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“No matter how carefully you plan your goals, 
they will never be more than pipe dreams unless 
you pursue them with gusto” 

W. Clement stone 
    

 



Polity 
Rajnath to hold fort as PM Narendra Modi heads for Japan: Home minister Rajnath Singh will hold charge of the government in the absence of Prime Minister Narendra Modi, who leaves for Japan on Saturday on a five-day visit. The communication formalizing Singh's position as No. 2 in the government will only be a continuation of the arrangement followed during Modi's past foreign tours, sources in the government told TOI. According to the sources, a formal communication naming Singh as the most senior minister who will chair Cabinet meetings in case a need arises in Modi's absence was sent out by PMO ahead of his visit to Brazil last month. With Modi now embarking on a visit to Japan, the same arrangement will be in place. In fact, the additional responsibility of holding fort while Modi tours Japan has led the home minister to postpone his own visit to forward areas in Jammu & Kashmir, originally planned for Friday. "This is because the home minister is required to be in the capital while the Prime Minister is away," a government functionary told TOI. Singh, who has been reviewing the situation on account of firing along the international border in Jammu on a daily basis, was keen to pay a visit to the forward posts to boost the morale of BSF troops, besides interacting with civilians affected by the Pakistani aggression. (Times of India) 

Economy 
Need to look beyond DTC : Given that tax terrorism was one of the important poll planks for the BJP in the general elections, expectations had been rather high that the Modi government would expedite necessary corrections to India’s existing tax regime and deal with the fetters it has put on FDI. The Union Budget FY15 had, as expected, only an interim measure as the government had just been voted to power and was coming to grips with the issues. Now, expectations are strong that the coming Budget will deal with the tax issues substantively and, hopefully, address them. In this background, taking stock of the tax-related developments in the first 100 days of the government is in order, to see if the needle points to the right direction. There are some very positive developments which were ushered in by the last Budget. With the right implementation, these could provide a significant positivity on the tax front. The two key developments are the Authority for Advance Rulings (AAR) and the Transfer Pricing (TP) changes. The extension of the AAR benefit to domestic tax payers is a very significant move. One of the key vagaries of Indian tax regime is the uncertainty of the outcome. Enabling the tax-payer to get an advance ruling, and thus be certain about the tax implications of a transaction is a major step changing the tax regime. Now, ensuring implementation of the this is key. Multiple benches need to be constituted and appropriately staffed. More important, there is a need to adhere to the 6-month timeframe within which orders are to be passed. So far, the lone existing bench for AAR has been without a chairman for great length of time and it takes years to get an “advance” ruling! The TP changes, too, are commendable. The roll forward of the Advance Pricing Agreements for four years and the introduction of range within which arm’s length price has to fall (as compared to the current provisions of arithmetical means) should substantially help abate 



