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1. PM to talk new plan panel, funds with CMs 

Kumar Uttam and Chetan Chauhan, Hindustan Times: 04.12.2014 

Prime Minister Narendra Modi will hold an exclusive session with chief ministers on December 7 

to discuss the proposed Niti (Policy) Commission to replace the Planning Commission and the 

future of annual and five-year plans. The CMs will also be allowed to raise any other issue related 

to the Centre. 

The Prime Minister’s Office communicated to the CMs that PM Modi would like to spend two 

hours with them to receive feedback on the various initiatives of the Central government and the 

policies the states would like the Centre to pursue. No officials will be allowed into the meeting. 

“The PM wants a freewheeling chat with the CMs and get their feedback to help restructure the 

Centre-state relations,” a senior government official told HT. Terming the platform between the 

Centre and state’s ‘cooperative federalism’, the PM has sought to know what the “scope and 

method” of interaction should be and the strategy, tasks and mechanism” for this interface. 

The interaction will take place post-lunch at the PM’s residence at Race Course Road. In the pre-

lunch session, the CMs accompanied by chief secretaries will give suggestions on the Niti 

Commission that will have four divisions --- Unique Identification Authority of India, Direct 

Benefit Transfer, Inter-State Council and the Plan Evaluation. 

PM Modi has also sought suggestion from the CMs on five-year and annual plans. The job of 

deciding annual plans of states has been given to the finance ministry but the government wants 

to know if the states would like it to be part of the Niti Commission. 

The PM, through a note circulated, also sought to know what the states thought of the five-year 

plan cycle and to suggest alternatives for it. 

He has also asked the CMs their opinion restructuring the fund flow from the Centre to the states. 

Every year, the government gives over Rs. 3,00,000 crore to the states through central schemes 

and programmes. 

  



2. Govt sets up high-level panel on tax issues 

The Times of India: 04.12.2014 

NEW DELHI: The government on Wednesday set up a High Level Committee (HLC) to interact 

with trade and industry and identify areas where clarity on tax laws is needed, a move aimed at 

boosting confidence among taxpayers. 

The panel will be headed by former chief economic adviser Ashok Lahiri and includes Sidhartha 

Pradhan , former member of Settlement Commission (income tax and wealth tax) and Gautam Ray 

former DG (audit) customs and central excise. The HLC will submit half-yearly reports to the 

finance minister Arun Jaitley. 

In his 2014-15 Budget speech, Jaitley had announced the government's intention to set up a high 

level committee to interact with trade and industry on a regular basis and ascertain areas where 

clarity in tax laws was required. Based on the recommendations of the committee, the Central 

Board of Direct Taxes and the Central Board of Excise and Customs shall issue appropriate 

clarifications, wherever considered necessary, on the tax issues within a period of two months. 

This was among several measures that the NDA government had unveiled to boost the confidence 

of tax payers and provide certainty and clarity in tax laws. The government is dealing with several 

high profile tax disputes with multinationals and has taken steps to calm nerves of investors by 

promising a non-adversarial tax regime. 

The panel will give recommendations to the CBDT/CBEC for issuing appropriate clarifications on 

tax issues. The two tax authorities will issue clarifications within two months from the date of 

receipt of recommendations of the panel. 

The committee will be assisted by two nodal officers not below the rank of joint 

secretary/commissioner, one each from Income Tax and Customs & Central Excise. The choice of 

nodal officers will be recommended by the CBDT and the CBEC. The appointment of would be 

approved by the revenue secretary, a statement said. 

  



3. A road map for Digital India 

Shyam Ponappa, Business Standard: 04.12.2014   

India's current overall policies for telecommunications don't serve our interests. Here's what must 

change 

With all the talk about Digital India, one would think it's taking off. But in reality, it isn't quite 

here yet - because of our confused approach to independent networks, and regulations that restrict 

efficient use of spectrum and radio networks. Oddly enough, we don't suffer this confusion about 

sharing other infrastructure, such as roads, rail, electricity networks or airports. We readily share 

these on payment, as is logical, but we simply haven't done this for broadband and 

communications. It's unlikely we'll achieve ubiquitous digital access with our current approach. 

There are too many problems and too few synergies, requiring radical changes in direction. 

Our legacy practices have resulted in several independent, countrywide networks like arterial 

systems, each run by its owner/operator. These systems connect at the customer ends on their own, 

except when customers are outside their franchise areas. This requires massive capital investment 

in a multiplicity of redundant backbone and urban networks with insufficient rural coverage, for a 

start. 

