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Decisive Modi, Balakot
worked for the NDA

A raft of social welfare schemes helped the voter beat farm blues;
for India Inc, prospects for economy trumped Hindutva discomfort

OING BY THE exit polls, the NDA is set to make a big comeback. Even if its

tally doesn’t quite match what some pollsters have predicted, it looks set to

getthe numbers to form the next government.And as many commentators

have pointed out, this victory for the BJP, led by prime minister Narendra
Modi,would be far more remarkable than the one in 2014.Afterall, this time around,vot-
ers have taken a far more informed view of the PM and his team. And if they want him
backat the helm, they are convinced there is no one better to lead the country.

Even if the NDA hasn’t done all that it promised, especially in terms of creating
more jobs, the voters believe the PM has tried. Importantly, they believe he is more
capable of delivering the goods than any other leader. The short point: no one’s will-
ing toriska khichdi cabinet, petty political squabbling and a prime ministerwith no
experience in government. On the ground, many are impressed with the PM as an
individual and his ability to work hard, his modest upbringing and concern for the
under-privileged.

One would have thought the severe distress in rural India—first, due to two con-
secutive poor monsoons and, later, due to the collapse in crop prices—would have
caused resentment in the farm community. The NDA did very little by way of agri-
reformsand,while it did raise support prices sharplylast year, little was procured. But,
the 6,000 payment to farmers, most of whom received at least one installment in
February,seems to have revived the faith and assuaged their concerns for the moment.
Indeed, if the exit poll numbers are to be believed, even the pain of demonetisation
and GST have been brushed aside, if not forgotten. Some say the poor appreciate the
crusade against corruption and are content to see the better-off suffer.

Even the losses to farmers from the tens of thousands of straying cows—which
have damaged the crop, and have required farmers to
spend ¥10,000-15,000 on fencing their fields—doesn’t
seem to have angered them. It is possible thiswill cost the
BJP a few seats, but, by and large, farmers seem to willing
to forgive the government. If the exit poll numbers are
right,the NDA is perceived to be a government that cares
forthe poor.The several social welfare schemes—Ujjwala,
Swachh Bharat,Ayushman Bharat and the eleventh-hour
Kisan Samman Yojana—have been appreciated.To be sure,
these schemes maynot have been the big success theyare
made out to be. But, the effort has been appreciated.

Also,the PM focusing the discourse on national issues
has worked with the masses. To be sure, making the Bal-
akot strikes an election issue and references to the army
as Modi sena were strictly avoidable, as was the PM ask-
ing forvotes in the name of the army. But, the tough-on-
terror narrative, after the Pulwama attack in which 44
jawans were Kkille, seems to have struck a chord. Perhaps,
what the recent military action between India and Pak-
istan has done is to make people more conscious of the
problems on the border. There may be no real military threat at this point, but peo-
ple want to feel safe and secure. Again, the exit polls suggest the electorate clearly
believes Modi is a strong, decisive leader capable of protecting the country, even if
he is considered to be autocratic.

The numbers also suggests that much of the electorate is ignoring the NDA’s
Hindutva agenda.While,in some parts of the country (West Bengal, for instance), the
appeasement of minorities has upset the majority community—and could cost the
TMC more seats than it may have anticipated—there seems to be little concern on
Hindutva.It is possible that the lack of jobs and the general weak state of the econ-
omy is compelling people to be practical.

Even the corporate community in Mumbai,which islargely not comfortable with
the NDA’s Hindutva agenda, knows the economy needs to be in strong hands. So, they
are setting aside their secular ideals and their discomfort with the BJP fielding the
likes of a Pragya Singh Thakur, a terror accused, as a candidate. Of course, the busi-
ness community is small. In general, though, the exit polls suggest the electorate is
not overly concerned about issues that other have highlighted—for instance, the
devaluation of institutions.

One can’t really say that the Modi government has done a great job on the econ-
omy—there has been very little progress or none at all in reforming labour laws and
a lot more could have been done to attract foreign capital where the approach has
been unduly conservative. Despite all the noise on MUDRA loans, it doesn’t look like
small businesses are flourishing. Growth is decelerating, demand is weak and there
islittle private investment. But, there is little doubt the IBC has been a game-changer,
without which the banks would have remained riddled with bad assets with the pro-
moters continuing to take them for a ride. If the markets have rallied and the rupee
has rebounded, it is evident India Inc wants a second NDA innings.