litigation in this field. The Rules implementing the changes are awaited.Coming to the misses, two key ones are: not pushing back the introduction of GAAR and not dealing with the retrospective amendment on overseas transfers. There is indeed no argument to say that GAAR should not be introduced. The issue is how to remove the subjectivity (and the attendant litigation) around it and have a constructive dialogue prior to its implementation. There is a need to consider a pushing back of GAAR by at least two years. Enough and more has indeed been said about the need to address the retrospective amendment issue. Apart from retrospective application, there are a number of uncertainties in the way the Section 9 amendment has been worded. As a result, there is substantial uncertainty on the tax implications in India on global transactions. These need to be addressed urgently, without waiting for the outcome on the Vodafone matter. The Shome Committee recommendations in this regard need to be accepted and implemented urgently. Ironically, the two recent circulars issued by the CBDT to ‘clarify’ issues seem to be creating more uncertainty on the tax front. The first circular is on the imposition of new conditions on the use of manpower on tax holiday undertakings and is likely to lead to considerable litigation on the subject. The circular seems to ignore the fact that the BPO industry has a common bench-strength instead of employing people for specific undertakings. The circular runs contrary to the recommendation of Rangachary Committee set up by the government. The second circular, relating to AIFs, again, is likely to create significant problems for taxation of domestic mutual funds. On the one hand, the Budget clarified that gains to FIIs would be characterised as capital gains and provided clarity of taxation to them. On the other, the circular on AIF is a huge negative for domestic mutual funds. There is a need to provide conditions for domestic mutual funds to earn capital gains and have a pass-through status. The key expectation of the tax-paying community is that there is no high-handedness in the implementation of tax regime and the litigation on tax matters are concluded fast. A lot of work needs to happen in both the directions. There are several recommendations made in this regard which need to be implemented. There is an acute need for a relook at revenue targets handed out to the tax officials, which result in aggressive assessments. There is a clear need to widen the tax base rather than being aggressive with existing tax payers. There is then an overhang of the Direct Taxes Code (DTC) which has been twice redesigned. Each time the Bill has undergone a change, the original objectives seem to be lost sight of. The need of hour is to ease the implementation of the existing law rather than to bring in a whole new piece of legislation. Many of the changes proposed in the original DTC have already been incorporated in the existing Act. The balance provisions need to be renewed and, if found appropriate, brought in the existing Act rather than try and ‘simplify’ the law by a whole new Act of Parliament. Finally, the government seems to be moving in the right direction on the implementation of GST. This is indeed a need of the hour and one hopes that the Centre and the states will converge to make this implementation happen. Overall, there is positivity about what has been achieved and the implementation of changes and the next round of tax reforms are awaited. Dinesh Kanabar, The author is deputy CEO, KPMG. Views are personal (The Financial Express)  
 



Planning 
If India unleashes its full potential, it can grow faster than China: 
Hans-Paul Bürkner, Chairman BCG. NEW DELHI: The next 10 years could be India's decade and it is likely to beat even China in terms of growth, Boston Consulting Group chairman Hans-Paul Burkner said. "I think there is no reason why India should not go back to 7% growth. I think if India unleashes its full potential, it can grow faster than China. China's growth rate will still be 6.5-7%, which is still very good," he said. But India needs to open up its economy. "It requires significant investments in people, education skills, infrastructure and significant deregulation. It is a much-regulated market and its bureaucracy pushes papers around without really getting to decisions, which frustrates a lot of people," Burkner, 61, said in an exclusive interview with ET. He hoped that the new regime under Prime Minister Narendra Modi will work towards changing this perception.  The Indian government has been making policy changes, pushing to get projects stuck in red tape moving again and trying to boost investor sentiment as it seeks to revive an economy that has slumped to decadal low rates of growth.  Burkner said this decade would also see the rise of global Indian companies as they cross borders for acquisitions. On the other hand, a lot of companies globally are also waiting to enter India to tap into its demand as well as for its people. "We see more and more R&D centres, IT centres, and also more factories here. Ultimately, people want to build businesses here to export from India," he said  These companies, however, are concerned about regulatory and other obstacles such as labour laws in India. "It is not always easy to set up a factory here. The infrastructure in some ways is an obstacle, there are lots of regulations," he said  While Burkner was enthused by the Prime Minister's recent announcements about a vision for local manufacturing in India and a stress on the 'make-in-India' tag, he pointed out that getting permissions to set up businesses in India are a bit of a concern. "To establish things here you need to have land, permissions from various agencies. If you have to deal with local, state and federal agencies, and there are dozens of them, and if everybody creates problems then that will be a challenge," he said. "And so are the labour laws. They need to become flexible."  BCG works with several governments and on many socially relevant initiatives through its social impact initiative. At the global level, it works with the World Food Programme, the Bill and Melinda Gates Foundation, Save the Children, Teach for All and WWF ( World Wide Fund for Nature) and also with several government bodies  In India, for instance, it is working with theHaryana government on a transformation programme to improve the quality of teaching in 50,000 government schools in the state and had earlier helped reform the public distribution system (PDS) system in Odisha Burkner said Modi has laid much emphasis on education and skill development, which is very important. "It's not just formal education, but vocational skills as well. We also need a lot of mechanics, electricians, plumbers and carpenters," he said. Through its partnerships, BCG, he said, helps improve the quality of education and understands what works in different areas. In Haryana, the partnership with the government is not just an intervention at the school level — it is a complete system-wide transformation that looks at starting with the principal secretary, to the performance management down to change management, pedagogy changes. 



