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RAMAKANTH INANI
Elected as PRESIDENT for FTCCI

The Federation of Telangana Chambers of Commerce and Industry (FTCCI) at its 103 Annual 

General Meeting held on July 25, 2020, unanimously elected Ramakanth Inani as President.

Ramakanth Inani served as Managing Committee Member for the last two decades, and also 

chaired various Expert Committees of the Federation. He was Senior Vice President, FTCCI 

for the year 2019-2020. 

Graduated in Engineering and Law from Osmania University; PG diploma in Portfolio 

Management from IIM, Ahmadabad and is an expert in inancial market sector with 35+ years 
of experience. 

He started his own business in the year 1984 by becoming Member of The Hyderabad Stock 

Exchange Ltd (HSE) and served on various sub committees of HSE. Subsequently he Promoted 

two listed companies viz., M/s. Dhanlaxmi Roto Spinners Ltd, a Cotton Spinning unit & M/s. 

Inani Securities Ltd., which is in stock broking and member of National Stock Exchange of India 

Ltd  (NSE),  Bombay Stock Exchange (BSE),  Depository Participants through 

Central Depository Services Ltd (CDSL).  Both the Companies are listed on Bombay Stock 

Exchange (BSE).  Another outit is registered as NBFC. 
Inani Group of companies are diversiied into Stock broking, non banking inance company, 
real estate, agricultural farm, cotton ginning, pressing unit and distribution of textiles and 

home décor.

Inani Group has a presence in Hyderabad and erstwhile state of Nizam for more than 150 years. 

Their ancestral banking irm M/s. Hiranand Ramsukh functioned as indigenous bankers to 
the estate of PRIME MINISTER of erstwhile princely State of Nizams. This irm was adjudged 
as the second oldest telephone subscriber of Hyderabad City (telephone No. 532) by Bharat 

Sanchar Nigam Ltd (BSNL). 

He is also involved in various activities of social organizations and his family promoted 

Educational, charitable & religious institutions in Telangana apart from Andhra Pradesh and 

Rajasthan.  
He has travelled extensively to various countries and was also part of FTCCI’s delegation to 

Singapore and Sri Lanka.
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Ramakanth Inani 

President 

P
r
e

s
id

e
n

t’
s
 D

e
s
k

I 
am t ru ly 
honoured to lead 
the 103 year old 
apex Chamber 

of Telangana State as 
President of Federation for the year 2020-2021. 

I thank each and everyone – from Managing 
Committee Members, Past-Presidents to individual 
members, and associate chambers of FTCCI for 
reposing their faith and elected me as President. 

Indian economy was facing slowdown before 
the pandemic broke out and with deepening of 
Covid-19 crisis, people are facing unprecedented 
hardships. Industry and businesses were hit hard 
causing loss of jobs to millions of people, and with 
the closing/prohibitions on many activities still 
continuing, people lost their livelihoods causing 
reverse migration to the native villages. The 
government of India under ‘Atmanirbhar Bharat’ 
has initiated many measures and implemented 
various schemes to support various sections of 
the people and industry. But it will take another 
one year for all the economic activities to bounce 
back to normal and growth momentum to pick up. 
The government and industry should work hand 
in hand to overcome the crisis and bring back the 
economy on to growth mode. 

The union government inally managed to pay 
GST compensation to States due to them for the 
previous year after 4 months into the FY 2020-21. 
This will surely help the States to strengthen the 
health-care facilities and contain Covid-19. But 
the compensation cess under GST was almost Rs 
70000 crore less than payments due to States and 
this gap is likely to enlarge this year with economic 
contraction reducing GST collections. 

Compensation cess inlows could shrink even more 
with people curbing discretionary spending on 
luxury goods in order to conserve capital or stay 
aloat in the pandemic-hit economy.

At the last GST Council meeting in June, Finance 
Minister Nirmala Sitharaman had said the Council 

would convene again in July just to discuss the 
possible alternatives to deal with this particular 
conundrum. One of the solutions offered is to raise 
special loans against future GST cess accruals in 
order to help meet its compensation promise to 
States.  

But the GST Council has not scheduled any meeting 
so far. No doubt the government functions have 
gone out of gear but with a third of the iscal year 
almost over, it would help the Centre and the 
States to battle the virus more effectively if they 
had more certainty and clarity on the cash at their 
disposal. We hope the meeting takes place sooner 
to provide the assurance needed by the States to 
deal with the existing situation. 

The industry in Telangana too suffered a lot due 
to slowdown and Covid-19 crisis and all eligible 
units that were sanctioned incentives and subsidies 
are hoping that the government of Telangana will 
support them in these crisis times by releasing the 
pending amounts. But, so far there is no indication 
of releases, and Federation would peruse for release 
of incentives at the earliest. 

It is my strong belief that an apex Federation of 
Chambers of Commerce and Industry brings lot 
of value to the industry and business community, 
more so if it is stronger and healthier. I am hopeful 
that we all will inspire more industrial and business 
units to become members and to take a more active 
role in shaping the growth and development of 
our State. 

The needs of the business and industrial fraternity 
can be successfully met by working collectively 
and unitedly. I am conident that our esteemed 
members will propagate and strengthen Federation 
and support us to make our State more industry 
friendly. 

I wish all the members a very successful year 
ahead. 

Dear Members
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AGM
103rd

Annual 
General 

Meeting
Outgoing President Sri Karunendra S. Jasti welcoming the 

Incoming President Sri Ramakanth Inani 
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POWER News

Safeguard duty on Chinese solar gear to 
stay for another year
A duty of 14.9 per cent will be levied on such imports for six 
months from July 30, 2020 to January 28, 2021 while the 
duty will be slightly lesser at 14.5 per cent in the following 
six months, an oicial notiication issued on Wednesday 
said

The government has extended the safeguard duty on 
Chinese solar power equipment by one more year till July 
29, 2021 to help boost local manufacturing. Last week, 
the Directorate General of Trade Remedies (DGTR) had 
recommended continuation of the safeguard duty on solar 
cells and modules.

The country irst imposed the duty in 2018 for two years 
to prevent dumping of Chinese solar equipment in the 
country, charging 25 per cent in the irst year, and 20 per 
cent in the second.

The duty was charged on equipment from China and 

Malaysia where a lot of Chinese-owned solar companies 
are based. However, in the government’s latest notiication, 
Malaysia has been exempted.

The notice does not mention any exemptions or a 
‘grandfather clause’, which would have allowed renewable 
energy irms to claim reimbursements on the duty they have 
paid while importing equipment from China, where 80 per 
cent of India’s solar equipment is sourced from.

Adding a “grandfather clause” to existing power purchase 
agreements would mean that there is an understanding 
between solar developers and the government that the 
project costs more than the allocated budget at the 
time of closing of the deal, and hence, compensation 
will be provided to the developers via the distribution 
companies.

