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From the President’s Desk

he government of Maharashtra is sworn in and is in
action and the economy is on the move – these are
the most striking features of our current economic
scenario. Following the BJP’s spectacular victory in the two
major assembly elections – Haryana and Maharashtra – there
is far more reassuring political stability, which augurs well
for the overall policy outlook. Such positives will recharge
investment sentiments, leading eventually to regaining of
growth momentum. How soon and how fast it would be? At this stage, this remains
a judgmental issue.
But confidence about the economy heading towards 7 to 8% real GDP growth in
the medium term accompanied by relatively moderate inflation is gaining grounds.
Indeed, the SENSEX with its ongoing steady uptrend indicates strong vote of
confidence about the emerging business prospects.
We, at the MEDC, are greatly enthused by the government’s focus in driving the
momentum of “Make in India” through labor reforms and by improving the parameters
of ease of doing business. Equally important are the government’s initiatives to usher
in structural changes in the energy sector as well as to deal with fiscal challenges
through rationalization of petroleum subsidies and PSUs disinvestment program.
In particular, the immediate decontrol of diesel prices accompanied by substantial
reduction in its retail prices would ease the cost pressures on the transport sector,
thereby softening the inflation rate further. Already, there is a consistent decline in the
inflation rate for the past few months facilitated largely by seasonal fall in food prices
and consistent steep decline in international crude oil prices.
We strongly believe that this is the most opportune time for the RBI to revisit its
monetary policy stance by reducing the key policy rates. This would serve as icing on
the cake! For, good news on the policy front of the government needs to be fortified
with a view to reversing the industrial slowdown and stimulating demand for industrial
goods as well as for housing.
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Expectations are now running high that in many areas of reforms, the government would
be moving fast in the forthcoming winter session of the Parliament expected to begin
from November 24, 2014. We, therefore, eagerly await implementation of some of the
‘game changing’ pending reforms like GST, common market for agricultural produce,
modifications in land acquisition legislation, recalibration of SEZ policy, et al.
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Alongside the thrust on economic policy formulation, the government seems to be
focusing attention on its agenda of governance. Keeping this aspect in view, this
Monthly Digest seeks to reflect on some of the core issues of governance. We are
conscious of the fact that there are multiple dimensions of this problem, be it fiscal,
socio-economic, administrative or judicial governance. And obviously the challenges
in each of these areas are formidable.
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Also, there are numerous archaic and obsolete laws, which have to be either rationalized
or completely scrapped. We hope that some of these aspects find their reflection in this
Digest issue. In substance, while striving to regain the numerical economic growth
momentum, the government also needs to deal with hitherto neglected qualitative
aspect of economic governance in the country …..
Cdr. Dipak Naik, President
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At the outset let me congratulate you for being chosen
to lead the most dynamic state in the country. With
the responsibility comes the burden of fulfilling the Mr. Chandrashekhar Prabhu
Consulting Editor
hopes and aspirations of the people of the state.
With the change of guard in the Centre and the State
elections coming in rapid succession, the people of the state have
good reasons to have high hopes and expectations from the new
government in the state. We would, being the premier think tank in
the country try our level best to help you in your endeavor to achieve
rapid progress in the state by suggesting to you ways and means to
live up to the expectations of the people. Urban India has chosen to
impose faith on your party and since you lead it at the state level,
the faith is in your capacity to deliver. Mumbai has welcomed your
party with open arms by voting for your party and allies and giving
you a lead, which ultimately culminated into the formation of the
Government. The people were naturally impressed by commitments
and the promises made by your party through the manifestos at the
time of parliament elections as well as the assembly elections. One of
the promises has been to provide housing for all. It is commendable
that you chose to include this promise as a part of your manifesto.
It would therefore be the most logical conclusion that you will move
ahead and chalk out a time bound program to fulfill the promises. We
on our part will try to make your task easier by making suggestions
for bringing in good governance. We sincerely believe that housing
for all can be best implemented by making drastic changes in the
housing policy. Let us therefore start with the problems of housing in
Mumbai.
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There are very few vacant lands in the city and the last opportunity to
bring in lands for affordable housing was lost when the policy governing
the mill lands was tampered and a different type of development
was permitted on the mill lands. Redevelopment is one of the ways
to create more housing stock while accommodating the needs and
aspirations of the existing population, and the biggest issue faced
by the residents of Mumbai. Every section of society having shelter
either in the formal sector or the informal sector is looking for better
quality of life through the redevelopment of the property on which it
presently lives.
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Mumbai has 17,800 old and
dilapidated cessed buildings
which have been built prior to
the year 1960, and most of them
were built prior to the year 1940.
Most of them have outlived their
effective lifespan and MHADA
repairs the buildings as and when
required or permits the residents
to undertake the repairs, and
reimburses the expense. In
most cases, these repairs do
not make a qualitative difference
to the lives of the people but
just extends the lifespan of the
building. I must also mention in
the same breath that in some
exceptional cases, especially
where the tenants are vigilant,
repairs have done miracles
to the buildings. However the
general apathy to repairs has not
helped to achieve the desired
results in all the repair works.
Hundreds of crores of rupees
spent on repairs of the building
saved some of the buildings
from eminent house collapses.
However the issue of quality of
life remains.
The government has declared
schemes for redevelopment
and D.C. Regulations 33(7)
and 33(9) have been specially
amended from time to time to
ensure effective implementation
of the schemes. Despite this,
around 2000 buildings have
been redeveloped by the private
sector. We have surveyed these
buildings and our findings
have been shocking. In most
buildings surveyed by us we
4

November 2014

have found that more than 75%
of the original residents have
vacated the new houses given
to them for some reason or
the other. We have also found
that the quality of planning,
construction and infrastructure
of the rehab portion is far from
satisfactory. Despite increasing
the FSI and doling out more
and more incentives to the
developers, the scheme has
failed to achieve the desirable
results. MHADA, on its own has
undertaken redevelopment, but
its capacity is limited and in the
past fifteen years it abdicated
its role in the redevelopment
sector in favor of unscrupulous
developers,
resulting
in
evictions and hardships to the
original residents. In the recent
past MHADA has resolved to
undertake reconstruction on
its own in cases where it has
acquired land for the purpose.
This is welcome change, but its
implementation is sought to be
thwarted by the builders, and the
temptation to back the builders
in these cases must be resisted.
The buildings reconstructed by
MHADA since 1965 have now
come up for redevelopment and
there is no policy in place for the
half a million residents of such
buildings. We need to announce
new rules urgently to take care
of the needs of the population
living in such buildings.
If the aim of introducing the private
sector in the redevelopment of
the old buildings was indeed

to improve the quality of life of
the residents, it has miserably
failed. These schemes have to
be revamped completely and
made more people oriented.
We have had discussions with
representatives of the 2.5
million stakeholders and can
help the government in drafting
a scheme which will be accepted
by the public at large.
The urban renewal schemes
under D.C Regulation 33(9)
have not taken off and they
need to be reviewed thoroughly.
We are of the opinion that urban
renewal program is indeed the
need of the hour, but it can
breed predatory tendencies
which would defeat the very
purpose for which the scheme is
conceived. The scheme needs
to be altered drastically, made
community oriented and can
be successfully implemented
if there is sufficient political
will. With the kind of thumping
majority which you have in
Mumbai I am sure that the
political will, will be strong. We
must apply ourselves to find
alternative and better solutions
to the ones tried in the past to
make the lives of the residents
in island city more bearable.
More than 6 million people live
in slums. The D.C. Regulations
33(10) has been amended from
time to time to accommodate
the requests of the developers.
However in the past twenty
years we have managed to
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build a little over one lakh
houses and another one lakh
are in the pipeline. The ideal
target would have been to build
at least three lakh houses per
year so that Mumbai could have
been made a slum free city in 5
years. This target is achievable
and the people are keen for a
solution which is transparent
and does not subject them to
undue hardships. The existing
schemes have not only resulted
in eviction of more than 50%
of the slum dwellers from
their original habitats but also
made them suffer in the newly
constructed rehab buildings
due to inadequate infrastructure
and poor quality of planning
and construction. This scheme
which has failed to achieve
the desired results has to be
revamped.
Special schemes for large slum
pockets such as Dharavi have
not taken off due to the influence
of vested interests who managed
to get into the system with a
motive to subvert the system
for personal gains. A fresh
scheme for the redevelopment
of Dharavi, keeping in mind the
real needs and aspirations of
the people needs to be worked
out. We have already done
substantial research in this field
and will be able to help you to
draft a new policy document for
Dharavi.
In the past, MHADA built houses
for the industrial workers, low

income group, economically
weaker sections of the society
and the middle income group.
They later built for the higher
income group as well. These
properties have now come up
for redevelopment. The D.C.
Regulation 33[5] has been
amended from time to time to
accommodate the residents
in houses larger than the
ones presently occupied by
them. There are hundreds of

co-operative housing societies
in the suburbs of Mumbai and
several of these need urgent
redevelopment. The present
scheme available to them is
by purchasing TDR, from the
government and from the market.
There has emerged a cartel of
those who hoard, speculate and
gamble with TDR. They need to
be dealt with firmly and the effort
should be to make housing more
affordable. Developers have

schemes which are stuck due
to flaws in the scheme and its
implementation. We need to
look at the scheme closely and
bring in changes to make it
effective and acceptable.

been unfair to these societies
in many cases and hence the
residents of such buildings need
to be protected while suggesting
alternative and better schemes
for redevelopment for them.
We have been in touch with
this section of society as well
and can help the government
to formulate fresh policy for
redevelopment of such cooperative housing societies.

The Koliwadas and old Gaothans
of Mumbai have been completely
neglected in the processes
of urban development. The
original inhabitants of these
areas who have lived in
Mumbai for generations have
been subjected to the torture
of being treated at par with the
slum dwellers of Mumbai. Some
of the Koliwadas have fallen to
the greed of the developers and
the original inhabitants of the
Mumbai have been uprooted from
what used to be their homeland.
Schemes for such areas must
form a part your priority list. We
have been in closed touch with
these residents and can play
an important role in trying to
suggest policy measures which
shall be acceptable to them.
There are over fifty thousand
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The government, in the past few
decades allotted plots belonging
to the government through the
Office of the Collector to cooperative housing societies.
Such societies are looking for
redevelopment
opportunities,
and some recent GRs make it
very difficult for the societies
to undertake redevelopment.
A fresh policy needs to be
drawn out for such residents
of plots allotted by the
Collector so that their quality
of life can be improved through
redevelopment.
The

Municipal

Corporation,
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in the past few decades
acquired certain properties
from private owners with a
promise to redevelop such
properties. Under the existing
schemes
developers
have
been permitted to develop such
properties and the residents
have not been satisfied with
such schemes. Moreover the
returns to the corporation have
been inadequate. There has
been a constant demand for
reviewing of these schemes and
new schemes should be put in
place. We shall be able to give
you effective feedback on such
schemes.
There are several municipal
lands in the city as well as in the
suburbs where the corporation
has built houses and allotted
them to their employees as
well as other families displaced
by
the
corporation
while
providing services such as
roads, waterlines, electricity
lines, power transmitters, etc.,
as well as other tenants. The
present policy of redevelopment
of such properties in the island
city has failed to achieve the
desired results. In some cases
developers have sought to
convert the corporation’s land
occupied by legitimate tenants
into slum properties. This is
totally illegal and a thorough
inquiry will reveal massive
frauds in the name of providing
infrastructure to the city. In the
suburbs of Mumbai there is no
policy for properties owned by
6
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the municipal corporations or
occupied by either employees ,
tenants or co-operative housing
societies to whom such plots
have been allotted. We need
to formulate a policy for these
properties, and we shall be
able to help in drafting of a new
policy.
The development of BIT Chawls
and the BDD Chawls has been
hanging for several years
now.
Successive
elections
have seen all political parties
make promises but no scheme
acceptable to the people has
emerged. We are confident
that we could bring about a set
of schemes which would be
acceptable to the residents of
these chawls and benefit the
government and the municipal
corporation as well.
There can be many more
opportunities of redevelopment
on properties belonging to the
central government and also on
properties belonging to PSUs.
A comprehensive policy for
development of such land which
would garner revenue for the
improvement of infrastructure
of the city must be chalked out
urgently.
The issue of affordable housing
would be top on the list of
priorities of the new government.
At present housing available
through the builder driven
schemes is not affordable to
96.5% of the population. Since
the situation is drastic, the

