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1.HowhasthefiscalscenariopannedoutduringCOVID-19?Whatareyour
viewsonthemid-yearbudgetaryallocationsannouncedbythegovernment
duringthepreviousyear?Discuss.
Approach

Sincequestionisaskingyoutodiscussitnecessitatesadebatewhere
reasoningisbackedupwithevidencetomakeacaseforandagainstan
argumentandfinallyarrivingataconclusion.Insimpletermsanexaminer
expectsonetodiscussvariousperspectivesandpresentalogicalargument.

Introduction

AmidsttheeconomicslowdowntriggeredbytheoutbreakoftheCovid-19
pandemicinIndia'stherehavebeenmanydemandsforthegovernmentto
announcealargefiscalstimulustosupporttheeconomy.Economicgrowth
andtaxrevenuesremainuncertainin2020-21makingitchallengingforthe
governmenttofinanceanyadditiontothefiscaldeficit. 

Body

HOW HASTHEFISCALSCENARIOPANNEDOUTDURINGCOVID-19?

India'sfiscalsupportmeasurescanbedividedintotwobroadcategories:

(i)Above-the-linemeasureswhichincludegovernmentspending(about
3.2percentofgdp,ofwhichabout2.2percentofgdpisexpectedtofall
inthecurrentfiscalyear),foregoneordeferredrevenues(about0.3
percentofgdpfallingduewithinthecurrentyear)andexpedited
spending(about0.3percentofgdpfallingduewithinthecurrentyear);
and

(ii)Below-the-linemeasuresdesignedtosupportbusinessesandshoreup
creditprovisiontoseveralsectors(about5.2percentofgdp).

 Intheearlystagesofthepandemicresponse,above-the-line
expendituremeasuresfocusedprimarilyonsocialprotectionand
healthcare.Theseincludein-kind(food;cookinggas)andcash
transferstolower-incomehouseholds(1percentofgdp);wagesupport
andemploymentprovisiontolow-wageworkers(0.5percentofgdp);
insurancecoverageforworkersinthehealthcaresector;and
healthcareinfrastructure(0.1percentofgdp).

 Themorerecentmeasuresthatwereannouncedinoctoberand
novemberincludeadditionalpublicinvestment(highercapital
expenditurebythecentralgovernmentandinterest-freeloanstostates,
ofabout0.2percentofgdp)andsupportschemestargetingcertain
sectors.Thelatterincludesaproductionlinkedincentivescheme
targeting13prioritysectorsandisexpectedtocostabout0.8percent
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ofgdpover5years,ahigherfertilizersubsidyallocationbenefitingthe
agriculturesector(0.3percentofgdp)andsupportforurbanhousing
construction(0.1percentofgdp).

 Severalmeasurestoeasethetaxcomplianceburdenacrossarangeof
sectorshavealsobeenannounced,includingpostponingsometax-
filingandothercompliancedeadlines,andareductioninthepenalty
interestrateforoverduegstfilings.

 Measureswithoutanimmediatedirectbearingonthegovernment’s
deficitpositionaim toprovidecreditsupporttobusinesses(1.9
percentofgdp),poorhouseholds,especiallymigrantsandfarmers(1.6
percentofgdp),distressedelectricitydistributioncompanies(0.4
percentofgdp),andtargetedsupportfortheagriculturalsector(0.7
percentofgdp),aswellassomemiscellaneoussupportmeasures
(about0.3percentofgdp).

 Keyelementsofthebusiness-supportpackagearevariousfinancial
sectormeasuresformicro,small,andmedium-sizedenterprisesand
non-bankfinancialcompanies,whereasadditionalsupporttofarmers
willmainlybeintheform ofprovidingconcessionalcredittofarmers,
aswellasacreditfacilityforstreetvendors.Agriculturalsectorsupport
ismainlyforinfrastructuredevelopment.

VIEWSONTHEMID-YEARBUDGETARYALLOCATIONSANNOUNCEDBYTHE
GOVERNMENTDURINGTHEPREVIOUSYEAR

 TheFinanceMinisterhasannouncedapackage(“AtmanirbharBharat
Abhiyaan”package)ofpolicyinitiativestargetedatlow-income
householdsandmicro,smallandmedium enterpriseswhicharelikely
tobemostvulnerableinthebroad-basedeconomicslowdown.The
totalamountofthepackagehasbeenannouncedtobeRs20trillion
(orroughly10%ofGDP).

