Power board Vs
lends steam
to Enron row

Mumbai, April 29 (’ﬁ\(\ Q

RETALIATING TO Enro s\
stand that it was “not interegt-
ed” in completing the $3 billio|
Dabhol Power Company pro
ect, Maharashtra State Elec-
tricity Board today said it
would not hesitate to issue a
termination notice to the DPC
“if things go beyond control”.

Enron's reluctance stems
tfrom the non-payment of dues
by the MSEB and the Centre’s
refusal to honour the Rs 102
crore counter-guarantee.

At the company board meet-
ing in London last week, MSEB
chairman Vinay Bansal told
DPC directors the board *could
terminate the power purchase
agreement if DPC did not com-
ply its contractual agree-
ments”. Enron India Managing
Director K Wade Cline and DPC
President Neil McGregor made
it clear that they were not keen
to complete the project “‘as the
management felt that the State
Government and the Centre
were undermining the gravity
of their situation”, a senior
State Government official who
attended the meeting said.

As per Section 17.3 B(i)
clause of the power purchase
agreement, MSEB can pull the

M{n//\

rug from beneath DPC'’s feet in
wake of the resolution passed
by DPC shareholders for wind-
ing up the Dabhol project. At
the meeting, Bansal put forth
the loss-making MSEB’s griev-
ances, including DPC’s refusal
to even recognise, let alone pay,
the Rs 401 crore penalty slapped
on it for failing to supply power
on demand.

Bansal and the Indian finan-
cial institutions’ representative
tried to convince the irked
Enron members, GE and Bech-
tel, to resolve the issue across a
negotiation table rather than
taking such a harsh decision.

Bansal refused to divulge the
details of the London meeting.
“We tried our best, the ball is
now in DPC’s court.” The Indi-
an FI representative tried his
best to convince Cline and
McGregor not to take up the ter-
mination notice issue, but was
defeated by one to seven votes.

The fate of DPC’s 2,184 MW
project, which is 92 per cent
complete, hangs in balance
since the Indian Fls led by IDBI
have stopped funding the debt
portion of the project. “If
MSEB begins paying, we would
go ahead with our funding,” an

IDBI official said. /?CPI/




’ﬁajckling post-WTO regime
biggest challenge: CII chiet

" /
Prerna K Mishra )(’\ \ : \

New Delhi, April 29

SANJIV GOENKA, the incomin;
president of the Confederation
of Indian Industry (CII)
acknowledges that he has a hard
task ahead in leading the indus-
try through the times of transi-
tion. The impending challenges
are many — the threats and
opportunities of the post-WTOQO
regime, the US slowdaown, the
incompetitiveness of the small
scale sector, the fluidity of the
markets. Tackling all this and
more is written large on Goen-
ka’s agenda for the coming year.
Talking to the Hindustan
Times, Goenka said, “Thg indus-

try has to learn how to play the

| WTO game and that's where our

biggest challenge lies. It has to
play by the rules of quality, cost,
technology, process control and
whatever it takes to get more
competitive.”

In fact, for CII, rethinking has
begun at home. “We already have
the Boston Consulting Group
reviewing our organisation and
processes. They will submit their
recommendations by May this
year. The changes recommended
will make us more relevant and
efficient from within to meet chal-
lenges from without,” says Goen-
ka, vice-chairman, RPG Group.

While CII's main focus for the
year will be on increasing the

competitiveness of the Indian
industry, it will devote special
attention to infrastructure and
regulatory reforms.

“We need to compete and yet
we are saddled with policy-
induced disadvantages that
throttle our growth. What we’ll
be aiming at is not protectionism
but removal of the cost disadvan-
tages which have been intro-
duced through various policies
at the risk of making the Indian
industry unviable and uncompet-
itive,” he added.

To expand its sphere of opera-
tion, CII has also set up ‘new look
committees’ including the ones
on retailing, IT-enabled services,
logistics, education and others.
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STATESMAN NEWS SERVICE

MUMBALI, April 26. — The En-
ron crisis deepened with the
Board of Directors of the Dab-
hol Power Company deciding to
" authorise the managing direc-
tor, Mr K Wade Cline, to serve
. a notice. of termination on the
contract for the first phase of
the $2.9 billion power project.
The decision, which could lead
* to the cessation of Dabhol’s
power supply to the state, was
taken at the meeting held yes-
terday in London according to
reports quoting the chairman
of the Maharashtra State Elec-
tricity Board, Mr Vinay Bansal.
While DPC officials refuse to

comment on anything, it is
learnt that was itself

e

Gyl U ¢
prepared to serve a legal ngti
of termination just two dayd be-

fore the meeting.

MSEB was said to have been
dissuaded by the Nationalist
Congress Party
president, Mr ~—_
Sharad Pawar,
and union power
minister Mr Sur-
esh Prabhu, who had talks in
New Delhi with the Mahara-
shtra chief minister, Mr Vilas-
rao Deshmukh, and an MSEB
delegation last Monday.

The state government has
been served two arbitration no-
tices while the Centre is ready
to go for conciliation with the
DPC for failing to honour its
counter-guarantee.

Further, the DPC has already

B Editorial: The final
catharsis, page 6
—— e ———i that since DPC

slapped a mnotice of political
force majeure which protects it-
self against undeserved claims
in the evént of exigencies that
force it to take an extreme step.
The union power

" minister, Mr Sur-
. esh Prabhu, con-
tended in Delhi

contributed only 0.7 per cent of
the total energy output of the
country, its termination would
not have such a phendmenal
impact on the power situation.

However, if terminations pro-
ceedings go through, Enron
Corp, a 65 per cent share-hold-
er in the Dabhol Power Compa-
ny, would stand to net a hefty
amount in damages.

The union power secretary has

been quoted as saying that ter--
mination of the DPC would cost
the Centre Rs 1,800 crore,
which is the total of one years’
electricity bill and a termination
fee-of $300 million. According to .
an energy analyst, Mr Pra-
dyumna Kaul, the total liability
would not cross Rs 350 crore.
However Mr Prabhu said in
the Lok Sabha today that the
that scrapping of the agree-
ment would cost the Centre Rs
2,840 crore.
It is learnt that on 20 April,
Mr Deshmukh had given the
go-ahead‘bo the MSEB to pre-
pare a legal notice to be issued
to Enron during the meeting of

B See ENRON: pag/



E FINAL OATHARSIS
%Take a fresh hard look at Dabhol l\

the Dabhol project by the horns and shake it hary.
Finally, it’s here. The first and hopefully the last unadu
terated and no-words-spared account of the controversia
power project by the Godbole committee paints a frightening
. picture of the future, not just of the Maharashtra State
. Electricity Board but also of the state of Maharashtra. While
some may dispute its veracity and others its ostensible lack of
bias, there are few who can counter the marshalling of facts
and counterfacts in this audit of the Enron’s first and
arguably the last power project in the country. It predicts
that the Maharashtra board, which was one of the rare profit-
making electricity boards in the country till recently, would
have to pay Rs6,000 crores per annum to the Dabhol Power
Company once both phases are online. With the first phase of
740 MW alone, the state board is finding it difficult to service
its purchase obligations. While presenting the budget, the
state finance minister Jayant Patil categorically asserted
that the state’s sinking finances had much to do with the
mounting payment burden of the state board. Dabhol
accounts for 21 per cent of the total power purchased and 37
per cent of the payments made, which means its power is
priced 1.76 times higher than the average. It may be a bit late
1n the day to call off the project, but it’s not too late to rewrite
the script. Payment terms have to be favourable in rupee
terms; tariff has to be benchmarked. And escrow accounts, an
inexplicable concession to DPC, should be scrapped. Even if it
be the third time now, a hard-nosed look at the power pur-
chase agreement and hard bargaining alone can transform
' Dabhol from a state-sapping liability to a performance-en-
hancing asset. In a most crucial recommendation, the God-
bole committee urges that all documents pertaining to the
Dabhol project and all other independent power producers
(IPPs) be made public. The country has had enough of fast-
track power projects that are signed in the dark; let them now
see the light of day. To date, the Dabhol Power Company has
refused to respond to the report.

Rather, it is focussing on dispute resolution processes that
are on. One is conciliation with the union government to snap
out of the payment impasse - the DPC is yet to pay its dues
for December and January. Two arbitration notices have also
been sent to the Maharashtra government for failing to
support the development of the project as promised. The buck
here, it must go further to resolve the mess
all. The report can come handy as a ready
reckoner 16 work out claims ang-tounter-claims. Only, it has
to be taKen seriously first. / /

-
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the DPC’s Board of Directofs on
Wednesday. At the meeting,
the energy minister, Padam-
sinh Patil, energy secretary, Mr
Vinay Mohan Lal and MSEB
chairman Mr Vinay Bansal,

were also present.

The notice was prepared over
the past weekend and taken by
the delegation when they called
on Mr Prabhu on 24 April.
However, the politicians con-
vinced them that Enron would
not get tough, given its huge
stake in the project, and that
such a notice would not be
necessary. The meeting thus
ended with the decision to
renegotiate the power tariff,
with Enron’s consent.

Among those present at the.
London meeting were Mr Lal,
Mr Bansal and MSEB technical
director, Mr P Paunikar, in
their capacity as directors.
However, they abstained from
voting since they were deemed
an interested party. The only
vote to go against the decision
was that of the IDBI which is
also represented on the board,
it is learnt.

The chief minister, Mr
Vilasrao Deshmukh, said the
state was not in favour of
terminating the project. This
could mean that the latest
manoeuvre to arm-twist the
Indian authorities could ac-
hieve its immediate target of
getting the arrears accumu-
lated over the past three
months cleared.

The MSEB owes Enron Rs
146.64 crore for March 2001
and Rs 229 crore for December
2000 and January 2001.

The Centre today put up a
brave face on Enron’s decision
saying there would not be any
adverse effect on foreign
investment in power sector in
the country, PTI reported from
New Delhi.

“There will be no adverse
impact as a result of any action
by any domestic or foreign
company. As far as we are
concerned there will be no
adverse impact on FDI in
power sector,” Power Minister
Suresh Prabhu told reporters
when asked about DPC’s
decision to authorise manage-
ment to issue a termination
notice to MSEB.

Emphasising that there would
be no fallout of such decision,
Prabhu said after the meeting
of the Cabinet Committee on
Economic Affairs “we are
expecting cooperation from SMAR
many Scandina?vian countries mSTATEb
as well as European nations in

th tor.
B pover s e Powe 27 App o
Minister but also the Prime

Minister of Norway was here to
Inaugurate a seminar on power

and he promised lot
cooperation in the sector.?



Enron decides to

pull the plug

Ch A

on

Dabhol project "

Domestic lenders make a forceful plea for talks

Business Times Bureau
MUMBALI: The board of the Dabhol Power
Company (DPC),
which met in London
on Wednesday,
announced Enron’s
intention to withdraw
from the controver-
sial power project.

The board has
authorised the com-
pany’s management
to issue a termination
notice to the

Electricity Board

Maharashtra State

1 (MSEB). However, the company is unlikely

to issue the notice very soon as the lenders’
meeting, which took place on Monday, had
unanimously opposed a termination move
and favoured renegotiation.

Sources present during both meetings said
that although foreign lenders had supported
Enron on the termination issue, domestic
financial institutions, led by the Industrial
Development Bank of India (IDBI), had
prevailed on the members to oppose any
drastic move.

The matter assumes significance as the
lenders’ consent is required for Enron to file
a pre-termination notice for exiting from the

project.
The  decision to
empower DPC chief ~

Wade Cline to issue the
termination notice was
taken with six votes in
favour of the move and
one against—f{rom the
IDBL.

In another significant

POWER-STRUCK

@ DPC chief Wade Cline authorised to
issue termination notice to MSEB
© Foreign lenders hack Enron's

is not keen on terminating the PPA

tion. We have also made it clear that the tar-
iff structure of Enron is quite high and a
downward revision of tariffs is unavoid-
able,” Mr Bansal added.

A top banker, who was present at the
lenders’ meeting, stated that Enron would
not be able to issue the termination notice
without the lenders’ consent since “our
exposure in the project is quite large and the
lenders should approve any plans in that
direction. There is a general consensus that
the project must be completed and the pro-
posal to terminate the PPA should be kept
in abeyance”, he added.

The global arrangers for DPC include
ANZ Investment Bank, Credit Suisse First
Boston, ABN-AMRO, Citibank and the
State Bank of India, and all these parties
conducted separate meetings with company
officials. However, some section of bankers
were of the view that even if one lender with
a minimum five per cent exposure to the
project favoured termination proceedings,
the company could go ahead and file a ter-
mination notice.

Meanwhile, in a clear reversal of roles,
Maharashtra chief minister Vilasrao
Deshmukh said that the state government
was not keen on terminating the PPA. “We
will ask them to refrain from taking any such
harsh steps since that
would be bad news for
all of us, including DPC,”
Mr Deshmukh said. Mr
Deshmukh was echoing
the views of Union min-
ister of power Suresh
Prabhu who has made it
clear that the govern-
ment wants an “amicable

development, the finan-
cial institutions have made it clear that fur-
ther funding of Phase II of the project will
depend on an assurance from the Indian
government about the payment mecha-
nisms. The lenders are still to disburse about
30 per cent of the sanctioned package which
is crucial for completion of the Phase II
expansion project.

“The board has given powers to Wade
Cline to issue the pre-termination notice.
But the meeting unanimously felt that the
need of the hour was not to terminate the
project but to initiate a re-negotiation
process,” said MSEB chairman Vinay
Bansal, who attended the board meeting.
“The MSEB presented its views to the

board members and it was understood by .

Enron, which included the Rs 401 crore

penalty issue which is heading for arbitra-

settlement” of the bitter
payment row. However, he added that ter-
mination of the project would not hurt for-
eign investments, dismissing warnings by
analysts that winding up the $2.9 billion
project would be a blow to India’s efforts to
woo foreign investors.

DPC has already slapped one conciliation
notice on the Centre and three arbitration
notices on the state government over non-
payment of dues amounting to Rs 213 crore
plus interest towards the bills due for the
months of December 2000 and January 2001.

Meanwhile, MSEB officials said in
Mumbeai that the March bills for Rs 134
crore were paid on Thursday as protest pay-
ment despite the dispute over the amount.

- 'When asked about the future course of
action, Mr Bansal said that if was now up to
DPC to take action.
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i MUMBALI: The city responded
- voluntarily, ensuring a total suc-
. cess for the bandh called by a
; consortium of the Shiv Sena and
{ Left parties on Wednesday to
i protest against the economic poli-
; cies of the BJP-led government at
i the Centre. The bandh was a suc-
i cess in other parts of the state
¢ also.

i Barring a few sporadic inci-
: dents, the bandh, which was
; called off at 6 p.m., was peaceful.
* Industrial workers, however,
¢ observed a 24-hour bandh. With
the unprecedented alliance of
groups as diverse as teachers and
hawkers, political parties as
polarised as saffron and red, for
once, Sena strongholds like
Dadar and Muslim-dominated
mohallas of Behndi Bazaar
shared the same deserted look.
“The scale and spontaneity of the
response showed the extent to
which the people are unhappy
and angry with the Centre’s eco-
nomic policies,” said Sena leader
Uddhav Thackeray.

A.V. Nachane of the pro-CPI
All India Insurance Employees’
Federation said the bandh
reflected the working class’ deter-
mination to combat the
“onslaught of globalisation, pri-
vatisation, liberalisation.”

Most people preferred to stay
indoors and watch Hindi potboil-
ers and soaps on the tube. The
adventurous few who did try to
reach their work places were dis-
suaded by rasta rokos at
Jogeshwari and Kherwadi and
rail rokos at Mulund, Vikhroli,
Bhandup, Dabhisar, Jogeshwari,
Malad, Goregaon, Vile Parle,
Cotton Green, Byculla and
Elphinstone Road.

The rail roko at Mulund was
led by Sena MLC Shishir Shinde.
The protesters stopped two local
trains bound for CST and
Badlapur. Most of the commuters
in these locals were families
which had to reach stations to
board outstation trains. But noth-
ing could move the agitators who
chanted slogans like “Nahin
chalegi, nahin chalegi, videshi
samaan nahin chalegi” and
“Shuru karo, bandh karkhana,
shuru karo.”

Sena MLA Vinayak Raut led a
i demonstration near Jogeshwari

station at 10.25 a.m. When he and
his associates refused to clear the
tracks, the police removed them
forcibly. Commissioner M.N.
Singh said the protesters pelted
stones at the police, injuring
§ many police personnel, including

nited colours e

By The Times Team \v

nsure total

94 s kp

bandh

Hemant Shirodkar/Sanjay Hadkar
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It was passe

ngers who mainly bore the brunt of Mumb

S ai’s shtdo on Wednesday. A traveller snatches forty winks at
the Sahar international airport (left) while a local train is held up by Shiv Sena activists at Mulund station.

DCP Jajjeet Singh.

The Sena alleged that the police had
lathi-charged its workers. But Mr Singh
denied this,
~ Central Railway (CR) suburban serv-
ices were reduced by 50 per cent from
the normal 1,095 services to 450. The
Western Railway ran up to 75 per cent
of its services, but occupancy was very
poor. A CR spokesperson said most of
the rail rokos were held in the niorning
hours and lasted between 30 and 45
minutes, after which the services “sta-
bilised”. There was an attempt to set on
fire an abandoned coach at Badlapur,
but the fire brigade doused the flames in
time.

Although departures and arrivals
were delayed by 30 minutes to an hour,
no outstation txain had to be cancelled
or rescheduled.

But the going was not as good for
BEST, which ran only ten buses from its
daily fleet of 3,200 during the bandh
hours. Even these buses were pelted
with stones, and eight of them had their
tyres deflated. At the Mumbai Central

Trade unions to take
bandh to other states

By A Staff Reporter

MUMBALE: The striking labour unions,
some of them affiliated to ruling parties
at the Cenfre and the state, jointly
declared -that after the
Mahg¥ashtra bandh they would meet
on May 2 to decide the future course of
action which includes similar bandhs in
other states. The finale will be a mam-
moth rally at New Delhi.

“Qur opposition to the anti-labour
policies of the Centre and the state
would not remain a one-day affair,” the
leaders said at a joint press conference
here on Wednesday, The Bharatiya
Mazdoor Sangh, affiliated to the ruling
BJP, appealed to the NDA government
to pull out of the World Trade
Organisation according to which the
central government was required fo

state transport depot, only 70 of the 197 |
outstation buses arrived. At the Nehru ;
Nagar depot, there were three depar-

tures and 17 arrivals. The Parel depot |
$aw no bus coming or leaving. ,,

Indian Airlines operated 26 of its 38
flights. A spokesperson said the average
passenger load on most flights was nor-
mal at 70 per cent. With the Air
Corporations Employees’ Union
(ACEU) joining in the bandh, flights
were operated with the help of man-
agers and casual workers. While Jet
Airways operated 33 of its 56 flights, all
the Air Sahara flights were on schedule.
So were the seven Air-India (AI)
flights.

Activists of the Lok Janshakti Party
(LJP) held demonstrations at Dadar, ;
Worli, Chembur, Bhandup and Mulund.
Mohan Adsul, an activist, said the outfit
wanted the government to withdraw the
new economic policy, stop disinvest-
ment and guarantee employment.

» Milk supply hit, Page 3

resort to anti-labour policies.
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I/Ealco breather for govt

1
f  CL MANDJ
STATESMAN NEWS SERVICE

NEW DELHI, April 24. - The
law ministry has virtually
cleared the legal standing of
the Balco deal, setting aside
doubts created by the
Securities and Exchange
Board of India’s blacklisting of
Sterlite Industries.

However, the ministry’s ad-
vice on the feasibility of involv-
ing blacklisted firms in the dis-
investment prpcess may not
work as a cushion for the Indi-
an Airlines divestment plan in-
volving Videocon or getting “s-
mooth” access for these tainted
firms to the capital market.

The disinvestment minister,
Mr Arun Shourie, today said
" he was told about the law
" ministry’s advice, which he

£
17 \/\ v sought a few days ago in view

of the Sebi ruling.

e minister said according
to the advice he received Se-
bi’s barring these firms will
not be applied to the deals that
have already been signed with
these companies.

This means the government
deal on Balco with Sterlite
stands as the deal was entered
into before the Sebi ruling.

But, as the IA divestment
process is still in progress,
Videocon’s bid stands blocked.

On barring of the accessibility
of Sterlite, Videocon and BPL
into the capital market, the ad-
vice to Mr Shourie is that
though their direct entry
stands barred, they could enter
the capital market through
subsidiaries (for example Ster-
lite could make an entry

through its subsidiaries, like
Balco now). :

As per the law, however, it
will be mandatory on the part
of these subsidiaries, while ac-
cessing the
give a list to potential investors
on the “blacklisting of their pa-
rent companies” as risk factors.

Mr Shourie also agreed that
subsidiaries with such “risk-
factors” may find it difficult to
win investors and mobilise
funds.

So, blacklisted firms’ ca-
pacity to mobilise funds
through the capital market :
is in question despite the “r-
ider-based” clarification from
the law ministry. .

This will, in turn, affect Ster- .
lite’s bidding plans on other '
public sector units, even if it

tries through subsidiaries. /

.pital market, to . .




/M/aharashtra, Cent

ot

renegotiate Enron

By Our Special Corresd:)‘lsaen

NEW DELHS, APRIL 23. Faced with the
prospect of the Enron corporation
pulling out of the Dabhol power
project, the Centre and the Mah-
arashtra Government today de-
cided to renegotiate the power
purchase agreement (PPA) with
the Dabhol Power Company
{DPC). The Centre also agreed to
take out the surplus power, a long
standing demand of the State.

These decisions came at an
emergency meeting between the
Maharashtra Chief Minister, Mr.
Vilasrao Deshmukh, and the Fi-
nance Minister, Mr. Yashwant
Sinha, here. The Union Minister
for Power, Mr. Suresh Prabhu, and
the former Chief Minister and Na-
tionalist Congress Party chief, Mr.
Sharad Pawar, were also present.

The meeting, ahead of the DPC
board meeting in London on April
25, decided to constitute a com-
mittee to re-negotiate the PPA.
The committee will have a Central
Government representative and
will have two issues on its agenda
—- the cost of power and the use of
power.

Later, Mr. Sinha told reporters
that the price at which power
would be bought from the DPC
would be re-negotiated which ba-

© sically means re-negotiating the

PPA while the use of power wauld
include the extent of the State’s
requirement, how much surplus

power would have to be wheeled
out of the State and who-+ould
buy it. Maharashtra has been re-
questing the Centre to buy the
surplus power from the DPC and
put it in the national grid so that
the high cost the power can be
evened out in the combined pool.

He chose to disregard the possi-
vility of Enron pulling out of the
project saying, ‘‘we will cross the
bridge when we come to it. Let En-
ron tell the negotiating committee
that it wants to pull out.” Howev-
er, he added, “we hope to engage
the DPC in negotiations and hope
it will respond positively and not
take any precipitative steps in the
meanwhile.” The delegation’s in-
teraction with Mr. Sinha was pre-
ceded by a meeting with the

Power Minister earlier in the day. ]

These two meetings took stock of
the reports that Enron was con-
templating pulling out of the 2,184
MW power project, the second
phase of which is nearing comple-
tion. In London today, Enron offi-
cials met the company’s lenders
who were becoming sceptical of
the DPC’s future.

The setting up of the negotiat-
ing committee is expected to take
about a week, Mr. Deshmukh said.
Asked about the price at which it
would like to buy power, he said
ideally the price should be be-

tween 2.80 and 2.90 paise a unit.
“But that is a technical issV
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Lentre state

gow waglﬁee "
to renegotiate
Dabhol PPA

The Times of India News Service

NEW DELHI: Faced with Enron's
threat to pull out of the troubled
Dabhol Power Company (DPC),
the Centre and the Maharashtra
government on Monday decided
to open up the entire power pur-
chase deal between DPC and the
Maharashtra State Electricity
Board (MSEB) for renegotiation.

Enron began meeting represen-

tatives of DPC’s lenders in
London on Monday, ahead of a
board meeting there on

Wednesday, exploring the possibil-
ity of a pull-out from the project. It
is not certain whether Enron will
take the government's offer for
renegotiation of the
power purchase agree- |
ment (PPA). Thel
Centre and  the
Maharashtra govern-
ment are, however, }
hoping that Enron will
come to the negotiat-
ing table to find a solu-
tion to the problems of
payment dues and the
high cost of Dabhol
power.

The decision to
renegotiate the PPA was taken
here at a meeting of Maharashtra
chief minister Vilasrao Deshmukh
with finance minister Yashwant
Sinha and power minister Suresh
Prabhu. Former Maharashtra chief
minister Sharad Pawar, whose
Nationalist Congress Party is a rul-
ing coalition partner with the
Congress, and senior officials of
the two governments were also
present.

Mr Pawar did not speak to
reporters, but Mr Prabhu said the
former participated in the meeting
as a “delegate from Maharashtra
state”. The Maharashtra govern-
ment had first signed the PPA
when Mr Pawar was the chief min-
ister.

Mr Sinha told reporters that the
state government would constitute
a “negotiation committee to rene-
gotiate with DPC on two issues—

———r

the cost of power and the use of
power from the project”™. He clari-
fied that the PPA would be rene-
gotiated and the report of the
Godbole committee which went
into the cost of DPC power could
form a “valuable input™.

Mr Sinha also announced that
the Centre would nominate a rep-
resentative on the negotiation
committee. Mr Deshmukh wel-
comed this  decision. The
Maharashtra government has been
seeking the Centre's intervention
to sort out the issue of the high
cost of DPC power supplied to
MSEB. but the Centre has so far
kept out of the row. While the
Union government had made it
clear that it would
honour the central
1 counter-guarantee
issued to DPC against
any failure of the
state government to
pay for the power
purchased by it, it had
advised DPC and the
| state to seek reconcil-
iation.

Asked about
' Enron’s threat to pull
project and the U.S.

out of the ‘
energy company’s meeting with

DPC lenders in London on
Monday. Mr Sinha retorted, “Let
them say so in the negotiation
committee.” He expressed the
hope that “DPC would not take
any precipitate action now that the
second phase of the project is in an
advanced stage of completion”.

MTr Sinha said in addition to the
cost of power, the negotiation
would involve the question of who
would use the power—"how much
power can Maharashtra use and
how much can be wheeled out of
the state.”

Mr Deshmukh said the negotia-
tion committee would be at the
official level and it would be con-
stituted in “a week or so”. “The
DPC board is scheduled to meet in
London on April 25. Let us see
what happens there,” he added.
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Talks fail to end

Balco de

4

STATESMAN NEWS SERVICE

NEW DELHI, April 15. - The
Union minister for mines, Mr
Sunderlal Patwa had said the
Centre was inching towards
the end of Balco imbroglic. The
trade union leaders are, howev-
er, “adamant’ on any compro-
mise over the privatisation of
Baleco with its new manage-
ment. ]

The trade union leaders, who
were present in the tripartite
talks between the Centre and
state government, kept pressing
for reversal of Centre’s decision.
Mr Patwa said he was “hopeful”
about a logical conclusion of the
talks. Mr Patwa was entrusted
the task to lead a tripartite
talks to resolve the imbroglio.
The two-hour talks, which be-
gan at 4 p m at Mr Patwa’s res-
idence, was attended by seven
labour unions - Intue, Aituc,
BEU, HMS, BMS, Citu, and
Joint Action Committee of Bal-
co — representatives and Chh-
attisgarh industry minister,
Mr Mahendra Karma. The
talks remained inconclusive.
“We will meet again tomorrow
to discuss the issues,” Mr Pat-
wa told reporters.

“We have not yet started dis-
cussions on major issues in-
cluding the control of the man-
agement and parleys were
mainly to understand the points
' of view of all parties,” he said.

" On the stand taken by the
Chhattisgarh chief minister, Mr

(& 3

Ajit Jogi pnd the state govern-
ment on ajlegations of kickbacks
involving & top PMO official, Mr
Karma said, “We have come
here leaving behind all the con-
troversies.” Asked why the man-
agement representatives were
not invited for the discussion,
Mr Patwa said, “The meeting
was held without Sterlite repre-
sentatives on the request of
workers and the Chhattisgarh
government,” Mr Patwa said.

Mr Patwa declined to give de-
tails of the discussion and the
stand taken by each side. “We
have not touched on any specif-
ic issne. It's not proper for me
to divulge details of the discus-
sion as it would affect the talks
We are here to explore various
options to break the deadlock.”

Earlier, Mr Madan Lal, Balco
employees union president,
said they were not ready to
compromise on the manage-
ment issue. “We don’t want to
be managed and controlled by
any outside company. Balco is
a government undertaking and
either the state government or
the Centre should take respon-
sibility,” he said.

Expressing his faith in the judi-
ciary, Mr Brahma Singh, the
Bhartiya Mazdoor Sangh gener-
al secretary, said, “We do not ac-
cept Sterlite as the new owners.
We are a PSU and want to re-
main the same ~ either with the
state government or the Centre

- and this has been communica-
e

ted to Mr Patwa.”//
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PROCEED WITH CAUTION !

S

THE LINK BETWEEN the country’s banking sys-
tem and its stock market has been tenuous in the
best of times and is far more complicated than
what is apparent. Moreover, as everyone knows,
the interface between the two has not always
produced the most desirable of results from a
policy perspective, The disappointment here, so
spectacularly demonstrated by the recent market
crisis is due to some misplaced belief and short-
sighted policies. From the point of the macro-
econamy it is still a question of not being able to
comprehend both the potential and the limita-
tions of the stock market. Forcing the pace of
integration hetween the two important facets of
the financial system has thus proved costly once
again. To the extent the latest crisis raises serious
questions over the regulatory roles and harps
back -- so far without evidence — to a broker-
bankei nexus, there is a danger of the reform
process getting derailed.

At the start ol the reform era in the eatly
1990s there was considerable hope that steadily
integrating financial markets, coupled with
structural reforms, will unlock the tremendous
potential that was always available. Since then,
integration within the financial sector has taken
place aided by some well-conceived policy mea-
suies. And with the opening up of the insurance
sector albeit with considerable delay, it is now
possibie to use the market mechanism in a fuller
sensc for both testing and measuring macro-eco-
nomic policies. Interestingly, since integration
cannot happen only within India, there is a grow-
ing connection with the rest of the world, not just
in the matter of exchange rates or foreign trade
but in capital and portfolio flows as well.

A decade after the start of the reforms, it
should theretore surprise no one that the Indian
stock markets look towards the American tech-
nology exchange, the Nasdagq, for direction. Or
for thut mam';zim (unjustified) clamour to em-

ulate the U.S. Federal Reserve in effecting bank
rate cuts. Within the country too there is a belief
that the better integrated financial markets
would be adequate for transmitting policy
changes, whether monetary or those relating to
the budget. Recent events however suggest that
such high hopes are more often misplaced. The
acute disappointment over the stock market col-
lapse even after a friendly budget has once again
raised serious questions over the sustainability of
the stock market model for an economy like ours.
More specifically was it wise to direct banks to
lend more to the stock market?

