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President’s Message
Modi on top
Only blind Bhakths and a calculative, clear-headed Amit Shah could have so accurately
forecast the scale of Narendra Modi's victory! The only other set of people who can take
legitimate pride in near-accurately forecasting the victory, that too after the exit poll, was the
Axis-India Today team.
The Axis poll showed Modi's Bharatiya Janata Party ahead in 300+ of the 542 seats up for
grabs, up from the 282 it won in 2014 and more than the 272 seats needed for a majority in
the lower house of parliament.

Dr. M R Khambete
President of COSIA

It was a historic victory, winning the first back-to-back majority for a single party since 1984.
A great victory for our democracy…
The elections could also be taken to be a victory for Indian democracy. With an electorate of 900 million people out of which
600 million people voted there is nothing in the world, even close to the
mammoth scale, duration and exuberance of the Indian election.
It is a good time to remind ourselves that it is almost a miracle that democracy is
surviving and prospering in a land of such staggering diversity of race, religion,
language, caste and what-have-you. We need to give due credit to our
founding fathers, those who followed them in Government; even our muchmaligned bureaucracy and above all the people of India whom everyone takes
for granted but who vote with such great common-sense in election after
election.
The exit polls made nonsense of any allegations against the Election Commission and insinuations that the EVM's were fixed
etc.
The future looks good
While the GDP growth took a beating in the last quarter of 2018-19 down to 5.8%, the year ended with overall growth at
6.8%, with the GDP growth forecast likely to average 7 per cent over the 2019-2023 period.
In fact, India is forecast to become the world's fifth largest economy in 2019, with a GDP exceeding USD 3 trillion and
overtaking its former colonial ruler, the United Kingdom. By 2025, the Indian elephant is set to overtake Japan and become
the second-largest economy in the Asia-Pacific region.
India is one of the rare economies whose rise is not attributable to being an export-driven economy unlike the Asian tigers
and China. Domestic consumption which has driven our economy up thus far, appears to be worryingly tapering off.
So, we can't take things for granted…
There is no way we can rest on our oars. Modi 2.0 will have to drive reforms in Public Sector Banks and reduce their NPAs. The
manufacturing sector is still languishing at 18 per cent of the GDP instead of the 25 per cent we aimed for by 2018. Despite
significantly ramping up infrastructure we need to do far better in terms of highways, central and state, freight corridors,
inland waterways, ports, airports, laying of fibre-optic cables etc.
By general consensus, the next decade is a now or never time for India when the Indian elephant must re-discover and
harness the genius of its people and the resources of our land to re-create the 21st century version of the prosperous and
thriving economy we were till the 16th century.
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IPR

INTERACTIVE WORKSHOP ON INTELLECTUAL
PROPERTY RIGHTS (IPR) AT NAGPUR

Sitting L to R: Poonam Maulikar, Mayank Shukla, P.M. Parlewar, K.T. Kalkar & Manish V.K. Jha
With the objective of creating
and enhancing awareness
among MSMEs about IPR for
protecting their ideas and
business strategies, MSME-DI,
Nagpur organized a one-day
interactive workshop on
Intellectual Property Rights (IPR)
at MSME-DI, Nagpur on
25.03.2019.
The power of ideas
It is a truism and a cliché to say
that today's world is rapidly
changing. Not only is it changing
rapidly, the rate of change itself
is quickening, with technological
changes which would take place
in a decade, now taking place
every five years, sometimes even
every two years.
One reason for that is the kind of
stupendous resources being
made available in the world to
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chase an idea and mature it into
a ready-for-market product or
service within the shortest time
span. But behind all that is the
immense brain power being
harnessed across the world to
bring ideas for new products,
innovations and services.
Many or most of such ideas are
disruptive and as ideas come in
waves with shorter time-spans
before fresh ideas disrupt them,
there is increasing need to
protect and monetize such ideas.
Workshop on IP
The focus of the workshop was
to promote the creation,
protection and enforcement of
Intellectual Property Rights
amongst various stakeholders
and also Government of India,
Ministry of MSME schemes.
Mayank Shukla, Chairman,
COSIA-Nagpur Chapter graced

the programme as Chief Guest. P
M Parlewar, Director of MSMEDI, Nagpur and Poonam
Maulikar - Examiner Patent
Office were present on the dais.
Speaking on the occasion, P M
Parlewar, Director, MSME-DI,
Nagpur said, "In today's
competitive world, Intellectual
Property (IP) is the fuel that
powers the engine of prosperity,
fostering invention and
innovation.
IPRs play a crucial role as the
legal vehicle through which,
either the transfer of knowledge
or the contractual relationship is
affected.
The increasing importance of
intangible assets in the global
economy is forcing business
organizations to actively
manage their IP as a key driver
for building and sustaining their

IPR
competitive advantage and
achieving superior
performance.”
He focused on the
commercialization of patents
granted to innovators by
manufacturing units and also
explained the subsidy given by
Government of India for
protection and enforcement of
Intellectual Property Rights
amongst various stakeholders.

money within a week of its
release before it is displaced by
another film. Imagine the havoc
it would cause to the producer, if
it is pirated.
As it is for films, so it is for other
products and services.

protection is equally crucial to
fostering trade and achieving
the goals and benefits of global
integration.
The current trade war between
America and China is to a great
extent owing to China's disregard
for intellectual property rights.

Countries with high standards of
IPR protection normally tend to
attract more investment,
stimulate more innovation and
develop more rapidly. Countries
with inadequate protection are
often vulnerable to
infringements of IP rights that
hinder trade flow and economic
development.
MSME-DI doing a great job of
creating awareness

Shorter time span for
monetizing…
If earlier, Intellectual Property
Rights seemed a sensible way of
protecting, monetizing and
repeatedly harvesting ideas for
profit, today in a rapidly
changing world, it has become
an imperative to encash a
product, as product and service
life-cycles shorten. Films are a
good example.
Whereas earlier good films
made money over 25 weeks, 50
weeks and even 75 weeks today
the same film make most of its

Protecting ideas and
e n c o u r a g i n g d i s c o v e r y,
invention and innovation
In today's World, Intellectual
Protection (IP) is critical for
fostering innovation. Without
protection of ideas, business
individuals would not reap the
full benefits of their inventions
and would focus less on research
and development.
The main purpose of IP law is to
encourage discovery, invention
and innovation to create a wide
variety of goods and services for
consumers. Strong IP rights

Mayank Shukla appreciated the
efforts taken by MSME-DI for
creating awareness about IP
amongst the SMEs. Mr. Shukla
said, "In today's globally
competitive environment, IP has
placed itself on a pedestal in the
context of economic growth and
is becoming increasingly
important.
"It is also important to promote
intellectual property licensing
practices, particularly with a view
to foster creativity, innovation
and the transfer and
dissemination of technology to
developing countries and least
developing countries," he said.
MSME-DI continuously organizes
various seminars workshop for
trade and industry.
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CHAPTER NEWS

An Amnesty Scheme under
MVAT
An Awareness Program on the
Maharashtra Government's
Amnesty Scheme for the Pre-GST
period was jointly arranged by

Duration of the Scheme
The Scheme aims to close
pending cases on a fast-track
mode and gives concession to
Dealers in the settlement of
Government dues.

Under this Scheme,Maharashtra
VAT registered Dealers need to
approach the VAT Department
and ask for waiver in the
prescribed application format
as required under this Scheme.
This was revealed by M. M.
Konkane, Joint Commissioner of
S t a t e Ta x , N a g p u r w h i l e
inaugurating the Seminar on Pre
GST-Era Amnesty Scheme 2019
of the Maharashtra Government.
Deputy Commissioner of State
Tax, Nagpur, Sunil Lahane and
Assistant Commissioner of State
Tax, Nagpur Nitesh Bhandare
were also present.

the Chamber of Small Industry
Associations (COSIA), Vidarbha
Chapter & MIA Centre for Sports
and Recreation at Nagpur on
12th April, 2019.
The Maharashtra Government
has given its approval by way of
an Ordinance on March 6, 2019
for the introduction of the
Maharashtra Settlement of
Arrears of Tax, Interest, Penalty
Late Fee Ordinance 2019 (VAT
and Allied L aws Amnesty
Scheme 2019) with the purpose
of minimizing or closing down
the disputed MVAT cases and
litigated matters.
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This Scheme will be open in two
phases:
First from April 1, 2019 to
June 30, 2019
and the second one from July
1, 2019 to July 31, 2019.

Chairman of COSIA Vidarbha
Chapter Mayank Shukla made
the opening remarks.
He said that COSIA is always
interested to arrange such
programmes as will assist and
provide useful information for
the benefit of its member
industries in the region.

CHAPTER NEWS
prior to the period March 31,
2010 then waiver in tax is 50 per
cent while interest waiver is 90
per cent and penalty waiver 95
per cent.
For the period after March 31,
2010 up to June 30, 2017 waiver
in tax will be 30 per cent, while
interest waiver is 80 per cent and
penalty waiver is 90 per cent.

MSMEs gain greatly, in terms of
money, time and effort by being
updated with the latest
information and developments,
he said.
Salient features of the Scheme
Sunil Lahane said that the State
Government has announced the
Scheme to Settle Arrears of Tax,
Interest, Penalty or Late Fee
under MVAT and Allied Laws, for
any period ending on or before
June30, 2017 covering arrears,
whether in dispute or not and

even assessed or not.
The Scheme is beneficial and is
providing a great relief by way of
considerable waiver of interest
and penalty. Stakeholders must
take advantage of the Scheme
before the time limit expires, he
said.
CA Shailendra Jain analyzed the
salient features of
Maharashtra
Settlement of
A r r e a r s o f Ta x ,
Interest, Penalty or
Late Fee Ordinance,
2019 (Amnesty
Scheme) and its
procedural aspects.
Taxes to be paid
under the scheme is
100 per cent of
undisputed amount and for
disputed amount it varies
according to phases and the
period of dispute.

CA Julfesh Shah said that this
Ordinance would be applicable
in respect of the arrears of tax,
Interest, Penalty or, as the case
maybe, late fee under various
Acts administered by the MGSTD
and the rules made or
notifications issued under
various relevant Acts.
Prominent participants on the
occasion were Mr. Shekhar

B e n d r e , M r. S h e k h a r
Patwardhan, Mr. Chander
Khosla, C A Pravin Raut,
Mr. Ashutosh Lanjewar and a
large number of Industrialists.

He said that the Scheme provides
that if the dealer applies and
pays the disputed amount before
June 30, 2019, for any dispute,
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EDITORIAL

Of This and That...
UiPath to train 500000 Indians in Robotic Process Automation by 2022

A

re we driving RPA and
AI-based technologies
globally?

In an academic study conducted
by Goldsmiths(University of
London)and enterprise software
provider Automation Anywhere

reported in the Business
Standard dated 18th September
2018, 71 per cent of Indian
respondents apparently stated
that their employees used
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Robotic Process Automation
( R PA ) a n d A I - b a s e d
augmentation to its full
potential.

globally-even ahead of the US
and Japan.

The research team interviewed
leading automation and AI
subject-matter experts,
including technologists,
CEO's, scientists and
engineers. Some
conclusions of the study
may surprise many of us.
“India leads the way in
reaping the benefits of
augmentation, with 86
per cent of the
respondents saying that
automation has
increased employee
productivity.”

Now comes news that UiPath, a
New York-based robotic process
automation software company,
in collaboration with
educational institutions in India
like Dr APJ Abdul Kalam
Technical University and the
Indian Institute of TechnologyKanpur with which it has already
linked up, plans to train 500,000
Indian students by 2022 in
Robotic Process Automation
(RPA) skills through free online
courses to bridge the skill gap in
the industry.

