CONTENTS
Giving up
revenue
Dr. Ashwani Mahajan
Growth may slump further, country heading for high debt
.......................................................................... Shivaji Sarkar

EDITOR

Budget blues: Misery Index goes up
............................................................. Prof. R. Vaidyanathan

PRINTED AND PUBLISHED BY:
Ishwardas Mahajan on behalf of Swadeshi
Jagaran Samiti, 'Dharmakshetra', Sector-8,
R.K. Puram, New Delhi-22,

Foreign Investment – the Budget Moolmantra
.................................................................... P. Muralidhar Rao

COVER & PAGE DESIGNING

EDITORIAL OFFICE
'Dharmakshetra' Sector-8, Babu Genu Marg.
R.K. Puram, N. D.-22
E-MAIL : swadeshipatrika@rediffmail.com
WEBSITE : www.swadeshionline.in

Survey outlines challenges
.......................................................................... Sagar Kanade
Is India a nation of rapists and killers?
.......................................................................... S. Gurumurthy
Economic slowdown: Will the PM take the blame?
........................................................................ M.R. Venkatesh
Karnataka becomes the first state to establish Farmers Income
Commission in India.
............................................................... Dr. Devinder Sharma
Lest we lose a golden opportunity
........................................................ Dr. Bharat Jhunjhunwala
The myth of Financial Inclusion
.......................................................................... Anil Javalekar

30

Post 2015: The Global Development Agenda
Indian migrant’s rights and welfare forum

Letters
Controversy over mercy petition
The hanging of Parliament attack convict Afzal Guru has once again
drawn the attention of the people towards the concept of mercy petition in
our constitution. The common question is why there is inordinate and unwarranted delay in the name of pending mercy petition. Some people suspect that the provision of mercy petition under article 72 with Rashtriyapati Bhavan is a political tool executed as per the conveyance of the Government. The Supreme Court of our country recently stayed the execution of
four death convicts onthe ground of delay in deciding its mercy petition.
The court said that delay on the part of the President gives them the right to
approach the SC and HC to seek a commutation of the sentence of death.
The two things which definitely need to be taken into account is that the
concept of mercy petition under Article 72 repealed from the constitution in
case of rape or death cases. Secondly, in order to maintain the supremacy of
our Judiciary and Parliament, the Government must by amendment introduce
a new clause under Article 72 specifying some time limit and once the clemency petition is decided it becomes final and binding, not subject to any appeal
before the Apex Court on ground of delay. The provision of mercy petition
should not serve as a life saving drug for the life killers.

Quote-Unquote

D. Subbarao
RBI governor, on high interest rates

– Yuvraj Singh, Jammu

Contributions of women
Women we all know have been contributing to the advancement of
Human civilisation from the time immemorial. She has never lagged behind
male counterparts in any respect in any part of the world. It will not be out
of place to underline the fact that without. Her the world would not have
been what it is today. Several well known personalities have done a good
job by bringing into focus the contribution made of women of the world,
particularly India.

Ravi Shankar Prasad
BJP Leader

In fact women in India at present is like the polluted rivers. You worship them in words but through deeds go on polluting them every second.
Insecurity of the women is the result of such careleessness of the society at
large. The situation needs to be changed for good at an earliest. Otherwise
we may soon become a society of beasts.

– Neha Sharma, Kurukshetra
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Budget 2013

Shunning Subsidy for Elusive Growth
"When we give a subsidy, the benefits to the public ought to exceed the benefits to the
company. When it doesn't, that's our definition of corporate welfare." — John Kasich

Conceivably Finance Minister P. Chidambaram in his latest Budget speech, designed more to provide
instant positive catchwords to electronic media, identified his goal as 'higher growth leading to inclusive
and sustainable development'. Defining Growth as the mool mantra he stressed that it was "a necessary
condition and we must unhesitatingly embrace growth as the highest goal". Finance Minister underlined
the current account deficit (CAD) as the greatest worry. He blamed excessive dependence on oil & coal
imports, besides our 'passion for gold', and the slowdown in exports for CAD. He estimates requirement
of an amount of USD 75 billion to finance the CAD. Pleading his helplessness FM said that, "There are
only three ways before us: FDI, FII or External Commercial Borrowing (ECB)". He in fact believes, that
the country 'does not have the choice between welcoming and spurning foreign investment. He asserted
that 'foreign investment is an imperative.' He went on to quote Joseph Stiglitz, Nobel prize-winning
economist, to plead the compelling moral case for equity. But chose not to tell the Parliament that Stiglitz
himself has cautioned India "with its abundance of entrepreneurs, must tread the path of foreign direct
investment with caution, in the light of the "overwhelming" evidence other countries have to offer on the
issue." According to the economic survey Imports valued at US$ 499.5 billion, recorded 30.3 per cent
increase in 2011-12 over US$ 383.5 billion in 2010-11. The growth in imports during 2011-12 was mainly
due to higher growth in imports of petroleum, oil and lubricants (POL), gold and silver and machinery.
Oil imports grew by about 47 per cent, while gold and silver registered a growth of 49 per cent in 201112. Imports of oil and precious metal (gold and silver) together accounted for nearly 45per cent of total
imports in 2011-12. The trade deficit increased to US$ 189.8 billion (10.2 per cent of GDP) in 2011-12
as compared to US$ 127.3 billion (7.4 per cent of GDP) during 2010-11. Higher growth in imports than
exports was responsible for the widening of the trade deficit in 2011-12, economic survey rightly points
out. It however fails to underline the inefficient handling of the economy by Congress led UPA government
and its pro-MNC policies that has contributed to the widening Trade gap.
A large section of vocal people and Cronies in government are arguing that by subsidising assorted
petroleum fuels 'kerosene, cooking gas and diesel', India is encouraging greater growth of this biggest
item of our import bill. These subsidies need to go, they plead. Even the economic survey supplicates
controlling the expenditure on subsidies will be crucial. In the financial year 2013/14 government sees
major subsidies bill estimated at 2.48 trillion rupees from 1.82 trillion rupees that includes Petroleum subsidy
seen at 650 billion; 900 billion rupees spending on food subsidies and 850 billion rupees. Now compare
this with foregoing over Rs5.73 lakh crore as tax revenues by granting tax concessions to the rich, the
amount that is more than the fiscal deficit. Concessions granted to the 'super-rich' again are much more
than the revenue to be earned from the ten per cent proposed surcharge on tax paid by them. Finance
Ministers speech is sufficient evidence to support the accusations that Congress party has no sympathy
for the Aam Aadmi. Congress has buried what it calls the Ghost of GAAR to provide relief to MNCs like
Vodafone who are illegally avoiding payment of taxes that are presently estimated to be around 40 000
crores. The Party has mastered the art to befooling people by raising mere slogans and misusing official
machinery to unleash propaganda campaign to win elections. In an effort to conceal his failures and present
an emotional arsenal for demoralsied Congress party cadres PC chose to dramatise his speech by drawing
a picture of three faces that represent the vast majority of the people of India. These are the faces of the
woman, youth and the poor. It is clear indication of the fact that in coming days countrymen will be
bombarded with images and messages showing the concern of UPA for these vulnerable section of the
society. The Congress party continues to believe that this will help it hide the harm they have already
caused and are about to cause to them by eliminating subsidy on LPG, kerosene and food items. Will the
people of India forgive the grand old party once again? Lets's see.
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Giving up revenue

Finance Minister P.Chidambaram’s effort to weaken GAAR to attract foreign investors
cannot be legitimised by any argument. Foreign investors, instead of bringing investment
directly, route it via Mauritius, to avoid paying tax in India, finds Dr.Ashwani Mahajan.

I

t’s final now. Finance minister P
Chidambaram announced last
week that the implementation of
General Anti-Avoidance Rules
(GAAR) has been postponed until
April 2016 and the FIIs have been
exempted from the provisions of
the GAAR.
It may be noted that Chidambaram’s predecessor, Pranab
Mukherjee, had recommended the
new rules in the name and style of
‘GAAR.’ According to these rules,
the Income Tax department was
given the power to impose tax, interest and penalty, if it feels that a
particular transaction has been carried out with an objective to avoid
tax and the provisions of Double
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Taxation Avoidance Agreement
(DTAA) have been misused.
To bring such controversial
transactions under the tax net, these
rules were imposed from retrospective effect. Provisions were
also made to levy interest and penalties in such cases involving recovery of taxes. However, after taking charge of the finance ministry
from Pranab Mukhrjee, who
moved to Raisina Hills, Chidambaram started moving towards
‘weakening’ of GAAR, arguing that
foreign investors were unhappy,
and a committee was constituted
for the purpose under the stewardship of Parthasarthy Shome.
GAAR may be seen in the

context of the case where an English telecom company Vodafone,
made a deal to acquire India’s telecom company, Hutch-Essar, in
2007 by purchasing Hutchison’s 67
per cent stake in the company. The
deal was finalised for US$ 11.2
billion and consideration of the
deal was handed over to Hutchison outside the country. By this act,
Hutchison received a capital gain
of nearly US 10 billion, as it transferred its rights of ownership to
the assets formerly owned by it.
According to the principle of
Income tax, if a company or person sells asset and receives capital
gain, capital gain tax applies to the
amount of capital gain at the prefixed rate. Capital gains tax in this
type of deal is 20 per cent. On the
capital gain of US$ 10 billion on
the total deal of US$ 11.2 billion,
worked out to US$ 2 billion, i.e. Rs
11, 218 crore. Since Hutchison sold
its stake in the Hutch-Essar company, and made a capital gain, it was
liable to pay tax on capital gains.
Since neither Hutchison, nor the
Vodafone attempted to pay tax on
the capital gains, the Income Tax department took up the matter.
Since the transaction amount
was given abroad for the assets
held in India, it came under the
provisions of the Double Taxa-

Tax residency certificates will do fine – until GAAR
Mauritius-based foreign institutional investors
(FIIs) who have provided tax residency certificates
(TRC) from the island nation do not face the threat
of having to pay capital gains tax if they sell the
listed securities they hold in India before the introduction ofGAAR, going by a clarification issued by
Finance Minister Chidambaram. Once GAAR takes
effect in April 2016, sale of FII investments made
in listed securities in India after August 2010 will be
subject to the rigorous anti-avoidance rules, even if
TRCs are provided and are accepted as proof of
tax residence. FII investments made prior to August 2010 will not be subject to GAAR for denial of
zero capital gains tax, a benefit under the IndiaMauritius double tax avoidance treaty.
Chidambaram clarified that the proposed introduction of a clause in the Income Tax Act saying
TRC is “essential but not sufficient” for investors to
avail of benefits under DTAA does not mean these
certificates would be questioned. Market players read
MNCs had pointed out that the language in the proposed sub-clause could mean that the TRC could be
questioned by the Indian tax department. “The government wishes to make it clear that that is not the
intention of the proposed sub-section (5) of Section
90,” the minister said in a clarification.
“TRC produced by a resident of a contracting
state will be accepted as evidence that he is a resident of that contracting state and the Income Tax
Authorities in India will not go behind the TRC and
question his resident status,” the minister said. Besides tax residency, there are other parameters such
tion Avoidance Agreement
(DTAA). India has entered into
DTAA with many countries, with
the objective that any person or
firm entering into financial deal
with Indian entity or person
should not be subject to double
taxation, namely, tax in India and
tax abroad. Vodafone's argument
is that the transaction is not subject to tax in India as it is covered
by DTAA. Argument of the Income Tax department is that the
whole process was adopted with

as ‘beneficial ownership’ of the income generated
by the assessee and ‘limitation of benefits’ that determine whether treaty benefits are available or not.
However, since these considerations do not apply in
the case of tax on short-term capital gains from sale
of listed securities of Mauritius based entities, they
will not have to pay 15% tax in India until GAAR is
introduced in 2016, experts said. Capital gains tax
evasion on sale of listed securities by Mauritius-based
portfolio investors is considered an abuse of the India-Mauritius double taxation avoidance treaty.
Interestingly, Chidambaram also proposed in his
budget to raise the concessional 10% tax rate on
such income to 25% in India’s Income Tax Act from
2013-14. Chidambaram’s idea is to deny any concessional tax rate in Indian laws that is lower than
what bilateral tax treaties mandate. Assessees from
Mauritius and Singapore will still have the option to
claim a 10% concessional tax rate on royalty and
technical service fees, while investors from US and
UK will have to pay 15% tax as provided in the tax
treaties India has with these respective countries.
Chidambaram had said in his post-budget press
meet that in case of income from interest, dividend
and royalty, the person must be a resident as well as
a beneficial owner to claim the benefits of the treaty. “If you produce the TRC, that answers the question of residency. But you also have to separately
prove that you are the beneficial owner. Everyone
has to also satisfy the second condition (on beneficial ownership), wherever it applies,” he had said.
Supporters of MNCs welcomed the clarification.

the sole purpose of avoiding tax
deliberately and therefore is subject to capital gains tax.
Similar action