 Thisallocationfocussedonland,labour,liquidityandlaws,andwould
dealwithsuchsectorsascottageindustries,MSMEs,theworking
class,middleclassandindustry.Healsotalkedoffocusingon
empoweringthepoor,labourersandmigrantworkers,bothinthe
organisedandunorganisedsectors.

 However,acarefulanalysisrevealsthattheactualamountoffiscal
stimulusofferedbythegovernmenthasbeenaround2-3%ofGDP.As
aresult,demandforalargerfiscalstimulushasbeenemergingfrom
variousquarters.Severaleconomistshavearguedthatspendingon
welfaremeasuresshouldbeincreasedsignificantly,by5percentof
GDPormore.

 Increaseingovernmentspendingbeyondthelevelsalreadyannounced
wouldthenmeananincreaseinthefiscaldeficitbeyondthelevels
discussedabove.Thismaybefinancedeitherifdisinvestmentrevenue
turnsouttobehigherthisyearduetoadditionaleffortsmadetosell
offPublicSectorEnterprises.
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Conclusion

TheeconomicimpactofCOVID-19hasbeensubstantialandbroad-based.
GDPcontractedsharplyin2020Q2(-23.9percentyear-on-year)duetothe
unprecedentedlockdownstocontrolthespreadofCOVID-19.However,ifthe
fiscaldeficitisevenhigherandputsthegovernment’sdebttrajectoryonan
unsustainablepath,longerterm considerationswillcomeintoplay.
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2.Whatare yourviews on recentbudgetary announcementregarding
disinvestmentsandprivatisation?Discuss.

Approach:

Thequestionisverymuchstraightforward,studentsneedtoputforwardtheir
viewsregardingrecentbudgetaryprovisionsintermsofdisinvestmentand
privatisation,alsomentionsomedataregardingdisinvestmentpoliciesofthe
previousbudgetsaswell.

Introduction:

Privatizationistheprocessoftransferringtheownershipofabusinessofa
publicsectortotheprivatesector.Inabroadersense,privatizationrefersto
transfer of any government function to the private sector including
governmentalfunctionslikerevenuecollectionandlawenforcementwhereas
disinvestmentmeanssaleorliquidationofassetsbythegovernment,usually
Centralandstatepublicsectorenterprises,projects,orotherfixedassets.
Thegovernmentundertakesdisinvestmenttoreducethefiscalburdenonthe
exchequer,ortoraisemoneyformeetingspecificneeds,suchastobridgethe
revenueshortfallfrom otherregularsources. Disinvestmentallowsalarger
shareofPSU ownershipintheopenmarket,whichinturnallowsforthe
developmentofastrongcapitalmarketinIndia.

Body:

Historicalcontextofdisinvestmentandprivatisation-

 CentralpublicsectorEnterprisespolicywasresetin1991whenthe
governmentdecided to disinvestupto 20% in selectpublicsector
undertakings.The firstdisinvestmentcommission setup in 1996
recommendedstrategicsalesmeanttobringdownthegovernment’s
sharetolessthan50% inselectPSU’S.Strategicsaleswerepartof
policiesbeingpursuedbetween1998-2004.

 Inlastfivefinancialyearsattempteddisinvestmentsthroughbuy-backs,
exchangetradedfundsandinsomecasestransferofstaketoother
publicsectorentities.

 In 2020 a new publicsectorpolicywasputin place,accordingly
maximum offourpublicsectorcompaniesinstrategicsectorswillbe
retainedandotherfirmswilleventuallybeprivatised.

Provisionsinbudget2021-22:
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 Budget2021-22projected1.75lakhcrorefrom stakesaleinpublic
sectorcompaniesandfinancialinstitutionsincluding2PSUbanksand
oneinsurancecompany.Accordingtonew PSEpolicybarringfour
strategicareaslikeAtomicenergy,Spaceanddefence,Transportand
telecommunicationspowerpetroleum coaland othermineralsand
bankinginsuranceandfinancialservices,allCPSEsinothersectorswill
beprivatised,infourstrategicareasabareminimum numberoffirms
willberetainedandrestwillbeprivatised.

Views:

 ThegovernmenthasnobusinesstobeinBusiness,guidedbythebasic
principlethatgovernmentshouldnotbeinthebusinesstoengage
itself in producing and manufacturing goods where competitive
marketshavecomeofage,examiningtherealisedefficiencygains
from privatisation in the Indian contexteconomic survey2019-20
analysed thebeforeand afterperformanceof11 CPSEcthathad
undergonestrategicdisinvestmentduring1999-2004comparingsuch
CPSEswiththeirpeersinthesameindustrygroupshowedthatonan
averagetheyperformedbetterpostprivatisationintermsoftheirnet
worth,netprofitandsalesgrowththisindicatedthatprivatisedCPSEs
couldgeneratemorewealthfrom sameresources.