That question is relevant for two fnajor rea-
sons: only last October the RB! allowed the banks
to increase their capital market exposure sub-
stantially. A SEBI-RBI expert group had found
merit in that course. Dispassionate observers,
however, felt that it was premature and illogical.
After all, banker-broker collusion was sighted as
one of the principal causes of the scam nine years
ago. Very little has changed since then. There-
fore, even though the latest RBI figures conclu-
sively show that at least the government-owned
banks have kept away, there is a loud talk of a
broker-banker nexus all over again. It looks cer-
tain that the credit policy to be announced soon
will reverse the October decision and impose
stringent safeguards on banks’ investment in
shares. Last week the RBI and the SEBI pre-
scribed tough guidelines. That will not be a bad
thing but it should be accompanied by a correct
diagnosis of what perpetually ails the banker-
capital market connection. Ten years ago the for-
eign banks and today the new private banks have
taken huge exposures to the market. The largely
government-owned banks should not be asked to
follow their leads. Maybe specialised outfits with-

in them can take op/market exposures and that
too gradually.
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By Our Special Correspondent
NEW DELHI, APRIL 15. The aim of tri-
partite talks between the Centre,
the Chattisgarh Government and
trade unions of the Bharat Alu-
minium Company Limited is to
understand each other’s point of
view and arrive at a solution, the
Mines Minister, Mr. Sunderlal
Patwa, said today.

Briefing the media after two
hours of inconclusive talks to end
the deadlock following the public
sector unit's privatisation, the
Minister said all the parties had
presented their points of view and
further progress would be made
tomorrow, when another round
of discussions would be held.

“Some give or take may be

-5 » BALCO unions

achieved in the negotiations to-
morrow by taking a few steps for-
ward or backwards to reach a
solution.”

However, with the unions ada-
mant on reversal of privatisation,
prospects for any resolution in
the short run look grim. The
union leaders insisted today that
they would not backtrack on the
stand that BALCO be handed over
to the State Government instead
of being run by the new owners,
Sterlite Industries Limited. They
stressed that they were not pre-
pared to negotiate with Sterlite.

Mr. Patwa declined to com-
ment on their view that the BAL-
CO employees still considered
themselves to be working for a
public sector unit and did not rec-

refuse to relent *

ognise Sterlite. Cryptic in his
comments, he said “Sterlite is not
being involved today in the talks”
but did not rule out their involve-
ment in future.

The new management had not
been represented in the talks fol-
lowing a request by the Chartis-
garh Government and workers.

The Chattisgarh Industry Min-
ister, Mr. Mahendra Karma, along
with representatives of seven
unions including INTUC, AITUC,
CITU, BMS and HMS took part in
the negotiations which were held
at Mr. Patwa’s residence.

Replying to a question on the
stance taken by the Chief Minis-
ter, Mr. Ajit Jogi, on allegations of
kickbacks involving the Prime
Minister's Office, Mr. Karma said

{5 ok 10

all controversies had been left be-
hind during the talifs.

Though the tatks scem to have
ended in an impasse, this was the
first time the three parties agreed
to hold any kind of negotiation.

Even so, these would have little
meaning without the participa-
tion of Sterlite Industries which
bought the company’s majority
stake for Rs. 552 crores.

Trade union leaders are already
on record as having said that they
consider the talks an “eyewash’”
but the State Government ap-
pears keen on resolving the six-
week long deadlock. Much will
depend, however, on the stance
taken by the unions tomorrow.
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Balco onus

n Cen
on Ce trew .

])/ew Delhi, April 13

N A fresh hope to break the ic
between the unions and the nev
management of Balco, th
Chhattisgarh Government ha
asked the Centre to make effort
to bring the warring factions t
< the table, saying it had no role t
play in resolving the impasse.

“Balco is under the charge
Mining Ministry of the Unio:
Government. Therefore, you ca:
consider playing a formal role i:
resolving the problem on thi
requést of workers,” State Chie
Minister Ajit Jogi said in a lette)
to Union Mines Minister Sunder
lal Patwa yesterday.

This is the second communica-
tion between Jogi and Patwa
since April 3, when the Chief
Minister had written that his
Government had made every
possible effort to resolve jHe
problem and now “the onu§ for
finding a solution is with the
Centre”. .

Jogi was replying to Patwa’s
letter wherein the Minister had
extended all help to facilitate a
solution to the complex issue
“keeping the ground realities in
mind”. Patwa, however, said the
solution could be found only if
the new management, thﬁ- work-
ers and the State Government sit
across the table. The Centre
would make all possible efforts tt
bring them together.

“At present there appears to bt
a deadlock. One tannot say tha
Jogi’s letter brings any break
through,” he said. 7

- PT
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he spectre of deindustrialisation, especially in the small-scale sector, is haunting a post-QR India

Imports and being earnest

W6

tion in defence deals, and the NDA's

continued championship of George
Fernandes, has caused one defection
from the alliance and made other part-
ners distance themselves from the BJP.
This has weakened Vajpayee’s govern-
ment to the point where its capacity to
pass the Budget next week without giv-

TEHELKA’S EXPOSURE of corrup-

ing assurances that will wreck the struc- .

tural reform of the Indian economy, is
in grave doubt.

But Tehelka -has had another side
effect which could prove equally, if not
more, catastrophic. It has drawn the gov-
ernment’s attention away from the threat
of deindustrialisation that hangs over
the counhtry since the lifting of all
remaining curbs on imports on April 1.

At first sight this observation may
appear preposterous. Has the govern-
ment not used a variety of pretexts to
continue quantitative restrictions on
several hundred items? Has it also not
promised to keep a close eye on the
impact of liberalisation on the import of
300 sensitive items and to publish data
every month on these imports?

True, but virtually all the safeguards
the government has announced have to
do with agricultural products and select-
ed sectors like automobiles. As was point-
ed out by the secretary of the federation
of small and medium enterprises, the
export-import policy has almost com-
pletely ignored the small-scale sector.
This is the sector that is most seriously
threatened by the import liberalisation
that has now taken place.

Government economists are sceptical
of this claim. In Business Standagrd,
N.L. Lakhanpal, the director general of
imports and exports said, “whenever any
protection is removed from any industry,
there will be some apprehensions... but
the available data do not justify these
apprehensions... in the current year the
worry is about a fall in non-oil imports at
arate as high as 8 per cent”.

Lakhanpal’s statement reflects the ana-
lytical weakness that afflicts the govern-
ment’s thinking. First, it projects trends
in past data to forecast the future. But,
by definition, trend analysis presupposes
continuity of policy or at best only incre-
mental changes in it. It is useless for
predicting the impact of one-time, dis-
creet changes, especially those of this
magnitude.

Second, industrial growth was deceler-
ating rapidly. So the decline in non-oil
imports was caused by macro-economic
factors that lie totally outside the sphere
of foreign trade. What actually happened
was that a small incsgage in the import of
consumer goods was dwarfed by a far
larger decline in the import of industrial
raw materials and components.

Even in a normal year, overall import
data tell little about what liberalisation is
doing to the economy. This is because as
imports displace domestic production,

BY PREM SHANKAR JHA

SHOP,_ BUT ONLY TILL YOU DROP: A garments outlet in Faridabad, Haryana

the rise in import of finished consumer
goods will be partly offset by a decline
in the import of components and raw
materials that were being used by domes-
tic manufacturers.

The threat to which the government
seems utterly oblivious is not what the
end of QRs will do to the trade and exter-
nal payments balance but what it will do
to employment. The waters have, admit-
tedly, been muddied by exaggerated
warnings of imminent devastation by
spokesmen for various industries. For
instance, spokesmen of the domestic ‘for-
eign’ liquor industry have been warning
that Scotch whisky reconstituted in

East Europe will become available at .

Rs 250 a bottle, and omitting to mention
that for this it would have to be imported
at Rs 7 a bottle.

In the same way, the threat that India
will be overwhelmed by imports of chick-
en legs and fruit is greatly overdrawn. At
most, these will meet a small portion of
the annual increase in demand within
the country, and that too only so long as
the ‘craze for phoren’ lasts.

But the danger is nonetheless real.
This should be obvious from the flood of
advertising that foreign manufacturers
have unleashed upon television viewers
in the last three or four months. This is
not goodwill advertising. Nor are these
companies altruists. What they obviously
hope to do is capture the high end of the
market for these products.

But they could do more, for the duty on
these finished products is seldom more
than 35 per cent. This will not be suffi-
cient to offset the higher cost of manu-
facture in India that results from small
volumes, high interest rates and power
tariffs and a plethora of local taxes and

exactions from the ‘inspector raj’.

The government may well be right
when it says that these imports will at
best capture the top end of the fast mov-
ing consumer goods (FMCG) market
which accounts for a mere 2 per cent of
consumers. But the threat comes not
from them directly. It comes from what
the fear of competition from imports
is making Indian manufacturers do to
defend themselves.:

There is now abundant evidence that to
stay competitive they are shifting their
procurement base from India to China
and other countries in southeast Asia.
What is worse, in sharp contrast to the
American FMCG industry — which
waged a long and - protracted battle
against imports from Latin America and
Asia — our manufacturers are rolling
over, belly up, overnight. The reason is
that our so-called manufacturers of con-
sumer durables are not manufacturers at
all, but traders who have littleor nothing
to lose from the change and, inparticular,
no investment to proteet.

The blame for this terrifyirg vulnera-
bility rests with past. government policies
that overprotected the consumer goods
industries and suffocated the growth of
small industry. The main cuprit is the
reservation of more than 800 roducts for
the small-scale sector. Over fair decades,
this has created a fracture ketween the
making and the marketing ol consumer
goods that is virtually uniqueto India.

Those who put their logos m the prod-
ucts and sell them are not thkt manufac-
turers. Those who actually make the
products have no logos and ncmarketing
networks or expertise. Today when the
marketing houses are turnng to east
Asia for their supplies, the Inlian small-
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scale nig;iturers are being aban-

doned. Thd trouble is that they employ
three quarters of the industrial workers
in the country.

Not everyone will be affected the same
way. According to a study by Neela
Mukherjee, there were over 3.1 million
small and medium sized units in the
country, with a total output of Rs 527,510
crore. These exported almost 10 per cent
of their output, and accounted for 35 per
cent of India’s total exports. They direct-
ly employed 17.16 million workers, but
taking into account forward and back-
ward linkages probably gave work to 150
million workers — the vast majority of
the non-agricultural working class. )

The export sector is obviously already
competitive in global terms and will
therefore remain largely unaffected. It is
the remaining 15 million direct workers,
whose products cater to the domestic
market, who remain a cause of anxiety.

An examination of the composition of
small and medium sized unit exports
shows that most sectors are already
exporting a part of their output. Thus if
the SSIs can be helped to survive the tran-
sition to an open economy, many of the
firms now catering to the home market
will be able to change their product mix,
produce the goods that are already being
exported and spearhead India’s thrust
into the global market.

Unfortunately, the almost complete
separation of production from marketing
could make the producers lose their
home markets — not gradually, but sud-
denly. They, therefore, run the grave risk
of being deprived of the time they need to
make the transition.

The constant monitoring of sensitive
products that the government has begun
and may very well enlarge, is no answer
to this problem. Because, by definition
any action it takes will come after the
damage is revealed. By then the SMEs
will be so seriously enfeebled that few
will retain the capacity to make the tran-
sition that is required of them. In partic-
ular few, if any, will remain creditworthy.

The only measure that can give the
SMEs some added protection — and thus
the time to change — is a substantial
devaluation of the rupee. The govern-
ment’s economists consider a forced
devaluation (for instance, by the RBI
aggressively buying dollars in the mar-
ket) unnecessary. If imports rise, they
say, the rupee will automatically come
down. This, too, is an outmoded theory:

In the age of globalisation, high domes-
tic interest rates of the kind India has,
can ensure that money keeps flowing into
the capital account while it is running
out on the trade account. But even if the
rupee does fall, this' will happen only
after the damage has already been done.
What is needed is pre-emptive action to
ward off a possible worst case scenario
from unfolding. Of that need, the govern-
ment has not even an inkling. -
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By Our Special Correspondent

NEW DELHI, APRIL 12. Drought con- \
" ditions in several States and lower
acreage in wheat, rice and pulses
will have an adverse impact on
foodgrains production in 2000-01,
estimated  at  196.14 million
tonnes, as against 208.87 million
tonnes last vear.

This emerged at a two-day Na-
tional Council on Agriculture for
Kharif Campaign 2001, here to
formulate strategies for next
year's production and arrive at es-
timates on this year's output
based on the inputs provided by
the State Agricultural Production
Commissioners, Agriculture Sec-
retaries, Vice-Chancellors of Agri-
culture Universities and senior
officers of the Union Ministry of
Agriculture.

The Conference noted that the
monsoon was deficient by 8 per
cent during 2000-01, accentuated
by lowering of ground water table
in subsequent seasons. The west-
ern part of Rajasthan, Gujarat and
Madhya Pradesh faced acute rain-
fall deficiency as a result of which
large areas came under drought
conditions, affecting farm output.

The worst hit is wheat output
which has declined by about 7
nillion tonnes owing to a 3.5 mil-
jon hectare decline in acreage
mostly in Madhya Pradesh, Rajas-
than and Maharashtra.

The total rice production is also
likely to be about 4 million tonnes
lower than last year mainly on ac-
count of decline in acreage in

. Foodgrain output likely
"o to be lower this year

Estimates of All-India Production of Foodgrains and
Commercial crops 2000-01 (in million tonnes)

2000-2001
Crops 1999-2000 (As estimated in

April 2001)
Rice 89.5 85.5
Wheat 75.6 68.5
Coarse cereals 30.5 30.3
Pulses 13.4 11.7
Foodgrains 208.9 196.1
Kharif 104.9 102.3
Rabi 104.0 93.8
Groundnut 5.3 6.6
Rapeseed & Mustard 6.0 4.3
Soyabean 6.8 4.9
Total Nine Qilseeds 20.9 18.7
Cotton™ 11.6 11.5
Jute & Mesta** 10.5 10.3
Sugarcane 299.2 301.4

* Million bales of 170 kg each ** Million bales of 180 kg each.

West Bengal due to moisture
stress at the time of sowing. Pro-
duction of pulses is also expected
to be Jower by 2.7 million tonnes
over last year mainly on account
of fall in production in Rajasthan
and M.P. The total coarse cereals
output at 30.36 million tonnes
would only be marginally lower
than last year.

In oilseeds, the output of soya-
bean is likely to be down by 1.9
million tonnes and rapeseed and
mustard by about 1.7 million
tonnes again due to adverse
weather conditions in M.P., Ra-
jasthan and Gujarat. However,
groundnut production is likely to
be up by 1.3 million tonnes this
year.

Sugarcane production is esti-
mated to be 301 million tonnes
over 309 million tonnes last year.

The conference, chaired by the
Agriculture Secretary, Mr. L.N.L.
Srivastava, emphasised on larger
coverage of high yielding varieties
including hybrid seeds during the
oncoming kharif 2001. Experts
stressed on timely supply of in-
puts like seeds, fertilisers and reg-
ular surveillance of pest and
diseases. They also called for ef-
fective transfer of new technolo-
gies developed by the Indian
Council of Agriculture Research
systems and noted that the avgH-
ability of fertilisers and see
“satisfactory.”
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" TIME FOR NEGOTIATIONS |\

T'HE CYCLE OF claims and counter-claims be-
tween the Maharashtra State Electricity Board
(MSEB) and the Dabhol Power Company (DPC)
has reached a point where the only way the im-
broglio can be resolved is by renegotiations. The
process of both parties slapping claims on each
other helps neither even as it leaves unaddressed
the basic problems in the project. The concilia-
tion and arbitration process that has begun is
also unlikely to provide any answers to the larger
questions because it is about a specific issue.—
the decision of the Central Government not to
honour a counter-guarantee on a demand of Rs.
102 crores by the DPC because the MSEB’s own
claim of Rs. 400 crores has not been settled —
rather than about the deep flaws in the power
purchase agreement itself. With the Godbole
Committee calling for renegotiation to bring
down the cost of Dabhol power, the Government
of Maharashtra will now have to shed its ambiv-
alence about where it stands on the project.
While DPC has always been aggressive in
asserting its rights, it cannot but be aware that it
will be impossible for it to do business in the face
of hostile public opinion and the increasingly
ambivalent attitudes of the State and Central
Governments as well. Given that in the U.S. the
Enron Corporation itself has begun to exit from
the energy production business and focus on the
more profitable activity of energy trading this
should be an additional factor working in favour
of a renegotiated contract. But the question is
how much such renegotiations will yield, for the
fundamental problems of the Dabhol project
were and still are about a very high capital cost,
dollar-denominated tariffs and a contract for
supply of liquefied natural gas (LNG) which will
(after the implementation of the second phase)
make DPC power all the more expensive if the
plant were to operate at less than 80 per cent
capacity. The Godbole Committee has not rec-

ommended scrapping the larger and\more ex- y
pensive Phase-II of the project ahd more
disappointing for the State Government is that it ‘
has refused to bear the responsibility of renego-
tiations. It could not have been otherwise for a

review committee can only provide the broad i
contours of a solution. When new negotiations |
begin with the DPC, as they now must lest the |
State and Central Government opt for the more \
dangerous course of arbitration, the MSEB and |
the Government of Maharashtra have to walk a ‘
tightrope. If the DPC were to be pushed too far it i
could choose arbitration and an arbitration pan- !
el based in London is more than likely to rule on
the basis of narrow commercial considerations |
than on grounds of public policy, which is what
the controversies in the Enron power project/|
have all been about. On the other hand, renego- '
tiations with a velvet glove are unlikely to Ao
more than tinker with the contract.

Fortunately for the State and the Centre,
worries about what the global investing commu-
nity will feel about India exerting pressure on the
DPC to modify the contract are now acknowl-
edged as being mistaken. Globally, the flaws in
the PPA have become so well-known that a Gov-
ernment that does not re-open the agreement is
less likely to command respect than one that
drives a new bargain in a transparent manner. In
the process of looking afresh at the Enron pro-
ject it does not help if"issues such as the poor
finances of the MSEB and the subsidies that it
provides are brought into the picture, These are |
issues that do need to be addressed but they are |
distinct from the problems caused by expensive I
DPC power. Even if the failings of the MSEB are '

the DPC now imposes on the two Govgfnments,
the economy of Maharashtra and eyéntually on
the national economy as well.



/Dabhol project.
s o burden-+"

STATESMAN NEWS SERVICE

MUMBAI, April 12. — The
Dabhol power project will be an
unaffordable burden on the
state unless the tariff is re-
worked, said the Madhav God-
bole committee, appointed by
the Maharashtra government
to review the project. )

The report’s first part, which
dealt with the two phases of the
Dabhol Power Company, was
tabled in the Assembly today.
The energy minister, Dr Pad-
masinh Patil, said second
part would be submitted by 10
May.

The panel said the DPC would
be a further drag on the state
electricity board which is al-
ready in financial distress. The
DPC’s burden is about Rs 6,000
crore per annum, larger than
the entire budgetable plan ex-
penditure.

The panel also felt the renego-
tiation group, which worked
out the project’s two phases in
1995, could have been misin-
formed about the impact of
its recommendations on the

tariff.

.+ The committee also found

i fault with the way govern-
ments presented their case be-
fore the courts.

“Every onie of the assertions
relating to benefits from the
project ... have proved to be

on state: punel

false and, indeed, were based ..
on extremely questionable as-
sumptions.”

It said “failure of governance”
characterised almost every step
of the decision making process
at all levels — state or Centre,
administrative as well as polit-
ical.

The state government’s idea
that the Centre should buy
power from the DPC and sell it
to states doesn’t find favour
with the committee.

If the power is costly for Ma-
harashtra, it would be so for
the rest of the country, the pan-
el argued.

However, it said the state
should be permitted to sell
power,

It felt the terms of the PPA
would have to be changed and
tariff will have to reduced con-
siderably. The DPC is not
closed to the idea, it said. .

The panel has suggested that
all dollar denominations be re-
moved in the tariff's fixed
charge component and the es-
crow agreement be cancelled. It
also recommended that all
documents relating to inde-
pendent power producers be
made public within two
months.

While two committee mem-
bers — Mr Godbole and Mr
EAS Sarma — have recommen-

ded settmg up )f’ an inquiry

commission to probe the matter
further, the other three mem-
bers felt it was not within the
their purview to make the rec-
ommendation.

The committee has recom-
mended that all new IPPs and
PPAs should be examined by
the Maharashtra Electricity
Regulation Commission.

The phase I is a high cost
plant “with inappropriate fuel
and benefits that are in no
way commensurate with its
costs.”

It has also recommended re-
structuring and renegotiation
of the project.

Giving an idea of the burden
the project has become for the
state, it has pointed out that
the sub51dy claim had de-
creased from Rs 630 crore in
1995-96 to Rs 355 crore in
1998-99, but shot up six-fold in
1999-2000 to Rs 2,084 crore be-
cause of the increase in the gap
between revenue . and
cost of supply by 26 paise per
unit.

After the first phase was com-
missioned, DPC power cost Rs !
1,617 crore. ‘

To absorb this power, the DPC
reduced its purchases from
cheaper producers such as the !
TEC and the NTPC.

Because of this the state elec-
tricity board has suffered los-
ses, the report said.

g STATESMAM
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>¢ Endless Enron

Brmg Dabhol to the negotiating table to end the i |mp

AHARASHTRAS chief minister did

what all governments do in sticky situa-

tions. Caught between politically and fi-
nancially unacceptable costs and the obligations of a
commercial contract, he set up a committee. The
process buys time and, with luck, some good ideas
which can be followed. More usually, however, once
the committee’s report is handed in there is a new
dilernma involving implementation of its recommen-
dations. That s precisely where Chief Minister Vilas-

a0 Deshmukh stands just now vis a vis the Enron’

controversy. A committee headed by Madhav God-
bole, which was set up at the height of a political row
over the cost of power to review the Dabhol power
project, seems to have offered sensible but not-casy-
to-follow advice. According to preliminary news re-
ports, two key courses of action are indicated, one in
specific terms, the other tangentially. Renegotiate the
terms of the agreement with the Dabhol Power
Company, it says. Predictable as this advice is, it is eas-
ier said than done. The Maharashtra government is
very willing to renegotiate but the other party is am-
bivalent. Enron sometimes appears to favour tatks
and at others a quick resolution of the dispute before
an international arbitrator. In sum, the Godbole
committee may arm Deshmukh with sound argu-
ments for reopening the agreement and single out
the terms that need changing but Deshmukh still has
to find a way of bringing Enron to the table. From
here on it is a matter for lawyers or arm-twisting, a
process both sides are engaged in already.

"The second line of action that the Godbole report
allegedly favours is a closer examination of the role
politicians played in the existing agreement. Regardless
of whether the committee actually recommends it or
not, it is important to find out how terms which Ma-
harashtra now finds highly odious and onerous came
tobe accepted. Even if such an inquiry is germane toa
renegotiation of the Enron contract, the two tracks
should run independently to avoid complications.
The primary reason for a political investigation is to
extract lessons for the future. Only by discovering pre-
ciselywhat went wrong during twosets of negotiations
will there be hope oflimiting political interference and
increasing transparency in commercial deals. But with

politicians from both sides of the House involved, the.

chances of a proper investigation and an early report
are slim. Unfortunately, heightened and empty politi-
cal thetoricis more likely and it will make renegotiation
twice as complicated.

Enron and the state and central governments have
mounted an escalator of aggravation— MSEB delays
payment, Enron invokes counter-guarantees, MSEB
demands penalties, Enron shields itself behind force
majeure clause and talks of going directly to arbitration;
government officials bridle at Enron’s language. All
this conld lead to an unpredictable outcome. Everyone
should step back a bit and consider other scenarios

among them the proposal for selling Enron pwer to
the central grid and the shift of Enron’s toare-
vived market for power back in the US/Inférmal talks

mayyield some sensible answers.

WDIA:. CXPRESS
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TITIONS FOR SUSPENSION OF CONVICTION DISMISSEU BUT...

- There may not be disqualification
»1 on Jayalalitha, says judge

By Qur Special Correspondent ‘

CHENNAI, APRIL 11, Even while dismissing th
petitions of the AIADMK general secretary, Ms
Jayalalitha, seeking suspension of her convic
tion in the TANSI land deal case, Mr. Justic
Malai Subramanian in the Madras High Court
today observed that, “in my view there may not
be any disqualification for the petitioner to
contest in the election.”

Interpreting the Criminal Procedure Code
that conviction and sentence were inseparable
twins, the judge said that if the sentence of im-
prisonment was suspended, as in the case of
Ms. Jayalalitha, “I do not think that there may
be any disqualification for a person to contest
the election.”

However, since the conviction against Ms.
Jayalalitha was also for an offence under the
Prevention of Corruption Act, the court, going
by earlier Supreme Court rulings, was unable to
exercise its discretion in her favour, he said.

The judge’s observations on the “disqualifi-
cation” issue, combined with his refusal to sus-
pend the conviction, gave rise to various
interpretations on the question whether Ms.
Jayalalitha could contest an election. When
counsel for both sides sought clarification, the
judge posted the matter for Thursday.

Ms. Jayalalitha had been convicted in two
TANSI land deal cases and sentenced to two
years and three years imprisonment. Admitting
her appeal, the High Court suspended the sen-
tence. Ms. Jayalalitha filed petitions seeking
suspension of the conviction to enable her con-
test the polis.

The judge said the Cr.P.C did not specifically
iof or stay of conviction any-

abundantly  clear
that conviction in-
cluded sentence. “It
can be safely held
that the conviction
and sentence are in-
separable twins in
the eyes of the law.
The moment the
sentence is  sus-
pended, conviction
is deemed to have
been suspended or
otherwise, the
framers of the Code would have taken care to
provide for the stay of conviction or suspension
of conviction also,” the judge said. This posi-
tion had been clarified by the Supreme Court in
the ‘Ram Narag’ case.

The judge referred to the submission that Ms.
Jayalalitha’s appeal against her conviction by
the trial court was pending and appeal being a
continuation of trial proceedings, conviction
might not operate as a disqualification. Also, it
was submitted that the presumption of inno-
cence of an accused continued till being held
guilty by the appeal court and that presum-
ption was neither strengthened by an acquittal
nor weakened by a conviction in a’trial court.
This, the Judge said, might be a point that had
to be raised before the Election Commission
which might decide whether a person was en-
titled to contest in the elections pending ap-
peals against his or her conviction.

Under Section 8 (2) and Section 8 (3) of the
Representation of the People Act, the emphasis
was only on sentence and not on conviction.
The disqualification arose only where a person

. eting the code, he said it was y&mﬁnced to imprisonment for not less
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than two years as per Sec.8 (3) of the Act. “It is
the sentence that is disqualified, not the of-
fence,” Mr. Justice Malai Subramanian said.
Even invthe case of ipso facto disqualification, it
did not directly relate to the offence, but to the
period of sentence of imprisonment. If Ms.
Jayalalitha had been convicted and sentenced
to imprisonment for less than two years, there
would be no disqualification on her contesting
the election.

On the main question of suspending the con-
viction, the judge said the Supreme Court had
consistently held that in cases involving offenc-
es under the Prevention of Corruption Act, con-
viction should not be suspended. Even in two
cases where High Courts granted suspension of
sentences, the Supreme Court held that High
Courts were not justified in granting the plea.

Referring to the petitioner’s apprehensions
that if she was disqualified from the contest,
her statutory right would be affected, the judge
said all these aspects had to be raised before the
Election Commission and not before the High
Court. Of course, the judge noted, the reason
given by Ms. Jayalalitha for suspension of con-
viction on the ground that she might be permit-
ted to exercise the statutory right of contesting
the election was no doubt valid, because she
was leading a large political party in the elec-
tion and a front consisting of many political
parties. If the conviction should have been un-
der Section 409 of the IPC (criminal breach of
trust), the court would have no hesitation in
suspending the conviction, if necessary.

But since the conviction was also for an of-
fence under Sec. 13 (1) (c) and (d) read with Sec.
13 (2) of the Prevention of Corruption Act, “‘this
court is unable to exercise its discretion in her
favour,” the judge said dismissing the pleas

/,



alco backlash spreads

A\
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New Delhi, Feb. 27: As cracks ap-
peared in the BJP over the sale of
Bharat Aluminium Company Ltd
(Balco), more coalition partners
stepped up the offensive against
the government on the divest-
ment deal.

While the Telugu Desam.
which had been subdued after its
initial burst of criticism, today re-
launched its assault on the gov-
ernment, the Shiv Sena joined the
Opposition chorus in questioning
the sell-off. “It (the sale) does not
look all right. The figures speak
for themselves,” Sena chief Bal
Thackeray said in Mumbai.

Adding to the Centre’s woes,
former law minister Ram Jethma-
lani described as “indefensible”
the decision to sell Balco to Ster-
lite Industries for Rs 551.5 crore.

BJP sources said disinvestme-
nt minister Arun Shourie was co-
nfronted with a volley of questio-
ns at the parliamentary party me-
eting this morning. Rajya Sabha
member Sangh Priya Gautam wa-
nted an explanation on why Balco,
which has cash reserves of over
Rs 100 crore and “tremendous

back-up assets”. was “auctioned
away”. The sources said enough
“hints” were dropped on the “un-
seemly haste” with which the
transfer was executed. “For in-
stance, [ wonder if assets like the
housing colony for 7,000 workers
was taken into account in the
final valuation. 1 doubt it was,”
said an MP from Chhattisgarh,
where Balco is located.

Shourie, assisted by law minis-
ter Arun Jaitley, tried to allay the
MPs’ fears. “He (Shourie) said the
conventional mechanism of asse-
ssing assets is flawed and cited the
example of a software giant,
which has no assets but is still wo-
rth a billion dollars.” said an MP.

Jaitley reportedly argued that
the longer the deal is deferred, the
more the chances of the unit get-
ting undervalued.

However, some MPs privately
felt that although the two Aruns
spoke “logic”, their explanation
did not cut ice. “The logic was con-
vincing but facts speak otherwise.
The charge of gross undervalua-
tion will continue to stick,” the
sources said.

A senior BJP functionary said
the deal “smelt fishy”. “How can
the value of a PSU behemoth be

thin BJP alliance

evaluated in just eight days?
There’s something fishy,” he said.

The uproar in Parliament con-
tinued with the Desam lending vo-
ice to the Opposition’s cry for an
investigation by a joint parliame-
ntary committee. Desam MP C.
Ramachandraiah said: “On the
face of it, the apprehension of the
Opposition members is justified.
Maybe in good faith, but there has
genuinely been an undervalua-
tion of Balco.”

Shourie rejected the demand.
“There is no need for a JPC on the
issue and the government has got
a good price on the Balco disin-
vestment. Do not give them (Ster-
lite Industries) an excuse to walk
away from it,” he said.

Despite Thackeray’s strong
words, Shourie received support
from Sena minister Manohar
Joshi. “I don’t think there is any
question about transparency in
the deal. It isall right,” Joshi said.

Faced with mounting criti-
cism from its allies, the BJP floor-
managers scrambled to stall a dis-
cussion under Rule 184 — which
allows voting — in the Lok Sabha -
on Thursday. The CPM is: g
for a discus§ion under
sure motion.
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. ﬁtarving the poor — II
%Q/ AN

S THE effects of prolonged

drought intensify across the coun-

try, there is an obvious case for

using idle food stocks for income-
generation purposes. Aside from helping
the poor in drought-affected areas, in-
come-generation programmes would give
farmers elsewhere some protection
against a price crash later in the year, miti-
gate the problem of escalating food stocks,
and earn the Government some credit for
supporting the people during this crisis.
There are, in principle, good prospects of
broad-based support for such an initiative.

Why, then, is so little being done to use
food stocks for drought relief purposes?
There appear to be three basic constraints,
concerned respectively with political, fi-
nancial and structural factors. The politi-
cal constraint is simply that drought relief
is not (at least not yet) a priority in the
corridors of power. The poor have never
counted for much in India’s lopsided de-
mocracy, and with the growing orientation
of économic policy towards the (so-called)
middle class, their concerns have been fur-
ther marginalised. Drought, for instance,
hardly figures in ongoing discussions of
the upcoming budget.