This is not a first case of abuse
of DTAA. There are many other
deals of such types, which are facing similar action by the Income
Tax department. Taking advantage
of the complex rules, transactions
are routed in such a manner that
tax could be avoided. According
to principles of taxation, if any
transaction is designed with the

purpose of avoiding tax, tax
should be charged. It was the first
time that IT department was investigating into the source of funds
for acquisition of a company.
Vodafone got relief from the Supreme Court, but the rules under
which they got relief, became the
subject of discussion and controversy. Finance ministry under
Pranab Mukherjee took this matter seriously as avoidance of tax
on capital gains made in India by
Vodafone and such other compa-
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Chidambaram on GAAR in Union Budget Speech
Hon’ble Members are aware that the Finance Act,
2012 introduced the General Anti Avoidance Rules,
for short, GAAR. A number of representations were
received against the new provisions. An expert committee was constituted to consult stakeholders and
finalise the GAAR guidelines. After careful consideration of the report, Government announced
certain decisions on 14.1.2013 which were widely
welcomed. I propose to incorporate those decisions
in the Income-tax Act. The modified provisions preserve the basic thrust and purpose of GAAR. Impermissible tax avoidance arrangements will be subjected to tax after a determination is made through
a well laid out procedure involving an assessing officer and an Approving Panel headed by a Judge. I
propose to bring the modified provisions into effect
from 1.4.2016.
Taxation is an important area of the budget
which every individual and corporate watches keenly. Vodafone has been taken off the budget with the
finance minister saying that the Shome panel has
suggested few things as far retrospective amendment is concerned, he has also suggested waiving off penalty and interest while going after
tax, decision on the panel recommendations will
follow in due course of time.
Meanwhile, the union cabinet will take a call
on Vodafone’s conciliation efforts while clarifying
that conciliation does not amount to arbitration.
GAAR, another projected sore point from the
investor’s point of view, has been pushed for 2016.
The General Anti-Avoidance Rules (GAAR),
aimed at companies and investors routing money
through tax havens such as Mauritius, had been
scheduled to be implemented from April 2014.
In January, Mr Chidambaram had clarified that
the anti-avoidance rules will not apply to foreign
funds that were not taking tax benefits from India’s
nies amounted to a whopping Rs
50,000 crore.
Significantly, India has signed
DTAA with many countries. These
treaties were made to encourage
free flow of capital by avoiding
double taxation on such deals and
the income earned from these in-
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various tax treaties with other nations.
The rules will also not apply to non-resident
Indians running foreign funds.
According to the proposed rules, investments
made before August 30, 2010, will not attract tax
provisions under the rules. However, they will apply to investors who route through tax-havens such
as Mauritius for getting tax benefits.
India gets nearly 40 per cent of its total foreign direct investment inflows through Mauritius,
besides large portfolio investments.
India’s moves to toughen tax collection last year
triggered an outcry from global industry groups and
were blamed for a fall in investment flows into India. In response, over sensitive Prime Minister Manmohan Singh set up a panel to look at ways of addressing concerns that the new laws were arbitrary.
The Finance Minister said that a stable tax regime, non- adversarial tax administration, fair mechanism for dispute resolution, and an independent judiciary, will provide great assurance and these are
the “underlying theme” of his tax proposals.
Stressing that an emerging economy must have
a tax system that reflects best global practices, he
also said the Finance Bill 2013-14 proposes to set
up a commission for bringing about reforms in tax
administration.
He said impermissible tax avoidance arrangements will be subjected to tax after a determination is made through a well laid out procedure involving an assessing officer and an Approving Panel headed by a Judge. He also proposed to constitute a Standing Council of Experts in the Finance Ministry to analyse the international competitiveness of the Indian financial sector. It will
periodically examine the transaction costs of doing business in the Indian market, and provide inputs to Government for necessary action.

vestments coming from overseas.
However, investors started misusing the provisions and started circumventing the law. Other countries take due care in collection of
reasonable tax, despite signing of
DTAA, by making suitable provisions in their tax laws.

For instance, India has signed
DTAA with Mauritius. Nearly 40
per cent of foreign investment is
coming from Mauritius. Everyone
knows that Mauritius is not an affluent country capable of sending
any significant investment. Actually foreign investors instead of bring-

PM 'blaming' Pranab for
economic slowdown: BJP
Prime Minister Manmohan Singh is "directly and
openly" trying to put all the blame for the economic
slowdown on former Finance Minister Pranab
Mukherjee alleges BJP. "The Prime Minister was a
full partner and complicit in all that P Chidambaram
and Pranab Mukherjee did. And therefore, it is not
open to the Prime Minister today to distance himself
from those decision and put the blame on them," BJP
leader and former Finance Minister Yashwant Sinha
said. In an interview to a newspaper, Singh, who
now holds the Finance portfolio after Mukherjee quit
to contest the presidential election, has said he will
work towards making India a more business-friendly place, cut-down infructous procedures and cut
down fiscal deficit.
"What is most laughable about the interview is
that the Prime Minister is distancing himself from
Pranab Mukherjee. A Finance Minister meets his
Prime Minister four to five times during the budget
preparation. The PM goes through every word of
the FM's budget speech," Sinha said.
Alleging that Singh himself is to be blamed for
the bottlenecks in policy implementation, the former
Finance Minister said the Prime Minister is "directly
and openly blaming Pranab Mukherjee though he was
his senior most colleague".
"It is a statement of defeat, of frustration, of a
dark future," Sinha said about Singh's words on the
economic woes facing the country, adding "he is an
under-rated politician & an over-rated economist."

ing investment directly, rather route
it via Mauritius, simply to avoid tax.
These investors neither pay any tax
in Mauritius, nor in India. Such
acts are against the principles of
taxations, but in the absence of
GAAR, our government was not
able to enforce these principles.
With the statement coming
from Chidambaram about postponing the GAAR, it is clear that
the government has now decided
to forego the revenue, which was
attempted to be collected by
Pranab Mukherjee. It is being argued that foreign investors were

Ghost of GAAR buried
India has buried the “ghost” of GAAR, Finance Minister P. Chidambaram has said. Asserting that there is
no threat of a rating downgrade in view of key economic decisions like allowing FDI in multi-brand retail
and hiking fuel prices. He said there is revival of investor interest in India as a result of a number of measures taken by the government since September 2012.
Mr. Chidambaram was also hopeful that fiscal
deficit will be contained within the targeted 5.3 per
cent of the GDP this fiscal and trimmed to 4.8 per
cent in the next. Growth is likely to climb to 6-7 per
cent from 5.7 per cent expected in the current year,
he said. “There is universal acknowledgement that
we have handled the GAAR situation fairly effectively and buried the ghost that GAAR will be some
kind of a monster,” he told PTI in an interview.
On a day’s visit to Hong Kong for an investor
conference, the Finance Minister said as expected
investors raised issues relating to the controversial provision of GAAR that was introduced in the 2012–13
Budget by his predecessor. The General Anti-Avoidance Rules (GAAR) gave unbridled powers to Taxmen to check evasion of taxes by foreign investors
that created huge apprehensions among investors. Mr.
Chidambaram announced that GAAR implementation has been postponed by two years to 2016.
“On specific questions on GAAR and I took
some time in explaining all the measures we have
made to GAAR and told them how market has received it very well here.

taking their steps backward due to
GAAR, and thus as the new rules
as suggested by Shome Committee is implemented, investors’ confidence would be restored.
Chidambaram effort to weaken GAAR to attract foreign investors cannot be legitimised by any
arguments. Suggested new scheme
of GAAR is not only designed to
cause a huge loss to the exchequer,
but it is also against the principles
of taxation. In India, doing anything
to woo foreign investors is considered fashionable. But it is expected
from the policy makers, not to make

any laws that unnecessarily cause loss
to the exchequer. Critics of GAAR
are arguing that quoting GAAR rules
income tax officers may cause trouble for small tax payers. This argument cannot be used to legitimise
weakening of GAAR. If it is feared
that taxmen can misuse these provisions, then small taxpayers could
be spared and rules of GAAR
could be implemented on deals involving transactions of Rs 100
crore or more. Argument that taxmen can cause hassles for tax payers cannot be used for dropping
the rules altogether.
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Resolution passed in National Working Committee meeting held on 10th February 2013

Implement GAAR immediately
The Government of India is facing two kinds of financial deficits, namely, Fiscal Deficit and Current
Account Deficit (CAD). Fiscal deficit is because of expanding public expenditure and inadequate public
revenue. CAD is due to growing expenditure of for exchange and inadequate inflow of foreign exchange. The fiscal deficit of the central government has reached 6.0% of GDP, which is very high. The
Finance Minister is taking a number of measures such as cutting down subsidy of diesel, and petrol for
reducing the fiscal deficit. In the forthcoming budget 2013-14 he is expected to cut down, government
expenditure on MGNAREGA, Health, Education and such other social welfare measures. Thus the
burden of reducing fiscal deficit is conveniently transferred to the shoulders of the common man, who is
already suffering from high inflation and shooting cost of living.
But the tragedy is that the same Finance Minister is stoutly refusing to take action on the MNCs
who are cheating the nation every year by avoiding payment of crores of rupees of capital Gains Tax.
They have been doing this by misusing double tax avoidance agreements (DTAAs), which the government of India has signed with several countries. The most notorious of such DTAAs is the DTAA with
Mauritius. According to this agreement, companies registered in Mauritius, may invest their capital in
India. They will be required to pay capital gains tax in Mauritius and not in India. But there is no capital
gains tax in Mauritius. Thus Mauritius registered companies investing in India can totally avoid the
payment of capital gains tax on capital gains made by them in India.
This facility is totally misused by MNCs of many western countries by routing their investments in
India through shell companies (fake companies) registered in Mauritius, which is a poor island country.
40% of foreign capital coming to India comes through Mauritius registered fake companies. It is estimated that the India is losing about $ 80 billion of tax revenue annually due to DTA A with Mauritius. If this
one loophole is plugged India’s fiscal deficit can be easily solved without imposing any burden on the
common man. But our Financial Minister P. Chidambaram is not prepared for this. There are several
such DTAAs that India has signed which are less harmful but still dangerous.
It is on account of the misuse of our DTAA with Mauritius that the British telecom company
Vodafone successfully duped the Govt. of India, payment of capital gains tax to the extent of Rs. 11,200
crores, which was due by the Vodafone on account of its buying stakes of ESSAR company in the
ESSAR-Hutchison company of India. There are several such instances of misuse of DTAAs by MNCs
for the purpose of tax avoidance which is illegal.
Sri Pranab Mukherjee, who was the Finance Minister in 2011-12 declared in his speech presenting
the budget for 2012-13, that general anti avoidance Rules, (GAAR ) would be adopted by the govt.
which would enable the government to plug all such loop holes and GAAR would have retrospective
effect. The parliament also passed the GAAR.
However P. Chidambaram who succeeded as Finance Minister on the election of Pranab Mukherjee as the president of India, did not want to implement GAAR which would have benefited the country’s
revenue and foreign exchange to a great extent, and restrained the MNCS.
By appointing a pliable Parthasarthy Shome committee on the implementation of GAAR, P Chidambram has succeeded in postponing the GAAR to 2016. He is claiming that the ‘Ghost’ of GAAR is
buried. Thus P Chidambram has killed a golden opportunity to reign in MNCs and to collect billions of
dollars of legitimate tax due from them.
Pro-corporate and anti people P Chidambram has preferred to punish the common man with subsidy
reduction and cut in social welfare expenditures and to allow MNCs like Vodafone to loot the nation
every year and still go scot free.
Swadeshi Jagaran Manch vehemently condemns Finance Minister for this anti-nation and anti
people decision and demands the immediate implementation of GAAR. SJM further demands that the
notorious DTAA with Mauritius be scraped forth with.
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Growth may slump further, country
heading for high debt
Harsh laws and move to criminalise tax mistakes never helped growth. It only empowers
the bureaucracy and increases harassment of the people. Even corruption is its offshoot.
Chidambararm and the entire political class need to reject proposals mooted by the
bureaucracy and partly by not so experienced youth leadership of the Congress, pleads
Shivaji Sharkar

T

he expectations of the people
of growth acceleration, freedom from inflation and easy tax
norms have gone unanswered in the
tenth budget of the UPA government. The promised over six per
cent growth may remain on paper.
Finance minister P Chidambaram’s move to make non-payment of a tax virtually a criminal
offence would bring untold miseries to all tax-payers – individuals
and corporate. It may even stymie
growth and lead to more litigation.
It is difficult for him to contain fiscal deficit. Even this year
despite Rs 1.91 lakh crore cut in
plan allocation his borrowings have
increased from Rs 5.15 lakh crore
to rs 5.21 lakh crore. As current
account deficit grows and
Chidambaram says he has to find
over $ 75 billion to fund it, possibly he would have no recourse but
to take hard currency borrowings.
The country may get into the cycle
of foreign debt once again.
In fact, he has cut allocations
in 2012-13 itself to window dress
his 2013-14 budget.
His lip service to growth is not
being supported by the figures in
the budget. Agriculture to rural
development despite his announcement of 22 per cent increase, in
reality has less plan allocation. How

can the nation progress without the
participation of 54 per cent of the
people – 70 crore – in agriculture
has remained unanswered. Neither
there is job for them nor a plan for
higher production. Even MNREGA has only Rs 33000 crore against
Rs 40,000 crore in 20102-13.
The Central Statistical Organisation figure released on the same
day testifies it. Overall OctoberDecember 2012 growth slumps to
4.5 per cent because of abysmal
results of the agriculture sector at
1.1 per cent, (from an earlier 4.1
per cent) mining and manufacturing. How would Chidambaram
achieve over six per cent growth
his ministry expects?

