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Terror timeline

The FATF must impress upon Pakistan
the need to take meaningful action

he statement of the Financial Action Task Force
Tin Paris is another message to Islamabad from the

international community of the mounting costs
of its decades-old lax policy towards terror groups. Sig-
nificantly, it came a week after the February 14 Pulwa-
ma attack, and the global terror finance watchdog con-
demned, in no uncertain terms, the suicide bombing of
the CRPF convoy that left 40 personnel dead. It issued a
10-point advisory to Pakistan if it wants to be out of the
“grey list” of countries posing a “risk to the internation-
al system”. Pakistan has been on the grey list since June
2018, and will be required to show compliance or face
being “black-listed” by the session in October 2019. A
black-list would mean enhanced financial scrutiny of its
government, possible sanctions against its central
bank, and a downgrade of its financial and credit insti-
tutions. This is something Pakistan, already facing an
acute debt crisis, can ill-afford. Amongst the FATF’s
stern observations of what it called Pakistan’s lack of
“understanding” of the terror finance risks posed by
groups, such as the Taliban, al-Qaeda, Islamic State,
Lashkar-e-Taiba and Jaish-e-Mohammed, was a clear
message: Islamabad must visibly demonstrate that it
has taken measures to crack down on and shut down
the infrastructure and finances of these groups. The
first deadline to show results is May 2019, with a review
in June. This goes even beyond the Security Council gui-
delines under its 1267 listing, that oblige Pakistan to en-
sure that terror entities do not travel out of the country,
or have access to funding or weaponry.

Proof that Pakistan took on board the FATF’s warn-
ings and potential action came even as the plenary was
under way. Prime Minister Imran Khan held a meeting
of his national security officials, and vowed to double
down to tackle terror groups in Pakistan and to put two
Hafiz Saeed-led LeT offshoots, the Jamaat ud Dawa and
the Falah-e-Insaniat Foundation, on its schedule (1) list
of banned organisations. A day later, security forces
took over “administrative control” of a madrasa in Ba-
hawalpur believed to be run by the Masood Azhar-led
JeM, which was behind the Pulwama attack. But the
measures do not go far enough or inspire confidence.
Mr. Khan’s own speech in response to India’s demand
for action on those responsible for Pulwama was a dis-
appointing mix of denial and opportunism to raise the
Kashmir issue. The banning of the JuD and the FIF
doesn’t appear to have affected the groups in the slight-
est, and a day after taking over the Bahawalpur semin-
ary, Pakistan’s Information Minister announced that its
links to the JeM were simply “Indian propaganda”. The
world community must make it clear to the Pakistan go-
vernment the possible international and financial re-
percussions of ignoring the FATF’s timeline.

Saf@lets

New rules on unregulated deposit schemes
need to be backed up with proper checks

he savings of low-income Indian households have
Ttraditionally remained unprotected by the go-
vernment when compared to those of the more
affluent economic groups. But that may be about to
change now. President Ram Nath Kovind on Thursday
promulgated the Banning of Unregulated Deposit
Schemes Ordinance, which bars all deposit schemes in
the country that are not officially registered with the go-
vernment from either seeking or accepting deposits
from customers. The ordinance will help in the creation
of a central repository of all deposit schemes under op-
eration, thus making it easier for the Centre to regulate
their activities and prevent fraud from being committed
against ordinary people. The ordinance allows for com-
pensation to be offered to victims through the liquida-
tion of the assets of those offering illegal deposit
schemes. Popular deposit schemes such as chit funds
and gold schemes, which as part of the huge shadow
banking system usually do not come under the purview
of government regulators, have served as important in-
struments of saving for people in the unorganised sec-
tor. But these unregulated schemes have also been mis-
used by some miscreants to swindle the money of
depositors with the promise of unbelievably high re-
turns in a short period of time. The Saradha chit fund
scam in West Bengal is just one example of such a hei-
nous financial crime against depositors. The Centre’s
latest attempt to curb unregulated deposit schemes
through an ordinance reflects a timely recognition of
the need for greater legal protection to be offered for
those depositors with inadequate financial literacy.
While the intent of the ordinance, which is to protect
small depositors, is indeed commendable, the benefits
that depositors will eventually derive from the new le-
gislation will depend largely on its proper implementa-
tion. For one, policymakers will have to make sure that
the bureaucrats responsible for the on-ground imple-
mentation of the ordinance are keen on protecting the
savings of low-income households. There must also be
checks against persons in power misusing the new rules
to derecognise genuine deposit schemes that offer use-
ful financial services to customers in the unorganised
sector. In fact, in the past there have been several cases
of politicians acting in cahoots with the operators of
fraudulent deposit schemes to fleece depositors of their
hard-earned money. Another potential risk involved
when the government, as in this case, takes it upon it-
self to guarantee the legitimacy of various deposit
schemes is that it dissuades depositors from conduct-
ing the necessary due diligence before choosing to de-
posit their money. The passing of tough laws may thus
be the easiest of battles in the larger war against illicit
deposit schemes.

After Pulwama, a sorry response

The government and the Opposition must state their policy for security and reconciliation in Jammu and Kashmir

RADHA KUMAR

ike many others, I have
Lwatched events following the

Pulwama tragedy with
mounting stupefaction, not to
mention rage and disgust. Rarely
have I seen such a disingenuous
response, and that is saying a lot
considering we have been unable
to deal adequately with Pakistan-
based terrorists for decades.

Right time for questions

We are told that this is not the time
to ask questions. In fact, this is
precisely the time. Forty of our se-
curity personnel have been killed
in what appears to have been a
preventable tragedy. We are told
there was little or vague intelli-
gence, but in fact the Jammu and
Kashmir police advisory, sent a
week prior to the attack, was spec-
ific that the Central Reserve Police
Force deployment would be tar-
geted. What is being done to en-
sure that operational lapses do not
occur again? Moreover what about
long overdue security reforms for
troops that are sent into harm’s
way, such as properly fortified
vehicles and installations, not to
mention adequate protective gear
and shorter terms of duty? Will
these basic safeguards be provid-
ed this time?

Far from improving security, ca-
sualty figures within Jammu and
Kashmir have mounted to levels
far above what they were in the
years preceding 2014. Union Law
Minister Ravi Shankar Prasad says
that 475 terrorists have been killed
between 2015 and 2018 as against
249 in the three prior years, but
omits the fact that the number of
armed youth was below 200 from
2008 to 2013. This number shot up

after 2016 and continues to rise.
Nor does Mr. Prasad mention the
figure of security forces killed. It
stands at 358 killed between 2014-
18, a rise of 93% over preceding
years. There have been more than
1,700 terrorist attacks in the same
years; and infiltration too has con-
tinued to rise, reaching 400 bet-
ween 2016 and 2018. Are we not
owed some explanation for this
deteriorating security situation?

‘Coercive diplomacy’

Bad as this is, what followed the
Pulwama attack was even worse.
Prime Minister Narendra Modi has
given the Indian Army the green
light to respond as and when they
consider appropriate. That is fine,
and we will wait and see what the
Army does. In the meantime, we
are told, New Delhi is engaged in
‘coercive diplomacy’ to make the
Pakistan government suffer diplo-
matic and economic consequenc-
es. Either they don’t know what
coercive diplomacy is or they
think we the people do not. Re-
moving the Most Favoured Nation
status is meaningless and raising
tariffs on Pakistani goods is equal-
ly so given that the balance of
trade with Pakistan is heavily in
our favour. A threat to divert the
surplus waters of the Indus’s east-
ern rivers, such as the Ravi and
Beas, is again disingenuous, since
it is anyway India’s right and will
take over four years to materialise,
without significantly hurting Pa-
kistan. As for denying sports visas
or pulling out of the World Cup,
the former has already rebounded
against India, with the Internation-
al Olympic Committee downgrad-
ing the event.

One point the government has
missed is with regard to Russia. We
are currently negotiating to buy
Kalashnikov rifles from Russia,
surely necessary for our security
forces. But have we asked Moscow
to cease, or at least freeze, arms
sales to Pakistan until the Imran
Khan government take credible
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action against the Jaish-e-Mo-
hammed (JeM)?

Groundwork from the past

So what is Mr. Modi’s National De-
mocratic Alliance government do-
ing? As far as one can see, it is
mostly following in the steps of the
United Progressive Alliance. Get-
ting JeM chief Masood Azhar pro-
scribed as an international terro-
rist under UNSCR 1267 was an
initiative launched by the Manmo-
han Singh government, supported
by France, the U.S. and the U.K.
(and consistently blocked by Chi-
na). The present government is
right in persisting with this effort
despite the move having had little
impact on Pakistan, though it has
gained a strong statement from
the UN Security Council. What is
wrong is the failure to acknow-
ledge that it was his predecessor’s
initiative and represents continui-
ty of government policy. Such a re-
cognition would go some way to
justifying Mr. Modi’s demand for
unity. In its absence, his demand
appears hollow.

In fact, the only step an Indian
government took with serious con-
sequences for Pakistan — includ-
ing last week — was under the Fi-
nancial Action Task Force (FATF),
which placed Pakistan on a grey
list in 2012, making it difficult to
get aid or loans from international
agencies. On Friday, the FATF re-
solved to keep Pakistan on its grey
list while issuing severe strictures
at Pakistan’s failure to accept the
threat that terrorist groups like the
Lashkar-e-Taiba and JeM pose. The

De-odourising sewage

India’s cities are drowning in waste — but no one is bothered

R. SRINIVASAN

he World Bank estimates
Tthat more than a fifth of all

communicable diseases in
India (21%) are caused by contami-
nated water. It attributes one in
ten deaths in India to diseases or
infections directly or indirectly
transmitted through water. Over
500 children die every day in India
due to diarrhoeal diseases.

Nitrogen, a growing pollutant
Now, add nitrogen pollution to the
list. According to a study by the In-
dian Nitrogen Group, a task force
of scientists tracking the issue, the
amount of reactive nitrogen in a
bulk of the water bodies in India is
already twice the limit prescribed
by WHO. Nitrogen pollution from
untreated sewage, the study
found, now outstrips nitrogen pol-
lution from the Indian farmer’s
urea addiction.

Prime Minister Narendra Modi
has managed to make toilets top of
the mind in our country, with his

Swachh Bharat Abhiyan. Toilets
are being built in mission mode
and there is enough anecdotal evi-
dence to suggest that there has
been a measurable reduction in
the number of people defecating
in the open, which stood at over
500 million — or half the popula-
tion — a few years ago.

Clean India missions

Ironically, India’s latest, largest
and most significantly scaled at-
tempt at cleanliness — the Swachh
Bharat Abhiyan — is likely to add to
this problem.

Under the mission, in the past
four years alone, over nine crore
toilets have been constructed. Of
these, only 60 lakh are in urban
areas, where one assumes they are
connected to some sort of sewage
system (even this assumption is a
stretch. A study done by the
Centre for Science and Environ-
ment in 30 cities in Uttar Pradesh
found that only 28% of toilets in
these cities were connected to a
sewage system). The rest will be
generating fecal sludge, sewage
and septage which has no place to
go.
Which means that that too will
simply get dumped, polluting
land, surface and ground water
and killing our rivers and ponds.

J. MANOHARAN

According to the Central Pollution
Control Board (CPCB), 63% of ur-
ban sewage flowing into rivers is
untreated. The CPCB’s website ad-
mits that the gap between sewage
generated in urban areas (all Class
1 and Class 2 towns) and capacity
for treating that is over 78%.

Besides, the numbers are a bit
dodgy. Up to a third of the in-
stalled sewage treatment capacity
is fully or partly dysfunctional.
Even where the plants are work-
ing, many are not working at full
capacity, because the infrastruc-
ture needed to feed the raw sew-
age into the treatment plant — a
network of drains, sewers and
pumping stations — is inadequate
or incomplete.

All this, one would have pres-
umed, prodded policymakers and
governments into action. Just like
the nation is building toilets in

results have been immediate
though perhaps cosmetic: the Im-
ran Khan administration has taken
over seminaries in Bahawalpur
and reinstated the ban on the
Lashkar and affiliated organisa-
tions.

Who first activated the FATF? It
was the Manmohan Singh govern-
ment, with substantial support
from the U.S’s Obama administra-
tion. And who came up with the
proposal to activate the FATF? It
was suggested at a Track II on Af-
ghanistan in 2008-9, by Arundhati
Ghose, one of our finest diplomats
and a committed supporter of
Track II, which our talking heads
take such pleasure in reviling.

Kashmir crackdown
Disingenuity pales in comparison,
however, with the steps the go-
vernment has taken in Jammu and
Kashmir — or not taken. It is a sad
commentary that the Supreme
Court had to order immediate ac-
tion to protect Kashmiri students
and traders in the rest of the coun-
try. The Home and Human Re-
source Development Ministers
have now swung belatedly into ac-
tion, and on Saturday, Mr. Modi fi-
nally spoke on the issue at a rally
in Tonk, Rajasthan. But, as of this
writing, no action has been taken
against Meghalaya Governor Tath-
agata Roy for his hate speech
against Kashmiris.

Blatant as the acts of omission
are, it is the acts of commission
that truly worry. The government
first removed the security given to
over 170 people, from Hurriyat
leaders to members of Kashmiri
political parties and new aspirants
like former civil servant Shah Fae-
sal. Now Jamaat-e-Islami members
and the Jammu and Kashmir Liber-
ation Front’s Yasin Malik have
been detained. Why these arrests?
Is there some evidence linking
them to the Pulwama attack? Simi-
larly, why the removal of security?
There is a terrible canard doing
the rounds that Kashmiri political

mission mode, one would have
thought civic administrations
would be building drains and sew-
ers and treatment plants with the
same zeal.

One would have presumed
wrong. Even though it is arguably
one of the major health hazards
faced by the people — in cities, in
particular — sewage and human
waste is simply not on the agenda.
Here’s a telling statistic to illustrate
my point — of the 99 cities in the
‘Smart Cities’ mission, which are
collectively spending 32 lakh crore
over five years (from 2015), only
2.4% of the money is going to be
spent on waste management. Even
storm water drainage (which only
removes short-term excess water
during heavy downpours and
doesn’t really add to waste man-
agement) gets a higher share of
2.5%!

Of course, other schemes like
the Atal Mission for Rejuvenation
and Urban Transformation (AM-
RUT) also fund such schemes. AM-
RUT covers a much larger spread —
500 so-called ‘mission cities’
across the country. Of these, only
217 pitched for a sewage treatment
plant as an AMRUT project. Of
these, in the last four years, only
four have been completed, accord-
ing to a reply filed in the Lok

parties are responsible for the mil-
itancy in the Valley. In fact, their
members have risked and lost
hundreds, in some cases thou-
sands, of lives at the hands of
armed radicals. What is the point
of back-footing constitutional par-
ties? Is it to justify the postpone-
ment of Assembly elections when
the State urgently needs to move
out of President’s rule?

Indeed, what reason can there
be for withdrawing security to
Hurriyat leaders when successive
Indian governments, including the
current one, have provided them
security? The only result has been
to unite radical youth behind
them, and to allow further radical-
isation of the people of the Valley.

A larger question that flows
from the above is, does the govern-
ment have any policy to make
peace in Kashmir? Resolution
through talks, especially with
Kashmiri dissidents, has been ax-
iomatic to government policy for
three decades. Their most fre-
quent interlocutors were the Hur-
riyat. Ironically, the Mirwaiz be-
lieved that only right-wing Indian
political parties could make
peace, offering the Modi govern-
ment one of the best opportunities
of any Indian government. That il-
lusion was exploded in 2014 itself
and stands in tatters today.

Clearly, issues of peace, securi-
ty and reconciliation in Jammu
and Kashmir cannot be left to the
government alone. It is time for
Opposition parties to unite on a
programme of sustained engage-
ment with the people of the State,
to show that the rest of India cares
for the terrible suffering inflicted
on them — and even more impor-
tantly, that there is political will to
end the Kashmir conflict in part-
nership with the people, not
against them.

Radha Kumar is a former Government of
India interlocutor for Jammu and
Kashmir and author of ‘Paradise at War:
A Political History of Kashmir’

Sabha.

Even these numbers are mis-
leading. Of the 212 schemes, as
many as 189 are accounted for by
just Andhra Pradesh, Rajasthan,
Madhya Pradesh, Maharashtra
and Gujarat. Only six other States
have one or more projects under
way. The rest have no plans.

Access to water

This, despite the fact that water is
increasingly becoming the biggest
challenge faced by most Indian ci-
ties today. According to NITI
Aayog’s composite water manage-
ment index report released last
year, 75% of households do not
have access to drinking water on
premises, 70% households lack
piped water (potable or other-
wise) and as many as 20 cities will
effectively use up all available wa-
ter resources by 2020!

Sewage and waste need to come
centrestage in our policy debates.
Elections may be fought on ‘bijli,
sadak, paani’ (power, roads, wa-
ter) but no election is fought over
naali (drain). Unless that happens,
we run the real risk of eventually
either choking or being poisoned
by our own waste.

R. Srinivasan is Editor, The Hindu
BusinessLine
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No longer home?

The judicial order which
could lead to the eviction of
lakhs of forest dwellers is
autocratic (Editorial page,
“Without land or recourse”,
February 23). Tribals have
been in this habitat for
ages. Where will they go?
Those who say that tribals
are destroying forest land
are way off the mark. If they
really wanted to do so,
forests would have been
decimated decades ago.
The real destroyers of forest
lands are smugglers,
corrupt forest officials,
their political masters and
urban dwellers. It is these
people that the judiciary
should be keeping under
check. Creating conditions
for a tribal rebellion would
be far more dangerous than
a border war.

