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Noroom for piecemeal policy changes

Policymakers must understand that the bit by bit tweaks in FDI norms,
spread over longyears, won't help in the long run

NOT FOR PROFIT

NIVEDITA MOOKERJI

hat’'s common between a
s N 2 Netherlands-headquartered

multinational group and the
changing face of India’s single-brand
retail policy? A lot, it seems. With the gov-
ernment making yet another tweak to the
policy, it's a surprise that for more than a
decade now, we are still trying to fix the

guidelines for single-brand retail, a cate-
gory that’s unique to the Indian market
and one that’s hardly controversial.

Through the piecemeal tweaks and
turns over the years, furnishing major
Ikea has been a reference point, but the
focus has now shifted to Cupertino-
based Apple to see if it finally decides to
set up its signature stores in India.

In June 2006, during the UPA gov-
ernment, Ikea made headlines by
announcing it was studying the Indian
market. It wanted to be here in five years,
provided the foreign regulations
changed. Two years later, in 2008, it
pointed out 51 per cent foreign owner-
ship rules were a hurdle for the compa-
ny’s plans. In 2009, the company put off
its India plans as the foreign direct
investment (FDI) policy was coming in
the way. It took another three years for
the Manmohan Singh-led government
to change the FDI rule. In 2012, the gov-

ernment took a call to relax the FDI rules
and allow 100 per cent foreign invest-
ment in single-brand retail.

The FDI floodgates didn’t open up,
but the largest furnishing chain in the
world kept its word. Soon after the rule
change, it made a proposal to invest €1.5
billion in India to open 25 stores spread
over some years. However, several con-
ditions, which Ikea and others in the
industry called “tough”, remained.

One of the first conditions to be
relaxed was linked to local sourcing. The
original condition was mandatory 30 per
cent (of the value of the goods sold in
India) sourcing from Indian micro, small
and medium enterprises (MSMEs) for
any single-brand chain with more than
51 per cent foreign holding. This was
changed to 30 per cent mandatory local
sourcing, while doing away with the
MSME condition. That helped Ikea firm
up its India plans and work towards set-

ting up its mega stores, similar to those
in other parts of the world. Another pop-
ular Swedish brand H&M entered India
through full-ownership. Other foreign
brands such as Marks & Spencer, Zara
and many more have entered the coun-
try as well but either through local part-
nerships or through the franchisee route.
Despite action in the space, industry
asked for further relaxation and got some
relief too. For instance, they don’t have to
start with 30 per cent local sourcing com-
pliance from day one. They also wanted
their India procurement for foreign mar-
kets to be set off against the 30 per cent
sourcing requirement. The current gov-
ernment is expected to allow that, making
things simpler for foreign players as most
international majors in fashion, textile and
furnishing space have been sourcing from
India for years to supply goods to foreign
markets. However, there are others such
as Apple and Rolex, which don’t source
from India. And that’s the tricky part.
The policymakers must understand
that the bit by bit tweaks in FDI norms,
spread over long years, won't help in the

amsung dials change for growt

After losing market share in TVand handset markets, the Korean giant is setting out a new challenging
strategy to recover lost ground

ARNAB DUTTA

he country’s largest consumer
T electronics firm Samsung
Electronics is in the process of
downsizing. As many as 500 employees
are being shown the door as part of its
biggest rationalisation drive in years.
The move, though, is not being done in
isolation, nor is this the first time staff
have been let go.
The Korean major had undertaken
a similar exercise in 2015-16, when it
fired hundreds, revamped the portfolio
and introduced new faces at the top fol-
lowing heightened competition from
Indian firms such as Micromax, Intex
and Lava. In fact, the firm has reshuf-
fled its top deck twice since.
The latest retrenchment
exercise is part of a broad-
based plan to bring its busi-
ness on track amid fierce
competition that it has been
facing from all corners for
over two years now, this time
from Chinese competitors.
Samsung’s strive back to
the top began a year ago,
when D J Koh, the global
president and chief execu-
tive of its IT and mobile communica-
tions business, set out a game plan to
counter the heightening competition
in the India market. Since then the firm
has undertaken a complete overhaul
of its local portfolio, ramped up man-
ufacturing capacity, expanded offline
retail reach and shifted its market
focus. Koh had warned that there was
no room for status quo in a market that
was fast changing.
To counter the growing challenge
from Chinese rivals, namely Xiaomi,
Vivo and Oppo, Samsung retired two of
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its key smartphone series — Galaxy J
and On — and focused on both offline
and online channels last vyear.
Replacing them is the all-new Galaxy
A and Galaxy M series, respectively.

The electronics major, already the
largest in-house manufacturer of hand-
sets in India, expanded its Noida facil-
ity; once finished, Samsung claims it
will be the largest manufacturing hub
for handsets in the world. It claims to
have hired over a 1,000 people at the
new plant and lined up investments to
the tune of ¥4,950 crore.

The firm’s offline retail reach grew
to 1,80,000 in 2019, from 1,50,000 ear-
lier. And is now focused on introducing
innovations in the mid-segment —
deviating from its previous
stand of introducing them
at the top tier of the market.

