NEWS ITEMS ON CAG/ AUDIT REPORTS (06.09.2022)

1. Modi govt pushes ministries to boost capex to help India get into top
3 global economies (theprint.in) 6 September, 2022

The Centre has yet again directed its ministries and departments to increase the pace of capital
spending to not only boost growth but also help create more jobs, ThePrint has learnt — a
development that comes at a time when states’ capex has slowed.

The directions on capital spending came from Cabinet Secretary Rajiv Gauba in a review
meeting he chaired on 12 August to discuss the preparation of Vision India 2047 — a plan to
bring India among the top three global economies and inch closer to the status of a developed
nation by the 100th year of its Independence.

According to the minutes of the review meeting accessed by ThePrint, Gauba asked ministries
and departments “to step-up capital expenditure and monitor it to ensure that expenditure
incurred is [according to] the requirement projected”.

Capital expenditure is the money that the government spends for long term-asset creation. It
could be investing in machinery, buildings, healthcare, and infrastructure, among other things.

Budget 2022-23 shows that the central government is projected to spend a record Rs 7.5 lakh
crore in capital creation in the financial year 2022-23. Out of this, Rs 1 lakh crore is kept aside
as assistance that will be given to states in the form of 50-year interest-free loans to fund the
capital expenditure plans.

Until July, the Modi government had spent Rs 2,08,670 crore on capital expenditure — a jump
of 62.5 per cent from the Rs 1,28,428 spent in April-July 2021 — according to the Controller
General of Accounts (CGA), the central government’s principal adviser on accounting matters.

Keeping aside the interest-free loans to states, the central government will have to spend Rs
55,000 crore on average in the next eight months to meet the capex target.

The government’s push on capital spending comes when the retail inflation remains elevated
(6.7 per cent in July) and rising global interest rates, which have pushed the Reserve Bank of
India (RBI) to hike interest rates in order to suppress demand.

But such a push has also led the gross fixed capital formation — a proxy for investment levels
in the economy — to register a healthy growth of 20.1 per cent in the first quarter of 2022-23
over the same period last year.

Data with the CGA shows that the ministries of road transport and highways and railways have
witnessed healthy growth in capital spending in April-July, with capital expenditure by the two
ministries jumping over 40 per cent till July.

Resolve pending matters through ‘Special Campaign’
It was also decided in the meeting that all ministries and departments need to focus on the
disposal of pending matters during the ‘Special Campaign’ — the central government’s


http://theprint.in/

initiative to dispose of any pending matters before it — to be scheduled from 2 October to 31
October this year.

“A few hours may be set aside every week for [the] disposal of such matters. Monitoring of
pendency to be done on a regular basis,” the minutes of the meeting said.

The ministries and the departments have also been told to immediately review the observations
contained in the CAG report tabled in Parliament earlier this year and take corrective/remedial
actions.

“Officers at all levels to be sensitised about the importance of CAG’s observations so that
systemic improvements are carried out in a time-bound manner,” the minutes stated.

Directions were also issued to take prompt action to fill up direct recruitment vacancies, fill up
posts on promotion, and vacancies anticipated on account of superannuation in various
ministries and government departments.

In the meeting, the cabinet secretary also highlighted Prime Minister Narendra Modi’s
Independence Day address about what India should aspire for in the next 25 years.

According to a senior government official, the secretary of agriculture and farmers’ welfare
stressed the need to “re-organise the ministry” and the “change” required in its outlook. “He
observed that it is necessary to shift focus from production towards value chain creation, with
the government playing the role of a facilitator,” the senior official told
ThePrint. https://theprint.infeconomy/modi-govt-pushes-ministries-to-boost-capex-to-
help-india-get-into-top-3-global-economies/1117003/

STATES NEWS ITEMS

2. Audit  report flags misuse of funds in  Madhya
Pradesh (thehindu.com) SEPTEMBER 05, 2022

A confidential 36-page report by the Madhya Pradesh Accountant-General has unearthed an
alleged fraud to the tune of several crores in the State’s nutrition programme for schoolchildren.

Since the audit report came to light, the Opposition Congress has been attacking Madhya
Pradesh Chief Minister Shivraj Singh Chouhan who supervises the Women and Child
Development Department. The only response from the government till Monday evening was
that the “report was not final”.

The audit report observes that there was “large scale fraud/misappropriation etc in the
identification of beneficiaries, production, transportation, distribution and quality control of
THR [Take Home Ration]”.

The THR is a component of the Supplementary Nutrition Programme, one of the services
provided under the Integrated Child Development Scheme or ICDS. In simple words, THR
comprises food grains and other items provided to address the nutritional requirements of 49.58
lakh beneficiaries — children (0.5-3 years), pregnant and lactating mothers, and out-of-school
adolescent girls (11-14 years).
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Fake beneficiaries

While the department procured and distributed 4.05 tonnes of THR to these beneficiaries
between 2018 and 2021 that cost the exchequer 22,393.21 crore, the auditor examined the THR
given to 24% of the beneficiaries (nearly 12 lakh) and found that there were irregularities in
estimating the number of beneficiaries, transportation, ration mills producing beyond capacity
and falsified distribution, among others.

The auditor found that the Women and Child Development Department had estimated, without
conducting any baseline survey, the number of out-of-school adolescent girls at 36.08 lakh,
way higher than the School Education Department estimate of 9,000 in 2018-19 and the ration
was drawn in their names. In 49 anganwadis in eight districts, where only three such adolescent
girls were registered, rations worth ¥110.83 crore were distributed to 29,104 such girls after
listing 63,748 as beneficiaries.

Similarly, the registration number of “trucks” that six manufacturing plants or firms claimed
to have been used to transport 1,125.64 tonnes of rations costing 36.94 crores were found to be
those of motorcycles, cars, autos and tankers. The report says that more than 10,000 tonnes of
rations, costing 362.72 crores, were not transported nor available in the warehouse.

The report highlights that in the 2017-19 period, Madhya Pradesh reported the maximum
number of infant deaths and stood third in terms of maternal mortality in the country.

On the alleged scam, State Home Minister Narottam Mishra said that the audit report was not
final but a part of the process. He said that the Public Accounts Committee would examine it.

Meanwhile the Congress has been attacking the Chief Minister on the issue.

“The Home Minister gives a clean chit to the culprits even before an investigation. This incident
has shown that the MP government backs criminals and the corrupt. The Chief Minister’s
involvement should also be probed as the department comes directly under him,” said Congress
media-in-charge K.K. Mishra.

Congress general secretary in charge of communications Jairam Ramesh tweeted that the “BJP
government of Madhya Pradesh had earlier ruined the future of the youth with the Vyapam
scam. Now injustice to poor children and pregnant women! Did Mama [Mr. Chouhan] form
the government with Maharaj [Union Minister Jyotiraditya Scindia] just to commit such
scams?”. https://www.thehindu.com/news/national/audit-report-flags-misuse-of-funds-
in-madhya-pradesh/article65854495.ece

3. Madhya Pradesh: Audit report claims massive corruption in
nutrition scheme; Kamal Nath seeks probe (theweek.in) 05 Sep 2022

Citing an audit report of Madhya Pradesh Accountant General (AG), which indicates massive
corruption in the nutritious food programme of the women and child development department
(DWCD), ex-chief minister Kamal Nath has demanded a high-level probe into the matter and
stringent action against the guilty persons.

Nath also pointed out that currently Chief Minister Shivraj Singh Chouhan holds the charge of
DWCD.
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The report of the MP Accountant General office (a copy available with THE WEEK) shows
huge discrepancies in the take home ration (THR) component of the supplementary nutrition
programme under Integrated Child Development Scheme (ICDS). THR is given to kids
between six months and three years of age, out of school adolescent girls and pregnant and
lactating women.