solutions must be more drastic.
It is only when bold initiatives
are taken by the government
that we can bring about a total
change in the city which would
be acceptable to all. We can
put together good schemes and
suggestions which would surely
make housing more affordable
to the people of Mumbai.
Having enlisted the challenges
and the approach to the solutions,
we are sure that each one of
these has sound, transparent
and
acceptable
solutions.
Moreover there can be a set of
solutions for the redevelopment
of a particular type of property
and the occupants can be given
a choice of selecting from the
different options. Presently
such options are not available
and wherever they are, the
system effectively works for the
developers against the interest
of the residents. We trust that
you will show the political will to
bring this change.
We are sure that we could help
you in finding the correct solution
and also to implement solutions
in an effective manner.
We look forward to interact with
you at the earliest.
Chandrashekhar Prabhu
Director General, MEDC
dg@medcindia.com
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Issues in Fiscal Governance :
An Indian Perspective
Dr. R.K. Pattnaik
n the present milieu, sound,
prudent and sustainable public
finance is one of the key
challenges faced by both advanced
and emerging economies. It is
widely recognized both at academic
and policy spheres that reliance
on large government borrowing
and spending to support economic
growth has its own drawbacks
resulting in vicious cycle of deficit
and debt, high inflation rate, high
interest rates, crowding out of
private sector investment. Policy
experiences show that strong fiscal
governance is an important factor
for fiscal performance in so far as it
can help contain the deficit bias of
fiscal policy making. The aftermath
of the financial crisis of 2008 added
a renewed focus on effective fiscal
governance in terms of numerical
rules, independent institutions and
medium term budgetary frameworks.
In this context it is important to note
that Europe is putting in place a new
system of fiscal rules following the
euro area sovereign debt crisis and
decades of rising government to
debt-to-GDP ratios. These include
the so-called “six pack” to upgrade
the Stability and Growth Pact to
a new Treaty incorporating the
“fiscal compact”. Indian authorities
have also enacted fiscal rules in
terms of a legislation known as
Fiscal Responsibility and Budget
Management (FRBM) Act. Though
there has been some success of
fiscal consolidation through the

I

implementation of FRBM Act, yet
there is a debate on the efficacy of
the FRBM in terms of sound fiscal
management
Against the above backdrop, the
present paper makes an attempt to
unfold the Indian fiscal governance
story by highlighting the underlying
issues and setting out a few
policy options. The organization
of the remainder of the paper is
as follows. Section 1 presents a
conceptual framework. The fiscal
developments
covering
three
periods viz, pre crisis, crisis and
post crisis are discussed in section
2. Section 3 unfolds some unsettled
issues in fiscal governance. Section
4 covers the policy. Conclusions
are in section 5
1. Conceptual Framework
1.1 What is fiscal governance?
A perusal of the contemporary
literature suggests that national
fiscal governance, or domestic fiscal
frameworks, can be defined as those
rules, regulations and procedures
that influence on how budgetary
policy is planned, approved, carried
out and monitored. This includes
a)national numerical fiscal rules,
b)independent fiscal institutions
and c)medium-term budgetary
frameworks (MTBFs).
1.2 What are the objective of
fiscal governance?
On the basis of literature review and
country experience the following
objectives have been collated.
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•

attaining

sound

positions

in

budgetary

particular

by

containing the deficit bias, i.e.
tackling the tendency to conduct
unsustainable fiscal policies giving
rise to high deficits and increasing
debt ratios,
•

reducing the cyclicality of fiscal
policy making by promoting a
more long term oriented fiscal
planning

•

improving the efficiency of public
spending

by

supporting

the

efficient use of public resources
and monitoring the efficiency of
public spending programs and
linking the resource allocation to
performance
•

coordinating among the various
government layers

Thus, fiscal governance aims at
strengthening fiscal sustainability
on an enduring basis with the help
legally binding fiscal rules, mediumterm
budgetary
frameworks,
budgetary procedures and the
establishment of independent fiscal
authorities.
2. Assessment of FRBM Act of
Indian authorities
1.1 Preamble to FRBM ACT
The Preamble to the FRBM Act
2003 sates the FRBM is: “An Act
to provide for the responsibility of
the Central Government to ensure
inter-generational equity in fiscal
management and long term macroeconomic stability by achieving
sufficient revenue surplus and
November 2014
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removing fiscal impediments in the
effective conduct of monetary policy
and prudential debt management
consistent with fiscal sustainability
through limits on the Central
government borrowings, debt and
deficits, greater transparency in
fiscal operations of the Central
Government and conducting fiscal
policy in a medium-term framework
and
for
matters
connected
therewith or incidental thereto”. The
revised FRBM Act 2012c based
on Kelker Committee report made
two amendments viz; introduction
of debt rule and effective revenue
deficit( ERD) defines as revenue
deficit minus capital grants.
1.2 Fiscal management during
pre-crisis, Crisis and Post
crisis
The implementation of FRBM
Act witnessed reduction in key
deficit indicators during the period
2003- 08. The fiscal deficit (FD),
was gradually brought below the
threshold target level (3.0 per cent
of GDP) to 2.5 per cent of GDP.
Though revenue deficit was was
reduced to 1.1 percent of GDP but
could not be eliminated as enacted
in the Act.
Fiscal consolidation was achieved
primarily by revenue augmentation.
Gross tax to GDP ratio was 11.9
per cent and tax buoyancy( ratio of
%age change in tax to % change
in GDP) was 1.7. The onset of
economic crisis compelled the
Indian authorities to take pause in
fiscal consolidation. Fiscal stimulus
in terms of tax rate reduction and
enhancement of spending was
undertaken to mitigate the adverse
impact of the crisis. This had
resulted in high RD and higher
FD( RD= 5.2 per cent of GDP and
FD= 6.5 per cent of GDP in 200910) Under the amended FRBM act
8
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2012 FD was 4.5 per cent of GDP
and RD 3.2 per cent of GDP in
2014 ( Provisional account) ERD
remained at 2.0 per cent in the
revised estimates of 2014

It claims that capital grants should
not be part of revenue expenditure
as it is meant for creating capital
assets. In this context the following
observations merit attention.

The Medium Term projection of the
central government sets out that
FD will be 3 % of GDP in 201617, ERD=0 in 2015-16 ,RD= 1.6
per cent in 2016-17 Gross Tax
Revenue = 11.2 per cent in 201617, outstanding liabilities = 41.5 per
cent in 2016-17.

a) ERD is against the constitutional
provisions of budget making.
Annual Financial Statement (AFS)
presented to the Parliament
according to Article 112 of the
Constitution treats all grants as
revenue expenditure.

3. Unsettled issues in fiscal
governance
3.1: Non achievable Medium
term projections questions
fiscal governance
As long as revenue deficit remains
in the fiscal sector the threat to
fiscal deficit and debt continues.
Our estimates of the medium term
scenario reveals that RD in a
status quo ante scenario (15.59
percent growth in revenue receipts
and 12.04 per cent growth on
revenue expenditure), will not be
zero in coming five years (201920). ERD in the same scenario will
be zero in 2019 -20. FD could be 3
% of GDP with cutbacks in capital
expenditure. In policy intervention
(with a revenue buoyancy of 1.5
and tax buoyancy of 1.7) RD will
be zero in 2019-20. It may be noted
that the medium term projections by
the government are highly optimistic
and thus the fiscal governance is in
question.
3.2 Classic cases of creative
accounting questions fiscal
governance
First, the introduction of effective
revenue deficit (ERD) is a classic
case of creative accounting and is
against any norm of fiscal prudence.
Union Budget makes a distinction in
functional expenditure categories.

b)
ERD
suffers
from
time
inconsistency. This was introduced
as the GoI realized that elimination
of RD looks difficult within a span
of five years. Fiscal transparency
suggests that sudden shocks to
accounting arrangement should
best be avoided.
c) Since grants whether capital in
nature or otherwise are treated as
non-tax revenue receipts, these are
in AFS of State government meant
to finance revenue expenditure. To
the extent the Central Government
reduces its RD and if these are
not treated as revenue receipts of
states, the RD of states goes up
by similar amount of reduction and
having no impact in the General
government RD. Since RD is
not eliminated there are macroeconomic implications in terms of
savings and economic growth.
Second, Union budget 2014-15
has taken the decision to transfer
funds( Rs. 12,252 crore) from the
public account to consolidated
fund non – tax revenue . Again a
creative accounting in the name
of unlocking locked up resources.
It may be noted that these funds
are debt capital receipts in public
account and are meant to finance
fiscal deficit.
Third, the restructuring of central
assistance funds directly to state
government in place of state
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government bodies has implication
for monetary management as these
funds require time to be spent
and cash surplus with RBI goes
up creating deficit liquidity in the
market.

•

may consider not

Finance commissions.
•

may consider the letter and spirit
Act 2003 and

deficit indicator in the FRBM ACT
not the ERD
•

be

revisited with focused attention to
elimination of RD not ERD. This is
consistent with the original ACT of
2003.
•

Borrowing Rule needs to be
revisited with emphasis to put
limits in cash deficit and cash
surplus maintained with RBI.

•

present

debt

and

cash

management committee having
joint

members

Government

of

RBI

may

recommending

and

consider

cash

surplus

and technological sophistications
high volatility of cash deficit/
surplus is not appropriate as
leads and lags in revenue and
expenditure could be minimized.
•

The

large

deviations

in

the

budget, revised and accounts
should

be

avoided

having

a

minimum deviation concept which
is acceptable in terms of cash
receipts and expenditure flows
keeping the cyclicality of the cash
flow movements.
•

To include the impact of business
cycle, it is appropriate to consider
the decomposition of fiscal deficit
to structural and cyclical for the
central and state governments.
The RBI may provide technical
assistance to state governments.
This could be shown as the memo
item in the Budget.

Too much emphasis on fiscal

6. Conclusions

deficit reduction is against capital

The Indian economy in the
post-crisis
period
has
been
characterized by deceleration in
growth and persistent inflation.
The main contributing factor to
such economic malaise is poor
fiscal management. Even under

outlay enhancement because of
downward rigidities in revenue
expenditure.
•

The

Government. With core banking

4. Policy options
to

consider

/ deficit floors and ceilings to

The FRBM act does not focus on
the financing of fiscal deficit. As
result the cash management of
the government has not improved
resulting in sometimes maintaining
undesirable
cash surplus with
RBI or taking recourse to higher
Ways and Means Advances( WMA)
from RBI.
Persistence of this
trend makes difficult for the RBI in
respect of monetary, liquidity and
debt management difficult
needs

of the FRBM

may

recommending RD as the main

3.4 Poor cash management
practices

FRBM

The 14th Finance e Commission
of the Preamble

A perusal of revenue receipts,
revenue expenditure and capital
expenditure in the
budget
estimates, revised estimates and
provisional accounts in 2013-14
revealed large deviations which
questions budget integrity as the
government is under FRBM

Revised

incentivizing

adherence to FRBM like earlier

3.3 Lack of budget integrity

•

The 14th Finance Commission

There should be some floor to
reduction in capital outlay with
monitoring the same in terms of
return on investment.
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the given Fiscal Responsibility
and Budget Management (FRBM)
Act, the Indian authorities were
unsuccessful in adhering to the
golden rule of government finance,
that is, the elimination of the revenue
deficit. Thus, the borrowings by
the government are pre-empted
for meeting current consumption
expenditure.
The
continuation
of revenue deficit has adversely
affected growth through dissaving
of the government. Furthermore,
this has led to a lower provision for
capital outlay. Inflation management
is difficult as the expenditure
pattern of the government fuelled
the demand side, thereby making
monetary policy ineffective. It has
also constrained the scope of fiscal
space.
In order to make the fiscal
governance effective and efficient
the fiscal consolidation through
FRBM should emphasize the four
F’s of fiscal governance viz; a)
fiscal empowerment i.e. maximize
revenue to the budget, b) fiscal
transparency i.e. avoidance of
any creative accounting, c) fiscal
marksmanship i.e. maintaining
budget integrity i.e. avoiding
large deviation in the budget
estimates, revised estimates and
accounts figures and fiscal space
i.e. Counter Cyclical Policies to
manage the fluctuations in business
environment due to exogenous
shocks.
ranjitkpattnaik@gmail.com
Dr. R.K.Pattnaik is Professor at SPJain
Institute of Management and Research,
Mumbai
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Governance & Prevention of
Public Sector Wastage

