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Boeing and its future

The recent two crashes could lead to better coordination between
regulators and thorough review of the certification processes
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he latest news about Boeing’s

I 737 Max indicates the grounded

airliner could have more defects

that may lead to it being indefinitely

grounded. Two fatal crashes have been

attributed to a flawed software con-

troller system, the MCAS (Man-

oeuvring Characteristics Aug_menta-

tion System), which is undergoing a
complete overhaul.

In addition, there may have been
faulty microprocessors that com-
pounded the MCAS issues with the
MCAS, and there may be defective wing
components that will need replace-
ment in many aircraft of the 737 class,
including the Max series.

The Allied Pilots Association is con-
sidering suing Boeing. The American
safety regulator, the Federal Aviation
Administration (FAA), may end up
reviewing its certification processes.
Other national aviation safety regulators
may either check the 737 Max indepen-
dently, or coordinate with the FAA dur-
ing the re-certification process as the
EU, Brazil and Canada are doing.

The MCAS was designed to prevent
stalling. In wind tunnel experiments,
Boeing engineers had discovered the
aircraft tended to stall when the “angle
of attack” hit a certain level. The angle
of attack is the angle made by the wing
and oncoming airflow — this varies as
the nose is pointed up or down during

flight. The MCAS was supposed to diag-
nose when the angle hit unacceptable
levels when it would activate a physical
control in the tail, pushing the tail up
and pushing the nose down.

Problems with MCAS led to the
Ethiopian Air and Lion Air crashes
where 346 people died. The MCAS is
designed to activate on the basis of data
from sensors that monitor air speed,
and angle of attack, and so on.

But it can activate on the basis of
false data from a single faulty sensor.
In both crashes, it was triggered by a
single sensor and the MCAS repeatedly
forced the nose down even though the
planes weren’t stalling. That caused
steep dives. A rejig of the software will
involve the MCAS being modified to
ensure that a single sensor cannot trig-
ger the system; it will have to be based
on data from at least two sensors.

There were other issues with the
MCAS. One was that it assumed the
pilot could take corrective action within

three seconds. This time span is based
on the FAA regulations but it may be
too short. Boeing is likely to reduce the
power of MCAS as well as to try and
obviate steep dives.

Boeing was in a hurry to get the
Max series certified and cut corners in
terms of explaining it to pilots. Pilots
trained on the earlier 737 series, which
did not have this problem, were given
training on an iPad programme rather
than a full simulator. The aircraft was
offered at a substantial discount to air-
lines, which did not insist on simulator
training for pilots.

Hence pilots did not know much
about MCAS and indeed, the two crash-
es may have occurred due to their being
unaware of the MCAS and unable to
shut it down and take manual control.
Senior pilots who have tested the sys-
tem subsequent to the crashes say that
surprised pilots may have taken too
long to cope with the emergency. This
lack of briefing and training are asking
the reasons why pilots are threatening
legal action against Boeing.

In simulator exercises after the
crash, pilots also discovered that
microprocessors failure could lead to
nosedives. Although faulty micropro-
cessors may not have been responsible
for the fatal crashes, there would have

Banking on the Union Budget

PSB privatisation is a bold idea and for a government that embraced demonetisation, it could be a cakewalk
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all industry bodies reach out to the

North Block with their agenda. For
the banking industry, this annual ritual,
typically focuses on the unlevel playing
field vis-a-vis mutual funds and the gov-
ernment savings schemes. Banks find it
difficult to bring down the interest rates
on deposits for fear of losing out to the
mutual fund schemes that offer certain
tax benefits and the high-yield govern-
ment savings schemes. Ahead of this
Budget, the government has cut the
interest rates on small savings schemes
and the market regulator’s new rule may
force corporations to move part of their
funds from mutual funds to banks.

So, what should Finance Minister
Nirmala Sitharaman do for the banking
sector? Here are a few suggestions —
not exactly unsolicited as she had asked
for them on Twitter. While keeping the
tradition of meeting the industry lobby
groups and economists alive, the
Bharatiya Janata Party-led National
Democratic Alliance (NDA) govern-
ment has started crowdsourcing inputs
for Budget since 2016. I have missed the
deadline for submission of such sug-
gestions but am still joining the crowd.

I n the run up to the Union Budget,

For quite some time, the talking
point at the cocktail circuit has been the
risk averseness of the public sector
banks (PSBs) — they don’t want to give
loans. The root of it is a fear psychosis.
The investigative agencies have been
hounding senior bankers and barring
an odd case of the CEO of a private
bank, they are particularly aggressive
when it comes to officials of the govern-
ment-owned banks.

Quite a few of them have been
arrested and many more questioned
but there has not been a single instance
of a public sector banker being prose-
cuted for mala fide decisions on giving
loans or settling the dues of a defaulter.
The fear is slowing down both lending
aswell as recovery of bad loans. It’s time
to instil confidence in these bankers
who run close to 70 per cent of the
industry. Indeed, the guilty should be
punished but just based on allegations
they should not be harassed and their
reputation sacrificed.

While bankers at the senior level
should be under strict surveillance,
they also need to be rewarded suitably.
Let’s delink the salary structure of PSB
chiefs from that of the civil servants as
their job profiles are different. And,
there should be incentives for perform-
ers. The employee stock options pro-
posals of at least two banks — State
Bank of India and Bank of Baroda —
have been gathering dust in the North
Block for years now.

A strong banking system is impera-
tive for economic growth and the bad
loan-laden PSBs cannot play a mean-
ingful role. The recent crisis in the non-
banking finance sector has intensified
the problem and many banks are star-
ing at potential fresh non-performing
assets. The traditional tool to tackle this

has been infusion of capi-
tal into these banks.
Historically, the govern-
ment has pumped in 3.5
trillion, a bulk of which
(some 3.3 trillion) has
come in since 2009.

In the past two years
alone, the government has
infused close to X 2 trillion
to keep the ailing PSBs
afloat. For the record, since
fiscal year 2016 when the
Reserve Bank of India introduced the
so-called asset quality review (AQR) to
clean up banks’ balance sheets, the
PSBs have made net losses of ¥1.78 tril-
lion. In the five years of the NDA rule,
between financial year 2015 and 2019,
the PSBs made losses in three years,
and the profits made in two years is less
than ¥35,000 crore.

The reason for the huge losses is over
9.2 trillion provisions that these banks
needed to do in these five years to take
care of their bad loans. The gross bad
loans of the PSBs that were 32.62 trillion
in 2015, jumped to 5.16 trillion the very

KARAN THAPAR

fter the Bharatiya Janata
A Party’s (BJP) phenomenal

victory and its own crushing
defeat, I've started to ask myself a
disturbing question: Is the
Opposition falling apart? I can’t
answer conclusively but I also can’t
deny there are clear signs it is. What’s
worse is that the disintegration that’s
distinctly visible is likely to get worse.

Let’s start with the big picture.
The Congress has gone into a crisis,
in UP the gathbandhan has split, in
Andhra and Telangana the
Opposition is merging with the BJP
or the TRS, in Karnataka the
Congress-JD(S) government is in
danger of collapsing and in West
Bengal, Mamata Banerjee is show-
ing undeniable signs of panic. From
the Hindi heartland to the south,
but also the east and, of course,
Delhi the cracks are spreading.
Opposition unity ended with the
elections. Now individual parties are
either paralysed or splitting.

The most dramatic is the paralysis
that’s seized the Congress after Rahul
Gandhi’s decision to resign. He insists
on going but the party persists with
the hope they can change his mind.
As a result, instead of leadership the
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Is the Opposition falling apart?

party has a vacuum at the top.

The view from the states is, at
least, as disturbing. Already Deve
Gowda has voiced his fear the
Congress-JD(S) government in
Bengaluru could fall. But there are
also gathering clouds on the horizon
in Bhopal and Jaipur. Doesn’t that
suggest things could get a lot worse
for the Congress in the weeks and
months ahead?

The picture in UP and, possibly,
Bihar is equally distressing. In the
former, the collapse of the gath-
bandhan has ensured that the forth-
coming 11 by-elections will be a four
cornered fight. That can only be
good news for Chief Minister
Adityanath who can now look for-
ward to winning all of them.
Meanwhile, the bitterness between
SP and BSP is more likely to make
them quarrel with each other than
effectively challenge the BJP.

Now there are hints of a similar
falling apart in Bihar. The Congress
leaders in the state are talking of
going their own way and deserting
the RJD. I don’t know if that will
happen but, equally, I can’t confi-
dently say it won’t.

Finally, developments in
Telangana and Andhra are hardly
reassuring. In both the states, the
Opposition party has split and either
merged with the TRS or the BJP.
Consequently, both look like one-
party states and neither has an effec-
tive Opposition.

Perhaps the only Opposition
leader who’s determination and
focus hasn’t wavered is Mamata
Banerjee. But her behaviour over the
doctors’ strike and, earlier, over the
Jai Sri Ram episode is more likely
to strengthen Modi’s BJP than her
own TMC. If she isn’t careful she

could actually end up cutting the
ground from under her feet.

future is unlikely to bring comfort.
Elections are due in a couple of
months in Maharashtra, Haryana
and Jharkhand. Hasn'’t the crisis in
the Congress ensured the BJP will
comfortably return in all three and
won’t that hammer a few more nails
into the Congress’ coffin?

worried about. Once it accepts
Rahul Gandhi’s departure, could the
party tear itself apart finding a new
leader? Already the electoral crush-
ing has sparked off serious factions
fights in Haryana, Punjab, Madhya
Pradesh, Rajasthan, Uttarakhand
and Karnataka whilst provoking
debilitating
Maharashtra and Telangana. Or if
the Congress manages to hang
together under Gandhi protection
— by asking them to function as the
power behind the throne — won’t
that render the new president a pup-
pet and the subject of derision?

ly dire. With a solitary seat and just
six per cent of the vote share, its very
unlikely the Congress can revive
quickly or easily in UP. And that’s
true of Bihar too. But the worst part
is the Congress’ presence may also
be diminishing in the south. Its
already irrelevant in Andhra and
reduced to a rump in Telangana. It’s
on the back foot in Karnataka and
only survives with DMK assistance
in Tamil Nadu. Its only credible base
is Kerala. But at this rate how long
will it be before south India turns its
back on the Congress?

see signs of hope then, I guess, you
must believe in the phoenix.

If this wasn’t bad enough, the

Infact, it’s the Congress I'm most

desertions in

It’s electoral prospects are equal-

If in these circumstances you still

A strong banking system
is imperative for
economic growth and the
bad loan-laden PSBs
cannot play a meaningful
role. The recent crisis in
the NBFC sector has led to
banks staring at potential
fresh NPAs. The
traditional tool to tackle
this has been infusion of
capital into these banks

next year following the
AQR, and %8.96 trillion
in 2018, before sliding to
%7.68 trillion in 2019.
Two PSBs now have at
least one-fourth of their
loan assets stinking; for
one of them, bad loans
are at least 20 per cent
of the loan book; and for
nine, at least 15 per cent.
The growth in interest
income is muted as
many of these banks are not able to give
fresh loans. While net losses have
zoomed in the past five years because of
bloated provision requirement, their net
interest income has risen progressively
from 1.81 trillion in 2015 to 2.3 trillion
in 2019.

Should the government continue to
own all these banks? Is consolidation
the panacea? Former finance minister
Arun Jaitley had committed to privatis-
ing the sick IDBI Bank and this has been
done. The government is no longer the
majority owner of this bank. Life
Insurance Corporation of India has
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to be physical inspections of the MCAS
hardware and failsafes must be built
into the new MCAS system which
Boeing is working on.

A new component fault has sur-
faced. A component called a leading
edge slat track that is placed on the
wings may have been defective in sev-
eral batches of 737 Max and the earlier
737 NG series. Although the company
claims this is not dangerous, these com-
ponents are being checked and
replaced, with Boeing issuing an advi-
sory for airlines using NG series (these
are not grounded). This component is
used to control the aerodynamics of the
wing surface and if these slats crack, or
prove to be faulty, there would be dam-
age to the aircraft. The FAA has asked
airlines to carry out inspections within
10 days.

The one outcome of those two
crashes is that it could lead to thorough
review of the certification processes
and better coordination between regu-
lators. It’s likely that pilots will receive
better training in future. Boeing has
suffered huge loss of reputation and
taken a beating at the stock market as
the damaging information had sur-
faced. This would also be a disincentive
for aircraft manufacturers to cut cor-
ners in future.

stepped in as the new owner. Is this pri-
vatisation? The consolidation drive
started with merging the associate
banks with the nation’s largest lender,
the State Bank of India. While that was
asort of family affair, the merger of two
PSBs with Bank of Baroda demon-
strates the seriousness of the govern-
ment’s intent. Will this solve the prob-
lem? Do we need so many PSBs? Can
all of them be merged into different
groups to form large banks?

A panel has recommended creation
of a holding company for all PSBs by
transferring the government’s stake to it
to run them efficiently and create value.
Recent media reports suggest that this
proposal has been revived. This may not
work as it’s difficult for the government
to give up its control. The best solution
is amending the Banking Act that says
the government must hold at least 51 per
cent of the paid-up capital in such banks
and privatise a few of them.

Some of the weak banks have rotten
balance sheets but they are great liability
franchises. That's a perfect match for
some of the troubled non-banking
finance companies (NBFCs) that have
been suffering from acute liquidity
problem, which is threatening to affect
their solvency. Why not auction some
of the weak banks to the highest bid-
ders? Of course, the prospective buyers
must meet the so-called fit and proper
criterion for owning and running a bank.

The government can make money
selling even weak banks as the distressed
NBFCs need robust liability-raising net-
work and the money generated can be
pumped into the not-so-weak banks to
nurse them back to health. Done this
way, the PSB recapitalisation will not
have any impact on the fiscal deficit.

This is a bold idea but for a govern-
ment that embraced demonetisation,
it could be a cakewalk.

The columnist, a consulting editor of Business
Standard, is an author and senior adviser to
Jana Small Finance Bank Ltd. His latest book,
“HDFC Bank 2.0: From Dawn to Digital” will be
released onJuly 10. Twitter: @TamalBandyo

Water politics

As the water crisis worsens in Chennai,
many are using this commodity as a
marketing tool. While brawls over a pot
of water are common now near water
tanks, it even costs around %15 a pot
when one buys from private tankers,
some of the shops have started
offering a pot of groundwater free with
a kg of dosalidli batter. "Please bring
an empty pot when you come to buy
batter," says a poster outside a store in
the city. Many families are opting to eat
from restaurants as there is no water
for cooking and washing utensils in the
house. Considering the negative public
sentiment and a possible hullabaloo
from the Dravida Munnetra Kazhagam
(DMK) in the Assembly, the ruling All
India Anna Dravida Munnetra
Kazhagam (AIADMK) has mandated that
none of its members can skip the
session. The AIADMK needs its
maximum strength in the House to face
any argument and to show each of its
members are serious about the crisis.
There were rumours of a no-confidence
motion moved by the DMK against
Speaker P Dhanapal. However, DMK
leader M K Stalin has clarified that
there'll be no such motion as the issue
has become old now.

Divided house

The Congress
party's confusion
over its
leadership
s . question has
affected its
strategy in
Parliament as

= well. Senior MPs
from the party concede they are at sea
on the position to take on important
issues. Leaders like Ghulam Nabi Azad
in the Rajya Sabha and Manish Tewari
in the Lok Sabha, have dipped into
their experience to save the party from
embarrassment on occasions. The
Congress party's lacklustre approach
has given the Trinamool Congress (TM()
the space to drive the Opposition
strategy in the two Houses. The latest
example has been the TMC pushing for
a discussion on electoral reforms. The
party reached out to other Opposition
parties, as many as 14, to get them to
convince Chairman M Venkaiah Naidu
to hold a short duration discussion.

Help but no help

The former Bharatiya Janata Party-led
government in Madhya Pradesh had
started a (M helpline, one of its flagship
programmes, with much fanfare in 2014.
But it has lost its appeal. The helpline
was meant for addressing public
grievances with a one-touch complaint
system. However, according to official
data, 0.3 million complaints lodged in
the (M helpline are pending with
various government departments. The
revenue department has the maximum
number of pending complaints —
45,000. Sources said that most of the
pending cases were registered in the last
seven months. The new Congress-led
government has shown no interest in
solving the complaints but haven't
admitted it publicly.

banks, I presume, was said in jest. Banks
are institutions holding public deposits and
should have the trust of the public.
Privatisation and reckless lending are not
the solutions.

The Reserve Bank of India has taken
appropriate steps both through its mone-
tary policy and its liquidity management
mechanisms to do the needful.

Arun Pasricha New Delhi

Let auditors do auditing

Not a viable solution

4
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This refers to “If PSBs can’t lend, they
should be privatised” (June 29). It seems
Niranjan Hiranandani’s (pictured)
panacea for lack of public sector banks
(PSBs) lending is the privatisation of
PSBs. The PSBs are not lending because
their earlier reckless lending has turned
into non-performing assets (NPASs).
These NPAs are under-capitalised and
the banks are restrained by the prompt
corrective action framework as they do
not meet the stipulated regulatory finan-
cial parameters. He says that “excessive
funds lying with banks should be dis-
bursed in the market”. Banks are in the
business of financial intermediation that
is, prudent lending, so as to give a decent
return to their depositors and pay divi-
dend to their owners. They are not soup
kitchens set up during natural disasters.
Similar problems arose in the NBFC sec-
tor because some large non-banking
financial corporations (NBFCs) got into
dire straits. There are issues for mutual

This refers to “A raw deal for auditors"
(June 28). Auditors’ report and comments
have significant value to the investors,
lenders, creditors of the business organi-
sation, the regulators, taxmen and to the
government. The frauds in banks and
other business entities point that the
authorities of those institutions exploited
the vulnerabilities and intentionally com-
mitted fraud for monetary gains.

Albeit the system of inspection and
oversight in vogue, fraud and embezzle-
ment are not uncommon. It indicates that
either the management failed to enforce
supervision or colluded with the fraudsters.
Keeping aside the auditing, if auditors go
for investigations to unearth the criminal
conspiracies, they will fail to submit the
audited financial statements and report
well within the specified time. They have a
defined objective and accordingly, they
have to audit the books of accounts and
ensure that the organisation have complied
with the norms of accounting and book-
keeping and the business policies of the

=

entity. Any violation, deviation from the
norms in force, suspicious transactions,
and loophole in the system and procedure
must find a place in the audit report. The
audit report must maintain quality. The
audited documents and reports are meant
for the regulators and the stakeholders to
enable them to take decisions on invest-

ment and other related matters.

The quitting of auditors from the audit
work of many business entities exposes
the unwillingness of the promoter or the
management to provide information,
data and clarification because of the fear
of detecting violations of norms and reg-
ulations. However, such actions have
adversely affected the investors manifold.
Failure of the auditing team in detecting
the conspiracy of the promoter or the
management doesn't mean that the audi-

tors are co-conspirators.

VSKPillai Kottayam
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funds on account of defaults. number
Mr Hiranandani should realise that

weak and beleaguered financial institu- HAMBONE

tions can’t lend like healthy institutions. -

They need time to recuperate. They need ... AND THIS 1S

comprehensive governance and opera-
tional reforms. Just by privatising the PSBs,
the problems won’t go away. What kind of
valuations would poorly capitalised insti-
tutions with high percentage of stressed
assets and outdated systems get in the mar-
ket? Aren’t some of the private banks facing
governance and ownership problems? His
argument of converting 4,000 NBFCs into
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The good and the bad

Fog over bank NPA lifts, but shadow over NBFCs lengthens

ndian banks seem to have finally got a grip on their bad debt problem.

The non-performing assets (NPA) cycle peaked in March 2018, thanks to

the relentless drive by the Reserve Bank of India (RBI) over the past four

years to make banks recognise their hidden bad assets. With most of the
stress identified, the NPA cycle has turned around with the gross NPA ratio
declining to 9.3 per cent in March 2019, and is expected to fall to 9 per cent in
March 2020, according to the RBI's Financial Stability Report, released on
Friday. Public sector banks’ (PSBs’) gross NPA ratio may decline from 12.6 per
cent in March 2019 to 12 per cent by March 2020, while private sector banks
may witness the ratio improving from 3.7 per cent to 3.2 per cent. The provision
coverage ratio (PCR) of all banks rose sharply to 60.6 per cent in March 2019
from 52.4 per cent in September 2018 and 48.3 per cent in March 2018, increasing
the resilience of the banking sector.

While the first “R” of “recognition, resolution and recovery” seems to have
been realised, the harder part remains. The good news is that the Insolvency
and Bankruptcy Code (IBC) is a strong regulation though resolution in some
cases is still stuck in courts. Under the RBT’s revised prudential framework on
stressed assets issued in June 2019, there is a disincentive for banks in delaying
to file insolvency applications. Interestingly, a systemic risk survey by the
central bank found that half the respondents agreed that the prospects of the
Indian banking sector would improve, albeit marginally, in the next one year
aided by the stabilisation of the process under the IBC. That would also improve
the confidence in the domestic financial system, according to the FSR.

