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Looking Ahead of Price-control

he draft pharmaceutical policy that proposes to brin No wonder, there is strong opposition on the
354 drugs under price-control has expectedly raisegl proposed price control regime not only from the
raging debates in the country. Such a measure was deenfjed Department of Industry that tends to protect interests

necessary in view of the Supreme Court order, thoug of the business, but also from the Departments of
was expected that there would be resistance from th"é Health as well as Consumer Affairs, which seek to
pharmaceutical lobby. | ! protect the interests of consumers.

Recently, the President of the Organisation of

Pharmaceutical Producers of India had criticised the

proposal arguing that competition should be
encouraged with an appropriate monitoring
of prices.

One may not fully agree with the
above statement, and regulation, in
such a purview, may be necessary.
However, regulation should try to
simulate the ‘effects of competition’,
and price-control should not be
imposed on drugs where the ‘effects
of competition’ already exist.

It would be a better idea to put
fewer number of drugs under price
control while retaining the existing
level of MAPE of 100 percent and put
others on the watch list and adopt a
(MAPE) to 150 percent from threat-based policy by reserving the
the current level of 100 right to bring them under price-
percent. control any time their prices cross certain levels.

This is far too high and cannot be justified. This als&egulation of drug prices is necessary not only because it
contradicts the policy of a trade margin of 50 percent (1i5 a different kind of product that involves issues of life
percent for wholesalers and 35 percent for retailers) fand death for people, but also because normal market forces
generic medicines proposed in the same policy draflo not operate as consumers do not make the choice.
Obviously, many firms should be able to sell at lower prices In the case of a normal product, consumers make
than at the controlled level. The question thus arises: ¢goice based on their perception and experiences of quality
the government allowing firms to fix prices at a higher leveand prices.
in the name of price-control? However, in case of medicines, doctors and retailers

The Indian experience is that, by and large, suggestpléy important roles in the purchase decision. As a result,
maximum price invariably becomes actual selling pricenedicines of same quality and effectiveness could be sold
Hence, for many medicines, there is a risk that price- conti@ higher prices by providing ‘incentives’ to doctors and
will lead to higher prices. pharmacists. /

Indeed, India had a similar drug price control regime
earlier as well. But, with increased decontrol | ;|
down the years, prices of some medicin E
soared, so much so that for some drug
prices today are not only higher compared
to neighbouring countries like Sri Lanka
and Bangladesh, but evetis-a-vis
developed countries like
Canada and the UK. This is s==
not, however, universal. Some
medicines continue to be
available at reasonable prices.

The policy proposes to
bring more medicines under #s
price control, but at the same [ Ly
time increase the Maximum §
Allowable Post-
Manufacturing Expenses
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In fact, the proposed policy has indirectly recogniseBrugs (Price Management and Distribution) Act is a step
this by allowing Research and Development oriented firnis the right direction. It will also be necessary to promote
to have higher MAPE. This means, for the same medicingeneric medicines and competition in the
some firms will have 150 percent margin while others wilinarket, as consumers will be able to buy any brand of
have 200 percent. Incidentally, such problems occur for aledicine without bothering about the quality and looking
medicines, essential and non-essential. at prices. It is true that the drug market is not perfectly

Nevertheless, the proposed policy has not spelt ocbmpetitive, due to peculiarities of the sector.
any effective measures to deal with such problems. True, However, it is not just the pharmaceutical companies
measure of fixing trade margins can deal with such problentlat are responsible for this. All other actors of the health
However, this has been proposed only for genergervices delivery system, including doctors, pharmacists,
medicines, though the problems are there with all medicinémspitals and diagnostic clinics, are equally responsible.
The issue of trade margin deserves more attention agfte government thus needs to take a holistic look at the
can check the anti-competitive practices of the retailerssue of healthcare, and availability of affordable medicine
who are cartelised and often force the manufacturersigonly a part of it.
offer higher margins. For many people living in rural areas and for the poor

In any case, such cartelised behaviour must be stoppgdurban areas, the primary issue is the availability of
as otherwise consumers will be forced to pay higher pricexffordable and ‘honest’ healthcare services rather than
even if pharmaceutical manufacturers are willing to providihe prices of medicines. This would require measures other
the same at reasonable prices. than price control.

It is also not clear why the government has not As for price control, it would be advisable to maintain
considered de-branding some generic medicines, onetbéstatus quan view of the Supreme Court order. If more
the recommendations of the task force headed by Dr Promakdicines are to be brought under price control, they
Sen, Advisor, Planning Commission, though the policghould be restricted to a few that might have seen excessive
speaks of promoting generic medicines. The proposedice increase rather than all essential drugs.

THEME:IS DRUG PRICE CONTROL ESSENTIAL?

Yes, it will enhance No, it will affect

access to essential drugs investment and supply

A striking feature of the pharmaceuticals marketin India  More than three decades of controls on prices of
is the wide variation in prices of different brands of the samanedicines have demonstrated that they are grossly
formulation, and the top-selling brand of a particular counterproductive. Empirical data shows that price
formulation is often one of the most expensive. In severatontrols drive investment away to products outside
cases, the same medicine is sold by a company at five timgsice controls.
or more the price of its competitor. This happens because This impacts supply and availability. The controls
the consumer has no direct interaction with the market in then prices of cement, sugar and paper have shown that
case of medicines. price controls have invariably led to shortages. This

Consumers on the advice of doctors or chemists =} was the experience even in the case of
purchase them. By targeting doctors and chemists, medicines when 374 essential drugs
companies are able to ensure sales of medicines were brought under price control in 1979.
even when they are more expensive than The 1979 price control regime led to the
those of their competitors. emergence of spurious and counterfeit

In most countries (especially developed medicines in the country.
countries) a majority of drugs is available The ORG-IMS data for 2004-06 is an
through public-funded institutions and ™ eye-opener. It reports sales growth at
health insurance mechanisms. In India, where volume CAGR of 5.6 percent for medicines under
retail sales account for 70 percent of sales, the only price control. This is half the rate of growth (volume
mechanism available is direct price control. Only an estimate@€AGR of 9.7 percent) for medicines outside control.
quarter of India’s population has access to essential drugslot only had the supply of medicines outside control
Price controls can contribute to increasing access. Thimcreased faster, prices of these products remained
bottom line for the pharmaceutical industry is that it shouldalmost steady. This is due to the entry of new players
make available medicines to those who need them — if thijtensifying competition, competition in turn driving
is not ensured, there is little justification for allowing the efficiency, leading to cost reduction. The result is
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industry to operate. cheaper medicines.
Amit Sen Gupta D G Shah
General Secretary Secretary General
All India Peoples’ Science Network Indian Pharmaceutical Alliance

(Abridged from an article that appeared in the Economic Times on 22.07.06)
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INFRASTRUCTURE | POWER

Dispatch Functions The project implementation was Developing Power Projects

A Committee of Secretaries hasapproved on a turnkey basis and work  India is planning to jointly develop
proposed to gradually carve out loadon the four projects was supposed t@ver 15 power projects totaling
dispatch functions from PowerGrid start this year. But, lately, the proces29,662mw in its immediate
Corporation of India (PGCIL), starting came to a grinding halt when PDC wagheighbourhood of Nepal, Bhutan,
two years hence. conveyed that the government hadvlyanmar, and Afghanistan. These

Initially, the new entity will be a decided against executing the project®rojects are at various stages of
wholly-owned subsidiary of PGCIL, on a turnkey basis. Now, the discussion and have progressed
but over a period of time, PGCIL will government has changed policy andonsiderably.
bring down its stake in the arm. prefers build, operate, own, and Nepal alone accounts for over
Eventually, the equity of the load transfer (BOOT) to turnkey as basis. 20,000mw of the capacity being
dispatch company will be widely  The government now intends to considered. This is expected to add
dispersed. It will act as an Independente_tender the projects for private {0 the scale of co-operation between
Systems Operator (ISO), akin to suchyarticipation though independent!ndia and Nepal.

agencies in the US and UK. power producers under the BOOT _ While in Bhutan three major hydro

The ISO will be capable of {omyla. (ET, 09.09.06) projects have been identified for joint
objective decision making, with no development and the survey and
concentration of its ownership in the 1yrning Prepaid investigation work for them has been

hands of any player. ISOis envisaged 1 combat power theft, electricity initiated, a project of 1,200mw has
to be an agency that will federally \yi he prepaid from postpaid, in Agra. been :cli)entn:_ed n My".‘rr‘]m%r: as a
control power transmission systemspayshinanchal Vidyut Vitran Nigam mutlua ene '; FX\?J?]Ct with In I'a'd.
in the country. , . Ltd. (DVVNL) has decided to do away N 'cas;: ot Alg d anldstan,. tn |anf
C“rfe”"y’ PG.C ”."S the dominant with electricity billing for domestic and 3gen|c 'es have fren ered assistance for
plgyer n ltransm|SS|oni|ever(1j thotﬁhlight commercial subscribers and evelopment of projecte., 11.08.06)
private players are allowed in the, > . , ,
segment. Absence of a systems' " "8 OICTILIICAC L nterestio Assis

operator for discretionary allocation ) . The Asian Development Bank
of load is said to be one reason for tha/ /€ [0 Uy a certain number of unit Apg)  Manila, has evinced interest

continued monopoly-like situation in Through a.ﬂripaf.l codupon. Ehein providing assistance for the
the transmission industry. coupon Wwill be ltted into the government's ultra mega power
(FE. 12.09.06) subscriber’s meterthroughthe ContrOIprOjeCtS being developed through
T key panel. Once units are consumedgompetitive tariff-based bidding.
Power Pilfer: An Offence the meter.W|II cut power supply. The The centre is. also Qiscussing
Power theft will soon be SUEP'Y_bWIH reSUrrr:e 200n3/' Tolf'tezi the possible financing with other
considered as cognisable offence agﬁ scriber enters the 20-digit code Intamultilateral agencies for each of the
per an amendment in the Electricity "€ Meter. seven 4000mw project, which would
Act 2003. By adopting the method, DVVNL require an investment of over Rs
The cabinet will take up the aims to raise the company’s revenu&G,OOQ crore per project. The exact
amendment considered to being th&Y at least Rs 13 crore a month. modalities involved are still being

key aspect of power sector reforms (BS, 02.08.06) worked out. (BL, 10.09.06)
shortly, which is expected to

substantially improve recoveries of |ndependent Plants

distribution companies. i
Average power theft levels in the Prlvate power developer§ may be able to set up
country are estimated at 30-35 percent] Plants outside the tariff-based competitive
The amendments will, for the first time, Pidding regime.
empower electricity companies to The Ministry of Power is considering allowing
book consumers who tap powerPrivate developers to set up merchant plants, i.e.
illegally and distribution companies Power plants, which are not tied up with long-term
will be in a position to get help from power purchase agreements (PPA).
the police to book the guilty. Independent power producers (IPPs), which opt
Itis estimated that power thefts in for this route, will have to do so at their own risk.
the country account for total losses  The government proposes to limit the plant size
of about Rs 28, 000 croreT, 17.08.06) between 500mw to 1,000mw. This is not merely
because the national tariff policy mandates all new
Bureaucratic Wrangles private sector projects to come through the
The construction of four more competitive bidding process, but there are transmission constraints as well.
hydropower projects by the Jammu &  Such a project would require transmission systems that are planned and
Kashmir-owned Power Developmentexecuted in tandem with the generating plant. The ministry of power believes
Corporation (PDC) has been caughthat a limited number of merchant plants will help develop an electricity
in bureaucratic wrangles. market. (ET, 08.09.06)
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INFRASTRUCTURE [ COMMUNICATIONS

Poor Disbursement

Stern ACtlon The Standing Committee on
Department of Telecommunications (DoT) has % 1 Information Technology has pulled up

proposed severe action against leading telecom the government for poor
companies in the country for violating terms and  # disbursement of money collected from
conditions of the licence agreement, by not complying I telecom companies for the Universal

with subscriber verification norms for Haryana. aly Service Obligation Fund (USO) and
The DoT report has been prepared after its e

has recommended the government to
vigilance wing carried out a detailed check. In their release the remaining unutilised sum.
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replies, service providers remained silent about the requirements and did not The Committee further argued that
even submit any documentary proof of compliance. the very purpose of creating such a

It was discovered that bulk connections have been given in singlenames ~ fund stands defeated when the
without proper verification and documents. amount needed for providing basic

Service providers in turn tried to shift the responsibility of verification to  telephone facilities in rural and remote
their respective franchisees, which were turned down by DoT stating that  areas is not provided for.
operators cannot absolve their responsibility by blaming franchisees. DoT contends that since the

DoT has proposed either a penalty not exceeding Rs 50 crore and/or  definition of USO includes the word
termination of the licence agreement after a 60-day notice.  (FE, 27.08.06)  ‘basic’, it is not possible to provide
cellular services through the Fund to
promote rural telephony and as such, it
has introduced an amendment to the
Telegraph Act to delete the word
‘basic’.

