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FOREIGN CONTRIBUTION (REGULATION) ACT, 2010:

ENSURING TRANSPARENCY IN FOREIGN FUNDING

WHYINTHENERVS?I 8 B B N N N B & ™= &
The Union Home Ministry has announced that foreign funds received under the prior permission route must
be utilised within four years from the date of approval. This directive is in accordance with the provisions of
the Foreign Contribution (Regulation) Act, 2010 (FCRA). As per the ministry, the validity period for receiving
foreign contributions under prior permission is three years, and the funds must be used within a maximum of
four years. For applications already approved where the remaining validity exceeds three years, the four-
year limit will now be counted from the date of issuance of this new order rather than from the original date
of approval. This move aims to enhance compliance and accountability in the utilisation of foreign

contributions.

WHATISFCRA2010? o .
The Foreign Contribution (Regulation) Act (FCRA), 2010, was enacted by the Parliament of India to
consolidate the law regulating the acceptance and utilization of foreign contributions or foreign hospitality
by certain individuals, associations, or companies. It aims to prohibit such acceptance or utilization for
activities that are detrimental to the national interest and also addresses matters connected or incidental to

these objectives.

KEY PROVISIONOFFCRA2010 _ o _______
1. Registration or Prior Permission: Any individual, association or NGO must either register or obtain prior
permission from the Ministry of Home Affairs (MHA) to receive foreign contributions.

2. Designated FCRA Account: Foreign contributions must be received only in a designated FCRA account at
the State Bank of India, New Delhi Main Branch (NDMB).

3. Prohibited Recipients: Certain entities cannot receive foreign funds, including Election candidates, Judges,
Government servants, members of the legislature, Political parties and their office-bearers, Journalists
(under certain conditions)

4. Restricted Use of Funds: Foreign contributions must not be used for Activities against national interest,
Political funding, Religious conversion, Sedition or violence, Administrative expenses beyond a permissible

limit (currently capped at 20%)




5. No Sub-Granting (as per 2020 Amendment): Registered organizations cannot transfer foreign funds to
other NGOs or entities, even if the latter is FCRA-registered.

6. Maintenance of Records: Recipients must maintain proper accounts and file annual returns detailing the
receipt and usage of foreign funds.

7. Suspension/Cancellation of Registration: The MHA can suspend or cancel registration in case of violations
or misuse of foreign funds.

8. Mandatory Aadhaar for Office Bearers: Key functionaries of NGOs must link their identity with the
Aadhaar (2020 amendment).

9. Cap on Administrative Expenses: Administrative expenses must not exceed 20% of total foreign
contributions received (earlier it was 50%).

10. FCRA Online Services: All applications for registration, renewal, and reporting are processed through the
FCRA online portal.

RECENT RULESIOEFCRAROIONE S .
1. TDS Refund Transfer: The FCRA Amendment Rules 2024 clarify the process of transferring TDS refunds,
addressing concerns regarding the previous ambiguity.

2. Carrying Forward Administrative Expenses: The rules now permit carrying forward administrative
expenses, offering some relief to organizations.

3. FCRA Registration Validity: The Act states that registration certificates are valid for five years, and renewal
must occur within six months before expiry.

4. Prohibition of Foreign Contribution: The FCRA prohibits the acceptance of foreign contributions by
individuals like candidates for elections, journalists, judges, government servants, and members of the
legislature or political parties.

5. FCRA Account: Organizations are required to open a designated “FCRA Account” to manage foreign
contributions.

6. Purpose of Funds: The FCRA mandates that NGOs utilize foreign funds only for the purposes for which
they were received and as stipulated in the Act.

IMPORTANCE OF FOREIGN:FUNDSFORINGORS N e
1. Financial Support for Development Projects: Foreign contributions fund a wide range of social,
educational, health, environmental, and humanitarian programs, especially in rural and underserved regions.
2. Innovation and Research: Many NGOs engage in research, advocacy, and innovation, especially in fields
like climate change, public health, and education, which are often funded by international donors.

3. Capacity Building: Foreign aid helps NGOs build infrastructure, train personnel, and improve their internal
systems for better project implementation and impact assessment.

4. Collaboration and Global Best Practices: International funding often comes with technical expertise and
global best practices, enabling Indian NGOs to align with global development goals like the UN SDGs.

