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1. Reincarnation of Planning Commission?
Harbans Singh, The Day After: Dec. 16-31, 2014 Issue

e %&ﬁg r. In my experience it is not easy to reform such a large ossified body and
= - it would be better to replace it with a new body that is needed to assist

; ! ﬂstates in ideas, to provide long-term thinking and to help cross-cutting
reforms ” Ajay Chhibber, IEO dll‘eCtOI‘ -general, had sald in the

Bwas regarding the role of the Planning Commission in the contemporary
context and its efficacy in meeting the challenges of the future.

Armed with this comment, the BJP government, in the eyes of the

mﬂ FaCongress, has launched a frontal attack on the Planning Commission as

SR .:.,‘..—*“f 8t is believed that it has sensed a opportunity to dismantle an important

' sicontribution of Jawaharlal Nehru. The Commission had become the

target of |ts crltlcs as a relic of the Soviet era — a relic that had been discredited but India had

continued to nourish it because of some misplaced loyalty to India’s first Prime Minister. In fact
it appeared that it critics were willing to cast away the baby along with the tub water.

The eagerness of the BJP government to see this change has been evident ever sinceNarendra
Modi became the Prime Minister. Soon thereafter a number of opinions regarding the Commission
having outlived its utility have been floating around. The Prime Minister himself fired a salvo from
the ramparts of Red Fort on the Independence Day when he announced that it has been decided to
scrap the Planning Commission and replace it with a body that represents the federal cooperative
structure.

Thus when recently the Chief Ministers met in the capital, all the BJP and NDA ruled States rallied
behind the Prime Minister on the subject. They were also supported by Tamil Nadu and Telengana,
ruled by non BJP, non Congress parties. The Congress Chief Ministers, however, stuck together
in opposing the scrapping and called for radical reforms to make the body relevant to the needs of
the changed times. They were not convinced by Ajay Chhibber’s contention that it was too ossified
to be subjected to change.

The Congress Chief Ministers contended that even though the process of evaluation of the role of
Planning Commission had been initiated by the Congress Prime Minister Dr. Manmohan Singh
yet its scrapping was never the intention. All along it was understood that measures to rejuvenate
the body would be suggested and accordingly the reforms undertaken. In fact, Prime Minister
Narendra Modi referred to the remarks that his predecessor Dr. Manmohan Singh had made on
April 30, to the effect that the Plan panel lacked a futuristic vision in the post-reform era, in his
address to the Chief ministers. Dr. Singh, it would be recalled, had noted that the panel would have
to reinvent itself in order to stay effective and relevant. But reinvention never implied that it needed
to be scrapped altogether.



But the fact remained that the exercise of evaluation of the Planning Commission had begun
during the Congress-UPA rule and now the report had been presented to the Prime Minister. The
report prepared by the Independent Evaluation Office (IEO), headed by Ajay Chhibber, has
recommended that the Planning Commission be scrapped and replaced with the Reform and
Solutions Commission. As a result it has added to the debate about the role of the plan body in a
changing India. The Commission, created by Jawaharlal Nehru, the nation’s first prime minister,
has its roots in Nehruvian socialism that saw a largely planned economy. It has greatly helped
India to develop and grow in an equitable manner and this has often tested the patience of those
States that feel that the laggard nature of some of the States has been pulling them back.

It is in this context that the new National Democratic Alliance (NDA) government is believed to
be in favour of either scrapping or recasting the Planning Commission. After Montek Singh
Ahluwalia resigned from the post of deputy chairman, the Narendra Modi government is yet to
look for a replacement. Advocating a “bold and radical step”, the IEO has submitted a report to
the Prime Minister’s Office saying that the current functions of the Planning Commission be taken
over by other bodies “which are better designed to perform those functions”. The report stated that
since the state governments have better information about local requirements and resources than
the central government and central institutions, they should be allowed to identify priorities and
implement reforms at the state level, independent of mandatory diktats from central institutions.
The task of long-term economic thinking and coordination, the report said, can be performed by a
new body established to act solely as a think tank within the government.

“This institution should be staffed with experts with domain knowledge and kept free from a
ministerial administrative structure. It is also recommended that it should have full-time
representation of major trade and industry organizations, civil society representatives, academics
etc. so as to capture their concerns and benefit from their expertise in formulating long term
strategy,” it added.

The new Reform and Solutions Commission will perform three main functions: serve as a solutions
exchange and repository for ideas that have been successful in different aspects of development in
various states and districts and in other parts of the world; provide ideas for integrated systems
reform; and identify new and emerging challenges and provide solutions to preempt them. The
report says that while the Finance Commission be made a permanent body responsible for the
allocation of centrally collected revenue to the states working with the help of a panel of advisors,
the finance ministry should be tasked with the division of funds among the various central
ministries.

“To facilitate this task, a new Department of Planning can be created within the finance ministry.
This department would work in consultation with the other departments of the finance ministry to
allocate resources to meet the capital expenses of the other ministries of the central government,”
itadded. The IEOQ in its report said the Planning Commission was created in response to the unique
challenges faced by a nascent democracy and a fledgling economy. “It conceived a top-down
approach to planning that envisaged a dynamic Central government building up the economic and
social order of weak states,” it added.



Experts feel that the Commission has succeeded in meeting the challenges that nascent India faced
but since that objective has been achieved, the country needs to move on. But there is considerable
difference of opinion as to what ought to be the right next step. N.C. Saxena, a former member of
the Planning Commission, said he was in favour of abolishing the Commission but did not see the
need to replace it with a solutions commission. “Most of the functions now performed by the
Planning Commission like deciding the size of the state Plan are mere rituals,” Saxena said. “Other
functions of the Commission like coordinating and evaluating programmes and schemes can be
carried forward by the ministry of planning.”

