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1. PLAN PANEL IS DEAD; WHAT WILL BE NEXT?
Kalyani Shankar , The Pioneer: 12.12.2014

Arguments for setting up a new body is that centralised planning concept cannot work, as
the plan panel is losing relevance

The Modi Government’s decision to do away with the six-decade old Planning Commission is an
importantexercise in a federal set-up, meeting the assertions of the Chief Ministers. Mr Narendra
Modi had announced this from the ramparts of Red Fort during his first Independence Day speech.
This week, the same has been taken forward with a meeting of the Chief Ministers to discuss and
decide about the shape of the new body.

As expected, politics has crept into this important issue and the efforts to sort out the differences
in the retreat informally did not work. While the NDA Chief Ministers endorsed Mr Modi’s view,
the UPA Chief Ministers, mostly from the Congress-ruled States, opposed the idea that it was
being done with a view to get rid of a Nehruvian legacy.

What kind of a new body is being thought of? Mr Modi has given an indication. “We will replace
the Planning Commission with a new institution having a new design and structure, a new body, a
new soul, a new thinking, a new direction, a new faith towards forging a new direction to lead the
country, based on creative thinking, public-private partnership, optimum utilisation of resources,
utilisation of youth power of the nation, to promote the aspirations of the State Governments
seeking development, to empower the State Governments and to empower the federal structure.”
It is a huge task indeed.

This is not the first time the Government is dismissive of the commission. Rajiv Gandhi called
members of the commission a “bunch of jokers, but stopped short of dismantling it. The BJP in its
1998 manifesto said, “The Planning Commission will be reformed and re-organised in light of the
changing developmental needs of our country.”

The revamp plan during its 13-month rule also explored the possibility. Former Planning
Commission Deputy Chairmen like KC Pant and even Manmohan Singh made some attempts to
explore changes. From a highly centralised planning system, the Indian economy is gradually
moving towards indicative planning where the commission’s role is changing gradually.

The arguments for setting up ta new body is that the centralised planning concept cannot work in
the changed circumstances, as the commission is losing its relevance. First, times have changed
and issues have changed and Nehru himself would have been the first to say that the commission
needs a re-look had he been alive. In a market economy, the planning process needs a different
orientation and outlook.

Second, many State Chief Ministers had complained about having to visit Yojana Bhavan and go
through the annual ritual of getting approval for their annual plans. Mr Modi too must have
resented this exercise as the Chief Minister of Gujarat and would have made a mental note of it to
rectify when he became the Prime Minister. In the changed scenario, the States want more say in
a federal set-up.


http://www.dailypioneer.com/columnists/author/kalyani-shankar

Third, the role of Planning Commission after liberalisation had nothing to do with keeping the
commanding heights of the economy with the public sector. The public sector itself needs reforms.

Fourth, Mr Modi’s critics say that he wants to dump Nehru’s legacy and doing away with the
Planning Commission is one of them. When the commission came into being in February 1950, it
was an era of centralised planning for the country. It assessed the assets of the country and
formulated plans for their use.

It reviewed and discussed social and economic policies that affect national development. It also
allocated funds for the centrally sponsored schemes. It has claimed credit for the increased
agricultural and industrial production, modernisation of technology, liberalisation of the economy
and improvement in the social indicators over the years.

Now that a decision has been taken, there are several questions, which need clarity. The Chief
Ministers’ meeting this week has not found an answer as to who would allocate funds and transfer

from the Centre to the States. Will it be attached to the Finance Ministry or the Prime Minister’s
Office?

What happens to the National Development Council, which has a special place in the federal setup?
Who will formulate and monitor the plans, or will there be no planning? What about the centrally-
sponsored schemes? No doubt, the Finance Commission will have a bigger role. Who will arbiter
the disputes between the States? Will the new body get a statutory status?



2. Big step towards federalism

Kalyani Shankar, The Millennium Post: 12.12.2014
Centralised planning, as a concept, cannot work now with states articulating individuated needs.

The Modi government’s decision to do away with the six decade old Planning Commission is an
important exercise in a federal setup like ours. Modi had made this announcement from the
ramparts of Red Fort during his first Independence Day speech. This week the move towards
strengthening our federal structure was taken forward with a meeting of chief ministers, where
they discussed ways to create a new body. As expected, politics has crept into this important issue
and efforts to sort out differences at the PM’s retreat did not work. While the NDA chief ministers
endorsed Modi’s view, their counterparts in the UPA-ruled states opposed with the idea that it
was being done with a view to get rid of the Nehruvian legacy.

“We will replace the Planning Commission with a new institution having a new design and
structure, a new body, a new soul, a new thinking, a new direction, a new faith towards forging a
new direction to lead the country, based on creative thinking, public-private partnership, optimum
utilization of resources, utilization of youth power of the nation, to promote the aspirations of state
governments seeking development, to empower the state governments and to empower the federal
structure,” Modi said. It is indeed a huge task. This is not the first time the government is
dismissive of the Commission. Rajiv Gandhi called commission a bunch of jokers, though he
stopped short of dismantling it.

The BJP in its 1998 manifesto said, “The Planning Commission will be reformed and reorganised
in light of the changing developmental needs of our country”. The revamp plan during its 13
months in office also explored the possibility. Former Planning Commission Deputy Chairmen
like KC Pant and even Manmohan Singh made attempts to explore changes. From a highly
centralised planning system, the Indian economy is gradually moving towards indicative planning,
where the commission’s role is changing gradually.

