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Letters

Launching Agni-V

Launching of Agni V missile by DRDO is very gratifying, a matter
of great pride for all of us. This besides boosting the confidence in Indian
defence structure will go a long way in requiring much desired dignified
position in the world community. This will also determine to a great
extent India's role to influence the decisions in combating numerous
problems confronting the world today.

Missile proliferation though does not auger well for a better future
for the mankind but what to do when on the one hand your security and
integrity is being challenged from the immediate neighbourhood and on the
other hand the overall scenario is of subjugation and coercing by the
mighty ones. War for the sake of peace has been the dictum of those who
are most powerful as on date.

What I intend to convey is that while progressing militarily and
gaining confidence, we should always strive for an independent policy as
was envisaged by the founding fathers of independent India. Though non-
alignment movement does not exist any more yet there is dire need to
steer clear of groupism and factionalism. Our progress may not be at the
desired pace but it should never be at the cost of our integrity and taking
bold independent decision at international level.

We are indebted to the sagacity of the founding fathers that made
us one among the top five nations of the world. Credit goes to the
dedication of Dr Homi J Baba and other scientist for taking us to the
great heights in the space.

The successful launch of Agni-V missile will give another dimension
to Indian security. With its launch India has entered the elite club of
nations possessing such a missile. The defense analysts believe that it will
act as a deterrent against China who is presently flexing its muscles to
dominate the world politics. The launch will not only give a boost to
defense technology in the country, but an encouragement to the scientific
community involved in the project. The missile has established itself as
a powerful weapon which could target as deep as 6000 Kms. It can hit
Beijing, the capital of China. It may have o go further a test before it
is finally inducted in the Indian Army. Once it is handed over to the Army,
it can prove a game changer. India has produced it only to act as a
deterrent, and not to intimidate neighbouring countries. India believes in
mutual co-existence, and neighbourly relations.

— Puneet Sharma, Jammu
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Quote-Unquote

Their “who are you to question
us” attitude is an insult to the
constitution.

Anna Hazare

Social Activist.

Rahul Gandhi is ineligible to be-
come the Prime Minister. There
is a law in our constitution that
would render him ineligible. [ will
keep the law a secret till that
moment comes.

Dr. Subramanian Swamy
President Janta Party

Futureconomics or the econom-
ics of future, is based on people
and biodiversity and not on fos-
sil fuels, energy slaves, toxic
chemicals and monocultures.
Dr. Vandna Shiva

Environmentalist.

Crores of his fans would've liked
to call him ‘Bharat Ratna’ Sachin
Tendulkar. He will now only be
Sachin Tendulkar, MP.

Bal Thackeray

Shivsena Supreme
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FDI from Pakistan

Habitual invitation to the trouble

“The great enemy of the truth is very often not the lie, deliberate, contrived
and dishonest, but the myth, persistent, persuasive and unrealistic.”
— (John F. Kennedy)

Union Finance Ministry has agreed to amend the Foreign Exchange Management Act (FEMA) to
allow foreign direct investment from Pakistan into India. On April 13, after a meeting with visiting Pak
federal minister Makhdoom Amin Fahim, Commerce and Industry Minister Anand Sharma announced
an "in-principle decision" to allow Pak business to invest in India. Allowing FDI from Pakistan is projected
to go a long way in strengthening economic ties between the two unfriendly countries. A section of
‘'opinion makers' has always been there in India who have constantly pleaded a gracious behavior by
India to ensure survival of a Islamic Republic of Pakistan. These people have from the very beginning
advocated acceptance of every cost, social, political & economical, in the name of 'restraint, in our
dealings with Pakistan. Beginning from Gandhi Ji who decided to go on fast unto death to compel the
Dominion Government to pay the sum of Rs 55 crores to Pakistan, the payment of which was emphatically
refused by the Government as early as January 1948, including the first Prime Minister of India Jawahar
Lal Nehru, who among several other things forced a Pakistan-favourable Indus water treaty on the
country. There has been a fallacious understanding in Indian establishment that a stable and secure Pakistan
is responsibility of India. In blind bind & obscurantist adherence to this misplaced belief these self
proclaimed peaceniks refuse to acknowledge that existence of Pakistan-the illegal outcome of divisive
"Two Nation Theory' is a major and more serious threat to pluralistic democratic and secular India then
segregated splinter states that make it. FDI from Pakistan, a country that is imploding under sectarian
violence can't be treated at par with investments from any other country. Apologists of enhanced Trade
relations with Pakistan have failed to advance any convincing argument in favour of their perception.
The only to-some-extent persuasive argument put forward is that peace between the two countries will
save precious scarce resources of both these countries and India can pursue its long term objective
only in peaceful neighbourhood. Agreed this principle applies to every warring faction. To supplement
this we will go to the extent of asserting that peace at all costs must be given a chance. But closing our
eyes to hard reality is not sensible. Pakistan is exploding under the weight of the fallacious theory that
created it. Emergence of Bangladesh in 1971 was not because of remoteness between Islamabad and
Dhaka as was attempted to sell to the people of remaining Pakistan. It was more because of the ever
growing distance between an imaginary global ideology and awareness of local realism. That detachment
has continued to grow in every region of Pakistan as it exists today. Even well meaning Pakistanis accept
it almost openly that it is difficult to hold the country together. In such a situation time tested Hate India is
the only reason that Pakistan's ruling elite and its powerful Army along with ISI believe can help. Even a
cursory look at the state policy of that country reveals how deep entrenched is this anti-India aphorism
in their psyche. Terrorism as a strategic state policy tool is the upshot of this erroneous understanding.

In such a situation expecting normal relations with it is to live in a fool's paradise. Well known
experts have warned in explicit terms that security implications of normal economic relations will be in
the form of a)"increased flow of Pakistan intelligence personnel and jihadi leaders to India under the
cover of businessmen for establishing contacts with leaders of organizations like Indian mujahideen".
b) "this could enable the Pakistani intelligence to acquire a key presence in sensitive sectors of our
economy such as banking, telecommunications, information technology etc., and c) use the presence
to disrupt our economy and collect strategic intelligence regarding our economic deficiencies that could
be exploited by them". Government in response to these fears has promised to be cautios. But nation is
witness to the nature of their caution. We are unable to find till date people of Pakistan who came to
India as cricket fans to watch cricket matches but instead of reutrining back to their country dispersed
into the resembling local population. Has anything changed to believe that things this time will be different?
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Water privatization will make things
worse for India

There are several harmful features included in the draft water policy but, the most treacherous and
detrimental element is the Water privatization that has been recommended to address the issue of

water scarcity, finds G. Raina.

ater is a natural resource, fun-

damental to life, livelihood,
food security and sustainable de-
velopment. It is also a scarce re-
source. This is how the draft na-
tional water policy 2012 circulated
by the government of India intro-
duces, and rightly so, the subject in
its preamble. It goes further to say;
India has more than 17 percent of
the world’s population, but has
only 4% of world’s renewable
water resources with 2.6% of
world’s land area. There are fur-
ther limits on utilizable quantities
of water owing to uneven distri-
bution over time and space. In
addition, there are challenges of
frequent floods and droughts in
one or the other part of the coun-
try. With a growing population and
rising needs of a fast developing

nation as well as the given indica-
tions of the impact of climate
change, availability of utilizable
water will be under further strains
in future with the possibility of
deepening water conflicts among
different user groups. Low public
consciousness about the overall scar-
city and economic value of water
results in its wastage and inefficient
use. In addition, there are iniquitous
distribution and lack of a unified
perspective in planning, manage-
ment and use of water resources.
Talking about the objective
of the National Water Policy, the
draft says ‘is to take cognizance of
the existing situation and to pro-
pose a framework for creation of
an overarching system of laws and
institutions and for a plan of action
with a unified national perspective’.
}g‘ i 7 Nobody can
w; deny the fact that
A 1 #| these are noble ob-
& W jectives and also the
f i nced of hour. It
L | may be argued that
| Fk E in fact in certain as-
AW S| pects we are already
| late. Therefore, any
| attempt to take re-
quired policy mea-
sures aimed at cur-
tailing the misuse of
“| an essential natural

resource like water

fundamental to the existence of life
and also to encourage proper, judi-
cious and equitable availability of it
should be welcomed.

But the past experience with
the government of India particu-
larly led by Congtress and its impi-
ous desire concealed behind mis-
chievous wordings of the draft
policy invites a cautious and care-
ful understanding of the intentions
of the people at the helm of af-
fairs. There are several harmful fea-
tures included in the draft water
policy but, the most treacherous
and detrimental element is the Wa-
ter privatization that has been rec-
ommended to address the issue of
water scarcity.

Article 13 of the Draft pol-
icy deals with INSTITUTION-
AL ARRANGEMENTS and
seeks to establish Water Regula-
tory Authority in each State. The
Authority, inter-alia, is supposed to
fix and regulate the water tariff sys-
tem and charges, in general, accord-
ing to the principles stated in the
Policy in an autonomous manner.
The Authority may also have func-
tions other than tariff systems, such
as regulating allocations, monitor-
ing operations, reviewing perfor-
mance and suggesting policy chang-
es, etc. Water Regulatory Authority
in a State may also assist in resolv-
ing intra-State water-related disputes.

SIADESHIZTE
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But sub section 4 of this sec-
tion of the draft policy needs clos-
er scrutiny. It reads, “The “Service
Provider” role of the state has to
be gradually shifted to that of a
regulator of services and facilita-
tor for strengthening the institutions
responsible for planning, implemen-
tation and management of water
resources. The water related services
should be transferred to community and/
or private sector with appropriate “Public
Private Partnership” model.”

So the idea is to handover
precious water resources to private
sector for brazen profit making.
Privatization has been the buzz
word of the Congress led UPA
government ever since the econo-
my was opened in 1990-91. Hand-
ing over control and virtual man-
agement of economy including
precious natural resources of the
country to corporate sector includ-
ing MNCs from developed world
seems to be the only alternative
available to the inefficient and dis-
honest managers of the nation.

That is why we see the peo-
ple at helm of affairs pleading for
FDI in each and everything. Even
sensitive sectors like Telecom, Phat-
macy, Defense, Mining are not
spared. Retail sector that provides
employment to huge population is
also under hammer. Now this re-
newed effort to handover water to
these profit hungry sharks. While the
policy is silent on the kinds of priva-
tization models that will be adopt-
ed itis not difficult to imagine what
it means from this PPP model.

People of India have been wit-
ness to several privatization models
adopted in different states in differ-
ent sectors be that Power distribu-
tion in Delhi in particulat, Toll roads
in different places and or in phat-
macy and telecom sector. Frontline
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magazine in its Issue 15 of Jul. 18-
31, 2009 titled “Power of profit”
has this to say about the privatiza-
tion of electricity in Delhi.

“In 2002, the Delhi Vidyut
Board (DVB) was unbundled into
three privately owned distribution
companies — a power transmission
company, a power generation
company and a holding company
that held most of the DVB’ pre-
privatisation liabilities. Following
the unbundling of the DVB in July
2002, the business of power dis-
tribution was transferred to North
Delhi Power Limited (NDPL),
owned by the Tata group; BSES
Yamuna Power Limited (BYPL);
and BSES Rajdhani Power Limit-
ed (BRPL), owned by the Anil
Dhirubhai Ambani group. All this
was part of the Delhi government’s
effort to increase the efficiency of
power distribution. These entities
function as joint ventures with the
Delhi government, but they hold
51 per cent of the shates.”

It goes on to say further,
“However, according to a Power
Ministry report, all the three discoms
have, in fact, sold 5.4 million units
of energy through power exchange
for Rs.5.35 crore between June 21
and June 29, the worst phase of the
power crisis in Delhi. Power Minis-
try officials, who did not want to
be quoted, said that despite the
shortage of power in the capital,
the three discoms had a history of
selling power for profit and being
stingy when it came to purchasing
power for the city. In the monthly
report of the Central Electricity
Regulatory Commission’s (CERC)
short-term transactions of electric-
ity, compiled by the Market Mon-
itoring Cell, Delhi ranked among
the top five power sellers of the
country both in the open market

Privatisation always
leads to price hikes in
almost all cases
everywhere in the
world.

and through bilateral agreements
for the first three months of 2009.
But it ranked among the bottom
five in purchasing power.”

This explains to some extent
the reason why people in general
and experts in particular are op-
posed to privatization of essential
services like water? Private sector
has no respect for the suffering of
the people. It has only one motto;
earn profits at any cost. Here are
some more reasons as to why pri-
vatisation is resisted:

Unaffordable prices: priva-
tisation always leads to price hikes
in almost all cases everywhere in
the world. Water will be no excep-
tion. This is because cost involved
in upgrading water harnessing, pu-
rification and distribution systems
will be passed on to the customer.
Private companies will borrow
private money instead of invest-
ing from its surplus. Borrowed
money will be subjected to high
interest rates from financiers. The
companies recover their costs and
expenses by charging the consum-
er. Not only is the capital cost di-
vided among all the consumers but
also the interest, taxes and over-
heads on the capital. Thus, the con-
sumer is forced to bear the bur-
den of higher payments on the
company loans. In contrast, tax-
free public financing results in the
low costs for such projects in the
community owned or state con-
trolled water systems.

Unsustainable water min-
ing: Water mining is pumping out
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Delhi water privatisation plan

The Delhi government has applied for a loan of $150 million from the
World Bank to implement the Delhi water supply 24x7 project. If finalised,
the project will allow the World Bank to hire multinational agencies to
handle the management of water supply in Delhi. Though water is sup-
posed to be available throughout the day to the city’s residents, activists
fear it would carry a high tariff given the fact that foreign consultants would
be drawing hefty salaries of about $25,000 per month. Given the experi-
ence of Delhiites with the privatisation of power distribution, not only so-
cial activists but the common people too are wary of any further experi-
ments in handing over management of public utilities to private firms.

In an attempt to allay fears that its public-private partnership projects
are a precursor to privatization of the water utility, Delhi Jal Board has
said it has sufficient water to ensure 24-hour supply for a large part of the
city but is losing much of it through theft or leakages. The PPP model will
first curtail these losses, ensure a round-the-clock supply and full domes-
tic coverage in the project areas.

