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50 YEARS OF BANK NATIONALIZATION 
 An ordinance was initiated on July 19th, 1969 by Mrs. Gandhi Government, named Banking Companies 

(Acquisition and Transfer of Undertakings) Ordinance, 1969. 

 It nationalized 14 banks with deposits of over 50 Crores. And brought more than 75% banking sector 

under state control along with its assets, liabilities, entire paid-up-capital. 

 The central government was to pay compensation to the banks, which could be determined by consensus 

between the bank and the government. 

 Supreme Court of India (10:1 Majority) struck down the Banking Companies (Acquisition and Transfer of 

Undertaking) Act, 1969 mainly on the ground that the proposed compensation to be provided to the 14 banks 

failed the test of Article 31(2). 

 The said provision provided that in case any property is acquired by the government then they have to provide 

compensation to the property owner and as there was clear violation of the this, court struck down. 

 Thereafter, the Banking Companies (Acquisition and Transfer of Undertaking) Act, 1970 was 

enacted by the Parliament but with inclusion of a specific amount of compensation to be paid to each of 

the 14 banks. 

 Later, Twenty-fifth Amendment of the Constitution of India curtailed the right to property, and permitted 

the acquisition of private property by the government for public use, on the payment of compensation which 

would be determined by the Parliament and not the courts. 

 Idea of Bank Nationalization first came in 1948 in All India Congress Committee report. 

 The RBI was nationalized with effect from January 1st, 1949 on the basis of the RBI (Transfer to Public 

Ownership) Act, 1948. All shares were deemed transferred to the central government on payment of a suitable 

compensation. 

 In 1955, India nationalized Imperial Bank of India and its undertaking was overtaken by State 

Bank of India. 

 The insurance sector was nationalized with the formation of LIC in 1956. 

 In 1969, the government nationalized 14 private banks and in 1980, six more were nationalized. 

 

Non-Banking Financial Companies (NBFC) 

 It has been announced that RBI will be granted more powers to regulate Non-Banking Financial Companies 

 

Issues with NBFCs 

 The net NPA for NBFC‗s increased marginally to 3.6 percent in December 2018 from 3.2 percent in March2018. 

 The GNPA ratio of NBFC sector deteriorated to 6.5 per cent as in December 2018 from 6.1 per cent in March2018. 

 At the end of December 2018, CRAR of the NBFC sector worsened to 22.2 per cent from 22.8 per cent at end- 

March2018. 

 Return on Assets and return on equity also declined from March 2018 to December2018. 

 

About Non-Banking Financial Company (NBFC) 

 It is a company registered under the Companies Act, 1956 engaged in the business of loans and advances, 

acquisition of shares/stocks/bonds/ debentures/securities issued by Government or local authority or other 

marketable securities of a like nature, leasing, hire-purchase, insurance business, chit business. 

 It does not include any institution whose principal business is that of agriculture activity, industrial 

activity, purchase or sale of any goods (other than securities) or providing any services and sale/ purchase/ 

construction of immovable property. 

 Housing Finance Companies, Merchant Banking Companies, Stock Exchanges, Companies engaged in the 

business of stock-broking/sub-broking, Venture Capital Fund Companies, Nidhi Companies, Insurance companies 

and Chit Fund Companies are NBFCs. 

 Systemically important NBFCs: NBFCs whose asset size is of ₹ 500 Crores or more as per last audited balance 

sheet are considered as systemically important NBFCs. 

 

Difference between NBFC & Bank 

 NBFC cannot accept demand deposits; Few do accept time deposits. 

 NBFCs do not form part of the payment and settlement system and cannot issue cheques drawn on itself; 

GS-III  ECONOMY 
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 Deposit insurance facility of Deposit Insurance and Credit Guarantee Corporation is not available to 

depositors of NBFCs, unlike in case of banks. 

 Unlike banks, CRR does not apply on any NBFCs while a lower SLR of 15% applies only to Deposit taking 

NBFC. 

 NBFCs get license under Companies Act, 1956 and Banks under Banking regulation Act. 

 Banks are not allowed to invest their money in share market, whereas the NBFCs can do so. 

 

Multiple regulatory bodies like RBI, SEBI, IRDAI depending on the type of NBFCs. 

 

IL&FS : It is a Systemically Important Non Deposit Core Investment Company (CICND-SI). It is an NBFC. It is not 

owned by GOI. It has several shareholders such as LIC, SBI, Abu Dhabi Investment Authority etc. 

 

Following are different types of NBFCs: 

 Asset Finance Company (AFC) 

 Investment Company (IC) 

 Loan Company (LC) 

 Infrastructure Finance Company (IFC) 

 Infrastructure Debt Fund: Non- Banking Financial Company (IDF-NBFC) 

 Peer to Peer Lending 

 Account Agregators 

 

Core Investment Companies 

 With an objective to strengthen core investment companies (CIC), Reserve Bank of India recommendedstricter 

rules and measures. 

 

What are Core Investment Companies?  

 These are specialized non-banking financial companies (NBFCs).  

 They are registered with the RBI has an asset size of above Rs 100 crores.  

 They hold not less than 90% of their net assets in the form of investment in equity shares, preference shares, 

bonds, debentures, and debt or loans in-group companies. 

 Tapan Roy Committee was constituted to recommend measures to strengthen CIC. 

 

Specialized Supervisory and Regulation Cadre 

 The Reserve Bank of India‘s Central Board has decided to create a Specialised Supervisory and Regulatory Cadre‗ 

within the RBI. 

 The decision was taken at the recent two- day meeting held under the chairmanship of RBI Governor Shaktikanta 

Das in Chennai. 

 The cadre creation came with a view of strengthening the supervision and regulation of commercial banks, urban 

cooperative banks and Non-Banking Financial Companies(NBFCs). 

 The decision for creating an additional oversight mechanism was taken in the wake of recent NBFC crisis such as 

large-scale defaults by IL&FS in2018 

 

Unregulated Deposits Schemes Act 2019 

 The Banning of Unregulated Deposit Schemes Bill, 2019 was introduced in Lok Sabha by the Minister of Finance, 

Ms. Nirmala Sitharaman, on July 19, 2019. 

 It also seeks to amend three laws, i.e., the Reserve Bank of India Act, 1934, the Securities and Exchange 

Board of India Act, 1992 and the Multi-State Co-operative Societies Act, 2002.  

 

Provisions 

 The act bans unregulated deposit schemes. A deposit-taking scheme is defined as unregulated if it is taken for a 

business purpose and is not registered with the regulators listed in the act. 

 The listed regulators include (i) the Reserve Bank of India (RBI), (ii) the Securities and Exchange Board of India 

(SEBI), (iii) the Ministry of Corporate Affairs, and (iv) state and union territory governments. 

 The Act has defined a deposit taker as an individual, a group of individuals, or a company who asks for 

(solicits), or receives deposits. 
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 It provides for the appointment of one or more government officers, not below the rank of Secretary to the 

state or central government, as the Competent Authority. 

 The Bill provides for the constitution of one or more Designated Courts in specified areas.  

 A central database has also been proposed along with the various punitive measures to be taken. 

 

CHIT FUNDS (AMENDMENT) BILL, 2019 

 Neither SEBI nor RBI regulates the chit funds business. Under the Chit Funds Act, 1982 all chit fund companies 

need to be registered with respective state government. 

 Hence, to resolve this, Union Cabinet has approved the introduction of the Chit Funds (Amendment) Bill, 2019 in 

the Lok Sabha. 

 

Chit Fund: 

 A chit fund is a type of saving scheme where a specified number of subscribers contribute payments in instalment 

over a defined period. 

 Each subscriber is entitled to a prize amount determined by lot, auction or tender depending on the nature of the 

chit fund. 

 Typically, the prize amount is the entire pool of contribution minus a discount which is redistributed to 

subscribers as a dividend. 

 Being part of the Concurrent List of the Indian Constitution, both the centre and state can frame legislation 

regarding chit funds.  

 

Provisions: 

 Bill additionally inserts fraternity funds and rotating savings and credit institution to this list. 

 The Act specifies that a chit will be drawn in the presence of at least two subscribers, allowed through 

video conferencing. 

 The maximum commission of the foreman (responsible for managing the chit fund) has been increased from 

5 to 7%. A foreman is person responsible for managing the chit. 

 The bill increases the limit of chit funds to `3 lakh for those run by up to four individuals and `18 lakh for 

those operated by more than four partners. 

 At present, the 1982 Act does not apply to chits smaller than 100. The bill seeks to remove the limit of 100 and 

allows state government to set the limit.  

 The 1982 Act regulates chit funds and prohibits a fund from being created without the prior sanction of the state 

government. Bill removes this provision. 

 

URBAN COOPERATIVE BANKS 

 

Background 

 Born out of the concept of cooperative credit societies where members from a community band together to 

extend loans to each other, at favorable terms. 

 Can be Rural or Urban. 

 Rural can be further Short term (State, District Coop Banks or Primary agricultural credit societies) or Long 

term (State or Primary coop agriculture and rural development banks, SCARDBs or PCARDBs) 

 Urban are either scheduled or non-scheduled or single-state or multi-state. 

 

About UCBs 

 UCBs are registered as coop societies under the provisions either the State Cooperative Societies Act or Multi 

State Cooperative Societies Act, 2002. 

 These banks provide a wide range of regular banking and financial services and are located in urban and semi-

urban areas. 

 Deposits with UCBs are covered by DICGCI up to a sum of `5 lakh per depositor, same as commercial bank. 

 UCBs are under dual regulation, RBI and the Registrar of Cooperative Societies under the government. 

 Two laws, Banking Regulation Act, 1949 and the Banking Laws (Coop Societies) Act, 1955 applies to 

them. 

 Banking operations are regulated and supervised by RBI, which lays down their capital adequacy, risk control, 

lending norms, issuing license, new branches etc. RBI also has developmental functions like refinance facilities to 

UCBs. 
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 Regulation and management related activities are governed by RCS for single state and Central RCS for multi-

state. 

 Y.H. Malegam Committee recommended board of management in UCBs and doing away with the dual 

regulations. Set up after PNB Fraud by RBI to look into the entire gamut of issues relating to classification of bad 

loans, effectiveness of audits and rising incidents of frauds. 

 Madhava Rao Committee suggested external auditing and inspection for UCBs. 

 R Gandhi Committee: To protect the interest of depositors, an RBI panel under R Gandhi had several proposed 

 Cooperatives banks are regulated by RBI whereas controlled by states. Also, these are not equally distributed. 

Nearly 90% of the banks are in 7 states. 

 

PCA FOR URBAN COOPERATIVE BANKS 

Prompt Corrective Action: 

 Banks with weak financial metrics are kept under watch by the RBI 

 Introduced in 2002 as a structured early-intervention mechanism for banks that become undercapitalized due to 

poor asset quality, or vulnerable due to loss of profitability. Aims to check the NPA in Indian Banking Sector. 

 PCA is not applicable to UCBs and NBFC and FMIs. It is only applicable to Commercial Banks. 

 The PCA framework deems banks as risky if they slip some trigger points - capital to risk weighted assets ratio 

(CRAR), net NPA, Return on Assets (RoA) and Tier 1 Leverage ratio.  

 

Out of the 21 state-run banks, 11 are under the PCA framework. 

 

PCA measures: 

 RBI can place restrictions on dividend distribution, branch expansion, and management compensation. 

 Only in an extreme situation, would a bank be a likely candidate for resolution through amalgamation, 

reconstruction or winding up. 

 RBI may place restrictions on credit by PCA banks to unrated borrowers or those with high risks, but it doesn‘t 

invoke a complete ban on their lending. 

 RBI may also impose restrictions on the bank on borrowings from the interbank market. 

 Banks may also not be allowed to enter into new lines of business. 

 NABARD had notified in its application (in 2018) of PCA for RRBs whose capital adequacy ratio falls below 10%, 

gross NPA at 25% and return on assets less than 0.25%. The PCA framework of RBI does not apply to RRBs.  

 

RBI has revised Supervisory Action Framework on UCBs, for deterioration of financial position in line with 

the PCA framework imposed on commercial banks. 

 

 Restriction on three parameters: 

o Net non-performing assets exceed 6% of net advances. 

o Losses for two consecutive financial years or have accumulated losses on their balance sheets 

o Capital adequacy ratio (CAR) falls below 9%. 

 Action can be also taken if there are serious governance issues. 

 

Possible restrictions/Actions that can be taken by the RBI 

 It may seek a board-approved proposal for merging the UCB with another bank or converting itself into a credit 

society if CAR falls below 9%. 

 It can impose restrictions on declaration or payment of dividend or donation without prior approval if any 

one of the risk thresholds is breached. 

 Restricting fresh loans and advances carrying risk-weights more than 100% on incurring capital expenditure 

beyond a specified limit and on expansion of the balance sheet. 

 Actions such as issue of show-cause notice for cancellation of banking license may also be considered. 

 

Repo Rate Cut 

 In the last few months, repo rates in India have witnessed a falling trend as the RBI initiated multiple cuts in line 

with requirements of the Indian economy.  
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Impact of the Rate Cut 

 Loans to customers at cheaper rates. 

 Increase in affordability. 

 Increased size of loans from consumers, thus improving liquidity. 

 Significant growth in the economy‗s overall consumption 

 Increased consumption, driving the economy toward growth. 

 

SURPLUS OF RBI AND OTHER DIVIDENDS 

 

RBI decided to transfer a surplus of 1.76 Lakh crores to the GOI exchequer. 

 

Trend:  

 There is no consistent trend of RBI‟s transfer of surplus to govt. But it more than doubled in 2019 at 1.23 

Lakh Crore from 50K Crore in FY18. 

 The transferred amount in 2018-19 is over three times the five-year average of Rs 53,000 crore. 

 The higher surplus is due to the long-term forex swaps and the open market operations (OMO) conducted by 

the central bank over the last fiscal 

 

Highlights 

 RBI transfer Surplus i.e. the excess of income over expenditure to the government in accordance with the Section 

47 (Allocation of Surplus Profits) of the RBI Act, 1934. Based on the recommendations of the Jalan 

committee, RBI has decided to increase thetransfer to the government. 

 Contingency reserve has been built from higher seigniorage incomeand interest paid by the center to central 

bank on the latter's holdings ofgovernment securities. 

 Meant to cover depreciation in the value of the RBI's holding of government bonds, cover extra ordinary events 

like demonetization, money market operations, currency printing expense and supports the mother of all 

guarantee (the central bank as lender of last resort). 

 

Sources of Resources for RBI 

RBI performs following roles and makes profits from them: 

 Keeps inflation in check. 

 Management of the borrowings of the governments in India 

 Regulation of banks and non-banking finance companies 

 Management of the currency and payment systems. 

 Foreign currency assets (bonds and treasury bills of other central banks and deposits with other central banks). 

 Holding of local rupee-denominated bonds or securities, and while lending to banks for very short tenures, such as 

overnight. 

 Claims a management commission on handling the borrowings of state governments and the central governments. 

 The expenditure is majorly on the printing of currency notes and on staff salaries. 

 

The reserves with the RBI accumulate due to several factors. 

 First is its income from three sources: interest on government bonds held for conducting open market 

operations; fees from governments market borrowing programme; and income from investment in foreign 

currency assets.   

 Second source is earnings retained after giving dividends to the government. 

 Third source is the revaluation of foreign assets and gold. 

  

The Central bank need capital for the following reasons: 

 Central banks that have foreign assets need capital to absorb potential losses. The RBI's foreign assets are worth 

Rs 26.4 lakh crore, up from 23.7 lakh crore in FY17. 

 RBI needs capital to shield the economy from monetary and financial shocks.  

 In the case of unstable governments, monetary authorities carry a bigger burden. A Central bank would need more 

capital in such a situation.  

 Central bank needs reserves to perform functions such as price and exchange stability. 

 Reserves give independence to a central bank. Low capital will force the central bank to turn to the government in 

time of need. This will give government influence over the central bank. 
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BASE EROSION AND PROFIT SHIFTING 
 The Union cabinet approved ratification of a Multilateral convention to implement OECD's project on checking tax 

evasion. 

 

About the Convention 

 The Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion and Profit 

Shifting (BEPS) was signed in Paris in 2017. It entered into force on 1st July 2018. 

 The Multilateral Convention is an outcome of the OECD/G20 Project to tackle Base Erosion and Profit 

Shifting (BEPS). 

 That is tax planning strategies that exploit gaps and mismatches in tax rules to artificially shift profits to low 

or no-tax locations where there is little or no economic activity, resulting in little or no overall corporate tax being 

paid. 

 India was part of the Ad Hoc Group of more than 100 countries and jurisdictions from G20, OECD, BEPS 

associates and other interested countries, which worked on an equal footing on the finalization of the text of the 

Multilateral Convention. 

 The MLI will modify India's tax treaties in order to curb revenue loss through treaty abuse and base erosion 

and profit-shifting strategies by ensuring that profits are taxed where substantive economic activities generating 

the profits are carried out and where value is created. 

 The Convention enables all signatories to meet treaty-related minimum standards to counter treaty 

abuse and eliminate double taxation that were agreed as part of the BEPS package. 

 The OECD, under the authority of the Group of 20 countries, has considered ways to revise tax treaties, tighten 

rules, and to share more government tax information under the BEPS project, and had issued action plans in 2015. 

 The MLI will be applied alongside existing tax treaties, modifying their application in order to implement the 

BEPS measures.  

 It will lead to amendments to double taxation avoidance agreements (DTAA) with the countries signatories to the 

convention to plug revenue leakages. 

 

Merchant Discount Rates 

 The government has mandated that neither the customers nor the merchants will have to pay the so-

called Merchant Discount Rate (or MDR) while transacting digital payments. 

 Merchant Discount Rate is the sum total of all the charges and taxes that a digital payment entails. 

 Customers and merchants don‗t have to pay MDR. 

 RBI and Banks will absorb these costs from the savings that will accrue to them on account of handling less cash as 

people move to these digital modes of payment. 

 

Utkarsh2022 

 RBI has launched medium-term strategy framework Utkarsh2022 

 The framework has been launched to achieve excellence in the performance of RBI's mandates and strengthening 

the trust of citizens and other institutions. 

 

Inflation Targeting 

 Inflation Target is set by the Govt in consultation with RBI once in every 5 years. It is measured by the 

Consumer Price Index - Combined (CPI-C) 

 Inflation target is 4% (+/-) 2% for the period from August 5, 2016 to March 31, 2021. 

 It is the core objective of the Monetary Policy Committee. Committee was mooted by Urjit Patel 

Committee. 

 It will be a 6-member committee: 3 by Govt and 3 by RBI (Governor don‘t have a veto power but enjoy a 

casting vote in case of a tie). 

 MPC will meet four time in 1 year. CRR (Cash Reserve is not in the ambit of MPC) 

 Urjit Patel clarified that CRR should not be „generally‟ used to check inflation. It essentially is a macro-

prudential tool to be used in extraordinary situations where liquidity crunch is severe to be checked with other 

tools. Hence, the MPC doesn't have the mandate to regulate CRR. 

 

Payment Banks 

 These are a new set of banks licensed by the Reserve Bank of India to further financial inclusion  
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 They can provide Small savings/ current accounts below Rs. 1 lakh  

 Distribution of mutual funds, insurance products on a non-risk sharing basis and payments / remittance services 

to the needful like migrant labours etc. 

 Can issue of prepaid cards etc. 

 These are differentiated or restricted banks.  

 These cannot set up subsidiaries to undertake non-banking financial services activities (hire purchase, 

leasing etc.) nor can it undertake lending business. 

