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The economic Affairs secretary Shaktikanta Das was recently quoted to have said that the 
economy that grew at 7.6% in FY 2016, is expected to grow at the rate of  8% in FY 
2917, owing to the good monsoon. At the same time the RBI governor Mr. Raghuram 

Rajan highlighted the risk of  inflation and said that the Indian economy is still growing below its 
potential. In the foreword to RBI’s annual report he also wrote that the willingness of  the banks to 
cut lending rates is muted. Never the less these is room for optimism, the RBI chief  has also said 
that,”A virtuous cycle of  growth is possible reinforced by anticipation of  the coming benefits from 
reforms like the recently passed GST legislation in the parliament”. We are reproducing an article by 
Dr. Surjeet Bhalla on,’Evaluating Dr.Rajan’ in this issue. This month Urjit patel is to take over the 
reins from Dr. Rajan. As the economic times noted “If  Patel’s own research is any guide, it’s safe to 
assume that sometime after his elevation to the Reserve Bank of  India governor……the Oxford-
Yale educated economist will make an attempt to take his predecessor’s war against the nation’s 
state-dominated , bad loan-plagued banking system to its logical conclusion”. 

The GST is finally a reality. By the time this issue goes to press, Odisha became the 16tth state to 
ratify the constitutional amendment, thus paving the way for the introduction of  the landmark tax 
reform. GST, its effect on businesses, accounting practices and opinions of  economists on this 
much awaited reform is therefore our natural choice for cover story of  this issue. I am sure that our 
readers will find these articles informative as well as interesting.

There is lot of  news on many fronts. The forthcoming events such as Oman Plast Exhibition in 
Oman and the MEDC Services. You will also find the opportunities in Canada and in Fujairah 
(UAE) in this months Economic Digest…..  Do read on…..

From the President’s Desk

Cdr. Dipak Naik 
President
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Canada - India Relationship

Special Feature

Canada has long and significant 
ties to the state of  Maharashtra, 

but there are wonderful opportunities 
to be even more engaged. To 
understand Canada and its role in 
India, and Maharashtra in particular, 
it is helpful to begin with Canada’s 
domestic situation – including the 
present government which was 
elected in October 2015 and its 
priorities or areas of  focus. Prime 
Minister Justin Trudeau and his team 
have taken a new perspective on how 
Canada should present itself  and 
engage in the world.

Secondly, having a broad overview 
of  the strong and growing Canada-
India bilateral relationship will help 
elucidate the current state of  play 
and the base from which relations 
can grow. 

Finally, taking a look at the way 
forward, including areas of  focus 
and opportunities with respect to 
the Canada-India connection, will 
help to solidify the need to focus on 
this important relationship.

Canada’s Government

October 2015 saw the election of  
Canada’s most diverse parliament 
ever. Women won 28% of  seats in 

theHouse of  
Commons and 
comprise half  
of  PM Trudeau’s 
Cabinet (i.e. 
15 out of  30 
m i n i s t e r i a l 
appointments). 
Ten MPs of  
a b o r i g i n a l 
origin were also elected and many 
different faiths and communities are 
represented in Parliament. 

Representation of  Indo-Canadians 
in government is also substantial 
and at an all-time high with 19 
Indo-Canadian MPs being elected. 
Seventeen of  these are in the 
governing party caucus and 4 are 
Cabinet Ministers.

In addition to the government’s 
commitment to make the Cabinet 
more reflective of  all Canadians, 
it is also firmly committed to an 
open and transparent government. 
For the first time ever, the Prime 
Minister has opted to make public 
the mandate letters that he has given 
to his Cabinet Ministers. These 
mandate letters are available to all via 
the PM’s website. 

Looking at several of  those mandate 
letters, one can see that India is 
featured prominently and continues 
to be a priority relationship for 
Canada.

Canada-India Relations

Canada and India enjoy a longstanding 
and diverse relationship rooted 
in shared values of  democracy, 
peaceful pluralism, tolerance, human 
rights and the rule of  law, and based 
on expanding economic engagement 
and people-to-people ties. 

Prime Minister Modi’s visit to 
Canada in 2015 was the first 
standalone visit of  an Indian PM to 
Canada in 42 years and resulted in 
elevating our bilateral relations to a 
strategic partnership, one of  only a 
handful that either Canada or India 
have around the world. 

Canada’s commercial relations with 

- Trade Commissioner 
Consulate General of  Canada
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India are growing at a strong pace, 
and Canada’s government continues 
to see India as a priority market. 

The two Prime Ministers have met 
formally on two occasions in the past 
year and again on the margins of  the 
G20 Leaders meeting.As PM Modi 
said to PM Trudeau at the Nuclear 
Security Summit in Washington in 
April, Canada and India “are made 
for each other”. 

To illustrate the strong state of  the 
relationship, let’s take a look at some 
examples of  what’s happening:

Over the past year alone, from 2014 
to 2015, two-way trade grew by 
nearly 30% to reach CAD 8.2 billion 
in 2015 or more than 42000 crores, 
as compared to CAD 6.4 billion 
in 2014.This is remarkable in the 
context of  ongoing global economic 
uncertainty around the world.

There are over 700 Canadian 
companies doing business in or with 
India, and 387 Canadian companies 
have a physical presence here, many 
of  them in Maharashtra. Canadian 
companies like Bombardier, Magna, 
McCain, Linamar have been 
“Making in India” for many years. A 
year earlier, there were 350 Canadian 
companies here, illustrating the 
growth trend. On the other side of  
the coin nearly 100 Indian companies 
are invested in Canada.

Two-way foreign direct investment 
between Canada and India was 
approaching CAD5 billion in 
2015, and was skewed in favour of  

investments from India into Canada 
accounting for CAD3.9 billion.

This has changed dramatically in the 
last year alone. When one factors 
in financial investments from large 
institutional investors such as 
pension funds and large institutional 
investors, Canadian investment into 
India has grown multi-fold. 

Just like India, Canada welcomes 
foreign investment and offers several 
competitive advantages including its 
economic strength – stable financial 
system, low operating costs, the 
lowest corporate tax environment 
in the G7, a highly educated and 
competitive workforce, R&D 
incentives, and access to the NAFTA 
market of  nearly 500 million people.

The High Commission in Delhi is 
now Canada’s largest diplomatic 
mission in the world, and Canada’s 
network in India is made up of  8 
Consulates/trade offices throughout 
India – including a Consulate 
General in Mumbai.

All the elements are in place to take 
the Maharashtra-Canada relationship 
to even greater heights.

Future Engagement 
Opportunities

Progressive and Inclusive Trade

The Government of  Canada has 
committed to developing what 
the Minister of  International 
Trade, Chrystia Freeland, calls 
“a progressive trade agenda”, 
an inclusive trade policy which 
addresses some of  the legitimate 

concerns that people have about 
globalization and whichdeclares 
that countries can trade, can have 
an open society, can have borders 
in a way which supports all levels of  
society.

The concern that many people have 
about trade today is that it is being 
done to serve the interests of  big 
multinational corporations and that 
everybody else gets left behind – that 
is the worry, the fear. It manifests 
itself  in all kinds of  different yet 
specific complaints, but which can 
be summed up by the concern that 
like the other big forces of  the past 
30 years, such as globalization and 
the technology revolution overall, 
greater trade is going to help the 
elite, the establishment, but it is not 
going to help the least advantaged in 
society.

Minister Freeland has indicated that, 
to counteract this concern, when 
Canada crafts trade agreements 
they will be agreements that 
genuinely serve society as a whole, 
agreements that have a real focus 
on, and offer real opportunities to, 
small and medium-sized businesses 
to engage in the global economy 
right away. Canada will also build 
into trade agreements real effective 
labour protections, environmental 
standards, and ensure that these 
measures are as much a part of  the 
trade agreement as protections for 
investors. 

Multilateralism

Canada’s Minister of  Foreign Affairs, 

Special Feature
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Stephane Dion, is reenergizing 
Canadian diplomacy and leadership 
on key international issues and 
in multilateral institutions. This 
commitment speaks to Canada’s 
engagement on a number of  
challenges facing the world today 
that no nation can address in 
isolation. 

The United Nations remains a 
principal forum for pursuing 
Canada’s international objectives 
– including the promotion of  
democracy, inclusive governance, 
human rights, development, and 
international peace and security.
Canada is working to increase 
support for United Nations peace 
operations, conflict-prevention, 
and post-conflict reconstruction 
efforts. Canada has also announced 
its candidacy for a non-permanent 
seat on the United Nations Security 
Council for the 2021-22 term. 

Climate change and clean energy

One of  the more pressing global 
challenges is climate change, affecting 
our earth, health, economy, and our 
very way of  life.In December 2015, 
Canada was proud to play a strong 
and positive role in Paris to help 
reach an historic, ambitious, and 
balanced agreement to fight climate 
change.

Together with India and other 
international partners, Canada 
agreed to strengthen the global 
response to limit global average 
temperature rise to well below 2 
degrees Celsius, as well as pursue 

efforts to limit the increase to 1.5 
degrees. In November 2015, PM 
Trudeau announced that Canada 
will contribute an historic CAD 2.65 
billion over the next five years to help 
developing countries tackle climate 
change. Canada’s government is 
committed to ratifying the Paris 
Agreement before the end of  2016 
and hopes that India can join in 
achieving that objective.

The Government of  Canada is 
working to stimulate innovation, 
green growth and resource efficiency, 
and planning significant new 
investments in green infrastructure 
and clean technologies. 

Canada has also been pursuing 
enhanced commercial cooperation 
between companies in the nuclear 
energy sector. A great example 
of  India and Canada’s ability to 
work with other nations to achieve 
global CO2 reduction targets is the 
recent agreement between India’s 
Department of  Atomic Energy 
and Cameco of  Canada to supply 
uranium to India over a period of  5 
years to support India’s clean energy 
needs.The first shipment of  uranium 
from Canada under this agreement 
arrived in December 2015.

In addition, the Atomic Energy 
Regulation Board of  India and 
the Canadian Nuclear Safety 
Commission have finalized an 
arrangement for regulatory 
cooperation in the field of  nuclear 
and radiation safety regulation, 
which will allow further cooperation.

Gender equality

The protection and advancement 
of  women’s human rights in 
multilateral fora has been a long-
standing feature of  Canada’s foreign 
policy and addressing women’s 
economic empowerment has been 
a central feature of  its development 
assistance.Canada and Zambia led 
the first-ever resolution targeting 
child,early, and forced marriage at 
the UN General Assembly in 2014.

Canada also worked to ensure that 
the problem of  child, early, and 
forced marriage was included in the 
post-2015 development agenda and 
led the campaign for declaration of  
October 11th as “International Day 
of  the Girl Child”.

Through all of  these actions, 
the Government of  Canada is 
reaffirming its commitment to 
multilateralism and looks forward 
to working with India and the 
international community to address 
these global challenges.

There are also considerable 
opportunities for collaboration 
on a range of  social development 
issues. Canada and India share a 
commitment to advancing human 
rights, promoting gender equality, 
and women’s empowerment.Canada 
and India also share values such as 
pluralism and diversity, and there are 
several ways we can work together 
to foster dialogue and keep a 
healthy balance between maintaining 
identities and building cohesive 
societies.  

Special Feature
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Defense and Security Cooperation

With respect to security, Canada and 
India share a common interest in 
fighting terrorism. The signing of  
the Statement of  Intent on Defense 
research cooperation in January 2015 
allows both countries to explore 
potential collaborative initiatives 
in the field of  defense and security 
science and technology. There is 
particular potential for defence 
cooperation in fields such as cold 
climate warfare, peacekeeping, and 
participation in respective Defence 
Staff  College training.

Leveraging Diversity

Canada is a country of  immigration 
and we work to ensure newcomers 
have the tools they need to 
successfully integrate and fully 
contribute to their communities and 
Canadian society. Maharashtra too is 
a state of  great diversity within India, 
home to one of  the most thriving 
cities in Asia. 

Canada’s diversity is one of  its great 
strengths, and one of  the ways in 
which Canada serves as an inspiration 
to so many people around the world 
who wish to immigrate and make 
better lives for themselves and their 
families.

Over 100,000 students from India 
are currently studying in Canada. 
And so far this year alone we have 
seen a 70% increase in study permit 
applications from India, reflecting 
the attractiveness of  Canada as a 
study destination for young Indians.

Apart from those who choose 
to migrate for educational or 
employment purposes, in recent 
years, the world has witnessed the 
greatest number of  people fleeing 
persecution since the Second World 
War.

Since the UN’s first call to 
resettlement countries in June 2013, 
Canada has welcomed more than 
29,300 Syrian refugees. 

Canada’s plan this year calls for 
the resettlement of  up to 44,800 
refugees, the majority of  them being 
Syrian. This level triples the number 
of  refugees Canada has resettled in 
recent years.

Bilateral trade and economic 
prosperity

While India-Canada two-way trade is 
at an all-time high – having reached 
CAD 8.2 billion in 2015 – there is 
undoubtedly room for more.

There remain significant 
opportunities for enhanced 
cooperation in sectors such as food 
and agri-food; energy and clean 
technology; education and skills 
development; infrastructure; and 
aerospace, to name a few. 

Clean technology

Clean and renewable energy has 
been mentioned as a priority for 
both countries. India can continue 
to benefit from Canadian expertise 
in these key areas: hydro power 
development, solar power plants, 
and other advanced technologies like 
fuel cells, biomass energy, and event 

tidal. 

Investments by Canadian companies 
are resulting in billions of  
dollars committed to new energy 
infrastructure in India, and represent 
important partnerships between 
Canada and India in the field of  solar 
energy and other clean technologies.

Agri-food, agriculture and food 
security

In the area of  food security and 
agriculture, Canada plays an 
important and leading role in India.
As the largest supplier of  imported 
pulses and an exporter of  over one 
million tonnes of  potash annually 
to India in recent years, Canada is a 
trusted partner that is helping India 
meet its food security objectives.

India can use Canadian know-how 
and expertise to increase agriculture 
and agri-food production and reduce 
spoilage, particularly in the area of  
logistics, food storage, and cold 
chain distribution.

Education

In the education sector, Indian 
students are increasingly seeing 
Canada as a destination for a high 
quality education at an affordable 
cost, in a safe, welcoming, 
multicultural environment. India 
is Canada’s second largest source 
country for full-time international 
students after China.

Canada has some of  the world’s 
best universities, colleges, 
and research institutes. With 
significant investments in research 

Special Feature
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infrastructure, Canada has also 
become a global centre of  innovation, 
research, and development.

Education and skills development 
are key areas of  priority for bilateral 
engagement and India and Canada 
have agreed to focus on greater 
student, faculty, and people-to-
people exchanges.

India is a priority market under 
Canada’s International Education 
Strategy and this year there has 
been a phenomenal increase in the 
number of  Indian students heading 
off  this fall to study in Canada.

A further concrete measure of  
engagement are the 15 MOUs  signed 
since April 2015 between India’s 
National Skill Development Council 
and Canadian colleges and institutes 
to formalize skills collaboration 
in various sectors. Canada is keen 
to help PM Modi’s skilling India 
initiative. Our colleges and training 
institutes are actively bringing skill 
development programs to India. 
From water management to air 
crew training, from hotel services to 
skilled labourers, Canadian educators 
are finding ways to assist India in its 
massive training requirements.

