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Importance of Coal
•

While the rise of renewables is inevitable, given its green benefits and falling costs, there can be no
getting away from the centrality of coal.

•

Coal accounts for 75 per cent of the power generated in India even if it is about 60 per cent of installed
capacity.

•

Coal remains the energy of the present, since renewables at current technology levels simply cannot
plug supply gaps in real time.

Reasons of Shortfall (short-term)
•

Demand-supply irregularities caused by Covid.

•

A late monsoon spurt that halted mining (more so in open cast mines).

•

A dry spell in July-August that spiked electricity demand.

•

Low stocks with power plants.

•

China-driven high import costs, impacting in particular Gencos which cannot sell at cost-plus to the
Discoms.

•

Poor evacuation logistics.

Reasons of Shortfall (long - Term)
•

Deep financial crisis in the distribution sector

•

Below-par domestic production by Coal India Limited (which accounts for over 80 per cent of total coal
output)

•

CIL not releasing coal to a number of Gencos (many State-government owned), due to non-payment
of dues, which in turn is because the Discoms have not paid them.

•

NITI Aayog’s report on Discoms: A sum of nearly ₹68,000 crore was payable to Gencos as on March
2021.

•

Discoms, in turn, are hit by non-payment of dues by the States, free supply or irrational tariffs for
political reasons, and legacy thermal power purchase contracts that are overpriced.

Way Out – Demand Side Reforms
•

Discoms should not sign “new expensive thermal PPAs” and should also procure cheaper power from
the exchanges where the price is lower than the variable cost of the PPA.

•

The separation of feeders for agriculture and domestic consumption in rural areas and the use of solar
pumps for agriculture.

•

The reduction in aggregate technical and commercial losses (at 22 per cent).

Way Out – Supply Side Reforms
•

CIL’s target of hitting one billion tonnes by 2019-20 has been pushed back to 2024 and should be
revamped at the earliest (CIL’s current output is about 600 million tonnes (total sector output is about
720 million tonnes))

•

To reduce import dependency, CIL must step up its output by plugging managerial inefficiencies.

•

Summer production can be improved to prepare for the monsoon bottleneck, with optimal use of
technology and know-how support from efficient producers such as Australia.

•

The existing PLF of just over 50 per cent at CIL can improve.

•

Senior posts lie vacant at CIL, affecting supply management.

•

Its employees appear to have been working for other government schemes.

•

Power plants keeping sufficient stocks right through the year and the Railways working in tandem.

•

The washeries industry, which became scam-tainted, should be revived to improve efficiency of coal
use.

•

Push up alternate energy sources such as natural gas and nuclear power.

Important Data to Remember
•

Coal Imports exceed 200 million tonnes annually.

•

India is the second largest buyer of coal globally, after China.

•

Share of renewables in generation is close to 12 per cent even as it accounts for over 25% of the total
installed capacity of 388 GW.
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IPO What????
•

IPO is the process by which a private company turns public and gets its name listed on the stock
exchange.

•

When a private company decides to go public, it does so by offering its shares to investors via an Initial
public offering (IPO).

•

It is the first sale of shares by a company to the public, institutional investors and HNIs.

•

An IPO market is categorised as a primary market where firms look to access long term capital.

•

It is in contrast to the secondary market where the shares exchange hands within the investor community
and companies fulfil their short-term capital requirements.

Eligibility for an IPO
•

For listing on the National Stock Exchange (NSE) or the Bombay Stock Exchange (BSE), a company has
to have a minimum paid-up capital of Rs 10 crore.

•

Besides, the post-issue market capitalisation should not be below Rs 25 crore.

Filing Process for an IPO?
•

Underwriting by Merchant banker or Book Running Lead Manager (BRLM):
o They underwrite the company’s shares (meaning, they buy all or some of the IPO shares and sell
them to the public).
o The bank helps the company with the IPO process, assisting with the due diligence, DRHP and
IPO roadshow.
o The underwriters bear the risk of the transaction.

•

Going to SEBI:
o Companies then file for an IPO with SEBI.
o The application includes details of the promoters, DRHP (Draft Red Herring Prospectus) and the
company's annual reports.
o The initial listing fees is Rs 50,000. The subsequent annual listing fees depends on the paid-up
share capital.

•

The underwriters then market the IPO.

•

Then, the price band is decided, and the merchant banker or underwriter of the share offer decides the
IPO price.

•

The company's shares are then open to the public for subscription for three days.

•

On the listing day the company begins trading on the stock exchange at a listed price, which is based on
market demand for the issue.

What is Book Building?
•

Book building is a process of price discovery.

•

The issuer discloses a price band or floor price before opening of the issue of the securities offered.

•

On the basis of the demands received at various price levels within the price band specified by the
issuer, Book Running Lead Manager (BRLM) in close consultation with the issuer arrives at a price at
which the security offered by the issuer, can be issued.

What is a Price Band?
•

It is a band of price within which investors can bid.

•

The spread between the floor and the cap of the price band shall not be more than 20%.

•

The price band can be revised.

•

If revised, the bidding period shall be extended for a further period of three days, subject to the total
bidding period not exceeding thirteen days.

How does Book Building Work?
•

Book building is a process of price discovery.

•

A floor price or price band within which the bids can move is disclosed at least two working days before
opening of the issue in case of an IPO and atleast one day before opening of the issue in case of an FPO.

•

The applicants bid for the shares quoting the price and the quantity that they would like to bid at.

•

After the bidding process is complete, the ‘cut-off’ price is arrived at based on the demand of securities.

