Gl THE: @5 HINDU

GEOIAS Daily News Analysis

The Hindu Important News Articles & Editorial For UPSC CSE

Friday, 06 Sep , 2024

Edition: International IE] =X M@ 1101113
Page 05 g DI Tl AT H ATIRD Disd JUR
Syllabus : GS 2 : T o & et Y R B

Page 06 &rfwg%ﬁﬁr%qqgn$ arqﬂgﬁga%r
. . i = fAuea TR R IRl
Syllabus : GS 2 : Gﬁﬁ@'ﬂw%[ g G A
Page 10 SR AN SR H 62
Syllabus : GS 2 : HRd TSI
Page 10 T A 81 3R &ifd PIY J & U R
Syllabus : GS 3 : 3TUqTl MR 3TUGT qhdl 67
'CAE]
JUER | e ERIRACN

Page 08 : TUTGHIYT fAReiyor. | T JR&f Sifafaw 3 Ardeifie faawor
Syllabus : GS 2 : |THI® =T - | Ol & GeR fan &
1o aF/Aars a1 faera
3R e




GEO IAS

—|t's about quality=—

DA I Td I HATHI GRT DR Dl AT 3R ANRG-dbisd URT T 3FI0T & &0 T Tl o,

THE:

Page 05 : GS 2 — Governance

Daily News Analysis

EHINDU

IR HA H T 3R rdofes Jar faavor # YUR & forw I & il & a8
B T A P &F1 T g&rdl 3R Slacal dgM o 1o fefSied Suaun 3R Hifa guR! &1 ary Ism|

Kerala tops citizen-centric reforms
categories in Centre’s latest rankings

The Hindu Bureau
THIRUVANANTHAPURAM

Kerala has emerged the
country leader in two cate-
gories of business-centric
reforms and seven catego-
ries of citizen-centric re-
forms in the ranking of the
Union Ministry of Com-
merce and Industry.

The rankings were an-
nounced at the Conference
of State Industries Minis-
ters held in New Delhi on
Thursday.

Industries Minister P.
Rajeeve received the Busi-
ness Reforms Action Plan
’22 (BRAP 22) award of the
Department for Promotion
of Industry and Internal
Trade (DPIIT) from Union
Minister of Commerce Piy-
ush Goyal at the confe-
rence. Union Minister of
State for Commerce and
Industry Jitin Prasada was
present.

The business-centric re-
forms in which Kerala
emerged top performer
are facilitating utility per-
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The frontrunner: Kerala Industries Minister P. Rajeeve receiving
the BRAP- 22 award from Union Minister Piyush Goyal in New Delhi

on Thursday. SPECIAL ARRANGEMENT

mits for business and pay-
ing taxes.

Single window system

The citizen-centric reforms
in which Kerala was ad-
judged as the top achiever
are: Online single window
system, the process of issu-
ing various certificates
with ease provided by Ur-
ban Local Bodies (ULBs),

issuance of certificates by
the Department of Reve-
nue, providing utility per-
mits, public distribution
system (Department of
Food and Civil Supplies),
improvements in transport
sector and running em-
ployment exchanges.

The feedback was con-
ducted on the existing bu-
sinesses in the State and

Kerala got more than 95%
positive responses in these
nine reform areas.

“The rankings clearly
acknowledge that Kerala
has made great strides in
‘Ease Of Doing Business’
by building an ecosystem
that is conducive for a wide
range of enterprises to
thrive,” Mr. Rajeeve said.
“The State has emerged as
top achiever in these vital
categories due to the poli-
cies and effective imple-
mentation down to the le-
vel of local bodies,” he
added.

The State also made a
mark in prompt delivery of
services to citizens by up-
grading the whole system
by leveraging cutting-edge
technology including digi-
tal tools, he said.

