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:: Economy :: 
(Terms and Concept in News) 

Countervailing Duty (CVD) 

 Additional import duty that is imposed to neutralize the negative effects of subsidiesSafeguard dutyTariff 

imposed to restrict imports of a product temporarily (take “safeguard” actions) if its domestic industry is injured 

or threatened with injury causedby a surge in imports Anti-dumping Duty (ADD) 

 Protectionist tariff that a domestic government imposes on foreign imports that are priced lower than their value 

in their home market Inverted Duty Structure 

 It implies a situation where import dutyon finished goods is low compared to the import dutyon raw materials 

that are used in the production of such finished goods. 

 This makes domestically produced goods more expensive that their imports from other countries 

Limited Liability Partnerships 

 It is an alternative corporate business vehiclethat provides the benefits of limited liability of a company, but 

allows its members the flexibility of organizing their internal management on the basis of a mutually arrived 

agreement, as is the case in a partnership firm The LLP as a separate legal entity, is ful style="text-align: 

justify"ly liable of its assets but liability of the partners is limited to their agreed contribution in the LLP 

Universal basic Income (UBI) 

 It is an unconditional cash transfer to every citizen of the country periodically. 

Minimum Basic Income 

 Income Support to the citizens from the state. 

National Examples 

 Madhya Pradesh Unconditional Cash Transfers Project, more than 6000 beneficiaries were given income 

support besides existing subsidies. 

International Examples 

 Under Finland’s “Perustul style="text-align: justify"okokeilu”(Basic Income Experiment), unconditional 

income support was provided to the selected pool of unemployed people between 25 & 58. 

 Brazil has an ‘anti-poverty’ programme called ‘BolsaFamilia’, involving a cash grant to families below a certain 

income level, provided they meet conditions such as overseeing their children’s school attendance. 

Infrastructure Investment Trusts (InvITs) 

 These are mutual fund like institutions that enable investments into the infrastructure sector by pooling small 

sums of money from mul style="text-align: justify"titude of individual investors for directly investing in 

infrastructure so as to return a portion of the income to unit holders of InvITs, who pooled in the money. 

 InvITs are regul style="text-align: justify"ated by Securities and Exchange Board of India.  
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Masala Bonds: 

 Masala bonds are rupee-denominated debt securities issued outside India by Indian companies. 

 The bonds are directly pegged to the Indian currency. So, investors directly take the currency risk or exchange 

rate risks. 

External Commercial Borrowings 

 It is the financial instrument used to borrow money from the foreign sources of financing to invest in the 

commercial activities of the domestic country. Simply, borrowing money from the non-resident lenders and 

investing it in the commercial activities of India is called as external commercial borrowings. 

Withholding Tax 

 It is an amount that an employer withholdsfrom employees’ wages and pays directly to the government. The 

amount withheld is a credit against the income taxes the employee must pay during the year. It also is a tax 

levied on income (interest anddividends) from securities owned by a non-resident as well as other income paid 

to nonresidents of a country  

Roll-over Risk 

 It is a risk associated with the refinancing of debt. Roll over risk is commonly faced by countries and companies 

when a loan or other debt obligation (like a bond) is about to mature and needs to be converted, or rolled over, 

into new debt. If interest rates have risen in the meantime, they woul style="text-align: justify"d have to 

refinance their debt at a higher rate and incur more interest charges in the future–or, in case of a bond issue, pay 

out more in interest. 

Operational and Financial creditors 

 Financial creditors are those whose relationship with the entity is a pure financial contract, such as a loan or 

debt security. 

 Operational creditor (unsecured creditor) refers to anyone who has provided goods or services and the payment 

for same is due from the corporate debtor. 

 The IBC creates the distinction between a financial and operational creditor based on the nature oftransaction 

(i.e. purely financial transactions or transactions related to day to day operations. 

National Minimum Wage 

Minimum Wage 

 It is one, which is paid by an employer/industry to its workers irrespective of its ability to pay. 