This political invisibility of drought-re-
lated issues struck me after a recent visit to
Rajasthan’s State Secretariat in Jaipur.
While some able and public-spirited ad-
ministrators were hard at work, the dom-
inant mood was one of complacency and
abdication. The most common attitude
was to downplay the drought, if not blame
the victims for their own predicament.
One official assured me that the drought
was ‘“media hype”, and that people were
doing just fine. Another explained to me
how he had learnt from Amartya Sen’'s
work that the first sign of a famine is food
scarcity and a rise in prices, neither of
which could be observed in Rajasthan to-
day. (It is hard to think of a more radical
inversion of Sen’s analysis.) Asked about
the possibility of curbing electricity con-
sumption in Jaipur during the drought pe-
riod, the Chief Minister proudly told us (P.
Sainath and myself) that he had already
done it. As he spoke, the lights of Jaipur's
lavish wedding parties and glittering ave-
nues were glowing across the evening sky.
A similar feedback emerges from New Del-
hi’s various bhawans (Yojana Bhawan,
Krishi Bhawan, etc.). A senior official at the

By Jean Dreze

Finance Ministry, for instance, assured me
that “people do not have the capacity to
absorb more food” {sic}.

Initially, I took it that all these good peo-
ple were trying to pull wool over my eyes.
It gradually became clear, however, that
they actually believed what they were say-
ing. And to be fair to them, there is little in
Jaipur (let alone Dethi) to remind the mid-
dle classes that they live in the capital of a
drought-affected State. The atmosphere
there is one of economic boom and un-

this time of bulging stocks is not reflected
in public accounting practices.

The thought arises, of course, that part
of the food stocks could be soid on the
market to generate the required cash re-
saurces. This brings us to the third issue —
the structural constraint. This constraint
derives from the primacy of the price-sup-
port objective, discussed in the first part of
this article. If food stocks are released on
the market, food prices will fall. This would
undermine the Central Government’s

Food-for-work programmes would help the poor in
drought-affected areas and also give farmers elsewhere
some protection against a price crash later.

precedented opulence, with plenty of in-
ternet cafs, smart restaurants and
fashionable boutiques. The “social dis-
tance” between Government officials and
drought-affected people further enhances
the political invisibility of the latter’s pre-
dicament.

The second constraint is financial. The
coffers of State Governments are empty,
making it difficult for them to bear the
cash costs of income-generation pro-
grammes (e.g. the non-wage component
of food-for- work schemes). At the State
Secretariat in Jaipur, “paise naheen hai”
was a constant refrain. The Government of
Rajasthan is caught in a debt trap, whereby
larger and larger sums of money need to
be borrowed simply to cope with interest
payments on outstanding debt. Finding
money to pay the salaries of Government
employees is the top priority of the finance
wizards, if not the single priority. Rumour
has it that all kinds of development
schemes have been halted, downsized or
postponed for that purpose. Even widow
pensions, | was told, have not been paid
for eight months for lack of funds.

The financial constraint is exacerbated
by the tendency of different parts of the
public sector (e.g. the Food Corporation of
India, the State Governments, different
Ministries) to protect their own budgets
and ‘‘pass the buck”. State Governments,
for instance, currently have to buy food
from the Central Government at the “BPL
price”. Thus, the low social cost of food at

commitment to sustain a ‘“‘minimum sup-
port price” (MSP). In other words, whatev-
er food the Governmment may sell to
generate cash resources will, in effect,
have to be bought again to sustain the offi-
cial MSP.

This problem, incidentally, applies not
only in relation to the “overheads” in-
volved in organising (say) employment
programmes, but also to wage payments
themselves. If wages are paid fully in kind,
market demand for food is bound to de-
cline, compelling the Government to pro-
cure more food if the MSP is to be
sustained. In short, the Government can-
not have its cake and eat it: either it has to
generate independent cash resources for
drought-relief programmes, or it has to
adopt a lower MSP.

To these three basic constraints, one has
to add further impediments of a more rou-
tine nature: bureaucratic inertia, infras-
tructural bottenecks, lack of
communication between Ministries, and
so on. The “blame game” between the
Central and State Governments is another
stumbling block. State Governments, for
instance, complain of inadequate food al-
lotments from the Centre. The Centre, for
its part, blames State Governments for fail-
ing to make full use of their existing allot-
ments. Constructive efforts to resolve
these differences are few and far between.

In overcoming these constraints, the
first step is to ensure that the welfare of
drought-affected people becomes a major
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political priority. That, in turn, is unlikely
to happen unless drought-affected people
are able to build countervailing power and
alter the prevailing biases of public policy.
As it happens, a redeeming feature of
droughts in contemporary India is that
they tend to be periods of intensified polit-
ical action and popular mobilisation. The
1970-73 drought in Maharashtra led to
growing social awareness of the right to
work, later enshrined in the State’s pio-
neering “employment guarantee
scheme”. The 1987 drought in Rajasthan
gave birth to a powerful movement for the
“people’s right to information”. Even the
Naxalite movement has important roots in
the devastating droughts of the mid-1960s.

This year, similar processes have already
begun in some drought- affected States.
On February 18, for instance, more than
1,000 farmers and labourers from drought-
affected districts of Rajasthan held a public
neeting near the State Secretariat in Jai-
pur, in a spirited attempt to make their
voices heard. Their startling testimonies
exposed the self-satisfied claims of the ad-
ministration. In one village of Pali district,
people have to fetch drinking water from a
distance of 20 km. In Rajsamand, the dis-
trict’s largest lake has dried up for the first
time in 300 years. In Udaipur district, two
starvation deaths have already been re-
ported. In tribal areas of Chittaurgarh,
drought-affected families are selling their
meagre assets to buy food. In some villag-
es, children are withdrawn from school by
impoverished parents. Distress migration
and cattie deaths are widespread. As for
relief programmes, they are virtually non-
existent as things stand: the coverage of
relief works is negligible, and even the
public distribution system does not func-
tion in many areas.

This meeting was a major wake-up cail
for the State Government (and there are
early signs of a positive response). Gather-
ings of this kind also give a sharp sense of
the latent political power of the underpriv-
ileged. The paradox of mounting food
stocks amidst widespread hunger provides
a natural rallying point for popular mobil-
isation across the country. Therein lies the
hope not only of resolving that paradox
but also of achieving more lasting changes
in the balance of political power.

(Concluded)
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" «-Many challenges ahead on the track

The following are excerpts from
the speech of Ms. Mamata Baner-
jee, while presenting the Railway
Budget in Parliament on February
26:

Mr. Speaker, Sir,

I rise to present the Budget Esti-
mates for the year 2001-2002 for
the Indian Railways.

Sir, last sixteen months have
been a period of intense experienc-
es for me. During this period, 1
have seen Indian Railways from
close quarters. 1 have seen millions
of Railway family members, work-
ing round the clock, to run more
than 13500 trains across 7000 sta-
tions everyday, cutting across al-
most all the States. I have seen
Railways spontaneously rushing
into the interiors of Orissa, Bengal
and Gujarat with a helping hand
when unfortunate natural calami-
ties struck them. I have also seen
Railways ferrying water and fodder
to the drought hit states to save
precious lives. Posterity will not
forget the sight of hundreds of
trains trailing into Allahabad, day
after day, carrying millions of
countrymen on the occasion of
Mahakumbh.

Sir, there are large number of
challenges which Railways face to-
day. The dual roles of Railways as
public utility and a ¢eommercial un-
dertaking are at times conflicting
while the sources for funding these
two diverse activities are the same.
Railways also do not receive com-
pensationyfor social service obliga-
tions. T Technological
modernisation of Railways is crit-
ically required, but low investment
over the last two decades has al-
most stopped this process. Unfor-
tunately, the support from General
Exchequer also has been taking a
downward trend right from fifth
Plan till Eighth Plan, dropping from
75% to 18%.

This is pushing railways on to
borrowings at high rate of interest
causing permanent damage to its
finances. Internal resources of rail-
ways have also suffered a severe
and permanent jolt immediately
after implementation of Fifth Pay
Commission recommendations.
Railways have 16 lakh employees
which is 40% of the entire central
government strength. In the com-
ing year, pension alone is likely to
cost Rs. 5,800 crore which Railways
have to bear themselves. Other-
wise, Pension liabilities of other

\Government employees are borne
by General Exchequer.

Brief review of financial
performance in 1999-00

Sir, Hon'ble Members are aware
that the year 1999-2000 was an ex-
tremely difficult year, as the Rail-
ways had to face the impact of
recession on earnings coupled with

soaring increase in the working ex-
penses as a result of implementa-
tion of the Fifth Central Pay
Commission.

Despite all these difficulties,
gross earnings increased from Rs
33,021 crore in Revised Estimates
to Rs. 33,125 crore in the actuals.

Passenger traffic
receipts
28%

Sundry other
eamings
Goods traffic 4%
eamings
63%

Total Working Expenses which
stood at Rs 30,909 crore in the Re-
vised Estimates were also con-
tained at Rs 30,844 crore.
Pensionary liabilities, budgeted at
Rs. 4,094 crore in the Revised Esti-
mates finally came down to Rs.
4,022 crore. The plan expenditure
stood at Rs. 9,057 crore as against
Rs. 8,965 crore in the Revised Esti-
mates. The market borrowings
however, were reduced from Rs
3,000 crore in the Revised Esti-
mates to Rs 2,919 crore.

Sir, the House will recall that a
target of 475 million tonnes was
fixed for loading of revenue earn-
ing freight traffic for the year 2000-
01. Indian Railways have already
loaded about 390 million tonnes of
revenue earning freight traffic dur-
ing the period from April, 2000 to
January, 2001 which is 18.48 mil-
lion tonnes more than the loading
achieved in the corresponding pe-
riod of last year. Keeping the trend
in view, the freight-loading target
of 475 million tonnes would defi-
nitely be achieved. In the curreng
year, positive growth has been wit-
nessed in loading of coal, iron ore
for export, POL, iron and steel, ce-
ment and other goods.

I am happy to inform the House
that there Eas been a historically
high growth in passenger earnings,
which reached about Rs 8,552 crore
by end of January 2001. This marks
an increase of Rs 740 crore over
previous years earnings during the
corresponding  period.  Other
Coaching and Sundry earnings also
have been quite encouraging com-
pared to previous years perform-
ance.

Non-traditional sources
of earnings

Sir, the House would recall that
the Railways had, for the first time,
set for themselves the task of maobi-
lising the resources from non-tra-
ditional sources such as leasing of
right of way for laying Optic Fibre
Cables, commercial utilisation of
land and air space and commercial
publicity on rolling stock and sta-
tion buildings. A target of Rs 750
crore was kept for 2000-01.

1 am happy to inform the House
that RailTel Corporation of India
has already started functioning to
build a nation-wide broad band
and multimedia network by laying
Optical Fibre Cable along 62,800
route kms of railway track by utilis-
ing Railways right of way.

Safety

Sir, T would like to assure the

House that within our limited
means, Railways are committed to
accord highest priority to safety.
Despite the financial constraints
being faced by the Indian Railways,
we are trying to ensure that the lev-
el of outlay on safety related works
is maintained. Track renewal works
must receive priority. I, therefore,
propose to enhance the outlay for
this crucial activity taking it to Rs
2,050 crore, marking an increase of
almost 26% over the revised outlay
for the current year. Induction of
modern technology into our sig-
nalling and telecommunication
system is equally important. This
has the added benefit of progres-
sively reducing dependence on hu-
man intervention, thus leading, to
an improved safety environment.

That is why, Sir, I have decided to
enhance the outlay on signalling
and telecom in the next financial
year by as much as 25% over the
revised outlay in the current finan-
cial year.

Sir, in order to ensure that safety
requirements are strictly followed
at all levels, I have already made
the Chairman, Railway Board in
charge of safety on Indian railways.
This would facilitate better co-or-
dination on all safety related activ-
ities at the highest official level.
Security

Sir, the general perception is
that the Railways are responsible
for providing security to passen-
gers and their belongings. But the

act remains that policing on the
Railways is the responsibility of the
State Governments. Unfortunately,
the law and order situation in cer-
tain States has not been conducive
to smooth working of rail oper-
ations.

Railways have now commenced
a process of streamlining the func-
tioning of RPF to make it more ef-
fective. The measures
include modernisation of commu-
nications, security gadgets and
weaponty, provision of adequate
transportation, computerisation,
upgrading of training facilities etc.

Sir, the House is aware that I had
setup a High Level Task Force on
security on Indian Railways. The
Task Force has recently submitted
their report, which is under exam-
ination. Sir, the solution lies in ei-
ther the State Governments
becoming proactive in improving
policing on railway systems. Alter-
natively, Sir, 1 seek the guidance of
this House on how to grant more
powers within the framework of
the Constitution to RPF to provide
adequate security cover to rail us-
ers.

Freight: new initiatives

Sir, freight revenue constitutes
two- thirds of our total revenues. In
order to regain the freight market

share which Railways have lost in
recent decades and to take it to the
level of 50% in the current decade, I
propose to initiate various mea-
sures in the next year. Some of the
major steps proposed to be taken
are:

w A comprehensive deiegation
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fund 14%

of powers to the Zonal and Divi-
sional Railways has been undertak-

en in order to sharpen our
interface with the customers. Gen-
eral Managers have been author-
ised to devise appropriate
marketing strategies at local level
to capture additional freight traffic.
w A Congested Route Develop-
ment Charge for those routes on
Indian Railways which have be-
come heavily saturated is being in-
troduced to enable Indian Railways
to plan traffic facility works to re-
move the botilenecks.

= Volume Discount Scheme is
being continued for the third con-
secutive year.

m Special lumpsum rates for
movement in Merry-Go-Round
(MGR) circuits over short stretches
have been developed for attracting
bulk movement of coal and miner-
als at pit-head Power Houses/
Mines. This package will target
short-lead bulk traffic for rail
movement.

»  Roll-on-Roll-off (RORO) pack-
ages which had been experimented
on the Konkan Railway are now be-
ing extended to Ahmedabad-Nab-
ha and Chennai-Sankrail (Kolkata)
circuits. .

w  Surplus railway land at sta-
tions and more than 1,500 unutil-
ised Goods Sheds at roadside
stations are being offered for devel-
opment of warehousing capacity
and, thereby generate additional
traffic on the railways on the one
hand and supplement revenues on
the other.

w We want to modernise our
freight operations by using the
state of the art technology for real
time monitoring. In this direction,
project for computerised monitor-
ing of Freight Operations (FOIS} is
expected to cover the entire net-
work of Indian Railways by June
2001.

Passenger amenities

I plan to give a major thrust to
improvement in the passenger
amenities at the Stations. I am hap-
py to announce that the outlay for
Passenger Amenities will be further
increased by 39% over the revised
estimate to cover many new areas
of improvement. Following steps
are being initiated for this purpose:
w Ticket refunds are being fully
computerised on all zonal Rail-
ways.

w Automatic Teller Machines
(ATMs) are being installed at vari-
ous important stations and will be
later used for issue of tickets also.

taken’

w- For providing quicker infor-
mation to public, on-line train run-
ning position will be available
through Cable TV / Internet and on
Cellular Phones by connegting Na-
tional Train Enquiry System to
these systems. )

w- To reduce congestion on ticket
counters, proposal to use Internet
kiosks for ticket retailing is under
consideration.

w Computerised information on
reservation availability status and
train movement status will be
available on all A class stations.
w In our Customer Care Insti-
tute, various training programmes
have been initiated to train the
front-line staff for better customer
service.

w Top priority would be accord-

ed to provision of drinking water,
platform shelters, increasing the
length of the platform to accom-
modate longest train, raising the
platform heights and ensure ade-
quate seating arrangements.

w- To improve sanitation at sta-
tions, a large number of Pay and
Use toilets will be provided and
mechanised cleaning will be un-
dertaken.

We have undertaken a large-.

scale exercise in modernisation of
customer service by bringing up
more and more stations as model
stations. 210 stations have already
been selected. I now propose to de-
velop another 74 stations as model
stations in the next year.

Sir, as a major step to provide
access to computerised reservation
facility, 1 have decided to include
another 71 locations throughout
the country within the ambit of
computerised Passenger Reserva-
tion System (PRS). Hon’ble Mem-
bers are aware that PRS facility is
already available at 670 locations in
the country.

In order to improve the quality of
service in long distance trains and
to provide better amenities to the
travelling public, certain amenities
on the lines of Rajdhani Express
trains have been introduced on 30
trains.

Tourism

Sir, I have given special atten-
tion to promote rail tourism. In my
Budget speech last year, I had an-
nounced that a new ‘“‘Palace on
Wheels” type of train would be in-
troduced between Maharashtra
and Goa touching several places of
tourist interest, as a joint effort be-
tween the Railways and the Gov-
ernment of Maharashtra. I am
happy to inform the House that a
Memorandum of Understanding
has been signed between the Rail-
ways and the Government of Mah-
arashtra recently. All other
arrangements to ensure the intro-
duction of the train will be firmed

up shortly.

[ am also happy to announce
that another proposal to run a
tourist train for the pilgrimage tou-
rism on Secunderabad- Dharmav-
aram
(Puttaparthy)-Tirupati-Guntur-
Nadikude-Secunderabad circuit in
Andhra Pradesh is being consid-
ered. Andhra Pradesh Government
has Also proposed a Palace-on-
Wheels type of train for which
mogdalities are being discussed.
pir, I am also happy to announce
that the Government of Karnataka
as proposed to jointly run a Pal-
Ace-on-Wheel type of train on Ban-
galore-Hospet-Hubli-Goa-
Mangalore-Hassan-Mysore- Ban-
galore circuit. Modalities in this re-
gard are being worked out.

Orissa Government has sent a
proposal for running a steam safari
train on a route attractive for local
tourism. Modalities in this regard
are being worked out. Railways will
welcome such proposals of tou-
rism interest from anw other State
Government.

Relief measures

Sir, this year the country has
witnessed a large number of nat-
ural calamities. Apart from the
most recent and most devastating
of them all i.e. earthquake in Guj-
arat, there have been floods in
State of West Bengal, cyclonic rains
in Andhra Pradesh and drought in
Gujarat. As always, Railways have
provided all possible assistance in-
cluding free movement of fodder
and water to various states in order
to mitigate the sufferings.

Metropolitan projects

I am happy to inform the House
that doubling of Belapur-Panvel
line has been commissioned for
commuter traffic from April 2000.
Fifth line between Santacruz and
Andheri as part of 5th line project
between Santacruz and Borivali
has also been commissioned.

Works on the projects for exten-
sion of Kolkata Metro Railway from
Tollygunge to Garia, extension of
Circular Railway from Princepghat
to Majerhat and provision of con-
nection with Circular Railway from
Dum Dum to the airport as well as
electrification of the existing Circu-
lar Railway from Tala to Princep-
ghat are continuing. Dum
Dum-Tala section on Circular Rail-
way has already been electrified.
Electrification of Ranaghat-Gede
has also been completed and Ra-
naghat-Bongaon will be completed
within this financial year. This will
facilitate running of EMU services
in these sections also. Electrifica-
tion of Barasat-Hasanabad is aiso
progressing satisfactorily.

Hon’ble Members will be happy
to know that the work of Phase II of
Mass Rapid Transit System in
Chennai from Tirumalai to Velach-
eri is progressing at a good pace. To
ensure its timely completion requi-
site funds are being provided in the
year 2001- 02. Work on gauge con-
version of Chennai Beach-Tamba-
ram- Chengalpattu . suburban
section has also picked up speed
and is progressing well.

Hon’ble Members will be happy
to know that based on the proposal
submitted by Government of And-
hra Pradesh, a Memorandum of
Understanding has been signed
between the Government of And-
hra Pradesh and Indian Railways
for strengthening the existing sub-
urban infrastructure and services
in the city of Hyderabad and its
suburbs for making certain sec-

tions in the city fit for commuter
train operation.

Annual Plan 2001-02

Sir, when I sat down to compile
budget estimates for 2001-02, I was
certain that there will be some

owth in the Budgetary Support
rom the General Exchequer. I was
also hopeful that to tide over the
safety-related requirements, a sep-
arate grant would be available.
However, none of these material-
ised. But, Sir, I am happy to an-
nounce that even with all these
constraints, we have been able to
keep the Plan outlay for 2001-02 at
Rs 11,090 crore, which is 11 per
cent higher than the revised esti-
mates of the current year.

Capital support from the General
Exchequer continues to be Rs 3,540
crore, as in the current year. It is
proposed to go in for market bor-
rowings to the extent of Rs 4,000
crore. The balance of Rs 3,550 crore

Express to Dibrugarh Town on one
day.

Jodhpur-Jaipur Inter-city Ex-
press to Sawai Madhopur.

Guwahati-Lumding Express to
Dimapur.

Kacheguda-Palasa Express to
Bhubaneshwar.

Jodhpur-Jammu Tawi Express to
Ahmedabad.

Howrah-Gorakhpur weekly Ex-
press via Barauni, Ballia and Indara
to provide a direct service between
Ballia and Howrah.

Service introduced/to be
introduced on completion
of Gauge conversion/

New lines/Restoration

w  Upon completion of Pedda-
pally Karimnagar New Line, two
pairs of passenger services have
just been introduced from Febru-
ary 14, 2001.

Following services will be intro-
duced on the recently completed

KBK Infographics

is being met through a combina-
tion of conventional sources and
non-traditional sources of revenue.
We are also relying on clearance of
a portion of the Railways dues from
powerhouses. Traffic outstandings,
alarge part of which is powerhouse
dues have touched a new hi%h of Rs
3,027 crore as on December 31,
2000. The target set for clearance in
the coming year is Rs 750 crore. As

part ot this, we expect that the out-
standing dues of at least Rs 500
crore from Badarpur Thermal Pow-
er Station would be realised by us
in the next year, as promised by the
then Power Minister last year.

Sir, in the current year, we had
received a budgetary support of Rs
3,540 crore which was about Rs
1,000 crore higher than 1999-2000.
Simultaneously, Government had
also agreed for a dividend defer-
ment of Rs 1,500 crore, so that our
net payout of dividend was re-
duced to only Rs 615 crore. Next
year, Sir, there has been no growth
of Budgetary Support while the
Railways will also have to pay Rs
1,352 crore to the General Exche-
quer by way of dividend, as the di-
vidend deferral permitted s
reduced to Rs 1,000 crore only.

Sir, while safety continues to be
our core focus in the Annual Plan
2001-02, I have also decided to give
major thrust to the completion of
new line projects which are pend-
ing for long time. Safety is being
further strengthened with the allo-
cation for Track Renewals being
enhanced from Rs 1,633 crore in
the Revised Estimates to Rs 2,050
crore, an increase of 26 per cent. In
our continuing drive to improve

user services, allocation for pas- -

senger amenities is going up to Rs
200 crore marking an increase of 39
per cent over the revised estimates
for the current year.

Austerity is a major area engag-
ing my concern. It would be recol-
lected that in the previous year,
austerity and economy drive _had
resulted in net saving of Rs 850
crore. This year again, the target for
savings through economy and aus-
terity measures has been set at Rs
865 crore. 1 would like to assure the
House that in the next year also,
austerity and economy will receive
high priority.

Increase in frequency

Sealdah-New Delhi Rajdhani
Express from 2 days to 4 days a
week.

Gorakhpur-Dehradun
from 2 to 3 days a week.

Rajkot-Ernakulam Express from
one to 2 days and extension up to
Okha.

Jabalpur-Rajkot Express from 2
to 4 days by extending Rajkot-Bho-
pal Express to Jabalpur on 2 days.

Jealdah-Darbhanga Ganga Sagar
Express from 4 days to daily.

Visakhapatnam-Bilaspur Ex-
press from 4 days to daily and ex-
tension up to Korba.

Secunderabad-Rajkot
from weekly to 2 days.

Nizamuddin-Bilaspur Gondwa-
na Express from 3 to 5 days by ex-

Express

Express

tending Nizamuddin  Nagpur
Express to Bilaspur.
Indore-Jaipur  Express from

weekly to 2 days.

Extensions

Surat-Patna Bi-weekly Express
from Patna up to Bhagalpur.

Pune-Varanasi Express to Darb-
hanga on one day.

New Delhi Guwahati Rajdhani
Bi-weekly express to Dibrugarh
Town from one day to two days.

Chennai-Guwahati ~ Bi-weekly

Gandhidham-Bhuj Gauge Conver-
sion:

Extension of Mumbai-Gandhid-
ham Kutch Express to Bhuj.

Extension of Bareilly Gandhid-
ham Bi-weekly Express to Bhuj.

Extension of Pune-Gandhidham
Weekly express to Bhuj.

Two pairs of passenger services.
w On the recently restored
metre-gauge line between New
Mal Junction and Changrabandha,
one pair passenger service will be
introduced between Siliguri and
Changrabandha via New Mal junc-
tion.

w One pair of passenger service
will be introduced between Eklakhi
and Gazol and extended up to Ba-
lurghat upon completion of the
new line.

w-  An express train from Howrah
to Digha will be introduced on
completion of the new line. In the
interim period, a DMU service will
be run on the 16 kilometre com-
pleted portion between Tamluk
and Bajkul.

w Two pairs of broad gauge ser-
vice will be introduced upon com-
pletion of gauge conversion of
Pandharpur- Kurduwadi section.

MEMU/EMU service

Kazipet-Dornakal-Vijayawada
Purulia-Adra
Bilaspur-Nagpur
Kanpur-Shikohabad
Bilaspur-Raigarh
Bally-Bandel (2 pairs)

DMU service
Kharagpur-jaleshwar-Bhubanesh-
war
Jalandhar-Hoshiarpur
Kotkapura-Fazilka
Samastipur-Darbhanga

New lines

Sir, the House is aware that Rail-
ways have a large shelf of new line
projects costing about Rs 20,000
crore, of gauge conversion projects
costing about Rs 9,100 crore, and of
doubling projects amounting to Rs
3,300 crore which have been duly
sanctioned by the Parliament over
the last five decades and are await-
ing completion.

On-going new lines, which have
either been completed recently or
would be completed before March
2001 are:

Puttaparthi-Penukonda section
of Dharmavaram- Penukonda pro-
ject.

Kashinagar-Kakdweep section of
Lakshmikantapur- Namkhana pro-
ject.

Kapadvanj-Modasa project.

Eklakhi-Gazol section of Eklakhi-
Balurghat project.

Jaruri-Banspani section of Daita-
ri-Banspani project.

- Bargachia-Munshirhat section of
Howrah-Amta project.

Tamluk-Bajkul section of Tam-
luk-Digha line.

The new lines targeted to be
completed in 2001- 02 are:

Gazol- Buniadpur of Eklakhi-
Balurghat praject.

Dharmavaram-Penukonda,
completing the Dharmavaram- Pe-
nukonda project.

Dewas-Maksi new line section.

Bajkul to Digha of Tamluk-Digha
project.

Gauge conversion

The sections of which gauge con-
version has either been completed
or would be completed before
March, 2001 are:

Nonera-Seoni section of Guna-
Etawah project

Raxaul-Birganj section

Gandhidham-Bhuj section

During 2001-02, Railways plan to
complete the gauge conversion of

Copy of Budget presented in RS

NEW DELHI, FEB. 26. The Railway Minister, Ms. Mamata Banerjee, today

presented a copy of the 2001-02 Railway Budget in the Rajya Sabha.
Soon after presenting the budgetary proposals in the Lok Sabha, the

Minister came to the Rajya Sabha and placed all the documents on the

table. — PTI

the following sections:
Seoni-Bhind
Amguri-Tuli
Makum-Dangri
Laxmanthirtha bridge
Gooty-Pendakallu
Dhrangadara-Kuda
Wankaner-Morbi

Doublin§l

During the current year about
200 km of doubling would be com-
pleted, while in the next financial
year a target of 300 km has been
proposed. Sir, keeping in view the
critical need to augment line ca-
pacity in certain saturated sec-
tions, you will be happy to know
that the following new doubling
works are being included in the
budget.

Ernakulam-Mulanturutti section
on Ernakulam- Kottayam-Kayan-
kulam line.

Bandel-Jirat section on Bandel-
Katwa line.

Baruipur to Magraghat.
Harishchandrapur-Kumarganj
section on Malda-Kumedpur line.

Gooty-Renigunta section-Dou-
bling of remaining single line sec-
tions.

Sir, it gives me pleasure to in-
form the House that we have de-
cided to extend the following works
as part of some of the on-going
projects.

w- Extension of Sultanganj-Deo-
garh new line project with a new
link from Banka to Barahat.

w- Extension of BDR gauge con-
version project by a new link from
Bowai-Chandi to Khana to connect
Midnapur, Bankura and Purulia.
w Extension of Mansi-Saharsa
Gayge Conversion project up to
Dafiram-Madhepur.

Gauge conversion from Krish-
nanagar- Shantipur as an exten-
sion to the sanctioned doubling
from Kalinarayanpur to Krishnana-
gar.

w- Extension of Fatua-Islam-
pur- Dhaniawan- Biharsharif new
railway line project to Barbhigha.

w- Extension of sanctioned dou-
bling project from Kalinarayanpur
to Krishnanagar by providing a
new link from Krishnanagar to
Charatala on the Krishnagar-Ka-
rimpur. ’

w Extension to Rajkot Veraval GC
project by taking up gauge conver-
sion from Wansjalia to jetalsar.

w- Extension of Eklakhi-Balurgh-
at project by a new link from Gazol
to Itahar as Phase-I of Gazol-Rai-
gan;j.

w Extension of Rewari-Sadulpur
gauge conversion project to Hissar.
w- Extension of Kanpur-Mathu-
ra-Kasganj- Bareilly gauge conver-
sion project to Lalkuan.

w Extension of Lumding-Badar-
pur-Silchar gauge conversion pro-
ject from Badarpur to Baraigram.

w Extension of sanctioned GC

from Ajmer- Chhitaurgarh-Udai-
pur project to Umra.

w New line from Banka-Bhitiah
Road as extension to Sultanganj-
Deogarh new line project.

Considering the long standing
demand of the people of Murshi-
dabad and the need for develop-
ment in this area, I am happy to
announce that restoration work of
Nasipur (Azimganj) Jiaganj Railway
line will be taken up during the
year 2001-2002. Separately a survey -
work for construction of a bridge
over Bhagirathi to connect these
two will also be undertaken.
Restoration of Teesta Valley nar-
row gauge line from Sevok to Gil-
likhola has been a long standing
demand of the people of Sikkim
and North Bengal. 1 have also de-
cided to take up the restoration of
this important railway line during
2001-2002.

Another significant rail link
needing urgent restoration is Mo-
gra-Tarakeshwar line. This also has
been a long standing demand of
the people and accordingly, I have

decided to start the work on its res- ~

toration in 2001-2002.

Sir, it would be recollected that
in the last budget I had announced
a new line project for facilitating
better connectivity of North East-
ern states. This New Moinaguri- Jo-
gighopa line will be routed through
Changrabandha to facilitate better
communication links with neigh-
bouring states.