Editorial Banking On India: Jan Dhan Yojana can provide Modi with political capital for further reforms, Prime Minister Narendra Modi has begun to build political capital through a new financial inclusion push, named Pradhan Mantri Jan Dhan Yojana, which aims to bring every household in India into the formal financial network by Independence Day next year. Once every household is brought into the fold through a bank account, there are both economic and political spin-offs for government. Modi is building on some of UPA’s cherished ideas such as financial inclusion. Presumably the differentiator will be in actualising ideas where his predecessor’s performance was disappointing. The new financial inclusion push is necessary for its own sake. Access to a bank account and other financial products can have a transformative effect on poor Indians. Around 100 million families are out of the formal financial system, severely limiting their opportunities. Bringing them in helps the government to put in place future economic reform, such as direct cash transfers, to correct the prevailing subsidy regime. Once people are freed of the clutches of a tyrannical bureaucracy through cash transfers, they will demand more of politicians. In short financial inclusion can trigger a cycle of virtuous developments while also bringing in goodwill for the NDA government. This makes it critical for the government to get implementation right. It can benefit from lessons learnt from earlier failures. One failure was the absence of follow-up. Accounts would be opened and remain dormant, draining banks’ enthusiasm in the process. On this occasion cash transfers for a variety of schemes — including rural employment guarantee programmes — and an overdraft facility can be leveraged to keep accounts active. The foundation for this drive will be mobile phone technology and local agents for banks called business correspondents. Political backing is critical for this drive as there will be challenges along the way. A successful financial inclusion drive is necessary for another reason. It can provide the political cushion for further reform. (Times of India) 

Column 
Regulating India’s nuclear estate: The 2014 Nuclear Materials Security Index prepared by the Washington-based Nuclear Threat Initiative (NTI) has ranked India 23rd out of 25 countries with weapons-usable nuclear materials. While the NTI ranking has been criticised for a variety of reasons including inadequacies in its methodology, it has rightly pointed out the absence of an independent nuclear regulatory mechanism in India with the mandate to ensure that high standards of safety and security are observed in India’s civilian nuclear facilities. Even though many Indian analysts and officials dismiss the NTI ranking as being uninformed, New Delhi needs to take such criticism seriously given its long-standing desire to mainstream itself into the global nuclear order including gaining membership to key international export control cartels such as the Nuclear Suppliers Group (NSG). Given this context, there is a need to take a critical look at the proposed Nuclear Safety Regulatory Authority. 
Background to the Bill : Currently, the Atomic Energy Regulatory Board (AERB), established in 1983 through a gazette notification, is tasked with regulating the safety and security aspects of the country’s civilian nuclear facilities. However, it is not an autonomous body as it depends on the Department of Atomic Energy (DAE) for all practical purposes. It has, as a result, been unable to perform its regulatory functions effectively. The demand for establishing a truly autonomous nuclear regulatory authority has been a long-standing one. In 1997, the Raja Ramanna Committee report had recommended that the Atomic Energy Act (1962) should be amended to enhance the effectiveness of the nuclear regulatory system in the country. Even 



though the Union government, in 2000, had directed the DAE to suggest the necessary amendments to the 1962 Act, nothing substantial happened for almost a decade. Finally, it was the Mayapuri radiation accident (New Delhi) in 2010 and the Fukushima disaster (Japan) of 2011 that served as a wake-up call for the DAE. In 2011, the Nuclear Safety Regulatory Authority (NSRA) Bill was drafted by the DAE and submitted to the Union Cabinet for approval. The DAE note that sought approval from the Cabinet to introduce the Bill in Parliament had cited both the Mayapuri and the Fukushima accidents as the factors that contributed to the urgency to strengthen the country’s nuclear regulatory mechanism. However, even the NSRA, as currently envisioned by the DAE, does not propose the establishment of a truly autonomous regulatory authority. The Bill, first introduced in the Lok Sabha in 2011, has now lapsed and will have to be reintroduced in the new Lok Sabha. Before the NSRA Bill is reintroduced in Parliament, there is a need to strengthen the powers of the regulatory authority that it proposes to set up. (The Hindu)  
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