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Education in business suit

Inthe absence of a broad policy, courts have to step in to protect students

AT 4
OUT OF COURT

M J ANTONY

his is the time when youth are

I frantically running for admis-
sion to professional colleges,
making it almost an academic e-bat-
tlefield. Shortly, the scene will shift to
the courts. This was going on for more
than three decades. In 1989, the
Supreme Court wrote that “Indian
civilisation recognises education as

one of the pious obligations of the
human society. To establish and
administer educational institutions is
considered a religious and charitable
object. Education in India has never
been a commodity for sale.” That was
said when a private medical college in
Bengaluru sought 60,000 as capita-
tion fee from a girl candidate.

Times have changed so much that
education has become crass business.
The Supreme Court has gradually
admitted this reality. Recent judge-
ments talk about higher education as
part of the right to carry on trade and
business, not philanthropy. Politicians
and entrepreneurs flaunt the number
of professional colleges they own as
their badge of eminence. Websites
advise you how to start a million-dollar
education business in 10 steps. As a
result, courts are flooded with peti-
tions challenging the admission prac-
tices of various universities and col-
leges. Two judgements of the Supreme

Court, delivered by vacation benches
last week, are warnings of litigation yet
to come once the admission season is
over and the courts reopen after the
summer vacation.

The most serious and recurring
issue before the courts is the quality of
medical and engineering colleges. The
regulators grant recognition to sub-
standard or ‘shell’ colleges; the man-
agements are said to collect up to 1
crore for a full course; they admit more
than the permitted number of stu-
dents. This breeds rampant corruption.
Last week, the chief justice of India
wrote to the prime minister to remove
a judge of the Allahabad High Court
for granting recognition to ineligible
medical colleges.

Though the judgements on profes-
sional colleges are in scores, they are
not consistent and the orders are ad
hoc, solving only the problem of that
season for particular institutions.
Therefore, more petitions are filed cit-

ing earlier orders and seeking clarifica-
tion of the previous ones. Clarificatory
orders telescope back decades and are
arich harvest for lawyers.

Students who get admission in
low-grade colleges often take a calcu-
lated risk. Their continuance in the
course is a matter of chance. In some
cases, the Supreme Court has allowed
them to complete the course but in
some others, the managements have
been told to return huge amounts as
compensation. In last week’s judge-
ment in the case, Foundation for
School of Management vs AICTE, the
educational institution sought more
seats but permission was not given.
Despite that, the college admitted stu-
dents far in excess of the sanctioned
seats. The management then moved
court for approval of the excess seats
on the ground of investments already
made and shortage of doctors. The
court initially directed it to deposit ¥4
crore. AICTE on its part imposed 323
crore as penalty for flouting its policy.
The court approved of it stating that
the college had illegally admitted
excess students endangering their
careers. In fact, the college was “let off
lightly when more stringent punish-
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ments were available.” Showing mercy
to the affected students, they were
allowed to complete the course and
take the degree.

In the second case, Education
Promotion Society vs Union of India,
the umbrella body of professional col-
leges sought more time to carry out
counselling as many seats are lying
vacant. The court observed that there
was no consistency in fixing the
schedule for admissions and such
irregularities were being exploited by
many private managements. They
admit undeserved students and
charge high fees. The court ruled that
if some seats remained vacant, it
could not be helped.

It would take iron will for the new
government to bring order in higher
professional education. It is bound to
face immense pressure because the
tainted money raised through the
business of education is one of the
tributaries flowing into politics and
the electoral process. Courts can only
adjudicate disputes over admissions
and recognition of institutions, but it
is for the government to lay down a
comprehensive policy and oversee its
implementation.

Low expectations at the global high table

India's agenda could be limited by the US-China
trade war and advanced countries' reluctance to

tax digital imports

SUBHOMOY BHATTACHARIEE

at the Osaka summit of the heads
of state of G20 nations on June 28
and 29. But the overarching reach of US-
China trade war and a clubbing of agen-
das could limit the gains for New Delhi.

The US-China trade war, which is
assuming a scale comparable to the
global financial crisis of 2008 that led
to the creation of the G20, will dominate
the talks. Euromonitor estimates that in
2008 about $3 trillion was shaved off
global GDP by the financial
meltdown. A Bloomberg
estimate notes that “global
GDP will take a $600 billion
hit in 2021, the year of peak
impact” as a result of the cur-
rent trade meltdown.

Either way, the ranks of
sceptics who had ques-
tioned the G20’s role, are
thinning. G20 seems the
only forum where Donald
Trump and Xi Jinping will
meet face to face as equals instead of
letting their aides fight. Osaka could,
therefore, be remembered for decades
as the summit where they made peace
or set the world on a disastrous eco-
nomic path.

The G20, as former Indian sherpa
and now central bank Governor
Shaktikanta Das has noted, remains the
only forum to provide the broad global
political directions that would not have
been available otherwise. “All the stake-
holders from the multilateral organisa-
tions sit around the table with the coun-
try leaders at the G20 meeting and that
helps to single out concerns,” he said

I ndia had plenty to put on the table

A
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in a chat with Business Standard in
December last year  (https:/
mybs.in/2VsGSrl). And it is how these
meetings are arranged that often
decides what finally gets said.

In the run up to the leaders’ meet,
India’s major concerns are a throwback
to its World Trade Organization (WTO)
agenda. It is in the linkage between
trade and the digital economy that it
has difficult domestic constituencies to
please. For the first time the meeting
of trade ministers was clubbed with
that of digital economy by the
Japanese, which holds the
presidency for this summit.
The clubbing demonstrates
the overpowering presence
of digital issues in global
trade talks, which India is
most reluctant to hyphen-
ate. So although the G20
finance ministers meeting
at Fukuoka in Japan on
June 8, saw India with coun-
tries like Indonesia secure
an international commit-
ment to finally tax imports of digital
business, it has secured a less-than-
clear commitment on data protection
at the joint meeting of commerce min-
isters at Tsukuba on the same date.

The former set have agreed that
rules for taxing global trade in e-com-
merce would be settled by 2020. This is
important, since from May 1998 India
has been part of a WTO Declaration on
global electronic commerce that states
that countries will extend the practice
of not imposing customs duties on elec-
tronic transmissions. It essentially set
a moratorium that is at risk of turning
into a permanent agreement. There are

conflicting reports from the WTO and
UN Conference on Trade and develop-
ment (Unctad) about the extent of pos-
sible revenue that countries forego by
not taxing electronic trade. One puts it
$756 million, the other at over $8 bil-
lion. But both agree that over 90 per
cent of this tariff revenue loss is borne
by developing countries. India has also
claimed that one reason it cannot
reduce domestic GST rates is to com-
pensate for customs revenues foregone.

On data protection, India is likely to
get more muted support at Osaka. The
issues here are as follows. Who owns
data — a nation or the global com-
mons? In February 2019, the India gov-
ernment released a draft national e-
commerce policy with links to flagship
schemes such as Make in India, Digital
India, Skill India, Smart Cities and
Startup India. The strategy includes

measures on data localisation to ensure
local or sovereign ownership and con-
trol of data generated within the coun-
try with mandatory disclosure of source
code by companies. This essentially
means if two Indians share data on a
mobile app that is developed by a for-
eign company, the India government
will have the rights to the technology
to develop the app (this includes shar-
ing source codes).

Japan takes the polar opposite posi-
tion that disclosure of trade secrets,
including source codes and proprietary
algorithms, as well as mandatory intro-
duction of particular technologies
including encryption technology by a
government should be prohibited.

Taking advantage of the clubbing of
the trade agenda with that of digital
economy, the final statement of the G20
commerce ministers at Tsukuba slips
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in plenty of reference to the concept of
free data flow, which inclines
favourably towards the Japanese posi-
tion. “Cross-border flow of data, infor-
mation, ideas and knowledge generates
higher productivity, greater innovation,
and improved sustainable develop-
ment. At the same time, we recognise
that the free flow of data raises certain
challenges...Interoperable standards,
frameworks and regulatory coopera-
tion can help in this regard”.

It is quite a step forward from the
Buenos Aires digital ministers’ meet
last year on November 30 and
December 1 where the reference to
“cross border” was only in the appendix
to the main statement. Given this lay
of the land, the endorsement of India’s
data localisation agenda could come
with clear riders in the G20 final com-
munique.

Good bank,

INSIGHT

bad bank

This market driven model of tackling liquidity crises has successfully been
implemented in several countries and can benefit the NBFCsector

DIVA JAIN

s the liquidity crunch continues
A unabated for India’s non-bank-

ing financial corporations
(NBFCs), a plethora of steps have been
suggested by market participants and
policy experts. These include extend-
ing special credit lines, tighter regula-
tion, imposing liquidity ratios and
access to depositor funding. While all
these measures have some metrit, it is
critical to triangulate the root cause of
the crisis before applying any of the
above remedies to avoid a situation
where the cure turns out to be more
deadly than the disease.

That NBFCs have been operating
like shadow banks and running an
asset liability mismatch is well known
and that this mismatch became prob-
lematic in the aftermath of the IL&FS
crisis, has been discussed to death. But
the question is why should the demise
of asingle large NBFC that took unnec-
essary risks and possibly indulged in
fraudulent activities affect the liquidity
for an entire sector. The answer lies in
the economic interplay between insol-
vency and liquidity. While it is widely
known that illiquidity can cause insol-
vency (Diamond-Dybvig model), it is

less known that insolvency of a single
large shadow bank can also cause illig-
uidity (Diamond and Rajan, NBER
[2002]). This happens because expec-
tations of investors change due to a
prominent insolvency and they now
doubt the quality of assets on the books
of other NBFCs and refuse to roll over
short term financing thereby leading
to aliquidity crisis for the entire sector.

This is exactly what seems to have
happened to the NBFC sector in the
aftermath of IL&FS and DHFL inci-
dents. The problem lies in the asset
side of the NBFCs where investors who
provided them with short term funds
(largely Mutual Funds) have lost faith
that has led to a flight of liquidity from
the sector. Thus the root of the NBFC
crisis lies in doubts about their solven-
cy and not because, liquidity that was
abundant for them till recently, has
magically evaporated.

Most of the remedial measures that
have been suggested miss this point.
Solutions such as imposing liquidity
ratios and tighter regulation are long
term measures that will not alleviate
the immediate liquidity concerns of
NBFCs. Special credit lines and access
to depositor funding, on the other hand,
are designed to shore up the liability
side of the NBFCs ignoring the fact that
the crisis is emanating from a lack of
confidence in the asset side. These mea-
sures would be like treating a life threat-
ening disease with palliatives and will
only lead to moral hazard with the
potential of causing greater problems
in the future. Although the Reserve
Bank of India (RBI) did try to tackle the
asset side by relaxing (somewhat) secu-

ritisation norms for NBFCs, this has had
alimited salutary impact on the liquid-
ity position of the NBFCs. This also sug-
gests that all may not be well with the
asset side of the NBFCs because under
normal circumstances, good assets can
be securitised and offloaded quickly to
meet liquidity requirements.
Thankfully several precedents exist
about tackling insolvency driven illig-
uidity in banking. The earliest example
is from 1988 when Mellon Bank split
itself into a “good” bank and a “bad”
bank where the good bank held its valu-
able assets while the bad bank held
assets whose quality was in doubt.
Existing shareholders were issued new
shares in both the banks and new debt
was issued to support the bad bank sep-
arate from the good bank. This experi-
ment was successful with creditors of
the bad bank recovering their debt in
full and initial investors in the bad bank
accruing handsome returns as the value
of “doubtful assets” recovered with time.
A similar model was employed very suc-
cessfully by Swedish regulators during
the Swedish financial crisis 0of1992. Ben
Bernanke was also a vocal proponent of
this model during the financial crisis of
2008-2009 as were prominent macroe-
conomists Paul Krugman and Brad
DeLong. During the same period, Irish
regulators used it successfully to repair
their banking system as well. A some-
what similar scheme was employed in
India to tackle the UTI crisis in 2002
when Indian regulators warehoused the
guaranteed returns scheme, US 64, in
SUUTI to insulate the mutual fund busi-
ness of UTI from being dragged down
by the guaranteed returns commitment

of US 64 units.

There are several other examples of
this model being used successfully to
tackle insolvency driven liquidity crises.
A key advantage of this model is that it
is organic and market driven instead of
being interventionist and loaded with
“bail out” risk as the proposed liability
side measures of NBFC rescue are. The
doubtful assets are transferred to the
bad bank at market value and are man-
aged by specialists who have a mandate
to maximise their recovery value for
creditors. This has the dual effect of dis-
infecting balance sheets of all institu-
tions by exposing them to the sunlight
scrutiny of the market and completely
removing any sort of ambiguity about
asset quality thereby leading to a resus-
citation of credit to the good banks and
the overall economy.

Indian NBFCs are a critical conduit
in the flow of credit to the real economy.
They have increasingly played a stellar
role in funding home/auto purchases
and discretionary expenditure, all of
which lie at the core of the economy and
its growth. If some of these pipelines of
credit (which is what shadow banks are)
are rotten, the optimal solution is to sep-
arate them from those that are sound.
Pumping more liquidity through liability
side measures will only lead to a greater
leakage and compound the shadow
banking problem instead of allowing
market forces to resolve it. Warren Buffet
says that using short term financing for
long term projects is like depending on
the kindness of strangers. Since Indian
NBFCs remain at the mercy of strangers
in the short term, the RBI should focus
on isolating bad assets and restoring the
markets’ kindness to beleaguered but
sound NBFCs instead of becoming a kind
but naive stranger by allowing all of them
to access liquidity unconditionally.

The author is a “probabilist” who researches
and writes on behavioral finance and
economics

Taking voter soundings

With bitterness between the Bharatiya
Janata Party (BJP) and the Trinamool
Congress (TM(), especially between West
Bengal Chief Minister Mamata Banerjee
and Prime Minister Narendra Modi, being
very great, a move by the TMCmay further
stoke thefire. Itis learnt that some
prominent traffic crossings and public
placesin Kolkata have started
broadcasting Banerjee's speechesin
which she is critical of Modi. Such screens
have been placed nearthe Dakshineswar,
Sonagachi and Hazra crossings, areas in
which a significant proportion of the
lower income group, the traditional voter
base of the party, resides. Itis being done
to gauge the erosion the BJP has caused in
the TMC's vote bank in these areas.
Sources suggest it could be the idea ofan
analyst Banerjee met recently.

Demanding godman

Self-styled gopdman Namdeo Das Tyagi,
popularly known as Computer Baba, has
hit the headlines once again. The Madhya
Pradesh government has appointed him
chairman of the Narmada River Trust. Just
after his appointment, Tyagi asked for a
chopper. The reason? “He will have to
supervise the work being done on the
Narmada." The state government was
taken aback and refused to accede to his
request. Now, Tyagi has asked for a room
in the secretariat and a drone camera for
keeping an eye on illegal sand mining in
the Narmada and other rivers. This time
his argument is that he needs modern
ashtra-shastra (weaponry) to save

the rivers.

No adjournment

If a member of Parliament dies, it is
customary for the House which she or he
was a member of to read an obituary
reference to her or him and adjourn for the
day. There have been exceptions to this and
so was it on Tuesday. After the Bharatiya
Janata Party's Rajya Sabha MP Madan Lal
Saini passed away in New Delhi on Monday,
it was thought the RS could adjourn for the
day on Tuesday after the obituary reference
to him. However, at a meeting of party
leaders of the RS on Tuesday morning,
Opposition leaders were informed that the
RS would adjourn until 2 pm and then
continue with its discussion on the motion
of thanks on the President's address. It was
argued that Saini had passed away in Delhi
and therefore members could pay their
respects to him by lunch time. Adjournment
of an entire day would have delayed the
PM's departure to Osaka in Japan to attend
the G20 Summit. With the RS taking up the
discussion after 2 pm on Tuesday, it has
paved the way for the PM to reply in the
Upper House on Wednesday afternoon. He
replied to the motion in the Lok Sabha on
Tuesday evening.

Unhealthy disruptions

This refers to “Viral Acharya’s last day at
RBIwill be July 23” (June 25). The Reserve
Bank of India Deputy Governor Viral
Acharya is the third among those entrust-
ed with management of the country's
economy, quitting their posts before
expiry of their terms, in past one year.

It started with Arvind Subramanian,
former chief economic adviser, who put
in his papers in June 2018, three months
before his term was to expire at the end
of September that year. The next was for-
mer governor Urjit Patel, who sought to
be relieved in December 2018 though he
still had nine months to go. Now, it is
Acharya. Earlier, Raghuram Rajan had to
go at 53 when his brief three-year term
expired. He went on record saying he
would have considered continuing, if an
extension had been offered to him.
Obviously, the authorities were either
indifferent to his continuation or actually
wanted him to go.

When the country is passing through a
critical phase presently, politically and eco-
nomically, economy is not growing at an
adequate rate and unemployment is at an
all-time high, it needs continuity in per-
sonnel entrusted with the management of
the economy. Authorities may consider
examining the causes underlying the ongo-
ing frequent disruptions that are not
healthy and not in the country's interest.
Steps must be taken to ensure they don't
occur any more.

R CMody New Delhi
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RBI needs independence

This refers to “Viral Acharya’s last day at
RBI will be July23” (June 25). It seems
nobody should question the RBI’s policy
making as it will be taken as dissent
against the government. The monetary
policy committee dominated by outside
members now is supreme and no argu-
ments will stand against their decision.
We have high expectations from the sec-
ond term of the Modi government and
are eagerly waiting to see the next steps
that will be taken to ensure indepen-

dence of the RBI in the long run.
Partha Sarathi Mukhopadhyay
Nagpur

A wise bird

The resignation of Deputy Governor Viral
Acharya is not surprising. What, in fact, is
surprising is it did not come months ago,
with the exit of former governor Utjit Patel.
Whether he was a dove or hawk will be
debated by interested parties including
the media, but Acharya would no doubt
hold that he has been neither but a wise
bird that chose what is good for the econ-
omy and the country.

CV Subbaraman Mysuru
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Relief for MSMEs

Plan to double collateral-free loans can, however, be a spoiler

Reserve Bank of India (RBI) committee set up to look at the problems

of domestic micro, small and medium enterprises (MSMES) has sug-

gested welcome measures, including creating a ¥5,000-crore stressed

asset fund that could operate on the lines of the Textile [Upgrade]
Fund Scheme. The committee also said instead of making MSMEs register with
various authorities, the permanent account number (PAN) should be made suf-
ficient for most of the activities and the focus should be on market facilitation
and promoting ease of doing business for the sector. The committee suggested
that to eliminate the delayed payments problems faced by MSMESs, which they
also cannot take up legally because of low bargaining power, the MSME
Development Act (MSMED Act) should be amended, requiring all MSMESs to
mandatorily upload their invoices above an amount to an information utility. In
another interesting suggestion, the panel has recommended a government-spon-
sored fund of 10,000 crore to support investment by venture capital and private
equity funds investing in the MSME sector. The Small Industries Development
Bank of India (Sidbi) should play the role of a facilitator to create such a platform.
This is expected to help MSMEs that largely rely on informal sources for equity,
which includes own saved funds and funding from family and friends.

The broad suggestions of the committee make ample sense because there
is no doubt that the MSME sector needs help. An inequitable distribution of
funds has been one of the most persistent problems that the economy has been
facing. Too little of the capital is distributed to MSMESs, as commercial banks
have considered them to be highly risky to lend. That is understandable because
the RBI’s latest Financial Stability Report itself highlighted concern with the
growing number of loans that were going to small businesses. In 2017 and 2018,
more and more loans had been given to MSMEs. The RBI report highlighted
these loans and suggested that “such a sharp increase [in loans] may require
examination of possible dilution of credit standards further and additions to
supervisory strategy for PCA banks”.

In that context, however, the panel’s suggestion to double collateral-free
loans to the segment, including for the Pradhan Mantri Mudra Yojana (PMMY)
and Self-Help Group-based entities, can be risky, if accepted. Consider the Micro
Units Development and Refinance Agency (Mudra) loans, where too many best
practices in loan origination have been neglected while authorising and disbursing
loans. Ensuring repayment has also been a challenge. The Mudra loans scheme
is showing signs of becoming the next source of major non-performing assets
(NPAs). Gross NPAs in the scheme reportedly went up by 69 per cent to316,480.87
crore for the fiscal year ended March 2019 from 39,769 crore a year-ago. According
to credit-rating agencies, the ratio of NPAs in the scheme is now being underes-
timated and may be between 10 and 15 per cent of advances. While the very
nature of the business of borrowers under Mudra is susceptible to volatility and
annual cycles, the surge in NPAs shows banks are not putting in efforts to monitor
them to ensure timely repayment. It is noteworthy that private sector banks,
which have generally been better at minimising NPAs, have not gone all in on
such lending the way that public sector banks have. A hike in the collateral-free
loans would hardly solve the problem.