The committee has however
vehemently opposed the argument
and pointed out that the proposal to
'delete the word will give an impression
that the government is trying to water

Sharing Seven in four metros. Moreover, there will
As part of the project Mobile be competition among DTH operators
Operators Shared Towers Initiativefor customers and hence they will
(MOST), mobile phone operators havehave to offer reasonable prices.
agreed to share seven transmission Presently, there are three DTH
towers in Delhi and two in Mumbai. service providers in the country with
The move is aimed at lowering the over three million subscribers. Since
cost of new towers by 50 percent, deDTH tariffs are lower than the
clutter skyline, and reduce call drops.maximum retail price of individual youn the responsibility or promote a
Rapid growth in subscriber basechannels proposed by the TRAI for . tain type of service(ss, 27.08.06)
requires expansion of telecomcas, the regulator has decided to not T

which are being replicated by nearlypTH services.

every operator. Sharing will certainly
bring down infrastructure costs for all

More Powers
TRAI has said that it wants more
(FE, 30.08.06 & ET, 08.09.06) phowers to deal with operators
violating quality of service norms.
operators. Poor Control, Improper Auditing
o A ' The regulator observed that there
This will be the first time that GSM The Comptroller and Auditor yas an urgent need to address the

&rxe?s?gﬁeﬁgggﬁdgl'tﬁgzreegfzigenefa' (CAG) has slammed proplems faced by consumers in terms
Cellular Operators’ Association of oordarshan (DD) and Al 'nd',a Radio of poor quality of services and the
India and Association of Unified MR) for poor standards of internal government would have to give the
Service Providers of India will also controls ~and improper audit regulator more powers for enforcing
announce plans of sharingmeChamsmS' : : prescribed norms.
infrastructure for the rest of the , CAC Cited this asthe mainreason  Telecom service providers have
country. (FE. 04.07.06) for the shortfall in revenue target; forcontinuously failed to meet TRAI-
both DD and AIR. During an appraisal specified norms for offering quality
Not Regulating of the system of revenue generatiorservices. TRAI has no powers to take
The Telecom Regulatory of public .broadcasters, it rgvealedpunitive measures against such
Authority of India (TRAI) has shortfalls in revenue generaqon withoperators. As such, it has proposed a
decided that it will not regulate tariffs reference to annual targets fixed forslew of measures includi.ng increasing
of Direct to Home (DTH) operators. AIR and DD. the tenure of the Chairperson and
The decision comes even as the It was discovered that internal other board members and powers.
regulator has recently proposed tcaudit was not conducted and the It has also sought an amendment
impose a cap of Rs five on all payquality of maintenance of record wasof the TRAI Act to allow board
channels under the ConditionalPoor. members and the Chairperson to take
Access System (CAS), whereby a CAG has asked DD to work uponup employment with other
minimum package of 30 channelsand fix realistic revenue targets andjovernment agencies after demitting
would be provided for Rs 77. conduct periodic review of revenue the office. TRAI holds that the current
Sources from TRAI report that generation. The CAG report alsothree-year tenure is rather short for
DTH will face tough competition from underlined an alarming drop in revenugmaking effective contribution to the
cable operators under the CAS regimef AIR FM channels. (FE, 18.08.06) Sector (BL, 14.08.06)
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INFRASTRUCTURE [ TRANSPORT

Sleek Stations mixed with bitumen to enhance theas in the case of the road sector.
Inspired by modern technologies quality of roads. The technology hasAlternatively, tariffs could be set
used by railways in France and UK,been successfully used in Bangalorevery five years by a regulator who
the Railway Ministry proposes to give and Delhi. would fix a price cap.
metro stations a face-lift. On priority =~ Sources opine that the best part With increasing foreign trade and
is the sprucing up of the New Delhi of the technology is that water doesadditional pressure on the country’s
railway station by 2010. not stay on roads giving them moreports to cope, the shipping ministry
The plan envisages a multi-storeylife. So, even if initial costs are high, is keen on finalising the terms of the
railway station having train arrivals on in the long run it will help cut cost. MCA soon, to encourage, entry of
one floor, departures on another, and Further, plastic waste can come inprivate players into the sector.

malls and hotels on other floors. handy in removing potholes on roads. (BL, 22.09.06)
Not only would the stations have (TH, 08.08.06)

world-class facilities, but would also Looking Afresh

be completely re-built. Rough Yetto See Daylight The government is likely to take a

estimates indicate that each metro There is no hope that the Modelfresh look at existing entry barriers for
station upgradation will cost betweenConcession Agreement (MCA) will new airlines to enter Indian skies. It
Rs 2,000 crore to Rs 4,000 crore.  soon be finalised. In formulation sincemaintains that there has been no
The Railway Ministry will discuss March 2006, the MCA is for public- clampdown on issuance of fresh
a draft design on the revamp at gorivate partnership projects to belicences to serious players.
meeting scheduled in July 2006. awarded on a build, operate, own, and Under existing rules, a new airline
(FE, 16.07.06) transfer (BOOT) basis in major ports. has to have a fleet of five aircraft and
According to official sources, an equity capital of at least Rs 30
More Autonomy finalisation of the MCA is getting crore, among other things, to get a
The National Highways Authority delayed due to a tussle between thecheduled operator licence, which
of India (NHAI) has sent a corporate shipping ministry and the Planning allows them to operate in the domestic
restructuring proposal to the Commission over tariff setting. sector with a published timetable.
Committee on Infrastructure, Sources further report that the  According to sources, the
suggesting greater autonomy inshipping ministry wanted to continue dynamics of the aviation industry is
awarding contracts to private with current cost-plus model for tariff. changing very fast and airlines could
companies, enlarging the board ofBut, the Commission was critical of be assured of burgeoning passenger
directors, and establishing a dedicatedhe model, which it believed did not traffic in coming days. However, if
cadre of professionals. provide any incentive to private carriers fail to maximise their yield,
The authority has proposed toplayers to cut costs. they could meet the same fate as that
amend the NHAI Act so thatits board  Instead, the Commission said,of several others, earlier.
of directors can be strengthened. tariff could be fixed through bidding, (ET, 10.09.06)
NHAI needs more autonomy in
decision making, especially in the light )
of changed market realities. Currently,AI I’pOI’t Reg U|at|0n
individual highway prQJects are he legislation for setting up an Airport
approved only at the ministry level. Economic Regulatory Authority

While justifying the d?f.m.arlldf for (AERA) will be soon be placed before
greater autonomy, an official from '\ . e

NHAI Salq that it WO.UId. he'P the The proposed authority aims to create
?OmPaT‘y n .transformmg. itself |nto,a a level playing field, promoting healthy
multl-dlsplpllnary prqfeSS|o.naI body, competition among airports, encouraging
with high quality financial investments for building airport facilities,
management arld contract, regulating tariffs of overhaul services.
management expertisqET, 18.08.06) AERA will also protect user interests
and look into efficient operations of

QUTUIW Rb%aSS ide durabl q economic and viable airports. It will also have the power to monitor the
N a bid to provide durable roa Sfunctioningofairport regulators.

and resolve the problem of disposing
off plastic waste in Delhi, the Delhi
State Industrial and Infrastructure

woo'sialojdxaeseu eipa Mmm

Under the new regulatory authority, different airports will have a different
tariff structure based on factors like traffic, capital investment, and facilities
. available at the airport. The authority will also have the power to determine
Development Corporation (DS”DQ development fees at major airports, besides prescribing the passenger services
has decided to use cost-effectlvef
plastic-waste technology for road Apart from enjoying the power of fixing aeronautical tariffs every five

laying. . years, AERA will have authority to make appropriate changes in tariff

Acgordmg to thg DSIIDC, plastic étructure,if needed. (ET, 07.09.06 & BS, 04.07.06)
waste is shredded into small parts an
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+ Biofuel
* Policy on
Anvil

The Centre is on the verge of

finalising the new biofuel policy. According

to official sources, deliberations are on to fine-

tune the comprehensive biofuel policy and the draft

‘ is under consideration, and would take another six
months or so, for completion.

A Biofuel Development Board has been set up to delve

into matters of pricing and other finer points of the policy. A

Board report on pricing is expected to make specific proposals,

which will then be forwarded to the Energy Co-ordination Committee

for a final acceptance by the government. (BS, 30.08.06)

www.bookstore.terin.org

In case a complaint of
misbehaviour and diversion of the
LPG cylinder is established against
the deliveryman or distributor, action
would be taken against them as per
the prevailing marketing discipline
guidelines /dealership agreement.

Sources report that LPG
deliverymen and distributors would be
trained to be friendly and courteous
and perform their job neatly, without
sacrificing security and causing
damage to the properties of the
consumers. (FE, 13.07.06)

Licencing Coal Washeries

Coal companies are contemplating

. . ] i , introduction of a licence system for
Price Review PSUs, fixes coal prices. Prices arg 5| washeries — those existing and

The Ministry of Petroleum and determined on the basis of costsygsein the pipeline. According to the
Natural Gas has decided to set up &ncurred in coal production from proposed move, a coal washery is
committee to review the price different minesinacoal company, plusexpected to operate for 5,000 hours
mechanism in some existing gasa reasonable amount of profit. and later stop operations.
contracts where pricing is not However, this method is The proposal has attracted strong
determined through a transparentconsidered grossly inadequate i”opposition from existing coal
open and competitive bidding the present context and results inyasheries and those in the pipeline.
process. coal prices not being reflective of  cgal washeries noted that the

The committee would examine market realities. move is totally against the Centre’s
various alternative pricing methods in (BS, 30.08.06 & ET, 15.08.06) policy of removal of licencegj. They
contracts where no such open further raised question as to how a
competitive bidding route is followed Supply Constraints washery can restrict its operations for
orin cases where it is not feasible for  The Coal Ministry has taken a5 000 hours, when itis not possible to
the seller to follow such a process. slew of measures to overcomegjscontinue operations mid-way.

Alternative pricing methods to be infrastructure constraints in the  The washeries have thus asked
explored would include linking the supply of coal to power, steel andcoal companies to reconsider their
price to a basket of freely traded fuelscement sectors. move, as it goes against guidelines
in international markets; indexingon ~ The Ministry is considering issued by the coal ministry on the
the basis of imported LNG; indexing undertaking increasing capacity ofsetting up of coal washeries in the
on prices determined in othercoal washeries, improving coal country. (FE, 31.08.06)
competitive markets in the region andtransport system, and ensuring
or international exchanges or anytransfer of excess coal with a utility to Strategic Entry
combination of above listed formulas. area of requirement. The private sector could soon be

(FE, 01.08.06) To improve recovery of fine coal, allowed into the strategic area of

state-owned Coal India has planned;ranium exploration and mining.
Regulation of Coal Prices to install a column floatation circuit. The Centre is planning to

The Planning Commission has  To avoid coal supply shortages,outsource these activities to private
pitched for an independent regulatorythe coal ministry will chalk out ways players with a view to step-up uranium
body to bring coal pricing under its to transfer excess coal to the northerrexploration in the country and to find
purview. region where coal requirement is morelarger, high-grade deposits.

The Integrated Energy Policy (FE, 08.08.06) The move to involve the private
(IEP), prepared by an expert group sector could initially be limited to
constituted by the Commission, hasBetter Service areas such as data collection,
recommended the need for a regulator  Taking serious note of burgeoningutilisation of modern techniques, and
in the coal sector to ensure pricecomplaints against the rude behaviouprocessing uranium.
revisions, suggest measures fomnd occasional demands for bribesby Official sources quote that the
setting coal prices, regulate tradingthe LPG cylinder deliveryman, oil- Atomic Energy Act, in its existing
margins, and ensure that pricemarketing companies (OMCs) haveform, could allow private sector
discovery through e-auctions is freedecided to conduct attitudinal training involvement in peripheral activities
of distortions. At present, the coal programmes for distributors and thethat supplement both exploration and
ministry, in consultation with coal deliveryman. mining. (BL, 03.08.06)
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Single Act granted seven public sector banks tanore revenue, but would also provide
Instead of having several Acts, theset up ATMs at 681 railway stations.improved services to people.
entire banking sector would be ruledThe banks that have received The government would invite
under one, over the next few years Thipermission include: Punjab Nationalproposals for the same from the
would apply to the different sub- Bank, Bank of Maharashtra, Bank ofprivate sector. Some big corporates
sectors like state-owned, private, and3aroda, Canara Bank, Union Bank oflike Apollo, Wockhardt, Cadila, and
foreign banks. India, Dena Bank, and Indian Bank. Torrent have evinced interest. Non-
The single Act would provide Indian Railways will allot an area government organisations (NGOs) are
uniformity to the legislation for the of six square metres for the ATM alongalso to become a part of this project.
banking sector and would make it morewith an additional 1.5 square metres Experts opine that the whole
firm and consistent. Accordingly, the for the ticket-dispensing kiosks. This concept is revolutionary, which surely
government would be able to take awould be done jointly with Indian promises better healthcare scenario.
better stand on issues related to thRailway Catering and Tourism (ET, 31.08.06)
banking sector. Corporation (IRCTC).
Presently, the State Bank of India ~ The kiosks would issue long- Hard-pressed for Change
and its associates fall under the SBHistance as well as season tickets, The government is keen at
Act, wherein the Banking Companieseither through e-ticketing or imposing a ceiling of 49 percent
Act governs nationalised banks and-ticketing: e-ticketing would give one Foreign Direct Investment (FDI) in
the Banking Regulation Act governs@ printed ticket on the spot, while courier services. As of now, 100
private sector banks. i-ticketing would deliver the ticket to percent FDI is allowed in the sector.
This uniformity would be all the the purchaser’s door. (ET, 25.08.06) FDI restriction in courier service
more needed once the banking sector is as at a time when the Posts
opens up to reforms. As part of thePrivatising Healthcare Department feels that it should
reform, foreign banks would be able ~ The state government of Gujaratshoulder the responsibility of fulfilling
to merge with private banks, subjectiS Planning to privatise all 23 district the Universal Service Obligation

to a certain investment limit. civil hospitals. This could transform (USO). The courier service does not
(FE, 09.10.06) Gujarat’s state-owned hospitals andshare costs involved in the USO.
refurbish the healthcare sector. As such, the Post Office Act would
Fund Transfer The healthcare industry has beerhave to undergo amendment. The

The government has directed thelfying, since a long time, to generatePosts Department has been trying to
Insurance  Regulatory  and more revenues. The proposedoress this issue on to the government
Development Authority (IRDA) to Privatisation would not only generateand get changes dongeT, 01.09.06)

transfer its funds into the Public
Account of India.

