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1. Panel’s principle accepted, says C Rangarajan 

Business Standard: 20.10.2014 

As against the C Rangarajan panel's recommendation, made public early last year, to 

double the price of natural gas, the Union government has decided on a lesser rise 

 

As against the C Rangarajan panel's recommendation, made public early last year, to double the 

price of natural gas, the Union government has decided on a lesser rise. 

 

However, says Rangarajan, who was head of the then prime minister's economic advisory council, 

it appears the principle behind his panel's suggestion has been accepted. 

 

Rangarajan, chairman of the Madras School of Economics and former governor of the Reserve 

Bank of India, was speaking to reporters on the sidelines of the 1st Annual Chennai Lecture Series 

organised by the Rotary Club of Chennai Carnatic. He said: "Basically, they have accepted the 

principle underlying our formula, namely the boarder price should be taken as an approximation 

for the competitive price. Apparently, they have taken other prices also into account than what we 

have suggested. I have not seen the details on the basis on which the government has (decided)…It 

appears that they have provided some additional incentives for exploration in deep sea areas. That 

will mean an extra to explorers beside the price. Therefore, it all depends upon whether it is 

attractive enough for explorers." On the decision to exclude Japanese prices from the formula, he 

said it had very little weight even in the committee's formula. 

 

The government had added some other data, such as from Russian and Canadian hubs, he said. 

 

According to an announcement by the Centre on Saturday, the Cabinet Committee on Economic 

Affairs, chaired by Prime Minister Shri Narendra Modi, approved a new domestic gas pricing 

policy, with the upward revision about 75 per cent less as compared to that arrived at by using the 

Rangarajan formula. 

 

Around 80 per cent of the additional revenue due to the revision will go to government companies 

and the government will get additional revenue of around Rs 3,800 crore annually with higher 

royalty, higher profit on petroleum and higher taxes. For all discoveries after this decision, in Ultra 

Deep Water Areas, Deep Water Areas and High Pressure-High Temperature areas, a premium 

would be given on the price, on a prescribed procedure. 

http://www.business-standard.com/search?type=news&q=C+Rangarajan


 

Answering the audience after delivering a lecture on 'The Indian economy - past, present and 

future', he said one also needed to look at what weight the government gives to imported gas while 

determining the formula. The new $5.6 a unit is still much lower than what we pay for imported 

gas,hesaid. 

 

On diesel price deregulation, he said it had come at the right time, accompanied by a reduction in 

the price. He added that the subsidies on cooking gas should also be brought down. 

 

'Toughdecisionsneeded' 
 

Delivering the lecture, he said the target of containing the central government's fiscal deficit to 4.1 

per cent of gross domestic product (GDP) this year will mean several policy decisions which might 

not be popular. The subsidy regime, for instance, needs reform in three directions. First, there has 

to be a fix on the total amount as a proportion of GDP. Second, these need to be targeted, only 

directed to vulnerable groups. Third, there has to be a rethink on the appropriate delivery system. 

 

With export increasing and the increase in import having been contained, the trade deficit seems 

likely to come down from $77 billion in 2013-14 to $70 billion in 2014-15. However, the current 

account deficit might remain at last year's level, he said. A fiscal deficit of 2.5 per cent of GDP 

will require capital flows annually of the order of $40-60 billion in the next few years, which might 

be around five per cent of the capital flows to emerging markets. The level can be expected to 

materialise and requires policy action such as taming inflation to ensure export competitiveness, 

fiscal consolidation, proper pricing policies and decision to help raise the domestic production of 

coal. 

 

Priorities 
 

He said two sectors posing a major challenge are the farm economy and the power sector. A decline 

in agricultural production can cause serious distortions in the economy and it is imperative the 

country should aim at GDP originating from agriculture and allied activities growing at four per 

cent yearly. And, aggressive capacity creation is required in power. 

 

Good government is at the very heart of economic growth and poverty reduction, he added. He 

said the country must learn to walk on the two legs of growth and social development. If India 

grows at eight to nine per cent annually, per capita GDP should rise from the current $1,600 to 

$8,000-10,000 by 2025. Growth is the answer to many of the socio-economic problems, he added. 

  

http://www.business-standard.com/search?type=news&q=Diesel+Price
http://www.business-standard.com/search?type=news&q=Gdp
http://www.business-standard.com/search?type=news&q=Gdp


2. FinMin’s new A-team 

A K Bhattacharya, Business Standard: 20.10.2014 

A new team is in place in the finance ministry. Can it help Arun Jaitley produce a sterling Budget next February? 