Tearing hurry

EV move will backfire if the industry doesn't get transition time

he government’s plan to ban sales of fossil fuel-driven two- and three-

wheeler vehicles by 2025 could not have come at a more inopportune

time. Sales of two-wheelers grew at a meagre 4.86 per cent in FY19,

and the outlook for FY20 isn’t very encouraging. At the same time,
the industry is coping with the transformation to meet the Bharat Stage VI (BS-
VI) emission regulations, which will come into effect on April 1, 2020. Against
this backdrop, it isn’t surprising that the NITI Aayog’s two-week deadline to
the industry to come up with a comprehensive plan for introducing electric
vehicles (EVs) in the next five-odd years has been met with considerable scep-
ticism. Industry leaders have questioned the urgency and have pointed out
the increase in the cost of vehicles and inadequacy of the existing supply chain.
Batteries, which constitute 40 per cent of the cost of vehicles, would increase
the price of two-wheelers. In addition, considerable planning and execution
are required to simultaneously develop a complete ecosystem around EVs,
including charging stations.

In the NITI Aayog’s worldview, however, the transition will address two
main concerns: According to a report by Greenpeace and Airvisual, India has
22 of the most polluted cities in the world, with Gurugram being the world’s
most polluted. And two-thirds of the pollution load is due to two-wheelers run-
ning on the internal combustion engine (ICE) in major cities. Two-wheelers
account for 79 per cent of the number of vehicles whereas economy and pre-
mium cars have only a 14 per cent share. Another cause for worry is India’s
growing dependence on oil imports. The NITI Aayog estimates savings of ¥1.2
trillion (atZ70 per litre) in the oil bill if the transition takes place.

Both sides need to take a more rational approach now. While a move to
EVs is inevitable, the industry should be given a reasonable time. China took
the EV route as early as in the 1990s by classifying electric two-wheelers that
move at 20 km per hour as bicycles. Beijing made them attractive by doing
away with registration and allowing it to be ridden in bicycle lanes. Soon, it
restricted the ownership of gasoline-powered two-wheelers in some cities. And
it has been giving tax benefits and other subsidies to carmakers for almost a
decade. China, the US, and Europe have up to 40 per cent “all-in” subsidies.

To spruce up their supply chain, Chinese companies have been aggressively
buying lithium mines — the critical component for making batteries — in
countries like Australia, Mexico, Argentina and others. Today, it is both the
biggest manufacturer and biggest consumer for EVs globally. And some esti-
mates suggest that the EV market share will be 50 per cent by 2025. In compar-
ison, India seems to be in a tearing hurry in its EV transition without the
required infrastructure. For some reason, the NITI Aayog believes an ecosystem
of either fast-charging or swapping of batteries can be created by 2023. That is
almost impossible as the challenges — from acquiring minerals to installing
charging stations across the country to reducing the cost of the vehicle — are
manifold. The threat of a ban can’t be the answer.
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China's Hong Kong
conundrum

As duringtheTiananmen protests, Chinaisonce again faced
with a choice between repression and liberalisation

University, when many of its students were

encamped in Tiananmen Square demanding
political liberalisation. Zhao Ziyang, the Chinese
Communist Party’s General Secretary, whom I had
met a few years previously, had come out to plead
with the young demonstrators to go home, as he
knew of Deng Tsiao Ping’s decision
to declare martial law and order the
army to clear the square.
Fortunately, I had left China well ¢
before the massacre of early June.
The rest is history

In August 2014, attending a meet-
ing of the Mont Pelerin Society in
Hong Kong, staying in the Shangri La
hotel in Kowloon, we directly looked
across the bay to the square with the
yellow umbrella protestors. At the
meeting, Hong Kong’s chiefexecutive DEEPAK LAL
denounced the demonstrators,

Iwas in Beijing in April 1989, lecturing at Peking

negotiated the Sino-British agreement has pointed
out (in a letter in the Daily Telegraph, 14 June 2019)
this undermines the Common Law liberties under-
written in the agreement which is “an international
treaty between the two countries registered at the UN,”
under which China cannot unilaterally exclude Britain
from its joint obligations to Hong Kong as China is
now asserting. With Britain currently
embroiled in the Brexit mess, there
has been a deafening silence so far
from the UK. So, will China get away
with its unilateral attempt to under-
mine the Common Law protections
in Hong Kong?

It appears that Carrie Lam acted
unilaterally to curry favour with
Beijing. But her actions have back-
fired, much to Beijing’s fury with the
mass demonstrations it has pro-
voked, and Lam has been forced to

emphasising that there had been no

breach of the Sino-British joint agreement of 1997,
which established the Hong Kong Special
Administrative region as “one country, two systems”
for 50 years from July 1,1997. As Hong Kong had never
been democratic as a British colony, the yellow umbrel-
la protests demanding democracy soon petered out.
The Sino-British agreement had also enshrined the
British Common Law in Hong Kong to protect property
rights and personal liberties.

The recent crisis was sparked by Hong Kong’s Chief
Executive Carrie Lam, introducing an extradition Bill
allowing both residents and visitors in Hong Kong to
be sent to China for trial if deemed to be breaking the
law. As Hugh Davies, the British ambassador who

India’s China

hose who are aware of the intense debate on
Tthe reliability of China’s economic data should
find many familiar elements in the face off
between former chief economic adviser Arvind
Subramanian’s (AS) and the keepers of the faith in
India’s official data machine. They include the Prime
Minister’s Economic Advisory Council (the PMEAC),
which has issued a rather stern riposte (“GDP esti-
mation in India- Perspectives and Facts”, 19 June 2019)
to AS’s claim that the new methodology for measuring
India’s GDP with 2011-12 as the base year significantly
overstates its growth rate (“India’s
GDP Mis-estimation: Likelihood,
Magnitudes, Mechanisms, and
Implications”, Arvind Subramanian,
CID Harvard University, June 2019).
Instead of the average growth of 7
per cent that the official data shows
in the period between 2011-12 and
2016-17, AS’s estimate is a meagre
4.5 per cent.
Where does China fit into all this?
China data-sceptics have long

claimed that if the indicators that ABHEEK BARUA & TUSHAR ARORA

suspend the Bill for the time being.
Moreover, the erosion of civil liberties
in Hong Kong has led the US to threaten to strip it of
its special status under the US Hong Kong Policy Act
0f1992, which recognises the territory as an indepen-
dent member of the WTO. The bipartisan Hong Kong
Rights and Democracy Act recently introduced in the
US Congtess “cocks the trigger on what amounts to a
sanctions regime covering trade, finance and tech-
nology”, turning Hong Kong into just another Chinese
city, and part of the current US-China trade wars.
(Ambrose Evan-Pritchard, “US may strip Hong Kong’s
Special Status”, Daily Telegraph, June 2019). The exo-
dus of the wealthy and foreign companies to Singapore
has already begun, and if the extradition Bill is imple-
mented it could be the end of Hong Kong as the major

syndrome

ing, consumer-driven economy. Thus, using an old
economy measure like the LK index fails to capture
this structural shift and produce a systematic down-
ward bias in the growth rates. The defence’s case for
India’s official data is similar.

At its core, AS’s argument revolves around L-K
type proxies for GDP. Instead of Li Kegiang’s measly
three, he produces a bagful of 17 and frets over the
fact that while in the 2001-02 to 2011-12 period, they
correlate well with GDP, these correlations break
down in the subsequent period. AS also uses a four-
variable index (credit, electricity,
exports and imports) and pools this
with similar indices for 70 countries.
Since the relationship between GDP
and this index bucks the general
trend, AS concludes that the new
methodology is flawed and biases
GDP estimates up.

One can pick many nits in AS’s 17
as the PMEAC paper does. For one

thing, many of them like cement and
the IIP measure volume rather than
value. It is not surprising that they

should prima facie correlate with
GDP growth are used as proxies, the
growth rate would be very different. The most well-
known of them is current premier Li Keqiang (LK).
After dismissing official statistics as “man-made” he
provided his own measure of growth (the Keqgiang
index) using a combination of three things — electricity
consumption, railway freight, and bank lending.
Estimates based on this index and its most sophisti-
cated variants show much lower growth than the offi-
cial releases. While the government currently pegs
growth in the ballpark of 6.5 per cent, the sceptic esti-
mates vary from 2.5 to 4.5 per cent.

There’s a twist to this tale though. Over the last few
years, L-K type measures have come in for severe crit-
icism. The new China, the critics claim, is very different
from the old “industrial” China when investments
and exports were the main engines of growth. A
change in economic policy direction (articulated in
its 12th Five-year plan of 2011) drove a profound shift
in China’s economic structure to a more inward-look-

moved closely with the old GDP
series. The major grouse with the old
estimation method was that it relied (partly due to
data paucity) too much on volume measures when it
should have used value-addition instead. The new
methodology attempts to correct this and it is not sur-
prising that the volume-GDP link weakens.

The PMEAC’s rebuttal is comprehensive but in the
muddle of technical minutiae, the two central critiques
of AS’s approach seem to lose their sting.

First, AS’s declining correlations captures a shift
in the structure of India’s national income. India’s
growth patterns over the last few years have been sur-
prisingly similar to China’s with domestic consump-
tion emerging as the principal driver, and investment
as well as exports getting short shrift. While this is
widely known, a couple of data points might drive this
point home more convincingly. The average annual
contribution or share of investment in the expansion
of GDP from 2001 to 2011 period was 51 per cent. In
the subsequent period it dropped to 28 per cent. The
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East Asian financial hub.

Along with these current dangers from the crisis,
there is the incipient danger for President Xi from
appeasing the young protesters. These are illuminated
in the recent revelations of the “New Tiananmen
Papers” (see Andrew J. Nathan, www.foreignaffairs.
com) which provide the party’s response to the 1989
crisis. A post-Tiananmen special meeting of party lead-
ers and elders analysed the causes of the disturbance,
revealing a profound paranoia about domestic and fic-
tional foreign enemies. A telling comment relevant to
the current Hong Kong crisis was by Song Rengiong,
the vice chair of the Central Advisory Commission who
said “ forty years ago [US Secretary of State John Foster
Dulles] said that the hope for the restoration [of capi-
talism] in China rested on the third or fourth [post com-
munist] generation. Now, the state of political ideology
among a portion of the youth is worrisome. We must
not let Dulles’ prediction come true.” This does not
augur well for the young yellow umbrellas.

Furthermore, the old argument of the economic
importance of Hong Kong to China’s economic pros-
perity has also diminished over time, as from pro-
viding about 20 per cent of China’s GDP in 1997, it
now accounts for just 3 per cent. But for the
princelings in mainland China and many foreign
companies, the proposed extradition Bill threatens
not only their property rights but also their personal
safety. The movement of companies and the main-
land elite resident in Hong Kong to Singapore, which
began after the 2014 umbrella demonstrations, has
grown. (see “Beijing grip alarms mainland elite in
Hong Kong” FT, 21 June 2019). But, given his assault
on many of the princelings in his anti-corruption
campaign, this exodus is unlikely to give President
Ximany sleepless nights. He is more likely to be con-
cerned about the effects on the populace of the con-
tinuing economic slowdown and crippling pollution.

It is in this context that the fateful decision that
Deng took in May/June 1989 to turn the guns on the
Tiananmen protestors should be seen. As Andrew J,
Nathan has argued (in “China’s Original Sin”, www. for-
eignaffairs.com) in April 1989, Deng faced the choice of
liberalisation or repression. Zhao Ziyang argued for
dialogue with the students who “were patriotic and
shared the regime’s goal of opposing corruption”, and
would leave peacefully if the regime accepted their
demands. Li Peng, the Prime Minister argued that if
the Chinese Communist Party “legitimised opposition
voices by negotiating with them, the party’s political
rule, based on a monopoly of power would crumble”.
Deng sided with Li. The government has ever since
had to tighten repression, whilst enforcing a silence on
Tiananmen to eliminate its memory. This growing
repression has created a surveillance state and a million
Uighur Muslims interned in the new Gulag in Sinkiang.
It has also created the authoritarian crony capitalist
model of growth. But, above all, argues Nathan, Deng’s
fateful decision leading to a state dependent on repres-
sion, also shows the fragility of repression, as demon-
strated by its viewing the granting of the Nobel Peace
Prize to Liu Xiaobo as an existential threat to it. By
silencing any memory of Tiananmen “it is trying to
outrun history, but history cannot be outrun. It can
only be confronted”. Asthe old men discussing China’s
future in the new Tiananmen Papers feared, history is
on the side of the youth marching through Hong Kong,
and that is the conundrum President Xi now faces.

share of consumption (as a driver of GDP growth) went
up from 48 to 58 per cent. The contribution of exports
fell by as much as 24 percentage points. For China,
this was intentional and driven by policy. For India, it
was the product of local and global circumstance.

Second, both China and India saw a credit binge in
the previous decade that spilled over to the current
one. ForIndia, it resulted in the well-known NPA crisis.
For China, it manifested in investor concerns over sta-
bility and episodes of large capital flight. Regulators in
both the countries began responding with policy mea-
sures from 2015 onwards. The move towards the Prompt
Corrective Action (PCA) mechanism and Asset Quality
Review (AQR) began at this time in India; China began
its policy of “de-risking” its financial system.

Thus the second or allegedly “dodgy’” phase of AS’s
data series for India saw a major moderation in credit
growth. Thisimpacted investment and was responsible
for the change in growth composition as well. Retail
credit was unaffected and is consistent with the con-
sumption boom story. However, with a relatively low
share (around 18 per cent in 2012) in aggregate loans, it
could not pull headline credit growth up.

To add to this, Indian companies turned more to
the markets for their funding needs. Between 2011 and
2017, while the outstanding credit of banks in India
doubled, the value of outstanding corporate bonds
trebled with a 30 per cent annual average growth in
issuances. Working capital funding through commer-
cial paper also saw a boom, and more so in the recent
years on the back of a wave of liquidity created by
demonetisation.

All these factors put together could explain why
something apparently as simple as the relationship
between credit and GDP growth could have changed
substantially between the two periods. AS suspects
a flaw in the estimation methodology whenever he
encounters a change in the way economic variables
relate to each other. In his paper he spares little time
to listen to the stories that explain these changes, a
habit rampant among China’s data sceptics. We
wonder why.

Baruais chiefeconomist and Arora, a senioreconomist, at
HDFCBank

Rulers and information
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BOOK REVIEW

AAKAR PATEL

ow does one square the reality
H that we live in an era in which

there is almost an excess of infor-
mation but a scarcity of good data?

India has no accurate means of mea-
suring its levels of unemployment or its
gross domestic product, and this is accord-
ing to the government. There is almost no
good data on inequality or wealth in India
either. Are we doing well or poorly as a
nation? We do not have answers or agree-
ment on such basic questions.

And then, how does one deal with the

idea that history can be rewritten in such
violent terms that what for generations
had been posited for all Indians as a blow
against humanity — Godse’s assassina-
tion of Gandhi —can today be projected
in electoral politics as a victory of the
Hindu nation?

In the absence of data and the willing-
nessto gather and engage with it (as is man-
ifest in even the India of 2019), author
Sanjoy Chakravorty’s argument in The
Truth About Us: The Politics of Information
from Manu to Modi is that in India, it is the
rulers and their manipulation of informa-
tion that has produced our truths.
Information is key to knowledge. What is
information? Who decides what it is? How
it is organised and categorised? These are
the important issues. Truths and identities
are created from the manipulation of these.
Where there isn’t enough information, a
reality can be created.

For example, very little data or informa-

tion on India existed before the British.
Nirad Chaudhuri in hisbook Hinduism has
also referred to this. The Raj began struc-
turing the identity of India and Indians by
interpreting what they encountered.

In the author’s opinion, “India” the
nation did not exist before the British. There
were communities but these were distinct
and they did not amount to a nation. In
some ways, then, this book and this sort of
thinking is a response to V D Savarkar’s
book written about 100 years ago,
Hindutva. There are, however, things in
this book that Savarkar and other
Hindutvawallahs will approve.

For example, Mr Chakravorty examines
the history of caste and asks whether it
existed in the form that we know before
the British Raj and particularly the census
series, which began in the last quarter of
19th century. He does not, of course, deny
the reality of social stratification through
Jjati. He does not deny discrimination

either. But he does ask whether it existed
in the Smritic form that we now take for
granted before the British. Was it the prod-
uct of amateur Indologists engaging with
material they translated and took as gospel?
The texts were, the author tells, all in
Sanskrit and the interlocutors all Brahmin.
The texts were relevant mostly or only for
them. Even within Brahmins, in fact, most
were only aware of ritual and not text.

On the other hand, the presence in
Indian history of many non-Kshatriya war-
rior-rulers (like Hakka and Bukka in
Vijayanagar) seems to indicate that this
rigidity of varna may be more recent. Even
the Buddha in one of his discourses gets a
Brahmin to accept that he is lower in caste
than the Buddha, who is, of course,
Kshatriya, something that Manu would
have disapproved of. Mr Chakravorty goes
to the non-Sanskrit texts of India, and the
travelogues written by foreigners going
back to Hieun Tsang and finds that there
is almost no reference to caste. He con-
cludes that chaturvarna did not exist in
India, and this is actually true. Even in our
time, Kshatriya and Vaishya identity are

quite problematic and contested and while
there is a positive Dalit identity, no peasant
community accepts it is Shudra.

The book also engages with the term
Hindu, a favourite theme of the Rashtriya
Swayamsevak Sangh and its ideologues
and friends, again going back to Savarkar.
Itisa modern term that has acquired polit-
ical and even militaristic dimensions.
Hinduism was not a recognised category
internally but a definition that came from
the outside. So then how could the word
“conversion” be applied to an act when
there was no formal religion that one was
converting out of?

The book also looks at the crisis of the
present, and that is Hindu nationalism.
British intervention ensured that any
nationalism generated in the middle class
was for a century directed at the outsider.
The internal aspects, meaning that of the
problems of Hindu society, were to some
extent taken up by Ambedkar. Today we
live in an era in which the internal is not
addressed for the most part. And the exter-
nal enemy has been replaced by the
Muslim. The rise of Hindutva in our time

isaredirection of nationalism.

The politics of information has seen an
enormous change in the last two decades,
between the election in which Atal Bihari
Vajpayee won in 1998 and the one that
Narendra Modi won in 2019. It is no longer
possible to have a single truth or narrative
even about so basic and obvious a thing as
the economy or employment.
Confirmation bias is easy and comforting
given the abundance of material.

With an overwhelming amount and
sources of information, there is according
tothe author actually a demand for simple
stories that interpret this maze. The word
chowkidar captures this spirit. Thisisa fine
book for our times and must be read for
those who have been in a daze for the past
five years.

THE TRUTH ABOUT US:
The Politics of Information
From Manu to Modi

Sanjoy Chakravorty
Hachette, 302 pages, T499
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Electrifying vision,
sobering reality

2-wheeler firms being asked to junk current plans for a hazy EV
future; if that fails to materialise, will govt compensate them?

IVEN INDIA'S AMBITIOUS emission-reduction targets at the Paris cli-
matemeet,itisnotsurprising that the government should havean equally
ambitious electricvehicle (EV) strategy.According to the plan,all fresh pro-
duction of three-wheelersare tobe based on electricenginesby 202 3,and
the changeoverdatewillbe 2025 in the case of all two-wheelersbelow 150cc.Therewas
also talk of a certain share of the fleet of taxi operators like Uber/Ola being electric by
acertain date,but that seemsto have been put on the backburner fornow.Given India’s
leadership position in the traditional two-wheeler industry—India exports 3 million
two-wheelers ayear—and how the advantage will now probably shift to countries like
China,itisnot surprising that the proposal mooted by NITIAayog has comein foralot
of flak from manufacturers like Bajaj Auto and TVS Motor Company. But, more than
that,what is worrying is the near absence of any concrete plan to make the shift,and
toeven thinkthrough therationale.If the electric power on which these two-wheelers
are to run is based on coal instead of gas or solar/wind, all that the move achieves is
emission-shifting,not reduction; thatis,the emission will not take place inbig metros
but in the areas where power plants are located. At the outset, then, the government
needed to put out information on the emissions that will be saved, if at all.
Thereis,asyet,no concrete plan to produce enough batteries or toreduce their costs.
Bajaj Auto managing director RajivBajaj told The Hindu Business Line (HBL) that there
wasn’t one batterymanufacturer present at the NITImeeting on this last week; China
accounts for around 60% of global battery manufacturing right now. India, in con-
trast,hasverysmall batteryassembly facilityand nomanufacturing capacity.So,if the
plantogo EVisjustafewyearsaway, forit to have any credibility,by nowleading man-
ufacturers should have started constructing theirfactories in India.And,as compared
to China’s 3-4 lakh public charging stations, India has a mere 150 and has a target of
5,000inafewyears.Sincebatteries are veryexpensive right now,and comprisearound
half the price of an EV, the government should have gone public with how much sub-
sidy will be given each year to make the 2-wheelers affordable. While nothing of the
sort has been done, the government is asking two- and three-wheeler manufacturers
toprepare foran EVfutureinjustafewyears.Given howthe currentinternal combus-
tion engines are so different from EVs, this means manufacturers will have to virtu-
ally start over from scratch, redesign their production,come up with newvendors, etc.
Butwhat happensif,as theyabandon their current production lines, the government
is not able to switch from coal-based to clean power, or to get enough battery manu-
facturers or charging stations, or to fund a big subsidy programme? Will the govern-
ment compensate manufacturersforthelossinbusiness? Indeed, this talk of asharply
advanced EVschedulewill also play havocwith manufacturers’plans to switch from the
existing BS-IVemission norms toBS-VI,sinceitis possiblealarge number of buyerswill
prefer towait to buy EVs instead. If the government is serious about moving to EVs, it
needs to demonstrate this by laying out a concrete plan to get battery manufacturing
in India and to detail how it plans to subsidise this.Else, it is just asking Indian manu-
facturers to trade theirleadership position foran uncertain future.

