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'[he holy dip

Shahi Snan (royal bath) is a religious bath that is

taken by the sadhus of different akharas in the
sacred river before any other Hindu pilgrim is
allowed to do so. It is one of the rituals of the fair
that common people can take the bath in holy rivers
— Ganga, Yamuna and Saraswati confluence only
after holy men of the akharas have taken a dip.

'@ ghahi Snans in tpis Kumbh are as follows:
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Kumbh Mela 2019 is much more than the unique religious-spiritua

Branding :

SHAHIRA NAIM

N his book Region, Nation, Heartland:

Uttar Pradesh in India’s Body Politic,

Gyanesh Kudaisya records signs of time-

lessness and a rapidly transforming India

visible in the 1930 Mahakumbh. Extensive

railway network brought an estimated 2.5
million pilgrims on Mauni Amavasya. The then
United Provinces (UP) Government had organ-
ised ‘Agriculture and Industrial Exhibition’ to
propagate new methods of farming and dairy-
ing. Sealed lotas of Gangajal and packets of the
Ganges mud were sold as smart entrepreneurs
had successfully commodified the religious
experience into mementoes that pilgrims could
take back home.

Ninety years down the line, the experiment to
promote the Kumbh as a tourist and commercial
destination has reached to an extent that on Jan-
uary 28, Shankarcharya of Jyotishpeeth Swami
Swaroopanand Saraswati complained that the
Kumbh Mela has been commercialised for polit-
ical gains. This has resulted in the gradual fad-
ing of its divinity, he rued.

Speaking at the Param Dharam Sansad, he
said, “Of late, the Kumbh has become a picnic
spot for NRIs and foreigners.”

Saints have demanded the creation of two
separate ministries — one focusing on the
pilgrimage and the other on tourism. The
saints feel that mixing both is leading to dete-
rioration of the Hindu religion. Have the
akharas and the Kumbh remained aloof from
politics? Not really, says some scholars.
Akharas claim that Adi Shankarcharya start-
ed the Kumbh Mela at Allahabad in the 8th
century to facilitate meeting of holy men
from different regions.

The saints, organised under 13 (now 14) akha-
ras (seven Shaiva, three Vaishnava, two Udasina,
one Sikh and the latest one Kinnar), are intricate-
ly linked to the Kumbh. Over time, the akharas
have evolved into martial-art bodies that protect-
ed faith from foreign invaders. In time, they have
turned into armed monasteries of mystics.

Till arrival of the East India Company, the
mela was managed by ‘heavily militarised’
sadhus who collected taxes, undertook
policing and judicial duties and also partic-

ipated in trade. The Kumbh melas were a
scene of sectarian politics of the akharas,
which often turned violent and had disas-
trous consequences. A copper plate inscrip-
tion of Maratha Peshwa claims that 12,000
ascetics died in a clash between Shaivite
sanyasis and Vaishnavite bairagis at the
1789 Nashik Kumbh Mela.

The dispute started over the bathing order
which indicated status of the akharas. It was
due to the frequent violent clashes that the
British colonial rulers limited the warrior-trad-
er role of the akharas.

The 2019 Kumbh has many firsts to its cred-
it. Recognised by Unesco as an ‘intangible
cultural heritage of humanity’, the Uttar
Pradesh Government has left no stone
unturned to brand it as a unique religious-
spiritual experience, targeted at pilgrims,
tourists and businesses alike.

Having a penchant for changing names, CM
Yogi unilaterally announced that the 2019
Ardh Kumbh Mela, organised every six
years, will this year be simply called ‘Kumbh
Mela’. From now, the Kumbh Mela, organ-
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| experience it offers. It is equally political and commercial this time
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Myth and history

Kumbh, widely regarded as the largest reli-
gious event in the world, has a recorded histo-
ry of at least 2,500 years. The festival cele-
brates Hinduism’s myth of creation. According
to a legend, demons and gods engaged in a
contest to churn the ocean with a giant snake
tied around a mountain. From the ocean
emerged a kumbh (urn) filled with nectar
which spilled at four geographical spots — the
most sacred of these being Allahabad, now re-
named as Prayagraj for it stands on the conflu-
ence of three holy rivers — the Ganga, the
Yamuna and the mythical Saraswati. Yet with-
in its ageless constancy the Kumbh also holds
prophetic signs of momentous changes.

ised every 12 years, will be known as Maha
Kumbh Mela!

Since time immemorial, pilgrims and saints
alike have been reaching the Kumbh on the
appointed date without anyone formally inviting
them. However, turning host for the first time
this year, Uttar Pradesh ministers visited differ-
ent states of the country to personally invite gov-
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ernors and chief ministers. On their agenda was
to invite devotees from each and every village to
participate in Kumbh 2019.

According to Cabinet minister Siddharth Nath
Singh, ministers have been visiting different vil-
lages to invite gram pradhans. Another first, the
Ministry of External Affairs has invited heads of
missions from different countries. On December
15, Prayagraj hosted 72 heads of mission —
ambassadors and high commissioners. They
witnessed preparations for the largest human
congregation on earth.

On January 24, thousands of Pravasi Bhar-
tiyas, led by Mauritius Prime Minister Pravind
Jugnauth, travelled to Prayagraj by special bus-
es from Varanasi to take a holy dip in the
Sangam at the Kumbh — another first.

Uttar Pradesh Minister for Industries Satish
Mahana said this year trade bodies like the CII
and the FICCI would help the visiting BJP min-
isters and chief ministers connect with the
doyens of Indian industry. Mahana maintained
that the event should not be viewed merely as a
ritualistic ceremony of the Hindus.

However, BJP spokesperson Rakesh Tri-
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pathi said the Kumbh should not be politi-
cised, even if it is coinciding with the Lok
Sabha elections this year.

With political parties virtually competing to
prove their Hindu credentials in the year of elec-
tion, it is no wonder that newly appointed Con-
gress AICC General Secretary in charge of Uttar
Pradesh (East), Priyanka Gandhi proposes to
take a holy dip at Sangam soon after formally
taking over office on February 4. Brother Rahul
Gandhi is expected to accompany her.

On the very first day of the Kumbh on January
15, Union Minister Smriti Irani was among the
first pilgrims to take a bath during the first Shahi
Snan on the occasion of Makar Sankranti.

By offering prayers at the Sangam on Janu-
ary 18, President Ram Nath Kovind became
the first President after Dr Rajendra Prasad to
visit the Kumbh Mela. Dr Prasad had visited
the Kumbh in 1953. On January 29, Chief Min-
ister Yogi Adityanath held a cabinet meeting
at the Kumbh. After that the entire cabinet
took the ritual bath at the Sangam and had
lunch at the Nath sect camp, of which Yogi
Adityanath is the spiritual head.
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THE POLITICS
OF KUMBH
The mela this year has many
firsts to its credit. From its name
change to MEA personally inviting
heads of missions from different
countries to ministers calling up gram
pradhansto trade bodies like the

Cll and the FICCI making it to
connect with the industry; it
is much more than
the dip of faith
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Standard deviations

Delay in releasing key employment data has
undermined the credibility of data officialdom

he resignations of the National Statistical Com-
Tmission’s acting Chairperson P.C. Mohanan and
member ].V. Meenakshi appear linked to the
Centre’s refusal to release new data on employment
that were due to be made public in December 2018.
They could also be related to unease about the recently
unveiled back-series data on the economy, which re-
corded slower growth during the UPA-led government’s
rule, and were released by the NITI Aayog bypassing
convention and the commission’s views. Reports sug-
gest that the findings of the new Periodic Labour Force
Survey, for July 2017-December 2018, are not too flatter-
ing, with unemployment registering a five-decade high.
The government has said no such reservations were ex-
pressed by Mr. Mohanan or Dr. Meenakshi during NSC
meetings and that the report will be released after
‘quarterly’ data for the survey period is processed. A
key role of the NSC, set up in 2006, is to verify whether
data being put in the public domain are reliable and
adequate. Information has been collected and dissemi-
nated by successive governments under laid-down
schedules, earning Indian data greater global trust than
most other emerging market peers, especially China.
On the question of job-creation for the youth, the
Prime Minister and his Cabinet have been building an
argument that jobs abound, but credible data are mis-
sing. The National Sample Survey Organisation’s quin-
quennial employment surveys were to be conducted in
2016-17. The year was switched to 2017-18 as the new La-
bour Force Survey was being prepared to replace it.
Separately, a quarterly survey of select employment-in-
tensive sectors initiated by the Labour Bureau after the
2008 global financial crisis, that provided some clarity
on ground realities, was inexplicably junked. Instead,
proxy data from enrolments into social security
schemes for formal sector employees are being touted
as a sign of job-creation: economists have rightly called
them out as inaccurate. Even then, Arun Jaitley, in his
last year’s Budget speech, cited ‘an independent study’
to claim seven million formal jobs will be created in
2018-19. The Centre for Monitoring Indian Economy has
pegged job losses in 2018 at 11 million based on its reg-
ular employment surveys. The government’s coy ap-
proach to jobs-related data may be due to its disastrous
demonetisation gambit which hurt supply chains and
informal jobs in the economy and whose effects have
lingered. Contrast this with the NSSO surveys of 2009-
10 that revealed little good news on household incomes
and job-creation, thanks to after-effects of the global fi-
nancial crisis. The UPA didn’t dither from releasing the
data, took criticism on its chin, explained it was an ex-
ceptional situation and commissioned another set of
surveys in 2011-12 to correct for the timing. The Modi go-
vernment should have treaded the same path without
upending India’s statistical integrity.

Hawkish move

The US's unilateral withdrawal from a nuclear
treaty threatens to kick-start a new arms race

he Donald Trump administration’s decision to
Twithdraw from the Intermediate-Range Nuclear

Forces (INF) treaty with Russia is a retrograde
step. Signed in 1987 by Ronald Reagan and Mikhail Gor-
bachey, it barred both countries from deploying land-
launched cruise missiles in the 500- to 5,500-km range.
However, Russia appears to have been covertly violat-
ing it in letter and spirit. The U.S. in 2008 expressed
concern over the Russian Novator 9M729 missile tests
and in 2014 alleged that Moscow was testing a ground-
based cruise missile. Yet, the U.S. response cannot be
regarded as purely retaliatory. Both Mr. Trump and his
National Security Adviser John Bolton are on the record
expressing what some consider to be a sense of disre-
gard for arms control agreements. Before taking up the
NSA role, Mr. Bolton said in his book that the U.S. “arms
control theology” had been “kept on life support dur-
ing the Clinton presidency by devotion and prayer rath-
er than hard reality”. Mr. Trump, who scuppered the
nuclear agreement with Iran, has hinted he would re-
fuse to abide by a treaty that other parties were disre-
garding. There is now a sense of alarm that the New
Strategic Arms Reduction Treaty (START), which limits
both countries’ arsenal of intercontinental ballistic mis-
siles, and will lapse in 2021, might be scrapped next.

At the heart of this worrisome echo of the Cold War
years is the changing balance of power in global nuclear
politics heralded by China’s rise as a regional hegemon;
its growing arsenal poses a threat in the eyes of strate-
gists in Washington. In 2018, the U.S. Nuclear Posture
Review noted that Beijing was steaming forward with
the expansion of its cruise-missile arsenal, potentially
neutralising the capability of American warships that
could seek to approach the Chinese coastline during a
standoff. Shifting geo-politics also requires that Euro-
pean concerns be factored into strategic discussions on
the INF, particularly because it is Europe that is most
immediately threatened by the Russian stockpile. Ho-
wever, going by the surprised reactions from European
officials, it appears that Mr. Trump may not have con-
sulted with European allies before announcing the sus-
pension of the treaty. Mr. Trump’s thinking may rest on
the fact that he could now develop ground-launched
missiles, and perhaps keep Moscow’s aggression in
check through a military-posture superiority, and also
save the exchequer some cash, for this option is cheap-
er than cruise missiles that can be fired from aircraft,
ships, or submarines. Nevertheless, in pulling out of the
INF, Washington is effectively throwing away leverage it
may have had with Russia on an issue of global concern.

Legitimacy of the basic structure

The doctrine may be derived from the abstract. But it exists within the Constitution itself

v T

SUHRITH PARTHASARATHY

years since the Supreme Court

ruled in Kesavananda Bharati v.
State of Kerala that Parliament’s
power to amend the Constitution
was not unlimited, that the Consti-
tution’s basic structure was infran-
gible. But as entrenched as this
doctrine might now be, it remains,
to some, a source of endless anti-
pathy. There have already been
grumblings over the rule’s legiti-
macy in certain quarters in res-
ponse to challenges made to the
recently introduced 103rd Consti-
tutional Amendment, which pro-
vides for reservations based on
economic criteria in government
jobs and education.

It has now been more than 45

Unwarranted censure

The common criticism is that the
doctrine has no basis in the Consti-
tution’s language. The phrase
“basic structure”, it’s argued,
finds no mention anywhere in the
Constitution. ~ What’s  more,
beyond its textual illegitimacy, its
detractors also believe the doc-
trine accords the judiciary a power
to impose its philosophy over a de-
mocratically formed government,
resulting in something akin to
what Union Minister Arun Jaitley
once termed as a “tyranny of the
unelected”.

Unquestionably, some of this
censure is a result of the Supreme
Court’s occasionally muddled in-
terpretation of what the Constitu-
tion’s basic structure might be. But
to reject the doctrine altogether
because the judiciary sometimes
botches its use is to throw the baby
out with the bathwater. For not on-
ly is the basic structure canon le-
gally legitimate, in that it is deeply
rooted in the Constitution’s text

and history, but it also possesses
substantial moral value, in that it
strengthens democracy by limit-
ing the power of a majoritarian go-
vernment to undermine the Con-
stitution’s central ideals.

Ever since the Constitution was
first amended in 1951, the true ex-
tent of Parliament’s power to
amend the document has been
acutely contested. But the dangers
inherent in granting untram-
melled power to the legislature
were perhaps best brought out in a
lecture delivered by a German pro-
fessor, Dietrich Conrad. His talk
“Implied Limitations of the
Amending Power”, delivered in
February 1965 to the law depart-
ment of the Banaras Hindu Univer-
sity, came at an especially fraught
time. Only months earlier Parlia-
ment had introduced the conten-
tious 17th Constitutional Amend-
ment. Through this, among other
things, a number of land reform le-
gislations had been placed into the
Constitution’s Ninth Schedule.
This meant that those laws, even
when discriminatory, were immu-
nised from challenge.

But it wasn’t the merit of the
amendment that troubled Conrad.
He was concerned with the sug-
gestion that Parliament’s power to
alter the Constitution was plenary.
Influenced by the theoretical scho-
larship of the jurist Carl Schmitt,
Conrad believed that even if a le-
gislature were bestowed with the
widest of powers to amend the
Constitution, its authority was al-
ways subject to a set of inherent
constraints. Parliament, he con-
tended, was, after all, a creature of
the Constitution. It could not, the-
refore, make changes that had the
effect of overthrowing or obliterat-
ing the Constitution itself.

As A.G. Noorani has pointed
out, Conrad was affected by his
own country’s history. In Germa-
ny, the virulent end brought to the
Weimar Republic by Nazism had
meant that when the country
adopted its Basic Law in 1949, it
quite explicitly placed checks on
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the legislature’s powers. This in-
cluded a bar on lawmakers from
amending those provisions of the
Basic Law that concerned the
country’s federal structure, that
made human rights inviolable and
that established constitutional
principles such as the state’s de-
mocratic and social order.

Questions to ponder

In his lecture, Conrad said India
hadn’t yet been confronted with
any extreme  constitutional
amendment. But jurists, he
warned, ought to be mindful of the
potential consequences inherent
in granting Parliament boundless
power to change the Constitution.
How might we react, he won-
dered, if the legislature were to
amend Article 1, for example, by
dividing India into two. “Could a
constitutional amendment,” he
asked, “abolish Article 21,” remov-
ing the guarantee of a right to life?
Or could Parliament use its power
“to abolish the Constitution and
reintroduce... the rule of a Moghul
emperor or of the Crown of
England?”

Although it was delivered to a li-
mited audience, M.K. Nambyar,
who was to soon lead arguments
in the Supreme Court against the
17th amendment in Golaknath’s
case, was alerted to Conrad’s urg-
ings. Devoid of any direct prece-
dent from other Commonwealth
nations, where an amendment
had been subject to the rigours of

Atghanistan at a crossroads

Any agreement betwee

DAVOOD MORADIAN

fghanistan is seeing growing
Anational, regional and glo-

bal attempts to seek a peace-
ful settlement to the conflict. The
U.S. is desperate to extricate itself
from the war, heightened by an
unpredictable President and an
ambitious negotiator, Zalmay Kha-
lilzad. This desperation is matched
by growing fears in Afghanistan
that the Taliban will seek to over-
throw the government, as it did in
1994, and that the government,
the political class and the demo-
cratic constituency will be be-
trayed by a hasty deal between a
desperate U.S. and an overconfi-
dent Pakistan. Desperation, fear
and hubris may produce a peace
agreement, but such an agree-
ment may not bring inclusive and
sustainable peace.

Key questions

Addressing the main drivers of the
conflict are the principal tenets of
any sustainable peace settlement.
The causes of the Afghan conflict
are religious, ethnic and external
in nature. The conflict has been
fought over the identity, legitima-
cy and sovereignty of the Afghan
state and society: Should it be a
Pashtun-dominated entity or a
pluralistic state? Is an Islamist/the-
ocratic emirate a true identity of

the nation or a constitutional re-
public? Should it be a puppet state
of Pakistan or a sovereign and in-
dependent state? Should it be a re-
presentative or plutocratic state?

There have been numerous pea-
cemaking efforts and agreements
since the beginning of the conflict
in 1979. The leftist Najibullah Ah-
madzai, the Mujahideen-led go-
vernment of Burhanuddin Rabba-
ni, and the Western-installed
governments of Hamid Karzai and
Ashraf Ghani all pursued political
settlements based on the princi-
ples of power-sharing and demo-
cratic governance but failed.

Since its formation in 1994, the
Taliban has remained consistent
in its ambition of total victory and
establishing “a pure Islamic go-
vernment”. The Taliban is not pri-
marily a nationalistic insurgency
fighting a foreign occupation, but
an ideological movement deter-
mined to re-establish a political or-
der that is in alignment with Pakis-
tan’s geo-strategic ambitions. The
presence of international troops is
an obstacle to the Taliban’s goal.

The key questions are (a)
whether the Taliban’s goal of esta-
blishing a “pure Islamic govern-
ment” is compatible with the prin-
ciples of pluralism, power-sharing
and election-based politics; (b)
whether Pakistan will accept a so-
vereign, independent Afghanis-
tan; (c) whether the potential
peace settlement is to be built
upon the fragile achievements in
the fields of state-building, demo-
cratisation, pluralism and connec-
tivity; and (d) whether there will
be an effective guarantee and me-
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chanism for ensuring the sustaina-
bility of any peace agreement.

The role of the U.S.
In March 1979, the U.S. began co-
vertly supporting the Mujahideen
via and with Pakistan through ‘Op-
eration Cyclone’; it has remained a
party to the conflict ever since.
However, the U.S’s Afghan policy
has been driven by instinct rather
than deliberation. Its current
peace efforts are mainly driven by
Washington’s selfish instincts and
ever-changing moods rather than
the realities on the ground, partic-
ularly the role of the Afghan go-
vernment and people. U.S. Presi-
dent Donald Trump follows his
predecessors in changing the goal-
posts from conditions-based en-
gagement to cater to the U.S’s
domestic impulses and/or emerg-
ing geopolitical attractions.
Neither the current military en-
vironment nor the political struc-
ture is conducive for a sustained
peace process. Unlike the Afghan
and the coalition forces, the Tali-
ban is not militarily and politically
exhausted and/or desperate. The
leadership of the Taliban and their
Pakistani enablers have more sta-

judicial review, Nambyar thought
the German experience carried
with it a set of important lessons.
Were Parliament’s powers consi-
dered infinite, he argued, the par-
liamentary executive can be re-
moved, fundamental rights can be
abrogated, and, in effect, what is a
sovereign democratic republic can
be converted into a totalitarian re-
gime.

Interpreting ‘amendment’
The court, in Golaknath, didn’t’
quite feel the need to go this far.
But, ultimately, just four years la-
ter, in Kesavananda Bharati, it was
this formulation that shaped Jus-
tice H.R. Khanna’s legendary, con-
trolling opinion. While the judge
conceded that it wasn’t possible to
subscribe to everything in Con-
rad’s arguments, this much, he
said, was true: “Any amending bo-
dy organized within the statutory
scheme, howsoever verbally unli-
mited its power, cannot by its very
structure change the fundamental
pillars supporting its Constitution-
al authority.” Yet, the limitation,
wrote Justice Khanna, wasn’t as
much implicit from a reading of
the Constitution as a whole as it
was evident from the very mean-
ing of the word “amendment”. Ac-
cording to him, what could
emerge out of an amendment was
only an altered form of the existing
Constitution and not an altogether
new and radical Constitution.
This interpretation, as Sudhir
Krishnaswamy has shown, in
some depth, in his book, Democra-
cy and Constitutionalism in India,
is compelling for at least two rea-
sons. First, it represents a careful
reading of the text of Article 368,
and, second, it delivers an attrac-
tive understanding of the moral
principles that anchor the Consti-
tution. Article 368 grants Parlia-
ment the power to amend the Con-
stitution, making it clear that on
the exercise of that power “the
Constitution shall stand amend-
ed”. Therefore, if what has to re-
main after an amendment is “the

mina, resources and reasons to be
hopeful of total victory. Their con-
fidence has been reinforced by the
Trump administration’s ‘all bark
no bite’ approach in dealing with
Pakistan.