April 2015 also saw the launch of  
the first co-funded student exchange 
programme between India and 
Canada through the Ministry of  
Human Resource Development and 
Canada’s Mitacs Globalink Program.

Investment and Market Access

On the investment side, there is also 

untapped potential, for investors 
on both sides. The increasing two 
way investment has already been 
mentioned but there is more work to 
be done.

Investors look for predictability and 
a Foreign Investment Protection and 
Promotion Agreement – FIPA (or 
BIPA as it iscalled in India) would 
certainly help bolster investment ties.

That is why Canada is currently 
considering the way forward for 
a progressive international trade 
agenda, including negotiations 
with India on a FIPA and on 
a Comprehensive Economic 
Partnership Agreement (CEPA).
Canada remains keen on concluding 
the CEPA, a free trade agreement, in 
order to help unleash the billions of  
dollars of  economic benefit and job 
creation for both countries that be 
realized through trade liberalization 
while ensuring that the results 
benefit all levels of  society, including 
the least advantaged.

People-to-People Ties

People-to-people ties play a central 
and dynamic role in the Canada-
India partnership.This is facilitated 
by the growing community of  more 
than 1.3 million Canadians of  Indian 
origin, the largest Indian diaspora 
community in the world on a per 
capita basis, and their important 
contributions to society in both 
Canada and in India. 

Growing commercial and people-to-
people links are boosted through Air 

Canada’s resumption of  non-stop 
flights between Toronto and New 
Delhi, and the recent announcement 
of  a new direct route opening 
between Vancouver and New Delhi 
beginning in October. 

Canada’s government is also keen to 
reinvigorate cultural relations with 
India and is looking at different ways 
of  doing so.

Finally, in recognition of  the 
importance of  bilateral parliamentary 
exchanges and the Canada-India 
relationship, we can look forward 
to continued high-level visits by 
parliamentary delegations in the 
coming months and years to grow 
links between Canada and India.

Against this backdrop of  positive 
and growing ties, Canada-
Maharashtra relations have yet to 
fully reach their potential, and our 
people, businesses, investors, and 
media have fertile grounds to plant 
the seeds, and see an expansion of  
the relationship and friendship.

The Maharashtra-Canada 
relationship is strong, robust, and 
continues to flourish to even greater 
heights. There has been much 
success in the past year in terms of  
expanded trade, investment, people 
to people linkages, and political 
relations, and we want to share the 
story of  this success as it grows even 
further.

Special Feature
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Doing Business with Canada

Canada and India have a long 
standing bilateral relationship 
built on principles of  democracy, 
interpersonal connections, and 
pluralism. This connection is 
strengthened with growing Indian 
diasporas in Canada and by renewed 
government efforts by to diversity 
the partnership arrangements 
between the two countries. During 
Prime Minister Narenda Modi’s 
official visit to Canada in 2015, 
the two Prime Minister’s agreed to 
elevate their bilateral relations to a 
strategic partnership. Both Prime 
Minister’s emphasized the historic 
significance of  this visit in advancing 
bilateral ties to a new marked level 
with: “New Vigour: New Steps”. 
During the visit, sixteen commercial 
agreements and announcements 
were established by Canadian and 
Indian companies and organizations. 
This was coupled with a commitment 
to increase annual bilateral trade 
and finalize Canada-India’s free-
trade agreements under current 
negotiation and restructuring.

The Canada-India relationship has 
been growing steadily over the last 
decade. Canada and India have 
signed several bilateral agreements 
in diversified areas including; 
audio-visual co-production, nuclear 
energy, social security, science and 
technology and air transport.

Canada’s newly elected Prime 
Minister Justin Trudeau emphasized 
that Canada’s position remains 
strong in maintaining and enhancing 
the relationship Canada currently 
has with India. With India 
committing to a five-year uranium 
deal amounting to $350 million with 
Cameco (Saskatewan based energy 
company), it became evident that 
this renewed energy relationship has 
the potential of  changing the face of  
Canada-India Relations. This new 
deal is projected to gain significant 
momentum for an early visit to India 
by Canadian PM Justin Trudeau. 
While Mr. Trudeau has already been 
active in building his international 
profile, this would act as a statement 
for the New Liberal Party to further 

enhance its’ engagement to new 
levels. India’s External Affairs 
Minister Sushma Swaraj and her 
Canadian counterpart Stéphane 
Dion will resume the Strategic 
Dialogue between the two countries, 
which was interrupted earlier this 
year by the Canadian parliamentary 
election.

CANADA’S CURRENT 
INTERES TS IN INDIA

Trade

Bilateral trade in merchandise 
between Canada and India reached 
approximately $6.3 billion in 2014 
and grew approximately 10 percent 
from 2013 to 2014 doubling in 
the past decade. Bilateral trade in 
services reached approximately $1.5 
billion in 2013 (mainly in form of  
engineering and financial services). 
Two way trades are also important, 
worth approximately $4.4 billion in 
2014.

Merchandise imports and exports 
between “Canada” and  “India”, 
by Harmonized System section, 
customs basis,   2015summary 

MEDC Resarch Team
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Sections
(Select a section title to retrieve individual chapters) 	Domestic 

exports
Re-

exports
 Imports

CAN$ 
Total merchandise trade 4,249,525,385 71,714,795 3,935,333,343
 Vegetable products 1,522,110,005 489,817 311,909,601
Mineral products 532,299,367 19,757 281,355,323
 Plastics and articles thereof; rubber and articles thereof. 27,392,823 1,278,900 133,476,824
Textiles and Textile Articles 16,208,916 360,931 742,882,284
Articles of  stone, plaster, cement, asbestos, mica or similar materials; 
ceramic products; glass and glassware.

3,191,378 192,707 70,214,844

Natural or cultured pearls, precious or semi-precious stones, 
precious metals, metals clad with precious metal and articles thereof; 
imitation jewellery; coin.

556,631,977 8,169,185 266,530,383

XVI - Machinery and mechanical appliances; electrical equipment; 
parts thereof; sound recorders and reproducers, television image 
and sound recorders and reproducers, and parts and accessories of  
such articles.

251,389,925 38,886,567 475,913,308

 Vehicles, aircraft, vessels and associated transport equipment. 190,421,388 3,652,737 139,692,880
Arms and ammunition; parts and accessories thereof. 11,286 540 1,153,776

Merchandise imports and exports between "Canada" and  "India", by Harmonized System section, customs 
basis,   2013summary

 Sections
(Select a section title to retrieve individual chapters) Domestic 

exports
Re-
exports

 Imports

CAN$ 
Total merchandise trade 2,740,683,077 59,781,904 2,976,497,213
Vegetable products 727,193,448 205,209 228,074,031
Mineral products 434,800,533 19,580 178,258,517
Plastics and articles thereof; rubber and articles thereof. 40,813,746 620,570 99,363,315
Textiles and Textile Articles 14,724,000 309,336 560,321,514
Articles of  stone, plaster, cement, asbestos, mica or similar materials; 
ceramic products; glass and glassware.

3,088,671 375,943 50,032,992

Natural or cultured pearls, precious or semi-precious stones, 
precious metals, metals clad with precious metal and articles thereof; 
imitation jewellery; coin.

256,548,800 7,447,502 234,339,353

Machinery and mechanical appliances; electrical equipment; parts 
thereof; sound recorders and reproducers, television image and 
sound recorders and reproducers, and parts and accessories of  such 
articles.

160,884,615 31,804,828 311,347,674

Vehicles, aircraft, vessels and associated transport equipment. 128,508,549 2,319,003 95,612,811
XIX - Arms and ammunition; parts and accessories thereof. 14,671 0 996,197

Special Feature
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Investment

Canada’s investment is rooted 
in India’s manufacturing 
facilities (railways, automotive, 
machinery/equipment and agro-
food products) and in real-estate. 

Canadian key exports to India 
mainly consist commodities (root, 
tuber vegetables, precious metals 
and stones, coins, ores, slag and 
ash, pulses, fertilizes, pulp and 
paper).

Imports from India include 
precious metals, stones, organic 
chemicals, machinery and iron 
and steel products.

Diaspora and Tourism

The Indian diaspora in Canada 
consists of nearly 35,000 students 
and overall, contributes to an 
estimated $584 million to the 
Canadian economy. Indians also 
contribute to Canadian tourism 
with over 180,000 tourist visits 
in Canada in 2014, which has 
increased substantially in recent 
years.

Innovation and Technology

The Agreement for Scientific 
and Technology Cooperation 
between Canada and India is 
the foundation for various new 
science and technology based 
partnerships underway. Innovation 
is a significant area of focus for 
partnership between Canada 
and India given their respective 
progress and expertise exemplified 
in recent years within this field.

Bilateral Science and Technology 
Policy

Since the Agreement for Science 
and Technological Cooperation 
was signed in 2005, Canada and 
India have been striving to further 
enhance their S&T bilateral 
collaboration. During the Prime 
Ministerial visits in 2012 and 
2015, both countries agreed to 
strengthen their S&T bilateral 
collaboration by; promoting 
basic research, facilitating 
academic and industrial personnel 
exchanges, and accelerating 
technology commercialization. 

Special Feature
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From 2007 to 2012, joint funding 
from Canada and India supported 
eight high quality bilateral R&D 
projects in priority areas such as: 
Nano Science/Nano Technology, 
Alternative Energy, Sustainable 
Environmental Technologies, 
Information and Communications 
Technologies (ICT) and 
Biotechnology etc.

Scientific and Technological 
Cooperation Agreement

The Science and Technology 
Cooperation Agreement was 
signed by the Governments of 
India and Canada in 2005 and 
ratified in 2008. The purpose 
is to encourage and facilitate 
cooperation activities in the field 
of science and technology. It 
enables knowledge exchange, 
technological know-how, joint 
research activity and expertise 
trading between the two countries. 
There has been significant progress 
under this agreement in recent 
years, particularly in innovation 
cooperation and entrepreneurship 
eco-systems.

Energy Collaboration

Though bilateral energy relations 

between Canada and India had 
been stagnant for decades, a 
reinvigorated interest has been 
recognized in recent years.  In 
2015, several official visits - 
including the India-Canada 
Ministerial Energy Dialogue and 
the Canadian Nuclear mission visit 
to India - took place to explore and 
enhance cooperation in the energy 
sector. Focused areas include 
nuclear waste management, 
pressurized heavy water reactors, 
oil and natural gas, clean energy, 
power transmission and skill 
development. Both countries aim  
to strengthen government and 
business relations to help create 
long term economic prosperity 
and employment.

Trade Collaboration

The two-way trade has increased 
from C$ 4.2 billion in 2010 to 
C$6.4 billion in 2014, but does 
not reflect the true potential. 
India accounts for only 0.6% of 
Canada’s global trade. Major 
items of India exports to Canada 
include gems, jewellery and 
precious stones, pharmaceutical 
products, readymade garments, 
textiles, organic chemicals, light 

engineering goods, iron & steel 
articles, etc. India’s import from 
Canada include pulses, newsprint, 
wood pulp, asbestos, potash, 
iron scrap, copper, minerals and 
industrial chemicals, etc.

Canada-India Comprehensive 
Economic Partnership 
Agreement (CEPA)

On November 2010, Canada 
and India announced the 
launch of negotiations towards 
a Comprehensive Economic 
Partnership Agreement (CEPA). 
As of 2013, there have been 9 
completed rounds of negotiation. 
This agreement is wide-ranging 
and negotiations have included 
market access for particular goods, 
rules of origin, trade facilitation, 
institutional provisions, and 
temporary entry for business 
persons. CEPA is anticipated 
to boost international trade 
particularly in the agriculture 
industry. 

Bilateral trade between Canada 
and India is currently 5.8 billion, 
but according to a 2010 Canada-
India joint study, an agreement 
as such could increase Canada’s 
output by at least 6 billion US 
and boost India’s exports by 50 
percent.

For India, the CEPA would act as 
a first access opportunity to part of 
the North American market. CEPA 
would facilitate further access into 
major world markets for India into 
Europe, and further strengthen 
free trade agreements in South 
Asia, Japan and Korea.  

Canada India CEPA concluding 
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remains a priority under PM 
Trudeau’s government and has   
Canada-India Audio-Visual 
Coprod      uction Agreement

The audiovisual coproduction 
agreement was signed February, 
2014 and entered into force on 
July, 2014. Created in hopes 
of allowing both Canadian and 
Indian producers to develop 
audiovisual coproduction projects 
and facilitate higher levels of 
collaboration between Canadian 
and Indian television and film 
production companies. This will 
in turn, stimulate the economy and 
enhance the sharing of knowledge 
and expertise between the two 
countries. It facilitates producers 
from various countries to combine 
their creative, technical and 
financial resources under the 
terms of the agreement. It allow 
producers from both countries to 
be eligible for the benefits offered 
by their respective countries 
including financing programs, 
fiscal incentives, and access to 
audiovisual screens

The first agreement of its’ kind 
since Canada implemented its 
Policy on Audiovisual Treaty 
Co-production. It attracts 
foreign investment to this 
sector and provides stronger 
support to partnerships within 
the audiovisual industry. Also 
enhances employment of 
Canadians, access into foreign 
markets and realization of artistic 
and technical visions within the 
two countries

 Canada-India Social 

Security Agreement (SSA)

This agreement is signed in 
November 2012 and came into 
effect August 2015. It enables 
Canada and India to coordinate 
pension benefits, advantages and 
contributions for people who have 
lived and worked in both countries

The eligible individuals will 
be able to qualify for old age, 
disability and survivor benefits 
based on their affiliation with each 
country’s pension system. The 
period of service will be added 
for the purpose of eligibility 
requirements. It enables Canadian 
companies and employees sent 
to work temporarily in India to 
continue contributing towards 
the Canadian Pension Plan, while 
providing exemption from social 
security contribution in India for 
the same work.

It also enables Indian companies 
and employees sent to work 
temporarily in Canada to benefit 
from the same advantages. It is 
aimed to achieve equality on the 
principle of reciprocity which 
results in savings and increases 
economic competitiveness of 
Canadian and Indian companies 
operating in each others’ countries.

 Canada-India Air Transport 
Agreement

This agreement has been in force 
since 1982 and expanded several 
times after, most recently in 2012 
and so on. This agreement was 
made by Air Canada, Air India and 
Jet Airways all together. This even 
facilitated cargo travel between 

two countries.

This air transportation agreement 
and the amendments based on 
current travel culture facilitates 
improvement in international 
connectivity for Canadians. 
The most recent success to this 
agreement was the announcement 
of Air Canada providing direct 
flights departing from Toronto to 
Delhi four times a week.

