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March 22, is observed as world water day. It has become a custom to
organize functions and awareness campaigns to highlight the importance of
water in our life. There are 7 billion people to feed on the planet today and
another 2 billion are expected to join by 2050. Take daily requirements as 2
to 4 litres of water per person every day ,we can understand quantity required
to quench the thirst of such a huge population.

Our country being mostly a hot climate zone our requirement and intensity
of this requirement is much more than compared to those living in cool climatic
conditions. With a a huge section of our people forced to live in chronic hunger
water resources are under increased pressure Coping with population growth and
ensuring access to nutritious food to everyone along with safe drinking water
must be a priority area for us. But unfortunately human suffering is being used
to earn profits by corrupt policy planners in this country. We are witnessing an
accelerated effort to use water by greedy few. Privatisation of water as is being
proposed and pursued by the government is nothing but providing another avenue
to the profit hungry Corporate sector to further squeeze the common man.

Another aspect that is quite disturbing is the fact that despite knowing the
importance of water, we never make its judicious use. As a result we experience
shortage of water particularly in summer seasons. It is time people fully understand
the importance of water, and try fo use it sensibly. Along with this we need to
be cautious and thwart the government's ill intentions.

— Surinder Sharma, Panipat

Corruption and crime

Corruption and crime was a rare event in the ancient world. In the ancient
world spiritualism dominated materialism society by and large upheld values and
norms based on religion morality were cherished irrespective of caste, creed or
colour. Crimes were rare or simple. The society exercised control on criminal
activities reducing these to the minimum. With the advent of industrialisation
urbanisation and westernisation, the homogenous traditional society was replaced
by a heterogenous modern society composed of groups of individuals entertaining
conflicting value systems. This resulted in an open society with scant respect
for morality and religion. With the increasing greed, profit and productivity,
materialism became the new faith and spiritualism took the back seat. The
tremendous growth in population added fuel fo the fire that caused socio-
economic imbalance in the present society. The new socio-economic order
opened new channels for growth and development.

The rise to power by underhand, means musle and money power is used to
get elected. Under their patronage, corruption flares up and spreads its tentacles
in all directions and ultimately succeeds in involving all the three wings of the
Government; legislature, judiciary and the executive. Once a decadent democratic
system reaches that level, it provokes civil disobedience, social disorganization
and terrorism of various sorts. — S.N. Rana, Uttrakhand
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Itis Indian Dal and chapatti that have
built this body of mine. | am men-
tally and physically a son of India.

HH Dalai Lama

The spiritual leader

Shoot the poor, give them poison,
if you want to end poverty like this.

Sharad Yadav
JD(U) leader

An ex-Congress CM confessed to
me once on how a mere stern look
by Sonia Gandhi could cause him
nightmares for weeks.

Chetan bhagat

Author

Like overtaking Bradman'’s average
appears almost impossible, Sa-
chin’s century feat too will in all prob-
ability stay forever.

Rahul Dravid

Former Indian Test Player

Cosmetic surgery becomes wrong
when you start thinking that a sur-
geon’s knife can make you look
better than what god gave you.
Priyanka Chopra

Bollywood actress
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Incompetence, not Coalition compulsions culpable

“Government is inherently incompetent, and no matter what task it is assigned, it will do it
in the most expensive and inefficient way possible.”
— (Charley Reese)

Difficult decisions were getting more difficult because of coalition compulsions says Prime Minister
Manmohan Singh. Replying to debate on the Motion of Thanks to the President's Address, he spoke
about the issues like NCTC, UN resolution against Sri Lanka; and cited as an example the Railway Budget
because of which Railway Minister Dinesh Trivedi was forced to quit. He also talked about the difficult
situation in the economic field. It is true that Ever since Congress led UPAII returned to office in 2009,
it looks like a prisoner to "coalition compulsions", the phrase Prime Minister Manmohan Singh and his
colleagues frequently invoke to brush off charges of executive inertia and political arrogance. When,
Finance Minister - Pranab Mukherjee, opened his budget speech by saying that "For the Indian economy,
this was a year of recovery interrupted". Clearly 'Interruptions' that has been a recurring theme of the
UPA government's second term must have been dominating his thought process. Parliament sessions
have been constantly interrupted, functioning of the executive and policymaking has been disrupted by
exposure of newer and larger corruption scandals. Prime Minister has, therefore, accepted the policy
paralysis that has gripped the government even if he has tried in vain to shift responsibility to alliance
partners. But the fact remains that not just the issues he mentioned in his speech, policy-paranoia has
swallowed up the entire system of governance. This Governance insufficiency is well-reported and
overtly admitted by even senior most members in the government.
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The people's perception about this government was in negative territory from the very beginning.
Ministers and the spokespersons of the Congress party have nothing much to speak other than making
more and more hollow promises of intent like will punish the guilty, control the prices, bring back the
black money stashed away in tax heavens, end corruption, so on and so forth. Instead of action on
ground what we see instead is the further deterioration in the performance of even senior Ministers of
the Union Cabinet. It is perhaps for the first time in the history of this country that a Railway Minister
had to quit soon after presenting the rail Budget, that too not because of opposition parties but due to
hostility from his own party. Prime Minister, supposed to be the head of the cabinet system of governance
had no alternative but to accept the alliance partners choice as replacement. On the international level
also, the relations with the neighbouring countries have not been very good in spite of attempts being
made to hold talks and more talks. Mishandling of UN voting against SriLanka has provided much needed
opportunity to our worst adversaries to come closer to the Island nation. This is unquestionably a
worrisome situation for the security of our country. That modernization of armed forces leaves a lot to
be desired, was never a secret. But, the explosive revelation made by the outgoing army chief in both
'bribe bomb' & "letter Bomb" has smashed whatsoever little doubts people had about the preparedness
of our armed forces. Besides adversely affecting the moral of the forces and countrymen alike, the
entire episode has raised serious doubts about the competence & integrity of the people managing the
country including its security.. Conduct of leaders of the Congress Party that is heading this government
is further distressing. Blinded by its lust for power the party is struggling to remain a cohesive unit. The
party did not hesitate in running an election campaign that was not only confrontationist and arrogant
but also divisive and deceitful. Government is being held hostage to achieve the myopic objective of
crowning the Party's "Yuvraj". Wounds inflicted repeatedly on the federal structure of our country and
the manner in which economy is being managed has given rise to a kind of confrontational polity that
we can ill afford. It is also affecting the internal security scene. Much needed laws to tackle terrorism
have been made unnecessarily controversial to suit the sectarian agenda of the ruling party.

It is clear that Congress leadership is inefficient and incompetent. It has not been able to make
itself acceptable to broader sections of the Indian society. It is increasingly becoming dependent on
sectarian and regional aspirations. Worrisome is the fact that this incompetence has been transferred to
governance to the extent that endangers sovereignty and integrity of India. The rot needs to be stemmed
without any further delay.
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Compulsary Licence for Nexavar:

A Laudable and revolutionary Step

i The grant of compulsory license to manufacture and sell the anti- cancer drug Nexavar,
.'. to Natco- an Indian company, at Rs. 8800 against Rs. 2,80,000 of Bayer- a foreign
N MNC-needs to be hailed, stresses Dr. Bhagwati Prakash Sharma

']:‘he first ever compulsory license
g

ranted for the cancer drug
Nexavar to the Indian Pharma
company Natco, which has of-
fered to sell the monthly dose of
the medicine at Rs. 8,800 vis a vis
Rs. 2,80,000 being charged by the
Bayer AG of Germany due to its
monopoly is a welcome move of
the Indian Patent Office. The bold
ruling of P H Kurian, the Patent
Controller of India is the first ever
step of the Indian Patent Office,
ever since the change of law from,
process patent to product patent on
the drug molecules, invented after
January 1, 1995. Indian Patent of-
fice has paved the way for the fu-
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ture course, for the patent adminis-
trators in India and world over, es-
pecially in the developing countties.

The multinational companies
dubbing the decision ‘as disap-
pointing and another blow to in-
novation’, should feel ashamed for
profiteering more than 3300 pet-
cent out of human sufferings. The
Indian generic company Natco
would also invest in the R & D, to
develop the process to synthesise
that drug at its end, and earn prof-
it even at a price just 3% of what
is being charged by the monopoly
manufacturer, the Bayer AG of
Germany and that too after pay-
ing a royalty of 6 % to the Bayer

AG, as ruled by the patent control-
ler. There are a number of other
drugs, which also fall in the cate-
gory of monopoly drugs, even as
per the definition of the Food and
Drugs Administration (FDA) of
the US. Most of which are patent-
ed and exhorbitantly priced. All
these need to be contested for
compulsory licensing,

Some such examples, out of
scores of such monopoly priced
drugs, need a mention here. A sin-
gle 50 mlinjection of Roche’ anti-
cancer drug Herceptin is sold at Rs.
1,35,200, Merck’s Erbitux costs Rs.
87,920, Bristol-Myers-Squibb’s Ix-
empra sells at Rs. 66,460, Pfizer’s
Macugen is being sold at Rs.
45,350, and Sanofi-Aventis’ Fastur-
tec at a price of Rs. 45,000. Most
of these are used against Cancer,
Chronic pain management, Diabe-
tes, Cardio-Vascular disorders and
other Chronic ailments.

There is a point to feel jubi-
lant for the masses, yet, caution is
also needed, and public-health-
groups should be vigilant to join
as intervenet, if the Bayer moves
to the Supreme Court. Otherwise,
if the Bayer would move to the
Supreme Court and get an injunc-
tion, the issue would hang in air for
an indefinite period. One should
not forget that when Novartis,
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which was charging approxi-
mate Rs. 11,00,000 for its anti-
cancer drug ‘Glivec’, obtained
a stay from the Chennei High
Court for more than a year,
against the economically af-
fordable Indian version of its |
basic compound, the Imen-
tinib and 24,000 blood cancer
patients had to suffer for |
months during the period of
stay, obtained on false pre-text
of the molecule being of a
date later than January 1, 1995.
While the molecule was older one
and the court vacated the stay af-
ter the hearing was over.

In this case also, a section of
commentators are advising the
Natco to go for a compromise with
Bayer and not to insist to sell Nex-
avar at such a low price. But, since
the Natco would already be paying
6 % royalty on its sales, as ruled by
the patent office, to the Bayer for
its invention, even at this low price.
This 6 percent is a fair reward for
Bayer’s invention. So, people should
raise strong voice to strong then the
hands of the patent office and the
Indian Pharma company Natco,
with the purpose, that other Indian
companies also come forward to
apply for compulsory licenses to
make the costly monopoly medi-
cines available at affordable prices.

This single decision in the his-
tory of new post-WTO patents
regime has already sent shivers
down the spine of the foreign
Pharma MNCS. Therefore the °
Roche Holding AG’ a swiss phar-
ma MNC has within days of this
decision, bowed down and has an-
nounced to sell cheaper versions
of its two costly anti-cancer drugs
the Herceptin and Mabthra.

The single injection of Her-
ceptin is available at Rs. 1,35,000
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and Mabthra at Rs. 76000. But the
proposed prices for a cheaper ver-
sion of the two, would not be as
low as is being offered by the Nat-
co by virtue of its compulsory li-
cense . Hence, other Indian phar-
ma companies should come for-
ward to make the costly monopo-
ly priced medicines available at af-
fordable prices, including these two.
Moreover, Roche has though an-
nounced to sell these two medicines
at a lower price, by a different
name in India, but that would be
too take i.e by the end 2012 or 2013.
Moreover, such a move by the
other Indian pharma companies
would save costly foreign exchange
for the country, help to improve
country’s balance of trade, enhance
R & D in the pharma sector and
facilitate growth of the Indian phar-
maceuticals sector. This would also
pave the way for the Indian generic
sector to improve its outreach
world-wide, if the Indian players
succeed in getting compulsory li-
censes in other countties as well, as
has happened when the sun phar-
ma of India had got a compulsory
license from the US for the anti-
cancer drug Lipodox, the monop-
oly drug of Johnson & Johnson.
So, the social organisations, gov-
ernment and all political parties
should explicitly support the Natco

and Indian patent office in order
to pave the way for many more
| such compulsory license applica-

sure that the Bayer AG do not
| drag the issue to the Supreme
Court to kill time and compel

v -y
t\q the Natco to agree to compro-

mise with the monopoly firm
Bayer. Moreover, pressure of
public opinion is also necessary
so that issue is not dragged to
the Dispute Settlement Body of
the WTO, some time later.

The US protest over this issue
of compulsory license to the Nat-
co for this life saving drug issued
by the Indian Patent Office on the
ground of public health problem,
is altogether unwarranted. The alle-
gation of the visiting US Commerce
secretary that it would discourage
new investments & dilute the inter-
national patents regime is not sus-
tainable on any count. The Natco
has been asked to pay a royalty of
6% to the Bayer AG is the fair re-
ward for the Bayer AG, the inven-
tor. Profiteering to the extent of
3300% in the name of promoting
research cannot be justified, that too
in case of medicine for deadly dis-
eases like Kidney & liver cancer. The
Minister of Commerce & Industries
of India, the Mr. Anand Sharma has
rightly defended the issuance of the
compulsory license, by the Indian
patent office and the Government
of India should stay firm on this
issue and continue to do so in other
such cases too. The patent office has
strictly complied with agreement on
TRIPS of the WTO. Patent should
be used only as a means for fair re-
wards for the R & D, instead being
allowed to be used as a tool for
monopoly profiteering. aa

(Prof Bhagwati Prakash Sharma is the
National Co-convener of SJM)
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Compulsory Licence on Sorafenib:

A Right Step to Ensure Access to Medicines

In the absence of a credible public sector capability in the pharmaceutical production,
access to affordable medicine in India is completely dependent on the ability and
willingness of the private sector to make use of CL provisions, advocates Gopa Kumar.

The Indian Patent Office (IPO)
made a landmark order on 12
March 2012 to grant compulsory
licence (CL) to produce the gener-
ic version of Bayer’s anti-cancer
medicine Sorafenib. This order of
would allow the introduction of
Sorafenib for Rs 8800 per box that
contains 120 tablets of 100 mg for
a month’s treatment against Bay-
er’s price of Rs 280,000 per box.
However, Natco is not the first
generic company to bring this med-
icine at a lower price. India’s lead-
ing pharmaceutical company Cip-
la introduced the generic version

of this medicine eartlier. However,
Bayer started a patent infringement
suite against Cipla for bringing the
generic version of Sorafenib. The
order of the Patent Office ensures
availability of low cost Sorafenib
even if Bayer wins the patent in-
fringement suit. Further, Natco’s
price lower than Cipals’ price of
Rs. 28.000 per pack.