RBI's problems go Viral!

Sadly, DG’s exits strengthens view that govt uneasy with dissent

ARIOUS INDIAN GOVERNMENTS have had, from time to time, top

economists who have been educated abroad—indeed, many of Dr

Manmohan Singh’s team when he was finance minister were educated

abroad—but thanks to an unseemly controversy over the past few
years, the Narendra Modi-government gave the impression that videshi-bhagao
was high on its agenda. So,before RBI Governor Raghuram Rajan decided not to
seek an extension, there was talk of how he was “mentally not fully Indian” and,
later,when Arvind Panagariya left NITI Aayog, there was talk of how,under Modi,
the foreign influence on policy-making was reducing. If it wasn’t bad enough
that this made the government look xenophobic, the government constantly,
and publicly, attacked Urjit Patel when he was RBI Governor, appointed a well-
known critic to the central bank’s board, tried to ensure a part of RBI’s reserves
were handed over to it and even tried to alter the governance structure of RBI to
reduce the Governor’s powers; indeed, the tussle over RBI’s reserves is still car-
rying on and, if news reports are to be believed, the finance secretary is going to
write a dissent note in the Bimal Jalan committee’s report on this.

Itis true that most expected Deputy Governor Viral Acharya to quit when Patel
did, since it was he that delivered the speech talking of how, in Argentina, the
bond market taught the government a lesson when it fired the central bank’s
chief and then transferred a third of its ‘excess reserves’ to itself; to many, it
appeared he was asking Indian bond markets to do something similar since the
government here too was looking to sequester a part of RBI’s reserves. But when
Acharya stayed on after Patel resigned, it appeared as if the new Governor Shak-
tikanta Das had managed to convince him that the government bore no ill will
towards him; the fact that Acharya has now tendered his resignation before his
term came to an end, however, suggests the peace was just temporary.As it hap-
pened, over the past few months, Acharya has been more hawkish about infla-
tion than others on the monetary policy committee including the Governor.This
isnottosay that Acharya’s viewis right—indeed, FE has been critical of RBI for not
lowering repo rates aggressively in the face of a benign inflation outlook—but
his quitting strengthens the view, rightly or wrongly, of the government being
uncomfortable with dissent. This is unfortunate and should be a lesson to the
government in how to handle criticism; certainly its officials and those associ-
ated with it should refrain from berating those with a different point of view.

SouthsideSTORY

Residents of the southern states spend more on tertiary
education and choose STEM degrees over general ones

HE SOUTHERN STATES outperform most of their counterparts elsewhere

in the country in terms of human development. Recent research, however,

has found that regional differences exist not only in educational outcomes

but also in educational choices and household expenditure on education.
Using data from two sets of NSSO surveys, researchers from the Indira Gandhi Insti-
tute of Development Research, Mumbai,found that individuals residing in the south-
ern states are more likely to pursue higher education, especially in technical streams
like medicine and engineering, than those residing in northern states. Even among
rural populations,whoarelesslikely to pursue tertiary education than urbanresidents,
thosewhodo pursueit tend to opt fortechnical courses over general education,and sci-
ence and commerce over humanities within general education. The study also found
that students from South Indian states are more likely than their North Indian coun-
terparts toenrollin private,unaided institutions, thereby adding significantly to their
educational expenses, especially through educational loans—southern states were
found to account for over 70% of all education loans in India.

Alarge part of this regional variation is explained by the differences in levels of
economic development between northern and southern states—along with finding
apositive association between this spatial patternin education and urbanisation lev-
els,researchersargued that poorerhouseholds,being risk-averse,are unlikely to invest
in thelonger-term gains from higher education overimmediate benefits. Yet, differ-
encesbetween the infrastructural and policy environment surrounding higheredu-
cation—quality of educational institutes and instructors, seat capacity, prospects of
future employability, ease of obtaining loans, etc—too, are a contributing factor. If
the North wishes to catch up with the South, it is in these regards that it must take a
leaf out of the latter’s book.

: Upinion

OR SEVERALYEARS follow-
ing the liberalisation of the
telecom sector in 1994, the
‘separation of powers’ (SOP)
principle was met only in
breach and was one of the major areas
needing urgent attention. Telecom, like
allotherutilities,requiresinvestmentsin
large, durable assets with significant
sunk costs. SOP,unnecessary for a gov-
ernment-mandated monopoly,became
compulsory once private sector invest-
mentswere sought. This changewas first
set out in the National Telecom Policy
(NTP)in 1994,which stated thatin order
to realise the goals of India’s new eco-
nomic policy(1991),and tobuildaworld
class telecommunications infrastruc-
ture, private investment was key,and, in
turn, required setting up of an‘indepen-
dent’regulatory body, the Telecom Reg-
ulatory Authority of India (TRATI).

The early architects of telecom
reform recognised the politicised
nature of the sector and were justly
persuaded that the gradualist model
would work best for India. Implemen-
tation of the 1994 policy was thus left
to the Department of Telecommuni-
cations (DoT) to choreograph. DoT,
who had been regulator, policy maker
and service provider since indepen-
dence, naturally misused the faulty
institutional design to give itself many
privileges over private operators, who
had just begun commercial opera-
tions. This is, of course, well known,
having previously been stated in this
column itself (hztps:/[/bit.ly/21]9jlI).
But, here is the point. Inevitably, the
operations of this institutional
‘jugaad’ ran into problems. In the liti-
gation that followed, the Supreme
Court declared that there had been
delay on the government’s part in
establishing an independent regula-
toryagency.

One could be gracious to the gov-
ernment and argue that the delay was
planned; had the government adopted
the Anglo-Saxon SOP model in 1994,
at a time when there was almost no
tradition of independent regulationin
India, it might well have been accused
of selling out to foreigners. Instead, it
allowed an institutional equilibrium
to emerge that derived its legitimacy
from the local context,and that mim-
icked the model of independent regu-

mindset

INDIA'S TELECOM JOURNEY

SPECTACULAR CHANGES IN INDIAN TELECOM SINCE THE 1990s OFFER VITAL INSIGHTS
FOR SHAPING THE FUTURE OF EMERGING SECTORS OF THE ECONOMY

The missed-call capital
becomes the selfie capital

KATHURIA

Director and chief executive, ICRIER
Views are personal

lation made popular by Anglo-Saxons
for the telecom sector at that point in
time. Thus, SOP was eventually
achieved by creating TRAI separate
from service providers, by limiting
DoT to policymaking and by creating
an appellate tribunal (TDSAT) that
resembled a judicial body in form and
character.The ‘unbundling’of the erst-
while public-sector monopoly was
complete—SOP, with an irrefutably
Indian personality was achieved, in
theoryif not in practice.

Prior to TRAI’s entry, mobile tele-
phony was the preserve of private
players and peak mobile tariffs were
extraordinarilyhigh—<16.80 forboth
incoming and outgoing calls. DoT had
perhaps intended to price the private
entrants out of the nascent market
but underestimated Indian ingenuity.
The excessive price inspired the
Indian consumer to be thrifty. Thus,
‘missed calling’ became a necessity
with pre-set interpretations of num-
ber of rings and timing of calls. While
India now has one of the lowest tariffs
in the world,it is still the ‘missed-call’
capital of the world.

Structural reform of the sector has
no doubt borne much desired divi-
dends,alongside offering rare insights
into our political economy. Meanwhile,
and relatively unobtrusively, the for-
eign direct investment (FDI) regime for
the sector has been liberalised to keep
pace with structural reform. The caps
on the maximum foreign equity par-
ticipation in telecom companies incor-
porated in India have been gradually
eased. In November 2005, the Govern-
ment, through Press Note 5 of 2005,
raised the FDI limit applicable to the
sector from 49% to 74%, subject to
compliance with certain conditions,
including that the majority of the
directors,and selective key senior man-
agement personnel be resident Indian
citizensand thataresident Indian pro-

moter hold at least 10% equity of the
company. In August 2013, 100% FDI
inthe telecom sectorwas permitted for
all services. Cumulative FDI inflows to
Indiain the sector until June 2018 were
over $31 billion.

As Indian telecom lib-
eralised, it became a dar-
ling with foreign telcos
wishing to offset slowing

A collaborative

(2% EMERGENCY ANNIVERSARY

Prime Minister of India, Narendra Modi

India salutes all those greats who fiercely and
fearlessly resisted the Emergency. India's democratic
ethos successfully prevailed over an authoritarian

which 493 million use theinternetreg-
ularly.Smartphone ownershipisastag-
gering 450 million and rapidly growing.
Onsocial media, India surpassed United
States in active Facebook usage (260
millionvs 190 million).Instagram,aris-
ing social media platform,hasan Indian
user base of 72 million. The rising tide
of Instagram Influencersin India helps
brands grow awareness and, increas-
ingly,drive sales.LinkedIn,with 56 mil-
lion Indian users, has facilitated job
market search and matching. From
being the missed call capital, India is
well and truly ‘posing’ to become the
selfie capital,embracing, regrettably,its
dark side as well. But, let’s
keep that story for
another day.

The change in Indian

growth in their home strategy that telecom, especially for
markets. Over the years, combines those who lived through
many came and exited . the 1980s and 1990s, has
while others came and respective been spectacular and
stayed and, if you will, comparative offersvital insights,which
conquered the market. advantages of can be usefully trans-
§1ngTe1 .and VOQafone I B por.ted to present-day
invested in India directly India even as the new gov-
or through local opera-  @CrOSs Space (and  crnment attempts to
tors. On the other hand,  time) works better  shapethefutureofemerg-
AT&T, which previously  than an 'India first  ing sectors of the econ-
owned one-third equity omy.The primarylessonis

inatelecomjointventure,

strategy'’

this—a collaborative strat-

exitedalongwith Telenor, e ———  cgy that combines respec-

Swisscom, Belgacom and
Japan’s NTT DoCoMo. Recently, Voda-
fone India merged with Idea Cellular
while Bharti Airtel continues to be
backed by SingTel.RelianceJio’s success
lies, in large part, in alliances—such as
those with BT Group Plc and Deutsche
Telekom AG among several others.
Equipment makers Huawei, ZTE, Alca-
tel, Nokia and Ericsson have been the
source of advanced technology while
IBM has been a solutions provider to
many telocs. Thus, it would not be an
exaggeration to assert that behind
every successful Indian telco there is a
foreign hand! As a corollary, one could
assert that Indian computer scientists
and coders have played key roles in
many telco successes abroad.
Structural reform expressed in the
SOP principle and liberalisation, mani-
fested in easing FDI norms, jointly
transformed telecomsin India. Besides
abillion-plus mobile subscribers, there
are over 600 million internet users, of

Business must fight climate change

Businesses and investors thinking of what
assets to build and finance, and where, are

signaling that they are aligning

themselves with ambitious climate goals

LAST WEEK, THE New York State
Assembly passed the most aggressive
clean-energy target in the United
States, requiring New York to get
100% of its electricity from zero-
emissions sources by 2040.Governor
Andrew Cuomo, who is expected to
sign the bill into law, called it “the
most aggressive in the country.” On
the other side of the country, Ore-
gon’s state Legislature is attempting
to pass another ambitious climate
bill, an effort now stalled by the fact
that Republican senators have walked
off the job. In the absence of federal
action on decarbonising the power
sector, states are taking action on
their own.

These state goals are ambitious, and
they’re potentially unachievable using
current technologies. But they are
becoming policy reality, not political
rhetoric. Businesses and investors
thinking of what assets to build and
finance, and where, are signaling that
they are aligning themselves with
these ambitious climate goals.

The Network for Greening the Finan-
cial System, a group of central banks
and supervisors that assesses climate
risk and mobilises climate finance,
doesn’t see climate change as abstract.
Rather, it is of a “foreseeable nature,”
and “while the exact outcomes, time
horizon and future pathway are
uncertain, there is a high degree of
certainty that some combination of
physical and transition risks” will
eventually materialise.

If those risks are foreseeable, then
they can be priced. And if those risks
manifest themselves financially, then
they should be disclosed as well. In its
most recent status report, the Task
Force on Climate-Related Financial

Disclosures said that it now has
almost 800 supporters, up from just
over 100 only two years ago.

The group’s disclosure framework has
been appearing as corporate commit-
ments to reduce exposure to climate
change or curtail business activities
that cause it. Crédit Agricole recently
published its 2022 Medium-Term Plan,
which not only aligns itself with the
TCFD,butalso goes directly afterits own
book of business in ther-

BULLARD

Bloomberg

arereactingtothe U.N’s Octoberreport,
which argued that the world has 12
yearstoavert catastrophicclimate dam-
age, and just needed time to get their
financingin order.Regardless, the diver-
sity of borrowers coming to market
standsoutasanimportant trend.About
39% ofissuancein the first five months
of 2019 came from countries otherthan
China, France, the US, Germany, the
Netherlands and Sweden, the most since

at least 2014, Bloomberg

mal coal used for power EEEEEEE————————_ datashow.

generation.The banksays
it will be exiting from
thermal coal production
in EUand OECD countries
by 2030 (no newbusiness
relations with companies
for which thermal coal
accounts for over 25% of

Climate change is
all that most
people have ever
known, as | wrote
last week, and it's
the same story for

Itisimportant tonote two
thingsabout how the cor-
porate world is adapting
to a changing climate
beyond the here and now.
First,working to combat it
has financial rewards,
encouraging more of

their revenues except global corporations these efforts; second,

those that have

almost everybig business

announced planstoclose m———sssssss= is building climate

their thermal coal activi-

ties or which intend to announce such
plansby 2021).

Inaseparate newsrelease,the banksaid
itwould alsodoubleits green loan port-
folio to 13 billion euros by 2022. Its
planned increase tracks an expanding
market that could top 2018’s record
$182 billion of green bond issuance.
CreditAgricoleandits peersare typical
greenbond issuers,and as Brian Chap-
patta of Bloomberg Opinion noted, the
green bond field is not only growing,
but it is also becoming more diverse.
That’sawelcome change from last year,
when Chappatta said the market
“appeared to be stuck in infancy
because of self-designating and a gen-
eral lack of enforcement”.

It’s not entirely clear what changed.
Maybe countries and companies truly

change into its forecasts.
We can see this in the CDP’s recent
Global Climate Change Analysis 2018.As
Bloomberg’s Eric Roston reported, the
world’s 500 largest companies tallied
$970 billion in risks from climate
change,aswellas $2.1 trillion of “poten-
tial good news” in doing something
about those risks.
Businesses and investors like certainty.
Long-term and extremely ambitious
policies such as New York’s ensure a bit
more certainty,even if the,exact mech-
anisms of achieving those policies
remains uncertain. Climate change is
all that most people have ever known,as
Iwrotelastweek,and it’s the same story
for global corporations.
This column does not necessarily
reflect the opinion of the editorial
board of Bloomberg LP and its owners

tive comparative advan-
tages of various actors across space (and
time) works better than an ‘India-first
strategy’. To use a hackneyed turn of
phrase, Indiawillbecomefirstifitadopts
a collaborative rather than a protective
approach. Lest we be deliberatively mis-
understood or misinterpreted, collabo-
ration does not mean throwing India
under the bus or selling out to foreign
interests; rather, it implies recognising
our negotiating strengths and doing
what’s best for collective welfare. Cam-
bodia, Vietnam and Indonesia,among
other countries, are waiting and watch-
ingforustomove thewrong piece.But,if
we make the right move, as the poet
Majrooh Sultanpuri reminds us, we will
be joined by others to create the exten-
siveagglomeration effectsmentionedin
thisarticle.‘Mainakela hi chala tha janib-
e-manzil magar, Log saath aate gaye aur
karwaan banta gaya'.
Ankitaa Sharma, research intern,
ICRIER, assisted with the article

LETTERS TO

THE EDITOR

Kashmir imbroglio

The call for dialogue from Mirwaiz
Umar Farooqg ,a moderate leader
in the Kashmir separatist group of
Hurriyat Conference, is welcome.
Absence of sustained dialogue
and engagement with the
stakeholders of Kashmir
imbroglio, including the separatist
elements, and the policy of
quelling protests on the streets
through force by Modi 1.0 had
done more harm than good to the
larger cause of peace in Jammu
and Kashmir. Rise in militancy in
the last five years is a case in
point. The political vacuum that
presently exists in the state,
manifests itself in the absence of
elected government; this
prolonged absence of
engagement with the political
class of the state cannot be
allowed to persist for long. It is
time the Centre shed its
intransigent attitude and ushered
in measures to arrest the
deepening sense of alienation
among Kashmiris, particularly its
youth, to prevent militancy from
gaining upper hand in the state.
— M Jeyaram, Sholavandan

Removal of HC Judge

The present procedure of removal of
HC judges through impeachment by
Parliament is cumbersome,
especially in the case of Justice SN
Shukla of Allahabad HC, who was
indicted by an in-house panel and
has declined to resign or take
voluntary retirement. GOl must
constitute a permanent National
Judicial Commission as the final
authority in appointments and
probes against HC

— Subhash C Agarwal, Delhi

®Write to us at feletters@expressindia.com

R.N.I. Reg. No. 6188/61 Printed for the proprietors, The Indian Express (P) Ltd by Vaidehi Chintaman Thakar at The Indian Express (P) Ltd Press, Plot No. EL-208, TTC Industrial Area, Mahape, Navi Mumbai-400 710 and published from Express Towers, Nariman Point, Mumbai-400 021. Editorial & Administrative Offices: Express Towers, Nariman Point, Mumbai-400 021. Phone: 22022627/67440000. Fax: 022-22856323.

Chairman of the Board: Viveck Goenka, Managing Editor: Sunil Jain, Deputy Managing Editor: Shobhana Subramanian* (*Responsible for selection of news under the PRB Act)

© Copyright: The Indian Express (P) Ltd. All rights reserved. Reproduction in any manner, electronic or otherwise, in whole or in part, without prior written permission is prohibited. The Financial Express®



VWV W.FINANCIALEAFRESS.COM

FINANCIAL EXPRESS

WEDNESDAY, JUNE 26, 2019

OPINION | 9

SOUMYA KANTI
GHOSH

The authors are Senior Vice President, Datamatics Global Services and Group Chief Economic

Advisor, SBI. Views are personal

The many
pitfalls of

employment

surveys

Validity and reliability of statistical panel
surveys, which enable researchers to study of
individual behaviour change over time, are
severely limited by methodological factors

ILLUSTRATION: ROHNIT PHORE

N 1726, ATAGE 3,Adam Smithwas
kidnapped by gypsies. His rescue
was lucky for the world, as the dis-
cipline of economics would have
been significantly different other-
wise. Incidentally, the rescue is also
described as lucky for the gypsies since
Smith was extremely forgetful and it
would have a huge burden forthe gypsies
to keep him captive foralong time!
Readers must be wondering why this
sudden reference to Adam Smith in this
article. Well, the kidnapping incident
reminds us of the necessityaswell as the
futility of statistical surveys globallyand
in India. Damned if one does, damned if
one does not—a necessary evil, so to say.
Statistical panel surveys involve the
collection of data over time from a base-
line sample of respondents. Unlike other
forms of longitudinal studies, such sur-
veys allow for the study of individual
behavior change over time as the same
sampling units are followed over time.
The advantage of such surveysis that
they enable researchers to measure and
analyze changes over time in socio-
demographic and economic situations,
as well as the attitudes, opinions and
behaviors of individuals oraggregates of
individuals. The unit of observation of
household-based panels is the house-
hold and its members. Household pan-
els enable researchers to study house-
hold change and the changing dynamics
of the individuals within it. A typical
example is the CMIE Household Survey.
However, though data used in such
surveys have opened up avenues of
research that simply could not have
been pursued otherwise, their power
depends on the extent and reliability of
the data as well as on the validity of the
restrictions upon which the statistical
methods have been built. Otherwise,
such data may provide a solution for one
problem, but aggravate another.
Limitations of such datasetsinclude,
but are not limited to, problems in the
design, collection, and management of

INANCE MINISTER'S ADDRESS

to G20 reaffirrmed India’s

steadfast approach to taxing

digital companies. The issue of

large multinationals not paying
theirfair share of taxation has been explic-
itly acknowledged, and work on this has
been undertaken under aegis of the
OECD’s Base Erosion and Profit Shifting
Program.The program,however, has taken
an interesting turn. Fissures have
appeared in the international tax cooper-
ation carved out nearly a century ago.The
cause for this is the re-examination of
international tax rules that could poten-
tially reallocate taxing rights. The propos-
als being suggested can potentially shake
up the source-residence balance crafted
into law. Much to the dismay of developed
countries,OECD has suggested the various
proposalswill be examined and developed
without prejudice. This is also in contrast
to the beginning of the century,when the
rules were first designed. Developing
countries, such as India, are now at the
forefront of discussions.