Surveys
On the basis of requests received
from the Honourable Members
and State Governments, 1 have de-
cided to take up several surveys
during the next financial year.
These are:

Bhagirathi Bridge to connect Na-
sipur and Jiaganj Railway line

Donakonda to Vedareva

Mysore to Mangalore via Madik-
ere

Latur Road to Mudkhed

Ferozpur Cantt. to Taran Taran

Halem to Itanagar

Kharghoda to Santalpur

Bulb line at Shoranur

Rotegaon to Punthamba

Sahnewal to Ladowal

Madurai to Tuticorin

Vaikam to Vaikam Road

Kumbhakonam to Namakal via
Jayakondam, Ariyadur, Perambdur
and Thuraiyur
Shahganj to Amethi via Sultan-
pur :

Kazipet to Nalgonda

Jiribam-Imphal

Jhajha to Giridih via Sonuchakai

Updating survey for Ernakulam-
Punalur-Trivandrum

Jaypore-Malkangiri

Howrah-Sealdah 3rd line be-
tween Belangar-Bally and addi-
tional loop at Dumdum, Baranagar
and Bally

Budge Budge to Uluberia includ-
ing a rail-cum-road bridge.
- 2nd coaching terminal at Triva-
ndrum

Byepass at Bandel and Naihati

Ranjitpura fo Yeshwantnagar

Developmedft of infrastructure in
Kakinada area

Thanjavur to Chennai Egmore
via Adiyalur

Gauge conversion surveys
Virudnagar to Manamadurai
Doubling surveys

Ujjain to Indore

Patratu Chandil via Barkhakana

Gooty-Renigunta section of re-
maining single line section
Electrification
In the current year, electrification

of 425 route kilometres is envi-
saged and the following sections
are planned to be completed be-
fore March 2001:

Sirhind-Nangaldam-Una

Ranaghat-Gede

Ranaghat-Bongaon

Some of the important routes to
be completed in the next year are:

East Coast line from Visakhapat-.
nam to Kharagpur. With this, the
entire Calcutta-Chennai route will
stand electrified.

Main line of Eastern Railway,
(Sitarampur-Mughalsarai) provid-

" ing alternative electrified route on

Asansol-Mughalsarai section.

Udhna-Jalgaon section linking
two important electrified main
trunk routes of Delhi-Mumbai via.
Western and Central Railways will
be electrified.

Reforms and restructuring

Sir, If | may be permitted to use a
Railway metaphor, I would say that
the Indian railways are today
standing at a junction station. One
track takes them to reforms, revival
and rejuvenation. The other track
will lead them to a nowhere land of
crisis and chaos. Sir, we must make
the right choice, sooner, rather
than later. We have already set in
motion various reforrn measures.
Efforts are underway to generate
resources through non-traditional
sources.

We recognise this task is not go-
ing to be easy at all and it cannot be
done overnight as well. A system
which remained largely unchanged
during five decades will need some
amount of time, continuity and
perseverance with the full support
of not only the Central Govern-
ment but the State Governments as
well. Sir, we also feel that in any
reform exercise, our employees will
be our strength. We feel that no re-
forms can be successful without
full involvement of the people. I
would like to assure this House that
Railways shall not be privatised.

The House is aware that a Rail-
ways expert group was set up in
1998. The group has submitted an
Interim Executive Summary of its
report recently, which is under ex-
amination. The detailed report is
awaited.

Sir, we all know that Railways ur-
gently need modernisation. How-
ever, we need to select appropriate
technology. We also have to find
innovative means of funding this
process of modernisation. I am
happy to inform the House that I
have set up an Advisory Committee
under the Chairmanship of Mr
Sam Pitroda for suggesting ways
and means of initiating compre-
hensive modernisation of Indian
Railways with the application of
appropriate technologies.

International co-operation

In our continuing efforts to pro-
mote international co-operation
among the neighbouring coun-
tries, 1 am happy to inform the
House that the rail link between

passenger earnings at Rs 11,387
crore.

Ordinary Working Expenses at
Rs 30,190 crore provide for a mini-
mal increase over the current year,
resulting in a total variation of 8.53
per cent over the Revised Esti-
mates, for 2000-01. Appropriation
to Pension Fund is placed at Rs
5,790 crore and Depreciation Re-
serve Fund has been provided at Rs
2,704 crore based upon the actual
requirement for plan resources.
The total Working Expenses will,
thus, amount to Rs 38,684 crore
leading to Net Traffic Receipts of Rs
755 crore. Net Miscellaneous Re-
ceipts are estimated at Rs 928
crore. This also takes into account
Rs 300 crore proposed to be re-
ceived from General Revenues for
Railway . Safety Works. Thus, the
Net Revenue works out to Rs 1,683
crore.

Sir, last year I had not increased
the freight rates for essential com-
modities. This year also, I do not
propose to increase the freight
rates of essential commodities
stch as edible salt, grains and puls-
es, sugar, fruits and vegetables,
urea, edible oils, kerosene and
LPG. These commodities are used
by every one and constitute a sig-
nificant part of the housewives
budget. I have no intention to up-
set the domestic budget and there-
fore 1 am exempting these
commodities from any hike.

Sir, I am aware that an increase
in freight rates has some direct or
indirect effect on the economy. It
must, however, be recognised that
Railways are also being subjected
to similar inflationary pressure. As
was done in the previous year, the
Railways will continue to absorb
some part of the increase in the
cost of inputs, but the circum-
stances demand that freight rates
have to be adjusted by a small mar-
gin. As such I propose a nominal
three per cent {three per cent) in-
crease in rates of all commodities
except those essential commodi-
ties mentioned before or those
proposed to be charged differently
as under. Keeping in view the re-
quest made by major industries, 1
have decided that freight rates for
Coal (not meant for household
consumption) and Iron & Steel (Di-
vision A, B, and C) is also proposed
to he increased by only two per
cent (two per cent).

Certain sections of the Railway
network have become saturated,
yet the demand on these sections is
still growing. As is normal in the
pricing policy in various transport
sectors, I propose to charge a pre-
mium for carriage of traffic over
these sections.

In view of the increase of seven
per cent {seven per cent) in Parcel

rate made in last budeet, I propose
to exempt Parcel and Luggage rates

from any increase next year. This
exemption will also be applicable
to newspaper, magazines and
medicines etc.

m Bangalore-Vasco bi-weekly express

Madgaon

w Dhanbad-Hafia intercity Express

Express

m Haldia-Asansol Express

i Jodhpur-Chennai weekly Express
m Solapur-Pune Intercity Bxpress

m Jodhpur-Hardwar Link Express.
w Palghat-Trivandrom Bxpress

. works 4t Hazrat Nizamu

Source: Railway Budg et 2001-02 documents

Petrapole in India and Benapole in
Bangladesh has recently been re-
stored and opened for goods traf-
fic. This will pave the way for
running of passenger services also.

Budget estimates

Sir, I shall now deal with the
Budget Estimates for 2001-02.

A general recession has been ob-
served in the economy since 1998-
99, as we all know. Consequently,
the infrastructure sector has also
shown a downward trend in the re-
cent years. Despite this, Indian
Railways have shown remarkable
resilience and performed quite
well for last two years in terms of
freight loading etc. In 2001-02,
Railways showed a moderate and
somewhat subdued growth in
freight traffic mainly due to slow-
ing down of economy. It would be
recollected that Railways had per-
formed very well and had achieved
a growth of 8.43 per cent in freight
traffic in 1999-2000. In the current
year, mainly due to imﬁroved sup-
ply of coal to powerhouses, the
goods traffic to end January 2001,
at 389.40 million is 4.98 per cent
higher than the level achieved in
the corresponding period of last
year. The freight traffic target for
the budget year 2001-02 has been
fixed at 500 million tonnes, an in-
crement of 25 million tonnes over
the current year’s target of 475 mil-
lion tonnes.

In this context, I am happy to an-
nounce that to facilitate adequate
availability of rolling stock for
freight movement, for the second
year in succession, wagon procure-
ment target has been projected at
the level of 23,000 for the next year.
This will give further fillip to the
wagon industry in general. For pas-
senger traffic, nine per cent in-
crease has been provided in
keeping with the long-term growth
in passenger traffic. With these
projections, the goods earnings are
assessed at Rs 24,735 crore and

New Trains to be Iintroduced
m New Delhi-Raipur-Bilaspur weekly Rajdbani Express
w New Dethi-Ranchi-Hatia weekly Rajdhani Express
w Bi-weekly express between Gorakhpurand New Delh

wPune-Ermakutam weekly express via Londa and

m Asansol-New Jalpaiguri weekly Bxpress

m Secunderabad-Dharmavaram Express

m Sealdah-New Jalpaiguri bi-weekly Express
m Jaipur-Ernakulam weekly Superfast Express

m Howrah-Yashwantpur (Bangalore} bi-weekly Express
m indore-Gandhbinagar {Ahmedahad) Express

u Howrah-Trivandrum-Nagercoit weekly Express
m Kurfa:Bhubaneshwar (via Sambhalpur) weekly

m Valsad-Patna weekly Express serving Surat area

m Bhubaneshwar-Palasa Infewity Service
m Asansol-Jhajha-Amritsar weekly Express
| Weekly Rajdhani Express t_o_s;ecuﬂdprbad upon completion of Rew Terminal

ymputhat-Howrah [ntercity Emmss '
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Sir, I am happy to announce that
concessional MST (Monthly Sea-
son Ticket) scheme meant for the
people below the poverty line
which was approved last year will
continue.

Sir, in the concessions granted to
various categories of handicapped
persons, there has been certain
grievance from those who are vi-
sually handicapped or mentally
handicapped. Sir, in order to en-
sure uniformity in availing the con-
cessional facilities by all categories
of handicapped persans, [ am hap-
py to announce that the visually
handicapped and mentally hand-
icapped persons shall also be entit-
led to the same benefits which are
otherwise available to orthopaed-
ically handicapped and paraplegic
persons.

I would like to bring to your no-
tice Sir, that despite there being no
increase in passenger fares, the
earnings from passenger traffic are
poised to exceed the budgeted lev-
el. Till December, 2000 there has
been an increase of 10 per cent (10
per cent) compared to the same
period last year. 1 attribute this to
various efforts being made by the
Railways to augment passenger
traffic and the general improve-
ment in the services and amenities
offered to the travelling public. I
am hopeful that this buoyancy
would continue in the coming year
as well. I do not, therefore, propose
to increase the passenger fares of
any class or category of trains.

In the end, I wish to express my
gratitude to the respected. Prime
Minister for his encouragement
and support. My sincere thanks are
also due to all the railwaymen for
their hard work and dedication to
duty, which has helped the Rail-
ways in achieving their task suc-
cessfully. I am also thankful to the
rail users whose cooperation we
have been getting always.

Sir, with these words I commend
the Railway Budget 2001-02 to the
House.

/



“BALCO share transfer
«' not till March 1>7*

By Our Special Correspondent

NEW DELHI, FEB. 26. The BALCO is-
sue cropped up in Parliament
once again today leading to a
short adjournment of the Lok
Sabha, while the Government an-
nounced in the Rajya Sabha that
transfer of shares would not be ef-
fected till March 1.

With Parliament sated to dis-
cuss the Rs. 551-crore BALCO-
Sterlite deal this week, Opposition
members led by the Congress
sought to know how the Prime
Minister, Mr. Atal Behari Vaj-
payee, could make a statement
ahead of the debate.

Raising the issue after question
hour in the Rajya Sabha, the Con-
gress Chief Whip, Mr. Pranab
Mukherjee, said it was not expect-
ed of the Prime Minister to com-
mit an “impropriety”’, making a
statement outside when Parlia-
ment was in session. Other mem-
bers including Mr. Nilotpal Basu
and Mr. Jibon Roy of the CPI(M)
stood up in support while Mr. Na-

, ren Mohan (BJP), and others
-sought to counter them.

The Parliamentary Affairs Min-

ister, Mr. Pramod Mahajan, de-
fended Mr. Vajpayee’s remarks at
a function on Saturday saying the
latter did not make any formal
statement but only responded to
queries from reporters.

In his opinion, Mr. Vajpayee
had not committed any impro-

5?’ \‘,p‘} ¢ Mriew since the agreement to sell

off government equity was clear-
ed at a Cabinet meeting chaired
by the Prime Minister. Respon-
ding to an assurance sought by
the Opposition, Mr. Mahajan said
the transfer of shares would ngt
take place till March 1. The Rajya
Sabha would discuss the deal to-
morrow while the Lok Sabha
would take it up on March 1.

In the Lok Sabha, the Congress |

Chief Whip, Mr. Privaranjan Das-
munshi, lodged the protest and
soon found support from the Op-
position benches with some rais-
ing slogans. As repeated requests
did not pacify the agitated mem-
bers, the Speaker, Mr. G. M. C. Ba-
layogi, adjourned the House till
noon, when the Railway Budget
was presented.

Court won’t intervene: Page 13




-~ Balco transfer after
1 March: Centre *"

STATESMAN NEWS SERVICE

NEW DELHI, Feb. 26. — The
Centre today announced that
Balco’s shares would not be
transferred before 1 March. Ra-
jya Sabha is slated to discuss
the issue tomorrow and Lok
Sabha on 1 March.

The Union parliamentary af-
fairs minister, Mr Pramod Ma-
hajan, however, denied that the
transfer of shares had been re-
scheduled because of the heat it
had generated in Parliament.
“When the government does
this kind of disinvestment, it
takes time to transfer the

shares...It will not transfer the
shares before 1 March.”
Asserting there was “nothing
wrong” and “nothing to hide” in
the Rs 551.5 crore deal, Mr Ma-
hajan said the government was
ready to discussion the matter
in accordance with the rules.
He brushed aside Opposition’s
charges that the Prime Minis-
ter had committed parliamen-
tary impropriety by seeking to
defend the deal outside the
House. The Prime Minister, he
said, only told journalists that
the deal was a “good one”. “W-
hat else could he possibly say?”
In Lok Sabha, the Speaker ac-

cepted an Opposmon métion
under Rule 184 on Balco divest-
ment. Even before the House
could resumée question hour,
Opposition members raised slo-
gans and barged into the well
pleading with the Speaker to
direct the government to make
a statement.

The Speaker, however, ex-
punged the remarks of the
members who refused to listen
to his pleas to let the question
hour proceed.

The Lok Sabha was ad-
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“No hike in passenger fares

' STATESMAN NEWS SERVICE [7 \

' NEW DELHL Feb. 26 — When

Miss Mamata Banerjee stood
up in Parliament today, she

: became the first woman railway
' minister to present more than
! one railway budget. As she
| finished her speech, she had

notched up two more for the
record books: The first railway
minister to present two conse-

. cutive budgets with no hikes in

passenger fares. And the first

' railway minister to present a
budget with not a single new

project, though 24 new trains

. have been announced.

The hard political bargaining

- and economic surrender inhe-

rent in this cash-strapped

i populism had led by the
" evening to furious speculation

. rence, senior officials of the ray

about a supplementary rail
budget after the Assembly
polls. ‘Or at least, a post-elec-
tion fare rationalisation.

At a post-budget press confe-

board did not dismiss thge
possibilities with the firmpess
they could have, saying the
Railways “will monitor/ prog-
ress and decide whethef or not
to revise fares”.

On a pointed questién about a
supplementary budget, the rail
board chairman,/Mr Ashok
Kumar, said: “I dg’t predict the
future, therefore ho comments.”

There were s¢fme indications,

too, that freightt rates could be

changed aftey elections. Rates

. for congestedfroutes may be the
" target. But[the budget itself

saw some selective changes in

" freight rates. Rates have been

hiked for commodities like steel
and coal, by three per cent.
Most household items have
been spared.

The seven new trains for West
Bengal led many MPs to accuse
Miss Banerjee of neglecting

their states, and stormed the,

Well of the House. NDA part-
1er BJD staged a walkout.

Mamata pleaded: “Listen, I
have given enough for all of
you. Don’t shout, please under-
stand my limitations also.”

Her other protestations inclu-
ded the vigorous defence of
maintaining the status quo on
passenger fares: “Last year
there was a 10 per cent inc-
rease in passenger earnings.
Why should I then burden pas-
sengers? I won’t.”

She claimed the around three
per cent hike in some freight
rates wouldn't affect average
household budgets or have an
ixflationary impaet. “It will
have no impact on the common
man because household items
have been spared,” she said,

Freight rates for essenty
mmodities like suga
salt, grains and p
oil, kerosene, fruj

\ l Editorigd: Rich landlady,

B Stories, photograph
~-on pages 8 and 10

S ,Lwnk

-2 per cent increase has been

made for coal (not meant for
household consumption), iron
and steel (division A, B & C),
and a 1 per cent.increase on
furnace oil.

A 3 per cent hike has been an-
nounced for all other commo-

e e e

s. dities. The increase in frelght

" Rs 200 cr

charges is expected to fetch an
additional revenue of Rs 600
crore. The freight traffic target
has been fixed at 500 million
tonnes, an increase of 25
million tonnes.

With an eye on the Left ben-
ches, Mamata said, “Som-
nathdada, 1 have taken care of
your constituency also with a
new train service,” while the
Marxist veteran nodded as if he
saw through the gameplan,

Precarious rail finances
meant that budgetary outlays
could only be tinkered with.
The only significant change
from last year’s figures is in
market borrowing, to go up by

THE STATESHARK
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Rs 500 crore. Plan outlay/ at Rs
11,090 crore is 11 pé r cent
higher. Budgetary sypport re-
mains the same, Rs 3,540
crore, while Rs 3,540 crore will
be raised througlyinternal gen-
eration.
While not

lking passenger
fares, the RAilways hope to
increase eary gs on this front ;
by enlarging ‘capacities’
efforts wily be on to run 24-
compartmgnt trains and iner- .
eape the/length of platforms. -
Passenger fare earnings have ;
been | prOJected at Rs 302 crore. |
The budget rolled out a series
of “unconventional methods” |

B See RAIL, page 8



MONDAY, FEBRUARY 26, 2001

A DIFFICULT EXERCISE

IF THE ANNOUNCEMENT regarding the Bharat
Aluminium Company (BALCO) on Thursday
came as a pleasant surprise to those who were
unhappy with the pace of the disinvestment
programme, the sharp criticism — both in and
out of Parliament — the next day was entirely
predictable. The official policy on sale of public
sector enterprises, which commenced during
1991-92, has been controversial. During the past
decade political parties of different hues have
formed the Government at the Centre. Disin-
vestment came to be accepted as an official
plank, though obviously the emphasis has var-
ied in the implementation. Stringent criticism,
not necessarily well informed, has bedevilled
the process of sale, no matter what methodol-
ogies have been used in each instance. Not sur-
prising therefore that securing a reasonable
consensus takes precedence over the attain-
ment of certain goals of divestment. One lesson
learnt over the past decade is that it is the proce-
dural parts of the public sector sale, rather than
the concept proper, which are contentious.

The above come into sharp focus now even
as the Government prepares to transfer 51 per
cent of its stake in BALCO to Sterlite for a little
over Rs. 550 crores. While the Government takes
credit for another Rs. 244 crores and claims that
there cannot be a better price, most of the oppo-
sition alleges opaqueness in methodology and
short-changing of the exchequer. The Govern-
ment says the price for handing over its majority
stake has been determined through an inde-
pendent and time-tested valuation exercise
adopted by its global advisers and that what
Sterlite is paying for is much higher than the
reserve price fixed, the book value of BALCO
and the competing bids. The transparency and
openness built into the process by the Minister
of State, Mr. Arun Shourie, is indeed commend-
able.

Given that highly emotive points are in-

volved, with the divergent sides unlikely to ar-
rive at a meeting ground anytime %oon, the
BALCO sale might well pass off as yet another
unhappy disinvestment experience, with little to
contribute by way of healthy precedents. That
will be most unfortunate. BALCO’s has been on-
ly the second strategic sale that has come so
close to completion, the first concluded one be-
ing the sale of Modern Foods a year ago. There
have been high expectations from this method
which involves a transfer of management con-
trol along with a chunk of equity. Theoretically,
it has advantages over the piecemeal processes
adopted earlier. The buyer would pay more and
lift the value of the enterprise. Technical sup-
port and managerial decision-making skills will
be built into the process of selection of the stra-
tegic buyer. All stakeholders of the company —
employees, existing government-shareholder as
well as new shareholders — ought to benefit
over the term. In practice though as the BALCO
experiment demonstrates, the strategic route
much more than the earlier rounds of disin-
vestment can be controversial to a point wher

even at the final stages it can get derailed ¢r

postponed. ; ._}&Qf \(\\ A

v
At a time when moreﬁuig -profile privatisa-
tion programmes involving the two airlines and
VSNL are in the early stages any setback will be
injurious to the macroeconomic policy at large.
The BALCO announcement, coming as it did,
barely a few days before the budget can be a
shot in the arm for the disinvestment pro-
gramme. In fiscal terms its contribution is just
about 5 per cent of the amount budgeted for
disinvestment proceeds for this year, but still
very significant because no other divestment
has taken place. But there will be even more
tangible gains if the Government and the oppo-
sition reach a meeting ground so that future
decision-making in this vital area is not imper-
illed.

ONE HINDU
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BHUBANESWAR, Feb. 25, -
The state government today
said Balco will continue to
be “responsible for setting
up an alumina plant in Oris-
sa”.
Disinvest-
ment or sale
of the compa-
ny will not
change the
situation.
Setting up an
alumina

lease proyided to Balco.
Officialg , however, have de-
nied such charges. The gov-
ernment’s decision to grant
lease has not been influenced
in any way by the eventual
successful bidder of Balco,

they said.

The govern-
ment had rec-
ommended the
lease to Balco
much before the
Centre decided
to privatise the

plant was one company, offi-
of the condi- | cials said.
tions laid -~ Balco was an
down when' applicant for the
the mining Sasubohumali
lease was rec- and Pansanga-
ommended in mali mines
Balco’s  fa- area, officials
vour, sources said. The Centre
said here. had requested
The contro-- the state gov-
versy = over ernmen}t1 . to
. ant the lease
§ lr Soi g 3 s Se t(% Mr Navin Patnaik ‘:’g Balco.
ment of Bal- The Centre had

co has had its effect in Orissa.
Opposition, parties have al-
leged the #téte government
had recommended grant of
mining lease to the company
knowing fully well that it was
going to be privatised.

The Janata Dal (S) today
said sanction .of mining lease
on the eve of such a contro-
versial priwatisation implies
the state government perhaps
wanted to make the sale more
attractive and beneficial to
the private bidder.

The party has demanded a
(Central Bureau of India
probe into the grant of baux-
ite mining lease.

The JD (S} general secretary,
Mr Krushna Chandra Patra,
said the goveriment should

also informed the state it was
contemplating reservation of
this entire area for Bhlco by
invoking provisions “under
Section 17 of the MMRD Act
officials added. Under this
provision, the Centre needed
only to ‘consult’ the state gov-
ernment and ‘ concury€nce’ is
not mandatory, _

The state gevernment had

‘considered the entir¢ matter

and recommended , grant of
lease to Balco on condition
that it would set up an alymi-
na plant in Orissa. The state
had also suggested this
should be one of the lease con-
ditions.

The Centre had agreed to
this condition, offici Said
here.
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The Times of India News Service

NEW DELHLI: Setting a politically
aggressive tone, the Congress on
Sunday challenged the Vajpayee
government to change the direc-
tion of its economic policy and tilt
the forthcoming
Union budget in
favour of the farm
sector.

An uncharacteristi-
cally aggressive Sonia
Gandhi led the |
charge, accusing the |
Centre of corruption
and poor administra-
tion. “They do not
have the tempera- '
ment to rule. Misrul
and corruption ar
their religion,” sh
said in a bristling 20
minute speech at
farmers’ rally organ
ised by her party at
the Ramlila grounds *
here. The Congress premdent
dared the government to negate
the adverse impact of the quantita-
tive restrictions by raising a steep
wall of duties on farm imports. She
said by imposing high duties on

FIELDING FOR SUPPO

‘Sonia accu%e}go
farmers

cultural imports in the budget,
the government should try to pro-
tect the interests of farmers.

In what seemed to be a signifi-
cant departure from Manmo-
hanomics, Ms Gandhi served a
notice on the govern-
ment, making it clear
that her party would
pitch for farmers and
play the swadeshi
card. Alleging that
farmers had never
been treated so shab-
bily since independ-
ence, she said a tragic
proof of their suffer-
ing was the spate of
suicides by farmers in
several parts of the
country in recent
times. Refuting the
NDA government’s
B charge that signing of
R the WTO agreement
by the erstwhile
Congress government was respon-
sible for the problems faced by
farmers, she stated that the prob-
lem lay in the failure of the
Vajpayee government in raising
import duties to protect farmers.

MNE TIMES OF INDIA
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% BIP defends BALCO disinvestment.|)~

b2
| By Our Special Correspondent

NEW DELHI, FEB. 24. The Bharatiya
Janata Party (BJP) today defended
the Centre’s decision to sell off 51
per cent equity in the Bharat Alu-
minium Company (BALCO) to the
Sterlite group while rejecting the
suggestion by the Telugu Desam
Party (TDP) for a Joint Parliamen-
tary Committee on disinvest-
ment.

The senior party leader, Mt. J.P.
Mathur, told presspersons here
that there was no opposition
within the party on the issue but
there were differences among
some constituents of the Sangh
Parivar. However, the differences
within the Parivar, especially with
the Swadeshi Jagran Manch, were
“not in principle” on the disin-
vestment policy but on the quan-
tum of disinvestment and the
choice of industry. Even the Jana
Sangh had advocated that public
sector undertakings should be
run on profit.

On the charge that the BiP-led
NDA Government had agreed to
sell at a lower price, Mr. Mathur
claimed the valuation was done

as per norms. He rejected the de-
mand by the TDP MP, Mr. C. Ra-
machandraiah, for a Joint
Parliamentary Committee to go
into the issue, saying there was no
need since the Disinvestment
Commission was entrusted with
the task.

Meanwhile, the Communist
Party of India (Marxist- Leninist)
joined issue with the Government
demanding immediate rollback of
the decision and scrapping of the
Disinvestment Commission and
Ministry.

It charged that the NDA Gov-
ernment was ‘‘playing havoc with
the national economy and the
lives and livelihood of millions of
people. The Economic Survey,
which foretells doom for the
economy, serves a show cause
notice on the incompetent Gov-
ernment.”’

Industry supports
move
By Our Special Correspondent

NEW DELHI, FEB. 24. Industry has
frowned at the opposition to the

Union Cabinet’s decision to sell
51 per cent of BALCO's equity and
urged the Government to remain
firm on its decision.

Strongly supporting the deal,
asserting that it was driven by
market principles and that it con-
formed to the due process, it
asked the Government to resist
the pressure for a rollback of its
decision since global opinion
about the reforms process was at
stake.

Industry also took exception to
the reported statement of the
Chattisgarh Chief Minister, Mr.
Ajit Jogi, threatening cancellation
of BALCO’s bauxite mining lease
if the Centre went ahead with its
plan. Describing such pressure
tactics as ‘“‘unwarranted”, the As-
sociated Chambers of Commerce
and Industry President ({Asso-
cham), Mr. Ragu Mody, warned
that the disinvestment process
would be halted if the Govern-
ment succumbed to pressure on
the issue.

The Federation of Indian
Chambers of Commerce and In-
dustry (FICCI) president, Mr. Chi-
rayu  Amin, said, “Any

disinvestment process mu$t meet
the established benchmdrks of
transparency, observation of the
due process, opportunity for ev-
eryone to bid, no hint of outside
trading or sleight of hand, and the
process must be driven by open
market norms.”

The chamber concurred with
the Disinvestment Minister, Mr.
Arun Shourie’s assertion that the
decision was taken via a detailed
and painstaking route. The final
bidding price was arrived at after
a prolonged process of evaluation
and examination of seven bids.

The fact that the second highest
bid was reportedly lower from the
first by over Rs. 250 crores indi-
cated that there was no sleight of
hand or insider trading. “Had
there been collusion or insider
trading, the price differential

would have been marginal,” he
contended. Based on the analysis
of the available facts, FICCI urged
the Government not to call off the
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‘REFORMS PROGRAMME TO BENEFIT ALL SECTIONS’

By Our Special Correspondent

' NEW DELHI, FEB. 24. The Prime Min-
ister, Mr. Atal Behari Vajpayee, to-
day defended the Government’s
disinvestment policy and said
there was no confusion over the
course of action taken in the case
of the Bharat Aluminium Compa-
ny (BALCO).

Talking to reporters after a
book release function at his resi-
dence, Mr. Vajpayee expressed
confidence that the BALCO deal
would go through as planned
once the matter was discussed in
Parliament, and the Government
presented the facts to the House.
It was a good agreement which
Parliament would surely endorse,
he added.

Earlier, after presenting the
prestigious Shram Awards for
1999, Mr. Vajpayee sought to dis-
pel doubts being expressed in cer-
tain quarters about the economic
reforms.

The reforms programme was
meant to help all sections of
workers especially those in the
unorganised sectors.

“We have begun to reform the
economic process to create more
employment opportunities. India
can benefit from dramatic chang-
es in technology to compete suc-

cessfully in thg-global market,” he
said adding”‘we must gear up to .

ALCO deal as

meet the international competi-
tion in our own domestic mar-
ket.”

Mr. Vajpayee said some peren-
nially loss-making units might
have to be shut down even as ef-
forts would continue for restruc-
turing public sector undertakings
through disinvestment but work-
ers interests would be fully pro-
tected.

Workers’ interests

“Protection and promotion of
workers’ interests are an integral
part of our reform strategy,” as
the Government believed that
workers’ welfare went beyond the
implementation of legal rights
and was taking effective steps to
extend the reach of social security
through innovative insurance

es such as the “Janashree
a Yojana'.
so the two existing organisa-
tigns — the Employees’ State In-
sutance Corporation and the
Enpployees’ Provident Fund Orga-
nidation — were being revamped
to make them deliver better ser-
vices, the Prime Minister said.

The Government would quickly
implement all accepted recom-
mendations of the second Na-
tional Commission on Labour
which was expected to submit its
report by October.

Pointing out that agricultural
labourers today received neither
legal protection nor social securi-
ty, he said the Labour Ministry
was working on a comprehensive
social- security scheme for the-
m.'I would like the details of this

Three directors asked to go

NEW DELHI, FEB. 24. The Government has sought the resignations of
the three functional directors of the Bharat Aluminium Company
(BALCO) as part of the pre-signing formalities for sale of 51 per cent
' stake to Sterlite industries for Rs. 551.5 crores even as the issue is

. hanging fire in Parliament.

“The formalities will be completed in less than a week’s time,”
i sources said but declined to comment as to when the formal agree-
| ment between government and the new partner would be signed
| and money would be transacted to the exchequer. ]
A top functionary of BALCO said the Govepriment was in fact '
. withdrawing the functional directors and
completed along with the signing of the dealvith the Sterlite. — PT1

process would be

/
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scheme to be finalised quickly, in
consultation with other ministries
and the State Governments.”

Global challenge

Lauding the role of labour in
nation-building, Mr. Vajpayee
said he was often disappointed
that some “‘votaries’’ of economic
reforms debated issues on devel-
opment without any reference to
workers’ welfare.

“And when they do refer to
workers, it is by showing them as
a liability, rather than as a valua-
ble productive asset,” he said
adding the Government's pro-
gramme of economic reforms was
meant to help workers and not
hurt them.

“Our objective is to promote
the well-being of all sections of
workers, especially those in the
unorganised sector, who com-
prise 90 per cent of our total
workforce of 354 million.”

