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Climate Change: Not Vision, Not Plan

The National Action Plan on Climate Change is only half a beginning that is neither fully vision nor plan.

The long-awaited National Action Plan on Climate Change 
(NAPCC) is an important landmark in the climate change 
debate in India. It is not, however, an adequate response to 

the scale of the challenge. 
This cannot have been an easy plan to write.  India has faced 

considerable, and largely unfair, pressure from the industrialised 
world to take action for a problem substantially created by them. 
At the same time, India has much to lose from a changing climate, 
and much to gain for climate and non-climate reasons from  
enhancing the ecological sustainability of our development path. 
The plan’s circumspect approach reflects these constraints. The 
NAPCC starts with an important commitment to re-direct growth 
objectives toward ecological sustainability, but provides a mixed 
bag of measures through which to do so. As a result, the NAPCC 
document is neither fully vision nor plan. And it fails to grapple 
squarely with the international deadlock in the climate arena, 
without which India’s future security cannot be assured.

Despite these drawbacks, simply having such a plan is signifi-
cant for climate related debates in India. The NAPCC is rooted in 
the science-based conclusions of the Intergovernmental Panel on 
Climate Change that climate change is indeed a global challenge, 
and that India faces potentially serious impacts. These include water 
scarcity due to glacial melt; declines in food production due to 
monsoon variability; increased potential for spread of disease; and 
heightened vulnerability to cyclones, floods, droughts, and coastal 
flooding. Indeed, India is among the nations most vulnerable to 
negative climate impacts. In its acceptance of this reality, the 
NAPCC suggests a possible break from the recent past of down-
grading attention to climate in national policymaking. For exam-
ple, the Integrated Energy Policy addressed climate change in the 
last section of its last chapter and climate failed to win even a men-
tion in the Terms of Reference of the Working Group on Power for 
the Eleventh Plan. The NAPCC, it must be hoped, will limit the in-
fluence of any lingering climate sceptics and stimulate the deeper 
integration of climate considerations into national policy.

The plan’s authors have provided some direction on how to 
achieve this integration. They suggest identifying measures 
that promote development objectives even while yielding  
“co-benefits” for addressing climate change. More evocatively, 
they call for a “qualitative change” in economic growth toward 
ecological sustainability.

This formulation could have been an invitation to a visionary 
rethinking of the links between ecology and development. Instead, 
the plan adopts a rather pedestrian interpretation, organised 
around eight “Missions” covering both mitigation of greenhouse 
gases, and adaptation to the impacts of climate change. Whether 
“Missions” will remain hostage to host ministries or truly encour-
age creative issue-linkages beyond government agencies remains 
to be seen. 

The NAPCC’s specific proposals fall into three categories. First, 
there are some bold new ideas, such as increasing the contribution 
of solar energy, but the details of how this would be accomplished 
are thin. Second, and more typical, are efforts to expand and 
deepen existing approaches, such as a renewed thrust on energy 
efficiency, an effort to promote integrated water resource manage-
ment, and a focus on restoring degraded forest land. Here the 
devil lies in the details. The most forward looking and concrete 
measures lie in the area of energy efficiency, such as mandated 
reductions in consumption from facilities in energy consuming 
industries, a new building code, and improved urban planning. 
Third, much of the plan is simply old wine in new bottles, such as 
use of joint forest management committees to “green India”. Some 
of these proposals are wine that has long since gone sour, such as 
reform of electricity and fertiliser subsidies for farmers. 

The greater shortcoming is the failure of the NAPCC to articulate 
a vision, nationally or globally. While espousing a qualitative shift 
towards ecologically sustainable growth, the plan fails to develop, 
or even explore, a compelling vision of future development. Is it 
feasible, for example, for India to shift to a decentralised and re-
newable energy system organised around energy services, and 
how? How does climate change relate to energy security, a loom-
ing issue at a time when oil prices are at historical highs? Should 
government policies support Indian industries to build a competitive 
advantage in areas relevant to an increasingly carbon constrained 
world, and if so, how? The plan is silent on all these issues.

Part of the problem rests in an inadequate analytical founda-
tion. The NAPCC’S technical document refers to the Integrated 
Energy Policy and a slew of earlier policies and regulations as its 
base. How can a truly new approach be devised on the back of 
documents that either ignored or downgraded climate change as 
a consideration? In addition, given the long-term significance of 
the issue, the plan may have benefited from a more transparent 
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Sahara, a Tougher Nut to Crack

The Reserve Bank of India’s action against Sahara was long overdue, but will the central bank succeed?