The country is now driving RPA
and AI -based technologies

Learning to work with Robots

In the brave new world of the
future the ability to work

EDITORIAL
alongside robots will be as
important to the workforce as
the other skills they bring to the
job.UiPath is committed to
training more than one million
students globally in the next
three years, given that education
and re-skilling are vital to survive
and thrive in a digital future.
An ambitious training
program
UiPath, which uses computervision to automate repetitive
business processes involving
software, has set a target to
collaborate with 500 Indian
institutes by 2020, up from the
current 60.
To date, the programme has put
10,000 Indians through the
t r a i n i n g p r o c e s s f o r R PA
sof tware used by global
corporations.
The training is conducted by
UiPath Academic Alliance
program, which is also training
teachers and masters for
multiplying the scope of training
in India.
It aims to train over 50,000
students and professionals in
ASEAN over the next three years
for the automated workforce of
the future.
Automation capital of the
world?
"We believe India can become
the automation capital of the
world. The target is to train half a

million students in India by
2022," Rajesh R Nambiar,
Director of UiPath Academic
Alliance Programme based in
Bengaluru, said according to a
report in the Indian Express
dated 29th May, 2019.
UiPath is in the process of
doubling its workforce in India to
1,000 by the end of this year,
from the current 500. India
remains the centre of its
operations with a Development
Centre in Bengaluru for Research
& Development work and offices
being expanded in main Indian
cities.

because the superconducting
state exists only at temperatures
well below room temperature
(295kelvin).
Superconductivity was first
discovered in 1911, in mercury
cooled below 4K.
The temperature below which a
material becomes
superconducting is called the
critical temperature
Superconductivity at ambient
temperature has been a holy
grail in physics for about a
century.
Silver in gold!

IISc team confirms breakthrough
in superconductivity
What's a superconductor?
Materials known as super
conductors transmit electrical
energy with 100% efficiency.

They have a wide range of
applications, such as magnetic
resonance imaging in hospitals.
However, these applications
have been hampered, largely

To verify that a material is
superconducting, researchers
typically look for three features:
zero electrical resistance; a
reduction in the critical
temperature under an applied
magnetic field; and an expulsion
of magnetic fields from the
interior of the material on
cooling (a phenomenon known
as the Meissner effect) Putting to
rest all doubts and criticism, a
team led by Prof. Anshu Pandey
and Dev Kumar Thapa from the
Indian Institute of Science (IISc),
Bengaluru confirms that their
material exhibits major
properties of superconductivity
at ambient temperature and
pressure.
The material that exhibited
superconductivity is in the form
of nanosized films and pellets
made of silver nano particles
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EDITORIAL
embedded in a gold matrix.
Interestingly, silver and gold
independently do not exhibit
superconductivity.
Looks like they got it right
The team examined 125
samples, of which 10 showed a
drop-in resistance signalling the
onset of superconductivity.
They attribute the unsuccessful
results in the remaining 115
samples to oxygen exposure at
the time of sample preparation
and when the samples were
taken for study.
“Two of the most important
properties of superconductivity
are diamagnetism and zero
resistance.
These two were seen in the
material we studied. They seem
to suggest that the material
becomes superconducting
below a certain temperature
(286 K or 13°C).
And it can go up to 70°C,” says
Prof. Arindam Ghosh from the
Department of Physics at IISc
and a co-author of the revised
article.
“At 286 K we have seen clear
transition from a normal state to
a superconducting state. This is
more than anyone has
reported,” Prof. Ghosh adds.
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Under technical review
The manuscript has been sent to
a journal for publication and the
first level of reviewing by editors
has been completed. It is
currently undergoing technical
review by peer-reviewers. “We
hope it will be published soon,”
Prof. Ghosh says.
“If this [result] is correct, it would
be the greatest work done in
India since the discovery of
Raman effect,” says Prof. T.V
Ramakrishnan, leading
condensed matter physicist who
is a distinguished Associate with
the Department of Physics at
IISc.
“The material they have made is
unbelievable - a tiny sphere of
gold, placed 10-20 tinier spheres
of silver inside it…This
[material] they found shows a
sharp drop in resistivity
[reflecting superconducting
state]. This is potentially
amazing,” he adds.

The L & T of defence
manufacturing in India
Private sector to the
defence
India represents a strange case
of being one of the largest
purchasers of defence
equipment in the world, which
nevertheless hardly made any
serious attempts to create a
defence equipment
manufacturing set-up. Nothing
can explain that, except
corruption and sloth.
However, in recent years there
has been a turnaround and with
Narendra Modi's slogan of Make
in India echoing in everyone's
ears and a radical shift in policy,
India and Indian companies are
manufacturing everything from
howitzers to fighter aircrafts to
submarines to aircraft carriers.
The whole process is going much
slower than desired, and the
public sector continues to
inefficiently but preferentially
occupy the defence supplies
space at the taxpayer's cost. But
the elephant is now moving.
With a more encouraging policy
in place, increasingly Larsen &

EDITORIAL
Toubro, Tatas, Bharat Forge and
Reliance are putting their best
foot forward. An exclusive
interaction between JD Patil,
Senior Executive Vice-President
(Defence Business) Whole Time
Director & Member of the Board,
L & T with Financial Express
Online gives a glimpse of the
changing equations in Defence
manufacture which should be of
great interest to MSMEs as India
begins putting together the
building blocks of a militaryindustrial complex.
L & T leads the way…

It is a dedicated armored
systems facility, including a
world class Test Track at its
Hazira complex.
In addition, the Pinaka system is
the first major indigenously
designed & developed Multi
Barrel Artillery Rocket weapon
system, with 90 per cent value
content produced in India.
In the Akash program, L & T
delivers launchers, radar masts
for 3-D surveillance radars and
integrated Propulsion Airframes
for the missiles with 90 per cent
indigenous content and value
addition.

up for the Future Infantr y
Combat Vehicle (FICV) which is
uniquely designed for Indian
Army's future needs suitable for
both Amphibious & Desert
operations with high mobility,
surveillance capabilities, armour
and a weapons suite with smart
ammunition.
In typical fashion there have
been two Expressions of Interest
in 2010 & 2015 and
understanding dawning in
2018, that the program had
been put in cold storage.
However, with a long-term view
L & T continues to develop
building blocks for the FICV with
futuristic digital technologies.
Flying High
L & T has been an industry
partner for development and
production of composite and
metallic sub-systems for Akash,
BrahMos, ASTR A , Nirbhay
Missile systems.

K9 Vajra is the largest defence
contract placed on a private
sector company for the delivery
of 100 howitzers in a span of
three and a half years. With 75
per cent indigenous content, 12
systems have already been
delivered to the army, ahead of
schedule.
To get this done without
compromising quality, L & T set
up an Industry 4.0 ready factory,
which is its 6th dedicated and 9th
Defence production unit.

Staying enthusiastic for the
long haul…
L & T is also leveraging its inhouse R & D capability to build a
range of Naval Missile Launch
Systems, Rocket Launch Systems
& Torpedo Launch Systems for
Warships and Weapon
Complexes for Submarines and
Under water platforms, most of
them integrated with
homegrown Fire Control
Systems.

The company also integrates the
entire wing sets for LCA and has
developed and supplied a range
of avionics LRUs for Light
Combat Aircraft (LCA) program.
It also supplies various LRUs for
the indigenous Helicopter of
Hindustan Aeronautics Limited.
L & T also contributes to the IAF
by supplying various Ground
Systems such as platforms for
Radar systems, SatCom
equipment for the C41 and
multiple weapon systems.

In the meantime, L & T is gearing

TISA -JUNE 2019 13

EDITORIAL
Ausssies board “Make in
India” Driverless Trains

Alstom's Bengaluru based
engineering hub.

Alstom India, the Indian
subsidiary of a France-based
multinational company Alstom
SA, recently delivered the last of
the 22 Metropolis trains for
Sydney Metro.

The company also got a 15-year
maintenance contract for the
trains, depot operations and
signaling systems.

The company was given a
contract by North West Rail Link
(NRT) to design, manufacture,
supply, test and commission 22

six-car Metropolis trains, along
with Urbalis signalling systems
which minimises the halt time at
stations, as well as, the time
between multiple services.
The coaches were integrated
with the Urbalis 400 systems by
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Metropolis trains are electric
multiple unit (EMU) built by
Alstom designed for high
capacity rapid transit or metro
rail infrastructure systems.

Andhra Pradesh's Sri City, which
is a smart integrated business
city in the State.
Sydney recently opened its first
driverless metro line that will be
served by the 22 Alstom sixcoach trains which are fully
automated and have various
modern features including LED
lighting, emergency intercoms,
CCTV camera etc.
The fully automated driver-less

Currently the trains are in
service in 22 major cities,
including Chennai and Kochi.

metro is a first for Australia and
will provide a step-change for
the commuters of Sydney.

This is definitely a big feather-inthe-cap for Narendra Modi's
“Make in India” as the metro
trains were assembled in

In December 2018, Alstom India
had planned to double its metro
rail production at its plant in Sri
City.
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FOREIGN TRADE

CHINESE IMPORTS UNDERMINING
'MAKE IN INDIA' BY 'MADE IN CHINA’
B.L. CHANDAK
Most of the countries are
critical of China's approach to
trade/investment/exchange
rate policies. Harvard's Prof.
Graham describes China as
the “most protectionist,
mercantilist and predatory
major economy”.
The 145 t h Report of the
Pa r l i a m e n t a r y S t a n d i n g
Committee on Commerce, July
2018, disparages the industrywrecking impact of massive
Chinese imports through

The Report of Directorate of
Revenue Intelligence [2015] to
the Supreme Court-appointed
SIT on black money alleged
massive under-invoicing [prices
lower than even basic
manufacturing cost] of Chinese
import and thereby generation
of black money.
USA accused China of dumping,
currency manipulation, unfair
export subsidization and
intellectual property theft.
To quote Fred Bergsten of
Peterson Institute (2010),
“China's currency manipulation
represents the largest
protectionist measure
maintained by any major
economy since the Second World
War”.

Surge in Chinese Imports

unscrupulous means [underinvoicing / misdeclaration /
smuggling, selling of
substandard/counter feits/
rejects and routing export
through FTA countries].
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Massive under-invoiced import
of all kinds of goods from China
is the most critical and the
foremost factor undermining
manufacturing output/growth
and capex in our country over
the last 12-15 years.

We had a trade surplus till FY
1999 with China. Removal of
quantitative restrictions on
consumer goods by the
beginning of 2001 opened up
export opportunities for China to
India. Enmasse meltdown of
Non-Banking Financial
Companies in the late 1990s and
subsequent liquidity crisis
leading to financial sickness did
impact Indian industry's capacity
to produce and compete with
imports. This also contributed to
higher Chinese import.
Anecdotally, demonetizationcum-GST-led liquidity crisis has
resulted in lower domestic
manufacturing output and a
surge in Chinese imports from
about US $ 60 billion annually
during FY 2015 to FY 2017 to
over US $ 76 billion in FY 2018.
With trade liberalization and
steady appreciation of rupee,
Chinese
import momentum
picked up since FY 2003. There
was a steady decline in
weighted average basic import
duty rates from 22% in FY 2003
to 9% in FY 2008. This along
with concomitant appreciation
of rupee [ annual average per

FOREIGN TRADE

$ rate of Rs. 48.40 in FY 2003 to
Rs. 40.24 in FY 2008] provided
great stimulus to Chinese
manufacturing imports.
In US $ terms, the value of
Chinese import increased at an
astounding 58% CAGR during
FY2003-08 period. Actual import
value could be even higher given
the under-invoicing of imports
from China. RBI's Working Paper,
viz.
“The Implication of
Renminbi Revaluation on India's
Trade”, March 2011 [WPS
(DEPR): 2/2011] shows that
adverse trade balance with
China surged from US $817
million in FY 2003 to US $ 22817
million in FY 2009 – an increase
of 28 times over a period of just 6
years!
It is surprising that
policymakers/RBI did not
react/analyze the implications of
this unbridled exponential
import growth. From here
onwards begins China's
manufactured goods export
growth story to India and the
slide in fortunes of our own

manufacturing sector.
With increasing experience /

understanding of the Indian
market for various products and
the help/collusion of importers
and clearing agents, ways and
means have been devised to
capture our massive market for
manufactured products of all
types.
This is clearly reflected in the
sluggish growth of
manufacturing since FY 2009.
Over the last decade, annual
average manufacturing growth
remains less than 4% as against
12-14% envisaged by
policymakers. It is much less
than GDP growth.
It is also manifested in prolonged
under-utilization of capacity
whereas imports from China are
surging. Various initiatives to
boost manufacturing have not
worked. Chinese import in US $
terms [without accounting for
under declared / smuggled value
of imports] multiplied 68 times
with a CAGR of 23.5% over
1998-2018 period [Table 1].