Digital companies, unlike brick-and-
mortar companies, can sustain significant
economicrelations with the market juris-
dictions without physical presence.Imag-
ine an e-commerce platform.It can bring
together buyers and sellers with just a
website that can be hosted through a
serverlocated anywhere in the world. Tax

Taxing the

digitalised economy

Discussion on economic digitalisation
must precede changes in law to
ensure a level playing field and

protect tax base of digital companies

authorities have beenriddled by such dis-
location of taxable presence. It is a chal-
lenge toidentifywhat qualifies as taxable
presence.This question is being examined
in detail by policy-makers.While develop-
ing countries,such as India, consider user
participation or digital revenues as eco-
nomic presence,others,such as USA, con-
sider only a fraction of the economic
profit to be attributable to market’s con-
tribution.As countries try to resolve these
disagreements to find a long-term solu-
tion,India has moved ahead on its own by

TANDON

Assistant Professor, Tax Research Team, NIPFP

implementing a series of measures. In
2016, India introduced the equalisation
levy through the Finance Act. This levy is
withholding on payments to non-resi-
dent companies by resident companies in
lieu of digital advertising services.Indiais
among the first to introduce this. How-
ever, the levy has been criticised widely,
primarily, since it is not creditable in the
country of residence. As a result, it could
lead to over-taxation. As of now, for the
thresholds prescribed, the tax is applica-
ble to limited companies offering digital

NEW ECONOMY

date for panel surveys.These include the
problems of coverage (incomplete
account of the population of interest),
nonresponse (due tolack of cooperation
of the respondent or because of inter-
viewer’s error), recall (respondent not
remembering correctly), frequency of
interviewing, interview spacing, refer-
ence period, the use of bounding to pre-
vent the shifting of events from outside
the recall period into the recall period,
time-in-sample bias etc.

Another limitation of such datasets
is the distortion due to measurement
errors,which may arise because of faulty
response due to unclear questions,
memory errors, deliberate distortion of
responses (e.g., prestige bias), inappro-
priate informants, wrong recording of
responses, and interviewer effects.
Although these problems can also occur
in cross-sectional studies, they are typ-
ically aggravated in panel data studies
due to their very nature.

Such datasets may also exhibit bias
due to sample selection problems. For
theinitial wave of the panel,respondents
may refuse to participate, or the inter-
viewer may not find anybody at home.
This may cause bias in the inference
drawn from this sample. Although this
nonresponse canalso occurin cross-sec-
tional data sets, it is more serious with
panels because subsequent waves of the
panel are still subject to nonresponse.
Respondents may die,move, or find that
the cost of responding is high.

Additionally, the data suffers from
the intrinsic deficiency of reactivity. For
example, if we ask people questions
about the status of women at two or
more points in time, the questioning
process itself might produce opinion
shifts. Perhaps the act of asking people
about the status of women makes them
more sensitive to women’s issues. This
increased sensitivity might mean they
are more likely to favor or oppose
changes in the status of women during
later surveys. This is called reactivity,
because therespondentsarereacting to
the initial questioning.

Last, but not the least, one of the
most significant problems associated
with panel data is the issue of attrition
(i.e., respondents dropping out of the
study).Attrition is a general problem for
any study that draws on a panel survey.
But,because of the strong correlation of
attrition with residential mobility, it is
a particularly severe issue for demo-
graphic analysis. Marriage, cohabita-
tion, separation, divorce, or childbirth
may lead to aresidential move,and sur-
vey institutes are often unable to keep
track of people as they move. A similar
issue arises at higher ages, as respon-
dents may be unavailable for an inter-
view because they have moved into an
elder-care facility, been hospitalised, or
been unable to answer questions for
other reasons (such as disability).

The analysis of mortality risks using
asurvey is also contingent on the avail-
ability of information on the reasons
why a respondent dropped out. Some
panel studies (like the PSID and the US
Health and Retirement Survey) are able
toverify that arespondent dropped out
due to death by linking his or her infor-
mation to official death registers. In
other countries, it is not always possible
to confirm deaths in this way.

Thus,such surveys,undertaken with
grandiose plans and high hopes, fre-
quently fail to live up to the expecta-
tions of the initiators of the research.
Practical problems, such as continuity
of personnel, institutional commit-
ment, funding, design and substance of
the databank, changing of facilities and
equipment,and many others mayinter-
fere with the success of the project. We
are not sure whether the surveys done
by CMIE and even NSSO live up to all
such challenges. A case in point is that
the University of Michigan, in their Con-
sumer Surveys, always asks consumers
about their anticipation of unemploy-
ment rate changes, and that is subse-
quently validated. We are not sure
whether the CMIE Survey, which is
modelled along the lines of the Univer-
sity of Michigan Consumer Survey, even
addresses such an issue!

® GOLD SCHEMES

Don’t just tweak,
revamp them

KETKAR

Professor, Lal Bahadur Shastri Institute of Management, Delhi

Both the monetisation and the bond
schemes must be made perpetual,
transferrable, and tradable as D-MAT
bonds, denominated in grams

ORLD GOLD COUNCIL, US Geological
Survey and other agencies estimate that
the total quantity of yellow metal on this
planetisaround 245,000 tonnes.Of this,
190,000 tonnes is ‘above the ground
stock’and 55,000 tonnes is ‘below the ground’—being mined
at the rate of around 3,500 tonnes per year. Break-up of
190,000 tonnes shows that 17%is official holdings of the IMF
and centralbanksaround theworld, 14%isindustry stock-in-
trade,21%is private investment in the form of coinsand bars
and the balance 48% is held as jewellery.

In India, besides the 612 tonnes ‘reserves with RBI’, gold
ownership details are not readily available. However, based on
our imports in the past 30~35 years, agencies estimate that
Indian householdsand religious institutions hold over 20,000
tonnesin coins/bars and jewellery.Ouraverage stock-in-trade
is 10,000 tonnes and we import around 800 tonnes each year.

Against thisbackdrop, the governmentlaunched three gold
schemes in November 2015—India Gold Coins (IGC), Sover-
eign Gold Bonds (SGB)and Gold Monetization Scheme (GMS).
Three years since, the performance of these schemes hasbeen
no match for the lure of the actual metal.

To startwith,IGC sells physical gold,adding to the idle gold
volume and works contrary to the overall aim of our gold pol-
icy.Inany case,banksand jewellers have been selling gold coins
for several years, so IGC merely means another player in that
market. Moreover, given that around 100,000 IGCs—aggre-
gating to about a tonne—have been sold in three years, net
impact of the scheme on idle gold is insignificant.

For SGBs, public response has been lukewarm. From the
launch of scheme, RBI has issued twenty-seven tranches of
SGBsvalued at ? 7,286 crore,which amount to around 24.8
tonnes of yellow metal. Thus, SGBs have reduced our gold
imports by an average of 8 tonnes a year—which is just 1% of
theannual import.

GMShasbeen tweaked a fewtimes fromitslaunchand fur-
ther tweaking is reported to have been discussed last week.
However,most changes such asrevision of interest rates,allow-
ing deposit forbroken periods, premature withdrawal,etc, have
been cosmetic,and the scheme —overthreeyears—could bring
only around 22 tonnes or 0.1% of the idle gold, into circula-
tion. Such lacklustre performance calls for a revamp and not
mere tweaking of the gold schemes.

First, gold owned by a person does not have any lock-in
period and a maturity date. It continues to be with the owner,
till the person sellsit or gifts it. Therefore, SGBs and GDCs (Gold
Deposit Certificates, issued under GMS) must mimic these
characteristics of physical gold. Both need to be redefined as
perpetual, transferrable, tradable D-MATbonds,denominated
ingrams.Thevalue of these bonds could be updated as per price
movements in the bullion market and interest could be com-
puted ondailybalanceatratestobefixed everyquarter.Infact,
SGBsand GDCs could bemerged intoasingleinstrument that
isrealizable in rupees only,at prevailing gold prices.

Second, except for SBI and few others, banks do not men-
tion GMS on theirwebsites and employees are not even aware
of the scheme. Banks need to share the details of GMS, such as
account opening procedure, various formats, document
requirements, etc,on theirwebsitesand adequately train their
customer-facing employees.

Third, while banks are aggressively promoting SGBs, par-
ticularly to their D-MAT customers, theyare not marketing the
GMS at all. Banks need to mine their databases and promote
GMS to every customer, who ever held a locker in the bank or
hasbought gold coins orbars from thebankin the past 10~15
years.Also,banks must educate their potential customers that
just like holding gold in physical form, the quantity of gold in
their SGBs and GDCswill always remain intact. Only the value
of theirholdingwill changeaccording to changes in gold prices.

Finally, no scheme can succeed in India, by offering it
through 10~15 designated branches in metrosand making
the customers run from a branch to a CPTC (Collection and
Purity Testing Center) and back to the branch, for each mon-
etisation request. There is an urgent need for banks to col-
lectively coverall the 53 million-plus towns, by operating at
least one branch per town that is equipped with on-premise
CPTC,to offersingle-window service for gold monetisation.

advertising services.

To be able to tax digital companies
appropriatelyin India, the Income Tax Act
wasamended toadd an explanationto the
definition of business connection, in
2018.Thedefinition prescribes economic
presence based on the user base and sales
revenue.Known as the test for significant
economic presence, it has so far not been
operationalised. The bigger challenge is
that even if it were operationalised, it
would not apply unless India’s tax
treaties, too, are suitably amended. Fur-

ther,if a companyis considered as having
a taxable presence in India, it remains to
be determined how much of its income is
attributable to India. For example, hiring
platforms may have one of the transac-
tions located abroad. Would the entire
value, then, be attributed to India? If not,
then how much is the contribution of the
Indian user?

Pre-empting such issues and in an
effort to move ahead, CBDT recently
called for comments on its discussion
draft that recommends apportionment of

profits on various factors such as sales,
assets and users. The draft proposes that
inasituation whereitisdifficult toascer-
tain the income of a company, the tax
department can use existing rules of the
Income Tax Act to compute tax as a per-
centage of turnover, or in a manner it
deems suitable. A seemingly simple solu-
tion, it comes with its own set of chal-
lenges. First, this rule would be triggered
only under the condition that theincome
isnot ascertainable.To add to that,where
such exact language does not appear, rel-
evant treaties will still have to be
amended. More importantly, it is neces-
sary to develop a consistent and nuanced
methodology for an acceptable appor-
tionment.

It is commendable that India is lead-
ing discussions on digital taxes.Undoubt-
edly, it isimportant to create a level play-
ing field and protect the tax base.
However, the progress of such measures,
taken unilaterally,is not unfettered.Anet-
work of treaties based on international
conventions supersede the domestic law.
To find agreeable solutions to overhaul
this outdated system, it is necessary that
the discussion on economics of digitali-
sation precedes the change in law. If the
question of what constitutes a taxable
nexus remains unanswered, businesses
may get caught in the crosshairs of uni-
lateral measures.



13

TELLING NUMBERS

State divide in unemployment:
Nagaland 21.4%, Meghalaya 1.5%

NAGALAND HAS the highest unem-
ployment rate among the states at
21.4%, and Meghalaya the lowest at
1.5%, figures tabled by the government
in Parliament during the current ses-

RURAL-URBANDIVIDE
(UNEMPLOYMENTRATEIN%)

Female Male Overall

sion show. The Periodic Labour Force ~ Rural 38 58 53
Survey for 2017-18, other aspects of =~ Urban 108 5.7 7.8
which have been reported earlier, Rural+urban 5.7 6.2 6.1

shows huge variations among the
states. Besides Nagaland, states with
high unemployment are Goa and
Manipur. Chhattisgarh and Sikkim are

among those with the lowest rates. If

Union Territories

comparison, Nagaland still tops the list
while Dadra and Nagar Haveli replaces
Meghalaya with a low of 0.6%.
Country-wide, PLFS pegs the un-
employment rate at 6.1%, with the rate
lower among females than males.
Among the states, Nagaland and
Meghalaya again take the top and bot-
tom positions in both the female and
the male lists. Goa and Kerala are high
in female unemployment (respec-
tively 26.0% and 23.3%) but their re-

THESTATES*

(Unemployment rate in % for persons of all ages according to usual status

are included in the

(pst+ss) approach during 2017-18)

Highestrate Nagaland 21.4 Goa13.9 Manipur 11.6
Lowest rate Meghalaya 1.5 Chhattisgarh 3.3 | Sikkim 3.5
Female, highest | Nagaland34.4 | Goa26.0 Kerala23.3
Female,lowest | Meghalaya 1.9 MP2.1 Rajasthan 2.3
Male, highest Nagaland 18.3 Manipur 10.2 Delhi 9.4

Male, lowest Meghalaya 1.3 Sikkim 2.6 Chhattisgarh 3.3

Source: Periodic Labour Force Survey for 2017-18 via Ministry for Labour &
Employment (reply tabled in Lok Sabha)

GURMEET RAM Rahim Singh, the Dera
Sacha Sauda chief convicted of rape and
murder, has applied to the Haryana gov-
ernment for parole. Parole is a system of
releasing a prisoner with suspension of
the sentence. The release is conditional,
usually subject to behaviour, and re-
quires periodic reporting to the author-

THaHIiS WORD MEANS

Employment Ministry, in Lok Sabha

spective male unemployment rates
are three times lower (8.1% and 6.2%),
giving them overall rates of 13.9% and
11.4%. States showing the opposite
trend — female unemployment lower
than male unemployment by at least
half — include Bihar (2.8% to 7.4%,
overall 7.2%),Madhya Pradesh (2.1% to
5.3%, overall 4.5%), Rajasthan (2.3% to
6.0%, overall 5.0%) and Uttar Pradesh
(3.1% to 6.9%, overall 6.4%). Union
Territories included, Lakshadweep has
a 50.5% female unemployment rate,
while Andaman & Nicobar has 42.8%.

Source: PLFS 2017-18 via Labour &

*Excluding UTs other than Delhi

PAROLE

Release of a convict while serving his or her sentence.
Why is it granted, what are the conditions to fulfil?

ities for a set period of time. A broadly

similar but subtly different concept is
furlough, which is given in case of long-
term imprisonment. While furlough is

seen as a matter of right, to be

granted periodically irrespec-
tive of any reason and merely
to enable the prisoner to retain
family and social ties, parole is
not a matter of right and may

be denied to a prisoner even

when he makes out a sufficient case.

Parole is considered a reformative
process, and the provision (along with
furlough) was introduced with a view to
humanising the prison system. In the US
and Britain, every sentence above 18
months is eligible for parole, after com-
pletion of one-third of prison time. In
India, parole and furlough are covered
under the Prison Act of 1894. Prisoners
convicted of multiple murders or under
the Unlawful Activities Prevention Act
are not eligible for parole.

Since prison is a subject of the state,
the Prison Act of the particular state gov-

ernment defines the rules under which
parole is granted. State governments
have their own Prisoner Release on
Parole Rules. For instance, in Rajasthan,
initial parole is granted for 20 days; a
second parole is for 30 days and a third
for 40 days. Thereafter, the prisoner can
apply for permanent parole.

Parole is granted by the state execu-

tive — the jail authorities submit the re-
port to state government — and compe-
tent authority takes a final decision on

grant of parole on humanitar-
ian considerations. If parole is
rejected, the convict can move
the High Court challenging the
order of the competent author-
ity. Also, apart from regular pa-
role, the superintendent of a jail

can also grant parole up to a period of
seven days in emergent cases. For in-
stance, actor Sanjay Dutt was granted
parole on medical grounds; and Santosh
Kumar Singh, who is serving a life term
for the 1996 rape and murder of law stu-
dent Priyadarshini Mattoo, was granted
three weeks' parole to write his LLM ex-
amination. In recent times, one of the
most high-profile cases of parole
granted was that to former Pakistan
Prime Minister Nawaz Sharif — for 12
hours for his wife’s funeral.

KAUNAIN SHERIFFM

THEINDIAN EXPRESS, WEDNESDAY, JUNE 26,2019

00
@ieExplained

#ExpressExplained

WWW.INDIANEXPRESS.COM

If there are questions of current or contemporary relevance that you would like
explained, please write to explained@indianexpress.com

SIMPLY PUT

Why govt wants to bank DNA

Yet again, DNA Regulation Bill cleared for introduction in Parliament. Whose DNA will be stored, whenis it
supposed to be used for reference? What are the concerns, how is government addressing these?

AMITABH SINHA
PUNE, JUNE 25

ON MONDAY, the Cabinet cleared the DNA
Technology (Use and Application)
Regulation Bill once again, paving the way
forits reintroduction in Parliament. The Bill
had been passed by Lok Sabha in January
this year, but could not get the approval of
Rajya Sabha. As a result, it lapsed once the
tenure of the previous Lok Sabha expired
last month.

The fresh clearance by the Cabinet is the
third attempt by the government to enact
alaw toregulate the use of DNA technology
in the country. An earlier version of the Bill
had been finalised in 2015 but could not be
introduced in Parliament. The proposed law
has been in the making since at least 2003.

The purpose

The Bill seeks to create a regulatory
framework for obtaining, storing and test-
ing of DNA samples of human beings,
mainly for the purposes of criminal investi-
gations, and with the objective of establish-
ing the identity of a person. DNA testing is
already being used for a variety of purposes,
such as criminal investigations, establish-
ment of parentage, and search for missing
people. The proposed law seeks to bring in
a supervisory structure to oversee these
practices, and frame guidelines and rules so
that the DNA technology is not misused.

To achieve these objectives, the bill pro-
poses to set up two institutional structures
— a DNA regulatory board, and a DNA data
bank — at the national level. Regional cen-
tres of the board as well as the data bank
can be set up at the state level as well.

The board, which is proposed to be the
main regulatory authority, would frame the
rules and guidelines for DNA collection,
testing and storage, while the data bank
would be the repository of all DNA samples
collected from various people under spec-
ified rules.

The Bill proposes that testing of DNA

samples can be carried out only at laborato-
ries that are authorised to do so by the reg-
ulatory board. It also specifies the circum-
stances under which a person can be asked
to submit DNA samples, the purposes for
which such requests can be made, and the
exact procedure for handling, storing and
accessing these samples.

The process

According to the provisions of the pro-
posed law, police can ask for DNA samples
of the person accused of an offence to facil-
itate their investigation. But unless the of-
fenceis of a very serious nature, punishable
by death or by imprisonment for at least
seven years, the DNA sample can be ob-
tained only on the written consent of the
accused. It can be also be obtained if an au-
thorised magistrate is satisfied that a DNA
test is absolutely necessary for investiga-
tion of the crime.

People who are witness to a crime, or
want to locate their missing relatives, or in
similar other circumstances, can volunteer

Illustration: CR Sasikumar

to give their DNA samples, again through
written consent.

DNA samples can be collected from the
objects found at the crime scene, or from
the body of the accused or volunteer. The
samples, collected by an authorised tech-
nician or medical practitioner, would have
to be sent to an accredited laboratory for
tests and analysis. The information gener-
ated from these tests would have to be
mandatorily shared with the nearest DNA
data bank, which in turn, would be required
to share it with the national data bank.

Under the provisions, the data banks are
required to store the information under one
of the five indices — a crime scene index, a
suspect or undertrial index, an offenders’
index, a missing persons’ index, and an un-
known deceased persons’ index. Although
information from DNA can yield a lot of in-
formation about the person, the data banks
are supposed to store only that information
thatis necessary to establish the identity of
the person.

While the information in the crime

scene index can be stored permanently, en-
tries in other indices can be removed
through processes prescribed.

People whose DNA samples have been
collected, either from the crime scene, or
through voluntary written consent, can also
request the removal of their information
from the index. DNA samples of people who
are not suspects or undertrials cannot be
matched with already stored information
in the suspects/undertrial index or the of-
fenders’ index.

The debate

The main debate over the proposed law
has been around three issues — whether the
DNA technology is foolproof, whether the
provisions adequately address the possibil-
ity of abuse of DNA information, and
whether the privacy of the individual is pro-
tected.

DNA information can be extremely rev-
elatory. It can not only establish a person’s
identity but also reveal a lot about physical
and biological attributes of the person like
eye, hair or skin colour, susceptibility to dis-
eases, possible medical history, and possi-
ble clues to biological relatives. For years,
critics of the Bill have been claiming that
collecting and storing such intrusive infor-
mation could lead to abuse, besides being
violative of a person’s privacy.

The government, on the other hand, has
been arguing that since DNA tests are al-
ready happening, and frequently used as
the most reliable tool to establish identity,
it would be better to have regulatory safe-
guards so that it is carried out only in pre-
scribed manner and by authorised person-
nel and institutions. The text of the Bill has
undergone several changes over the years
to address some of the concerns on privacy
and the possibility of abuse. The govern-
ment has also claimed that very limited in-
formation is proposed to be stored in the
indices — just 17 sets of numbers out of bil-
lions that DNA samples can reveal. These
can tell nothing about the individual except
to act as a unique identifier, it has said.