However, it is important for banks to realise that they can no longer continue
doing business the old way. The FSR also points out that at least five banks
would be falling below the regulatory level of minimum capital adequacy by
next year if no additional money is infused by the government. In any case,
recapitalisation of banks can be only a temporary fix, while the permanent
solution would be to merge these weak banks into a larger entity that can be
managed better and more efficiently.

The bigger problem is the health of the non-banking financial companies
(NBFCs). The gross NPA ratio of the sector increased from 5.8 per cent in 2017-
18t0 6.6 per cent in 2018-19, while the capital adequacy ratio moderated at 19.3
per cent from 22.8 per cent in March 2018. And on top of that, some of the
NBFCs are defaulting or delaying on their payment obligations. According to
the RBI’s contagion analysis, should the largest housing finance company fail,
it can wipe out 5.8 per cent of the tier-1 capital of the banking system. The RBI
sought to brighten up the mood by saying that the sector had been brought
under greater market discipline as the better-performing companies continued
to raise funds while those with asset quality concerns were subjected to higher
borrowing costs. But that may not be enough; the regulator needs to think
about proactive steps to help prevent a contagion risk.

Reforming small savings

Interest rates should be linked to market outcomes

he government has lowered the interest rates for depositors in various

government-run small savings schemes, including the National

Savings Certificate (NSC) and Public Provident Fund, by 10 basis

points for the July-September quarter. Savings deposit rates have,
however, been maintained at 4 per cent annually. The NSC will now fetch an
annual interest rate of 79 per cent from the existing rate of 8 per cent, while the
Kisan Vikas Patra will yield 7.6 per cent with maturity of 113 months. The gov-
ernment deserves credit for this move towards rationalising the interest rate
transmission mechanism, in line with the promise in its manifesto for the 2019
general elections to “structurally lower the real cost of capital”.

The Reserve Bank of India (RBI) has now cut the headline repo rate three
times, by 25 basis points each time. Thus, the repo rate is now 5.75 per cent. But
the benefits of these cuts have not been fully passed on to borrowers. Many
banks have argued that they are seeing competitive pressures from small savings
schemes. For small savers, the schemes provide super-normal returns, thanks
to the administered interest rate regime they are under. Thus, many prefer
them to bank deposits. This means that banks cannot allow the spread between
the rates they offer depositors and the rates published for the small savings
schemes to grow too great. If the banks are thus constrained to offer higher
rates to depositors than they normally would, there is a floor under which they
will struggle to go in the rates they offer borrowers in turn — regardless of how
often or how much the central bank cuts the repo rate. This is a severe handicap
when it comes to monetary policy transmission, and it is one that has been
pointed out by the RBI often enough.

Thelatest cut in the rates available to depositors in the small savings schemes
should only be a first step. Interest rates across different segments should be
automatically set to align with market-determined rates, so as to ensure that
monetary policy transmission occurs seamlessly. The point behind small savings
schemes is to allow savers access to low-risk opportunities by depositing their
savings with the government. In other words, the rates these small savers are
offered should be in line with the yields on government bonds. Unfortunately,
political considerations frequently mean that the administered interest rates do
not reflect changes in the yields on government bonds, which are driven by
market forces. For example, the decline in yields on g-secs in the months leading
to the election was not reflected in a change in the administered interest rates.

That the cut is not enough is evident from the fact that while bonds yields
are down about 40 bps in the relevant quarter, the cut in small savings rates is
just 10 bps. The government should, as soon as possible, put in place a formula
for determining the returns on small savings schemes that directly link those
rates to the yields on government securities emerging from the secondary bond
market. This will remove political pressures from decisions and allow for smooth
and seamless monetary policy transmission.
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Lower the corporate tax rate

Small changes in taxation can kick off disproportionate responses by way of shifts in capital

A COMPARISON

ing markets or the G20 countries, on the high

taxation of corporate profit. The Indian cor-
porate tax rate was higher than the G20 median,
by about 9 or 10 percentage points, in 2001, 2005,
and 2006. After that, India’s gap has risen to 21
percentage points, as corporate taxation has
declined the world over. India gains by reducing
corporate taxation as this improves the appeal for
investing in India for local and foreign persons, it
reduces double taxation of the corporate form,
and it generates increased property and tax rev-
enues through indirect channels. This process had
begun in 2015, and needs to be featured in the
July 5 speech.

The Organisation for Economic Co-operation
and Development (OECD) runs a measurement
system which shows the total taxation of the
income of corporations. On June 27, Krishna Kant
and Sachin P Mampatta <a href="https:/www.busi-
ness-standard.com/article/economy-policy/at-48-
3-in-2018-corporate-taxes-in-india-among-high-
est-in-the-world-119062700062_1.html"> wrote
about this in Business Standard. India stands out
in two respects.

In 2018, India stood at a high rate of 48.3 per
cent. This was out of line when compared with
the median emerging market
(EM), which was at 25 per
cent, or the median G20 coun-
try (27.7 per cent).

India is also out of line in
the lack of change, over the
years. In 2000, the Indian rate
was at 48.1 per cent, which is ’ il
essentially the same as where B
we are today. But over this ‘\

period, the median EM

I ndia is unusual, when compared with emerg-

dropped rates by 5 percentage .
points and the median G20 SNAKES & I.ADDERS

is no need to additionally tax the organisational
structure adopted through which the income is
generated, whether it is a partnership or a propri-
etorship or a limited liability company. By penal-
ising the corporate form, we give incentives for
businesses to be organised in other ways, which
is inefficient for the economy. Rules demanding
substantial dividend payouts by corporations can
ensure that corporate profits show up as personal
income, where personal income tax is applied.

The second key insight is about the mobility
of capital. Taxation of capital or of financial trans-
actions works poorly because these markets are
quite mobile. In the modern world, Indian and
global holders of capital choose from a global
menu of options for investment. Small changes
in taxation can kick off disproportionate responses
by way of shifts in capital. Shifts away from India,
in the patterns of investment, are particularly
harmful for India as we require a vast amount of
investment to achieve prosperity.

This is why the right focus of tax policy in India
should be upon three elements of the economy
where flight of activity is difficult, ie
(a) the property tax,

(b) the consumption-based GST, and

(c) the residence-based personal income tax. All
other attempts at taxation are
termed ‘bad taxes’ as they
lead to large changes in
behaviour, which are not good
for the country.

The third key insight is
that the country and the gov-
ernment gain amply when an
Indian or global corporation
chooses to place operations
here in India. The prosperity
of the people of India goes up
when firms decide to operate

country dropped rates by 7.3
percentage points. This has
made India stick out, to a
greater extent, as a high-tax jurisdiction.

It is striking to see that the Indian gap, over
the G20 countries, was at its lowest values in 2001,
2005, and 2006. This was the period when a great
business cycle expansion ignited. We do not for a
moment wish to suggest that there is a mono-
causal explanation that improved tax competi-
tiveness sets off an investment boom. Many ele-
ments of policy-making went into India’s
remarkable period from 2002 to 2008. It is likely
that tax competitiveness was one of them.

Why is this an important issue? There are three
arguments in favour of low taxation of corpora-
tions. The first principles idea is that we should
focus on taxation of individuals. Let’s measure
the total income of each individual, and apply a
personal income tax on it. Once this is done, there

AJAY SHAH

here. In addition, the govern-
ment gets more tax revenue.
Corporations that rent or buy
property generate improved property tax rev-
enues. Corporations that buy labour generate
personal income tax, both at the first round effect
(corporation hires one person) and through
downstream impacts (this person buys a biscuit,
and that generates personal income in the seller
of biscuits). The Indian residents that obtain
income from the corporation will turn around and
consume, which generates GST revenues as
the GST is a consumption tax based on a destina-
tion principle.

These three ideas have generated a historic
movement, all over the world, away from high tax-
ation of corporations. The average global corporate
tax rate has steadily declined since 1980. Even in
rich countries with an expensive welfare system,
where large tax/GDP ratios are required, the focus

GapforIndia
against median
EM G20
2000 48.1 | 30.0 35.0 18.1 | 13.09
2001 439 | 30.8 35.0 13.1 8.9
2002 451 | 30.0 34.5 15.1 | 10.55
2003 L1 | 30.0 34.0 14.1 | 10.09
2004 L9 | 30.0 33.5 14,9 | 11.38
2005 43.0 | 29.0 33.5 14.0 9.46
2006 433 | 28.0 33.5 15.3 9.87
2007 452 | 21.0 33.5 18.2 | 11.73
2008 45.2 | 25.0 30.0 20.2 | 15.21
2009 452 | 25.0 29.7 20.2 | 15.52
2010 L3 | 24.2 29.7 20.1 | 14.57
2011 L34 | 242 29.8 19.2 | 13.63
2012 L34 | 24.2 29.8 19.2 | 13.61
2013 L5.2 | 25.0 29.8 20.2 | 15.38
2014 452 | 25.0 29.9 20.2 | 15.35
2015 479 | 24.2 29.9 23.7 | 18.03
2016 L7.9 | 24.0 29.9 23.9 | 18.02
2017 L7179 | 24.2 28.8 23.7 19.1
2018 48.3 | 25.0 21.7 23.3 | 20.66
Overall
change | 0.2 -5 -1.3 5.2 7.57

Source: OECD and author's calculations

is on getting the money through the three good
taxes only (the GST, the personal income tax, and
the property tax).

We should not be content with matching the
median values of emerging markets. We should be
competitive with world standards. The 25th per-
centile value among emerging markets is 20 per
cent. Thus, if India goes to a 20 per cent corporate
tax rate, we will be better than three-quarters of
emerging markets. In particular, we will be more
attractive than China, where the rate is 25 per cent.

In 2015, such an announcement was made, with
many future dates on which the announcement
would take effect. This led to a tepid response on the
part of domestic and foreign investors, and their
scepticism was proved right by the lack of follow
through. It would be efficient for the July 2019 speech
to introduce this action effective right now. This
might generate some fiscal stress in 2019 and 2020.
With a lag, the gains would kick in.

This is comparable to the thought process of
cutting customs duties, from 1991 till 2003, where
tax officials steadily protested the loss of tax rev-
enue, but this was amply compensated by the
economic dynamism that came from removing
protectionism.

Thewriter is a professor at National Institute of Public
Finance and Policy, New Delhi

Rethinking circular economy

at plastic waste being recycled. This was after

I went to see how plastic waste — from our
homes — was being separated and traded by the
poor in our city. “Where does this plastic go?” I
had asked in Tikri, located on the outskirts of
Delhi. “To Bawana and Narela (industrial areas
also in Delhi),” I was told. So, here was I, standing
inside one of the many factories that buy this
waste and recycle it. Recycling is a big word, but
what does it mean?

It goes broadly like this.
This waste has to be segregat-
ed carefully as each factory
can process only one type of
plastic. It is first cleaned in
vats, then boiled, heated and
made to run through coils
until it becomes like wire.
This plastic wire is shredded
into granules of plastic, which
is used again to make new
products. The people doing
this work are poor and the

I am inside a dark and dingy “factory”, looking

DOWN TO EARTH

tries. Summers, who then went on to become pres-
ident of Harvard University, was pilloried for this
idea by all — but he has the last laugh. This is the
business order of the globalised world. It moves
polluting factories and mountains of waste into
the lands and hands of the poor, all in the name
of commerce and livelihoods.

When China finally stopped the import of plas-
tic waste in 2018, new markets had to be found.
Many countries, including Malaysia and
Indonesia, became the willing dumpyards,
till they decided enough
was enough. But plastic waste
is finding new ports where
the costs of recycling
would be cheaper and would
benefit local business and
provide employment. All
good. This is the modern
world’s notion of a circular
economy. Summers’ version
has come true.

It is another matter that
these receiving countries are

working conditions are

pathetic. But they do it for SUNITA NARAIN
their livelihoods — a trade

which makes a resource of our waste. Let’s not
undermine their effort. If this waste was not so-
called processed, it would have been burnt in the
open or in poorly constructed landfills. Bawana
is why we are not “yet” totally wasted. It is our
saviour.

But the economics of this trade work only when
the health and environment of the poor are de-
valued. It was in 1991 when the then chief
economist of the World Bank, Larry Summers,
had advocated that toxic waste and polluting fac-
tories should be moved to least developed coun-

already drowning in their

own waste. The fact is that if

the rich could pay the real
costs of recycling, they would not ship it to poorer
countries (I mean the rich of the first world and
the rich of our world). The business is about cut-
ting costs. And it is growing. At the May 2019 meet-
ing of the Basel Convention — an international
agreement that binds countries to be responsible
in their trade of hazardous substances — plastic
waste was included for the first time. But not with-
out a fight. The amendment by Norway to regulate
trade in certain kinds of plastic was contested
strongly by the US; and finally, after much dilu-
tion, it was agreed that a distinction would be

maintained between contaminated plastic waste
and the so-called clean plastic waste, which is des-
tined for recycling in an “environmentally sound
manner”. So, some control has been brought in,
but trade will continue and it will supposedly work
for all. The Summers Doctrine again!

The question is whether this is the way ahead.
Waste can be a resource. There is no doubt about
this. It is also clear that we must recycle and re-
use as many times and as much as possible. The
Basel Convention may try to stop illegal trade in
hazardous substances, but it allows waste to be
traded, recycled and processed in a “green” and
sustainable way. Given the economics of recycling,
that would only mean that this will be done where
costs are cheap and health and environment are
discounted.

It is not just plastic and it is not just the inter-
ests of the rich. While the European Union took a
strong stand on plastic waste, it also sought per-
mission to export electronic waste. Then we have
second-hand clothes or second-hand cars swamp-
ing African nations, all in the name of global
charity as the poor can now afford better clothes.
This is leading to new forms of local trade
interests, which then want to trade in trash. It is
their business.

It is time we re-thought this commodity busi-
ness of waste. It is time we re-worked the “Not-
in-my-Backyard” to “In-my-Backyard”. Every city
must handle its own waste, including its process-
ing. Only then will it become more responsible in
its production and recycling. We need to close the
circle of this circular economy to make it work.
Not Summers-style. But really sustainable-style.

Thewriter is at the Centre for Science and Environment
sunita@cseindia.org
Twitter: @sunitanar

Travails of aradical patriot
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BOOK REVIEW

KEVIN BAKER

(414 hink of this story as a wheel,”
I David Maraniss writes in an
author’s note at the begin-

ning of his new book, A Good American
Family. “The hearing in Room 740 is
the hub where all the spokes connect.”
Room 740 in Detroit’s Federal
Building was where Maraniss’s father,
Elliott, was summoned to appear before
the notorious House Un-American
Activities Committee (HUAC) one day in
1952, to answer charges that he was a
member of the Communist Party. Simply
being subpoenaed to appear had already
cost Elliott his job, and his refusal to

cooperate with the committee’s ques-
tions would force him into years of des-
perate struggle to keep his family afloat.

Elliott Maraniss was no atomic spy or
government mole. He was a rewrite man
at The Detroit Times, a World War II vet
with a wife and three kids. HUAC had
come to Detroit hoping to find commu-
nists in the United Auto Workers, a pow-
erful liberal institution; people such as
Elliott and his wife’s brother, Bob
Cummins, were just “collateral damage,”
expected to make “a few acts of repen-
tance and contrition” — bow their heads
and name names of old friends and com-
rades in the ongoing theatre of the Red
scare. If they didn’t, they were dismissed
after a brief interrogation with their lives
in tatters. Elliott was not even permitted
to read a prepared statement, though he
was allowed to file it with the committee.

Now, David Maraniss, in his “long
overdue attempt to understand what
had happened to my father and our
family and the country during what has

come to be known as the McCarthy era,”
has unearthed that statement, and that
moment. A winner of two Pulitzer
Prizes in journalism and one of our most
talented biographers and historians, Mr
Maraniss has used his prodigious
research skills to produce a story that
leaves one aching with its poignancy,
its finely wrought sense of what was
lost, both in his home and in our nation.
David’s father was “a liberal but undog-
matic optimist,” whose mantra was “It
could be worse.” He loved baseball and
literature and funny songs; he once wrote
a column under the moniker “the OI’
Railbird”; and he had an abiding passion
for nearly everything to do with the
American heartland. So how does such a
man end up writing Soviet propaganda
under a fake name for The Michigan
Worker? “I can appreciate his motivations,
butIam confounded by his reasoning and
his choices,” Mr Maraniss confesses.
Elliott was the son of Jewish immi-
grants from Odessa and Latvia, a Boy

Scout who grew up in Coney Island, an
outstanding student and editor of the
school paper at Abraham Lincoln High
School — a place almost painful to
behold in its glowing idealism and ded-
ication to learning, even in the midst
of the Depression.

He also encountered a key influence
on his political development: 17-year-
old Mary Cummins, a wisp of a girl with
strawberry blond hair and deeply held
radical convictions. The Cumminses
were another remarkable American
family, originally dirt-poor Kansas
homesteaders living in a one-room
dugout cut out of a hillside. Mary’s
father was a civil engineer who couldn’t
afford to finish his degree, but made
enough money to drive a Cadillac and
send his five children to college.

By 1939, as editorial director of The
Michigan Daily, Elliott was defending
the monstrous Stalin-Hitler pact that
triggered World War II — a stance that
outraged and mystified many of his read-
ers and friends, as well as his son, who
calls it one of Elliott’s “indefensible posi-
tions.” When the war reached the United
States, Stalin was back on the side of the

Allies and both Maranisses threw them-
selves into the struggle. Elliott enlisted,
while Mary helped build B-17s, and advo-
cated for civil rights at her plant.

Rising to the rank of captain, Elliott
was put in charge of a black salvage-
and-repair company in the still segre-
gated Army, arriving in Okinawa in July
1945, just after the terrible battle there.
He excelled in his position, and the
experience seemed to fill him with
patriotic ardour. He wrote passionately
to his wife about Franklin Delano
Roosevelt, General MacArthur and
especially Dwight Eisenhower, whom
he would later admit to having voted
for in 1952.

Unbeknown to Elliott, though, his
assignment to command black troops
was the end result of a desire by military
intelligence, wary of his “communistic”
tendencies, to exclude him from sensi-
tive work while in the Army. Before his
file was finally sealed, some 14
FBI agents would interview 39 “confi-
dential informants” about him. Their
investigation would culminate in Room
740, but it would not end there. Even
after HUAC had finished with him, the

FBI sent agents to interview Elliott’s
employers whenever he got a job,
knowing it would likely cost him the
position.

For all of Mr Maraniss’s research, a
mystery remains at the heart of “A Good
American Family”: Just what were his
parents, and especially his father, doing
in the Communist Party in the first
place? This is a question Maraniss cannot
answer, because his parents, for one rea-
son or another rarely spoke of it. About
the furthest his father would go was to
admit that he had been “stubborn in his
ignorance about the horrors of the Soviet
Union.” But this gives us little insight
into how this great American spirit end-
ed up stuffing himself into a closet of
dreary Russian dogma.

In the end, even in the best of fami-
lies, some things remain secret.

©2019 The New York TimesNews Service

A GOOD AMERICAN FAMILY
The Red Scare and My Father

David Maraniss
Simon & Schuster; $28; 416 pages
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Not just politicians, courts
also to blame for quotas

After Indra Sawhney put a cap on reservations, SC did nothing to
ensure it was met, even relaxed norms in various judgments

ITH MAHARASHTRA'S RESERVATION quotarising to 65% after the
Bombay High Court (BHC) upheld reservations for Marathas—possi-
bly even 75%, once you add prime minister Narendra Modi’s 10%
quota foreconomicallyweak sections (EWS)—it is easy to blame politi-
cians for striking yet another blow against merit.If 65-75% of college admissions and
governmentjobs—and,within this, promotions—are to be determined by quotas,apart
from how this reduces the opportunity for general category students, how is India to
compete inan artificial intelligence/machine-learning world where merit and knowl-
edge are critical? But,whyblame just politicianswho, by theirvery nature, only look for
immediate electoral gains. Certainly,the government hasamended the Constitution to
negate various apex court judgements on quotas and has tried to hide certain laws on
reservation from the Supreme Court’s (SC) scrutiny by classifying them under the Ninth
Schedule. But, in IR Coelho,in 2007, SC had ruled the Ninth Schedule was not sacro-
sanct if it violated Constitutional provisions on fundamental rights.

While the Maharashtra State Backward Class Commission said Marathas were
socio-economically backward, a decade ago it had said they were both economically
and politically—half the state’s MLAs and CMs have been Marathas—a forward caste,
something even the Mandal Commission had said. It is surely odd that BHC didn’t
deal with this. And since a nine-judge SC bench in Indra Sawhney had capped reser-
vationsat 509, it is surprising SC didn’t object to the 10% EWS quota earlier this year;
ditto for BHCin the Maratha case.While BHC said the Indra Sawhney cap could be vio-
lated in exceptional circumstances, where there was “quantifiable and contempora-
neous data reflecting backwardness” and “inadequacy of representation” it just
needed to study the facts to know Marathas aren’t backward.