News Feeds

GOVERNMENT OF 
CANADA LAUNCHES 
CONSULTATIONS ON A NEW 
INNOVATION AGENDA

Recognizing that Canada needs 
to “up its game” in innovation 
to successfully play in a global 
knowledge economy, the 
Government of Canada has 
launched consultation to develop 
a new Innovation Agenda for the 
country. The Government has 
announced that the following 
six areas will form the basis of 
its consultations and of the new 
agenda:

• promoting an entrepreneurial 
and creative society

• supporting global science 
excellence

• building world-leading clusters 
and partnerships

• growing companies and 
accelerating clean growth

• competing in a digital world

• improving ease of  doing 
business
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PM JUSTIN TRUDEAU TO 
VISIT INDIA

On April 1, 2016 during the 
2016 Nuclear Security summit 
in Washington DC, PM Justin 
Trudeau has his first formal 
meeting with India’s PM Narendra 
Modi, where he was invited to 
visit India. The prime minister 
accepted. The two Prime Ministers 
hope to discuss deepening the 
bilateral economic ties and 
securing a stronger future between 
the two countries. Details on the 
specific dates have not yet been 
released. 

CANADA’S FEDERAL 
BUDGET 2016

On March 22, 2016, Canada’s 
government under PM Justin 
Trudeau released its first budget.  
The budget proposes $120 billion 
of investment in infrastructure and 
job creation over the next ten years, 
including significant investments 
in public transit, clean technology, 
and First Nations, Inuit Peoples 
and the Metis Nation.

A new investment of $2 billion 
was announced beginning this year 
for a Post-Secondary Institutions 
Strategic Investment Fund. The 
fund covers 50% of eligible 
infrastructure projects. The tri-
council funding was also increased 
by an additional $95 million/year 
beginning this year, in addition 
to the previously committed $46 
million/year announced by the 
previous government, for a total 
$141 million/year.

Additional investments in basic 
research include:

• Mitacs- $14 million over 2 years

• Genome Canada- $237.2 million 
over 4 years

• CDRD- $32M over 2 years 
(beginning next year)

• Stem Cell Network-$12 million 
over 2 years

• Perimeter Institute- $50 million 
over 5 years (beginning next 
year)

• Brain Canada Foundation- $20 
million over 3 years

The budget commits up to $800 
million over four years (starting 
in 2017) for innovative networks 
and clusters. And the NRC-IRAP 
program was provided with an 
additional $50 million investment 
for the 2016-17 year. 

The budget projects deficits of 
$29.4 billion this year, $29 billion 
in 2017-18, $22.8 billion in 2018-
19, $17.7billion in 2019-20 and 
$14.3 billion in 2020-21.

Canada-India Research Network

As Canada and India become 
strategic partners, the Canada-
India Centre for Excellence at 
Carleton University is committed 
to facilitating research in 
identified priority areas. However 
one of the obstacles in increasing 
research collaborations, faced by 
researchers in both countries, is the 
lack of a platform to find funding 
and partnership opportunities. 

To address this gap, the Centre 
has launched an online social 
networking platform. 

The online platform enables 
researchers to: (1) search, 
browse, and contact potential 
collaborators, (2) find relevant 
funding opportunities.

Researchers who join the network 
get the following benefits:

• Timely updates on relevant 
funding opportunities;

• Help in finding partners/
collaborators and student 
exchange opportunities;

• Ability to provide feedback to 
funders;

• Opportunities to deliver public 
talks at the Centre; and

• Opportunities to highlight 
projects to a wider audience.

• The online platform is free to 
join.

Thus, we hope that Canada India 
relationship strengthen over the 
time period denoting the growth 
of both the nations.

Ananya Prem Nath 
ananyan@medcindia.com
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Mr. Dilip Save

Goods and Service Tax : 
Get Ready, Get it Right

Preface:

Goods and Services Tax (‘GST’ 
for short) will be one of the most 
significant of the economic reforms 
that India  that is expected to be 
unveiled in the next financial year. 
GST is expected to bring about 
a paradigm shift in the manner 
indirect taxes are administered 
and collected.  It  will integrate 
India into a common unified 
market, substantially improve the 
ranking on the Index of ‘Ease of 
doing business’ and also provide 
the much required impetus to the 
reforms in the waiting.

As we get ready to migrate to 
a new fiscal policy, the world 
economic scenario is faced with 
new challenges: slow growth, 
de-globalization, increased 
protectionism, contraction in 
international trade volumes, 
reduced capital flows and increased 
debt burden. In the context of 
this global scenario, India will 
face considerable headwinds and 
challenges requiring  appropriate 
fiscal and monetary steps to 
maintain GDP growth of 7.5%. 

GST will be an important tool 
and facilitator to drive economic 
growth and prosperity. There are 

no two opinion on whether GST is 
right for the country. The positives 
demonstrate a   wining proposition 
for all stakeholders (state, trade 
and industry and consumers). GST 
will usher equity in taxation where 
every assessee will pay reasonable 
tax and for the states a right to tax 
goods and services on par with the 
centre. Reasonable rates of taxes, 
rationalization of exemptions 
and broader tax base will add to 
the revenue buoyancy for both 
centre and the states. States now 
being accorded larger role in the 
development of the country, GST 
will also help address aspirations 
of the states. More importantly, 
GST will be the tool to link fiscal 
policy to the economic growth 
bringing debt and fiscal deficit in 
to the realm of improved control 
and management. 

India’s current tax GDP ratio is 
about 10.8%. GST should help 
improve the tax GDP ratio further 
to fund the growing needs of 
development and infrastructure. 
Every delay in implementation has 
been a lost opportunity and already 
cost the country dear. The scheme 
and structure of proposed GST 
provides for a win-win proposition 
for all stake holders. There can be, 

therefore,  no denial of the fact that 
GST is probably the best format to 
address all our fiscal ills.

Why GST ?

Over the past many years, India 
has negotiated several free trade 
agreements with various trading 
blocks, as a part of strategic 
bilateral arrangement. But we 
failed to leverage on them. Exports 
from the country have fallen at an 
alarming rate over the past few 
years. Exports are also marred by 
cascading effect of tax. Zero rating 
exports under GST should help 
significantly improve the financial 
viability of Indian exports, going 
forward.

In contrast, India as a country, 
stood increasingly fragmented as 
a market. Thanks to the divisive 
tax formats and controls (road 
permits, check-post regulations, 
declaration Form ‘C’, ‘F’, ‘E’, 
Central sales tax, etc). GST offers 
hope to integrate India into a 
common unified market, which 
by any standard, will be a big 
achievement in itself. 

Another big game changer will be 
ease on compliance that GST will 
offer. Any given tax entity today 
complies with a minimum of nine 
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acts, which have their independent 
compliance requirements and 
administrative machinery. 
Subsuming 17 enactments in to 
two is no mean achievement. For 
the Government too, consolidation 
should yield benefits in form better 
administration of tax, lower cost of 
collection and increased revenues.

The complex indirect tax structure, 
which evolved over the past many 
years, without any clear direction 
or policy impacted business and 
investments adversely. Fiscal 
exemption and incentive schemes 
mooted by central and state 
governments over the years proved 
to be discriminatory shrinking tax 
base and revenue collections.  For 
a country starved of revenue and 
resources, such a policy never ever 
made any business sense.   

Most business entities, over the 
years, have built their supply 
chain around tax compromising 
on efficiency, discriminatory taxes 
and leveraging fiscal incentives 
to the extent possible. They have 
lived with the system in the hope 
that saner fiscal policy would 
one day see the light of the day. 
Therefore, the expectations from 
GST are quite high.  GST is 
expected to answer all the short 
comings of the present system and 
offer new opportunities. For the 
trade and industry, GST poses a 
challenge but also an opportunity 
to redefine and re-engineer their 
supply chain integrated with back 
and front end.  

Change Management:

The priority for any business will 
be to ensure ‘business continuity’ 
and ‘compliance’ from day one. 
The twin priorities are absolutely 
non-negotiable. But the real 
challenge lies in reaping supply 
chain benefits for business and 
competitive advantage.  GST is 
expected to be implemented from 
1st April, 2017. For Government 
and industry, It it is a race against 
time. The information in public 
domain as on date is sufficient to 
put in place a strategic plan for 
carrying out the required change 
management which could be 
categorized in phases: ‘immediate’, 
‘near-term’ and ‘long-term’ based 
on priorities and financial impact 
to the business. Such an exercise 
would require a through business 
impact analysis and application of 
mind to re-engineer and redefine 
the business processes.

While undertaking the process of 
re-engineering supply chain, the 
focus must be on  compressing 
supply chain to the maximum 
possible extent with a view to 
reduce the supply chain costs, 
tax touch points  and improve 
operational and cost efficiency. 
Such an exercise will require 
reallocation of resources, 
commensurate process changes, 
documentation, appropriate tax 
conditions, accounting framework 
and IT. Only then can one expect 
to leverage on benefits that GST 
has to offer. 

The end to end supply chain would 

also mean integration with the back 
and front end partners. At the back 
end, sourcing and procurement, 
would involve engagement with 
the vendors for identifying the 
revised cost structure in the light 
of the incremental input tax credit 
(ITC) that would be available 
for a seamless pass through into 
procurement cost structure. If the 
same could be done by further 
engagement with the feed stock 
suppliers of the vendor, more ITC 
could flow in to procurement cost.  
This is possible by exploring the 
options of strategic tie-up to get 
the feed stock suppliers into the 
loop. 

Defining the manufacturing 
strategy for the organization would 
depend on the nature of product, 
spread of market, vendor base, 
logistics and distribution cost, 
opportunity to leverage on mfg 
locations as depot, stocking point 
and as a selling point. This would 
also involve review of resources, 
incl. manpower, IT and other 
infrastructure to operate in the 
new role. Interestingly, if depots 
also move to manufacturing states, 
it would offer an opportunity to 
derive gains from better working 
capital management and direct 
sales.  

Likewise, distribution will also 
need a new thought and strategy. 
The traditional concept of 
state depots will be irrelevant. 
Rationalization of depots and 
selling points adopting the 
concept of serve from anywhere 
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are now expected to adopt the bill 
by end of September, 2016. After 
the adoption of Bill by the states, 
the Bill will go to the President 
for his assent. After the Bill 
receives Presidential assent, the 
Constitution will stand amended. 
After the amendment, the GST 
council will be constituted to 
decide on the rates of tax, draft 
GST Act and Rules. 

dilipmsave@gmail.com

Views  expressed here  are personal

The author was representing Industry 
on the Advisory Committee to the 

Government of Maharashtra on GST. 
During his career spanning 38 years 

with Unilever, he has managed various 
functions.He is a practicing a tax 

consultant and Director of the NMAH 
& Co., firm engaged in tax practice. 

He is also a member of Accounts and 
Taxation Committee, and the SME 

Club at   BCCI and at the IMC. 

will improve service levels and 
customer service.  Specialized 
logistic operators can also be roped 
in to outsource distribution and 
working upon customized model. 
GST also offers opportunity to 
adopt different transaction values 
for different locations of supply (to 
leverage on valuation and working 
capital) and mapping incremental 
ITC on distribution related costs. 
Alongside, the agreements for 
lease, CNFA services and other 
service providers will need revisit 
to be GST compliant.

In the area of sales, the entire sales 
policy will need reconsideration. 
Discount on invoice alone will 
be tax deductible. Secondary 
discounts would not entail tax 
benefit. Structuring discount, 
rebate scheme, settlement of 
claims, payment for services 
rendered by distributors, grossing 
up of trade margins will need 
reexamination for tax interface 
and revision of the sales and 
distribution agreements to be 
GST compliant. The front end 
arm of distribution trade will 
also need support to be GST 
ready. Engagement with the front 
end followed by training and IT 
support will help seamless sales 
into the GST regime. 

All along the supply chain, the 
various operations will have to be 
neatly documented and interwoven 
with the accounting condition and 
IT structure to facilitate a seamless 
input tax credit and compilation 
of monthly/annual returns. To 

demonstrate the point, a purchase 
order format would have to be 
revised to map procurement on the 
state matrix with the point of supply 
and place of supply, particulars of 
vendor and buyer, classification of 
the goods / service and the rate of 
tax applicable.  

Approach :

The GST implementation agenda, 
in any organization, should be 
driven imbibing the philosophy 
of ‘collective compliance and 
responsibility’ to succeed and 
fructify. The management of the 
company must drive it through the 
functional leadership of Taxation 
and Accounts by forming cross 
functional teams who would take 
ownership for their respective 
tasks and projects based on 
clear priorities and timelines. 
A periodical review mechanism 
must monitor the progress and 
implementation in a time bound 
manner.  Time to  get 
ready, get it right.

Journey so far:

The journey so far is 
of promise and hope. 
The Constitution 
[122nd  Amendment] 
Bill, 2014 has been 
passed by the Lok 
Sabha and the Rajya 
Sabha. The Lok Sabha 
has also accorded 
it’s approved to the 
same.  Fifty percent 
of the states (15nos) 
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GST : Great or Gruesome

The trust deficit between the Citizens 
of India and the Government of 
India has plummeted to new depths 
when one reads the Draft GST 
Law (in case you have not read the 
draft laws, please click here to read 
it). In one fell swoop, a swathe of 
businesses is staring at their death 
knell – as instead of being the 
promising vehicle for growth, GST 
has the potential to destabilize all 
that is good. On the bright side, this 
is still a draft law – and corrections 
can be applied, so that GST indeed 
becomes the Greatest Simplified Tax 
regime, and the biggest economic 
event of Independent India. It has 
all the ingredients to become so. 
Why then, am I sounding the danger 
bells?

The most critical cause of failure 
of GST will be in the transference 
of responsibility and liability of 
tax remittance to the customers 
of a supplier (Section 16(11)( c)). 
Basically, the law postulates that 
if a particular supplier has failed 
to comply with the law correctly 
– by furnishing the correct returns 
(Section 27(3)) and/or making the 

correct payment (Section 27(2))– 
then its’ customers cannot avail the 
input credit, and if given, it will be 
reversed.

The origin of this provision lies in 
the history of tax avoidance through 
false representations by a small 
section of businesses and the fact that 
it was not feasible for the Government 
to systematically contain this 
problem. With the framing of this 
law, the Government hopes that the 
market will self-weed out the bad 
eggs – which is not wrong in theory. 
What is wrong is not understanding 
the cascading consequences of doing 
this in practice – and the mayhem 
it will create. While the effort for 
driving compliance will reduce, the 
consequential effect of businesses 
shutting down, and therefore 
collections going down, have not 
been treated seriously enough.

What exactly is the problem?

Let us understand this by visualizing 
a scenario.

Assume Business A operates on a 
retained margin in the range of 8-9%. 
Because it is (say) an SME, it buys 
without access to good credit terms. 

So, it has purchased goods worth 
50,000, and with GST of 20%, it has 
paid Rs. 60,000 for the invoice. It 
now sells this at Rs. 55,000, with an 
applicable GST of 11,000 – so raises 
an invoice of Rs. 66,000 on Business 
B.

Business B is a distributor, operating 
on a margin of (say) 2% .

Now, Business B is concerned 
that the input credit of Rs. 11,000 
may or may not available to it, in 
case Business A is negligent in its 
compliance. Therefore, it refuses to 
pay the GST amount UNTIL it can be 
certain to get the input credit (which 
is an entire ‘return’ cycle away). So, 
it pays only Rs. 55,000 on an invoice 
valued Rs. 66,000.

