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The CM’s protest against the L-G raises
key issues that must be resolved early

Minister V. Narayanasamy and Lt. Governor Ki-

ran Bedi has been more serious than those in the
past. Mr. Narayanasamy sat in protest for six days, be-
fore the two could meet to hold talks to resolve a set of
issues he raised in a letter earlier this month. He has
been opposing what he calls Ms. Bedi’s “high-handed-
ness” and tendency to interfere in the administration.
The two have had differences on many issues over the
last two years. Such problems are an obvious conse-
quence of the political structure of Union Territories, in
which the Administrator, as the nominee of the Presi-
dent, enjoys powers superior to the Chief Minister and
the Council of Ministers. The trigger for the latest stand-
off seems to have been Ms. Bedi’s move to enforce the
rule for two-wheeler riders to wear helmets. While the
Chief Minister believes it can be enforced only after
raising awareness, Ms. Bedi wants it implemented im-
mediately. However, the Chief Minister insists that his
protest has nothing to do with this. He lists the blocking
of welfare schemes such as the free rice scheme and en-
hanced scholarship for Scheduled Caste students,
among other actions of the L-G, as the real issues. Wha-
tever be the origin of this conflict, the sight of a Chief
Minister on an indefinite dharna is not seemly. It could
not have gone on indefinitely, and the fact that a dia-
logue was formally initiated, albeit after much delay, is
a welcome development.

Central to the conflict is the question whether Ms.
Bedi is acting within her powers or exceeding her brief
in seeking to play a proactive role in the affairs of the
Union Territory. Under the Constitution, the territory
belongs to the President, who runs it through the L-G as
Administrator. However, under Section 44 of the Union
Territories Act, 1963, the Administrator has to act on
the ‘aid and advice’ of the Council of Ministers. At the
same time, any difference of opinion between them can
be referred to the President, and in the meantime the
Administrator’s action prevails on any urgent matter.
This scheme, which gives a clear edge to the Centre,
can work only if there is harmony between the Council
and the L-G. It would be unfortunate if individuals occu-
pying Raj Nivas in any Union Territory with a Legislative
Assembly get carried away and ignore or undermine
the elected body. Last year, ruling on the limits of the
L-G’s powers in Delhi, the Supreme Court stressed the
need for the L-G as well as people’s representatives to
“function in harmony within constitutional parame-
ters”. The L-G was cautioned against having a hostile at-
titude towards the Ministers. There is no reason why
that principle cannot be extended to Puducherry,
which has a longer record of elected governments.

The bane in Spain
Snap elections could deepen
fissures in its fragmented polity

The snap poll called for April 28 by Spain’s minor-

This round of conflict between Puducherry Chief

ity Socialist Party government could deepen the
fissures in the fragmented polity. The new anti-
immigrant Vox party, which made inroads in December
in Andalusia, Spain’s most populous region, is the latest
addition to the smaller formations that can hold the ba-
lance in a future coalition. The stability of the short-
lived government of Prime Minister Pedro Sanchez,
whose fall has triggered the third general election since
late 2015, had been under threat from the start. It was
propped up last June by Catalan separatist parties,
which were bound to turn into a liability for Mr. San-
chez. For the governing Socialist Party has, no less than
the conservative People’s Party, consistently regarded
the Catalonian demand for separation as a violation of
the integrity of the Spanish union. The previous centre-
right government took a hard line on the separatist
cause: it dissolved the regional parliament and imposed
rule from Madrid following the October 2017 referen-
dum and the unilateral declaration of independence.
But Mr. Sanchez’s efforts to renew a political dialogue
have proved futile in the face of the volatility. Last
year’s commemorations marking Catalonia’s national
day and the first anniversary of the controversial 2017
plebiscite saw large turnouts at separatist protests.
Meanwhile, a recent government proposal to appoint a
rapporteur to negotiate with the secessionists has been
condemned as a betrayal by the conservatives. The an-
ti-government protests drew large crowds championing
a united Spain and demands to vote out the Socialists.
A trial that started last week against the masterminds
of the 2017 referendum is the latest flashpoint. Many of
the defendants appearing before the Supreme Court
were part of the regional Catalan government and face
long prison terms if convicted. The trial has sealed any
hope of the Socialist government conceding its coali-
tion Catalan allies” demand for a referendum on state-
hood. Within days, the separatists hit back, voting
down the national budget, alongside the Opposition
conservatives whom Mr. Sanchez unseated in June.
Whereas prolonged instability has marred Spanish pol-
itics in recent years, the country had so far seemed im-
mune to the populist surge spreading across the rest of
the European Union. The entry of the extreme right
Vox party to the Andalusian legislature has unsettled
that status quo. The Socialists are expected to emerge as
the single largest party in April, but well short of a clear
majority. The two centre-right parties are also unlikely
to muster enough numbers to form a government on
their own. Opinion polls indicate that Vox could have a
significant presence in the next parliament and be in a
position to play kingmaker. This is not an attractive
prospect for either the majority of moderates or the Ca-
talan separatists. Spain needs stability at any cost today.

Not without an explanation

Judges must give their reasons in writing for recusing themselves from specific cases

SUHRITH PARTHASARATHY

en must a judge disqual-
ify herself from hearing a
case? Must decisions of

this gravity be left to the wisdom
of individual judges? Under what
circumstances does a decision of
recusal transgress a judge’s gener-
al responsibility to sit and deliver
impartial justice? Should not a
judge who disqualifies herself be
compelled to deliver an order ex-
plaining her reasons for recusal?

Cases at hand

These questions have been
brought to sharp focus with a rash
of recusals made by judges of the
Supreme Court over the course of
the last few weeks. In one case
alone — challenging the appoint-
ment of M. Nageswara Rao as inte-
rim director of the Central Bureau
of Investigation — three judges re-
cused themselves. First Chief Jus-
tice Ranjan Gogoi disqualified
himself, purportedly because he
was set to be a part of the selection
committee tasked with choosing a
new CBI Director. He then as-
signed a bench presided by Justice
A.K. Sikri to hear the case. But Jus-
tice Sikri too recused, on grounds,
one assumes, that he was part of a
panel that removed the previous
CBI Director Alok Verma from his
post. Next, Justice N.V. Ramana re-
cused himself for apparently per-
sonal reasons. “Nageswara Rao is
from my home state and I have at-
tended his daughter’s wedding,”
he told the petitioner’s counsel.

However, none of these orders of
recusals was made in writing, and,
by themselves, the professed oral
reasons for the decisions do not
quite point to why the judges
ought to have thought themselves
incapacitated.

The recusals in the CBI case we-
ren’t the only ones to make the
news. Last month Justice U.U. Lalit
recused himself from hearing the
dispute over land in Ayodhya after
senior advocate Rajeev Dhavan
pointed out that the judge had ap-
peared for former Uttar Pradesh
Chief Minister Kalyan Singh in a re-
lated contest. Although Mr. Dha-
van said he had no specific objec-
tion to Justice Lalit continuing to
hear the case, the judge, the
court’s order notes, “expressed his
disinclination to participate in the
hearing any further.” But because
we don’t have a written order
specifically justifying the recusal,
it’s difficult to tell whether the dis-
qualification was really required.

Last September two judges of
the Gujarat High Court withdrew
from a set of controversial cases by
merely saying, “not before me.” Si-
milar orders were passed by three
judges of the Nagpur bench of the
Bombay High Court, who refused
to hear a plea filed by a lawyer Sat-
ish Uke concerning the death of
Judge B.H. Loya. Unsurprisingly,
though, none of the judges record-
ed their reasons in writing, allow-
ing, in the process, plenty of scope
for conjecture and surmise.

In taking oath of office, judges,
both of the Supreme Court and of
the high courts, promise to per-
form their duties, to deliver jus-
tice, “without fear or favour, affec-
tion or ill-will”. While “fear and
favour”, as Stephen Sedley, a
former judge of the Court of Ap-
peal of England and Wales, has
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written, are “enemies of indepen-
dence, which is a state of being”,
affection and ill-will “undermine
impartiality, which is a state of
mind”. The purpose of recusal,
Mr. Sedley added, is to underpin
these twin pillars of independence
and impartiality. A decision, there-
fore, on a demand for a judge’s dis-
qualification is an especially so-
lemn one. A gratuitous recusal,
much like a failure to recuse when
faced with genuine conflicts of in-
terest, traduces the rule of law. To
withdraw from a case merely be-
cause a party suggests that a judge
do so impairs judicial fairness. It
allows parties to cherry-pick a
bench of their choice.

Formulating rules

Given these implications, one can
be forgiven for thinking there ex-
ists a set of concrete rules that tell
us when a judge must recuse her-
self. But as T.R. Andhyarujina
wrote some years ago, what we
really have are different elucida-
tions of a principle against an ap-
prehension of bias. No doubt, in
some cases, prejudice is presumed
— for example, where a judge has
appeared for one of the litigants at
some stage in the same dispute.
It’s also by now an axiomatic rule
that no person should be a judge

The contractual functionary

Sanitation workers represent a wider phenomenon of exploitative contractual work

KRISHNA KUMAR

sent the bleaker side of In-

dia’s struggle to modernise its
cities. Last month, Kishan Lal, 37,
a sanitation worker, died inside an
underground drain in the nation’s
capital. Called to repair a blocked
drain in the Wazirabad area of Del-
hi, he had no safety kit with him.
The details of his death that have
appeared in newspapers make for
sordid reading: he died of asphyx-
iation. When he did not come out,
the police and fire department
were called. They could not find
him. It was the National Disaster
Response Force that found his bo-
dy after an eight-hour search. Re-
ports of deaths in similar circum-
stances appear regularly in the
local press in different cities. They
attract public attention for a day or
two, but fail to sustain it.

S ewage pipes and drains repre-

Caste and contract work

Reports identified Kishan Lal as a
‘contract worker’. The meaning of
this term has grown and the scope
of its use has greatly expanded ov-
er recent decades. Depending on
who your contractor is, you could
have a vastly different experience
of work under a contract. There
was a time when the term was

used only in the context of private
sector employment because the
government alone gave ‘perma-
nent’ appointments. Economic re-
forms introduced under liberalisa-
tion changed that.

From the early 1990s, govern-
ment jobs could also be given on
contract. Among sanitation work-
ers, thousands in each major city
are serving on contract. Few statis-
tics exist to guide us in the jungle
of norms and procedures govern-
ing contractual work. We also
don’t know the share of perma-
nent staff in the total sanitation
staff in the country. What we do
know for certain is the relation
between caste and contract work
in the sphere of sanitation. Sanita-
tion workers on contract mostly
belong to the Scheduled Caste (SC)
category. Surveys indicate a small
proportion of other castes in per-
manent sanitation staff. It is also
reported that these non-SC perma-
nent functionaries often get proxy
workers from SC backgrounds to
do the actual work. So, the bond
between caste and work continues
to be strong decades after B.R.
Ambedkar had analysed and high-
lighted it.

In the case of sanitation, con-
tract work means gross vulnerabil-
ity and exploitation. The terms of
contract are minimalist, and a con-
tractor feels free to enhance his
own share of the contract with im-
punity, by nibbling away the work-
er’s share. Though the govern-
ment is supposed to regulate the
functioning of this contract, it
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does not show much active inter-
est in doing so. It has been follow-
ing the general policy of privatisa-
tion as a matter of faith, without
putting in the effort it takes to
work out the details for different
sectors and departments. The
realisation that one solution does
not solve every problem is absent.
Such a realisation is also unpopu-
lar, especially among people who
present themselves as the gurus of
efficiency. A tacit pact guides their
relations with the bureaucracy.
Hardly any politician in office has
the time or the inclination to dis-
turb this pact and force both sides
— the efficiency gurus and the civil
servants — to take stock of diffe-
rent nooks and crannies of the vast
apparatus of the state. Decline in
efficiency and quality of different
services is quite apparent to the
public, but it is flatly denied by
political leaders, civil servants and
consultants.

Quuality takes a hit

They also deny the urgency of re-
viewing the working of the con-
tractual system in areas directly

in her own cause. But there are
cases where somebody else’s
cause becomes the judge’s own.

In disputes where a judge has a
financial interest in the litigation,
where a judge owns shares in a
company which is party to the
case, the fact of owning shares is,
in and of itself, considered a dis-
qualification. This rule is derived
from an 1852 House of Lords judg-
ment, which held that Lord Cot-
tenham ought not to have deli-
vered a verdict in a case where he
owned shares in one of the parties
to the litigation. The tenet here ap-
pears clear enough, but it’s today
muddled by the ubiquity of share-
holdings by judges and judges’ re-
latives — Mr. Sedley cites the exam-
ple of a 1980 appeal against Shell
and BP in which “the registrar of
civil appeals was unable to assem-
ble three judges who had no
shares in either defendant.” Inva-
riably, therefore, when a judge
owns shares in one of the litigants
what we expect is disclosure of the
fact, and if neither party objects
one might think it’s acceptable for
the judge to hear the case. But in
the absence of a well-defined rule
that helps establish a basic stan-
dard, a decision of this kind can
prove troubling somewhere down
the line.

The closest we’ve come in India
to carving out a definite rule was a
formulation made by Justice J.
Chelameswar in his opinion in Su-
preme Court Advocates-on-Record
Association v. Union of India (2015).
Here, the 99th constitutional
amendment was challenged, and a
claim was made seeking Justice J.S.
Khehar’s recusal. The plea was re-
jected, but Justice Chelameswar
attempted to establish something
akin to an elementary canon.
“Where a judge has a pecuniary in-

related to welfare, such as sanita-
tion, health and education. Little
attempt has been made to study
how contractual work has affected
reliability in the postal services,
railways and accounts. Even in
functions such as data gathering,
which are crucial for economic
planning and decisions, the con-
tractual workforce has proved de-
trimental to quality. In a paper pu-
blished in the Economic and
Political Weekly (February 15,
2014), Professor Sheila Bhalla
made this point with reference to
the use of contractual enumera-
tors in the National Sample Survey
Office.

In many spheres, contractual
appointments do not involve a
private contractor, but that makes
little difference to the quality of
work done. In education, for in-
stance, many State governments
have been hiring teachers on con-
tract. Their service conditions are
totally different from those serving
as permanent staff, yet they are ex-
pected to deliver higher quality in
teaching. The mantra upholding
this expectation is that contractual
teachers will work harder because
they are insecure. In State after
State, this mantra has not borne
fruit, but no one wants to acknow-
ledge that. Nor do governments
want to admit that contractual
work in professions such as teach-
ing discourages motivation to im-
prove one’s performance. The rea-
son is that contractual
functionaries see no definite pros-
pect of a career or future in the

terest, no further inquiry as to
whether there was a ‘real danger’
or ‘reasonable suspicion’ of bias is
required to be undertaken,” he
wrote. “But in other cases, such an
inquiry is required, and the rele-
vant test is the ‘real danger’ test.”

Even with this formulation,
what constitutes real danger of
bias remains a matter of construal.
And whether an individual judge
should be allowed to decide for
herself on pleas of recusal is equal-
ly a point of contention. Yet the
test does provide a plausible solu-
tion, so long as judges make their
choices by reducing their reasons
to writing. For when judges
choose without a rational motive,
without expressing their decisions
in writing, they hurt the very idea
of judicial rectitude.

Equally destructive

Ultimately, a mistaken case of re-
cusal can prove just as destructive
to rule of law as those cases where
a judge refuses a recusal despite
the existence of bias. We mustn’t
allow recusals to be used as a tool
to manoeuvre justice, as a means
to picking benches of a party’s
choice, and as an instrument to
evade judicial work. As the Consti-
tutional Court of South Africa
held, in 1999, “the nature of the
judicial function involves the per-
formance of difficult and at times
unpleasant tasks,” and to that end
judicial officers “must resist all
manner of pressure, regardless of
where it comes from. This is the
constitutional duty common to all
judicial officers. If they deviate,
the independence of the judiciary
would be undermined, and in
turn, the Constitution itself.”

Suhrith Parthasarathy is an advocate
practising at the Madras High Court

same profession. Also, their wage
is much too small to sustain the
growth of substantial professional
commitment.

The case of sanitation workers
on contract is worse. They work
for small-time contractors who
have absolutely no idea of the role
of a sanitation worker. The con-
tractor feels free to exploit the
worker, conveniently hopping ov-
er whatever barriers and checks,
including digital devices, that the
government attempts to use for
providing financial security to the
worker. The government — in the
case of sanitation, it is often the
municipality — shows little sus-
tained interest in imposing strin-
gent norms for provision of equip-
ment, including those for safety,
necessary for sewer cleaning. As
for training, no one seems to be-
lieve that sanitation involves com-
plex work, requiring both know-
ledge and training. Such a thought
is fully precluded by the strong
and enduring bond that exists bet-
ween caste and sanitation. Sanita-
tion campaigns do not articulate
an acknowledgement of the rela-
tionship between the caste system
and cleaning jobs. An ideological
barrier prevents such articulation.
The media too does not highlight
the connection between caste and
cleaning. That is why whenever
sanitation workers die in under-
ground drains, the news simply
passes into unsorted history.

Krishna Kumar is a former director of the
NCERT
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No cover

The decision to withdraw
state security cover to
separatist leaders in
Kashmir, which the Home
Minister referred to
obliquely as “acting against
those who get money from
across the border and are
hand in glove with
Pakistan’s ISI”, is a step in
the right direction (Page 1,
“J&K administration
withdraws security to
separatist leaders”,
February 18). The money
saved should be utilised for
the welfare of ordinary
Kashmiris. Separatist
leaders have been enjoying
the best of both worlds.
This is also the time for the
cover of all protected
persons, including
mainstream and separatist
leaders, to be reviewed.

C.G. KURIAKOSE,
Kothamangalam, Kerala

= A number of steps may
have been taken after the

Pulwama terror attack. But out will be strike are unfortunate. The
what we need to do, most of counterproductive and very idea of India is one that
all, is to address the core deepen the alienation. is rooted firmly in its

issue: why is it that the
educated Kashmiri youth is
being drawn to terror?
Kashmir, a festering wound,
needs a multi-pronged
strategy that can prove
effective.

SANGEETA KAMPANI,
New Delhi

= In an atmosphere of
heightened emotions, one
would tend to applaud the
decision. But this is a case of
emotions overtaking
judicious reasoning. So long
as separatist leaders
continue to be Indian
subjects and as long as the
perception of a threat to
their lives remains, it is
incumbent on the
government to provide them
adequate protection. At a
time when proactive steps
are needed to win over the
Kashmiri mainstream, arm-
twisting instead of reaching

AYYASSERI RAVEENDRANATH,
Aranmula, Kerala

m [t is clear that neither the
U.S. nor China can influence
Pakistan so that it turns over
anew leaf as long as the state
is controlled by the all
powerful Pakistan Army. The
peace overtures made so far
by the deep state seem to be
an eyewash. To add to this is
the attitude of the leaders of
various political parties in
the Kashmir Valley who do
not seem sincere about
ending terrorism. The
numerous separatist outfits
too have their own agenda.
Ultimately it is innocent
civilians who are paying the
price.

A. MICHAEL DHANARA]J,
Coimbatore

m Reports of Kashmiri
students facing intimidation
following the Pulwama terror

pluralistic character and
liberal and secular outlook.
What binds Kashmir to India
is not a military force or a
political pact signed decades
ago, but the un-selfconscious
movement of people from
Jammu and Kashmir to other
parts of the country in
search of jobs and better
opportunities. It stems from
the idea of India that they
can find a home anywhere in
the country. We should not
let this idea of India be
besieged by forces inimical
to the unity and integrity of
the country. It is incumbent
upon the administration,
civil and political leadership
to maintain peace.

M. JEYARAM,
Sholavandan, Tamil Nadu

Verified

The Readers’ Editor’s
column (OpEd page,
February 18) and the former

RE, K. Narayanan’s column,
“Venturesome, vainglorious”
(April 13, 2009), prove that
The Hindu is still guided by
the principles laid down in
the very first editorial titled
“Ourselves” (September 20,
1878): “The principles that
we propose to be guided by
are simply those of fairness
and justice...” I am reminded
of the time when I had sent
my article, “Learning from
the birds”, to be published in
the Open Page. I was asked
about the veracity of the
accompanying photograph,
of a sunbird which had built
its nest from a hook on the
ceiling of our verandah,
feeding its nestlings. The
article/photograph were
published on May 12, 2015
only after the picture was
found to be authentic.

SUKUMARAN C.V.,
Palakkad, Kerala

Immigration debate
In the U.S., the basic
institutions that make up a

successful democracy have
been compromised for sheer
political gains, and this is
sure to have multitudinous
ramifications (Editorial,
“Strange emergency”,
February 18). If the
exorbitant amount of money
that could be set apart to
splurge on “the Wall” is
channelled towards
affordable and quality
education to the children of
immigrants, they could
metamorphose from “drug
dealers” to becoming
indispensable assets of
America.

There is no doubt that U.S.
President Donald Trump
needs to enlighten himself
about immigrants having
played a paramount role in
helping the U.S. become a
superpower and
engendering “the American
dream”.

JACOB J. PUTHENVEETTIL,
Chennai

MORE LETTERS ONLINE:
www.hindu.com/opinion/letters/
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[ndia’s options after Pulwama

India would do better than Pakistan in a conventional war, but it may or may not remain conventional

HAPPYMON JACOB

The deadly terror attack against a
Central Reserve Police Force (CRPF)
convoy in South Kashmir’s Pulwama
district, which was orchestrated by a
Jaish-e-Mohammad (JeM) suicide
bomber, Adil Ahmad Dar, 22, has
once again brought nuclear-armed
India and Pakistan close to a poten-
tial armed confrontation. There are
widespread calls to respond to the at-
tack which killed 40 CRPF person-
nel. The question, however, is how.
The general election may complicate
the answer to this question. The BJP
leadership knows that if it plays its
cards well, it might stand a chance to
form the next government. If it bun-
gles, that chance would become
weak. This makes the situation far
more dangerous in terms of payoff
structures and associated risks.

Pakistan needs to act

So far, Pakistan’s response to the at-
tack has been a blanket and unhelp-
ful denial. Prime Minister Imran
Khan has chosen to be quiet about it
despite the seething anger in India,
even as his Ministers are issuing un-
convincing denials. Pakistan needs
to stop issuing denials and start act-
ing. Let us be clear: the JeM’s leaders
are roaming about freely in Pakistan.
This is unacceptable. They must be
taken to task immediately and there
should be a clampdown on other ter-
ror organisations as an emergency
measure. The Pakistani establish-
ment’s usual answers — ‘we will
come to them eventually’ or ‘we are
also already fighting them’ — won’t
cut ice any more. If Pakistan truly de-
sires peace with India, it needs to
play its part honestly. Pakistan
should realise that it would be doing
a favour to its citizens by cracking
down on terror organisations that
are thriving on their soil. And why
has Pakistan still not invited India’s
National Investigation Agency to in-
vestigate the Pathankot terror attack
even though India had allowed the
visit of the Pakistani team to Pathan-
kot in 2016? Pakistan needs to take
action against the terror elements on
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Pay people for data

Imagining a future in which we can
remunerate people for their
contributions to the digital economy

ANIL K. ANTONY & ANKUR PRASAD
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"How is it that a plan to carry out such a major attack on a national hlghway ina
troubled State went undetected?” Security forces after a gunbattle with
militants in Pinglan, Pulwama district, south Kashmir. =pri

its soil, now.