The Labour Minister, Dr. Sa-
tyanarayan Jatiya, called for a se-

rious effort in upgrading workers’
skills to enable the industry face

the challenges of the global com_+

petition. The employers should

offer incentives to the workers for :

the upgradation of their skills as it

try.
In all 26 workers were hon-
oured with the Shram

would ultimately help the indus- |

|
|
|
i

awards.|
They included two women. {
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S tion between reforms and poverty.
The correlation between growth and
poverty reduction is fairly robust and has
been empirically established, both in India

and abroad. To the extent reforms stimu-

lated growth, and this is not in doubt,
poverty should have declined. The problem
is paucity of data. The National Council of
Applied Economic Research collects data,
but these are not usually used. The stan-
dard source is data on expenditure collect-
ed by the National Sample Survey, used to
compute the percentage of population
below the poverty line, or the head count
ratio. The poverty line is itself computed
on the basis of calorie norms that evolved
in the early Sixties and there are criticisms
that these are outdated, appropriate price

deflators are not used and
[

ince reforms started in 1991, thetj
has been debate about the correla- Vi

"FIGURES /\\\/

wrecall, households are asked about expen-

diture during the preceding seven days.

In the 1999-2000 sample round, the NSS
sought information on both the 30-day and
seven-day bases. Households were to be
asked about 30-day expenditure first and
about seven-day expenditure subsequently.
Otherwise, households would simply mul-
tiply the seven-day figure by four to obtain
the 30-day figure. So ran the argument. The
1999-2000 round consisted of four sub-
rounds and in 10 per cent of cases in the
first sub-round the proper sequence was
not followed. Why households should be
able to multiply and not divide, of course,
goes unanswered. On the basis of seven-
day figures, the all-India poverty ratio was
23 per cent, while on the basis of 30-day fig-
ures, the ratio was 26 per cent. Some refuse
to believe that poverty can decline. There

were reports that since the

NSS underestimates expen-
diture, as compared to over-
all expenditure figures ob-
tained by the Central Statis-

Empirical evidence
clearly shows that to

proper sequence was not
followed in 10 per cent of
cases in the first sub-round,
the planning commission

tical Organization. The the extent that (which calculates head
more serious problem is reforms stimulate count ratios on the basis of
that the NSS undertakes NSS data) was going tojunk
large samples only at infre- gI‘OWth, they help the 1999-2000 survey and

quent intervals and the last
large sample was in 1993-94.

reduce poverty

commission a fresh sample.
Thankfully, better sense

To expect reforms begun in
1991 to impact on poverty ratios in 1993-94
is unrealistic, apart from the fact that
many reforms that alleviate poverty (deliv-
ery of primary education, rural roads,
rural health care, drinking water, sanita-
tion) haven’t yet happened. Consequently,
the favourable impact of reforms on pover-
ty has solely been through growth, the
much-maligned trickle down effect.
However, the debate on the link between
reforms and poverty has continued, de-
spite poverty of data. Since 1993-94, the
NSS has undertaken thin samples, but
these are notorio(psly unreliable. So there
were great expectations about what the
NSS large sample of 1999-2000 would re-
veal. But a fresh controversy arose out of
the 30-day and seven-day debate. Histori-
cally, the NSS has collected data on a 30-day
basis. Respondents have been asked what
the household expenditure was during the
preceding 30-day period. This is felt to be
unreliable, since no one remembers expen-
diture incurred 30 days ago. In seven-day

&

prevailed and the commis-
sion has gone public with 30-day figures.
This conclusively establishes that poverty
has indeed declined to 26 per cent from 36
per cent in 1993-94, with 27 per cent below
the poverty line in rural areas and 23.6 per
cent below in urban areas.

More interesting than the all-India fig-
ure are the state-level head count ratios.
Goa, Haryana, Himachal Pradesh, Jammu
and Kashmir, Punjab and Delhi have head
count ratios below 10 per cent. Conversely,
Assam, Bihar, Madhya Pradesh and Orissa
have head count ratios above 35 per cent,
with West Bengal at 27 per cent. The con-
ventional identification of poverty with
BIMARU is no longer valid. Rajasthan, for
example, has a head count ratio of only 15
per cent and Madhya Pradesh is also climb-
ing out of the BIMARU fold. States that do
well, exhibit growth beyond a minimum
threshold. That is the simple message. To
the extent reforms stimulate growth, they
do help poverty reduction. This proposi-
tion now has empirical support. /

SCRIPSI

Literature is a conscious mythology: as society develops, its my fical stories become
structural principles of story-telling, its mythical concepts, sun-gods and the like
become habits of metaphoric thought. In a fully mature literary tradition the writer

2

enters into a structure of traditional stories and images. — NORTHROP FRYE



~Get tough to stem slowdown:
Pre-Budget Economic Survey

HT Correspondent (\ )\
New Delhi, February 23 \J\ \

WITH ECONOMIC growth slid-
ing down this fiscal to 6 per cent
as against 6.4 per cent in 1999-
2000, the pre-Budget Economic
Survey has suggested a slew of
measures to restore fiscal bal-
ance and revive the sluggish
industrial and agricultural sec-
tors.

Firm indicators about how
Finance Minister Yashwant
Sinha plans to revive the econo-
my and reverse the deceleration
in industrial and agriculture
growth are available in the sur-
vey, which was presented in the
Lok Sabha today.

If one were to go by the sur-
vey, largescale fine-tuning of the
Vajpayee Government’s eco-
nomic policies seems to be in
the offing. It is expected to be in
line with the strategy outlined
in the Prime Minister's Office
(PMO) document targeting a 9
per cent annual growth rate.

The survey indicates that the
Finance Minister may depend
heavily on cutting food and fer-
tiliser subsidies to significantly
bring down non-development

expenditure, borrowings and
thereby fiscal deficit. But, this
hike may only be modest, given
the fact that five States are to go
for Assembly polils in April-May.

The survey also proposes a

istry tal bout food economy
managemelt that could lift
impediments on production,
storage and\transport of agri-
culture products.

The Economic Survey favours
Rt

.. Cut in PF, pension, small

& Complete decontrol of fadilizers, ml

§ WHAT TO EXPECT IN THE BUDGET
:

savings and bank rutes.

# Education to be treated as
commercial service.

© & Govt o withdraw from all production
units, will sell shares of PSUs in'the
‘open markel.

. # Food and fertilizer subsidy to be
..pronsd.

complete decontrol of fertiliser,
coal, sugar, petroleum sectors
and the lifting of price controls
in these areas. It may have an
inflationary impact on essential
items.

As for coal, private invest-
ments would be allowed for the
first time. This was also indicat-
ed in the President’s address to
both Houses of Parliament ear-
lier this week.

For the first time, this vital
document of the Finance Min-

sugar, petroleum.
" Internet telephony.to be spened up‘
® Customs duty fo vbgl\sut fo ksion levels.
® Contracta lobigurddw pqﬂ;;sed. k

® lirigosion 1o'be handled tver to
<ceaperatives. '

® Reduction of Govs, wuﬂgta. k

total decontrol of the processing
of agricultural products. To this
end, firm steps to implement the
new agriculture policy appear
to be in the offing in Sinha’s
Budget. The survey specifically
seeks to immediately end the
monopoly of the Foed Corpora-
tion of India (FCI), thereby pro-
viding scope for the creation of
private silos.

The survey also points to a
radical shift in the Centre’s
PSUs privatisation programme.

THE HINBUSTAN TIME:
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Barring defence, the Survey
suggests that Government sell
the majority of its equity shares
in all PSUs to the public at large.

The 325-page annual document
hints at across the board cut in
interest rates on provident fund,
pension funds, small savings.
This is expected to be followed
by a second round of slash in
banks interest rates after the
presentation of the Union budg-
et on February 28.

An important area where
ref m is sought to be initiated
ig’education. The Survey sug-
gests education be treated as
another commercial service
with proposed involvement of
corporates, NRIs and OCBs.
Education, henceforth, may be
treated on par with Internet
service providers (ISPs), basic
and cellular service providers.

An area that has wide impli-
cations for the working class
and the new economy is the pro-
posed new contract labour Act
as part of labour reforms sought
to be initiated. The survey said
the new law would encourage
outsourcing of services, espe-
cially in areas such as telecom
infotech and entertainment. .~~~
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~ BALCO deal

;4 vlfut on hoiifi'ﬂrw L

r Special Correspondent

- NEW DELHI, FEB. 23. Fierce opposi-
tion to the BALCO-Sterlite deal
today forced the Government to
agree to put off finalising the sale
agreement till the matter was dis-
cussed in Parliament. For the sec-
ond day the issue rocked
Parliament forcing adjournments
in both the Houses.

A determined Opposition
raised its voice against the Gov-
ernment’s decision to sell its 51
per cent equity in BALCO to Ster-
lite for Rs. 550 crores, charging
that the profit-making public sec-
tor firm was being sold cheap.
The treasury benches were not al-
lowed to have their say, and had
to defend themselves outside the
House.

Relenting to sustained pressure
with some Opposition members
moving a motion for discussion in
both Houses under rules which
entail voting, the Government
said the discussion in the Rajya
Sabha would be on Tuesday and
in the Lok Sabha on March 1.

Immediately after question
hour, members were on their feet
in both the Houses demanding
that the sale agreement be kept in
abeyance till the House discussed
it. The Congress, the Left, and the
RJD members were the most vo-
cal.

The pleas of the LoK Sabha
Speaker, the Rajya Sabha Chair-
man and Ministers fell on deaf
ears and no one was willing to
even listen to the Government’s
view. Later, the business advisory
committees of the two Houses de-
cided the dates for discussion.

Charges refuted

At a press conference later, the
Disinvestment Minister, Mr. Arun
Shourie, rebutted the charges
against the Government and re-
gretted the lack of opportunity to
present his case in Parliament.
Seeking to set the record straight,
Mr. Shourie, said the Cabinet’s
decision was in consonance with
the recommendations of the Dis-
investment Commission. The
Government would submit all
documents to the Comptroller
and Accountant General once the
- agreement was finalised.

Throwing down the gauntlet,
Mr. Shourie challenged the critics
of the deal to get a better offer and
“we will find a way to cancel this”
and give BALCO’s equity to the
higher bidder. Giving copious de-
tails on the process followed to
privatise BALCO, the Minister,
however, ruled out a white paper.
In an indirect broadside at the
Congress, he commended the dis-
investment process in Maharash-
tra, Karnataka and Madhya
Pradesh, ruled by the Congress.

He also indicated that while
Parliament could discuss the mat-
ter, the Government was not
ready to give up its “‘executive
privilege”. The agreement, which
was to be finalised on February
26, would now be put on hold till
the discussion in Parliament.

Mr. Shourie promised a full
statement in Parliament ‘“when
given a chance” and said a ““think
paper”’ was being prepared.

The Congress spokesperson,
Mr. S. Jaipal Reddy, said the par-
ty’s opposition was confined to
short-selling a profit- making
PSU. “The Government is in a
devilish hurry to receive the
cheque from Sterlite for reasons
best known to it.” Mr. Reddy said
an internal assessment by the Fi-
nance Ministry had assessed BAL-
CO’s worth at Rs. 2,000 crores in
1998 and pointed out that the
firm had a 280 MW captive power
plant worth Rs. 2,000 crores.

In a related development, the
BJP spokesperson, Mr. V. K. Mal-
hotra, took exception to the threat
by the Chattisgarh Chief Minister,
Mr. Ajit Jogi, to cancel all mining
leases granted to BALCO if the
deal was hurried through. “If he
insists, there are Constitutional
remedies,” he hinted terming the
threat an ‘“‘attack on the federal
character of the Constitution”.

PIL filed in HC

PTI reports:

Meanwhile, a public interest li-
tigation filed in the Delhi High
Court by advocate Mr. B. L.
Wadhera, challenged the Govern-
ment’s decision to sell 51 per cent

of its stake in BALCO to the Mum- _

bai-based Sterlite industries. The
matter is likely to come up for
hearing on Monday.
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Stiff dose to

cure growth
.~'gloom " A\

FROM OUR SPECIAL
CORRESPONDENT

New Delhi, Feb. 23: This time
it’s a triple whammy: industry
has trundled into the slow
lane, foodgrain production
has slumped 4.7 per cent, and
inflation has raised its hydra
head once again.

The upshot: the economy is
sputtering with growth down to 6
per cent from 6.4 per cent a year
ago.

The Economic Survey for 2000-
01, which was presented by fi-
nance minister Yashwant Sinha
in the Lok Sabha today, paints a
pretty sordid picture with indus-
trial growth decelerating to 5.7
per cent in the first nine months of
2000 from 6.5 per cent in the year-
ago period, foodgrain production
tumbling to 199 million tonnes
from 208.9 million tonnes, and in-
flation running at 8.2 per cent
against 6.5 per cent a year ago.

To top it all, growth in organ-
ised sector employment has
shrunk from 1.44 per cent in 1991
to a sliver of 0.04 per cent in 1999,

Bite the bullet

But there’s hope yet, says the Sur-
vey, and advises the government
to bite the bullet. It has set out a
tough agenda that calls for aggres-
sive privatisation, intensive re-
forms of labour laws, sharp down-
sizing of the government, widen-
ing of the tax net, a clampdown on
subsidies, and dereservation of
the items that have been ear-
marked for the small-scale sector.
It also sought drastic meas-
ures in the upcoming budget to
cut fiscal deficit, hasten reforms,
widen the scope of service tax,

bring down import tariffs to
Asian levels.

The Survey also wanted the
government to bring prices of fer-
tilisers and natural gas at par
with international prices.

According to the Survey, many
of the ills of the economy can be
cured if all public sector units
producing private goods are sold
to the public. Governments, the
Survey says, with their elaborate
bureaucratic structures, multiple
layers of accountability and com-
plex cross-checks, are unsuited to
the demands of commercial pro-
duction in a competitive, fast-
growing economy. Privatisation
will allow government’s capital
expenditure to be allocated to pub-
lic goods and basic infrastructure.

“Identification of the public
sector with state tmonopoly needs
to be replaced by a public sector
that is owned by the public,” it sa-
id, adding that shares of newly-
formed companies could be sold
to the public while retaining a ma-
jority only in those companies
that produce defence systems.

Stressing the need to reduce
the high 8-10 per cent real interest
rates to reverse the industrial slo-
wdown, the survey hints at lower-
ing of interest rates on small savi-
ngs by benchmarking them again-
stequivalent market instruments.

Although direct tax collec-
tions had been buoyant, some
shortfall is expected in the indi-
rect tax collections due to slow-
down in industrial growth and
negative growth rate in non-oi,
imports.

Although major industries of
Gujarat had escaped the worst ef-
fects of the earthquake, the im-
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ﬁies cry halt, Opp steps
up attack over Balco

HT Correspondent
New Delhi, February 23

oX

THE GOVERNMENT'S proposal
to disinvest in Balco has snow-
balled into a major political con-
troversy. Even as a determined
Opposition kept alive the issue
by forcing adjournments in Par-
liament today, a section of the
NDA allies lent force to their
campaign by airing similar
apprehensions about the multi-
crore deal.

Actingin concert with the Left
parties and other non-NDA for-
mations, the Congress geared
itself for another ding-dong bat-
tle by insisting that the issue be
debated under rules entailing
votes in both Houses.

The Opposition’s no-holds-
barred offensive got a big boost
when the TDP and Trinamool
Congress endorsed the Opposi-
tion’s demand that the deal be
puton hold t111 discussed thread-

te the sale. But it did not say

%A} whether 1t

as g eeable to post-
debate votes.

To allay the BJP allies’ fears,
Finance Minister Yashwant
Sinha and Minister of State for
Disinvestment Arun Shourie
reached out to the TDP-Tri-
namool combine with details of
the planned transaction. But the
‘friendly’ parties . emerged
unconvinced from the specially-
arranged ministerial briefing.

In what amounted to .an .
endorsement of the Opposition
stand, the TDP-Trinamool scep-
tics articulated the commonly-
shared perception that Balco was
being undersold.

On its part, the Congress led
the Opposition charge in the Lok
Sabha - its Deputy Leader, Mad-
havrao Scindia, making a force-
ful case against the deal which,
among other things, would throw
its 7000-strong workforce on the
streets. In similar vein, party
spokesman Jaipal Reddy ques-
tioned the Government’s “devil-
ish hurry” to disinvest in Balco,
a ‘mini ratna’ PSU.

Related reports on Page 9
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“Gout, higed

to assess BALCO's tor

By Rajesh Ramachandran
The Times of India News Service
NEW DELHI With the Union
cabinet’s decision on the privatisa-
tion of the public sector Bharat
Aluminium  Company  Ltd
(BALCQ), former chairman of the
Disinvestment Commission G.V.
Ramakrishna has questioned the
process of BALCO’s evaluation.

Coming as it does barely a week
after the contention of former eco-
nomic affairs secretary E.A.S.
Sarma that there is no cogent dis-
investment policy, Mr
Ramakrishna’s criticism suggests
that the government’s sale of
PSUs is arbitrary.

The valuation of BALCO's
assets is mandatory since the gov-
ernment plans to sell 51 per cent of

its equity to a company of its =

choice (strategic partner). This is in
violation of Mr Ramakrishna’s
recommendation since the com-
mission had insisted that only 40
per cent equity be sold to a strate-
gic partner.

P )
T TS U

The inside story of the disinfest-
ment of BALCO unravels
one traces BALCO’s valuer. PV.
Rao, a retired civil engineer with
no previous experience in metal-
lurgical engineering and licensed
only to assess land and buildings,
was made the valuer. He roped m
an associate, qualified to assess
plant and machinery. Both visited
BALCO’s main plant in Korba on
January 31 and spent four days
there. On February 4, they left for
Bidhan Bagh unit in West Bengal
for a two-day visit. On February 7,
they left Kolkata for Delhi. Five
days later, Mr Rao submitted his
valuation report.

When contacted, Mr
Ramakrishna told The Times of
India,*Valuation of this kind is not
relevant for a going concern like
BALCO. This is done when you
are selling a closed company. For a
going concern, evaluation should
be done with reference to market
share, potential earning capacity
and international competition.”
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| " Patient Rights

An explosive cocktail could leave western pharmaceutical companies
both shaken and stirred. Indian drugmaker Cipla has offered to supply
French doctors group Medecins Sans Frontiers a triple-therapy AIDS
cocktail at $350 per year per patient, to be distributed free of cost in
Africa. Cipla will lose about $150 per yearly dose, but plans to supply as
many as it is asked for. This is unlikely to go down well with Western
pharma giants, which sell the cocktail at $10,000 to $15,000. A year ago,
tive drug multinationals had offered to reduce prices for poor nations.
But the initiative covers only three countries so far, and the typical cost
of the cocktail there is $1,000 a year. Activists charge pharma MNCs
with overpricing and using patent rights to block cheaper alternatives.
The MNCs would doubtless deny that, but they certainly take their
patent rights seriously. Last year, Glaxo-Wellcome had threatened to
sue Cipla when it tried to sell a generic version of a Glaxo anti-AIDS
drug combination in Ghana. Even though the African regional patent
authority ruled against Glaxo, Cipla stopped selling the combination.
Similar efforts may be made this year, since each of the ingredients of
Cipla’s cocktail is said to have been patented by Western firms. Cipl
has, presumably, done its legal homework so there shouldn’t be a prop-
lem. Still, the entire episode raises a disturbing question: patent ri
are undoubtedly important, but should fompanies be allowed tg use
them to literally make a killing? SACAN \?\

Opponents of globalisation would argue that this is\€xadtly’what is
going to happen under the Trade Related Aspects of Intellectual Prop-
erty Rights (TRIPS) regime. Actually, the agreement is a lot more liber-
al than most people realise. It clearly st#ies that intellectual property
protection should enhance economic and social welfare. Patents can be
refused for diagnostic, therapeutic and surgical methods of treatment.
Even the rights conferred by patents already granted can be modified
under special circumstances. In an ideal world, drug manufacturers
would realise that it makes little business sense to deprive themselves of
a mass market. However, a compelling case exists for modifying the
patent regime if they refuse to play ball. India should take the lead in
demanding that a separate set of rules be created for life-saving drugs.
Twenty-year patents are all right for lifestyle drugs like Viagra. But if
someone files a patent for, say, a cure for cancer or AIDS, the applica-
tion should be subjected to rigorous financial and social auditing. The
manufacturer’s entire research and development cost should be consid-
ered, sales volumes projected and a price set that would enable him to
make a reasonable profit within five years. Thereafter, the patent should
lapse. Shorter patent spans would also have a positive side-effect: they
would encourage intensified R&D since companies would not have the
luxury of living off one discovery for 20 years. Western governments
and companies may see this as a simple case of patenprights vs patient
rights. But efforts should be made to convince thenthat the full poten-
tial of globalisation will never be realised if vasis€ctions of the world’s
population are deprived of its benefits. After #fl, where would we have
been if Prometheus had patented fire?
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ovt gets the best price f¢

Rajiv Goel & Swaminathan !’
Anklesaria Alyar
NEW DELH! 22 FEBRUARY

THE GOVERNMENT seems

to have got an excellent deal

in the Bharat Aluminium
(Balco) sell-off. Sterlite’s Rs
551.5-crore “winning” bid for 51
per cent in Balco was double that
of its mearest competitor,
Hindalco (Rs 275 crore). Usually,
the winning bid is merely a smali
percentage above the next one.

The best independent yard-
stick for judging the Balco deal is
to see how much Hindalco paid
for Indian Aluminium (Indal),
last year. Key indicators suggest
that Sterlite paid comparatively
more for Balco, than Hindalco
did for Indal .

The price earnings ratio mea-
sures how high the price of a
company is in relation to its net
earnings per share. Based on data
for the last four quarters, the P/E
ratio is 9.2 for Hindalco, 6.6 for
Sterlite Industries, and 5.1 for
National - Aluminium Company
(Nalco), the biggest producer in
India, which is also likely to be
privatised in future.

Last year, Balco had posted a
net profit of Rs 56 crore. But the
Sterlite bid values the company at
Rs 1081 crore, giving a P/E of
19.3. It will be more than 40 if
the government’s estimate of a Rs
23-crore net profit, comes true
this year.

Hindalco paid 9.6 times the
earnings before depreciation,
! interest, tax and amortisation
(EBDITA), for Indal. Sterlite paid
9.7 times the EBDITA for Balco,

going by th data
for 1999-2000. |

According to
government
sources, the net
profit of Balco
could drop in
the current year
to Rs 23 crore,
from Rs 56
crore last year.
If so, the multi-
ple paid by
Sterlite would be
correspondingly hlgher

The bidder’s valuation-sales
ratio, in case of the Balco bid
was 1.34. In case of Indal it was
1.70.

Bidders typically estimate
the cash flow of a takeover tar-
get, in the years ahead, and dis-
count it to arrive at a current
valuation. According to reliable
sources, Sterlite evaluated
Balco’s current worth on a dis-
counted cash flow basis, at
around Rs 800 crore. But since
a company is typically willing to
pay a premium for management
control, Sterlite’s bid valued
Balco at Rs 1,081 crore.

Balco has long-term debts of
Rs 255 crore and liquid assets of
Rs 310 crore, and if these adjust-
ments are made then the valua-
tion works out to Rs 1,025 crore.

How much higher was
Sterlite’s bid, over that of rival
Hindalco? Sources in the Birla
group indicate its bid was around
Rs 275 crore.

According to the disinvest-
ment advisor, Mr Roddy Sale,
managing director, J.P. Morgan,

Parameters

 TALE OF TWO BIDS

Sterlite  Hindaleo

Sterlite’s  bid
was quite a bit
higher than
Hindalco’s. This
should be a mat-
ter of satisfac-
tion for the gov-
ernment. And
Hindalco will
feel its competi-
tor has paid too
much.

How trans-
parent was the

v

deal? Accordmg to Mr Sale, the

deal was concluded under “the
highest international standards
of transparency.” The sealed bids
of the bidders were opened and
certified in their presence.
Anybody in the world was
allowed to bid. All three interest-
ed bidders —Sterlite, Hindalco
and Alcoa — were given full
access to the accounts of the com-
pany so that they could carry out
due-diligence analyses, and, thus,
have an informed, reliable basis
for making their bids. Ultimately
Alcoa decided not to bid, so there
remained two bidders, of whom
Sterlite was the highest.

What about reports of shod-
diness in valuing the physical
assets of Balco? Mr Sale declares
that this is totally irrelevant to
the bidding process. The govern-
ment might have its own reasons
for a physical valuation, but no
bidder will bother about it: The
value of a company depends not
on its physical assets but its abil-
ity to generate profits.

Indian Iron, for instance, may
have massive physical assets but

['he Economic i

o sell-off

is worthless from a buyer’s view-
point. The state electricity boards
have the biggest assets of all, and
are bankrupt. By contrast, Wipro
and Infosys have very modest
physical assets but astronomical
market values since they gener-
ate large profits.

State governments and trade
unions generally prevent a com-
pany from selling its physical
assets even if it wants to. The
Mumbai textile mills would have
loved to sell their land and move
out of the city, but were not
allowed to, and so they “fell sick”
and closed down.

What about the claim of
some Balco employees that the
real value of the company is in
excess of Rs 3,800 crore? Even
a greenfield plant of this size
will cost no more than Rs 2,500
crore. “Value is in the eyes of
the bidder,” said Mr Sale.
“Anyone in the world could bid
for Balco. The highest bid con-
stitutes a fair price. The valua-
tion of the employees is not
shared by any commercial entity
anywhere in the world. It is a
figure dreamt up by people with
no knowledge of commercial
realities.”

However, Mr Kapil Sibal is
reported to be representing the
employees in a legal bid to stop
the sale. So expect the Congress
Party to call the sale a sell-out,
and sling mud at the BJP. Some of
the mud will surely stick, since
the public now believes that all
politicians are crooks and ras-
cals. Expect similar rows in
every single case of privatisation.
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The
10 Years
That
Changed
India

~ SERVICES AND INDUSTRY ~~

Delicensing is complete except in atomic energy
and defence. However, SSI de-reservation yet to
be completed. No progress in disinvestment except
sale of Balco and Modern Foods. Bankruptcy laws
not yet in place. Lenders use SICA provisions to
stave off creditors. Labour laws yet to be changed.
Government permission needed to lay off workers
or close factories employing more than 50 people.
Restrictions on employing contract labour.

decanalised. :
o Disinvestment target Rs 3,500 crore; achievement zero.

1994-95
e Almost all bulk drugs delicensed.
e Automatic 51 per cent foreign equity allowed in bulk
drug making.
e Disinvestment target Rs 4,000 crore, achievement Rs
4,843 erore.

O\ (}/‘/\0

owser reforms remain a disaster area. All SEBs are

bankrupt; private sector projects are not coming
up since SEBs can't pay. Lack of political consensus
on hiking power tariffs for the agricultural sector has
been holding up reforms. In the petroleum sector,
APM dismantling is on schedule, however subsidies
on kerosene and LPG remain substantial. The next
big deadline is April 1, '02, when the APM regime will
cease to exist.

1995-96
o The Telecom Regulatory Authority of India (TRAID), is set
up.
« The R-Group on reforming the petroleum sector, headed
by oil secretary Vijay Kelkar, advises government to dis-
mantle administered pricing and open up the sector to pri-

“vate investors by April 1, ‘02

. First set of cellular licenses issued in the telecom circles
vascovered oilfields such as Panna—Mukta

ing made mandatory for the
government.
e About 350 companies regis—

~ INFRASTRUCTURE ~~

ivil aviation policy still prohibits investment by
foreign airlines in domestic carriers. The next big
test for the government is making sure the
privatisation of Indian Airlines and Air-india actually
happens. Reforms are not even on the horizon for
Railways. In the last two budgets reforms have
been in reverse gear. Telecoms have made
progress; but constant policy change remains a
problem area.

service licenses: More than 100
applications for operating basic services come in, as opera-
tors try to get of frequency spectrum
» Telecom companies begin building broadband backbones
all over the country. Reliance Infocom plans backbone con-.
nectinig 115 cities' in India.

« Orissa power distribution privatised, government sheds
49 per cent stake in power generation. '
. Thlrteen states set up or notify SERCs. Andhra Prad

g in domesti

o Rail minister Mamata Banerjee says that the raxlways wdl
carry fibre optic networks along their routes. ;




~ EXTERNAL SECTOR ~-

Il QRs to be scrapped on April 1,01, except on

defence-related and other sensitive items.
Government under pressure to retain QRs on textile
items. Exports as a percentage of GDP has
increased in the decade after liberalisation.
However, exports continue to be hampered by small
scale reservation and high import duties.
Government has to encourage exports through
sops. Move towards capital convertability on hold.

s

~ BANKING & FINANCE ~

anking Natir.nalisation Act yet to be repealed.
The Bill has been introduced in Parliament, but
not passed. Unless this is done, government cannot
reduce its stake below 51 per cent.
The SBI Act, under which RBI’s stake cannot
go below 55, also to he amended.
The IDBJ Act, under which the government’s
stake in 1DBI cannot go below 51 per cent, yet to be
repealed.

~ GAPITAL MARKET ~

he primary market continues to be dead with
retail investors staying away.

However, there has been immense pragress
with the emergence of the NSE and with institution-
al reforms like dematerialisation of shares.
Transparency and information flow has increased.
This can be attributed to a very large extent to the
emergence and growth of foreign institutional
investors.

~ TAXATION ~

T-ax revenue as a percentage of GDP has slipped
since the inception of reforms; from over 16 per
cent to around 14 per cent. However, direct tax rev-
enues have gone up — one of the aims of the
reform process. The decline has been caused by a
fall in excise duties. Government wants excise duty
to be consolidated at 16 per cent. Customs duties
continue to remain high — compared to other Asian
countries — at a peak level of 35 per cent.



Balco sold for
Rs551cr ¥

Sterlite Industries is to bu tle/
Government’s 51 per cent s{ake
in Bharat Aluminium Company
Ltd (Balco) for Rs 551.5 crore.
After a meeting of the Cabinet
Committee on Disinvestment
today, Union Disinvestment Min-
ister Arun Shourie said Sterlite’s
was the highest bid and it was
above the Government’s mini-
mum reserve price. Balco’s eval-
uation was done through four
methods, including its discount-
ed cash flow, balance sheet and
assets. Balco’s employees union
had been assured that there
would be no retrenchment for the
next one year. HTC, Mumbai
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\
7~V ,\V STATEMENT OF INTENT

GOING BY THE address to Parliament by the
President, Mr. K. R. Narayanan, to mark the
beginning of the Budget session, the Central
Governmeni has major plans for the economy.
But given the Government’s record of moving
in fits and starts 1t is one thing to list new pol-
icies and programmes and another to follow
them through with concrete action. Besides,
even as the economy has distinetly slowed
down in the post year and at least two major
sectors ~— agriculture and small-scale industry
— have gone through a turbulent phase and
remain distinctly worried about a possible dete-
rioration in their fortunes in the near future the
note of self-congratulation in the address is
misplaced.

The centre-piece of the treatment of eco-
nomic issues is the focus on a growth target of 9
per cent a vear over the next decade. [n this
respect, the achievements of the past three
years where growth has averaged between 6
and 7 per cent a year come in for praise. Yet, the
fact is that this growth has been driven largely
by the service secior where the only noteworthy
success has been in information technology
(which in spite of its rapid growth in recent
years continues (o contribute no more than a
couple of percentage points to total GDP). If the
economy is to get anywhere near the target of a
9 per cent growth rate, total investment in agri-
culture and industry has to make a quantum
leap from the present levels. This has to come
largely from domestic resources in both the
public and the private sectors. Yet, other than a
passing reference to the need to raise invest-
ment in agriculture, this was an issue that obvi-
ously ecscaped the Government's attention
when it prepared its statement of intentions for
Parliament. When it comes to the specifics, the
Centre appears to be confident that it will be
able to go ahead with its plans for disinvest-
ment in @ number of public sector enterprises
(though the target set last year for 2000-01 is far

?;’;‘iE. ' '41&

from being met), give a further fillip to the IT
sector, especially by increasing the number of
graduate engineers, and aim for an extremely
ambitious target of adding 100,000 megawatts
of power generating capacity over the next dec-
ade. The Railways is another sector where the
Centre feels it can halt the deterioration of re-
cent years, though how many new answers to
old questions can be provided by a succession
of committees and high-profile advisers is a
moot question. In each of these areas there are
attitudinal and legislative hurdles to be over-
come which cannot be ignored by making ref-
erence, as the President’s address does, to the
practice of a common approach to economic
policies by the Central and State Governments.
The first indication of how far the Government
wilt be able to progress in all the challenges that
it has listed here will be known when the Union
Finance Minister, Mr. Yashwant Sinha, presents
the Budget for 2001-02.