A majority of Chief Ministers have favoured Prime Minister Narendra Modi’s proposal to replace
the existing Planning Commission with another institution that would reflect a truly federal polity
and a changed economic scenario, and which recognises states’ need for flexibility in spending.
Congress-ruled states, however, suggested a revamp of the existing structure. The issue was also
discussed during a four-hour meeting moderated by Finance Minister Arun Jaitley, where the PM
“invoked the spirit of cooperative federalism” and stressed on the need for a suitable body to
replace the Planning Commission. “The process of policy planning also has to change from ‘top
to bottom’ to ‘bottom to top’,” Modi is learnt to have told the chief ministers.

However, it has been pointed by Modi critics that the criticism of the Commission as a ‘top to
bottom” approach is not only erroneous but mischievous too. The process of planning involves
gathering all information and needs from the primary level and thereafter a careful planning
exercise is undertaken to set the targets and allocate resources. Then there is also the need to ensure
that there is by and large an equitable growth among the states. These critics also claim that the
BJP is getting carried away by the unexpected and enormous nature of its electoral victory and
hence is in a hurry to dismantle the Nehruvian legacy. This criticism is supported by the fact that
the exercise to scrap the Commission has been set in motion without having a clear road map for
the future.

This criticism is augmented by the fact that, the government has as yet not disclosed the contours
of any alternative to the Plan panel though insiders do not tire of claiming that it was likely to be
announced within a month. It is said that it would be chaired by the Prime Minister and include
some Cabinet ministers, chief ministers, as well as private sector experts. Chief Ministers may be
inducted by rotation, and have greater say in the allocation and use of central funds. The new
institution will, as recommended by the Planning Commission, also serve as a hub for innovation
and research. In accordance with the recommendation of most state governments, it is likely to do
away with the concept of planning and annual plans.

Finance Minister Arun Jaitley, who briefed the media after the meeting, admitted that no timeline
had been fixed for setting up the new body. He also assured that “the central government will take
a considered view after the consultation is over,” and reiterated that the need for change was agreed
upon by all and assured that the transition would be well managed. The need for smooth transition
was echoed by a Congress Chief Minister.

But it would be instructive to remember that much before Chhibber report had reached the office
of the Prime Minister, in his Independence Day speech, Modi had proposed restructuring the
Planning Commission to suit the current needs of the economy, and to empower the states which,



at the moment, have little say in decisions on state plans. Thus the BJP appears to have already
made up its mind to do away with the Commission. BJP-ruled states including Rajasthan,
Maharashtra and Gujarat were enthusiastic about the move, as were Tamil Nadu, Telangana,
Punjab and most Northeastern states. Bihar, Assam, Kerala, Uttar Pradesh, Himachal Pradesh and
Uttarakhand, however, questioned the need to replace the Planning Commission.

West Bengal Chief Minister Mamata Banerjee did not attend the meeting, but she has supported
an alternative to the Plan panel in a letter to the Prime Minister. But a very interesting, and for
some, a very disturbing move was made by the Punjab Chief Minister Parkash Singh Badal. While
supporting the need to do away with the Commission, he strongly pitched for greater powers to
the States in order to give genuine autonomy to them for planning their own future in accordance
with the needs and resources available. The veteran Akali leader made a fervent plea for ushering
in a genuine federalism and said if need be the Constitution be amended. The statement has caused
considerable consternation even among the BJP leaders who have been advocating the abrogation
of Article 370 that gives special status to Jammu and Kashmir. Sardar Parkash Singh Badal did
not mince words in demanding that the centre should retain only the Defence, Foreign and
Communications and transfer all the subjects to the States. The readers would remember that these
were the three subjects that were surrendered by the last Ruler of Jammu and Kashmir while
signing the Instrument of Accession, and these are the only subjects that J&K’s Kashmiri leaders
wants the centre to exercise control on. For the record, they are dubbed as anti-national.

But in the rest of the country different winds seem to be blowing. This becomes obvious when it
is seen that at the meeting, there was broad consensus on three points: federalism must be
strengthened, States must get more powers and they must have greater flexibility to implement
schemes and programmes. “All States agreed that the principle of one-size-fits-all as far as the
design and format of schemes and programmes go, does not work,” Mr. Jaitley said. He also
claimed that all States were in favour of cooperative federalism. Mr. Modi said also defined “Team
India” was a combination of three teams - the Prime Minister and Chief Ministers; the Union
Council of Ministers; and the bureaucracy in the Centre and States.

If and when the Planning Commission is scrapped then it would repeal the March 15, 1950
Resolution by which the Planning Commission was set up. But as of now there is no consensus on
the nature of the body to replace the Planning Commission.



2. Public procurement policy target a bridge too far?
Rajiv Shirali, Business Standard: 16.12.2014

The size of India's public procurement market was variously estimated in 2011 and 2012 at Rs 12-
15 lakh crore by the Planning Commission, CUTS and the Central Vigilance Commission

With Minister for Micro, Small and Medium Enterprises (MSME) Kalraj Mishra having told the
Lok Sabha in a written reply last Monday that 20 per cent procurement from micro and small
enterprises (MSEs) will be mandatory with effect from April 1, 2015 for all Central ministries,
departments and Central public sector undertakings (PSUs), a little over three months are left for
achieving a target that few of the parties concerned are prepared for.

The size of India's public procurement market was variously estimated in 2011 and 2012 at Rs 12-
15 lakh crore by the Planning Commission, CUTS and the Central Vigilance Commission, but the
Prime Minister's Task Force on MSMEs estimated in 2010 that MSEs' share of this market was a
mere four-to-five per cent.

However, information on the procurement efforts of Central PSUs received by the MSME ministry
up to November 2013 was not very encouraging. Out of 207 Central PSUs, 103 provided complete
data, and only 32 had begun procuring more than 20 per cent from MSEs, while 49 had procured
nothing from MSEs.

According to a Cll background paper on the issue, "many [Central PSUs] are yet to start the
process of measuring how much they are procuring from MSEs," although they are under a
statutory obligation to provide the MSME ministry with the status of their procurement efforts.