Facts and the Decision
Sorafenib is an anticancer
drug for the treatment of primary
kidney and advanced primary liv-
er cancer known as hepatocellular
carcinoma (HCC)that cannot be

removed by surgery. Sorafenib can
extend the life of patients in kid-
ney cancer by 4-5 years and in liver
cancer by 6-8 months. Bayer ob-
tained the marketing approval for
Sorafenib in 2005 and launched
worldwide in 2006 under the
brand name Nexavar. Total sales
of Sorafenib in 2009 were USD
934 million. Bayer charges exorbi-
tant price for this lifesaving medi-
cine. Cost of Sorafenib per per-
son per year is approximately Rs.
33, 65, 136 (USD 66812). Due to
exorbitant price National Institute
of clinical Excellence (NICE) re-
fused to Sorafenib for the National
Health System (NHS) usein En-
gland, Wales and Northern Ireland,
citing that the cost of the drug
does not justify the benefit i.e (in-
creasing survival in primary liver
cancer by 6 months. Similarly the
Scottish Medicines Consortium cit-
ing the same reason refused the use
within NHS Scotland. However,
the incremental benefit of the med-
icine is considered as valuable. Bay-
er obtained patent for Sorafenib
on 3™ March 2008 with a patent
no. 215758. Bayer supplied the
medicines in the Indian market by
importing it from its German
manufacturing facility.

Natco Pharma filed the ap-
plication for the issuance of CL

SWADESIRATRIEA



under the Section 84 (1)
of Indian Patents Act
on 29" July 2011 after
the expiry of three years
form the date of grant
of patents. Section 84
(1) of the Patents Act
allows any person inter-
ested to make an appli-
cation after the expira-
tion of three years from
the date of grant of
patent for the grant of
CL on three grounds
viz. (a) that the reason-
able requirements of
the public with respect to the
patented invention have not been
satisfied (b) that the patented in-
vention is not available to the pub-
lic at a reasonably affordable price
(c) that the patented invention is not
worked in the territory of India.
However Section 84(5) (iv) also in-
sists that prior to CL application the
applicant should make efforts to
obtain a license from the patentee
on reasonable terms and conditions.
Six months is provided as a reason-
able time period for such efforts.
Natco initiated the CL process by
seeking a voluntary license through
a letter dated 6™ December 2010
and received a refusal letter form
Bayer on 27" December 2010.
Controller through an order
dated 11™ August 2011 stated that
after “the careful consideration of
the Application I am of the view
that a prima facie case, under Sec-
tion 87(1) of the Patents Act 1970
has been established”. Further the
controller directed Natco to serve
a copy of CL application to Bayer
to initiate CL proceedings. Section
87 (1) of the Patents Act states that
“Where the Controller is satisfied ,
upon consideration of an appli-
cation under Section 84, or Sec-

SADESRATRISA

tion 85, that a prima facie case has
been made out for the making of
an order he shall direct the appli-
cant to serve copies of the ap-
plication upon the patentee and
any other person appearing from
the register to be interested in the
patent in respect of which the
application is made , and shall
publish the application in the
Official Journal.

Bayer attempted to delay the
proceedings by approaching High
Courts in Mumbai and Delhi by
challenging the Patent Controller’s
order dated 11™ August, which
established a prima facie case on
Bayer’s patent. Bayer stated that the
Controller has not given Bayer an
opportunity to present its views
before making the order. The
Mumbai High Court refused to
hear the petition citing the jurisdic-
tion and directed Bayer to ap-
proach the Delhi High Court.

Natco in its CL application
stated that Bayer is supplying the
medicine through imports and
failed to take adequate steps to
manufacture the product in India.
As a result the drug is available only
in limited quantities through phar-
macies attached to a few big hos-

pitals in four metro cit-
ies viz. Chennai Delhi,
Kolkata and Mumbai.
Further, Natco men-
tioned that Bayer is
charging exorbitant
price for the medicine
and make the product
out of reach of most
of the people who
need the medicine.
Further, Natco
also cited six reasons to

show the failure of Bay-
er to satisfy the reason-
able requirements of
the public with respect to the pat-
ented invention. They are : (a) re-
fusal of request for voluntary li-
cense under reasonable terms and
conditions; (b) failure to meet the
demand of patented product ad-
equately; (c) exorbitant prices by
the patentee makes the product out
of reach of common man and
thus not meeting the demand of
the product at reasonable terms;
(d) nonworking of patented inven-
tion in India; (e) limited supply of
the patented products through se-
lective sources (f) abuse of mo-
nopoly rights by charging exorbi-
tant price.

Further, Natco stated that it
can produce and market the med-
icine for Rs. 8800 (USD 173.93)
per month for per person. This
would be around Rs. 105600 (USD
2086.83) ) per person per year. It
also stated that Sorafenib would be
made to available free of cost to
deserving and needy patients.

000
Bayer is supplying
the medicine

through imports.
000



On the first issue of whether
Bayer failed to fulfil the reasonable
requirements of the public with
respect to the patented invention
have not been satisfied the Con-
troller stated that “ the patentee’s
conduct of not making the drug
available as per the requirements of
public in India during four years,
since the grant of patent, is not at
all justifiable”. The Controller fur-
ther stated that “..it is also not the
case of the Patentee that there is
no demand for the drug because
as per their own submission , there
is requirement for at least 8842
patients. Even after the lapse of
three years, the Patentee has im-
ported and made available only an
insignificant proportion of the rea-
sonable requirement of the patent-
ed product in India”.

Further the Controller also
held that the Patentee also failed to
fulfil the reasonable requirements of
the public shall be deemed not have
been satisfied under theSection 84
(7) (a) (i) of the Patents Act.

On the second issue of the
reasonably affordable price i.e
whether the patented invention is
not available to the public at a rea-

8

sonably affordable price the con-
troller decided that “during the last
four years the sales of the drug by
the Patentee at a price of about
Rs. 2, 80, 000(for a therapy of one
month) constitute a fraction of the
requirement of the public. It stands
to common logic that a patented
article like the drug in this case was
not brought by the public due to
only one reason i.e. its price was
not reasonably affordable to them.
Hence, I conclude beyond doubt
that the patented invention was not
available to the public at a reason-
ably affordable price and that Sec-
tion 84 (10 (b) of the Patents Act
1970 is “invoked in this case”.
On the argument of Bayer
that affordable to public is required
to be considered as affordable to
different classes /sections of pub-

Patentee does have
manufacturing
facilities for
manufacturing drugs
in India , including
oncology drugs.

lic the Controller stated that ““ I ful-
ly agree with the patentee. I only
wonder why the Patentee did not
execute this concept by offering dif-
ferential pricing for different class-
es /sections of public in India”.

On the third issue whether the
patented invention is not worked
in the territory of India the Con-
troller decided that “ it is an ad-
mitted fact that Patentee does have
manufacturing facilities for man-
ufacturing drugs in India , in-
cluding oncology drugs. Howev-
er, even after the lapse of four years
from the date of grant of patents,
the patentee failed to do so. ... Ac-
cordingly, I hold that Section 84 (1)
(c) is attracted in this case and con-
sequently a compulsory license be
issued to the Applicant under the
Section 84 of the Act”.

Implication of CL on Access to
Medicine

The decision to grant CL is a
significant development to curb
abuse of patent monopoly. First, the
present CL disrupts pharmaceuti-
cal MNCs’ strategy of using the
patent monopoly to import patent-
ed medicines without undertaking
local manufacturing in developing
countries. Second, the CL. makes it
impossible for MNCs in the com-
ing days to charge exorbitant price
for patented medicines. Third, this
licence is believed to be the first of
its kind issued in a developing coun-
try against an application filed by a
generic manufacturer in the post-
TRIPS era. Even though develop-
ing countries granted neatly 50 plus
CLs during the last 16 years, espe-
cially after the adoption of the
Doha Declaration on the Public
Health and the TRIPS Agreement
(Doha Declaration), these licences
were issued under the government
use format not at the request of a

SWRDESTIRATRYSA



generic company. Fourth, this gives
an opportunity for generic compa-
nies to bring important patented
molecules at an affordable price.

There are many patented
medicines which fulfil the criteria
mentioned in section 84 (1) (a) (b)
and (c) and therefore eligible for
the issuance of CL. CL becomes
critical when the number of pat-
ented medicines increases in the
Indian market. A recent study by
Prof. Chaudhary, Indian Institute
of Management (IIM), Kolkota,
lists down 34 patented medicines
with high prices. Interestingly, one
of the medicines in the list is Sor-
afenib. Some of the highly priced
medicines are listed below: A 50
ml injection of Roche’s anti-can-
cer drug trastumuzab (brand name:
Herceptin) costs USD 2585.76 (Rs
135,200); Merck’s cetuximab (Et-
bitux) USD1683.93 (Rs 87,920),
Bristol-Myers-Squibb’s ixabepilone
(Ixempra) USD 1271.18 (Rs
66,430), Pfizet’s pegaptanib (Macu-
gen) USD 867.48 (Rs 45,350),
Sanofi-Aventis’ rasburicase (Fastur-
tec) USD 861.27 (Rs 45,000) and
Roche’s bevicizumab (Avastin)
USD 711.49 (Rs 37180). These 34
medicines would fall under the fol-
lowing disease categories. Anti-can-
cer: 10; cardiac: 7; anti-inflamma-
tory: 5; analgesic: 3; neurological: 4;
diabetic: 3; optal/otologist: 1.

In India more than 70% of
the out of pocket expenditure on
health goes for buying medicines.
Therefore CL is a critical tool to
ensure access to patented medicine
to at an affordable price. In the
absence of a credible public sec-
tor capability in the pharmaceuti-
cal production, access to afford-
able medicine in India is completely
dependent on the ability and will-
ingness of the private sector to
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make use of CL provisions.

However, whether more
companies would come forward
to apply for CL depends on many
other factors. First, not all com-
panies can use CL to introduce
generic versions, because the ap-
plicant requires technological ca-
pabilities to develop the product.
MNCs may prevent these com-
panies from using CLs through a
carrot and stick approach. Carrot
comes in the form of strategic
alliances or offers to buy out these
companies at a higher price. Stick
may come as a series of litigations
and propaganda against these
companies globally. Second, the
issuance of CL from the Patent
Office is not the end of the story;
in a way it is the beginning of pro-
tracted legal battle till the final
decision from the Supreme Court.
Thus companies with certain re-
source base and patience can make
use of CL provisions. Third, there
are still legal uncertainties in the CL.
provisions of the Patents Act.
These legal uncertainties include
the lack of time limit to dispose
CL applications or ceiling on roy-
alty or stringent conditions ac-

company with CL, etc. This may
prevent companies from using
CL. Therefore, further fine-tun-
ing of the legal provisions either
through amendment of the legal
provisions or rules or precedents
are required to increase the level
of confidence among applicants.
Itis also relevant to note that there
is no fresh CL application before
the patent office. The information
asymmetry may prevent potential
CL applicants from using CL pro-
visions. Often a single medicine
would be covered with multiple
patents; hence it is important to
identify the relevant patents.
Therefore, it is important for
the Government of India to ad-
dress the above-mentioned issues
through law and policy tools to
create a user-friendly CL regime as
well as to encourage the domestic
pharmaceutical companies to
make use of CL provisions. How-
ever, the immediate task before the
Indian government is to vehement-
ly resist the propaganda and the
potential legal challenges to CL
provisions at the national and in-
ternational forums. QQ

(Courtsey: Suns North South Development Monitor)
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Need to Save India from Debt Vortex

Total amount of foreign debt, which was US$134 billion in 2005, has reached US$
306 in 2011. Most disturbing feature of this trend is that much of this increase in
foreign debt has been due to increase in external commercial borrowings,
explains Dr. Ashwani Mahajan

R:cently many countries of Eu-
opean Union, more particu-

larly Greece, Portugal, Italy etc. have
been passing through a severe debt
crisis, even endangering their sov-
ereignty. Greece’s parliament has
passed resolutions to make severe
reductions in their expenditures
and adopt other measures as per
the terms of a bailout package of
nearly 130 billion euro, being giv-
en by the European Community.
Cut proposals being passed by the
Greece’s parliament are actually
against the wishes of the majority
population, and as such a big blow
to the sovereignty of the Greece.
Similarly, Italy Portugal and some
other countries are also facing sim-
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ilar issues of loss of sovereign right
to determine the economic policy
and therefore the fate of their re-
spective countries.

Itis imperative to understand
this crisis of sovereignty. After all
why this situation has arisen? In-
discriminate increase in the expen-
diture of the governments of
Greece, Italy, and Portugal has
been pushing them into heavy
debt, which they are unable to pay
from their revenue. Difficulty in
repayment of principal and inter-
est is causing possibility of default
and thereby a sovereign debt cti-
sis. For a bailout package of merely
130 billion euro, Greece has been
forced to accept terms, making

them cut even their most desired
social security expenditures, caus-
ing unrest amongst countrymen.
More or less similar is the situation
in some countries of the Europe,
faced with crisis of sovereignty.

India Falling into a Whirlpool
of Debt

Governor of the Reserve
Bank has recently warned that if
effective steps ate not taken to curb
the fiscal deficit, India could be
trapped into the vortex of debt.
India’s central government debt
has now reached to the level of 65
percent of GDP. Among emerg-
ing economies, our debt - GDP
ratio is the highest after Hungary.
According to the 2012-13 Budget
Estimates of Central Government,
fiscal deficit was Rs 5.14 lakh
crores. This deficit is partially filled
by additional borrowing and par-
tially by printing of more currency
by the RBI. Given high rate of in-
flation, government can hardly af-
ford to allow printing of addition-
al currency. Consistently high fiscal
deficit is causing central govern-
ment debt to rise to a high level
of 43.5 lakh crore by 2012-13,
from only 15.59 lakh crore in
2002-03. In addition, state govern-
ments have debt of Rs. 18.2 lakh
crore. Central Government Bud-
get for 2012-13 has allocated Rs.
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3.20 lakh crores for payment of
interest. Expenditure on this item
has been rising over time. A large
portion of the tax proceeds is eat-
en away by payment of interest
and principal. If the government
keeps on increasing borrowing like
this, it would not be possible to
increase the expenditure on most
essential social services and educa-
tion for all or health for all will re-
main a distant dream. The govern-
ment would then be forced to keep
on borrowing more and more to
fulfill its basic responsibilities and to
pay interest on loans raised earlier.