The report by deputy accountant general (audit management group Il) points out fake
distribution of THR worth Rs 110.83 crores to out of school adolescent girls through data
manipulation, fake production of THR worth Rs 58 crores and fake supply of THR worth Rs
4.95 crores by six manufacturing plants.

Also there are glaring irregularities in transport of THR worth Rs 6.94 crores as the registration
numbers of the trucks shown to be used for transport, when verified, were found to belong to
motorcycles, cars, autos and tankers, or the trucks (numbers) did not exist in database at all,
the report mentions.

The report also said that all samples sent to independent laboratories drawn out of 38,304 metric
tons THR costing Rs 237 crores, did not conform to the required nutritional value. This
indicates that the beneficiaries got poor quality THR, the report said. Various other
irregularities in stock maintenance and distribution were also found.

The audit was conducted on state DWCD’s procurement and distribution of 4.05 metric tons
of THR to 1.35 crores beneficiaries at the cost of Rs 2393.21 crores between April 2018 and
March 2021.

Interestingly, the Congress was in power in the state from December 2018 to March 2020,
while the rest of the period was under the BJP rule.

Kamal Nath, however, tweeted to say that it was common for corruption and scam to happen
in all the schemes under the BJP government in Madhya Pradesh. “Now nutritious food scam
has come to the fore. A huge game was played in the name of production, transport and
distribution of nutritious food given to kids and women according to a report of the accountant
general. The numbers of trucks used for transport of thousands of kgs of nutritious food worth
crores of rupees found to be of autos, cars and tankers. Scam was also done by distribution of
ration worth crores in the name of kids who did not go to school,” Nath said.

He further said that on one hand Madhya Pradesh is the worst performer as regards malnutrition
and on the other there is a scam in the name of nutritious food. This shows the outlook and
attitude of the government. “There should be a high-level probe into the scam, stringent action
on the guilty and accountability should also be fixed,” Nath said.

Reacting, BJP spokesman Hitesh Bajpai said that every observation of the Accountant General
office cannot be considered a scam unless proved so. “The AG office points out discrepancies
that are reflected in audit sheets. This cannot be called a financial scam. The allegations of the
Congress are political in nature and totally unsubstantiated,” Bajpai told THE
WEEK. https://www.theweek.in/news/india/2022/09/05/madhya-pradesh-audit-report-
claims-massive-corruption-in-nutrition-scheme-kamal-nath-seeks-probe.html
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4. Massive Food Scam In MP; Women And Children
Suffered (timesnownews.com) 06 Sep 2022

The Madhya Pradesh government's nutrition program for children has been plagued by eye-
popping levels of corruption, running the danger of leaving them undernourished and costing
taxpayers crores of rupees in lost revenue. Examples include ration transport vehicles that were
discovered to be motorbikes and extreme exaggeration of the number of recipients.A
confidential 36-page study obtained exclusively from the Madhya Pradesh Accountant General
revealed large-scale fraud, inconsistencies in the identification of recipients, manufacturing,
distribution, and quality control of the ambitious free meal plan for schools. Some of the
report's more severe results were based on an analysis of around 24 percent of recipients of the
Take Home Ration plan for 2021, a program entrusted with delivering much-needed nutrition
to 49.58 lakh enrolled.

Video Link: https://www.timesnownews.com/videos/mirror-now/politics/breaking-
news-massive-food-scam-in-mp-women-and-children-suffered-latest-news-video-
94023120

5. MP 3 & 819 T, [T HISTeT AToTelT A BT FTTAT A a1eT 110 F
US FT A CAG Rté & g, a1se-
R F Ta™ATcH (bhaskar.com) 06 Sep 2022
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g1 https://www.bhaskar.com/local/mp/news/revealed-in-the-cag-report-the-truck-told-
the-bike-and-the-car-government-bid-report-is-not-the-final-truth-130278626.htmi

6. ni%msﬁa:qﬂwa;amwmmarﬁganmwommmm
weren, 3ifse RAE # g3m garar (bhaskarhindi.com) 05 Sep 2022
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T Aol A3 AR 11 & 14 a¥ & 317G g7 & Thol F a7 AT HMRAT i diwor 3mER
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RAE I grar Far o1 |1 § & A 901 arell 6 BAf F gRagsT & 717 a5, SR, 3ifer 3T
EHT P AT Fl Toh TdT IS 6.94 FUS FT 1125.64 Hifew TF AT & IRAgT gl T
T Bl 3ifse RAE A 3cureet 3R AaRer # gierer g sarm S @7 Bl



https://www.bhaskar.com/local/mp/news/revealed-in-the-cag-report-the-truck-told-the-bike-and-the-car-government-bid-report-is-not-the-final-truth-130278626.html
https://www.bhaskar.com/local/mp/news/revealed-in-the-cag-report-the-truck-told-the-bike-and-the-car-government-bid-report-is-not-the-final-truth-130278626.html
http://bhaskarhindi.com/
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RAIE 3 aarr @ § A9 i aquraar s 7 o 997 ARERT THA WS SF A A F
GISUT Hed &l 3Tehelsd a8 & [T duel 1 o9 & A §39, RS 3R HETas F1 )
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g1 https://www.bhaskarhindi.com/politics/news/crores-of-ration-scam-in-madhya-
pradesh-in-the-name-of-nutrition-of-women-revealed-in-audit-report-404300

7. ALY Y H eF @1H AT W AGEIFR o 3310 Hard, 110 S
FYA T MAATA (Naidunia.com) 05 Sep 2022

UG H Tho! BISA alell [oheily afoiehr, Mefach 3R 4 A3 & Qo e aTer T & sl
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8. MP Scam: Shivraj singh chouhan f THER & MP & IHA
AT Bihar ST Chara Ghotala (abplive.com) 05 Sep 2022

Bihar %7 Fodder Scam #H&l TRT HleTol @l 39l Ale & g3 glm forwd fagr & qa
HEIAA Lalu Prasad Yadav &7 Siel T gaT @hell U1, 37q TAT €1 Teh ©ierell BJP #T Shivraj
Singh Chauhan &R & &R\ Madhya Pradesh & $f @At 3mam § f9@# arT "ierer @i
TRE & "ierer Far ™1 & CAG & 39 e & 399K fhar § 3R 38 s 0l &
A Bl T a1 Fgr o1 W & What is MP Scam? 38 ThH & »d 37 fear = 3k
U A THA gz F IT? o @ FaTel & Sfae Uncut W & @ € H{RieR @

Video Link: https://www.abplive.com/uncut/bin-manga-gyan-bihar-like-fodder-scam-
happened-in-mp-t00-2208649

9. MP: 10 ar@ a=d $ARq, 6T sft CM & @ & @ FAST 1 ¢
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10. dTg 3R ARAT ¥ AT F1 g g, A IAI FAT g€ FAfADiar
A& F @ grara (gnttv.com) 06 Sep 2022
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ary € St @ g o gar "o fh Fo A shel @ @Y 7@ o3 €, sHd 3Neawar 3R weler
TS B §. 38+ HRUT F3 el @ 75 A1 N 3¢ f 37 O & v seaare ¢ foar
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are-bad-shape-know-why-situation-happened-silicon-city-443949-2022-09-06

11. Cry Me a River: Why Bengaluru suffers from flooding
repeatedly (firstpost.com) September 05, 2022

Rafts are out in Bengaluru as parts of India’s tech capital are waterlogged on Monday due to
heavy overnight rainfall. Twitter was flooded with images of vehicles submerged in water and
commuters trying to wade through it.