This decision has been taken duel mpI‘OVing Postal Services

to some legality involved, which f late, the Department of Post
states that money collected by the DoP) has come out with a

IRDA under Section 16(1) are receiptsstring of initiatives and novel
on behalf of the government andmeasurestowardsimproving
should thus be credited to the publicservices.

account. In a bid to outdo the

Other regulatory bodies like the private courier, the DoP has ..
Telecom Regulatory Authority of brought down Speed Post Zire
India (TRAI) and the Central tariffs of letters weighing up
Electricity Regulatory Commission to 50 grams by 50 percent. Thus,
(CERC) deposit their receipts into theconsumers can send a letter weighing not more than 50 grams to anywhere
Consolidated Fund of India (CFI).  in the country for Rs 25.

Unlike money deposited in the  Another novel initiative is making Speed Post services hi-tech, wherein
CFl, the IRDA can withdraw money DoP plans to outsource track-and-trace facility to a call centre and equip
at any point in time for meeting postmen with devices to keep track of consignment delivery.
administrative expenses. Accordingto  Under the call centre facility, customers would be able to get the status
government sources, the IRDA wouldof their consignment by simply dialling a toll free number. Simultaneously,
not in any way lose its independenceusing the portable device, the postman would be able to revert once he
by such a decision.  (FE, 01.00.06) delivers the consignment.

In another development, it has been reported that the grand old department
Ticket Service at Kiosks of post and telegraphs will soon be opening doors to the private sector.

Train tickets will soon be available According to official sources, the first privatisation bid of the department
through ATMs at railways stations. Will involve appointing a network of franchisees in more than a dozen
The Reserve Bank of India (RBI) hascatchment areas. (BL, 21.08.06; ET, 25.08.06 & 28.08.06)
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carbonated water that does not contain fruit
juices or pulp cannot be labelled or described
as a ‘fruit’ product. The notification makes it
mandatory to disclose any information that may
be deemed necessary in the interest of
consumers.

The companies would be barred from
putting any misleading, deceptive description

woo owziByo'mmm

GOVERNANCE & REFORMS
Curbing Health Hazards
he Health and the Family Welfare Ministrv
has issued stricter labelling norms, whi

intends to give teeth to the Ministry to be at
to curb health hazards like tobacqmn z z 2
masala cigarettes, and chemicals. Apart fra
these products, even colas would be includ Z
if found guilty of causing diseases and deat z
The law will give enough powers to help tH}
ministry to nail down erring manufacturersa f . * "a 4 on the pack.
regulate the market better. _ ..: id Aa The Ministry, however, reckons that it would

According to a notification issued, the be a very complicated task, as processed food
health ministry has prepared rules for manufacturers of ationtains a variety of natural ingredients and determining
pre-packaged food, including soft drinks. The law statepesticide limit for each will be a very complex procedure.
that the manufacturers have to mention the ingredienighe notification will come into effect from August 20, 2007,
used in their products. Labels will also carry informationgiving enough time to manufacturers to adopt the new
on allergic and hypersensitive substances. Furthenorms. (ET, 07.09.06, FE, 22.08.06 & BS, 31.08.06)

Heavy Losses penalise bureaucrats unwilling to payproducts, and net worth. If a developer

A recent report by the Comptroller along. It will also check political fails to deliver according to the
and Auditor General of India (CAG), interference in the day-to-day working contract, the star status would be
uncovered how public sector of administrations at the district andtaken away.
undertakings (PSUs) in the countrystate levels. Besides, forthcoming projects will
have eroded gigantic amounts of public  Proposed amendment to the cadralso have to meet yardsticks for the
money due to heavgccumulation of ryles of IAS officers empowers the star accreditation.
losses. Refer toPublic ‘Sinking’  Central government to determine—in  The move is aimed at protecting
Undertakings in PolicyWatch, consultation with the states — postsconsumer interests in deciding
April-June, 2006, for more) for which minimum tenure should be whether they are getting value for their

According to sources, the revival stipulated. (HT, 29.08.06) money spent. As the market is flooded
of eight public sector enterprises has with developers of various hues, the
cost the government almost Rs 1,80Qyandatory Appraisal! government has decided to introduce
crore. Since almost half the 200-odd  After star hotels, it is now turn for a rating system, which would ensure
PSUs are sick, revival plans on similarstarrated real estate developers. Ththat consumers are not taken for a ride.
lines could cost the exchequergoyernment is considering making  Industry sources opine that the
thousands of crores. mandatory for real estate developersnove will be viable only if the

A major chunk of the Rs 1,800 tg get rated by the urban developmengovernment takes proactive measures
crore spent on PSU revival has gongninistry. Developers would be to check that consumers also agree to
to Heavy Engineering Corporation. accorded star grades on the basis afdhere to the agreed payment

The government has waived Rs 1,10%6ir past performance, quality of mechanism. (ET, 30.08.06)
crore of the company’s interest

liability. |

Various alternatives such a | STATEBRIEFS
takeover by profit-making PSUs or
private company and calling for join
ventures are also being explored
last option for revival of these sic
units. However, these measures ¢
work only if there are willing buyers
and/or partners. (ET, 30.06.06)

More Edge

The central government i
amending the rules to give a fixe
tenure to All India Services officer
working in the states right from th
post of district collector upwards.

The move is expected to redu
powers of the political executive t
use transfers as an instrument

s
aCurrently in Probe
t The state government of
advaharashtra has filed as many as 101
k cases against nine malls in Mumbai
amn response to recent consumer
5 complaints over smudged price-
labels, price discrepancies and
incorrect packaging.The action was
taken under the Standard Weights
5 and Measures Enforcement Act 1985.
d  The Rule 6(1) of the Act makes
5 it mandatory for retailers to display
e labels to give correct information
about the product and its price.
ceOfficials said that most of these
0 malls have been found violating the
tqule. (ET, 25.08.06)

Ban Brings Disquiet

In a move that could impact
foreign direct investment (FDI)
flows, Kerala and Karnataka banned
Coca Cola and Pepsi following the
pesticide controversy in August 2006.

The move has wider implications
because Coke and Pepsi are seen as
symbols of liberalisation and the
opening up of economy since the
early 1990s. Coke exited India in
1977 and re-entered in 1993.

Pepsi entered the Indian market
in 1989. Kerala’s decision followed
a recommendation by the Left

Democratic Front Committee.
(ET, 11.08.06)
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GOVERNANCE & REFORMS

Draft NGO Policy to fisheries and acquaculture forAdhere to Code

The draft non-governmental focussed attention and proffessional The government has issued a
organisation (NGO) policy may soon management. notification to make the Advertising
revolutionise the way the nationviews  The board shall co-ordinate Standards Council of India (ASCI)
its NGOs and the role they will play in activities pertaining to fisheries codes compulsory for TV
development. undertaken by different ministries/ advertisements.

The draft policy primarily seeks to departments in the central government  Unscrupulous advertisers who
institutionalise the partnershipsand also work in co-ordination with were not adhering ASCI will now have
between the governments in thestate/Union Territory governments toto mend ways and abide by the codes
Centre, State, Distrid®anchayatevel improve production, processing,to put an end to the ads being aired
and the NGOs in all fields, including storage, transport and marketting ofoy such advertisers.
primary education, health and ruralthe products of capture and culture  Till now, the ASCI rulings were not
development. fisheries. tenable by law and there are companies

The policy will lead to a common The governing body would who have been blatantly misuising
and standardised system of onlineconsider and decide the programmeshe freedom of advertising. For an
registration and reporting which will of the board and supervise theindustry body like ASCI, the
make genuine and honest NGOs stanfuinctions of the executive committeerecognition by government is a big
out against fake ones who do notand provide guidance.(FE, 09.08.06) step. It will give it more teeth and
bother to report their expenses. power. (BL, 12.08.06)

The Planning Commission as theBan on Child Labour
nodal agency between the The government has bannedNo to Dual Regulator
government and the NGOs haschildren under the age of 14 from  The Planning Commission is
facilitated in the making of the policy working as domestic servants or affinalising a draft concept paper with
draft. Four task forces headed by fouthotels, tea shops etc. The ban comeasorms to set up regulators covering
NGOs authored the dratft. into effect from October 2006. Thoseall infrastructure sectors wherein, it

The policy not only puts inviolation, could face a jail term up has proposed setting up of integrated
responsibilities on the shoulders ofto two years and a maximum fine ofsectoral regulators for
NGOs, it also acknowledges theRs 20,000. communications, energy and
hitherto unacknowledged role thatthe  The plight of children working as transport.
voluntary sector has been playing inlabour across the country is severe. Official sources report that the
the socio-economic development ofThey are subject to physical violence,idea is to keep the regulators free from

the country. (BS, 10.08.06) psychological trauma and, at times,political interventions, help build
even sexual abuse. capacity and expertise, promote
Aquaculture in Focus Under India’s 1986 Child Labour consistency of approach and save

As per the Union Budget (Prohibition and Regulation) Act, costs.
proposal, the Centre has formed thehildren aged under 14 are already The panel is further in favour to
National Fisheries Developmentbanned from ‘hazardous’ industriesbring about a law to lay down the
Board to bring aquaculture for such as making fireworks, carpetoverarching principles of regulation
professional management. weaving and glass making. cutting across different sectors. It will
According to top industrial But the ban has not been properlybe supplemented by the existing
sources, the board was aimed aimplemented due to red tapism andsector-specific legislation.
bringing the major activities relating corruption. (BL, 03.08.06) (FE, 25.09.06)

Plugg'”g in LOOphOIeS? The policy also proposes to bring under price control

new doses of medicines uncovered under the existing

new pharma policy proposing to plug in loopholes National List of Essential Medicines (NLEM).

that could be utilised to keep drugs out of price  Further, it plans to put 354 essential drugs under control,
control is on the anvil. which are being sold in various standard sizes. Drug

According to sources, the policy§ manufacturers have stiffly opposed this move.

proposes to providsuo motopowers -"—,-7 The draft policy would be finalised only after the
to the National Pharmaceuticals / new 14-member committee, set up to give its views on
Pricing Authority (NPPA), which the draft policy, submits its report to the Ministry of
would be the regulator for the
industry.

5 Health.
The committee has been asked to give its views on
Sources report that NPPA will five issues — namely, public private partnership for
enjoy powers to monitor production and marketing, Below Poverty Line families, whether price rise could be
and would set the price at a particular level. Howevercontained through competition, R&D, concessional pricing
the policy also provides an avenue for pharmaceuticafor government procurement, and whether monitoring can
companies to keep their drugs outside NPPA's controlreplace cost-based price-contr@, 05.09.06 & BL, 07.09.06)
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GOVERNANCE & REFORMS:

LEGISLATIVE CHANGES ON CARDS

Clamp Down

The new Broadcast Bill seeks to clamp down the growth of media. It 1
only attempts to control the content of the programming, but its an
monopoly measures could also entail a restructuring of media compan
shareholding pattern.

The Bill seeks to cap cross media ownership, an area the governm
withdrew from hastily in 1997. Accordingly, a broadcaster cannot own mo
than 20 percent of another broadcasting network, a radio station or D
network. Further, television network cannot own more than 15 percent
the total number of existing channels. Cable and service providers g
cannot have 15 percent of total subscribers.