Domestic solar equipment manufacturing wanted the 
safeguard duty to be extended for four years, but the DGTR 
said one-year extension would be adequate. Domestic 
solar manufacturing associations had welcomed this 
recommendation, but requested the rates to be increased 
to at least 50 per cent.

Developers were earlier expecting a basic customs duty 
(BCD) to replace the safeguard duty at the end of this 
month. Power and renewable energy minister RK Singh had 
recently told stakeholders that BCD of 15-20 per cent on 
solar equipment would be imposed in August, which would 
double in a year’s time. Although no oicial announcement 
has been made yet, industry stakeholders expect the BCD 
to be levied along with the safeguard duty.

The Union power ministry plans to request the cabinet to 
consider raising the borrowing limits of debt-laden state 
electricity distribution companies (discoms) so that they 
qualify for the Rs.1.25 trillion reform-linked loan package, 
two people aware of the development said.

The circulated draft cabinet note seeks a one-time 
exemption for the discoms from the conditions laid out 
for accessing working capital under the Ujwal DISCOM 
Assurance Yojana (UDAY).

The Union government had announced the liquidity 
injection into discoms as part of a stimulus package 
to revive India’s virus-battered economy. The money is 
to be raised by state-owned Power Finance Corp. and 
Rural Electriication Corp. from the market against the 
receivables of discoms.

“The draft cabinet note has been circulated for inter-
ministerial consultations,” said a senior government 
oicial, one of the two people cited above, requesting 
anonymity.

The Rs. 90,000 crore, 10-year loan package, announced 
to help discoms clear outstanding dues up to 31 March, 
will now cover losses till June, with the package corpus 
now expected to reach Rs. 1.25 trillion. The Union power 
ministry is also examining the possibility of a reduction 
in interest rates for these loans.

Queries emailed to a power ministry spokesperson 
remained unanswered.

“This money will help discoms repay most of the money 
that they owe power generators and transmission 
companies. It will help restart the virtuous cycle of 
cash low in the power sector,” the government said in 
a statement earlier.

The scheme involves loans to be disbursed in two tranches 
and is linked to certain reforms such as increasing digital 
payment interfaces; prepaid metering in government 
departments and preparing action plans to reduce losses 
among others.

https://www.livemint.com/industry/energy

Govt to ease borrowing cap in relief for discoms
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India reserves 110 power plant equipment, 
services for local companies
The equipment includes transformers, switch gears, 
cables and insulators, which are imported in large 
numbers in India despite available local capacity.

India will bar non-local suppliers in bidding for contracts 
for supply of about 110 goods and services to power 
plants. The non-local suppliers are manufacturers with 
less than 20% local content. These tenders, in respect 
of which there is suicient local capacity, will be open to 
only “class–I local suppliers” or those vendors who have 
more than 50% local content.

The power ministry has issued public procurement 
order with separate lists of products with adequate 
manufacturing capacity in India and those being 
manufactured locally under technology license from 
foreign countries. The ministry’s latest order dated July 
28 mandates that tenders for these 110 equipment and 
works can be awarded only to local companies with high 
localisation. The equipment includes transformers, switch 
gears, cables and insulators, which are imported in large 
numbers in India despite available local capacity.

The ministry’s order is based on a June 4 order of the 
Department for Promotion of Industry and Internal Trade 
(DPIIT) that provides for compulsory purchase preference 
to local suppliers.

The order will apply to procurements made by central 
and state government companies and on projects funded 
by Power Finance Corp and REC Ltd. The order has 
identiied another 69 products and services that are being 
manufactured under license from foreign manufacturers 
holding intellectual property rights. These can be sourced 

from class-II local suppliers with localisation content 
between 20% and 50%.

“Only class-I local supplier and class-II local supplier 
shall be eligible to bid in procurement undertaken by 
procuring entities, except when Global Tender Enquiry 
has been issued. In Global Tender Enquiries, non-local 
suppliers shall also be eligible to bid along with class-I 
local suppliers and class-II local suppliers,” the order 
said.

The order has advised the state-run entities to revise 
their tender documents. It has also advised the PSUs to 
allow participation from only those foreign irms which 
set up manufacturing base in India. In case of technology 
partnerships, the PSUs should insist for technology 
transfer.

The power ministry’s July 2 order has put in place an 
effective ban on imports from prior-reference countries 
like China and Pakistan, which require permission. All 
other imports will be tested at government- approved labs. 
The department of expenditure last Thursday amended 
its General Financial Rules, 2017, requiring bidders from 
a country sharing land borders with India to register to 
be eligible to bid for PSU contracts.

In 2018-19, India imported Rs 71,000 crore worth of 
power equipment, of which Rs 21,000 crore are Chinese. 
The ministry of power’s July 2 order has mentioned 
possibilities of cyberattacks on power system through 
‘trojans’ embedded in imported equipment, which can 
have catastrophic effects and the potential to cripple 
the entire country.

https://energy.economictimes.indiatimes.com/news/power/
india-reserves-110-power-plant-equipment-services-for-

local-companies/77268483

Unlike the solar energy sector, where about 90 per cent 
of the modules come from China, 80-85 per cent of wind-
turbine manufacturing takes place in India

The government is likely to withdraw customs duty 
concessions for wind-turbine components to encourage 
the use of local equipment and reduce imports from 
China and other countries, people familiar with the 
development said.

The withdrawal is expected to start in April 2021 and may 
be phased out completely in a year.

Unlike the solar energy sector, where about 90 per cent 
of the modules come from China, 80-85 per cent of wind-
turbine manufacturing takes place in India. However, 
some vital parts for setting up wind power projects are 
imported, mostly from China. The ministry of new and 
renewable energy is now nudging wind energy equipment 

makers to produce these parts domestically.

Although talks on local manufacturing have been taking 
place between stakeholders and ministry oicials for 
a while, discussions on withdrawing customs duty 
concessions started recently after geopolitical issues 
between India and China.

The import duty imposed on components varies widely 
and the removal of concessions will affect manufacturers 
to different degrees, depending on what they buy and 
from where. With input costs going up, tariffs may also 
be affected.

The ministry has asked wind-turbine manufacturers to 
strengthen existing capabilities and sought feedback 
from them.

https://energy.economictimes.indiatimes.com/

Make in India: Government likely to withdraw duty concessions for  
wind-turbine parts



10 | FTCCI Review | August 05, 2020

ECONOMYWatch

Indian economy to see sharp V-shaped 
recovery in the next two quarters:  
N K Singh
India will see a sharp V-shaped recovery in the third and 
fourth quarter of the current iscal, but FY21 GDP growth 
would ultimately be in negative territory as the coronavirus 
lockdown led to serious demand and supply dislocations, 
15th Finance Commission Chairman N K Singh said on 
Monday.

Stating that global economic depression will continue to 
cast shadow on growth prospects next iscal, Singh said the 
economic expansion in 2022-23 would determine whether 
or not the initiatives to revive growth are sustainable.

“This pandemic has led to enormous economic 
consequences by way of lockdown which brought serious 
dislocation both on demand and supply sides...,” Singh said 
at an AIMA event here.