5. Filling Gaps in Governance: NGOs supported by foreign funds often operate in areas where
government programs are absent, underfunded, or inaccessible, helping improve last-mile delivery.

6. Focus on Marginalized Communities: Foreign funding empowers NGOs to work with marginalized and
vulnerable groups, ensuring inclusivity and equity in development initiatives.

7. Advocacy and Human Rights Work: Many NGOs engaged in human rights, gender equality, and legal aid
rely on foreign support to remain independent and effective.

WAY FORWARD




1. Strengthen Compliance Without Overregulation: Implement tiered compliance norms based on NGO size
and scope. Provide dedicated support and simplified processes to reduce bureaucratic hurdles.

2. Enhance Transparency: Introduce digital dashboards for real-time tracking of foreign funds. Public
disclosure of fund usage and third-party audits can improve accountability.

3. Promote Domestic Philanthropy: Offer tax incentives and CSR partnerships to encourage local funding. A
national platform can help connect donors with grassroots NGOs.

4. Build Capacity for Compliance: Organize training workshops and create SOPs and e-learning tools to help
NGOs understand and meet FCRA requirements effectively.

5. Balance Security and Civil Liberties: Ensure fair enforcement by avoiding blanket bans and involving civil
society in policy-making. Protect freedom of association while addressing misuse.

CONCLUSION _ ol _
While ensuring national security, FCRA must foster a supportive regulatory ecosystem for NGOs. A
transparent, facilitative, and balanced framework will empower civil society to contribute meaningfully to
India’s development. Moreover, the government should act as an enabler rather than a controller—
encouraging collaboration, trust-building, and dialogue between regulatory bodies and the non-profit sector.
By promoting accountability without compromising the autonomy of genuine NGOs, India can ensure both
national interest and inclusive social progress go hand-in-hand. A vibrant and well-supported NGO ecosystem

is vital for a democratic, equitable, and sustainable future.

PRELIMS QUESTIONS _ _ _ -
Q. With reference to the Foreign Contribution (Regulation) Act (FCRA), 2010, consider the following
statements:

1. FCRA applies only to NGOs receiving foreign funds.

2. Under FCRA, foreign funds must be received in a designated account in the State Bank of India, New Delhi.
3. FCRA allows sub-granting of foreign funds to other FCRA-registered NGOs.

4. The administrative expenses of an organization under FCRA cannot exceed 20% of the foreign contribution
received.

Which of the statements given above are correct?

A.1and 2 only

B. 2 and 4 only

C.1,2and 4 only

D. 1, 3 and 4 only

Answer: B

MAINS QUESTIONS

Q. Discuss the objectives and key provisions of the Foreign Contribution (Regulation) Act (FCRA), 2010. In
light of recent amendments, critically analyze the challenges faced by NGOs in complying with FCRA.
(250 words, 15marks)

WEAVING INDIA’S ECONOMY: THE STORY OF THE

TEXTILE SECTOR




WHY IN THE NEWS? oo
The Indian textile sector has recently gained renewed attention due to a series of government initiatives,
trade developments, and evolving global dynamics. The announcement and implementation of flagship
programs like the PM MITRA Parks and the Production Linked Incentive (PLI) scheme have created a
conducive environment for large-scale investment in the industry. In 2023 alone, states like Tamil Nadu and
Gujarat signed MoUs with leading textile firms under these schemes, signaling an uptick in industrial

momentum.
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1. The Indian textile sector is one of the oldest industries in the country, dating back several centuries.It
contributes about 2.3% to India’s GDP and 12% to export earnings (Economic Survey 2022-23).The industry
employs over 45 million people directly and around 100 million indirectly (IBEF Report 2023).For example,
cities like Tirupur and Surat thrive solely on textile-based employment.
2. India is the second-largest producer of textiles and garments globally, after China.
The global market share of Indian textiles stands at approximately 4%, according to WTO data.The country’s
capability in producing a wide variety of fibers and yarns makes it globally competitive.According to a
McKinsey report, India’s cotton yarn exports grew by 13% in 2022, supporting global supply chains.
3. The textile industry comprises both organized and unorganized sectors.
While large mills operate in the organized sector, handloom and handicrafts dominate the informal segment.
According to the Ministry of Textiles, the unorganized sector contributes nearly 70% of production volume.
For instance, the Chanderi weaving cluster in Madhya Pradesh operates largely through traditional looms.
4. The industry is vertically integrated, covering the entire value chain from fiber to apparel.
This includes ginning, spinning, weaving, dyeing, and garment production, promoting self-reliance.The
Cotton Corporation of India plays a crucial role in stabilizing cotton prices and supply. A 2022 report from
CRISIL shows that vertical integration improved margins for large textile firms by 15%.
5. India is a hub for natural fiber-based textiles, particularly cotton.Cotton accounts for around 51% of the
total textile production (Textile Ministry Annual Report 2022).