•

The basis of Allotment is then finalized, and allotment/refund is undertaken.

•

The final prospectus with all the details including the final issue price and the issue size is filed with
ROC, thus completing the issue process.

•

Only the retail investors have the option of bidding at ‘cut-off’.

Can you Change/Revise your Bid?
•

Yes, you can change or revise the quantity or price in the bid using the form for changing/revising the
bid that is available along with the application form.

•

However, the entire process of changing or revising the bids shall be completed within the date of
closure of the issue.

Can you Cancel your Bid?
•

Yes, you can cancel your bid anytime before the finalization of the basis of allotment by approaching/
writing/ making an application to the registrar to the issue.

What is ASBA?
•

It stands for -

Applications Supported By Blocked Amount (ASBA).
•

ASBA is a process developed by India's Stock Market Regulator SEBI for applying to IPOs, Rights issue,
FPS etc.

•

In ASBA, an IPO applicant's bank account doesn't get debited until shares are allotted to them.
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What are G-Secs
•

It is a debt to the Government.

•

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

•

It is a piece of paper that acknowledges the
Government’s debt obligation.

•

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).

Who Can Issue G-Secs
•

In India, the Central Government issues both, treasury bills (short term) and bonds or dated securities.

•

While the State Governments issue only bonds or dated securities, which are called the State
Development Loans (SDLs).

What’s the Risk with G-Secs
•

G-Secs carry practically no risk of default and, hence, are called risk-free gilt-edged instruments.

Who Can Purchase G-Secs
•

Major players in the G-Secs market include commercial banks and Primary Dealers.

•

Besides institutional investors like insurance companies.

•

PDs play an important role as market makers in G-Secs market (A market maker provides firm two way
quotes in the market i.e. both buy and sell executable quotes for the concerned securities.)

•

Other participants include co-operative banks, regional rural banks, mutual funds, provident and
pension funds.

•

Foreign Portfolio Investors (FPIs) are allowed to participate in the G-Secs market within the quantitative
limits prescribed from time to time.

•

Corporates also buy/ sell the G-Secs to manage their overall portfolio.

•

Also, with the launch of the Retail Direct Scheme by the Reserve Bank of India, small investors will also
be able to access a secure investment avenue that promises stable returns over long term.

Is it the first time Retail investors can participate?
•

Retail investors could already participate in both
primary and secondary markets for government
securities through their stock broker or through NSE’s
goBid or BSE Direct platform and mobile app.
(In this route, applications of retail investors are
consolidated to bid in the weekly G-Sec auctions in the non-competitive segment. The bonds purchased
are moved to investor demat accounts, and they can be bought and sold in the secondary market platform
on stock exchanges as well.)

•

But the response of retail investors to the exchange route for investing in government bonds has been
quite tepid and volumes in the secondary market are also quite low.

•

The Retail Direct Scheme is an additional channel now available to retail investors, but it is quite
similar to the exchange route.

How will Retail Direct Scheme Work?
•

The central bank is inviting small investors to open a
retail direct gilt account with it through an online portal
and participate in the primary market through the noncompetitive scheme.

•

Clearing Corporation of India Ltd is to act as the
aggregator of these bids and participate in the auction.

•

Retail investors are being asked to access secondary
market through the NDS-OM (Negotiated Dealing
System-Order Matching) platform.

Challenges in making Retail Direct Scheme Work?
•

Government bonds carry interest rate risk and can result in capital loss, if they are not held till maturity.

•

There are other options with sovereign guarantee and higher returns currently available among small
saving schemes and RBI bonds.

•

Small investors find it relatively harder to understand debt securities when compared to equities as
data on retail holding in mutual funds reveal.

Benefits in Retail Direct Scheme Work?
•

Government securities are usually more apt for risk-averse investors.

•

G-Secs are also a safe option for those looking invest safely for longer tenures over 10 years (for instance
retirement savings schemes).

How to make Retail Direct Scheme Work?
•

Centre can run awareness campaigns on government bonds, educating investors about the interest rate
risk as well as their superiority as long-term investments.

•

One way to garner investor interest would be to offer income tax deductions for these instruments or to
make tax treatment of direct gilt investing similar to taxation of debt mutual funds.
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Farmers continue Protest for MSP guarantee
•

Where India seems to be divided into Two.

There are various ideas
Vaccinated vs Unvaccinated
Vaccination
•

The higher income States, the powerhouse of economic activity, have vaccinated 45-50 per cent of its
eligible population.

•

Yet, the fully vaccinated population in poorer States remains under 30 per cent.

Incomes Rising vs Jobs Vanishing
K-Curve
•

Rich get richer in terms of wealth and consumption creating a saving glut.

•

The glut forces the interest rate to fall; people search for alternative asset classes for a higher return, like
stock markets and real estate, fueling asset prices.

•

Asset price bubbles make the rich feel even wealthier, exacerbating inequality.

•

On the other hand, a larger proportion of the population is yet to recover fully from job and income
losses.

•

For instance, per CMIE’s consumer pyramid survey, the LFPR (labour force participation rate) has
declined from 43 per cent to 39 per cent between March 2020 to September 2021.

Brewing Trouble
Migration from Unvaccinated Areas
•

Sooner or later, the unvaccinated workers from poorer States will migrate to richer States, leading to the
resurgence of cases.

•

Free Meals to poor and jobless causing more burden on exchequer, leading to requirements of raising
taxes.
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Before we begin
•

It was conducted in two phases between June 2019 and April 2021.

•

It covered 6.3 lakh rural and urban households.