Thesearen’t stray instances either.In 1994, in Ajay Kumar Singh, SC ruled on reser-
vations at higher levels of education, something which Indra Sawhney said was not
to be allowed. So, SC said, “(In Indra Sawhney), the Court was speaking of posts in
research and development organisations,in specialities and super-specialities in med-
icines, engineering and other such courses.The Court was not speaking of admission
to specialities and super-specialities. Moreover, M.S. or M.D. are not super-speciali-
ties”l And in 1997, in Post-Graduate Institute of Medical Education and Research ver-
sus KL Narasimhan, SC said,“Securing marks is not the sure proof of higher proficiency,
efficiencyorexcellence...In thatbehalf, it is common knowledge that marks would be
secured in diverse modes...They are awarded in internal examination on the basis of
caste, creed, colour, religion, etc.”!

Last month’s SC ruling on Karnataka’s law to allow reservation in promotions for
SC/ST expanded on this contempt for marks as proof of merit. Ironically,in 2017, the
same court had rejected the Karnataka law on grounds that no data had been given on
inadequacy of representation of SC/ST in the civil service and its impact on adminis-
trative efficiency; this was mandated by the Nagarajjudgment of 2006.To get over the
Nagarajrequirements, SCreinterpreted “efficiency of administration”to say it “mustbe
defined in an inclusive sense,where diverse segments of society find representation...
while interpreting Article 335, itis necessary toliberate the concept of efficiency from
aone-sided approach which ignores the need for and the positive effects of the inclu-
sion of diverse segments of society on the efficiency of administration of the Union or
of a State”. The judges elaborated, “a ‘meritorious’ candidate is not merely one who is
‘talented’ or‘successful’but also one whose appointment fulfils the constitutional goals
of uplifting members of the SCs and STs and ensuring a diverse and representative
administration”. The Maratha law, and even Modi’s 10% EWS quota, will probably be
challenged in SC,but given SC’s past rulings, getting justice isn’t going to be that easy.

Sebi makes the right move

Lax rules allowed unduly risky investing by fixed-income funds

VEN IFIT issomewhat late in the day,itis good that SEBI is tightening the rules

for mutual funds (MFs),especially debt-oriented schemes; the ecosystemwill be

all the better for this. The fact is, MFs are dealing with the savings of small

investorsand,while thereare noguarantees,fund managers must nonetheless
treat this moneywith due respect. Unfortunately,in an attempt to perform better, some
of them have taken undue risks, investing in companies that are clearly not credit-wor-
thy.Through a series of measures, SEBI has made sure fund managers of liquid schemes
have enough liquidity and that theyare not overexposed to HFCs and the real estate sec-
tor.With the sectoral cap nowat 20%, the overxposure to NBFCs,too,hasbeen addressed.
Moreover, there is a 5% prudential cap on the exposure to a particular group, much like
there is for banks.

Crucially, the regulator has mandated that the schemes invest only in listed NCDs
and CP.Most NCDsare,inany case, listed,but CPsare not; so, thisisa good step.Given the
rather primitive state of corporate governance in most companies today, one can never
be too careful. The spate of downgrades over the past couple of months—including that
of Piramal Capital, Sadbhav Engineering and Edelweiss Financial—is clear evidence of
stress, both in the financial and non-financial sectors. Which is why, it is important to
have enough of a cushion for exposure to debt securities that are credit-enhanced or
backed by equities. SEBI has mandated a cover of four times,which seems sufficient.

The practice of pledging shares without making adequate disclosures has dis-
rupted the system,and had SEBI not strengthened the disclosure requirements,com-
panies may have continued to fool investors and lenders by resorting to unlawful
methods to camouflage the true extent of shares pledged. From now on, promoters
need to disclose the reasons for an encumbrance if it exceeds 20% of the equity cap-
ital,which seems like a reasonable threshold.

The factis,both ratings agencies and lenders have been very slow tored flag default
risks in companies; else, even a year ago, it was evident Jet Airways is in big trouble.
Now that SEBI has banned MFs from entering into standstill agreements with bor-
rowers, fund managers will be alot more choosy. Given they manage small investors’
money, MFs have no business to be funding weak promoters.They need to be invest-
ingratherthanlending,and even if the returns come down as aresult,investors would
not mind because their capital would beless atrisk.Itisa good move to have allmoney
market instruments marked-to-market so that the schemes reflect the true net asset
value and investors are not left guessing.

AccessLINGO

Govt plans to make science and technology education
resources accessible in regional languages

HE MINISTRY OF electronicsand information technology (MeitY) has proposed

anational mission fornaturallanguage translation.The ¥4 50-crore proposalis

based on the recommendations made by the Prime Minister’s Science, Tech-

nology and Innovation Advisory Council (PM-STIAC) as part of the 100-day
action plan.The purpose is to make research and teaching resources on science and tech-
nologyaccessible toall in two languages—one in English and the otherin a native Indian
language.The move is ambitious in the sense that it requires digital proficiency from the
user. The translation will be done in two modes—machine and human translation—for
both speech-to-speech translation and text-to-text translation.This could prove abig step
in making science and technology knowledge accessible to alarge citizenry.

The proposal will be implemented by central and state agencies, along involvement
from start-ups. The service will not only prove beneficial for teachers and students but
alsofor publishersand authors.Itwillalso create translation-related jobs. MeitY's move will
addresstheissue of low-cost education atalarge scale. Nonetheless,making content trans-
latableintoall native Indian languages,alongwith spreading digital literacy,will perhaps
be the biggest challenge—the Pradhan Mantri Gramin Digital Saksharta Abhiyan funds
are estimated to be enough for making 2.39 crore in rural areas digitally literate (against
atarget of 6 crore).Also,not everything in advanced sciences will lend itself to translation.
There could yet be many a slip betwixt the cup and lip.

Opinion

ISCALINCENTIVES TO pro-
mote Electric Vehicles, in the
form of FAME (Faster Adop-
tion and Manufacturing of
Electric Vehicles), were
launched in 2015 for a period of two
years. These were later extended up to
March, 2019. With its outlay of 450
crore during the last four years, FAME I
helped about 2.63 lakh electric/hybrid
vehicles, including 1.4 lakh two-wheel-
ers (E-2W) and 1.01 lakh four-wheelers
(E-4W).These are already on the road all
over the country. But, this has not
enabled ustoaccelerate the transition to
electric mobility in the same way as
countries like China have donebyadopt-
ingaholisticapproachandatime-bound
plan for completing the transition.
With learnings from FAME I, the
revised FAME Il was announced withan
outlay of 10,000 crore and a target to
incentivise 10 lakh E-2W, 5 lakh E-3W,
55,000 E-4Wand 7,000 buses (on OPEX
basis) by March 2022.FAME II has been
welcomed by all stakeholders, including
industry and associations, for the clear
roadmap that it provides for the transi-
tion to electricand connected mobility.
In the 2W & 3W segment, 21.2 mil-
lionICE 2Wand 0.7 million ICE 3Wwere
produced last year and, with a share of
9% in manufacturing, had an employ-
ment of nearly 12 million. Out of these
around 15%, i.e., 3 million 2W, were
exported. The CAGR of 2W & 3W vehi-
cles is expected to be around 8-9% for
the next ten years. Thus, by 2025, India
will be producing nearly 28 million 2W
and another 2-3 million 3W. This pro-
vides Indian companies with a unique
opportunity to leverage domestic mar-
kets to achieve globally competitive
scaleand economies of production. Hav-
ing missed the first electronicrevolution
in the 1980s and the semiconductor
fabrication opportunity in the 1990s,
India can hardly afford to miss this
emerging opportunity, offered by the
transition to electric mobility,that com-
bines multiple high technology indus-
tries. We have to be right in the midst
and then, hopefully, achieve pole posi-
tion in this sunrise industry.
Itthusbecomes critical forustoadopt
a time-bound roadmap for the conver-

(2 INDO-JAPAN RELATIONS

Prime Minister of India, Narendra Modi

FUTURE AUTOS

SIXYEARS UP TO MARCH 2025 SHOULD SURELY BE SUFFICIENT TIME
FOR THE TWO-WHEELER INDUSTRY TO PLAN ITS TRANSITION TO EVs

[ndia’s big opportunity:
Electric mobility

& ANIL SRIVASTAVA

The authors are with the NITI Aayog
Views are personal

sionto 2W& 3Wtoelectricvehicles.Ifwe
donot pursue thisat the policylevel and
if companies and economies do not
adapt,we risk losing out on a seat at the
table in the next generation of technol-
ogyand industrial development.

Both electric mobility and battery
manufacturing are sunrise industries
that must be encouraged if India is to
become a globally competitive player in
the coming decades. Otherwise, we not
only stand to lose all export opportuni-
ties that are bound to open up in the
coming years but also risk becoming a
dumping ground for second-rate
imported EVsfrom Chinaand elsewhere.

Investmentbyindustry carriesinher-
ent risk, and all our efforts should be
directed toward creating a domestic
marketforboth electricvehiclesand bat-
teries, in order to ensure OEMs and bat-
tery manufacturers have enough cer-
tainty of off-takesbefore they putin their
investments in new manufacturing
units toattain globally competitive posi-
tion.India haslost outin the solar power
generation and mobile/smartphone
industry previouslyand mustact quickly
tosecureapositionin the sunriseindus-
tryof battery storage and electricmobil -
ity.Delaying this transition risks missing
the opportunityat hand.

The Steering Committee of National
Mission on Transformative Mobility &
Battery Storage has recommended that
after March 31,2023, only E-3W (with
lithium ion or other advanced battery
chemistry only) shall be sold under the
category of 3W and, after March 31,
2025,allnewsales underthe category of
2W below 150cc shall be E2W (with
lithium ion or other advanced battery
chemistry only).

Six years up to March 2025 should
surelybe sufficient time fortheindustry
to plan its transition. Moreover, NITI

Aayoghasalwaysbeen openandreadyto
consider alternative time-bound plans.
However, the suggestion todowithouta
transition plan and adopt a so-called
'market-based or muddling through'
stance should not be acceptable to any-
bodywhoiswedded tothe nationalinter-
est or,indeed, even to the Indian auto-
mobile industry’s
interests. Clearly, those
companies who wish to
export ICEtwo-and three-
wheelers will have the
fullest freedom to do so
even after the domestic
sales of these vehicles

For globally-
competitive
manufacturing of
advanced batteries,
a challenge process

Today, there is no such part of India where Japan's
projects or investments have not left its mark.
Similarly, talent and manpower of India are
contributing to strengthen Japan

cal incentives to induce them to rapidly
create necessary capacities in the coun-
try. This would also be used for other
industries like micro-electronics, power
storage etc. Using the advantage of large
scale domestic demand in the EV sector,
wewouldbeableto createadynamicand
vibrant storage batteryin the country.
Moreover,battery costs are expected
tofall overthe next fewyearsasvolume
increases and economies of scale are
achieved. Expert analysis anticipates
that India’s annual battery market size
could be as large as $9 billion by 2025,
the majority of which will be driven by
electric vehicles (this assumes close to
100% new sales of electric two- and
three-wheelers by 2025, along with
modest market penetra-
tion of other segments).
Private sector companies
and start-upsare develop-
ing charging solutions as
well as battery swapping
business models to
encourage the transition

ceaseinthe domesticmar- to electric mobility. These

ketand, further,those pro- to select manufacturing capacities

ducing 2W with engines manufacturers can and business models will

higher than 150 cc will be adopted provide significant addi-

continue to do so. tional sources of eco-
We must emphasise m—————ssssss nomic growth.

that NITI Aayog has had Although  around

extensive consultations with all seg-
ments of the industry in the run-up to
the Mobility Conference that we organ-
isedin October 2018.And,in theinterest
of building the necessary trust between
the industry and the Government, we
are, of course, open to further consulta-
tions,aslongas theyare aimed at reach-
ing a time-bound transition plan
towards achieving 100% electric and
connected mobility.

We would, of course, have to ensure
that the batteries (lithium ion or
advanced chemistry) are domestically
manufactured and at globally competi-
tive prices.The scale offered by the tran-
sition to EVs will allow world-competi-
tive capacities to come up in India.
Globally-competitive manufacturing of
advanced chemistry batteries could be
achieved through a challenge process to
select manufacturers,who could thenbe
offered a package of facilitation and fis-

The US’s zero interest rates future

The Congressional Budget
Office’s projections for the
US federal budget during the
next 30 years is a picture of
steadily rising deficits

THE CONGRESSIONAL BUDGET
Office has just released its projections
for the US federal budget during the
next 30 years. The picture is one of
steadily rising deficits. Federal govern-
ment borrowing now amounts to
about 4.2% of gross domestic product
each year. By 2049, the CBO predicts,
that will more than double, to 8.7%.

Onlyasmall portion of these deficits
will be due to tax cuts; the CBO projec-
tion expects that individual income
taxesrise substantiallyasa share of GDP.
Nor will it be due to government profli-
gacy; CBO predicts that discretionary
spending will shrink substantially rela-
tive to the size of the economy.

Instead, the growth in deficits is
mostly about two things. First, govern-
ment health care spending is projected
to grow, which is partly due to popula-
tion ageing and partly because the CBO
predicts that medical costs will keep
going up. Second,and even more impor-
tantly, the CBO predicts that interest
rateswillrise, forcing the government to
spend much more on simply paying
interest on its debt. The federal govern-
ment now pays an average of 2.4 % to
borrow; in three decades, the CBO pre-
dicts that this will rise to 4.2%.

If true, that will cause an exponen-
tialincrease in the amount the govern-
ment has to pay for debt service.

By the 2040s, the CBO projects, the
primary budget deficit—the gap
between non-interest spending and
tax revenue —will stabilise at less than
4% of GDP,but net interest will keep on
rising. This is because as the govern-
ment borrows more and more to cover
its interest payments, the amount of
debt that’s accruing interest goes up.

In many ways, this is actually a very
conservative forecast.The CBO assumes
thatthe USwill raise taxes,instead of cut-

SMITH

Bloomberg

ting them as it has done repeatedly. It
assumes no future recessions requiring
largeincreasesin thelevel of federal debt
for stimulus purposes.And most impor-
tantly,itassumes nobigfutureincreases
indiscretionary spendingand nonewbig
entitlements. If Medicare For All or the
Green New Deal ever make it through
Congress, the projected federal debt will
be much,much higher.

Whyis thisa problem? If the govern-
ment decides to cut deficits by raising
taxes even more than the CBO predicts,
it could slow the economy. If it decides
to let the debt grow, it will have to bor-
row more and more in order to cover its
increasinginterest,and both borrowing
and interest costs will snowball. That
could provoke what the CBO calls a fis-
cal crisis —a private investor panicabout
the government’s ability to repay its
debt, causing a drop in bond prices that
render financial institutions insolvent
and causing an economic crisis.

The government thus has a good
reason not tolet debt spiral out of con-
trol. And the easiest way to keep that
from happening is for the Federal
Reserveto cutinterest ratestozeroand
keep them there. As the government
replaces its old, higher-interest debt
with new,lower-interest debt, its yearly
interest payments would go down,
until finally they dwindle tonothingat
all. Doing this would stabilise the
deficit,and even open up fiscal space
for big new spending initiatives on
issues like climate change.

This situation—where the central
bankholdsratesat ornearzeroin order
to keep the government solvent—is
known to economists as fiscal domi-
nance.Arguably,Japan has been in this
situation foryears.

Some argue that Japan’s interest
rates are low for natural reasons,

mainly because of population decline
and slow productivity growth. But
Japanese central bankers’ periodic
intentions to raise rates have probably
been restrained by the country’s enor-
mous public debt. Even if they wanted
to, Japanese policy makers couldn’t
raiseratesverymuch without the spec-
tre of government insolvency.

Most macroeconomists think this
isn’t much of a problem. Inflation is the
traditional reason to raise rates, and
Japan doesn’thave much of it. But there’s
a possibility that long periods of low
interest rates have negative conse-
quences that don’t appear in traditional
economicmodels.Forexample,lowrates
might encourage the survival of unpro-
ductive zombie companies, or it could
allow monopolies to dominate markets
with cheap borrowing. These potential
downsides are not well-researched or
well-understood yet.

The US might also not be the same
as Japan. Its investors could be more
inclined to abandon the country for
greener pastures if rates stayed too
low for too long. With population
expected to grow instead of shrink,
the US also might not be able to sus-
tain zero rates forever without even-
tually risking inflation.

So the US shouldn’t stride confi-
dently into a brave new world of fiscal
dominancejustbecause Japan hasn’tyet
collapsed.Just tobe on the safeside,other
measures to constrain deficits—reduc-
ingexcess cost growth forhealth careand
reversingrecent tax cuts —would be pru-
dent.Butshould these efforts turn out to
be politically impossible, get ready for
permanent zero interest rates.

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

20% of mineralsin the current battery
chemistryneed tobe sourced from out-
side,the R&D on material recoveryand
recycling from batteries would help
address this scarcity. This can create a
domesticreserve of minerals over time.
The government, too, is exploring
potential rights tointernational supply
chains to furtheraddress this concern.
In any case, battery chemistry is evolv-
ing at a rapid pace with the attempt to
replace lithium as the sole principal
component. And in the medium-to-
long term, the transition to hydrogen
will surely be initiated as is already
beginning to happen in China and
Japan.On all counts, therefore, includ-
ing that of fresh employment genera-
tion, India simply cannot afford to miss
this opportunity and cannot adopt a
‘muddling through’ policy stance as
some stakeholder, very surprisingly,
seems to advocate.

LETTERS TO

THE EDITOR

Discount on
petrol/diesel

To encourage cashless
transactions post demonetisation,
the union government has started
giving several discounts onuse of
credit and debit cards, including a
0.75% discount on card-based
purchase of petrol and diesel and
online payment of insurance
premiums. Due to inadequate
publicity, it is not clear which
discounts are still applicable.

The currency position having
normalised, the union exchequer
should not be burdened with such
discounts anymore. Instead, steps
should be taken to ensure that
banking is made less expensive;
transaction charges, charged to
sellers on payments received
through credit or debit cards,
should be paid from the public
exchequer at a reduced rate than
the present 2%. To minimise
currency circulation, consolidated
steps, such as limits on monthly
cash withdrawal from banks for
individuals, should be taken.

— Subhash C Agarwal, Delhi

Refugee crisis

The heart-rending image of father
and daughter, migrants from
Ecuador, lying dead on the banks of
the Rio Grande river at the US-
Mexico border tells the horrific and
pathetic plight of scores of hapless
migrants fleeing violence and
bloodshed in their homelands. The
trend of perceiving refugees as a
threat to national security and local
culture is truly despicable. Trump's
description of Hispanic immigrants
as rapists and criminals sums up his
attitude towards immigrants. The
politics that seeks to prop up the
bogey of the migrant with a poor
understanding of citizenship across
the globe needs to change.

— M Jeyaram, Sholavandan
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OVER THE BARREL

ow India can

de-escalate

US-Iran

stand-off

The US-Iran stand-off is wrapped in a “fog of
uncertainty.” No one knows what will happen, but
what we do know is it could take no more than a
false report, a miscalculation or an accident for the
region to conflagrate into violent conflict. India
would be severely impacted in such an event

HE MOST BASIC FORM of
human stupidityis forgetting
what we are trying to accom-
plish.”This Nietzschean apho-
rism finds sharp affirmation
in the behaviour of the leaders of US and
Iran today. Both have forgotten what they
are trying to achieve, but both are
engaged in verbal, economic and physi-
caljousting thatis generating sparks that
could light up a regional bonfire. India
would be severely impacted in such an
event.Ourleadersfacea policydilemma.
Should they use their “soft” power to try
and snuff out the sparks, but risk possi-

bly an embarrassing rebuff? Or should
theystay on the sidelines in the hope that
disasterwill not prevail? It is myview that
the Indian government should do the
former. It should deploy the “quiet”
power of diplomacyto pre-empt the con-
sequences of human stupidity.

The signals emanating from Wash-
ington DC and Tehran are confusing and
blurred. They suggest that the leaders in
these two cities have lost sight of their
vital objectives.

American President Donald Trump
says he does not want war; that he is not
looking for a regime change, but only a

tighter nuclear agreement. He says his
objective is to ensure Iran will never
acquire the capability to develop nuclear
weapons. But he also tweeted the word
“obliterate”to define the range of options
that remain on his table; the US National
Security Advisor John Bolton and Secre-
tary of State Mike Pompeo have stated
that waris an option,and their preferred
outcome is,indeed,a regime change.