Its cultivation is prevalent in states like Maharashtra, Gujarat, and Punjab.In 2022, Maharashtra alone
produced over 8 million bales of cotton.

6. The sector also has a significant presence in synthetic fibers and blended textiles.Polyester and viscose are
gaining traction due to their durability and affordability.

Reliance Industries is a major player in synthetic fiber production in India. The synthetic textiles market in
India was valued at $12 billion in 2022 (ASSOCHAM report).

7. Textile exports are vital to India’s foreign exchange reserves. Total exports from the sector amounted to
around $44.4 billion in FY 2022-23 (DGFT Data).Major export destinations include the US, EU, UAE, and
Bangladesh.For instance, apparel exports to the US alone accounted for $8.3 billion in 2022.

8. The industry is a key player in empowering women and rural artisans.Over 70% of handloom workers are
women (National Handloom Census 2019). Initiatives like ‘India Handloom Brand’ promote traditional skills
and products. In 2023, 80% of beneficiaries of the Handloom Marketing Assistance program were women.
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TEXTILE SECTOR BASKET — COTTON, JUTE, WOOLEN _ _ oo _._
1. Cotton Industry: India is the largest producer of cotton globally, contributing 23% of world cotton
production. As per the Cotton Advisory Board, cotton output reached 36 million bales in 2022-23. Gujarat
and Maharashtra are the leading cotton-producing states. For example, Gujarat accounted for 28% of
national production in FY23.

2. Cotton textiles form the backbone of the Indian textile export market. Products like bedsheets, shirts, and
denim have significant demand globally. The US and EU are major importers of Indian cotton
garments.Cotton shirt exports to the US alone were valued at $1.1 billion in 2022.

3. Jute Industry: India is the largest producer of raw jute and jute goods, with West Bengal being the major
hub. The jute industry supports around 4 lakh workers and 40 lakh farmers.
India produces nearly 1.7 million tonnes of raw jute annually (NJB Report 2023). For example, the

Raghunathganj belt in Murshidabad specializes in jute sacks.




4. Jute is increasingly gaining traction due to eco-friendly demand. Products such as jute bags and carpets are
promoted under “Plastic-free India” initiatives. The Ministry of Environment has supported jute packaging to
reduce plastic usage. In 2023, the government made jute packaging mandatory for 100% of food grains.

5. Woolen Industry: Concentrated in northern India, especially Punjab and Himachal Pradesh. Ludhiana is
known as the “Manchester of India” for woolen wear. India imports high-quality raw wool from Australia and
New Zealand.For example, 95% of India’s fine wool comes from these imports (Wool Federation 2022).

6. Woolen textiles cater largely to domestic winterwear demand. Blankets, sweaters, and shawls are some
common products. The Khadi and Village Industries Commission (KVIC) supports wool-based rural industries.
In 2022, KVIC sold Rs 145 crore worth of woolen products.

7. Wool production in India is limited, and domestic sheep breeds provide coarse wool. The annual wool
production is about 40 million kg, insufficient for the entire industry. Hence, India remains dependent on
wool imports for quality garments. For example, Ladakh produces Pashmina wool, but in limited volumes.

8. The textile basket also includes technical textiles, silk, and man-made fibers.Technical textiles account for
nearly 13% of total textile exports (FICCI Report 2023).Silk production is significant in Karnataka and Assam.
India is the second-largest producer of silk globally, with over 35,000 MT output in 2022.

IMPACT OF MAKE INIINDIRON JEXTILE INBUSTRES SSSmem B __ B =\ W ________.
1. The ‘Make in India’ initiative has reinvigorated interest in domestic manufacturing. It has encouraged FDI
and large-scale investments in textile parks. For instance, Arvind Ltd. and Welspun have expanded facilities
under this push. Welspun invested Rs 2,000 crore in a smart textile park in Gujarat in 2022.