The economic issue that has received the
most attention in the President’s address is la-
bour legislation. While the issue of amending
the existing labour legislation has been talked
about for some years now, this is perhaps the
first time that it has figured prominently in the
President’s address to Parliament. This may
well be an indication that the Government
plans to shortly introduce legislative Bills to this
effect. The aim is essentially to end the security
of employment that is now available for labour
in organised industry, on the ground that the
existing level of protection militates against
new investment in labour-intensive industries
where India has an advantage. Much as there
are reasons to question the present labour laws,
this is something which the Government will
find it extremely difficult to bring about hang%
es in, even as it continues to argue/that thée
planned reform will favour labour B facilitat-
ing an increase in employment.




RBI cu

s bank

rate, CRR by
0.5 per cent -

HT Correspondent \(({
Mumbai, February 16

rates and arrest the slowdown

in the economy, the Reserve
Bank of India (RBI) on Friday
slashed the bank rate and cash
reserve ratio (CRR) by half a per-
centage point.

The bank rate has been reduced
from 8 per cent to 7.5 per cent
effective from Friday, while CRR
has been brought down from 8.5
per cent to 8 per cent in two stages
of 25 basis points each with effect
from February 24 and March 10,
2001, respectively.

The move undertaken by the
RBI, ahead of Finance Minster
Yashwant Sinha's budget, has been
directed to stimulate the country's
economic growth.

According to the Reserve Bank,
these measures. are expected to
release resources of the scheduled
commercial banks to the extent of
Rs 2,050 crore at each stage.

The bankers, however, are not
amused as they were anyway
expecting a CRR cut of half to 1
per cent points following cuts in
the interest rates by the US
Federal Reserve.

The Industrial Development
Bank of India (IDBI), ICICI and
other top scheduled commercial
banks are currently studying the
impact of rate cuts before taking a
final decision on reducing their
short as well as long term lending
rates. ‘

Mr S K Chakrabarti, chairman of
the IDBI, said, "The cut has been
on expected lines. We are keeping
a close watch on the repo (re-pur-
chases) and reverse repo rates.”

Kalpana Morparia, General
Manager of ICICI Ltd, said, "It's a
step towards the softening of inter-
est rate which we have been advo-
cating for long. We will study the
impact of the rate cut on our over-
all borrowing costs."

Top rated companies are going
tq be the major beneficiaries of the
RBI's measures. They can now
look forward to cheaper lending

IN A bid to ease the interest

rates, both short tggm and long
term, from banks and financial
institutions.

Mr A F Batliwala, a consultant
with the Securities Trading
Corporation of India (STCI),
said, "There is already enough lig-
uidity in the market. The market
has already discounted the rate
cut."

According to observers, the lead-
ing state-owned bank, the State
Bank of India (SBI), has been
undertaking transactions worth Rs
1,000 crore every day. "There is
enough liquidity,” they said.

Mr Francis J D'Costa, Senior
Vice president (Credit) with
Centurion Bank Ltd, said, "There
is no dearth of funds in the mar-
ket. The present cut in the CRR
will only improve further liquidity
in the market."

At a time when industry is fight-
ing hard with low cost producing
nations, the RBI's move to bring
down the interest rate is a step in
the direction of moving closer to
international standards.

In New Delhi, the FICCI wel-
comed the Reserve Bank’'s move.
"As the budget is round the cor-
ner, this measure will boost the
industry confidence and the feel
good factor," FICCI said in a
statement.

It said “this timely measure will
help-contain the industrial slow-
down to some extent as it will help
corporates to have an easier access
to capital at a cheaper cost".

Confederation  of  Indian
Industries ‘(CII) president Arun
Bharat Ram said his organisation
had suggested a half per cent cut
in the interest rates during its
meeting with Prime Minister Atal
Bihari Vajpayee in December.

Bharat Igam said the move will
also help maintain the differential
in interest rates between India and
the US which had widened when
the US federal reserve reduced
interest rates last month.

FICCI, however, said that the

- cost of capital in' India was still
higher than that prevailing in most
of the competing economies,
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‘ STAT%SMAN NEWS SERVICE

- NEW DELHI, Feb. 13. — The
i Centre has decided to go in for
' rights issue in Maruti Udyog
Ltd, allowing Indian financial
institutions to buy its shares.
| “The government is re-
| nouncing its shares” and this
i will be the first step towards
itg “final disinvestment”, said
" the minjster of sate for
| disinvestment Mr Arun
" Shourie
' The decision was taken by
- the Cabinet Cgommittee on
| Disinvestment (CCD). After a
 meeting of the CCD Mr
Shourie said thg government
\ has finally opteg for a two-
{ pronged phase gl
' By deciding"§"
rights issue, 1§
said, the govermiment hoped
. to increase the value of Maru-
ti shares and thereby pump
more money into the PSU.

- That will stlﬁthen its role
| of a market lead#y”.

In the sec@f¥” phase, Mr
Shourie said, three global
bankers — one each represent-
ing the government, the Su-
- zuki and a mutual represen-
| tative — will be invited to do
the quantum of valuation:

On whether the Centre,
! which has 50-50 equity with
| Suzuki, has taken its Japa-
' nese partner into_confidence
| about the proposed offloading
| of its stake, Mr Shourie,
‘ though unwilling to disclose
' the exact nature of the
| agreement at this juncture,
indicated that the only condi-
tion that Suzuki has is that
! the government stakes will
not be allowed to be pur-
chased by any market rival of
' the Japanese firm.

“As you know, Suzuki is a
market leadér in the area of

Seng.

Govt takes

step

 to divest
@Murull

manufacturmg\ sffall cars.
It's a competitive area with
many other players trying to
enter the market. Therefore,
Suzuki, naturally, does not
want any of its rivals buying
the government stake and
having a say in the company,”
Mr Shourie said.

On how long he thought it
will take to complete the
whole process, Mr Shourie
said: “Well, we think, by Sep-
tember the entire process will
be over.”

The minister said the secreta-
ry in the ministry of heavy in-
dustries and secretary, disin-
vestment department will soon
start negotiations with the lo- |
cal representatives of Suzuki. |

Mr Jagdish Khattar, the |
managing director of Maruti |
who represents the Japanese
firm in the board of directors,
refused to comment on the !
government decision. When
contacted by The Statesman
for his initial reaction on the
decision, Mr Khattar said:
“Frankly, I have no comments |
to make. It all depends on ‘
what the share-holders de- |
cide. After all my _]Ob is just to \
run the company.” !

The decision followed yester- |
day’s meeting the govern-
ment representatives had
with the financial institu-
tions. According to the 1994 |
agreement, neither the gov-
ernment nor the Suzuki can |
sell its shares without the |
other’s consent. \'

The disinvestment of MUL |
has been long on the agenda, |
but has been caught in the po- ’
litical tug-of-war, mainly due ‘
to the opposition of the heavy
industry minister, Mr Mano-
har Joshi, re dly at the |
behest of Afis party, Shiv ]
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NEW DELHI, FEB. 13. The Cabinet
Committee on Disinvestment to-
day formally decided to dilute the
Government’s equity holding in
the Maruti Udyog Limited (MUL),
where it is a 50 per cent share-
holder with Japan’s Suzuki Motor
Corporation. While the quantum
of dilution would be decided in
consultation with Suzuki, an out-
right sale of government equity
would be decided possibly by
September.

Special Correspondent

Briefing reporters, the Disin-
vestment Minister, Mr. Arun
Shourie, said the decision was
taken in the backdrop of the 1992
agreement with Suzuki that nei-
ther partner could sell shares
without the other’s consent. Con-
sequently, discussions with Suzu-

- ki resulted in five options and the

Cabinet today opted for one of
them. Mr. Shourie declined to
spell out the others.

The option chosen involves a
two-stage process. First, the MUL
will announce a rights issues of
shares to expand its equity and
generate additional funds, but the
Government will renounce its
rights in favour of Indian financial
institutions and banks. The finan-
cial institutions and banks would
then decide what to do with the
rights holdings — float some with
the public or sell them in bulk,
etc. Once the rights issue reaches
the market, the Government will
decide what to do with its equity
holding. This is expected to hap-

vi, to dilute
ake in Maruti

pen around September. The
quantum of the rights issue would
be discussed with Suzuki and that
would determine the level of dilu-
tion of the government stake.

Also to be decided is whether
the condition that restricts the
Government from selling. its
shares without consultations
would apply to the financial in-
stitutions which subscribe to the
rights issue. Here, Mr. Shourie
said, the SMC's main concern was
that shares of Maruti should not
be sold to any of its rivals and
hence this aspect would be dis-
cussed with the joint venture
partner.

In the process of deciding the
pricing of the rights issue, that is,

valuation of the shares, three

banks of international repute
would be appointed advisers.

While the Government and the
SMC will nominate one bank
each, the third would be appoint-
ed by mutual consent. “The idea
is 10 have complete transparency
in the process and to get the best
value for the Government’s equity
stake. Also, we want to strengthen
Maruti because it is a market
leader and is in a position to re-
main so in the future. Hence, the
entire process has to be well
thought-out,” Mr. Shourie said.
The floating of the rights issue
would also help the Government
test the market for a possible val-
ue of the Maruti scrips before
ciding to offload its stake.

THE HINDU



STATESMAN NEWS SERVICE

NEW DELHI, Feb. 14. — In an effort
to bring cheer to the tax-paying sal-
aried classes, Mr Yashwant Sinha
today indicated that there’s ‘some-
thing’ in the coming budget that
would make them happy.

The finance minister said he is try-
ing his best to ensure transparency
in the budget-making exercise. He
suggested that there is still time for
the industry offer suggestions, like
fewer Cenvat slabs, which could act
as a spur to raise GDP growth rates
to the desired nine per cent.

He was speaking at the inaugura-
i annual gen-

1n India are among
e world, but tax com-

ashwant hints at tax sop; A

pliance is not, Mr Sinha said. He
urged the industry not to seek ex-
emptions and tax holidays and to
reach a consensus so that it becomes
easier to rationalise the tax struc-
ture. = .

Mr Sinha expressed concerned at
divergent industry wish lists for the
2001-02 budgetary proposals and
said there is still time for the various
chambers of trade and industry to
“synthesise” the issues.

The government is considering a
package on the structure of direct
taxes and “I hope you will not be
disappointed”, he said.

Mr Sinha also sought greater con-
sensus among political parties to get
the reforms package off the ground
and hasten its implementation.

Urging domestic indust‘ry to ge

~

up for competition once all quantifa-
tive restrictions (QRs) are removed
this April, Mr Sinha said removihg
most QRs had not resulted in a flopd
of imports. On the contrary, non-#il
and non-gold imports had actually
shown a decline.

“There is nothing to suggest that
India has been inundated by im-
ports. Somehow an impression has
been created as if it is opening up of
the import regime that has been re-
sponsible for all the problems,” Mr
Sinha said.

Indian industry “cannot afford to
hide behin 1 »




“‘Read my lips:

No corporate, -

e

) §e
Income tax cuts

HT Correspondent
New Deihi, February 14

Wi

~INANCE MINISTER
Yashwant  Sinha today
strongly indicated  that

income tax and corporate tax lev-
els would not be lowered. He also
indicated that central value added
tax (Centvat) would not be
reduced below its current 16 per
cent when he presents his budget
in a fortnight from now.

Mr Sinha stated that personal

sion as there is no such thing as an
8 per cent Centvat this rate has
already been fixed at 16 per cent,
he said.

As far as import duties are con-
cerned, the minister said industry
could not hide behind a high tariff
wall.

" "We already have a peak cus-
toms duty rate of 35 per cent
added to which is a surcharge of 10
per cent and special additional
duty (SAD) of 4 per cent besides
there is a countervailing duty to

income-tax  and counter the
corporate tax rates domestic  excise
in the country wae s T R Aw l N component”, he
very  reasonable said.
and therefore THE WIND Mr Sinha said
there was no rea- ‘ industry should be
son to expect them prepared to face
to be lowered. fair competition.
He pointed out However, in case
that the maximum there was unfair
rate of 30 per cent competition, the

for income tax and
35 per cent for cor-
porate tax were
amongst the lowest
in the world. There
are only two or
three countries
with direct tax
rates lower than
this, he added.

Addressing the
80th annual meet-
ing of the

Associated . - Chambers of
Commerce and Industry's here
today. the minister said he had
made it quite clear in his last budg-
ct that the country has to move to
a Centvat rate of 16 per cent for all
goods.

An 8 per cent Centvat had been
allowed for certain commodities as
these industries were facing prob-
lems.

However, ultimately the country
has to move to a uniform Centvat
rate of 16 per cent for all goods. In
the last budget- around 400 items
had been left on the exemption
list, he added.

The Finance Minister lamented
that he had received far too many
representations for a reduction in
Centvat to 8 per cent. Industry
should not expect such a conces-

government would
not let domestic
industry suffer and
safeguards such as
anti-dumping
measures would be
put in place.

The minister said
he was in favor of
making the budget
process more
transparent so that
there could a
greater consensus. Similarly indus-
try leaders must also have a
greater consensus amongst them-
selves so that the required correc-
tive steps can be taken to improve
the system.

The minister lamented that
industrialists were raising conflict-
ing demands and each wanted lib-
eralisation only outside his sector.

Responding to the concerns
expressed by Assocham president
Shekhar Bajaj, the Finance
Minister admitted there had been
little headway in bringing about
labour market reforms.

Mr Sinha attributed this to the
inability of industry and govern-
ment to convince trade unions and
workers that a flexible lab
ket would mean mor
fewer, jobs.

T Ty



BIP, Cong caught

on the wron
over Enro

Girish Kuber [‘ %
MUMBAI 11 FEBRUARY W}T v

FOR THE BJP and Congress, it's a
perfect Catch-22 situation. The
Enron controversy has forced the
“two warring political factions to
bury the hatchet and resolve the
issue, without hurting each other.

As the Enron review commit-
tee gets down to work, the onus of
resolving the imbroglio, without
criticising the Maharashtra gov-
ernment’s deliberate default, has
shifted to Delhi.

“It’s really a peculiar position.
After our decision to default, the
Vajpayee-led
BJP's NDA gov-
ernment at the
Centre can do
anything, except
refuse to pay,
since they know
that the refusal
to share the
financial burden
will be a major
political issue,”
said one of the
constituents of
the ruling dis-
pensation in the
state, while
explaining the
Dabhol dynam-
ics.

According to sources in the
Congress, the BJP-led central gov-
ernment cannot afford to censure
the state government. “It will open
a Pandora’s box. They are respon-
sible for the Enron mess. The
speed Vajpayee’s 13-day govern-
ment showed in clearing the pro-
ject, is self explanatory,” said one
of the ministers.

On the other hand, the
Congress, too, has been forced to
keep mum. It was the Sharad
Pawar-led Congress government
in Maharashtra that had signed
the first agreement with Enron.
Though he may have deserted the
Congress after that, his Nationalist
Congress Party (NCP) shares the
power with Congress, in the state.

Though the Congress seems
eager to “expose” the BJP’s role in
Enron, the political situation pre-
vents them from doing so. “In
Delhi, it is the Sena-BJP’s govern-
ment. Both financially and politi-
cally, the Congress can’t afford to
antagonise it,” a BJP leader said.

PAWAR: IN A TANGLE

oot
issue

Against this backdrop, the
NDA government has no option
but to resolve the crisis. “We can
afford to default. But they can’t,”
said an NCP leader.

Meanwhile, the smaller part-
ners of the ruling Democratic
Front government have “threat-
ened” chief minister Vilasrao
Deshmukh with serious conse-
quences, over a couple of mem-
bers of the review committee.

Janata Dal leader Mrinal Gore
said they were unhappy with the
inclusion of economist Kirit
Parikh and Tam Energy Research
Institute director
R. Pachauri.

“Parikh was
§ 2 member of the

committee set up
by the Shiv
Sena-BJP  gov-
ernment that
revived the pro-
ject.  Pachouri
was the advisor
to the Central
government at
that time, which
allowed the
agreement,” the
leader said.
Members of
the Janata Dal,
Peasants and
Workers Party (PWP) and the
Communist Party of India
(Marxist) have convened a meet-
ing to chalk out their next course
of action.

The Enron Virodhi Andolan,
t00, has decided to intensify its agi-
tation against the power project.
The Andolan will observe March
1 as “Anti-Enron Day” throughout
the state, and will stage a demon-
stration outside the plant at
Dabhol.

Former Union home secretary
Madhav Godbole, who is heading
the Enron review committee, has
declared that he would try to com-
plete his assignment within the
deadline.

According to a notification
issued by the state government,
the Godbole committee has been
given a month’s time to determine
the fate of Enron, and three
months to formulate guidelines for
permitting indepgndent power
projects (IPPs),ﬁ future, in
Msharashtra. |
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.5 PRIVATISING WITH A VISION 4oV ”

'HE DECISION OF the Cabinet Committee on
Disinvestment (CCD) to sell 25 per cent of
VSNI '~ stake to a strategic partner within a
timeframe is noteworthy for at least two rea-
sons. The announcement should end the spec-
ulation over VSNL’s future. Earlier reports had
hinted at a piece-meal approach involving a
small selloff of Government stake in the first
instance. Such tentativeness would have done
no good to VSNL's eventual privatisation. Nor
contributed anything in the short-term. The
company would neither have been subjected to
Parliamentary control nor answerable to any
category of enlightened shareholders. For a
company which bas had more than its share of
problems associated with capricious Govern-
_’Enent control, the consequences would have
“been disastrous. In 1994, the company's over-
iseas share sale programme was stopped in its
_ kracks by an opaque Government order. Mr.
Sukh Ram’s inexplicable decision prevented the
company from realising an attractive price.
Since then there has been a drop in its share
value, partly because of the technological
changes and partly because of uncertainty over
the company’s future.

A company such as VSNL which operates
in a highly technology intensive and fast chang-
ing environment now needs a visionary man-
agement and direction to move forward. Any
half-way measure as to its ownership would
have created uncertainty and seriously dented
hoth the morale of its workforce and its market
capitalisation now in the region of $2 billion.
With its monopoly over international voice tele-
phony due to end next year and with private
{SPs already providing gateways for internet
services the company has quite a few challeng-
s in its core areas. But a move away from Gov-
crnment ownership also means that VSNL will
be free to compete in basic and mobile services
and leverage its strengths in long-distance ser-
vices.

The latest Government decision has actual-
ly more to do with the process of disinvestment
than with any one company. Since its start in
1992 it has had a tortuous passage. With the
sole exception of the relatively inconsequential
Modern Bakeries which was sold off last vear,
the Government has had no other success in
divesting its stake and control in any Central
public sector undertaking. Interestingly, for the
first time it has now become fashionable to use
the term privatisation instead. That seems to
suggest a greater sense of purpose in moving
ahead. But the most preferred route to achieve
that — a strategic sale method — requires a
greater degree of political will — among other
attributes — to succeed. Besides, in the interest
of transparency there can be no short-circuiting
of procedures. The sale of Air India and Indian
Airlines, the Government has said, will pass
through ten different stages before culmina-
tion. Some of these are purely procedural, ot
ers involve decision making but all of them will
surely lengthen the.process.

Moreover, there cannot be a priva\isation
policy that is at variance with the official\policy
for that sector. This can work against the in-
terests of the privatisation programme. Both
the national air carriers’ potential value has
been affected by the convoluted civil aviation
policy. The petrochemical major IPCL is still in
Government hands even though procedurally
its strategic sale is at the finishing stage. This is
because post-divestment the Government does
not want a new monopoly created in the private
sector. No one should expect a shotgun sale of a
PSU whether through a strategic sale method or
any other. However, as the stock markets have
shown, the very prospect of a privatised tele-
com major excites investors. For VSNL and
companies of its ilk the secret is to unlock their
formidable hidden strengths. For all its delays
disinvestment can still earn a good name if
those minimum goals are attained.
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ﬁron panel to review P

By Our Special Correspondent \’\ \UOH which Em\o

MUMBAI, FEB. 9. Weeks after an-
nouncing its intent, the Maha-
rashtra Government today set up
a six-member committee, headed
by Mr. Madhav Godbole, former
Union Home Secretary, to ‘“re-
view and reconsider” the power
purchase agreement between the
Maharashtra State  Electricity
Board and the Enron-sponsored
Dabhol Power Company and
‘‘suggest appropriate measures to
facilitate” purchases from it by
other agencies including the
Union Government or their agen-
cies.

The other members of this pan-
el are: Mr. Deepak Parikh, Chair-
man of the Housing Development
Finance Corporation; Dr. Rajen-
dra Pachauri, Director of the Tata
Energy Research Institute, Mr.
E.A.S. Sarma, former Energy and
Finance Secretary, Government
of India; Dr. Kirit Parikh, Emeritus
Professor, Indira Gandhi Institute
of Development Research. Mr. Vi-

. nay Mohan Lal, Principal Secre-
- tary, Maharashtra Government, is
i a member- secretary.

The focus of this panel’s terms
of reference is to find ways to

¢ make sure that the power sold at

very high rates to the MSEB at
present is picked up by others, a

ow will-
ing to consider and a c§ncept that
the Chief Minister, M}. Vilasrao
Deshmukh, has pushed hard with
the Centre in his letter to the
Prime Minister, Mr. A.B. Vaj-
payee. The Chief Minister sees
termination of and “even uncer-
tainties” over the project as dan-
gerous to  direct  foreign
investment in the country.

It specifically asks the panel to
look at the cash- strapped, politi-
cally-interfered Maharashtra

power board, and suggest its “fu- |

ture course of action for reforms
in the energy sector.” The terms
of reference announced today re-
quires a review of the "‘overall de-
mand and supply of electricity
with special reference to supply of
power by independent power
projects” and has brought under
its ambit any other “proposed
agreements’’ with other inde-
pendent power producers. This
perhaps includes Reliance and Is-

pat-sponsored projects now on

hold.

The preamble of the order is-
sued today says how under the
“present policy of the Govern-
ment of India, export of pbwer
outside the State or sal power
by Independent Powgef Projects to
parties other thg®f MSEB is not
permitted.”
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Enron willing to amend
Power Purchase Agreement

Change of buyer 1s possible, says official

Sujata Anandan
Mumbai, February 8

sider what was so long con-
sidered the impossible: an amend-
ment to its Power Purchase
Agreement. Enron is faced with
the  intransigence of  the
Maharashtra government over the
payments of  bills. The
Maharashtra State Electricity
Board also does not have the
money to pay up.

The terms of the PPA are classi-
fied and only a few have a clue as
to how Enron is actually billing the
MSEB. The rates fluctuate ‘over
the months.

Realizing that the Maharashtra
government is stubborn about a re-

look at the entire agreement,’

Enron too seems to have had sec-
ond thoughts.

Accordingly, Enron India’s man-
aging director Kay Wade Cline
today said that the company was
willing to amend the terms of its
PPA with MSEB so that a change
of buyer was possible. At face
value, this looks as though Enron

A\
PV oy

A
A HE US ENERGY major
I Enron seems willing to con-

is JOoking out for its own skin while
eeming to bail out the MSEB and
the Maharashtra government.

While the state has refused to
pick up the tab for the MSEB time
and again, the Centre, too, has
indicated that it will pay the Enron
bill once and not any further.

Enron on Monday had evoked
the counter guarantee given by the
Centre against the default of pay-
ments by the MSEB and the state
government.

But no one can be certain how
long things can continue in this
manner, given Maharashtra's clear
refusal to play along. :

Although, partners in the
Congress-led Democratic Front
alliance differ over the nitty-gritty
of the Enron deal, they are all
agreed on one basic fact: that the
project is a liability for the people
of Maharashtra and that Enron
needs to be either dumped or
renegotiated.

Enron's offer now has a quid pro
quo: in return for sharing Phase II
of its project. with the National
Thermal Power Corporation, it
wishes for a waiver of the penalty
clauses in the contract in the event

ME HINDUST

of the non-functioning of its units
for whatever reason. Enron's new
electricity-buyers could be the
NTPC or even the Karnataka State
Electricity Board that has long
evinced an interest.

Essentially, though, Enron is
looking towards the central gov-
ernment to take over the project
through the NTPC and the Power
Trading Corporation.

Meanwhile, within the state gov-
ernment, the tail appears to be
wagging the dog, with the 5-mem-
ber Peasant's and Worker's Party
(PWP) putting its foot down over
the composition of the review com-
mittee that will look into the sec-
ond phase of the project. The gov-
ernment has finalized the name of
former finance secretary Madhav
Godbole to head the committee
which. will also comprise energy
experts N N Lele and R M.
Pachouri, long associated with Tats:
Electricity.

The glitch in the finalisation of
the review committee seems to be
the appointment of another

Expert, Kirit Parikh, who earlier
had given the go-ahead to Enron
during the Sena-BJP governmgnt:

AN TIMES
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AM asks PM to
tackle Enron'i

The Times of India News Service
MUMBAL:  Chief minister
Vilasrao Deshmukh has urged
Prime Minister Atal Behari
Vajpayee to pull it out of the
Enron imbroglio. “I have request-
ed Prime Minister Atal Behari
Vajpayee to intervene as
all;arashtra is in no position to
withstandanyaddltlonalﬁnandnl
burden,” Mr §
Deshmukh stated at
a press comference
here on Wednesday.
The Maharashtra
%bmet m«;: :
edn:
the amhent of
former Union home secretary
Madhav Godbole to head an
expert committee to review the
Dabhol project and the state’s
power situation. The other mem-
bers of the committee will be
named on Thursday.
A day after Enron invoked the
central govemnwnt’s counter-

guarantee to daimpa ent for
ntsuudhg

Vaj : 1\ s y
despatched a team led by
secretary V. Ranganathan to

|
Mbroglid

Delhi to explain the state’s posi-
tion to the Centre.
Asserting that various possibili-
ties Cl& Enron were still
open, the said the state did
not want to abdicate its responsi- ;
bility in any manner. Writing to '
the Prime Minister was one way |
of indicating that the state was,
ready to discuss the issue.
Power mmister
il Suresh Prabhu on:

may not default on:
its counter-guaran-
‘l tee to the Enron-
' promoted Dahbol:
Power Company (DCP) and was:
likely to pay the outstanding bill |
of Rs 79 crore for November
2000.

Indicating the Centre’s intent,
Mr Prabhu said, “We will look
at the proposal... but this cannot
%"I)n on for month after month.”

e power minister alse hinted
at working out a new arrange-
ment with Enron to settle the

dssme, 7 :

" “YWe are looking at option

M7
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Enron acts tough

as row over

“n

payment | in

ower
ensifies

Firm draws Central government into
picture by invoking counter-guarantee

The Times of India News Service

MUMBAI: With the Maharashtra govern-
ment in no mood to pay for the electricity it
has purchased from the Dabhol Power
Company (DPC), the
Enron subsdiary on
Tuesday went on the
offensive and invoked the
counter-guarantee provid-
ed by the central govern-
ment. The counter-guaran-
tee had been provided by
the Vajpayee government
on the last day of its earli-
er 13-day tenure.

The American firm had earher mvoEea .

the guarantee provided by the state govern-
ment. However, since it did not prod the
coalition government in the state, led by
Congressman Vilasrao Deshmukh, into
action, DPC has decided to bring the
Vajpayee ministry into the picture.

The Maharashtra State Electricity Board
(MSEB) owes DPC Rs 79 crore as on
November 2000. “In addition, an amount of
Rs 152 crore under the December 2000 biil
is also overdue,” DPC said in a press
release.

Said Neil McGregor, president, DPC,
“We are disappointed that this decision had
to be taken. Given our understanding of
MSEB?’s financial challenges, DPC and its
partners have consistently exercised
restraint, despite repeated delays in pay-
ment from MSEB in the past several
months. Since the outstanding Rs 79 crore
for the November bill is now overdue by 42
days, as well as the Deember bill by 12 days,
we have little choice but to invoke the gov-
ernment of India guarantee to cover the
November bill and the government of
Maharashtra guarantee to cover .the
December bill.”

On January 25,2001, DPC took measures
to enforce its security rights under the con-
tract documents for recovery of Rs 89 crore
outstanding from MSEB towards the

w November 2000 bill. Apart
from a payment of Rs 10
crore by MSEB, the out-
standing amount was not
paid.

“Due to repeated delays
in payment by MSEB
since early 2000, DPC
could have invoked the
government guarantees in
several instances earlier.
However, the company
had exercised restraint and chose not to
invoke the security mechanisms. In fact,
given the MSEB’s financial predicament,
DPC had initiated discussions with the state
government in September 2000 to find a
lasting and equitable solution to the finan-
cial difficulties experienced by MSEB. The
company has welcomed the decision by the
government of Maharashtra to form a
review committee and has expressed its
willingness to discuss any issues raised by
the committee, MSEB or the Maharashtra
government,” Mr McGregor said.

He added, “DPC isn’t just about power
and gas processing at a remote location in
Mabharashtra. It’s a global alliance of over 40
organisations from across the world work-
ing together to give India the world’s largest
gas-fired power plant and the country’s first
LNG terminal. It’s more than Rs 10,000
crore (approximately U.S. $2.2 billion) in
foreign direct investment, that has already
contributed more than Rs 1,600 crore to the
state and central exchequers.”

He warned that the government “must
recognise the serious domestic and interna- |
tional implications of contractual agree-

ments not being honoured”. /
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/FAd Sinh

/oo Advantage Sinha A/
The prime minister’s wise men have spoken, and it’s not their fauly if
their words of wisdom on the economy have a tired ring about the
Economists, analysts and columnists have all been saying for a long ti
what the Economic Advisory Council has now recommended. Look a
the wishlist: cut in the small savings interest rate, downsizing of th
government, reduction in food and fertiliser subsidies, increase in
second-class train fares and corresponding cut in freight rates, hike in
kerosene prices and user charges for water and power, increase in fees
charged by educational institutions, lowering of the average import tariff
from the present 34 per cent to 12 per cent by 2005, no prior clearance to
shut down industrial units... All these proposals make eminently sound
economic sense. Nobody disputes the need for them, but no government
has yet managed to summon up the political courage to implement
them. Fears are already being expressed that the Council’s report will
Z:)on be forgotten and gather dust somewhere. Actually, the real danger

s that the government might just decide to implement it selectively.
Remember how the Pay Commission’s recommendations were
/implemented, but the caveat that they should be accompanied by
| greater productivity was conveniently ignored? Mr Yashwant Sinha too
‘will face immense temptation to accept politically correct proposals
ilike increasing customs duty on agricultural products and providing

_meals at primary schools, while ducking heavy-duty steps that would
have interest groups screaming blue murder.

