
RBI panel suggests 
measures to push  
~ beyond borders

MANOJIT SAHA 

Mumbai, 5 July 

A
n inter-departmental group (IDG) of 
the Reserve Bank of India (RBI), set up 
to examine internationalising the 
rupee, has recommended steps for 

transactions in the domestic currency popular 
in other countries, thereby reducing dependence 
on the dollar. 

The panel, headed by Radha Shyam Ratho, 
suggested a short-term, a medium-term, and a 
long-term recommendation for this. “The inter-
nationalisation of a currency is interlinked with 
the economic progress, especially its prominence 
in global trade. The measures… would involve 
steps towards (in parallel) liberalising the capital 
account, promoting international usage of INR, 
and strengthening financial markets.”  

The panel said capital account 
convertibility was not a pre-con-
dition for internationalising 
the rupee, or vice versa, and 
that the current level of cap-
ital account conv ert ibility 
gave enough room for initi-
ating steps for internation-
alisation.          Turn to Page 6 > 

BENEFITS 

WHY THE MOVE?  
� Linkages of the Indian economy with the 
rest of the world in terms of trade and 
capital flows have increased over the years 

� Russia’s invasion of Ukraine  
and resultant sanctions reduced  
dollar dependence

�Opening of rupee 
accounts by  
non-residents 

�Inclusion of Indian 
government bonds 

in global indices 

�Integration of 
onshore and 

offshore forex 
market 

�Waiver of the 
withholding tax for 
masala bond 
issuances 

�Expanding RTGS 
system for settling 
international 
transactions 

�Banking services in 
rupee through 
offshore branches of 
Indian banks 

�Inclusion of rupee 
in IMF’s SDR basket

� Allows India’s 
exporters and 
importers to 
limit exchange 
rate risk

� Permits domestic 
firms, financial 
institutions to access 
international financial 
markets without 
assuming exchange  
rate risk 

RECOMMENDATIONS

OIL IMPORTERS’ DOLLAR DEMAND 
PUSH RUPEE TO 3-WEEK LOW P4 >

RBI MAY ASK CARD ISSUERS TO TIE 
UP WITH MULTIPLE NETWORKS P6 >

Charts short, medium, and 
long-term recommendations 
for internationalisation of  ~



6  ECONOMY & PUBLIC AFFAIRS                                             1 
>

MUMBAI   |   THURSDAY, 6 JULY 2023

RBI... 
Russia’s invasion of Ukraine 
last year and the resultant 
sanctions made many coun-
tries cautious of the price they 
might have to pay if they are 
subject to similar sanctions by 
Western governments, the 
report said. 

Such geopolitical develop-
ments — apart from an 
increase in linkages of the 
Indian economy with the rest 
of the world in terms of trade 
and capital flows — has set the 
stage for the emergence of var-
ious other currencies, includ-
ing the rupee, as prospective 
ones for use in international 
transactions, it said. 

“The IDG feels that (the) 
INR has the potential to 
become an internationalised 
currency as India is one of the 
fastest-growing countries and 
has shown remarkable resil-
ience even in the face of major 
headwinds,” the report said. 

Further, India has made 
appreciable progress in terms 
of capital account convertibil-
ity, global value chain integra-
tion, setting up GIFT city, etc. 

Greater use of the rupee in 
invoicing and settlements in 
international trade, as well as 
in capital account transactions, 
will give the currency a pro-
gressively international pres-
ence. The RBI has, since the 
Russia-Ukraine war started, 
allowed banks to settle bilateral 
trade in rupees. 

The IDG report said the 
recent decision by Sri Lanka to 
formally include the rupee as 
a designated foreign currency 
augured well for its incremen-
tal internationalisation. 

Among the benefits, inter-
nationalisation allows the 
country’s exporters and 
importers to limit exchange-
rate risks. 