Consumers who will be covered under the trial projects will also not
have to pay anything extra for “improved” services as tariff determination
will remain in the hands of the water utility, which is promising a uniform
tariff structure for the entire city.

Despite these assurances, the constant tariff revisions in the power
sector that has followed a similar model and where tariff is determined by
the government has made Delhiites uneasy. “Private companies are here
to maximize profits and, as in power, can prevail on the government to

increase tariff,” fear residents. Q

large amount of water from non-
replenishing groundwater to the
surface for human use. The rate at
which we are pumping up water
has more than doubled in recent
years. Once water becomes a mar-
ketable commodity and a corpo-
ration is given a sole right to any
water body, then in an effort to
maximize profits, the corporate
sector will mine an environmen-
tally unsustainable amount of wa-
ter and deplete the water body at
a rate faster than it is replenished,
then the government officials and
the affected population can do very
little to legally prevent the corpo-
rations from doing so.

Global experiences overlooked

When EU announced a new
fund of *40 million Euros to sup-
port “non-profit partnerships” of
water and sanitation utilities in Af-
rica, the Caribbean and the Pacif-
ic, Olivier Hoedeman, a long time
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researcher and activist on water is-
sues and member of TNI and
Corporate European Observato-
ry’s Water Justice project explained
its significance in these words,
“This fund sounds innocuous, but
it actually marks a huge departure
from the water policy of the EU.
For ten years, the EU approach was
dominated by the belief that only
by involving private sector could
you deliver any improvements in
water sector in developing coun-
tries. The public sector was com-
pletely ignored as it was seen as old-
fashioned, outdated and uninterest-
ing, even though the public sector
continued to be the predominant
supplier of water and sanitation
worldwide.”

Also in 2000, after seven days
of civil disobedience and angry
protest in the streets, the president
of Bolivia was forced to terminate
the 40-year water privatization con-
tract granted to Aguas del Tunari,

subsidiary of Bechtel Corp. Water
rates increased immediately after
the contract signing - by 100 to 200
percent in some cases. In a coun-
try where the minimum wage is less
than $100 per month, many fami-
lies were paying water bills of $20
or higher. Bechtel and the British-
led consortium of investors in-
vested less than $20,000 of up-
front capital for a water system
worth millions.”

“Again a number of water
supply build operate—transfer
(BOT) projects have been aban-
doned or are causing serious
problems in Vietnam, China, Ma-
laysia and elsewhere, due to unaf-
fordable levels of prices being
built into take-or-pay contracts.
Similar problems have been ob-
served elsewhere in the world.
There should be a serious reap-
praisal of the economics of ex-
isting water supply Bots, and a
moratorium on further develop-
ments, while the lessons of this
experience are explored. Othet-
wise long term economic liabili-
ties may be accumulated which
damage the ability of water utili-
ties to function.

Congress led UPA govern-
ment, it seems, does not take these
expetiences into account while fram-
ing the water policy for this country.
If this policy is implemented the re-
sults will be scaring, Fatlier the poor
used to die of hunger, and malnu-
trition. Now, they would be forced
die of thirst. It’s ridiculous to see
government running away from its
each & every responsibility.

India needs to learn from sev-
eral other countries who have boot-
ed out the agencies of imperialism
like World Bank and IMF - and
are prospering. One hopes the peo-
ple of reason in India will shatter
this neo liberal fantasy. ~ 1Q
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POLICY-SCAN

Imperative to Restrict Import of Gold

—

Besides sufferings of the common man due to the wrath of black money, rising gold
imports is causing serious balance of payment related problems, like weakening of
rupee, increasing burden of foreign debt and increasing dependence on foreign capital.
It is imperative to impose effective restrictions on imports of all kinds including that of
gold, advocates Dr. Ashwani Mahajan

Union Budget 2012-13, pro-
poses a hike in import duty

on gold coins from 2 percent now
to 4 percent. Similarly, Finance Min-
ister has proposed to hike the im-
port duty on non standard gold.
In the budget for the first time,
excise duty has been imposed, on
unbranded jewelry at the rate of
one percent. Taxes on raw gold
and its ornaments has been a mat-
ter of hot debate in the country
during 21-days long strike and gov-
ernment’s promise to bring chang-
es in excise duty proposals. There
is a general tendency to view ex-
cise duty on gold ornaments and
import duty on gold with the same
perspective. However, there is a
need to view the two differently.
It is true that both excise duty and
custom duty are supposed to be
imposed on gold. Nevertheless, the
objectives to impose excise duty
on gold ornaments and import
duty significantly differ from each
other. Objective of excise duty on
gold is seemingly revenue genera-
tion, whereas objective of impos-
ing custom duty has been to re-
strict import of gold, as stated by
the Finance Minister also. Attempt
to impose excise duty on unbrand-
ed jewelry, though aimed at, col-
lecting revenue, may not be justi-
fied as it may hit millions of our

SWRDESTIRATRIA

small goldsmiths and jewelry mer-
chants. Therefore, a roll back of
excise duty on unbranded jewelry
may be a desirable step.

Treating the import duty on
gold and excise duty on gold jew-
elry, therefore cannot be treated
similarly. Argument of the Finance
Minister, while giving proposal to
impose higher rates of import
duties on gold was his apprehen-
sions about constantly rising im-
port of gold, imposing serious
stress on our already strained bal-
ance of trade position. Finance
Minister in his budget speech had
said that in the last two quarters

gold imports increased by more
than 50 percent. Gold imports
have surged to 15 percent of our
total import bill.

In ancient times, India had the
distinction to be the golden bird.
In fact, there had been no major
mining of gold in our country. In-
dia had been providing a minor
part in world’s gold production.
However, people in India possess
more gold as compared to any
other people of any other coun-
try. People in India buy gold jew-
elry, not as just ornaments. They
purchase jewelry as insurance
against the future risks and also as

7
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investments. There has been a tra-
dition of borrowing against the
security of gold.

Prior to New Economic Pol-
icy, there were severe restrictions
on the import of gold into India.
Gold Control Act was under op-
eration. Even then lot of gold used
to be smuggled into India. Under
the New Economic Policy adopt-
ed in the 1990s, restrictions on
imports of gold were removed
and gold import was allowed af-
ter paying a nominal import duty.
While the import of gold has al-
ready been significant, since 1990,
in recent years it has witnessed tre-
mendous growth. In 2000-01 the
total imports of gold was worth
rupees 18, 829 crore, it surged to
Rs 154 347 crore in 2010-11, that
is, 8.2 times. During this period, the
gold price increased about 4.3
times, so if seen in terms of vol-
ume, imports of gold has almost
doubled. Finance Minister has stat-
ed in his budget speech that be-
tween July and December gold
imports in fiscal year 2011-12
grew by 50 percent, while the gold
price had increased nearly 30 pet-
cent. This means that gold import
has been growing tremendously in
value, as well as quantitative terms.

We have been facing unduly
high deficit in the balance of trade.
Our trade deficit in 2010-11 has
risen to US$ 130 billion. We find
huge amount of foreign exchange
outgo year after year, despite im-
pressive growth in software ex-
ports and remittances from NRls,
as deficit in our balance of pay-
ments has reached US$ 44.3 bil-
lion. It may be interesting to note
that gold imports in 2010-11 were
US$ 34 billion and may reach US$
50 billion. Heavy imports of gold
are expected to increase out prob-

8

There is a
‘ growing
trend of
keeping
black
wealth in

Jorm of
gold.

lems manifold. Growing balance
of payments deficit has been wors-
ening our situation in terms of for-
eign debt. Therefore it is impera-
tive to impose effective restrictions
on import of gold.

We find sudden spurt in the
importts of gold and it has already
doubled in the last 10 years. In In-
dia most significant use of gold is
in making of jewelry. Should we
assume that people in India have
suddenly started wearing double
jewelry than before? Perhaps it
would be a wrong assumption. It
is more related to the quantum of
black money in the economy. There
is a growing trend of keeping
black wealth in form of gold.
There may be several reasons for
this emerging trend-

1. Formerly black money used to
be kept in different forms -
such as Kisan Vikas Patra, bank
fixed deposits and real estate in
benami names, and even cur-
rency notes, etc. Massive in-
crease in stamp duty, TDS in
case of bank deposits and tax
authorities’ eye on all these
forms of (black) wealth by us-
ing information technology and
other means, have reduced the
popularity of these types of
black assets.

2. Gold is becoming an attractive
asset also due to its growing
attraction due to constantly ris-
ing prices. Gold prices grew 4.2
times in the last 20 years, where-
as bank deposits would not
have grown in that proportion.
The price of gold per 10 grams
in 1991 was only 3450, which
increased to Rs 28,000 per 10
grams by 2011. Investment in
gold is easy and advantageous
due to rising prices.

3. There are different kinds of se-
curity risks in keeping black
wealth in real estate and other
forms, while huge amount of
black money could be easily be
kept in form of gold.

Beside sufferings of the com-
mon man due to the wrath of
black money, rising gold imports
is causing serious balance of pay-
ment related problems, like weak-
ening of rupee, increasing burden
of foreign debt and increasing de-
pendence on foreign capital. The
resources of the country are going
into foreign hands. This trend must
stop. It is imperative to impose
effective restrictions on imports of
all kinds, whether it be the import
of Chinese goods, oil imports, or
the import of gold. QQ

Email: ashwanimahajan@rediffmail.com
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FDI from Pakistan:

Dangerous and Anti-national

Pakistan has neither the requisite investible funds, nor the technology to bring into
| India, for any meaningful purpose, except to establish some enterprises solely to hire
agents for ISI or jehadi terrorists & separatists, examines Prof. Bhagwati Prakash Sharma

'I*he reports of recent approval
of the Finance Minster Pranav
Mukhatrjee, on the proposal of the
commerce ministry, to amend rules
under the Foreign Exchange Man-
agement Act (FEMA)-1999, to al-
low foreign direct investment (FDI)
from Pakistan are worrisome. Such
a decision is seriously flawed and
would pose most formidable chal-
lenge to the internal and external
security of the country. It would
prove to be an altogether myopic
misadventure to allow FDI from
Pakistan, hitherto prohibited under
the FEMA rules. Pakistan is even,

SWRDESTIRATRIA

yet to reciprocate to grant the most
favoured nation (MFN) status to
India, under the World Trade Ot-
ganisation (WTO) norms, which
India has granted to the Pakistan
long back. Pakistan is also having
a very long negative list of 1200
items of export from India. The
government of India’s move to
open all domestic sectors, except
defense, atomic energy and space
for FDI from Pakistan would be
the most precarious step of the
government.

Pakistan has neither the requi-
site investible funds, nor the tech-

nology to bring into India, for any
meaningful purpose, except to es-
tablish some enterprises solely to
hire agents for ISI or jehadi ter-
rorists and separatists. Moreover,
Pakistan would attempt to spy,
abet terrorism and carry home
dual-use sensitive technologies by
establishing work stations to hire
Indian scientists for all its ostensi-
ble and clandestine motives.

This ill fated nod of the Fi-
nance Minister Pranav Mukharjee,
as reported in the press, to amend
the FEMA regulations would pave
the way and enable the Reserve
Bank of India to notify requisite
changes allowing the Department
of Industrial Policy and Promotion
(DIPP) to issue a press note to al-
low such investments from Paki-
stan. As on date, the Foreign Ex-
change Management Act-1999,
which came into existence in the
yeatr 2000, by replacing the Foreign
Exchange Regulations Act, governs
all the forex transactions and bars
transactions from Pakistan. The
relevant provision reads as “a non-
resident entity (other than a citizen
of Pakistan or an entity incorpo-
rated in Pakistan) can invest in In-
dia subject to the FDI policy”.

It would be almost impossi-
ble to reverse this decision, once a
single penny is invested after the
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Focus

India has decided in principle to allow foreign
direct investment from Pakistan, as part of the
road map to enhance economic engagement.
“As part of the initiatives to promote liberal trade,
India has in principle agreed to FDI from Paki-
stan,” Commerce and Industry Minister Anand
Sharma said, after meeting Pakistan Commerce
Minister Makhdoom Amin Fahim in New delhi.

Mr. Sharma said the procedures, and the
requirements, for allowing FDI were being for-
mulated, and would soon be notified.

Both countries have also agreed in princi-
ple to allow opening of bank branches to guar-
antee smooth trade. This is the outcome of sev-
eral rounds of talks between the Reserve Bank
of India (RBI) and the State Bank of Pakistan.

“Both the RBI and the State Bank of Paki-
stan are in favour of opening up branches on
both sides of the border,” Mr. Sharma said. On
this count, Mr. Fahim said, both sides were on
the same page.

Encouraged by what government claims as
the pro-active steps taken by Pakistan, India
would carry out a review of 30 per cent of the
‘sensitive list’ in the next four months as a con-
fidence-building measure, Mr. Sharma said.

India to open FDI gate to Pakistan

Pakistani banks and businesses are keen on
setting up shop in India, and the decision could
pave the way for their entry into the country.

Mr. Sharma also announced that an India-
Pakistan business council would be set up soon.
It would be co-chaired by both countries.

Mr. Fahim said talks were being held for
cooperation in the textiles trade. “We have also
decided to begin negotiations in the hospitali-
ty, education and tourism sectors, and experts
groups would be constituted to work out the
modalities for talks,” he said. Q

Opening up trade and investment is likely to
cut down the illegal trade between India and
Pakistan which is estimated to be worth $10
billion (the official trade is currently only $2.7
billion). This illegal trade, routed mainly via Dubai
and Singapore, is now expected to be officially
routed. Government leaders hope that progress
in these areas will generate greater confidence
in each other which, in turn, will lay the basis
for some meaningful political breakthrough in
bilateral relations.

Commerce, industry and textiles minister
Anand Sharma said both sides are keen to
open bank branches and discussions are on to
thrash out details. "The Reserve Bank of India (
RBI) and the State Bank of Pakistan are talking
to each other," he said. Makhdoom Amin Fa-
him, trade minister of Pakistan, who was in In-
dia as part of the trade talks between the two

- India, Pakstan in talks to open bank branches: Anand Sharma -

countries, said there has been progress for al-
lowing banking services and both sides were
engaged in discussions to take it forward. Pa-
kistan has organized a 'Lifestyle Show' in New
Delhi as part of the ongoing process of enhanc-
ing trade ties.