Finance Minister Arun Jaitley’s second Budget, to be presented next February for 2015-16, will now have the benefit 

of a virtually new team. Rajiv Mehrishi has replaced Arvind Mayaram as the new secretary in charge of the 

economic affairs department. And Arvind Subramanian, till recently a columnist with Business Standard and a 

senior fellow with the Washington D C-based Peterson Institute for International Economics, has taken charge as 

the chief economic advisor — a post that had been vacant for well over a year since Raghuram Rajan left that job to 

become the governor of the Reserve Bank of India in early September of 2013. 

 Jaitley’s first Budget, presented on July 10, was prepared in a hurry. He did not have the benefit of a chief economic 

advisor and his team in the finance ministry was largely what he had inherited from his predecessor. That Jaitley 

showed no undue haste in putting in place his own new team even before the first Budget was a sign of his maturity 

as a politician and a minister. He had little time to shuffle his team because he had to present his first Budget in less 

than seven weeks of the formation of the Narendra Modi government on May 26. 

 In this, he has the company of Manmohan Singh who, as finance minister in 1991, showed exemplary poise and 

patience in putting together his own famous team led by Montek Singh Ahluwalia. Indeed, the July 1991 Budget 

was prepared by a team that had Sriranga Purushottam Shukla as finance secretary and Deepak Nayyar as the chief 

economic advisor. Both of them were part of the predecessor government led by Chandra Shekhar. And both had 

to leave within months of Singh’s first Budget. His second Budget in February 1992 was prepared with the help of 

Ahluwalia as economic affairs secretary and Ashok Desai as chief consultant (a contractual post created in lieu of a 

chief economic advisor). Doesn’t it look somewhat similar to what Jaitley has planned for his team for the next 

Budget? 

 Yet, there are quite a few dissimilarities and it is difficult to ignore them. Mayaram is no Shukla. Mehrishi cannot 

be compared with Ahluwalia and Subramanian is quite unlike Desai. Until a day or two before his sudden shift to 

the tourism ministry (Shukla had been sent to Inter-State Council as its secretary), Mayaram looked supremely 

confident in his role as finance secretary — preparing for the goods and services tax regime, grappling with the G20 

issues and looking at the fresh contours of a new fiscal consolidation programme. The shift was sudden, quite unlike 

Shukla’s departure from North Block, which had been anticipated for some months even before Singh’'s first 

Budget. 

 Similarly, Mehrishi has done exceedingly well in steering the Rajasthan government’s reforms agenda particularly 

in the area of labour legislation, but nobody will say he has the same grasp of Budget issues at the Centre as 

Ahluwalia had. There is another crucial difference between the two. When he became the economic affairs secretary 

in late 1991, Ahluwalia was 48 with a vast experience — having worked with the World Bank and in different key 

economic ministries at the Centre, including the Prime Minister’s Office. In contrast, Mehrishi is just 10 months 

away from retirement, though like Ahluwalia he enjoys a good equation with his finance minister, after having 

worked with him in the company affairs department in the previous government headed by Atal Bihari Vajpayee. 



 For Subramanian, this will be his first exposure to working in the complex government set-up that the Indian steel 

frame (the famed civil service) has created over the years. Desai negotiated that web of bureaucracy with some 

success because he had a friend and long acquaintance in Singh as his finance minister. Subramanian cannot claim 

that advantage. A lot of meanings, perhaps unnecessary, are being attributed to the long delay that took place in the 

proposal of his candidature and its eventual clearance. 

 In short, a new team in the finance ministry is in place. But only time will tell whether it can help Jaitley produce a 

sterling Budget next February and make amends for the disappointment of his first Budget. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3. A five-year baseline scenario 

Subir Gokarn, Business Standard: 20.10.2014 

The International Monetary Fund's projections suggest macroeconomic stability but little upside to growth 

At the annual meetings of the World Bank and the International Monetary Fund (IMF) earlier this month, headlines 

were grabbed by the rather pessimistic outlook for the global economy in the near future. This was the basis for a 

strong recommendation that economies in the region most at risk, Europe, should consider reversing the rather severe 

fiscal contraction that they have been pursuing over the past few years and increase public expenditure, particular on 

infrastructure. This is an issue that I've explored in a number of previous columns, so in this one, I want to go behind 

the headline issues and look into some numbers that the IMF's World Economic Outlook (WEO) presents on the 

Indian economy. 

 The WEO makes five-year projections of key macroeconomic indicators for over 180 countries. In an interlinked 

global model of this kind, each country's specific conditions and context are clearly somewhat in the background. 