The Iraniansarealso conveying mixed
messages.Theirelected leadershipwants
to exercise “strategic moderation” and
remain compliant with the Joint Com-
prehensive Plan of Action (JCPOA). They
are hopeful that with the support of the
Germans and the French, the crisis can be
settled through negotiation. The Islamic
Revolutionary Guard Corps (IRGC), on
the other hand,wants the government to
breach the uranium stockpile limits
agreed to in the JCPOA (the 2015 Iran
nuclear deal) and to enrich uranium to
20% purity (which is just one step away
from weapon-grade material). They also
want to signal, through direct and indi-
rect action, that they will

ILLUSTRATION: ROHNIT PHORE

destroyer USS Maddox by North Viet-
namese patrol boats on August 4, 1964,
in the international waters of the Gulf of
Tonkin.In fact,two days earlier,destroyer
USS Maddox had been attacked by the
North Vietnamese.The report ofa second
attack inflamed the US Congress, who
then passed the Gulf of Tonkin Resolu-
tion, which was a de facto declaration of
waragainst the North Vietnamese.It was
later established that the report of a sec-
ond attackwas erroneous.This is difficult
to believe, but this means that the US
went to war in Vietnam on the basis of
erroneous intelligence.

The US-Iran stand-offiswrappedina
“fog of uncertainty.” No one really knows
whatwill happen,but what we do know—
based on our reading of von Clausewitz
and our understanding of history—is
that it could take no more than a false
report,a miscalculation or simplyan acci-
dent for the entire region to conflagrate
into violent conflict.

India would be severely impacted in
suchan event.Itimports 65% ofits crude

oil from theregion. Conflict

notbebullied by the Amer- " =——————————  would disrupt its oil supply

icans.The Ayatollahs gener-
allykeep their cards close to
their chest, but given the

India should
persuade Iran to

lines and harden oil prices.
Moreover, there are
approximately 8 million

Iranian economy is in free  revert to its original nationals living and work-

fall—GDP fell by 4% last
year and an additional 6%
this year, inflation is run-
ningat 30%,food isin short
supply, the currency is on
skids, and unemployment
isatrecord highs—they, too,
are inclined to play the US
“Satanic” card to divert
public attention away from
the domestic crisis.

There is an explanation ]

for this political amnesia.
The leaders are wrestling to reconcile
their international priorities with their
domestic constituencies. The problem is
that,in the process, they are pushing the
region towards large-scale conflict. And
thatiswhy theiractions fit so neatly into
the Nietzschean mould of stupidity.
Students of military history will not
be surprised by this drift towards war.
Trump is, alas, no such scholar. Had he
been so, he might have remembered the
forewarning contained in the unfinished
magnum opus of the Prussian General
Carl von Clausewitz, ‘Vom Kriege’ (On
War), that “three quarters of the factors
on which war is based are wrapped in a
fog of greater or lesser uncertainty.” He
may have noted the mind-boggling con-
firmation of this observation in the
memoirs of the former US Secretary of
Defense Robert McNamara, who wrote
that “President Johnson authorised the
bombing (of North Vietnam) in response
to what he thought had been a second
attack that had NOT occurred.” The
“attack”referenced was on the American

HE DUNNING-KRUGER effect

isa cognitive bias in some peo-

plewho haveaninflated notion

about their capabilities. Their

self-assessment with regard to
their knowledge and decision-making
reaches elusive heights. They make erro-
neous decisions. When such people take
important leadership positions, they
obstruct progress of the organisation.
Their misconceptions about themselves
with regard to self-cognitive abilities
blinds them from seeing errors;also, their
incompetence denies them to recognise
others’strengths.The concept was coined
in 1999 by Cornell University psycholo-
gists David Dunning and Justin Kruger;
the eponymous (named after persons)
Dunning-Kruger effect is a cognitive bias.
Incompetent people have an exaggerated
notion about their knowledge and intelli-
gence, it blights results and sometimes
such results take decades to correct.

I take the example of India’s first Prime
Minister Jawaharlal Nehru’s decision of
referring Kashmirto the UNSC.Thisaction
negated the Instrument of Accession
signed by Maharaja Hari Singh. Even till
today, the Kashmir issue remains sticky.
Besides India and Pakistan, it has many
sides: the five regions of Kashmir and
numerous political organisations.

Charles Darwin said that “ignorance
more frequently begets confidence than

The cognitive bias

Can ineptness rob people of the mental ability to realise

just how inept they are?

HATTANGADI

The author is a management thinker and blogger ‘ \

what knowledge does.” I am sure most of
us would have experienced frustration by
theincompetence of another person in our
professional and privatelives.The frustra-
tion increases when these incompetent
people do not recognise their own limita-
tions.Incompetent people tend to overes-
timate their own levels of skills and they
fail to recognise genuine skills in others.
Hitler’s ‘Mein Kampf showcases his
total lack of insight into his own limita-
tions. A budding narcissist, Hitler’s
recounting of his schooling describes his
propensity to argue with adults despite
nothavingyet received his education.This
isan apt example of his cognitive bias.
Inan experiment, Dunning and Kruger
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asked 65 participants to rate how funny
different jokes were. Some participants
were exceptionally poor at determining
what other people would find funny, yet
these same participants described them-
selves as excellent judges of humour. The
research found that incompetent people
are notonly poor performers,theyarealso
unable toaccurately review and recognise
the quality of their own work.The low per-
formers are unable to recognise the skills
and competence levels of others,which is
part of the reason why they every time
view themselves as better, more capable
and more knowledgeable than others.
This might be the reason why some
students who earn failing scores in exams

position of
remaining within
the framework of
the JCPOA, and
deny the hardliners
on American side
the raison d’etre
for escalation

DUNNING-KRUGER EFFECT

ing in the area. Many of
them would need to be
evacuated. This would pre-
sent a major logistics chal-
lenge. But most worrying
and beyond these immedi-
ate ramifications is that
India and Indians would
feel the tremors of the
aftermath of sucha conflict
foralong time.

The question, therefore,
for India is: Should it allow
historytorepeatitself? Orshould it make
an effort to stave off disaster beyond the
opportunistic bilateral discussions that
it has already had with Pompeo and
Trump. In my view, it should take that
extrastep.Thisisnot simply to safeguard
its economic interests. It is also because
Indiais strongly placed to arrest this dan-
gerous drift.The countryhaslong-stand-
ing historical and cultural links with the
Middle Eastand,in particular,Iran.Prime
Minister Narendra Modi has enhanced
international stature because of his mas-
sive electoral victoryand strong personal
relations with his counterparts in the
region. And foreign minister Subrah-
manyam Jaishankar is a superb and
world-class diplomat. Together, this
makes for a rare combination of “soft”,
“smart” and “quiet” power. India should
deploy this combination towards one
objective.To persuadeIran toreverttoits
original position of remainingwithin the
framework of the JCPOA,and to deny the
hardliners on the American side the rai-
son detre for escalation.
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® DIRECT TAXES CODE

From convoluted

to coherent?

MEHNDIRATTA

The author is partner, Tax,
KPMG in India

An attempt towards a concise, coherent
and consolidated direct tax structure

“The nation should have a tax system that looks like someone
designed it on purpose”—William Simon.

ITH A STABLE GOVERNMENT at the
Centre, stage is set for introduction of
reforms needed to put the economyback
on high growth trajectory. The NDA, in
its previous term,demonstrated resolve
to push through bold reforms as well as discard old laws.
Taxes have been a focus areas and a major reform on the tax
side was transformation in indirect taxes with the GST,
which subsumed within its ambit 17 state and central indi-
rect levies. On the direct tax side, the Wealth Tax Act, 1957,
was scrapped and a panel constituted in November 2017 to
rewrite the existing Income-tax Act. The panel is expected
tosubmitareport to the governmentbyJuly 31,2019.In the
Union Budget on July 5, it is expected that a framework for
introduction of the direct taxes code (DTC) will be laid down.

The Income-tax Act was introduced in 1961, but has
failed to keep pace with evolving businesses and a fast-grow-
ing economy. Some instances in the past have highlighted
deficiencies in this Act to bring to tax certain transactions
that the government intended to tax.Another example is of
digital businesses,which can potentially result in significant
taxleakagesand hasalsobeen focused uponbythe OECD in
its Action Plan-1 on Base Erosion and Profit Shifting project.

While the government has tried to keep the Income-tax
Act at pace with evolving business realities by bringing in
suitable amendments—taxation of indirect transfers of
Indian entities,equalisation levy on online advertisements,
thin capitalisation rules, GAARand certain other provisions
through annual fiscal budgets—the provisions seem to have
been rushed into existing overall schemes of the Act (except
forequalisation levy that is outside its scope) and, thus,have
led to interpretational issues, leading to potential for seri-
ous tax litigation. Transformation of the Income-taxActinto
anewtaxregimethatisaligned with current economicreal-
itiesand modern businesses is the need of the hour.

DTCisanattempttomakeita concise,coherentand con-
solidated direct tax structure.The UPAhad also attempted to
bring in DTC and introduced the first draft Billin 2009 and
a revised version in 2014, but the idea of DTC was shelved
shortly after the change of government.

The economy is going through a rough patch. Introduc-
tion of taxincentives and cutting tax rates have been used as
a tool to reignite growth—India has one of the highest cor-
porate taxratesamongst bigeconomies. DTCis an opportu-
nity to rationalise tax rates as well as introduce provisions
to incentivise high-growth sectors such as IT/ITeS, retail, e-
commerce,etc. Further,given the minusculeamount of R&D
in India and its relative importance, there have to be incen-
tives for R&D activities aswell as simplifying existing incen-
tives such as preferential tax rates forincome from exploita-
tion of patents developed in India. Providing certainty to
foreign and domesticinvestors by minimising tax litigation
isanother focusareafor DTC.Although we have the Author-
ity for Advance Rulings, its attractiveness for obtaining tax
certainty hasreduced,largely due to manyAAR applications
pending for disposal, courtesy the lack of administrative
capacity to handle the number of applications being filed
and AARbeing non-functional for most part of theyear. DTC
should address this by adopting a comprehensive dispute
resolution method by bringing in an advance authorisation
process.Forexample,in many countries, taxauthorities gen-
erally answer inquiries made by taxpayers even without a
formal ruling procedure, and in others there is advance
statutory back-up procedure for pronouncing such rulings.

DTCshould incorporate certain other practices, too.One
suchisthe provisionin the US taxlaw that provides forjoint
filing of returns by married couples, which leads to both
reduction in taxes and compliance for taxpayers. In Singa-
pore, information for salaried employees is auto-included
while filing tax returns,and requires onlyvalidation, making
the exercise of submitting a tax return quicker and simpler.

DTCis going to be one of the most important taxlegisla-
tions as it will replace not just the Income-tax Act, but also
possibly tax jurisprudence of the last 60-odd years. As has
beenwitnessed in the past,hurriedly-drafted tax provisions
serve neither the taxpayers nor tax officials well,and hence
the government would do well not to rush early introduc-
tion of DTC but allow adequate time to both legislators to
draft and stakeholders to debate the new law. The require-
ment of a new direct tax regime is real and immediate.

at times feel they deserved a much higher
score.They overrate their own knowledge
and ability,and are incompetent of seeing
the mediocrity of their performance.

In 1708, Sweden invaded Russia dur-
ing a winter so fierce that even Venice’s
port froze. The invaders lost 16,000 men
inthat particular push.Just over 100years
later,Napoleon also attempted an invasion
thatbeganinthe summer.Bylate fall,he’d
lost thousands of soldiersand,although he
succeeded in occupying Moscow, he even-
tually had to retreat. The most famous
example, however, is of the Second World
War. Hitler believed he could take Russia
before the onset of the winter—and his
armywasn’t ready when the Russian win-

terfinally did come.In fact,thingswent so
poorly in Russia that Hitler lost about
750,000 men before November.
Dunning and Kruger put forward that
this phenomenon stems from what they
refertoasa“dual burden.”Peopleareinept,
and theirineptness robs them of the men-
talability torealise justhowinept theyare.
The least skilled people often overrate
theirability because they have noidea how
much they don’t know. In other words,
poor performers believe that they know
everything on a particular subject and,
therefore, theytend tobe bombasticabout
it. In contrast, high performers are aware
of theenormityand intricacies of thefield
theyareworking in.They knowhowmuch

| they don’t know, and thus they usually

underestimate their ability and compe-
tenceina particulararea.

The Dunning-Kruger effect also has to
do with what scientists call metacogni-
tion. It is described as “cognition about
cognition,”“thinking about thinking,”and
“knowing about knowing.” It is a higher
form of cognition; to be aware of the
awareness itself.A personwith ahighlevel
of metacognition is able to become aware
of his or her thought processes and view
them from different and fresh perspec-
tives. This cognition about cognition
allows them to analyse and judge their
ideas, knowledge and skills more accu-
rately compared to people who are having
difficulties with metacognition.

The world is filled with incompetent
leadersin all fields; often,leadership posi-
tions seem glamorous but the crude real-
ity is that many leaders hardly make any
effect on theirteams.When stupid leaders
run a country,an organisation, a hospital,
a school or a university, they weaken the
foundations. If someone is going to run a
country properly, he/she needs to be an
expert at collecting viewpoints, appoint-
ing experts and sieving through them to
produce effective and well-judged policy
objectives that actually work. In the
absence of that sort of expertise, only
chaoswill be created.Aren’t we seeing this
happening in most parts of the world?
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Delhi ozone level went beyond
limit for 95 days in last 3 years

DURING THE last three calendar years,
ozone was reported as prominent pol-
lutant for 95 daysin Delhiand 11,48,8
and 49 days in Faridabad, Gurugram,
Ghaziabad and Noida respectively, the
government said in Lok Sabha during
the current session of Parliament.
These numbers were based on the Air
Quality Index of the Central Pollution
Control Board. Replying to a question
on ozone levels in Delhi-NCR,
Environment and Forest Minister
Prakash Javadekar tabled AQI figures
on ozone status for 2016, 2017 and
2018 as well as for the first five months
of 2019. The figures showed that until
May 31, Delhi has already had 23 days
with ozone levels over the prescribed
limit, while Faridabad has had 55.
About steps taken to control the
rise, the minister noted that ozone is a
secondary pollutant formed through
atmospheric reactions and the factors
responsible are high temperature and

NUMBER OF DAYS WITH OZONE REPORTED

AS PROMINENT POLLUTANT

AQI monitoring station in Delhi.
Abhinav Saha/File photo

emissions from vehicles, power plants
and burning of waste. He listed several
measures to control such emissions,
including a shift from BS-IV to BS-VI
fuel standards since April 1, 2018 in
NCT of Delhi and from April 1,2020in
the rest of the country which he said
will reduce emissions of oxides of ni-
trogen of heavy duty diesel vehicles by
88.5%in comparison to BS-IV vehicles.

Cary 2016 2017 2018 2019 (TILLMAY 31)
Delhi 36 14 45 23
Faridabad 3 0 8 55
Gurugram 43 0 5 6
Ghaziabad — 0 8 3

Noida — 33 16 0

Source: Central Pollution Control Board via MoEF
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WIiLL AI PARTNER WITH HUMANS?

JAMES LOVELOCK, chemist and environ-
mental thinker, is best known for formu-
lating the Gaia hypothesis, also known
as Gaia theory or Gaia principle, which
proposes that all organisms and their in-
organic surroundings on Earth
are closely integrated to form a
single and self-regulating com-
plex system, maintaining the
conditions for life on the planet.
Lovelock, who turns 100 onJuly,
has now come up with a new
theory about life on Earth — or
its future. He argues that the an-
thropocene — the age in which
humans acquired planetary-
scale technologies — is coming to an end
after 300 years. Lovelock describes the
new age, which has already begun, as the
“novacene”.

Novacene: The Coming Age of
Hyperintelligence proposes that new be-
ings will emerge from existing artificial
intelligence systems. They will think
10,000 times faster than we do and they

will regard us as we now regard plants —
as slow acting and thinking creatures.
However, machines will not violently
take over the planet as suggested in sci-
ence fiction, because these beings will be
as dependent on the health of
the planet as humans are. As The
Guardian writes inits review, “...
for Lovelock, the Gaia hypothe-
sis will save us, because the ma-
chines will realise that they
need organic life to keep the
planet at a habitable tempera-
. ture. (Even electronic life could
not survive on an Earth that
veered into runaway global
warming.) So, Lovelock argues, it will suit
the robots to keep humans around.”

Itis crucial, Lovelock argues, that the
intelligence of Earth survives and pros-
pers. He does not think there are intelli-
gent aliens, so we are the only beings ca-
pable of understanding the cosmos.

The book is co-authored with journal-
ist Bryan Appleyard.
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AN EXPERT EXPLAINS

Reading Maratha quota verdict

Among the factors taken into consideration were the question of backwardness, and justification of taking
total reservation beyond 50%. How Bombay High Court judgment addressed these and other issues

FA1ZzAN M USTAFA

IN Alandmark judgment in the case of Dr Jishri
Laxmnarao Patil, a two-judge Bench of
Bombay High Court has upheld Maratha
reservation in Maharashtra. The judgment, re-
served on March 26, was delivered on June
27 by Justices Ranjit More and Bharati Dongre.
Since the Second National Backward Classes
Commission, popularly known as the Mandal
Commission, and two State Backward Classes
Commissions had refused to recognise
Marathas as a backward class and as many as
12 chief ministers belonged to the Maratha
community, upholding of reservation in
favour of Marathas has surprised many consti-
tutionalists. Moreover, in the past, reservation
on the basis of similar recommendations in
favour of Jats, Gujjars, Patidars and Muslims
had failed the judicial test.

In the very first statement of 482-page
judgment, the court talked of the challenge be-
fore modern democracies - “complex task of
providing social justice to sections that have
been traditionally discriminated against, while
affirmative action does not hinder opportuni-
ties offered to the rest of the population”.

Issues involved

The case involved several constitutional
issues such as determination of Marathasasa
backward class on the basis of quantifiable
data; constitutional validity of the Act provid-
ing for their reservation; validity of extraordi-
nary circumstances that justify going beyond
the judicially created 50% reservation rule;
limits of judicial review in examining affirma-
tive action policies of the state and the effect
of powers given to the National Commission
for Backward Classes in 2018 after its conver-
sion from a statutory authority to a constitu-
tional body; legality of creation of a new so-
cially and educationally backward class and
inclusion of just one caste in this class; and,
assuming Marathas are backward, their non-
inclusion in the existing OBC category.

Backward or not

The Mandal Commission, which listed 128
communities as backward, identified
Marathas as ‘forward’. The Khatri Commission
(1995) constituted by the Maharashtra gov-
ernment held by majority that Marathas may
not be included as Kunbis in the list of OBCs,
but recommended that people entered as
Kunbi-Maratha or Maratha-Kunbi may be
given the same benefits as the Kunbi caste. The
request of treating Marathas at par with
Kunbis was not accepted even in 2000 and
Marathas were not included in the central
Backward Classes list. In 2008, the Bapat
Commission by a4-2 majority recommended
that it would not be proper to include
Marathas among OBCs from the viewpoint of
principles of social justice.

The state government constituteda non-
statutory committee under Narayan Rane,
which concluded that the Bapat Commission’s
findings were not based on quantifiable data
and should not be accepted. The Rane
Committee independently collected dataand

CM Devendra Fadnavis and MLAs in the Maharashtra Assembly in November
2018, after the government tabled the Maratha quota bill. Ganesh Shirsekar/File photo

concluded that the Maratha community is so-
cially, educationally and economically back-
ward,and recommended its inclusion among
OBCs with separate 16% reservation.

The Governor of Maharashtra on July 9,
2014, promulgated the Maharashtra State
Reservation (of seats for admissions in educa-
tional institutions in the State and for appoint-
ments or posts in the public services under
the State) for Educationally and Socially
Backward Category (ESBC) Ordinance, 2014.
This was replaced with the ESBC Act of 2014
(Maharashtra Act No. 1 0f2015). The Bombay
High Court in 2015 stayed implementation
of this Act, which has now been upheld.

Quantifiable data

In 2017, a reference was made to the
Maharashtra Backward Class Commission.
Whenits chairman Justice S BMhase passed
away, he was replaced with Justice M G
Gaikwad in November 2017. The Gaikwad
Commission report submitted on November
15,2018, found that Marathas are socially, ed-
ucationally and economically backward and
eligible to be included as a Backward Class.

The High Court expressed its satisfaction
on the authenticity of the data in the report.
The court also discussed at length through
comparative tabular analysis why denial of
Backward Class status to Marathas by earlier
Commissions was wrong.