RainbowRUNNER

Dutee Chand coming out as gay must be celebrated as that will
drive greater acceptance of LGBTQI rights and expression

The NDA did very
little by way of
agri-reforms and,
while it did raise
MSPs sharply last
year, little was
procured. But, the
Kisan Samman
Yojana payout to
farmers in February
seems to have
revived the faith

NDIAN SPRINTER DUTEE Chand’s is a singular story of struggle. Born in a poor
family in one of India’s poorest states,surviving in athletics—much less making
her mark—should have seemed impossible. But,Chand did much more than make
her mark. She took on the International Association of Athletics Federations
(IAAF) over its hyperandrogenism rule.“Hyperandrogenism”is a sanitised, impersonal
term—Chand’s was a deeply personal fight for dignity,one in which her genderand, by
extension, her achievments as an athelete were questioned. She emerged from it
stronger,in her own words, although she had felt unfathomable vulnerabilitywhile the
controversywas unfolding.That experience and the strength that it left herricherwith
is perhaps what has helped her now to come out as gay, looking forward to a life
togetherwith her soulmate,a girl from hervillage. Chand will be running intowalls of
opposition not just from the deeply conservative society of her home state but also
her family—her mother has reportedly refused to accept Chand’s homosexuality.
Though homsexuality is nolongerillegal in India, it is still taboo. This is why push-
ing acceptability of homosexualityand LGBTQI individuals in India will require more
public figures to support LGBTQI rights—and if they are themselves part of the rain-
bow collective, all the more better.In the last fewyears,a handful of people in public
life,including business leaders, Bollywood figures, writers, etc, have come out of the
closet. That has helped move the conversation along. Chand’s coming out is, how-
ever, unique because, though she has received fame and international exposure as
an athlete, her growing up years—when most LGBTQI individuals have to grapple
with painful questions pertaining to their sexuality—were spent in a milieu that is
antagonistic to LGBTQI expression and rights. To have overcome that, and battled
questions on gender, is what perhaps arms Chand with a nuanced understanding of
thefearsand anxieties of LGBTQI individuals from the economically weaker sections.
Chand’s coming out, therefore, must be celebrated. It will go a long way in making
LGBTQI rights a part of the mainstream conversation and, eventually, help drive
their acceptance.

Opinion

T THE END of Exit Poll
night, my co-panellist and
political scientist/psephol-
ogist at CNN-IBN, Rahul
Verma, turned to me and
quipped, “Congratulations, You got the
Exit Polls right”! By the strangest of coin-
cidences, the election forecast (for BJP
and Congress alone) contained in my
book Citizen Raj (and reproduced here),
the exit polls seemed to centre around
270-280 seats for the BJP and around
50-60seats forthe Congress. Myattempt
(and forecast made in February-Mach)
was 274and 57 seatsrespectively forthe
BJPand Congress.

Itisno“triumph”to forecast correctly
the exit polls. What matters is the real
McCoy which we will all know on May
23rd. Until then, we can speculate,and
updateasIdobelow.Andwe canbegin to
discusswhat Election 2019 mayhaveall
beenabout (asneedless to say,we haveall
been doing for the last six months.)

The first point to be made is that this
election was different as witnessed on
the major English TV networks. Briefly,
we have been told that this election was
about voting your caste; that, unfortu-
nately,it was not about economic devel-
opment and what matters to the poor;
thatitwasnotabout unemployment,job
losses, and farmer distress; unfortu-
nately,itwas not about the palpable fear
among Indians, especially among intel-
lectuals and those belonging to the
minoritiesand the scheduled castes; that
it was not about data suppression,
manipulation of data, and not about
fudging of data (as claimed by the politi-
cal opposition to Modi).

I travelled to Karnataka in April
2018, to MP and Rajasthan in Novem-
ber 2018; toWest Bengaland UPin May
2018.Ihave talked to manya taxidriver
and non-elite voter. Indeed, constantly,
the discussion with voters has revolved
around economicissues.Farmer distress
was often talked about in UP, though
unemployment discussion was spotty.
In UP, the one state where the polls are
suggesting the BJPwill lose only 10-15
seats from the record 71 level in 2014,
almosteveryruralvoter,young,and old,
and even those too young to vote, men-
tioned the menace of the holy cow.And
no one seemed fearful of expressingany
opinion,and doing so openly.

At the same time, and in direct con-
trast to the expectations of Delhi-
Lutyens-Liberal-Khan Market media, the
delivery of social services to “poor” indi-
viduals (those belonging to the bottom
70 % layer of the income pyramid) was
often talked about. List the benefits—
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roads, toilets, LPG gas, houses, health
insurance, bank accounts, bank trans-
fers.Alot of individuals claimed theyhad
never been “touched” by government
policies, except now. Another aspect
often mentionedwas the absolute qual-
ity of leadership provided by PM Modi
(i.e.notjust thathewas much betterthan
the rest). They trusted him, and despite
several faults, wanted to vote for him.
Give him another chance, and maybe
another.Andyes,and somewhat surpris-
ingly for me, the rural voter often men-
tioned that Mr. Modi had enhanced
India’s standing in the world. I say sur-
prisingbecauseIbelongto DLLK,and we
elitefind it difficult tounderstand whya
rural voter should be worried about
India’s standing in the world.

