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"step surprlséé Iran

Dubai: Voicing surprise over In-
dia’s support to an IAEA resolution
on its controversial nuclear pro-
gramme, Iran on Tuesday threat-
ened to review its economic and
trade ties with all those countries
which voted against Teheran.,

It also threatened to
resume uranium enrich-
ment and block UN in-
spections of its nuclear
facilities unless the Un-
ited Nations’ nuclear ag-
ency TAEA retracted its
resolution that put the
country on the verge of
referral to the Security
Council for possible san-
ctions. “We were very su-
rprised by India,” Iranian
foreign ministry  spokesman
Hamid Reza Asefi told reporters in
Teheran, adding “We will send a
letter of objection to the countries
that voted for the resolution.”

Warning the 22 countries, which
voted for the resolution on Satur-
day, of economic consequences, he
said “Iran will revise these (eco-
nomic and trade) relations and
these countries will suffer. Our eco-
nomic and political relations are
coordinated with each other.”

.!\xi)&ﬁ

iranian President
M Ahmadinejad

Defending its decision to support
the resolution, India on Monday
hoped that it would not affect bilat-
eral energy cooperation and that it
would go ahead with the 7.4-billion
dollar trilateral gas pipeline proj-
ect through Pakistan if found eco-

nomically viable. For-
eign secretary Shyam
Saran said in New Delhi
that India supported the
TAEA resolution to avert
“a major confrontation”
between Iran and the in-
ternational community.
The IAEA resolution
told Iran to suspend all
uranium enrichment ac-
tivities, including urani-
um conversion, to aban-
don construction of a heavy water
nuclear reactor, and to grant access
to certain locations and docu-
ments.

Asefi said his country “has taken
the most steps to strengthen the
TAEA but the agency’s members
themselves move to weaken it. We
believe the agency’s power should
be strengthened. We act within the
frameworks of the NPT and its ad-
ditional protocol as well as the nu-
clear Safeguard. Agencies



“CPM asks govt
to shift focus
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THE CPM has asked the #anmo-.
han Singh government to reort-;
ent the focus of economic re-

forms. The Marxist party found a

new weapon in the latest Human

Development Report to hit out at

economicpolicies saying the gov-

ernment was solely preoccupied

with corporate profits.

Seeking increased investment
in social infrastructure, the CPM
has said that the Left parties will
mount pressure on the govern-
ment to keep CMP promises re-
garding “massive increase” in in-
vestments in agriculture, health
and education. The party said re-
versing the India‘’s decline into
deeper poverty and insecurity re-
quired a shift in focus of econom-
ic reforms from corporate profit
to people’s welfare.

The CPM claimed that it had
an alibi in the Human Develop-
ment Report (HDR), which
while ranking India at the 127th
position out of 177 countries on
the Human Development Index
and 58th out of 103 developing
countries on the Human Poverty
Index, said that translating eco-
nomic success into human de-
velopment advances will require
publicpolicies aimed at broaden-
ing the distribution of benefits
from growth and global integra-
tion, increased public invest-
ment in rural areas and services
and political leadership to end
poor governance and address
gender inequality.

The party, in an editorial in
the forthcoming issue of the par-
ty organ People’s Democracy,
quoted from the report: “over-
coming the legacy of decades of
under-investment in develop-
ment and deep-rooted gender
inequalities posed immense
challenges. Political leadership
of a high order will be needed to

address these challenges.” .~ .-
. 8 //‘7/
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Gas pipeline
planon
despite UN
ban threat
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Islamabad, September 8 , e
Y

PAKISTAN AND India“said on
Thursday they were pressing
ahead with a $7-billion project to
pipe Iranian gas to South Asia, de-
spite alooming threat of UN sanc-
tions against Tehran.

Officials from both the coun-
tries discussed legal, financial,
technical and commercial as-
pects of the project at a meeting
in Islamabad.

Doubts have been cast over the
pipeline after Washington ex-
pressed concern about the project
because of its opposition to Iran’s
nuclear programme. .

The International Atomic En-
ergy Agency last week said qu-
estions remained about Tehran’s
atomic activities and confirmed
fran had re- I
sumed its ur-
anium pro- lRAN GAS
cessing work, # Both india and
setting the Pakistan said
scene for a they will go
gosm{ﬂf t\-;le- ahead with the

erral to the inali ;
- pipeline project
UN Security y tne countries

Council. “As .
far as were asserted their ;
concerned stand in the :

we are going face of possible
ahead”, pet- UNsanctions
roleum secre-  against fran
tary S.C. Tri-

pathy said. \31(;2/ q !
The two countries are likely to

issue a joint statement on Friday
outlining their progress in the lat-
est talks. The proposal to build
the pipeline has been discussed
for years but uneasy relations be-
tween nuclear rivals Pakistan
and India has prevented progress.

But the plan gained momen-
tum after a peace process be-
tween the two countries began
early last year, Pakistan earlier
said it wanted the project to be
completed by 2010, after which
the country would be facing an
acute gas shortage.

India has suggested the pipe-
line should initially bring 60
million cubic metres of gas a
day in the first year, which
should be upgraded to 90 mil-
lion cubic metres in the second
and 120 million in the third.

‘?:‘ .
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“Where the outcome

Q Qe ]
&' cWis important

he attempt at preparing an outcome budget to
monitor public expenditure is by itself laudable
even though the first ever attempt might have
fallen short of expectations. India joins a list of
select countries, which have institutionalised a mechanism
to measure the development outcomes of all government
programmes. When properly structured, the outcome bud-
get can become an important tool in the management of
public finance, ensuring cost effectiveness of outlays while
simultaneously ensuring that the money spent is accounted
for. As it would indicate expenditure incurred on specific
projects along with the physical progress achieved during
the year, the document will serve as a reference point for the
next year’s budget. A pre-requisite to the exercise is trans-
parency in government finances. Earlier this year, the Gov-
ernment decided to place in the public domain relevant
information on spending by the Central Ministries so that
those who have a stake as well as public-spirited citizens can
scrutinise how the money is spent. The outcome budget
takes the process further: in what is termed as a pre-expen-
diture process, it will set targets to be achieved along with
timetables for each project or programme. That way fi-
nancial outlays are expressed in terms of physical targets
that can be more meaningfully monitored.

Inevitably the first attempt, even by the Government’s
admission, has not yielded “a perfect document.” The Gov-
ernment needs to build the requisite skills, knowledge, and
attitude to draw proper lessons from the exercise that calls
for much more than Juxtaposing sanctioned expenditure
with the physical progress achieved. The expectation is that
there will be an increased awareness among government
servants of the need to concentrate on outcomes rather than
on the outlays. Although as many as 44 ministries and 61
departments have participated this year it is only plan ex-
penditure that is being monitored for now. The bigger chal-
lenge, as always, is to check non-plan expenditure. There
have been certain practical difficulties such as in bench-
marking the standards and quality of outcomes in certain
areas such as infrastructure where the outlays are huge.
Besides, it is not easy to evaluate, in one financial year, the
effectiveness of programmes or projects that typically take
many years to fructify. Programmes with a high sacial con-
tent need to be measured against specially developed bench-
marks. The Government has promised to set up a special
mechanism to monitor flagship programmes such as the
Bharat Nirman and the new national rural employment
guarantee scheme. The outcome budget is a welcome stepin
the direction of greater fiscal discipline. Obviously it needs
tobe further refined and enlarged if the results envisaged are
tobe achieved.
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PRICE OF AUTO FUEL GOES UP FROM TODAY

LPG

e

NEW DELHI, Sept. 6. — The govern-
ment today increased the price of petrol
by Rs 3 and diesel by Rs 2 a litre, but
spared kerosene and domestic

LPG. The Union Cabinet also
decided against a cut in excise pmes
duties on petrol and diesel.

“The hike will be effective
from midnight tonight,” petro-
leum minister Mr Mani Shankar
Alyar told reporters after a meet-
ing of the Union Cabinet, chaired
by Prime Minister Dr Manmohan
Singh. This is the second time
this year that the price of fuel
has been hiked to bring it at par with gal-
loping global oil tariffs. The prices were
last raised in June but since then, inter-
national crude prices have crossed $70 a
barrel.

Mr Aiyar said the government had
decided to issue bonds to oil companies
to make up for the loss on account of
selling petroleum products below cost.
Public sector oil firms — 10C, BPCL,
HPCL and IBP — lost Rs 14,500 crore
this fiscal on selling fuel below the cost.
“The value of bonds, the structure and
duration (tenure) will be decided by the
finance ministry in consultation with the
petroleum ministry,” Mr Aiyar said.

Later, briefing reporters, the petrole-
um secretary, Mr SC Tripathi, said petrol
was under-priced by Rs 7.45 a litre to the
cost and diesel by Rs 5.15 a litre. LPG
was being sold at a loss of Rs 96 per
cylinder and kerosene price was dis-
counted by Rs 12.85 a litre.

Despite the Cabinet decision to allow
oil marketing companies (OMCs) to hike
the retail prices of petrol and diesel, at
least two public sector companies,
including the IBP, are expected to incur

YA,
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LPG spared,
petrol snared

“"Sp»e’ed-breakér” |

s ~atuded Previous Present
Kolkata 43.77 46.77
Delhi 40.49 43.49
Mumbai 4591 48.91

* Chennai 4424 47.24

*
Previous  Present
Kotkata 30.79 3279
Delhi 28.45 30.45
Mumbai 35.19 37.19
Chennai 31.50 33.50
‘ﬁupeesperlitfre ‘

major losses during the current fiscal
owing to surging international crude
prices, Mr Tripathi said. The IBP would
have been declared a sick company in
two months had the prices not been
raised, he added. While the maximum
burden would be shouldered by the
petroleum industry, absorbing around 51
per cent of the deficit, the government
would bear 36 per cent and the consumer
13 per cent by way of a price hike.

The oil bonds would be issued by the
end of this week to mop up at least Rs.
10,000 crore. He said the current
increase will net-about Rs 5,
while the refineries would give a market
discount to the tune of Rs 14,000 crore to
the OMCs.

Mr Tripathi expected the current glob-
al price spiral to stabilise as a rise in sum-
mer months was unprecedented. In such
a scenario, the domestic retail prices
would also not have to be changed dur-
ing the current fiscal, he predicted.

More reports on pages 4, 9
Bus fares may go up: Kolkata Plus I
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Your fuel bill will go

up from tomorrow

A
b

HT Correspondent
New Delhi, September 5

THE STAGE is set for another
round of hikes in prices of petro-
leum products. The Cabinet meets
on Tuesday to decide on the quan-
tum of increase even as Left par-
ties made a last-ditch effort to
come up with a formula to offset
the huge losses o0il companies
were making ever since global
crude prices hit the roof.
Knowing that the issue could
spark off another battle with the
Left, Prime Minister Manmohan

WHAT IYAB WANTS

NAEa
ot K\

| Cabinet will take a decision on
pricing petroleum products
when it meets on Tuesday.

CPI general secretary A.B.
Bardhan said after the meeting
with the PM that he had suggest-
ed lowering of excise duties and
that states too should be asked to
reduce taxes. “But he (Prime Min-
ister) had a counter-argument
that while it was true excise earn-
ings were going up, dividends of
0il PSUs had gone down to almost
zero level,” Bardhan said. He also
quoted Singh as saying that the
revenue budget of the states was

Singh spent the better part of in a very bad shape.

Monday trying to build a consen- . In its memorandum to the PM,

sus. Singh met Left leaders and ar- M Hike of Rs 3/1t of the CPI(M) asked the govern-

gued that there a price hike was _ Petrol and diesel ment to do away with the levy of

now inevitable. ® Rs 20 more for LPG road cess on petrol and diesel
Petroleum  minister Mani  cylinders and forego increased customs

Shankar Aiyar, whose absence

and excise duties, which will all

from the last Cabinet meeting had resulted in
the decision being put off, is expected to ar-
rive from Dhaka early on Tuesday. Sources
said the petroleum ministry had proposed
raising petrol and diesel prices by Rs 3 per
litre each and LPG price by Rs 20 per cylinder,
besides suggesting a cut in levies on petrol
and diesel by Re 1 per litre.

Finance minister P. Chidambaram said the

make available Rs 5,800 crore to the govern-
ment. It also suggested other measures like
making additional crude cess available for
stabilisation fund, suspension of duty-free
benefit for exports, withdrawal of sales tax
concessions to private refineries which will
yield another Rs 5,000 crore. Also the report-
ed non-payment of additional excise duty of
Rs 10,500 crore by RIL should be recovered.
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India-Iran pipeline

proj lect on

PRESS Trust of ndia
Tehran, September 3

IGNORING PRESSURE from the
US, India and Iran on Saturday
dec1ded to go ahead with the pro-
posed 7.4 billion dollar gas
pipeline project to supply much-
needed natural gas through Pak-
istan and sign a framework agr-
eement by December this year.

“If all goes well there can be a
tripartite meeting of the concer-
ned ministers of India, Iran and
Pakistan to finalise a framework
agreement by December 31,” ext-
ernal affairs minister K. Natwar
Slngh said after holding wide-
ranging talks with his Iranian
counterpart.

In another major deal, Singh
said Tehran has agreed to supply
five million metric tonnes of lig-
uid natural gas to India annual-
ly. India had asked for 7.5 million
tonnes of natural gas supply.
Singh, who is here on a three- day
visit, said a preliminary frame-
work accord for the pipeline to
supply natural gas to India could
be made ready by November this
year. This is being considered
here as a key step to make the
project functional.

On the US opposition to .the
pipeline project, which was
mooted during the visit of then
Prime Minister Atal Bihari Vaj-
© bayee to Iran in April 2000, India

v

| us snuBBED

GO AHEAD

Despite pressure from America,
India and Iran have cleared the
7.4 billion dollar gas pipeline via
Pakistan

ROADMAP

if all goes well, there will be a
meeting of foreign ministers of
India, Pakistan and Iran in De-
cember

had made it clear that the project
was a purely bilateral one based
on commercial considerations
and it would not bow to any in-
ternational pressure.

Washington, which is oppos-
ing the sale of oil by Iran, has sa-
id that the money coming from
sale of gas to India could be used
for other purposes by Tehran, in-
cluding funding its nuclear pro-
gramme,

Keen to carry forward the am-
bitious project, petroleum minis-
ter Mani Shankar Aiyar had visit-
ed Tehran in June this year.

India also raised with Iran the
issue relating to renewal of stay
permit and ownership of prop-
erty rights for Indians living
here as Natwar Singh held talks
with Mottaki. Mottaki assured
natwar that he would look into
the issue, Singh said after the
hour-long meeting.
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Natwar charms
Tehran dailies

Tehran, September 3

EXTERNAL AFFAIRS min-
ister K. Natwar’s visit has
created a media splash in
Iran with leading dailies
front-paging pictures of
the smiling dignitary being
received by his counter-
part Manuchehr Mottaki.

Tehran Times, Iran's
leading  English  daily,
waxed lyrical about the
growing relationship be-
tween the two countries.

The daily quoted Motta-
ki as describing India-Iran
relations as “old, friendly
and expanding”.

It stressed the “deepen-
ing and expansion of bilat-
eral negotiations” in ener-
gy, culture and trade. Iran
News, another influential
paper, sounded equally up-
beat about relations and
the outcome of discussions
between Natwar Singh and
Iranian President Mah-
moud Ahmadinejad and
Mottaki.
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Govt to sell
8% stake
“'in Maruti

Disinvestment Expected To
Fetch Rs 1000 Crore

New Delhi: Aiming to raise
Rs 900-1,000 crore, the gov-
ernment on Friday decided
to offload 8 per cent of its eq-

uity in Maruti Udyog Ltd in.

favour of public sector fi-
nancial institutions.

The government holding
would reduce to 10.28 per
cent after the disin-
vestment in favour of
the psu financial in-
stitutions, including
public sector banks,
defence minister Pra-
nab Mukherjee told
reporters after a
meeting of the cabi-
net committee on eco-
nomic affairs, which
gave its nod to the
proposal. The disin-
vestment would be
done through compet-
itive bidding with the
market price as the g

Suzukl
Motor

94y 23«

tion on priority. The govern-
ment had earlier held 45.8
per cent of stake in MUL,
comprising 13.23 crore

shares of Rs 5 each.

In June 2003, the govern-
ment sold 7.94 crore shares,
constituting 27.5 per cent of
equity shares, through an

Institutionat Gth of Omers
Investor India
%

18+«

benchmark, he said.
With the current market
price of over Rs 513, the 8
per cent disinvestment
would fetch around Rs
1,092.69 crore. Maruti share
prices appreciated by over
Rs 28 on the BSE.

To a question, Mukherjee
did not give any timeframe
for disinvestment, saying
such a move does not have
any specific time as the
.ggres would be sold when

“thé market is bullish.

When asked whether all
allies of the UPA govern-
ment, includng the Left, sup-
ported the government
move, he said: “Today’s
Maruti is different from ear-
lier times. What is left (of
the govt equity) in Maruti?”
The government would ap-
point advisors to advise and
assist it in the sale transac-
tions, the defence minister
said. He said the amount re-
alised from the “non-strate-
gic” investment would be
utilised by the government
in sectors that require atten-

initial public offering.

The government mopped
up Rs 993 crore from the IPO
by selling shares at Rs 125
per share of face value of Rs-
5. It now holds residual
shares of 18.28 per cent,
comprising around 5.28
crore of shares, of the total
equity of MUL. -

Earlier, heavy industry of-
ficials had said the ministry
would support the proposal
to offload 8 per cent govern-
ment equity in MUL if the
sales proceeds are used for
social sector projects.

Ministry officials said if
the funds were parked in the
national investment fund
(NIF), it would justify the
disinvestment. Recently, the
department of disinvest-
ment had formulated a note
tooperationalise the NIF
The MUL disinvestment is
expected to operationalise
the fund, created for assist-
ing the social sector and re-
structuring of public sector
Units. T™N & Agencies

P

134
L&



Mega outsourciﬁg contract
for Indian infotech firms

HT Corporate Bureau Q-
New Delhi, September 1 \/\
ABN AMRO has signed a multi-mil-
lion dollar deal with Indian IT bell--
wethers Infosys Technologies, TCS .
and Patni Computers for applica-
tion support and development, giv-
ing a major boost to India’s global -
delivery model.

The Infosys deal amounts te $140
million while TCS’s landmark en-
gagement is expected to generate
revenues over 200 million euros.

The five-year global deal is part of
ABN Amro’s $2.2 billion global con-
tract for outsourcing its IT infra-
structure, application support and
enhancement and application devel-
opment. The offshore component of
the deal, which is the single largest
multi-year European contract, is es-
timated at $500 million.

Infosys Technologies chief Nan-
dan M. Nilekani said: “We have a
committed business of $140 million
with the potential of going up to $250
million in the coming years. It in-
cludes committed volumes in North
America, Europe and Asia Pacific

N
PAN
\

a&xd the right to bid as a top five serv-:
ice pravider for application develop-
ment projects with the bank.”

Following a competitive tender,
ABN Amro has reached an agree-
ment with five vendors including
TCS, Patni, Accenture, and IBM in
addition to Infosys to improve the
performance of its IT services and
realise efficiencies.

IBM has bagged the infrastructure
management part of the deal. It in-
volves the basic network, servers and
other hardware within the company.

S. Ramadorai, MD and CEO of
TCS, said: “The milestone engage-
ment with ABN Amro is a valida-
tion of our global delivery strategy.”

Narendra Patni, CEO of Patni,
said, “Over the years, Patni has
helped companies transform busi-
ness operations by using global de-
livery as a strategic weapon.”

Infosys said it had been using the
modular sourcing model for a long
time. “We have always believed that
the corporate world is moving to-
wards this model, where the best of
the breed in each space bags a part
of alarger contract,” said Nilekani.

—~f
s

B ;I,Di l.{: .,

T e,

NEW VISTAS

= 1T infrastructure con-
tract awarded to IBM

wApplication support and
enhancement to TCS and
Infosys

wApplication development
to Accenture, IBM, Infy,
TCS and Patni

TRIMMING DOWN
mABN Amro trimms its IT
workforce to around
3,500 personnel
u After layoffs, some 1,500
jobs have been slashed
mldea was to save
$1 billion annually
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Singh tackles Left

on ECOIIQIII

OUR BUREAU

New Delhi, Aug. 25: The
Prime Minister’s Left allies
were left with red faces for
the second day today as
Manmohan Singh dropped
all pretence of trying to
hide differences over eco-
nomic policy.

He went ahead and an-
nounced his reform agenda.
such as relaxing labour Jaws
and allowing foreign invest-
ment in retail.

For the second day, he caus-
ed embarrassment to CPM
leaders in Delhi by praising
Buddhadeb Bhattacharjee’s
government in Bengal and str-
essing how there were differe
nces between the commuunists
in Calcutta and in the capital.

CPM politburo member
Sitaram Yechury bristled.
“The Prime Minister has been
very appreciative of our chief
minister. We are telling him
‘please emulate him'.”

After saying yesterday
Bhattacharjee is a role model
for other chief ministers,
Singh commented in an inter-
view to a consultancy firm’s
putlication that Bengal re-

\.‘

OOn publlc sector
Shares of profitable companies,
other than navratnas, to be sold in
the market

¢On labour laws

Not hire and fire, but more flexible
framework, particularly in

public sector

‘o0n foreign investment
Think big, with the ambition to Beiin:
the same league as the Chinesé

#On retail trade
Foreign investment can be allowed

S q(‘_\

G x. ‘.‘ﬁ SRR

after protecting small shopkeepers

POINTS |

What is good for Bengal
is also good for country

alised the need for labour mar-
ket flexibility.

“It is my task to carry con-
viction to our Left colleagues
in Delhi. I haven't given up,”
het:" the McKinsey Quarterly
Jow. nal.

11 a change from his char-
2:  -istic non-controversial
st the Prime Minister ap-
& .edletermined to address

colt issues like labour
1arket refornypublic sector

divestment and foreign invest-
ment in retail trade.

All three are anathema to
the Left. Yechury evaded com-
ment on labour reform, but
said caustically: “Have land
reforms. Empower the land-
less peasantry, That is what
Bengal has done.”

Singh made a strong argu-
ment for labour reform, but
added: “We don’t have the
broad-based consensus in our

ic policy

coalition for me to assert that [
can move forward in a big
way.”

Gurudas Dasgupta, an MP
belonging to the CPI, said: “We
are alarmed at the Prime Min-
ister’s statement.”

Singh also expressed hope
that he would be able to get
round the Left's objection to
foreigm.- ‘investment in retail
trade.

“I am convinced that we
can work out a package that is
fair.. that will not hurt our sm-
all shopkeepers but will create
alot more employment.”

The Prime Minister hoped
that he would be able to per-
suade his “patriotic” Left col-
leagues.

Addressing Singh's hint of
differences in the CPM - be-
tween Bengal and Delhi —
Yechury said Bhattacharjee
had not deviated from the
party’s principles.

The three yardsticks are
that foreign investment is wel-
come if it increases productiv-
ity, creates jobs and upgrades
technology.

“Wewant the (central) gov-
ernment to,apply these $ame
conditiens;* Yechury said«



CRIER Favours 49% Foreign Stake But Gradually

Congress MPs join voice
in anti-retail FDI fhorus

Our Political Bureau

NEW DELHI 24 AUGUST

HE Opposition as well as

the Left’s efforts to stall FDI

inthe retail sector, got sup-
port from an unexpected quarter
— Congress members in the Ra-
jya Sabha, on Wednesday. Con-
gress’ PJKurien said, the Centre’s
move was against the interest of
the domesticretail sector. He also
asked the government not to
proceed with its plan.

The development, which has
brought to public glare lack of
support for the Centre’s new pol-
icy initiative within the Con-
gress, may sap the government’s
enthusiasm over proposed
changes in the retail policy.

The BJP benches sought as-
surance from commerce minis-
ter Kamal Nath that his depart-
ment will not make any forward
movement in the direction of
opening up the sector. The Left
pointed to the Congress’ own
reservations towards demand
shelving of the new policy plan.
Mr Nath, however, refused to
give any assurance to the House.

The development cannot but
be distressing for the govern-
ment as the department of in-
dustrial policy and promotion
(DIPP) isin the process of prepar-
ing a Cabinet note for allowing
foreign investments in retail
trading ventures.

Areportby the Indian Council
for Research on International
Economic Relations (ICRIER)
had made a strong case for open-
ing up the sector to foreign in-
vestors. The report was comimis-
sioned by the consumer affairs
department. The ICRIER had
recommended that at least 49%
FDI be allowed in the retail in-
dustry initially. However, since
domestic retailers are still in the
process of consolidating their po-
sition, the opening up should be

eft wants
hange in

W %geforms
I\
&

) | THE Left parties on Wednesday |

course

New Dethi
24 AUGUST

called for a “course correction” in
economic reforms so that the ;
benefits could filter down to the

a1 | masses. The Left warned that in-

a gradual process.

The ICRIER study seems to be
of the view that organised retail-
ing has significant backward
linkages through setting up of
supply chains, investment in
food processing industry and
manufacturing units, increased
productivity of agriculture,
growth of interlinked sectors
such as tourism and IT.

Mr Nath on Wednesday said,
according to his ministry’s assess-
ment, consumers would gain
from organised retailing, since it
leads to lowering of prices and
brings improvement in the qual-
ity of products. There have been
reports that retail majors like Car-
refour, Wal-Mart, 7-Eleven and
Auchan are keen to enter the In-
dian retail business. Pricewater-
houseCoopers (PwC) has ranked
India among the six most attrac-
tive destinations for investment
in retailing alongside countries
like China, Turkey, Thailand,
Malaysia and Hungary.

equitable growth could lead to
social unrest.“There’s a need to
review reforms or else it could
lead to social strife,” said D Raja,
CPI national secretary. Mr Raja
was addressing a seminar on
Poverty Alleviation and Eco-
nomic Reforms, organised <by
Assocham.

“It's not that the Left does not
want creation of wealth, but we
have to see how its equitable dis-
tribution is taken care of. Eco-
nomic development will have to
take place along with social jus-

tice,” Mr Raja added.
Addressing industry captains,
CPI(M) politburo member

Sitaram Yechury said poverty
eradication was economically
beneficial as it would expand
the market. Mr Yechury added
that production and consump-
tion level of foodgrain had fallen
since economic reforms began in
the 1990s and now it stood
where it was during WW IL.“Re-
forms have widened inequity,
but it cannot be done away with.
However, a measure of regula-
tion must be introduced,” he said.
Mr Raja said problems had arisen
as the process had been taken up
because of a “crisis and according
tothe diktats of some other coun-

tries.”
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«” What

N Outcome udget
measures the develop
ment outcome of all gov-

_ernment programimes. For in-

stance, it will tell a citizenifmoney
has been allocated for building a
primary health centre and
whether the centre has indeed
come up. In other words, it is a
means to develop a linkage be-
tween the money spent by a gov-
ernment and the results which
follow. The concept has developed
in many democracies to make
budgets more cost effective.

According to experts it signals
the emergence of an important
tool for effective government
management and accountabili-
ty. Earlier too, there have been
efforts to bind government ex-
penditure to results, like zero
based budgeting. But experts ac-
knowledge that an outcome ori-
entation is a better means to
achieve the same objective.