According to Ranjivjit
Singh, chief marketing offi-
cer at Samsung India, both
the M and A series have
reaped rich dividends for
the firm in 2019. While
between March and May,
two million M series phones
have been sold, Samsung
has already raked in over $1
billion (7,000 crore) in sales from A
series, the company claims.

“We took some bets, launched
some initiatives that played out very
well for us. This gives us the confi-
dence that 2019 will be a record year”,
Singh said. Samsung’s latest success,
he claimed, is due to its renewed
approach. The company now has its
ears to the ground. In today’s market,
listening, understanding and quickly
delivering the consumers’ needs are
crucial, he added.

Before launching the A and M series,

FAR FROM THE TOP

M Jan-Mar, 2017 ® Jan-Mar, 2018

Lenovo
(Includin
Motorola?

Vivo

Xiaomi

Samsung

Samsung conducted an all-round study
to understand the needs of the con-
sumers. “With both our employees and
agencies, we extensively studied the
market”, he said. Through ethnograph-
ic studies, focus groups, channel feed-
backs, hearing online conversations
and home visits — Samsung did not
leave any source untapped.

Shifting away from its long serving
— focus-on-all-groups strategy —
Samsung has now identified the mil-
lennials as its core target consumers.
Its studies revealed, millennials not
only own 70 per cent of the smart
devices, they also consume over 84 per
cent of the data.
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According to Asim Warsi, senior
vice-president at Samsung India, who
has been deeply involved in product
planning, catering to the online con-
sumers is way different than consumers
buying from physical outlets. “Online
consumers are very discerning. And we
are constantly learning about them”,
he said.

The concern about online buyers is
not without a rationale. In the past six
quarters, share of online purchases in
the smartphone market has surged sig-
nificantly — from close to 30 per cent
in early 2018 to 40 per cent in March,
2019. And it is a place where Chinese
players have always had an edge.
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long run, and certainly not everyone. If
we need serious foreign investment to
flow into India in the single-brand cate-
gory, the FDI policy should be relaxed
completely. For this, the most important
step would be to scrap the 30 per cent
mandatory local sourcing clause rather
than making changes on what, when,
and how. If Apple or the manufacturers
making its products cannot source from
India, there’s no relevance of imposing
the 30 per cent sourcing norm on it as a
condition for setting up its stores.

The government might decide to tin-
ker the rules and allow third-party man-
ufacturers to count their export procure-
ment while calculating the 30 per cent
local sourcing compliance for a foreign
retailer. But such circuitous math often
results in regulatory complexities. Even
case by case approvals for niche and
high-end companies, as was proposed
earlier for players like Apple, may not be
agood idea for any objective decision.

FDIin multi-brand retail has been a
sensitive issue because of the fear of job
loss among mom-and-pop stores, that
make up the largest chunk of Indian
trade, and also a big vote bank. Single-
brand is much simpler and the govern-
ment can keep it that way.

Since the entry of aggressive
Chinese electronics players — Xiaomi,
Vivo, Oppo and OnePlus, among others
— Samsung’s handset business has
been under pressure. And one of the
key reasons has been its loose grip on
online market. Xiaomi — the long-
standing leader in the online space —
now holds over 43 per cent share, fol-
lowed by Samsung (15 per cent) and
Realme (from Oppo) at 11 per cent.

The falter not only cost Samsung the
long-held top spot in the local smart-
phones market in mid-2017, its prof-
itability suffered. In 2017-18, Samsung’s
net profit dipped 10.7 per cent to 33,713
crore from 4,156 crore the previous
year. And its net profit margin slid to
6.08 per cent in 2017-18 from 749 per
cent the year before.

Its volume share in the second
largest smartphone market slipped
further in January-March, 2019 quar-
ter to 22.3 per cent from 25.1 per cent
in the corresponding quarter previous
year. And now stands nearly six per-
centage points lower than January-
March, 2017, when it used to be the
top seeded player.

The scenario is little different in the
television market either. According to
industry estimates, Samsung has lost
the top spot to its rival Xiaomi in the
smart TV market. According to Xiaomi,
IDC data suggests it holds 39 per cent
market share in the fast growing smart
TV market that now comprises over a
third of new TVs in India.

Warsi, however, is optimistic about
this year. Together, the Galaxy A and
M series, he says, may fetch well over
$5 billion (35,000 crore) in sales in
2019. That is almost the entire sales of
its mobile business in 2017-18 (at
%37,300 crore).

In the premium market, Samsung
has already bounced back and in
March, it re-captured the top spot, after
three quarters, by replacing OnePlus.

the fastest growing subregion in

the world, with its eight
economies collectively boasting aver-
age annual growth of 7.0 per vent. This
is higher even than East Asia (6.2 er
cent), which includes People’s Republic
of China; Southeast Asia (4.9 per cent);
and the Pacific (4.7 per cent). To carry
on this impressive performance beyond
the next couple of years, though, will
require reforms and investments.