The Afghan presidential elec-
tion, in which 17 candidates from
different political backgrounds
have registered to compete, is
scheduled to take place in July.
The speedy talk between the U.S.
and the Taliban has created a pa-
rallel process in competition with
the planned presidential election.
Many in Kabul rightly fear that the
U.S. may sacrifice Afghanistan’s
nascent democracy and sovereign-
ty to attain its objectives.

Any agreement between the Ta-
liban and the U.S. at the expense of
the two principal stakeholders —
the Afghan government and the
people — is doomed to fail. The Af-
ghanistan of 2019 is fundamental-
ly different from the Afghanistan
of the 1990s. Despite many short-
comings, the state of Afghanistan
enjoys significant capacity and leg-
itimacy and is endowed with a for-
midable and growing national se-
curity force. On the other hand,
both Pakistan and the Taliban re-
main despised and distrusted by
an overwhelming majority. In
2018, the Asia Foundation’s an-
nual Afghanistan survey and the
nationwide survey conducted by
the Afghan Institute for Strategic
Studies found that over 90% of the
population do not support the Ta-
liban’s cause.

In the words of the Taliban, Af-
ghanistan is “the school of jihad”
for jihadists around the world.
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Constitution”, naturally a change
made under Article 368 cannot
create a new constitution. Such a
construal is also supported by the
literal meaning of the word
“amendment”, which is defined as
“a minor change or addition de-
signed to improve a text”. Hence,
for an amendment to be valid, the
constitution that remains standing
after such a change must be the
Constitution of India; it must con-
tinue to possess, in its essence,
those features that were founda-
tional to it even at its conception.

Now, consider Conrad’s ex-
treme example: were an amend-
ment to be introduced relinquish-
ing control over India to a foreign
power, would it not result in the
creation of a constitution that is no
longer the Constitution of India?
Would not such an amendment
strike at the root of the Constitu-
tion’s Preamble, which, in its origi-
nal form, established India as a so-
vereign democratic republic? On
any reasonable analysis it ought
to, therefore, be clear that the bas-
ic structure doctrine is not only
grounded in the Constitution’s text
and history, but that it also per-
forms an important democratic
role in ensuring that majoritarian
governments do not destroy the
Constitution’s essential character.

We must remember that consti-
tutions are not like ordinary laws.
Interpreting one is always likely to
be an exercise fraught with contro-
versy. But such is the nature of our
political design that the court, as
an independent body, is tasked
with the role of acting as the Con-
stitution’s final interpreter, with a
view to translating, as Justice Rob-
ert H. Jackson of the U.S. Supreme
Court once wrote, abstract princi-
ples into “concrete constitutional
commands”. It may well be the
case that the basic structure doc-
trine is derived from the abstract.
But that scarcely means it doesn’t
exist within the Constitution.

Suhrith Parthasarathy is an advocate
practising at the Madras High Court

n the Taliban and the U.S. at the expense of the Afghan government and people is doomed to fail

Therefore, any arrangement with
the Taliban would have direct im-
plications for other violent Isla-
mist groups. Separating the Tali-
ban from wider global Islamist
movements is the product of West-
ern political duplicity and intellec-
tual naivety.

A trilateral agreement involving
Pakistan, the U.S., and the Tali-
ban’s Quetta Shura will not be ac-
ceptable to other stakeholders in
Afghanistan and the region. Inclu-
sivity, realism, sustainability and
Afghan ownership should drive
the efforts for the peace settle-
ment. For this to succeed, India
should join other like-minded and
concerned stakeholders to ensure
that Afghanistan moves forward
rather than be forced to return to
the dark age of the 1990s.

The people of Afghanistan want
a peaceful, pluralistic and prosper-
ous country. The Taliban can have
arole and a place in building and
living in such a polity, similar to
other Afghan citizens or political
groups. A peaceful and prosper-
ous Afghanistan, a peaceful and
developed region, and the defeat
of the ideology of violent Islamist
groups are all interlinked.

But the people of Afghanistan
should not be forced to choose
between an imposed peace or in-
dependence and a constitutional
order. An imposed peace will
achieve brief victory for one party,
but cause long-term suffering and
will eventually break down.

Davood Moradian is Director General,
Afghan Institute for Strategic Studies,
Kabul
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Detained in the U.S.

It is unfortunate that some
students and their agents
are spoiling the name of
India by resorting to fraud
and unethical means in
getting U.S. student visas
(Page 1, “U.S. visa fraud:
India demands release of
students”, February 3). A
student visa to the U.S. is
much coveted as it opens
the door to quality
education and, possibly, a
well-paying job. This has
led unscrupulous
individuals, sometimes in
collusion with institutions,
to defraud the system. It is
necessary for parents and
students to be vigilant and
not give room to acts that

bring disrepute to the
country and the system.

D.B.N. MURTHY,
Bengaluru

The CBI gets a Director
The controversy over the
selection of the new CBI
Director is a continuation of
the cold war that refuses to
dissipate over the posting of
a Director to head the
premier investigating
agency as well as the
intransigent stand of the
government, which is bent
upon having its own way
irrespective of the
consequences of not having
an independent institution.

V. PADMANABHAN,
Bengaluru

m The dissent by Congress
leader Mallikarjun Kharge is
not surprising as he, just like
his leader and Congress
president Rahul Gandhi, will
always be dissenting,
attacking and accusing the
government on everything
that it does. When the Chief
Justice of India was also one
of the committee members
who cleared the name of the
new appointee, Mr. Kharge’s
dissent has no value.

V.S. GANESHAN,
Bengaluru

Guide to leadership
One of the essential qualities
that our leaders should have
is the ability of succession
planning (‘ColumnWidth’

page, “What qualities should
we expect from our
leaders?”, February 3).

In most of our political
parties, the assumed and
presumed next lines of
leadership are family
members of leaders. In
certain cases, it is a case of
“After me, the deluge”.
Leaders in all spheres should
have the acumen, foresight
and selfless courage to
encourage and develop the
best among their followers to
take up their mantle when
the situation warrants this.
For this to happen, we must
have leaders with
unimpeachable integrity,
rectitude and patriotism.
Unfortunately, India has seen

leaders equating themselves
with the country.

C.G. KURIAKOSE,
Kothamangalam, Kerala

Herbal formulation
The report on the siddha
drug, Nilavembu kudineer,
showing antiviral activity and
immunomodulation was
interesting (‘Science &
Technology’ page,
“Nilavembu kudineer kills
dengue virus, protects from
chikungunya”, February 3).
If anything, it reinforces a
fact of singular importance
in medical research — the
urgent concerns of clinical
care and the ‘trial and error’
experiences that these
concerns beget that have
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[magining alternative futures

Why the Young India Adhikar March calls for greater civic solidarity

DEBADITYA BHATTACHARYA
& RINA RAMDEV

The caricaturing of scientific inquiry
at the recent Indian Science Con-
gress (ISC) is only symptomatic of the
larger ideological thrust through
which institutions of higher educa-
tion in India are now sought to be go-
verned. Further, the choice of venue
for the ISC this year — a private un-
iversity in Punjab — highlights the
boost that investors of private capital
in higher education receive even as
funding cutbacks at public universi-
ties have threatened the closure of
167 centres for women’s studies and
35 centres for studies in social exclu-
sion. That a proposed Jio Institute
was granted the ‘Institute of Emi-
nence’ status much before it could
even open is a grim reminder of state
support now being unambiguously
willed upon the private model.

It is the same political imperative
that is directing public-funded insti-
tutions towards ‘graded autonomy’ —
duly recognised as a covert entry
point for privatisation. The threat to
autonomy is writ large in the recent
moves to scrap the University Grants
Commission (UGC) as a funding body
for higher education, in keeping with
the World Trade Organisation’s man-
date that views education as a trada-
ble commodity, not as a right that ev-
ery citizen can demand of the state.

Right versus privilege

In 2015, the UGC, citing a fund
crunch, resolved to scrap the non-
NET fellowship altogether. After stu-
dent protests across universities
(hashtagged on social media as ‘Oc-
cupy UGC’), articulated how re-
search fellowships were not state
doles but instead sought to incentiv-
ise knowledge creation, the govern-
ment was forced to retract the move.
But soon after, the release of similar
non-NET fellowships for Scheduled
Castes/Scheduled Tribes and minori-
ty students — namely, the Rajiv Gand-
hi National Fellowship and Maulana
Azad National Fellowship — came to
be stalled, pending a new set of gui-
delines that severely curtailed
eligibility.

SINGLE FILE

Smartphone tourism

Tourism apps have nearly destroyed
the joy of discovering places through
word of mouth and local lore

SAMIR NAZARETH

It is peak tourist season in Goa
and, according to reports, the
footfalls have considerably re-
duced compared to last year.
While many reasons are being
cited for this, what is interesting
is the change in attitude among
tourists over the years. While of-
tentimes the confident strut that
a tourist acquires in Goa could
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The Ministry of Human Resource
Development’s All India Survey on
Higher Education (AISHE) Report
2017-18 notes that the Gross Enrol-
ment Ratio across institutions of
higher education has risen to 25.8%
from 19.4% in 2010-11. The GER is an
index of the proportion of citizens
between 18 and 23 years — in every
sample size of 100 — who have struc-
turally secured entry into tertiary
education, while exit figures (drop-
outs) are left unaccounted for.

The inflationary tendencies of
AISHE figures notwithstanding, the
report points out that the GER is
21.8% for SCs and 15.9% for STs “as
compared to the national GER”. Ho-
wever, deeper scrutiny shows that
though the standard formula for cal-
culating GER must take the popula-
tion census in the relevant age group
as the base sample size, the GER for
Dalit-Adivasis is produced by altering
the methodology.

Instead of taking the Census total
as base figure, it is the fractional en-
rolment count that is used to pro-
duce fictions of inflated SC/ST GER.
When population data (Table 38 of
the report) is read in consonance
with enrolment data (Table 14), the
arithmetic shows a GER of 3.72% for
Dalits and 1.35% for Adivasis. But in
an identical age sample of 100 stu-
dents, a minimum of 17 are from Dalit
backgrounds and nearly nine from
Adivasi communities. In actual
terms, therefore, less than four out of
17 SC students and one out of every
nine ST students appear to have en-
try-level access to higher education.
The GER for minority students from
non-Hindu backgrounds is a meagre
1.87% (against the official 7.2%). Ana-
lysed against Census 2011 data, less

than two out of every 20 minority
students move to tertiary education.
Ironically, the enrolment ratio for
Hindu upper castes is 8.47%, imply-
ing that more than eight out of every
10 caste Hindus access higher educa-
tion. The government’s recent elec-
toral gimmick of enabling 10% reser-
vation in educational institutions for
“economically weaker” upper-caste
sections only performs a complete
inversion of affirmative action poli-
cies, especially when documented
data point to an entrenched legacy of
caste-based discrimination.

The withdrawal of non-NET fel-
lowships for the socially marginal-
ised (accompanied by reservations
for dominant caste groups) is in-
formed by a policy transition from a
public-funded model of inclusive
economic planning to a private user-
pay principle. It follows from the re-
form measures proposed by the Am-
bani-Birla Report on higher educa-
tion (2000), and subsequently
vindicated by the National Know-
ledge Commission’s emphasis on
“need-blind admissions” in higher
education. The assumption behind a
near-complete withdrawal of re-
search funding begins by linking the
quest for higher knowledge with an
illusion of proportionately higher
employment opportunities. But the
reality is that with unemployment
rates soaring to a 45-year high, the
government’s disinvestment from
the higher education sector can only
end up creating a highly skilled, low-
ly paid, indebted workforce.

The AISHE report contains traces
of more statistical falsification — ad-
justing “growth” in the number of
teaching positions by changing the
base year for comparison (to 2010-11

from 2013-14). As the report shows
(Table 51), there is a sharp annual de-
cline in the number of teachers em-
ployed since 2015-16. In the past
three years, teaching strength in
higher education institutions has fal-
len from 15.19 lakh to 12.85 lakh, with
most of the losses reflected against
reserved permanent posts. The
move to a 13-point roster in appoint-
ments will only aggravate these loss-
es, till teaching becomes an exclu-
sively upper caste profession.
Alarmingly, through this period of re-
duction in teaching jobs, 104 new un-
iversities have been instituted, 66 of
which are “privately managed”. It is
no surprise that many of the bright-
est minds from the best public insti-
tutions are now lapped up by elite
private universities “equipped with
world-class infrastructure”.

A pushback

It is clear that a nationalist crusade is
only mortgaging public education
systems to transnational capital. This
is also articulated in the “impa-
tience” that Amartya Sen spoke
about in the context of the recent
ISC, an impatience that is fomenting
student unrest in campuses. It is the
same impatience — in the form of an-
ger at being sidelined by iniquitous
government policies that are sup-
planting the vision and promise of
the public university — which is fuell-
ing the student-led ‘Young India Ad-
hikar March’ (to be held on February
7). In the last year or so, one has seen
collective rights assertions in the
form of well-publicised rallies by
farmers, the marginalised and wo-
men - all signs of the anger of diffe-
rent constituencies reeling under the
policies of an indifferent govern-
ment. The ‘Young India Adhikar
March’ is a representation of over 40
youth organisations demanding,
among other things, an end to fee
hikes, gender discriminatory laws, a
syllabus free of “saffron” taints,
alongside the guarantee of employ-
ment and academic, intellectual free-
doms of teaching and learning.

If the ‘publicness’ of public educa-
tion must come to occupy our idea of
the ‘nation’, it is time we march with
our youth and demand the right to
imagine alternative futures.

Debaditya Bhattacharya teaches at Kazi
Nazrul University, West Bengal. Rina
Ramdev teaches at Sri Venkateswara College,
Delhi University

FROM THE READERS’ EDITOR

We need a validation
of good reporting

People suspect claims of policy success that are not

backed by field reports
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A.S. PANNEERSELVAN

A news ombudsman is in a bind when his
criticism of journalism is proved right. While
there is an element of personal satisfaction,
there is also the pain of witnessing profes-
sional shortcomings. In my column,
“Discussing an editorial” (Dec. 3,
2018), I had expressed my reserva- -
tions about the editorial “Number

¥
theory” (Nov. 30), which I felt had | .~
granted the benefit of doubt on the , = -
contentious GDP back series data £ ¢
to the government without subject- &

ing the numbers to close scrutiny.

The practice of data torture

When two members of the National Statisti-
cal Commission resigned recently after dis-
agreement with the government on certain
issues, including the release of a labour re-
port by the National Sample Survey Office for
2017-18, readers pointed out that the issue of
data torture had been addressed in this co-
lumn. One reader even sent a short se-
quence from the British sitcom, Yes Minister,
to show how data are deliberately sup-
pressed by the government. In the sequence,
the Prime Minister (PM) asks his officer:
“Suppose the report is cautious?”

Sir Humphrey: Well, in that case we don’t
publish it.

PM: You mean we suppress it?

Sir Humphrey: No, we simply don’t pu-
blish it.

PM: What’s the difference?

Sir Humphrey: Oh, big difference! Sup-
pression is the instrument of totalitarian dic-
tatorships. We don’t do that in a free
country.

The role of journalism is to cut through
the rhetorical clutter and help the reader un-
derstand the truth. Reports and opinion
pieces are together expected to help us un-
derstand reality. Reporting is the bedrock of
journalism, while opinion pieces provide a
certain gravitas to the profession. Opinion
pieces immediately resonate with readers,
who either agree or disagree with the piece.
The opinion pieces that remain in a reader’s
memory are those that are also validated by
solid reporting. If the findings of a reporter
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be due to an excess of the Goan party spirit, a more cavalier
approach has now become the hallmark of not just Goan but
Indian tourism. Rather than approach tourist destinations
with sensitivity and contemplation, there is now a sense of
bravado, a reckless thirst for adventure, and a mercenary
undertone in interactions with locals.

This could be partly due to the rise of information tech-
nology, particularly online maps and other applications
made available through smartphones that provide tourists a
sense of confidence and purpose in unfamiliar places. Bra-
vado and confidence come from knowing that you cannot
get lost easily, that all your eating and drinking options are
available on the palm of your hand, that even if something
were to happen, help can be summoned immediately.

Smartphones and apps have become the bane of Goa. It is
commonplace, for instance, to spot motorcycle-borne tou-
rists staring intently at their phones or taking selfies while
meandering across public roads, unmindful of the risk to
their lives and others’ lives. The uploading of such photos,
filtered or unfiltered, on social media also means that few
places remain untouched by crowds.

Online apps have made local knowledge and folklore dis-
pensable. Today’s sense of adventure comes from following
online recommendations of unknown people — even if those
suggestions only reinforce stereotypes. What place then for
the wonder of serendipitous discovery on tourist trails?

Online maps and tourism advisory portals also increase
visitors’ Fear of Missing Out. Every potential location to visit
is anointed with a certain number of stars, which creates a
self-fulfilling prophesy for the place and seems to bestow
bragging rights for having been there and done that. Do pe-
ople even truly enjoy these visits any more?

Easy access to online information makes tourists pre-
sumptuous, gives them the false sense of knowing the place,
or, worse still, becoming locals. It also makes tourism inva-
sive and the tourist akin to a predator or parasitic species.

Online information such as tourism apps has nearly killed
the inherent value and worth of word-of-mouth stories and
local lore and brought clichés to the fore. While ignorance
may not any longer be bliss, the Goan experience makes it
hard to argue that knowledge is power, at least the kind that
is in harmony with its surroundings.

The writer is the author of 1400 Bananas, 76 Towns & 1 Million People
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contradict the opinion writer, as a journalist
I tend to trust the reporter rather than the
expert.

German sociologist Max Weber contex-
tualised the role of journalism in relation to
academic scholarship. He wrote: “Not eve-
ryone realizes that to write a really good
piece of journalism is at least as demanding
intellectually as the achievement of any
scholar. This is particularly true when we re-
collect that it has to be written on the spot, to
order, and that it must create an immediate
effect, even though it is produced under
completely different conditions
from that of scholarly research.
It is generally overlooked that a
journalist’s actual responsibility
is far greater than the scholar’s.”
While many recognise the act of
verification as the central func-
tion of journalism, very few re-
cognise journalism’s role of
bearing witness to events. It remains the
voice of the people.

Reports and opinions
All the rhetoric to justify demonetisation and
the multiple revisions of official numbers to
generate a positive narrative for the govern-
ment failed to work because field reports did
not validate the claims of the centres of pow-
er. Let’s look at an important reporting sec-
tion, Ground Zero. Two months before de-
monetisation, on September 17, 2016, The
Hindu carried a field report, “The bane of a
bumper crop”, which documented how the
farmers in Maharashtra’s onion belt were
getting an unprecedented low price for their
produce. A week after demonetisation, a
long report, “The warp and woof of demone-
tisation”, documented the crisis in the gar-
ment industry in Tiruppur. In 2017, there
was another report, “Maximum support,
maximum price”, which attempted to make
sense of agricultural marketing operations.
The gap between reportage and opinion
writers is worrying. In Liberty and the News,
Walter Lippmann wrote: “It does not matter
that the news is not susceptible of mathemat-
ical statement. In fact, just because news is
complex and slippery, good reporting re-
quires the exercise of the highest scientific
virtues.” If claims of policy success are not
backed by field reports, people suspect the
claims. No amount of data suppression can
help build trust with the government’s
pronouncement.

readerseditor@thehindu.co.in
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FIFTY YEARS AGO FEBRUARY 4, 1969
Lakhs pay homage to Annadurai

Several lakhs of grief-stricken men and women from all over
the State to-day [February 3] made a pilgrimage to the Govern-
ment Estate to pay their last respects to Mr. C.N. Annadurai. It
was a vast surging humanity jampacking all the approach
roads to the Government Estate, demonstrating the fact that
the charismatic leader of the South held sway over the hearts
of millions of people. Never before had such a mammoth
crowd been seen paying homage to a departed leader. In fact,
the onrush of people towards the Rajaji Hall in Government
Estate where Mr. Annadurai’s body lay in state, was so great
that repeated attempts to hold them and organise them into
orderly queues failed. Mr. Annadurai’s body was brought to
the Rajaji Hall by about 7 a.m. when thousands of people had
already collected to have a glimpse of their “Anna”.

A HUNDRED YEARS AGO FEBRUARY 4, 1919

DATA POINT

‘Capital’ Libel Suit. Plaintiff Awarded Damages.

