6 FINANCIAL EXPRESS

WWW.FINANCIALEXPRESS.COM

IS

MONDAY, MAY 27, 2019

SUBRAMANIAN

shobhana.subramanian
@expressindia.com

Does Modi think
there is a crisis?

If he doesn’t—as he didn’t in the last five years—the govt is
unlikely to undertake the big reforms India so sorely needs

HEADY VICTORY, lots of time to savour it,and no big crisis to tackle.

That is the situation the BJP finds itself in today, having won a com-

fortable,and enviable, majority of 303 seats in Parliament; the tally

is 350 seats with the allies. By November next year, it should notch
up closeto 120 seats in the Upper House.The only key state election on the hori-
zon is Maharashtra, which, going by Parliamentary elections, should be a cake-
walk. Indeed, no political party has found itself in such an unassailable posi-
tioninalong,long time.

Theworry thenis that the government might not be in abig hurry toroll out
big reforms that are unpopular. Serious labour reforms would mean taking on
the unionsaswould initiating more privatisation—not simply offloading equity
stakes in the market but selling unprofitable companies like Air India or BSNL.
So far, state-owned banks have been restructured through mergers but without
any layoffs, which means they don’t really become more efficient. Selling PSU
banks might not be possible till they are in better shape. So, at some point, the
workforce needs to be more productive.That, of course, goes forall PSUs. There
are also agri-reforms that can be pushed through—more mandis, more elec-
tronic trading—though that would reduce the clout of the arhatiyas. Multi-
brand retail could be thrown open to foreign participation so as to attract cap-
ital,but, so far, the government has refrained from doing this—possibly because
it fears small grocers would be hit.

At this point, although the economy is slowing and fewer jobs are being cre-
ated,itisn’t seen as a crisis. The government seemed
content to know India was growing more rapidly than
other large economies and less worried that the
growth wasn’t creating jobs. When the NSSO data
leaked, NITI Aayog economists defended unemploy-
ment being at a 45-year high saying the data wasn’t
comparable. That may have been so, and given the
timing—ahead of the elections—the government’s
stance was understandable.

But, therealityis that,while e-commerce maybe
spawning jobs and business opportunities, there is
virtually no hiring in banking and financial ser-
vices—except forvery high-skilled jobs, since digital
transactions are picking up. Moreover, companies
continue to fold up; Jet Airways is a case in point.

It would be worrying if the government is
tempted to focus on the many welfare schemes and
hold back the big structural reforms for some time.
The schemes have won it both goodwill and votes, but the structural reforms
must begin now.The spends on building roads and ports will create jobs as will
biggerbudgets for health and education,which is important and makes for good
optics. But, it needs to go way beyond what it did during its first stint, the high-
light of which has to be the IBC. The attempts to amend land and labour laws
may not have been fruitful, but these need to be taken up again. Moreover, FDI
rules must be eased, especially for defence.

While the routine government spending will lift consumption,and schemes
such as MGNREGA will benefit the less-affluent sections, it won’t be enough to
pull the economy out of the rut, far less take it to a new level. Consumption, in
thelast fewyears,was boosted by the hikes that followed the Seventh Pay Com-
mission’s recommendations and the effects of that are evidently wearing off. At
an estimated ¥21.4 lakh crore for FY19, the tax-to-GDP ratio will be flat at
11.2%, not surprising since GDP has been slowing and will clock in just about
6.5% in Q4FY19.The shortfall in direct tax collections in FY19 is of around
50,000 crore.

Typically, tax collections have a buoyancy of one, though, in recent years,
this multiple has been higher. An estimated GDP growth of even 12% in FY20
will result in tax collections growing at 13-149% or, at best, 15%. The tax col-
lections for FY20 have been pegged at ¥25.5 lakh crore,an increase of 19% and
suggesting a buoyancy of 1.7,last seen in 2007-08.

This, then,would always pressure the balance sheet and the fisc,and compel
the government to cut back on capex since it can never really prune revenue
expenditure.In thelast couple of years, it has resorted tolarge extra-budgetary
borrowings to meet expenses—not the best way to manage. It is important to
startwork onlabour reforms right away,and tryand push them through by end
2020. States such as Andhra Pradesh, Gujarat, Madhya Pradesh and Rajasthan
have amended the laws to make them more flexible for companies to hire and
retrench employees. Without easier rules, the organised sector will desist from
recruiting in big numbers as will mid-sized businesses, especially export-ori-
ented units.And unless businessmen running leather, gems and jewellery and
apparel units are able to hire affordable workforces and utilise them flexibly,
they simply cannot compete in the global market.These sectors are big employ-
ers and can make a big difference to the job market.

