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

with gusto”
W. Clement stone
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Polity

» Aadhaar, DBT get a lifeline, Modi to retain, push UPA schemes:

Putting to rest speculation about the fate of the UPA government’s flagship
Aadhaar project and the Direct Benefits Transfer scheme, Prime Minister
Narendra Modi on Saturday sought a 100-crore enrolment target under Aadhaar
at the “earliest”, also asking officials to look into linking passports with its data.
The Prime Minister also gave a decisive push to all Aadhaar-based DBT schemes,
including for LPG, which the previous government had scrapped, at a meeting
with Home Minister Rajnath Singh, Finance Minister Arun Jaitley and Unique
Identification Authority of India (UIDAI) Director General Vijay Madan on
Saturday. While there has been some talk of merging Aadhaar with the National
Population Register, officials say that appears ruled out for now. Though no time
frame has been fixed, Modi told the UIDAI that 100-crore enrolment target
should be met at the “earliest”. The current enrolment is at 70 crore, with 65
crore Aadhaar cards issued. Government sources said the additional enrolment
should be feasible given the “interest and push” the Modi government now
seems to be displaying, along with its focus on monitoring and effective
implementation. “Aadhaar enrolment and DBT rollout had all slowed down
with the UPA regime having lost interest in the project. But the new Prime
Minister has emphasised fast-tracking it. (The Indian Express).

Economy

GST rollout could take till start of FY17: The proposed Goods and
Services Tax (GST) might be introduced only from 2016-17, even as the Centre
has agreed to sort out states' concerns over compensation for a cut in Central
Sales Tax (CST), a long-pending issue obstructing progress in indirect tax
reforms. "The agreement resolves a major hurdle but does not mean GST will
come into effect from this October or November. It will take time," said
Prashant Deshpande, partner, Deloitte India. At a meeting with state
counterparts last week, Union Finance Minister Arun Jaitley had said, "Fixing
the compensation issue is critical to roll out GST." CST, a tax on inter-state
movement of goods, was cut from four per cent to two per cent, in phases. In
late 2012, states had reached an understanding with the Centre for full
compensation for 2010-11, 75 per cent for 2011-12 and 50 per cent for 2012-13.
This would require the Centre to shell out Rs 34,000 crore. However, in Budget
2013-14, then finance minister P Chidambaram provided only Rs 9,000 crore, of
which only Rs 1,900 crore was released. States complained they hadn't been
given compensation since 2011-12. CST is one of the problems in the way of
GST. Issues concerning the Constitution Amendment Bill, an enabling provision
to allow the Centre to tax goods beyond manufacturing and states to impose
services tax, are also taking time to resolve. "I think introduction of GST might
come from April 2016. It is unlikely from next year," said Pratik Jain, partner,
indirect tax, KPMG in India. (Business Standard).




Planning

» Oil Ministry expects clarity on gas price this week: The Ministry for

Petroleum & Natural Gas is looking for a middle path to end the uncertainty on the
new price for domestically-produced gas. “Some clarity should emerge in a day or
so on the formula to derive a price which is acceptable to all stakeholders —
consumers as well as producers,” a senior Government official said. “Today the
situation is that of being caught between the devil and the deep sea. It is not easy for
the Government to completely dismiss the formula suggest by the C Rangarajan
panel if it does not have in place another mechanism,” said another official privy to
the developments. “The Rangarajan formula with some changes is a possibility,” he
said. The formula, if implemented, will almost double the gas price from the current
$4.2/unit (gas is measured in million British thermal units). Meanwhile, the
Ministry has informed the producers to continue selling gas at the prevailing rates
till any further decision is taken. The Petroleum & Natural Gas Minister,
Dharmendra Pradhan, told BusinessLine that the method adopted by the previous
regime is not the way a policy is framed. On the Rangarajan formula, he said, “It
takes into account Japan’s consumption, EU’s balance sheet and the Henry Hub
price, when the gas is in the country.” According to an official in the Ministry, the
problem emerges from the use of words ‘arm’s length’ and ‘valuation of price’ in the
production sharing contract (PSC). Besides, deferment of the decision by three
months has led to even those who are not directly connected with the subject giving
their two bit advice on the issue, the official added. (Business Line).