The paper says the existing ecosystem is not yet prepared to face the challenges emanating out of
the implementation of the procurement policy, and that a "paradigm shift is required in the
ecosystem covering all stakeholders."

The paper says that the procurement policy opens a "huge window of opportunity"” for the MSE
sector and at the same time enables Central PSUs to develop an alternative, sustainable supply
chain. "However, if continuous and systematic plan[s] are not put in place by all the stakeholders,
then the desired and intended benefits of the policy may not come", it says.

Central PSUs feel that most MSEs do not meet the eligibility criteria when open tenders are floated,
nor are the production capabilities of the MSEs very evident, because there is no comprehensive
database available on MSEs. MSEs are unwilling to get themselves registered as such owing to
procedural complexities.

The most crucial challenge that MSEs face when dealing with PSUs is delays in receiving
payments. The procurement guidelines stipulate that payment must be made 90 days after the date
of acceptance of goods or services by PSUs. However, PSUs tend to take too long for inspection



of material that they are supplied with, and this leads to delays in payments. PSUs also do not
make advance payments, especially at the time of procuring high-tech products.

To deal with bottlenecks and ensure the success of the policy, according to the background paper,
there is a need for a coordination mechanism between the ministry of MSME and other
stakeholders such as PSUs, MSE associations, the Development Commissioner - MSME, state
industry directorates and MSME Development Institutes.

MSEs, which find tender processes and tender documents too complex to comply with, will need
handholding not only from PSUs, but also from other stakeholders such as large vendors, "in order
to augment capacities and ensure preparedness for availing the benefits of the procurement policy™,
the paper concludes.



3. Narendra Modi government to celebrate Good Governance Day on

Christmas
Aman Sharma, The Economic Times: 16.12.2014

The government is readying a plan to celebrate Dec 25 as ‘Good Governance Day’, possibly spoiling the holiday plans of many.

NEW DELHI: Children may have been spared the need to compulsorily attend school
on Christmas day, but bureaucrats may not be as lucky. The government is readying a plan to
celebrate December 25 as 'Good Governance Day', possibly spoiling the holiday plans of many
who had been looking forward to a five-day weekend.

Minister of state for personnel and in the Prime Minister's Office (PMO), Jitendra Singh, told ET
on Monday that a plan is being finalised for activities for bureaucrats on December 25. "We are in
the process of finalising a plan for government officials for that day,” Singh said, effectively
indicating that officials, especially senior ones, could end up having to attend office on what is a
gazettedholiday.


http://economictimes.indiatimes.com/etreporter/author-aman-sharma.cms
http://economictimes.indiatimes.com/topic/Christmas
http://economictimes.indiatimes.com/topic/holiday
http://economictimes.indiatimes.com/topic/Jitendra-Singh

All Work...

Govt officlals and BJP

MPs supposed to make

Dec 25 symbolic of good
governance as it is also Atal
Biharl Vajpayee's birthday

...........................................

Minister Jitendra Singh

says plan being finalised

for activities for babus.

Says babus did the

same on Oct 2 for Q
Swachh Bharat

Babus' long weekend
plans spoilt as Dec
24 (Wednesday)
was a restricted
holiday for
Christmas Eve

Government sources also separately confirmed that the
Department of Administrative Reforms & Public Grievances (DARPG), under the ministry of
personnel, was framing a plan for various activities to be carried out by bureaucrats on December
25. The plan is being worked out in consultation with the cabinet secretariat and PMO, these
sourcesadded.

This follows the decision of Prime Minister Narendra Modi, who has a reputation of being a
workaholic, to link December 25 with good governance in honour of BJP stalwart and former
PM Atal Bihari Vajpayee, whose birthday falls on the day. Modi made the announcement on
December 2, and said on December 25, all BJP MPs and government officials will mark the day
assymbolicofgoodgovernance.

Governance Day did not mean that officials would be asked to work as he sought to draw parallels
with Gandhi Jayanti on October 2, on which day the government kicked off the Swachh Bharat
campaign.

"Coming to office for such activity does not mean doing official work...These are two different
things. It is not like they will be working,"” Singh said. Various activities, including taking a
cleanliness pledge and other activities were carried out by officials on October 2, leading senior
bureaucrats to wonder if December 25 will be even busier because good governance is all about
thebureaucracy.


http://economictimes.indiatimes.com/topic/Narendra-Modi
http://economictimes.indiatimes.com/topic/Atal-Bihari-Vajpayee

While the Modi-led government and BJP gear up to celebrate the birthday of one of its tallest
leaders, among bureaucrats, already feeling overworked since this government took charge, the
mood is not as exuberant. For one, it has upset the vacation plans of many. With Wednesday,
December 24, a restricted holiday because of Christmas Eve and December 25 a gazetted holiday,
many were hoping to enjoy an extended weekend and had taken or considered taking casual leave
on Friday, December 26. One senior bureaucrat told ET that he had applied for a restricted holiday
on December 24 and casual leave on December 26, effectively making for a five-day weekend
which he planned to spend with his family in Goa. "But now, if one has to come to office on
Christmas day, even for half-a-day, the vacation plans are ruined,” the officer said.

This will be the second long weekend that could end up being spoilt for bureaucrats due to Modi
government's enthusiasm to link them with special campaigns. On October 2, always a holiday to
celebrate Mahatma Gandhi's birthday, many of them had to show up at work because of the
Swachh Bharat celebrations and lost out on the opportunity to have a five-day extended weekend.
The day after Gandhi Jayanti was a holiday on account of Dussehra, followed by the weekend and
October6, which was a holiday for Id-ul-Zuha.

On that occasion too, the government did not issue any circular cancelling the holiday on October
2 and the same is expected for December 25 too.