Its share in non-oil imports
increased from 3.4% in FY 1998
to 21.4% in FY 2018.

Swadeshi Jagran Manch
estimated Chinese imports at
34% of our total manufacturing
output in FY 2016. India's
imports from China in 2017-18
stood at US $76.27 billion – an
increase of 25% over FY 2017
while domestic capacity
remained underutilized.
Chinese import had amounted to
a mere US $1.5 billion in 200001.
The official growth rate of
imports from China has come
down in recent years due to
massive under-invoicing and a
large base. It is very difficult to
estimate the likely total value of
under-invoicing from China.
Taking into account the various
d u b i o u s w a y s o f u n d e ri n v o i c i n g / m i s description/concealment etc.,
the total import value can far
exceed official figures.
TABLE 1- Growth/Share of
Chinese Import in India's Trade
[in percent]

Source: Handbook of Statistics
on the Indian Economy, RBI
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Cataclysmic Impact on
Industry
The level and spectrum of
imports from China are large and
extensive enough to sap the

production activities and
switched over to trading of the
items which used to be produced
by them. A number of large
corporates' business structure is
dependent on imports from

vitality and innate potency of the
industrial sector. It undermines
capacity utilization and
confidence to undertake capex.

China. Retail chains are packed
with Chinese products. There
are specific Chinese products
markets in the big cities.

A number of industries like
electronics, electrical goods, LED
lights, solar panels, chemicals,
metals, furniture, plastic items,
gift items, toys, hardware,
ceramic tiles, automobile
components, bicycle parts,
bearings, footwear, furniture,
tiles, tires, many household
items, machinery etc.; are
stymied by import from China.

Anecdotally, almost 80 per cent
of the electrical and electronic
goods being sold at Bhagirath
Palace market in Old Delhi are
imported from China [Sep. 18,
2014- The Hindu]. Right from
electric wires, torches and CFL
bulbs to air-conditioners,
televisions, mobile phones, all
bear the “made in China” tag.
Bagri Market in central Calcutta,
Richie Street in Chennai, Chikpet
in Bangalore and many more
markets across cities are
teeming with Chinese imports.
Make-in-India is swamped by
Made-in-China.

Many industries are dependent
on raw material, intermediate
inputs, components and even
final products from China.
A large number of
manufacturers have closed their
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The effects are unsecured /
uncertain position of different
industries, closure of many
businesses or their switching
from manufacturing to
trading/assembling and overdependence of certain industries
on Chinese import. The economy
suffers from sluggish
manufacturing growth / export /
capex / employment, persistent
trade deficit, rise in hawala
payment, corruption and cash
economy.
A deluge of Chinese goods, inter
alia, has contributed to
widespread industrial sickness.
Number of Corporate Debt
Restructuring (CDR)references
spurted from 225 to 622 during
FY 2010-14 with corresponding
aggregate debt spurting from Rs
95815 crore to Rs 429989 crore.
It is to be noted that without
controlling unscrupulous
Chinese import, all stimuli,
including recent budgetary ones
to boost consumption, end-up in
higher Chinese import rather
than much increase in
manufacturing output and
capex.
Why Chinese Products Flood
the Economy?
Export subsidies [17% - as per
the 145th Parliamentar y
Committee Report], exchange
rate manipulation, economies of
scale, flexibility in production of
goods as per importers'
specifications in terms of quality,
price, counter feits, under-

FOREIGN TRADE
invoicing, mis-description/
concealment of goods etc. have
created a totally unequal base
for domestic industries to
compete with Chinese import.
These are happening on an
industrial scale. Crony
combination of exporters,
importers, clearing agents and
customs
have aided and
abetted this. “Make in India” is
dented by “Made in China”.
Ease of doing business has

network and convenient
payment system.Clandestine
import is also taking place. Over
time, various dubious ways and
means have been devised /
perfected / in collusion with
vested interests. These dubious
measures give undue price
advantages to Chinese products.
Information failure in terms of
price, quantity, quality of many
Chinese imports creates costprice uncertainty for indigenous

confidence, increase in hawala
payment and corruption, growth
of cash economy; etc.
Are Rise in Currency with
Public [CWP] and Chinese
Imports Correlated?
With the spread of banking,
digital payments, financial
inclusion-drive, mass-scale
opening of Jan-Dhan accounts
[34 crore accounts]; GDP to CWP
ratio should increase. However,
it has steadily declined from
annual average of 11.26 in
1990s to 9.65 in 2000s and
further to 9.25 during 2011-16.
This ratio was stable at around
11.5 during entire 1985-00
period.
It shows significant decline in
later years coinciding with surge
in under-invoiced / smuggled
Chinese import.

actually been realized in case of
Chinese imports.

manufacturers to undertake
production / capex.

Over the years, interactions
between Chinese exporters,
Indian importers and their
agents, evolved a trading
framework which is very well
aligned to our market demand.
Chinese businesses are in full
synch with our markets and
consumption needs.

Severe damage is caused to our
manufacturing base,
employment, productivity, trade
competitiveness, skill and
technological development.

With all these, Chinese imports
have undue price advantages,
well-oiled import-cum-trading

Industry's innate strength and
potential are severely impacted
due to lower capital
accumulation and cheap import.
It also results in loss of tax
revenue, over-dependence on
imports, decline in business

Concomitantly, share of highdenomination notes [500 &
1000 notes] in CWP steadily
increased from 27% in FY 2001
to 70% in FY 2008 and further to
87% by October 2016.
Despite greater formalization of
the economy following
demonetization and GST, CWP
now exceeds predemonetization level.
Further, ratio of CWP to demand
deposits is higher in the recent
years compared to 1990s.
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These are contrary
developments given the spread
of digital banking and financial
inclusion on massive scale.

Extensive requirement of cash
by businesses and public to pay
for the under-invoiced value of
Chinese inputs/products leads
to increase in cash-economy.
Post-demonetization, currency
in circulation spurted from Rs. 9
trillion in January 2017 to over
Rs. 20 trillion now.

we don't have.
Industry associations should
update us on a timely basis. In
many cases; misdeclaration,
under-invoicing in terms of
price, weight, size and outright
smuggling make it difficult to
find the actual quantity, quality,
prices to make case for antidumping.''

with cheap goods, but are also
generating illicit money in India.
His report establishes a pattern
of undervaluation to avoid
import duties in India and the
differentials between the actual
price and the declared value are
being sent out through informal
channels.

T h e D i r e c t o r- G e n e r a l ,
Department of Revenue
Intelligence [DRI], in its
preliminary report on the trade
mismatch between India and

The DRI claimed this underinvoicing or mispricing is a
major source of black money
generation in India. It adds that
a Chinese product with actual
selling price of Rs 1,000 back

China to the Special
Investigation Team [SIT] on
black money setup by Supreme
Court in April 2015, highlighted
wide-spread under-invoicing.

home is imported with the
invoice showing it as Rs. 400
and the balance payment is
made through the illegal route
using the black money.

The report [May 2015]
submitted by the SIT to the
Supreme Court states that
'Made in China' goods are not
only flooding the Indian market

The import duty is calculated on
the basis of the invoice price and
as such the exchequer is also the
loser.

Under-Invoicing/ Dumping –A
Big Reality
The ruinous effect of underinvoiced Chinese imports is
clear from the fact that antidumping duty has been
imposed on a large number of
Chinese imports. But there are
umpteen number of
items
which are under-priced,
concealed/mis-described and
continue to be outside this
mechanism of anti-dumping.
Experts say manufacturing has
several instances of
dumping/under-invoicing but
small industries are too
disorganized to build a case
against these.
Shri. Madhav Lal, Ex-Secretary
at the Micro, Small and Medium
Enterprises (MSME) Ministry
said their hands are tied in the
matter. "We can act only when
we have data and proof, which
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The intensity of Chinese import
is also reflected in a research
report of the Department of
Industrial Policy and Promotion
[DIPP], Government of India,
which found that the index of
import from China for 268 items
in Index of Industrial production
[IIP] has grown to 4718.4 in
2010-11 over the base of 100 in
2005-06.
A crystal-clear example of
under-invoicing is in cases
where MRP is printed on
imported goods. In these cases,
the MRP is very low compared
to the actual price being
charged. Ultra-low MRP based
customs and other duties make
these products cheaper.

Over the year, end-to-end
channels for importing,
payments for imports and
trading in Chinese goods have
become pervasive and easy
across the country.
Recently, Automotive Tyre
Manufacturers Association
(ATMA) said that as much as 60
per cent of the truck and bus
radial tyres import contracts are
being handled by small private
operators and traders who
indulge in unfair practices such
as under-invoicing, selling tyres
in cash, thus depriving the
exchequer of its revenue.
Under-invoicing of Chinese
import is also there in case of
many other developing
countries.

Reportedly, some instances of
such unscrupulous imports
include: metal coils invoiced as
scrap, scissors as grass-blades,
jet nozzles for fire-fighting
equipment as iron rod pieces,
consumer goods as capital
goods; etc.

The Economist estimated the
sum involved in under-invoicing
of imports from China by
Bangladeshi importers at $3
billion a year, mainly because of
the astronomical rise in both
value and volume of imports
over the last one decade.

One cannot imagine the kinds of
dubious means which are
employed in imports from China.

It was all about duty evasion by
Bangladesh importers through
under-invoicing, said the

prestigious British weekly.
China is accused by USA of steel
dumping, currency
manipulation and systematic
intellectual property theft.
Spill-over Effects of Dubious
Chinese Import
Besides large current account
deficit, under-invoiced imports
from China
very badly and
extensively impact our
economy. How do we expect
capex to take place when risk
return matrix overwhelmingly
favours Chinese-import based
trading to manufacturing?
It adversely and seriously affects
technological advancement in
manufacturing, learning-bydoing, skill development,
financial health of
manufacturing businesses and
over-dependence on import.
We cannot overcome the
problem of unemployment and
higher growth without steady
and diversified growth of
manufacturing. China's
economic success is due to
great leaps in manufacturing.
Remedial Measures
We urgently need a remedial
strategy for controlling this
menace of massive
unscrupulous Chinese imports
to ensure viability and growth of
industrial sector.
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Dismantling of the shady
network requires breaking of
nexus among Chinese
exporters, agents located in
China / Hongkong, clearing
agents, importers and customs.
Random and surprise check of
imports at the ports in terms of
invoice prices / description of
goods and their actual /

reference prices in the national /
international markets, fixing of
minimum import prices
wherever possible, blacklisting
and taking punitive actions
against importers / exporters /
clearing agents/customs
involved in dubious imports etc.
are needed.
International cooperation /
agreement to share information
on illegal money transfers by
Banks in hawala-heavens like
Hong Kong, Dubai etc., can be
useful in fixing accountability of
such Banks.
Scrutiny of GST and e-way bills
relating to imported items may
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help in detecting malfeasance.
The tax authorities can track the
sale prices of imported items in
the trade chain with the help of
the goods and services tax
network / market survey and
check if an importer has under
declared prices.

phasing out of illegal/underinvoiced imports and spurring
domestic capex and capacity.
It requires a well-planned and
calibrated strategy. Sincere
efforts from customs and others
is also required to root out this
epidemic.
[This article was earlier
published in the May 2019 issue
of The Indian Banker, IBA. The
author B.L. Chandak is a former
Dy. General Manager of SIDBI.

We have to take well calibrated
measures against Chinese
import without creating sudden
and large disruptions, as many
industries are over-dependent
on import of raw material,
components and machinery
from China.
We may start with inessential
consumer goods and proceed
carefully with simultaneous
creation of capacity / production
facility and phasing out our
over-dependence on underinvoiced import.