“Q1 and Q2 will not be lofty performances to say the least, I 
think Q3 and Q4 of the current iscal year, there would be a 
very sharp V-shaped recovery, not necessarily that anything 
fundamental will happen or may happen but because of a 
lower base. Nonetheless, iscal year as a whole would end 
on a negative trajectory,” he added.

India’s economic growth stood at an estimated 4.2 per 
cent in 2019-20. The growth projections for current year 
by various global and domestic agencies indicate a sharp 
contraction of Indian economy ranging from (-)3.2 per cent 
to (-)9.5 per cent.

Singh further said for a country of India’s size, the ideal 
debt to GDP ratio should be 60 per cent and to reach that 
level in the medium term would require iscal deicit to be 
aligned to this debt objective.

India’s debt to GDP ratio stood at 70 per cent of GDP in 
the 2019-20 iscal and is projected to touch 80 per cent 
in the current  iscal.

https://economictimes.indiatimes.com/news/economy/indicators

GST cess falls 42% short in FY20
Compensation for last iscal paid to States using previous 
years’ balance of cess

The Centre made up a 42% shortfall in Goods and Services 
Tax compensation cess collection in 2019-20 by using 
balance of cess from previous years, plus a transfer 
from the Consolidated Fund of India. Meanwhile, the GST 
Council, which was slated to meet this month to discuss 
the possibility of market borrowing to meet likely future 
shortfalls, is yet to do so. The inal instalment of GST 
compensation for the year — Rs.13,806 crore for March — 
has been released to the States, the Finance Ministry said 
in a statement on Monday. This completes the delayed 
compensation payments for the inancial year.

During 2019-20, the cess collected was only Rs.95,444 
crore, just under 58% of the Rs.1.65 lakh crore that was paid 
out to States. “To release the compensation for 2019-20, 
balance of cess amount collected during 2017-18 and 2018-
19 was also utilised. In addition, the Centre had transferred 
Rs.33,412 crore from the Consolidated Fund of India to the 
Compensation Fund as part of an exercise to apportion 
balance of IGST pertaining to 2017-18,” the ministry said.

States had been protesting the delay in payment of pending 
compensation even before the COVID-19 pandemic led 
to a sharp fall in revenues and further delays, with some 
States even threatening legal action. GST revenue fell 41% 
in the irst quarter of 2020-21, indicating that the shortfall 
in cess collections and likely delays in payments to States 
is likely to continue in the current inancial year.
https://www.thehindu.com/business/gst-cess-falls-42-short-in-fy20/

article32206702.ece

RBI Governor Shaktikanta Das called for a targeted 
infrastructure push to help give impetus to the economy. 
Addressing the CII National Council on Monday, Mr. Das 
said that notwithstanding the progress made in the 
infrastructure sector, large gaps still remained.

“There is clearly a need for diversifying inancing options,” 
he said, adding that a big push to certain targeted mega 
infrastructure projects could reignite the economy. He also 
mooted the idea of a north-south and east-west expressway 
together with high-speed rail corridors, both of which would 
generate large forward and backward linkages for several 

other sectors of the economy.

Infrastructure was one of the ive sectors that Mr. Das 
identiied as capable of bolstering the economy, the others 
being farm, renewables, information & communication 
technology (ICT)-start-ups and value supply chains. He 
pointed out that harnessing the potential in these could 
propel India to a leadership position in the League of 
Nations.

https://www.thehindu.com/business/Economy/targeted-infra-push-
can-reignite-economy/article32206771.ece

‘Targeted infra push can reignite economy’
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At $0.6 bn, India records current account 
surplus in fourth quarter of FY20 for irst 
time in 13 years, says RBI
The RBI data also showed the current account deicit 
for the October-December quarter of iscal 2019-20 was 
revised to $2.6 billion or 0.4 percent of GDP from $1.4 
billion earlier.

India’s current account turned positive in the last quarter of 
the 2019/20 iscal year as a result of a lower trade deicit and 
a sharp rise in net invisible receipts, the Reserve Bank of 
India said on Tuesday, the irst quarterly surplus in 13 years. 
The current account recorded a surplus of $600 million or 
0.1 percent of Indian gross domestic product in the three 
months to March 2020 compared to a deicit of 0.7 percent 
in the same period a year ago, RBI data showed.

This represents the irst time that India’s quarterly current 
account, which measures the difference between the value 
of a country’s imported and exported goods and services, 
has recorded a surplus since the January-March quarter 
of 2007.

The RBI data also showed the current account deicit 
(CAD) for the October-December quarter of 2019/20 was 
revised to $2.6 billion or 0.4 percent of GDP from $1.4 
billion earlier.

“On paper this looks healthy but it primarily relects India’s 
economic slowdown, which has signiicantly reduced the 
non oil, non precious metals imports during FY20,” Rupa 
Rege Nitsure, chief economist at L&T Financial Holdings, 
said. For the year as a whole the CAD narrowed to 0.9% of 
GDP versus 2.1% in 2018/19, the data showed.

“Net services receipts increased on the back of a rise in 
net earnings from computer, travel and inancial services,” 
the RBI said in a release.

https://www.irstpost.com/india

Bad loan formation high in small category 
borrowers: RBI
Growth in large borrower stressed advances declined by 
8.5% at the end of March 2020, bad loans in this category 
fell 7%. Large borrowers accounted for 51.3% of loans and 
78.3% of gross bad loans for banks in March 2020.

While the top 100 borrowers accounted for 17.5% of gross 
advances but only 12.6% of gross bad loans.

With aggregate loan portfolios and gross bad loans declining 
in the large borrower category, the Reserve Bank of India 
on Friday indicated that both credit and NPA accretions 
were occurring in the small borrower category in the last 
two years.

“Both (loans & GNPA) these shares have declined since 
March 2018 implying that on an incremental basis, credit 
and NPA accretions are occurring in the small borrower 
category in the recent period,” the RBI noted in its inancial 
stability report.

The regulator also noted that borrowers who were making 
delayed payments or SMA category loans and restructured 
advances also declined in the March quarter. Loans due 
zero to 30 days crashed 54.4%, while those due 30 to 60 
days fell by 4.6%. There was also a steep fall in loans due 60 
to 90 days which saw a drop of 20.2% in the March quarter. 
Restructured standard advances in the large borrower 
category also dropped 31.7%.

While system wide SMA-2 or loans due 60 to 90 days was at 
0.89%, this was at 1.2% for state-run and 0.3% for private 
lenders, RBI data showed.

https://economictimes.indiatimes.com/news/economy/indicators

Indian economy will continue to face 
inflationary pressures in near term: 
Report

The Indian economy is likely to face inlationary pressures 
in the near term, as factors like supply chain disruption 
and lack of low-wage workers are expected to offset 
the delationary pressures from subdued demand in the 
economy, says a report. According to Dun & Bradstreet’s 
latest Economy Forecast, inlationary pressures are building 
up both from the demand and the supply side.

