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Lateral hires a great idea,
need a Nandan Nilekani now

Between sacking officials and importing talent, big moves on
bureaucratic reform; need a Nilekani-type thinker too

ETWEEN USING A relatively obscure rule to compulsorily retire bureau-
crats of dubious integrity to inducting domain experts into the bureau-
cracyat fairly seniorlevels, prime minister Narendra Modi’s bureaucratic
reform is off to a good start. In just two days, the government retired 27
senior taxmen—12 from Income Tax and 15 from CBIC—under Rule 56(j) that
allows the government toreview the performance of those who attain theage of 50
or 55 orhave completed 30 years of service and if need be, retire them “in the pub-
lic interest”; in even Modi’s first tenure, the government retired officials, but the
action seems to be more focused this time around. Indeed, given the allegations
against some of the bureaucrats, some of whom had been suspended for 15 years,
itis shocking that the system was so helpless that they managed to remain in ser-
vice for so long. While these bureaucrats were removed for their alleged corrup-
tion, the government would do well to start weeding out inefficient bureaucrats.

Besides this, towards the end of Modji’s first term itself, the government even
cleared the appointment of ninejoint secretary rank officials from the private sec-
tor; one of them, Amber Dubey, for instance, was a partner in KPMG and headed
the aerospace and defence division there. Given the paucity of domain expertise
in the IAS, such lateral entrants should make a big difference, especially since it is
at the level of the joint secretary that government proposals really begin to get
shaped. And, though there is a 60% reservation level for all government jobs—
including the 10% for the economicallyweak—it appears the government got over
this by arguing that these jobs were “single posts” where “cadre reservation does
notapply”.Going by a report in The Indian Express,the government is planning an
even more ambitious induction of 400 domain experts at the deputy secretary
level, though it is not clear how long it will take to do this.

While the impact of these lateral entrants will, of course, depend on how fast
they get assimilated into the bureaucracy while, at the same time, retaining their
different perspectives, Modi would do well to keep pushing the envelope.Since no
joint secretary can make a difference if the secretary or minister feel differently, to
make a quickand visible impact, Modi needs tolook fora Nandan-Nilekani-kind of
person; someone who can not only envisage something as out of the box as Aadhaar,
imagineand help create awhole ecosystem of applications around it,and then con-
vince politicians to back it even though it meant a big dent in the theft-ridden
expenditure system that the political system patronised. Most important, apart
from conceiving the system which some others can do as well, Nilekani actually
managed to deliverit in record time. Getting outside talent at a senior level is crit-
ical since it is very easy, in government especially, to get swamped by the inconse-
quential and to get caught up in the procedural detail. What is needed is people
who,Arjun-like, remain focused on the fish’s eye,almost to the exclusion of every-
thing else; given how far behind India has fallen, smart lateral thinking and the
ability to take advantage of what technology has to offer is critical.

No action on IL&FS's babus

IL&FS thrived due to its bureaucratic cover, time to go after them

ITHTHE ENFORCEMENT Directorate arresting former IL&FS CEO

Arun Saha and K Ramchand who was the managing director of

IL&FS Transportation Network (ITNL),and the government mov-

ing to blacklist auditors Deloitte and KPMG affiliate BSR & Co, it
would appear action in the IL&FS scam is gathering pace. And, under an Uday
Kotak-led board, IL&FS is close to concludingits first sale, that of 874 MW of wind
power assets held through a joint venture (JV). While GAIL had emerged as the
largest buyer of the assets, Japan’s Orix Corporation, which owned 49% of the
wind assets |V, invoked its right-of-first-refusal and will match GAIL’s bid; in the
bargain, the debts linked to the wind assets will be taken over by Orix. Over the
next fewmonths,as more assets get sold, it will be possible to get abetter estimate
of thesize of theholein IL&FS’s balance sheetand the haircut that variouslenders
of its ¥100,000-crore debt will have to take; PSU banks lent 35,000 crore and
PSU financial institutions another 39,000 crore.