Though the anti-monopoly measures are aimed at the electronic me

but caveats in the bill provides that the restrictions can be later extended to Heard in

the print media. The new Broadcast Bill could thus give media companigs a H

headache. (HT, 04.07.06) Pal'l Iament
_ Redesigning Processes

Making Way

The government plans to present the Banking Services and Finan
Institutions law (Amendment) Bill in the monsoon session of the Parliame

The Bill seeks to empower the government to dissolve the board
public sector banks with a rider.

The earlier version allowed the suspension to be for three years, wh

has now been brought down to six months. This was among the four pend
R

banking reform Bills, which were being opposed by the Left parties a
trade unions. (BL, 04.08.06)

Integrated Food Law
The Food Safety and Standards Bill — for creation of a regulatory bo
for the food processing sector and setting standards for regulat
manufacture and quality of imported food — has been passed by Parliam
The Bill eventually culminated into an ‘Integrated Food Law’ that woul
govern the entire food processing sector and enhance the growth of &
business in the country.
Only one law and one regulator, instead of the earlier 15 different lay

would govern the food-processing sector. The legislation empowers

consumers to lift the sample of any suspected food item available in
market and send it to laboratory for testing. The Bill fixes a fine of Rs 10 la|
for food inspectors using unfair means. (BL, 02.08.06 & FE, 31.08.06)

Resolving Disputes

A draft Bill is being prepared by the Ministry Banchayati Raflocal
self-governance) to enable setting upNyfay Panchayatglocal self-
governance for providing justice) in the country. Nyay Panchayawas
meant to provide justice and redress grievances at the primary level
protect villagers from prolonged litigation in higher courts.

A Committee has been set to draft the model rules, regulations &
explanatory notes for the Bill and justice would be dispensed by the
panchayatourts within the limits of the Indian Penal Code.

If there is no agreement on the judgement provided inNyey
Panchayataggrieved parties can approach the district cgst.07.07.06)

Stronger Foundations

The Centre is planning the passage of the Forward Contra
(Regulation) Amendment Bill, 2006 to strengthen the foundations of t
commodities market.

The Bill seeks to provide for corporatisation and demutualisation
recognised associations in accordance with the schemes to be appr
by Forward Markets Commission (FMC). With a view to keeping strict tal
on speculation in commodities future trading, the FMC has warned thg
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The Ministry of Planning, has

ﬁecommendations on e-Governan
0 ubmitted, the National Knowledg
. Commission has proposed that
'®Yovernment process reengineering
Id e undertaken before any
computerisation.
It was further stated that at
present e-Governance efforts afe
rimarily based on computerisin
nage-old processes left behind &
ritish Raj and compounded by

’ plethora of new layers and silos b
grIlljdian bureaucracy, each workin
within departmental boundaries ar
Vspet-priorities. .
. As a result, the government i
thgomputerising cumbersom
Processes and hence n
commensurately benefiting fromit.
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Novel Scheme
In response to a question raise
the Ministry of Railways, informed
Parliament that Railways ha
arggnctioned a pilot project namel
Satellite Imaging for Rail Navigatior]
n@SIMRAN) for real time passenge
sénformation system. Utilising Globa
Positioning System (GPS) i
developing this project.
Research Designs & Standards
Organisation is carrying out this
project jointly. This is a locomotive-
ctdased system and not station bas
he The objective of the project is t

develop technology for
pfcontinuously tracking every train fo
ovidgl location, speed and direction ¢

smovement.
se (Compiled from questions raised in th
Monsoon Session, 2006
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violating the open interest limits with stringent punishme(#s. 31.07.06)
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E-GOVERNANCE

Mouse Click Away According to officials, the development units across the country.
The government of India is projects worth over Rs 10 crore will A national portal on energy,
planning to set up one lakh servicebe available on the website of the Delhienvironment, education, citizen’s
centres in rural areas by 2007. government rights, and literacy, which are key
These centres will provide  The important components of areas related to access to knowledge,
government services such as issuingach project like details of the work, will also be developed soon.
caste certificates, birth certificates,time schedule for completion, graphic (BL, 29.09.06)
land records, payment of utility bills, design, and payment to contractors]_
payment of taxes and even filing Rightwould be accessible at the click of the
to Information applications. mouse, besides project cost.
Private services including micro-  The step *would help expedite thebe rolled out all over the country to
credit, purchase of air, railway or mOViecompIetion of the projects, keeping inmake the government accessib)I/e o
tickets, distance learning programmesmind the Commonwealth Games to be. -~ mgn
healn serices by e osptathel fou yes et n hecapia " gbjetve s to meet te
practitioner could also be provided. trans arenc, in the system as well agqvgrnment's National Qommon
These services centres, in the formkee F<):oncer)r/1ed oﬁicigls on theirtoesmml-mum Programme to Improve
of Kiosks. will be run on ,a ublic- pc v U quality of basic governance by making
. ’ : public= Knowing that their job is under g government services and welfare
private partnership model. The aim isconstant scrutiny there would be Nogchemes within reach of the common
to have one kiosk for every SIXVI"E\geS.Compromise on performance andman.
The government is also trying 10 quality. This would ensure timely  NeGP is a centralised initiative with

ransforming Governance?
The ambitious National e-
Governance Plan (NeGP) is all set to

involve local self-help groups and completion of the projects. decentralised implementation where
NGOs in the operations of the kiosks. (BL, 16.09.06) the state and local governments will
The scheme will be implemented have accountability, responsibility,
through a three-tier structure. Water Portal in Pipeline and full ownership of their projects.
(BL, 26.07.06) A national water portal, which will The projects will be implemented
allow an exchange of information andthrough 26 mission mode projects and
e-Governance for Haryana data on the country’s water resourcesgight support components over the

The Haryana Government iSjs in the pipeline, Sam Pitroda, next five years.
actively considering setting up a chairman of the National Knowledge ~ Among the areas it plans to bring
Centre for Good Governance in theCommission, has announced. under its ambit are land records,
Haryana Institute of Public  The portal to be developed is partagriculture, road transport, commercial
Administration (HIPA) complex at of the national project of a knowledgetaxes, civil supplies, education and
Gurgaon for switching the State OVe€lhetwork, connecting universities, police at the state level; and income
to e-governance. libraries, medical institutions, sciencetax, pensions, passports, insurance,
The HIPA Director-General has anq technology labs, and research an@itc., at the central leveke, 20.07.06)
been directed to prepare a proposal
for setting up a cell so that good e-

governance could be implemented it e-ChOU pal : EmpOWGFi ng Farmers-

the St?‘t?' . TC hopes to create 10 million e-farmers through its e-Choupal network

OﬁICIaI SOUI’C.ES'dISC|Oseq that the by 2010, with a vision to increase incomes and improve quality of life
P.Iannlng Commission of '_”‘?",a would ;,, rural India while delivering sustainable shareholder value.
give Rs 50 lakhs at the initial stage ITC’s e-Choupal is helping to improve the competitiveness of four
Wh"e the Haryana Governmentwould ;i farmers through over 64,000 e-Choupal installations covering
incur an equal amount. 38,000 villages in six states.

Sources further report Fhat th S Enabling farmers to readily access crop-specific real-time information
system would be.very effective andlit, 4 - stomised knowledge in their own language, e-Choupal improves
could be used in the State on they,, frmers decision-making ability, thereby —T ==
pattern of Andhra Pradesh. helping him to align better his farm output with a3 r

(TH, 29.08.06) projected demand in India and international ¢, s
markets. i

Under ‘Watch’ ) The e-Choupal network also facilitates the i
Delhiis all set to introduce a wel

o . " farmer’s access to higher quality farm inputs at | £t
based monitoring systemin its Publ Clower costs. It creates a direct marketing channel, %

it
Works Department. , eliminating wasteful intermediation and multiple s k ¥ ;rﬁ‘
The residents of the cap?ltal W?u dhandling, which reduce transaction costs, N % ) E
soon be able to I.<eep a V\,IatCh,cnimproving logistical efficiency. (Refer — §§% -[.'r-|: 3
every mega-project th‘?‘t IS bemg_PolicyWatch, January-March, 2006, for more on -j'_}"" . rlll 3
undertaken or planned with the Delfiu; 7 r_ Choual” model) T, 26.08.00 &G 3 {E]:__‘?

government.
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TRADE & ECONOMICS

Maklng Merry in BlaCk #_f-;;. g(r:\rl]tesr,nzgd other such established
lack marketers are having a merry ‘“-_g In another related development,
time with 38.6 percent of public the National Manufacturing

distribution system (PDS) kerosene being Competitiveness Council (NMCC), an

diverted for black marketing and adulteration. autonomous body set up by the
According to the Associated Chambers of government, has proposed a National

Commerce and Industry of India Manufacturing Competitiveness

(ASSOCHAM), about 38.6 percent of the Programme at a cost of Rs 956 crore to

kerosene subsidy meant for the targeted group enhance the competitiveness of the
through PDS disbursement for the current fiscal, manufacturing sector, including the

diverted to black marketers, has cost the exchequer small-scale industries.
Rs 5, 700 crores. Among other initiatives being
The subsidy burden that falls on the government on kerosene at current  ¢gnsidered to provide a fillip to the
prices for the year 2006-07 is estimated at Rs 15,000 crore. As much as  gector, include introduction of a
38.6 percent of it is totally diverted for ulterior gains by PDS owners  system of self-certification by various
throughout the country. departments of the government and a
The share of non-household use is estimated at 18 percent, while thatof  535sive programme of national skill
black market and non-card holders at 17.9 and 2.6 percent, respectively. development to ensure that 6500
ASSOCHAM further holds that the usage of kerosene has taken an altogether  |,qustrial Training Institutes start
new dimension, with a change in its usage over the last 35 years. producing skills that are more

(FE,02.08.06) " contemporaneous. (8L, 13.07.06)

Woo uaAeayedi[o MMM

Expanding Scope agreements (RTA), have reason tq jfting Cap

The government may expand thecheer now with a new World Trade  The Empowered Group of
scope of business activities thatOrganisation (WTO) transparency ministers (e-GoM) has pitched in for
require an industrial licence to includemechanism for all RTAs in place. removing the existing cap on
communication network management  According to a statement issuedestablishing special economic zones
equipment, among other items. by the Negotiating Group on Rules, (SEZs) in the country.

The national security the members will now consider the |t has recommended lifting the self-
establishment has mooted anotified RTAs on the basis of a factualimposed cap of 150 SEZs and
suggestion to bring this category ofpresentation by the WTO Secretariatyeviewing the position after 75 SEZs
equipment and its manufacturers  The new transparency mechanisimyecome fully operational, as against
under the purview of the Industrial would  provide for  early the extant 25 fully operational.
Development & Regulation Act, 1951. announcement of any RTA and  According to sources, inter-
It has also mooted the need to amendotification to the WTO. ministerial differences have surfaced
existing communications licences and  Official sources opine that this is petween the Ministry of Finance and
introduce specific security-related an important step towards ensuringthe Ministry of Commerce & Industry
clauses. that RTAs become bUIldIng blocks over perm|tt|ng a |arge tract of the

The industrial |icen5ing proposal rather than Stumbling block to world country to operate in a tax-free zone.
will focus on the burgeoning telecom trade. The Finance Ministry apprehends
and broadcasting industry, expected  The decision will help break logjam that a large number of existing export
to sell US$8bn equipment in thein the WTO and the RTAs. units, faced with the phase-out of
coming months alone to companies  Analysts hope the decision to bejncome tax exemption on export profit
like Motorola, Nokia, Ericsson, a good omen for the much-needed;nder 80 HHC, began to relocate
Alcagtel, etc. progress in agriculture and industrialihemselves in the SEZ areas in a brazen

The suggestion to licence thisgoods trade where agreement igjd to qualify themselves for all the
sector is aimed at ensuring that anyrgently needed. (BL, 12.07.06) tax breaks.
item that is |mp0rted (Or manufactured The second worry of the Finance
in India by a global company or Indian Boost-up Ministry is that SEZs are not really
joint venture), is not denied under  Inabid to boost the manufacturing griented to export and they are all land
some pretext — like the dual usesector, a manufacturing investmentgegls.
restrictions imposed in the past. region (MIR) policy is being In multi-product SEZ where 30

(BS, 13.07.06) formulated by the government, whichpercent area is processing, the
would ensure benefits of world-classremaining balance of 70 percent is set
In Place infrastructure to units located within. gpart for building other infrastructure

India, which has been Suffering ACCOfding to official sources, MIR such as roads, hospita|5, schools and
from trade diversion due to theregions may include SEZs, industrialeyen a golf course for recreation.
exclusion from major regional trading clusters, IT parks, export oriented (BL, 24.08.06)
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TRADE & ECONOMICS