In India, the central govern-
ment has decided that with effect
from this fiscal year, it will put up
in the public domain, informa-
tion about spending by min-
istries, so that all stake holders,
including the people’s represen-
tatives, civil society and the in-
tended beneficiaries of the
schemes and projects can scruti-
nise how well a project has been
implemented. This will ensure
value formoney for government
expenditure.

How will it change the way
the government works?

It is expected to change the
mindsets of government officials
to become more result oriented,
instead of -outlay centric. Cur-
rently, most departments meas-
ure the extent of their work in

is an Outcome B

terms of their budget, instead of
the benefits that the citizens de-
rive from them work.

Since most ministries and de-
partments have developed citi-
zen'’s charters, it should, there-
fore, be possible to achieve the
deliverables mentioned in the
charters through the Outcome
Budget exercise.

What is the schedule for the
exercise?

The Outcome Budget would be
applied on plan schemes in this
year, as it is easier to link expen-
diture with results for such in-
vestment programines.

Finance minister P Chi-
dambaram has said from next
year, the expected outcomes for
non-plan expenditure would be
similarly compiled. Non plan ex-
penditure includes salary and
pension for government em-
ployees, defence expenditure,
interest payments on govern-
ment debt and subsidies.

Very soon, the outcome budg-
etcould become a part of the reg-
ular budgetary process and could
be finalised within three months
of the presentation of the annual
Union Budget. This would
mean, every ministry would
have to present its preliminary

Outcome Budgets while pro-
posingitsdemand for grantsto the
ministry of finance. 1t is a sort of
examination-of expenditure be-
fore they are made, instead of a
postexpenditure scrutiny. The Ex-

penditure Finance Committee for
instance, which sanctions govern-
ment plans of upto Rs 100 crore,
has recently modified its rules and
decided to ask for clear definition
of outcomes at the stage of plan-
ning a programume.

At the end of the year, we
should ask not how much has
been spent, but what has been
achieved, the finance minister
said, explaining the rationale for
the exercise. Admitting that con-
verting outlays into outcomes is
a complex process, which may
differ from ministry to ministry
and programme to programme,
Mr Chidambaram said, adminis-
trative ministries have to devel-
op a commitment to make the
exercise successful.

In addition, converting out-
lays into outcomes will require
ensuring the flow of right
amount of money at the right
time to the right level, with nei-
ther delays nor parking of
funds, effective monitoring and
evaluation systems, which indi-
cate the areas requiring further
calibration and honing, of
processes to deliver the intended
outcomes, and the involvement
of the community or target
groups for whom the schemes
are meant.

Which agencies will monitor
whether theremltsambeing
achieved?-. .

The exerciseisa ]omt effort of the
finance ministry and the Plan-

udget?i

ning Commission. The latter is
giving final shape to the consoli-
dated Outcome Budget of the
administrative ministries, after
detailed discussions with them.
The document will also be put up
on the web for the people to give
their comments.

A new division called the Pro-
gramme Outcome and Response
Monitoring Division has been
created within the Planning
Commission to coordinate the
initiative. The Division will try to
bring a fair degree of uniformity
of approach across the min-
istries, but with due regard to the
special nature of their collective
responsibilities,  programmes
and projects.

This means, that while it is rel-
atively easy to find out if the de-
fence ministry has spent its Bud-
get to buy a new weapons sys- -
tem, it is far more difficult to
establish if the Rs 100 crore spent
on a block has helped families to
move above the poverty line. So
the yardsticks have to take into
account such differences.

What will be the yardsticks
to measure outcome?

Some of the common yardsticks
to be employed include standar-
dising the unit cost of delivery,
benchmarking the standards
and quality of outcomes and ca-
pacity building for requisite effi-
ciency at all levels, in terms of
equipment, technology, knowl-
edge and skills.

Thus, implementing agencies
will have a clearer idea of what is
expected of them, and can be

"gauged against agreed perform-

ance indicators, having. greater
flexibility on the use of money to
achieve given outcomes.

copotie
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“Employment Bill
tabled in House

L

Jobs not a dole, but_right of rural masses

SAROJ Nagi g 4 ?*W
New Delhi, August 18 &u*
CONGRESS PRESIDENT Sonia Gandhi
put her and her party's stamp on the Na-
tional Rural Employment Guarantee
(NREG) Bill which promises to socially,
economically and politically transform
the face of rural India by guaranteeing
100 days of employment to job seekers
with a minimum wage of Rs 60.

In her first speech since the Congress-
led UPA government came to power, So-
nia unfolded the vision behind the UPA
government's "landmark” legislation,
taken up in the Lok Sabha on Thursday.
The Bill would address two key issues -
unemployment and lack of rural infra-
structure — by offering employ-
ment not as a "populist measure" or a
"dole" but as a "right" of rural masses.

The legislation and its amendments
were piloted by Rural Development Min-
ister Raghuvansh Prasad Singh whose
vigorous espousal set the tone of the de-
bate. Kalyan Singh (BJP), who initiated
the debate, Nitish Kumar (JD-U), D P Ya-
dav (RJD) and Hannan Mollah (CPM)
and youngsters like Jyotiraditya Scindia
(Congress) were among those who spoke
on Thursday. The speeches reflected a
broad consensus on the Bill.

Even as Sonia commended Prime
Minister Manmohan Singh's support to
the Bill, her party is expected to use it to
give a fillip to the slogan of "Congress ka
haath, garib ke saath", give economic re-
forms a human face and jostle with the
Left for the "pro-poor” constituency that
once belonged to the Congress and Indi-
ra Gandhi.

The PM is likely to intervene in the
debate on Monday. The new law would be
backed by legal and enforceable guaran-
tee, Sonia said.

She addressed the concerns of scep-
tics about financing the scheme. "An
economy that is growing at 7% per year
can and should find tahe resources for
such a crucial intervention.”

The real challenge was to make the
legislation work so that it impacts the
lives of the rural masses. "We need to rid
ourselves of the sab chalta hai attitude,”
she said. Kalyan Singh demanded ex-
tending the Bill to include the urban

Sonia Gandhi: True to her word

poor. Nitish Kumar said 100 days em-
ployment was insufficient. He demanded
removal of the provision of filling up ap-
plication forms as it threatened to create
middlemen.

Scindia quoted Aristotle to underline
the importance of the Bill brought by So-
nia, the PM and the Congress to trans-
form rural India. "It shows there is no
difference in our niti and niyat, our kat-
ni and karni," he said, taking a swipe at
the BJP which promised one crore jobs
annually but fostered a 0.075 % negative
employment growth rate and added 3
million to the category of educated un-
employed.

By combining economic growth with
generation of employment opportuni-
ties, the UPA will, through the NREG
Bill, help bridge the gap between politi-
cal and economic equality, bring the poor
into the centre of the reforms agenda
and take power to the grassroot level,
Scindia said. The programme "will be
self-targeting, self-liquidating and self-
adjusting”, he said, with India Awaken-
ing and not (NDA's) India Shining as its
theme song.

He struck an emotional chord by re-
calling his father Madhavrao Scinda's
words: "The country must be told that
there's a plan of action and that there is
light at the end of the tunnel... The
weaker sections and the BPL must never
be lost sight of."
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There has been no proper debate in India on the welfare state

Economists d%n

n astonishing amount

has been written ab-

“out the proposed em-

ployment guarantee

act. But the debate
over this act was often more like
ships passing each other in the
night than an actual debate. The
Right — in the economic sense of
the term — has been sceptical that
the EGA might be administratively
untenable, fiscally imprudent and
unsustainable. The Left, for its part,
has been correct in thinking that we
will have to think more creatively
about social guarantees to a large
number of citizens for whom the
undoubted benefits of wealth cre-
ation are still a distant gleam. On
the other hand, the Left does not
quite own up to the onerous respon-
sibility of macro-economic pru-
dence. So the debate is stuck bet-
ween unthinking idealism and
intemperate cynicism.

The debate on the EGA often has
the character of a non-debate, be-
cause the issues are never joined.
The Left thinks that throwing state
money with good intentions is the
solution to most problems. The
Right on the other hand, seems to
move from the plausible assump-
tion that throwing money is not al-
ways a solution to the more dubious
proposition that it is not a necessary
part of a solution. The Left is enam-
oured of a certain kind of idealized
statism, the Right of a knee-jerk
cynical anti-statism. The Left ar-
gues that more spending on welfare
is necessary, the Right cautions that
almost all of it will go waste. The
Right speaks of regulatory reform,
freeing up the markets, protecting
property rights, privatizing, remov-
inglabour market rigidities, balanc-
ing the budget as crucial ingredi-
ents of sound economic policy. The
Left gives all of these things short
shrift and argues instead for greater
spending on social security, employ-
ment guarantees, welfare schemes,
job security and so forth. The Right
wants to remove the barriers that
bind those who want to create
wealth. The Left is interested in the
fate of those who might not be able
to. The Right wants reform of the
state first; the left does not want the
cause of justice to wait till the state
puts its house in order.

f course, these contrasts are
O stylized. In principle, few

economists of the Right will
deny that they are for more social
welfare. They just disagree about
the means and strategies that will
make welfare programmes efficient
and sustainable. It is often patently
disingenuous of the Left to accuse

The author is president, Centre
for Policy Research
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those championing the cause of
trade and privatization to be anti-
poor. Nothing could be farther from
the truth. As Burke said, those who
yelp loudest on behalf of the poor
do not always do the most to help
them. But it has to be acknowledged
that sometimes excessive attention
to a particular class of issues relat-
ing to efficient markets can render
some important welfare challenges
invisible. It is more likely that econ-
omists on the Left will oppose some
of the market discipline and regula-
tory sanity of their colleagues on
the Right. But they have something
of a point in bringing to attention
the fact that India will, down the
line, need not just pro-market re-
form but something like a genuine
welfare state as well.

But an investment in technology
and authentic databases would also
help considerably. It is absolutely
astonishing that one of the IT
powerhouses of the world will not
use IT to improve the quality of gov-
ernment service delivery. The point
is that the debate can now move to
constructively designing new deliv-
ery systems. But instead it has been
caught in the quagmire, where half
of our economists are still thinking
in very traditional terms when it
comes to service delivery, and the
other half quite content to reiterate
their critique.

Second, Left and Right have ac-
quired material and intellectual
vested interests. This allows each
side to accuse the other of hypo-
crisy and thus ignore their argu-

The debate over the EGA has
also revealed much about the eco-
nomics profession in India. For one
thing, there are very few econo-
mists who seem to be willing to
dirty their hands with what one
might call mid-range design of so-
cial service delivery systems. We all
agree that the state is a corrupt and
leaky bucket. But what is astonish-
ing is how little effort goes in to de-
signing better monitoring and in-
centive systems for state program-
mes. Admittedly, a very complex
cluster of vested interests stands in
the way of areal reform of the state.
But we are using these vested inter-
ests as too much of an alibi to even
try. Take, for example, the one
thorny issue in the implementation
of EGA, the problem of fake muster
roles.

This problem could be addressed
in substantial measure if we had
better monitoring systems. The
right to information is one compo-
nent of such a monitoring system.

‘ Does macro-
economic prudence
necessarily require
giving up welfare
ambitions? ,

P

ment. Organized labour is part of
the Left’s political constituency. It
therefore sacrifices future job cre-
ation by excessively protecting the
present incumbents of the organ-
ized sector. The Right, on the other
hand, is so focussed on its target au-
dience, capitalists, that it feels the
existential burdens of many in the
rest of society far less. Even if one
were an ardent supporter of pro-
market reform, it would be foolish
to shut one’s eyes to the enormous
social challenges occasioned by our
economic success that will require
state intervention. But both sides

't argue

m content to expose each other’s

hypocrisies.

Third, there is also a curious
kind of self-selection in terms of in-
tellectual interests of economists of
the Left and the Right. There are
very few from the Left who take
things like public finance and regu-
lation seriously as intellectual pur-
suits, and very few from the Right
who bring their analytical talents to
bear upon designing welfare sys-
tems. They can thus easily remain
immune to each other’s concerns.
And finally, the public debate, at
least, is dominated by implausible
extremes. On the one hand, you
have claims like those made by Sur-
jit Bhalla, that there is very little
agrarian unemployment, and on
the other hand, those made by Utsa
Patnaik that there is very little
poverty reduction. In the public de-
bate, such polemical positions sim-
ply crowd out the space for cons-
tructive engagement.

ing in a fool’s paradise if we

think that we do not need a se-
rious welfare state. A properly run
EGA could be one element in the
construction of such a state. I hap-
pen to think that the scheme is not a
bad idea with two caveats. First, we
should invest in capacity-building
for monitoring; and second, I am not
entirely convinced that we should
set the wages at minimum wage for
such a scheme. But there can be a
proper debate about designing the
details of the scheme.

But the larger point is that I am
not convinced why the Left and the
Right have to always talk past each
other. Why cannot we have disin-
vestment and increased social spen-
ding? Why can’t we have greater
labour-market flexibility and more
social protection for labour? Does
macro-economic prudence neces-
sarily require giving up welfare am-
bitions? Can tough thinking on in-
centives and governance be recon-
ciled with a more robust sense of
justice? Can there not be a grand so-
cial contract where we free up every
obstacle to the creation of wealth,
but with mechanisms in place to
better the condition of the least
well-off substantially? Why can't
the Left give up on untenable subsi-
dies and the Right its implacable
hostility to a measure of welfare?

The Left often speaks a language
of idealism without responsibility,
the Right invokes the discipline of
responsibility without due consid-
eration to justice. If they took each
other’s concerns seriously, we could
have a genuine argument. Other-
wise much of what passes as debate
is theoretical posturing, an elabora-
tion of self-confirming assump-
tions that do little to address
concrete problems.

F or what it is worth, we are liv-

T —————
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13 PSUs OFF DIVESTMENT LIST

Sgake sale
S

NEW DELHI, Aug. 16. —
Against the backdrop of a
raging controversy over the
decision to disinvest 10 per
cent stake in Bhel, the gov-
ernment today called off
strategic sale of stakes in 13
other profit-making PSUs,
such as HPCL, Nalco,
Shipping Corporation and
National Fertilisers.

“In keeping with the
National Common Mini-
mum Programme (NCMP)
guidelines, it has been
decided to call off the
process of disinvestment
through strategic sale of 13
profit-making PSUs,” the
Union minister of state for
finance, Mr SS Palanima-
nickam, said in a written
reply in the Rajya Sabha,

The move overturns the
NDA government’s deci-
sion to put up 18 PSUs for
strategic sale.

Later, finance minister
Mr P Chidambaram said
strategic sale of stakes in
PSUs wasn’t the “right
option”. “We don’t think
that strategic sale is a
transparent method... I
believe that strategic sale
is no longer the proper
approach to adopt. It rais-
€s more questions and is
not the preferred route,”
he said dismissing a sug-
gestion that the decision
was taken under pressure
from the Left.

Mr Chidambatam said

m]g 9 G Al

elved

Unions rap PM

KOLKATA, Aug. 16.— The
major Left trade unions today
denounced as “one-sided” the
Prime Minister's statement
that workers had a respon-
sibility to cooperate with the
management to ensure
profitability and said his
speech made no mention of
retrenchments and other anti-
labour policies, — SNS

that rather than strategic
sale, the government was
considering the public
offer route to sell minority
stakes in PSUs. “This is
what is being discussed,”
he said, adding the gov-
ernment would also con-
sider residual stake sale on
a case-to-case basis.

The companies that have
been taken off the divest-
ment list include National
Aluminum Company Lid,
Shipping Corporation of
India, National Fertilizers
Ltd, Hindustan Petroleum
Corporation Ltd and

. Engineers India Ltd. Balm-

er Lawrie, Hindustan Paper
Corporation, State Trading
Corporation, National Buil-
ding Construction Corpo-
ration, Engineering Pro-
jects India Ltd, Sponge Iron
India Ltd, Manganese Ore
India Ltd and Rashtriya
Chemicals and Fertilizers
are the others which won’t
be privatised.

The Centre’s decision
has, predictably, enthused
the Left parties.
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BHEL dlvestment on hold

HT Corporate Bureau \/\ \
New Delhi, August 5

THE GOVERNMENT has put the disin-
vestment of BHEL and residual share-
holding of Maruti Udyog on hold as some
of the UPA constituents have raised ob-
jections to it. The disinvestment of
navratna PSUs will be taken up only after
arriving at a consensus on the issue.

"The disinvestment of BHEL has been
put on hold. I cannot tell you the time-
frame for the issue to be resolved. The
reason is that some parties have objected
to the sale of government's stake in the
company. We will look into all the objec-
tions to the sale. We do not want to
steamroll our way," said Heavy Indus-
tries and Public Enterprises Minister
Santosh Mohan Dev.

On the issue of disinvestment of
navratna PSUs, he said that it was under
discussion, and meetings would be held
with the Prime Minister, the Finance Min-
ister and Sonia Gandhi on the issue.

The government holds 67.72 per cent
stake in BHEL. A Cabinet decision was
taken earlier to offload 10 per cent through

Hellance offers discounts

RELIANCE INDUSTRIES has offered
trade discounts to all refining and
marketing companies. "Reliance has
offered trade discounts. We expect Rs.
1,500 crore discount from all stand-
alone companies,” said Indian Oil
Corporation chairman Sarthak Be-
huria on the sidelines of a directors'
certification programme on corporate
governance organised by Standing
Conference on Public Enterprises. Of
the total Rs 1,500 crore discount, I0OC
is likely to get Rs 700 to Rs 800 crore,
he said. I0C is also negotiating dis-
counts on LPG and Kkerosene it buys
from Reliance to minimise losses due
to price freeze. I0C's borrowings are
also likely to increase from Rs. 19,000
crore due to the cash losses.

an initial public offer. The government's
stake in Maruti is a tad over 18 per cent.
The minister said that this issue was not
in his pocket.

The proposal of Heavy Industries Min-

6 (o

1str2 to s?ell its stake in Tlde Water Oil will
be put before the Board for Reconstruc-
tion of Public Sector Enterprises (BRPSE)
when the case for revival for the holding
company Andrew Yule is taken up. Earli-
er, the government had indicated that it
wanted to sell the entire 27 per cent stake
in Tide Water Oil.

The Finance Ministry has agreed to
look into the demands of the Ministry of
Heavy Industries and Public Enterprises
for more funds to revive the sick PSUs
whose cases have been recommended by
the BRPSE.

"Yesterday, I had discussions with Fi-
nance Minister P. Chidambaram and
Planning Commission Deputy Chairman
Montek Singh Ahluwalia. They have as-
sured to look into the demand," said Mo-
han Dev.

So far, the government had written off
large sums of money of PSUs which the
BRPSE had recommended for revival, he
added.

In many cases (of revival), the Finance
Ministry has recommended that the funds
needed for the purpose be raised from the
sale of assets of companies themselves.
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'é'urgaon incident will not impact

FDI inflows: MNC Sll}I'VE{};’

Special Correspondent

NEW DELHI: An overwhelming 80
per cent of the CEOs of the mul-
tinational companies, polled by
the ASSOCHAM Business Ba-
rometer (ABB), say that the Gur-
gaon incident involving labour
clashes at the Honda facility will
not have any impact on the con-
fidence of foreign investors in
India.

Most of them including a vast
majority from the Japanese
firms based in India responded

to the ABB poll saying that Gur-
gaon-like incidents arenot pecu-
liar to India and such skirmishes
can happen anywhere in the
world including the most ad-
vanced industrial economies
and that they do happen.

As many as 73 per cent of the
150 CEOs said the incident was
blown out of proportion and was
given extra mileage.

The overexposure to the scuf-
fle between the police and the
labour in the Delhi suburb could
have damaged the country’s im-

age as an investment destination
but for the Government’s inter-
vention at the highest level, they
said. “The unfortunate Gurgaon
incident was an isolated case and
cannot be seen as a pattern as is
clear from the informed percep-
tion of the MNCs including those
from Japan, some of whom have
been operating in India for the
past 50 years,” said ASSOCHAM
president Mahendra K. Sanghi.
Although over 50 per cent of
the corporate heads believed
that India has its institutional

9' B ﬂh7w

M

mechanism in place, as demon-
strated in the past six decades, at
times events overtake the sys-
tem. They underlined the need
for strengthening the mecha-
nism at the operationat level.
“The institutional mechanism
to tackle Gurgaon-like situations
has been more on paper than
showing the real impact at the
operational level.” This was the |
common refrain in the nation- |
wide ABB poll that was conduct-
ed three days after the|
unpleasant incident. }
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OUR SPECIAL q W “The Left will oppose us ag-

CORRESPONDENT

New Delhi, July 25: The Left
may have cried hoarse against
Bhel disinvestment, but in
Parliament it will not raise a
murmur of protest.

The Left leaders, who are
opposed to the government’s
decision to divest 10 per cent of
Bhel shares, are in a bind —
the conflict has lingered but
carrying it to Parliament
would give the BJP leverage.

The monsoon session of
Parliament began on a note of
camaraderie with Congress
ministers Pranab Mukherjee
and Ghulam Nabi Azad work-
ing out a floor strategy with
senior Left MPs to keep the
BJP at bay,

A ——

LW
Eoia

gressively but will also sup-
port us to the hilt,” said Union
parliamentary affairs minis-
ter Ghulam Nabi Azad.

On Bhel, the CPM’s Rajya
Sabha leader Nilotpal Basu
said: “We have articulated our
concern on the issue to the
highest leadership of the UPA.
We expect an amicable settle-
ment.”

The BJP’s strategy to
mount an offensive on the UPA
government has restrained
the Left. The main Opposition
party has tabled an adjourn-
ment motion for a discussion
on the government’s failure to
check infiltration from
Bangladesh. It also plans to
bring an adjournment motion
against Prime Minister Man-

Left mum on 1 Bhel in

mohan Slng}/k%r\‘ ‘praising”

British colonial rule in his
speech at Oxford University,

Basu said the Left parties
would support the govern-
ment on the floor of the House
and there was no question of
their siding with the Opposi-
tion party to corner either the
government or the Prime min-
ister.

Bhel, however, seems to
have put the Left on the back-
foot. The CPM did not expect
the row to spill over to the
monsoon session and had
hoped the government would
backtrack on the divestment
before that. But the UPA stuck
to its stand and so did the Left.
Several meetings between the
Prime Minister, UPA chairper-

son Sonia Gandhi and Left

House

leaders took place, but none
yielded results.

Basu could not say how
long it would take to resclve
the crisis but indicated that it
might be a long haul. “We do
not believe in deadlines,” the
MP said.

Senior Congress ministers
said the Left parties are with
the government and there is
no threat as long as they stick
to their political line to keep
the UPA government in office
so that the BJP does not gain
ground.

For the Left, therefore,
there will be two strategies
when it comes to the UPA. Out-
side Parliament, it will make
its opinions known loud and
clear, but once inside, the dif-
ferences will dissipate.
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BHUBANESWAR: The movement
against the proposed steel plant
of the Korean steel major, Po-
hang Steel Company (Posco) at
Paradip gathered momentum on
Sunday with the Communist
Party of India (Marxist) and
Communist Party of India op-
posing the Memorandum of Un-
derstanding signed between the
company and Orissa Govern-
ment.

Addressing a convention on
‘Our Mineral Resources and
Posco Deal’ here, CPI(M) gener-
al secretary Prakash Karat and
the CPI general secretary A.B.
Bardhan criticised the deal in
which the Orissa Government
promised a series of concessions
to the Korean company. Oppos-
ing the State Government’s deci-
sion to allow the company to
export iron ore, they called for a
nationwide campaign against
the venture.

“Review mineral policy”

Mr. Karat said the controver-
sy surrounding the Posco deal
was not an issue concerning
Orissa alone. “The issue should
be discussed with a national per-
spective as it relates to the ex-

Gk
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o Call for nationwide
campaign against venture
_ @ Country’s mineral policy
Is faulty as it aliows loot
of owr mineral wealth:
Karat ;

ploitation of our exhaustible
mineral resources,” he said.

Stating that his party was
against 100 per cent foreign di-
rect investment in exploration
and exploitation of various min-
erals, including iron ore, and 74
per cent FDI in exploration of
precious stones, Mr. Karat said
there should be enough checks
and balances to protect the in-
terests of the country and those
who would be displaced by
mining and industrialisation.
“We are not against FDI in the
mining sector. But the country’s
mineral policy is faulty as it al-
lows loot of our mineral wealth
by foreign companies. Unless we
challenge the country’s mineral
policy, we cannot fight the Posco
deal,” Mr. Karat said.

Blaming the United Progres-
sive Alliance Government and
Planning Commission for push-
ing the Posco project through,

2005

Left criticises Posco deal .

Orissa Government decision to allow export of iron ore opposed
Special Correspondent (\61 P RX

Mr. Karat said successive gov-
ernments at the Centre had tried
to minimise the role of the States
with regard to exploitation of
mineral resources.

He criticised the Orissa Gov-
ernment for going ahead with in-
dustrialisation without having
in place a mining policy or a pol-
icy for rehabilitation and reset-
tlement. Observing that the
tribal people were paying the
price for industrialisation, Mr.
Karat said no project should be
allowed to come up before the
completion of the rehabilitation
and resettlement of the affected
people.

‘MoU faulty’

Similar views were expressed
by Mr. Bardhan who termed the
Posco MoU “faulty.” “The pro-
ject should be opposed both in
the mining area as well as at Par-
adip where thousands of people
will be displaced and their live-
lihood would be affected,” he
said. The MoU was silent on the
issue of rehabilitation and reset-
tlement, he said.

Criticising the State Govern-
ment for promising all help to
Posco, Mr. Bardhan said that
Posco should not be given
mining lease where it will take

g LAl

A\

away iron ore by just paying
royalty.

Discussion needed

Eminent economist Prabhat
Patnaik said deals such as the
one signed with Posco should be
converted into agreements only
after they were passed by the
legislatures of different State
Governments. “We cannot allow
a handful of bureaucrats to take
decisions on matters relating to
utilisation of mineral resources.
We must guard against plunder-
ing of the mineral wealth and
ensure proper utilisation of the
same,” he said.

Prof. Patnaik stressed the
need for detailed discussion on
the timeframe within which the
mineral resources of a particular
State should be exploited. “Oris-
sa has to decide whether to ex-
haust the mineral resources
within 25 years, 30 years or 50
years,” he said. He said the pre-
sent form of industrialisation
would “leave Orissa a pauperised
State.” “A small bunch of people
in the cities benefit from suct
industrialisation,” he said while
stressing the need for protectior
of the interests of the tribal anc
marginalised people who woulc
be affected.




"ONGC signs MoUs with Mittal

gb al o1l giants

to acquire gl

PRESS Trustof India (., \\
New Delhi, July 23 \<\ \

OIL & Natural Gas Corporation and
steel tycoon L.N. Mittal on Saturday
joined hands for acquisition of oil and
gas companies abroad, with Canada-
based PetroKazakhstan their first tar-
get. .

Two joint venture companies floated
on Saturday by ONGC and Mittal
Group will target oil and gas opportu-
nities in Central Asian countries and
Africa, with the state-owned firm aim-
ing to capitalise on the steel giant's
'goodwill' in countries like Kazakhstan
to bag mega deals like PetroKaza-
Khstan.