What is odd,however, is the near complete lack of action by the authorities on
either IL&FS directors or the various government officialswhoworked with it and,
in a sense, ensured it flourished. As IL&FS’s group debt rose 87% over four years
between 2014 and 2018, and its leverage rose to a frightening 13, for instance,
its risk management committee that was headed by LIC’s managing director,
Hemant Bhargava, met just once—in July 2015—in that period; LIC owns over
25% of IL&FS. IL&FS’s independent directors who were on the risk committee
included Maruti Suzuki chairman RC Bhargava and former shipping secretary
MP Pinto; given the high-profile nature of the IL&FS scam and its capacity to
wreak havoc on India’s financial system, at the veryleast, the government should
have banned these directors from serving as independent directors on the board
of companies for a certain period, and clawed back the sitting fees they earned
from IL&FS.IL&FS also operated several projects in 50:50 JVs with state govern-
ments and a senior bureaucrat from the state was usually the chairman of the ]V,
and this is probablywhat helped IL&FS to structure contracts in a way that bene-
fited it more—in the case of Noida Toll Bridge, for instance, the way the deal was
structured ensured the project that was to cost Y408 crore in the early 2000s saw
its costs escalate to 5,000 crore a couple of years ago (bit.ly/2Rm9IwS) Apart from
this, a large number of bureaucrats have also been on its payroll at one time or
another. Surely the role of these worthies also needs to be scrutinised and, wher-
ever necessary,action be taken.

StandFIRM

India must not get cowed down by the US badgering it to be
lenient in pulling up Deloitte, BSR

HE POSSIBILITY OF Indian regulators placing temporary bans on Amer-

ican audit firms, Deloitte and BSR & Co. (part of KPMG), for failing to dis-

close the true picture in the IL&FS case has the US trying to bully India

intonotactingagainst them.As per Business Standard,the US has advised
India to forego strict regulatoryaction, saying abanwill retard investment inflows
into India since investors depend on firms like Deloitte forinvestment consultancy
also.Thanks to Deloitte's not relaying the true picture on the IL&FS loans, the bank-
ing sector is now saddled with 91,000 crore of NPA from just the IL&FS group
firmsalone.Invoking section 140 (5) of the Company’s Act, the Indian government
has moved to the National Company Law Tribunal (NCLT) to impose a five-year ban
on Deloitte and BSR from auditing and has instructed the Serious Fraud Investi-
gation Office (SFIO) to initiate disciplinaryaction against statutory auditors before
the ICAIand NFRA.Deloitte handles audits fortop companies overseas and within
India. Most companies prefer a single auditor for their overseas and Indian
accounts—due to better efficiency and uniformity—and thus have started to make
changes with regards to their auditors.

Deloitte global CEO Punit Renjen recentlyvisited India and met some top offi-
cials of the Union finance ministryand the US ambassador, Kenneth Juster.Wash-
ington, trying to bolster the case for letting Deloitte get away with a slap on the
writs, cited the case of altered audits linked to KPMG in the US, in which the regu-
lator there imposed a heavy fine on the consulting major rather than banning it
even temporarily. However, India must stand firm and choose its own regulatory
path.Evenifitistwo of the Big Four consulting giants,whose words hold sway over
business groups across sector, that are in the dock, if India fails to assert its regula-
tory sovereignty now, it will set avery poor precedent.At the moment, Deloitteand
BSRaudit 342 listed companies—comprising 40% of NSE capitalisation—and 300
unlisted companies.India must not get cowed down by the US's unwarranted inter-
ference in the matter.

. Upimion

NDIA'S ECONOMY HAS grown at

abreathtaking pace,fromanom-

inal GDPofX87lakh crorein FY12

toanestimated ¥190lakh crorein

FY19.Compound annual growth
rate (CAGR) of 11.74% in nominal terms
and 7.05% in real terms is remarkable,
making India the fastest growing major
economy in the world.In 2014-19, the
NDA-Igovernment grewthe economyby
%78 lakh crore at a CAGR of 10.88%.
While the Q4FY19 recorded lower
growth and the forecast for the next two
quartersisalsolower,Indiais expectedto
retain its status going forward.

While overall growth is impressive,a
detailed look shows growth has been
uneven across states. GDP data pub-
lished by RBI of representative states (see
graphic) indicates significant variance
between the northern and southern
states.Southernand Western states from
Tamil Nadu till Gujarat are thrivingwith
robust CAGR and impressive per-capita
GSDP.InFY18,the population-weighted
average of per-capita GSDPforthe south
was ¥1.93 lakh, 2.5 times that of the
northat<0.77lakh.Evenwithimproved
CAGR of over 10% in Madhya Pradesh,
Bihar and West Bengal, states in the
northarerecordinglow per-capita GSDP.
Itisclearthat growthacross Indiaisvari-
antand continues to diverge.