North-east Push producing beyond their stated of India, UTI Bank and Bank of India
The seven North-eastern (NE)capacities from sharing their extra gainis expected to submit its final report
states have urged the need for amith the government. by December 2006. (BS, 13.09.06)
exclusive Industrial Policy with This would be subject to two
special packages and bettercriteria: that production cost of this Joint Venture
incentives to attract more investorsfertiliser is below the import parity ~ Mitsubishi UFJ Securities of Japan
to the region to enhance its economigrice (IPP); and that the product isplans to establish an investment
development. used for agricultural purposes. banking joint venture with India’s
In a meeting of the industries and ~ According to the proposed New ICICI Bank. They said that they would
commerce ministers of the region, aPricing Scheme, the governmentCo-operate in areas such as mergers
memorandum was prepared. Thevould not intervene if the urea and acquisitions (M&As), corporate
memorandum is to be submitted tomanufacturers produce beyond 10dinance, and asset management.
the Centre. percent capacity utilisation andwould ~ Mitsubishi said that India
The NE states observed that thepay full subsidy. presented a big opportunity because
incentives and special packages As of now, the government claims Of its strong economic growth. It
granted for the industrial development65 percent of the net gain made by £xPected increasing cross-border
of the region were not sufficient to urea unit from the extra output. M&A activity between India and
attractinvestors as the same packagesowever, the share of the governmenf@Pan and was keen to build its
have also been granted to some othés not taken in the form of cash but isP'S€Nce in ‘public offerings without
advanced states. (BL, 13.09.06) accounted for byeducing the subsidy ''Stings’, in which Japanese retail
payout to the unit. (BL, 20.09.06) investors overseas stogks without
those stocks being listed in Japan.
India has been the biggest
recipient of yen loans since 1994 and
is a key recipient of Japanese portfolio

Evading Government Control

The Monopolies and Restrictive Relaxing Norms
Trade Practices Commission (MRTPC) The government is mulling
is investigating as to how drug relaxation of certain regulatory norms . )
companies are allegedly evadingsuch as permitting foreign currencyand FDI. Japgnese FDI in India rose
government control over prices hedging or easier purchase ofadollargal'6 percent in 2005. (FT, 29.08.06)
through indigenous methods. based or pound-based health politic

The office of the Director General within the country.
of Investigation and Registration = The move, which would benefit
(DGIR), the investigative arm of the many Indian multinationals, is being
MRTPC has issued notices to 16 majoconsidered to oprationalise the
drug makers terovide details about country’s first International Financial
their products’composition and Services Centre (IF-SC) proposed t
recent changes in them. be set up in Mumbai. ; o :

The MRTPC notice seeks  According to the officials, full ggg‘gel\gl?Stigzsr;nogg?msggggﬁ
information about three alleged convertibility of the rupee is not a decisions and proposals on hold,
practices in the sector. Companieqecessary pre-condition to set “pth%ending further review.
have to disclose if they have stoppectentre. The list of regulatory measures 1o National Common Minimum
making a drug, which is under price- needed to operationalise the ﬁ”a”Ciabrogramme, the policy blueprint for the
control, have changed composition ofservices centre is being finalised by g j,iteq Progressive Alliance (UPA)
a drug in the last few years and if theyCommittee comprising chairman a”dagreed in May 2004, ruled out the sale
get their products manufactured by ananaging directors of several public¢ majority stakes imavaratnas
small-scale company. sector banks including the State Bank (FT, 07.07.06)

According to officials, the drug
pricing authority fixes prices of | ; : i1
specified strengths or composition oleveI I hOOd Opportu n ItIeS
medicines. However, when a company f\ n average annual wage of Rs 6,857 per head
changes the composition, there is n not be a big sum these days, but it is a substa
government-fixed price for that amount for those who were exploited a lot, until a f

particular composition till the regulator yéars ago.

??eforms Diminishing
The prospects for Indian economic
reforms dimmed when the government
bowed to pressure from its allies and
cancelled a number of privatisation
lans.
According to Ministry officials,

W09°18ULONPUIY MMM

catches up with that change. Several families across Kutch in Gujar _,';...'ié'i i
(ET, 15.00.06) are engaged in the traditional craft of weavin #.Fﬂ' S i",;-ﬁ___‘:'-‘i__-.t
and embroidery. A NGO, Srushti, took up tfre "ﬂf '?'.:.?f-
Retain Profits! cause of empowering poor and illiterate wonten = s L 5

The government is planning to of the Kutchi villages some three decades ago — making them self-reliant .
formulate a new policy initiative to Today, the initiative has made it possible for the poor craftswomen in this
encourage fertiliser production in thearid zone to get remunerative prices for their products.
country. Itis contemplatingamoveto  The NGO procures silk, cotton and other material from across India and
exempt fertiliser manufacturers decorates these with Kutchi craft. (BL, 13.09.06)
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TRADE & ECONOMICS

: than the existing copyright in the
Rural Up“ftment entertainment space. It is therefore
air Price Shops (FPSs) are helping companies realise their rural dreams.  important at this stage to identify
Companies have discovered an effective route to reach out to Gujarat's ~ digital rights and create a legal
rural consumer, who is certainly richer than his counterparts in many other ~ framework, ensuring that the revenues
states. are mapped and distributed properly.
Biggies such as Hindustan Lever, ITC, Hutch, Amul, and BSNL are using (FE, 05.09.06)
the FPS distribution network to push sales in villages.
The government of Gujarat is ;
promoting the idea of rural malls
to seek necessary clearances to
use the network. Players such as
HLL are even willing to pay more
margins to rural mall owners.
According to sources, there are
around 16,000 FPSs in Gujarat.
The Gujarat government has

Not in Favour

The Reserve Bank of India has
told the government that it is not in
favour of Foreign Direct Investment
coming into the financial sector
through the automatic route.

The present policy provides for
100 percent FDI through the
automatic route subject to minimum
also tied up with nationalised banks capitalisation norms for non-banking
to offer Rs two lakh to FPSs for upgradation. finance companies (NBFCs) and other

The government's vision is to transform FPS into swank shops, which sell ~ approved activities.

SIM cards and FMCG products. These shops are not confined to selling just Indications are that the policy

wheat, rice and kerosene at subsidised rates. (ET, 29.09.06) contours on FDI through the
automatic route in financial services

may well be drawn.
Threat on GM Foods scheme for food and kerosene ynder the automatic route for FDI,

India’s attempt to formulate supplies to poor families and agyerseas investors who are eligible
mandatory labelling laws for complete switchover to natural gasgnd fulfill certain norms can invest
genetically modified (GM) foods has feedstock for the fertiliser industry directly in a local firm or set up a new

Wo9°A3|USWAIZNS MMM

met with the US challenge in the WTO against costlier fuels. company in specified sectors,

committee on technical barriers to  The note also includes restrictingincluding financial services

trade (TBT). fertiliser subsidy only to small and  They are liable to report to the RBI,
Mandatory labelling of GM foods marginal farmers, setting two separateyhich approves such proposzbst

is for giving the consumers an prices for paddy and wheat for eachgcto. (ET, 18.08.06)

informed choice and to protect theseason and complete elimination of

health of its citizens. It is strange for LPG subsidy. Largest Deal

the country like the US, which is the ~ Stressing on the need to facilitate  The Rs 1,325-crore Matrix
largest democracy in the world to denydelivery of the entitlements only to | aporatories announced that Mylan
informed choice to consumers in thethe poor and the needy, without| ahoratories, the second largest
name of ‘restrictive trade measures’. leakages, the draft policy note of thegeneric drug manufacturer in the US,
Mandatory labelling is necessaryministry proposes an overhaul of\yould acquire up to 71.5 percent of
to check imports of unapproved GM subsidy schemes for food, fertiliserits shares for US$736mn in the largest

foods. Many countries, including and fuel. (FE, 09.08.06) deal in the domestic pharmaceuticals
India have their own approval process industry.

for GM crops and foods, based onLegal Framework Mylan and Matrix together will
established scientific principles. The Confederation of Indian employ 5,100 people in 10 countries.

US has also said that India shouldndustry (Cll) has called for a clear The takeover will enhance Mylan’s
refer its mandatory labelling norms legal framework to protect copyright presence in China, Africa and Europe
for GM foods to WTO also under owners in the wake of new digital where Matrix distributes products
sanitary and phyto-sanitary measuresnedia and emerging technologythrough its subsidiary Docpharma.
(SPS) measures, but simply labellingplatforms. Matrix will make an open offer for
of GM foods does not imply an SPS  The apex industry chamber, alongan additional 20 percent equity in
measure. (FT,04.09.06) with the LawQuesthas prepared a keeping with the takeover guidelines

White Paper on the topic, which of the Securities and Exchange Board
Proposed Subsidies examines the legalities of the copyrightof India (SEBI).

The draft Cabinet note on nationalowner’s digital rights managementwith  There will be no name change as
policy on subsidies by the Financereference tdnternational laws and of now with this acquisition. Matrix
ministry proposes introducing smartmakes special reference to content foyi|| remain a publicly traded company
cards for every citizen by March 2009.mobile phones. in India and will continue to operate

It further provides for allowing Experts opine that soon the mobilegn an independent basis.
states to announce a cash transfegntertainment space may get larger (FE, 28.08.06)
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CORPORATE GOVERNANCE

Wary MNCs their initial public offers (IPOs). The Insider Trading Rules”, the Nasdag-
With growing incidents of data regulation will ensure that the listed domestic IT giant said in a
frauds in sectors like IT, BPO, bankingcompanies maintain a ‘quiet period’ regulatory filing in the US.
and financial services, MNCs arebefore and during the launch of  Across the world, regulatory
apprehensive about security whiletheir IPOs. authorities have devised norms to
outsourcing to India. In India, many companies prevent insider trading, as these
According to the Global Fraud announce strategic stake salestransactions could undermine
Survey, released by auditing andexpansion plans and even buyouinvestors’ confidence in the fairness
advisory firm Ernst & Young, 60 intentions when they get close toand integrity of the markets.
percent of MNCs fear that a fraud maylaunching IPOs. (TH, 02.09.06)
occur in emerging markets (like India),  This tends to influence market
even though 75 percent of the fraudgperception about these companief‘CCOIaOIe for Transparency .
occur in the developed markets. and also their IPO pricing. Ahmedabad-based Mgghmanl
Nearly half (48 percent) of the Speaking at an inaugural addresssprganICS Ltd. has rgce'VEd an
companies cite bribery and corruptionSEBI chairman M Damodaran said thataccoladg f.rom' the investment
as the greatest risks in emerginggood corporate governance is at leagoMMunity in Singapore for good
markets, apart from frauds in collusiona necessary condition, if not acorporate governance and
with third parties, financial statement sufficient one, for creating long-time transpar'ency. This is secpnd
frauds, and misappropriation of value for shareholders. Shareholder onsecutive year thgt Meghmanl'has
assets. needed to know what was being done’©€" & r’unner up In the Securltles
Experts report that companieswith their money. (FE, 22.07.06) Investors’ Assomatloq of Singapore
tend to report lower profits/revenues Inve‘:stors Forum Choice Awar?l§ for
and adjust in subsequent quarters. lisalary Overshadows Sales the.most transparent company’ in the
context, the introduction of Clause 49  The annual basic salary of Rsmamboard small caps (of up to
and has however Sarbanes Oxley beef,26,000 for a company’s executiveUS$100mn) category. o
successful in creating awarenessdirector may not seem much, but the About 25,000 retail investor
Despite the same, companies and¢ase of Kolkata-based Hindustanmembers of the forum selected the

victims of fraud are not taking Wires Ltd is interesting because thecOmpany for the prest(lgll_ogz 3\;"32?'

preventive steps. (FE, 18.06.06) company'’s sales, at Rs 75,000 for the
year ended March 31, 2006, are jus -
A Promising ‘Code’ about one-sixth of the pay of the ED,| ACCOUN b|||ty
The voluntary ‘code of bank’'s R K Gupta. ea industry majors, enjoying
commitment for individual customers’ Poor financial performance of the huge capital subsidy anfl

laid down by the Banking Codgs andcompany has been attributed tg grant-in-aid for replantation
Standards Board of India, provides arfactors such as lack of orders from irrigation and modernisation, af
institutional framework to address public sector oil companies for the being made to turn

some long-pending grievances andccompany’s productsyiz. LPG more transparer
issues that have dogged customersylinder, valves, and regulators. on utilisation of (9
in their dealings with banks. Apparently, demand for these public funds. v 8w
The code promises to correct,products has fallen because of The compan
promptly, mistakes in the statementscompetitive advantage’ enjoyed by | 5tfairs ministry
of account and cancel any bankunits operating in tax free zones.’ has asked 38 tea
charges wrongly debited. Hindustan Wires is now on a companies, including Parry Agr

It also promises that banks will rehabilitation scheme sanctioned by Industries, Tata Tea, Batak VaIIe;/
inform about changes in interest ratethe Board for Industrial and Financial Tea, and Gillanders Arbuthnol,
and other charges in case theReconstruction. (BL, 25.08.06) having plantations to get thefr
customer stands in excess of the limits production cost records for the
for free transactions or withdrawals. Violating Insider Trading Norms year ending 2006 audited bly