Make in India strategy needs to
be synchronized with planned

He has an M.A. in Economics
from JNU and his articles have
been published in many leading
financial dailies and journals. He
has made presentations at RBI,
Ministry of Finance, DC(MSME),
SEBI, XLRI, CA Institutes and
many Industry Associations. He
can be contacted at
blchandak@gmail.com]
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INDIA'S MAN OF DESTINY-MODI 2.0
- THE ROAD AHEAD
Resurgent India
In the 20th Century there was no
scarcity of people who doubted
that India would stay together as
an independent nation. On
March 6 1947 speaking in the
House of Commons Churchill
said “The Indian political parties
and political classes do not
represent the Indian masses…
In handing over the Government
of India to these so-called
political classes we are handing
over to men of straw, of whom,
in a few years, no trace will
remain.”
Seventy-two years later in 2019,
the colony over which Britain
had ruled, the colony which
Britain had looted for centuries
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and left in penury and misery, is
overtaking its former master to
become the 5th largest economy
in the world and well on the way
to becoming the 3rd largest in the
foreseeable future, if not the
leading economy of the world by
st
the middle of the 21 Century.
In that same year, in what is
arguably one of greatest
examples of democracy at
work on the face of the earth,
600 million literate and
illiterate, urban and rural folk
would trudge to the nearest
polling booths to cast their
votes over a period of one and a
half months in seven phases,
to freely and democratically
elect a new Government.

Man of Destiny
If Gandhi and Nehru were the
th
face of India's destiny in the 20
Century; who symbolized and
set India irrevocably on the path
to freedom and democracy,
st
India's man of destiny in the 21
century is undoubtedly Narendra
Damodardas Modi, the
chaiwallah, RSS pracharak and
the former Chief Minister of
Gujarat.
There are many who will quibble
and consider it blasphemous to
take his name in the same breath
as the father of the Nation or the
venerable Nehru.

COVER STORY
They will refer to his ideological
baggage, Gujarat 2002 and
other flaws, true or untrue, real
or perceived to put him down.
But what they forget is that the
leaders of pre and postindependent India, their actions
and its consequences, received
in their lifetimes, not even a
fraction of the scrutiny and
criticism that Narendra Modi
does in a single day. Twentyfour-hours television, 500
million smart phones and social
media in ever y key-happy
Indian's fingers ensure roundthe-clock scrutiny and
vilification which no other
politician in India has had to face
to this degree until Modi today.

unleashed in 1991 and the
meteoric rise of the Indian
diaspora across the world in
West Asia, Africa, Europe and
America.
Above all with the greying of
Europe, there was a change in
the perception of large
p o p u l a t i o n s . Fr o m b e i n g
perceived as a drag and a
liability, it began to be perceived
as the demographic dividend.
Stunning results-Elections
2019
Meanwhile, despite all the
naysayers and the predictions of
doom for the BJP in Uttar
Pradesh, and most media
whittling down its seats to

Intertwined with India's
Destiny
Barely twenty years ago, there
were not many ready to bet on
India. Its poverty, illiteracy,
chaotic democracy, burgeoning
population, occasional wars and
natural disasters made
international headlines.
Earlier Japan and then China
were the flavor of the second
half of the 20th century.
It is only in the last 15 years or so
that the world really sat up and
took notice of the Indian
elephant.
It had much to do with the
stunning rise of Indian software
companies like Infosys and TCS
in the dying years of the 20th
century, the belated effects of
the economic liberalization

independence. It got 353 seats
in a 544 member House.
The 2019 election verdict is a
watershed moment – the first
time since 1984, a party has
been re-elected on its own
strength.
Modi all the way
It was an ill-tempered and
bitterly fought election with
allegations and abuse flying in
all directions, not to speak of
communal division and street
violence in West Bengal.
Despite all the best intentions of
the Opposition to keep the
issues down to the failure of
demonetization, job losses and
diminishing of institutions under
the NDA rule, it ended up being
a kind of Presidential
referendum. It was all about one
man.
It was all about Narendra
Damodardas Modi. Do you want
him back in 2019 or not?

create a picture of BJP barely
surviving, when the election
results were finally declared on
rd
23 May 2019, it was
electrifying!
Modi's BJP had on its own won
303 seats, with 37.36% of the
popular vote with a 6.02%
swing in its favor, against the
282 seats it had won in 2014.
Together with its allies, the
National Democratic Alliance
won a 44.6% vote share, which
is the highest-ever vote share for
a pre-poll alliance since

The Aim
The BJP's “Sankalp Patra”
envisages the Indian economy
reaching $5 trillion by 2025
from $2.8 trillion in 2018.
For this to happen the economy
has to grow at a compound rate
of 9 per cent.
However, the fact is, since 2010,
the Indian economy
compounded at 7 per cent till
2018. That's a task cut out for
the Modi team.
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The new set-up -Key Team Members
As usual Modi managed to surprise everyone. No one can say that they really expected Nirmala Sitharaman to get
Finance or Dr. Jaishankar to get MEA!
Rajnath Singh

Minister of Defence

Amit Shah

Minister of Home Affairs

Nitin Gadkari

Minister of Road Transport & Highways & Minister of
Micro, Small & Medium Enterprises, Minister of Micro,
Small & Medium Enterprises

Nirmala Sitharaman

Minister of Finance; and Minister of Corporate Affairs

Dr. Subrahmanyam Jaishankar

Minister of External Affairs

Piyush Goyal

Minister of Railways; and Minister of Commerce and
Industry

National Security Adviser (NSA)
Ajit Doval, the 74-year-old
legendary former Intelligence
Bureau Chief has now been
given Cabinet rank, along with
an extension of five years. It was
under Doval's watch that the
Government carried out two
cross-border anti-terror strikes
in Pakistan. He is also reputed to
have played a major role in the
secure return of 46 nurses from
war torn Iraq. Doval and
Jaishankar are thought to have
earlier played a role in bringing
the Obama administration
closer to Modi-led India.

Ayushman, Jan Dhan and
housing – envisioned by him
have become a reality or are
well on the way to doing so.
Forty- four Indians are coming
out of extreme poverty every
minute; the figure was 39 in the
decade before Modi took over
the reins.
There is indeed an embryonic

system and undertaking
structural economic resets G o o d s a n d S e r v i c e s Ta x ,
Insolvency and Bankruptcy
Code, and Real Estate
Regulatory Act among others.
Modi 1.0 has laid the strong
structural foundations which
should put India back into
strong growth mode over the
next decade.

Together with Amit Shah and
Rajnath Singh, Doval and S.
Jaishankar would complete
Prime Minister Narendra Modi's
s e c u r i t y, d i p l o m a t i c a n d
strategic team.
What did Modi do in his first
term?

Nano Class pushing and
elbowing a burgeoning middleclass.

A whole range of benefits –
Ujjwala, toilets, electricity,

Modi 1.0 was largely focused on
repairing the stressed banking
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Where he failed
Anand Ranganathan, scientist
and political commentator
lucidly listed some of the
failures, the worst of which, in
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his opinion, was Modi's drift
towards socialism.
“A Government has no business
to be in business, Modi had
insisted. What followed were
five years where no other
organisation got more involved
in business than the Modi
Government.

budget allocation – a paltry
$380 billion for taking care of
1.2 billion people – a fifth of it
goes in paying Government
salaries and propping up public
sector undertakings (PSUs),
most of them sick and corrupt.”
“You wanted a free lunch, so you
ran towards that mirage, and
now all you see around you is

of-shape.
Declining demand for auto,
white goods etc.
The festering issue of
constructing the Ram Temple
at Ayodhya
National Register – Identifying
the outsiders in the North East
and evicting them.
Kashmir Articles 35 A and 370
Tr a d e w i t h A m e r i c a –

Withdrawal of the Generalized
System of Preferences (GSP) by
Trump.

Not a single Governmentowned company has been truly
privatized; not a single
Government-owned company
has been disinvested in, away
from persisting Government
control.
Though India is still a growthstor y, the fiscal deficit is
widening and exports are
shrinking.
Non-performing assets (NPAs)
of public banks now stand at
$131 billion.
Agricultural subsidy is at an alltime high, largely to do with
placating those involved in a
sector that contributes only 14
per cent to India's gross
domestic product (GDP).

sand. It can take generations to
realise this,” says Anand.
Problems he had staved off
prior to the election which
remain to haunt him
Falling GDP…down to 5.8% in
the last quarter (ending March
2018)
Manufacturing stuck at 18%
instead of the targeted 25% by
now.
Farmers Distress – Making
good on the promise to double
Farmers income
Jobs for the youth when the
NSSO data finally put out
shows unemployment at 6.1%
Banks in bad shape. Now add

A fifth of the yearly government

NBFC to those financially out-

In addition, there is the problem
o f n a t i o n a l s e c u r i t y. T h e
perennial threats from Pakistan
and China, terrorism from
outside, through our porous
borders and internal threats
from Naxalites across a broad
swathe of Central India and
periodic unrest in the NorthEast.
And yet...and this is
characteristic of Narendra Modi;
he has set the bar higher. Postelection 2019 he said “The last
five years, have been utilized
to fulfil an Indian's
requirement; the next five will
be to fulfil his aspiration.”
The first Cabinet Meeting of
Modi 2.0 -Quickly off the mark
Within a day of being sworn in,
the first meeting of the Cabinet
hit the ground running.
The very first file of his new
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term that Modi signed was an
order dedicated to the welfare of
families of those who live and
die to defend the nation.
The scholarship amount was
increased from Rs 2,000 per
month to Rs 2,500 per month for
boys and from Rs 2,250 per
month to Rs 3,000 per month for
girls.

The PM Kisan Samman Nidhi
will now cover around 14.5 crore
farmers and the Government
would now be spending a total
of Rs 87,000 crore as against the
earlier outlay of Rs 75,000 crore.
The scheme would now be
universal for those engaged in
agricultural activity.

A pension scheme worth
Rs 10,000 crore, which will
benefit five crore farmers, was

The Government also approved
a new Pension Scheme, which
assures a minimum monthly
pension of Rs 3,000 to all
shopkeepers, retail traders and
self-employed persons after
attaining the age of 60. The
decision is expected to benefit
more than three crore retail
traders and shopkeepers. All
shopkeepers and self-employed
persons, as well as, retail
traders with GST turnover below
Rs 1.5 crore and aged between
18-40 years can enrol for the
scheme.
Rolling out reforms – 100-day
plans & the Budget
The Reforms Roll-Out Plan is
likely to be in two phases.
 Within 100 days
 With Long-term focus

The ambit of the Scholarship
Scheme was extended to wards
of state police officials who were
killed during terror and Naxal
attacks. So far, it was meant for
personnel of the armed forces,
para-militar y and Railway
Protection Group only.
The Rs 75,000-crore Pradhan
Mantri Kisan Samman Siddhi
(PMKSS) was announced in the
interim Budget under which the
Government decided to provide
Rs 6,000 per year (in three equal
instalments) to an estimated
12.5 crore small and marginal
farmers holding land up to two
hectares
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also announced under the
Pradhan Mantri Kisan Pension
Yojana. Small and marginal
farmers will get a minimum
fixed pension of Rs 3,000 per
month on attaining the age of
60.
The Government will cover a
minimum of five crore small and
marginal farmers in the first
three years which would cost
the exchequer Rs 10,774.5 crore
per annum. The Scheme is a
voluntary, contributory pension
scheme for small and marginal
farmers across the country, with
the entry age of 18-40 years.