 It may choose to become a banking correspondent (BC) of another bank for credit and other services 

which it cannot offer.  

 Since liquidity is the most important aspect required for such bank, they will be bound by the reserve 

requirement rules of RBI (CRR, SLR etc.). 

 Apart from amounts maintained as Cash Reserve Ratio (CRR) with the Reserve Bank on its outside demand and 

time liabilities, the payments banks will be required to invest minimum 75 per cent of its “demand deposit 

balances‖ in Statutory Liquidity Ratio (SLR) eligible Government securities/treasury bills with maturity up to 

one year and hold maximum 25 per cent in current and time/fixed deposits with other scheduled commercial 

banks for operational purposes and liquidity management. 

 The existing non-bank Pre-paid Payment Instruments Issuers (PPI issuers) authorized under the Payment and 

Settlement Systems Act, 2007 (PSS Act) and other entities such as Non-Banking Finance Companies (NBFCs), 

corporate Banking Correspondents (BCs), mobile telephone companies, super-market chains, companies, real 

sector cooperatives and public sector entities may apply to set up a Payments Bank. 

 Even banks can take equity stake in a Payments Bank to the extent permitted under Section 19 (2) of the 

Banking Regulation Act, 1949. 

 

Indian Post Payment Banks 

 Setup in 2016. IPPB is a wholly-owned subsidiary of Department of Post but will be governed by the RBI 

as it is a payment bank. 

 It will accept deposits, offer remittance services, mobile banking.  

 It will not provide services such as insurance, mutual fund, loans, post office saving scheme by itself but 

instead, it gives access to third party services such as insurance and Mutual fund.  

 IPPB has become the biggest bank of the country in terms of physical presence of 1.36 lakhs access 

points along with a large force of 3 lakh trained and certified postmen and GDS to offer banking at door step. 

 

REGIONAL RURAL BANKS  

 1975, Narsimhan Committee recommendations. 75% to PSL.  

 50:15:35 for Centre : State : Sponsor Bank(ownership).  

 Required to maintain SLR. 

 RRBs are financial institutions which ensure adequate credit for agriculture and other rural sector. 

 Regional Rural Banks Act, 1976  

 

Lead Bank scheme  
 Introduced in 1969, Each district was assigned to one bank, where they acted as "pace-setters" in providing 

integrated bank facilities. 

 

SMALL FINANCE BANKS 

 Aim to encourage financial inclusion, Recommended by NachiketMor Committee 

 It is a differentiated bank (niche banks) 

 Minimum Paid-up equity capital for small finance banks shall be Rs. 100 Crores. 

 The promoter's minimum initial contribution to the paid-up equity capital of such small finance bank shall at least 

be 40% (can be brought down to 26% within 12 years from the date of commencement of business of the bank) 

 They are required to maintain CRR and SLR. 

 Also, they have to extend 75% of its Adjusted Net Bank Credit (ANBC) to PSLs. 

 

Shivalik Mercantile Co-operative Bank Ltd to convert to a small finance bank (SFB) 

 This is first license issued by RBI to an urban co-operative bank (UCB) to convert into SFB under 

Scheme on voluntary transition of Urban Co-operative Bank into an SFB. 

 Under the scheme, UCBs with a good track record shall be eligible to voluntarily transit into an SFB. 
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 UCBs with a minimum net worth of Rs.500 million and maintaining Capital to Risk (Weighted) Assets Ratio 

of 9% and above are eligible to apply for voluntary transition to SFB. 

 

On-tap licensing of small finance banks 

 Recently, the RBI released the draft guidelines for on-tap licensing of small finance banks. An ―on-tap‖ facility 

would mean the RBI will accept applications and grant licenses for banks throughout the year. 

 

DIFFERENCE BETWEEN PAYMENT BANKS AND SMALL FINANCE BANKS 

 

Payment Banks Small Finance Banks 

Prepaid card issuers, telecom companies, 

NBFCs, Business correspondents, Supermarket 

chains, Corporates, Realty sector Co-ops and 

PSUs can promote 

Individuals/ professionals with 10 years experience in finance, 

NBFCs, microfinance cos, local area banks can promote 

Have a minimum capital of Rs. 100 cr 

Maintain 75% of deposits in govt. bonds 

Maintain 25% of deposits in other banks 

Have at least 26% investment by Indians 

Get listed if net worth crosses Rs 500 cr 

Have 25% of branches in unbanked areas 

Be fully networked and technology driven 

Have Rs 1 lakh cap for deposits in one a/c 

Have a minimum capital of Rs.100 cr 

Extend 75% of loans to priority sector 

Have 25% of branches in unbanked areas  

Maintain reserve requirements 

Cap loans to individuals and groups at 10% and 15% of net worth 

Have a business correspondent network 

They Can: 

Offer internet banking  

Sell mutual funds, insurance, pensions  

Offer bill payment service for customers  

Have ATMs and business correspondents  

Can function as BC of another bank 

They Can: 

Sell FOREX to customers  

Sell mutual funds, insurance, pensions Can convert into a full-

fledged bank Expand across the country  

Transform into a full fledged bank, but only after RBI‘s approval. 

They Can‟t: 

Offer credit cards 

Extend loans  

Handle cross-border remittances 

Accept NRI deposits 

They Can‟t 

Extend large loans  

Float subsidiaries 

Cannot deal in sophisticated financial products 

 

Development banks  

 Finance Minister announced setting up a development bank to boost the economy and financial market 

sentiments.  

 

Aims: 

 It aims to improve access to long-term finance, in order to provide credit enhancement for 

infrastructure and housing projects. 

 

What are development banks? 

 Development banks are financial institutions that provide long-term credit for capital-intensive 

investments spread over a long period and yielding low rates of return, such as urban infrastructure, mining and 

heavy industry, and irrigation systems.  

 They often lend at low and stable rates of interest to promote long-term investments with considerable social 

benefits.  

 They are also known as term-lending institutions or development finance institutions.  

 They are often supported by governments or international institutions. It can be in the form of tax incentives and 

administrative mandates for private sector banks and financial institutions to invest in securities issued by 

development banks. 

 The Industrial Finance Corporation of India, India‘s first development bank for financing industrial 

investments was set up in 1949.  

 After 1991, following the Narasimhan Committee reports on financial sector reforms, development finance 

institutions were disbanded and got converted to commercial banks. 
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Development banks vs. commercial banks  

 Commercial banks mobilize short- to medium-term deposits and lend for similar maturities to avoid a 

maturity mismatch — a potential cause for a bank‘s liquidity and solvency.  

 The capital market complements commercial banks in providing long-term finance.  

 

eBkray 
 Finance Minister launched eBkray, an online platform to increase the transparency in auctioning of assets 

attached by banks. 

 

eBkray platform: 

 It is equipped with property search features and navigational links to all PSB e-auction sites. 

 It provides single-window access to information on properties up for e-auction as well as facility for comparison of 

similar properties. 

 It contains photographs and videos of uploaded properties. 

 It will help banks to reduce bad loans or gross non-performing assets (NPAs). 

 

VG Kannan Committee 

● RBI has constituted a six-member committee to review the entire gamut of Automated Teller Machines (ATM) 

charges and fees. 

● It will examine existing patterns of costs, charges and interchange fees by banks for automated teller machines 

(ATMs) transactions. 

● It will review overall patterns of usage of ATMs by cardholders and also assess the impact (if any) on charges and 

interchange fees levied by banks. 

 

Nandan Nilekani Committee 

● The committee was set up by the RBI for recommendations on digitisation and digital payments. Major 

Highlights- 

o Set up an Acceptance development fund for new merchants in badly served areas 

o Reduce the overall cost of the customers 

o Reduce GST on digital transactions 

o Removal of transaction charges 

o Reduce gaps between digital credits and digital debits. 

 

SEBI Norms for Credit Rating Agencies 

● Markets regulator SEBI has come out with new norms that make it mandatory for companies to provide 

details on delayed loan repayments and possible defaults to credit rating agencies. 

● The new framework would enable credit rating agencies (CRAs) to get timely information on possible defaults. 

● The new framework comes amid several instances of huge loan defaults by corporates, including in cases like 

Infrastructure Leasing & Financial Services Ltd(IL&FS). 

 

Credit Rating Agencies in India 

● The Securities and Exchange Board of India (Credit Rating Agencies) Regulations, 1999 empowers SEBI to 

regulate CRAs operating in India. 

● As per the Regulations, CRA is defined as ―a body corporate which is engaged in, or proposes to be engaged in, the 

business of rating of securities offered by way of public or rights issue‖. 

● SEBI (Credit Rating Agencies) Regulations, 1999 provide for a disclosure-based regulatory regime, where the 

agencies are required to disclose their rating criteria, methodology, default recognition policy, and guidelines on 

dealing with conflict of interest. 

● All the credit agencies need to be registered with SEBI in order to operate in India. 

● There are seven Credit Rating Agencies registered with SEBI, viz. CRISIL, ICRA, CARE, India Ratings and 

Research, SMERA, Informetric and Brickworks. 

 

LIBRA Crypto currency 

● Libra is a permissioned blockchain digital currency proposed by the American social media company Facebook 

Inc. 
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● The currency and network do not yet exist, and only rudimentary experimental code has been released. The launch 

is planned to be in2020 

 

About Crypto currencies 

● A crypto currency is a digital asset designed to work as a medium of exchange that uses strong cryptography to  

secure financial transactions and verify the transfer of assets. 

● Some important crypt ocurrencies are Bitcoins, Litecoin, Namecoin, Swiftcoin, Bytecoin,Gridcoin 

● According to recent studies, it is found that the use of Bitcoin, a popular virtual currency emits over 22 megatons 

of carbon dioxide annually. 

 

Yes Bank crisis 

 Yes Bank, one of the few Greenfield banks that were allowed to start banking operations by Reserve Bank of India 

in the post-liberalization era is under crisis. 

 

Reasons for Yes Bank crisis 

 High NPAs: Many borrowers started defaulting. The bank‘s gross Non-Performing Asset (NPA) percentage, that 

is the percentage of loans overdue for more than 90 days, zoomed to 7.39% as of September 2019, the highest 

among comparable banks. 

 NBFC crisis: Recently Infrastructure Leasing & Financial Services (IL&FS) and Dewan Housing Finance Limited 

(DHFL) went to a crisis. YES Bank‘s total exposure to IL&FS and DHFL was 11.5 percent as of September 2019.  

 Governance issue: YES Bank faced several governance issues that led to its decline. 

 Excessive withdrawals: YES Bank‘s financial condition deteriorated, the bank showed a steady withdrawal of 

deposits, which burdened its balance sheet. 

 The bank‘s stock price fell steadily in the past year. 

 

Actions taken by RBI  

 RBI announced a draft ‗Scheme of Reconstruction‟ that entails State Bank of India (SBI) investing capital to 

acquire a 49% stake in the restructured private lender. 

 The RBI stated that the so-called Additional Tier 1 (or AT1) capital that was raised by Yes Bank would be 

completely written off.  

 

AT-1 bonds 

 AT-1 or Additional Tier-1 bonds are a type of unsecured, perpetual bonds that banks issue to shore up their 

core capital base to meet the Basel-III norms.  

 Under the Basel-III, banks must maintain capital at a minimum ratio of 11.5 percent of their risk-weighted 

loans. Of this, 9.5 percent needs to be in Tier-1 capital and 2 percent in Tier-2. 

 Tier-1 capital refers to equity and other forms of permanent capital that stays with the bank, as deposits and loans 

flow in and out. 

 

Unusual features of AT-1 bonds 

 These bonds are perpetual and carry no maturity date.  

 They carry call options that allow banks to redeem them after five or 10 years. However, banks are not 

obliged to use this call option and can opt to pay only interest on these bonds for eternity.  

 Banks issuing AT-1 bonds can skip interest payouts for a particular year or even reduce the bonds‘ face value 

without getting into hot water with their investors, provided their capital ratios fall below certain threshold levels. 

 If the RBI feels that a bank is tottering on the brink and needs a rescue, it can simply ask the bank to cancel its 

outstanding AT-1 bonds without consulting its investors.  

 

Non-performing asset (NPA) 

● It is a loan or advance for which the principal or interest payment remained overdue for a period of 90 days or 

more.  

● In case of Agriculture/Farm Loans, the NPA varies for short duration crop (interest not paid for 2 crop 

seasons) and long duration crops (interest not paid for 1 Crop season).  

● Overdraft and cash credit (OD/CC) accounts left out-of-order for more than 90 days 

● Banks are required to classify NPAs further into Substandard, Doubtful & Loss assets. 

● Substandard assets: Assets which have remained NPA for a period less than or equal to 12 months. 
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● Doubtful assets: Assets which have remained in the substandard category for a period of 12 months 

● Loss assets: It is considered uncollectible and of such little value that its continuance as a bankable asset is not 

warranted, although there may be some salvage or recovery value. 

 

Basel-III norms 

 These are a common set of global standards to be implemented by banks across countries.  

 After the 2008 financial crisis, to meet these dangers, banks were asked to maintain a certain minimum level of 

capital and not lend all the money they receive from deposits. This acts as a buffer during hard times.  

 In India, lenders have to adhere to these regulations from 2019. 

 According to a recent report by the Basel Committee on Bank Supervision (BCBS), RBI has fallen short of 

implementing Basel III norms. 

 It is yet to publish the securitization framework and rules on total loss-absorbing capacity (TLAC) 

requirements 

 The RBI is also yet to come out with draft regulations on revised Pillar 3 disclosure requirements, which took 

effect from end-2016. 

 

Total loss-absorbing capacity 

 It is an international standard, finalized by the Financial Stability Board (FSB), intended to ensure that 

global systemically Important banks (G-Sibs) have adequate loss absorbing and recapitalization capacity so that 

critical functions can be continued without taxpayers‘ funds or financial stability being put at risk. 

 

G-Sib: It is a bank whose systemic risk profile is deemed to be of such importance that the bank‘s failure would trigger 

a wider financial crisis and threaten the global economy. Currently there is no G-sibs in India. 

 

Pillar 3 disclosure 

The Capital Adequacy Framework under Basel III norms rests on three components or three Pillars.  

 Pillar 1: Minimum Capital Requirements - which prescribes a risk-sensitive calculation of capital requirements 

that, for the first time, explicitly includes operational risk in addition to market and credit risk. 

 Pillar 2: Supervisory Review Process (SRP) - which envisages the establishment of suitable risk management 

systems in banks and their review by the supervisory authority. 

 Pillar 3: Market Discipline - which seeks to achieve increased transparency through expanded disclosure 

requirements for bank 

 

Tiers of Bank Capital 

 Tier I capital (Core Capital): It consists of money kept as Statutory Liquidity Ratio (SLR), in physical cash 

form & as share capital and secured loans. At least 6% of CAR must come from Tier 1 capital. This capital can 

absorb losses without bank ceasing its trading operations. 

 Tier II capital (supplementary capital): It includes after tax income, retail earnings of the bank, capital in 

the form of bonds/hybrid instruments & unsecured loans (getting serviced). 

 Tier III capital: Includes Non-Performing Assets (NPAs), subordinated loans (not getting serviced) & 

undisclosed reserves from the balance sheet. 

 

Capital Conservation Buffer 

 It is the mandatory capital that financial institutions are required to hold above the 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 is also determined by the RBI based on Basel 3 norms. It has been applied to increase banks resilience to 

losses. 

 

Open market operations  

 The RBI had announced open market operations (OMOs) of Rs. 30,000 crores in March 2020 the first tranche 

was scheduled for March 24 and the second tranche for March 30. 
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Open market operations (OMOs) 

 Open market operations or OMOs are conducted by the Reserve Bank of India (RBI) by way of sale and 

purchase of G-Secs (government securities) to and from the market to adjust the rupee liquidity conditions in 

the market on a durable basis.  

 When the Reserve Bank feels that there is excess liquidity in the market, it resorts to the sale of securities thereby 

sucking out the rupee liquidity.  

 Similarly, when the liquidity conditions are tight, RBI may buy securities from the market, thereby releasing 

liquidity into the market. 

 

G-Secs (government securities) 

 A Government Security (G-Sec) is a tradeable instrument issued by the Central Government or the State 

Governments. 

 Such securities are short term (usually called treasury bills, with original maturities of less than one year) or 

long term (usually called Government bonds or dated securities with original maturity of one year or more). 

 Treasury bills or T-bills, which are money market instruments, are short-term debt instruments issued by the 

Government of India and are presently issued in three tenors, namely, 91 day, 182 day and 364 day. Treasury bills 

are zero coupon securities and pay no interest. Instead, they are issued at a discount and redeemed at the face 

value at maturity. 

 Dated G-Secs: Dated G-Secs are securities, which carry a fixed or floating coupon (interest rate) which is paid on 

the face value, on half-yearly basis. Generally, the tenor of dated securities ranges from 5 years to 40 years. 

 State Development Loans: State Governments also raise loans from the market which are called SDLs. SDLs 

are dated securities issued through normal auction similar to the auctions conducted for dated securities issued by 

the Central Government 

 

Long-term repo operations (LTRO) 

 The Reserve Bank of India (RBI) had received Rs. 48,856 crores worth of bids in the fourth long-term reverse repo 

operation (LTROs) conducted for an amount of Rs.25, 000crores with a three-year tenor. 

 

What is it? 

 The LTRO is a tool under which the central bank provides one-year to three-year money to banks at the 

prevailing repo rate, accepting government securities with matching or higher tenure as the collateral. 

 

Why it is carried? 

 LTRO operations are intended to prevent short-term interest rates in the market drifting from the repo 

rate. 

 The RBI believes that offering banks durable longer-term liquidity at the repo rate (5.15 percent) can help the 

banks to lower the rates they charge on retail and industrial loans. 

 The LTRO will also help bring down the yields for shorter-term securities (in the 1-3-year tenor) in the bond 

market. 

 The main objective of all these actions of the RBI is to improve the liquidity of the system. 

 Cash Reserve Ratio (CRR) is a specified minimum fraction of the total deposits of customers, which 

commercial banks have to hold as reserves either in cash or as deposits with the central bank. CRR is set according 

to the guidelines of the central bank of a country. 

 The aim here is to ensure that banks do not run out of cash to meet the payment demands of their 

depositors. CRR is a crucial monetary policy tool and is used for controlling money supply in an economy. 
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Difference between Rep0 rate and Reverse Repo rate 

 

Comparison Repo Rate Reverse Repo 

Meaning Rate at which the Central bank grants loan to 

the commercial banks for a short period 

against government securities 

Rate at which the commercial banks grant 

loan to the central bank. 

Purpose To fullfill the deficiency of funds. To ensure liquidity in the economy. 

Rate High Comparatively Less 

Controls Inflation Money supply in the economy 

Charged On Repurchase agreement Reverse Repurchase Agreement 

 

Currency Depreciation 
 The rupee hit a new low against the dollar as it dropped to 76.87 amid concerns of a delay in economic revival 

following the spread of COVID-19. 

 

Currency Depreciation: 

 Easy monetary policy and high inflation are two of the leading causes of currency depreciation. In a low interest-

rate environment, hundreds of billions of dollars chase the highest yield.  

 Currency depreciation is a fall in the value of a currency in a floating exchange rate system. 

 Economic fundamentals, interest rate differentials, political instability or risk aversion can cause currency 

depreciation. 

 Orderly currency depreciation can increase a country‘s export activity as its products and services become cheaper 

to buy. 