4. Aadhaar goes stronger
The Financial Express: 16.12.2014

Compared with the total of over 72 crore people enrolled with Aadhaar, 10 crore having their data
seeded with the bank accounts may appear short in a big way, considering the government’s plan
of linking it to the direct benefit transfers (DBT) for social sector schemes, subsidy payments and
the ambitious Digital India to provide public services across the country. Against the backdrop of
UPA’s Aadhaar-based cash transfer scheme failing to take off and the chances of a possible demise
of the Congress party’s flagship project in the BJP-led NDA regime, however, this certainly looks
impressive. The Pradhan Mantri Jan Dhan Yojana is obviously driving the surge in Aadhaar
seeding with bank accounts and these 10 crore people—it is expected the number would grow
rapidly in the next few months—can now digitally receive government subsidies and other
payments directly into their bank accounts.

The good news is despite all the problems and oppositions to Aadhaar, the Aadhaar-based payment
bridge is working well—about 8 crore transactions amounting to R5,152 crore have been made
through this in the DBT for LPG, MGNREGA, tribal welfare schemes and pensions till December
9. The challenge for the Modi government has been to extend this success to the tricky areas of
food and fertiliser subsidies. This looks possible now with schemes such as Bhamashah of
Rajasthan and Samagra of Madhya Pradesh showing the way in terms of states successfully
adopting Aadhaar for social schemes’ money disbursal.
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 Hurdle cleared,

govt plans bill for

GST this session

Centre Agrees To
Many Demands
Raised By States

Timis News NeTwork

New Delhi: The govern-
ment on Monday cleared the
first hurdie to roll out goods
and services tax by agreeing
toseveral demands raised by
the states, paving the way for
the introduction of the Con-
stitution Amendment Bill
during the current session

b E-rickshaw Bill tabled
in Lok Sabha, P 2

of Parliament for the intro-
ducing the most ambitious
tax reform from April 2016,

On December 12, TOI had
reported that a bill paving
the way for GST would be in-
troduced in the current ses-
slon of Parliament.

GST will create a unified

Finance panel report
may be tabled soon

he government may table

the report of the 14th
Finance Commission inthe
current session of Parliament
to help states gauge the
impact of its suggestions on
their finances. The commis-
sion, headed by former RBI
governor Y V Reddy, submit-
ted its report on Monday. P19

market by ending multiple le-
vies by the Centre and the
states . States have been re-
alating thetransition, fearing
loss of Nexibility, but came on
board on major issues after a
meeting with finance minis-
ter Arun Jaitley on Monday,
the second such consultation
inaspan of fourdays.
“There is broad agree
menton the issue,” said asou-
ree present in the meeting.

»Continued on P 15
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Petro products
could be kept
out of GST in

initial years

r-r he Centre has conceded
some ground to states by
suggesting that petroleum
products could be kept out of
GET in the initial yvears, but |
included later, A tax on petro-
leum products was a critical
issue for the states as some of
them mop up as much as half
their taxes from these goods.

Similarly, it agreed to allow
the states to put an additional
levy in lieu of entry tax, which
will be subsumed into the com-
bined tax on goods and services,

Manufacturing states led by
Gujarat too will be allowsd to
levya “transitionary tax for one
or two years”, Further, the Cen-
tre has assured states that their

entire revenue loss will be taken
care of for five years after GST

roflout. It has indicated its wil-
lingness to incorporate the pro-
vision in the Constitutional

Amendment Bill, although the
details will e finallzed after
consulting the low department.
For the full report, log on to
wiew. timesofindia.com
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“House bedlam:
[nsurance bill

hangs in balance

Tisaes Mews NETWORK

Mew Delhi: Uncertainty over
the functioning of the Rajya
Sabha with the opposition de-
manding a statement by PM
Marendra Modi on conver-
sions clonds the introduction
of a kev reform hill to hike the
foreign direct investment lim-
it in insurance to 48%.

The opposition, includ-
ing Trinamool Congress and
Left, joined hands to demand
the Prime Minister's pres-
ence during a discussion on
conversions that have been
in the spotlight in the wake
of “ghar wapsi® pro-
grammes organized by Hin:
dutva organizations. “PM ko
lao, House chalao,” said Tri-
namool MP Derek O Brien.

Deputy leader of opposi
tion in the RS Anand Shar-
ma said, “This is a big issue.
The opposition won't relent.
The PM must come and reas-
sure the country through a
demonstrated action.” But
this may just be to tide over
the confrontation created by
the controversial statements
on religious conversions,

With the winter session
of Parliament due to con-
clude early next week,
sources sald while Congress
has announced support for
the insurance bill, it feels
that it is up to the govern-
ment to deal with other par-
ties opposing the reforms,

The convergence of Tri-
namool Congress and Left
besides SP. BSP and JDU to
demand the PM's presence

and response to a debate on
conversions has renewed
hope in the Congress camp
that appeared badly margin-
alised after the BJF as-
aumed office,

The opposition unity
seems to have begun to ap-
peal to the Congress and it
does not want to hurt the
fledgling partnership among
the anti-BJP forces in Parlia-
ment. The party is alsoaware
that Hindutva issues can en-
sure opposition unity rather
than any reform bill.

The opposition,
including Trinamool
hhdh:‘t:m
demand a
statement by PM
Marendra Modi on
conversions

On its part, the govern-
ment seems tofeel that it has
enough time to pass the bill
and can work with opposi-
tion groups once the conver-
sion debate 1s out of the way.
Thismay take aday or twoas
Modi is campalgning in
J&K on Tuesday and willnot
be in Parliament.

Souroes said the govern-
ment continues to seell con-
semsus on o bill that defines
propagation and inducement
a0 that conversions by unfair
means can be made unlawful,
The opposition is wary of any
commitment, preferring tofio-
cus on statements by various
BJP figures.
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Real estate bill
revised, relief
given to builders

= moishumi guptaBhisdustanimos com

MEW DELHE In a major conces-
sion to the real estate sector, the
housing ministry has proposed
to allow builders to divert up to
half the amount collected from
a buyer for a specific project to
other projects,

It is a dilution of the origi-
nal clause in the Real Estate
(Regulation &

oper to put 70% of the amount
collected for a project from the
allottes to an escrow account to
be used only for construction of
that project. This has now been
reduced to 50% .