 It must provide not only for the bare sustenance of life, but for the preservation of the efficiency of the workers 

 The Expert Committee under the Chairmanship of Dr. AnoopSatpathy has brought out a timely technical Report 

on “Determining the Methodology for the Fixation of the National Minimum Wage (NMW)”. 

 A uniform national minimum wage of Rs 9,750 per month or region-wise minimum wages ranging from Rs 

8,892-Rs 11,622 per month for five regions (as of Jul style="text-align: justify"y 2018) has been recommended. 

International Conventions on Minimum Wages 

 The ILO Minimum Wage Fixing Machinery Convention, 1928 

 Minimum Wage Fixing Machinery (Agricul style="text-align: justify"ture) Convention, 1951 

 Minimum Wage Fixing Convention, 1970 
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CAPITAL GAINS TAX 

 It is a tax levied on capital gains, profits an investor realizes when he sells a capital asset for a price that is higher 

than the purchase price. 

 Tax is levied when an asset is realized, not while it is held by an investor. 

 Budget 2018 imposed long term capital gains (LTCG) tax @ 10%. 

 No indexation benefit (allowance for inflation) woul style="text-align: justify"d be allowed. 

BASE EROSION AND PROFIT SHIFTING (BEPS): 

 Tax planning strategies that exploit the gaps and mismatches in tax rul style="text-align: justify"es to artificially 

shift profits to low or no-tax locations e.g. Panama, Cayman Island. 

 Usually, there is little or no economic activity at those locations. 

 It is aimed at paying little or no overall corporate tax. 

 BEPS is of major significance for developing countries due to their heavy reliance on corporate income tax, 

particul style="text-align: justify"arly from mul style="text-align: justify"tinational enterprises (MNEs) 

FLOOR SPACE INDEX 

 It is the total floor area built per square metre of land. 

 For example, if a plot size is 3,000 sq.ft. and the FSI is 1, it implies that a maximum of 3,000 sq.ft. of built-up 

area on the plot is permitted. In other words, this will allow you to build, for instance, a two storeyed home with 

1,500 sq.ft. area on each floor.  

 It is fixed by urban local bodies/ developmental authorities. 

TRANSFER PRICING 

 Transfer pricing is the setting of the price for goods and services sold between controlled (or related) legal 

entities within an enterprise. For example, if a subsidiary company sells goods to a parent company, the cost of 

those goods paid by the parent to the subsidiary is the transfer price. 

 When transfer pricing occurs, companies can book profits of goods and services in a different country that may 

have a lower tax rate. 

 Thus they can be used to avoid the tax liability. 

ARMS LENGTH PRINCIPLE 

 he international tax laws are regul style="text-align: justify"ated by the Organization for Economic Cooperation 

and Development (OECD). 

 It says that the transfer prices set between the corporate entities shoul style="text-align: justify"d be in such a 

way as if they were two independent entities. 

ADVANCE PRICING AGREEMENT (APA) 

 Under this the two competent authorities (usually a taxpayer and at least one taxation authority) will negotiate 

in advance to determine the Arms Length Price of the future international transaction. Thus, APAs bring tax 

certainty, reduce litigation expenses and avoid risk of double taxation. 

DOMESTIC SYSTEMICALLY IMPORTANT BANKS (D-SIB) 

 D-SIB means that the bank is too big to fail. 

 According to the RBI, some banks become systemically important due to their size, crossjurisdictional activities, 

complexity and lack of substitute and interconnection. 
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 Banks with assets exceeding 2% of GDP are considered part of this group 

 ICICI Bank, HDFC Bank and SBI are D-SIBs. 

 All the banks under D-SIB are required to maintain higher share of risk-weighted assets as tier-I equity. 

STRATEGIC OIL RESERVES 

 

 Recently Government invited Saudi Arabia and Oman to participate in the Indian Strategic Petroleum Reserve 

Programme. 

 The government has already built three such reserves 

a. Visakhapatnam, A.P. 

b. Mangalore, Karnataka 

c. Padur, Kerala 

 Detailed Project Reports have been prepared for establishing additional crude oil reserves at Chandikhol 

(Odisha), Rajkot (Gujrat) and Bikaner (Rajasthan). 
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