 

Special drawing rights (SDR) 

 Finance Minister said the country could not support a general allocation of new Special Drawing Rights 

(SDR) by the International Monetary Fund (IMF) because it might not be effective in easing COVID19 

driven financial pressures. 

 

About IMF  

 The International Monetary Fund (IMF) is an international organization headquartered in Washington, D.C. to 

foster global monetary cooperation, secure financial stability, facilitate international trade, 

promote high employment and sustainable economic growth, and reduce poverty around the world 

while periodically depending on the World Bank for its resources. 

 Formed in 1944 at the Bretton Woods Conference plays a central role in the management of balance of 

payments difficulties and international financial crises.  

 Countries contribute funds to a pool through a quota system from which countries experiencing balance of 

payments problems can borrow money. 

 

About SDRs 

 Special drawing rights are supplementary foreign exchange reserve assets defined and maintained by the 

International Monetary Fund (IMF). 

 SDRs are units of account for the IMF and not a currency perse. They instead represent a claim to currency 

held by IMF member countries for which they may be exchanged. 

 The value of a SDR is based on a basket of key international currencies reviewed by IMF every five years.  

 SDR basket now consists of the following five currencies: U.S. dollar 41.73%, euro 30.93%, renminbi 

(Chinese Yuan) 10.92%, Japanese yen 8.33%, British pound 8.09%. 

 

Ways and Means Advance 

 The Reserve Bank of India (RBI), announced a 60% increase in the Ways and Means Advances (WMA) limit of 

state governments over and above the level as on March 31,with a view to enabling them ―to undertake COVID-19 

containment and mitigation efforts‖ and ―to better plan their market borrowings‖. 

 The Reserve Bank of India (RBI) gives temporary loan facilities to the central and state governments. 

This loan facility is called Ways and Means Advances (WMA). 

 It was introduced to meet mismatches in the receipts and payments of the government. 



PRELIMS XPRESS 2020:: ECONOMY 
 

pg. 15 

 The government can avail of immediate cash from the RBI, if required. However, it has to return the amount 

within 90 days.  

 If the WMA exceeds 90 days, it would be treated as an overdraft (interest rate on overdrafts is 2 percentage points 

more than the repo rate). 

 The interest rate on WMA is the RBI‘s repo rate, which is basically the rate at which it lends short-term money to 

banks. The interest on overdraft is 2 percentage points above the repo rate. 

 

Advisory Board for Banking Frauds (ABBF) 
 Central Vigilance Commission, in consultation with the Reserve Bank of India, has reconstituted the 

Advisory Board on Bank, Commercial and Financial Frauds as ABBF. 

 State-run banks will need to report all cases of large frauds this four member board. 

 It will decide the course of action for each of these cases, including a reference to investigating agencies such as the 

Central Bureau of Investigation. 

 It would function as the first level of examination of all large fraud cases before recommendation/references 

are made to the investigative agencies 

 The board‘s jurisdiction would be limited to those cases involving the level of officers of general manager 

and above in public sector banks if there is allegation of fraud in a borrowed account. 

 Individual Public Sector Banks (PSBs) would refer all large fraud cases above Rs 500 crores to the board and on 

receipt of its recommendation/advise, the PSB concerned would take further action in such matters. 

 

Amendment in Banking regulation act: 

 Enable mergers and restructuring of banks in public interest, without having to order a moratorium. 

 Cooperative banks will now be allowed to raise money via public issue and private placement, of equity. 

 Extend powers already available with the RBI in respect of other banks to co-operative banks sound banking 

regulation. 

 Changes do not affect the existing powers of the state registrars of co-operative societies under state laws. 

 Changes do not apply to primary farm credit societies or cooperative societies 
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India‟s first Foreign Sovereign Bonds 

 FM in budget 2019-20 announced that the government would start raising a part of its gross borrowing program 

in external markets in external currencies. However, it was not taken up later. 

 A government bond or sovereign bond is a form of debt that the government undertakes wherein it issues bonds 

with the promise to pay periodic interest payments and also repay the entire face value of the bond on the maturity 

date.  

 The yield of the sovereign bond is the interest rate that the government pays on issuing bonds.  

 Countries with volatile market and higher risks pay higher interest rates. It depends on 

Creditworthiness, Country Risk and Exchange Rates. 

 So far, the government has only issued bonds in the domestic market. 

 The bonds can be denominated in either domestic or foreign currency. 

 The government plans to borrow 10-15 per cent of the total borrowing offshore, which can be used to mop up at 

least Rs 70,000 crore, according to tentative plans. 

 The government and the Reserve Bank of India (RBI) will reportedly finalize the plans for the overseas issue of 

sovereign bonds by September. 

 India's sovereign external debt to GDP ratio is at less than 5%, among the lowest in the world. 

 Resurgent India bonds: Not sovereign bonds, but issued by SBI in 1998. 

 First bond Index Series: SBI launched India's first bond index series for overseas investors at the London 

Stock Exchange in 2017. 

 

National Investment and Infrastructure fund (NIIF) 

 India's first sovereign wealth fund created in Union Budget 2015-16 

 Create long-term value for domestic and international investors in Greenfield, Brownfield and Stalled 

infrastructure projects.   

 It was created with the aim to attract equity investments from both domestic and international sources  

 This fund will invest only in commercially viable projects, which can pay back returns  

 The NIIF Master Fund invests equity capital in core infrastructure sectors in India, with a focus on transportation, 

energy and urban infrastructure. 

 Corpus of RS. 40000 crore, quasi-sovereign wealth fund, where 49 percent stake is with the Government and 

the rest held by marquee foreign and domestic investors such as Abu Dhabi Investment Authority, Temasek 

and HDFC Group 

 It is run as a professional body with a full time CEO. But Governing Council headed by Finance Minister 

oversees the activities. 

 NIIF currently manages three funds each with its distinctive investment mandate.  

 The funds are registered as Alternative Investment Fund (AIF) with the Securities and Exchange 

Board of India (SEBI). 

 The NIIF is a trust that raises debt to invest in the equity of infrastructure finance companies. 

 It acts like a bankers‘ bank in infrastructure financing. 

 NIIF of India and Canada Pension Plan Investment Board (CPPIB) have agreed for CPPIB to invest up to 600 Mn 

USD through the NIIF Master Fund. 

 

BHARAT – 22 ETF 

 Fourth Tranche also called as Further Fund Offer-2 was launched. A NFO refers to initial sale of fund shares 

issued by an investment company to investors while, FFO allows fund to take in much more investment after 

initial subscription. 

 ETF is a security that tracks on index, a commodity for a basket of assets like an index fund, but trades like a stock 

on an exchange. 

 Invests in 22 stocks of CPSEs, PSBs and private companies, which are strategic holding of specified 

undertaking of UTI. 

 The said 22 stocks are spread across six sectors (Basic Materials, Energy, Finance, FMCG, Industrials 

and Utilities).  

GS-III  ECONOMY 
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 The index invests a maximum of 15 per cent in a single stock and 20 per cent in a particular sector. Weights 

are rebalanced annually.  

 Second ETF of GOI after CPSE ETF, comprising only of state-run companies. 

 Proceeds from the ETF will help the government meet its disinvestment target of Rs 1.05 lakh crore for the current 

financial year. 

 The government of India has appointed ICICI Prudential AMC to create, launch and manage Bharat 22 ETF.  

 Investments in ETFs are highly liquid as they are held through a Demat account and can be traded on a stock 

exchange like direct equity shares.  

 Also, being passively managed, they have lower expense ratios in comparison to actively managed mutual 

funds.  

 The Bharat 22 ETF allows the Government to park its holdings in selected PSUs in an ETF and raise 

disinvestment money from investors at one go.  

 It tracks the specially made S&P BSE Bharat 22 Index, managed by Asia Index Private Limited. This index is 

made up of 22 PSU stocks and with a few private sector companies. 

 

Bharat Bond ETF 

 Union Cabinet approved India's first corporate bond ETF in the country   

 ETF will comprise a basket of bonds issued by the CPSEs, CPSUs, CPFIs, and other government organizations and 

all will be initially AAA-rated bonds  

 Each ETF will have a fixed maturity date + lowest unit of it is Rs1000  

 Bond ETF will provide safety (underlying bonds are issued by CPSEs and other government owned entities), 

liquidity (tradability on exchange) and predictable tax efficient returns 

 

Manorahan Committee 

 The committee was set up by the RBI to examine the possibilities of a secondary market for corporate loans in 

India submitted its report recently. 

 The secondary market is where investors buy and sell securities they already own. It is what most people typically 

think of as the "stock market," though stocks are also sold on the primary market when they are first issued. 

 The task force headed by Canara Bank chairman T.N. Manoharan recommended setting up of a self-regulatory 

body (SRB), which will oversee the proposed secondary market. 

 The SRB may be set up as an association by scheduled commercial banks, public financial institutions and other 

related entities, and may be incorporated as a Section 8 company under the Companies Act, 2013.  

 

Serious Fraud Investigation Office 

● The Serious Fraud Investigation Office (SFIO) is a corporate fraud investigating agency in India. 

● SFIO is a multi-disciplinary organization, consisting of experts in the field of accountancy, forensic auditing, law, 

information technology, investigation, company law, capital market and taxation for detecting and prosecuting or 

recommending for prosecution white-collar crimes/frauds. 

● It is under the jurisdiction of the Ministry of Corporate Affairs, Government of India. 

 

BOND YIELD AND INVERSION 

 

Bond and Bond Yield: 

 A bond is a debt instrument issued by a country‘s government or by a company to raise funds and having a 

maturity period of more than one year. 

 Every bond has a price fixed by the issuer known as face value and an annual interest known as coupon 

payment. 

 Later when the bond is traded in the secondary market, its price fluctuates in response to changes in interest rates 

in the economy, demand for the instrument, time to maturity, and credit quality of that particular bond. 

 The effective rate of return or the profit that the bond earns is called as Bond Yield and is calculated by dividing 

the bond's coupon rate by its face value. Bond Yield has an inverse relationship with the bond price. 

 Government bonds (referred to as G-secs in India, Treasury in the US, and Gilts in the UK) come with the 

sovereign‘s guarantee and are considered one of the safest investments compare to other investment options like 

shares, corporate bonds etc. 

 Thus, when an economy slows, investors prefers to invest in government bonds, leading to rise in their demand 

and prices and thus fall in their yields. 
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 On the other hand, when an economy grows, there will be rise in inflation leading to increase in repo rate. This 

may increase rate of interest in other investment options thus decreasing the demand for government bonds and 

their prices leading to rise in their yield. 

 Bond yields can therefore be a useful parameter in assessing economic health. 

 

Bond Yield Inversion  

 Yield inversion happens when the yield on a longer tenure bond becomes less than the yield for a 

shorter tenure bond.  

 A yield inversion typically signals a recession.  

 An inverted yield curve shows that investors expect the future growth to fall sharply; in other words, the demand 

for money would be much lower than what it is today and hence the yields are also lower. 

 

Social Stock Exchange 

 The Securities and Exchange Board of India (SEBI) has constituted a working group on Social Stock Exchanges 

(SSE) under the chairmanship of Ishaat Hussain, Director, SBI Foundation. 

 It would encourage banks, NBFCs and other investors to participate in the growth journey of the social enterprises 

 According to a McKinsey study, impact investors‘ in India poured a total of $5.2 billion between 2010 and 2016, 

most of which was concentrated in sectors like financial inclusion and clean energy. 

 

Elephant Bonds 

● Surjit Bhalla Committee on trade and industry has suggested it to issue Elephant Bonds' to people for 

declaring undisclosed income. 

● The panel estimates that India could recover up to $500 billion of black money stashed overseas if it implements 

its proposal. 

● These elephant bonds would be an avenue for people to bring their offshore undisclosed wealth into India without 

fear of prosecution. 

● Countries like Indonesia, Pakistan, Argentina and the Philippines have already launched their own tax amnesty 

schemes for persons to disclose undeclared income without the risk of prosecution. 

 

Companies Fresh Start Scheme 2020 

 The Corporate Affairs Ministry (MCA) has come up with the „Companies Fresh Start Scheme 2020‟ to enable 

companies to make goods of any filing-related defaults, irrespective of the duration of default and make a fresh 

start as a fully compliant entity. 

 To provide a similar facility to Limited Liability Partnerships (LLPs), the MCA has also revised the ‗LLP 

Settlement Scheme, 2020. 

 

Features: 

 The Fresh Start scheme and modified LLP Settlement Scheme incentivize compliance and reduce 

compliance burden during the unprecedented public health situation caused by COVID-19.  

 The scheme provides a one-time waiver of additional filing fees for delayed filings by the companies or 

LLPs with the Registrar of Companies during the period starting from 1st April 2020 and ending on 30th 

September 2020. 

 Both Schemes contains a provision for giving immunity from penal proceedings, including against 

imposition of penalties for late submissions. 

 Schemes also provide additional time for filing appeals before the concerned Regional Directors against the 

imposition of penalties, if already imposed. 

 

What is a Limited Liability Partnership? 

 A limited liability partnership (LLP) is a partnership in which some or all partners (depending on the 

jurisdiction) have limited liabilities. It, therefore, can exhibit elements of partnerships and corporations. 

 In LLP, each partner is not responsible or liable for another partner's misconduct or negligence. This is an 

important difference from the traditional partnership in which each partner has joint liability. 

 

Insolvency and Bankruptcy Code (Amendment) Bill, 2020  
 Rajya Sabha passed the Insolvency and Bankruptcy Code (Amendment) Bill, 2020. 
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Features: 

 The Amendment Bill will help successful bidders of insolvent companies from the risk of criminal 

proceedings for offenses committed by previous promoters. 

 It will allow creditors to initiate an insolvency resolution process if a company defaults on its payments.   

 It introduces an additional threshold for certain classes of financial creditors, including allottees of real estate 

projects, for initiating the resolution process.  At least 10% of them or 100 such persons have to jointly 

initiate the process. 

 

Insolvency and Bankruptcy Code 2016 

 2016 code provides for a time-bound process to resolve insolvency.   

 When a default in repayment occurs, creditors gain control over the debtor‘s assets and must make decisions to 

resolve insolvency within 180 days.   

 

Institutions under the framework  

 Insolvency Professionals: A specialized cadre of licensed professionals is proposed to be created to administer 

the resolution process, manage the assets of the debtor and assist them in decision-making. 

 Insolvency Professional Agencies: Insolvency professionals will be registered with insolvency professional 

agencies in order to certify insolvency professionals and enforce a code of conduct for their performance. 

 Information Utilities: Creditors will report financial information on the debt owed to them by the debtor. Such 

information will include records of debt, liabilities, and defaults. 

 Adjudicating authorities: The proceedings of the resolution process will be adjudicated  

o National Companies Law Tribunal (NCLT) for companies; and  

o The Debt Recovery Tribunal (DRT) for individuals. 

 Insolvency and Bankruptcy Board: To regulate insolvency professionals, insolvency professional agencies 

and information utilities, a board will be set up consisting representatives of Reserve Bank of India, and the 

Ministries of Finance, Corporate Affairs, and Law. 

 

Procedure to resolve insolvency  

 Initiation: When a default occurs, the resolution process may be initiated by the debtor or creditor.  

 The decision to resolve insolvency: A committee consisting of the financial creditors who lent money to the 

debtor will be formed by the insolvency professional; will decide the future of the outstanding debt owed to them.  

If a decision is not taken in 180 days, the debtor‘s assets go into liquidation. 

 Liquidation: If the debtor goes into liquidation, an insolvency professional administers the liquidation process.  

 

Fully Accessible Route‟ (FAR) 

 The Reserve Bank of India (RBI) has introduced a separate channel, namely ‗Fully Accessible Route‘ (FAR), to 

enable non-residents to invest in specified government bonds with effect from April 1. 

 

Key highlights 

 This action is taken based on the Union Budget announcement. 

 Certain specified categories of government bonds would be opened fully for non-resident investors without any 

restrictions. 

 The Reserve Bank shall notify the government securities that shall be eligible for investment under the FAR.  

 All new issuances of government securities of 5-year, 10-year and 30-year tenors from the financial year 

2020-21 will be eligible for investment under the FAR. 

 

Significance 

 This will substantially ease access of non-residents to Indian government securities markets and facilitate 

inclusion in global bond indices.  

 This would facilitate the inflow of stable foreign investment in government bonds. 

 

Foreign portfolio investment (FPI)  
 For the first time in the history of the Indian capital markets, foreign portfolio investors (FPIs) have sold 

securities worth over ₹1 lakh crores in a single month. 

 

 



PRELIMS XPRESS 2020:: ECONOMY 
 

pg. 20 

Foreign portfolio investment (FPI): 

 FPI involves holding financial assets from a country outside of the investor's own. 

 FPI holdings can include stocks, ADRs, GDRs, bonds, mutual funds, and exchange traded funds. 

 Along with foreign direct investment (FDI), FPI is one of the common ways for investors to participate in an 

overseas economy, especially retail investors. 

 Unlike FDI, FPI consists of passive ownership; investors have no control over ventures or direct ownership of 

property or a stake in a company. 

 The ongoing COVID19 pandemic that has affected stocks worldwide is the primary reason for such record outflows 

as foreign investors shy away from riskier assets and emerging markets.  

 Meanwhile, the voluntary retention route, or VRR, in debt securities, which was opened up for FPI 

investments in January, has seen an inflow of ₹4,165 crores in March. 

 

What is VRR? 

 It is a new channel of investment available to FPIs to encourage them to invest in debt markets in India over and 

above their investments through the regular route.  

 The objective is to attract long-term and stable FPI investments into debt markets, while providing FPIs 

with operational flexibility to manage their investments. 

 

How much money can an FPI invest through this route? 

 Investments under this route as of now shall be capped at Rs 40,000 crores for government securities and Rs. 

35,000 crores per annum.  

 

Are there any other facilities for investors through VRR? 

 FPIs investing through this route will be eligible to participate in repos for their cash management, provided that 

the amount borrowed or lent under repo were not to exceed 10 per cent of the investment under VRR.  

 

Foreign Direct Investments (FDI) 

 The government‘s decision to ban foreign direct investments (FDI) through the automatic route from 

neighboring countries that share a land border with India has raised eyebrows.  

 This is mainly because the move is seen as aimed at Chinese investors who could exploit cheap valuations in the 

depressed economic conditions post-lockdown to pick up equity interest in select companies.  

 Italy, Spain, France and Australia have already taken similar action to protect their businesses from 

foreign (read Chinese) investors fishing for distressed entities in need of cash in the post-COVID-19 scenario.  

 

FDI vs. FPI 

 A foreign direct investment (FDI) is an investment in the form of a controlling ownership in a business in one 

country by an entity based in another country.  

 Foreign direct investment is building or purchasing businesses and their associated infrastructure in a 

foreign country. 

 Foreign portfolio investment is purchasing securities of foreign countries, such as stock and bonds, on an 

exchange. 

 Direct investment is seen as a long-term investment in the country's economy, while portfolio investment can 

be viewed as a short-term move to make money. 

 Direct investment is likely only suitable for large corporations, institutions, and private equity investors. 

 

What Is a Green-Field Investment? 

 A green-field (also "Greenfield") investment is a type of foreign direct investment (FDI) in which a parent 

company creates a subsidiary in a different country, building its operations from the ground up. In 

addition to the construction of new production facilities, these projects can also include the building of new 

distribution hubs, offices, and living quarters. 

