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How to use

Dear Students,

These current affairs notes are prepared with the objective to provide a comprehensive analysis of the
important issues in news. While utmost effort has been taken to select only the news which is relevant and

important, it is inevitable that the size of notes becomes large. This is due t fact that an extensive

coverage of the fundamentals associated with the news, background information of what has happened
before in the same issue, timelines of events in international arena, and i issues which are
important alongside the main issues have been provided in the notes

knowledge of fundamentals associated and the awareness of d to cover the
points from which questions can be asked.

Notes are organized into 4 levels (section-subsectio i i dation and retention. We
have also divided current affairs notes into t ing with in-depth analysis of
major issues, important for all and especially

Our endeavor is to provide best for o
and all the ways possible. Put the ¢ ) heir maximum use by following the background
and generating an overall picture

improvement is always poss we look forward to hearing your views and feedback on the notes.

Best wishes

Team Vision IAS

\!

©VISION IAS WWW.vVisionias.in 8



POLITY AND GOVERNANCE

Good Governance and Human Rights

Aadhar scheme

A cost benefit analysis of Aadhar scheme

A recent study at the National Institute of Public Finance Policy (NIPFP) unde efit analysis of
Aadhaar Scheme.

The main conclusion of the study is that it is worth undertaking the re on Aadhaar,

leakages arising from ghost and duplicate beneficiaries.

nly to plug
r does not

ating Aadhaar with
schemes such as PDS, MNREGS, fertilizer and ain housing, education and
health programmes.

After taking into account all the costs, an i i leakages, the study finds that

the Aadhaar project would yield an inter
The Twelfth Plan document aims at.fi i ing Aadhaar linked banking services to all
desirous households and pro s’ for major subsidies and beneficiary

payment programme.
The NIPFP study argues that i
and also include the in eturns will be higher.
The concerns a iting Aadhaar to those individuals who benefit from
subsidies.

The constructi e consequent transformation of the existing subsidy programmes, is

programmes, it should make sure there are no leakages. These leakages
e also have to worry about the political economy of business strategies

Centre-State Legislative Relations

National legal framework on water resources

The central government has decided to frame a National Water Framework law and the law on River Basin
Management.

Former Planning Commission member, Y. K. Alagh has been appointed by the Central Government to head
the panel for drafting the National Water Framework Act that will enable the centre to legislate on matters
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Why is a national water law necessary?

relating to major concerns like equity, climate change, groundwater rights and international aspects of
water resource utilization.

Hitherto water has been solely a state subject and several disputes about river water sharing between the
states are being adjudicated by tribunals setup for the purpose. This overarching legislation will help in
making ground water a public property, rationalize Inter-State Water Disputes and the River Board Acts.

The rationale for the proposed national water law was spelt out in a concept paper submitted to the
Planning Commission earlier by the former Water Resources Secretary Ramaswamy R. lyer.

1.

If a national law is considered necessary on subjects such as the environ
diversity, etc., a national law on water is even more necessary. Water is as ba
Under the Indian Constitution water is primarily a State subject, b i i i ant national
concern in the context of:

t, forests, wildlife, biological
jects.

c. the inter-use and inter-State conflicts that this leads or a national consensus on
water-sharing principles, and on the arr i icts and settling them quickly
without resort to adjudication to the exten

d. the threat to this vital resource b i various uses of water and the
severe pollution and contaminati

e. the long-term environmental, ecologi i ations of efforts to augment the availability
of water for human use : i i ibution, use and control of water: equity

climate change on water and the need for appropriate
bal levels.

t straddles more than one State. Such legal divergences tend to render the
r-State river-water conflicts even more difficult than they already are. A national

neral legal position and principles that should govern such cases seems desirable.

What will be the nature and scope of a national water law in India?

1.

The proposed national water law is not intended to centralise water management or to change the Centre-
State relations in any way. What is proposed is not a Central water management law or a command-and-
control law of the usual kind, but a framework law, i.e., an umbrella statement of general principles
governing the exercise of legislative and/or executive (or devolved) powers by the Centre, the States and the
local governance institutions.
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However, the law is intended to be justiciable in the sense that the laws passed and the executive actions
taken by the Central and State Governments and the devolved functions exercised by PRIs will have to
conform to the general principles and priorities laid down in the framework law, and that deviations can be
challenged in a court of law.

Apprehensions expressed by the States over proposed national legal framework on water resources

Government's Response

It would impinge on states' constitutional right and centralise the water resources sector.

Water is a State subject and the States have exclusive power of legislation e subject. Distribution of

powers under the federal structure should in no case be tinkered with ange in the framework of

existing laws. Each State has its own consideration in planning, managem and use of water resources

which varies from State to State, region to region.

The proposal could be “misconstrued” as an encroachment on Stat itutional jurisdictio

of laws

The policy proposes a framework for the creation of a syst | principles

enshrined in the Constitution.

Centre has no intention to encroach state

Inspite of “vital importance” of ground i ulation for its extraction and coordination
among competing uses.

There is need to initiate steps inimise mi by regulating the use of electricity for its
extraction.
Rapid economic gro anisati e widening the demand supply gap and worsening the

country’s water-s

rs and their sustainable management and improvement of water use
eed an integrated approach

The local com es have to be involved actively in the management of water resources.

The outlays for water management will deliver only if they are matched and supported by better
management and good governance.

An urgent national consensus on the common denominators of water governance is therefore essential and
the first critical step towards achieving water security and sustainability for all.
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Constitutional Bodies

Election commission

The Election Commission's proposed ban on opinion polls

The Election Commission's proposal

e The Election Commission has suggested to ban public opinion polling during election campaigns.

The EC’s argument

e Opinion polls misinform voters.

e The dissemination of polls “has the potential to influence the electors w i tal process
of making up of their minds to vote or not to vote for a cer i

e The rights of a free press have to be balanced with “the rights i atter of exercise of
their franchise in a free and fair manner, uninflu s. In striking such balance, it
would not be unreasonable and unfair to place
information, particularly unverified informati i edia, on the eve of polls.

Counter-argument

e The EC’s propo ) , voters of valuable pre-election information

ion polling with exit polling.