In social backwardness, the Gaikwad
Commission found that 76.86% of Maratha
families are engaged in agriculture and agri-
cultural labour, around 70% live in kachcha
dwellings, and only 35.39% have personal tap
water connections. In educational backward-
ness, it found that 13.42% of Marathas are il-
literate, 35.31% primary educated, 43.79%
HSCand SSC, 6.71% undergraduates and just
0.77% postgraduates and professionally qual-
ified. In economic backwardness, the
Commission found that 93% Maratha fami-
lies have an annual income of Rs 1 lakh;
37.38% families are Below Poverty Line
against the state average of 24.2%, and 71%
own less than 2.5 acres land.

Share in population

Based on its estimate of the Maratha pop-
ulation at 30% of Maharashtra’s total, the
Commission had suggested for 12% and 13%
reservation to Marathas but the state gov-
ernment of its own adopted 16% reservation.
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The Commission found that Marathas are
about 30% of the state’s population. The court
rejected the argument of the petitioners who
had argued that 30% is not mathematically
correct. If the population of SCs is 13%, that
of STsis 11%, and that of OBCs as per Mandal
Commission is 52% and if Maratha is added
as 30%, it would take the total population
over 100%, the petitioners had argued.

Breach of 50% ceiling
Though B R Ambedkar said in the

Constituent Assembly that reservation must

be confined to a minority of seats, the
Constitution does not mention such a ceil-
ing. The judgment quoted Indira Sawhney
(1992) and other judgments to say that the
Supreme Court permitted going beyond 50%
in extraordinary circumstances, and this

limit is not exhaustive of all categories of

reservation. The High Court relied on Indira
Sawhney which had laid down that “while
50% shall be the rule, it is necessary not to
put out of consideration certain extraordi-

nary situations inherent in the great diver-
sity of this country and the people. It might
happen that in far-flung and remote areas
the population inhabiting those areas might,
on account of their being out of the main-
stream of national life and in view of condi-
tions peculiar to and characteristic to them,
need to be treated in a different way, some
relaxation in this strict rule may become im-
perative. In doing so, extreme caution is to
be exercised and a special case made out.”

Insome cases, the courts have not permit-
ted even 1% reservation in excess of 50%, for
example Muslim reservation in undivided
Andhra Pradesh. Neither is Maharashtra re-
mote or far-flung, nor are Marathas seen as
being out of the national mainstream. This
portion of the High Court judgment will be
challenged in the Supreme Court.

Here the court accepted the Gaikwad
Commission’s recommendation that 85% peo-
ple of the state have now become backward
with the inclusion of 30% Marathas and thus
are entitled to affirmative action. If the 50% rule
is followed, the miniscule forward classes will
benefit and their domination will continue.

Separate Backward Class

Since 346 castes are already in the OBC
list and entitled to 19% reservation, the court
held that adding Marathas with 30% popula-
tion will not be appropriate. Marathas will
then take away the major chunk of seats, and
it will adversely affect the interests of exist-
ing OBCs. Relying on Indira Sawhney where
the Supreme Court had permitted classifica-
tion between ‘backward’ and ‘most back-
ward’, the High Court approved the creation
of a new class for Marathas.

The court also rejected the argument that
Socially & Educationally Backward Class is
now at par with SC and ST and comparison
of Article 341 and 342 with Article 342A, in-
serted with effect from August 15, 2018,
means that this particular class will receive
recognition only in the manner set outin the
Constitution i.e. Article 342A. The court ob-
served that the 102nd Constitutional
Amendment has not taken over the powers of
the state to set up its own Backward Classes
Commissions and states may validly make
reservations without the concurrence of
National Commission for Backward Classes
or Presidential order for inclusion of any caste.

The interim order

The court rejected the argument that the
Maratha reservation is an overruling of the
interim order by Bombay High Court in the
case of Sanjeet Shukla which had held thatin
the absence of quantifiable data before cat-
egorizsng the Maratha community as a back-
ward class, the increase in reservation was
not justiciable. The latest judgment upheld
the reservation as a legitimate exercise of leg-
islative power as the government has now
collected quantifiable data and analysed it .
With this exercise, the judgment concluded,
the very basis of the interim order had been
validly removed.

The judgment will open the floodgates
for reservation in favour of dominant castes
inother states. If at all there was a legitimate
reason to go beyond 50% reservation, as in
the case of Tamil Naduy, it could have been in-
serted in the Ninth Schedule of the
Constitution.

The writer is a well-known expert in
constitutional law

The geopolitics of Indo-Pacific: how India and others interpret the term

NIRUPAMA SUBRAMANIAN
MUMBAI, JUNE 30

THE TERM “Indo-Pacific” has featured
during the just-concluded G20 summit as
well as during US Secretary of State
Michael Pompeo's recent visit to Delhi.
Geographically, the Indo-Pacific refers to
the Indian and the Pacific Oceans between
the east coast of Africa and the American
west coast and their several littoral coun-
tries. As a term to denote an economic
and strategic community, it has been in
use among scholars of international rela-
tions and geopolitics since the first decade
of this century, around the same time as
China's rise. The earliest it was noticed
was in a paper written by Gurpreet
Khurana, an Indian naval officer, on the
congruence between Japanese and Indian
strategic interests in protecting sea routes
for energy security. On a visit to India in
2007, Japanese Prime Miister Shinzo Abe
did not use the exact term, but spoke of a
“broader Asia” in the “Confluence of Two
Seas”.

“The Pacific and the Indian Oceans are
now bringing about a dynamic coupling as
seas of freedom and of prosperity. A
'broader Asia’ that broke away geographi-
cal boundaries is now beginning to take on
a distinct form. Our two countries have the
ability — and the responsibility — to ensure
that it broadens yet further and to nurture

and enrich these seas to become seas of
clearest transparence,” Abe said then.

Gaining currency

It was as Australia began reimagining its
security and trade polices through a new
regional lens in 2011-2102, that Indo-Pacific
became its way to position itself to play a
larger role in Asia, as an ally of the US and
Japan, and as a country with friendly ties
with China, India, Indonesia and South
Korea among others. Atthe end of 2012, the
Julia Gillard government brought out a
White Paper on ‘Australia and the Asian
century’, following it with a national secu-
rity policy document, ‘Strong and Secure -
A Strategy for Australia’s National Interest’
atthe beginning of 2013. Both dealt in detail
with the term Indo-Pacific. This is what the
White Paper had to say about it; “Some ob-
servers have raised a new ‘Indo-Pacific’ con-
ception of the Asian region. Under such a
conception, the western Pacific Ocean and
the Indian Ocean would come to be consid-
ered as one strategic arc. This conception is
being driven by the increased economic in-
teraction between South, Northeast and
Southeast Asia and the importance of the
lines of energy supply to Asia from the
Middle East.”

Though Australia embraced the term
wholeheartedly, its widespread use in in-
ternational diplomacy came five years later,
after an October 2017 speech on US-India
relations by former US Secretary of State

External Affairs Minister S Jaishankar with visiting US Secretary of State Mike
Pompeo in Delhi on June 26. Jaishankar said the point he made was that the
Indo-Pacific is ‘for something, not against somebody’. Reuters

Rex Tillerson, who spoke of a partnership
between the two countries in the interests
of a “free and open Indo-Pacific”. He spoke
of India as more reliable than China: “We
need to collaborate with India to ensure that
the Indo-Pacific is increasingly a place of
peace, stability, and growing prosperity—
so that it does not become a region of disor-
der, conflict, and predatory economics.”
India lavished praise on the speech, de-
livered at the height of the Delhi-Beijing ten-
sions over several issues — the Doklam mil-

itary standoff, the China-Pakistan Economic
Corridor running through Pakistan-
Occupied Kashmir,and more generally over
the entire Chinese Belt and Road Initiative.
By the next year, Indo-Pacific was being
used more frequently by the Trump
Administration, entirely replacing the earlier
“Asia-Pacific”,amove recognised by analysts
from Delhi and Beijing to Tokyo and Canberra
as redefining the region away from China's
economic and strategic dominance.
Already in the US National Security

Strategy of 2017, the Indo-Pacific had been
described as a region where “geopolitical
competition between free and repressive
visions of world order is taking place” -
China and North Korea on one side and all
others on the other.

Cautious India

The move away from Asia-Pacific also
seemed to elevate India to a position of
prominence in the region, as a US ally that
would help to contain China's dominance.
Towards this end, the adoption of the term
also appeared to challenge India to play a
larger role in the region, for instance in the
Quad, or the Quadrilateral Security Dialogue
that informally brings together for strate-
gic talks and military exercises, the US,
Japan, Australia and India.

But India, quite aware of the inherent
dangers of posturing in the region, has
sought to bring its own vision to the defini-
tion of Indo-Pacific.

In June 2018, at the Shangri La Dialogue
in Singapore, Prime Minister Narendra
Modi said: “The Indo-Pacificis a natural re-
gion. Itis also home to a vast array of global
opportunities and challenges... The ten
countries of South East Asia connect the two
great oceans in both the geographical and
civilisational sense. Inclusiveness, openness
and ASEAN centrality and unity, therefore,
lie at the heart of the new Indo-Pacific. India
does not see the Indo-Pacific Region as a
strategy or as a club of limited members.
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BECAUSE THE TRUTH

INVOLVES US ALL

THE G-20 OUTING

PM Modi’s engagement with world leaders underlined
pragmatism and resilience of ties, disproved narratives of crisis

his year’s annual G-20 summit held in Osaka, Japan, offered an expansive stage
for Prime Minister Narendra Modi to kickstart his second international innings.
If his first outing after the general elections — which gave him a massive man-
date — to Maldives and Sri Lanka was about India’s maritime neighbourhood,
the three-day sojourn in Osaka provided an occasion to engage many of his global peers in
multiple formats and address burning international questions. Launched in 2008 to cope with
the global financial crisis, the G-20 has now become a forum for the discussion of all major in-
ternational issues and a venue for bilateral exchanges between the world’s top leaders.
Modi’s meeting with the US President, Donald Trump, underlined the essential resilience
of India’s strategic partnership with the United States. It disproved the recent narrative that
the relationship is in a crisis amidst a large number of contentions including trade, 5G, Iran
and Russia. Trump’s tweet, hours before he met Modi, demanding that Delhi withdraw its re-
taliatory tariffs against American duties on steel and aluminium imports, seemed to confirm
the new volatility in bilateral relations. Official readouts from Modi’s meeting with Trump sug-
gested a more business-like discussion. The two leaders agreed to initiate high-level talks to
resolve trade disputes and discussed potential collaboration on 5G technologies. The discus-
sion on the Gulf offered the PM an opportunity to lay out India’s interests in oil price stabil-
ity and its contributions to regional security. Besides the bilateral meeting with Trump, Modi
also satdown for a brief trilateral chat with the US President and the Japanese PM, Shinzo Abe.
Even as he sought to institutionalise the trilateral engagement with the US and Japan,
Modi met with Presidents Xi Jinping and Vladimir Putin in a trilateral format and again, in a
broader BRICS format, with the presidents of Brazil and South Africa. This must not, how-
ever, be seen as some kind of a return to non-alignment. It merely reflects India’s necessary
pragmatism amid the current fluidity in great power relations. This was reflected in the ef-
fort by Xi and Trump to pause their trade war. Equally important was the fact that Russia,
China and Brazil were happy to thunder against the US at the BRICS forum, but had no prob-
lem joining the Osaka Declaration on cross-border data flows sponsored by Japan. India de-
cided to absent itself at the discussion on data along with Indonesia and South Africa. India’s
sherpa to the G-20, Suresh Prabhu, would not explain the decision except stating that the
reasons for India’s abstention had been conveyed to the Japanese leadership. On the face of
it,the abstentionis of a piece with India’s recent drift to so-called “data nationalism”. However,
given the growing centrality of the digital economy for India’s growth and Modi’s visible iso-
lation at Osaka, Delhi must take a fresh look at the assumptions behind its current approaches
to data governance.

IMPUNITY IN INDORE

Akash Vijayvargiya’s attack on a municipal officer, local BJP’s
celebration, high command’s silence, send out disturbing signals

kash Vijayvargiya, the 34-year-old MLA from Indore, and BJP general secretary

Kailash Vijayvargiya’s son, says he does not feel either guilty or embarrassed

for assaulting, in public view, Indore Municipal Corporation officer, Dhirendra

ayas, witha cricket bat. For Akash, the attack was “in the publicinterest”. There

is more than one reason why this incident and its aftermath is scandalous and should be

seen to be so. First, an elected official assaulting a municipal officer shows, at its core, a disre-

spect for the administration, the front-line officials who form the backbone of governance.

Second, that the local BJP unit has chosen to brazen out the assault, even celebrate it, indicates

adisturbing mindsetin a constitutional democracy: An elected legislator can flaunt the peo-
ple’s mandate to take on the rule of law, hit it out of the park with a cricket bat.

Outon bail, the MLA's justification has been that municipal officials “dragged women by
their feet” from a building that was set to be demolished. While the attack has been caught
on camera, Akash’s allegations have not been proved. And even if they were true, a person
holding constitutional office must know that it is for the police and the judiciary to investi-
gate and pass judgment on criminal matters. His actions also betray a lack of confidence in
his own party — the Indore Municipal Corporation is controlled by the BJP and the matter
could surely have been looked into without resorting to violence. The building in question had
been marked for demolition more than a year ago, as the dilapidated structure has been as-
sessed as too fragile and dangerous for human habitation. By attacking an official for doing
his job, the BJP MLA has further derailed the already fraught exercise of urban governance.
InMay 2018, for instance, an assistant town planner in Himachal Pradesh was shot dead for
enforcing the demolition of buildings flouting construction laws. Now, after the assault, Bayas
has received threats and asked for police protection.

The local BJP’s celebration of the lumpenism on display in Indore is at odds with its out-
rage at political violence in West Bengal, where it made remarkable gains in the Lok Sabha
elections. There, Kailash Vijayvargiya, as the party official in charge of the state, has led the
charge against the Trinamool Congress for allegedly subverting the rule of law. The first prin-
ciples behind that argument also apply to Madhya Pradesh and Indore. When elected rep-
resentatives, leaders of their party, place themselves at odds with the administration in a vi-
olent manner, they send a message that trickles down to the grassroots political worker —
that the instruments of the state can be subverted for political mileage. And that civil behav-
iour and basic public morality can be discarded with impunity.
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WORDLY WISE

SPEAK SOFTLY AND CARRY A BIG STICK,

YOU WILL GO FAR.
— THEODORE ROOSEVELT

Be soft, smart and quiet

India should use the diplomatic tools at its disposal
to help de-escalate US-Iran tensions
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VIKRAM S MEHTA

“THE MOST COMMON form of human stu-
pidity is forgetting what one is trying to do.”
This Nietzschean aphorism finds sharp affir-
mation in the behaviour of the leaders of the
US and Iran today. Both have forgotten what
they are trying to achieve but both are en-
gaged in verbal, economic and physical joust-
ing that is generating sparks that could light
up aregional bonfire. India would be severely
impacted in such an event. Our leaders face
a policy dilemma. Should they use their
“soft” power to try and snuff out the sparks
but risk an embarrassing rebuff? Or should
they stay on the sidelines in the hope that
disaster will not prevail? It is my view that
the Indian government should do the former.
It should deploy the “quiet” power of diplo-
macy to pre-empt the consequences of hu-
man stupidity.

The signals emanating from Washington
DC and Tehran are confusing and blurred.
They suggest that the leaders in these two
cities have lost sight of their vital objectives.

Donald Trump says he does not want
war; that he is not looking for a regime
change but only a tighter nuclear agreement.
He says his objective is to ensure Iran will
never acquire the capability to develop nu-
clear weapons. But he has also tweeted the
word “obliterate” to define the range of op-
tions that remain on his table and his
National Security Advisor, John Bolton, and
Secretary of State Mike Pompeo, have stated
that war is an option. And that their preferred
outcome is indeed regime change.

The Iranians are also conveying mixed
messages. Their elected leadership wants to
exercise “strategic moderation” and remain
compliant with the JCPOA. They are hopeful
that with the support of the Germans and the
French, the crisis can be settled through nego-
tiation. The Islamic Revolutionary Guard
Corps (IRGC), on the other hand, wants the
government to breach the uranium stockpile
limits agreed to in the JCPOA (the 2015 Iran
nuclear deal)and to enrich uranium to 20 per
cent purity (whichis just one step away from
weapons grade material).They also want to

The question, then, for India
is: Should it allow history to
repeat itself? Or should it
make an effort to stave off
disaster beyond the
opportunistic bilateral
discussions that it has
already had with Pompeo
and Trump. In my view it
should take that extra step.
This is not simply to
safeguard its economic
interests. It is also because it
is strongly placed to arrest
this dangerous drift. India
has long-standing historical
and cultural links with the
Middle East and in
particular with Iran. Prime
Minister Narendra Modi has
enhanced international
stature because of his
massive electoral victory and
strong personal relations
with his counterparts in the
area.

signal through direct and indirect action that
they will not be bullied by the Americans. The
Ayatollahs generally keep their cards close to
their chest but given that the Iranian econ-
omy is in free fall — the GDP fell by 4 per cent
last year and an additional 6 per cent this year;
inflation is running at 30 per cent; food is in
short supply; the currency is on skids and un-
employmentis at record highs — they too are
inclined to play the US “Satanic” card to di-
vert public attention from the domestic crisis.

There is an explanation for this political
amnesia. The leaders are wrestling to recon-
cile their international priorities with their
domestic constituencies. The problem s that
in the process, they are pushing the region
towards large-scale conflict. And thatis why
their actions fit so neatly into the Nietzchean
mould of stupidity.

Students of military history will not be
surprised by this drift towards war. Trump
is, alas, no such scholar. Had he been so, he
might have remembered the forewarning
contained in the unfinished magnum opus
of the Prussian General Von Clausewitz, Vom
Kriege (On War), that “three quarters of the
factors on which war is based are wrapped in
afog of greater or lesser uncertainty”. He may
have noted the mind-boggling confirmation
of this observation in the memoirs of the for-
mer Defence Secretary, Robert McNamara,
who wrote “President Johnson authorised
the bombing (of North Vietnam ) in response
towhat he thought had been a second attack
that had NOT occurred”. The “attack” refer-
enced was on the US Destroyer USS Maddox
by North Vietnamese patrol boats on August
4, 1964, in the international waters of the
Gulf of Tonkin. Two days earlier, the Maddox
had been attacked by the North Vietnamese.
The report of a second attack inflamed the
US Congress, which then passed the Gulf of
Tonkin resolution — a de facto declaration of
war against the North Vietnamese. It was
later established that the report of a second
attack was erroneous. This is difficult to be-
lieve but this means that the US went to war
in Vietnam on the basis of erroneous intelli-

gence.

The US-Iran stand-off is wrapped in a “fog
of uncertainty”. No one really knows what
will happen but what we do know, based on
our reading of Clausewitz and understanding
of history, is that it could take no more than
a false report, a miscalculation or simply an
accident for the region to conflagrate into vi-
olent conflict.

India would be severely impacted in such
anevent. Itimports 65 per cent of its crude oil
from the region. Conflict would disrupt its oil
supply lines and harden oil prices. Moreover,
there are approximately eight million nation-
als living and working in the area. Many of
them would need to be evacuated. This
would present a major logistical challenge.
But most worrying, and beyond these im-
mediate ramifications, is that India and
Indians would feel the tremors of the after-
math of such a conflict for a long time.

The question, then, for India is: Should it
allow history to repeat itself? Or should it
make an effort to stave off disaster beyond
the opportunistic bilateral discussions with
Pompeo and Trump. In my view it should
take that extra step. This is not simply to safe-
guard its economic interests. It is also be-
cause it is strongly placed to arrest this dan-
gerous drift. India has long-standing
historical and cultural links with the Middle
East and in particular with Iran. Prime
Minister Narendra Modi has enhanced in-
ternational stature because of his massive
electoral victory and strong personal rela-
tions with his counterparts in the area. And
Foreign Minister S Jaishankaris a superb and
world-class diplomat. Together, this makes
for arare combination of “soft”, “smart” and
“quiet” power. India should deploy this com-
bination towards one objective. To persuade
Iran to revert to its original position of re-
maining within the framework of the JCPOA
and to deny the hardliners on the American
side the raison d’etre for escalation.

The writer is chairman and senior fellow,
Brookings India
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Reservation has failed to address social inequities, create opportunities for all

M RAJIVLOCHAN

RESERVATION HAS PROVED to be one of the
most useless of strategies to provide social
equality, justice and opportunity. Indians re-
main bound to each other in mutual con-
tempt in the name of caste. Reservation was
supposed to provide more equitable access
to scarce resources in education and employ-
ment. However, the lack of educational and
employment resources was, and remains, so
intense that instead of reducing caste dis-
crimination it has unintentionally sucked out
hope. Everyone feels cheated. Those who
benefit from it and those who do not.