The exercise is most useful as a baseline, business-as-usual projection, assuming no dramatic game-changing 

developments, either positive or negative. The WEO's five-year scenario for India is the subject of this article. 

 First, looking at the growth trajectory (the IMF forecasts gross domestic product, or GDP, at market prices for the 

calendar year), growth in 2014 is expected to accelerate a bit from the five per cent clocked in 2013 to 5.6 per cent. 

2015 will see a further acceleration to 6.4 per cent, but after that, growth plateaus out in the 6.5-6.7 per cent range 

until 2019. In effect, the projection says that while the Indian economy will see a recovery over the next five years, 

the upside is somewhat limited. 

Second, the consumer price inflation projections provide some comfort, but not a whole lot. After highs of 10.2 per 

cent in 2012 and 9.5 per cent in 2013, there is a steady decline. The projection for 2014 is 7.8 per cent. It declines 

from 7.4 per cent in 2015 to six per cent in 2019. This pattern suggests that the growth recovery will not be strong 

enough to trigger significant demand-side pressures, which would push the inflation numbers up again. It also 

implies that the room for monetary stimulus remains quite limited over this horizon. 

Third, the projections for the investment-GDP ratio indicate that this very important driver of growth will stabilise at 

a reasonable level. It declined sharply from 34.8 per cent in 2012 to 31.4 per cent in 2013. However, with a slight 

recovery to 32.2 per cent in 2014, it continues to climb to 33.1 per cent in 2017 and remains at that level until 2019. 

It certainly is reassuring that investment remains in a range that should be able to support growth in the six-seven per 

cent range. 

However, the devil is in the composition. Going by the experience of the past few years, the same investment ratio 

can co-exist with a wide range of growth outcomes. To maximise the productivity of investment, it has to be 

balanced across critical sectors so that no bottleneck emerges. The message from the annual meetings is something 

that Indian policymakers need to take to heart; they have to find ways to put large amounts of money into 

infrastructure and, in the current context, I do not believe that there is a viable alternative to public spending on this. 



 Fourth, the projections for net government borrowing as a percentage of GDP (not quite the same as the fiscal deficit 

as we define it) also suggest that fiscal consolidation is an achievable objective. This variable was estimated to be 3.1 

per cent in 2012 and 2.6 per cent in 2013. It is expected to remain at that level in 2014 and decline steadily to 2.1 per 

cent by 2019. There are a number of positive implications of this. 

From a foreign-investment perspective, this baseline removes the risk of a sovereign rating downgrade from the 

equation. Domestically, declining government borrowing is tantamount to monetary easing, as it softens the longer 

end of the yield curve, which will support the growth recovery. But the caveat about the composition of public 

expenditure is valid here as well. We need fiscal consolidation, but we also need more spending on 

infrastructure,which means the "how" of consolidation is as important as the "how much". 

 Finally, the current-account deficit as a ratio to GDP strongly reinforces the overall picture of macroeconomic 

stability that emerges from the baseline. From the high of 4.7 per cent seen in 2012, it dropped sharply to 1.7 per cent 

in 2013. It is expected to increase somewhat over the next five years, but move within the range of 2.1 to 2.6 per 

cent, something that should create no significant vulnerability to external shocks. In this range, capital inflows should 

easily cover the deficit and the rupee should remain quite stable. 

 I draw three implications from this baseline scenario. First, notwithstanding the IMF's rather negative view of global 

prospects, India is seen to be entering a phase of relative stability, with all the indicators showing an improvement 

compared to the past couple of years. More importantly, these improvements are not expected to be short-lived. 

These projections broadly reflect both the space that the government has to achieve a reasonable set of 

macroeconomic outcomes and its ability to use that space effectively. 

Second, it must be emphasised that the macroeconomic stability that is being projected does not match aspirations 

of economic performance. Stability can, of course, be consistent with a range of outcomes; the growth and inflation 

outcomes in this baseline scenario are not particularly attractive. Growth between six and seven per cent over a five-

year period will leave the country far short of meeting legitimate employment and quality of life aspirations. 

Structural, game-changing reforms are critical; what the projections suggest is that there is a significant buffer being 

provided by the macroeconomic situation for a government that takes on the challenge. 

 Finally, recent developments in the global oil market may actually significantly improve outcomes relative to this 

baseline. If the current price situation persists - and I think there are good reasons to expect that it will - within the 

same fiscal-monetary configuration, all these indicators will look a lot better. There will be even more space available 

and less risk for structural reforms.  