In the Spice Garden area of Marathahalli, two-wheelers were seen floating. The road from
Spice Garden to Whitefield has been blocked due to severe waterlogging.
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The police said that traffic has been heavily impacted on the following roads of Mahadevapura
due to flooding in adjoining areas: Whitefield Main road, OAR, Balagere Main road, ORR
Bellandur near Ecospace, Sarjapur Road near Rainbow Drive, Yemalur Main road and
Borewell road.

The heavy rain also led to the traffic police advising residents not to venture out of their homes,
except for an emergency. The police also asked parents to avoid sending their children to
school.

Reports have said that around 30 apartment complexes are still inundated with water and the
basements have over one feet of inundated rainwater.

According the India Meteorological Department, Bengaluru city saw 131 mm of rain overnight
and has predicted even more rainfall for the city, with a yellow warning for the next two days
until 7 September.

Visuals on social media also showed a man being rescued by local security guards after he was
stuck on a waterlogged road near the Marathahalli-Silk Board junction road.

The heavy rain has also disrupted flight services at Bengaluru’s Kempegowda International
Airport, reported The Hindu.

Six aircraft, including two international flights, were diverted to Chennai airport.

Nine flights, including six international ones, were delayed due to the rains. Passengers also
had to walk through water stagnated in the vehicle parking areas outside the terminal.

Visuals showed that the areas outside the airport have been inundated.

As Bengaluru continues to grapple with the heavy rain, we examine what exactly is causing
floods in the city.

Heavy rainfall
Garden city Bengaluru has been breaking record after record when it comes to weather
milestones. The amount of rain the city has received in August is the highest in four years.

The IMD said that in August this year, Bengaluru received 370 mm of rainfall, falling only a
little short of the all-time record of 387.1 mm of rainfall, which occurred in August 1998.

According to weather department, the annual rainfall in Bengaluru recorded in 2021 was 1,500
mm, in 2020 it was 1,200 mm and in 2019 it was above 900 mm.

Lack of infrastructure

The heavy rainfall caused massive waterlogging on Bengaluru’s Outer Ring Road (ORR),
which connects the city to its tech parks. One of the key reasons for this is the lack of
infrastructure. The development in the area has far outstripped its infrastructure.

Nagesh Aras, an activist told News Minute that in 2005, as many as 110 villages were merged
into Bruhat Bengaluru Mahanagara Palike (BBMP) but the city corporation hasn’t bothered to
link the villages with the city’s sewage system. “This is why the stormwater drains fail and the



raw sewage mixed with rainwater spills out onto the Outer Ring Road,” he was quoted as
saying.

Moreover, there are no culverts along the stretch. The road acts like a dam to the flowing water
and with the lack of culverts, the rainwater and sewage water have no other way to flow but to
be accumulated, leading to waterlogging.

Rainbow Drive Layout located in Sarjapur also sees frequent waterlogging owing to bad
planning. Ram Prasad, the co-founder of Friends of Lakes, a citizens’ collective, was quoted
as telling Indian Express that over a period of time, the buildings which were constructed close
to the layout raised their height, thereby making the area a “soup bowl”.

Poor drainage system
Another reason for the flooding in Bengaluru can be attributed to the poor drainage system.

According to a report, the city’s drainage system is ill-equipped to deal with episodes of sudden
and heavy rainfall. Drains are often clogged with garbage, restricting the flow of sewage, and
are too narrow to shoulder the burden of the ever-increasing population.

Several drains are being covered with stone slabs and converted into footpaths. While this
provides much-needed space for pedestrians, it also means that these drains are not opened and
desilted regularly.

A report from the Comptroller and Auditor General (CAG) said that VVrushabhavati which had
226 km of drains in the early 1990s, had little over 110 km of drains by 2017. The story of
Koramangala valley was similar as well, the drains here too were reduced by half.

Another issue with the drains is the maintenance of them. The CAG report revealed that since
2019-20, BBMP has been giving annual maintenance contracts for drain maintenance, but this
covers only 45 per cent of the total drains in the city, which is 377 km out of 842 km. The
situation is worse in peripheral areas of Bengaluru, where contracts are given for cleaning less
than 50 per cent of the drain length. https://www.firstpost.com/explainers/cry-me-a-river-
why-bengaluru-suffers-from-flooding-repeatedly-11187091.html

12.  Change in stormwater mgmt need of the hour, say

experts (hindustantimes.com) Sep 06, 2022

With continuous rains causing flooding in low-lying regions of Bengaluru, the urban experts
have called for a change in the way the storm water in the city is handled. Flooding has left a
trail of destruction and suffering for people living in low-lying regions of the city and other
places where drains and lakes have overflowed into homes and basements.

The rains have again exposed chinks in Bengaluru’s poor quality of infrastructure and planning,
with Karnataka chief minister Basavaraj Bommai admitting that there was a lack of town
planning and unscientific methods were used for creating new residential layouts.

Bommai said on Monday that he has instructed the officials to see to it that water is drained
out from the inundated roads at the earliest, as reported by PTI.

“There have been heavy rains in Bengaluru, I have spoken to the commissioner (BBMP) and
other officials. | have asked officials to depute two state disaster response fund (SDRF) teams
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to Mahdevapura and Bommanahalli zones in the city that have been worst affected, with boats
and other equipment..also engineers are there,” Bommai was quoted as saying by PTL

“There is a plan on how to create a temporary drain and how to go about it (drain out water), it
will be operationalised...”he added.

Meanwhile, urban planner V Ravichandar said unless a change in storm water drainage is
brought about, the situation in the city is going to be difficult. “Our growth is unplanned and
rampant. We have occupied several low-lying areas in the city and these areas don’t have a
storm water drain. A re-look at the drainage system is much needed now,” he said.

Ashwin Mahesh, an urban planning expert, said that a fundamental change is needed in the
idea of transporting rainwater through stormwater drains. According to him, the design of the
city storm water drains is wrong. “Water moves faster in a cylindrical space than rectangular
space. It is scientifically proven. Except for the TenderSure roads in Bengaluru, we have
rectangular drainages. Apart from transporting we should use socking pits to absorb water
locally,” he said.

On September 15, 2020, the Comptroller & Auditor General (CAG) had pulled up the agencies
for inefficiency in identifying and managing storm water drains (SWDs) in the city. A
performance audit report tabled in the legislative assembly on Wednesday mentioned a lack of
financial discipline, shoddy mapping of SWDs and tertiary drains, lack of documents related
to various works taken up, and failure to clear lake and SWD encroachments.

“There were discrepancies between the figures exhibited in the budget estimates and actual
expenditure recorded in the cash book. This indicated the lack of reconciliation mechanism and
correct reporting of expenditure, and exposes the financial indiscipline reigning in BBMP,” the
report said.

It also added that out of the 1,988 encroachments identified by BBMP, 1,225 were declared to
be removed. However, evictions were incomplete and did not improve the condition of drains.

“Bengaluru’s storm water drain network is over 850km. While it’s supposed to channel storm
water during the rains and be empty the rest of the year, the reality is different, with the drains
filled with sewage and garbage,” said Naresh Narasimhan, architect, and urban activist.

Meanwhile, following Bommai’s directions, the Bruhat Bengaluru Mahanagara Palike
(BBMP) started clearing properties, which have encroached storm-water drains in the city. On
Saturday, constructions were razed in Dodda Bommasandra as well as Varthur.