2. The scheme promotes local sourcing and self-reliance in textile production.Reduced dependence on
Chinese imports has enhanced India’s global standing.According to DPIIT, India’s textile FDI inflow was $4.4
billion between 2000-2022.Local spinning mills have increased yarn capacity by 10% post-2020.

3. Infrastructure development under the initiative has boosted the sector. The setting up of Mega Textile
Parks is an example of cluster-based growth. PM MITRA parks aim to create world-class industrial
infrastructure. The first PM MITRA park was launched in Tamil Nadu in 2023 with a Rs 4,500 crore outlay.

4. It has led to enhanced employment opportunities across regions. The Textiles Ministry estimates that 1
lakh direct jobs were created under Make in India. Skill India has trained over 11 lakh workers in the apparel
sector. In Odisha, over 10,000 artisans were trained in handloom skills under this mission.

5. Local artisans and MSMEs are integrated into the national supply chain. Initiatives like One District One
Product (ODOP) benefit traditional textile clusters. For example, Bhagalpur silk and Banarasi sarees gained
national promotion. ODOP reports show that handloom exports from Varanasi rose by 25% in FY23.

6. Export competitiveness has improved due to enhanced compliance and branding. ‘India Handloom Brand’
ensures quality assurance and market access. The Indian garment sector is now better aligned with global
fashion trends. In 2022, Indian textile brands signed contracts with global retailers like H&M and Zara.

7. New technologies and automation were adopted under this initiative.Textile mills now utilize Al-based
quality control and digital printing tech. Investment in R&D rose by 30% in key textile hubs like Surat and
Tirupur. Example: Raymond Ltd. launched a smart fabric line with anti-viral properties.

8. Make in India has helped position India as an emerging textile hub. India was ranked among the top three
textile manufacturing destinations globally (McKinsey Report 2022). The country aims to double its textile
exports to $100 billion by 2030. As per Texprocil, export orders from EU brands grew by 18% in 2023.
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1. PM MITRA (Mega Integrated Textile Region and Apparel) Parks: Launched to boost integrated textile
value chains across 7 states. Each park is expected to attract Rs 10,000 crore investment and create 1 lakh
jobs. The Tamil Nadu park already signed MoUs with 13 textile firms in 2023.

2. Production Linked Incentive (PLI) Scheme: Offers incentives for high-value MMF and technical textile
production. Rs 10,683 crore has been allocated, expecting $20 billion in additional output. In FY23, 64
companies qualified for incentives under PLI for textiles.

3. National Technical Textiles Mission: Aims to increase India’s share in global technical textiles to 10% by
2025. Rs 1,480 crore is set aside for R&D and capacity building. In 2023, 40 new technical textile startups
were incubated under the mission.

4. Skill India and SAMARTH schemes: Provide skill training to youth in apparel and textile operations. Over
13 lakh people trained under SAMARTH since its inception in 2017. States like Andhra Pradesh and Tamil
Nadu lead in certified textile trainees.

5. Amended Technology Upgradation Fund Scheme (ATUFS): Supports modernization of textile machinery
and infrastructure. Rs 17,822 crore worth of investment mobilized under ATUFS till 2023. Around 10,000
units benefited from machinery upgradation support.

6. Export Promotion Measures: Includes RoDTEP, RoSCTL, and duty drawback benefits for exporters. Apparel
exports to the US rose by 20% post-extension of RoSCTL in 2022. RoDTEP covered 1,000+ textile HS codes in
2023 to ensure cost competitiveness.

7. Handloom and Handicraft Development Programs: National Handloom Development Program supports
design and marketing. Over 1.5 lakh artisans benefitted under the Handicraft Mega Cluster scheme. For
instance, the Kullu shawl cluster in Himachal Pradesh received Rs 22 crore in 2022.

CHALLENGES FACED BY THE INDIAN TEXTILE SECTOR ___ __ ___ _ _ _________________________
1. Infrastructure Gaps and High Logistics Costs: Inadequate warehousing, port connectivity, and inland
transport raise production costs. According to the Ministry of Commerce, logistics costs account for 13—-14%
of textile exports versus the global average of 8-9%.