Principal Secretary (In-
dustries and Commerce)
APM Mohammed Hanish,
Managing Director, KSIDC
S Harikishore and KSIDC
General Manager Varghese
Malakaran were also pre-
sent on the occasion.
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Close ties between agencies

globally needed to tackle

new-age crimes, says o

The Hindu Bureau
NEW DELHI

Union Home Secretary Go-
vind Mohan on Thursday
said new age crimes, such
as cyber-enabled financial
frauds, online radicalisa-
tion, and transnational or-
ganised crime networks,
were not confined by bor-
ders and, therefore, in an
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He added that there was
a need for close and real-
time coordination among
law enforcement agencies
globally to address the
threats posed by terrorism
and terror financing, tran-
snational organised crime
networks, online radicali-
sation, cybercrimes, and
offences ranging from illi-
cit flow of drugs, human

increasingly interconnect-  Govind Mohan trafficking, and wildlife/en-
ed world the importance vironmental crimes to
of international police forcement personnel  laundering of proceeds of

cooperation could not be
overstated.

Mr. Mohan inaugurated
the 10th Interpol Liaison
Officers (ILOs) conference
organised by the Central
Bureau of Investigation

across India and member
countries of Interpol, Eu-
ropol, and GloBE Network.

“The international dis-
persal of crime and crimi-
nals has enhanced the
need for investigation

crimes.

Elaborating on the re-
cent initiatives for interna-
tional police cooperation,
he said with the Union
Home Ministry’s approval,
a working arrangement

(CBI) on the theme abroad.Prevention, detec- with Europol was signed
“Strengthening Interna- tion, investigation and pro- by the CBI in March, 2024.
tional Law Enforcement secution of crime is in- The CBI Academy

Partnerships” ahead of the
coming UN International
Day of Police Cooperation.

The first session was at-
tended virtually by law en-

creasingly reliant on digital
evidence and foreign locat-
ed evidence,” the Union
Home Secretary said in his
inaugural address.

T U F 3Rt A Ay # Afye Hgah #1 Hewd

joined Interpol Global Aca-
demy Network in August,
2023. The agency’s Global
Operation Centre was set
up in 2022.
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What is vertical fiscal imbalance?

The role of the 16th Finance Commission should be to eliminate vertical fiscal imbalance in federal relations. What should it do when revenues are concentrated
with the Union government, and the States are burdened with expenditure responsibilities?

ECONOMIC NOTES

R. Mohan
R. Ramakumar

he financial relationship

between the Union

government and the States in

India is asymmetrical, as in
many other countries with a federal
constitutional framework. As the 15th
Finance Commission noted, States incur
61% of the revenue expenditure but
collect only 38% of the revenue receipts.
In short, the ability of the States to incur
expenditures is dependent on transfers
from the Union government.
Consequently, there is the problem of
Vertical Fiscal Imbalance (VFI) in Indian
fiscal federalism where expenditure
decentralisation overwhelms the revenue
raising powers of the States.

‘Why should VFI be reduced?
Constitutionally, the financial duties of
the Union government and the States are
divided. On the revenue front, to
maximise the efficiency of tax collection,
the Personal Income Tax, the Corporation
Tax and a part of indirect taxes are best
collected by the Union government. But
on the expenditure front, to maximise the
efficiency of spending, publicly provided
goods and services are best supplied by
the tier of the government closest to its
users. It is in this context that the extent
of VFI merits attention.

The 15th Finance Commission had
noted that India has had a larger, and
rising, vertical imbalance than most other
federations. These imbalances were
further magnified during periods of
crises, such as the COVID-19 pandemic,
which drove a large wedge between one’s
own revenues and expenditure
responsibilities at the sub-national level.