Aimed principally at three job
creating sectors
 Construction
 Textiles
 Tourism
Above all the emphasis will be
on fleshing out and
implementing the methods by
which credit flow and private
investments can be speeded
up.
According to ET Magazine the
buzzwords in the coming days
could be agri-business, ease of
living, aspirational districts and
running through it all,
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Recapitalisation of Public
Sector Banks to increase
liquidity and Credit Off take
Since FY16, the Government has
put in Rs 2.5 trillion in PSBs to
capitalise and resolve what is
famously known as the Twin
Balance Sheet problem. The
financial soup in which the
companies, the Banks lent to
were, and the consequent effect
it had on the Banks balance
sheets due to NPAs, go back to
the 2004-12 credit cycle.
aheart-stirring aim; the $5
trillion economy.
Bigger proposals, such as the
building of additional dedicated
freight corridors are likely to be
part of the Budget to be
presented on July 5th,and in what
will sound revolutionary to
Indian ears, allowing private
players in the space business!
An increase in speed across
trains may find place only in the
upcoming Budget, and not in its
100-day plan. The Dedicated
Freight Corridors are necessary
for raising the railways' share of
freight movement from the
existing 25% to 50% by 2032.
The Western (Delhi-Mumbai;
1,504 km) and the Eastern
(Delhi-Kolkata; 1,856 km) are
being built. There is potential for
four more dedicated corridors.
The big-ticket reforms may or
may not find place within the
first 100 days but with America
removing the Generalised
System of Preferences (GSP)

there may be pressure to replace
the Merchandise Exports from
India Scheme (MEIS) with
another WTO - compatible
scheme in its 100-day agenda.
MEIS is an export incentive
scheme valued at Rs 32,000
crore (2018-19) which recently
came under attack from the
international community, as it
does not conform to the
prevailing norms of the World
Trade Organization.

The introduction of the gamechanging Insolvency and
Bankruptcy Code, 2016,helped
Public Sector Banks to recover Rs
1.95 trillion from their stressed
assets over FY18 and FY19, with
another Rs 610 billion recoveries
from a couple of large steel NPAs
likely around the corner.
Though these capital and
recovery initiatives have helped
the Banks to stabilise they are

It's the Economy stupid
Modi inherited an economy
which since the beginning
of this decade has seen high
inflation, high deficits,
weakening currency and
slowing economic growth,
which eventually
manifested into a crippling
non-per forming assets
( N PA s ) p h a s e f o r t h e
banking system in the
second half of the decade.
So, what's he done about
it….
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still short of the kind of growth
capital which is necessary to
help fuel private investment.
There is hope that this kind of
relief may come with the
submission of the Dr. Jalan
Committee report on excess
capital of Reserve Bank of
India (RBI) which is expected
by June 2019. According to
estimates, more than Rs 1
trillion can be transferred to
the exchequer, which in turn
can be used to provide growth
capital to the PSBs. More
importantly, this transfer will
be “fiscal deficit neutral”.
Economy & Business
Key areas for intervention and
action would be:
 A new industrial policy.
I n c e n t i v e s t o p r o m o t e
manufacturing in key
employment generating sectors.
Rationalisation of direct tax

rates and
S p e e d i n g u p o f m e g a -

infrastructure projects across
sectors
In the meantime, in response to
the Prime Minister's Office (PMO)
request there is apparently a
tremendous number of
responses from Central
Government Departments
suggesting a priority list of
game-changing decisions which
can be announced and
implemented within the first 100
days of Modi's second term.
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However, there are certain issues
which brook no delay.
Non-Banking Financial
Companies (NBFCs)
In 2014, the first Modi
Government inherited the
massive problems created by the
Non-per forming Assets of
Banks, what is called the Twin
Balance Sheet problem.
In 2019, while the default of the
Infrastructure Leasing &
Financial Services Limited was
the trigger for the collapse of
confidence among Non -Banking
Finance Companies, a large part
of the problems was created due
to carelessness engendered by
rapid growth, particularly in the
case of Housing Finance
Companies.
Long duration assets were
financed by short duration
liabilities which is, of course,
inherently unsustainable in the
long run. With the collapse of ILF
& S, the funding of the mismatch
by mutual funds abruptly
stopped.

Another default by any large HFC
or NBFC has the potential to
balloon into a much larger crisis
of confidence for the sector,
where many entities now have
balance sheets in excess of
Rs 500 billion. While banks have
RBI as the lender of last resort,
NBFCs do not have recourse to
such systemic arrangements.
While RBI has ruled out any
backstop funding arrangement
for NBFCs, as an immediate nearterm solution, PSBs can step in
and buy out the good portion of
the loan portfolios of the
stressed entities. This will ensure
liquidity for the struggling
entities. Simultaneously, the RBI
and the NHB should undertake
an Asset Quality Review (AQR) of
the Systemically Important (SI)
NBFCs / HFCs.
Where is the shoe pinching?
The intent of the Government
to reduce the cost of capital to
revive the investment cycle is
clear.
Consumer inflation has
averaged 3.5 per cent and in any
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case <4 per cent, the anchor rate
of RBI.
Consumer Price Index (CPI) is
consistently below RBI's target
ceiling of 6 per cent since
September 2014.
Consequently, real interest rates
averaged 300 bps (a basis point
is one hundredth of a percentage)
since September 2014 and is
currently at 425 bps.
Hence, monetary policy is quite

restrictive. Add to it the problems
faced by Public Sector Banks and
credit creation/money supply is
below the long-term averages of
18/15 per cent respectively since
2012.
With important legislative
changes such as the Insolvency
and Bankruptcy Code and
Inflation targeting mandate of
RBI decisively in place, it is
time the Cost of Capital is
substantially lowered to kickstart the animal spirits in the
economy and revive the
investment cycle.
With the slowing of the
consumption cycle, in part driven
by the stressed NBFCs, and lack of
fiscal space to ramp up
Government expenditure, revival
of the private investment cycle
becomes all the more important.

students.
Hi-tech salvation pushing
Software Products
We are a land of IT services but
not many software products.
Despite our humongous talent in
India and abroad, we have no
Google or Microsoft.
With this in mind, the Cabinet
approved the National Policy on
Software Products-2019 with the
aim of increasing India's Global
share of the software products
market by an ambitious ten-fold
by 2025.
The four main missions are:
To nurture 10,000 technology
start-ups in the software product
industr y, which would also
include 1000 start-ups in Tier-II
and Tier-III towns and cities to
generate direct and in-direct
employment for 3.5 million
people by 2025
To create a talent pool for the
sof tware product industr y
through up-skilling of 1,000,000
IT professionals and motivating
100,000 school and college

To "build a cluster-based
innovation driven ecosystem by
developing 20 sectoral and
strategically located software
product development clusters
having integrated ICT
infrastructure, marketing,
incubation, R & D / test beds and
mentoring support”
 A National Software Products
Mission is expected to be set up
with participation from the
Government, academia and the
industry.
For this to takeoff, the software
developed must be given an
opportunity to be deployed in
India and be proven in the home
market –for which Government
departments must work in
tandem in respect of their own
procurement. Consistent and
pro-active measure also need to
be taken to bring back Indian
start-ups, which prefer to move
off-shore simply because it is
easier to do business that way.

The Government under pressure
to control fiscal deficit, coupled
with a tight monetary policy
means India is running both and
fiscal and monetary policies
counter-cyclically in an economy
under duress. The Finance
Ministry and the RBI have to work
together to address this issue.
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Code on Industrial relations ran
into a road-block with the Labour
Ministr y withdrawing two
controversial proposals. One was
to allow factories with up to 300
employees to retrench workers
and shut down without seeking
Government permission, up from
100 workers now. Another was a
proposal that trade union office
bearers in a unit had to be
employed there.
Will key labour reforms as above,
fare better in Modi 2.0, than Modi
1.0. We have to wait and watch.
Labour Reforms

Most relevant to MSMEs is the
Small Factories (Regulation of
Employment and Conditions of
Services) Bill, 2014, under which
all factories employing less than
40 workers were to be brought
under a common regulator y
regime to exempt them from 14
central labour laws.
The bill was floated by the labour
ministry in October 2014 on the
recommendation of the Second
National Commission on Labour in
2000. Three years later, by January
2018 the Government apparently
decided that no special
concessions need be given to
micro, small and medium
enterprises at the cost of workers'
rights.
Other initiatives include
governance reforms through use
of e-governance measures and
legislative reforms by simplifying,
amalgamating and rationalizing
the existing labour laws into 4
Labour Codes.
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Code on Wages Bill Seeks to
empower the Centre to set a
minimum wage across sectors that
the States will have to abide by. It
also aims to streamline the
definition of wages by
amalgamating four related
statutes-the Minimum Wages Act,
1948, the Payment of Wages Act,
1936, the Payment of Bonus Act,
1965 and the Equal Remuneration
Act, 1976.

During Modi 1.0, India launched
an ambitious Make-in-India
programme, which sought to
localise parts of the manufacturing
process and reduce India's import
dependence, at the same time
boost export earnings.

Code on Social Security &
We l f a r e B i l l p r o p o s e d a
comprehensive system to provide
retirement, health, old age,
disability, unemployment and
maternity benefits to the country's
500 million workers, including
farm labour.

Some interesting projects have
taken off in the defence and auto
sectors, parts of the mobile
manufacturing value chains have
been Indianized and even driver
less trains exported to Sydney,
Australia. But there is a lot more to
do.

Code on Occupational safety,
health and working conditions
proposes to make the workplace
free from hazards that can cause
injury or disease and ensure
dignity and well-being at the
workplace. It also makes it
mandatory for establishments
with 10 or more employees to give
each one an appointment letter.

America and China are now in the
middle of a nasty trade war, which
may be more about who remains
top dog in the world. Neither side
has shown any intent of backing
down from their respective
positions in the bruising tariff and
banning war. India can make use
of this wedge to boost exports to
both the USA and China.

Make-in-India Opportunity

The progress has been mixed.

COVER STORY
The Government should look at
promoting the two defence
corridors in Tamil Nadu and in
U t t a r Pr a d e s h . A l l o f f s e t
production and fulfilment can
be moved to the two corridors,
where the respective States
have promised to simplify
processes and procedures to
attract fresh investment.
Labour reforms, the completion
of the dedicated freight
corridors, improved power
availability, higher ranking in
ease of doing business,
infrastructure development
such as highways, ports,
airports, inland waterways,
de-bureaucratisation and
simplification of policy in
practice, are all likely to give
Make-in-India a huge boost in
Modi 2.0.
The Chikermane Headwinds
In an interesting article Gautam
Chikermane points out six
headwinds, excerpted here,
which he says will last
throughout Modi 2.0.
1. Unpredictable global
economy

including the world's fastestgrowing large economy India,
will fall. China will attempt to
seek out new markets, of which
India is one of the largest. On its
part, India too will need to make
hard choices, both
internationally as well as
domestically.
2. Chinese encirclement

China's encirclement of India,
from Pakistan and Bangladesh
to Myanmar and Thailand will
continue. Somewhere, Sri
Lanka, Nepal and Maldives will
create spaces for tension
between Asia's two powers.
The strategic ball is in China's
court - how it behaves with
India will determine how India
reacts and builds relationships
with the US and the EU in the
West, and Japan, South Korea

and Australia in the East. China
will need to back off from its
aggressive stance and readjust.
In his welcome note to Modi, Xi
said he hoped to take the IndiaChina ties to new heights.
3. Oil price uncertainty
Expectations about US President
D o n a l d Tr u m p e x t e n d i n g
exemptions on oil purchases to
India ended with the US
designation of Masood Azhar as
a global terrorist. In a straightforward transactive stance,
Trump has made the US position
clear: Azhar for Iran. The price of
oil is expected to rise, following
the end of supply pipelines from
Iran. In Season 1, Modi
benefitted from low oil prices; in
Season 2, he will need to brace
up for rising prices.
4. Pakistan's terror factories
may restart production, a
coup is not impossible.
Unless, the sun starts to rise
from the North, we have little
confidence that the deep state
of Pakistan will reform its stance
on terror. Thus, Pakistani Prime

To expect that the US-China
trade war will not impact the
Indian economy is wishful
t h i n k i n g . To g e t h e r, t h e y
command close to two-fifths of
the $80 trillion world GDP.
Irrespective of which side of this
war nations stand, and
whichever way they lean, all
will be hurt in the short term.
Growth rates across the world,
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Minister Imran Khan's message
congratulating Modi and
working with him for “peace,
progress and prosperity” rings
hollow…only visible and
verifiable actions against
Pakistani terror can salvage his
words.
Pakistan's impending economic
implosion following the harsh
IMF conditions for a pathetic $6
billion bailout will express itself
politically through terror...
Further, there is a risk of the
collapse of the civilian
Government through another
military coup. Modi needs to be
ready for this.