ChinaCFC

Violation of the Montreal Protocol by China portends ill
for global consensus on climate action

More spending on
the poor, like the
last time around,
won't be possible
unless there is a
growth-spurt, and
that needs a large
number of big
reforms. Business
as usuval is no
longer an option
.|

atmospheric concentration of tricholorofluoromethane,or CFC11,at China's

door. CFC-11,which was used in the manufacture of spray foam insulation
before it was banned under the 1987 Montreal Protocol, is largely to blame for the
hole in the ozone layer in the stratosphere over Southern Hemisphere. Its produc-
tion was phased out since 2010 under the Protocol, a global treaty to protect the
ozonelayer.New CFC-11 emissionswere reported in May 2018, seemingly originat-
ing from East Asia, after analysis of air samples from the monitoring stations in
Hawaii.The latest analysis,of samples from South Korea and Japan,found that more
than half of the spike in CFC-11 emissions, beginning around 2013, can be pinned
to two Chinese provinces—Shandong and Hebei,as pera report in Nature.

When the rate of decline in atmospheric CFC-11 dropped in 2013 —the concen-
tration was falling by 0.8% per year till 2012 —it sparked global concern.The unex-
pected breakin falling of CFC-11 levels, scientists surmised,could only be explained
by a new source of emission. The problem is actually worse than it looks because, if
Chinais manufacturing spray foam, it is along-term disaster since the CFCis largely
trapped in the foam and gets released slowly over the years. There are immense
geopolitical consequences of the Chinese violation, though the government insists
itis cracking down onillegal production. Given countries have worked so faron bring-
ing down CFC levels under the Protocol working largely on mutual trust, China’s
breach is not likely to go down lightlywith other countries.The US, led by a climate-
sceptic president, could see the violation as the perfect precedent for walking away
from global climate agreements, damaging the global consensus on
climate action further (it has already walked out of the Paris climate agreement).

S LEUTHING SCIENTISTS NOW lay the blame for an unexpected spike in

: Upinion

UDOS TO PRIME minis-
ter Narendra Modi, Amit
Shah and their charged
battery of karyakartas
(partyworkers)forthis his-
toric victory in the parliamentary elec-
tions! This is the biggest feat of democ-
racy on earth, convincingly won by the
BJP/NDA.We should all feel proud of our
democracy,despite somebitterspeeches
duringelection campaign byvarious par-
ties.

Political pundits will remain busy
analysingwhyeconomicfactorsranging
from demonetisation, teething prob-
lems of GST implementation, slow
growth of industry with limited new
jobs, and even rural distress, did not
dampen the electoral showing of the
BJP/NDA.But one thing seems clear, that
Indianslikea‘strong’prime ministerand
notameekone.In some sense, it is more
avictory of the Modibrand,as thewhole
election pitch of the BJP/NDA centred
around Narendra Modi.

Now, with the historic win in the
pocket, what is it that PM Modi can
delivertothenation? Firstand foremost,
perhaps the need is for humility and
goingbacktohis 2014 election slogan of
‘sabka saath, sabka vikas’. In his ‘thank
you’speech,the PM did mention that he
will forget the bitterness of the election
campaign, and will work with all states
and parties without any ill will and ani-
mosity.That is reassuring.

Second, hehastohitthe ground run-
ning on the economy. The macro-econ-
omyis facingheadwinds. Industryis get-
ting deeper into the doldrums, and
agriculture has been limping. He has no
time to rest as expectations from him
have soared even higher. We focus here
on the agri-food sector.And within that,
we discuss onlyagri-marketing,whichis
a low-hanging fruit. Later pieces will
focus on otheraspects of agriculture.

FROM PLATE TO PLOUGH

TO STARTWITH, AAGRI-MARKETING REFORMS COUNCIL, ON THE LINES OF THE GST COUNCIL,
MUST BE SET UP FOR BETTER COORDINATION WITH STATES ON IMPLEMENTING REFORMS

Modi must now sow

GULATI

Infosys chair professor of economic, Icrier

In 2016,PM Modi gave a clarion call
todoublefarmers’realincomesby 2022-
23.At the time, the time-frame to do it
was seven years and required rate of
growth was 10.4% per annum. Three
years have already passed by, and one
doesnotseeanyaccelerationinfarmers’
incomes compared to its trend line of
3.7% during 2002-03 t02015-16.5S0,in
the remaining four years, PM Modi has
to get farmers real incomes moving up
by 13-15% per annum. To my profes-
sional understanding, this is almost
impossiblewith theset of policies thathe
has followed in the last five years. Agri-
marketing reforms, therefore,should be
the top priorityin reformingagriculture.

PM Modi hastoensure thathis Model
Agricultural Produce and Livestocks
Marketing Act of 2017 is followed and
implemented by all the states, in letter
and spirit. Just sending a letter to states
willnotgetitimplemented.Suchaletter
was also sent by late PM Vajpayee in
2003,and itremained basically on paper.
Recent attempts by chief minister
Devendra Fadnavis to implement it in
Mahrashtra showed how difficult it
could be in the face of strong opposition
by mandi commission agents and other
vested interests.