At the [Calcutta] High Court to-day [February 3] Mr. Justice
Rankin, delivered a lengthy judgment in the Libel Suit brought

Crime and
punishment

More on the death row | The number of death

at present

sentences handed out by the trial courts reached a new

high last year

200

150
q

100

50

In 2018, 162 death penalty verdicts were pronounced by Indian courts, the highest
since the turn of the millennium. Varun B. Krishnan looks at the types of crime for
which the death penalty was given, and where the death row convicts are lodged

by Mr. C.J. Hallifax, against “Capital”, Ltd., claiming one lakh
of rupees as damages. His Lordship said Mr. Hallifax was a
member of the Punjab Legislative Council, he had served 30
years in the Indian Civil Service and in the course of his career
he had held high offices and posts of exceptional responsibil-
ity and was Commissioner of Lahore when the paragraph
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Where are the convicts? CONCEPTUAL

Jails in U.P., M.P. and Maharashtra Vi

have the highest no. of death row Performathlty

convicts as on Dec. 31, 2018 PHILOSOPHY

Uttar Pradesh

Rap sheet | The highest number of death sentences
between 2015 and 2018 were given for cases involving
both sexual violence and murder. Nine were convicted

Performativity as a concept was first developed by the philo-
sopher of language John L. Austin to define the capability of
language as a mode of action and not just as a mode of de-

under the POCSO Act

Sexual violence and murder
Murder

Rioting and murder
Abduction and murder
Dacoity/robbery and murder
Sexual violence*

Terror

Unknown/other

#Against girls under 12 yrs 0 50 100

The numbers indicate prisoners, not cases
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Source: Death Penalty in India: Annual Statistics 2018 by Project 39A
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NO. OF DEATH ROW CONVICTS

scription. It ran counter to the positivist view of speech as es-
sentially comprising utterances that were either true or false.
Marriage vows, promises of help, judicial verdicts, placing of
bets are all instances of performative utterances that signify
indulgence, and not any verifiable description.

Madhya

The Hindu Podcast: Sri Lanka's constitutional crisis, and the

E—— ] Tamil question

33 66

http://bit.ly/TheHinduPodcastLanka
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THais WORD MEANS

MATUA COMMUNITY
Why are they important for Trinamool & BJP?

ON SATURDAY, Prime Minister Narendra
Modi launched his Lok Sabha campaign
from Thakurnagar, part of Bangaon seat
near the Bangladesh border. He met with
centenarian Binapani Devi, popularly
known as ‘Boro Ma’ and matriarch of the
the Matua community, and shared the
stage with Boro Ma’s grandson Shantanu
Thakur, an emerging leader of the com-
munity. The community isimportant fora
number of reasons. Since 2009, the
Matuas were mostly known to be
Trinamool Congress supporters; Chief
Minister Mamata Banerjee is seen to be
close to Boro Ma; the party has fielded
members of her family in elections.
However, the family has been divided over
its political leanings in recent years.
Matuas trace their ancestry to East
Bengal, and many of them entered West
Bengal after Partition and after the forma-
tion of Bangladesh — the Prime Minister
flagged the Citizenship (Amendment) Bill
during his speech. Matuas are
Namasudras, a Scheduled Caste group
with a presence in at least six parliamen-
tary seats. While no official count is avail-
able,community leaders put their popula-
tion at 3 crore, while a state minister said
there are 1.75 crore Namasudra voters. The
Matua Mahasangha, a religious reforms
movement and a sect, was formed by
Harichand Thakur in East Bengal in the
mid-1800s. Harichand’s grandson P R
Thakur established West Bengal’s
Thakurnagar as headquarters of the sect
after 1947. Boro Ma belongs to the same
family, which still wields influence on the
community. Initially behind the Congress,
the community turned to the Left Front
from 1977 but was disillusioned again, as

TELLING NUMBERS

PM Narendra Modi with emerging
Matua leader Shantanu Thakur. P11

citizenship and land rights eluded many. In
2009, Leftleaders and Mamata separately
approached Boro Ma, who chose the lat-
ter. In 2010, Boro Ma made Mamata the
chief patron of Matua Mahasabha; in 2011,
the government provided grants to spruce
up Kamonasagar, the community’s holy
pond in Thakurnagar. In 2018, Mamata vis-
ited Boro Ma and the government later an-
nounced a welfare board for Matuas.
Boro Ma'’s son Kapil Krishna Thakur
won the Bangaon Lok Sabha on a
Trinamool ticket in 2014. After his death,
his wife Mamata Thakur won the seat. Her
rival was also from the family — Subrata,
another grandson of Boro Ma, and in the
BJP. Subrata’s father Manjul Krishna
Thakur (Boro Ma’s son) was a Trinamool
minister of state but later he and Subrata
joined the BJP. Shantanu too is Manjul
Krishna’s son, and organised Saturday’s
event; he invited Modi to speak.
RAVIKBHATTACHARYA

Kerala review finds 1in 3
women, 1 in 4 men overweight

OVERWEIGHT, OBESE

2005-06 2015-16
Female, Kerala

2005-06 2015-16
Female, India

ONE IN every three women in Kerala,
and atleast one in four men, are obese
or overweight, according to the State
Economic Review-2018 which was
presented in the Assembly recently,
and other aspects of which were re-
ported in The Indian Express last week.
The proportion of overweight women
and men in the Kerala population, in
2015-16, was roughly one-and-half-

2005-06 2015-16
Male, India

2005-06 2015-16
Male, Kerala

times times the national average for
either gender (see graphs). Compared
to 2005-06, the proportion of over-
weight women in Kerala increased by
nearly one-fourthinadecade, and that
of overweight men by over half. While
these ratios increased more sharply at
the all-India level during this period,
they remained far higher in Kerala.
EXPRESS NEWS SERVICE
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THE QUESTIONS
THAT MATTER
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LAST MONTH, West Bengal witnessed an
enormous rally. Leaders from 23 political par-
ties from various states took the stage at
Kolkata’s Brigade Parade Grounds, led by
Trinamool Congress chief and Chief Minister
Mamata Banerjee. It was a show of strength
against the BJP-led government at the Centre.

On Saturday, Prime Minister Narendra
Modi launched the BJP’s Lok Sabha campaign
with rallies in West Bengal. He began at
Thakurnagar near the Bangladesh border
and asked the Trinamool Congress to back
the Citizenship (Amendment) Bill, which re-
laxes citizenship eligibility rules for certain
sections including Hindu immigrants from
Bangladesh.

Alook at what makes West Bengal so im-
portant in the Lok Sabha polls:

Why is the BJP repeatedly underlining a
focus on West Bengal?

West Bengal has traditionally been a Left-
leaning state. When BJP president Amit Shah
chose Naxalbari, home of the Naxal move-
ment, as the starting point of his nationwide
tour in April 2017, Left leaders saw it as a
statement by the BJP-RSS combine against
Left and extreme-Left ideology. This was the
narrative in Tripura too, where the BJP dis-
lodged a 25-year-old Left government last
year. And in Bengal, after the Left Front's
ouster, it is Mamata’s Trinamool Congress
that is now called the “new Left”. Its Singur
and Nandigram land movements had been
styled on Left-styled movements and even-
tually brought Mamata to power in 2011.

Right versus Left aside, the size of West
Bengal and the strength of the Trinamool
Congress, too, are important. The party is often
described as a possible kingmaker in the Lok
Sabha elections. West Bengal has 42 seats, be-
hind only Uttar Pradesh (80)and Maharashtra
(48), which could determine post-poll gov-
ernment formation. Evenin the 2014 elections
that were marked by a huge mandate for
Narendra Modi, the Trinamool won 34 of
these 42 seats, conceding only Darjeeling and
Asansol to the BJP. This made the Trinamool
the fourth largest party in Lok Sabha. If it does
well in 2019, all eyes will be on whether the
party would pitch Mamata as a possible prime
ministerial candidate in a coalition.

So, has the BJP been gaining ground in
West Bengal?

During its nationwide surge in the 2014
general elections, the BJP captured 17% of
West Bengal’s vote, its best performance ever
in the state. In the 2016 Assembly polls, the
BJP share dropped to 10%, but the party has
kept up the pressure. The failure of a Left
Front-Congress understanding provided the
BJP with an opposition vacuum to occupy. In
almost every bypoll since 2016, the BJP has
been ahead of the Congress and the Left
Front, claiming the role of main opposition.
The BJP’s performance relative to the rest of
the opposition has encouraged organisations
such as the RSS, the VHP and the Bajrang Dal,
which had little presence in the state earlier,
to become more assertive.

By April 2017, the RSS-BJP combine had
announced 175 Ram Navami celebrations
across districts. Over the next two years, the
state witnessed unprecedented “armed pro-
cessions” for Ram Navami. These resulted in
the Trinamool Congress taking out its own

BJP vs Didi: Why West Bengal holds one key to Lok Sabha

State & Centre focus in
battle of ruling parties

BJP challenges Mamata Banerjee on home turf; Trinamool Congress sees bigger role for her at Centre
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PM Narendra Modi’s audience in Thakurnagar of North 24-Parganas district Saturday. Partha Paul

THE SWING: LOK SABHA POLLS
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Trinamool 31% 40%
BJP 6% 17%
Left 42% 30%
Congress 13% 10%
B LeftFront [ Trinamool

Congress [ BJP [ Others

2009 |

2014

Ram Navami processions. Both parties later
announced celebrations on Hanuman
Jayanti, also unprecedented in Bengal.

Some of the Ram Navami processions
were marked by communal clashes —
Hooghly in 2017, Ranigunj and Asansol and
Purulia in 2018. There also were other vio-
lent clashes, including in Dhulagarh and
Uluberia (Howrah) in December-January
2016-17; the BJP eventually displaced the
CPM as the main opposition in last year's
Uluberia bypoll.

So, is the battle really between the
Trinamool and the BJP?

That is the way it is being viewed, al-
though both the CPM and the Congress con-
tinue to be players. Critics of the Trinamool
say the tide is turning against the party after
the violent panchayat polls in May 2018, in
which the party won 34% of the seats uncon-
tested, amid allegations that it did not allow
opposition candidates to contest or voters to
vote. Critics say this loss of image will turn
Trinamool voters towards the BJP, and that
factionalism too will drag the ruling party
down. Other observers, however, say it re-
mains to be seen whether the votes gained
by the BJP will translate into a significant
number of seats, and whether the votes lost
by the Trinamool will go mostly to the BJP or
will also be shared by the Left Front and

Congress. In fact, the BJP too has various
power centres, and is already slipping in its
existing seats. In Darjeeling, the Trinamool
successfully quelled the Gorkhaland agita-
tion, and split the Gorkha Janmukti Morcha
between leaders Bimal Gurung (who has
gone underground ) and Binoy Tamang, who
is seen as close to the Trinamool.

How well is the BJP placed?

Its immediate plank appears to be the
Citizenship (Amendment) Bill, hoping that
it will attract the votes of Bengali Hindu im-
migrants from Bangladesh with the
prospect of easy citizenship. Before Modi’s
Thakurbari rally, Amit Shah had announced
that the Bill would be a major poll issue in
Bengal. Analysts say it is too early, however,
to guess how much traction the Bill will gain
in the state.

Besides, the BJP is up against a ruling
party that will count several factors in its
favour. Mamata retains much of her mass ap-
peal, even after the perceived decline in pop-
ularity following the panchayat polls. Her po-
litical narrative over the last few years has
been about targeting the Centre and advo-
cating federalism. Analysts believe that just
as Jyoti Basu benefited from a fractured op-
position during the Left Front years, so will
Banerjee from fractures in the BJP. Long-time
observers note that the Left Front had con-

solidated strongly after its first two terms,
with 252 out 0of 294 Assembly seats; Mamata
is now in her second term. And while the
Congress enjoys Muslim support in certain
districts, the Trinamool Congress is still con-
fident of winning the bulk of this segment
(30% of the population) by pitching itself as
a counter to the BJP. The party has also con-
solidated the voter base of the poor, handing
out benefits including rice at Rs 2 per kg, and
free bicycles for schoolchildren.

What about the Congress and CPM?

It can be argued that the main reason be-
hind the rise of the BJP has been the decline
of the Congress and the Left parties as oppo-
sition parties. The Congress decline had be-
gun in 1998 itself, with the arrival of the
Trinamool Congress as the main rival of the
Left Front. Subsequent alliances between
the Trinamool and the Congress, in 2009
and 2011, led to a further erosion in the
Congress base. The Muslim-dominated bor-
der districts of Murshidabad, Malda and
North Dinajpur, however, remain predom-
inantly Congress bastions.

About the Left, supporters as well as critics
say that the decline has happened primarily
because the CPM has been unable torevive it-
self organisationally and strategically after the
Singur and Nandigram agitations. Thereis also
disagreement within the CPM, with leaders
in Bengal continuing to oppose the Trinamool
Congress and another section of leaders — out-
side the state — not ruling out an alliance.

Both the Congress and the Left Front are
organisationally weak, with large numbers
of workers having left to join the Trinamool
since 2011. On the other hand, many have
joined the BJP too.

Between them, the Congress and the CPM
won six seats in 2014. If the Congress-CPM
combine were to retain its seats, and given
the strength of the Trinamool, analysts see
West Bengal as a difficult state for the BJP to
make major inroads into.

— NEXT
#7 Maharashtra: What
factors are at play in

the Congress-NCP alliance?

How ICICI clawback can be a game-changer in India’s financial sector

SHAJIVIKRAMAN
NEW DELHI, FEBRUARY 3

governance practices and conduct. And
that it may not be easy to get away when
the line is breached. The boards of many

listed firms, too, should now be under pres-

THE ICICI Bank board’s decision to treat the
exit of its former CEO Chanda Kochhar as a
dismissal after an internal probe by Justice B
N Srikrishna had found that she had violated
the lender’s norms, or code of conduct, marks
perhaps a game-changing moment inIndia’s
financial sector. For, the blow is not just in
terms of loss of a high-profile office but, more
importantly, is monetary. The decision of the
bank to claw back bonuses — in other words,
get her to repay incentives paid to her since
2009 besides stock options accrued to her
while she was CEO — promises to be huge.
The Indian Express (January 30 edition) has
calculated that her potential losses could be
as high as Rs 9.82 crore as performance
bonus between April 2009 and March 2018
while she was CEO, and Rs 221 crore as the
current value of her over 57 lakh shares
granted by the bank over these nine years.

The big signal

One of the signals for higher executives
in the Indian financial sector is that this
could be a trigger for greater scrutiny of
their performance vis-a-vis their remuner-
ation packages and measured against their

sure to act rather than hastily defend their
CEOs.In India, the regulators do not explic-
itly prescribe such ethical codes. The ICICI
group’s Code of Business Conduct and
Ethics, 2018 says these are something that
a well-respected institution must have in
place and adhere to on an ongoing basis.
“We therefore expect a high level of ethi-
cal conduct. You must conduct your duties
according to the language and spirit of this
code and seek to avoid even the appear-
ance of improper behaviour,” it says. ICICI's
decision now, coming after an initial re-
sponse of denial and backing the CEO then,
is likely to build pressure on the boards of
many other listed firms to be guided more
by the interests of their shareholders rather
than the management.

New in India, not in West

The term “clawbacks” gained currency
in India after the RBI under then Governor
Urjit Patel hit private banks — including
ICICI, besides Axis Bank and Yes Bank —
hard for divergence between the accounts,
or financial information, furnished by them
and the one reviewed by the regulator. The
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Kochhar has to repay incentives. PTI

RBI stepped in to stop performance-based
incentives such as bonuses and stock op-
tions in the year in which divergences were
found. But instances of such clawbacks are
common in the US and Europe, with statu-
tory rules in place to act as as a deterrent
against restating of financial statements and
to discourage excessive risk-taking and mis-
conduct by corporate leaders. The pitch had
been cleared in India before 2014, when the
RBIunveiled rules to enable bank boards to
act against senior bankers in cases of viola-
tion of the Code and governance practices.
That was built on by a committee formed
by the RBI to review governance in bank
boards and headed by P ] Nayak, a former

chairman of Axis Bank, which in 2015 rec-
ommended that the RBI impose penalties
through cancellation of unvested stock op-
tions and claw back monetary bonuses
from officials whenever greening of loans
was detected. Interestingly, the committee
recommended this at a time when banks
were reporting good numbers but when
there was anecdotal evidence of funding of
accounts.

Rule changes elsewhere

The corporate scandals in the West had,
as early as 2002, prompted a change of rules
in the US. Provisions on clawback were in-
corporated in the Sarbanes-Oxley Act to
make CEOs and CFOs more responsible for
honest financial reporting. It is another mat-
ter that even in the country with the world’s
deepest financial markets and most pow-
erful regulators, it took considerable time
to enforce this. In 2010, one of the
Commissioners of the US Securities
Exchange Commission (SEC), Luis A Aguilar,
in a speech at the University of California
conceded that the delay in enforcing this
important law deprived investors of the
benefit of the law and the accountability
that the Congress sought to foster. Fewer
companies would have then restated their
accounts and fewer investors would have

been harmed had the law been enforced,
he pointed out. The same could be said of
some of the boards of top Indian firms as
also the regulators. This law was followed
by the Dodd-Frank Wall Street Reform and
Consumer Protection Act after the global fi-
nancial crisis to address incentive-based
compensation arrangements with claw-
back provisions, designed again to prevent
excessive risk-taking,

Top-heavy stock options

N R Narayana Murthy, a founder of
Infosys which popularised the concept of
stock options in the country almost two
decades ago, despairs now at the lack of self-
restraint by senior managements in re-
warding themselves. He wants boards to
create a climate for fairness with their ac-
tions and to ensure that compassionate cap-
italism is acceptable to many Indians.
Interestingly, Infosys and Axis Bank were
two standout firms which fostered a cul-
ture of granting stocks to staff-members
across the board to ensure that all of them
were stakeholders. In some of India’s listed
private banks, like Axis Bank for instance, it
has been limited to the top deck over the
last few years. The last CEQ, in fact, ended
with over 13 lakh options, raising questions
about the link between performance and

rewards and board generosity.

The lessons
In an interview to The Indian Express,

Murthy had suggested that firms should
consider granting such incentives or stock
options over time, to ensure demonstrable
commitment over the medium term. That
would mean granting it over amuch longer
period and enabling boards to act swiftly
when there is misgovernance. In that 2010
speech, ‘An Insider’s View of the SEC’,
Commissioner Aguilar listed instances
where the US regulator chose to sit on the
sidelines. Rarely do regulators admit that
they have not often listened to investors.
Aguilar did that, saying “itis important that
the SEC learns the lessons from the past”.
Indian firms, their boards, management and
regulators could also choose to do that.

The clawback now announced by ICICI
will be tested legally and the outcome will
have a bearing on future action against other
chiefs too. There s still work left. India’s finan-
cial regulators and the government should
come together to work on a design — taking
into count global best practices for a law to
checkabuse of incentive based remuneration
by senior corporate executives. A show of
greed by some of them should not take away
the sheen of stakeholder capitalism.
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BECAUSE THE TRUTH

INVOLVES US ALL

STAND YOUR GROUND

CBI's new director takes charge at a time when the agency
looks most vulnerable. He will be watched closely

HE CBI'S NEW director, Rishi Kumar Shukla, takes charge of India’s premier

investigative agency in a delicate moment. Seldom has the agency, which is

expected to boldly probe high-profile and politically-freighted cases, looked

more shaken, more vulnerable. It is true that criticism of the CBI's function-
ing and scepticism over its claims to impartiality and independence, are nothing new. It
was in an earlier regime, after all, that it earned from the Supreme Court the unflattering
descriptor of “caged parrot”. Yet, the civil war that has raged within, at the top echelons
of the agency, and the controversy that has surrounded it over the last year and more
have been unprecedented. They have not only shone harsh light on the CBI, but they have
also drawn out the worst in other institutions — be it the political executive which short-
circuited due process and made controversial moves in the dark, the court which dis-
played undue concern for sealed covers and left important questions unanswered, or the
Central Vigilance Commission that appeared to take sides in the tussle within the agency
and lend a convenient shoulder for the government to fire from. The new director’s ap-
pointment has itself kickstarted fresh controversy, with the Leader of Opposition, one of
the three members of the high-powered selection committee, alleging that laid out eli-
gibility criteria have not been scrupulously adhered to. But the imperative now is for the
new chief to lose no time in getting down to work to repair and restore the CBI's image
and credibility.

It won't be easy. If the CBI is weighed down by the recent controversies, it is also
hemmed in by long-standing structural constraints, such as the lack of a specific law that
defines its mandate and insulates it from extraneous influence. If it is criticised for bend-
ing to the will of the government of the day, it is also rebuked by a senior minister in the
government of “investigative adventurism”, as in the ICICI case. But going ahead, any at-
tempt to course correct can draw strength and succour from the legislative intent in statu-
tory enactments such as the CVC Act of 2003 and the (amended) Delhi Special Police
Establishment Act of 1946 apart from the apex court’s directions in the Vineet Narain
case which, among other things, laid down a minimum fixed tenure for the CBI director.

Of course, a course correction will also depend upon the restraint and respect the
government shows for due process in its dealings with a non-elected institution and
the vigilance of the court in holding it to account if it falls short. In the end, however, an
institution’s autonomy and independence is also, and crucially, a function of its own
willingness and ability to stand its ground. The CBI's new chief must know that he will
be watched closely.