Releasing esults until all the phases of voting is over has been prohibited in India.

e Exit polls are conducted by approaching voters as they leave the polling station, and typically ask them to fill
out a dummy ballot with additional questions (their personal characteristics and beliefs), which is then
deposited in a ballot box.

e In multi-party elections like India’s, late-in-the-day voters might also consult exit polls to shift their vote
from a third- or fourth-party candidate to one of the two front-runners.
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Gujarat Assembly elections

Party Seats won | comment
BJP (Bharatiya Janata Party) | 115 o Chief Minister Narendra Modi was chosen for third consecutive term
(in power since October 2001)
e The BJP has been in power in Gujarat since 1995.
Congress (Indian National | 61
Congress)
GPP (Gujarat Parivartan |2 Lead by Keshubhai Patel (former-CM, f aratiya Janata
Party) Party (resigned Aug 2012))
NCP (Nationalist Congress | 2
Party)
JD(U) (Janata Dal (United) 1
Independent 1
Total 182/182 nd 17 December 2012

Himachal Pradesh Assembly E

Party Seats won

BJP (Bharatiya Janata| 26 BIP lost due to a huge anti-incumbency wave arising
Party)

Congress (Ind

National Congres

Judicial Accounta

lection was held on 4, Nov 2012 and counting on 20 Dec 2012

Judicial Standards and Accountability Bill (Update)

e The Union government has approved a controversial clause in the Judicial Standards and Accountability Bill.

e While deciding to retain the controversial clause, it made some changes to ensure it stands the test of
Article 14 which deals with equality before law.
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e The earlier clause prohibited judges from making “unwarranted comments against the conduct of a
constitutional or statutory authority or statutory bodies or statutory institutions or a chairperson or
member or officer thereof, or on the matters which are pending or likely to arise for judicial
determination.”

e The amended clause debars judges from making unwarranted comments against conduct of any
“constitutional body and other persons.”

Bill Status: passed in the Lok Sabha and pending in the Rajya Sabha

Internal Security/Law and Order

Internal Security Laws

The Unlawful Activities (Prevention) Amendment B

e Introduced on December 29, 2011.

e According to the statement of objects and reaso i | Activities (Prevention) Act,

Financial Action Task Force (an intergov i ney laundering and terrorism

financing).
Proposed Changes
e The Bill amends the original ition of a ‘person’. A ‘person’ shall include (i) an
individual; (ii) a Hindu undivide firm; (v) an association of persons or a body of

individuals; (vi) every artificial j ; any agency, office or branch owned or controlled by any
person falling withi i

ences by companies, societies or trusts. Every person who, at the
for the conduct of the business shall be punishable with imprisonment
etween five to ten crore rupees.

Activities n Act (UAPA) was being extensively abused in the name of combating left wing

extremism, forcing innocent citizens to languish in prisons.

e It crticised that the new amendments aim at changing the definition of person [Section 2] which is a direct
attack on Article 19 [of the Constitution], as now the government can label any unregistered association of
persons as unlawful.

e It also criticised that the government is planning to extend the ban on organisations from two to six years.
These and other amendments go against the letter and spirit of the Constitution and represent one more
step towards silencing people posing a challenge to the government.
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The safeguard

e Union Home Minister has assured Parliament that the government would never allow the misuse of the
Unlawful Activities Prevention Act (UAPA).

Section 66 (A) of IT Act

The issue?

e Row over alleged misuse of Section 66 (A) of IT Act in recent few ca

2. A 19-year-old boy was questioned by the police i
Maharashtra Navnirman Sena chief Raj Thackeray.

e A Delhi student has also filed a public interest litigation (PIL) in t

Section 66 (A) of IT Act says:
e Punishment for sending offensive.m

e Any electronic mail message t

Any false info causing annoya

be easily misinterpreted.

” "

y offensive”, “annoyance” and “insult”, which are open to subjective

ria to define "offense" and thus any person can claim of being offended by a post
r that post addressed him or not.

The problem?

e If its language is made more specific to reduce opportunities for wilful misinterpretation, then an
exhaustively detailed law may also be too rigid to cover all bases in a rapidly evolving medium.

Way forward

e A mean must be discovered between these extremes.

e streamlining the working of the law, not only the law itself.
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Recent changes implemented by Government

e The concerned police officer or police station will not register any complaints (under Section 66 (A)) unless
he has obtained prior approval at the level of an officer not below the DCP rank in urban and rural areas and
IG level in metros.

Police Reform

Status of Police Reforms

e Each time there is a major crime in any metro or terror attack in the
nationwide war cry on reforming India's archaic police syst

e States like Uttar Pradesh, Maharashtra,
and West Bengal have been laggards.

e Assam, Bihar, Chhattisgarh, Guja
Rajasthan, Sikkim, Tripura and

e Though these states have ena
ministers) to have a sayi - i i other top posts.

law and order functions of the police and setting up of police
ansfers, promotions, postings and other service related matters) are yet

Prakash Singh, on whose petition the SC had come out with its judgment in 2006, said,
"Reforms ar appening due to states' cussedness. Chief Ministers treat police department as their
zamindari (fiefdom). They are against reforms because they don't want to give police autonomy".

Background

e 1979- the National Police Commission (NPC) was set up to report on policing and give recommendations for
reform. The Commission produced eight reports, dozens of topic specific recommendations and also a
Model Police Act. None of the major recommendations were adopted by any government.

1996- A Public Interest Litigation (PIL) filed in the Supreme Court asking the Court to direct governments to
implement the NPC recommendations.
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e In the course of the 10 year long case,what is popularly referred to as the Prakash Singh case the Court set

up various committees
1998- Ribeiro Committee

2000- Padmanabhaiah Committee

e 2005- the Police Act Drafting Committee (PADC or Soli Sorabjee Committee) that drafted a new model police

bill to replace the colonial 1861 Police Act.

e In 2006 the Court delivered its verdict, and the states and union territories were directed to comply with

seven binding directives-

1. Constitute a State Security Commission (SSC) to:(i) Ensure that state government does not

exercise unwarranted influence or pressure on the police, (ii) Lay do guideline and

(iii) Evaluate the performance of the state police

2. Ensure that the DGP is appointed through merit based trans ocess and sec minimum

tenure of two years

tenure of two years

4. Separate the investigation and la

6. Set up a Polic ) at state level to inquire into public complaints against
Deputy Superintendent of Police in cases of serious

ission (NSC) at the union level to prepare a panel for selection and
entral Police Organisations (CPO) with a minimum tenure of two years.

me Affairs (MHA) issued two memoranda, the first setting up a single
er all the Union Territories (UTs), and the second setting up Police Complaints

Defence

Warships

INS Tarkash

Talwar-class (or called Krivak-Ill class in Russia) stealth frigate(warship)
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e The frigate is armed with advanced combat suite.lts arsenal includes BrahMos supersonic cruise missiles, a
surface-to-air missile system, an upgraded 100 mm medium range gun, an optically-controlled 30 mm
close-in weapon system, torpedoes and anti-submarine rockets.

e These ships use stealth technologies and a special hull design to ensure a reduced radar cross section.

e The main difference between Tarkash and the earlier Talwar-class ships is the use of BrahMos missiles in
place of the Klub-N missiles in the earlier ships

e This is the second of the three frigates constructed at the Yantar Shipyard, Kaliningrad in Russia, the first
being INS Teg, third being INS Trikand

e Status: commissioned on November 9 in Kaliningrad by Vice-Admir hekhar Sinha, Flag Officer

Commanding-in-Chief of the Western Naval Command, Tarkash arrived at aval Command

headquarters in Mumbai on 27 Dec 2012

SOCIAL ISSU

Poverty and Exclusion

Food Security
Chhattisgarh Food Security A

es for 15 kg of foodgrain at subsided rates to every household in the general category