If PM Modi is serious about reform-
ingagriculture,heneedstoquicklysetup
an Agri-Marketing Reforms Council
(AMRC),on thelines of the GST Council,
to carry out agri-marketing reforms in
states in a synchronised manner.Itisa

low-hanging fruit and can be harvested
in the next 6-12 months if he hits the
ground running right now. This AMRC
will also have to review and prune the
Essential Commodities Act of 1955, the
Livestock marketing, the Warehouse
Receipt System, the Agri-Futures mar-
kets, etc. The agri-vision for New India
should be based on build-

(2 EXECUTIVE FAILURE

Former UK PM Theresa May

It is and will always remain a matter of
deep regret to me that | have not
been able to deliver Brexit

agri-marketing reforms

nerative prices for farmers is through
these structural reformsin agri-market-
ing.The path of higherand higher MSPs,
based on costA2+FLasannounced for23
commodities has serious limitations as
itbypasses the demand side of the equa-
tion. We can already see much higher
stocks of grains in the government sys-
tem,with Food Corporation of Indiaand
NAFED, than the buffer stock norms of
those commodities. This only reflects
that inefficiency will keep increasing.In
this context,lessons from China may be
of some use. China, after 2008, signifi-
cantlyincreased MSPs for key commodi-
ties such as rice,wheat, corn and cotton.
Its list of MSP commodities is much
smaller than ours (we have 23 com-

modities under MSP). Its

ingcompetitiveandincly- —=———  stocks of grains with gov-

sive value-chains for sev-
eral products, on the lines

Chinais

ernment system touched
almost 300 million

oftheAMULstoryformilk. ~ transitioning from a  tonnes, leadingto massive

Food processors, organ-
ised retailers, agri-
exporters, need to be
encouraged fordirect buy-

price-support and
public
procurement

inefficiency. From 2016
onwards, it set out to
reform the agri-pricing
support system.First, MSP

ing from farmers’groups Model to a per-acre  support forcornwas given

bypassing the mandi sys-
tem. Optimally, AMRC
should be led by a strong
agricultureministeratthe

cash pay-out
model. India should
learn from the

up, then cotton procure-
ment was reduced, and,
now, even wheat MSP has
been reduced. Interest-

Centreinassociationwith Chinese experience ingly—simultaneously—it
some chief ministers of I T ———————————— moved from price support

key agri-states, and the
experience gained in GST
reforms should be fully tapped. For that,
PM Modi needs to have a heavy-weight
agri-minister, who is well respected for
hisholisticunderstanding of theseissues
and can also carry his voice in the Cabi-
net. Whom he gives this responsibility
will have to be seen when he announces
hisnew Cabinet.The configuration of last
Cabinet may notyield desired results.

It maybe noted that the onlysustain-
able and efficient way to get the remu-

A CEO council on climate?

Big Business has launched
yet another initiative to
curb carbon emissions.
Things just might be
different this time

EARLIER THIS MONTH, the CEOs of 13
Fortune 500 companies, along with a
handful of environmental groups,issued
a call to enact federal legislation to fight
the impacts of climate change.Theirini-
tiative suggests a carbon-pricing policy
that would “meet the climate challenge
at thelowest possible cost.”This CEO Cli-
mate Dialogue—top-down, policy-dri-
ven and designed to garner bipartisan
support—addstoawidefield of bigbusi-
nesses, financial institutions, and state
and local governments advocating lim-
its on greenhouse gas emissions.

If this all sounds like a movie you’ve
seen before, that’sbecauseit is.

Twelveyearsago,asimilargroup (fea-
turing some of the same players) formed
the US Climate Action Partnership, a
large corporate push forlegislation to cap
carbon dioxide emissions. USCAP was
alsoaboutbigbusiness; itwasabout car-
bon pricing; itwasaboutbipartisanship.
And itwent nowhere.

The cynic in me says that regardless
of political or actual climate, any grand
plan thatincludes mentions of“climate,’
“carbon,”“price,”“tax,”“limit,”“regula-
tion,”“essential” or “policy”is probably a
nonstarter. Grand plans didn’t work
before, and they probably won’t work
now.But much has changed since 2007,
and what’s different makes me less cyn-
ical about big-business-led efforts to
decarbonise themselves and, by extent,
the economy.

To get to my less cynical perspective,
we need abit of history.As Kevin Book of
Clearview Energy Partners told me:

The economic basis for the climate
story in 2007 is a completely different
story to today. Then, saving hydrocarbons
and reducing emissions were aligned. We
were short hydrocarbonsintheworld,and
theideas of conserving hydrocarbons and
reducing emissions were totally aligned.