 

About Venture capital funds  

 These are investment funds that manage the money of investors who seek private equity stakes in startup and 

small to medium-sized enterprises with strong growth potential. These investments are generally characterized as 

high-risk/high-return opportunities. 
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FDI Policy Reform 

● It is now proposed to clarify that 100% FDI is also permitted under the automatic route specifically for 

contract manufacturing activities undertaken in India, previously there was no express point on contract 

manufacturing. 

● Considering the growing number of internet users, it has now been decided to bring digital media at par with 

print media and allow 26% FDI under approval route for' uploading / streaming of news and current affairs' on 

digital media. 

● It is now proposed that the goods sourced could be sold in India or be exported as well, in the previous 

policy there was no talk of end sourced goods. 

● The present FDI policy permits 100% FDI under automatic route in coal and lignite mining for captive 

consumption by power projects, iron and steel and cement units and other eligible activities subject to 

applicable laws. 

● It has now been decided to lift the ban on commercial coal mining activities and permit 100% FDI under 

automatic route for sale of coal, for coal mining activities. 

 

Real Estate Infra Investment trusts (REIT) 

 Govt. reviewing dividend tax rules for real estate, infra investment trusts. 

 Dividend income was tax-free in the hands of REIT and InvIT investors so far, making it attractive for high-net-

worth investors to put money in these trusts. Now, the dividend income will be rendered taxable in the hands of 

the investors. 

 

What are REITs? 

 A real estate investment trust (REIT) is a company owning and typically operating real estate, which 

generates income. Most REITs specialize in a specific real estate sector, focusing their time, energy, and funding 

on that particular segment of the entire real estate horizon. 

 The structure of REITs is similar to that of a mutual fund. However, unlike mutual funds, where the underlying 

asset is bonds, stocks, and gold, REITs invest in physical real estate.  

 The money collected is deployed in income-generating real estate. This income gets distributed among the unit 

holders.  

 Besides regular income from rents and leases, gains from capital appreciation of real estate also form an income 

for the unit holders. 

 The Securities and Exchange Board of India (SEBI) is the regulator of these securities. 

 

Infrastructure Investment Trusts 

 An Infrastructure Investment Trust (InvITs) is like a mutual fund, which enables direct investment of small 

amounts of money from possible individual/institutional investors in infrastructure to earn a small portion of the 

income as a return.  

 InvITs can be treated as the modified version of REITs designed to suit the specific circumstances of the 

infrastructure sector. 

 

Banc assurance agreements 

 Insurance regulator IRDAI has allowed the four banks, emerging from the recent mega bank merger 

exercise to continue for a year with existing banc assurance agreements of the lenders that amalgamated with 

them. 

 This exemption allows only for transfer of existing insurance arrangements of acquired banks to the acquiring 

banks and should not be construed as permission by the Authority to enter into new arrangements with other 

insurers.  

 As per Banc assurance regulations, a bank can only market three life, general and health insurance 

companies‘ products. The banks that have been merged with them also had bancassurance business. 

 

About Banc assurance:  

 Bancassurance in simple terms means marketing of insurance products under the same roof of a Bank branch.  

 It thus facilitates a customer to carry out all his financial and investment needs with just a visit to his bank branch. 
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About Insurance Regulatory and Development Authority of India (IRDAI):   

 It is an autonomous, statutory body tasked with regulating and promoting the insurance and re-insurance 

industries in India.  

 IRDAI is tasked with regulating and promoting the insurance and re-insurance industries in India. 

 

NSC and PPF  
 The government on March 31, slashed interest rates on small savings schemes, including National Savings 

Certificate (NSC) and Public Provident Fund (PPF), by up to 1.4% for the first quarter of 2020-21, in line 

with the moderation in bank deposit rates. 

 Interest rates for small savings schemes are notified on a quarterly basis. 

 

About PPF: 

 It is a government held small savings scheme, which generally provides high interest rates and is secure.  

 An individual can make a minimum investment into a PPF Account of Rs. 500 and a maximum of Rs. 1 

lakh per annum, for a term of 15 years. For a PPF account held by an individual, entitles them to a few benefits: 

 Small investments can be made by the individual for a long period of time. 

 The total sum of the PPF account inclusive of interest is tax free and free from wealth tax as well. 

 Rebate in taxes, under section 80C of the Income Tax Act of 1961. 

 

About NSC: 

 A savings scheme held by the post office is called a National Savings Certificate (NSC). This is also a 

government held small savings scheme like the Public Provident Fund, and is the safest and widely available 

investment option. 

 While investing in an NSC an individual can make a minimum investment of Rs. 500 and can have no upper limit 

on the maximum amount of investment made in a year. 

 This type of savings scheme has a lock in period of 5 years and 10 years. 

 The NSC Benefits are as follows: 

o The individuals can claim for tax exemption under the section 80C of the Income Tax Act 1961, for the 

first 5 years. 

o The NSC can also be pledged against a loan or advance taken from a financial institution. 
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Akhilesh Ranjan TaskForce 

 A committee headed by CBDT member Akhilesh Ranjan on Monday submitted its report on replacing the Income 

Tax Act with a new Direct Tax Code, said the finance ministry on Monday. 

 For individual taxpayers, One of the main objectives of the committee was to make the I-T Act simpler, with a 

focus on easing the burden on individuals and companies as acute slowdown continues to erode economic growth. 

 For corporates, The report is also expected to focus on promoting ease of doing business by suggesting a 

common tax rate for domestic and foreign companies. The committee may have proposed a special set of 

provisions for startups, which are worst-affected when it comes to taxation. 

 

Trends of Direct Tax collection 

 There has been a growth of more than 80% in the number of returns filed in the last four financial years 

and direct tax-GDP ratio rose to 5.98% in FY 2017-18, the highest it has been in the last 10 years. 

 Further, the number of persons filing IT returns also increased by about 65% during period from 

2014-18. 

 Moreover, Direct Tax-GDP ratio rose to 5.98% in FY 2017-18, which is highest in the last 10 years. This 

shows a sign of improvement of Tax-Buoyancy in the economy. 

 Despite being a country of over 1.3 billion people, there are only 74 million effective taxpayers in India as per the 

last count. 

 

The Direct Tax Vivad se Vishwas Act, 2020 

 Union Finance Minister NirmalaSitharaman announced ‗Vivad Se Vishwas Scheme during her budget speech on 

February 1, 2020. For this Direct Tax Vivad se Vishwas act, 2020 was passed recently by the parliament. 

 

Aim/Objective:  

 This scheme aims to settle the huge number of pending direct tax cases. 

 

Key Features: 

 The scheme offers waivers on interest and penalty if the disputed tax amount is paid before June 30, 2020. 

Earlier the time period was upto March 31, but extended due to Covid-19 lockdown. 

 It is applicable to all the appeals/petitions filed by taxpayers or the income tax department as on the 31st 

day of January, 2020 irrespective of whether demand in such cases is pending or has been paid, with the following 

forums:  

 Commissioner of Income-tax (Appeals) 

 Income-tax Appellate Tribunal 

 High Court 

 Supreme Court 

 Once the dispute is settled under the Act, taxpayer shall get the following immunities 

o Such cases cannot be reopened in any other proceeding by any tax authority or designated authority; 

o Opting for the scheme shall not amount to conceding the tax position and tax authority cannot claim that 

taxpayer has conceded to the decision on the disputed issue. 

 Following disputes are not covered under the Act: 

o disputes where prosecution has been initiated before the declaration is filed, 

o dispute involving persons who have been convicted or are being prosecuted for offences under certain laws 

o disputes involving undisclosed foreign income or asset. 

 

Corporate Tax Cuts 

 The government slashed the corporate tax rate to 22% from 30% for existing companies, and to 15% from 

25% for new manufacturing companies. 

 Including a surcharge and cess, the effective tax rate for existing companies would now come down to 25.17% 

from 35%. Companies can opt for the higher tax rates or the new ones. 

 To attract investment in manufacturing, local companies incorporated after October 2019 and till March 2023, 

will pay tax at 15 per cent. 

GS-III  ECONOMY 
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STARTUP INDIA SCHEME:  
 All Startups must be registered with the DPIIT.  

 New Rules notified for exemption of Angel Tax (Tax levied on such investments made by external investors in 

startups or companies): 

 Broadened Definition: An eligible start-up would be one that is registered with the government and has been 

incorporated for less than 10 years (from previous 7 years), and has a turnover that has not exceeded ₹100 crore 

over that period. 

 Paid up share capital: Increased from 10 to 25 Crore 

 Start-ups may raise tax free capital from investments made by non-residents or Listed company having a net 

worth of INR 100 Crores or turnover of at least INR 250 Crores. 

 Restriction imposed: The start-up has to attest to the fact that it has not invested in any land that is not being used 

in its ordinary course of business, any vehicle over the value of ₹10 lakh, any jewelry, among other things. 

 

NATIONAL STARTUP ADVISORY COUNCIL 

 Central Government has notified the structure of the National Startup Advisory Council. 

 Composition of the NSAC 

o Chairperson: Minster for Commerce & Industry. 

o Ex-officio members: Nominated by the concerned Ministries/Departments/ Organizations, not below the rank 

of Joint Secretary to the Government of India. 

o Non-official members: Nominated by Central Government (for a term of 2 years), from various categories like 

founder of successful startups 

o Convener of the Council: Joint Secretary, Department for Promotion of Industry and Internal Trade. 

 NSAC aims to advise the Government on measures of startup and innovation. 

 It will also suggest measures to facilitate public organizations to assimilate innovation with a view to improving 

public service delivery, promote creation, protection and commercialization of intellectual property rights. 

 

Angel Tax 

 Angel tax is levied at 30%, when a privately held company raises funds at a rate higher than its fair valuation. It 

was initially introduced in 2012 in a bid to curb money laundering via SMEs.  

 Under the IT Act,  Section 56 (2) (vii, ), money invested by angels in a company was treated as income from other 

sources 

 

2 years of GST 

 GST was rolled out on July 1 two years ago as new indirect tax system 

 GST subsumed 17 existing indirect taxes levied under the previous tax regime 

 GST collections have improved in two years despite falling short of budget projections. 

 GST is currently levied on every product except petroleum, alcohol, tobacco and stamp duty on real estate in 

four slabs of 5, 12, 18 and 28 per cent.  

 Most of the daily use articles have zero GST as per the latest revision of the tax rates last year. 

 The government's revenue collection has also gone up. The average revenue collection per month in the eight 

months of 2017-18 was Rs 89,700 crore per month. 

 Taxes NOT subsumed under GST: Basic Custom Duty, Anti-Dumping Duty, Central Excise on Petroleum 

Products, VAT on alcohol for human consumption, Stamp Duty, Property Tax (levied by local bodies), Professional 

Tax etc. 

 

GST compensation to States 

 The Union government is exploring raising a loan to pay the shortfall of the Goods and Services Tax (GST) 

compensation amount to States as the latter have had to ramp up spending to combat the outbreak of COVID-19. 

 

GST Council: 

 GST Council is an apex member committee to modify, reconcile or to procure any law or regulation based on 

the context of goods and services tax in India. The council is headed by the union finance minister Nirmala 

Sitharaman assisted with the finance minister of all the states of India. 

 The Goods and Services Tax (GST) is governed by the GST Council. Article 279 (1) of the amended Indian 

Constitution states that the GST Council has to be constituted by the President within 60 days of the 

commencement of the Article 279A. 
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38TH MEETING OF GST COUNCIL 

 The 38th meeting of the GST Council has been recently concluded under the Chairmanship of the Union Minister 

for Finance. 

 

Key decision 

 Grievance Redressal Committees (GRC) will be constituted at Zonal/State level with both CGST and SGST 

officers and including representatives of trade and industry and other GST stakeholders (GST practitioners and 

GSTN etc.). 

 These committees will address grievances of specific/ general nature of taxpayers. 

 To levy a single rate of GST @ 28% on both State run and State authorized lottery. Currently, there are 

dual rates for lotteries - 12% GST on state-run lotteries and 28% on state-authorized (private lotteries). 

 Council for the first time exercised the option of voting to decide on the GST rate on lottery. 

 Recommended to raise the GST to a uniform rate of 18% (from 12%) on all Woven and Non-Woven Bags 

and sacks of polyethylene or polypropylene strips or the like. 

 To check the menace of fake invoices, suitable action to be taken for blocking of fraudulently availed input tax 

credit in certain situations. 

 

GST: AADHAR VERIFICATION TO BE MANDATORY 

 The GST Network has decided to make Aadhaar authentication or physical verification mandatory for new 

dealers from January 2020 to check malpractices in Goods and Services Tax.  

 Those who do not want to give their Aadhar numbers would have to undergo physical verification. 

 In both cases, GST number will be given within three working days of Aadhaar authentication and physical 

verification. 

 The step is being taken to curb the fake invoices generated by the fly by night operators who registered themselves 

as GST dealers. 

 

National Bench of the Goods and Services Tax Appellate Tribunal 

 It is a quasi-judicial body. It shall be situated at New Delhi. 

 Composition:  

o Presided over by its President and shall consist of one Technical Member (Centre) and one  

o Technical Member (State). 

 It is the forum of second appeal in GST laws and the first common forum of dispute resolution between 

Centre and States.  

 The appeals against the orders in first appeals issued by the Appellate Authorities under the Central and State GST 

Acts lie before the GST Appellate Tribunal, which is common under the Central as well as State GST Acts.  

 Legal provisions:  

 CGST Act provides for the Appeal and Review Mechanism for dispute resolution under the GST Regime.  

 The Act empowers the Central Government to constitute, on the recommendation of Council, by notification, with 

effect from such date as may be specified therein, an Appellate Tribunal known as the Goods and Services 

Tax Appellate Tribunal for hearing appeals against the orders passed by the Appellate Authority or the 

Revisited Authority. 

 

Revision of WPI 

 The government has set up a working group under NITI Aayog member Ramesh Chand to revise the current 

series of Wholesale Price Index (WPI) with base 2011-12 

 The current series of WPI with 2011-12 as base year was introduced in May 2017. 

 Since 2011-12, significant structural changes have taken place in the economy, thus a new base year is now 

required 

 The group will also select the most appropriate base year for the preparation of a new official series of index 

numbers of WPI and PPI in India and review the existing system of price collection in particular for the 

manufacturing sector and suggest changes for improvement. 

 

Wholesale Price Index:  

 Published by Office of Economic Advisor, DIPP, M of Commerce and Industries, prepared monthly at 

wholesale level. 
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 Base year has been recently revised to 2011-12 and includes 697 items. 

 It applies for bulk sale at the level of early stage of transactions pertaining to four sectors namely 

agriculture, mining, manufacturing, and electricity. WPI does not cover services. 

 Includes three groups, Primary Articles (like agriculture commodities and minerals), Fuel and Power (Electricity 

and coal), and Manufactured products (textiles, leather and machine tools). 

 

Retail inflation 

 Retail inflation dropped to 5.91% in March from the 6.58% in February, mostly on a drop in food prices, according 

to the Consumer Price Index data released by the National Statistical Office. 

 

Consumer Price Index (CPI): 

 Consumer Price Index or CPI as it is commonly called is an index measuring retail inflation in the economy by 

collecting the change in prices of most common goods and services used by consumers.  

 Called market basket, CPI is calculated for a fixed list of items including food, housing, apparel, transportation, 

electronics, medical care, education, etc.  

 CPI is used to compute the cost of living.  

 CPI is different from WPI, or Wholesale Price Index, which measures inflation at the wholesale level. 

 

How does Consumer Price Index help? 

 The Reserve Bank of India and other statistical agencies study CPI so as to understand the price 

change of various commodities and keep a tab on inflation.  

 CPI is also a helpful pointer in understanding the real value of wages, salaries and pensions, the purchasing power 

of a country‘s currency; and regulating prices. 

 Economists are in charge of collecting data by surveying households on their buying patterns, most purchased 

items, and daily expenses. 

 

Who maintains Consumer Price Index in India? 

 In India, there are four consumer price index numbers, which are calculated, and these are as follows: 

o CPI for Industrial Workers (IW) 

o CPI for Agricultural Labourers (AL) 

o CPI for Rural Labourers (RL) and 

o CPI for Urban Non-Manual Employees (UNME). 

 While the Ministry of Statistics and Program Implementation collects CPI (UNME) data and compiles it, 

the remaining three are collected by the Labour Bureau in the Ministry of Labour. 

 The CPI is calculated with reference to a base year, which is used as a benchmark. The price change pertains to 

that year.  

 

National Statistical Office 
 It has been announced that the National Sample Survey Office (NSSO) is to be merged with the Central 

Statistics Office (CSO) to form the National Statistical office 

 It will be headed by the secretary to the ministry of Statistics and programme implementation (MoSPI) 

 The move is expected to synchronise and simplify data collection and dissemination 

 

GDP Estimation in India 

 The government is exploring a new methodology of calculating the gross domestic product (GDP) which will keep 

updating weights assigned to various products and activities in the economy. 

 

Key Highlights 

 The new methodology, called the chain base method, however, does not change the base year by itself. 

 The chain base method will capture structural changes in the economy faster by allowing new activity and 

items to be added every year. 

 The advantage is that new items and factories which are producing can be introduced. In a five-year revision, it 

takes 7-8 years to get reflected. 

 Chain base index is applied to the current series for the year, say 2019-20, the base year will remain 2011-12. But 

with this method, the weights of product and activities will change, depending on their output in the previous 

years. 
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 In Chain Base Method, there is no fixed base period; the year immediately preceding the one for which the 

price index has to be calculated is assumed as the base year. 

 With 60% of India‗s GDP coming from services, a chain based index will capture the changes faster and reflect the 

realities better than a fixed base. 

 Such an index will make it easier to compare India‗s growth with other countries 

 

Key Takeaways 

 GDP is the monetary value of all finished goods and services made within a country during a specific period. 

 GDP provides an economic snapshot of a country, used to estimate the size of an economy and growth rate. 

 GDP can be calculated in three ways, using expenditure, production, or incomes. It can be adjusted for inflation 

and population to provide deeper insights. 

 Though it has limitations, GDP is a key tool to guide policymakers, investors and business in strategic decision 

making. 

 

Several types of GDP Measurements: 

 Nominal GDP is the measurement of the raw data 

 Real GDP takes into account the impact of inflation and allows comparison of economic output from one year to 

the next and other comparisons over period of time. 

 GDP growth rate is the increase in GDP from quarter to quarter. 

 GDP per capita measures GDP per person in the national populace. It is a useful way to compare GDP data 

between various countries. 

 

Moody‟s Rating2019 

 GlobalratingsmajorMoody'sInvestorsServiceonFridaychangedtheoutlookonIndia‘sratingstonegativefrom stable. 

 The major reason for it has been slowing economy 

 India‘s ratings was upgraded to Baa2 from Baa3 in2017 

 

Impact 

 There may be a downgrade of India‗s investment rating from Baa2 in the future. 

 Massive Fund Outflows 

 May impact FDI flows into the country 

 

RBI‟s “Operation Twist” 

 Operation Twist is the name given to a US Federal Reserve monetary policy operation, which involves the 

purchase and sale of government securities to boost the economy by bringing down long-term interest rates. 

 Reserve Bank of India decided to conduct its version of Operation Twist through simultaneous purchase and sale 

of government securities under Open Market Operations (OMOs) for Rs 10,000 crore each. 

 

Rationale 

 The RBI slashed key interest rate — repo rate — by 135 points to 5.15 per cent this year but banks passed on only 

part of it. 

 The one-year median marginal cost of funds based lending rate (MCLR) has declined only 49 basis points (bps). 