The two sides have agreed on one-year,
multiple-entry visas and an agreement is ex-
pected soon. Pakistan agreed to normalize
trade and moved closer last month to granting
most-favoured nation status to India by switch-
ing to a system of "negative lists" that will re-
strict the import of 1,200 items from India, com-
pared to the earlier regime where only 1,900
products were permitted to be shipped. Shar-
ma said opening up of business will shut trade
through third countries and benefit both coun-
tries. "India is a very big market and Pakistan's
economy will benefit," he said. U
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Focus

. New liberal visa regime with Pakistan soon: Chidambaram -

Union Home Minister P. Chidambaram said New
Delhi and Islamabad could soon sign a more
liberal bilateral visa regime after the Pakistan
Cabinet cleared it. He appealed for expeditious
dismantling of all trade barriers. He was ad-
dressing a gathering after inaugurating the In-
tegrated Checkpost at Attari, 33 km from Am-
ritsar. The state-of-the-art facility, established
on 118 acres at a cost of Rs.150 crore, was
dedicated to the "nation and India-Pakistan
peace and harmony."

Talking to journalists later, Mr. Chidam-
baram said though details could not be revealed
now, the new visa regime would facilitate the
movement of businessmen, the elderly, children
and spouses. India had already agreed to the
new regime, and was awaiting an appropriate
decision from the Pakistan Cabinet. Respond-
ing to the sentiments expressed by speakers
at the meeting, Mr. Chidambaram appealed to
the Indian and Pakistani Commerce Ministers,
Anand Sharma and Makhdoom Amin Fahim, to
initiate the process for dismantling all trade bar-
riers, "so that we trade every goods produced
in our respective countries."

Mr. Sharma highlighted the need for trade
along the land route of all items, except those
on the 'negative list," instead of confining it to
the present 137 items. The Integrated Check-
post would go a long way in the economic inte-
gration of the region. "Wealth must be generat-
ed, redistributed and reinvested." It was imper-
ative that the next generation should not inherit
the bitter legacy of the past, he said.

As he raised the slogan, Pakistan-Hin-
dustan dosti zindabad, evoking an enthusiastic
response from the crowd, Mr. Fahim said his
government had started issuing multiple visas

to Indian businessmen. He hoped that the trial
period, which currently was for one year, would
be extended soon.

The Chief Ministers of Indian and Pakistani
Punjabs, Parkash Singh Badal and Shehbaz
Sharif, made emotional speeches, amid tradition-
al bonhomie. While Mr. Badal appealed to Mr.
Chidambaram not to hesitate any further in open-
ing the doors to each other, Mr. Sharif said both
countries had lost a lot in human resource, and
economically, by fighting wars and adopting hos-
tile positions. He did not miss the occasion to
raise the Kashmir issue and sought immediate
resolution of critical issues such as Kashmir &
river water sharing so that both countries could
partner in progress and enjoy prosperity.

Mr. Badal demanded that the Integrated
Checkpost handle all those goods traded be-
tween Karachi and Mumbai. He recalled how
Punjab was the biggest and richest State in In-
dia before Partition, and how it suffered in the
post-1947 era. He wanted the Hussainewala
border in Ferozpur district reopened and urged
Pakistan to allow a special corridor from Dera
Baba Nanak to Kartarpur Sahib for the benefit
of pilgrims.

Mr. Sharif suggested creation of an "eco-
nomic free zone" between the two countries to
attract investment and accelerate trade. He
asked India and Pakistan to learn from the west-
ern countries, which had created the Europe-
an Union, a common currency and the Euro-
pean Parliament, and came to the rescue of
Greece. "Why cannot we be honest to our-
selves?" he asked, calling for a commitment
from both countries to cut down on defence
expenditure and to spend more on poverty al-
leviation, health and education. O

removal of this restriction from
Pakistan. And the investment that
would come from Pakistan would
hardly be of any significant volume
to help the government to ease the
balance of payments (BOP) crisis
looming large, for which the gov-
ernment is desperately in search
for fresh investments, which,
though harmful in long run, can
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help to delay the eruption of the
BOP crisis little further.

Pakistan would use the FDI
route to fund ISI activities, hire je-
hadi terrorists, organize separatist
movements and also terrorist train-
ing camps, and bring in ISI agents
from Pakistan. Arms from Paki-
stan would also find an easy way
under the disguise of plant, ma-

chinery and spares, into the coun-
try. ISI agents would have free
movement from Pakistan into In-
dia and back, even to and from
the Bangladesh, China and Srilan-
ka. All the saner sections of the
society and vigilant political lead-
ers should rise on this occasion to
completely oppose the easing of
investments from Pakistan. QO
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COUNTER VIEW

Public Policy: Threat of Investment Treaty

Vodafone’s action of choosing investor-to-state provisions under the BIT instead of
judicial review against a proposal for retrospective application of capital gains tax is
believed to increase pressure on the Government of India to withdraw its proposed
amendments prior to the approval of the parliament, thinks K M Gopakumar

During the last 20 years Gov-

ernment of India initiated
many steps to attract FDI includ-
ing opening up of many sectors for
foreign investors. Twenty years is
a good time for stocktaking and
learn from mistakes. Some of
these policy measures did not pro-
duce any results but some of these
policy measures now threaten gov-
ernment of India’s ability to take
measures to address public policy
issues in India’s obligations under
Bilateral Investment Promotion
and Protection (BIPA) as well as
in the investment chapters of
Comprehensive Economic Coop-

eration Agreements (CECA). In-
dia has so far signed 82 BITs and
4 FTAs with investment chapters.
Out of these 82 BITs, 72 are al-
ready in force. Therefore, individ-
ual review of the BITs would take
years to complete. These agree-
ments are seriously threatening
India’s sovereign rights and devel-
opment policies. Using the invest-
ment dispute provision of these
agreements investors are black-
mailing the Indian Government.

Looming Litigations
Investment treaty provisions
can stifle the Indian government’s

effort to address public policy ob-
jectives, as seen from a recent spate
of challenges by foreign investors.
During the last two months, at least
four foreign investors have either
invoked or threatened to invoke
international arbitration procedures
in the investor-to-state dispute set-
tlement provisions under the above
mentioned treaties.

These companies are attempt-
ing to prevent the Government of
India from taking measures for
energy security or against tax eva-
sion or corruption.

On 17 April, the world’s larg-
est mobile phone service provid-
er, Vodafone Plc, a2 UK-based
company, sent a notice of dispute
(notice) to the Government of In-
dia against a proposal for retro-
spective application of capital gains
tax contained in the Finance Bill
2012, which is pending before the
parliament.

The parliament resumed its
budget session on 24 April and is
expected to pass the Bill which
seeks to amend the Income Tax Act
1962 in response to significant
foregone tax revenues caused in
large part by tax exemptions given
to corporations.

In its press release, Vodafone
states that “the proposed amend-
ment violates the international le-
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gal protections granted to
Vodafone and other international
investors in India”. It further states
that “the retrospective tax propos-
als amount to a denial of justice
and a breach of the Indian gov-
ernment’s obligations under the
BIT to accord fair and equitable
treatment to investors”.

Therefore, Vodafone de-
mands that the Indian government
abandon or suitably amend the ret-
rospective aspects of the proposed
legislation.

While expressing the intention
to settle the issue amicably, the press
release also warns that if “the In-
dian government is not willing to
do so, Vodafone will take whatev-
er steps are necessary to protect its
shareholders’ interests, including
commencing investment treaty ar-
bitration proceedings under the
BIT against the Indian govern-
ment”.

Interestingly, the notice is
served through a Dutch subsidiary
Vodafone International Holdings
BV (“VIHBV”) and is the first step
required prior to the commence-
ment of international arbitration
under the BIT between India and
the Netherlands.

Vodafone had in a separate
case succeeded in litigation against
the Government of India in the
Indian Supreme Court against a
capital gains tax demand regard-
ing the acquisition of assets of
Hong Kong based mobile service
provider Hutchison Whampoa Ltd
in 2007. This case was filed by
Vodafone’s unit registered in the
Cayman Islands, a tax haven.

The Government of India
demanded capital gains tax for this
transaction to the tune of US$2.2
billion from the US$11 billion ac-
quisition.
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According to the Govern-
ment of India, even though the
transaction took place in a foreign
territory, Vodafone is liable to pay
tax because the assets concerned
are situated in India. In January
2012, the Supreme Court of India
overturned the judgment of the
High Court of Mumbai and re-
jected the tax demand of the Gov-
ernment.

This judgment is expected to
have far-reaching consequences for
the Government, which is currently
struggling with a huge fiscal defi-
cit because it is exempting many
such transactions from tax liability
involving many Indian and multi-
national corporations.

The budget speech of the fi-
nance minister in the parliament on
16 March reveals that the fiscal
deficit of the government is ap-
proximately 5.9 per cent of GDP
as per Revised Estimates for 2011-
12. Further, the finance minister
also stated that tax collection has
fallen short by US$6.14 billion.

In order to overcome the
adverse consequences of the ver-
dict, the Government proposes
amendments to the Income Tax Act
1962 through the Finance Bill 2012.

f
g

First, it allows the Government
to tax such transactions since 1962
with retrospective application of a
6-year assessment period. Second,
it clearly states that such tax claim is
valid irrespective of any judgment
from any court, tribunal etc.

These proposed amendments
are to raise substantial revenue to
the tune of US$8 billion for the
government from similar deals in-
volving both Indian and foreign
companies such as Aditya Birla
Group, TATA GE, SAB Miller,
Cadbury, AT&T, Sanofi, and
Vedanta.

Under Indian law, Vodafone
still has the opportunity to challenge
the legal validity of the amendment
(known as judicial review) before

Vodafone demands
that the Indian
government
abandon or suitably
amend the
retrospective aspects
of the proposed
legislation.
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the High Court or the Supreme
Court once the amendment be-
comes law. Vodafone’s action of
choosing investor-to-state provi-
sions under the BIT instead of ju-
dicial review is believed to increase
pressure on the Government of
India to withdraw its proposed
amendments prior to the approv-
al of the parliament.

According to a media report
in the Business Standard, a Gov-
ernment official termed the move
of Vodafone as “premature”. The
report quoted the official: “The
move is premature. The company
has every right to take legal recourse,
but can you serve a notice on the
assumption that there would be a
disputer”

The Economic Times quot-
ed a finance ministry official as say-
ing, “The deal happened in Cay-
man Islands and they are invoking

India-Netherlands BIPA,” adding
that “while in the Supreme Court,
Vodafone said that the deal hap-
pened outside India, under BIPA,
it is saying it has made substantial
investment in India.”

Another report in The Hindu
states that there is mounting pres-
sure on India. According to this
report, after the failed attempt of
the UK Chancellor of the Exche-
quer George Osborne during his
recent meeting with Finance Min-
ister Pranab Mukherjee in New
Delhi, almost a dozen American
industry associations “approached
US Treasury Secretary Timothy
Geithner.”

The report quotes from the
letter written by the US Chamber
of Commerce and the US-India
Business Council, among others:
“The proposals, which include an
unprecedented period of retroac-

tive tax collection, a broad and
unclear general anti-abuse rule and
an onerous tax on indirect stock
transfer, are inconsistent with in-
ternational tax policy and standards
and result in significant erosion of
the rule of law. We encourage you
to raise these concerns with your
Indian counterparts during the up-
coming IMF and World Bank
meetings this week.”

Apart from Vodafone, two
other mobile service providers viz.
the Russian conglomerate Sistema
JSFC and the Norwegian compa-
ny Teleport are citing investment
protection provisions in BITs and
FTAs to seek compensation for
the loss suffered due to the cance-
lation of their second generation

(2G) spectrum licence.
(Second part of this article on an important
issue of national importance will be published

in the next issue of swadeshipatrika-editor)

(To be concluded)
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DOWN THE MEMORY LANE

Dattopant Thengadi -The Mahatma of
second freedom struggle

Dattopant Thengadi is the Guide-philosopher-friend who lead me to the path of swadeshi: KV Biju

Thengadji is the person who showed me the
path of swadeshi. From childhood I have
been reading the books and writings of Ma-
hatma Ghandi ji. I was very much attracted towards
Ghandhiji’ s philosophy of swaraj and his work for
swadeshi from the very beginning. It exited me a
lot. But never did I imagine and believe that one
day swadeshi movement will come again into the
social spectrum of contemporary India and that I
will be its integral part. When I was a BA English
student, it was and still is compulsory for students
to read English news paper. One day I read the
news regarding policy announcement made by the
government. News report claimed that government
was changing its economic policy, and it further said
that they will open Indian market for multinational
companies. In that news the comments of three
important persons were also published. One of the
three persons was comrade V.B.Cheriyan an im-
portant all India Leader of CITU. Second person
whose statement accompanied the news published
was Revered Dattopant Thengdi ji. The sum and
substance of the statement of Thengdi ji was that
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these policies will adversely affect the economy of
our country and enslave us politically. He had fur-
ther added in his statement the resolve of the
Bhartiya Mazdoor Sangh to oppose the entry of
these multinational corporations into the Indian
market. Thengdi ji was focused in that statement
explaining that we will fight in swadeshi way in the
manner Ghandi ji did during the freedom struggle.

I'met V.B.Cheriyan very next day and discussed
the issue with him. I also contacted our Zilla pre-
charak and shared with him my desire to meet
Thengdi ji. Zilla Pracharak ji promised me to arrange
the meeting as and when it was possible. This was
the time when I had started developing interest in
the Economic issues.