The joining of the two titans is a
preparation for Indian bids for global
oil giants like Unocal, petroleum min-
ister Mani Shankar Aiyar said at the
ceremony to sign two memoranda of
understanding (MoUs).

ONGC, India's largest oil producer,
will hold a 49.98 per cent stake in both
the joint venture companies while Mit-
tal, who till now was focused only on
the global steel business, will have
48.02 per cent equity. The remaining
two per cent will be with ICICI.

ONGC Mittal Energy Ltd, a joint
venture between ONGC Videsh Ltd -
the overseas arm of ONGC - and Mittal
Investments SARL, would focus on ac-
quisition of oil and gas firms and ex-
ploration business.

The other company, ONGC Mittal
Energy Services Ltd, will look at relat-
ed businesses like refining, petro-
chemicals, pipelines, LNG, shipping
and energy trading.

"Our business is in oil-dominating
countries and governments there have

AP

Minister for petroleum and natural gés Mani Shankar Aiyar (standing ieft) looks on
as ONGC chairman and managing director Subir Raha (seated left) and Mittal
Group chairman and chief executive officer Lakshmi N. Mittal sign two memoranda

of understanding.

been telling us to get into oil business,"
said L.N. Mittal, chairman and CEO of
Mittal Group, which has a presence in
14 countries worldwide. The deal capi-
talises on ONGC's domain knowledge
in oil and gas and Mittal Group's ex-
pertise in global business.

Mittal said out of the 14 countries
where his group has business inter-
ests, six or seven have oil and gas op-
portunities. "We are basically focusing
on Central Asia and Africa," he added.

The target countries include Kaza-
khstan, Azerbaijan, Turkmenistan,

Uzbekistan, Indonesia, Angola,
Trinidad and Tobago and Malaysia.

ONGC chairman and managing di-
rector Subir Raha said the joint ven-
tures are for "securing energy security
of India through global resources."

Aiyar complimented Mittal's global
strides and said he has found an able
match in ‘"visionary" Raha who
"thinks out of the box and who is will-
ing to reach for the stars.”

"This is a partnership of strong and
confident (companies) to increase
their strength exponentially,” he said.




Tran-India pipeline project )
not to be abandoned: Aiyar

India’s enormous energy requirement capnot be met without Iran gas

J/

Special Correspondent

NEW DELHI: Close on the heels of
Prime Minister Manmohan
Singh voicing concern over the
security risks involved in the
Iran-Pakistan-India gas pipe-
line, Minister for Petroleum Ma-
ni Shankar Aiyar said on
Saturday that the country’s deal
with the U.S. on nuclear energy
was not a “quid pro quo” for
abandoning the $ 7.4-billion
pipeline project.
New Delhi will continue nego-
tiations with Islamabad and
Teheran on the gas pipeline to
achieve a project structure, Mr.
Aiyar announced while speaking
during the signing ceremony of
i the MoUs (memoranda of un-

derstanding) between the state-
I owned oil major, Oil and Natural
{ Gas Corporation (ONGC) and
| th N. Mittal Group, the
| wiorld’s largest steel producer, to
set up two joint venture (JV)
companies in a unique public-
private partnership.

Asked if India had agreed to
ground the pipeline project for
import of Iranian natural gas so
as to obtain nuclear fuel and
technology from the U.S. for
power generation, Mr. Aiyar
quipped: “I don’t think there is
any connection between the
two.”

The Prime Minister, during
his U.S. visit earlier this week,
had stated in Washington that
the pipeline project was “fraught
with risks” and expressed
doubts as to whether any inter-
national bankers’ consortium
would be ready to underwrite
the project.

Mr. Aiyar said: - .

“The Iran-Pakistan-India
pipeline project is fraught with
terrible risks. In my view, it is
going to be extremely difficult to
put together pfinancial consorti-
um to finafice the project and

run[/if[/és a world-class project,

H
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STEELY RESOLVE: Minister fé}Petroleum and Natural Gas Mani Shankar Aiyar
welcoming Chairman and CEO of Mittal Group L. N. Mittal at his office in New

Delhi on Saturday. - PHOTO:

But (India’s) enormous energy
requirement cannot be met
without accessing gas in Iran.”
Earlier, ONGC’s overseas arm,
ONGC Videsh Ltd. (OVL), inked
an MoU with Luxembourg-
based Mittal Investment SARL
for setting up a JV called ONGC-
Mittal Energy Ltd. The JV, in

&y

KAMAL NARANG

which the two partners are to
share 98 per cent equity in the
proportion of 51:49 with the bal-
ance two per cent stake going to
financial institutions, is to be en-
gaged in the exploration of oil
and gas as well as acquisition of
hydrocarbon assets and compa-
nies abroad.

Under another MoU between
ONGC and Mittal Investment
under the same shareholding
pattern, a second JV called
ONGC-Mittal Energy Services
Ltd. is to be involved in trading
and shipping of oil and gas, in-
cluding LNG, sourced from the
other JV company.
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AFTER DISAPPROVING the Indo-
US pacts signed during Prime
Minister Manmohan Singh’s trip
to Washington, the Left parties on
Friday felt that the country’s com-
mitment to the gas pipeline proj-
ect with Pakistan and Iran was
somewhat “diluted”.

Meeting two days before Parlia-
ment’s monsoon session begins,
the Left has expressed concern
over the Prime Minister’s state-
ment to an American newspaper
on the pipeline project. Its leaders,
who met under the chairmanship
of the CPI(M)’s Harkishen Singh
Surjeet, took exception to Manmo-
han Singh’s comment that the
project was “fraught with difficul-
ties” and that no international
consortium was ready to under-
write the project. This statement
i was “unfortunate”, the Left par-
ties said, when it was known the
US was opposed to the project and
was threatening Pakistan with
sanctions if it dared to go ahead.

The Left parties considered the
project “an acid test” of the UPA
government’s commitment to an
independent policy serving na-
tional interests. Left leaders de-
manded that the PM should clari-
fy his stand on the matter.
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Gas pipeline prQ]ect Ind%
Pakistan move ahead
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To appoint financial consultants so as to enter into a framework aqreement by Dec. '

Special Correspondent

NEW DELHI: India and Pakistan
have moved a step towards mak-
ing the long-awaited Iran-Pakis-
tan-India gas pipeline project a
reality. The two countries decid-
ed to appoint financial consult-
ants with the aim of entering
into a bilateral framework
agreement by December this
year.

A two-day meeting of a joint
working group concluded on
Wednesday with both sides
looking forward to starting work
on the project in 2006, with the
gas supplies expected to begin
from 2010.

According to Pakistan’s Pet-
roleum Secretary Ahmad Wagqar,
India has also agreed to partici-
pate in other transnational gas
pipeline projects in the region
such as the Turkmenistan-Af-
ghanistan-Pakistan (TAP) and
Gulf-South Asia projects. India
has been invited to attend the
next meeting of TAP’s steering
committee.

Releasing the joint statement
after the talks, he said the pro-
ject was essential for “sustain-

15 Jup 20

able and affordable energy” to
meet the needs of the two coun-
tries’ high economic growth
rates. While it was considered
too early for discussions on the
price of gas, the two sides agreed
on the crucial importance of
appointing financial advisory
consortia to advise on project
structure and related technical,
financial, commercial and legal
matters.

Framework agreement

It was also agreed that once
basic issues pertaining to the
project had been satisfactorily
resolved between the three
countries concerned — Iran, Pa-
kistan and India — they would
enter into a “Framework Agree-
ment.” In this regard, it was
agreed that the Indian side
would submit a draft text to the
Pakistan side before the next
meeting of the JWG, scheduled
for August in Islamabad.

Both countries agreed there
were common interests in re-
gard to technical aspects such as
size and specifications of the
pipeline, quality of gas, quan-
tum of gas required by both

India agrees to
participate in other
transnational gas
pipefine projects

sides and the build period. The
joint statement also said that
technical experts of both coun-
tries would meet soon to har-
monise the position to achieve a
project of international
standards.

The consultants, who are ex-
pected to be appointed by mid-
September, will submit their re-
ports by November-end. The
bilateral talks on these issues
are expected to pave the way for
a trilateral agreement involving
Iran as well, according to Pet-
roleum Secretary S.C. Tripathi,
who led the Indian delegation at
the JWG.

Safety standards

Mr. Waqar said the aim was
to complete the project by 2010
as Pakistan was projected to be-
come a gas deficit country by
then. Pakistan would initially be
importing 10 million standard

cubic meters per day raising it |
to 60 mmscmd over the next |
five years. India was considering |
importing 60 mmscmd initially
and increasing the quantity to
90 mmscmd over a three-year
span. However, the framework |
agreement would address all
concerns of safety of pipeline
and safe delivery of gas.

The joint statement said the
two sides would initiate the
process of joining the Energy
Charter, initially with observer
status. In the various inter-gov-
ernmental agreements entered
into by them, the provisions of
the charter, which governs op-
erations of such pipelines glob-
ally, would be referred to.

On the price of gas, Mr. Wa-
qar said it would depend on the
well-head cost of the gas, trans-
portation cost and the transit
fee, which would be based on
international standards. He
stressed that the project was in
the interest of the “progress and
prosperity of our people.” The
project was feasible even with-
out India joining it, though the
economics would improve with

.the larger country joining it.



‘Premio] Suiaoui aq o} stead
-de ‘mou apesop e 1940 107
any SwSuey usaq sey Yoym
‘ouyjadid  pasodord oyp

‘winuue 1ad uoy|
-[fw g 1$ Inoge o1 Sunejsueny
‘NIGIA 12d $1U30 ()7-0T Udam)
-3q 29 p[nom 11 181} 21am Suoy
-BIIpUl oy} ‘AT0J1113} $31 JO ash
Ioy ueisnied Aed o1 saey im
BIPUT YOIy ‘$99] 1suer) upy
UGN 12d 0p$-5€$ J0
93uel oy1 w 2xe Yorym sdourd
ONT 01 1asop Buraq soud
sed yo Bunyes u2aq sey uely
"WInjaIjo el J|qe
-HOSE3J, © 41im [943] [RUOLIBU
-Ioyut Je 981ey) voneuodsuern
sunadid gym souxd peoypjom
Ye 99 01 oud o) Juem jlog
‘Mg 12d 7§ uliofiun e seam
8103938 Y10q 10} doud 13wns

~U00 S) PIes BIPUT 13SII1I5] 10]
g 1ad s3u20 ¢ pue 19mod
105 g 12d gg°¢$ se pqe
-PIOJFe SII pawLID) URISDYR
9002
Aes £q punois ag go 108 oF
walord ay1uem saLunos omy
ay L 1eford o uouswaarge
Ue JUupul 10} Uejstyed 03 [AARI)
M I9ATY  leyUeys [uejy
I2SIUI  WN3[oXdd Usym
pus 1oquaaoN 4q podar oty
LGNS [[i7 SIURYNSUOD 3
“Kefd 0y u sowoo )1
uaymIuswasISe anredun oy
Suiyeap w a0 1olew v £gjd 0y
patdadxa st erpuy *pres saomos
"01-6007 4q NInq 2q 03 109(
-01d sutjadid Suoy anowopy
009°C ay1 yo Aprus Kpiqrseay
-a1d & op osje pjnom armanns
199fo1d ayy Sunsa8sns sopis

-39 oYM SJue)[nSu0d S1eredas
1utodde [ sapis omy oy,

« puew
-3p pInom 1sa1out orjqnd o
el UO UOISIOAP B 93E) plnom
2 JE SUOISBIJ0 JO Jaquunu
U0 Pajess aAzY 19ISIUlA AW
pue Juapisalg InQ, ‘pres
1ebem 193f01d 2y uo suon
-BAI9S31 S INOGR PANSY

—_—— T
SN3 "3beloges pioae o} seale payejndod Appiy ybnosy

ssed auadid ayy 3ey) Bunsabibns eipuj yyim uBisHiey pue uey;
uj 3uipadid ayz buike) Joj pue} o vopisinbe jo 1500 4Dy jojunos

“Ioyearay; sieak
A} AWDSIN 09 Surganos
‘ANDSIN 0T & 010 W 10w
-armnbai fenui sy nd ueisnyeg
‘101e] S1BIA 2311 QINDSIN
06 01 Swisso1d (QNDSIN)
Aep 12d sanow siqno piep
~Uels UONJIW ()§ 3G 01 puew
~ap sit s10adxa erpuy apym
"SALMUNOD 2Y) faoq

-3 uo dn auob sey 1503 3y “sieak any o pouad uopnsu 3yl 130
1uads 3q 0} Uoljiiq 7b'/$ 8q Aews ‘(ueysefey ul PUlsIp Jsweg) Jap
-10q UBIpU] 3y 03 Ukif Ut 1104 yehniessy woiy suladid jo wy-g0 4 7 bus
-Ae} J0 1503 3y} *dnob Buppiom turol yed-opu; ayt o pajuasaid ajeury
-53 1531€} 3y} 0 Bulpioddy ‘uolliq g1 'y §0 sreusa snoiad:d ayy ueyy
310U U3 13d G/ Inage "uaifiiq £ $ ueyt asow of auradid erpu;-klsy
“fed-Uel| 31 §0 1503 343 dn ysnd Aew sadud j3a)s Jaybiy 130 MIN

uoljjiq /$ 1340 350 0) 3uljadig

aun) auljadid Aeyd eipuj

Sjuej[nsuod ferueuy jutodde 03 ‘w1adU05 UTRW A1y} ST SES JO ANTIQepIONIV § INIMIdId NYYI

10} 3A1153133-1500 13(01d 11
dyew [[I4 Jey SUOLRIIPISLIDD
JIWOU032-0UYId) pue spIizp
-Uess [eo1uyoa) ‘sed yo uonis od
-WOD U0 JUSWI218e peoiq pzy
SopIs om) a3 pres ireduy, 7yrg
Area150s wnajonad uerpuy
"7 ToquLia)
-dag 4q syueypnsuoo [erouer iy
lutodde 03 papLaap aey s3 10}
-unoo yioq ‘3ford suyaciid
Uolllq 91'p$ Sy Fuikguornyy
spresmo) doys Iofew e sy
‘PeppeE
3y Ssutof erpuy jr asordiut
SOIUOU002 31 Inq “AjqIsedy st
sutjadid ueisnyeg-ueiy ueeip
Patels sey gV, 1Byl 10J:0q
Yontu gjo saxey surjadid pasid
-01d, 1By SInsud o) sjmim
‘0107 Aq sed Jo ofenoigs

wcmocﬁm&ﬁ RIS M ue)s

-Yed se pres rebepy pawgy
frep103g 10 ueismeq

. 1sn8ny Jo yoom
Ise] 313 w1 Sunedu Jxou Hay)
103 amor oy pue padse sy y5o]
nq suradid ouy jo A1oges pue
A1IN5os uo snownueun aom
Om3 YT, “UryqL. Y soud sed
Burssnostp apiym u120u00 Koy
241 3q p[nom Apqepioge,
Ter) pavide ueisyed pue eipuy
‘dno1gy JurjIop Jwof 3y jo
Sundow Kep-om) oy 1)1y

‘urea1padid e urewa1 jou

saop 102{o1d surjadid sed eip
-U[-UeISIyEq-Uuel] oY) .
2L} 2INSUD 0] 2oy
s1313ey) feudis Suons
€ 110 Juss NVISTIV

SLAINCHTEAMIN
OVZNE DDNONODE SN

w - 9b

‘uesiyjed.:.:

29

JIAN EXPRESS

Py



‘uelstyed ut
1xed J191Unod SIY pUk JBATY Udamiaq T
-uns a3 a103aq surfadid ay3 Jo A3LIN09S
pue £jojes jo Sanssi jno ysedys o3 snd
Ny Ul urege 199wl pinom ML auL
AePSoupap
uo papus YIIYm ‘Sunleowt dnoasd
Suryjaom jurof Aep-om} ay) 18 poploap
Sem sTU) 3UTPpPe PIes $adanos ‘paoueul)
aq prnoys joefoad a3 Aem 8] pUER Sa1}
-I[epouI TeN1DRIIUCD ‘Te39l ‘TerdIsuod
1s933ns os[e pInNom SIUBINSU0D Y],
'$821N0S pres ‘10sloxd
3y} uo jusisaIde ue SUIYUI J0] UR}SI
-Yed 0} [9ARI) [[IM JBATY Jejueys TUBIA
JalsTuru unajoljed usym pua JaqUISA
-ON £q j10daa J19y3 JTwIqns [[Im Sjue
-JINSUO0D 3Y,J, 'PIBS $92IN0S JUSWIUIBA0F

sjueynsuod surppdid 108

‘01-6002 £q 31Mq aq 03 J08foad sutfedid
Suol Wy 009‘C oY1 Jo Apnis ANTIqISLa]
-21d e Op OS[B pnom aanjonais 1dafoxd
9y} 3u11sa33ns seplisaq oym SIUBRINSU0D
ajexedas jurodde [[1m Sapls om} 9y,
*.PUBLUSD PINOM }S8J9]
-ut or[gnd Jno jeym UO UOISIO8p e aye)}
pmom am Jeyj SUOISBIIC JO J3quinu
B U0 Pale)s 9ABY JOISTUI]A oWIld pue
uapisalg JInQ,, ‘pres tebepy ‘108foad
93} U0 SUOIIBAJaSAT §[] INOQR PaysSVY
"SUIT) S.TB1A 91} UT QAT SINIAL
06 01 s)rodwur 8sealour pue sed Jo qIND
SINIAL 09 UIIm UT3aq [[IM ‘puey Ioy30 9y}
UO BIPUJ 'SIeak SAlJ 1X9U ay] JoA0 Aep
Jad amew 01qNo pIepuels UOT[IIW 09 01
dn )1 8seaIoUl pue 0107 Surtuurdaq uely
woJy ses Jo Aep Jod soIjow JIGND pIep

-uels uolf[iw o1 suntodwr e §uroor
sem ue)siyed pres aebep\ pouiyy ‘saLn
-unod 8y} Y1oq J10J 8A1109]J0-}S00 j08load
a1} eI PINOM 1BU) SUOIJBISPISUOD

Swni}os
-u02 A10SIApE [R1DUBUY dAI3DRdSD
JO Judwiuloddy :do3s XN m

Juawvaibe yiomawely, e
03Ul 131U [|IM BIPU| ‘UBlSDied ‘URl| M

julod AJSAl9p pue saIN0.
auyjadid pasodold passNISIP DM |

ssa130ad 9y}

JIWIOU09-0Uld8] Pue SpIepuels [eoru
-1198] ‘sed Jo uonrsoduod uo jusaaise
peoaq e pey sopls om) ay} pres ryred
-IIL "D°S ATe}aa09s wnafoa}ad uerpuy
Josload
9} U0 SUOIIe11030U J9Y3lan] 10} yIom
-9WBJJ B UMOD PTe[ Sy HM [ 9} pres o
" 9JBI IMO0IZ OTWIOU099 YSIY JO Juaur
-11nbad a1y} Surjosu JI0J pue SALIIUNOD
8y} y3oq J0J £319Ua S[qEpPIOJJE pUE J[qR
-ureisns Joj [enyussss st joafoad syl
‘pres Jebep peuIyy AJ1e)aIdas 10 UrR)ST
Yed (OM[) dnoxd uryiom jurol syl
Jo 3urieawr Aep-om} a3 JO pus o] 1y
‘uelstyonfeq Jo aouraoad
UJISaM-UINos pajqnoa) a9yl ur sproy
g ur smoyy ses Jo 3uises ayl yim
SULIa] 0} 9W09 0} SUT[33N.I]S ST 9sed AU

178 A\\U/\I

ue)s

ur uejsryed ‘ssadoad ayy a3rpadxa o} 19
-(3930) 9UI0D 9aRY A8U]} ‘SJjo-urds drmIou

'-009 8y} Sulsi[eal uejsIyed pue eIpul

109 yHm Ing ‘suan) pue sisim} Aueul
usds sey josfoxd pejreme Suol o,

'J93[qns STY) U0 UeI] YITM SUT[RSP RIPUL
0} uonjexnsturuipe g sy £q uoryrsoddo
aydsap ST ST} PUV ‘9008 AL1ed Aq punois
a3} 3jo0 193 07 108foad a3 Juem Aoy} 181}
pres Aqreorio3s)ed aaey sapis yjog

"G Jaquialdag Aq S1ue)[NSU0D [RIOUBULY
jutodde 0] PepIoap ABPSaUPapL UO URIST
-yed pue eipu] yjoq ‘surpadid ses§ eip
-uI-ueysted-Uueay uol([iq 91’y $ sutdymn
-ONJJ SRIRMO] YSnoayiseatq Jolfeuwr v NI

€1 AInf ‘1Y1oq maN
neaing ajer0dio) 1H




=T [ACRA)

Bre frevta, fefa, s gad o
BT AR (1 (70 91T (oGt sfisrae
EHE | @ W 7 SerReE s wnfrfE wig
FCATT, GF TR G| TNT N (AT SIgwa I
Tt sl TR TR AN W A e|
TR ST O AFEACAF QST DIRIT AH
FANAR SN (BB FACIH N=F | AP, -
e ROTE I A (@Y F ot
e iferag el @onarr it o offie
A | O3 AT G2 &FF (YT A GAR &)
NFBITT Bofg FO51 519 s, (1 &oe g @3
i «ferm Tm st afef

Tefe WM erhifmm 8 Rygesd
Reifbam coas o /-3 70z wivwsee wiker
A ZACZ | WIFIET THCS ST 27, Sl

ANADAB A 44

mﬂwmaﬁmﬁmww

AZEARN (T BT 0z Mw2 A I T WEH
eI e Reafoe pors it fits Samm aeaw

NV TOIT F0d &s AT TS HI3ES
TR AARATEN g7 W oIwd Gl iE
T (R ASIs], 54§06 i fqmafors s dle
e (3 e Biwl | iws i cacy, Teag 7
TITE DIFICE W W A (240 SN ©3
FA (OGS SRS ! 20| O Ol J3aes |
Ty elE-ghia-fae@l T “sieam it sfes
wa fare 231 wefle, @M @ WhITTa TEfage @
F g% fam ey @ sr e e @iy, 9 99
SI7 ©lst ffre 22 oIt | Gieia Ee wifd, «2
AEATATE A WACe (9Fed wiofe fEa
oSS FIRCA IRATE 92 A frcs 517 =1
i o2 wfds Afagg s atw, 6 QYR v
A& FANS WM BT FAR NP |

vk ';f.,r\A




01-600C  1Q “JoIsluy swilg oy
Aq #ipul pue ueisiyeq  sisejord UBILISWY JO aoB]
0y/sed uetuesy jo £jddns oy ur ‘ydfoxd ouradid
Y3 2Insua 0} sauolsofiw  9Y) premio) a3} 0] pooide
pue  sounown  spnpur s sloym  ‘youeSuey
Ma yomym ‘ofoxd oy sepweyn uefig IN
10§ YIOMIWe e X1f 03 Iy “rajstutur ueluel] oy} pue
SIaMm  SUOISSNOSIP oy Yuow jse] peqewre[s] ur
«}S3I21U] [RUONRU INO  ‘UOOpEl uRYY yejnueury
ursritse, ‘wofoid oy yum 1y “rediojunoo TueIsneg
paaco1d pinom Aoyy jey) SIY 19w pey Iedry I
pIes os[e [eujo (uelsiyed ‘Pies oy  ‘pafresap
Iowas  Junisia oy 8uiaq st peaye fem e pue
"100[01d ay3 1940 30Us SpewW u3dq sey ssasdoiy,
-njjur Aue pey 1sfoid oy 109foxd  surjadid  repjop
Ul paAjoAul suoneu a1y uoypIQ-nnw oY) uo uon
-eluasard pafrelap e spew

Y1 puoksq Anunos opis
-Ino ou pres £[eorofaies \ pey ‘Tyreduy gg 1 ‘Are;

Pey ‘ydus yeyowuepy \-s109s wnsjonad oyy/

ﬁ o - | ]

N\

'PIes oy ‘umop prej usaq
Sy sardulLg,, ‘sonss oy
JO 380w uo Furpuessispun
QWOS payoear pey Aoyl
18y Suippe ‘s1a110da1 pjoj
9y ‘Jouuew pipues pue
uado ue ur passnosip arom
SONSST Jo s19s [y, ‘[eSo)
pue [epueuy ‘[eniow
“wod ‘Tedruyodl Surpnpur
‘PossnosIp  sem  sonssy
Jo a8uer e pres rebegy 1y
‘Aep oy Jo pus oy w

‘dnoiny Supjopm
ulof Jed-opuj ayi jo sye)
ojur 3uiod siojoq rehry
IBNURYS TURIA I “IojsTuTw
wnsfosged uowun ay; gim
oW uonedsep 1ueiseg

I2quow-usAas YL
"SUOISSNISIP JO puod
Y} 1B MOLIOWO) pasesal
29 [jm Juswolels jutof
V 'sY[el jo Aep 1s1yy oy uo
opew usaq pey _ssaigord
poog,, pies ‘rebep
pauwgy 1 ‘Aieloross

wnojonad ruessiyeq sy,
dunadid seg
BIpU-uBISIyRJ-URI] [BID
-Je[i3 ay) Sunonasuos 1of
dlqeldwn e Buisieuy uo
sy[e1 Kep-om) 1oy uefaq
Kepoy ueisiyeg pue BIpU]

- & Anf ‘IH13a M3

L 275

H

i

h



(et e A

(ZIEY

%% fAeaiitte, smfwfa, so
gele: (or-aq Refawad o
s cawind e o
(R, 93 9T g e AW
off81= %ic ANABTrE Qo) T |
% 7Tz Wil T wrel
CTRITHR 7afs =8 za 1)

oiE oFw g1« ere
9% T} T FACS K07 TG
FIEANE  (Te-aF  erfasad
rE Pk @re 2z 199
TR AF AACE Pved 6
FAFICE (N AT 204, 4613
TR ACAE SFAG IG5 | 99
o], AT 2 TS A
@, ©1q! (SF-a7 7 *[S1] (<
Refisarr Fae @ A
7| SR (F60T TG 3T ¥
47 IR FE Fre @
Rt @rre =12 afSwsfs ow i)
quﬁ\tﬁﬂ@wﬁw
s AFFS -0 o eRade
S TS AT A

©f 27 & oy fog w-a0E
cee-«3 faerfamad gfrs @l

i1 s

7 Prielaa =ngigs ST
AIFT AP0 F-SICH SIHd
gy s eea qeTy g%
TS51a 11| AIHINER A (AT 4
wicsl 6 ewie e ren
ZAfRE | G, v SRS (ee-
g7 s =rer Efaead 1
QTS AT 93¢ UE, 97 *I7 i
(FIe AT [aAfaead gea
e efsarfe rew @S S|
ZoIT eI FIe T 71 (A NS
AGA 7 SR i e
SIWIE AICwa HINA A |
o FAG 932 @ [§ G =
13 o AfE FE |

G 2t AT AN (o
G, HEReae 5a10a FI— 95iE
SIHR @FAG IG17 | AN w2
e, fefa etgama 7w s
T AT AT (GE FACE |

g wlesigs{d To=Gt TG ©iF
| AT @ ot F 397,

Zaﬁrascwm

.ﬂ}fﬁr—i‘

cw ARG ) %:rfn%ri o
IWF @ TR @, g A
I WE WA AN (O
T | RS SR 2[5 OiF
A T Ad <=5 el s
A FEA] @ (ATFE I
@FoIma @It @3 Prais
ITreles @, (ea-93 ez«
To T AR O e FEH
T 90 A, AN (SRS AN
% ‘CTa=19 209 =i T

oBe areW, “REalin we
PNEMI= e 2@ 6 =l
PG I, AT ALF AE
s TS T G R, €
I TS (I BLF, B &)
R SR 9T TRrwe IR0
TECAY TR TG 203 A
TR P

G oiE 9IS o W)
o rarm eTsTR aued TiF
FATE TRA| T, TN T
T3, (5] WIS FA T

1 e

ANAD‘Q’




Left sti

““o1i Bhe

Our Political Bureau \(i\ i

NEW DELHI 9 JULY

tends for the Manmchan

Singh government’s disin-
vestment plans, the Left on Sat-
urday decided to stick to their
“no-divestment-of-navaratna-
shares” stand. A day before their
meeting with UPA chairperson
Sonia Gandhi, the Left Parties re-
iterated that the divestment of
10% Bhel shares was a violation
of the Common Minimum Pro-
gramme, and that there could be
no compromise on the issue.