If the research of professors Sukhadeo
Thorat, Gopal Gury, Jean Dreze and their as-
sociates is anything to go by, then one of the
consequences of reservation has been that
far from being empowered, those who use
reservation to enter the portals of higher ed-
ucation and corresponding employment,
continue to suffer from low self-esteem, and,
problems of asserting themselves in public
life. People have even succeeded in replicat-
ing the same inequalities, indignities and
unfairness, to fight which reservations had
been provided in the first place. Privileged
groups have come into existence which cor-
ner all the benefits of reservation. Women
continue to be doubly disempowered
within the reserved category, and targeted
by families for marrying into a lower caste.
Reservation seems to have done little to
make society more equitable and fair, or in
providing people with enough opportuni-
ties to grow out of the pernicious system of
mutual contempt that goes by the name of

Those who use reservation
to enter the portals of higher
education and
corresponding employment,
continue to suffer from low
self-esteem, and, problems of
asserting themselves in
public life. People have even
succeeded in replicating the
same inequalities, indignities
and unfairness, to fight
which reservations had been
provided in the first place.
Privileged groups have come
into existence which corner
all the benefits of
reservation.

the caste system in India.

It was in October 1951 that Babasaheb
Ambedkar had included the promise of
reservation in institutions of higher educa-
tion in the manifesto of his All India
Scheduled Castes Federation. He had argued
that “advanced education of (a) high order,
both in this country and outside, will enable
these classes to fit themselves for taking hold
of administration”. He promised to provide
reservation in government appointments
since “the services have become the monop-
oly of a few communities”. This, Ambedkar
said, had created great enmity between the
“higher classes” and the “lower classes”
which resulted in “murders, arson and loot
that were committed by members of the
lower classes against members of the higher
classes in 1948 in certain parts of India after
the murder of Mr Gandhi.”

Giving “the lower classes higher educa-
tion and to open to them the door of services
is the only solution of this problem,”
Ambedkar would say as he laid out his
scheme toraise “the lower classes to the level
of the higher classes in the matter of educa-
tion”. This was in sync with the spirit of
Articles 340, 341 and 342 of the Constitution
that enjoined upon the government to make
special efforts to “improve the conditions of
the socially and educationally backward
classes” in India.

It is a matter of fact that Ambedkar’s
party was comprehensively defeated in the
elections that followed. Nevertheless, notic-
ing the misuse to which caste could be put

by the existing power holders in India, on
August 21, 1955, the meeting of the
Working Committee of the All India
Scheduled Castes Federation unanimously
passed a resolution that “the provision for
the reservation of seats for the Scheduled
Castes in Parliament, in State Assemblies,
in Municipalities and District and Local
Boards be done away with immediately
even before the next election”.

The Congress government which came
to power implemented reservation in gov-
ernment employment and in higher educa-
tion, and decided to ignore Ambedkar’s opin-
ion on abolishing reserved seats in elected
bodies. Seventy years have passed since then.
Cases of murder, arson and loot by those
whom Ambedkar called the lower class
against the upper class have not been heard
of. Rather, the opposite. There has been con-
siderable empowerment of those from the
lower castes. So much so that the successful
among them have even created a Dalit
Chamber of Commerce to help Dalit busi-
nesses understand and navigate the compli-
cated and inefficient system of laws and reg-
ulations that hampers India. But this
empowerment was not the result of reser-
vation but of individual effort and opportu-
nities. Creating more opportunities for every-
one continues to remain the weakest link in
India’s journey towards becoming a more
equitable society.

The writer is professor, Contemporary
History, Panjab University, Chandigarh
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DEFENCE PACKAGE

THE GOVERNMENT ANNOUNCED a package
of decisions to improve the terms and condi-
tions of service of the members of the three
armed forces. These include a longer tenure
of service for jawans, airmen and sailors,
broadening avenues of promotion for
jawans, NCOs, JCOs and commissioned offi-
cers of the rank of majors and squadron lead-
ers,and liberalisation of “two years” rank rule
benefiting the armed forces personnel in the
matter of pension, rehabilitation and welfare
measures In March last, Defence Minister
Jagjivan Ram had announced that in order to
deal with problems of congestion in the
ranks of majors and squadron leaders, a spe-

cial exercise had been undertaken to devise
appropriate and urgent solutions for these
and some related problems.

DEMONETISATION

DEMONETISATION OF RS 100 notes was
widely rumoured in New Delhi on June 30.
Anxious enquiries poured in from Bombay
too. The possibility of such a step by the gov-
ernment to contain the price spiral and bring
out black money could not be discounted. The
present situation is such that palliatives like
credit squeeze or controls would not do. The
government cannot escape further increases
in prices of coal and petroleum products. In
these circumstances, demonetisation of Rs

100-rupee notes would substantially curtail
liquidity of money in circulation. However,
the measure could pose a tremendous ad-
ministrative task for banking agencies.

INDIGENOUS SATELLITE

A COMPLETELY INDIGENOUS satellite,
“Apple”, will be launched in the middle of
the next year, according to the Indian Space
Research Organisation (ISRO) chairman S
Dhavan. In a congratulatory message on the
completion of the two-year Satellite
Telecommunications Experiments Project
(STEP) in Ahmedabad, Dhavan said the ex-
periment had been an important landmark
in satellite communications.
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THE VISIONARY INITIATIVE of Digital India
was launched by Prime Minister Narendra
Modi on July 1, 2015. Digital India strives to
bring inclusive growth and bridge the digital
divide by leveraging technology solutions that
are low cost, developmental, transformative
and designed to empower ordinary Indians.
Four years down the line, the success of Digital
Indiais finding global resonance and its trans-
formative character is being appreciated.

One of the largest digital infrastructures
of the world was conceived to connect all the
250,000 gram panchayats by a high-speed
optical fibre network. Today with 3.40 lakh
km of optical fibre laid, Bharat Net has
reached 1.29 lakh gram panchayats. India of
2019isrecognised as a country with the sec-
ond largest internet user base, and which of-
fers internet access, data and mobile at the
cheapest tariffs in the world.

Digital services being offered by the gov-
ernment as well as the private sector have im-
proved the life of every citizen. Gone are the
days when getting a mobile phone SIM would
require filling up forms, giving photocopies of
documents and then awaiting activation af-
ter the KYC process. Aadhaar-based eKYC has
made it easy to open bank accounts or to get
instant mobile SIMs without any paperwork.
There was a time when working profession-
als used to struggle to get their employee prov-
ident fund deposit transferred while switch-
ing companies for better prospects. The
Aadhaar-linked universal account number
(UAN) has made it a hassle free experience.
The eHospital services have made it easy to
take online appointments in 322 major hospi-
tals. The UMANG mobile app has created a
mega digital mobile platform where 362 serv-
ices of 18 states and the union government
canbe accessed in 13 Indian languages. Online
scholarships, e-Visa, soil health cards etc. have
made the delivery of services faster.

The trinity of Jan Dhan, Aadhaar and
Mobile (JAM) has facilitated direct benefit
transfers of financial entitlements of various
government schemes directly into the bank
accounts of beneficiaries. In the last five
years, a total of Rs 7.44 lakh crore have been
disbursed to beneficiaries of 439 schemes.
This has resulted in saving of Rs 1.41 lakh
crore of tax payers’ money by plugging leak-
ages, curbing corruption and eliminating
fake beneficiaries.

The world’s largest digital literacy pro-
gramme, the Pradhan Mantri Grameen
Digital Saksharta Abhiyan (PMGDISHA),
which aims to train six crore rural adults, has
trained 2.21 crore beneficiaries. During a dig-
ital interaction with the prime minister,
Poonam Sapera from Alwar district of
Rajasthan, who comes from an economically
and educationally backward community,
spoke confidently about her ability to send
emails and SMSs. This speaks of the profound
impact of Digital India on inclusive growth
and transformation of lives.

Asaretired soldier, Brahamanand livingin
Dhanauri Kalan village of Gautam Buddha
Nagar of Uttar Pradesh had never thought he
would get rid of the cost and inconvenience
of visiting abank branch in town every month
to withdraw his pension. Today Brahamanand
and many others withdraw their pensions
from common service centres in villages by
making a simple biometric authentication.
From merely 83,000 centresin 2014, common

A digital power

Creating a digital interface between government and citizens has helped curb corruption,
delays in service delivery. The next step involves digitising internal processes of government

services centres have not only grown toreach
3.761akh, but have also started offering a wide
variety of digital services like banking, insur-
ance, utility bill payment, pension, MGNREGA
wage payments, ticket booking, digital skilling,
public Wi-Hi in villages, tele-medicine serv-
ices and are playing a key role in developing
digital villages. This has created a new breed of
rural digital entrepreneurs across the coun-
try, and have created 12 lakh jobs locally.

Digital payments have grown at a stagger-
ing pace. The total number of digital payment
transactions made through various modesin
October 2016 was 79.67 crore. In March, 2019,
the total number of digital payment transac-
tions hit an all-time high of 332.34 crore.
India’s home grown fin-tech innovation,
BHIM-UPI, whose humble beginning in
December, 2016, is scaling new heights of pop-
ularity, and has registered 79.9 crore transac-
tions in the month of March, 2019.

To promote the IT industry beyond a few
big urban clusters, and to provide IT jobs to
youth in semi-urban areas, a humble begin-
ning was made under the BPO promotion
scheme. Today 202 BPO centres at 100 loca-
tions across India are working from towns like
Imphal, Kohima, Guwahati, Srinagar, Jammu,
Bareilly, Unnao, Muzaffarpur, Patna, Sangli and
Guntur giving jobs to thousands of young
men and women.

Electronics manufacturing in India has
doubled in last few years. India was home to
only two mobile phone manufacturing units
in 2014. But today;, it stands tall in the global
community as the second largest mobile
phone manufacturer, with 268 mobile hand-
setand accessories manufacturing units hav-
ing started functioning in last five years.

Building on the achievements of Digital
India in the last five years, the government
led by Prime Minister Narendra Modi aims
to scale up the digital revolution to a new
level in the coming years. The PM has al-
ready expressed his vision to develop India
into a $5 trillion economy by 2024. The
Ministry of Electronics and IT has also pre-
pared aroad-map to develop India as $1 tril-
lion digital economy.

Digital initiatives like smart cities, digi-
tisation of governance, digital villages, high
speed internet in every part of India, digital
inclusion and digital empowerment shall be
fueled by emerging technologies like the in-
ternet of things, data analytics and artificial
intelligence.

Creating a faceless, paperless, cashless
and digital interface between government
and citizens has immensely helped in curb-
ing corruption, delays in service delivery
and leakages. The next level of digitisation
in governance will strive to digitise internal
processes of the government. The use of
data analytics and artificial intelligence will

The trinity of Jan Dhan,
Aadhaar and Mobile (JAM)
has facilitated direct benefit
transfers of financial
entitlements of various
government schemes
directly into the bank
accounts of beneficiaries. In
the last five years, a total of
Rs 744 lakh crore have been
disbursed to beneficiaries of
439 schemes. This has
resulted in saving of Rs 141
lakh crore of tax payers’
money by plugging leakages,
curbing corruption and
eliminating fake
beneficiaries.

Suvajit Dey

also help in effective monitoring of per-
formance and develop system automation
for future.

We aim to set up one lakh digital villages
in the next couple of years. Digital villages will
offervarious citizen centric services in villages
and reduce the need for visiting towns for
their needs. For providing easy, economical
and reliable internet access to citizens the gov-
ernment is also working on a model to liber-
alise public Wi-Fi hotspot services, which may
revolutionise internet access in India.

The government led by the Prime
Minister Modi, has recognised the great po-
tential of startups in transforming the econ-
omy and unleashing tech-driven transfor-
mation. Besides friendly policies, the
government shall strive to explore more
ways to improve participation of India’s
startups in the digital transformation. Today
there are close to 19,000 startups in India, of
which about 7,000 are technology startups.
Many of these are unicorns, having a valua-
tion of over one billion dollar.

India’s growing digital profile has made it
a data powerhouse. Our government under-
stands the potential of data for creating a vi-
brant data economy and s using it forempow-
ering people while giving due respect to
privacy concerns. Soon we will bring a per-
sonal data protection law that will not only
address the privacy concerns of individuals,
curb misuse of personal data, but will also be
an enabler for creating a vibrant data econ-
omy. Data centres, data value addition, data
startups, data exchanges, dataanonymisation
would be some of the crucial elements of the
data economy, along with safeguarding the
data sovereignty of India.

Changes in the economy due to growing
digitisation is leading to changes in job roles,
skills and human resources. The digital
economy will also require frequent training
and retraining of human resources. Keeping
this in mind, the prime minister has
launched the Future Skills online platform
for training and retraining the country’s IT
workforce. Our government is working to-
wards developing a more effective ecosys-
tem for continuous skill development and
upgradation of our workforce.

India has taken a leap towards digital
transformation. Its successes in leveraging dig-
ital technologies for transforming governance
and lives of ordinary Indians is being appre-
ciated by the world. Building on this success,
we will take this digital revolution to a new
level for creating a strong, transparent and vi-
brant economy with rapid growth that is in-
clusive and empowering.

The writer is Union Minister for
Communications, Electronics and
Information Technology and Law and Justice

VIiEwW FROM THE
NEIGHBOURHOOD

A weekly look at the public conversations shaping ideas beyond borders — in the
Subcontinent. Curated by Aakash Joshi

JUDICIARY AND ARMY

WHILE MUCH of the conversationin and about
Pakistan’s curious de facto state structure has
centred around the relationship between the
civilian government and the army — whether
through coups or “remote controlling” the gov-
ernment — thereislittle discussion about the
relationship of the Pakistan “deep state” and
the country’s judiciary. An article by Faisal
Siddiqui in Dawn asks whether there are now
the beginnings of “judicial-military” conflict
in Pakistan. Siddiqui writes: “The judicial side
of this civil-military conflict has either been
denied by contending that the judiciary has
been the alleged ‘B team’ of the military or; if ac-
knowledged, the judicial-military conflict has
been perceived more as an aberrationand less
as an emerging trend. But is the judicial-mili-
tary conflictan emerging trend? And are there
any ways to mitigate this conflict?”

Till 1971, argues Siddiqui, Pakistan had a
“colonial minded but independent” judici-
ary. With bouts of military rule, the structural
conflict between the army and judiciary came
to the fore: “On one side, protection of
democracy and a democratic constitution
guaranteed the tremendous power of the ju-
diciary; on the other, the de facto power of
the military elite was fundamentally threat-
ened by both democracy and democratic
constitutionalism.”

With the “judicial murder” of Zulfikar Ali
Bhutto and the Islamic-military dictatorship
of Zia-ul Haq, collusion between the judiciary
and military became the norm. But since the
“judicial movement” of 2007-2009, this has
been changing. And lately, it seems the bench
is standing up again: “The Faizabad dharna
judgement dated Feb 6, 2019, authored by
Justice Isa, contains a summary of what he
thinks is wrong in Pakistan -- violation of cit-
izens’ fundamental rights, illegal tactics used
to achieve political agendas, lack of security
mechanisms to protect citizens, violation of
their constitutional role by the military and
intelligence agencies, violation of media in-
dependence and inaction of Pemra, the weak
role of the Election Commission and the mis-
use of Islam.”

Thejudiciary, with Justice Khosa, has been
arguing for a “dialogic approach” with the mil-
itary. And this could bode well for Pakistan be-
cause “the underlying purpose of this inter-in-
stitutional dialogue is to bolster
constitutionalism and the rule of law,
strengthen democracy and create conditions
forinter-institutional working towards the real
issues of the citizens of this great country”.

While such an approach may not make
sense to those from countries where the inde-
pendence of the judiciary is taken for granted,
itis rooted in Pakistan’s case in “legal realism,
which realises the destructiveness of an all-

out institutional conflict between different
state organs as well as the need for dialogue in
order toensure judicial independence, consti-
tutional democracy, human rights and effec-
tive state authority.”

GENERAL ECONOMIST

The June 30 editorial in Dawn takes um-
brage at Pakistan Army Chief General
Qamar Bajwa’s remarks about the eco-
nomic (mis)management of the country by
previous civilian governments and his en-
dorsement of the PTI government led by
Imran Khan.

Ina subtly-worded, but unmistakable in-
dictment, the editorial first gives credit to the
armed forces for dealing with extremist vio-
lence since the horrific Peshawar attack, and
securing in the last few years a “relative
peace”. But “nevertheless, recent terrorist in-
cidents point to the tenuous nature of those
gains”. It adds: “The military leadership
should not allow itself to be sidetracked from
its core responsibilities — which include
keeping the eastern and western borders se-
cure — and instead apply its energies to its
area of expertise. Maintaining the separation
of powers as defined in the Constitution
strengthens institutions and, in turn, the
overarching governance framework.
However, by endorsing the PTI government's

actions, the army chief is expressing an overt
political opinion.”

By appearing to be politically biased,
Bajwa has diminished the military, which
must be seen as above the political fray.
Second, the armed forces play an important
role in the conduct of elections in Pakistan,
and as such much appear and be impartial.

MIGRATION QUESTION

The June 27 editorial in The Daily Star
deals with a fundamental issue in
Bangladesh’s political economy, one which
is pertinent across South Asia, including
India. On the one hand, it argues, the remit-
tances from citizens working abroad pro-
vide an important economic resource, es-
pecially foreign exchange. On the other
hand, “the plight of those engaged in back-
breaking labour” overseas “remains
overlooked”.

The problems of migrant workers in-
clude being duped by agents, racism and
economic exploitation.

As afirst step, the editorial proposes that
government step in regulate the out-migra-
tion sector to secure the rights of such work-
ers. It must do so because it cannot “turn a
blind eye to the sufferings of the expatriate
workforce while continuing to be a benefi-
ciary of their hard work and sacrifices”.
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WHAT THE OTHERS SAY

“The Istanbul vote should bring Erdogan up short and cause him — and his
supporters — to ask whether they have created a viable path for the future.”

— THE WASHINGTON POST

Ecological dharma

Religious notions of indigenous communities in

India provide an unde

rstanding of the natural

order, and resources to resist its degradation

IN GOoOD FAITH

BY NAVINA JAFA

ASSERTION OF ENVIRONMENTAL citizen-
ship by the people of India is the need of
the hour. And it is the original citizens of
India, the Adivasi (first citizens), who have
had the courage to assert environment cit-
izenry, and deliberate Rta (Sanskrit for
“truth” or “order”) dharma. To protect their
forests and sacred hills, the indigenous for-
est communities organised protests initi-
ated by the Sanyukt Jansangraha Samiti
against the mining of Deposit 13 of the
Bailadila iron ore mine in Chhattisgarh’s
Dantewada district. It is similar to the upris-
ing a few years ago of the Dongria Kondhs
of Odisha who eventually won a David-
and-Goliath battle against mining giant
Vedanta Resources.

The Hindu Vedic principle of Rtadharma
—and similar principles in Sikhism, Sufism
and religious thoughts of other indigenous
communities in India — provides guidelines
to counter the irresponsible decisions made
in the name of development by govern-
ments and private stakeholders benefiting
from environmental clearances. In the book
The Work of Nations, author Robert Reich
states that the nation that judiciously man-
ages water, soil and other natural resources
will be the global success story.

The Hindu concept of Rta dharma, ex-
plained by Kapila Vatsyayan in her essay
‘Ecology and Indian Myth’, states that the
moral duty of communities is through
karma towards sustaining and maintain-
ing Rta (cosmic natural order). The same
thought is reiterated in the Guru Granth
Sahib: The book enunciates a concern for
the environment as an integrated approach
to life and nature by stating that air, water,
earth, and life — all originated from the True
Lord who resides in each one of us and re-
quires protection. Islamic scholar Sigrid
Nokel offers similar ideas through terms
such as fitra creation as natural order;
tawhid — that all things in the world are re-
lated to one another and are, as aspects of
God, valuable and worthy of preservation;
and, that khilafa refers to the role of
mankind as the trustee of creation.

The inherent culture of entrusting sa-
cred identities through the articulation of
beliefs, rituals, art and myths form collec-
tive memories and ownership to protect
the environment. The myth of Krishna pun-
ishing the serpent Kaliya, who polluted the
river Yamuna, is one example. This tradi-
tional wisdom in the semantics of devel-
opment is marginalised — building roads,

setting up industries, creating infrastruc-
ture spell short-term gains for the few and
apocalypse for humanity as a whole.

Culture is the human response to a ge-
ographical context that dictates the way
communities dress, eat, design houses, and
celebrate. Even the manner in which lan-
guage — sounds evolve —is inspired by nat-
ural environments. Social groups, tradition-
ally, create livelihoods by harnessing
available natural resources. Not factoring
cultural wisdom to conserve natural envi-
ronment impacts geographies and, in turn,
reconfigures cultural responses.

Consider the importance given to the
elements such as earth, water, air, and fire,
in Vedic hymns, and in gaathas or myths.
The tribal rising to protect their sacred
mountains in Chhattisgarh or Odisha, is a
recollection of the metaphor of the moun-
tain that symbolises the mythical centre
and the axis of the world as represented in
the idea of Meru and Kailash; it is a physi-
cal form that harbours water, soil and veg-
etation. “The disturbance in water, earth,
vegetation, river and mountain ecology
system has threatened all manner of life.
mythically, Seshnaga (the cosmic serpent
in the sea) upholds the earth.which is
threatened,” writes Vatsyayan.