Even worse, our administrative rules are far more constraining than the technological limitations. 

So operators must win their own spectrum at auction as in countries with (a) not many operators 

and (b) more commercially available spectrum, even as technology has evolved to facilitate shared 

network solutions. 

This creates two further obstacles for Digital India: operators must invest large sums in spectrum 

auctions for their exclusive-use bands, and limited bandwidth - for instance, in the 900 MHz band 

- must be subdivided between numerous operators at a location, resulting in suboptimal 

performance. 

The one proposed exception to the multiplicity of uncoordinated networks is the National Optical 

Fibre Network (NOFN) from state-owned Bharat Broadband Network Ltd. The plan is that this 

will reach clusters of villages at the gram panchayat level, and be available to all service providers; 

but it is very far from ready.1 Even when it is complete, the last-mile access to end-users will need 

to be built. Much of the countryside requires wireless access using the radio spectrum, because 



laying fibre costs too much. And our approach to spectrum allocation is such that spectrum is 

simply unavailable. 

The required changes must, therefore, address even basic assumptions, for example, whether 

operators must be restricted to circles; how to organise the infrastructure ownership, build-out and 

operation to facilitate countrywide access; how to compensate governments for usage rights, and 

network and spectrum owners for common-carrier access to their assets; how to structure 

incentives for content development and delivery for education, healthcare, civic services, 

commerce and entertainment and so on, as well as for domestic high-technology manufacturing. 

If this isn't done, the already high level of technology imports will rise to unsustainable levels, 

constraining not only this sector but the potential of most sectors of the economy. 

We need policies and regulations framed in our collective best interests, defined thus: 

Effective and efficient communications services at reasonable costs, paying reasonable taxes and 

government charges 

As explained above, our present approach is unlikely to get us there. So what can be done? 

As a first step, one sweeping change can solve part of this seemingly intractable problem: 

permitting spectrum sharing between primary users, such as defence and defence-related services, 

who will continue to have priority rights and authorised secondary users, as under way in the 

United States and the European Union (EU).2 In this manner, current holders retain their rights, 

while allowing the utilisation of otherwise idle spectrum. Defence and government users continue 

without any changes to their equipment and practices, except where feasible for purposes of 

international harmonisation, such as defence users swapping 15 MHz in the 2,100 MHz band for 

the 1,900 MHz band. 

With this approach, critical defence and security applications are not compromised for government 

or commercial revenues. Instead, the spectrum would be more fully used, more traffic would 

generate higher earnings yielding greater revenue share and tax collections, while security retains 

the priority it deserves. 

A prerequisite for this is a collaborative, end-to-end strategy and a problem-solving approach to 

formulating and executing policies, regulations and processes. The participants must include the 

central ministries and agencies (department of telecommunications, department of electronics and 

information technology, information and broadcasting, defence, finance, the armed forces, security 



agencies); the regulator (Telecom Regulatory Authority of India); state governments; public sector 

units and their associated of some 2G licences, can be as ministries/departments; operators. The 

judiciary and the public must also be involved, because disruptive actions, such as those leading 

to the arbitrary cancellation damaging as dysfunctional policies or regulations. 

The second major change required is to transition to open-access shared networks, available on 

payment to all licensed operators/service providers (excluding the ambit of defence and security). 

It may be appropriate to have two, three or even four networks that are interconnected. This has to 

be worked out by the participants based on technology, economics, business interests and 

pragmatism in terms of what is achievable in given timeframes. The transition needs to be through 

consultation and negotiation, as it would not work well if imposed through government or judiciary 

diktat. 

 Simultaneously, trials must be conducted with new technologies, starting with wireless broadband 

utilising unused spectrum reserved for TV broadcasts ("TV white space"). Other countries have 

done much of the pioneering work. The EU scientists are recommending using TV white space for 

"super-Wifi" at the International Telecommunication Union's next World Radiocommunication 

Conference, instead of auctioning it.3 

Our trials must validate solutions such as for rural broadband being workable in our situation and 

circumstances. These trials will need to be extended in phases, both in terms of scope and of scale 

- for example, for the active sharing of TV and other spectrum, and of radio access networks, 

through rural and urban field trials. These will test usage by multiple operators in a given area. 

Once proven, policies and procedures can be developed and implemented across the country. 