“…a larger, more efficient 
financial sector may serve the 
domestic non-financial sector 
better by reducing the cost of 
capital and widening the set of 
financial institutions that are 
willing and able to provide cap-
ital. This would boost capital 
formation in the economy, 
thereby increasing growth and 
reducing unemployment,” the 
report said, while highlighting 
the benefits. 

The report highlighted cer-
tain challenges such as this 
may make the rupee’s 
exchange rate more volatile in 
the initial stages. 

“This would further have 
monetary policy implications 
as the obligation of a country 
to supply its currency to meet 
the global demand may come 
in conflict with its domestic 
monetary policies,” the report 
said. However, the report con-
cluded the benefits of interna-
tionalisation in terms of lim-
ited exchange rate risks, a lower 
cost of capital due to better 
access to international finan-
cial markets, high seigniorage, 
and reduced requirements of 
foreign exchange reserves far 
outweighed the costs. 

In the short term, which is 

two years, the IDG recom-
mended designing a template 
and adopting a standardised 
approach for invoicing, settle-
ments, and payments in rupees 
and local currencies. 

It suggested making efforts 
to enable the rupee to become 
an additional settlement cur-
rency in existing multilateral 
mechanisms such as the Asian 
Clearing Union. 

The report said in the short 
term there was a need to 
encourage opening rupee 
accounts for non-residents 
(other than nostro accounts of 
overseas banks) both in India 
and abroad. 

There is also a need for 
strengthening financial mar-
kets by fostering a global 24x5 
rupee market and promoting 
India as the hub for rupee 
transactions and price discov-
ery. Among the steps that can 
be taken over the medium 
term, two-five years, the group 
recommended waiving with-
holding tax on Masala bond 
issuances. 

A withholding tax of 5 per 
cent applies to Masala bond 
issuances, which appears to tilt 
the cost materially and 
adversely for rupee-denomi-
nated external commercial 
borrowing through Masala 
bonds, the report said. 

The report said the use of 
real time gross settlement for 
international/cross-border 
transactions might be 
explored. 

The long-term goal, the 
report said, would be including 
the rupee in the International 

Monetary Fund’s special draw-
ing rights basket. 

 

Data...  
The draft released last year is 
the third version of the much-
awaited data privacy law of the 
country. Thirty-eight govern-
ment organisations and 48 pri-
vate organisations took part in 
the consultations. The Bill is set 
to get introduced in the mon-
soon session of Parliament, 
which will begin on July 20. 

The Bill requires platforms 
to obtain verifiable parental 
consent “in such manner as 
may be prescribed” before pro-
cessing any personal data of a 
child — any user below the age 
of 18. The final version of the 
Bill is likely to keep the age of 
parental consent unchanged, 
notwithstanding multiple 
companies demanding to 
reduce it to 16 years. 

“Our actions as far as chil-
dren’s data is concerned have 
to be significantly more 
thoughtful as compared to 
adults. As a society, we hold 
that responsibility. For 
instance, personal data of chil-
dren should not be used for tar-
geted ads,” said the official 
quoted earlier. 

Another provision of the 
draft Bill that became a part of 
contention during public dis-
cussions was the provision of 
deemed consent. 

In specific circumstances, a 
data principal might be 
deemed to have given consent 
to the processing of his/her per-

sonal data if such processing is 
necessary. “There are certain 
circumstances in which taking 
consent (for sharing personal 
data) is not feasible. In situ-
ations like natural disasters like 
cyclones and earthquakes, you 
are not going to look for con-
sent,” said the official. 

For private companies, 
deemed consent could be con-
sidered under “very specific 
categories” related to employ-
ment-related items, said the 
official. The government may 
also retain the concepts of vol-
untary undertaking and alter-
native dispute resolution 
mechanisms to reduce litiga-
tions. Harsh Walia, partner at 
law firm Khaitan & Co., said: 
“Wednesday’s approval by the 
Union Cabinet for the Digital 
Personal Data Protection Bill, 
2022, is a leap towards India’s 
digital realm. This landmark 
development sets the stage for 
the Bill's introduction before 
Parliament. As the regulatory 
framework surrounding data 
protection in India slowly takes 
shape, implementation will fol-
low, enforcement mechanisms 
will materialise, and compli-
ance will become the corner-
stone of data governance.” 