In a section dealing with loan  After selling shares worth about independent auditors and subnjit
guarantors, the code promises to telRs 1.74 crore in violation of insider reports soon.
the guarantor about his actual liability. trading norms, an Executive Director The cost audit order follows
Experts opine the codes to be af IT major Infosys Technologies has request from the Tea Board, whidh
positive step forward and to be helpfulgot away with a paltry fine of Rsfive | is keen to know how th

for customers. (BL, 10.07.06) lakhs —less than three per cent of the companies use subsidies befdre
_ full bounty made from the sale. it finalises its scheme for the 1
Stalling Hype Srinath Batni, an Executive | Five Year Plan. During the 10

The Securities and ExchangeDirector and a key member of the Plan, Rs 403 crore was allocatéd
Board of India (SEBI) will soon come Infosys’ top management team, haq tor various schemes, according fo
out with a regulation to prevent been asked to pay a penalty of Rs fiV(l the Tea Board. (ET, 22.07.06)
companies from building hype aroundlakh for a “technical violation of the
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REPORT DESK

Shocking Levels of Pesticides ér

A study by the Centre for Sanity and Balance in Public Life (CSBPL), .

a Gurgaon based non-governmental organisation has revealed tﬁ
extent to which fertilisers and pesticides, intensely used on Indian farms

has crept into the local food chain. "ﬁ i

Common edibles such as rice, tea, milk, eggs, fruits, and meat in Indfa "
are permitted to contain up to 34,000 times the pesticide found in colas.'ﬁ F "ﬁ'\.'n
Comparing the chemicals content of common foods with colas, CSBPL %
said pesticides found in a breakfast egg in India could be more thalﬁe
harmful chemicals found in over 3,850 300ml bottles of the soft drink: *

Of note is the fact that Coca-Cola and PepsiCo are already fighting to
keep consumers from giving up drinking their colas after charges that the drink contains excessive amount of harmful
chemicals. In light of the above, the CSBPL study reflects how adulteration laws have allowed shocking levels of
pesticides to enter in all our daily food items. (FE, 18.08.06)

800 SAYIALIMMM

Business Not Easy in India the Indian economy is growing. total expenditure on food. The main
International Finance Corporation Employers in the finance, insurancereason for this is the priority for food
in its report ‘Doing Business, 2007’ and real estate sectors were mostems and low level of purchasing
has ranked India on 18gositionina optimistic about increasing power of rural farmer households.
list of 174 countries, on various headcount, with nearly 50 percent Some common reasons for taking
parameters of business environmentexpecting the employment level to goloans were capital expenditure in farm
The challenges of starting a up during the period. (8L, 12.09.06) and non-farm business, consumption

business in India are far more with expenditure, marriages and other
entrepreneurs expected to go througlfacts & Figures ceremonies, education, and medical
11 steps over 35 days on average, to About 81 percent of industry treatment. (FE, 28.08.06)

launch a business at a cost equal texperts feel that privatisation of public
73.7 percent of gross per cajiittome.  sector undertakings had beenProspects & Challenges
Similarly, the report states that it “inadequate and below expectations” Asian Development Bank (ADB),
takes 270 steps and 20 days taays a countrywide survey conductedn its latest report, has upped its GDP
complete the process of complyingby the Confederation of Indian 9rowth projection for India to 7.8
with licensing and permit requirementsindustry (CIl) among industry percent for the current fiscal. The bank
for ongoing operations in India. leaders. also kept its inflation forecast
The only solace that India could  The survey reflects that althoughUnchanged at five percent.
get in the ranking is that its position the economic reforms initiated in 1991~ According to ADB, hardening of
has somewhat improved from the 200éhave been beneficial to the country, dnterest rates is not likely to have an
index when it was positioned 188 ot still needs to be done. Theimpact on the domestic demand
(BS, 07.09.06) abolition of industrial licensing was 9rowth.
considered the most successful On the demand side, strong
‘Buoyant’ Job Market measure with 72 percent of thebusiness confidence, accelerating
A survey by global staffing respondents approving of it. industrial production, widespread
consultancy firm Manpower, Inc has ~ Almost 80 percent of the ¢apacity constraints and robust
said that the outlook for India’s job respondents felt education secto€xpansion of capital goods
market is ‘extremely buoyant’, required reforms, while 66 percentofproduction imply that investment will
especially in financial and real estatethem accorded high priority to reformsn0t see a deceleration even if
sectors. in labour regulations. infrastructure bottlenecks become
Of the 4,732 employers surveyed  Other sectors considered to be ofighter.
in India, 45 percent expected theirhigh priority were agriculture and ~ However, the report said the
headcount to increase while only healthcare, according to 68 percent oPiggest challenge for India would be

three percent saw a drop in staffingthe respondents. (BL, 22.08.06) Meeting the 3.8 percent deficit target.
levels, it said. The report pointed out that
No change was expected by 41Debt Trap inflationary pressures are building up,

percent of the employers, Of 8.94 crore farmer households,with the fuel problem unlikely to be
while the remaining 11 percent werein the country, 4.34 crore farmers areresolved soon. In addition, the tight
unsure of their hiring plans, the indebt of at least Rs 300 or more.  fiscal position could limit the
survey said. The National Sample Survey government's ability to loosen critical
Experts opine that the optimism Organisation (NSSO) survey furtherinfrastructure bottlenecks and thus,
shown by Indian employers is cited that the rural farmer householdgestrain needed investment.
reflective of the rapid pace at which spent more than 50 percent of their (FE, 07.09.06)
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EXPERT CORNER

‘Disciplined’ Air Fares governments to protect and preparg@roductivity, said Godrej. Godrej
‘Pricing discipline’ in terms of against sudden or unexpected markeaiefined corporate governance as the
fares seems to be the need of the howtownturns, rather than remainingefficient supervision, which
for the Indian aviation industry, which complacentin the current atmospherencourages ‘doing everything better’
has been running into huge losses. of prosperity. and protects the interest of the
According to Centre for Asia UNESCAP cautions Asian company while conforming to all
Pacific Aviation’s consulting CEO countries to stay alert, despite the lullestablished laws and ethics.
Andrew Miller, in India, fares of full in financial markets. It states that as (BL, 25.08.06)
service carriers are almost at par withAsian economies are becoming more
low-cost carriers, even thoughintegrated into the global economy,Pricing Fuel
operating cost is totally different from they also face a higher risk from the  While the oil industry continues
each other. constantly shifting global to be dominated by the PSU’s, lack of
Although India is one of the most environment an appropriate fuel pricing mechanism
dynamic low-cost airline marketsinthe It calls on the government to focusis affecting growth of the private
world, the result has been appallingon controlling inflation and debt, sector.
when compared with other markets. improving banking regulations, and
“Usually in any market, there is a monitoring complex financial
single big player and few smaller products. It further emphasised
carriers vying for different markets countries in the Asia-Pacific regions
and segments. In India, all the carrierdo improve regional co-operation to
are battling on the same markets andessen the impact of financial market

contest for each others passengersyolatility. (FE, 02.09.06) In this context, Dr C Rangrajan,
Miller said. (FE, 30.09.06) Chairman, Economic Advisory

Good Governance Council to the Prime Minister, called
Regulating Agro-markets According to Adi Godrej, for an urgent need to find an

According to the economic think Chairman, The Godrej Group, appropriate model for pricing
tank, National Council of Applied corporate governance in anypetroleum products in the country.
Economic Research (NCAER), aorganisation needs to be principle Dr Rangarajan observed that the
watchful regulatory system for based and SMART i.e. smart, moral biggest challenge facing the industry
overseeing competition in the accountable, responsive andishow to control market prices so that
agriculture markets is essential fortransparent. while offering the right stimulus to the
poverty reduction in India. Godrej further pointed out that industry for growth, the common man

NCAER said that inefficiency in principles of corporate governanceis not affected. The prices should
agriculture markets is a major reasorhave to be simple and easilylogically settle at the export parity
for the poor performance of the sectorunderstandable. price level.
and an appropriate law to accomplish Good governance provides a He further emphasised that
economic regulatory functions wascompetitive advantage in the globalwhatever pricing model is accepted,
needed to promote, guide, andmarketplace and leads to improvedhe key component behind its success
discipline the establishment andemployee morale and higherlies in implementation.(FE, 19.08.06)
operation of markets.

It further pointed out that reforms
in Indian agriculture markets need to
be introduced with caution and that a
proper regulation and competition
regime needs to be putin place before
liberalising agricultural markets.

According to the NCAER, it is
time to explore the possibility of
establishing a single national
regulatory agency for overseeing the

SEZ Scheme Slammed

l nternational Monetary Funds’ chief
economist Raghuram Rajan has blasted the
government for extending tax holidays to
| developers of special economic zones (SEZ). Such
¥ “perverse economic incentives”, he opined, will bring little
additional investment, and definitely, a lot less revenue.

Such tax holidays will not only make the government forgo
implementation of measures revenue it can ill afford to lose, but will also offer firms an
concerning regulation and incentive to shift existing production to SEZ at substantial cost
competition during the transition to society, Rajan added.

www.clipartheaven.com

phase. (FE, 03.09.06) While the centre has said that only new investments in SEZs will qualify
for tax sops, Rajan doubits if the government can judge what new investment
Call for Caution is, given the corrupt tax administration.

The United Nations Economic and Also, according to him, firms would shift all investment that would
Social Commission for Asia and Pacific have taken place outside the zones to the new zones, depriving the
(UNESCAP) has warned the region’sgovernment of revenue. (FE, 01.09.06)
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SPECIAL TOPIC

Complexity in the nature of the industry requires that regulators |

@
Bureaucratlc have specialised knowledge and professional experience in th

industry, should be independent and impartial, and should not ha\r
I

Capture Of conflicting interests. Considering the fact that these are extreme

important industries with significant externalities to other sectors,
Market competence, experience, independence, and objectivity should bé the
core criteria for the choice of regulators. It should not matter
whether the persons come from the public or private sector.

Regulation - M Govinda Rao*

|
|
|
.- - Y

great thing about Indian bureaucrats is that they takehether they are qualified for the job. The system does
any challenge as an opportunity. not merely stop at expanding opportunities for senior

An important component of economic reforms is theetiring bureaucrats. The attempt is to erect barriers to the
setting up of an effective system of market regulatiorentry of professionals into the regulatory system by
Regulating the market is necessary to activate and ensgpecifying the terms and conditions of service.
fair competition, protect consumers from monopolistic The chairperson and members of a regulatory authority
exploitation, prevent predatory behaviour, and deal witlvould receive remuneration aligned to the pay they got
problems arising from asymmetric information. Thus, manwhile in service, which implies that it is virtually impossible
advanced market economies have competitiofor professionals of a high standing to be involved in
commissions to ensure fair competition. regulation. The condition also requires that after

In India too, a regulatory system has been set up fielinquishing the office of the regulatory authority, the
ensure fair competition, protect consumers’ interests agtairperson and members are ineligible for further
minimise difficulties and problems arising from asymmetriemployment with the government, and, more importantly,
information. Thus, we have regulators in activities such ahould not accept any commercial employment, for a period
the stock market, the insurance marketoftwo years (one year inthe case of the Telecom Authority)
telecommunications, electricity supply, and water supplftom the date he relinquishes office. Surely, no serving

Complexity in the nature of the industry requires thairofessional would choose to spend two years in oblivion.
regulators have specialised knowledge and professional With this, the bureaucratic capture is complete in the
experience in the industry, should be independent asdmplex and difficult area of regulation, which requires the
impartial, and should not have conflicting interestsentry of professionals. The fact that they lack specialised
Considering the fact that these are extremely importakbhowledge of the industry to be regulated is not a
industries with significant externalities to other sectorglisadvantage.
competence, experience, independence, and objectivity This is not to say that retired bureaucrats do not have
should be the core criteria for the choice of regulators.the capacity, capability, or competence, but simply that
should not matter whether the persons come from the pulilieing generalists they have limitations in developing
or private sector. expertise in the complex area of regulating difficult

However, the qualifications specified for regulators imdustries involving information asymmetry such as the
India have been tailored to accommodate virtually argtock market or insurance. The important issue is that there
senior retiring bureaucrat. Thus, in the case of centralno need to exclude experts from the regulatory system.
electricity regulation, the chairpersons and members avost of the regulators appointed acquire their
required to have “adequate knowledge, experience onderstanding of the industry on the job. More
shown capacity in dealing with problems relating to lawimportantly, in the case of regulating public utilities, having
economics, commerce, finance or management”. Given thgit used to working on the side of the government, it is
senior bureaucrats in their long careers acquire “adequatifficult for bureaucrats to work in an independent
knowledge of one or more of the above, they beconfiemework.
eminently eligible. Similarly, telecom regulators should A great thing about the Indian bureaucracy is that
have “... special knowledge, and professional experienb@reaucrats take any challenge as an opportunity. Of
in telecommunication, industry, finance, accountancy, lawpurse, they have vast opportunities in various
management or consumer affairs”. commissions and committees. The decentralisation reform

The dilution of qualification requirements for regulatoryrequired the constitution of State Finance Commissions
positions is not a mere oversight. It is part of the design &émd they have easily filled most positions of chairpersons
provide opportunities to senior bureaucrats, retired arathd members. Electricity reform required the establishment
serving. Furthermore, generally the tenure for thessf regulatory commissions at the central and state levels
positions is fixed for three years (in the case of the Telecasmd they provide ready expertise! They are equally at ease
Regulatory Authority) to five years (the electricityin entering the regulatory system of complex areas. Who
regulatory authority and Sebi) and until the person attaieares if scams come up from time to time? Will the country
the age of 65. Indeed, the decks are clear for senior retirigige the opportunities to the real experts where they are
bureaucrats to take up regulatory roles, irrespective @quired?