Business A, in order to ‘get’ the 
balance due of Rs. 11,000, has to first 
finish all compliance requirements, 
including payment of Tax, when 
it has not yet ‘collected’ the Tax 
amount! In contrast, if Business 
B ‘trusts’ Business A and DOES 
pay the Rs. 11,000 – and if, for 
whatsoever reason (negligence, cash 
difficulties, mal-intent), Business A 
fails to complete the compliance, 
Business B will lose not just Rs. 
11,000, but in effect, the ‘margin’ 
it makes on 10 other such invoices 
(since it operates on a thin margin 
of 2%)!

GST : Great or Gruesome

Mr. Bharat Goenka 

By far, the GST amendment will be the biggest step the country 
has taken in ensuring economic integration. While the draft law 
comes with a promise of economic growth, it poses several critical 

pitfalls that can adversely affect businesses in the country.
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Critically, this is not just an ‘invoice 
to invoice’ problem. Business A 
probably supplies to twenty-thirty 
people, and each of its customers 
will not have access to input credit 
due to any negligence of Business 
A!

Apart from this, there are going to 
be enough collateral problems. For 
example, when the input credit is 
denied, will this be formally treated 
as a ‘business expense’ and not be 
taxed by Income Tax? Obviously 
yes! But at what point do I treat this 
as ‘contingent expense’? Will my 
Advance Tax payments made on 
the assumption of ‘possible write 
back’ be accepted? If not, will I be 
reimbursed for the cash-flow cost I 
incurred? How do I report my end-
of-quarter and end-of-year? Will 
banks fund me? Will insurance cover 
this risk? How much more working 
capital will I require? Will I be 
eligible for it?

When the input credit is uncertain 
and outside one’s span of control, 
the correspondent questions which 
will arise – and correspondent 
litigations can only be imagined. 
The last two-three questions will kill 
a large number of businesses (SMEs, 
Distributors, Stockiest, Industrial 
Retail, Commodity traders – who 
either work on wafer-thin margins, 
and/or with inadequate cash).

The reasoning of the Government is: 
people are today colluding (albeit in 
small percentages) to fraudulently 
take input credit when it is not 
due. Therefore, it is only fair to 
put this risk back on the citizen. It 
also reasons that because this is a 
small percentage, which will keep 

declining due to self-correction by 
citizens, it is not a ‘great burden’ – 
that is, the ‘business risk’ is small 
enough to be manageable.

The problem is not the ‘management 
of a manifest risk’ – the problem 
is the side-effects of cash flow, 
improper accounting, and reduced 
ability for people to trade with new 
suppliers and new customers – 
since there is uncertainty about the 
business outcome

Is there a solution?
Of course. One of the greatest 
benefits of GST is that it is built 
ground up as a technology-enabled-
tax-system.

In the past, it was not feasible for 
the Government to systematically 
mitigate the risk of fraud, since 
there was no practical human ability 
to keep track and trace the culprits– 
who could/would repeatedly create 
phantom organizations, and/or 
phantom invoices. Against this 
history, it is no wonder that the 
Government wants to control this 
menace!

However, GST gives extraordinary 
traceability. For one, it fully 
eliminates the ability to have phantom 
invoices. That alone, will massively 
reduce the problem. Secondly, with 
the near ubiquity of Aadhaar and 
the passage of the Aadhaar Bill, the 
Government MUST 
mandate that all GST 
registrations are 
traceable to individuals 
based on their Aadhaar 
identity. Now, the 
ability to repeatedly 
create phantom 
organizations which 

allow credit to be taken without 
correspondent payment will rapidly 
evaporate. And, of course, the sheer 
traceability of the individuals, and 
strong public actions showcased 
for deterrence, will NOW become 
effective.

While Tally has been working to 
ensure that the right software is 
available to all of you to simplify 
and manage your business when 
GST comes, it will obviously not 
help to solve this basic problem 
created by the law itself

Conclusions

GST has all the ingredients to be 
Great. Making it practical and 
convenient, by removing this one 
MAJOR lacuna, will go a long 
way in its ‘welcome embracement’ 
rather than ‘resisted embracement’. 
Being technology led, it also 
has all the ingredients to spiral 
upwards the trust deficit, rather than 
spiral downwards. If all of us, as 
responsible citizens of India, rally 
together to help make it Great, we 
will all live together in a Greater and 
Grander India.

 bharat@tallysolutions.com

Views  expressed here  are personal

The author is the Managing 
Director of Tally Solutions Pvt. Ltd.
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समान कर दर – एकसंघ बाजारपेठ 
जीएसटीचे फायदे अनेक 

डॉ. सुरेखा म. मुळे 
व�र�ठ सहा�यक संचालक (मािहती) 

 

संपूणर् देशात एकसंघ बाजारपेठ, संपूणर् देशात 
समान कर कायदा आिण कराचे दर, संपूणर् देशात 
कर आकारणीची समान पद्धत अशी अनेक विैश��ये 
असले�या जीएसटी अथार्त व�तू आिण सेवा कर 
प्रणालीची अमंलबजावणी कर�याचा मागर् आता 
मोकळा झाला आहे.  
जीएसटीची आव�यकता होती का ? तर नक्कीच 
होती.  

अप्र�यक्ष करा�या के्षत्रातील सुधारणांचे 
लक्षणीय पाऊल 
व�तू आिण सेवा कर भारतातील अप्र�यक्ष करा�या 
करा�या क्षेत्रातील सुधारणांचे लक्षणीय पाऊल 
आहे. या कर प्रणालीत क� द्र व रा�य सरकार�या 
अनेक करांचे एकित्रकरण के�यामुळे तसेच 
करा�या आधी�या  ट��यावर वजावट िदली 
जाणार अस�याने दहेुरी कर आकारणीचा 
द�ुप�रणाम कमी होईल. सवर् रा�यांम�ये कराचे 
दर समान राहणार अस�याने �यापार्यांना व�तू 
आिण सेवांसाठी �यापक बाजारपेठ िमळेल.  व�तू 
आिण सेवा करामुळे ��पादने �थािनक तसेच 
आंतर-रा�यीय बाजारपेठेत �पधार् क� लागतील. 
यामुळे �यवहार अिधक सुलभ आिण पारदशीर् होऊन 
होऊन �यापार वाढ�यास मदत होईल तसेच 
आिथर्क प्रगतीची चक्र अिधक गितमान होतील. कर 
कर प्रणालीत िश�तबद्धता आ�याने क� द्र आिण 
रा�य शासना�या महसूलात वाढ हो�यास  मदत 
होईल.  व�तु आिण सेवा कर प्रणाली ही ित�या 

पारदशर्कतेमुळे प्रशासकीय अमंलबजावणीसाठी 
देखील सोपी आिण सटुसटुीत आहे. 

महारा�� तयार 
देशभरात एकच व�तू आिण सेवाकर (जीएसटी) लागू 
कर�यासाठी आव� यक असले�या "ऑटोमायझेशन” 
म�ये महारा�� देशात अगे्रसर आहे. 
"सॅप‘प्रणाली�वारे िवक्रीकर िवभागाचे न�दणी अजर्, 
परतावा या प्रिक्रयांमधील पारदशर्कता घरबस�या 
अनुभवता येणार आहे. एकूणच ग्राहक, �यापारी 
आिण रा�य महसूलात वाढ करणारी ही करप्रणाली 
देशभरात राबिव�याचा मागर् मोकळा झाला आहे.  

जीएसटी �हणजे 
जीएसटी �हणजे व�तू�या आिण सेवे�या (गु�स 
ॲ�ड स��हर्स) िवक्रीवर कर लाव�याची प�दत आहे.  
या प�दतीम�ये मूळ �त्रोतापासून, मालाचा 
��पादक ते शेवट�या िवके्र�यापयर्ंत होणार्या 
िवक्री�या िकंमतीवर कर लाव�यात येतो.  या 
प्रिक्रयेत कर लावताना खरेदीवर भरले�या कराची 
पूणर् वजावट दे�यात येते.  यामुळे ग्राहकाला 
केवळ देय िवक्री�या िकंमतीवर कर �यावा लागतो. 
�यामुळे व�तू�या िवक्रीवरील कराचा बोजा कमी 
होतो.  तसेच �यापार व ��योगधं�यांना कराचा 
बोजा कमी झा�याने फायदा होतो.  जीएसटी 
करप्रणाली सोपी व सुटसुटीत अस�याने करभरणा 
�यव��थत होतो. 
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जीएसटी ग्राहकां�या��टीने 
या करप्रणालीचा ग्राहकांना फायदा आहे.  जीएसटी 
कर प्रणालीम�ये खरेदीवरील कराची पूणर् वजावट 
िमळत अस�याने व�तू�या िवक्रीवरील कराचा भार 
कमी होतो.  मालाची िकंमत अदा करताना 
मालावरील कर हा एक भाग असतो.  कराचा भार 
जा�त अस�यास मालाची िकंमत जा�त असते.  
आतापयर्ंत माला�या करावर कर लाव�यात येत 
होता.  उदाहरणच �यायचं झालं तर एखा�या 
व�तुचा उ�पादनखचर् १०० �पये आहे �यावर १६ 
�पये एक्साईज डयुटी लाग�यानंतर �या व�तुची 
िकंमत ११६ �हायची. �यावर १२.५ टक्के �हॅट 
लागायचा नतंर �याच व�तुची िकंमत साधारणत: 
१४० �पयां�या आसपास जायची. ही १४० �पयांची 
व�तु १६० �पयांना िवकली तर �यात �हॅटचा 
परतावा िमळायचा परंतू एक्साईज �यटुी 
िकंमतीम�ये िवलीन झा�याने �याचा परतावा 
िमळायचा नाही. अशाप्रकारे माला�या करावर कर 
लागला जायचा आिण ग्राहकाला ती व�तु महाग 
िमळायची. परंतु, जीएसटीम�ये करावरील कर 
काढ�यात आ�यामुळे माला�या िवक्रीवरील कराचा 
भार कमी होईल. पिरणामी व�तंूची िकंमत �व�त 
होईल. आंतररा�य �यापाराला चालना 
जीएसटी ही समान करप्रणाली लागू झा�याने 
रा�यातील �यापाराला, उ�योगाला चालना िमळेलच 
तसेच देशभरात एकच करप्रणाली अंगीकृत 
झा�याने देशात एकसंघ बाजारपेठ िनमार्ण होईल.  
आतापयर्ंत प्र�येक रा�यात करप्रणालीची वेगवेगळी 
प�दत अस�याने �यापारात सुसूत्रता न�हती.  
तसेच �यापा�याला प्र�येक रा�यातील वेगवेगळी 
करप्रणाली समजून घेणेही अवघड जात होते.  
परंतु, जीएसटीमुळे हा सवर् ताण हलका होईल.  
िवशषे �हणजे देशात एकसंघ बाजारपेठा िनमार्ण 
झा�यामुळे महसूल वाढीसही मदत होईल.  तसेच 

िनयार्तदाराला �याने िनयार्तीसाठी वापरले�या सवर् 
खरेदी मालावर िदले�या कराचा परतावा िमळणार 
अस�याने आंतररा��ीय पातळीवर �याला आप�या 
मालाची िकंमत �पधार्�मक ठेवता येईल. 

जीएसटीचा उ�ेश 
  क� द्र व रा�याचे प्रमुख अप्र�य� कर कायदे 
एकित्रत होतील 

  खरेदीवर भरले�या कराची पूणर् वजावट िमळेल 
  करावरील कराचा बोजा नाहीसा होईल 
  आंतररा�य �यवहारावर उपभोक्ता रा�यास 
कराची (कर रक्कम ) प्रा�ती होईल. 

  कर भर�याची पद्धत साधी आिण सुटसुटीत 
अस�याने �यापा�यांचा वेळ पैसा आिण �म 
वाचतील 

  या कर प्रणालीम�ये रा�यांना सेवांवर कर 
लाव�याचे अिधकार िमळा�याने रा�य 
उ�प�नात वाढ होईल.  

  करावर कर न लाग�याने व�तंू�या िकंमती 
कमी राहतील. �याचा ग्राहकांना लाभ होईल. 

  आंतररा�यीय �यापारासाठी आयजीएसटी 
�हणजे एका��मक व�तू आिण सेवाकर दर 
लाग�यान ेरा�यांचा �यापार पळव�याची भीती 
राहणार नाही. पिरणामी रा�याचे होणारे 
नुकसान बंद होईल. 

जीएसटी- मागे वळून पाहतांना 
त�कािलन क� द्रीय िव�त मंत्री पी. िचदंबरम यांनी 
२००७-०८ चा अथर्संक�प सादर करताना देशभरात 
१ एिप्रल २०१० पासून जीएसटी करप्रणाली अमंलात 
आण�याची घोषणा केली होती.  क� द्र शासनाचे व 
रा�य शासनाचे प्रितिनधी यां�या सहमतीने 
जीएसटी अंतगर्त असले�या न�दणी, िववरण, 
करभरणा तसेच परतावाबाबत प�दती ठरिव�यात 
आ�या असनू, �याचे संगणकीकरण कायर्रत आहे.  
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जीएसटी�या  मॉडले कायदयासही अथर्मं�यां�या 
शक्तीप्रद�त सिमतीने मा�यता िदली आहे.   

स�याची ��थती 
रा�यसभेम�ये सिंवधानातील बदलाकिरताचे िवधेयक 
लोकसभा व रा�यसभेने पारीत केले असून १६ 
रा�यांनी(५० टक्के) �यास  एक मिह�या�या आत 
मा�यता िद�यानंतर िवधेयक अमंलात येईल. 
नुकतीच िद. 29 �ग�ट 2016 रोजी रा�य 
िविधमंडळा�या िवशषे अिधवेशनात घटनतेील सुधारणा 
िवधेयकाला मा�यता दे�यात आली आहे. 
जीएसटी�या मॉडले ॲक्टला प्रद�त सिमतीने मा�यता 
िदली असनू �यापारी संघटना व सवार्ंसाठी 
सूचनेकिरता हा मॉडले ॲक्टिवक्रीकर िवभागा�या 
www.mahavat.gov.inया संकेत�थळावर उपल�ध 
क�न िदला आहे.  
मॉडले ॲक्ट ला आधारभतू ठेऊन प्र�येक रा�याने 
आपापले कायदे (एसजीएसटी) तयार करावयाचे 
आहेत. रा�याला  जसा आपला एस.जी.एस.टी 
कायदा तयार करायचा आहे तसेच क� द्र शासनालाही 
सीजीएसटी आिण आयजीएसटी हे दोन कायदे 
करावयाचे आहेत. रा�याने आपला कायदा 
िविधमंडळा�या तर क� द्राने �यांचे दो�ही कायदे 
संसदे�या िहवाळी अिधवेशनात मंजूर क�न 
घ्यावयाचे आहेत. 