Having said that, let’s face some
facts: Dar was a local Kashmiri boy,
the vehicle used in the attack was lo-
cal, we do not yet know the source of
the explosive, and there is a raging
insurgency in Kashmir today. Don’t
these facts tell us that New Delhi’s
Kashmir policy has been a failure?
That it has been unable to calm tem-
pers in Kashmir in the past four and a
half years? If so, we must ask the diffi-
cult but important question: How did
we get to where we are today in Kash-
mir? Here is some perspective: While
in 2013, only six local Kashmiris had
joined the ranks of militancy, last
year, the figure was close to 200; bet-
ween 2014 and 2018, ceasefire viola-
tions increased five times; between
2015 and 2018, the increase in infil-
tration attempts more than doubled;
and, terrorist-related violence in the
Valley has spiked drastically over the
past five years.

Despite all this, the government
was hardly keen to initiate a serious
dialogue process with the Kashmiri
dissidents. The BJP-PDP govern-
ment, which fell last year, ensured
that the so-called soft separatist
space was given away to militants,
and the use of aggressive tactics
turned south Kashmir’s popular opi-
nion against India. Make no mistake:
India finds itself in a bind in Kashmir,
and it will take a great deal of politi-
cal sophistication, backchannel
reaching out, and comprehensive
political vision to get Kashmir back

on track. Do the politicians in New
Delhi realise this? I am not sure. Even
as the nation stands behind its go-
vernment, the Central government,
when reflecting on the next steps,
must accept that its politically un-
imaginative policy was a failure.

Then there is intelligence failure.
How is it that a plan to carry out such
amajor attack, by a local who was on
the radar of the local police and oth-
er agencies, on a national highway in
a troubled State went undetected?
Why is that 78 buses with CRPF ja-
wans were allowed to travel in one
convoy?

India’s options

If New Delhi seeks to respond to Pa-
kistan for the Pulwama attack, what
options does it have? For the BJP go-
vernment, given that the elections
are so close, its retaliation has to be
credible, prompt and visible, there-
by limiting its options. Stopping the
flow of waters to Pakistan is neither
practical nor possible. Withdrawing
the Most Favoured Nation status
would hardly hurt Pakistan, given
the low trade volume involved. Iso-
lating Pakistan internationally is ea-
sier said than done — China is closer
to Pakistan today than ever before,
Russia is warming up to it, and given
the impending American drawdown
in Afghanistan, there is a sense of tri-
umphalism in Pakistan. This is espe-
cially so because of the geopolitical
importance of the region — it won’t
be long before the U.S. makes a

comeback.

One possible way out is perhaps to
talk to China discreetly to get Pakis-
tan to crack down on the JeM, but
that will take patience, persuasion
and discretion. A government caught
in an election season may have too
little of any of it.

What about military options? One
can think of four types of kinetic op-
tions. The first could be to carry out
surgical strikes, like India did in
2016. However, while the Pakistani
side did not respond to it then, the
reaction this time could be different.
If Pakistan responds, the two sides
may soon find themselves in an esca-
lating military crisis with little clarity
about the outcome, something an
election-bound government might
fight shy of. The second option is to
use strike aircraft to carry out preci-
sion strikes in locations across the
Line of Control (LoC). But such air in-
cursions are likely to be detected and
intercepted by Pakistani radars and
air defence systems. If an aircraft is
shot down or pilots are captured, it
could become a bigger headache for
the government. Pakistani retaliato-
ry strikes cannot be ruled out either.
The third option is to go in for stand-
off strikes without physically cross-
ing the border, using heavy artillery
or other precision-guided weapons
such as rockets. Stand-off strikes, or
fire assaults, across the LoC would be
responded to in kind and eventually
might not achieve anything. The final
option is to carry out covert opera-
tions inside Pakistan to take out high-
value human targets such as leaders
of terror outfits. This might be the
least costly and most optimal strate-
gy. However, this would require a
great deal of preparation and might
not be domestically useful given the
amount of secrecy and lack of optics
surrounding it.

In short, the fundamental pro-
blem with kinetic options is uncer-
tainty with regard to what those op-
tions would lead to if Pakistan
decides to respond. India would do
better than Pakistan in a convention-
al war of attrition, but it may or may
not remain conventional and there
would be attrition on both sides.
Would New Delhi be willing to run
those risks so close to a crucial
election?

Happymon Jacob teaches disarmament
studies at Jawaharlal Nehru University, Delhi

A catalyst for the Congress

It makes sense for the party to give Priyanka

Gandhi Vadra a bigger role

BADRI NARAYAN

In late January, Priyanka Gandhi Vadra was
appointed by the Congress as a general se-
cretary in-charge of Uttar Pradesh-East. She
will be in charge of around 42 parliamentary
seats. This is the region where the consti-
tuencies of Prime Minister Narendra Modi
and U.P. Chief Minister Yogi Adityanath lie. It
is also the region that includes the important
constituencies of Allahabad, Phulpur,
Amethi and Rae Bareli. How is Ms. Vadra go-
ing to influence the general election, given
that she’s campaigning in the State with 80
Lok Sabha seats, which can determine which
party or coalition goes on to form the go-
vernment at the Centre?

Mobilising party workers
First, Ms. Vadra could work as a catalyst for
the Congress. She is not new to politics; she
has been consulted on important decisions
concerning the party several times in the
past. Her presence is known to energise Con-
gress workers and give them greater confi-
dence. Reports say that her campaigning will
be restricted to U.P., but if she chooses to
campaign outside the State, it could enthuse
more party workers. Her direct presence in
rallies, meetings and road shows may help
mobilise scattered old-time Congress voters
and sympathisers, who have remained inac-
tive for many years. It will also stop Congress
voters from shifting to the BJP, wherever
they are not happy with the ruling govern-
ment in the State. In the Tripura Assembly
election, for instance, political analysts
found that Congress voters shifted to the BJP
where the Congress did not have a strong
presence. This could happen in a State like
West Bengal where some disgruntled cadres
of the Congress, which is practically in a di-
rect fight with the Trinamool Congress,
could shift to the BJP, which is emerging as a
strong Opposition party in the State. Ms. Va-
dra’s presence could help reduce the shift of
voters to the BJP. Even in south and western
India, where the Congress is not the main
Opposition party, voters could be mobilised
so that they don’t shift to other parties.
Second, many have pointed out how Ms.
Vadra resembles her grandmother, former
Prime Minister Indira Gandhi. She evokes
memories of Indira Gandhi for those who are
above 50 years of age. This could help forge
an emotional link with voters who admired
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The raw materials driving today’s digi-
tal economy are data, leading many, in-
cluding industrial tycoon Mukesh Am-
bani, to say that data is the new oil.
Nowadays, wealth is increasingly built
upon information. Companies that ag-
gregate and analyse information the
fastest accumulate unprecedented power and wealth. For
example, social media companies gather and analyse huge
amounts of data related to customer behaviour and prefe-
rences. They use this to build features to ensure that cus-
tomers constantly browse, and to show customers adver-
tisements that they are most likely to click on. This
information translates into huge revenues and profits.

An overlooked fact is that ordinary people are crucial for
companies to create disruptive technologies that earn them
billions. Algorithms rely on statistics to make decisions, and
it is the people who feed companies the data.

Despite this vast amount of data fuelling massive value
and wealth creation, the new digital economy is increasing-
ly shaping up to be like the feudal or robber-baron econo-
mies of the past, where wealth was concentrated among a
very select few. The general public, who predominantly con-
tribute the raw data, get a negligible portion of the pie.

The digital economy without doubt is creating jobs that
were previously inconceivable. Who could have imagined
the role of a search engine optimisation expert before Goo-
gle, or a video streamer before YouTube? These new jobs
will likely not be as abundant as the current jobs being erod-
ed due to advancements in artificial intelligence and auto-
mation. This means that the jobs to share the massive
wealth created in the digital era are steadily decreasing.

At present, seven high-technology firms find themselves
among the list of the top eight most valuable companies in
the world, with a cumulative market capitalisation of almost
$5 trillion (almost 2.5 times India’s GDP). However, they di-
rectly employ fewer than 11 lakh people among them.

These days, the primary discourse during any election in
the world is on how to create conditions for a more equita-
ble distribution of wealth. For this to happen, we need to
conceptualise an approach that can remunerate people for
their contributions in this digital economy. As the primary
step, we have to educate our population about the value of
the data they generate. Secondary measures, including le-
gislative policies, must be taken to ensure that people can
extract their justified pay for their digital activities. Technol-
ogies such as blockchain can facilitate nano-payments, pro-
portional to the degree of contribution, and value creation
to each individual in the digital space. The right redistribu-
tive policies can turn this world of technology-driven in-
equality into one that is truly participatory and egalitarian.
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Anil K. Antony is the Convener of INC-Kerala Digital Media Cell and Vice
President of Navoothan Foundation; Ankur Prasad is the Head of
Product for Amazon Moments and investor in and adviser to early stage
blockchain start-ups
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Covering a tragedy with empathy
For many 24x7 TV channels, death means a sensational story

MOHIT M. RAO

Accidents, murders, and
cases of sexual assault and
violence dominate the
news cycle. Journalists are
confronted with difficult
questions when such inci-
dents take place: Whom do
we approach for informa-
tion? When does the quest
for details become an intru-
sion into moments of grief?
How do we move beyond
basic facts and provide a
human face to a tragedy in
a sensitive manner?

While many print jour-
nalists grapple with this
moral quandary, many re-
porters of 24x7 news chan-
nels, especially local chan-
nels, have little time to
ponder such questions as
morbid deaths pique pu-
blic curiosity. While jour-
nalists often hover around
a victim’s house, waiting
for the so-called right mo-
ment to ask the kin ques-
tions, TV journalists hound
bereaved family members.

Camerapersons even jostle
for a view of the body in the
ambulance.

For me, this macabre
fascination was most appa-
rent on April 9, 2013, when
a gas tanker toppled close
to Mangaluru. The expand-
ing gas ball set fire to eve-
rything and everyone with-
in 50 meters. Ten people
died in the accident, and
many more were injured.

In hospitals in Mangalu-
ru, where victims were
shifted for treatment, the
staff forgot to man the en-
try into the burns ward.
Journalists entered in
droves and camerapersons
attempted to go as close to
the victims as they could.
Wails and screams of pain
cut through the chaos.

A few journalists stood
by the door. The sister of a
victim, who was critically
injured, skirted the came-
rapersons and stood beside
us. We tucked our note-
books into our pockets,
and she gave vent to her

grief in disparate words ut-
tered amid uncontrollable
sobs. The camerapersons
saw this. One quickly gave
me the mic and instructed
me to hold it close to her
face (TV reporters were at
the accident site and he
had to ensure that his chan-
nel logo was in the frame).
She turned away and co-
vered her face. She clearly
did not want her private
moment of mourning to be
telecast. When he was
done with his shot, he went
to the other families.

In another hospital near-
by, the brother-in-law of a
delivery man, who had
been riding behind the gas
tanker, stepped out of the
ICU. He was in shock, but
answered questions calm-
ly. But long after the TV
cameras moved away, he
sat on a chair and wept. On-
ly two reporters remained.
We sat beside him in si-
lence. The family, he said,
was in debt. It had been on-
ly six months since his sis-

ter’s wedding. She hadn’t
been informed of the acci-
dent yet. Our end-of-the-
day deadline allowed us
the time to console him.

Later that evening, when
I was struggling to file the
copy within the allotted
word length, he called up
to say his brother-in-law
had died. He asked if I
could request the district
administration to expedite
formalities. By then, gory
images had been repeated-
ly telecast, and many peo-
ple had come forward to
help the affected families.

Minutes later, a TV re-
porter called me to say he
had visuals of a man in
flames running on the
road. Could I ask the man
whether it was his brother-
in-law in the video, he
asked. No, I said. Soon af-
ter, I switched on the TV.
The channel announced
his death and played vi-
suals of the man in flames
and his brother-in-law cry-
ing on loop.

the former Prime Minister. Of course, Indira
Gandhi reminds people of the Emergency,
but a large section of voters returned to the
Congress in the 1980 parliamentary election.
In fact, many were Congress voters for a long
time and shifted to the BJP only when the
Congress became weak in 2014. Ms. Vadra
could help bring them into the Congress fold
again. Then there is the question of her per-
sonality. A young Muslim boy in a village
near Allahabad, for instance, said about Ms.
Vadra: “She communicates in a very impres-
sive manner with the people.”

Attracting new voters

In U.P., Ms. Vadra’s presence will affect the
performance of not only the BJP but also the
Samajwadi Party (SP) and Bahujan Samaj
Party (BSP) to some extent. The Congress’s
growing visibility in U.P. could impress up-
per caste voters. This may be a loss for the
BJP. The Congress also seems to be impress-
ing a section of Muslims and many smaller
Dalit communities which are not supporters

of the BSP. Many Scheduled Caste commun-
ities voted for the BJP in the 2014 election.
They may support the Congress for two rea-
sons: they are disenchanted with both the
BSP and the BJP, and the Congress’s out-
reach is stronger now. The Congress seems
to be placing emphasis on mobilising Other
Backward Classes and Dalit communities for
their new politics.

The discourse of the 2019 general election
is centred around personalities: Mr. Modi,
Congress president Rahul Gandhi, Ms. Va-
dra, West Bengal Chief Minister Mamata Ba-
nerjee, Andhra Pradesh Chief Minister Chan-
drababu Naidu, Nationalist Congress Party
chief Sharad Pawar, etc. However, some of
them have an appeal only in their respective
States. The Congress would like to promote
Ms. Vadra as a leader rooted in U.P. politics,
but it would do well to widen her role.

Badri Narayan is professor, Govind Ballabh Pant
Social Science Institute, Allahabad
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Communist MPs demand resignation of Union Govt.

The Lok Sabha, on the second day of its Budget session to-day
[February 18, New Delhi], took up for consideration a censure
motion against the Union Government primarily intended to
highlight, among other things, “its failure to promote a ba-
lanced development of all regions in the country” and its “en
couragement” to aggressive regional movements. Communist

members demanded that the Union Government should re-
sign in view of the “rejection of the Congress” in the mid- term
poll. The no-confidence motion, moved by Mr. P. Ramamurti
(C.P.I.-M) was supported by the C.P.I, and S.S.P. The debate
was inconclusive and will conclude to-morrow, according to a
recommendation made by the Business Advisory Committee
of the House. The Prime Minister, will reply to the debate on
Thursday [February 20].

A HUNDRED YEARS AGO FEBRUARY 19, 1919

The Rice Crop of 1918-19.

The total area under rice in the Madras Presidency in 1918-19 is
estimated at 9,71,000 acres, which is less by 19,44,000 acres
than the area finally reported for the previous year. In fact the
area is the lowest that has been recorded since complete statis-
tics were first tabulated in 1907-08. The reasons for this de-
crease have already been given in the first and second reports,
i.e., the failure of the south-west monsoon in July and August
and the delay in the establishment of the north-east monsoon
until November. The season has in fact been entirely abnormal
and it is only in the tracts protected by the major irrigation
works and in the tract along the East Coast which received the
full benefit of the north-east monsoon, that anything like a
normal is greatest in the Deccan and Central district. Condi-
tions are better in the south, and Ramnad and Tinnevelly ac-
tually show some increase in area.

CONCEPTUAL
Smoke detector principle

PSYCHOLOGY

This refers to the idea that the human brain is designed by na-
ture to be paranoid as a defence mechanism to protect itself
from possible dangers that could be fatal to its chances of sur-
vival. While paranoia can lead the brain to commit a lot of
false positive errors, it can, however, help human beings
avoid a number of false negative errors which could turn out
to be extremely costly as well. This is similar to the way a
smoke detector is designed by engineers, who want the dev-
ice to never miss an actual fire even if such a design causes the
device to raise a number of false alarms. The term was coined
by American physician Randolph M. Nesse in a 2006 paper.

MORE ON THE WEB

How the Egypt experience unfolded as we cruised the Nile

bit.ly/2DQZbU6E
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Pulwama attack signals shitt in Pak strategy

AJAI SAHNI

EXECUTIVE DIRECTOR, INSTITUTE FOR
CONFLICT MANAGEMENT

VERY major terrorist attack in

India, it seems, unleashes a

flood of silliness. The utter

foolishness of stock political
responses — ‘dastardly act’, ‘cowardly
attack’, ‘munh-tod jowab’, boastful
threats of vengeance — has, in recent
years, been compounded by TV
anchors who play at being Generals,
‘saming’ retaliatory strikes and threat-
ening Pakistan with unlikely devasta-
tion. Within this theatre of the absurd is
the constant harping on novelty — the
idea that a new tactic or terror modus
operandi has suddenly manifested
itself in the latest outrage.

The vehicle-borne improvised
explosive device (VBIED) suicide
attack at Pulwama inflicted the high-
est fatalities on the security forces in
a single incident in Jammu and Kash-
mir since the beginning of insur-
gency. There has been much com-
mentary on this ‘new type of attack’,
but this is nonsense. VBIEDs have
been widely used in theatres of terror-
ism across the world for decades, and
J&K has recorded at least seven such
attacks in the past, the first of them
dating back to April 19, 2000. Howev-
er, the last such attack, preceding Pul-
wama, was in November 2005; the
state had been free of such attacks for
over 13 years. There was, however, no
reason to believe that this tactic
would or could not resurface.

Another species of self-serving non-

BHARAT H DESAI & BALRAJ K SIDHU
PROFESSOR, JNU; FACULTY, IIF-KHARAGPUR

As the centenary of the
massacre nears, the British
government must sincerely
tender an apology. It must

also provide suitable
compensation to be
deposited with the
Jallianwala Bagh National
Memorial Trust. Britain had
set a precedent by
apologising for the brutal
suppression of the
Mau Mau nationalist
uprising in Kenya.

sense is the assertion that the Pulwa-
ma VBIED attack is “an act of desper-
ation”. This is far from the truth.
While strategic inferences cannot be
drawn from a single incident, there is
a range of surrounding -circum-
stances that suggest that Pulwama
reflects an intentional shift in Pak-
istan’s strategy of terrorism in J&K.
The Inter-Services Intelligence (ISI)-
backed Jaish-e-Mohammad, which
operates openly from Pakistani soil,
was quick to take responsibility for
the attack, indicating that it has the
approval and sanction of the ISI to
escalate violence in J&K, specifically
targeting the security forces. This
demonstrates a growing confidence
in the military-intelligence complex
at Rawalpindi, a likely result of antic-
ipated outcomes in Afghanistan. It is
perceived that the Pakistan army’s
terrorist instrumentalities were able
to conclusively defeat one superpow-
er (erstwhile Soviet Union) in
Afghanistan, and are now on the
threshold of inflicting defeat on the
other one, the US (and its coalition
allies), in that theatre. As America’s
negotiated flight from Afghanistan
approaches realisation, Pakistan’s
confidence is likely to grow, as will its
sense of complete impunity. If the
US and a coalition of Western pow-
ers cannot act in concert against
Pakistan-backed terrorism that
directly affects them, these powers
are hardly likely to take any extraor-
dinary initiative or risk to protect
India from rising terrorism in J&K.

It needs to be understood that Pak-
istan’s decision to de-escalate terror-
ism in J&K was a consequence of a
combination of factors, most of which
are now diluted or no longer in exis-
tence. The first was overwhelming
US pressure for deployment along
the Afghan border, purportedly to
prevent terrorism. While the latter
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Jaish-e-Mohammad, which
operates openly from
Pakistani soil, was quick
to take responsibility for the
attack, indicating that it has
the approval and sanction of
the ISI to escalate violence
in Jammu and Kashmir,
specifically targeting the
security forces. At no stage
has Pakistan’s strategic
intent with regard to its
objectives in Kashmir been
altered; these goals have
merely been deferred.

objective was never served, a signifi-
cant redeployment of forces from
Pakistan’s eastern borders with
India did occur, necessitating a down-
ward calibration of the terrorist cam-
paigns as well. Pressure on Pak-
istan’s army and security forces was
also greatly augmented by a surge in
domestic terrorism, which has now
been substantially contained. Inter-
national pressure on Pakistan and an
interest in keeping the US aid
pipeline flowing also placed limits on
any excessive adventurism in Kash-
mir; but with the US choking aid, a
growing dependency on China, and
the fragmentation of global will,
these pressures have also dimin-
ished. Crucially, Afghanistan was the
theatre which was given the greatest
priority by the Pakistani strategic
establishment, and its campaigns
through Taliban proxies were
thought to be existentially critical for
Rawalpindi; these campaigns are

now on the cusp of success.

At no stage has Pakistan’s strategic
intent with regard to its objectives in
Kashmir been altered; its objectives
have merely been deferred. As
Rawalpindi sees some relief along its
Afghan front, and an environment of
growing impunity, particularly with
the encouragement and support of its
‘all-weather friend’, China, it will be
tempted to redeploy resources, efforts
and, crucially, tactics, from the Afghan
adventure, back into J&K.

New Delhi’s belligerent rhetoric, in
this context, is no more than boastful
flatulence. While some tactical retalia-
tion by the armed forces is likely —
and necessary — it will have nothing
more than transient impact essential-
ly oriented to optics that will serve the
BJP’s increasingly uncertain elec-
toral prospects in the General Elec-
tion. It will leave Pakistan’s strategic
posture and objectives unchanged.

It must be abundantly clear that no
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effective strategic options are imme-
diately available to India. Strategy is
a function of capacity, and there has
been a sustained erosion of the capac-
ities of the armed forces and the
internal security apparatus over the
past decades — and the past five
years have done nothing to stem the
rot. Annual budgets in the defence
and internal security sectors have, in
real terms, shrunk from year to year,
particularly in the ‘capital expendi-
ture’ category which funds capacity-
building. In March 2018, a report of
the Parliamentary Standing Commit-
tee on Defence had observed that 68
per cent of all equipment with the
armed forces was in the ‘vintage cat-
egory’, and that the forces did not
have the ammunition reserves to sus-
tain 10 days of war with Pakistan.

Political leaders, the media and most
experts talk of responses and strate-
gies only in the wake of major terror-
ist outrages, and once the media cir-
cus has faded away, things return to
what appears to be the national
default setting of inertia. While it is
right to blame Pakistan and its proxies
for the evil they do, it must, equally, be
recognised that these attacks and the
persistence of terrorism in J&K is
substantially the result of our own
strategic and policy failures, and is, to
that extent, self-inflicted.

Unless strategic issues are
approached within a sustained and
long-term strategic framework,

unless doctrinal issues on the coun-
try’s major security challenges and
security issues are settled, and
unless there is a commitment of ade-
quate resources across the entire
spectrum of what is required to meet
these challenges, we will continue to
return cyclically to the directionless
hysteria and posturing that we are
currently engaged in after each self-
inflicted disaster.

Time for UK to say sorry for Jallianwala carnage

HE centenary of the Jallian-

wala Bagh massacre is less

than two months away. It was

on April 13, 1919, that the
British perpetrated one of the bloodiest
carnages on Indian soil. It is difficult to
imagine the brutality and arrogance of
power unleashed on peaceful protesters.
The sordid event became a turning
point in India’s modern history.
It also left an indelible scar on
Indo-British ties.

In a nation’s history, such a long
period is a decisive one and a moment
of reflection to strive for ‘closure’. No
Union government seems to have
made sincere efforts to prevail upon
Britain to accept responsibility for the
killings. As the centenary nears, the
British government must sincerely
tender an apology and issue a postage
stamp on the Amritsar massacre. It
must also provide suitable compensa-
tion to be deposited with the Jallian-
wala Bagh National Memorial Trust.
As nations have continuing responsi-
bilities, it makes sense that the British
government respects the sensitivities
of the Indian people. An apology will
not bring back the dead or erase the
deep scar. However, it can help in heal-
ing the wounds and putting Indo-
British ties on a sound footing.