(people above rty line).
e Act covers about 90% of population(42 lakh families).

e The act will not cover those who are income tax payees, own over 4 hectares of irrigated or 8 hectares of
non-irrigated land in non-scheduled areas and who are liable to pay property tax in urban areas.

e The Act provides for schemes to offer free meals to the destitute and homeless, through local anganwadis.
The Act also has provisions to provide cooked meals to pregnant women and lactating mothers and take-
home meals for children up to six years.
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e The entitlements will be given on the basis of per household and not on per person. The entitlements are
not restricted to food-grains but there is provision for iodised salt, pulses, black gram.

e The new initiative will put a burden of Rs. 2311 crore on the state exchequer.
Criticisms:

e About 45 per cent of the population of Chattisgarh is below poverty line while benefits are extended to 90
per cent population.

e How will the State offset the cost? Naturally, it will have to raise taxes on somethi

e How will Chhattisgarh ensure that the foodgrains reach the targeted people

e It would have been in the fitness of things, had the State Governmen rovide more job

opportunities and ways to improve the livelihood of the people, r | gimmick, in

the guise of a food security law.

Answer to criticisms

e As per the act leakages will be reduced by one-use of techno

e In Tamil Nadu, 60 per as been wiped out due to implicit transfers through the
arly 20 per cent at the all-India level.

SC/ST/OBC/Minorities

Disadvantages section

Andhra Pradesh SCs Sub-Plan and STs Sub-Plan (Planning, Allocation and Utilisation of
Financial Resources) Bill, 2012
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e A new chapter was opened in Andhra Pradesh Assembly unanimously adopted a Bill to give legislative
backing to the Sub-Plans for Scheduled Castes and Scheduled Tribes with a mandatory provision for
allocation of nearly a fourth of the State’s annual plan of the budget for them hereafter.

The Issue

e The weaker sections constitute a majority of those living below the poverty line and it is the State’s duty to
apply the Directive Principles to protect them.

e However, it has been alleged that funds earmarked under SC and ST sub-pl
for sundry projects unconnected to their welfare and development, such
Lake in Hyderabad.

ve regularly been diverted
the cleaning of Hussainsagar

e A similar diversion of funds is taking place in many States with re
vision for the downtrodden.

e A positive feature in the endeavour to reverse this deplor S y civil society
groups. They were instrumental in pressuring the govern : 3 dating not merely
allocation of funds for SCs and STs but ensuring t

Significance

e This makes AP the first State in the co

uments, A nation-wide survey of de-notified tribes’ settlements is to be
for introducing a suitable shelter programme for them.

An effective w f extending developmental support for them will be to provide special and relevant

support and facilities for them within the existing facilities for the ST, SC and OBC categories, as applicable.
e Access to scholarships and hostel facilities need to be given priority.

e capacity-building programmes for skill development and marketing and loans for economic empowerment
should be given priority

[Note: All this is also recommended by NCDNSNT(see below)]

Background
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De-notified tribes

e Denotified Tribes (DNTs), also known as vimukta jati,are the tribes that were originally listed under the Criminal Tribes
Act of 1871, as Criminal Tribes and "addicted to the systematic commission of non-bailable offences."

e Once a tribe became "notified" as criminal, all its members were required to register with the local magistrate, failing
which they would be charged with a crime under the Indian Penal Code.

e The Criminal Tribes Act of 1952 repealed the notification, i.e. ‘de-notified’ the tribal communities.

e This act, however, was replaced by a series of Habitual Offenders Acts, that asked police to investigate a suspect’s

reclassified as habitual offenders in 1959.

e The UN’s anti-discrimination body Committee on the Elimination of Racial Discrimi ked India to repeal
the Habitual Offenders Act (1952) and effectively rehabilitate the denotifi

equal reservations, as available to Scheduled Castes and Schedu
denotified, nomadic or semi-nomadic tribes in India.

Problems with Denotified tribes

. ard Classes category in some

tegories in other States.

Women’s safety

Women police stations

According to the Bureau of Police Research and Development (BPR&D) data-

e 13 States and union territories, including Delhi, have no women police stations.
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e The ratio of men-women police personnel is also dismal.

e Women personnel comprise a dismal 3-4 per cent of the total police force in India

e In Delhi, out of 82,000 personnel, women comprise just 5,200.

e Today, women are being taken into the police force just to tackle women protesters.
The issue

e Things (crime against women etc) would not change until our police force remains men-dominated and
where women fear to approach police stations to report crimes against them.

e A complete overhaul of the police system is the need of the hour.

Alternate suggestion

e Some women rights activists feel that instead of opening wome d focus on

setting up a women'’s cell or desk at each station so that more and

e stations, States s

freely and
report crimes against them.

Usha Mehra Commission

. k into the incident of rape and

easures to improve the safety
up under the Chairmanship of Ms. Justice

women in the Capital

ken in Delhi, including the following:-

schedule

(iii) Ensuring that personnel deployed on public transport carry identification badges and are
verified.

(iv) Proactive and enhanced patrolling by police vans/motor cycles along routes taken by families and

women returning late at night from entertainment hubs and work places.
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Health

Global Burden of Disease (GBD) Report
Global Burden of Disease (GBD)Study 2010

What is GBD?
e The WHO global burden of disease (GBD) measures burden of disease usi -adjusted life
year (DALY).
e This time-based measure combines years of life lost due to pre of life lost

due to time lived in states of less than full health.

e The DALY metric was developed in the original GBD 1 urden of disease
consistently across diseases, risk factors and r

2010 Report (Published by Lancent on Dec 13, 2012)

but more young and middle-aged adults are dying and
unicable diseases, such as cancer and heart disease,

as the leading cause of disability adjusted years (DALYs) worldwide in 2010
1990, increasing by 29%), followed by lower respiratory infections (top rank in

51% de and HIV/AIDS (33rd in 1990; 351% increase)

e TWO MOST important risk factors were high blood pressure, estimated to be responsible for 9.4 million
deaths, and tobacco smoking, including second-hand smoke, which was responsible for 6.3 million
deaths. Alcohol use was the third most important risk factor, thought to be responsible for 5.0 million
deaths.

e DIETARY FACTORS and physical inactivity were responsible for 12.5 million deaths, with the most
prominent dietary risks found to be diets low in fruit and diets high in sodium.

What about India?
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e The headline message from the research data is that public health policy must, in coming years, be
directed as much towards non-communicable diseases as infectious ones.

Challenge for INDIA?

e Alcohol consumption is growing in India. Assocham projects a 30-per-cent year-on-year national growth
in liquor consumption, more than doubling the present offtake by 2015.

The number of tobacco users (age 15 and higher) in India is 274.9 million.