OLD, NEW WELFARE

BJP speaks a language similar to that of the Congress.
This may not be as surprising as it seems

N 2014, NOT long after his government assumed power at the Centre, Prime
Minister Narendra Modi, in a stinging criticism of the Mahatma Gandhi National
Rural Employment Guarantee Act, dubbed it a “living monument” to successive
Congress regimes’ failure to address poverty. By shifting the focus of public spend-
ing from handouts to the provisioning of basic amenities and productivity-boosting as-
sets — rural roads, houses, electricity, toilets, broadband connectivity — and by replacing
open-ended subsidies with targeted direct benefit transfers, he seemed to signal a break
from the old welfarist model of redistribution sans growth. Yet the Modi government's
interim budget highlights the Rs 60,000 crore provision made for the MGNREGA for 2019-
20 and announces a new direct income support scheme for marginal and small farmers
that will cost the exchequer Rs 75,000 crore in the coming fiscal. The fact also is that this
government's term has not seen a single major case of privatisation or increase in the su-
per-subsidised retail price of urea or rice or wheat sold through ration shops.

Almost three decades after the unveiling of economic reforms, India's mainstream
political parties are increasingly speaking the same language on welfare. The new polit-
ical positioning of the BJP stands in contrast toits earlier belief that growth is the best an-
tidote to poverty. This apparent shift may be born out of pragmatism and the fear of ced-
ing space to its challengers. Whatever be the reason, the kind of competing welfarism
thatis now on show is certain to dismay sections of economic policy-makers, industry and
investors. But it is also a signpost of India’s political economy at work and a reflection of
the sobering fact that irrespective of the colour and stability of the regime, the direction
of reform hinges on political will. Sure, there have been structural reforms over the last
decade or more across governments. But there is also a clear Laxman rekha that the main-
stream national parties seem to have drawn.

Given arelatively short five-year political horizon, it is natural that parties will choose
to pursue at best incremental reforms, or take a gradualist approach which ensures that
few boats are rocked. Yet, it is also true that in the post reforms period, no government has
reversed any major policy pursued by a previous regime, thus providing a measure of
comfort to business and industry. Well-meaning policies aimed at welfare maximisa-
tion or redistribution are bound to succeed only when the state has both fiscal and im-
plementation capacity. Some of India's leaders appear to recognise that — which per-
haps explains the weak consensus for major reforms. It is all very well to say that growth
will lift all boats, but ultimately, as has been said, politics is the art of the possible.
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WORDLY WISE
CHARITY IS NO PART OF THE LEGISLATIVE

DUTY OF THE GOVERNMENT.
—JAMES MADISON

Budget’s how question

It shows fiscal discipline, has provisions to win over
many voter groups. But it lacks a roadmap

KIRIT S PARIKH

THE FINANCE MINISTER began with re-
counting the major economic achievements
and reforms carried out by the government
over the last four-and-a-half years. Inflation
is controlled, which was the lowest during
the tenure of this government, and was 2.19
per cent in December 2018. The government
has walked the talk on corruption; banking
reforms and the insolvency and bankruptcy
code have put banks on a path to recovery
from the high burden of NPAs; the fiscal
deficit is contained to 3.4 per cent of the GDP;
foreign investment inflows have been $239
billion over the last five years and the path-
breaking structural reform of GST has been
carried out.

In addition, he pointed out the achieve-
ments in the social sector. The Swachh Bharat
mission has reached 98 per cent of rural
India, with 5,45,000 villages becoming open
defecation free. Under the Pradhan Mantri
Awas Yojana, 1.53 crore houses have been
built. Electricity has been provided to 2.18
crore homes, 143 crore LED bulbs have been
distributed. Health cover has been improved
and the world’s largest healthcare pro-
gramme, Ayushman Bharat, has already ben-
efited 101lakh families. All these are creditable
achieverments.

At the same time, many measures have
been announced which may be considered
as motivated by the coming election, cov-
ering many different groups. Among these
are the Rs 6,000 per year promised to small
farmers owning less than two hectares
through transfer to the bank accounts of
some 12 crore farmers. The first instalment
will be disbursed this financial year, before
the election. Though it does not include
landless farmers, most agricultural labour-
ers do own a small piece of land. Also, a pen-
sion scheme of Rs 3,000 per month after the
age of 60 is proposed for unorganised sec-
tor workers with a monthly income up to
Rs 15,000. In addition, a number of tax con-
cessions have been offered to middle-class
taxpayers. The exemption limit has been
raised to five lakh and with certain invest-
ments, no tax will be payable for income up
to 6.5 lakh. Deductions for medical ex-

With 4 per cent inflation, 7.5
per cent growth, a less than 3
per cent increase in tax
collection efficiency will
suffice to reach this target.
The budget, then, does not
look like a pie in the sky. The
FM outlined a 10-point
vision for the country for the
next decade. Such vision
goals have been with us for
decades. For example,
eliminating poverty in 15
years has been the goal of
our plans, including by the
committee set up before
Independence by the Indian
National Congress under
Jawaharlal Nehru and the
plan made by Bombay
industrialists (the Bombay
Plan). The missing element
is: How are these goals going
to be realised?

penses for senior citizens, student loan
interest, home loan interest have also
been raised.

The question arises: How are these to be
financed? The expenditure on farmer in-
come transfer is projected to be Rs 75,000
crore for 2019-20 and Rs 20,000 crore for
the current financial year. We look at the
items under which the allocation in the
budget has increased substantially over the
revised expenditure estimate for the year
2018-19. Urea subsidy is to increase from Rs
45,000 crore to Rs 50,000 crore. Direct ben-
efit transfer allocation increases from Rs
16,500 crore to Rs 29,500 crore. Investment
in non-governmental undertakings in-
creases from Rs 9,400 crore to 15,800 crore.
Transfer to national investment fund is
raised from Rs 40,100 crore to Rs 50,600
crore. Apart from these, there are small in-
creases and decreases in the outlays on ma-
jor schemes. The revenue of the govern-
ment is projected to increase by 14.33 per
cent over the revised estimate of 2018-19.
This is only a bit optimistic. With 4 per cent
inflation, 7.5 per cent growth, a less than 3
per centincrease in tax collection efficiency
will suffice to reach this target. The budget,
then, does not look like a pie in the sky.

The FM outlined a 10-point vision for the
country for the next decade. Such vision
goals have been with us for decades. For ex-
ample, eliminating poverty in 15 years has
been the goal of our plans, including by the
committee set up before Independence by
the Indian National Congress under
Jawaharlal Nehru and the plan made by
Bombay industrialists (the Bombay Plan).
The missing element is: How are these goals
going to be realised?

The budget does not elaborate on how
higher growth rate is to be attained nor how
massive employment is to be created. We
have seen that the level of investment and
industrial production have not been grow-
ing at a sufficiently high rate. No new meas-
ureis proposed to accelerate these. The high
level of unemployment that has been re-
ported is based on the NSS report that has
not been released by the government. If this

is an indication of unwillingness to accept
the reality of joblessness, the much-needed
measures to create jobs may not be forth-
coming. Employment in well-paying jobs re-
quires a well-educated and skilled work-
force. This is going to be especially important
in the coming knowledge, innovation and ar-
tificial intelligence-driven global economy.
While the budget makes a small additional
provision to increase quality in higher tech-
nical education, the main thrust needed —
raising the quality of primary and secondary
education — is missing.

Similarly, while the budget has increased
the outlay for research, the increase is mod-
estand the total outlay is grossly inadequate.
China, within a decade or so, has become a
major technology power, caught up with the
US and is a dominant exporter of new tech-
nological products, solar panels, smart-
phones, global software and online services
that rival Google, Amazon etc. India seems
to be standing by the wayside. Our techno-
logical vision seems to be confined to the
space programme and atomic energy. Large
allocations are made for atomic energy,
which has so far delivered little compared to
the resources put intoit. If we want a clean air
and solar power-driven economy, we need
to spend a lot of money on solar research to
reduce its cost and develop low-cost energy
storage systems.

Also, how the goal of clean rivers is to be
realised is not clear. The allocation on
Namami Gange has been reduced as the re-
vised expenditure in 2018-19 is way below
the budget allocation. Cleaning rivers will re-
quire massive efforts, which we have not
been able to make even to clean one river,
the Ganga. Let us hope we have more suc-
cess in the future.

To conclude, the budget has reasonable
estimates of revenue and is disciplined. It has
also made many provisions to win over many
voter groups, who it hopes will vote for the
government. What is not clear is how the vi-
sion is to be attained.

The writer is chairman, Integrated Research
and Action for Development (IRADe)

VRINDA SHUKLA

OH SO ‘BACKWARD’

Metropolitan notions of progress are challenged by the lifestyle of a Naga tribe

MON. THE NAME will not ring a bell for most
of us. The land of the last legendary head-
hunters, this picturesque district of Nagaland,
running along the Myanmar border, is one of
the remotest in the country. Mon is also typ-
ically considered one of the most “backward”
districts. In my one year of work and stay at
Mon, I, however, have often felt compelled to
contemplate on what it really means to be
backward. Having grown up in one of the
most prosperous and well-administered
parts of India — in and around Chandigarh —
and having lived in two megalopolises —
Boston and London — I thought I knew what
it means to not be backward. The people of
Mon, belonging to the Konyak Naga tribe,
continuously challenge my hitherto held
clichéd notions of advancement and back-
wardness. [ share the story of one such sub-
version.

One of the grandest annual celebrations
in Mon is the “Lao-Ong Mo”, a post-harvest
festival of the Konyaks. I too was invited to ex-
press gratitude to the divine spirits for the
bountiful harvest by way of praying, singing,
dancing and feasting. It was a spectacular af-
fair, attended, inter alia, by a posse of political
leaders, senior government officials, heads of
village councils and local unions. The feast
was a gastronomical delight — tables groan-
ing under the weight of an endless array of
dishes, prepared from the freshly harvested
produce. But more than the colourful cuisine,
it was the unique dining experience that
struck a real chord. As I walked into the din-
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At the end of the festival, I
scanned the vast ground and
the massive dining hall and
found not a trace of refuse. 1
stood there for a while,
satisfied to have had my
stereotypes about
‘backwardness’ take a
beating. It was a reminder
that true advancement must
encompass the good sense to
clean up after ourselves.

ing hall, abearer, decked in her traditional fin-
ery, handed me a beautifully woven bamboo
food tray. The tray was shaped quite like a
North Indian thaal/thaali, sturdy yet light to
hold. It was lined with fresh green leaves.
After I had finished eating, another equally
charming bearer swiftly cleared away my
tray. I followed my gentle helper, out of cu-
riosity, to the room meant for disposal. I saw
her upturn the tray into alarge waste bin, also
made of bamboo. The leaves had been lined
on the trays with such skill that they fell into
the bin as a neat little packet with all the waste
food secured inside, without any of it soiling
the tray, and without the cleaner having to
touch any leftovers. The trays were being col-
lected for sunning and reuse.

As per the Konyak tradition, an anti-oxi-
dant rich black tea, called “phika” is served
after food. I was again thrilled to find my
steaming phika cha poured into adisposable
glass, carved out of bamboo stem. Such a
seamlessly biodegradable pattern of food
consumption was a first-of-its-kind experi-
ence.l was also one of the luckier guests, who
received a gift hamper of local produce.
Recently harvested millets, spices and veg-
etables were meticulously packed in firm
packets made of palm leaf, and all the pack-
ets were tucked inside a beautiful sturdy
bamboo basket. Not a speck of plastic was
used in the otherwise usual guzzlers — feast-
ing and packaging.

Generally, public events of such scale, both
in India and abroad, would generate an

abominable quantity of non-biodegradable
waste. Material prosperity, associated with
high-end retail and luxurious lifestyles, but
built on toxic and unsustainable consump-
tion patterns, may not quite be a sign of ad-
vancement. For instance, Starbucks’ reported
consumption of plastic, of which the straws
alone annually contribute 2,000 tonnes of
plastic to the world’s oceans, is exacerbating
global menaces like the Great Pacific Garbage
Patch and threatening the marine ecosystem.

Atthe end of the festival, I scanned the vast
ground and the massive dining hall and found
not a trace of refuse. I stood there for awhile,
immensely satisfied to have had my stereo-
types about “backwardness” take a beating,
yet again. It was a powerful reminder that true
advancement must encompass the good
sense to clean up after ourselves and the
thoughtfulness to adopt consumption pat-
terns generating as little waste as possible.

My experiences in Mon regularly reveal
to me that there is more to every story and so
much to learn in places one might little ex-
pect. This new year, let's embrace advance-
ment by looking beyond the constructed nar-
rative, shrugging off generalisations, and
learning from one another’s transformative
ideas and cultural wisdom, even those in far-
away corners.

The Father of the Nation would have been
proud of Mon. I certainly am.

The wrriter, 29, is an IPS officer.
Views are personal

| ¥ hmdrn Sk ey w4l

wuh Vb o g

:lu: Tl = wpall

|

jus e i o 1 et (R OE

Ll . e 1

]L e L & “;,:

Ei_ o R

e b ) ;
e =

;
Bpgies @ b

FEBRUARY 4, 1979, FORTY YEARS AGO

KHOMEINT'S CALL

AYATULLAH RUHOLLAH KHOMEINI said a
new constitution for an Islamic republic of
Iran had been completed and warned of holy
war if the Shah-appointed government did
notresign. In his first news conference since
returning from 14 years of exile, Khomeini
said he would appoint a provisional govern-
ment to prepare for national elections to rat-
ify his constitution. The prime minister,
Shahpour Bakhtiar, has pledged to remainin
power “in the fortress of the constitution”.
He has promised to ignore any rival govern-
ment established by Khomeini, the architect
of the uprising against Shah Mohammad
Reza Pahlavi. In an effort to avert a possible

coup, Khomeini said there had been contacts
between his supporters and the military and
if necessary, there will be contacts later on.
“We want the army to be independent,”
Khomeini said. “They are our sons and we
love them. We want them to come in to the
arms of the people and we will embrace
them,” he said.

CM IN A Soup

RAM NARESH YADAV will be asked to face a
no-confidence motion in the legislature
party or resign from the chief ministership.
These options will be offered to the UP chief
minister when Yadav calls on Chandra
Shekhar. The party high command, it seems,

has made up its mind that Yadav should “bet-
ter quit and make way to someone who can
run the UP administration on non-factional
lines. The Jana Sangh is spearheading the at-
tack on Yadav.

FrLasaroiNT UP

THE POLITICAL CRISIS in UP reached a flash
point with the resignation by eight Jana
Sangh ministers and the collection of signa-
tures of the majority of the Janata Legislature
Party by the pro-changers. The resignations
of the eight cabinet ministers, six of whom
were served with virtual quit notice last night
by the chief minister, are being taken to Delhi
for being handed over to the party president.
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The boundaries of welfare

Interim budget indicates that the government’s electoral strategy is to win over the
‘intermediate classes’ while ignoring the poor

no

carrieditspenchantforundermininginsti
tu- tions to the national budget itself.
Not only has it treated what should have
been an in- terim budget, as its tenure
lasts barely two
monthsintothe newfinancial year,asafu
1I- fledged budget, but it has also
palpably re-
frained fromapplyingits mind to several k
ey

budgetary schemes.Theaimhasbeennot
to

launchsomesseriously thoughtoutschem
es

forthe poorbuttocreate hype-worthy ne
WS.

Consider the three main “sops” of the
budget. Twelve crore “small landholding fam-
ilies” are to be given Rs 6,000 each
annually.
Thisisapaltryamount,butletusignoreth
at.

The scheme doesnotdistinguishbetween
ir- rigated and un-irrigated tracts.
Minister Piyush Goyal also did not
specify whether “landholding” refers to
“land-owning” or “land-operating”, and
whether “land” in- cludes “homestead
land”. But one can infer that he was
referring to “non-homestead”
“land-owning” households.Indeed accordin
g
totheNSS(Report571)thenumberofhous
e- holds with “ownership holdings”
between 0.002 hectares (below which
land would be solely for homestead) and
2 hectares, comes to 13.3 crore in 2013,
which is close to the number he
mentioned. What this means, however,
is that both labourers and tenants are left
out of the scheme. In short, a host of
absentee landowners would get the
govern-

dating of land records that established land
ownership. But given the abysmal state of
land records in the country as a whole,
whose rectification would take months at
the very least, the idea that immediate pay-
ments within the current financial year itself
can be made to the deserving beneficiaries,
and that too to the tune of Rs 20,000 crore,
defies reason. Little thought has clearly gone
into the launching of this scheme.

As for the pension scheme for the workers
in the unorganised sector, it does not prom-
ise a pension to the existing old people; it does
not promise a pension that is half the mini-
mum wage, which has been along-standing
demand, and which, if implemented, would
mean a pension of around Rs 5,000 per
month today itself, compared to the prom-
ised Rs 3,000 per month 30 years from now
fora29-year old of today; above all, however,
it is a contributory scheme. Minister Goyal
talked about the government contributing a
matching amount, but the figures he cited be-
lie this promise. If a male worker just turned
29 pays Rs 100 per month until he is 60, then
by that date he would have contributed a to-
tal sum close to Rs 1,50,000 at 8 per cent an-
nual compound interest rate. Given the cur-
rent male life expectancy of 65 years, he
should be able to live the remaining five years
of his expected life at almost Rs 3,000 per
month out of his own savings. Where, then, is
the government’s matching contribution to
the pension scheme?

This scheme, in short, is essentially a sav-
ings scheme, not a pension scheme. It cre-
ates a saving instrument for unorganised sec-
tor workers, but is not a pension scheme with
substantial government contribution. Much
noise, however, will no doubt be made about
how it helps 10 crore unorganised sector
workers.

The third major “sop” relates to income
tax rebate, where the main provision is that
individuals having annual taxable income up
to Rs 5 lakh will get full tax rebate and will
not be required to pay any income tax. This,
curiously, is not expected to make much of a
difference toincome tax revenue: The share
of income tax receipts to GDP is expected to
go up despite these concessions from 6.4 per
centinthe current year's revised estimate to
6.6 per cent next year.

As for the pension scheme
for the workers in the
unorganised sector, it does
not promise a pension to the
existing old people; it does
not promise a pension thatis
half the minimum wage,
which has been a long-
standing demand, and
which, if implemented,
would mean a pension of
around Rs 5,000 per month
today itself, compared to the
promised Rs 3,000 per
month 30 years from now
for a 29-year old of today;
above all, it is a contributory
scheme.

Suvajit Dey

This is likely to be window-dressing; and
in any case not much can be read into the
budget figures, since fudging statistics has
become an official habit these days. For in-
stance, despite a whopping shortfall of Rs 1
lakh crore in GST collections in 2018-19 (RE)
compared to the budget estimates, and no
curtailment in expenditure, the fiscal deficit
relative to GDP, which is the one figure that
globalised finance watches closely, has re-
mained almost unchanged between budget
and revised estimates (3.4 instead of 3.3 per
cent). No doubt, the new exaggerated GDP
estimates, by pushing up the denominator,
have done the trick.

To say this is not to endorse the view of
finance that the fiscal deficit should always
be strictly bounded, a view that Joan
Robinson, the renowned economist, had
called the “humbug of finance”; it is only to
underline the growing vacuity of official sta-
tistics, including budget figures.

Interestingly, however, the government
has not used its predilection for manipulat-
ing statistics to show larger allocations for
MGNREGA and other pro-poor programimes.
MGNREGA allocation has marginally de-
clined by Rs 1,000 crore. Goyal has said that
funds will be made available for MGNREGA
if needed; but this is exactly what all previ-
ous finance ministers have said even while
whittling down the programme. A recent
ground-level study shows that a good deal
of demand for employment under MGN-
REGA is not registered at all; and the actual
employment provided is only 68 per cent of
the registered demand.

The niggardliness towards MGNREGA
and the exclusion of labourers and tenants
from the Pradhan Mantri Kisan Samman
Nidhi scheme on the one hand, and income
tax concessions together with the handouts
to farmers up to 2 hectares (which will com-
prise holdings of better-off peasants in irri-
gated tracts) on the other, suggest that the
government's electoral strategy is to win over
the “intermediate classes” while ignoring the
poor. But the lack of application of mind that
marks several key budgetary schemes may
thwart even this electoral strategy.

The writer is a former professor of
economics at JNU, Delhi

menthandout, whiteactuatcuttivatorswi
th- out ownership rightswouldbe left
out.