I

Mr. Sunil Bhandare

n its general as well as
recently held State assembly
election campaigns, the BJP
has sought to bring into sharp
focus the issues of governance
in our socio-political-economic
system. It’s most popular
slogan has been “Minimum
Government,
Maximum
Governance”.
The
BJP’s
election manifesto articulated
how governance was derailed
during the long tenure of the
UPA government. It observers
thus: “.......they have taken out
Genuineness from Governance;
Authenticity from Administration.
UPA has shown Governance
of Enactment, not Action. It
has given an Administration of
Entitlement without Delivery.
We have become a polity of
Promises, and not Performance.
We represent an economy of
deficits, a work culture of delays
and an asset base of deficiency.
Worse, Congress-led UPA has
made India a global synonym
of Corruption, Scandal and
Stagnation. To make it even
worse, today, we are passing
through total Decision and
Policy Paralysis”.
Given the seriousness of these
fault-lines and charges, there
has to be distinctive sense
of urgency to overcome the
same. But how? The manifesto
strives to elaborate what
typically are the dimensions of
10
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good governance. And there
obviously are its multiple facets.
First, everything that was wrong
in the UPA government’s regime
has to be dealt with promptly.
Second, at the same time, the
new NDA government has to
harness energy and resources
of
economic
development.
The BJP manifesto talks
about establishing “a system,
which eliminates the scope for
corruption” through [a] public
awareness;
[b]
technology
enabled e-Governance; [c]
policy-driven,
system-based
transparent governance; [d]
rationalization and simplification
of the tax regime; and [e]
simplification of processes and
procedures at all levels.
Further, it talks about “open
government and accountable
administration” with priority
being given to administrative
reforms;
transparency in
decision-making
process;
setting-up an effective Lokpal
institution; efficiency and delivery
of public services; digitization
of
Government
records;
performance review; mandating
social and environment audit
for all Government schemes
and programs; elimination of
obsolete laws; and purposive
regulations,
administrative
structures, and practices. “On
the whole, hallmarks of our
Governance model would be:

people-centric,
policy-driven,
time-bound delivery”. It also
elaborates on how e-governance
would be a great enabler for
empowerment,
equity
and
efficiency in the economy.
All this is in conformity with the
idiom of hope propounded by
the PM “acche din aane waale
hain”. But after more than 150
days of its tenure, the Modi
government would now be
judged not by embellishment
of its prose of intentions, but by
actual policy actions on ground
and
their
implementation.
All stakeholders are looking
forward to such transformative
changes. And how soon and
how effective all those are
going to be will determine the
NDA government’s success.
Fortunately, the early signs are
encouraging. In the last few
months, a slew of signficant
measures have been taken. The
current focus is on [a] structural
changes in the energy sector;
[b] driving the momentum
of “Make in India” through
labor reforms and improving
parameters of ease of doing
business; [c] commitments to
fiscal management, namely,
on crucial target of 4.1% fiscal
deficit to GDP ratio and for which
to pursue PSUs’ disinvestment
program over the next three or
four months; and [d] progressing
with ‘game changing’ pending
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reforms like GST, agricultural
produce
common
market,
modifications in land acquisition
legislation, etc.
Thus, after a prolonged phase
of “policy paralysis” under the
UPA II regime, what has already
been done or soon proposed
to be undertaken by the NDA
government is fairly reassuring.
But the path to be traversed
towards good governance
is going to be increasingly
arduous.
Critiques
have
already highlighted several
inadequacies, and one of the
principal contentions is that
the government needs to
be far more aggressive with
time-bound
implementation
of reforms. Thus, various
stakeholders are anxious to see
far more prompt and effective
policy response be it relating
to GST, issues of retrospective
tax laws amendment, Supreme
Court’s coal allocation judgment
and private sector’s role in
coal sector [including its
denationalization], flexible labor
policy, recalibration of SEZ
policy, abolition of numerous
obsolete laws or matters of
corruption and black money.
In substance, there is going to
be a long haul! Hopefully, the
government can be expected to
move fast during the forthcoming
winter session of Parliament
scheduled to begin from Nov 14,
2014. The NDA’s strong majority
augurs well for a relatively
smooth legislative process in
Loksabha. But the problem is
in Rajyasabha, wherein it has
just a little over one-fourth of
members at present [witness:
the Insurance Bill]. Therfore,
the government will have

to gear itself in consensus
building, wherein issues of
Constitutional amendment/s are
involved [for example, on revised
Constitutional Amendment Bill
to roll out GST].
Dealing With Public Sector
Wastage
Keeping this overall perspective,
let us reflect upon how matters
of governance are also so
crucial to deal with challenges
of public sector wastage in the
country. Recall what one of
India’s great legal luminaries,
the late Mr. N. A. Palkhivala had
observed many years ago in the
contextual framework of India’s
Income Tax Act: “The tragedy of
India is the tragedy of waste –
waste of national time, energy
and manpower. Tens of millions
of man-hours, crammed with
intelligence and knowledge – of
tax gatherers, tax payers and
tax advisers – are squandered
every year in grappling with
the torrential spate of mindless
amendments. The feverish
activity achieves no more than
a fever”.
What was then said about
income-tax
law
and
its
administration remains valid in
many other areas of economic
management of our country.
Witness, an overhang of spate
of “public expenditure-driven”
developmental projects and
social welfare programs in the
name of social equity, justice
and inclusive development!
Literally billions of rupees worth
of national output, national
resources,
national
time,
energy and manpower are lost
to our economy every year. In
turn, our fiscal and external
sector is substantially impaired
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and doemstic savings rate so
essential to accelerate economic
growth suffers erosion. But
where does such public sector
wastage manifest in the Indian
context? Obviously, it takes
various forms. Illustratively:
yy First, at the macro fiscal level,
through misuse or leakages of
public spending, irrespective
of whether such expenditure
allocations
are
classified
under developmental and nondevelopmental heads; or under
capital and revenue accounts;
or under plan and non-plan
expenditure format. All forms
of government expenditures
are
prone
to
leakages,
misappropriation,
creation
of excess capacities, underutilization of valuable capital
investment, wrongful production
planning, deployment of wrong
technology, etc. Hopefully, the
newly appointed Expenditure
Management
Commission
[under Dr. Bimal Jalan] might
deal with such matters.
yy Second, revenue deficit is a
most significant manifestation of
public sector wastage. It reveals
excess of revenue expenditure
over revenue receipts (both
tax and non-tax), ultimately
leading to increase in public
borrowings on year-on-year
basis. Cumulatively, these cause
expansion of governments’
liabilities without corresponding
increases in their productive
assets.
yy Third, typical cases of cost and
time over-runs of public sector
projects – and these are galore
in the Indian context.
yy Fourth, various forms of direct
and indirect subsidies – some
of which are legitimate and
November 2014
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justifiable, but most create
opportunities for their misuse
and propel vested interests for
their eternal continuation.
yy Fifth, granting of loan waivers
and loan write-offs to public
sector undertakings (PSUs)
either from the governments’
budgets or by imposing their
burden on banks and financial
institutions.
yy Sixth, the persistent budgetary
support to loss-making PSUs,
most of which is often utilized for
payment of wages and salaries
or interest over-dues of banks
and other financial institutions/
creditors.
yy Last, but not the least important,
are the instances of virtually
forcing high profit-making and
cash-rich PSUs to declare
and pay to the exchequer
disproportionately
high
dividends from their profits with
a view to meeting the budgetary
gaps. Such practices deprive
these enterprises alternative
opportunities of using their
surpluses in genuinely productive
and profitable activities.

It is commonly known that
in India, a large portion of
public expenditure is lost to
a maze of red tape, fraud,
waste, and corruption. Often
times,
many
high-ranking
government officials have been
candid enough to admit such
phenomenon. Indeed, what
has been oft-quoted is a wellscripted observation of former
Prime Minister, the late Mr. Rajiv
Gandhi, who famously remarked
that for every one rupee spent
on poverty alleviation programs
only 17 paise reached the
intended beneficiary.
12
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However, while highlighting
these issues, let us not abjure
some sound rationale and
underlying
philosophy
that
public spending sub-serves
many well-defined economic and
social goals of providing public
goods and services – primary
education and health; building
up of physical infrastructure –
from construction of roads and
bridges to water supply, rural
electrification, public transport,
public housing, etc; maintenance
of external and internal security
– defence and law and order;
and running of key institutions of
governance, namely, legislative,
executive, administrative and
judicial. Public expenditure also
offers a powerful instrument
for promoting equity and
social justice through income
redistribution
programs
of
subsidies,
cash
transfers,
guaranteed
employment,
etc. Obviously, most such
provisions of public goods and
services can not attract private
funding and investment. But, a
predominant part of these have
to be financed through tax and
non-tax revenues as well as
from resource-raising efforts
from users of such public goods
and services.
In substance, public expenditure
is acknowledged as a powerful
tool of reaching out to those at
the bottom of the pyramid or
those who are hitherto deprived
of basic means of livelihood and
good quality of human existence.
Also, it facilitates balancing and
sustaining several well-defined
parameters of socio-economic
development as well as of good
governance. Incidentally, in
international comparison the

ratio of government spending
to GDP in case of India is much
lower. For example, in EU
countries this ratio is ~ 49% of
GDP, UK ~47%, USA ~44%,
Japan 37%. All these countries
have been struggling for the past
several years to manage their
problems of large fiscal deficits
and mounting public debt.
Amongst BRICS economies,
the ratio varies from the low
of 20.8% in China to 34.1% in
Russia and to as high as 41% in
Brazil; and for India and South
Africa 27.2%. It can, therfore, be
argued that India needs to step
up its public expenditure given
the shortfalls in key parameters
of
social
and
physical
infrastructure in the country. At
the same time, efficient use of
public resources and concerns
of fiscal discipline cannot be
ignored and comprosmised.
Centrality of Quality of
Expenditure
Thus,
while
making
an
objective assessment of public
expenditure, it is not just the
quantitative dimensions that
are important, but its qualitative
aspects and outlay-outcome
results. The basic challenge
which the NDA government
has to deal with is to create
incremental fiscal space by
plugging leakages of public
resources in various forms.
So far, a predominant focus
of
Fiscal
Responsibility
Budget Management (FRBM)
legislation has been on
quantitative parameters of fiscal
governance, that is in terms
of target numbers of ratios
of revenue and fiscal deficit
to GDP and of government’s
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indebtedness.
But
there
are more crucial aspects
concerning
effectiveness
and
outcomes
of
such
public spending. These can
be dealt with through (a)
prioritisation and capping of
expenditure allocations; and
(b) greater transparency and
accountability.
Illustratively, the B. K. Chaturvedi
Committee
constituted
by
the Planning Commission on
Restructuring
of Centrally
Sponsored Schemes (CSS) in
its report in 2011 has pointed
out, among other things, that
“the monitoring by Ministries
and independent evaluation
of schemes is generally poor
in CSS due to gaps in design
of scheme, lack of ownership
amongst States. No emphasis is
being laid on outcomes or impact
of these through independent
assessment/evaluation”.
Also, there is a more important
issue of leakages taking
place through continuation
of
inefficient
and
lossmaking
public
sector
undertakings
(PSUs).
Let
us briefly reflect briefly on
the working of Central Public
Sector Enterprises (CPSEs).
Past experiences have shown
that many CPSEs and other
development projects, having
laudable objectives, have failed
to deliver the results. Most such
failures are attributable to (a)
deficiencies in the assumptions
about crucial technical and
non-technical parameters; (b)
imperfect knowledge of the
local situation; (c) time and
resources
constraints;
(d)
inadequacies in design and
implementation; and so on. Time