Few days later same Zilla Pracharak ji ap-
proached me and conveyed the good news that Theng-
di ji was coming to Ernakulam for a Bhartiya Maz-
door Sangh program. I was thrilled to receive this
message. Later when Dattopant ji came to the city |
went to the Sangha Karyalaya to meet him. I was
very much impressed by his simple and serene per-
sonality.
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I asked him about the new economic policy.
Thengdi ji not only gave me enough time to discuss
but explained several aspects of economy in easy
and beautiful manner. Perhaps encouraged by the
curiosity of a young man about such important na-
tional issues he told me that he was going to Thris-
sur for a meeting with an Economist of repute. He
asked me to come to Thrissur. I was extremely
overjoyed. Without any second thought I reached
Thrissur early next morning. There I found Presi-
dent of Bhartiya Mazdoor Sangh sh.Sajinarayan ji
and Sankaranarayan ji is waiting for me. It was an-
other pleasant surprise for me. We accompanied Re-
vered Dattopant Thengdi ji to that economist’s house.
The economist was Dr.M.Mohandas. Swadeshi Ja-
garan Manch later published one of his books titled
Resource Crunch Trap.

The discussion was revolving round the new
economic policy. Thengidi ji asked Dr.M.Mohandas
to prepare a note on this subject. From there we
went to Kochi. In Kochi Thengdi ji met another econ-
omist Dr.Murali. In this meeting came the issue of
Thengidi ji meeting Justice V.R Krishna Iyer. Wheth-
er Thengidiji met Krshna Iyer ji then at that time I
don’t know. But during this interaction with Thenga-
dijil found him a great man. His living was so sim-
ple, but his knowledge and understanding of issues
was unparallel. Anyone who who got any chance of
meeting him was impressed. I was no exception.
That close interaction had a lasting impact on me.

Later in a personal discussion Sajinarayan ji told
me that they are going to Nagpur to attend a meeting
to form a new organisation. I was not able to follow
the track. Because of my studies. I became associat-
ed with ABVP. Even though my interest in economy
and issue related to it continued, I was not directly
involved with SJM. I met Thengidiji in Ernakulam in
1994 after a gap of few years. That time I had be-
came a full timer of Akhil Bhartiya Vidhyarthi Par-
ishad (ABVP). Thengidiji was very happy to see me
as a full timer. He expressed his pleasure openly and
told me to study economic issues, a little deeply.

In due course I became part of Swadeshi Jaga-
ran Manch. When I attended my first Swadeshi Ja-
garan Manch conference in 1999 I told Thengidiji
that Now was a SJM full timer. I touched his feet
and asked for his blessings. Reply of Thengdi ji was
touching and inspiring. He said to me, “I am not a
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Thengadi ji who was like a saint
and yet he prevented me from
touching his feet. It was an
emotional movement for me.

God to bless you, God will bless you and I will give
you GOOD WISHES( Ashirwad)”. I was so im-
pressed. People usually are happy and delighted to
see others touching their feet and seeking blessings.
Even aged people touch the feet of powerful per-
sons of younger age and no one objects. Here was
Thengadi ji who was like a saint and yet he pre-
vented me from touching his feet. It was an emo-
tional movement for me. One coworker commented
humrously that Biju is an atheist. Trying to indicate
that I did not believe in Blessings of God. On hear-
ing this Thengidiji laughed. It was an heartful inno-
cent laugh. Thengdi ji looked towards me affection-
ately and said OK in that case [ will Bless you. I can
never forget that moment. It was overwhelming. The
relation then onwards continued till he departed from
this world. Many times I wrote letters to Thengidiji.
Ialways got good advices suited for that occasion.

He was so caringly close to all workers. There
was no barrier of fear or apprehension of being re-
jected, overlooked or ignored. Anyone could contact
him and he was there like a family head.

Dattopant Thengdi, as we all are aware, was
capable impressing anybody. Even his political and
ideological opponents were impressed by his devo-
tion and knowledge. The much attracted qualities.
Thengidiji was his simplicity and eagerness to study
and make public opinion regarding the national is-
sues of vital importance that were normally unno-
ticed by others . When Thengidiji was alive he wrote
books and articles about the current affairs that for-
mulated not only the policy of Sangha Pariwar pol-
icy but also affected the thinking of people beyond
the reach of Sangh Parivar organisations.

It is not surprising that we find a number of
people in whole India who admired Dattopant ji
Thengdi.In a personal talk Justice V.R.KRISHNA
IYER told us once that Thengidiji was the Mahat-
ma of second freedom struggle. Yes Thengidiji is our
another Mahatma, we shall try to follow his steps.
Our Salutes to the Rashtra Rishi. Qa
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VIEW POINT

Should finmin be run by FM or Flis and
foreign dalals?

A subtle form of blackmail has always been used to enable the use of tax havens to
dodge Indian taxes — it is always claimed that global business will not be attracted to
India, if we change our laws to make them pay tax, finds Prof. R Vaidyanathan

t all started when a government
Iproposal on multi-brand retail
(aka Wal-Mart entry) was put on
hold due to severe opposition from
many political parties, including a
major UPA coalition partner Tri-
namool Congtess. There was a cho-
rus of protest from the pink pa-
pers and metropolitan rootless
wonders (MROWSs), also called
experts, regarding the government’s
inability to carry forward reforms.

For most of these semi-liter-
ate economic experts, reform
means allowing Wal-Mart into In-
dia. Wal-Mart and other global
majors would have allocated huge
sums of money to “educate” In-
dians about the benefits of such
“reforms”. Even Enron allocated
nearly Rs 60 crore to educate us.

Then there was the simple is-
sue of tax payments by companies
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using tax havens as a shield in asset
transfers — also known as the fa-
mous Vodafone case. The finance
ministry correctly felt that any as-
set transfer taking place in India re-
quires to be taxed even though it
may be done under the corporate
veil of tax havens. The Indian busi-
ness of Hutchison Whampoa was
purchased using offshore tax ha-
vens by Vodafone registered at
Cayman Islands. Now the govern-
ment correctly felt that tax havens
cannot be used to deny legitimate
dues to the government since “In-
dia itself is not a tax haven” and
levied tax on such transactions.
The matter went to the Su-
preme Court which, in its wisdom,
held that Vodafone does not have
to pay taxes on this transaction. Of
course, the Supreme Court’s opin-
ion that our tax laws will affect

foreign direct investment (FDI) is
something that surprised many a
financial expert since government
policies cannot be, and should not
be, created to suit any particular
class of investors.

There are many more such
arrangements in queue and the sum
involved in taxes can run in to sev-
eral thousand crores. So the gov-
ernment amended its tax laws with
retrospective effect — exactly what
UK did earlier. The finance min-
istry also brought in the General
Anti-Avoidance Rules (GAAR) in
the recent budget to prevent tax
cheating by big business using tax
havens as tax shelter. That created
a huge furore with Indian business
lobbies jumping into the fray.

Let us reiterate that tax havens
are the red-light districts of global
tinancial architecture. The big glo-
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Saving and Foreign Flows (Rs. Crore)

Years 1994-95 | 2000-01 2008-09 2009-10*
Gross Domestic

Saving (GDS) 251463 496272 | 1798347 2207423
Household Sector 199358 446217 |1331033 1536071
(%o0f GDS) (79%) (89%) (74%) (70%)
Foreign Investment 16133 31015 1101283 332575
Inflow (% of GDS) (6.4%) (6.2%) (6.1%) (15%)
A. Direct Investment 4126 18406 173741 179059
B. Portfolio Investment| 12007 12609 (63618) 153516

* Provisional

Source: Statement 18, pp 31, NAS 2011; and Table 155 Handbook of Statistics on Indian Economy, Sep. 2011, RBI.

bal accounting firms — which are
also ultimately listed in tax havens
— have been having a running bat-
tle with the finance ministry on this
issue. A subtle form of blackmail
has always been used to enable the
use of tax havens to dodge Indian
taxes —it is always claimed that glo-
bal business will not be attracted
to India, if we change our laws to
make them pay tax.

The threat has been used ad
nauseam in spite of the fact that
FDI and foreign institutional in-
vestment (FII) constitute less than
10 percent of our investment rate.
Only in 2009-10 does the provi-
sional number show FII and FDI
inflows put together at nearly 15
percent of our domestic savings.
The biggest chunk of our invest-
ment is financed by our own do-
mestic savings and in that house-
hold savings is the dominant com-
ponent. In other words, the aver-
age Indian housewife is responsi-
ble for financing our growth and
not the FII or FDI or even our
corporates. See table below.

Last week, a group of US
business interests gave a memoran-
dum to President Obama stating
that there is a “vacuum” in deci-
sion-making in Delhi since the re-
gional parties are having a larger
say about policy matters. This is
atrocious and a direct interference
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in our polity. Do they mean that it
is easier to bribe and do business
with a central authority but not
with several states? What do they
mean by “vacuum”? Our docile
media did not question this. Then
the new chief of the Confedera-
tion of Indian Industry (CII) criti-
cised the government on the same
issue. It is important to know if
the CII represents the interests of
US/Europe business groups or
that of India?

The finance minister, a report-
ed by BusinessLine, has to come up
with an explanation that goes as
follows: “Mr Pranab Mukherjee

has reaffirmed that tax changes
related with the General Anti-
Avoidance Rules (GAAR) pro-
posed in the budget are not sub-
stantive but clarificatory in nature.
These changes reiterated only the
intent of the legislation.... Mr
Mukherjee (also) informed (a meet-
ing of business leaders) that tax
cases which have already been as-
sessed and finalised up to 1 April
2012 cannot be reopened.... Fur-
ther the Indian tax laws are very
clear that companies making capi-
tal gains from the assets located in
India will have to pay taxes either
in the country of their origin or in
India. It is not a case of double
taxation but ensuring that compa-
nies that are liable to pay tax must
pay some tax.”

Now, why should a finance
minister do this? In addition to that,
the most damaging news item to
be published suggests that US
Treasury Secretary Tim Geithner is
looking in to our tax provisions.
Never before in history have spe-
cific proposals of the finance min-
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View Point

istry been examined by the US trea-
sury and perhaps vetted.

The most important point is
that the $11 billion Vodafone deal
was signed in the Cayman Islands.
Similar retrospective amendments
were made in the UK last month
and the same Vodafone was made
to pay tax there. So if it comes to
UK or US laws global business
keeps its tail between its legs and
sits mum, but when it comes to
India bullying and blackmailing is
the norm. Itis a great shame on us
that we are treated like a Cactus
Republic (Banana is a favourite fruit
of Lord Ganesha and so I do not
want to use that name).

In the case of FlIs, as excel-
lently explained by Jaithirth Rao, the
Indo-Mauritius treaty was started

Similar retrospective
amendments were
made in the UK last
month and the same
Vodafone was made
to pay tax there.
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to encourage Indian businesses to
invest in Mauritius. But clever law-
yers and accountants understood
the fine print that companies from
Mauritius investing in India need-
ed to pay no taxes on income gen-
erated in India and from then on
our fiscal regime, the domestic
economy and, possibly, even our
politics, has been distorted. The so-
called “post-box” companies
made many wealthy and powerful
desi investors “round trip” their
overseas funds in to India.

In the case of FDI, an inter-
esting study by KS Chalapathi Rao
and Biswajith Dhar of ISID, New
Delhi, in 2011 suggests that “it is
quite relevant to note that round
tripping related investments in-
creased gradually during the peri-
od from just a little less than 2 per-
centin 2004 to 21 percent in 2009.
In the case of India, while it is typ-
ical of the FDI inflows to enter
via tax havens, this route is exploit-
ed the most by private equity/ven-
ture capital/hedge funds and round
tripping variety of inflows. This is
mote so by PE/VC/HFs pro-
moted by Indians.”

Not only that, Somasekar

Sundaresan argues that FDI, too,
can bring NGO-type activism, as
seen in the activism surrounding
Coal India.

Given the small role that for-
eign money plays in our domestic
investment, one finds that the role
of the FII is more seen in share
market fluctuations that are unre-
lated to our domestic economy.
FIIs may have around 20 percent
of the turnover but have a larger
impact on prices due to herd be-
haviour. If Japanese interest rates
become attractive, they will relo-
cate funds there and it has got noth-
ing to do with our economy.

Itis interesting that the larger,
and more important, flows in the
form of remittances are not much
discussed. It was as high as $60
billion last year. This is the unsung
and unheard activities of Indian
fitters/plumbers/carpenters and
masons (among others) working in
West Asia. Their remittances are as
big as, or even bigger than, our
software exports.

But the finance minister and
the PM seem to give audiences to
FII agents and FDI dalals at the
drop of a hat. They seem to have
met relevant ministers/bureaucrats
atleast a dozen times in the last one
month. But who listens even for a
moment to the average Indian
housewife whose savings is the
primary cause of our economic
growth, or to the plumber from
Kerala, struggling in shanty camps
in West Asia, whose remittances
sustain us.

It is time the finance ministry
and the Republic of India are run
by the finance minister and not by
FlIs and FDI agents. Q0

R Vaidyanathan is Professor of Finance and Control,
Indian Institute of Management, Bangalore. The views are
personal and do not reflect that of his organisation
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SJM ACTIVITY

Swadeshl AwarenessYath ra

wadeshi Jagaran Manch (SJM),

Tamil Nadu went on a padha
yatra from March 5 to April 5,
2012. It commenced its yatra from
Coimbatore covering 13 districts
of West, North & South Tamil-
nadu to insist on the Government
to -
® Withdraw all the moves to al-

low DI in Retail Trade
@ Withdraw all Bills that are det-

rimental to Agriculture and
@ Bring back the black money

stashed away abroad

The districts included Tirup-
pur, Namakkal, Salem, Erode,
Karur, Trichy, Tiruvannamalai,
Cuddalore,Vellore, Kanchipuram
and Chennai. Minimum 10 to 16
Street corner meetings were held a
day with public participation with
around 300 kilometers performed
by walk. Five members including
Nambi Narayanan, Illankumar
Sampath, Rajamani, Manoharan &
Kalyanaraman — walked around
10-12 km each day, and spoke to
villagers and town people over the
need to adopt Swadeshi mindset.
Though all the non-congress par-
ties were invited to participate in
the yatra, the only party participat-
ed officially was BJP.
The Yathra was inaugurated
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By Nambi Narayanan

by Shri. Pon. Radhakrishnan,
President, BJP, TN on 5" March,
2012 at Coimbatore. Leaders
from Sangh parivar including
Bharatiya Mazdoor Sangh,
Bharatiya Kisan Sangh, Akhila
Bharatiya Vidhyarthi Parishad, Hin-
du Munnani participated. Office
bearers of Tamil Nadu Vanigar
Sangangalin Peramaippu played an
active role in organising the yathra
at several places. Galaxy of per-
sonalities including prominent lead-
ers of BJP Sh. L. Ganesan, Shri. H
Raja, Shri C.P. Radhakrishnan, Smt.
Tamilisai Soundararajan participat-
ed in the yathra.