1st
•

The sex ratio of the population stands at 1,020 women for 1,000 men.

•

It is a historic high and a major turnaround from 991:1,000 in NFHS 4 conducted in 2015-16.

2nd
•

There has been a fall in total fertility rate (TFR) below replacement levels of 2.1 children per woman, to
2.0 against 2.2 in NFHS 4.

•

Simply Put:

•

India’s population may have begun to fall.

•

It is becoming evident in the reduced proportion of people below 15 years of age.

•

But:

•

A few states are still growing.

3rd
•

A consistent fall in Infant mortality and maternal mortality rates continue to fall.

•

Also, access to institutional care has improved.

4th
•

Improvement in Gender indices such as female literacy, operating a bank account, use of clean cooking
fuel and menstrual hygiene.

Bonus
•

Health insurance coverage has improved as well.

•

Empowerment through literacy becomes the stepping stone for gains in other spaces.

Some Clichés
•

That economic growth may not translate into gender well-being.

•

We require

•

social change.

•

There is North-south divide in social indices.

•

Both, the poor and the rich northern States lag behind the national average in reproductive indices.

•

Mismatch between sex ratio at birth (SRB) and the sex ratio of the population.

Some Examples
•

Uttar Pradesh and Bihar have above-replacement TFRs but favourable sex ratios.

•

Punjab has a low TFR but an alarming sex ratio of 938 per thousand and an SRB of 904.

•

Maharashtra and Gujarat have a TFR below replacement levels, but sex ratios well below 1:1.

Concerns
•

There is a concern that declining fertility rates can trigger adverse sex ratios in societies where sonpreference is common.

What Could Be Done
•

Policies that promote education and job prospects for women need to be promoted to negate these
attitudes.

•

Data suggests improved female education levels help in reducing fertility rates.

Important Areas to Focus
•

Health front:

•

There is a rise in anaemia, hypertension and obesity.

•

Lifestyle-related disorders have come into focus in the context of the pandemic.

•

Higher investments in education:
Helps in developing a robust economy and society.
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What is it
•

The Great Resignation is popularly being called the Big Quit.

•

It is the ongoing trend of employees voluntarily leaving their jobs.

•

It started primarily in the United States.

•

The resignations have been characterized as in:

•

Response to the COVID-19 pandemic.

•

The American government refusing to provide necessary worker protection.

•

Wage stagnation despite rising costs of living.

•

Some economists are describing the Great Resignation as a general strike.

Who Coined the Term
•

Anthony Klotz

•

A professor of management at Mays Business School of Texas A&M University.

•

He predicted this mass exodus of employees was coming in May 2021.

Quick Background
•

From 2001-2020:

•

The United States resignation rate never surpassed 2.4% of the total workforce per month.

•

High quit rates indicate worker confidence in the ability to get higher paying jobs, which typically
coincides with high economic stability, an abundance of people working, and low unemployment rates.

•

Conversely, during periods of high unemployment, resignation rates tend to decrease as hire rates also
decrease.

•

During the Great Recession, the U.S. quit rate decreased from 2.0% to 1.3% as the hire rate fell from
3.7% to 2.8%.

During Covid-19
Resignation rates in the U.S. during the COVID-19 pandemic initially followed this pattern.
•

In March and April 2020:

•

A record 13.0 and 9.3 million workers (8.6% and 7.2%) were laid off.

•

The quit rate subsequently fell to a seven-year low of 1.6%.

•

Much of the layoffs and resignations were driven by women, who disproportionately work in
industries that were affected most by the lockdowns, like service industries and childcare.

•

As the pandemic continued, however, workers have paradoxically quit their jobs in large numbers.

•

This is despite continued labor shortages and high unemployment.

Why this must be happening
•

The COVID-19 pandemic has allowed workers to rethink their Careers, Work conditions, and longterm goals.

•

As many workplaces attempted to bring their employees in-person, workers desired the freedom to
work from home given the pandemic.

•

With telecommuting also came schedule flexibility, which was the primary reason to look for a new
job of the majority.

•

Many workers, particularly in younger cohorts, are seeking to gain a better work–life balance.

Cultural Shift
•

Workers have rapidly reassessed their life priorities.

•

People in low-status jobs will no longer put up with bad pay or poor conditions.

•

While white-collar types scoff at the idea of working long hours.

•

Some people have become lazier or more entitled.

•

Others want to try something new;

•

Some desire money less because they have realised the joys of a simpler life.

According to an Adobe study
•

“The exodus is being driven by Millennials and Generation Z, who are more likely to be dissatisfied with
their work.

•

More than half of Gen Z reported planning to seek a new job within the next year.”

Microsoft's 2021 Work Trend Index says
•

“More than 40% of the global workforce are considering quitting their job in 2021.”

PricewaterhouseCoopers survey
“65% of employees said they are looking for a new job and 88% of executives said their company is
experiencing higher turnover than normal.”

Global Evidence?
USA:
•

In April 2021, a record 4.0 million Americans quit their jobs.

•

This has continued in subsequent months of 2021.

Europe:
•

Germany is witnessing the most COVID-19-related resignations, with 6.0% of the workers leaving their
jobs.

•

United Kingdom has 4.7%.

•

Netherlands with 2.9%, and France with 2.3%.

•

Some preliminary data show an increase in the number of quits in Italy, starting in the second quarter
of 2021.

•

The registered increase was not only in absolute terms, but also in terms of quit rate (computed as quits
over employed population) and of quit share (computed as quits over total contract terminations).

China:
•

A similar phenomenon is occurring in China, referred to as tang ping.