and cost overruns have, indeed,
become the hallmark of many
public sector infrastructure and
investment projects. Like-wise,
the benefits intended to be
delivered to the people through
development programmes in
social sectors have not fully
reached
the
beneficiaries
due to the weaknesses in
administrative planning and
delivery mechanism.
Most loss-making and poorly
run CPSEs have may common
attributes: (a) idle production
capacities; (b) wastage of
materials and accessories;
(c) over-staffing; (d) lack of
cost consciousness; (e) gross
neglect of maintenance of plant
and equipment; (f) high cost and
low quality; and (g) Ministerial/
political interference. A brief
profiling of CPSEs, based on
available official data of such
enterprises for 2012-13, would
enable us to evaluate the
opportunities for unlocking
their true potential! There are
225 CPSEs, of which 161 are
profit-making and the balance
63 are loss-Making. The all
profit-making CPSEs together
accounted for Rs.1251 billion
of profits, while loss-making
CPSEs
together
knocked
off Rs.276 billion through
their losses. In addition, oil
companies have suffered hugely
from administered pricing policy,
and as a consequence recorded
under-recoveries of as much as
Rs.550 billion in 2012-13. A huge
amount of capital is employed
in all these enterprises – over
Rs.13,280 billion, while their
gross turnover amounted to
Rs.18,419 billion.
The aggregative performance
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of Central PSEs often conceals
many problem areas such as
lack of transparency relating
to (a) actual losses of lossmaking enterprises; (b) underrecoveries of oil producing/
marketing companies; and (c)
Central Government’s budgetary
support to such loss-making
companies to enable them to
pay salaries and wages and
interest on loans as well as their
vendors’ overdues. In a market
driven private sector framework,
well-managed
profit-making
companies survive and expand;
they, on an average, show
better profitability performance.
But perennially loss-making
companies have eventually go
under liquidation and wind up.
A crude calculation suggests
that every one percentage
point improvement in return
on capital employed of CPSEs
could generate additional profit
of Rs.132 billion, and every
one percentage point gain in
profit margin ratio, can yield
extra Rs.184 billion. Thanks
to the disinvestment of some
of the profit-making CPSEs in
the post-reforms period, there
are now 46 listed enterprises
whose market capitalization
as of end-Sept 2014 was
about Rs.14,145 billion. There
is considerable scope to
progress
aggressively
with disinvestment of such
enterprises and strengthen
their governance system.
More importantly, the NDA
government
has
also
to
strategise privatisation of lossmaking enterprises within a
reasonable time frame, thereby
reducing their fiscal burden.
Besides, there are perennial
November 2014
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problems of time and cost
overruns leading to huge public
sector wastage. According to
the 2011-12 annual report of
MOSPI, Govt. of India, the
average cost overruns were
20% in respect of 584 major
projects of 15 different Ministries
– the original project cost
was Rs.6908 billion, but the
anticipated worked out to be
Rs.8288 billion; and the actual
may turn out to be still higher.
And time overruns of these
projects vary from minimum of
2 months to maximum of 213
months; the median seems to
be closer to 50 to 60 months.
Various
other
anecdotal
evidence of public sector
wastage can be illustrated:
[a] as on March 31, 2012, 555
projects (worth Rs.1.50 billion
and above) were on-going, out
of which 179 projects reported
cost overruns of around Rs.1230
billion [based on Minister’s reply
in Rajya Sabha]; [b] CPSUs are
engaged in executing over 560
major projects costing above
Rs 1.50 billion in 14 different
infrastructure sectors as of Sept
2013. The total original cost
of these projects is more than
Rs.7900 billion and 48% of these
suffer substantial delays and
cost overruns; [c] the famous
Maharashtra case of irrigations
projects over Rs.420 billion were
spent on 426 on such projects
and most these still remain
incomplete as of March 2012. In
case of 242 projects, the initial
cost of Rs.72.2 billion, has risen
to as much as Rs.338.32 billion;
and [d] in case of 29 km long
Udhampuir-Srinagar-Baramulla
railway line, the original cost of
Rs.30.8 billion in 1999-2000,
14
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has escalated to over Rs.195
billion.
The causative factors are too
well-known: [a] poor project
formulation due to inadequate
field investigation, lack of
adequate data, inadequate
analysis of environmental and
rehabilitation
implications,
changes in prices and exchange
rate regimes; [b] delays in
clearance from various regulatory
agencies in land acquisition and
in procurement of materials.
Such delays are primarily due
to poor coordination and project
planning, as these problems
are not explicitly considered
or taken into account at the
planning stage; [c] changes
in design or scope of projects
midway through execution; [d]
project management’s inability
to take prompt decisions
on various aspects of these
projects even when the objective
circumstances warrant such
decisions;
[e] management
problems such as personnel,
labour and contractor disputes,
mismatch
of
equipment,
inadequate and untimely release
of funds; and [f] unforeseeable
factors such as adverse geomining conditions and natural
calamities.
Going Forward
In summing up, it will be
imperative
for
the
NDA
government to strentgthen and
calibrate further its governance
model, as envisaged in the
BJP’s election manifesto. There
are formidable challeng*es
of combating public sector
wastages. India certainly does
not have the luxury of allowing
perpetuation of drain and

depletion of its vital financial
and manpower resources and
energies. The way forward is
to abide by the logic that “the
business of government is
governance and not business”.
And for this, it has to move
beyond the narrow confines
of Fiscal Responsibility and
Budget Management (FRBM)
Act.
The emphasis should now be
on developing an integrated
model of economic and fiscal
governace, and that is based on
institutions, which, as proclaimed
by the United Nations, are
“accountable,
effective
and
efficient,
transparent,
responsive,
equitable
and
inclusive and follow the rule
of law. In the present age,
governance
has
assumed
such critical proportions that it
appears too important to be left
only to the government. The
stakeholders in governance have
expanded beyond the executive,
legislature and judiciary to civil
society, social organisations,
media and the public. Apart from
the base expanding, each new
stakeholder has become very
vociferous and demanding.”
We believe that the Modi
Government will have the
necessary passion and political
will to move forward in that
direction! Next couple of years
will show whether it is a case
of an opportunity lost or an
opportunity won with thumping
success !
sunil.bhandare@gmail.com
The author is Chief Economist in
MEDC

Maharashtra Economic Development Council, Monthly Economic Digest

Cover Story

E-Governance : Objectives, Issues and Government Initiatives

T

he concept of e-governance
has its origins in India
during the seventies with a
focus on development of in- house
government applications in the areas
of defense, economic monitoring,
planning and the deployment of IT
to manage data intensive functions
related to elections, census, tax
administration etc. The efforts of the
National Informatics Center (NIC) to
connect all the district headquarters
during the eighties was a very
significant development. From the
early nineties, IT technologies were
supplemented by ICT technologies
to extend its use for wider sectoral
applications with policy emphasis
on reaching out to rural areas and
taking in greater inputs from NGOs
and private sector as well.
The main focus of this article is to
reflect upon the basic structure of
e-governance and then set out its
objectives. It broadly determines the
scope, challenges, strategies and
how to make e-governance effective
and successful.
E-Governance is basically associated
with carrying out the functions and
achieving the results of governance
through the utilization of what has
today come to be known as ICT
(Information and Communications
Technology). It aims at bringing
in faster and transparent service
delivery, accountability, information
sharing and people participation in
the decision making and government
processes. E-Governance ushers in
multiple benefits for the government
and the masses by ensuring greater
citizen participation at all levels of
governance. It brings in SMART
Governance:
S - Simple: Simplification of rules
and procedures of Government
making it user-friendly.

M- Moral: Infusing ethics and morals
into officers again since anticorruption and vigilance agencies
improving.

- MEDC Research Team

•

A- Accountable: ICT helps set
standards of performance and
efficiently measures it.
R- Responsive: Efficient service
delivery and government that is in
tune with the people.
T-Transparent:
Information
confined to secrecy is out in the
public domain bringing equity and
rule of law in public agencies.
These goals can be successfully
achieved with the help of ICT
and thus making the concept of
e-governance more clearly defined
and achievable.
The main strategic objectives of
e-Governance are:
• To increase Government and Citizen

•

•

Interaction: In today’s scenario the
Government and Citizens hardly
communicate. E-governance builds
a feedback framework which helps
in getting the necessary suggestions
from the public and ultimately helps
the government in taking appropriate
actions.
To make government administration
more transparent and accountable:
E-governance helps in achieving
transparency in the government by
making all the government data and
information available to the people
for access. This helps in keeping
the people well informed about the
government’s decisions and policies
of the government. Thus making the
government more accountable.
To reduce the cost of Governance:
Putting services on-line substantially
decreases the processing costs of
many activities compared with the
manual way of handling operations.
Efficiency is also attained by
streamlining internal processes and
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•

by enabling faster and more informed
decision making.
To reduce the reaction time of
Government: To reduce red-tapism,
delays and inconveniences through
technology
interventions
which
includes the use of modern tools,
techniques and instruments of
e-Governance.
To build an informed society:
Only informed people can make a
Government can make a government.
By providing access to all, every piece
of information of the government and
of public importance is one of the
basic goals of E-governance

The
main
advantage
while
implementing electronic government
will be to improve the efficiency of
the current system (Paper based
system). That would in return save
money and time. This would also
facilitate better communications
between
governments
and
businesses.
Illustratively,
E-procurement
facilitates G2G (Government to
Government) and B2B (Business
to Business) communication; this
will permit smaller businesses to
compete for government contracts
as well as larger business. Thus
creating an advantage of open
market and making the economy
stronger. Business and citizens
can obtain information at a faster
speed and it is possible at any time
of the day.
The society is moving towards the
mobile connections and the ability
of an e-government service to be
accessible to citizens irrespective
of location throughout the country
brings the next and potentially biggest
benefit of an e-government service.
E-Governance facilitates interaction
between different stake holders in
governance. These interactions may
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be described as follows:
G2G (Government to
Government)
This kind of interaction helps in
increasing the flow of information
and services within and between
different entities. This kind of
interaction is only within the sphere
of government and can be both
horizontal i.e. between different
government agencies as well as
between different functional areas
within an organization, or vertical
i.e. between national, provincial
and local government agencies
as well as between different levels
within an organisation. The primary
objective is to increase productivity,
performance and efficiency.
G2C (Government to Citizens)
G2C helps in building an interface
between the government and citizens
which enables the citizens to benefit
from efficient delivery of a large range
of public services. This expands
the availability and accessibility of
public services on the one hand and
improves the quality of services on
the other.
G2B (Government to Business)
Here, e-Governance tools are used
to aid the business community –
providers of goods and services
– to seamlessly interact with the
government. The objective is to
cut red tape, save time, reduce
operational costs and to create
a more transparent business
environment when dealing with the
government. The G2Binitiatives can
be transactional, such as in licensing,
permits, procurement and revenue
collection.
G2E (Government to Employees)
Government is by far the biggest
employer and like any organisation,
it has to interact with its employees
on a regular basis. This interaction
is a two-way process between the
organisation and the employee. Use
of ICT tools helps in making these
16
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interactions fast and efficient on the
one hand and increase satisfaction
levels of employees on the other.
Moving ahead with its pre-poll
promise, the Narendra Modi-led
NDA Government has approved
an umbrella programme—Digital
India—comprising various projects
worth about Rs one lakh crore to
transform the country into a digitallyempowered knowledge economy.
The Digital India programme is a
transformed version of the already
running National E-Governance Plan.
The programme has E-governance
as its focus which would be
implemented in different phases from
the current year till 2018.
The
programme
would
be
created with building up an ICT

infrastructure,
which
includes
plan layout of effectively providing
services like; High Speed Internet at
Gram Panchayat Level, On-Demand
accessibility of services like Health,
Education and so on and Digital
empowerment to citizens especially
making citizens more knowledge
worthy through Digital Literacy
For governments, the more explicit
motivation to shift from manual
processes to IT-enabled processes
may be increased efficiency in
administration and service delivery,
but this shift can be conceived as a
worthwhile investment with potential
for returns. Following are some of
the recent e-governance projects
implemented by various state
governments.

State/Union
Territory

Initiatives covering departmental automation, user charge
collection, delivery of policy/programme information and
delivery of entitlements

Andhra
Pradesh

e-Seva, CARD, VOICE, MPHS, FAST, e-Cops, AP online—One-stop-shop on the
Internet, Saukaryam, Online Transaction processing

Bihar

Sales Tax Administration Management Information

Chattisgarh

Chhattisgarh Infotech Promotion Society, Treasury office, e-linking project

Delhi

Automatic Vehicle Tracking System, Computerisation of website of RCS office,
Electronic Clearance System, Management Information System for Education etc

Goa

Dharani Project

Gujarat

Mahiti Shakti, request for Government documents online, Form book online, G R
book online, census online, tender notice.

Haryana

Nai Disha

Himachal
Pradesh

Lok Mitra

Karnataka

Bhoomi, Khajane, Kaveri

Kerala

e-Srinkhala, RDNet, Fast, Reliable, Instant, Efficient Network for the Disbursement of
Services (FRIENDS)

Madhya
Pradesh

Gyandoot, Gram Sampark, Smart Card in Transport Department, Computerization
MP State Agricultural Marketing Board (Mandi Board) etc

Maharashtra

SETU, Online Complaint Management System—Mumbai

Rajasthan

Jan Mitra, RajSWIFT, Lokmitra, RajNIDHI

Tamil Nadu

Rasi Maiyams–Kanchipuram; Application forms related to public utility, tender
notices and display

North-Eastern States
Arunachal
Pradesh

Community Information Center. Forms available on

Manipur,
Meghalaya,

the Meghalaya website under schemes related to

Mizoram &
Nagaland

social welfare, food civil supplies and consumer affairs, housing
transport etc.