नुकसानभरपाई पाच वष� 
जीएसटी लागू �ा�याने देशातील प्र�येक रा�याची 
आिथर्क �वाय�ता धोक्यात येत होती.  प्र�येक 
रा�य आप�या आिथर्क �वाय�तेनसुार �वतंत्र 
करप्रणाली वापरत होते.  हे �वातं�य �यांना 
जीएसटीम�ये िमळणार नाही.  तसेच या नवीन 
करप्रणालीमुळे आपले उ�प�न िकती होणार, तोटा 
िकती होणार या िवचारात प्र�येक रा�य होते.  परंतु 
परंतु क� द्र सरकारने या सवर् मु�यांची दखल घेतली 

असून �या अनुषगंान े िनणर्यही घेतले आहेत.  
तसेच पाच वषर् रा�याला होवू शकणार्या 
नुकसानाची भरपाई दे�याचे क� द्र सरकारने केले�या 
तरतुदीमुळे रा�याचा जीएसटी िवरोध मावळला आहे. 
आहे. 
जीएसटीत क� द्राचे हे अप्र�य� कर सामावणार 

  क� द्रीय उ�पादन शू�क (Excise Duty) 
  औषधे व toi letr ies Preparation वर 
लावले जाणारे उ�पादन शू�क 

  सेवा कर (Service Tax) 
  अितिरक्त सीमा शू�क (CVD) - आयात 
व�तंूवर क� द्रीय उ�पादन शु�का�तकी 
आकारणी 

  िवशेष अितिरक्त सीमा शु�क (SAD)- 
आयात व�तंूवर मु�यविधर्त करापोटी 4 
टक्के आकारणी अिधभार  

  उपकर 
  सेवाकरावर �व�� भारत आिण कृषी 
क�याण उपकर 

जीएसटीत सामावणारे रा�याचे अप्र�य� कर 
  िवक्रीकर (मू�यविधर्त कर), क� द्रीय िवक्रीकर 
  करमणकू कर (�थािनक �वरा�य सं�थांनी 
लावले�या करा�यितिरक्त) 

  ऐषआराम कर 
  लॉटरी, बेटींग व गॅ�लींग यावरील कर 
  उस खरेदी कर 
  प्रवेश कर 
  जकात, �थािनक �वरा�य सं�था कर 
  व�तू व सेवांशी संबंिधत रा�याचे उपकर व 
अिधभार 

जीएसटीत समािव�ट न होणारे अप्र�य� कर 
 क� द्रीय कर - सीमा शु�क 
 तंबाखवूरील उ�पादन शू�क 
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 काही पेट्रोिलयम पदाथार्ंवरील उ�पादन शू�क 
 रा�यातील कर- म�यावरील रा�य उ�पादन 

शू�क 
 म�य आिण काही पेट्रोिलयम पदाथार्ंवरील 

मु�यविधर्त कर 
 �टॅ�प �युटी 
 िव�यतु कर 

कर लाव�याची पद्धत 
जीएसटी म�ये व�त ु व सेवे�या प्र�येक िवक्री 
�यवहारावर (करमाफ व�तु व सेवा �यित�रक्त) 
दोन कर लाव�यात येतील.  एक कर क� द्र 
शासनामाफर् त लाव�यात येईल. �याचे क� द्रीय व�तू 
व सेवा कर(CGST) असे नाव असेल तर  दसुरा कर 
रा�य शासनामाफर् त लाव�यात येईल व �यास 
रा�य व�तू व सेवा कर (CGST)  असे नाव असेल. 
तसेच आंतररा�य िवक्रीकर Integrated GST 
(IGST) लाव�यात येईल व �या कराचा दर CGST + 
SGST यां�या एकित्रत दराइतका असेल. 

इंटीगे्रटेड जीएसटी (IGST) कर प�दती  
जीएसटी हा Consumption Tax आहे.  �हणजेच 
�या रा�याम�ये व�त ूिकंवा सेवा यांचा उपभोग 
घेतला जाईल, तेथे करभरणा अिभपे्रत आहे.  स�या 
आंतररा�य िवक्री �यवहारावर २% क� द्रीय िवक्रीकर 
लाव�यात येतो व सदर कर �या रा�यातून िवक्री 
होते �या रा�यास प्रा�त होतो.  या प�दतीम�ये 
आंतररा�य खरेदी करणार्यास भरले�या कराचा 
परतावा िमळत नाही.  �यामुळे अप्र�य� कराची 
साखळी तटुते.  IGST मुळे कराची पूणर् वजावट 
िमळणार अस�याने आतंररा�य िवक्री �यवहारावर 
कराचा बोजा शु�य होईल. 

लहान �यापार्यां�या नजरेतनू जीएसटी 
स�या �हॅट प्रणालीम�ये �या �यापार्यांची वािषर्क 
उलाढाल १० लाखांहून अिधक आहे �या �यापार्यांवर 

�यापार्यांवर करदािय�व येते.  �या �यापार्यांची 
वािषर्क उलाढाल ठरािवक मयार्दे�या आत आहे 
�यांना आपसमेळ योजना दे�यात येईल.  �यायोगे 
�यांना सो�या प�दतीने आिण कमी दराने कराचा 
भरणा करता येईल. 

रा�याची तयारी 
ही करप्रणाली मािहती तंत्र�ाना�या वापरािशवाय 
अगंीकृत करता येणार नाही.  �यामुळे याबाबतीत 
रा�याने पूणर् तयारी केली आहे.  शंभर टक्के ई-
िववरणपत्र घेणारे महारा�ट्र हे देशातील पिहले रा�य 
आहे.  न�दणी दाखला िमळिव�यासाठीचे आवेदन 
पत्र, परतावा िमळिव�याचे आवेदनपत्र, क� द्रीय िवक्रीकर 
काय�याअंतगर्त लागणारी प्रमाणपत्र े
िमळिव�यासाठीची आवेदनपत्र,े करभरणा आिद 
संगणकीय सेवा �यापारी वगार्स दे�यात येत आहे.  
रा�यात साधारणत: ८ लाख करदाते आहेत ते 
जीएसटीनंतर साधारणत: ११.५० लाखांपयर्ंत 
जातील. करजाळे िव�तार�याने आिण सेवांवर कर 
लाव�याचे अिधकार िमळा�याने काही कालावधीनतंर 
रा�य महसलूात वाढ होईल. करावरील कर कमी 
�ा�याने ग्राहकांना व�तू कमी िकंमतीत िमळतील, 
आयजीएसटीमुळे आंतररा�यीय �यापारातील �पधार् 
वाढेल �यातून �यापार्यांना �यापक बाजारपेठ 
िमळतांना �पधार्�मक दरामुळे व�तंू�या िकंमती 
कमी राहतील, �याचा अप्र�य� लाभ ग्राहकांनाच 
होईल. सवार्त शेवटी एकच कर कायदा लागू 
रािह�याने �यापार्यांसाठी कर प्रणाली अिधक सोपी, 
सुटसुटीत आिण पारदशीर् होईल, वारंवार कायार्लयात 
ये�याची गरज भासणार नाही. अशा चतु:सूत्रीतून 
रा�यात जीएसटीची वाटचाल होणार अस�याने 
रा�य िवकासाची पाऊलं अिधक गितमानपद्धतीने 
पड�यास मदतच िमळणार आहे. 

dlo1.dgipr@maharashtra.gov.in 
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Dr. Ranjit Pattnaik

Goods and Service 
Tax (GST): An Indian 

Perspectives

There has been an animated 
debated in India on GST 
in the aftermath of the 

presentation of Union Budget 
2007-2008(February 2007) with 
the announced GST would be 
introduced with effect from 
April 1, 2010. Interestingly, the 
Thirteenth and Fourteenth Finance 
Commissions have also deliberated 
upon GST as the subject was in 
their respective Terms of Reference 
(ToR).When the dust was settling 
down the debate on the topic.  
Following the passage of the 122nd 
Constitution Amendment Bill for 
Goods and Services Tax (GST) in 
the Parliament 

(Rajya Sabha on 3 August 2016 
and Lok Sabha on 8 August 2016), 
again the discussion on GST has 
been surfaced. It is reported that 
he Government of India likely to 
replace all the indirect taxes levied 
on goods and services by the Centre 
and States and implement GST by 
April 2017. As a next step, the Bill 
will need to be ratified by more 
than 50 precent state legislatures, 
before being put for the President’s 
assent to make this as an Act.

Against the above backdrop, the 
present article makes an attempt 
to analyse the emerging issues 
relating to GST. The organization 

of the article has been thus. Section 
1 discusses the concept of GST. The 
salient features of the proposed Bill 
are in Section 2. Section 3 presents 
the emerging issues. Concluding 
observations are in Section 4.  

1. Concept of GST

GST is an indirect tax which will 
be replacing the existing indirect 
tax system of both central a d stale. 
Government. GST is essentially the 
same as VAT but, with a wider base. 

VAT, which replaced Sales Tax was 
imposed only on goods while, GST 
will be a VAT on goods and services. 
There has been a near consensus 
that with GST, it is expected that 
the tax base will be comprehensive, 
as virtually all goods and services 
will be taxable, with minimum 
exemptions.  As the thirteenth 
Finance commission mentioned 
GST is the “game changer:” Which 
will significantly contribute to 
the buoyancy of the tax revenues 
and acceleration of growth, as 
well as generate many positive 
externalities. GST with a focus 
on destination driven tax system 
in marked contrast to the present 
system of origin driven system 
will ensure developing a common 
Indian market and reducing the 

cascading effect of tax on the cost 
of goods and services. It will impact 
the Tax Structure, Tax Incidence, 
Tax Computation, Tax Payment, 
Compliance, Credit Utilization and 
Reporting leading to a complete 
overhaul of the current indirect tax 
system. In essence there will be a 
dual structure, one is Central GST 
and the second is State GST.

Tax will be levied on every supply 
of goods and services. Centre would 
levy and collect Central Goods and 
Services Tax (CGST), and States 
would levy and collect the State 
Goods and Services Tax (SGST) on 
all transactions within a State. The 
input tax credit of CGST would be 
available for discharging the CGST 
liability on the output at each stage. 
Similarly, the credit of SGST paid 
on inputs would be allowed for 
paying the SGST on output. No 
cross utilization of credit would be 
permitted.

Currently, the taxation system 
operates with Value-Added Tax 
(VAT) systems both at the central 
and state levels. But the central 
VAT or CENVAT mechanism 
extends tax set-offs only against 
central excise duty and service tax 
paid up to the level of production. 
CENVAT does not extend to value 
addition by the distributive trade 

Mr. Harsh Mohan 
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below the stage of manufacturing; 
even manufacturers cannot claim 
set-off against other central taxes 
such as additional excise duty and 
surcharge.

Likewise, state VATs cover only 
sales. Sellers can claim credit 
only against VAT paid on previous 
purchases. The VAT also does 
not subsume a host of other taxes 
imposed within the states such 
as luxury and entertainment tax, 
octroi, etc.

Once GST comes into effect, all 
central- and state-level taxes and 
levies on all goods and services will 
be subsumed within an integrated 
tax having two components: a 
central GST and a state GST.

This will ensure a complete, 
comprehensive and continuous 
mechanism of tax credits. Under 
it, there will be tax only on value 
addition at each stage, with the 
producer/seller at every stage 
able to set off his taxes against 
the central/state GST paid on his 
purchases. The end-consumer will 
bear only the GST charged by the 
last dealer in the supply chain, with 
set-off benefits at all the previous 
stages.

The Pros and Cons of GST are set 
out at Annex 1

2. Salient Features of GST and 
proposed Bill

It basically seeks to amends the 
Constitution to empower both the 
Centre and the states to levy GST. 
This they cannot do now, because 
the Centre cannot impose any tax 
on goods beyond manufacturing 
(Excise) or primary import 

(Customs) stage, while states do 
not have the power to tax services. 
The proposed GST would subsume 
various central (Excise Duty, 
Additional Excise Duty, service 
tax, Countervailing or Additional 
Customs Duty, Special Additional 
Duty of Customs, etc.), as well as 
state-level indirect taxes (VAT/sales 
tax, purchase tax, entertainment 
tax, luxury tax, octroi, entry tax, 
etc.). Once the Bill is passed, 
there will only be a national-level 
central GST and a state-level GST 
spanning the entire value chain for 
all goods and services, with some 
exemptions.

• The power to make laws in 
respect of supplies in the course 
of inter-State trade or commerce 
will be vested only in the Union 
government. States will have 
the right to levy GST on intra-
State transactions including on 
services. 

•  Centre will levy IGST on inter-
State supply of goods and 
services. Import of goods will 
be subject to basic customs duty 
and IGST. 

•   GST defined as any tax on 
supply of goods and services 
other than on alcohol for human 
consumption. 

•   Central taxes like, Central 
Excise duty, Additional Excise 
duty, Service tax, Additional 
Custom duty and Special 
Additional duty and State level 
taxes like, VAT or sales tax, 
Central Sales tax, Entertainment 
tax, Entry tax, Purchase tax, 
Luxury tax and Octroi will 
subsume in GST. 

•   Petroleum and petroleum 
products i.e. crude, high speed 
diesel, motor spirit, aviation 
turbine fuel and natural gas   
shall be subject to the GST on 
a date to be notified by the GST 
Council. 

•  Provision for removing 
imposition of entry tax / Octroi 
across India. 

•  Entertainment tax, imposed by 
States on movie, theatre, etc will 
be subsumed in GST, but taxes 
on entertainment at panchayat, 
municipality or district level to 
continue. 

• GST may be levied on the 
sale of newspapers and 
advertisements and this would 
give the government’s access 
to substantial incremental 
revenues. 

•  Stamp duties, typically imposed 
on legal agreements by the state, 
will continue to be levied by  

• Administration of GST will 
be the responsibility of the 
GST Council, which will be 
the apex policy making body 
for GST. Members of GST 
Council comprised of the 
Central and State ministers in 
charge of the finance portfolio. 
Conferring simultaneous power 
upon Parliament and the State 
Legislatures to make laws 
governing goods and services 

3. Emerging Issues

3.1 GST Regime and non GST 
Regime

How is the proposed GST 
framework different from the 
current scenario? What are the pros 
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and cons of implementing it? 

In a full non-GST system, there is a 
cascading burden of “tax on tax”, as 
there are no set-offs for taxes paid 
on inputs or on previous purchase  
The tax payer can  offset input taxes 
with his output collections of tax. 
With a single GST, the interstate 
transport becomes easier.

• The GST shall subsume all the 
above taxes, except the Basic 
Customs Duty that will continue 
to be charged even after the 
introduction of GST.

• India shall adopt a Dual GST 
model, meaning that the GST 
would be administered both 
by the Central and the State 
Governments.

• There are arguments that 
GST would lead to a higher 
output, more employment 
opportunities, and economic 
inclusion. Initially however, it is 
likely cause high inflation rates, 
administrative costs, and face 
stiff oppositions from states due 

(*CVD – Countervailing Duty; SAD – Special Additional Duty)

to loss of autonomy.
3.2  Do consumers get goods at a 

cheaper price? 

Probably not, and it is here that the 
merit of GST has been questioned. 
Since taxes are distributed across 
the chain, the consumer prices 
are likely to rise to maintain the 
current tax revenue levels. The 
government has justified this by 
saying it would provide tax cuts 
across various brackets. This isn’t 
entirely satisfactory. First, the 
tax paying population isn’t too 
significant a number to begin with 
and second, the tax payer is likely 
to get a meager tax cut for the GST 
he would pay for all the goods or 
services he purchases.

In GST, The consumer pays the 
final tax but an efficient input tax 
credit system ensures that there 
is no cascading of taxes. GST is 
levied only on the value-added at 
every stage of production.