“Encroachments have to be removed immediately as they have reduced the width of our
rajakaluves. We are also doing some lining and cleaning work due to which rainwater flows
quickly now. In zones like Mahadevapura and Bommanahalli, previous authorities had given
licences to build, but now the drains at those places are affected. Hence, we are concentrating
more on clearing encroachments in Dasarahalli, Rajarajeshwarinagar, Yeshwanthpur, KR
Puram, and Mahadevapura,” said BBMP chief civic commissioner Tushar Giri
Nath. https://www.hindustantimes.com/cities/bengaluru-news/change-in-stormwater-
mgmt-need-of-the-hour-say-experts-101662403108396.html


https://www.hindustantimes.com/cities/bengaluru-news/change-in-stormwater-mgmt-need-of-the-hour-say-experts-101662403108396.html
https://www.hindustantimes.com/cities/bengaluru-news/change-in-stormwater-mgmt-need-of-the-hour-say-experts-101662403108396.html

SELECTED NEWS ITEMS/ARTICLES FOR READING

13. India’'s external debt rises 8.2% to $620.7 bn till Mar 2022: FinMin
report (business-standard.com) September 5, 2022

India’s external debt rose by 8.2 per cent year-on-year to USD 620.7 billion as of March 2022,
which according to the finance ministry is sustainable.

While 53.2 per cent of it was denominated in the US dollar, Indian rupee-denominated debt,
estimated at 31.2 per cent, was the second largest, as per the status report on India's external
debt released by the ministry.

"India’'s external debt continues to be sustainable and prudently managed. As of end-March
2022, it stood at USD 620.7 billion, growing by 8.2 per cent over the level a year ago. External
debt as a ratio to GDP was 19.9 per cent, while reserves to external debt ratio were 97.8 per
cent," it said.

Foreign currency reserves as a ratio to external debt stood slightly lower at 97.8 per cent as of
end-March 2022 than 100.6 per cent a year ago.

The report said the long-term debt estimated at USD 499.1 billion constituted the largest chunk
of 80.4 per cent, while the short-term debt at USD 121.7 billion accounted for 19.6 per cent
of the total.

The short-term trade credit was predominantly in the form of trade credit (96 per cent)
financing imports.

The sovereign debt at USD 130.7 billion rose higher by 17.1 per cent over its level a year ago,
mainly because of the additional allocation of Special Drawing Rights (SDR) by the
International Monetary Fund (IMF) during 2021-22.

The non-sovereign debt, on the other hand, grew 6.1 per cent to USD 490.0 billion over the
level as of end-March 2021, it said, adding commercial borrowings, NRI deposits and short-
term trade credit are the three biggest constituents of the non-sovereign debt, accounting for as
much as 95.2 per cent.

While NRI deposits declined by 2 per cent to USD 139.0 billion, commercial borrowings at
USD 209.71 billion and short-term trade credit at USD 117.4 billion rose by 5.7 per cent and
20.5 per cent, respectively, it said.

Observing that the debt vulnerability indicators continued to be benign, the report said the debt
service ratio fell significantly to 5.2 per cent during 2021-22 from 8.2 per cent in the previous
year, reflecting buoyant current receipts and moderating external debt service payments.

The debt service payment obligations arising out of the stock of external debt as of end-March
2022 are projected to trend downwards over the coming years, it said, adding that from a cross-
country perspective, India’'s external debt is modest.


http://business-standard.com/

In terms of various debt vulnerability indicators, India's sustainability was better than the Low-
and Middle-Income Countries (LMICs) as a group and vis-a-vis many of them individually, it
said. https://www.business-standard.com/article/economy-policy/india-s-external-
debt-rises-8-2-t0-620-7-bn-till-mar-2022-finmin-report-122090501185_1.html

14.  FCDI’s wheat stocks plunge to 14-year
low (financialexpress.com) September 6, 2022

Wheat stocks in the central pool held by the Food Corporation of India (FCI) and state agencies
dipped to 25 million tonne (mt) at the beginning of this month, the lowest level since 2008.

According to estimates, by October 1, the wheat stock is expected to be around 22. 9 mt against
the buffer norm of 20.5 mt. However, rice stocks as on September 1, 2022, with the FCI were
a comfortable 24.65 mt. Rice stock could fall to 20 mt by October 1, still nearly double the
buffer requirement of 10.2 mt. Current stocks exclude more than 12 mt of rice yet to be received
from millers.

While the government is yet to take a decision on extending Pradhan Mantri Garib Kalyan
Anna Yojana (PMGKAY) beyond September 30, the cumulative foodgrain stocks at the
beginning of this month was 49.65 mt against buffer stock norm of 30.7 mt for October 1.

Official sources told FE that the government is closely watching the grain stock position and
condition of kharif sown paddy crops before taking a call in extending the free ration scheme.

In July, FE had reported that rice stocks in the central pool are likely to plunge below the buffer
norm by 2.2 mt or 16%, if PMGKAY is extended to the whole of the second half of the current
financial year.

Launched in April 2020 as part of the Covid-19 relief measures, 5 kg of grains are distributed
free under PMGKAY to more than 800 million beneficiaries every month free of cost.
Additionally, these people also get an equal quantity of highly subsidised foodgrains under the
National Food Security Act (NFSA).

Meanwhile, the food ministry has allowed states to lift foodgrains for distribution under
PMGKAY for this month till September 30 against earlier directive of grain lifting to be
completed by August 31.

A food ministry official told FE that depletion in wheat stock attributed to a more than 56%
drop in procurement in the current rabi season to only 18.8 mt against 43 mt purchased by FCI
and agencies in the 2021-22 season (April-June) because of lower production and the free
ration scheme being implemented since May 2020.

Wheat output in the 2021-22 crop year (July-June), as per the agriculture ministry, has declined
by around 3% on year to 106.8 MT because of heat waves during the flowering stage of the
crop in March.

Last week, the government had set a marginally higher target of 51.8 mt of kharif rice
procurement for 2022-23 season (October-September) by the FCI and state agencies against
the actual procurement in previous year despite the possibility of drop in output because of
lower paddy-sowing. Kharif rice procurement was 50.9 mt in 2021-22 season.
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Overall paddy sowing area across the country was reported at 38.3 million hectare (mh) which
was 5.6% less than year ago because deficiency in the monsoon rainfall in Uttar Pradesh, Bihar,
Jharkhand and West Bengal.

The government has purchased more than 59 mt of rice in the 2021-22 season (October-
September) so far and overall procurement in the season is likely to be 60 mt. In the previous
year, rice procurement was a record 60 mt.

The government had revised the norms for PMGKAY in May by allocating around 11 mt of
rice while reducing wheat allocation by the same quantity.

The economic cost of foodgrain procurement by the FCI, which includes expenses such as
minimum support price payment to farmers, procurement, acquisition and distribution costs,
etc, for rice and wheat are estimated at 3,670 and2,588 per quintal, respectively, for 2022-23.

The government distributes rice and wheat to beneficiaries under NFSA at Rs 3 and 2 per kg,
respectively. https://www.financialexpress.com/economy/fcis-wheat-stocks-plunge-to-
14-year-low/2656474/

15. Time for an 'Accurate and Down-to-Earth Assessment' of Vikrant,
Say Veterans (thewire.in) 06 Sep 2022

Retired Commodore Jaideep Maolankar was the first ever to have successfully landed a locally
designed Light Combat Aircraft (Navy) or LCA(N) prototype on the flight deck of INS
Vikramaditya, the Indian Navy (IN)’s sole operational aircraft carrier, in January 2020. He is
also one of the few military experts to offer a relatively objective and levelheaded assessment
of the projected capabilities of the newly commissioned INS Vikrant.

“It’s all a matter of perspective,” Commodore Maolankar declared on the Mojo Story digital
news channel soon after Vikrant’s September 2 commissioning at Kochi, injecting a refreshing
‘laconic reality check’ into the breathless hysteria in official, military and media circles that
greeted the carrier’s induction into service.