2. Fragmented and Unorganized Nature: A large portion of the sector is still unorganized, leading to
inconsistent quality and lack of economies of scale. As per the Textile Committee 2022 report, over 70% of

textile units are micro or small enterprises lacking formal financing.




3. Global Competition and Pricing Pressure: Countries like Bangladesh and Vietnam offer lower labor costs
and better export incentives.For instance, India’s average unit price of garment exports is 15-20% higher
than Bangladesh, affecting competitiveness.

4. Technology Obsolescence: Many units still use outdated machinery, reducing productivity and fabric
quality. A CITI survey in 2023 revealed that only 38% of spinning mills use modern machinery with
Al/automation.

5. Environmental Concerns and Sustainability: High water consumption and chemical effluents in dyeing
units raise environmental alarms. According to CPCB, the textile sector is the second-largest industrial
polluter of water bodies in India.

6. Raw Material Volatility: Cotton price fluctuations and dependency on imported wool impact production
planning. For example, cotton prices surged by 40% in 2022 due to erratic monsoons and global supply chain
issues.

7. Skilling and Labor Productivity Issues: Despite employment potential, many workers lack formal training
in modern techniques. As per NSDC, 60% of textile workers are semi-skilled or unskilled, affecting efficiency.
8. Bureaucratic Hurdles and Compliance Load: Multiple licenses, GST complications, and frequent policy
changes deter small-scale manufacturers. A FICCI report flagged that MSMEs spend nearly 18 days annually
on compliance-related paperworkalone.

WAYFORWARE Jeems’™ N & B N = B "5 &
1. Strengthening Infrastructure and Cluster Development: Accelerate completion of PM MITRA parks and
improve multimodal connectivity to reduce logistics costs. Adopt smart infrastructure and green buildings to
promote sustainability.

2. Modernizing Machinery and Promoting R&D: Expand ATUFS and PLI coverage to include mid-sized
enterprises for wider technology adoption. Establish more textile innovation hubs in collaboration with IITs
and NIFT.

3. Promoting Sustainable and Circular Textiles: Incentivize eco-friendly processes and use of organic fibers
through green certifications. Develop waterless dyeing and biodegradable fiber technologies.

4. Skill Development with Industry Collaboration: Deepen industry-academia tie-ups for demand-driven
skilling programs. Introduce apprenticeship-led training to improve productivity at the grassroots level.

5. Enhancing Export Competitiveness: Negotiate favorable trade agreements like India-EU FTA to access
larger markets. Simplify GST refund mechanisms and expedite RoODTEP reimbursements for MSMEs.

6. Empowering Handloom and Traditional Clusters: Digitize supply chains of rural artisans and integrate
them into e-commerce platforms. Use Geographical Indications (Gl) and branding to boost exports of niche
products.

7. Encouraging FDI and Joint Ventures: Attract foreign textile brands to set up sourcing and production
bases in India. Example: Encourage collaborations similar to the Aditya Birla-Zara alliance for fast fashion.

CONCLUSION _ e
The Indian textile sector, with its vast diversity, rich heritage, and skilled manpower, holds the promise of
becoming a global textile powerhouse. While it has significantly benefitted from initiatives like Make in India,
PM MITRA, and PLI schemes, persistent structural and operational challenges need resolution. By
modernizing infrastructure, enhancing sustainability, and empowering both artisans and entrepreneurs,
India can achieve its vision of doubling textile exports and creating millions of jobs. Strategic reforms and
inclusive growth will be key to positioning India not just as the world’s supplier but as a global trendsetter in

textiles.




PRELIMS QUESTIONS _ _ _ _ o ________
Q.With reference to the Indian textile sector, consider the following statements:

1. India is the largest producer and exporter of cotton in the world.

2. The textile sector accounts for over 10% of India’s total export earnings.

3. The unorganized segment of the textile industry contributes less than 30% of total production.
Which of the above statements is/are correct?

A. 1lonly

B. 2 only

C.1land 2 only

D.2and 3 only

Answer: C
MAINS QUESTIONS

Q. Evaluate the impact of the ‘Make in India’ initiative on revitalizing India’s textile sector. How has it
helped in improving global competitiveness? (250 words, 15marks)
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