If that were to happen, it would be a real tragedy. Because the timing
has never been more opportune to ram through the painful remedies
that the economy desperately needs. The latest estimates of the Central
Statistical Organisation confirm that India’s gross domestic product
prowth will slow to 6 per cent in this financial year from 6.4 per cent last
vear. That’s a far cry from the brave talk of nine per cent growth. Agri-
cultural growth is expected to rise marginally, but both the manufactur-
ing and services sectors are likely to take a hit. Not surprisingly, business
confidence has dipped. Meanwhile, the Prime Minister has issued so
many warnings about a tough Budget to help rebuild Gujarat that every-
one 1s bracing for a beating. The finance minister could turn upon the
usual suspects — the rich and middle-class — and soak them some more.
Or he could display real vision and set out to overhaul the entire rickety
economic structure by implementing the Council’s proposals in toto. If
he feels he needs to do something further to kick-start growth, he could
extend tax sops, but only to catalyst sectors like construction. The danger
would be that Mr Sinha would unify every possible lobby against the
budget. The advantage would be that no one would be able to complain
about being unfairly singled out. Politicians frequently underestimate
the public’s willingness to accept harsh steps, provided they are seen as
wssential and the burden is perceived as being evenly shared by every-
one.The ball is firmly in Mr Sinha’s court. B¢ could take his eyes off, or
he could hit a winner. But he should beaf in mind that he may never
rgain be so advantageously placed.




Surcharge not enough,

fresh taxes likely: PM

The Times of India News Service

NEW DELHLI: Prime Minister Atal Behari Vajpayee
indicated on Friday that the two per cent surcharge
announced on Thursday would not be sufficient to
mop up the resources needed for reconstruction and
rehabilitation in quake-devastated Gujarat, and that
the budget would see some fresh taxes. However, he
emphasised that there would not be “heavy taxes”.

Speaking to journalists at his residence, he said,
“Everyone must be willing to share the burden. The
losses are so great that the two per cent surcharge will
not be enough. I am making an appeal that people
around the country should help with their tan, man,
4 dhan " Without spelling out the details, he said, “We

are working out the extent of the losses. After that, we

LIFE IN A SHAKY WORLD

will have to mobilise
resources.” Finance minis-
ter Yashwant Sinha, when
quizzed about the budget,
was non-committal.

The PM also complained
that he had become the vic-
tim of criticism in the press.
“When [ went to survey the
damage in Gujarat, the
press wrote that my trip
hampered relief actwvities.
That is not true. They also
wrote that VIPs should not

‘People should help with their tan, man, dhan’

second time since it was set up a few days ago, Union
minister Sushma Swaraj said on Friday that tempo-
rary shelters were the biggest need of the hour. Tents
and Gl sheets are being organised and the options on
other quickly-fabricated shelters are being examined.
The group has also directed that public sector under-
takings (PSUs) be asked to help provide shelters. An
estimated one lakh tents are needed. So are two lakh
sets of utensils.

The GoM is gxpected to look at immediate meas-
ures for Gujarat as well as at long-term natural disas-
ter mitigation and management. It has as its members
the ministers of railways, defence, agriculture, power,
communications, textiles, consumer affairs, urban
development, finance and health, as well as the
Planning Commission
deputy chairman. With the
power, telecommunica-
tions, road and rail trans-
port situations looking up,
Sushma Swaraj said broad-
gauge services should be
restored by Saturday.
About the complaints
regarding the lack of coor-
dination and direction in
relief work, Ms Swaraj said
every entry point would

visit disaster sites. But
when | went to Lucknow, 1
was told that I should be in
Gujarat.”

Five-day-old Sharifa Abdullah
looks out from an incubator at the
Israeli field hospital in Bhuj on
Friday. (Left) an octogenarian
wheo broke her leg returns home.

now have a helpline and
information booths to
direct relief workers.

In a somewhat belated

move, Gujarat has been

Meanwhile,  satisfied
with the restoration of “infrastructural normalcy” in
Gujarat within seven days, a group of mimsters
(GoM) headed by Union home minister LK. Advani
has asked industry representatives—CII, FICCI and

asked to prepare, as quick-
ly as possible, “a ready reckoner” providing informa-
tion on routes, officers and their telephone numbers.
Designated information officers in each taluka of the
state have been asked to hold daily briefings for the

ASSOCHAM—1o take charge of clusters of villages
idgAemporary shelter as well as permanent

on. There are, in

ing newspersons after the GoM met for the

all, 949 villages.
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media. Union health minister C. P
a member of the GoM, said
almost all villages and add

taken to avert epideml/m/ﬂle

akur, who is also
help Had reached
that steps ‘were being

%

|



5

Budget precursor: 2%

hike iIn mcome tax
Rs 1,300 cr thus generated to go for

A ; :
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HT Correspondent
New Delhi, February 1

resources for the relief and rehabgi-

tation of Gujarat earthquake vit-
tims,the Centre today announced an
additional levy of 2 per cent on all the
income tax assesses with an annual
income of more than Rs 60,000. The
same additional surcharge will also be
imposed on all the Companies.

The additional surcharge valid for
2001-2002 assessment year will be up and
above the existing levies. The fresh tax-
tariff is expected to generate an addition-
al revenue worth Rs 1300 crore.

The decision was taken here this
evening at a meeting of the Union
Cabinet chaired by the Prime Minister,

The Cabinet also took few other deci-
sions paving a way for total excise duty
exemption on the imports of all materials
meant for the relief and rehabilitation of
the quake victims. It also okayed 100 per
cent I-T exemption on donations to char-
itable institutions for relief and recon-
struction works in the affected areas.

Parliamentary Affairs Minister Pramod
Mahajan said an Ordinance will be
promulgated to give an instant effect to
the fresh levy. "This is an unprecedented
step given the unprecedented nature of
the quake calamity,” he asserted.

As regards total I-T exemption for

IN A bid to mop up additiofal

donations to charitable institutions
desirous of taking up rehabilitation work
in Gujarat, all such organisations regis-
tered under 80(g) of the IT Act will be
eligible for the concession. Presently

Day 7 sitrep

® Priyanka Thakar, 13, pulled out of
the rubble after six days in Bhuj.

@ Gastroenteritis in worst-hit areas.

® In Bhuj and Anjar, CM Keshubhai
Patel appeals to residents not to
stand in the way of operations to clear
the rubble. He says the death toll is
around 35,000.

® Disinfectants being sprayed over
debris and water chiorinated.

® Old Bhuj city and Anjar town cordoned

off by the Army for security reasons.

these institutions enjoy 50 per cent tax
exemption on donations received for
charitable work. ’

Mr Mahajan said the Cabinet had
approved few conditions for registered
charitable institutions to avail of the new
concessions. Included in these conditions
are provision for maintaining a separate
account of income and expenditure, all
donations to be received up to
September 30, 2001 and spent till March
31, 2002. The Minister explained that all

quake rolief

- fie hfp et

these institutions will have provide con-
solidated accounts to the Central Board
of Direct Taxes by June 31, 2002. He clar-
ified that the institutions could domate
unspent money to cither PM's Relief
fund to‘save any further IT~commitment
or pay taxes under the existing rules.

With hopes of finding any further sur-
vivors all but over, the task of retrieving
thousands of decomposing corpses from
the ruins of Gujarat's towns and villages
has become a major priority. :

In Ahmedabad, Pravin Lehri, principal
secretary to Chief Minister Keshubhai
Patel, said: "We are quite apprehensive
of epidemics because of the numbers of
dead bodies and other decaying material
lying under the debris. Freezing night-
time temperatures were another major
health hazard.

V. Ramalingam of the Indian Red Cross
said the risk of the spread of disease was
growing by the day. "The big threat we are
facing now is that of water-borne dis-
ecases,” Ramalingam told AFP, "There are
still a lot of unrecovered dead bodies and
animal carcasses and these will increas-
ingly contaminate the water-supply, cre-
ating a serious health risk," she said.

Although bulldozers have been
deployed in many ravaged towns, there
has been some strong local opposition to
their use as long as survivors continue to
be found. Those corpses which are recov-
ered are immediately cremated without

Man gunned
down in
Burrabazar

robbery bid

HT Correspondent
Kolkata, February 1

A MAN was shot dead before
hundreds of people at Burrabazar
this evening after he resisted
would-be snatchers of the Rs 10
lakh he was carrying. The incident
took place during the evening rush
hour at a spot teeming with peo-
ple, only a couple of 100 m from
the Lalbazar police headquarters.

The police claimed to have iden-
tified the killers, and were raiding
possible hideouts. Additional
forces were on duty in the area
where papic now rules. Ram
Prasad Ghulam, an accountant
with Ms Fort Williams Industries,
a company of the Bangur Group,
was returning to his India
Exchange Place office around 6
pm after withdrawing the money
from a branch of ABN Amro
Bank nearby. With him was com-
pany cashier Kamal Kumar Sagar.

Near the Burma Road-
Synagogue Street crossing, four or
five men tried to overpower
Ghulam, 50, from behind. They
even tried to put chilly powder in
his eyes, said eyewitnesses. But
Ghulam did not let go of the cash-
loaded attach case he was
carrying.

As the scuffle attracted passers-
by’s attention, one of the gang
whipped gun and shot at
Gh efore all of them fled.

e accountant was declared dead

"WE HINDUSTAM T

T

~F
-t
(AR
L
[ ]

R AT RTCIT



/" oY THE ENRON CONUNDRUM , %,

WITH THE MAHARASHTRA State Electricity
Board (MSERB) in poor financial health, it was
obvious that the Union Cabinet would permit
Enron 1o take up the additional equity in the
Dabhol Power Company (DPC) meant for the
state utility. Yet this decision on equity inflow
still leaves uncertain the future of the second
phase of the controversial project. Given the
incertainty over phase-II, Enron could be reluc-
tant to commit itself further pending a finai
decision by Maharashtra. An offspring of an
agreement hetween a State government and an
independent power producer, the DPC has gen-
eraied significant political heat and economic
debate. Just about everything has gone wrong
ifor the MSEB. The latest relates to the mounting
fbills from the DPC that the MSEB is finding
j difficult to pay. An agreement that bound the
state power utility to pay a capacity charge, irre-
spective of whether the board buys power from
the DPC or not, has weighed it down financial-
ly. In addition is the dependence on imported
and consequently dollar-linked fuel. Rupee de-
preciation against the dollar and the rise in the
fuel (nuphtha) prices have ail but ensured that
the MSEB is on a financially burdensome track.
The latest decision does not yet solve the basic
problem for the MSEB. The cost of Enron power
has bren so expensive that the State govern-
ment had to step in to meet payments recently.
The situation has now worsened with the DPC
invoking the State guarantee to recover the out-
standing dues of the MSEB for two months.

The State government has been talking of
setting up a review committee to look into the
implications of phase-II of the project — which
is to come on stream later this year — for more
than a month now. The task next on the line,
therefore, is a decision by the State government
on its proposed review of Dabhol II. As it pre-
pares for the second phase of the project, Mah-

arashtra should not rush into \decisions.
Moreover, it has to decide on the terjns of this
review and whether or not it should include a
basic review of phase-II or just the terms and
conditions. There are costs that it will have to
face in the event of a cancellation but there are
costs too if the project continues in its present
form. Tariff for power generated by Dabhol 11 is
expected to be lower on account of economies
of scale, reduction in the interest burden by
lending institutions and, more important, a
proposed switch-over to LNG as fuel. However,
because of its high capital cost, the DPC power
will remain very expensive even after phase-II is
implemented. In a reappraisal of the DPC pro-
ject — if at all such a task is undertaken — it
would serve the interests of the consumers if
the contracting parties find a way out to ensure
that the MSEB and the Maharashtra Govern-
ment are not further crippled on account of the
high costs of power generation. A meaningful
resolution of this conundrum would also augur
well for the Indian power sector.

The problems that the MSEB now faces are
not entirely the making of Enron. The financial
crisis that has engulfed the MSEB is a manifes-
tation of the larger problems faced by State
Electricity Boards (SEBs) and is symptomatic of
haemorrhaging state utilities. A case in point is
the damage caused by politically inspired deci-
sions, such as cross-subsidised supply of power
to various sections, that hurt the economics of
the SEBs. In addition are the leakages on ac-
count of structural flaws, resulting in avoidable
financial burdens from transmission and distri-
bution losses, power thefts and unsettled dues.
The fact that Indian power reforms have started
at the wrong end — and have not yet percolated
down to the level of the SEBs — is glaring in the
MSEB'’s inability to genera required re-
sources for Dabhol II.
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DAVOS, JAN. 25. Import tariffs, al-
ready byought down to 35 per
cent, will be fowered further not-
withstanding the total disman-
tling of quantitative restrictions
(QRs) from April 1 this year, the
Union Finance Minister, Mr.
Yashwant Sinha, said today. -

“We have l6Wered our average
tariff rate gradually from over 100
per cent to 35 per cent today and
will further reduce it in the years
to come,” Mr. Sinha said at the
opening plenary of the World Ec-
onomic Forum (WEF) here.

QRs on imports will be phased
out by April 2001. Foreign port-
folio investment is now almost
=ntirely open, he said, adding that
the foreign direct investment re-
gime has been substantially liber-
alised over the last few years.

“Our highly regulated financial
system is being dismantled and
then interest rate policy is estab-
lished by an independent central
bank,” he said, listing out the pro-
gress made in liberalising the
economy.

Noting that the capital markets
were “‘open ;'t?sparent and sub-

ject to the safhe speculative ex-
,,"/

cesses as capital markets
everywhere,” Mr. Sinha said over-
all the methodical approach has
paid off for Indian citizens.
Win-lose situation

India also attacked the industri-

.alised nations for the “unfair”

globalisation process which has
led to “win-lose” situation for de-
veloping countries.

“The globalisation process is
simply not fair, nor equitable. The
South does not want nor need
charity. But we n¥ed the North to
play fair,” Mr. Sinha told the over
3,000 leaders including 30 heads
of States and Governments.

Mr. Sinha, who heads a 40-
member Indian  delegation,
would be associated with two key
debates on how globalisation
could meet the expectations of
the developing countries and

easures to address the backlash
against this contentious process.

'Mr. Sinha said liberalisation
has empowered the poor to com-
municate and they have also giv-
en people the taste of the market.
“The citizens of my country and
the developing world are no long-
er, willing to tolerate poverty...

¥ lmport tariffs will be
 further lowered: Sinha

they want higher growth and par- '

i

ticipate in greater opportunities.” |
Poverty, a problem

However, poverty is still a prob-
lem. “But, while we have prob-
lems, we have our strengths too.
The West, unfortunately, never |
seems inclined to talk about what
we have... Debates never focus on |
how much better off the bulk of
the population is, the strength of

. the bulk of the population is, the
‘strength of the democratic insti-
tutions in South or its quality of

governance,” he said.

At the time of independence, |
India had a miserable life expec-
tancy of 32 years. This had nearly .
doubled to 62 now, he said.

Elaborating on the progress
made by India, he said most im-
portantly its GDP growth rate has
risen to five per cent in the 1980s
and to 6.5 per cent in the 1990s.

Meanwhile, the meeting braces
itself for renewed clashes involv-
ing protest groups, despite the or-
ganisers’ efforts to include more
critics of big business and to

broaden the debate at e deliber-
ations. — PTI /
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Enron allowed bigger stake'
.\ in Dabhol project

By Our Special Correspondent

NEW DELHI, JAN. 24. The Union Cab-
iney- today pernijtted the Enron
Power Development Corporation
1o increase its stake in the Dabhol
power project in Maharashtra
since the other major partner, the
Maharashtra  State  Electricity
Board {MSEB), has expressed its
inability to puk up equity in the
second phase of the project.

However, the Cabinet incorpo-
rated a clause allowing the MSEB
or its nominee to pick up the ad-
ditional stake at a later stage if it
so desired at a mutually agreed
price.

Enron was allowed to increase
its equity contribution to the pro-
ject from $886.9 million to
$1,119.9 million, of which $434.2
million would be for the first
phase and $685.75 for the yet to
be taken up second stage. Earlier,
Fnron held a 50 per cent stake in
the first phase while the MSEB
had 30 per cent. Bechtel Enter-
prise and General Electric each
held 10 per cent of the remaining
stock.

For the second phase, the
MSEB expressed its inability to
contribute a further share in the
equity at this juncture, necessitat-
ing a fresh Cabinet clearance for
Enron to hold additional equity.

Enron’s equity would be contrib-
uted through its subsidiary, En-
ron Mauritius Company.

Enron was issued an approval
to set up, own and operate a nat-
ural gas-fired combined cycle
power station with a capacity of
1,920 MW, expandable to 2,550
MW. Based on imported liquetied
natural gas, the plant would have
integrated facilities for sourcing,
importing, receiving, handling,
storage and regasification of LNG.
The first phase is already in oper-
ation and has run into a fresh
controversy over the MSEB'’s in-
ability to lift the power generated.

At today’s meeting the Cabinet
also approved the setting up of a
new zinc smelter plant of 1,00,000
tonnes per annum capacity at Ka-
pasan in Rajasthan's Chittorgarh
district. To be set up by Hindus-
tan Zinc Limited, it is expected to
cost Rs. 1,203.75 crores and is
likely to be commissioned in 48
months.

Permission was granted for the
installation of the eighth unit of
the 120 MW captive power plant
of the National Aluminium Com-
pany (NALCO) at a cost of Rs. 480
crores. The project would ensure
uninterrupted power supply to
the aluminium smelter plant
throughout the year since the an-
nual smelter capacity is being in-

creased from 2,30,000 to 3,45,000
tonnes.

A welcome step: Enron
UNI, PTI report from Mumbai:
Meanwhile, the Dabhol Power

Company has welcomed the Gov-

ernment’s decision to allowing

the Enron corporation to go
ahead with second phase of its
power project without participa-
tion of the MSEB. "It is a welcome

step by the Union Cabinet,” an

Enron spokesperson here said
while reacting to the decision.

The MSEB chairman, Mr. Vinay -

Bansal, however, reserved com-
ment on the development.
‘Only experts on panel’

In another development, the
Chief Minister, Mr. Vilasrao Desh-
mukh, today said the committee
proposed to be set up by the State
Government to review its power
purchase agreement with the En-
ron corporation would not have
representatives of any political

party. Talking to reporters after a

Cabinet meeting here, Mr. Desh-

mukh said the panel on Enron, to

be constituted ‘‘very
would comprise only “experts’ to
review the controversial agree-
ment on the supply of electricity
from the Enron-promoted D
hol power company in
Konkan to the MSEB.

stal

THE HINDU

soon”’, .



Fnron allowed

il

bigger stake'in
Dabhol Corp ¥

K.A. Badarinath
New Delhi, January 24

N A significant move, the
IVajpayee Government has

finally allowed the controver-
sial US-based Enron
. Development Corporation (EDC)
to strengthen its hold on the
Dabhol Power Corporation
(DPC) by allowing it to enhance
its equity to US $ 1119.9 million
against the earlier US $ 886.9 mil-
lion.

A decision to' this effect was
taken by the Cabinet Committeé.
on Economic Affairs (CCEA) on’
Wednesday, thereby approving the

restructuring proposal of Enron. .

the stake later itself or selling it to
a nominated company in negotia-
tion with Enron.

This approval by the CCEA also
means that phase-II of the Dabhol
power project will continue unhin-
dered despite the raging contro-
versy. on price of power from
phase-I at Rs 7.8 per unit and mis-
match between demand and con-
sumption of power in the state.
CCEA's decision also does not, in
any way, address the payments
problem faced by the MSEB.
Presently, monthly bills of the
MSEB towards Enron power is.in
the ‘order of Rs 180-190 crore.
After implementation of phase-II
— taking up the capacity to 2,550

In effect, the S MW — month-
decision trans- ¢ I ly bills of
latgs into S - SSlOn Enron will be
reduction in AN ; i#e ] in order of Rs
the stake of &%Mfeg,;ﬁ tgnognbr'zear:;ej}g 725 crore per
Maharashtra | e nion Budget,will be present. | month.  This
State  Electr- | o4"i0"the Lok Sabha on February will cover more
icity . Board | og while the Railway Budget is | than 80 per
(MSEB) to 10 [ jyer to be placed in both the | cent of  the
per. cent | Houses on February 26, | Doards  rev-
against 30 per | pagiament will later go for a recess | PuSs: Puching
cent holding | 5 March 23 to reassemble on | the MSEB imaq
prevailing April 16 during its scheduled 82- further finan-
today. Ea | day-long session. The Union cial messi.nTlge

The CCEA 1 cabinet made a recommendation | Outgo will be
decision  has | 1 this effoct to the President on | ifrespective of
come close on Dethi e power
the heels of US Wednesday. HIC, Now sourced by the
Ambassador SEB from the

Richard Celeste issuing veiled
threats of withdrawing the US
investments in case Enron's inter-
ests were not -protected.
Maharashtra CM Vilas Rao
Deshmukh has been mounting
pressure on Enron to slash the
prices at which power is being sold
to MSEB.

Meanwhile, Information
Technology ~ Minister Pramod
Mahajan maintained that the
CCEA decision has come in the
wake of MSEB expressing its
inability to contribute its equity
share worth US $ 233 million.

The Centre has also given MSEB
the option of either buying back

Dabhol power project due to con-
tractual obligations. =

For the consumer, since no ade-
quate measures have been taken
to subsume the large scale devia-
tion in international oil prices and
negate the impact of forex rate
fluctuation, the unit rate of
Dabhol power may go up to over
Rs 9 per unit, according to Power
Ministry officials.

Since the state government has
guaranteed payments from MSEB
and the project emjoys counter-
guarantees from the Centre, the

project is bound to land both the
Centre and the Sfate”in financial
mess.
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Enron was focus of attention

at Cele().;st}e-Deshmukh talks

PRESS TRUST OF INDIA

THE ostensibly cow visit
of the outgoing American Ambas-
sador to India Richard Celeste to
Maharashtra Chief Minister Vilas-
rao Deshmukh here today re-
volved around the contentious is-
sue of Enron’s power agreement
that is emptying the state’s coffers.

Celeste, who called on Desh-
mukh at the latter's official resi-
dence, Varsha, welcomed the State
Government’s decision to set up
an experts’ committee to “review”
the power purchase agreement
{PPA)with Enron’s Dabhol power
company (DPC), situated in
coastal Konkan, but hoped that
the excercisc would have a
“favourable outcome”. .

“Sometimes crisis can throw up
good opportunities,” Celeste said
and told Deshmukh that Maha-
rashtra and Mumbai had a “special
place” in the Indo-American rela-
tions, an official statement issued
by Maharashtra Government said.

“Enron is a major multina-
tional company in the US. Its Dab-
hol power project in Maharashtra

MAKING HIS POINT: Richard Celeste flanked by Kiran Shantaram (r)

and Shyam Benegal (2nd from left) at the US Consulate on Monday —

Express photo by Deepak Joshi

has investments from national and
international financial institutions
andbanks. Therefore, everybody is
watching how the State Govern-

harashtra State Electricity Board
{MSEB), prompting a demand
from many quarters to scrap the
controversial agreement.Celeste

ment is going to tackle the prob-  said DPC’s predicament has po-
lems the project hasruninto,” the  tential for far greater impact than
American Ambassador said. on Dabhol itself He said, “It feeds

Celeste alsopromised all possi-  the concern among American and
ble help on “an informal level” to  other foreign investors that India
sort out the issue which hascasta  remains a less than rebiable desti
heavy financial burden on the Ma- CONTNIEDBNP%

RESY
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3" CORRESPONDENT

Mumbai, Jan. 23: US ambas-
sador Richard Celeste today met
chief minister Vilasrao Desh-
mukh and asked him to settle the
Enron dispute at the earliest.

The outgoing envoy said the
wrangling between the state gov-
ernment and Dabhol Power Com-
pany reflected badly on the grow-
ing US-India trade relations and
vitiated the investment climate.

Deshmukh told the diplomat
on his farewell visit to the finan-
cial capital that the cost of Enron’s
power was too high and his gov-
ernment favoured a review of the
second phase of the project,
sources said.

The chief minister said the gov-
- ernment was setting up a high-
powered review committee,
which would look into the dispute
in detail. He said the committee
would be in place soon and would
complete the review in two
months.

Officials said Celeste proposed
that the Centre be a party to the
discussions since Enron’s was the
first major direct foreign invest-
ment in India.

The chief minister, however,
indicated that his government
would not ask the Centre to step in
at this stage because the agree-
ment was essentially between the
state government and the US ener-
gy giant.

“I am cautiously optimistic,”
Celeste told reporters at the end of
his talks with Deshmukh.

In his farewell speech to the US
consulate here, Celeste dwelled
last evening on the Enron project.
“India needs Dabhol power. Every
farmer in Maharashtraneeds suf-
ficient and dependable power,” he
said, referring to the recent col-
lapse of the northern grid that
plunged Delhi and its surrounding
areas into darkness. 3

Celeste said today that he
wanted to see the dispute settled
soon once and for all. /‘
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HE first 60 years fthe 20th cen-

tury were marked\ by a sense of

despair and frustration regarding

our capability to achieve a bal-
ance between human numbers and the
production of foodgrains and other agri-
cultural commodities. In 1968, this mood
of despair and diffidence gave wave to
one of optimism and self-confidence in
relation to our agricultural potential and
our farmers’ ability to adapt and adopt
new technologies, a phenomenon which
was christened in that year as “‘Green
Revolution”. This agrictiltural transfor-
mation helped to strengthen our national
sovereignty in foreign policy.

Our agriculture is now at the cross-
roads. On the one hand, our national ca-
pability in frontier areas of science and
technology, as for example in biotechnol-
ogy, information, communication and
space technologies, nuclear and renew-
able energy technologies and in manage-
mert science, has opened up uncommon
opportunities for achieving an evergreen
revolution in most farming systems based
on knowledge and biological inputs rath-
er than on chemical and capital intensive
production methods. An evergreen revo-
lution is the pathway to sustainable ad-
vances in productivity per units of land,
water and time without associated eco-
logical or social harm.

There are, on the other hand, both in-
ternal and external threats to our agricul-
tural progress. The most important
among the internal threats in the damage
to the ecological foundations essential for
sustained agricultural advance, such as
land, water, forests and biodiversity.
Prime farmland is all the time going out of
agriculture and groundwater depletion is
proceeding at an alarming rate. The other
major internal weakness is the mismatch
between production and post-harvest
technologies and between production
and market demand, and the consequent
need for the Government of India to un-
dertake “trade relief” operations such as
cyclone, flood and drought relief. The ex-
ternal threats include the unequal trade
bargain inherent in the WTO agreement
of 1994, the rapid expansion of proprie-
tary science and potential adverse chang-
es in temperature, precipitation, sea level
and ultraviolet B-radiation.

We can face the internal threats only

through integrated attention to regula-
tion, education and social mobilisation
through panchayati raj institutions. Also,
there is need to restructure research strat-
egies in a manner that strategic, antici-
patory and participatory (i.e. with farm
families) research all receive adequate. at-
tention. Similarly, extension services
should become farmer owned and con-
trolled and should become capable of
converting generic into location specific
knowledge essential for taking to preci-
sion farming methods. The rural knowl-
edge centres should provide computer
aided and internet connected informa-
tion services, so that farm families have
timely and relevant meteorological, man-

and international levels. A “livelihood
box” is included in the renegotiated
world trade agreement, which will permit
developing countries to impose quantita-
tive instructions on the import of agricul-
tural commodities when such imports are
likely to destroy livelihood opportunities
for resource poor farming families and
landless agricultural labour. The liveli-
hood box may be necessary for 10 to 15
years, until effective post-harvest infras-
tructure, facilities for scientific land and
water use planning, and effective agro-
processing and agribusiness enterprises
are developed.

Agriculture, encompassing crop and
animal husbandry, horticulture, forestry

Agricultural progress will determine India’s economic
and political future. We can shape this future
through synergy among technology, public policy
and farmers’ cooperative action.

agement and marketing information.

Another area which needs urgent at-
tention is the restructuring of the State
Land Use Boards to offer proactive advice
to farm families on land use and cropping
systems, based on likely monsoon beha-
viour, ecological efficiency and trends in
prices and markets. Assured and remun-
erative marketing opportunities hold the
key to sustaining farmers’ interest in pro-
ducing more. Our agriculture has reached
a stage when proactive advice to farm
families on land and water use planning
based on an assessment of national and
global market demand is vital for pro-
gress.

At the national and state levels there is
need for technical resource centres for
monsoon management and water securi-
ty. They should help to train rural climate
managers who can help to maximise the
benefits of good monsoons and minimise
the impact of unfavourable monsoons.

The global threats to our agricultural
destiny can be overcome only by taking
steps like the following. Ensuring that the
Kyoto protocol relating to climate con-
version is implemented by the U.S. and
other industrialised nations both in letter
and spirit. Adequate support is extended
to public good research at the national

e
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and agro-forestry, inland and marine
fisheries and agro-processing, is the ma-
jor determinant of the livelihood destiny
of nearly 700 million people of India. The
methodology of “production by masses”’
characteristic of Indian agriculture can-
not easily compete with products result-
ing from mass production technologies,
until the power of scale both at the pro-
duction and marketing ends is conferred
on small scale production units, as has
been done in the cooperative dairy sector.
Therefore, trade policies which impact on
this destiny are of vital concern to a ma-
jority of the rural population as well as to
large numbers of the urban poor. There is
need for an integrated trade strategy,
which gives concurrent attention to
home and external trade. Import policies
relating to farm commodities should be
based on a careful assegsment of their im-
pact on all those who depend upon agri-
culture for their livelihood security.
Government should bring out a White Pa-
per on the World Trade Agreement and
Indian agriculture.

Government’s macro-economic poli-
cies are by and large oriented towards the
needs of big business and industry, who
have powerful organisational structures
to represent them. There is an urgent

r agrlcultural future

By M. S. Swaminathan

need to voice the voiceless through a na-
tional federation of agricultural organisa-
tions. Immediately, action is needed to
defend the gains made, to extend the
gains to the areas which have been by-
passed by the farm revolution, particular-
ly dry farming areas, and to make new
gains through sustainable intensification,
market-based farming systems diversifi-
cation, and value addition to primary
produce through agro-processing and
agri- business.

Demographic trends in India have two
important implications for agricultural
research and development. First, more
than 50 per cent of the over 1 billion pop-
ulation belong to the age group 21 and
below. Unless farming becomes both in-
tellectually stimulating through the path-
way of IT- based precision farming, and
economically rewarding through value-
addition to primary produce, it will be
difficult to attract or retain youth in farm-
ing. The other demographic trend is in-
creasing urbanisation. Soon, 50 per cent
of the population will be living in towns
and cities. Urban agriculture and urban
green belts offer opportunities for jobs
and incomre, as well as for improving the
urban environment and quality of life.
Schools and colleges in urban areas can
promote with the help of agricultural uni-
versities and institutions urban horticul-
ture and green belt development, which
can help to promote symbiotic links be-
tween rural and peri-urban farmers and
urban consumers. Also they will help to
generate more non-farm jobs, which is an
urgent need in rural areas.

Agricultural progress will determine In-
dia’s economic and political future. We
can shape this future in a desirable direc-
tion through synergy among technology,
public policy and farmers’ cooperative
action. If such a synergy can be achieved,
India can become the foremost among
the nations of the world in “farm power”’.
If our agricultural progress is halted or
reversed through inappropriate or inade-
quate public policies and research prior-
ities, social disintegration will be the
result. The prosperity of the virtual world
and the misery of the real world cannot
co- exist for long.

(The article is based on a lecture the writer
delivered at the Indian Science Congress in
New Delhi on January 6.)



With its exorbitant cost of power, has Enron taken the nation for a ride?

<. A'bubble called Enron

NRON IS 1y the news again. The current

mess thad the ~ Government of

Maharashtra) finds itself in with Enron

is at once farcical and frightening. It is
strange to see the same politicians who had brazen-
ly defended and pushed the deal with Enron now
squirming, calling for its renegotiation, and saying
that the state Government just cannot pay up.