•

It started roughly during the same time in April 2021.

Striketober???
•

Amidst the Great Resignation, a strike wave known as Striketober began.

•

It saw participation of over 100,000 American workers in or preparing for strike action.

•

Some economists described the Great Resignation as workers participating in a “general strike against
poor working conditions and low wages.”

What is the future of it
•

Tech firms in USA have raised average salaries by nearly 5% since 2020.

•

A recent study by Gallup, in America, suggests that “employee engagement”, a rough proxy for job
satisfaction, is close to its all-time high.

•

Workers say, “they would like a job with fewer hours and less pay”.

Something to think about
•

When there are lots of open positions, people feel more confident about handing in their notice, even
if they rather like their job.

•

Vacancies are sky-high right now, partly because the pandemic has led to surging demand in new
sectors (like, warehouses for online retail).

•

Are there more “pent-up” resignations coming our way??

Click here to watch the following topics on YouTube
2022 Another year Closer to The Future
•

Travel Restraints

•

Space Privatisation

•

CRYptos Taming

•

Hate the Change – Climate Change

•

Work from??? Home?

•

Everything’s Costlier – Inflation

•

Pan to En of demic

•

More Vaccines – For More Diseases

•

Electrification of Mobility

•

Rise of VR – Metaverse

•

Brain Connection – Neuralink

•

Future is Looking at you: 2022
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Good Intentions Bad Outcomes
Quick Story
Major Issues that Indian Education System faced/faces:
•

Quality of education lacking in schools and colleges

•

Success in Competitive Exams an important fact of life

•

Affordability of Quality Education lacking

•

Accessibility of Quality Education lacking

Technology promised to help.
Foreign Funding fueled the process.

Ed-Tech Startups Types

So, more prominently Ed-Tech is

What’s the problem now with Ed-Tech
Marketing Tactics
•

Use of ‘freemium’ model:

•

Free trials on a basic course and a nudge to upgrade to a paid product with assurances of exaggerated
learning outcomes to insecure, digital newbies parents.

•

Personalised Attention?

•

Students are often given the impression that they’re getting personalised service, while it is often bots
that power these chats.

•

Auto-debit bank mandates

•

Increasingly, poor financial literacy of parents leads them to activate auto-debit bank mandates without
being aware of what they’re signing up for.

•

Refund policies and Grievance Redressal

•

Ed-tech was supposed to relieve parents of the High costs of Education.

•

It is doing exactly the opposite.

•

And when the learning outcomes are not even remotely met, refunds and grievance redressal is virtually
non-existent or buried under fine-print.

•

Regulatory Vacuum

•

UGC’s Open and Distance Learning Programmes and Online Programmes Regulations does not apply
to Ed-Tech companies as it is meant for recognised universities.

•

The new Consumer Protection (E-commerce) Rules 2020 are meant for sellers of goods and services,
completely ignoring aspects unique to ed-tech.

•

Celebrity Endorsements

•

Grabs our attention.

•

Lets us forget what exactly are we buying this product for.

What could be done
Parental Literacy
•

Making Parents Aware:

•

To ask for a tax invoice statement.

•

Detailed background check of the ed-tech company.

•

Verifying the quality of the content provided by the ed-tech company.

•

Making sure that it is in line with the syllabus.

MORE Parental Literacy
•

Making Parents Aware

•

To “not blindly trust the advertisements”.

•

To not sign up for any loans of which you are not aware.

•

To not install any mobile ed-tech applications without verifying the authenticity.

"Netflix model"
•

Dr Malpani believes that Indian government should replicate the "Netflix model" to regulate the sector,
referring to a monthly subscription model that has no minimum lock-in period.

Education is a Public Good
•

and should be treated like that ☺

January 2022
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•

The markets regulator has decided to tighten norms to ensure that there is no mis-use of the funds.

New Rules

•

The Global Risks Report series tracks global risks perceptions among risk experts and world leaders in
business, government, and civil society.

•

It examines risks across five categories: economic, environmental, geopolitical, societal, and
technological.

Short Term Risks (0-2 Years)

Medium Terms Risks (2-5 Years)

Long Term Risks (0-2 Years)

Extension of PMJDY with New features
The Government decided to extend the comprehensive PMJDY program beyond 28.8.2018 with some
modifications
•

Focus shift from ‘Every Household’ to ‘Every Unbanked Adult’

•

RuPay Card Insurance - Free accidental insurance cover on RuPay cards increased from Rs. 1 lakh to
Rs. 2 lakhs for PMJDY accounts opened after 28.8.2018.

•

Enhancement in overdraft facilities •

OD limit doubled from Rs 5,000/- to Rs 10,000/-; OD up to Rs 2,000/- (without conditions).

•

Increase in upper age limit for OD from 60 to 65 years.

Bank Mitra
A Bank Mitra is a person selected by the GPLF and attached to a bank branch and helps SHGs to avail
different services from bank by managing the help desk.
Entities eligible to become Bank Mitra:
•

Individuals like retired bank employees.

•

Retired teachers.

•

Retired government employees and ex-servicemen,

•

Individual owners of ‘Kirana’/medical/Fair Price shops.

•

Individual Public Call Office (PCO) operators,

•

Agents of Small Savings schemes of Government of India/Insurance Companies.

•

Individuals who own petrol pumps.

•

Authorized functionaries of well-run Self-Help Groups (SHGs) which are linked to banks.

Important Achievements

Jan Dhan Darshak App

February 2022
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•

Factoring is a transaction where an entity sells its receivables (dues from a customer) to a third party
(a ‘factor’ like a bank or NBFC) for immediate funds.