P.R. HARITH VARMA,
Hyderabad

Buffeted by backpacks
The writer’s light-hearted/
mild description (‘Open
page’, “Backpacks with

punch”, February 24) of a
careless act by a fellow air
traveller with a backpack
while boarding a flight does
not fully convey the actual
potential for discomfort or
even outright injury to
fellow passengers. I say this
as a senior plastic surgeon.
The injury caused (after
being struck on the head by
a backpack with gadgets)
could even be of a serious
nature if the person
happens to be a child.
Unfortunately, basic
courtesy and care for
others right next to us, in
our crowded spaces, does
not seem to be a part of our
much-celebrated culture.
However, we can certainly
learn from others. On
boarding crowded railcars
in Japan, one notices how
every person who has a
backpack, or any other bag
for that matter, carries it in
a way that does not
inconvenience others.
Travellers go to the extent
of keeping such bags
between their feet while

standing so that there is
more room for other
passengers. Perhaps
airlines in India and other
transport providers should
emulate such an example
and instruct travellers to
observe this. Instructions to
this effect can be
highlighted prominently so
that travellers can have a
better experience than
what the writer had.

Dr. SYED ALTAF HUSSAIN,
Chennai

Travellers beware
Should I as a recent visitor
to India have to alter my
expectations as to how I as
a visitor can expect to be
treated? While in Delhi
recently, we decided to
walk from our hotel to
Connaught Place. As an
obvious visitor, I am used to
people wanting to talk to
me. One gentleman, while
walking with us, had advice
as to where to go, but also
warned us about a practice
in and around the area
perpetrated on the

unsuspecting — of
‘excrement on the shoe
scam’ where the victim will
either be pickpocketed or
charged an exorbitant sum
to clean the mess. I had
difficulty believing what I
was hearing, until while
walking through Connaught
Place, two people,
undoubtedly in on the
scam, were extremely keen
to point out that I had
excrement on my shoes.
Having been forewarned,
we retreated a safe distance
away and sorted it out for
ourselves. But this
disgusting practice does a
great disservice to those in
and around Connaught
Place trying to make a living
and reflects poorly on the
area.

MARTYN THOMAS,
Cardiff, U.K.

A Sunday refresh

The idea to have the
‘Magazine’, in a new tabloid
format, is commendable.
The look and feel are great,
with improved readability.

Being rich in content, the
portions can be read at
leisure. New columns such
as ‘It Happened Last Week’
and ‘Green Humour’ are
thoughtful. The efforts to
continuously and
successfully experiment to
improve the reader
experience must be noted.

G. GOKUL KISHORE,
New Delhi

= [ am immensely delighted
with the product. It is certain
to make Sunday reading
more pleasurable and
archivable.

G. RAMASUBRAMANYAM,
Vijayawada

m |t is pleasing that the
‘Magazine’ not only has a
refreshed format but also
includes the ‘Literary
Review’ section, my

favourite, which disappeared
from here over a year ago.

RICHIK DADHICH,
Lucknow, Uttar Pradesh

= Thank you for giving me
ample reading material for a
whole week while on the
move in trains and buses.
The ‘Magazine’ is now a
breath of fresh air.

N. KRISHNAMURTHY
New Delhi

m The product is a pleasant
surprise and raises the
quality of reading material. I
have been a reader since
2001 and am glad to say that
the daily is way ahead of the
competition in connecting
with readers with updations.

PALLAV,
New Delhi
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CORRECTIONS & CLARIFICATIONS:

The graphic that accompanied “Safety, pollution top issues
among women voters, says survey” (Feb. 24, 2019), erroneously
stated that the total number of respondents of the survey was

40,000. Actually, it was 20,000.

The Readers’ Editor’s office can be contacted by Telephone: +91-44-28418297/28576300;

E-mail:readerseditor@thehindu.co.in
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Old challenges in building a new Kerala

The Nava Kerala Mission requires decentralised planning and the participation of the local government

M.A. OOMMEN

For the Kerala government, the Nava
Kerala (new Kerala) Mission, which
seeks to address problems in four
key sectors, has only become a big-
ger challenge after the 2018 floods. A
Post-Disaster Needs Assessment
(PDNA) report, prepared by a team
of 76 international experts in collabo-
ration with the State government, es-
timates that 331,000 crore, which
was 4% of the GSDP in 2018-19, is
needed to rebuild the State. Recon-
structing 17,316 houses, repairing
46,000 houses, rebuilding 1,613
schools, etc. are herculean tasks.
Turning this challenge into an oppor-
tunity depends on the will and vision
of the people. Rebuilding is different
from repairing and demands a para-
digm shift in the concept and strate-
gy of development. A novel vision
and holistic approach must replace
the prevailing ad hoc approach. The
PDNA report provides an excellent
starting point for this.

Strengths and weaknesses
For any purposeful rebuilding, we
need to identify both the strength
and capabilities of the State as well as
its major failures. Kerala has a fasci-
nating human development narra-
tive and a rich biodiversity. Since the
Communist Party of India ascended
to power in Kerala in 1957, the State
has abolished landlordism, managed
a literacy rate that is more than 90%,
provided affordable healthcare, en-
sured decentralised people’s plan-
ning, and seen the growing inflow of
foreign remittances. However, social
failures such as widening inequality,
marginalisation of the most vulnera-
ble sections of society, an increase in
the crime rate, atrocities against wo-
men and children, a high suicide
rate, and road accidents have been
ignored by decision-makers.
Antonio Gramsci famously said
that politics means conscious action
(praxis) in pursuit of a common goal.
While adversarial politics is part of
democratic practice, the polarising
approach which Kerala witnesses to-
day is unhelpful in the context of re-

SINGLE FILE

Blatantly banal

Bollywood is noteworthy in turning
homosexual characters into caricatures

KUNAL RAY

SPECIAL ARRANGEMENT

as My Brother... Nikhil or Aligarh.

Unsurprisingly, then, Ek Ladki... is at best a formulaic
Bollywood film that features love between two women as
merely a plot novelty. My hopes were expectedly dashed
while watching the film amidst unending giggles and guf-
faws when Sweety (Sonam Kapoor) declares her love for Ku-
hu (Regina Cassandra). It has all the trappings of a quintes-
sential Bollywood potboiler: the bucolic small-town Punjab
setting where everybody is nice and happy, mind-numbing
music, a struggling writer (again a classic Bollywood trope),
a loving grandmother, and some moments in the big city
(Delhi in this case, because how can these love stories orig-
inate in small towns?) amidst other props.

Further, Bollywood love stories cannot be realised with-
out strife. Thus, there is the unfeeling elder brother and a
prototypical villain from whom his beloved sister must be
rescued. What’s new then? Only that homosexual love re-
places heterosexual love? Same-sex love is thus reduced to a
convenient plot point to enable the director to deliver a so-

cial message.

Besides, the women in love need a heterosexual man (Raj-
kummar Rao) as the knight in shining armour to bring them
together and of course the dutiful patriarch of the family
(Anil Kapoor) must approve the match. They have no agen-
cy, which is a seriously problematic position. Sweety and
Kuhu’s first meeting and eventual falling in love are the most
unimaginative I have seen in recent Hindi cinema. For the
lack of a better description, it is a poorly etched fairytale far
removed from real life experiences. When will Bollywood
stop the ‘othering’ of the same-sex love story? I wonder if
this discourse helps the cause or is more of a disservice.

During a conversation with his mother in the film, Raj-
kummar Rao is told to write sach (the truth) and not a story.
After watching Ek Ladki..., one is left wondering whether
this notion would apply equally to the filmmaker. The day
when Bollywood films begin to tell stories that adhere to the
sach principle and eschew blatantly simplistic narratives
will be the day that the depiction of minorities, sexual or
otherwise, will become truer to their ground realities.

The writer teaches literary and cultural studies at FLAME University,

Pune
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Bollywood suffers from the mes-
siah complex. Or perhaps that is
a much-coveted status that we
have thoughtlessly ascribed to
the banal and innocuous films it
produces. There was much hype
around the release of Ek Ladki
Ko Dekha Toh Aisa Laga, which
has same-sex love at its core. I watched it out of curiosity, gi-
ven what we know about Bollywood’s despicable track re-
cord of depicting same-sex love. Remember Dostana? Bolly-
wood is particularly noteworthy in turning gay, lesbian and
transgender characters into caricatures, perennial residents
of marginalia. Their yearning, agony and desire remain en-
tirely unexplored. Of course, this doesn’t include films such

concept and strategy of development." A scene from Paravur in Kerala after
the floods in 2018. =reuTErs

building. New political idioms
through discussions are important,
for no society can meaningfully func-
tion without some presumption of
trust and openness. The State needs
significant transparency guarantees.
Transparency guarantees — “the
freedom to deal with one another
under guarantees of disclosure and
lucidity”, as Amartya Sen observes —
have an instrumental role “in pre-
venting corruption, financial irres-
ponsibility and underhand deal-
ings”. Rent-seeking and growing
disregard for the rule of law cannot
be the basis for rebuilding.

Today Kerala is told that it should
recapture the spirit of renaissance.
One needs to clarify this. It is disco-
vering and rediscovering the essence
of humanity, which has been under a
cloud in recent times. Like the En-
lightenment in Europe that threw up
reason against religious fundamen-
talism, Narayana Guru brought out
the significance of freedom for those
who were suffering caste and class
unfreedoms. The moot question is
whether Kerala will sink precon-
ceived religious prejudices and polit-
ical fundamentalism and imbue the
public sphere with reason.

The project requires the participa-
tion of the local government, and de-
centralised planning. The third tier
of governance in Kerala comprising
nearly 22,000 elected representa-
tives is known for its multistage plan-
ning process and people’s participa-
tion. What is wrong in making the
local government the centre of recov-
ery and rebuilding?

The current debates and the PDNA
report are silent on urban gover-
nance. Several problems in Kerala ar-
ise out of the failure to address the is-
sue of a rising urban population.
Urban Kerala has the highest month-
ly per capita consumption expendi-
ture in India. As a result, the report
estimates the daily municipal solid
waste production in Kerala to be at
10,044 tonnes. This is besides the co-
lossal disaster debris that remains to
be cleared. It is not difficult to revive
the gram sabha spirit of the past as
part of the rebuilding project. Sec-
tion 55 of the Kerala Municipality
Act, 1994 provides for the creation of
a State Development Council presid-
ed over by the Chief Minister with the
Chief Secretary as Convener and
comprising members of the Council
of Ministers and leaders of pan-
chayats and municipalities. Both the
United Democratic Front and the
Left Democratic Front have wasted
this institution. The State Develop-
ment Council can be made the um-
brella organisation that will integrate
the Nava Kerala Mission and the local
government to serve as the centre-
piece of the rebuilding project.

Many people speak of making Ker-
ala a green State. A green economy is
not possible without an understand-
ing of the havoc that has been done
to the land-use pattern through indif-
ferent policies and action. Reminis-
cent of Keats’ line, “a thing of beauty
is a joy forever”, Kerala has to be con-
sciously conserved — not just for tou-
rists but for everyone. Human beings
have to rely on nature’s resources for

survival, but aggressive development
invites nature’s wrath in the form of
landslides and floods.

The change in land-use pattern
and water management has resulted
in a sharp decline in the area under
paddy: from 35% of the crop area in
the 1960s to 7% today. Rice cultiva-
tion is done on watershed basis. The
water scarcity that Kerala faces today
is largely linked to paddy reclama-
tion. Since the Kerala Conservation
of Paddy Land and Wetland Act was
belatedly passed in 2008, not much
has happened except the ratification
of all the illegal transgressions.

Unless we realise that the quarry-
ing, metal crushing and sand mining
mafias are endangering Kerala’s eco-
system, no meaningful land use and
mining policy can be implemented.
The Seventh Report of the Legislative
Environment Committee regarding
the working of the quarries speaks of
the pathological environmental man-
agement underway in Kerala. Placat-
ing vocal voter interests (as in throw-
ing away the Gadgil report) can never
be the way to build common good
and sustainable development. The
PDNA recommendations for an inte-
grated water resource management
approach should never be neglected.

An end to social exclusion

Why the tribals and the historically
marginalised remain neglected is a
question that needs to be raised as
part of the rebuilding project. In-
deed, the disasters have brought to
sharp focus once again the vulnera-
bilities of the poor in general as well
as of the elderly, women, the trans-
genders, and the disabled. Given Ker-
ala’s growing elderly phenomenon,
the three million migrant labourers
will have to be made a dignified part
of its social life. Will Kerala see re-
building as an opportunity to put an
end to the social exclusion through
structural reforms and action?

A road policy that aims to reduce
accidents should be another priority
of the rebuilding project. In 2018,
nearly 4,800 people died in road ac-
cidents. The State needs a Road Re-
construction Policy that will reduce
such accidents. If Kerala is to con-
sciously be rebuilt as a thing of beau-
ty, half the battle will be won.

M.A. Oommen is an Honorary Fellow, Centre
for Development Studies,
Thiruvananthapuram

FROM THE READERS’ EDITOR

Conversations benefit

journalism

Even in a polarising environment, it is vital to continue
the dialogue between journalists and readers

4‘“ b,
. -

A.S. PANNEERSELVAN

My last column, “Neither vainglorious nor
venturesome’ (February 18, 2019), generated
a debate among journalists about the need to
converse with the critics of journalism. Some
felt that Jeff Jarvis’s prescription, that it is the
sacred duty of journalists to listen to the pu-
blic they serve, needed some modification.
They argued that there is a need to make a
distinction between the larger public served
by journalism and the small, vocal and bla-
tantly partisan section that has been under-
mining not only journalism, but also the idea
of the public sphere.

Engage or disengage?
Journalists felt that this column, which is de-
signed to be a dialogue between the new-
spaper and its readers, should strive to in-
form readers about the challenges faced by
them in a polarising environment. I would
like to summarise their angst in
five points. One, we have a go-
vernment that has a peculiar
Teflon coat — none of its monu-
mental failures stick on it. Two,
facts are compared with rhetor-
ic and hyperbole. Three, mis-
ogyny has grown and become
toxic. Four, the threat to indivi-
dual journalists’ safety has be-
come real, and attacks against journalists are
taking place with impunity. Five, social me-
dia is used to discredit journalism and jour-
nalists. In this environment, what should be
the relationship between journalists and the
social media?

A couple of reporters asked whether 1, as
a readers’ representative in a newspaper,
agree with Farhad Manjoo, an opinion co-
lumnist for The New York Times, who asked
journalists to disengage from the daily
rhythms of Twitter, which he described as
“the world’s most damaging social net-
work”. They wanted to know whether it is
possible to carry on with the dialogue pro-
cess if one section refuses to follow any rules
and prefers instead to spew venom and vi-
triol and threaten people. Mathew Ingram’s
essay, ‘The yin and yang of Twitter and jour-
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nalism’, explores journalism’s difficult rela-
tionship with Twitter in a nuanced manner.

The points raised are real and disturbing.
But disengaging is not the answer. As some-
one who handles complaints for this new-
spaper, I can vouch for the fact that the ma-
jority of the readers are without rancour.
They are inquisitive and desire a fruitful en-
gagement with the newspaper. They may not
be as garrulous as the trolls. But they are able
to distinguish between journalism and pro-
paganda. They are appalled when reporters
are attacked for raising pertinent questions
and holding those who wield power accoun-
table. They respect investigative journalism
and they value truth. Hence, engaging with
them is an inevitable task.

Truth and propaganda
The key question is how to distinguish bet-
ween a truly inquisitive reader and a propa-
gandist who wants to undermine journalism
and the public discourse. I believe that jour-
nalists who have developed excellent edito-
rial judgment find the difference in the very
first sentence of the communication.
Discerning readers, who form the bul-
wark of those who support journalism, ask
journalists questions to scrutinise those in
power. They do not pose questions
to obfuscate truth or to defend the
regime. These readers are able to
see that journalism’s first obliga-
tion is to tell the truth and its first
loyalty is to citizens. They do not
want propaganda articles or un-
critical appeasement pieces. Citi-
zens look for credible information
to make an informed choice.
Journalists must realise that informed
readers do not confuse objectivity with naive
neutrality. One cannot be neutral when a
young girl is stalked and killed, or when mar-
ginalised people are further exploited, or
when there is an open display of dominance-
dependency in an equation. As Bill Kovach
and Tom Rosenstiel rightly pointed out, jour-
nalistic responsibility is “to provide citizens
with the tools they need to extract know-
ledge for themselves from the undifferentiat-
ed flood or rumour, propaganda, gossip,
fact, assertion, and allegation the communi-
cations system now produces.” Hence, it is
vital to continue the dialogue between jour-
nalists and readers, and not be short-circuit-
ed by the viciousness of the trolls.

readerseditor@thehindu.co.in
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FIFTY YEARS AGO FEBRUARY 25, 1969
Anglo-French row

Whatever chances there might have been of considering Gen.
De Gaulle’s proposals for a “new Europe” on their merits were
seriously damaged over the weekend by an acrimonious de-
bate between Britain and France on whether the French Presi-
dent’s ideas and intentions were accurately conveyed to the
British Government by Mr. Christopher Soames, British Am-
bassador in Paris, to whom the General first put them across,
and on whether it was proper for the British Government to
pass on the proposals to West Germany without prior French
consent. Gen. De Gaulle proposed that the E.E.C. might be re-
placed by a larger free trading area and NATO might eventual-
ly disappear yielding place to another, less rigid and less insti-
tutional, arrangement for the defence of the Western world.

A HUNDRED YEARS AGO FEBRUARY 25, 1919

Tilak Case in London.