No matter how deftly one marshals myriad arguments in 
defence of the Residuary Non-Banking Companies 
(RNBCs), Sahara and Peerless, that they are anachronisms 

in our financial system today would be difficult to dismiss. Over the 
past two decades, these companies have grown into large conglom-
erates, spreading out into a wide variety of ventures such as real 
estate, housing, hotels, hospitality, media, healthcare, life insur-
ance and mutual funds. Paradoxically, this branching out, in a way, 
is the outcome of regulatory indulgence. Initially, the RNBCs were 
required to invest 80 per cent of their deposits in gilt edged and 
trustee securities. To compensate the companies for the low yields 
from such securities, the Reserve Bank of India (RBI) had allowed 
them a “discretionary quota” within which the owners were free to 
invest in any venture of their choice. It was this carte blanche that 
proved amenable to misuse. Little wonder that the owners of these 
RNBCs, small-time operators not that long ago, have now blos-
somed into industrial celebrities with deep political entanglements 
and are brazen enough to challenge regulatory command.

True, the discretionary quota has been abolished, but the remedy 
has been a bit too late in arriving. The question is why the RBI re-
mained a silent spectator for so many years when these companies 
were branching out recklessly into completely unrelated spheres. 
The umbilical cord must be severed, for otherwise the subsidiary 
non-financial entities, some of them bleeding profusely, may con-
tinue to pose a threat to the viability of the parent companies. Be 
that as it may, several other worries continue to haunt the regulators. 

The RNBCs are now required to invest all their deposits in gilt 
edged and government guaranteed securities. The expectation is that 
this regulatory pressure would put a squeeze on profits and force 
them to change their business model. This is not happening. Why? 
It appears that the companies concerned have been rather lax, 
maybe even careless, in maintaining proper records of depositors, 
with the result that 20-25 per cent of their depositors are non-
traceable. Updating old records now seems to be impossible. If a large 
proportion of the depositors remain non-traceable, as seems to be 
the case, the regulatory authorities would be keen that there is no 
large-scale fraud and manipulation as far as these unpaid deposits are 
concerned. The worries of the RBI are therefore justified. Arguably, 
the best course for the central bank would be to segregate the entire 

unpaid deposits linked to the untraceable depositors in a separate 
trust and assure payment as and when the depositors turn up. Ad-
ditionally, deposits overdue for two years could be transferred to the 
trust every year. This would remove a blot on the financial system.

The task may not be easy to achieve. The RBI would have to 
contend with strong political lobbies favouring the continuance of 
the RNBCs ostensibly on the ground that they collect deposits from 
millions of small savers in rural and semi-urban centres – a service 
that is unique and therefore deserving of regulatory indulgence. 
Further, it is argued that if the operations of the RNBCs are choked, 
the sufferers would be not only the small depositors but also the 
thousands of low-income field staff deployed in their collection 
drives. This is what weighed with the RBI initially, when decades 
ago it issued licences to these entities. But there has been a funda-
mental change in the financial scenario since then. Rural and semi-
urban India, the main bases of operation of the two RNBCs in ques-
tion, now have many avenues of savings open to them. Also, the 
volume of deposits collected by the RNBCs is marginal compared 
with what is annually garnered by established institutions that 
have extended their network in rural and semi-urban centres. 
Clearly, as the operations of the RNBCs have unfolded, the plea for 
regulatory forbearance can no longer be sustained. If the owners 
are pleading for a longer lease of life from the regulator, it may be 
only to protect the empires that they have built for themselves. 

In overextending itself into a number of areas, Sahara raised 
many regulatory concerns. What the RBI is now trying to do is to 
make the company end its deposit-taking activities and separate 
its non-financial from financial activities. This is a well-conceived 
move that will help guard against financial instability.

The RBI action has been long overdue. In fact, more than a dec-
ade ago, when Peerless was in distress, timely regulatory inter-
vention saved the institution from certain collapse. That was by 
no means a smooth operation. An independent board took con-
trol of the affairs of the company. More than two dozen subsidi-
ary companies, created out of the discretionary quota funds and 
almost all of them bleeding, had to be wound up. The Peerless 
board could succeed because there was cooperation from the 
owners as well as close surveillance by the RBI. Sahara, by all ac-
counts, is a tougher nut to crack. Will the same medicine work? 

process, with scope for businesses, NGOs and citizens’ organisa-
tions to express their views and insights.

Globally, the plan represented an opportunity to make a forceful 
yet constructive intervention to break the deadlock between the 
industrialised and developing countries at the international climate 
negotiations.  The NAPCC reiterates the government’s current posi-
tion that India will restrict its per capita emissions to the average 
per capita emissions of the developed world. This is unlikely to 
help break the deadlock.  On the back of a more vigorous NAPCC, 
the government could have urged the industrialised world to  

demonstrate their serious intent to domestic action, consistent 
with the principle of “common but differentiated responsibility”. 
The specifics of doing so will have to be worked out at the bargain-
ing table. But the plan could be clearer on the larger objective.

The framers of the NAPCC are clear that this is a document 
that will “continue to evolve”. As a marker in the debate and a 
discussion starter, the document is an important first step. As a plan 
and even more as a vision, the NAPCC falls far short. It will indeed 
need to evolve in the direction of robust implementation, a broader 
national vision, and a more engaged international perspective.