•

The factor then collects payments from the buyer of goods and earns a commission in the form of some
interest.

•

In bill discounting, a bank or NBFC gives a certain percentage of the total outstanding value of invoices
to seller and in most cases the seller has to take on the responsibility for payment of invoices by the
buyer to the factor.

•

In case of factoring, the factor takes on the responsibility for the collection of invoices.

Types of factoring
•

‘With recourse’ factoring: Where seller has to pay back the advance obtained from the factor if buyer of
goods fails to pay.

•

‘Without recourse’ factoring: Where factor bears the risk of default in case of non-payment by buyer of
goods.

Factoring Act 2011
•

Four types of entities were allowed to engage in factoring business:
•

Banks,

•

Statutory Corporations (which were exempted from registration under Section 5),

•

NBFCs (which have to obtain registration from RBI) and

•
•

companies (which have to obtain specific registration from RBI under Section 3)

RBI grants registration to only those NBFCs which do factoring as “principal business”, i.e. whose
financial assets in the factoring business constitute at least 50 per cent of its total assets and income
derived from factoring business is not less than 50 per cent of its gross income.

Need for change!
•

Under these provisions, only 7 NBFCs called ‘NBFC-Factors’ were in factoring business (due to
“principal business” condition).

•

This ‘principal business’ restriction on NBFCs in the Act had limited the scope of factoring.

Expert Committee on MSMEs under the Chairmanship of Shri U.K. Sinha
•

RBI constituted an Expert Committee on MSMEs under the Chairmanship of Shri U.K. Sinha in January
2019 to suggest long–term measures for the economic and financial sustainability of the MSME Sector.

•

Among various other suggestions related to the MSME sector as a whole, the committee recommended
that NBFCs other than those whose principal business is factoring should also be permitted to carry out
factoring business.

•

Hence, the Factoring Regulation (Amendment)Act, 2021 was enacted with the amendments in line with
the recommendations of UK Sinha Committee.

The key changes brought are
•

Removal of principal business criteria has significantly increased the number of eligible NBFCs that can
undertake factoring business.

•

At present, factoring is done either manually or on Trade Receivable Discounting System (TReDS).

•

Now, the amended Act and new Rules and Regulations allow the concerned TReDS platform to register
charge directly with Central Registry of Securitization Asset Reconstruction and Security
Interest(CERSAI) on behalf of the factors using the platform, so as to make the process operationally
efficient, promote the use of TReDS and reduce procedural burden on factors.

•

Definitions of “assignment”, “factoring business” and “receivables” have been amended to bring them
in consonance with international definitions.

•

Regulation making power was given to RBI for the manner of granting certificate of registration under
Section 3, and the manner of filing of particulars of transactions with the Central Registry by TReDS
entities on behalf of factors under Section 19.

•

RBI has notified these Regulations in January 2022.

Trade Receivable Discounting System (TReDS)
•

It is an electronic exchange that allows transparent and online selling of receivables by MSMEs.

•

In TReDS, the seller gets multiple financiers to choose from, option of various interest rates, and without
any collateral helping the seller to get the best deal in transparent manner.

•

Government has taken measures to promote TReDS by mandating big corporates/CPSEs to register on
TReDS.
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Foreign Direct Investment
•

Foreign direct investment (FDI) is when a company takes controlling ownership in a business entity in
another country.

•

With FDI, foreign companies are directly involved with day-to-day operations in the other country.

•

This means they aren’t just bringing money with them, but also knowledge, skills and technology.

•

FDI is an important monetary source for India's economic development.

•

Economic liberalisation started in India in the wake of the 1991 crisis and since then, FDI has steadily
increased in the country.

Routes through which India gets FDI
•

Automatic route: The non-resident or Indian company does not require prior nod of the RBI or
government of India for FDI.

•

Govt route: The government's approval is mandatory.
•

The company will have to file an application through Foreign Investment Facilitation Portal,
which facilitates single-window clearance.

•

The application is then forwarded to the respective ministry, which will approve/reject the
application in consultation with the DPIIT.

•

DPIIT will issue the Standard Operating Procedure (SOP) for processing of applications under
the existing FDI policy.

Defence Sector
Defence Industry subject to Industrial license under the Industries (Development & Regulation) Act, 1951 and
Manufacturing of small arms and ammunition under the Arms Act, 1959
•

FDI in defence sector is allowed up to 74 per cent through automatic route (from earlier 49percent) for
companies seeking new industrial licenses.

•

FDI beyond 74 percent and up to 100 per cent will be permitted under Government route.

•

For existing FDI approved holders/defence licensees, infusion of fresh foreign investment up to 49
percent resulting in change in equity/ shareholding pattern can be done by making declaration within
30 days. (earlier government approval was required)

Insurance Sector
•

Government raised the permissible FDI limit from 49 percent to 74 percent in Insurance Companies
under the automatic route and allow foreign ownership and control with safeguards.

•

Insurance Company (Upto 74%)

•

Intermediaries and Insurance Intermediaries (upto 100%)

Petroleum & Natural Gas sector
•

Govt permitted foreign investment up to 100 percent under the automatic route in cases where the
Government has accorded an ‘in-principle’ approval for strategic disinvestment of a Public Sector
Undertaking (PSU) engaged in the Petroleum and Natural Gas Sector.

•

100% FDI in petroleum and natural gas is allowed in exploration activities under automatic route.