Dun & Bradstreet expects the Consumer Price Inlation 
(CPI) to have increased from 5.7 per cent to 5.9 per cent 
during July 2020.

As per government data, retail inlation had increased to 
6.09 per cent in June, mainly on account of higher prices 
of food items.

“Unanticipated localised lockdowns across the country is 
likely to raise uncertainty amongst the manufacturers and 
various other stakeholders in the supply chain who had 
planned to resume their operations. This has consequences 
not only for growth, but also for the underlying inlation 
dynamics in the economy,” Dun & Bradstreet Global Chief 
Economist Arun Singh said.

According to the report, inlationary pressures from supply 
disruptions, less availability of low wage labour, high tariffs 
on some imported commodities, and larger than adequate 
liquidity in the banking system might offset the delationary 
pressures from subdued demand in the economy.

As per Dun & Bradstreet’s business credit scores derived 
from the 2019 inancial performance, 71 per cent of Indian 
businesses fall under the “slightly greater than average 
risk” category.

“This is because companies have recorded inconsistent 
growth trends, reported losses, faced liquidity issues and 
working capital challenges. This situation is expected to 
have further deteriorated due to the impact of COVID-19,” 
Singh said.

https://economictimes.indiatimes.com/news/economy/indicators
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LEGAL Digest



13August 05, 2020 | FTCCI Review |

government of telangana
(ABSTRACT)

Municipal Administration & Urban Development Department - GHMC and all ULBs One Time 

Scheme to clear off of arrears in Property Tax- Waiver of 90% arrear interest on Property Tax till 

the Financial Year 2019-20 - Orders-Issues.

municipal administration & urban development (ghmcii) department

G.O Rt No.306                     Date : 28.07.202920

From the Commissioner, GHMC, Lr.No. 29/CTI/CTS/GHMC/2020,                     dated 06.06.2020

order :

The Commissioner, Greater Hyderabad Municipal Corporation, Hyderabad in the reference read 

above has stated that as per the records, there are about 5.64 lakh Property Tax assossments 

where there is accumulation of Rs. 1477.86 crore arrears together with the interest amount of Rs. 

1017.76 crores at the end of the Finanical Year 2019-20. It is stated that the arrears have been 

accumulated over a period of past 15 to 20 years period and there is immediate necessity to 

provide some kind of relief to the tax payers to motivate them in getting their accumulated property 

Tax dues cleared. The Commissioner, Greater Hyderabad Municipal Corporation proposed a One 

Time Amnesty Scheme (OTAS) to incentivize the Property Tax payers by invoking Section 679-E 

of the GHMC Act. A similar situation exists in other ULBs also as pointed out by the Director of 

Municipal Administration. it is observed that there are several reasosn like dispute about improper 

tax assessment, vacancy of the premises, dilapidated structures, dispute between family members, 

etc., which resulted in such dues and the OTAS proposed by the Commissioner, GHMC is the need 

of the hour, not only in the GHMC, but also for all the ULBs in the State.

2. After careful examination of the matter, the Government hereby order waiver of 90% accumulated 

arrear interest on Property Tax, provided the Tax Payer clear the principle amount of Property 

Tax dues till the year 2019-20 together with 10% of interest on accumulated arrears at one go in 

respect of Non Government properties under “One Time Scheme (OTS)” In all ULBs in the State 

including GHMC.

3. “One Time Scheme (OTS)” on Property Tax shall be taken up in a campaign mode in a period 

of 45 days starting 01.08.2020 and scheme will close on 15.09.2020.

4. The Commissioner, Greater Hyderabad Municipal Corporation, Hyderabad and the Director of 

Municipal Administration shall take all necessary measurers, repeatedly, during this period to take up 

wide publicity and awareness creation on messages, making phone calls and taking up advertisement 

in print media/scroll in electronic media etc., to ensure that this OTS is widely published and thus 

are able to reach out to maximum number of such cases where pendency is there.

5. The Commissioner, Greater Hyderabad Municipal Corporation, Hyderabad and the Director 

of Municipal Administration, Hyderabad shalll take necessary action accordingly. A mechanism 

will be set in a place to ensure daily monitoring and to ensure that OTS is done in a completely 

transparent manner. 

(by order and in the name of the governor of telangana)

ARAVIND KUMAR 

Principal SECRETARY TO GOVERNMENT
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Impact of  

COVID-19 on

T
he COVID-19 pandemic has probably 
been the most devastating of 
inancial and social crisis of recent 
times, leading to suspension of 

almost all economic activity and forcing a 
country wide lockdown. While the INR 20 
lakh crore economic recovery has assuaged 
some apprehensions, some sectors that have 
been more affected than others, and sectors 
that could help with economic recovery have 
been overlooked. 

Tourism, which contributes 5.06 per cent in 
India’s GDP (2016-17) is one such industry which 
has been ignored in this recovery package. 
The ongoing pandemic, travel restrictions, 
and the country wide lockdown have brought 
the entire tourism industry to a standstill, 
and unlike other sectors, tourism will take 
longer to recover, especially leisure tourism. 
This will have a direct impact on states like 
Uttarakhand, Rajasthan, Kerala, Himachal 
Pradesh, Goa, Sikkim and other north eastern 
states which depend extensively on tourism 
as a source of state revenue.

The Indian tourism industry employs 8.75 
crore people (12.75 per cent of the total 
employed population in 2018-19), such as 
people from the hospitality industry, tour 
operators, travel agents, homestay owners, 
drivers, guides, small traders, artisans and 
craftsmen among a host of other service 
providers. The sector also has strong forward 
and backward linkages to other sectors such 
as agriculture, transport, handloom, and 
FMCG to name a few. Disruptions in tourism 
sector will render many people in unemployed. 
The food and hospitality sector is already 
reeling under pressure from high ixed costs 
and no footfalls. FAITH, a policy federation 
of associations of tourism and hospitality 
industry has estimated a loss of Rs 10 lakh 
crore for the industry due to COVID-19. This 
will also impact inlow of foreign tourists, 
which means a drastic fall in foreign exchange 
earnings which was close to Rs 2,10, 981 
crore in Q1-Q3 2019. India is yet to address 
the concerns of the tourism sector. 

Interestingly, the global scenario is completely 

*Arindam Goswami     
*Nirupama Soundararajan

Tourism in India
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different. The EU has provided beneits 
in the form of liquidity support, iscal 
relief, and easing of state aid rules for 
those in the tourism business and is 
currently considering a tourism recovery 
plan. Italy, one of the worst country to 
be affected by COVID-19, has recently 
announced a four billion Euros bailout 
package for tourism and will incentivise 
domestic tourists to holiday on home 
soil. The French government too has 
announced an eighteen billion Euros 
“Marshall Plan for Tourism” bailout for 
tourism. Similarly, South Africa has 
initiated a relief package of approximately 
$11 million exclusively for MSMEs in the 
hospitality and tourism sector. Indonesia 
has announced a $725 million stimulus 
package in order to revive its tourism 
and civil aviation industry, with additional 
tax waivers to hotels and restaurants in 
select regions. Countries such as US, UK 
and Singapore too have initiated focused 
efforts to revive tourism. India’s lack of 
focus on tourism and its conspicuous 
absence from the recovery package is 
both surprising and disappointing, even 
more so when the government has been 
paying particular attention to the sector 
these last six years.