Centre-State relations and the
Reserve Bank of India, the past
five years have seen every
discussion, difference of opinion
or discord between the
Government and institutional
pillars of India's democracy
come under the allegation that
Modi has destroyed them.
Unless the political narrative
changes to one that offers a
better alternative, these
allegations will continue. But
since the political credibility of
these barbs has been dismissed

As Anand Ranganathan,
Scientist & Political
commentator says, “the fakir
will be fighting this term for our
survival, not his. The first term
was for ensuring he does not
leave early; the second would
be to ensure he leaves a mark”.
If people give Modi credit for
an incredibly smart election
campaign, give yourselves a pat
on the back too.
You have given him a stunning
majority and mandate leaving

5. Toxic political discourse
will continue
Whatever the new Government
now does, howsoever useful it
be, the toxicity of political
discourse is here to stay. We
have seen manipulation of facts,
events and incidents turned into
headlines over the past five
years. Change, if any, will come
from politics. From the new
Government's side by not
allowing the discourse to be
lowered, either by functionaries
or by followers. And from the
Opposition's side by building a
narrative that is positive in
direction, nationalist in essence,
and Indian in soul.
6. Allegations of institutional
destruction to continue
From the Comptroller General of
India and the Election
Commission of India to the
Central Bureau of Investigation,
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by the people, perhaps they
have outlived their utility.
What can Indians expect?
We have a crucial and nervous
decade ahead for India.
We need peace and stability to
make good on our economic
promise to become a great
power.

him no excuse whatsoever.
The Indian voter, literate or
illiterate, urban or rural has
chosen the best candidate in the
circumstances to lead India in
this crucial decade- India's Man
of Destiny-Narendra
Damodardas Modi.
Now he must perform!

BANKING

BY DHARMU VANJANI

We have come a long way…

Of This and That...
Most MSMEs face some problem
or the other with Banks. Most of
them put up with it because they
think they don't have enough
time to seek redressal.
Most often the problem is that
they have very little idea of the
redressal system which is easily
available to them for the
resolution of their grievances.
Here are the simple steps you
need to take to solve your
problems with the Bank.
Step 1: Complain to your Bank
All Banks have a Grievance Cell.
So, a complainant can visit the
Bank and meet the officials
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personally to sort out the issue.
Banks also have a dedicated,
toll-free customer care number,
which you can use to lodge your
complaint and get a complaint
ID. You can also register a
complaint on the Bank's website.
E-mails can also be sent to the
Service Quality Department in
public-sector Banks. This is an
exclusive unit, dealing with
customer grievances and
headed by an executive of the
rank of General Manager. The
complaints posted directly on
the Bank's website are also
resolved by this department.
Some Banks have begun or are in
the process of starting a real-

time monitoring system for the
complaints received centrally
through the Customer
Relationship Management
(CRM), which is set up in all
branches.
Once the complaint is lodged,
the customer needs to wait for
30 days for the Bank to offer a
solution or give a suitable reply.
Step 2: Approach the Banking
Ombudsman
An Ombudsman is an official,
usually appointed by
Government, who investigates
complaints (usually lodged by
private citizens) against
businesses, financial institutions

BANKING
or Government Departments or
other public entities, and
attempts to resolve the conflicts
or concerns raised.
If your Bank does not address
your complaint within a month,
you can approach the Banking
Ombudsman. This is a senior

official appointed by the Reserve
Bank of India to redress customer
complaints against deficiency in
banking services, as per its
Scheme introduced in 1995.
All Scheduled Commercial
Banks, Regional Rural Banks and
scheduled Primary Co-operative
Banks are covered under the
scheme. So far, there are 15
ombudsmen, whose offices are
located mostly in state capitals.
The ombudsman tries to effect a
legally binding settlement,
between both the parties within
a month.
However, if a settlement is not
possible, it will pass an Award
after allowing both the parties to
present their cases to the
ombudsman.

Types of grievances
1.When the Scheme was
introduced, it addressed only
complaints such as non-payment
or delayed payment of cheques
and drafts, and services such as
remittances.

2.However, in the ensuing years,
the scope has widened toinclude
grievances relating to plastic
money, unfair banking practices,
levying of ser vice charges
without prior intimation,
transactions on the Internet
banking platform, and the like.
Deficiency in service with respect
to loans and advances, delays in
sanctioning/disbursing loans
and non-acceptance of loan
applications without a valid
explanation, are also valid
grounds for complaint.
For a complete list of the types of
complaints you can take up
under this scheme, called the
Banking Ombudsman Scheme,
2006 are as follows:

1.Any person may file a
complaint with the Banking
Ombudsman having jurisdiction
on any one of the following
grounds alleging deficiency in
banking including internet
banking or other services.

(a) Non-payment or inordinate
delay in the payment or
collection of cheques, drafts,
bills etc.;
(b) Non-acceptance, without
sufficient cause, of small
denomination notes tendered
for any purpose, and for
charging of commission in
respect thereof;
(c) Non-acceptance, without
sufficient cause, of coins
tendered and for charging of
commission in respect thereof;
(d) Non-payment or delay in
payment of inward remittances;
(e) Failure to issue or delay in
issue of drafts, pay orders or
bankers' cheques
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(f) Non-adherence to prescribed
working hours;
(g) Failure to provide or delay in

(l) Non-adherence to the
instructions of Reserve Bank on
ATM /Debit Card and Prepaid
Card operations in India by the

ii Charging of Annual Fees on
Cards issued free for life
iii. Wrong Billing / Wrong Debits
iv.Threatening calls/
inappropriate approach of
recovery by recovery agents
including non-observance of
Reserve Bank guidelines on
engagement of recovery agents
v. Wrong reporting of credit
information to Credit
Information Bureau.
vi.Delay or failure to review and
correct the credit status on
account of wrongly reported
credit information to Credit
Information Bureau.

providing a banking facility
(other than loans and advances)
promised in writing by a bank or
its direct selling agents;
(h) Delays, non-credit of
proceeds to parties' accounts,
non-payment of deposit or nonobservance of the Reserve Bank
directives, if any, applicable to
rate of interest on deposits in any
savings, current or other account
maintained with a Bank;
(i) Complaints from NonResident Indians having
accounts in India in relation to
their remittances from abroad,
deposits and other bank- related
matters;
(j) Refusal to open deposit
accounts without any valid
reason for refusal.
(k) Levying of charges without
adequate prior notice to the
customer.
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Bank or its subsidiaries on any of
the following:
I. Account debited but cash not
dispensed by ATMs

vii. Others

ii. Account debited more than
once for one withdrawal in
ATMs or for POS transaction

(n) Non-adherence to the
instructions of Reserve Bank
with regard to Mobile Banking /
Electronic Banking service in
India by the Bank on any of the
following:

iii. Less / Excess amount of cash
dispensed by ATMs

i. Delay or failure to effect online
payment / Fund Transfer,

iv. Debit in account without use
of the card or details of the
card

ii. Unauthorized electronic
payment / Fund Transfer,

v. Use of stolen/cloned cards
vi. Others (m) Non-adherence by
the Bank or its subsidiaries to
the instructions of Reserve
Bank on credit card
operations on any of the
following:
I. Unsolicited calls for Add-on
Cards, insurance for cards etc.

(o) Non-disbursement or delay in
disbursement of pension (to the
extent the grievance can be
attributed to the action on the
part of the bank concerned, but
not with regard to its
employees.)
(p) Refusal to accept or delay in
accepting payment towards
taxes, as required by Reserve
Bank / Government;

BANKING
A complaint on any one of the
following grounds alleging
deficiency in Banking service in
respect of loans and advances
may be filed with the Banking
Ombudsman having jurisdiction:
(a)Non-observance of Reserve
Bank Directives on interest rates;

(q) Refusal to issue or delay in
issuing, or failure to service or
delay in servicing or redemption
of Government securities;

by Banks with regard to
following:
i. Improper, unsuitable sale of
third-party financial products

(r) Forced closure of deposit
accounts without due notice or
without sufficient reason;

ii. non-transparency / lack of
adequate transparency in sale

(s) Refusal to close or delay in
closing the accounts;

iii.non- disclosure of grievance
redressal mechanism available

(t) Non-adherence to the fair
practices codes as adopted by
the Bank;

iv.delay or refusal to facilitate
after sales service by banks

(u) Non-adherence to the
provisions of the Code of Bank's
Commitments to Customers
issued by Banking Codes and
Standards Board of India and as
adopted by the Bank;

(x) Any other matter relating to
the violation of the directives
issued by the Reserve Bank in
relation to Banking or other
services.

(b)Delays in sanction,
disbursement or nonobservance of prescribed time
schedule for disposal of loan
applications;
© Non-acceptance of
application for loans without
furnishing valid reasons to the
applicant; and
(d)Non-adherence to the
provisions of the fair practices
code for lenders as adopted by
the Bank or Code of Bank's
Commitment to Customers, as
the case may be;
(e)Non-observance of Reserve
Bank Guidelines on engagement
of recovery agents by banks; and
(f)Non-observance of any other

(v) Non-observance of Reserve
Bank Guidelines on engagement
of recovery agents by Banks;
(w) Non-adherence to Reserve
Bank Guidelines on parabanking activities like sale of
insurance /mutual fund /other
third-party investment products
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Legal route
If you are not happy with the
settlement offered by the
Ombudsman, you can file an
appeal before the Appellate
Authority within 30 days.
direction or instruction of the
Reserve Bank as may be specified
by the Reserve Bank for this
purpose from time to time.
The Banking Ombudsman may
also deal with such other matter
as may be specified by the Reserve
Bank from time to time in this
behalf.
Lodging a complaint
You have to file the complaint at
the office of the Ombudsman
under whose jurisdiction your
Bank branch is located. The
grievances relating to credit cards
and other types of services with
centralised operations are to be
filed with the ombudsman in
whose territorial jurisdiction the
billing address of the customer is
located.
You can put it down on a plain
paper, send an e-mail, or fill the
complaint form on the RBI
website.
There are no charges for filing a
complaint.

Grounds for rejection
The ombudsman can reject a
customer's complaint if he has not
approached his Bank for grievance
redressal first, or if the subject is
pending for disposal, or has
already been dealt with at any
other forum, such as a court of law
or consumer court. Also, the
complaint will not be considered if
more than one year has passed
since the customer has heard from
the Bank, or 13 months since the
date of representation to the Bank.

The Appellate Authority in this
case is the Deputy Governor of the
RBI. Alternatively, you can
approach consumer redressal
forums, which take up Bank related complaints, or even the
courts.
[source: The Banking Ombudsman
Scheme 2006 Notification Ref.
Cepd. Prs. No. 6317
/13.01.01/2016-17 Dated June
16, 2017]
(Dharmu Vanjani is the Chief
Executive Officer of S.S. Natu
Plastics & Metals Pvt. Ltd., a

Compensation limit
The Scheme caps the amount of
compensation that can be doled
out to Rs 10 lakhs or actual loss
suffered, whichever is lower.
The ombudsman may choose to
award the compensation, not
exceeding Rs 1 lakh, to the
complainant for mental agony and
harassment. However, so far, this
has been limited to complaints
regarding credit card operations.

100% Export Oriented Unit (EOU)
company manufacturing
brushless motors. The above
article is the outcome of several
brushes he has had with Bankers
levying unjustified exorbitant
charges and other deficiencies of
service.)
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CAN BLOCKCHAIN REVOLUTIONIZE
INTERNATIONAL TRADE?
In a very interesting article,
Main streaming blockchains in
global trade which appeared in
the Hindu Business Line dated
April 12 2018 K.V. Tirumala has
outlined how with the Trade
Receivable Discounting (TReDS)
in place India could be a global
leader in this field.

transforming it (encrypting it)
into an unreadable format,
called cipher text. Only those
who possess a secret key can
decipher (or decr ypt) the
message into plain text....
Cryptography is used to protect
e-mail messages, credit card
information, and corporate

What is Blockchain?

data] techniques.