The Tilak case was continued to-day [February 20, in Lon-

don]. Addressing the jury Sir E. Carson declared that the case
ought to have been tried in India. Mr. Tilak ought certainly to
have the verdict if he deserved it but Sir E. Carson emphasised
the result of such a verdict on the Government of India and
white officials in India. Mr. Tilak had the most profound British
justice and before giving the verdict the jury ought to take into
account the whole of Mr. Tilak’s actions since 1893. Sir J. Simon
pointed out that when Mr. Tilak was tried for sedition in Poona
in 1897 not a word was said about the murder. Of Mr. Rand also
the Government in Bombay confirmed Tilak’s election to the
Legislative Council. He was not seeking to justify everything
Mr. Tilak had done but even the devil should have his due. The

Restorative justice

This refers to a form of criminal justice where the major em-
phasis of court proceedings is on repairing the damages im-
posed by a criminal on the victim of the crime. This view of
criminal justice is in direct contrast to the modern criminal
justice system that is focused primarily on retribution against
the criminal. Restorative justice closely involves the victim of
a crime in the judicial process so that proper compensation is
offered to him through the imposition of an appropriate pe-
nalty on the person who committed the crime. Under the res-
torative justice system, a crime is not viewed as an act against
the law but simply as an issue between the criminal and the
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Video: Sri Lanka’s best overseas Test victories
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BECAUSE THE TRUTH

INVOLVES US ALL

THE PM’S WORD

The fight against terror should not become a fight against
Kashmir; the idea is to win over Kashmiris

RIME MINISTER NARENDRA Modi's unequivocal message to the nation that

India’s “fight is for Kashmir, not against Kashmir, not against Kashmiris” has

come none too soon. It ends days of shabby political silence as self-appointed

protectors of the nation took to intimidating, assaulting and evicting Kashmiri
students and others in various parts of the country in the wake of the Pulwama terror at-
tack. Many educational institution crumbled under pressure, and suspended or expelled
Kashmiris; one gave an undertaking that it would not admit students from the Valley.
Fearing for their safety, hundreds of hapless students returned home or are in the process
of doing so. The incidents were not just scandalising for the impunity with which their
perpetrators acted, they have also done irreparable damage to India's case in Kashmir.
They have provided fodder for propaganda to India's enemies in Kashmir, and confirmed
the worst fears of the alienated Kashmiri. There was a time Kashmiri parents sent their
children to other states for education believing this was the best protection from the vi-
olence in the Valley. It is doubtful if they think that now. Prime Minister Modi’s words
convey that the interests of India are ill served by such acts, and that the idea is to win
over Kashmiris.

Whichis why itis difficult to comprehend the developments in the Valley during the
weekend. Some 200 members of the Jamaat-e-Islami (Jel) and Hurriyat leader Yasin
Malik were arrested in the Valley, spreading confusion and anger among its not inconsid-
erable following in south Kashmir. The Jel is a political party, once banned for its close
links to the Hizbul Mujahideen. In recent years, it has distanced itself from both HM and
the Hurriyat, even though it remains separatist. How the government gains from action
against the Jamaat is not clear at all. The Centre has much more to gain from engaging with
those who carry some political weight among young people in Kashmir, than from the
optics of arrests outside the Valley. Bewildering too are the Jammu & Kashmir adminis-
tration’s orders — asking hospitals to hoard medicines, cancelling vacations of medical fac-
ulty, rationing fuel and directing ration shops to finish distributing foodgrains forthwith
— that have created all round panic in the Valley since Saturday. To top it all, 100 addi-
tional companies of paramilitary forces are headed to Kashmir. All manner of rumours
are abroad, including about an imminent government decision on Article 35 A and 370.

If Modi’s words are not just plain rhetoric, the Centre should not be undermining
what little trust there is left between Kashmiris and the rest of the country. The re-
sponse to Pulwama must not be to shut down any possibility of reviving the political
process in the Valley.

THE NEW DEAL

SC order on Reliance Communications marks the transition to
a more impersonal, rule-based capitalism

IVE YEARS AGO, or less, nobody would have imagined an Anil Ambani could

face the prospect of a jail sentence or the Ruia family may not be far from los-

ing control over their crown jewel, Essar Steel. That promoters can no longer

treat their ownership of enterprises as a “divine right” and enjoy the benefits
of “riskless capitalism”, to quote the former Reserve Bank governor Raghuram Rajan, is
something India Inc s still finding difficult to reconcile with. The catalyst for this has been
the Insolvency and Bankruptcy Code (IBC) — arguably the Narendra Modi government’s
biggest economic reform measure, ahead of even the goods and services tax. The IBC has
fundamentally altered the relationship between large borrowers and their creditors. Until
recently, whenever the former defaulted, the latter invariably had to make the concessions.
The promoter continued to be at the helm, even after mismanaging the business or di-
verting loans to avenues other than for which they were sanctioned.

That, thankfully, has changed. The IBC allows both lenders and operational creditors
to move a dedicated bankruptcy court — the National Company Law Tribunal (NCLT) —
and initiate insolvency proceedings against defaulting firms to recover their dues through
a time-bound process. The Swedish telecom equipment maker Ericsson did just that, by
filing a bankruptcy petition against Reliance Communications before NCLT to recover
unpaid dues. It forced the Anil Ambani-controlled company to enter into a settlement
that was approved by the Supreme Court. When the beleaguered telecom operator failed
to discharge its payment obligations under the deal, leading Ericsson to file contempt
pleas, the apex court ordered Ambani to cough up Rs 453 crore within four weeks or risk
a three-month prison sentence. What the IBC has done is to provide a mechanism for en-
forcing the sanctity of debt contracts: The very threat of a company’s control passing to
creditors, who would invite other prospective promoters to take over and pay off its dues
to the maximum extent, is the best insurance against “riskless capitalism” and future
bad-loans crises. The Ruias are yet to give up. But in the new regime, it’s the lenders and
courts, not “divine right”, that will decide who will ultimately run Essar Steel.

The above transition to a more impersonal, rule-based capitalism is bound to face re-
sistance from those used to the earlier system, where both sanctioning of loans and they
being written-off in the event of turning bad could be seamlessly “managed”. One indi-
cator of it is the resolution process in many cases taking much longer than the 270-day
deadline (from any insolvency petition’s admission by NCLT) set under the IBC. This is
where the higher courts need to step in and draw the line.
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PROPERTY IS THEFT.
— PIERRE-JOSEPH PROUDHON

Staring at a stalemate

Geopolitics, limits puts by nuclear-deterrence, make it

difficult for India to isolate Pakistan diplomatically

AYESHA SIDDIQA

IMRAN KHAN WAS in no hurry to respond
toIndia’s allegations on Pakistan’s role in the
Pulwama incident. He delivered a speech on
February 19 — five days after the incident and
after the Crown Prince of Saudi Arabia left
Pakistan. While it is true that he didn’t want
Pakistani and Saudi attention diverted from
Mohammad bin Salman, that may not have
been the only reason for the delaying tactics.
Perhaps, he wanted Narendra Modi to feel
the pain of having his back to the wall, which
was compounded with the anger of not be-
ing able to react at will against a country that
the Indian prime minister had claimed he
would isolate internationally.

Indelivering his message on February 19,
Khan appeared calmer than his predecessor,
Nawaz Sharif. Sharif belongs to a generation
of politicians of the 1990s who understood
the domestic political value of peace. In his
last term, he was at odds with his military
commanders over how to handle New Delhi.

Khan, on the other hand, is a first-time
head of government, who may have spoken
inthe pastabout the need to have peaceinthe
region or criticised the military. Butin his new
re-incarnation as head of “Naya” Pakistan, he
seems to be a mix of Modi and Pervez
Musharraf. Like them, he understands where
power lies, knows how to play to the gallery to
gain legitimacy and shoots from the hip.Inany
case, he has the benefit of being on the same
page as his army chief. The one problem s that
folks in Delhi tend to see the better relations
Khan has with the army from one perspective
— he will deliver to India when others could
not. This is an ambitious thought.

In his speech, Khan was eager to cut to
the chase and suggest that cracking down on
the Jaish-e-Mohammad or Lashkar-e-Taiba
was not going to happen just because India
wants it. His insistence on actionable intelli-
gence means that the matter will drag on in-
conclusively.

In the 10 years since the 26/11 Mumbai
attack, the ordinary Pakistani have been made
to almost forget Ajmal Kasab as their own or
that his whereabouts were ferreted out by
both the Pakistani and international media.
They now believe that he was an Indian na-
tional and the entire incident was part of a
project to malign Pakistan. Khan is both the

Notwithstanding India’s
anger and a view in certain
circles in Delhi that Pakistan
could be easily pushed down
the escalation spiral, the
likelihood of both sides
blinking first remains a
possibility. India’s
conventional military
superiority is questionable.
In the past, major escalation
was contained by smaller
reactive actions such as the
shooting down of Pakistan
Navy’s Breguet Atlantic-91
with 16 people on board.
Both sides also do conduct
attacks across the LoC.
What Khan tried to say was
that any Indian action
beyond the LoC would
provoke a reaction. Striking
the Jaish’s headquarters, 200
miles inside the
international border, could
result in unmanageable
escalation.

maker and part of the “Naya” Pakistan, which
has moved on from Mumbai and wants India
todo the same. However, the exchange of ac-
tionable intelligence, on which both states
agree, is not likely to happen. Therefore, if
New Delhi isin a hurry to solve the terrorism
problem, then it would do well to attend to
the core issue — Kashmir. It is the only con-
text in which violent extremism is likely to
be discussed bilaterally with the intention of
solving the problem permanently.

Khan’s message seems to be padded
with consciousness of the region’s political
and geopolitical realities. The first reality is
the nuclear-weapons deterrence that im-
poses limits on how far India can go in re-
sponding to Pakistan. Notwithstanding
India’s anger and a view in certain circles in
Delhi that Pakistan could be easily pushed
down the escalation spiral, the likelihood
of both sides blinking first remains a possi-
bility. India’s conventional military superi-
ority is questionable. In the past, major es-
calation was contained by smaller reactive
actions such as the shooting down of
Pakistan Navy’s Breguet Atlantic-91 with 16
people on board. Both sides also conduct at-
tacks across the LoC. What Khan tried to say
was that any Indian action beyond the LoC
would provoke a reaction. Striking the
Jaish’s headquarters, 200 miles inside the
international border, could result in unman-
ageable escalation.

Militarily and diplomatically, Islamabad
finds itself in a comparable position to India,
whichis different from the late 1990s. The mo-
ment is different from the Kargil crisis when
Pakistan was taken to task by the entire world.
There was also discomfort in the military re-
garding Kargil, as the smaller services did not
agree with the venture. An incursion inside
Pakistan, however, is a different ballgame. In
1999, Pakistan’s sole benefactor at that time,
the US, was so upset that the then US President
Bill Clinton gave Nawaz Sharif a hard time,
when the latter went to seek help for conflict
management. During a tour of South Asia,
Clinton only stopped at Islamabad for a few
hours to address the people of Pakistan.

But now Pakistan is engaged with multi-
ple international players. In the words of the
chief of Inter-Services Public Relations, “India

could notisolate Pakistan. Everyone wants to
talk to Islamabad. Western countries that
can't talk to China or Russia use us (Pakistan)
asaninterlocutor.” Pakistan’s centrality in the
BRI plan has made it a country of interest for
many, especially China. Though relations be-
tween Pakistan and China are not perfectin so
far as the CPECis concerned, Beijing’s stakes
in the corridor may compel it to resist pres-
sure for blocking the resolution against JeM
again. As for the US, would Donald Trump be
eager to go beyond issuing reprimands when
heis eagerly engaged in discussions with the
Taliban with Pakistan’s assistance? The
Taliban talks also indicate a strategic shift in
American thinking, from the position of using
its resources to battle violent non-state ac-
tors to considering these militias as having a
political role. Even while guarantees are being
sought from the Taliban to not allow its terri-
tory for violence elsewhere, organisations like
the Jaish and LeT and their affiliates may be
useful in keeping Iran troubled — that is why
Saudi Arabia has invested in Pakistan.

Pakistan’s military is extremely conscious
of not crossing the red-line with Iran which
Tehran wouldn’t want either, at least at this
point in time for sake of domestic stability.
There is also the question of how much the
West would want to commit itself to the on-
going South Asian crisis. Pakistan finds its
military-to-military relations with the UKin
particular and number of other European
countries satisfactory. Even domestically, un-
like during Kargil, civil society and media are
comfortably controlled. The Pashtun
Movement, PTM could get a push back due to
bilateral tension. This is possibly the first time
after going overtly nuclear that Islamabad is
confident during a crisis.

With the two neighbours standing eye-
ball-to-eyeball, the choice is now between
de-escalation for talks and escalation for war.
Trying to call each other’s nuclear bluff is a
temptation fraught with risks. But talks also
do not hold promise if their purpose would
mainly be conflict management. Can an ar-
biter be created?

The writer is aresearch associate at CISD,
School of Oriental and African Studies,
University of London

DISHONOURING THE VERDICT

On the ground, SC ruling on Section 66A is frequently violated

APAR GUPTA AND ABHINAV SEKHRI

IN OCTOBER 2018, we published a small study
revealing how Section 66-A of the Information
Technology Act 2000 [“IT Act”] continued to
be used to prosecute persons despite being
struck down by the Supreme Court as uncon-
stitutional in Shreya Singhal (2015). We sug-
gested that this afterlife was not merely wan-
ton exercise of power by the police but
symptomatic of a deeper malaise. Since dec-
larations of unconstitutionality do not wipe
out a provision from the statute book, it meant
something more had to be done to ensure
people know the provision is no longer valid.
But we found that there were no systems in
place to ensure that the news of judicial deci-
sions reached all corners of the state machin-
ery.Such signal failures between the judiciary
and executive made it likely that news of a pe-
nal provision being struck down by the SCwas
not reaching the many police stations.

Based on our report, the People’s Union
for Civil Liberties — one of the petitioners in
the litigation that led to the provision being
struck down — took 66-A back to the SC.
Directions were sought for compliance with
Shreya Singhal. Information was sought from
the government on how many 66-A cases
had been filed after it had been exorcised.

When the case came up for the first hear-
ingin January, the bench was furious, prom-
ising strict action if in fact fresh cases had
been filed after the Shreya Singhal judgment.

Based on our report, the
People’s Union for Civil
Liberties — one of the
petitioners in the litigation
that led to the provision
being struck down — took
66-A back to the SC.
Directions were sought for
compliance with the Shreya
Singhal judgment.
Information was also sought
from the government on
how many 66-A cases had
been filed after it had been
exorcised.

On February 15, at the second hearing, the
attorney general appeared to support a
counter-affidavit filed by the Union of India.
It showed that after the last hearing, the
Union took steps to supply the publicity
deficit which we had identified. It had writ-
ten to states/union territories (UTs) remind-
ing them about 66-A being struck down and
sought data on pending cases, if any.

Only six responses had been received by
the 15th, and not all of them provided the
data sought. Out of these, Delhi and Manipur
reported zero cases. Gujarat reported three
cases filed after 66-A was struck down. Most
notably, Kerala confirmed that 19 fresh cases
had been filed after the Shreya Singhal judg-
ment, with 15 at the investigation stage.

Despite the missing data from remaining
states/UTs, the Court decided not to continue
monitoring the issue. Instead, it chose to de-
cide the application by allowing the prayers
requested by PUCL: Directions were issued
for the Shreya Singhal judgment to be circu-
lated by all high courts among the subordi-
nate judiciary, and directions were also issued
to chief secretaries of all states/UTs to ensure
the judgment is shared with the police. The
orders in the PUCL v. Union of India applica-
tion are welcome, and hopefully will help to
end this particular legal zombie.
Unfortunately, the good news ends there.

Replies by Kerala and the other states were

an invaluable data source for how 66-A has
been misused, since government statistics on
criminal law have stopped carrying the num-
bers for 66-A. The fact that states took notice of
the letters sent consequent to the PUCL appli-
cation confirmed the impact of monitoring by
the SC. However, in refusing to keep the appli-
cation alive even when a majority of states/UTs
had notyet furnished replies —including states
such as Bihar and Jharkhand which we showed
seemed to have many rogue 66-A cases — the
Court has again made the afterlife of 66-A a
non-transparent affair. This appears even more
troubling in light of the news about persons
being arrested for objectionable remarks on-
line concerning the tragedy in Pulwama.

Because this ended as speedily as it did,
the bench never bit into the larger issue of
addressing signal failures. Non-compliance
with 66-A is only the most visible symptom
of adeeper malaise where one branch of the
state is simply not being heard by the others.
Bridging this communication gap requires a
more sustainable solution than requiring
someone — PUCL in this case — to knock on
the Court’s doors.

Guptais a lawyer and executive director of the
Internet Freedom Foundation; Sekhriis a
lawyer practising in Delhi. They conducted a
study on Section 66A which led to PUCL'’s
application in which they appeared as lawyers
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DEBATES AND WARS

THE UNITED STATES representative to the
UN, Andrew Young, opening a Security
Council debate on South-East Asia last
night, called for a ceasefire in the wars in
Vietnam and Cambodia. Young also pro-
posed that the council call for withdrawal
of foreign troops from the two countries
and seek the commitment of all parties to
settle differences by peaceful means. He in-
sisted the US was not taking sides. “We sim-
ply want to find ways to limit the disaster
and the bloodshed that is now occurring in
South-East Asia,” he declared. The debate
was also marked by bitter criticism of each
other by the Soviet Union and China. Each

accused the other of trying to spread its
influence in the area, by expansion and
aggression.