The intensity of smoking is 6.1 cigarettes a day, while various other for
and snuff are consumed heavily, often as a combination.

ch as bidi, chewing tobacco

Three powerful sectors (tobacco, alcohol and the packaged
influence in India.

ous political

Both tobacco and alcohol are now accessible to adolescents an

on their entire life course.
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communicable diseases.

The way forward:

e The country has to embark on a miss ields into fruit orchards. (Fruits with potassium
help stabilise blood pressure at healthy ich is commonly added to packaged foods,
produces the opposite, negz

e Regulation of salt content 3 encourage salt-free or low sodium products.
e Build a robust survei

Background:

Ischaemic Heart Di

E-Toilet (India lectronic Public Toilet)

e e-Toilets are innovative public toilet system

e e-Toilet is positioned as the ultimate solution to ensure public toilets across the country are maintained
hygienically, with the minimum of manual intervention, and substantial energy and water savings as well.

e It synergizes technologies in Electronics, Mechanical, Information Technology, etc., for a very cost effective
and modular design.

e |tis developed by Eram Scientific Solutions, the Thiruvananthapuram based scientific R&D firm.
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e In News: After Kerala it would now be set up in Jammu and Kashmir also, customized as per the region's
own geographical and sub-zero climatic conditions.

More

e The e-Toilet works on total auto mode: The insertion of a coin opens the door for the user, switches on the
light - thus saving energy - and even directs the user with audio commands. The toilets are programmed to
flush 1.5 liters of water if the user takes up to 3 minutes, and 4.5 liters of water if the usage is longer.

e They can also be programmed to clean the platform after every 5 or 10 pers e the toilet.

e The e-Toilet is the result of a convergence of electronics, web and mobile te logies, featuring automated

door opening, power flushing, automatic closet washing and sterilization, an

solid wastes
built-in electronic

ationwide campaign involving 11,000 Dalit women going around the
ng women still engaged in manual scavenging, though the government

Background

e Accordingtot 11 Census, there are still 7, 94, 390 dry latrines, where human excreta are cleaned up by
humans. Continuance of such inhuman practice is violation of ‘The Employment of Manual Scavengers and
Construction of Dry Latrines Prohibition Act, 1993.’

e In villages, Manual Scavengers are still forced to clean human excreta out of the compulsion of the caste
system.

e People threaten them from drawing water from the same well.

e Their children are denied education.
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e They are not allowed to worship in the same temples and cremate in the same ground.

Planning

Model Ward for People's Planning

del for People’s Planning
nd municipal bodies, NGOs
nnounced the completion of

e Mumbai’s most underprivileged municipal ward may soon become India’s fir
Process (PPP), involving all the stakeholders, including citizens, governme
and educational institutes. Tata Institute of Social Science (TISS) on Saturda

hich is called

TISS along

the socio economic surveys conducted in the ward, which mark the first phase
M ward initiative. Using the data collected in the surveys, in th

with the stakeholders will be releasing a comprehensive plan ward, by
prioritizing needs of the people in the ward.

e M-East ward of Mumbai has the lowest Human Develop nicipal wards in
Mumbai. As per the objectives of the project, th and Maternal Mortality Rate
(MMR) will be brought down by 50% in the next care, Institutional delivery,
post natal services and 100% immunisation will be e period, through the people’s

involvement. In education sector, the pr
by 50% in next five years

Social Infrastructure

Social and physical infra nalysis

and physical infrastructure, which require continued

h and education) grew at a compounded annual growth rate (CAGR) of
inal GDP at 15.3 per cent.

e Therefore, the challenge before the government right now is to sustain the present momentum in social
infrastructure spends, while pumping financial resources into physical infrastructure.

e This requires athree-pronged approach:
1. more private participation, especially in physical infrastructure such as power projects and ports,
2. effective deployment of government funds and

3. rationalising of subsidies and social welfare expenditure.
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e This will result in inflow of private funds on one hand and savings on government spending on the other,
which can be allocated towards areas that will help reap long-term benefits.

e Within physical infrastructure, one obvious solution is increased public sector thrust in areas such as
irrigation and railways, and greater private sector participation in others, such as ports and power.

e To attract greater private participation in these sectors, the government first needs to remove policy
bottlenecks related to fuel linkage, land acquisitions and other such contentious issues.

e On the social infrastructure side too, return on government spending must be carefully monitored so that

measurable results can be derived.

e Finally, there is also a pressing need to optimise subsidy and social welfare spends in a balanced and rational

way.

e The considerable savings that will accrue from curtailing subsidi el, fertilisers and can be re-

allocated to building much-needed infrastructure.
Kelkar panel recommendations

e The Vijay Kelkar panel (set up to chart a roadmap towards

concurrently, making more funds avai sion of infrastructure.

Background

What is Infrastructure and Social |

services include roads, railways, ports, airports, dams,
unication facilities, the country’s educational system

o categories — economic and social. Infrastructure associated with
nication are included in the former category whereas those related to

Urban transport

Importance of Cycling

e More people are able to commute to work with ease, Mobility has improved, congestion has eased and
pollution has reduced.
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e European cities are leading this renaissance and their successful bicycle programmes are widely replicated
in various cities, from China to the United States, with a great sense of urgency.

e Cities consume 75 per cent of the energy and emit 80 per cent of the greenhouse gases. Promoting cycling is
critical to reduce emissions and make cities resource efficient.

e A recent study estimates that in the case of the Vélib bicycle system in Paris, which covers an estimated
312,000 km a day, the saving is approximately 57,720 kg of CO a day.

e Reduction in pollution levels also improves public health. Research in UK shows that every £1 invested in
cycling generates about £9 worth of benefits in decreased congestion and he

e Asian cities, once a haven for cycles, are showing a sense of urgency in rediscovering cycling. Hangzhou in

China started its bike sharing programme in 2008 and quickly grew to be th with a fleet of

65,000 bicycles and more than 2,500 docking stations.
Status in India
e Indian cities have hardly made plans to promote bicycles.

e Roads are planned to accommodate only motorised transpor
trips has gone down to 11 cent by 2008.
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ECONOMY OF INDIA

Banking

Banking Sector

Banking laws (amendment) bill 2012

What are the benefits?

Parliament recently passed Banking Laws (Amendment) Bill, 2012, and Enforc
Recovery of Debts Laws (Amendment) Bill, 2012.

ity Interest and

The Banking Bill was approved by the Lower House earlier after the g ntroversial

clause concerning allowing banks to trade in commodity f

nt dropped th

Provisions and benefi

It will strengthen the financial sector.

help in establishing large-sized banks.

Not only big corporate

boards of the recalcitrant banks which fail to comply with the
t the RBI has powers only to remove a director or officers of a banking
oard. This amendment gives powers to the RBI to supersede the entire

ment also gives powers to the central bank to call for information and returns from the
d group companies of the banking companies and to inspect them, if necessary. These
powers will come handy if and when the RBI proposes to grant licenses to industrial houses for
setting up new banks, which is on the anvil now. The bill also substantially increases the penalties
and fines for some of the violations of the Banking Regulation Act and the rules framed there under.
These powers are expected to create an environment for better compliance of regulations by banks,
ultimately benefiting the banking public and the economy of the country.