Government Could not Imple-
ment its Own Resolution

Some years ago the Parliament
resolved to restrict the fiscal defi-
cit to 2.5 percent of GDP. In a way
the government had tried to restrain
itself from raising fiscal deficit and
limit the same to 2.5 percent of
GDP. But the government could
not keep its words and going
against its own resolution, took the
tiscal deficit to nearly 7 percent of
GDP in 2008-09.

The argument of the govern-
ment was that in view of the glo-
bal recession, it had to give vari-
ous types of tax rebates and in-
crease expenditure, therefore
norm of fiscal deficit to be kept
at 2.5 percent of GDP could not
be adhered. But the same would
be adhered to, was the contention
of the government. However in
the year 2011-12, again this fiscal
deficit has been revised to 5.9 per-
cent of GDP. If we add fiscal
deficit of state governments also
to this fiscal deficit of the union
government, total combined fis-
cal deficit may reach 10 percent
of GDP. Such a large amount of
fiscal deficit is not sustainable. Are
we not pushing India to the vor-
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tex of debt, is the question trou-
bling the economic thinkers.

Emerging Trends in Foreign
Debt

Foreign debt of India has
been rising continuously in recent
years. Total amount of foreign
debt, which was US$134 billion in
2005, has reached US$ 306 in 2011.
Most disturbing feature of this
trend is that much of this increase
in foreign debt has been due to
increase in external commercial
borrowings. In the earlier times
foreign debt used to come prima-
rily from concessional loans. There-
fore interest outgo on these ECBs
would be much more as compared
to concessional loans. Another dis-
turbing feature of the emerging
foreign debt position is increasing
ratio of short term to long term
foreign debts. Ratio of short term
to long term foreign debt has now
jumped to 43.4 percent, depicting
highly vulnerable situation in our
balance of payment position.

Under these circumstances a
major chunk of our foreign ex-
change reserves, which are nearly
US$293 billion, may evaporate in
short term, to clear these short
term debts. And this pressure on
our foreign exchange reserves may
weaken our rupee even further.
Rise in this short term debt has
been primarily due to rising im-
ports, which is causing our balance
of trade reaching unmanageable
situation. Despite handsome re-
ceipts from service exports and
remittances from abroad, our bal-
ance of payment reached US
$130.5 billion in 2010-11.

Imperative to Bring Major Poli-
cy Changes

Over the years, the govern-
ment’s populist policies have made

the debt situation to go from bad
to worst. Due to adoption of the
policy of globalization, not only the
production structure has tilted in
favour of capital intensive tech-
niques, ever rising imports, espe-
cially from China, have ruined the
small scale and cottage industries,
causing a widespread unemploy-
ment. According to the Report of
the 66™ Round of NSSO, between
2004-05 and 2009-10, self em-
ployment has gone down by 251
million and partially filling this gap
casual labour has gone up by 220
million in the same period. Casu-
alisation of labour due to wrong
policies adopted by the govern-
ment necessitates, government’s
spending on schemes like MNRE-
GA, which involves an expenditure
of around Rs. 40, 000 crores by
central government itself.

Total neglect of the agricul-
ture by the governments, as depict-
ed clearly by declining government
expenditure on agriculture, which
has reached to a low of just 5 pet-
cent of government expenditure
and lack of remunerative prices of
agricultural produce, has been
causing pauperization of the agrar-
ian class, necessitating doles from
the governments, in the name of
debt relief, free power etc., involv-
ing huge loss to the exchequer. This
non essential government expen-
diture could be avoided, had the
direction of the policies been, pro
agriculture, pro small scale and
cottage industry, that is, pro em-
ployment.

Government will have to curb
its wasteful expenditure and adopt
a judicious mix of policies to ef-
fectively curb fiscal deficit and debt
to rise to unmanageable levels and
save the nation from falling into
debt vortex of debt. Qa
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Dr. Diwakar Bokare

i ey

National Council member of Swadeshi Jagar-
an Manch and a prolific writer Sh. Diwakar
Bokare is no more. Sh. Diwakar Bokare died of
cardiac failure in Pune. He was 70. He was an
ardent follower and propagator of Swadeshi Mod-
el of Economics. His death is a great loss to the
country and Swadeshi Movement in Particular.

Numerous prayer meetings were held at sev-
eral places including Delhi & Nagpur to condole
the death of Dr. Bokare. Rich tributes were paid
by his friends, colleagues and admirers in these
meetings. Prayer meeting at Delhi was presided
over by Sh. Arun Ojha, National Convenor of
Swadeshi Jagaran Manch. All state conveners and
other members of national council of SIM par-
ticipated in the meeting. paying rich tributes to
Sh. Diwakar Bokare, Arun Ojha ji, described
him as an assertive and articulate advocate of
Swadeshi ideology.

In the Nagpur prayer meeting Dr. Yoganand
Kale former Vice Chancellor of Nagpur Universi-
ty and Naitonal council member spoke in detail
about life and works of Diwakar Bokare ji.

He said that Diwakar ji started his life as a

Swadeshi
Movement
Loses an
Assertive
Advocate

dra Company and rose to the position of vice pres-
ident finances. He travelled a lot across the globe,
Sh. Yoganand ji added. He further revealed that
Late Bokare ji was well aware of the work cul-
ture of large corporates of the world.

Dr. Bokare had studied in depth the Hindu
Economics and several other books of his elder
brother and founder convener of SJM Dr.
Madhukar Bokare. In spite of working with cor-
porate world for decades Diwakar Bokare was
firm believer in the Hindu view point of Economic
development and he strongly advocated it through
his writings, speeches, papers and discussion in
meetings and seminars and conference at various
places including Mumbai, Nagpur, Pune etc. he
also contributed to several news papers and mag-
azines on issues related to farmers and labourers
of India. Swadeshi Patrika has also had the ho-
nour of publishing articles of Dr. Bokare on a va-
riety of subjects.

He published unpublished works of Dr.
Madhukar Bokare. He organized a two day con-
ference on 22-23" Feb. and Hindu Economics in
Garvere University Pune. More than 250 literacy

Chartered Accountant with Mahindra and Mahin-  and scholars attended the conference.  QQ
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ANALYSIS

Is PC a victim or a villain?

Those who have been following the 2G scam realise that it unfolded at a glacial pace
over a four-six month period beginning November 2007. Several correspondences
were exchanged between the Cabinet ministers including Raja and the Prime Minister,
including objections from the then Law Minister H R Bharadwaj. Yet, no one from the
government deemed it fit to intervene, illustrates MR Venkatesh

urder may be committed in

the heat of moment upon pas-

sions being aroused. An economic
offence is committed with cool cal-
culation and deliberate design with
an eye on personal profit regard-
less of the consequence to the com-
munity.”” This was the observation
of the Hon’ble Supreme Court in
the securities scam case, populatly
known as the Harshad Mehta case.
When an economic crime is
carried out in a calm and collected
manner, it becomes extremely dif-
ficult even for the best of investi-
gating agencies to figure out the role
played by the parties to the loot.
Some may have actively connived,;
some passively. And that s the crux
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of the issue: whether P. Chidam-
baram, the former Finance Minis-
ter, “connived” with the other ac-
cused in the 2G scam.

It is in this context that we
have to look into the petition of
Subramanian Swamy to the trial
court seeking to include Chidam-
baram as an accused in the 2G
scam. The court neatly summarised
the questions before it in Para 64
of its order as to whether the
former FM had a role in pricing
spectrum (along with Raja) in 2008
at 2001 prices and subsequently
“allowed” dilution of equity by
companies who got spectrum at
such ridiculously low prices.

The order concludes that

Chidambaram “agreed” that spec-
trum in 2008 could be priced at
rates discovered in 2001 and also
“told Mr. A. Raja that there is no
need to revisit the same”. This
emphatic dissuasion was clearly
made after due application of
mind. On what grounds can we
conclude that it was made inno-
cently and not for collateral advan-
tage? Is it not that the very pricing
of spectrum at prices discovered
in 2001 was declared to be mala-
fide by the Supreme Court last
week? Is it not the reason why Raja
is in jail? In Chidambaram’s case,
such acquiescence in Raja’s designs
has been dismissed as a classic case
of much ado about nothing.

The order observes that a de-
cision taken by a public servant
does not become criminal for the
simple reason that he has caused loss
to public exchequer or resulted in
pecuniary advantage to others. That
takes us to Clause (d) of Sub-Sec-

(YY)
The order concludes

that the decision about
pricing spectrum was
“subsequently conveyed
to the Hon’ble Prime

Minister also.
(YY)
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tion (1) of Section 13 of the Pre-
vention of Corruption Act. Ac-
cordingly, a public servant is said to
commit the offence of criminal
misconduct when he, by abusing his
position, obtains for himself or for
any other person any valuable thing
or pecuniary advantage.

Simply put, the moot point
here is not how much money is
made directly by a public servant,
but it is all about allowing some-
one else to make money by refus-
ing to intervene — i.e., by abusing
his position.

In the instant case, the ques-
tion that remains unanswered even
to this date is whether the former
FM committed criminal miscon-
duct by abusing his position? Was
his reluctance to decisively intervene
tantamount to a breach of trust as
trustee of national finances? Was
dissuading Raja, as explained
above, part of a grand design? In-
terestingly, the order focuses on the
issue of conspiracy — a grey area
in criminal law, especially in white
collar crimes. Itis to be noted that

these crimes atre violations of laws
that involve the use of power, in-
fluence or breach of trust. One
key question remains unanswered:
When did the former FM com-
prehend that it was a fraud on the
exchequer, and what did he do
once he realised the same?

Those who have been follow-

ing the 2G scam realise that it un-
000

It is to be noted that
these crimes are
violations of laws that
involve the use of
power, influence or

breach of trust.
XY
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2G scam
P Chidambaram approved mobile licences,

Uninor tells Supreme Court

The Indian unit of Norway’s Telenor has claimed that the
controversial issuance of mobile licences by A. Raja had the
approval of leaders at levels higher than the incarcerated former
minister, an assertion that could be seized upon by anti-corrup-
tion campaigners and Opposition parties looking to embarrass
the embattled UPA government.

Uninor, the Indian arm, has submitted documents to back
these claims in a review petition, asking the Supreme Court to
reconsider its February 2 order cancelling 122 mobile licences,
including those held by it. The documents are intended to “prove
that consensus had been arrived at the highest levels of the
government between the Prime Minister’'s Office, finance min-
istry and telecom department in January 2008 to give out pan-
India mobile licences at Rs 1,658 crore (a price fixed in 2001)”,
the review petition says.

The documents, essentially correspondence and file not-
ings by ministers and bureaucrats are intended to rebut a part
of the court’s order that held Raja responsible for allocating
mobile licenses’ in a “totally arbitrary and unconstitutional man-
ner” and concluded he was solely responsible for this.

Chatterji Note, Chidambaram-Raja Meetings Cited

Uninor has told the SC that just days before Raja issued
letters of intent (Lols) for new mobile permits, Prime Minister
Manmohan Singh’s then private secretary, Pulok Chatterji, in a
note dated January 6, 2008, had said “new operators may be
allotted spectrum only up to the threshold level on payment of
the normal fees”.

The petition states Chatterji had acknowledged that the
ideal situation was to auction airwaves, but did not advocate
this on the grounds that “uncontrolled auction may lead to in-
flated high bids, unacceptably high prices for the customers
and threaten financial stability of the industry”. Chatterji’s note
states that this issue was discussed with the “new telecom sec-
retary”. The note was signed by the PM’s then principal secre-
tary, TKA Nair, on January 7. The petition has cited this note as
“proof” that the policy followed by Raja had the implicit sanction
of the highest authorities in the government.

Uninor has also submitted a “secret communication” dated
January 15, 2008, sent by then finance minister P Chidambaram
to the prime minister that had discussed the auction of 2G air-
waves, but said this should not be applicable to start-up spec-
trum. It has further submitted documents describing the out-
come of a meeting between Chidambaram and Raja, held on
January 30, 2008, where the then finance minister had said “he
was for now not seeking to revisit the current regimes for entry
fee or revenue shares”.

The mobile phone company has also provided minutes of
meetings on May 29 & July 4, 2008, where Raja & Chidambaram
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had only discussed pricing of airwaves beyond the start-up limit,
to back its claims that both the ministries had jointly decided there
would be no change in the Rs 1,651-crore entry fee.

Uninor has also submitted a controversial note prepared
by the finance ministry under Pranab Mukherjee (dated March
25, 2011), which said Chidambaram did not insist on an auc-
tion of airwaves during his discussions with Raja in 2007-08.
This note had said the finance ministry under Chidambaram
had “implicitly agreed to the imposition of the same entry fee as
that prevailing in 2001 for licenses’ allotted up to December 31,
2008', despite opposition from then finance secretary D Sub-
barao, now the RBI governor. It further added that there was a
“consensus” between Raja and Chidambaram not to charge for
start-up spectrum.

The petition says the documents suggest the findings of
the Supreme Court that the finance ministry was not consulted
on pricing of spectrum before the issuance of licences were not
correct. “Obviously, the Supreme Court, not having had the
benefit of the documents, was guided by what was placed be-
fore it by the government of India. The impression with court is
that the finance ministry was bypassed because of known ob-
jection of finance secretary in November 2007. The documents
produced before the court present a different story of delibera-
tions and thoughtful application of mind in the government of
India to balance revenue maximisation with the public good of
creating competition and affordable mobile phone services for
mass usage,” the telco said.

Following the SC order, Telecom Minister Kapil Sibal said
the apex court had insulated the prime minister and Chidam-
baram from the policy decision on 2G licences in 2008, and
argued that only Raja was responsible for the mess. “There is
no indictment of the prime minister or the then finance minister
(Chidambaram) in the Supreme Court’s judgement. That is why
Raja is where he is,” he had said.

Uninor, on the other hand, has argued that there was ‘suf-
ficient basis to demonstrate that “policy decision not to auction
the licences was taken by the government of India in its collec-
tive wisdom” and has sought that the SC reconsider its views
on the government’s decision not to go in for an auction.