 ProvidingemploymentwasoneoftheobjectivesoftheCPSEsinthe
yearsthatfollowed severalPSUsbecamewhiteelephantsserving
neithersocialnoreconomiccause,manyofthem naturallybecame
blackholesforpublicmoneytheywereoftenthetextbookcaseof
poor management and aggressive trade unionism and became
umpirelessplayfieldsforpoliticalpartieswithmyopicobjectives.

 Confronted with an unprecedented fiscaldeficitand worried by
economy in crisis the government has to find resources and
Disinvestmentis a preferred option forideologicaland practical
reasons.

 Privatisationwillgiveamplespaceforcreativeandinnovativethinking
aswellassystematicandstrategicplanningtorealizethefullpotential
ofeconomy.

 PrivatisingPSUswillincentivisetheemployeestoworkmoreefficiently
inordertoservetheinterestsofcompanywhichwillultimatelyhelpin
makingmarketmorecompetitiveandefficient.

However,theprocessofdisinvestmentandprivatisationhassomeissues
whichareasfollows-

 Withdisinvestmentgovernmentwouldgetsomecashinhandand
couldcarryoutsomecapitalformation,buttherearemultipleclaims
ongovernmentfundsandonlyafractionofcapitalreceiptsfrom the
saleofPSUsislikelytobechannelledintonewinvestment.

 Atthetimeofcrashinggrowthandlowanimalspiritsthecompetition
to buyup publicenterpriseson theblockwould beanaemicand
governmentwillgetsignificantlylower.

 With rising unemploymentfigures ofabout23% due to COVID
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containmentmeasuresitwouldbehazardoustotamperwithPSEsthat
employover15lakhpeopleatthisjuncture.

 Privatisationisoneelementoftheoverallreform policybutitcan’tbe
adoptedasaforemostplankofreformsinsectorslikebankingand
insurancesimplesolutionslikeprivatisingallPSUsmaybenopanacea.

Conclusion:

Privatisationonlyweighswellwhenthereistransparencyofprocessand
effectiveness ofthe regulators,every governmenthas an obligation to
reconcilegrowthwithequityandprivatisinggovernmentassetsisastepin
thatdirection,howeverItmustbeaccompaniedbycompetitioninthepost
privatisedscenarioinordertoimprovetheperformanceofinefficientunits
creationofcompetitivemarketenvironmentisabsolutelyessentialeventually
itisthepeoplewhowillbenefit,asanarm ofoverallreformsdisinvestment
andprivatisationneedtobecarefullyproceeded.
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3.Theeconomywillgettherequired impetuswith sustained focuson
expandingphysicalinfrastructure?Doyouagree?Substantiateyourviews.

Approach

Thecandidateneedstogivehisviewsregardingthesustainedfocuson
expandingphysicalinfrastructureanditseffectoneconomywheretheviews
shouldbewellsubstantiatedwithproperfacts,examples,etc.

Introduction

Developmentcanbedefinedasimprovingthewelfareofasocietythrough
appropriate social,political,and economic conditions. The expected
outcomesarequantitativeandqualitativeimprovementsinhumancapitalas
well as physical capital such as infrastructures (utilities, transport,
telecommunications,etc.) which clearly showcases the importance of
expandingphysicalinfrastructure.

Body

 Goodqualityinfrastructureisthemostcriticalphysicalrequirementfor
attainingfastergrowthinacompetitiveworldandalsoforensuring
investmentinbackwardregions.

 Thisincludesall-weatherroads;round-the-clockavailabilityofpowerat
astablevoltageandfrequency;waterforirrigation;railwaysthatare
notovercrowded,whichrunontimeanddonotoverchargeforfreight;
portswithlowturnaroundtimetoreducecostsofimportsandexports;
etc.

 Physicalinfrastructuredevelopmentisanessentialdrivingforcefor
achieving rapid economic growth.Higherinvestmentin physical
infrastructurereducestransactioncostsaswellasotherinputcosts,
fosters trade and investment,opens up new markets,improves
competitiveness,createsemploymentopportunities,raisesproductivity,
andstimulateseconomicactivities,whichcontributesto economic
growth.
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 Greateraccess,especiallyforthedeprivedpopulation,totransport,
telecommunications,energy,electricity,waterandsanitation,education
and health services are needed to bring inclusive growth and
development.