The bill paves the way for new banking licenses
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o The central government has been persuading the RBI to issue new banking licenses for expanding
the banking network, mainly for financial inclusion and expansion of banking facilities to unbanked
areas in the country. The RBI has been insisting on getting the additional powers mentioned above,
so as to ensure a healthy growth of the banking institutions. Now that the bill has been cleared, the
RBI may consider permitting new banks to be set up in the private sector, which in turn will create
more competition among banks in the country. More the competition, better it is for bank
customers, as it will provide more choices to the banking public and might bring down bank charges
to some extent. The RBI should, however, ensure that new banking licenses are given only to the

deserving applicants, which have a record of total dedication to provi sparent, committed and
superior customer service and not to fly-by-night operators, who

sh to make quick money by
floating a bank and then resort to all sorts of manipulations at the co i

¢ The bill raises the voting rights in banks

o At present there is a cap of 1% on voting rights to private i ks. This in
effect means that the private investors had no meahi i

o Similarly, there is a cap of 10% on voting rig i ector banks, which is now
i that the promoters and their
is a double edged sword. On the one hand,

interest of the S . The RBI should, therefore, keep a close watch on the
ese additional voting rights serve the interest of all

e The bill provi i y public sector banks

ares, though all private sector banks are allowed to issue bonus
panies Act, under which they are incorporated. But public sector banks,

to issue bonus shares in the enactments through which they were nationalized.
refore, provides for issue of bonus and rights shares, including splitting of shares
denomination, by the public sector banks, which is good news for banks’ shareholders.

o Publics r banks are expected to issue bonus shares soon. This step will also create a conducive
environment for banks to raise fresh capital more easily from the market and thus help in meeting
their capital adequacy requirements prescribed under Basel Ill norms.

Why are bank unions against this bill?

e The left parties had opposed the bill and voted against it in the Lok Sabha. The banks unions are also against
this bill as they feel that these amendments will dilute the interest of the public sector banks. Besides, these
amendments will facilitate corporate entry into banking, which they feel is not desirable, as the public
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money deposited in these banks can be misused for the benefit of few corporate bigwigs and not for the
benefit of the general public. They are also opposed to the increase in voting rights to shareholders, as it
may dilute the powers of the government in public sector banks.

e Whether these apprehensions are justified or not, only time alone will tell, but these amendments have
increased not only the powers of the RBI but also its responsibilities to ensure that the banking industry
progresses on sound lines for the benefit of the economy and the people of this country.

Conclusion

e In short, these measures contained in the bill, which will become law shortl xpected to create more

confidence among investors, depositors and the public in the banking system in our country. But a lot more
requires to be done in the area of improving corporate governance, better ¢ ice, transparency in
banking operations and more importantly freeing the public sector.ba rference and
the dual control of banks by the finance ministry and the RBI, as sc working at

cross purposes to the detriment of the banks, which are the life line o

Local Area Banks

e With a view to bring about a competitive environ
Government permitted establishment of

e only. The entire share capital has to be mobilized from
ithin a region of 2 or 3 contiguous districts.

. i be on the lines of six local area banks that were given licences by

f India is expected to relax norms soon allowing opening of more foreign banks.

e India and Pakist re negotiating issues with regard to opening of bank branches in each other’s territory to
facilitate trade and commerce.

e As per the World Trade Organisation agreement, India allows opening of 12 branches of foreign banks in a
year.

e Last year, the RBI in a discussion paper suggested that foreign banks should be incentivised to operate in
India as wholly-owned subsidiaries, as against the present system of having presence through branch
network.
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e At present, there are about 34 foreign banks operating in India, with five major banks, including StanChart,
HSBC, Citibank and Deutsche

Capital Market

Sahara OFCD issue

Timeline

5 Dec 2012: The Supreme Court gave a breather to the Sahara group b
crore immediately and pay its investors in two instalments, the first inst
first week of January 2013 and the balance amount, including interest, in t

ecting it to deposit Rs.5,120
ent of Rs.10,000 crore in the

Nov 2012: ED begins the probe to detect money laundering
investors who invested in Sahara were bogus and fictitious.

3 must be dealt
ation Ltd. (SIRECL) and the
24,400 crore collected from

Mow. 2010 SEBI restrains Sahara India Real Estate Corpn. Lid.

and Sahara Housing Investment Corpn. Ltd. from raising funds 7%

in the form of aptional fully convertible debentures chn}

June 2011 SEBI directs the two companies
to refund the money collected to investors

July 2011 Szhara appeals in Supreme Court
that SEBI has no juns.dn:tmn. seeks notice tu Centre

' Juiy 201 Supreme Court asks Sahara fo appmach
the Securities Appeliate Tribunal

Oct. 2071 SAT upholds SEBI order

Nov. 2011 Sahara challenges SAT order,

obtains stay

Jan. 2012 Court asks Sahara to furnish Ref

details of assets and reserves rs. 24,400 ¢
e 15 et
* Bug. 2012 Verdict delivered 9.21 cr investors

The issue?

Sahara (Sahara India Real Estate Corporation Ltd (‘Sahara Real Estate’) and Sahara Housing Investment
Corporation Ltd (‘Sahara Housing’)) issued optionally fully convertible debentures (OFCDs) violating the
norms.
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e When this information came to the notice of the capital market regulator, it started its investigation and
passed an ex-parte order on 24 November 2010 restraining the company from mobilising funds under a
red herring prospectus (RHP).

e Sahara went to Securities Appellate Tribunal (SAT). The senior advocates for the Sahara companies
strongly contended that the OFCD issues were a private placement(not public issue). They also claimed
that OFCDs were not securities and that even if the issue of OFCDs was deemed to be in violation of the
provisions of the Companies Act, 1956, SEBI had no power to investigate or pass any order. Their
defence was that the issuer companies never intended to have the OFCDs listed.

e After hearing both sides SAT upheld the SEBI order and inter alia
jurisdiction under the SEBI Act to protect the interests of Investors and

that SEBI can exercise its
ulate the securities issued by
unlisted public companies. SAT further observed that issue of OFCD’s in ing offered to
more than 50 (fifty) persons would also be treated as a ‘pu
and were thus required to be listed on a Stock Exchange.

e Sahara went to Supreme Court against SAT order.

e Supreme Court also upheld the order and directed Sahara nvestors.

. i is that any loophole that

s period option is given to the holder of OFCDs to apply for
ount needs to be paid.

g a public issue of securities has to file a Draft Red Herring Prospectus
ker prior to filing a prospectus with the Registrar of Companies. Itis a

Suggestions to improve the sluggish Corporate Bond market

e One of the classic long-term issues for India is developing a robust corporate bond market.
e You need it for a variety of purposes. Most important reason is for infrastructure funding.

e In the last few years, several measures have been devised. First, the government has doubled the limit for
foreign investment in the Indian debt market to $40 billion. Today, it is much easier for a company to list its
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Infrastructure Debt Funds (IDFs)

debt. Procedural complications, which were there a few years ago, have been simplified. We have also
introduced measures such as credit default swaps.