For study purposes, we projected the
per-capita GSDP of states for ten years
using GDP and population CAGR calcu-
lated from 2011-2018 data (see graphic).
Of course, these projections could
change on several factors. Projections
indicate that if development and popu-
lation growth rates of states are equiva-
lent to the last six years, the variance
between states could diverge even more.
Per-capita GSDP in southern states will
have consistently multiplied, contribut-
ingmassivelytoIndia's growth and GDP.
It could be well over 5.6 lakh—2.75
timesthat of thenorth’saverageat32.06
lakh. This is up from a factor of 2.5 in
FY18, clearly indicating a divergence in
growthif special measurestoboost these
state economies are not taken soon.

Northern states have larger popula-
tions and higher population growth
rates of 1.42% on average, compared
to 1.06% in the south (see graphic).
This correlation implies that a large
swath of India's population has insuf-
ficient income, low contribution to
GDPand high population growth rate,
while a smaller group has very high
income, proportionally high contribu-
tion to GDPand low population growth
rates. This population-weighted
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INTER-STATE DISPARITY

THE CENTRALISED PLANNING STRATEGY APPLIED ALL THESE YEARS DID NOT WORK. ONE STRATEGY
ACROSS INDIA CANNOT ADDRESS THE INHERENT DIFFERENCES BETWEEN STATES

Will the North
and the South ever meet?
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inequality is unsustainable.

Further, a major difference between
thesouthernand northernstatesare the
youth populations. Fertility data from
NFHS-4 shows the population in the
southern states is ageing, whereas the
youth bulge in the north and east is still
substantial. As discussed in our previous
FE article (bit.ly/2JM6u4f) the fertility
ratesinsouthernstatesareallunder1.8.
Notable contributors tolowerfertilityare
showntobebettereducation infrastruc-
ture and employment prospects in the
south, especially for women. Southern
states have significantly larger enrol-
ment ratios in higher education, as dis-
cussed inour FEarticle (bit.ly/2WSFKWg).
The variance in Gross Enrollment Ratio
(GER) (see graphic) in higher education
between southern and northern states
onaverageisasignificant 13.2 pointsin
2017-18.Among the more prosperous
south-west states, Gujarat trails with a
GERo0f 20.1 whileTamil Naduleadswith
GERo0f48.6in2017-18.

GER is lower in the north; but in
absolute numbers, thereis still a signif-
icant number of higher education grad-
uates due to the large populations.

Per-capita GDP by state (%)

AISHE data shows that from the repre-
sentative states discussed in the north,
therehavebeenafive-yeartotal of 1.92
crore graduates from 2013-18—92
lakh are women (see graphic). Unfortu-
nately, these are in regions where jobs
foreducated people are theleast—most
of the specialised jobs requiring gradu-
ates are in the south. Without quality
employment prospects,educated youth
in the north either opt out of the work-
force or take up lower level jobs. The
PLFS 2017-18 survey shows thisisone
of the reasons for lowworkforce partic-
ipation among women—unemploy-
ment among urban women with sec-
ondary education oraboveisat 19.8%.
States must prioritise providing edu-
cated youth quality employment
prospects in their home states.

Above dataand trends indicate that
growth has been uneven across India.
The centralised planning strategy
which the Planning Commission has
applied all these years before NITI-
AAYOG has not worked. One develop-
ment strategy deployed across India
cannotaddress theinherent differences
between states. In Modi 2.0, a well-

Zone  2011-12| 2017-18 [CAGR% 2027-28* | Zone  2011-12| 2017-18 CAGR % 2027-284

NORTH - CENTRAL _ SOUTH

upP 35917] 62291  9.61 155944 [ TN 1,03,600| 1,86,125  10.26| 4,94,171

Rajasthan  62,907|111,539 | 10.02 289717 | andhra 76,997 1,57,495  12.67 | 519,106
* | |

:‘APST 43.082] 93491 | 13.78 340,054 | 1o1300ana1,00732 198577 11.98| 615459
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AProjected; Data from RBI, CAGR computation and projections by authors. (* indicates data not published for 2017-18 in
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Population-weighted averages

Combined ~ Pop growthrate GER Lifeexpectancy 5 year total- HE graduates
Zones 2011-12t0 2017-18 2017-18 2012-16 2013-2018
North 1.42% 21.1 67.2 1,92,02,177
South 1.06% 34.3 70.6 1,67,16,374

Population and life expectancy data from RBI, GER data from AISHE (weighted average calculation by authors)

Bitcoin lessons for Facebook’s Libra

Mark Zuckerberg faces plenty of
competition in the race toward a

cashless society, with other

corporate and government rivals

LAURENT

Bloomberg

already well advanced in their plans

FACEBOOK LAUNCHED ITS ambitious
new cryptocurrency, which targets 2.6
billion usersand isbacked by upto $1 bil-
lionin funds.Fortheblockchain faithful,
therewas plenty of the usual stuffyousee
in these kinds of projects: Awhite paper,
a non-profit consortium to govern the
digital coins, geeky technical details on
how transactions will be validated, and
the promise of open-source code. But for
consumers, who will decide ultimately
whether or not Libra is a flop, there was
only a slightly underwhelming hint of
what it might actually be used for: A pic-
ture of someone sending money to
someone else viaa smartphone.