 

Bombay... 
“The final figure for the 
(Bombay Dyeing) land sale is 
likely to be higher considering 
demand for land is high but 
there is no supply,” said a real 
estate analyst. 

Almost 12,000 redevelop-

ment projects are under con-
struction in land-scarce 
Mumbai, the analyst said. 
Among India’s top cities, 
Mumbai in FY23 reported the 
highest real estate transactions 
with 25 land deals accounting 
for over 267 acres. 

Mumbai was followed by 
the Delhi-NCR region with 23 
land deals of around 274 acres. 
In terms of total land area 
transacted in top seven cities, 
Chennai topped with approx-
imately 292 acres changing 
hands in nine separate deals, 
according to data collated by 
real estate firm Anarock. 

 

Tamil Nadu...  
The plant, which employed 
over 2,500 workers at the time 
of shutdown, had an annual 
manufacturing capacity of 
more than 150,000 cars on a 
two-shift basis and 200,000 
with three shifts. The company 
was forced to close down its 
India units due to a dip in vol-
umes and after suffering an 
accumulated loss of around $2 
billion. Ford rolled out the last 
vehicle from the Tamil Nadu 
unit in July 2022. 

“We are looking at a lot of 
options, as it is a prime land. 
There are many options on the 
table. I think Ford will take a 
wise call on that. Right now, it 
is Ford’s property; they will also 
be on board. They will decide 
on it,” Rajaa said. 

In the last two years, there 
have been separate reports that 
Tata Motors, Ola Electric, and 

Mahindra & Mahindra were in 
talks to take over the plant. 
However, it didn’t materialise. 

Another plant of Ford India, 
in Sanand (Gujarat), was 
acquired by Tata Motors 

through its subsidiary Tata 
Passenger Electric Mobility in 
a ~725 crore deal, announced 
in August 2022. 
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Ajit Pawar says he’s NCP chief, 
stakes claim to party symbol
ARCHIS MOHAN & PTI 

New Delhi/Mumbai, 5 July 

Maharashtra Deputy Chief 
Minister (CM) Ajit Pawar on 
Wednesday said he aspired to 
be the state’s CM someday, 
with at least 32 of the 
Nationalist Congress Party 
(NCP) legislators turning up 
to support him. Meanwhile, 
of the NCP’s 53 Members of 
Legislative Assembly (MLAs), 
18 were paraded at the meet-
ing that party chief Sharad 
Pawar had called. 

Ajit sought his 83-year-old 
uncle Sharad Pawar’s blessings 
and urged him to retire from 
active politics. The 63-year-old 
asserted that he, not his uncle, 
was the national party chief of 
the NCP. 

At a separate meeting, 
Pawar advised his nephew to 
be wary of the Bharatiya Janata 
Party (BJP) and questioned 
why they had used his photo-
graph on their banners. 

The fight, however, has 
now reached the Election 
Commission (EC), and the 
fate of the MLAs supporting 
the Ajit faction hinges on 
whether the EC recognises it 
as a break-away group since 
32 MLAs currently supporting 
it is four short of the two-
thirds necessary under the 
anti-defection law. 

The Ajit faction staked 
claim to the party symbol, 
informing the EC that the party 
elected him its national pres-
ident “through a resolution 
dated June 30, 2023”, two days 
before he rebelled and took the 
oath as deputy CM. 

The letter was followed by 

40 affidavits of NCP’s MLAs, 
Members of Parliament (MPs), 
and Members of Legislative 
Council, dated June 30, sup-
porting Ajit, which the EC 
received on July 5. The EC has 
also received a resolution 
“unanimously” electing Ajit as 
president of NCP. 