 Operation Twist normally leads to lower longer-term yields, which will help boost the economy by making loans 

less expensive for those looking to buy homes, cars and finance projects. 

 

 

 

 

 

 

 

 

 

 

 

 



PRELIMS XPRESS 2020:: ECONOMY 
 

pg. 28 

 

 

 

PMKISAN 

 The implementation is through the Ministry of Agriculture & Farmers Welfare 

 It provides assured income support to the small and marginal farmers through direct benefit transfer 

(DBT) to their bank accounts. 

 Previously only vulnerable landholding farmer families having cultivable land up to 2 hectares, were to be 

provided direct income support of Rs. 6,000 per year. But it has been extended to include all eligible 

farmer families irrespective of the size of land holdings 

 It will be transferred in three equal instalments of Rs.2,000 each. 

 The Scheme had been launched by PM Modi from Gorakhpur, UP 

 

Marine Fisheries Bill 

 The Bill prohibits fishing by foreign fishing vessels, thus nationalising EEZ. 

 An Indian fishing vessel desirous of fishing in the EEZ, outside the TS, must obtain a permit. No permit is issued 

unless the fishing vessel is registered under the Merchant Shipping Act, 1958. 

 It proposes social security for fish workers and calls for protection of life at sea during severe weather events. 

 

The UNCLOS convention set the limit of various areas, measured from a carefully defined baseline. 

The areas are as follows: 

 

Internal waters (historical bays):  

 Covers all water and waterways on the landward side of the baseline.  

 The coastal state is free to set laws, regulate use, and use any resource.  

 Foreign vessels have no right of passage within internal waters.  

 

Territorial waters:  

 Area up to 12 nautical miles from the baseline.  

 The coastal state is free to set laws, regulate use, and use any resource.  

 Vessels are given the right of innocent passage through any territorial waters.  

 

Contiguous zone:  

 Beyond the 12-nautical-mile (22 km) limit, there is a further 12 nautical miles (22 km) from the territorial sea 

baseline limit, the contiguous zone, in which a state can continue to enforce laws in four specific areas: customs, 

taxation, immigration and pollution.  

 

Exclusive economic zones (EEZs):  

 These extend 200 nautical miles from the baseline.  

 Within this area, the coastal nation has sole exploitation rights over all natural resources including fishing. 

 Other states have the right of navigation, overflight and the submarine pipes and cables. 

 

Continental Shelf (Up to 350 nm) 

 Exploit resources in the seabed and subsoil (i.e. oil)  

 

Sugar Buffer Stock 

 The government approved the creation of a sugar buffer stock of 4 million tonnes in view of bumper domestic 

production and pending sugarcane arrears of more than ₹ 15,000crore. 

 The government will spend an estimated ₹ 1,674 crore for this purpose. The buffer stock will help maintain 

demand-supply balance and to stabilise sugar prices. 

 The buffer stock will be created for one year from August 1, 2019, to July 31, 2020, for which the government 

would be reimbursing the carrying cost of about ₹ 1,674 crore to participating sugar mills 

 Indian sugar mills produced 77.95 lakh tonnes of sugar till December 31, that is, the first three months of the 

current sugar season (October 2019-September 2020). This is the lowest in five years. 

 

GS-III  ECONOMY 
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RBI Report on Agricultural Credit 

● Reserve Bank of India (RBI) says it found that in some states, credit disbursal to the farm sector was higher than 

their agricultural gross domestic (GDP) product. 

● Indicating the possibility of diversion of credit for non-agricultural purposes. Kerala, Tamil Nadu, 

Telangana, Karnataka and Punjab came in this category. 

● In Kerala and Tamil Nadu, according to the report, agricultural credit was almost 180 per cent more than the 

average agriculture GDP of the state in the years 2015, 2016 and2017. 

● In 2018-19, the government had fixed a target of disbursing Rs 11 trillion in agricultural credit. The 

achievement was 114 per cent, according to a written reply in Parliament. In previous years, too, banks 

consistently exceeded their agricultural credit disbursal target. However, the big question is whether it is going to 

the right person 

● It also notes the neglect of banks to the allied sector — livestock, fisheries, dairying and forestry. Between 2014 

and2016, the allied sector contributed significantly to the agricultural output, with a share of 38-42 percent. 

 

Agriculture Export Policy 

 Maharashtra, Uttar Pradesh, Kerala, Nagaland, Tamil Nadu, Assam, Punjab and Karnataka have finalized the 

State Action Plan and other States are at different stages of finalization of the action plan for AEP. 

 State Action Plan includes all essential components like production clusters, capacity building, infrastructure and 

logistics and R & D and budget requirements for the implementation of AEP. 

 AEP aims to raise farmers income by doubling agricultural exports from present ~US$ 30+ Billion to ~US$ 60+ 

Billion by 2022. 

 

Agricultural and Processed Food Products Export Development Authority (APEDA) 

 A Farmer Connect Portal has been set up by APEDA on its website for providing a platform for Farmer 

Producer Organisations (FPOs) and Farmer Producer Companies (FPCs) to interact with exporters. 

 APEDA was established by the Government of India under the Agricultural and Processed Food Products Export 

Development Authority Act 1985. 

 The Authority replaced the Processed Food Export Promotion Council (PFEPC). 

 APEDA, under the Ministry of Commerce and Industries, promotes export of agricultural and processed 

food products from India. 

 

NAFED:  
 Registered under, Multi State Co-operatives Societies Act and not Societies Act, to promote operative marketing of 

agricultural produce benefit the farmers. 

 It was founded in October 1958 much ahead of NABARD which was established on 1982. 

 Founded to promote the trade of agricultural produce and forest resources across the nation. 

 Nodal agency to implement price stabilization measures under Operation Greens. 

 NAFED with FCI physically procures oilseeds, pulses and copra under Price Support Scheme which is under 

umbrella of PM-AASHA. 

 Agricultural farmers are the main members of NAFED who have the right to say as board members. 

 The HQ is located at New Delhi. 

 

CONTRACT FARMING 

 Involves agricultural production (including livestock and poultry) being carried out on the basis of pre-harvest 

agreements between the buyers (Food processing units and exporters) and producers (farmers or farmers 

organization) 

 It is under the concurrent list, while agriculture being under the state list. 

 Firms engaged are exempted from existing licensing and restrictions on stock limit and movement of 

foodstuff under the Essential Commodities Act 1955 

 Tamil Nadu has become the first State to enact a law on contract farming based on the lines of Model 

Contract Farming Act, 2018 of the Central Government. Punjab had a separate law on contract farming. 

 

Provisions of the Act: 

 It has been drafted as a promotional and facilitative act and is not regulatory in its structure. 

 Supreme Court in its recent verdict has said farmers who carry out farming under a contract that obliges them to 

buy the seeds from a firm and sell the produce back to the same company is a consumer. 



PRELIMS XPRESS 2020:: ECONOMY 
 

pg. 30 

 This status of a ―consumer‖ now invokes all protections under the Consumer Protection Act, 1986 for the farmers 

practising contract farming. Model Contract Farming Act, 2018 

 The act lays special emphasis on protecting the interests of the farmers, considering them as weaker of the two 

parties entering into a contract. 

 It includes all categories of agronomic and horticulture crops, livestock, dairy, poultry and fishery. 

 All services in the agriculture value chain, including pre-production, production (including extension services) 

and post-production services, are under its ambit. 

 It seeks to setup a Contract Farming (Development and Promotion) Authority at state level to ensure 

implementation and popularize contract farming among stakeholders. 

 It provides for Contract Farming Facilitation Group (CFFG) at village/Panchayat level to take quick and 

need based decisions relating to production and postproduction activities. 

 It provides for a Registering and Agreement Recording Committee at local level to register contracts. 

 It provides for a dispute settlement mechanism at the lowest level possible for quick disposal of disputes 

arising out of the breach of contract or any provision of the Act. 

 It promotes Farmer Producer Organization (FPOs) / Farmer Producer Companies (FPCs) to mobilize small and 

marginal farmers to benefit from scales of economy in production and post production activities. 

 It bars the transfer of ownership of the farmer‘s land to sponsor companies under all circumstances. It 

prohibits sponsors from raising permanent structures on farmer‘s land. 

 It provides farmers an alternative in cases where the procurement mechanism is ineffective. 

 Contract farming will remain outside the ambit of respective Agricultural Produce Marketing Act of the 

states/UTs. Buyers are also exempted from market fee and commission charges. 

 Limits of stockholding of agricultural produce will not be applicable on produce purchased under contract 

farming. 

 

ONE NATION, ONE RATION CARD 

 Recently, Central Government has given states and Union Territories June 30, 2020 deadline, to roll out the ‗one 

nation, one ration card‘ system. 

 Partha Mukhopadhyay Working Group on Migration in 2017 recommended portability of Public 

Distribution System. 

 An intra-state access to the Public Distribution System (PDS) under the Integrated Management of Public 

Distribution System (IMPDS) is already in practice in a few states like Andhra Pradesh, Gujarat, Haryana etc. 

 Under the scheme the beneficiaries can buy subsidized food grains from a ration shop in any part of the country. 

 Ration card Aadhar linkage is must to access the scheme. 

 A person will only be eligible for the subsidies supported by the Centre such as those under Nation Food 

security act, 2013. 

 Even if a beneficiary moves to a state where grains are given for free, he/she will not be able to access those 

benefits. 

 No new ration cards are being made specifically for the 'one nation, one ration card' scheme. Old ration 

cards will also remain valid throughout the nation. 

 A migrant will be allowed to buy maximum of 50% of the family quota. This is to ensure that the individual, 

after shifting to another place does not buy the entire family quota in one go. 

 The scheme will: benefit migrant workers, remove fake ration card holders through an integrated online system, 

control rising food subsidy bill by removing united beneficiaries, preventing leakages etc. 

 

About ration card 

 A Ration Card is a document issued under an order or authority of the State Government, as per the Public 

Distribution System, for the purchase of essential commodities from fair price shops (FPS). 

 State Governments issue distinctive Ration Cards to Above Poverty Line, Below Poverty Line and Antyodaya 

families and conduct periodical review and checking of Ration Cards. 

 Families living below the poverty line are entitled to Blue Cards, under which they can avail special subsidies. 

 It helps save money by aiding in the procurement of essential commodities at a subsidized rate. 

 It has become an important tool of identification when applying for other documents like Domicile 

Certificate, for inclusion of your name in the Electoral Rolls, etc. 
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IM-PDS Scheme: 

 Central Sector, by Ministry of Consumer Affairs, Food and Public distribution 

 Brought to sustain the reforms brought in by the ongoing scheme of ―End to End Computerization of TPDS‖ 

 Create a central repository of all NFSA 2013ration card beneficiaries by integrating the existing PDS systems, 

portals of states, UTs with the centre. 

 Introduction of National Portability of ration card holders under NFSA. 

 National level de-duplication of all ration cards. 

 Use of advanced analytics to bring improvement, dev of apps, facilitating cross learning and sharing of best 

practices between states/UTs. 

 Will facilitate beneficiaries to lift their entitled food grain from any Fair Price Shop of their choice in the country 

without the need of obtaining new ration cards. 

 Implemented by Department of Food and PDS. 

 

New Rubber Policy 

 The National Rubber Policy includes several provisions to support the Natural Rubber(NR) production sector and 

the entire rubber industry value chain. The Policy covers - 

o new planting and replanting of rubber 

o support for growers 

o processing and marketing of natural rubber  

o labour shortage 

o external trade 

o Centre-State integrated strategies 

o research and training 

o rubber product manufacturing and export (I)climate change concerns and the carbon market. 

 

Food Mitra Scheme 

 Launched by M of Health and Family Welfare for strengthening and scaling up ‗Eat Right India‘ movement. 

 A scheme to support small and medium scale food businesses to comply with the food safety laws and 

facilitate licensing and registration, hygiene ratings and training. 

 Apart from strengthening food safety, this scheme would also create new employment opportunities for 

youth, particularly with food and nutrition background. 

 Food Safety Mitra‘s will be chosen. They undergo training and certification by FSSAI to do their work and get paid 

by food businesses for their services.  

 ‗Eat Right Jacket‘, and ‗Eat Right Jhola‘ was also launched to strengthen food safety administration. 

 

e-NAM 

 E-NAM i.e. National Agriculture Market is a pan-India electronic trading (e-trading) portal which seeks to 

network the existing physical regulated wholesale market (known as APMC market) through a virtual platform to 

create a unified national market for agricultural commodities 

 e-NAM platform promotes better marketing opportunities for the farmers to sell their produce through online 

competitive and transparent price discovery system and online payment facility. 

 It also promotes prices commensurate with the quality of produce. 

 The e-NAM portal provides single window services for all APMC related information and services. 

 This includes commodity arrivals, quality & prices, buy & sell offers & e-payment settlement directly into farmers‗ 

account, among other services. 

 Farmers can access the information on e-NAM easily through their mobile phones from anywhere. 

 585 Regulated Markets of 16 States and 2 Union Territories have been integrated to e-NAM platform. Government 

has also decided to integrate additional 415 markets by March,2020. 

 

Agri-Market Infrastructure Fund 

 The Cabinet Committee of Economic Affairs Chaired by Prime Minister gave its approval for the creation of a 

corpus of Rs. 2000 crores for Agri-Market Infrastructure Fund. 
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Features of the scheme 

 Agri-Market Infrastructure Fund (AMIF) to be created with National Bank for Agriculture and Rural 

Development (NABARD) for development and up-gradation of agricultural marketing infrastructure in 

Gramin Agricultural Markets and Regulated Wholesale Markets. 

 It will provide the State/UT Governments subsidized loan for innovative integrated market infrastructure 

projects including Hub and Spoke model and in the Public-Private Partnership model.  

 In these GrAMs, physical and basic infrastructure will be strengthened using MGNREGA and other Government 

Schemes. 

 The Scheme will be operational from 2018-19 to 2025-26 which includes a moratorium period of 2 years. 

 

Agricultural Produce Market Committee 

 An Agricultural Produce Market Committee (APMC) is a marketing board established by a state 

government in India. 

 It is to ensure farmers are safeguarded from exploitation by large retailers, as well as ensuring the 

farm to retail price spread does not reach excessively high levels.  

 The first sale of agriculture produce can occur only at the market yards (mandis) of APMC. 

 

NABARD 

 National Bank for Agriculture and Rural Development (NABARD) was established on 12 July 1982 by an Act of the 

Parliament.  

 NABARD, as a Development Bank, is mandated for providing and regulating credit and other facilities 

for the promotion and development of agriculture, small scale industries, cottage, and village 

industries, handicrafts, and other rural crafts and other allied economic activities in rural areas. 

 Initially, both Government of India and RBI had shares in NABARD. Currently, theentireshare is held by the 

Government on India. 

 NABARD generally does not take any financing activities. It refinances the financial institutions, which 

further finance the rural sector. 

 

Gramin Agricultural Markets (GrAMs) 

 These are “Retail agricultural markets in close proximity of the farm gate that promote and service a 

more efficient transaction of the farmers‘ produce across the agricultural sub-sectors, by enabling both direct 

sales, between the producer and consumer, and aggregation of small produce-lots for the subsequent 

transaction, both of which can occur either physically or online‖. 

 GrAMs may be located at the existing periodical markets, which are owned and managed by different 

agencies and individuals, such as Rural Local Bodies (RLBs) – Gram Panchayats, Urban Local Bodies (ULBs) – 

Town Panchayats, Municipalities, APMCs/RMCs, Trusts – Temples, WAQF, Private individuals, etc. 

 

Animal Husbandry Infra fund: 

 It would be a 15000 crores fund. 

 AHIDF would facilitate much needed incentivisation of investments in establishment of such infrastructure for 

dairy and meat processing and value addition infrastructure and establishment of animal feed plant in the private 

sector.  

 The eligible beneficiaries under the Scheme would be Farmer Producer Organizations (FPOs), MSMEs, 

Section 8 Companies, Private Companies and individual entrepreneur with minimum 10% margin 

money contribution by them.  

 The balance 90% would be the loan component to be made available by scheduled banks. 

 Government of India will provide 3% interest subvention to eligible beneficiaries.  

 There will be 2 years moratorium period for principal loan amount and 6 years repayment period thereafter. 

 Government of India would also set up Credit Guarantee Fund of Rs. 750 crore to be managed by NABARD.  

 Credit guarantee would be provided to those sanctioned projects which are covered under MSME defined ceilings. 

Guarantee Coverage would be upto 25% of Credit facility of borrower. 

 

Protected Special Agricultural Zone‟ (PSAZ) 

 Chief Minister of Tamil Nadu announced that Tamil Nadu‟s rice bowl comprising eight districts would be 

declared as ‗Protected Special Agricultural Zone‘ (PSAZ). 
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Details: 

 As per the new law, zinc/copper/aluminum smelter, iron ore processing plants, tannery, hydrocarbon 

exploration, and other industries would not be permitted in the PSAZ. 

 The law excludes infrastructure projects, like a building of harbour, laying of roads, pipeline, 

telecommunications, and water or power supply lines. 

 It also provides for setting up of Tamil Nadu Protected Agricultural Zone Authority, headed by the Chief Minister. 

The Authority will have 30 members. 

 Bill helps to bring food security for Tamil Nadu and Safeguards the interests of the farmers. 

 

Kaveri Basin: 

 Kaveri is an Indian river flowing through the states of Karnataka and Tamil Nadu.  

 It is the third-largest river – after Godavari and Krishna – in South India and the largest in Tamil Nadu, which, on 

its course, bisects the state into North and South. 

 

Minimum Support Price (MSP) for Non-Timber Forest Products (NTFP) 

 Lakhs of tribal‘s in Odisha, who have pinned their hopes on sale of Non-Timber Forest Products (NTFP) being 

collected during March-June, are staring at a grim future as the COVID19 lockdown has coincided with the 

harvesting season. 

 

Non-Timber Forest Products (NTFP) 

 Wild honey, tamarind, mango, tendu leaves, sal leaves, sal seeds, mahua seeds, neem seeds, karanj (pongamia) 

seeds, mahua flowers and tejpatta (bay leaf) are major NTFPs collected during the summer season.  

 State government should immediately establish and ensure collection centers under Van Dhan Vikash Kendra 

scheme assuring minimum support price and total procurement of minor forest products to forest dependent 

communities.  

 

Van Dhan Vikas Karyakram:  

 It is primarily a component under the Mechanism for Marketing of Minor Forest Produce (MFP) through 

Minimum Support Price (MSP) & Development of Value Chain of Ministry of Tribal Affairs (MoTA). 

 

Minimum Support Price (MSP) 

 It is a form of market intervention by the Government of India to insure agricultural producers against any sharp 

fall in farm prices.  

 The minimum support prices are announced by the Government of India at the beginning of the sowing season for 

certain crops on the basis of the recommendations of the Commission for Agricultural Costs and Prices 

(CACP). 

 MSP is price fixed by Government of India to protect the producer - farmers - against excessive fall in price during 

bumper production years.  

 The major objectives are to support the farmers from distress sales and to procure food grains for 

public distribution.  

 The programme aims to tap into traditional knowledge & skill sets of tribals by adding technology & IT to upgrade 

it at each stage and to convert the tribal wisdom into a viable economic activity. 

 It is an initiative of the Ministry of Tribal Affairs and TRIFED. The scheme will be implemented through Ministry 

of Tribal Affairs as Nodal Department at the Central Level and TRIFED as Nodal Agency at the National Level. 

 

TRIFED 

 It is a national-level apex organization functioning under the administrative control of Ministry of Tribal Affairs, 

Govt. of India.  