Even setting aside the various risks
thrown up by the Libra white paper
(financial stability, user privacy, and
whether it could cope with hundreds of
millions of daily transactions), you have
toaskwhyitmightbeacompelling prod-
uct. The service described by Facebook,
namely sending money “as you might
send a text message,” is already offered
by plenty of other companies such as
Alphabet Inc’s Google, Apple Cash, Pay-
Pal Holdings Inc’s Venmo and Circle, a
peer-to-peer payments providerthatlets
you transfer traditional fiat currencies.

Indeed, Facebook lets you send cash
through its Messaging app. It even had
its own virtual currency before, called
Credits, for the purchasing of content
from within apps. It didn’t take off.

Libra’s sales pitch says that “in time,
we hope to offer additional services for

people and businesses, like paying bills
with the push of a button, buying a cup
of coffeewith the scan ofa code orriding
yourlocal publictransitwithout needing
to carry cash or a metro pass.” It is true
thatyou can’tdothat oneverypayments
app.But Facebook founder Mark Zucker-
berg faces plenty of competition in the
race toward a cashless society,with other
corporateand governmentrivalsalready
welladvanced in their plans. Sweden, for
example, is on the road to becoming
cashless as soon as 2023. The local
mobile payments service Swishwas used
byabout 60% of Swedesin 2018,accord-
ingtoaRiksbank survey.Ithasmore than
6.7 million users in the country.

This isn’t to write off Facebook’s
chances completely. Maybe its financial
heftand vast numberofusers could turn
something that’s already pretty conve-
nient today (money transfers and pay-
ments) into something ultra-conve-
nient.Imaginea pot of Libra tokens that
could pay directly for every goods pur-
chase or app subscription without the
need forany currency conversion orcard
payment.Thiswould, though,depend on
Facebook’s ability to manage the huge
technical challenge of designingasingle
coin that can be used truly anywhere.

To become a genuinely universal
medium of exchange, it would need to
get rivals like Amazon and Netflix on
board. And why would they want to do
Zuckerberg any favors? The idea that
Libra is really at arm’s length from his

social media empire of Facebook, Insta-
gram and WhatsApp is debatable.

Facebook plans tolead the Libra con-
sortium fortherestof 2019,and itwillbe
at least five years before the blockchain
technology that supports the tokens is
completely decentralised. The ultimate
dream of any crypto project is that the
currencydoesn’trelyonasingle point of
control. Buteven if Facebook manages to
get there,does Zuckerberg reallywant to
embrace the dangers of aWild West cryp-
tocurrency? Bitcoin is alesson here.

Andwhatabout Facebook’s targeting
of the “unbanked,’ or those in the devel-
opingworld strugglingwithvolatile cur-
rencies? Bitcoin and its ilk promised to
address the same problems, and have
failed completely to help anyone other
than speculators and criminals.

Zuckerberg’s own patchy record on
international payments should give
pause too. WhatsApp Pay has struggled
to gain regulatory acceptance in India,
the world’s top remittance market,
because its data storage practices didn’t
meet national standards. Libra will have
toansweralot of similar questionsabout
its financial structure and treatment of
customer information.

Facebook has been on a mission
over the pastyeartorecapture the trust
of its users. Libra certainly demands a
lot of faith.

This column does not necessarily
reflect the opinion of the editorial board
of Bloomberg LPandits owners

Next week ICE will begin the process of removing the
millions of illegal aliens who have illicitly found their
way into the United States. They will be removed as
fast as they come in

defined state-wise strategy supported
by data is required to bring special
attention todevelopmentin states that
are below the national average, espe-
ciallyin the North and East India.