The arguments for setting up the new body is that the centralized planning concept cannot work in
vastly different circumstances to those before liberalisation. First of all, times have changed and
issues have changed and Nehru himself would have been the first to say that the commission needs
a relook had he been alive. In a market economy the planning process needs a different orientation
and outlook.

Secondly, many state chief ministers had complained about having to visit Yojna Bhavan and go
through the annual ritual of getting approval for their annual plans. Modi too must have resented
this exercise as the Gujarat chief minister and made a mental note of it to rectify when he walked
into the PMO. Essentially the states want more say in a federal setup.



Thirdly, the role of Planning Commission after liberalisation had nothing to do with keeping the
commanding heights of the economy with the public sector. The public sector itself needs reforms.

Fourthly, Modi’s critics say that he wants to dump Nehru’s legacy and doing away with the
Planning Commission is one of them. When the Commission came into being in February 1950,
it was during an era of centralized planning.

It assessed the assets of the country and formulated plans for their use. It reviewed and discussed
social and economic policies that affected national development. It also allocated funds for the
centrally sponsored schemes. The commission claimed credit for the increased agricultural and
industrial production, modernisation of technology, liberalisation of the economy and
improvement in social indicators over the years.

So what kind of a body is going to replace the Commission? If one goes by the presentation given
by the Planning Commission Secretary Sindhusree Khuller to the chief ministers, the Prime
Minister will head the new institution, which should act as a think tank. It may have 8 to 10 regular
members with half of them representing the states. The chief ministers would be members by
rotation and its remaining members could be experts in various fields. The new body could provide
internal consultancy services to states and the Centre on different matters. It would monitor,
evaluate, programme projects, conduct cross-sectoral and inter ministerial exercise and appraisal
of projects. It is not clear how long it will take for the new body to emerge.

Now that a decision has been taken, there are several questions, which require clarity. The meeting
with various chief ministers this week has not found an answer as to who would allocate funds and
transfer it from the centre to the states. Will it be attached to the Finance Ministry or the PMO?
What happens to the NDC, which has a special place in the federal setup? Who will formulate and
monitor the annual and five-year plans or will there be no planning? What about the centrally
sponsored schemes? No doubt the Financial Commission will have a bigger role. Who will arbiter
the disputes between the states? Will it get a statutory status?

Once answers to these questions emerge, then the new body could function smoothly. But care
must be taken to ensure the independence of the new body. There should be transparency in the
selection of its members. It should also remain apolitical to win the trust of various chief ministers.
With the prime minister’s weight behind it, the new body should be able attract the highest talent
in the country. How far the government accepts its recommendations will also depends on the
prime minister. In short the new body should be able to function smoothly and effectively without
interference from the political class. IPA



3. Dismantling Planning Commission will make states over dependent on

Centre: CPI (M)
The Economic Times: 11 Dec, 2014, 09.10PM IST

Such over-dependence on the Centre is a clear demonstration of moving towards a centralised unitary state
structure, said Sitaram Yechury

NEW DELHI: "Decommissioning” of the Planning Commission by the BJP-led government is
fraught with political danger as it would promote a unitary system of governance by making all
states "over-dependent” on the Centre for their finances, CPI(M) said today.

Observing that "the cat is out of the bag" from the Prime Minister's recent power-point presentation
to chief ministers, senior party leader Sitaram Yechury said "all future flow of funds from the
Centre to the states will be through the central ministries, reducing the states as mere dependencies
-'vassalstates'.

"Such over-dependence on the Centre is a clear demonstration of moving towards a centralised
unitary state structure, the exact opposite of our constitutional scheme of things and its federal
structure.”

In an editorial for CPI(M) organ 'People's Democracy' titled "Planning De-Commissioned”,
Yechury said the dismantling of the plan panel was "not merely an exercise confined to the domain
of economics. It is pregnant with political danger to transform the Indian republic."



"It is such a unitary structure which facilitates the advance towards the RSS version of 'Hindu
Rashtra' at the expense of undermining the secular democratic character of our republic where,
instead of improving centre-state relations in favour of the states, the exact opposite would be the
purpose and result,” he said.

Such a move by the Narendra Modi government would "only accentuate the socio-economic
disparities in our country alarmingly" and jettison the goals of economic equality, social justice
and regional economic imbalances, Yechury said.

"This is fraught with the dangers of growing demands for separation from the existing states by
regions who consider themselves 'backward™ and create "an increasingly polarised situation,” he
said.



4. New body replacing Plan Commission will empower states: Arun Jaitley
Deccan Chronicle: December 10, 2014, 21.12 pm IST

>

I
Finance Minister Arun Jaitley (Photo: PTI/File)
New Delhi: Advocating greater powers for states, Finance Minister Arun Jaitley on Wednesday
said a principle of 'cooperative federalism' is being followed in setting up the new body in place
of Planning Commission.

"Our government stands by the principle of cooperative federalism, empowering states, least
number of central schemes and more state schemes," Jaitley said while replying to a debate in the
Lok Sabha.

Prime Minister Narendra Modi had called meeting of all chief ministers on Sunday to deliberate
on the structure of the new body which would replace the Planning Commission where a majority
view was in favour of decentralisation of power.

Advocating more autonomy for the states, the finance minister said: "..allow states to
rule...because they have as much mandate to rule their states as much as we have to rule Delhi. We
will maintain the spirit of cooperative federalism."