Editorial

Back to Dinesh Trivedi: Given how the BJP was quick to roll back the R700
crore hike in suburban railway fares in Mumbai due to elections in the state,
there is no certainty railway minister DV Sadananda Gowda will be able to
present a reformist budget later this week. Even so, it has to be recognised that,
desirable as railway passenger fare hikes are since the organisation lost R26,000
crore on this in FY14, there is only so much that can be achieved from this. Last
month’s fare hike, which unfortunately included the already over-burdened
freight segment, will fetch the Railways around R9,000 crore as compared to its
needs of at least R14 lakh crore, of which around R1 lakh crore is required
immediately since, as the Kakodkar report brought out, both large sections of the
tracks and coaches need replacing. In such a situation, the Railways need a
brand new play. A play that Dinesh Trivedi first introduced in his speech in
March 2012, and which PM Narendra Modi reiterated in his speech while
inaugurating the Katra-Udhampur rail link at Katra railway station last week.
Trivedi, and the PM asked why railway stations couldn’t look like airports, with
hotels, shopping malls and commercial complexes built around them. Indeed,
since most railway stations in India are in the centre of town, the commercial
value that can be garnered is probably several times more than what an airport
can, given how far it is from the city. (The Financial Express)
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Business Line

Oil Minist
on gas price

'Rangarajan formula’
with some changes a
possibility: official .

RICHAMISHRA
. New Delhi, July 6
The Ministry for Petroleum &
Natural Gas is looking for a mid-
dle path to end the uncertainty
on the new pricé for domestrcal
Iy-produced gas.

“Somie clarity should emerge
in a day or $o on the formula to
derive a- price which is accept-
able to all stakeholders — con-
sumers as well as producers,” a
senior Government official said.

“Today the situation is that of
being caught between the devil
and the deep sea. It is not easy for
the Governiment to completely
dismiss the formula suggest by
thé C Rangarajan panel if it does
not have in place another mech-
anism,” said another official
privy to.the developments.

“The Rangarajan formula with

~ sdid. The formula, if 1mplement—

gasat: ‘the prevailing

some changesisa posslblhty, he

ed, will “almost double the gas

prlce from the current $4. 2/umt .

(gas is rieasured i in‘million’Brit-
ish thermial umts) Meanwhile,
the Ministry has informed the
producers to continue Sellmg

further dec1smn ista

Problem areas
The Petroleum & Natural Gas
Minister, Dharmendra Pradhan,
told BusinessLine that the meth-
od adopted by-the previous re-
gime is not the waya policy is
framed. On the Rangarajan for-
mula, he said, “It takes into ac-

: ’On June 25, \the‘B]P Aot
Government bought some
more time to declde on the

. i%;ﬂ

- 1 o
expects clari
thisweek

courit Japan’s consumption, EU’s
balance shéet and the Henry
Hub pnce, when the gas is in'the
country”

According | toan oﬂicral in the
Ministry, the problem’ emerges
from the use of words ‘arm’s
length’and ‘valuation of price’in
the production sharing contract
(PSC). Besides, deferment of the
decision by three months hasled
to even those who-are not direct-
ly connected with the subject

Datec/o7/22 1y

Page No. 2| 3

giving their two bit advice on the
issue, the official added.
On June 25, the BJP Govein-

“*ment bought some more timeto

decide on the politically sensi-
tive issue of fixing a new price for
domestically-produced gas.

The issue also became conten-
tious as the dispute with private
sector major Reliance Industries
and its partners in the country’s
largest gas fields ‘still remained

unresolved.
s
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very third Indian poor,

says new poverty formula

But pace of poverty eradication quicker in the three years to 2011-12

SAN.IEEB MHI(HERJEE
New Delhi, 6luly

‘ A new panel has found that 29.5 per cent

Ig;)dia s population was poor in 2011-12
iinst just 21.9 per cent estimated under
e previous methodology which had
wn sharp criticism from various quar-

pters.In absolute terms, 363 million people

te below the poverty line that year,
hlgher by about 93 million over 269.8 mil-
' lion estimated earlier.

However, the poverty rate — the num-

““ber of poor as a proportion of the popu-

lation — came down swifter in the new
estimates prepared by the panel headed
by, former Prime Minister’s Economic
Adwsory Council chairman C Rangarajan
than calculated earlier on the Suresh
Tendulkar methodology.