Thatisacardinal mistake,and vividly
illustrates why DLLK got this election so
wrong (again, assuming exit polls are
right—I believe they will be). This is a
changed, educated, aspiring, middle-
class India. Those who are not yet truly
middle-class (about 50 % of the popula-
tion)wantto get there,and want toknow
the means to get there.

These are some of the fundamental
reasons forwhytomeaModivictorywas
not a surprise. There is a major “techni-
cal” reason why those expecting a gen-
uine fight-back by the political opposi-
tion were likely to be disappointed. One
important factor behind the “structural
change” Modi election of 2014 (some
disparagingly,and dismissively, called it
an exceptional “Black Swan” election)
was the margin of victory in some key
states.In Gujarat, in 24 of 26 seats, the
BJPwon bya margin of more than 10 %.
In Madhya Pradesh, 22 of 29 seats; in
Mabharashtra 22 of 23 BJPwinswerewith
10+ margin; and in Rajasthan 20 of 25
fights. All these states there was no
alliance to consider—they were straight
fights between the Congress and BJP.1
also conjectured in Citizen Raj that per-
hapsthe most unfortunate even tobefall
the Congress (and DKLL members) was
that the Congress won three states in
December 2018. This lulled them into
thinking that they had a good chance of
makingacome-backinthesestates,and
therefore all India. Congress supporters

Fraught with potential litigation

The lenience on valuing inter-branch transactions
allowed in GST could lead to litigation if businesses
adopt a nil or a drastically reduced value, prompting

disputes with the taxman

IT IS IMPERATIVE that businesses
obtain aregistration in each state where
they have an establishment or any busi-
ness activity is undertaken even if such
activities are only provided to the head
office of such businesses.Here,we discuss
some of the key issues surrounding the
valuation to be adopted for taxing such
support services under GST.

With the levy of tax on inter-
branch/office transactions,every supply
of goods orservices orbetween the estab-
lishments of the same business, but
located in different states orhaving sep-
arate registrations, would now be
required to be tracked by the businesses
for the purpose of payment of tax.

As these transactions are within the
same legal entity, it would typically not
involve any consideration and thereby
carrynovalueto estimate the GSTliabil-
ity. Consequently, there arises a need for
attributing an appropriate value for
thesetransactions.Thisisforthe purpose
of arriving at the amount of tax liability
tobe discharged thereon.

With regard to this, the GST law has
prescribed the following values to be
adopted forsuch transactions,in the fol-
lowing order,as mentioned below:

m ‘Open Market Value’ of such sup-
plies; or

m Value of supply of goods or services
of like kind and quality; or

m 100% and 10% of the cost of pro-
duction or manufacture or the cost of
acquisition of such goods or the cost of

provision of such services; or

mValuedetermined using reasonable
means, consistent with the principles
and provisions under the GST law.

In addition to the above, the provi-
sionsalso state that wherever the recipi-
ent is eligible for full input tax credit of
the GST applicable on such inter
branch/office transactions, the value
declared in the invoiceraised by the sup-
plying branch/office,shall be deemed to
be the ‘Open Market Value’ of the goods
orservices.Onaconjointreading of these
provisions, it can be understood that
where the recipient/receiving branch/
officeiseligible foravailing the full credit
of the GST chargeable on such supplies,
whatevervalue is charged in the invoice
by the supplier/supplying branch shall
be considered to be the ‘Open Market
Value’of such supply.

Also, as the supplies undertaken at
thebranchlocationsare essentiallyinput
services provided to thereceivingbranch
forthe furtherance of business,such sup-
plies shall be eligible for the full credit of
the GSTdischarged on thevalue of these
supplies.Accordingly,as the full credit is
available, businesses can adopt any rea-
sonable estimate of the costs of as the
value for payment of GST.

Interesting to note is, as the above
provisions provide a certain amount of
lenience in thevalue tobeadopted,busi-
nesses may choose toadoptnil orvalues
which are far lesser than the costs of
such supplies. This could then be dis-

-4

) - S
e
" N

were seriousin believing that they could
getwithininches of theirlong term post-
1991 median of around 140 seats it
helped that the DKLL media was domi-
nantlyontheirsideand theydid nothave
to counter questions about the basis for
the Congress musteringa ten percentage
point swing in head-to-head competi-
tion with the Modi led BJP.