The Pawar-led group also 
filed a caveat through email 
on July 3, which stated it had 
taken action against some of 
the rebels. According to EC 
sources, Maharashtra NCP 
President Jayant R Patil 
emailed it urging the poll 
panel to hear them (Sharad 
Pawar group) before passing 
any directive. In another 
letter, Patil said disqualifica-
tion proceedings had been 
filed against nine MLAs of the 
NCP, including Ajit Pawar. 

Ajit, 63, and Pawar held sep-
arate meetings of their fol-
lowers, their first after the July 
2 split in Mumbai. Addressing 
his loyalists at South Mumbai’s 
Yashwantrao Chavan Centre, 
Pawar senior warned his 
nephew of the BJP’s penchant 
for swallowing its smaller allies. 
He wondered why the other 
camp needed to use his photo-
graph on their stage. 

Addressing those among 
the NCP’s MLAs and workers 
who have opted to follow his 
lead, Ajit urged his uncle to 
retire from politics. 

“In the BJP, leaders retire at 
75. When are you going to 
stop?” Ajit asked at the meeting 
held at Bhujbal Knowledge 
Centre in Bandra. 

Ajit blamed his uncle for the 
NCP losing out on the chance 
to have its own CM in 

Maharashtra in 2004. 
“We had more MLAs than 

the Congress in 2004, but our 
senior leader allowed the 
Congress to bag the CM’s 

post,” he said. 
Addressing his faction’s 

meeting, the senior Pawar said 
his nephew went with the BJP 
despite Prime Minister 

Narendra Modi calling the 
NCP a “corrupt” party. The 
NCP patriarch assured his 
supporters he wouldn’t allow 
anyone to snatch the party 
symbol. 

“Today, we may not be in 
power, but we are in people’s 
hearts,” he said, resolving to 
build the party he founded in 
1999. 

While the BJP has been 
quick to point out that the split 
in the NCP weakened 
Opposition unity efforts, NCP 
Working President Praful Patel 
on Wednesday said he felt like 
laughing at the June 23 Patna 
meeting that he attended. He 
said half of those who attended 
the Patna meeting had only 
one MP in the Lok Sabha. 

“There was one party that 
had zero MPs. They claim they 
will bring change,” said Patel. 

The Rajya Sabha MP said 
NCP MLAs had requested 
Sharad Pawar to go with the 
BJP when the Uddhav 
Thackeray-led Maha Vikas 
Aghadi government was on the 
verge of collapse last year. 

“When we could accept the 
ideology of Shiv Sena, then 
what is the objection in going 
with BJP?” he stated. 

In a related reaction to the 
developments, Shiv Sena MP 
Gajanan Kirtikar, currently 
with the Shinde camp, said the 
induction of the NCP group led 
by Ajit Pawar in the 
Maharashtra Cabinet had 
dented the prospects of minis-
terial aspirants from the BJP 
and Shiv Sena. 

“This has upset some 
MLAs. The CM is aware of this,” 
said Kirtikar.

EC to decide fate of defecting MLAs; 32 turn up to support Ajit, Sharad Pawar parades 18

Services PMI at 3-mth low
NIKESH SINGH 

New Delhi, 5 July 

Growth in India’s dominant 
services sector declined in June 
as inflationary pressures inten-
sified in both input costs and 
output charges, said a private 
survey on Wednesday. 

The headline figure in the 
Purchasing Managers’ Index 
(PMI) survey by credit rating 
agency S&P Global declined to 
58.5 in June from 61.2 in May.   

A print above 50 in the survey 
denotes expansion of services 
activity and below that suggests 
contraction. The headline figure 
has been in the expansion zone 
for 23 months straight since 
August 2021. The PMI is based 
on the responses of around 400 
service companies covering non-
retail consumer services, trans-
port, information, communica-
tion, finance, insurance, real 
estate, and business services. 