The Rangarajan panel recently sub-
mitted its report to the government.

A greater number of people were clas-
sified under poverty in 2011-12 as the

' Rangarajan committee raised the poverty

linecompared tothatfixed earlier, officials
said. The Rangarajan panel says anyone
spending up to¥47 aday in urban areasand
¥32 in villages would be considered poor as
0f2011-12. The Suresh Tendulkar method-

. ology had pegged these levels at 333 in

urban areas and 27 in villages. By either
method, poverty was reduced during 2009-
1010201112 (the first three years of the sec-
ond UPA government).

For 2009-10, the Suresh Tendulkar

nmethodology had pegged the poverty line

at¥2invillages and 29 in urban areas.
These were raised to T27 and 340, respec-
tively, by the Rangarajan committee.

LINE IN THE SAND

People below, poverty ling
as %,of populauon o

ge pmn "

by

Source: Rangarajan.committee report

As many as 91.6 million people were
lifted out of poverty, according to the
Rangarajan panel report, during the peti-
od as there were 454.6 million poor in
2009-10. The estimation based on the
Suresh Tendulkar methodology had ear-
lier shown that 84.9 million people came
out of poverty since the number of poor
stood at 354.7 million in 2009-10. The
poverty rate fell by 8.7 percentage points
in this period under the Rangarajan for-
mula against a 79 percentage point fail
under the Tendulkar methodology.

This was also the point made by the
previous regime — that whichever
methodology one looked at, poverty was
reduced during its rule — highlighting that
its welfare schemes such as NREGS
worked. However, officials did not give
compatative figures to assess if the povet-
ty rate declined faster under the UPA or
the earlier NDA regime. The pattern is the
same for rural and urban India, but the
Rangarajan panel shows poverty was
much underestimated in urban areas
previously. ’
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PPP Model

Gowda is also
s1st from popu i

' LOOKING'AHEAD .

| KR BALASUBRAMANVAM
BANGALORE .

R

| exter

lway (I}nlnlster DV Sada-_, . T
) ( easurestotap will: se
1 souteés of fanding to, 'nger comfort with"new ongolng .
' strengtheri‘the railway infras- - ‘and proved amemtles " - projects,and
trueture with technology adop- There are ple ty of funds giveapushto
modernisation in the available . W "seléctones
udget on Tuesday. {
ilway minister-is
go slow on new
y ‘tap foreign and
pr1vate investments by intro- -
ducing the pubhc-prlvate part-
nerships (PPP) congcept in rail*
waysi'as its fipances are in: 1t
shambles, government sources .sources in
told ET: K said.
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India has 100 Million More

Poor: Rangarajan Committee

YOGIMA SETHSHARMA
NEW DELHI

he number of India’s poor

I may rise by 100 million if

the recommendations of

the C Rangarajan committee on

~ poverty, which comes just ahead

= of the maiden budget of the Na-

rendra Modi government, are ac-
cepted by the government.

The Rangarajan committee,
which has retained consumption
expenditure as the basis for deter-
mining poverty, has pegged the to-
talnumber of poor in the countryat
363 million or 29.6% of the popula-
tionagainst 269.8 million(21.9% )by
the Suresh Tendulkar committee,
as per the presentation made by
Rangarajan to planning minister
RaoInderjit Singh last week.

The previous UPA government
had set up a technical expert
group under Rangarajan in 2012
after all-round criticism that the
poverty line had been pegged
much lower than it should have
been by the Tendulkar committee
amidst demands to revisit the
methodology. Rangarajan head-
ed the Prime Minister’s Econom-
ic Advisory Council at the time.

However, the committee hasn’t
detailed the methodology used to
arrive at the new numbers in its
nine-page presentation made to
theminister.

The poverty lineis significantas
social sector programmes are di-
rected towards those below it and
will be something that wilifactor
into finance minister Arun Jait-
Iey’s budget-making exercise.
The budget will be announced on
July 10.