First, like all MSMEs, those in the tourism 
sector will also require access to credit, 
of which, most vulnerable are the own 
account enterprises (OAEs). In order to 
improve the low of credit to this sector, 
tourism must be included under priority 
sector lending (PSL). Furthermore, under 
the category of MSME for PSL, a separate 
sublimit for OAEs must be created to 
ensure that credit lows to the smallest 
of small businesses. Second, the central 
government should consider tweaking 
norms under tourism infrastructure 
development schemes so that states 
may utilise funds under such schemes to 
develop health and safety infrastructure 
to ensure nil or minimum chances of 
transmission of communicable diseases 
in future. For e.g. funds under PRASAD 
may be used for developing health and 
safety measures at religious destinations. 
Third, the Government should consider 
supporting the hotel and restaurant 

industry by subsidising their ixed costs. 
Additionally, applications and renewal of 
licensing fees should be absolved for at 
least a year and kept at minimum for the 
next two years for all such businesses. 
Similarly, transfer of licence should be 
made seamless so as to bring ease of 
doing business in the industry. Fourth, 
state governments should consider 
waiving certain critical charges such as 
property tax and interstate transport 
taxes for a ixed period of time. Electricity 
and water charges for home stay owners 
should be billed at residential rates 
instead of commercial rates. Fifth, 
all state governments should look to 
create state run e-commerce platforms, 
replicating the GEM model, which will 
allow for showcasing and sale of state 
speciic cottage industry products and 
provide the necessary market, connect 
to consumers. State governments must 
also think of ways to incentivise domestic 
tourists to boost local tourism.

For the tourism industry, this is an 
excellent time to develop a common 
safety and sanitation standard for hosting 
and serving its customers. The industry 
must also utilise this opportunity to adopt 
ecological waste disposal practices and 
adopt environment friendly day to day 
practices.  

It is quite evident that the tourism sector 
in India needs a redoubled and renewed 
push for its revival in the post COVID-19 
world. The government must consider 
an immediate recovery package and plan 
that focusses on the tourism sector, 
not just because it is one of the worst 
affected, but also because it is arguably 
the largest source of employment and 
source of income for many MSMEs.
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C
urrently, COVID-19 is the 
compelling theme in all 
conversations. Questions 

abound about lattening of the Covid 
curve; arrival of the elusive vaccine; 
protection of lives and livelihood; 
and the shape of economic recovery. 
These questions haunt us day in 
and day out. There are no credible 
answers as yet; the only thing that is 
certain for now is that, we must ight 
on relentlessly against this invisible 
enemy and eventually win.

Today, I thought I should move away 
from this preoccupation with the 
uncertain present and relect on some 
dynamic shifts that are underway in 
the Indian economy. They may escape 
our attention in this all-consuming 
engrossment with the pandemic, but 
they could be nursing the potential 
to repair, to rebuild and to renew our 
tryst with developmental aspirations. 
These dynamic shifts have been taking 
place incipiently for some time. In 
order to recognise and evaluate these 
shifts for their potential in shaping 
our future, one needs to step back 
a bit and take a more medium-term 
perspective. 

In my address today, I propose to touch 
upon ive such major dynamic shifts: 
(i) fortunes shifting in favour of the 
farm sector; (ii) changing energy mix 
in favour of renewables; (iii) leveraging 
information and communication 
technology (ICT), and start-ups to 
power growth; (iv) shifts in supply/
value chains, both domestic and 
global; and (v) infrastructure as the 
force multiplier of growth.

I. Fortunes Shifting in favour of 
the Farm Sector

Indian agriculture has witnessed a 
distinct transformation. The total 
production of food grains reached a 
record 296 million tonnes in 2019-20, 
registering an annual average growth 
of 3.6 percent over the last decade. 

Total horticulture production also 
reached an all-time high of 320 
million tonnes, growing at an annual 
average rate of 4.4 percent over the 
last 10 years. India is now one of the 
leading producers of milk, cereals, 
pulses, vegetables, fruits, cotton, 
sugarcane, ish, poultry and livestock 

in the world. Buffer stocks in cereals 
currently stand at 91.6 million tonnes 
or 2.2 times the buffer norm. These 
achievements represent, in my view, 
the most vivid silver lining in the 
current environment.

Shifting the terms of trade in favour 
of agriculture is the key to sustaining 
this dynamic change and generating 
positive supply responses in 
agriculture. Experience shows that in 
periods when terms of trade remained 

favourable to agriculture, the annual 

average growth in agricultural gross 

value added (GVA) exceeds 3 per 

cent. Hitherto, the main instrument 
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has been minimum support prices, 

but the experience has been that 

price incentives have been costly, 

ineicient and even distortive. India 

has now reached a stage in which 
surplus management has become a 
major challenge. We need to move 
now to policy strategies that ensure a 
sustained increase in farmers’ income 
alongside reasonable food prices for 
consumers.

An eicient domestic 
s u p p l y  c h a i n 
becomes critical 
here. Accordingly, the 
focus must now turn 
to capitalising on the 
major reforms that are 
underway to facilitate 
domestic free trade 
in agriculture. First, 
the amendment of the 
Essential Commodities 
Act (ECA) is expected 
to encourage private 
investment in supply 
chain infrastructure, 
including warehouses, 
cold storages and 
marketplaces. Second, 
the Farmers’ Produce 
Trade and Commerce 
(Promotion and 
Facilitation) Ordinance, 
2020 is aimed at 
facilitating barrier-
free trade in agriculture 
produce. Third, the 
Farmers (Empowerment 
and Protection) 

Agreement on Price Assurance and 
Farm Services Ordinance, 2020 will 
empower farmers to engage with 
processors, aggregators, wholesalers, 
large retailers, and exporters in an 
effective and transparent manner. With 
this enabling legislative framework, 

the focus must turn to (a) crop 

diversiication, de-emphasising water-

guzzlers; (b) food processing that 

enhances shelf life of farm produce 

and minimises post-harvest wastes; 

(c) agricultural exports which enable 

the Indian farmer take advantage 

of international terms of trade and 

technology; and (d) public and private 
capital formation in the farm sector. 
The Committee on Doubling Farmers 
Income expects the total quantum of 
private investment in agriculture to 
increase from `61,000 crore in 2015-16 
to `139,424 crore by 2022-23. All these 
initiatives have opened a whole new 
world of opportunities for industry 
and businesses. The consequential 
creation of jobs and augmentation 
of farmers’ income can indeed be 
enormous.