All these measures have been designed to give a fillip to the bond market and yet we don’t see that much of
a pick-up. Partly it has to do with general economic conditions. But there are some more measures which
are important for improving the corporate bond market.

They are the restrictions on the investor. Today, an insurance company can invest only up to AA paper. It
can invest in A+ paper only after a specific approval from the investment committee.

Investors only invest in highest rated papers, partly because of regulatory r
believe that the paper rated below AAA is risky.

and partly because they

An analysis shows that even on a risk-adjusted basis, A papers offer bette ere is a strong

case for investors to re-look at their investment norms and i AA and A

category more.

When investors look at papers which are below AA
development of corporate bond markets.

entity, you are able to get money from investor i d put the money into more
risky projects in infrastructure.

It is estimated that IDFs should be able 000 crore in capital immediately. It is not the

The Finance Minister had in year 2011-2012 announced the setting up of
g-term debt into infrastructure projects. The IDF
rust based IDF would normally be a Mutual Fund (MF)

Infrastructure Debt Fu

either Rupee imum 5 year maturity. The investors would be primarily
insti vestors, especially insurance and pension funds which would have
ulated by SEBI while IDF-NBFC would be regulated by the Reserve

setup by ICICI , Bank of Baroda, Citi and LIC with shares 31%, 30%, 29% and 10% respectively.
IDFCs are needed because

1. Infrastructure projects require long-term funding for 20-25 years and banks are currently not able to
adequately fund them. Bank generally funding for 5-7 years infra projects.

2. IDFC has better rating (+Tax exemptions) and will attract more investments.
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BSE Carbonex

e The Bombay Stock Exchange (BSE) launched BSE Carbonex, the first carbon-based thematic index in the
country, which takes a strategic view of organisational commitment to climate change mitigation.

e This index has been launched with the aim of creating a benchmark, and increasing awareness about the
risks posed by climate change.

e It will enable investors to track performance of the constituent compani SE-100 index regarding

their commitment to greenhouse gases emission reduction.

MCX-SX

e MCX Stock Exchange Limited (MCX-SX), India’s new stock exchange,
Derivatives (CD) segment on October 7, 2008

e In News: MCX-SX has received the final go-ahead from SEBI for going live segments such as
equity, wholesale debt (bonds) and interest rat

Chandrashekhar panel on foreign inve

e SEBI (Securities and Exchange Bo mittee under ex-Cabinet secretary KM

oreign investors.

. ent process for all overseas entities like foreign

VCls), qualified financial/institutional investors
2n surveillance over them.

d by global headwinds and domestic policy uncertainties. Growth, however,
needs t te if the momentum of poverty reduction, employment generation and pay off from the
nd is to be accelerated. The Report reflects the collective assessment of the Sub
Committee of the Financial Stability and Development Council (FSDC) on risks to financial stability.

Highlights:

e Global risks remain elevated due to delays in resolution of issues like the European sovereign debt crisis and
the imminent US fiscal cliff.

e Risks to domestic growth arise from structural impediments such as fall in domestic savings, persistently

high inflation, regulatory and environmental issues. These have caused a fall in investment demand and

moderation in consumption spending leading to decline in growth.
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External sector imbalances remain a worry. Rising gold imports have worsened the current account deficit.
Domestic savings have been falling. Moreover, a lower proportion of household savings is channelled
towards financial products.(Post 2008, there has been a general shift from financial savings to physical
savings.Gold has been the most reliable asset for Indian household. both the things are not good for
economy)

Financial markets remained largely stable but exchange rate volatility was high relative to that of some
peers and advanced economies. Financial sector dominated the corporate bond issuance, reducing effective
disintermediation.

Corporate sector’s ability to service debt has been falling since 2009-1
greater exposure to key infrastructure sectors like power have witnessed h

ome industrial groups with
rowth in leverage in recent

years.

growth outlook and bank asset quality. Respondents, howeve
domestic financial system.

the recent periods, an assessment of the i
been attempted for the first time in.thi

Asset quality of the banking the period under review with greater

recourse to restructuring. Ba ined resilient to credit, market and liquidity risks

and capable of withstandi S, gi eir comfortable capital positions.

all OTC(Over-The-Counter) derivative transactions(trade via a dealer
ralized exchange such as BSE) to central clearing given problems in

regulatory i to achieve this objective.

THE HINDU Reports:_Risk to banking sector increasing, says RBI

The risks to banking sector had been increasing in recent years with a continued deterioration in the stability
of the banking sector since 2010.

An analysis of the components contributing to banking stability show that tight liquidity, deteriorating asset
quality and reducing soundness are the major contributors to the decline in stability of the banking system
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e However, it said that a marginal improvement in the indicator during the last two quarters was observed
primarily because of better liquidity condition, due to regulatory prescriptions and enhanced profitability
ratios, arising out of lower provisioning coverage.

e The Banking Stability Map, which reflects the relative changes in the vulnerabilities since the previous FSR,
further reveals that the asset quality and soundness indicators have deteriorated vis-a-vis their position in
March 2012

e Despite faster credit growth relative to deposit expansion, the credit-deposit (C-D) ratio has declined

ear under review. Gross
t from 2.9 per cent. Net NPA

e The asset quality of banks has seen considerable deterioration during the
non-performing advances (GNPA) ratio for all banks rose sharply to 3.6 per
ratio stood at 1.7 per cent as against 1.2 per cent.

e The concerns on asset quality are also underscored by the increa io as well as

ratio of slippages to actual recoveries (excluding upgradations).

e Restructuring of loans, particularly of big ticket loans,

mechanism, has recently come under closer scrutiny due to [ and value of such
advances.
e The apex bank further said that the pressure on ity i sector had worsened since FSR
2011.
Background/Key Terms
e CDR

. pany is going through financial hardship
troubles are enough to pose a high risk of the

ors to reduce these burdens and increase its

decreasing the rates paid, increasing the time, giving the

cator depict the overall stability condition in the Indian financial system.
is based on the three major indicators namely, Macro Stability Indicator
Indicator (FMSI) and Banking Stability Indicator (BSl). FSI was derived using
and BSI.