Why BSP sees merit in splitting with SP

In failed alliance arithmetic, BSP gained more than SP, now looks at building platform for 2022 elections

LALMANIVERMA
NEW DELHI, JUNE 25

ON MONDAY, BSP chief Mayawati snapped
an unsuccessful alliance with the Samajwadi
Party, saying her party would contest future
elections on its own. Weeks earlier, she had
announced that the BSP would go soloin 11
Assembly seats that are scheduled to witness
byelections on account of the MLAs having
become MPs.

The stated reasons

Mayawati has cited a review that report-
edly found that the BSP did not gain from the
alliance as it had expected. The SP’s attitude
after the Lok Sabha elections, she said, sug-
gests that it will not be possible for the al-
liance to defeat the BJP.

Earlier this month, she had said the SP’s
core voters, the Yadavs, had drifted away
from the alliance, even in SP strongholds. The
claim is based on the fact that in five seats
where the SP fielded Yadav candidates
(Jhansi, Kannauj, Mainpuri, Badaun and
Firozabad), their vote count was less than half
the combined votes polled by the SP and BSP
candidates in 2014. In Mainpuri, SP founder
Mulayam Singh Yadav had polled 5.95 lakh
votes in 2014 and the BSP 1.42 lakh, but
Mulayam’s count dropped to 5.24 lakh in
2019 despite the alliance with the BSP.

While the BSP cites such examples, the
fact remains that the party’s votes rose in
most of the 38 seats it contested, which could
not have been possible without the votes of

many traditional SP supporters.

Eye on 2022

Beyond the stated reasons, the election
brought bigger gains to the BSP (10 of 80 seats)
than the SP(5).It has provided the BSP an op-
portunity to present itself as a viable alterna-
tive for Muslims, the SP’s other vote bank.
While Mayawati claimed Yadav votes drifted
away from the SP, she has thanked Muslims
for supporting BSP, and appointed Kunwar
Danish Ali as party leader in Lok Sabha.

Also, an alliance would have brought ad-
ditional problems in the 2022 Assembly elec-
tions. One is the question of a chief ministe-
rial candidate, with both parties aiming for
the seat, while seat-sharing could raise local
rebellion in some of the 403 seats, sources in
both parties said.

On the flip side, the BSP stares at a possi-
ble loss of credibility. It risks losing the good-
will of Yadav voters, whom it has blamed for
the alliance’s poor showing. The announce-
ment having come before the 11 Assembly
byelections, it also carries the risk of turning
a number of voters towards the BJP.

But to the BSP, which does not have the
numbers to even elect Mayawati to Rajya
Sabha, the Assembly elections offer the only
immediate route for a possible revival.

How they got together

The BSP and the SP had joined hands after
over two decades, with the aim of pooling their
votes against BJP. The footprints of both were
shrinking as the BJP had swept most of the
state’s Lok Sabha seats in 2014 and 80% of the

BSP chief Mayawati and SP chief
Akhilesh Yadav on campaign for
the 2019 LS elections. The BSP
won 10 of 80 seats, the SP just 5.
Vishal Srivastav/Express Archive

WHENTHENUMBERS DIDNOT
ADDUPASTHEY HADHOPED
Party 2014 LS 2017VS 2019LS |

SP 22%  22%  18%
BSP 20%  22%  19%
SP+BSP 42%  44%  37%
BJP 43%  40%  50%

Assembly in 2017. Their individual vote shares,
however, added up to more than the BJP’s in
2017 (44% against BJP’s 39.7%) and was frac-
tionally behind in 2014 (42% against 42.6%).

From constituency-wise data of 2017,
projected to 2019, SP and BSP leaders figured
that by pooling their votes they could defeat
the BJP in 50 Lok Sabha seats. They joined
hands in 2018, and won Lok Sabha bypolls in
Gorakhpur, Phulpur and Kairana (the last
with RLD support). But in 2019, these calcu-
lations failed to work as the BJP won 62 seats
and its ally Apna Dal (S) won two.

The earlier break-up

The SPand the BSP had contested the 1993
Assembly elections together. They polled over
29% votes and won 176 seats — the SP 109 and
the BSP 67 — against the BJP’s 33% and 177
seats. Mulayam became Chief Minister of the
SP-BSP alliance. Frequent conflict followed,
however, and on June 2, 1995, Mayawati de-
cided to withdraw support. That evening,
some SP MLAs and district-level leaders
reached the State Guest House in Lucknow,
where Mayawati was meeting her MLAs to
discuss their next step. SP MLAs and workers
surrounded the guesthouse and went on the
rampage, forcing Mayawati to lock herself into
aroom while they detained several of her
MLAs. Then BJP MLA Brahm Dutt Dwivedi,
who was present, is widely acknowledged as
having stepped in protect Mayawati against
possible physical assault. Mulayam’s govern-
ment was sacked on June 3 and that same
evening, Mayawati took oath as CM with out-
side support from the BJP and the Janata Dal.

Atomic clock, green fuel, ashes: what's aboard Falcon Heavy, what for

EXPRESS NEWS SERVICE
NEW DELHI, JUNE 25

ON TUESDAY, Elon Musk’s SpaceX launched
its Falcon Heavy spacecraft on its third mis-
sion, and the most complex one yet by the
company. Among the various reasons
which make the mission important, one is
its huge payload — 24 satellites from various
organisations, including government agen-
cies. These will be launched in three differ-
ent orbits. What are these satellites for?

B Deep Space Atomic Clock. Sent by NASA
and collaborators on one of the 24 satellites,
DSACisincredibly precise and compact,and
the size of a toaster. Accurate timekeeping is
crucial to the performance of GPS, and
atomic clocks work by observing the behav-

iour of atoms as precisely as possible. The
NASA website says DSAC is expected to be
stable to better than one microsecond per
decade (one second per 10 million years),
which would be about 50 times more accu-
rate than atomic clocks already abroad GPS
satellites. At present, satellites rely on an ex-
change of signals with Earth, where atomic
clocks calculate the time it takes for the sig-
nals to arrive. The new technology targets
aims at helping spacecraft navigate by them-
selves, relying on the new atomic clock in
space. The DSAC project will perform a year-
long demonstration in space.

B ASCENT green fuel. One of the satel-
lites will be a test spacecraft for a safer
rocket fuel. The traditional fuel used in satel-
lites is hydrazine, which is extremely toxic
to humans as well as the environment. The

Deep Space Atomic Clock, satellite for testing ASCENT green fuel, solar-powered satellite LightSail2. NASA, Planetary Society

new alternative is called ASCENT (Advanced
Spacecraft Energetic Non-toxic Propellant),
formerly called AF-M315E, which is a hy-
droxyl ammonium nitrate fuel/oxidiser
blend. First developed by the US Air Force
and now launched as part of a NASA-led col-

laboration, ASCENT is described as a fuel
with significantly reduced toxicity levels
compared to hydrazine, and potentially
shorter launch processing times, resulting
in lower costs.

M Solar-powered sail. LightSail 2 is a

crowd-funded solar sail project from the
Planetary Society. It seeks to become the
first orbiting spacecraft to be propelled
solely by sunlight. In 2005, the Planetary
Society launched the world’s first solar sail-
ing spacecraft, Cosmos 1, which was lost

due to a rocket failure. In 2015, LightSail 1
spacecraft successfully completed a test
flight. LightSail 2, which is aimed to go into
orbit, is enclosed within Prox-1, a small
satellite built by Georgia Tech students,
which is scheduled to deploy the sail on July
2, the Planetary Society website says.

M Ashes of the dead. Falcon Heavy's pay-
load includes the ashes of over 150 de-
ceased persons, one of those being astro-
naut Bill Pogue, who flew on Skylab in the
1970s and died in 2014. Among other items
aboard, the US Air Force Research
Laboratory had space weather experiments,
while the National Oceanic and
Atmospheric Administration has six small
atmospheric experimental satellites for
weather forecasting.

Source: NASA, Planetary Society, Reuters
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BECAUSE THE TRUTH

INVOLVES US ALL

EASE THE TENSION

Viral Acharya’s exit from RBI brings institution’s relations with
government into focus, issues he flagged must be discussed

HE EXIT OF Reserve Bank deputy governor, Viral Acharya, caps an unhappy se-

quence of three top central bankers moving out over the last three years —

governors Urjit Patel and Raghuram Rajan being the other two. This is arecord

of sorts and reflects their uneasy relationship with the government. What's
unfortunate is the manner of their departure. Acharya’s decision to quit six months ahead
of the completion of his three-year term may not have come as a surprise in the backdrop
of the tensions between the RBI and the government towards the fag end of last year and
culminating in the A D Shroff Memorial Lecture, where Acharya warned of the wrath of
the financial markets if governments failed to respect the independence of the central
bank. That riled the government. Acharya had also argued against easing the Prompt
Corrective Framework for weak banks in the face of requests from the government, say-
ing the first priority ought to be to limit losses and prevent further erosion of capital; he
also made the point that there was no strong case for the RBI to help the crisis-ridden
NBFCs by acting as a lender of last resort. Acharya had also opposed cutting interest rates
until the recent monetary policy review.

Central banks the world over are encountering political pressure with the prospect of
the slowdown deepening. Acharya’s resignation raises the larger issue of not just auton-
omy or the de facto independence of the RBI, but also the enabling environment for pol-
icymakers who are outsiders and with foreign credentials. It’s not as if the country’s es-
tablishment has been always hostile to the entry of technocrats and professionals going
by the experience of the mid 1970s, 80s and 90s, when an array of them led by Manmohan
Singh helped put the building blocks for a modern economy. If many of them succeeded,
it had much to do with political backing, a better understanding of the country context
or ethos and perhaps, a less dogmatic approach to tackling economic issues. The exit of
three central bankers and two senior economic policymakers including chief economic
adviser, Arvind Subramanian, is bound to reignite the debate on how welcoming is the
system of “outsiders”. At a time when the government is keen to promote lateral entry
of specialists in the bureaucracy, these resignations send out the wrong message.

Acharya himself had warned earlier of the dangers of attrition of human capital and
deterioration of the efficiency and expertise of the central bank if its governance was un-
dermined. Surely, a government which hopes to helm a $5-trillion economy over the
next few years and engage more with the world wouldn’t want to be seen as inward look-
ing or insecure about policymakers who aren’t insiders or part of the career policy es-
tablishment or who do not share a political ideology.

FAMILY FIRM

Mayawati’s choice of kin to revive BSP could be the wrong
tactic when political dynasties are on the decline

HE FAILURE OF the gathbandhan to make an impression in the general election

has prompted BSP chief Mayawati to rethink her party’s priorities in Uttar

Pradesh. Her first step was to break the alliance with the SP after accusing it of

failing to consolidate even its core caste vote. Over the weekend, she inducted
her brother, Anand Kumar, as national vice-president and nephew, Akash Anand, as national
coordinator. While it is refreshing that the BSP supremo, unlike most other leaders in the
Opposition, has been quick to accept the election verdict and move on, her decision to fall
back on family to shore up her party’s fortunes follows a predictable path that many out-
fits have taken. None of them, however, has been better off for it.

One of the takeaways of the May 23 verdict is that the electorate rejected candidates
whose primary claim to nomination was their dynastic legacy. An effective campaign
weapon that the BJP wielded against the Congress was that it had become a party of dy-
nasts and the Congress chief Rahul Gandhi’s sole claim to office was his lineage. Members
of political dynasties linked to the SP, R]D, RLD, TRS, TDP and JD(S) also lost out in the hos-
tile climate. It is a reasonable assumption that a relatively young electorate has rejected
candidates who want to ride the coat-tails of family over their own achievements.
Mayawati, however, seems to believe that the BSP cadre is immune to this trend and will
accept her choices for leadership positions, irrespective of their record. Ironically, her
confidence stems from the understanding that the BSP is essentially a political move-
ment and its ideals and goals override all other factors, including who its faces are at the
time of elections. While this is partly true, founders and supremos of similar movement-
parties have misused the trust reposed by cadres in the leadership to turn the outfits into
family fiefs. This affliction is the singular factor that has caused the decline of parties that
emerged from movements that championed social justice across the country. The BSP
too appears to face a similar prospect.

Mayawati’s attempt to entrust the BSP with her family has come at a time when her
claim to be the sole leader of the Dalits is tested by a new crop of young, militant politi-
cians. These leaders too have emerged from the crucible of agitational politics. Mayawati’s
refusal to engage with them could cost the BSP dearly.

NATURE VS NUPTIALS

A pristine Himalayan meadow stood no chance against the
might of the Big Fat NRI wedding

T WAS ALWAYS a losing battle. The tide has not turned since Hum Aapke Hain

Koun..! Even at 3,000 metres above sea-level, despite having the higher ground,

once-pristine Auli has fallen to the Big Fat (Non-Resident) Indian Wedding. After

all, what chance do the Himalayas have against Rs 200 crore? And, isn’tit the case,
as Uttarakhand Chief Minister Trivendra Singh Rawat said, that the massive five-day af-
fair — in which two scions of the Gupta family, the controversial industrialists from South
Africa were married — has put Auli on the map?

A 16-hour drive from Delhi, Auli had hitherto been visited only by a small and ded-
icated groups of adventure sports enthusiasts and those looking to be as far as possible
from the madding crowd. Rawat, who attended the wedding, also remarked that it
would help boost tourism in the region. The Uttarakhand High Court, however, was less
optimistic — it had ordered the Guptas to deposit Rs 3 crore to ensure that the effects on
the fragile ecosystem be mitigated. Quite apart from the vast amounts of plastic used as
packaging to transport various perishable and non-perishable items to the alpine
meadow, the area is ecologically fragile and the effects of such a massive event are dif-
ficult to predict. The five-day party left behind 220 quintals of waste, while the daily
garbage from the entire district is usually about 20 quintals. Incidentally, Uttarakhand
has a ban on single-use plastics.

Against the potential and actual damage to the environment in a part of the country
that is essential to maintaining the delicate balance of nature in the era of climate change,
stand the musical stylings of Badshah, performances by Katrina Kaif and Javed Akhtar
and a host of others. Against the pristine privacy, natural beauty and laws protecting it,
stood the might of consumerism at its height, of an opulent excess only vast wealth can
buy. Of course, Auli never stood a chance.

-
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WORDLY WISE
CONFRONTED BY HIMALAYAS, A MAN LOSES HIS
GRASP OF ORDINARY THINGS, PERCEIVING HIMSELF
AS IMMORTAL. — FRANK SMYTHE

Revisiting the Emergency

It is unlikely that it will return, but eternal
vigilance is the price for freedom

) N

CooMI KAPOOR

FORTY-FOUR YEARS ago, Indira Gandhi intro-
duced an internal Emergency in India. In es-
tablishing her authoritarian regime, she used
sledgehammer tactics, devoid of any finesse
or pretensions of keeping up a democratic
facade. She was guided by her spoilt and will-
ful son, Sanjay, who in turn, was advised by
men such as Bansi Lal, R K Dhawan and V C
Shukla, who were at heart bullies and believed
that everyone should do their bidding and
there was no room for such high-minded
principles as respecting dissent, the rule of law
and the freedom of thought and expression.
Bansi Lal as Chief Minister of Haryana had, in
fact, set the blueprint for an unofficial emer-
gency in his own state prior to June 26, 1975.
He ruled with despotic ruthlessness. When
the Emergency plans were being drawnupin
the countdown to June 26, Bansi Lal had fa-
mously advised Mrs Gandhi to send all the
troublesome Opposition leaders to his jails
and he would know how to set them straight.

Indira Gandhi, the daughter of Jawaharlal
Nehru, considered the fountainhead of hu-
manism, liberalism, tolerance and democratic
traditions, ignored all the principles which
her father held dear. In order to save her own
position as prime minister, following a court
case which declared her election void, she
turned India into a fascist state. Opposition
leaders were arrested and whisked away in
the dead of night to jail without any recourse
to appeal to the courts. The Press was muz-
zled, with blanket censorship imposed. Even
the speeches of the few dissenters left in
Parliament could not be reported by the me-
dia, only the summary of the proceedings au-
thorised by the Speaker. The dreaded
Maintenance of Internal Security Act (MISA)
law meant the summary arrest of tens of
thousands for an indefinite period. Many of
the MISA detainees filed habeas corpus peti-
tions under Article 226 of the Constitution
demanding that their fundamental right to
life and liberty be upheld by the court. While
most high courts accepted heir plea, the five-
member Supreme Court bench, where it was
sent in appeal, struck it down, with the ex-
ception of Justice H R Khanna. Judges, who
had once been eloquent about civil liberties

A spirited Opposition, for
example, keeps a ruling party
on its toes. Brute majorities
tend to operate unilaterally.
The depleted numbers and
the total demoralisation in
the Opposition ranks in
today’s Lok Sabha does not
augur well for a system of
checks and balances. The
ruling party instead of being
content to rest upon its
laurels has unhealthy
predatory instincts. Anti-
defection laws make it near
impossible for a legislator to
jump from one party to
another without being
disqualified, but sometimes
interpretation of laws are in
the hands of constitutional
authorities who tend to
become flexible in favour of
the ruling dispensation.
Government bodies

can be misused to target
political foes.

and humanrights, sang a different tune when
it came to the crunch.

As one who has witnessed Indira Gandhi’s
government first hand and has written a
book, The Emergency, based on those experi-
ences, [ am often posed the question: Can a
state of Emergency ever happen again? On
the face of it, it appears unlikely. After the
Emergency, the 44th amendment of the
Constitution was passed by Parliament,
which decrees that Article 19 and 21 of the
Constitution, concerning personal liberty and
protection of life, cannot be tampered by
Parliament. Information minister V C Shukla
could control the dissemination of news in
1975 with ease. There were, after all, only a
few thousand publications and a solitary
state-controlled television channel,
Doordarshan. Foreign publications were cen-
sored or prohibited. In the 21st century, with
the huge flood of messages on the social me-
dia apart from a constantly proliferating me-
dia, a news blackout is simply not possible.
And yet some sceptics still voice fears that the
country may be heading towards an
Emergency-like situation.

Authoritarianism does not necessarily
come about like Indira Gandhi’s Emergency
in one fell swoop. Dictatorships sometimes
creep in slowly and insidiously without any
official declaration. The health of ademocracy
isjudged by several parameters. The most ba-
sic being whether free and fair elections are
held and the people’s choice gets to rule. On
this score, India ranks high, the carping about
the EVMs smacks of sour grapes. Prime
Minister Narendra Modi has won a huge man-
date and clearly has the people’s confidence.

But there are other hallmarks of a healthy
democracy which should not be forgotten. A
spirited Opposition, for example, keepsarul-
ing party on its toes. Brute majorities tend to
operate unilaterally. The depleted numbers
and the total demoralisation in the
Opposition ranks in today’s Lok Sabha does
not augur well for a system of checks and bal-
ances. The ruling party, instead of being con-
tent to rest upon its laurels, has unhealthy
predatory instincts. Anti-defection laws make
itnearimpossible for a legislator to jump from

one party to another without being disqual-
ified, but sometimes the interpretation of
laws is in the hands of constitutional author-
ities who tend to become flexible in favour of
the ruling dispensation. Government bodies
can be misused to target political foes.

The makers of our Constitution envisaged
India as a parliamentary democracy on the
lines of Great Britain. Under Prime Minister
Modi, increasingly, the government has acqu-
ired the traits of a presidential form of govern-
ment, which may not necessarily be a bad
thing. The recent poll was very much a presid-
ential contest with the voters electing Modi
as PM and unconcerned with individual MPs.
Today Modi wields power unmatched by any
previous PM, other than Indira Gandhi. If Ind-
ira Gandhi was called the only man in a cabi-
net of women, similarly, no one doubts that
Modi, along with his deputy Amit Shah, takes
allmajor decisions. Ministerial appointments
are often window-dressing, selections made
for considerations of political strategy and loy-
alty, not concern for suitability for the post. As
in Indira Gandhi’s time, the PMO is the nerve
centre of the government, nothing can be
done without its endorsement. Modi’s office
is burgeoning with highly motivated and dri-
ven officials and technocrats, who are entru-
sted with working out the blueprints for min-
istries and supervising the implementation.

On the question of media freedom, those
who grumble about lack of access to the PM
and denial of information, are often the same
ones who expect special privileges and the
presence of government representatives at
their functions. Itis a PM’s prerogative to de-
cide who he speaks to and who he does not,
but arm-twisting the media is another mat-
ter. And when the sources of governmentin-
formation are not available, transparency be-
comes a casualty. For a vibrant democracy;,
transparency is an important requisite. India
today may not yet be heading for an
Emergency, as some doomsday sayers pre-
dict, but it is always good to remember that
eternal vigilance is the price for freedom.

The writer is consulting editor,
The Indian Express
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''HE FOREIGN HAND

How the international Press stood by Indian democracy during Emergency

ARUN ANAND

THE ROLE OF the Indian press during the
Emergency,imposed at midnight on June 25-
26, 1975, by then Prime Minister Indira
Gandhi, has been discussed in detail. But the
little-known fact is the foreign press played
an important role by highlighting how
democracy was getting throttled by Indira
Gandhi, her son Sanjay and the Congress.