People from various walks of
life offered ready welcome and
tremendous support. During the
course of yathra public were en-
lightened about the impending dan-
gerous bills like Seed Bill 2010,
Bio-Technology Regulatory Au-
thoritative Bill, Land Acquisition
Rehabilitation and Resettlement
Bill, Foreign University Bill, Pen-
sion Reform & Regulatory Authort-
ity Bill & policies like FDI in retail
trade, and national water policy. In
around 13 places the yathris were
able to interact with local leaders

& public about the socio-economic
and cultural issues of the area.

The valedictory program was
conducted on 5" April at Chen-
nai. Mr. K Mohan, General Sec-
retary, TN Vanigar Sangangalin
Peramaippu felicitated the Yathra
team. Mr. Rama. Nambi Naray-
anan, State Organising Secretary,
SJM, TN has shared the experienc-
es of the team.

Mr. K N Govindacharya,
Patron, Rashtriya Swabhimaan
Andholan stressed that Swadeshi
sentiment is not just to do with
materials, but is an outlook aimed
at creating self-confidence and
self-realisation. “We are all affect-
ed by our own environment and
situations and often decide many
things based on pre-conceptions.
We draw a lot of conclusions
based on superficial understanding.
When you observe from a distance
you cannot come to the right con-
clusions,” he said. Cautioning about
the various bills, he said such moves
would again enslave India under
foreign hand.

Mt. S Gurumurthy, Nation-
al Co-Convenor, Swadeshi Jagar-
an Manch appreciated the Yathra
team for their efforts and elabo-
rated on the experiences gained by
them during their interaction with
the public. He said that the Indian
society has a lot more to offer and
it is for us to learn from them in-
stead of looking towards the West
for our solutions.

On the whole, the Yathra
turned out to be a mutually educa-
tive tour where the participants
came to know about the native cul-
ture and methodologies of a cross
section of people and the com-
mon public came to understand the
harmful effects of the proposed
moves of the Government. 00
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SJM Activity

Odisha Prant Sammellan (Rourkela)

7" Prant Samillani of Swadeshi
Jagaran mancha,Odisha state was
held at steel city Rourkela, on 7
& 8" April 2012.

Sammilani was Inaugurated
by Chief Guest Swami Sri Sudha
Nandaji Saraswati, by Odisha State
Convener Er. Pravat Palit presid-
ed over. Inaugural speech was
delivered by Sri Rabindra Sethi
Co-ordinator of the state confer-
ence. As Chief speaker Sri Arun
Ojha, National Convener,
Swadeshi Jagaran Manch, called the
gathering to work for a corrup-
tion free nation. Guest of Honor
Sti Ganesh Prasd Bagadia, chairman
of Grihasthi Udyog, gave his strong
support to ideology of SJM. Sri
Ghanashyam Mahapatra, khetriya
saririk pramukh of RSS also at-
tended. State Co-convener sti Ra-
makant Patra introduced the guests.

Sri Saroj Mitra , All India co-
convenor , SJM, discussed the topic
‘Present Economic Scenario’ in the
first session Presided over by Sri
Satrughna Tarai, state co-convenor,
SJM. National Organiser Sri Kash-
mir Lal ji spoke about the necessi-
ty of swadeshi in development of
nation and also in personal life. Sri
Mohini Mohon Misrha, All India
Secretary, Bharatiya Kisan Sangha
on Seed Bill, Traditional Agricul-
ture & Farmer. Sri Uma Ballav
Ratha, on Land Acquisition & Dis-
placement. Bande Sankar ji from
Jharkhand on FDI in retail, Future
Trading & Price Hike. Er. Pravat
Palit on China. Annada Sankar Pan-
igrahi, Khetra Sangathak, conduct-
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7™, 8™ April, 2012

ed the session on Organizational
Reporting & future programme.
Swadeshi Sandesh Yatra con-
cluded in a Public Meeting held at
the end. The meeting was presid-
ed by state convener Er. Pravat
Palit where valuable speeches made
by chief speaker Sti krushna Chan-
dra Mishra, All India Organising
Secretary, BMS, Sti Mohini Mohon
Misrha, All India Secretary,
Bharatiya Kisan Sangha and Sri
Tanmay dash, State Secretary
ABVP, Odisha. Sti Annada Sankar
Panigrahi asked govt. not to give
farm land to industries and take
right steps in land accusation. Smt
Santi lata sahu called all ladies to
work on swadeshi. Sri Arun Ojha,
National Convenor, Swadeshi Ja-
garan Manch spoke to the audience
on corruption free nation. Confer-
ence Pragrammes co-ordinated by
Sri Prasanna Chhotray, Prant pra-
char prasar pramukh in which near
about 300 karykartas from all over
Odisha attended the sammilani.
The 7th State conference
passed the following three most
important resolutions.
Resolution-1: Placed By Dr.
Dhirendra Nanda: Black Money
and Corruption are national
shame. It says Corruption is great-
est hurdles in countries develop-
ment and demands black money
be returned to the country. Black
Money, it says, is major reason for
all problems like poverty, hungty,
uneducation, unhealthy society, sui-
cide, naxlites etc. .
Resolution- 2: Placed By Sri

Damodar Raut: State Agricul-
ture Economic Policy. It empha-
sizes that without Agriculture there
is no Development of any State.
And demands agriculture land be
not acquired for any other purpose.
Irrigation to all agri-land. Special
budget for Agriculture like Railway
budget. Add N.R.E.G.S with Ag-
riculture. MSP for Rice should be
Rs. 2000/- and govt. should put-
chase all available grains. Proper
distribution of seeds with proper
value. List out all traditional seeds
make research on it and give sup-
port to farmers to apply this.
Resolution 3: placed By Sti
Prasanna Chhotray- SJM Strong-
ly Opposes Price rise, FDI in
Retail & FUTURE Trading. It
demands state and central govt.
immediately withdraw hike in tax-
es, excise duties etc. in present bud-
get. Take necessary steps to stop
devaluation of Indian currency by
RBI and centt] govt. . . . Immediate
withdrawl of more than 50% tax-
es on petrol. Take example of Goa
govt.. Stop entry of FDI in Retail
trade and return FDI bill in parlia-
ment. Stop Future Trading to con-
trol price hike and save general peo-
ple of country. Make more strong
effective public distribution system.
Closing session was presided
by Sti Satrughna Tarai, state co-con-
venor, SJM, in which Sri K.K Jain
,GM raw materials, Rourkela Steel
Plant attended as chief guest. Sam-
milani concluded with Bande Ma-
taram. Vote of thanks given by ses-
sion chairman. Qa
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PROSPEROUS INDIA 20

Women are the strength of Indian economy

The economic development of India is propelled by the love, affection, dedication and
sacrifice of our women folk who remain the backbone of our families. We can only
salute them for they are the real strengths of our economy, underlines P. Kanagasabapathi

Most of us have a feeling that
the role of women in the
Indian economy is limited and they
play only a marginal role in the eco-
nomic and business activities. One
can see the pink media and busi-
ness journals highlighting the low-
er representation of women in
board rooms and executive posi-
tions in the corporate sector, mak-
ing comparisons with selected
western countries. This creates an
impression that the Indian women
contribute less to the economy.

Such a view is based on a nar-
row limited perspective, just like
many other views without much
substance. Field level and empiri-
cal studies conducted in different
centres across the country indicate
that much of the Indian economy
revolves around women. Their role
and influence in the economic and
business activities is much more
than what we think.

Like their counterparts in the
west, they do promote and run
businesses successfully. The Third
All India Census of Small Scale
Industries released by the Ministry
of Small Scale Industries, Govern-
ment of India, 2004 noted that
there were 10, 63,721 women en-
terprises, accounting for 10.11 per
cent of the total units functioning
in the small scale sector. The Fourth
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All India Census of the Micro,
Small and Medium Enterprises sec-
tor, 2009 notes that around 19.20
lakh women enterprises are func-
tioning in the country. There are
many women who occupy the
middle and senior levels in the coz-
porate sector, playing leading roles
in management.

Numbers alone are not very
significant in the Indian context, as
many a times they do not reveal
the full picture. Any objective stu-
dent would know that the Indian
economy cannot be understood by
a few figures and percentages

alone, however important they
might be. This applies to the role

of women in the economy also.

Women perform a variety of
functions that help the growth of
the economy, apart from maintain-
ing a peaceful atmosphere in fam-
ilies. One has to remember that the
maintenance of order in families
is crucial for the smooth function-
ing of societies and nations. Busi-
nesses can flourish and economies
can be sustained only when condi-
tions are favourable.

The functions that our wom-
en perform for the development
of their families and the initiatives
they take vary from generation of
savings, to the mobilization of
funds for businesses, counseling

SUDESIRATRYA



Study

Evidences show that the habit of saving
comes naturally to the Indian women.

o

and guiding people in business, to
sharing of responsibilities in the
ventures directly. One has to ac-
knowledge the role of mothers and
grandmothers for their frugal ways
of life enabling families to save
more. It is these savings that en-
courage the family members to
take up risks by promoting enter-
prises and helping the banking sec-
tor accumulate higher deposits,
which in turn is lent to the private
and government sectors for vari-
ous activities.

Evidences show that the habit
of saving comes naturally to the
Indian women. The role of ladies
belonging to the rural farming
households of the Goundercommu-
nity in the Coimbatore region in
accumulating savings has been re-
corded and appreciated by the for-
eign experts who undertook stud-
ies during the British period. The
tradition seems to continue among
most of the households across the
country.

A study conducted at the
Coimbatore flower market among
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the lady flower vendors coming
from very ordinary backgrounds
showed that they were saving mon-
ey through chit funds on a daily
basis, though they were conduct-
ing businesses with funds borrowed
from the financiers every morning,
The study showed that they were
saving even after paying high rates
of interest and taking home a part
of their return to meet the day to
day expenses of the family.

Many entrepreneurs in differ-
ent centres revealed as to how they
were supported by the womenfolk
in their families — mothers, wives,
sisters and even grandmothers — in
different stages of their business-
es. There are many instances in
which the sons who got their seed
capital for businesses from their
mother’s personal savings, went on
to become successful businessmen.
Some of them reported getting
funds from their housewife-moth-
ers who had savings accumulated
through simple methods such as
selling milk.

Writing in the context of

western Tamil Nadu, Sharad Chari
notes that even dowries have
played a role in the development
of businesses. It is relevant to un-
derstand that housewives also take
part in the family vocations when
situations require. Mentioning
about the success of Patels in busi-
ness in the UK, Patel and Rutten
note: “It is observed that in many
cases both husband and wife run
the shop in rotation. Some of them
are not very fluent in the English
language though their clients are
mostly whites, blacks and non-
Gujaratis. However, they manage
to communicate with their cus-
tomers pleasantly with limited
command over the English lan-
guage.”

It is generally felt that the or-
dinary people without educational
backgrounds are not productive,
especially in their old ages. But this
is not true, more so in the case of
ladies. They contribute a lot to the
building of families and making of
future businessmen and women
through their ways of life, ap-
proaches and activities.

To give an example. It hap-
pened in a village situated about
twelve kilo metres from Tirupur,
the well-known textile centre.
About sixty years back, a boy of
around eleven years fails in third
standard. The father shouts at him.
‘How are you going to lead your
lifer We don’t have enough water
for cultivation. I have a younger
son to look after.” After pausing
for a while, he tells his son: ‘I will
do one thing for you. There is that
tea stall in the nearby temple town
Avinashi. I know the proprietor
who runs it. From tomorrow you
go there and learn the business.
After three months, we can set up
a stall in the main road near our
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Study

village. You can run it and man-
age your life.” The boy did not like
the idea of the tea shop but was
afraid to tell his father.

He runs to his maternal
grandmother living in the nearby
village. He narrates everything. Af-
ter listening, grandmother asks:
‘What will you do?’” Grandson
says: ‘I will walk to Tirupur every
day, work in a hosiery factory and
manage my life” Convinced, the
grandmother takes him to her
daughter’s place. She persuades
her son-in-law to allow the boy
to go to Tirupur.

The boy goes for work and
struggles hard. After about ten
years, he accumulates some mon-
ey and wants to start his own busi-
ness. Since he lacked education, he
takes one of his acquaintances pos-
sessing a degree and working as a
manager in a company as his part-
ner. The business goes on. After
about three years when he reached
his establishment in the morning,
he learns that his partner had run
away from Tirupur, taking the
firm’s money. The youngster, who
has now matured from boyhood,
is full of grief. He goes home. Fa-
ther shouts at him. He runs to his
grandma. She says: ‘Don’t worry.
I have my jewellery. You take this.
Sellit and start your business again.’

He starts a new business and
works very hard, wanting to prove
himself. After having earned money
during the next few years, he de-
cides to enter exports. To his luck
he gets a good order. He invests
all his funds, makes the best items
and sends them abroad. But alas,
the ship carrying his goods gets
destroyed in the seas and he loses
everything. He goes home and
again father shouts. As usual he
runs to his grandma’s home.
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Grandma pacifies: “Why are you
worried? I have four acres of land.
Anyhow I am going to give two
acres to your mother. You take that
now. You ecither sell it or pledge it.
But start your business again.’

The grandson starts his busi-
ness once again. Ultimately he goes
on to become the largest domes-
tic seller in the country, as the pro-
moter of the Viking group pro-
viding employment to hundreds
of persons. Currently he is the
President of the South India Ho-
siery Manufacturers Association,

Tirupur. This is how the very or-
dinary mothers and grandmothers
turn their ordinary children into
very successful entrepreneurs. We
have many such instances in differ-
ent places across India.