Britain did relent in the case of the
Mau Mau nationalist uprising in
Kenya, which was brutally suppressed
by the British colonial government in
the 1950s. Over 50 years later, then

=
[E ]
=3

12

13

17

18

20

16 DOWN

13

N

O© O 1 b W N =

SATURDAY’S SOLUTION

Across: 1 Up against it, 9 Address, 10 Cliff, 11 Dull, 12 Unsettle, 14 Nickel, 16 Cliche, 18
Festival, 19 Odds, 22 Swift, 23 Lookout, 24 Unwelcoming.

Down: 2 Pedal, 3 Glee, 4 Insane, 5 Secretly, 6 Idiotic, 7 Hard-and-fast, 8 Of necessity, 13
Belittle, 15 Cushion, 17 Garlic, 20 Drown, 21 Boom.

ACROSS
1 Ancient form of paper (7) 8
4 Funny (5)

e 7 Sicilian volcano (4)
8 Reject (4,4) 6
10 Lasting only briefly (5-5)
12 To exile (6)

13 Straight man (6)

15 Brawl (4-3-3)

I 18 Deliberate damage (8)
19 Untamed (4) 6
20 Correspond (5)
21 Love story (7)

Social custom (10)
Prevailing attitude (4)
Condemn sternly (7)
Without interruption
(2,1,7)

11 Acalling (8)

12 Flowers on fruit trees (7)
14 Accounts book (6)

16 Deep-bowled spoon (5)

17 Encourage to do wrong (4)

et

i

" ] "
Sy .4

. f -
A} ! :
T i -
']
. | g
! _ it
s i r .
- ""'..':_ [ il
=
i

v T - \

= 1A

-

OPPORTUNITY: An apology will not erase the century-old scar, but it can help
in healing the wounds and putting Indo-British ties on a sound footing.

British Foreign Secretary William
Hague apologised and agreed to pay
compensation of £19.9 million to 5,228
claimants. This set a precedent for oth-
er claims against Britain for its actions
in its former colonies.

We live in an era where a marked shift
can be seen in attitudes of sovereign
states to acknowledge past historical
wrongs. In recent years, several coun-
tries have stepped forward to come to
terms with their ugly past. Apologies

have been tendered by Japan for ‘com-
fort women’, Australia for the ‘Stolen
Generation’ and Germany for the Holo-
caust. Time and again, nations have
joined the chorus through the usage of
words such as ‘regret’, ‘shame’,
‘remorse’, ‘sorry’, etc. for past wrongs.
These efforts convey a feeling of
remorse, yet fall short of full attribution
of the State’s responsibility.

The apology tendered by Canadian
PM Justin Trudeau in the House of

Commons in May 2016 for the Koma-
gata Maru incident in 1914 received a
standing ovation. It happened partly
due to political mobilisation by
descendents of Sikh immigrants in
Canada who now wield economic and
political influence.

Another momentous event took
place on May 27, 2016, when then US
President Barack Obama appeared at
the Hiroshima bomb site. His decision,
taken in an election year, led to the
first such trip by a sitting US Presi-
dent. The Obama visit fell short of an
apology. However, his presence at the
site of death and destruction, humility
of the action as well as carefully cho-
sen words indicated atonement. “We
stand here in the middle of this city
and force ourselves to imagine the
moment the bomb fell... we listen to a
silent cry... demonstrated that
mankind possessed the means to
destroy itself,” he said.

An apology can satisfy psychological
needs of offended parties/States and
trigger a process of forgiveness and
the healing touch. But it can open a
Pandora’s box of selectivity, as regards
which historical wrong qualifies for a
belated apology.

In general, every internationally
wrongful act of a State, which consti-
tutes a breach of its obligations,
entails the responsibility of that State
as per the International Law Commis-
sion’s Draft Articles on Responsibili-
ty of States for Internationally Wrong-

Harass (5) 9

Locate precisely (8)
Artist’s workroom (6)

ful Acts, 2001. The Articles provide for
full reparation for the injury caused
by the conduct of a State. Modes of
reparation could include restitution,
compensation, or satisfaction. An
apology “may be given verbally or in
writing by an appropriate official or
even the head of State” (Article 37).
France’s apology for blowing up of the
Rainbow Warrior (1986) in Auckland
harbour and the US apology to Ger-
many in the LaGrand (2001) case for
failure to notify the accused of their
right to communicate with German
consular officials are some instances.

Historical wrongs have no straight-
forward solution. Ironically, apologies
have often been derided as
‘tokenism’ and in some cases lack
genuineness. In the case of the ‘com-
fort women’, the compensation and
‘most sincere apologies and remorse’
by Japan has been revoked by the new
government in South Korea.

Has the time come for us to seek an
apology from the British government?
We need to seize the moment to final-
ly heal wounds inflicted by the Jallian-
wala Bagh massacre. It will be a huge
boost to the wounded Indian pride
after an agonising wait of a century.
One hopes that the Union government
will go all out to make the British gov-
ernment realise that the passage of
100 years is the right occasion to ten-
der a sincere apology. It could finally
let the souls of those killed in the mas-
sacre rest in peace.
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An unequivocal message

Kashmiri students should not be targeted

of mourning. The Home Minister held a rare all-party meeting,

which reaffirmed political unity in the face of dire adversity. At a
public meeting at Dhule in Maharashtra, the Prime Minister advised
“sayyam, samvedansheelta aur shok (restraint, sensitivity and grief).”
But his advice seems to be getting lost on some of his supporters among
the ultra-nationalists. While some of them are whipping up war hysteria,
beating their breasts and tearing their hair on live TV debates, several
others are virtually tearing apart the soul of the nation by isolating and
attacking students from the Kashmir Valley.

The so-called nationalists seem to have forgotten that the Valley is
an integral part of our country. The children of the Valley are the chil-
dren of the nation as much as those from Kerala, West Bengal or
Gujarat. In this hour of grief, instead of mourning the losses, being sen-
sitive to the complexities of the situation and showing restraint against
the highest degree of provocation, some miscreants are trying to force
Kashmiri students out of their rented apartments. There have been
reports from various places in north India about attempts to inject com-
munal venom into the veins of agitated villagers and others. Such
localised attacks over sub-regional sentiments can soon spiral out of
control into a communal conflagration across the country. Our past
experiences should make us sober, responsible and cautious.

The CRPF lost 40 men, yet as an institution it has set the highest moral
standards for public discourse on the Pulwama attack by setting up a help
desk and putting out an emergency telephone number to help Kashmiri
students facing distress and harassment. We are a diverse nation speak-
ing different languages, following different local and religious customs
with mutual respect, and that lends us a unique strength as a nation.
Masood Azhar will succeed in his mission if the Pulwama attack defeats
our national spirit. While hitting hard at Azhar and Pakistan’s army-
backed political leadership, let us remain united as a society. Also, let our
political leaders not mindlessly give the clean chit to the neighbour.

r I VHERE have been 40 funerals in 16 states. The nation is in a state

Aravallis endangered

Haryana move to amend PLPA ill-conceived

rich ecosystem of hills, forests, fauna, natural aquifers and

drainage, the Aravallis suffer the ignominy of being the most
degraded forest range, as per a study conducted by the Wildlife of India
in 2017. Particularly worrisome has been the rapid depletion of the
Aravalli hills in Haryana’s districts of Gurugram, Faridabad, Mewat,
Mahendragarh and Rewari and neighbouring parts of Rajasthan. As
massive steel and concrete jungles replaced huge swathes of the verdant
area, the ecological balance was upset. Within a few decades, the natural
habitat existing and thriving for thousands of years was staring at extinc-
tion. A huge price had been paid for the developmental activities. It
came in the disastrous form of the disappearance of many indigenous
plant and wildlife species, deforestation and drying up of groundwater
recharge zones as hillocks vanished from the terrain.

Alarmed, environmentalists and courts intervened. The need to prevent
its further desertification was urgently felt. Strict laws mandating the
preservation of the green and hilly zone came up. There was no quarrel over
putting a halt to quarrying and arbitrary construction in the Aravalli hills.
The SC verdict of October 2018, saying that Kant Enclave in Faridabad had
come up illegally and that it be demolished so that the original forestland
could be revived, came as a huge blow to the land-grabbing builders.

At the core of the judgment was the Punjab Land Preservation Act
(PLPA), 1990. It debars construction in areas covered under it. More such
illegal colonies facing the axe would have been a natural progression
towards the aim of restoring the eco-sustainability of the area. Alas, it
seems the influence of the unscrupulous real estate lobby has prevailed.
The recent move of the Haryana Government to amend the PLPA to
exclude it from the master plan areas is a pointer to builders having a
free run over thousands of acres. It would have disastrous consequences.
The state must review its plan and notify the Act before it lapses.

I |‘ ROM being the oldest mountain range of the country embracing a

Right actions in the future are the best apologies for
bad actions in the past. — Tryon Edwards

ON THIS DAY...100 YEARS AGO

CBhe Tribune.
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Free Education.

AS will have been seen from the correction of its original report by the Civil and
Military Gazette in a paragraph in its issue, the Punjab Legislative Council took
one sensible step in connection with the Primary Education Bill. It eliminated
one of the most objectionable features in the Bill by providing that where
compulsion 1is introduced, no fees shall be charged in any of the schools
maintained by the local authority. This is a substantial improvement, and we
congratulate both the Council and the Government on it. Of course, it is difficult
to say what the immediate practical effect of this change will be. In the absence
of the acceptance by the Local Government of any statutory financial liability, it
is possible that in some cases at least local bodies would think more than twice
before proposing to resort to compulsion, for the simple reason that compulsion
would have to accompanied by a remission of fees, and the burden of such
remission would fall mainly upon themselves.

Sir Narayan’s “Ambiguous Role”
THE Statesman is angry with Sir Narayan Chandavarkar because he has
condemned the Rowlatt Bills. Did he not give a verdict in favour of the Bengal
Government in his report on the Bengal instances? Such a man was bound in
consistency to support the Government always, and as he has failed to do so, the
paper stigmatises his role as ambiguous. We are not concerned to defend Sir
Narayan’s consistency, but it does occur to us that the position taken up by the
Statesman ought to be a warning to our countrymen against supporting the
bureaucracy in any of its characteristic doings. The moment they support one
thing, they raise the expectation that they will blindly support every such thing.
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Ad hocresponses won't work

National security strategy is a must to take on any crisis

SHYAM SARAN

FORMER FOREIGN SECRETARY AND SENIOR
FELLOW, CENTRE FOR POLICY RESEARCH

HE Pulwama terror attack

has again led to a desperate

search for options to deal

with its aftermath and pre-
vent a repeat of such incidents. There
1s no existing carefully crafted tem-
plate which could guide the Indian
State’s response, drawing upon accu-
mulated experience from the past and
factoring in any new situation which
may have arisen. In the absence of
such a template, the State has to fall
back on ad hoc responses whose
implications are not fully thought
through. For example, withdrawing
Pakistan’s MFN status is an admis-
sion of lack of options to penalise Pak-
istan rather than a serious and sub-
stantive measure. It is unlikely to
discomfit Pakistan.

Despite the repeated urgings of
strategic thinkers and practitioners,
India still does not have a national
security strategy which could guide
the State in dealing with crisis situ-
ations as well as longer-term chal-
lenges. Precisely since a crisis is
often unexpected, the political lead-
ership and its security establish-
ment need to respond with calm and
sobriety and convey to the public a
sense of confidence and assurance
in handling the crisis. This is possi-
ble only if possible scenarios such as
a terrorist attack, a plane hijacking
or a political assassination are antic-
ipated in all their dimensions and
several alternative options for the
State’s response are considered and
evaluated in advance, taking into
account likely political and geopolit-
ical environments in which they
may occur. This is in the nature of a
drill which may be swiftly activated

—= s =

IMPERATIVE: It is very important to have a communication strategy to handle

a crisis situation, such as the fallout of a terrorist attack.

Actions in the best interest of the country are unlikely to be
taken in situations when the priority becomes assuaging
public sentiment rather than ensuring national security.

as soon as a crisis erupts, with each
arm of the government knowing
what its role must be. This then,
leaves the political leadership to
deal with the larger political and
strategic issues that may arise.

It is also very important to have a
communication strategy to handle a
crisis situation, such as the fallout of a
terrorist attack. The government
should not be pushed into taking deci-
sions under the pressure of public
opinion or media hype. It is natural for
there to be anger among families of
those who have lost their loved ones.
There will be calls for stern action and
revenge from an emotionally charged
public. Governments need to calm
such reactions rather than fuel them
through aggressive pronouncements.
Actions in the best interest of the
country are unlikely to be taken in sit-
uations when the priority becomes
assuaging public sentiment rather
than ensuring national security. In the
Kandahar hijack case, the then gov-
ernment had to acquiesce to the
release of dreaded terrorists under

pressure from family members of the
passengers. One of those released was
Masood Azhar, the leader of the Jaish-
e-Mohammad, which claimed respon-
sibility for the Pulwama attack.

A national security strategy would
also enable a thorough and careful
evaluation of military options that
may be available to the government
in responding to such a terrorist
attack. What may be militarily feasi-
ble may not be politically sensible.
Issues of war and peace are political
decisions and must be taken by the
political leadership. They cannot be
left to the military to decide, and
therefore, it is not wise to declare
that the military has been given a
‘free hand’ to decide on what the
response should be to the Pulwama
attack. A national security strategy
would look at the entire spectrum of
deterrence and compellence and go
beyond the simple binary of
appeasement or war. There would be
several options and combination of
options that the political leadership
could choose from in taking deci-

sions to respond. These cannot just
be conjured up in an ad hoc manner
after a crisis has already erupted.

With respect to diplomatic options,
there should be efforts to mobilise
international opinion against Pak-
istan. However, any careful analysis
would have shown that isolating
Pakistan on the basis of its terror
record would have limited traction
because powers like the US and Chi-
na continue to have important strate-
gic stakes in Pakistan. They would
be unlikely to go beyond rhetoric in
restraining Pakistan’s continuing
use of cross-border terrorism as an
instrument of the State policy. We
have witnessed this before. Expend-
ing too much effort in pursuing this
diplomatic offensive may not add up
to an effective response.

We have looked at crisis manage-
ment as an aspect of the national
security strategy. Even more impor-
tant is crafting a longer-term strate-
gy which locates the pursuit of
national security in the overall
national endeavour encompassing
domestic, external and military secu-
rity, economic and ecological securi-
ty and strategic communications.
One needs a concept of comprehen-
sive national power in all its dimen-
sions. For example, while condemn-
ing cross-border terrorism should we
not look at the failures of governance
and porous borders which are
exploited by hostile external forces?
Are we doing enough to meet the
aspirations of restive youth and
addressing the economic and social
grievances which create social
unrest? National security cannot be
delinked from our overall strategy
for development and our vision of
where we want India to be in 10, 20 or
30 years’ time. Understanding these
deep inter-linkages among different
domains, anticipating change and
likely disruptions that may occur
and have plans to cope with them
will be the essence of national secu-
rity in a rapidly transforming world.
India can no longer muddle its way
through this complex reality without
paying a heavy price.

Give teachers freedom to mould pupils

BEANT SINGH

r I VHE recent unsavoury inci-
dent relating to the humilia-
tion of a District Education

Officer at a school function by a

minister, in the presence of her sub-

ordinates and students, is food for
thought, especially for education-

ists. There was a time when even a

schoolteacher teaching in the coun-

tryside commanded respect, not
only among pupils, but also the gen-
eral folk, who would turn to him for
advice on mundane affairs. Stu-
dents left under his care would fol-
low all instructions regarding teach-
ing as well as their conduct and
deportment without fuming and
fretting. A teacher would give his
best and help produce good humans

Address alienation
Refer to the editorial ‘Pulwama
terror attack’ (Feb 16); besides the
justified grief and anger, this is yet
again a time for serious introspec-
tion. Our security forces are capa-
ble of giving a fitting response.
Besides acquiring capability to
inflict casualties on the enemy,
they should also focus on taking
every precaution to protect them-
selves against any surprise attack.
Their lives are too precious for the
nation to be lost without an actual
battle/encounter. Zero complacen-
cy is needed, besides a beefed-up
intelligence network. Alienation of
our youth makes the task of terror
organisations easy. The prime
focus of our policy-makers should
be to bring back to the national
mainstream the misguided youth
of the state.

HL SHARMA, AMRITSAR

Should use drones

The 78-vehicle convoy must have
stretched for 3-4 km. An easy target. It
was a complete failure of governance
at all levels: civil, military, police,
intelligence gathering. To put such an
easy target on a public highway dur-
ing 12 hours of broad daylight defies
comprehension. The convoy should
have moved in parts under cover of

endowed with academic excellence.
This would enhance his reverence
in society and his reformatory
approach made the profession a
noble one. The respect he earned
over the years would continue till he
breathed his last, as society and his
students in particular would
remember him.

When Partap Singh Kairon, the pro-
gressive and visionary former Chief
Minister of Punjab, established Pun-
jab Public School at Nabha in 1960,
he gave required space to its founder
principal in terms of choosing the
faculty and other things to realise his
dream of imparting quality educa-
tion. Creditably, the scheme of
things worked well and yielded the
desired results, right from the incep-
tion of the school.

darkness and on different routes to
make the target smaller. If attacked,
the loss would have been minimum.
If it had to be during daylight, why
was there no eye in the sky? This is
the age of drones. A dozen or more
drones would keep an eye on 100
metres of either side of the road and
ahead of the convoy.

H KISHIE SINGH, BY MAIL

Rebuild trust

Loss of mutual faith between peo-
ple and the Union and the state gov-
ernment is the biggest cause of hav-
oc in Jammu and Kashmir. The
need is to rebuild trust. Both sides
must make efforts, so the youth can
return to the mainstream.

JIWAN KUMAR, BY MAIL

Politics even now

Attacks like Pulwama will contin-
ue to spell doom for us, unless
those who shelter terrorists from
across the border and facilitate
them to carry out their nefarious
designs are identified and pun-
ished. Even at this time, the atti-
tude of various political parties is
not above board. They are organis-
ing protest marches against this
barbaric attack under the banner
of their respective parties, just to

Things have changed since. In
order to streamline the education
system, the modern-day set-up tries
to ensure that its day-to-day pedagog-
1c commands are complied with and
subsequent information through
mails are sent before school hours,
leaving school heads and staff in a
tizzy. As a result, the real classroom
teaching is lost sight of.

At times, a team swoops on a school
campus, not to give expert academic
inputs to revamp the ailing educa-
tion sector, but to create a sense of
terror in the minds of educators. We
want our children to imbibe the
qualities of empathy, caring and
sharing, but how can we expect a
child to be empathetic when they
see elders are not so towards their
immediate subordinates?

steal a march on others. It is cer-
tainly dirty politics. It will not be
good if, as part of election reforms,
it is made mandatory that only
those whose ward is serving in the
defence forces is eligible for con-
testing elections. Only then will
these politicians realise the grief
of the aggrieved families.

DEEPAK KAUSHIK, KURUKSHETRA

Anganwaris may not help

Need for pre-primary schools have
been felt for long in Haryana. Now
anganwaris will fill this gap
(‘Anganwaris to serve as pre-pri-
mary schools’; Feb 16). Anganwaris
are administered by the Depart-
ment of Women and Child Devel-
opment, whereas pre-primary edu-
cation is essentially a part of formal
schooling. Efforts have been made
before to build a bridge between
anganwaris and schools but it
could not materialise on adminis-
trative, social and psychological
grounds. The proposed training by
master trainers is not going to bear
fruit. The best course is to shift
children in the three-six year age
group to schools with nursery-
trained teachers. More nursery
teachers’ training institutes will
also provide job opportunities.

S KUMAR, PANCHKULA

E-touch in the classroom is not a
substitute for the human touch of a
teacher, and unless a teacher is giv-
en the freedom to mould his pupils
the way he wants, or is allowed to
make use of the methods of his
choice — except punishment — and
if he is not free of undue hierarchical
pressure, not much can be expected
of him. Let him be free to relate to
students and let him be given free
academic space to choose how best
he would meet the expectations of
the academic administrators. Let
people at the academic helm, includ-
ing school heads and DEOs, be giv-
en due respect by our elected lead-
ers and bureaucrats, which will
percolate down, if they are really
desirous of toning up the ailing edu-
cation sector in our country.

Life after failure too
It is examination time. Although it is
common to experience butterflies in
the stomach, the run-up to the final
board examinations is a traumatic
phase for many students. Youngsters,
parents and teachers get carried away,
focusing too much on the moment
and turning it into a do-or-die event.
They forget that whatever the result,
its consequence to the life of the per-
son will never be too significant or
irreversible. Looking back at our aca-
demic years, most of us would recall
excelling in a few examinations, per-
forming averagely in others and fail-
ing on some occasions. Did that stop
us from progressing in our life, living
a meaningful existence and fulfilling
our vision? Never worry about scores
because life gives everyone multiple
opportunities to realise their dreams.
An increasing sense of competitive-
ness pervades the mind, relationships
and society. They grow up with the
irrational belief that in order to live a
decent life, they must defeat everyone
around them. We rarely encourage
youngsters to surrender and feel the
connection with the Divine. As a
result, they often believe that they are
all alone in the world without any con-
sistent support. During stressful
times, this makes them feel very anx-
1ous and vulnerable.

SANJAY CHOPRA, MOHALI

Letters to the Editor, typed in double space, should not exceed the 200-word limit. These should be cogently written and can be sent by e-mail to: Letters@tribunemail.com
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And now, Google designs
chipsets in India

With others like Qualcomm also doing this, India is
slowly emerging as a serious player in the tech industry

HENEVER ELECTRONICS AND IT minister Ravi Shankar Prasad talks

of how the number of mobile phone manufacturing units has shot up

fromjusttwoin 2014 to 123 right now—asaresult,the bulk of phones

sold in the country will also be made here soon—most point out that
these are merely assembly units,and imports from China continue unchecked. While
imports of mobile phones fell from $7.8 billion in 2014 to a likely $2 billion in 2018,
overall imports,including components,shot up by over half, from $8.8 billionto §13.3
billion over the same period.Indeed,domestic value addition was just around 10% in
2017 and around 15% in 2018, with the government coming out with a sensible
phased-manufacturing programme that increases import duties on anew set of com-
ponents every year to promote local production.

What canincrease domesticvalueaddition quite sharply,of course,is thelocal design-
ing of chips,even though the fabrication will continue to be done in countries like Taiwan
thathave fabunits.According toa Reutersreportlastweek, Google hashired adozen engi-
neers already towork on designing chips in India, and several more hires are likely. While
the chip design at Google is a collaborative effort with the team at its US headquarters, it
is a significant step; part of the process at Google to capture more value addition and not
be dependent on companieslike Qualcomm. Howit pans out remains tobe seen,but other
firms like Qualcomm, Texas Instruments and Intel already have significant India offices
withafewthousand engineersworking on,amongst others,chip designand R&D.Indeed,
Google already has 600-700 engineers working on machine learning and artificial intel-
ligenceand haslarger plans forits Hyderabad campuswhich will,eventually,house 13,000
people.At 150,000,IBM’s India work force is larger than the one in the US.

And though China beat India in 2018, for two years before that, India was the world-
leader when it came to companies setting up Engineering R&D (E-R&D) centres here.
According to HFS Research, the total size of the E-R&D business in India—more or less
equally split between captives and non-captives—has grown from $21.8 billion in 2015
to $26.9billionin 2017.While Chinaleads in several areas,India continues tolead in aero-
space and defence with about a third of all such announcements of centres in 2018 for
setting up facilities in India. Indeed, consulting firm Zinnov had projected that,by 2020,
Indiawouldbehometo 1,139 R&D centreswith over halfa million employees.With firms
like SAP and IBM getting 8-10% of their global patents from their centres in India, the
Zinnov projections look quite achievable. In the case of a firm like GE, that does a lot of
work in India for instance, redesigning its portable ECG machine—in the India centre—
helped lower costs from $§10,000 to $500; the MAC 400 was later scaled up and taken to
countries like China, Germany and even the US eventually. The successful completion of
the Aadhaar project,and then the building of the IndiaStackapplications on top of this,and
the rapid and successful rollout of the UPI financial transfers have also helped buttress
India’s image. Apart from India’s engineering talent, the fact that it is seen as a market
where there are relatively fewissues involving theft of intellectual property,as compared
to China,isanotherattraction. Not bad fora country that, till recently,was not even recog-
nised asa player,even if small,in the global technology space.