The petition says the documents suggest the findings of
the Supreme Court that the finance ministry was not consulted
on pricing of spectrum before the issuance of licences were not
correct. “Obviously, the Supreme Court, not having had the
benefit of the documents, was guided by what was placed be-
fore it by the government of India. The impression with court is
that the finance ministry was bypassed because of known ob-
jection of finance secretary in November 2007. The documents
produced before the court present a different story of delibera-
tions and thoughtful application of mind in the government of
India to balance revenue maximisation with the public good of
creating competition and affordable mobile phone services for
mass usage,” the telco said. Q
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folded at a glacial pace over a four-
six month period beginning No-
vember 2007. Several correspon-
dences were exchanged between
the Cabinet ministers including Raja
and the Prime Minister, including
objections from the then Law Min-
ister H R Bharadwaj. Yet, no one
from the government deemed it
fit to intervene.

Ominously, the order con-
cludes that the decision about pric-
ing spectrum was “subsequently
conveyed to the Hon’ble Prime
Minister also” [Para 60]. Neverthe-
less, the order then goes on to con-
clude that there was no material on
record to show that P. Chidam-
baram was acting malafide.

Needless to emphasise, all
these matters can be considered
only during trial, including allega-
tions of malicious suppression and
planned omissions. Simply put, the
question posed to the trial court was
whether there was prima facie ma-
terial to include the former FM “as
a co-accused”. Given the facts and
circumstances of the case, a sweep-
ing conclusion of innocence seems
strange to those sceptical of the
carefully nurtured aura of rectitude
of the Home Minister.

Nevertheless, since the trial
court has rejected this plea at the
threshold, the matter shifts to a
higher court, perhaps even the Su-
preme Court, which will have to
decide whether the former FM was
a victim of circumstance or villain
of the piece; whether ministers can
plead ignorance when one of their
colleagues engages in such gargan-
tuan loot, and when it is their con-
stitutional responsibility to take care
of the country’s finances. Finally,
whether the PM too is among those
responsible for the sordid affair.Q0

bttp:/ | www.sunday-guardian.com/ analysis/ is-pe-a-victim-or-a-villain
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UNION BUDGET

A budget at war with the Finance Minister

The budget delivers lower, not higher, savings and consumption, achieving the very
opposite of what the Minister intends. The domestic demand drive he relies on for
recovery is thus a non-starter, explains S. Gururumurthy

huge hike in indirect taxes will

cause a fall in both savings and
consumption, achieving the oppo-
site of what was intended.

The national budget for the
financial year 2012-13 is noble in
words and wrong on numbers,
where bad numbers wage a war
against the genuine intents of the
Finance Minister. The budget de-
clares laudable objectives, but
works for the very opposite. For
example, the Finance Minister says
that a principal objective of the
budget is to “focus on domestic
demand driven growth for recov-

ery”” The other objectives of the
budget seem dependent on this. If
the Finance Minister has to spur
domestic demand, he would have
cut taxes and left more money to
spend in people’s hands. But see
what he does. With most of his
direct tax imposts and cuts con-
cerning only non-corporates, he
puts into consumers’ pocket Rs
4,500 crore by net cutin direct tax-
es, but he picks their pockets al-
most by Rs 46,000 crore by rais-
ing indirect taxes. It needs no seer
to say that this will erode, not pro-
mote, domestic demand.

A contradiction

The Finance Minister expects
his budget to produce “lower in-
flation and higher savings”. This is
a contradiction in terms. In theory,
a rise in savings, without higher
growth rate, means lower demand
and consumption. But, if a bud-
get releases inflationary forces by
a huge rise in indirect taxes, as the
present budget promises to do, it
is the cost of goods, not the real
sale of them, that will rise — caus-
ing fall in both consumption and
savings. The hike in indirect taxes
will cause price rise and reduce sav-
ings. And when prices rise, both
savings and real consumption will
fall. This is what happened in 2010-
11, as the Economic Survey 2012, laid
by the Finance Minister himself the
day before the budget, notes that
inflationary tendencies during
2010-11 caused reduction in
household savings.

Moreover, the unprecedent-
ed government borrowings of Rs.
4,70,000 crore projected for 2012-
13 will dry up liquidity and force
up interest rates. The Finance Min-
ister has himself made provision
for a huge rise of Rs. 44,000 crore
in interest payment to Rs. 3,20,000
crore for the budget year. There is
already a liquidity crunch, with
banks borrowing heavily from the

.’&q.?,l
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Reserve Bank. If interest rates, al-
ready high, rise further, that will
also force down consumption. The
effect of the Finance Minister’s ef-
forts to moderate this eventuality
by allowing FlIs to invest in gov-
ernment and corporate bonds can
only be marginal. So the budget
delivers lower, not higher, savings
and consumption, achieving the
very opposite of what the Minis-
ter intends. The domestic demand
drive he relies on for recovery is
thus a non-starter.

With revenue deficit (4.4 per
cent of the GDP) and fiscal defi-
cit (5.9 per cent) hitting the roof,
the Finance Minister seems to have
turned to chartered accountants for
ideas to make his balance sheet
appear less inelegant. The result is
the innovation of “effective reve-
nue deficit,” which bears the stamp
of some multinational accounting
firm rather than our conservative
civil service. Effective revenue def-
icit is to be arrived at by deducting
from “the revenue deficit” all
grants made — not only to state
governments and constitutional
authorities, but also to NGOs —
for creation of capital assets not
owned and held by the govern-
ment. This innovation is being leg-
alised by amending the FRBM Act
itself. Look how this window-
dressing tries to make the deficit
more acceptable. In the coming
year, from the revenue deficit of
Rs. 3,50,000 crore, the grants for
capital assets of Rs. 1,065,000 crore
are deducted to arrive at the ef-
fective revenue deficit of Rs
1,85,000 crore. This psychologically
moderates the effect of the effec-
tive revenue deficit of 3.5 per cent
of GDP to 1.8 per cent.

The Finance Minister appears
to have been poorly briefed on

SWADESTIRATRISA

Revenue in proportion
to GDP has actually
fallen in the last three

years.

numbers. He says that the gross tax
revenues proportionate to GDP
was 10.4 per cent in 2011-12, and
will rise to 10.6 per cent in 2012-
13. There is actually a fall in the
gross tax to GDP ratio in the last
two years. While the ratio of gross
tax receipts to GDP is 10.6 per
cent in 2012-13, it was over 12 per
cent in 2006-07, 13 per cent in
2007-08 and 11.5 per cent in 2008-
09. So the revenue in proportion
to GDP has actually fallen in the
last three years.

From the perspective of re-
source mobilisation, the Finance
Minister has made bold to levy
substantial taxes. But he has raised
taxes which he should not have and
shied away from levying taxes that
he ought to have imposed. The
turnover of equity, financial and
commodity derivatives has grown
to huge levels in recent years. A tax
on them is overdue not only to
raise huge revenue, but also to
moderate speculation. A tiny im-
post of 0.1 per cent on the equity
derivatives alone would yield some
Rs 30,000 crore. This would never
cause inflation, nor rob people’s
buying power, like indirect taxes.
When actual sales and purchases of

equity are taxed, it is not clear why
there cannot be a tax on futures
and options. A levy of 0.1 per cent
tax, as on actual equity transactions,
on derivatives could have netted a
revenue of Rs. 70,000-80,000
crore. Instead of taxing the deriv-
atives, the Finance Minister has, for
no reason, cut the tax on equity
transactions from 0.125 per cent
to 0.1 per cent in the budget.
There are more positive sig-
nals in the Finance Minister’s speech
than in the budget proper. The
Minister should be congratulated
for bringing the Hutch-Vodafone
deal to tax by retrospective amend-
ment to law. The idea of a holding
company for financial arms of the
government to raise resources is
novel, but it has to be carefully
structured to part with economic
but not ownership interests. Direct
delivery of subsidies is another
good move. But these are policy
measures, not budget provisions.

Unenviable

Yet, it has to be conceded that
the Finance Minister has struggled
in unenviable conditions to make
some sense out of the helpless sit-
uation in which he has been placed
by his party and government. See
his predicament. When he is already
battling falling revenues and rising
expenditure leading to huge reve-
nue and fiscal deficits, he is forced
to foot the cost of the food secu-
rity law — the pet project of the
head of his party who is also the
UPA and NAC chairperson.
Bound by loyalty to his leader, the
Finance Minister has declared that
the government is committed ful-
ly to providing for food subsidy
even if it cannot afford it. Yet, he
has not provided a single penny for
the food security project! PS: But,
does she know it? Qa
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Rail Budget

Mismanages finance, eyes dalit vote bank

The railway budget is a testimony of implanting follies of Europe and the US under
IMF-World Bank mandate, to hand over their powers to the officials here in India. If
the west has failed on this score, it is difficult to fathom how India could succeed,
says Shiva ji Sarkar

']:‘he Railway Budget is the last
n

ail on the democratic aspira-

tions. It is a clever ploy of bureau-
cratising the process and depriving
the political leadership of any role
in decision-making. It is an infla-
tionary budget with an eye to cater
to Dalit vote banks in preparation
for the next general elections by
employing one lakh dalits in the
next one year.

Every bit of it, including not
providing copy of the financial
statements, to the media is an ef-
fort at concealing facts. The reason
given was printed copies are not
available and it has been loaded on
the internet. It was not easily acces-
sible there also. It raises a question
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— is there more to conceal than re-
veal? This is what the railways have
been doing since Laloo Prasad
Yadav was its minister. He showed
a surplus which was not there.
Now to justify steepest in-
crease in fares it is trying to show a
loss of Rs 3000 crore — shown as
loan by the minister “to balance
my budget” despite the claim of
higher passenger earnings during

Yy
Railways have messed
up their finances to
the tune of about Rs

27,000 crore.
YY)

the last two years. It is not true to
state that the railways have not in-
creased fares for the last eight years.
They have been continuously in-
creasing on the ploy of readjust-
ing fares through one or other for-
mula. They increased fares in the
name of safety and development
cess as well.

Passenger earnings in 2010-11
were Rs 25,792.62 crore. This was
higher than the earnings of 2009-
10 by 2,378.18 calculated at Rs
23,488 crore. The railways claim
that in 2009-10 also it earned more
than the previous year. It has been
so every year since 2000-01.

If that is so the rationale pre-
sented by railway minister Dinesh
Trivedi looks unconvincing. On an
average he has increased fares by
12 to 24 per cent. His process of
fixing fares at the minimum of Rs
5 on the plea that small coins are
not available also exposes the inef-
ficiency of the government.

He also tried to substantially
increase the fares to the nearest Rs
5, which in many cases is to the
farthest Rs 5, would earn the rail-
ways about Rs 7,000 crore extra,
says chairman of railway board
Vinai Mittal.

The minister says that his
gross traffic receipts — from freight
and passengers — in 2012-13
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would be Rs 103,917 crore short
by Rs 2322 crore than his budget
estimates. But it is more than his
earnings of the two previous years
as passenger traffic is continuously
increasing. He also states that pas-
senger traffic is set to grow by an-
other 5.4 per cent in 2012-13. It
means even at the existing fares the
earnings would increase by at least
6 per cent, about Rs 18,00 crore.

Does that justify his steps to
increase the fares? It means from
fares alone the railways are set to
earn about Rs 8800 crore more.
If he is at a loss, how and why he
has decided to pay a dividend of
Rs 6,676 core to the government.
The ministry is also receiving a
grant of Rs 24,000 crore from the
government against its demand of
Rs 45,000 crore. It is quixotic.

It only means that the railways
have messed up their finances to the
tune of about Rs 27,000 crore (Rs
24,000 crore budgetary support
and Rs 3,000 crore loss). If market
borrowing of Rs 15,000 core and
public private partnership (PPP) of
Rs 1050 crore are included it would
go up to 1s 43,000 crore.

The railways would be run on
commercial principles, a number
of previous railway ministers had

“Europe and the US
are having severe
financial problems
as their economies
were mismanaged
by the bureaucrats
and the politicians,
under IMF-World
Bank mandate.
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averred. When it comes to levying
of fares and freight, the principle
is adhered to in its most exploit-
ative manner. But its expenses are
not managed on those principles.
A loss-making enterprise is sup-
posed to curtail its hiring. But the
railway minister there makes a po-
litical statement — he would employ
one lakh more — above 80,000 ap-
pointed in 2010-11 - and would also
wipe off the “backlog” of SC/ST
and other categories. Then he also
makes a brazen statement, “I have
taken the railways out of ICU”.

A patient coming out of ICU
is not expected to take any strain —
as this political extravaganza for
catering to the supposed vote bank
would cause. Is it a preparation for
the next Lok Sabha elections?

All the same he tries to close
options of his successors on de-
ciding on the fare component. The
freight component has already
been taken out of their purview
by the decision of Laloo Yadav to
introduce dynamic freight struc-
ture. Freight revision is a round-
the-year non-budgetary process.

Trivedi has now suggested
the same for fare revision as well
by proposing to introduce a dy-

namic structure for FAC — fuel ad-

justment component and set up a
fare regulatory authority. The au-
thority would serve two purpos-
es. Primarily it would reemploy
retited bureaucrats, as wisdom is
supposed to lie only with them, and
secondarily the fare management
would be decided irrationally as is
done by all other regulatory au-
thorities be it in the area of elec-
tricity or insurance.

The political head of the
ministry effectively would be sub-
servient to the bureaucracy. It ex-
emplifies the lack of political wis-
dom of the present rulers. Eu-
rope and the US are having se-
vere financial problems as their
economies were mismanaged by
the bureaucrats and the politicians,
under IMF-World Bank mandate,
decided to hand over their pow-
ers to the officials.

The railway budget is a testi-
mony of implanting those follies
here. If the west has failed on this
score, it is difficult to fathom how
India could succeed. Trinamool
Congtress supremo Mamata Ban-
erjee has rightly decided to sack the
railway minister and called for
redo of the railway budget. QO
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POLICY SCAN

Amnesty scheme

One more Fraud on Honest Tax Payers!

Governments must resort to Amnesty schemes very rarely and with deterrent punishments
for better results. With customary repetition, as is done in India, they lose seriousness
as people expect another scheme with more liberal conditions. It further has a serious
undesirable effect on the honest tax payers, pleads Prof. B.M.Kumaraswamy

\ ): That is the colour of Indian

economy? Black or white? It
is an interesting question. White or
legitimate or legal economy refers
to the income and wealth earned
by the people through legitimate
or legal economic activities. Such
income and wealth is disclosed to
the tax authorities in full and taxes
are paid on them.