 Allthesefacilitiesplaybothdirectandindirectroleinthedevelopment
processbyincreasingthefactorproductivityofland,labour,andcapital
intheproductionprocess,whichpromoteseconomicgrowth.Lackof
infrastructurecontinuestobeamajorobstacletoachievegrowthand
development.Recently,theIndiangovernmentestimatedthatthereisa
needfornearly$4.5trillionforreducingphysicalinfrastructuredeficit
inthecountry.

 Continuoussupplyofgoodqualityelectricalpowerfrom thegridis
criticalfor industries,but the situation in this regard is very
unsatisfactory.Large-scaleunitscandealwiththisproblem bysetting
upcaptivepowerplants,butthisisnotaneconomicaloptionforsmall
andmedium units.

 Manufacturingalsoentailsmovementoflargevolumesofgoodsin
orderto competeinaglobalizedcontextandmanufacturersneed
transport infrastructure which can ensure speedy and reliable
movement.

 Deficienciesintheroadinfrastructuremustbeaddressedurgentlyto
increasethecompetitivenessofIndianmanufacturing.Muchthesame
is true ofports where insufficientportcapacity and inadequate
navigationaidfacilities.Withoutsubstantialimprovementinallthese
aspectsofthetransportinfrastructure,growthinmanufacturingcannot
besustained.

 The COVID-19 crisis has justreinforced the idea ofthe failing
infrastructure in India.To add to this,almosthalfthe countryis
exposedtosevereclimate-induceddisasters.Indiadesperatelyneeds
tobuckleupitsinfrastructure,andwhileitdoesso,itcangiveitagreen
boost.

 TheIndianRailwayFinanceCorporationLtd(IRFC)recentlyestablished
aGreenBondFrameworkforfundraising,forfinancingtheDedicated
FreightCorridorprojectandelectrificationoftherailways.Indiacan
lookintoestablishinganagencyforgreenfinancing,tofundthegreen
infrastructure projects ofthe countryto make developmentmore
environmentfriendly.

Butatthesametime,itisimportanttoconsiderotherinvestmentsthatwould
alsoprovideshort-term stimulus.Tobesure,spendingmoneyonprettymuch
anythingwillspurgrowthinarecessionifitisdebt-financed.

 Ithasbeenanarticleoffaithfordecadesthattraditionalphysical
infrastructure—concrete and steel—boosts long-term growth,but
evidencesuggeststhatthegrowthbenefitsarelimitedwhencompared
tootherareas,especially21stcenturydigitalinfrastructure.

 Incontrast,investmentsindigitalinfrastructurecangenerategreater
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overalleconomic returns.These include both dedicated digital
infrastructure(infrastructurethatisinnatelydigital,suchasbroadband,
5G,cloudcomputingcentres)andhybridinfrastructure(addingdigital
componentstotraditionalinfrastructure,suchassmartmeters,smart
grid,andsmartcities).

 Further,India’sdismalperformanceinsocialindicatorsshowsurgent
needtoinvestmoreinsocialinfrastructureratherthanonlyphysical
infrastructure.

 Thisdoesnotimplythatphysicalinfrastructureshouldbeignored.
Therearepotentialprojectsthatcanhavebigpayoffs,butapolicy
makers should avoid the notion that massive investment in
infrastructurewillpaylong-term economicdividends.Forexample,
revivingthenationwidesmartcitiesprogram tohelpcitiesandtowns
usedigitaltechnologiestoimproveoperationsandimprovequalityof
lifecanhelp.

Conclusion

India’sgoalofbecomingaUSD5trillioneconomyrestsonthecompletionof
criticalinfrastructureundertheNationalInfrastructurePipeline.Giventhe
suddenshocktotheeconomyandtheresultantrecessionarypressures,there
isaneedforstrongre-prioritizationofresourcestowardsmajorssectorswith
emphasisonphysicalinfrastructuresector.
4.Whataretheintendedbenefitsofgradedwatertariff?Examine.

Approach

Studentsareexpectedtowriteaboutgradedwatertariffandalsoexaminethe
intendedbenefitsofgradedwatertariff.

Introduction

AspertheUN’sDublinPrinciple(1992),waterisaneconomicgoodandhence
shouldreflectitsscarcityvalue.Fortunately,thishasbeenrecognisedby
successiveNationalWaterPolicies.The1987,thepolicyenvisagedthatthe
waterratesshould reflectthescarcityvalueoftheresourceand foster
economyinwateruse.The2002policyenvisagedthatthewaterchargesfor
varioususesshouldcoveratleasttheoperationandmaintenancechargesof
providingtheserviceinitially,andapartofcapitalcostssubsequently.