EU trumps Big Tech

Copyright rules for Google News et al protects publishers, artists

HE EUROPEAN UNION will now insist on stricter copyright compliance from

ITH GENERAL
ELECTIONS
scheduled for April
andsignsof thetide
turning against the
ruling BJP, the drumroll of populist poli-
cies has intensified over the past six
months.While strong macro-fundamen-
tals can accommodate these populist
excesses in the short-run, they risk creat-
ingimbalances in the medium-term,with
implicit prioritisation of consumption
over investment. In addition, stimulus
during times of economic calm often
comes at the cost of crucial policy space
needed in the future when the downturn
becomes entrenched. Consider the fol-
lowing: the BJP -led National Democratic
Alliance (NDA)’s rule during 1999-04 was
marked by stable macros of low inflation
and favourable external sector dynamics.

However, deteriorating rural terms of
trade was one factor that resulted in its
electoral defeatinthe 2004 elections.The
first term of the Congress-led UPA gov-
ernmentduring 2004-09 markedarever-
sal in rural fortunes and a return of the
UPA government in 2009—likely due to
the ‘just right’ mix of prudence and pop-
ulism. However, as rural reflation and fis-
cal excesses triggered inflation, real rural
incomesdeclined and,alongwith corrup-
tion scandals,ousted the UPAin 2014.The
macro backdrop today seems eerily simi-
lar to 2004. Banks had large NPAs during
1999- 04,as they have had during 2014-
till now. The BJP MSP and food inflation
low then, as now. Rural income growth
was lowthen,asitis now.

At a national level, the experience of
thelasttwodecades suggestsaninverted-
U (a frown) relationship between the
degree of populism (defining this pre-

(2 STOPPING THE VIOLENCE

THE FROWN CURVE

GROWTH WILL LIKELY CONTINUE TO DISAPPOINT IN THE NEAR-TERM AS EFFECTIVENESS OF RECENT
POLICY EASING WILL BE PARTIALLY LOST DUE TO TRANSMISSION LAGS AND IMPLEMENTATION HURDLES

Why politics and economics
don’t always smile

AURODEEP NANDI

Authors are research analysts with Nomura Holdings

dominantly as rural reflationary policies)
and the electoral success. Too much pop-
ulism as well as too little populism (too
much prudence) have both resulted in an
electoral defeat. The trick is finding the
rightbalancebetween prudenceand pop-
ulism. Policies around rural India have
played a big role in deciding the electoral
outcome, as rural India accounts for
~70% of the total population.

The broad direction of macro policies
in India is moving towards more accom-
modation. The triggers are both political
and economic.On thefiscal front,the Cen-
tral government’s fiscal deficit has
remained in the 3.4-3.5% of GDP range
since FY17 (year ending March). To
appease the farm sector, the government
announced an income support pro-
gramme for landholding farmers, which
carries thebearings of a perpetual scheme,
ratherthan a one-time cash transfer.This
follows the government’s poordecision to
raise MSP by at least 1.5-times the pro-
duction costin 2018.Othersocial welfare
commitments—health care, pension for
unorganised sector—currently don’t
entail large monetary allocation, but will
likely incur higher expenses in coming
years.In the absence of higher goods and
services tax revenues, this suggests an
upsiderisktothe futurefiscal deficit path.

Onthemonetary policy front,changes

are more subtle. With average headline
inflation below 4% since 2017, this had
resulted in higherrealised real rates.In his
maiden monetary policy statement, the
RBIGovernor,Shaktikanta Das stated that
thesurpriserate cut in February (notwith-
standing high core inflation) was a result
of low headline inflation and that, once
the price stability objective had been
achieved, RBIwould address the objective
of growth. It indicates a higher weight
beingassigned toheadlineinflation (rela-
tive to core) and to growth. This possibly
signalslowerrealised real ratesin the com-
ingyears.Ontheregulatoryfront,RBI has
eased risk-weight norms for non-bank
finance companies due to the shadow
banking crisis. Three public sector banks
were taken out of the prompt corrective
action (PCA) frameworkin end-January.It
also permitted a one-time restructuring
of existing loans to Micro, Small and
Medium Enterprises (MSMEs) that have
become stressed. Report of the expert
committee on economic capital frame-
work is also awaited on whether the RBI
holds excessreserves onits balance sheet.

Accommodative macro policiesdonot
necessarily imply imprudence. If growth
isweak, then counter-cyclical macro poli-
cies are essential. At the same time, we
believe it is essential for policymakers to
halt when pragmatism starts to morph

Mehbooba Mufti, former CM of Jammu & Kashmir

This bloodshed will only stop when the government
of India overhauls its approach. Lets drop the
obsession with Pakistan and get our own house in
order. The current attitude will only worsen the
situation and polarise the nation

intoimprudence. Many small steps could
cumulatively create the foundations for
future instability. For example, ensuring
adequate liquidity for non-bank finance
companiesisessential to preventaliquid-
ity crisis from morphing into a solvency
crisis; but too much liquidity is also a
bedrock of future inflation. Forbearance
onlykicks the can down the road.

Inthe short-term, the effectiveness of
recent policy easing will be partially lost
duetotransmissionlagsand implemen-
tation hurdles. The farm package will
likely encounter implementation chal-
lenges because not all states have com-
puterised land records; those that do,
don’t necessarily have accurate records;
and many states do not have bank
accounts linked to these land records.
Similarly,the impact of RBI’s rate cut will
be delayed and uneven. Banks that have
the capacity to lend are already garner-
ing market share from shadow banks
(after last year’s crisis) and hence have
elevated CD ratio/tighter liquidity con-
straints, which will delay any reduction
in lending rates. In addition, some sec-
tors, such as the low-tiered shadow
banks,are credit-constrained because of
the perception of higher ‘credit risk’and
may not benefit from the rate cuts as
much.Retail lending, on the other hand,
continues to benefit.

The global backdrop (weak global
demand),lagged impact of tighter credit
conditions due to the shadow banking
crisis and a likely slowdown in invest-
ments due to political uncertainty
implies that growth will continue to dis-
appoint in the near-term, despite
domestic macro policies turning accom-
modative. Predictions are that GDP
growth will slow down from 7.1%y-o0-y
inQ3 2018t06.6%in Q4 and furtherto
between 6.0-6.5% in H1 of 2019.

Credit-deposit ratio: Credit-deposit ratio:

Goldilocks point: Stable aggregate (%) by banks (%)

macro accommodates populist 80 m Public sector
excesses. Voters happy 110

Macro fundamentals

eventually start to 78 |
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tech companies like Google, Facebook,etc.,over use of copyrighted material such The frown curve of political paradox

asvideos,songs, published material on their platforms,including by users.This will

givevideo/music producersand publishers,among other,greaterleverage forget-
ting the tech giants to compensate them.Under the newrules, the social media/search giants Good
willberequired toapply fora platformlicence,and if the artists/producers/content creators

Low global food prices and domestic
balance sheet constraints also imply
that there is no imminent inflationary
risk. Weak growth and lower cost pres-
1004 sures should moderate core inflation.

Private sector

As economic populism
increases, so does
political popularity

refuse togrant this,firmswill have to take down unlicenced content already present on their
platforms orattempt to block uploads. Similarly, theywill be required to negotiate licences
with publishers or get the latter towaive off their rights, else they can’t display news snippets
underheadlines.With much of advertising revenue that newspapers depended upon shift-
ing to digital media, established newspapers faced unprecedented pressure online with
news-aggregation services and social media becoming the new competition. On the other
end,smaller publications/websites were only too happy to have the tech firms direct traffic
theirway, helping them get attention from advertisers.

Free speech activistsalsojoined the fray,saying that the new copyright rules could result
in censorship,where the pretext of copyrighted content could be used tostifle“inconvenient
truths” However, the need was to recognise that ‘Big Tech’companies have benefited from dis-
playing newsarticleswithout investing in journalism.Underthe final deal, Big Tech’firms can
be held toaccount and will not get a free run in benefiting off original content creators/pro-
ducers/publishers. The new rules safeguard the interests of users of various platforms by
putting the onus of negotiating licence-granting on the platform.Theyalso overcome some
of the fault lines within the publishing community—publishers who need the traffic gener-
ated through Google News can agree towaive offlicencing requirements.Big Tech isalso par-
tially protected with press content of more than twoyears excluded from thelicencing yoke.
Therulesalsoallowforunlicenced hypetrlinking of individualwords orvery short extracts,and
by doing that, the internet ecosystem that depends on a slightly relaxed copyright regime
for flourishing also gets some manner of protection. Also, tech firmswon’t be automatically
held responsible if unlicenced, copyright-protected material appears on their platforms if
theymake the“best efforts”to prevent the content’s availability on their platforms. Platforms
withannual turnoverofless than 10 million euros, havingless than 5 million monthlyactive
users and not more than three years old, are exempt from having to ensure that unlicenced
copyright-protected material they have removed doesn’t appear online.

To be sure, some critics argue the rules will hinder organic growth of the internet as
tech firms get increasingly concerned with content filtering, which itself may not always
be perfectandblocklegal uploads.But, thelarger consideration hereis that the creativeand
the publishing industry can’t keep losing revenue toa YouTube/Facebook ora Google News.

ParentalControl

Absher’s removal will not delete or change the
oppressive laws that continue to restrict and bind women

VERTHE PASTweek,Apple and Google have been severely criticised for offer-
ing a Saudi Arabian government application called Absher on their respec-
tiveapp marketplaces.The application,launched in 2015, facilitates the ease
of access to Saudi-government provided services by those within the coun-
try and reduces inefficient bureaucracy in day-to-day government functions. However,
theapplication alsolets men restrict the movement of women under their guardianship
by revoking the woman’s right to travel with a few simple touches of their phones. Of
course,Absheris not the real problem here—itis the kingdom’s repressive male guardian-
ship system. And the only reason why the application is making headlines right now,
despite it being launched fouryears ago,is theincreased international scrutiny on Saudi
Arabia following the Jamal Khasoggi murder and the Rahaf Mohammed case,,in which
a Saudi teenager successfully managed to escape the clutches of the dreaded guardian-
ship system and get asylum in Canada
The increased coverage that the country’s repressive gender laws are receiving is indeed
good news, but a majority of the reporting concerning Absher also lacks recognition of the
otherside of the story. The Guardian cited a tweet from a Saudiwoman explaining that,while
theapplication facilitates the tracking of women, its alsoreduces the time needed tofile visa
papers forwomenwho do get to travel—areasoning that was used to furtherrestrictwomen
before. That said, even if it does serve an important purpose, a waiver can be presented in
manynon-digital butverifiable forms—even if this comesat the cost of some more time con-
sumed, it is still preferable to a scenario where the app can be used to track women’s move-
ment. The ‘dilemma’ over Absher’s positive fallout isn’t really a problem, given the
workaround. Butattackinganappwillbe of nohelp.Whatisneededis eliminating the unjust
practices that continue to marginalise and harm women and social and political reforms that
bring an end to the deep-rooted patriarchal understanding of women’s position in social
hierarchy that Wahhabism promotes.

Political
outcome
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Will small e-wallet players survive?

In order to encourage healthy competition, RBI
must either remove the stringent requirement

of full KYC compliance or provide for a cost-

effective method to complete it

AS THE DEADLINE for mandatory
requirement of completing KYC compli-
ance forall users of e-walletsapproaches,
ithasleft manyto ponderif thiswould be
the end of the road for several e-wallet
companiesinIndia,and putsthe users of
e-walletsina quandary.

The requirement of completing full
KYC canbetraced backto October2017,
wherein RBI issued a circular mandat-
ing all e-wallet entities to complete full
KYC of their wallet users by December
2017. However, several prepaid pay-
ment instruments issuers expressed
their difficulty in complying with this
requirement and RBI accordingly
extended the deadline to February 28,
2018.Now,as a final extension, RBI has
made it mandatory for all prepaid pay-
ment issuers to complete full KYC of all
its customers before February 28,2019,
failing which customers’ e-wallets
would become non-operational. While
the deadlines have been extended, little
has been done to address the issues
raised by e-wallet issuers.

This mandatoryrequirement posesa
threat toe-walletissuers,especially small
playersamong the e-wallet participants,
in terms of continuity of business. After
the Supreme Court’s judgment on ‘Aad-
haar’in Justice KS Puttaswamy and Ors.
v. Unionof India, corporate entitiesareno
longerallowed to use Aadhaar’s biomet-
ricidentification for KYCverificationand
RBI is yet to provide an alternative
method for e-KYC. As a result of this, e-
walletissuersare findingitvery onerous
to complete KYC verification, since the
only available method now to complete
KYC of customersisbyconducting phys-
ical verification. Companies with
resources to do soare rushing to comply

with the deadline by relying on physical
verification. However, forthe small play-
ers in the e-wallet market, pursuing
physical verification on such a large-
scale,would not onlybe difficult butalso
very expensive.This couldresultin these
small players exiting the market on
account of huge costs.

Further, physical verification of KYC
creates several limitations on the col-
lecting entity, some of which include
incorrect detailsbeing updated into the
system and documents being mis-
placed. Additionally, India is yet to
implement stringent measures to tackle
issues pertaining to privacyand security
breach of data. A full KYC verification
would mean collecting customers’ per-
sonal data and subjecting such data to
the risk of being compromised.

Itis also likely that customers will be
hesitanttocomplete their KYCwith each
e-wallet companyseparatelyonaccount
of the process being cumbersome. This
mayresultin existing e-wallet customers
to only maintain accounts with a few e-
wallet companies (preferably with the
big players) instead of holding multiple
e-wallet accounts, which may cause
small playerstoexit the e-wallet market.
Further,several smallerwallets are often
ancillary to the services provided by e-
walletissuersand offer operational con-
venience to users of those services. Such
users could also benefit from discounts
or other operational conveniences pro-
vided by such companies which have
integrated e-wallets into their applica-
tion. Suspension of e-wallets could thus
have abroaderimpact on usersaswell.

E-wallet players also have the addi-
tional worry of customers choosing UPI
over e-wallets as a digital form of pay-

& ARCHANA TEWARY
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ment.In 2016, the National Payment
Council of India introduced UPI, a sys-
temwhich enablesbankaccountholders
to transfer funds through the Immedi-
ate Payment Service (IMPS) using a vir-
tual paymentaddress.UPIdoes not have
tocomplywith full KYCrequirements of
customers since banks have already
completed the KYCverification of its cus-
tomers. In this regard, customers are
slowly moving towards making digital
payments on UPI rails due to ease of
transferring funds and non-require-
ment of additional KYC verification.
Considering this change in market pref-
erence,e-wallet playerswill be compelled
tointegrate UPI as one of their payment
systems, in order to remain relevant in
the market.

Foran economywhichisincreasingly
moving towards digital transactions, itis
critical for laws to support and nurture
fintech companies since, otherwise, the
smaller companies will have no option
but to shut shop.An example of thiswas
when several P2P lending platforms in
China shut operations as these entities
found it difficult to complywith the strict
regulationsimposed by the government.
Therefore,in orderto encourage healthy
competitionand provide optionstocus-
tomers, RBI must either remove the
stringent requirement of full KYC com-
pliance or provide for a cost-effective
method to complete full KYC.Is the gov-
ernment driving out competition and
creating a monopoly by ensuring that
the UPI platform is the preferred plat-
form? We believe it is time for the regu-
lators tositupandact.

Written with inputs from Kavya
KatherineThayil,anassociateat ] Sagar
Associates

RBI’s more optimistic growth projection
amid below-4% inflation will support a
further rate cut. Pencil in a 25 bps rate
cutin Q2 (most likelyin April)and attach
a20% chancetoonemorein Q3.Expect
GDP growth to pick-up to slightly above
7% by end-2019 and into 2020.

Edited excerpts from Nomura’s Asia
Insights India: The ‘Frown curve’—why
politics and economics don’t always smile
(February 14)
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Shadow of death in
the valley

There is no guarantee that military
action will prove efficacious in
curbing militant attacks. The sub-
continent cannot be turned into a
theatre of war. The intractable
territorial dispute is not amenable to
a military solution. It is a geopolitical
problem involving religious and
cultural identities and requires a
political solution through dialogue. It
must be conceded that militancy is
rooted in the political grievances of
the disaffected and alienated
Kashmiri people. The sad truth in the
valley is that the security personnel
and militants lose their lives in the
fight between them. Violence and
counter-violence and killings and
counter-killings get us nowhere.
Statesmanship and sagacity, as
against jingoism and bellicosity, are
what is now needed from all sides to
bring about a semblance of normality
and peace in the Himalayan region
— G David Milton, Maruthancode

Details of calls

Mobile phone service providers turn
down requests made for details of
‘incoming’ and 'missed’ calls on
mobile numbers of the person/s
making such a request in the name of
‘privacy’, while companies are
providing details of ‘outgoing' calls.
Providing details of ‘incoming' and
‘missed’ calls on request is of utmost
importance in cases of obscene or
threatening or harassing or fraud calls.
TRAI should make it mandatory for
mobile service providers to provide
details of 'incoming' and ‘'missed' calls
in the manner they provide such
details of 'outgoing’ calls

— Madhu Agrawal, Delhi
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NIVERSAL BASIC
INCOME (UBI) in its pure
form implies six essential
ingredients.Itis universal,
individual, cash, monthly,
unconditional and lastly it is a right
that cannot be withdrawn. As a full-
fledged social policy, it has not been
implemented anywhere in the world
yet. In the last decade, suddenly there
hasbeen an explosion of interestin the
idea—in the universities, mainstream
media and policy corridors. Political
philosopher Karl Widerquist of
Georgetown University calls the cur-
rent wave of enthusiasm and activism
as the third wave. The first wave was
between 1910 and 1940 and the sec-
ond one in the 1960s and 1970s, he
observes. While the earlier waves had
been sporadic, the current one seems
to be the longest one.

By‘universal’, we mean that all resi-
dents of a particular territory of a
nation state are entitled to a basic
income simply by virtue of being a res-
ident of the territory. Being universal
has two important advantages. One is
administrative efficiency. Income
transfer bypasses all the limitations
posed by the errors of targeting. In
India particularly, we have not been
able to resolve the question of target-
ing. Most of our welfare programmes
suffer from both inclusion and exclu-
sion errors. The second advantage is
called the ‘solidarity effect’. By giving
everyone, UBI ceases to be a welfare
scheme orasubsidyand all the stigma,
paternalism and disapproval that are
attached to it. Pragmatic questions
remain whether we can afford it,but we
will come to that later.

By ‘individual’, we mean that every
single individual—adult or child—is
entitled toa UBI,as opposed to giving it
to the household. This aspect of UBI
accords economic citizenship to each
and every individual and this is said to
have the ‘empowerment effect’. Indi-
viduals are empowered because enti-
tlement to UBI provides individuals a
sense of worth and protects individual
freedom. On the contrary, if UBI is
given to the household, a woman who
islivinginaviolent marriage would be
forced to continue in it just to have
basic income security.

By ‘cash only’, we mean that it
should not be in-kind transfers. It
should be cash only, and should be
delivered efficiently to the individuals
and ought to be leak-proof. Today’s
technology allows this kind of direct
transfer.

By ‘monthly’, we mean that UBI
should be given every month so that
people have a regular, predictable and
reliable income stream. This has
strong implications for the rate of zime
preference of the poor. In general, the
rate of time preference of the poor
households is very high, which means
that they tend to focus on the present
rather than on the future. In other
words, what they earn they are forced
to consume in the present rather than
have any kind of future orientation in
terms of savings or investment in
human capital. When they experience
aregular income stream, this changes
substantially,and they tend to develop
a future orientation—which means
that they begin to balance their cur-
rent consumption and investments
for the future.

By ‘unconditional’, we mean that
there should be no conditions whatso-
ever—ex ante or ex post.That is, neither
conditions related to eligibility to
receive basic income (age, gender,
income level, etc) nor conditions
related to demonstrating specific
behavioural compliance or an output
(school attendance, number of vacci-
nations taken, repayment of loans, etc).
In general, most welfare programmes
in India are conditional in nature and
their continuation is controlled and
regulated by avigilant welfare bureau-
cracy.Conditions are paternalisticand
humiliating, and they challenge the
potential recipients to prove that they
deserve the support.

By ‘right’, we mean that basic
income ought tobe given to peopleasa
matter of right and not a scheme that
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Basic income:
The idea
and Indian
experiments
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UBI has the potential to provide a sense of
security to individuals and households; to
provide all the members of the society safeguards
against the vagaries of market forces; and to give
individuals the freedom to say ‘no’ to certain
things and, equally, to say ‘yes’ to certain other
things in their lives

INGAPORE HAS EVOLVED asa

prominent global hub for the

asset management industry,

with its AUM close to $2.4 tril-

lion. The city state has also
emerged as one of the top investing coun-
tries into India, with a cumulative FDI
exceeding $73 billion and portfolio invest-
ment exceeding $37 billion.

Despite this, most funds managed by
Singapore-based managers are either
pooled or domiciled outside of Singapore
due to lack of a flexible corporate vehicle.
To address this, Singapore is now intro-
ducing a new corporate vehicle called the
Variable Capital Company (VCC). The VCC
framework has been cleared by the Singa-
pore Parliament and is expected to be
operational by early 2019.

The corporate framework

The VCC framework is meant only for
fund industry since it mandates appoint-
ment of a Singapore-regulated fund man-
agerand an independent custodian.

On the basics, a VCC is broadly similar
to a conventional company as regards
share capital with limited liability,a board
of directors and many other features. At
the same time, to facilitate entry and exit
of investors, the VCC framework provides

A game-changer
for FDI in India?

Singapore’s VCC framework is a

significant development for
investment fund industry

investing not only in India but
the whole of Asia-Pacific region

the following additional flexibility:

m It can make distributions to sharehold-
ers out of its capital even if it has no prof-
its or reserves;

m [ts shares could be regularly redeemed
or bought back without seeking share-
holderapproval each time;

m The value of its paid-up capital is always
deemed equal to its NAV—its shares must
be issued, redeemed and repurchased at
such NAV; and

m Apart from different classes of shares,
VCCscanalsoissue debenturesand bonds,
which could be listed on stock exchanges;

KUSHAL PARIKH
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VCCs can be set up as a single stand-
alone fund or an umbrella fund. While a
standalone fund enjoys all the above fea-
tures of the VCC framework, an umbrella
fund hasadditional advantage of creating
two or more sub-funds whose assets and
liabilities are completely segregated, i.e.
losses of one sub-fund will notimpact NAV
of any other sub-fund.

An umbrella fund structure would help
alarge fund managerattain economies of
scale by saving operational and compli-
ance costs associated with setting up mul-
tiple corporate vehicles.

SINGAPORE VCC

can be withdrawn at any time or given
as a temporary relief to cope with a
calamity.

Theoretically, the efficacy of UBI is
discussed assuming it is implemented
with all the above characteristics. It is
in this combination that UBI gains the
potential power:

m to provide a sense of security to indi-
viduals and households;

m to raise the floor and provide all the
members of the society a ground to
stand on—and then build theirlives on
that foundation navigating through
the vagaries of market forces;

m to enable individuals to possess the
freedom to say ‘no’ to certain things,
and equally to say ‘yes’to certain other
things in their lives.