One of the critical investments to
accelerate the development of lagging
statesistofocus onimplementing edu-
cation infrastructure, for both school
and higher education,and then provide
the educated youth quality employ-
ment prospects in their own states. In
particular, instituting labour-intensive
industries with intensive skills training
in the populous states will provide
employment on a large-scale. Madhya
Pradesh has already started building
labour-intensive industries with posi-
tive results. Apart from this, the need of
the hour is to build infrastructure,
improve governance and deliver ser-
vices fasterin these states.

Strategy must also focus on the
strengths of each state and implement
policy accordingly. For example, West
Bengal can leverage its coastline and
industrial legacy to develop into an
industrial and trade superpower. Bihar,
with abundant fertile land and labour,
can focus onbecominga major producer
of food and labour-intensive industries.
With careful planningand implementa-
tion, each state in India can be specially
developed. In the next five years, it is
essential for Modi 2.0 to create spe-
cialised programswith centralised fund-
ingtotake care of the needs of theunder-
developed states in the North and East,
so they quicklyrise up to the current all-
Indiaaverage in terms of human capital.

Variation also exists within each
state. In Uttar Pradesh, the planned city
of Noida is one of India's most prosper-
ous cities, whereas several eastern dis-
trictslike Chandrauliand Fatehpurhave
been identified as backward by NITI-
AAYOG.Evenwithin moreaffluent states
like Karnataka, thereis considerablevari-
ance between districts—the Economic
Survey of Karnataka 2018-19, shows
that Bengaluru district alone accounts
fornearly two-thirds of Karnataka's GDP.
Asthe Centre under PM Modi'sable lead-
ership brings focus to each state's devel-
opment, a closer look at districts can
direct policy and allocation decisions.

Accelerating development inlagging
states and districts, can develop every
stateasa superpowerinitsownright.All
of India's population can then partici-
pateinIndia‘sriseasaglobal superpower.
The goalis to take each and every Indian
alongonourfast-pacedjourneytowards
becominga $10 trillion economy.

LETTERS TO

THE EDITOR
BSR kept to rules

The report "IL&FS scam: Audit firm
noted lapses by IFIN but looked the
other way" (June 19) is misleading.
The year ended March 31, 2018, was
the first year that that BSR &
Associates was appointed as auditor
of IFIN and this audit was carried out
jointly (as per the terms of
appointment) with the predecessor
auditors of IFIN. The concept of
'evergreening' is a contentious and
systemic issue, and hence a matter of
constant dialogue between
banks/NBFCs and RBI. The issue of
whether fresh loans have been
availed by borrowing companies to
repay existing loans only with a view
to avoid NPA classification is one that
is ambiguous with regard to
interpretation. Hence, it is very
common to see divergent views on
this aspect between a financial
services company and RBl. When
BSR & Associates signed-off its audit
report for FY19, several of these
classification issues were still under
discussion between RBI and IFIN.
BSR took into account RBI inspection
reports and the ongoing discussions
between IFIN and RBI. BSR also
engaged in appropriate discussions
to gather relevant facts from IFIN and
also reviewed IFIN's letter to RBI. It
also performed an independent
analysis in respect of these
transactions. Finally, it highlighted
contentious matters to the Audit
Committee of IFIN. This clearly
demonstrates that no attempts were
made whatsoever to avoid any
reporting.

— Manish Gupta, on behalf of BSR
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Arbitration
pe charcha

JAIN

An institutional framework needs an ‘arbitration
dharma’and a code of conduct in place

HATDOES ITREALLY
take to emerge as a
‘hub’? For starters, a
conducive, vibrant
and commercial
ecosystem and environment which facil-
itates ease of doing business. The gov-
ernment’s recent initiative and push for
the New Delhi International Arbitration
Centre Bill, 2019, to make India an ‘arbi-
tration hub’ has to be seen in the larger
and overall context, and not as a one-off
measure. Take Singapore, the ideal
benchmark, as an example. Singapore
attracts a vast majority of its interna-
tional commercial disputes of Indian vin-
tage and connection. It has become the
lead destination for dispute resolution as
therewasaclearvision and steady deter-
mination.This made Singapore the ‘seat’
of arbitration and a preferred venue.Such
international best practices must be fol-
lowed and a good ‘copy cat’in the Indian

contextis essential,which,likea magnet,
would attract users and stakeholders.

Realising the unrealised dream of
making India an ‘arbitration hub’
requires a holistic or 360-degree
approach and comeswith an‘arbitration
dharma)’, i.e. its own set of cardinal rules
and guiding principles:

First Dharma: A pro-arbitration
culture backed by the trio

While there has been aseachangein
the way arbitration is viewed today, we
still require a proactive and supportive
approach to arbitration. Courts partic-
ularly need to take a pragmatic
approach towards ‘minimum interven-
tion and maximum execution’, which
will respect the arbitral process and
honour arbitral awards.