He added: "Even the Congress Chief Ministers (during the meet) that | heard, subject of their
speech was decentralisation, cooperative federalism. One size does not fit all. Let the states decide
and give more power to states."

He further said, "But because probably you (Congress) told them that it is our baby, the first
sentence used to be, Planning Commission did a very good job. It should not be replaced. The rest
of speech of even regional parties was broadly the same."

Jaitley said: "Do you only pay lip sympathy to cooperative federalism that you have a central
government structure by an executive order or you have structure where centre, states and
experts decide to minimise the number of central schemes."



The government concluded the consultations for deciding on the structure of the new body with
Chief Ministers on Sunday. It is expected that the new body will be in place by the January 26.



5. Navhbarat Times: 12.12.2014
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Putin backs Make in India
~ with copter, nuclear deals

DEEPER TIES PM says Russia remains
India’s most important defence partner

20 DEALS IN A DAY
Delhi, Moscow make the most of Putin's day-long visit

dayanth Jacoh covered oll supply, infrastrue- - T

[T ——— ture and an increase in direct = ]
diamond sales to India by P

NEW DELHE Russiaofferedtohelp  Russian firm Alrosa.

India set up at least 10 more “Even as India's options have

nuclear reactors and manufac-
ture light-utility helicopters
in line with the Make in India
campaign as the two countries
stepped up their defence and
strategic partnership during
President Viadimir Putin's visit
on Thursday

Prime Minister Narendra
Modi said Russia would remain
India's most important defence
partner and its “unique place
in India’s foreign policy will
not change™ as he laid out a
roadmap for stronger energy
and business ties between New
Delhi and Moscow at their 15th
annual summit.

As India and Russia sought
to strengthen a once-close rela-
tionship, the two countries
signed 20 agreements includ-
ing a contraet to implement
the third and fourth reactors
of the Kudankulam nuclear
power plant and a joint invest-
ment fiumd of $1 billion for Indian
infrastructure and
projects. Other strategic deals

SPOTLIGHT

inereased today, Russia will
remain our most important
defence partner,” Modi said
after the summit. "Russia has
offered to fully manufacture in
India one of its most advanced
helicopters. It includes the pos-
sibility of exports from India. We
will follow up on this quickly”

HT was the first to report that
Russia would join Modi's first
big-ticket ‘Make in India’ initia-
tive in the defence sector

The agreements reflected
Russia’s need for allies in the
face of Western sanctions over
Moscow’s annexation of Crimea
and the-conflict in esstern Ulkradne

Though India’s defence coop-
eration with other countries is
expanding, 60% of defence pur.
chases still come from Russia.
However, India plans to bring
down its dependence on foreign
vendors and incroase indigenien-
tion of the defence sector as part
of the Modi government's Maks
in India initiative,

CONTINUED ON PAGE 8

PUTIN IN INDIA

Putin brings Crimea head along | Boost for energy sector
Sawﬁmmﬂ&sm‘pﬂm
miistefnfﬂ-elﬂuinlanmrftw
annexed by Russia, was part of
Putin's debegation, a move that could
irk the West. India said he wasn't
part of official meetings,

Deals Include $10bn agresment to
import crude all from Russia wP10

Rebuilding Afghanistan
Mascaw, Delhi express hope for ragion

#P10 | tobe termor-ree in next decade  wP1o |

[MAKE I INDIA |

DEFENCE: Russla to manu-
facture Kamov 226T light
utility helicopters with an
Indian partner, at least 400
ina year, misant
for both Indian armed forc-
@5 and for expart

ENERGY: Russia to supply
at least 10 more nuclear
reactors to Indla, with
manufacturing of equip-
ment and components
done in India

= PM Modi with President Putin in Delhi, MOHD ZAKIR / HT PHOTO

OTHER MAJOR DEALS

® Contract for Kudankulam 2 & 4
reactors

® §1bn co-investment fund for
investment in Indian infrastructura
projects including ports, toll roads,
hydropower

® Consortium of Indian companies
to acquire stake in $2bn Russian
potash project

® Indlan cos to buy diamonds from

Russsian diamond mining giant Alrosa,
cutting out middiemen in the trade




The Statesman

16 PACTS SIGNED INTHE

simronsod i & thestatesman. nel
New Delhi. 11 December

Prime Minister Narendra Modi
today met Russian President
Viadimir Putin, and both sides
stuck to a safe script about the
bilateral relationship, but it is dif
ficult to buy the script. While both
countries share an old relation-
ship, the world has changed a lot
For one, the Russian President
has few or maybe no friends in
the Western world today. The sit-
uation in Crimea and President
Putin's handling of the situation
has led an angry set of Western
nations to impose sanctions on
Russia. India’s relationship has
warmed with the United States,
the latest indicator being the
acceptance by US President

Barack Obama to be the chief

guest at next yvear's Republic
Day parade.

Russia has also sensed this
change and recently started the
process of adefence relationship
with Pakistan. But noneof this
was mentioned during the day-
long summit between the two
nations here today. In media
statements, after holding talks,
both leaders stressed on issues
of trade and defence cooperation.
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RUSSIATO BUILD TWELVE
NUKEREACTORS ININDIA

SPHERE OF DEFENCETIES, OILAND GASAND INTRADE

Russian President Viadimir Putin and Indian Prime Minister Marendra Modi during a joint

Press conference in New Delhi on Tharsday.