 

  



4. India aims to boost investment in Africa 

The Economic Times: 19.10.2014 

(India's investments in…) 

UNITED NATIONS: India aims to boost investment in industrial, economic and social sectors of Africa as the 54-

nation continent tries to ramp up development to alleviate poverty, the UN General Assembly was told Friday. 

"Scaled-up investments in infrastructure, both economic and social, as well as in productive capacity for industrial 

development are needed," Amit Narang, a Counsellor at India's UN Mission, said. "This is an area of priority for 

India's partnership with Africa as well." 

"Sustained and robust inclusive economic growth is indispensable for eradicating poverty and therefore also a central 

policy objective," he said speaking at the UNGA session on New Partnership for Africa'sDevelopment (NEPAD). 

India attaches high importance to the programme's goal of "broad-based and equitable economic growth that allows 

Africa to reduce poverty and better integrate into the global economy," he added. 

UN Secretary General Ban Ki-moon noted the growing cooperation between and India and Africa in his progress 

report on NEPAD, saying, "Indian investment in Africa has surged, with major investments in information and 

communications technology, energy, engineering, chemicals, pharmaceuticals and automobiles sectors." 

Narang said that India's partnership is aligned with Africa's own development priorities and trade has grown 31 

percent annually between 2005 and 2011 and is now estimated to be over US$ 72 billion. Indian Investment in 

Africa is estimated to be over US$ 35 billion and in the last decade, India has provided more than US$6.7 billion in 

concessional lines of credit for African countries, which is more than two-thirds of the total such credit extended by 

the country, he said. 

A report by the consulting company, KPMG, said, "India has become one of the leading investors in African 

countries, with investments in joint ventures and wholly owned subsidiaries touching the $33 billion mark." The 

investments take in a wide range of sectors including oil and gas, pharmaceuticals, petrochemicals, IT, fertilisers and 

infrastructure," the report, "India Investing in South Africa and Africa," said. 

About the contributions investments make, the report said, "India's investments in agriculture and 

telecommunications may also have more of a direct economic impact on the lives of ordinary Africans, 70 percent 

of whom are engaged in some form of agriculture, and at least 30 percent of whom have access to a mobile phone." 

Indian telecommunications company, Bharti Airtel, is a major player in the area, having acquired the African 

operations of Zain Telecommunications for an estimated US$10.7 billion in 2010. The company says it has 70 

million subscribers in 17 African countries. 

Looking to the future, a report by the World Trade Organisation and Confederation of Indian Industry said India-

Africa trade is projected to reach US$ 90 billion by 2015. 



The report said, "Information, communication and technology (ICT) has been a significant feature of India and 

Africa's trade and capacity building initiatives" with many Indian IT companies, including NIIT Wipro and HCL, 

having entered Africa's IT sector. 

It highlighted the work of India's Pan-African e-Network Project which offers tele-education and telemedicine 

solutions to over 47 African countries. The report said that under the project, India plans to connectivity between 

heads of state in addition to supporting e-governance, e-commerce, infotainment, resource mapping, meteorological 

and other services. 

 

  



5. Getting smart about smart cities 

Vishal Dhupar , The Financial Express: 20.10.2014 

SummaryPrime Minister Narendra Modi’s vision for smart cities has finally begun to take shape... 

Building a smart cityNo tie up with NCP: Prakash JavadekarNarendra Modi's BJP surges in Maharashtra, Haryana 

as election results pour in, booster for economic reformsBJP's Amit Shah ignores erstwhile ally Shiv Sena, hints at 

tie-up with Sharad Pawar-led NCP 

 Prime Minister Narendra Modi’s vision for smart cities has finally begun to take shape with the ministry of urban 

development identifying new and existing locations that will soon be remodeled ‘smart’. Smart cities can be defined 

as urban areas which have intelligent physical, social and economic infrastructure in place. The infrastructure of such 

a city should be equipped with systems aimed at better management of energy resources, water, transport and traffic, 

safety and security.  

With R7,060 crore allocated in the budget, the smart cities initiative has garnered the maximum attention from the 

IT sector as this project will rely heavily on ICT. In fact, IDC expects a minimum of R2,000 crore flowing into the 

technology sector on the back of this initiative.  

Technology is an enabler for all smart cities. From centralised control system which provides real-time inputs on 

availability of water, electricity, healthcare and education to effective management of traffic, weather prediction, 

pollution control and disaster management. What this means is a large volumes of data are sifted through to make 

intelligent, informed, accurate and swifter decisions. And this is where GPUs lend a hand.  