3.3 Revenue neutral GST Rate.

One important issue  is what is 
the revenue neutral rate for GST? 
According to the Thirteenth finance 
commission this rate was 12 per 
cent, 5 per cent for centre and 7per 
cent for states.

Similar to Indian context, it is only 
Canada that has the concept of dual 
GST. While there was strong rebel 
at the time of introduction of GST 
by the then political division in 
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Canada, however, GST sustained 
despite the opposition. Even for 
the subsistence, the Government 
of Canada has been pragmatic 
and worked towards reducing the 
GST rate a couple of times post 
implementation. While some others 
have had to increase the rates very 
soon after introduction.

The most contentious issue that 
still needs to be resolved among the 
different governance in the world is 
the GST rate.

3.4 GST Compensation Fund

GST compensation fund is one 
issue which has been bebated. The 
fourteenth finance commission 
had deliberated with and central 
an state governments. The 
commission recommended that as 
GST is a shift from origin based  
system to destination based system 

there will be revenue losses there 
will be revenue compensation for 
five years. For the first, second, 
and third year they should  be 
100 per cent compensation, 75% 
for the fourth year and 50 per 
cent for the fifth and final year, It 
further recommended that a GST 
compensation Fund  would be 
set  up by the central government. 
The Commission observed that 
the creation of an autonomous and 
independent GST Compensation 
Fund  through legislative  actions 
in a manner that it gives reasonable 
comfort to states while limiting the 
period of operation appropriately.

4. Concluding Observations

The switch over to GST is an 
important land mark in the 
indirect tax reforms in India.
However there challenges and 

unresolved issues. These include 
revenue implications, amount of 
compensation in case of revenue 
loss to states , additional fiscal 
burden on the central government 
arising out of GST compensation. 
However, as Fourteen the finance 
commission has observed, the 
additional fiscal burden may be 
treated as investment which will 
yield substantial gains to the nation 
in the medium and long run.

ranjitkpattnaik@gmail.com
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Annex 1: Pros and Cons OF 
GST

Pros                                                                                                              

Government

• Monitoring by both center and 
states monitoring

• Institution of a GST Council

• Higher revenues from services

• Impetus for Make in India

• Growth of Tier 2 and 3 cities

Industry

• Assurance of Stable taxes

• Lower number of Slabs

• One shot deal

• Threshold limits for SMEs

• Fuel / cost savings

• Supply chain efficiencies

• Lower corruption

• Demand for warehousing

• Simplification of taxes

• Dismantling of Bureaucracy

Consumers

• All India standard prices

• Lower prices of products

• Lower entertainment tax Cons

Government

• All states one shot

• Very large data base

• Complex IT system’]

• Tracking issues

• Petroleum and Liquor put of 
preview

• Data for below threshold

• Under/over invoicing

• Chains of unreported sales

• Siphoning and proliferage 
Industry

• Credit subject to timely update

• Mixed/multi product shipments

• IT investments

• Timely update essential

• Price/ volume discount

Consumers

• Higher Prices for services

• GST rates are higher than 
developed countries
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This column focuses on 
trends in global trade 
and investments in the 

past month.

Readers will recall that earlier 
columns drew attention to 
the egregious provisions of 
the Investor State Dispute 
Settlement provisions of the 
TPP and other treaties like 
the TTIP and others under 
negotiation. Indian trade 
negotiators and chambers of 
commerce need to be well 
aware of the minefield that 
it represent. The American 
Enterprise Institute recently 
focused on the practical issues 
in implementation of these 
provisions – issues that those 
seeking Chinese investment in 
India or under OBOR  should 
be paying serious attention to.

In addition, there is a transparency 

problem: not only Chinese 

companies but American 

accounting giants have argued 

that PRC “state secrets” trump 

U.S. disclosure with regard 

to material information. The 

accounting firms have settled 

this matter, for now, but it is an 

ongoing problem with Chinese 

companies. The size of the Chinese 

state is immediately relevant 

here, too, since almost anything 

can be deemed a state secret. In 

these cases, the United States 

has effectively imported China’s 

elevation of the Party above the 

law. Chinese firms and some of 

their American partners did not 

follow American law because the 

party told them not to.

Source America Enterprise Institute: 

America needs a China pivot— from 

trade to investment

The New York City sit-ins at 
Zucotti Park drew attention to 
the 90:10 skew in economic 
growth practically all over 
the world. A recent piece by 
Robert Schiller suggests a 
rather gloomy outlook for 
improvement in this skewed 
distribution towards a 
more (statistically) Normal 
distribution.

Economic inequality is already 

a concern, but it could become a 

nightmare in the decades ahead, 

and I fear that we are not well 

equipped to deal with it.

Truly extreme gaps in income 

and wealth could arise from 

many causes. Consider just a 

few: Innovations in robotics and 

artificial intelligence, which 

are already making many jobs 

uncompetitive, could lead us into 

a world in which basic work with 

decent pay becomes impossible to 

find. An environmental disaster 

like global warming, pollution 

or disease could sharply reduce 

the ability of people of ordinary 

means to live in specific regions 

or entire countries.

........

Along with nine other economists, 

I (Shiller) contributed to a project 

that engaged in really long-term 

forecasting. The results appeared 

in a book edited by Ignacio 

Palacios-Huerta of the London 

School of Economics: “In 100 

Years: Leading Economists 

Predict the Future,” (M.I.T., 

2013). None of us expressed 

optimism that inequality would 

be corrected in the future, and 

none of us ventured that any 

major economic policy was likely 

to counteract recent trends.

Dr Prakash Hebalkar 

Global Trade and  
Investment Trends

Global Trade
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For example, Angus Deaton 

of Princeton, commenting on 

what he called the “grotesque 

expansions in inequality of the 

past 30 years,” gave a pessimistic 

prediction: “Those who are doing 

well will organize to protect what 

they have, including in ways that 

benefit them at the expense of the 

majority. ” And Robert M. Solow 

of M.I.T. said, “We are not good 

at large-scale redistribution of 

income.” Both Professor Deaton 

and Professor Solow are fellow 

Nobel laureates.

No one seems to have an effective 

plan to deal with the possibility 

of much more severe inequality, 

should it develop. 

Source: Yale professor Robert 

Schiller (of Case Schiller Index1  

1 Case Schiller Index: The Standard 
& Poor’s Case–Shiller Home Price 
Indices are repeat-sales house price 
indices for the United States. There 
are multiple Case–Shiller home price 
indices: A national home price index, 
a 20-city composite index, a 10-city 
composite index, and twenty individ-
ual metro area indices. These indices 
are calculated and kept monthly by 
Standard & Poor’s, with data points 
calculated for the time period of Jan-
uary 1987 through the present. The 
indices kept by Standard and Poor 
are normalized to have a value of 
100 in January 2000. These Indices 
are based on original work by econ-
omists Karl Case and Robert Shiller, 
in which their team calculated the 
home price index back to 1890. That 
index is normalized to have 1890 
have a value of 100

fame) in The Upshot

The Blue Economy was also 
in the news in view of a 
forthcoming UN Conference.

Gunter Pauli’s book, “The 

Blue Economy: 10 years, 100 

innovations, 100 million jobs” 

(2010) brought the Blue Economy 

concept into prominence. The 

Blue Economy is envisaged 

as the integration of Ocean 

Economy development with the 

principles of social inclusion, 

environmental sustainability 

and innovative, dynamic 

business models. It is founded 

upon a systems approach, 

wherein renewable and organic 

inputs are fed into sustainably 

designed systems to fuel “blue 

growth”. Such “blue growth” 

addresses the problems of 

resource scarcity and waste 

disposal, while delivering 

sustainable development that 

enhances human welfare in a 

holistic manner. 

The development of the Blue 

Economy holds immense promise 

for the Indian Ocean region. 

The Indian Ocean is the world’s 

preeminent seaway for trade and 

commerce. It is also endowed 

with a wealth of natural resources, 

which are, as yet, largely 

untapped. The development of 

the Blue Economy in the Indian 

Ocean region is expected to yield 

a number of benefits for IORA 

Member States, including: 

 � Providing a boost to coastal 

and national economies

 � Generating new employment, 

skill-sets and capacities

 � Promoting entrepreneurship in 

new areas of economic activity

 � Facilitating the 

interconnectedness of the 

regional economy

 � Utilising the vast, untapped 

potential of the Indian Ocean

 � Contributing to sustainable 

development and climate 

change mitigation 

As an Ocean-based community, 

IORA would be greatly 

strengthened by regional 

cooperation for the sustainable 

development of the Blue 

Economy. Mindful of this, the 

Council of Ministers’ Meeting 

on 6 - 9 October 2014 in Perth, 

Australia adopted the Blue 

Economy as the top priority 

for generating employment and 

ensuring sustainability in business 

and economic models. An IORA 

Secretariat draft paper identified 

eight priority areas for cooperation 

in the Blue Economy: 

 � Fisheries and Aquaculture

 � Renewable Ocean Energy

 � Seaports and Shipping

 � Seabed Exploration and 

Minerals

 � Marine Biotechnology, 

Research and Development

 � Tourism

Global Trade



34 SEPTEMBER 2016

 � Ocean Knowledge Clusters

 � SIDS and LDCs

Source: IORA.net

This governance of the blue seas 
or high seas was commented 
upon by a US expert:

Arguing for a new treaty of the 

High Seas, Lisa Speer Director of 

the International Oceans Program, 

NRDC in the USA says: 

Most people don’t realize that 

managing almost two thirds 

of the globe’s oceans requires 

international cooperation. This 

area of international waters is 

known as the “high seas.” The high 

seas cover nearly half the surface 

of the planet and support fisheries 

and other resources of enormous 

importance to humanity. 

This global commons is out of 

sight and out of mind, and we 

have collectively proven to be 

poor stewards of it. Declining 

fish stocks, rampant pollution, 

massive gyres of plastic waste, 

and species of whales and other 

sea life facing serious threats, are 

proof of our neglect. 

Our dismal record of stewardship 

is in part due to the outdated 

international legal regime 

governing activities in oceans 

beyond our national borders. 

The high seas lack basic modern 

management tools the U.S. and 

other countries have deployed in 

our own waters for many decades. 

They include fully protected 

“marine parks,” where we allow 

ocean life to thrive, undisturbed 

by industrial fishing, mining and 

other industrial activity. And 

uniform rules on how to assess 

and manage human activities in 

the ocean to prevent significant 

damage. Tools like these can go 

far to making our beleaguered 

seas more resilient.

Next week, the United Nations 

will resume negotiating a new 

treaty aimed at overhauling the 

antiquated high seas legal regime. 

Key issues under discussion 

include the scope of the new treaty 

and the timing of negotiations. 

Some nations prefer the status quo, 

with few restrictions on activities 

in international waters. They will 

likely try to stall the process, or 

exempt key big industries like 

fishing. We can’t let them succeed.

http://m.huffingtonpost.in/lisa-

speer/

With the access and use of 
high seas recently brought into 
focus by China’s aggressive 
posturing in the South China 
Seas through the None-Dash-
Line, the conference too should 
attract much attention. 

By the way, should India 
assert a similar Ten-dash  line 
covering Indonesia, Indochina 
and Sri Lanka up to the Arabian 
Peninsula and waters around 
them on historical grounds 
going back millennia  as the 
Chinese have?

profitechconsultants@gmail.com

Views  expressed here  are personal

The Author is a Public Policy 

Consultant and President of ProfiTech, 

a strategic Consultancy also Member 

of MEDC Economic Digest Editorial 

Board 
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 No proof required : Evaluating Rajan

No matter what the criteria, inflation has dropped, and dropped by a 
large magnitude, during Raghuram Rajan’s tenure as RBI governor.....             

Surjit S Bhalla

RBI Governor 
Raghuram Rajan 
presided over his last 

monetary policy meeting on 
August 9. He demits office 
on September 5, three years 
after he assumed control 
over India’s monetary policy. 
There will be, and there 
should be, several articles 
examining his performance 
as RBI governor. This is my 
first.

In this first evaluation I will 
examine his performance in 
stabilising India’s macro-
economy. Possibly the most 
important function of any 
monetary authority is control 
over inflation; so critical a 
function that India 
has legally adopted 
the system of 
inflation targeting. 
In the future, if 
inflation deviates 
from the target, the 
RBI will have to 
report to Parliament 
the reasons why 
it has missed the 

target, and what remedial 
policy it was adopting.

Inflation control had 
functioned very well without 
inflation targeting in India. 
It is now conveniently 
forgotten (especially by 
the UPA government) that 
rural inflation (represented 
by CPI for agricultural 
labourers) registered an 
annual rate of only 4.2 per 
cent between June 1996 and 
May 2004. The end-points 
represent the departure of the 
Congress-led government 
and the installation of three 
different non-Congress 
prime ministers. During the 
same time-period, urban 

inflation (represented by 
CPI for industrial workers) 
registered an average rate 
of 5.8 per cent. A simple 
average of the two yields a 
5 per cent average inflation.

Then along came the UPA 
government and with them, 
the quest for 273 seats in 
parliament. What is the link? 
The belief that the rural vote 
could be bought via large 
increases in the minimum 
support prices for major 
crops like rice, wheat and 
sugar. Hence, in a time-period 
(June 2006 to May 2014) 
when median developing 
country inflation stayed 
constant at around 5 per 

cent, rural inflation 
galloped ahead to an 
average of 8.6 per 
cent per annum, and 
urban inflation at 8.2 
per cent.

In September 
2013, CPI inflation 
(hereafter the 
inflation figures 

Global Trade
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refer to the joint urban and 
rural CPI series) was 10.5 
per cent and Rajan had a 
Volckeresque task ahead of 
him, that is, how to eliminate 
generalised inflation from 
the system and bring the 
system back to the pre-UPA 
normal, that is, low overall 
inflation with occasional 
spikes in individual items 
like onions or pulses.

Median developing country 
inflation has declined 
from 5.1 per cent in 2013 
to around 3.5 per cent at 
present. So the enabling 
international environment 
has been positive for declines 
in inflation. However, since 
September 2013, the price of 
imported crude oil dropped 
from Rs 6,700 a barrel to 
Rs 3,290 a barrel (as of 

June 2016); but, the Indian 
consumer hasn’t seen much 
of the decline. The CPI for 
petrol reduced from 112 
to 95 — just a 17 per cent 
decline. Note that the price of 
pulses (with a near identical 
importance in the CPI as 
petrol) during this period 
increased from 106 to 174 
— a 64 per cent increase. In 
other words, to point to the 
oil price decline as a major, 
or even a minor contributor, 
to the CPI decline in India 
under Rajan is to make an 
error of mammoth UPA (or 
IMF?) proportions.

To be sure, international 
commodity prices have also 
weakened during Rajan’s 
tenure, but what has happened 
to commodity prices in India 
is currently being researched 

by me (and I am sure several 
others).

How well Rajan has done in 
reducing inflation in India 
is shown in Table for seven 
categories of consumption. 
The reader (or policymaker) 
can choose her yardstick. 
Column 3 is the year-on-
year (y-o-y) inflation in 
September 2013; column 4 
is the y-o-y inflation in June 
2016 (latest data available). 
Column 5 is the decline in 
per cent. For example — 
overall inflation in June 2016 
was 5.7 per cent compared 
to the starting point of 10.5 
per cent, that is, a decline of 
45.7 per cent.