The problem of VFI falls under the

Estimation of VFI after devolution of taxes

The 15th Finance Commission had noted that India has had a larger, and rising, vertical fiscal

imbalance (VFI) than most other federations

The desired share

Uil aﬂel_tax of tax devolution

CHENEED to eliminate

(as a ratio) VFI (%)
2015-16 0.12 47.82
2016-17 0.13 48.24
2017-18 0.12 47.59
2018-19 0.11 47.38
2019-20 0.18 51.17
2020-21 0.28 56.87
2021-22 0.14 47.90
2022-23 (RE) 0.20 51.42
2:2r;§;1(_92)(2c:ud\ng 2020-21 48.94

SOURCE: COMPUTED FROM UNION BUDGET DOCUMENTS, AND STATE FINANCES: A STUDY OF THE BUDGETS, RBI.

purview of the Finance Commission, and
it deals with broadly two questions. The
first question is how to distribute the
taxes collected by the Union government
to the States as a whole. These transfers
are made as a prescribed share of the
“Net Proceeds” (Gross Tax Revenue of the
Union less surcharges, cesses and costs of
collection). The second question is how to
distribute taxes across States. The matter
of VFI arises as part of the first question.
Apart from devolving taxes, the
Finance Commissions also recommend
grants to States in need of assistance
under Article 275 of the Constitution. But
these are generally for short periods and
for specific purposes. There are also
transfers to the States that fall outside the
Finance Commission’s ambit. For
example, the Union government spends
substantial amounts — under Article 282
of the Constitution — on subjects falling in
the State and Concurrent lists through
centrally sponsored schemes and central
sector schemes. But such grants are tied
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transfers that include conditionalities. In
sum, the devolution of taxes from the net
proceeds is the only transfer to the States
that is untied or unconditional.

Calculating VFI in India
Here we try to estimate the VFI in India
after the devolution of taxes to the States.
We measure VFI at the level of “all
States”, and not separately for each State.
For this, we use a globally accepted
method. We first estimate a ratio where
the numerator is the sum of the Own
Revenue Receipts (ORR) and the tax
devolution from the Union government
for all States. The denominator is the Own
Revenue Expenditure (ORE) for all States.
If this ratio is less than 1, it implies that
the sum of own revenue receipts and tax
devolution of the States is inadequate to
meet the ORE of the States. If we subtract
this ratio from 1, we get the deficit in
receipts. It is this deficit that we use as a
proxy for VFI after devolution.

‘We can then ask the simple question:

how much should tax devolution rise over
and above that recommended by the past
Finance Commissions to equalise the
ratio to 1? Equating the ratio to 1 would
eliminate VFL. In the attached table, we
show that the average share of net
proceeds devolved to the States between
2015-16 and 2022-23 should have been
48.94% to eliminate the VFL. But the
shares of tax devolution recommended by
the 14th and 15th Finance Commissions
were only 42% and 41%, respectively, of
the net proceeds.

Raising tax devolution

Many States have raised the demand that
the share of tax devolution from the net
proceeds must be fixed at 50% by the 16th
Finance Commission. They add force to
this demand by pointing to the exclusion
from the net proceeds of the substantial
amounts of cesses and surcharges, which
truncates the net proceeds within the
gross tax revenue.

Our analysis in this article lends
empirical support to this demand. Here,
we have assumed the present levels of
expenditures of the States as a given. At
the aggregate level, these actually
incurred expenditures have not only
conformed to but also underutilised the
borrowing limits specified in the fiscal
responsibility legalisations. Even then, we
find that the share of net proceeds
devolved to the States must rise to about
49% to eliminate VFI. Such an increase in
devolution would place more untied
resources in the hands of the States to
spend on their citizens. It would also
ensure that States” expenditures better
respond to jurisdictional needs and
priorities, and that the efficiency of
expenditures is enhanced. Overall, it will
be a move towards a healthy system of
cooperative fiscal federalism.