Besides, the estimation of

Aweekly look at the public conversations shaping ideas beyond borders — in the

the number of 1 1
vnorahe holdings fromasamp Subcontinent. Curated by Aakash Joshi
yis one thing; but the actual
1dentification of

whoownswhatoverthe countryasawhol
e, where crores of households are
involved, is quite another. The Telangana
Rythu Badhu
scheme, the presumedinspirationbehind
all these programmes, was preceded by
anup-

VIiEw FROM THE
NEIGHBOURHOOD

PETULANT DIPLOMACY

THEEDITORIALIN Dawn onFebruary 2 tak
es great umbrage at New Delhi’s
“over-reac- tion” to the phone «call
between  Foreign Minister Shah
Mehmood Qureshi and All Parties
Hurriyat Conference leader Mirwaiz
Umar Farooq. First, the editorial argues
that “it is difficult to understand
how Delhi con-
sidersthe conversation between Mr Qure
shi

andthe Mirwaizasan‘attempt to undermi
ne India’s unity’. Moreover, the Indian

foreig
l;;-‘uagleging thatthisco

secret

The editorial also contends that India un-
der Prime Minister Narendra Modi “has
made it clear that peace with Pakistan is not
part of its priorities”.

This “narrow communal approach”
though, will not help the cause of peace in
the Subcontinent, according to the editorial.
After the elections, it hopes, a government
that can further peace will come to office in
New Delhi.

NRC’S FALLOUT

WHILE THE diplomatic circles in both
Bangladesh and New Delhi have been un-
derstandably circumspect with how the on-
going exercise with the National Register of
Citizens will affect bilateral relations, the
opinion pages have been more vocal. On
February 2, Kalam Shahed, a researcher
based in Canada writes in The Daily Star of
the “severe repercussions” that the NRC ex-
ercise could have on both sides of the border.

The rhetoric by a certain section of India’s
political and governing class has not gone
unnoticed: “BJP President Amit Shah has, in
an unabashed, derogatory manner, called the
alleged Bengali migrants to India ‘termites’.
This has not gone unnoticed by conscious
Bengalis on both sides of the border.

Migration into and within India is not a re-
cent phenomenon. Historically, segments of
population had moved around in droves,
from one part of India to another due to nat-
ural disasters and compelling political eco-
nomic reasons. By politicising migration, B]P
may be playing a dangerous game.”

Shahed argues that “An attempt to push
Bengalis into Bangladesh or West Bengal
may bolster greater Bengali nationalism in
the subcontinent and among the more con-
scious Bengali diaspora settled abroad. A dis-
enfranchised Bengali population could, nev-
ertheless, trigger adverse reaction in
Bangladesh, West Bengal and Tripura.
Bigotry and irresponsible steps have definite
reverberations for regional geopolitics.”

COURT’S LAW

THE NEPAL SUPREME Court has asserted its
authority over the prosecution and convic-
tion of military personnel in the country, a
decision that The Himalayan Times calls
“landmark” in its February 1 editorial.
According to Nepal’s 1990 constitution, the
military was excluded from the jurisdiction
of the country’s apex court. “However, the
Interim Constitution, 2007 and the
Constitution of Nepal, promulgated in 2015,

has brought even the military court under
the command and control of the Supreme
Court. It also has now become clear that no
military personnel can escape from being
tried in a civilian court. In principle, an ap-
peal on the verdict passed by the military
court canalso be made in the Supreme Court
forafinal review,” according to the editorial.

The verdict s significant because the mil-
itary’s exceptionalism has been a bone of
contention in Nepal for sometime: “The
Nepali Army has often drawn flak for settling
criminal offences committed by army per-
sonnel through the military court. So the
Supreme Court verdict has legally put the
dispute between the military court and the
civilian court to rest. By bringing the military
court under civilian command and control,
the image of the country’s professional and
apolitical army will also improve greatly in
the eyes of the public. This verdict will also
deter army personnel from committing
criminal offences outside the barracks. As the
Supreme Court, which is also the record
keeper of all verdicts, has clearly stated that
all criminal offences committed by army per-
sonnel will come under the civilian court, it
will also help end the culture of impunity
while helping to protect the human rights of
ordinary citizens.”

WWW.INDIANEXPRESS.COM

WHAT THE OTHERS SAY

“The intelligence chiefs’ threat assessment was realistic, except for its omission
of one challenge — a dangerously uninformed president.”

—THE WASHINGTON POST

The techno
dystopia

Controversy over EVMs shows that regulatory
structures are needed to ensure the algorithmic
world doesn’t trample on democratic rights

=i
W

3

OVER THE BARREL
BY VIKRAM S MEHTA

TWO FORMER chief election commission-
ers (CECs) and the current CEC have ver-
bally, and in writing, rebutted the sugges-
tion that the electronic voting machine
(EVM) is hackable and that the
Commission should safeguard public fran-
chise by reverting to a form of paper bal-
loting. This controversy is about the elec-
toral process in India. It bears, however,
upon a deeper issue. The tension between
technocracy and democracy.

The disclosure that Facebook had al-
lowed the consultant firm Cambridge
Analytica to access the private data of its
users which was then passed onto the
Donald Trump election campaign raised
concerns about data privacy and, more fun-
damentally, the power of the owners of
data to abridge democratic rights. The most
eloquent votary of this concern has been
the historian, Yuval Noah Harari. In a talk
at Davos in 2018 followed by other lectures
and his latest book, 21 lessons for the 21st
century, Harari has spelt out the potential
consequences of an algorithmic world. He
acknowledged the huge benefits of the dig-
ital age but forewarned of a scenario in
which human beings acquire the potential
to “hack into the bodies, minds and brains
of other human beings” and where algo-
rithms “know individuals better than the
individual knows himself”. This scenario is
imaginable because of the advancementin
computing power (info tech) and the ag-
glomeration of biometric and biological
data (biotech). When the two “tech” revo-
lutions merge, the handful of companies
that own data will fashion the greatest rev-
olution ever overturning the laws of
Darwinian selection with the “laws of in-
telligent design”. Democracy could be re-
placed by “digital dictatorship”.

Fascinating, science fiction, alarmist —
one may use any one or a combination of
these words to describe Harari’s prognostica-
tions. But there is noignoring the many ques-
tions that his description of an alternative fu-
ture has raised. Practical questions: What
regulatory checks and balances should be
imposed on the companies that monopolise
data — Amazon, Google, Tencent, Alibaba,
Facebook? Should these companies be bro-
ken up? If so, who should be given the au-
thority to keep dataand to decide howandin
what manner this asset should be given
away? Surely not the politicians.

Philosophical questions: How does one
control phenomena (technology and data)
that is “everywhere but nowhere,” that
recognises no physical or political barriers
and is universal in scope and impact? Can
an algorithmic world be managed through
institutional structures of governance built
on the bedrock of Westphalian principles?
(The treaties of Westphalia, between 1644
and 1648, brought to an end the religious
wars in Europe. They established three

ternational affairs today — the principle of
state sovereignty, non interference in the
affairs of other states, and the principle of
the legal equality of states)

Harari admits he does not have the an-
swers to these questions. He believes that
a collective of poets, philosophers and
statesmen should be tasked to develop the
answers. Whether that should be the way
forward or not can be debated. But what is
becoming clear is that questions like those
posed above cannot be answered by draw-
ing on the past or projecting from the pres-
ent. An “out of the box”, approach is re-
quired that recognises that technology and
innovation have not been an unmixed
blessing and that the current rules, institu-
tions and structures of governance will
need to be refashioned.

The Industrial Revolution laid the foun-
dation for decades of sustained develop-
ment and economic prosperity. But it also
led to the crisis of global warming. Nuclear
scientists generated the prospects of clean,
affordable and abundant energy but they
also raised the spectre of a thermonuclear
holocaust. The digital revolution opened
up phenomenal vistas of knowledge and
information but, as suggested by Harari,
created the potential of digital dictatorship.
The issue is that whilst humanity has har-
nessed the benefits of technology and inno-
vation, it has not yet created the institutions
for managing its consequences.

I am reminded of a rhetorical question
that Robert Kennedy asked in his short
memoir, Thirteen days on the Cuban missile
crisis. “What, if any, circumstance or justifi-
cation gives this government or any govern-
ment the moral right to bring its people and
possibly all people under the shadow of to-
tal destruction”.In October 1962, the US dis-
covered that the Soviets were placing offen-
sive nuclear missiles in Cuba. President
Kennedy gathered together his advisers and
for 13 days these people deliberated on the
USresponse. The military advocated a pre-
emptive air strike, others a blockade.
Whatever the response, the risk existed of a
nuclear fallout with global consequences.
The crisis was averted but it did remind
everyone of the paradox of democratic gov-
ernance. Elected leaders are subject to
checks and balances to prevent absolutism
of power. And yet, on the one occasion the
world came to the edge of a nuclear conflict,
the fate of humanity (in a sense) rested in
the hands of a few people. President
Kennedy and his advisers decided on how
to respond — no one else. More than 60
years on, the world is still struggling to con-
tain the exercise of plenipotentiary powers.
Except that, now, in addition to limiting the
power of individuals, it has to find a way of
limiting the “power of data”.

EVMs have reduced the incidence of
voter fraud, double counting and strong
arm tactics. But that does not mean it has
assuaged the concerns of the techno illit-
erate that perhaps their votes might be
misappropriated by an electronic interme-
diary. We must not, therefore, duck the
question. What institutional structures
must be created and what regulatory
checks imposed to ensure the algorithmic
world does not abridge our democratic
rights? It's the same question that Harari
and others are asking in the context of the
impact of the digital age on humanity.

The writer is chairman and senior fellow,

principles that still define the nature of in- Brookings India
LETTER TO THE EDITOR
DATA TAMPERING
THIS REFERS TO the editorial, ‘Whose LETTER OF THE
data’(IE, January 31). The data collected WEEK AW ARD

by government agencies such as NSSO
is crucial to the formulation and imple-
mentation of government policies and
schemes, decisions and action of pri-
vate players and international agencies.
Withholding and manipulating such
critical data is unacceptable.

Bharat Adhya, Chennai

UNCALLED FOR

THIS REFERS TO the article, ‘When in-
vestigationis intimidation’ (IE, January
31). It is baffling that minister Arun
Jaitely termed the CBI's FIR in the ICICI
case as “investigative adventurism”.
Such remarks impact the investigation
process adversely and weaken govern-
ment institutions. It is absurd to blame
investigations as inimical to ease of do-
ing business. The government should
identify what ails the private sector.
Amiyavrat Kumar, Navi Mumbai

TECH FOR FARMERS

THIS REFERS TO the article, ‘For the
farmer, things to do’ (IE, February 1).The
author does not mention the role of
technological solutions in addressing
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the farm crisis. Farmers in Israel harvest
water from dew-drops. Farm mechani-
sation must be smooth and subsidised.
The lack of a proper marketing system
is also a reason for rural distress.
Tapomoy Ghosh, Burdwan
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Opinion

Piyush bats for growth, RBI
may have to play spoiler

High government borrowings, not all reflected in budget, will
raise interest rates; that will dampen investment

HE GOVERNMENT'S EXPANSIONARY stance,reflected in the slippage of

the fiscal deficit both in FY19 and FY20, may bring succour to some, but

will drive up inflation and interest rates that will end up hurting growth.

The extra fiscal impulse of 30 basis points in FY20 (the deficit was origi-
nally pegged at 3.19%) will most certainly compel RBI to not just stay put on rates,
but could also promptit toalterits current neutral stance to one of calibrated tight-
ening. Going by the fairly sharp spike in yield on Friday, of 13 basis points,the bond
markets are already very nervous. That is understandable, given the government
plans to borrow around ¥50,000 crore more in FY20 in comparison with FY19,
with the total netborrowing pegged at ¥4.73 lakh crore.Indeed, given the appetite
in the markets, the governmentwill most certainly crowd out private sector invest-
ments, while leaving the cost of money elevated.

It is not just the market borrowing that is worrying the bond market. The big-
ger concern is the huge extra-budgetary borrowing that the government has
resorted to.If one added in the off-budgetary borrowings, the deficit would be sig-
nificantly higher; what mattersis notjust central borrowings,but those of the states
aswell as central and state PSUs. Sajjid Chinoy of JPMorgan estimates India’s total
public sector borrowing requirement (excluding that of state PSUs since the data
is incomplete) remains above a hefty 8.5% of GDP in both FY18 and FY19. Given
howthe growth in household savings has slowed sharply over theyears,from 23%
of GDP to 17%—net financial savings are just 7% of GDP—this is a big problem
since private borrowers will now find themselves being crowded out of the mar-
ket.Theironyis that, despite this massive borrowing, thereisn’t enough capex hap-
pening.Indeed, the government expenditure itself mayneed to be pruned because
many of the revenue-growth assumptions are quite optimistic.

Forexample,aggregate GST collections have grown at barely 7% over the last six
months—the total collections have struggled to hit ¥1 lakh croreamonth—but the
CGST has been budgeted to grow at 21% next year. While there has been a fair bit
of buoyancyin personalincome tax collections—at a growth of 16%—the target for
even thisyearlooks difficult. Under the circumstances, given much of the benefits
from better compliance would have kicked in, hitting next year’s target of 6.2 lakh
crore or a growth of 17% could be a tall ask. Should there be a shortfall in tax col-
lections—or non-tax revenues for that matter—the government will be left with
very little fiscal room and, therefore,will need to cut expenditure.

Since the scope to trim revenue expenditure is limited, it is capital expendi-
ture that will take a hit. The current run rate for capex, as Chinoy points out,is a
modest 4%, and could end the fiscal year at close to 1.5% of GDP. That is lower
thanthe 1.6% seen last yearand the expectations for the current year of 1.6% of
GDP.The target for FY201is 1.5% of GDP,but could slip tolower levels should the
revenue assumptions not play out as planned. Consequently, overall capex could
remain sluggish given the private sector is unlikely to make meaningful big-
ticketinvestmentsin the next couple of years.While large companieswill be able
to cope with rising interest rates, smaller companies will feel the pinch. That is
unfortunate because,while the revised GDP may show the economy is doing well,
therealityon the ground and data from non-government sources suggests avery
different picture.

Budget mysteries

If the economy is humming, why is so much stimulus needed?

OST OF THE criticism of the CSO raising its estimates of GDP just

the day before the Interim Budget, not surprisingly, was about the

possibility that this was done to give the government more room to

show a lower deficit number. This, however, didn’t happen since,
while the FY18 nominal GDPwasraised to X171 lakh crore from 168 lakh crore
earlier, the government retained the same advance estimate for FY19 GDP that
was made in the first week of January; had it raised the GDP estimate for FY19,
it would have been able to accommodate a higher fiscal deficit since the level is
calculated as a proportion of GDP. Of course, it can still do this later and then
show that the fiscal slippage was not as large as was earlier made out.

There are,however, several mysteries that arise from these—and earlier—GDP
revisions such as the ones made while calculating the GDP back-series. If GDP
during the NDAyearsis averaging around 7.7% over the last five years,why does
it continue to need the kind of pump-priming that is being seen? Indeed, the
3.4% of GDP fiscal deficit number is not really what you need to look at, it is the
combined public sector deficit—the Centre, the states and the PSUs—that mat-
ters.The extra-budgetary funding of the FY20 budget—via the PSUs—is around
%6 1akh crore,an amount that is just slightly lower than the central fiscal deficit
of ¥7 lakh crore. Add to this, the state government deficit and, according to a
JPMorgan Chase research note, the total public sector borrowing was around
8.5% of GDPinboth FY18 and FY19.If this is the kind of pump-priming required
now, how much will it be when GDP really collapses?

The other mystery revolves around the relative efficiencyin the use of cap-
ital. During the UPA-2 years, bank credit grew by around 16.3% on average
everyyearand investment levels—as measured by Gross Fixed Capital Forma-
tion—were around 33.2% of GDP; the average GDP growth during this period
was 6.7%. During the last five years,however, credit growth has around halved
to 8.6% while investment levels have fallen to 29%. So, if a lower investment
level and a much lower credit—partly due to the reduction in inflation, it is
true—isyielding a higher GDP growth, this means thelevels of productivity in
the economy are up sharply. Is the GDP data incorrect, as many non-govern-
ment economists suggest, or is it time to rewrite the investment-GDP play-
book for the country?

BuniyaadSuccess

The Delhi govt’s initiative to drive up learning levels in govt
schools is a template other states can use

HE SUCCESS OF the Delhi government’s Mission Buniyaad—that aimed

toimprove readingand maths abilities of students in Class III-IX at govern-

ment and municipal corporation schools—is a lesson for other states.

Prompted by the National Achievement Survey’s dismal findings on science,
mathsandlanguagelearninglevelsin government schools, the Delhi government had
initiated Mission Buniyaad—an intensive in-school coaching programme to bridge
learning gapsamongst students—in April 2018.By December 2018,62.5% of ClassIII
studentsin Delhi government schools could read text in Hindi that was of their grade-
level,while,in April,just 35.9% could. The corresponding jump at the Class VIII level,
The Indian Express reports,was from 54.6% to 71.25%.Against the April numbers,
students in Classes III and IV registered massive maths-abilities gains—from 18.6%
to 53.9% and 27.9% to 64.3%, respectively. Though the number of students who
demonstrate grade-level maths and language abilities is much lower than what the
Delhi government unofficially targets, the progress is significant.

Under Mission Buniyaad, students were given learning support to bridge cru-
cial gaps via “summer camps” organised at the school during the annual summer
holidays.Parents—many of whom are likely migrants from other states—were per-
suaded to stay backin the city during the holidays to ensure that kids could attend
the “summer camp”without disruption. Buniyaad complements another AAP gov-
ernment programme to improve learning levels—Chunauti—under which stu-
dents from Class VI to Class IXwere mapped forlearning levels and the weaker stu-
dents got special focus from teachers.The Centre has taken some steps to spur states
into working on improving learning levels. Perhaps, the Delhi template could be
one that could be of use to them.

NDIAN POLICYMAKERS TRIED
to strike a balance between fiscal
prudence and responding to the
agrarian distress in the Interim
Budget. For starters, the fiscal
deficit for the FY19 came in close to our
expectations,narrowingto 3.4% of GDP
(JP Morgan: 3.3%) from 3.5% of GDPin
the previous year, thereby belying some
market fears of a large fiscal slippage. In
fact,net of asset sales,the Centre consol-
idateditsdeficitby0.2% of GDPin FY19.
Furthermore, the FY20 budget
included a new programme of cash-
transfers forfarmers,againstabackdrop
of rural distress. The cash-transfers
turned out to be more targeted and less
expansive than had been expected in
some quarters, entailing an annual
transfer of 6000 (~$85) for small and
marginal farmers. Authorities estimate
that this will cost 750 billion in FY20
orabout 0.4% of GDP on an annualised
basis, but the programme begins retro-
spectively from December 2018. How-
ever, thisin conjunctionwith taxrebates
for the middle-class—which are
expected to cost 0.1% of GDP—meant
that new budgetary commitments
added up toabout 0.5% of GDP. Conse-
quently, the Centre's fiscal path going
forwardislessaustere than markets had
expected,with the government pegging
the deficit for FY20 at the same level of
3.4% of GDP, even as we had expected
some modest consolidation (0.2% of
GDP),mainlyasasignaling mechanism.
Furthermore, if one looks below the
hood, the FY20 budget is not without
risks. The entire 0.5% of GDP in new
commitmentsisexpected tobe financed
by assumed tax buoyancy in FY20. This
isbecausewe expect thatwhen theactual
numbers for this year print, tax collec-
tions will be lower than currently fore-
casted, resulting in expenditures having
to be correspondingly curtailed. There-
fore, the increase in Tax/GDP projected
for FY20—overwhat eventually materi-
alises this year—is expected to, de facto,
bearmostoftheburden of financing the
0.5% of GDPin new commitments.
Forexample,aggregate GST collections
have grown less than 7% over the last six

Chaos on the jobs front

BUDGET & MPC

THE INTERIM BUDGET TRIES TO STRIKE A BALANCE, BUT THE REAL STORY
IS OFF-BALANCE SHEET; RBI'IS A CLOSE-CALL NEXT WEEK

A delicate
balancing act

& TOSHI JAIN

Chinory is chief India economist & Jain is
economist, JP Morgan

months, but the Centre’s GST collections
are effectively budgeted (given where we
think they end up this year) to growat an
aggressive 25% next year. Furthermore,
even personal tax collectionsmaybeachal-
lengetoachieve.Theyare growingat 16%
ayearthusfar,and needtosharplyre-accel-
erate in the next few months,just to meet
thisyear’sforecast.Evenifthatisachieved,
personal taxeswillneed togrowover 20%
next year (taking into account the
rebates)—on a forecasted
nominal GDP growth of
11.5%—tomeetnextyear’s

Expect RBI to cut

should ordinarilybe financed only from
budgetaryallocations—borrowed 1.3%
of GDP from other sources in FY18,
apart from what it received from the
budget.Similarlyin FY19,FCIborrowed
1% of GDP from other sources. This
helps the Centre's fiscal math, but the
“effective deficit”mustinclude FCIbor-
rowings, and therefore should be com-
mensurately higher.