There was something else that hurt
the Congress besides hope. It is that the
odds of a dynast from the freedom-
fighter era would still work charms. I
have said it before many times (even
when Manmohan Singh was PM, and
before) the Congress needs to shed the
dynasty tag.That won’t guarantee them
a revival—but it is an absolutely neces-
sary condition. Understanding this may
havebeen the majorreasonwhyIgotthe
exit polls right. In the inside flap of Cizi-
zen Raj, I state,“Will the Rahul Gandhiled
Congress emergs as the single largest
Opposition party; orwill itbecomeirrel-
evant and be relegated to electoral his-
tory? Most likely,and in the same order”.

US president Donald Trump

| just don't want them to have nuclear weapons, and
they can't be threatening us. ... I'm not somebody
that wants to go into war... But you do have situations
like Iran, you can't let them have nuclear weapons

There will be time to consider the
futurein the future.The table below pro-
vides my “last-minute” adjustments to
my over two month old forecast. Not
much change for the BJP except for West
Bengal and Odisha. In West Bengal, the
bet has to be that Hindus from the TMC
move towards the BJP; they have a
mountain to climb in terms of margins,
and movement from theTMCwillhavea
twotothreetimeslargereffect on the BJP
chance ofvictorythanamovement from
the Left or the Congress (unless they en-
masse move towards the BJP).I believe
that West Bengal will reflect the deep
polarisation induced by the so-called sec-
ular Mamata Banerjee’s Muslim
appeasement policy.

Odisha is the other major change in
myforecast—anincrease from 6 seatsin
Citizen Rajto 13 seatsnow.Thereisa 50-
50 chance that the BJP wins both the
Assembly and the Lok Sabha election. If
this happens then the BJP could proceed
towards the 300 mark.

Forthe Congress,itisdifficulttoiden-
tifyasilverlining.In mybook,Thad spec-
ulated that Karnataka might be the only
state in the countrywhere the Congress
would reach double-digits; it now
appears that therewillbe no statewhere
Congressis able to achieve that status.If
this doesn’t herald the beginning of the
end of the Congressaswe have known to
love,and hate,over thelast 50years,then
I frankly do not knowwhat will.

Election 2019: Does BJP do better than the exit polls?

Total | Wonin Citizen Updated Wonin Citizen Updated

seats 2014 Raj 2014 Raj
Big states 502 39 54 41 256 Uty 258
Andhra Pradesh 25 | 2 2 0 2 3 2
Assam 14 | 3 2 2 7 9 9
Bihar 40 | 2 1 1 22 19 17
Chhattisgarh 11 1 6 4 10 5 6
Gujarat 2 | 0 3 0 2 24 26
Haryana 10 | 1 1 1 7 7 9
Jharkhand 14 0 1 3 12 8 10
Karnataka 28 9 10 6 17 12 21
Kerala 20 | 8 6 9 0 2 2
Madhya Pradesh 29 | 2 4 5 27 25 24
Maharashtra 48 | 2 2 2 23 23 23
Orissa 21 | 0 0 0 1 6 13
Punjab 13 | 3 4 8 2 4 2
Rajasthan 25 | 0 5 2 25 20 2%
Tamil Nadu 39 | 0 0 0 1 3 3
Telangana 17 | 0 1 0 1 2 2
Uttar Pradesh 80 | 2 A 2 71 62 55
West Bengal 42 | 4 2 0 2 10 15
Small states 41 5 3 2 2 30 30
Total 543 | L 57 47 | 282 274 293

Source: ECI; authors database on Indian Elections as used in Citizen Raj
Notes: The Congress forecast is reported on page 197 Of Citizen Raj and the BJP forecast on page 211

DALVI

Partner and deputy head (indirect tax),
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puted by tax authorities, leading to liti-
gations in some cases. Further, such
practices could alsoresultin the supply-
ing branch/office locations not being
able to make use of the Input Tax Credit
of the goods or services orboth received
by them from third parties.

Forinstance, if the cost of goods pro-
cured is ¥100 and the GST paid thereon
is¥18 (i.e.,@ 18%),and these goods have
been transferred to another branch of
the entity for a value of I50 with GST of
39 (@ 18%), then the receiving branch
would only be able to avail the credit of
GST of %9 declared in the tax invoice by
the transferring branch. The balance
credit of Y9 shall remain with the trans-
ferring branch and not be available for
utilisation by the receiving branch
towards the output of GST on the subse-
quent supply of the said goods.This dec-
laration of lower values in the invoices,
more often than not, could lead to accu-
mulation of credits at the transferring
branch.On the contrary,adeclaration of
highervaluesin the invoices,could result
in accumulation of credits at the receiv-
ing branch in the absence of any sub-
stantial output tax liability.