The Dabhol Power Project, popularly known as
the Enron project, with its Phase I of 728 MW,
makes an interesting case of how globalisation in
a developing country can be replete with dark
ironies. This is one of the nine ‘fast track’ power
projects which were initiated in 1991 with the open-
ing of the power sector to private companies.
These nine, launched with much fanfare, were
expected to herald the era of privatised power —
cheap and plenty of it. Enron promised to build
fast, and deliver power at around Rs. 2.40 per unit.

The project faced stiff opposition on many counts
but principally on the grounds that the power
would be too expensive and the contract (the
Power Purchase Agreement — PPA) was loaded in
favour of the company. The BJP-Shiv Sena com-
bine made this a major issue in the 1995 Assembly
elections with Gopinath Munde’s now famous
proclamation: “We will throw the Enron project in
the Arabian Sea.” ’

The BJP-Shiv Sena came to power in
Maharashtra, a high level committee was set up to
study the project and this recommended scrapping
of the Enron project. A notice was given to Enron
which moved for arbitration in London. There was
talk of crippling fines if the contract with Enron
was breached. A picture was painted that India
would become an outcast in the global market if it
did not honour its commitments.

Against these ‘odds’, the BIP-Shiv Sena
Government ‘forced’ Enron to renegotiate. And
triumphantly announced that the loaded contract
has been straightened out and the price of power
would be Rs 1.86 per unit. Phase II of the project,
till then optional, was also agreed. The project
came back on line, arbitration was withdrawn,
Rebecea Mark became a corporate heroine. Critics
were as usual brushed aside and branded as ‘anti-

BY SHRIPAD DHARMADHIKARY

development’ and ‘anti-national’. The courts
cleared all the cases against Enron.

Now the bubble has burst. As Enron presented its
first bills, it has become clear that the power cost is
amazingly exorbitant — Rs 7.80 per unit at the last
count. The Maharashtra Government initially put
up a brave face and pretended that there was no
problem, that it can easily buy power from Enron.
But now, there have been a series of conflicting
statements. Finally, the Chief Minister has conced-
ed that Maharashtra just cannot afford the high
cost power from Enron.

A few months back, the Maharashtra Electricity
Regulatory Authority (MERC) made an order
requiring the Maharashtra

PPA was highly skewed and it resulted in such a
high price being paid for the power. It is difficult
to believe that the Maharashtra Government was
not aware of this. So why was such a loaded
PPA signed?

When the Enron deal was signed, those who
opposed it pointed out that the PPA would result
in extremely expensive power. (One is not referring
here to the BJP which raised the issue and changed
track after coming in power). Everything that
was being said by the protestors then is coming
uncannily true.

Those who were also involved in the protests
faced severe repression. In one particularly outra-
geous incident, Medha Patkar

State  Electricity  Board
(MSEB) to purchase the
cheapest possible power. Since
Enron’s power is the most
expensive, Enron will have to
be the last supplier from whom
MSEB can purchase power.
The MSEB thus is not allowed
to buy all the power Enron can
produce. (It is lifting currently
less than 45 per cent Plant

Load FaCtOI'). But it is bound Arabian Sea Iin thelr mind: Joshi & Munde

by the PPA to still pay Enron for all the fixed
charges. These are to the tune of a whopping Rs 95
crore per month — over Rs 1,000 crore a year.

The MSEB has to pay additional fuel charges for
every unit of electricity purchased. When Phase 11
starts, MSEB'’s payments in the first year itself will
be about Rs 6,000 crore. Compare this to MSEB’s
total turnover today — Rs 11,000 crore.

The Maharashtra Chief Minister and other politi-
cians are now calling for a renegotiation of the con-
tract. There is talk of how Maharashtra will have to
pay Enron Rs 35,000 crore if it annuls the contract.
In this din, a few things are forgotten.

The most important question is — how did this
situation arise in the first place? The fact is that the
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W‘% and others were brutally beat-
en up. Today, media com-
mentators and even the
Government are echoing the
same figures and words which
Patkar had cited at that time.

A small Pune-based energy
research group, ‘Prayas’, was
the first to do an analysis of
the PPA — a brilliant piece of
work. (This was before the
PPA was made public). If a
group consisting of a couple of engineers, working
with a desktop PC was able to accurately predict
how much the power from Enron would cost, it is
difficult to believe that the Government with its
hordes of engineers and infrastructure found
itself clueless.

Why is the Government unable to do any thing
about this issue? If the contract is so blatantly one-
sided, why is the Government reduced to a hapless
entity? If the country allows one MNC to hold it by
the neck with a loaded PPA, if it cannot act to cor-
rect what is clearly against the interests of the
country, then where is the sovereignty of the
nation? These.are the issues being raised by those
who are questioning the one-way blind drive

towards giobalisation and privatisation.

Enron is not the only power project with these
implications. Since the privatisation process began,
s@veral hundred MOUs have been signed with pri-
vate, mostly foreign companies, for building, own-
ing and operating power plants. In most of these
cases, the PPAs are similarly skewed.

Take the example of the Maheshwar Hydel Power
Project (MHEP). The first privatised hydel power
project in the country, MHEP is a 400 MW plant
being built on the Narmada river in Madhya
Pradesh. The owners, a textile company, have been
looking for foreign equity partners; but in the last
several years, three companies have come in and
walked away — PacGen of the US, Bayernwerk of
Germany and recently, Ogden of the US.

The project raises all the concerns that large
dams raise, as also issues of privatisation. An
intense mass struggle is going on here since several
years. Apart from displacement and ecological
issues, the key query raised by the Narmada
Bachao Andolan has been regarding the cost of
power from the project.

The PPA of this project has been analysed by
‘Prayas’, the same group which analysed the Enron
PPA. The PPA is heavily loaded. Their analysis
shows that power will cost about Rs 7 per unit —
without including the cost of transmission and
distribution — and even higher for peaking power.
The NBA has asked the Madhya Pradesh
Government and the project promoters to answer
one question — how much will the power cost?
They have been evading a reply.

Remembering Enron, a sense of d j vu prevails.
It will be really a tragedy after a farce, if five
years hence (if the Maheshwar project is at all
built), the MP Government is found to be squirm-
ing in a manner similar to that of the Maharashtra
Government today.

What is needed is a comprehensive and transpar-
ent review of all the Power Purchase Agreements.
The ability and talent to do an accurate analysis
of the PPAs is certainly there in the civil society
(if not with the Government). But whether the
Government has the cour nd honesty to do
this seems doubtful.
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NEW DELHI, JAN. 7. Lashing out at
‘prophets of doom’, the Finance
Minister, Mr. Yashwant Sinha, has
said his fourth budget will have
measures to spur demand and in-
vestment. However, he has vir-
tually dismissed demands for cut
in corporate and personal income
tax rates.

He also does not accept that
there is overall slowdown of the
economy or any derailing of the
economic reform process and in
fact intends to pursue higher
growth rate in the next year. He is
not daunted by prophets of doom
and is optimistic of ending the
year'with a creditable 6.5 per cent
growth and containing the fiscal
deficit at budgeted level.

In an interview to PTI, Mr. Sin-
- ha said the budget would outline

a medium-term strategy to spur

growth, push up investment in in-
| frastructure, agriculture and
downsizing government.

“When I say the budget will be
growth-oriented, this is precisely
what I have in mind that we must
have a kind of regime that will
spur demand and investment,”

Mz~ Sinha said the measures
Id have to be both sectoral
d overall as the basic problem
was to spur growth tc promote in-
vestment. ‘“Some sectors have
special problems. Some of them

¢ have been taken care of and oth-

ers will be taken care of as we go
ahead with the preparation of the
budget because we are too close
to the budget now.”

ECONOMY NOT IN CRISIS / ‘BUT NO CUT IN TAX RATES’

Allaying fears of a slowdown,
Mr. Sinha said ‘‘the point 1 want
to make is we are not in a crisis
situation. In certain sectors of in-
dustry there has been a certain
slowdown.

The performance of the govern-
ment has to be judged not in the
context of slowdown but from the
response of the government to
the emerging situation.”

Looking from the global con-
text, Mr. Sinha said the perform-
ance of the economy has been
creditable with 6.8 per cent
growth rate in 1998-99 — not a
growth rate anyone should be
ashamed of. It was followed by 6.4
per cent in 1999-2000.

Noting that the petroleum pric-
es started going up right from
May, he said the economic slow-
down started and if the whole sit-
uation was taken, it was the
manufacturing sector which was
not doing well.

Virtually ruling out the possibil-
ity of a cut in direct tax rates, Mr.
Sinha said the government would
consider various means to plug
sources of revenue loss. Also ‘“‘we
are considering various ways and
means to expand the tax base. An
expanded base would definitely
allow us some elbow room to
consider further rationalising the
provisions of personal income
tax.” On corporate tax, Sinha said
effective tax rate was much lower
as several exemptions and reliefs
had been granted to industry un-
der various heads.

Denying that there was any

s Budget to spur growth

proposal to dereserve the entire
small scale sector, Mr. Sinha said
dereservation would be gradual
and the budget would give thrust
to promoting the small sector as it
had large potential for employ-
ment generation and rural devel-
opment.

Areas of concern

Elaborating on five areas of
concern which the budget would
address, Mr. Sinha said they in-
cluded reining in on fiscal deficit,
turning the sentiment again to a
more positive outlook and creat-
ing conditions to induce invest-
ment specially in infrastructure.

The budget would also contain
measures to push up exports, he
said, adding the government
would ensure that any adverse
impact of global development
was kept to the minimum and
“we are able to ensure better
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, Says Sinha '

management of expenditure.”

“This will be one of the rare
years when we will be close to the
budgeted level of fiscal deficit. —
PTI

‘Not an alarming

scenario’

By Our Special Correspondent

HYDERABAD, JAN. 7. The Union Fi-
nance Minister, Mr. Yashwant
Sinha, said here today that the
coming Budget would address it-
self to the problem of slowdown
in the economy and take the na-
tion on the fast track of growth.

In a pre-budget interactive ses-
sion with industrialists from the
State, Mr. Sinha attributed the
slowdown to various internation-
al and national factors but main-
tained that the situation was not
“alarming” as made out by some
sections.

However, the Government was
“concerned’” about the slowdown
and the Prime Minister, Mr. A.B.
Vajpayee, had instructed him to
prepare a growth-oriented Bud-
get for 2001-02.

Top industrialists, bankers and
builders participated in the hour-
long session organised by the
Union Minister of State for Urban
Development, Mr. Bandaru Dat-
tdtreya. Mr. Sinha, who was ac-
companied by senior Income Tax,
Customs and Central Excise offi-
cials, only heard their views, say-
ing that a Finance Minister was

not expected to speak before the
Budget.

The controversy over the sky-
rocketing cement prices found an
echo at the meeting with a manu-
facturer, Mr. Prasad, seeking con-
cessions from the Government
and a builder accusing the indus-
try of forming a cartel and indulg-
ing in blackmarketing.

The builder wanted the Gov-
ernment to teach a lesson to the
cement manufacturers by slash-
ing import duties and taking ac-
tion under the  Essential
Commodities Act.

Mr. G. Pulla Reddy, sweetmeat
maker, wanted the Centre to re-
duce its expenditure, especially
on employees’ salaries and im-
prove productivity.

The Union Minister for Rural
Development, Mr. M. Venkaiah
Naidu, who presided, said the
Fifth Central Pay Commission
had laid down work norms for the
employees but the Government
could implement only the wage
aspects of the report. “You know
how difficult it is to implement
such recommendations,”” he add-
ed.

Mr. G.V. Krishna Reddy said
that unless certain exemptions
were given to the power sector it
would very difficult for the indus-
try to get 16 per cent returns. Mr.
Ramesh Gelli, banker, suggested
empowering banks to take early
possession of assets from loan de-
faulters before they become irre-

trievable. .
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 Help India become knowledge
superpower, PM tells NRls

By Our Staff Reporter

NEW DELHI, JAN. 6. The Prime Min-
ister, Mr. Atal Behari Vajpayee, to-
day sought the help of the Indian
diaspora in making India a
“knowledge superpower” by
2010. Delivering the inaugural ad-
dress at the first international
convention of the Global Organi-
sation of People of Indian Origin
(GOPIO) on Indian soil here, he
said PIOs and Non- Resident Indi-
ans (NRIs) should be partners in
the country’s efforts to become a
major global power.

“We do not merely seek invest-
ment and asset transfer. What we
seek is a broader relationship; in
fact, a partnership among all chil-
dren of Mother India so that our
country can emerge as a major
global player,” Mr. Vajpayee said
while addressing the gathering of
PIOs from over a score of coun-
tries.

Pointing out that India was ai
the threshold of a technologica!
revolution in many areas that de-
fine the “New Economy” of the
21st century, he said the Indian
diaspora could play a vital role in
the development of information
technology, bio-technology, agri-
culture, space and energy. “The
Indian diaspora has made semi-
nal contributions to the develop-
ment of many of these sectors in
their adopted countries... they
can make a similar contribution
here.”

Acknowledging the difficulties
faced by PIOs in some adopted
countries, Mr. Vajpayee referred
to the overthrow of the democrat-

The Prime Minister, Mr.A.B. Vajpayee, releasing a souvenir on GOPIO at the sixth
international convention of the Global Organisation of People of Indian Origin, in New
Delhi on Saturday. — Photo: Anu Pushkarna

ically-elected government in Fiji
and the subsequent actions tar-
geting Indians in that country. He
felt that the Indian diaspora
should mobilise public opinion
the world over to ensure restora-
tion of “‘due constitutional proc-
esses as enshrined in the 1997
Constitution”.

Though Mr. Vajpayee did not
give any concrete assurances on
the demands raised by the GOPIO
leadership, he said the high-level
committee set up to study the ex-
pectations of overseas Indians
would examine the current re-

gime that governs their travel,
stay and investment in India. The
committee has also been asked to
review the status of PIOs and
NRIs in the context of the consti-
tutional provisions, laws and
rules applicable to them both in
india and the countries of their
residence.

The GOPIO leadership had de-
manded that the Government re-
duce the cost of a PIO Card
(currently $1,000), remove the
clause that forces families who
have lived outside India for more
than four generations to forfeit
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their claim to Indian roots, set up

_a university in India for children

of PI0s, and make arrangements
for enabling coming generations
of overseas Indians stay in touch
with their moorings in thef(
adopted countries.

To the last demand, the Prime
Minister did say that his Govern-
ment would assist the overseas
Indian community in maintain-
ing its cultural identity and
strengthening the emotional, cul-
tural and spiritual bonds that
bind them to the country of their
origin.
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' I \HE MAHARASHTRA cabinet in a

Maharas\htra not to pay Dabhol |

brainstorming session late on Thursday

night decided to stop paying the Dabhol
Power Corporation its dues and cancel US
energy major Enron’s permission to launch
Phase II of the project from the current year.

The attinde adopted by most of the ministers
at a meefing at the Chief Minister’s official res-
idence Varsha is that Enron can go fly a kite, so
far as the State government is concerned.

For having to pay Rs 7.80 per unit of electric-
ity (it was Rs 8.04 in November 2000) is bank-
rupting the government and it has virtually no
money to work into its budget for the year 2001-
2002.

The decision of the Maharashtra government
can plunge both the state and central govern-
ment into a crisis. For according to the letter of
credit, - Enron, which is currently owed
$21,000,000, can evoke the crown guarantees as

per the deal. That means if the central govern-
ment too does not cough up, it can put
Parliament House and Rashtrapati Bhavan to
auction to recover its dues.

If the Centre meets the/guarantee, it would
mean that the Reserve BAnk of India would be
asked to debit the mone from the Maharashtra

| Enron Stand-off

an offer to cut down the rate of electricity to
around Rs 4 but neither the State government
nor energy experts are impressed. For again,
the US energy major seems to be playing foot-
sie with the Maharashtra government.
According to energy experts, what has
brought about Enron’s slashing back prices is
the fall in the mtematlonal pnces of naphtha,
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combined with the Maharashtra government'’s
decision to abolish sales tax on the product,
bringing its price on a par with the internation-
al market. But Enron is doing no favour to the
government with this price cut. According to
the terms of the oontract, it has to any way pass
on the fall in prices of raw materials to the
Mabharashtra State Eleetricity Board.

Giving the issue a political, colour, Chief
Minister Vilasrao Deshmukh said on Friday,
“We have risen from the ranks -- minister of
state to cabinet rank and then Chief Ministers.
They (Sena-BJP) had no experience of gover-
nance. We know what works and what doesn’t.
We have to make the state government work”.

But where are resources? The Enron bill is
adding to the nearly Rs 8000 crore deficit the

* Government faces. The State Cabinet, though,

has adopted a bullish attitude. They will wait
and watch and if the Union Governmeént does
adopt a confrontationist attitude with the state
government, the non-Sena-BJP parties have a
major political issue in the making.




E SOUGHT FOR PRIVATE SECTOR IN PDS

Extend reforms to farm
~y  sector, says BJP ¢ "

By Our Spec%al Correspondent

NEW DELHI, JAN. 4. The Bharatiya Ja-
nata Party today demanded that
economic reforms be extended to
the agriculture sector on an ur-
gent basis to remedy the situation
of burgeoning foodgrain stocks,
falling market prices leading to
distress sales, and lower offtake
from the public distribution sys-
tem. Adopting a resolution on the
agriculture situation, the party’s
national executive committee
meeting which began its two-day
deliberations here today, suggest-
ed scrapping of outdated legisla-
tion controlling movement of
farm produce, limiting the role of
the Food Corporation of India
and taking the first steps towards
involving the private sector in
procurement of grain and distri-
bution, and reducing customs du-
ties on essential imports of
agricultural inputs while simulta-
neously increasing duties on im-
ported farm produce.

The party vice-president and
spokesperson, Mr. Jana Krishna-
murthi, explained to reporters
that many of the policies and
measures in place today may have
had some use in an era of short-
ages. India was now changing in-
to a country of surplus
foodstocks, and therefore the re-
striction on movement of grain
through the Essential Commod-
ities Act of 1955 should be lifted
by scrapping the Act.

After a debate during which
many members spoke about the
" current situation, which has led to
distress sales and suicides among
farmers, the resolution admitted
that the country was experiencing
a ‘‘paradoxical situation of sur-
nlus food stock, but at the same

The Prime Minister, Mr. A.B. Vajpayee, with the BJP president,

Mr. Bangaru Laxman (right), and the former party president,
Mr. Kushabhau Thakre, at the party national executive meet in
New Delhi on Thursday. — Photo: Anu Pushkarna

time millions of people were go-
ing hungry”. Hence the need for
urgent reforms.

A suggestion in the draft resolu-
tion, which was dropped, said
diesel prices should be brought
down to give some relief to farm-
ers. Members pointed out that
crude prices had come down
from over $30 a barrel to around
$23; but intervening in the debate
Mr. Ram Naik, Minister for Pet-
roleum and Natural Gas, said this
would not be possible until the
oil-pool deficit of about Rs. 24,000
crores was wiped out. The recent
decision of oil- producing coun-
tries to cut down production
would once again exert upward
pressure on prices.

The four-page resolution em-
phasised the need to implement
properly the Antyodaya Anna Yo-
jana (subsidised rice scheme for
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the poor) and the Sarvapriya and
Gram Sadak (rural road) schemes.

The suggestions were: allow
free movement of farm produce;
decentralise PDS operations by
involving the private sector in
procurement, storage and distri-
bution of grain; set up additional
storage capacity, rationalise fertil-
iser subsidy, and link the crop in-
surance scheme to crop loans
taken by farmers and remove re-
sponsibility of individual farmers
in relation to crop losses and in-
ability to pay back loans.

The anxiety on account of
widespread farmers’ distress was
evident; it was felt that something
needed to be done — before the
March-April round of Assembly
elections — otherwise, the situa-
tion could become politically ex-
plosive for the BJP.

BJP blames Opposition: Page 13



omestic producers should wake up to the dumping of foreign goods

ne of the most famous and

colourfulstreets in Delhi is

Chandni §howk. This 350-

year old street was once a

favourite hunting ground of
Emperor Shah Jahan, and renowned all
over the world for the wide array of mer-
chandise available in the shops lining
the street. For quite some time, it haslost
its position as the pre-eminent shopping
arcade of Delhi. Tacky warehouses have
now replaced the glittering shops, and
stately carriages have been replaced by
run-down rickshaws. It is now better
known for its numerous by-lanes
which still sell various mouth-watering
delicacies.

Chandni Chowk is suddenly in the
news once again. It is now the main cen-
tre for Chinese goods of all kinds, rang-
ing from electric fans to cheap batteries.
The scale of activity is so large that one
newspaper in the capital claims, tongue
in cheek, that it will soon be renamed
ChTna Chowk. The flood of Chinese im-
ports has raised temperatures all
around, questions have been asked in
Parliament, and the many chambers of
commerce have beseeched the govern-
ment to protect Indian domestic indus-
try from the new Chinese invasion.

Quite naturally, Indian producers
claim that the Chinese are “dumping”
their products in Indian markets.
Dumping refers to the practice of selling
products abroad at artificially low
prices. In other words, the export price is
significantly lower than the price at
which the good is sold domestically, and
is typically made possible by camou-
flaged export subsidies. Under the
new world trading regime introduced by
the World Trade Organization, the recip-
ient country can levy anti-dumping du-
ties in order to protect domestic indus-
try. In fact, this is one of the few contin-
gencies under which protective duties
are permissible under the new trade
regime.

posed to knee-jerk reactions. That is

why it is so important to consider all
aspects of the situation hefore taking
any policy decisions. Some of the factors
are easy to jot down. Fir'st, there is no
doubt that there has beery a quantum in-
crease inthe volume of Chinese imports
into the countrw #nofficial sources
quote a 33 per cent increase in the vol-
ume of imports from China during
April-August this year over the corre-
sponding period last year. Since a size-
able fraction of the total volume of Chi-
nese goods in Indian markets is smug-
gled, this may well be an underestimate.

Second, it is also true that most Chi-
nese goods are sold at dirt-cheap prices.
For instance, a Chinese fan with a built-
in invertor is available for Rs 800-900,

Indian governments ;are often dis-

The author is an economist at the
Indian Statistical Institute, New Delhi

BHASKAR DUTTA

whereas Indian fans cost about Rs 1150.
Bicycles are about Rs 500 cheaper than
Indian ones. Similarly, most electronic
goods are significantly cheaper than
products of comparable quality avail-
able in India. Third, it is also undeniably
true that the sheer volume of Chinese
imports will soon have an adverse effect
on Indian manufacturing industries. A
newspaper report mentions that Bajaj
Electricals has started importing items
like Chinese toasters and fans into India,
and providing brand support and after-
sales service. While this is good news for
the Indian consumer, this can only be
disastrous for the Indian worker.

Of course, the difference in price is
not a sufficient proof of dumping. Chi-
nese labour is certainly cheaper than in
countries such as Korea, from where we
import significant volumes of electronic
items. China also has a much lower rate
of indirect taxes on inputs. These could
well account for alarge part of the differ-
ence in prices. Another contributory fac-
tor underlying the price differential is
the general inefficiency of Indian manu-
facturing. A recent Confederation of In-
dian Industry seminar in Calcutta fo-
cussed on the large distance which Indi-

‘ An anti-dumping duty
will make smuggling
more attractive, making
it difficult for India to
check the influx of
Chinese goods ,

an manufacturing industries have to tra-
verse in order to catch up with interna-
tional norms in prices and quality. India
has a rather dismal rating in competi-
tiveness. It ranks a low 53 out of 59 coun-
tries ranked by the World Economic
Forum and 40 out of 46 countries ranked
by the World Bank.

Our success in the software industry
should not blind us to the weaknesses
plaguing other Indian industries. Per-
haps years of selling in domestic mar-
kets which were protected from all
forms of international competition has
made Indian industry “soft”. A good ex-
ample is provided by a company such as
Hindustan Motors. They had no prob-
lem selling Ambassadors in India until

< The Chinese invasion

the entry of the new pack of automobile
manufacturers. But, today, they have a
pitifully small market share. Hindustan
Motors refused to see the writing on the
wall, failed to modernize and are now
paying the price for their negligence.

f course, not all the blame rests
O with Indian industry Many in-

dustrialists will rightly claim
that they do not have a level playing
field. There are at least two reasons why
Indian manufacturers are at a disadvan-
tage compared to their brethren in coun-
tries such as China. First, the general
level of duties is significantly higher in
India. The higher level of taxes pushes
up the costs of production since manu-
facturers have to pay higher prices for
their input8. Second, Indian manufac-
turers also have to contend with very
poor infrastructure. This tooraises their
cost of production. ’

Misguided government policy has
also contributed to the lack of competi-
tiveness of Indian products in some sec-
tors. This is particularly true in the case
of those sectors, such as the toy industry,
which are reserved for the small-scale
sector. Small-scale enterprises often do
not have access to sufficient capital to
modernize. Moreover, the very act of
reservation means that they cannot take
advantage of the ecoriomies of large-
scale production — they have to stay
small in order to remain in the reserved
sector.

It will be very difficult for the govern-
ment to prove that all Chinese products
are “dumped” on Indian markets. But, it
can probably levy an anti-dumping duty
on some Chinese produets. Will this pro-
vide adequate protection to Indian man-
ufacturers? There are reasons to doubt
this. First, a significant.volume of Chi-
nese imports is almost certainly smug-
gled into the country through Nepal. An
anti-dumping duty will make smuggling
even more attractive. It will be extreme-
1y difficult for India to check the smug-
gling of Chinese goods. Since Nepal is a
land-locked country, India has to provide
transit routes for goods supposedly des-
tined for Nepal. But, once the goods have
entered Indian soil, it is rather easy to of-
fload these goods to India, although they
may be marked for Nepal.

he problem is that China is just

I one of the competitors with whom
Indian manufacturers will have to
contend with. If the domestic producers
cannot bring down their costs of produc-
tion and raise the levels of quality, then
they will lose out to foreign competitors
even if the latter donot indulge in unfair
practices such‘as dumping. This will
probably generate tirades against the
WTO and demands for greater protec-
tion on some pretext or another. One can
omdy hope that the government will re-
sist these demands becayse the raising
of tariff barriers would be a retrogres-
sive measure.
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IF THERE IS one area where the Prime Minister,
Mr. Atal Behari Vajpayee, in his “Musings from
Kumarakom” has made unequivocal state-
ments, it is on economic reforms and specifi-
cally on India’s engagement with globalisation.
The assertive stance that Mr. Vajpayee has tak-
en on the need to accelerate reforms, goes
much further than mere musing about this
process. This also stands out in the light of his
Government’s inability in the recent past to
take any major decisions on reforms. But it is a
moot question if Mr. Vajpayee’s arguments will
strike a chord with either the polity or Indian
society as a whole for they appear to reflect an
inadequate appreciation of why liberalisation,
trade reforms in particular, has all but ground
to a halt. The NDA Government has never been
in doubt about globalisation. But it was only a
little over a month ago that Mr. Vajpayee deliv-
ered an important speech at a World Economic
Forum meet in New Delhi in which he ques-
tioned many aspects of present-day globalisa-
tion. To now point to an inevitability of
globalisation as a reason for India not delaying
its engagement with the world economy will
leave the citizenry wondering which is postur-
ing and which is the real position.

The issue that now dominates the econom-
ic arena is the threat of import competition to
Indian industry and agriculture from a variety
of sources — he cumulative impact of a number
of World Trade Organisation-related agree-
ments, inexpensive imports from China and the
impending removal of all quantitative controls
on imports. This issue naturally figures promi-
nently in Mr. Vajpayee’s article for the newspa-
pers. There is a point in the view that the
current opposition to import liberalisation is
very visible because it is the more influential
lobbies, be it in industry or agriculture, which
are now voicing it. But that does not mean that

o

MUSINGS ON GLOBALISATION A

it is only the vested interests which are against
import liberalisation in particular and econom-
ic reforms in general. The reason why the re-
form programme has almost ground to a halt is
very simple and can be found in Mr. Vajpayee’s
own words. As the Prime Minister has put it, the
demands of the people are ‘“‘very simple and
basic’: drinking water and sanitation, better
roads, adequate electricity and the like. Since a
decade of reforms have not made any differ-
ence to the provision of these basic needs (in
many cases the situation has worsened), there
is naturally a greater reluctance to endorse fur-
ther change to the status quo, even if very
sound economic reasons can be offered for
such changes. On a more general level, Mr. Vaj-
payee must be aware that in spite of a margin-
ally faster pace of growth in the 1990s the pace
of employment growth slowed down in the pre-
vious decade and so too the rate at which pov-
erty declined in both rural and urban India.

Until and unless the reforms that have
been undertaken so far show that they can have
a measurable and positive impact on the peo-
ple’s lives, the present stand-off will continue. It
is true that all Governments in office since 1991
have followed a reform programme to varying
degrees. This does not, however, indicate a po-
litical consensus in favour of reforms as Mr.
Vajpayee suggests. The consensus that exists is
a negative one for, political formations once in
office are persuaded by advisers and lobbies
that there is no other option. It would be a
different matter if there was a positive consen-
sus, born of conviction and cutting across polit-
ical parties, that a minimum reform
programme was both desirable and feasible.
Such a consensus is yet to be formed and until it
is, the reform programme will remain where it
has been for some years: stuck in opposition
and moving only slowly and in increments.
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K.A. Badarinath
New Delhi, January 3

ment is thinking of a sepa-

rate Rs 10,000 crore alloca-
tion in next year's Budget for the
poorest of poor Indians ("those
below the poverty line or BPL).
The money is to cover rural hous-
ing, drinking water and infrastruc-
ture development projects.

The idea came up at an informal
meeting of senior cabinet minis-
ters, with the PM in the chair, this
evening.

The deliberations, that lasted two
hours, also focused on strategies to
prune foad and fertiliser subsidies,
build a political consensus on medi-
um term ecopomic reforms and pro-
vide a framework for next year's
Budget. Finance minister Yashwant
Sinha is to hold his annual pre-
budget consultations with interested
groyps between January 5 and 10.

While the finance minister
briefed the PM's chasen team on
the enfire economy, specific pro-

for social welfare schemes,
a strategy to reverse the industrial
slow down and the decline in for-
eign investments are to be consid-
ered at the meeting slated for
Japuary 17.

Ministers who attended today
today's meeting included L.K.
Advani, Jaswant Singh, George
Fernandes, and heads of economic
ministries such as Yashwant Sinha,
Murasoli Maran, Suresh Prabhu
and Arun Shourie.

Limiting food and fertiliser subsi-

* Rs 10,000 crore pro-poor
programmes proposed

¢ Rural housing, water and
infrastructure prioritised

» Prune food and fertiliser subsidy
to target groups

* Phased hike in power, imigation,
water supply, higher education
and govt housing contemplated

* Strategy to reverse industrial
slow down and decling in foreigr

investment

dies to target groups and a phased
increase in the charges for power,
irrigation, urban water supply, high-
er education, health, government
housing to cover their full cost
appears to be under consideration.

The "pro-poor" programmes on
the anvil are also significance
because of Assembly elections are
to be held in March.

Briefing newsmen, Yashwant
Sinha said "some ideas that could
be mcorporated in the pext budget
were discussed". He, however, con-
ceded that the prime ministerial
group while reviewing the econo-
my was seriously concerned about
the slowdown in industry, specially
the manufacturing and capital
goods sector, and the decline in
foreign investment inflows.

A medium term fiscal policy
paper prepared by" Finance
Secretary Ajit Kumar to achieve 9
?er cent annual growth apparently

rmed the basis for today's discus-
sion by Mr Vajpayee's choser  'm.
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