Indian experiments

In India, the Self Employed
Women’s Association (SEWA) with the
support of the UNICEF had conducted
two experiments in Madhya Pradesh
between 2011 and 2013. The first
experiment was done in eight regular
villages and the second in a tribal vil-
lage. These experiments strictly
adhered to the model described above.
The transfers were:

m ‘universal’ within the village, which
means all the residents of the village—

In the SEWA-UNICEEF pilot in
Madhya Pradesh, it was seen
that food sufficiency
improved, small and marginal
farmers spent more time on
their farms, livestock nearly
doubled, and women started

new enterprises
S

rich and poor—received the basic
income;

m the entitlement was ‘individual’;

m ‘cash’was either transferred toa bank
account or, in the case of the tribal vil-
lage, given directly to individuals;

m it was given to them ‘every month’;
m it was completely ‘unconditional’;
and finally,

m it was a ‘right’ since everyone was
entitled to the basic income for the
entire duration of the experiment,and
even when a child was born during the
experiment he/she was automatically
added to the list of recipients.

In regular villages, each adult was
paid X200 per month for 12 months,
whichwas increased to ¥300 when the
transfers were extended by five more
months.In the tribal village,each adult
was paid X300 for a period of 12
months. Children were paid half of that
amount and money was transferred to
their mothers’accounts.

The results of the experiment were
extremely positive. Food sufficiency
improved, small and marginal farmers
spent more time on their farms and the
result was that more land was brought
under cultivation and agricultural pro-
duction has increased, livestock nearly
doubled, women started new enter-
prises, for smaller borrowings people
moved away from the moneylenders to
neighbours and relatives, and some
people shifted away from more
exploitative forms of employment to
less exploitative ones. The liquidity
that people enjoyed during the exper-
iment empowered them and enabled
them to make choices that turned out
to be positive and emancipatory.

These positive results, it seems to
me, can be primarily attributed to a
gestalt effect caused by a convergence
of different elements of the experi-
ment rather than because of the sim-
pleact of injecting cash into the house-
hold. The overall effect of a regular
basicincome was truly transformative.
The emancipatory value, it appears,
was several times greater than the
monetary value of the transfers both
because of the convergence of the
design elements and also cumulative
effect over time.

(This is the first of the two-part series.)
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Macroeconomic

impact of
uncertainty
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During 2012-18, did uncertainty play
any role in influencing the movement
of the multiple economic variables?

HE PERIOD OF UNCERTAINTY (after an eco-

nomic shock or the fear of occurrence of the

event,rather than the occurrenceitself) can have

a substantial impact on various economic vari-

ables byaltering the decision-making behaviour
of individuals at the macro or micro level. The economic
shock here refers to any economic policy (monetary or fis-
cal), regulation changes, any decision taken by the central
bank, policymakers or the government, or any unexpected
economic development.

Although there has been significant research on the
impact of uncertainty on economicvariables, it was not until
the recent financial crisis that it began to be widely
researched and quantified. Several research papers have pro-
vided evidence on how increased uncertainty has made a
noticeable impact on real activity in various countries. This
is of particular importance to policymakers. For any policy
decision to be effective, it becomes relevant that the poten-
tial benefits are rightfully understood by the group of indi-
viduals forwhom the policyis designed for or the nation.Any
uncertainty caused by the news of a policy decision might
make it difficult to implement effectivelyand/or negate the
positive outcomes to an extent. An example is the recent
demonetisation and theimplementation of GST,which cre-
ated huge uncertainty and impacted the Indian economy.

It has been well-documented how uncertainty, regard-
ing financial crises, has impacted the growth path of vari-
ous countries globally,including India. For example, uncer-
tainty explained part of the collapse in global economic
activity in 2008-09 (Stock and Watson 2012) and of the
sluggish ensuing economic recovery (IMF 2013).

During 2012-18 (till September 2018), did uncertainty
play any role in influencing the movement of the multiple
economic variables? We looked at the impact of economic
policy uncertainty (EPU) shocks on Indian macroeconomic
variables such as index of industrial production (IIP), retail
inflation,short-term money market rates, stock market, the
rupee,and imports using Impulse Response Function (IRF).
As a measure of uncertainty, we have considered the EPU
index developed by Baker et al (2013)—a news-based eco-
nomic policy related uncertaintyindex for major economies
around the world, including India. The accompanying
graphic plots the uncertainty index and the various shocks
that impacted the economy during this period.

It was found that the duration of the response in indus-
trial production against the uncertainty shock lasted for
about eight months before returning to long-term equilib-
rium level. Uncertainty caused significant changes in the
initial few months, and a large impact in the third month.
An impulse in uncertainty at time zero had a negligible
impact on retail inflation or CPI; it impacted the most
between first and second months, but the effects of the
shock completely dissipated around the fourth month.It has
also been found that uncertainty explained only 0.67% of
thevariationin CPIin the first month.An impulse in uncer-
tainty on 91-day treasurybills at time zero had a maximum
negative impact in the second month and became positive
in the fourth, but started to taper off from then onwards.

Interestingly, for the stock market,an impulse in uncer-
tainty at time zero had a maximum positive impact in the
second month, which then started to taper off from the
fourth month.One standard deviation shock in uncertainty
causes a significant change in the rupee for three consecu-
tive periods and it took seven months for the rupee toreturn
to its equilibrium level. Further, one standard deviation
shockin uncertainty caused a significant impact on imports
during the first month and the impact of the shock lasted
for six months before returning to equilibrium.

Economic policy uncertainty index
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The taxation framework

For tax purposes,a VCC will be treated
asasingleentity,i.e.in case of an umbrella
VCC,sub-fundswill not need to undertake
separate tax compliance. Further,a VCC
should be eligible to access Singapore’s tax
treaty network where it is considered as a
Singapore tax resident based its ‘control
and management’in Singapore.

Asregards incentives,a VCCwill be eli-
gible toapply for tax exemptions available
to other funds managed by a Singapore-
based fund manager. Such exempt VCCs
will also be eligible for GST remissions

reducing the Singapore GST incidence on
management fees toa small fraction. Fund
managers will be eligible to apply for con-
cessional tax rate of 10% in respect of
their fees from VCCs.

Re-domiciliation of existing

overseas funds in Singapore

The existing offshore funds with a
framework similar to a VCC will be per-
mitted to be re-domiciled in Singapore.
Where the overseas fund is not structured
similar to a VCC, then restructuring may
be explored prior to re-domiciliation.

This feature is expected to give further
boost tolocal domiciliation of investment
funds in Singapore.

VCCs in Indian context

While the India-Singapore tax treaty
has been revised to do away with the tax
exemption of capital gains on sale of
shares of an Indian company, the treaty
still offers grandfathered exemption for
cash equity investments made up to
March 31,2017 (irrespective of when such
investments are sold). Further, it contin-
ues to exempt gains from other financial
instruments (i.e.bonds,debentures,deriv-
atives instruments, etc).

However, the existing Singapore funds
with feeder/pooling vehicles outside Sin-
gapore could face challenges on the eligi-
bility of the India-Singapore tax treaty
benefits due to introduction of Indian
General anti-avoidance rule (GAAR) pro-
visions effective from April 1,2017,and
the proposed introduction of treaty anti-
abuse provisions under the Multilateral
Instrument (MLI).

The VCC framework provides an effec-
tive way to deal with the above challenges
toinvestment funds.Once the framework
is effective, fund managers will be able to
poolfundsin Singaporeitself. Further,the
VCC will have a Singapore-based invest-
ment manager, custodian,administrator,
etc. This will significantly strengthen the
commercial substance for investment
funds and strengthen the case for treaty
access in this post-BEPS era. One may also
explore re-domiciliation of existing off-
shore pooling vehicles to Singapore with
the similarintention forrealignmentwith
commercial substance.

The introduction of the VCC frame-
workin Singaporeisasignificant develop-
ment for the investment fund industry
investing not only in India but the whole
of Asia-Pacificregion. Specifically froman
India point view, clearly the VCC regime
could prove to be a game-changer.
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EASY DOES IT

Low inflation stokes expectations of further monetary easing.
But macroeconomic stability concerns remain

N MONDAY, AFTER Finance Minister Arun Jaitley’s address to the RBI board
on the interim budget, Governor Shaktikanta Das said that the central bank
would discuss the issue of transmission of rates with banks this week. It
has been over 10 days since the repo rate was cut by 25 basis points. The
RBI appears concerned that credit flow has not been broadbased. The move to nudge
banks to lower rates comes at a time when the latest data from the Central Statistics Office
shows annual consumer price index (CPI) inflation to have touched a 19-month-low of
2.05 per cent, which is half of the RBI target. While the decline is largely on account of
food inflation — which has now been negative for four successive months — it has, nev-
ertheless, fueled expectations of the RBI effecting yet another cut in its benchmark repo
or overnight lending rate. Most market players and analysts are not ruling out a fresh 0.25
percentage point reduction in April, before the coming Lok Sabha election. The possibil-
ity of further monetary easing has been reinforced by the release of the latest industrial
production data for December, which shows a year-on-year growth of just 2.4 per cent.

The overall trajectory of inflation in India forcing even an otherwise conservative RBI
toreassess demand conditions in the economy comes at a time when global policymak-
ers, too, are reviewing their earlier monetary policy “normalisation” stance in the face of
a slowdown in China and Europe. Until late last year, the bets were on the US Federal
Reserve raising rates at least a couple of times this year. But the chairman of the world’s
most powerful central bank, Jerome Powell, has signaled that the Fed will now be “patient”
when it comes to raising rates, after looking at headwinds to growth in major economies.
Even the IMF, which, just over a year ago, talked of a “synchronised” global growth re-
covery, has warned of a bumpy road ahead.

Simply put, India may well enter the election season with low inflation (more so, in
food) and falling interest rates, apart from a strong rupee and stable global crude prices
(which were both worries only four months ago). This should ordinarily be good news for
aruling party. But when low or negative food inflation is also synonymous with agrarian
distress and the RBI and, in turn, banks being under pressure to slash interest rates (de-
spite fiscal slippages on the part of the Centre as well as states) a sign of weak growth, in-
vestment and job conditions, matters become more complex. In the past, staying the
course on macroeconomic stability has always proved beneficial for the Indian economy.
There is no reason to assume otherwise in today’s uncertain times.

WHO RULES?

Kiran Bedi’s face-off with Chief Minister Narayanasamy in
Puducherry raises questions about role of Lt Governor in UTs

HE UNSEEMLY CONFRONTATION between Lieutenant Governor Kiran Bedi

and Chief Minister V Narayanasamy in Puducherry raises serious questions

about the remit of the LG’s office in this Union Territory with an elected gov-

ernment. Narayanasamy is sitting on a dharna outside the Raj Bhavan since
February 13 demanding that the LG approve his cabinet’s proposals concerning social
welfare schemes and other governance matters. Bedi, who left Puducherry for Delhi a
day after the dharna began, cut short her visit and returned to the state capital on Sunday.
Both parties have preferred to engage through open letters, public statements and social
media barbs instead of sitting across the table and sorting out their differences. Delhi
Chief Minister Arvind Kejriwal and his deputy, Manish Sisodia, visited Narayanasamy on
Monday to express solidarity and to highlight what they see as an attempt by the Centre
to usurp the powers of elected governments through the LG’s office.

In Delhi, a combative government has taken its disputes with the LG to the Supreme
Court. Though the issues in Delhi and Puducherry seem similar, the LG of the National
Capital Territory has more executive powers compared to his counterpart in the south-
ern UT. This is understandable since Delhi is also the home of the Union government. The
Government of Union Territories Act, 1963 allows the office discretionary powers, but
these must be exercised judiciously and only in exceptional circumstances. Puducherry
has an elected assembly and the task of law making should be entrusted with it. Similarly,
public policy and administration must be left to the elected representatives. Bedi has
chosen to ignore this simple principle and is insisting that the elected government func-
tion under her direction. For instance, among the proposals Bedi has refused to approve
are a government initiative for free rice — the LG has mooted cash transfers, instead —
and salaries for teachers in aided institutions. The LG may disagree with these, but should
she stall them, especially since some of these proposals were a part of the ruling party’s
election manifesto and are within the ambit of law?

The UT Act was legislated more than half a century ago. Much has changed in UTs like
Delhi and Puducherry, which have legislative assemblies. The office and role of the LG
needs to be restructured to recognise the shift in public sentiment towards more democ-
racy. Clearly, there is a need to reimagine the political system in the UTs in favour of the
popular government.

SPACE FOR HUMOUR

Nasa seeks jokers in the pack to keep cooped-up crews in good
humour. It has been imagined before

AVING RECRUITED PILOTS, aerospace engineers, electronics technicians

and meteorologists for decades, Nasa is turning the attention of its human

resource department on an unexpected profession — natural clowns. As it

prepares for the era of long-haul spaceflight, it confronts a problem that has
provided the plot for hundreds of science fiction stories: How do humans trapped in the
tiny cabin of a spacecraft hang together for months or years, and not attack each other?
The ideal solution (seen to best advantage in Arthur C Clarke’s 2001: A Space Odyssey) is
to put them to sleep. But neither ageing nor waking and sleeping are understood well
enough for us to interfere with them. And besides, a cheaper solution is already available
— humour.

It has been observed that teams work better together if one of the members has a
sense of humour. A bit of chaffing cuts through formality, and a joke helps to break the ten-
sionwhen people have serious differences, often by diverting attention from the point at
contention. The capacity for humour is innate, and researchers are now helping Nasa to
identify the traits that would let it zero in on the joker in the pack. The world’s premier
space agency has made it clear that a good line of gags won’t automatically qualify a can-
didate for the job. The person must also be able to read the space altimeter, do some ex-
tra-vehicular activity, repair the leaking thingamajig, and generally lend a shoulder.

However, it must be pointed out that these pioneering humorists will not be the first
clowns in space. In the popular imagination, that honour must go to the cast of the 1988
cult classic, the Chiodo Brothers’ Killer Klowns from Outer Space. As always, reality is
doomed to toss fretfully in the wake of the human imagination.
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WORDLY WISE
AS SOON AS YOU HAVE MADE A THOUGHT,

LAUGH AT IT.
—LaoTzU

I grieve for my men

But having led Punjab Police in fight against terrorism,
[ can say that strong-arm tactics alone will not work

JULIO RIBEIRO

I GRIEVE FOR my men who lost their lives so
suddenly in Pulwama. The entire country is
grieving. More so, the man who once com-
manded the force. After my three years-plus
as Mumbai city’s police chief, I was asked to
head the Central Reserve Police Force (CRPF),
which I did for a few weeks in 1985 till the
then prime minister felt that the state of
Gujarat needed my services.

Earlier, as a middle-ranking officer,  had
served the CRPF as the Range DIGP in
Hyderabad for three and a half years before
doing a staff assignment at its headquarters
in Delhi for another two and a half years.
Having spent six years in this excellent
force, readers will forgive me for shedding
more tears than others who do not know
the ethos that informs the performance of
its brave jawans.

Unlike the army that recruits mainly
from the martial races and organises its
regiments accordingly, the CRPF casts its net
all over the country. Great care is taken to
ensure that all states, all communities, all
religions, all castes and all languages
are represented in each battalion. The
men soon learn a common language that s
Hindi or Hindustani and they adjust to a
common diet and a common ethos. They
live away from their families for months
together, most often in the most primitive
conditions.

In the ranks, the CRPF is slyly referred to
as “Chalte Raho Pyare” because of the con-
stant moves a battalion is called upon to un-
dertake when unrest raises its ugly head in
some remote corner of the land. Theirs is
not to reason why. They are to obey and
obey instantly without any waste of time.

The job of the officers and the NCOs is to
ensure that discipline is always maintained

Outpourings of grief,
specially spontaneous ones
by common citizens, are
reflections of human feelings
and love of the country. But
they alone will not usher in
an end to the trouble our
country faces in Kashmir or
in other parts of the land
where terrorism and
insurgencies threaten
normal civilised existence.
At the cost of sounding
politically incorrect, let me
point out that the classical
form of terrorism that we
face today in Kashmir
requires a classical response.

and that the training of the men to tackle
terrorists and violent mobs is imparted in
such a manner that the minimum possible
force is used on each occasion. Hence, it
grieves me to learn of the instant loss in one
explosion detonated by a “fidayeen” of 40-
odd well-trained and highly motivated men
of the force I once called my own.

Was it preventable? Many will argue
that more precautions could have been
taken to sanitise the road on which the con-
voy travelled. That is easy for arm-chair an-
alysts to conclude. They need to be re-
minded that security forces have to be lucky
all the time in operational areas in order to
survive. The terrorists need such luck only
once in order to succeed. A determined sui-
cide bomber knows that once he has es-
caped the intelligence networks and secu-
rity cordons, no power on earth can stop
him. If the going is impossible on a dozen
occasions, a chink in the security armour
may possibly be found on the thirteenth try.
And the consequences are disastrous, as we
have seen. You have to be alert 24x7 each
day in such terrain if you want to die in your
own bed at home.

The sacrifices these men have made
have been acknowledged by ordinary folks
all over the country. In Mumbai, the city in
whichIlive, street corner gatherings of men
and women of all ages, castes and creeds,
have been spontaneously organised with
lamps being lit in memory of the fallen
brave.

At a western classical music concert at
the NCPA on Saturday evening, the orches-
tra conductor asked the audience to stand in
silence for a couple of minutes to remember
the dead. A day earlier, the Turf Club author-
ities had asked race-goers to do the same at

a race meeting. And on Sunday, the priest
presiding at mass in church asked worship-
pers to join a silent procession after the
service to voice solidarity with those who
died.

Outpourings of grief, specially sponta-
neous ones by common citizens, are reflec-
tions of human feelings and love of the
country. But they alone will not usherinan
end to the trouble our country faces in
Kashmir or in other parts of the land where
terrorism and insurgencies threaten nor-
mal civilised existence. At the cost of sound-
ing politically incorrect, let me point out
that the classical form of terrorism that we
face today in Kashmir requires a classical
response.

Having led the Punjab Police in its fight
against terrorism of the nationalist variety
and having exchanged views and experi-
ences with the Chief Constable of Northern
Ireland on a visit in 1988, I can state with
some authority that strong-arm tactics
alone will not put an end to such troubles.
Of course, the extremist leaders need to be
neutralised by determined security opera-
tions but if the community to which the ter-
rorist belongs is not won over, the latter will
continue to receive “oxygen” from co-reli-
gionists and one fallen terrorist will soon be
replaced by one or even two or three emo-
tionally-charged men.

It is imperative, therefore, to revise the
policy of “muscular response” to one that
includes a simultaneous appeal to the good
sense of the local inhabitants and treats
them not as enemies but as respected citi-
zens of this ancient land.

Ribeiro led the Punjab Police during some of
the state’s worst years of terrorism

HoOPE & DESPAIR OF GULLY BOy

The film frames the wretched reality of urban poverty and the dream of a better life

SATYAM VISWANATHAN

GULLY BOY HAS rapped its way into Hindi-
speaking India’s consciousness with a new
clarion call for a country simmering with
aspiration. Apna time ayega (my time will
come) s the conviction that helps Murad, a
young Muslim man in Mumbai’s inhuman
slums, cope with the abyss between his
wretched daily reality and the dream of a
better, fuller life.

Most of us privileged Indians go about
our daily lives acting as if the grotesque
poverty all around us is invisible. We’re too
busy expanding our incomes and advan-
tages to be bothered with the problem of
systemic and widespread poverty. In this
context, to set a big-budget Bollywood film
with A-list stars inside a Mumbai slum, and
accurately reflect the lives of its inhabitants
— the standard-issue brutality and unbear-
able stress that defines their daily existence
— is an act of empathy and acknowledge-
ment that is rare in our country. That the
movie seeks to understand the people living
in slums on their own terms, without re-
ducing them to stereotypes that serve elite
needs — as sources of cheap labour and ob-
jects of pity — makes it an even more im-
portant work of art.

Gully Boy is getting relatively affluent
Indians who stare unsympathetically (or
maybe even with hostility) at slum dwellers
every day, to cheer from their plush multi-
plex seats as an underdog tries to forge a
path out of poverty and drudgery. It is worth
noting, however, that the movie,inanod to
just how vicious life in Mumbai can be, does
not try to give us a rags-to-riches tale. The
story does not offer its protagonist anything

‘Gully Boy’ is getting
relatively affluent Indians
who stare unsympathetically
(or maybe even with
hostility) at slum dwellers
every day, to cheer from their
plush multiplex seats. It is
worth noting, however, that
the movie, in a nod to just
how vicious life in Mumbai
can be, does not try to give us
a rags-to-riches tale.

more substantial than the promise of a Rs
10 lakh prize and a bit of fame. Ten lakhs
doesn’t go very far in Mumbai. Divine and
Naezy, the original gully boys whose life sto-
ries inspired the movie, still live in the city’s
slums.

If foreigners could tell Indians apart
based on the colour of our skin we would
be ostracised by the global community for
practicing a form of apartheid. Mumbai
would look very much like Johannesburg
or segregation-era America if class and caste
distinctions were reflected in the colour of
our skin. Though its citizens all live cheek-
by-jowl, Mumbai has long been ghettoised
— formal housing is largely the preserve of
Hindus, while Muslims and Dalits (or Neo-
Buddhists) are over-represented in the city’s
sprawling slums. If this divide was visible
through a South African or North American
lens, Mumbai’s high rises and plusher lo-
calities would be almost entirely white, and
its slums predominantly black.

We cheer for those who try and rise up
against the odds in India but are uncon-
cerned with the structural divides that pre-
vent them from accessing opportunities
and advancing (no running water and san-
itation, no security that the flimsy roof
above your head won’t be demolished on a
whim, no access to decent education).
Human beings reduced to their stomachs,
struggling daily with the uncertainty and
indignity of not knowing how they will fill
and empty their bodies, have their minds
completely preoccupied with meeting
these basic needs. Political parties benefit
when voters are on edge and easily infuri-

ated. Incremental sops that keep the poor
mired in an endless cycle of poverty create
afertile ground for identity politics that dis-
tract attention from poor governance, wide-
spread corruption and appalling apathy.

An optimist would say that Gully Boy,
with its big blockbuster credentials, speaks
across India’s seemingly unbridgeable di-
vide, saying to our society’s have-nots that
the haves see them, acknowledge their
struggle, and want them to succeed. Maybe
the cheers for Gully Boy in Mumbai’s
swanky multiplexes are a sign that the
elites who typically live in India by disen-
gaging from its reality, are recognising that
a society cannot continue to function with-
out a serious churning, unless there is a
concerted effort to engage with the vast
majority of have-nots, with their stories,
dreams and aspirations.

A pessimist would say that Gully Boy is a
great feel-good story that makes relatively
more affluent Indians feel noble about sup-
porting the underdogs who they otherwise
exploit and ignore with studied indiffer-
ence. The cynical view is that it allows us to
feel like we are caring and well-intentioned
— and to buy this self-image for the price of
a movie ticket, before flaunting it on
Facebook.

Apna time ayega is a clarion call that
brims with the hope of a better future, but
also contains the seeds of crushing despair.
Because talent is distributed evenly, but op-
portunities are not.

The writer is a consumer researcher and
part of the founding team at Junoon Theatre
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CHINA-VIETNAM RIFT

VIETNAMESE FORCES HAVE stalled the
drive of a Chinese armoured column rein-
forced by infantry units five kilometres in-
side the rugged northwestern mountain
province of Hoang Lien Song, the Voice of
Vietnam said. The broadcast, monitored in
Bangkok, said that a column of 10 Chinese
T-62 heavy tanks had ground to a halt and
was awaiting reinforcements from China.
The column, originally consisting of 18
Chinese tanks, began crossing a floating
bridge near Muong Khuong village in north-
western Vietnam, but Vietnamese forces
managed to blow up the bridge destroying
eight of the tanks, the Vietnamese claim.
Thaiintelligence sources indicated that the
Chinese infantry too had been stalled by

barriers consisting of sharpened bamboo
sticks and landmines laid by retreating
Vietnamese units.