People had expected finance
minister P Chidambaram to be
tough, politically savvy for his party’s election goals and spread out
the road map for growth.
He is partly politically savvy.
From food security bill to women
and child safety, Sonia Gandhi’s pet
projects get a boost in the budget. It
also bears the stamp of Congress
general secretary Rahul Gandhi in the
announcement of the first exclusive
public sector women’s bank. The
decision was taken at Jaipur chintan
baithak of the Congress party.
The Rahul stamp is also seen
in certain excise duties and taxes
imposed. The 10 per cent tax on
super rich, earning over Rs 1 crore
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a year, is also said to be his idea
and so are the duty hike on imported cars, motorbikes, yachts.
The direct cash benefit is also
Rahul’s pet project.
Instead of a women’s bank,
he should have set up women’s
cells in each of the banks to achieve
the objective of helping women
self -help groups and women entrepreneurs. A new bank is expensive to set up and takes longer gestation to become functional. In an
election year such announcements
may set good campaign planks.
But how does Chidmabaram
achieve the twin objectives of containing inflation and spurring
growth are not spelt out. It was
expected, as he also said that he
wanted a people friendly Direct
Tax Code, he would make tax provisions simpler. Instead he has
made it draconian when it comes
to unpaid excise duty and service
tax. He is amending Sec 9 A and
11 of Excise Act, Section 91of the
Finance Act for service tax rule
and the Customs Act to make any
unpaid tax as non-bailable, virtually a criminal offence.
Even the Income Tax rules are
being amended. Now the incometax department can claim the entire
demand amount from assessee on
the basis of the original show-cause
notice. This does not leave any leeway on the part of the assessee.
Harsh laws never helped
growth. It only empowers the bureaucracy and increases harassment
of the people. Even corruption is
its offshoot. Chidambararm and
the entire political class need to reject proposals mooted by the bureaucracy and partly by not so wise
youth leadership of the Congress.
If Chidambaram wants
growth he has to consider aboli-
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tion of personal of income tax and
make all other tax laws simple.
Even the 10 per cent tax on those
earning over Rs 1 crore on 42800
people is unwelcome as a policy.
It may fetch only about Rs 45 lakh
more but cause enormous trouble
in calculations tax raids. The economy needs stimulus and incentive.
All such moves act contrary to that.
He wants investment, both
domestic and foreign. He has announced 15 per cent investment
allowance for investments over Rs
100 crore -a good move. But an
investor also looks at the comforts.
His amendments threatening arrest
for minor mistakes may shoo away
more of them. Rating agencies look
at the overall atmosphere and not
just at piecemeal decisions. If these
draconian moves are not given up,
India would become the least attractive investment destination.
The provisions on royalty are
yet another spanner. The budget
proposes distribution of profits by
a subsidiary to foreign parent company in royalty taxable. The multinational corporations will now
have to pay tax at 25 per cent by
way of royalty and fees for technical services to non-residents.
Some foreign companies would
have to pay this even as they are
challenging these norms.
His proposal for higher tax on
mobile phones is to hit all and the
students and youth, his stated primary concern, the most. Nobody
buys the cheap phones. It is also
not to net much revenue for him
but may be considered an obstacle for yearning for knowledge by
the young generation. The automobile industry is through a difficult
patch. Plan to tax SUVs is more
symbolic. It also does not fetch
much tax but is definitely a span-

ner for the industry.
On the disinvestment his proposals demonstrate a pathetic state
of affair. As per the previous budget proposals, proceeds from disinvested companies should have gone
to National Investment Fund for
strengthening public sector companies. Now Rs 24,000 crore likely to
be realized from divestment in ten
companies, including BHEL,
MMTC, HAL and NTPC would be
used to recapitalize the banks and
invest in the railways to offset its projected losses of Rs 24,600 incurred
on introduction of new trains. The
Railways capital expenditure for
2013-14 is Rs 63363 crore while
budgeted disinvestment proceeds
are estimated at Rs 55814 crore.
At least some sense has prevailed for the readymade garment
industry. The tax levied two years
ago on branded garment has been
done away with. Three times increase on raw silk import is also
being seen as a relief to the domestic industry in face of stiff competition from China.
But the rural health mission may
suffer as without raising allocation,
all health missions have been clubbed.
Nor he has given much for scientific and agricultural research. The
nation if it has to progress has to
spend on more on these counts. The
budget has only demonstrated tokenism to the key factors.
The inflation-indexed bonds
had failed earlier also. It is to be seen
how it succeeds now. It is not a prescription to increase domestic savings, which has plummeted to 30 per
cent from 36 per cent. A pragmatic
people friendly tax law & steps to
control inflation could achieve that.
That is, however, not the concern
of the budget. It is better Chidambaram rewrites his budget.

Budget blues: Misery Index goes up

The Economic survey released by the Finance Minister mentions about inflation which
is running more than double digits — the retail one and more particularly the food
items. But unfortunately the survey does not provide estimate of corruption percentage
in relation to GDP, says Prof Vaidyanathan

T

he Economic Survey released
by the Finance Minister indicates that the misery index has increased. The economy – GDP at
factor cost at constant 2004-05 prices – has grown at five per cent in
2012-13 compared to 6.2 per cent
in 2011-12 and it is forecast to
grow at 6.1 per cent to 6.7 per cent
in the coming year namely 2013-14.
There is a popular method
adopted by economists sitting under the tall ceilings of Government
buildings in Delhi to adopt what
is called ‘ceilings method’ of forecasting. In this econometric method — If I recall economist Bibek
Debroy introduced this term –
one stares at the ceiling say for five
to 10 minutes and then proclaims
the forecast growth rate.
Given the dismal scenario of

industry and agriculture growth
rate, combined with sluggishness
in the service sector this forecast
seems to be of ‘celing method’.
If we consider GDP at constant market prices (at 2004-05
prices) it is expected to be 3.3 per
cent only in 2012-13 compared to
6.3 per cent in 2011-12.
One thing is sure that all important parameters of the economy show secular decline in the last
five years of the Congress-led UPA
Government. One hopes this is not
the secular issue this Government
wants to achieve.
The survey observes that the
manufacturing sector (comprising
mining and quarrying, electricity gas
and water supply and construction)
registered a growth rate of only
3.5 per cent and 3.1 per cent in

2011-12 and 2012-13.
Within this, growth of manufacturing sector is at even lower levels at 2.7 per cent and 1.9 per cent
for these two years. Growth in
Agriculture was weak at 3.6 per cent
and 1.8 per cent. Service sector
which was growing at double digits earlier declined to 8.2 per cent in
2011-12 & 6.6 per cent in 2012-13.
This is like a cricket commentator who suggests that the performance of the team was bad due
to batting, bowling and fielding
Then the survey gets into rudali mode of explaining the reasons for the woes. Declining savings rate is an area of concern.
Given the level of inflation, particularly food inflation, that people manage to save is itself good
news. Domestic savings in 201112 was 31 per cent and 2012-13 is
awaited.
One long rudali is about households investing in gold. Government
may treat it as consumption but
households consider it as investment. The survey itself points out
that the return on gold is 24 per cent
between 2007 and 2012 and seven
per cent on Nifty and eight per cent
on savings deposits. The survey fails
to recognise that gold jewellery is a
pension/insurance product to a
large number of poor women and
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it is also used as collateral in small
business borrowings from ‘unorganised credit’ markets.
The survey recognises the
importance of service sector in
terms of share in GDP and
growth rate but fails to point out
that substantial portion of service
sector activities are undertaken by
partnership/proprietorship firms
(unincorporated enterprises or
non-corporate sector).
In many service activities like
trade/hotels & restaurants/non-railway transport, etc, the share of noncorporate sector is as high as 70 per
cent to 80 per cent. If the credit
needs of these sectors are choked
due to non-bank regulations and
no reforms in regulating them then
the growth rate will be impacted.
As far as Government finances are considered, less said the better. Gross tax revenue was budgeted at Rs 10.8 lakh crore for
2012-13. The April-December picture was 63 per cent of budgeted
revenue (BE) which is much lower than last five years average of
69 per cent. The tax to GDP ratio
has fallen to 9.9 per cent in 201112 compared to 11.9 per cent in
2007-08. The survey correctly identifies that raising tax to GDP ratio
above 11per cent is critical for sustaining the process of fiscal consolidation. This is home work for
the next Government.
The fiscal deficit of the centre
is 5.7 per cent of GDP in 2011-12
as per the provisional actual. The
Government of India can alone explain the terminologies like provisional actual. But if we add the deficit
of State Governments and all public
sector undertakings then the actual
deficit of the Government system
may be nearer to 12-14 per cent.
The survey identifies the weak
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areas and shortfalls but makes only
passing references to leakages in
NREGA and other such schemes.
Survey should have discussed in
more detail the issues associated
with ‘freebies’ like NREGA and
the impact of it in generating genuine productive employment. Instead it only points out about money expended and how wages have
gone up. But what about generating productive assets?
The survey mentions about
inflation which is running more
than double digits — the retail one
and more particularly the food

items. But unfortunately the survey
does not provide estimate of corruption percentage in relation to
GDP. One can safely surmise it to
be 10 per cent on the lower side
since every human endeavour is
impacted by that. We can call it a
womb to tomb – birth certificate
to death certificate – issue and so
a 10 per cent assumption may be
on the conservative side.
This means inflation rate plus
bribe rate at 20 per cent which we
call the misery rate is the single largest achievement of this UPA 2.
Author is Professor at IIMB

Chidambaram sidelines Gujarat development model
The Indian middle class, it is clear by now, is disenchanted with the
Manmohan Singh government’s record on corruption and economic
growth. It is this middle class that has been mostly at the vanguard of
several protests against the government in recent past. UPA has decided to hit him hard and the clear message from the budget is that the
middle class , was not a priority .
It is in this back ground that Gujarat Chief Minister Narendra Modi
cast a long shadow on P. Chidambaram ’s latest budgetary speech. He
was not named by the finance minister, but he was the reference point. UPA
II, winding down to the last year of its rule, tried to portray itself as
standing proudly apart from Modi and his model of development- its eye
on a vote bank comprising the youth, women and the poor that it has
tried to fashion and pamper through the budget document.
Just minutes into his speech, while making his point on the “moral
case for equity” Chidambaram appeared to snub the Gujarat leader. “We
have examples of states growing at a fast rate, but leaving behind women, the Scheduled Castes, the Scheduled Tribes, the minorities and some
backward classes. The UPA does not accept that model,” the finance
minister said, adding: “The UPA government believes in inclusive development, with emphasis on improving human development indicators.”
These are the points on which the Congress has repeatedly attacked
Modi, more recently following his address to students of Delhi’s Shri
Ram College of Commerce. This was not about taunting Modi with the
maut ka saudagar epithet. The engagement has gone well beyond that.
If the effort of the Budget speech had been to bring in some immediate good news, this did not happen. BJP chief spokesman Ravi
Shankar Prasad, who made no effort to play down the Gujarat angle,
said about the Budget proposals: “It is the desperate comment of a
defeated finance minister who has no elbowroom to give good money
to reduce poverty levels because of the gross mismanagement of the
Indian economy. In Gujarat, development has reached all sections of
the society. Hence, the Congress lost so badly in the assembly elections held in December last.”

Foreign Investment – the Budget Moolmantra

In his Union Budget presentation, the Finance Minister has not even expressed a
single word of concern about corruption, despite of a multitude of scams being unfolded
in the UPA regime incrementally, finds P. Muralidhar Rao

I

dentifying Current Account Def
icit as his ‘greatest worry’, the Finance Minister while presenting the
2013 Union Budget has stated
frankly, “India, at the present juncture, does not have the choice between welcoming and spurning
foreign investment….foreign investment is an imperative.” Therefore the crux of the budget presented by Shri P Chidambaram is
that foreign investment is the only
solution for all the problems faced
by the Indian economy today. The
Budget proposals to that extent is
also the best exposition of the lack
of faith the UPA and its Finance
Minister e in the strength of the
entrepreneurship of the people of
India, particularly youth.
The Current Account Deficit
(CAD) is definitely a serious crisis.
But to blame the ‘passion for gold’
or ‘excessive dependence on oil
imports’ instead of the government’s weak economic policies for
the CAD crisis is too simplistic and
avoidance of responsibility. The
Finance Minister seems to be in an
specious hurry and is not interested
in finding long term solutions to the
problems faced by Indian economy most of which are the creation
of the inefficiency of the present
government. Those with even elementary knowledge of Indian
economy do understand that for

the growth which the UPA is talking too much about, energy is most
essential and can never be a choice.
Hence making noise over oil imports without creating alternative
sources of energy like Thorium is
wastage of time and energy.The
government should instead have
worked on reducing the imports
of manufactured goods, which
could be manufactured in India.
The import of just one commodity like telecom equipments in the
year 2011-2012 is around Rs. 53290
crores. These equipments are imported mostly from countries like
China, which also mean a potential security threat. Both government and TRAI have talked much
about policy measures to change

the scenario for a long time, by promoting manufacturing in India. But
the budget does not indicate any
tangible step that would translate
the talk to reality.
Blaming the people of the
nation for having the so called ‘passion for gold’ exhibits his absolute
ignorance about the Indian society.
While the so called increase in attraction for gold is being overemphasied, people’s complete mistrust on realistic alternative offered
by the government and the values
of a sustainable economic model
based on domestic savings that
make the yellow metal trusted and
fascinating security is overlooked .
In the name of curbing the CAD
crisis, the Finance Minister appeals
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to the people to invest their hard
earned savings into risky avenues
like mutual funds etc controlled by
private players, which may finally
lead to an economic collapse like
of the US. Family oriented people
of this country cannot afford to
follow this horrendous counsel.
In his Union Budget presentation, the Finance Minister has not
even expressed a single word of
concern about corruption, despite
of a multitude of scams being
unfolded in the UPA regime incrementally. He doesn’t find anything
worthwhile to speak about improving the transparency, accountability and efficiency of the delivery system which are the crucial

Disability Affairs for its ADIP
Scheme which caters to around 2.5
crore differently abled people. One
will be able to understand the gravity of neglect when the allocation
is compared to fairer allocations
for other weaker sections. Rs.
41,561 crore has been allocated to
the Scheduled Caste sub plan,
Rs.24,598 crore to the Tribal sub
plan and Rs.3511 crore to the Minority Affairs. When such sections
are given comfortable considerations in the budget the large population of differently abled should
also deserve a better treatment.
In the backdrop of increased
violence against women and the
high level of protest registered by

Blaming people
for having the so
called ‘passion
for gold’ exhibits
absolute
ignorance about
the Indian
society.
factors that will create an investor
friendly atmosphere and thereby
drive our growth engine.
Continuing his spree of attacking the spirit of middle class,
the Finance Minister has taken the
step of increasing the service tax
in AC restaurants and thereby making eating out costlier.
Not alone leaving the middle
class, the Finance Minister also
demonstrated his indifference to
the differently disabled class as well.
He could only manage Rs.52 per p
differently-abled person per year.
He has allotted a mere a sum of
Rs.110 crore to the Department of
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the people of the country, the government has come up with two initiatives focusing on women. The
exclusive bank for women can be
a good beginning towards promotion of women entrepreneurship
and thereby opening a new chapter in the process of empowerment of our society. But the Finance Minister should not have
waited for similar uprisings from
weaker sections like farmers, artisans etc. On the similar lines, there
should have been a Vishwakarma
bank focusing on unorganized specialized sectors like artisans, craftsmen, weavers etc.