•

49% FDI in petroleum sector is allowed in by the Public Sector Undertakings (PSU), without any
disinvestment or dilution of domestic equity in the existing PSUs under automatic route.

Telecom sector

•

Govt permitted foreign investment up to 100percent under automatic route in Telecom services sector.

•

Licensing, security and any other terms and conditions as specified by Department of
Telecommunications from time to time, shall be observed by licensee/entities providing services as
well as investors.

Pharmaceuticals Sector
•

FDI, up to 100%, under the automatic route, for greenfield investments.

•

FDI, up to 100%, would be permitted for brownfield investments under the Government approval
route (wherein 74% is allowed under the automatic route and thereafter through the government
approval route)

Railway Infrastructure

•

The FDI Policy permits 100% FDI in the railway's infrastructure sector.

•

FDI is permitted in the construction, operation and maintenance of the railway transport sector:
Suburban corridor projects through PPP model.

Curbing Opportunistic Acquisitions/Takeovers
•

FDI investments into Indian companies from the neighbouring countries will now require a nod from
the government.

•

This will be applicable to all countries that share a land border with India – such as China among
others.

•

Further, in the event of the transfer of ownership of any existing or future FDI in an entity in India,
directly or indirectly, resulting in the beneficial ownership falling within the restriction/purview of
the said policy amendment, such subsequent change in beneficial ownership will also require
Government approval.

FDI Monitoring Cell
•

‘FDI Monitoring Cell’ has been formed which follows up with applicant/ investor, to expedite FDI
proposals with a view identify and hurdles if any.

•

An Inter-Ministerial Committee (IMC) has been constituted under the Chairpersonship of Secretary,
Department for Promotion of Industries and Internal Trade to take appropriate decision on delayed
proposals and those escalated by Administrative Ministries/ Departments.
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Concept Important Facts Issues Regulation
Context
RBI cancelled the Certificate of Registration (CoR) issued to P C Financial Services Pvt Ltd, New Delhi, which
was primarily engaged in mobile app-based lending operations through an app called ‘Cashbean’.
Digital Lending
A remote and automated lending process, majorly by use of seamless digital technologies in customer
acquisition, credit assessment, loan approval, disbursement, recovery, and associated customer service.
Benefits:
•
•
•
•

Streamlining the Application Process
Digitizing the Lending Information
Using Lending Information for Analysis
Providing Loan Options for Poor or No-Credit Customers

MSMEs prefer Digital Lending over Traditional Lending
•
•
•

Digital lending is mostly preferred by those who are generally not able to avail any credit through the
formal sources of finance, like banks.
One of the major examples is the rise of growth of adoption by the Micro and Small Management
Enterprises (MSMEs).
The online lending platforms have gained massive popularity among MSMEs post Covid as they were
unable to secure finance through the traditional lending institutions and thus had to go towards digital
lending.

Important Facts

Issues Related to Digital Lending

RBI Working Group
•
•
•
•
•
•

A working group constituted by the Reserve Bank of India (Chairman: Jayant Kumar Dash, Executive
Director, RBI) on digital lending through online platforms and mobile apps has submitted its report.
Enhancing customer protection and making the digital lending ecosystem safe while encouraging
innovation.
The group has recommended subjecting the digital lending applications to a verification process by a
nodal agency.
Setting up a Self-Regulatory Organisation (SRO) covering the participants in the digital lending
ecosystem.
Recommended introducing the ‘Banning of Unregulated Lending Activities Act’
Research by the working group has shown that 600 out of the 1100 lending apps currently available
are 'illegal' in nature.

The RBI is yet to come out with a comprehensive regulatory framework for digital lending.
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Context
•

Awaiting Govt., RBI guidelines on SWIFT transactions with Russian entities: PNB

•

SWIFT stands for the Society for Worldwide Interbank Financial Telecommunication.

•

It is a global payments system, which is used by more than 11,000 financial institutions and companies
around the world, across over 200 countries.

•

SWIFT is a messaging network that financial institutions use to securely transmit information and
instructions through a standardized system of codes.

•

Although SWIFT has become a crucial part of global financial infrastructure, it is not a financial
institution itself: SWIFT does not hold or transfer assets.

•

Rather, its utility lies in its power to facilitate secure, efficient communication between member
institutions.

•

SWIFT assigns each financial organization a unique code that has either eight characters or 11
characters.

Background
•

Prior to SWIFT, telex was the only available means of message confirmation for international funds
transfer.

•

Telex was hampered by low speed, security concerns, and a free message format.

•

To circumvent these problems, the SWIFT system was formed in 1973.

•

Six major international banks formed a cooperative society to operate a global network that would
transfer financial messages in a secure and timely manner. (message-switching project)

•

SWIFT was then founded in 1973 with 239 banks in 15 countries. By 1977, it expanded to 518 institutions
in 22 countries.

Significance
•

The wide coverage of SWIFT – covering over 11,000 institutions in more than 200 countries around the
world – makes it an almost-universally accepted system.

•

It counts central banks of countries like the US, UK, Germany, France, Japan, India, China, Singapore
and others among its list of overseers.

•

In the beginning, SWIFT founders designed the network to facilitate communication about Treasury
and correspondent transactions only.

•

The robustness of the message format design allowed for the huge scalability through which SWIFT
gradually expanded to provide services to the Banks, Brokerage institutes and trading houses,
Securities dealers, Asset management companies, Clearinghouses, Depositories, Exchanges, Corporate
business houses etc.

SWIFT and Sanctions
•

SWIFT is overseen by central banks from Group of Ten (G10) countries, but it is a neutral organization
operating for the benefit of all of its members.