Tor JoB AT UP JANATA
THE CONTEST FOR leadership of the Uttar
Pradesh Janata Legislature Party, slated for
February 27, assumed importance today
with the entry of C B Gupta, treasurer of the
Janata Party and former chief minister, into
the fray against the BLD-backed candidate,
Banarsi Das, speaker of the Vidhan Sabha.
After day-long talks here, a meeting of lead-
ers of pro-changers was held at Moti Mahal,
where Gupta was requested to contest the
election.

TROUBLE IN POONCH
SHEIKH ABDULLAH MAY agree to hold talks
with the all-party group in Jammu and set-
tle things across the table. This is the impres-
sion that S N Razi and A CSen, the two emis-
saries of Jayaprakash Narayan, have carried to
Delhi from Jammu. They will visit Patna to
give JP their interim report. According to the
emissaries, the unrest in Poonch began with
protests against wrongful selection of teach-
ers for appointments. The emissaries think
thatissues had been piling up for along time
and the people in the Jammu region had
been nursing the complaint that they were
not being given their due as compared to
those living in the valley.
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Subscriber holds the
remote, and the keys

New TRAI regulations give customers the option to choose even a single channel,
brings transparency to broadcasting platforms

R S SHARMA

You can haveitin any colour you want, as long
asitis black.
— Henry Ford on Ford Model-T

THE CUSTOMER IS king. And the king has a
good life, but only when he is allowed to rule.

Unfortunately, till today, the broadcast-
ing sector was ruled by broadcasters, large
distribution platforms and local cable
providers — each lording over their own do-
main. Through its recent action, the broad-
casting regulator (TRAI) has empowered the
customer and brought transparency and free
and fair competition into the market. It has
given the subscriber the freedom of choice.

You could say that the subscriber already
held the remote to the set-top box. True, but
if its keys were programmed by someone
else, that’s not real choice. Or is it?

Let’sunderstand broadcasting and its dis-
tribution through an analogy with the
restaurant and food delivery services. A
restaurant may offer an all-you-can-eat buf-
fet with a big spread from which you eat a
few items. It works, however, because on an
average everyone eats about the same. So,
the restaurant can speed things up and save
the cost of serving individual orders.

Restaurants may also offer a set menu (or
athali), where the full meal is pre-configured
with a limited set of options, the total cost of
whichis less than the cost of individual items.
This works too, you would eat most of what
is included in the meal, but not otherwise. If
you only want two of the seven items in the
thali, you should have the option to order
those without having to pay more than the
thaliitself.

TRAI's new regulations require that indi-
vidual channels must be offered by the broad-
caster. This gives the subscriber the option to
choose even a single channel. Today’s digital
set-top box support this technically, so why
should this option be denied to the con-
sumer? That is at the heart of the new rules.

Now consider what happens when you
use a food delivery service to order from
restaurants. They usually charge a small fee
(or take a cut from the restaurant) and de-
liver the food.

A restaurant cannot force its full break-
fast buffet to be carried to the customer by
denying sale of individual dishes. That would
be preposterous. So TRAI wrote into the reg-
ulation that the delivery services may charge
a small fee (network capacity fee or NCF)
which cannot exceed the stipulated amount.
They must then carry individual channels,
bouquets offered by the broadcasters — and
optionally, their own bouquets. Every choice
is thus available.

That makes it possible for the customer
to choose what suits him or her the best. The
stakeholders in delivery supply chain too are
free to negotiate commercial agreements
with their upstream and downstream part-
ners in a non-discriminatory manner.

The new framework decouples the lay-
ers and gives freedom of choice to the cus-
tomer, without their hand being forced by
limited offerings. The broadcasters and dis-
tribution platforms are also free, except to
exploit the customer because of any monop-

oly over popular content.

Why was this change required? And why
now?

Let’s go back to our example of food deliv-
ery. While home delivery has existed for
decades, traditionally it was the restaurant
that provided the service in its neighbour-
hood. Technology changed that. With smart-
phones came apps that allowed customers
to order and pay for the food of their choice.
It was a scalable model in which making the
selection, ordering, payment, providing ad-
dress location, sharing feedback on quality
with other customers could be done with-
out much effort.

Technology not only enabled the food de-
livery service, but also expanded the restau-
rant business. Many more people now order
food because they can get exactly what they
want. And new kitchens have sprung up to
satisfy the customer demand, which no
longer service a restaurant. It has resulted in
the growth of the industry, spurred by more
satisfied customers.

Technology has changed in the broad-
casting sector too. Parliament enacted the
Cable TV Amendment Act 2012, mandating
a switchover from analogue to digital ad-
dressable systems (DAS) in the delivery
pipeline. It means that the signals are en-
crypted at the headend, which may be indi-
vidually decrypted by set-top boxes that have
aunique address. The customer can thus get
and pay for just what he or she wants to view.
This capability reached all customers in
March 2017 after the implementation of the
DAS systems in four phases.

For the first time, therefore, we have the
capability to deliver exactly what the con-
sumer wishes to receive and to plug revenue
leakages by under reporting of subscriber
numbers. This brings complete transparency
and control (that each fairly needs) not only
to subscribers, but also to broadcasters and
distribution platforms. And it ensures trans-
parent revenue collection by the government
as well.

Itis a well-founded principle of econom-

Traditionally television has
garnered a large part of the
advertising spend. This
revenue, to an extent,
depends on subscriber
counts. You should,
therefore, expect attempts by
the broadcasters to increase
their subscribers and to
diminish those of their
competition, using low price
or other means. Since
broadcasting is a complex
industry with large entry
barriers, stakeholders can
resort to anti-competitive
behaviour in many forms.
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ics that a functioning market automatically
directs resources to support production of
goods and services that best meet customer
requirements at the lowest possible price.
What more can anyone ask for?

Well, one can ask that products and serv-
ices be free, which is possible to arrange
when production is supported by advertising
or subsidy. However, advertising diminishes
the signaling power of price in the consumer
market: The bigger the advertisement pie,
the greater the suppression of consumer’s
voice. Eventually, advertising may lead to the
production of free yellow pages or product
catalogues.

Traditionally television has garnered a
large part of the advertising spend. This rev-
enue, to an extent, depends on subscriber
counts. You should, therefore, expect at-
tempts by the broadcasters to increase their
subscribers and to diminish those of their
competition, using low price or other means.
Since broadcasting is a complex industry
with large entry barriers, stakeholders can
resort to anti-competitive behaviour in many
forms. Even the Supreme Court has pointed
this out: “[There is existence of]... perverse
pricing of bouquets vis-a-vis individual pay
channels. In the process, the public ends up
paying for unwanted channels, thereby
blocking new and better TV channels and re-
stricting subscribers’ choice.”

While advertising would remain the
mainstay of this industry, anti-competitive
behaviour and price distortions can be ad-
dressed. This is what the new regulation
achieves by introducing transparency and
structurally supporting free and fair compe-
tition, though it may take some time for com-
petition settle.

The regulator has delivered in full meas-
ure. The customer is now in the driver’s seat.
The noise you've heard is nothing more than
the clashing of teeth due to the change of gear.

Happy journey and good views.

The writer is chairman, Telecom Regulatory
Authority of India

VIiEwW FROM THE
NEIGHBOURHOOD

Aweekly look at the public conversations shaping ideas beyond borders — in the
Subcontinent. Curated by Aakash Joshi

PARADIGM SHIFT

MUHAMMAD AMIR RANA, a security ana-
lystlays out a plan in Dawn on February 25
for Pakistan to address the militancy issue
in that country: “Pakistan can by no means
leave the task of countering terrorism un-
accomplished. For that, it will have to adopt
a policy mechanism to control all shades of
militant groups. In retrospect, Pakistan has
already taken some measures that have put
pressure on militants and their supporters.
This pressure should remain sustained and
be expanded across the board, reflecting
the state’s resolve that no militant group
will be allowed to operate here.”

He lays down three steps that would
lead to this paradigm shift: First, “militants
should not be allowed to hide behind the
state’s religious-nationalist paradigm.”
Second, militant organisations should
cease to form a part of the Pakistan state’s
security and strategic calculus. Third, “the
international community, including
Pakistan’s key strategic partner, China, has
become less tolerant towards violent non-
state actors that are considered a key hur-
dle in the way of progress and globalisa-
tion. Global economies trust only non-state
actors of peace and cooperation, such as
the Financial Action Task Force, the interna-

tional financial watchdog that helps check
money laundering and terror financing.”

He argues that both India and Pakistan
need eschew rhetoric and move from a dis-
course of warfare to one of “strategic real-
ism”: “Pakistan’s offer to India for talks was
an attempt to bring these countries into the
realm of strategic realism, but the Indian
response remains negative. This attitude is
not going to help India; rather, it will leave
the current regime in Delhi hostage to a
new collective narcissism that is growing
in Indian society... In the narcissistic
framework of India, Pakistan is seen as
holding the position of an ‘offender’ that
provokes the majority’s sentiments and
sees the Kashmiris as aligned with
Pakistan.”

PEACE, PLEASE

The February 23 editorial in The Dhaka
Tribune notes with “great concern” the es-
calation of tensions between India and
Pakistan following the attack on the CRPF
convoy in Pulwama on February 14. It be-
gins by condemning wholeheartedly the
terror attack and even expresses sympathy
with the sentiment in New Delhi: “India’s
reaction of wanting to give a 'befitting’ re-

ply after such a deadly attack is under-
standable given Pakistan's obvious involve-
ment in Kashmir but blaming Pakistan di-
rectly requires more evidence. At the same
time, we have seen an inadequate response
from Pakistan to address India's longstand-
ing concerns about allowing terrorist
groups to find asylum within its territory. It
is alleged not only by India but also many
other international entities that a section
of the country's establishment, hostile to
the idea of peace, harbours armed groups
that carry out cross-border terrorist acts.
Pakistan must commit to do more in dis-
mantling these non-state actors.”

The editorial, however, also calls for a
de-escalation and dialogue, and circum-
spection, both as an end in itself as well as
in the larger interest of South Asia as a
whole: “On the other hand, the nationalist
elements in India have, since the attack,
created an environment in which anything
less than revenge would be deemed unac-
ceptable. Yet this is the last thing that
should be contemplated. The most prudent
thing for India to do would be exercise re-
straint and not fall into the trap of a war,
which would destabilise not just both the
countries but also the entire region. India
should also protect Kashmiri civilians

and those voicing peace from nationalist
jingoists..”

NEPAL JUDICIAL WAR

THE SUPREME COURT of Nepal is going
through high drama, according to the
February 21 editorial in The Himalayan
Times: “Senior-most Justice of the Supreme
Court Deepak Raj Joshee has resigned from
his post, but not without taking offence at
the way he was treated in his final days.
Incumbent Chief Justice Cholendra
Shumsher Rana, after taking the reins of
the apex court from the beginning of
January this year, refused to assign
Supreme Court benches to Joshee, leaving
the latter with just two options: either to
quit or attend court but not work. The
power to assign cases lies solely with the
(], who had explicitly called on Joshee to
leave the court for good. Barring an im-
peachment by the federal Parliament,
Joshee had till October before resigning on
age grounds. However, rather than face the
continued humiliation meted out to him,
Joshee decided to quit on Tuesday.”

That this politics of vendetta and acri-
mony has reached the courts is a matter of
grave concern, according to the editorial.
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WHAT THE OTHERS SAY

“Crown Prince Mohammed bin Salman has built a record of reckless aggression
against opponents both at home and abroad. He has also declared on at least one
occasion that his regime could seek to acquire nuclear weapons.”

—THE WASHINGTON POST

(Gandhi and the
varna question

It is easy to cherry-pick from his writings to paint
him a racist and anti-Dalit. But Gandhi’s views
evolved, reflected his ethical project

IN GOoOoD FAITH

K P SHANKARAN

GANDHI, TO this day, remains an enigma.
While millions across the world revere him
as a saint, there are countless others only
too willing to condemn him as a racist and
casteist. The truth is that Gandhi was an or-
dinary mortal, with failings and weak-
nesses, extraordinary only in his determi-
nation to lead and profess an ethical life.

In recent times, there has arisen a ten-
dency among the crypto-bourgeoisie, led
by the Booker Prize-winning Arundhathi
Roy, to portray the great pacifist-anarchist
thinker Gandhi as aracist and a proponent
of the varnashrama system. ] H Stone’s ar-
ticle, ‘M K Gandhi: Some Experiments With
Truth’, which appeared in the Journal of
South African Studies in 1990, heralded the
crypto bourgeoisie’s desire to present itself
on the side of the suffering masses by pre-
senting Gandhi as racist and an anti-Dalit.

To begin with, one must admit that the
seeming contradictions in his own writings
spanning over 60 years have contributed
in no small measure to making Gandhi the
mystery that he is. Within his voluminous
works, the Gandhi worshipper and the
Gandhi baiter will both find enough evi-
dence to cherry-pick a defence for either
stand. The problem is that the average
reader who neither has the time nor incli-
nation to sift through Gandhi’s sayings in
its entirety, begins to believe the half-
truths. For instance, the crypto bourgeoisie
would refer to Gandhi’s letter of 1908 in
South Africa to drive home the point that
he was an out-and-out racist. It is true that
in the early part of his life in South Africa,
Gandhi did display racist tendencies. But
what these writers will not disclose is that
such sentiments find no echo in any of his
writings after 1909. These apparent con-
tradictions were not the product of a con-
fused mind, as some would have us believe.
Gandhi’s ideas were constantly evolving.
He was only too willing to embrace new
ideas and give up old ones when con-
fronted with evidence in support of the for-
mer.

More complex, however, is Gandhi’s
propagation of the varnashrama system. In
his personal life, he never practised varna
dharma and his ashrams were totally free
of varna dharma. His political utopia,
Swaraj, was also devoid of religion and
caste. At the same, time he constantly used
the expression varnashrama dharmain his
writings and took pains to defend it.
Nevertheless, the varnashrama dharma he
defended was not a hierarchical one as
propagated by the Bhagavad Gita or the
Manusmriti. Gandhi constructed a non-hi-
erarchical varna system and tried to sell it
to the Hindus, albeit unsuccessfully. This
non- hierarchical varna system was based
on the principle “Let us not want to be what
everyone else cannot be”, which he had

to him, this principle was the epitome of
Anashakti yoga. He believed that one
should not aspire for a profession but do
what one was ordained to do according to
a tradition into which one was born.

These seeming contradictions between
what he practised and what he purport-
edly preached make it difficult to defend
Gandhi from the onslaughts of the crypto
bourgeoisie. Why did Gandhi say what he
did, when he did not practice it within his
own ashram?

Gandhi believed in using the vocabu-
lary of his lineage to make himself intelligi-
ble to the masses. He rejected the vocabu-
lary of the European Enlightenment as
being alien to the people. There was also
another reason why he chose his parental
Vaishnava vocabulary to deal with the var-
nashrama system. He was extremely con-
scious of the lls that plagued the Hindu vo-
cabulary and according to him, only an
internal reformation could remove these
ills. In a letter to his missionary friend C F
Andrews, he had argued that Vaishnava vo-
cabulary was saturated with violence/ad-
harma and his mission was to take away
that venom. So, while it was easy for him
to establish that untouchability had no
“scriptural” sanction, with the Gita and
other “scriptures” seemingly supporting
varnashrama, Gandhi’s task in this regard
Was more onerous.

Therefore, Gandhi tried to interpret the
varnashrama system from a non-hierarchi-
cal point of view, without rejecting it in the
manner he had rejected untouchability. He
also argued that while the shastras or-
dained one to eke out a living only by doing
one’s own hereditary profession, there was
nothing in the shastras that prohibited one
from doing any other job, provided it was
done without any remuneration. For in-
stance, a non-brahman could functionasa
priest as long as he did not take any dak-
shina and brahmans could perform the
functions of a sudra in the same way. But
by 1933, Gandhi was ready to accept that
it was not birth alone that determined a
person’s varna. He urged people to listen to
these words of Yudhishthira in the
‘Vanaparva’ of the Mahabharata: “Truth,
charity, forgiveness, good conduct, gentle-
ness, austerity and mercy, where these are
seen, O King of the Serpents, there is a
Brahmin. If these marks exist in a Shudra
and are not in a Dvija, the Shudra is not a
Shudra, nor the Brahmin a Brahmin.”
Gandhi then goes on to say “These and nu-
merous other verses from the Shastras un-
mistakably show that mere birth counts for
nothing. A person must show correspon-
ding works and character to establish his
claim by birth.”

Itis true that Gandhi never rejected the
varnashrama dharma. Social reformers like
Narayana Guru had rejected the idea of var-
nashrama dharma while working within
the advaitic paradigm. Gandhi, on the other
hand, changed it to a Dalit-friendly concept.
This is all that any great, intellectually so-
phisticated social reformer could aspire to
do from within his chosen vocabulary. We
have to stop seeing Gandhi from the alien
vocabulary of the  European
Enlightenment, which he had himself re-
jected and try to understand him through
his own chosen vaishnava vocabulary.

The writer taught philosophy at St

adopted from the Bhagavad Gita. According Stephen’s College, Delhi
LETTER TO THE EDITOR
VALLEY WOES
THIS REFERS TO the article, ‘View from LETTER OF THE
the Valley’ (IE, February 22). While W EEK AW ARD

politicians must start the process of di-
alogue, the Kashmiris must try and
come out of their victim syndrome.
Democratic freedoms and privileges are
atwo-way street and, in the final analy-
sis, even an imperfect democracy is bet-
ter than the rule of Kalashnikov.