In ordertoavoid such scenarioslead-
ing to possible litigation and unutilised
credits, it would be advisable for busi-
nesses to consideradopting appropriate
valuation mechanisms, based on evalu-
ating the facts on a case-to-case basis.

With contributions from
NVijay Kumar, CA

LETTERS TO

THE EDITOR

A much-needed

respite

It is good that this impatient nation
gets a few days to ponder over the
ethos, evolution and the economy
of the period that we are passing
through. Nationalism can not be
reduced to gross majoritarianism,
nor liberalism the sole measure of a
progressive democracy. Similarly,
politics does have its genesis in
confrontation, but the reverse
would be the very antithesis of
socio-political evolution. The "Us vs
Them" needs to yield to the
notion—We and the problem. As
innovation and technology skew
distribution of wealth and income,
inclusiveness can not be sole
mantra of a rewarding economy. As
newer economic theories get mis-
applied, attempts at political
correction follow and so would the
opposite. It is to be hoped that
while a strong opposition may be
known to provide the checks and
balances in informed governance,
wisdom gained hard would not be
easily swept away by a runaway
majority either.

— R Narayanan, Navi Mumbai

Exit polls’ reliability
Indian TV channels conducted their
exit poll survey on only 2 lakh
people across the country, whose
voice extrapolate to predict the
outcome of the Lok Sabha
elections. This is laughable and
proves that the exit poll prediction
or survey cannot be trusted.

— Bhagwan Thadani, on e-mail
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liminating
circular

arguments
around 5G

What is the clear path forward so that
India doesn’t fall behind? Digital India
will have little meaning without 5G

HE NEW-AGE 5G technology
has the potential for a major
societal transformation in
India.” This visionary state-
mentwas presented twoyears
ago at the Government High Level 5G
India 2020 Forum. Since then, there has
been much hype about bringing 5G to
the country.At the forum, it was empha-
sised that this time India would not miss
the boat on implementing advance-
ments in communications,like the coun-
trydidwith 3Gand 4G.This filled uswith
ebullient hopes of a truly Digital India at
the forefront of the 5G revolution. How-
ever, the ground reality, as it relates to
implementation, has been a different
story—one fraught with conflicting
stakeholder positions, and inability to
trigger the huge investments required for
5Gimplementation.
Globally, 5G rollout has begun. As
many as 211 operators in 87 countries

have invested in 5G technology. As of
March 2019, 15 operators around the
world have been offering commercial 5G
services. In India, not a single large live
trial has been initiated, and the guide-
lines for the release of experimental or
trial spectrum are still work in process.
With a minimum of 6-12 months of
intensive 5G live trials required prior to
release,we are already over a year behind
other nations.

The Department of Telecommunica-
tions (DoT) has laid out a 100-day 5G
action plan thatincludes the commence-
ment of 5Gtrialsand policy surrounding
this technology. While this is a welcome
start,evenif spectrum is provided readily
and trials are completed rapidly, are we
ready to introduce 5G? I'm afraid we are
not, particularly with regards to critical
infrastructure comprising of optical
fibre, thousands of small cells and street
furniture in a dense network, millions of

ILLUSTRATION: SHYAM KUMAR PRASAD

public WiFi hotspots, as these have to be
created. And what about investments?
Deloitte estimates that India needs a
massive I5 lakh crore (§70 billion)
investment tobring in 5G.Wherewill this
investment come from?

Let’s look at one of the most impor-
tant stakeholders—the telecommunica-
tions service providers (TSPs) who con-
stitute the backbone of the sector. They
are fighting to keep their heads above
water. The collective debt of TSPs stands
at ¥4.2 lakh crore (according to ICRA).
Once at the forefront of global innova-
tion, TSPs are now focused on survival in
the face of challenges like the extremely
high duties and levies theyare subject to,
astronomical spectrum pricing, out-
moded regulatory framework and a
fierce marketplaceresultingin one of the
lowest user tariffs globally. The will may
be strong, but where would they find the
business case for huge 5G investments?

So,what can be done to

is that much of our infrastructure is an
amorphous mix of technologies with
much of itanalogue,and cannot support
the speeds that 5G needs.

It is evident that the road to 5G is
laden with some obstacles. The good
news is that we donot have toembarkon
a voyage of discovery to figure our way
out. The solutions are clearly defined in
the world-class National Digital Com-
munications Policy 2018. To reiterate—
the first step towards 5G implementa-
tion in India is raising the investments.
Recently,two global bodies have strongly
advised thisand commented on the need
for a 5G investment-friendly environ-
ment prior to its implementation.