) ratio or Loan-To-Deposit Ratio - LTD

e A commonly statistic for assessing a bank's liquidity by dividing the banks total loans by its total
deposits. This number, also known as the LTD ratio, is expressed as a percentage. If the ratio is too high, it
means that banks might not have enough liquidity to cover any unforseen fund requirements; if the ratio
is too low, banks may not be earning as much as they could be.
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Industry

Energy Sector

House panel for penal action on RIL for drop in gas output

Industrial Growth
Index of Industrial Production (1IP)[Oct 2012|

e The Parliamentary Standing Committee on Petroleum and Natural Gas has expressed its disappointment
over the Petroleum Ministry’s failure to initiate penal action on Reliance Industries Ltd. (RIL) for its failure
to achieve the production outlined under the Field Development Plan (FDP) for KG D6 block.

e RIL has drilled only 22 out of the 31 wells that it had outlined in the invest
of the 18 gas finds in the KG-D6 block. Of these, only 18 were put on produ
on production, six wells have shut due to high water and sand ingre

t plan for D1&D3, the largest
n and even out of those put

Grouth Comment ‘
(Oct 2012) o

ce of the manufacturlng and power
ell as consumer goods.

e

P 8.2% mainly on accoun

Mining (-) 0.1%
Manufacturing | 9.6%

Electricity 5.5%

Background:
What is IIP?

n abstract number, the magnitude of which represents the status of
given period of time as compared to a reference period of time It is a
arrive at a single representative figure to measure the general level of
y. Strictly speaking the IIP is a short term indicator measuring industrial growth
till the a iled industrial surveys become available. This indicator is of paramount importance
and is being u rious organisations including Ministries/Departments of Government of India, Industrial

Associations, Resear stitutes and Academicians.

How and when is it computed?

The scope of the index has been confined to mining, manufacturing and electricity sectors and does not cover
gas, water supply and construction.

The IIP estimate for a given month is always released within six weeks from that month. The data for the IIP
estimate is supplied by 14 source agencies which include Department of Industrial Policy and Promotion, Indian
Bureau of Mines, Central Statistical Organisation and Central Electricity Authority, among others.
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The distribution of items covered by the index with 2004-05 year are as follows :-

No. of Items

Sector 2004-05(new)
Mining 61(14.1%)
Manufacturing 620(75.5%)
Electricity 1(10.3%)
Total 682

Pharma Industry

National Pharmaceutical Pricing policy (NPPP)

Response

(statues: approved by cabinet on 22 Nov 2012)

The ceiling price of the 348 drugs covered unde edicines (NLEM) 2011 will
be fixed by adopting simple average price of all bra aving a mark ore than or equal to 1% of
i the weighted average price of
ier policy. Experts believed that the weighted
ial drugs rather than reduced them. )

top brands which was a severely criticised
average calculation method woulg

products or process h e control for a period of five years. (it seems to have

been brought in companies.)

mixed feelings

Most feel that the recent changes to the calculation of prices will definitely bring down prices of drugs but will
severely hit the larger players (who may have to take a hit of about 15%-20% in revenues) in the market which could in
turn effect investment in the sector.

Expert say that it is a good thing that the government has chosen to adopt a market-based mechanism as against a
cost-based mechanism, thus protecting industry interest to a large extent as also ensuring that drugs reach patients in
a cost-effective manner
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e The main bone of contention for the activists seems to be the government’s decision to opt for market based pricing
rather than cost based pricing. They feel that this method will almost certainly lead to an overall rise in prices.

Background:

e It was 2003 when the Supreme Court had struck down a proposal to bring down the number of drugs under price
control from 74 to 38 and directed the government to frame a policy to regulate prices of all essential drugs. (PIL filed
by NGO the All India Drugs Action Network (AIDAN))

WHO clearance on Indian vaccines

e In a major boost to the country’s private vaccine manufacturing pharm
Health Organisation (WHO) has said that India’s national regulatory authori

tical companies, the World

CDSCO — and its affiliated
marketing authorisation and

licensing, post-marketing surveillance, inclu ollowing immunisation and so on.

e  WHO pre-qualification is a guz ifi ine meets international standards of quality, safety
and efficacy.

Fuel su

e The Central government has announced that most of the contentions issues pertaining to fuel supply
agreements (FSAs) had been resolved and power companies were likely to ink pacts with Coal India Limited
(CIL) in a month’s time.

Background

e To ensure fuel security to coal-based power producers, the Indian Government issued a presidential
directive to CIL in April 20126, asking it to sign fuel supply agreements (FSAs) with power companies.
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e Private power companies have raised concerns over certain FSA clauses, which they claim are in favour of
PSUs.

Agriculture and Rural Development

Agriculture sector

India is world’s largest rice exporter

¢ India has emerged the world’s largest rice exporter, displacing Thailand from.its leadership position, with
rice exports in marketing year 2011/12 (October-September) placed nes.

Reasons

e In February 2011 Government lift a four-year ban on exports of non-basn arieti i ing the way
for a rise in exports.

e Thailand's policies.

Fertilizer Issues

New urea investment policy

e The Policy based on the reco
sector for addition of product
closed units of Fertiliz

aims at attracting investments in urea
p and expansion of existing units, revival of eight
industan Fertilizer Corporation Ltd. (HFCL), and

e The New Investment Policy is a departure from the existing policies which are based on cost plus
approach with a 12% post tax return to the manufacturers.

e It is expected that the pricing policy based on market parameters will encourage investments in the sector
and also substantial improvement in efficiencies.

e Nitrogen (Urea) is the only fertilizer where the country can not only become self-sufficient but also a net
exporter, based on the available and projected hydrocarbon (natural gas) resources in the country.
However, the Import dependence in this sector has increased in last 4 years. The demand- production gap is
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rising every year and may reach upto 19 million tonnes by 2011-12. In order to reduce this rising gap, there
was a need to increase investments in Urea sector, as there has been no significant investment in last 10
years, in this sector.

Criticism
e To make up for the gap, including with long-term imports from JVs in areas of cheap feedstock, we need to
rationalise and decontrol domestic prices of urea. Otherwise, fertiliser subsidy would run amok.

External Sector

Balance of Payment(BOP)

Gold-backed schemes to curb imports

e Attributing the surge in gold imports to high current accoun ici g0\ r id it was considering
schemes such as gold deposits, accumulation plans, gold-lin d pension products to curb
demand for the precious metal

e The government said gold-backed products would help investors enjoy its of investment in the metal
without investing in the physical comm

e It is an unproductive instrument but Gold ntry had risen considerably in the last 3-4

years.

e Gold imports touched a recorc
high of 4.2 per cent in the yea

pushing up the current account deficit to a historic

e Inthe April-June quarte er, gold imports had contracted.

ro was introduced as the new currency for use in the European Union. To join the
ad to qualify by meeting the terms of the treaty in terms of budget deficits,
rates and other monetary requirements. 17 out of the 27 member states of the EU,

e These 17 countries are referred to as the “euro zone”.
Why Euro Zone
e To strengthen the trade ties and economies of euro zone members.

e Specifically, the euro zone would make it easier for small economies to borrow money from international
financial markets and investors at a much lower rate than had been possible for them in the past.
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e Initial guidelines restriced governments from borrowing more than 3% of their economies output annually in
an effort to prevent euro zone members from accumulating too much debt, and based on the assumption
that all members were capable of repaying such debt.

What went wrong

e Many euro zone members did not adhere/stick to the guidelines for borrowing which were in place, Greece
being a major defaulter.