The housing and urban pov-
erty alleviation ministry, which
is piloting the bill aimed at safe
guarding property buyers interest
from land sharks by setting up a
Real Estate Regulatory Authority
(RERA), has recently sent the
draft bill to the Prime Minister's
Office before taling it up formally
in the Cabinet,

The 0% clause was aimed at
putiing a check to the general
practice by majority of the devel
opers to divert buyer's money to
start new project instead of finish-
ing the one for which money was
collected. The real estate lobby
was pushing hard for dilution of
this clanse, 3
ad the purview of the proposed
regulatoe o cover cormmencial real
estate. Earlier; the bill covered anly
the residential real estate segment.

Toprotect buyer's interest, the -

ministry has alao decided that
developers of all ongoing projects
for which he has not got a com-
pletion certificate as yvet will also
have to register with the RERA.

CAVEAT EMPTOR

= Bullders nesd to register
projects where the Land
exgeeds 1,000 square
métre or above with the
requiatory authority before
launching or advertising

= Mot fulfilling contractual
abligation would land the
bullder in jail

= For violation of approved
plan/contractual agroe-
ment/delay in project, the
buyer can claim compensa-
thon. If devedoper fails to
respond, buyer can lodge

| complain with RERA

| S e

! ® Instead of 70 %, developers
can just deposit 50 % of the
amount oollected from
buyers for a project ina
special account for using to
finish that project.

To do away with the multiplicity
of litigation, the new bill alse
explicitly bars buvers who have
a grievance, to knock the doors
of any other consumer forums.
The Real Estate (Regulation
& Development) Bill was
introduced in the Rajya
Sabha on August 14, 2013 and
referred to the Parliamentary
Standing Committes on Urban

or above will have to register
themselves with the regulatory
authority before launching or
even advertising their project.
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Parliament uproar over
circular on Christmas

Anita Joshua

NEW DELHE Three Cabinet
Ministers were assigned to
elear the air on the ongoing
controversy over moves to
mark December 25, Christ-
mas, as Good Governance
day in- schools with events
and  competitions, The
Union Human Resource De-
velopment (HRD) Ministry
put out a detailed clarifica-
tion that was also posted on
the websites of its various in-
stitutions  dealing with
schools.

The issue was raised in the
Lok Sabha by K.C. Venugopal

(Congress) who read out

from a letter sent by the Na-
vodaya Vidyalaya Samiti
(NVS) Commissioner G.5.
Bothyal to all regional offices
on December 10, listing the
activities to be organised in
Jawahar Navodaya Vidya-
layas (JNVs) on December
25,
The letter says: “This is
with regard to celebration of
the birthday of Atal Behari
Vajpayee and Madan Mohan
Malviva as "Good Govern-
ance Day' on December 25"
and lists declamation con-
test, quiz competition,
screening of best pragtises
on good governance and in-
novative programmes as the
activities to be organised to
“mark the occasion in its true
spirit.”

Regional commissioners
have been told to “encourage
participation of students"
and submit a “consolidated

Smriti Irani

report specifying activities
carried out in all JNVs,” with
photographs /video  record-
ings, to the Commissioner’s
affice on December 25 itself.

According to this letter,
the Central Board of Second®
ary Education will also be or-
ganising competitions under
the CBSE Expression Series
on Good Governance on De-
eember 24 and 25. Howewver,
till date, the CBSE has not
sent any separate circular to
its affiliated schools.

School principals and par-
ents ppint out that this is be-
coming a pattern with school
education under the BJP

government; earlier instanc- |

es were Teachers” Day when
Prime Minister Narendra

Modi addressed childrenand

the Swachch Bharat cam-
paign on Gandhi Jayanti, Oc-

tober 2, “There seemstobea |

design to replace the original
significance of the day by ere-
ating a new one,” noted one
principal,
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Hope for growth as

inflation pl

MEW DELHE: Inflation and ex-
ports data released on Mon-
day raised hopes of a revival
in investments and growth,
Declining  for  the fifth
straight month, the pace of
wholesale inflation dropped
to a six-year low of 0 per cent
in November.

Exports growth turned
positive again - at 7.27 per
cent — in-November raising
the hope that the $340-bil-
lion target for the current fis-
cal will be met.

Though the trade deficit
widened to an 18-month high
of $16.86 billion, the surge
was in part due to a 40-per
cent jump in import of ma-
chinery and transport equip-
ment. over October,
signalling a possible revival
in investments,

The rupee closed at an
over 10-month low of Rs,
62.94 to a dollar, which will
make India's exports rela-
tively more competitive,

India grew at sub-5 per
cent over the last two years,
Growth recovered to 5.7 per
cent during April-June, be-
fore slipping again to 5.3 per
cent in the July-September
quarter.

The inflation data reflects
the falling cost of production
in the economy, largely on
the back of the sharp con-
traction in global prices of
crude and commodities. It

ﬁﬂm reflects moderating food

WIDENING GAP

DEFICIT RISES TO HIGHEST
LEVEL SINCE MAY 2013

F Impotts soar by 571 per
cent to $5.61 billion
(over Rs. 35,000 crore)

26.79 per cent to
L

imports grow 4%:

e’

per cent to $31.10 billion

prices.
Deadlock on GST
broken

In a last-minute compro-
mise deal, the Centre on
Monday night decided to
keep petroleum out of Goods
and Services Tax (GST) in re-
turn for States agreeing to
entry tax being subsumed in
the new Lax regime proposed
from April 2016, reports PTT.