Initially, on the night of June 25-26, most of
the foreign press members in Delhi thought
martial law had beenimposed. The result was
that Jonathan Dimbleby of the Sunday Times
took the first plane out of Delhi and landed in
Addis Ababa to file his despatch about the rap-
idly developing situation in India.

The first foreign casualty was the corre-
spondent from The Washington Post, who was
expelled from India four days after Emergency
was imposed. The correspondents from The
Times (London), Daily Telegraph, Newsweek
and Far Eastern Economic Review had to leave
the country within the next few days as they
refused to adhere to “Press Censorship
Guidelines” and the diktats issued by the
Information and Broadcasting ministry,
headed by Vidya Charan Shukla. The BBCalso
had to shut down its office in August, 1975,
due to the lack of freedom to report. Some
Indian representatives of the foreign media
organisations suffered even worse. Not only
were their accreditations were cancelled, one
of them, KR Sunder Rajan, was detained un-
der the draconian Maintenance of Internal
Security Act (MISA).

The foreign correspondents were treated
roughly by the government and many of

Initially, on the night of June
25-26, most of the foreign
press members in Delhi
thought martial law had
been imposed. The result
was that Jonathan Dimbleby
of the Sunday Times took
the first plane out of Delhi
and landed in Addis Ababa
to file his despatch about the
rapidly developing situation
in India after the
proclamation of Emergency
had been made.

them had toleave India. An article, published
on July 31, 1976, in The Guardian titled ‘A
rough Passage from India’ begins with an ed-
itorial note: “A month ago Christopher
Sweeney went to New Delhi on behalf of the
‘The Guardian’ and ‘The Economist’. This
week he was obliged to leave under the
threat to his physical safety. Here he details
his treatment by the Indian authorities.”
Sweeney gave an account of his experi-
ence: “...[ came under obvious suspicion
within days of my arrival in the country
(India)... After arranging meetings by tele-
phone, odd characters would turn up to ob-
serve who [ was seeing each morning, others
would be waiting in red settees in the entrance
of the Delphi Hotel. People I spoke to openly
would be later stopped and questioned. At
least twice my hotel room was broken into
and searched...” Sweeney further recounted:
“When I complained of the continued harass-
ment by Government agents and asked Mr
Haksar (AN D Hakasar was the chief govern-
ment spokesperson) to explain why it had
been necessary to organise breakings to my
hotel rooms, he replied that unless I left the
country,as soon as possible, there would be a
‘further prospect of physical inconvenience’.”
Despite such hostility, the foreign press
continued to send despatches that high-
lighted two important things — the commu-
nists’ support to the Emergency and the stel-
lar role played by the Rashtriya
Swayamsevak Sangh (RSS) and its ideologi-
cal offshoot in politics, Bharatiya Jana Sangh.
InJanuary, 1976, The Economist published an

article titled ‘Yes, there is an underground’.
The article mentions, “The shock troops of
the movement largely come from Jana Sangh
and its ideological affiliate, the RSS, which
claim a combined membership of 10 million
(of whom 80,000, including 6000 full-time
party workers, are in prison).”

Highlighting the pro-government role
played by the communists, The Guardian
wrote in August 1976 inan article titled “The
Empress Reigns Supreme”: “...Pro-CPI
(Communist Party of India) journals in India
are being given some latitude by the censors
because the party is in favour of even
stronger measures to suppress the non-com-
munist opposition.” The same article also
highlights how the Indian government was
pressurising King Birendra of Nepal to hand
over some of the RSS members who were
running the underground movement against
the Emergency from Nepal. The article, quot-
ing a source close to the Nepalese embassy in
India said, “...Kathmandu will never hand
over to the Indian government members of
the Rashtriya Swayamsevak Sangh (RSS)...
banned by the Gandhi regime shortly after
the promulgation of Emergency.”

Itis clear that the saga of struggle against
Emergency would never be complete with-
out recognising the role of foreign press dur-
ing that era. The country will remain in-
debted to them for their contribution
towards saving Indian democracy.

The writeris CEO of Indraprastha Vishwa
Samvad Kendra. Views are personal
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ARMY Vs CISF

AT LEAST 22 persons were killed and nearly
100 injured in a pitched battle between the
army and the Central Industrial Security
Force (CISF) personnel at Bokaro in the early
hours of this morning, according to reports
received in Patna. The condition of 17 of the
injured persons is stated to be serious.
Curfew has been clamped over the CISF area,
necessitating the closure of the head offices
of the Bokaro steel plant and Hindustan Steel
Construction Ltd. The trouble began at 3 am
when the army personnel swung into action
to disarm the CISF and take over the armoury
and the CISF personnel resisted it. The gun-
battle lasted three-and-a-half hours. The CISF

personnel reportedly surrendered only after
the army blew up the armoury from which
they were drawing arms and ammunition

KARNATAKA CONGRESS

SIDDARAMA REDDY, MP and vice-president
of the dissolved KFCC (I) was unanimously
elected president of the newly formed
“Karnataka Congress” in Bangalore. The chief
minister, Devaraj Urs, who had earlier an-
nounced his resignation from the post of the
PCC (I), himself proposed Reddy’s name at
the specially convened general body meeting
of the erstwhile KPCC (I). While some mem-
bers wanted Urs to continue as president of
the new party, Urs appealed to them not to

press him on this issue.

BENGAL BORDER SEALED
THE BORDER BETWEEN Nadia district in
West Bengal and Bangladesh has been virtu-
ally sealed to prevent movement of people
across the border. The BSF stationed along
the border have been reinforced by an ad-
ditional four companies. This step followed
the complaint by Bangladesh that about
25,000 people had migrated to Kushtia dis-
trict from riot-torn Nadia. Atiquzaaman
Khan, Bangladesh deputy high commis-
sioner, called on Chief Minister Jyoti Basu,
and formally placed Bangladesh’s complaint
before him.
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Slippery slopes of democracy

People’s demand for a strong leader feeds into
the BJP’s majoritarian politics perfectly

SUHAS PALSHIKAR

ANALYSES OF THE factors that contributed
to the handsome victory of the BJP in the
2019 elections will continue to compete for
attention and popular as well as scholarly ac-
ceptance. The political spectrum, however,
appears to be hopelessly divided and obliv-
ious to reality. If proponents of Narendra
Modi have been reading in the BJP’s electoral
success the role of governance, foreign policy,
anti-terror aggression and, as a footnote, the
many welfare programmes implemented by
the Modi government, the anti-BJP forces
continue to sulk in the argument that this
victory hinged on an almost fraudulent ex-
ercise of money power and the consequent
use of image projection.

What both sides refuse to publicly ac-
knowledge is the extraordinary coincidence
of the demand side of political culture and
the supply side of the BJP’s politics almost
matching each other neatly — and feeding
on each other. The continued dominance of
the Modi-led BJP, and the rise of a new ma-
joritarian grammar of politics, needs to be
understood in the context of two distinct but
not-so-curiously linked characteristics of
what [ have elsewhere called the “political
culture of new India” (essay of the same title
in Niraja Gopal Jayal’s edited volume: Re-
forming India, Penguin, 2019).

Looking back at the two decades since
Congress’s decline began in 1989, one un-
mistakably comes across the intertwined
narratives of victimhood and dominance.
Collectively, and also in parts, Indian society
has chosen to construct and nurse a sense of
victimhood, of having lost the initiative, of
being left behind despite the chimera of wel-
fare and equality on the one hand and the
lures of the competitive market economy on
the other. This sense of victimhood swiftly
permeated into the inter-community arena.
Obviously, it could easily inflate the pre-ex-
isting mega narrative of Hindu victimhood.
The other narrative that was shaped almost
simultaneously was one seeking self-asser-
tion and dominance. One version of this nar-
rative revolved around the idea of “dream-
ing”. This involved the grand dream of India
becoming a global power but in the arena of
intra-societal relations, this resulted in com-
petitive assertion. Shifting away from search-
ing for soft-power assertions, this gave rise
to a politics of identity and numeric claims.

The two narratives suitably gave a fillip
to the politics of Hindu assertion and the
dream of a Hindu millennium. Through
adroit political manoeuvring, the framework
of “us and them” got popularised in the back-
drop of these narratives. This framework of
Hindus as victims, Hindus as majority and
Hindus as claimants to Indian nationhood
finds resonance with one particular under-
standing of democracy — the idea that claims
made by the majority are a natural corollary
of democracy. Over the past decade-and-a-
half, this idea of democracy has settled itself
quite comfortably in India’s collective imag-
ination of democracy (see Graph 1).

Not surprisingly, the BJP not only con-
tributed to the shaping of this majoritarian
sentiment but also articulated it politically.
Of course, the moment of the Congress’s de-
cline and the inability of the Mandal con-
stituency to consolidate politically did con-
tribute to the BJP’s success. Even in 2019, its
success can be attributed sociologically to
the supportit received among the OBCs and
Adivasis. But over the years, the proportion of
majoritarian voters among the BJP’s voters
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GRAPH 1: INA DEMOCRACY, WILL OF MAJORITY
COMMUNITY SHOULD PREVAIL; DO YOU AGREE?

60

50
40

30
20

10

0

2004 2009 2014

Source: Based on Lokniti’s National Election Studies: NES 2004,

2009,2014 and 2019

has significantly increased. From under 40
per cent of its voters in 2004 to over 50 per
cent of the BJP’s voters in 2019 can be iden-
tified as majoritarian. This has happened be-
cause the BJP’s political ideology systemati-
cally matches the demand side of political
culture. The BJP supplies a political platform
that gives shape to the sentiments of victim-
hood while also exacerbating the dreams of
dominance as far as the larger construct
called the “Hindu society” is concerned. It fa-
cilitates the mixing of images as victim (in
one’s own land) and owner (of the nation).
But the narrative of victimhood and dom-
inance also generates yet another political
mechanism. Anxieties about both material
and cultural universes and the dreams of
dominance set off a political expectation of
an authoritarian or Bonapartist leadership.
During the period when the victim-owner
syndrome was taking shape, India’s politics
was devoid of any anchor in terms of leader-
ship. Infact, post-1984, the country went on
experiencing a leadership crisis. That lacu-
nae along with the collective anxieties must
have created a craving for “leadership”. And
again, here too, the demand side of political
culture found a match in what the BJP sup-
plied since 2014: Modi. In democracies, per-
haps more than in non-democracies, there
is always an attraction for a “strong leader”.
Elections are seen as a fetter in the way of ef-
fective stewardship. In India, this sentiment
too has been on the rise since 2004-05. From
just over 30 per cent, it has reached a some-

GRAPH 2: THE COUNTRY SHOULD BE GOVERNED BY
A STRONG LEADER WHO DOES NOT HAVE TO BOTHER
ABOUT WINNING ELECTIONS. DO YOU AGREE?
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In democracies, perhaps
more than in non-
democracies, there is always
an attraction for a ‘strong
leader’. Elections are seen as a
fetter in the way of effective
stewardship. In India, this
sentiment too has been on
the rise since 2004-05. From
just over 30 per cent, it has
reached a somewhat alarming

proportion of two in every
three by 2019.

CR Sasikumar

what alarming proportion of two in every
three by 2019 (see Graph 2).

Interestingly, 40 per cent of the sample
in the 2019 study agreed with both proposi-
tions — that democracy means an assertion
of will of the majority community and that
we need a strong leader unencumbered by
elections. What complicates matters further
is the fact that though the BJP does get larger
share among this group, this social section s
fairly spread across political parties in terms
of its vote preference. This overlap and its
cross-party existence suggests that both
these emerging political cultural traits are
not only interconnected but they also repre-
sent a common challenge for conceptualis-
ing and practicing democracy. One dimen-
sion assumes that community dominance is
compatible with democracy if the numbers
favour a given community. The other as-
sumes that “popularity” of the leader is the
sole source of authority, making democracy
and popularity coterminous.

Thus, the two traits comprising the polit-
ical culture of contemporary India not only
help us partially unravel the secret of the
BJP’s second victory, they also alert us to the
difficult route being taken by India’s democ-
racy — a route where it is not easy to con-
vince many voters that majoritarianism and
overdependence on a strong leader are slip-
pery curves in the journey of democracy.

The writer is co-director, Lokniti and chief
editor, Studies in Indian Politics

VI1EwW FROM THE RIGHT

CHIMERA OF ALLIANCE

THE EDITORIALIN Organiser notes that there
were social media posts and opinion articles
on the All India Majlis-e-Ittehad-ul-
Muslimeen (AIMIM) chief Asaduddin Owaisi
being greeted with “Jai ShriRam” and “Bharat
Mata Ki Jai” during the oath-taking in
Parliament. But what was not discussed,
notes the editorial, is that Owaisi ended his
oath by raising slogans, “Jai-Bhim,” “Jai-MIM,”
“Takbeer-Allahu Akbar,” and “Jai Hind”. The
editorial points out that this was not the first
that the reincarnated avatar of the Razakars,
the AIMIM, has invoked slogans that speak of
a Muslim-Scheduled Caste alliance. It notes
that the party’s tactical alliance with Prakash
Ambedkar in Maharashtra was part of a grand
design. Its outcome, asserts the editorial, was
that the SC candidates lost while the MIM
candidate won in Aurangabad. The forging of
the alliance was not merely a result of imme-
diate electoral considerations, there were ide-
ological reasons behind it, the editorial con-
tends. It further argues that this was not the

first attempt to forge a caste-based commu-
nal alliance. “To Babasaheb Ambedkar him-
self, many Muslim clerics, including the rep-
resentative of Nizam offered not just the
alliance but also tried to convince him to con-
vert to Islam. The reply of nationalist
Ambedkar was clear and blunt. Jinnah also
tried the similar trick, but Dr BR Ambedkar
was critical of the so-called Dalit-Muslim
unity being fostered in politics today. If it is
the likes of Owaisi today, it was Jinnah then,”
the editorial argues, and points out that the
real followers of Babasaheb will always be
sceptical about such an unholy alliance. The
editorial asks a few questions: “Now you are
saying, ‘Jai-Bhim, Jai-MIM'’, in the same order.
When you have a problem with Bharat Mata,
Vande Mataram in the name of Islam, how
will the same Islam allow reverence to
Babasaheb? Babasaheb believed in
Buddhism as a thought and not just as a reli-
gion. Buddha was the greatest spiritual re-
formist for him. Will MIM consider Tathagat
Buddha of the same stature as Babasaheb
used to give, or there also Islam will become
aproblem?”

AIRCRAFT UPGRADE

AN ARTICLE IN Organiser about the AN-32 air-
craft crash demands an inquiry into the inci-
dent and calls for corrective measures. It also
asks the government to expedite the procure-

ment process for the armed forces. The arti-
cle argues that that excessive discussion in
the media, especially the negative opinions,
affects the morale of the air warriors. “We
need to wait for the inquiry to be completed...
and the effort put in by various agencies in
SAR (Search and Rescue) needs to be compli-
mented”. The article points out that the IAF
has over 100 AN-32 aircraft of which only 46
have been upgraded. The turmoil in Ukraine,
the country that produces these aircraft, is
the main reason for the delay in upgrading,
the article notes. Itadds that upgrading a large
number of aircraft is a long-drawn process
and it is a moot point whether the aircraft
need to be grounded till they are upgraded.
The article says that IAF cannot afford to keep
over 50 per cent of its workhorse aircraft on
the ground, especially when there is an op-
erational requirement of maintaining troops
and civil population in the high-altitudes of
North/Northeast India. The article points out
that the procurement process in the Ministry
of Defence (MoD) makes acquisition/upgra-
dation/modernisation a long-drawn affair.

STATES AND CENTRE

AN EDITORIAL IN Panchjanya comes out in
support of the idea of “one nation, one elec-
tion”. It argues that the government has
shown its resolve on this issue by convening
a meeting of political parties and forming a

committee to remove confusions. The edito-
rial stresses the need to make the electoral
system concise, integrated and connected. It
points out that the Lok Sabha and assembly
elections had been held simultaneously till
1967 and the Election Commission gave a
suggestion to this effect in1983. The edito-
rial says that certain political parties may
have the wrong apprehension that the idea
of “one nation, one election” could be a con-
spiracy to impose the President’s rule in the
states via the backdoor. “Political parties get
such apprehensions... because of their expe-
riences during Congress rule,” the editorial
contends. It also contends that there is
weight in the argument that national issues
can be raised effectively in regions as well if
the Lok Sabha and assembly elections are
held simultaneously. “Raising national issues
gives an opportunity to think and approve
decisions like a grand family. Local issues do
make their space. When has border security
suppressed issues of roads and schools?” the
editorial questions. Holding Lok Sabha and
assembly elections separately in Bihar and
Karnataka cost Rs 9,500 crore. If that money
had been spent on hospitals in Bihar, number
of deaths of newborns would have been
averted, the editorial says in an apparent ref-
erence to the deaths of children in Bihar due
to Acute Encephalitis Syndrome (AES).

Compiled by Lalmani Verma
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“The Tory membership will decide whether Boris Johnson reaches Downing
Street. Their judgment is not a representative one and may not be a good one,

but should be an informed one.”

— THE GUARDIAN

The savings
dilemma

Focus should be on lifting savings rate, else there
is arisk of private investments being crowded out

DHARMAKIRTI JOSHI

AND ADHISH VERMA

EMPIRICAL EVIDENCE shows that devel-
oping economies have a positive long-term
correlation between savings and growth.
In a fast-growing economy like India, in-
vestments generally outpace domestic sav-
ings, and the gap gets funded by foreign
savings. This shows up as current account
deficit. Maintaining adequate domestic
savings, therefore, is essential to sound
macroeconomic management — more so
intoday’s challenging global environment.

Unfortunately, Indians have been sav-
ing less. Worse, our rate of savings has fallen
sharply The overall savings rate (house-
holds, public sector and private sector), or
the proportion of gross domestic savings
in the GDP, plunged to 30.5 per cent in fis-
cal 2018 from a peak of 36.8 per cent in fis-
cal 2008, rising marginally in the interim. It
has been downhill since fiscal 2012. The ex-
ternal shock of the global financial crisis led
to a sharp slowdown in public savings in
fiscal 2009, with the government resorting
to fiscal stimulus. The savings rate recov-
ered marginally in the next three years,
only to lose momentum thereafter. This
could compound India’s problem of slow-
ing growth.

Understanding the granular trends in
the savings rate helps us pinpoint solutions.
The largest savers in the economy, house-
hold savings, (the government and the cor-
porate sector being the other two cate-
gories) fell from 23.1 per cent as a per cent
of the GDPin fiscal 2010 to 17.2 per centin
fiscal 2018. As aresult, its share in gross sav-
ings fell from 68.2 per cent to 56.3 per cent.
Household savings in physical form (largely
in real estate and also referred to as physi-
cal savings), declined from 15.9 per cent to
10.3 per cent. Financial savings declined
too, from 7.4 per cent to 6.6 per cent. That's
a major source of concern because house-
holds have been traditionally net suppliers
of funds to the private corporate sector as
well as the public sector. This means that
excess of household sector savings over
their investments is used to fund the sav-
ing-investment gap of the other two sec-
tors. That level of financial savings is just
about enough to finance the combined fis-
cal deficit of the Centre and the states. A
continuation of this trend will shrink the
pool of savings available to facilitate private
investments. Put another way, it could lead
toa“crowding out” of private investments.

What explains the decline in household
savings? A part of the answer lies in the
consumption trend. National accounts data
shows that over the past few years, private
consumption as a percentage of the GDP
has risen — inareversal of the trend seentill
the early 2000s. From around 65 per cent at
the beginning of 2000s, private consump-
tion as a percentage of the GDP fell to 55
per cent towards the end of that decade. It
has rebounded since then to 59.4 per cent

in fiscal 2019.

Given favourable demographics, house-
holds are becoming consumption-centric,
and their financial liabilities have been ris-
ing, as evidenced in retail credit, which, at
17 per cent annually, is the fastest-growing
loans segment in the past five years.
Pertinently, this has happened in tandem
with a moderation in household dispos-
able incomes. This fall in household savings
rate is also corroborated by a sharp fall in
household saving elasticity (the propor-
tional change in savings to a change in in-
come) since the beginning of this decade.

So what are the reasons for the fall in
the household savings rate? Franco
Modigliani’s life cycle hypothesis says a
youthful population typically tends to con-
sume more than they earn. Individuals seek
to smoothen their consumption over the
course of a lifetime — borrowing in times of
low-income (initial working years) and
saving during periods of higher income. In
India, about 70 per cent of the working age
population falls in the 20-40 years category.
On the other hand, savings of government
corporations (departmental and non-de-
partmental enterprises) are largely offset
by government dis-saving (asit runs arev-
enue deficit), which keeps the overall pub-
lic savings rate low.

But the private corporate sector savings
bucked this trend, surging to 11.6 per cent
of the GDP in fiscal 2018 from 7.4 per cent
about a decade ago. Part of this is the result
of a change in the base year to 2011-12,
which led to physical assets of quasi-cor-
porations being excluded from households
and included in private corporations. So
while private corporate savings surged,
household savings declined commensu-
rately. Yet, the rise in private corporate sav-
ings is in line with evolving global trends
in savings after the global financial crisis.
According to research, “Whereas in the
early 1980s most of global investment was
funded by household saving, nowadays
nearly two-thirds of global investment is
funded by corporate saving.”