The first, the esteemed International
Telecommunication Union (ITU)
recently released a report (Setting the
Scene for 5G: Opportunities and Chal-
lenges) that,among other things, states,
“5Gis expected to play a key role in digi-
tal economies, improving economic
growth,enhancing citizens’experiences,
and creating new business opportunities.
Despite such benefits,care must be taken
in establishing the commercial case,and
whether 5Gisareal priority for the econ-
omy. Until the investment case is com-
pelling, the industry and policymakers
should approach investment with cau-
tion while enhancing the quality and
availability of 4G networks.” ITU further
stresses that 5G is likely to increase the
global digital divide—since viability is
likely to be in dense urban areas.

The second authority, the GSMA, the
apexworld body for mobile communica-
tions, released recommendations in its
report ‘India: Becoming 5G-ready’. It
emphasises the need for a supportive
investment and taxation policy and the
necessity to move away from legacy reg-
ulatory structures and towards a whole
new government paradigm. Indeed,
here’s one example of howarbitrary taxes
and levies affect TSPs today. Mobile
devices are taxed at 12% while the tele-
com service, which is the key driving
technology, is subject to 18%.Both need
tobealigned toan even 12%.GSMAalso
points out “the current state of mobile
coverage in India does not warrant the
5% USOF levy, particularly compared to
universal service levies in other coun-
tries.” It recommends that the current
levybe reduced or phased out gradually.

So, does India have a choice whether
toadopt 5G orwait it out? We believe not.
As the High Level 5G India 2020 Forum
pointed out, there are huge economic
benefits toberealised acrossvariousver-
ticals that we cannot afford to let float

away. Illustratively,arecent

facilitate a more attractive ————————— study modelling Pune asa

business environment?
Spectrum allocation and
pricing play the most signif-
icant role—Indian spec-
trum prices are some of the

The road to 5G is
full of obstacles.
However, we do

‘smart city’ estimated that
it can unlock an incremen-
tal value of 30% GDP val-
ued at ¥80,000 crore over
sixyears.This is foran area

highestintheworld and the not have to embark of 331 sqkmanda popula-

allocated quantity well
below global best practices,
while 409% of the spectrum
is lying unsold. There is an
urgent need to review the
auction design and the set-
ting of the reserve prices,as
pointed out by expert

on a voyage of
discovery to figure
our way out. The
solutions are the resulting growth
clearly defined in
NDCP 2018

tion of 3.5 million. This
study enabled the city to
drive numerous digital ser-
vice initiatives to capture

potential of 15% CAGR
(Purushottam Kaushik,
L&T).And this is about just

researchagencyICRIER. The iee——————————————— onc city—imagine this

spectrum issue needs to be
immediatelyresolved, else our forayinto
5Gwill continue to be very challenging.
Here the government might also like
to take a page from Singapore, which
decided not to levy any spectrum fees in
order to free operators and bring in
advanced technologies. This is an excel-
lent strategy to foster an ecosystem for
innovation and, in the end, consumers,
TSPs and the government will benefit.
The next major issue to discuss is
infrastructure.To realise the potential of
5G, we require a dense, high-quality,
bend- and pressure-resistant optical
fibre network. This enables much faster
and reliable speeds that empower 5G
technology. Only one operator in India
currently has a 4G network that can be
upgraded to 5G fairly quickly. The rest,
having started operations in 1995, run
on legacy networks of 2G, 3G and 4G.
While we pleasantly dream of ahomoge-
neous Digital India, the unfortunate fact

evaluation across the coun-
try.We canreap mind-boggling benefits!
Since the setting-up, in the fourth
quarter of 2017, of the High Level 5G
India 2020 Forum, much was accom-
plished by the group, but far more could
have been done in creating awareness as
well as infrastructure and issuing the
required policies. Even large-scale trials
that were planned from December 2018
onwards could have been completed by
now, and India could well be auctioning
spectrum after correcting the pricingand
getting ready to launch 5G services
shortly—at least in some locations with
requisite infrastructure. Unfortunately,
we have missed that bus and will have to
race at double speed to try and ensure
that the gap already created between us
and other nations does not widen fur-
ther. Moreover, Digital India will have lit-
tle meaning without 5G.
(Chandana Bala assisted with
research inputs)

IBC has passed
many litmus tests

BATRA

Managing partner & head, Insolvency
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It will continue to weather rough storms

ACK OF CLOSURE IN many insolvency cases in
the mandatory 270 days is being interpreted by
some as a sign of the looming dark storm over the
Insolvency and Bankruptcy Code (IBC). The scep-
ticism, to say the least, is unfair.