•

In recent years, the possible use of SWIFT membership as a potential sanction against members has
emerged multiple times.

•

In 2012, for example, the European Union passed a sanction against Iran that compelled SWIFT to
disconnect sanctioned Iranian banks.

•

More recently, leaders from the U.K., EU, U.S., and Canada announced selected banks in Russia would
be disconnected from SWIFT over its February 2022 invasion of Ukraine.

Important Points
•

The National Bank of Belgium (NBB) acts as the lead overseer, and is supported by the G-10 central
banks.

•

Headquartered in Belgium

•

As powerful as SWIFT is, keep in mind that it is only a messaging system.

•

SWIFT does not hold any funds or securities, nor does it manage client accounts.

•

SWIFT is a cooperative society under Belgian law and is owned and controlled by its shareholders.
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Food Processing Industry In India

Pradhan Mantri Formalisation of Micro Food Processing Enterprises (PM FME)
•

PMFME Scheme was launched under the ‘Aatmanirbhar Bharat Abhiyan’ and ‘Vocal for Local’
campaigns, to provide technical, financial and business support to micro food processing units in the
country.

•

Under the scheme, One District One Product (ODOP) status for 137 unique products in 710 districts
of 35 States/ UTs has been approved by the Ministry.

•

The total funds allocated for this scheme were valued at Rs. 10,000 crores (US$ 1.3 billion) and will be
disbursed from 2020 to 2025.

•

The central government has been bearing 100% of all outlays in the first year (2020–21), whether
incurred by the centre or the states, and the same outlays will be adjusted in the ratios stated below, in
the funds being disbursed to states equally in the next four years.

Components of the PMFME Scheme
•

Support for food processing units

•

Marketing and branding support

•

Support for common infrastructure development

•

Capacity building and research

•

In December 2020, Union Bank of India was appointed as the Nodal Bank and 11 other banks were
selected as official lending partners for the PMFME scheme.

•

NAFED and TRIFED are the two organisations assigned to take up marketing & branding support.

•

In September 2021, MOFPI, under the PMFME scheme virtually launched Seed Capital Module on
the Deendayal Antyodaya Yojana-National Urban Livelihoods Mission (DAY-NULM) MIS Portal.

•

This portal gives access to urban SHGs working in the micro food processing sector, to avail the seed
capital assistance of Rs. 40,000 (US$ 540), per SHGs member, under the PMFME scheme.

Pradhan Mantri Kisan SAMPADA Yojana
Under the umbrella central sector scheme PMKSY, the Ministry is implementing various component schemes,
inter-alia, including
•

Mega Food Parks,

•

Integrated Cold Chain and Value Addition Infrastructure,

•

Infrastructure for Agro-processing Clusters,

•

Creation of Backward and Forward Linkages

•

Creation / Expansion of Food Processing & Preservation Capacities,

•

Operation Greens and

•

Food Testing Laboratories

•

Under PMKSY, capital subsidy in the form of grants-in-aid ranging from 35% to 75% of the eligible
project cost subject to maximum specified limit is provided to investors under the various schemes for
undertaking infrastructure, logistic projects and setting up of food processing units in the country.

TOP Scheme
•

Operation Greens Scheme was announced in the Union Budget for 2018-19 to promote Farmer
Producer Organisations (FPOs), agri-logistics, processing facilities and professional management for
Tomato, Onion and Potato (TOP) crops.

Strategies:
The scheme will have two-pronged strategy of Price stabilisation measures (for short term) and Integrated
value chain development projects (for long term).
•

Short term Price Stabilisation Measures
•

•

NAFED will be the Nodal Agency to implement price stabilisation measures. MoFPI will
provide 50% of the subsidy on the following two components:
•

Transportation of Tomato Onion Potato(TOP) Crops from production to storage;

•

Hiring of appropriate storage facilities for TOP Crops;

Long Term Integrated value chain development projects
•

Formation and Capacity Building of FPOs

•

Quality Production

•

Post-harvest processing facilities - At Farm Level

•

Post-harvest processing facilities - At Main Processing Site

•

Agri-Logistics

•

Marketing/Consumption Points

Market Intelligence and Early Warning System
•

MIEWS Dashboard and Portal is a platform for monitoring prices of tomato, onion and potato (TOP)
and for generating alerts for intervention under the terms of the Operation Greens scheme.

•

The portal would disseminate all relevant information related to TOP crops such as Prices and Arrivals,
Area, Yield and Production, Imports and Exports, Crop Calendars, Crop Agronomy, etc in an easy to
use visual format.

Pattern of Assistance
•

For Price Stabilisation Measures
•
•

•

50% of cost of transportation and 50% of cost of hiring appropriate storage facilities will be
provided as subsidy at the time of harvest. Storage facilities will be hired for a maximum period
of 4 to 6 months.
NAFED will be nodal agency for disbursement of subsidy under this component to the eligible
organization.

For Integrated value chain development projects
•
•
•

The Post-harvest processing facilities including secondary processing facilities will be
mandatory components of the Integrated value chain development project.
The projects will be eligible for grant-in-aid at the rate of 50% of the eligible project cost in all
areas, subject to maximum Rs. 50 crore per project.
However, in case where PIA is/are FPO(s), the grant-in-aid will be at the rate of 70% of the
eligible project cost in all areas, subject to maximum Rs. 50 crore per project.

Operation Greens (TOP to TOTAL)
•

Ministry of Food Processing Industries (MoFPI) has recently extended the Operation Greens Scheme
from Tomato, Onion and Potato (TOP) to all fruits & vegetables (TOTAL) for a period of six months on
pilot basis as part of Aatmanirbhar Bharat Abhiyan.