II. Changing Pattern of Energy 
Production in favour of 
Renewables

A similar opportunity space now 
exists in the energy sector, especially 
renewables. India’s progress in 
addressing the demand supply 
imbalance in electricity has been 
remarkable. It has now become a 
power surplus country, exporting 
electricity to neighbouring countries. 
While the demand for electricity grew 
at an average rate of 3.9 per cent in 
India during 2015-16 to 2019-20, supply 
grew at an average rate of 4.5 per cent 
and installed capacity increased at an 
average rate of 6.7 per cent during the 
same period.

What is particularly striking is the role 
of renewable energy. The share of 
renewable energy in overall installed 
capacity has doubled to 23.4 per cent 
at end-March 2020 from 11.8 per cent 
at end-March 2015. As much as 66.6 per 

cent of the addition to total installed 

capacity during the last ive years has 

been in the form of renewable energy, 

which contributed 33.6 per cent of the 

incremental generation of electricity. 

About 90 per cent of this jump stems 

from solar and wind energy. This 

spectacular progress has set the 

stage for India targeting to scale up 

the share of renewable energy in total 
electricity generation to 40 per cent 
by 2030. The shift to greener energy 
will reduce the coal import bill, create 
employment opportunities, ensure 
sustained inlow of new investments 
and promote ecologically sustainable 
growth.

A major factor driving this shift in 

energy mix has been the steep fall 
in the generation cost of renewable 
energy. As a result, renewable power 
generation technologies have become 
the least-cost option for new capacity 
creation in almost all parts of the world. 
The weighted-average cost of addition 
to renewable capacity in India was 
one of the lowest in the world in 2019. 
This has started exerting signiicant 
downward pressures on spot prices 
of electricity.

Going forward, this landmark progress 
could result in a signiicant overhaul 
of the power sector, encompassing 
deregulation, decentralisation and 
efficient price discovery. Policy 
interventions in the form of

renewable purchase obligations (RPO) 
for DISCOMs, accelerated depreciation 
beneits and iscal incentives such as 
viability gap funding and interest rate 
subvention will have to go through 
a rethink/need review. Reforming 
retail distribution of electricity while 
reducing commercial, technical 

and transmission losses remains 

a key challenge. The end of cross 

subsidisation by industry for other 

sectors, and closing the gap between 

average cost of supply (ACS) and 

average revenue realised (ARR) will 

require speedier/accelerated DISCOM 

reforms (including privatisation and 
competition). A nationwide Grid 
integration that can take supply 
from renewable sources as and when 
generated is needed to take care of 
daily/seasonal peaks and troughs 
associated with renewable sources. 
These dynamic shifts in renewables 
could help increase India’s per capita 
electricity consumption, currently 
among the lowest in the world. Here 
too, Indian industry has a crucial role 
to play.

III. Leveraging Information and 
Communication Technology (ICT) 
and Start-ups to Power Growth

Information and communication 
technology (ICT) has been an engine 
of India’s economic progress for 
more than two decades now. Last 
year, the ICT industry accounted 
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for about 8 per cent of country’s 
GDP and was the largest private 
sector job creator across both 
urban and rural areas. In 2019-20, 
software exports at US$ 93 billion 
contributed 44 per cent of India’s 
total services exports and inanced 
51 per cent of India’s merchandise 
trade deicit during the last ive 
years.

These headline numbers, however, 
understate the contribution of 
the sector to the economy. IT has 
revolutionised work processes 
across sectors and has generated 
productivity gains all around. The 
ICT revolution has placed India on 
the global map as a competent, 
reliable, and low-cost supplier of 
knowledge-based solutions. Indian 
IT irms are now at the forefront 
of developing applications using 
artiicial intelligence (AI), machine 
learning (ML), robotics, and 

blockchain technology. This has 

also helped to strengthen India’s 

position as an innovation hub, with 

several start-ups attaining unicorn 

status (USD 1 billion valuation). 

India added 7 new unicorns in 2019, 
taking the total count to 24, the 
third largest in the world

The ‘Start-up India’ campaign 
recognizes the potential of young 
entrepreneurs of the country and 
aims at providing them a conducive 
ecosystem. According to Traxcn 
database, funding for Indian tech 
start-ups touched US$ 16.3 billion 
in 2019, over 40 per cent increase 

over the level a year ago. While 

Healthtech and Fintech are the 

leading segments, entrepreneurs 

are leveraging opportunities 

across sectors and markets, and 
increasing the depth and breadth 
of this ecosystem. Interestingly, 
a signiicant proportion of start-
ups in India are serving small and 
medium businesses, and low and 

middle income groups.

COVID-19 has impacted the outlook 
for startups, particularly availability 
of funding due to the generalized 

atmosphere of risk aversion. Even 

before COVID-19, a global technological 

churn was underway, with lower 

spending by irms on legacy hardware 

and software systems, but with rapid 

advances in digital technologies and 

computing/analytical capabilities. 

Fierce competition from other 

developing economies with the 

potential to provide cost-effective 
IT services, is rapidly emerging as a 
challenge to India’s position as the 
leading outsourcing hub of the world. 
Globally, regulatory uncertainty relating 
to work permits and immigration 
policies may also amplify challenges. 
The sector has to also deal with 
concerns relating to data privacy and 
data security.

Creative destruction is an integral 
feature of a robust dynamic economy. 

The IT sector is best placed to drive 

this process and also manage its 

consequences. There is a signiicant 

association between the count of new 

irms born in a district and the gross 

domestic product of that district2. 

Promoting young irms and start-ups 

will be critical for greater employment 

generation and higher productivity-led 

economic growth in India. It would 

be essential to reorient resources 
and policy focus in this direction. 
Innovation and ability to nurture ideas 
into actualisation would be the key 
challenge. In this context, private 
enterprise and investment have a 
game-changing role.

IV. Shifts in Supply/ Value Chains 

– Domestic and Global

In a competitive market economy, an 
eicient supply chain can enhance 
economic welfare. Investment 
in sectors with strong forward 
and backward linkages in the 
supply chain can generate higher 
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production, income and employment. 
Consequently, identiication of such 
sectors becomes critical for strategic 
policy interventions. Stronger inter-
sectoral interdependence can help 
enhance eiciency of domestic value 
chains.

Strengthening the position of a country 
in the global value chain (GVC) can help 
maximise the beneits of openness. 
GVC encompasses the full range of 
activities starting from the conception 
stage of a product to its designing, 
production, marketing, distribution and 
post-sale support services performed 
by multiple irms and workers located 
in different countries. The higher 
the GVC participation of a country, 
the greater are the gains from trade 
as it allows participating countries 
to benefit from the comparative 
advantage of others in the GVC. More 
than two-thirds of world trade occurs 
through GVCs.

World Bank (2020)3 research indings 
suggest that one per cent increase in 
GVC participation can boost per capita 
income levels of a country by more than 
one per cent. India’s GVC integration, 
as measured by the GVC participation 
index, has been low (34.0 per cent, as 
a ratio of total gross exports) relative 
to the ASEAN countries (45.9 per cent 
as a ratio to total gross exports). This 
needs to change.