Mr Modi said Russia will
remain India’s top defence sup-
plier, even though New Delhi's
options had improved since the
end of the Cold War. “Even if

b= -]

India’s options have increased,
Russia remains our most mpaor-
tant defence partner,” Mr Modi
said. He added that Russia had
also offered to manufacture an

advanced helicopter in India.

The PM said the two countries
have “a strategic partnership
that is incomparable in con-
tent”. He added that Russia has
been “a steadfast supporter”
even in difficult moments of his-
tory The Russian leader talked
about a need to boost trade
between India and Russia. Mr
Putin said Russia was keen to
deepen the political dialogue
between the two countries to
strengthen cooperation in vari-
OUS Areas.

He said the two countries
have a special privileged part-
nership. “It continues to devel-
opdynamically,” Mr Putin said.

Among the other outcomes
of the visit was Russia's state-led
Alrosa mining group entering into
direct selling agreements with
12 diamantaires for supplies
worth $2.1 billion over three
years, Anot her outcome was the
construction of 12 new nuclear
power units in India over the next
two decades. The two sides also
signed 16 agreements in the
sphere of defence cooperation,
oil and gas and in trade, at the
end of the 15th India-Russia
annual summit. The real test of
the relationship will be seen in
the days to come.
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‘NO DEFICIT BLUES

CAD high, but situation
comfortable, says Rajan

Ll T e e —
KOLKATA: The Reserve Bank of

India (RBI) is comfortable with
currant account deficit (CAD)
= the measure of the difference
between the inflows and outflows
of aforelgn currency — even after
Itwidmedmﬂm.lllly-sﬂpﬂnbm-
quarter, governor Raghuram
Rajan said on Th 4

“Although it has widened in
the last quarter, we are comfort-
able with CAD scenario, I would
still say that risks remain. . but
I am not much apprehensive
about it.” Rajan said.

CAD widened to2.1% of GDP
in the July~Septmnberqnm-ter,
higher than both the previous
quarters and a year earlier, the
RBI said on Monday

Finance minister Arun
Jaftley has also sald that thers
Wils no cause for concern over
CAD since forex reserves were
comifirtahle,

= RBI governor Raghuram Rajan

in Kolkata PHOTO: HT

On the inflation front, Rajan
said with prices easing, he
expected people to invest more
In paper instruments than gold.
A decline in gold buying would
cool imports and take pressure
off CAD,

Turning to the econom ¥,
Rajan said an interest rate cut
won't by itself’ lead to higher
economic growth, although it

would have an impact.

The governor also noted the
central bank was in discussions
with the government about
reviewing priority sector lend-
ing norms for foreign banks
operating in India,

Turning to limits on foreign
investments in government
bonds, Rajan said it would ook
at raising the limit at an appro-
priate time, and would look at
expanding it steadily

Rajan also noted the central
bank was in discussions with
ﬂ:egmu-ummtabnumhw
priority sector lending norms for
forelgn banks operating in India,

Brushing aside allegations
raised by the Enforcemeni
Directorate that the RBI did
not carry out its responsibil-
ity to stop ponzi schemes in the
country, Rajan sald the central
bank was keeping a close watch
and working with all state-Jeyval
teams to take steps against chit
fund companies.

L]
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‘For six months we
were focussed to
make India healthy’

Exercise begins now: PM to economists

ENS ECONOMIC BUREAU
NEW DELHI, DECEMBER 11

KEEN to enhance India’s at-
tractiveness as an investment
destination, Prime Minister
Narendra Modi along with fi-
nance minister Arun Jaitley
met with 16 top economists
from the US on Thursday.

“A person who is un-
healthy cannot derive benefit
from exercise, the first six
months of this government
were focused on making India
healthy once again. The ‘exer-
cise’ would begin now,” Modi
told the economists .

The economists — Gita
Gopinath, Martin Feldstein
and Emmanuel Farhi from
Harvard University; Mark
Aguiar from Princeton Univer-
sity; Erica Field from Duke
University; Mathew Gentzkow
from University of Chicago
Booth School of Business;
Anne Krueger, former chief
economist, World Bank; John
Lipsky, former acting manag-
ing director of IMF; Karthik
Muralidharan from University
of California; James Poterba
and Abhijit Banerjee from
MIT — are in India as part of
the NCAER Neemrana Con-
ference.

Jaitley, who gave an
overview of the various deci-
sions taken by the government
over the last six months in the
economic sphere, expressed
confidence that these were giv-
ing the desired results. “There

Injecting
technology into
government processes
... would provide the
best possible solution
to the problem of

corruption

NARENDRA MODI, , ,
Prime Minister

isa mood of optimism and ex-

pectation from the new gov-
emment, and the process of
pragmatic and realistic deci-
sion-making is giving results,”
he said. Qutlining policies un-
dertaken by the government
over the past sixmonths, Modi
said skill development and job
creation, Pradhan Mantri Jan-
Dhan Yojana and Digital In-
dia were the key priorities of
the government,

These initiatives would
boost employment opportu-
nities given that 65 per cent
of the country’s population is
less than 35 years of age. “In-
jecting technology into gov-
ernment processes and deci-
sion making would provide
the best possible solution to
the problem of corruption,™
he stressed.