CONGRESS (I) BoycortT
CONGRESS (I) MPS will boycott the joint
session of the two Houses. President
Neelam Sanjiva Reddy is due to address the
joint sitting of the Lok Sabha and Rajya
Sabha, marking the beginning of the 13-
week budget session. The boycott decision
was conveyed to the President by C M
Stephen, leader of the Congress-I in the Lok
Sabha and Kamalapati Tripathi, party leader
in the Rajya Sabha. The two Congress-Ilead-
ers met the President and submitted a
memorandum listing their reasons for ab-
staining from the joint session.

VAJPAYEE'S CHINA VISIT
NOT CONCEALING HIS anxiety at the
Chinese action against Vietnam, External
Affairs Minister Atal Bihari Vajpayee cut
short his China visit by a day and returned
home to a quiet, low-key farewell. He
looked a trifle disappointed as he boarded
the Hovercraft to Hong Kong, rather like a
well-settled batsman who returns to the
dressing room in the last over of the day.
Canton was only the last stretch of his one-
week visit to China, which had so far
seemed satisfactory. During the three days
in Peking, Vajpayee talked to Chairman
Hua Guofeng, Vice-Premier Deng Xiaoping
and Foreign Minister Huang Hua, review-
ing both the international scene and
bilateral issues.
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WHAT THE OTHERS SAY

“Islamabad is hoping to attract oodles of investment money as Saudi Arabian
Crown Prince Mohammed bin Salman arrived in the country on Sunday.”
—THE EXPRESS TRIBUNE

Nationalism comes

AND INDIA (200110 2016) t S d . AI' b o
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Iranian mullahsin black. Neither India’s tra-
ditional enthusiasm for Arab solidarity nor
Delhi’s fears about Islamic unity are of little
policy consequence in the region.

That Saudi Arabia is ranged against the
political Islam of Turkey and Iran and is con-
fronting groups like the Muslim
Brotherhood says something about the un-
folding structural shift in the region’s poli-
tics. The House of Saud, which let religion
play an ever larger role in its domestic poli-
tics and foreign policy since the late 1970s,
woke up to existential threats after 9/11 at-
tacks, the Arab Spring beyond its borders and
the challenge, from within, of the extremist
groups that championed political Islam.

The attempts to strengthen nationalism
in Saudi Arabia began under King Abdullah
during his long years as the crown prince.
The annual Janadriyah festival, that he be-
gan, celebrates the Arabian peninsula’s her-
itage and culture. In 2005, he declared the
Saudi National Day — September 23 —as a
national holiday. This is the only non-reli-
gious holiday in the kingdom.

Crown Prince Salman is taking forward
this agenda. Being a “Saudi” is slowly, but
certainly, becoming as important as being
a“Muslim” or an “Arab”. The word “traitor”
is increasingly being preferred over “infi-
del” to describe the enemies of the state.
Sports, especially football, have begun to
forge a new secular bond among the
Saudis. “Patriotism” has also become the
trope to mobilise popular sentiment be-
hind the Saudi armed forces participating
in the civil war in Yemen.

Prince Salman’s nationalism is not all
about symbols and vocabulary.Inaland that
has not known freedom of religion for non-
Sunni [slamic denominations and non-
Muslim faiths, he is taking some tentative
steps. There is a conscious effort to
strengthen the outreach to the long-sullen
Shia minority in the kingdom'’s eastern part.
There is mounting speculation that Riyadh
might have its first Shia mosque in the not
too distant future. The first ever mass of
Coptic Christians was held on December 1
last year at a private home in Riyadh and
Prince Salman has received delegations of
American Christian evangelicals.

These are but small steps in one of the
world’s most conservative societies.
Salman’s nationalism is also, without ques-
tion, a top-down project. It will surely run
into many a problem. But that does not take
anything away from the fact that the king-
dom is experimenting with long overdue

RAaja MANDALA
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A race to atone
for neglect of the farmer

But last-minute attempts, ahead of elections, are no substitute for
the structural reforms and investments needed in the agriculture sector

CR Sasik
GSIKUMAT \WHEN WE THINK of nationalism in the

Middle East, we recall “Arab nationalism”
that animated Indian engagement with the
region over the last several decades. But as
Delhi prepares to host the Saudi Crown
Prince Mohammed bin Salman this week,
India must come to terms with an unfamil-
iar idea — “nationalism in Arabia”.

Promoting nationalism and downplay-
ing pan-Arabismand pan-Islamismisat the
very heart of Crown Prince Salman’s effort
toreorient Saudi Arabia’s internal and exter-
nal policies. And he is not the only one.
Others, especially the United Arab Emirates,
are also trying to construct a national iden-
tity to cope with the turbulence in the
Middle East.

The kingdoms of the Arabian Peninsula
did not have to fight for their “national” in-
dependence from colonial rulers. Nor did
they inherit a clear and continuous territo-
rial entity on which to found a nation. The
Arabian monarchies, naturally, chose torely
on tribal and religious identities for their po-
litical legitimacy. The Arabian monarchies
were also quite happy to go with the regional
flow on supra-national politics. Today, as the
Gulf monarchies review the growing threat
of transcendental ethnic and religious move-
ments, they are turning to nationalismas an
insurance.

The rulers of the Arabian peninsula are
also acknowledging that the construction of
coherent communities out of their societies
— overflowing with expatriates of different
faiths and denominations — will need more
than shared religion, sect, tribe or ethnicity.
Thatis where “nationalism in Arabia” comes
in. It is very different from “Arab national-
ism”, which was supposed to transcend na-
tional boundaries. Nationalism in Arabia is
about defining the interests of separate sov-
ereign states. In the past, Arab nationalism
was seen, especially in India, as a progres-
sive force countering conservative religious
impulses. Today “nationalismin Arabia” has
risen out of the debris of Arab unity and
Islamic solidarity. That the old illusions are ir-
relevant is reflected in the fact that the Arab
League and the Organisation of Islamic
Cooperation are both in a shambles.

For newly-independent India, “Arab na-
tionalism” had a special appeal. It resonated
with theideas of anti-imperialism as well as

from about $25 billionin 2013-14 to less than
$10billionin 2017-18.This has led to a glut of
agri-produce at home and, consequently,
prices have fallen, reducing the profitability
ratio across most crops significantly, since
2013-14. And so also is the case with dairy.
The government is saddled with massive
stocks of grains, far above the buffer stock
norms. For example, rice stocks with govern-
ment agencies touched about 37 MMT on
January 1, as against a buffer norm of only 7.6
MMIT for that date. This speaks of massive in-
efficiency in the grain management system.

Needless to say, agriculture has been cry-
ing for wholesale structural reforms, espe-
cially in agri-marketing, from abolition/prun-
ing of the Essential Commodities Act to
reforming APMC, to futures trading, to a ne-
gotiable warehouse receipt system, to build-
ing commodity-specific value chains on the
lines of Amul’s milk model, etc. But the time
for structural reforms has run out. And now,
there is arace to compensate farmers for their
losses, an admission of the failure of the agri-
culture policy followed so far, which has a
massive in-built consumer bias.

India wants to compete with China and
become a force in the world. It cannot do so
unless it supportsits farmers in a systematic
manner. The Producer Support Estimates
(PSEs) of India, China and the OECD clearly
show that India has been implicitly taxing its
farmers through restrictive trade and mar-
keting policies. On the contrary, China sup-
ported its farmers to the tune of $232 billion
and the OECD countries by $235 billion in

reach more than 30 per cent of the farmers.
Directincome support has much better reach
but will also cost more. My guess is that the
package could be anywhere between Rs 2
lakh crore to Rs 3 lakh crore, almost three to
four times higher than the package an-
nounced by the Modi government. And this
can swing farmers’ votes.

If the fisc has to be kept within reasonable
bounds, money has to be found by rationalis-
ing some other programmes. My two-penny
unsolicited advice to all political parties is that
itis time to revisit the food subsidy and MGN-
REGA programmes and rationalise them. Food
subsidy for consumersis Rs 1,84,220 crore and
the MGNREGA is budgeted at Rs 60,000 crore
in the current Union budget. On top of this,
there are the pending bills of the Food
Corporation of India, which amounted to
aboutRs 1.35 lakh crore in April 2018, and may
notbe much less in April 2019. So, in a way, for
the so-called “poor”, the safety nets cost any-
where between Rs 3.5 to 4 lakh crore.

The problemis that food subsidy covers 67
per cent of the population, with massive leak-
ages. This needs restructuring and rationalisa-
tion. For example, if one restricts food subsidy
to the bottom 20-25 per cent of the popula-
tion, and links issue price to at least half the
economic cost of the FCI, gives cash in lieu of
grains to farmers, and restricts MGNREGA to
drought years and/or merges it with agri-op-
erations, one can easily save more than Rs 1
lakh crore per annum. This can be diverted to
farmers. Similarly, put the fertiliser subsidy di-
rectly into the accounts of farmers, and let

FROM PLATE TO PLOUGH
BY ASHOK GULATI

WITH ELECTIONS APPROACHING, every party
is swearing by farmers and trying to woo
them for their votes. The Narendra Modi gov-
ernment has already announced a package of
Rs 75,000 crore for about 12.6 crore small and
marginal farmers. While in absolute terms,
this looks sizeable, once it is divided by the
number of farm families to be covered, the
amountis very small — just Rs 6,000 per fam-
ily per year, which is about 6 per cent of their
annual income. This level of support, unless
augmented further, may not go far in winning
the farmers’ confidence. Most would agree
that farmers have been under stress for quite
some time, and have not got justice so far.
While the Modi government claims that
its record on overall growth (GDP) is better
than the UPA government’s (notwithstand-
ing the suspicions many have about the re-
vised GDP series), it is the nature of growth
that matters as well. In a country where 47
per cent of the workforce is engaged in agri-

Needless to say, agriculture
has been crying for wholesale
structural reforms, especially
in agri-marketing, from
abolition/pruning of the
Essential Commodities Act
to reforming APMC, to
futures trading, to a
negotiable warehouse receipt
systems, to building

culture, it is the growth of agri-GDP that is
even more critical for the alleviation of
poverty and providing nutritious food.

The average annual agri-GDP growth in
the first four years of the Modi government,
for which dataisavailable, is just 2.5 per cent
compared to 5.2 per cent in the last four years
of the UPA government. The exports of agri-
produce have fallen since the peak of $42.5
billion, achieved in 2013-14, to a negative
growth in agri-exports during the Modi gov-
ernment’s tenure. On the other hand, agri-
imports have consistently risen, reducing the
net export surplus (exports minus imports)

2016-17 alone (see graph). No wonder China
produces more than triple of India’s agri-out-
put from a lesser cropped area.

Congress President Rahul Gandhi is go-
ing around the country and promising loan
waivers to farmers, promising even higher
MSPs (in Chhattisgarh, the Congress govern-
ment has raised the MSP for paddy from Rs
1,750/quintal toRs 2,500/quintal),and nowa
minimum monthly income for the poor. He
has not spelt out yet what would be its size,
and who all would be covered under it. Loan
waivers and higher MSPs have serious limi-
tations in terms of their reach. They cannot

commodity-specific value
chains on the lines of Amul’s
milk model, etc. But the time
for structural reforms has
run out. And now thereis a
race to compensate farmers
for their losses, an admission
of the failure of the
agriculture policy followed
so far, which has a massive
in-built consumer bias.

them choose whether they want to do organic
farming or use chemicals. DBT through cashin
farmers’ account with linkage to Aadhaar, their
bank accounts, geo-tagging of farms, and up-
dating of land records is a better way to sup-
port farmers than loan waivers and unduly
high MSPs. It may be noted that this is not a
substitute to either the structural reforms or
investments that are needed in agriculture.In
fact, this is a sort of atonement for not acting
on those fronts.

Gulatiis an Infosys Chair professor for
Agriculture at ICRIER

Watcher of the Valley

Major General Afsir Karim was prescient about a Pulwama-like attack

C UDAY BHASKAR

THE RESPONSIBILITY FOR the Pulwama ter-
ror attack, that resulted in the loss of precious
lives of CRPF personnel, has been brazenly
claimed by the JeM (Jaish-e-Mohammad).
The objective of the terror group and their
handlers was clearly more than blowing up
the convoy of buses. Some of the more cor-
rosive ripples have been felt across India by
citizens of Kashmiri origin and, to the credit
of the CRPF, the organisation has reached out
to those who have been targeted because of
the angry post-Pulwama mood currently an-
imating some Indians.

Ina commendable outreach that speaks
volumes about the professionalism of the
CRPF, a tweet reads: “Kashmiri students and
general public, presently out of Kashmir can
contact @CRPFmadadgaar on 24x7 toll free
number 14411 or SMS us at 7082814411 for
speedy assistance in case they face any diffi-
culties/harassment.”

It is often forgotten that India is dealing
with a complex Pakistan-sponsored proxy
war in J&K that began in early 1990 with the
forced expulsion of the local Hindu commu-
nity. The Indian state abdicated its responsi-
bility then and, 29 years later, a heavy price
is being paid by the soldier. What are the ob-
jectives of this proxy war with its Islamic ter-
ror contour? Regrettably, the most insight-

ful, informed and analytically incisive pro-
fessional who had spent years studying this
challenge to Indian security — Major General
Afsir Karim — is no longer with us.

Afsir sir, as many of us referred to him,
passed away on February 12 after a pro-
longed illness and was buried in Aligarh the
following day, with his comrades-in-arms
from the Para regiment doing the final
farewell. Founder-editor of Aakrosh (India’s
first transnational terrorism journal), Karim,
in a prescient editorial (January 2018) cau-
tioned that as part of the Pakistan-supported
proxy war, there would be the “advent of fi-
dayeens with the aim of causing maximum
casualties among the security forces in high-
security areas”. Pulwama occurred soon af-
ter his demise.

Detailing the objectives of the proxy war
being waged by Islamic terror groups such
as the JeM and the Lashkar-e-Taiba (LeT),
Karim had specifically listed 10 of them. One
objective is very relevant in relation to
Pulwama: “Destroying political and social
cohesion between diverse ethnic, caste and
religious subgroups that exist in Kashmir”
and, by extension, in the rest of the country.
The insightful editorial also highlighted the
proxy war pattern wherein, “Incidents cal-
culated to increase alienation would be cre-

ated.” Sadly, what is happening in those parts
of India where the post-Pulwama outrage
has manifested in Kashmiri-owned shops
being damaged, are cases in point.

General Karim was the Division
Commander in Gujarat before he retired in
the late 1980s and had dealt with the emerg-
ing internal security challenges that would
soon get embedded in the Indian political
dynamic. His firm handling of certain covert
and malevolent local political conspiracies
that sought to stoke communal discord en-
sured that peace and order in his area of re-
sponsibility was not disturbed. While this
was gratefully appreciated by the affected
communities, my conjecture is that his su-
periors in Delhi were not quite enthused.
However, given his deeply ingrained trait of
not drawing attention to his many profes-
sional accomplishments, General Karim
would never divulge more than what I
needed to for my study on civil-military
relations.

Deeply dismayed by the events of the last
few years in J&K and the growing intolerance
within India’s social fabric, General Karim
brought high-calibre lucidity into the under-
standing of the internal security challenge
and its external overlap. The Kashmir im-
broglio, in his view, was being exacerbated

by: “The absence of any political dialogue,
the slump of the local economy, high unem-
ployment rate and excessive militarisation
of the public space which helped the
Wahhabi movement.”

Areview of J&RKK would indicate that the
socio-religious transformation in the state
has seen an increasing radicalisation that has
choked the more tolerant Sufi tradition and
introduced a new Wahhabi culture in the
Valley. The 20-year-old Adil Ahmed Dar who
rammed an explosive-laden car into the
CRPF bus is representative of how young
Kashmiri youth can be indoctrinated to
blindly pursue the path of terrorism.

The abiding concern for many security
professionals in recent years is the manner
in which Indian politics is evolving and the
negative impact this trend is having on the
internal security fabric of India. Afsir Karim
shared this concern. Thus, it was ironic that
on the day of his burial in Aligarh, students of
the local university were being booked for
sedition and this was ostensibly triggered by
fake news.

RIP General Karim. Soldier-scholar of the
highest professional integrity.

The writer is director, Society for Policy
Studies, New Delhi

the slogans of state socialism and non-align-
ment. The issues that dominated the region
— the conflict between the Arabs and Israel,
the Palestinian struggle for nationhood and
the jointinitiatives by the Arabs — reinforced
India’s decision to frame the politics of the
region in those terms.

As Arab nationalism went on the back-
foot after the stinging defeat suffered by the
Arabs in the 1967 war with Israel, the Saudis
took the lead in launching the Organisation
of Islamic Conference in 1969.

With the emergence of political Islam as
the dominant discourse in the Middle East

change at home. Reorienting foreign policy
has been much easier for Salman, who now
talks of putting “Saudi Arabia First”. As the
importance of religion begins to decline in
the conduct of Riyadh’s foreign policy, India
will have much to benefit from a closer
strategic partnership between Prince
Salman and other votaries of “nationalism
in Arabia”.

The writer is director, Institute of South Asian
Studies, National University of Singapore
and contributing editor on international

affairs for The Indian Express

LETTERS TO THE EDITOR

PEACE IS FOREMOST

THIS IS WITH reference to the edito-
rial, What terror feeds on’ (IE, February
18). Students from Jammu and
Kashmir cannot be held responsible
for the actions of terrorists. In fact, the
ones inflicting violence on them are
playing into the hands of those who
want to create arift in the country.
Sanjay Chawla, Amritsar

YOUTH HOLD THE KEY

THIS REFERS TO the editorial,
‘Punishing Jaish’ (IE, February 16). While
the nation mourns and while we take
every diplomatic recourse to demon-
strate our anger, we must not be blind to
the core issue in Kashmir. Why are the
educated, well-off youth of Kashmir
getting drawn to terror? Kashmir needs
to be nursed back to health with amulti
pronged strategy.

Sangeeta Kampani, Delhi

LETTER OF THE
WEEK AWARD

To encourage quality reader
intervention, The Indian
Express offers the Letter of
the Week award. The letter
adjudged the best for the
week is published every
Saturday. Letters may be
e-mailed to
editpage@expressindia.com
or sent to The Indian
Express, B-1/B, Sector 10,
Noida-UP 201301.
Letter writers should
mention their postal
address and phone number.

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

LET BABRI NOT FESTER

This refers to the articles, ‘A new tem-
ple, a new mosque’ (IE, February 6), ‘A
rotten compromise’ (IE, February 14),
and Reconciliation with honour (IE,
February 16). The suggestions of the au-
thors on the resolution of the Babri
Masjid dispute are worth responding to.
Amosqueis the house of Allah. Do we re-

ally need to reconstruct the Babri Masjid?
Recall the trauma Hindus and Muslims
have suffered over it. Remember the
frightening riots in Mumbai in 1993 and
Gujaratin2002.The brutality in the name
of God was cruel and numbing. Allah will
be more pleased if we educate our poor,
and turn them into worthy citizens.
J S Bandukwala via e-mail
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What has been
the extent of
Muslim
representationin
elections &
results?

Electorate larger, Muslim
candidates got fewer votes

2009

%
(2.89cr)

All candidates: 41.71cr votes

2009
All 8,070 candidates

L_ 34,948
827 Muslim candidates

VOTE SHARE OF MUSLIM CANDIDATES

AVERAGE VOTES

2014

5%
(2.78cr)

All candidates: 55.38cr votes

2014

All 8,251 candidates
66,280

L— 33,622
829 Muslim candidates

ZEESHAN SHAIKH
MUMBAI, FEBRUARY 18

DATA FROM the last two parliamentary
elections underline a low vote count for
Muslim candidates,and alow representa-
tionin Lok Sabha. Muslims make up 14.2%
of the population; in both elections, just
under 10% of the candidates were Muslim.
Of the winners in 2014, 22 were Muslim,
the lowest ever. The total votes cast rose
from41.71 crore in 2009 to 55.38 crore in
2014, but the votes polled by Muslim can-
didates fell 3.6%. Muslim candidates of
2009 polled 2.89 crore votes, or 6.9% of the
total; those of 2014 polled 2.78 crore, or
5%.Muslim candidates polled an average
of 34,948 votes in 2009, compared to an
average 51,692 for all candidates; Muslim
candidates’ average fell in 2014 when the
average for all candidates rose.

The states

In Maharashtra in 2009, 114 Muslim
candidates had together polled 13.1 lakh
votes, or 3.53%; in 2014, 127 nominees
polled 6.5 lakh votes, or only 1.34%

In Assam, votes for Muslim candi-

and in Gujarat, from 4.3 lakh to 4.1 lakh.
InUP, Muslim candidates polled 73 lakh
votes (13.2%) in 2009, followed by 1 crore
(12.4%)in 2014. Muslims make up 18.5% of
UP’s population; none of its 80 MPs is a
Muslim. In Bihar, Muslim candidates polled
32.44 lakh votes in 2009 (82 candidates,
12.3%)and 43.94 1akh in 2014 (79, 12.2%).
West Bengal, with a25% Muslim pop-
ulation, elected 8 Muslim MPs. In 2009,
57 candidates polled 58.13 lakh (13.6%);
in 2014, 88 polled 89.42 lakh votes (17.3%).

The reasons

AMuslim MP said the political climate
of 2014 made it very difficult for Muslim
candidates to get votes from outside their
community. Some sociologists disagree.

“Data can not truly represent the com-
plexities of constituencies. There are other
factors at play... Unlike popular perception,
there is a high degree of sociological plural-
ity in the community. This diversity deter-
mines their nature of political engage-
ment. In my mind there are many Muslim
communities who do not want Muslim
candidates to represent them,” said Hilal
Ahmed, associate professor with the
Centre for Study of Developing Societies.

dates fell from 24.4 lakh to 19.6 lakh. Of
40 Muslims contesting 14 seats, two won.
Muslims account for 34.2% of Assam’s
population (2011).In Andhra Pradesh, the
number of votes polled by Muslim can-
didates fell from 22.4 lakh to 15.6 lakh,

- NEXT

#1 Why can Shiv Sena
and BJP not stay

apartin Maharashtra?
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Should we worry of recession?

Economics Nobel winner Paul Krugman warns that the US could possibly be heading for a recession. Amid
slowdown in Europe, how strong are the grounds for such fears in the US, and what can it mean for India?

SHAJIVIKRAMAN
CHENNAI,FEBRUARY 18

IN AUGUST-September last year, much of the
commentary about a decade of the global fi-
nancial crisis of 2008 featured the global re-
covery and the rebound in the United States
economy. The bounce-back was strong
enough for the US Federal Reserve to signal
two rate cuts in 2019 and for global central
banks to give notice that a prolonged phase
of easy money was coming to an end. Did all
of them speak a little too soon? A few days
ago, Nobel laureate Paul Krugman sounded
awarning in Dubai when he told Bloomberg
that the world’s biggest economy, the US,
could be heading for a recession late in 2019
or in 2020. “I couldn’t be definitive, but it
seems pretty likely,” he said.

What is the ground for such fears?

According to Krugman, the USis in worse
shape than it was in 2008. What the econo-
mist was apparently referring to is the coun-
try’s huge public debt which, at a little over
$22 trillion, has been growing over the last
few years, and debt-to-GDP ratio — a meas-
ure of the ability of a country to repay debt —
rising to 104% now. He is looking at a reces-
sion also because of the slowdown in Europe,
where economic powerhouse Germany has
been hit because of tariff wars involving the
US and China, a recession in Italy, and slow-
ing growth in France.