Blockchain is a:

It is a continuously growing list

Digital record of transactions

or ledger
Decentralized i.e. No single

of records, which are combined
in “blocks” that are then
“chained” to each other using
cryptography – hence the term
“blockchain ”.

entity controls the network
Distributed i.e. Records are

shared with all participants
Transactions are stored in a
highly secure, verifiable and
permanent manner
 It uses cryptography [The art

of protecting information by
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Transactions are shared,
verified and validated on a peerto-peer basis, blockchain can
operate without the need for a
central authority or trusted
intermediaries.

Information, once added to a
blockchain, is time-stamped

and cannot easily be modified.
Blockchain Application in
TReDS
One example of block chain
application in mainstream
commerce in India is the Trade
Receivable Discounting System
(TReDS) guidelines of the RBI,
which has set up a system to
ease the liquidity crunch for
MSMEs by way of bill/invoice
factoring in the financial market
for supplies made to big
corporates.
If an MSME supplies to a big
company and gets paid after
say, three months it suffers a
liquidity problem. Now there is
a solution for it through the
TReDS platform as the MSME
can upload the digitally signed
invoice after the supply is
made. The Purchasing
Company gets a window of say
two days' time to approve the
invoice online, thus confirming
the authenticity of the supply
and its commitment to make
payment of the invoice within 3
months.
The approved invoice can now
be factored on the platform,
through auction, by financial
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intermediaries like
Banks/NBFCs. For example, a
Bank may buy the invoice at a
discount and pay the money to
the MSME, thus providing it
with immediate liquidity. The
actual payment would be
realised by the Bank after three
months from purchasing
Company.
TReDS – A forerunner for
blockchain to revolutionise
international trade
A very simple way of thinking
about it is that all parties to the
transaction are on the same
page or platform (TReDS) with
equal access to information and
transparency which inspires
trust in the system.

First, maintaining anonymity of
invoice raiser is easier. Second,
cross trading across multiple

platforms is possible without the
fear of double invoicing. It
makes the entire chain secure,
anonymous, and verifiable at
the same time.
TReDS is one of the early
examples of implementation of
Blockchain in real commerce. If
the technology and
infrastructure are set up
correctly there is no reason why
t h e w h o l e p a p e r- b a s e d
international trade transactions
shouldn't be moved onto
something based on DLT.
Types of Blockchain
1.Public v/s Private

b) Private: The permissions to
validate and write data onto the
blockchain are controlled by one
entity which is highly trusted by
the other users, and participants
are identified.
2.Permissionless v/s
Permissioned.
a ) Pe r m i s s i o n l e s s : I s a
blockchain that is open to
anyone with a computer, with
no restrictions imposed on who
can access the platform and
validate transactions.
b) Permissioned: Is a blockchain
in which access is restricted,
access can be restricted at
various levels.

a)Public:No specific
entity/entities manage(s) the

platform, transactions are public
and individual users can
maintain anonymity.
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Business to Government (B2G) and National Inter-Agency Co-ordination
1.Decentralized and distributed nature of Blockchain

B2G and National Inter-Agency Co-ordination
1. Certificates and licensing
Certificate

Traditional System

Blockchain based System

Phytosanitary Certificates

Shipments cannot be split
and sent under a single
certificate. Exporters
wishing to split their
shipment need to go back
to the agency having
issued the certificate and
request a replacement
certificate.

With Blockchain-based system linking
transactions to previous ones in a secure and
trusted manner, it's unlikely that a replacement
certificate will be necessary if goods are sent to
the same destination, greatly helping both
traders and certifying agencies–provided that
the regulatory framework can be adjusted to
permit this.

Storing an import or export Trouble of having to keep It would save the importer or exporter the
licence
the permit in a safe place to trouble of safe-guarding the permit and also
avoid losing it
allow customs authorities to easily check the
authenticity and validity of the permit.
Fake Permits

42 TISA - JUNE 2019

Possible

The use of a smart contract could even allow
parties to go automatically render an import
/export permit invalid upon expiry, which could
help fight fraud and avoid situations where old
permits are recycled to smuggle imports.

TECHNOLOGY
B2G and national inter-agency
coordination
3.Release and customs
clearance of goods

Optimize risk assessment: As Customs documents are
submitted via the system, they
would be immediately and
automatically analysed and
assessed on the basis of predetermined selectivity criteria

e-commerce goods from these
companies, share information in
real time, generate automated
import customs clearance report
to authorities, and prevent fraud
and smuggling.
2.Revenue Collection and
accuracy of trade data
•Smart contracts could be
encoded based on applicable
legal and regulatory
requirements to allow the
automatic payment of customs
duties according to an “if...
then... formula”, e.g.
“if” the goods arrive at the
customs terminal on the
importing side, “then” payment
of duties is automatically
processed.

•Submit requests for advance
rulings:- Rulings, once issued,
would be securely stored on the
blockchain, in a permissioned
ledger, and remain accessible at
all times by authorized
stakeholders, including all
customs offices located in the
territory, throughout the validity
period of the ruling, thereby
facilitating the release and
clearance process.
•Facilitate pre-arrival
processing:Processing prior to the arrival of
the goods and expedited release
of goods, as the required data
can be shared on the ledger in
real time.

encoded in a smart contract.
Consignments meeting the
selectivity criteria would be
automatically flagged.
Example:
In May 2018, the Korean
Customs Service, announced the
development of a blockchainbased customs platform to
facilitate e-commerce customs
clearance.
The Republic of Korea's
customs authority signed a
memorandum of understanding
with e-commerce companies to
test the technology to accelerate
customs clearance of

•For example, an oracle could be
programmed to monitor a truck
equipped with sensors and
trigger payment of duties when
the truck crosses the border.
•Blockchain applications could
also permit intermediaries to
collect duties and taxes on
behalf of Governments and to
transfer them automatically to
respective authorities using
smart contracts.
It could prove useful in the case
of low value shipments related,
for example, to e-commerce.
Finally, the use of Blockchain to
register tariffs imposed on
imports could help improve the
accuracy of trade data and
statistics.
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Potential benefits of
blockchain in the
transportation and logistics
sector
•Track ships and trucks

2.It has 9 Banks and covers 11
E.U. countries. Traders register
on the platforms via their Banks.
3.Importers and Exporters can
then record their transactions
on the platform after having

on open account terms or via a
Bank Payment Undertaking
(BPU), i.e. a Bank Guarantee of
payment.
6.The platform completed its
first live operations in July 2018,
involving twenty companies
and five major banks.
Impact on Businesses
1.Cost Reduction
2.Time Reduction
3.Orientation towards
technology
4.Less opportunity for
Intermediaries

•Optimizing loading capacity
•Reducing administrative and
coordination costs
•Increasing transparency in
prices, ownership and in the
entire transportation chain
•Accelerating payments
through the use of smart
contracts

agreed on the terms of their
contract (goods concerned,
price, payment terms,
settlement conditions etc).
4.A smart contract provides
guarantee of payment and
automatic settlement when the
conditions determined between
the parties are met.
5.Payments can either proceed

•Enhancing security and
reducing fraud
•Simplifying claim settlement
by creating an immutable
record of freight.
Blockchain in Finance
1.We.trade is a blockchainbased “Bank-centric Platform”
built on the Hyper ledger Fabric.
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5.More opportunity for Techsavy people
Reduction in transaction
costs: •Automate processes
•Information added to the
blockchain can be automatically
screened on the basis of
conditions defined in a smart
contract

TECHNOLOGY
•Information can be easily
tracked and audited
•The immutable nature of the
technology facilitates the
verification of individuals'
identity and of the financial
records of companies.
•Block chain's decentralized
nature enables multiple entities
to coordinate actions in real
time and in a fully transparent
and secure manner.
In a recent study, blockchain
technology in investment banks
could bring 30 per cent
savings by establishing more
efficient processes and
improving transparency and
compliance
•Blockchain technology for
trade-related processes,
including import and export
procedures, and procedures to
obtain licenses and certificates,
could generate considerable
savings, with benefits split
among the agencies involved –
because less time and fewer
resources would be required to
administer requests – and
traders – would gain time and
save money as a result.

with paperwork. According to
IBM, digitalization of the
process could save up to 15 per
cent of the cost of
international maritime
transport, and going entirely
digital could save shipping
carriers about US$ 38 billion per
year.

4.More opportunity for Techsavy people: To implement Block Chain you

2.Time Reduction: -

need people, who are tech savy
as documentation itself is
online. All the intermediaries
will have a better role to play as
“Domain experts & knowledge
partners”. In other words, new
opportunities will emerge.

With these technological

When it comes to international

changes transformation of
information would be extremely
fast. It is possible to convey
critical information by using
mobiles, which means
limitation of space & time
(specific office: - DGFT, Customs,
Company) is completely
removed.

trade, two further institutional
arrangements need to be put in
place.

3 . L e s s o p p o r t u n i t y f o r

Intermediaries: Most of the intermediaries
primarily help creation &
movement of paper work. The
role of such intermediaries
would be minimum as there is
no physical movement of paper
in the new system.

They are:
(a) International arrangement to
give sanctity to DLT-based
transactions through common
agreement or laws and
(b) Physical infrastructure for
DLT including the system
architecture and configurations.
Opportunities for MSMEs
Blockchain opens up new
opportunities for Micro, Small
and Medium-sized enterprises
(MSMEs) and small producers
from developing countries.

•Significant savings can also be
expected in the shipping
industry, a sector that transports
around 90 per cent of goods
traded internationally.
IBM calculated that moving a
container of avocados from
Mombasa to Rotterdam costs
approximately US$ 2,000, of
which US$ 300 were associated
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Blockchain could be a powerful
tool to facilitate MSMEs'
participation in international
trade, by facilitating access to
trade finance, facilitating trade
procedures, and reducing trade
costs. It could help to lower
barriers to entry, making it
easier for small companies and
producers to participate in
international trade.
However, these opportunities
can only be realized if small
firms and producers have the
right technical skills and enjoy
adequate internet access.
Addressing the digital gap –
both in terms of access and
bandwidth – is therefore of key
importance.
I n a d d i t i o n , l i k e a n y
innovation, Blockchain carries
with it the risk of disrupting
some sectors and categories of
workers. Opportunities and
benefits may not be equally
shared.

Can India take the lead?
We have proved with TReDS
that we have the ability to push
it. India could become a leader if
we take the initiative at block
chaining the entire gamut of
international trade transactions.
It might indeed be a 21st
century issue that India might
like to discuss at the WTO.
In May 2018 Infosys set up India
Trade Connect, a blockchainbased trade network in India, in
partnership with seven lenders,
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including Axis Bank, ICICI Bank,
IndusInd Bank and RBL Bank.
The other partner banks include
Kotak Mahindra Bank, South
Indian Bank and Yes Bank
The network is designed to
digitise trade finance business
processes, including validation
of ownership, certification of
documents and making
payments, while working on a
distributed, trusted and shared
networkto create new business
opportunities for participating
banks, while eliminating the
inefficiencies in the existing
trade processes and enabling
ever yone involved in a
transaction to have a single
source of the truth.
On 28-3-2019, Commerce
Secretary, Dr. Anup Wadhawan,
launched blockchain based
coffee e-marketplace in New
Delhi. Speaking on the occasion
he said that this pilot project will
help integrate the farmers with
markets in a transparent
manner and lead to realisation
of fair price for the coffee
producer. Dr. Wadhawan said
that the blockchain will also
reduce the number of layers
between coffee growers and
buyers and help farmers double
their income. The project was
activated simultaneously by Mr.
Jose DausterSette, Executive
Director, International Coffee
Organisation's (ICO) from
Nairobi, Kenya. Rahul Chhabra,
India's High Commissioner to
Kenya was also present.

The Coffee Board on Thursday
launched the pilot of the
country's first blockchain-based
marketplace app for trading in
Indian coffee, aimed at getting
growers better returns by
removing myriad middlemen.
Maybe its time, we in India
woke up and smelled the
Blockchain Coffee!