The Left, which sees Bhel dis-
investment proposal as a ques-
tion of “policy and principle”, is
not prepared for any dilution in
its stand against divesting shares
of navratna companies. At a
meeting to discuss the issue, top
Left leaders decided to adhere to
the position taken in their recent
letter to Ms Gandhi in which it
said that it was not for the gov-
ernment to sell shares of the
navratna companies and appro-
priate those proceeds.

With the Left-affiliated trade
unions taking a strong stand
against the Bhel issue, the Left

IN what holds ominous por-

s to its stand

divestment

Parties may find it even more dif-
ficult to renege from their stand.
In what is seen as a hardening of
position, the central and state
trade unions, in fact, on Saturday
announced the decisiontoholda
country-wide strike on Septem-
ber 29, while formulating a 16-
point demand in a resolution
which also sought an end to the
disinvestment of profit-making
PSUs. The Left leaders took note
of this at the meeting.

In a bid to step up pressure
against the divesting navratna
shares, the Left Parties are also
likely to remind the government
of reservations expressed within
the government from senior
ministers like Mani Shankar Aiy-

er and Ram Vilas Paswan. As of
now the Left has thrown the ball
in the government’s court with
no formal proposal being placed
yetbefore it to end the stand-off.
Prime Minister Manmohan Sin-
gh was keen that the deadlock
should end before he left for the
US next week.

“Qur stand is well known. To-
morrow we will meet the UPA
chairperson and hear from her
what she has to say. We will then
decide,” CPI general secretary AB
Bardhan told reporters after a 45-
minute meeting. RSP leader
Abani Roy said “it is a matter of
principle for us. We have all de-
cided to stick to our stand on this
issue. We will take a view when
the government comes up witha |
proposal. So far it has not.” The |
meeting was also attended by |
CPM leaders Harkishan Singh
Surjeet, Prakash Karat, Sitaram
Yechuri, S Ramachandran Pillai,
D Raja of CPI and Manoj Bhat-
tacharya of RSP.

To questions whether the Left
would agree to divesting 5%
shares of Bhel, Bardhan said “We
are not bargaining. The ball is
in their court. It is for them
tosay.”
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“Negotiations -
onwith Left
over BHEL’@f&

Problems over disinvestment will be
sorted out soon, says Ahmad Patel

Special Correspondent

AHMEDABAD: Congress president
Sonia Gandhi’s political adviser
Ahmed Patel is confident that
the problem between the Left
parties and the UPA Govern-
ment over disinvestment in the
Bharat Heavy Electricals Limit-
ed will be “sorted out soon.”

Talking to mediapersons on
Saturday after filing his nomi-
nation in Gandhinagar as the
only Congress candidate from
Gujarat for the Rajya Sabha
elections, Mr. Patel said nego-
tiations were on with the Left
parties. “We will find out a solu-
tion soon,” he said.

He said he was confident that
Left parties would not with-
draw their support to the UPA
Government on this issue. He
said the Left parties supporting
the Government had every
right to voice their opinion on
important issues concerning
the people and the Government
would try to accommodate
their views as far as possible.
“There are no differences be-
tween the Left parties and the
Congress-led UPA Govern-
ment,” Mr. Patel said.

Flood situation

About the BJP Government’s
handling of the current flood
situation in Gujarat , Mr. Patel
said it was “too early” to decide

Y

Patel criticised the
Gujarat Government
for not keeping the
main Opposition
party informed about
the flood situation

about its efficiency. He said he

would neither appreciate norbe |

critical about its handling of the
situation. He, however, criti-
cised the Government for not
keeping the main Opposition
party informed about the sit-
uation.

He said by now the Govern-
ment should have convened an
all-party meeting to maintain a
proper coordination between
the administration and other
political parties involved in the
rescue and relief operations. He
said the Congress Rahat Samiti
carried relief work on its own
without any coordination with
the State Government.

Relief measures

Mr. Patel said he hoped un-
like the relief measures after
the 2001 Gujarat earthquake,
the BJP Government would this
time “talk less and work more.”
But “I will not say the Govern-
ment is doing nothing,” he said.

= HINDD
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Special Correspondent

NEW DELHI: United Progressive
Alliance  Chairperson Sonia
Gandhi on Friday had a meeting
with Communist Party of India
(Marxist) general secretary Pra-
kash Karat and CPI national sec-
retary D. Raja in an attempt to
resolve the stand-off over disin-
vestment in Bharat Heavy Elec-
tricals Limited (BHEL).

“There is nothing to report by
way of a final decision, We are

tive solution in the near future,”
Congress spokesperson Abhish-
ek Singhvi said.

First meeting after
boycott

This was the first formal in-
teraction between the leaders
after the Left parties wrote to
Ms. Gandhi on Sunday convey-
ing their decision to suspend
participation in the UPA-Left
coordination committee meet-
ings protesting against “serious
violation of the Common Mini-
" mum Programme.” Ms. Gandhi

-

-

confident of a proper construc-

extended an invitation to them
on Thursday to discuss the issue
after returning from Himachal
Pradesh. Ahmed Patel, political
secretary to the Congress presi-
dent, was also present at the
meeting.

Mr. Karat and Mr. Raja ex-
plained their stand on violation
of a specific provision in the
CMP on “navaratna” companies.

“Early solution”

“Ms. Gandhi said a way should
be found for early settlement of
the matter. We also hoped that
discussions will help resolve the
issue,” Mr. Karat and Mr. Raja
said at a press briefing.

Ms. Gandhi hoped that a solu-
tion could be found before Prime
Minister Manmohan Singh left
for the G-8 meeting in Scotland
next week.

The Left leaders said there
was no ambiguity in the CMP on
the “navaratna” companies. Mr.
Raja emphasised at the meeting
that the public sector undertak-
ings were the strength of eco-
nomic development and

"ﬂ%

Sonia, Left leaders
discuss BHEL
divestment issue’

Seeks ideas to raise resources for social sector

Lt

self-reliance, besides providing
employment to  Scheduled
Castes and Tribes and Other
Backward Classes. Ms. Gandhi
sought to know how the Govern-
ment could raise resources to
fund social sector commitments
as promised.

The Left leaders said that they
had submitted a note to the Fi-
nance Minister before the last
Budget and that this was a sep-
arate issue. Mr. Raja said the
huge reserves of the PSUs could
be put to use. The Government
could also think of innovative
methods.

All-India Forward Block gen-
eral secretary Debabrata Biswas
told The Hindu over telephone
that there was no scope for the
Left parties compromising on
their stand on the BHEL issue.
He was in contact with Mr. Kar-
at. The AIFB would discuss the
developments at its central com-
mittee meeting in Kolkata be-
tween July 8 and 10. “It is a
policy issue based on the com-
mitment in the CMP and there
could be lno dilution,” he added.
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“As a card-carrying Congressman, I feel the UPA should not only join the Communists
against the disinvestment of navaratnas or profit-making PSUs, but also beat them at their

own game.”

‘Americai’ V. Narayanan

HE COORDINATION committee of the

United Progressive Alliance and Left
was started with the main intention of get-
ting the Left inside the policy-making appa-
ratus of the Government, which depends on
them for the outside support. Lately, the
Communists have been making a lot of noise
on petrol and diesel prices, among other
things; these noises are focussed more on
votes than on sound economic principles
that will assist the country. The spat be-
tween the Left and the UPA in general and
the Congress in particular has come to the
fore, with the Communists announcing that
they were not going to attend the UPA coor-
dination committee meeting over the disin-
vestments of navaratnas.

Leaving aside the Left and Right leanings
of the UPA and politics out of it, I as an
American-trained senior finance executive
see the logic in the Left’s argument. Un-
fortunately within the Congress we do not
have a formal forum that is active, to air our
views on the formation of economic policies.
I do not always agree with the Left. Several

times they will oppose the Congress and
others when they propose or do exactly what
their own Government in West Bengal or
other places has done. Sometimes Indian
Communists in opposition are more “loyal
to the king” than the birthplace of Commu-
nism or Communist-ruled countries like
China.

Leaving this aside, I applaud the recently
elected Communist Party of India (Marxist)
general secretary Prakash Karat’s principled
stand opposing privatisation of profit-mak-
ing public enterprises. There are a lot of
leeches in the public sector that are draining
taxpayers. These should be the target of dis-
investment or liquidation by the exchequer.
However, the smart and well-meaning Fi-
nance Minister P. Chidambaram’s insist-
ence on disinvestment of the profit-making
public sector defies logic. The contention
that after disinvesting, the money will be
used for social security programmes or other
investments needed for PSUs is more of
rhetoric. This does not augur well for the
well-managed PSUs and above all for
navaratnas.

We all know that he who pays the piper

Africa must form cartels

African countries must band together and
set up cartels that lay aside money to acquire
the means of adding value to their raw
materials before export.

Cameron Duodu

HE WEST is not, out of altruism, going

to reverse the system of trade that im-
poverishes Africa. It is Africa that must fight
politically to force the change. Why has it
not been done before now? The answer is
that African Governments have, in the past,
been short-sighted and self-centred to a de-
gree that borders on stupidity.

Our governments may speak to the West
in polite, diplomatic terms. But Africans
who know the true causes of their conti-
nent’s poverty consider the West to be part
of the problem. They are not interested in
palliatives such as aid, and the humiliation
of becoming “highly indebted poor coun-
tries” reliant on charity; they demand eco-
nomic justice.

African countries must band together and

YHE Miidot)

will call the tune. The time will not be far
away when a repetition of the demand made
by Suzuki on Maruti Udyog will be made on
navaratnas. The current well-intentioned
UPA Government is buckling under, and
planning to disinvest in the profit-making
navaratnas. It may not be far-fetched for the
private investors who have their foot in,
thanks to the UPA Government, to break the
door open easily in the future, when some-
one not so people-friendly and socially ori-
ented as the Congress is in the Government.

‘Create level-playing field’

In addition, it is better for the economy to
create a level playing field where the private
sector can compete with the navaratnas.
This will make the navaratnas more efficient
and effective. We already have a good case
history of similar nature in India. Look at
what is happening to BSNL. Imagine even
partly privatising BSNL. I wonder if the
mass of consumers in India will have had the
benefits they are enjoying today. I have no
doubt that most BSNL subscribers today feel
that they are getting the best service they
ever had with the public sector after the

form cartels that lay aside money to acquire
the means of adding value to their raw mate-
rials before export. Goods that are processed
can better be held back from sale when pric-
es are low. OPEC (and before OPEC, the
giant oil companies) has proved that eco-
nomic power comes through cartels. But you
cannot form viable cartels using raw cocoa,
coffee beans or tea leaves. Unlike oil, which
can stay unspoilt underground, food com-
modities are perishable.

However, coffee is the second most im-
portant commodity traded in the world —
yielding first place only to oil. So if Africa
could bite significantly into that market, it
could earn enormous sums. Even if Africa
could only influence rather than control the
prices of its exports, it would not need any-
one’s assistance to end its poverty. But at
present Africa is a “price taker,” and the
value of its exports is determined not by
their final price in western sales outlets, but
by the initial price offered at the farm gate.
Before OPEC flexed its muscles in the 1970s,

advent of private mobile and landline
operators.

This has helped not only the consumers,
but also the economy by creating more di-
rect and indirect jobs and deeper penetra:
tion of telephones than what would have
happened had we privatised the BSNL. The
competition introduced among airlines is
another recent experience from which les- .
sons can be learnt.

I feel the major reason for the Left oppos-,.
ing this move is to take care of their per-
ceived vote bank, public sector employees.
As a card-carrying Congressman, I feel the-
UPA should not only join the Communists.:
against the disinvestment of navaratnas or
profit-making PSUs, but also beat them at
their own game. The Congress and the UPA .
should encourage the private sector, which
will create new jobs for us and create comper
tition for the navratnas. This will also make -
the navratnas more efficient and customer -
friendly.

(The writer is a chartered and manage-
ment accountant and a management spe-
cialist trained in the U.S. He is a member of
the Tamil Nadu Congress Committee.)

petroleum was selling for under $3 a barrel...
Today, it is selling for $58. African govern-
ments must take aleaf out of the OPEC book.
They have already produced an economic’
programme called the New Economic Part-
nership for Africa’s Development. But Ne-
pad relies heavily on expected inflows of
foreign investment, whereas foreign entre-
preneurs cannot, by definition, be interested
in what Africa really needs — namely, to
vertically integrate the continent’s”
industries. ’

If Africa is able to accumulate enough
capital to change its inherited production
patterns and earn more from its products,
these products will still be faced with puni-
tive tariffs. But the climate of opinion in the
West is shifting against such practices, and’
African governments must enlist the sup-
port of the peoples in the West to force their -
governments to dismantle such tariffs. —
©Guardian Newspapers Limited 2005

(Cameron Duodo is a Ghanaian novelist
and journalist.)
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Q  OURSPECIAL QN
CORRESPONDENT

New Delhi, June 26: The Ma-
nmohan Singh government
received its first big jolt today
with its Left ally deciding to
stay away from the committee
formed with leaders of the two
sides in protest against the di-
vestment of state-owned Bhel.

In a letter to Sonia Gandhi,
the panel’s chairperson, Left
leaders said: “In the light of
this (divestment), we find no
useful purpose will be served
by attending the coordination
committee meetings. We have,
therefore, regretfully decided
to suspend our participation
inthe committee.”

The word used is “sus-
pend” and not “quit”, which

27 JUN 2005
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to not attend
isenoughof a
blow to the govérnment.

“We never said that it is
non-negotiable,” said CPI gen-
eral secretary A.B. Bardhan at
ajoint news conference.

The Congress was hoping
so. “Nothing is beyond resolu-
tion. It can be resolved and it
will be resolved,” said spokes-
person Ambika Soni.

Still, the fact is that the Pri-
me Minister, who was sent a
copy of the letter, has failed to
convince the Left over several
sessions — he met former
CPM general secretary H.S.
Surjeet last night and spoke to
his successor Prakash Karat
today — of the Centre’s reas-

. - 14
Th oRA S H

ons for selhng 10 per cent of its
equity in Bhel in the market.

Karat said: “This is the
first serious violation of the
common minimum progra-
mme (CMP, the cornerstone of
the alliance).”

They did not explain why
it’s a violation of the CMP,
which commits the govern-
ment to not privatising the so-
called public sector navratnas,
of which Bhel is one, but does
not bar divestment.

The Prime Minister had
earlier met Left leaders to ex-

plain that the government did

not intend to privatise but

-only divest a part of its Bhel

shares.

Even after a 10 per cent di-
vestment, the government
would hold 57 per cent of Bhel,

res teeth on Bhel

giving it majority control.

But the Left believes that
the government is resorting to
“creeping divestment and pri-
vatisation” by selling off as-
sets of profit-making public
sector units.

The letter sent after ameet-
ing of Left leaders said: “Our
experience has been that the
government has gone ahead
with many decisions despite
our disagreement.”

One such was the decision
to raise petrol and diesel
prices.

“What has perturbed us
most is the manner in which
the government has gone ahe-
ad with the Bhel divestment
which is to be followed by
other navrathas and PSUs,”
the Left said.



‘Iran-India plpellne a mlsg

l Rademaker says US believes Iran will
use the revenue to manufacture WMDs

EXPRESS NEWS SERVICE
NEW DELHI, JUNE 17 |

A TOP US State Depart-
ment official has said that the
US considered the proposed
Iran-India gas pipeline “a mis-
take because it provides rev-
enue to the Iranian regime,
which we believe will use the
funds to  manufacture
weapons of mass destruction.”

. But Stephen
G. Rademaker,
Assistant Secre-
tary of State for
Arms Control,
said the US did
not yet have a
formal position
‘on the pipeline,
-as it was still a
“proposal  on
the table.”

In New Delhi
for talkson arms conlrol, Rade-
maker, who held a series of
meetings with senior officials,
including Foreign Secretary
Shyam Saran, told them the
US felt that India was ready to
take responsibilities under the
Proliferation Security Initiative.

" Visiting India for the third
time since he took over in 2002,
Rademaker proposed India’s
participation beyond the PSI
core group, though India has
insisted that any possibility of
joining the PSI would need In-
dia to be part of the central

body that decided the policy
structure. Rademaker said,
“Today, there is little need for a
core group. It hasnt met for
overayear.”

Rademaker said the US
wanted to see India’s frame-
work legislation on export con-
trols implemented at the earli-
est. “This is an important step.
The end-game is implementa-
tion. Itiscritically important for
India to have in
place controls
on the export of
sensitive materi-
als,” hesaid.

Dismissing
any possibility of
India and US

"heading towards
any agreement
on non-prolifer-
ation, - Rade-
maker said, “We
are actually hoping to move
ahead so that non-prolifera-
tion becomes a less important

bilateral issue, since we recog-
nise India as mature,” adding,

“Our discussions set the stage
for a successful visit of your PM
on July 18 to Washington.”

Rademaker also made a
presentation on missile de-
fence but all he said was that
both sides exchanged views on
missile defence technology. “In
future, an acquisition may hap-
pen, and we have said we are
prepared to discuss this.”

| Tehran urges De]]u to move ahead
points to presence of multinationals

SHISHIR GUPTA
NEW DELHI, JUNE 17

WITH Washington sig-
nalling its concern over the
Iran-India pipeline, Tehran has
told Delhi that eight multina-
tionals from China, Japan,
Australia and the EU are in-
volved in developing the petro-
leum sector inIran,

At ameeting with an Iran-
ian delegation last month, the
impact of US’ Iran and Libya
Sanctions Act was discussed in
detail. Officials from Tehran
urged Dethi to go ahead with
the project since other western
companies were operating in
Iranwithout fear of sanctions.

The roadmap for the pro-
jectwas also charted out.

R Javadi, managing direc-
tor of National Iranian Gas Ex-
port Company (NIGEC), told
Petroleum Ministry officials
that total international invest-
ment in Iran was $6.8 billion
and total lending $9.4 billion.
This includes sectors such as
petroleum, petrochemicals,
mining and power.

Javadi said under the
Sanctions Act, even US com-
panies were permitted to
take sub-contracts. He said
the Dubai subsidiary of US
major Halliburton was cur-
rently executing a sub-con-
tract worth $100 million
while Bechtel was in talks

with Tbhran\%}aparﬁcipa-
tion in an LNG contract.

The NIGEC managing di-
rector said France’s TOTAL,
Italy's ENI and AGIF, Stat Oil

' of Norway, China’s CNPC,

Australia’s BHB JGC of Japan
and Germany’s Linde were the
multinationals involved in the
petroleum sector.

The third India-Iran joint
working group, which met
from June 11-13, focused on
“term sheets (scope of the
agreement)” for the pipeline.
Despite US concemns, both
sides have prepared a roadmap
for the project. The following
key stepswere outlined:

1 India and Pakistan will have
to spell out if they wish to limit
their participation to importing
gas or if they want to get in-
volved as promoters instead.

B Pakistan will have to state
how much gas it wants, where
it will be tapped, the extent of
its investment and the secu-
rity measures it will take to
transport the gas till the In-
dianborder.

Once this is done, officials
from the three countries will sit
together and flesh out other
details, including the price of
gas, the volume to be im-
ported, the transit fee, the end-
consumer profile, transaction
structure, the route of the
pipeline and the timeframe for
completion of the project.

2 7 JUN )ms
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Special Correspondent

NEW DELHI: Finance Minister P. Chidam-
baram on Saturday called for “effective
regulation” of foreign funds in view of
serious security and economic risks, and
exhorted non-governmental organisa-
tions to ensure that such inflows were not
diverted or misutilised.

While there were 30,000 organisations
registered under the Foreign Contribu-
tion Regulation Act, only 16,000 duly re-
ported the flow of funds amounting to Rs.
5,000 crores annually. “If 16,000 orga-
nisations accounted for Rs. 5,000 crores,
an equal amount must be going unreport-
ed.” This had serious security and eco-

“NGOs should guard against diversion or misutilisation”

nomic implications.

“Accounting of such flow of funds
should not be construed as intrusive or
invasive.” This became necessary, as 50
per cent of the NGOs did not report the
funds received from abroad.

Mr. Chidambaram was delivering the
valedictory address at the two-day semi-
nar the FCRA here.

Conceding that some of the NGOs
were doing yeoman service, he main-
tained that accounting and reporting of
funds received was important, particu-
larly in this era of globalisation.

The seminar was organised within a
few days of the Government deciding to
set up a Group of Ministers (GoM) to

2F IN M g e

‘Chidambaram for effective \f
regulation of foreign funds o

Ql $r v %

revamp the FCRA. The existing legisla-
tion failed to check overseas funding of
anti-national organisations.

Mr. Chidambaram said the flow of
funds two decades ago was usually in
public accounts as it was from one gov-
ernment to another. Now, much of the
funds came by way of private capital
flows. Hence the need for careful regu-
lation.

Any strategy to counter anti-national
activities such as terrorism would have to
break the foreign funding chain, he said.
The FCRA was one such law, which pro-
tected the interests of the country by
preventing the misuse of foreign funds,
he said.
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Middle class oxvns

0% of ca%gs

‘THE RISING’ G “’S\W

By Sujata Dutta Sachdeva
Times News NETWORK

New Delhi: The Indian
middle class is not just
growing at a rapid pace, it
has also become the seg-
ment driving consumption
of Quxury’ goods like cars
and air-conditioners, ac-
cording to a survey by the
National Council for Ap-
plied Economic Research
(NCAER).

While the middle class,
which the survey defines as
households with annual in-
comes between Rs 2 lakh
and Rs 10 lakh at 200102
prices, accounted for barely
5.7% of all Indian house-
holds in 200102, it already
owned 60% of all the cars
and ACs in the country and
25% of all TVs, fridges and
motorcycles.

Read that with the projec-
tion that the middle class
will account for 13% of In-
dia’s population by 2009-10
and you can see why the
NCAER sees huge growth
potential in the market for
cars and mobikes. The
study predicts that the mar-
ket for cars will grow at
20% a year, while bikes will
clock growth of 16% per an-
num till 2009-10.

Fridges and colour TV
makers can hope to cash in
on the boom too, with pro-
jected growth rates in the
range of 10% to 11%. The
market for radios, electric
irons, bicycles and wrist
watches too will grow,
though by a more modest 7-
9% a year.

On the flip side, black &
white TVs, scooters and
mopeds may be hit with the
report suggesting that de-
mand for these goods will
actually decline.

The projected consump-
tion boom isn’t just restrict-
ed to urban India. On the
contrary, the survey sug-
gests that the urban market
for some relatively low-end
products will be saturated
by the end of the decade,
while rural demand picks
up. As a result, 80% of ra-
dios, 65% of colour TVs,
48% of mobikes, 40% of
scooters and 33% of fridges
will be owned by the rural

The Great Indian
Middle Class is
literally living it up.
Apart from growing
at a furious pace,
(it will account for
13% of India’s pop-
ulation by 2009-10),
it has invested in
luxury goods with
a vengeance.

{ncome Group
(Annual Household
Income)

Deprived
Less then 90,000

Aspirers
90.000-2,00,000

Middle Class
2,00.000-10,00,000

Rich
Above 10.00.000

populace by 2009-10. Indeed,
the projection is that with
rural incomes rising, even
the demand for cars will
grow in the villages to the
point where the country-
side will account for 11% of
all cars by the end of the
decade.

The survey— The Great
Indian Middle Class— cate-
gorises the population into
four income groups. The
“deprived” are those with
household incomes below
Rs 90,000 a year and they
constituted just under 72%
of all households in 2001-02.
By 2009-10, that share will
be down to 51.6%, says the
survey.

The next step on the
income ladder consists of
the “aspirers”— those
with annual household in-
comes between Rs 90,000
and Rs 21akh.

This category constituted
a little under 22% of all
households in 2001-02, but is
likely to rise to 34% by the
end of the decade.

The “middle class”
households numbered 10.7
million in 2001-02; by 2009-
10, they’'re expected to rise
to 28.4 million. “The rich

too are growing in num-
bers,” points out Rakesh
Shukla, senior fellow and
head of the survey team,
NCAER. From 0.8 million
in 2001-02, they're expected
to grow to 3.8 million by the
end of the decade.

“While the number of
crorepatis families was
5,000 in 1995-96, they in-
creased to 20,000 in 2001-02.
By the end of the decade,
there’ll be 1.4 lakh such
households,” says Shukla.
Also, most of the deprived™™
(85%) and the aspirers
(60%) will be concentrated
in rural areas by the end of
the decade, while three-
fourths of the rich and two-
thirds of the middle classws=
will be found in cities.

The report is based on ex-
tensive surveys covering
three lakh households
across 858 villages and 660
towns and cities all over In-
dia. It covered a list of 20
durables, 7 consumables
and a host of services, in-
cluding mediclaim, life in-
surance and credit cards. It
projects an overall increase
of 9% per annum in the
market for the durables
covered.
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Prafulla Das

BHUBANESWAR: The Orissa Gov-
ernment and the Korean steel
major Pohang Steel Company
(Posco) signed a Memorandum
of Understanding (MoU) on
Wednesday to set up a 12-mil-
lion tonne steel plant at the port
town of Paradip in Orissa.

The MoU was signed by the
Executive Vice-President of
Posco, Soung-Sik Cho, and the
Orissa Government’s Steel and
Mines Secretary, Bhaskar Chat-
terjee. Orissa Chief Minister Na-
veen Patnaik, the Chairman and
Chief Executive Officer of Posco,
Ku-Taek Lee, and Korean Am-
bassador to India Jung Il Choi
were present at the signing
ceremony.

Billed as the largest ever sin-
gle foreign direct investment in
the country, the Posco project
has created controversy with
several Opposition parties pro-
testing against the company’s
proposal for permission to ex-
port high-alumina content iron
ore from the State.

The proposed mega steel
plant will come up at Paradipata
cost of Rs. 51,000 crores and will

plant signed .-~

e Project to be completed
in two phases

¢ Plant to reach full
capacity by 2016 \

e Orissa to provide 600 ‘
million tonnes of iron ore
to Posco

o Centre to earn Rs.
89,000 crores over
30 years

be completed in two phases,
each phase consisting of two
modules of three million tonnes
ayear.