In contrast to this, there is the
black, or illegitimate, or illegal econ-
omy. It refers to all economic ac-
tivities which are illegitimate, ille-
gal or undisclosed. Income and
wealth earned by such means are
undisclosed or concealed from the
government with a view to avoid
taxes on them and punishment.

India is suffering from the
problem of Black money, since
1947. The problem has defied all
solutions and instead of coming
down it is growing and kicking,
There have been several attempts
at estimating the volume of Black
money in India. Up to 1975-76
Black money in India was less than
10% of G.D.P.

The National Institute of
Public Finance and Policy estimat-
ed that in the year 1975-76, Black
money in India, formed 15-18%
of our G.D.P. and for the year
1980-81 it increased to 18-21% of
G.D.P.
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Dr.Suraj.B.Guptha argued that
N.LPEP. estimate was under esti-
mation. His estimate of Black mon-
ey for the year 1987-88 was 51%
of G.D.P. Thus by 1987-88, the
Black economy became a parallel

economy to the white economy.
Since 1987-88 there are no
official estimates of Black money.
However in the background of
fast growing corruption since glo-
balisation, it may be safely estimat-
ed that 60% of Indian economy is
Black. Thus the size of Black mon-
ey in India has grown from less
than10% of our G.D.P. before
1975-76 to more than 60% by
2010. A very rapid growth indeed!

Indian economy is mainly Black.
Black money is indeed a can-
cer on the legitimate economy of
the country. The government has
absolutely no control over 60% of
our economy. Our monetary and
tiscal policy is not at all applicable
to 60% of the economy. Conse-
quently all regulatory mechanisms
of the government and our plan-
ning are totally upset by the Black
economy which is predominant
portion of the Indian economy.

Indian Black Money mainly
piled abroad.

A major portion of the Black
money is parked in tax havens such
as the Swiss Banks. The American
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Research Organisation,
Global Financial Integrity,
in its second report cov-
ering the period 1948-
2008 — 60 years period of
independent India, esti-
mates that “the present
value (2008) of Indian
money stashed abroad
amount to $462 billion,
accounts for 72% of In-
dia’s underground econo-
my. (Black economy)”
The task force for es-

timating Indian money
stashed in secret banks
abroad, appointed by Sri
L.K.Advani estimated it at a mini-
mum of $500 billion to a maxi-
mum of $1500 billion — (Rs 25
lakhs crore to 75 lakhs crore.)

In February 2012 The Direc-
tor of C.B.L. Shri. A.P:singh report-
ed that an astounding $500 billion
(Rs 25 lakhs crore) of Indian mon-
ey is stashed away in tax havens
abroad. Though many countries
keep their Black money in tax ha-
vens abroad, India happens to be
Number 1 in that nototious list.

Soft on Tax evaders.

The fact that the Black mon-
ey stored in India as well as abroad,
has grown to 60% of our G.D.P.
in 68 years, shows that various gov-
ernments (mainly Congress Party
led) at the center have not taken
any decisive and effective mea-
sures to control the generation and
proliferation of Black money. In-
stead, the central government has
always been sympathetic to the
lords of Black money. The gov-
ernment has introduced several
Voluntary Disclosure of Income
Schemes — V.D.L.S.- or Amnesty
Schemes giving opportunity to the
lords of Black money to declare
their undisclosed income volun-
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tarily and pay a nominal tax and

no penalty at all.

Spineless government and
V.D.LS.

A perusal of the various
Amnesty schemes declared by the
government of India clearly shows
thatitis not only spineless but also
sympathetic and very generous to
the lords of Black money.

The first Amnesty scheme was
declared in 1951 and the last one
in 1997. In these 47 years period
the government has declared 12
amnesty schemes under various
names such as Voluntary Disclo-
sure of Income scheme, National
Defense Gold Bond scheme, Spe-
cial Bearer Bonds scheme, Amnes-
ty circulars, Indira Vikasa Patra,
National Housing Bank Deposit
scheme, India Development
Bonds scheme and Gold Bonds
scheme. Amnesty schemes have
been declared in 1951-1997 peri-
od at the rate of one scheme ev-
ery 4 years.

These schemes carried liberal
to very liberal baits, such as, im-
munity against prosecution and
penalty, confidentiality of informa-
tion, courts kept out of using the
disclosed information in any pro-

ceedings, no questions
asked on source of in-
come, tax dues to be paid
in easy instalments and
what not! No wonder
Black money transactions
have prospered in the
country unabated, at the
cost of honest tax payers,
who are becoming an en-
dangered species in India.

Miserable Failures.

So far as disclosure
4 of income and tax collect-
ed by these liberal
schemes are concerned, it
must be observed that except one,
all others have been miserable fail-
ures. The total amount of hidden
income brought out by these
schemes is Rs. 44004 crores. The
average works out to Rs 3667
crore. The total amount of tax
collected is Rs.10,109 crore — an
average of Rs.215 crore per year
which is again paltry.

The only Amnesty scheme that
was reasonably successful was
V.D.IS. — 1997.

The 1997 V.D.LS. brought out
the largest amount of undisclosed
income — Rs.33,697 crore and col-
lected the largest amount of tax —
Rs.9729 crore. Thus the V.D.I.S.
1997 alone accounted for 77% of
income disclosures and 97% of tax
collected from all Amnesty
schemes. The rest of the schemes
account for only 23% of income
disclosed and 4% of tax collected.

Fraud on honest tax payers.
Amnesty schemes resorted to
repeatedly by the government has
been severely criticized by several
experts. They point out that such
schemes resorted to very rarely and
with deterrent punishments there-
after, may produce good results.
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But if repeatedly resorted to as
done in India, will lose all its seri-
ousness. It becomes a joke and
people do not take it seriously.
They only expect another scheme
with more liberal conditions. Fur-
ther it will have a serious adverse
effect on the honest tax payers.
Penalising the honest tax payers
and rewarding the dishonest and
the crooks can never build a Na-
tion. Amnesty schemes amount
to a fraud on honest tax pay-
ers. The Shankar Acharya Com-
mittee Report — 1985 states

“We consider that a disclosure
scheme is an extraordinary measure,
meant for abnormal situations such as
after a war or at a time of National
erisis. Resorting to such a measure dur-
ing normal times and that too frequent-
by, wonld only shake the confidence of
honest tax payers in the capacity of the

Government to deal with the law breafk-
ers and wonld invite contempt for its en-
Sforcement machinery. We are convinced
that any more disclosure schemes wonld
not only fail to achieve the intended pur-
pose of unearthing Black money but
would have deleterious effect on the level
of compliance among the taxpaying pub-
lic and on the moral of the administra-
tion. We are therefore, strongly opposed
to the idea of the introduction of any
general scheme of disclosure either now
or in the future.”

No lessons learnt.

The government of India, it
appears, has determined not to
learn any lessons from its disas-
trous Amnesty game. In the wake
of reports of nearly $50 billion
(rs.25]lakhs crore) of Indian mon-
ey being stashed in Swiss banks and
other tax havens, the UP.A. Gov-
ernment is loudly thinking of in-
troducing one more Amnesty

scheme, in the hope of bringing
such money back to the country.
Business Line of 14-09-12 reports
that officials of the ministry of fi-
nance are floating the idea of in-
troducing an “Offshore Voluntary
Compliance Scheme on the lines
on V.D.IS. Various industrial bod-
ies such as FI.C.C.I and Assoch-
am have been strongly proposing
to the Finance Ministry to declare
an Amnesty scheme to encourage
the Black money piled in foreign
banks to be brought back.

There is a strong need for all
the patriotic citizens of India to tell
the Government to desist from
such a disastrous scheme and save
the few honest tax payers that are
left in the country. The frauds,
however high and powerful they
may be deserve deterrent punish-
aa

(The Author is National Co-Convener, SJM)

ment, in the national interest.
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SCRUTINY
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Report on Budget
Programme

wadeshi Research Institute

Kolkata organized a Seminar
on Union Budget 2012-2013 on
17" March 2012 from 4.30 PM.
to 7.00 PM. at Indian Chamber
of Commerce, 4, India Exchange
Place, Kolkata, Shti Yashwant Sin-
hajee, the Member of Parliament
and Chairman, Standing Commit-
tee of Parliament on Finance was
the Chief Speaker. Shri Subodh
Agarwal, a Chartered Accountant
and Vice President of the Institute
of Chartered Accountants of In-
dia was the Chief Guest, Dr. D. R.
Agarwal, Director of the Swadeshi
Research Institute, Shri R. K. Vyas,
Shri Kamal Somani and Shri Sub-
hash Saraf helped in conducting
the Seminar.

Shri Yashwant Sinhajee dwelt
at length on various economic as-
pects of the Budget Proposals. He
was of the opinion that Shri Pranab
Mukhetjee has been unable to man-

SWADESIRATRYA

age the Fiscal Deficit which has
been alarmingly high at 5.9 per cent
of GDP as against the target of
4.6 per cent in the Financial Year
2011-2012. According to him huge
borrowings of Rs.5.23 lakh crore
has led to inflationary situation in
the country and as a result higher
rate of interest and poor invest-
ment climate and ultimately lower
GDP growth of 6.9 per cent as
against the target growth of 9 per
cent. He was also of the opinion
that the Government has been func-
tioning in irresponsible manner and
it would be wrong to say that the
lower growth rate is solely due to
external factors. He further said that
the increase in Central Excise Duty
and Service Tax by two per cent
will put extra burden of Rs.45,000
crore on common man and will
lead to further price rise in couple
of months when the Government
will also raise the prices of Diesel

Increase in Central
Excise Duty and
Service Tax by two
per cent will put
extra burden of

Rs.45,000 crore on
common man.

and Petrol. Dr. D. R. Agarwal
mentioned that the lower rate of
growth in Agriculture and the Man-
ufacturing sector at 2.5 per cent and
3.9 per cent respectively is the in-
dication of marginalization of
these two sectors and the Service
Sector alone will not be able to
solve the rising unemployment
problem. The Finance Ministet’s
proposal to open multi brand re-
tail for FDI should be opposed
tooth and mail as it will destroy the
entire unorganized sector and will
create massive unemployment to
the existing self employed house-
hold. According to her him the
falling rate of domestic savings
and domestic investments coupled
with the current account deficit of
3.6 per cent is an indication to the
1991 type of BOP crisis. The vol-
atility in the exchange rate of Ru-
pee and the stock market is due to
hot money movement of Foreign
Institutional Investors and there is
an immediate need to control the
speculation in capital market and
the commodity market. There was
a very good presence of about 400
participants from C.A., Profession-
als, Advocates, Business, industry
and Media persons. There was ef-
fective reporting in most of the
electronic media and News Papers
and a whole hearted appreciation
by the participants. aa
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STUDY

Employment generation no more a priority

It is very surprising that in India unemployment issue has been pushed under carpet
and issues not related to hungry youth of the country are being put to the fore. The
comparative study of employment and unemployment during the regime of NDA vs
UPA is very interesting in this context. Vidyanand Acharya has put together some
| interesting figures and facts to represent his views on the issue.

Household and Population
* About 70 per cent of the

a relatively smaller household belonged to this age group.

households in India belonged to
the rural areas and accounted
for about 73 per cent of the
total population.

The average household size in
India was about 4.4. It was
about 4.6 in rural India and
about 4.1 in urban India. The
sex ratio (females per 1000 of
males) in India was 936. It was
947 in rural India and 909 in
urban India.

About 12 per cent of house-
holds in both the rural and ur-
ban areas were headed by fe-
males. Compared to all house-
holds, they had, on an average,

size (about 3.2 in ruralareasand ~ * In the rural areas, during 2009-

about 3.1 in urban areas) and a
much higher sex-ratio (about
1785 in rural areas and about
1808 in urban Among those
households having at least one
member of age 15 years and
above, about 5 per cent in the
rural areas and 10 per cent in
the urban areas had no usually
employed member of age 15
years and above.

The population in the age group
15-59 years comprised about 59
per cent of the rural males and
61 per cent rural females. In the
urban areas, about 66 per cent
cach of the males and females

10, about 71 percent of males &
53 percent of the females were
literate. The corresponding pro-
portions, in the urban areas,
were 84 percent & 74 percent.

Labour Force
*  to the usual status (ps+ss), about

56 per cent of rural males and
27 per cent of rural females be-
longed to the labour force. In
the urban areas, the correspond-
ing proportions were 56 per
cent of males and 15 per cent
for females.

During the period 2004-05 to
2009-10, the LFPRs according
to usual status (ps+ss) remained
almost the same for rural males
but decreased by about 6 pet-
centage points for rural females.
During that period, LFPRs ac-
cording to usual status (ps+ss)
decreased by about 1 percent-
age point for the urban males &
decreased by about 3 percent-
age points for the urban females.

Work Force

39 per cent of the population
in the country was usually em-
ployed. The proportion was 41
per cent in the rural and 35 per
cent in the urban.

gender differential in the work-
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er population ratio (WPR) was
distinct. The WPR for rural
males was 55 per cent while it
was 26 per cent for rural fe-
males. In the urban areas, it was
54 per cent for males and 14
per cent for females.

daily status rates were slightly
lower than the current weekly
status rates, which, in turn, were
slightly lower than the usual sta-
tus rates. The current weekly sta-
tus WPR was 53 per cent for
rural male, 22 per cent for rural
females, 54 per cent for urban
males and 13 per cent for ur-
ban females. The current daily
status rates were 50 per cent, 18
per cent, 52 per cent and 12 per
cent for rural males, rural fe-
males, urban males and urban
females, respectively.

the usually employed (ps+ss),
about 54 per cent of the rural
males and 56 per cent of rural
females were self-employed. In
the urban areas, corresponding
proportions were 41 per cent for
both males and females. In the
urban areas, about 42 per cent
of the usually employed males
and 39 per cent of the usually
employed females were regular
salaried/wage employees.
Between 2004-05 and 2009-10,
in the rural areas, WPR in the
usual status approach remained
almost the same for the males
and decreased by about 7 pet-
centage points for the females.
In the urban areas, the rates de-
creased by about 1 percentage
point for the males and 3 per-
centage points for the females.
In rural India, the proportion
of usually employed (ps+ss)
male workers engaged in the
agricultural activities declined
gradually from 81 per cent in
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1977-78 to 63 per cent in 2009-
10 whereas for the female
workers, the decline was less -
from 88 per cent to 79 per cent
during the same period.

urban India, the ‘trade, hotel and
restaurant’ sector engaged about
27 percent of the usually em-
ployed (ps+ss) male workers
while each of ‘manufacturing’
and ‘other services’ sector ac-
counted for nearly 22 percent of
them. On the other hand, among
the usually employed urban fe-
males, ‘other services’ sector

Highlights

*

NSS Report No. 537: Employ-
ment and Unemployment Sit-
uation in India, 2009-10 ac-
counted for the highest propot-
tion (39 per cent), followed by
‘manufacturing’ (28 per cent).
proportion of urban females
employed in ‘other services’ sec-
tor increased from 36 per cent
in 2004-05 to 39 percent in
2009-10 and the ‘agriculture’
sector revealed a fall in its share
by about 4 percentage points
during this period.