More generally,if oneweretoadd the
Centre,and the combined
deficit of the states (which
have expanded sharply in

budgeted target. If this . recent years),off-balance-
year’s forecast is not rates by 25b.ps Tu2in sheet borrowing (e.g. FCI)
achieved, the asking rate is 2019. While our and borrowing by all cen-
even higher. baseline call tral public sector enter-

In case this taxbuoy-  remains a cut, it will  Prises, India’s total public

ancy is not realised, the
worry is that expendi-
tures—particularly capi-
tal expenditures—may
again have to bear the
brunt. Capex growth is
currently running at just
4%, and we believe it will end the year
close to or below 1.5% of GDP, below
bothwhere it printed last year (1.6% of
GDP) and what authorities expect for
this year (1.6% of GDP). Next year is
alreadybudgeted lowerat 1.5% of GDP,
and therisks are to the downside, given
aggressive revenue assumptions. All
that said, this is an interim budget. All
of theseassumptions could be revisited
when the full budget is presented by the
nextadministration in July.

However, looking at the Centre’s
deficit is to miss the fiscal forest for the
trees. First, “off-balance borrowing” has
been on therise,something thatwasre-
affirmed in today’s Budget.Forexample,
Food Corporation of India (FCI)—that

If the economy has been growing at 7%
on average for five years,a 10% drop in
employment would imply a 17% rise in
labour productivity which would be the

highest ever in the world

MY VERY FIRST published article,way
back in 1962, threw doubt on NSS
estimates of expenditure on food
with official estimates of food-grains
output. The two sides of the transac-
tion—supply and demand—did not
tally. Thus, despite its high reputa-
tion, NSS has not always got things
right. The debates on measurement
of consumption for poverty estimate
has proved so controversial that fur-
therrounds of NSS surveys have been
halted.But the contradictions in rival
data estimates on the employment
situation are just bizarre. The latest
leak of NSSO data says unemploy-
ment was 6.4% in 2017-18, appar-
ently the highest in 45 years! This is
despite a fall in Labour force partici-
pation rate from 39.5 % in 2011-12
to 36.9 % in 2017-18. This would
mean a 10% drop in employment.

If the economy has been growing
at 7% on average for five years,a 10%
drop in employment would imply a
17% rise in labour productivity
which would be highest ever in the
world. The data on jobs are just not
making any sense.(The new estimate
of GDP growth for 2016-17 as 8.2%
is also hard to credit.)

Compare the CMIE estimates of
the unemployment rate with those in
the Annual Labour Force Survey.I list
the CMIE first and the Labour Force
survey second. The firstisa point esti-
mate. while the second is annual—
September 2016 8.46%)/ 2015-16
average 3.7% // December 2017
4.77% [ 2016-17 3.9%. The gap
between the two estimates is large,
almost 2/1 and the direction of
change is contradictory.

The situation is equally dire on jobs

Prominent economist and

created. Surjit Bhallaand Tirthtanmoy
Dashave a paper on the website of the
Prime Minister's Council of Economic
Adviserswhere they have discussed all
aspects of measurement. Compare
their estimates of employment with
that of CMIE and you feel they live in
two different countries. Here are the
estimates of employment (in mil-
lions), Bhalla-Das first and CMIE next:
2016 437/417.9 [/ 2017 449.8/
407.9.Thus, the difference between
the two is not merely in size but also
in the direction of change. Between
them the difference overthe two years
is 61 million jobs, equal to about 7%
of the labour force. This
is hard to credit.

Since both sources
arerespectable, the dis-
crepancy must be about
definitions or measure-
ment techniques.But, it
is too wide to be com-
fortable. One reason
may be the way jobs are
defined especially in a
largely informal econ-
omy. Here, the pako-

come down to how
the MPC interprets
the Interim Budget

Alot of debate about
job creation is about
formal sector jobs
and it is not clear
whether flexible
definitions of jobs
are used in recent
calculations or

sector borrowing require-
ment (PSBR) remains
aboveahefty 8.5% of GDP
in both FY18 and FY19.
Furthermore, this is likely
a lower bound, because it
does not include state
public sector enterprises on account of
data constraints.

Tobe sure,some of this borrowing—
particularly by states and CPSEs—is to
finance much-needed capex. But bor-
rowing of this quantum constitutes a
large claim on domestic household sav-
ings, which have fallen in recent years
from 23% of GDP to 17% of GDP.In
fact, net household financial savings
are atjust 7% of GDP, suggesting all of
it—and more—is being absorbed by the
public sector.

As previously discussed
(¢00.gl/Xd42tE), against the backdrop of
these borrowing pressures,itis nowon-
der India’s yield curve steepened in
recent years. In other words, for any

DESAI

labour peer

round the clock, each could be pro-
viding jobs for two people. He also
cited the number of new cars bought.
Alarge proportion would require dri-
vers. Newly qualified doctors would
start practise and hire assistants.
Thus, he pointed out that jobs come
in various shapes and sizes.

It is not clear whether such flexi-
ble definitions are used in recent cal-
culations or whether the formal sec-
tor definition of jobs dominates.Alot
of the debate on job creation is about
formal sector jobs.

Young people queue up for govern-
mentjobs astheyarelifelong employ-
ment till retirement. The
salary gets upgraded with
every Pay Commission.
Then, there is a pension,
alsoupgraded.Thisiswhy
government jobs are at a
premium and, further-
more,there are few unre-
served jobs—eachisarare
gem. No wonder thou-
sands apply for a single
opening.

Obviously,there is a

dawala example is apt. whether the'f.ormal problem with Indian sta-
The pakodawala hasa  sector definition of  tistics in the measure-
livelihood—a rojgar, but jobs dominates ment of many variables.

not a naukri. Does an
Ola driver count as
doingajob ornot? Dur-
ing the No Confidence debate last
July, Narendra Modi talked of the jobs
created in a variety of different ways.
Formal sector jobs can be measured
by looking at Employee Provident
Fund subscribers. But, the prime min-
isteralso gave example of jobs created
as aresult number of three-wheelers
bought. As these vehicles are driven

Sudipto Mundle chaired a
commission on statistics,
but his recommenda-
tions do not seem to have been
accepted.Afterthe elections are over,
the new government should look at
this issue of unreliable statistics. An
international panel should be consti-
tuted tolook at thisissue.If Indiaisto
be the fastest growing economy for
the next decade or two, it is time it got
itself credible statistical services.

(2% BOOSTTO TRADE

Piyush Goyal, Union finance minister

Indian customs is introducing full and comprehensive
digitalisation of export/import transactions and
leveraging RFID (radio-frequency identification)
technology to improve export logistics

given overnight policy rate,benchmark
borrowing costs for the economy are
higher now than in previous years. One
can argue that large public sector bor-
rowings are justifiable because private
investment has been depressed. But
what if private investments were to pick
up, as is fervently hoped? It would need
to be accommodated by the public sec-
torreiningitselfin.Else,borrowing costs
would rise further—and crowd out some
private activity—or India’s current
account deficitwould swell,and private
investment would need to be financed
by (more risky) foreign borrowing.

Unexpected extra borrowing for
FY19 by X350 billion—to help finance
the retrospective start to the cash trans-
fer programme—and the lack of con-
solidationin FY19,meant that borrow-
ing was higher than markets expected.
As such, net borrowing for FY20 is
pegged at X4.73 trillion and gross bor-
rowing at ¥7.1 trillion, also reflecting
the fact that the “maturity switches”
that were expected this fiscal did not
materialise either. Consequently,bonds
sold off, with the yield on the bench-
mark bond firming by 13 bps.

The sustained downward surprise
to food prices has meant that headline
inflation has significantly undershot
RBI’s and market expectations in
recent months, and is on course to
undershooting their 4% medium-
term target for at least the first half of
2019.At a minimum, this will induce
the MPC to change its stance from “cal-
ibrated tightening”to“neutral”’at next
week’s policy review.

Furthermore, despite growth hold-
ing up and a slightly-less austere fiscal
path, we believe the headline under-
shoot will be too compelling for the
MPC to ignore, given its mandate of
keeping headline inflation close to 4%
onadurable basis.We therefore expect
RBI to cut rates by 25bps in the first
half of thisyear.While our baseline call
remains a cut for the next MPC meet-
ing, it has become a toss-up between
the Februaryand April reviews and will
come down to howthe MPC interprets
the Interim Budget.

LETTERS TO

THE EDITOR

Clarification

In A dangerous and wasteful
‘solution’ dated January 30, 2019,
Isher Judge Ahluwalia and Almitra
Patel made a statement that the WtE
plant in Okhla bears no resemblance
to the original EIAwhich was issued
to IL&FS. The authors would like to
add that, subsequently, the Okhla
plant has been implemented and
operated by another private
company, and not IL&FS

Better implementation

Regulatory reforms in the recent past
have increased relevant participation
across various market segments,
encouraged longer-term fund
holdings at lower expenses and
rendered greater portfolio
diversification and segregation to
mitigate investment risks. To
generate visible results on the
ground, producers must be provided
greater financial resources, higher
leverage and in-depth understanding
of risk-hedging derivative
instruments, especially when
increased overlap or alignment with
international markets is likely to
promote institutional participation
on an intraday basis

— Girish Lalwani, Delhi

Global trade slowdown

While individual nations would gladly
tap into the advantages provided by
globalisation, they show reluctance
to share common problems of a
unified economy. The popular theory
that exports would provide an
escape route from the crisis has
failed. In good times, the trade
generated by a country's growth
bolsters global growth. But, in times
of crisis, trade spillovers have the
opposite effect. Trade imbalances
influence global growth prospects.
— Janaki Narayanan, Mumbai
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OVER THE BARREL

The tension
between
technocracy &

emocracy

The usage of EVMs has, no doubt, reduced
the incidence of voter fraud, double-
counting and strong-arm tactics, but that
does not mean it has assuaged the concerns
of the techno-illiterate that perhaps their
votes might be misappropriated by an

WO FORMER CHIEF Election
Commissioners (CEC)and the
current CEC have verbally,
and in writing, rebutted the
suggestion that the electronic
voting machine (EVM) is hackable and
that the Election Commission (EC)
should safeguard public franchise by
reverting to a form of paper balloting.

electronic intermediary

This controversy is about the electoral
processin India.It bears,however,upona
deeperissue—the tension between tech-
nocracy and democracy.

The disclosure that Facebook had
allowed consultant firm Cambridge Ana-
lytica to access the private data of its
users, which was then passed onto the
Donald Trump election campaign, raised

ILLUSTRATION: ROHNIT PHORE

concerns about data privacy and, more
fundamentally, the power of the owners
of data to abridge democratic rights. The
most eloquent votary of this concern has
been the historian Prof Yuval Noah Harari.

In a talk at Davos, Switzerland, in
2018, followed by other lectures and his
latest book 21 Lessons for the 21st Cen-
tury’, Prof Harari spelled out the poten-
tial consequences of an algorithmic
world. He acknowledged the huge bene-
fits of the digital age,but forewarned ofa
scenario in which human beings acquire
the potential to “hack into the bodies,
minds and brains of other
human beings” and where
algorithms“knowindividu-
als better than the individ-
ual knows himself.” This
scenario is imaginable
because of the advance-
ment in computing power
(infotech) and the agglom-
eration of biometric and
biological data (biotech).
When the two ‘tech’revolu-
tions merge, the handful of
companies that own data
will fashion the greatest
revolution ever, overturn-

selection with the “laws of
intelligent design.”Theywill
have the power to “control
the fate of humanity” and possibly “that
of life itself” Democracy could be
replaced by “digital dictatorship.”
Fascinating, science fiction, alarmist
...0Nne may use any one or a combination
of these words to describe Prof Harari’s
prognostications, but there is no ignor-
ing the many questions that his descrip-
tion of an alternative future have raised.
Practical questions: What regulatory
checks and balances should be imposed
on companies that monopolise data
(Amazon, Google, Tencent,Alibaba, Face-
book)? Should these companies be bro-
ken up? And if so,who should be given the
authorityto keep dataand to decide how
and in what manner this asset should be
given away? Surely, not the politicians!
Philosophic questions: How does one
control phenomena (technology and
data) that is “everywhere but nowhere,”
and that recognises no physical or polit-

We must ponder
what institutional
structures have to

be created and
what regulatory
checks imposed to
ensure the
algorithmic world
does not abridge
our democratic

ing the laws of Darwinian rights

INTERIM BUDGET

Betting big on mainstays

This is a credible Budget; it takes a practical approach

JHAVERI

MD, Private Equity, KKR India

GAINST THE BACKDROP

of the current economic

environment, the Interim

Budget lends credible impe-

tus to the economy’s two
big mainstays: farmers and the middle
class.Thiswill potentiallylead to higher
household savings, thereby setting the
stage for consumption-led growth in
the months to come.

Ahead of the elections and conversa-
tions around farm distress, a special
package for farmers was largely
expected. The government also
announced a 5% interest rate subven-
tion on timely repayment of farm loans.
Over and beyond its widely targeted
approach, the Budget stands out in its
attempt of striking equilibrium between
the immediate needs of the middle-

income class and the agenda of driving
large-scale rural reforms. This is evident
in the suite of initiatives to alleviate
farmers’distress,complete tax rebate on
anannual income of Rs 5 lakh and below,
hike in TDS exemption limit from Rs
10,000 to Rs 40,000 on post office sav-
ings,toname a few.

A notable highlight is the focus on
reducing taxation on MSMEs. The Bud-
get has a sharply-defined focus on
empowering the MSME sector, with
faster turnaround times for loan
approvals and a 2% interest subvention
forloans up toRs 1 crore.

The government continues to have a
significant thrust on the rural economy,
infrastructure and affordable housing.
These factors will continue to drive
domestic demand, and have a multiplier
effect on employment, construction
equipment, taxation and revenues.

The affordable housing sector will
benefit tremendously in wake of sops
announced with regards to exemption of
TDS on houserent of up toRs 2.4 lakh a
year, exemption of tax on notional rent

of second self-occupied home,and capi-
tal gains available on two house proper-
ties. Also, notional rent-free period on
ready inventory having been increased
to two years and greater incentivisation
to MSMEs will render the industry
poised for growth.

India attracted good FDI in the previ-
ous year. This, along with the govern-
ment’s focus on debt consolidation and
fiscal consolidation, sets the stage for a
strong economic outlook.Fiscal deficit for
the next year is projected to be 3.4%,
assuming 15% hike in direct taxes and
13%riseinindirect taxes.These numbers
lookabitambitious given the current tra-
jectory of economic growth.The cumula-
tive effect of cash transfer to farmersand
the middle-income classwillbeaboost to
consumption.

Overall,it’sa credible Budget; it takesa
practical approach thatis notable,against
the backdrop of elections and low infla-
tion. The government focused on better
tax collection.The rebates will potentially
bring about a structural change in con-
sumption, thereby driving growth.

ical barriers and is universal in scope
and impact? Can an algorithmic world
be managed through institutional
structures of governance built on the
bedrock of Westphalian principles? The
treaties of Westphalia (between 1644
and 1648) brought to an end the reli-
gious wars in Europe. They established
three principles that still define the
nature of international affairs today—
the principle of state sovereignty, the
principle of non-interference in the
affairs of other states,and the principle
of the equality (legal) of states.

Prof Harari admits he does not have
the answers to these questions. He
believes that a collective of poets,
philosophers and statesmen should be
tasked to develop the answers.

Whether that should be the way for-
ward or not can be debated. But what is
becoming clear is that questions like
those posed above cannot be answered by
drawing on the past or projecting from
the present.An “out of the box”approach
isrequired that recognises that technol-
ogy and innovation have not been an
unmixed blessing, and that the current
rules,institutions and structures of gov-
ernance will need to be refashioned to
address the emergent challenges.

The Industrial Revolution laid the
foundations for decades of sustained
development and economic prosperity.
But it also led to the planetary crisis of
global warming. Nuclear scientists gen-
erated the prospects of clean, affordable
and abundant energy,but theyalso raised
the spectre of a thermonuclear holo-
caust. The digital revolution opened up
phenomenal vistas of knowledge and
information, but, as suggested by Prof
Harari, created the potential of digital
dictatorship. The issue is that whilst
humanity has harnessed the benefits of
technologyand innovation,ithasnotyet
created theinstitutions for managingits
consequences.

I am reminded of a rhetorical ques-
tion that Robert Kennedy asked in his
short memoir ‘Thirteen Days’ on the
Cuban missile crisis. “What if any cir-
cumstance orjustification gives this gov-
ernment or any government the moral
right to bring its people and possibly all
people under the shadow of total
destruction.”Toremind,in October 1962,
the US discovered that the Soviets were
placing offensive nuclear missiles in
Cuba.President John FKennedy gathered
together his advisers and for 13 days
these people deliberated on the US
response. The military advocated a pre-
emptive air strike; others,a
blockade. Whatever the
response, therisk existed of
anuclear fallout with global
consequences. In the end,
the crisiswasaverted,but it
did remind everyone of the
paradox of democratic gov-
ernance.Electedleadersare
subject to checks and bal-
ances to prevent abso-
lutism of power.And yet,on
one occasion, the world
came to the edge of a
nuclear conflict, and the
fate of the humanity (in a
sense) rested in the hands
of a few people. President
Kennedy and his advisers
decided on howtorespond.
No one else. More than 60 years on, the
world is still struggling to contain the
exercise of plenipotentiary powers.
Except that now, in addition to limiting
the power of individuals, it has to find a
way of limiting the ‘power of data’

I have no doubt that the usage of
EVMs has reduced the incidence of voter
fraud, double counting and strong-arm
tactics, but that does not mean it has
assuaged the concerns of the techno-illit-
erate that perhaps their votes might be
misappropriated by an electronic inter-
mediary. We must not, therefore, duck
the question: What institutional struc-
tures must be created and what regula-
tory checks imposed to ensure the algo-
rithmic world does not abridge our
democraticrights? Thisis the same ques-
tion that Prof Harari and others are ask-
ing in the context of the impact of the
digital age on humanity.

INTERIM BUDGET

Sets the stage for

real estate revival

PURI

The author is chairman, Anarock Property Consultants

Banking on the initiatives undertaken
so far, the government scripts the next
chapter for real estate growth

S ANTICIPATED, THE Interim Budget did turn
out to be a vote bank-facing exercise, predom-
inantly cheering farmersandlabourers. But the
government kept the best for the last—a pleas-
ing boost to the housing sector in more ways
than anticipated. The provisions made will certainly boost
consumer sentiment, stimulate affordable housing demand
and incentivise investors hoping for rental returns.

The major positives included a full tax rebate forincome
uptoRs 6.5 lakh (including investment under Section 80C),
which islikely to push demand foraffordable homes, though
not much in mid-income segment. There was an extension
of Section 80IBA for an additional year; it will push afford-
able housing and cheer developers active in this segment.

The Budget increased the tax exemption limit for rents
earned to Rs 2.4 lakh from the previous Rs 1.8 lakh limit.
Thiswill make property investment more attractive and help
boost housing sales. Another positive for investors was the
rollover of capital gains tax on the sale of residential prop-
erty. This benefit now applies to two houses instead of the
previous single one. Importantly, the Budget provided tax
exemption on notional rent of a second home, which again
makes propertyinvestment more attractiveand also givesa
fillip to the second home segment.

The period for taxing unsold inventory held by develop-
ers has been extended up to two years.As per Anarock data,
this will benefit nearly 85,000 ready units that are unsold
on the market, of the total 6.73 lakh units across top seven
cities. The Budget put a clear onus on boosting infrastruc-
ture by allocating more funds for development of airports,
railways, etc. While infrastructure deployment doubtlessly
benefits real estate industry, it remains to be seen how much
of itis actually implemented.

Allin all, the real estate sec-
tor received its due share of
consideration in this balanced
Budget, despite the massive
electoral pitch. To be fair, the
incumbent government has
certainly invested heavily into
thereal estate sector.

Among its achievements,
the Narendra Modi govern-
ment hasaptlyset the stage for
Indian real estate to become a
healthy, flourishingindustryin
the long-term. However, the
provisois ‘long-term’.This gov-
meessesssssssssmmm  crnment has definitely tight-

ened its grip on real estate,
which was the single-largest dumping ground for black
money hoarders in previous years.

Ithasalsointroduced some high-impact schemes toben-
efit genuine end-users of real estate. There have been major
policy overhauls,amendments in Acts, a visible impetus to
infrastructure development, and slightly over-ambitious
visions like 100 Smart Cities and Housing for Allby 2022.

The triple-policy tsunami of demonetisation, RERA and
GST brought about a paradigm shift in the way real estate
business is carried out in the country, resulting in vastly
improved transparency and efficiency. The confidence of
property buyers and investor confidence is now being
restored,albeit gradually,and real estate is beginning tolook
more favourable as an asset class.

That said, the Centre’s aim to enforce RERA in each state
is still way behind schedule. As of today, quite a few states
have not notified their respective RERArules asyet,whilein
others buyers are fretting over the dilution of the rules that
have been notified. Also, while the real estate sector braved
both GST and demonetisation and will reap the due long-
term rewards,theydealt the industryavery hard blow, from
which it has not fully recovered yet. In fact, the arrival of a
flat 129% of GST on under-construction was not exactly an
improvement for buyers.

Certainly, this government has done a lot for the real
estate sector,notleast of all with its latest Budget. However,
the stage that has been set is for long-term growth and not
short-term firework displays. Will the momentum that has
been infused into the real estate sector continue long
enough for a real revival to take place? All eyes are on the
forthcoming general elections.