Date: ‘;’2/\ ﬁff‘){:‘r\ﬁ
Page Nﬂ.lq} 20

One account for all
financial soon

EXPRESS NEWS SERVICE
KOLEATA, MUMBAI
DECEMBER 11

FINANCIAL regulators, in-
cluding the Reserve Bank of
India, Sebi and IRDA, are
working on crealing a com-
mon account aggregation fa-
cility, which may allow the pub-
lic to get details of all their
financial assets such as bank
accounts, stocks, insurance
policies in one place.

A suggestion towards this
end made by an Inter-Regu-
latory Technical Group was
discussed by the Sub-Commit-
tee of the Financial Stability
and Development Council
(FSDC), which met here.

“We have discussed the
possibility of creating a plat-
form for people tosee their ac-
counts across regulatory bod-
ies,” RBI Governor Rajan told
reporters after the meeting.

Rajan added that the RBI
has asked the finance ministry
for a review of priority sector
lending norms which foreign

RBI Governor Raghuram
Rajan speaking in Kolkata
on Thursday. PARTHA ML

banks find difficult to follow
under the wholly-owned sub-
sidiary model, where the condi-
tions are stiffer. He added that
the current account deficit
which haswidened to$10.1 bil-
lion ar 2.1 per centl of GDP in
02, isstill at comfortable levels
although there were risks.
Rajan also defended the
allegation that the RBI did not
pro-actively pursue firms run-
ning ponzi schemes in West
Bengal, saying that the central

; bankwas working closely with

the established mechanism of
State-Level Coordination
Committees and Central agen-
cies to probe such cases,
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VOICING CONCERN BMS general secretary requests all MPs
to vote against coal block & insurance bills in Parliament

Bharatiya Mazdoor
Sangh Runs wrth Hare

to the plate, or is not efficient.
That is not true, the public sector
has been doing well for many
years inthisarea,” he said. “These
are all ways in which the private
sector s being given control over
vital sectors of the economy” he
added. “BMS has requested all
MPs to vote against the passing of
these bills, and also urges all trade
unions to protest against these
moves,” he added. |
The Union Cabinet has cleared
amendments to the Insurance Bill

its report on the same. The gov-
ernment has also repealed the

huxdﬁuhudhﬁlmﬂmﬂﬂh Coal Natlonalisation Act in this
insurance. BMS general secretary  NOT A SECRET: Modi miml.ur Pmlam:::.

Virjesh Upadhyaya said that both |
moves would undermine the rights ]

nh:-ur

economy, especially the banking wmnm h

sector, put our national, natural GANDHINAGAR: RS5-affiliated farmers’ body, Bhartiya

resources in the hands of private Kisan Sangh, is trying to regain its relevance in Gujarat
| Interests that may not colndith by taking on the BJP-ruled government on issues con-
cerning the farmers. The BKS, which once had an influ-

“There are canards beingspread  ENCE Over state government policies and a say in important ap-

that the public sector, pspecially in  POINtMents, was marginalised when Modi led BJP to victory in

the coal sector is not stepping up Gularatarterummmriuta w

e ——— - e e s —— SR S —




Business Line

" Centre to give PSUs 1,000 cr

for grid-connected solar projects

CCEA nod for key
solar sector
proposals

Wew Delh, Decermbes 11

Giving a fillip to the country's re-
newable energy programme, the
Cabinet Commitree on Econom-
ic Affairs gave its nod to key pro-
posals for the solar power sector
on Wednesday,

The proposals include provid-
ing support of TLO00 crore to
central public sector units to set
up over 1,000 MW grid-cdnnect:

ed solar photovoltaic power pro- -

jects, setting up of 25 solar parks
each with a capacity of 500 MW
requiring financial  support
from-Centre of 14,050 crore and
setting up of over 300 MW of so-
lar power projects by Defence es-
tablishments,

The 1,000 MW to be set up by
PSUs will be under various Cen-
tral{State schemes in three years
from 201516 to 200718, with a
condition that all cells and mod-
ules used in the plants will be
made in India.

Similarly, the proposal for set-
ting up of solar projects by de-
fence establishment under Min-

istry of Defence and the Para
Military Force under the Minis-
try of Home Affairs was also ap-
proved,

Under the scheme, over 300
MW of grid connected and off-
grid solar PV projects will come
up from 2014 to 2019,

Photovoltaic cells and mod-
ules used in plant should be
made in India and an amount of
¥750 crore will be given by Min-
istry of New and Renewable En-
ergy from the National Clean En-
ergy Fund.

Solar parks

The Cabinet also approved set-
ting up 25 solar parks and Ultra
Mega Solar Power Projects to ac-
commodate over 20,000 MW of
solar power from 2014-15 to 2018-
19,

The scheme will seek active
support of State governments
who will have to nominate their
nodal agency.

The agency may be sanctioned
a grant of up to €25 Lakh for pre-

paring a Detailed Project Report |

(DPR) of the Solar Park, conduct-
ing surveys. However, the DPR
must be prepared in 60 days.

The Centre's implementing
agency will be the Solar Energy
Corporation of India. *
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RBI reviewing priority lending
norms for foreign banks

Will nudge them to convert Indian branches
into wholly-owned subsidiaries: Rajan

Endiata, December 1)

The Reserve Bank of India is re-
viewing the priority sector lend-
ing norms for foreign banks; af-
ter which it will “nudge” them to
convert their Indian branches in-
to wholly-owned subsidiaries,
Governor Raghuram Rajan said
here on Thursday.