Unemployment Rate

*

unemployment rate (number of
person unemployed per 1000
persons in the labour force), ac-
cording to usual status (ps+ss),
was 16 in the rural areas and 34
in the urban ateas. It was 57 for
urban females, 28 for urban
males and 16 for both males
and females in the rural areas.

unemployment rates according
to the current daily status (cds)
approach are higher than the
rates obtained according to usu-
al status approach and weekly
status approach, thereby indi-
cating a high degree of intermit-
tent unemployment. The unem-

ployment rate according to the
current weekly status (cws) ap-
proach was 33 in rural areas and
42 in the urban areas. During the
period 2004-05 and 2009-10,
the unemployment rate in terms
of the usual status (ps+ss), re-
mained almost the same for ru-
ral males and decreased by 1 per-
centage point for urban males.
For rural females also it re-
mained almost the same where-
as for urban females it decreased
by 1 percentage point. In both
the rural and urban areas, unem-
ployment rate among the edu-
cated- (secondary and above)
persons of age 15 years and
above was higher than that
among those whose education
level was lower than secondary:
for usual status (ps+ss), unem-
ployment rate among the edu-
cated was 4 per cent for each
of rural and urban males while
it was 12 per cent for each of
rural & urban female.
unemployment rate was much
higher among the youth (15-29)
as compared to that in the
overall population. According
to the usual status (ps+ss), un-
employment rate among the
youth was 5 per cent each for
male and female in rural areas,
8 per cent for urban male and
14 per cent for urban female.
Among the educated youth
(age:15-29 years and level of
education: secondary and
above), the unemployment rate
was predominantly high in both
the rural and urban areas. Ac-
cording to the usual status
(ps+ss), the rates were 8 per cent
for rural males, 18 per cent for
rural females, 10 per cent for
urban males and 23 per cent for
urban females. Qa
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FOCUS

EU India FTA:
Need Transparency in the Negotiating Process

Even though many issues currently under negotiation viz. agriculture, government
procurement etc. fall fully or partially within the domain of state governments there is
no systematic consultation with the state governments. Similarly the Parliament is also

kept uninformed about the details of FTA, finds out K M Gopakumar

egotiation on Free Trade

Agreement (FTA) between
EU and India was started in 2007.
Since then, at least 14 rounds of
negotiations were held apart from
many working group and video
conferencing sessions. Even
though there were reports of big
announcement duting the 12 EU
India Summit regarding the FTA
there was no specific announce-
ment. However reference to FTA
is made in the Joint Statement.
According to the Joint Statement
there is substantial progress
achieved across the board on dif-
ferent areas. Further the joint state-
ment states that now onwards

“Commerce, Industry and Textile
Minister, Shri Anand Sharma and
European Trade Commissioner,
Mr. Karel De Gucht would mon-
itor the progress of these negotia-
tions for an early conclusion”.
However every one is not happy
with the speedy conclusion of FTA
with EU. Both political parties in-
cluding BJP and CPI (M) and busi-
ness associations like Society of
Indian Automobile Manufactures
(SIAM) came out openly against
the content and process of FTA.
The EU India FTA falls with-
in the new generation FTAs which
covers issues not only trade in
goods, services, agriculture and

intellectual property right (IPR) but
also investment, competition poli-
cy, government procurement,
which are currently outside the reg-
ulation of World Trade Organisa-
tion (WTO). This broad nature of
FTA itself is a matter of worry
because it eliminates or reduces the
policy space for government to
shape economic policies to meet
the development needs of the
country. Further, the immediate
enhancement of access to EU
market is not expected for Indian
exporters due to the ongoing Euro
zone crisis. As a result of the crisis
the EU Members are implement-
ing austerity measures and this is
to result in the shrinking of EU
market.. On the contrary EU in-
dustry would benefit from the
market access to India. Though the
Indian industry is expected to ben-
efit in leather, textile & garments
and through the movement of
professionals to work in Europe,
the actual extent of this compara-
tive advantage remains to be seen.
In fact EU has been negotiating
with other ASEAN and African
countries who are India’s compet-
itors in the global textile & gar-
ments market. However the moot
question is should India sign away
its development policy space for
gains in just a few sectors? Critiques
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Focus

also point out that movement of
professionals would not work out
in the expected line because visa re-
quirements within EU still falls un-
der the domain of internal security
of each Member State. Therefore,
the movement of professionals can
be blocked by stringent visa require-
ments. Similarly, language barrier
also might play an important role
in the movement of professionals.
EU has been aggressively de-
manding market access through
tariff cuts, opening up of FDI in
sectors like multi brand retail, and
the opening up of government
procurement. Further, EU has also
been attempting to maintain the
monopoly of their companies by
imposing high standards for the
protection and enforcement of
intellectual property rights (IPR).
Similarly EU demands nearly 50%
of reduction of tariffs on car,
which is currently @60%. Similar-
ly, EU also wants India to elimi-
nate tariffs on auto parts. If India
agrees to such demands, experts
think that it would undermine In-
dia’s effort to establish a globally
competitive automobile industry.
Further there are serious con-
cerns related to EU’s demand re-
lated to the opening up of govern-
ment procurement to EU compa-
nies. The government of India, like
other developing country govern-
mentsa, use government procure-
ment as a tool to provide incentives
to the domestic industry and in pat-
ticular, to micro, small and medi-
um enterprises (MSMEs). Govern-
ment procurement acts as an incen-
tive especially during the initial stage
of growth of any industry. Recent-
ly, in its new electronics policy, the
government of India reserved 20%
procurement from local SME sec-
tor. Such policies would not be
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compatible with EU’s demands of
opening up of the government
procurement to EU companies.
EU demands on IPRs are also
equally problematic and would af-
fect access to medicines, access to
knowledge and access to agro-
chemicals. EU demands propri-
etary rights on the clinical trial data
of medicines and agro chemicals
(data exclusivity). If granted, data
exclusivity would prevent the in-
troduction of the generic medi-
cines or agrochemicals during the
data exclusivity period i.e. 11 years
unless they conduct fresh clinical
trials. This would prevent compe-
tition through the introduction of
generic products and compromise
access to medicines and agro-chem-
ical at affordable prices. Similarly
some of the demands related to
copyrights would compromise ac-
cess to copyright protected mateti-
al including educational materials
especially in the digital format.
The most important worry
comes from India’s experience with
FTAs concluded so far. Except
three FT'As viz. Singapore, Sti Lan-
kaand SAFTA, India currently has
trade deficit with all other FTA
partners viz. the ASEAN, South
Korea, Thailand, Malaysia, and Ja-
pan. While the surplus turned into
a deficit after signing the FT'A with
Thailand, the trade balance has not
shown any sign of improvement
with the other four. India also hasa
trade deficit with the EU and thel-
TA may increase the deficit further.
The EU’s demands on IPRs
can also affect the marketing of
agriculture products. For instance,
EU demands a high-level geo-
graphical indication (GI) protection
for nearly 130 agricultural products.
Out of these 130, at least five Gls
are on cheese viz. Ricotta, Roque-

fort, Feta, Gouda, Camembert,
Emmental la ferme, and Flanders.
However, many Indian manufac-
turers including Amul has been
producing and marketing similar
cheeses under these names in In-
dia. If high-level protection is
granted Indian producers, of
whom many are very small-scale
producers, would not be allowed
to market these cheeses even by
saying ‘Indian made Gouda cheese.

The Joint Statement released
by EU and India admits that there
is substantial progress in the nego-
tiation. However, except a few
people no one is aware of the de-
tails on details of this progress. The
details of the FTA are supposed
to be spelt out in a Joint Report
by the Indian Commerce Minister
and his counterpart. However, this
document is not a public docu-
ment. There is a transparency def-
icit in India’s FTA negotiation pro-
cess. Even though many issues cur-
rently under negotiation viz. agti-
culture, government procurement
etc. fall fully or partially within the
domain of state governments there
is no systematic consultation with
the state governments. Similarly the
Parliament is also kept uninformed
about the details of FTA.

On the contrary, the EU’s ne-
gotiating mandate is coming from
its patliament. Further the patliament
is informed periodically about the
progtress of the negotiations. More-
over, parliamentaty ratification in
the EU is mandatory for imple-
menting this FT'A. Hence, it is high
time for the Indian political leadet-
ship to ensure transparency and ac-
countability in its FT'A negotiations,
especially in the FTA with the EU,
which has far reaching implications
for India’s future development. 01

(Courtse: Sunday India)
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RESOLUTION

“Water Options for India in a Changing Climate”

Akhil Bharatiya Pratinidhi
Sabha (ABPS) of Rashtriya
Swayamsewak Sangh (RSS)
in a resolution passed on 16-
18 March, 2012 in
NAGPUR, has strongly
opposed the evil designs of
the Central Government by
expressing its intentions to
hand over the control of
water distribution in the
hands of private monopoly in
the name of public - private
partnership. Resolution
describes Natural wealth of
the nation is sacred heritage
of all the living beings and
suggests that, “Our
approach, policy and
practices towards utilization
and conservation of these
resources should be based on
the principle of our long
sustained reciprocal
coexistence of entire living
universe, rather than being
based on short term motive of
private profits”. It further
stresses that, “We constitute
17 percent of the world
population and are
dependent upon 2.5 percent
of the earth’s land mass and 4
percent of fresh water. In view
of the above facts,
Government’s initiative
towards private monopoly
and commercial profiteering
in water which is one of the
sacred elements among the
“Panch-Mahabhootas”, is a
matter of grave concern’.
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On the eve of the World Water Day 2012, the South Asia Network
on Dams, Rivers & People (SANDRP) has published its new report:
Water Sector Options for India in a Changing Climate. The report
highlights that for the poorest sections, also most vulnerable in the cli-
mate change context, the water, food, livelihood and energy security,
closely linked with the environment security, is already getting severely
affected in the changing climate. It is well known that water is the medi-
um through which climate change impacts are most dominant. South
Asia is considered possibly the most vulnerable region in terms of num-
ber of people that would be affected by climate change impacts, and
within South Asia, India has the largest vulnerable population. The im-
portance of understanding the Water Sector Options in such a situation
cannot be underestimated. The report highlights the options for coping
and mitigating climate change challenges in water sector in India.

This report tries to capture the relevant issues for Indian Water
Sector in the context of changing climate. The 93+ix page report divid-
ed in 12 chapters (including on Rainfall, Himalayan Glaciers, Ground-
watert, Rivers, Floodplains, Wetlands and water bodies, Big Water Infra-
structure, Agriculture, Urban water options and Positive local water ad-
aptation cases). It includes a case study each on Organic Farming (by
Shripad Dharmadhikary) and on Forest-Agriculture settings in Western
Ghats (by Dr Latha Anantha and S Unnikrishnan).

The report concludes that Climate change offers a unique oppot-
tunity to revisit our water resources development and management Plans,
policies and practices. It also provides an opportunity to learn lessons
from past approaches to development and management in a credible
way. The purpose for a revamped water management strategy in chang-
ing climate could be that of equitable, sustainable, participatory, decents-
alised, democratic and transparent approach to water management; an
approach based on sound knowledge and data to make decisions. Fur-
ther, this approach would need to include a protection strategy for the
rivers, forests, wetlands, water bodies, biodiversity, critical ecological
habitats and groundwater reserves, as well as demand side management
measures, along with a definition of the clear linkages between these
domains. In water scarce situations, all demands cannot be sacrosanct,
and there is a need to prioritise the just use of water with right based
approach that includes right to drinking water, livelihoods and health.
The final chapter gives a list of recommendations in this context.

The opportunities provided by climate change are still within reach.
India, with the world’s largest water infrastructure also has the biggest
performance deficit in terms of what that infrastructure can deliver and
what it is delivering now. Groundwater is India’s water lifeline and oppor-
tunity beckons to make it sustainable, in the changing climate when de-
mands and losses would go up. Our foodgrains requirements and water
for the same would go up, but there are huge opportunities like increas-
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Resolution

‘Draft National Water Policy-2012 Needs to be Reconsidered’
Rashtriya Swayamsevak Sangh

Akhil Bharatiya Pratinidhi Sabha (ABPS)

16-18 March, 2012 (Nagpur)
RESOLUTION

Natural wealth of the nation is sacred heritage of all the living beings. Hence the Akhil Bharatiya Pratinidhi
Sabha is of the considered opinion that our water resources, soil, air, minerals, cattle wealth, biodiversity
and other such natural resources should not be treated as means of commercial profit. Our approach, policy
and practices towards utilization and conservation of these resources should be based on the principle of our
long sustained reciprocal coexistence of entire living universe, rather than being based on short term motive
of private profits. We constitute 17 percent of the world population and are dependent upon 2.5 percent of the
earth’s land mass and 4 percent of fresh water. In view of the above facts, Government’s initiative towards
private monopoly and commercial profiteering in water which is one of the sacred elements among the
“Panch-Mahabhootas”, is a matter of grave concern.

In the recently circulated draft National Water Policy — 2012 of the Central Government while describing
water as the basis of life, has very cleverly incorporated the formulations and models of the World Bank and
MNCs. This clearly manifests the evil designs of the Central Government. The proposals in the new draft on
water policy regarding increase in water and electricity tariffs in the name of rationalizing consumption of water
and also making it cost based, will only make water scarce for ordinary people and will pave the way for earning
massive profits by the corporate engaged in water trade. As suggested by the World Bank, attempts at handing
over the control of water distribution in the hands of private monopoly in the name of public-private partner-
ship, indicates the intentions of handing over this vital basic necessity of life totally in the control of private
ownership and to a large extent foreign multi-national corporations. Experiences of private monopoly of water
across the world have not been satisfactory with respect to the quantity and quality of water supply, regularity
of supplies and tariffs. By accepting water as a tradable commodity or as an economic good in the water policy,
the Government is in fact supporting the logic of those international business consultants who view privatiza-
tion of water as booming trade opportunity worth billions of dollars in Bharat and other developing countries.