H N Bhagwat, Chillum

THIS REFERS TO the article, ‘View from
the Valley’ (IE, February 22). One inci-
dent should not be enough to disown,
discredit and disrespect every Kashmiri.
But at the same time, no one should not
be allowed to celebrate attacks on the
Indian State and shout slogans in favour
of Pakistan.

RK Vijay, Jaipur

FRIEND OR FOE?

THIS REFERS TO the editorial, ‘No hy-
phenation’ (IE, February 22). The agree-
ments and MoUs signed by the Indian
government with Saudi Arabia can un-
doubtedly give a boost to India’s do-
mestic trade as well as FDI. But Crown
Prince Mohammed Bin Salman’s visit
to Pakistanis a question to be pondered
upon. Saudi Arabia, as one of the closest
allies of Pakistan, may extend a hand of
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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

betrayal in the guise of friendship. In or-
der to achieve compatibility between
Riyadh and Delhi, the agreements done
by Saudi Arabia with Pakistan and India
need to be cross-checked in a precise
manner.

Animesh Gupta, Ujjain
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ganja in N-E, bhang elsewhere
PREVALENCE OF CHARAS/GANJA USE (IN %)

ABOUT 2.8% of Indians aged 10-75(3.1
crore individuals) are users of any
cannabis product, according to
‘Magnitude of Substance Use in India,
2019, released by the Ministry of
Social Justice and Empowerment last
week. The report deals with cannabis
use in two forms: as bhang (available
legally in many states) or as ganja and
charas which are illegal under the
NDPS Act, 1985. More Indians use
bhang (2%) than charas/ganja (1.2%).

The prevalence of cannabis use is
higher than the national average in
states such Uttar Pradesh, Punjab,
Sikkim, Chhattisgarh and Delhi. In
general, the trend in most states is a
higher prevalence of bhang use than
that of ganja/charas use. On the other
hand, in some of the eastern and
Northeastern states (West Bengal,
Bihar, Sikkim, Mizoram, Nagaland,
Meghalaya), ganja/charas products are
used by a larger proportion of people
as compared to bhang users, the re-
port said.

Nationally, 0.66% need help with
their cannabis use, the survey found.
This segment includes 0.25% who are
dependent on cannabis and others
who use the substance in a way that

Sikkim _E 73
Nagaland [ — 4.7
Odisha ] 45
AP 1 22
NCTof Delhi I 38
Mizoram (B ) 3.2
HP e —— 32
UP | 32
Haryana ] 29
Manipur ] 2.8

Ministry of Social Justice and Empowerment, Government of India

is harmful.

more prevalent than ganja/charas use,
dependent use is lower for bhang
users(1in 16) than ganja/charas users
(1in 7). According to the report, this
is an indication that ganja/charas is
more likely to cause harm or lead to
addiction.

ered, the proportion of those who
need help is considerably higher than
the national average (0.66%) in states
such as Sikkim (2.9%) and Punjab.

TIP FOR READING LIST

PREVALENCE OF CANNABIS

USE (%), ALL FORMS

AllIndia

Allndia P 28

Allmales I 5.0

All females h 0.6

Children

(10-17yrs) = 09

Adults (>18 years) F 33
National Drug Dependence

Treatment Centre, AIIMS, New Delhi

Though bhang use was found to be

All forms of cannabis use consid-

Dors EviL ExisT?

IS A murderer, or a terrorist, or a rapist,
evil? Dr Julia Shaw, a psychologist with
University College London, questions
whether evil exists at all. In
Making Evil: The Science Behind
Humanity’s Dark Side, Shaw ar-
gues that all people have the ca-
pacity to commit murder and
other crimes, although not
everyone acts out such fan-
tasies. Using a mix of science,
popular culture, and real-life ex-
amples to break down these issues, Shaw
calls for a rethink on what it means to be
evil, and to stop defining human beings
by terms such as murderer, rapist, liar,
psychopath, paedophile.

Lot mam

She cites the trolley experiment — a

trolley is hurtling towards five people
who are tied to the track. You can use a

switch to change tracks, but one
person is tied to the other track.
Do you use the switch? “Dr Shaw
uses the experiment to propose
theidea thatall of us are probably
capable of murder given the
‘right’ circumstances but she also
goes on to use it to suggest we
should be more understanding of

¥

those who do kill,” the Scottish publica-
tion The National notes in its review. The
Guardian’s review lauds the book’s pref-
erence for “realistic harm reduction” over
wanton vilification of others.

DECISION
2019

THE QUESTIONS
THAT MATTER

SANDEEP ASHAR
MUMBAI, FEBRUARY 24

AHEAD OF the Lok Sabha elections,
Maharashtra’s two main alliances are in
place: the Congress-NCP on one side, the BJP-
Shiv Sena on the other. The focus is now on
the regional parties, each with its pockets of
support and crucial to the major alliances.

The parties, their clout

The parties include the Peasants and and
Workers Party (PWP), Republican Party of
India (Athawale), other Republican factions,
the Swabhimaani Paksha, Rashtriya Samaj
Paksha (RSPS), Bharip Bahujan Mahasangh,
Bahujan Vikas Aghadi (BVA),and the MINS —
as well as the BSP, the SP and the CPM, which
have a limited presence in Maharashtra.

Only one of them has an MP: farmer leader
Raju Shetti, whose Swabhimaan Paksha won
Hatkanangle as an NDA partner. With their
limited areas of influence, smaller parties are
usually seen as “vote cutters” against the rival
alliance in Lok Sabha elections. In 2014,
smaller parties collectively fielded 115 candi-
dates and more than 95% of them lost their
deposits. With Assembly polls too due this
year, these parties are using seat-sharing talks
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SIMPLY PUT

The Indus waters policy shift

Since the terrorist attack in Uri in 2016, India has worked to ensure it utilises its full claim under the Indus
Waters Treaty. Several stalled projects have been revived, and many have been put on the fast track

AMITABH SINHA
PUNE, FEBRUARY 24

WATER RESOURCES MINISTER Nitin Gadkari
recently tweeted that the government had
decided to stop India’s share of waters in the
Indus river system from flowing into
Pakistan. Coming amidst noisy calls for a
strong retaliation against the Pulwama terror
attack, Gadkari’s statement seemed to indi-
cate anew policy direction from the govern-
ment. That clearly was not the case, as the
government also clarified after some time.
The policy direction had, in fact, changed
more than two years earlier — in the wake of
another terrorist attack, on an Army camp in
Uri in September 2016.

After the Uri attack, Prime Minister Naren-
dra Modi had said that “blood and water”
could not flow together, and India had tem-
porarily suspended regular meetings of the
Indus Commissioners of the two countries.

A much bigger shift was signalled a few
weeks later, when India decided to exert
much greater control over the waters of the
Indus basin, while continuing to adhere to
the provisions of the 1960 Indus Waters
Treaty that governs the sharing of these wa-
ters with Pakistan. A high-level task force was
set up under the stewardship of the Principal
Secretary to the Prime Minister to ensure that
India makes full use of the waters itis entitled
to under the Treaty.

Rights to be utilised

India has not been utilising its full claims,
and letting much more water flow to Pakistan
than has been committed under the Treaty.

The Indus Waters Treaty gives India full
control over the waters of the three Eastern
rivers, Beas, Ravi and Sutlej — ‘Eastern’ be-
cause they flow east of the ‘Western’ rivers
— while letting the waters of the three
Western rivers of Indus, Jhelum and Chenab
flow “unrestricted” to Pakistan. India is al-
lowed to make some use of the waters of the
Western rivers as well, including for pur-
poses of navigation, power production and
irrigation, but it must do so in accordance
with the provisions of the Treaty.

Historically, India has never made full use
of its rights, neither on the Eastern nor on the
Westernrivers. On the Western rivers specif-
ically, there has been no pressing demand for
creation of new infrastructure on the Indus
rivers, either for hydroelectricity orirrigation.
With alarge proportion of farmers in Jammu
and Kashmir having moved to horticulture
from traditional crops, the demand for irriga-
tion has gone down over the years. After the
devastating floods of 2014, it was argued that
storage infrastructure could have been built
on these rivers as a flood-control measure.

As a result of India’s under-utilisation of
its share of waters, Pakistan has over the
years benefited more thanitis entitled to un-
der the Treaty. Pakistan’s dependence on the
waters of the Indus basin cannot be over-
stated. More than 95% of Pakistan’s irrigation
infrastructure is in the Indus basin — about 15
million hectares of land. It has now become
the world’s largest contiguous irrigation sys-
tem, comprising over 60,000 km of canals.
Three of Pakistan’s biggest dams, including
Mangla, which is one of the largest in the
world, is built on the Jhelum river. These
dams produce a substantial proportion of
Pakistan’s electricity.

Post Uri, India’s decision to change the
status quo and use more waters of the Indus

Power project on Kishanganga, a tributary of the Jhelum, in J&K. Neeraj Priyadarshi/Archive
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HOW THE WATERS FLOW

rivers was made with the calculation that it
would hurt the interests of Pakistan, which
has become used to the excess water and
built its infrastructure around it.

What moved after Uri
The high-level task force recommended

the revival of several projects that were ei-
ther suspended or had remained on paper
for several years. Many of these projects were
in Jammu and Kashmir; others were in
Punjab and Himachal Pradesh. Some of these
projects were put on fast-track mode, de-
clared national projects, and money was

How significant are smaller allies for the two major coalitions in Maharashtra?

Small or very small, they count for pockets of influence

Some of the smaller parties in Maharashtra have aligned themselves one way or the other, while others are keeping Congress-NCP
and BJP-Sena waiting. One of them has an MP, a few have Lok Sabha aspirations, most others are looking at Assembly poll deals.

with bigger parties as a platform. They do have
a presence in the Assembly (see table).

Signals and deals

While most of these parties are playing
the waiting game, PWP’s Jayant Patil shared
the stage with senior Congress-NCP leaders at
an election rally in Nanded recently. The PWP
wields clout in Raigad and Solapur’s Madha
belt, where the NCP is likely to respectively
field Sunil Tatkare and Sharad Pawar respec-
tively, so the PWP is not expected to contest.
In return, sources said, the PWP has been as-
sured a few Assembly seats.In 2014, the PWP
candidate in Raigad had polled more votes
than the narrow margin of Tatkare’s defeat.

CPM central committee member Dr
Ashok Dhawale said his party has discussed
seat-sharing with the Congress-NCP. “We've
told them we are eyeing 20 seats where we
had polled more than 10,000 votes last time,”
he said. For the LS poll, the Congress has of-
fered Palghar in Mumbai Metropolitan
Region (MMR) to the CPI(M).

The RPI(A) of Ramdas Athawale and the
RSPS have declared they will be part of the
NDA and are bargaining for Lok Sabha and
Assembly seats.

The Hitendra Thakur-led BVA, which con-
trols three of six assembly belts in Palghar, is

LOKSABHA POLLS, 2014 (48 SEATS)

PARTY CONTESTED | WON | FORFEITED | VOTE SHARE
RPI(A) 1 0 1 <0.01%
BBM 23 0 22 0.75%

MNS 10 0 10 1.10%

BVA 1 0 0 0.61%

RSPS 5 0 4 0.20%
SwabhimaaniPaksha 2 1 0 2.29%

PWP 3 0 2 1.03%

being wooed by both alliances. Thakuris yet
to commit himself to any tie-up.

The big among the small...

The Congressis also wooing farmer leader
Shetti’s Swabhimaani Paksha. He has snapped
ties with the NDA, remains a strong contender
in his seat, and is popular among farmers, es-
pecially in the sugar belts. While the NCP has
agreed to not field a candidate against him,
Shetti has been demanding a couple more
seats, Buldhana and Wardha, which Congress-
NCP leaders are unwilling to concede. They
are said to have offered Shetti another Lok
Sabha seat.

Missing a strong Dalit leader, Congress-
NCP leaders have also been pursuing
Bhimrao Ambedkar’s grandson and BBM
leader Prakash Ambedkar, who holds some
sway in Vidarbha's Amravati and Akola, but
talks have hit a deadlock.

... And the others

The BSP could pose a headache for the
Congress-NCPin Vidarbha. It has already an-
nounced its intention to contest solo.
“Basically the Congress and the BJP are two
sides of the same coin. We do not wish to
align with either combination. We’ll contest
all 48 seats on our own,” said BSP’s

ASSEMBLY WINNERS, 2014 (288 SEATS)
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Maharashtra president Suresh Sakhare.
While it won nothing in 2014, BSP had the
highest vote share (2.63%) among all the
smaller parties in the state.

Even with the SP, the Congress’s seat-
sharing talks have hita deadlock. “All we had
asked for is one Lok Sabha seat, which they
are unwilling to give. In Uttar Pradesh, we
agreed not to field candidates in two of their
seats. They can’t win even one. Although we
donotwisha splitin secular votes, Congress
is not being accomodative,” said SP leader
Abu Azmi. Unlike leaders of other parties,
Azmi denied having discussed arrangements
for the Assembly elections during the seat-

sanctioned to resume works.

One that moved quickly was the 800MW
Bursar hydroelectric project on the
Marusudar river, one of the tributaries of the
Chenab, in Kishtwar district of Jammu and
Kashmir. Under direct monitoring of the
Prime Minister’s Office, a revised detailed
project report was finalised, prompt envi-
ronmental clearance was granted, and an at-
tractive rehabilitation package for affected
families was disbursed. Recently, work has
also been started. Bursar will be India’s first
project on the Western rivers to have stor-
age infrastructure.

The same happened with the Shahpur-
Kandi project in Gurdaspur district of Punjab,
work on which was stalled for several years
because of a dispute between the govern-
ments of Punjab and Jammu and Kashmir. In
March 2017, the Centre summoned the rep-
resentatives of the two states, brokered a so-
lution, and directed that work be resumed.

A much bigger project, the 1,856-MW
Sawalkot project on the Chenab in Jammu
and Kashmir, was also given the final go-
ahead in 2017, and work is expected to start
soon. Similar is the case of the Ujh project in
Jammu and Kashmir.

Officials say more than 30 projects are
under various stages of implementation on
the Western rivers, having got the final ap-
provals. Many of these were started after the
change in policy in 2016. Many of them have
been accorded the status of national proj-
ects. Another eight projects are said to be in
the planning stage.

Pakistan’s claims

Even before India’s shift in policy,
Pakistan had often complained that it was
being denied its due share of waters, and that
India had violated the provisions of the Indus
Wiaters Treaty in the manner it had designed
and implemented many of its projects on the
Indus rivers. In the last few years, several
Pakistani academics have argued that the
Treaty has failed to protect the interests of
Pakistan, and that India has managed to ma-
nipulate the provisions in its favour.

The result has been an increasing num-
ber of objections being raised by Pakistan on
the projects that are coming up in India. The
two countries have permanent Indus Water
Commissions that meet regularly not just to
share information and data, but also to re-
solve disputes. Until a few years ago, most of
these disputes would be resolved through
this bilateral mechanism. The dispute over
the Baglihar dam was the first one that
Pakistan referred to the World Bank, which
had brokered the Indus Waters Treaty.

Baglihar, which was adjudicated upon by
a neutral expert, did not go Pakistan’s way. In
the case of the Kishanganga project, where
the matter was referred to a Court of
Arbitration, a higher level of conflict resolu-
tion under the Treaty, Pakistan managed to
get a partially favourable decision. Some dis-
putes over the Kishanganga have remained
unresolved and are currently being addressed.

Inrecent years, Pakistan has raised objec-
tions on many other projects, including the
Ratle project, the Pakal Dul dam, and
Sawalkot. Officials say the main objective of
Pakistan seems to be to delay these projects,
thereby forcing a cost escalation and mak-
ing them economically unviable.

Last month, the Indus Commissioner of
Pakistan was in India to visit some of these
projects, as can be done once in five years in
accordance with the provisions of the Treaty.

sharing negotiations for the Lok Sabha polls.

Meanwhile, MNS

Raj Thackeray’s IMINS faces an existential
crisis. Ithas adopted a hard line against the NDA
central government in recent times and ap-
pears keen to join the Opposition alliance, but
the Congress s clearly not too keen to take him
on board. State Congress president Ashok
Chavan has said that “any political understand-
ing” with the MNS is not in the Congress’s
“broader interest”. The NCP, on the other hand,
is open to the idea and leaders have been urg-
ing the Congress to reconsider, given that the
MNS can wean away some of the Shiv Sena’s
traditional Marathi vote bank in urban belts,
whichisdisillusioned with the Shiv Senalead-
ership for announcing a tie-up with the BJP.In
fact, to get the MNS on board, the NCP has of-
fered to surrender one seat (Kalyan) from its
own quota. Negotiations are on between the
NCP’s Ajit Pawar and Raj Thackeray about 40
Assembly seats — mainly in Mumbai, Thane,
Pune, and Nashik — a senior MNS leader said.

NEXT

#2 What can smaller
parties bring to NDA

and RJD-Congress in Bihar?




Business Standard

Volume XXIIl Number 138
MUMBAI | MONDAY, 25 FEBRUARY 2019

Missing the big picture

Draft e-commerce policy goes overboard on data protection

he new draft e-commerce policy, issued on Saturday, is focused more
on privacy of data and promoting Indian businesses than on enabling
the growth of an industry that has caught the imagination of an entire
generation and more. But the over-emphasis on India’s right to own
Indian data and restricting its free flow may take away from the primary objec-
tive of having a vision statement for e-commerce. Pegged at around $40 billion,
e-commerce, excluding travel and tourism, is projected to grow to $200 billion by
2026 in the country. With e-commerce holding a single-digit market share in the
$860-billion retail pie, the room for growth is significant. The government, there-
fore, should fully engage with the stakeholders to understand the needs and chal-
lenges of the e-commerce sector rather than finalising a policy document based
on limited goals in a hurry. There’s no doubt that protection and privacy of data
are important areas for policymakers. But, as pointed out in the draft, a com-
prehensive framework — Data Protection Bill — is already underway.