Graphics processing units (GPUs) are built from ground up to handle tasks in parallel and are optimised for compute-

intensive tasks. From oil exploration to cancer research. From Bollywood studios to weather modelling. From 

diamond cutting to helping farmers: GPUs offer superior computing capabilities everywhere. They even help you 

identify the song you just liked on the radio. The popular Shazam application uses a GPU to rapidly search and 

recognise songs from its 27-million track database. Next time you use Shazam, think about the fact that the lightning-

quick computing task took place in a far-off data centre in the cloud—and was brought to you in a matter of seconds!  

Now apply the same power of the GPU in a smart city environment. Take the  

example of disaster recovery and emergency response. When cyclone Hudhud hit Indian coasts—authorities had to 

track the weather conditions to get the correct assessment of the impact on-ground. For this they rely on satellite 

images. However, processing these images could take hours, if not days. GPUs can not only condense the time taken 

but also help in providing a better synopsis of the exact situation. Speed and accuracy can save millions of lives.  

Healthcare: Our government has a daunting task not only to provide basic healthcare to our citizens but also to guard 

ourselves against global pandemics like Ebola. How can technology help here? In 2009, when the deadly H1N1 

influenza outbreak took place, it was infectious and deadly primary due to frequent virus mutations that rendered 

existing anti-influenza drugs ineffective. Then, researchers in the UK and Thailand ran a large number of advanced 

simulations using a small computing cluster equipped with GPUs. This allowed them to observe how a multitude 



of H1N1 mutations could cause changes in the chemical and biological structure and behaviour of a key enzyme of 

the virus. Armed with this information, they were able to determine, for the first time, what made the H1N1 virus 

resistant to existing antiviral drugs.  

Urban planning: As India’s urban areas become ever more densely populated, reducing energy use and mitigating 

air pollution will be critical. As part of the smart initiative, planners have to make cities more sustainable through 

green infrastructure projects, such as parks, alteration of building rooftops and the use of novel paving materials for 

streets and parking lots. However,  

understanding the complex interactions among these projects, the environment and urban microclimates on citywide 

scales is a complicated challenge.  

Globally, scientists are developing large-scale simulations of urban environments using extremely fast and 

inexpensive modeling tools that run on GPUs. This includes an interactive and immersive virtual environment that  

examines the dynamic physical processes associated with energy use and pollutant dispersion in settings ranging 

from neighbourhoods to cities to metropolitan areas. With a better understanding of these relationships, urban 

planners can design future projects and policies that optimise green infrastructures and energy conservation while 

minimising air pollution in urban landscapes.  

In India too, this ability of GPUs has caught the attention of scientists and engineers with premier research and 

educational institutes such as department of space, IITs and top Universities already using them. The next logical 

step is to take the message to the top decision makers in the government, as many of  

India’s governance projects are very amenable to the use of GPUs.  

The writer is managing director, South Asia, Nvidia 

 

 

 

 

 

 

 

 

 



6. Policy Push for Mental Health Care  

By Papaya Bhattacharya, The Indian Express: 19.10.2014 

BANGALORE: Mental disorders are a leading cause for disability burdens. They impose high economic costs and 

affect the quality of life of affected people, shows evidence worldwide. The national health policy does not have a 

comprehensive response system to address mental health problems, according to the first National Mental Health 

Policy of India report announced recently by the Union Ministry of Health and Family Welfare. 

The policy paper suggests integration of mental and general health, inter-sectoral coordination that focuses on illness 

and disability, promotion of human rights, reforms in mental hospitals, response to the needs of vulnerable groups 

such as women, children and  homeless persons with mental illness and support for caregivers and families.   

To address the shortage of mental health nurses, Masters and Diploma courses should be started so that there are 

more para-medical personnel trained in psychiatric or mental health nursing. A clear defined role along with required 

skills should be outlined so that nursing services are used appropriately, the report states.  

The policy paper also notes that auxiliary nursing midwives should be given an opportunity for skill upgradation in 

mental health as this is also perhaps the largest women health workforce in the country. This workforce caters to 

mothers and children, hence their involvement in child and adolescent mental health services will be useful.  

For specialised health services, the report recommends that more jobs be envisaged in the government sector. There 

should be a cadre of specialised mental health service providers in district hospitals.   

While the biomedical approach to understanding mental health problems is important, the report suggests there are 

equally important psycho-social interventions that need to be incorporated into programmes across all disciplines 

that will help alleviate distress in small ways.  

This will help broaden the scope and reach of mental health programmes and thus help bring down stigma and 

position mental health more positively, the report notes. 
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