Summary of the results: No 
matter what the criteria, 
inflation has dropped, and 

Global Trade
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dropped by a large magnitude 
between September 2013 
and June 2016. Further, the 
decline is constant across 
the major groups and close 
to half the inflation level 
recorded in September 2013. 
Overall inflation almost 
halved, or a reduction from 
10.5 to 5.7 per cent. There is a 
similar halving in the volatile 
category of fruit, pulses, 
and vegetables (FPV). What 
about food excluding FPV? 
Today, this “high inflation” 
category is inflating at just 
4.9 per cent. Core inflation, 
or inflation excluding food 
and fuel? Just 4.5 per cent 
— a large reduction from 7.8 
per cent in September 2013. 
Finally, I report an inflation 
number for 88.7 per cent of 
all goods in the CPI, that is, 
all goods minus the price 
inelastic and price volatile 
perishables, FPV. Somewhat 
surprisingly, this broadest 
measure of inflation reports 
a 4.5 per cent value — the 
same as the popular core 
index of inflation.

Thus, no matter how one 
looks at the figures, Rajan’s 
record in reducing inflation 
has been spectacular. To 
be sure, this reduction was 
possible because of the 
“beautiful friendship” (watch 

Casablanca) that evolved 
between the RBI (Rajan), the 
ministry of finance (Arun 
Jaitley) and Prime Minister 
Narendra Modi. It was a 
friendship that many thought 
was “permanent” and could 
not be brought down — 
except, tragically, by dirty 
politics.

But the inflation buck stops 
with Governor Rajan. While 
the government deserves 
some credit, the fact remains 
that this extraordinary 
inflation decline observed 
in India would not have 
been possible without 
Rajan’s leadership and his 
(correct) single-minded 
obsession with returning 
inflation to normal in India. 
As the table shows, even 
food excluding FPV has an 
inflation rate of only 4.5 per 
cent. FPV inflation is likely 
to decline post October, 
when the monsoon effects 
on perishable prices will 
begin to more than trickle 
in. If FPV inflation for a 
few months is zero (let alone 
negative), overall headline 
inflation will register 4 per 
cent, not the 5.7 per cent 
observed at present.

That will mean that inflation 
under Rajan is one-third the 
level he inherited, and one-

third at a very respectable 
level of 4 per cent. The 
financial world had wondered 
whether it will ever see the 
likes of Volcker again — he 
reduced US CPI inflation 
from 13.5 per cent inflation 
in 1980 to 6.2 per cent in 
1982 and 4.4 per cent in 
1984. What did help Volcker 
enormously was the decline 
in the price of crude oil — 
25 per cent from about $40 a 
barrel in May 1980 to about 
$ 30 a barrel some three to 
four years later. This luxury, 
as documented above, was 
not available to Rajan. 
The international oil price 
decline was taxed in India, a 
correct policy and one fully 
supported by Rajan.

Rajan will go back to the 
world of ideas having left 
the macro-economy in a very 
sound condition. Thank you 
Rajan — India will miss you, 
and your ideas.

Surjit S. Bhalla is contributing 
editor, Indian Express, and senior 
India analyst, The Observatory 
Group, a New York based macro 
policy advisory group. He tweets 
@surjitbhalla

This article was re-print from 
‘Indian Express’ August 13, 2016, 
New Delhi.
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Secured Governance

Dr P. Sekhar

Global Trade and  
Investment Trends

Today’s rapidly growing 
economies depend on 
the creation, acquisition, 

distribution, and use of knowledge 
and this requires well-educated 
and highly-skilled population. 
Various report says that India has 
the potential to become the second 
largest economy in the world by 
2050 in Purchasing Power Parity 
(PPP) terms (third in Market 
Exchange Rate (MER) terms), 
although this requires a sustained 
developmental programme in 
existing educational system. 
Education plays a key articulating 
role between nation, and economic 
growth. No country can achieve 
sustainable economic development 
without substantial investment 
in human capital. Education 
enriches people’s understanding of 
themselves and world. It improves 

the quality of their lives and leads to 
broad social benefits to individuals 
and society. Of course investing in 
education will help to sustainable 
economic growth of a nation.

Generally funding of education 
mainly comes from government, 
with a smaller role for non-
educational private sources 
(including for example households, 
enterprises, non-profit organisations 
and religious institutions) and 
generally an even smaller role for 
international organisations.

But education budgets are limited, 
especially in times of economic 
downswing. Government spends 
on education per student for top 10 
countries are given in the table. In 
India the total public expenditure 
on each student in a government 
school could range from Rs. 12,000 

(US$178.6, US$ = Rs. 67.2) per 
student at the elementary level 
to Rs.16,000 (US$238.2, US$ 
= Rs.67.2) at the secondary and 
higher secondary level. Although 
the budgetary allocation to the 
education sector rises every year, 
it is still inadequate for ensuring 
quality education. It is because a 
large portion of the education budget 
is spent on non-developmental 
purposes. Besides, the ministry 
had to pay salaries, allowances and 
pensions to its officials and carry 
out repair and maintenance works. 
This economic burden is widening 
gap between innovative education 
and skills development to meet the 
skilled manpower demand in India.

Education Sector at a Glance – 
India:

India is the strongest South Asian 
nation in the rankings. Engineering 
colleges have been springing up 
like wild mushrooms in India in 
the last few years. Their number 
has gone up from a not too modest 
1,511 colleges in 2006-07 to an 
astoundingly high 3,345 in 2014-
15. Around 1.5 Million Engineering 
Pass Outs in India Every Year. 
Most of the engineering graduates 
who fail to grab an employment in 
their respective industry because 
barely 7% students are suitable for 
core engineering jobs. It is a fact 
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that every country requires skilled 
manpower in order to succeed or 
develop. Without the skilled man 
power, a country can do absolutely 
nothing. 

Secured Governance for 
Education

The task of providing better 
educational facilities to support 
the goal of providing universal 
access to education is very great. 
The approaches required to 
make sustainable progress are 
increasingly clear, but challenges 
to implementation remain 
considerable. The government 
needs to develop a holistic and 
long-term strategy for operating and 
maintaining their physical assets 
that may represent as a tool to meet 
maximum operational cost, increase 
utility and increase lifetime value. 

The Secured Governance strategic 
Infrastructure design has been 
providing a roadmap to steer 
governments and private operators 
to comprehensive framework and 
actionable best practice that help 
to reduce the maintain cost of 
physical assets. Mostly educational 

institutes are situated in the affluent 
and ideal area of the nation. As we 
know the development of social 
and economic infrastructures 
like schools and hospitals are all 
essential to create places where 
people want to live and can reach 
their full potential. It is true certain 
type of public infrastructure such as 
schools, colleges and universities 
are capturing some of the additional 
value it heighten the adjacent 
property value. Those who operate 
a business near the educational 

institutes potentially benefit from 
the flow of people approaching or 
leaving the schools and institutes. 
The concept suggests that if 
government provides additional FSI 
to those institutes can be generate 
enough revenue through the school-
based commercial activities in 
their premises. But, it is important 
that these activities should be 
relevant and adds educational 
value to teaching and learning, do 
not interfere with the educational 
system at any cost. Given that the 
concept of school based commercial 
involvement in education, 
particularly in non-vocational 
ways, is a relatively new area of 
policy making for governments, 
the evidence base is still being 
developed. It is gradually being 
built up as education, commercial 
activities, community groups 
and governments increasingly 
recognise the benefits that can come 
from collaborative approaches to 
improving educational outcomes.  

Secured Governance
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Through this Secured Governance 
concept can do a lot better to utilize 
our existing public infrastructure. 
Secured Governance proposes a 
model where the extra FSI given 
to the Educational Institutions, 
would be utilized by worthy 
entrepreneurs through a transparent 
system of selection. It’s worth 
keeping in mind that upgrading 
existing infrastructure will have 
a comparable, or better, return 
on investment than building new 
capacity. 

Secured governance for Education 
has major characteristics like 
participation, rule of law, 
transparency, and responsiveness, 
at each stage of its operations and 
in developing a robust education 
system in the country. With 
improved resource allocation, 
enhanced governance

Self – Sustaining Model for 
Educational Institutes

Utilizing the maximum FSI benefit 
in institutes could help to bring 
several allied ventures/institutions 
in the existing infrastructure by 
private parties. Allowing the FSI 
area to be used for educational & 
allied activities to generate extra 
revenue, it would bring sustainable 
funds for the further growth and 
development of the institution;

Helps to provide avenues for 
drawing upon the knowledge 
and expertise of the alumni for 
furthering the cause of a School of 
Excellence;

 �  Encourage games, sports, 
yoga, etc., and national 
and international games by 
organizing tournaments and 

competitions at different levels;
 �  Provide advance training for 

international placement at 
premium cost and continuous 
revenue from the beneficiaries;

 � Works for promotion and 
dissemination of useful 
knowledge and advancement to 
develop entrepreneurship and 
incubation centres for student 
and staff;

 � provides career networking for 
current students those who need 
guidance;

 �  Creates a fund raising event for 
helping students to further their 
educational goals.

Education HUB:

Education HUB planned using 
Secured Governance growth model 
will not only benefit students, attract 
foreign investment, retain local 
students, build a regional reputation 
by providing access to high-quality 
education and training for both 
international and domestic student, 
and create a knowledge-based 
economy. An education hub can 
include different combinations of 
domestic/international institutions, 
branch campuses, and foreign 
partnerships, within the hub. 
When education thrives, higher 
productivity and faster economic 
growth become a norm. Investment 
in education under Secured 
Governance methodology will give 
a big boost to the Indian economy.

Secured governance for Education 
has major characteristics like 
participation, rule of law, 
transparency, and responsiveness, 
at each stage of its operations 
and in developing a robust 
education system in the country. 

With improved resource 
allocation, enhanced governance, 
Interdependency among sectors and 
transparency in the system going 
hand in hand with development 
and effective use of Information 
Technology and Innovation can 
deliver a safer, cleaner and more 
accountable delivery of self-
sustaining Education infrastructure 
and services.

Through secured governance 
establish a vibrant institutional 
framework in the educational 
system. India could capture a 
greater global opportunity in 
technology and other knowledge-
intensive fields.

drsekhar@microfoundation.net

View expressed here are personal 

Dr. P. Sekhar is a respected 
development thinker and an author 
of well-documented series of 60 plus 
books on Secured Techno-Economic 
National Growth. These books have 
looked at different Indian states, what 
they have and what they need; and 
different growth oriented key sectors 
to assess their potential and what is 
required. He holds a Master’s Degree 
in Science with a doctorate in Solid 
State Electronics and Nuclear Physics. 
The path breaking concept of ‘Secured 
Governance” developed by him 
offers a series of recommendations 
on various aspects of multi-sectorial 
growth in India to meet the challenges 
of the 21st century. He has had the 
opportunity to present his papers in 
many international and domestic 
forums including global leadership 
program UK on various topics like 
smart cities, blue economy and 
concept of secured governance.

Secured Governance
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Secured Governance

Lt Gen (Retd) S Ravi Shankar 

A Holistic Approach to 
Infrastructure Development

Secured Governance is a 
concept that is catching the 
attention of many as a holistic 

approach to infrastructure needs, 
promising a great deal.  It professes 
taking advantage of valuation of 
assets created, and delivering at 
almost no cost to the government.  
It aims at balanced growth in all 
sectors in need of better facilities, in 
a more holistic manner, rather than 
focusing only on say highways, 
or power or any one of numerous 
other sectors. While addressing 
any one of them, the others also 
get due attention ensuring all round 
development. It promises more 
societal participation and benefit 
sharing with transparency.  

Underlying this is a strategy of 
developing techno-economic 
corridors connecting major hubs 
(read new cities in traditionally 
backward and underdeveloped 

areas) across the country which 
coincidently meshes with the idea 
of having ‘100 new cities’ in the 
manifesto of the NDA.  In short 
Secured Governance seems to 
promise a great deal of what we 
need the most today.  Dr. P. Sekhar’s 
painstaking work over the last five 
years on this suddenly appears more 
real in substance and character. 
As a ringside observer, having 
struggled with road infrastructure 
myself as the DG Border Roads, I 
have watched the concept evolve, 
initially a little skeptically, and then 
slowly appreciating its potential as 
a doable and timely idea. Let me try 
and explain how I see it now. 

Secured Governance (SG) – 
Enabling the Common Man to 
Feel Secure

Secured Governance is neither 
about Security nor Governance in 
the conventional sense. It attempts 

to work towards close knit growth 
in all sectors of the economy, 
without the usual financial 
constraints that hamper ongoing 
efforts. It will help enable all that 
the common man needs to feel 
secure- a safe home and hearth with 
progress around him, which is what 
one expects from good governance. 
The strategy stems from study of 
the resources of the nation which is 
well documented in a series of books 
(45 to be exact and still growing).  
These books have looked at the 
different states, what they have and 
what they need; at different growth 
oriented sectors such as Highways, 
Railways, Industry, Tourism, 
Sports, Agriculture, Education, 
Power, Healthcare and so on, to 
assess their potential and what is 
required.  These books have been 
well received during interactions 
with the various state governments 
including Tamil Nadu, Gujarat 
and Uttar Pradesh amongst others. 
Presentations to the respective 
ministries have also seen the 
concepts discussed at length and its 
potential acknowledged. So what is 
this concept of Secured Governance 
that started creating ripples and 
now seems to be making waves, 
gentle may be, nevertheless it is 
more than just ripples now.



42 SEPTEMBER 2016

Secured Governance
The Approach to Holistic 
Infrastructure Development.

Dr P Sekhar’s enthusiasm to 
promote the idea of Secured 
Governance is driven by a dream 
of holistic development in the 
country and a conviction that 
the country’s potential is grossly 
underutilized and this needs to 
change

The idea is essentially simple and 
appears a common sense approach 
yet it is backed by a wealth of 
information collected collated 
to understand its potential, and 
see that there is more to it.  The 
key ingredients as I see it are: (a) 
Balanced Growth across Sectors; 
(b) Development in Backward 
Areas; (c) Taking Advantage 
of Valuation of Assets Created;  
(d) Societal Participation and 
Benefit Sharing; (e) Public Private 
Participation with a difference; (f) 
Facilitation by the Government.  
These are all inter-related but being 
looked at as separate parts more to 
help with this discussion.

 � Balanced Growth of 
Infrastructure Across Sectors.  
It is normal to look at planning 
of infrastructure as a function 
of a number of ministries, 
such as Roads and Highways, 
Power and so on.  Often we 
see a situation where a Power 
Project sanctioned awaits roads 
yet to develop.  If instead we 
considered the Power Project 
as a hub around which all the 
related infrastructure needs to 
develop simultaneously, we 
would look at requirements of 
housing, education, tourism, 

IT, manufacturing  and so much 
else, all interrelated in more 
ways than one.  Connecting this 
hub with a highway will also 
become part of the larger project.  
A city developing around this 
hub will be better planned; 
more complete and benefit 
many more sectors than just 
power. The holistic approach 
to development projects has a 
definite advantage.