Source: PC Quest Article
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The Union Government’s department
of Electronics and Information
Technology has started eTaal (
Electronic Transaction Aggregation
and Analysis Layer) which is a
web portal for dissemination of
e-Transaction statistics of Central and
State level e-Governance Projects
including Mission Mode Projects. It
receives transaction statistics from
web based applications periodically
on almost real time basis. This policy
initiative has been successfully
implemented in various states. In
July 2014, Tamil Nadu government
had issued close to one crore
records to its citizens electronically,

thus showing how productive,
efficient and user friendly it is to the
citizens as well as the government.
The Tamil Nadu government has
converted a lot of transactions in
government from offline to online
mode, like issuing birth and death
certificates, driving license, health
management systems in hospitals,
all school related data, petitions filed
in the state secretariat and several
other categories. These types of
regular transactions have added up,
making Tamil Nadu come second in
the ranking in the highest number of
transactions done online.
Another initiative taken up under

E-Transaction Aggregation & Analysis Layer
(eTaal) – A Brief Overview
Introduction

eTaal is a web portal for dissemination of e-Transaction
statistics of Central and State level e-Governance Projects
including Mission Mode Projects. It receives transaction statistics
from web based applications periodically on near real time basis.

Services

eTaal presents quick analysis of transaction counts in graphical
form (Bar Chart, Pie Chart, Bubble Chart, etc.) and as Tabular
Statements to give quick view of transactions done by various
e-Governance projects.

Benefits

Provides visibility for the National/State level services of
e-Governance Projects and presents status on actual utilization
of various systems running at various locations.

Target Group

Any department or government organization offering G2C, G2B
or G2G services.
“A transaction in delivering a public service which uses
Information Technology (IT) while also satisfying the following
four conditions,

What is
e-Transaction?

a. Service is requested through electronic means including
mobile devices
b. Workflow/approval process is electronic
c. Database is electronic/digitized
d. Service delivery is electronic.
in order to improve access, enhance transparency and
reduce response time.”

Prerequisites for
participation

The server on which the e-transaction data resides must be on
Internet. It is platform independent.
The server may be on any platform (Windows/Linux; SQL
Server/Oracle/MySQL/ PostGreSQL; .Net /Java/PHP etc.).

How to
participate?

A ‘Web Service’ is needed to be deployed on the server on
which transaction data is available. URL of the same with
credentials to access this URL is needed to be shared with eTaal
Administrator. Details are given in the technical document.

Source: etaal.gov.in
Maharashtra Economic Development Council, Monthly Economic Digest

e-governace is by the the Government
of Maharashtra. With more than 6000
users in one instance, Maharashtra
Secretariat is the largest ever
eOffice implementation so far in
the country. All levels of users from
assistants, clerks to Secretaries, and
Hon’ble State Ministers and cabinet
ministers and their staff have been
brought on board.
s35 district collectors, 35 RDCs, 8
divisional commissioners, deputy
Divisional commissioners exchange
files with Mantralaya instantly. IAS
officers across the state exchange
files via eOffice. Even officers apply
for leaves remotely using E-Office.
•

•

•

•

Extensive capacity building, change
management, infrastructure support,
implementation support provided by
DIT.
Synergy
in
all
E-Office
implementations is being brought
by hosting the application at SDC
and sharing the resources and
knowledge gained. Interoperability,
integration,
Innovation
and
technology advancement is the way
ahead for eOffice in the state.
E-Office at Mantralaya has recently
won ‘Gold Award’ under the category
‘Best Green IT initiative of the Year’
at the first Express IT Awards.
E-Office at Mantralaya has won
the Jury’s choice award for best
G2G initiative of the year by
eMaharashtra.

The
ultimate
goal
of
the
e-government is to be able to offer
an increased portfolio of public
services to citizens in an efficient
and cost effective manner. It allows
for
government
transparency
because it allows the public to be
informed about what the government
is working on as well as the policies
they are trying to implement. But
along with these achievements
there are a large number of
obstacles in implementation of
e-Governance in India. These can
be categorized under the following
titles: Environmental and Social
November 2014
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Challenges, Economical Challenges
and Technical Challenges. These
challenges are explained below:
•

•

•

•

Lack
of
IT
literacy
and
awareness regarding benefits of
e-governance: There is a general
lack of awareness regarding the
advantages of e-governance as
well as the process involved in
implementing successfully G2C, G2G
and G2B projects. The administrative
structure is not very well equipped for
maintaining, storing and retrieving
the
governance
information
electronically. The common practice
is to obtain the data from the files
as and when required rather than
operating on Document Management
and Workflow Technologies. These
technologies have been restricted
only to departments where there is
perceptible lightening of workloads
of the subordinate staff.
Underutilization of existing ICT
infrastructure: To a large extent,
the computers in the department
are used for the purpose of word
processing only, resulting in the
-underutilization of the computers in
terms of their utility in data mining for
supporting management decisions.
The time gap between acquiring the
hardware and developing the custom
applications is considerably long.
Thus making the hardware obsolete.
Lack
of
Infrastructure
for
sustaining e-governance projects
on national level: At present the
users in the government departments
do not contribute enough to
design the solution architecture.
Consequently the solution developed
and implemented does not address
the requirements of an e-government
project.
Lack
of
infrastructure
for
sustaining e-governance projects
on national level: The infrastructure
creation is not guided by a uniform
national policy; rather it is dependent
on individual needs of the officers
championing
a
few
projects.
Hence the required networking
and communication equipment is
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either non-existent in government
departments and if it exists at all it
does not serve the tangible purpose
as far as the requirements of
e-governance is concerned.

To overcome all these and
many more obstacles regarding
e-governance we need to take
appropriate measures to have a far
reaching impact of e-governance for
governments and citizens. After all
successful e-governance initiatives
cannot be taken in haste. Some of
the requirements for implementing
successful e-governance across the
nation are:
•

•

•

•

•

•

We need a framework of e-governance
which serves the nation with enough
bandwidth to service a population of
over one billion.
National citizen database which
is the primary unit of data for all
governance vertical and horizontal
applications across the state and
central governments.
E-governance and interoperability
standards
for
exchange
of
secure
information
with
nonrepudiation, across the state and
central government departments
seamlessly.
Datacenters in centre and states
to
handle
the
departmental
workflow automation, collaboration,
interaction, exchange of information
with authentication.
A secure delivery framework by
means of virtual private network
connecting across the state and
central government departments.
Connectivity framework for making
the services reaches the rural areas
of the country or development of
alternative means of services such
e-governance kiosks in regional
languages.

Good governance has to be more
accountable and transparent in its
functioning. It is about having the best
possible process for good decision
making. Further, good governance
leads to better decisions, helps local
government meet its legislative

responsibilities and consequently
provides an ethical basis for
governance. E-governance helps
in meeting the above objectives
effectively.
It
fundamentally
strives to bring about a change in
the mindset and work culture to
integrate government processes
and functions to serve the citizens
better. Using digital technologies for
ensuring single-window delivery of
a host of government services goes
a step further because it takes into
consideration the context of citizens
who may not have access to the
Internet. At present, digitization in
governments is mostly seen as a
simple extension of digitization in
various organisational and social
processes throughout the society.
Such autonomous digitization of
work processes without any strategic
vision for government wide reforms
may lead to some systemic changes
with positive outcomes – better
decision-support systems enabling
quicker and more efficient working in
the governments, and some degree
of improved information availability
to the citizen. However, it will fall
well short of the required level of
governance transformation that may
be needed to save our country. Thus,
the government’s record in setting up
e-governance targets and meeting
them are definitely commendable,
however, India still has a long way to
go in taking e-governance to its rural
population. The biggest hurdle in
e-Governance’s rapid expansion is
that there are regions in India where
the Internet has not penetrated. So,
the state and central governments
are looking at mobile and cloud
computing technologies for providing
effective education, healthcare
and other services to the citizens,
especially in the rural areas.
Sarabjit Kaur Hunjan
kaursarabbjit17@gmail.com)

Sneha Gangar
gangarsneha@gmail.com
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Good Governance Ensures Help in ‘Make In India’
- MEDC Research Team

‘

Make in India’, an initiative to
develop India’s manufacturing
prowess. It initiative is aimed
at inviting companies both local
and foreign to invest in India. It
contains proposals designed to
make the country a manufacturing
powerhouse. Ease of doing
business, focus on Public-Private
partnerships,
harnessing
the potential of Democracy,
Demography and Demand are the
focused points of make in India.
Making India the manufacturing
hub will also mean higher exports
from the country and lower imports,
reducing the trade gap.

investments and growth largely
through private sector initiatives
and efforts.
Thus, there is a noticeable
acceleration of manufacturing
growth rate in the second decade of
industrial reforms, albeit this does
not fully reflect the true potential
of this sector. Also, it pales into
insignificance in comparison with
China’s consistently much higher
annual manufacturing growth rate
of well over 16% over a similar time

span. Incidentally, India’s share of
manufacturing in its GDP at 15% is
abysmally lower than the share of
many other rapidly growing Asian
economies like China, Thailand,
Malaysia, and South Korea where
this percentage share is between
24% to 35%. In ease of doing
business India’s rank is 142 where
as China’s rank is 17th, Malaysia’s
18th and Korea’s 5th. (Chart 1)
Equally importantly, China’s share
of world manufacturing exports was

Growth of India’s Manufacturing Sector - Post-Reforms (% annual growth)

Where are we in Manufacturing
Sector?
It will be desirable to take a quick
overview of India’s post-reforms
manufacturing performance. Over
the last two decades of economic
reforms, India has come a long
way in recognizing the importance
of manufacturing sector in the
economy. The erstwhile industrial
policy was deeply entrenched in
license-quota-permit raj through its
extensive and exasperating system
of industrial and import licensing,
monopoly controls, pricing and
distribution controls, high tariffs
structure,
burdensome
and
cascading indirect taxes (excise
and sales tax), and dominance of
public sector enterprises. These
have since then been progressively
reformed and rationalized. As
a consequence, the country’s
industrial landscape has witnessed
significant transformational shifts,
releasing new energy, enterprise,

Note: Manufacturing sector is a dominant component of Index of Industrial Production (IIP). In
the new series (2004-05), its weight has slightly declined, but it still contributes over 75.5% of
the total, while mining accounts for 14.2% and electricity 10.3%.

Source : World Bank Report No. AUS 10373
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1.9% in 1990, while India’s was
around 0.5%.But over the next two
decades, Chinese share of world
manufacturing exports leapfrogged
to almost 10%, while India’s share
improved to just about 1.5 per
cent. Undoubtedly, China followed
a very aggressive export driven
growth strategy (including keeping
its currency heavily undervalued),
entitling it to be looked upon as
“the powerful factory” for global
markets. Doubtless, China also
sought to repress the needs of
domestic
consumption
mostly
through keeping wage rates low,
more flexible labour policies and
poor welfare benefits thereby
ensuring enduring international
competitive advantage. In contrast,
India has followed a policy of
incremental shift towards global
market opportunities. Keeping in
view the likely adverse impact of
the global economic crisis of 2008,
China also assigned extreme
focus on investment on domestic
infrastructure
development
in
the last couple of years. We are
currently having a situation wherein
in every single core industry be it
steel, cement, electricity, coal or
in manufacturing of automobiles,
consumer durables, electronics,
etc. China has built huge capacities
which are in the range of 4 to 6
times those in India, and in a few
cases going up to over nine times.

trillion. These estimates, however,
refer primarily to “hard” infrastructure
like transport, electricity, water and
sanitation, waste management,
telecommunications,
and
irrigation.
Soft”
infrastructure
primarily encompasses aspects of
governance as well as economic
and social infrastructure and is vital
to the delivery of services which
ride on the “hard” infrastructure.
MOST TRANSPORTATION IN INDIA
IS BY TRUCK, BUT “HARD” ROAD
INFRASTRUCTURE IS JUST ONE OF
MANY CONSTRAINTS FOR SHIPPING
GOODS. Road traffic accounts for
about 60 percent of all freight traffic
in India. Yet, the average speed of
a truck on a highway is reported to
be just 20-40 km/hour and trucks
travel on average 250-300 km
per day (compared to 450 km in
Brazil and 800 km in the United
States). Road conditions play a
role in the slow pace of movement
of goods, as does the generally
poor condition of vehicles. Over
one-third of trucks in India are

more than 10 years old; as a rule
of thumb, a vehicle which is less
than six years old can make about
8,000 km per month while a vehicle
which is more than 10 years
old can make only about 2,0004,000 km per month. However, in
India, high logistics costs mainly
depend upon regulatory and policy
implementation challenges and the
market structure and organization
of the trucking sector.
REGULATORY
IMPEDIMENTS
INCREASE TRUCK TRAVEL TIME BY A
QUARTER. Besides road quality,
the next most frequently cited
causes for freight delays are
customs inefficiencies and state
border check-post clearances. A
number of studies in the last few
years have found that for up to 60
percent of journey time, the truck
is not moving. Approximately 1520 percent of the total journey
time is made up of rest and meals;
another around 15 percent at toll
plazas; and the balance, roughly a