However few, if any, of these aforementioned worthies even remotely mentioned that Vikrant
would not be operationally deployable till end-2023, and that too with a combat air arm
comprising deficient Russian MiG-29K/KUB fighters. Furthermore, these combat aircraft
would soon be supplemented, and eventually replaced by an imported French or US-origin
fighter, acquired as an ‘interim measure’, for an estimated $6-8 billion. Thereafter, the latter
too will then be astonishingly switched by yet another platform — the under-development
LCA(N) also known as the twin-engine LCA(N) deck-based fighter (TEDBF) — that is not
likely to be ready before 2030-32, if not later.

“For everybody who does not fly, these ships (like Vikrant) are projected as massive, the
biggest, the largest and the something-est,” Maolankar matter-of-factly stated. Even their
names are grandiose, three-syllable names, said the veteran aviator and top former naval test
pilot. Carriers, he said, bring conventional fighters to the fight for combat, power projection or
humanitarian tasks — and from that perspective, Vikrant was a ‘modest carrier’.
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“Such an accurate and down-to-earth assessment was at variance with the frenzied reaction to
Vikrant’s commissioning by a cross-section of serving and veteran naval officers, other
military and defence officials, analysts and electronic and print media reporters,” said a senior
security officer. Commodore Maolankar’s credentials as one of the Navy’s veteran aviators
make his sobering assessments all the more credible and mature, he added, declining to be
named.

Earlier, Commodore Maolankar had been equally forthright about the ongoing LCA(N)
programme, at a juncture when the Ministry of Defence (MoD) and the country’s entire
military-industrial complex were crowing about its under-powered prototypes, with myriad
other shortcomings. “With limited human and financial resources allocated to it, developing
the LCA(N) is a mountainous task,” Maolankar had candidly declared at the annual Naval
Aviation Seminar in Delhi in May 2015. He further stated that the LCA(N) was merely an
adjunct to the Indian Air Force (IAF)’s LCA Tejas programme, and also that there was little or
no synergy between the many fighter designers tasked with its development.

“Such platforms cannot be advanced in isolation,” he had added, attracting unfair and uncalled-
for public castigation from senior Navy officers at the seminar for iterating a reality, which
many who were present and in the know, timidly declined to voice.

But soon after, the commodore was vindicated by no less than the former IN Chief of Staff
Admiral Sunil Lanba, when he announced in December 2016 that in its present form, the
LCA(N) was ‘overweight’ and did not meet the operational capability required of a fighter by
the Navy. At the time the navy chief had declared that the single-engine LCA(N) — powered
by the General Electric F404-GE-IN20 turbofan engine — did not fulfil the IN’s ‘thrust-to-
weight’ requirement for taking off with an adequate fuel and weapons load from an aircraft
carrier’s deck.

Consequently, in January 2017 the Navy issued a global request for information with the intent
of importing 57 multi-role carrier-borne fighters (MRCBF) — recently reduced to 26 —as a ‘stop
gap’ tactic till the TEDBF was ready. Both the MRCBF procurement and the TEBDF remain
works in progress.

Nevertheless, Maolankar reiterated on Mojo Story last week that the necessity of locally
developing naval fighters as import substitutes was simply not an option for multiple reasons
— of which vendor hesitancy in weapons and technology transfer to India topped the list.

Meanwhile, a comparison between Vikrant and the second-hand 44,750-tonne Vikramaditya
(brave as the sun) is instructive. The latter’s commissioning too was beset by delays, cost
overruns and numerous obstacles.

Originally built as a Kiev-class Aviation Cruiser by Nikolayev South (how Black Sea Shipyard,
Ukraine) Vikramaditya took nine years to refurbish in Russia, eventually arriving at INS
Kadamba or naval base Karwar, on India’s south-west coast in early 2014. The refurbishment
and upgrade of the 22-deck carrier at the FSUE Sevmash shipyard in Severodvinsk, northern
Russia cost $2.3 billion, a nearly three-fold increase from the $974 million agreed upon earlier
as the cost of its refit.

This fire-gutted carrier was originally commissioned as Baku in Ukraine in 1987, before
becoming Admiral Gorshkov with the Russian Navy four years later, before it was



decommissioned in 1996. Its retrofit under the IN’s Project 11430 began in 2005 and included
fabricating 234 hull sections and replacing and adding 2,500 tons of new steel as well as
converting the warship from a vertical take-off and landing (VTOL) configuration to a short
take-off but arrested recovery (STOBAR) layout with a ski jump. Vikrant too has a similar
flight deck configuration.

A comparison with China’s progress

Aircraft carrier operations represent the apex of flexible naval power projection, and nuclear
rivals China and India have placed these platforms at the centre of their maritime force
development plans in their respective strategies of ‘dominating’ the strategic Indian Ocean
Region. By comparison, China is relatively new to carrier operations, having had to start from
scratch in the mid-1980s with neither naval aircraft, vessel, training pipeline, or operational
experience to build upon.

Starting in 1985, China began by acquiring four retired carriers to analyse and study in its quest
to launch such platforms for the Peoples Liberation Army Navy (PLAN): the British-built
HMAS Melbourne from Australia and three ex-Soviet carriers — Minsk, Kiev and Varyag. The
last named underwent an extensive refit, to emerge as the Liaoning, the PLAN’s first
operational carrier with 40 embarked fighters and helicopters and one which, in turn, served as
a basis for China’s subsequent design iterations for similar platforms. Presently, other than
Varyag, the PLAN operates the follow-on Shandong and Fujian, which is being kitted out.
Naval analysts anticipate China operating a total of five or six such carriers by 2030, each one
an improvement on the previous platforms.

India, by contrast, began operating carriers in 1961, with INS Vikrant (ex-HMS Hercules), a
16,000-tonne Majestic-class carrier followed by INS Virat (ex-HMS Hermes), a 23,900-tonne
Centaur-class platform with VTOL Sea Harrier’s that was retired in early 2017.

IN officials maintain that the force’s ‘institutional’ maturity, experience, and knowledge
provide it with a decisive operational edge over rival navies, including China’s. The IN is also
one of the world’s few navies to have operated CATOBAR [Catapult Assisted Take-Off But
Arrested Recovery], VTOL and STOBAR platforms, which not only gives it higher aviation
skills, but also advanced carrier tactics, techniques and procedures.

Other officers, however, cautioned against such assertiveness, arguing that past performance
was no guarantee of future success. They advised that it would be a grave error to underestimate
the PLAN’s ability to telescope the basics of carrier aviation within a shorter timescale, and
counselled the IN to adopt a more pragmatic and rationale approach to capability
building. https://thewire.in/security/time-for-an-accurate-and-down-to-earth-
assessment-of-vikrant-say-veterans

16.  The Commissioning of INS Vikrant calls for the bigger and better
budget for Indian Navy (financialexpress.com) Sep 5, 2022

With the commission of INS Vikrant, India now has two aircraft carriers which will play vital
role in projecting India’s marine power and maintaining the security architecture in the region.
Addressing the gathering, the Prime Minister said, “here on the coast of Kerala, every Indian
is witnessing the sunrise of a new future.”
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“Vikrant is distinguished, Vikrant is special. Vikrant is not just a warship and stands testimony
to Indian skills and talent,” PM Modi said while commissioning it at the Cochin Shipyard. “No
matter how difficult the goal is, no matter how big the challenges are, when Bharat decides, no
goal is impossible to achieve,” he added.

The Vikrant is among the world’s biggest naval vessels at a length of 262 metres (860 feet).
Speaking on the occasion, Chief of the Naval Staff Admiral R Hari Kumar voiced the Navy’s
resolve for India@100 to become completely self-reliant until 2047, comprising of ‘Made in
India’ ships, submarines, aircraft, unmanned vessels and systems and remain a ‘Combat Ready,
Credible, Cohesive and Future-Proof Force’.