The first module is likely to be
completed by June 2010. After
that, three million tonnes of ca-
pacity will be added every two
years and the plant will reach its
full capacity by 2016.

According to the MoU, Posco
has promised to register a com-
pany in India in August this year
and sign a final Memorandum of
Agreement by the year-end after
conducting a detailed investiga-
tion on the economic feasibility,

Mega deal for steel

n¥\e

South Korean major Posco’s MoU with
Orissa Government

land purchase and the rehabil-

itation and resettlement
programme.
Employment generation

Orissa will provide 600 mil-
lion tonnes of iron ore to Posco
for captive use over a period of
30 years.

The entire project, including
mining, steel plant and a captive
port with a big berth for cape size
vessels at the plant site, is likely
to generate direct employment
for 13,000 people and indirect
employment for 35,000 people.
With the commissioning of the
mega plant, the Centre will earn
Rs. 89,000 crores over 30 years
by way of excise and customs
duties, service taxes and corpo-
rate income tax.

The Orissa Government will
benefit to the tune of Rs. 22,500
crores during the same period.
The MoU with Posco is the 37th
to be signed by the Patnaik Gov-
ernment for setting up steel.
plants in different parts of the
State.

Another report on Page 12
A AN
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‘BJP protests against hike in fuel prices

“It would make life difficult for the common man; cost of essential items will gg up”

Staff Reporter

NEW DELHI: Hundreds of activists
of the Delhi Pradesh Yuva Mor-
cha of the Bharatiya Janata Par-
ty were detained while they were
protesting against the steep hike
in fuel prices at Jantar Mantar
here on Tuesday.

According to police, around
600 protesters were detained af-
ter they tried to break through
the barricades on Parliament
Street. Water cannons were used
to bring the crowd under con-
trol. Eatlier, addressing the
gathering, BJP national general
secretary Arun Jaitley said that
the hike in petrol and diesel pric-
es would make life more difficult
for the § on man. The peo-
ple weré¥seling under the bur-
den of taxes imposed by the
United  Progressive  Alliance
(UPA) Government and with the
hike is-fiel prices, the cost of
essential items would go up.

Left parties criticised

Mr. Jaitley alleged that the
Left parties were hand in glove
with the Congress; the hike had
been announced only after the
Kolkata municipal elections.

Delhi BJP president Harsh
Vardhan said the UPA Govern-
ment had increased the fuel
prices for the fourth time in a
year.

While there had been a 33 per
cent increase in the price of die-
sel, that of petrol had gone up by
25 per cent.

Dr. Vardhan charged the Left
parties with adopting double
standards. “If the parties had
sympathy for the common man,
then they should have with-
drawn support to the Govern-
ment.”

They said a nationwide agita-
tion would be launched to force
the Government to withdraw FACING THE BARRAGE: Police use water cannon against Bharatiya Janata Party members protesting against the hike in petroleumn prices, in New
the price hike. Delhi on Tuesday. ~ PHOTO: AP
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~Centre will
amend Act to

sell-off PSU
e A8

_Press Trust of india

NEW DELHI, June 21. — The government has decided
to amend the Act under which it had acquired two sick

- companies to create the Tyre Corporation of India Ltd,
before going ahead with its disinvestment.

The Board for Reconstruction of Public Sector
Enterprises (BRPSE) had recommended disinvestment
of Tyre Corporation. The department of heavy industry,
under which the company functions, referred it to the
department of disinvestment.

The department of disinvestment had returned the
case with the advice of seeking the opinion of the
Attorney General on the question whether the public
sector companies created through an Act of Parliament
can be disinvested without going back to Parliament.

After receiving the opinion of the Attorney General
the department of heavy industry has decided to
approach the Parliament to get its nod for disinvestment
of Tyre Corporation of India.

Apart from Tyre Corporation, the department of
heavy industry has decided to seek amendments in the
Acts through which it acquired Andrew Yule, Bharat
Wagon, Burn Standard and Company, Praga Tools and
Richardson and Cruddas.

It has already approached law ministry in this regard.
The approval of changes in the Act governing these
companies would ensure that the government is not
caught on the wrong foot if an objection is raised on the
means to revive these companies.

The previous government had to shelve the plan to
sell Hindustan Petroleum Corporation Limited (HPCL)
and Bharat Petroleum Corporation Limited (BPCL),
which were acquired through Acts of Parliament, when
the judiciary said that Parliamentary nod was essential if
the government wanted to change their basic character.

Earlier too the government had planned to disinvest
Tyre Corporation of India but as there was just one bid-
der the plan was shelved. Of the three units of the com-
pany, which is sick, only two are working.

It is producing tyres for some private players and its
turnover during 2004-05 was Rs 101.71 crore.

The main reasons for decline in profitability of the
company was higher interest burden due to provision of
penal interest, non-availability of working capital and
general condition.

Before disinvestment of the company the govérnment
would also have to clean up its balanc?&et}ﬁi certain
extent.
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/o Oil pooling
Price hikes in petrol and diesel have forged
brand new and very unlikely political alliance

HE BJP and the Left need our” Y comghitment to dismantle the APM? ‘

special congratulations for their
new and absurd alliance. Sworn ene-

mies, they suddenly find themselves

on the same side of the fence in their
opposition-to the oil price hike. With
world oil prices touching $59 per bar-
rel, most people would agree that oil
prices must rise in India. After ali the
country is not — as far as we know —
located on a different planet. Besides,
if the Left and the BJP were them-
selves in power at the Centre, it is un-
likely that they would have had any
choice but to hike oil prices. So what is
all this posturing about? Perhaps act-
ing with irresponsibility is one of the
delights of being in the Opposition —
or in supporting the government
from the outside. You then have the
luxury of traipsing around the coun-
try and decrying price hikes as gov-
ernmental folly.

There is another delicious irony
that seems to have escaped these two
political entities. The CPI was part of
the LK. Gujral government when it
took the decision to dismantle the ad-
ministered price mechanism (APM).
Two CPI ministers, Indrajit Gupta
and Chaturanan Mishra, were part of
that Cabinet decision to do so. And
that government, let us not forget,
was being supported by the CPM
from the outside. Coming to the BJP,
was it not the NDA government that
had decjded to revise petrol prices
every fortnight, in keeping with its

To any rational person this suggests
then that these political entities are
not, in principle, opposed to the
movement of domestic oil prices in
sync with global trends; that their hi-
jinks today are inspired more by po-
litical expediency, than anything else.
Why let the UPA government get.
away with it? Why not squeeze this
lemon for what it’s worth?

Of course, if the UPA governmer:t |

had done the right thing by petroleurn
products, it would not have had to
face this treatment. Even though the
APM was officially dismantled in April
2002, subsequent petroleum ministers
have not given up their power over 0il
PSUs and allowed them to determine
prices for themselves. Qil prices
should, rightly, have been market d-
termined by now. There was a tirnie
when the prices of sugar and ceme:nt
were fixed by the government. This
had made them highly politicised, too.
Not any more — for the simple rza-
son that the government has kept. it-

- self out. But this has not happened in

the case of petroleum products. The
NDA government did nothing to re-
duce its petrolgum minister’s cont:rol
over oil prices. The government
changed, but the price of petrol still
gets discussed at Cabinet meetings. So
when its Left allies scream into its ear;
when the BJP goes into overdrive on
the issue, the UPA government cinly
hasitself to blame.
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-~ “Justification for oil price increase misplaced; Act on alternative proposals” |

Special Correspondent

NEW DELHI: The Left parties on
Monday strongly opposed the oil
price hike and decided to orga-
nise a protest demonstration on
June 28. The parties called upon
the Government to reverse the
decision and take measures that
can absorb the burden of the in-
creased international oil prices.
“This price hike comes in the
wake of three price hikes in pet-
roleum products in the past one
year. This has imposed an added
burden on the people. It will af-
fect the farmers and increase the

O AL

cost of living for those who rely
on transportation for pursuing
their daily work and activities.

Cascading effect

The price increase in diesel in
particular will be inflationary
and have a cascading effect on
prices of all commodities,” a
joint statement by the Commu-

‘nist Party of India (Marxist), the
CPI, the Revolutionary Socialist .

Party and the All-India Forward
Bloc said. .

The Government’s justifica-
tion for the price increase was
misplaced, the statement said.

While it js true that internation-
al oil prices have been rising, the
Government changed excise du-
ties in the budget itself which led
to an added burden of Rs. 1.70 a
litre for petrol and Rs.1.15 a litre
for diesel.

The Left parties urged the
Government to act on alterna-
tive proposals given by them to

- avert price hike.

These included cancelling ad-
ditional cess of 50 paise a litre
for highways; change in excise
duty so that it does not lead to
retail price hike; doing away
with import parity in product

NE HNBU

price; setting up a price stabil-
isation fund to meet the fluctu- |
ation of global crude price ; and |
review of duty draw back pay- |
ment to exporters of petroleum
products by private refineries.

“It is unfortunate that the
government has not taken up
these proposals to avert the
price hike.”

Firmly opposing the increase,
the parties decided to mobilise
the people and launch a vigorous
protest all over the country.
They also called upon the people
to join together and register
their protest. :
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Ashok Dasgupta

NEW DELHI: After dilly-dallying for
months owing to pressure from
the Left parties and other coali-
tion partners, the UPA Govern-
ment on Monday effected a
larger-than-expected hike in the
prices of petrol and diesel while
sparing the cooking fuels, LPG
and kerosene, yet again.

Instead of the anticipated in-
crease of about Re. 1-1.50 a litre,
the Cabinet approved an in-
crease of Rs 2.50 a litre in the
price of petrol and Rs. 2 alitre in
the price of diesel. The revised
prices are to come into effect
from midnight on Monday.

The protests by the Opposi-
tion parties apart, the Left allies
have called for a nationwide ag-
itation on June 28 against the
price rise as the Government has
ignored their suggestions.”

Briefing newspersons after
the Cabinet meeting, the Infor-

"| mation and Broadcasting Minis-
_#ter, S. Jaipal Reddy, however,

said that the decision to raise the
petrol and diesel prices by this
margin was taken after consulta-
tions with “everyone.” It was ef-
fected to only “partly offset” the
hike in global oil prices and in-
crease in duties. The Left par-
ties, nevertheless, have

21 JUN 2005

FUEL PRICES UP

Deihi |37.99 49.48.26.45 28
Kolkata |40.8943.7028.72 30.80
Mumbai | 49.23145.93 132,83 35.28

Chennal |41.25 44.26 1 29.30
Source: 106

announced protests against the
hike.

CPI leader D. Raja noted that
the hike would have a “cascading
effect on general prices,” affect-
ing the common man and the
nation’s economy.

Even as the increase in global
oil prices and hike in duties war-
ranted a hike of Rs. 4.68 alitre in
petrol, the Government settled
for an increase of Rs. 2.50 a litre.
Similarly, the diesel price hike,
announced after an hour-long
debate in the Cabinet, was only
Rs. 2 a litre despite the need to
raise it by Rs. 5.13 a litre.

“We have basically gone back
to the principle of equitable bur-
den sharing between the Gov-
ernment, the consumers and the

i iE. FINS

0il prices raised -

Petrol costlier by Rs. 2.50, diesel by Rs. 2;
kerosene, cooking gas spared 9-Beo bfyrucs

oil companies,” the Petroleum
Minister, Mani Shankar Aiyar,
told newspersons after the Cabi-
net meeting.

While the Government took a
substantial hit on its revenue
when it lowered duties on LPG
and kerosene in the budget, the
marketing companies would
have to bear the uncovered part
on petrol and diesel and absorb a
loss of over Rs. 11 a litre on kero-
sene and Rs. 130 a cylinder on
LPG.

Revenue loss for firms

Mr. Aiyar said the upstream
firms, Oil and Natural Gas Cor-
poration, GAIL (India) Ltd. and
Oil India Ltd., will continue to
share the revenue loss of oil mar-
keting firms on LPG and kero-
sene this fiscal.

The Minister said the objec-
tive behind the price increase
was that “our oil sector compa-
nies should not suffer cash loss.
Their profits must be such as to
service their equity obligations
and profits must be adequate to
meet the investment require-
ments of future. “This is a one-
iime hike and we may consider
reverting to the mechanism of
ﬁx\i'fl\g\prices every fortnight only
after International oil prices
stabilise.”



~ Sensex climbs

3

MUMBAI, June 20. —
Events over the last week-
end proved quite dramatic
for the capital market. Few
were in the know that the
eight-month-old squabble

between the Ambani
brothers would end in such
an anti-climax. The amica-
ble settlement had its
instant impact on the capi-
tal market as the bench-
mark Sensitive Index of the
Stock Exchange, Mumbai,
closed at the highest
6Y84.55 points today but
not before flirting thrice
with the 7000-point mark.
The Reliance settlement
and Mr Anil Ambani’s
series of announcements
yesterday led to an euphor-
ic trading session at the
Dalal Street today and his-
tory was created as the
benchmark 30-scrip
Sensitive Index of the Stock -
Exchange, Mumbai — after
nearing the 7,000-mark
thrice during the day —
closed at the highest-ever
level of 6984.55 points or
1.13 per cent up with a

78.03 point-gain.
The Sensex touched
7000.27, 7000.85 and

7001.55 as brisk trading was
reported during mid and
final sessions of the day.
The rally was clearly a drive
by the Reliance and Anil
Dhirubhai Ambani Enter-
rpises groups with the lat-
ter’s shares showing an
unprecedented increase in

MILESTONES
1000 July 25, 1990
2000  January 3, 1992
3000 February 3, 1992
4000  March 30, 1992
5000  October 8, 1999

February 11, 2000
June 20, 2005
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their values. This was so
because the ADA Enter-
prises announced preferen-
tial share issues of Rs 1720
crore for Reliance Energy
and Rs 3000 crore for
Reliance Capital.
Reliance’s contribution
to the surge in Sensex was
38.52 per cent. But the
biggest  gainer  was
Reliance Energy. REL
closed Rs 658.25 or Rs 67
up with a gain of 11.33 per
cent. The day’s high was Rs
705.90. Reliance Industries
ended the day at Rs 630.40,
Rs 29.55 up or gain 4.92
per cent. Reliance Capital
(anon . .Sensex  stock)
increased 24.79 per cent to
close Rs 58.45 up at Rs
294.20, the highest for the

day was Rs 308. The IPCL
stock too increased 3.94
per cent to end Rs 167.60-
Among the 30 stocks
comprising Sensex, the
other main gainers who
pushed the benchmark In-
dex were Infosys Technolo-
gies Rs 2,375.50 (Rs 86.70)
or 3.79 percent, Satyam Rs
503.50 (Rs 17) or 3.49 per
cent. Total shares traded in
Sensex were worth 2.44
crore and the turnover was
Rs 1425.54 crore.
Analysts say the focus
seems to have shifted from
midcap stocks to frontline
shares over the past three
sessions as the Midcar
Index has been undergoing
correction. However, they
claim this does not mean

that the madcap bubble has
burst. They remain as stur-
dy and financially strong as
before. The rally, however,
is to be ascribed to Reli-
ance and ADAE. The mar-
ket said the brothers had
separated without much
bitterness and with appar-
ent satisfaction as seen in
yesterday’s press confer-
ence and today’s e-mail by
Mr Mukesh Ambani to
Reliance Infocomm emp-
loyees. Mr Anii Ambani’s
commitment to invest Rs
1,000 crore @ Rs 573 for
each share personally in
REL will fetch him an addi-
tional 8.60 per cent of the
stake.

Mukesh bids farewell

to Infocomm: page 9



Reliance announces

Oommen A. Ninan

MUMBAI: The long and bitter bat-
tle for control of the largest pri-
vate corporate empire in the
country, the Reliance Group,
ended on Saturday with the Am-
bani brothers — Mukesh and
Anil — agreeing to split the con-
glomerate.

The broad framework of the
settlement was contained in a
statement signed by Mrs. Koki-
laben Ambani, the widow of the
founder of the Reliance Group
Dhirubhai Ambani and mother
of Mukesh and Anil.

Mrs. Ambani said:

“With the blessings of Sri-
nathji, I have today amicably re-
solved the issues between my
sons, Mukesh and Anil, keeping
in mind the proud legacy of my
husband Dhirubhai Ambani. I
am confident that both Mukesh
and Anil will resolutely uphold
the values of their father and
work towards protecting and en-
hancing value for over 3 million
shareholders of the Reliance
Group, which has been the foun-
dational principle on which my
husband built India’s largest pri-
vate sector enterprise.
| “Mukesh will have responsib-
' ility for Reliance Industries and

IPCL while Anil will have re-

sponsibility for Reliance Info-
 omm, Reliance Energy and
| Reliance Capital. My husband’s
| foresight and vision and the val-
| ues he stood for combined with
my blessings will guide them to
scale new heights,” she said.

The statement came on the
heels of the RIL’s board meeting
at which Mr. Anil Ambani’s re-
signation from the position of

Vice Chairman and managing
! Director of RIL was accepted.
' Theboard decided to consider

Anil Ambani
A 4
Reliance Energy (Rs. 4693 cr)

m Power generation °
» Power distribution

Reliance Infocomm (Rs. 5387 cr)

= Mobile services
» Basic telephony

Reliance Capital (Rs.296cr)

= Non-banking finance company
Figures in brackets afe turmover for the year 2004-05

Graphic by Varghese Kallada

a proposal to reorganise the
businesses as per “Kokila D Am-
bani’s principle of ensuring the
highest shareholders value.” To
do this, it decided to authorise
the Corporate Governance and
Stakeholders’ Interface Com-
mittee to “examine in depth all
the relevant issues including
statutory and legal require-
ments and suggest a suitable
scheme of reorganisation.” It
empowered the Committee to
seek professional and legal ex-
pertise to prepare a scheme for
reorganisation.

The board expressed its grat-
itude to Mrs. Ambani “for find-
ing an amicable resolution in the
overall interests of the company
and its shareholders which will
pave the way for preserving and
taking forward the historic lega-
cy of Dhirubhai Ambani, foun-

KokllabenJD. mani

family settlement
Ambanis’ mother outlines broad framework

Who will control what

Mukesh Ambani
L 4

Reliance Industries
(Rs. 73,164 cr)
w Oil refining
u Petrochemicals
w Oil retailing
m 0il exploration

IPCL (Rs. 9,386 cr)
m Petrochemicals

der Chairman of the Company.”

Market observers suggest that
it will still take a few weeks be-
fore the details of the exact na-
ture of the reorganisation are
available. Mrs. Ambani’s state-
ment uses the phrase “will have
responsibility for” while refer-
ring to the division of the com-
panies. This, they point out, does
not clarify the ownership struc-
ture within the group and be-
tween the two brothers.

‘A new dawn’

PTIreports:

Terming the settlement as the
“dawn of my new life”, Mr. Anil
Ambani wished his elder brother
Mr. Mukesh Ambani “the very
best in future.”

More reports on Paoeé




2 NEW HOLDING FIRMS AS PRELUDE TO AMBANI DEAL

Brothers to buy
each other out

W’” /

- Statesman News Service '. .

MUMBALI, June 17. — The final 60 minutes
of trading at the bourses today were domi-
nated by the Reliance Industries Limited
stock which surged to a 52-week high at both
the SE in Mumbai and NSE amidst positive
signals that the Ambani brothers were work-
ing on the final draft of their agreement with
the help of aides and an amicable resolution
of their claims on family assets would be

achieved by June-end and might not be

delayed till 7 July, the death anniversary of
their father, Dhirubhai Ambani.

Insiders suggest that the final settlement
will see Mr Mukesh Ambani and Mr Anil
Ambani buying out each other’s stake in the
two holding companies that will come into
existence as a prelude to the actual division.
As a part of the process, the proposal being
worked out will see the creation of a holding
company that will own the controlling shares
of Reliance Energy, Reliance Infocomm and
Reliance Capital which are the businesses
that are going Mr Anil Ambani’s way in the
split. This holding company will have the
same pattern of share-holding as in Reliance
Industries Limited so that no minority
shareholder loses out in the proposed divi-
sion of the entire group.

Market sources claim the two separate
entities are expected to have a combined
value of Rs 700 to Rs 740 for each share. Mr
Anil Ambani’s statement after the eventful
board meeting recently that the company is
undervalued now seems valid as market ana-
lysts say the company share has been under-
performing by 13 per cent.

The split of Reliance’s core business and
investment will unlock value. A statement to
this effect was also made by the younger
brother as vice-chairman and managing
director of the company.

The split draft being worked out serves two
objectives: First, there is no tax implication
and secondly, an automatic listing on the

18 N>

exchanges under the SEBI norm as the new
holding company will have the same share-
holding pattern as the already-listed RIL.
The new holding company for RIL, which
will be retained by the chairman and MD, Mr
Mukesh Ambani, will be valued higher than
the new holding company for the businesses
going to his younger brother and this will
necessitate him paying cash to Mr Anil
Ambani as a part of the mutual transaction.

Stock exchanges and shareholders — in
that order — will have to be informed of the
formula, thus being drafted for the brothers’
final signatures. The respective boards will
then consider it and finally the matter will be
placed before Bombay High Court for
approval. This means. that even if the two
brothers sign the settlement in the next few
days, the entire process of the split and the
emergence of new and re-fashioned entities
will take a minimum of six months.

The market, however, showed its approval
as the RIL stock closed at the SE, Mumbai,
at Rs 600.85 up Rs 10.05 or 1.69 per cent.
The rate at the NSE was Rs 603.85 or Rs 13
up, indicative of a 2.20 per cent increase. A
block deal of 1.09 lakh RIL stocks @ Rs
599.55 was reported at the NSE.

The surge in the Reliance group stocks led
to Sensex recovery which ended for the week
above the 6,900-mark at 6,906.52 points. The
volume in Reliance shares at SE, Mumbai,
was 35,97,912 shares.

THE STATESMAN
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NEW DELHI, June 16. — The Cabinet
today cleared a proposal for merger of
public sector Indian Iron and Steel
Company and Steel Authority of India
following an approval of the Board of
Industrial and Financial Reconstruction.

“Iisco is a holding company but the
decision was taken for complete merger
with Sail, for a larger perspective,” the
information and broadcasting minister,
Mr Jaipal Reddy, said after a Cabinet
meeting here, chaired by the Prime
Minister, Dr Manmohan Singh. “Both
have their strengths and the Cabinet felt
their merger would be for the better.”

The merger would ensure availability
of high quality iron ore to Sail’s steel
plants, an official note said. With Sail’s
financial and managerial capabilities and
availability of potential with lisco mines,
collieries, large infrastructural facilities
and good work culture, there would be
greater synergy for capacity expansion
and technological upgradation of the
plant, Mr Reddy elaborated.

Welcoming the move, Sail chairman Mr
VS Jain said they would follow up the
maiter. The Board of Directors of both
Sail and lisco have already given in-prin-
ciple approval to the merger. lisco, one of
the oldest steel-making plants, was a pri-
vate sector unit till 1972, when the Centre
took over the management of the compa-
ny. Over the years, lisco’s performance
has been unsatisfactory mainly due to old
plant and machinery, obsolete technology
and lack of necessary capital inputs. The
BIFR declared lisco “sick” and put it
under its purview since June 1994,
Subsequently, it appointed the IDBI as
an operating agency to examine the via-
bility of the company and to formulate a
rehabilitation scheme for lisco.

On 15 February, 2000, the Cabinet
approved a financial and business
restructuring package for Sail, envisaging
waiver of loans advanced to Sail from the

17 JuN 2nps

Block grants scheme
lor IiTs, 1IMs

NEW DELHL, June 16. — Undoing an NDA
decision, the UPA government today decided
to restore a measure of functional and
financial autonomy to prestigious institutions
of higher learning such as 1ITs and IIMs with
the Union Gabinet approving a modified block
grant scheme for funding these institutions.
The information and broadcasting minister, Mr
S Jaipal Reddy, who briefed the media on the
Cabinet decision, alleged that the autonomy
of these institutions was adversely affected
during the NDA rule. “We are seeking to
augment the financial and functional
autonomy of these prestigious institutions”.
The continuance of the block grant scheme of
funding, with some modifications, was
approved on the basis of the experience of its
implementation in HTs, IIMs and the indian
Institute of Science, Bangalore. — SNS

. Details on page 4

Steel Development Fund (worth Rs
5,073 crore) and Rs 381 crore {from the
government). The waiver enabled writing
down of Sail’s assets to the extent of Rs
3,001 crore and Rs 1,566 crore worth of
loans advanced to lisco from Sail and Rs
381 crore from the government. Further,
an amount of Rs 506 crore, comprising
interest, written off in the past on loans
to lisco from Sail funds, was written back
in Sail’s books. This resulted in no ducs
from Sail to lisco. The Centre approved
a proposal for revival of lisco in June
2002. Based on this, lisco and Sail pre-
pared a rehabilitation package. which
was approved by the BIFR.

Left welcomes merger
The CPI-M today termed the merger
decision as a “historic event™, saying that
it would give HISCO a fresh lease of life.
Chief minister Mr Buddhadeb Bhatta-
charjee and CPI-M state secretary Mr
Anil Biswas welcomed the merger moy
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overnment again defers
decision on fuel price hike

Special Correspondent

NEW DELHI: The United Progres-
sive Alliance Government on
Thursday failed yet again to a
take a decision on the Petroleum
Ministry’s proposal to hike pet-
rol and diesel prices, ostensibly
in'the wake of opposition from
allies.

However, briefing newsper-
sons after the Cabinet and Cabi-
net Committee on Economic
Affairs (CCEA) meetings here,
Finance Minister P. Chidamba-
ram said, “The Cabinet deferred
a decision in view of the absence
of some Ministers.” He did not
divulge the names of the Minis-
ters who were absent.

The decision to defer the hike
in fuel prices, according to in-
formed sources, was taken at the
CCEA meeting.

Another meeting is to be con-
vened in the next few days to
discuss the petroleum prices is-
sue again, the sources said.

Following the interaction
with the Left parties and other
partners in the UPA coalition,
the Petroleum Ministry, as per
its proposal, had sought a price
hike of about Rs. 1.50 a litre for
both petrol and diesel.

The state-owned oil compa-
nies, however, have been de-
manding a stegger increase of
Rs. 4 a litre for pétrol and Rs 5 a
litre for diesel in keeping with
the spiralling international oil
prices, coupled with the hike in
duties announced in the budget
for the current fiscal.

This apart, the public sector
unit oil companies want an in-
crease in LPG and kerosene pric-
es as they were losing heavily on
both the cooking fuels on ac-
count of the prevailing subsi-
dies.

|
No conclusion due to absence of Ministers, says Chidambaram }

TO MAKE A PRESENTATION: Petroleum Minister Mani Shankar Aiyar arrives at the
Prime Minister’s Office for a Cabinet meeting in New Delhi on Thursday.
~ PHOTO: V. SUDERSHAN
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CORPORATE INDIA'S biggest
family soap may be nearing a
happy ending — or at least an
ending of some sort— almost sev-
en months after the famous tele-
vision byte in which Mukesh Am-
bani spoke of differences over
ownership issues.