Global shifts in GVCs in response to 
COVID-19 and other developments will 
create opportunities for India. Besides 
focusing on diversifying sources of 
imports, it may also be necessary 
to focus on greater strategic trade 
integration, including in the form of 
early completion of bilateral free trade 
agreements with the US, EU and UK.

V. Infrastructure as Force 
Multiplier for Growth

In India, the progress made on physical 
infrastructure in the country in the 
last ive years needs to be viewed 
as no less than a dynamic shift. 
Road construction, the primary 
mode of transportation in India, 
has increased from 17 kms per day 
in 2015-16 to close to about 29 kms 
per day in the last two years. India 

is the third largest domestic market 
for civil aviation in the world with 
142 airports. On airport connectivity, 
India ranked 4th among 141 countries 
in the Global Competitiveness Report, 
2019 of the World Economic Forum. 
In telecommunication, the overall 
tele-density (number of telephone 
connections per 100 persons) in 
India at end of February 2020 was 
87.7 per cent. Growth of internet 
and broadband penetration in India 
has increased at a rapid pace. Total 
broadband connections rose almost 
ten times – from 610 lakh in 2014 to 
6811 lakh in February 2020 – enabling 
large expansion in internet traic. 
India is now the global leader in 
monthly data consumption, with 
average consumption per subscriber 
per month increasing 168 times from 
62 MB in 2014 to 10.4 GB at end-2019. 
The cost of data has also declined to 
one of the lowest globally, enabling 
affordable internet access for millions 
of citizens.

21. The shipping industry is the 
backbone for external merchandise 
trade as around 95 per cent of trading 
volume is transported through ships 
by sea routes. The average turnaround 
time of ships in Indian ports – which 
is an indicator of eiciency of ports – 
improved from 102.0 hours in 2012-13 
to 59.5 hours in 2018-19. As regards 
the power sector, I have already 
mentioned the achievements. With 
regard to the railways, Eastern and 
Western dedicated freight corridors 
are being developed at a fast pace and 
are expected to bring down freight 
charges signiicantly. A total of 15 
critical projects covering around 562 
km track length were completed in 
2019-20 and railway electriication 
work of total 5782 route kms was 
also completed in 2019-20. India has 
also recorded an impressive growth 
in metro rail projects for urban mass 
transportation.

Notwithstanding this progress, the 
infrastructure gap remains large. 
According to estimates of NITI Aayog, 
the country would need around US $4.5 
trillion for investment in infrastructure 
by 2030. On inancing options for 

infrastructure, we are just recovering 
from the consequences of excessive 
exposure of banks to infrastructure 
projects. Non-performing assets 
(NPAs) relating to infrastructure 
lending by banks has remained at 
elevated levels. There is clearly a need 
for diversifying inancing options. The 
setting up of the National Investment 
and Infrastructure Fund (NIIF) in 2015 
is a major strategic policy response 
in this direction. Promotion of the 
corporate bond market, securitisation 
to enhance market-based solutions 
to the problem of stressed assets, 
and appropriate pricing and collection 
of user charges should continue to 
receive priority in policy attention.

23. As in the case of the golden 
quadrilateral, a big push to certain 
targeted mega infrastructure projects 
can reignite the economy. This could 
begin in the form of a north-south and 
east-west expressway together with 
high speed rail corridors, both of which 
would generate large forward and 
backward linkages for several other 
sectors of the economy and regions 
around the rail/road networks. Both 
public and private investment would 
be key to inancing our infrastructure 
investments. CII can play a creative 
role in this regard.

24. In my address today, I have tried to 
move away from an outlook overcast 
by the morbidity of the pandemic to 
one of optimism. These dynamic shifts 
in our economy need to be converted 
into structural transformations which 
yield sizable beneits for our economy 
and help to position India as a leader 
in the league of nations. They involve 
testing challenges but also the reaping 
of signiicant rewards. Indian industry 
will have the pivotal role in what could 
be a silent revolution. Can the CII be 
its spearhead? I leave you with these 
ideas and dare you to dream.

*Governor, RBI

Source : www.rbi.org.in
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Economic impact of 
Covid-19 pandemic to 

vary in sectors

I
ndia needs to track its consumption 
expenditure along with employment 
data for policy intervention.

If the Indian economy were a person, 
her income in 2020-21 and 2021-22 
would be less than what it was in 2019-
20. At least, this is what the latest 
World Bank forecasts tell us. There is 
enormous, perhaps unprecedented, 
economic pain ahead. Both policy and 
politics will have to play an important 
role to alleviate this. Bad policy can 
delay, even derail economic revival. 
Good politics can ensure that the 
suffering of the masses is minimized. 
What can be done to ensure this?

Earlier this week, the World Bank 
released its Global Economic 
Prospects report. It expects India’s 
gross domestic product (GDP) to 
contract by 3.2% in 2020-21. There 

will be a moderate recovery to 3.1% 
growth in 2021-22. This means that 
2021-22 GDP will be less than what it 
was in 2019-20. To be sure, India is not 
the only country which will face this 
predicament. The East Asian region 
seems to be the only exception. (See 
Chart 1)

What does a contraction in GDP mean 
in real life? Incomes will drop. Jobs 
will be lost. However, the impact 
of the contraction will vary across 
sectors, states, even social groups. 
This knowledge is indispensible for an 
effective policy intervention.

For example, it can be expected that 
at least two sectors; agriculture and 
government, will not see a contraction. 
In 2019-20, these two sectors had a 
share of almost 30% in total Gross 
Value Added (GVA). This means that the 
economic pain will be far more severe 
in the rest of the economy.

Let us assume that the growth 
rate of agriculture and government 
sectors in the next two years will be 
the simple average of what they were 
in the past three years. This comes 
to 4.1% for agriculture and 9.7% for 
government.

Using the World Bank’s headline 
projections of 3.2% contraction in 
2020-21 and 3.1% growth in 2021-22, 
we can calculate the projected growth 
for rest of the economy. This comes 
to a 7.2% contraction in 2020-21 and 
1.4% growth in 2021-22.

The non-farm, non-government 
economy contains many sub-sectors. 
A contraction in each sub-sector will 
have different impact across states 
and jobs. For example, the non-farm, 
non-government sector had a share 
of 86% in Gross State Value Added 
(GSVA) for Delhi. This share was 56% 
for Madhya Pradesh, and only 38% for 
Arunachal Pradesh. This means that 
Delhi’s economic pain will be far more 
severe than Arunachal Pradesh’s. (See 
Chart 2)

What about employment? A contraction 
in some sectors can have a bigger 
impact on jobs than others.

For example, construction had a 
share of 8% in GVA in 2018-19. But its 
employment share, according to the 
2018-19 Periodic Labour Force Survey 
(PLFS), was 12%. Financial services, 
real estate and professional services, 
on the other hand, had a GVA share 
of 22% in 2018-19. The employment 
share of this sector was only 3.4%. 
This means that construction is a 
more labour-intensive sector than 
inance.