The commissioning of the INS Vikrant is indeed the moment of such historical significance
which also calls for the greater scale of the modernization for the Indian Navy. Here budget
matters.

The success of INS Vikrant and Rationalizing of Navy Budget

What needs to be highlighted is the recognition that Indian Navy has achieved such a feat
despite the lowest share in the defence budget. PM Modi in his speech on the day of the
commission of INS Vikrant, succinctly put it across. He called for greater budget for the Indian
Navy and clearly outlined the need to increase the navy budget, what is in real terms must be
translated into the sizeable proportions for its varied modernisation drive.

In FY2023, the budget for the Indian Navy has been increased upto Rs 47,590.99 crore as a
capital outlay in comparison to Rs 33,253.55 crore in previous year’s budget. This is indeed a
step in the direction of rationalising of 43.11 percent against the allotted capital outlay for the
Indian Navy in FY2022. But that is half the story as Indian Navy is already pressed for the
critical modernisation under the crumbling budget. As the Former the Chief of the Indian Navy,
Admiral Karambir Singh, raised the red flag on the dwindling Navy budget. The budget, which
was increased by 18 percent in 2012, has been raised by a paltry 13 percent in FY2020.
Certainly, the numbers depict the already lower base of overall allocation of the naval budget.

Built at an estimated cost of Rs 20,000 crore, Vikrant has state-of-the-art features and can
operate air wing consisting of 30 aircrafts, including MiG-29K fighter jets besides the
domestically manufactured Advanced Light Helicopters (ALH).

The saga of aircraft carrier is similar to building a new city from scratch but far more complex.
The success of INS Vikrant lies in the developing the crucial design and super structures
indigenously and it does raise the capability at par with the most advanced aircraft carriers in
the world.

Take a case of the HMS Prince of Wales which was developed at a cost of £3 billion. Despite
the technological prowess of UK and the much higher cost of the built, she suffered a jolt, and
was ground to halt in less than hours after setting off to undertake training exercises with the
US Navy and Marine Corps and the Royal Canadian Navy.

The critics do point out the cost overrun in the making of Vikrant but that is simply the case of
aircraft carriers built or under planned anywhere in the world. The reason is entirely different
from land or air-based asset. This adds to the sheer challenge and complexity in building an
aircraft carrier.



As it is also the case for the HMS Queen Elizabeth and HMS Prince of Wales was slated to be
£3.9 billion, but as of the 2019 financial year, the programme cost had been scaled up by 95%
to £7.6 billion, according to the UK’s Ministry of Defence.

The reason for such cost overrun cannot be fixed in its entirety as Professor Trevor Taylor,
professorial research fellow in defence management at the Royal United Services Institute
(RUSI) for Defence and Security Studies explains: “A constant challenge for complex warship
construction is that, unlike army vehicles and combat aircraft, ship designers cannot build a
prototype for testing and modification. They have to rely on their knowledge, past experience
and computer modelling.”

The scale of the economy matters hugely in building such warship as it entails an entire
spectrum of industrial capacity and capabilities. It is massive in case of INS Vikrant with over
76% of the components and machinery aboard 1AC-1, is domestically produced. This consists
of 23,000 tonnes of military grade steel, 2,500 km of electric lines, 150 km of pipes, 2,000
valves, rigid hull boats, galley equipment, air conditioning, and refrigeration units, and steering
gear, among many other finished goods. In terms of employment opportunities, over 50 Indian
firms were actively involved in the project and more than 2,000 personnel were employed
directly on-board IAC-1, while 40,000 more people were employed indirectly.

Combat worthy

It might take another few months for INS Vikrant to be combat ready. By definition, the Carrier
must have the galaxy of combat jets which could carry out sorties and the warship must be
equipped with surface to air missiles. The navy’s Vice Chief of Staff Vice Admiral SN
Ghormade clarified recently that the navy will begin MiG-29K fighter landing trials on Vikrant
in November and this would be completed by mid-2023. Also, the deck integration trials of
fixed wing aircraft and exploitation of its Aviation Facility Complex (AFC), which is the core
of combat capability would commence post launch of INS Vikrant. While it was supplied by
Russia’s Nevskoe Design Bureau (NDB), the upgrade is assimilated with state-of-the-art
system integration as compared to INS Vikramaditya (ex-Admiral Gorshkov), the navy’s other
44,750-tonne refurbished Kiev-class carrier.

So, the immediate gaps would be to choose right aircraft which could justify the combat
capability of such a giant warship. Beyond the MiG- 29K, the Indian Navy has already initiated
the process to acquire either the Rafale (M) or the F-18 ‘Super Hornet’ as an ‘interim measure’,
till the indigenous twin-engine deck-based fighter (TEDBF), the naval version of the Tejas
Light Combat Aircraft gets into the shape.

The budgetary issue again comes up for TEDBF program as government intends to focus on
the interim measures. The stopgap arrangement must not be in the way for that the government
must refocus on the development cost with speed and scale.

Meanwhile, INS Vikrant will have greater air power in its rotary wing for Kamov-31, MH-60R
multi-role helicopters, in addition to indigenously manufactured Advanced Light Helicopters
(ALH). Using a novel aircraft-operation mode known as Short Take Off But Arrested Recovery
(STOBAR), INS Vikrant is equipped with a ski-jump for launching aircraft, and a set of
‘arrester wires’ for their recovery onboard.



Specification: Length: 262.5 m - Width: 62.5 m - Displacement: 42,800 tons - Speed: 28 knots
- Power: 24 MW Equipment: * RAN-40L 3D Air surveillance Radar *MF-STAR (Naval Radar
system) *TACAN (tactical air navigation system) *Rezistor-E Aviation Complex *Shakti EW
suite (an electronic layer of defence against anti-ship missiles) *Diver Detection System *ELK-
7036 VUHF COMINT Facts: *Over 2,500 km of cabling *Cruising range of 7,500 nautical
mile. It produces electricity that is sufficient to power 5000 households. The INS Vikrant
carries General Electric LM-2500 gas turbines that collectively generate 80 MW of power
(120,000 hp), which would be adequate to push the carrier up to speeds of about 28 kt or 52
km/hour. https://www.financialexpress.com/defence/the-commissioning-of-ins-vikrant-
calls-for-the-bigger-and-better-budget-for-indian-navy/2655963/

17. Govt drops plan to directly sponsor roads sector
InvITs (livemint.com) Sep 6, 2022

The road transport and highways ministry has dropped a plan to bring public money into
infrastructure development through government-sponsored road and highway sector InvITs,
two officials aware of the development said.

The plan now is to bring retail investment through non-government and private sector InvITs,
for which the market regulator’s approval is awaited, one of the two government officials said.

The government had earlier considered a plan to launch multiple road and highway InvITs in
the public sector to raise money from small investors, with assured returns backed by sovereign
guarantees.

However, the long gestation period of highway projects and their fluctuating revenue streams
have prompted a rethink: rather than giving assured returns on these financial instruments, the
Centre will leave it to the market to determine returns, the officials said.

“Government will not directly sponsor any more public InvITs. The NHAI InvIT, which was
launched last year, is now an independent trust and not a public sector undertaking. So, even
they can convert the private nature of their InvITs into public once Securities and Exchange
Board of India (Sebi) clearance is available for road and highways sector investment trusts to
go public and tap funds from retail investors,” one of the two officials said on condition of
anonymity as he is not authorized to speak to reporters.

A query sent to the ministry remained unanswered.