The peace plan between
Mukesh and Anil Ambani is like-
ly to be unveiled on July 6, Re-
liance group founder chairman
Dhirubhai Ambani’s death an-
niversary, “or any day before it in
July”, a source said.

The brothers met last week as
part of efforts to hammer out a
settlement, under which Reliance
Industries might be split. Mukesh
is likely to retain IPCL while Anil
will get other segments of the Re-
liance empire.Kokilaben Ambani
is meeting her sons separately al-
most every day.

Day-to-day talks are being held
between the two sides to work out
details, based on which a formal
announcement could be made on
July 6 to end the fiercest battle in
India’s corporate history.

The settlement is based on a for-
mula suggested by ICICI chair-
man and family friend K.V. Ka-
math. Kamath had broken his si-
lence a few days ago saying that
the brothers were mature and in-
telligent and would find a way out.

The first sign of a settlement
happening came earlier this
month at the Reliance Energy
AGM. In his capacity as chairman
and managing director, Anil not
only made several expansion-re-
lated announcements but also con-
tended that Reliance Industries
would supply gas from KG basin to
the 3,700 MW Dadri project.

Second, there is a change of
guard at Reliance Infocomm.
While there is no announcement,
sources said Anil’s core team had

ARUN Kumar & Agencies
New Delhi, June 15
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WHO GETS WHAT

m MUKESH Likely to retain Reliance
Industries & IPCL

| ANIL Should get Reliance Energy
Ltd, Reliance Capital and
Reliance Infocomm

already taken over the controls.

A new company might be
formed after splitting RIL. The
sources also hinted at a merger
between Reliance Industries Ltd
and IPCL in future.

The equity holding of Anil-
held companies — Reliance Capi-
tal, Reliance Energy, Reliance In-
focomm and Reliance Telecom —
and other companies like insur-
ance will be parked in the new
company, which will have Anil as
chairman and managing director.
All RIL shareholders will get a
proportionate holding in the new
company. .

Keenly watching the proceed-
ings, finance minister P. Chi-
dambaram said last month that
the brothers were moving to-
wards a settlement and there was
no need for any government in-
tervention in the family dispute.
“Both Mukesh and Anil talk to
me from time to time and I advise
both to settle their dispute quick-
ly.. Looks like they will reach a
settlement,” Chidambaram said.

The ministry of company af-
fairs, too, has been keeping a
close watch on the developments.



mﬁwwﬁs

>sqwi‘amaﬂ?m
%ﬂt@—m—wﬂiwm
g Bar-Hifem-eras o
ABAER [y W gulE e
A SRS BATIRIATS
eTR, 92 A6 WA s st
o NraTes SIS 390 2091
aTAfEE 9% 29fe7 T o
2ZoAIER 2 (T RS T
*IGe1 IR RrEera T8 &1 B
OGN SR e IR, WIEN it
Trorwl R e WS ¢ s
O3 Y FoARe T BHw)
(At e FEfor T
wrwd Pl OfFrTn G T
(AT SR ST ST PIE®
a3 wivife g epre |
AFTAF Y B erEw Wrera
wifer a9 sfRcEREm wiidF
IS G T AT Qveo
et T 92 sEemEa
2/F3 (A 1 TR wli e
sfreRe] Fe oRGifEmmag
LA SHDHIE IIF A | STH
a7 qranee A% 2w PEmEm |
v (12 Rgfers e 27, 9%

e\ W -

(B>
WW
wmmm:*mmiamfm
P SR 518 oA (e
feia3 | oEAARA 2503 fAfen
e ¢for@ ordce (@Y N
SIS IR TS TR 7§ O |
T @ g Sig
e Pifvlaw) W SRR
<z f3fers 7 73, Wi sl
e ARSI T A3 2R (AE
Pifera o Bfbe 29 W o) ¢
TSR] Jqemea itz 3399
WA AR, T4 G2 FA B
S A A 7N Boe A0A
s oAb — P wE
zihm wfensa wif s
S (I A SR S
wirae (< e aifers wi
g sreTes AE (GRFOHIT
SR Zahw Wi T, B
facaren P At e,
e (<l (TR R I TR
1 FeEIRErS wwe (e
e ) Gifeea $7 afefeam
TRCed Romwgs e, 92
RicCife [l I ot e
TR, A (9T o 1% 2

TECE HE TR G AAEI |

MIR¥ VI s



/, Deal m

\

By Indrani Bagchi/TNN

New Delhi: With the US once again
making its opposition to the Iran-Pak-
istan-India pipeline clear, India finds
itself facing potential embarrass-
ment, especially as petroleum minis-
ter Mani Shankar Aiyar is busy trav-
elling between Iran and Pakistan try-
ing to tie up the deal. The pact, if it
goes through, may attract US sanc-
tions for Indian companies: engaged
in the project.

According to reports, Washington’s
concern was emphasised by US secre-
tary of state Condoleezza Rice during
her last week’s visit to Pakistan. She
apparently indicated that the project
could attract provisions of the Iran-
Libya Sanctions Act, but more impor-
tant, the bad blood it would create in
Washington would seriously impact
US-Pak relations. It could also result
in curbs, she is believed toc have
warned Islamabad.

With India and the US working
overtime on an energy dialogue that
is intended to increase US presence in
the Indian energy sector, this project
may have a deleterious effect on In-
dia’s energy security efforts. It will
also make it difficult for Indian com-
panies like ONGC or GAIL to operate
overseas with US sanctions on them.

On Monday, a state department
spokesperson said, “The US is pre-
pared to work with both countries on
the broader question of their energy
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Mani In A Mess

needs and ensure their prosperity.”

Until last year, it was India which
had held up talks on the pipeline, cit-
ing serious security concerns. Securi-
ty experts say the concerns remain,
especially with the Balochistan Insur-
gency gathering steam in Pakistan.
The pipeline is supposed to traverse
the Baloch territory.

Many experts had said the UPA gov-
ernment’s de-linking of the pipeline
project from other considerations was
seen as capitulating to Pakistan’s de-
mands. Initially, the government had
given the go-ahead for the project as a
bilateral project, making it Iran’s re-

THE 1IME> OF INDIA
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ay result in
curbs on Indian cos

sponsibility to deliver the gas at In-
dia’s doorstep.

By involving Pakistan in a joint
working group, Aiyar has made it a
trilateral affair. Islamabad has even
asked for an extra $100 million to pay
for security of the pipeline. This, de-
spite guarantees that Islamabad is
supposed to be giving.

Earlier, India had linked the
pipeline to transit rights to
Afghanistan, but it was abandoned.
So what’s India thinking of ? Govern-
ment sources say where Pakistan is
headed is clear. Islamabad, they say,
may use the pipeline to wangle a bet-
ter energy deal from the US in return.
There is also a Unocal pipeline that is
being talked about from Turk-
menistan, through Afghanistan, to
Pakistan’s new port, Gwadar. Unocal
may be an American company, but
whether the US will give its nod to a
project which may end up being a vi-
able energy source for China is anoth-
er matter altogether. However, cur-
rently, the project has US blessings, as
does another proposal to bring gas
from Qatar to Pakistan. For India, the
problem is much more complex.

India may be the flavour of the sea-
son for the US, but it is equally true
that it does not enjoy the kind of blan-
ket leverage with Washington that
Pakistan does. To get the US to work
on India’s energy needs, India will
have tolearn to reciprocate. The other
problem is the cost of the fuel.

-
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“Vast potential
for more trade

with U.S.”
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Economic issues key to international

relations, says Manmohan

Special Correspondent

\a\k

, NEW DELHI: Noting that econoic
- issues were the key to interna-
. tional relations, the Prime Min-
ister, Manmohan Singh, on
 Monday said there was a need
. for greater coordination in the
Government to deal with the
. outside world. ,
For this, he said, the Govern-
ment must devise a medium-to-
, long term strategy for the coun-
try’s economic interaction with
| N >
. the world, with special focus on
; relations with its neighbours
i and major economic partners.
., Chairing the first meeting of
, the Trade and Economic Rela-
. tions Committee (TERC), Dr.
, Singh said: “Economic relations
have come to increasingly influ-
. ence strategic engagement. In-
dia’s economic interaction with
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the world is still relatively limit-
ed and this must increase.”

Amplifying the point further
during the meeting which dis-
cussed issues pertaining to In-
dia-U.S. economic relations
ahead of his visit to the U.S. in
July this year, Dr. Singh said:
“China’s economic engagement
with the U.S. is ten times that of
India. There is vast potential for
increased trade and investment
relations with the U.S. We must
consider how we can realise this
potential.”

Briefing newspersons here af-
ter the two-hour meeting, the
Prime Minister’s media advisor,
Sanjaya Baru, quoted Dr. Singh
as saying that economic issues
had become the key to interna-
tional relations and there was a
need for a holistic view on this.
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O
MANAMA: Im?ia and Iran have dis-
cussed the extension of the Iran-
Pakistan-India gas pipeline to
China to anchor a trans-Asia en-
ergy tie-up.

“Iran has given the green sig-
nal on our embarking on a seri-
ous dialogue with the Chinese
authorities on whether this
pipeline could be extended to
China,” Petroleum Minister Ma-
ni Shankar Aiyar, who is in Iran
on a three-day visit, said on Sun-
day. Iranian officials also spoke |
about the possibility of involving |
China in the project. Iranian Oil |
Minister Bijan Namdar Zanga- |
neh told Petroenergy Informa- |
tion Network that the subject |:
had been discussed with Mr. Ai- |
yar, and Iran was “willing to ex- |
tend the pipeline up to China.”

China, India and Iran have al-
ready decided to develop Iran’s
giant Yadavaran oil field as part
of their growing cooperation in
the energy sector. »

Iranian English daily Tehran
Times reported that Mr. Zanga-
neh would be in Pakistan “in a
few days” for discussions on the |
2,600-km pipeline project.

Meanwhile, India and Iran are
all set to sign a multi-billion dol-
lar agreement on the annual sale |
of five million tonnes of gas to |
India for 25 years. Supplies are |!
likely to begin towards the sec- |!
ond half of 2009. Under the |i
agreement, the Gas Authority of |
India Limited would market 40 ||
per cent of the liquefied natural |
Gas, Indian Oil Corporation 35
per cent and Bharat Petroleum
Corporation Limited the rest.

»
l
|

i

1.3 JUN nps TiE U



‘pies oy
Ssof1ows v1010u00 Furyrowos (uery
YIIM) UOISSNOSIP [9AS] [BIIISIUIW Aep
-3214) 2Y) JO UOISNOUOd 3Y) I8 adoy
I "poAow j0u sey spiayy [ro ur Aynbs
10} [eap oY} ‘[jom passaidoid aaey
oseyoind ONT UO SY[E} S[IYM,,

) ‘PoPpPE
ay ‘erpuj 10 |10 opnud jo Aep 1ad
s[ad1eq (Q0°‘09 oIur dje[stres) prnom
ueieABpex Ul U230 1od (Z IYL

‘pio1y 1keynf Aep iod sjaiieq QOO‘OE
u1 U0 Iad QT pue urieaepex ‘p[oy
[10.210ysu0-182851q s,ue1] jo yuowdo
-[9ASD Y3 Ul aJeys Juao 1ad (7 & Sun
198 “ODNO paumo=21els 2y} Jo Wwie
s83519A0 9U3 ‘P¥T UsOPIA(DONO)
dion sen [eanieN pue
O 03 ueiy woiy HNT Jo oseydind
payulj pey eipuf ‘ples IeAly IW

: ‘Anq £Asy) ON'T JO 2u0]
uoI[jIw duo K132 10} ayels J1uad 1ad
inoj 03 dn 9ye] UBD SULIY UBIpU]

) ‘p1ay sed sied Uinog o
Z1-aseyq wolty paonpoid sed [einjeu
ayy Ayenbip 0y ueay ul dn 195 9q [[im

e jueid ay3 uf ayess oyel 03 ySu
€ 2ARY] OS[E [[Im satuedwod ueipuy
‘600z 191y mguw 1ad g7'c¢ ‘mgu
1ad 62°Z$ JO 2011d PIIIAI[OP JUSLIND
ay3 Sunyew, “1soo Jurddys maguwr sad
9zZ°0$ §! seoud 2say3 03 pappy ‘pueq
ooud oy jo Sumies oY) 1B Mg
1ad ¢pg$ 031 sudd Z¢ AQ osH (M
soud DN 1e18Q ‘6007 Ul SPUS po
-11ad aquid paxyy 1AL Iy} dUIS
-ao11d {10
[o1ieq € 07$ ‘Mg 3od £5°7§ jo dotad
poxiy ' 1B ‘sIgak AN 18I 9yl Io)
‘ONT Suipas s1 1e3e0) Juswaaide rod
sv (DDf) (reipoo opnldo ssoueder
Jo jarreq ' pz¢ 031 91§ JO pueq
e ul paoud ueaq sey ONT IBIRD
‘1eyed) woiy Suntodwl usaq sey
BIPUJ Jey} DN 243 uey} I211s00 3q
pinoa sed ueruel] ‘pres S[RIOHIO
*KI9AI9P 10BIIUO0D
oyl Jo 1eaf puodds JY} I9ye IedA
Iad 190 19d om) JOo uone[RISS UE
aaey pnom (myguw 1ad siefjop 7'1T)
juouodwod 2o11d poaxiy oy ], ‘ployy sed
sied yinog onuedid oy jo 71 aseyd

woij siavuel pozieioods ul uuoy
paiyonbiy s31 ur se§ oy Suntodsuen
loy mgu 13d (p'¢§ pappe 9q pjnom

-mguw 13d sIejjop (¢'0 Syl Of

‘pres sperdyjo ‘esud
jualg [9lieq e SIe{{op ¢ I8 niguw
1ad sI1eqjop Q1°¢ 18 paddeo aq pinom
‘elnuiio} syl o1 Jupiodde “Ld

“(nigur) 1un jewnrays yspug
voifjrwt 1od siejjop 77 jo 2ond
poxiy & snjd juswu3IsHOd [oBD JO
Jurpeoj jo swn) ay) e 9o11d 10 9pNId
jua1g Jo 690'¢ uely Aed fjim eipuf
‘enuriqy Surdrrd posife oyl 1ad sy
, ‘sonjddns [euon

‘pres JeAly Jexeus Iuep

-fpp® 10} SNUNUOD PJNOM SUOISSNOSIP
9§[9 I0 S3UO] UOH[IW G/ 0} PIsiel g
ued sannuenb ay) seaife ueIy J1 pue
sunf ¢T uo pauSis aq pnOM ON'T
jo wnuue iod SSUO) UOI[JIW AT}
1589] 18 10] YISO B ‘pres IeArny I
1430 19d 2al 18 ON'T o)
ur Jusuodwod (dueyye) gD urelurew
01 pooiSe sey UBI] ‘ISAIMOY
-oo1xd ur ay1y e pasodoad sey aprs
ueluel] ‘AIRIIUOS oY) uQ 'DNT JO
wnuue 19d soU0) UOH[IW 9Al] PRoIde
Apeolle 2yl 240ge pUB I13A0 Anq

. 01 syuem IY[a(] MAN ON'T JO sauo}

uol[[I ¢'Z [euonippe ue 1oy 2ord
UO  UOISSIDU0d A1

‘pres 1eAly Iejueys

JN'seliddns jeuonippe 10} 8NUNUOD  1weW 1N Jeisiunm

PINOM SUOISSNOSIP S8 IO SUO]

tunsjoned  ‘goueduez
ueltlg I I9Ismuiw

UOI|jiL G*/ O} Pasiel 8Q UBD Saljiluenb o uewely yim syre

ay] sealbe uey) JI pue sunp gL UO

Aw JO 9WO9IN0 Y} 10J
J1BA O} 9ABY Op 'SAUO]

paubis aq piInom HNT JO wnuue Jad woypu ¢, o1 postes

SUO] UOI||ILU 9Al} 1SBS] 1B 10} V4SO v 4

kepo) [e3p ¢-$T$ USIS 03 UL BIPU

finyuenb ON'T

01 pasnjol sey uelf . -

9y} uo SunSISUI UAdQ SABY SM,,
"3U3d 19d g7 Sutuiewror
o (10dd) py1 dio) wndjonad
jereyg pue juad 1ad g¢ (DO diod
[1O uerpuy 9uad 13d (gp Funeyriew
10y afqisuodsar aq M pry (erpuy)
e LAunn se§ uni-sjeis oYy ‘uesy
woity poyrodwn aq 01 HNT Wnuue
39d S3UuO) UONIW SAL 9yl JO
‘pres sieyo

(DFOIN) Auedwo) 1odxg sen

UBIURI] [BUONIEN pUR SWIH UeIpuj -

jo winpiosuod e Aq poufis oq s
01-6007 JO Jiey.puodds Suruuidoq
ONT jo wnuue 1od souol UOI[[IW
9A1} 1589 1B 10} (VJSD) IUoWoI3y
aseydIng pue SI[BG ser) Qyy.
"01-600C wolj Jeuon
-e1ado’ 2q [[I4 [€9D ples 9y 'sjusuw
-axmmboai A310us Fuimoid sy Sunssw
10] ‘morrowol (ONT) seS [einjeu

paizenbr jo 11odwr 10j ueI] YuM,

[edp uollq Gzg B udis 03 Ay s!
eIpuf — ‘71 dunf ‘(uesf) NVIHAL

0!

L,Q
\o >4 ) N

STATESMAR

[

1% JUN 2008



WEDNESDAY, JUNE 8, 2005//

The energy route
N_,\f‘j \ Q Y
yv'To peace * 4,

W Cb\0
l';eestablishment of a joint working group'on ener-
gy cooperation marks a new high in the devel-

opment of bilateral relations between India and
\x Pakistan. Having wisely set aside its political ob-
| Jections to the pipeline, India needs to sort out a whole raft
i of economic and financial issues with both Pakistan and
\ Iran. The cost of gas at the well-head is a major issue for New
{ Delhi and Islamabad, and one which the two countries will
" jointly have to tackle for maximising their individual gains.
Transit fees are another issue that will require careful nego-
tiation. Eventually, trilateral discussions involving Iran will
be needed to settle questions of security, insurance and
infrastructure finance. An obvious factor to be taken into
account is the United States’ publicly expressed opposition
to the project. However, despite the existence of domestic
laws such as the Iran-Libya Sanctions Act, Washington will
not find it easy to sabotage the proposed pipeline or block
international sources of funding. Japan, for example, has
successfully resisted the Bush administration’s pressure to
walk away from the Azadegan oilfield project. As long as
India and Pakistan remain firm on their right to conduct
business with Iran, the U.S. will have to back off.
The Iran-Pakistan-India pipeline is, of course, only one of
a number of projects that New Delhi needs to push ahead
with in order to tackle the growing mismatch between do-
mestic energy production and consumption. By 2025, In-
dia’s gas deficit is likely to be more than 200 million metric
standard cubic metres a day (mmscmd). Imports from Iran
via Pakistan will help narrow the gap but the country will
also have to tap additional sources as diverse as Myanmar,
Qatar, Turkmenistan and the wider Caspian basin. During
his talks with his Pakistani counterpart, Oil and Natural Gas
Minister Mani Shankar Aiyar has suggested making India
the final destination for the proposed Turkmenistan-Af-
ghanistan-Pakistan (TAP) pipeline. The Turkmen idea was
first floated during the Taliban’s rule by an international
energy consortium led by U.S. firm Unocal but could not find
traction for obvious reasons. Today, however, the scenario is
quite different. If New Delhi were to join TAP, it would give
India and Pakistan an incentive to work together for bring-
ing peace and stability to Afghanistan rather than working at
cross-purposes there as they have done in the past. Notwith-
standing Pakistan’s insistence that the “stand-alone” Iran
pipeline project will not be the harbinger of a broader set of
economic linkages, the size of the venture is bound to gener-
ate positive externalities in every sphere. Creating mutual
dependencies is the surest way of ensuring that India and
Pakistan start living like normal neighbours. In the energy
sector itself, India has asked Pakistan to remove diesel from
its negative import list so that surplus diesel from north
Indian refineries such as Panipat can be sold across the
border. Given the absence of its own refineries in West
Punjab, Pakistan would be foolish to demur.
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"Pak clears
India-Iran
pipeline "

N
K.A. Badarinath @ K enl

RN
Islamabad, June 7 & (‘)}‘:M Qﬁ:’;ﬁ
PAKISTAN PRESIDENTK Pervez
Musharraf on Tuesday cleared the
$4.2 billion gas pipeline project
from Iran to India via Pakistan. Af-
ter an hour-long meeting with vis-
iting petroleum minister Mani
Shankar Aiyar, Musharraf also ap-
proved the setting up of a joint
working group to implement the
project.

Later, briefing newsmen, Aiyar
said “President Musharraf gave
his blessings to conclude all the
preliminary work on the project be-
fore the end of this year”.

The Pak President has also
okayed India’s proposal to partici-
pate in the Gulf South Asia pipeline
project that envisages bringing
piped LNG from Qatar to Pakistan.
Since Islamabad has no objection to
India participating in this multi-bil-
lion LNG project, New Delhi will
now take up the issue with Doha.
India proposes to seek Qatar’s ap-
proval to lay a branched pipeline
from mid-way to meet LNG demand
in the southern states.

On Tuesday, India and Pakistan
released a joint communiqué at the
conclusion of Aiyar’s three-day
tour of Pakistan. The statement re-
flects the commitment to jointly de-
velop transnational pipelines to
meet the rising energy demands on
both sides. The energy requirement
by both countries has been pegged
at 500 million cubic metres per day
by 2025. Of this, 300 million cubic
metres would be the shortage faced
by Pakistan while India would need
to plug a 200 million cubic metres
shortfall. The communiqué out-
lined cooperation between both
countries in all the three transna-
tional pipelines — with Iran, Turk-
menistan and Qatar.

]
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1_’7M stresses

reformsin,, it
finance sector

Proposes consolidation of banks

Mumbai, June 4

IN A bid to achieve eight per cent
economic growth, Prime Minis-
ter Manmohan Singh on Satur-
day stressed on pushing finan-
cial sector reforms including
consolidation of banks and set-
ting up of active debt market.

“We can’t achieve sustainable
growth without a strong, stable
and efficient banking sector.
While there is no
single model for
consolidation,
the system must
consolidate  it-
self,” he said in-
augurating the
bi-centennial cel-
ebrations of the
State Bank of In-
dia.

Singh saidtwo
important
changes were re-
quired—to devel-
op an active debt
market and
banks should ex-
pand their credit
portfolio to meet

The Prime Minister’s asser-
tion on restructuring of rural
banks came a day after finance
minister Chidambaram an-
nounced that Regional Rural
Banks would be merged by Au-
gust end.

Observing that first phase of
banking reforms is coming to a
close, Singh said Indian finan-
cial system would grow in size
and complexity. Banks need to fo-
cus on organi-
sational effec-
tiveness, he
said advocating
greater autono-
my to banks.

Singh also
stressed en-
hancing credit
to small and
medium units.
“With gradual
disappearance
of development
banks in the
original form, a
gap in credit
availability is
emerging.
Banks should

the capital re-

quirements of Industry, agricul-
ture and small and medium en-
terprises.

Union finance minister P. Chi-
dambaram, who also participat-
ed in the celebrations, said the
Government wants the economy
to grow at eight percent for
which banking reforms are es-
sential to meet credit require-
ments of trade, industry and the
farm sector.

“India’s exports and imports
are likely to touch 200 billion dol-
lars soon, he said adding trade
will grow at such a “galloping
pace” that lenders will have to
expand capital to meet demand.

Emphasising on the need to
step up agriculture credit, Singh
said special attention was re-
quired to cater to small and mar-
ginal farmers. “There is a need
to restructure rural branches of
commercial banks to increase
credit.”

e '\ W
N 208

THF

bridge this gap
through adequate long-term fi-
nancing,” he said.

Referring to bank finance for
farm sector, he said while banks
have achieved higher growth in
providing credit to agriculture
and allied activities last year, the
momentum must be carried fur-
ther. “Credit for agriculture and
allied activities is not a single
market. Provision of credit for
hi-tech agriculture is no differ-
ent from credit to industry”
Singh said.

Asserting that one of the most
successful components of the
economic reforms was in bank-
ing, he said India was ahead of
China in robustness and sound-
ness of banking system.

Singh also asked SBI to show
the way forward to all banks in
widening and deepening the mar-
ket for rural credit and financing
infrastructure development.
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Fuel prices
set to rise,
Left plans
agitation

Buw e
) HAA %%]L

AFTER CONSULTING all stakeholders, the Ceétre
is planning a moderate hike of Rs 2 per litre of petrol
and diesel prices under a new scheme in which
ONGC will be asked to bear part of the burden aris-
ing from an increase in duties and global oil prices.
The subsidy-sharing scheme and the price hike is
likely to be cleared when finance minister P. Chi-
dambaram and petroleum minister Mani Shankar
Aiyar meet the Prime Minister on Thursday.

Reliable sources say that Manmohan Singh has
already sounded out the Left parties on the issue,
terming the impending rise in petroleum prices
“unavoidable”.

On its part, the Left has decided to take the mat-
ter to the streets in protest and plans are already on
to organise mass agita-
tions.

The Left parties have
argued that there were
alternatives which
could have bailed the

HT Correspondent
New Delhi, June 1

government out. In-
stead, it has decided to
take the “extreme step”,
putting the common
man in more trouble.

Manmohan Singh is
believed to have person-
ally briefed CPTI (M) gen-
eral secretary Prakash
Karat and politburo
member Sitaram Yech-
ury and told them that
the oil companies were
incurring huge losses
because of the rising
prices of crude in the in-
ternational market.

The government’s
point of view was dis-

Fare deal

It's good news for those who
love to fly. They could soon
expect a reduction in air fares
with the recent announcement
by the petroleum ministry
reducing the aviation turbine
fuel prices by 08 per cent ($53
reduction per barrel). The fuel
component in the air fare works
out to about 25-30 per cent. The
one to take the lead was
Bangalore-based Air Deccan.
The airline said it was looking at
a 2-3 per cent reduction in its
fares from the current levels.
HTC, Mumbai

cussed threadbare at a meeting attended by leaders
of the CPI (M), the CPI and the Forward Bloc.
Yechury set the tone by opposing the price hike —
he said the Centre had ignored the alternatives sug-
gested by the Left parties.

CPI leader AB Bardhan and the Forward Bloc’s
Debabrata Biswas told reporters after the meeting
that the CPI (M) had conveyed the Left’s point of
view to the PM.
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“The BHEL ¢
disinvestment
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The UPA Government has gone back on its
promises in disinvesting equity in BHEL.

Jayati Ghosh

HE DECISION of the United Pro-

gressive Alliance Government to

sell off 10 per cent of public holding

of equity in Bharat Heavy Electri-
cals Limited (BHEL) is in direct contraven-
tion of its own promises. The National
Common Minimum Programme made it
clear that profitable public sector enterpris-
es would not be privatised. In the case of
“navratna” PSEs such as BHEL, it had fur-
ther explicitly promised that while they
would be allowed to raise resources from the
capital market, the Government would de-
volve full managerial and commercial au-
tonomy to such enterprises — to strengthen
them and enable them to become globally
competitive players.