There are many causes behind missed timelines.Asound
legislation, IBC was hastily drafted. Gaps were spotted fol-
lowing operationalisation in December 2016, prompting
stakeholders to frequently approach the National Company
Law Tribunal (NCLT) to seek clarifications.The NCLT started
functioning with scant infrastructure. Established out of a
vacuum, the NCLT had no institutional experience.A dozen
NPAs, comprising 25% of total NPAs,were pushed into IBC
by RBI at the nascent stage (July 2017) of the law. Another
three dozen big cases followed.The stakeswere high in these
cases and they captured the mindscape of the nation. But
the success of IBCwas not tobe measured only from the out-
come of these 12 cases. This, surely,was not the intent.

The government amended IBC twice and the Insolvency
and Bankruptcy Board of India tweaked the regulations over
adozen times.On top of that,section 29Awasintroduced in
November 2017 when many cases had made significant
progress.Disqualification of promoters caused disruptions,
requiring recommencement of process in many cases.India
doesnot have a developed market for distressed assets.With
promoters disqualified, the pool of bidders shrunk further.
This, too, caused slowdown of closure. The cadre of insol-
vency professionals was built from scratch.Itis only normal
they take a reasonable time to gain a grip on the insolvency
process.Promoters struggled to reconcilewith the reality of
losing control of their companies, leading to litigation in
many cases. Bankers, too, took time to comprehend theirnew
role in the creditor-in-control avatar of IBC. It was well
known that IBC will have to sail through some rough cur-
rents in initial days. Why be so terribly disappointed?

Notwithstanding the odds,IBChas progressed leaps and
bounds. In a little over two years, 14,000 cases have been
filed,of which the NCLT ordered commencement of resolu-
tion process in 1,858 cases, 152 were closed on appeal,
review or settlement, 91 were withdrawn on account of set-
tlement under section 12A, 94 yielded resolutionsand 378
resulted in liquidation. As on March 31,2019, 1,143 cases
were undergoing resolution process.The resolution process
yielded resolution of 94 cases, resulting in the settlement of
claims of financial creditors of ¥1,73,359 crore.These cases
include six out of the 12 large accounts. The overall recov-
ery is 43% (X74,497 crore) to financial creditors, while the
correspondingliquidationvalueis ¥38,44 3 crore.This is,by
no means,a small feat to achieve in a little over two years.

Comparingitwith the painfully slow speed of casesin the
pre-IBC regime, the progress made by IBC in 27 months
appears to be a sprint. Earlier, the average life of cases rec-
ommended for restructuring was 4-8 years and those rec-
ommended for winding up even longer. The recovery rate
(cents on the dollar) in Indiawas 25.7,as opposed to 71.9 in
high-income countries. In 2014, India ranked at number
134 onthelist of 189 countriesin ‘closingabusinessindex,,
which jumped many notches up to 108 after IBC.

Judging IBC from the prism of failed timelines in a few
initial cases is taking a narrow view of the law.A good insol-
vency law enables market participants to accurately price,
manage and control default risks and corporate failure,and
encourage sound credit practice.It enhancesaccess to credit
while reducing its cost. An effective exit law promotes
responsible corporate behaviour by encouraging higher
standards of corporate governance and financial discipline
to avoid consequences of insolvency.With the introduction
of IBC, the defaulter’s paradise is lost. Abehavioural change
can be seen amongst borrowers. Default is now taken seri-
ouslyand debtors are cuffing out money to clear their dues.

IBChasweathered initial storms.Thereisnoreasontobe
alarmed because timelines have been missed in some cases.
Setting a 180-day timeline was, in any case, an immensely
aspirational (though commendable) goal, as such short
timelines do not exist even in the UK,where it takes 1-2 years
for casesto close.This is not to saywe should wait and watch.
As Joyce Meyer said, “Patience is not the ability to wait, it’s
how we behave while we’re waiting.” Some calm, composed
and objective measures are required, without indulging in
finger pointing.The infrastructure of the NCLT has improved
significantly, and with the appointment of 32 new mem-
bers, proceedings are expected to only speed up.

IBChas passed manylitmus tests.There is noreason why
itwill not continue toweather rough storms and march with
greater strides.The view from the high road is only sweet.

eToo—A MANIFESTA-

TION of women power—

originated in the wake of

sexual harassment of

women especially in the
film industryand atworkplaces,but herel
do not intend to deal with any such con-
cern.l have just thought of borrowing this
phrase and use it for political parties—
pan-India orregional—who are nowvying
with each othertowoo the poor farmer by
announcing direct cash transfers or some
sort of a minimum income guarantee
scheme. This new kind of ‘MeToo’ move-
ment has emerged during last year or so,
withan eye onwinning the elections,both
at the central and state levels.

Before cash transfer schemes, loan
waivers was the weapon used by political
parties.Theseloan waivers were never fully
implemented due to lack of resources,
non-availability of correct information
about poor farmers, inefficient imple-
mentation machinery at ground and at
the state-level, and the absence of politi-
cal will after the elections were over.