 It is engaged in marketing development of tribal products and provides marketing support to the products made 

by tribals through a network of retail outlets. 

 

Food price index 

 The food price index of the Food and Agricultural Organization, which was showing a rising trend in food 

prices until January 2020, reported a 1% decline in prices month on-month in February 2020.  

 This is likely to worsen further, particularly for cash crops due to declining demand. 
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 The slowdown in the economy domestically and the expected recession worldwide will contribute to lower demand 

for agricultural commodities.  

 

What the government can do? 

 Political expediency and fiscal concerns led the government to stock up food grains, with the Food Corporation 

of India (FCI) reporting 77 million tonnes of cereals in stocks as against the buffer requirement of 21 million 

tonnes as on April 1.  

 For the immediate short-term, farmers need to be compensated for the loss of income and the best way to do it is 

through the PMKISAN scheme. 

 Pradhan Mantri Kisan Samman Nidhi (PM-KISAN) is a Central Sector scheme with 100% funding from 

Government of India. 

 Under the Scheme an income support of Rs.6000/- per year is provided to all farmer families across the 

country in three equal installments of Rs.2000/- each every four months. 

 Definition of family for the Scheme is husband, wife and minor children. 

 The entire responsibility of identification of beneficiary farmer families rests with the State / UT Governments. 

 The fund is directly transferred to the bank accounts of the beneficiaries. 

 

About FAO‟s Food Price Index 

 It is a measure of the monthly change in international prices of a basket of food commodities. It consists of the 

average of five commodity group price indices, weighted with the average export shares of each of the groups for 

2002-2004. 

 Those 5 commodities are: cereals, vegetable oil, dairy, meat and sugar. 

 

About FAO 

 The Food and Agriculture Organization of the United Nations is a specialized agency of the United Nations that 

leads international efforts to defeat hunger and improve nutrition and food security. 

 

The Food Corporation of India  

It was setup under the Food Corporation's Act 1964, in order to fulfil following objectives of the Food Policy: 

 Effective price support operations for safeguarding the interests of the farmers. 

 Distribution of food grains throughout the country for public distribution system. 

 Maintaining satisfactory level of operational and buffer stocks of food grains to ensure National Food Security 

 

Market Intervention Scheme  
 Fruit and vegetable farmers have been among the hardest hit by the lockdown imposed to contain the spread of 

corona virus (COVID-19) 

 The Centre has now directed all the States and Union Territories to implement the Market Intervention 

Scheme to ensure remunerative prices for perishable crops. 

 

About Market Intervention Scheme:  

 It is meant to protect the growers of perishable commodities from making distress sales, especially at 

times when prices fall below the cost of production.  

 The scheme can be invoked by a State, which is willing to bear half the losses of procurement, with the 

remainder being borne by the Centre, whenever there is a 10% fall in ruling market prices in comparison to the 

previous normal year. 

 The Centre has extended the procurement window for its Price Support Scheme,  

 Under the schemes, National Agricultural Cooperative Marketing Federation of India Limited 

(NAFED) and other agencies procure pulses and oilseeds, up to 90 days from the date of commencement of the 

scheme in each State.  
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NATIONAL INVESTMENT AND MANUFACTURING ZONES 

 Recently, the Government of India has granted the final approval to three National Investment and Manufacturing 

Zones (NIMZ), namely Prakasam (Andhra Pradesh), Sangareddy (Telangana) and Kalinganagar 

(Odisha). 

 The Government of India had notified the National Manufacturing Policy (NMP) in 2011 with the objective 

of enhancing the share of manufacturing in GDP to 25% and creating 100 million jobs by 2022.  

 So far, the Government of India has granted ‗in-principle‘ approval to the sixteen NIMZs (outside the DMIC 

region) and eight Investment Regions along the Delhi Mumbai Industrial Corridor (DMIC) project. 

 

More about National Investment and Manufacturing Zones (NIMZ) 

 The NIMZs are envisaged as integrated industrial townships with state-of-the-art infrastructure, land use on the 

basis of zoning, etc. 

 At least 30% of the total land area proposed for the NIMZ will be utilized for location of manufacturing units. 

 The land for these zones will preferably be waste infertile land not suitable for cultivation, not in the vicinity of 

any ecologically fragile area and with reasonable access to basic resources. 

 On receipt of final approval, the NIMZ will be declared by the State Government as an industrial township 

under Article 243Q(1)(c) of the Constitution. 

 Central government provides external physical infrastructure linkages to the NIMZs including rail, road, 

ports, airports and telecom, in a time-bound manner and also provides viability gap funding wherever required. 

 The State Government will constitute a Special Purpose Vehicle (SPV) to discharge the functions specified in 

the policy. 

 The SPV will prepare a strategy for the development of the zone and an action-plan for self-regulation to serve the 

purpose of the policy. 

 The Department for Promotion of Industry and Internal Trade (former DIPP) is the nodal agency for 

NIMZ. 

 

Difference between NIMZ and SEZ 

FACTORS  NIMZ  SEZ 

Origin NIMZ Policy, 2011 SEZ Act, 2005 

Minimum Area 5000 Hectare 10-1000 Hectare, Depending upon the sector 

Maximum Area Not Specific 5000 Hectare 

IT Exemption Not Specific 100% (First five years), 50% for next five 

EIA Provided by State Government Provided by Project Developer 

 

SMART CITIES MISSION 
GOI launched the mission in 2015. 

 The strategic components of Area-based development in the Smart Cities Mission are city improvement 

(retrofitting), city renewal (redevelopment) and city extension (Greenfield development) plus a Pan-city 

initiative in which Smart Solutions are applied covering larger parts of the city. 

 The implementation of the Mission at the City level will be done by a Special Purpose Vehicle (SPV) created 

for the purpose. 

 It will be operated as a Centrally Sponsored Scheme (CSS) and the Central Government proposes to give 

financial support to the Mission to the extent of Rs. 48,000 crores over five years i.e. on an average Rs. 100 crores 

per city per year. An equal amount, on a matching basis, will have to be contributed by the State/ULB. 

 Every Smart City will have a Smart City Centre (SCC) (i.e. Integrated Command and Control Centre). The SCC 

functions as a city‘s nervous system where digital technologies are integrated with social, physical, and 

environmental aspects of the city, to enable centralized monitoring and decision making.  

 Varanasi Smart City Development Plan: Technical assistance for the redevelopment of Varanasi railway 

station under the VSCDP will be extended by UK. 
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K-FON Project 

 The government has officially cleared the K-Fon project aimed at providing free high speed Internet connection to 

over 20 lakh BPL families in Kerala. 

 A consortium led by Bharat Electronics Limited had bagged the bid for the ambitious project to be completed 

by December 2020. 

 The scheme is being implemented with financial assistance from the KIIFB as part of an ambitious programme to 

ensure all citizens have access to Internet. It envisages a State-wide optical fibre network to be set up by Kerala 

State Electricity Board Limited and Kerala State IT Infrastructure Limited to link houses andoffices. 

 

NATIONAL INFRASTRUCTURE PIPELINE 

Government released a report titled NIP 

 Government needs to spend 1.4 trillion US $ in infrastructure to achieve the GDP of 5 trillion $ by 2024-25. 

 NIP takes account of the projects to be implemented over next five years in 18 states. 

 Includes both economic (Roads, energy, railways) and social (education, health, sports) 

 The Finance Minister released the Report of the Task Force on National Infrastructure Pipeline (abridged version) 

on 31.12.2019.  

 The task force is chaired by Secretary, Department of Economic Affairs, Ministry of Finance 

 It would include green field and brown field projects costing above Rs. 100 Crore each. 

 The NIP has projected total infrastructure investment of Rs. 102 lakh Crores (10.2 million crore) during the period 

FY 2020 to 2025 in India. Energy (24 per cent), Roads (19 per cent), Urban (16 per cent), and Railways (13 per 

cent) amount to over 70 per cent of the projected capital expenditure during the said period. 

 As per the NIP, Central Government (39 per cent) and State Government (39 per cent) are expected to have equal 

share in funding of the projects followed by the Private Sector (22 per cent). It is expected that private sector share 

may increase to 30 per cent by 2025. 

 

DISINVESTMENT 

 The Government is looking for asset monetization from land and property of various PSUs.  

 The Department of Investment and Public Asset Management is in the process of appointing a panel of six 

transaction advisors who will help it with sale of non-core assets of PSUs. 

 Centre has given in-principle approval for the strategic disinvestment of the government shareholding along with 

management control in 5 PSUs such as BPCL, CCI etc. 

 Disinvestment refers to the government selling or liquidating its assets or stakes in PSE (public sector enterprise). 

 DIPAM under Ministry of finance is the nodal agency for disinvestment 

 In this direction, the Government adopted the 'Disinvestment Policy' with main objectives- 

o To reduce the financial burden on the Government 

o To improve public finances 

o To introduce, competition and market discipline 

o To fund growth 

o To encourage wider share of ownership 

o To depoliticize non-essential services 

 

NEW PROCESS OF STRATEGIC DISINVESTMENT 

 The Union Cabinet approved the new Strategic Disinvestment policy under which the Department of Investment 

and Public Asset Management (DIPAM) under the Ministry of Finance has been made the nodal department for 

the strategic stake sale. 

 DIPAM and NITI Aayog will now jointly identify PSUs for strategic disinvestment 

 DIPAM secretary would now co-chair the inter-minister group on disinvestment, along with the secretary of 

administrative ministries concerned. 

 Announcements in Budget 2020-2021- The government has promised to raise Rs 210,000 crore in 2020-21, 

compared to only Rs 65,000 crore in 2019-20. 

 

Methods of Disinvestment 

Stock market: Initial Public Offering (IPO), Further Public Offering (FPO), and Offer for sale (OFS) offer are such 

methods through the stock markets. 
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Institutional Placement Program (IPP): only Institutions can participate in the offering. 

 

Exchange Traded Fund (ETF)- allows simultaneous sale of government stake in various CPSEs across diverse 

sectors through single offering. It provides a mechanism to monetize its shareholding in those CPSEs, which form part 

of the ETF basket. Currently, it consists of (i) CPSE-ETF and (ii) Bharat-22 ETF 

 

Strategic Disinvestment: 

 It is the sale of substantial portion of the Government shareholding of a central public sector enterprise 

(CPSE) of up to 50%, or such higher percentage along with transfer of management control. 

 It intended for efficient management of Government investment in CPSEs. Various program like addressing issues 

such as capital restructuring, dividend, bonus shares, made as part of this policy. 

 Disinvestment allows the transferring of the Indian Govt's enormous public debt of its PSU to the Indian pvt 

sector. 

 

Debt- ETF: It was announced in the interim Budget 2019-20. DIPAM is in the process of creating a Debt-ETF to 

enable CPSEs to access 

 

PACE setter Fund 

 The PACE setter fund was constituted by India and the USA in 2015 as a joint fund to provide early-stage grant 

funding to accelerate the commercialization of innovative off-grid clean energy products, systems, and business 

models 

 The Ministry of New and Renewable Energy awarded Grants to the awardees of the of PACE setter fund 

programme 

 

Railway Restructuring 

 The Union Cabinet approved an organisational restructuring of the Indian Railways, including the merger 

of eight Group A services, which is expected to end departmentalism, promote smooth working and expedite 

decision- making. The Railway Board will be revamped along functional lines and its strength pruned to make it a 

leaner organisation. 

 The eight Group A services will be merged into a central service called the Indian Railway Management Service. 

Currently, the Indian Railways is organised into departments such as traffic, civil, mechanical, electrical, signal & 

telecom, stores, personnel, and accounts. These departments are vertically separated and are each headed by a 

secretary-level officer (member) in the Railway Board. 

 This is going to streamline operations and provide flexibility on how they deploy people. It is another step towards 

corporatisation 

 

Digitisation of Land Records 

 About 90 per cent of villages in India have computerised the Records of Right (RoR), the basic primary 

record that shows land rights and property transactions. 

 About 53 per cent of cadastral maps showing the boundaries and ownership of land parcels have been digitised, 

the Ministry of Rural Development told the Rajya Sabha 

 Till date, the computerisation of RoR has been completed in 5,91,221 (90 per cent) villages out of 6,55,959 villages 

across the country, and 66,60,226 (53 per cent) cadastral maps have been digitised out of 1,24,92,526 cadastral 

maps 

 Along with some States in the North East, Kerala (43.24 per cent) and Jammu and Kashmir (9.32 per 

cent) are lagging behind in the computerisation of land records. 

 Telangana and Maharashtra top the list of states with 99% computerization of land records data followed by 

Andhra Pradesh at 98%. 

 Maharashtra first state to integrate its land records with the web portal of PM Fasal Bima Yojana (PMFBY) 

 

Government-Owned Contractor-Operated Model (GOCO) 

 The Army has recently started its programme to seek potential industry partners to implement the GOCO model 

for its base and ordnance depots.  

 The GOCO model was one of the recommendations of the Lt. Gen. D B Shekatkar (Retd.) committee to 

―enhance combat capability and re-balancing defence expenditure. 



PRELIMS XPRESS 2020:: ECONOMY 
 

pg. 38 

 Goco Model is a model where the assets are owned by the government while the working and 

operations are outsourced to industry players. 

 

“Give it Up” Campaign 

 After the Give it up campaign in the LPG, Government has now proposed a similar campaign in the railway 

ticketing sector. 

 The Scheme involves asking passengers to sacrifice the subsidy on train tickets. 

 The official said the Indian Railways recovers only 53 per cent of the cost of a ticket from a passenger, which puts 

additional pressure on the network in terms of earnings 

 The remaining 47 per cent is given as subsidy to the passengers. 

 The passengers will have the option of buying the train ticket with or without subsidy. 

 

Dholera Special investment region 

 The Dholera Special Investment Region is one of the several greenfield cities that have been planned on the 

Delhi Mumbai Industrial Corridor(DMIC). 

 The government had set up the Gujarat Industrial Corridor Corporation (GICC), an SPV to oversee 

development on theDMIC 

 The Dholera SIR is slated to be bigger than Singapore. It covers an estimated 920 square kilometers, 

encompassing 22 villages of Dholera taluka of Ahmedabad district and is strategically located between 

Ahmedabad, Vadodara andBhavnagar 

 

Government E-Marketplace (GeM) 

 Recently the government has announced an MoU between GeM and SIDBI. The MoU seeks to benefit MSMEs, 

women entrepreneurs, Self Help Groups (SHGs), Women Self Help Groups and various loan beneficiaries under 

MUDRA and Stand-up India scheme. 

 It regulates the procurement of goods and services done by the Government Ministries and 

Departments, Public Sector Undertakings and other apex autonomous bodies of the Central Government. 

 Being an open platform, GeM offers no entry barriers to suppliers who wish to do business with the Government. 

 GeM has been developed by the Ministry of Electronics and Information Technology 

 

North East Gas Grid Project 

 The Cabinet Committee on Economic Affairs has approved a Capital Grant as the Viability Gap Funding to 

Indradhanush Gas Grid Ltd for setting up the North East Natural Gas Pipeline Grid. 

 A total of ₹5,559 crore has been earmarked as VGF. 

 As per the plan, a 1,656-km gas pipeline grid would connect the eight states of the North-Eastern region, 

namely, Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim and Tripura. 

 The Capital Grant will provide natural gas supplies to various types of consumers, including Industrial, PNG 

(Domestic), and CNG (Transport), among others, and would help in substituting liquid fuels. 

 The pipeline grid would ensure reliable and uninterrupted natural gas supplies to consumers who are otherwise 

severely affected due to various reasons in this part of the country. 

 

Adjusted Gross Revenue (AGR) 

Background: 

 Under the National Telecom Policy, 1994 mobile telephone operators were required to share a percentage 

of their AGR with the government as annual license fee (LF) and spectrum usage charges(SUC). 

 License agreements between the Department of Telecommunications (DoT) and the telecom 

companies define the gross revenues of thelatter. 

 AGR is then computed after allowing for certain deductions spelt out in these license agreements. 

 

Issue: 

 Supreme court in 2019 gave a judgement wherein private telecom service providers have to pay out higher 

sums towards license fee and spectrum usage fee, which are dependent on the value ofAGR 

 The definition of AGR has been such a contentious issue because it has huge financial implications for both telcos 

and the government. 

 The revenue shared by telcos with the government goes into the consolidated fund of India. 
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 It was estimated, after the SC‗s judgment, that the telecom operators owe the government about ₹92,000 crore in 

back charges, interest and penalties on license feealone. 

 While the government has been deprived of the extra revenue, the financial implications for telecom companies 

who now have to cough up overdue amounts piled up for years — are serious too. 

 

25k Crore fund for Housing sector 

 The government approved setting up of a Rs 25,000 crore bailout fund to finance 1,600 stalled housing 

projects as it looks to boost the economy by kick starting incomplete projects. 

 The government will put in Rs 10,000 crore in this alternative investment fund (AIF) while SBI and 

LIC would provide Rs 15,000 crore, taking the total size to Rs 25,000crore. 

 This will finance 1,600 stalled housing projects comprising 4,58,000 housing units across thecountry. 

 Housing projects that are NPA or in NCLT can also be funded by the Rs 25,000 cr alternate real estatefund. 
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POWER GENERATION 

 India is the world's third-largest producer and third-largest consumer of electricity. The national electric 

grid in India has an installed capacity of 368.79 GW as of 31 December 2019 

 India proposes to have the capacity of renewable of 175 GW by 2022 and 500 GW by 2030. 

 The private sector accounts for almost half the installed power generation capacity. 

 In the last 3 years, growth in generation from renewables has been close to 25%. 

 Highest per capita consumption in 2018 is in Dadra and Nagar Haveli at 15,179 kWh, which is followed by the 

states of Gujarat, Haryana, and Punjab. 

 Lowest per capita consumption is in Bihar, followed by Assam, Nagaland, Manipur and Tripura. 

 

Fuel MW % Total 

Total Thermal 230701 62.8 

Coal 198498 54.2 

Lignite 6760 1.7 

Gas 24937 6.9 

Diesel 510 0.1 

Hydro (Renewable) 45699 12.4 

Nuclear 6780 1.9 

MNRE 86759 23.5 

 

Break up of Renewable Energy Installed capacity as on 31.01.2020 (in MW) 

 

Type Power (MW) 

Small Hydro (<=25 Mw) 4676.56 

Biomass 9861.31 

Waste to Energy 139.80 

Wind Power 3760.70 

Solar 34035.66 

Total 86321.03 

 

SMART METERS 
 Ministry of Power has asked state electricity regulators to come up with discounted tariffs for users subscribing to 

smart prepaid meters and provided 6 months for implementing its directive. 

 They are part of advanced metering infrastructure solution that measures and records electricity use at 

different times of the day and send this information to energy supplier. 

 They allow two-way communication, between energy providers and consumers of electricity. 

 It reduces the operational costs of energy companies by improved billing. 

 For consumers, it would allow consumers to pay at their own convenience, requirement and consumption. 

Initiatives taken to promote smart meters 

 Last year, Ministry issued guidelines to all States to convert all existing consumer meters into ―smart meters in 

prepaid mode.” 

 UDAY scheme has provision for installing the smart prepaid meters. 

 Also, National Electricity Policy, in 2005, had stated that state electricity regulators should encourage use of pre-

paid meters. 

 

Pan India Real Time Market for electricity: 

 An organized market platform to enable the buyers and sellers pan-India to meet their energy requirement. 