Book is right—oil was expensive and
scarce; so was gas. Coal-fired power was
still seen as thebasis of the US electricity
mix as it was cheap and the fuel domes-
tically sourced. Coal fueled half of all
power generation. Emissionswererising
as a result. This expectation that coal
would remain the cheapest powersource

wasatworkduring theleveraged buyout
of TXU Corp, thelargest LBO at the time.

One of TXU’s major concessions in
the deal was to cut the number of its
planned new coal plants to three from
11—significant enough to earn the
endorsement of two large nongovern-
mental organizations, Environmental
Defense and the Natural Resources
Defense Council.Inannouncing thedeal,
TXUalsosaid it sought“tojoin the United
States Climate Action Partnership.”
Fewer coal plants would mean that TXU
had fewerlower-cost generatorsto com-
peteagainst higher-cost gas-fired plants,
butitalsomeant,in theory,thatits exist-
ing coal plantswould stay competitivein
the power market. At the time, natural
gas futureswerealittle more thanayear
past a spike beyond $15 per million
British thermal units,and a bit less than
a year from another run-up to almost
$14 per mmBtu.

But just as USCAP was being pro-
posed, two things happened: The econ-
omy slowed (and then went into reces-
sion) and an enormous amount of
natural gas supply entered the market.
Renewable power generation grew enor-
mously,and the economy became more
energy-efficient. U.S. greenhouse gas
emissionswould, it turns out,reach their
peakin 2007.

USCAP’s medium-term greenhouse
gas emissions target was 90% to 100%
of currentlevelswithin 10years of enact-
ment. Despite the failure of the group’s
strategy, that goal was reached anyway.

Here’swhat happened to natural gas
futures after that 2008 peak: They
dropped to half theirlevelwhen the TXU
buyout was announced. TXU, heavily
indebted and facing those “relentlessly
unfavorable natural gas prices” that
made its coal fleet uneconomical, filed
for bankruptcyin 2014.

With cheap gas came far more gas-
fired power generationinthe USRenew-
ables surged, too, while the coal fleet
stopped growing in 2011 and has been
shrinking ever since.Those changes have
been massive contributors to the US’s
fallingemissions.Sumup those netaddi-
tions since 2007 by technology or fuel,

BULLARD

Bloomberg

and the changelooks pretty stark.Wind,
solarand gas make up thevastbulk ofall
growth—at the expense of coal and oil.

The future fortunes of coal in power
generation is something I write about
often, mostly because coal has been the
backbone of so many electricity systems
forsolong.That statusmadeanyconces-
sion around coal abig dealin 2007.Coal
ismentioned 22 timesin USCAP’s 2009
A Blueprint for Legislative Action; it isn’t
mentioned once in any of the CEO Cli-
mate Dialogue’s documents.

Even BHP Group’s chief financial offi-
cer, Peter Beaven, said at the mining
giant’s recent annual general meeting
that coal used for power generation is
being “phased out, potentially sooner
than expected.” That statement is even
more interesting when you note that
BHP is bullish on materials used in
renewable energy and electric vehicles.

Alothaschangedinthe 12 yearssince
USCAP was announced. Hydrocarbons
are cheap and abundant, but renewable
energy is even cheaper in many places,
and getting cheaperstill. Scarcityisn’tan
issue. But climate change looms far
larger than it did in 2007.As Book told
me: Today, the societal focus isn’t on the
climate itself, but climate bolted onto a
much more potent substrate: the Green
New Deal. The Green New Deal doesn’t
exist except as amobilisation and amove-
ment,butit appeals societally ona human
ratherthanageologic timescale: 10 years.

I don’t think today’s politics will
allowforatop-down,centralised, price-
based measure to limit carbon emis-
sions.Itwas hard 12 years ago; it’s hard
now.It’s stillimportant tolookbackand
appreciate all that has changed in
energy supply,demand and technology.
It’s probably more important aswelook
ahead via thoughtful explorations of
what a massive mobilisation to decar-
bonize mightlooklike.Put the pieces of
the historyand the future together,and
maybe we have hope that it will be dif-
ferent this time around.

This column does not necessarily
reflect the opinion of the editorial board
or Bloomberg LP and its owners

operations to direct

income support on a per-
acrebasis.In2016-17,Chinagavedirect
income support of $21 billion to its
farmers. In that sense, PM Modi’s move
toward PM-Kisan fordirect income sup-
portisastepin theright direction.

If PM Modi can do this shift from
price policytoincome policy,and reform
the currentagri-marketing system,itwill
be a fundamental structural reform in
agriculture with high pay-offs in the
years to come.