ABPS is of the opinion that water is life line for our entire living world. Therefore, rational water resource
management ensuring availability of pure water to each and every citizen, appropriate water supply to
agriculture and different meaningful economic activities at proper rates are administrative imperatives for the
Government. Serious debate and deliberations from village panchayats to top level regarding the National
Water Policy, changes in land utilization and other basic issues concerning management of natural wealth,
should form the first priority of the Government while formulating the policies.

In such a scenario, the Akhil Bharatiya Pratinidhi Sabha calls upon all the countrymen to desist them-
selves from misuse, wastage and all those activities which pollute this divine gift of nature. They should leave
no stone unturned in the conservation of water. The Pratinidhi Sabha also expects from the Government that
instead of handing over natural wealth like water in private monopoly, it should adopt all appropriate measures
to ensure water conservation, harvesting and proper management. In view of the growing demand, effective
steps like reprocessing, desalination and optimum utilization of river water should be taken for easy availability
of water. For conservation and augmentation of major sources of water it is necessary to curb pollution in
sacred rivers like Ganga and Yamuna. It is also equally important to take effective steps for revival of the
ancient river Saraswati. The Government should also call upon the society, social organizations and Dharma-
charyas to co-operate in this endeavour. With respect to the National Water Policy draft, the Pratinidhi Sabha
also cautions the Government that if it accepts the recommendations of the new water policy document in toto
and makes the water tariff cost based to ensure private profit out of it, then it would have to face public wrath.Q

ing soil moisture holding capacity,
taking up chauka systems in graz-
ing lands, organic farming, System
of Rice Intensification, also appli-
cable to other crops on the one
hand and water saving crops like
millets on the other. Glaciers are
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melting, the IPCC glacier-gate not-
withstanding, but we have the op-
tions of creating large number of
local storages and also using un-
derground aquifer storage space.
Urban water demands are going
up and will put greater pressures

in future, but we also have the slew
of hardly explored options includ-
ing local water harvesting, protec-
tion of local water systems, achiev-
ing proper sewage treatment and
recycling, participatory governance,
among others. Qa
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DOWN THE MEMORY LANE
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In the Divine Company of
Revered Dattopant |i

t was in the year 1990 that I got
Iopportunity to see Rev. Dat-
topant ji in Jodhpur for the first
time. In 1992, I listened to his ef-
fortless, but stimulating Boudhik in
the third year of Sangshiksha Varg
at Nagpur for two consecutive
days. He also delivered an Infor-
mal talk there on another day. And
concluding speech of third year
Sangshiksha Varga which is nor-
mally delivered by Poojniya Sar-
sanghchalak ji was also delivered by
Rev. Thendgi ji due to indifferent
health of P.P. Balasahab Deoras.

In 1998 state conference of
BMS was to be held in Abu Road
Rajasthan. Thengdiji had to stay
there for entire period of the con-
ference. I was working in Abu
Road and was in close contact of
BMS activists. An intense feeling to
host Thendgiji at my residence
overtook me with the fast ap-
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proaching dates of the BMS con-
ference. But I did not express it to
anybody. Meanwhile we were in-
formed that Thengdi ji will be stay-
ing at the guest house.

Just a couple of days before
the conference Sachin ji, the Gen-
eral Secretary of BMS Abu Road
visited my house along with Sh.
Shyam Sunder Sharma, the state
Vice President of BMS. They
wanted to change the staying ar-
rangement of Rev. Thendgiji and
were seeking my permission to
organize it at my residence. For me
it was a God send opportunity. In
fact, it was the proof that God lis-
tens to silent prayers.

Thengdi ji reached Abu Road
on 10" September 1998. My en-
tire family was both jubilant and
strained to host such an important
national personality. We all received
Thengdi ji at Railway Station and

escorted him to our residence.

Soon after entering the house
Dattopant ji sought introduction
of every family member. He
checked the house to see what is
where and gave certain clear in-
structions with regard to his stay
and eating and sleep. By this ges-
ture all our anxiety vanished. What
remained was the treasured bliss
of his divine company. Even
though his health was ostensibly
good, I still enquired as a matter
of physician’s curiosity. His reply
was brief and to the point Gust
fine’, he said adding that only trou-
ble was some hardness of hearing
for which he was using the hearing
aid. After dinner he asked me at
what time did I wake up in the
morning? When I replied “At 5
a.m.” he was again straight, “don’t
wake me”. I will get up and in-
form you. Elaborating it a little, he
continued, I am not able sleep in
time; I have to read till I fall asleep
and get up accordingly. He there-
after took some books from my
collection and started reading.

In the morning all of us in-
cluding my 90 year old grand-
mother and 3 year old son were
waiting eagerly for this great man
to get up. After his morning ablu-
tions and breakfast, he glanced
through my book collection. He
would ask me about every book
and make a comment also. When
he Saw “Bharat Ka Punarjanam”
by Yogi Arvind, he took it in his
hands and asked, “Have you read
it”. I replied in affirmative. It is an
important book, he commented.
Seizing the opportunity I asked a
question that we at SJM display
portraits of both Gandhi ji and Sri
Arvind With respect, but Sh. Arv-
ind in this book has been a strong
critic of Gandhi ji. Thengdi ji ac-
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Down the Memory Lane

cepted it and said ‘yes’ you are right. This is illustration
of esteemed people, he continued and revealed that
something similar had happened with him also. It was
an incident of early sixties. P.P. Shri Guru ji was on a
visit. To Bhopal, he recalled. Few days before the vis-
it, I criticized Mahatma Gandhi in very strong words,
Dattopant ji continued. This statement got published
in Newspapers also.

During the visit of Sh. Guruji when I met him,
Guru ji commented on these published reports. “Your
big statements are being published”. Knowing about
the strong opinion of Shri Guruji regarding Gandhi
ji, I was feeling flattered, Dattopant ji is added. Sud-
denly Guruji became serious and remarked, “Being
head of RSS, I have to express my opinion considet-
ing the larger interest of Hindu Society in mind. Oth-
erwise for next 100 rebirths Mahatma Gandhi will
remain respected for us.”

I realized the mistake. It was justifiable for Yogi
Arvind to critise his contemporary Gandhi ji but for
us both of them remain distinguished and respected.

During the day I got another opportunity to ask
Thengdi ji, how he remained so calm in spite of so
many problems and engagements?

Dattopant ji replied as follows:-

“Yes problems do remain. But I believe that every
person has a restricted capability to think. This varies
from person to person. For some it may be 30 to 40
minutes and for others it may extend a little more.
But, No one can think beyond his competence. Ac-
cepting this fact of life, I divide problems into three
categories. First, those which have no solution for the
time-being or no solution at all. Second type of prob-
lems is those which can be solved in future only when
the right time for that comes.

I don’t think over both these varieties of prob-
lems. Again, I spend a predetermined time slot on
issues that can be solved now. Once I take a consid-
ered view, then I don’t waste time on useless recon-
siderations. My Uncle/Mama ji used to say that those
who claim to think for days together are actually do-
ing “Japa”, reciting same thing repeatedly.”

I further asked thengdi ji how differences crop
up among the people who believe in similar objective.

Dattopant ji replied:- this problem has some-
what aggravated in last 10-15 years. Reason is the
impatience of our Adhikaris. When some opportun-
ist sympathizer praises any senior person in an aber-
rant manner to gain sympathetic audience, the flat-
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Our anxiety vanished. What
remained was the treasured
bliss of his divine company.

tered Adhikari listens to his supposed criticism with a
pinch of salt. Without counter checking with the con-
cerned colleagues he tends to make an opinion about
the person and at times makes certain unnecessary re-
marks. This becomes a chain of counter-criticism.

Now in such a situation a mature person has
only two options. One; undiluted faith on his col-
leagues. If you have such a firm faith you will instant-
ly stop the mischief maker. Second alternative is to
listen patiently what is being conveyed, make no com-
ments and contact the person concerned and sort out
the issues. Constant Vigil is the only way to ward off
such people, asserted Dattopant Thengdi.

In the afternoon a group of local workers came
to meet Thengdi ji. They talked about the public pro-
gramme scheduled for that evening.

Thendgi ji first sought the thorough introduc-
tion of every worker. Asked everyone to be unhesi-
tatingly close to him and enquired about the public
programme. In his enquiry he was actually guiding
them in several niceties of such events.

He asked if anyone was presiding over the pub-
lic function and guided to call him first on the stage
and also seat him most prominently in middle. Even for
lighting the lamp, the petson presiding over must be invited
first. In fixing the serial of speakers our own organisational
speaker must be asked to speak last.

No one must speak after him. Even the stage sec-
retary must speak very little after that so as to ensure
that people remain focused on the issue propounded.

Lastly I asked another question. You have been
in Sangh work from its very inception. Do you be-
lieve that the work is going on in the manner it was
thought and do you believe that we will achieve the
goal? Thengdi ji replied with firm conviction and as-
sured passion. “Without an iota of doubt Sangh is doing
its job as was planned. He continued with same firm-
ness, “Sangh will certainly achieve its objective. Not only
because we are working for it, also because it is God’s
desire. And God is desire is always fulfilled”. Qo

Dr. Ranjit Singh
Member, Central Working Committee, SJM
(Translated from Hindi)
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NATIONAL

Food bill to cover just 66% hungry

Government has provided for just Rs 79,800 crore
in the proposed draft National Food Security Bill
as against Rs 1.85 lakh crore needed every year
to provide 24 crore households with adequate
monthly food grains. That is about only two-thirds
of what is actually needed.

With 230 million people under-nourished, the
country awaits some comprehensive policy inter-
vention from the government to tackle this haunt-
ing crisis. One of the most logical measures would
be to provide a fixed amount of foodgrain to all
citizens. The Center for Budget and Governance
Accountability (CBGA), a Delhi-based think tank

has crunched all the numbers. It would take Rs
1.85 lakh crore every year to provide 24 crore
households with adequate monthly food grains.
This assumes that each household will be sold
23 kg rice at Rs.3 per kg, about 12 kg wheat at
Rs.2 per kg and millets at Rs.1 per kg every month.

At present, the monthly food subsidy provid-
ed by the government is about Rs. 60,573 crore
(as per 2011-12 Budget Estimates). So the gov-
ernment will have to mobilize Rs 1.25 crore in
addition to this. But there are no budgetry alloca-
tion for this inrecently presented Budget for the
year 2012-13. Q

Bid to align Takeover Code, FDI cap

With the Securities & Exchange Board of India
(Sebi) refusing to provide a special dispensation for
foreign investors, the government has found a solu-
tion for companies to deal with the new Takeover
Code while staying on the right side of the FDI
cap for several sectors. The new rules mandate an open
offer for an additional 26% stake by an entity buying
more than 25% stake in a listed company. As a result,
sectors such as civil aviation, where up to 49% FDI is
permitted, will be affected by the move.

Opverseas investors looking to acquire stakes in
listed Indian companies operating in sectors where
FDI is restricted at 26% or 49% will be advised to
first acquire shares from the public through an open
offer and then tap promoters to buy additional stakes
according to published media reports.

So, a foreign investor who wants to buy 26%
stake in, will first have to make an open offer. If the
investor manages to acquire say 20% from the public,
it will have to buy the rest from the promoter.

| was offered a bribe of Rs. 14 crore

The Army Chief, General V.K. Singh, has alleged
that an equipment lobbyist offered him a bribe of Rs.
14 crore, which he reported to Union Defence Min-
ister A.K. Antony. In an interview, General Singh spoke
on a variety of issues, including the controversy sur-
rounding his date of birth and the “shocking” state
of affairs in the Army which had allowed the Chief
to be offered a bribe.

The General said the lobbyist offered him the
bribe in order to have a tranche of 600 sub-standard
vehicles of a particular make cleared for purchase.
He said the vehicles, 7,000 of which were already in
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use in the Army, had been sold over the years at ex-
orbitant prices with no questions asked. He said there
was no proper facility where they could be serviced
and maintained and yet they continued to be sold to
the Army: “Just imagine, one of these men had the
gumption to walk up to me and tell me that if I
cleared the tranche, he would give me Rs. 14 crore.
He was offering a bribe to me, to the Army Chief.
He told me that people had taken money before me
and they will take money after me.”

The Army chief said the brazenness of the act
shocked him out of his wits. “I was shocked. If some-
body comes and tells you, you will get so much, what
can you do?” He said the man had recently retired
from the Army, indicating how deeply entrenched the
problem was. The General said he went straight to
Mr. Antony and reported the matter. “I told him, if
you think I’'m a misfit, I will walk out.”

‘Change in law not to reopen old cases’

Finance Minister Pranab Mukherjee assured the
industry that the government will neither be “vindic-
tive”, nor behave like a “policeman”.

“I can assure the industry that there is no inten-
tion of opening plethora of the old cases on this plea
or that plea because that is simply not permissible
(under the laws),” he said in response to a question at
CII’s post-Budget meeting;

At the session, the industry made clear its appre-
hensions over amendment to the Income Tax Act,
which among other things propose opening up of
cases involving overseas fund flow for 16 years be-
sides pushing amendments that date as far back as 50
years to ensure that M&A deals such as Hutch-
Vodafone are taxed in India.
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Telenor seeks Rs. 70,000 crores from govt

Telenor seeks arbitration, claims damages of
$14bn from govt in 2G case. Telenor, which holds
a 67% stake in Unitech Wireless, is engaged in a
separate legal battle with its Indian partner Unitech.
Norwegian telecom operator which faces the pros-
pects of its Indian joint venture losing 22 2G mo-
bile licences due to the Supreme Court order,
served a notice on the government, threatening
international arbitration and claiming damages of
nearly $14 billion (around Rs 70,000 crore).
Telenor invoked the provisions of India’s Com-
prehensive Economic Cooperation Agreement

(CECA) with Singapore to slap a notice seeking a
solution from the government within six months
or drag the matter for an international arbitration
for failure to protect its investment.

In its notice, the telecom firm said that it in-
vested in India based on licences issued by the
government “in accordance with their own policy
and process” and cited approvals from the For-
eign Investment Promotion Board and the Cabi-
net Committee on Economic Affairs (CCEA) to
argue that it had complied with the laid down pro-
cedure. O

Defending retrospective amendments, he said it’s
a constant practice not only “in India but in most oth-
er countries” . On the Vodafone-related amendment
, he said while there was apprehension that all cases
could be opened from the date of enactment of the
Act, it would not be so as there are other provisions
in the Act and under no circumstances the cases could
be opened beyond a period of six years.