 Launched by Power Ministry 

 The concept of “Gate Closure” has been introduced for bringing in the desired firmness in schedules during the 

hours of market operation. 

 Provide an alternate mechanism for Discoms to access electricity at competitive price. 

GS-III  ECONOMY 
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 National Load Despatch Centre-POSOCO is facilitating necessary automation in coordination with power 

exchanges. 

 

Corporate Social Responsibility (CSR) 

 Corporate social responsibility is a type of international private business self-regulation that aims to contribute to 

societal goals of a philanthropic, activist, or charitable nature or by engage in or support volunteering or ethically- 

oriented practices. 

 CSR rules mandate that every company with a net worth of Rs 500 crore or more, or turnover of Rs 1,000 crore or 

more, or a net profit of Rs 5 crore or more, during any financial year has to constitute a CSR committee and has to 

spend 2% of the average net profit over the last three financial years on CSR activities. 

 

Anil Baijal Committee 

 A recent committee (Anil Baijal Committee) on new CSR norms suggested that violations should be regarded as 

civil offences that are liable to monetary penalties along with a number of other suggestions to make CSR 

provisions more effective and less burdensome for companies. 

 It also suggested providing for imprisonment of up to three years for executives of companies that broke CSR rules 

apart from fines. 

 However, the government will not operationalise the new corporate social responsibility (CSR) provisions in the 

recently amended Companies Act that make violations punishable by jail, following intense lobbying. 

 

Index of Industrial Production 

 Whole industrial sector is divided into three sub-sectors, namely manufacturing, mining and electricity — or 

look at the use-based classification. 

 Released by CSO, 2011-12 base year. 

 IIP is a short term indicator of industrial growth until the results from the Annual Survey of Industries (ASI) 

and National Accounts Statistics (Eg: GDP) are available. 

 In the sectoral classification, manufacturing has the highest weight of 77.6%, mining has 14.4% share and 

electricity has 8% weight. 

 Within the use-based classification, data is provided for six categories.  

o Primary Goods (consisting of mining, electricity, fuels and fertilizers) — this has a weight of 34% 

o Capital Goods (e.g. Machinery items) — this has a weight of 8% 

o Intermediate Goods (e.g. yarns, chemicals, semi-finished steel items, etc.) — this has a weight of 17% 

o Infrastructure Goods (e.g. paints, cement, cables, bricks and tiles, rail materials, etc) — this has a weight of 

12% 

o Consumer Durables (e.g. garments, telephones, passenger vehicles, etc) — this has a weight of 13% 

o Consumer Non-durables (e.g. food items, medicines, toiletries, etc) — this has a weight of 15%. 

 

Purchasing Manager's Index (PMI) by Japanese firm Nikkei 
● It is an indicator of business activity - both in the manufacturing and services sectors. 

● The purpose of the PMI is to provide information about current business conditions to company decision makers, 

analysts and purchasing managers. 

● It is a survey-based measures that asks the respondents about changes in their perception of some key business 

variables from the month before. 

● It is calculated separately for the manufacturing and services sectors and then a composite index is 

constructed.  

● A figure above 50 denotes expansion in business activity. Anything below 50 denotes contraction. 

● For India, the PMI Data is published by Japanese firm Nikkei but compiled and constructed by Markit 

Economics (for the US, it is the ISM). 

● The PMI is usually released at the start of every month. It is, therefore, considered a good leading indicator 

of economic activity. 

● PMI was originally developed in 1948 by the US-based non-profit group namely Institute of Supply 

Management (ISM). 

● To provide information about current and future business conditions to company decision-makers, analysts, and 

investors. As the official data on industrial output, manufacturing and GDP growth comes much later, PMI helps 

to make informed decisions at an earlier stage. 
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The Index of Eight Core Industries  
● It measures the performance of eight core industries i.e., Coal, Crude Oil, Natural Gas, Refinery Products, 

Fertilizers, Steel, Cement and Electricity. The industries included in the Index of Eight Core Industries comprise 

40.27 per cent weight in the Index of Industrial Production (IIP). 

● The Index of Eight Core Industries is a monthly production index, which is also considered as a lead indicator 

of the monthly industrial performance.  

● The index is calculated by using the Laspeyre‟s formula of weighted arithmetic mean of quantity relatives. 

● The objective of the ICI is to provide an advance indication on production performance of industries of ‗core‘ 

nature before the release of Index of Industrial Production (IIP) by Central Statistics Office. 

● The Index of Eight Core Industries is compiled and released by Office of the Economic Adviser (OEA), 

Department of Industrial Policy & Promotion (DIPP), Ministry of Commerce & Industry, Government of 

India. 

● The Central Statistics Office (CSO), Ministry of Statistics and Program Implementation, has revised the base year 

of the all-India Index of Industrial Production (IIP) from 2004-05 to 2011-12. Accordingly, Index of core 

Industries has also been revised to align with the revised IIP. 

 

International Cooperation Scheme 

● The Ministry of Micro, Small and Medium Enterprises (MSME) is implementing International Cooperation (IC) 

Scheme. 

● The Scheme supports MSMEs by way of participation in international events for exploring export opportunities, 

access to international business networks, technology up-gradation/modernization, improved competitiveness, 

awareness of better manufacturing practices etc. 

 

Credit Guarantee Scheme for Sub-ordinate Debt (CGSSD) 

 The government will provide a subordinate debt facility to the promoters of micro, small and medium 

enterprises that are either distressed or classified under non-performing assets. 

 The scheme will provide a guarantee cover worth Rs 20,000 crore to more than two lakh MSMEs. 

 Launched by Ministry of Micro, Small and Medium Industry. 

 The scheme will be operationalised through the Credit Guarantee Fund Trust for MSEs (CGTMSE). 

 The promoters will be provided credit equal to 15 per cent of their stake (equity plus debt) or Rs 75 

lakh, whichever is lower. 

 The government will provide the guarantee cover to promoters who can take debt from banks to further invest in 

stressed MSMEs as equity. 

 Scheme is part of government's Atma-nirbhar Bharat package. 

 

Mineral Laws (Amendment) Bill, 2020 

 Recently, the Parliament has passed Mineral Laws (Amendment) Bill, 2020 

 The Bill amends  

o The Mines and Minerals (Development and Regulation) Act, 1957 (MMDR Act) and  

o The Coal Mines (Special Provisions) Act, 2015 (CMSP Act).    

 

New Features: 

 

Removal of restriction on end-use of coal:  

 Currently, companies acquiring coalmines through auctions can use the coal produced only for specified end-

uses such as power generation and steel production.   

 

Eligibility for auction of coal and lignite blocks:  

 The Bill clarifies that the companies need not possess any prior coal mining experience in India to participate in 

the auction of coal and lignite blocks.   

 Further, the competitive bidding process for auction of coal and lignite blocks will not apply to mines considered 

for allotment: 

 A government company or its joint venture for own consumption, sale or any other specified purpose; and  

 A company that has been awarded a power project based on a competitive bid for the tariff. 
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Composite license for prospecting and mining:  

 Currently, separate licenses are provided for prospecting and mining of coal and lignite, called prospecting license, 

and mining lease, respectively.  Prospecting includes exploring, locating, or finding mineral deposits.   

 

Non-exclusive reconnaissance permits holders to get other licenses:  

 Currently, the holders of non-exclusive reconnaissance permits for exploration of certain specified minerals are 

not entitled to obtain a prospecting license or mining lease.  Reconnaissance means preliminary prospecting of a 

mineral through certain surveys.  

 The Bill provides that the holders of such permits may apply for a prospecting license-cum-mining lease or mining 

lease.   This will apply to certain licensees as prescribed in the Bill. 

 

Transfer of statutory clearances to new bidders:  

 Currently, upon expiry, mining leases for specified minerals (minerals other than coal, lignite, and atomic 

minerals) can be transferred to new persons through auction.  This new lessee is required to obtain statutory 

clearances before starting mining operations.   

 The bill provides that the various approvals, licenses, and clearances given to the previous lessee will be extended 

to the successful bidder for two years.  

 During this period, the new lessee will be allowed to continue mining operations.  However, the new lessee must 

obtain all the required clearances within these two years. 

 

Reallocation after the termination of the allocations:  

 The CMSP Act provides for the termination of allotment orders of coalmines in certain cases.  

 The Bill adds that such mines may be reallocated through auction or allotment as may be determined by the 

central government.  The central government will appoint a designated custodian to manage these mines until 

they are reallocated. 

 

Prior approval from the central government:  

 Under the MMDR Act, state governments require prior approval of the central government for granting 

reconnaissance permit, prospecting license, or mining lease for coal and lignite.  

 The Bill provides that prior approval of the central government will not be required in granting these licenses for 

coal and lignite, in certain cases.  These include cases where: (i) the allocation has been done by the central 

government, and (ii) the mining block has been reserved to conserve a mineral.  

 

Advance action for auction:  

 Under the MMDR Act, mining leases for specified minerals (minerals other than coal, lignite, and atomic 

minerals) are auctioned on the expiry of the lease period.  

  The Bill provides that state governments can take advance action for auction of a mining lease before its expiry. 

 

Commercial coal mining 

 Allowed private sector in commercial coal mining 

 Allowed to bid for 50 coal blocks. 

 Allowed to undertake exploration activities. 

 Model of Revenue sharing  

 100% FDI through automatic route allowed and reasonable financial terms and revenue sharing model based on 

National Coal Index. 

 The Coal Ministry is developing a National Coal Index to fix the price of coal for commercial mining. 

 

Hamonised System 

 The Ministry of Commerce and Industry allocated a separate Harmonized System (HS) code for Khadi. 

 Ministry of Commerce and Industry earlier decide to impose high duty on all products categorized as ‗others‘ if 

they are not carrying the specific globally accepted HSN code. 

 

HS Code: 

 The Harmonised System, or simply ‗HS‘, is a six-digit identification code developed by the World Customs 

Organization (WCO).  
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 HSN code was first adopted for customs purposes in India in 1975, with modifications in 1985 and in 2017. 8-digit 

number assigned to goods by organizing them in hierarchical manner.  

 Called the “universal economic language” for goods, it is a multipurpose international product nomenclature. 

 It helps in quick processing of products through various terminals while exporting and importing. 

 

COVID-19 and oil plunge 

 

Why does it matter to the U.S. how much oil its competitors produce? 

 Fracking, which helps extract oil from rocks, and which is a significant source for U.S. extraction firms, does not 

come cheap.  

 Spike in production by Saudi Arabia and Russia typically drives down oil prices, following the traditional concepts 

of supply and demand.  

 Beyond a certain point, U.S. producers may not be able to withstand declining oil prices, considering their costs.  

 

About Fracking 

 Fracking is the process of drilling down into the earth before a high-pressure water mixture is directed at the 

rock to release the gas inside. 

 Water, sand and chemicals are injected into the rock at high pressure, which allows the gas to flow out to the head 

of the well. 

 The process can be carried out vertically or, more commonly, by drilling horizontally to the rock layer, which 

can create new pathways to release gas or used to extend existing channels. 

 Fracking allows drilling firms to access difficult-to-reach resources of oil and gas. 

 

What is Shale oil? 

 It is unconventional oil produced from oil shale rock fragments by pyrolysis, hydrogenation, or thermal 

dissolution. 

 These processes convert the organic matter within the rock into synthetic oil and gas. 

 The resulting oil can be used immediately as a fuel or upgraded to meet refinery feedstock specifications by adding 

hydrogen and removing impurities such as sulphur and nitrogen.  

 The refined products can be used for the same purposes as those derived from crude oil. 

 

Manufacturing of electronics in India: 

 Government has launched three incentive schemes with a total outlay of about ₹48,000 crore to boost large-scale 

manufacturing of electronics in the country. 

o Production linked Incentive:  

o Component Manufacturing Scheme  

o Modified Electronics Manufacturing Clusters  

 

Modified Electronics Manufacturing Clusters (EMC 2.0) Scheme 

 The Union Cabinet has approved financial assistance to the Modified Electronics Manufacturing Clusters 

(EMC2.0) Scheme. 

 

Features of the scheme 

 The EMC 2.0 Scheme would support the setting up of both Electronics Manufacturing Clusters (EMCs) and 

Common Facility Centers (CFCs).   

 Scheme for development of world-class infrastructure along with common facilities and amenities through EMCs 

that will help India to become the mobile manufacturing hub in the world. 

 

Benefits 

Following are the expected outputs/outcomes for the Scheme: 

i. Availability of ready infrastructure and Plug & Play facility for attracting investment in the electronics sector: 

ii. New investment in the electronics sector 

iii. Jobs created by the manufacturing units; 

iv. Revenue in the form of taxes paid by the manufacturing unit 
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Features of National Policy on Electronics 2019 

 Create eco-system for globally competitive ESDM sector: Promoting domestic manufacturing and export in the 

entire value-chain of ESDM. 

 Provide incentives and support for the manufacturing of core electronic components. 

 Provide a special package of incentives for mega projects, which are extremely high-tech and entail huge 

investments, such as semiconductor facilities display fabrication, etc. 

 Formulate suitable schemes and incentive mechanisms to encourage new units and expansion of existing units. 

 Create a Sovereign Patent Fund (SPF) to promote the development and acquisition of IPs in the ESDM sector. 

 Promote trusted electronics value chain initiatives to improve national cyber security profile. 

 

Electronic Development Fund 

 Setup as a funds of fund to participate in professionally managed Daughter Funds, which in turn will provide risk 

capital to companies developing new technologies in the area of electronics, nano-electronics and IT. 

 It attracts venture funds, angel funds and seed funds towards R&D and innovation in specified area. 

 CANBANK Venture Capital funds Ltd. is the fund manager for EDF. The role is to consider requests from the AF, 

VF and SF and recommend to Department of Electronics and IT. 

 

The Modified Special Incentive Package Scheme (M-SIP)  

 This scheme gives a special incentive package to promote large scale manufacturing in the Electronic System 

Design and Manufacturing (ESDM) sector. And also, to create employment opportunities and reduce dependence 

on imports.  

 It tries to achieve the goal of ‗Net Zero imports‘ in electronics by 2020. 

 

Incentives to be provided under the scheme: 

 The incentive under the scheme is in the form of a subsidy for capital expenditure. The subsidy is 20% for 

investments in Special Economic Zones (SEZs) and 25% in non-SEZs. 

 It also provides for reimbursements of CVD/ excise for capital equipment for the non-SEZ units. 

 The incentives are limited to five years from the date of approval. After receiving the incentives, the unit 

should undertake the production for a period of at least 3 years 

 The Ministry of Electronics and Information Technology (MeitY) has released the National Policy on Electronics 

2019 (NPE 2019) that replaces the National Policy of Electronics 2012 (NPE 2012). 

 

ELECRAMA 2020  

 It is a platform for knowledge-sharing with a strong focus on electric vehicles, Internet of Things (IoT), storage 

solutions and renewable energy. It is the flagship showcase of the Indian electrical industry and a platform to 

connect the world with the Indian industry in respect of technology, new trends etc 

 

PURVODAYA 

 Ministry of Petroleum and Natural Gas & Steel has launched Mission PURVODAYA in steel sector. 

 Accelerated development of eastern India through integrated steel hub in Kolkata, West Bengal. 

 The proposed Integrated Steel Hub, will encompass the regions of  Odisha, Jharkhand, Chhattisgarh, West Bengal 

and Northern Andhra Pradesh to enable swift capacity addition and improve overall competitiveness of 

steel producers both in terms of cost and quality. 

 The Integrated Steel Hub would focus on 3 key elements: 

 Capacity addition through easing the setup of Greenfield steel plants 

 Development of steel clusters near integrated steel plants as well as demand centres. 3. Transformation of logistics 

and utilities infrastructure which would change the socio-economic landscape in the East                        

 

Dedicated Freight Corridor  
 Ministry of Railways is implementing two Dedicated Freight Corridors namely. 

o Eastern Dedicated Freight Corridor from Ludhiana to Dankuni (1856 km.) and  

o Western Dedicated Freight Corridor from Dadri to Jawaharlal Nehru Port Trust (1504 km.). 
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Implementing agency: 

 The Dedicated Freight Corridor Corporation of India Limited (DFCCIL) is a Public Sector Undertaking 

(PSU) corporation run by government of India's Ministry of Railways to undertake planning, development, and 

mobilisation of financial resources and construction, maintenance and operation of the Dedicated Freight 

Corridors.  

 The DFCCIL was registered as a company under the Companies Act 1956 in 2006. 

 

Significance: 

 DFC corridor has no level crossings and uses one of the most advanced construction techniques to improve the 

quality and speed of construction. 

 DFC aims to bring down the cost of freight transport using electrical fuel, bigger and larger trains. This will help 

Indian industry to become competitive in the world export market. 

 DFC will help India to achieve target committed by India in the Paris climate accord, by migrating from diesel 

propelled freight trains and fossil fuel-based road traffic to electricity-based railway locomotives. 

 

Payment Infrastructure development fund: 

 The Reserve Bank of India (RBI) will create Payment Infrastructure development fund of a Rs 500-crore. 

 It will encourage acquirers to deploy points of sale (PoS) infrastructure — both physical and digital modes — 

in tier-3 to tier-6 centres as also in north eastern states. 

 The central bank will chip in with an initial contribution of Rs 250 crore. 

 The PIDF will also receive recurring contributions to cover operational expenses from the banks and card 

networks.  

 The RBI will also contribute to yearly shortfalls, if necessary. 

 The PIDF will be governed through an advisory council and managed and administered by the RBI. 

 

Online Gas Trading Platform (IGX): 

 IGX will be a delivery-based trading platform for delivery of natural Gas. 

 IGX will enable market participants to trade in standardised gas contracts.  

 The platform is fully automated with web-based interface to provide seamless trading experience to the 

customers. 

 

E-Choupal 4.0: 

 Platform by ITC India limited. 

 Provide end-to-end and personalised services to the farmers. 

 Enables plug and play possibilities for new agritech start-ups and conventional agri players 

 The benefit of higher digital component lies in the much more real-time integration becoming possible and the 

delivery getting more precise and real time. 

 Integrated and Collaborative platform to revolutionize the farming in India. 
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Kaushal Yuva Samwad 

● Kaushal YuvaSamwaad is aimed at creating an open dialogue with the youth across all skill training centres to 

hear their views which could help the Ministry in improving the overall efficiency of its projects. 

● It is being organized across all Skill India training centres. 

 

Jeevan Kaushal Programme 

● The University Grants Commission (UGC) announced the launch of a― life skills (Jeevan Kaushal) 

programme in the curriculum for undergraduate courses across the country. 

● The new programme, which for 8 credit points, can be accommodated in any semester and is aimed at 

inculcating emotional and intellectual competencies in students develop verbal and non-verbal communication 

skills. 

● The programme will comprise four courses - communication, professional, leadership and universal human values 

and skills. The programme will focus on team work, problem-solving and decision-making. 

 

Periodic Labour Force Survey 

● Launched in April 2017, by NSSO, MOSPI.  

● It was launched as a new regular employment-unemployment survey with certain changes in survey 

methodology, data collection mechanism and sampling design vis-à-vis the earlier quinquennial (once in every five 

years) Employment and Unemployment surveys of NSSO. 

● Objective is to measure quarterly changes of various labor market statistical indicators in urban 

areas as well as generating annual estimated of these indicators both for rural and urban areas at both 

state level and all India level. 

● Would supply data for both the formal and informal sector. 

● It is designed to generate the indicators of labor market operations using two approached, Usual Status (US) 

approach and Current Weekly Status (CWS) approach.  