The legislature had amended the
Arbitration Actin 2015 and set time-
lines toincrease the pace of arbitration,

and make it more time-bound, result-
oriented and disciplined. However,
India requires gigantic measures to
emerge as a ‘hub’. For example, in Sin-
gapore, the legislature has been quick
toundo any conflicting or anti-arbitra-
tion decisions within months, sending
out its pro-arbitration message loud
and clear. This brings in certainty, pre-
dictability and stability, which is the
essential bedrock fora ‘hub’.

The government has echoed the same
sentiment, and has given the need for
making India an ‘arbitration hub’ and
promoting ease of doing business the
stature of a national priority.

Therefore, it is fundamental that
the trio (judiciary, legislature and the
government) creates the right turfand
on-field conditions, much like cricket,
forachieving its dream of becoming an
‘arbitration hub’. This will
send out the right mes-
sage to the investor com-
munity that there is a
strong, effective and
time-bound dispute
redressal process.

Second Dharma:
Sanctity of contracts

Respecting the sanctity
of contractsand honouring
awards are vital to emerge
as an ‘arbitration hub’. The
mindset has to be one of
compliance—follow the
contract and honour it,
rather than findingways to
bypass/defeat it. This will
also push India up on the
ease of doing business
rankings, so clearly it’s a
win-win.

However,an effective dispute redres-
sal mechanism is not enough. It is
equallyimportant to reduce the number
of artificial disputes. Numerous times
needless disputes, particularly by PSUs,
are pushed to arbitration where the arbi-
trator simply has to direct the parties to
adhere to the terms of the contract.
Therefore, a mindset that is geared
towards upholding sanctity of contracts
and the arbitral process and nippingitin
the bud are critical for India torealise its
arbitration dream.

Third Dharma: Independent and
expert arbitrators

Forarbitration to truly flourish,what
is needed are neutral, independent and
domain/sectoral experts who are quali-
fied and competent to rule on the sub-
ject matter of the dispute. This would
bring in much-needed commercial cer-
tainty, uphold the sanctity of the
award/contract, and enhance the qual-
ity of decision-making.

A superstructure on
a solid base is
essential to make
India an 'arbitration
hub' and promote
ease of doing
business. This will
ensure durability
and longevity, and
who knows it may
just open doors to
‘arbitration
tourism' as well

ILLUSTRATION: ROHNIT PHORE

Fourth Dharma: Effective
enforcement of awards involving
public bodies

Courts are highly cautious in enforc-
ing awards against the government as
they are swayed by unfounded national-
ismand emotion.Whatisrequiredisano-
nonsense approach and a mindset tuned
towards compliance, adherence and
enforcement. The answer lies in creating
a culture of finality of arbitral awards so
that a winner can get a touch-and-feel of
the fruits of victory. The award has to be
as good as an ATM, providing instant
money and enforcement, or else the win-
nerlosesitall. Thiswill inspire confidence
and createavibrantarbitration culture for
resolving commercial disputes.

A step in the right direction

Undoubtedly, the tone
has been set right and a
step in the right direction
has been taken. However,
much more spadework has
tobe done forIndiato hold
the‘arbitration trophy’and
become a Singapore- or
London-esque hub. It
needs to be borne in mind
that you don’t become a
‘hub’ of  arbitration
overnight.The catalyst has
to be government initia-
tive,judicial and legislative
support, and, above all, a
conducive commercial
mindset and environment.
What we need is a well-
thought-out road map to
establish a credible and
trustworthy institutional
framework. Once the script
isin place,arobust institutional frame-
workwill automatically trigger/take off.
So let’s follow the recipe and get all the
ingredientsrightin orderto ensure that
itleaves a good taste in the mouth.

For the system of arbitration to work
efficiently and effectively within a speci-
fied time period requires arealand mean-
ingful‘charcha’ (brainstorming) amongst
institutions,the government, users, prac-
titioners and stakeholders. The turf and
field have to be fully ready for institu-
tional arbitration to take off, much like
the Indian cricket team at the ongoing
World Cup has to up its game to win on
English pitches. What we need is enough
‘match preparedness’towin back the cup.