While real estate
braved GST and
demonetisation
and will reap the

due long-term
rewards, they had
dealt the industry a
hard blow, from
which it has not
fully recovered yet

Balances prudence & aspiration

May have a far-reaching effect on farmers, the poor and the needy

SANGHAVI

Co-CEO, Avendus Capital Public Markets
Alternate Strategies

HEAD OF THE Budget, mar-
ket participants were
debating whetherit’saVote
on Account or an Interim
Budget or a full Budget.
There was some sense of disinterest,
given the Street wasn’t expecting any-
thing major. However, this turned
around quickly, as the finance minister
began his speech. By the end, it was an
eventful Budget with far-reaching
implications.

It has been a judicious mix of pop-
ulism and careful allocation of
resources. While expectations of pop-
ulism were largely prevalent, big-bang
announcements like the PM Kisan Sam-
man Nidhi and a rebate in income tax
for an assessee with up to Rs 5 lakh of

income came as a surprise. What it
effectively does is puts money in the
hands of people, which may boost con-
sumption. With the measures
announced, the Budget is likely to have
a far-reaching and broad-based effect
on farmers, the poor and the needy.

In terms of important macro num-
bers the markets watch closely, the data
is mixed. On the positives, fiscal deficit
is budgeted at 3.49% for FY20, which is
comfortable, given there is an addi-
tional allocation for compensating
farmers, under the PM Kisan scheme.
The debt-to-GDP number is also com-
fortable at 48%. The total expenditure
is based on the assumptions of overall
growth in tax revenues at 14%, which
again isreasonable. Revenue from non-
tax sources is what will need some mon-
itoring. Since resources are limited,
there hasbeen minor growth on capital
expenditure. Also, the gross borrowing
numberis relatively high,which hasled
to a rise in 10-year benchmark rate.
However, I do not expect inflation to
rise meaningfully.

On the corporate side, while there
wasn’t any major announcement, the
measures taken torevive the real estate
sector are heartening. Announcements
on treatment of capital gains, house
property tax and affordable housing
incrementally lends support to the ail-
ing sector.

What it means for markets? It is clear
that the biggest beneficiary is the con-
sumer sector (staples and discre-
tionary). The Budget is likely to provide
amaterial push to GDP,and higher bor-
rowings may have some pressure tem-
porarily on bond prices, which can
affect financials.The Budget is indiffer-
ent to industrials, IT and pharma. I
believe the Budget would be discounted
very quickly, and markets would again
start looking at global economies,
where the action is.

The Budget has tried to address
income inequality. I consider it as a
very big and long-term positive. It is a
fine balance of support, prudence
and aspiration, though limited by
the nature.
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Theburden of subsidies

The trend rate of expenditure on subsidies in April-Nov 2018 indicates
a higherspend than indicated in the revised estimates for 2018-19
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A K BHATTACHARYA

he government’s response to

I those who may be questioning
some of the revised estimates

for 2018-19 in the interim Budget pre-
sented last Friday is that the finance
ministry has access to information
and data that gives it the confidence
to put out those numbers. That should
be a reassuring message. After all,
these revised estimates are crucial to

the government meeting its revised
fiscal deficit target of 3.4 per cent of
gross domestic product (GDP) for
2018-19.

A reality check on these numbers,
nevertheless, should be useful. Let us
look at the expenditure on major sub-
sidies. The revised estimates for food
subsidy during 2018-19 are I1.71 tril-
lion, compared to the Budget esti-
mates of %1.69 trillion. Before the
interim Budget’s presentation,
monthly data for food subsidy was
available till November 2018. That fig-
ure put the food subsidy bill already
incurred between April and
November at ¥1.42 trillion or a month-
ly run rate of about 17,800 crore. If
one assumes the same run rate to con-
tinue in the remaining four months
of the current financial year, the total
food subsidy bill should increase to
%2.14 trillion. This will then end up
being at least 342,000 crore more than
the revised estimates put out in the

interim Budget.

Fertiliser subsidies have two major
components. Under urea subsidy, the
interim Budget showed that the
revised estimates for 2018-19 have
been reined in at I44,985 crore, a little
less than the Budget estimates of
344,989 crore. The monthly data on
urea subsidy spent during April-
November 2018 puts it at ¥33,294 crore,
or a monthly run rate of 34,162 crore.
If the same run rate continues in the
remaining four months of the current
year, the total urea subsidy bill will go
up to 349,941 crore, about ¥4,956 crore
higher than the revised estimates fig-
ure given in the interim Budget.

Similarly, the subsidy bill for nutri-
ent-based fertilisers, as shown in the
revised estimates for 2018-19, is 325,090
crore, exactly the same figure that was
given in the Budget estimates a year
ago. But the expenditure already
incurred under this head in the April-
November 2018 period is 20,152 crore,

or a monthly run rate of 32,519 crore.
And if the expenditure continues to
take place at the same rate in the
remaining four months of the year, the
total annual bill for nutrient-based fer-
tilisers subsidies would go up to
230,228 crore, which will be %5,138 crore
higher than the revised estimates put
out in the interim Budget.

That leaves the petroleum subsidy
bill, which the revised estimates in the
interim Budget had put at 324,833
crore, which was actually lower than
the Budget estimates of 324,933 crore
for the same year. Crude oil prices had
gone up steeply during the year and
the subsidy bills for cooking gas and
kerosene should have gone up.
Indeed, the subsidy bill on petroleum
incurred in the first eight months of
the year was estimated at 323,142
crore, indicating a monthly run rate
0f32,893 crore. If this run rate contin-
ues for the remaining four months,
the total annual subsidy bill on
petroleum would go up to 334,713
crore, which would be 9,880 crore
more than the revised estimates put
out by the interim Budget.

The total expenditure incurred on
these major subsidies during 2018-19,
as per the revised estimates, is 32.66
trillion, which is marginally higher
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than the Budget estimates of 32.64 tril-
lion. But if you extrapolate the data
from expenditure already incurred on
these subsidies in the April-November
2018 period to the full year, the
slippage could be as high as 20.62 tril-
lion and the actual major subsidies
bill could go up to %3.28 trillion, com-
pared to 2.64 trillion given in the
revised estimates.

Remember that the monthly figures
on the subsidies expenditure already
incurred are compiled and released by
the Controller General of Accounts
(CGA) every month. Of course, the
CGA’'s numbers are unaudited and pro-
visional. Also, the trend rates logic may
not apply in each and every case. The
Budget makers have more access to
information and data, which may have
given them the confidence to put out
the revised numbers. It is also possible
that its impact on the final fiscal deficit
figure could be neutralised by under-
spending, compared to the revised esti-
mates, under some other heads. Or has
a part of this expenditure been
deferred to the next year? But a devia-
tion from the trend rate by as much as
%0.62 trillion on major subsidies alone
could have serious implications for the
quality of the government’s overall fis-
cal consolidation programme.

RBI may change stance; rate cut unlikely

If data supports, we could see a rate cut next financial year but that may not signal the beginning of a new cycle

BANKER'S TRUST

TAMAL BANDYOPADHYAY

oday, if we take a poll of Indian
T industrialists on their expecta-

tions from the Reserve Bank of
India’s (RBI’s) last bi-monthly policy for
the 2019 fiscal year, 10 out of 10 will
pitch for a rate cut. They are also root-
ing for a cut in the banks’ cash reserve
ratio (CRR) — or the portion of deposits
kept with the RBI — to release money
into the system.

Indisposed finance minister Arun
Jaitley too has asked for a rate cut,
albeit indirectly — saying, India cannot
have a real rate of interest that's higher
than anywhere else in the world.

The chorus for the cut has grown
ever since the retail inflation data for
December 2018 was released. Retail
inflation in December dropped to its
18-month low of 2.19 per cent, lower
than what most analysts had expected,
driven by continued deflation in food
prices (-2.5 per cent). Since July 2018,
retail inflation has been on a slide.

The RBI is committed to achieve a
medium-term target of 4 per cent retail
inflation on a durable basis within a
band of plus or minus 2 per cent, while
supporting growth. In its December
monetary policy review, the Monetary

Policy Committee (MPC), Indian cen-
tral bank’s rate-setting body, projected
2.7-3.2 per cent inflation in the second
half of 2019 and 3.8-4.2 per cent in the
first half of 2020 (with upside risks).
The projection was revised downward
after RBI’s earlier estimate undershot
the actual data.

Even the December inflation pro-
jections for the second half of the cur-
rent fiscal year as well as the first half
of the next year could be high. This
and a sharp drop in the index of indus-
trial production (IIP) in November are
behind the rising demand for a rate
cut. The so-called base effect alone
cannot explain 0.5 per cent IIP growth
in November as the decline is broad-
based. An area of particular concern
is the contraction in manufacturing
production. Does this signal a slow-
down ahead?

Indeed, headline retail inflation is
hovering below expectation but the so-
called core inflation or non-food, non-
oil, manufacturing inflation in
December remained unchanged at 5.7
per cent. In fact, core inflation, excluding
transport and communication, actually
rose to 6 per cent in December from 5.6
per cent in November, driven by higher
inflation in health, education, household
and personal goods. Had there been no
dramatic fall in crude prices, which had
led to a drop in the retail prices of petrol
and diesel, the inflation figure would
have been different.

It is difficult to get a hang of things
when global crude prices are so volatile.
From $86 a gallon in October it dropped
to $49 in December to climb back to
$62 in January, the level it is trading
now. In tandem, the movement of the
10-year treasury bill yield yo-yoed from
8.24 per cent to 7.21 per cent and closed

The interim Budget’s push for consumption and growth stimulus may give a fillip to

the equities but the bond story may be over

at 7.61 per cent on Friday. And the
Indian currency, which dropped to
7448 a dollar in October, strengthened
to 69.18 in the first week of January.
Last week, it closed at 71.3.

The RBI has been buying bonds to
infuse liquidity in the system. So far, it
has bought %2.36 trillion worth bonds.
The pressure on liquidity has eased and
this may continue to mid-March when
Indian corporations pay advance tax on
their estimated profits for the quarter.

The biggest joker in the pack is the
state of the fiscal situation. The bud-
geted fiscal deficit target of 3.3 per
cent of gross domestic product (GDP)
won’t be met; it will be marginally
higher at 3.4 per cent and, more
importantly, next year too it is esti-
mated to be 3.4 per cent. The govern-
ment’s market borrowing has been
raised this year and also for fiscal year
2020 even as the tax revenue projec-
tions are rather optimistic.

Clearly, it is turning out to be a struc-
tural issue. The interim Budget is expan-
sionary, populist and inflationary on the
margin. Its push for consumption and
growth stimulus may give a fillip to the
equities but the bond story may be over.
Last Friday, the 10-year bond yield rose
11 basis points from the day’s low after
the Budget presentation. One basis point
is a hundredth of a percentage point.

Irrespective of which political party
comes to power after the May elections,
it will be difficult to claw back most of
the welfare schemes which will inflate
the government spend and fiscal
responsibility will be the casualty.

Against this backdrop and around
5.8 per cent six-month average core
inflation, a rate cut is unlikely but I will
not rule out a change in the stance of
the monetary policy — from “calibrated
tightening” to neutral. If economic
activities remain muted, the pressure
on core inflation will ease and the next

AS I SEEIT

rate cut could be as early as in April,
just ahead of the general elections.

After the last meeting of the MPC in
December (which left the policy rate
unchanged at 6.5 per cent), former RBI
governor Urjit Patel had said “if the
upside risks to inflation do not materi-
alise, there is a possibility of space
opening up for appropriate RBI action”.
The decision on a no-change policy rate
was unanimous, while one of the six
members of the MPC, Ravindra
Dholakia, voted in favour of changing
the stance to neutral.

Some analysts say the February pol-
icy could turn out to be the governor’s
policy. How? Here’s what they say:
Among six MPC members, Michael
Patra and Viral Acharya will surely vote
against a rate cut but Pami Dua may
join Ravindra Dholakia for a cut. A lot
will depend on Chetan Ghate and
Shaktikanta Das; if there is a tie, Das
will have the casting vote.

Ifindeed the tie happens because Das
is against a rate cut (and Ghate in favour
it), his casting vote will only reaffirm that.
This will also be case, if he favours a rate
cut (and Ghate opposes it). So, either way,
it will be the governor’s policy.

But my take is the MPC meet will be
devoid of any such drama. If at all there
is a tie, it could be on the stance of the
policy and not the action. The interim
Budget has sealed the outcome of the
MPC meeting — no rate cut and a likely
change in policy stance. If data supports,
the earliest we could see a rate cut is in
April but even if that happens, it will not
signal the beginning of a new cycle.

The columnist, a consulting editor with
Business Standard, is an author and senior
adviser toJana Small Finance Bank Ltd.
Twitter: @TamalBandyo

On awing and a prayer

Chairman of trouble-hit Zee group
Subhash Chandra last week urged
investors to defeat the “negative
forces"” by buying shares of Zee and
Dish TV following a sharp slide in
their value. The plea raised many
eyebrows as promoters do not often
ask people to buy shares in their
companies. "Instead of asking
people to buy its shares, the Zee
group chief should have asked them
to subscribe to their channels amid
the uncertainty created by Trai's new
policy," said an analyst. Aimed at
transparency, the new broadcasting
guidelines give users more leeway to
choose channels they prefer.

Naidu takes the lead

It seems Telugu Desam Party
President N Chandrababu Naidu has
taken it upon himself to iron out the
remaining differences between the
Aam Aadmi Party (AAP) and the
Congress for the sake of the
mahagathbandhan. He was in Delhi
last Friday and met both Congress
President Rahul Gandhi and AAP
Convener and Delhi Chief Minister
Arvind Kejriwal. He said there is a
"democratic compulsion" for all the
Opposition parties to come together;
however, "the political compulsion
of each party at the state-level must
be taken into account” while
forming a united force before the Lok
Sabha polls. His statement assumes
significance because an alliance
between the AAP and the Congress is
yet to materialise as both sides
continue to attack one another and
assert they would be going solo for
the upcoming polls.

Adopt a cow

Madhya Pradesh Chief Minister Kamal
Nath was reportedly aghast that there
were not many government-run cow
shelters in a state that was ruled by the
BJP for 15 years. He told a gathering,
"Nare to khoob lagate hain — pandra
saal aise hi nikal diye." (They spout
many slogans, but did little over the
last 15 years.) To make good, Nath has
proposed a scheme under which
ordinary people of the state can adopt
a cow. The idea is to open at least 1,000
cow shelters in the state by May this
year. The proposed adoption will
ensure economic viability of these
shelters. According to an estimate, the
government will spend ¥450 crore to
build these shelters.

An "'unconventional’ interim Budget

Was Friday's Budget an act of constitutional impropriety, as the government's
opponents have proclaimed, orwasit justified, as its ministers insist?

.
KARAN THAPAR

ith a speech that stretched
s ’s ; over a hundred minutes the
interim Finance Minister has
announced major, new and sweeping
policies that will have a significant
impact on our people and economy. He
called it an interim Budget but it defi-
nitely wasn’t. It was a full-fledged
Budget. Not only does it bear no com-
parison to the interim Budgets delivered
by Jaswant Singh in 2004, Pranab
Mukherjee in 2009 and P. Chidambaram
in 2014 but few full-fledged Budgets
have been as ambitious as this one.

So was this an act of constitutional
impropriety, as the government’s oppo-
nents have loudly proclaimed, or was it
justified and legitimate, as its ministers
insist?

Yashwant Sinha, a distinguished for-
mer Bharatiya Janata Party finance min-
ister, has said that to use an interim
Budget to announce major new policies
involving sizeable expenditure and sig-
nificant tax changes would be “uncon-
stitutional”. His arguement is simple.
Convention is as much a part of our
Constitution as its written articles and
today it’s a well-established convention
that interim Budgets are just votes on

account to ensure that the business of
government continues.

You could, if you want, add a moral
argument to the constitutional one. No
doubt the Modi government is a full-
fledged one with a majority in the lower
house and a mandate till the May 26 but
on April 1, when the new financial year
starts, it will only have 46 days left. Is it
fitting for it to present a full-fledged
Budget valid for 365 days which covers
319 under its successor? Having done
so, it’s tied the next government’s hands
in two important senses: given their
populist appeal, it would be difficult not
to continue with these policies and,
additionally, it might have to find the
resources to fund them.

The government’s grounds for pre-
senting a full Budget three months
before the elections seems equally per-
suasive. To begin with, in India conven-
tions don’t have the same force as they
do in Britain. You could also argue that
a convention exists only as long as it’s
observed. When it’s not, it ceases to be.

More importantly, nothing in the
Constitution actually disallows a govern-
ment with just three months left from pre-
senting a full-fledged Budget. Indeed, as
Yashwant Sinha has admitted, “the con-
stitution does not have a proviso that
specifically deals with the presentation of
the Budget”. So if it’s not specifically dis-
allowed you could argue it’s permitted.

Finally, there’s Arun Jaitley’s view
which is based on the needs and exi-
gencies of the economic situation. “The
larger interests of the economy always
dictate what should be in the interim
Budget”, he has said. At the present, he
adds, there are challenges which “can-

not afford to wait (and) there’s a neces-
sity to address some of them”.

This is not such a singular stand-
point. In 2014, when P. Chidambaram
made a series of changes in excise duty
and service tax, he justified his actions
with the following logic: “the current
economic situation demands some
interventions that cannot wait for the
regular Budget”. Of course, Piyush Goyal
went a lot further than P. Chidambaram.
But you could say that’s a matter of
detail. The justification is the same.

Piyush Goyal’s interim Budget also
defies convention in one other sense
and how it’s hereafter treated by
Parliament might be another. The
farmers’ income support scheme has
been announced with retrospective
effect. That’s not just unusual it’s never
been done in an interim Budget. But
then there’s always a first time.

The manner in which Parliament
handles the Goyal Budget could consti-
tute another breach. NK Singh, a former
Finance Secretary, has pointed out that
so far changes to the Income Tax Act
have always been referred to the
Parliamentary Standing Committee on
Finance. Will that happen this time? It
will be novel if it doesn’t. But doesn’t
Parliament have a right to decide
whether or not it should?

Now, when the Prime Minister
describes the Budget as “a trailer” is he
only alluding to the possibility his gov-
ernment has more surprise announce-
ments up its sleeve or is he also hinting
there are other conventions that could
be disregarded as the government bur-
nishes its electoral appeal?  hope not but,
after Friday’s Budget, you can’t be sure.

Revamp fiscal plan

This refers to the article “Time to improve
the fiscal architecture” (February 1). The
three suggestions by A Prasanna relating
to the creation of a Fiscal Council, the
adoption of a ‘deficit neutral’ rule by the
government and advance annual ceiling
for market borrowing make sense in the
context of the government’s search for
external remedies for internal debilities.

The government’s efforts to camou-
flage fiscal deficit using surreptitious
methods like deferring payments due
and pressurising government-owned
bodies to divert funds or pay extra or
advance dividends have invited adverse
observations by analysts. There is one
school of thought that considers explain-
ing a higher deficit with more prudent
and transparent accounting system a bet-
ter and desirable alternative than the pre-
sent tightrope walking that brings embar-
rassment to several organisations.

The long-term solution lies in map-
ping the nation’s unaccounted for wealth
and considering a realistic taxation policy
that covers high income groups and agri-
cultural income.

M G Warrier Mumbai

Time for scrutiny

President Ram Nath Kovind, while
highlighting the various achievements
of the National Democratic Alliance
government when he was addressing a
joint sitting of both the Houses of
Parliament, hailed the efforts to build
a new India and touched upon issues

like surgical strikes, the Rafale deal,
Swachh Bharat, the Triple Talaq Bill,
Citizenship Amendment Bill. These
might be great achievements for the
government but I want to ask what it
has achieved with regard to core issues
such as unemployment, poverty, rape,
mob violence and a rapidly declining
economy. These are the issues crying
for attention.

Mohd Faheem Mumbai

Partial analysis

This refers to “What not to do in a cor-
porate crisis” (February 1) by Aakar Patel.
Mr Patel is grossly unfair to Dewan
Housing Finance Corporation (DHFL)
and overly favourable to the Zee Group
— the two companies he has chosen to
compare from the point of view of their
response to the recent crisis situations.

In his eloquent write up, he tries to
run down one highly respected (before
the crisis) company and, at the same
time, is strangely charitable to the oth-
er! He is purportedly commenting on
the “corporate communication skills”
of large Indian companies in general -
“still executed by multi-billion dollar
businesses in a crisis as if they were
mom and pop shops” — but uses his
immense capabilities and flowery word
play to just run down one and find good
in the other. My respect for him - as an
exceptionally good independent
columnist — has gone down several
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notches after reading this article, which
smacks of outright partiality.

Without going into the faults of the
two companies involved — as I do not
have any knowledge about their work-
ing —I think DHFL's response is very
specific, businesslike and to the point.
Its only mistake perhaps was that it was
not signed by their top man and, in con-
trast, Subhash Chandra (pictured),
chairman of Zee, seems to have written
one, full of irrelevant family history and
internal feuds. In another report, he
had even alluded to "negative forces
sabotaging his outfit" — hardly suitable
when defending your company in the
face of alleged loan repayment defaults.