*Abridged from an article that appeared in Business Standard, August 1, 2006
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SPECIAL TOPIC

PPP: The New Pep in Infrastructure?*

Definition

Public-private-partnership (PPP) is much
news. The Finance Ministry of India has defin
PPP as “a project based on a contract
concession agreement, between a governn
or statutory entity on the one side and a priv
company on the other side, for delivering
infrastructure service, on payment of us
charges”. The potential benefits of th

Issues Involved
Nonetheless, excessive enthusiasm for a

PPP approach must recognise the

complexities of several issues. First,

intrinsically, this is a sub-optimum solution

in that it acknowledges that public consensus

for outright privatisation remains elusive, but

partnering the private sector is more
acceptable. Yet, these special arrangements
arrangement include: are no substitute to ongoing sector reforms.

- fiscal space that leaves adequate resou There is inherent danger that redressing
to finance inescapable commitments on endemic sector-specific issues, particularly
schemes, which do not lend themselves to suain subsidies and rates, get postponed under pretext that
partnership; investments are being garnered by this special mechanism,
attracting private investment, which may otherwise be.g., implementation of mega-power projects is no
hesitant; alternative to resolving issues of open access, enhanced
efficiency gains through improved private managementompetition and elimination of distortionary cross-
more equitable distribution of access to output andubsidies, to name a few.

services at affordable cost; and The second point of note is that evolving a model
creating a more competitive environment, and thugoncessionaire agreement, in which risk assignment and
improved governance. unbundling combine the virtues of equity and efficiency,

None of the above can be pursued independently, noeed to be benchmarked with the best international
divorced from improving the overall investment climate angbractice, as well as the stage of the sector- specific reforms.

sectoral reforms to address policy deficiencies. There could be wide variations across sectors, regions
and states.
Why PPP? Third, ensuring quality of service stipulated in the

Apparently, the many positive aspects of PPP are beimgpncessionaire agreement is problematic. Assuming
perceived as panacea for the many ills plaguing owdequacy of the monitoring mechanism, short-term
infrastructure. contractual arrangements may not secure financial closure,

For instance, PPP is viewed as sidestepping thehile longer-term contracts make ensuring assured service
inadequacies of public and private sectors. Excessivgiality and penalty imposition more difficult.
reliance on the former fosters inefficiency, while the latter  Fourth, application of user charges, which combine

is of inequities. financial viability with distributional and equity
considerations, make rate rebalancing a complex issue.
Projects and Financing The time frame for application of market-based user

The scheme for support to PPP in infrastructure, alongharges and its calibration during the transition period
with the features of a special purpose vehicle for fundingeeds consultation and consensus of stakeholders. Given
infrastructure announced by the finance ministry in Julynarket imperfections, information asymmetry and
and November 2005, broadly lays down the coverag@formation rent making in the public sector can create
eligibility criteria, and approval procedures to secureerious ‘moral hazard’ concerns.
financing. Finally, regulatory and legal issues are critical. While

Clearly, the government recognises that “thesome are embedded in the broader context of our legal
development of infrastructure requires large investmentgsforms, alternative measures of dispute resolution and
that cannot be undertaken out of public financing alonepntract enforcement would remain a precondition for large
and that to attract private capital, as well as the associatgdvate flows.
techno-managerial efficiencies, the government is PPP is at a fledgling stage, and as such should get the
committed to promoting PPPs in infrastructureaforementioned issues right if it has to be a potent tool for
development”. And “infrastructure projects may not alwaysnfrastructure improvement. Attracting private
be financially viable because of long gestation period aridvestments and improving managerial efficiency depends
limited financial returns, and that financial viability of suchon how credibly these concerns are addressed. PPP is not
projects can be improved through government supporta panacea for our multiple infrastructure ills. There are no
Within the infrastructure category, it would be the easiesixed paradigms on the most preferred modes of such an
supporting the road sector, while in other areas like powearrangement. We can shape it to meet our needs, and
gas pipelines, and special economic zones, progress paoere broad-based reforms would make the transition more
would be conditioned by sectoral reforms. acceptable.

*Adapted from an article by N K Singh, noted economist and Deputy Chairman, Planning Commission,
Government of Bihar, that appeared in The Financial Express, April 2006.
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VIEWPOINT

Consumer Interest In Electricity Sector

he Electricity Act 2003 provides for the creation of Consumer Grievance
Redressal Forums (CGRF) and Ombudsman to attend to consumer
grievances. The Act has made it mondotory for state governments to entrust the
regu|qtion of power sectors to autonomous regu|qtory commissions. Several
i
y

proponents of the Electricity Act 2003 have termed it as a progressive legislation 2
on the basis of provisions of the Act aimed at protecting consumer interests. A
The regulator has a salient role in protecting consumer interests by providing a

credible and authoritative interface between the consumer and the service provider. Two recent cases bring
out the implementation ‘hole’ while enforcing these provisions. While the first case indisputably raise a
question over the government’s intentions in line with the National Common Minimum Programme, which,
inter alia, aims to strengthen all regulatory institutions to ensure that competition is free and fair and that
these institutions are run professionally, the second case dents the key objective of the power sector reforms
to restore the financial viability of utilities, which, owing to years of unprofessional conduct, have been
sailing in bankruptcy. And the worst sufferer is none other than the consumer, ironically considered as ‘the
King’ in today’s scenario!

recent judgment by the Appellate Tribunal for nother case exemplifying loss of public/consumers at

Electricity (ATE) combined with the rules large is the recent award of arbitration between the
promulgated by the Ministry of Power has howeverKarnataka Power Transmission Corporation Limited (KPTCL)
undermined this very role of the regulator. and Tanir Bavi Power Company (TBPC).

The Maharashtra Electricity Regulatory = Consequent to the Power Purchase Agreement (PPA) entered
Commission (MERC) issued three orders betweerinto between KPTCL and TBPC, the former was to pay tariff
February and August 2005 declaring billing practicesnclusive of fixed and variable charges to the latter in
followed by the Reliance Energy, Maharashtra Stateonsideration for electricity supplied. The clause contained under
Electricity Board (MSEB) and other licensees to bethe PPA provided for total fixed charge comprising of ‘dollar
improper. The orders directed these licensees tdenominated fixed charge’ (DDFC) at four cents per kWh and a
stop illegal practice of billing their customers on rupee denominated ‘other fixed charge’ specified as 14.5 paise
the basis of average consumption rather than actugler kwWh for the first year and subsequent escalation for the
consumption recorded by meters on the consumefollowing six years.
premises. It also directed the licensees to refund The fixed charge (implying DDFC) had to be determined at
money to consumers on account of such bills. Théhe time of financial close, subjected to a ceiling of four cents per
refund payable to consumers on account of theskWh. The fixed charges were to provide exchange rate protection
orders is to the tune of Rs 300-400 crores. for (a) return on foreign equity up to 16 percent and (b) foreign

Pursuant to the orders issued by MERC, M/sdebt service components. And in case there is any balance in
Reliance Energy Limited, MSEB and others appealedhe fixed charge after meeting (a) and (b) above, the balance was
against these orders to the ATE. In its judgmentfo be paid in rupees
ATE concluded that matters relating to wrong billing ~ However, the PPA did not specify how the fixed cost would
practices are in the nature of billing disputes, ande determined at the time of financial close, and more importantly
the State Electricity Regulatory Commissionswhat constitutes fixed costs. Subsequently, i.e., at the time of
(SERCs) have no jurisdiction to entertain consumefinancial close, the DDFC was worked out to be around 2.05
petitions on these issues, even if they relate to norsents. TBPC'’s claim is that the portion of (a) and (b) within 2.05
compliance with regulatory orders. cents should be paid in dollars and the balance from four cents,

The ATE held that CGRF and Ombudsman arenamely, 1.95 cents plus whatever is left over from 2.05 after paying
the competent forums to deal with such complaints(a) and (b) should be paid in rupees. So, the bone of contention
In holding such a view, ATE has not only virtually is whether the additional 1.95 cents per kWh is legitimate or not.
made the SERCs toothless and confined their role It appears that during the arbitration, TBPC twisted the word
to mere tariff fixation, but also set an unfortunate‘balance’ out of context and applied it to four cents instead of to
precedent. the DDFC which was to be determined at the time of financial

The said ATE judgment imply that if a licensee close.
is found to charge a tariff other than what is  Karnataka Electricity Regulatory Commission (KERC) in its
prescribed by SERC, the SERC cannot intervene inrder entitled TBPC to the fixed charge at the rate of US$ 0.04 per
the matter. The CGRF, a body manned by licenseegilowatt hour, as per the terms of the PPA. It has further entitled
officers, will decide whether actions of licenseesTBPC to the amount of fixed charge of Rs 191.31 crores together
are legal, essentially making the tariff determinationwith interest at the rate of 24 percent per annum from the date of
by SERCs meaningless and leaving consumers tdefault to the date of payment.

the mercy of distribution licensees. (Based on inputs from V Ranganathan, RBI Chair Prof., [IM
(Based on inputs from Prayas) Bangalore & The Hindu, June 16 & September 06, 2006)
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FORUM

SPV Model For Dedicated Freight Corridor: Step in Right Direction?

Over the last few years, Indian Railways (IR) has embarked upon Y
a number of steps in a bid to improve its performance as well

as to run on commercial lines. Of its two main segments — freight
and passenger — the freight segment has by and large been IR’s
bread and butter accounting for about two-thirds of revenue. Profits
from freight sector usually get exhausted making up the losses by
passenger segment. Realising the need to retain and increase market
share in its freight segment operations, IR has come up with forming
an organisational structure or special purpose vehicle (SPV) to
construct a dedicated rail freight corridor (DFC).

woo uonounfAdsa mmm

Salient Features — Panorama Across

e The DFC will separate the movement of goods train traffic fronOn the Right ‘Track’
passenger trains by providing them an exclusive track and lead 1 o gpv initiative. the long overdue
to the formulation of a Freight Train time-table for the first time in; .o s 5 great concept and no doubt will

the cpuntry. . . help in sorting out the major congestion that
« Costing a total of Rs 22,000 crore, the DFC is the single-largeglicis in the already overburdened railways

infrastructure project in the country and the biggest developmejs.structure (tracks etc.). It should be used on
programme to have been undertaken by the Indian Railwa%lsWeII thought out busin.elc,s plan. Competition

since independence. _ , _is something that the Indian railways has never
e A new Public Sector Undertaking named Dedicated Freig L ced and it is high time specially in the context
Corridor Corporation of Indian Limited (DFCCIL) has been forme f changing demands, that new mix of users and

to implement the DFC project through a SPV by a combination %fervice be expected from this new group. Having
Engineering Procurement and Construction (EPC) and Publig., cholders other than the government is a
Private Partnership (PPP) modes.
o DFCCIL has been set up with authorised capital of Rs 4000 cror€s. | o e 4 suggestion regarding the scenario

The initial equity is being provided by Indian Railways. DFCCILWhere the railway has the main mover and shaker
shall raise the balance money required for the project from tk}%le | strongly feel that a new system needs to
market as debt. emerge where the old mindset can be changed

e Public Private Partnership could only be allowed for theand a fresh group of decision makers come up

construction, ownership and maintenance of sections of t set new systems which can also enrich the
corridor for a pre-defined period after which the ownership W”bngoing practices of the IR and infuse new sense
stand transferred to the railways. The partner would only bg -0 a4en o \vith the main users. Hence, active
allowed to build, maintain and transfer but not operate on t:f

X articipation of the stakeholders can create the
system. IR will be the sole operator on the system and t thtamount of transparency as well as discipline
monopoly of traffic will remain with the Railways

: . L of fund utilisation.
e The SPV would share the financing and construction risks, but Disha Banerjee

the extent would be governed by the Concession Agreement to Lead Co-ordinator. TERI
be signed between the SPV and Ministry of Railways. '
e IR shal! be the sole operator. There will not be any Open Accesé'omplementarity Also Needed
IR will, in contrast, pay track access charges to the SPV whenever 7~ o )
it accesses DFC tracks. Privatisation is not in itself a solution to the
« Private players will be allowed to operate their trains on the DF@roblems of the railways. The Railway Ministry
but they will have to deal with the Indian Railways for that and!@S & Pointin saying that it is complementarity
notthe SPV. that matters. Also, limited competition is possible
« The SPV would be in charge of infrastructure including trackd the DFC is made subject to contestable
and signalling system, whereas the Railways would maintain tiBarkets—parties can bid for specified time limits
rolling stock. to run it under the railways conditions. The
« The system would function through an earnings apportionmeffilways are doing well today—nothing should
mechanism. Both IR and the SPV handling the dedicated freigR done to weaken them.

egreat idea.

corridor will pay access charges to each other for the traffic , Vinod Wasulu
carried on each other’s track as will the private operators running Director, Centre for BUdgetht‘ ZQ|ICy
udies

services on the DFC.