This article is substantially based
on the presentation “Future of
International Trade” made by
Sudhakar Kasture, Director, Exim
Institute, a division of Helpline
Impex Pvt. Ltd. at the Thane
Small Scale Industries
Association with a Masters in
Foreign Trade he has 42 years'
experience in the field of Exports
& Imports. He can be contacted
at sk@helplineimpex.co.in.
Mr. K asture expresses his
heartfelt gratitude for the
publication by WTO 'Can
Blockchain Revolutionize
I n t e r n a t i o n a l Tr a d e ' b y
Emmanuelle Ganne, the study of
which has helped him present
the subject.
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ALTERNATIVE DISPUTE RESOLUTION
- TSSIA OPENS THE DOOR Sumeet Sharma
Ask almost any MSME
entrepreneur about his
experience with the legal jungle
in India and he will pour out his
woes. At the end of it, the
following things will become
clear. It consumed an enormous
amount of time and attention. It
was frightfully expensive. All
clarity ceased with the filing of
the case. Beyond that it was like
being swept away in a flood of
incomprehensible legalese,
endless adjournments and
finally the feeling of being
cheated; that justice was not
done.
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Entrepreneurs, among others,
have always asked if there is not
a simpler, easier, less-expensive,
more comprehensible, more
credible and quicker way of
obtaining justice. A simple
solution to the disputes we often
face in business.
Well, the good news is that,
there is such a solution. Brought
to you by your own fellowentrepreneurs of the Thane Small
Scale Industries Association
(TSSIA).

The solution is Alternative
Dispute Resolution (ADR)
Civil court lawsuits and trials are
the traditional method for
resolving disputes. However,
concerns about court congestion
and delays, rising litigation
costs, and the negative
psychological and emotional
impact of litigation have
increased the use of alternative
dispute resolution (ADR)
techniques.
Arbitration is one of the more
frequently used ADR processes.
For anyone considering the use

LAW
of arbitration, it is important to
understand how the process
works.

Arbitration agreements
generally provide a means for
selecting the arbitrator or panel
of arbitrators:

The Benefits of Arbitration
Arbitration is the most desirable
formal alternative to litigation.
In this process, the disputing
parties present their case to a
neutral third party, who renders
a decision. Arbitration is widely
used to resolve disputes in both
the private and public sector.

·The format of the hearing.
·The procedural and evidentiary
rules to be used, and
·The controlling law.
If these details are not provided
for in the contract, the parties
may seek assistance from
agencies that administer
arbitrations.

Traditional Arbitration Model
Under the traditional arbitration
model, parties voluntarily
participate in the arbitration
process. Their participation may
be the result of a pre-existing
contractual provision or an
agreement that occurs after the
dispute has arisen.

In most jurisdictions, the format
for arbitration is similar to a trial.
The parties make opening and
closing arguments, present
testimony and witnesses, and
offer documents. The
evidentiary rules, however, are
not applicable.
Forms of Arbitration
Voluntar y Arbitration and
Compulsory arbitration have
both grown in India particularly
in the areas of commercial
disputes; Court-guided
arbitration has become
compulsor y for certain
categories of civil cases.

Arbitration is generally
considered a more efficient
process than litigation because
it is quicker, less expensive, and
provides greater flexibility of
process and procedure.
The parties often select the
arbitrator and exercise control
over certain aspects of the
arbitration procedure.
Arbitrators typically have more
expertise in the specific subject
matter of the dispute than do
judges. They may also have
greater flexibility in decisionmaking.

whether they believe the
dispute can be resolved by
arbitration. If the parties agree
they
can then select an
arbitrator or panel of arbitrators.

TSSIA ARBITR ATION,
MEDIATION, CONCILIATION
AND ALTERNATE DISPUTE
RESOLUTION CENTER - TAC

The Arbitration Process
Typically, a party initiates the
arbitration process by sending
the other party a written
demand for arbitration. The
demand generally describes the
parties, the dispute, and the
type of relief sought.
The opposing party usually
responds in writing, indicating

It is to have a credible
alternative that TSSIA has set up
the TAC Arbitration, Mediation,
Conciliation and Alternate
Dispute Resolution Centre (TAC)
located at Thane, India. Both
TSSIA and the TAC are Not-ForProfit Institutions.
For those not familiar, the Thane
Small Scale Industries
Association is a premier
Chamber of Commerce & Trade
founded in Thane, Maharashtra,
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the original heartland of India's
industrial might, to represent
MSMEs. TSSIA has a
membership strength of over
2000 industries and is affiliated
to COSIA, which has over 50
affiliated trade and industry
associations.
Realizing the acute need for
Institutional Arbitration with
fixed cost and time-bound
schedule of proceedings, as well
as, the need for other means of
dispute resolution mechanisms
for early settlement, TSSIA
embarked upon the initiative of
establishing a comprehensive
Arbitration, Mediation,
Conciliation and Alternate
Dispute Resolution Centre.
This is in line with the provisions
contained in its Constitution, for
the purpose of speedily
resolving conflicts or disputes,
informally and confidentially,
without going to courts, at very
reasonable/ affordable costs.
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The Centre is located at the
TSSIA Premises at Wagle Estate,
Thane, Maharashtra, the
original industrial and
manufacturing hub of
Maharashtra. The TAC is spread
over an area of about 1,000 sq.
f t. and offers arbitration,
mediation, conciliation and fully
administered dispute resolution
services, upholding the highest
standards in the domestic and
international arena.
With TSSIA's rich legacy, the
Centre brings to the table over
40 years of experience of
assisting industries and yet it
remains remarkably apolitical
and neutral.

have been recognized
worldwide.
The laws and courts in India
support Alternate Dispute
Resolution Services. India is a
signatory to the New York
Convention. The Statute and
Rules of TAC Arbitration,
Mediation and Dispute
Resolution Centre are based on
UNCITRAL laws to suit both
domestic and international
standards.

TSSIA ADR Center and
International Arbitration

There are no consistent quality
standards or regulation for
alternate dispute resolution
providers. TAC Arbitration,
Mediation and Dispute
Resolution Centre aims at
establishing and sustaining
such quality standards.

India is growing as a major
player in the global economy
with a nominal GDP close to
$2.972 trillion. Its economic
strength and human resources

It is our mission to provide wellequipped commendable
Alternate Dispute Resolution
Services to business entities
throughout the world.

LAW
The Centre welcomes all
domestic and international
business entities to avail its
services.
Why choose TSSIA – Alternate
Dispute Resolution Center
TAC?
The Centre aims at providing the
full spectrum of alternate
dispute resolution services,
from arbitration to
mediation and
conciliation. Options range
from standalone
arbitration and mediation /
conciliation processes, to
various combinations of
the same.
The Centre is the only
Institutional Alternate
Dispute Resolution
ser vices provider; to
provide for a Code of
Conduct, both for the
arbitrators, as well as, for the
parties and their
representatives, thus ensuring
the highest standards of
integrity, transparency and
neutrality in functioning.
Cost effective, time-efficient

process, with reasonable
Arbitrator's fees.

Panel of Arbitrators with

specialized domain knowledge.
Panel consists of both national
and international experts to
resolve complex matters.
Flexibility in the addition of a

new Arbitrator, Conciliator /
Mediator depending on the
case need or urgency of the
matter or after consultation
with the parties.

Fast- Track summary procedure
available for small claims and
disputes arising from written
contracts involving few issues.
Provisions for Emergency
Arbitrators and speedy interim
orders for protection of subject
matters in dispute can be
obtained without resorting to
Court proceedings.

 Systematic processes and

flexible procedures.
Parties' privilege to select

Arbitrator from a Panel.

The Centre assures the
maintenance of the quality and
neutrality of the dispute
resolution process.

Arbitration Panel
The Centre has a panel of
arbitrators who are either
having substantial experience in
the field of arbitration or are
sufficiently trained in
arbitrations.
The Centre has its own
mechanism to check their
credentials, impartiality and
educational background. TAC
arbitrators are selected from
experienced professionals,
domain experts and business
leaders. While appointing
arbitrators in International
arbitration matters, the
Centre gives an opportunity
to people with expertise in
substantive law chosen by the
party. The Centre also
periodically conducts
workshops to train & empanel
arbitrators and legal advisors.
The TSSIA ADR Centre (TAC) is
established by the Thane Small
Scale Industries Association for
the purposes of propagating
Alternate Dispute Resolution
methods to assist primarily
SMEs in resolving their
commercial disputes.
The TAC does not itself resolve
disputes; it administers the
resolution processes, including
constituting Arbitral Tribunals in
accordance with the various
rules framed by it.
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To begin with…
TAC recommends to all parties
desirous of making reference to
arbitration by the TAC, the use of the
following arbitration clause in
writing in their contracts:
"Any dispute or difference
whatsoever arising between the
parties out of or relating to the
construction, meaning, scope,
operation or effect of this contract or
the validity or the breach thereof
shall be settled by arbitration in
accordance with the Rules of
Arbitration of the TAC and the award
made in pursuance thereof shall be
binding on the parties.”

The TSSIA ADR Center has been
set up with the professional
expertise of Advocate Sumeet
Sharma.
Advocate Sumeet Sharma is a
Corporate Lawyer with over 2
decades of International Legal
practice. He is Chief Consultant at
Driving Dreams International,
providing Legal and Strategic
Business Consulting Services. He
is also a Consultant and Advisor
to many Indian and International
Companies. As a Corporate Legal
Management Expert,
International Law/ Intellectual
Property Rights, Legal Operations
and In-house General Counsel; he

has been at the forefront in
managing dozens of multimilliondollar claims relating to product
or ser vice defects, stolen
products and/or breach of
agreement; arguing and
managing litigation across the
globe, obtaining significant
recoveries and winning favorable
judgments and out-of-court
settlements.
He has garnered years of
international exposure across the
world (USA, Argentina, Mexico,
Honduras, Guatemala, London,
Spain, France, Dubai, Hong Kong,
Singapore and China).
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The Last Word
What is right and what is left?
The right‐wing Government of Narendra Modi is seemingly outdoing the populist
hand‐outs of the UPA era.
With the pre‐election PM Kisan Samman Yojana in which Rs. 6000 was to be disbursed
to farmers (with less than 2 hectares), in three equal instalments of Rs.2000 having
apparently created electoral magic; in the very first Cabinet meeting itself a decision
Seshan Ranganathan
was taken to extend it to all farmers.
Executive Editor- TISA
This will result in the taxpayer having to fork out an additional Rs.13,000 crores per annum, which together
with the Rs. 75,000 crores allocated to small and marginal landed farmers, will tote up to a whopping Rs.
88,000 crores.
More than 145 million farmers are expected to be covered
under the Scheme.
Pensions galore – from farmers to traders!
The Government also announced the Kisan Pension
Yojana, under which a farmer in the age group of 18‐40 can
join by paying a premium of Rs. 2 to Rs.7 per day. This will
give farmers a minimum fixed pension of Rs.3000 when
they turn 60, with the Centre matching the amount paid
by each farmer.
Not to ignore the traders who constitute a traditional vote bank, the scheme proposes a Rs.2 per day premium
for those entering at the age of 18, Rs.100 per month for those of age up to 29 and Rs.200 per month premium
for those who are 40 and above, with the Centre making matching contributions to the subscribers accounts.
While GDP slows down…
Meanwhile the discomfiting fact of India's GDP growth rate having plunged to a five year low at 5.8% for the 4th
quarter of 2018‐19 was revealed at the psychologically appropriate moment, when opposition energy and
spirits was at its lowest after the drubbing it got in the election.
The Central Statistics Office also revealed that the GDP growth during the 2018‐19 fiscal stood at 6.8% which is
lowest in the last 5 years. .
And unemployment spikes…
The National Sample Survey Office's (NSSO) job survey for 2017‐18 had shown a spike in the unemployment
rate to over 6 per cent, a 45‐year high, but the report was not released by the Government, which termed it as a
draft report.
With a million young people entering the job market each month, a falling GDP, a drought situation in parts of
the country, falling income of farmers, poor demand and diminished private investment, the Modi 2.0 regime
has enough problems on its plate to last it for the next 5 years till 2024.
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