On the issue of compensa-
tion to States for revenue
loss hecause of subsuming of
all indirect taxes in the GST,
the Finance Ministry will
seek legal opinion on how it
can be accommodated in the
Constitution  Amendment
Bill that it wants to bring in
the ongoing Winter session
of Parliament.
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WPl inflation hits 0% in
Nov, lowest in over 5 yrs

HT Correspandant
= ipsnrs@hindustantmes com

NEW DELHI: India’'s wholesale
inflation rate slumped to 0%

in November, a five-and-a-half -

year low, driven by tumbling finel
and food prices, data showed on
Monday, intensifying pressure on
the Reserve Bank of India (RBI)
to lower borrowing rates to aid
an economic revival,

Experts, however, cautioned
that the fall in inflation could also
be partly because of statistical
phenomenon called the “base
effect”, where a drop looks mag-
mﬁedhﬂmudhlshu'prlm

The wholesale price index
(WFI)-based inflation, the most
commonly tracked metric to
gauge the economy-wide price
movements of goods, was flat in
November against last month's
L77% and 7.52% a year ago.

The November wholesale infla-
tion is the lowest since 0.3% con-
traction in July 2009, reflecting a
similar trend in retail inflation,
which moderated to 4.38% in
MNovember,

Petrol prices have fallen 10%
while diesel prices fell 3% in
. November from a year ago.

IT MAY BE TIME TO GET MOVING

The signals for a rate cut are slowly turning green. Will |
REI governor Raghuram Rajan oblige? ;

1.77% Wetinfationin 0t

0.63% fovaseaiom

InI'IatIun I fuel and

A.919%  power segment, the
lwvest since 2009

WILL HE OR WON'T HE?

4. 2% a status quo on interest
Contraction In TS S
Industrial produc-  * Rajan, RBI governor
tion in Oct EMIs UNLIKELY TO FALL SOON?
4.7% -mmhﬂm:nm
arowth mulating monetary curment
g"ﬁ-u . below REF's targeted 6% by Jan
- ® A rate cut based on the WP inflation
'5.4-5.9% mmm i
Estimated GOP = Rajan had hinted at a rate cut early next
growth in 2014-15  yearif inflation continued to decline and
govt took steps to contain fscal defict
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RBI eases refinancing norms
for infrastructure loans

Oommen A. Ninan

MUMBAI: The Reserve Bank of
India (RBI),on Monday, al-
lowed banlke to flexibly struc-
ture the existing project loans
= to infrastructure and core
industries — with the option
to  periodically  refinance
them.

Earlier, this option of peri-
odic refinancing was available
only to new loans in these
segments.

“Only term loans to pro-
jects, in which the aggregate
exposure of all institutional
lenders exceeds Rs.500 crore,
in the infrastructure sector
and in the core industries sec-
tor will qualify for such flex-
il structuring and
refinancing,” the RBI saidina
notification to all banks,

The RBI said banks were -

representing this issue, “as it
would ensure long-term via-
bility of existing infrastruc-
ture/core  industries sector
projects by aligning the debt
repayment obligations with
cash flows generated during
their economic life.”

Banks were asked to fix a
fresh loan amortisation
schedule for the existing pro-
ject loans once during the life
time of the project, after the

date of commencement of

commercial operations
(DCCO), based on the reas-
sessment of the project cash
flows, without this being
treated as ‘restructuring’.

The RBI also sadd the via-
bility of the project is re-as-
sessed by the bank and vetted
by the Independent Evalua-
tion Committee, HBI said
that banks could refinance
the project term loan period-
ically (say 5 to 7 years) after
the project has commenced
commercial operations.

The refinance could be tak-
en up by the same lender or a
set of new lenders, or combi-
nation of both, or by issue of

corporate bond, as refinane-
ing debt facility, and “such re-
financing may repeat till the
end of the fresh loan amor-
tisation schedule,”

The RBI also said that
banks could also  provide
longer loan amortisation as
per the flexible structuring of
project loans to existing pro-
ject loans to infrastructure
and core industries projects
which are classified as ‘non-
performing assets’ (NPAs).

However, the central bank
said, these loans would be
treated as ‘restructuring’ and
the assets would continue to
be treated as ‘non-perform-
ing asset’.

L
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Repayment rules for core,
infra sectors eased by RBI

Humlm.ﬁ December

s a step to ease the pressure on
A stressed assets, the Reserve

Bank of Indla has allowed
lenders to restructure existing loans
above T500 crore to infrastructure and
core industries’ projects.

Banks and financial institutions will
have an option to periodically refinance
such loans. Bankers said the revised
norms will provide relief to completed
projects which have started commer-
clal operations in the said sectors. Many
of these were finding it difficult to repay
due to shortfall in cash flows and cost
OVerruns.

This leeway is expected to help
ensure the long-term viability of exist-
ing projects by aligning the debt repay-
ments with the cash flows generated
during their economic life. It is a step
that will reduce potential stress, said
Arundhati Bhattacharya, chairman of
State Bank of India.

Vibha Batra, co-head of financial
sector ratings at ICRA, said the new
norms would “help to reduce the addi-
tion to the existing portfolio of stressed
assets”,

According to Unlon finance ministry
data, the stressed loan books of com-

mercial banks were 12,57 per cent of the

total of loans as of end-September. Non-
performing assets (NPAs) had a share of
5.32 per cent and restructured assets
were 7.25 per cent.

While giving the flexibility, the bank-

-IIM&MIIE___

® R8I allows lenders to
restructure existing
loans above ¥500
crore to infra-
structure and core
industries’ projects

® Banks and financial
institutions will have an option to
periodically refinance such loans

® Bankers say revised norms will
provide relief to completed proj-
ects which have started commer-
clal operations in the said sectors

® Leeway expected to help ensure
long-term viability of existing
projects

* While giving the flexibility, the
banking regulator has attached
some riders, to ensure the exer-
cise happens within a hﬂumrh
of prudential norms

ing regulator has attached some riders,
to ensure the exercise happens withina
framework of prudential norms.

