IASBABA’S TLP 2023 (PHASE — 1) — DAY 90 SYNOPSIS

Q-1 -Indias ties with the gulf cooperation (GCC) countries have gained importance in
recent years due to economic, energy , and security considerations,What is nature
of indias engagement with the GCC and how has it evolved over time ?What are the
opportunities and challenges in strengthening indias ties with GCC, and how can
these be leveraged to promote regional stability and economic growth . Analyse .

Approach

In this question candidates need to write about how Indian ties gained importance
with GCC countries in recent years due to economic and energy considerations, what
is nature of indias engagement evolved over the years and opportunities and
challenges in strengthening indias ties with GCC .how this relation will bring regional
stability and growth .

Introduction

India and the GCC countries share historic trade and cultural ties that go back
centuries. In recent years, the relationship has grown stronger, with both sides
recognizing the potential benefits of closer cooperation. India is an important market
for GCC countries, particularly for their oil and gas exports, and the GCC countries are
a significant source of remittances for India, with millions of Indian expatriates
working in the region.

Body

Indian ties with the Gulf Cooperation Council (GCC) have indeed gained importance
over the years. The GCC is a regional intergovernmental organization consisting of six
Arab countries: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab
Emirates.

e India and the GCC countries share historic trade and cultural ties that go back
centuries. In recent years, the relationship has grown stronger, with both sides
recognizing the potential benefits of closer cooperation.

e India is an important market for GCC countries, particularly for their oil and gas
exports, and the GCC countries are a significant source of remittances for India,
with millions of Indian expatriates working in the region.

e Some of the key areas of cooperation between India and the GCC include trade
and investment, energy, infrastructure development, security, and counter-
terrorism.

e India has also been actively involved in various regional initiatives, such as the
Indian Ocean Rim Association (IORA), the Asia-Africa Growth Corridor (AAGC), and
the International Solar Alliance (ISA), which have provided new avenues for
collaboration with the GCC countries.

e Moreover, India and the GCC countries have been working to enhance people-to-
people contacts, with the two sides promoting tourism, cultural exchanges, and
educational linkages. In recent years, there has also been a focus on strengthening
cooperation in the fields of science and technology, health, and food security.
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Overall, the growing ties between India and the GCC countries are a reflection of
the mutual interest in closer cooperation and partnership, and both sides are
expected to continue to explore new avenues for collaboration in the coming
years.

How ties with GCC evolved

The ties between India and the Gulf Cooperation Council (GCC) have evolved
significantly over the years.

Historically, India has had cultural and trade ties with the Gulf region, dating back
centuries. However, the modern relationship between India and the GCC began
to take shape in the 1970s, when the Gulf countries began to invest heavily in
infrastructure development and other sectors.

This led to a significant increase in demand for labor, and Indian workers began
to travel to the Gulf region in large numbers.

During the 1980s and 1990s, economic ties between India and the GCC grew
stronger, particularly in the areas of trade and energy. The GCC countries became
important sources of crude oil and natural gas for India, and the two sides also
began to explore opportunities for investment and joint ventures in various
sectors.

In the 2000s, the relationship between India and the GCC continued to deepen,
with both sides recognizing the potential benefits of closer cooperation. India
became an important market for GCC countries, particularly for their oil and gas
exports, and the GCC countries remained a significant source of remittances for
India, with millions of Indian expatriates working in the region.

In recent years, the ties between India and the GCC have evolved further, with
both sides seeking to enhance cooperation in a wide range of areas. There has
been a focus on strengthening trade and investment ties, with both sides
exploring new avenues for collaboration in sectors such as technology, renewable
energy, and infrastructure development.

There has also been a growing focus on people-to-people contacts, with both
sides promoting tourism, cultural exchanges, and educational linkages.

Overall, the evolution of ties between India and the GCC has been shaped by a
combination of economic, political, and cultural factors, and the relationship is
expected to continue to grow and evolve in the coming years.

Opportunities:

Economic benefits: The GCC countries are a significant source of oil and gas for
India, and strengthening ties could lead to greater access to energy resources.
India also offers a large market for GCC countries, particularly for their non-oil
exports.

Investment opportunities: India and the GCC countries have identified several
sectors for investment and joint ventures, including technology, renewable
energy, and infrastructure. Strengthening ties could lead to increased investment
flows in these sectors.