In India too, rising corporate savings
could be channeled for financing private
corporate investment when the opportu-
nity arises. Beyond these domestic sources,
an increase in private sector investment
will need to be financed by foreign savings,
which carries its own set of risks beyond
a point. It is noteworthy that the expan-
sion of the Indian economy before the
global financial crisis coincided with a sig-
nificant lift in both savings and invest-
ments. With the election-related uncer-
tainty behind us, a softer monetary policy
stance, and the government’s resolve to
push growth up, investments are likely to
increase in the future. But if savings do not
rise commensurately, India’s current ac-
count deficit could come under stress.
Clearly, it’s time to reignite the virtuous cy-
cle of high savings, investment, and
growth so that the country returns to the
high-growth trajectory of the past. Pushing
up household financial savings would re-
quire greater efforts towards financial in-
clusion, and possibly, incentives for saving.
These must be complemented by produc-
tivity-enhancing reforms that encourage
private sector investments.

Joshi is chief economist, and Verma is
senior economist at CRISIL

LETTER TO THE EDITOR

END THE IMPASSE

THIS REFERS TO the editorial, ‘Time to
talk’ (IE, June 25). The persistence of the
Kashmir problem is not surprising.
Some leaders of the BJP seem to be vy-
ing with each other in order to be seen
as more patrioticand nationalist. Now
asa section of militants is ready to come
on board to discuss the problem, and
more importantly the state’s governor
has also support talks, the government
must reciprocate.

Tarsem Singh, Mahilpur

MILIEU MATTERS

THIS REFERS TO the editorial, ‘Power
play’ (IE, June 25). I disagree with the

LETTER OF THE
WEEK AWARD

To encourage quality reader
intervention, The Indian
Express offers the Letter of
the Week award. The letter
adjudged the best for the
week is published every
Saturday. Letters may be
e-mailed to
editpage@expressindia.com
or sent to The Indian
Express, B-1/B, Sector 10,
Noida-UP 201301.

ways held a sway over the energy sec-
tor. When the administered price
mechanism was annulled, it was be-
lieved that the oil marketing companies
shall be free to decide the pricing and
private and public sector shall be pro-
vided level-playing field. However, this
has not happened till date.

Deepak Singhal, Noida

contention that a national distribution I;ng; (V)\glt'i:is:hgslil;ll
company shall bring a paradigm shift dd dph p b

in the power sector. The chronic issues address and phone nUMbeEr.
plaguing the state discoms such as in- THE WINNER RECEIVES
adequate tariff hikes, high technical and SELECT EXPRESS
commercial losses could well be ultra PUBLICATIONS

vires for the new agency. Second, it

would be wrong to assume that it shall -
promote competition and benefit the

end consumer. The governmenthasal-  "T\W(O TO TANGO

THIS REFERS TO the article, ‘Nurturing
afriendship’ (IE, June 25).The visit of US
Secretary of State Michael R Pompeo
comes at a time when India-US rela-
tions are going through a rocky phase.
The US must acknowledge India as an
important trade partner and New Delhi
must reciprocate.

Pranay K Shome, Kolkata
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Lynching redux
In Jharkhand, another instance of mob

mentality combining with a communal motive

he death of a 24-year-old man in Jharkhand days
Tafter he was brutally beaten by a mob is a sordid

reminder that the disturbing phenomenon of
lynching is not going away any time soon. The assault
on Tabrez Ansari also followed a recognisable pattern.
The victim was Muslim and came under the suspicion
of a mob, which chose to mete out vigilante justice, and
someone in the crowd recorded trophy footage. This
one was not motivated by cow vigilantism or suspicion
of transporting cattle for slaughter or possessing beef.
Yet, the communal angle was on display, with the
crowd forcing him to shout ‘Jai Sri Ram’ and Jai Hanu-
man’, confirming that vigilante justice and mob lynch
mentality are invariably accompanied by a sectarian
motive in the present context. Following a public out-
cry, some of the villagers allegedly involved were arrest-
ed on suspicion of murder. However, the conduct of the
police typifies the official apathy and tacit acceptance
of mob justice as a way of life in some parts of the coun-
try. Ansari was tied to a tree and beaten for hours be-
fore they came to his aid. They merely took him into
custody based on a complaint of theft, and neither re-
corded his injuries nor mentioned in the FIR that he
was assaulted. It was only after his condition worsened
in jail that he was taken to hospital, where he died.

It is distressing that lynching, as a consequence of vi-
gilantism, communal bigotry and the dissemination of
hate messages and rumours on social media, has ac-
quired the status of a preponderant social trend. The
Supreme Court noted this when it observed in a judg-
ment last year that “rising intolerance and growing po-
larisation expressed through [a] spate of incidents of
mob violence cannot be permitted to become the nor-
mal way of life or the normal state of law and order”. It
directed States to take specific preventive, punitive and
remedial measures. It mooted a special law to deal with
lynching and the appointment of a nodal officer in each
district to combat the threat. While these measures are
not yet in place, the latest incident must be thoroughly
investigated and the perpetrators brought to book. Ho-
wever, the larger issue has to be faced squarely by the
political leadership. Organised vigilantism by cow pro-
tection groups was initially behind a wave of lynchings;
rumour-mongering through social media platforms
came next. The Ansari incident shows that the problem
has transmogrified into a sinister form of enforcing the
chanting of Hindu slogans by citizens professing other
religions. It may well be that the unseemly political use
of the religious chant of ‘Jai Shri Ram’ in Parliament by
some ruling party members to heckle those in the Op-
position ranks is finding its echo on the streets.

A city gone dry

The water crisis in Chennai needs
holistic and widely resonant solutions

hennai’s aspirations to grow into a global eco-
nomic hub appear considerably weakened as it

struggles to find water. The shadow of drought
from 2018 has stretched into the torrid summer this
year, evaporating not just the city’s reservoirs, but the
prosperity of its residents who are forced to hunt for
tankers, pay bribes and spend hours even at night wait-
ing for trucks to dispense some water. Ironically, Tamil
Nadu’s capital, which in a normal year gets anything
between 1,300 mm and 1,400 mm of rainfall, has been
laid low by the indifference of successive governments.
That residents are now given minimum piped water
and meagre tanker supplies totalling a third of the in-
stalled capacity of 1,494 million litres a day, that too
mainly from desalination plants, faraway lakes and
farm wells, is proof of the neglect of water governance.
Yet, even searching questions posed by the Madras
High Court to the ATADMK government have elicited
only vague assurances on meeting basic requirements
and restoring 210 waterbodies to augment future stor-
age, rather than a firm timeline. Chief Minister Edappa-
di K. Palaniswami was wrong to dismiss reports on wa-
ter scarcity as “an exaggeration”, and he must end this
business-as-usual approach. A time-bound plan is need-
ed to augment the resources in the Greater Chennai re-
gion encompassing the neighbouring districts of Thiru-
vallur and Kancheepuram. This plan should be tasked
to a Special Officer, to be framed by officials in consulta-
tion with credentialed experts in research and acade-
mia, and public comments invited before it is finalised.
Given the large base of tanks and reservoirs in Grea-
ter Chennai — over 4,000 waterbodies of significance —
prudent rainfall management can help it through with-
ering summers and weak monsoons. A white paper
with a full assessment of these wetlands and their stor-
age potential should be a priority for the State’s Sustain-
able Water Security Mission. Deepening storage in the
four major reservoirs must get priority. Such a project
must quantify the increase in storage and set an early
deadline of a year. These measures can harvest the bulk
of the rain in a good year, and prove superior to the fire-
fighting approach of installing expensive desalination
plants and bringing small quantities by rail from anoth-
er district. Tamil Nadu made rainwater harvesting man-
datory quite early, but failed to follow it up with an in-
stitutional mechanism to help citizens implement it.
The government should give monetary incentives to
NGOs, as NITI Aayog proposed in its Water Index re-
port, to encourage them to install systems and show
quantifiable recharge outcomes. On the consumer side,
devices and practices to reduce wastage should be pro-
moted, especially on commercial premises. Droughts
are bottlenecks for profit, and several actors have deve-
loped a vested interest in transferring water to the city
at high cost. Long-term solutions can end this cycle.

The tuture of parliamentary democracy

When any individual eclipses his party in a parliamentary election, it is uncharted terrain for the system

M.K. NARAYANAN

eeks after the nation gave
a decisive mandate to
Prime Minister Narendra

Modi and the Bharatiya Janata Par-
ty (BJP)-led National Democratic
Alliance (NDA), political analysts
are yet to come up with plausible
reasons for what happened. No
one had forecast this kind of ma-
jority, though there are many who
now claim they saw it coming.

The magnitude of victory

The figures say it all. First and fore-
most, in 2019 the NDA eclipsed its
performance of 2014. It secured
352 seats, while the Congress-led
alliance came next with 91 seats.
The BJP tally of seats was 303
while the Congress secured 52. Re-
gional parties such as the Dravida
Munnetra Kazhagam, All India Tri-
namool Congress, YSR Congress
Party, Shiv Sena, Janata Dal (Unit-
ed), Biju Janata Dal and Bahujan
Samaj Party each secured 10-23
seats, demonstrating the over-
whelming nature of the Modi vic-
tory. In 224 of the 303 seats it won,
the BJP vote share exceeded 50%,
compared to 136 in 2014. The BJP
retained over 81% of the seats it
had won previously.

With regard to voting percen-
tages, the BJP vote share this time
was around 37.4%, while that of
the Congress was 19.5%. Analysing
the results on the basis of seats
won and voting percentages con-
veys an impression that the BJP
had enlarged its reach not only in
Gujarat, but also in Rajasthan and
Madhya Pradesh (which only a few
months earlier had dealt the BJP a
resounding defeat in the Assembly
elections). The reality may, howev-
er, be different. What is more true,
perhaps, is that the BJP’s vote
share among the Scheduled Castes

and Scheduled Tribes appears to
have gone up. Also interesting is
an analysis that first-time voters
and younger sections among the
electorate revealed a clear prefe-
rence for the BJP.

Mundane statistics still do not
explain the scale of victory. Va-
rious theories have been floated,
viz. that India was entering a new
epoch in which Mandir-Mandal
politics had no place; caste and
subaltern politics had receded into
the background; and we are seeing
anew India. These are mere facile
arguments being put forward to
explain an unprecedented victory
which no one saw coming. Certain
strategists meanwhile have specu-
lated that the “victory” could be
attributed to: the adoption of a
new revolutionary approach to
‘data-driven’ communications; the
utilisation of ‘influence politics’;
and the employment of new ‘so-
cial media tactics’, which had the
potential to change the behaviour
of the electorate. This again makes
for good copy, but the truth of
what led to such a massive victory
for the BJP still eludes everyone.

Without issues

What, perhaps, is nearer the truth
is that ‘issues’ as such had little re-
sonance in the just concluded
elections. The Opposition concen-
trated its attack on the weakening
economy, but it is conventional
wisdom that the true state of the
economy or the lack of jobs is of-
ten irrelevant to voters when other
matters of greater significance in-
trude. The Prime Minister, know-
ingly or unknowingly, never en-
tered into a debate on the
economic aspects, thus denying
the Opposition a platform. The
Opposition also had little occasion
to bring up the Mandir issue, since
the BJP never projected it as a ma-
jor election card this time. Mandal
politics has long since lost its edge,
as the benefits to be derived from
it have since become part and par-
cel of the political philosophy of
every party in the country. The
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Opposition, hence, had little am-
munition to deploy against the rul-
ing dispensation.

For its part, the BJP (as also
some analysts) has argued that it
was people-friendly policies such
as the cooking gas subsidy, the Atal
Pension Yojana, and the Ujjwala
scheme that had created a wave in
their favour. This again is more il-
lusory than real.

This election was one of a kind,
in which issues did not matter.
This may seem like an ‘anomaly’,
but in much the same manner as
‘anomalies’ during revolutions in
science led to new paradigms, the
Opposition failed to recognise the
change that had taken place this
time. This, together with the unpa-
ralleled polarisation and a Hindu
consolidation, meant that the Op-
position had probably lost the
election even before the majority
of the electorate had got to the
polling booths.

It is hardly surprising in these
circumstances that the grand Op-
position alliance proved to be a
damp squib, and not only because
of their internal squabbles.
Whether in Uttar Pradesh or
across other States, the Mahagath-
bandhan was doomed from its in-
ception. The electorate could not
quite understand what the Maha-
gathbandhan was opposing. This
was an extraordinary situation,
the like of which has not been seen
previously.

The ruling dispensation was,
perhaps, as clueless as the Opposi-
tion about the changes taking
place. Bereft of any grand strategy,

The state of Indian prisons

The National Crime Records Bureau must be more prompt and open in releasing data

MRINAL SHARMA

there is a jail break, a prison

riot or when the lawyers of
high-profile businessmen or eco-
nomic evaders fight against their
extradition to India. And in the
midst of the election process this
year, the release of the data-driven
report, the Prison Statistics India
2016, published by the National
Crime Records Bureau (NCRB) in
April went largely unnoticed.

This edition of the report is dif-
ferent from its earlier versions on
account of its omission of certain
key demographic data. Despite
these gaps, the report raises a
number of red flags signalling the
rot in India’s prison system. But
before we go forward, a simple
question needs to be asked. Who
are our prisoners?

The report tells us that at the
end of 2016, there were 4,33,033
people in prison; of them 68%
were undertrials, or people who
have yet to be found guilty of the
crimes they are accused of. India’s
under-trial population remains
among the highest in the world

Indian prisons make news when

and more than half of all under-
trials were detained for less than
six months in 2016. This suggests
that the high proportion of under-
trials in the overall prison popula-
tion may be the result of unneces-
sary arrests and ineffective legal
aid during remand hearings.

No demographic details

The most significant shortcoming
of the report lies in the NCRB’s fai-
lure to include demographic de-
tails of religion and the Scheduled
Caste and Scheduled Tribe status
of prisoners, which are crucial to
understanding India’s prison pop-
ulation. This information was con-
sistently published for the last 20
years and instrumental in reveal-
ing the problematic overrepresen-
tation of Muslims, Dalits and Adi-
vasis among under-trials in
prisons.

The report of 2015, for instance,
said that Muslims, Dalits and Adi-
vasis accounted for 55% of the un-
der-trial population even though
they made up only 50% of the con-
vict population and 38% of the to-
tal Indian population.

Another disturbing point is the
rise in the number of people held
under administrative (or ‘preven-
tion’) detention laws in Jammu
and Kashmir (a 300% increase),
with 431 detainees in 2016, com-
pared to 90 in 2015. Administra-
tive, or ‘preventive’, detention is
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used by authorities in J&K and oth-
er States to unfairly detain persons
without charge or trial and cir-
cumvent regular criminal justice
procedures.

Data on prisoner release

But a new and important addition
to the report is the number of pri-
soners eligible to be released and
actually released, under Section
436A of the Code of Criminal Pro-
cedure, which allows undertrials
to be released on a personal bond
if they have undergone half of the
maximum term of imprisonment
they would have faced if convict-
ed. In 2016, out of 1,557 under-
trials found eligible for release un-
der Section 436A, only 929 were
released. Research by Amnesty In-
dia has found that prison officials
are frequently unaware of this sec-
tion and unwilling to apply it.

In 2017, the Law Commission of
India had recommended that un-
dertrials who have completed a
third of their maximum sentence

by default it took a leaf from the
strategy of the most consummate
politician in the ranks of the BJP,
L.K. Advani, viz. whipping up na-
tionalist fervour and passions, and
employing high decibel rhetoric
towards this end, not excluding
the demonisation of Pakistan. This
created an atmosphere in which
the BJP stood for patriotism, one
by which the Opposition could be
branded as anti-national if they
contested the arguments put for-
ward by the ruling party. Pulwama
and Balakot were critical to the
success of this strategy and the BJP
employed both to the hilt. Vast
segments, especially in the north-
ern belt of the country, were
swayed by this type of propagan-
da, and there was hardly any re-
quirement for the BJP faithful to
spread this message.

Policy orientation of this nature
required a towering symbol and
voice. Mr. Modi with his powerful
oratory was the quintessential per-
son for this task. He did his part
splendidly, addressing over a 100
rallies in the space of six weeks,
covering over one lakh kilometres,
in which economic issues, unem-
ployment, farmers’ distress, Man-
dal-Mandir were conspicuous by
their absence. Nationalism was the
theme, and defending the nation’s
integrity from threats of every
kind, especially terror attacks
from Pakistan, was the line of pro-
paganda. The strategy succeeded
far beyond the expectations of the
BJP. One person alone was the ar-
chitect responsible for this victory.
The 2019 verdict was, hence, a ver-
dict for Mr. Modi, and not for the
BJP.

What does the 2019 election vic-
tory of Prime Minister Modi pres-
age for parliamentary democracy?
Parliamentary democracy is the
cornerstone of the edifice sancti-
fied by the Constitution. If any part
of the edifice, and especially its
cornerstone, is affected or dimin-
ished, it could spell damage to
what we have come to believe
since 1950. The question is not

for offences attracting up to seven
years of imprisonment be released
on bail. Perhaps the NCRB should
consider including the number of
such undertrials in its upcoming
report for informing the policy on
the use of undertrial detention.
The 2016 prison statistics do not
mention the number of prison vi-
sits by official and non-official visi-
tors which typically include dis-
trict magistrates and judges, social
workers and researchers. This
number, while not as disaggregat-
ed as it should be, must neverthe-
less be used to provide some infor-
mation on independent
monitoring of prisons. This is es-
sential to uncover torture and oth-
er forms of ill-treatment, increase
transparency and balance the
power asymmetry in prisons.

Mental health concerns

The relevance of prison visits is
underlined by the number of “un-
natural” deaths in prisons, which
doubled between 2015 and 2016,
from 115 to 231. The rate of suicide
among prisoners also increased by
28%, from 77 suicides in 2015 to
102 in 2016. For context, the Na-
tional Human Rights Commission
in 2014 had stated that on average,
a person is one-and-a-half times
more likely to commit suicide in
prison than outside, which is an
indicator perhaps of the magni-
tude of mental health concerns

rhetorical, but requires a well-con-
sidered answer.

When any individual, the Prime
Minister included, eclipses his par-
ty that is notionally responsible for
victory in a parliamentary elec-
tion, then we are entering un-
charted waters, where current
rules do not apply. Across the
world, there is a wave today in fa-
vour of tall and powerful leaders —
from Donald Trump to Vladimir
Putin and Xi Jinping — but they do
not head parliamentary democra-
cies. In a parliamentary democra-
cy, the Prime Minister is clearly
the first among equals, but is not
larger or bigger than the party.

Presidential-style vote
In 2014, Mr. Modi had crested the
wave of disillusionment against
the then ruling dispensation,
which had been in office for a de-
cade. This was not, however, the
case in 2019, where incumbency
and the inability to deal with a va-
riety of issues had led to a degree
of disillusionment with the BJP.
Yet, Mr. Modi proved invincible,
and the party benefited from it.
Few among the electorate possibly
voted for the BJP; they voted for
Mr. Modi and what Mr. Modi stood
for. The reality is that the electo-
rate voted as if it were a presiden-
tial election to elect Mr. Modi.
Where does this leave parlia-
mentary democracy? If political
parties are redundant, can parlia-
mentary democracy survive? If the
current trend is maintained, it
could well mean the end of parlia-
mentary democracy. Now that the
elections are over, it might be
worthwhile to look dispassionate-
ly at the growing trend of favour-
ing ‘maximum leaders’ to the de-
triment of the parties they lead,
and to the policies and practices
the latter espouse. This does carry
risks for the future of parliamen-
tary democracy.

M.K. Narayanan is a former National
Security Adviser and a former Governor
of West Bengal

within prisons.

The NCRB has said that about
6,013 individuals with mental ill-
ness were in jail in 2016. It does
not provide information on wheth-
er these prisoners were diagnosed
with mental illness before enter-
ing prison, making it difficult to
determine whether prison condi-
tions worsened their plight.

The report states that there was
only one mental health profes-
sional for every 21,650 prisoners
in 2016, with only six States and
one Union Territory having psy-
chologists/psychiatrists. Odisha,
Uttar Pradesh and Madhya Pra-
desh, the three States with the
most prisoners with mental ill-
ness, did not have a single psychol-
ogist or psychiatrist.

All things considered, the re-
port has important information
which can be used to facilitate a
dialogue on improving prison pol-
icies. But these conversations will
be limited and the public’s right to
know about the functioning of the
criminal justice system thwarted if
critical information is delayed in-
ordinately or withheld without
credible reason. The NCRB’s appa-
rent reluctance to be prompt and
open about its prison statistics
does not bode well for the demo-
cratic discourse in India.

Mrinal Sharma is Policy Adviser, Amnesty
International India

LETTERS TO THE EDITOR Letters emailed to letters@thehindu.co.in must carry the full postal address and the full name or the name with initials.