Besides data, which is often referred to as the new oil, the draft looks at infra-
structure development, e-commerce marketplaces, regulatory issues, stimulat-
ing domestic digital economy and export promotion through e-commerce. Since
e-commerce foreign investment norms were updated recently, triggering struc-
tural changes in online retail firms, this draft policy has reiterated some of the
points especially related to a level-playing field between global and Indian com-
panies. The government has the responsibility to ensure that India’s development
aspirations are met, while preventing market failures and distortions, it states.
Mentioning that just a handful of companies have managed to dominate the dig-
ital economy, the e-commerce draft policy makes a case for giving indigenous
offers such as Aadhaar and BHIM their due. The draft is sprinkled with references
to Make in India and Digital India — signature schemes of this government.

While the intentions of job creation, data protection and helping Indian busi-
nesses grow are not at fault, the government must recognise the need for an over-
arching policy to guide the retail universe, including physical and online com-
merce, single brand and multi brand, B2C and B2B, Indian and foreign
businesses. Isolation of e-commerce as a data-centric digital business is like miss-
ing the big picture. The draft, which has been in the making for long, has come
up just ahead of the Lok Sabha elections, putting a question mark on whether
apolicy can be framed in time.

Admitting that there’s no legal framework for the government to restrict
cross-border flows of data, the draft argues without having a huge trove of data
generated within India, the possibility of domestic businesses creating high-val-
ue digital products would be almost nil. It’s also driving home the point that it’s
vital to retain control of data to ensure job creation. And, just like oil cannot flow
freely, data should be monetised for the benefit of India and its citizens. Making
India office and local representatives mandatory, the new rulebook would make
it tough for several international companies including those from China to con-
tinue with their e-commerce business in the country. The gifting route that
many Chinese companies have adopted will be stopped. The policy may also end
up penalising big service providers like Facebook and Google, making them less
inclined to launch new products in India. Besides, some of the suggestions to con-
trol trans-national data flows may look good on paper, but are impractical.

The FDI problem

Indian economy appears to be less attractive to foreign investors

he Indian economy appears to be losing attractiveness to foreign

investors. This is the most reasonable conclusion from figures released

recently by the Department for Promotion of Industry and Internal

Trade (DPITT). The figures show that, between April and December
0f 2018, foreign direct investment (FDI) in India fell to $33.5 billion, as compared
to nearly $36 billion over the equivalent quarters of 2017. These figures have been
released with a long and mysterious delay, in spite of the fact that the Reserve
Bank of India (RBI) has regularly been passing along the required data to the DPI-
IT. It is unclear why the figures are being rationed in this manner.

That these figures consist of a reality check for the government cannot be
denied. The initial years of the National Democratic Alliance government
were good for FDI, reflecting enthusiasm for the economy’s prospects after some
years of policy paralysis under its predecessor. The government took credit for
that momentum. If that trend has reversed, it must own up to an equivalent
responsibility. The RBI figures suggest that inward FDI grew by just 3 per cent
in 2017-18 as compared to 25 per cent in 2014-15, the financial year during
which this government took office. Other, unofficial indicators also back up the
theory of a presumed loss of confidence in the Indian economy. India fell
three places in the latest 2018 AT Kearney FDI Confidence Index, dropping out
of the top 10 destinations for the first time since 2015.

What could explain this slowdown? It is true that global FDI in 2018 fell by
19 per cent, according to the United Nations Conference on Trade and
Development (UNCTAD), some of it driven by the repatriation of earnings by
multinational companies registered in the United States. But India’s peer
countries were not doing so poorly. Southeast Asia, for example, saw an increase
in FDI inflows of 11 per cent, to $145 billion — three times what all of South Asia
put together received. So a more India-specific explanation than an overall
decline in FDI will be required. The government has some explaining to do. For
most observers, in the absence of an explanation from the authorities, the impli-
cation will be that concerns about sovereign risk in India have not gone down.
The first draft of the e-commerce policy, which singled out e-commerce oper-
ators with foreign investment for harsh regulation that would hurt both
investors and consumers, is an example of policy-driven sovereign risk that dis-
incentivises FDI flows. Many big investments have already been made in e-com-
merce in India, and now the government has changed the rules of the game —
exactly the sort of behaviour that investors rightly deplore. The second draft
released on Saturday didn’t move the needle much on this aspect. It is also like-
ly that, notwithstanding the government talking about increases in India’s posi-
tion on the World Bank’s Ease of Doing Business index, too little has changed
on the ground in terms of investor-friendliness. It is up to the next government
to not squander any goodwill from the investment community, So as to ensure
that FDI flows are high and sustained.

ILLUSTRATION BY AJAY MOHANTY

Thejoy of exit

Why are downturns in India so long? One factor is the slow exit of firms

n his column in Business Standard on Saturday,
T N Ninan showed the gloomy environment of
private businessmen facing difficulties. There
are major difficulties in the
Indian arrangements of the relation
between the state and the market.
But there is a silver lining: The exit of
the weak boosts the profits of the
survivors through higher output
prices and lower input prices. This
process of exit is accelerated by the
bankruptcy reform. Greater leverage
fosters less sentimental decisions.
When exit is swift, business cycle
downturns are shorter.
The heart of a business cycle

enues and profits. In most cases, the can was kicked
forward by borrowing from Peter to pay Paul. This
was supported by banks who were also keen to hide
the bad news.

The bad news has increasingly
crept out. The Insolvency and
Bankruptcy Code (IBC) has helped.
| Banking regulation has improved a
\i little. At first, debt growth shifted
) from banks to mutual funds and non-
banking financial companies
(NBEFECs). After the IL&FS default in

. August 2018, that process is now tak-
A‘ / ing place in a more cautious way,

SNAKES & LADDERS

which is making debt rollover harder.
We economists have some good

downturn is private sector optimism
and investment. Why has optimism AJAY SHAH
declined in India? Every infrastruc-
ture company has stories about a government that
does not pay on time, and a government system that
does not flinch when violating contracts. Similarly,
instability or perversity of regulation, taxation and
agencies have hampered many a business. The
daunting government interface, along with the lack
of the rule of law, has fed into the lack of animal spir-
its and investment. Conversely, investment booms
are born of reform teams that solve these problems.
Alongside this are the competitive battles within
each relevant market, where creative destruction plays
out and the death of firms reshapes the profitability of
the survivors. We focus on that process here.
Business cycle conditions turned in 2011-12.
About 40 per cent of the Indian corporate balance
sheet had a lot of debt, coupled with sluggish rev-

cheer to offer to every worried private
practitioner: The very destruction of
some private businesses, which we
see around us, will help the survivors. We have an
optimistic phrase, “creative destruction”, for the
death of firms.

The long Japanese stagnation led to the invention
of a phrase “zombie firm”. A zombie firm is a firm that
ought to be dead, but is selling in the market through
artificial life support. The presence of these firms
harms the health and investment of the firms that
they compete with.

The presence of one Air India, and the relatively
modest injection of taxpayer money into Air India
every year, impacts the health of the entire airline
industry. When we prop up zombie firms, there isan
amplification in translating modest fiscal expendi-
tures into industry-wide impact.

Conversely, the exit of (say) Reliance
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Communications reduces competition in telecom,
and gives a slight uptick in the profitability of the sur-
vivors. This process is playing out in every industry.
The survivors breathe easier when a rival collapses.

The favourable impacts run deeper. If an Air
India exits the industry, it frees up resources for
the survivors. The price of pilots will be reduced
when Air India’s pilots seek jobs with private air-
lines. When Air India exits, it will free up credit
lines and industry exposure limits, which will then
be used by other airlines.

When Air India’s real estate holdings all over the
country are sold, the price of real estate is reduced for
everyone. But to the extent that many of these loca-
tions suit the requirements of airlines, surviving air-
lines will get a bigger favourable impact. The sale of
spectrum by Reliance Communications reduces
input prices for all survivors.

The survivors thus benefit from exit on the prod-
uct market (with slightly higher product prices) and
on factor markets (with slightly lower prices for fac-
tors of production). Reduced prices of land, labour
and capital are a key part of the process, through
which profitability is re-established after a business
cycle downturn.

By this reasoning, when exit takes place quickly,
it is better for the economy. When zombies linger
long after their lack of viability is established, the
harm that they cause the economy is increased. It is
better to make a clean break and move on. This is the
logic of the bankruptcy code, and this is why we
should have no policy bias in favour of liquidation
versus resolution in the bankruptcy process.

In the Indian story of recent decades, we had an
investment boom in the early 1990s, and then we
had along downturn from 1998 till 2002. We then got
good times from 2003 till 2011 and a long downturn
from 2011 onwards. There are long painful periods:
From 1998 till 2002 and then from 2011 onwards.
Why are downturns in India so long?

One factor is the slow exit of firms. Banking regu-
lation and the government apparatus have tradi-
tionally worked together to favour zombie-fication.
We have begun changing course with the IBC. By
building modern banking regulation, and by building
the bankruptcy process well, we will create a world of
rapid exit of low-productivity firms. This will give
shorter downturns. As I read T N Ninan’s column, I
thought how nice this was for the rivals of the firms
who have collapsed.

We often revile firms that have borrowed a lot as
greedy or over-optimistic. But from the viewpoint of
the economy, it is a bit better to have leveraged firms.

Consider a low-productivity firm with all equity
financing versus the same firm with a lot of debt.
There is a danger that shareholders are sentimental,
or illegally skimming cash, and thus keen to hang on
to a company that produces poor returns on capital.
Borrowing, the pressure to repay, and the bankrupt-
cy process help close the door upon such sentimen-
talism. A leveraged strategy ups the ante, and forces
the firm to perform or exit. An economy is more
dynamic if there is more debt.

Thewriteris a professor at National Institute of Public Finance
and Policy, New Delhi

Middle-class environmentalism is over

countries like India could afford to take the

beaten path to economic growth and sus-
tainability or we would have to reinvent. I also said
that there was little appetite to do growth different-
ly, but it has to be.

Take the agrarian crisis, which is on our head
today. For once the face of the farmer is in the news.
Itis clear that whatever governments
— past and current — have done is
not working. Indian farmers are
caught in a pincer — on the one
hand, the food they grow is costing
more to produce because of the high-
er costs of inputs, including resource
depletion like water or soil, and also
because of greater risks because of
variable and extreme weather. On
the other hand, governments want
cheaper food to keep down inflation
and also because they need to pro-

! few fortnights ago I asked the question if

DOVUN TO EARTH

business that will provide employment, then what
will? The formal economy that we want to adopt so
desperately is good for everything but employment.
We know that.

What we must also recognise is the urban face of
this farm crisis. Today if land, water or forests have
no livelihood future, then people have no alternative
but to migrate. This migration will bring them to
cities, where the crisis of services
and pollution will grow. The fact is
that today’s urban growth is not in
the “legal” areas — where housing
and commercial establishments are
in the light of governance. What is
clear is that cities are imploding in
illegal areas, where business and
housing are all without official sanc-
tion — or at least on the books. The
irony is that as much as the govern-
ment works to formalise the Indian
economy, conditions force people

cure vast quantities to supply under
the public distribution system. They SUNITA NARAIN
need costs in control. There is little

investment in the infrastructure to provide market-
ing support or benefits to producers. In all this, the
risk to the business of farming has grown because of
climate change and variable weather.

There is also the strong belief — coming from
the well-established economic lexicon — that farm-
ing is now under-productive or unproductive and
that it needs to be pushed back. There are too many
Indians involved in this unproductive business, it is
said. It cannot be made to work.

But this is where there are no answers. If farming
— the business of growing food — will not be the

intoillegal and informal businesses.

The same happens with the pro-
tection of the environment. In our
case we cannot export our environmental cost to
another country. But we do export it out of the for-
mal business, working in the formal industrial area,
to unauthorised and out-of-bounds residential
areas. Now business pollutes but it is out of the
ambit of regulators. It gets dark. The cost of regula-
tion is what makes governance expensive.
Unaffordable for a country like India. So, pollution
grows. Bad health grows.

But what is also clear is that the backyard of the
poor is enjoined to the front-yard of the rich in a
country like India. If business turns illegal, then reg-

ulation of its emissions becomes a greater challenge,
this then means that the airshed is polluted. It affects
the rich and the poor. It is the same with sewage
and industrial effluent — the illegal discharge of the
poor, when mixed with the treated effluents of the
rich, still Kills rivers. The pollution of our waterbod-
ies adds to the contamination challenge and health
burden. It is the same with garbage — the “illegal”
settlements with virtually no services will burn their
waste, adding to toxins in the same air.

This is why the model of globalisation, which
shifted emissions but did not reduce consumption,
will not work for us. We can move the pollution to our
backyard, where the poor live; we can even discount
the costs of environment and labour, but we will
face the brunt of this. Nobody else. There is no escap-
ing this fact. Today, as the Chinese close their door
to plastic and other wastes of the western world,
they are learning the pain of their disposal. There are
more and more protests, in poorer regions of the
US, for instance, where waste incinerators are being
set up. People do not want emissions in their back-
yard. Who would? This, then, is the challenge.

It is for this reason I keep saying that middle-
class environmentalism will not work in India — for
us sustainability is about inclusive and affordable
growth. But maybe, just maybe, it is time the age of
middle-class environmentalism, which advocated
technocratic solutions and pushed the problem to
another region or another day, died. There is no oth-
er planet that can take our waste. It is time we under-
stood this.

Thewriteris at the Centre for Science and Environment
sunita@cseindia.org
Twitter: @sunitanar

Mistakes thatled to Trump
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JASON ZENGERLE

ou can say this for the presidency

Y of Donald J Trump: It has famil-
iarised Americans with a number

of heretofore obscure facets of their
country’s governmental system. The
emoluments clause, the 25th
Amendment, the Foreign Intelligence
Surveillance Court — once upon a time,
discussions of the dangers of a presi-
dent taking money from a foreign state
or the prospect of his cabinet removing
him from office were the stuff of fic-
tion; the ins and outs of how to get a
wiretap on an American citizen were
confined to law review articles. Today,
they’re the subject of front-page news-
paper articles and cable news updates.
But there’s even more arcana we
need to learn in order to understand

this moment. Enter the veteran liberal
political writer Michael Tomasky and
“If We Can Keep It,” his sweeping, rol-
licking, sometimes breezy political and
cultural back story to our current
moment, one that demands we become
informed, among other things, about
the Connecticut Compromise, the
career of Martin Van Buren and the
Supreme Court decision in the
Marquette National Bank case. Add it all
up and Tomasky hopes to answer a fun-
damental question: how “our system
became so broken” as to elect someone
like Trump.

Tomasky begins at the 1787
Constitutional Convention. (His book’s
title comes from the perhaps apoc-
ryphal answer Benjamin Franklin gave
to a question about what kind of gov-
ernment he and his fellow delegates had
created: “A republic, if you can keep it.”)
He contends that the founders, with the
Connecticut Compromise, designed a
fatally flawed system for our federal leg-
islature. By mandating that the Senate
be made up of two representatives from
each state, they gave outsize influence

to sparsely populated states. As for the
House of Representatives, a blasé atti-
tude about maintaining districts of
equal size led to inequality, with rural
areas of 10,000 constituents having the
same representation as urban ones with
50,000 constituents. This situation only
changed with a 1964 Supreme Court
decision mandating “one person, one
vote.” “The founders were visionaries,”
Tomasky writes. “But they were human.
They made some mistakes.”

Van Buren is similarly flawed in
TomasKky’s telling. Today, if he is remem-
bered at all, it is as a little-known former
president. But Tomasky argues that Van
Buren’s more important role was as the
mastermind of Andrew Jackson’s 1828
presidential campaign. Unlike the
founders, who disdained political par-
ties, Van Buren was a firm believer in
them. In laying the groundwork for
Jackson’s ascendance, he travelled the
country trying to revive the two-party
system, which had ended with the
demise of the Federalists in 1816. He suc-
ceeded and Jackson’s election gave birth
to today’s Democratic Party. Van Buren,

Tomasky writes, “is the father of the
modern political party, and therefore in
some sense the man we might call the
godfather of polarisation.”

Marquette National Bank of
Minneapolis v. First of Omaha Service
Corp (1978) was “a pulverisingly dull
case,” which ruled that banks should
abide by the usury laws of the state in
which they were chartered, not where
their customers lived. By making this
change, the court drove banks to move
to states with the lowest, or even no,
interest rate regulations, leading to an
explosion in the credit card business
and, as a result, an explosion in con-
sumer debt. Where Americans had once
cherished “thrift, discipline, doing with-
out,” Tomasky writes, “in the late 1970s
and early 1980s, Americans started to
become a different people than they
had been.” He adds: “Our consumer
selves have overwhelmed our citizen
selves.”

Tomasky excavates these and other
bits of largely forgotten history in the
service of making two main points
about our current predicament. The
first is that American politics have
always been polarised but that the
polarisation of today is qualitatively dif-
ferent — and more debilitating — than

the norm. For much of the nation’s his-
tory, Tomasky argues, there was a sig-
nificant amount of “intraparty polari-
sation” with the divisions among
Democrats and Republicans “over slav-
ery, Reconstruction, civil service, gold
and populism” often being deeper than
those between parties. Today, by con-
trast, Democrats and Republicans are
more “ideologically coherent” and we
have such extreme “party tribalism”
that “the members of Team A think it’s
an existential crisis if Team B wins.”
“The Democrats of the 1800s were argu-
ing about whether slavery should exist,”
he notes. “Hillary and Bernie, for all the
sturm und drang, were arguing about
whether the minimum wage should be
$12 or $15, and whether college should
be affordable or free.”