It is a pathetic situation when
the Finance Ministry of the country curses its entrepreneurs stating
“Too many of them (MSMEs) do
not grow because of the fear of
losing the benefits associated with
staying small or medium.” Instead
of addressing the issues faced by
thousands of these MSMEs, which
the Finance Minister himself accepts as great employment generators and prevent them from dying out before ‘growing beyond
small and medium’, he has trivialized the sector by offering a few
benefits to a very small number of
industry units which may grow
beyond the MSME sector.
Agriculture sector continues to
be neglected even in the tenth UPA
budget. According to Shri. P.
Chidambaram, the driver of the
moderate growth in agriculture is
credit. This is not only a complete
negation of the multiple efforts of
the NDA ruled states which have
achieved double digit growth rates
in agriculture but also is an attempt
to mislead the nation. BJP ruled
states like Madhya Pradesh, Gujarat
etc. has such a commendable
growth rate in agriculture due to
measures taken in developing agriculture infrastructure, especially
for irrigation. But the Union budget misses this aspect completely
and has offered nothing to develop agri infrastructure which will
lead to sustainable development in
agriculture sector.
The budget is nothing but a
small time investment by the UPA,
by putting the larger interests of
the nation at stake, just to gain a
few electoral benefits by misleading the people in the name of foreign investment.
P. Muralidhar Rao is former National
Convener of Swadeshi Jagran Manch.

Survey outlines challenges

Economic Survey underlines the need of shifting national spending from consumption to investment &
removal of impediments in increasing further investments, savings and job creation, finds Sagar Kanade

T

he Government of India published the Economic Survey
for 2012-13 on 27 February 2013,
which ser ves as a base for
the Union Budget for 2013-14.
This survey highlights the weak
state of the economy and also the
short-term prospects in light of
various reforms announced during the financial year 2012-13.
The government has rightly
acknowledged the recent slowdown
in India’s GDP growth with meager growth rates of 5.5 percent and
5.3 percent in the first two quarters of 2012-13. This slowdown
has been across all the sectors, with
industry and the manufacturing being the worst performer.

Bharat Band

The fact that 2009-10 and
2010-11 experienced high growth
rates, primarily on account of the
strong post-financial-crisis stimulus, makes the current estimate of
5 percent growth in 2012-13 look
worse.
The survey has acknowledged
that this slowdown is mainly on
account of domestic factors like
infrastructure bottlenecks slowing
corporate investments and poor
performance of agriculture sector
with a weak monsoon as well as
showing global economy resulting
in weaker external demand.
The high level of inflation in
recent years seems to have affected Private Consumption, with re-

duction in real disposable income
of household. Also, the private sector investments have dropped
sharply during the recent years on
account of increased borrowing
costs, lower external demand and
policy bottlenecks like difficulties
in land acquisition, coal linkages
and mining bans.
Even if the government is
unable to control the external demand, it is very important for the
government to get rid of the structural impediments and induce
more investments in order to enhance growth prospects.
What is also important is to
encourage ‘productive’ investments
unlike investments in the form of
valuables like precious metals, jewelry etc.
A dampening and uncertain
global economic environment
hasn’t helped either. With sharp decline in net exports, the balance of
payment has come under pressure.
The widening current account
deficit is largely offset by the capital account as well as volatile natured foreign fund inflows such as
FIIs, NRI deposits and trade credits etc.
Highest ever CAD of 5.4
percent in the second quarter of
2012-13, being funded with capital funds is certainly something the
government needs to address by
[Conitnued on page no. 31]
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Is India a nation of rapists and killers?

The demeaning picture of India is an extension of the long-held view that Indian traditions
had made women inferior and even led to decimating its girl children. Is this true, asks
S. Gurumurthy?

T

he gruesome rape and killing
in Delhi in December last year
had rightly set the nation on fire.
The nation tried in vain to atone
for the crime by show of unprecedented frenzy. But in its boiling
anger the national mind did lose
its balance and capacity for selfanalysis. It flagellated itself; shamed
its soul. The stentorian chorus led
the mission to shame India, imaging the Indian people as misogynists on the whole. With the frenzy
subsiding, is it not time to stop selfflagellating and start thinking? The
world is asking whether India is a
nation of rapists and killers of
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women. Only facts, not words, can
answer this question.
With enthusiastic support
from the Indian media, intellectuals and writers, the Western media
almost made out India as a semibarbaric society. An example. Libby Purves wrote in The Times UK
that the Delhi bus rape should
“shatter our Bollywood fantasies”
of heady spirituality, adding that
upright Europeans have ignored
the Indian culture of “murderous,
hyena-like male contempt”. What
a certificate for a rising India that
the National Intelligence Council
of the US in its report released

four days before the Delhi rape
had predicted India to become one
of the three world powers by
2030! An India crying in guilt had
almost endorsed Purves. Fortunately for India, a Western woman
writer, Emer O’Toole (The
Guardian, January 1, 2013) intervened and tore apart Purves and
her likes. Emer wrote that Purves
and others pontificate, with a sense
of cultural superiority, as if rape is
something that only happens “over
there”—read India— and something the ‘civilised’ West “have
somehow put behind”. Emer
pointed out that while the BBC
reports, as if shocking, the statistics
that a woman is raped in Delhi every 14 hours, which equates to 625
a year, in England and Wales which
has a population 3.5 times that of
Delhi, the proportion is four time
larger: 9,509 against Delhi’s 625.
Pointing out that The Wall Street
Journal decries India for convicting
just over a quarter of the alleged
rapists, Emer says that, in the US,
only 24 per cent of the alleged rapes
even result in arrest, never mind
conviction. How strange then is the
report on India, she wonders.
Ten days later, even Emer’s
data was found to be a gross underestimation of rapes in the UK.
In an article in The Independent

(January 10, 2013) titled “100,000
assaults, 1,000 rapists sentenced.
Shockingly low conviction rates revealed”, Nigel Morris wrote: “Fewer than one rape victim in 30 expect to see her or his attacker
brought to justice, shocking new
statistics reveal.” ‘His’ attackers?
Yes. In the West, women also rape
men; a tenth of the rapists are
women—something still rare in
India. Nigel writes: Only 1,070 rapists are convicted every year out of
95,000 offenders according to the
Office of National Statistics UK.
As 90 per cent of the attackers
were, like in India, known to victims, only 15 per cent victims complained—saying it was “too embarrassing”, “too trivial” or “a private/family matter”. While in the
UK, a country which has less than
1/20th of India’s population, the
total rapes top 95,000, the rapes in
India in 2008, according to the report of the Central Statistics Office, Government of India, were
far fewer—20,771. The US is similar to the UK. The reported rapes
in the US in 2006 were 212,000. If
unreported rapes are added, only
5 per cent of rapists ever spend a
day in jail in the US (National Center for Policy Analysis US Report
No. 229). One of six US women
has experienced attempted or completed rape (Colorado Coalition
Against Sexual Assault: Statistics).
More than a quarter of college-age
women reported having experienced a rape or rape attempt since
age 14 (Kolivas, Elizabeth; Gross,
Alan, 2007). This is not to say that,
on the scales of the ‘civilised’ UK,
India can tolerate 1.6 million rapes,
or on US scale (including unreported rapes) it can accept 3.4 million
rapes. This is to point out that even
if the UK is ‘less civilised’ like In-

dia, its total rapes should not exceed 1,000. And even if the US is
as ‘backward’ as India, rapes
should not exceed 5,200 there. But
in the UK, it is 100 times India’s;
and, in the US, it is 65 times India’s. In Norway, the first ranking
country in global Human Development Index (HDI), one in 10
women is raped (The New York
Times, April 17, 2012). According
to the BBC, rape per 100,000 population is the second highest in
Sweden which is ranked 10th on
the HDI scale and yet as the world’s
best place for women! United
Nations data shows that in Sweden the rape rate is 63.5 per
100,000. In the US, it is 27.5; but
as more than four-fifths of forcible rapes in the US are not reported at all (National Crime Victims
Research and Treatment Center
Report July 2007), the effective
rapes in the US will be more than
137.5 per 100,000! And what is the
figure for India? Just 1.8! (See
www.unodc.org documents on sexual violence). But, that rapes are far
less in India is no matter of pride.
It is a national shame even if a single woman is raped. For Indians
have traditionally worshipped not
only women gods, but women and
girls in physical form as well, as
gods. The contrast with the West is
not to claim any cultural superiority, but only to point out how the
Indian and Western writers who
have written off India as misogynic have been blind to facts. And
turn to the infamous case of four
serial gang-rapes in two months in
Sydney in 2000. It shook the world,
but never made the Australians rapists in the eyes of the world.
More. Even gang-rape does
not make news in the ‘developed’
West at times. Emer compares the

gang-rape in Delhi with the gangrape in Steubenville in Ohio in the
US, where, in August 2012, a 16year-old girl was dragged, drunk
and unresponsive, from party to
party where she was raped allegedly by members of a high school
basketball team. Contrasting the
brutal Delhi rape and death which
spurred Indian civil society to its
feet, causing protest and unrest,
bringing women and men into
streets, with the army and the states
of Punjab and Haryana cancelling
new year celebrations, Emer says
that in Steubenville, sports-crazy
townsfolk blamed the victim. But
for a blogger Alexandria Goddard,
now being sued, exposing it, followed by The New York Times
four months after the crime, the
US might not have noticed the incident at all.
Still more. The demeaning picture of India is an extension of the
long-held view that Indian traditions
had made women inferior and even
led to decimating its girl children. Is
this true? Look at the facts. The gender ratio in mid-colonial India
(1901) was 972 per 1,000; colonialism brought it down to 946 in 1951;
modern India did it to a low of
927 in 2001. In 2011, it has improved to 940. And in the most traditional, therefore “backward”, Bihar, the gender ratio in 1901 was
1,061, that is 61 women more than
men; as late as in 1961 it was 1,005.
And now? 921! Urban India is lower
at 924 to rural India’s 947; the ratios of the most modern Mumbai
(822) and Delhi (823) are even less.
The answer is obvious. The more
modern India is, the fewer girls it
chooses to have. Who then is to
blame for declining sex ratio? Modernity or tradition? Will those
who demean India introspect? Will
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they study the facts before commenting? Are they listening?

of being oppressed by slut-shaming; of being judged by our sexual-

Western Blot
The rape record of ‘civilised and developed’ countries
US
44% of victims are under age 18.
80% are under age 30.
Every 2 minutes, someone in the US is sexually assaulted.
There is an average of 207,754 victims (age 12 or older) of
sexual assault each year.
54% of sexual assaults are not reported to the police.
97% of rapists will never spend a day in jail.
Approximately 2/3 of assaults are committed by someone known
to the victim.
38% of rapists are a friend or acquaintance.
UK
Less than one rape victim in 30 can expect to see her or his attacker brought to justice.
About 1,000 rapists are convicted every year.
90 per cent of rape victims said they knew the identity of their
attacker.
15 per cent went to the police.
Between 60,000 and 95,000 people are estimated to be raped each
year.
About one woman in 200 has been a victim in the last one year.
1 in 38 major sex crime leads to a conviction for the offence.
2 years is the average time taken for a court verdict when the
accused contests the allegations.
On January 24, 2011, a Toronto policeman, Constable Michael Sanguinetti, was speaking on
crime prevention at a York University safety forum in Toronto, Canada. He said: “I’ve been told I’m not
supposed to say this: however,
women should avoid dressing like
sluts in order not to be victimised.”
That misogynous comment
sparked a protest that grew into a
global movement. On April 3,
2011, over 3,000 women protesters walked to Toronto Police Headquarters. Although women were
asked to dress in everyday, ordinary
wear, many came dressed as ‘sluts’.
The organisers, Sonya Barnett and
Heather Jarvis, said: “We are tired
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ity and feeling unsafe as a result.
Being in charge of our sexual lives
should not mean that we are opening ourselves to an expectation of
violence, regardless if we participate
in sex for pleasure or work. No one
should equate enjoying sex with attracting sexual assault.”
In India, the first ‘Slutwalk
Arthaat Besharmi Morcha’ was in
Bhopal on July 17, 2011; 50 attended. The next ones were: Delhi on
July 31, 2011, and Lucknow on
August 21, 2011.
The Common Misunderstandings

“If women really want to,
they can always say no”
Many women do indeed say

no, but rapists do not listen. Some
resist physically and do manage to
prevent further assault, others suffer greater injury.
“Real’ rapes are committed
by strangers in isolated places”
Most rapes are committed by
known men, and in a familiar or
private space such as the woman
or man’s home, a hotel room, at
work.
“Rapists are sick or perverts or sexually frustrated”
There are very few rapists
who, when convicted, are diagnosed as having a mental health
problem. It is not sexual frustration that underlies their assault, but
wanting power and control.
“Only certain types of
women get raped”
It used to be thought that only
certain ‘types’ of women got
raped: women who were sexually
active, ‘provocative’, or ‘victims’.
In fact, women of all ages and
‘types’ are raped, including children
and grandmothers.
“Most complaints of sexual assault are false reports”
There is absolutely no evidence
to suggest that there are more false
complaints of rape than other
crimes. And logic suggests that the
proportion is probably less than say
for theft, often used to support a
fraudulent insurance claim.
“Women ask for it by the
way they dress or their behaviour”
This argument suggests that
women are responsible for sexually arousing men through their
dress or ‘flirting’. Implicit within
this view is the idea that men cannot control their sexual desires,
and also that women should know
this and adapt their behaviour accordingly.