A superstructure on a solid base is
essential to meet the objective of mak-
ing India an ‘arbitration hub’and pro-
mote ease of doing business. This will
ensure durability and longevity,which
will serve India’s interests well, and
who knows it may just open doors to
‘arbitration tourism’.
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Using Al for
public health

RHEA JOHN

Jain is a technology-for-development professional.
Johnis a knowledge distiller at Swasti Health Catalyst

How does it work, and what is it good for?

UBLIC HEALTH PROGRAMMES are complexand
dependent on committed human resources,who
are in short supply and fairly difficult to keep
motivated.These constraintslimit the impact of
large-scale health programmes, often leaving out
families that need these. The progress made in the field of
artificial intelligence (AI) and machine learning (ML) in the
last decade can bridge this gap.

The term Al was coined way backin 1957.Butit’s onlyin
the last decade that we have seen an explosion of data,and
dataisthekeyfuel forAland MLalgorithms.As patientdata
and data collected through research is digitised, these algo-
rithms can use it to detect patterns, and then assist health
workerswith early detection of warning signs aswell as clin-
ical decision-making.

Sohow can it be used?

From precision medicine, medical record storage and
retrieval, medical report diagnosis, and robotics in clinical
settings, tovirtual consultations and personal fitness track-
ers that can be used at home, Al is making its presence felt:

Diagnostics and screening: Identifying or predicting
diseases based on symptoms;

Health worker performance: Tracking the data cap-
tured by health workers, and using it to direct their efforts
where they are most needed;

Improving client adherence: Identifying gaps in peo-
ple’s health-seeking behaviour and suggesting who might
drop out of a health programme or course of treatment.

This work is being pursued by many players, including
start-ups, research studies by academic institutions, and
bodieslike the ITUand WHO.The Astana Declaration on Pri-
mary Health Care identified technology as a key driver to
improve accessibility, affordability and transparency
towards achieving #HealthForAll

What is it good for?

With the kinds of applications outlined above,Aland ML
can be an excellent tool for the
healthworkforce,making their
lives easier and their work
effective—when a few condi-
tions are met. It can automate
repetitive tasks, figure out pat-
terns in huge datasets,and aid
clinical decision-making in
specificareas, particularlyradi-
ology and pathology. What

Al and ML can be
excellent tools for
health workforce,
making their lives
easier and their
work effective—

conditions health profession- V\(h.en a few
als usingAI/MLshould ensure? conditions are met
1. Get the right data: Al T ——————

and ML algorithms are smart,
but onlyas smart as the data that feeds them.The principle
of GIGO (garbage in,garbage out) isapplicable here, too.Any
biasin the data—method of collection, populations and con-
texts covered, human error—will make the algorithm biased.
2.Beethical: Al usersneed to thinkabout ethics and pri-
vacy standards while collecting data. There are limitations
and greyareas here,and no globally-accepted standards have
been developed. New developments like the EU’s General
Data Protection Regulation are forcing investments in data
security and privacy, but as public health professionals it’s
important to think about ownership,access and use of peo-
ple’s health data, before collecting it.

3. Get everyone on board: Getting non-IT people to
accept the outputs of Aland MLcanbeanissue.If algorithms
and processes are complicated (they often are), try and
demystify Al and ML for teams that work on the ground.

4.Be clearaboutyour objective: What outcomes doyou
wantAland MLto helpyouachieve?Is this the best way to get
that done, given your context and resources? Is it a realistic
objective to tryand achieve through a single tool? It’s impor-
tant to not fall in the trap of setting huge objectives (like
finding cure for cancer),but aim for low-hanging fruits and
start with something well-defined and achievable.

Where dowe go from here?

Aland ML can seem daunting to those who don’t dabble
intechnology,so organisations should get some tech experts
onboard.They can help define achievable outcomes, design
usable systems,and navigate the complex maze of resources
available to turn those ideas into reality. What health pro-
fessionals bring to the table is their understanding of the
needs and context, their on-ground networks that enable
co-creation, and their experiential insight into how these
technologies will affect the lives of communities and health
workers. Through such powerful partnerships, we can har-
ness Al to power the movement towards Health for All.

HE GOODS AND SERVICES

tax (GST) regime has been

hailed as a panacea to many

afflictions plaguing the erst-

while indirect taxation
regime. One such affliction GST was
meant to address and cure was ridding
businesses of tax costs and ensuring
seamless flow of tax credits.