His second point is that will is “the
most overrated commodity in politics.”
“It’s useless to hope that politicians can
just go back to getting along the way
they once did,” Tomasky writes. “They
didn’t get along better in the old days
because they were nicer people, or
because they had the will to do so. They
got along better because a particular set
of historical forces and circumstances
produced a degree of social cohesion
that called on them to cooperate more.

Today, a totally different set of histori-
cal forces and circumstances exist.”

Tomasky proposes a raft of reforms to
get us out of the polarised mess we find
ourselves in. Some, like ending partisan
gerrymandering and getting rid of the
Senate filibuster, are familiar. Others,
like reviving “moderate Republicanism,”
are probably futile. But some of his pro-
posals — including starting “foreign”
exchange programs within the United
States so students from rural areas spend
asemester at a high school in a city, and
vice versa — are both realistic and novel.

Indeed, the most helpful — if sober-
ing — point Tomasky makes is that
while our current troubles created the
conditions that brought us a President
Trump, those troubles would exist no
matter who was in the White House.
And it will take much more than a new
occupant to fix them.

©2019 The New York Times News Service
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RBL SEBI should have
kept closer watch

Hungry for market share, lenders have failed to cover their risks
adequately while promoters have bent the rules

NE NEEDS TO respect the professional judgment of mutual fund man-

agerswhen it comestoanystand-stillagreements theymayenterintowith

borrowers.Afterall,if the NAV of a scheme falls because the fund manager

didn’tsell the sharesin time,and the price tanks, the reputation of the fund
willbeat stake. However, that RBI is frowning on suchanarrangement is not surprising.
The regulator’s concerns revolve around the chances of such unhealthy practices trig-
geringaliquidity crisisin the financial markets.One defaultisenough to shatterinvestor
confidence and trigger redemptions from MFs.That would compel MFs to sell equities
or bonds at sub-optimal prices or to recall loans to borrowers. And we have not even
begun to dwell on the exposures toreal estate. RBIisworried because,according to Prime
Database, banks account for a not-so-low 15% of pledged shares transactions while
NBFCs account foran uncomfortably high 40%.

Even otherwise,bynot selling the pledged sharesin the market, the price of the stock
isbeingartificiallyheld upasisthe NAV of the scheme.Itis surprising that Franklin Tem-
pletonagreed todothisin the case of some ADAG Group sharesbecauseit is misleading
to investors; any kind of evergreening is. Already, most bonds are not valued correctly
because thebond marketsare soilliquid; while the outstanding value of corporatebonds
was %29.5 lakh crore, trading volumes in December were close to ¥41,500 crore.The
unrealisticvaluation means there isno commensurateincrease ordecreaseinyields on
certain classes of paper.

While pledging shares is, in itself, not harmful, the disclosures have been very inad-
equatewith promoters camouflaging the true quantum of shares pledged.So,while the
official data may show that the share of pledged promoter holdings—within the BSE
500—wasjust 6.7%in the December quarterand similarto thatin the Septemberquar-
ter, the truth may be quite different. The Securities and Exchange Board of India (SEBI),
which regulates mutual funds,needs tofigure out howto ensure promotersdisclose the
truevalue of the shares pledged.Also, SEBImust insist on abig-enough cushionin terms
of theloan-to-valueratio of atleast 1:5 orbetter.

While bankers and fund managers must
take their own investment decisions, it is also
true credit rating agencies are simplynot able
to give lenders a good enough assessment of
the state of a company’s finances. More criti-
cally, they’ve been very late to spot any turn

Mix of developer loan in total
NBFC/HFC credit has inched up
from 6.2% in FY15 to 10.7% in FY18

NBFC/HFC developer finance book (Z trn)
=== As 3 % of overall NBFC/HFC credit (RHS)

taken fortheworse,aswasthe casewithIL&FS = 2.5- 19
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been done.Itis possible the lenders, too,don’t ~ ; ;. 7
always want a realistic rating; in the caseof |, ¢ | g
banks, for instance, they would need to raise 0. 0 —g

the riskweights and set aside additional capi-
tal which would push up their costs. So there
is,at times,a cozyrelationship between lenders
orinvestors and rating agencies.And this per-
ception that ratings can be tweaked could
cause aloss of trust which will hurt all lenders
and mutual funds until ratings agencies show
ustheycanbealot more capable.

Inmanyways, thisis the price thatan econ-
omy pays for growth. Banks, NBFCs, mutual
funds, and insurers are all hungry for market
share and, in the process, tend to bend the = 3-01
rules. The markets must evolve and disinter- = 2.0
mediation in the financial markets isneeded = 1.0-
but the NBFCsector has grownwaytoo fast for
itsown goodand thisdisproportionate gainin
asset share—especially in real estate—threat-
ens to upset the ecosystem. As Jefferies has
pointed out, while core developer loans—relatively more risky—have grown at 18%
between 2014-15 and 2017-18, the portfolio for non-banks grewat a high 46% while
forbanksitincreasedjust4%.Asashare of total credit of NBFCs and HFCs,the mix of total
developerloansincreased from 6.2%in 2014-15t0 10.7%in 2017-18.Builders today
are sitting on large inventories and little cash.

The fact is,India’s bond markets aren’t deep enough to absorb a big liquidity shock.
Andwith the stock markets having performed so poorlyformore thanayearnow—80%
of all stocks with a market cap of 1,000 crore or more in January 2018 are now in the
red—even HNIs who may otherwise have invested in stocks or bonds will think twice.
Should there be a crisis in the market due to this, the sad fact is that the regulating sys-
tem—RBI and SEBI—has been caught napping once again. SEBI hasn’t monitored
whetheradequate disclosureswere made about loans-against-dues—and theirimpact—
and while RBI has flagged risks in the past, it raised risk weights on loans to NBFCs to
150% only on Friday.

Fornowitwouldbe prudent tolet the market correctand let some NBFCs or Mfs{ail;
only then will there be some correction. This will lead to many M&A opportunities—we
havealreadystarted seeing these—and the stronger playerswill be able to pick up assets
atattractive prices.A purging of the system can’t hurt; in fact, it will make it stronger.

FY14 FY15 FY16 FY17 FY18

Mix of developer loan in total
system credit has inched up from
3.9% in FY15 to 5.0% in FY18

B Developer Finance Book (2 trn)
s As a % of overall system credit (RHS)

7.0 - 5.5
6.0 1
5.01
4.0

3.0
FY14 FY15 FY16 FY17 FY18

Source: Jefferies estimate, company data, RBI

TwinBenefits?

Chinese gene-editing experiment resulting in live babies may
have had unintended—and unpredictable—consequences

HINESE RESEARCHER HE Jiankui’s gene-editing experiment with the
Chinese twins—Nanaand Lulu—that earned him much censure,and pos-
sibly even disciplinary action by the Chinese government, may have had
unintended consequences. Jiankui used CRISPR, a gene-editing tool, to
eliminate the chances of the pair of twins contracting HIVfrom theirbiological father,
an HIV-positiveindividual by deletingthe CCR5 gene from the girls’genome.The dele-
tion, existing research shows, has significant influence on improving cognitive abili-
ties in mice experiments. Scientists also postulate that the deletion can be linked to
faster recovery from brain stroke among humans and greater success in school.
However, it is not as rosy as it may sound at the first instance. A neurobiologist
quoted inan article in The MIT Technology Review believes that the simplest interpre-
tation from the mice experiments can be that the mutation will impact the cognitive
abilities in humans—and, crucially, it is difficult to say what the exact impact will be.
This means,while there are chances that the twins could be blessed with superior IQ,
it may be that the mutation could end up harming their intellect or other cognition-
related functions. Given how, exceptional cognitive abilities in certain areas correlate
strongly with impaired social skills, it could turn out to be far lesser than a blessing
eventually.And,even if there are no noticeable ‘problems’, and the twins are endowed
with superior intellect in the bargain, conducting experiments that produce live,
mutated subjects,without having fullyunderstood the consequences, is entirely uneth-
ical.Itisalsolikelythat,if the twinsturn out tobeintellectually gifted,alongwith being
invulnerable to HIV, a race for designer babies may ensue. The world needs to accept
that, fornow, editing genesin embryoswith theintention of seeing these through ges-
tation to produce alive human being is a fraught proposition.

HE RECENT GDP revisions

for 2016-17 and 2017-18

would have surprised even

anardent supporter/admirer

of the Central Statistical
Office (CSO). Unwittingly though, it has
madethelives of doubterslike thisauthor
a lot easier! For, those who repeatedly
pointed to the dissonance between these
GDP estimates and other lead indicators
can now assert with reasonable certainty
that the Indian economy has two parallel
narratives: One that paints a fairly rosy
picture  based upon  official
statistics,describing the country as the
“fastest growing large economy in the
world”,and another,quite the opposite,of
one bogged down by subdued economic
activitythathasfailed toignite theanimal
spirit of investment.

Until the revised GDP estimates
came out on January 31, the general
perception was of an economy driven
largely by consumption. But, suddenly,
the storyline changed. Investment, it
seemed, was actually upward bound
and has been so since 2013-14. Gross
fixed capital formation (GFCF) grew
stronglyat 8.3%and 9.3%inFY17and
FY18 respectively, and is projected to
accelerateat 12.2% in FY19.Butif you
look for supporting evidence, there is
hardly anything convincing!

Many point to the recent credit pick-
up that supports official data. But if we
lookat sector-wise details, it is stilla con-
sumption-side growth story. Credit
growth toindustryremainsveryweak.In
fact, real or inflation-adjusted credit to
industry contracted an average -1.7%
each month in April-December 2018.
This turned positive onlyin thelast quar-
ter; then, too,a 2.3% (y-o-y) growth in
December 2018 was lower than seen
fouryearsago(2.9% in December2014).
Although one can draw comfort fromthe
fact that thisis half theaverage monthly
decline observed during the previous
year (April 2017-March 2018),in which
credit to all industries shrank -3.6% in
real terms,in 2016-17,the fallwas even
steeper,averaging -6.1% each month.

Another piece of evidence depicts an
even bleaker picture. CMIE’s project-
tracking database shows new project
announcements at their lowest level
sincemid-2004; stalled projectsreached
anearrecord.Suchannouncementshave
steadily trended downhill from a
December 2014 peak; in annual and
sequential terms, these were 48% lower
inthe December 2018 quarter.

What is striking is the remarkable

HIDDEN UNCERTAINTIES

THE NARRATIVE OF ROMANTIC GDP ESTIMATES HAS SUBMERGED THE DOUBTS ABOUT THE
STRONG ECONOMY THAT LURK BENEATH, FAILED TO BOOST ANIMAL SPIRITS

Private investment slumbers
as uncertainties fester

KOHLI

New Delhi-based macroeconomist ‘]q / /‘_,..-';-"
"r. _.:.-"-..

parallel with the downward trend in
new project announcements and accu-
mulating stalled projects, captured in
the same data not long back. Recall the
2011-2013 period, when GDP growth
slowed sharply, underpinned by a pre-
cipitous fall in private investment that
was driven by uncertainties attributed
to policy paralysis. That period was
defined by poor governance, strict envi-
ronmental regulations, difficult land
acquisition,and retrospective taxation,
all of which dented business confi-
dence. In fact, applying the Bloom-
Baker-Davis policy uncertainty index,
the IMF argued that heightened policy
uncertainty had a particularly pro-
nounced link with the decline in new
investments and increasing share of
postponed or cancelled investments.

The new government that came in
May 2014 appeared to have addressed
many of these issues, achieved macro-
economicstabilityand introduced some
key structural reforms to foster growth.
Andyet,theanimal spirit thaturgesbusi-
nessmentoacthasnotsprungalive.This
is not only worrisome but also raises
some concerns.Forexample,if theworld
economy slips into another round of
recession, the Indian economy runs the
risk of getting trapped into a prolonged
investment drought! Itis seven-to-eight
years now that investment has not
returned to life.

During UPA-II, businessmen were
forthright in attributing this to the
widespread governance deficitand cor-
ruption,butinthe current NDAregime,

All industries: Real credit growth
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hardly anyone has spoken! On the face
of it, this silence is interpreted as all is
well’ But thelack of interest in pushing
investment points to something under-
neathisholding themback.That some-
thing is possibly ‘hidden uncertain-
ties’—related to sudden disruptions to
an existing business ecosystem,damp-
ening risk appetite and making busi-
nesses unsure if they have the right
platform to seek redressal!

We point out several such ‘hidden
uncertainties’ subduing this animal
spirit. In the first round, uncertainties
arose from demonetisation and a
poorly-implemented GST. Both upset
the established viability and future
prospects of many existing businesses,
besides behavioural effects related to
cash transactions, disclosures, and all
such.In the next round, policy zig-zags
and a lack of action in some spheres
have aggravated and/or induced fur-
theruncertainties. Forexample, the fes-
tering NPAsandlack of clarityabout the
direction of public banking has been
exceptionally stretched and none too
closetoaforeseeableend.The fate of an
estimated 3.8 trillion invested in
power projects and numerous others
stuck at various stages of resolution
hangs in the air. A general drift of eco-
nomic policies towards excessive state
intervention and lesser market-orien-
tation has made businesses very cau-
tious. The tax-terrorism that is being
spoken of, and an approach that views
every aspect of business from the sole
standpoint of taxation, tax-evasion,

New project announcements
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Facebook too big to care about privacy

Facebook’s ‘like’ and ‘share’ buttons

enable the company to collect

information as people roam non-

Facebook websites—whether or

not people click them

TWO YEARS AGO, a Yale Law School
student published what became an
influential paper about how antitrust
law should apply to one of America’s
superstar technology companies,which
don’t fit the conventional mould of
Standard Oil monopolists. Now,another
academic paper from a formeradvertis-
ing technology executive and Yale law
graduate is arguing that Facebook Inc.
abuses its power. Titled in part, The
Antitrust Case Against Facebook, its
author, Dina Srinivasan, offers a deeply
researched analysis of Facebook’s pat-
tern of backtracking on the user data
collection that allowed the company to
becomea star.Once Facebookwas pow-
erfuland popular, Srinivasan says, it was
able to overrun objections about its
data-harvesting practices.

The core of Srinivasan’sargumentisto
treat two anxieties about Facebook—
potential abuses of monopoly power and
violations of users’ privacy—not as sepa-
rate butas two sides of the same coin. It is
arelativelynovel idea that hasechoesina
recent order from Germany’s antitrust
authority.(Facebook has said the German
regulatorwas wrong to link enforcement
of privacylawand antitrust,and the com-
panysaid it is appealing the decision).

The paperwas published thisweekin
the Berkeley Business Law Journal from
the University of California,and Iread a
version that has been online for two
weeks.I’llleave it tolegal experts toassess
the validity of Srinivasan’s antitrust
analysis.I was drawn in by her selective,

although notinaccurate,reading of Face-
book’s history of increasing boldness in
harvesting information for the purpose
of tailoring ads.

In Facebook’s early years, Srinivasan
says, Facebook competed against once-
popular social networks like MySpace in
part by pitching itself as protective of
people’s privacy. But once Facebook
became an indispensable tool of digital
life, it gained the power to reverse
promises it had made not to gather cer-
tain types of information on people’s
online activity.

Her piece is a reminder that Face-
book’s practice of gathering digital
dossiers for commercial purposes didn’t
happenatall oncebutasaslowcreep that
overwhelmed—or waited out—objec-
tions that Facebook was misleading the
public or undermining people’s privacy.
This history remains relevant as Face-
book is working on linking its multiple
internet hangouts in a way that is likely
to generate yet more user data for itself.

Inone particularly compelling exam-
ple from Srinivasan,she focuses on Face-
book’s ‘like’and ‘share’buttons.The com-
pany started tointroduce the featuresin
2010, and now they’re on millions of
websites. Many Facebook users don’t
know it, but those bits of software code
enable the company to collect informa-
tion as people roam non-Facebook web-
sites—whether or not people click them.

Initially, Facebook told partners and
the publicthatitwasn’t tracking people’s
web surfing, nor would it use that infor-
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mation for personalised advertising.The
company’sinitial statements about what
information itwas collecting,and when,
were not entirely correct, but Srinivasan
argues that Facebook was at least cau-
tious about such practices. There were
enough competitive social network
alternatives that there was blowback
each time the company overreached in
the types of information it wanted to
gatherorhowitwould broadcast people’s
actions online.

Then, in 2014, Facebook changed its
policytoallowforuse of webactivity data
inad targeting.The company, Srinivasan
writes, “would do precisely what it had
spent seven years promising it did not
and would not do, and finally accom-
plished what the previous competitive
market had restrained it from doing”.

To Srinivasan, this was part of Face-
book’s pattern of bait-and-switch tactics
surrounding data harvesting. It grew so
popular, she says, the company could
eventually change the rules.

I was struck by the common thread
between Facebook’s recent data privacy
scandals, Srinivasan’s reading of Face-
book history and the conclusions from
Germany’s antitrust authority. People
wary of Facebook nowface an unappeal-
ing choice between pervasive surveil-
lance by a powerful company or pulling
out of a bedrock tool of modern life. And
itdidn’t get that way by accident.

This column does not necessarily
reflect the opinion of the editorial board or
Bloomberg LPand its owners.

C2 INEQUITABLE REPRESENTATION

Kalvakuntla Kavitha, TRS member of Parliament

Today, | again reiterate that no party—it could be
TRS, it could be Congress, it could be BJP, whichever
party, it will not give equal space to women unless
and until it is mandated by the Election Commission
of India or the Parliament

money-laundering, fixing promot-
ers/directors’liabilities, etc.,has created
a different set of uncertainties in the
business environment.