Economic slowdown:

Will the PM take the blame?
Decades of fiscal indiscipline by our Government has taken its toll on the finances of
our government that leaves very little for development expenses - so crucial for breaking
the vicious cycle of poverty. Obviously, the only way to break this is to increase revenue
and spend purposefully, suggests MR Venkatesh

J

ust as a business requires money,
men, management, material,
markets and technology, a country
too requires all these for its development. But the credibility of the
entrepreneur is the most crucial
ingredient in the entire matrix. In
the absence of credibility, all other
elements are irrelevant. What is true
for an individual is equally true of
a country.
The latest growth data released by the government seems to
suggest that we would possibly
end this year with less than 5 per
cent growth for 2012-13. Interestingly, the managers of the economy with the United Progressive
Alliance (UPA) government entirely
blame the global economic slowdown for this dismal performance
of our economy. In the process,
little do they realize the impact of
loss of credibility of UPA government on Indian economy?
Before we proceed any further, let us, at the outset, examine
the building blocks of economic
growth for the current fiscal viz.,
2012-13. For starters, the area
sown under the Kharif crop was
approximately a million hectares
less in case of paddy, three millions
in case of coarse grains and a
whopping two million in case of
pulses and a further million in case

of oilseeds as compared to last
year. As per initial estimates, Kharif
food grains output is expected to
be down by seven million tons.
At a superficial level all these
statistics are never bound to titillate a normal reader. However, this
has profound implications on food
inflation. Just as I pen this, my
mother tells me that the price of a
25 KG bag of rice has shot from
less than Rs 1,000 to well in excess
of Rs 1,200 in just four months.
Obviously, a lower farm output is
sure to be a trigger for supply side
constraints and therefore cause
higher inflation.

If Agriculture and related
farm production is one half of the
problem, industrial production is
a cause of greater worry. The Index of Industrial Production (IIP)
tells a dismal story. The growth in
IIP index between April-November 2012 was a mere 1 per cent.
Surely, nothing spectacular is expected in the balance four months
of the current fiscal. That implies
farm sector (comprising 14 per
cent of the GDP) may grow at
best by 1 per cent and Industry
(comprising 27 per cent of the
GDP) at 1 per cent.
Put together, both agriculture
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and industry should at best contribute 0.5 per cent to the overall
GDP growth.
As services (comprising the
balance 59 per cent of the GDP)
grew at a fraction less than 7 per
cent in the first half of the current
year and is also expected to continue to grow more or less at the
same rate in second half too, at this
point in time, even a 5% growth in
GDP looks to be doubtful.
The Advance Estimate Data
released by the Government on 7th
February 2013 also corroborates
this viewpoint. Interestingly, the
IMF in its latest report has predicted 4.5 per cent growth for India
this year. 4.5 per cent, 5 per cent
or 5.5 per cent, does that matter?
A looming crisis - Internal and
External

It does. A slow down of the
Indian economy per se has profound implications for the revenues
of the government. Decades of
fiscal indiscipline by our Government has taken its toll on the finances of our government. On a
Budget of Rs 15 lakh crore for
2012-13, just three major head of
expenditure - interest [Rs 3.2 lakh
crore], subsidies [Rs 1.9 lakh crore]
and defense [Rs 1.9 lakh crore]
aggregating to Rs 7 lakh crore overwhelmingly dominate.
That leaves very little for development expenses - so crucial for
breaking the vicious cycle of poverty. Obviously, the only way to break
this is to increase revenue and spend
purposefully. That makes economic slowdown with a concomitant
slackness in revenue collections
painful in the Indian context.
A perusal of the data for the
first eight month period between
April and November 2012 demonstrates that the revenues are a
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The cumulative
growth of exports
fell by 6 per cent
(imports too fell by
1.5 per cent.
mere 50 per cent of budgeted figures while Revenue deficit is already
91 per cent and Fiscal deficit 86
per cent of the Budget. Forget
defense expenditure - the holy cow,
continued refusal of UPA government to tackle the subsidy conundrum is hitting us hard.
In short, we are well on track
to exceed the budgeted Revenue
deficit of 3.4 per cent and Fiscal
deficit of 5.1 per cent. This in turn
implies that Budget for 2013-14
will be handicapped by a larger
borrowing and consequently higher
interest outgo.
There is yet another dimension to this crisis - the external sector. The cumulative growth of exports fell by 6 per cent (imports
too fell by 1.5 per cent indicating a
serious slowdown in the economy)
during April-November 2012
when compared to a similar period last year. In dollar terms the
current account deficit (CAD) for
the first nine months of this fiscal
was close to USD 150 billion.
Tentative date released for the
second quarter of 2012-13 suggests that the CAD to be a whopping 5.3 per cent of the GDP. With
a global economic crisis looming
large - our exports of services so
vital to bridge our gargantuan trade
deficit along with capital flows will
increasingly come under further
stress.
Naturally, analysts are predicting an abrupt depreciation of the

rupee to about seventy to a dollar.
This in turn will makes imports
especially fuel costlier and trigger
another bout of inflation.
Despite torrents of reforms
announced by our government recently, the promised foreign investments have not materialized. We
are running out of foreign exchange. Hence, we are compelled
to borrow. The latest data released
by the goverrnment indiacte India’s
net International Investment Position has been on a consequential
downward spiral. Remember, this
is the net foreign liability (foreign
liability net of foreign assets) we
owe to the rest of the world.
Recent data shows this liability, jumped from $224 billion at the
end of June to $272 billion by the
end of September - a massive increase of $48 billion in just three
months! Surely, we are hurtling towards an economic disaster.
But what about business sentiments?

And to tackle this fiscal, revenue and current account deficits
India needs huge investements,
bold reforms and robust growth.
What adds to the present conundrum is the decision of the
Hon’ble Supreme Court on the 2G
spectrum scam where contracts
with the government got annulled
on account of fraud, forgery and
breach of trust. It may be recalled
that exactly a year ago in the first
week of February 2012 that the
apex Court had stuck down the
122 telecom licenses.
Since that decision of the
Hon’ble Supreme Court, the UPA
under the leadership of Dr Manmohan Singh is akin to a terminally ill patient on a ventilator. As
feared by most economists, the
fallout of the order of the Hon’ble

Supreme Court has been to turn
investment sentiment into India,
negative - a fact lost on most within the government.
What is the guarantee that any
contract entered into in India even
today with the government will not
be struck by the courts in future?
Where is the assurance even now
that when a cabinet minister acts
in a malafide manner, the Prime
Minister or better still the system
will intervene and set things right?
Where is the evidence that any contract with the government will see
logical conclusion? One year since
the landmark judgment, things
have not changed.
Attempts of the UPA Government to deal with 2G spectrum
scam and its fallout clearly indicates
that like the Bourbons of France,
we have learnt nothing; we have
forgotten nothing.

What global investors want to
know is whether we have improved
our systems governance so as to
prevent the recurrence of such
events in future. Sadly, the answer
to that question is a big NO. Remember, punishment to those connected with the 2G spectrum scam
is irrelevant to potential investors.
Needless to emphasise, there
is a crucial difference in tackling the
economic crisis this time around we have to first fix the loss of credibility in the governence system (and
by extension the country) before we
proceed further. Surely a tall order.
How will the world have confidence
in us when the 2G scam was unfolding in broad day light for over
six months, the Prime Minister, Finance Minister and other senior officials of the country were not even
in the know of the scam? Will the
economic managers of the UPA

answer this question please?
Remember, we are not even
talking of preventing the scam
here. It is this complete denial of
even the knowledge of the scam
by the Prime Minister onwards that
has hurt India very badly. And if
they did have knowledge, the whole
world wants to know what they
did to remedy the situation? These
questions will continue to haunt the
Indian economy in future too.
Does the UPA economic
managers and the Prime Minister
realise this fundamental issue? Will
they at least now stop blaming the
global economic slowdown? Do
they realise that the loss of credibility of the Prime Minister, no less, is
hurting the Indian economy badly?
The ghosts of 2G spectrum scam
continue to haunt us even today.
http://www.rediff.com/business/column/budgetspecial-economic-slowdown-will-the-pm-take-theblame/20130212.htm
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Karnataka becomes the first state to establish
Farmers Income Commission in India.

The average monthly income of a farming family in 2003-04, which includes five members
of a family plus two cattle, had been worked out by NSSO at a paltry Rs 2115. The
NSSO has since stopped measuring farm income, recalls Dr. Devinder Sharma.
arnataka has done it. Last production to measuring progress gadish Shettar finally announced it
week it announced the setting by the real rate in the growth of the as part of the agricultural budget
up of a Farmers Income Commis- farmers income… This is the need presented in Feb 2013.
By providing income in the
sion. The terms and conditions have of the hour.”
Six years after I first demand- hands of farmers, the mainstay of
yet to be formulated. If implemented properly, and followed up in ed the need to provide farmers the economy, we are actually proPunjab, it can be the game changer with an assured monthly income, viding the real stimulus to kick-start
for Indian agriculture which is reel- the nation is gradually waking up the economy.
to the desperate need for such a
In my opinion, modern
ing under a terrible agrarian distress.
Noted agricultural scientist Dr body to address the fundamental farming leads to two kinds of agM S Swaminathan sees merit in this. issue of income security among riculture. First, is the highly subsiThanking me for persuading the country’s exasperated farming dised agriculture in the western
Karnataka government to establish community. Credit will go to countries. And second, it results in
an income commission, he wrote former Karnataka Chief Minister subsistence agriculture, as is being
in a personal communication: “The Y S Yeddurappa who very patiently witnessed in the developing world.
National Policy for Farmers calls for listened to me, discussed its pros The only way to bail out subsisa paradigm shift from measuring and cons and agreed to set up such tence farmers is to provide them
agricultural progress in terms of a body. Present Chief Minister Ja- with direct income support, as is
being done in the rich and industrialised countries.
Let us make a comparison. In
the 10-year period, between 1997
and 2008, the National Crime
Record Bureau tells us that approximately 2.40 lakh farmers had
committed suicide primarily to escape the humiliation that comes
along with growing indebtedness.
Another 42 per cent want to quit
agriculture if given an alternative.
In the US on the other hand, between 1995 and 2009, farmers have
been paid Rs 12.50 lakh crore as
farm subsidies, including direct income support. In other words,
while our farmers were reeling
under mounting debt, US farmers

K
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got a fat cheque sitting at home.
In Europe, the economic handouts are more lucrative. Farmers receive a per hectare subsidy in the
form of direct income support of
Rs 4,000. In the case of cereals alone,
if you multiply Rs 4,000 with 2.2
lakh hectares area sown in 27 countries of European Union, it comes
to a staggering Rs 90.40 lakh crore.
At a time when all out efforts
are to launch the 2nd Green Revolution, buoyed with genetically
modified crops, and stricter IPR
laws that will shift the control over
seed into the hands of private agribusiness companies, the market
structure being laid out — contract
farming, food retail, commodity
exchanges, and future trading —
all aim at making farmers economically viable, will actually allow the
companies to walk away with
more profits and leave farmers
with empty pockets.
If all this was workable, and
was bringing income to farmers,
there is no reason why the US and
EU governments for instance
would be providing huge subsidies,
much of it in the form of direct
income support or income transfer in one form or the other, to their
miniscule population of farmers.
For 45 years, the dominant
breed of bureaucrats and technocrats, have been telling farmers that
the more they produce the more
will be their income. By saying so
they were actually not helping
farmers, but in the name of farmers promoting the commercial interests of fertiliser, pesticides, seed
and mechanical equipment companies. No wonder, the average
monthly income of a farming
family in 2003-04, which includes
five members of a family plus two
cattle, had been worked out by