LETTERS TO

THE EDITOR

Modi wave sweeps
away Opposition

The runaway victory for the BJPin
Karnataka could prove to be
ominous for the H D Kumaraswamy-
led coalition government. The
saffron party decimated the joint
might of the Congress-JD(S)
coalition by bagging a whopping 25
of the 28 Lok Sabha seats it
contested. The bigwigs, including
Mallikarjun Kharge, M Veerappa
Moily, K H Muniyappa and H D Deve
Gowda were simply swept away by
the Modi tsunami. No praise is too
high for BJP-backed Independent
candidate Sumalatha Ambareesh
who overcame severe odds and
bagged the prestigious Mandya seat
at the expense of JD(S)-Congress
candidate, Nikhil Kumaraswamy.

— NJ Ravi Chander, Bengaluru

Congress must reform

Election results for Lok Sabha were
on expected lines ever since Sonia
Gandhi forced dynastic tradition in
her party by making her politically-
incapable son the Congress
president. Evidently, politics in
parties with dynastic tradition is like a
political industry where it is quite
natural that owner of the political
industry will hand over the party to
his or her legal heir, irrespective of
capability. Congress is not the only
such party. There are many regional
parties like Rashtriya Janta Dal in
Bihar, where less educated or even
illiterate legal heirs of party-founder
took charge of the party. Sonia
Gandhi could crown Rahul Gandhi as
symbolic president of the party with
all financial powers, but should
create a post of Working President to
carry on actual political work in the
party. Also, she should have declared
an acceptable intellectual as prime
ministerial candidate from Congress.
Though even such steps could not
prevent BJP coming to power with a
landslide victory in the strong Modi-
wave, any such hypothetical step
from Sonia Gandhi could have
definitely provided the country
healthy roots of democratic form of
governance with the ideal two-
party-system that could provide a
platform in case of anti-incumbency.
— Madhu Agrawal, Delhi
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THE EVILTHAT IS DATA

Data, data

everywhere:
Some to use,
some to abuse

In data markets, trust is a vital property and its absence
will make it hard to conquer the fear of surveillance
capitalism that has gripped the world. Innovation is

unlikely to thrive in an atmosphere of doubt and suspicion

KIN TO WATER, DATA is
everywhere now,and akin to
water,an overwhelming per-
centage of it is unfit for con-
sumption. The bigger
tragedy with data is that of the amounts
that have been readied for consumption
(read analytics); bad uses have dominated
the good ones in public consciousness.
Like Gresham’s law for money, there
might just emerge an equivalent law for
data: bad data drives out the good! Mark
Antony might well have anticipated the
current discourse on dataifhe had said—
the evil that data does lives on afterit, the
good is oft interred with its bones.

But believe it or not, data has and will
continuetodoalot of good.The good that
data does if widely understood can be
catalysed through good policy. Data also
does a lot of bad and that can be used to
drive good policy interventions to pre-
cludeabusesand overridevested interests.

What has been breathtaking about
data in recent times is the quantum of
generation. Massive amounts of it gets
produced, some voluntarily and most of
it involuntary. The former because we

choose to provide information about
ourselves on social media, of our actions
and sometimes even of our reactions to
others’ posts. Involuntary data gets pro-
duced because devices (the ones we wear
and the ones we get implanted!) are all
eventually connected to the internet,
recording our movements, our pur-
chases, our conversations and perhaps
even our thoughts.Besides,as the price of

Volume of data generated globally
(in Zettabytes)
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connectivity and devices plummets,
there will hardly be any public space
remaining that does not train camerason
us,all in the name of maintaining public
safety. It’s as if someone is saying to you
in vintage Bollywood style: Tu jahaan
jahaan chalega, mera saaya saath hoga!

If the real world doesn’t tire of teach-
ing us the perennial truth that life exists
not in the edges at O or 1, but in the con-
tinuum in between, the reality with data
iseven more profoundly so. Betweenvol-
untaryand involuntary data generation,
there are an entire host of in-between
data capturing practices that have
emerged and thatwill evolveasrulesand
the associated case law becomes estab-
lished. For example, online (and to an
extent offline) purchases generate truck-
loads of data every second with regard to
consumer preferences that are often
used without consent. At the same time,
admission tovarious portals requires dis-
closure of personal information without
which access is barred or restricted, giv-
ing the userno choice but to comply.And
in the vast majority of cases, users just
checkthe boxeswithout reading the fine
print,meaning that ‘informed consent’is
pretty much an oxymoron in the online
universe. Emerging laws are, thus, man-
dating simpler and clearer communica-
tion of privacy policies potentially mak-
ing online consent more meaningful.

As a result of massive technological
breakthroughs, including wearable sen-
sors and e-implants, data collection has
exploded. According to The Economist,
the world’s most valuable resource is no
longer oil, but data, 90% of which has
been created in thelast twoyears,and the
vast majority (more than 99%) of which
is “dark and untouched.” Thus the open-
ing comparison with water.