 � Development in Backward 
Areas.  Moving away from 
populated areas makes more 
sense when you see that barely 
0.4% of the land in our country 
is populated. The reason is the 
age old preference to settle 
beside rivers and streams and 
adjacent to existing cities.  
Today we can take water 
and power almost anywhere.  
Connecting these areas with 
roads and making new centers 
of development will be more 
beneficial and cost effective 
than trying to develop projects 
in areas already populated.  It 
will relieve pressure on existing 
urban areas too.  

 � Taking Advantage of 
Valuation of Assets Created.  
This is not new.  We all know 
when development takes place 
there is valuation in property.  
Who benefits from this? More 
often than not it is incidental 
and taken advantage off by 
land and property developers, a 
small enterprising community.  
Imagine a model where this 
valuation can be ploughed back 
into the project and also benefit 
the people around.  First the 

cost of the project is reduced, 
and can actually be at near 
zero cost to the government if 
carefully planned.  Next the 
population sees it as benefitting 
them and so they participate 
more enthusiastically, helping 
with early completion of the 
project rather than being an 
impediment. 

 � Societal Participation and 
Benefit Sharing.  This is 
linked with the valuation and 
returns from the project.  Many 
successful examples of societal 
participation exist related to 
infrastructural development.  
The Magarpatta City in Pune 
is a unique township project 
that belongs to the original 
landowners as shareholders. In 
Himachal some power projects 
have a different concept of 
sharing benefits, not just for 
those who were displaced but 
also those in the vicinity of the 
project area.  They get a small 
share from the earnings of 
the project on a regular basis, 
ensuring local support for the 
project. Each project demands 
its own novel approach to benefit 
sharing with the participation of 
the population, which is tailor 
made to the local needs and 
habits.

 � Public Private Participation.  
The method of execution 
envisaged is essentially 
of the EPC model, where 
concessionaires bid for a 
project, with the incentive being 
of contiguous areas offered 
to them for development and 
commercial use.  These will 
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give returns in four to five 
years which will meet their 
investment cost.  It is better than 
waiting for 20 years collecting 
toll to make good the loans 
taken for a project.  While 
the concessionaire utilizes 
valuation in a pattern that is part 
of a larger plan for the area, he 
also shares this with more and 
actually adds more value to the 
whole system. It will be a win-
win situation.

 � Facilitation by the 
Government.  The SG approach 
requires the Government to 
participate as a facilitator and 
nothing more.  The first step is to 
recognize the merits of a multi-
sector approach to infrastructure 
and conceive projects which 
may be predominantly one 
sector but carry with them 
smaller packages of other 
sectors. Implied in this is the 
ability to take decisions across 
ministries and give clearances 
at one point.  The method of 
implementation will also be 
peculiar to each project, the 
place and the local conditions. 
Single window clearances would 
therefore have to be the norm, 
supported by empowered teams 
that can help conceptualize 
and clear a project in the SG 
mould. Once this is done, the 
execution may be decentralized 
to specific states or regions.  
Help from the government will 
only be required for mid-course 
corrections where inescapable.  

From Concept to Reality

The SG idea has attracted interest 
across borders too, with a model 

catching the attention of two 
senators from California USA.  
On invitation, presentations were 
made and taken seriously by the 
Ministries in Rwanda and Ghana. 
Now after interaction with more in 
the government and industry, the 
various portions of the idea seem to 
come together as a more perceivable 
whole and the interest in the 
concept appears to have percolated 
to those on the ground who can help 
carry it out. Major Infrastructure 
Companies & Financial Institutions 
of international repute have felt it is 
quite a viable concept.  Luminaries 
in their respective fields be they 
political heads, bureaucrats, or 
icons in Industry, have responded 
positively to it seeing it as a means 
to address many of the problems we 
face in contemporary times.

The transition from concept to 
reality is never simple, especially 
for something as all-encompassing 
as multi-sectorial infrastructure 
growth. The requirement is to move 
from small to big, from project 
to project.  Each will be unique 
in itself depending on what the 
ground and the situation dictates. 
The method of both valuation and 
value addition needs expertise 
and imagination, something in 
which Dr. Sekhar and his team has 
invested substantially. 

In any interaction with Dr Sekhar 
he will never fail to surprise you 
with his simple ideas of value 
addition even to existing ongoing 
projects.  It stems from a multi-
faceted approach to infrastructure, 
quite different from developing 
just roads or highways or railways 
as separate entities for a limited 

purpose. His enthusiasm to promote 
the idea of Secured Governance 
is driven by a dream of holistic 
development in the country and 
a conviction that the country’s 
potential is grossly underutilized 
and this needs to change. I do hope 
this change comes about in more 
ways than one and soon.

View expressed here are personal

Lt Gen S Ravi Shankar, PVSM,VSM  passed 
out of the National Defence Academy with 
the Presidents Gold Medal for all round 
performance and was commissioned into 
the Corps of Engineers, who provide 
infrastructural engineering support to 
the army.  As Company Commander in 
support of operations on the Siachen 
Glacier he was awarded the Gen Harkirat 
Singh Gold Medal for innovation in the 
field. He commanded an Engineer Brigade 
and later was Chief Engineer Eastern 
Command where he was awarded a VSM.

The General has a wide exposure 
on various staff and instructional 
appointments including Colonel in-
charge Administration of a Division in 
Counter Insurgency Operations, Deputy 
Military Secretary, as Commandant of the 
Selection Centre at Allahabad and ADG 
Financial Planning at Army HQ.  

His has had instructional tenures in the 
Indian Military Academy, Dehradun, the 
Bridging Wing at the College of Military 
Engineering, Pune and at the Defence 
Services Staff College, Wellington. He was 
also selected as Additional Chief Engineer 
at the UN Mission(Somalia). 

He retired from the Army in Dec 2012, 
as DG Border Roads, and was awarded 
the PVSM during the tenure.  He is now 
with ICT in Delhi, an infra consultancy 
company with an international foot 
print.

Secured Governance
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Why can’t we make 
dried Anjeer in 
India rather than 

importing it from Saudi? How 
to overcome the problem of 
scarcity of water affecting crop 
growth? How to make kids eat 
foods which they don’t like? 
And many more questions like 
these wandered in Dr. Mrs. Jyoti 
Dashrathi’s mind which gave 
Birth to Burlyfield Biotech-a 
food processing unit based in 
Aurangabad.

Dr. Jyoti Dashrathi, Director of 
Rucha group of Industries has 
always been very innovative 
and constructive mind. Her 
passion for business and 

Dr.  Jyoti Dashrathi, Director, Rucha Group of Industries

her strong desire to create 
something unique has led her to 
choose a slightly different path 
from others. After completing 
her M. A, B. Ed degree she 
took up a job as a Professor 
at the Marathwada University 
while supporting her husband 
in Business and grooming her 
skills. With no intention of 
joining business her destiny 
diverted her to join Rucha 
Engineers Pvt Ltd in 1993. She 
was the one who took charge of 
most of the departments of the 
old units, when a new unit was 
to be opened. She could happily 
manage all the departments of 
the old company like accounts, 
Stores, Production and others 

along with balancing her 
household responsibilities. 
Dr. Jyoti not only balanced 
her multiple responsibilities 
of being a Mother, a Wife, a 
housemaker and a Director 
but also fulfilled her dream of 
achieving a PhD in Sanskrit 
on Vishnu-sahastranaam in 
2003. Her multitasking abilities 
enabled her to equally enjoy 
life, see her kids grow up along 
with managing many units of 
the company and her Ph.D. 

She also looked after the house-
owned farms and changed the 
way of mainstream farming 
by implementing then modern 
concepts of drip irrigation, 

Women Enterpreneurs
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water harvesting system, 
solar dryer etc.  She also 
intelligently changed the crop 
system by sowing crops (like 
Mango, Indian Gooseberry-
Amla, Fig-Anjeer) which need 
comparatively less quantity of 
water but give high yield.  

Figs were produced in tones 
but the drawback was, they 
were of a different variety 
which held no market value 
when surveyed. Why can’t 
we make dried Anjeer here 
in our country? This question 
inspired Dr. Jyoti Dashrathi to 
anchor an independent unit. 
Burlyfield Biotech took birth 
in 2009 as a food processing 
unit where dehydrated fruit and 
vegetable powders are produced 
completely, from farm to fork. 
Initially, she tried all sorts of 
methods of drying like solar 
drying, open air drying and all 
sorts of techniques like Sulphur 
spraying, pectin spraying etc. 
These methods and techniques 
did not yield satisfactory 
results. Even internet was of no 
great help as drying of Anjeer 
was completely a novel idea. 
This lady rightly proved that the 
‘knowledge gained at any phase 
of life does not go in vain’’. 
Confident on her engineering 
experience, she got designed 

a new dryer which converted 
fresh Fig fruit to powdered form 
successfully. It was and is still 
marketed under the brand name 
‘Funcho’. Dehydration of Anjeer 
was a step towards innovation 
which was followed by drying of 
all possible fruits and vegetables 
to produce powders of Amla, 
Garlic, Ginger, Onion, Mint, 
Tulsi etc. which are marketed 
under the brand name ‘Gio’. 
Gio also comprises of a wide 
range of Instant food mixes like 
Instant Anjeer-Ragi milkshake, 
Instant Sprout paratha mix, 
Instant Pani-puri Mix, Instant 
Ragi Malt which are developed 
focusing on nutrition and health. 
All the products to be developed 
are firstly researched thoroughly 
along with their scientific, 
physiological importance and 
effects. These are then processed 
according to the set SOP under 
hygienic conditions, are tested 
in the in-house laboratory and 
are then packed and marketed 
by Burlyfield Biotech. 

Dr. Jyoti specifically points out 
that when going through all this 
learning process, marketing was 
a key and the most difficult part 
of business. Different products 
have different responses in the 
B2B and B2C market depending 
on which various marketing 

strategies are developed by her 
and her team which are working 
effectively and capturing the 
local and metro markets at a 
fast pace. Protecting intellectual 
property is equally an important 
part of business. Burlyfield 
Biotech has a patent in line for 
the innovative and novel process 
of dehydration of Anjeer to 
powdered form. Dr. Dashrathi 
encourages all the girls and 
ladies irrespective of their ages 
to take a step forward towards 
building their own enterprise, 
have faith in their idea and move 
ahead towards success. Inspired 
by her, the younger generation 
has also chosen to walk in her 
footsteps. Her Daughter-in-
law Mrs. Radhika Dashrathi, a 
Biotechnologist by profession 
hopes to pave a research path 
for Burlyfield Biotech and add a 
new horizon to it taking it new 
a height..

       Courtesy :    

Women Enterpreneurs
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Ms. Nilima Shishir Biote, Executive Director,  
Rachana Construction Co. (Nagpur) Pvt. Ltd., Nagpur

Nilima Diote hails 
from the taluka of 
Deoli in Wardha 

District.  Born to simple parents 
she had three siblings and grew 
up in a middle class family. 
Notwithstanding the social 
status of the family her parents 
although agriculturists, never 
underestimated the importance 
of education, values and culture. 
At a time when girls were 
differentiated from boys, her 
parents gave her the freedom 
to learn and grow fearlessly 
as a confident girl. Post her 
basic education in Wardha 
she pursued her graduation 
(B.Tech)  from Nagpur and  
went on to complete Diploma 
in Business Management. 

 Later, she got married to 
Mr. Shishir Diote, who by 
qualification was a Civil 
Engineer and employed in 
a Construction Company, 
but always dreamt of doing 
something of his own.  When 
the right opportunity came, he 
developed his own consultancy 
where Nilima started assisting 
him.  The turning point for them 
to enter into the Real Estate 
Business was the fact that they 

didnt have a family house. 
When they started constructing 
one, the sheer pain and trouble 
that one had to go through was 
alarming. That was the moment 
when her husband decided to 
enter the fray of constructing 
and develop homes for the 
middle income as well as low 
income category. 

After that there was no 
turning back. With sheer grit, 
determination and concern for 
people, the duo increased their 
scope of work and gradually 
set up Rachana Constructions. 
Today the company is a 
household name known for 
its quality of construction 

and the comfort of people. 
Over the last decade and half 
the company has completed 
over 100 civil construction 
projects of various nature. 
This includes 30 residential 
and commercial complexes 
as well as 3 ventures at Pune. 
Notwithstanding the immense 
odds, the company  has always 
ensured timely completion of 
projects.  This success is based 
on a very careful distribution 
of the job between Nilima and 
her husband. Whilst he in the 
capacity of Managing Director 
looks after the management 
policies, finance, tax planning,  
execution, land acquisition, 
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legalities etc., she as the 
Exeutive Director takes care 
of the Administrative aspects 
which include Purchase, 
Marketing, HR and day to day 
logistic arrangements. 

Her company also intends 
focusing on Affordable 
Housing also as well as 
senior citizens home which 
incidentally is a personal goal 
for Nilima. Her parent company 
is also diversifying into agro-
industry by introducing hi-tech, 
mechanised and high-density 
farming aiming for quality 
agro products, by products and 
keeping exports in mind.

She relates the secret mantra 
of her success to passion for 
growth oriented development 
backed by a die hard attitude 
and diligence. Real Estate 
business is an activity where 
day to day decisions mean a 
lot and huge amount of effort 
and energy is required for 
handling resources at hand. 
The other important mantra is 
not to compromise on quantity, 
quality  and schedule  whilst 
maintaining the highest levels 
of transparency which helps in 
gaining faith of the people. She 
likes to take every day as a new 
day with need based works to 
be carried out on priority.  

Nilima firmly disagrees 
with gender discrimination. 
According to her women are 
parallel with men in all aspects.  
She advices that women should 
be fearless and should extract 
their inner passion to the best 
of their ability which would 
obviously lead them to growth 
and enable them to nurture and 
raise fine children in the future.

For her, family is as important 
as her profession. Depsite 
the rigours of this business, 
she ensures adequate time 
for her family and personal 
development. She was blessed 
with a son in 1990 and she 
managed both, home affairs as 
well as office work with elan. 
Her son Raunak, since then has 
grown to be a fine gentleman 
and is an architect himself. He 
has joined the company and 
is ready to take on the mantle 
from here onwards having had 
adequate exposure in Mumbai 
and Dubai. 

On the personal front she is 
a philantrohist to the core 
and has deep regard to the 
underprevileged. Nilima 
sponsors over ten under 
previleged children and 
ensures their upbringing and 
education. She finely balances  
between her hectic schedule 

at office and hobbies such as 
singing, photogrpahy and yoga. 
She takes out quality time 
for her health conditioning, 
Meditation, reading, cooking, 
or just going to her farm house 
to be close to nature. An avid 
traveller who has seen the 
world, she has a firm belief 
in the Indian culture and deep 
rootedness of our culture. For 
Nilima, spiritual growth is as 
important or probably even 
more important than material 
growth. 

She believes that all of us are 
here with some purpose and 
some aim. So why not make the 
most of it. While doing this she 
professes to do it with panache, 
confidence and passion. She 
exudes all women to embrace 
life and live it to the fullest 

Courtesy : 
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