(Information in this article has been gathered from a host of website sources and news articles)
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GOOD PRACTICES: SOCIAL FORESTRY

the management of forest resources. Through the social
forestry scheme, the government has involved

b ’ Wal kl n g communities’ participation in drives towards afforestation

and rehabilitation of degraded forests and common lands.

Deep Into Ventures
A positive beginning in the sphere of social forestry
was made with Joint Forest Management (JFM) projects,
J Forests where attempts were made to invqlve local people with
RS forest department officials in managing forest resources in
a sustainable manner.
JFM originated in West Bengal, accidentally, at the

Connotation Arabari Forest Range in West Midnapore, in 1971. The
Social Forestry is a term that has its origin in the paremajor hardwood of Arabari isal (shorea robusta), a
word — community forestry. commercially profitable forest crop. At the time, there were

Community forestry was initially defined as, “anyno initiatives for sharing of forest resources between the
situation, which intimately involves local people in agovernment and the locals, with the government
forestry activity. It embraces a spectrum of situationsonsidering many of the locals no more than ‘thieves’. A
ranging from woodlots in areas which are short of wootbrest official, Ajit K Banerjee, against the suggestions of
and other forest products for local needs, through thds co-workers, sought out representatives of eleven local
growing of trees at the farm level to provide cash cropsllages and negotiated the terms of a contract witkadan
and the processing of forest products at the householsc Forest Protection Committee. The initial programme
artisan or small industry level to generate income, to thievolved 612 families managing 12.7 square kilometres of
activities of forest dwelling communities”. forests classified as ‘degraded’. 25 percent of profits from

Apparently, no clear definition exists for social forestrythe forests were shared with the villagers. The experiment
which is used by some interchangeably with communityas successful and was expanded to other parts of the
forestry and by others to describe an implicitly narrowestate and later to other parts of India.
spectrum of activities surrounding the fuelwood/ Accordingly, JFMwas initiated in the village Sukhomajri

deforestation/woodlot aspect of forest sciences. in Haryana’s Ambala district in 1976 to prevent soil erosion
Interestingly enough, the term ‘social forestry’and deforestation.
originated in India. In the early 1980s, the village earned nation-wide
acclaim for the way they had utilised forests and water to
Background their benefit. An estimated 5,00Mwir (betel leaf) trees

The Indian Forestry Act was passed in 1865 to contrbpd matured in the 400 ha Sukhomajri forest. At an average
indisciminate felling and initiate the preparation of working?rice of Rs 1,000 per quintal of heartwood, these trees
plans that would regulate yield. The first statement of tHeould reap more than Rs 50 lakh in timber alone. About
National Forest Policy (1894) emphasised the need %000 trees would mature in the forest every year.
demarcate, reserve, and conserve forests. While this was The 1990’s saw important changes in the policy
excellent from the point of view of genetic resourc&nvironment enabling a better involvement of local
conservation and wildlife, soil, and water protection, it di¢ommunities in determining the management of the local
not rationalise or maximise yields of forest products ndatural surroundings under the Watershed Development
did it endear forestry officials to local populations, wh@rogrammes, JEM arrangements, and the Panchayat Raj
carried out a policing function. Amendment Act (1992). New opportunities to work on

The policy was revised in 1952 and re-emphasised tRifferent land categories through a variety of village level
protective function of forests. But, the full importance ofStitutions provided a more enabling environment to
improving forest productivity was not recognised untiddress the critical task of ecological restoration.

1972 when the National Commission on Agriculture  This motivated various Community Board

published its interim report on “Production ForestryOrganisations (CBOs) and Voluntary Organisations (VOSs)
Manmade Forests” (NCA, 1976a). Prior to the time, Inditp initiate programmes that placed for_ests in the heart of
had been slow to adopt new methods of forest planningc@l community development and innovate ways of

management, extraction, and research that were beigtecting, preserving, and reviving. .
rapidly developed and widely used elsewhere. As such, itis extremely difficult to single out experiments

The National Commission on Agriculture, Governmenfione by the CBOs, and the VOs — experiments that have
of India, first used the term ‘social forestry’ in 1976. It wad@ken the benefits of ‘social forestry’ to the local
then that India embarked upon a social forestry projegPMmunity. References are replete. Nevertheless, the
with the aim of taking pressure off forests and making udg?undation of Ecological Security’s model of wasteland
of all unused and fallow land. development in the barren areas of India and Peoples’

With the introduction of this scheme, the governmerr?Cience Institute’s work on water;hed management in the
formally recognised the local communities’ rights to foregtill States deserves special mention.
resources, and the need to encourage rural participatiorflifiormation in this article has been collated from various sources)
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DISCUSSION TOPIC

Reforms Need a Competition Policy Framework
It is time the government adopted a National Competition Policy as the mantra for implementing economic reforms
By Pradeep S Mehta*

tis time the government adopted a National Competiticmgencies in a manner that violates this principle. The power
Policy as the mantra for implementing economic reformsector is a case in point, where continuous government
[see “How to Enhance Growth and Competitiveness,” iimtervention in regulatory decision-making has resulted in
PW 7(2)]. The policy could spell out competition principlegpoor regulatory environment.
to guide the government for integrating a competition Related to this is the principle of ‘separation of policy-
dimension in all public policies. What are these principlesfaking, regulation and operation functions’, which
becomes imperative to avoid conflict of interests.
Free, Fair Market Process Unfortunately, the temptation to command and control still
The first principle: The government should ‘ensure freprevails within line-ministries, often leading to turf wars,
and fair market process’. However, as the examples abawdflecting the state of immaturity of the regulatory
show, policies are most often designed in such a way tfeamework in India. The government’s role as licensor,
they stall the market process or promote the welfare pblicy-maker and service provider in the telecom sector
some market players. In the context of the Postaleates serious conflicts of interest.
Amendment Bill, for instance, discussions have got skewed
to providing DoP with a monopoly based on weightPR May have Negative Impact
criterion instead of considering the fact that a segmentation Healthy competition encourages innovation. To
already exists between ordinary mails and express.  provide incentives to innovate, firms are granted an
The second principle requires the government to ‘fostexclusive right for a certain period for commercial
competitive neutrality’, that is, through measures thatxploitation. However, the existence and exercise of
ensure equal treatment to all market players, whetherimellectual property rights (IPRs) may generate anti-
private or public sector. In India, this principle is violatedcompetitive effects through the monopoly power granted
in both ways, that is, there are cases where governmémtolders of these rights.
enterprises are given special advantages over their privateln this context, the government needs to ‘balance
counterparts. Similarly, there are instances, where pubiompetition and IPRs’ through appropriate policy and law.

sector is disadvantagetb-a-visprivate competitors. Accordingly, in several countries, abuse of IPRs is covered
under competition law to ensure the required balance.
VAT: A Big Step Forward However, in India, IPR laws such as the Copyright Act or

As per the third principle, the government shouldhe Trade Marks Registration Act have overriding powers
‘facilitate easy movement of goods, services and capitadver the Competition Act in matters related to IPR abuses.
by adopting rules and regulations so that trade aridis is a huge gap in the law.
commerce within the country is free and unhindered. VAT The above assessment of the state of adherence to the
is a big step forward towards a single market for the countfgompetition principles’ does not present a rosy picture
Another effort is that of the agriculture produce andbr India. Violation of these principles exists in several
marketing law, though its implementation, like VAT, ismeasures adopted by the government at all levels. It is
dependent upon the will of the States. imperative that the government (Centre as well as States)

Sometimes, for reasons of technology or other publedopts these principles to complete and enhance the
purposes, competition is neither desirable nor feasible. jmocess of economic reforms. The goal of 10 percent growth
such situations, the government is required to ‘ensure thindll then be within reach.

party access to essential facilities,” such as the creation of “Abridged from an article that appeared
an access regime to an electricity transmission grid in order in Business Line, June 06, 2006.
to create competition in the electricity sector. HoweveF, — — — — — — — — — — — — — T T — 1

there are several cases where the access regime is thwartdgsues for Discussion
by government actions. For instance, interconnection |n H dh
telecom, in particular, to the state-owned BSNL network is e How can adherence to

a big problem ‘competition principles’ F
The Telecom Regulatory Authority of India has faile help the government in E

to ensure interconnection among service providers due,to enhancmg the process of ¢ + »
an ambiguity in the law. Consequently, growth in telecorj; economic growth?

services has been accompanied with an increase in intery How can competition
network congestion and poor quality of service. Over the policy framework resultin a1
years, the government has set up sector regulators| to building an efficient and \
‘ensure a transparent, predictable and participatoty enabling regulatory

regulatory environment’. However, most often, th environment ?
government interferes in the functioning of the regulatory
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REGULETTER

ensuring regular services.

About a Competition Law dwells on the competition scenario
Venezuela, the institutions of competition law in the country and the sc

of improvement in the law.

PUBLICATIONS

he latest issue of ReguLetter, (July — Sep 2006), articulates the need

reinvent the regulatory framework in developing countries. Culled
from a recent CUTS research study entitled, “Creating Regulators is N
the End, the key is Regulatory Process”, the article draws illustratio
from the poor countries of the world, where prevalent socio-econom
conditions debilitate regulatory efficacy or where the infrastructure q
regulation is inadequate or absent in certain cases.

Special Article by Derek Ireland dwells on the “Evolution of Competitio
Policy and Law in India” tracing the history of competition in India,
elaborating on the rich ethos of the country in such a context and
inheritance of anti-competitive practices from the colonial rulers.

News & Views elaborates on a system going back to the nineteg
century of shipping companies fixing freight charges in exchange

EGULIETTE
MR LrTﬂRﬁ:

e
L L T ———
T Dhesvmrinpang Coapriries,

“Why India Adopted a New On the Kinds of Newspapers

Competition Law?”

he latest monograph o

CUTS CCIER entitled
“Why India Adopted a New
Competition Law?” deals with
a study wherein 20 countrie
have adopted a ney
competition law after
scrapping the old one. |
revisits the frequently visited
topic on the role and relevanc
of competition policy and law
in the national developmen
strategies. India paper ha
been presented in the form ¢
this stand-alone booklet
which throws light on the

C R Irani

...Of all forms of censorship known to us, self-
censorship is the worst. Because there is no
complaint, no redress, and no record.
Newspapers have no business crificising men and
affairs if their own conduct does not bear scrutiny.
While there is no overt attempt by government to
influence or control, the attractions of being
understanding, and being willing to carry official
handouts disguised as news or obliging a
bureaucrat or politician are very high. Then there
is the occasional prostitute. Such a paper will
spend its time blackmailing advertiser or politician
and will suddenly see the other point of view but
not before a deal has been struck.

Then there are papers, which are owned by
economic offenders or those under investigation
for serious economic offences. They discover a
sudden passion for human rights. Yet other papers

developments of competition

are started by politicians to embarrass or upstage

regime in the country since its inception. their political opponents. There is room for all of
For more, please allow the link these and more. If every paper took the same
http://www.cuts-international.org/ccier_publications.htm#mono | stand it would make for a very boring world!

Please e-mail your
comments
and suggestions to
outreach@ccier.cuts.org

We want to hear
from you...

We put a lot of time and effort in taking out this newsletter and it would mean a lot

to us if we could know how far this effort is paying off in terms of utility to the
readers. Please take a few seconds off to grade the newsletter on the following parameters
on a scale of one to ten (ten being the best). Try to be honest and please suggest ways for
improvement.

e Content

o Number of pages devoted to short news stories
o Number of special articless Use as an information base
e Readability (colour, illustrations & layout)

Eagerly waiting
to hear from you!

SOURCES

ET: The Economic Times, BS: Business Standard, TH: The Hindu, BL: Business Line, FE: The Financial Express, HT: Hindustan Times

The newsl/stories in this Newsletter are compressed from several newspapers. The sources given are to be
used as a reference for further information and do not indicate the literal transcript of a particular news/story.