R. Mohan is former Indian Revenue
Service officer. R. Ramakumar is Professor,
Tata Institute of Social Sciences, Mumbai.
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As the 15th Finance
Commission noted, States
incur 61% of the revenue
expenditure but collect only
38% of the revenue receipts. In
short, the ability of the States
to incur expenditures is
dependent on transfers from
the Union government.

v

The problem of VFI falls under
the purview of the Finance
Commission.

v

Many States have raised the
demand that the share of tax
devolution from the net
proceeds must be fixed at 50%
by the 16th Finance
Commission.
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Can Kerala access funds from
the Loss and Damage Fund?

Is it easy for local communities at the sub-national level to access funds from international climate funds?

Neha Miriam Kurian
Thankom Arun

The story so far:
n the wake of the devastating
landslides that recently struck
Kerala’s Wayanad district, a crucial
conversation has emerged around
whether subnational entities can seek
compensation through the United Nations
Framework Convention on Climate
Change (UNFCCC)’s Loss and Damage
Fund (LDF). While this demand is
justifiable, accessing climate funds is far
more complex than it appears.

What is the Loss and Damage Fund?
The Loss and Damage Fund (LDF) was
established at the 2022 UNFCCC
Conference (COP27) in Egypt to provide
financial support to regions suffering both
economic and non-economic losses
caused by climate change. These include
extreme weather events and slow-onset
processes, such as rising sea levels. The
LDF is overseen by a Governing Board
that determines how the Fund’s resources
are disbursed, with the World Bank
serving as the interim trustee. The Board

is currently developing mechanisms to
facilitate access to the Fund’s resources,
including direct access, small grants, and
rapid disbursement options. Despite its
intended purpose, concerns persist that
climate funds are often too slow to be
accessible immediately after a disaster,
particularly for local communities at the
sub-national level. It is anticipated that
the LDF may face similar challenges.

What has been India’s role?

India has suffered over $56 billion in
damages from weather-related disasters
between 2019 and 2023. Despite this,
India has prioritised mitigation activities
over adaptation in its National Climate
Action Policy and budgets. This focus has
led to a subdued participation in Loss and
Damage dialogues at COP meetings. With
certain regions in India being highly
vulnerable to climate change, active
engagement in these dialogues could
bring substantial benefits.

Within India, there is an urgent need
for a clear legal and policy framework to
streamline climate finance, particularly
for adaptation and loss and damage, in
line with the principles of locally led
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Landslide-hit Wayanad on August 1. REUTERS

adaptation, which are crucial for
vulnerable communities. The
introduction of a climate finance
taxonomy in the Union Budget 2024 has
raised expectations for increased
international climate finance. However,
without clear guidelines on accessing loss
and damage funds within India, frontline
communities will continue to be
vulnerable. In international climate
change negotiations, India should
advocate for more decentralised methods
of fund disbursement from the LDF, as
opposed to the centralised systems used
for other climate funds.

‘What have been State interventions?
Adaptation and loss and damage needs
are more acutely felt at the ground level
by State governments. For instance, in
Kerala, it is the State government that
bore most of the financial burden for
disaster recovery. A notable example is
the Rebuild Kerala Development
Programme, launched in the aftermath of
the August 2018 floods. This initiative was
funded through loans from the World
Bank and the KfW Development Bank, a
German institution, illustrating the critical
role of international climate finance in
post-disaster recovery. The program
focused on reconstructing the State’s
infrastructure, including roads and
bridges, all of which had been severely
damaged by the floods.

However, the absence of a standardised
method for conducting comprehensive
assessments of disaster-related damages,
particularly those from slow-onset events,
means that significant loss and damage
needs that could qualify for assistance
from the LDF may go unassessed. This
lack of a structured assessment process
could impede India’s ability to access the
LDF in the future. The situation in
Wayanad district underscores the broader
challenges India faces in accessing and
managing climate finance, particularly for
loss and damage. By establishing a more
explicit domestic policy framework that
focuses on locally led adaptation and
clearer guidelines for accessing loss and
damage funds, India can better protect
itself from the impacts of climate change.