“Europe is clearly experiencing a slow-
down to recessionary levels already and has
no recourse. Draghi (chief of the European
central bank ECB) can’t cut rates because they
are negative already. So I think Europeisina
danger spot, potentially as big as China,”
Krugman told Bloomberg. The worry regard-
ing Chinais the trade war with the US which,
if not settled, could dampen growth or stoke
arecession, according to some. The other rea-
son for Krugman to be downbeat is the cur-
rent US leadership including the US Treasury
Secretary — whom he contrasts with the “re-
markable” leadership during the 2008 global
financial crisis.

The pessimism also stems from
Krugman’s reading as well as that of another
doomsday predictor, economist Nouriel
Roubini (who wrote in September 2018 in
Project Syndicate that in 2020, conditions
would be ripe for a financial crisis followed
by a global recession). Like Krugman,
Roubini also believes that trade disputes, an
unsustainable stimulus and a massive pub-
lic debt will leave little room for a stimulus
the next time around. That is because the
top central banks of the world may not have
the firepower to cushion the impact of are-
cession, having bought massively into bonds
and other assets during the global financial
crisis to combat that and to ensure easy
money. In short, what the doomsday pre-
dictions point to is that the top global central
banks may not have the policy tools to pro-
vide easy liquidity given the liabilities on
their balance sheets.

Are the fears overblown?

US President Donald Trump may still be
euphoric about the world’s biggest economy
(at a growth of 4%) but it is interesting to
weigh what Jerome Powell, the chairman of
the US Federal Reserve, the world’s most
powerful central bank, had to say in January,
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WORLD ECONOMIC OUTLOOK
PROJECTIONS

(YEAR-OVER-YEAR PERCENTAGE
CHANGE)

2019 2020
World output 35 3.6
United States 2.0 1.7
China 19 19
Japan 11 0.5
Germany 13 1.6
UK 15 1.6
India* 6.7 7.3
France 1.5 1.6
Brazil 25 2.2
Italy 0.6 0.9
Canada 1.9 1.9

* ForIndia, data and forecasts are
presented on afiscal year basis and GDP
from 2011 onward is based on GDP at
market prices with FY2011/12 as a
base year.

Source: IMF

Avegetable stand in Palermo, Italy, in November 2018. Italy’s economy has been
shrinking and the eurozone’s barely growing, raising concern about a global
slowdown. Around October last year, predictions of a major economic downturn
or recession in 2019 went from being a crank view to conventional wisdom.

Gianni Cipriano/The New York Times

(left) Paul Krugman, then a professor at Princeton University, speaks at a press
conference on October 13, 2008, soon after he was awarded the Nobel Memorial
Prize in Economic Sciences. Jessica Kourkounis/The New York Times

at the annual meeting of the American
Economic Association, where he was flanked
by two of his predecessors, Janet Yellen and
Ben Bernanke. The US economy is in strong
shape but the market was pricing in down-
side risks that weren’t visible yet, according
to Powell. Inflation is still muted and the jobs
or labour market is still strong, with high-fre-
quency data yet to mirror some of these wor-
ries and with asset prices picking up. The
monetary policy of the European Central
Bank, or the Bank of England, too is accom-
modative at this point — a far cry from the
time last year when most bets were on them
moving towards raising interest rates. The
normalisation of policy or areturn to the pol-
icy before the era of cheap money dating to
2008 appears to be a couple of quarters away.

Krugman and Roubini may not be con-
vinced but Powell said last month that the
US Federal Reserve will be prepared to ad-
just policy quickly and flexibly, and to use all
its policy tools to support the economy,
should that be appropriate, to keep expan-
sion on track, the labour market strong and
inflation close to 2%. What he has indicated
is that the central bank will be on course to
change tack asit did in 2016 when, after sig-
nalling the possibility of multiple rate in-
creases, it settled for just one because of the

underlying economic conditions.

Could the predictions be wrong?

Roubini, who earned the name “Dr
Doom” after famously calling the 2008 hous-
ing bubble in the US, is seen as being cynical.
For those worried about the forecasts of a
“perfect storm” in 2020, there may be some
comfort. Krugman himself admits that he
has been wrong in the past. “My track record
is bad,” CNBC has quoted him as saying.

Where does all that leave India?

Anupside of the current scenario, marked
by low interest rates and an accommodative
policy of central banks and low inflation, will
be that the RBI could have more room for cut-
ting interest rates further. Oil prices, a major
threat to macroeconomic stability, have been
relatively low. Foreign flows have ebbed for
quite a while with domestic investors putting
money into stocks and mutual funds. That has
also seenaslide, but once the political uncer-
tainty is over after the Lok Sabha polls and
there is clarity on policies and the direction
of reforms and measures to address agrarian
distress, the tide could change. That would
also be contingent on getting the fisc back in
shape, and any near-termimpactin the wake
of the terrorist attack in Kashmir.

From schemes to systems: Why the difference matters

From loan waivers to income support for farmers, Ayushman Bharat to Ujjwala, Jan Dhan to Mudra, social welfare is shaping the national conversation
as Lok Sabha elections approach In a series, World Bank experts take stock of social protection in India

IN ELECTION YEAR

EXPERTS EXPLAIN
PART 1

JUNAID AHMAD

BETWEEN 1997 and 2017, India’s per capita
national income increased more than four-
fold. The pace of poverty reduction acceler-
ated, with a three-to-four-fold increase after
2000.To progress further, India needs alarge,
productive, and healthy middle class. This
requires sustained expansion of good jobs,
human capital, and equal opportunities.
While India faces an exceptional task due to
its size and diversity, it doesn’t have to tackle
challenges posed by pursuing fast-paced
economic transformation in isolation.
International experience holds important
insights, particularly on how strong social pro-
tection systems can support the growth
process. Most G20 countries have increased
expenditure on social protection as they grow.
Why? Because while growth can lift people
out of poverty, it cannot ensure escape from
vulnerability to crises. Rich countries invest sig-
nificantly in protecting their citizens fromrisks
posed by hospitalisation, disasters or old age.
Moving forward, social protection in India
is poised for a fundamental transformation
from a set of fragmented schemes to an inte-

grated system — a fundamental point missed
in the simplistic discussion about Universal
Basic Income (UBI) or quasi-UBI measures
such as guaranteed income support.
Successive Indian state and central gov-
ernments have invested in important build-
ing blocks of a social protection system.
Budgets have been enhanced, a larger num-
ber of people are being covered, and a series
of new programs have been launched witha
focus onrights-based entitlements and tech-
nological innovations. The Socio-Economic
Census (SEC) in 2011, which collected new
data on asset and socio-demographic infor-
mation, can make the beneficiary identifica-
tion process more transparent. Government-
to-person payments have received strong
impetus through campaigns to open bank ac-
counts and to transition to digital payments
through the Direct Benefit Transfer initiative.
The NITI Aayog and the Fourteenth
Finance Commission have also enabled a
framework for consolidation of schemes and
for states to gain greater fiscal autonomy. New
insurance schemes for health, life, crop fail-
ure and accidents have been announced and
given priority. India has signed on to achieve
the UN SDG calling for “nationally appropri-
ate social protection floors and systems”.
But progress towards outcomes remains
ad hoc, often restricted to specific schemes
and states. And the jump towards UBI or
guaranteed income may fall into a similar
trap. Instead, the focus needs to be on tran-

RICH AND MIDDLE-INCOME COUNTRIES SPEND

MORE ON SOCIAL PROTECTION
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sitioning the many innovations that cur-
rently operate in silos into a harmonised and
scaled-up system of social protection. How
should this be done?

At this stage of development, India needs
an overarching social protection strategy to
guide how various laws, innovations,
schemes, staff and budgets will coordinate
tactics to consolidate delivery costs, avoid ad-
ministrative duplication, and respond to

India’s diverse and changing risk profile.
Alarge share of social protection schemes
operating in modern India are designed for
the past. India, even of the recent past of 1977,
was mired in chronic poverty, with alargely
agrarian labour force, and barely networked.
That India now only exists in pockets — most
of the country has seen booming tele-digi-
tal and transport connectivity, sharp declines
in income poverty, and new neglected

sources of risks related to climate, urbanisa-
tion, and migration. This is important policy
and cognitive shift requires national and state
governments to establish a nodal policy ve-
hicle through which strategic thinking and
coordination across schemes and states can
be achieved.

As India moves towards defining a social
protection strategy for its future, international
experience suggest three important lessons.

M Global experience highlights that uni-
versal and adequate insurance cannot be
achieved by hundreds of state and central
schemes operating in silos. Emerging
economies have focussed on comprehensive
coverage through program consolidation
and convergence. Countries like Brazil have
streamlined schemes and established inte-
grated platforms which combine delivery of
cash transfers to poor households with de-
livery of health, nutrition and education.
China and Indonesia implement fewer than
10 national social assistance programs.

M International experience also empha-
sises the need to move away from a one-size-
fits-all model by allowing sub-national gov-
ernments greater flexibility as political
economy, labour markets, demographic at-
tributes and risk profiles vary by location. The
Chinese, Brazilian and Indonesian social pro-
tection architecture are heavily decen-
tralised, enabling local governments to de-
sign, plan, and deliver a core basket of
benefits within a nationally defined policy

framework and budget.

M Most importantly, global experience
suggests that no strategy can create an effec-
tive social protection architecture without a
capable state. Of late, there appears to be a
growing political appetite to consider quasi-
UBI schemes at the national and state level.
However, these programs require a strong
tech-enabled delivery chain which can target
and administer benefits. Ensuring technol-
ogy is leveraged effectively without trigger-
ing exclusion and privacy violations requires
robust regulation. As more flexibility is given
to states, their capacity to plan, learn and im-
plement programs must also be strength-
ened, particularly at the sub-district level.
Brazil and Mexico have invested heavily in
local administration and social workers to
manage dynamic social registries and public
dealing.

India doesn’t need to mimic programs in
Brazil or China. It must incorporate interna-
tional lessons as it evolves and catches up
with the changing needs of its people. It’s
time to think beyond singular schemes. A
broader social protection strategy for amore
urban, middle-income, mobile, diverse and
decentralised India is urgently required.

Junaid Ahmad is the Country Director
for the World Bank in India.
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May the best man win

Marquee local brands passing into foreign hands has stopped

evoking desi rancour

ACROSS THE BOARD

SHAILESH DOBHAL

ime was when even fizzy drinks

I changing ownership from
Indian to foreign hands was seen

as a national sellout. Remember the
hoopla around Ramesh Chauhan sell-
ing Parle brands like Thumbs Up and
Limca to globe-trotting American

transnational Coca-Cola in the early
nineties? Or Kwality ice cream being
acquired by the Indian subsidiary of
Anglo-Dutch multinational, the then
Hindustan Lever Limited. Or HLL again
getting hold of Tata’s Lakme and
Hamam in mid nineties.

The debate then was how Indian
firms and brands in the end were inca-
pable of standing up to the might of the
deep-pocketed foreign firms, and need-
ed to be ring-fenced and/or protected
from marauders from outside our
shores. Such was the fear of the foreign
firm that it did not matter even if it was
owned by a non-resident, like Swraj
Paul’s famous aborted bid for Escorts
and DCM in the early eighties.

Just scanning the headlines of news-
papers over the last few months shows
how much we have changed. The US-

based Kellogg’s is looking at acquiring
the century-old sweetmeat-and-savoury
brand Haldiram’s in an over 321,000
crore bid, according to one newspaper.
Interestingly, the debate on this potential
takeover is not around desi versus
videshi but how it’s a difficult deal to
execute given that the brand and the
business rights are spilt geographically
among three founder families.

Earlier, the country’s biggest ecom-
merce firm Flipkart moved smoothly to
American retailer Walmart without any-
one battling a nationalist eyelid.
Malaysian healthcare major IHH
acquired debt-ridden hospital chain
Fortis and American private equity
firms Blackstone and TPG Capital are
reportedly in the race for another home-
grown hospital brand in Medanta.

Eveready, that battery brand of our

childhood, may soon lighten up the sta-
ble of American Energizer or Duracell.
Canadian investor Brookfield may
check into Hotel Leela, one of the troika
of oldest local hotel firms, the other two
being Taj and Oberoi. And French dairy
major, the euro 17 billion Lactalis is gulp-
ing down local businesses — like the
%1,700-crore deal for Prabhat Dairy of
late, and Hyderabad-based Tirumala
Milk Products sometime back.

Why even in media, often billed as
strategic, local entertainment-and-news
television biggie Zee may soon count a
foreigner, likely American, as a major
owner according to chief executive and
founder’s son Punit Goenka. Though
not exactly comparable to the then hos-
tile bid by Swraj Paul, another non-res-
ident owned foreign firm, ArcelorMittal,
is close to acquiring a big industrial unit
in Essar Steel.

According to a recent report on
mergers and acquisitions by CII-PwC
India, Value Creation: Laying the
Foundation for Mergers and
Acquisitions, an average of 600-700
Indian companies were acquired annu-
ally over the last decade. The share of
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inbound M&As to overall foreign direct
investments into the country has hov-
ered around a fourth in the last three
years or so, pointing to a robust activity
involving foreign firms.

Witness the near absence of any
voice against the ‘foreigner’ gobbling
away ‘our’ companies. One may argue
that India, and India Inc., had got over
its fear of the foreigner sometime back.
And it is not that brands and business-
es have not been sold to foreigners ear-
lier. All true, but it is only now that the
polity is truly shedding the last vestiges
of the protected, pre-liberalised era that
bred a feeling of inadequacy and inferi-
ority that manifested in protectionism.
Almost three decades of living and sur-
viving in a near-open economy has giv-
en the confidence of being able to com-
pete with the global best. The earlier
rancour associated with “colour of mon-
ey” — whether equity, investment or
loan — is completely absent of late. And
when selling out, the focus is to only
look at the best buyer, and if it happens
to be a foreigner so be it.

shailesh.dobhal@bsmail.in

Cobalt puts the brakes on India's EV plans

Tumultuous Congo dominates global supply, which makes lithium-ion batteries too expensive for mass-market cars

KUNAL BOSE

still in the drawing board, it is high-

ly unlikely that the share of electric
cars and two-wheelers here will rise to
government’s targeted 30 per cent of
total vehicle sales in 2030 from less than
1 per cent now. As the Indian automobile
industry waits for a roadmap for the
transition from fossil fuel to electricity
based road mobility and building a bat-
tery charging infrastructure across the
country, China already has an electric
vehicles (EV) market that is bigger than
the combined sales in the US and
Europe. Industry officials here attrib-
ute China’s success in accounting for
well over half the global sale of more
than a million units for the first time in
2017 to a combination of generous sub-
sidies and tight regulation of emissions
that Beijing laid out.

In contrast, India, the world’s
fourth largest automaker, is taking an
unconscionably long time to secure a
foothold in the EV segment in spite of
its close to 85 per cent import depend-
ence on oil that impacts the country’s
balance of payments and has the
transportation sector
accounting for 11 per cent of
total carbon emissions. Many
other leading automobile
making countries enjoying
government support are
making rapid strides in
building EV capacity. !

Based on this, consulting
group McKinsey says the
world will see EV production
rising to 4.5 million units in
2020, which will constitute around
5 per cent of the global light vehicle
market. More than 3 million battery-
powered EV and plug-in hybrid vehi-

I n the absence of a policy, which is

TWO

cles were on world roads in 2017, a 54
per cent jump on 2016.

Interestingly, New Delhi’s procras-
tinating on announcing an
EV policy has not deterred
Mahindra & Mahindra and
Tata Motors from betting
big on electric mobility.
Convinced that the future
of automobile is in EV, JSSW
A Steel Chairman Sajjan
Jindal has done consider-
able groundwork to make
car making the next diver-
sification for the group after
power and cement.

He says cars have always “fascinat-
ed” him. He did look at China, which
has moved into world leadership posi-

tion in EV. But since he has come to
the conclusion that it will not be easy
to “sell” a Chinese car in India, Jindal
has now decided to get the technology
from either Germany or Austria.
Home-grown groups are going
ahead with their EV programmes in
full throttle even though India is yet to
sound the death knell for internal
combustion engine. A member of the
Society of Indian Automobile
Manufacturers (SIAM) says Indian
groups have timed it right since glob-
ally EV is past the tipping point and it
is no longer seen as a niche product
fancied by a few. Their faith in an elec-
tric road mobility future ahead of the
policy announcement is, therefore,
hailed in all quarters. But their actual

SWITCHING FORTUNES

" The share of battery in the
total cost of an EV, depending
on its size should fall from
over 40 per cent now to
19 per cent by 2030,
according to Statista

This statistic is based on
evolving battery technology
that is focussed on reducing
the use of cobalt, the "blood
diamond of batteries"

" 66 per cent of the global
supply of cobalt comes from
the disturbed Democratic
Republic of Congo

Revenues from cobalt, nickel
and copper from which
battery material is obtained as
a by-product have funded
armed clashes in Congo for
decades

business success will largely depend
on how quickly the lithium-ion bat-
teries become more efficient, that is
packing these with large quantities of
juice for cars to run long distances on
a single charge.

Equally importantly, a mass
demand for EVs in India will have to
await their prices dropping to
petrol/diesel car levels or close to that.
According to McKinsey, prices of lithi-
um-ion packs for EVS have fallen by
about 80 per cent since 2010.

Even now, batteries in particular
make EVs too expensive for mass mar-
kets. The share of battery in the total
cost of an EV, depending on its size
should fall from over 40 per cent now
to 19 per cent by 2030, according to

MAHESH VYAS

better picture than the one pre-

sented so far. The final unem-
ployment rate in December 2018 turns
out to be 7.02 per cent compared to the
preliminary estimate of 7.38 per cent
released earlier. The final November
2018 estimate turns out to be higher at
6.65 per cent compared to the prelim-
inary estimate of 6.62 per cent. The
October 2018 estimate has declined
from 6.91 per cent to 6.83 per cent and
the September 2018 estimate is revised
from 6.61 per cent to 6.47 per cent.

The unemployment rate during the
September-December 2018 period was
6.68 per cent. In comparison, the unem-
ployment rate was 4.89 per cent during
the same months of 2017. The unem-
ployment rate has been rising steadily
since the May-August 2017 Wave when
it clocked a mere 3.9 per cent.

Our earlier estimate of 11 million
jobs lost during 2018 stands revised to
10.1 million jobs lost. This is a point-to-
point estimate between December
2017 and December 2018. A better
measure of the job loss in 2018 is 9.5
million. This is based on the full Waves
data. It shows that 4.8 million jobs were
lost during January-April 2018, 3.5 mil-
lion jobs were lost during May-August
2018 and another 1.2 million jobs were
lost in September-December 2018.

Job losses were mostly concen-
trated in rural regions and in small
towns. The losses were lower in the
larger towns but, there are serious
problems here and there are lessons to

F inal estimates paint a slightly

ON THE JOB

More townies, please

learn. We explore urban India using
the unemployment and labour
participation rates.

We consider four groups of towns —
very large towns, large towns, medium-
sized towns, and small towns — by the
number of households in these as per
the 2011 Census. Very large towns had
more than 200,000 households in 2011;
large towns had between 60,000 and
200,000 households; medium-sized
towns had between 20,000 and 60,000
households and, Small towns had less
than 20,000 households.

The unemployment rate is the
highest in the large and medium
towns, in that order. In comparison,
small towns and very large towns
faced lower unemploy-
ment rates.

Very large towns see
the lowest unemployment
rates. This is a very good
sign because these towns
provide the best quality
jobs. In the September-
December 2018 period, the
unemployment rate in
very large towns was 6.35
per cent. This was lower
than not just all other
town-size classes but also
rural regions. It is a wel-
come sign that the lowest
unemployment rate is in
the region that provides
the best quality jobs.

The low unemployment rate of
small towns is likely a reflection of the
fact that these towns share character-
istics that are similar to those of rural
India where unemployment is simi-
larly low. The low unemployment in
these towns is likely to reflect compul-
sions of relatively vulnerable sections
of society that keep the unemployment
rate low. Most small towns are Census
towns. These were classified as towns
only in 2011. Till then, these were clas-
sified as villages.

Like rural India, small towns suffer
underemployment, low wages and

The most

worrisome part of
India seems to be
the large towns.
These suffer the
lowest labour
participation rate
and the highest
unemployment rate

poor quality jobs. It isimportant to lift
these regions out of the equilibrium
they seem to maintain at the low-levels
of economic well-being that these
characteristics imply.

The most worrisome part of India
seems to be the large towns. These suf-
fer the lowest labour participation rate
and the highest unemployment rate.

During September-December 2018,
they had a labour participation rate of
just-under 41 per cent and an unem-
ployment rate of 8.4 per cent.

Medium-sized towns are also
quite stressed. These had an unem-
ployment rate of 7.9 per cent. In the
preceding three Waves (that is, for an
entire year), these towns had wit-
nessed the highest unem-
ployment rate.

If there is a political
problem with respect to
the rising unemployment
rate, then it is likely to be
concentrated in large and
medium towns. These are
towns where unemploy-
ment is high and it is also
rising. If there is a fire
there, then it must be
doused. But that is not
where the solution lies.

The best solutions for
India’s labour markets
begin in very large towns.
Raising labour participa-
tion and motivating pri-
vate sector to provide jobs in these
regions would provide the best
results. The best jobs in recent mem-
ory were found in Bangalore,
Gurugram, Pune, Hyderabad and
even in Noida. These were provided
by large private sector enterprises.
We need many more similar large
towns and even more large private
enterprises set up by visionaries who
can convert India’s young working-
age population into worthy townies.

The author is managing director and CEO,
Centre for Monitoring Indian Economy PLtd

the leading statistics portal Statista.
The optimism ingrained in this statis-
tic is based on evolving battery tech-
nology that is focussed on reducing
the use of cobalt, which besides being
in short supply and too expensive, has
earned the moniker the “blood dia-
mond of batteries.”

This is because around 66 per cent
of the global supply of cobalt comes
from the disturbed Democratic
Republic of Congo (DRC), where the
country’s constitutional court recently
declared Felix Tshisekedi the next
president though he polled only 19 per
cent of the vote against 59 per cent by
Martin Fayulu. Revenues from cobalt
and also from nickel and copper from
which the precious battery material is
obtained as a by-product have funded
armed clashes in DRC for decades.
Human rights violations in DRC mines
have caused such global infuriation
that Tesla’s Elon Musk declared last
year that “we use less than 3 per cent
cobalt in our batteries and will use
none in next gen.”

The SIAM member says that in the
past six years Tesla has been able
to bring down the average amount
of cobalt used in its EV from
11 kg to 4.5 kg, the best in the industry.
In the meantime, Panasonic,
the world’s largest producer of lithi-
um-ion battery cells and exclusive
supplier to Tesla, has announced that
it is in the process of developing
cobalt-free EV batteries. It will be a
few years before this becomes a
reality. At the same time, automakers
are hopeful that the inventor of
lithium-ion battery, John
Goodenough of the Texas University,
will come up trumps in giving the
world a cobalt free EV battery defying
his advanced age of 96.

Short-lived glee

When Congress president Rahul Gandhi
picked Jyotiraditya Scindia to strengthen
the party in western Uttar Pradesh and
made him in-charge of party affairs in the
region, some Madhya Pradesh Congress
leaders had heaved a collective sigh of
relief. They were happy in the thought that
Scindia wouldn't have much time to
devote to Madhya Pradesh and would
have no say in the ticket distribution
process before the Lok Sabha election. Their
joy has proved short-lived. There are clear
indications that not only will Scindia
contest from his traditional Guna-Shivpuri
seat, he is also demanding a few more
seats in the Gwalior-Chambal region —
where Congress registered a thumping
victory in the recent Assembly polls — for
some of his close aides.