“Output growth remained 
sharp, despite softening to a 
three-month low, while confi-
dence towards growth prospects 

strengthened. There was also an 
increase in new export business 
during June. Consumer Services 
topped the rankings for most 
measures, registering the stron-
gest increases in intakes of new 
work, business activity, employ-
ment, and input costs,” the sur-
vey noted. 

The companies the survey 
monitors reported a sharp and 
quicker expansion in intakes of 

new business at the end of the 
first fiscal quarter. 

“Positive demand trends, 
advertising, and favourable mar-
ket conditions were among the 
reasons cited by survey partici-
pants for the latest upturn in 
sales,” the PMI survey said.  

Pollyanna De Lima, eco-
nomics associate director at S&P 
Global Market Intelligence, said 
service providers experienced a 
retreat in cost pressures, 
although business expenses rose 
again amid higher food and 
wage costs. “Combined with 
manufacturing, output prices 
across the private sector 
increased at the sharpest pace in 
over a decade.”  

“The latest PMI results for 
output charges coupled with 
upside risks to food prices sug-
gest that interest rates are highly 
unlikely to be reduced as 2023 
progresses,” she added. 

“Services employment 
expanded as companies sought 
to stay on top of their workloads 
and fulfill rising demand 
requirements,” the survey said.

INDIVJAL DHASMANA 

New Delhi, 5 July 

The Punjab Authority for Advance 
Ruling (AAR) has denied input tax  
credit (ITC) under the Goods and 
Services Tax (GST) to a company for pur-
chases made by a seller, which has dis-
charged its tax liability but the preced-
ing seller has not. 

Experts said the ruling seemed “far-
fetched” and may be reviewed at higher 
judicial forums. 

The ruling was given on the applica-
tion of Vimal Alloys, which runs a fur-
nace in Punjab and procures ferrous 
alloys, scrap, gas, and other materials 
from suppliers in the state. 

Abhishek Jain, national head of indi-
rect tax at KPMG, said the ruling, while 
only binding on the applicant, could 
open a Pandora ’s Box for businesses if 
followed by ground-level authorities. 

“Given the practical impossibility of 
verifying compliances of supplier’s ven-
dors, this ruling seems a little far-
fetched and is expected to be reconsid-
ered at higher judicial forums,” he said.
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INFLATION BOOST 
Services PMI (in points)

Note: A reading above 50 denotes 
expansion, while one below it indicates 
contraction                 Source: S&P Global

IAS OFFICERS RETIRE AT 60. EVEN IN 
POLITICS, BJP LEADERS RETIRE AT 75... 

YOU (SHARAD PAWAR) ARE 83, AREN’T  
YOU GOING TO STOP? 
AJIT PAWAR, Deputy CM, Maharashtra ’’

NCP’s Sharad Pawar (centre) addresses party workers during a 
party meeting in Mumbai on Wednesday PHOTO: PTI

Firm won’t get ITC 
if supplier’s vendor  
didn’t pay GST: AAR

ABHIJIT LELE 

Mumbai, 5 July 

To provide more choices to cus-
tomers, the Reserve Bank of India 
has suggested mandating bank 
and non-bank card issuers to issue 
debt, credit and prepaid cards on 
more than one network. 

Customers can choose any one 
either at the time of issue of the 
card or anytime later, according to 
draft norms released by the 
Reserve Bank of India on 
Wednesday. 

The RBI said card issuers would 
also be barred from signing agree-
ments that limit their ability to tie-
up with other card-networks, 
according to the draft. Suggestions 
and feedback on the draft norms 
can be submitted to the RBI till 
August 4. 

Two senior executives 
engaged in retail banking said the 
proposed changes would facili-

tate further digital adoption and 
penetration would go up. This 
would increase the market size as 
issuers may come up with 
schemes to enhance use of cards 
in consumer purchases. 