Only term loans where the aggregate
exposure of all institutional lenders
exceeds 500 crore will be eligible for
such flexible structuring and refinance,
Banks can fix a fresh loan repayment
(amortisation) schedule for existing
project loans once during their lifetime.
This could be done only after the date of

commencement of commercial opera-
tions, based on the reassessment of
project cash flows. '

The exercise will not be treated as a
‘restructuring’; provided it is a standard
loan as on the date of change of the
repayment schedule, The Net Present
Value of the loan should remain the
same before and after the change in
repayment schedule, RBI said.

B K Batra, deputy managing director,
IDB1 Bank, said the new norms were
positive in the sense that they'd help
to reduce the debt servicing burden on
companies. Banks will save on provi-
sloning for restructured loans.

Banks may refinance the project
term loan periodically (for example, five
or seven years) after the project has
commenced commercial operations.
The repayments at the end of each refi-
nancing peried could be structured as a
bullet repayment, with the intent spec-
ified upfront, RBI added.

Refinancing can be done by existing
lenders, a new set of lenders or a com-
bination of both or by issuing corpo-
rate bonds. Such reflinancing can be
repeated till the end of the repayment
schedule.

Bank can so address existing stan-
dard restructured assets; the latter's
label won't change, Similarly, exist-
ing non-performing loans can be
restructured under the new norms but
these would continue to-carry the
“NPA tag”, and refinancing can be
done only after it becomes a standard

asset, said RBIL. %
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14th Fin Commission
submits report to Prez

REVENUE SHARING YV Reddy-led panel submits report to
President’s office, spells out formula for resource distribution

HT Cormespondent

'm. ik [ o]

NEW DELHI: The 14th Finance
Commission on Monday submit-
ted its report to the President,
specifying a new set of formulae

*for distribution of tax revenues
and grants between states and
the Centre,

The report, which was submit-
ted AN Jha, Secretary to the 14th
Commission, was received by
President Pranab Mukherjee's
secretary Omita Paul

Two distinctive features
of the Commission's work
involve redressing imbalances
between the taxation powers
and expenditure responsibili-
ties of the Centre and the states
respectively, and equalisation of
all public services across states.

Besides sharing of tax rev.
enues, the commission is also
charged with laying down the
principles for giving out grants-
in-aid to states and other local
bodies for a five-year period
beginning April 1, 2015.

The Commission, headed
by former RBI governor YV

= Reddy: mission over

Reddy, has considered poten-
tial resources of the Centre
and the state for the five-year
period, taxation efforts and the
potential of additional revenue
mobilisation, demands on the
resourees of the Centre, and the
various requirements of states,
before it finalised the revenue
sharing formula,

The thirteenth finance com-
mission headed by former
finance secretary Vijay Kelkar
had suggested a 32% share for
states in Central revenues, but
states have been demanding
that the resources be divided

equally between the Centre
and states.

The Finance Commission is
a body set up under Article 280
of the Constitution, primarily
to recommend measures and
methods on how revenues need
to be distributed the Centre and
states,

The Commission also has the
mandate to recommend meas-
ures to govern the grants-in-ajd
of the revenues of the states out
of the Consolidated Fund of
India (CFT).

It also recommends measures
needed to boost the consalidated
fund of a state to supplement the
resources of the municipalities
in the state,

Besides Reddy, the other mem-
bers of the commission were
Abhijit Sen, member, Planning
Commission; Sushama Nath,
former Union finance secre-
tary; M Govinda Rao, former
director of National Institute
of Public Finance and Policy;
Sudipto Mundle, former acting
chairman, National Statistical
retary to the commission. #

w‘lzl%w



Business Standard
Date 18\1'7','2".'-“?
Page No. 0 Y




=1

Date: \dﬁl%\‘*{
Page No. o2

The Financial Express

Centre retains

veto power in
GST council

New Delhi, Dec 15: In the pro-
posed Good and Services Tax
(GST)eouncil, which will have
constitutional backing, the
Unionfinance minister willex-
ercise veto power. While the
Centre is making last-ditch ef-
forts Lo get states on board for
tabling the constitutional
amendment bill for GST in the
current session, it has intro-
duced this provision in the Bill,
which runs counter to the
states’ demand for equal say in
the council.

As per the Bill, every deci-
sion of the council will be be
taken by a of not less
votes (75%) of the members
presentand voting. 5

The Centre's consent is es-
sential for passing any resolu-
tionas itcarriesaweightof one
third (33.3%)of the total votes,
while the volesof all states tak-
en together account for two
thirds (66.6% ).

State ministers discussed
with Jaitley their demand for
excluding petroleumn products
and municipality taxes from
GST and requirement for an in-
dependentconstitutionalmech-
anism for compensation forfive
years. The meeting was still on
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Direct LPG subsidy trans_fer\
across nation from January

mmutl. DECEMBER 15

the progress, right from get-
ting a first-hand feel of the
consumer interface through a
newly launched website to
calling up aggrieved con-
sumer himself to understand
problems being faced,

The ambitious plan,
launched by the previous
UPA government in June
2013 but abruptly stopped

earlier this year following .

eourt orders, has been mod-
ified to exclude the require-
ment of unique identifica-
tion number (Aadhaar) for
availing the cash subsidy.
The scheme has been
rolled out in 54 districls
from November 15 and will
extend to rest of the coun-
try from January 1.
At the review meeting

Knowing PAHAL
® PAHAL or
Hanstantarit Labh will

be implemented in all
districts from January 1

® Under the scheme, LFG
consumers will get cash
subsidy in their bank
accounts so they can
buy a cooking gas cylin-
der at market price

anﬂufﬁcm-sofﬂmthmeml

versions of wewmyLPG.in,

“We need to get the work
done on a war-footing,” he
said at the review.

Besid ki :
on user interface, Pradhan on
Dhillon of Ludhiana who had
complained on ministry web-
site of not receiving cash sub-
gidy He then went on to
check booking and delivery
status as well as cash transfer
in random cases.