Body

Gradedwatertariff:

 Gradedwatertariffistofixanappropriatepriceforwateronagraded
basis,whereinhigherconsumptionentailshighercharges.

 The governmenthas accepted the recommendation ofthe 15th
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FinanceCommission,whichhassuggestedfixingagradedwatertariff
toreform thewatersector.

Percapitawateravailabilityhasbeendecliningovertheyears,andithasnow
touched the scarcitybenchmarkof1,000 cubicmeterannually.In such
situationweneedtostudyimportanceofgradedwatertariffandit’sintended
benefitssuchas:

 According to the 15th finance commission,fixing watertariffis
necessarybecause“inappropriatewaterpricing”isoneofthemajor
causesofover-exploitationofwaterinthedomesticsector.Graded
watertariffingcanworkoncontrollingoverexploitation.

 Itwillenhancetherevenuecollection.Tariffdonotgetrevisedona
periodicbasis,resultinginalargegapbetweenthecostofsupplyof
waterandtherevenuecollected.Thusitwillcreaterevenueforlocal
bodiesand stategovernmentsfrom heavywaterusage industries
whichcanbeusedtosubsidieswatervulnerablesectionofsociety.

 Helpinincreasingthewateruseefficiency.Tariffofwaterwillreflect
itsefficientuseandrewarditsconservation.Gradedwatertariffwillroll
outequitableaccessofwaterforallanditsfairpricingfordrinkingand
otheruseswillbeundertakenbyastatutoryregulatoryauthority.Itwill
refrain waterdetermined directlyon a volumetricbasis.Itwillbe
beneficialifWatercharges bedeterminedonvolumetricbasisafter
takingintoconsiderationequityandefficiency.

 Withgradedwatertarifftherewillbeestablishmentofwaterregulator.
Thewaterregulatorcanbemadeastatutorybodyandbegivena
mandatetoregulatevariouswaterusesandtheirfairpricing.

 The irrigation sector,which accounts for 90 per cent of the
groundwaterconsumed,which was exempted earlierfrom levyof
GroundWaterConservationFee(GWCF)canbetakenunderfold.

 Throughgradedwatertariffing,itisexpectedtodiscouragesettingup
ofnewindustriesinoverexploitedandcriticalareasandtodeterlarge
scalegroundwaterextractionbyindustriesintheseareas.

However,movingtowardsanelaboratewatertariffingisnotthateasy.There
arefewchallengesinvolvedinit:

 Tomakeacaseforwatertariffingatatimewhenthemostvulnerable
towatershortagearealreadyreelingundersevereeconomichardship.

 Tointroducegradedwatertariffintheentrenchedpoliticaleconomyin
differentpartsofIndia.Severewatercrisisinsomepartsofthecountry
areinstarkcontrasttoflourishingfieldsinsomeotherparts.

 Thepublicprocurementpoliciesalsopromotecultivationofwater-
intensivecrops,sometimesinthoseverystateswheretheusageis
mostinefficient.

 The mostimportantchallenge is the inherentdesign problems
associatedwithgradedwaterpricing.Thisisbecausethegovernment
doesnotexercisecontroloverthesourcesofwaterasitdoesover
othernaturalresources.

Wayforward:
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 Thegovernmentshouldmakepeoplerealisethatwithoutapriceon
waterusage,itistheywhowillsuffertheworstconsequencesofa
drought.

 Groundwaterhastobepricedthroughproxieselectricityordieselused
byfarmerstopumpthewater.Thestrategyforpricingshouldbesuch
thatthecostofmigrationfrom onemethodofirrigationtoanotheror
from electricitytodieseloffsetsthedifferenceincostbetweenthetwo.

 Itisalso importantto targetirrigation waterforpricing purposes
becauseitalonecomprisesmorethan78%ofthetotalwaterusagein
India.Also,irrigationconsumptionisanareawherethescopefor
increaseinefficiencyisveryhighandprovidesustainablecontrolover
waterguzzlingcrops.

Conclusion

Gradedwatertariffingisacomplexsubjectanditsimpositionhashuge
politicalovertones.Thedeterminationofwater-usechargeshastoberational,
consultativeandtransparent.And,theroleofthestatutorywaterregulator
shouldberecognised.