NSSO at a paltry Rs 2115. The
NSSO has since stopped measuring farm income.
Under the 6th Pay Commission, a peon or a chaprasi in government service gets a minimum
monthly salary of Rs 15,000. A
farming family earns less than Rs
2115 (in terms of prevalent prices, it would be around Rs 2,400 a
month). Can’t we as a nation even
think of providing farmers with
an income that equals what
a chaprasi gets?
If Rs 2115 is the monthly income of a farming family (in Punjab, it hovers around Rs 3,200)

make farming profitable and economically viable. What is not being told is that it didn’t work in the
US and the European Union. And
it will therefore not work in India.
Look at the way such a
flawed approach is being aggressively promoted in India. The beneficiaries of future trading and
commodity exchange are not the
farmers but speculators, the consultancy firms and rating agencies,
and the business. And again, this is
being done in the name of farmers. On the other hand, farmer
unions have been only asking for a
higher minimum support price

Can’t we as a
nation even think
of providing
farmers with an
income that
equals what
a chaprasi gets?
shouldn’t we as a nation hang our
head in shame? If agriculture was
indeed profitable, I see no reason
why rural despair would increasingly drive farmers to take their
own lives. Even in the frontline
agricultural state of Punjab, two
farmers commit suicide every day.
As per a recent house-to-house
survey, 19 people succumb to cancer ever day in Punjab ostensibly
from the excessive use and abuse
of chemicals in agriculture.
Farmers were made to believe that putting more inputs
would bring them more profits.
They are now being told that free
markets — commodity exchange,
future trading and food retail – will

(MSP). None of them have visualised that there are barely 35 to 40
per cent farmers in the country who
ultimately get the benefit of procurement prices since they have
some surplus to sell in the mandis.
The rest of the farming community, which is in a majority, also
produces food. Even if they hardly
have anything to sell, they at least
produce food. If they were not to
produce food for themselves, the
country would be importing that
quantity of food. In other words,
they produce economic wealth.
Therefore they too need to be adequately compensated for the economic wealth they produce for the
country.
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Lest we lose a golden opportunity

The center of world economy is inexorably moving towards India and China. These
countries have the unbeatable combination of low wages and advanced technologies,
explains Dr Bharat Jhunjhunwala
migrating to the developing countries since three decades. But this
was not visible because at the same
time new technologies were being
invented and jobs and incomes
were generated in sunrise industries
like mobile phones, computers,
internet servers and animation
movies. Western countries were
making monopoly profits from the
sales of these hi-technology products. They have lost this advantage
now. New commercial gamechanging technologies like the internet are not being invented. Other
frontier technologies have been
transferred to the developing economies in the quest for cheap labour.
Thus the loss of competitiveness
that had started to take place in the
uccess in the global marketplace of items like clothing, toys, shoes, seventies is no longer being covtoday requires that a country be TVs and computers in the western ered up by the profits from new
sound on three issues—low wag- countries. The advances in internet technologies and is becoming visies, frontline technologies and good and other communication technol- ble.
governance. Weakness in any one ogies have made it possible to
Western economies have the
of these is sufficient to stop the transport many services from the advantage of better institutions
march of a contender. United emerging economies. It is possible and good governance to compenStates and Europe have fundamen- to edit movies, run call centers and sate for the loss of competitivetally lost their competitive advan- undertake research in distant lands. ness. They have few obsolete laws,
tage vis-à-vis emerging economies The migration of manufacturing less red tape and corruption, and
like those of India and China. and services to the emerging econ- a better work culture and accountTransport through containers load- omies has led to reduced produc- ability among government emed on huge ships has made it pos- tion, employment and collection of ployees. Indian businessman is
sible for goods manufactured in taxes in the western countries.
handicapped because he has to pay
emerging markets to be reached to
Western countries had to monthly grease money to a numthese markets at a low cost. This compete with India and China ear- ber of inspectors and goods do
has led to end of manufacturing lier as well. Manufacturing has been not reach the port on time because

S
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there is a marriage in the family of
the railway clerk. The loss of competitiveness due to high wages in
the western countries is thus partly
compensated by poor governance
in the emerging economies. However, this is not sufficient and western countries continue to slide.
There is little that they can do
to hold on to their dominance. Invention of new commercially viable technologies cannot be made
at will. Inventions such as the steam
engine or the internet ‘happen’ just
as one movie meets success on the
box office while another fails. Their
crisis will worsen in absence of
such inventions. The only solution
to their woes is to make a deep
cut in the wages on their workers
so as to bring the labour cost at
par with that prevailing in the
emerging economies. The daily
wage of an unskilled worker in the
US is about Rs 5,000 against Rs 300
in India. There has to be some
equalization. My guesstimate is that
wages will stabilize at about Rs
2,000 per day in the western countries and Rs 500 per day in the
emerging economies. This difference might be sustainable in view
of better institutions and work
culture; and higher per capita availability of natural resources such as
minerals and forests in the western
countries. This would imply a huge
reduction of about sixty percent
in the wages of the workers in the
western countries and lead to
much social unrest as being seen in
Greece and Spain presently. This
reduction in wages will come along
with reduction in the price of
goods, reduced collection of taxes and downsizing of the government budgets.
The United States has adopted the policy of borrowing and

stimulating the economy. It is like a
loss-making factory borrowing
against its property to continue to
pay high wages to its workers. This
will be catastrophic. It will become
increasingly difficult for the US to
borrow. Repayment of loans taken
in the past will also have to be done.
Tax revenues will dwindle. This will
lead to a deep recession and social
unrest. Europe, on the other hand,
has taken the path of fiscal austerity. Welfare benefits and government
jobs are being cut across the region.
This is in the right direction but will
be inadequate. A reduction in wages paid by businesses has to take
place for them to regain their competitiveness. The governments of
the western countries are not facing
to this harsh facet of globalization.
They are living in a make-believe
world thinking that the problems
are only due to financial mismanagement or the like. They are neither looking at the structural problems not trying to solve this.
The center of world economy is inexorably moving towards
India and China. These countries
have the unbeatable combination
of low wages and advanced technologies.
A section of economists believes that the western countries will
pull us down with them. The impact will be transmitted firstly
through reduced foreign investment. This much is correct that
capital inflows will be reduced. But
this need not translate into a net loss
of capital because outward capital
flows, I suspect, will decline more.
Huge amounts are being transferred illegally through hawala and
under-invoicing because investors
believe the west is invincible. Some
developing countries are remitting
monies for maintaining higher for-

A reduction in
wages paid by
businesses has to
take place for them
to regain their
competitiveness.
ex reserves. This will change. Investors will realize it is better to
invest in the emerging economies.
Our politicians will prefer to keep
their money within the country
because solvency of the dollar,
euro and yen will be in question.
Petrodollars too will move towards the emerging economies.
The loss in foreign investment will
be more than made up by these.
The second route of transmission of the negative impact will
come through a decline in exports.
Indeed, lesser purchasing power
will translate into less imports from
us. However, faced with declining
incomes, the consumers will need
to buy cheaper goods produced
in the developing countries. Also,
the decline of wages in US and
Europe will come along with an
increase in wages in the emergingand developing countries.
Globalization has to necessarily lead to an global equalization of
wages and standards of living of
people of the world. Differences
due to governance and natural resource endowments alone will sustain. This provides a golden opportunity for us. We can become
No 1 if we improve our governance. Corruption, red tape and
crony capitalism are our problems.
There is no stopping our juggernaut if we are able to handle ourselves on this front. Simultaneously we must step up investments in
frontline technological research.
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The myth of Financial Inclusion

Skill enhancement & banking facilities only is not sufficient for poor to compete with
the globalised big, monopolistic business and urban economic sector. The farms and
the enterprises have to be nursed and supported on long term basis as the matter is of
survival of poor and not of profit, underlines Anil Javalekar

T

he financial inclusion has been
considered a panacea for all
problems of poor. Now it is clear
that the fast economic growth and
growing prosperity will remain limited to few and most of population, particularly rural poor, will be
excluded from the prosperity process. The urban and industrial prosperity will not trickle down. The
solution given by the great growth
beneficiaries and their obligatory
supporters, including their obliged
experts, is inclusion of excluded by
way of simple ‘financial inclusion’
methods. Support them to open a
bank account, credit some amount
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in the account by way of cash subsidy or loan and all will be well.
The identity problem will be solved
by most publicized ‘Adhaar’ card.
The poor can be provided with
automatic credit in the account for
eligible amount under various government welfare schemes as also,
if possible, with a loan facility
from bank. Poor can simply withdraw the amount and spend and
live happily. The solution is well
propagated and well publicized.
The class academicians and active
middle class have accepted it and
poor are overwhelmed by good
gesture.

The issue of mass poverty
however, remained. Can such
methods of obliging poor with
cash and liquidity solve the problems of poor? Or make them
more vulnerable to exploitative
strategies of economic growth and
prosperity?
Strategies for Poverty eradication

The poverty and large number of poor are there right from
the beginning of Indian independence and need for poverty eradication was a major slogan during
freedom struggle. Indian Government was expected to give priority for poverty eradication in its
development strategies. The tragedy, however, is that the planning
and development strategies adopted after independence were mainly for industrialization and had urban orientation. These strategies
miserably failed to eradicate poverty or to provide some source of
income to poor particularly those
residing in rural areas as the poverty and most of poor were from
rural India. The talk of agriculture
and rural development was peripheral to urban oriented industrial
development and had not resulted
in supporting poor population in
rural areas or rural village and cot-

tage industries.
The failure of trickling down
industrial prosperity to rural areas
and rural people, however, necessitated addressing of poverty and
unemployment problems directly
by targeting the poor and unemployed as happened in 1970s and
thereafter. Introduction of welfare
strategies were thus important
tools in poverty eradication and
were in addition to the planning
and development strategies. Many
of these related to supply of food
items at cheap rates through PDS,
old age pension, life and health insurance etc apart from support for
housing, education and health to
the targeted poor population.
The most important of these
strategies was one to help poor and
unemployed with some source of
income by way of self employment. The IRDP was one major
programme introduced for the
purpose that continued till date in
some or other form like SGSY. The
main focus of such programmes
was on self employment. Capital
and interest subsidy apart from
entrepreneurial training and loan
facility etc were provided under
the programme and poor unemployed were expected to own and
run its own business or enterprise.
Nationalization of major
commercial banks was one major
decision facilitating implementation
of these targeted programmes for
smooth financing to these poor.
The expansion of banking sector
and spreading of its branch network to rural areas were important policy initiatives in this regard.
The expansion and spread of
banking sector continued till the
reversal of policies in 1990s. Banking sector started looking for profit
thereafter and almost stopped so-

The expansion and
spread of banking
sector continued
till the reversal of
policies in 1990s.
cial banking adventures.
The initiatives in 1970s and
thereafter were for multi-agency
approach that helped banking sector reach to many of rural areas
and to entrepreneurial section of
the population. The cooperative
sector had the maximum reach
with its societies in remote areas.
The public sector banks also increased its reach during the pre
liberalization period. Government
on its own established Regional
Rural Banks (RRBs) in 1975 especially to help poor and weaker
section of rural society. NABARD was established in early
1980s to focus mainly on rural
sector. Reserve Bank of India
(RBI) also introduced in late 1960s
and early 1970s the system of priority sector lending and involved
banks by way of its lead bank
scheme. Banking sector’s linkage
with the Government sponsored
programmes targeted at the poor,
Differential Rate of Interest
Scheme, the Service Area Approach, the SHG-Bank linkage
programme and introduction of
the Kisan Credit Card were some
other initiatives taken to fulfill the
policy requirements. However,
with all these efforts, poor remained
poor, unemployed remained unemployed and small and marginal
farmers drowned in debt.
The faster GDP growth even
at 7-8% made no difference to the
poverty and unemployment situa-

tion and it was realized that fast
growth will not help poor. In fact,
more the realization of exclusion
of poor from the growth process
more was the need to accommodate them. The idea of financial
inclusion was the outcome of this
accommodation.
Financial Inclusion