Why are we in this particular
state ?
MANUFACTURING
PERFORMANCE
DEPENDS
CRITICALLY
ON
INFRASTRUCTURE,
WHERE
INDIA’S NEEDS ARE MASSIVE.
India’s infrastructure gap (i.e.,
infrastructure
investment
requirements between 2011 and
2020) is estimated at US$1.1-1.7
20
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quarter of the journey time, is spent
at check posts, state borders, city
entrances, and other regulatory
stoppages.
THE REGULATORY DIFFICULTIES IN
CROSSING STATE BORDERS HAVE
AS MUCH OF AN IMPACT ON FREIGHT
PERFORMANCE AS THE QUALITY
OF LONG-DISTANCE ROADS. The
difficulties at checkpoints can
substantially impact freight routes:
for example, exporters from
manufacturing hubs like Tirupur
and Coimbatore in Tamil Nadu
report diverting their shipments
by several hundred kilometers
and not using the high-quality
and nearby Cochin port just to
avoid the Tamil Nadu-Kerala
border crossing. An illustrative
comparison of logistics costs of
three SMEs manufacturing highvalue, low-volume items (alcohol
products, high-end batteries, and
transformers) reveals that the
firm whose suppliers were almost
fully based within the same state
had logistics costs of 4.4 percent
of sales vs. 6 percent for a firm
with one major supplier from outof-state and 9.2 percent for a firm
with multiple suppliers from other
states.
INDIA’S LOGISTICS CHALLENGES
EXTEND BEYOND ROAD TRANSPORT
TO PORT PERFORMANCE AND
INTERMODAL INTEGRATION. Despite
a very creditable record of
achievement in increasing both
volume and performance over the
last twenty years, India’s ports
face many challenges to their
ability to meet future demand
and competition from larger and
more efficient ports in the region.
These include: (i) ability to handle
the largest vessels; (ii) transport
infrastructure linkages to ports;
(iii) private sector participation;

(iv) Port governance structures;
and (v) the legal and regulatory
framework in which ports operate.
In particular, India’s 12 major
and 187 non-major ports operate
within different institutional and
regulatory frameworks, and all
ports have been slow to embrace
modernization of management
structures. Meanwhile, intermodal
transport is a new phenomenon
in India with no underlying policy
framework. For the first time inland
water way authority, railways and
national highways are beginning
to talk about intermodal facilities,
transshipment & handling yards
and inland container depots linked
to various modes. However, there is
no policy framework to guide these
discussions and to engage with
businesses, state governments
and other stakeholders.
TECHNOLOGY AND DEPTH Lack
of depth in technology is one of
the foremost issues affecting the
growth of manufacturing sector
in the country. India’s R&D spend
is 0.9 percent of GDP, whereas
China, UK and Israel spent about
1.2 per cent, 1.7 per cent and 4.3
per cent, respectively. India needs
to increase its R&D expenditure
to improve its depth. The private
sec-tor finances 70 per cent of
the total R&D spending of China,
65 per cent in United States and
75 per cent in Korea and Japan,
while Indian private sector funds
only 25 per cent of the total R&D
spend. As majority of private
sector funding of other countries
is towards industrial R&D, Indian
corporate sector needs to increase
its spending on industrial R&D.
From a SKILL DEVELOPMENT
perspective, there is a significant
gap between the existing training
capacity and people entering the
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workforce. A very small proportion
of total manufacturing workforce
is currently skilled. Moreover,
less than 25 per cent of the
total numbers of graduates are
estimated to be employable in
manufacturing. The total training
capacity in the country is about
4.3 million for all sectors including
manufacturing. The Apprentice
Training Scheme (ATS), which is
supposed to provide a bridge from
education to employment, has very
low penetration and is suffering
from significant administrative
issues. For entrepreneurs and
other employers, the perceived
lack of flexibility of changing the
size and nature of the workforce
can act as a retardant in making
investments that could lead to
greater employment opportunities.
Furthermore, the complexity of
labour laws and the administrative
mechanism of the laws make
it harder to do business in the
country.
Needs of
startup

Manufacturers

to

What do entrepreneurs need to
pursue a great idea? First of all,
they need the ability to give legal
form to the idea— that is, to start
a business—simply, quickly and
inexpensively and with the certainty
of limited liability. They also need
the certainty of a well-designed
insolvency system, in case the
idea fails to work out. In addition,
they will need to hire people to help
realize the idea, will probably need
to obtain financing (both equity and
credit) and, in today’s increasingly
interdependent global economy,
may in many cases need a simple
way to import and export. And they
will need a straightforward way to
pay their taxes.
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Sound business regulations are
fundamental to all this. The right
business regulations enable good
ideas to take root, leading to the
creation of jobs and to better lives.
But where business regulations
make it difficult to start and operate
a business, good ideas may never
see the light of day and important
opportunities may be missed.
Budding entrepreneurs, daunted by
burden-some regulations, may opt
out of doing business altogether
or, if they have the resources, take
their ideas elsewhere.
What need to be done?
IMPLEMENTATION OF THE GST
(GOODS & SERVICE TAX) IS THE
MOST CRUCIAL REFORM THAT COULD
ADDRESS
TODAY’S
LOGISTICS
CHALLENGES. The GST offers a
unique opportunity to rationalize
and re-engineer logistics networks
in India, given the inherent
inefficiencies with taxes based
on the crossing of administrative
boundaries. Under the GST, the
variety of different and cascading
taxes, many of them locally
administered, will be replaced by
a unified taxation system. This will
abolish the need for reconciliation
of taxes when crossing state
borders, eliminate the cascading
effect of the Central Sales Tax
(CST), and ensure that inter-state
and intra-state transactions incur
the same tax liability by allowing
firms to claim full credit on input
purchases. The GST will free up
decisions on warehousing and
distribution from tax considerations
so that operational and logistics
efficiency determines the location
and movement of goods. Freight
and
logistics
networks
will
realign according to the location
of production and consumption
activities. This will create the hub22
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and-spoke models that are needed
to improve freight and logistics
performance.
THE TRANSFORMATIONAL IMPACT OF
THE GST COULD BE ENHANCED BY A
SYSTEMATIC DISMANTLING OF INTERSTATE CHECK-POSTS. This would
necessarily be a complex task given
the multiple stakeholders involved
and the perceived and potentially
real revenue implications for state
governments. The process of
implementation requires not only the
resolution of a number of issues on
fiscal transfers and compensation
between the central government
and the states, but also putting
in place sophisticated systems
to efficiently handle transactions.
To enable resolution of these
complex issues, the purview of the
ongoing consultative process for
the GST roll-out among the states
and between them and the central
government could potentially be
expanded to address other issues
that cause stoppages and delays
for trucks at check-posts, over
and above tax collection and
compliance requirements. Many
of these can be addressed even
in advance of the GST, and could
be the object of continuing reform
even once it is in place. Replicating
the example of Haryana, which has
entirely shifted to a mobile squad
based system of monitoring and
enforcement, could be considered
by other states. Another promising
reform that has already been
undertaken by some states and
may be considered for replication
in others is the introduction of
‘e-road permits’. These allow firms
to print out permits in advance
for their shipments, which allows
for rapid clearing of state border
and other check-posts. Finally,
a roll-out of e-tolling on national

highways and its extension to all
state highways to eliminate waiting
at tolls could further help improve
logistics performance.
IMPROVED
GOVERNANCE
STRUCTURES COULD STRENGTHEN
PORT PERFORMANCE AND ENABLE
INTERMODAL INTEGRATION. For
ports, sectoral governance reforms
could
encourage
competition
between ports and, where volume
and
layout
permit,
between
terminals within ports. This could
help create a level playing field for
major and non-major ports, under
the purview of an independent
Indian Ports regulatory body
to promote and protect fair
competition. Port administration
could be corporatized within a legal
framework and corporate charters
that establish a clear commercial
orientation
while
recognizing
public interest responsibilities. Port
corporations could progressively
move towards the Landlord Model,
adapted to their own circumstances
and port development plans,
but encouraging private sector
investment and participation in
the port’s terminal activities by
lease and/or concession. With
regard to intermodal transport,
a
comprehensive
intermodal
surface transport policy which
creates a platform for efficient
and reliable freight and logistics
services could be the missing link
in linking investments in freight
corridors,
increased
private
sector involvement in ports, and
revitalization of inland waterways.
THE POTENTIAL GAINS OF MORE
EFFICIENT AND RELIABLE SUPPLY
CHAINS ARE ENORMOUS. Simply
halving the delays due to road
blocks, tolls and other stoppages
could cut freight times by some
20-30 percent, and logistics costs
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by even more, as much as 30-40
percent. This would be tantamount
to a gain in competitiveness of
some 3-4 percent of net sales
for key manufacturing sectors,
helping India return to a path of
high growth and enabling largescale job creation.
Financial Year

Real GDP
(at factor
cost)

% Share of
Manufacturing sector

2009-2010

8.6

11.3

2010-2011

8.9

8.9

2011-2012

6.7

7.4

2012-2013

4.5

1.1

2013-2014

4.7

-0.7

2014-2015

5.6

4.0

2015-2016

6.4

4.5

2016-2017

7.0

5.2

Sources : Central Statistics Office, Reserve
Bank of India, and World Bank Staff Estimates.

THE KEY REQUIREMENTS FOR
IMPROVING
TECHNOLOGY
AND
DEPTH are to: (a) Provide an
enabling environment for domestic
enterprises to invest in technology
creation, technology absorption
and achieve higher value addition;
(b) Ensure availability of demand
for products developed and/or
manufactured indigenously; (c)
Provide enabling environment
for foreign enterprises to invest
in manufacturing and research
activities in the country, in the
areas in which the country needs
foreign technology; (d) Mitigate
the risks of MSMEs investing
in technology development and
technology upgradation.
ENHANCING SKILL LEVELS OF
CURRENT WORKFORCE TO IMPROVE
PRODUCTIVITY. Training and skill
building of the existing workforce
is an important element of the
strategy for increasing productivity
of manufacturing in India. Training
of employees can be incentivised
by
allowing
tax
deductions

for
expenditure
incurred
on
training. Currently, skill building
is predominantly achieved by inhouse training of workers by each
enterprise. However, clusters and
NIMZs provide opportunities for
shared infrastructure to provide
training for skilled and semi-skilled
workers.
INDUCING
JOB
CREATION
BY
REDUCING THE COST OF GENERATING
EMPLOYMENT. There are two major
barriers to employment generation:
limited flexibility in managing the
workforce and cost of complying
with labour regulations. Both these
barriers must be removed in order
for jobs to be created at a much
faster rate.
eBIZ MISSION MODE PROJECT. The
eBiz Mission Mode Project, under
the National e-Governance Plan,
aims to create a business and
investor-friendly ecosystem in
India by making all business and
investment
related
regulatory
services across Central, State and
Local governments available on a
single portal, obviating the need
for the investors or the business to
visit multiple offices or a plethora
of websites. It in envisaged that
the services offered on eBiz will
eventually cover the entire life
cycle of a business—right from its
establishment, through its ongoing
operations, to even its possible
closure. Once operational, this
project will also create a platform
for multiple Government agencies
to cross validate their information.
Conclusion
In a developing country like India,
where over one fourth of population
is still below the poverty line and
inequalities in income distribution
are increasing, the top priority would
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be to meet the commodity needs
of the population while moving
towards a global competitive edge.
This is possible by promoting
manufacturing
sectors
in
a
synergic manner, using innovative
approaches that draw upon local
resources: natural, intellectual
and cultural. While the Western
manufacturing industry is driven by
aggressive power and intellectual
property rights for local benefit,
the Indian approach may embrace
the principles of emotional bonding
and prosperity for everyone – a
more responsible and sustainable
approach in the long run. The
common factors in either approach
are passion for manufacturing
excellence and global outlook.
These are characterized by
system quality (zero complaints),
cost competitiveness (zero waste)
and delivery capability (zero delay)
through appropriate technology and
continuous innovation in products
and processes. Achieving these is
more of a mind game; success will
crown only those who overcome
complacency and a fatalist attitude.
Such leaders of manufacturing need
to be identified, trained, deployed
and supported and allowed to
inspire others. The Government,
academia and industry must work
together to create a passion for
manufacturing (Kama), facilitate its
role in economy (Artha), leading to
social development (Dharma) and
eventually to global excellence in
all spheres of life (Moksha).
Rajshree Jain
rajshreejain1992@gmail.com
Preeti Shrivastava
shrivastavapreeti08@gmail.com
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Global Trade and Investment
Trends......
Dr. Prakash Hebalkar