The decision to divest shares in BHEL —
just like the earlier sale by the UPA Govern-
ment of some equity in NTPC —~ completely
disregards both of these important prom-
ises. This particular act of divestment would
take place without the agreement of the par-
ties providing outside support to the UPA,
and indeed by overriding the decision-mak-
ing power of the Board of BHEL, which has
clearly not been consulted either. Further,
the expected proceeds from the sale of this
equity — around Rs.2000 crore — is to go

30 MY 2005
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into the Government’s coffers, to the newly
created National Investment Fund. This is
supposed to finance health and education
schemes and also provide some funds for the
revival of public sector units. In other words,
this money is to go towards spending by the
Government, in a move that is both unneces-
sary and fiscally irresponsible.

Unnecessary, because this amount of pub-
lic resources can easily be found if the Gov-
ernment really intends to. After all, more
than Rs.30,000 crore was found as addition-
al defence expenditure. And irresponsible
because the sale of equity from a profitable
enterprise necessarily involves the loss o
future revenue because of foregone profits
The sale of any asset implies a capital loss
which properly should only be balancec
through some other change in assets or lia
bilities, such as through retiring debt. Using
such money as a form of current revenue
which is in effect what is being done here, is
completely illegitimate.

In the case of BHEL, the amount of fore-
gone profits is not small at all, since last year
alone, the total operating profits of the com-
pany (before depreciation interest and tax-
es) amounted to more than Rs.19,000 crore
and even post-tax profits were more than
Rs.10,000 crore, Indeed, BHEL, like several
other “navratnas” has been showing profits

P,
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Anterest rate retalned at 9.5 per cent

Please-

Y #

all PF

raids reserves

OUR BUREAU

New Delhi, May 28: The
good news first: employees’
provident fund subscribers
will get interest at 9.5 per
cent for 2004-05.

The bad news now: the
fund’s custodian will have to
dip into — and devour a large
portion of — its reserves to
please the Left and spare the
finance ministry.

The central board of provi-
dent fund trustees today dec-

ided to honour the Prime Min-

ister’s commitment to incre-
ase the interest rate from the
declared — but unimplement-
ed — 8.5 per cent to 9.5 per
cent,

“The provident fund inter-
est rate for 2004-05 has been
recommended at 9.5 per cent,”
labour minister K. Chandra-
sekhar Rao said after a five-
hour meeting of the board of
trustees here.

The Prime Minister had
assured the Left leaders some-
time ago that the interest rate
would be increased to 9.5 per
cent as they had demanded.

That assurance was seen
as a quid pro quo because it
was made public a few hours
after the government decided
to increase the foreign direct
investment cap in telecom,
which the Left had been
opposing.

The erstwhile ‘BJP-led
government had cut the provi-
dent fund interest rate to 9 per
cent but threw in a bonus later,
making the effective rate
9.5 per cent.

The fund had announced
an interim rate of 8.5 per cent
for 2004-05 but it was not noti-
fied. The cloud of uncertainty
has been removed by today’s
announcement that the rate
would stay at 9.5 per cent.

The decision will leave the
provident fund with a cumula-
tive deficit of Rs 716 crore. The
shortfall will be plugged by
squeezing money out of a spe-
cial reserve fund which now

___THE HOLE _

-#2004-05 interest: 9.5%

eoShortfall: Rs 716.¢cr

eFallback: Rs 950-cr
reserve fund

WHAT NEXT?

Current year’s rate yet to be
decided. Stock market
investment is an option but
unions are opposed to it.

Ball now in consultant’s court

has around Rs 950 crore. This
reserve has been created out of
the unclaimed deposits of
provident fund holders.

Many of them belong to
companies that have long gone
into liquidation; others are
those who do not want to take
the trouble of collecting their
dues or are not aware how to
do so. The unclaimed deposits
have earned interest of over
Rs 600 crore.

The reserve fund is not
meant for meeting shortfalls
— it can at best be a stopgap
arrangement. The rate for the
current year, (2005-06) has yet
to be decided and the reserves
will be insufficient to meet the

MPY
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shortfall year after year.

Hard-nosed economics
should have pulled the interest
rate down to 8 per cent — that
is what the provident fund
earns by parking most of its
cash in a government deposit
scheme.

With the finance ministry
refusing to raise that rate and
the Left insisting that the sub-
scribers should not be touched
— the original demand was
12 per cent — the fund had
little option but to tap its own
reserves.

Trade union leaders said
they were “unhappy” with the
move to dip into reserves.
They said the trustees would
request the Prime Minister
and the finance minister to in-
crease the interest the govern-
ment pays the fund.

In January, the govern-
ment had given provident
funds the freedom to invest up
to 5 per cent of their corpus in
the equity market and another
10 per cent in corporate debt.

But the fund has not yet
done so, primarily because of
opposition from trade unions
and its conservative instincts.
Barring aberrations, stock
markets have outperformed
other regular avenues of in-
vestments but an element of
risk is always at play.

The fund has appointed a
multinational consultancy,
Mercer, to suggest ways to
maximise returns. It remains
to be seen whether the fund
will explore the new avenue if
the consultant recommends
such a course of action.



~"LEFT SLAMS MOVE & SHARE TOUCHES 52-WEEK HIGH

Centre to divest
10% BHEL equity

NEW DELHI, May 26. — Brushing
aside opposition from the Left parties,
the government today announced a 10

per cent disinvestment in the
Navratna public sector unit, BHEL, to
mop up around Rs 2,000 crore. The
decision sent the company’s share to a
52-week high of Rs 918.

The sale of government shares will
be done through the book-building
route and the stock will be split to
snsure a wide retail participation,
finance minister Mr P Chidambaram
said after a meeting of the Cabinet
Committee on Economic Affairs, ch-
aired by the Prime Minister. The
stocks would be split in consultation
with the departments of heavy indus-
tries and disinvestment.

Out of the stake sale, 15 per cent
will be reserved for BHEL employ-
ees. This, the minister said, was an

-opportunity for small investors to
acquire blue-chip shares. The gov-
ernment’s equity in BHEL will come
down from 67.72 per cent to 57.72
per cent, he said. The balance, at
present, is held by the public and
financial institytions.

After reachir

27 MAY 2805

| S2-week high of Re-

918, the BHEL share today closed at
Rs 909.85 on the BSE, up 4.56 per

cent against yesterday’s close of Rs
870.15. The day’s development

ed up the market cap of BHEL by
over Rs 1,000 crore to Rs 22,269.49
crore against Rs 21,258.63 crore yes-
terday. Ten per cent of BHEL equity
amounts to around 24 crore shares.
At the current market price of Rs
909.85, it would enable the govemn-
ment to raise around Rs 218364
crore. However, the exact ratio of the
split and the pricing of the issue will be
decided after a lead manager to the
offer is appointed. The money raised
from the sale of the stakes would
deposited in the National Invest-
ment Fund. The income generated
from this fund would be partly used
to resuscitate the “revivable PSUs”.
. Asked about a possible adverse

PC thanks ‘alert’ Left

~ NEW DELHI, May 26. — Dismissing the
-NDA's ciaim that the UPA and its Left

allies were at “loggerheads” on economic
policies, Mr £ Chidambaram today said at

. apfmmoetherematmeLeﬁ’s“alen-

ness” had helped the Centre “in formula-
ting the right mix of policies”. “As far as
economic policies are concemed, the Left
has been helpful and alert,’ he added. To
a question if he would accept the offer of
jon from the BJP in the face of
the Left's reservations on certain
economic policies, he said: “The Oppo-
sition must extend cooperation and must
support the pieces of legislation which
are in the national interest. | will accept .
cooperation from every quarter” — PTI

reaction by the Left, the minister said
they had been consulted before the
decision was taken. But the CPI-M
said in a statement that the Cabinet
decision was “directly contradictory”
to the commitments made in the
Common Minimum Programme and
called for its reconsideration. Citu
leader Mr Chittabrata Majumdar
urged the government to refrain from
“such a retrograde exercise”. The
mdve was “a betrayal” and deserves
“condemnation,” he said.
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‘Delhi to ink
gasdeal
with Dhaka,
Yangon

Ty
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Dhaka, May 24 s b

INDIA, MYANMAR and
Bangladesh are expected to
sigh an MoU to build a con-
sortium company for con-
struction of a tri-nation gas
pipeline, Bangladeshi pro-
ponents ¢." the project said.
“It is expected that the
three nations will very soon
sign an MoU for an interna-
tional consortium compa-
ny which will build, own
and operate the pipeline,”
KB. Ahmed, MD of Moho-
na Holding Ltd, which for-
mulated the concept, said.
“It would not only benefit
the country but also usher
in new areas of regional co-
operation,” he said.
“Myanmar has sent us
letters agreeing to sell gas
and Inaia has agreed to buy
it, with Bangladesh to deci-
de on giving ‘right of way’
through its soil,” Ahmed
said. Dhaka has decided to
explore this plan within its
framework of “greater ene-
rgy and other regional coo-
peration,” Ahmed said.
Explaining details of the
project, he said there were
two options for the pipeline,
which would go through
Bangladesh. The pipeline
could go through Paltwa
and Aizawl in Mizoram,
through Tripura and after
crossing into Bangladesh
through Brahmanbaria
and Jessore districts before
entering West Bengal. The
other envisaged a route thr-
ough Bangladesh from My-
anmar through Teknaf dis-
trict along the coast, enter-
ing Bahgaon while the oth-
er routes remained same.
The project would bring
in upto $600 million in inv-
estment to Bangladesh, be-
sides possible “wheeling
charges” of $100 million
annually, cost of land and a
subsidiary of state-run Pe-
troBangla another 24 mil-
lion dollar annually for its
services, he said.
PTI
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Centre steps into Reliance affairs,;

NEW DELHI, May 19. —

The government today
directly intervened in the
Reliance group’s affairs for
the first time by asking the
Registrar of Companies to
issue a notice to the con-
glomerate on the basis of
complaints filed by Mr Anil
Ambani, who has locked
horns with his elder broth-
er, Mr Mukesh Ambani,
over ownership issues.
“We have asked the RoC

to glve a notice to Reli-
ance,” company affairs sec-
retary Ms Komal Anand
told reporters when asked
about action being taken by
the ministry on the compla-
ints filed by Mr Anil Am-
bani. She, however, did not
elaborate on the details in
the notice to be served by
the RoC, which is under the
administrative control of
the ministry, and the naturc
of the complaints made by

’ Mr Anil Ambani.

The report on the issue
was expected to be com-

pleted within a week, Ms
Anand said on the sidelines
of a seminar organised by
the Competition Commis-
sion of India. The company
affairs minister, Mr Prem
Chand Gupta, said on
Monday that the govern-
ment would take appropri-
ate action soon on Mr Anil
Ambani’s complaints.
“Government has to do its
job. We know what we have
to do,” Mr Gupta said.
The junior Ambani has
been publicly raising the
issue of corporate gover-

nance and the absence of
financial information and
disclosures in the group.
Last month, he declined to
sign the financial accounts
of the group’s flagship com-
pany RIL, headed by Mr
Mukesh  Ambani, and
made public his dissent at
the company’s board meet-
ing on 27 April.

Securities and Exchange
Board of India chairman
Mr M Damodaran ack-
nowledged receiving let-
ters from Mr Anil Ambani
yesterday.
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Open economy

WASHINGTON, May 19. — Asserting
that India was committed to remain an
open economy, the Prime Minister has said
there was a greater willingness internation-
ally now to work with the country and build
relationships of mutual benefits.

It is now a new India committed to’

remain an open society and open economy
where ideas of “brain drain” have been
replaced by “brain gain”, Dr Manmohan
Singh said in an op-ed article in The Wall
Street Journal published today.

If a commitment to remain an open soci-
ety is one of the pillars of India’s nation-
hood, the other is it’s commitment to
remain an open economy — one that guar-
antees freedom of enterprise, respects
individual creativity, and mobilises public
investment for social infrastructure.

Just as developed industrial economies
enabled “economies in transition” to grad-
uate into open economies, said Dr Singh,
“I believe India’s policies toward the world
have been shaped by this commitment, and
we should be proud to identify with those
who defend the values of liberal democra-
cy and secularism across the world.”

Today, the Prime Minister noted, there is
a greater willingness internationally to
work with India and to build relationships
of mutual benefit.

Indian industry and Indian profession-
als, he pointed out, have demonstrated
-their ability to step out with confidence
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Dr Manmohan Singh greets Palestinian leader Mr
Mahmud Abbas in New Delhi on Thursday. Mr
Abbas arrived in India on a two-day tour during
which New Delhi was expected to renew its
support for the Palestinian cause. — AFP

from a highly protected environment into
a mercilessly competitive one.

“We do have a vast unfinished agenda
of social and economic development, and
my government’s priority will be to imple-
ment this,” said Dr Singh. “Doing so will
further enable us to deal with the chal-
lenges of globalisation. The global envi-
ronment has never been more conducive
to India’s economic development than it
is today. “The world wants India to do
well. However, we recognise that our real
challenges are at home. It is for this rea-
son that we place such great emphasis on
increasing investment in infrastructure,
agriculture, health and education, urban
renewal and the knowledge economy.”
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T "sale:

“‘orders probe
\4 gBows To Pressure From

“Centaur hotel

Govt

New Delhi: Bowing to the
demand of Left parties, fi-
nance minister P Chi-
dambaram on Friday an-
nounced an inquiry into
the sell-off of Centaur Ho-
tels in Mumbai after the
Comptroller and Auditor
General (CAG) passed stric-
tures on the then NDA gov-
ernment over the contro-
versial sale. “After examin-
ing the report of the (CAG)
in respect of sale of two ho-
tels, the government has
decided to order an in-
quiry” he said amid
thumping of desks in both
houses of Parliament.
“The nature and scope is
under consideration and
will be announced in due
course,” he said in a brief
statement. The opposition
NDA was not present as it
was hoycotting both the
houses since Aprii-end.
Chidambaram’s suo motu
statement came days after
" Left parties had given an
ultimatam to the Govern-
ment that it should insti-
tute a CBI inquiry into the
sale of Centaur Juhu and

Left Parties

Centaur Airport Hotels.
Soon after the CAG re-
port was tabled in parlia-
ment on May six, the Left
party members were up in
arms in both houses want-
ing to know what action
was being taken on the
CAG findings. Chi-
dambaram had promised :
in August last year that he
would initiate action only

after getting the report.

The CAG report found
“Inconsistencies” in proce- |
dure and “relaxations and I
deviations” offered to the |
sole bidder that lowered the |
value of the property. The
disinvestment minister in
the NDA government,
Arun Shourie, had said he
was prepared to face any
inquiry and denied any |
wrongdoings. In a severe !
criticism of the procedure !
and valuation process, the ;
CAG report said “sale .
transactions of the two ho- !
tels, Juhu Centaur and Air- |
port Centaur, were fi- E
nalised on the basis of sin- |
gle bids without the benefit
of competition.” i :
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Sops for women & senior cmzens

No ta’fon U

withdrawals

Statesman News Service

NEW DELHI, May 2. — The
finance minister today did away
with the 0.1 per cent Banking
Cash Transaction Tax on sav-
ings and raised the income-tax
exemption limit for women and
senior citizens above 65 years.

In his February Budget
speech, Mr P Chidambaram
had proposed a 0.1 per cent
banking cash transaction tax on
all withdrawals beyond Rs
10,000 in an attempt to unearth
black money. The proposal
backfired as it was opposed by
the entire middle class and
salaried sections. Ack-
nowledging that women and
senior citizens formed a major
constituency of the UPA coali-
tion, he raised the income-tax
exemption limit for women to
Rs 1,35,000 from his Budget
proposal of Rs 1,25,000 and for
sentor citizens from Rs 1,50,000
to Rs 1,85,000 pulling most of
them out of the tax net.

Women earning between Rs
1,35,000 and Rs 1,50,000 will
attract a 10 per cent tax and
those making ‘between Rs
1,50,000 and Rs 2, 50,000 will
pay a 20 per cent tax. Beyond Rs
2, 50,000, it would be 30 per cent.
For senior citizens, income
between Rs 1, 85,000 and Rs 2,
50,000 wilt be taxable by 20 per
cent and beyond Rs 2, 50,000, by
30 per cent.

Mr Chidambaram raised the
limit of cash withdrawals by
individuals and companies to
Rs 25,000 and Rs 1,00,000
respectively in current and
other accounts. Withdrawals
from savings bank accounts will
be totally exempted. However,
withdrawals beyond Rs 25,000

by 1nd1v1duals and Rs 1 lakh by
companies and others will
attract the 0.1 per cent tax.
Withdrawal from term deposits
will also be subjected to this tax.

FRINGE BENEFIT TAX

The minister exempted advertis-
ing expenditure from the
purview of the Fringe Benefit
Tax and reduced the base value
on all expenditure, barring four,
from 50 to 20 per cent. Retaining
the overall rate of FBT at 30 per
cent, he diluted some key provi-
sions. Any privilege, service or
amenity provided directly or
indirectly by an employer by way
of reimbursement or otherwise
to staff will attract the FBT,
which is to be paid by employers.
The employers’ contribution to
the pension fund will be taxed
under FBT. This was something
industry wanted to be scrapped.
Any free or concessional ticket
provided by the employer for
private journeys of employees or
their families will come under
the purview of FBT.

India Inc welcomes changes,

THE STATESMAN
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OURSPECIAL
CORRESPONDENT

New Delhi, April 29: The
government today said it will
pay an interest of 9.5 per cent
to some four crore subscribers
to the state-run employees
provident fund for the finan-
cial years 2002-03 and 2003-04.

Although the EPF board
had earlier announced this
rate, it could not credit the
higher interest in subscribers’
accounts, except of those who
were exiting from the fund on
retirement, as the finance
ministry had not ratified it.

Today’s announcement is
likely to involve a net outgo of
about Rs 66 crore.

Finance minister P. Chi-
dambaram, who announced
the ratification today, said his
ministry was awaiting the rec-
ommendation of the board on

30 APR 2005

ow it plans to pay 9.5 per cent
for 2004-05.

“We want 9.5 per cent for
all time to come. There should
be no piecemeal decision. The
government will have to do it.
There is no option,” said Gu-
rudas Dasgupta, the CPI
leader who has been spear-
heading the Left effort to keep
the EPF rate at 9.5 per cent.

Under Left pressure,
Prime Minister Manmohan
Singh promised continuation
of the rate, despite advice to
the contrary from the finance
ministry. It is not clear how
this money will be paid.

About 80 per cent of the
EPF corpus is invested in a
government special deposit
scheme. The interest paid on
this scheme was cut last year
10 8 per cent, which means the
EPF board has to find the
money to bridge the 1.5 per

on PF rate

cent gap. In cash terms, the
gap between what the board
earns and what it has to pay
for 2004-05 is Rs 927 crore.

The board has rejected the
option of investing 5 per cent
of its corpus in stocks and an-
other 5 to 10 per cent in high
interest bearing private
bonds.

The current average yield
from EPF investments is esti-
mated at 9.1 per cent, with pub-
lic sector securities yielding
the highest return. But these
securities are also trying to
cut interest rates.

Earlier, the minister said
the Centre was unlikely to al-
low re-investment of interest
incomes from EPF funds par-
ked in the special deposit sch-
eme. Implicit in this message
is the suggestion that EPF fu-
nds should be invested in eit-
her stocks or high-yield bonds.

THE TELEr;, -




“Improvident Fund

The decision to offer a high EPF rate only
- meansit’s t1me to reinvent the Fund

anL\\ “/\ L 0

I-IE Magmohan Sikgh govem-

ment, presumably under pressure
from the Left parties, has announced
an Employees Provident Fund (EPF)
rate higher than what the EPF earned
in 2004-05. Under the EPF scheme
Para 60(4), the interest Liability of EPF
cannot exceed the income e¢arned by
the EPF from its investments during
that year. To give a rate higher than
what was eamed is the path to another
US-64 type situation. Yet, the govern-
menthas declared an interest rate of 9.5
percentwhich will create a deficit of Rs
927 crore. Who will pay for the deficit,
and indeed how will it be paid? When
the EPF statues do not permit a clear
subsidy to be paid, how will the EPF get
higher returnswhen the interest rate on
SDS, inwhich 80 per cent of EPF funds
are parked, has not been changed.

At the root of the problem lies the
way the interest rate on the EPF is de-
termined. The Central Board of
Trustees of the Employees Provident
Fund Organisation, which has trade
unions as members, in discussions with
the government, decides the interest
rate and the finance ministry ratifies it.
Instead, the scheme should operate on
the proper accounting principals on
which fund managers and mutual

30 APR 2005

I8
’kﬁ.ds operate’ To use incoming contri-
utions to pay high interest rates which

are not sustainable can lead to bigger
and bigger holes. Rates should not be
“declared” before the beginning of a
year. Whatever is earned should be |
paid out asinterest. ‘

As this newspaper has pointed out |
in the past, the bulk of the interest sub-
sidy goes to the fop 15 per cent of the |
members, who in no way qualify for
such a subsidy. It is ironic that the trade
unions put pressure to give them more
money. There is a need to limit the
membership of the EPFO to manda-
tory members, who earn below Rs
6,500 a month so that even if the gov-
ernment chooses to give a subsidy, only
they are the beneficiaries. Recently, the
scheme to computerise the EPFO was
abandoned. It is time for the organisa-
tion to be recreated along modern ac-
counting and functioning principles.
The high level of defaults, the poor ser-
vice, the lack of proper tracking of the
individual accounts of the estimated
four crore members and the political
interference, which will inevitably
make the scheme unsustainable, will
putthe old age security of its members
at peril. It is time for the complete rein-
vention of the EPFO.
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“Finance Ministry ratifies 9.5 p.c.
EPF rate for 2002 03 and 03 04
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Decision benefits 40 m|II|on Prowdent Fund subscribers

Special Correspondent

NEW DELHI: For the 40-million
subscribers of the Employees’
Provident Fund (EPF) all over
the country, here’s something to
cheer about. Fulfilling a long-
pending demand of the Union
Ministry for Labour and the Left
parties, the Union Finance Min-
istry on Friday ratified the 9.5
per cent rate of interest for the
fiscal years 2002-03 and 2003-
04.

Announcing the ratification at
an informal briefing here, the Fi-
nance Minister, P. Chidamba-
ram, told newspersons that the
total extra outgo on account of
the EPF rate for the two years
might be about Rs 66 crores.

While the Employees’ Provident
Fund Organisation (EPFO)
earned a surplus of Rs 204.92
crores during 2002-03, it was
faced with a shortfall of Rs 271
crores the following year.

For 2002-083, the EPF Board
had declared an interest rate of
9.5 per cent on Provident Fund
deposits. For the next fiscal, the
rate worked out t0 9.5 per cent,
as apart from the 9 per cent in-
terest, it included a 0.5 per cent
bonus because 2003-04 was its
“golden jubilee” year.

As for the last fiscal (2004-
05), although the Centre has de-
clared the rate of interest at 9.5
per cent, the matter hangs in
limbo as the EPFO does not have
the necessary funds to service

the depositors. When queried on
this, Mr. Chidambaram said that
the rate has not been ratified for
the year. “The recommendation
of the CBT (Central Board of
Trustees of the EPFO) is await-
ed,” he said.

For 2004-05, the CBT had
earlier decided on an “interim”
rate of 8.5 per cent. This, howev-
er, was opposed by the trade
unions. as being too little. Fol-
lowing “internal parleys” among
the Prime Minister, Manmohan
Singh, the Deputy Chairman of
the Planning Commission, Mon-
tek Singh Ahluwalia, and the Fi-
nance Minister, Mr.
Chidambaram had announced a
one- per cent hike in the EPF
rate to 9.5 per cent. However,

Ay

the Finance Ministry made it
clear that it was for the EPFO to
find ways and means to cover the
shortfall estimated at about Rs
927 crores.

Interestingly, the announce-
ment by Mr. Chidambaram
came on the same day that the
Government approved of for-
eign direct investment (FDI) to
the extent of 74 per cent in the
telecom sector.

Having already had a number
of meetings to find a way out of
the imbroglio, the CBT is now
likely to meet again in May to
devise ways of bridging the
shortfall anticipated on account
of the pay-off for 2004-05 as also
to decide on the interest rate for
the current fiscal.



Petroleum Ministry |
hike in petrol, diesel

Finance Ministry not for duty cuts

Special Correspondent

NEW DELHI: With the Finance
Minister, P. Chidambaram,
maintaining a firm “no” to scal-
ing down the duties on petro-
leum products, the Petroleum
Ministry is seeking an increase
of Rs. 2.50 a litre in the price of
petrol and Rs. 1.30 a litre on die-
sel price.

Following North Block’s re-
jection of the duty cut proposal
put forward by the Minister for
Petroleum and Natural Gas, Ma-
ni Shanker Aiyar, the Ministry is
now of the view that the increase
of Rs. 2.20 a litre in petrol price
and Rs. 1.06 a litre on that of
diesel owing to the hike in du-
ties, coupled with the additional
cost of producing cleaner fuel —
Rs. 0.30 a litre on petrol and Rs.
0.24 alitre on diesel — should be
passed on to the consumers.

Ministry officials note that
Mr. Chidambaram, at a meeting
here on Monday, rejected the
Petroleum Minister’s proposal

27 APR 2005

# Move follows Finance
Ministry's rejection

« Budget proposals
revenue-peutiral; Aiyar

« Left leaders, allies to he
consulted

= Consensus to be placed
before Cabinet

of parting with the additional
revenues to be garnered from
the hike in excise duty on petrol
and diesel.

On the contrary, the Finance
Ministry maintained that it
would lose Rs. 5,460 crores on
reduction in customs duty on
crude oil, along with another Rs.
390 crores on the reduction in
import duty on liquefied petro-
leum gas (LPG) and kerosene,
apart from yet another Rs. 2,140
crores on slashing of the excise
duty on the two cooking fuels.

. o
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Besides, it stood to lose Rs. 1,100
crores on CVD/AV (assessable
value).

Against this, it would gain just
Rs. 8,961 crores from the in-
crease in excise duty on petrol
and diesel, thereby rendering
the entire exercise
revenue-neutral.

“The Finance Ministry as-
sumptions of revenues are at a
crude price of $38 a barrel while
the April average has been
$49.27 a barrel. They will gain
more than they will lose,” an offi-
cial said. This apart, the increase
in road cess would fetch another
tidy sum of Rs. 3,116 crores in
2005-06.

The increased duties and spi-
ralling crude prices actually war-
rant a Rs. 5.26 a litre increase in
price of diesel and Rs. 5.77 alitre
hike in the price of petrol.

In their absence, the oil PSUs
stand to lose about Rs. 2,400
crores a month.

Coupled with this, the oil
companies also stand to lose Rs.

D rinod

seeks

e

prices

14,000 crores in the full year of
2005-06 on sale of LPG and ker-
osene as the present prices are
nowhere near the costs.

“I am more than convinced
that the Budget proposals are in-
deed revenue-neutral,” Mr, Ai-
yar told newspersons after his
meeting with the Finance Minis-
ter. He said it has to be examined
if the increased cess is to be
passed on to customers, as it will
accrue only when it is collected.

“I will meet Left party leaders
and other allies on the issue,”
Mr. Aiyar said. The consensus of
the discussions would be placed
before the Cabinet for approval.