● In this survey, Computer Assisted Personal interviewing (CAPI) method has been adopted with field 

operators using tablets to enter the data. This would generate more accurate and timely information.  

● Earlier surveys were quinquennial (once in every five years). 

● Small Matters, A report released by ILO, said 85% of workers in India are self-employed or do casual work. 

 

Key Finding  

● Self-employment between 2009-10 to 2017-18 among, 

o Rural men increased to 57.8% from 53.5%. 

o Rural women increased to 57.7% from 55.7 %. 

o Urban men decreased to 39.2% from 41.1% 

o Urban women decreased to 34.7% from 41.1% 

● In the urban areas, there is a decline in the percentage of self-employed or casual labour due increase in the 

percentage of people working on regular wage or salary. 

● About 60% of self-employed are engaged in agriculture which is less productive and this share is significantly 

higher in rural areas than urban ones. 

● Nagaland has the highest unemployment rate among the states at 21.4% followed by Goa and Manipur. 

Meghalaya has the lowest at 1.5% 

 

Conceptual Framework of Key Employment and Unemployment Indicators:  

 Labour Force Participation Rate (LFPR): LFPR is defined as the percentage of persons in labour force (i.e. 

working or seeking or available for work) in the population. 

 Worker Population Ratio (WPR): WPR is defined as the percentage of employed persons in the population. 

 Unemployment Rate (UR): UR is defined as the percentage of persons unemployed among the persons in the 

labour force. 

 Activity Status- Usual Status: The activity status of a person is determined on the basis of the activities 

pursued by the person during the specified reference period. When the activity status is determined on the basis of 

the reference period of last 365 days preceding the date of survey, it is known as the usual activity status of the 

person. 
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 Activity Status- Current Weekly Status (CWS): The activity status determined on the basis of a reference 

period of last 7 days preceding the date of survey is known as the current weekly status (CWS) of the person. 

 

Yuwaah Youth Skilling Initiative 

● Launched by UNICEF in collaboration with the Ministry of Women and Child.  

● It is a multi- stakeholder alliance which aims to facilitate youth to gain relevant skills for productive lives 

and the future of work. 

● The target age group of YuWaah includes adolescent girls and boys  

● YuWaahintends to create platforms to guide youth to market opportunities (career guidance, mentorship, 

internships, apprenticeships) and facilitate the integration of career guidance in school education. 

 

Future Skills Prime 

● The Ministry of Electronics and Information Technology has approved Rs 436 crore over a period of three 

years for Future Skills PRIME, a joint venture between the government and National Association of Software 

and Services Companies 

● The programme, the next level of the Future Skills platform, seeks to skill 412,000 professionals in new technology 

such as artificial intelligence, virtual reality, Internet of Things, Big Data, cybersecurity, social and mobile and so 

on. 

 

 

 

 

NIRVIK Scheme 
● Export Credit Guarantee Corporation of India (ECGC) has introduced NIRVIK scheme to ease the lending 

process and enhance loan availability for exporters. 

● Under the new NIRVIK scheme, which is also called the Export Credit Insurance Scheme (ECIS), the insurance 

cover guaranteed will cover up to 90 per cent of the principal and interest. 

● The insurance cover is expected to bring down the cost of credit due to capital relief, less provision 

requirement and liquidity due to quick settlement of claims and will ensure timely and adequate working capital to 

the export sector. 

 

Edible Oil Imports 

● India is the third-largest consumer of edible oil. 

● The government is considering putting restrictions on the import of all kinds of refined edible oils while 

continuing to keep crude oils under the free category. 

● This will help India encourage import of more crude oils, facilitating better utilisation of the refining 

capacity of the domestic industry. 

● The need to amend the existing trade policy has arisen as the duty on both crude and refined palm oil is going to 

be lowered from January 1, 2020. 

● The duties are set to go down to 37.5% from 40% on crude palm oil and to 45% from 50% on refined palm oil, 

effecting a low differential of 7.5 percentage points between the import duty of crude and refined palm oil. 

● The country imports around 15 million tonnes of edible oil a year, forking out Rs 70,000 crore. Out of this, around 

20% is refined oil sand the rest is crude. If restrictions happen, only crude oil will be imported. 

 

 

 

 

Broadband Readiness Index 

● The Department of Telecom (DoT) and the Indian Council for Research on International 

Economic Relations (ICRIER) signed a Memorandum of Understanding (MoU) to develop a Broadband 

Readiness Index (BRI) for Indian States and Union Territories(UT) 

● The National Digital Communication Policy (NDCP) 2018 acknowledged the need for building a robust digital 

communications infrastructure. 

● The index will appraise the condition of the underlying digital infrastructure and related factors at the 

State/UT level. 

● The BRI consists of two parts.  
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o Part I will focus on infrastructure development based on the measurement of nine parameters. These are 

provided in the table below.  

o Part II consists of demand-side parameters which will be captured through primary surveys. 

 

 Global InnovationIndex-2019 

● Published annually since 2007 by WIPO, the 2019 edition was launched by Commerce and Industry Minister 

in New Delhi. 

● This is for the first time that the GII was launched in an emerging economy. 

● The theme this year is Creating Healthy Lives - The Future of Medical Innovation, which aims to explore the role 

of medical innovation as it shapes the future of healthcare. 

● India‘s Confederation of Indian Industry (CII) is one of the knowledge partners which assist the GII team. 

● India improved its rank in the Global Innovation Index to52Nd. 

 

Travel & Tourism Competitiveness Index 
● It is released by the World Economic Forum 

● India has moved up six places to rank34th. 

● The report states that China, Mexico, Malaysia, Thailand, Brazil and India which are not high-income economies 

but rank in the top 35 in the overall list. 

● Spain has topped the index 

 

World Gold Council Report2019 
● The recent report has ranked India as having the 10th largest Gold Reserves in the world. 

● According to the World Gold Council, India has gold reserves totalling 618.2 tonnes. 

● United States (US) has the largest holding with 8133.5 tonnes, followed by Germany with 3366 tonnes and 

the International Monetary Fund (IMF) with 2814 tonnes. 

● The reports said while the bank bought gold worth $5.1 billion during the period, sold gold worth $1.15 billion. 

 

About World Gold Council 

● The World Gold Council is the market development organisation for the gold industry. 

● It works across all parts of the industry, from gold mining to investment, and their aim is to stimulate and sustain 

demand for gold. 

● Headquarters- London, UK 

● The World Gold Council‘s 25 Members are some of the world‗s most forward-thinking gold mining companies. 

They are headquartered across the world and have mining operations in over 45 countries. 

 

Digital Economy Report 2019-UNCTAD 

● India ranked fourth in terms of growth in the share of the ICT sector's value-added in GDP between 2010 

and2017 

● In terms of the value added in the information and communications technology (ICT) sector, the US and China 

together account for almost 40 per cent of the world total. 

● The global employment in the ICT sector increased from 34 million in 2010 to 39 million in 2015, with computer 

services accounting for the largest share (38 percent). 

● Three developing and transition economies – Brazil, India and Moldova – employed over 50 per cent of ICT 

sector employees in computer services. 

● China and India are leading in the creation of startups, accounting for 58 per cent of the total for the region 

● India ranked 9th in e-commerce sales in 2017 with total sales of $400 billion or 15 per cent as a share of GDP. 

Of the total sale, the share of B2B was 91 per cent at $369billion. 

 

About UNCTAD: 

● UNCTAD is a permanent intergovernmental body established by the United Nations General Assembly in 1964. Its 

headquarters are located in Geneva, Switzerland, and they have offices in New York and AddisAbaba. 

● UNCTAD is part of the UN Secretariat. They report to the UN General Assembly and the Economic and Social 

Council but have their own membership, leadership, and budget. They are also part of the United Nations 

Development Group. 
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LEADS Index 

● The LEADS Index is an effort by the Ministry of Commerce and Industry to establish the baseline of 

performance in the logistics sector based on the perception of users and stakeholders at the State level. 

● The top-ranking state in the logistics sector is Gujarat followed by Punjab and Andhra Pradesh. Among the 

hilly Eastern States Tripura is the top performer and among Union Territories (UTs) Chandigarh was selected as 

the best performing UT. 

● The State Logistics Performance Index is arrived at using a ranking methodology based on a series of meetings 

with stakeholders and online surveys. 

● The indicators covered in the index are infrastructure, services, timelines, traceability, competitiveness, security, 

operating environment and efficiency of regulation. 

 

Global Competitive Index 

● Released by WEF, Singapore has replaced the US as the world's most competitive economy. 

● Launched in 1979, maps the competitiveness landscape of 141 economies through 103 indicators organised 

into 12pillars. 

● India, which was ranked 58th in the last report has slipped 10 points to the 68thrank. 

 

India Innovation Index 

● NITI Aayog with Institute for Competitiveness as the knowledge partner released the India Innovation 

Index (III) 2019. 

● Karnataka is the most innovative major state in India. Tamil Nadu, Maharashtra, Telangana, Haryana, Kerala, 

Uttar Pradesh, West Bengal, Gujarat, and Andhra Pradesh form the remaining top ten major states respectively. 

● Sikkim and Delhi take the top spots among the north-eastern & hill states, and union territories/city-states/small 

states respectively. 

 

Global Wealth Report 

● It is released by Credit Suisse 

● China has overtaken the US to become the country with most people in the top 10% of global wealth distribution. 

● India ranks fifth globally in terms of the number of ultra-high-net-worth individuals. 

● The report has said that 78% of India„s adult population has wealth below $10,000 while 1.8% of 

India„s population has more than $100,000. At the other extreme, 1,790 adults have wealth over $100 

million. 

 

Ease of Doing Business report 2020 

● The World Bank released its latest Doing Business Report(DBR, 2020) 2019.  

● India has recorded a jump of 14 positions against its rank of 77 in 2019to be placed now at 63rd rank among 

190countries 

● India has improved its rank by 79positions in last five years 

● The Doing Business assessment provides objective measures of business regulations and their enforcement across 

190 economies on ten parameters affecting a business through its lifecycle 

● The World Bank has recognized India as one of the top 10 improvers for the third consecutive year. 

 

Global Microscope Report 

● The Global Microscope for Financial Inclusion report is produced by the Economist Intelligence Unit. 

● India is placed among the top nations with the most conducive environment for financial inclusion in terms of 

allowing non- banks to issue e-money, proportionate customer due diligence and effective consumer protection 

● Financial inclusion has improved globally with India, Colombia, Peru, Uruguay and Mexico has the most 

favourable conditions for inclusive finance. 

 

Municipal Performance Index (MPI) & Ease of Living Index (EoLI) 

 Ease of Living Index (EoLI) and Municipal Performance Index (MPI) 2019 have been launched by the Ministry 

of Housing & Urban Affairs. 

 Both these indices are designed to assess the quality of life of citizens in 100 Smart Cities and 14 other Million 

Plus Cities.  
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Municipal Performance Index (MPI) 

 With the Municipal Performance Index 2019, the Ministry has sought to assess the performance of municipalities 

based on five enablers namely Service, Finance, Planning, Technology and Governance  

 This will help Municipalities in better planning and management, filling the gaps in city administration, and 

improving the liveability of cities for its citizens. 

 

Ease of Living Index (EoLI) 

 Ease of Living Index is aimed at providing a holistic view of Indian cities - beginning from the services provided by 

local bodies, the effectiveness of the administration, the outcomes generated through these services in terms of the 

liveability within cities and, finally, the citizen perception of these outcomes.  

 EoLI 2019 will facilitate the assessment of ease of living of citizens across three pillars: Quality of Life, Economic 

Ability and Sustainability 

 

 

 

 

GAFATAX 
● GAFA is an acronym for Google, Apple, Facebook, and Amazon and GAFA Tax refers to the taxes paid by US 

tech giants like Google, Apple, Facebook, Amazon etc in Europe. 

● French Finance minister Bruno Le Maire had recently announced the introduction of a GAFA tax— named 

after Google, Apple, Facebook, Amazon—on large technology and internet companies in France from 1January 

2019. 

 

India International Cooperatives Trade Fair 

● The first-ever 'India International Cooperatives Trade Fair' got underway in New Delhi 

● Organisations from 35 countries are participating in the Fair and they all expressed their happiness at being part 

of this mega event. 

 

India‟s First Women Trade Centre 

● Kerala is slated to set up India‗s first women trade centre in line with the points of the UN sustainable 

development in Kozhikode 

● It is expected to be completed by2022 

● It will focus on empowering women to come forward and participate in international trade and reap the economic 

benefits. 

 

Nobel Prize in Economics 

● The 2019 Nobel Prize in Economics was awarded to Esther Duflo, Abhijit Banerjee and Michael Kremer for their 

work adapting the method of randomized control trials (RCTs) to the field of development 

● The jury believes this new type of experimentation has ―considerably improved our ability to fight global poverty 

and ―transformed development economics. 

 

Private Trains 

● Ministry of Railways have constituted a Group of Secretaries (GoS) with a term of one year inter-alia to permit 

privatepassengertrainoperatorstooperatetrainswithworldclasstechnologyoverIndianRailwaysNetwork. 

● Participation of private sector has been allowed in construction and maintenance of Railway lines under various 

models of Participative Policy such as Non Govt. Railway, Joint Venture, Build Operate & Transfer, Customer 

Funding and Annuity. 

● In all these schemes, responsibility of trains operation and safety certification rests with Indian Railways. 

However, outsourcing of certain facilities like cleaning, pay and use toilets, retiring rooms, parking, etc. is done on 

need based manner to improve efficiency. 

 

Prime Minister‟s National Relief Fund (PMNRF) 

 The government has set PM CARES Fund for providing relief to those affected by COVID-19. 

 This action has invited controversy after people questioned the need for a new fund when the Prime 

Minister's National Relief Fund (PMNRF) is already in existence. 
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Objectives: 

 To undertake and support relief or assistance of any kind relating to a public health emergency or any other kind 

of emergency. 

 To render financial assistance, provide grants of payments of money. 

 To undertake any other activity, which is not inconsistent with the above objectives. 

 

Constitution of the Trust: 

 The Prime Minister is the ex-officio Chairman and Minister of Defence, Minister of Home Affairs and Minister 

of Finance, Government of India is ex-officio Trustees of the Fund. 

 The Prime Minister shall have the power to nominate three trustees to the Board of Trustees who shall be 

eminent persons in the field of research, health, science, social work, law, public administration and philanthropy. 

 This fund consists entirely of voluntary contributions from individuals/organizations and does not get any 

budgetary support. The fund will be utilized in meeting the objectives as stated above. 

 Donations to PM CARES Fund would qualify for 80G benefits for 100% exemption under the Income Tax 

Act, 1961. Donations to PM CARES Fund will also qualify to be counted as Corporate Social Responsibility 

(CSR) expenditure under the Companies Act, 2013 

 PM CARES Fund has also got exemption under the Foreign Contribution Regulatory Act (FCRA) and a 

separate account for receiving foreign donations has been opened. This enables PM CARES Fund to accept 

donations and contributions from individuals and organizations based in foreign countries.  

 

About PMNRF 

 Prime Minister's National Relief Fund (PMNRF) was established entirely with public contributions and does not 

get any budgetary support. 

 PMNRF accepts voluntary contributions from Individuals, Organizations, Trusts, Companies, and Institutions, 

etc. 

 All contributions towards PMNRF are exempt from Income Tax under section 80(G). 

 The resources of the PMNRF are utilized to render immediate relief to families of those killed in natural calamities 

like floods, cyclones and earthquakes etc. 

 Assists partially to defray the expenses for medical treatment like heart surgery, kidney transplantation, cancer 

treatment of needy people and acid attack victims etc. 

 

State Disaster Risk Management Fund (SDRMF) 

 The Union Ministry of Home Affairs (MHA) approved the release of ₹11,092 crores under the State Disaster 

Risk Management Fund (SDRMF) to all the States to take measures for containment of the COVID19 

pandemic.  

 The funds were allocated to the States on the recommendation of the 15th Finance Commission. 

 

About SDRF 

 The SDRF, constituted under Section 48 (1) (a) of the Disaster Management Act, 2005 is the primary fund 

available with the States to meet the expenditure of immediate relief to the victims of disasters.  

 SDRF is located in the ‗Public Account‘ under ‗Reserve Fund‘. 

 

World faces new „Great Depression‟ 
 The global corona virus pandemic is causing an economic crisis unlike any in the past century and will require a 

massive response to ensure recovery, said IMF chief. 

 

Recession Versus Depression 

 In a recession, gross domestic product contracts for at least two quarters. There are many more economic 

indicators that signal a recession. That is because GDP growth will usually slow for several quarters before it turns 

negative. That is in response to sluggish consumer demand. 

 A depression is an extended recession that has years, not quarters, of economic contraction. It is more severe 

than a recession in terms of high Unemployment, high housing prices etc. The devastation of a depression is so 

great that the effects of the Great Depression lasted for decades after it ended. 

 A slowdown, on the other hand, means that the economy is still growing, but at a reduced rate. 
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WTO‟s principle of non-discrimination 

 India‘s recently adopted policy to curb opportunistic takeovers of domestic companies goes against the principles 

of the World Trade Organisation (WTO), the spokesperson of the Chinese Embassy in India said.  

 

China‟s Stand: 

 The additional barriers set by Indian side for investors from specific countries violate WTO‘s principle of non-

discrimination, and go against the general trend of liberalisation and facilitation of trade and 

investment. \ 

 

Free market economy 

 Analysts have pointed out that the amended policy brings every kind of Chinese investors to India within the 

ambit of government approval reducing the space for private business negotiations.  

 

About WTO 

 The World Trade Organization (WTO) is an intergovernmental organization that is concerned with the regulation 

of international trade between nations.  

 The WTO officially commenced on 1 January 1995 under the Marrakesh Agreement, signed by 123 nations on 

15 April 1994, replacing the General Agreement on Tariffs and Trade (GATT), which commenced in 1948. It is the 

largest international economic organization in the world. 

 

About Principle of non-discrimination  

 It has two major components: the Most Favoured Nation (MFN) rule, and the National Treatment Policy (NTP). 

 Both are embedded in the main WTO rules on goods, services, and intellectual property, but their precise scope 

and nature differ across these areas.  

 The MFN rule requires that a WTO member must apply the same conditions on all trade with other 

WTO members, i.e. a WTO member has to grant the most favourable conditions under which it allows trade in a 

certain product type to all other WTO members. 

 National treatment means that imported goods should be treated no less favorably than domestically 

produced goods (at least after the foreign goods have entered the market) and was introduced to tackle non-

tariff barriers to trade (e.g. technical standards, security standards et al. discriminating against imported goods). 

 

DEVELOPING COUNTRY STATUS IN WTO 

 India rallied 51 countries at the World Trade Organization (WTO) to reject a US presidential 

memorandum, which had sought to deny special and differential treatment (S&DT) to developing countries in 

current and future trade agreements.  

 South Korea will no longer seek special treatment reserved for developing countries by the World Trade 

Organization in future negotiations given its enhanced global economic status. 

 

Criteria: 

 WTO has not specified any criteria or process for determining developing country status, allowing members to 

self-declare their status without meeting any analytical requirements.  

 However, other members can challenge the decision of a member to make use of provisions available to 

developing countries. 

 That a WTO member announces itself as a developing country does not automatically mean that it will benefit 

from the unilateral preference schemes of some of the developed country members such as the Generalized System 

of Preferences (GSP). In practice, it is the preference giving country which decides the list of developing 

countries that will benefit from the preferences. 

 In WTO, developing countries are entitled to S and D treatment.  
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