Nowwe seea MeToo movement of cash
transfers by political parties.There are five
states in this group (Telangana, Odisha,
Madhya Pradesh, Jharkhand and Sikkim).
The ruling BJP-led NDA-2 at the Centre
had launched the Pradhan Mantri Kisan
Samman Nidhi Yojana (PM-KISAN) and
the Congress announced the Nyuntam
AayYojana (NYAY) in its election manifesto
if voted to power at the Centre. This group
would be expanding as and when various

Uplitting the poor
Indian farmer

Now, a MeToo for
farmers’ redressal
as well

SANGAL

The author is a former ISS and UN consultant

stateassemblyelectionsareannounced in
the future, and would continue to swell
until the bubble bursts, as it happened
with loan waivers, which no party talked
about in these general elections.

I may sound pessimistic, but it should
benoted thatall cash transfer schemesare
based on the concept of the Universal Basic
Income (UBI), which originated in some
western countries long ago. The UBI was
neverimplementedinits fullmeaning out
there, and only experimented for short
periods in some countries and then was
abandoned. Even in India, in Madhya
Pradesh, the SEWA (Self Employed
Women’s Association), in collaboration
with the UNICEF, took up such a pilot pro-
ject in nine villages (including one tribal

village) in 2014 (under the BJPregime), but
it was not replicated in other villages
despite the protagonists of the UBI calling
it a successful experiment. Why is this so?
Has any scientific evaluation been done?
These are unanswered questions yet.
Now, since this MeToo movement of
direct cash transfers to the poor has gen-
erated so much public interest as well as
fury (after all, it is taxpayers’ money), let’s
evaluate the pros and cons of the two
major schemes, i.e. PM-KISAN and NYAY.
Let mefirst dwell on salient features of
both the schemes.Under PM-KISAN, every
small and marginal farmer (excluding
landless agricultural labourers) would get
%6,000 per year in three equal instal-
ments, the scheme would cover 12 crore

farmers, and the estimated expenditure
for the financial year would be 75,000
crore,which is about 0.3% of our GDP.
Instead, NYAY would provide 72,000
yearly (36,000 per month) to the bottom
20% of the poor,covering 5 crore families
(about 25 crore people). This scheme
entails an expenditure of nearly ¥3.6 lakh
crore annually (1.5-2% of GDP).
Assuming that the BJP-led government
regains power at the Centre when the
results of the general elections are
announced on May 2 3,the moot question
thatwill arise iswhether PM-KISAN would
achieve the objective of doubling farmers’
income by 2022 and also of the landless
agricultural labourers (who constitute a
sizeable 25% of poor farmers)? I think

both these objectives seem unlikely to be
achieved simply because the amount
%6,000 peryearis too meagre and limited
to landowning farmers and not landless
agriculture labourers. It is also thought
that such a small amount may not even
impress the poor farmers and, therefore,
the BJPmay not have gotten extravotes on
account of this schemein the general elec-
tions. If the Rythu Bandhu Pathakam in
Telangana greatly helped the incumbent
TRS government to win the state assem-
bly electionswith a two-thirds majorityin
December 2018, it was because the bene-
fit under the Rythu Bandhu was 325,000
per hectare of land (with no cap on land-
holding size, unlike PM-KISAN).
Now,coming to the Congress’s NYAY, it

envisages assuring a monthly income of
%¥12,000 to a household by providing
36,000 per month to the head women (a
step towards women empowerment) of
the family. Although the amount appears
reasonable,thereisno clarityon howsuch
a heavy expenditure of ¥3.6 lakh crore
would be managed when we are fiscally so
tight. Will the Congress-led government,
supposing it comesto powerat the Centre,
resort to enhanced taxes, which it can ill-
afford, or will it cut down on existing
farmer subsidies like on water, electricity,
seeds, fertiliser, etc,which would be coun-
terproductive? Another alternative would
be to cut down expenditure on the ongo-
ing projects and programmes. I do not
think there can be any such itemswithout
affecting the country’s development and
security in many ways. Coming to the
implementation aspect,thereisno clarity
on how the scheme would be imple-
mented in phases. It would have implica-
tions fordeciding annual outlays, year-on-
year, if and when the scheme is rolled out.
It may be remarked in passing that
some economists seem sceptical of the
success of both PM-KISAN and NYAY, as
these provide money without any useful
contribution by beneficiaries. It’s against
the fundamental principles of economics.
Inview of all this, the poor of the coun-
try would want to know “Kab aayenge
acche din?” from the BJP and “Kya ab hoga
Nyay?” from the Congress. The MeToo
group of our worthy politicians should
answer these pertinent questions soon.
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