•

The objective of intervention is to protect the growers of fruits and vegetables from making distress sale
due to lockdown and reduce the post -harvest losses.

•

Eligible Crops:- Fruits- Mango, Banana, Guava, Kiwi, Lichi, Papaya, Citrus, Pineapple, Pomegranate,
Jackfruit; Vegetables: - French beans, Bitter Gourd, Brinjal, Capsicum, Carrot, Cauliflower, Chillies
(Green), Okra, Onion, Potato and Tomato.

•

Any other fruit/vegetable can be added in future on the basis of recommendation by Ministry of
Agriculture or State Government.

FDI in Food Processing Sector
•

In FPI, 100 per cent FDI is permitted under the automatic route.

•

However, in case of trading in respect of food products manufactured and/or produced in India
including through e-commerce, 100 per cent FDI is allowed under the Government approval route.
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$400 Billion Exports

Remission of Duties and Taxes on Exported Products (RoDTEP)
•

RoDTEP stands for Remission of Duties and Taxes on Export Products.

•

It is a new scheme that is applicable with effect from January 1st, 2021, formed to replace the existing
MEIS (Merchandise Exports from India Scheme).

Features of the RoDTEP Scheme
•

Refund of the previously non-refundable duties and taxes

•

Automated system of credit

•

Quick verification through digitisation

•

Multi-sector scheme

Electronic Platform for Preferential Certificate of Origin (CoO)
•

In view of the COVID-19 crisis, on-boarding of FTAs/ preferential trade agreements (PTAs) was quickly
done to allow electronic issuance to avoid physical movement.

•

Around 4.6 lakh CoOs have been issued from the e-platform till date.

•

A Certificate of Origin is an instrument which establishes evidence on the origin of goods imported
into any country.

•

These certificates are essential for exporters to prove where their goods come from and therefore stake
their claim to whatever benefits goods of Indian origin may be eligible for in the country of exports.

•

The digital platform has been designed and developed by the Director-General of Foreign Trade
(DGFT) and Regional & Multilateral Trade Relations (RMTR) Division, Department of Commerce,
Ministry of Commerce and Industry.

•

The platform also provides administrative access to the Department of Commerce for reporting and
monitoring purposes.

•

Authorities of partner countries will now be able to verify the authenticity of certificates from the
website.

•

A non-preferential COO certifies the origin of the goods but does not grant any preferential tariff
rights to the exporter.

•

Issuance of Non-Preferential CoOs was also started from 15.04.2021.

Export Promotion Capital Goods (EPCG) Scheme
•

It is an ongoing scheme under the foreign trade policy.

•

In order to increase procurement of capital goods from indigenous manufacturers under the EPCG
scheme, the government has reduced specific export obligations from 90 per cent to 75 per cent of the
normal export obligation.

•

However, the scheme is subject to an export value equivalent to 6 times of duty saved on the
importation of such capital goods within 6 years from the date of issuance of the authorization.

Developing District as Export Hub
•

Under this initiative, the focus is to make districts active stakeholders in the promotion of exports of
goods/services produced/ manufactured in the district.

•

District Export Promotion Committees (DEPCs) have been set up in each district.

•

Products with export potential (including agricultural, geographical indication (GI) & toy clusters) have
been identified in all 739 districts across the country.

•

This scheme would help in diversifying the portfolio of export commodities.

Infusion of capital in EXIM Bank
•

Government of India infused capital of `750 crore in Export-Import Bank of India (EXIM Bank) during
the current financial year 2021-22 through subscription to its share capital.

EXIM Bank
•

EXIM Bank or Export-Import Bank of India is India’s leading export financing institute that engages in
integrating foreign trade and investment with the country’s economic growth.

•

Founded in 1982 by the Government of India, EXIM Bank is a wholly-owned subsidiary of the Indian
Government.

•

Headquartered in Mumbai, Maharashtra.
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•

NITI Aayog, in partnership with the Institute of Competitiveness, released the Export Preparedness
Index (EPI) 2021

•

First edition of EPI was released in 2020.

Significance of Report
•

The report is a comprehensive analysis of India’s export achievements.

•

The index can be used by states and union territories (UTs) to benchmark their performance against
their peers and analyse potential challenges to develop better policy mechanisms to foster export-led
growth at the subnational level.

4 Pillars of the Report
•

The Export Preparedness Index is a data-driven endeavour to identify the fundamental areas critical
for subnational export promotion.

Business
Ecosystem
Policy

Export Performance

Export Ecosystem

11 Sub-pillars
•

Export Promotion Policy

•

Institutional Framework

•

Business Environment

•

Infrastructure

•

Transport Connectivity

•

Access to Finance

•

Export Infrastructure

•

Trade Support

•

R&D Infrastructure

•

Export Diversification

•

Growth Orientation.

Key Findings
Overall Rankings

Category Wise ranking

Three major challenges to India’s export promotion:
•

Intra- and inter-regional differences in export infrastructure

•

Weak trade support and growth orientation across states

•

Lack of R&D infrastructure to promote complex and unique exports

The EPI’s Primary Goal
•

To instil competition among all Indian states

•

To bring about favourable export-promotion policies

•

Ease the regulatory framework to prompt subnational export promotion

•

Create the necessary infrastructure for exports

•

Assist in identifying strategic recommendations for improving export competitiveness.

It promotes competitive federalism and a fair contest among States/UTs.