People-to-people contacts: There is a significant Indian diaspora in the GCC
countries, which provides opportunities for cultural exchanges and tourism.
Strategic partnerships: India and the GCC countries share common strategic
interests, particularly in the areas of counter-terrorism and security.
Strengthening ties could lead to greater cooperation in these areas.
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Challenges:

Political differences: There are political differences between India and some of
the GCC countries, particularly with regard to their relationship with Iran. These
differences could impact the relationship between the two sides.

Regional conflicts: The GCC region is beset by several conflicts, including the war
in Yemen and tensions with Qatar. These conflicts could impact the relationship
between India and the GCC countries.

Dependence on oil: India's dependence on oil imports from the GCC countries
makes it vulnerable to fluctuations in global oil prices. Strengthening ties could
further deepen this dependence.

Labor issues: The treatment of Indian workers in the GCC countries has been a
source of concern in the past, and there have been instances of exploitation and
abuse. Strengthening ties should be accompanied by efforts to protect the rights
of Indian workers in the region.

India's ties with the Gulf Cooperation Council (GCC) can be leveraged to bring regional
stability in several ways:

Counter-terrorism: India and the GCC countries share a common interest in
countering terrorism, and have been cooperating in this area for several years.
Strengthening this cooperation can help to prevent the spread of terrorism and
extremism in the region.

Diplomacy: India has maintained good diplomatic relations with both Iran and
Saudi Arabia, which are key players in the region. India's engagement with both
sides can help to promote dialogue and reduce tensions.

Economic stability: India is a major market for GCC countries, particularly for their
oil and gas exports. By maintaining stable economic ties,network error

India's ties with the Gulf Cooperation Council (GCC) can be leveraged to bring
regional stability in several ways:

Counter-terrorism: India and the GCC countries share a common interest in
countering terrorism, and have been cooperating in this area for several years.
Strengthening this cooperation can help to prevent the spread of terrorism and
extremism in the region.

Diplomacy: India has maintained good diplomatic relations with both Iran and
Saudi Arabia, which are key players in the region. India's engagement with both
sides can help to promote dialogue and reduce tensions.

Conclusion -

Overall, by leveraging its ties with the GCC countries, India can play a positive role in
promoting regional stability and security. This requires continued engagement and
cooperation with all the countries in the region, as well as a commitment to addressing
the underlying economic and social issues that contribute to instability.

2. Follow-on Public Offer (FPO) is a popular fundraising method used by
companies to raise capital from the public. What is the concept of FPO,
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and how does it differ from Initial Public Offer (IPO)? What are the
benefits of FPO for companies and investors, and how can it impact the
economy? Explain.

Approach

Candidates can start the answer with basic idea of FPO and how its different from the
IPO and also state several benefits to different stakeholders and impact on the overall
economy.

Introduction

Follow-on Public Offer (FPO) is a process through which a publicly-traded company
can issue additional shares to the public and raise capital. It is a type of public offering
in which an already listed company offers its shares to the public for sale, after its
initial public offering (IPO).

Body

Difference:

e The key difference between an IPO and an FPO is that an IPO is the first time a
company issues shares to the public, while an FPO is a subsequent issue.

e An IPO is typically used by a company to raise capital for the first time and
establish a public market for its shares.

e In contrast, an FPO is used by a company that has already gone public and
wants to raise additional capital by issuing more shares to the public.

Benefits for Companies:

e Raising Capital: FPO enables companies to raise capital from the public and
institutional investors, which can be used for business expansion, research and
development, and other activities.

e Enhanced Visibility and Liquidity: FPO helps in increasing the visibility of the
company and its shares, which can lead to higher demand and liquidity for its
shares.

e Reduced Debt Burden: Companies can use the funds raised through FPO to pay
off their debts, which can lead to a reduction in their interest costs and a more
favorable debt-to-equity ratio.

Benefits for Investors:

e Access to Quality Stocks: FPO provides investors with the opportunity to invest
in quality stocks of established companies with a proven track record.

e Potential for Capital Appreciation: FPO offers the potential for capital
appreciation as the share prices of the company may increase in the future.

e Diversification of Portfolio: FPO provides investors with an opportunity to
diversify their portfolio and reduce risk.