The change in plans means MoRTH will no longer sponsor new public InvITs. However, all
private InvITs could tap funds from retail investors. Leading InvITs registered under Sebi
include Brookfield-sponsored India Infrastructure Trust, MEP Infrastructure Investment Trust,
IRB InvIT Fund, Tower Infrastructure Trust, and IndInfravit, sponsored by L&T Infrastructure
Development Projects.

Infrastructure trusts, or InvITs, are collective investment vehicles which enable direct
investments from individual and institutional investors in infrastructure projects, which earn
them a small portion of the income in returns.

InvITs allow developers to monetize their assets by pooling multiple infrastructure assets under
a single entity (trust structure).
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Such infrastructure trusts are popular among investors, especially in the case of long-term
revenue-generating assets such as toll roads.

In an attempt to bring public money into infrastructure development, the minister of road
transport and highways, Nitin Gadkari, had earlier indicated plans to launch around 10 road
and highway InvITs to raise money from small investors—with returns backed by sovereign
guarantees —and make small investors part of India’s highway development programme.

Public InvITs have so far eluded the road sector, and the new initiative is expected to deepen
the asset monetization market in the highway sector. So far, all road sector InvITs have been
private trusts.

Roads form a significant portion of the national monetization pipeline, with national highway
and road assets worth 1.6 trillion identified to be monetized by 2024-25, out of the target of
%6 trillion.

This makes the exercise of exploring assets for monetization all the more important for the
MoRTH.

The National Highway Authority of India has a project bank of 20,000 km of completed roads.
NHALI is offering these roads in bundles and will be offering projects worth 340,000 crore in
the next two financial years. https://www.livemint.com/industry/infrastructure/govt-drops-
plan-to-directly-sponsor-roads-sector-invits-11662395005911.html

18. Bad to Worse? (thestatesman.com) GOVIND BHATTACHARIJEE |
September 6, 2022

Privatisation of the public sector is a priority area of the government, but little progress has
been achieved in this, save for the sale of Air India to the Tatas. Meagre proceeds from
disinvestment for several years now have been a major reason for fiscal deficit targets going
haywire. Though the government’s intention of privatising two Public Sector Banks (PSBs)
announced in the FY22 budget did not materialise, the prevalent thinking is to ultimately
privatise all PSBs including the monolith State Bank of India. A paper ~ “Privatisation of
Public Sector Banks: An Alternate Perspective” ~ published in the RBI Bulletin in August
2022, however, advocated a gradual approach instead of a big bang approach for all-out
privatisation of PSBs, in line with recent research which suggests that “private ownership alone
does not automatically generate economic gains in developing economies” and that “a more
cautious and nuanced evaluation of privatization is required”.

Noting that profit maximisation is not the only objective of PSBs which carry social obligations
also and that without their support, financial inclusion which was a priority area of government
would not have been possible, the paper argued that such a gradual approach would ensure that
a void is not created in financial inclusion and monetary transmission. The article offers a
counterpoint to the case made out by Poonam Gupta and Arvind Panagariya that the “PSBs
have underserved the economy and their stakeholders”. It noted that when profit maximisation
is the sole motive, private sector banks (PVBs) may be more efficient, but “when the objective
function is changed to include financial inclusion ~ like total branches, agricultural advances
and PSL (priority sector lending) advances ~ PSBs prove to be more efficient than PVBs”.
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For financial inclusion, the Pradhan Mantri Jan Dhan Yojana was launched which envisages
universal access to banking facilities with at least one basic banking account for every
household. As many as 78 per cent of the 45 crore Jan Dhan Accounts opened till July 2022
were in PSBs, with more than 60 per cent of accounts opened in rural and semi-urban areas
where the PVBs have limited and reluctant presence. PSBs have always allocated a much larger
share of their total credit to PSL compared to the PVBs; they also raised higher resources than
the PVBs in recent years indicating the growing market confidence in them. During the Covid-
19 shock, they played a crucial role in monetary policy transmission by reducing lending rates
more than the PVBs at the cost of profitability and served the social purpose by supporting
countercyclical macroeconomic policies needed in those difficult times. They also have higher
labour cost efficiency than the PVBs, and generate higher levels of output with lower labour
cost.

The banking scenario in India has been undergoing substantial transformation in recent times.
For several years now, the government has been merging smaller banks with larger ones to
achieve higher economies of scale and better synergy to increase their domestic and global
competitiveness. In 2017 SBI was merged with its five associates and another bank, followed
by the merger of Vijaya Bank and Dena Bank with Bank of Baroda in 2018. This was followed
by a megamerger of ten PSBs into four large banks in 2019 when the government also infused
Rs 55,250 crore to help the newly merged and some other PSBs to advance more credit and to
meet the crucial BASEL Il1 regulatory norms. As the Economic Survey, 2019-20, observed,
Indian banks suffer from “dwarfism”, with only the SBI raking among the top 100 banks in the
world, whereas the fifth largest economy in the world would need at least six.

The USA has 18 banks among the top 100, China 12, and Japan, South Korea and the UK six
each. India’s banking sector is still disproportionately under-developed compared to the size
of its economy, which was a major reason behind the merger, because no economy can realise
its full potential unless it is supported by its banking sector. Our experience with forced merger
so far has been less than encouraging; in fact, the non-productive assets (NPA) often became
worse after merger, with write-offs and persistent slippages eating into both profit and capital.
Assets of the merged entities increased, but return on assets decreased due to their
underutilization in the post-merger period, and consequently the return on equity decreased
significantly. It is also unrealistic to expect that a strong bank would clean up the weak bank’s
problems, and the results of the latest mega-mergers are yet to show up in improved
performance and competitiveness of PSBs, though it has led to the consolidation of the sector.

One issue that dogged the PSBs more than the PVBs was the unresolved issue of NPAs and
cleaning up of their balance sheets. The NPAs have indeed been at the root of their trouble.
Their steady loss of profitability and yielding of ground to the PVBs resulted from NPAs, for
which the Government, the unholy nexus between politicians and industrialists and a culture
of crony capitalism were far more responsible than the PSBs themselves. Once politicians got
unfettered control over the PSBs, cronyism, corruption and interference became the order of
the day, when we especially needed a renewed focus on management, strengthening of
regulatory institutions and ensuring public scrutiny. After liberalisation, the PSBs were made
to compete with the private sector including foreign banks and chase quick profits which could
only come from corporate loans.

But the bank management still remained captive to the politician-bureaucratic nexus which
forced the banks to give loans to industries and individuals regardless of their viability. The
result was the NPA crisis and ballooning of defaulting loans. The deterioration in their asset



quality had its root in the credit boom of 2006-2011 when bank-lending grew at an average rate
of over 20 per cent, combined with lax credit appraisal and post-sanction monitoring standards,
project delays and cost overruns and absence of a strong bankruptcy regime until 2016. The
humongous defaults in loan repayments by an array of illustrious businessmen and
industrialists could not have taken place without the active participation, collusion and
connivance of the people who controlled the levers of the system. The entire economy has been
paying the price of such misdemeanour ever since and the subsequent economic slowdown
well before the pandemic can be attributed in a substantial measure to the inability of the PSBs
to clean up their balance sheets of the NPAs.

Investment has dried up for their lack of capital and the inevitable casualty was the economic
growth which had slumped below 5 per cent before the pandemic. Provisioning for NPAs and
writing them off had landed the PSBs in the red, and the Government had to use public funds
for their recapitalisation which was inadequate. When PSBs had to restrict their lending due to
the Prompt Corrective Action limitations imposed by the RBI, NonBanking Financial
Companies (NBFCs) became the major lenders. Their credit flow boosted both investment and
private consumption for some time until but the collapse of IL&FS in September 2018 which
sent shockwaves through the entire financial system ~ converting the twin balance sheet (Banks
and Infrastructure Companies) first into a triple balance sheet problem with the NBFCs, and
then into a quadruple balance sheet problem by including their major borrowers ~ the real estate
sector.