Minimally decent life

It has been proved time and
again that mere recognition
of a right and enacting it as
a law does not translate into
necessary action on the
ground (Editorial page,
“Basic needs, basic rights”,
June 25). The basic duty of
a democratic government,
which is “of the people, by
the people, and for the
people”, is to meet the
basic needs. If this basic
duty, for which the
democratic form of
government exists, cannot
be performed without it
being reminded by means
of a law, then the very
purpose of electing that
government becomes
meaningless.

Every political party in its
election manifesto
routinely promises all these
basic needs. But once
elected, its agenda appears

to be dictated by big
businesses and political
interests. Earlier, food
security and the right to
education were enacted as
laws. But they have made
little difference. In the
absence of a real and firm
commitment to address
basic needs, mere
recognition of a need as
right and enacting it as a
law will remain on paper.
Instances such as
Muzaffarpur will keep
repeating themselves.

KOSARAJU CHANDRAMOULI,
Hyderabad

= The writer may have made
a point with some of his
arguments (Editorial page,
“Basic needs, basic rights”,
June 25), but making the
Directive Principles of State
Policy enforceable to some
extent can address the issue
in simpler ways. As a mature

democracy, people are
expected to find a way out
against all odds, as there are
also constitutional and legal
provisions in place. The
government cannot be
expected to do everything. It
only ‘helps’ people to
achieve what they want and
what they ‘need’. Being
unable to meet our needs is
perhaps a reflection of our
failures as a cooperative unit.

BITRA RAGHUVEER,
Mangalagiri, Andhra Pradesh

= There have been numerous
instances of government
apathy and neglect as far as
our basic needs and rights
are concerned, especially
when it concerns those in
the lowest strata.
Governments, State or
Central, do not feel
threatened or worried as
they seem to have developed
a system which revolves

around issues that can be
stoked at periodical intervals
and are enough to win the
confidence of the masses.
Above all is an illusory pride
in achieving global standing
in some areas which matters
more than basic rights. The
writer’s justifiable demand,
that erring governments
should be held responsible
and accountable for their
inabilities and
incompetence, will not strike
a chord as governments have
a hold over the minds of
most people.

G.B. SIVANANDAM,
Coimbatore

Defection and ethics

It is well-known that in India,
politics and opportunism go
hand in hand (Editorial, June
25). Scruples, ethics,
principles, honesty and
service to the electorate are
fast-fading political traits. N.

Chandrababu Naidu did the
same by toppling his father-
in-law, N.T. Rama Rao, while
K. Chandrashekar Rao, the
Chief Minister of Telangana,
appears determined to
decimate the Opposition.
Unfortunately, even the
Speakers in Assemblies turn
a Nelson’s eye to
constitutional mandates. In
the present case, the
Chairman of the Rajya Sabha
should have made an
attempt to curb this
unethical practice.

Finally, money, numbers,
and a warped vision to
implement a political agenda
determine the future of this
country.

BHASKARA RAO SUDDAPALLI,
Muscat, Sultanate of Oman

A water vision

Many readers (“Letters to the
Editor” column) seem to be
looking at the water crisis in

peninsular India where most
of the rivers in this part of
India are rain-fed. But
contrary to belief, the
Gangetic regions and large
parts of northern India are
facing a water crisis. The
government’s move to have a
Jal Shakti Ministry should
look at water management in
a holistic manner.

Steps to build the water
pipeline infrastructure
should also promote
safeguarding precious
freshwater. We cannot pass
the next five to 10 years
relying on the government’s
promises on environmental
protection. Citizen’s
movements need to start
picking up the leads. The
participation of every citizen
is vital.

KIRTI WADHAWAN,
Kanpur, Uttar Pradesh

MORE LETTERS ONLINE:
www.hindu.com/opinion/letters/
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The loss is not just Istanbul

Why Recep Tayyip Erdogan’s grip on Turkey is weakening

Turkish President Recep Tayyip Erdo-
gan has often said, “Whoever wins Is-
tanbul wins Turkey.” This must have
come to haunt him last Sunday when
Ekrem Imamoglu, the Opposition CHP
(Republican People’s Party) nominee,
defeated Binali Yildirim, the AKP (Jus-
tice and Development Party) candidate,
decisively in Istanbul’s mayoral elec-
tion. What must have added insult to in-
jury was the fact that Mr. Imamoglu gar-
nered close to 55% of the votes, thus
increasing his vote share by seven per-
centage points compared to the March
31 result when he had barely managed
to defeat Mr. Yildirim. Under pressure
from Mr. Erdogan and his party, the
High Election Board annulled the
March 31 election result on flimsy tech-
nical grounds. It is clear that many AKP
supporters switched to supporting Mr.
Imamoglu this time, punishing Mr. Er-

dogan and his party for their
high-handedness.
The beginning of the end?

Does this mean the beginning of the
end of Mr. Erdogan’s semi-authoritar-
ian rule in Turkey? If one accepts the
fact that the Istanbul verdict is a bell-
wether for what could happen in the
rest of the country when the national
election is held, then it is good news for
the Opposition. The verdict is very im-
portant because one-fifth of the Turkish
population lives in Istanbul and the city
contributes over 30% of the national
wealth to the country’s GDP. Moreover,
Istanbul is not alone in sending the sig-
nal that large segments of the popula-
tion are disenchanted with Mr. Erdogan
and the AKP. The second and third lar-
gest cities in the country, Ankara and 1z-
mir, also elected Opposition candidates
in the March 31 election, as did several
other urban concentrations. It is the
Anatolian heartland with its conserva-
tive and religious orientation that has
so far stood by the AKP. But even there
Mr. Erdogan’s popularity seems to be
waning.

One of the main reasons for this is
the very visible downturn in the econo-
my and the precipitate fall of the Tur-
kish currency over the past year. Some
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Wayanad’s hope

Rahul Gandhi has his task cut out in
Wayanad, which is among the poorest
performing districts in Kerala

P.K. AJITH KUMAR

cy.

On a hot afternoon in Jaipur re-
cently, the driver of the cab in
which I was travelling wanted
to know where I was from. Ker-
ala, I replied. Where in Kerala?
Wayanad, I said. He smiled: Oh
yes, Rahul Gandhi’s constituen-

REUTERS

of this is the result of Mr. Erdogan’s con-
tinuing feud with the U.S. More impor-
tant, the AKP government has grossly
mismanaged the economy by spending
unwisely on giant and prestigious pro-
jects like a new airport in Istanbul,
which is slated to be the world’s largest,
and constructing bridges and gigantic
mosques that have depleted resources
and driven the government into debts
of huge proportions. With the building
boom turning into bust and inflation
rising, the average voter has been hit
hard. This has also begun to alienate
the religiously observant bourgeoisie in
the towns and cities of interior Anatolia
who had formed the financial backbone
of the AKP and the engine of growth
during Mr. Erdogan’s long tenure first
as Prime Minister and then as
President.

Simultaneously, Mr. Erdogan has
alienated a section of his Islamist base
by constantly quarrelling with Fethul-
lah Gulen, the leader of the Gulen
movement. Following the abortive mili-
tary coup of July 2016, thousands of Gu-
len supporters, the most educated and
skilled among the religiously observant
population, are in jail and thousands of
others have been sacked from their
jobs. Several universities and schools
run by the Gulen movement have been
closed and this has affected the quality
of education in the country.

Alienating the Kurds

Mr. Erdogan’s popularity has also di-
minished because his recently cultivat-
ed ultranationalism seems to have
boomeranged. This ultranationalism
was intended to placate his allies in the
Nationalist Movement Party (MHP),
which provides the AKP government
crucial support in Parliament, but it

seems to have driven many moderates
to side with the Opposition instead.
This is particularly true of the Kurdish
population — and Istanbul with about
three million Kurds is the largest Kur-
dish city in the world — that has been
alienated by Mr. Erdogan’s stridently
anti-Kurdish rhetoric and the resur-
gence of conflict between the state and
the PKK (Kurdistan Workers’ Party). Mr.
Erdogan’s military campaign against
the Syrian Kurdish enclave has added to
Kurdish disenchantment with him.
Ankara’s ill-conceived involvement
in the Syrian civil war has cost Turkey
hugely. A massive inflow of refugees
and an expanding defence budget have
added to its economic woes. At the
same time, the Turkish government has
been engaged in a running feud with its
principal NATO ally, the U.S., over trade
issues, differences regarding the Syrian
Kurds, and the Turkish decision to buy
the S-400 anti-missile systems from
Russia. The U.S. has threatened eco-
nomic sanctions if Ankara acquires the
S-400 systems. Turkey has been defiant
on this issue, and the first S-400 deliv-
eries are scheduled for July. Experts be-
lieve that these sanctions will kick in au-
tomatically under the CAATSA
(Countering America’s Adversaries
Through Sanctions Act), a 2017 Con-
gressional law penalising any country
that has purchased military equipment
from an American foe. The continuing
spat with the U.S. threatens to negative-
ly affect the Turkish economy further,
with the lira plummeting to new lows
following the U.S.’s threats of sanctions.

Some good news

While all these factors point to a gra-
dual but certain weakening of Mr. Erdo-
gan’s hold on power, it is too early to
say that it will lead to him being unseat-
ing in the next election. Parliamentary
and presidential elections are more
than four years away and much can
happen in between to reverse the Istan-
bul verdict, especially given the way Mr.
Erdogan has concentrated power in his
hands and misused it to muzzle the me-
dia and harass opponents of all hues.
Nonetheless, the Istanbul election does
indicate that the President’s semi-auth-
oritarian rule has not been successful in
quashing the democratic spirit among
Turkey’s voters. This is good news.

Mohammed Ayoob is Senior Fellow, Center for
Global Policy, Washington, DC, and University
Distinguished Professor Emeritus of
International Relations, Michigan State
University

An indecent settlement

Johnson & Johnson's paltry settlement for faulty hip transplants is problematic

=

3
A

f.2
s
e

PRASHANT REDDY T.

There have been no mass tort cases in
India like the Acetabular Surface Re-
placement (ASR) hip implant case. In
this, Johnson & Johnson has been ac-
cused of selling its faulty ASR hip im-
plants to approximately 4,700 Indian
patients between 2004 and 2010. The
company announced a global recall of
the ASR hip implants in 2010 after doc-
tors in the U.K. and Australia reported
an extremely high failure rate for the
implant. The metal in the implant was
apparently degenerating, causing dam-
age to the bone and tissue, apart from
leaching dangerous metals like cobalt
and chromium into the blood stream of
the patient. By 2013, J&] announced a
$4 billion settlement to cover the claims
raised by 12,000 patients in the U.S.
Meanwhile, in India, individual pa-
tients filed cases against the company
before consumer courts. There was no
governmental response till 2017 when
the Drug Controller General of India
(DCGI) set up a committee of experts to
probe the matter. This committee stat-
ed that J&J, as part of its global recall,
had published advertisements in two
English language newspapers inform-
ing patients that it was effecting a recall
of the ASR hip implants and would pay
for the revision surgery of those pa-
tients who required the implant re-
placed. Apparently 1,032 Indian pa-
tients contacted the company in
response to these advertisements. And
of these patients, the company paid for
revision surgeries of 254 patients, while
another 774 patients were kept on mon-
itoring. The remaining 3,600 patients
are likely not even aware of the issues
with their hip implants because J&J did
not contact each patient individually.

The challenge before court

In 2018, an expert committee under Dr.
R.K. Arya recommended that J&] be or-
dered to pay each patient a baseline
compensation of 320 lakh and addition-
al compensation based on the age of the
patient and disability suffered by him.
When the DCGI ordered J&] to pay com-
pensation as per the formula laid down
by the expert committee, its order was
challenged before the Delhi High Court

PRASHANT NAKWE

on April 8, 2019 by J&] which argued,
and rightly so, that only courts of law
and not regulators like the DCGI could
order payment of compensation.

In May, the company struck an en-
tirely different chord, claiming that it
was willing to pay 325 lakh to patients
who had a revision surgery and ap-
proached the government’s committee,
provided that the payment was not con-
strued as an acceptance of any liability.
As per the court’s order, this settlement
offer would not affect the patient’s right
to claim further compensation subject
to the fact that any possible future
award of compensation from a court
would have to be adjusted with the 325
lakh already paid. The order records
that J&J was in effect extending this off-
er to merely 67 of the 289 patients who
had approached the ‘expert committee’
of the Central government because on-
ly these 67 patients had been “verified”
and had received revision surgeries.

Problems with the settlement

There are several problems with this
settlement. The first is that the patients
who are the most important stakehol-
ders are not party to this litigation. One
of the fundamental tenets of law is that
no order, not even one that is perceived
to be a favourable order, should be
passed by a court of law without hear-
ing the parties who are going to be im-
pacted by the order. The only way pa-
tient interests can be protected is to
invite patients to be part of the process.
This is not merely an issue of abstract
theory but one of practical implica-
tions. For instance, if there was even
one lawyer for the patients present in
court, he or she would have informed
the court that most patients have not
approached the expert committee of
the government because it was as clear
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as day that the committee did not have
any legal powers to award damages. In-
stead, most patients moved consumer
courts seeking compensation. Thus,
dealing with the claims of only the 289
who contacted the committee is point-
less. The same lawyers would have also
informed the court that as per the exp-
ert committee report, J& has know-
ledge of at least 254 patients who have
had revision surgery. Why then is J&]
prepared to pay only 67 patients who
had the revision surgery? Also, what of
the remaining 3,600 patients who have
not been informed of problems with
the implant?

The perfect smokescreen

The second problem with this payment
of 325 lakh per patient is that there is no
theory of damages supporting the pay-
ment of this amount. Normally damag-
es are split under different heads such
as loss of future earnings and solatium
for hardship — all of which will be calcu-
lated on the basis of the age of the pa-
tient. A 40-year-old patient who has a
much higher earning potential than a
60-year-old patient deserves to be com-
pensated at a higher rate. J&] needs to
explain the basis of treating all the pa-
tients equally. The expert committee
had recommended 20 lakh as a base-
line compensation to which more could
be added as per a formula it proposed.
Going by this formula, the compensa-
tion payable to these patients would de-
pend on age and disability and would
be far in excess of the ¥25 lakh pro-
posed by J&]J. The High Court needs to
guarantee some transparency in this re-
gard since there are pending cases be-
fore the consumer courts which will be
dealing with similar questions.

The third tragedy with this settle-
ment is that it provides the perfect smo-
kescreen to both J&J and the DCGI who
have so far had to deal with intense me-
dia scrutiny over their failure to take
care of patient interests. By presenting
to the media a deal that has the bless-
ings of the Delhi High Court, both J&]
and the DCGI will get away with the ap-
pearance of having taken care of pa-
tients even when it is clear that ¥25 lakh
is a pittance of a compensation. The im-
age of this settlement which costs J&J a
paltry sum of %16.75 crore will end the
public pressure on the company des-
pite no justice being done to the
patients.

Prashant Reddy T. is a Senior Resident Fellow at
Vidhi Centre for Legal Policy

JUNE 26, 1969
High yielding tapioca and sweet potato

The Central Government is expected to release nine high
yielding tapioca hybrids and three sweet potato hybrids short-
ly. These hybrids have recorded two to three times more yield
than the existing varieties. They were evolved at the Central
Tuber Crops Research Institute, Trivandrum, and their release
was recommended by a two-day workshop on tuber crops
held here [New Delhi]. The Director of the Institute, Dr. M. L.
Magoon, explained at the meeting the salient features, includ-
ing production potentials, of the tapioca and sweet potato hy-
brids. The workshop felt that early release of these new varie-
ties would bring about a major breakthrough in tuber crops
production in the country. Noting the lack of attention to the
problem of collection of valuable germ plasm of the different
tuber crops, the workshop recommended that a co-ordinating
unit be established to undertake intensive survey and collec-

The hilly district in northern

Kerala has suddenly become a
familiar name across the country thanks to the Congress
president contesting the parliamentary election from there.
And what a wise decision it turned out to be.

Ever since making its debut as a Lok Sabha constituency
in 2009, Wayanad has been one of the safest bets in Kerala
for the Congress, due largely to the unwavering support en-
joyed by the party’s ally, the Indian Union Muslim League.
The late M.I. Shanavas from the Congress had won both the
previous Lok Sabha elections from Wayanad, after losing all
the five he had contested elsewhere.

Given Mr. Gandhi’s stature and the response to his cam-
paign, he was expected to significantly improve Shanavas’s
victory margin of 20,870 in 2014. He lived up to the expecta-
tions by winning 4.31 lakh votes.

Earlier this month, Mr. Gandhi came to Wayanad to thank
the voters, ensuring it continues to stay featured in national
news.

There was a time when it hardly figured even in State

tion from different parts of the country.

A HUNDRED YEARS AGO JUNE 20, 1919.

Protest against Repression. Mr. Gandhi’s Speech.

A public meeting was held on Tuesday night [June 24] in Bom-
bay under the auspices of the Satyagraha Sabha at which reso-
lutions were passed protesting against the Rowlatt Bills and
praying the Viceroy and the Secretary of State to withdraw the
legislation. Another resolution moved by Mrs. Avanthikabai
Gokhale prayed for withdrawal of the deportation order
against Mr. Horniman in view of the fact that the reason given
by the Secretary of State in justification of the said order was
found to be not capable of being substantiated. Mr. Gandhi in
his concluding remarks said that if they could hold similar or-
derly meetings all over India the Government would have to
cancel the orders against Mr. Horniman. If the people of India
did their duty the Government would have to do their duty.

DATA POINT

Many
tongues

State-wise split

As many as nine languages have a significant number of
speakers among the tribal people in Manipur, while in Uttar
Pradesh only one language is widely spoken

In many northeastern and eastern States, at least three languages are spoken by a
significant proportion of the tribal population, while in the rest of India the effective*
number of languages is fewer. Effectiveness depends on how widely a language is
spoken in a State. By Srravya C. & Vignesh Radhakrishnan

Languages galore in the Northeast
The table lists the States where five or more languages have a
significant number of speakers among their tribal populations

State Languages effectively spoken

news. I remember having to tell someone, when I was a stu- 1. MANIPUR: 8.8 Assam Bodo, Assamese, Miri/Mishing, Karbi/Mikir, Garo

dent in Thlruvananthapurfam, ‘,Nhere exactly Wayanad was 2 NAGALAND: 6.3 Jharkhand | Santali, Hindi, Ho, Kurukh/Oraon, Mundari i

located. Most people then imagined Wayanad as a place full 3. SIKKIM: 4.7 : ————

of forests and tribal settlements. This is sadly not true any- 4. ASSAM: 4.7 Manipur [.hado' Ma\‘;' .Tar?gkﬂull'.Kab”" Paite, Himar, CONCEPTUAL
more. Wayanad continues to lag behind many districts on 5. JHARKHAND: 4.5 fangmel, vaiphet, Buki Bond vigilante
most indices. It has among the lowest per capita incomes in Nagaland | Konyak, Ao, Lotha, Angami, Chakru/Chokri g1

the State. It has poor infrastructure. It only ranks high on ® O Sikkim Nepali, Bhotia, Lepcha, Limbu, Sherpa FINANCE

tourism, which has paved the way for the mushrooming of a
large number of hotels and a real estate boom. But this has
come at a heavy cost to the environment. Wayanad is nowh-
ere near as green it used to be, nor is it as cold. There was a
time when very few shops used to sell fans. Now people
switch on air conditioners during the summer. Earlier, we
would see much heavier showers during the monsoon. Lak-
kidi, the gateway to Wayanad district, once recorded among
the highest average rainfall in the country. That has now be-

This refers to any of the large bond market investors who ag-
gressively sell government bonds in the open market as a
mark of protest against the policies adopted by the govern-
ment or the central bank of a country. The huge selling of go-
vernment bonds can cause the price of these bonds to witness
a sharp drop in price, thus leading to a significant rise in their
yields. In other words, bond investors can cause a considera-
ble rise in the borrowing rates of governments, thus exerting
significant pressure on them. While some view bond vigi-

Variations at the district level

There is high variation in the effective number of languages

spoken across districts in most States. For instance, there are
effectively five languages spoken in Sundargarh, Odisha, while

only one is effectively spoken in most other districts of the State
Ukhrul

Imphal East

come a distant memory.
What hasn’t changed is the quality of medical care, which
remains as poor as before. Even now, a seriously ill patient

lantes as harmful speculators, others see them as an essential
force disciplining governments that spend beyond their
means.

in Wayanad has to go to Kozhikode, some two and a half
hours away. During his campaign, Mr. Gandhi had talked
about setting up a new medical college. Given the Con-
gress’s poor show this election and reports about Amethi’s
disappointment with Mr. Gandhi’s performance, Wayanad

is hoping for more from its new MP. [ \ [ \
: NA 0-1.9 2-2.9

Hailakandi Manipur

Hailakandi effectively speaks
five languages, while most effectively speaks eight
others speak two languages; Ukhrul speaks one

I source: Census 2011 *To know how the effective number of languages is

4-5.9 6-7.9 >8 calculated using the Laakso and Taagepera method, see https://bit.ly/2LhyFZA

Imphal East district
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