FPO can also have a positive impact on the economy by:
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e Promoting Entrepreneurship: FPO enables entrepreneurs to raise capital and
start new ventures, which can contribute to the overall growth of the
economy.

e Encouraging Investments: FPO can encourage investments in the stock market,
which can lead to higher economic growth and development.

e Improving Corporate Governance: FPO encourages companies to adopt better
corporate governance practices as they become more accountable to their
shareholders.

Conclusion

Overall, the use of FPOs can help to promote capital market development, foster
entrepreneurship, and support sustainable economic growth in India. In turn it can
boost economic growth by creating jobs, increasing productivity, and stimulating
demand for goods and services.

3. How effective have the measures taken by the Indian government and
the Reserve Bank of India been in addressing the issue of Non-
Performing Assets (NPAs) in the banking sector, and what further steps
can be taken to ensure a sustainable solution to this problem? Discuss.

Approach

Candidates can start the answer with basic idea of NPA problem in India and state the
several measures taken by government to curb it. Also suggest some new measures
steps to tackle emerging NPAs.

Introduction

NPA (Non-Performing Asset) problem refers to the issue of banks and financial
institutions facing a high level of bad loans or non-performing assets. In India, this
problem has been a cause of concern for the banking sector for many years, affecting
the overall health of the economy.

Body

The measures taken by the Indian government and the Reserve Bank of India (RBI) to
address the issue of Non-Performing Assets (NPAs) in the banking sector have had
mixed results. Some of the key measures taken include:

e Mission Indradhanush —2015: The Indradhanush framework for transforming
the PSBs represents the most comprehensive reform effort undertaken since
banking nationalization in the year 1970 to revamp the Public Sector Banks
(PSBs) and improve their overall performance.

e Asset Quality Review (AQR): In 2015, the RBI initiated the AQR to identify NPAs
in the banking system and assess the adequacy of banks' provisioning. The AQR
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revealed a large number of hidden NPAs, which led to higher provisioning
requirements and lower profits for banks.

Insolvency and Bankruptcy Code (IBC): In 2016, the Indian government
introduced the IBC to provide a time-bound and creditor-driven insolvency
resolution process for stressed companies. The IBC has helped banks recover
a significant amount of their bad loans, but the process has been slow and has
faced legal challenges.

Recapitalization of banks: The Indian government has announced several
rounds of capital infusion to strengthen the capital base of public sector banks
and improve their lending capacity. However, the effectiveness of this
measure has been limited by structural issues in the banking sector, such as
weak governance and risk management practices.

Resolution of large stressed assets: The RBI has initiated a framework for the
resolution of large stressed assets, known as the Revised Framework for
Resolution of Stressed Assets. Under this framework, banks are required to
identify and resolve stressed assets within a strict timeline, failing which the
assets are referred to the insolvency process.

To ensure a sustainable solution to the problem of Non-Performing Assets (NPAs) in
India, the following steps can be taken:

Strengthening the legal framework: The legal framework for recovery of bad
loans needs to be strengthened, and the recovery process needs to be
expedited.

Encouraging resolution through asset reconstruction companies (ARCs):
Encouraging resolution through ARCs can be helpful in resolving the issue of
NPAs as these companies specialize in the acquisition and management of
distressed assets.

Promoting the use of technology: The use of technology can help in the early
detection of NPAs, which can aid in prompt action and resolution. For example,
the use of Artificial Intelligence and Machine Learning can help in detecting
potential NPAs early.

Increasing transparency: There needs to be increased transparency in the
lending process, with lenders being held accountable for their actions.
Promoting credit discipline: The promotion of credit discipline through credit
information systems and credit rating agencies can help in reducing the
instances of NPAs.

Encouraging a culture of responsible borrowing and lending: Promoting
responsible borrowing and lending can be achieved through financial literacy
programs, educating borrowers on the risks associated with taking on debt and
educating lenders on responsible lending practices.

Promoting investment in distressed assets: Encouraging investment in
distressed assets can help in resolving the NPA issue and provide opportunities
for investors to make profits.

Conclusion
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Overall, a sustainable solution to the NPA problem in India requires a combination of
policy measures, including strengthening the legal framework, promoting
transparency, and encouraging a culture of responsible borrowing and lending.