Officials said the increased
duties on petrol and diesel were
balanced by lowering of rates on
domestic cooking gas (LPG) by
Rs. 17.75 a cylinder and on PDS
kerosene by Rs. 0.88 a litre.

Despite this, the oil firms were
selling kerosene at Rs. 10.30 a
litre discount to cost and domes-
tic LPG was under-priced by Rs.
82 a cylinder.
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STATESMAN NEWS SERVICE
KOLKATA, April 23. —
Trouble erupted at Me-
tiabruz today just after a
meeting had been held to
protest against VAT,

A row broke out between
two groups of tailors and
traders from the VIP
Market on Akra Road
over the imposition of
VAT. Soon, the fracas as-
sumed political overtones
with CPI-M and Congress
leaders trading charges.
Around 10 a.m., the asso-
ciation of the tailors and
garment-traders of the
market was holding a
meeting in  protest
against VAT. They had
called a 24-hour bandh at
the market today. “While
the meeting was on, a
group of men, associated
with the Citu-affiliated
West Bengal Tailors’ Un-
ion told some of the trad-
ers to open their shops,” a
trader said.

When they did not relent,
an altercation broke out.
“The pro-VAT group forced
the traders to open the
shops. They damaged sh-
ops, hurled stones, smash-
ed glass panes and set on
fire three motorcycles
parked outside the mar-
ket,” a tailor said. Soon,
the situation worsened as
both sides clashed. As it
was the weekly market
day today, the area was
crowded.

As the trouble escalated,
a large police force arrived.
Police resorted to a lathi-
charge but to no avail. To
disperse the mob, police
fired two rounds in the air.

DIG (Presidency range)
Mr Hermanpreet Singh
said: “Twenty persons
were arrested in this con-
nection.”

According to local coun-
cillor Mr Sailen Dasgupta:
“The traders were holding
a peaceful meeting when
CPI-M goons ransacked
the shops.” CPI-M leader
Mr Dilip Sen, on the con-
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TRADERS’ STRIKE

KOLKATA, April 23.—
The Confederation of
West Bengal Trade As-
sociations have decided
to go on strike from 25
April to 29 April in sup-
port of the on-going
trade strike by whole-
sellers in the state. Ear-
lier, the CWBTA, had
announced that they
would join the trade
strike only on 29 April.
Another trade organisa-
tion, Federation of West
Bengal Traders Associa-
tion, which, too, had ear-
lier announced that it
would join the strike on
29 is contemplating do-
Bmg the same. — SNS

trary, blamed the Con-
gress-Trinamul combine

for the trouble.

“We had asked the trad-
ers to withdraw the bandh.
We told them that the ad-

ministration and police |

will ensure that there is no
trouble,” Mr Sen said.
Maheshtala MLA Mr
Mursalin Mollah said that
the touts of businessmen
from Burrabazar opposing
VAT were responsible for
today’s violence. However,
the garment-traders re-
mained divided over VAT.
A member of the market
association said: “Earlier,

when we met finance min- |

ister Mr Asim Dasgupta
he had assured us that
small-time traders like us
would not have to pay
VAT. But, on 1 April we,
too, were dragged into the
VAT net.”

Speaking at the Writers’
Buildings, the state fi-
nance minister said: “If
traders who wish to do
business are obstructed,
then the Kolkata Police

and the district police |

have been told to take ac-
tion.”

He also added that |

there was no news of rise
in prices.

THE STATESMAN
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VAT with some

. \

PRESS TRUST OF INDIA

NEW DELHI, April 16. — States
will be given ﬂex1b1hty to levy dif-
ferent VAT rates on some items
but there will be uniformity in tax
rates of most items, Empowered
Committee chairman  Asim
Dasgupta said today.

The VAT panel will again meet
on 25-26 April to resolve amicably
the problems faced by states,
including the variations in VAT
rates and unjustified rise in prices
of some items, he told reporters
after four-hour long meeting of
state finance ministers here.

Mr Dasgupta will also visit the
eight states — UP, Tamil Nadu,
Uttaranchal, Rajasthan, Gujarat,
Madhya Pradesh, Jharkhand and
Chhattisgarh — for persuading
them te join the VAT regime.
“Twenty-one states introduced
VAT and they remain firm in the
implementation process. There are
about eight states, which have not
switched to VAT but may be in the
final stages.

“We will visit all these states and
request them to join us,” Mr
Dasgupta said, adding all the
states were together when VAT
panel was formed to introduce the
tax reform.

Admitting that there was initial
hiccups, he said, “Nearly 130 coun-
tries have introduced VAT and the
initial teething problems was
much more intense there... We are
confident in resolving the issue in
the interest of the consumers”.
Problems pertaining to variations
in VAT rates and rise in prices of
some items is expected be resolved
by this month, “We have received
complaints of variations in VAT
rates across states.. We want to
come to a convergence among our-
selves. When a new tax system is
introduced, there is bound to be
variations. But it can be settled,”
he said, adding “we will strike a
balance between uniformity and
flexibility in VAT rates”.

Mr Dasgupta said there was

“flexibility’

During the VAT committee meeting in New Delhi on Saturday. — AFP

“total consensus” among states on
the VAT rates but wherever there
is variations, it would be sorted
out by this month-end.

“In our federal structure, the
basic feature of VAT is common.
But there will be some reasonable
federal flexibility. We will strike a
balance. It’s not an easy job. But
we will do it,” he said. Apart from
VAT rates, the panel will also look
into reasons for price rise in cer-
tain items and complaints against
companies flouting VAT rules,
he said. “In certain commodities,
there has been price rise which
was not justified under VAT
regime. Complaints against large
manufacturers, who have not
passed on the VAT benefits, have
also been received,” Mr Dasgupta
said. State government will again
explain the VAT rates to traders
and manufacturers so as to ensure
that prices come down to the level
possible, he said.

The Empowered Committee in

its next meeting will also resolve
the differences between states on
the issue of minimum floor tax
rate on diesel and other petroleum
products. Some states have
imposed tax rate on diesel at lower
rate instead of the floor rate of 20
per cent envisaged by the
Empowered Committee earlier.

However, Mr Dasgupta said that
petroleum products will be out of
VAT since their prices are not
totally market determined.
“Petroleum products are still out of
VAT. There will be no deviation.
The reason why petroleum prod-
ucts have been kept out of VAT is
that they are not marketable com-
modity and falls under adminis-
tered price mechanism,” he said.

Mr Dasgupta said the list of
items under VAT will not be
extended but there could categori-
sation of different ifems under
one head.

While VAT panel will again visit
the eight reluctant states to per-

suade them to join the VAT
league, Uttar Pradesh representa-
tive and agriculture minister
Ashok Bajpai emphatically assert-
ed that the state is not going to
switch over to the new regime
immediately. “Unless the traders
in the state agrees, we will not
switch to VAT,” he said.

The state government officials
are talking to traders’ bodies and it
may take Uttar Pradesh some
time to switch over to VAT, he
added. Some states like Uttar
Pradesh and Delhi also raised the
issue of introducing another slab
of eight percent VAT. However,
Mr Dasgupta said the discussion
on slab rates will be held at an
“appropriate” time. While he
emphasised that variation in VAT
rates among states are not signifi-
cant, the Confederation of All
India Traders said the variation is
in over 500 items including essen-

tial items like tea, floor, 77/
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Left helps pass Patents Bill

ﬁlm

S 1Y, e
Statesman /ziew ervice (}‘* W M

NEW DELHI, March 22. — With the Left
parties supporting the UPA government as
expected, the Patents Bill was passed in the
Lok Sabha today. And the price for the sup-
port, which was agreed upon after final dis-
cussions yesterday evening, was the amend-
ments that the Left demanded and the gov-
erament introduced as their own changes.
With the NDA walking out in protest, the
Bill waus passed by voiee vote. The NDA wa-
Ated a consensus and would have preferred
further discussions on the subject in the par-
liamentary standing committee. But the gov-
ernment felt there was little room for that as
the there is little time left to meet the WTO
deadline. The Bill would have been cleared
yesterday but for a few last-minute hitches,
Some amendments demanded by the Left
were not placed by the government. Besides
the Lett, support also came from Samajwadi
Party, making the Bill's passage a formality.
During the debate. commerce minister
Mr Kamal Nath said the NDA had original-
ly moved the Bil! and was going back on its
word simply because it was now in the Opp-
osition. He denied that it would mean a rise

17 PR 2005

in prices of essentialgd}ugé, giving multina-
tional pharmaceutical giants an advantage.

That the Left would support the Bili was
clear when Mr Suresh Kuruap of the CPI-M
announced that he would support the Bill.
Earlier, the government had accepted 10
of the 12 amendments suggested by the
Left. Mr Rupchand Pali of the CPI-M, who
was involved in the negotiations, supported
the Bill and criticised the BIP. Even parties
like the RJD, not cntirely happy with the
Congress, supported the Bili,

Opposing the Patents (Amgpdment) Bill
in its present form, NDA convener and
former defence minister Mr George
Fernandes agreed that this piece of legisla-
tion was framed by the NDA government.
But he reiterated his party’s demand that
the Bill be sent to the parfiamentary stand-
ing committee to seek the opinion of a
cross-section of people and organisations.
He referred 10 the concerns raised by the
WHO over generic drugs, particularly in
the fight against diseases like AIDS. “No
matter what the TRIPS say, where health
is concerned we should not play with it,” he
said. Among others, Ms Maneka Gandhi
said she feared a hike in drug prices soon.
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Cruc1al VAT

NEW DEILHI, April 15.

— The Empowered
Committee of  state
finance ministers on VAT
will take a decision tomor-
row on removing varia-
tions in tax rates.

The Committee will also
discuss in detail the issue
of price rise due to imple-
mentation of VAT by
states from this month, its
chairman Mr  Asim
Dasgupta said today.

As a preparation for the
meeting, the Committee
collected data on variation
in VAT rates and other
implementation  issues
from officials of the 21
states that have switched
over to the new tax system.

“Any- decision on that
(variations in VAT rates)
will be announced tomor-
row,” Mr Dasgupta told
reporters after emerging
from a 4-hour long meet-
ing with state sales tax
commissioners and other
officials.

State finance ministers,
including of those states
that have not switched
over to the new tax system,
will attend the
Empowered Committee’s
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“me tmg tomorrow. The
data revealed that only a
few states have resorted to
variations in tax rates.

“If we take 21 states that
implemented VAT collec-

tively, there have not been * in

significant variations (in
VAT rates) from their
committed stance. In a few
states, we have noted devi-
ations,” Mr Dagupta said.

Sources said variations
in VAT rates have been
found in a couple of states,
including Delhi.

Delhi, in fact, altered
the VAT rates of some

items and put around 14

categories of items under
the exempted list on Wed-
nesday. Empowered com-
mittee secretary Ramesh
Chandra had earlier this
week admitted that varia-
tions in VAT rates among
states was a serious issue.

Today’s meeting, attend-
ed by Parthasarthy Shome,
advisor to finance minister
P Chidambaram, and
other officials of the min-
istry, also discussed the
issue of price rise due to
VAT. “We will discuss it in
detail tomorrow,” Mr
Dasgupta said.

Earlier this month, Mr
Dasgupta had said prices
of essential commodities,

panel
meetmg today

including rice, floor, suji,
maida and medlcmes
have fallen due to VAT.
Sources said data pre-
sented in the meeting
today also revealed prices
“many” states have fall-
en after implementation
of VAT
Mr Chandra said the
issue of uniform sales tax
on diesel at 20 per cent
was also taken up in
today’s meeting. While
Delhi had increased VAT
on diesel to 20 per cent,
Haryana has a lower tax
rate. Delhi was insisting
that other states also
increase the tax on diesel
to 20 per cent, as decided
by the Empowered
Committee. “We present-
ed our stand on the issue
to the committee,” Delhi
Sales Tax Commissioner
Mr RK Verma said.
Various implementation
issues like anomalies in
VAT rates, issuance of 21-
point convergence list and
diversion of trade to non-
VAT states have cropped
up after implementation
of the new tax system.
Five BJP-ruled states,
besides Uttar Pradesh,

Tamil Nadu and
Uttaranchal have not
implemented VAT.
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, MISSING, A HOLISTIC VIEW OF
: X

NO MAJOR CHANGES were expected from the
annual supplement to the foreign trade policy
that was unveiled by Commerce Minister Ka-
mal Nath on Friday. The five-year Foreign
Trade Policy (FTP) presented on August 31,
2004 was the United Progressive Alliance’s first
policy statement in the area and was meant to
replace the earlier Export-Import policies.

 However, despite being projected as a depar-

}ure from EXIM policies, the FTP hardly con-
tained any path-breaking announcements.
Given the diminishing role of the Government
in exports and imports, it is perhaps not real-
istic to expect significant announcements and
concessions from trade policy statements. The
first annual supplement to the FTP sticks to the
pattern already established; it is mainly an exer-
cise in fine-tuning procedures.

There is another reason why trade policy an-
nouncements do not appear all that significant.
Foreign trade, except in a narrow procedural
sense, cuts across the domains of several Minis-
tries. The well-known constraints to exports —
high transaction costs, ‘export’ of domestic le-
vies, and above all infrastructure inadequacies
— cannot be addressed by the Commerce Min-
istry alone. Nor is the ballooning petroleum im-
port bill, estimated at $29 billion out of a total
import bill of $105 billion last year, the sole
concern of any one Ministry. Most likely, it is

Y

TRADE
3 y b

tl-i%absence of a timely¥and co-ordinated action
plan by several arms of the government that
explains the Commerce Minister’s inability to
effect changes such as replacing the duty entit-
lement passbook scheme. The scheme, a major
export incentive, seeks to neutralise the inci-
dence of domestic levies on exports. Trade pol-
icy should take a holistic view and deal with the
whole range of policy measures in fields such as
transportation, logistics, and banking.

Exports, which have been growing at a brisk
pace in recent years, touched $80 billion last
year. The share of India’s exports in global trade
is still minuscule, less than the share of many
small countries. There is a need to broadbase
the composition of exports and look beyond the
top six destinations — the United States, the
European Union, the United Arab Emirates, the
United Kingdom, China, and Japan. Not to be
forgotten, the stickiness in oil imports and the
high global petroleum prices all but rule out the
possibility of the trade deficit narrowing in the
near future. Last year, merchandise imports ex-
ceeded exports by $25 billion. The deficit was
met entirely by services, essentially software ex-
ports estimated at $30 billion. It is time the over-
all policy framework transcended the confines
of merchandise trade and tapped the full poten-
tial of these two sources in boosting the balance
of payments. /

»
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__NEW TRADE POLICY UNVEILED~

Cess on
farm exports
“a1 to g0 o

By Sushipa Ramchandran
NEW DELHI, APRIL 8. The Govern-
ment today announced the set-
ting up of an Inter-State Trade
Council as part of measures to
boost exports, especially in the
key areas of agro-products, ma-
rine products, and handlooms.
In a supplement to the five-year
foreign trade policy (2004-9),
numerous steps to cut red-ta-
pism have been unveiled, espe-
cially in the export promotion
capital goods (EPCG) and ad-
vance licensing schemes. These
are expected to benefit the
small-scale units and the retail
sector while reducing the con-
gestion in ports.

The Commerce Minister, Ka-
mal Nath, outlining the new
policy initiatives at a press
meet, said an unprecedented
24 per cent export growth rate
in 2004-2005 forced him to re-
vise the target for the current
year from $88 billion to $92 bil-
lion. Quick estimates for 2004-
2005 showed that total exports
reached $80 billion, against the
target of $74 billion. With even
higher imports, the trade deficit
had reached $25 billion. He felt
this was largely due to the high
cost of oil imports.

““Avoid taxing exports”

The Minister, stressing the
need to avoid taxing exports,
said the cess on export of all
agricultural * and - plantation
commodities, under the various

- Commodity Board ~Acts, were
proposed to be abolished. Con-
sultations would be held with
other Ministries which might
be levying cess on ¢ 5, with
aview t6 @iminating e
cannot subsidise our exports
but let us at least not tax them.”

Launching a special package
for the marine products sector,
he said this was meant to help
the fishermen affected by tsu-
nami, It includes allowing im-
port of mono-filament long line
system for tuna fishing at a
concessional duty of five per
cent and allowing duty-free im-
port of special flavours and in-
gredients for seafood
processing up to one per cent
of the value of exports. The sys-
tem of waste disposal of sea-
food only after Customs

inspection is belng replaced by
a self-removal procedure for
waste clearance.

The Minister said the “Vish-
esh Krishi Upaj Yojana” woulg
be extended to poultry and
dairy products, apart from
flowers, fruits, vegetables and
minor forest produce. The Shel-
lac export promotion council
had also been made the nodal
agencyl for minor forest pro-
duce while a special handloom
trademark would be developed
on the lines of Woolmark anc
Silkmark.

New scheme

As for the duty entitlemen
pass-book (DEPB) scheme, hu
said a scheme to replace it hac
been finalised and it would i1
place within six months. Th
Minister conceded the expor
ters’ demand for a transitiona
period to shift to the nev
scheme.

Under the “EPCG package,
fast track companies fulfillin
75 per cent of their export obli
gation in half the time, woulc
be freed from the balance obli
gation. This is expected to ben
efit the pharmaceutical secto
significantly. Concessional duts
benefits have also been given t
the retail sector as well as fo
capacity expansion and qualit
upgrading of small-scale units
The EPCG scheme had been ex
tended to minor ports, inlan
container depots and the con
tainer freight stations in orde
to augment port facilities.

Mr. Kamal Nath was confi
dent that the proposed Inter-
State Trade Council would im-
prove the coordipation
between the States and the
Centre with regard to trade.
Some States had formulated ex<”
port policies but a great deal
was needed to coordinate these
efforts.

The  advance licensing
scheme had also been rational-
ised with three different cate-
gories being merged. The scope
has been extended to all previ-
ous exporters. Besides, as a ma-
jor initiative towards cutting
transaction costs, he said, a sin-
gle common application form
“Ayaat-Niryat” of 50 pages
would replace the present 120
page set.

09 apr 2008
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Govt buys
qytlme o“i\i\oﬂ

OUR SPECIAL
CORRESPONDENT

N

New Delhi, April 8: The
government seems to be buy-
ing time on the controversial
issue of raising petrol and
diesel prices in the wake of
skyrocketing international
crude rates.

The government is clearly
worried over the adverse polit-
ical fallout of such a move,
which, in recent months, has
pushed its economic impera-
tives to the backburner.

Left leaders met Prime
Minister Manmohan Singh
today but skirted around the
prickly economic issues. The
CPM later ratcheted up pres-
sure on the government by de-
manding the withdrawal of
the excise duty hike on petrol
and diesel in the recent budg-
et. This, they argued, will obvi-
ate the need to raise pump
prices.

Defence minister Pranab
Mukherjee said the issue of
increasing the prices of the
two auto fuels was not dis-
cussed at the cabinet meeting
today.

Public sector oil compa-
nies have heen seeking a Rs
4.50-per-litre hike in petrol and
Rs 5 per litre increase in diesel
rates due to hardening of
crude prices, increase in ex-
cise duty, levy of additional
road cess and extra cost in-

curred in supplying ultra-low
sulphur fuel from April 1.

“The petroleum ministry
had proposed that 60 per cent
of the hike sought by state-run
companies be allowed now
and the remaining be spread
over a period. But the issue did
not come up for discussion
today,” a senior official said.

The ministry is reported to
have circulated a cabinet note,
pointing out that public sector
firms were losing Rs 1,250
crore a month in revenues due
to the freeze in petrol and
diesel prices since November
2004.

Meanwhile, the govern-
ment has allowed Indian Oil to
directly charter ships for
crude imports instead of
going through Transchart, the
chartering wing of the ship-
ping ministry. The shipping
ministry had been opposed to
the move on the ground that it
would hit Indian shipping
firms, including SCI, which is
given preference under Tran
schart.

Information and broad-
casting minister Jaipal Reddy
said “the cabinet gave its ap-
proval for allowing IOC to
charter ships for oil imports
directly”

According to the shipping
policy, import of government-
owned cargoes should be done
only on free-on-board basis
through Transchart.

THE T1LLEGKAI'H



PuE jlew YIS Jo saun
93 UO I0103s WOO[puey
1oy padojaasp aq pnom
yiew opeI} B ples yjeyn
‘erpuj pueig Sunjowolg
‘strod
-X2 Jsurede sjpa1o Linp 108
03 s1a110dxs Suimorre sajq
-B19594 pueR SINIJ ‘SISMO])
Sutpnyour sponpoxd £13nod
pue Anep ‘einymnouse
1oy euelox [edn ysury
UsaysiA,, Iapun sujauaq
pasunouue yjeN ‘opisin
-unod a3y} 10y Ao1j0d apel],
oyl Sunejsuel] ‘sanipow
-wod uonejueld pue wie]
uo $s39 110dxs Jo [eaowW
-1 Surpnpour ‘sy1odxs 113e
U0 JSNIY3 pre[ pueg sainp

Adjjod apeuy s,

\. Yiewjoom  -a001d aurjuieans o3 sdags

pauiino  osfe  yjeN
‘Iayjoue
0] WY B JO JIUN U0 WOj
90U221] 1apun pajrodur er
-19jewW 9213 £Inp JO 19jsue]
Fumrwrad pue uonesiie]
-nFa1 110dx3 103 20U JO
Surqqnyo Suimorre ‘pasijeu
-01jel Ud3q sey STV aYJ,
‘uonesdiqo 1rodxa aoue
-[eq 2Y3 WOIJ paa1j aq [[eys
potrad uonesiqo rewigiio
343 Jrey ui uonedijqo 1od
-Xd 1121} JO 2I0W 10 U
Tod g/ Suryying swyy ‘saru
-edwoo yoen-jse; asian
-uadul 0} pue 2WAYdg Fur
-STAOI'] 90UBADY 29U} Iapun

s11odxs 9jeIdENdE Q
‘11 03 wiog

93ed-(G & 3aRY MOU [fim IB]
0s swroy ofed-zpy Suiyy
s1o110dxq "yiomriaded juaa
12d g9 Suonpar sisirod
X9 10j paquosard uaaq

sely yoIym—_ JeA1IN-1eARY,
—(wroy uopneosrndde 53
-uls & Y[ $9INSLIU SULIO]
-9I 2WOS PaUIINO YN
‘8100 UOT)BOSURI} JND QT

sisladxe 1o} yiomieded ssoT

103983 ieje) Jof pasyeuoieiede 1eueq Ho43 M

ISS pue Buunioeinuew ‘ube u) peonped uonebigo tiod

-X3 "Perowsi 8q o} si0100s uoyeiued pue ube uo 5560 odx3 I
OWd Aq dn ueyey g o OHH 08 UoideS Japun seay

~OU Xe} pue "anssi sajel aUaydg 400qssed uewspuuz Ang m
Spodxe 1500q 0} dn 16 [1UN0T) Bp.IL e1eIS-1oM) I

8103005 Justioduiod one ‘jrejes ‘Aliep ‘au

ogs.cmm ioj sdos ‘uogeieueb Juswhoidwe s swey; fox I

SIHOIMHOIH 3HL -

LoHG 263 81 90-6002 10; 16881 Lodxa g

mo.gﬂs UOIIA GOL§ SOdU ‘LolIg 088 4Nl SHOdKT
AJI10d 30vUL zmmmc"_

JeN [ewe)y SaAUP dIND:

> £

h trade polic
gagri & plﬁn\zﬂi

i
i

Kamal Nath lets the CMP

ower fore
ops for employm

310d
-91 s Jqns 03 skep (¢
uoAlf usaq sey [unoy
oyl  ‘sropraord  oo1a
-138 10J ,93BOIJ1319D THAYDS
BIpU] WOIJ paalas, jsurede
Alddns 10} s;un yiQy
01 3175U3q 110dxa pawsap
Burpuaixs ‘(snod)
sjun payuorr)  yiod
-Xg 0} XB} 931AI3S JO UON
-dwraxa meEmo 110dx2
33013 000‘CT S Surajoaur
safes (wayds joog sseg
ywewannuyg LinQg) 949a
wouy syryord uo soxe; o) Jur
-1B3I SINSSI SUIWEXD MOU
4  [DUOO)  orwouodg
SJARISIUNN WL oYL,
© I9ISTUTIA] SWLIg
2yl woiy cozcoESS

-\

IT may have been an ‘annual
supplement’ to last year’s Foreign
Trade Policy, but that didn’t stop
Commerce Minister Kamal Nath
from pushing the populist Com-

mon Minimum Programme (CMP)

goal of creating employment

NEW DELHI, APRIL 8
through exports.

|
(
|
|
|

There is a $25-billion trade deficit |

In terms of numbers, India’s ex-
as imports were $105 billion.

Sets up Inter State Trade Councll

ports posted a healthy 24 per cent
growth, touching $80 billion, sur-
passing the target of $68 billion. The
target for next year is $92 billion.

So there were sops galore for
employment-generating sectors like
agri exports, marine, dairy, poultry,

Apart from tinkering with incen-

i tives for specific sectors, Nath’s big-
| picture announcement is the setting

retail stores and automotive com-

ponents, among others.

' T T wAVIKA KUMAR

09 apPr 200
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In a major relief to exporters,
CONTINUED ON PAGE 2 J

Nath said that all income tax no-
tices to exporters under Section 80
now be held in abeyance, thanks to

policies like tax framework and HHC for 2001-02 onwards would

labour laws.to compete for invest-

ments in export-oriented companies.
iINDIAN EXFRESS

up of an Inter State Trade Council, a
platform to create competition
among states to adopt economic
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warns govt

on'© dlscrédlt&l’
economic policies

N ew Delhi: Reﬂectlng their
differences
with the gov-
ernment
5 they support

1 from  out-
side, the Left
parties on
Wednesday
cautioned
the UPA
coalition at

H S Surjeet
the Centre against following

“old discredited” economic
policies, making it clear that
they would not give up on their
“basic agenda”.

As the CPM congress began
its six-day deliberations, Hark-
ishen Singh Surjeet, in proba-
bly his Iast address as general
secretary to the party’s high-
est-policy making body, said
that while the Left supported
the UPA government “to meet
the exigencies of the current
situation, let me make it clear
that there will be no giving up
on our basic agenda”.

“We shall act as sentinels of
the people. We shall make inde-
pendent assessments and de-
cide our course of action,” he
told over 800 delegates from
various parts of the country
during his inaugural address
and in a veiled warning to the
Congress-led government.

Observing that differences
in ideology and “class charac-
ter” of the Congress and the
CPM were “well known,” Sur-
jeet said the struggle between
the approaches of the two par-
ties would continue.

Voicing the Left’s concerns
over the reforms policies pur-
sued by the Central govern-
ment, over which differences
have been aired by them in the
open, CPI general secretary A
B Bardhan asked the govern-
ment not to pursue the “same

THE ;

i U"LC)

old discredited” policies but to
adhere to the common mini-
mum programme to carry out
economic reforms with a hu-
man face. The congress, held
every three years, is meeting
in the backdrop of offers by
Surjeet to step down as general
secretary. There are indica-
tions that the mantle would go
to a younger Prakash Karat.
The other nonagepdrian
leader Jyoti Basu has-lso of-
fered to quit. e
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