The economic development
of India is propelled by the love,
affection, dedication and sacrifice of
our women folk who remain the
backbone of our families. It is im-
possible to measure all their contri-
butions in terms of money. We can
only salute them for they are the real
strengths of our economy. 01
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ANALYSIS

Energy security

Continuation of imports from Iran will provide us
benefits in energy security & increased exports from
rupee payments. On the flip side we stand to lose from
higher oil prices, reduced inflow of capital & access
to technologies, explains Dr Bharat Jhunjhunwala

The energy crisis appears to be
deepening. Global price of oil
is increasing. United States’ Presi-
dent Obama has blamed this on
higher consumption by India and
China. Growing global energy
shortage has encouraged coal-ex-
porting countries like Indonesia
and Australia to up the export price
of coal. We have limited domestic
sources of energy. Our coal re-
serves are expected to last about
150-200 years but speedier con-
sumption of this would lead to a
deeper crisis after domestic sourc-
es are exhausted. The quality of
domestic coal is inferior. We are
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almost wholly dependent on im-
ports for our requirements of ura-
nium and oil. Hydropower is be-
set with problems of environmen-
tal- and cultural damage. Itis in this
background that we have to re-
spond to the increasing pressure
from the United States to reduce
imports of oil from Iran.

The United States is irked by
Iran’s alleged nuclear weapons
programme. Iran has signed the
Nuclear Non-Proliferation Trea-
ty (NPT) which binds it not to
produce nuclear weapons. Iran
has gained access to nuclear tech-
nology by signing the NPT. The

US allegation is that having ac-
quired the nuclear technology un-
der the umbrella of NPT, Iran is
using that technology to enrich
uranium to weapons grade in vi-
olation of the Treaty. But Iran says
it is not producing weapons. It is
difficult to conclusively establish
the case on either side. Hence we
have to take a decision within this
uncertainty.

The US strategy appears to be
aimed at inciting the Iranian mid-
dle class to revolt against its hard
line government. The US does not
want to impose a total embargo
on trade and sink the country into
distress. The US has learnt hard les-
sons of such an approach with
North Korea. Such an embargo
led to acute shortage of fuel and
fertiliser in that country. That led
to declining food production,
famine and large scale deaths. Ul-
timately, the world community had
to step in and supply food aid. The
North Korean Government did
not flinch a bit. The US does not
want to repeat that experience.
Military action too appears to be
ruled out. Iran is a much bigger
country than Iraq. Capital Tehran
is located far away from the coast.
Iran has developed a huge arma-
ments production industry after its
war with Iraq. Moreover, any mil-
itary action may be perceived as an
anti-Muslim measure and bring
forth retaliation.

The US strategy seems to be
to deprive Iran of the convenienc-
es of the middle class. Iran imports
goods like electronic devices which
are mostly consumed by the mid-
dle class. Payments for these are
made from petrodollars earned
from oil exports. It is becoming
difficult for Iran to earn petrodol-
lars. The Iranian Rial is devaluing
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rapidly. The official exchange rate
has been reduced from 9,000 Rial
per dollar to 12,600 Rial recently.
However, the exchange rate on the
grey market is reported to be
23,000 Rial. This has made imports
expensive and deprived the mid-
dle class of these conveniences. The
US hope is that the middle class
will revolt against its Government
in face of these hardships.

The US is asking countries that
import oil from Iran to cut the
quantities so that pressure mounts
on Iran from all directions. Pres-
ently India, China and Japan are
major importers of Iranian oil.
They account for 45 percent of
Iran’s exports. Reportedly, the US
and Japan have reached an agree-
ment under which Japan will re-
duce its imports by 11 percent.
Notwithstanding public statement
by Finance Minister Pranab
Mukherjee to the contrary, Gov-
ernment of India has also report-
edly asked importing oil Public
Sector Undertakings to cut im-
ports from Iran by 10 percent.
Whether this has been done under
US nudging is anybody’s guess.
Europe has already stopped im-
porting oil from Iran. Unsold
stocks of oil are mounting with
Iran. Pressure is undoubtedly
mounting on the Iranian people but
whether this will translate into agi-
tation for- or against the Govern-
ment is to be seen. The Iranian
people had occupied the Ameri-
can embassy in the seventies in sim-
ilar circumstances.

In these uncertain circum-
stances the question before us is
whether to cut imports from Iran
or not. First point is regarding en-
ergy security. It will be difficult to
meet the shortfall due to reduced
imports from Iran. We will have
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to purchase oil at higher price. Sec-
ond, we may lose our foothold on
Afghanistan. It will be difficult for
India to sustain her influence in
Afghanistan against the combined
pressure of Pakistan and Iran. Ja-
panis placed differently than us on
this count. It is likely to face no
defense fallout of an anti-Iran pos-
ture. Third, we stand to gain from
Iran’s offer to accept 45 percent
of the payment in rupees. This will
help boost our exports and help
bridge our increasing current ac-
count deficit.

Fourth is the fallout of impact
of the crisis on the global econo-
my. Throttling supplies from Iran
will lead to increase in price of oil
unless Saudi Arabia steps in a big
way to pump out equivalent
amount of oil in addition to
present production. An increase in
price will affect all oil importing
countries, including most OECD
countries, adversely. At the same
time it will be equally beneficial for
the oil exporting countties includ-
ing Venezuela, Nigeria and Russia.
This may lead to recession in the
developed countries. However, in
my reckoning, the net impact on
the world economy will be small.
The center of economic power will
shift from the importing- to ex-
porting countries. Loss of purchas-
ing power of Germany will be
made up by increase in purchasing
power of Venezuela. Nevertheless
this will impact India negatively
through higher oil prices.

Fifth point is of lesser inflows
of foreign capital and access to
advanced technologies from the
United States and Europe. Refusal
to toe the US line will deprive us
of these benefits. However, the
impact of reduced capital flows is
likely to be small because it will be

It will be difficult
Jor India to sustain
her influence in
Afghanistan against
the combined
pressure of Pakistan
and Iran.

partly neutralized by increased flow
of petrodollars. Yet, there will be
some negative impact that has to
be taken on board.

My assessment is that contin-
uation of imports from Iran will
provide us benefits in energy se-
curity and increased exports from
rupee payments. On the flip side
we stand to lose from higher oil
prices, reduced inflow of capital
and access to technologies. In this
balance, I would vote to coopera-
tion with Iran.

Ultimately we will have to re-
duce consumption of energy. We
cannot be energy-secure if our
consumption exceeds our produc-
tion hugely. We have to face the
tradeoff between energy con-
sumption and energy security head
on. Increased consumption will
endanger security; and increased
security can only be got by reduc-
ing consumption. We must realize
that capacity of mother earth to
generate energy is limited. We must
find ways of improving our stan-
dards of living with reduced con-
sumption of energy. Otherwise we
will land ourselves into a situation
where we are hooked to high con-
sumption which we cannot fulfill
and may even lead to collapse of
our civilization just as happened to
our forefathers of the Indus Val-
ley Civilization. Qa
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Nation needs a strong, conscience President

Nation needs a strong, ideologically-oriented benevolent person as the head of the
state. Only such a person can keep the nation integrated and lead it to become the
leader of the international community, opines Shivaji Sarkar

t is time we consider who can

be president of India. The head
of the state must be a person of
integrity, inspirational, intellectual
and visionary. That should be the
normal consideration.

But the reality is different.
Except for these inherent qualities
as also his capability to guide the
nation in times of crisis, the sys-
tem is once again looking for a pli-
able person who would kowtow
the ruling party. It is not a very
unenviable proposition.

The nation is considering
names on consideration of religion,
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unimportance in political terms
and certainly someone who would
be as dumb as possible. Some of
the names that are being consid-
ered defy any logic.

The first consideration in the
present discussion led by the rul-
ing party is of course the religion
of the person. It starts with the
premise that if someone is from
the majority Hindu community, he
has little place in this discussion.

In a democracy birth is not
supposed to be an important is-
sue. The debate however is being
structured in a way that this be-

comes a must. It starts with the
exclusionist view. The purpose is
not to provide equal opportunity
to the eligible persons but how an
eligible could be declared unfit on
extraneous consideration.

So howsoever big or suitable
names may be there, they are not
to be considered. It creates a class
of political pariah. An entire com-
munity with the largest population
unfortunately gets into that syn-
drome.

The ruling party’s compulsion
is well understood. Its base is dwin-
dling. It is sticking to every possi-
ble gimmick to boost its prospects
even if it is at the cost of the spirit
of nationalism and well being of
its people. The lessons from UP
has not been learnt. There its ef-
forts at fragmenting the society
only led to the consolidation of
minorities against it. Now once
again it is promoting that.

The basic premise for look-
ing for the presidential candidate
succumbs to the concept of mi-
nority-ism. Even among the mi-
norities only one set of minority is
more important. Does it not cut
at the root of very concept of sec-
ular polity? Does secularism only
mean that the nation would have
to take care of the minority com-
munity who has been at the root
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of weakening the country by vari-
ous means — partitioning it to cre-
ate the ultra-terrorist nation, giv-
ing all kinds of support to terror-
ists, undermining the security of
the nation, its economy and hitting
its interests by producing more chil-
dren than the nation can feed.

It is a serious issue. The na-
tion must not succumb to cacoph-
ony of engineered campaigns to
aimed at “undoing their poverty”
by producing various committee
reports. If similar committees are
appointed for each of the caste
or community groups, it would
only replicate Sachar Committee
report.

Over 55 to 60 per cent peo-
ple live in abject poverty. They are
from all communities and castes.
In every caste, community, tribal
or social group almost 60 per cent
of their people lives in abysmal
conditions.

The unfortunate part is no-
body ever appointed a commit-
tee to look at the conditions of
individual groups. If itis done the
country would be replete with
hundreds of Sachar type reports.
All would point to one basic fact
that poverty and unemployment
is evenly spread. It does not dis-
criminate.

But the powerful community
could create a web around it to
forcefully propagate the “discrim-
ination” which is not there. The
politically savvy community knows
the methods of subtle arm twist-
ing and get decisions in its favour.

Poverty remains the easiest
stick to win the sympathy of all
within the country and outside.
This is the greatest myth. The larg-
est number of smugglers, mafia
clan from Azamgarh to Mumbai
and Dubai proudly hail from this
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The president as
the Constitution
envisaged is not
supposed to be a
rubber stamp.

community. The richest business-
men of Mumbai, Kerala, Gujarat,
Tamilnadu, UP, West Bengal and
Bihar belong to this community.

The textile exporters of Bhi-
wandi, Bhagalpur, handicraft ex-
porters of Moradabad, Aligarh
and Meerut are from this commu-
nity. Even some of the largest
builders in Andhra, Tamilnadu and
software exporters are from this
community.

They are there in key govern-
ment positions, in ministries, assem-
blies and where not. They have
strategically voted in UP to elect
the largest number of 69 MLAs —
irrespective of political affiliation,
short of their target of 75 in a
house of 402.

They are the most organised
people to blackmail the nation to
increase their shares. It must be
countered now.

The national political parties
must draw the strategies to choose
a presidential nominee keeping this
aspect in mind. They also need to
bust the policy of appeasement of
the ruling clan and tell the nation
the reality.

It is necessary not only to elect
a capable person as the president
but also to correct the political
coutse.

The process should look for
a person who is above all this. The
nation must look for an astute po-
litical personality so that if need be
he can question his prime minister

and his colleagues. The president
has to be the standard bearer of
the spirit of the Constitution and
ethos for which this nation has
stood for.

As polity is becoming unsta-
ble with weak personalities head-
ing the government and adminis-
tration, it is time the nation elects a
person as president who not only
can command respect but also can
guide the nation.

The president as the Consti-
tution envisaged is not supposed
to be a rubber stamp. The presi-
dent must have strength to give
direction to the government, not
just in theory but in reality. It has
happened in the past.

It is time of crisis —political,
economic, ethical and moral. The
situation is aggravating. The insti-
tution of president is supposed to
steer the nation in such emergen-
cies — to help it select the right path.

So the nation needs a strong,
ideologically-oriented benevolent
person as the head of the state.
Only such a person can keep the
nation integrated and lead it to
become the leader of the interna-
tional community. The nation had
too many bureaucrats at all levels.
No person with such a tag should
come to occupy the highest office.
The leading national parties need
to come together to elect such an
astute political person. He should
symbolise the change the country
is pining for.

Some 40 years back the sys-
tem was challenged to elect a la-
bour leader, VV Giri, as the pres-
ident. The nation needs to emu-
late that to usher in the qualitative
change in the fragmented politi-
cal process. It is a great opportu-
nity. Will some political organisa-
tion do that? aa
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Govt contemplates change in norms, tax
sops to revive what it terms SEZ boom

( :ommerce Department gov-

ernment of India is propos-
ing fresh tax concessions and a cut
in the minimum area requirement
to a quarter of the present specifi-
cations for special economic zones,
especially those held up for years.

The department has suggest-
ed that any zone that is not built
around the identified 40 million-
plus cities and state capitals would
be eligible for duty benefits on cap-
ital investment for construction
of hotels, hospitals, schools and
colleges, residential and business
complexes and training, leisure and
entertainment facilities in what is
defined as non-processing area
(NPA) infrastructure. Sources said
that the zones will be eligible for the
tax concession if they are built 50-
100 km from an urban conglom-
erate and facilities have to be for
exclusive use of SEZ employees.

In case of SEZs constructed
in 123 backward districts, this in-
frastructure can also be used by
those who are not part of the zone,
a 48-page note said. At present, the
rules specify that NPA can’t exceed

(Area in hectares)

SEZ type Area Now Proposed
Multi-product 1,000 250
Multi-services 100 40
Sector-specific 100 40
IT/ITES 10 Nil #
New sectors* NA 10
FTWZs** NA 40

# Built-up area restrictions will apply

*IT & electronics, renewable energy, agro-based food SEZs
** Free trade warehousing zones (FTWZs) in multi-product
SEZs

VLA EC T
SN D ENPATRIKA

half the area of an SEZ.