Neha Miriam Kurian is with the Kerala
Institute of Local Administration. Thankom
Arun is with the University of Essex.
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The Loss and Damage Fund
(LDF) was established at the
2022 UNFCCC Conference
(COP27) in Egypt to provide
financial support to regions
suffering both economic and
non-economic losses caused
by climate change.

v

India has suffered over $56
billion in damages from
weather-related disasters
between 2019 and 2023.
Despite this, India has
prioritised mitigation activities
over adaptation in its National
Climate Action Policy and
budgets.

v

Adaptation and loss and
damage needs are more
acutely felt at the ground level
by State governments.
Consequently, it is the State
governments that often bear
most of the financial burden
for disaster recovery efforts.
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Page : 08 Editorial Analysis
The Food Security Act has revamped the PDS

uring the discussion on the National

Food Security Act (NFSA) 2013, there

was nervousness about guaranteeing

food security through the Public
Distribution System (PDS). The nervousness
stemmed from the poor record of the PDS —
according to National Sample Survey (NSS) data,
in 2011-12, at the all-India level, leakages were at
41.7%.

The main argument in favour of continuing
with the PDS was that States that had undertaken
PDS reforms had witnessed major improvements.
Between 2004-5 and 2011-12, several early
reforming States saw a dramatic reduction in
leakages: Bihar (from 91% to 24%), Chhattisgarh
(from 52% to 9%) and Odisha (from 76% to 25%).
With the same package of PDS reforms being
mandated by the NFSA 2013, there was hope that
more States could improve.

The NSS’s Household Consumption
Expenditure Survey (HCES) data for 2022-23
bears out this hypothesis. The HCES is the first
large-scale nationally representative survey after
the implementation of the NFSA 2013. It suggests
that PDS leakages were down to 22% in 2022-23.

Understanding the data and methodology
PDS “leakages” refer to the proportion of PDS
rice and wheat released by the Food Corporation
of India (FCI) that fails to reach consumers.
Leakages are estimated by matching NSS data on
household PDS purchases with “offtake” data
reported in the Monthly Food Grain Bulletin of
the Food Ministry.

During the reference period (August 2022 to
July 2023), PDS ration card holders were getting
NFSA grain (five kilograms per capita per month
for “Priority” households and 35 kg per month
for “Antyodaya” households). In addition, they
got Pradhan Mantri Garib Kalyan Anna Yojana
(PMGKAY) grain till December 2022, when
PMGKAY Covid-19 relief was discontinued.

To arrive at the estimates presented here,
offtake under NFSA including tide-over rations,
Non-NFSA and PMGKAY is matched with HCES
2022-23 PDS purchase of (paid for and free) wheat
and rice by households.

It is worth bearing in mind that these are
estimates, the best possible with available data.
Any mismatch between offtake and purchase is

Reetika Khera

Professor of
Economics at IIT Delhi

As anticipated,
implementation
of Public
Distribution
System (PDS)
reforms as
mandated in
the National
Food Security
Act, has
reduced
leakages

PDS leakages - All India estimates, 2022-23

No adjustment for
State contribution

Lagged offtake, July 2022 to June 2023
Matched offtake, August 2022 to July 2023

Adjusted for State
contributions

attributed to leakage, though there could be
other reasons (transport losses, lags in supply
and so on). For instance, the Table shows how
lagging offtake by a month (July-June) yields a
lower leakage estimate (17.6%), than if we match
the offtake with the NSS reference period
(August-July) - 18.2%. Both, however, are
underestimates.

Why underestimate? Some States run an
“expanded PDS”, providing PDS grain to
non-NFSA beneficiaries using central
contributions (for example, tide-over rations and
non-NFSA allocations) as well as State
contributions (for example, local procurement).
For example, Chhattisgarh’s food security act,
passed in 2012, made the PDS quasi-universal
using local procurement. The all-India leakage
estimates of 17.6%-18.2% are underestimates,
because they only take into account central
contributions, and not State contributions.