The Rangarajan committee
raised the daily per capita expen-
\(sliture 32fromz27for the rural

‘Another Count

Number of
poor will rise

. Substantially-in
20M-12 under the
“'new ryle:

CURRENT SURESH TENDULKAR IR B T T
METHODOLOGY E METHODOLOGY
Povertyline oL Xl Povertyline  Total no. of poor
816 |269.8 E7FEKIX
amonth per million forrurats | Million
personfor rural, | (21.9% of 21,407 for ‘@6
%1,000 for urban | population) urban India k

many of the benefits of social
sector schemgsr

WHAT WILL NEW LINE MEAN

Poverty More people
lineisused ° wobld be
for various ! entitled to

entitlements | BPL benefits

poor and toz47 from 233 for the ur-
ban poor, thus raising the poverty
line based on the average month-
ly per capita experiditure to ¥972
inrural India and #1,407 in urban
India. The earlier methodology,
devised by Tendulkar, had de-

Poverty fine is too.fow, depriving

a8V
' (29.6% of
population)

“

o [<]
Criticism
This has
raised
absolute
poverty in
the country
by nearly
100 million

| This will
; burden

| «Butwillbring
; more deserving
i government : people under

| finances... l social schemes

fined the poverty line at 816 and
21,000, respectively, based on the
National Sample Survey Office
(NSSO)datafor2011-12.

Thus, for a family of five, the all-
India poverty line in terms of
consumption expenditure, as per

the Rangarajan committee,
would amount to 4,760 per
month in rural areas and 27,035
per month in urban areas. The
Tendulkar committee  had
pegged this at 74,080 and £5,000.

As per the Rangarajan commit-
tee, the percentage of people be-
lowthepovertylinein2011-12was
30.95in rural areas and 26.4 in ur-
ban areas as compared to 25.7and
13.7, according to the Tendulkar
methodology. The respective ra-
tios for the rural and urban areas
were41.8% and 25.7%), respective-
1y, and 37.2% for the country as a
whole in 2004-05. It was 50.1% in
rural areas, 31.8% inurban areas
and 45.3% for the country as a
whole in 1993-94.

Experts said the difference
could be explained by variations
in assumptions, such as in-
creased expenditure on health
and education or following the
system of developed countries
where the poverty line is defined
asafractionof theaverageexpen-
diture level or purely going by
normative expenditure, thus ig-
noring actual expenditure on
health and education.

Lowering the poverty line could
cut out those who need assist-
ance. But reducing the number of
poor means governments can
claim success for welfare pro-
grammes.

The Planning Commission had
last year released poverty figures
based on the Tendulkar metho-
dology, which had claimed a re-
duction of 137 million persons
over a seven-year period. In 2011-
12, India had 270 million persons

. below the Tendulkar-stipulated

poverty line as compared to 107,
millioh in 2004-05, the commjs
sion had said. \
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Govt asks ONGC, |
0IL to explain |
declinginoil and -
gas production -

. Anupama Airy
® anupama.airy@hindustantimes.com .

NEW DELHI: Petroleum minister |
Dharmendra Pradhan is seen
to be talking tough with leading
| oil and gas producing public sec- -
i tor undertakings (PSUs) includ- e
i ing Oil and Natural Gas Corp o
| (ONGC)and Oil India Ltd (OIL). b
For the first time, ONGC and : .
OIL, among others have been
asked to explain the reasons
behind drop in its oil and gas pro-
duction over the past few years,
especially when their private sec-
tor counterparts such as Reliance
Industries Ltd and Cairn India
have succeeded in making sig-
nificant discoveries.
“We are ready to help them
through policies but they will
have to perform and increase oil
and gas production... If Reliance
could get latest technologies
and produce from NELP (New
Exploration Licensing Policy)
blocks, why can’t ONGC and OIL
dothat,” Pradhan told HT, adding
it’s shocking that while ONGC
has bagged many blocks from
where they have not been able to
produce more oil and gas even as
some private players could do so.
The minister said he is regu-
larly meeting the managements L ]
of oil companies and also met
the top brass of ONGC and OIL
on Saturday, in a second review
undertaken within a month of
the new government taking over.
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Medical devices may get cheaper as
govt plans to extend price control

: Himani Chandna Gurtoo
m himani.chandna@hindustantimes.com

| MEW DELHI: Stents, valves and

; catheters, among others, may

| get cheaper by at least 10-15% as

: the government islikely to extend

i price control over medical devic-
es, the category that is currently
not part of the National List of
Essential Medicines (NLEM).

' The National Pharmaceutical
Pricing Authority (NPPA), the
body which has the power to
fix, revise and regulate prices
of drugs in India, is ready to
place the proposal on medical

ﬁ‘fiices before the health minis-

! snewly-formed NLEM panel.