The past month has seen
Cyber crime has been making
headlines frequently. From
break-ins by suspected Chinese
military proxies, to break-ins
at major banks and financial
institutions in the USA, to
stealing of intellectual property
from major innovative firms,
there seems to be one new
report every week, practically.
In the light of this, the following
reported interview by Europe’s
head of cybercrime is like a
glass that is at least half full. On
the one hand, the experts feel
confident of their forensic and
preventative abilities. On the
other hand, the legal system is
falling way behind; either it has
to be extended extra-territorially
like the financial bans on Iran
or one can only indulge in
hand-wringing.
Surprisingly,
the WTO is not very engaged
with this problem!
There are only “around 100”
cybercriminal kingpins behind
global cybercrime, according
to the head of Europol’s
Cybercrime Centre.
Speaking to the BBC’s Tech
Tent radio show, Troels Oerting
said that law enforcers needed
to target the “rather limited
group of good programmers”.
“We roughly know who they are.
If we can take them out of the
24
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equation then the rest will fall
down,” he said.
Although, he added, fighting
cybercrime
remained
an
uphill battle .”This is not a
static number, it will increase
unfortunately,” he said. “We can
still cope but the criminals have
more resources and they do not
have obstacles. They are driven
by greed and profit and they
produce malware at a speed that
we have difficulties catching up
with.”
The
biggest
issue
facing
cybercrime fighters at the
moment was the fact that it was
borderless, he told the BBC.
“Criminals no longer come to
our countries, they commit
their crimes from a distance
and because of this I cannot
use the normal tools to catch
them.

In the same vein, the new field
of Analysis of Big-data is also
frequently in the news. In a
fast globalising world, with
rapid scaling up of clientele
and transactions to tens or
hundreds of millions making
all
relationships
between
vendor and customer rather
impersonal,
third-person
guessing at the characteristics
of
buyer-behaviour
using
Bayesian methods is the
big
technological
solution
called Big Data Analysis.

Acquisitions for billions, like
Facebook’s
acquisition
of
WhatsApp are predicated on
the allegedly tremendous value
of this customer-centric data.
However, these valuations
have invited criticism rightly, as
the eye-balls” valuation in the
bust of the early 2000’s did.
What groceries you buy, what
Facebook posts you “like” and
how you use GPS in your car:
Companies are building their
entire businesses around the
collection and sale of such data.
The problem is that no one really
knows what all that information is
worth. Data isn’t a physical asset
like a factory or cash, and there
aren’t any official guidelines for
assessing its value.
“It’s flummoxing that companies
have better accounting for
their office furniture than their
information assets,” said Douglas
Laney, an analyst at technology
research and consulting firm
Gartner Inc. “You can’t manage
what you don’t measure.”
These intangibles are becoming
an ever more important part
of the global economy. The
value of patents, for example,
has become a major driver of
both mergers and lawsuits for
technology giants. But those
assets don’t appear on company
financial statements. The issue
isn’t confined to the tech industry.
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Supermarket operator Kroger
Co. records what customers buy
at its more than 2,600 stores
and also tracks the purchasing
history of its roughly 55 million
loyalty-card members. It sifts
this data for trends and then,
through a joint venture, sells the
information to the vendors who
stock its shelves with goods
ranging from cereals to sodas.
Corporate holdings of data
and other “intangible assets,”
such as patents, trademarks
and copyrights, could be worth
more than $8 trillion, according
to Leonard Nakamura, an
economist
at
the
Federal
Reserve Bank of Philadelphia.
That’s roughly equivalent to
the gross domestic product
of Germany, France and Italy
combined.
Source:
Wall Street Journal,
Oct.7, 2014

In fact, a very recent report
suggests
that,
arguably,
Facebook may have valued
WhatsApp at 2000 times
annual revenues and it could
take millennia to recover that

1

1

Particularly jarring on Tuesday was new
information about Facebook’s acquisition of WhatsApp, which is now valued
at $21.8 billion. According to a regulatory
filing with the Securities and Exchange
Commission, WhatsApp reported a paltry
$10.2 million in revenue last year ,DealBook’s David Gelles writes. To generate
that revenue, WhatsApp spent heavily across the board. In total, WhatsApp
spent about $149 million last year, resulting in a net loss of $138 million. “At
this rate, it will take a couple millennia
for the company to make back its purchase price,” Mr. Gelles writes. “Using
one common measure by which deals
are assessed, Facebook may have set a
new record of sorts. Based on the data in
the new filing, Mr. Zuckerberg’s company
paid about 2,000 times annual revenue
for WhatsApp.” Source: New York Times.

investment given the miniscule
profitability of the WhatsApp
business.
Finally, that old chestnut Oil
has been again in the news as
prices keep dropping, currently
at something like a fifteen month
low and down some 25% from
recent highs. On the one hand,
OPEC countries have seen
internal dissent as countries like
Venezuela press for contracting
production to bring prices back
up while others like Saudi
Arabia indicate that they would
continue producing and pick up
the slack should another OPEC
member cut back. It is said that
the Saudis are worried about
the long term impact of US shale
oil (and gas) and the spread of
that “dangerous technological
disease” to other countries like
Poland, China and India. Low
oil prices would dissuade many
investors looking at exploring
shale fields, they are hoping.
Goldman Sachs stopped
believing in oil. Another big
Wall Street voice is forecasting
long-term lower crude oil
prices—as low as $75 per
barrel in 2015. Joining Citi as
a bear, Goldman Sachs says
US shale oil will overpower
anything OPEC can do to
contain production. Source:
NYTimes Dealbook

Each
mem¬ber
has
a
different tolerance for lower
prices. Kuwait, the United
Arab Emirates and Saudi
Arabia generally don’t need
prices quite as high as Iran
and Venezuela to keep their
budgets in the black. Saudi
Arabia has cut its Asian
prices, and traders said it was
asking Eu¬ro¬pean buy¬ers
to commit to maximum
shipments,
after
cutting
European prices, too.
On Sunday, Ali al-Omair,
Kuwait’s oil minister, said
there was a nat¬ural floor
to how low prices could
fall— at about $76 to $77 per
barrel—near what he said
was the average production
costs per barrel in Russia
and the U.S. Source: Wall
Street Journal
Whatever the reason, an oil
price of $75 per barrel will be
good news for Messrs Modi
and Jaitley in their attempt
to ramp up India’s growth
rate while controlling the
runaway fiscal deficit and
trade deficit!
profitechconsultants@gmail.
com
The author is President of ProfiTech
Consultants

and

Member

of

the

Economic Digest Committee.

But even modest cooperation
be-tween many mem¬bers
has broken down, and Saudi
Arabia, in particular, has
moved to act on its own.
While it cut out¬put ear¬lier
this summer, other members
didn’t go along. Since then, it
has dropped its prices.
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Importance of Innovation
for MSMEs

Mr. Chandrashekhar Prabhu

L

adies and Gentlemen, let us
begin by asking a question:
what is innovation? A lot of
people confuse the word ‘Innovation’
with ‘Invention’. Invention is when
a new thing is discovered. Is
Innovation discovery? The answer
is ‘no”. Is discovery an invention?
There is a question mark. Is
invention an innovation? Definitely
not; but can innovation lead to an
invention, the answer is “yes”. We
often confuse ourselves with these
subjects, and as a result, we neither
become inventors nor discoverers
nor innovators; and we do the
mundane things and sometimes
become simple mediocre copiers.
Whenever the subject of innovation
is discussed, those discussing it
start off with innovation but tend to
digress and land up with different
subjects. How are the different
subjects relevant, especially if
the focuses is on innovation? It
takes a lot of effort to get to one
specific agenda? If the agenda is
innovation, the question naturally
asked would be - why are we lacking
in innovation? A few of us may like
to blame it to our education system
which goes back to the Macaulay
days, where whatever is taught
to you in school and college is to
be accepted as primary truth and
anything beyond that is beyond
your purview even to think. So
when you cannot think of different

things at the same time, without
focusing on a specific item, can
you be innovative? No! Innovation
comes, only when it is encouraged.
For instance, when at school level,
a student is not just taught to accept
what is dispensed to him as what is
right and what is wrong, but is also
taught to think and question what is
taught to him as right and also what
is made out to him as wrong.
When we do that, we encourage
innovation. When we do not do
that, we discourage innovation.
Unfortunately, most of the time, we
fall into the latter category, where
over the years we have discouraged
innovation. Does dissemination
of information lead to innovation?
Does imparting of more knowledge
lead to more innovation? The
syllabus and the restrictions of the
syllabus, wherein “I shall teach
because it is in the syllabus, and
I shall not teach because it is out
of the syllabus” is what causes
stagnation in the minds of people.
The student, the professor and in
turn, the innovator in the making,
gets killed in the process, because
the syllabus restricts your thought
process. Anything beyond the
syllabus is concerned taboo. So
shall we think outside the syllabus
as well, while giving information
knowledge? So dissemination of
information, lead it to knowledge,
permit it to serious questioning;

becomes an important process to
encourage Innovation.
The second process which very
strongly discourages innovation is
the problem which most of us face,
and that is the problem of Ego; I
and Me and “What I know is the
ultimate, and there is no one in this
world who can teach me something
different from what I think, because
I think what I know, and I know what
I think”, this is something which we
all- the high and the mighty have
succumbed to over the years, and
it has discouraged innovation.
Manufacturing is all about creating
things; when you create things, you
use technology to create them; and
technology has a certain system
which permits you to create things
in a particular manner. Innovation
is not replication; innovation is not
reproduction. You can reproduce,
and be innovative in reproduction.
You can replicate and be innovative
in your process of replication.
But if you confuse replication and
reproduction to innovation, there is
a problem. Innovation is that which
you add to what you are doing and
make things better. It is a quality
that you add; it is the value that you
add to what you produce. Making
your produce better than what you
would have produced otherwise, is
what can be called Innovation.
It

is

when

you

start

thinking

contd. on Page No. 31
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Technology, Innovation &

Mrs. Aditi Kare Panandikar
ood Morning everybody!
Indoco Remedies is a
pharmaceutical company,
the 28th largest company in the
Indian Pharma Industry today.
Indoco’s sales turnover last year was
about Rs. 740 crores. I am the 3rd
generation entrepreneur. I have been
listening to a wealth of information
since morning on MSMEs and the
opportunities. I will talk about our
journey from a small company to a
sort of largish company or mid-sized
company in pharma today. Let’s
talk about how to get from a Small
to Medium-sized Company and look
at entrepreneurial opportunities for
Small scale in pharma.