PAHAL or Pratyaksh
Hanstantarit Labh will be
implemented in all districts
from January 1, he said
Under the scheme, LPG

consumers will get cash sub-

* gidy in their bank accounts

so they can buy a cooking
gas cylinder at market price.

Cash equivalent to the dif-
ference between the cur-
rent subsidised rate and the
market price is transferred
to the bank account of a
consumer the moment he
or she makes the first book-
ing for a cvlinder after join-
ing the scheme,

The moment a consumer
takes delivery of the cvlin-
der, another advance cash
subsidy is transferred to the
bank account.

DBT (direct benefit trans-
fer) is designed to ensure that
the subsidy meant for the
genuine du:lnmhc cusiomer

households. Currently, the
Aadhaar generation level is
85 per cent in these districts.
Under the scheme, con-
sumers will now receive SMS
al every stage of enrollment
in the scheme. — PTI 7
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AAP renews vows on bijli, paani

Also Promises Water Tariff Reform, Making Delhi A ‘Solar City’, Clean Yamuna

Tinies News Morwork

New Delhi: Aam Aadmi Par-
t¥'s popularity during the last
assembly elections had a lot to
do with its focus on free water
and cheaper electricity This
vear, both issues have found
their way to the series of dia-
logues it has conducted with
Delhiites and will form a major
component of the partys
man ifesto,

The party unveiled its agen-
da on ‘paany, bl in Sangam
Vihar on Monday an area
where water is a highly sensi-
tive issue, given its scarcity. It
has reinforced its pledge to
slash power bills by half and
provide 20kl of water free to
each family while also promis-
ing reforms to the water tariff
system and making Delhi a
“solar city™.

“The party will provide free
lifeline water to each house-

Eﬂ'llﬁ.n‘ﬂﬂ.r

IN CAMPAIGN MODE: Arvind Kejriwal greets the crowd in Sangam Vihar

hold every month. Unlike last
time, those group housing so-
cieties not connected with the
Delhi Jal Board supply net-
work will be connected within
a month. Within five years,
more than 14 lakh households
which do not have piped water

supply right now, will also be
connected to DJB's network, A
time-bound plan of action will
bemade foreach area, irrespec-
tive of its legal status,” said
party chief Arvind Kejriwal.
The plan also includes mak-
ing 80 MGD from Munak Canal

available, for which Delhi high
court hasalready issued orders
to Haryana. With this addition-
al water, supply will be made
available to areas like Sangam
Vihar, Deoli, Mehrauli, Am-
bedkar MNagar, Tughlagabad,
Chhatarpur and Dwarka. Pub-
lie hydrants and hand puamps
will be installed along roads
and JJ colonies.

The party has also proposed
to abolish category B in DJB's
tariff structure, under which
small shop owners have been
paying commercial tariff. As
per AAP's plan, they will pay

domestic charges and also be
eligible for the free 20k] of free
water. The annual automatic
increase in water tariff will al-
80 be done away with. On Ya-
muna, the party says that noen-
croachments will be allowed
and no untreated water willen-
ter the river, The flood plain
will be conserved and no con-
struction permitted. On power,
other than . round-theclock
supply within five years, the
party has asked for an annual
auditof discom's accounts and
no tariff hike till the audit is
complete,

“Delhi government will set
up its own power plants that
will be fuel-efficient. A Delhi
gpecific solar plan will be
evolved as part of developing
non-conventional sources of
energy and group housing so-
cieties will be given incentives
for generating solar powsr,”
Kejriwal said,
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A weak agreement
saves the day

he “Twentieth Conference of the Parties’ of
the United Nations Framework Convention
on Climate Change ended in Lima on Decem-
ber 14, as the negotiations extended by two
days beyond schedule. The Paris 2015 deadline for
finalising an international agreement on climate
change fuelled a sense of urgency at these talks. There
was some optimism ahead of the conference, with the
U.5.-China deal in November being considered a break-
through and the European Union coming on board
making serious commitments to cut emissions. But
this hope soon fizzled out as rifts between “developed’
and ‘developing’ countries became deeper. In a familiar
dialectical movement, the shift from hope to impasse
eventually led to a last-minute deal, thus saving the
talks from failure. The document that was finally
agreed upon, calls for a commitment from all parties to
an “ambitious agreement in 2015 that reflects the prin-
ciple of common but’ differentiated responsibilities”
(CDR). It “urges” developed countries to provide fi-
nancial support to developing countries to meet their
“ambitious mitigation” goals. The agreement urges
parties to take national pledges by finalising their In-
tended Nationally Determined Contributions (INDC)
by November 2015. However, the agreement is erit-
icised for being a “watered down” and "lacklustre plan”,
leaving all political issues unresolved. But Environ-
ment Minister Prakash Javadekar told reporters,
“We've got what we wanted.”

The ‘developing versus developed country’ schism
was al the centre of the debates. In trying to dilute this
binary, wealthy nations like the U.S,, and those of the
EU argued that emissions from developing countries
are consistently rising and they need to commit to
more serious emission cuts. But India accused them of
watering down the CDR principle envisaged in earlier
agreements. The EU strongly favoured a review proc-
ess to ensure accounfability for the pledges made but
China immediately blocked it, on grounds of national
sovereignty. India stuck to its conventional position
that the developed countries should shoulder a bigger
burden as they are responsible for the problem in the
first place, while poverty alleviation would continue to
be India’s primary coneern, India may have demon-
strated concern about climate change issues and right-
ly asserted the need to balance environment with
socio-economic concerns, Yet, before it is too late, the
nation has to acknowledge that its emissions are rising
dangerously. Instead of always passing the burden onto
others, it has to take responsibility for its actions, India
has to make a pragmatically determined national
pledge in Paris next year, backed by stronger domestic
policies and a shift to clean, renewable energy.