The community ownership expressed
in the protests in Chhattisgarh requires du-
plication in many more areas. The ap-
proaching national water emergency “is
not because of lack of rains or water bodies,
but mismanagement of resources on the
ground,” says water warrior Farhad
Contractor. The Rtadharma towards water,
forinstance, is expressed inrituals to clean
waterbodies in Rajasthan and to appease
water spirits in Uttarakhand. Air pollution
defies the concept of Vayu, the god of pure
air, in the Vedic ethos. Cutting of trees, es-
calating construction without considera-
tion to secure water catchment areas or
aquifers, is letting loose the tamsic ener-
gies: Tamas, in Samkhya Hindu philosophy,
refers to a proclivity to generate sickness,
dullness and inertia. These gaathas needs to
retold and understood by the community
to assert environmental citizenry.

Citizens can no longer afford to wait for
governments to address these life-chang-
ing issues. To counter government schemes
which may create short-term jobs but lead
to long-term and permanent damage to
soil, water and land, there is only one alter-
native: Citizen action leading to commu-
nity governance through “prakriti panchay-
ats”. There are precedents — in 2009, the
Eco-Sikh Conclave strategised ways to ad-
dress individual responsibility through
groups. One-time protests such as the
Chipko Movement or individual groups’ up-
rising cannot be a permanent solution. A
systematic citizens’ network of environ-
ment panchayats to promote Rtadharmais
required. What is needed is the will to sup-
port, and to ensure, environmental protec-
tion for and by the people of India.

The writer is a cultural activist, an
academic and a performing artist

LETTER TO THE EDITOR

RURAL LEAP
THIS REFERS TO the article, ‘The right
convergence’ (IE, June 28). As per
Census 2011 data, an overwhelming
68.84 per cent of India’s population
lives in rural areas. The rural economy
has its own dynamics. Agriculture and
allied industries thus acquire utmost
significance. A functional synchronisa-
tion between all agriculture-related ad-
ministrative departments would result
ina better understanding of not just the
agricultural supply chain but also the
whole rural ecosystem. A thriving rural
economy can create employment op-
portunities not just for the rural areas
but also in the urban centres.

Sudip Kumar Dey, Kolkata

PAKISTAN’S PLOY?

THIS REFERS TO the editorial, ‘Past &
present’ (IE, June 28). Everyone knows
how Sikhs admire Ranjeet Singh and
take pride in his legacy. Pakistan first
started luring Sikhs with the opening
up of Kartarpur corridor and now a
bust of Ranjeet Singh has been un-
veiled in Lahore. While it may be a cyn-
ical approach, Pakistan’s moves must
not be taken at face value. With the
Pakistan government under fire from
the FATF over its terrorist training cen-
tres, the courting of Sikhs may be
meant to confuse India.

Bholey Bhardwaj, Mumbai

BUDGETING GROWTH

THIS REFERS TO the article, ‘A budget
wish list’ (IE, June 28). The forthcoming
budget will be keenly watched to see if
it suggests a roadmap to revive the
economy and address unemployment.
The writer has suggested a greatidea —
linking fresh employment with tax

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.
Letter writers should
mention their postal
address and phone number.

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

soaps to companies.
Bal Govind, Noida

TONGUE TIED

THIS REFERS TO the article, ‘Speaking
inmany tongues’ (IE, June 27). Students
of states where neither Hindi nor
English is the mother tongue have been
disadvantaged. In Gujarat, we have
been taught four languages and the re-
sult is we do not have mastery over a
single one. In addition, such a curricu-
lum leaves little space to learn maths
and science in school. Instead, students
should learn in their mother tongue and
be able to choose another language —
either English or Hindi.

Suchak D Patel, Ahmedabad




Among members
Glaring bilateral and global issues were
highlighted at the G-20 summit

s a forum, the G-20 is often watched more closely
AJfor the meetings the event affords on its side-
ines, than for substantive outcomes. The coun-
tries that make up the G-20 (19 nations and the Euro-
pean Union) account for 85% of the world’s nominal
GDP, and each has pressing issues it wishes to discuss
with other members on bilateral, plurilateral and multi-
lateral levels. Prime Minister Narendra Modi used the
occasion of the G-20 summit at Osaka for as many as 20
such meetings, including nine bilaterals, eight pull-
aside engagements, and of the Russia-India-China, Ja-
pan-U.S.-India and Brazil-Russia-India-China-South
Africa groupings. The most anticipated were President
Donald Trump’s meetings with his Chinese counterpart
Xi Jinping and Mr. Modi, given the escalation in trade
tensions. Both ended on a cordial note, but with no
breakthrough or “big deals”. The Indian and U.S. Com-
merce Ministers will sit down again, as they have on at
least three occasions in the past year, to try to resolve
the impasse over trade issues, and the U.S. and China
have called a halt to raising tariffs until they resolve is-
sues. Both come as a relief to India, given the impact of
those tensions on the national and global economies.
Mr. Modi raised several Indian concerns at the G-20 de-
liberations, including the need for cooperation on deal-
ing with serious economic offenders and fugitives, as
well as climate change funding. This found its way into
the final declaration. India sent a tough message by re-
fusing to attend the digital economy summit pushed by
Japanese Prime Minister Shinzo Abe, as his plan for “da-
ta free flow with trust”, included in the G-20 declara-
tion, runs counter to the Reserve Bank of India’s pro-
posed data localisation guidelines. The U.S. wrote in a
counter to the paragraph praising the Paris accord,
while trade protectionism was not mentioned in the
document. On issues such as ocean pollution manage-
ment, gender equality and concerted efforts to fight
corruption, the G-20 found consensus more easily.
With Saudi Arabia hosting the next G-20 in 2020, fol-
lowed by Italy in 2021, all eyes will soon turn to the
agenda India plans to highlight when it holds the G-20
summit in 2022. Many global challenges, such as cli-
mate change and its impact, the balance between the
needs for speed and national security with 5G networks
being introduced, as well as technology-driven terro-
rism, will become even more critical for the grouping,
and the government must articulate its line. India
should lead the exercise in making the G-20 more effec-
tive in dealing with some of the inequities in its system.
The G-20 is an important platform to discuss pressing
issues, and it must not be detracted from its original
purpose of promoting sustainable growth and financial
stability by grandstanding by one or two members.

New framework

The SEBI regulations for mutual funds
will help restore investor confidence

fter introducing a new standard framework for
credit rating agencies last month, the Securities

and Exchange Board of India came up with more
stringent regulations to govern the management of mu-
tual funds. The mutual fund industry came under its
scrutiny after some mutual funds in the last few months
had to postpone redemption of their fixed maturity
plans (FMPs). HDFC Mutual Fund and Kotak Mutual
Fund came to grief and had to roll over or proportion-
ately reduce redemption of their FMPs in April after
some Essel group companies failed to redeem their
non-convertible debentures where the funds had in-
vested. According to the new SEBI regulations, liquid
mutual fund schemes will have to invest at least 20% of
their funds in liquid assets like government securities.
They will be barred from investing more than 20% of
their total assets in any one sector; the current cap is
25%. When it comes to sectors like housing finance, the
limit is down to 10%. These measures are aimed to pre-
vent situations such as the one being witnessed now.
While the mandated investment in government securi-
ties will ensure a modicum of liquidity, the reduction in
sectoral concentration will discipline funds and force
them to diversify their risks. Some mutual funds en-
tered into standstill agreements with companies in
whose debt instruments the funds had invested. This is
not a welcome practice and goes against the interests of
investors in the mutual fund. SEBI has done the right
thing by banning funds from entering into such stand-
still agreements. Further, SEBI has required that assets
of mutual funds be valued on a mark-to-market basis in
order to better reflect the value of their investments.
While SEBI’s intent to deal with the risks within the
financial system is commendable, there could be unin-
tended consequences to the regulator’s actions — which
need watching. One of the new regulations introduced
by SEBI is to increase the exit load on short-term invest-
ments in liquid mutual funds to discourage sudden de-
mands for redemption. This could possibly hinder fund
flow into the bond market, which in India is already
quite undeveloped when compared to the rest of the
world. While SEBI is doing a commendable job in disci-
plining the markets and intermediaries, the larger ques-
tion is whether the regulator can really protect inves-
tors beyond a certain point. Market investments involve
risk, and investors seeking high returns may in fact be
willing to assume the increased risk that comes with
such investment. That said, what the regulator is prob-
ably more concerned about is the ripple effect of de-
faults and roll-overs on the system. Investor confidence
can be shaken by defaults and that will have conse-
quences for the economy. Viewed from this perspec-
tive, the regulator’s latest rules should be welcomed.

A thumbs down to unilateralism

The US.is acting in defiance of agreed rules to target Indias WTO-consistent policies

BISWAJIT DHAR

conomic relations between
Elndia and the United States

are on a knife-edge after the
U.S. took a series of unilateral ac-
tions against India’s exports, that
began in 2018, followed by India’s
recently announced retaliatory
move of increasing tariffs on 28
products imported from its largest
trade partner. As a result of these
developments, India has become
the Trump administration’s most
significant target after China.

No one could have summed up
the essence of the U.S.’s unhappi-
ness over India’s policies as well as
U.S. Secretary of State Mike Pom-
peo in his recent statement in New
Delhi. He said, “The United States
has been clear we seek greater
market access and the removal of
trade barriers in our economic re-
lationship.” Soon after, U.S. Presi-
dent Donald Trump sought with-
drawal of tariff increases effected
recently by India, saying that for
years, India has “put very high ta-
riffs against the United States”.
What needs to be noted is while si-
milar complaints have been made
by successive U.S. administrations
over the past few decades, the
tone and tenor of the Trump admi-
nistration has distinctly upped the
ante.

Some background

Let us recall some of the major in-
stances where the U.S. has ques-
tioned India’s trade and other re-
lated economic policies. In the
past, U.S. agencies — in particular,
the Office of the United States
Trade Representative (USTR) and
the United States International
Trade Commission (USITC) — have

“investigated” India’s trade poli-
cies, the conclusions of which
have been used by the administra-
tion to demand changes in policies
that would benefit American busi-
nesses. The latest demands stem
from two extensive USITC investi-
gations which were conducted
between 2013 and 2015 on India’s
trade, investment, and industrial
policies.

These investigations were car-
ried out at the request of the U.S.
House Committee on Ways and
Means and the U.S. Senate Com-
mittee on Finance “under section
332(g) of the Tariff Act of 1930 (19
U.S.C. 1332(g)) regarding Indian in-
dustrial policies that discriminate
against U.S. imports and invest-
ment for the sake of supporting In-
dian domestic industries, and the
effect that those barriers have on
the U.S. economy and U.S. jobs”.
The first of these investigations,
the report of which was submitted
towards the end of 2014, covered
only the opening months of the
first Narendra Modi government,
following which a second request
was made by the two Congression-
al Committees to investigate the
performance of the government in
its first year in office. This report
was submitted in September 2015.

Propriety and procedures

The main message that was con-
veyed by these investigations was
that American businesses strong
disapproved several of India’s key
policies on trade and investment
and that these policies had to be
amended. Although in 2014, the
USITC seemed to support the di-
rection of the Modi government’s
economic policies in its first few
months, in the second report,
which covered the government’s
first year in office, the familiar
tone of disagreement over India’s
trade and investment policies ap-
peared once again. The investiga-
tions conducted by the U.S. agen-
cies raise several issues of
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propriety, procedures and sub-
stance. These three dimensions
need to be understood well for this
is the only way in which the Go-
vernment of India can prepare ap-
propriate responses to the persis-
tent questioning by the U.S.
administration of its trade and in-
vestment policies.

The first is the issue of proprie-
ty. It is important to mention here
that all of India’s trade-related pol-
icies (which include intellectual
property rights that were investi-
gated and questioned in the two
USITC reports were done under
the cover of the U.S’s domestic
laws. This is tantamount to unilat-
eralism, the response to which
should be an unequivocal “no” in
this age of multilateralism, where
differences on policy issues bet-
ween sovereign countries must be
resolved in the appropriate multi-
lateral forums. The possibilities of
a stronger power using unilateral
means should be eliminated. It is
in this spirit that the General
Agreement on Tariffs and Trade
(GATT) was established as an inte-
gral part of the post-war global
economic governance. GATT was
replaced by the World Trade Or-
ganization (WTO) in 1995.

The areas that were investigated
by the USITC during the two inves-
tigations were also those that are
covered by the WTO. Therefore,
propriety and global trade rules
demanded that the concerns of

Adding value to a third innings

Finland wants to strengthen the European Union’s global leadership in climate action

¢
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ERIK AF HALLSTROM

ood governance, clean na-
Gture, a silent people, mid-
night sun, frosty winters,
heavy metal and saunas are some
of the features commonly associat-
ed with Finland and Finns. As Fin-
land’s Presidency of the Council of
the European Union (EU) begins
from July 1, the country has an op-
portunity to bring forth and pre-
sent the values it believes in.
Openness, transparency and
equality are not just words for
Finns; they are in Finland’s DNA.
Seeing these values increasingly
emerge in cooperation between
India and the European Union is
great news. Finland wants to
strengthen the EU as a global actor
and sees India as a key partner in
tackling global challenges. India

and the EU share the same values
of democracy, tolerance and a
strong rules-based international
order.

The union was formed to en-
sure peace and prosperity in Eu-
rope after the Second World War.
It began as purely economic coop-
eration between the six founding
member states. Today the EU is an
organisation with common laws
and regulations which span policy
areas from climate, environment
and health issues to external rela-
tions, justice and migration.

This is Finland’s third engage-
ment with the EU Council Presi-
dency. In 1999, its slogan was ‘Eu-
rope into the new Millennium’. In
2006 the integration of 10 new EU
member states was a cross-cutting
theme. The Presidency rotates
between the member states, and
the Finnish Presidency is preced-
ed by the Romanian Presidency
and succeeded by the Croatian
Presidency. The three countries
form a troika, agreeing on certain
principles together. While the Lis-
bon Treaty (2009) reduced the
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role of the Presidency, it is still im-
portant in trade, development
cooperation, enlargement, legal
and consular affairs. The task of
the Presidency is to bring forward
the EU agenda.

The buzzword

Sustainability runs through the
identity of Finland’s Presidency.
Delegates attending meetings in
Helsinki will be served organic,
and locally produced Finnish
food; the emphasis will be on ve-
getarian fare, with the use of plas-
tic reduced. Finland wants to lay
stress on the importance of a cir-
cular economy by replacing the
use of paper and plastic material
with digital applications and Fin-

American businesses about India’s
policies had to be addressed with-
in the WTO through consultations
among the members. The main
purpose of the GATT/WTO is to
provide a forum for the resolution
of disputes by following multilater-
ally agreed rules. The global com-
munity agrees that this would be
the best way of preventing coun-
tries from getting into trade wars,
which had pushed the global eco-
nomy into the depression of the
1930s. The only country disagree-
ing with this position is the U.S.; it
seems intent on pushing its trade
partners into trade wars.

Flawed step

Now to the procedure of conduct-
ing the investigations. This was
deeply flawed for it provided a
platform for vested interests in the
U.S. to make common cause
against India’s policies. What is
more, in these investigations, U.S.
government agencies have been
not only acting as the judge and
the jury but also actively engaged
in getting the findings of the inves-
tigations implemented.

As mentioned earlier, the sub-
stance of the investigations
touched trade-related issues that
are covered by the WTO agree-
ments. Since the establishment of
the WTO, India’s policies have
mostly been consistent with its
commitments; where they have
not been, other WTO members,
including the U.S., have ap-
proached the dispute settlement
body of the organisation to make
India fall in line.

The fact that the U.S. is not ap-
proaching the WTO to challenge
India’s trade and investment poli-
cies that American businesses find
detrimental to their interests im-
plies the following: India’s largest
trade partner is acting in defiance
of agreed rules to target India’s
WTO-consistent policies. Take, for
instance, India’s high tariffs which
have left Mr. Trump greatly per-

nish innovations. During Finland’s
six-month tenure, there will be six
informal ministerial meetings in
the country.

The implementation of the EU-
India Strategy is close to Finland’s
heart. The EU Council adopted the
strategy in November 2018. As an
ambitious document, it spells out
clear priorities to develop further
already excellent EU-India rela-
tions in sectors such as trade, ter-
rorism, defence, science and glo-
bal affairs. In New Delhi, the EU
delegation and member states will
implement the strategy together. It
goes without saying that Finland
hopes for a breakthrough in free
trade negotiations and a resump-
tion of the dialogue on human
rights.

The EU is complex by nature.
The responsibilities of the EU insti-
tutions and the member states
need to be explained repeatedly
and this applies to Finland and In-
dia. However, for Finns it is easy to
speak about the EU in positive
terms. Finland’s membership is a
value-based choice because it has
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turbed. These tariffs were agreed
to in the Uruguay Round negotia-
tions in consultation with all mem-
bers of the organisation. Moreov-
er, in the period since, India has
lowered tariffs on many agricultu-
ral and industrial products. Con-
trast this with the U.S’s position
wherein it continues to defend its
high levels of agricultural subsi-
dies which are used for lowering
commodity prices to levels at
which no other country can have
access to its domestic market.
Thus, the U.S. does not need tariffs
to protect its agriculture; it uses
subsidies, instead. The WTO also
informs us that the U.S. also uses
very high tariffs on tobacco
(350%), peanut (164%) and some
dairy products (118%).

What is at the core

The India-U.S. discord over trade
stems from a deep-seated desire of
U.S. businesses to have a bigger
footprint in the Indian economy,
and to achieve this goal, the admi-
nistration is stepping beyond legi-
timate means. This discord defies
Mr. Pompeo’s simplistic formula-
tion that “great friends are bound
to have disagreements”. In fact,
the basis of the discord lies in the
way the U.S. has been targeting In-
dia’s policies, disregarding the
rule of law. Early resolution of this
discord seems difficult as the U.S.
has decided to undermine the
WTO’s dispute settlement me-
chanism and walk down the path
of unilateralism instead. Under
these circumstances, the Govern-
ment of India would have focus on
two fronts: to remain engaged
with its largest trade partner and
to also engage actively with the
global community to make the
U.S. understand the imperatives of
arules-based trading system.

Biswajit Dhar is Professor, Centre for
Economic Studies and Planning, School of
Social Sciences, Jawaharlal Nehru
University, New Delhi

anchored the country permanent-
ly to the West. The support for the
EU is at a record high in Finland.
Its currency is the Euro. Further,
most Finns consider themselves
both Finnish and European. The
EU is a unique economic and polit-
ical union that binds 28 countries
together.

After the European parliamen-
tary elections that were held in
May 2019 in all 28 countries, a new
leadership and a new Commission
will be appointed. In addition,
there will be challenging issues
brought to the table during the six
months Finland holds the Council
Presidency. These include the
multi-annual budget, migration
and Brexit, the process of the Unit-
ed Kingdom’s departure from the
EU. Finland wants to deepen se-
curity cooperation in the EU. If at
the end of December, Finland has
contributed to this agenda having
been brought forward, then there
will be reason to be content.

Erik af Hdllstrom is Deputy Head of
Mission, Embassy of Finland, New Delhi
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A truce

The truce in the trade war
between the U.S. and China
which was arrived at on the
sidelines of the G20 summit
in Japan is a significant
development that the world
has been anxiously waiting
for (Page 1, “Trump, Xi seal
trade war truce”, June 30).
The Trump
administration’s aggressive
trade policies have the
potential to result in
unwarranted economic
consequences at a time
when the world economy is
already sluggish. Short-
sighted moves to protect
existing jobs may result in a
failure to create new jobs.

N. SADHASIVA REDDY,
Bengaluru

On the RBI

That the Reserve Bank of
India is under compulsions,
in terms of directives issued
by the government under
provisions of the RBI Act, to
maintain inflation at 4% (*/-
2) for a five-year period
(2016-2021) and is
accountable for any breach
on this count needs to be
appreciated before putting
it in the dock for its
obsession with inflation
targeting (Editorial page,

“Even central banks need
‘capital’ infusion, June 29).
The ball is in the
government’s court. A
similar obligation is cast by
the FRBM Act on the
government to have the
fiscal deficit in check. Both
prescriptions are essentially
political with ideological
underpinnings. At the
present juncture, when
there is a need to accelerate
growth and employment, a
strong case exists to recast
the straightjacket approach.
However, it would be
unrealistic to expect such a
move from a dispensation
which is preoccupied with
GDP growth, ease of doing
business and looking to the
West for policy
prescriptions.