  



5. Banking on rural deposits 

Madan Sabnavis, Financial Express: 04.12.2014 

 The Jan Dhan Scheme has by far been the quickest and most expansive financial inclusion drive 

launched in the country. It was launched with a set target for the existing banks. The results are 

quite amazing and actually provide some guidance to the new players entering the market as 

‘payments’ or ‘small’ banks. 

So far, 81.2 million accounts have been opened of which 60% are in rural areas. Banks, primarily 

public sector banks (PSBs), have issued 51.1 million RuPay cards for these accounts. Deposits in 

these accounts were R6,355 crore as of November 26. Interestingly, there were 60.7 million zero-

balance accounts, which implies an average of R3,100 in the non-zero accounts. This scheme has 

been aggressively implemented and the focus was more on opening accounts with minimum KYC 

norms to expedite the process. The idea is laudable as it is a quick way of accomplishing a task. 

But the high zero-balance accounts, as well as low balances on an average, actually signal that 

these households typically do not have the money to keep as deposits or are sceptical of the same. 

Alternatively, they may not really be interested in such deposits, notwithstanding the add-ons of a 

debit card as well as possible future credit and insurance going forward. 

Therefore, RBI’s decision to start issuing licences to payments banks that will take savings bank 

deposits and invest only in government securities for a 1-year duration or less and, to a certain 

extent, in other bank deposits, will pose a challenge to the licensees as they will have to create a 

superstructure to keep their business going. All options are open and telecom companies and other 

card-based companies can tie their businesses with bank accounts and probably be more successful 

than banks as there is already an existing business relationship with the customer. The question is 

will these households actually keep the deposits with these banks or not? 

Post offices qualify for such a licence and are well poised to leverage this market. They would 

only have to scale up and not really have to start afresh like the supermarkets or telecom 

companies. Their deployment of funds too would change—passing it on to the Centre and states; 

they will have to deploy all in short-term paper. Their operations too have to be altered unless a 

new Post Office savings bank is opened in the same premises, as there are other products being 

offered which can no longer be done—postage, fixed and recurring deposits, and small savings 

(including the Kisan Vikas Patra). Regulation does not permit the same and, hence, a new bank 

may be created for this purpose. However, for an completely new entrant, the establishment costs 

would be considerable. 



The model, for any entrepreneur, makes a lot of sense as the bank will get deposits at 4% or free 

(current accounts) and can earn a good 7-8% return. Operational costs will be low at 1-2%, and 

hence a return of 1-2% can be maintained without any encumbrance of NPAs or capital as these 

variables will become irrelevant given the business model. However, if fresh infrastructure is to 

be created then there would be high overheads. 

The small bank concept is, of course, more challenging as 75% of the funds have to go to priority 

sector lending, to the farm sector and the SMEs, with a cap of R25 lakh for 50% of the loans. This 

will be on top of the CRR and SLR requirements. Intuitively, it can be seen that the cost of 

servicing these small-sized loans would be high for these banks which will also have to open up 

brick-and-mortar branches, unlike the payments banks. 

Additionally, both these segments are vulnerable. When the monsoon fails, the farm loans go bad 

and the cycle of monsoon failures has been moving with shorter amplitudes. Further, the economic 

cycle too has become more unpredictable and, often, a sustained industrial slowdown results in 

higher NPAs being generated as they get affected almost immediately when the economy slows 

down. This being the case, the pressure on quality would be high. This will also pressurise their 

capital and hence will be onerous, unlike it is for commercial banks where the portfolio is well 

spread across all sectors, smoothening the risks . 

MFIs and NBFCs can apply here and it will be interesting to see if they are attractive to these 

players. This will hold for MFIs who would get access to deposits in a formal manner and can lend 

to these segments where there is a modicum of familiarity. NBFCs, too, may be inclined to 

consider this option given that the regulatory structure has become a little more intense for them 

in their normal line of business. 

The crux of these banks working well would depend on their ability to garner deposits in the rural 

areas in particular. The Jan Dhan Yojana warns that it may be difficult to get the deposits, though 

opening accounts would be easy. It will require a lot of awareness. Counter-intuitively, if the Jan 

Dhan programme that offers the promise of credit and insurance has not caught on, would a plain 

vanilla deposit be convincing to the household. This is where the payments bank should work and 

linking one’s own product to the deposit could be a good way of making a start. 

The author is Chief Economist, CARE Ratings. Views are personal 
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