*Roshan Kishore and Abhishek Jha
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So, for an equal value of loss in output, 
job losses in construction would be 
far higher than in the inancial sector. 
Bailing out the construction sector 
can save a lot of jobs, and mostly of 
the poor.

Supporting finance will probably 
cushion the not-so-poor, and the 
sectors which depend on their 
demand.

A useful way to measure job losses 
during a contraction is by using what 
is referred to as employment elasticity 
of output in economics. It is equal 
to the change in number of jobs per 
unit change in economic output. The 
concept captures the idea that for the 
same amount of growth, job creation 
varies across sectors. This also means 
that job losses during a contraction 
phase will vary across sectors.

A comparison of year-on-year growth 
in GVA and jobs in 2018-19 shows that 
the construction sector and the 
trade, hotels, transport, storage and 
communication sector had the highest 
employment elasticity in the non-farm, 
non-government sector.

(See Chart 3)

Which states or sectors to support 
is not the only policy question going 
forward. There will also be a choice 
in terms of supporting producers and 
consumers.

For instance, according to the Annual 
Survey of Industry (ASI) data, Tamil 
Nadu, Gujarat, and Maharashtra had 
a share of 45% in value of output of 
textile and apparel in 2011-12. This 
output was consumed across the 
country. An analysis of the 2011-12 
Consumption Expenditure Survey 
shows that Uttar Pradesh and Bihar 
had a share of 19.9% in total consumer 
expenditure on clothing and bedding. 
These two states had a share of just 
3.9% in value of output of textile and 
wearing apparel. If consumer demand 
does not revive in these two states, 
supporting textile manufacturers will 
not yield results. (See Chart 4)

There is a major blind spot for 
policymakers in tracking consumption 
trends. India does not have a 
consumption expenditure survey (CES) 
after 2011-12. This will be a decade-

old in 2021-22. The 
2017-18 CES indings 
were junked by the 
government.

After the 2008 inancial 
crisis, there was a lot of 
uncertainty about job 
losses. India did not 
have high-frequency 
employment data. 
The United Progressive 
A l l i a n c e  ( U PA ) 
government asked 
the Labour Bureau 
to start tracking 
quarterly employment-
unemployment rates.

Today, the PLFS does 
collect employment 
data in each quarter 
of the year. However, 
the government has 
not been releasing the 
quarterly data regularly. 
The 2018-19 indings 
were released only 
earlier this month. It will 

also be a good idea to start collecting 
and publishing high-frequency data 
on consumption. Unless, there is 
more and better high-frequency data 
on the state of the economy, policy 
intervention will continue to be ill-
informed. If the surveys show bad 
news, so be it. We are oicially in a 
recession.

*First published in 

Hindustan Times, New Delhi
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Fair Practices Code for Asset Reconstruction Companies

Reserve Bank of India

In order to achieve the highest standards 
of transparency and fairness in dealing 
with stakeholders, Asset Reconstruction 
Companies (ARCs) are advised to put 
in place Fair Practices Code (FPC) 
duly approved by their Board. The 
following paragraphs provide the 
minimum regulatory expectation while 
each ARC’s Board is free to enhance its 
scope and coverage. The FPC must be 
followed in right earnest and the Board 
must involve itself in its evolution and 
proper implementation at all times. The 
FPC shall be placed in public domain 
for information of all stakeholders.

1. ARC shall follow transparent 
and non-discriminatory practices in 
acquisition of assets. It shall maintain 
arm’s length distance in the pursuit of 
transparency.

2. In order to enhance transparency in 
the process of sale of secured assets,

(i) invitation for participation in auction 
shall be publicly solicited; the process 
should enable participation of as many 
prospective buyers as possible;

(ii) terms and conditions of such sale 
may be decided in wider consultation 
with investors in the security receipts 
as per SARFAESI Act 2002;

(iii) spirit of Section 29A of Insolvency 
and Bankruptcy Code, 2016 may be 
followed in dealing with prospective 
buyers.

3. ARCs shall release all securities on 
repayment of dues or on realisation of 
the outstanding amount of loan, subject 
to any legitimate right or lien for any 
other claim they may have against the 
borrower. If such right of set off is to 
be exercised, the borrower shall be 

given notice about the same with full 
particulars about the remaining claims 
and the conditions under which ARCs 
are entitled to retain the securities till 
the relevant claim is settled/ paid.

4. ARCs shall put in place Board 
approved policy on the management 
fee, expenses and incentives, if 
any, claimed from trusts under their 
management. The Board approved 
policy should be transparent and ensure 
that management fee is reasonable 
and proportionate to financial 
transactions.

5. ARCs intending to outsource any 
of their activity shall put in place a 
comprehensive outsourcing policy, 
approved by the Board, which 
incorporates, inter alia, criteria for 
selection of such activities as well 
as service providers, delegation of 
authority depending on risks and 
materiality and systems to monitor 
and review the operations of these 
activities/ service providers. ARC shall 
ensure that outsourcing arrangements 
neither diminish its ability to fulil 
its obligations to customers and the 
RBI nor impede effective supervision 
by RBI. The outsourced agency, if 
owned/controlled by a director of the 
ARC, the same may be made part of 
the disclosures speciied in the Master 
Circular.

6. In the matter of recovery of loans, 
ARCs shall not resort to harassment of 
the debtor. ARCs shall ensure that the 
staff are adequately trained to deal with 
customers in an appropriate manner.

(i) ARCs shall put in place a Board 
approved Code of Conduct for 
Recovery Agents and obtain their 

undertaking to abide by that Code. 
ARCs, as principals, are responsible for 
the actions of their Recovery Agents.

(ii) It is essential that the Recovery 
Agents observe strict customer 
conidentiality.
(iii) ARCs shall ensure that Recovery 
Agents are properly trained to handle 
their responsibilities with care and 
sensitivity, particularly in respect of 
aspects such as hours of calling, privacy 
of customer information, etc. They 
should ensure that Recovery Agents 
do not induce adoption of uncivilized, 
unlawful and questionable behaviour 
or recovery process.

7. ARCs should constitute Grievance 
Redressal machinery within the 
organisation. The name and contact 
number of designated grievance 
redressal oficer of the ARC should 
be mentioned in the communication 
with the borrowers. The designated 
oficer should ensure that genuine 
grievances are redressed promptly. 
ARCs’ Grievance Redressal machinery 
will also deal with the issue relating 
to services provided by the outsourced 
agency and recovery agents, if any.

8. ARCs shall keep the information, 
they come to acquire in course of 
their business, strictly conidential and 
shall not disclose the same to anyone 
including other companies in the group 
except when (i) required by law; (ii) 
there is duty towards public to reveal 
information; or (iii) there is borrower’s 
permission.

Compliance with FPC shall be subject 
to periodic review by the Board.

RBI/2020-21/13  

DOR.NBFC(ARC) CC. No. 9/26.03.001/2020-21                July 16, 2020
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