The resulting public anger has led to increased demands for the privatisation of the PSBs which
have also been facing stiff competition from the new generation PVBs which have established
an edge in the market in Fintech and are leveraging technology in a way that the PSBs cannot
match and consequently lost much of their market share to them. But PSBs have an inherent
advantage in having a much wider rural network than any PVB and must leverage this for the
“last mile” connectivity to include the rural sector into a modern banking network driven by
technology, using the Jan-DhanAadhaar-Mobile trinity to their advantage. Privatising them
would deprive the government of control over a very important lever of growth. Fortunately,
the culture of leniency that had led to the NPA crisis is now a thing of the past and NPAs have
been reduced substantially from their peak in 2018 when the Gross NPAs had amounted to
nearly 15 per cent of Gross Lending, to about 10 per cent in 2020, aided by the Insolvency and
Bankruptcy Code (IBC) of 2016.

Hopefully, the establishment of National Asset Reconstruction Company Limited (NARCL)
will clean up the legacy burden of NPAs, and the recently constituted National Bank for
Financing infrastructure and Development (NABFiD) will provide an alternate channel of
infrastructure funding, thus reducing the asset liability mismatch of PSBs. Privatisation cannot
be the answer to all problems in the public sector. As | have argued in this column and
elsewhere, the answer lies in giving them genuine autonomy by eliminating the scope of
interference by politicians and bureaucrats and in instituting a robust regulatory system for all
banks with multiple checks to cover the identified risks, which is still missing. In the absence
of regulation, bad will only become worse and the entire economy will pay the
price. https://www.thestatesman.com/opinion/bad-to-worse-1503108259.html
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19. Fake beneficiaries, trucks on paper: Internal auditor points to big
gaps in MP’s ICDS ration (indianexpress.com) 06 Sep 2022

An internal audit report by Madhya Pradesh government has pointed to large-scale
irregularities — from fictitious beneficiaries to non-existent supply trucks — in the
implementation of the Integrated Child Development Scheme (ICDS), the Centre’s flagship
nutrition programme that focuses on children under six, nursing mothers and adolescent girls
through distribution of take-home ration (THR) and cooked meals.

Additional Chief Secretary, WCD, Ashok Shah told The Indian Express that findings of the
draft report will be verified before it is finalised.

For the report, the auditors reviewed THR component of ICDS distributed to 11.98 lakh
beneficiaries —24% of total beneficiaries — and found that in 2020-21, ration worth Rs 110.83
crore was distributed to fake beneficiaries.

As part of THR, raw ingredients or pre-cooked packets are distributed to beneficiaries —
children between eight months and three years, pregnant and lactating mothers and Out-of-
school Adolescent Girls (OOSAG).

Shah said: “While the report pointed out that trucks shown for distribution of THR were
registered as other vehicles, MP Agro [which undertakes distribution of ration] in a written
reply had clarified that it was a clerical error and trucks were used for the distribution.
Similarly, in April this year, the Centre, based on recommendation of MP government, had
stopped THR distribution to out-of-school adolescent girls. It was decided that instead of giving
them THR, those coming to schools should be given midday meals.”

According to the 36-page internal report, on verification at anganwadi centres, only three
adolescent girls were found to be registered across 49 anganwadi centres in eight districts, as
opposed to the state’s MIS portal, where 63,748 girls were registered, of whom ration was
ostensibly distributed to 29,104 adolescent girls.

The Centre had earlier urged the state WCD Department to conduct a baseline survey by April
2018 to identify OOSAGs. With the baseline survey not completed by February 2021, the
WCD Department instead estimated the figure at 36.08 lakh.

However, the report noted, the Education Department had estimated only 9,000 OOSAGs in
2018-19. The report said WCD Department finally accepted that the figure had been inflated
by around 5.5 lakh.

WCD Department is under supervision of Chief Minister Shivraj Singh Chouhan since 2020,
when BJP leader and former WCD minister, Imarti Devi, was dropped as minister following
her defeat in by-polls that year.

Shah said, “After the ministry was taken over by the Chief Minister, a decision was taken to
weed out all fictitious beneficiaries and bring in transparency. The first rounds of meetings
with an international external agency have been held. With their help, the department will bring
in transparency and increase accountability.”
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The report also pegged the “fake production of THR” at Rs 58 crore, noting that six plants
involved in production of ration — at Badi, Dhar, Rewa, Mandla, Sagar and Shivpuri —
supplied 821.558 metric tonnes of THR, costing Rs 4.95 crore, despite non-availability of stock
at the time challan was issued.

The report said 1,125.64 metric tonnes of THR costing Rs 6.94 crores was distributed through
trucks, but during verification of the registered vehicles it was found that these trucks were
registered as motorcycles, cars, autos and tankers. In some cases, the purported trucks did not
exist in the database.

The auditors have reported other irregularities, including that they came across 2,865 packets
of THR in Shivpuri and Sagar districts, while the packets were shown as “distributed” in the
records. https://indianexpress.com/article/cities/bhopal/internal-audit-points-to-big-
gaps-in-mps-integrated-child-development-scheme-ration-supply-8133200/

20. DMF Funds Used for Pvt Mine workers’ safety kits in Odisha’s
Sundargarh (odishabytes.com) Sep 6, 2022

Rourkela: District Mineral Foundation (DMF) fund to the tune of Rs 32.33 crore was reportedly
used for supply of safety equipment and Kits to workers in private mines and industries in
Odisha’s Sundargarh.

While mines and industries are required to provide safety equipment to workers as part of
statutory obligation, the district administration in Sundargarh appeared to have done the job,
reports said.

Reports quoting RTI documents said that after a meeting chaired by the district Collector on
August 4, 2021, the DMF Chief Executive Officer (CEO) on September 1 sent a reminder to
the District Labour Office (DLO) for urgent supply of a list of mining workers for distribution
of personal protective equipment and other essential items.

Around two months prior to that on June 9, 2021, a tender was floated for supply of safety
equipment and kits for 10,000 mining workers. Geelon Industries Pvt Ltd which quoted Rs
13,500 emerged L1 bidder, while VVeer Enterprises and Shree Hari General Supplier were L2
and L3 bidders respectively, they said.

As per RTI information obtained by Rashmi Ranjan Padhi from the Public Information Officer
(P10) of Sundargarh DMF, before procurement and distribution started, it was surprisingly
decided that 14,050 mining workers will be covered by the scheme. It was subsequently
increased to 24,139, covering both private industrial and mining workers.

Citing documents, the Congress leader reportedly that said Geelon Industries was allowed to
supply kits for 14,042 workers, while Veer Enterprises and Shree Hari were asked to provide
the same for 3,025 and 7,062 workers.

Alleging that the increased procurement was done without floating any fresh tender, Padhi
claimed that all the suppliers were from outside Odisha. While Geelon was paid more than Rs
18.82 crore, Veer Enterprises and Shree Hari were made payments of Rs 9.46 crore and Rs
4.05 crore respectively towards the procurement, it was stated.
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Padhi further alleged that the prescribed quality and brands mentioned in the tender documents
were not followed. While Rs 13,500 was paid towards each package, the kits supplied were
worth hardly Rs 8,000 apiece. The difference could be to the tune of Rs 12 crore in a deal of
Rs 32.33 crore, he claimed. https://odishabytes.com/dmf-funds-used-for-pvt-mine-
workers-safety-kits-in-odishas-sundargarh/
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