Additionally,data exhaust and digital
trails left by this massive network of
devices has become a cause of concern
posing bothrisk to privacyand an oppor-
tunity for innovation. The International
Data Corporation (IDC) estimates that 12
zettabytes of data were generated in
2015,0f which only 0.05% was analysed.
The IDC expects 47 zettabytes of data to
be producedin 2020.Just to put thingsin
perspective, 1 zettabyte is approximately
equal to a thousand exabytes, a billion
terabytes or a trillion gigabytes. Alterna-
tively, a zettabyte is also expressed as
10(21) bytes. Storage that was prohibi-
tively expensive onlya fewyearsago,and
warranted deleting files to make room
for newer ones, will soon become redun-
dant.Itis estimated that 90% of the pop-
ulationwill have unlimited and free data
storage in the next three years.

Combine this data overload with arti-
ficial intelligence (AI) and the mix is as
potent as Getafix’s ‘magic potion’. It can
be ruinous if misused and gainful if not.

Although AThasbeenaround since 1956,
its rise to become the hottest field in
technology today can be linked to the
ability of human beings to generate vast
amounts of data,alongwith everincreas-
ing capacityto store it. Data is the verita-
ble feedstock for AI. What has got people
excited about Al is that it can now be
applied to so many different domains—
health,education,e-commerce, psephol-
ogy, elections, social media, businesses,
publicservices,agriculture, manufactur-
ing—the list is endless. Data along with
Al is a deadly combination that makes
thewholeinfinitely greater than the sum
of its individual parts. If one watershed
moment for Al was in 1997 when IBM’s
Deep Blue beat Garry Kasparov, consid-
ered asthe Greatest of AllTime (GOAT) in
classical chess, the second watershed may
be unfolding right before our eyes.

The rise or fall of Al will depend on
how the integrity of the underlying data
ismaintained.Forexample,dataillegally
obtained via Facebook, which allowed
Cambridge Analytica (CA) to allegedly
influence political behaviour through
targeted ‘misinformation’, rightly stirred
a hornets’ nest over how the data was
obtained. CA was eventually forced to
shut down, while Facebook lost billions
in market value. Machine learning and
Al-based content guidance systems are
being created every minute in the fields
of advertising,news and its converse ‘fake
news’,among others, to target individuals
based on their behaviour and psycho-
graphic profile. There are a plethora of
examples of the damaging consequences
of Al thatinvolve abusing data for power,
businesses and even vendetta. These
things will happen and in ways that can
harm individuals, destroy reputations,
damage societies and impairour democ-
racy.Moreover,digital giants arelikely to
be the norm in this space due to the
inherent and profound network effects.
The clarion calls forbreaking themin the
manner that AT&T was broken in the
1990s to curb the monopolists’innate
abusive designs are going to be hard to
replicate.Butlet that beanother story for
anothertime.The truthis thatnotallbad
uses of datawill be or canbe nipped in the
bud,butincidents such as CAhelptocre-
ate frameworks in which such incidents
canbe minimised,if not eliminated. Nat-
urally,consumer groups are incensed and
are calling for greater online protection
and an uncompromised right to privacy
aswell as checks on misinformation and
propaganda.

That the bad consequences of the Al-
data combine have so far trumped the
good does not imply the latter are small
or inconsequential. In fact, over time,
these could dwarf the bad as technologies
diffuse and mature, and adapt to con-
texts.We know that Al will help enhance
skills, create jobs that never existed ear-
lier,help scientific discoveries,including
fornewdrugs,spawn newbusinessesand
business models, improve citizen ser-
vices, make delivery quicker and more
efficient,and radically change industries
like healthcare and transport, making
them better and perhaps even safer.

The possibilities are immense,but not
credibly quantifiable right now.One esti-
mate values these at $435 billion in
2025, but the forecast erroris likely to be
very large. Here, one point is worth
emphasising. The large benefits will be
contingent upon building trust among
and between citizens,and the privateand
public sectors. Trust has been a scarce
commodity in the Indian ecosphere and
within the Al-data combineits premium
will rise exponentially. In data marKkets,
trust is a vital property and its absence
will make it hard to conquer the fear of
surveillance capitalism that has gripped
India (and the world). Innovation is
unlikely to thrive in an atmosphere of
doubt and suspicion.Thus, the publicand
private sectors need tobuild and nurture
trust between and among themselves.
And data canbe the anchoraround which
this is created. Else, the perennial poetic
lament‘Hum ko unse wafa ki hai umeed, jo
nahijaante wafa kya hai’will continue to
hold back our progress.

(Richa Sekhani and Isha Suri, both at
ICRIER, contributed to the article)
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What Modi

should do next

The ruling party has won a huge
victory. If only it governed as well
as it campaigns

or the second time in a row, the Bharatiya Janata

Party (BJP) led by Narendra Modi has swept an

Indian election.Thealliance it leads (the NDA) has

won 343 of the 545 seats in the lower house of Par-

liament.The BJPitself has claimed a majorityin its
own right, of more than 300 seats.