According to  him, foreign
banks have expressed their con-
cerns and obligations (to the
central bank and the Govern-
ment) that they will have if they
convert their branches into
wholly-owned subsidiaries,

The primary concerns raised
by these foreign banks relate 1o
priority sector lending, which
mandates that the banks lend to
certain special sectors such as
agriculture, small scale industri-
es and education,

Rajan told reporters that once
the norms. are revised, the RBI

will “nudge the foreign banks in-
to adopting those structures.”

According to Rajan, new for-
eign banks, which are entering
the country will fall under the
wholly-owned subsidiary
scheme framework.

Foreign banks that entered In-
dia after August 2010 will have to
convert their branches into
wholly-owned subsidiaries. The
conversion Is however, voluntary
for those who have been operat-
ing in the country before this
cut-off period.

New structure

“Those who are entering Indla
will be coming under the struc-
ture; there Is no issue with that.
It was for those whom it was vol-
untary that we are trying to give
an incentive to move into that
structure by detailing the priori-
ty sector norms,” he sald, and
added that the bank was worrled

REI Governor Raghuram Rajan, Deputy Governor HR Khan (right) and
Economic Affairs Secretary Rajiv Mehrishi the RBI's Central Board meeting
in Kolkata on Thursday susiasta parsononish

about systemic risks arising out
of large foreign banks in India.
Hence, the RBI had to be explicit
about the costs and benefits of
their moving into the new struc:
ture, "Otherwise it would be ret-
rospective regulation, which we
would not want to do,” he said,
However, If existing foreign
banks apply for branch licences,
the RBI will continue to grant the
same, “We haven't stopped giv-

ing branch licences,” Rajan said.
Steps in terms of introducing
universal banking licences on
tap basis will be taken after the
RBI goes ahead with the licences
for small and payments banks.
“Wwe will reexamine the crite-
ria we had for the universal
banks and then come to a deci-
sion on reframing them. And
then we will open the window at

that point,” he said. /’
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Govt okays Electronics
Development Fund

GENERATING CAPITAL Corpus to be used in electronics,
IT ventures; will be accessible to public and private sector firms

NEW DELHE To boost local man-
ufacturing, the Cabinet has
approved the communications
ministry’s policy to set up an
Electronics Development Fund
(EDF), which will invest in elec-
tronics and information tech-
nology (IT) entrepreneurial
ventures.

The policy frame for the EDF
is aimed to resolve unavailabilicy
of adequate risk capital through
venture funds for research and
development (RED), innovation
and intellectual property crea-
ticn in the companies operating
in four areas — electronic sys-
tem and design, manufacturing,
nanoelectronics, and IT, accord-
ing toa senior communications
ministry official.

The corpus of the fund, which
has been left open ended, will
be managed by Small Industries
Development Bank of Indla
(SIDBI) or similar financial
institution to fund startups and
other ventures that promotes the

FUNDING PLAN

® Electronics Development |
Fund will be managed by
SIDBI or a similar finan-
clal institution

® The idea behind the fund

Is to shift the manufac-
turing of electranics and
telecom products to india

= Present domestic demand

fox in India is
® Production of electronics
hi-lhhmuah
Tikedy to grow to $42
lion by the end of 2014

and $105 billion by 2020,
according to a note

EDF policy

“There is an urgent need for
manufacturing electronics and
telecom products (in India),
especially those having secu-
rity implications,” a source in
communications ministry sald.

A National Policy on Elec-
tronies (NPE) had envisaged
that the EDF will be a ‘fund of

funds' to participate in ‘daugh-
ter of funds' (angel funds and
venture funds). The plan is to
leverage these funds to acquire
foreign companies, so as to shift
the manufacturing of products
currently imported in large vol-
umes into the country

“The fund is proposed to be
managed professionally and
would be accessible to both the
government and the private sec-
tor,"” the source added.

Communications minister

turing. It is important since
the current domestic demand
for electronics in India is about
$45 billion and is expected to
grow at a compounded annual
growth rate (CAGR) of 22% for
the period 2009-2020, according
to a note by the department of
electronics. With current growth
rate, the production of electron-
ics hardware in the country is
likely to grow to $42 billion by
the end of 2014 and $105 billion
by 2020, as per the note. i
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/22 states, UTs support Bill to
prevent ‘honour killings

Apimi TaNDON
TRIBLINE MEWR SERVICE
NEW DELHI, DECEMBER 11
The government has initiat-
ed the process of drafting a
law against honour killings
by treating crimes in the
name of honour as a sepa-
rate category of offences,
The moves comes after 22
states, including Punjab,
Haryana, Himachal
Pradesh and Chandigarh
(UT), supported the recom-
mendations of the Law

6 The policy decision on
enacting a legislation will
be taken after considering
the comments of all states
and holding consultations
with the stakeholders,
Sadananda Gowda, Law Minisier

Commission of India to
treat honour crimes as a
standalone offence,

Law Minister Sadananda
Gowda said in Parliament
today that the government
would, after considering

the comments from states,
hold consultations on the
enaciment of the legisla-
tion against honour erimes,
“After considering the
regponses of all states and
UTs and consultations with
stakeholders, the policy
decision to enact the legisla-
tion on the subject will be
taken. It would be diffieult
to fix a timeline bul the
department has initiated the
process of implementation,
CONTINUED ON P11
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22 states, UTs
supportBill

FROM PAGE |
of the report of the Law
Commission - in  this
respect,” Gowda said.