Naxal-Drug cartel nexus

Illicit drug trade especially cultivation of Opium
is fast emerging as an easy source of revenue for
Naxal groups from Jharkhand to Andhra Pradesh
which is suspected to be used for purchasing of arms
and ammunition by the Left wing extremists.

According to officials engaged in counter-Left wing
terrorism, Naxal groups have entered into an under-
standing with drug cartels for cultivation of opium and
the crop is handed over to them which is later convert-
ed into Heroin & smuggled outside the country.

The Narcotics Crime Bureau has provided vital
information to central para-military formations in
Jharkhand, Chattisgarh, Andhra Pradesh and Jharkhand
about the cultivation of opium in the dense forest ar-
eas following which some raids have been conducted.

Opium cultivation has become a new headache
as “‘we cannot take any action against the villagers who
are doing it. We only give the location to the Narcot-
ics Control Bureau and the state police to take action.
We are only liable to lodge an FIR with the local po-
lice,” Singh said.

Trade in local currencies

Moscow and New Delhi will switch to trading
in domestic currencies in three years, the chairman of
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Russia’s largest state development bank said.

“With China it took us three years to (evolve)
from initial conversations to trading in local curren-
cies,” VEB Chairman Vladimir Dmitriev told report-
ers on the sidelines of the BRICS summit of emerg-
ing world powerhouses - Brazil, Russia, India, China
and South Africa.

“I think we will meet similar terms with India,”
he said. The agreement will be to use bill of credit as
its key instrument, Dmitriev said, a form in which
“partners trust each other”.

Dmitriev said Russia was considering to switch
to trading in local currencies with other BRICS part-
ners, which could take some time because of certain
technical conditions.

Church of South India is a Company

The Madras High Court has stated that the
Church of South India is a company and is liable to
submit its accounts for inspection to the Registrar of
Companies. The CSI had registered itself as a com-
pany under the Companies Act, in 1947- 1948. The
order to this effect was passed recently by Justice S
Rajeswaran, following a complaint lodged by John S
Durai, a CSI member. The petitioner alleged that CSI
was misusing the funds under foreign exchange ac-
count. The writ petition filed by Durai sought for a
directive to scrutinize CSI accounts.

Justice Rajeswaran said that the CSI was indeed
a registered company. He said, “Only after getting
clearance from the Ministry of Corporate Affairs the
impugned action has been taken under the provision
of law...The contention of the CSI counsel is of no
merits and the proceedings cannot be questioned at
all by the CSI Trust Association.” aa
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GM food banned in Monsanto canteen

Monsanto, the biggest promoter of genetically
modified food, was hoist with its own petar when it
was disclosed that it has a staff canteen in which
GM produce is banned. Monsanto, the biggest pro-
moter of genetically modified food, was hoist with
its own petar when it was disclosed that it has a
staff canteen in which GM produce is banned.
The firm running the canteen at Monsanto’s
pharmaceuticals factory at High Wycombe, Buck-
inghamshire, serves only GM-free meals, Friends
of the Earth said. In a notice in the canteen, Sutc-

liffe Catering, owned by the Granada Group, said
it had taken the decision “to remove, as far as
practicable, GM soya and maize from all food prod-
ucts served in our restaurant. We have taken the
above steps to ensure that you, the customer, can
feel confident in the food we serve.”

Monsanto confirmed the position. “Yes, this is
the case, and it is because we believe in choice,”
said the company’s spokesman, Tony Coombes. But
employees at Monsanto’s agribusiness plant at Cam-
bridge were happy to eat GM produce, he said. O

Tiny nations woo Indians

Small countries, even cities, are now going all out
to attract Indian tourists. So, while the UK, USA and
big European nations continue to corner a hefty share
of tourists from India, countries like Croatia, Fiji, Trin-
idad & Tobago and Uzbekistan are using regular pro-
motions and campaigns to catch the desi travellet’s eye.

Travel experts say that these little-known places
are gradually being explored by those who have al-
ready been to major holiday destinations and are now
looking for new locales. Last week, Japan held a three-
day open air campaign at a local mall to showcase the
country for travellers and tour operators. The coun-
try, primarily a business destination for Indians, is now
trying to get more Indian tourists. All Nippon, a Japa-
nese carrier, is offering a return ticket for almost half
the usual rate. Far-flung places like Peru, Argentina, Slo-
venia and Jordan have also been holding regular pro-
motions in the past three years. Iraqi Airways, which
had stopped operating from Mumbai two decades ago,
will resume direct flights from the city in October.

India, South Korea boost ties

India and South Korea have targetted doubling
their annual trade to $40 billion by 2015, even as they
boosted defence ties and signed a pact to ease visa
norms to promote greater business and people-to
people to contact.

“Bilateral trade has risen by 65 percent over the
past two years since the implementation of our Com-
prehensive Economic Partnership Agreement. We
have therefore set a new target of $40 billion by 2015,”
Indian Prime Minister Manmohan Singh said at a joint
media interaction with South Korean President Lee
Myung Bak after their talks here.

The talks, Manmohan Singh said, were “aimed
at adding momentum and substance to our Strategic
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Partnership. Noting that the two countries had agreed
to expand political and security cooperation, the prime
minister said: “With this objective in mind, I informed
President Lee of India’s decision to position a de-
fence attache at our embassy here in Seoul before the
end of the yeat.”

Referring to South Korea hosting the Nuclear
Security Summit, Manmohan Singh said he requested
President Lee “for Korea’s support to India’s quest
to join international regimes such as the Nuclear Sup-
pliers Group, the Missile Technology Control Group,
the Australia Group and the Wassenaar Arrangement”.

“India has also offered to launch Korean satel-
lites on Indian space launch vehicles,” the prime min-
ister said. He also invited President Lee to visit India.

South China Sea: Beijing warns Delhi

Terming the South China Sea as a disputed region,
China has warned India to refrain from undertaking oil
exploration in the resource-rich Vietnamese blocks in
order to ensure “peace & stability” in the area.

“The atea is disputed one. So we do not think
that it would be good for India to do (explore oil)
that,” Deputy Director General of Asian Department
in Ministry of Foreign Affairs Sun Weidong said.

Asking New Delhi not to get involved in the
“disputes”, the top Chinese Foreign Ministry official
said the sovereignty of the islands in the region was a
major issue and India should not carry out oil explo-
ration till resolution of the vexed issue.

When reminded about commercial nature of
India’s oil exploration in the region having huge oil
and gas reserves, Sun said the issue was “very com-
plicated” and China was trying its best to find a peace-
ful solution to the problem.

Asked why China was objecting to India’s ex-
ploration projects in the Vietnamese oil blocs when
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BRICS pushes for a multilateral bank

Leaders from the five BRICS countries will kick
off a plan to put together a development bank on
the lines of the World Bank and the Asian Devel-
opment Bank even though they have not managed
to reach a common ground on currency deal amid
fears of being swamped by Chinese yuan.
Government officials said that a joint working
group will set up to look at the feasibility of having
a development bank, a proposal being pushed by
India, which has the backing of all members. “There
are many development banks and to have another
one which will be useful, you need to have a solid
portfolio of joint trade and investment projects. It
is too early to comment on details,” said Russian

economy minister Elvira Nabiullina.

World Bank president Robert Zoellick said
that the BRICS development bank would com-
plement efforts of his institution but cautioned
that establishing a new bank is a complicated
venture.

The group that first met in 2009 and borrows
its name from the term coined by Goldman Sa-
chs’ A bulk of the joint statement was devoted to
blocking protectionist threat from the developed
countries and also said that policy coordinated
action was needed to boost economic growth that
has been hit by a slump in Europe and slow re-
covery in the US. Q

Chinese companies were involved in carrying out in-
frastructure projects in Pakistan-occupied Kashmir
(PoK), the top official in-charge of India affairs said
both the issues are “totally different”.

‘Pak using militant groups against India’

Pakistan has an “addiction” of “playing around”
with militant groups against India, a top Pentagon
official has said.

“They have an addiction to playing around with
militia groups to achieve certain interests, particularly
vis-a-vis India. That gets them in all kinds of trou-
ble,” Michael Sheehan, Assistant Secretary of Defence
for Special Operations/Low-Intensity Conflict, told
lawmakers at a Congressional hearing,

Responding to questions, Sheehan said the US
has been having discussion with Pakistan in this re-
gard, but without much success.

“We’ve had these conversations with them for-
ever about that. I don’t see that changing. I don’t see
any set of talking points that’s going to be delivered
by some new diplomat that’s going to change their
mind,” Sheehan said, adding the US has virtually “given
up” in its effort to change the mindset of Pakistan
with regard to India.

“It’s the way they view the world. We have to
understand the way they view the world and try to
work through it. But it’s not going to be easy, but I
think at the end of the day we have been successful in
the FATA in degrading al-Qaeda over the last 10 years
despite all these problems.

“And I think that we’re going to continue to work
through it and hopefully again have another 10 years
of success in degrading al-Qaeda’s strategic capability
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in the FATA and elsewhere,” Sheehan said

Political disruptions that hit trade flow

India pitched for avoiding political disruptions
that create volatilities in global energy markets affect-
ing trade flow as the BRICS Summit began here to
discuss ways to enhance intra-BRICS trade and re-
view the situation in the region. He also urged mem-
ber countries to speak in one voice on key issues such
as UNSC reforms.

The Summit is being attended by Brazilian pres-
ident Dilma Roussef, Chinese president Hu Jintao,
South African president Jacob Zuma and Russian
president Dmitry Medvedev besides Singh.

The BRICS (Brazil, Russia, India, China and South
Africa) represent over 40 per cent of the world’s
population and the leaders of the five countries dis-
cussed ways to enhance intra-BRICS trade and re-
view the situation in the region.

The BRICS nations had during their last summit
in Sanya in China signed a framework agreement to
enable them to grant credit in local currencies.

Though the BRICS countries have sharply vary-
ing political systems, they share some common geo-
political, economic and trading interests.

BRICS has no fixed agenda, but on certain is-
sues like reform of the United Nations; greater rep-
resentation in Bretton Woods institutions; managing
global financial crisis and boosting intra-BRICS trade
and cooperation, they mostly have common positions.

BRICS account for 26 per cent of the world’s
landmass and 42 per cent of the global population,
including India and China, two of the world’s most
populous countries. Qa
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US takes India to WTO

The US has launched a case against India at WTO,
charging that its ban on poultry imports — imposed to
prevent avian flu — violated global trade rules. The move
comes as the Obama administration has become more
aggressive on trade enforcement, recently establishing
a new taskforce across government agencies to co-of-
dinate litigation efforts. The move marks the fifth time
the US has brought a WTO case against India and the
first under the Obama administration.

In a statement, Ron Kirk, the US trade represen-
tative, said India’s ban on poultry meat and chicken
eggs, imposed in 2007, was “cleatly a case of disguising
trade restrictions by invoking unjustified animal health
concerns”. Mr Kirk said he was confident that the WTO
would rule in favour of the US and declare the ban to
be “unjustified”. “Opening India’s market to American
farmers will promote jobs here at home, while also pro-
viding Indian consumers with access to high quality,
safe US products,” he said.

According to estimates published by the National
Chicken Council in the US, the Indian poultry market
is expanding by 8 to 10 percent every year and could
potentially lead to annual US exports of $300m, if the
ban were lifted. The US has frequently clashed with some
of its biggest trading partners, including the European
Union, over the past decade on poultry exports. Most
recently, the Obama administration filed a WTO case
filed against China last year challenging its imposition of
trade remedies against American poultry exports.

U.S. tech groups alarmed by India
purchasing plan

Leading software and technology companies have
pressed President Barack Obama’s administration for
quick action on Indian government policy that they said
threatens exports to the fast-growing economy.

The Business Software Alliance, Telecommunica-
tions Industry Association and other groups said in a
letter to the US Trade Representative Ron Kirk that
they were “deeply concerned” by a plan that would re-
quire the Indian government to give domestic electron-
ic goods preferential treatment in its purchases.

Department of Information Technology plan also
covers “products that have undefined ‘security implica-
tions”” and potentially software, the groups said.

A copy was also sent to Secretary of State Hilary
Clinton and Commerce Secretary John Bryson, who is
leading a trade mission to India later this month to ex-
plore opportunities for U.S. companies to take part in
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infrastructure projects. The United States has run in-
creasingly large trade deficits in advanced technology
products in recent years, unlike the surpluses that were
typical in the 1990s. Last year, the advanced technology
trade gap was $99.3 billion. While India is a growing
market for variety of US. exports, imports from the
sub-continent have grown even faster. The U.S. trade
deficit with India hit $14.54 billion in 2011, as exports
rose to $21.63 billion and imports to $36.17 billion.

China: US trade bill against WTO rules

China’s Commerce Minister Chen Deming has
reacted against a U.S. bill that targets subsidized Chi-
nese products. The Minister notes China will not adjust
the value of its currency to compensate for Washing-
ton’s failure to tackle its own trade deficit.

Chen Deming made the remarks after the passing
of the bill by the U.S. House of Representatives, which
effectively allows the government to impose countervailing
duties on products from China and Vietnam.

The U.S. Congress has passed a controversial bill,
to restore the U.S. Department of Commerce’s capabil-
ity to impose duties on goods that they claim to have
enjoyed government subsidies, from so-called “non-
market” economy countries. The bill effectively over-
turns a federal court ruling last December. The legisla-
tion now needs to be signed off by President Barack
Obama, before becoming law.

I believe this behaviout, this bill, contradicts both
WTO rules and U.S. laws.” C hen said. he says the gov-
ernment will spare no efforts in protecting Chinese busi-
ness interests, including using WTO rules and dispute
resolution mechanisms.

U.S., EU, Japan take on China at WTO

The United States, Europe and Japan joined forc-
es to challenge China’s restrictions on exports of rare
carth minerals critical to the manufacture of advanced
technology. In a formal complaint to the World Trade
Organization, the three trade powers accused Beijing
of trying to hold down prices for its domestic manufac-
turers and to pressure international firms to move op-
erations to China.

Rare earths are crucial for the defense, electronics
and renewable-energy industries and are used in a range
of products such as the iPhone, disk drives and wind
turbines. Beijing said the export curbs are necessary to
control environmental problems caused by rare earth
mining and to preserve supplies of an exhaustible nat-
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