There are 14 crore non-NFSA beneficiaries, of
whom at the most six crore are supported
entirely through State contributions. If we add
the State’s contribution for State-supported
non-NFSA beneficiaries to total offtake, the
all-India leakage estimate rises to 22%.

Impact of NFSA on PDS coverage

One of the major PDS reforms included in the
NFSA 2013 was an expansion of PDS coverage that
was aimed at reducing exclusion errors, but had a
‘spillover effect’ on reducing leakages. In 2011-12,
before the NFSA, less than 50% of households
had ration cards, and the proportion of
households getting anything from the PDS was
around 40%. That was an improvement over
2004-05, when less than a quarter (24%) of
households were accessing the PDS.

The improvement between 2004-5 and 2011-12
was driven by reforms in States such as
Chhattisgarh and Odisha where the PDS coverage
increased substantially in this period. For
instance, in Chhattisgarh, there was a three-fold
increase (from 21% to 63%) in the proportion of
households using the PDS. According to HCES
data, in 2022-23, the proportion of households
buying from the PDS has increased further to
70%. In large part, this is the result of the rollout
of the NFSA.

In spite of the improvement in coverage, the
Centre is falling short of the coverage mandated
by the NFSA (50% of rural population and 75% of
urban population), i.e., around 66%. Earlier
work, based on administrative data, suggested
that only 59% had access to the PDS as NFSA
beneficiaries. Similarly, according to the HCES,
out of the 70% who access the PDS, only 57%-61%
have NFSA ration cards. The rest (roughly 10%)
are non-NFSA beneficiaries.

PDS reforms undertaken by early reforming
States such as Chhattisgarh and Odisha included
a reduction in PDS prices, doorstep delivery of
foodgrains, digitisation of records, deprivatising
management of PDS outlets by handing them
over to panchayats, and self-help groups. These
reforms were incorporated in the NFSA 2013
(Chapter V).

As mentioned earlier, by 2011-12, PDS leakage
estimates in the early reforming States had
already crashed. Since then, more States with
high leakages have managed to reduce them.
According to HCES 2022-23, it was 9% in
Rajasthan. 21% in Jharkhand and 23% in Uttar
Pradesh (all one-time basket cases).

Many believe that the integration of Aadhaar,
especially Aadhaar-based biometric
authentication (ABBA), led to the improvements
in the PDS. Data from primary surveys, however,
do not support this. Two surveys in 2017 in
Jharkhand shed light on this issue. A study by
Muralidharan, Niehaus and Sukhtankar found
that leakages before the introduction of ABBA
were already less than 20%. Dréze, Khera and
Somanchi reported that the purchase-entitlement
ratios (the proportion of entitlement that people
actually purchased) in offline villages and ABBA
villages were virtually the same — 94% and 93%,
respectively. Both surveys found little evidence of
ghost cards.

Somewhat puzzlingly, leakages in States where
the PDS traditionally worked better have not
experienced further improvements; in fact, in
some, estimated leakages have increased
(example, in Tamil Nadu from 12% in 2011-12 to
25% in 2022-23).

In perspective

The PDS is now a functional instrument of social
policy, guaranteeing a modicum of food security
to many. During the COVID-19 lockdowns, it
formed the backbone of relief efforts, along with
the National Rural Employment Guarantee Act.
However, the PDS remains an endangered
instrument of social policy, constantly subjected
to “innovations”. These include cash transfer
experiments, door-step delivery to people’s
homes (in Delhi), and imposing inappropriate
technologies (such as Aadhaar-based biometric
authentication).

Instead of expending energy on ill-conceived
measures (such as the ongoing eKYC drive for the
PDS) that can easily derail the PDS, scarce
government capacity should be channelled to
expediting the delayed Census, that is leading to
the exclusion of over 100 million people. Other
demands such as the inclusion of more nutritious
items such as pulses and edible oil remain
relevant.
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