Barbs over dharna

Puducherry Lieutenant Governor Kiran
Bedi (pictured) was ticked off on social
media and by Opposition parties for
ridiculing Chief Minister V Narayanasamy,
who was on a symbolic dharna to
"protest" Bedi's alleged interference in the
governance of the state. A member of the
media asked me an interesting question.
'Is dharna also yoga?' | said, ‘Yes it is. It
depends on the purpose for which you
sit... what kind of asanas you perform and
the sound you create." Bedi tweeted in
the afternoon with a picture of a crow and
headlined kauwva asana (crow yoga).
Congress leaders and social media users
said the post was in poor taste; some users
posted photographs of Bedi sitting on a
dharna during the Anna Hazare-led anti-
corruption movement in New Delhi in 201.

Swadeshi offensive

The Swadeshi Jagran Manch, an affiliate
of the Rashtriya Swayamsevak Sangh,
has spearheaded a campaign against the
use of Chinese goods over the past couple
of years. On Monday, the Manch's
convener, Ashwani Mahajan, wrote to
the Prime Minister, welcoming the
government's decision to withdraw the
most favoured nation status to Pakistan
in the wake of the Pulwama terror
attack. Mahajan demanded the
government create “similar hurdles for
Chinese companies" because China has
blocked India's efforts to get the United
Nations to list Jaish-e-Mohammed chief
Azhar Masood as a global terrorist. The
Manch also demanded the government
ask people to uninstall Chinese apps, like
TikTok and Helo, which have been
banned in countries like Indonesia, from
their phones. It said the government
should curtail the operations of Chinese
telecom companies in India.

Serves them right!

The government has done well to crack
the whip on five top separatist leaders,
including Mirwaiz Umar Farooq, by with-
drawing the security and vehicles provid-
ed to them, for their alleged links to terror
outfits and Pakistan's intelligence agency,
the ISI. The move comes in the aftermath
of the Pulwama terror attack where over 40
CRPF personnel were martyred. It has also
been decided to scrap other facilities, if
any, provided by the government to these
leaders. The measures coming on the back
of the cancellation of the most favoured
nation status given to Pakistan must help
to rein in the separatists, besides saving
taxpayers money.

NJRavi Chander Bengaluru

Don’tactin haste

Your editorial (Responding to Pulwama,
18 February) is an excellent piece of
advice to the government — and the peo-
ple of India — for taking a “determined
but cautious” response to the extremely
tragic happening at Pulwama. National
sentiment, against Pakistan, is right now
at a high fever pitch — and rightly so —
and the ground is ripe for a possible
wrong initiative by the government,
which the nation might regret later. Age-
old wisdom dictates that decisions taken
in anger are often wrong and irrational.

All the steps taken so far are correct.
The withdrawal of the most favoured
nation status, imposing penal import
duties on Pakistani products, launch-
ing a strong diplomatic offensive to iso-

late the errant neighbour, announcing
free hand to security forces, all-party
consultation etc are all sound measures
to assuage national anger and for getting
all political parties on the same side.
And yet rational calculation ofthe ben-
efits of any response — defined in terms
of changing the Pakistan military's sup-
port for terrorist groups or making them
more costly is crucial; it is absolutely
necessary before pressing the trigger.
Time is perhaps right to consider the
old question of revoking Article 370. This
single step has the potential of creating
employment opportunities for the most-
ly idle Kashmiri youth who are vulnerable
to the vile designs of terrorist outfits,
mostly because they have
nothing else to do and have been used to
an easy idle life for too long. Over-pam-
pering of the people in the valley — by
way of highly subsidised food and
facilities and preventing industry to set
up manufacturing in the state — has
actually had damaging effects. It has in
effect stopped Kashmiris from
integrating with the national mainstream;
it has been responsible for not offering
them jobs and vocations and left them
free to think of mischief. The cliched
phrase — an idle mind is the devil’s work-
shop — truly fits the state of affairs. Time
to engage them in productive activities.
Krishan Kalra Gurugram

Want peace, not war

Thankfully, the government has acted in
a measured and mature manner in the
aftermath of the Pulwama attack.

HAMBONE

T THINK IF
PEOPLE MARRY,
IT SHouLD BE
FoR LiFE!

Despite intense anger and anguish
among the people, it has not responded
with a show of muscle power to give
Pakistan a swift bloody nose.

There is no guarantee that military
action will prove effective and not futile in
curbing militant attacks. The sub-conti-
nent inhabited by a fifth of the world’s
population cannot be turned into a theatre
of war. It is simplistic to see the vexed
Kashmir question as a mere law and order
problem. The intractable territorial dis-
pute is not amenable to a military solution.

It is essentially a geopolitical problem
involving religious and cultural identities
and requires a political solution through
dialogue. It must be conceded that mili-
tancy is rooted in political grievances of the
disaffected and alienated Kashmiri people.
Such is the environment in the Valley that
local youth are easily radicalised and
inducted into militant groups. The sad
truth in the Valley is that common people
lose their lives in the fight between secu-
rity personnel and militants. Violence and
counter-violence and killings and counter-
killings get us nowhere. Statesmanship
and sagacity, as against jingoism and bel-
licosity, are what is now needed from all
sides to bring about a semblance of nor-
mality and peace in the Himalayan region
of indescribable scenic beauty.

G David Milton Maruthancode
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Winners take all

Indian regulators must deal with network externalities

s India’s economy modernises, the tasks facing the country’s regulators
become ever more complex. More and more sectors are exhibiting a
“winners take all” structure. In “normal” competitive markets, regu-
lators have a straightforward set of objectives and tools. They intervene
to make sure there is no cartelisation, that anti-competitive practices are not
being used, and so on. Generally, the assumption in this case is that left to itself
the market will take care of consumer welfare, and the regulator’s job is merely to
ensure that no participant is seeking to distort the functioning of the market.

However, in the modern economy many sectors demonstrate marked net-
work externalities. In other words, companies become more profitable or efficient
when they become large. This leads to the creation of natural monopolies. In
the past, sectors such as utility or infrastructure would be subject to the build-
up of such natural monopolies and thus had to be regulated differently. However,
now network externalities are a feature of several leading sectors of the economy,
including those dominated by the private sector. Consider, for example, the
online space — dominated as it is by Alphabet, the parent company of Google.
It is hard to believe a search engine emerging that could compete with Google.
Thus, Alphabet does not have to behave in an obviously anti-competitive manner
for competition to vanish in the sector.

In India, there are several such sectors which require attention.
Telecommunications is one such. The arrival of Reliance Jio, with the deep
pockets of Reliance Industries behind it, means that many of the other partici-
pants in the sector are eyeing the door. If an incumbent indulges in predatory
pricing, regulators understand what they can do. But if it is an entrant that is
offering lower prices and a better deal? At what point can and should regulators
intervene? Nor is the problem limited to telecom. Consider also the civil aviation
sector. An airline that is filling its flights can afford to sell its final seats cheaper
since their marginal cost is near-zero. This means that there is a built-in advantage
for the airline already doing well. In India, this means that IndiGo, for example,
manages to dominate the market.

Other sectors may soon see the emergence of network effects. E-retail, for
example, can become more effective when the user base it has to draw on is
larger. Also, a network of offline retailers, or a logistics network that is already in
place, can help give one company an efficiency edge that others will struggle to
make up. How can regulators manage a sector in which some companies will
genuinely be more efficient because of network externalities? Setting prices and
quantities, such as economic theory might recommend for natural monopolies,
does not appeal as a solution especially in the Indian context. There needs to be
a more robust discussion in India about when it is appropriate for a regulator to
intervene to prevent the building up of a monopoly in a winners-take-all sector.
Waiting till a monopoly is established may be too late. It may be necessary to
intervene early to prevent the exit of other competitors. A longer-term view of
consumer welfare is required.

A self-goal

Persecuting Kashmiris plays into the hands of terrorists

n theimmediate aftermath of the terror attack on a Central Reserve Police

Force (CRPF) convoy in Pulwama, sporadic incidents of violence and

alleged harassment of Kashmiri students have been reported in many

parts of the country. The first reports came from Jammu, where dozens
of vehicles were burnt, and the city was brought under curfew after mobs attacked
Kashmiris in the area and destroyed their property. An enraged crowd demanded
revenge for the death of the CRPF men and threw stones on the state secretariat
building, despite police protection. The curfew is there even four days since the
attack, and more than 120 people have been reportedly arrested for breaching
the law. In many parts of the state, the authorities had to suspend mobile and
internet facilities for multiple days.

But such incidents were not restricted to areas near the Valley. At least 40
Kashmiri shop-owners in Patna were threatened by a mob and asked to leave
Bihar — a state they have been staying in for over 30 years. In another state
capital, Dehradun in Uttarakhand, hundreds of Kashmiri students were forced
to hide after an angry mob took to the streets, asking for “India’s traitors” to be
“shot”. In fact, two educational institutes in Dehradun announced that no
Kashmiri will get admission even as open threats were made to Kashmiri students
to leave. A mob tried to occupy a Kashmiri girl students’ hostel in Dehradun.
Social media platforms such as Twitter have been carrying several other reports
of intimidation and harassment of the Kashmiris in other parts of the country.
The matter has taken a serious turn, prompting the Union home ministry to
issue an advisory to all states to ensure safety and security of the students and
people from Jammu and Kashmir living in their areas. Aligarh Muslim University
had to issue an advisory to Kashmiri students, asking them “not to move out of
campus” in the wake of protests.

It goes without saying that these incidents are utterly shameful and reflect
poorly on India’s credentials as an open, secular and democratic society. Also,
persecuting Kashmiris because the Pulwama attack was carried out by a local
youth plays into the hands of organisations such as the Jaish-e-Mohammad
that intend to trigger civil strife in India by polarising society along communal
lines. While the Kashmiri students should also desist from issuing provocative
statements on social media, treating the entire population of a state with suspicion
and targeting the whole community for the faults of a few will only deepen the
sense of alienation. That will be a terrible self-goal, as this is exactly what a
terrorist organisation would be hoping to achieve. It’s true that the state has
seen a dangerous drift that is not only fuelling the popular rage, but has also
called into question the government’s claims about dwindling support for mili-
tancy. The best way to fight this is to show solidarity not just with the armed
forces but also with the majority of Kashmiris in whose name such dastardly
acts are perpetrated. The government should also play its role by having a com-
prehensive programme for addressing youth radicalisation in Kashmir. That
will be a more productive and sustainable strategy.

AJAY MOHANTY

Economic choices
before metro rails

There are learnings from London and New York metro rails

forIndian cities

ust a few weeks ago, the London

Underground celebrated 156 years of oper-

ation. As one of the world’s earliest urban

rail systems, it has influenced the design of
dozens of urban transport networks, right down to
its iconic map. Even the Delhi Metro, with "mind
the gap" announcements of its own (and a similar
map design), reflects that influence, despite being
several generations younger —
just 16 years old, in fact.

But in the world of infrastruc-
ture, younger also often means
better as later projects learn from
the successes and the mistakes
of those who debuted earlier.
From larger and airier stations, 3
more modern rail tracks and
rolling stock, the Delhi Metro is
technologically streets ahead of
not just the London
Underground, but many other
earlier generations of metro sys-

INFRATALK

4

-,
N

The London Underground’s ridership is 5 million
per day, compared with 2.5 million for Delhi, despite
the fact that London’s population is just about half
that of Delhi. The Delhi Metro’s ridership, in fact,
fell in 2017-18, compared with a year earlier.

That decline in ridership was attributed by many
to two successive fare hikes. A subsequent report
by the Centre for Science and Environment argued
that Delhi was the second most
expensive metro system in the
world after Hanoi, Vietnam, in
terms of the share of monthly
income spent by a middle-
" income commuter on metro
fares. This was hotly rebutted by
the Delhi Metro itself, pointing
out that fares had been increased
after many years, even as average
wages in the capital had
increased, making the new fares
affordable.

But ridership levels of the

tems such as the New York metro.

It is also catching up rapidly.
The infrastructural statistics
reflect this — the total track length of the Delhi
Metro is now around 327 km, which compares very
well with London’s 402 km. London has 270 stations
to Delhi’s 236. Delhi is close to achieving, in less
than 20 years, what it has taken London to do in
150.

Yet in other ways, the Delhi Metro still has along
way to go, compared with its older counterparts.

VINAYAK CHATTERJEE

Delhi Metro are also just a third
of that of Mumbai’s suburban rail
(in its own way, as iconic as the
London Underground, which it predates by three
years). As the Delhi network expands its reach, that
gap will narrow, but it begs the question: What is
the way to assess how “well” the Delhi Metro is
doing? And what are the lessons to be learnt by the
other new generation metro projects mushrooming
across the country, many of them modelled along
the lines of the Delhi Metro?
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The world over, the key decision that urban metro
systems have had to grapple with has been how to
manage the trade-off between affordability and
enabling access to all sections of the population,
while managing to stay financially viable. In most
European countries and in the United States, the
farebox recovery ratio, or the fraction of operating
costs met from passenger fares is well below one,
necessitating subsidies or other measures to raise
revenues. For the Delhi Metro, this measure rose
sharply, as expected, after the fare hikes, making it
less reliant on subsidies from the Delhi or the central
government, its two major shareholders, to support
its operations. It is close to 89 per cent, up from 60
per cent a year earlier.

Again, it is instructive to look at the case of New
York and London. London’s ability to recover costs
from passengers is far superior to that of New York
— it actually manages to make enough money from
passengers to cover operating costs and some more.
New York, by contrast, has a farebox ratio of less
than 50.

This is due to the difference in fare structures.
Metro systems like London and Delhi follow a dis-
tance- or a zone-based model, whereby the further
acommuter travels, the higher the fare he/she pays.
In cities like New York, commuters pay a flat fee,
irrespective of distance. Poorer commuters, who
cannot afford to live close to their place of work, are
far better off under such a system.

It all comes down to the trade-off above. New
York’s metro system is far more affordable than that
of London. However, that affordability comes at a
cost. Lower fares, in the absence of subsidies that
cover expenses, mean an inevitable decline in ser-
vice standards over time. The quality and mainte-
nance of rolling stock and tracks, and upgrade take
a hit as well. And while non-core income like real
estate development will partly make up the losses,
this is not an option that many metro systems across
the country will have.

Ultimately, governments will have to put their
money where their mouth is, and subsidise the
metro systems they so eagerly sought in the first
place. Or, keep fares at alevel that could well exclude
poorer passengers, thus hurting that section of the
population which benefits the most from a fast and
efficient mode of public transport, as well as decon-
gesting city roads of vehicular traffic.

The right choices will have to be made.

The writer is chairman, Feedback Infra

RBI's rate cut won’t mean lower lending rates

lysts earlier this month by opting for a 25 basis
points cut in the policy rate. Three points
about the policy change are worth noting. First, the
RBI’s action is in line with the stances of central
banks elsewhere. Global growth prospects are per-
ceived to have weakened. As a result, central banks
inthe US, the UK and Australia have signalled a will-
ingness to ease monetary policy. Indeed, govern-
ments in the US and Europe have moved towards a
combination of fiscal as well as monetary loosening.
In his statement, the RBI governor indicated that
slowing global growth was an
important consideration under-
lying the decision to cut the pol-
icy rate. True, the RBI does not
see growth in India slowing
down, unlike in advanced
economies and in some emerg-
ing economies. It expects India’s
growth rate to rise from 7.2 per
cent in 2018-19 to 74 per cent in
2019-20. The case for a rate cut
rests on the gap with respect to
output potential being wider
than projected earlier.

T he Reserve Bank of India (RBI) surprised ana-

FINGER ON THE PULSE

it was assumed that the two internal members of
the RBI would not go against the RBI governor. If
the three outsiders were to differ from the three
RBI members, there would be a tie. Hence, the RBI
governor was given the casting vote. It is striking
that the RBI deputy governor on the MPC has cast
one of the two dissenting votes at the latest meeting
(the other dissenter being an outsider). This is
indeed a healthy development. One hopes that it
will become part of the culture of the MPC in the
years to come.

The RBI’s rate cut will not translate into any
immediate fall in borrowing
costs. For two reasons. One,
growth in deposits has lagged
growth in credit in the system
— the figures for the past year
are 9.2 per cent and 11.1 per cent,
respectively. Banks have been
struggling to raise deposits and
had to increase their deposit
rates in order to do so. This has
implications for monetary trans-
mission.

Transmission in the period
January 2015 to March 2018 was

| S

Second, it’s becoming clear
that the perception of upside
risks to inflation in the RBI’s ear-
lier policy statements has turned out to be mis-
placed. Some of the reluctance to cut rates arose
from the fact that core inflation — that is, headline
inflation minus food and fuel price inflation — was
above 5 per cent. Inflation data for January 2019
suggests a trending down of core inflation. There is
every likelihood now that core inflation will stay
below 5 per cent and headline inflation below 4 per
cent in the coming year.

Third, the votes cast in the Monetary Policy
Committee (MPC). When the MPC was constituted,
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near-perfect: A drop in the poli-

cy rate of 200 bps translated into

a drop in the weighted average
lending rate for fresh loans of 205 bps. But this hap-
pened in a period when growth in credit was slug-
gish. It cannot be replicated in a period when credit
growth has moved into double digits.

The big disappointment for the banking sector
post-demonetisation is that, contrary to expecta-
tions, the share of deposits in disposable income
fell by 1.7 percentage points between 2016 and 2018.
This is almost matched by an increase in the share
of the currency of 1.4 percentage points. How cuts
in policy rates can be transmitted in a situation in

which banks find it difficult to raise deposits is any-
body’s guess.

The other reason that lending rates, in general,
will not come down is that risk premia have gone
up consequent to the IL&FS debacle. A meltdown
in the NBFC sector has been averted. However, banks
apprehend that problems in non-banking financial
companies (NBFCs) and the real estate sector are
not over yet. They are braced for shocks arising from
these (and other) sectors. Banks will not think it
prudent to cut lending rates across the board and
reduce their margins for now.

The one sector that can expect a reduction in
lending rates is the NBFC sector. This follows from
the announcement that risk-weights for NBFCs will
be in accordance with their ratings. Banks will have
to provide less capital for the better-rated NBFCs
and hence can cut their lending rates to these. The
announcement also frees capital at banks and will
improve the capital adequacy ratio at banks. A fall
in yields on government bonds will mean capital
gains, which will boost capital at banks.

But the problem of recapitalising public sector
banks does not go away. The expected increase in
bank capital of around ¥50,000 crore promised for
2018-19 did not materialise in the recent budget.
Nor has there been any allocation for 2019-20. No
doubt, the government expects to be able to tap the
RBI’s excess reserves for the purpose.

On abroader note, tensions between the govern-
ment and the RBI have eased. The RBI governor has
provided a rate cut. He has indicated that he is open
to paying an interim dividend to the government.
Three banks are out of the Prompt Corrective Action
framework. Small wonder that talk of governance
reform at RBI seems to have receded into the back-
ground.

The writer is a professor at IIM Ahmedabad
ttr@iima.ac.in

Tech giants are watching you

~

BOOK REVIEW

AJIT BALAKRISHNAN

he internet and the World Wide

I Web, and its key players are sliding
into an era in which governments

and policy wonks everywhere view them
not with the adulation they received in
the 2000-2010 period but with suspicion.
Internet players are no longer seen as
those wunderkinder who made it possible
for me to e-mail or chat with my friends
worldwide for free and to discover books
and such stuff at far lower prices than in
stores. The internet is presented now as a
dark jungle inhabited with heartless for-
hire geeks out to embezzle money from

financial institutions, stoke communal
frenzy or misuse personal information
that trusting users gave them. Shoshana
Zuboff, a professor emeritus at the
Harvard Business School, raises all these
frightful issues in The Age of Surveillance
Capitalism, analyses how this state of
affairs came about and emphasises why
we have to deal with these issues with a

sense of urgency.
Perhaps the core of the issue is that
internet industry players — search

engines, social networking sites, online
shopping sites or plain news sites — rely
on advertising revenues for profits. The
paradox of this has not been studied
enough. For example, in the earlier era
tech companies, such as Microsoft, want-
ed you to pay a monthly subscription and,
therefore, had no need for advertising.
The story of how the software companies
of the Microsoft era relied on customers
paying subscriptions and why the internet
companies of the Google era came to rely

on advertising revenue has not been fully
told or understood. Shoshanna Zuboff
devotes 100 or more pages of her nearly
700-page book to decode this advertising
dependence but she attributes this to
more insidious issues.

She believes that internet companies
(she explicitly names the US tech giants)
find it much more profitable to sell data
and their predictions about their cus-
tomers’ behaviour to willing buyers (i.e,
advertisers) than to provide some useful
services. She says the “means of produc-
tion” for these tech giants are things like
artificial intelligence and machine learn-
ing techniques. She calls the profits made
from this kind of activity “surveillance
profits”, i.e. money made out of surveil-
lance of users who visit their sites. She
says there is a huge international market
that trades in such information and pre-
dictions about users’ behaviour, which
she calls the “behavioral futures market”.

All this sent me into a deep reverie.

When your business is critically depen-
dant on advertising revenues, you do best
by matching your offers to customer
needs, which in turn means that you try
to get as much data as you can about your
prospective customer. This practice and
all the mathematics about how to do this
better than others was the stuff business
schools have taught from the 1950s
onward as “database marketing”. But in
Ms Zuboff’s view, this amounts to
“Surveillance Capitalism”.

At one level, it is only the basic tech-
niques of direct marketing of the 1960s
that are being used by internet companies.
What frightens many people is that the
extent of customer data is both wider and
deeper and, worse, is gathered without
the user being aware of the data collection
because the web servers maintain a log of
every action a user takes on a website.
Europe has been at the forefront of legis-
lation to ensure that non-European tech
giants do not take data about Euro-zone
citizens and store it outside Europe. India
has also passed a series of government
directives to preserve data about Indian
citizens in the country.

All this talk about surveillance capital-
ism brings to mind George Orwell’s novel
1984 in which a character, Big Brother, is
the ruler of Oceania, a totalitarian state
where every citizen is under continuous
surveillance: “Big Brother is watching you”
has since become a metaphor for abuse
of government power, particularly in
respect to civil liberties. This anxiety in
an era where the tech industry players
loudly boast of the power of artificial intel-
ligence, driverless cars and so on is under-
standable. But Ms Zuboff has a more
frightening analysis.

She says citizens in western democra-
cies are in a state of despondency and feel
that “my children will not see the life I
have lived”. She quotes the results of a 38-
nation study in 2017 where 49 per cent
say “rule by experts is good” (as opposed
to by democratically elected leaders), 26
per cent endorse “rule by a strong leader”
and 24 per cent prefer “rule by the mili-
tary”. She also believes that the intellectual
proselytisation of Friedrich Hayek (Nobel
winner 1974) and Milton Friedman (Nobel
winner 1976) has made “shareholder value
maximisation” the supreme societal eco-

nomic goal, and this gives Silicon Valley
the licence to do what it wants with citi-
zens’ rights so long as their market capi-
talisation continues to soar.

She believes that the time has come
for all common people to stand up to the
surveillance capitalism of internet com-
panies and say “No More!”

Every technological era has had its sig-
nature book. Charles Dickens’ 1854 novel
Hard Times drew attention to awful work-
ing conditions, particularly for child
labour during the Industrial Revolution
in England; Rachel Carson’s Silent Spring
drew our attention to the harm to the nat-
ural environment from synthetic chemical
products such as pesticides. Is Ms Zuboff’s
book attempting to do this for the infor-
mation age, the era we are living through?

THE AGE OF SURVEILLANCE
CAPITALISM
The Fight for the Future at the New

Frontier of Power
Shoshanna Zuboff
PublicAffairs

704 pages, ¥799
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