The financial inclusion is the
broader concept and basically refers to the reach of formal financial sector. ‘The Little Data Book
on Financial Inclusion 2012’ published by World Bank shows that
the status of reach of Indian formal financial sector by 2010 was
limited. Only 35.2% of all adult
were actually had accounts with
formal financial institutions. The
mode of transaction with the
banks was teller at bank mean 89.3
% deposited money in bank account by visiting bank and 69.7 %
used the same methods to withdraw cash. RBI in its ‘Report on
Trend and Progress of Banking in
India 2011-12’ mentioned that 40
per cent of Indian population lacks
access to even the simplest kind of
formal financial services. The extent of exclusion as per NSSO
Survey 59th Round shows that
51.4% of farmer households were
financially excluded from both formal / informal sources. 73% of
farmer households have no access
to for mal sources of credit.
Among non-cultivator households
nearly 80% do not access credit
from any source.
The ‘Committee on Financial
Inclusion’ (2008) defined the financial inclusion. The committee
opined that merely having a bank
account may not be a good indicator of financial inclusion and indebtedness as quantified in the
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NSSO 59th round (2003) may not
also be a reflective indicator. The
ideal definition should look at people who want to access financial
services but are denied the same.
‘Financial inclusion may be defined as the
process of ensuring access to financial services and timely and adequate credit where
needed by vulnerable groups such as
weaker sections and low income groups
at an affordable cost’. Committee
observed that ‘The essence of financial inclusion is in trying to ensure that a range of appropriate
financial services is available to every individual and enabling them
to understand and access those services. Apart from the regular form
of financial intermediation, it may
include a basic no frills banking
account for making and receiving
payments, a savings product suited to the pattern of cash flows of
a poor household, money transfer
facilities, small loans and overdrafts
for productive, personal and other purposes, insurance (life and
non-life), etc. While financial inclusion, in the narrow sense, may be
achieved to some extent by offering any one of these services, the
objective of “Comprehensive Financial Inclusion” would be to
provide a holistic set of services
encompassing all of the above’.
The committee proposed for
a ‘financial inclusion plan’ to cover
50% (55.77 million) of the excluded rural cultivator and non cultivator households, across different
States by 2012 thru’ rural/ semi
urban branches of CBs and RRBs.
The remaining households, with
such shifts as may occur in the rural/urban population, have to be
covered by 2015. It has also suggested for National Mission on
Financial Inclusion (NaMFI) comprising representatives of all stake-
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holders. The committee expects
banks to develop saving and credit
products to suit the poor people.
All public and private sector
banks were thus advised to put in
place three-year financial inclusion
plans (FIPs) from April 2010 onwards in the form of self-set targets with respect to opening rural
brick and mortar branches, deployment of BCs, coverage of villages with population of more
than 2000 as also other un-banked
villages with population below
2,000 through branches/BCs/other modes, opening no-frills accounts including through BC-ICT,
issuing Kisan Credit Cards (KCCs)
and General Credit Cards (GCCs),
and other specific products designed to cater to the financially
excluded segments.
The myth of financial inclusion

During last 40 years, the financial sector including banking sector have reached to rural areas and
rural poor and made financial services available. Government and
RBI have laid down the policies for
financial inclusion and required
framework for its implementation.
However, poor are unable to avail
of such services and benefit from
the growing financial sector. One
reason is that the efforts were mainly from supply side of money-expansion of branches or BCs, directed lending to priority sector
and weaker sections, improving the
credit delivery system, offering
concessional finance and cash subsidies. The demand side efforts
were limited to organize poor in
groups like SHGs and JLGs and
train them in some or other skill.
The debt waiver is another mode
to increase the absorption capacity of the poor and also help banks

to continue lending.
The failure is also because the
financial inclusion methods basically lack the foundation. The reach
of banking can maximum serve
people having some income and
need such services. The poor, however, need income and livelihood
source so as to generate sufficient
income to meet family needs. This
livelihood source has to come
from entrepreneurship and improving of farm practices or and
the technical knowhow of the business enterprise. This depends on
the opportunities and support
available for the purpose which is
not forthcoming.
It is not sufficient for poor to
impart ordinary skill and lend. The
farms and the enterprises have to
be nursed and supported on long
term basis. It is to be remembered
that the poor in business and self
employment including the cultivation of small agriculture land have
to deal with the globalised competitive business atmosphere which
is controlled by big, monopolistic
and urban economic sector and the
poor cannot compete with it. The
matter is of survival of poor and
not of profit for small enterprise
or the small farms run by the poor
as is the case of big enterprises or
corporate farms. This requires
more than the banking facilities
made available through financial
inclusion methods. The dying village and cottage industry and small
business enterprises apart from
economically unviable small farms
are the causes of rural poverty and
need to be addressed first. Only
expansion of banking sector and
making various modern and diversified financial services available to
all will not help rural poor.
aniljavalekar@gmail.com

Post 2015: The

A

panel discussion on the "Post
2015: The Global Development Agenda", was organized on
19th of February, 2013, in New
Delhi by f Research and Information System for Developing Countries (RIS) and Third World Network (TWN). The background of
the discussion was explained by the
invitation mail as follows:
In 2000, 189 nations made a
promise to free the world from
extreme poverty and multiple deprivations which were later shaped
into the eight Millennium Development Goals (MDGs). As we all
know, the deadline for achieving
the MDGs was 2015. However,
apart from that of poverty reduction, achievements in terms of the
other goals have lagged far behind
targets. On the other hand, the
MDG approach has itself been
criticised for its narrow structuring and over-emphasis on indicators and aggregate targets, which
often obscure achievements at disaggregated levels and undermine
processes, especially qualitative
ones, which fall outside the eight
MDGs. It is clear that our concerted effort towards achieving a just
and equitable world is still as necessary as it was in 2000.
With only two years left till
2015, the development debate is
once more open. The UN agencies, supported by national governments, international institutions,
think tanks, CSOs, people’s representatives and groups, are trying to
put together a post-2015 global
development agenda. The first of
these processes is initiated by the
Secretary General (SG) which in-

Global Development Agenda
cludes, among other things, a High
Level Panel of eminent persons to
advise the SG on the global development framework. The UN is also
conducting consultations with all
above groups on several themes including inequalities, governance,
growth and employment, health,
education, environmental sustainability, food security, conflict, population dynamics, energy & water. At
the third level, national consultations
are being held in over 100 countries involving major stakeholders.
At a parallel level, as an outcome of the Rio+20 process or the
UN Conference on Sustainable
Development, member states have
agreed to develop a set of Sustainable Development Goals (SDGs),
which will build upon the MDGs
and converge with the post 2015
development agenda. The SDGs
comprise of three pillars; economic,
social and environmental.
There are many questions that
revolve around the post-2015 global development agenda. Do we
generally adhere to the MDGs but
improve upon this approach, or
do we abandon it altogether and
find new approaches to development? How do we combine national priorities with an internationally applicable framework? How
do we put in place a system that
ensures the achievement of the post
2015 development agenda and
how do we finance it?
Do we put onus on national
governments or do we need to
come up with an international
framework that can be held accountable for the success or failure
to take the development agenda in

the expected direction? And finally,
the question is what will be the relationship between the Post 2015
process & the SDGs? How will these
two frameworks be combined?”
Biswajit Dhar, Director-General, RIS, introduced Dr. Martin
Khor, Executive Director, South
Centre, Geneva, who initiated the
discussion. Dr. Martin explained the
importance of discussing these
issues at all levels and among various groups. He emphasized need
to understand the process, the issues and contribute our views in
order to ensure our ideas, concerns
and demands are taken on board.
He was of the view that no
useful process has been adopted
by UN as they are busy in talking
about symptoms of the problem
and not identifying the root cause
of it.He felt that there was confusion at UN and accused the international body of lacking economic
vision. Dr. Martin said that the
economic and environmental
problems are result global causes
and global structures are to corrected to sort them out.
He summed up the his recommendatiotns under three heads;
one; need to create policy space
for developing countries, two;
identifying national policies of the
developed nations that hamper
progress of developing countries
and third restructuring International
system in way that is supportive
of Developing countries.
A healthy and informed discussion followed and it was resolved that these issues be debated in a manner that creates general
awareness on the subject.
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Consistent efforts succeed in bringing back Indian Migrants home Swadeshi Jagaran Manch &

Indian migrant’s rights and welfare forum

T

he relentless efforts of Kotapati Narsimham Naidu, the
Central working committee member of Swadeshi Jagaran Manch &
President, Indian Migrants Rights
and Welfare Forum in availing the
amnesty by Indian illegal migrants
have borne results. He returned to
India from Dubai on 16th morning with twenty migrants with him.
He was received by the Chief Minister N. Kiran Kumar Reddy and
the Minister Sridhar Babu at the airport. He was behind the govt. for
more than three months for their
move on this issue.
SJM was very aware of the
problems faced by the gulf sufferers. We made a survey in the villages that are mainly migrating to the
Gulf from the Telangana districts
of Andhra Pradesh and a book was
also released on this issue.
Amidst this context Amnesty
was announced by the UAE for a
period of two months from December 4th 2012 to February 3rd
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2013 and facilitated the illegal migrants to return to their home
countries without any fine or imprisonment. Soon after the announcement Swadeshi Jagaran
Manch & Indian migrant’s rights
and welfare forum enhanced efforts by meeting the NRI cell at
secretariat several times. We also
met The Hon’ble Chief Minister
N. Kiran Kumar Reddy.
On 6 th December 2012 he
conducted a meeting in the press
club with representatives from all
political parties and Kashmir lal ji,
SJM secretary and the gulf suffering families from all over Andhra
Pradesh. That same day he took a
oath to bring back all the Indian
migrants back to India.
On 24th dec 2012 he met the
CM, N. Kiran Kumar Reddy at his
camp office and submitted the
memorandum containing the demands and the helpful measures to
bring back the gulf sufferers. We
got the assurance from him saying

“we will take the initiatives soon”
but nothing moved forward.
On 2 nd jan 2013 we announced the forum at press club
meeting with Bandaru Dattatreya
Garu Former Minister Union Minister for Railways. It was named
Indian Migrants Rights and Welfare
Forum, a special wing to work on
migrants issues.
On 10 th January again we
met the CM N. Kiran Kumar on
this same issue. That day was a
mile stone for our efforts. He
called Minister Sridhar Babu on
spot and ordered him to work on
this issue to bring back sufferers.
He assured 5 crore budget for it.
From that day the work started
from government side. He appreciated our effort and asked us to
co-operate the officials. From that
day we were behind the minister
and the NRI cell incharge Mr.
Ramana reddy. We met them
many times in their office.
Finally on 2nd february they

announced their tour to the UAE.
Minister Sridhar Babu requested K.
Narsimham Naidu to go to Gulf
before they come and help them
in listing out the Amnesty seekers
in the seven countries of UAE.
Narsimham Naidu left for
Dubai on 10th February as soon as
he reached there he found some
people having their out date as 14th
February last to utilize amnesty he
was aware that govt. may not respond soon so he with the activists there facilitated 14 tickets and
helped them.

He toured the maximum
camps in Sharjah on 12th February
and identified 71 people ready to
utilize the amnesty and sent the list
to the Govt. for free tickets. On
13th February he visited sharjah jail
he found 40 people imprisoned
there and sent the report and they
availed free tickets soon after the
officials reached Sharjah.
From 14th February the flow
of sufferers started to Hyderabad.
Every day at lest twenty to forty
reached. All around his tour Mr.
Naidu identified around 200 stay-

ing illegally there and 400 people
in different jails in UAE. Before
leaving for India 100 tickets were
issued and total list was given to
the Govt. officials
He returned to India on 16th
morning with twenty migrants with
him. He was received by the Minister Sridhar babu and the Chief
Minister N. Kiran Kumar Reddy
at the airport.
Our motto is not only bringing back the sufferers but providing them rehabilitation and facilitate
them the Govt schemes and help.

[Conitnued from page no. 15]

Survey outlines challenges ...........
inducing more exports and taming the imports of gold and oil.
As 2012-13 experienced
drops in the levels of private consumption, investment and net exports, only the government spending remained an option to push the
economic growth.
This put further pressure on
already shot up government deficit. Similar to 2011-12, when the
budgeted fiscal deficit of 4.8 percent actually fared at 5.7 percent, the
fiscal deficit target for 2012-13 also
looks unlikely to be achieved with
lower tax collections and burgeoning expenditure outgo.
The government was able to
achieve fiscal surplus in December
2012 by controlling the expenditure. However, expenditure restraints need to continue with focus on containing subsidies, if the
fiscal consolidation plan to achieve
3 percent of fiscal deficit is to be

attained by 2017.
The survey noted that inflation has been coming down in recent months. Indeed wholesale
price index (WPI) moderated to a
three-year low of 6.62% in January 2013. However, food inflation,
after a brief slowdown, continues
to be higher than overall inflation
and remains a point of concern as
rightly highlighted by the economic survey.
Whereas reducing inflation
may give some space for the RBI
to ease the tight monetary policy,
the government can reduce the fiscal impetus to demand and incentivise better food production and
management in order to control
resurfacing of high inflation levels.
Other than above macroeconomic aspects, it is good to see that
the Economic Survey also discussed the improved gross capital
formation and technological ad-

vancements in agriculture as well
as improvements required in agricultural yields.
Similar to the Twelfth Plan’s
focus on ‘environmental sustainability’, it highlights the importance of
protecting equity, fair burden sharing and equitable access to global
atmospheric resources.
To sum up, the survey has
done well in fairly outlining the
challenging state of the economy
with expected growth of 6.1 percent to 6.7 percent in the coming
fiscal year.
Further on the part of government action, it underlines the
need of shifting national spending
from consumption to investment
and removal of impediments in
increasing further investments, savings and job creation.
Sagar Kanade is a manager with Deloitte
Haskins & Sells
(Courtsey First Post.com)
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NATIONAL
Pachauri committee punctures Government claims

Teesta Setalvad unmasked
Teesta Setalvad, a Mumbai-based journalist, who,
like former IAS officer Harsh Mander, shot to national and international fame due to high profile activism over the post-Godhra riots in Gujarat in March
2002, has been unmasked in a most unseemly manner. she has fallen foul of the residents of Gulbarg
Society whose cause she vociferously espoused. Setalvad has been publicly accused of the same crime
that Best Bakery survivor Zahira Sheikh once accused
her of – collecting money in the name of the riot
victims and failing (or refusing) to distribute (or even
share) it. The residents of Gulbarg Society have sent
her a notice demanding that she distribute the funds
she collected among the riot victims. Relations have
soured to the point that Setalvad failed to attend the
memorial service for victims this year.
The residents (all Muslims) are demanding that
the money “collected over the dead bodies of those
who died in this society” must be divided among the
riot victims as it “has been taken in our name”. Claiming
that the residents were unaware that a trust had been
formed for making the collections, they said that what
the human rights activist had done “amounts to cheating”. The dispute goes back to 2006 when Setalvad
proposed to purchase the 5,200 square metre Gulbarg Society land from the residents to set up a museum. The deal failed to materialise, but Setalvad’s trust
collected donations, which the residents say must be
distributed among the riot victims.