5.WhatisaDevelopmentFinanceInstitution(DFI)?Discuss.Whatareits
key
objectives?

Approach-Question is straightforward.Candidate is required to define
developmentfinanceinstitutionandthendiscussitsimportancebygiving
examplesofsuchinstitutions.

Introduction

Thedevelopmentfinanceinstitutionsordevelopmentfinancecompaniesare
organizationsownedbythegovernmentorcharitableinstitutiontoprovide
fundsforlow-capitalprojectsorwheretheirborrowersareunabletogetit
from commerciallenders.

Body

WhatisDevelopmentFinanceInstitution?

 These are specialized institutions set up primarily to provide
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development/Projectfinanceespeciallyindevelopingcountries.

 TheseDFIsareusuallymajority-ownedbynationalgovernments.

 The source ofcapitalofthese banks is nationalorinternational
developmentfunds.

 Thisensurestheircreditworthinessandtheirabilitytoprovideproject
financeinaverycompetitiverate.

Howisitdifferentfrom commercialbanks?

 Itstrikes a balance between commercialoperationalnorms as
followedbycommercialbanksontheonehand,anddevelopmental
responsibilitiesontheother.

 DFIsarenotjustplainlenderslikecommercialbanksbuttheyactas
companionsinthedevelopmentofsignificantsectorsoftheeconomy.

ObjectivesofDevelopmentFinanceInstitutions

 TheprimeobjectiveofDFIistheeconomicdevelopmentofthecountry

 Thesebanksprovidefinancialaswellasthetechnicalsupportto
varioussectors

 DFIsdonotacceptdepositsfrom people

 Theyraisefundsbyborrowingfundsfrom governmentsandbyselling
theirbondstothegeneralpublic

 Italsoprovidesaguaranteetobanksonbehalfofcompaniesand
subscriptionstoshares,debentures,etc.

 Underwritingenablesfirmstoraisefundsfrom thepublic.Underwriting
afinancialinstitutionguaranteestopurchaseacertainpercentageof
sharesofacompanythatisissuingIPOifitisnotsubscribedbythe
Public.

 TheyalsoprovidetechnicalassistancelikeProjectReport,Viability
study,andconsultancyservices.

SomeimportantDFI’s(sectorspecific)
Industry

 IFCI–1st DFIinIndia.IndustrialCorporationofIndiawasestablishedin
1948.

 ICICI–IndustrialCreditandInvestmentCorporationofIndiaLimited
establishedin1955byaninitiativeoftheWorldBank.

 ItestablisheditssubsidiarycompanyICICIBanklimitedin1994.
 In2002,ICICIlimitedwasmergedintoICICIBankLimitedmakingitthe

firstuniversalbankofthecountry.
UniversalBank – Any Financialinstitution performing the function of
CommercialBank+DFI

 ItwasestablishedintheprivatesectorandisstilltheOnlyDFIinthe
privatesector.

IDBI–IndustrialDevelopmentBankofIndiawassetupin1964underRBIand
wasgrantedautonomyin1976

 Itisresponsibleforensuringadequateflowofcredittovarioussectors
 ItwasconvertedintoaUniversalBankin2003

IRCI–IndustrialReconstructionCorporationofIndiawassetupin1971.
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 Itwassetuptoreviveweakunitsandprovidefinancial&technical
assistance.

SIDBI–SmallIndustriesdevelopmentbankofIndiawasestablishedin1989.
 WasestablishedasasubsidiaryofIDBI
 Itwasgrantedautonomyin1998

ForeignTrade

 EXIM Bank–Export-ImportBankwasestablishedinJanuary1982and
istheapexinstitutionintheareaofforeigntradeinvestment.

 Providestechnicalassistanceandloantoexporters
AgricultureSector

NABARD – NationalBank for agriculture and ruraldevelopmentwas
establishedinJuly1982.Itwasestablishedontherecommendationofthe
ShivramanCommitteeItistheapexinstitutionintheareaofagricultureand
ruralsectorsItfunctionsasarefinancinginstitution
Housing
NHB-NationalHousingBankwasestablishedin1988.Itistheapexinstitution
inHousingFinance

Conclusion

IndianeedsDFI’stoboosteconomicgrowthwhichwouldincreasecapital
flowsandenergizecapitalmarkets.Toimprovelongterm finances,provide
creditenhancementforinfrastructureandhousingprojects.AsIndiadoesnot
haveadevelopmentbank,DFIwouldfulfiltheneedforustohavean
institutionalmechanism.