Krishan Kalra Gurugram
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Unsustainable welfarism

India needs a strong bond market to check electoral populism

ddressing a political rally in Durgapur, West Bengal, on Saturday,

Prime Minister Narendra Modi hailed the interim Budget for 2019-

20 as a “historic” step towards empowering peasants, workmen and

the middle class, and promised more benefits for all sections in the
full Budget if his party returned to power after the Lok Sabha polls. The inter-
im Budget had several steps towards creating a welfare state, including an
income support scheme for farmers owning up to 2 hectares — about 120 mil-
lion households — who would receive income support worth 6,000 a year.
It introduced a pension scheme for unorganised sector workers — with the
government making a matching contribution — to provide a pension of
%3,000 a month after 60 years of age. Then there was an income tax rebate for
those with a taxable income of up to 35 lakh.

What is creditable is that the government has managed to do all this with
alimited impact on the fiscal deficit. The broader point, however, is whether
a country with relatively meagre financial resources can afford such open-end-
ed welfare programmes. It would be unfair to blame this government alone;
in fact, Mr Modi deserves compliments for coming out strongly against more
damaging measures such as farm loan waiver because they destroy credit dis-
cipline while doing precious little to improve the condition of farmers. It’s a
different matter that the Bharatiya Janata Party did nothing to stop the Uttar
Pradesh and Maharashtra governments from announcing the same in the run-
up to the state elections. Competitive populism is something the opposition
parties have also adopted with enthusiasm — Congress President Rahul
Gandhi, for example, has said he would not allow Mr Modi to sleep till a pan-
Indian farm loan waiver was announced and has promised a minimum
income guarantee for all if re-elected in the Lok Sabha elections in May.

What these promises underline is a steady move towards welfarism that
can’t be reversed, binding the Indian state into fiscal commitments that would
be increasingly difficult to sustain. Indeed, the evidence of the developed
world over-committing and then slipping, as a result, is there for all to see. It
would appear that the Indian political system is also making the same mistake.
The truth is India’s decision-makers do not have any effective guardrails to hold
them back from promising something that could be exorbitantly costly. In a
big way, the question is about the financial cost of such schemes. For example,
in the absence of a well-developed bond market, there is no fully effective way
for the markets to raise the red flag by means of higher yields and interest rates.
India’s half-hearted efforts to wean its lenders to the bond market have met with
limited success. A strong bond market is a necessary institutional mechanism
to check unrestrained fiscal populism. Its success would hinge on liquidity for
lower-rated paper, investor appetite for the entire debt spectrum, adequate
hedging mechanism, and an increasing supply of bankable papers. Given
that the inexorable appeal of populism is unlikely to disappear soon, India must
prioritise the development of a bond market.

BacktoFeb28

Advancing the Budget by a month not working out

he interim Budget — which was more like a full Budget than pre-

vious votes-on-account — was presented on the first day of

February, as has been the case for the two preceding Union Budgets.

This follows a decision taken during the 2016-17 financial year to
advance the Budget presentation date by a month, ending the long tradition
of presenting it on the last day of February. The first indication of this change
came on October 26, 2016, when Prime Minister Narendra Modi — while
chairing one of his meetings on timely implementation of schemes with
states — urged bureaucrats to align their planning to this new schedule so as
to benefit as much as possible from it. The hope was that an earlier Budget date
would be able to provide greater certainty earlier in the year, and front-load
expenditure somewhat. There had been complaints from various centres of
expenditure in the Union and state governments that they tended to be some-
what short of disbursements in the first quarter of any financial year, as the
government machinery responded too slowly to the Budget decisions
announced in end-February. Legislative approvals for all spending should ide-
ally have been undertaken during the month of March, so as to be ready for
the new financial year in April — and sometimes there were delays.

But in the two financial years that this practice has been in place, the deci-
sion’s drawbacks have become clear. Most importantly, there simply isn’t
enough data in place for a proper and effective budgeting process. Consider,
for example, the headline numbers of any Budget — the fiscal deficit for the
ongoing year, and the fiscal deficit target for the next financial year. While the
latter is always an unknown value, the current year’s fiscal deficit depends on
the data available of spending and revenue over the months so far and expec-
tations for the remaining months. When presented on February 1, not only is
less known about expenditure — this is a surmountable problem, given
expenditure choices are the government’s — there is crucially too little known
about revenue. This has led to revenue projections in the Revised Estimates
being often the same as the Budget Estimates. If we don’t have real revised
numbers, it becomes harder to budget accurately for the new year. This takes
away from the credibility of the fiscal deficit number. Even more worrying is
the denominator of how the fiscal deficit is generally presented — as a frac-
tion of gross domestic product (GDP). Unfortunately, the first Revised
Estimates for GDP are only known by the end of January. The Advance
Estimates of GDP, which are used instead, have been subject to major revisions
recently. Some government officials highlighted, after the interim Budget, the
difference that using the Revised Estimates would make to the Budget’s pre-
dictions regarding the fiscal glide path.

There are several other ways in which the paucity of data makes a Budget-
preparation exercise that targets February 1 far less useful than one targeting
February 28 or 29. The only way to correct this is to return to the original date on
which Budgets were presented — while improving the speed of disbursements
of funds. There is no substitute for a sensible and clear Budgeting process.

ILLUSTRATION BY AJAY MOHANTY

Hiding the
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numbers

Contrary to expectations, Narendra Modi's government may have been

more fiscally profligate than UPA-II

nfortunately, it is now widely accepted that

we can no longer trust the Indian govern-

ment’s numbers. And here I am not talking

about the widely discussed “new series” cal-
culations of gross domestic product; I am not talking
about the discredited “back series” of that same GDP;
and Iam not even talking about the claims made about
job growth using EPFO statistics, which measure for-
malisation of the economy. I am talking about the most
fundamental macro-economic indicators: Those pre-
sented in the Budget.

In the interim Budget presented last week the
numbers cannot be said to fairly reflect reality.
Consider the claim that India continues to be on a “fis-
cal glide path” to a deficit of 3 per cent
of GDP. This is increasingly hard to
believe. The years after the near-crisis
of 2013, including the last year of the
United Progressive Alliance, featured
apparently genuine attempts to cut
the deficit. But those attempts appear
to have been given up on.

This year, although there is no major
macro-economic crisis, the fiscal deficit
target has again been missed — and

we are supposed to believe that, once PO I_I CY RU I_ES

again, we will make the 3 per cent target

what happens to the Budget’s projections?

Prime Minister Narendra Modi has been given con-
siderable credit for being a fiscal hawk. The evidence
suggests, however, that while he wants credit for being
afiscal hawk, he is unwilling to actually rein in spend-
ing or increase revenue. It seems that it was in fact the
UPA that worked harder on fiscal compression. If you
don’t believe that, why not listen to Economic Affairs
Secretary Subhash C Garg? He pointed out this week to
the Financial Express that “the real expenditure growth
during the entire five-year tenure of the previous gov-
ernment was only about two per cent”.

Asaconsequence of the Modi government’s unwill-
ingness to control spending, the Budget deficit figure
is not just unbelievable, thanks to the
unrealistic projections, but also down-
right deceptive. Government expen-
diture is being hidden by financing
spending through other pools of cash
that are under government control. A
comparison with the first UPA’s off-
Budget liabilities, such as “oil bonds”,
is revealing. That process was more
transparent. The then finance minister,
who justly built up a reputation for
depending on off-Budget items and
spending rollovers, did at least him-
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after next. Thisis like when senior UPA

officials constantly claimed that 8 per

cent growth was two to three quarters away.
Government officials can truthfully point out that the
slippage was only from 3.3 per cent of GDP to 3.36 per
cent of GDP. Howevetr, the “glide path” can no longer be
taken seriously, and deserves the same scepticism that
the UPA’s insistence received.

Other projections in the Budget are similarly untrust-
worthy. No real answers have been given as to why the
receipts from the goods and services tax are3l trillion less
than the Budget estimates. If GST revenue increase by
about 6 per cent this year, why does the Budget claim that
itwill goup by about 20 per cent next year? Ifit does not,

self acknowledge the problem in his
speech: “As a first step, I have shown
these liabilities clearly... I intend to
request the 13th Finance Commission to revisit the
roadmap for fiscal adjustment [to take these off-Budget
liabilities into account]”. No such transparency is on
display at the moment.

The mechanisms being used are unprecedented
and problematic in a manner quite different from the
oilbonds. The small savings fund, for example, is being
used to prop up Air India — something that was in the
pastdone out of Budget allocations. This is not the gov-
ernment’s tax revenue to use. It is our savings — our
public provident fund money, for example. It is being
used for political ends, such as protecting Air India,
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even though that failing airline is a uniquely awful des-
tination for anyone’s savings. This money should have
come out of taxes. Why are we blaming bankers for
throwing good money after bad to Kingfisher when
the government, as the protector of our savings, is doing
exactly the same with Air India?

Then there is the misuse of disinvestment — which
no longer implies the reduction of government control
and thus increasing the productivity of capital tied up
in the public sector. Instead disinvestment has become
an exercise in shifting capital from the public sector to
the government, which then uses it to fund expenditure.
This is a scandalous misuse of public resources and
constantly increases inefficiency and capital misallo-
cation in the economy. Public sector enterprises should
use their reserves to invest.

Other public agencies are being forced to borrow in
order to meet government policy priorities, since
direct funding has been slashed. The Budget squeezed
the highways ministry, for example, raising next year’s
outlay by only 6 per cent. The consequence is that
agencies like the National Highways Authority of
India, although they have no real balance sheet
strength, are upping borrowing considerably, at gov-
ernment orders — without this being reflected in the
Budget numbers. The NHAI owes 1.5 trillion, and
has negligible earnings or cash flow. It finances its
past debt by taking on new debt, all with a sovereign
guarantee. The roads it borrows against are not its to
give away — they are the property of the government.
Most expect that the NHAI will be borrowing 60,000
crore from the market and the Food Corporation of
India will be borrowing X1 trillion. All of this borrow-
ing — directed and guaranteed by the government —
isinvisible in the Budget.

Analysts have begun to point to these negative debt
dynamics. Pranjul Bhandari of HSBC has pointed out in
these columns that the net supply of government paper
has gone up from 6.6 per cent of GDP to 8.2 per cent of
GDPinjust two years. Sajjid Chinoy of JPMorgan argues
that the public sector borrowing requirement has
remained “close to” 8.2 per cent of GDP for five years,
and so household financial savings “have fallen in
recent years from 22 per cent of GDP to 16 per cent”.
Most directly focusing on the Centre, Prithviraj Srinivas
of Axis Bank points out that the “government directed
borrowing has net increased” under Mr Modi: Public
sector enterprises now borrow 1.6 per cent of GDP more,
while the government has reduced its stated fiscal
deficit by only 1.1 per cent of GDP.

There is only one possible conclusion: Mr Modi
deserves no credit for fiscal prudence. He has in fact
been more profligate than wise. If private investment
has not revived, it is because the government is crowd-
ing out private borrowing — flooding the market with
its own paper, instead of paying for its spending out of
taxes like it should. You can rightly laugh at GDP num-
bers that claim we grew faster in the demonetisation
year than in any other in our history. But if you do
believe the GDP numbers, then you should note that
there has been a sharp slowdown last year — at the
same time that borrowing hit high gear. The Centre for
Monitoring Indian Economy said last month that new
project starts are at a 14-year low. This is stagnation, not
growth. Mr Modi’s big bet — that government spending
could Kick-start investment when combined with big
talk and a little painless reform — has failed. He took
over a recovering economy with a tight deficit reduction
programme and ran it into the ground.
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Whyisbad behaviour in FIs widespread?

governance have been hitting the headlines
regularly for the past few months: The tottering
behemoth Infrastructure Leasing & Financial Services,
the sinking Dewan Housing Finance Ltd, alleged
improprieties by the former managing director of ICI-
CIBank, the shock and horror show unleashed by the
Zee promoters, unknown issues in YES Bank and Axis
Bank, whose chiefs have been shown the door, and, of
course, the continuing self-serving behaviour of some
promoters like that of Sterlite/Vedanta, and so on.
Each of these events has led to a sudden and mas-
sive erosion in shareholder value. DHFL is the most
egregious of all, whose stock has fall-
en from just under3700 to about 110
now, a crash of 85 per cent since ear-
ly September 2018. The shares of YES
Bank have more than halved. IL&FS
isan unlisted company but its impact
has reverberated across the financial
sector with liquidity drying up and
risk aversion rising.
Coming in quick succession,
these events have once again showed

! spate of corporate scandals and cases of poor

how little shareholders can possibly
know about what is goingon inside a I R RATI 0 N AI' CH 0 I CE

of bad corporate behaviour. Notice one thing common
among the names IL&FS, DHFL, ICICI Bank, YES Bank,
Axis Bank...? They are all financial firms. Also remem-
ber, India’s economic growth has been severely held
back by the massive loot of the largest segment of the
organised financial sector — public sector banks (PSBs)
— by netas, babus, bankers and businessmen. Between
them, PSBs and rogue financial firms have inflicted
the maximum damage to savers at the micro level and
to the economy at the macro level.

If there is a systemic crisis, if there are fears of a con-
tagion, if the money of retail savers is at risk, you can
bet that one or more financial firms would have caused
it. The financial crisis that started in
the US and spread like wildfire from
Iceland to India was entirely caused
by lenders with the help of stockbro-
kers and institutional investors —the
key players in the financial sector.

It isn’t that non-financial firms
cannot be blamed for large-scale
wealth destruction through financial
frauds. But such instances are rare.
And over the years, regulation and
disclosure in securities markets have
ensured that sensible investors can

publicly listed company. This applies DEBASHIS BASU
as much to institutional shareholders

as to retail shareholders. Can some-
thing be done to avoid situations like these? At one
extreme, each time an “accident” happens, some will
call for stricter regulation. At another extreme, some
tend to shrug and say, “You can’t regulate bad behav-
iour,” meaning accidents will always happen and reg-
ulation cannot stop them. Is it possible to have a more
meaningful perspective other than these two extremes,
and, if so, a more effective solution to the problem of
bad corporate behaviour?

We can reduce accidents only if we look deeper and
isolate what is by far the biggest component of the issue

avoid accidents by staying away from

promoters with a poor record of gov-

ernance. Supervising financial firms,
however, is another matter. Financial firms need
stricter rules of operations. If they are publicly listed,
they have to be supervised by two regulators at least —
the securities market regulator, the Securities and
Exchange Board of India, and the financial markets reg-
ulator like the Reserve Bank of India. Housing finance
firms are additionally supervised by the National
Housing Bank. If financial firms are the cause of repeat-
ed crises, could it be that the regulators are not doing
their job properly? Try to answer these questions:
@ PSBs have needed repeated bailouts over the last 20

years with public money. How many people have been
held accountable for it?

@ That a lender must have enforceable collaterals
throughout the term of a loan is something even a
school student would understand. Who has been held
responsible and punished for the 10 trillion which
went bad at PSBs and may not be recovered because
they don’t have any enforceable collateral?

@ Why has the ministry of finance been funnelling
public money into PSBs for three decades without
doing something fundamental — bringing in a system
of positive and negative incentives?

@ If Dewan Housing Finance collapses, would the
National Housing Bank be questioned?

@ How could IL&FS, supervised by the RBI, be
allowed to run by a small cabal of professionals like
their private fief for almost three decades? Or allowed
to create a web of almost 350 companies that bor-
rowed more than 1 trillion?

@ Didn’t the RBI brass fail to act on multiple letters
from an IL&FS whistleblower and its own inspection
report? If so, shouldn’t someone be punished?

This is just a small sample of lawlessness that is
rampant in the financial sector, which needs stricter,
not more relaxed, regulation, one that must be fol-
lowed in practice and not remain on paper. What we
have, instead, is regulatory capture by crooked play-
ers due a combination of corruption and incompe-
tence among regulators. Hence, the way to avoid sys-
temic risks is to make regulators, especially those
directly in charge of financial firms, accountable for
every major slip. The question is: Who can supervise
the regulators? It is the ministry of finance and the
prime minister’s office since they function like a strong
command and control centre. But over five years of
maximum governance, neither of these offices has
made financial regulators accountable.

The writer is the editor of www.moneylife.in
Twitter: @Moneylifers
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BOOK REVIEW

DWIGHT GARNER

When Chris Christie first met Donald
Trump, over dinner at the Manhattan
restaurant Jean-Georges in 2002, the devel-
oper ordered for both of them. This power
move has received insufficient study.

Trump had waiters bring Christie the
seared scallops and the roasted lamb loin.
“I'm allergic to scallops,” Christie recalls
in his new memoir. He adds, “I've always
hated lamb.”

The future governor of New Jersey was
gleaninglessons in domination. He was an
apt pupil. Let Me Finish is a superficial and
ungainly book that tries to cover so many

justifications, it’s a master class in sucking
up and kicking down, it’s a potted memoir,
it’s a stab at political rehabilitation — that
reading it is like watching an octopus try to
play the bagpipes.

At heart it’s a reminder that, before
Bridgegate, before the 2016 presidential
election and before the infamous photo-
graphs of him sunbathing on a closed
beach during a 2017 state government shut-
down, Christie was the favourite political
intimidator of many Americans. An alter-
native title for this unintentionally poignant
book might have been, “You Used to Really
Like Me, Remember?”

Because Christie was positioned to be
the brashest candidate in 2016, he had the
most to lose from a Trump insurgency. He
saw the threat instantly. After the first
Republican debate, he said to his wife,
“We've got a problem.”

“From a stylistic perspective,” Christie
writes, “he was everything I was — but on
jet fuel.”

After he dropped out of the 2016 race,
Christie became the first governor to
endorse Trump. Christie drew on his long
friendship with Trump and became a close
adviser. Often enough, in his own estima-
tion, he was the only adult in the room. He
nearly became Trump’s running mate.

He was repeatedly stymied by Jared
Kushner, Trump’s son-in-law. Like a fawn,
Kushner is seen in this book grazing on
what Christie calls “his typical salad.”

Bambi was bent on payback. Christie
had helped send Kushner’s father, the
prominent New Jersey real estate develop-
er Charles Kushner, to prison in a lurid case
that involved tax evasion and witness tam-
pering. According to Steve Bannon, Christie
writes, Jared Kushner was “obsessed with
destroying me.” Every chair Christie sat in
had a trap door underneath.

Christie saves his real fire in this book —
which was written by a ghostwriter named
Ellis Henican — for Bannon, the one-time
chief executive of Trump’s campaign. He

calls Bannon “self-impressed,” a “snake”
and “the only person I have ever met who
can look pretentious and like an unmade
bed at the very same time.”

Christie accuses Bannon of peddling
lies about him to Bob Woodward, among
other journalists. More crucially, he
remains apoplectic over Bannon’s deci-
sion, alongside other advisers, to toss out
Christie’s monumental 30-volume plan
for Trump’s transition.

Trump didn’t want to talk about the
transition. Bad karma, he thought.
Expecting Trump’s other senior advisers to
read 30 volumes, especially from Christie,
was like waiting for monkeys to begin typ-
ing Shakespeare. In Christie’s view, trash-
ing the transition plan was the original sin
of the Trump administration.

The president didn’t get the right peo-
ple. Instead he got “the revolving door of
deeply flawed individuals — amateurs,
grifters, weaklings, convicted and uncon-
victed felons — who were hustled into jobs
they were never suited for, sometimes
seemingly without so much as a back-
ground check via Google or Wikipedia.”

If Trump had only listened to him,

Christie writes, he would have fired James
B Comey, then director of the FBI at the
start of his administration. His later firing
would become, according to Bannon, the
worst mistake in modern political history.

Ifyou skim through Let Me Finish, near-
ly all you will see is Christie saying, in so
many words, I told you so.

He told Trump that retired Lt Gen
Michael T Flynn was trouble. He told
Trump to stop picking on Khizr Khan, the
Gold Star father. He was the only one who
could tell Trump when he’d done poorly in
adebate. Christie’s sense of being right at
every moment is wearying. Like a fan that
blows for too long, his grille fills with dust.

As aliterary performance, this book is
nylon, not wool or silk. If you want to read
an excellent book about Christie and
about New Jersey politics, find a copy of
Matt Katz’s 2016 biography, American
Governor: Chris Christie’s Bridge to
Redemption. It’s cleareyed but sympa-
thetic. Christie is vastly more likable in it
than he is here.

Trump himself comes off rather well in
this book. Christie remains a believer. He
praises Trump as a father. He writes: “He

knows who he is and what he believes in.
He has a keen understanding of what reg-
ular people are feeling. He commands
extraordinary loyalty from his supporters
and has unique communication skills.” He
thinks it’s not too late for Trump to turn
things around.

Is Let Me Finish a plea to be let back in,
at a high level, to Trump’s administration?
Is it a platform from which to run for pres-
ident in 2020 if Trump drops out? Do vot-
ers want him back? This self-serving book
doesn’t make the most appealing case. Is
anyone longing for another in-your-face
president? And does he have too much bag-
gage? It may be true that, as Karl Ove
Knausgaard put it in one of his “My
Struggle” novels, “What’s done isdungand
cannot be undung.”
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