Torecap,in the pre-GSTregime,a busi-
ness was not allowed to avail credit of
excise duty and service tax paid on the
construction of an immovable property.
Credit of service tax was allowed to the
extent an under-construction property
was sold upon payment of service tax.
Consequently,commercial developments
meant forleasingwere not eligible for tax
credits pertaining to goods and services
used for construction. This has been a
major cash burner for commercial real
estate meant for leasing in the past
decade, as these non-creditable taxes
added to the cost of construction of malls,
office spaces, etc.

It was widely anticipated and lobbied
that this restriction should be done away
with under GST, at least to the extent of
such propertybeingleased upon payment
of output tax.Thelogicbeing,where GSTis
paid on the output side,there should be no
restriction for credits on the input side.

Against the backdrop of this issue,
remaining seemingly unresolved since
2011 (from service tax era),arecent ruling
of the Orissa High Court—in awrit petition

Towards lower
construction costs?

The recent Orissa HC ruling
can pave way for realtors to
claim construction-related
input tax credits

PARTHASARATHY

The author is tax partner, EY India. Views are personal

filed by Safari Retreats Private Limited—is
a shot in the arm for the sector. The issue
of denial of GST credit to commercial
developments for lease was taken up by a
developer of malls before the High Court
in this case. The question before the High
Court was two-fold: (1) Whether restric-
tion of GST credits for development or
construction of a property meant forlease
is liable to be struck down as unconstitu-
tional, or (2) whether the language of the
restriction can be read down to infera dif-
ferential interpretation that allows GST
credit? Declining to strike down the law,
the High Court has categorically read
down the restriction to hold that the
restriction on construction-related cred-
its shall not be applied to malls developed

for lease. The decision, amongst others,
articulates a key principle of parity in the
taxation of commercial spaces meant for
saleand lease,both of which suffer GST on
the output side.

Several questions nowarise on the tim-
ing of this ruling, including its intent and
ramifications.

First,whynowunder GST this hasbeen
a legacy issue since the service tax era?
While this issue has been under represen-
tation/litigation in the past, this is a first-
of-its-kind ruling on this issue and hence
assumes significance in seeking toaddress
along-pending demand and concern of
the sector.

The second could be about the cover-
age of this ruling including its applicabil-

ity to various types of commercial devel-
opments.The subject matter of contention
before the High Court was a mall that was
being developed for being rented out
(where a direct nexus of GST payment on
lease rentals was identifiable). While the
ruling should, therefore, equally apply to
other types of commercial properties
(such as office spaces,warehouses, hostels
and the like), it leads one to a question of
whethera similar nexus can be derived for
hotelsand such other propertieswhere the
immovable propertyisintegral to the ser-
vice being offered; however, the type of
revenue earned is not rental of the space
per se. More difficult to justify may be a
case of construction of a factory that is
used to manufacture goods for sale.

future, by leveraging on some of the prin-
ciples laid down by the High Court.

The need of the houris toseeif this rul-
ing can aid in any ongoing litigation on a
similar issue under the pre-GST regime
and further chalk out a plan to claim GST
credits, at least for the go-forward period,
if not the past.Options such aswrit,refund
application, representation, advance rul-
ing, all present varying degrees of oppor-
tunity to commercial realtors. These
opportunities to stake claim to GST credits
need tobe carefullyweighed in against the
time-frame expected for resolution of this
issue before the Supreme Court, the
chances of an ultimate favourable out-
come vis-a-vis the time-frame for depre-
ciation of these costs from an income tax

Third, can this ruling be said to have a
pan-India precedentiary value given it
seekstointerpret and read down a central
GST law provision that applies across the
country? Being a ruling of the High Court,
it should have precedentiary value with
hopefully other courts following the same
in the following weeks/ months. Whether
realtors who have rushed to have similar
mattersheard in otherjurisdictional High
Court(s) shall be equally successful,
remains to be seen.While the possibility of
the Revenue challenging the Orissa High
Court ruling before the Supreme Court is
expected and seems imminent, this deci-
sion throws up an opportunity to realtors
in the commercial space to re-evaluate
their tax positions of the past, present and

standpoint, as well as potential interest
and penalty exposure (on the credits
availed), in the event of a negative out-
come. Another factor is potential obliga-
tions that could arise from an anti-profi-
teering perspective where credits, hitherto
assumed to be locked orlost,are unlocked
as a consequence of this ruling.

While these issues are being mulled
over and actioned, this could well turn out
tobealandmarkruling that paves the way
for realtors across the country to claim
construction-related input tax credits,
resulting in lower cost of construction of
leased spaces.

(Ketan Lohia, senior tax professional,
EY India, contributed to this article.)
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