MANOHAR ALEMBATH,
Kannur, Kerala

Negligence

It is unacceptable that a
fundamental procedure of
infusing the same type of
blood, for which the patient
was tested, was grossly
overlooked at the
Anantapur Government
General Hospital in Andhra
Pradesh (“Transfusion of
wrong blood type kills
woman”, June 30). How do

patients repose their
confidence in our medical
services? Many readers will
not forget the incident
where a woman was
administered HIV-infected
blood, again due to sheer
medical negligence.

D. SETHURAMAN,
Chennai

Demolition drive

The move by the Andhra
Pradesh government to
bring down a structure,
Praja Vedika, built by TDP
leader N. Chandrababu
Naidu, seems to be one
taken in haste (“Hall built
by Naidu demolished”, June
27). Chief Minister Y.S.
Jagan Mohan Reddy could
have used the facility for an
indoor sports centre, a
library or leased it to a
private party. It is all about
the wastage of public
money. Mr. Jagan Reddy’s
party has been given a
massive mandate but along
with this should be a
demonstration of good
sense.

G. VENKATAKUPPUSWAMY,
Bengaluru

= [t may be true that the
structure built under the
Naidu regime flouted norms.

But what is important too is
who will reimburse the
taxpayer’s money and who
decides that demolition is
the only way out. The
structure could have been
used in a better way — a
home for destitutes or the
disabled, as an orphanage, as
an old age home or even as a
rehabilitation centre. The
haste with which the
decision was made raises
questions.

SHRIKANTH KOLATHAYA,
Puttur, Karnataka

® Perhaps rules do not insist
on fixing accountability and
punishing the culprits for
causing a loss to the
exchequer. If, according to
the explanation now, the
sprawling hall is one among
various structures that
violated the River
Conservancy Act and orders
from the National Green
Tribunal, the wrong-doings
by the previous government
should be subject to legal
scrutiny. People have a right
to know who authorised the
constructions and under
what circumstances. There
are hundreds of
unauthorised structures
across India that are
examples of the flouting of

various rules. If one or more
structures can be saved
without a major setback to
the ecology, a substantial loss
can be eliminated. Prima
facie the demolitions seem
more political than
ecological.

P.R.V. RAJA,
Pandalam, Kerala

Retired life

Retirement should at best be
a comma and never a full
stop (Open Page, “Post-
retirement blues, paths”,
June 30). While ageing is a
continuous process, it is the
state of the mind that really
matters; one should be able
to relish one’s retirement
years with as much joy as
one did the first flush of
youth and middle age. The
secret of true bliss post-
retirement is to avoid an idle
mind. There are several
avenues in today’s world for
those who have retired. In

my case after serving a bank
for nearly four decades I
have taken to writing, which
I find rewarding. The joints
might creak, one’s hair might
turn grey but if your spirits
are buoyant, you can carry
on with nary a worry.

C.V. ARAVIND,
Bengaluru

The team to watch

The intriguing encounter
between Afghanistan and
Pakistan spells the beginning
of a new rivalry in the game
of cricket (‘Sport’ page, June
30). With their grit and
commitment, one would be
pleased to see this new team,
i.e. Afghanistan, taking the
game to a whole new level.
The team will also spell hope
in a country ravaged by wars
and bloodshed.

K. VIGNESH,
Chennai
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[('s time to act, not do more research

The resources spent in drafting educational policies should instead be spent in implementing solutions

& ELDHO MATHEWS

In its first 100 days, Prime Minister
Narendra Modi’s second government
has begun yet another rethink of
higher education policies through
the draft NEP (National Education
Policy) and EQUIP (Education Quali-
ty Upgradation and Inclusion Pro-
gramme). This is the latest, and
seemingly among the most elabo-
rate, in an endless series of official re-
ports and programmes aimed at im-
proving higher education in
independent India. The Radhakrish-
nan Commission of 1949, the Nation-
al Education Policies of 1968 and
1986, the Yashpal Committee of
20009, the National Knowledge Com-
mission in 2007, and the draft NEP of
2019 have all basically said the same
thing.

While it is always valuable for va-
rious government committees to
point to the importance of higher
education for economy and society,
it is not necessary to convene many
experts through initiatives such as
EQUIP to tell the government and the
academic community what they al-
ready know. Perhaps the time, ener-
gy and resources that EQUIP will re-
quire can be better spent
implementing the obvious. Everyone
agrees that higher education needs
significant improvement, especially
as India seeks to join the ranks of the
world’s premier economies.

Inadequate allocation of funds

However, central to both quality im-
provement and increased access is
money. Higher education in India
has been chronically underfunded —
it spends less than most other BRICS
countries on higher education. The
last Budget allocated only 337,461
crore for the higher education sector.
Other related ministries and depart-
ments such as Space, Scientific and
Industrial Research, Skill Develop-
ment and Entrepreneurship, Science
and Technology, Health Research
and Agricultural Research have been
allocated only modest support. In-
adequate funding is evident at all le-

“The challenge is not only to enrol students and improve graduation rates-but
also to ensure that they are provided with a reasonable standard of quality.”
Students fill admission forms in New Delhiin June. =pmi

vels. All State governments, which
provide the bulk of higher education
money, also fail to adequately sup-
port students and institutions.

The Central government, respon-
sible mostly for the top of the aca-
demic system, does not provide suffi-
cient resources. Even the Institutions
of Eminence scheme falls short of re-
quirements and is dramatically be-
hind similar programmes in China
and several European countries.
Funding for basic research, which is
largely a Central government respon-
sibility, lags behind peer countries.
Apart from Tata Trusts, Infosys Foun-
dation, and Pratiksha Trust, industry
provides little support. Thus, India
requires substantial additional re-
sources for higher education to im-
prove quality and build a small but
important “world class” sector. Mas-
sive effort is needed at both State and
Central levels — and the private sec-
tor must contribute as well.

Akey goal of EQUIP and the NEP is
that India must expand the percen-
tage of young people enrolled in
post-secondary education signifi-
cantly. It is interesting to note that
while the draft NEP aims at increas-
ing the gross enrolment ratio to at
least 50% by 2035, EQUIP targets
doubling the gross enrolment ratio to
52% by 2024. At present, India’s
gross enrolment ratio is 25.8%, signif-
icantly behind China’s 51% or much
of Europe and North America, where
80% or more young people enrol in
higher education. India’s challenge is
even greater because half of the pop-

Start with preventive care

Doctors must encourage the continuum-of-care

approach among patients

PRATHAP C. REDDY

The medical profession is a calling. It
requires sacrifice and grit to become
a healer, a clinician, and from then
on, it is a responsibility and commit-
ment to a lifetime of service and
learning. Beyond the initial years of
studying medicine, doctors have to
work very hard every single day to
upgrade their knowledge and skills.

What makes the process more
challenging is the dynamic nature of
the world we live in today. Know-
ledge and the nature of knowledge
are evolving, driven by technological
developments. Healthcare challeng-
es have also constantly evolved. Doc-
tors have reduced many
feared ailments to stories
of the past. But ailments
have also remodelled
and resurfaced and are
posing different tests to
doctors today.

Challenges are not
new to doctors; in fact,
they are doctors’ compa-
nions right from the time
he or she decides to enter the medi-
cal profession. I would urge every
doctor to bear this in mind. No med-
ical professional should be dishear-
tened by the recent incidents of vio-
lence against members of the
fraternity. I was pleased to see the
support of fellow professionals, citi-
zens and the government towards
the fraternity’s call for stronger laws
to ensure its safety.

Developments in healthcare
There are fabulous developments
taking place in healthcare today.
Health is on the national agenda for
the first time after Independence. Ay-
ushman Bharat is a game-changer. It
will cover the cost of medical care for
almost 40% of India’s population,
while the 1,50,000 Health and Well-
ness Centres being developed will
strengthen the national focus on pre-
ventive healthcare.

There is a willingness amongst our
administrators to hear the perspec-
tives of the sector. Innovative plans
are on the anvil to boost medical edu-
cation and hospital infrastructure.
Skilling for healthcare is gaining mo-
mentum, and will undoubtedly be a
key engine for job creation. Millions
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of medical value travellers from over
a hundred countries are choosing In-
dia for medical and surgical treat-
ment. Huge investments are being
made to build hospitals, contempor-
ary medical centres and remote
healthcare models. As a clinician
with over six decades of experience, [
am confident that we have all the ele-
ments in place for a healthier and
happier India. There is no better time
to be a doctor than today.

The big challenge today

Non-communicable diseases (NCDs)
are a big challenge today and need se-
rious tackling. The World Health Or-
ganization has been ringing the
warning bells for the last
few years on the chal-
lenges that NCDs pose.
NCDs have been rapidly
growing. Cancer, stroke,
obesity and diabetes are
some of the ailments
growing at an alarming
pace. They affect people
across ages and threaten
the younger population
a lot more than the older population.
But there are only finite manpower
and resources to manage the pro-
blem. The limited pool of medical
professionals, technicians and nurs-
es, equipment and hospital beds will
make it very difficult to tackle the on-
slaught of patients and diseases in
the coming decade. The entire medi-
cal fraternity must come together to
tackle this threat with a disruptive
and innovative approach of creating
a continuum of care. This will enable
healthcare to start from preventive
care instead of limiting medical ex-
cellence to curative care. Doctors
must encourage an attitude of care
continuum among patients.

On the occasion of National Doc-
tors Day, doctors need to pledge
again the medical oath. They have to
be the harbingers of change in the at-
titudes and approaches towards
healthcare. They need to become
role models for their patients to lead
healthier lives. They must educate
patients about NCDs, and promote
preventive care.

Prathap C. Reddy is Chairman, Apollo
Hospitals Group

ulation is under 25 years of age. The
challenge is not only to enrol stu-
dents, but to ensure that they can
graduate. Non-completion is a se-
rious problem in the sector.

And of course, the challenge is not
only to enrol students and improve
graduation rates but also to ensure
that they are provided with a reason-
able standard of quality. It is univer-
sally recognised that much of Indian
higher education is of relatively poor
quality. Employers often complain
that they cannot hire graduates with-
out additional training. The fact that
many engineering colleges even to-
day have to offer “finishing pro-
grammes” to their graduates under-
lines the pathetic state of quality
imparted by these institutions.

India needs a differentiated aca-
demic system — institutions with dif-
ferent missions to serve a range of in-
dividual and societal needs. Some
“world class” research-intensive un-
iversities are needed. Colleges and
universities that focus on quality
teaching and serve large numbers of
students are crucial. Distance educa-
tion enters the mix as well. The draft
NEP’s recommendations for a diffe-
rentiated system of research univer-
sities, teaching universities, and col-
leges are in tune with this. However,
the ways suggested to achieve these
objectives are impractical.

The private sector is a key part of
the equation. India has the largest
number of students in private higher
education in the world. But much of
private higher education is of poor

quality and commercially oriented.
Robust quality assurance is needed
for all of post-secondary education,
but especially for private institutions.
The structure and governance of
the higher education system needs
major reform. There is too much bu-
reaucracy at all levels, and in some
places, political and other pressures
are immense. Professors have little
authority and the hand of govern-
ment and managements is too heavy.
At the same time, accountability for
performance is generally lacking.

Recommendations

India needs: (a) dramatically in-
creased funding from diverse sourc-
es, and the NEP’s recommendation
for a new National Research Founda-
tion is a welcome step in this direc-
tion; (b) significantly increased ac-
cess to post-secondary education,
but with careful attention to both
quality and affordability, and with
better rates of degree completion; (c)
longitudinal studies on student out-
comes; (d) to develop “world class”
research-intensive universities, so
that it can compete for the best
brains, produce top research, and be
fully engaged in the global know-
ledge economy; (e) to ensure that the
private higher education sector
works for the public good; (f) to de-
velop a differentiated and integrated
higher education system, with insti-
tutions serving manifold societal and
academic needs; (g) reforms in the
governance of college and universi-
ties to permit autonomy and innova-
tion at the institutional level; and (h)
better coordination between the Un-
iversity Grants Commission and mi-
nistries and departments involved in
higher education, skill development,
and research.

The latest draft NEP and EQUIP
have reiterated the importance of
some of these points. There is really
no need to spend money and atten-
tion on a new review. The needs are
clear and have been articulated by
earlier commissions and commit-
tees. The solutions are largely ob-
vious as well. What is needed is not
more research, but rather long-ne-
glected action.

Philip G. Altbach is research professor and
founding director, Centre for International
Higher Education at Boston College, U.S.
Eldho Mathew is an independent higher
education researcher based in New Delhi

FROM THE READERS’ EDITOR

Fair reporting demands
appropriate words

Why the media uses the term Dalit

A.S. PANNEERSELVAN

Some issues tend to keep surfacing, no mat-
ter how many times you address them. On
August 20, 2018, I wrote a column, “Why
context matters”, to explain why news re-
ports use the term ‘Dalit’. When the Informa-
tion and Broadcasting (I&B) Ministry issued
an absurd advisory to the media in 2018 on
the use of the term Dalit, this newspaper car-
ried an informed editorial, “What’s in a
name?” (September 6), which once again ex-
plained not only the rationale but also the
ethical imperatives for using the term.

Yet, recently, a reader, Tarun Pal, wrote
an angry letter to us asking why The Hindu,
an English language newspaper, uses the
term Dalit, a Hindi word, and not Scheduled
Caste. Mr. Pal argued that if the idea is to de-
scribe the daily ordeals of a section of peo-
ple, it would be prudent to name the specific
community rather than use the general term
Dalit. Another reader, Mahesh P. Padukone,
wondered about the efficacy of using the
term. He wrote: “Congresswoman Pramila
Jayapal stating that ‘Fifty two per cent of Da-
lit respondents feared their caste would be
‘outed” and 67% said they faced discrimina-
tion at the workplace’ in the U.S. is far-
fetched because I seriously doubt an Ameri-
can even knows or cares about ‘Brahmins’,
‘Dalits’, ‘Adivasis’... For them, it’s an ‘Indian’
without the ramifications of caste.”

This brings us back to the question, is the
word Dalit used without any application of
mind? Is it discriminatory? How did the
change happen from Mahatma Gandhi’s Ha-
rijan to Dalit? And where does the official
term Scheduled Caste fit into this narrative?

Historical context

Eminent economist and former chairman of
the University Grants Commission, Sukha-
deo Thorat, in his book, Dalits in India:
Search for a Common Destiny, explained the
significance of the term Dalit. He said that
this term was invoked in a conscious manner
in 1932 when B.R. Ambedkar worked out the
Poona Pact with Congress leaders to secure
reserved seats for the depressed classes to
the provincial legislatures and the Central

N

DATA POINT

Use of public transport
Close to 37% of women who travel
to work use public transport in
Delhi. That figure is significantly
higher than the % of men who do
the same: 28. This trend is true for
most big cities. The table below
shows the % of working men &
women who use public transport

City Men Women
Mumbai 49

Chennai 25 39
Kolkata 35 38
Delhi 28 37

Bengaluru 29 33
Hyderabad = 21 29
Ahmedabad - 17

Data source

The data are sourced from Census
20171. By that year, Delhi's metro
network was fairly advanced. The
network, which started in 2002,
extended to 96 km by 2009 and
184 km by 2010-11 before the
Commonwealth Games. Thus, the
data will be fairly indicative of
how women travel today in Delhi

How women travel to work in big cities

More women use public transport to travel for work than men in big cities. Women become more dependant
on buses and metro trains as the distance to work increases. With the Delhi government proposing free bus
and metro rides for women in the city, we look at the extent of public transport use.

By Vignesh Radhakrishnan and Siddarth Rao T.

More women travel smaller distances compared to men

In Delhi, compared to 64% men who travel more than 5 km for work, only close to 53%
women do so. The trend is fairly common in all big cities. The table shows the proportion of
men and women who travel O-1 km and 0-5 km for work

Distance travelled : 0-1 km ‘ Distrance travelled : 0-5 km

City Men Women ‘ Men Women
Hyderabad 21 51

Ahmedabad |15 23 44 57

Mumbai 23 23 56 56

Kolkata 27 _ 45 55

Chennai 15 23 47 51

Bengaluru 18 26 47 49

Delhi 19 22 _ 47

Distance factor

Distance travelled for work

The preference for

public transport City 2-5km ‘ 6-10 km ‘ 11-20 km
increases as the Delhi 33 52 59
distance to work Ahmedabad 54 60 _
increases. The tabl.e Mumbai 43 44 75
shows the proportion
of women who take Kolkata 29 27 51
public transport across Chennai 39 48 63
distances. Women who
travel 11-20 km rely Bengaluru 33 42 7
Delhi 13 20 37

more on public transport
than those who travel
smaller distances

THIS IS THE FIRST OF A TWO-PART SERIES ON WOMEN AND PUBLIC TRANSPORT

Legislature. Mr. Thorat argued that the term
Scheduled Caste is a legally defined category,
but that the media and academics can use
other words to capture the context and pro-
blems faced by communities. He also made it
clear that Dalit is a Marathi word, and means
the oppressed and resourceless.

Scholars have also consistently argued
that the term Scheduled Caste remains neu-
tral, while the term Dalit provides the cultu-
ral and political context to the struggles of a
people. In this newspaper, the academic
Ananya Vajpeyi wrote an article, “A modern-
day enlightenment” (April 17, 2014), explain-
ing some of these contentious issues. She cit-
ed D.R. Nagaraj’s influential essay, “Self-Pur-
ification v/s Self-Respect: On the Roots of the
Dalit Movement” to make several points:
“First, that it was Gandhi who initially
grasped untouchability as a political pro-
blem (albeit his own concerns were spiritual
and not material); second, that Gandhi and
Ambedkar debated their divergent ap-
proaches to the problem of untouchability in
a vigorous manner both before and after the
Poona Pact 0f 1932; and third, that by the end
of their long encounter with one another,
Gandhi and Ambedkar had internalised one
another’s ideas.” She examined how Nagaraj
explained the difference between Harijan
and Dalit as the “difference between the
caste Hindu’s struggle for self-purification
and the outcaste’s struggle for self-respect”
because the “self” in the two situations is not
the same.

Pregnant with meaning

History apart, the Press Council of India, the
statutory body that regulates the print me-
dia, has ruled that there cannot be a ban on
the use of the word Dalit in the media. When
the 1&B Ministry advisory, which was based
on an order of the Bombay High Court, was
issued, the regulatory body said: “Our read-
ing of the Bombay High Court order is that it
did not seek a ban on the word ‘Dalit’. We de-
liberated on the order and have come to the
conclusion that it is advisable not to issue di-
rections/orders prohibiting the use of word
Dalit.”

This newspaper is alive to the fact that the
term Dalit is “pregnant with meaning, re-
flecting the struggle of a community to reass-
ert its identity and lay claim to the rights that
were denied to them for centuries”. Hence,
it becomes the duty of the media to use it.

readerseditor@thehindu.co.in
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FIFTY YEARS AGO JULY 1, 1969

‘Desai calls for export of minerals’

Deputy Prime Minister Morarji Desai to-day
[June 30] said increased export of minerals
could “play a large part” in making up the
deficit balance of trade. He told the third an-
nual convention of the Federation of Indian
Mineral Industries here [New Delhi] that the
Government came in the field of mineral ex-
ploration and export to compete in world
markets. Full co-operation and co-ordina-
tion between the Government and the priv-
ate mineral industries could help India cap-
ture foreign markets. “I hope we will do so,”
he added. He said people should give up the
habit of collaborating with other countries
for everything. “We have to develop miner-
als on our own and have to compete with
others.” Mr. A.K. Rungta, President of the
Federation, in his address, suggested the for-
mation of a “mining finance corporation” to
meet the financial requirements of the min-
erals industry in the country. In his address
at the third annual general meeting of the
Federation, Mr. Rungta said the minerals in-
dustry was faced with numerous problems,
creation and availability of adequate finan-
cial resources for the growth of the industry
being one among them.

A HUNDRED YEARS AGO juULY 1, 1919.

The Straits Riots. Mob Shot At.

The Penang riots bear slight comparison
with similar happenings in Singapore,
where the cause was anti Japanese feeling
culminating on Thursday 19th June in at-
tacks on shops and individuals. The police
had to fire on the mobs and several Chinese
and Tamilians were killed and wounded.
Captain Chancellor, Inspector General of
Police, was struck on the head with a heavy
stick, but though dazed by the blow he re-
mained on duty. Placards inciting the Chi-
nese to attack Japanese were posted but
were speedily removed. The anti Japanese
feeling in Singapore is bitter and the Man-
chester regiment stationed there had to be
called out to assist the police and the move-
ment spread to Penang where it developed
into food riots owing to high prices. Shops of
prominent Chinese who had been fined for
profiteering were attacked and had to be de-
fended by police. Rice shops were looted. All
work was suspended at the docks. Obstruc-
tions were placed by the rioters on streets,
such as trees, blocks of stone, beams and
poles, and when these were removed and
volunteers proceeded to another spot the
obstructions were replaced.

A ND-NDE
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