“Life-saving medical devices
such as stents, valves, and cath-
eters are as essential as the other
drugs in NLEM. This indicates
that a set of life-saving devices

should also go under price control -

by becoming part of the revised
NLEM list,” Injeti Srinivas;
chairman, NPPA, told HT.

Devices in some categories, if
they come under the price con-
trol mechanism of the NPPA,
would see afall of even 60t080%,
according tothe industry experts.

The government recently said
that a number of drugs would
be brought under the ambit of
NLEM, which would resultin a
fall in their prices.

According to the Advanced
Medical Technology Association,
an industry association for:
medical device makers, only
two decives — infrauterine con-
traceptive devices and condoms
—arelisted under NLEM. There
are over 14,000 types of medi-
cal devices according to global
nomenclature. But, in India, only
14 devices and eight additional
products including cardiac stents,
cannulae, orthopedic implants
are regulated by the Drugs
Controller General of India, and
are treated as drugs, but are not
part of NLEM, which controls
prices as per the drug pricing
control order (DPCO), 2013. P

“India to become third-largest econommy by 2030

‘ Press Trust of India

n fetiers@hindustantimes.com

LONDON: India is set to
' become the third-largest
_economy in the world by
2030, according to a latest
report by global audit firm
PricewaterhouseCoopers
@®wC).
The London-headquar—
tered accountancy giant said
i the rapid rise of the Indian
economy with its young
workforce would push it up
from being the 10th-largest
economy in 2013 to the third

CHINA, THE WORLD'S
SECOND-LARGEST
ECONOMY, IS
EXPECTED TO CLOSE
THE GAP WITH THE

largest by 2030, pushing the
UK back into the sixth place.
“In the long run, other
emerging markets may over-
take the UK, but only India
1ooks set to do so before 2030

according to our latest projec-

tions,” according to PwC’s
latest economic outlook.
China, the world’s second-
largest economy, is expected
to close the gap with America
by 2030, while Mexico is pre-

China has ranked above
Japan for a decade as the
world’s second-biggest econ-
omy. By some calculations
Brazil leapfrogged the UK in
2012, with Russia and India

dicted to be the 10th largest close behind.
by 2030, above Canada and Only India will move
Italy, both G7 nations. ahead of the UK by 2030,
Only a couple of years though it will be sharinga -
ago there were forecasts that projected GDP of $6.1 trillion
Britain would rapidly become  among more than 1.5 billion
a second-class economic people, only half as much
powerhouse and would need again as the UK’s predicted
to defer to the BRIC countries  an output of $4 trillion, pro-
— Brazil, Russia, India and duced by a population less
China — in the near future. than 20th the size. 7
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A Asks states to pay banks in cash; waivers may turmn non-starter

RBI to AP Telangana: No
debt to write off farm loans

GEORGE MATHEW
MUMBALJ, JULY 6

HE Reserve Bank
of India has made it
almost impossible
‘ for state govern-
ments like the new Andhra
Pradesh and Telengana to of-
fer farm loan waivers. The
central bank has told them
they will have to reimburse
banks in cash if they wish to
waive loans for any segment.

RBI Governor Raghu-
ram Rajan is learnt to have
informed the Telugu Desam
Party-led government of
Andhra Pradesh and the
Telangana Rashtriya Samiti-
led government of Telan-
gana that the reimburse-
ment to banks by the state
treasury cannot be through
issue of bonds which will be
redeemed in future.

A top level source in RBI
said, “The state governments
will have to pay direct cash to
bankson behaif of the farmers
asloanrepayment. Thereisno
question of the central bank
favouring a bond issue by the
state governments to banks as
part ofloanwaiver.”

While this has been con-
veyed to the states which have
approached the RBI recently,
the banks have not been offi-
cially informed about the
schemesofar.

The tough stand by the
RBI could make the pro-
posed loan waiver schemes

non-starter. Andhra Pradesh
Chief Minister N Chan-
drababu Naidu had pro-
posed it instead of direct
cash payment as his govern-
ment is running a revenue
deficit and sois not in a posi-
tion to make a cash payment.

Total farm loans in the un-
divided state is about Rs 1.37
lakh crore with the successor
Andhra Pradesh accounting
for around Rs 87,000 crore of it.