To put the scale of the BJP’s success in perspective, the
last politician to lead a party to two successive electoral
majorities in India was Indira Gandhi,in 1971, at the helm
of the Congress party. The Congress, now led by Indira’s
grandson, clawed backalittle ground afterits disastrous per-
formance at the previous election,in 2014, in which it won
only 44 seats.Butwithahaul of 52,itremainsadistantalso-
ranin Indian politics.In a countrywhere previously routine
anti-incumbencyhad generated decades of fissiparous pol-
itics, the BJP appears to have become the natural party of
government,just as the Congresswas in the first years after
Independence.

Investors cheered the result, sending the main share
index to a record high. The BJP’s victory holds out the
prospect not just of stability, but also of development and
reform. Its manifesto pledged lavish investment in infra-
structure,including 100 newairportsand 50 metro systems.
By 2030, the BJP says, India will be the world’s third-biggest
economy (it now ranks sixth).

Yet the BJP has little to say about the biggest obstacles to
growth,such as the pooreducation of manyworkers, the lack
of clear title to much of India’s land and the domination of
the banking system by sclerotic state-owned firms. Its
activists tend to focus on less practical matters, to say the
least.It haslong promised to build a temple to the Hindu god
Rama in the city of Ayodhya, for example, on the site of a
mosque demolished by Hindu
zealots in 1992. This time
around, for good measure, it
pledged to keep women out of
a big temple in the southern
state of Kerala, in contraven-
tion of the Supreme Court’s
orders. It also wants to revise
the Constitution to take away
special privileges granted to
India’s only Muslim-majority
state, Jammu & Kashmir. One
of the BJP’s new MPs is a

Modi has governed
in perpetual
campaign mode,
with an emphasis
on slogans than
outcomes. He
needs to show
Indians he is not

just good at

winning elections,
but at putting his
victories to use

woman awaiting trial for aid-
ingaterroristattack thatkilled
six Muslims.

This is the ambiguity on
which the BJP thrives. To the
world, and to upwardly mobile
voters, it presents itself as a
modern, reformist party,deter-

mined to fulfil India’s potential. But it derives equal support
fromits claim tobe a muscular champion of Hinduism, that
will not flinch from putting Muslims—and their foreign
embodiment, Pakistan—in their place.

In its five years in office, Mr Modi’s government did not
quitelive up to eitheridentity, to the dismay of business and
the relief of minorities. It did enact two urgently needed
reforms, introducing a uniform national sales tax and
streamlining bankruptcy proceedings. But it also appalled
businessmen (and economists) by abruptly voiding most
banknotes in a quixotic quest to catch tax-dodgers. By the
same token, it did not build the temple at Ayodhya or pre-
side over the sort of anti-Muslim pogrom that stained Mr
Modi’s tenure as chief minister of the state of Gujarat. But it
did inflame the Muslim areas of Jammu & Kashmirwith bru-
tal policing, launch risky air strikes against Pakistan and
wink at alarmingly regular beatings and lynchings of Mus-
lims and low-caste Hindus for various perceived insults to
the religion of the majority.

Mr Modi’s second term gives him another chance to has-
ten development and turn India into a genuine global
power—goals that appeal to both his enterprising support-
ers and his religious ones. But, to do so, he will have to focus
on the economy. The sectarian concerns the BJP has been
stirring up during the election campaign are a harmful dis-
traction. So far, Mr Modi has governed in perpetual cam-
paign mode,with more emphasis on slogans than outcomes.
Heneeds toshowIndiansthatheisnotjust good atwinning
elections,but at putting his victories to use.

THE ECONOMIST

T'S THE SEASON OF trade wars,
though instances of such economic
warfare are hardly new. Indeed, the
history of global tradeis rifewith sev-
eral instances of aggressive trade
wars: be it the Sino-British Opium Wars of
the 19th century, the Chicken Wars
between the US and Europe in the 1960s,
or the 20-year-old Banana Wars between
them thatended onlyin 2012, nationalist
sentiments have led nations to impose
‘penalising’ trade restrictions on unre-
lenting partners, often themselves bear-
ing the brunt of retaliation or long-term
adverse effects of such restrictions.

Is this time different?

A rapidly changing geopolitical sce-
nario,with associated changesin interna-
tional relations and national trade poli-
cies, has put commodity markets on the
frontline of US-led trade war. The imme-
diate and continued effect of US-led trade
wars has been a spur in commodity price
volatility across the spectrum. As the Iran
turmoil led to augmented energy price
volatility, it added to the existing cocktail
of commodity price volatility. Prices of alu-
minium in global markets have plunged
over 30% from their highest levels in April
2018.Theindustrial metal is often viewed
as a proxy for prospects of global growth,
and the signal being sent in recent weeks
suggests rising pessimism about growth
with escalating trade war concerns.