In addition, the department
wants to extend the benefits of
export schemes to SEZ units, that
are already available to entities out-
side the zone, to make up for the
levy of minimum alternate tax and
other tax concessions that were
withdrawn by finance minister
Pranab Mukherijee last year.

Further, nearly half the fund-
ing available under Aside, a scheme
to build infrastructure for exports,
may be allocated for building con-
nectivity and infrastructure in SEZs.

To tide over the land prob-
lem, the commerce department has
proposed not just cutting the min-
imum area requirement but also
changing the rules for contiguity. If
the department’s proposal goes
through, a multi-product SEZ
could be built over 250 hectares
instead of the minimum floor area
of 1,000 hectares at present (see ta-
ble). In case the zones are planned
in the special-category states, which
include the North East and the hill
states, the minimum area require-
ment is proposed to be cut from
200 hectares to 50 hectares.

Further, within the multi-prod-
uct zones, more flexibility is pro-
posed to be given in creating sec-
tor-specific areas if the land area is
exceeded. For instance, if a multi-
product developer has 270 hectares,
it can have one multi-product zone
and two others of 10 hectares each
for, say, handicrafts and gems and

jewellery. There will also be the op-
tion to build four sector-specific
zones of 10 hectares each in case a
developer has 40 hectares land.

There is concession planned
for IT SEZs too with the com-
merce department suggesting that
the minimum land requirement of
10 hectares be done away with.
Also, the requirement of one lakh
square metres of built-up area
would be insisted upon only if the
IT or ITES zone is in Delhi (NCR),
Mumbai, Chennai, Hyderabad,
Bangalore, Pune and Kolkata. In
case of 15 category B towns, this
requirement is proposed to be
fixed at 50,000 square metres and
25,000 for all other cities.

There are other provisions
too which are aimed at helping
developers tide over the problem
of land acquisition. For instance,
the commerce ministry has sug-
gested that continuity between the
processing area, which houses the
manufacturing units and related lo-
gistics, and NPA may not be instead
upon. “You can have several gates
which are manned by SEZ person-
nel to allay fears related to physical
contiguity in case there are highways
or water bodies,” said an official.

If the move goes through,
developers can have over 50-60%
of the processing area in one plot
of land, while residential quarters,
hospitals and schools can be built
on another patch even if it is at a
distance. Qaa
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India launches 5,000-km range Agni-5
missile successfully

ndia was successfully test-fired Agni V on 19 April

2012 at 8.07 am, the Agni V from Wheeler
Island off the coast of Orissa. The test launch was
made from the Launch Complex 4 of the Integrated
Test Range (ITR) at Wheeler Island using a rail mo-
bile launcher. The flight time lasted 20 minutes and
the third stage fired the re-entry vehicle into the at-
mosphere at an altitude of 100 kilometres (62 mi).
The missile re-entry vehicle subsequently impacted the
pre-designated target point more than 5,000 kilome-
tres (3,100 mi) away in the Indian Ocean. Agni-V
was able to hit the target neatly at pin-point accuracy,
within a few metres of the designated target point.

Chinese experts though, felt that the missile has
the potential to reach targets 8000 km away and that
the Indian government had deliberately downplayed
the missile’s capability in order to avoid causing con-
cern to other countries. The Agni-V is a three stage solid
tuelled missile with composite motor casing in the sec-
ond and third stage. In many aspects, the Agni-5 car-
ries forward the Agni-3 pedigree. With composites used
extensively to reduce weight, and a third stage added
on (the Agni-3 was a two-stage missile), the Agni-5 can
fly significantly more to inter-continental range.

Total flight duration for the first flight test of
Agni-V on 19 April 2012 was for 1130 seconds. The
first stage ignited for 90 seconds.

“The Agni-5 is specially tailored for road-mo-
bility,” explains Avinash Chander, Director, ASL.
“With the canister having been successfully developed,
all India’s future land-based strategic missiles will be
canisterised as well.”

At the launch pad with Saraswat were Avinash
Chander, the DRDO’s chief controller of missiles, ;
V G Sckaran, boss of Advanced Systems Laborato-
ry, the home of the Akash programme; Tessy Tho-
mas, the self-effacing “missile woman”, who handled
the Agni-4 project; and Dr Gupta, the project direc-
tor for this test. “For us, the Agni-5 success is the
culmination of 30 years of work that began in ear-
nest in 1983, said Dr Saraswat.

Defence Minister A K Antony congratulated the
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team for “the immaculate success” of the Agni-5,
hailing the efforts of “numerous unsung scientists of
DRDO who have worked relentlessly years together
to bring the nation to this threshold”.

The DRDO chief told media the Agni-5 was
not just a long-range rocket. “This missile incorpo-
rates unique technologies that will allow us to have

multiple variants. We can achieve short ranges, higher
ranges... all with the same missile,” he said.

Although the DRDO calls the Agni-5 an inter-
continental ballistic missile (ICBM), its range of 5,000
km puts it — by most conventional measures —in
the class of intermediate range ballistic missiles
(IRBMs), which have ranges of 3,000-5,500 km. The
Agni-5% range is carefully calibrated; it can reach tar-
gets anywhere except for America and Australia. This
would allow it to strike all of India’s potential adver-
saries, even as friendly capitals in Western Europe and
the US stay out of range. DRDO sources say that, in
case of need, the Agni-5 could easily be ramped up
into an intercontinental ballistic missile (ICBM), with
a range of more than 5,500 km.

For now, more testing lies ahead, says the DRDO
chief. “We will have two more test launches of the
Agni-5, and then productionise it for induction into
tield service with the Strategic Forces Command. We
will also start working on different variants of the
Agni-5, including MIRVs (multiple independently tar-
getable re-entry vehicles), anti-satellite systems, and on
making the Agni-5 capable of launching military sat-
ellites on demand,” says Saraswat. aa
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| Urgent need to build defence capabilities: Parliamentary panel I

Noting that India’s defence

expenditure was lowest
compared to countries like China
and Pakistan in terms of GDP, a
Patliamentary panel has said there
was an urgent need to build de-
fence capabilities to face any chal-
lenge including a “two-front war”.

Highlighting huge gaps be-
tween the required and existing
force levels in its report tabled in
Parliament, the panel said there
was a need to allocate adequate
budget for the three armed forces
as the country was surrounded by
difficult neighbours.

The Committee also pointed
out that in the Air Force, which
currently has 34 fighter squadrons
against the sanctioned strength of
42, “the number of fighter squad-
rons is likely to reduce further to
31 during the 12th Plan period.”

“The defence expenditure as
compared to some of the Euro-
pean and neighbouring countries,
the data made available to the Com-
mittee indicates that defence expen-
diture as per centage of GDP in
India is lowest as compared to US,
China, Pakistan, Russia & France,”
the report said.

“There is an urgent need to
build defence capabilities to face
any challenge including the worst
scenario of a two front war....The
Committee may like to emphasise
that India is surrounded by diffi-
cult neighbours and as such there
is an urgent need to allocate ade-
quate outlay to the Services,” it said.

The Committee also ex-
pressed concern over the fact that
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of the Rs 66,032 crore allocated
for capital acquisitions in 2012-13,
only Rs 5,520 crore would be avail-
able for new acquisition projects
as the remaining would be used for
committed liabilities. The total out-
lay for defence in the budget for
2012-13 is Rs 1,93,407 crore.

Ammunition shortage

The Parliamentary panel has
also pulled up the Government
saying it was alarmed over the way
deficiencies were allowed to con-
tinue leading to such a situation.

The panel asked the Govern-
ment to ensure that all confront-
ing issues regarding acquisitions
should be addressed immediately
and desired allocations for pro-
curements should be made avail-
able to the Army.

“All the issues confronting
delay in procurement should be
dealt to put the procurement pro-
cedures on fast track mode. The
issue of critical gaps should be
addressed without any further de-
lay and also within the stipulated

time-frame,” it said.

The Army Chief has alsoina
letter (leaked to Press) to Prime
Minister highlighted the shortage of
ammunition for tanks and 97 per

cent obsolescence in air defence
system. Much of India’s defence
equipment is “obsolete” and the
forces are “woefully short” of
weapons, army chief General VK
Singh has said.

In his letter, Gen Singh said
India’s air defence was “97% ob-
solete”, the army lacked the equip-
ment it needed and its entire tank
fleet was “devoid of critical am-
munition to defeat enemy tanks”.

The infantry lacked “night
tighting” capabilities and was crip-
pled with “deficiencies of crew-
served weapons”, the letter added.

India’s armed forces have
been attempting a modernisation
drive in recent years that has made
the country the world’s top arms
importer.Analysts say the upgrade
has been hampered by delays and
a lack of planning. aa
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Maoists kidnap District Collector in Chhattisgarh

Maoists terrorists kidnapped the district collector
of Sukma district in Chhattisgarh. Menon’s two
bodyguards have been shot dead in the attack.
Menon was on his way back to Sukma when 15-
20 Maoists stopped his vehicle and took him hos-
tage. Menon, a 2006-batch officer of the Indian
Administrative Service (IAS), was abducted from
middle of a meeting near Kerlapal.

“Around 20 Naxalites reached the spot and
shot dead two personal security officers of the
Collector before taking him into the nearby forest,”
Additional Director of Police (anti-Naxal operations)

Ram Nivas said.

Menon had gone to attend the Gram Swaraj
Abhijaan - a state government-run programme
meant to promote greater coordination and con-
nect between the villagers and administration.

Sources said that the Intelligence Bureau (IB)
had inputs to suggest that the Sukma District
collector could be targeted by Maoists.

The Maoists have demanded freeze on Op-
eration Green Hunt against them and the release
of eight of their jailed colleagues in exchange for
Menon, whom they took hostage Saturday. Q

Telecom companies to gain

Contrary to the telecom operators’ contention
that the Telecom Regulatory Authority of India’s
(Trai’s) recommendations - hiking the reserve price
for the auction of 2G spectrum - will make it pro-
hibitive to operate, an analysis of the recommenda-
tion shows that the service providers stand to gain
under the new regime over the long run if they have
to pay the reserve price for the spectrum.

That’s because while Trai’s recommendations en-
hance the spectrum fee, they also drastically reduce the
proportion of revenues (to a uniform level of 1% as
against the existing 3% to 7% depending on how much
spectrum an operator uses) that the operators have to
give to the government as user charges. Airtel,
Vodafone, Idea Cellular and Reliance Infocom will gain
Rs 1,20,000 crore in the next 20 years in the circles where
old licences will expire between 2014 and 2016, pro-
vided their revenues grow at a conservative 12% per
annum. As the revenues earned by mobile phone op-
erators run into tens of thousands of crores, any drop
in the sharing of the revenue leads to huge savings.

‘Telenor ready to pull out of India’

Norwegian firm Telenor has threatened to exit
India, saying it will be tough for companies to com-
ply with the spectrum auction norms and rollout ob-
ligations suggested by the regulator, Trai.

“In totality, if this is becoming policy, then the
government is forcing us to leave. It’s quite clear it
will not work for us... We are willing to write off the
Rs 14,000 crore we have invested,” Unitech Wireless
CEO Sigve Brekke told TOI. Telenor holds 67% in
Unitech Wireless and is looking to sever ties with its
Indian partner Unitech.

Unitech Wireless’ 22 licences were among the
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122 cancelled by the Supreme Court in February on
the grounds that former telecom minister A Raja ig-
nored norms while issuing them.

But given the controversy around allocation of
scarce natural resources, such as spectrum and coal,
below the market price, it is unlikely that the govern-
ment will risk reducing the floor recommended by Trai.
The SC has asked the government to auction licences
and spectrum and the telecom department is expect-
ed to deliberate on the recommendations this week.

Ban junk food

Health minister Ghulam Nabi Azad has written
to HRD minister Kapil Sibal urging him to direct
schools and colleges to discourage carbonated drinks
and junk food in their canteens. The suggestion comes
in the wake of more and more youngsters being di-
agnosed with diet-related disorders.

The health ministry, in consultation with experts,
is trying to promote healthy foods. “We must em-
phasize on consumption of fruits and vegetables and
promote a culture where people exercise regularly. I
request you to consider issuing a directive to schools
and colleges to promote healthy food habits,” Azad
said in his letter. Hema Arvind, chief dietician at MS
Ramaiah Hospital, said: “Junk food is rich in trans-
fatty acids. If are consumed over a long period, they
could lead to diabetes and hypertension.”

Rs 2 lakh cr to save climate

The fight against climate change will take a stra-
tegic jump in the 12th Five-Year Plan (2012-2017) with
the government intending to plough in almost Rs 2
lakh crore through the various missions, the working
group on climate of the 12th Five-Year Plan has said.

The report secks setting up of a dedicated struc-
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Vodafone warns Kapil Sibal

The Indian arm of Vodafone Group has warned tele-
coms minister Kapil Sibal against implementing
sector regulator Trai’'s recommendations on reform-
ing - redistribution of airwaves in the 900 MHz band
largely held by incumbents and substituting it with
frequencies in the 1800 MHz band - when licenses
of mobile phone companies come up for renewal
beginning 2014. Vodafone said that extension of
licenses with a different type and quantum of spec-
trum was legally flawed and added that mobile

permits were already technology neutral.

“The potential change in use of spectrum can-
not be the trigger for reforming because technology
neutrality is already built to policy and licensing
framework,” the company said in its communica-
tion to Sibal. The telco also accused Trai of coming
out with its recommendations on refarming without
considering its impact on mobile customers, public
policy objectives, rural telephony, green telecom
objectives and sustainability of the industry. Q

ture of governance to oversee the different pro-
grammes under the 12th Plan with such large funds
to be invested. The agriculture mission under
the National Action Plan on Climate Change alone is
to spend upwards of Rs 1 lakh crore over five years
to make the primary sector more resilient to inevitable
changes in climate change. The report pointed out that
the government already spends 2.8% of its GDP on
programmes that bring adaptation benefits to people.