A card network is an organisa-
tion or entity that facilitates pay-
ment card transactions. 
Authorised card networks in India 
are American Express Banking, 
Diners Club International, 
MasterCard Asia/ Pacific, National 
Payments Corporation of India – 
RuPay, and Visa Worldwide. 

The directions about issuing 
cards across more than one net-
work and option to customers to 
choose any one among the multi-
ple card networks will be effective 
from October 1, 2023.   

RBI said that currently the 
authorised card networks tied-up 
with banks and non-banks for 
issuance of debit, credit, and  
prepaid cards. The choice of affil-
iated network for a card was 
decided by the card issuer. This 
was linked to the arrangements 
that the card issuers had with card 
networks based on bilateral 
arrangements.

RBI may ask card issuers to 
tie up with multiple networks

Card issuers may be barred from 
signing agreements that limit 
their ability to tie up with other 
card networks

SHRIMI CHOUDHARY 

New Delhi, 5 July 

The Goods and Services 
Tax (GST) Council, in its 
upcoming meeting, is 

likely to discuss the scope of 
the budgetary support policy 
for the eligible manufacturing 
units operating in hilly  
states, such as Uttarakhand, 
Himachal Pradesh, and those 
in the Northeast. 

The 50th GST Council 
meeting is sched-
uled to take place on 
July 11 in New Delhi. 

The move is in 
line with the 
Supreme Court’s 
(SC’s) ruling in the 
Hero MotoCorp tax 
refund case in September 
2022. The SC had rejected Hero 
MotoCorp’s claim seeking full 
budgetary support in lieu of 
the pre-existing outright excise 
duty exemption, notified by 
the central government in 
2003, in the pre-GST era. 

It, however, suggested 
states consider a mechanism 
for reimbursing such units, 
keeping in mind those 
employed in such manufactur-
ing units. It also asked com-
panies to approach the GST 
Council and states with a fresh 
representation. With the 
implementation of GST, var-
ious area-based exemption 
notifications were rescinded 
with effect from July 1, 2017. 

However, the Centre 

decided to pro-
vide budgetary 
support to exist-

ing eligible man-
ufacturing units. 

In October 2017, the 
Centre decided it would reim-
burse its share of GST — 58 per 
cent of central GST and 29 per 
cent of integrated GST (on 
interstate sales) — for the 
remaining period. It was left to 
states to decide on paying the 
remainder amount as 42 per 
cent of the taxes devolved on 
them. “In this regard, views 
were sought from states con-
cerned, including Uttarakhand 
and Meghalaya. They have 
expressed that GST revenue 
growth of states was not satis-
factory and that a substantial 
portion of tax collected is mov-
ing out in the form of inte-
grated GST. Hence, states are 
not in a position to reimburse 

the remainder portion,” said a 
Council member privy to the 
talks. Hero MotoCorp and Sun 
Pharmaceutical Industries 
were two companies that had 
challenged the arrangement as 
the financial incentive pro-
vided under the pre-GST 
memorandum included a 100 
per cent excise duty exemption 
to new industrial units for 10 
years from the date of com-
mencement of commercial 
production. “It is essential for 
all states and the Centre to 
honour the commitments 
made to businesses, based on 
which investments have been 
made. Any changes in tax pol-
icies which impact the com-
mitments made would impact 
the product pricing and prof-
itability of the impacted busi-
nesses and would dampen 
business sentiment,” said M S 
Mani, partner, Deloitte India. 

Other agenda 
The all-powerful Council is 
also expected to take up several 
long-pending matters, includ-
ing taxation issues concerning 
online gaming and finalising 
the operational framework of 
appellate tribunals. 

The Council may also clar-
ify whether multi-utility 
vehicles will be treated the 
same as sport utility vehicles 
and subject to a 22 per cent 
compensation cess if they fulfil 
four conditions.  
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