Eurozone crisis

e The European sovereign debt crisis (often referred to as the Eurozone cri an ongoing financial crisis

that has made it difficult or impossible for some countries in the euro a to repay or re-finance their

government debt without the assistance of third parties.

e From late 2009, there was a wave of downgrading of governmen
rating agencies.

e The structure of the Eurozone as a monetary union (i.e., e.g., different

tax and public pension rules) contributed to the crisis an opean leaders to

respond.

e Concerns led European nations to implement a s i i easures such as the European
Financial Stability Facility (EFSF) and Euro

Eurozone bank supervisor - A new measure

. ' ozone banking supervisor- a mechanism

as allowed developers/builders to raise funds through external commercial
for low-cost affordable housing projects with immediate effect.

permissible
meters, the RBI said.

r space index) would be for units having a maximum carpet area up to 60 square

e Builders/developers meeting the eligibility criteria can apply to the National Housing Bank (NHB), which will
act as the nodal agency for deciding a project’s eligibility as a low-cost affordable housing project.
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Background:

National Housing Bank (NHB)

FDI issues

The National Housing Policy, 1988 envisaged the setting up of NHB as the Apex level institution for housing.
NHB was set up on July 9, 1988 under the National Housing Bank Act, 1987.

NHB is wholly owned by Reserve Bank of India, which contributed the entire paid-up capital.

It is both bank and regulation authority.

The Head Office of NHB is at New Delhi.

Objectives: NHB has been established to achieve, inter alia, the following objectives — To promote a sound,

healthy, viable and cost effective housing finance system to cater to all seg ulation and to

resources for the sector and channelise them for housi
regulate the activities of housing finance companies base authority derived
under the Act. To encourage augmentation of supply of bu d also building materials for
housing and to upgrade the housing stock in

facilitators and suppliers of serviced land, for housi

blic agencies to emerge as

Infrastructure

National Investment Board (NIB)

Cabinet Committee on Investment (CCl)

The Union Cabinet has created a new Cabinet Committee on Investment (CCl) to expedite decisions on

infrastructure and manufacturing projects over Rs. 1,000 crore.
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e The new CCl will be chaired by Prime Minister Manmohan Singh and include ministers in charge of
infrastructure sectors as its members.

e The Committee will prescribe time limits for decisions on approvals and clearances and will then monitor
the process to ensure that those deadlines are met. It could review cases which face delays, and facilitate
the removal of bottlenecks in the process.

Background:

e The idea of high-powered panel for according speedy clearance to infrastructure projects was initially

mooted by Finance Minister P Chidambaram. He had suggested that the bod lled National Investment

Board (NIB).The Cabinet, however, renamed the proposed body as Cabinet mittee on Investment.

e The cabinet diluted some of the original powers envisaged for the committe te concerns of

environment minister Jayanthi Natarajan and rural developme who were

staunchly opposed to the proposal.

e Controversial references to the mega-investment body’s “failure” of

concerned Ministries to observe the stipulated time frame, e
of the Ministry concerned” have been deleted.

National Offset Policy

National Offset Policy

What is offset agreement?

e An offset agreement is an ag ies whereby a supplier agrees to buy products

from the party to wh i g win the buyer as a customer and offset the buyer's outlay.
Generally the seller.i - yer is a government that stipulates that the seller must
then agree to s within their country. Often, the aim of this process is to even-

up a country's . i y an integral part of international defense contracts.

‘overarching' offset policy that extends beyond Defence to cover imports by all
tments, including Space, Atomic Energy and even public sector undertakings (PSU). Each
of these agen ould give advance information of their procurements above Rs 500 crore to a National
Offset Authority, which will then identify and allocate potential offsets among the various departments and
user industries. The idea, by itself, is not bad, considering the significant quantum of imports that take place
on government account alone every year. While offsets cannot be imposed on private party imports, it may
still be worth implementing on governmental purchases with a view to correcting trade imbalances and

creating local manufacturing opportunities.
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Criticism
e The proposal is not without problems, though. The most questionable part is subjecting PSU capital
acquisitions to offset preconditions. Whether a PSU such as NTPC chooses turbines and boilers from Chinese
vendors or sources them from BHEL and L&T should be decided based on its own commercial judgment,

rather than the outcome of a public policy favouring local manufacture. Oversight by an Offset Authority

would only add an extra layer of decision-making, slowing down the process. Enforcing offsets are further
problematic in listed PSUs that are accountable to non-government shareholders. Even when it comes to
non-PSUs, the implementation of offsets on say, imported nuclear reactors is best left to the Department of

Atomic Energy than a centralised authority manned by non-specialist b
Defence, where there is an already-existing ‘offset facilitation agency' tha

rats. The same goes for
Iso has representatives from
i it is better to
have general guidelines for implementation by individual depart ing i tor-specific
ground realities.

industry. While an offset policy for major governmental import procureme

In News
e The state-run Oil and Natural Gas Corporation (ONGC) has ask | Gas Ministry for
complete exemption from following the Nation i i se as following such a policy

would have a direct impact on ONGC'’s operations
¢ Reasons cited:

o goods and services required for ONGCs
very limited in the global i bligations from seller (in form of Offset
policy) could lead to non-participat spective bidders thereby reducing fair

o it could lead to hi i icipating bidders would pad up their bids on account of such
conditions.

alisation within the stipulated period, besides delays in

of 1,298 approved in 2011 were completed as of March 31, 2011.

e The Mission had failed to strengthen urban local bodies, even though it was supposed to make them more
accountable and efficient.

e All the mandatory and optional reforms were not implemented as per the commitments made in the
Memorandum of Agreement. Thus the objective of bringing about reforms in institutional, financial and
structural governance structure of the ULBs to make them efficient, accountable and transparent could not
be achieved as has been envisaged.
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e The ministries of the Central Government were not equipped to monitor a project of INNURM's magnitude.

e “The JNNURM guidelines had been deficient as they did not give adequate advisory to States regarding the
parking of funds and the utilisation of interest thereof. There was no uniformity in utilising interest earned
on parked funds amongst the States/Union Territories and the revolving fund had also not been created in
almost all the States.

e There were delays in release of funds to States and the guidelines did not contain any directions to stipulate
the time in which such releases should be made.

e The audit’s findings indicated the risk of ineligible beneficiaries of the scheme t for the urban poor.

e There were diversion of funds for projects not admissible under INNURM.

instance, at Kathua in Jammu
& Kashmir about Rs.2.21 crore was distributed to unverified beneficiaries for i

e Under the Urban Infrastructure & Governance scheme, not eve mpleted in

Uttar Pradesh’s seven mission cities. In Delhi, only four of 28 have of 71 and

in Karnataka 16 of 46.
Recommendations

e The CAG recommended that the government co

e |t also recommended identifying icienci of the scheme, at both Central and State

Background
JNNURM
e JNNURM was | on 3rd December 2005.

. me to ensure planned development of identified cities with
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