But the expert group, headed by K Kasturiran-
gan, which wrote the report, has warned that gov-
ernment should not make any further commitments
on reducing greenhouse gas emissions without hold-
ing the widest possible consultations with ministries
concerned and other stakeholders. It has asked for an
inter-ministerial group to be set up to draw up strat-
egy as the issue envelops large investment as well as
strategic concerns.

Exchange-traded fund for PSU shares

The government is toying with the idea of an
exchange-traded fund for shares of public sector
companies on the lines of Hong Kong’s Tracker Fund,
which has been a runaway success.

The department of disinvestment is of the
view that such a fund will offer the government a
stable mechanism to raise large sums of money from
the market with minimal disruption to the shate pric-
es of these companies. The idea has been mooted at
a time the Centre is worried that choppy markets could
make it difficult to meet its disinvestment target of
Rs 30,000 crore this fiscal.

Last year, the government raised just Rs 13,894
crore from stake sales in PSUs, well short of its Rs
40,000-crore target. Even this was achieved largely
through the controversial auction ofONGC shares,
which was bailed out by state-run Life Insurance Corp.

However, the government hopes an exchange-
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traded fund, or ETF, will load the dice in its favour.

EGoM given sweeping powers

The government has vested sweeping powers in
the Empowered Group of Ministers (EGoM) for
the auction of telecom spectrum in the 2G band (1,800
MHz). The EGoM has been given more powers af-
ter the Prime Ministet’s approval, through a cabinet
secretariat memo a few days ago. Under the new
terms of reference, the EGoM will decide on key
issues, including the quantum of spectrum to be allo-
cated in the 2G band, the number of blocks and their
size, the eligibility criteria, the reserve price for the
auction in the relevant bands, the spectrum usage charg-
es, the fee payable to the auctioneer and any other
issue that may arise out of the Trai’s recommenda-
tions or is considered relevant to the auction.

In another significant move, the government has
inducted V Narayanasamy, minister of state in the
Prime Minister’s Office, as 2 member in the EGoM.
So, the PMO will be able to participate directly in the
decision-making process.

Funding Mid-day meals

With some States defaulting on payment of their
share of funds for providing meals to children in
government schools, adversely affecting the imple-
mentation of the Mid-Day Meal Scheme, the Centre
has now asked all States to consider adopting Andhra
Pradesh’s model ‘Green Channel Scheme.” The A.P.
model makes funds available throughout the year.

An analysis of the annual plan proposals received
from the States and Union Territories has revealed
that only 3 meetings of the State Steering-cum-Mon-
itoring Committee (SSMC), headed by the State Chief
Secretary, were held in 2011-12, as against once every
quarter as mandated in the guidelines.The SSMC is an
apex body at the State level for guiding, monitoring,
and implementing the scheme. Qa
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75pc of poor are unbanked, says WB

Three quarters of the world’s poor, living on less
than $2 a day, have no bank account, further driv-
ing the vicious cycle of poverty, the World Bank
says in a report.

The lack of bank access stemmed not only
from poverty itself, but also because of the cost,
travel distance, and the paperwork involved in hav-
ing a bank account, the report said.

“Those without access to formal banking of-
ten have to rely on money lenders who often charge
high fees. The ‘unbanked’ are also less likely to
start their own business or insure themselves
against unexpected events,” it said.

According to the bank, 2.5 billion people are
without access to formal banking. The findings
were based on a survey of 150,000 people in 148
countries conducted by the US pollster Gallup.

The information is being gathered for a finan-
cial inclusion database being built by the World

Bank with a 10-year grant from the Bill & Melinda
Gates Foundation.

The survey found that in developing coun-
tries, polling adults at all income levels, only 37
per cent of women had bank accounts, compared
with 46 per cent for men.

More than 80 per cent said they used infor-
mal sources of credit, such as an account with a
business or a loan from a friend.

“Even among those who do have a formal
bank account, only 43 per cent of adults use their
account to save. Yet 61 per cent of account hold-
ers worldwide use their account to receive pay-
ments from an employer, the government or fam-
ily members living elsewhere,” the World Bank said.

The research confirmed the rising popularity
of using mobile phones to transfer money, bank-
ing that often does not require setting up an ac-
count at a brick-and-mortar bank. Q

Tackle rising income inequality

The Asian Development Bank has urged regional
governments to tackle rising income inequality with
more urgency, warning any delay could undermine
social cohesion and economic growth.

Rajat Nag, ADB’s managing director-general, said
failing to address the problem now could spark fur-
ther dissatisfaction and lead governments to resort to
populist measures to appease their citizens.

But populist measures like fuel subsidies and cash
grants are taxing on state coffers and could result in
financial instability in the longer term, he said. If pol-
icymakers do not address the problem now, “there
will be greater pressure later to maybe take on popu-
list policies which are not economically very wise be-
cause there is mounting pressure and for political rea-
sons to start making concessions,” Nag said.

A study released by the Manila-based bank this
month warned Asia’s rising wealth was fuelling ine-
quality and income disparities, with the underprivi-
leged at risk of being sucked into a “vicious circle”
of poverty and neglect.

Yunus’s social businesses

Bangladesh Finance Minister A.M.A. Muhith has
said the government will form a commission to en-
sutre “accountability” of the Grameen social businesses
run by Nobel peace laureate Muhammad Yunus.

The government had fired Yunus from the mi-
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cro-lending pioneer Grameen Bank last March, but
the 2006 Nobel winner still leads scores of social
businesses, aimed at creating jobs and reducing pov-
erty in the country.

Critics including Yunus say the government is
planning to take over the empire including its multi-
billion-dollar stake in Grameenphone, the country’s
largest telecom company.

Mubhith told reporters that although most of these
social business had Grameen’s name, they were not
linked with the original microfinance lending institu-
tion which provides credit to the poor.

“All of them are tied with Professor Yunus. These
54 enterprises don’t have any relation with micro-cred-
it. They don’t function in rural areas, they function all
over the world,” the minister said.

Yunus has since said he would stay focused on
his social businesses, which include Bangladesh’ larg-
est renewal energy company, a top garment manu-
facturer and providers of anti-mosquito nets, clean
water and dairy products.

China to widen yuan trading

China’s central bank says it would widen the
yuan’s trading band against the dollar following inter-
national pressure to allow its tightly controlled cur-
rency to appreciate. The yuan is currently allowed to
trade 0.5 percent on either side of a midpoint price
set by the central bank every trading day.
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US, Pak talks fail to break stalemate

The latest high level talks on ending a diplomatic
deadlock between the US and Pakistan ended in
failure over Pakistani demands for an unconditional
apology from the Obama administration for an air-
strike. The White House, angered by the recent Tal-
iban attacks in Afghanistan, refuses to apologize.

The Obama administration’s special envoy
toAfghanistan and Pakistan, Marc Grossman, left
the Pakistani capital with no agreement after two
days of discussions aimed at patching up the dam-
age caused by the American airstrikes last No-
vember that killed 24 Pakistani soldiers on the

Afghanistan border.

Both sides insist that they are now ready to
make up and restore an uneasy alliance that at
its best offers support for American efforts in Af-
ghanistan as well as the battle against some ex-
tremist groups operating from Pakistan . The ad-
ministration had been seriously debating whether
to say “I'm sorry” to the Pakistanis’ satisfaction -
until April 15, when multiple , simultaneous attacks
struck Kabul and other Afghan cities. “What
changed was 15th of April,” said a senior adminis-
tration official. Q

Beijing’s trading partners have long criticised its
yuan exchange rate, saying it is kept artificially low, fuel-
ling a flow of cheap exports that have helped trigger
huge trade deficits between some countries and China.

China has repeatedly vowed to loosen its grip
on the yuan as it moves towards full convertibility but
it has rejected calls for a faster appreciation for fear
of hurting its manufacturing sector, a key driver of
its economy.

China’s GPS launch

China says it had successfully launched two nav-
igation satellites, the twelfth and thirteenth additions
to its fast-expanding home-grown navigation and
positioning satellite network that will soon end Chi-
nese dependence on the United States-run Global
Positioning System (GPS).

The two satellites were launched from the Xi-
chang Satellite Launch Centre in southwest Sichuan
province, carried on a Long March-3B rocket. This
marked the first instance of two navigation satellites
being launched using one rocket, the State-
run Xinhua news agency said.

China has in recent months accelerated its plans
to expand its indigenous Beidou or Compass global
positioning network, which will be completed to pro-
vide global coverage by 2020 with more than thirty
satellites in orbit. The Beidou network will make Chi-
na only the third country in the world — after the U.S.
and Russia — to have its own independent, indigenous
navigation system, Xinhua said.

No ice loss in Himalayan glaciers

One of the world’s biggest glacier regions has
so far resisted global warming that has ravaged moun-
tain ice elsewhere, scientists reported.

SWADESIRATRIA

For years, experts have debated the state of gla-
ciers that smother nearly 20,000 square kilometres
(7,700 sq. miles) of the Karakoram range in the west-
ern Himalayas. Straddling parts of China, Pakistan and
India, the Karakoram’s peaks include K2, Earth’s sec-
ond-highest mountain.

Its glaciers account for nearly three per cent of
the world’s area of ice outside the ice sheets of Green-
land and Antarctica. In locations around the planet,
mountain glaciers are shrinking in response to higher
temperatures, contributing importantly to sea-level rise.

Yet the situation for the Karakoram has until now
been sketchy. Scientists have found it almost impossi-
ble to study the glaciers on the ground, for the region
lies at great altitude in a border area, and access is
hampered by snow avalanches and glacial debris.

But a French team, comparing 3-D satellite maps
from 2000 and 2008, said the glaciers had not lost
mass over this period and may even have grown a
tiny bit, at 0.11 millimetres (0.04 of an inch) per year.

No bounty on Hafiz Saeed

The US government did not announce
any bounty for Jamaat-ud-Dawachief Hafiz Saeed,
suspect in the Mumbeai terror attacks, American am-
bassador to PakistanCameron Munter has said, blam-
ing Pakistani media for “misreporting” the issue.

“Though Hafiz Saeed is a suspected accused of
the Mumbai terror attacks, the US government didn’t
place any bounty/head money for him,” Munter was
quoted by the Dawn newspaper as saying.

However, in the first week of April, American
website Rewards for Justice had announced that in-
formation leading to Saeed’s arrest or conviction shall

be rewarded with upto $10 million.
(]
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Drop Flavored Cigarette Ban: WTO to US

WTO has ruled the Obama Administration must
overturn legislation banning flavored cigarettes. The
legislation was originally enacted in 2009 in a biparti-
san move aimed at stemming the uptake of cigarette
habits amongst children.

WTO’s 4 April 2012 ruling claims the law is dis-
criminatory as a result of the law specifically exempt-
ing menthol cigarettes to the detriment of Indone-
sian clove cigarette makers. The US Trade Represen-
tative had appealed an earlier ruling by WTO by claim-
ing the court erred by treating clove cigarettes and
menthol cigarettes as similar products.

The Family Smoking Prevention and Tobacco Control
Act endowed FDA with the power to regulate the
tobacco industry. The law remains in effect, and the
Obama administration has pledged to uphold the leg-
islation in the face of retaliation from Indonesia.

Segregate LDC agenda

FBCCI president AK Azad has called upon
WTO to segregate all the LDC agenda from the sin-
gle-undertaking package and implement those within
a timeframe. “When the global economy is in crisis,
the WTO Doha Development Agenda is in impasse
and the credibility of multilateralism is under chal-
lenge. .. it’s vital for the WTO to expedite meaningful
and time-bound negotiations by not tying up the DDA
single-undertaking package,” he told a function at a
city hotel.

“We’re passing through difficult times. Our ex-
ports are decreasing, Inflow of FDI (foreign direct
investment) and foreign finance are also insignificant,”
Azad said. The FBCCI (Federation of Bangladesh
Chambers of Commerce and Industry) arranged the
event titled ‘Recent Developments in the Global Econ-
omy and Role of WTO’ with AK Azad in the chair.

Indian WTO offensive against US

India will likely bring two new cases against the
United States at WTO. The first relates to the cost of
U.S. work visas, which discriminates against Indian
IT firms. The second likely case charges that a U.S.
import duty on steel pipes violates international trade
rules. The Indian moves come just a few weeks after
the United States filed a complaint based on Indian
poultry restrictions (India insists that the restrictions
are based on health concerns). According to
WTO data, these new cases would make India a coun-
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try that complains to the organization as often as it
responds to complaints.

India proposes to take the US to the WTO dis-
puting “discrimination” against the Indian software
companies which are being asked to pay higher H1B
and L1 visa fee for their employees than the Ameri-
can firms for bringing more number of skilled im-
migrants to their country at lesser costs.

India will further open market for LDCs

Four developing countries, including India, have
told the WTO they would further open their markets
for least-developed countries, a move which will help
boost the economies of the poor nations. At a meet-
ing of the sub-committee on LDCs, these members
have provided information on their duty-free schemes.
The committee is dedicated to discuss issues of par-
ticular importance to LDCs.

India’s duty-free tariff preference scheme is op-
erational since 2008, and since then duties are being
gradually eliminated to bring 85 per cent of its tariff
lines under duty-free coverage (for LDCs) over a
period of five years, it said. India is among the fastest
growing markets for exports from LDCs.

The LDCs comprise about 12 per cent of the
world’s population, but account for less than 2 per
cent of world’s GDP and about 1 per cent of global
trade in products. India’s trade with Africa, a conti-
nent which comprise maximum number of LDCs,
has increased to $16.28 billion in 2010-11 from $10.3
billion in the 2009-10.

EU preparing trade suit against Argentina

The European Union is planning to lodge a com-
plaint at the World Trade Organization over Argenti-
na’s import restrictions and is seeking other trading
partners to back its suit.

“This is a process that is advancing but it will
take some time before it becomes official. We will
naturally look at others that could accompany us,”
media reports said.

The issue has already prompted a war of words
between Argentina and at least fourteen of its trading
partners at the WTO, and relations with the EU have
been inflamed further by Argentina’s decision to seize
control of YPE, an oil company majority owned by
Spain’s Repsol. The United States, Japan, South Ko-
rea, Australia and other countries have all said they are
unhappy about restrictions imposed by Argentina. 1Q
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