Meanwhile,lead prices have sunk 34%

The trade war and
[ndia opportunity

How can India sustainably
access the lucrative yet
challenging markets that
beckon her
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between February 2018 and May 2019 on
persistent worries of the impact of US-
China trade tensions on global economic
growth and the sinking Chinese auto
demand. The same reasons have made
gold shine. Prices of the yellow metal, a
favoured safe haven asset in times of
uncertainties, rose to $1,307/oz in May
2019 from a low of §1,176/0z in August
2018,andbackto $1,275 levels as of now.

The India opportunity?

Whilevolatility in commodity markets
isnotunusual,the magnitude and impact
of the current tradewarhasadded an extra
measure of uncertainty.Evenas Chinaand
the US have been engaged in a trade war
involving imposition of and retaliation

with tariffs, the brunt (or opportunities) of
the economic wars has spilt over to many
other countries, including India. As Sino-
US skirmishes are leading to reduction of
imports from each otherand both nations
are looking forward to other countries as
destinations of their exports and sources
of imports erecting the high-tariff wall
amongstthem,Indiais emergingasa can-
didate for such substitutions. China’s
share in total US trade dropped to 15.7%
in 2018 from 16.4% in 2017.Simultane-
ously, total trade between Indiaand the US
increased to $87.5 billion in 2018 from
$74.3billionin 2017, raising India’s share
in total US trade to 2.1% in 2018 from
1.9% in the previous year. The trend con-
tinuesin 2019, to0,as seen in trade data.

Indian exports to US
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Commodity opportunity, too?

For some Asian countries, including
India,American tariffs on imports of Chi-
nese metals have given a boost to exports
of some commodities,such as aluminium
and steel.As the US imposed tariffs on Chi-
nese steel and aluminium, India’s bauxite
and aluminium exports sawan increase of
61.1%in 2018 over 2017, while iron and
steel exports to the US surged 9.1% dur-
ing the same period (see table).

Interestingly, China, theworld’s largest
aluminium producer, retaliated with a
25% duty on US aluminium scrap.As the
US, the EU and other developed markets
have stringent standards for scrap
imports, the global aluminium scrap sup-
ply is getting diverted towards India and

other emerging markets. The diversion is
being abetted by the 2.5% duty on scrap
importsin India,asagainst 6% on primary
aluminium,Indeed,scrap imports toIndia
from the US alone have grown by 142%
during April -November 2018 over the
corresponding period of 2017, while the
total scrap import shipmentsincreased by
209% during the same period. Likewise, the
tariff-hit Chinese steel, it is feared, can be
dumped (if not being done already) into a
vibrant consumption centre like India,
either directly from China or by routing
through Vietnam or Cambodia.
Meanwhile, China has turned to India
for meeting its demand for cotton. In
March 2019, Indian traders signed con-
tracts to ship 800,000 cotton bales to
China as demand surged from the world’s
biggest consumer. Following the US-China
trade war, India’s cotton textile exports to
China surged to 69% between April 2018
and February 2019,to $1.55 billion, com-
pared tothe same period the previousyear.

Key for India

From the perspective of the global
value chain, the impact of trade wars
resulting from retaliatory tariffs depends
on whether tariffs are temporary or here
tostay.If theyareimposed fora prolonged
period and deemed permanent, they could
be affecting investment decisions and
reorientation of supply chains. Hopes are
already being raised that some industries
or supply chains may relocate to India,

especially if the country continues
improving ‘ease of doing business’ and
focuses on ‘Make in India’. India’s large
pool of engineers, a young labour force,
wages thatare half that of China’s and sig-
nificant domestic consumption are fac-
tors that are attracting global manufac-
turing giants to make such shifts.

Nevertheless, India needs to diversify
the trade basket and continue exploring
new markets such as Africa and Latin
America to expand overseas shipments.
One reason India’s external sector could
weatherthe global economicstorm of last
decade was India’s diversified trade part-
nersand absence of concentration,a policy
that needs to be continued even now.
Other innovations—activation of the
rupee-rial payment mechanism estab-
lished six years ago (but ended in 2015) to
deal with western sanctions on Iran—also
holds promise, if politically feasible.

Finally, one needs to remember that
the space ceded by warring nations that
India aspires to occupy is available only to
the extent of India’s own capabilities. This
includes the ability to ramp up production
with high efficiency and lean supply
chains, competitive goods produced with
well-managed price risks in an efficient
market place that can enable Indian
industry to sustain the trade momentum.
Only through such sustained productivity
increase can India aspire to sustainably
access the lucrative yet challenging mar-
kets that beckon her.
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