G

Surprisingly, for us in pharma, all
the three, Technology, Innovation
and Global opportunities are very
much linked. Because its only
the technological capabilities that
has given us an innovative edge
and therefore opened out global
opportunities to us. A little bit of
the history of the Indian pharma
industry is important. Innovation
is not purely R & D, but innovation
could be in business practices to
suit the business environment. That
is essentially what you see over
the history of the Indian Pharma
Industry.
We have typically 3 phases in the life
cycle of the Indian Pharma Industry.
I know there may not be too many
of pharma people here today or
people from our sector. But simply to

Global Opportunities in
Pharmaceutical Sector

bring things into perspective, during
the period between Independence
to 1970, we had ‘Product Patent’
in India, meaning you could not
introduce new products in the
Indian market; and naturally you
had the MNCs which were doing
extremely well because they could
bring their innovative products into
the Indian market. We had very few
Indian players to compete with them
because they could not introduce
the product; and as a consequence,
the products available in the Indian
market were very expensive.
About this time, there was a delegation
from US of Senators who visited
India and met Mrs. Indira Gandhi.
They suggested to her that probably
in the Development Cycle of India,
it would be wise to look at this thing
and work at making products more
affordable to the Indian population.
So the period between 1970 and
1995 is actually the Golden Period
for the Indian Pharma industry, as
this was the time when the ‘Process
Patent’ was put into force and the
Product Patent was removed. That
opened up a plethora of opportunity
for Indian Pharma Industry to
Reverse Engineering; as you must
have heard the word, we were now
able to bring in this period, the new
chemicals, new drugs and new
products in the Indian market made
far more efficiently.
It was not ‘Copy’, because if we had
copied, we could not have provided it

at the kind of cost we were providing
it. It was a lot of innovation and, in
a manner, these 25 years were the
years in which the foundations of the
Indian Pharma Industry were built;
which eventually gave us all the
Innovative Competitive Advantages
that we needed to tackle the global
pharma market, when we had to fall
in line with the rest of the world.
So, the period post 1995, after signing
on Duncan GATT, and the TRIPS
agreement, when we had to become
part of the globe economically and
bring down the barriers, once again
the Product Patent was brought in
and we were given a grace period till
2005. Consequently, the products
which were applied for patent pre 1st January 1995 were not affected,
but the world opened up to us and
this world opening out to us is a
really big story, which I will tell you.
Today, the Indian Pharma industry
is a US$ 28 billion industry;
the consumption in India of the
pharmaceutical products is to the
tune of about US$ 13 billion, the
exports to the globe are about US$
15 billion. So value-wise we export
more than we consume in India and
that is naturally going to be the way
forward, I will tell you a little bit later
as to why.
Mckinsey has projected that by 2020,
we should be a $ 55 billion industry
and in the worst case, $ 35 billion.
There are many environmental
factors; you must be reading in the
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media about Price Control Orders
and the Statutory Regulations, what
is happening with the Forex rates and
the quality issues with a lot of Indian
manufactures and ObamaCare. So
in a manner by volumes we will still
be doing better, but the value may
not come.
Coming to the global market, as
the theme for today was ‘Global
Opportunity’ and I want you to relate
to the fact that all those years of
Reverse Engineering actually gave
us a lot of edge in going after the
global market. So if you remember
clearly, I had said that the Indian
market was to the tune of $ 13 billon
and when the world market is $ 900
billion, you can very well imagine
why every Indian pharmaceutical
player started looking out. It simply
made sense. It was okay to have
Product Patents in, if it meant you
would be able to go after the global
opportunity which was no doubt very
large.
So typically across the world, we
have 3 kinds of markets. You have
the ‘Regulated Markets’, which were
earlier called Regulated Markets
because of the statutory regulations,
whether it is with the USFDA or UKMHRA and the other authorities are
extremely stringent and have a lot of
requirement of data submission. So
you need to change the benchmark
of the entire business if you have
to go after this opportunity. You
then have the ‘Pharmerging’ or the
‘Emerging Pharma Markets’, which
are typically India, China, Brazil
and Russia called as ‘Emerging
Markets’. It is quite funny that about
15 -20 years ago, they were called
‘Non-Regulated Markets’; a decade
ago you started calling them ‘SemiRegulated Markets’; and frankly
today there is no real difference
between the kind of regulation
28
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required in these markets and the
others. So now you call them ‘Rest
of the World’. So the Pharma world
is divided today into ‘Regulated’
and the ‘Rest of the World’ markets.
India is part of the ‘Rest of the World’
Market.
When you look at the $ 900 billion
opportunity, the first thing that hits
you is that, US and Europe together
are almost 65 to 70%, India as you
saw is little over 1%, about 1.5%, and
then you have the other markets; so
the global opportunity definitely is a
very big opportunity for whoever is
in Pharma, big or small. You might
be wondering, I am talking of billions
of dollars and what am I doing here
in a MSME Conference? Maybe,
when I come to how the Indian
industries innovated to deal with this
opportunity, we will see what kind
of opportunity is there for small and
medium scale here.
Essentially, our 25 years of rocksolid foundation actually prepared
the Indian industry to be what it
is meant to be, ‘Manufactures
of the World’. So you can only
imagine what kind of opportunities
await the Indian Pharma going
ahead. The strategy also by the
Indian companies has been very
aggressive. You might want to know
that about 65% of all products used
in UK are manufactured in India and
about 40% of all generics used in
US are manufactured in India. A lot
of people have been concerned with
the kind of media coverage we have
of quality-related issues in some of
the manufacturing facilities supplying
to the U.S. My argument has been
simple, that if you are supplying to
the tune of 40% of the market, you
will get 40% of the Bricks as well.
So its typically just that and nothing
more.
The terrain as I said has been

difficult, but this simply shows that
if the Indian companies are being
inspected more of recent, it is just
in tune with any other geography
of the world. Typically if you look at
the Indian pharma space, you used
to have ‘End-to-End’ integrated
companies existing in the past;
so you had companies which did
their own research, then their own
manufacturing, their own distribution
and their own marketing. It is true
even today that probably the top
100 companies in India do that; they
are totally vertically integrated. But
newer models are coming into being.
As the industry is getting more and
more sophisticated and specialized,
as the global opportunities are
opening up, you have many other
models happening. One of the
first things that happen when you
go after the global opportunity is
that you have totally increased the
benchmark you have internally of
regulatory standards, quality and
documentation & that gives rise to
a plethora of small opportunities for
service providers, which is what I
wanted to come to.
Model I was ‘Integrated Operations’
and Model II was ‘Manufacturing
and Marketing’. And then the world
in India got divided into two kinds of
models within Indian pharma, you
either ‘Manufacture’ or ‘Market’ it,
largely for India. That is also a good
model; but off late what you see is
Model III which is pure ‘Contract
Research’ i.e. licensing of R&D
pipeline. There are companies,
virtual companies, small companies
in the world; may not be small in
terms of revenue because of the
valuable work they do. But when
I say small, I am talking about 5
individuals based somewhere, in a
virtual company, which license out
to the large pharmas. For me this
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comes into the category of ‘New
Entrepreneurial Ventures’.
And then you have this big-big
opportunity of outsourcing which
creates ‘Contract Manufacturers,
which is also another area which
Small & Medium Enterprises could
look at. Ironically, there is Model V
which is ‘Contract or Co-Marketing
Alliances’. So again, you have very
small companies in the beginning of
the pipeline which license out to you
Product Development Capabilities;
and you have very small companies
at the end of the pipeline, probably
somewhere in US. Who will take a
product to that market, if I was an
Indian company and I am this big
conglomerate in the middle of it? So
there are wonderful opportunities

for the Small and Medium
entrepreneurs, in a manner in which
the global pharma opportunity is
going to hit India.
A lot was discussed about
manufacturing sector from morning.
But quite frankly, there are tonnes of
things to do in the Services phase
for pharma, if you are looking at it.
From providing regulatory support
to multinationals, Indian companies
can do documentation for them to
outsourcing small research. We
started doing that; we started as a
very small company when I joined
Indoco twenty-two years ago. We
had a turnover of only about Rs.
35 crores. So we were pretty small
then. We have always believed that
your overheads are much controlled

when you are smaller, which definitely
gives you a competitive advantage.
Today you see us outsourcing a lot
of our activities to the small players
and that creates a lot of models for
small players to come in pharma.
My Company’s theme is ‘Constantly
Evolving and Consistently Excelling’
and we have done that. Our entire
International Business which is
now about 40% of our Top-line,
was created in the last ten years,
simply because we decided to keep
evolving and excelling in whatever
we do. So for me, typically it has
been Technology giving Innovation
and that opening the Global
Opportunity.
Thank you very much.

contd. from Page No. 28

differently, that you start being
innovative. Innovation does not
come out of lectures and teaching,
and attending courses and classes;
Innovation comes when you start
telling yourself that you need to be
better; and if you need to be better,
you need to think differently. And
if you need to think differently, you
need to equip yourself strongly with
things which come into the wide
framework of knowledge, whether
that falls within the preview of your
syllabus or not. It is when you go
beyond the clichéd terminologies of
syllabus, courses and think beyond
them, that you become innovative.
Now let us come to manufacturing
and how we compete globally and
why do we fail to compete globally?
It is not just the reduction of cost
that can happen due to innovation;
it is not just the way in which you
produce things and bring it to certain
levels of perfection, like getting ISO
standards and other things, which
aid innovation; it is when you add

value to your product making it
slightly differently, and add that
value which gives the product the
vital cutting edge, that you go further
and innovation becomes possible.
And innovation is not just what
you do, not alone what you think,
Innovation is indeed your way
of life. When you get up in the
morning and brush your teeth, you
could be innovative about brushing
your teeth; when you have a bath,
you could be innovative about
having your bath; when you wear
different kinds of clothes, you
could be innovative about choosing
your colors and clothes; when you
move, the way you travel, you could
be innovative about your travel; the
way in which you present yourself,
you could be innovative. So every
single part of your life can be
innovative, if you convert yourself
from someone who thinks in a
mundane fashion to someone who
thinks in an innovative fashion.
Unless you become innovative,
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you do not become competitive;
and unless you are competitive,
you would not stand in the global
market.
So welcome to Innovation, welcome
to Global Competitiveness, and
welcome to Manufacturing to
international standards and beyond.
If we have to stand in the world with
our heads held high and our brand
which has the tag ‘Made in India’ to
compete with international brands
and say that “Yes, I am proud that
this is ‘Made in India’ brand and
tag”, we have to be innovative; and
innovation does not happen with
stagnation of thought; innovation
always happens when you permit
your creative instinct to go beyond,
far and wide, and try and explore
those unexplored things to make
yourself better and better. Let not
Good be the enemy of Better, and
Better be the enemy of Best. Let
us be innovative and let us be the
Best. Thank you.
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News in MEDC

53rd Annual General Meeting , 6th October 2014, Mumbai

Cdr. Dipak Naik
President

Cdr. Anil Save
Vice President

In the 53rd Annual General
Meeting of the Maharashtra
Economic Development Council
held on 6th October 2014, Cdr.
Dipak Naik has been re-elected
as President of the Council and
Cdr. Anil Save and Mrs. Meenal
Mohadikar, have been re-elected
as Vice-Presidents of the Council
for the year 2014-15.
Cdr. Dipak Naik MD & CEO of
NERIL: After taking voluntary
retirement as a Commander in
the Indian Navy, promoted D.D.
& Associates (Environmental
Consultants) in 1995 now
Naik Environment Research
Institute Ltd. (NERIL). He is the
Member of Pune Metropolitan
Region Development Authority
(PMRDA), and also in Lambda
Alfa International (LAI) which
is an international society for
urban development and land
economics.
He has performed his role as
an Environmental Consultant to
various National as well as State
Govt. bodies like NHPC, MKVDC,
TIDC, NWDA, Govt. of Himachal
Predesh etc. He represented
Pune Municipal Corporation
for ‘Restoration of Pune Rivers
Project’ at Singapore in a Seminar
30
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Mrs. Meenal Mohadikar
Vice President

organized by Asian Development
Bank. His DD Naik Hi-Tech
Farms Pvt. Ltd. is engaged in
horticulture and floriculture with
poly-house farming.
Cdr. Naik was Regional Director
from 2002 to 2009, VicePresident from 2009 to 2012 and
President from 2012 to 2014 in
MEDC.
Cdr. Anil Save,
MD, Atra
Pharmaceuticals Ltd.: An Ex
Defence Officer who held very
senior positions during his
tenure of years with Indian navy,
is the main architect of ‘ATRA’
growth history. He has imbibed
culture of discipline, dedication
and commitment in ATRA family
which consists of over 700
employees across India. He
strongly believes that the key
to sustainable growth is vision,
innovation,
uncompromised
quality systems, result based
leadership,
motivation
and
continuous training. He is past
President and active member
of Chamber of Industries and
Agriculture (CMIA). He was the
Regional Director of Maharashtra
Economic Development Council
(MEDC) for the Marathwada
Region. He is the National Human

Rights Commission Nominee for
Jail inmates. He is connected to
many educational institutes. He
has organized several National
and International seminars /
conferences to propagate latest
technologies. He also leads
Atra’s other sister concerns.
Mrs. Meenal M Mohadikar,
CEO Anand Trade Development
Services : Mrs. Mohadikar heads
Anand
Trade
Development
Services to co-ordinate Trade
Exhibitions, Consumers Shoppee
and Festival Shoppee, which
have become so popular that
she earned name and reputation
at various cenres in Maharashtra
and Goa. She also successfully
organized
‘Indian
Products
Exhibition’ in Sharjah, UAE. She
was the first women President
in Maharashtra Chamber’s 80
years history.
In recognition of her pioneers
contributions she was honoured
with various awards including the
prestigious ‘Vyapar Shrimati’ &
‘Woman of the year 2000 Award’
of Royal College of London, and
‘FIE Foundation National Award
2000’ for Entrepreneur Guidance.
‘Hirakani Puraskar from Sahyadri
Doordarshan,
and
‘Jagatik
Marathi Chamber’s Award of
2011. She is the member of the
SME Committee set by Dept of
SME, Govt. of Maharashtra. She
was the MEDC Regional Director
– MMR Region from 2011 to
2013 and Vice-President for last
2 years…
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