The Law Commission had
in its 242nd Report on “Pre-
vention of Interference with
the Freedom of Matrimonial
Alliances in the Name of
Honour and Tradition” rec-
ommended a strict law
against honour crimes being
perpetuated by community
panchayats working by dif-
ferent names in different
parts of the country, _

The proposal to bring the
law was first initiated during
Congress-led UPA-IT which
had formed a Group of Min-
isters to make recommenda-
tions. The GOM never pre-
sented its reporl and was
disbanded once its chair-

Mukherjee -
proceeded to become Presi-
dent. At that time, Haryana
had opposed the move,

The BJP government, after
coming to power, circulated
the proposal again and 22
states, including Haryvana
{(which now has a BJP gov-
ernment), have supported
the recommendations of the
Law Commission.

Apart  from  Punjab,
Chandigarh, the states that
have backed the law are:

ing states are awaited. Con-
sensus of states on the law to
curb honour crimes is critical
because the subject falls in
List ITT {Concurrent List) of
the Seventh Schedule of the
Constitution and the Centre
alone carinot legislate on it.
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The Financial Express

Centre makeslast

bid to push GST Bill

u To share inter-state tax with states; petroleum may be kept out

fe Bureau
New Delhi, Dec 11

HEprospectol Parlia-
ment initlating con-

States’ VAT/sales tax

o st i e AN

Share of POL* in states’
VAT/sales tax collections (%)

ey

DON'T HAVE A

stitutional changes Guianat 36
for the launch of the Goods Haryana 27
and Services Tax(GST)inits Kamataka 26
current session has been Madhya Pradesh 9
blighted since statesarecon-  Maharashtra : 31
tinningwith theiropposition Rajasthan 32 “We hope some solution
tosome of the key proposals Tamil Nadu 27 will be found. Weagree tothe
:f:.r tg: Centre on the mhlé?: Ubtar 20 Constitution Amendment
proposed com > Pradesh Bill inmany respects, but not
el 2 b West Bengal 28 1 toto.” Rather said. At the
Belying finance minister b timeof goingtoprint, thedis-
Arun Jaitley's recent claim ™ TheCentre'srevenve Points of discord cussions were still on, indi-

that an agreement with the

from excise and customs | & jnelusion of petroleum

cating the urgency with

statesonmostcontentiousis-  9utiesin2013-14 products in GST whichthegovernment wants
sues was nigh, Empowered - 3,55 lakh Cr | aconstitutional guaranteefor toresolvethedifferences.

Committes of State Finance % compensation Earlier in the day, Rather
Ministers chalrman Abdul 1he share of petroleum i had said, “The Central gov-
Rahim Rather Hﬂid. H.ftﬂ'l‘ a mﬂ:ﬂhﬂﬂﬁﬂ |.§:teswantm’br5m ernment shall have mmj_'e.
meetingof the panelhereon  the Centre and states ic Centre offers 3 year spect the views of the states
Thursday that the states 33% =|nclusion inGST of entry taxes  with regard to their de-
can't agree to a proposal by levied by municipalities mands in the interest of co-

the Centre to include petrole-
um taxes in the GST. He
added that thestates werenot
happy either with the Cen-
tre's proposal on how they
would be compensated for
any lossof revenue intheini-
tial vears of GST. The states

haverefused totreadeven the
middle path suggested by the
Centre, which is to include
petroleum taxes in GST and
keep the rates nominal or
even zer so that states can

levy supplementary  taxes
sans input tax credit.
Rather who met Jaitley
with a groupof state finance
ministers told reporters later
that it was decided that a

operative federalism.” He
hinted that the states are
united despite the political
affiliations of the govern-
ments and added that they
have unanimously decided
toreiterate their demands.
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DRAFT REJECTED No consensus over compensation, petrol and entry taxes
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States reject Centre’s Goods & Services Tax Bill

Puja Mehra

MNEW DELHI: The States hawve
rejected the draft Bill for the
Goods and Services Tax
(GST), dealing a major blow
to the Centre’s resolve to roll
it out at the earliest.

The Centre-States stale-
mate has put a question
mark over whether the gov-
ernment will be able to in-
troduce the GST
Constitution  Amendment
Bill during the ongoing Win-
ter Session of Parliament.
Union Finance Minister

Sabha last month that he
would introduce this Bill
during the session. The GST
rollout has missed several
deadlines in the absence of a
Centre-Stales consensus,
At a meeting of the Empo-
wered Committee of State
Finance Ministers on Thurs-
day, the States opposed the
draft Bill and its proposal to
extend the GST to petro-
leum goods and entry tax.
"Consensus  eludes  the
Centre and the States on the
three main issues of com-
pensation, petrol tax and en-

~ Major blow to the

Modi government's
resolve to roll out
the reform

Committee Chairman Abdul
Rahim Rather told pressper-
sons. He said the Empo-
wered Committee would not
support the Centre's Bill un-
less it conceded the States'
three demands,

The GST will subsume all
excise and service taxes. The
Stales want compensation

nues they will lose over five
years from the shift to the
GST regime. They want a
clause on the compensation
to be inserted into the Bill,
Mr. Rather said.

The Centre’s proposed
draft does not hﬂg such a
provision at present.