In 2008, the UPA govern-
ment came out with the Agri-
cultural Debt Waiver and
Debt Relief Scheme, under
which Rs 71,000 crore of
farm loans were written off.
The Central government
compensated the banks over
a period of three years by is-
suing bonds.

The RBI has written to
the two states pointing out
that a blanket loan waiver
benefits only defaulters and

maintained that a waiver
should instead be targeted at
those who are economically
distressed for reasons be-
yond their control.

The RBI letter spoke
about the spoiling of credit
recovery culture and impair-
ing of the “financial sound-
ness” of banks.

The RBIis worried about
a loan waiver on several
counts. One, it will impact the
repayment cultyre in the sys-
tem. Andhra Pradesh farm-
ers have already started de-
faulting on their loans after
the announcement on loan
waiver by the current ruling
party — TDP — in the state
before the elections.

Secondly, the RBI fears
that similar demandswill come
other states—especially states
which are going into polls.

Thirdly, gross NPAs of
banks have already hit the 4.4

‘DEFAULTERS GAIN'

WTheRB! haswrittentothetwo |
states that a blanket loan waiver !
benefits only defaulters '
J
|
i

W The central bankis worried that |
the scheme may encourage de-
faults in the two states and would
alse encourage other states to
launch such schemes before polls
WTheRBlis setto runamassive
bonds programme forthe Centre
and states and loan bonds for
such schemes would massively
push down bond prices

W Thegross NPAs of the banking
system stand at 4.4% of total loans

per cent mark. The RBIis also
worried that it will run a mas-
sive bonds programme from
the Centre and states this year
and any addition like loan
waiver bonds will make bond
prices slip massively.

Many bankers have openly
come out against the loan
waiver scheme. State Bank of
India chairman Arundhati
Bhattacharya recently spoke
against such a scheme, saying
that “stress in our agri portfolio
in Q1 will not be so much be-
cause of the monsoon deficit
as that does not translate into
stress so quickly, but definitely
on account of the proposed
debtwaiver, yes”.

Another top banker said
the loan waiver scheme will not
work out without the support
of the Central government. “Tf
the Central government steps
in, then PSU banks will have
tofallinline.” /
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Superre gulator may be réalitk

PHESS THI]SI 0F INVIA
NewDelh1 6Ju1y o

In w1de -ranging changesto
‘the way financial sector

| functions and is regulated

lay out aroad map for imple-

mentation of certain rec-

| ommendations made by a
i high-level panel FSLRC,

including for the creation of
.aUnified Financial Agency
However, many provi-
sions suggested by the Finan-

cial Sector Legislative-

Reforms Commission may

be watered down, including -
for the mattérs where -

appeals can be filed with the
unified Financial Sector
‘Appellate Tribunal (FSAT)
toavoid any abuse of thenew
law, according to sources.
The FSLRC, chaired by
Justiee BN Srikrishna, was

the government. may soon

commlssmned by the pre-
vious UPA government and
has recommgyidéd “a,uni-

road map on FSLRC soon

durlng the forthcomlng
UnioriBudget presen tation
this week, a senior govern-

fied regulatetfor the finan- . -ment off1c1al said.

cial. sector"" while creating

.another layer of oversight
.In the form of FSAT.
A number of - financial

sector regulators, includ-
ing the RBl and the Sebi; have
opposed various sugges
tions, but sources said that
the govern‘m'ent may go

, ahead with many key pro-

visions suggested by the
FSLRC in due course after
necessary.changes.

- While ‘the final imple-
mentation of various leg-
islative changes suggested
by the FSLRC may take time.
as the new government is
still studying the wider ram-
ifications, it can show “some

kind of commitment”

towards the panel's j‘;'epor.t

" “The government will

come out with somethingon
FSLRC during the Budget.
The government will show.

- some kind of commitment

" onthis,” he said.

“One aspeet\ls whether
to combme variousregula-
tors into one common reg-
ulator to be called Unified
Financial Authority (UFA),
and it is likely that this
would happen..But,. that
will require changing so
many laws. Itis unlikely that-
a Bill will be introduced in
the Budget session for this.
If they want todo it, they can
do it in'the winter session.
But they will show their
commitment that they want
to do this,” he added.