These run parallel to the arrival of a
new bankruptcy law that has jolted an
established equilibrium; on top of this,a
constant stream of interpretations and
amendments to this law cumulates
uncertaintyabout future directionsand
prospects.The enormous scale of wealth
destruction, as assets go up for sale at
severe discounts—within the confines of
this law and outside its boundaries—is
something that is bound to make busi-
nessmen think a hundred times over
before committing fresh capital.

Frequent changes in taxation, rules
and the sudden introduction of new
taxes (like the GST,‘angel tax’and start-
up norms, e-commerce, etc.) add to the
longlist.All these sum up toan increas-
ing difficulty of doing business despite
the rise in EoDB rankings. Finally, a ris-
ing incidence of fresh business failures
and financial stress,such asthoseinthe
telecom, aviation, infrastructure, and,
of late, the shadow banking segments,
with cascading effects in related parts,
also escalates doubts about future busi-
ness prospects.

One must note that positive reforms
like GST and the IBC law also induce
uncertainty because these affect future
project viabilities leading to a wait-and-
watchattitude.Others,like demonetisa-
tion, tax coercion, state intrusion,and
inertiainaddressing banking sector,reg-
ulatory and NPA issues are downright
negative. But why do we call this a ‘hid-
den’ uncertainty? We call it ‘hidden’
becauseitissubmerged underthebright
sunshine of strong GDP growth—
growth thatisaveraging 7.7%in the past
fouryears if you will; an exceptional 8%
and 8.2% in FY16 and FY17.This posi-
tive growth narrative submerges the
doubts lurking beneath and prevents
their eruption to the surface. However, it
manifests in the absence of animal
spirit—the confidence that drives busi-
nessmen to invest.

But for the two conflicting yet paral-
lel growth stories observed from official
GDP statistics and otherlead indicators,
thezesttoinvestisnobetterormuchthe
sameasin 2012-13.Thestatisticallyvis-
ible investment-growth slump at that
time had haunted the UPA government.
The question is, if a different set of con-
cerns this time around will simply wilt
under the strong sunshine of an opti-
mistic growth story.

LETTERS TO

THE EDITOR

Mentorship in the
workplace

It is important to establish policies
which are enforceable on the
ground, build a conducive work
environment, and facilitate a natural
discipline at the workplace.
Leveraging one's status/fame to
gain advantage in the short-term
berates the overall consumer
sentiment and undermines the
importance of social responsibility,
thus defeating the very purpose of
the industry/sector and the values
endorsed by it. Role models with a
significant following ought to lead
by example and render a strong
message delivery—that of self-
confidence, motivation to do the
right thing and proactive whistle-
blowing at the appropriate forum
— Girish Lalwani, Delhi

Another election
gimmick

The Employees' Provident Fund
Organisation (EPFO) decision to
hike the interest rate by 10 bps to
8.65% for 2018-19 is probably a poll
gimmick resorted to by the BJP-led
NDA government. The move comes
on the back of RBI lowering the
repo rate and its top brass urging
bank CEOs to lower lending rates.
However, most of the bankers were
reluctant to toe the RBI line. With
the Lok Sabha elections looming
over the horizon, don't be too
surprised if the government springs
more pleasant surprises on the
middle-class and the aam aadmi as
it nears the finish line

— Ravi Chander, Bengaluru
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Industrial
policy for

India

Indian policymakers just do not seem

able to make a clear enough

assessment of where growth will
occur, where India’s opportunities are,
and how to create a playing field in
which the most dynamic and well-run
Indian firms can grow and prosper

HE NOTION OF INDUS-

TRIAL policy is one that has

been around for decades.

Some economists think it is

an idea that never worked,
whereas others still see merit in the
concept. India certainly had an indus-
trial policy, conceptualised in terms of
developing heavy industry through
state-led efforts. It was the nature and
quality of this implementation, rather
than the idea of industrial policy itself,
that let India down. Economists now
often shy away from the idea that gov-
ernments can “pick winners,” in craft-
ingindustrial policy. But again, the real-
ity is not one-sided.

It still seems reasonable to argue that
Japan got things right in developing its
automobile industry almost seven
decades ago. Apparently, this was con-
sidered unrealistic and foolhardy by
some observers at the time, and it took
Japan’s automobile firms over two
decades and some luck (two oil price
spikes in the 1970s) to make their pres-
ence felt in global markets. Whatever
the challenges of implementation, the
economic logic was clear: automobiles
were a product with a high income elas-
ticity of demand, and significant knowl-
edge spillovers in production. As the
consumer good with the most complex-
ityin terms of production, if Japan could

make them successfully, it was more
than likely that it could also make a
range of other manufactured products
that required engineering expertise.

By contrast, India treated automo-
biles as a luxury good for its own popu-
lation, did not consider exports as an
option,and churned out a few obsolete
models for decades. Perhaps automo-
bileswere not the place for India to start
itsindustrialisation path just after Inde-
pendence,but there waslittle else where
India’s policymakers charted a strategic
vision and mapped out a supportive pol-
icy framework forindustrial growth and
dynamism. Even more labour-intensive
products, with lower engineering com-
plexity, did not become categories
where India established world-class
quality and globally-efficient scale.

There have been some successes
after the economic reform process
began, but almost three decades later,
India is still struggling with upgrading
and expanding its manufacturing sec-
tor,and that seems to be an obvious rea-
son why it has not achieved double-
digit growth rates to match those of the
Japanese miracle or China’s later eco-
nomic ascent. What is missing? One
argument is anewversion of the export
pessimism that constrained economic
policy thinking at the time of Indepen-
dence, in India and many
other developing coun-
tries. Now, the suggestion
is that India missed that
boat, and neither the
global trading environ-
ment nor the pace of eco-
nomic growth in advanced
economies isas favourable
as when Japan and China
raced ahead.

But this seems to be a
self-fulfilling form of pes-
simism,justasitwasseven
decades ago. Global
growth is strong, just not
necessarily distributed as
it was in the past. Tariffs
are not that high, despite
short-run hiccups due to
Brexit and the Donald

Effective industrial
policy will mean for growth. Effective
listening to
innovators, and
also providing
them with the
conditions they
need to serve new
markets. India’s
policymakers still
seem to lack a full
understanding of
the private
enterprise
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straints in terms of expertise,but there
seems to be little sense of urgency or
strategic intent in this respect. Relax-
ing the constraints by tapping global
capital and multinational expertise
seems to be proceeding only fitfully, nor
does Indian policymaking seem to
think carefully enough about comple-
mentarities in various Kinds of infra-
structure for supporting industrial
innovation and growth.

In terms of the technologies and the
products and services that will matter
over the next few decades, the candi-
dates are obvious. Digital technologies
matter everywhere, for making prod-
ucts and for delivering services. India’s
software industry has proved its
resilience and dynamism many times
over,completely belying the pessimists
who derided its startat the lower end of
the digital value chain, and even called
its employees “techno-coolies.” But
India desperately needs to upgrade and
extend its digital infrastructure, and
increase the numbers and skill levels of
those who will maintain this infra-
structure, and those who will use it to
delivera continuing stream of new dig-
ital products and services.

There are other obvious areas of
global growth.Technologies and prod-
ucts that combat global warming, and
those that serve the needs
of rapidly ageing popula-
tions in many countries,
will be the opportunities

industrial policy will
mean listening to innova-
tors, and providing them
with the conditions they
need to serve new mar-
kets.India’s policymakers
still seem to lack a full
understanding of the pri-
vate enterprise and how
to encourage it. Continu-
ing examples of corrup-
tion and incompetence
among India’s corporate
giants make matters even
more difficult,butillegal-
ityhas tobe distinguished

Trump administration’s EEEEEE—————————— f{rom honest mistakesand

nationalist approach to
international trade.Indian policymak-
ersjustdonot seem able to make a clear
enough assessment of where growth
will occur, where India’s opportunities
are,and how to create a playing field in
which the most dynamic and well-run
Indian firms can grow and prosper.

In terms of physical needs, India is
going too slowlyin creating the logisti-
calinfrastructure to allowIndia to con-
nect to global—and especially
regional—production networks. There
are financing constraints as well as con-

failures.

None of the above means a neglect
of basic education and health, includ-
ing sanitation infrastructure. India
remains very unequal in these respects,
and denying basic needs to all the citi-
zens is as big a scandal as corruption
among politicians and capitalists. But
even after decades of economic plan-
ning, India’s policymakers still strug-
gle to put all the pieces together,
including industrial policy, for sus-
tained growth at levels shown possible
by Japan and China.

SBO Rules need
more clarity

VARADACHARI
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and Reporting, EY India. Views are personal

DENTIFICATION OF THE ‘beneficial owners’ behind

legal entities remains a trickyyet crucial endeavour in

the global fight against moneylaundering and terror-

ist financing. Despite well-intentioned efforts, coun-

try-level initiatives targeted at improving trans-
parency have often lacked clarity and incisiveness.

Drafting the original Companies (Significant Beneficial
Owners) Rules, 2018, would have entailed a complex exer-
cise given the government was faced with multiple choices
for key design elements like applicability, exemptions, def-
inition of compliances and penalties. Countries like the UK,
Singapore and Hong Kong introduced nuanced guidelines
to demystify the concepts when they embarked on similar
journeys. The Rules prescribed in June 2018 stirred much
debate due to several open and interpretative issues. While
the latest amendments, no doubt, address many of these
issues, they could have covered further ground.

A question that merits discussion is the extent to which
the amended provisions may help promote the identifica-
tion of the real ownership,influence or control of businesses
operating in the country,where needed.

1.In certain cases, the Rules issued by the ministry of cor-
porate affairs (MCA) in 2018 required the senior managing
official (SMO) of a company to be treated as the significant
beneficial owner (SBO), where no SBO was identified. Sev-
eral EU countries treat SMOs or equivalents as the ‘ultimate
beneficial owner’'where the qualifying criteria are not met or
cannot be verified (Denmark, Ireland, Hungary, Italy). Coun-
tries like the UK, Singapore and Hong Kong do not require a
default treatment of one or more executives as SBO-equiv-
alent,if the prescribed conditions are not satisfied.A specific
entryinthe prescribed register
to the effect that there is no
person who meets the qualify-
ing criteria is the only require-
ment. Arguably, this approach
is suitable for countries with
stronger monitoring and
enforcement mechanismsand
relatedly higher levels of com-
pliance and self-governance.

While theamended Rulesin . -
India have dispensed with the ~ €Orporate India is
approach of identifying SMO, better equipped to
the new definition of the term fulfil its complia hce
‘significant influence’ treats e .o
any person with the power to obligations
‘participate’in the operating
and financial policy decisions
of the company as an SBO. Identifying persons who are vis-
ibly essaying theirassigned roles in an organisation orwhose
details are available with the government (for example,
directors), as SBOs, may not serve any useful purpose. But
given the potential risks, the MCA is possibly seeking maxi-
mum information from senior executives occupying posi-
tions of influence in a company to assign greater account-
ability overthe conduct of its financial and operating affairs.

2.The amended Rules explicitly provide that the report-
ing responsibilities with respect to SBOs only apply to com-
paniesincorporated in India. Potential misuse of legal forms
of presenceis notrestricted to companies and given that the
(MCA)isalso the administrative ministry for LLPs and part-
nership firmsin India, the SBO reporting requirements may
be extended to these legal forms in due course.

3. Borrowing a page from the widely followed global
approach and the AML/KYC guidelines issued by SEBI/RBI,
companies whose shares are listed on a stock exchange in
India or outside India or subsidiaries of such listed compa-
nies could have also been exempted from SBO regulations,
given their existing stringent disclosure requirements.

4. The amended Rules place strong emphasis on a com-
pany’s investigative process but prescribe no penalties for
failure to issue the mandated enquiry notices or refer mat-
ters to the NCLT where it receives unsatisfactory or no
responses. Given the sheervolume of complianceacross the
country, effective monitoring/audit mechanisms will be
needed forverification and enforcement of the compliances
in identified high-risk cases.

With the amended Rules and revised forms now notified,
speedyissuance of supplementary guidance/FAQs would go
a long way in ensuring that corporate India is better
equipped to fulfil its compliance obligations.

With the amended
Rules and revised
forms notified,
speedy issuance of
FAQs will go a long
way in ensuring

HE EQUATORPRINCIPLES isa

risk-management framework,

adopted by financial institu-

tions, for determining, assess-

ing and managing environ-
mentaland social riskin project financing,
and is intended to provide a minimum
standard for due diligence and monitor-
ing to support responsible risk decision-
making prior to lending for projects. The
Equator Principles were formallylaunched
in Washington, DC, on June 4,2003.

They were formed as a guideline to
financial institutions before lending to
infrastructure projects. Since the incep-
tion of the Equator Principlesin 2003, the
energyand extractivesindustryhasbeena
major focus of the environmental and
social risk reviews conducted by nearly 80
member banks. For example, Bank of
Tokyo-Mitsubishi, a leader in project
finance, put 225 projects through its
Equator Principles review process between
2006 and 2012.0fthese, 60% were in the
mining, oil, gas and energy sectors.
Financial institutions are accountable

toscreeningwhenlending to projects that
are hazardous environmentally and
socially. Their investment decisions
increasinglyinclude an assessment of E&S
risks and impacts. This rule is not only
applicable to MDBs (multilateral develop-
ment banks) and international financial
institutions,but also to commercial banks
and private equity funds. In many devel-
oping countries, international players
require compliance with both national
laws and international E&S standards
developed by MDBs,which are sometimes
more stringent than those inscribed in
national legislation.

Equator Principles

in project financing &=

Implementing the Equator
Principles has enhanced the
role of project financing;
sustainable development
has become key

In the 1980s, the Sardar Sarovar pro-
ject,which involved construction of adam
on the Narmada river in Gujarat, got
harshly criticised worldwide forits adverse
environmental and social impacts. It was
built to provide electricity and irrigation
water todownstream regions,and the con-
struction of this dam resulted in forced
dislocation of more than 2 lakh native
people living along upstream districts,
without provisions of sufficient compen-
sation or means of livelihood reinstate-
ment. To ensure justice to the people dis-
placed, international NGOs undertook
Narmada relief campaign, due to which
the financial assistance to the project, pro-
vided by the World Bank and official devel-
opment assistance (ODA) of the Japanese
government, got terminated.

In the late 1990s, when the world
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started seriously thinking about safe-
guarding environment and social welfare
aboveall, multilateral development finan-
cial organisations such as the World Bank
and export credit agencies of OECD mem-
ber countries came up with environmen-
tal and social guidelines to properly man-
age environmental and social risks
associated with large-scale projects. But
onlyahandful of private financial institu-
tions in the world were implementing
environmental and social reviews before
lending for projects. Therefore, environ-
mental NGOs started demanding that pri-
vate financial institutions must be held
responsible for neglecting environmental
and social risks; attention must be given
to CSRin terms of environmental issues.
To address these demands and con-
cerns, in October 2002,ABN AMRO and

the International Finance Corporation
(the IFC is in charge of private projects for
the World Bank Group) invited major
global financial institutions engaged in
project finance activities to assemble in
London with the intention to come up
with environmental and social risks man-
agement guidelines for private financial
institutions. As a result of this meeting,
Citigroup, ABN AMRO, Barclays and
WestLB, in collaboration with the IFC, cre-
ated a framework for managing environ-
mental and social risks. The Equator Prin-
cipleswere thus formulated in June 2003.
The founders of the Equator Principles
wanted their adoption to be a globally
applicable to financial institutions in the
northern and southern hemispheres,and
the equator seemed to represent that bal-
ance perfectly,hence were named thus.

developed markets.

The Equator Principles were first
revised in July 2006, toalign itwith the IFC
Performance Standards. Further revision
of the IFC Performance Standards took
placein 2012 and the need to strengthen
environmental and social risks manage-
ment resulted in the launch of the third
version of the Equator Principles in June
2013. The fourth round of revision is
under review and will be finalised by
August 2019.

The key thematic areas of this round
include social impact and human rights,
climate change, designated countries and
applicable standards and scope of applic-
ability of each principle. So far, 94 finan-
cial institutions from 37 countries have
officially adopted the Equator Principles,
which covers the majority of international
project finance debt in emerging and

Pursuant to the finalisation of princi-
ples of EPFIs (Equator Principles Financial
Institutions), the lender needs to cate-
gorise a new project according to its level
of probable environmental and social risks
based on the screening criteria of the IFC.
The three categories are as follows:

CategoryA: Projectswith potential sig-
nificant adverse social and environmental
impactsthoseare diverse,permanent and
exceptional;

Category B: Projects with potential
limited adverse social or environmental
impacts,largelyreversible and addressable
through mitigation measures;

Category C: Projects with minimal or
no social or environmental impacts. The
standards have consequently been peri-
odically updated into what is commonly
known as the IFC Performance Standards
on social and environmental sustainabil-
ityand on the World Bank Group Environ-
mental, Health,and Safety Guidelines.

Benefits of the Equator Principles:
Borrowers don’t like banks telling them
how to behave; theywant theirloans tobe
sanctioned and that’s about it. With so
many monetary scams and money laun-
dering taking place, the credibility of the
global financial institutions is underheavy
scrutiny today, especially in markets where
social and environmental standards for
business are less stringent. Another fact is
that companieswith little orno experience
in applying mitigation measures often
require additional support and advice
from their lenders. Implementing the
Equator Principles has enhanced the role
of project financing; sustainable develop-
ment has become key issue.
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