““We were surprised to
know that the Centre has
only agreed to one of our rec-
ommendations,” said Mr.
Rather,

The Union government
agreed that its share of the
revenue from the GST would

devolved to the States.

Mr. Rather, however, wel-
comed Mr, Jaitley's announ-
cement in the Lok Sabha on
Wednesday on the
of Rs. 11,000 crore

that the Centre has agreed to
keep a provision of BRs
11,000 crore in the current
vear's budget for it.*
Later a PTI report said the
Centre and the States on
Thursday night made “some
headway™ in resolving the

Arun Jaitley said in the Lok try

tax,”

Empowered

RAJYA SABHA EQUATION

J&K election to decide LoP

The question is whether Ghulam Nabi Azad can retain post

Smita Gupta

MEW DELHE: The ongoing Jam-
mu and Kashmir Assembly
elections could well deter-
mine whether senior Con-
leader Ghulam Nabi
will continue as the
next Leader of the Opposi-
tion in the Rajva Sabha as his
term as an MP in the Upper
House ends on February 16 —
as do those of the other three
members from the northern
State. i

Mr. Azad’s continuance in
the job, therefore, will be de-
cided by whether he can be
re-elected Lo the RS.

The Congress, which won
17 Assembly seats in the 2008
elections, party sources said,
is hoping to get somewhere

between eight and 12 secats
this time, so that it could tag
on to the People’s Democratic
Party (PDP), the outfit that is
expected to win the largest
number of seats in these eleg-
tions — in 2008, the PDP got
21 and the BJP 11, while the
National Conference, the top
scorer, gob 28,

Ifthe party is able to pull off
a post-poll  PDP-Congress
government, then Mr, Azad
could continue in the job, For,
with the party’s numbers
shrinking in State u_l’tur State,

emerging elsewhere in the
coming months looks remote.

It is against this backdrop
that jockeying for the Leader
of the Opposition in the Rajyva

from the Centre for the reve-

Sabha has begun within the
Congress. The former Com-
merce Minister Anand Shar-
ma, currently the Deputy
Leader of the Congress in the
Upper House, is seen as one of
those in the running even
though the list of 69 Congress
members boasts many party
geniors. They include the for-
mer Prime Minister Manmo-
han  Singh, the former
Defence Minister A K. Anto-
ny, Congress president Sonia
Gandhi's Political Secretary
Ahmed Patel, and party gen-
eral secretaries Digvijay
Singh, Ambika Soni, Janar-
dan Dwivedi and Madhusu-
dan Mistry — the last named
seen by many as a HRahul
Gandhi favourite — not to
mention Satyavrat

go to the pool of tax revenues

Chaturvedi.

Clearly given that the Op-
position outnumbers the gov-
ernment in the Rajya Sabha,
and the Congress, as the large-
st party in the House, has the
LoP's slot, the job needs to be
done by someone who is both
respected as well as has a good
equation withother parties,

Mr. Azad had been chosen
for precisely these reasons by
the Congress leadership but
has been missing for much of
the current session as he has
been campaigning intensive-
Ivin Jammuand Kashmirina
brief stopover in the national
capital recently he had a
meeting where he is believed
to have emphasised the need
for effective floor coordinas
tion with other parties, Fi
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Moving forward
~ on insurance

T he Insurance Laws (Amendment) Bill, which

aims to increase the flow of foreign invest-

ment into the capital-starved insurance in-

dusiry, is now just a step away from getting
into the statute books. The Bill was first introduced in
Parliament way back in 2008 but failed to receive
support from parties across the political spectrum,
including from the BJP, which now heads the govern-
ment. The Rajya Sabha select committee, which went
into the provisions in detail and whose report was
tabled in Parliament on Wednesday, has recommend-
ed a 49 per cent composite eap on foreign investment
while retaining the condition that management and
control of the company has to remain in Indian hands.
With the Cabinet guickly adopting the amendments
suggested by the select committee, the stage is now set
for the Bill to be introduced in the Rajya Sabha where"
despite the Congress's support the Bill is not likely to
have easy passage. The Congress has hinted that it
would like to delay the Bill at least until the Budget
session in order to make the government ‘sweat’, as
one party member has said. In effect, the party wants
to do to the BJP what the latter did to the Congress on
the same issue when it was leading the government.

Political games aside, the adoption of the Bill is

expected to open the tap for the flow of foreign in-
vestments into the insurance industry as foreign play-
ers have been waiting for the increased limit. Backed
by a higher level of ownership, foreign companies
would also be willing to share technical expertise with
their Indian partners, The 49 per cent cap will include
both foreign direct investment (FDI) and foreign port-
folio investment, Though this might disappoint those
who would have liked the entire limit to be appropri-
ated for FDI, the fact is that there are not too many
companies that are profitable and mature to list on the
stock markets. The scope for FII investment is there-
fore limited. As the committee has rightly observed,
incremental foreign investment should ideally be used
to increase the capital base rather than to buy out local
promoters who might want to liquidate a part of their
stake. Segments such as health insurance require
sharp focus, and the market is also big given that the
social security system is weak in the country. The
committee has done well in not agreeing to lower the
limit of paid-up capital from Rs.100 crore for health
insurance players; a lower threshold would have made
it easy for non-serious players to enter the sector.
Expansion of the insurance industry is also important
for the development of the infrastructure sector as the
industry is typically a provider of funds for long-term
investment. This augurs well for the BJP government's
focus on developing infrastructure, l