Mother Teresa ‘saint of the media’
A study conducted by Canadian researchers has
called Mother Teresa ”anything but a saint”, a cre-
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ation of an orchestrated and effective media campaign who was generous with her prayers but miserly with her foundation’s millions when it came to
humanity’s suffering.
The study, to be published this month in the journal of studies in religion/sciences called Religieuses,
says that Teresa — known across the world as the
apostle of the dying and the downtrodden — actually felt it was beautiful to see the poor suffer.
According to the study, the Vatican overlooked
the crucial human side of Teresa — her dubious way
of caring for the sick by glorifying their suffering instead of relieving it.
Instead, the Vatican went ahead with her beatification followed by canonization “to revitalize the
Church and inspire the faithful especially at a time
when churches are empty and the Roman authority is
in decline”.

Centre calls for all-party meet on land bill
The Centre has called a meeting of political parties to forge a consensus on the land acquisition
amendment bill that has been mired in squabbling for
over five years.
Rural development minister Jairam Ramesh tabled a list of 153 amendments to the bill vetted by
the parliamentary standing committee on the last day
of the winter session. But BJP stalled a discussion by
saying that the government could not rush through
the crucial bill.
The bill seeks to amend key acquisition-related
provisions of the 1894 Act to bring it in tune with the
needs of the changed times when land has turned
scarce and government’s blanket powers to take over
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private land is triggering agitations. It also seeks to
embed rehabilitation and resettlement of displaced
persons in the acquisition process.
The Centre is keen to remove roadblocks in the
way of the legislation before taking it up for discussion. While the Left bloc is against the bill, Trinamool
Congress’s stance is ambivalent. Sources said BJP chief
Rajnath Singh is in favour of the legislation that would
ensure a good deal for farmers and build additional
firewall against government taking over their land
against their wishes.

Singapore, India trade down
The bilateral trade between India and Singapore
fell by 15.9 per cent to SGD 29.8 billion ($24.05 billion) last year from 35.43 billion Singaporean dollar
(SGD) in 2011, trade promotion agency International Enterprise (IE) Singapore said. India, ranked 11
among Singapore’s top 15 trading partners, accounting for 3 per cent of Singapore’s total trade of SGD
984.9 billion in 2012, IE said.
The total trade of Singapore rose by 1.1 per
cent in 2012 but was lower than previously projected
range of between 3 per cent and 4 per cent due to
the poor trade performance in the fourth quarter, it
said. It added that the global economic crisis also
impacted the Singapore-India trade. Singapore’s total
exports declined marginally by 0.9 per cent while imports grew by 3.2 per cent during the year. Non-oil
trade increased by 1.7 per cent while oil trade contracted by 0.4 per cent, it said.

RBI rules out Islamic Banking
Reserve Bank Governor D Subbarao has ruled
out introduction of Islamic banking in the country but

said other methods for channelising funds based on
the principles of Islamic law can be looked at. ”Islamic
banking is not possible”, he said, adding the central
bank could look at other vehicles based on Islamic
banking principles to channelise NRI funds.
Replying to a question on the issue, Subbarao said:
“There are some legal problems. We have studied the
issue. We appreciate the objectives behind the request.
But there are some legal problems. It can be got around
not through banking, but other vehicles”. He said that
introduction of such banking was not possible in absence of a separate law for Islamic banking.

GMR again keen on highway project
Infrastructure major GMR that was shunted out
from Maldives has again shown interest to take up
the Kishangarh-Udaipur-Ahmedabad highway project
after it served a termination notice to National Highways Authority of India (NHAI) for this project a
month ago. Media reports quote top government
sources saying the company has written to the Prime
Minister’s Office and others seeking some relaxation
in the agreement conditions to enable them to take
up the work.
GMR Group had walked out of the project 16
months after it won it in a bid. GMR had promised
to pay the National Highways Authority Of India over
Rs 9,000 crore on a net present value basis. The group
says that it exited the project after waiting far too long
for the grant of critical permissions.
(NHAI hit back in its reply claiming that the company did not give 90-day cure period (to rectify and
address the deficiencies), and how it is in violation of
the norms laid down in the concession agreement.
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INTERNATIONAL
Obama orders $85 billion spending cuts

US to move resolution on Lanka
The US is set to move a new resolution against
Sri Lanka at the current session of the UN Human
Rights Council for its alleged war crimes, asking the
country to promote reconciliation and accountability.
“The resolution will ask the government of Sri
Lanka to follow through on its own commitments to
its people, including implementing the constructive recommendations from the report by Sri Lanka’s Lessons Learnt and Reconciliation Commission,” State
Department spokesman Patrick Ventrell told reporters. The US had introduced a similar resolution last
year. “It will build on the 2012 resolution, which called
on Sri Lanka to do more to promote reconciliation
and accountability,” he said.
Meanwhile, the United Nations Secretary
General, Ban Ki-moon in Geneva told reporters that
he has consistently underlined the critical importance
of addressing accountability in Sri Lanka through a
genuine and comprehensive national process achieving national reconciliation.

Workers flush gallons of Chivas into sewer
Nearly 18,000 litres of scotch whisky worth half
a million pounds have been flushed down the drain
accidentally by workers during night shift at a Chivas
bottling plant in Scotland, forcing the company to
order a probe. It is understood the mix-up happened
at the Dumbarton plant of Chivas Brothers during
the night shift on February 26 while equipment was
being cleaned, the BBC reported. “Instead of draining away waste water, the workers on duty somehow
flushed out thousands of litres of bulk whisky,” the
report said.
Around 18,000 litres of Scotch poured into a
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local sewage works after the gaffe by staff at Chivas
Brothers bottling plant, The Scottish Sun reported.
The smell was so strong that sewage workers reported it. Chivas Brothers - which employs 600 workers
at the plant and produces the world’s second biggestselling brand, Ballantine’s - said it was investigating an
accidental release of spirit.

Blake lauds India’s role in Afghanistan
A day after US Defence Secretary-designate
Chuck Hagel’s controversial anti-India comment in a
2011 address came to light, a senior official of the
Obama administration has lauded India for the role it
has been playing in Afghanistan.
Terming India one of the US’ “most trusted and
valuable partners” in the Asia-Pacific region, Assistant
Secretary of State Robert Blake told a Congressional
hearing: “We appreciate very much the significant role
that India is playing in Afghanistan. In fact, we see
India as kind of the economic linchpin for future.”
Blake, who has been the Obama administration’s
point person for South and Central Asia for nearly
four years now, went on to project a key role for
India in Afghanistan in the coming years as the US
troops withdraw and the war-torn country transforms
itself into a trade-based economy.
A former Deputy Chief of Mission in New
Delhi, Blake made India the central theme of his testimony on “The Asia Rebalance: Why South Asia
Matters”.At the same time, Blake advanced the US
economic agenda, pushing for India to undertake wide
economic reforms at a faster pace.

Japan scrambles fighter jets
Japan scrambled fighter jets to head off a Chinese Government plane flying towards disputed is-
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lands in the East China Sea, the Defence Ministry said.
It said the Y-12 propeller plane did not enter airspace
around the Tokyo-controlled islands known as the
Senkakus, which Beijing claims as the Diaoyus. The
aircraft headed back towards China after Japan’s military planes became airborne, defence officials said,
declining to give further details.
The incident came as three Chinese Government
ships sailed into territorial waters around the islands,
Japan’s coastguard said. The 3 marine surveillance ships
entered the 12-nautical-mile territorial zone off Uotsuri island shortly after 7 am, the coastguard said.

UK with open arms, ONS data showed that the number of visas issued to Indians dipped by 18,365 — a
fall of 19% — between 2011 and 2012. Asian nationals accounted for 273,927 (54%) of the 507,701
visas issued in 2012, with India and China each accounting for 15% of the total.
Indian fears that new visa rules were making it
difficult for students to study in the UK have also
been proved right.In the year ending December 2012,
there were 209,804 visas issued for the purpose of
study (excluding student visitors), a fall of 20% compared with the previous 12 months.

Germany wants Google to pay

Shias attacked; 48 dead, 150 injured

The German Parliament passed a law, which will
force search engines such as Google and other news
aggregators, to pay royalties to publishers for posting
extracts of their articles.
The text exempts individual words or “single
words or small text passages” although it does not
state how short a passage has to be to be royalty-free.
If a passage needs to be shorter than a headline
to be royalty-free, the law is likely to lead to the removal of all German news publications from Google search results, the Telegraph reports.
The bill still needs upper-house approval, and is
expected to meet resistance.

British visas to Indians fall by 20%
The number of Indians receiving visas to travel
to the UK, either to work or study, fell by nearly 20%
over a year, according to the latest immigration data
from the government’s office of national statistics
(ONS). Days after prime minister David Cameron
said the UK would welcome Indians coming to the

At least 48 people, including women and children, were killed and 140 injured when two powerful blasts ripped through a Shia dominated area of
the southern Pakistani port city of Karachi, the latest
in a string of attacks targeting the minority sect.
The first blast occurred outside an imambargah
(Shia prayer hall) in Abbas Town at about 7pm as
people were leaving after prayers. The second explosion went off within 10 minutes, local residents said.
Rescue officials said 48 people were killed in the
blasts which caused extensive damage to residential
buildings and destroyed several shops in the area.
Jinnah Hospital alone received 20 bodies and
several seriously injured persons. Officials at Patel
Hospital said they had received eight bodies and four
more people succumbed to injuries in hospital.
The toll is expected to increase as some of those
injured are critical. “The blasts have caused a crater
four feet deep near the main entrance,” Senior Superintendent of Police Mazhar Maswani said.
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WTO
US Challenges India’s Renewable
Energy Incentives at WTO
The US has filed a formal challenge at the WTO
regarding India’s support policies for solar energy. At
issue in the complaint is a local content requirement in
the national solar programme, which Washington claims
discriminates against foreign solar equipment manufacturers in favour of their domestic counterparts.
The challenge comes amid growing questions
over the degree to which countries can help support
their burgeoning renewable energy sectors, particularly given the global trade arbiter’s recent panel ruling regarding a similar programme in the Canadian
province of Ontario.
US officials have stressed that the India-focused
complaint targets only the Asian nation’s local content
requirement, and not the overall objective of developing renewable energy sources.
India’s programme - known formally as the Jawaharlal Nehru National Solar Mission (NSM) - was
launched in 2010, with the goal of deploying 20,000
MW of solar panels through an interconnected grid
by 2022. According to the Ministry of New and Renewable Energy, the scheme aims to reduce the cost
of solar power generation in India, specifically via longterm policy, large-scale deployment targets, intensive
research and development, and domestic production
of the necessary raw materials and components.
While the ministry of new and renewable energy, which made the policy, maintains that it did not
violate global trade rules, the commerce and industry
ministry is not so sure. The Dispute Settlement Understanding of WTO has given India ten days to file
a reply. There is a 60-day negotiation period after India submits its reply. If things are not sorted even
then, a legal panel will sit over the matter. In the solar
thermal projects, it is mandatory for developers to
source 30% of the domestic content. Industry experts
feel lack of coordination between different ministries is leading to international arbitration issues.

US trade mission under cloud for
breaching WTO norms
American trade mission for exploring business
opportunities in the infrastructure sector, has come
under a cloud. This follows a communication from
the commerce ministry to its counterpart in the US
that the mission fell foul of the WTO framework
under which architects could be provided market
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access in each other’s country only after a bilateral agreement relating to them had been signed.
It was at the instance of the regulator, Council
of Architecture (CoA), that the commerce ministry
issued an office memorandum on January 24, affirming that the presence of architects in the impending
trade mission was impermissible as India and US were
yet to arrive at a “reciprocal arrangement”.

Step no big-bangn approach: Lamy
Pascal Lamy has asked members of the multilateral body to adopt a “step-by-step” plan to
conclude Doha round of talks, instead of a “bigbang” approach to open up global trade.
“We have to move step-by-step (to conclude
negotiations). We have reached at about 80 per cent
and the overall deal, which could not conclude, because of the missing 20 per cent,” he told PTI in an
interview. Lamy said, it would be difficult to conclude the talks for for “the Doha Round as a single
package” on the “principle that nothing is agreed until
everything is agreed” for a variety of reasons.
Under the early harvest, rich nations, including
the US, want India and other emerging economies to
be part of the four major sectoral pacts —trade facilitation (TF), information technology (IT), environmental goods and international services agreement.

U.S. measures on shrimps against
WTO rules
China’s Ministry of Commerce (MOC) says that
measures taken by the United States over warm water shrimps from China are against WTO rules.
MOC spokesman Shen Danyang told a press
conference that the U.S. launched bothanti-dumping
and countervailing measures even though it saw China as a "non-marketeconomy" and that it has no adequate evidence.
The measures are not only against WTO rules,
but also domestic laws of the U.S., Shen said.
He urged the U.S. to cautiously deal with
the case in order to avoid the negative impactit could
have on bilateral economic and trade relations and
agricultural cooperation.
The U.S. Department of Commerce said last
month that it would conduct countervailinginvestigations on warm water shrimps imported from China,
Ecuador, India, Indonesia, Malaysia, Thailand and
Vietnam.