Strong growth in South Asia has
been largely driven by the perfor-
mance of Bangladesh and India, with
growth averaging above 7 per cent in
the past five years. Domestic demand
in terms of consumption and invest-
ment has been strong. Major reforms
such as the introduction of a goods
and service tax in India and measures
to make it easier to do business across
the subregion have helped promote
private investment. In next two years,
India is expected to continue to grow
above 7 per cent, while Bangladesh’s
growth is around 8 per cent.

Among the smaller economies of
the subregion, economic performance
has been more varied. Bhutan and
Maldives grew by more than 6 per cent,
while Nepal, the second poorest nation
in South Asia after Afghanistan, grew
a little below 5 per cent on an average

S ince 2014, South Asia has been
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Blueprint for growth

How South Asia can continue as the world's
fastest growing subregion

from 2014 to 2018 due to the earth-
quake in 2016. But buoyed by domestic
demand and public infrastructure
spending, these three countries are
expected to grow at around 6.5 per cent
in the next two years.

Pakistan and Sri Lanka, meanwhile,
have built up persistent and large cur-
rent account deficits, as well as bor-
rowing from overseas to finance infras-
tructure, in recent years. To meet its
balance of payment needs, Sri Lanka
entered an International Monetary
Fund programme in June 2016.
Pakistan is poised to follow suit soon.
Subsequently, as they rein in domestic
demand and continue to address
macroeconomic imbalances, both the
countries are expected to grow at
around 3 per cent in 2019 and 2020.

Afghanistan, as the poorest country
in the region as well as in Asia, faces
longstanding security and political
uncertainties. Its economy depends on
foreign aid and defence spending. It
has barely topped 2 per cent growth in
the past five years. Yet, the Afghanistan
government has put in place a self-
reliance strategy, involving significant
structural reforms, with the goal of
achieving 7 per cent growth by 2025.

Overall, there is good reason to
believe South Asia’s impressive eco-
nomic growth performance at around
7 per cent will continue over the next
couple of years.

First, except for Afghanistan, the
political situation is largely stable,
with most countries having complet-
ed peaceful political transitions to
newly elected governments in the
past year or so. Second, governments
in the region have adopted a grand
development agenda and taken
reform measures to achieve it. For
example, Bhutan has approved a new

five-year plan, while Bangladesh’s
new government has promised a
“highway to development”. Maldives
is formulating a national develop-
ment plan while Nepal is working
hard to attract foreign direct invest-
ment. Third, the global environment,
while slowing in major economies, is
still positive for developing countries.
Major risks are trade tensions and a
sharper-than-expected slowdown in
major economies. Yet, a slowing glob-
al economy would keep oil prices low
and global financial conditions
accommodative. South Asia is a
major importer of oil and relies on
external financing for its investment
needs. Lower oil prices will help
check general price levels and
improve the current account in South
Asia, where most countries run cur-
rent account deficits. Fourth, the
infrastructure building boom seen in
the region in the past decade or so
will bear fruit as it continues in the
coming years, boosting the region’s
productivity and competitiveness.

Fifth, South Asia’s economic growth
is largely driven by domestic demand
and less affected by global economic
developments. Domestic demand is
expected to remain strong due to the
large development and investment
needs. Maldives is an exception and
relies on tourism. A fast-expanding
middle class in the region will also sup-
port consumption.

Despite  these  encouraging
prospects, South Asia must not be com-
placent. To sustain strong growth, the
countries of the subregion need to con-
tinue to implement announced reform
measures and launch a new wave of
structural reform, particularly in land,
labour, and capital markets. These are
critical for removing barriers to private
investment and economic diversifica-
tion. Afghanistan will continue to be
an outlier, with permanent peace a pre-
condition for sustainable end inclusive
economic development.

Trade and investment regimes
should provide an incentive for the sub-
region to participate in global produc-

tion networks. This is important for
upgrading the region’s economies at a
time when the global trading system is
undergoing important changes. The
subregion also needs to continue to
invest in infrastructure, as there remains
a huge shortfall. These moves will help
unlock the huge potential of a subregion
that can draw on a population of 1.8 bil-
lion — a quarter of the world — as well
as vast natural resources.

The experiences of Pakistan and
Sri Lanka confirm the importance of
macroeconomic stability in sustain-
ing economic growth. South Asian
countries need to watch for macroe-
conomic imbalances and take pre-
emptive actions. Current account
deficits are desirable. Yet, a fast-rising
deficit may indicate an economy is
growing above its potential and needs
to take precautions.

Moreover, as the least integrated
subregion in the world, South Asia can
benefit from a more integrated subre-
gional market. Integration helps
expand markets beyond national
boundaries and promotes more effi-
cient resource allocation across the sub-
region according to the comparative
advantage of each. By enhancing pro-
ductivity growth, regional cooperation
and integration can accelerate econom-
ic growth and boost employment.

Continued annual growth of 7 per
cent will double the size of South
Asian economies in 10 years. This will
help significantly reduce the poor
population of more than 200 million
living below the international poverty
line of $1.9 per day per capita, still
unfortunately the largest in the
world. To maintain such a growth rate
and remain the fastest growing sub-
region in the world, South Asia can-
not afford to rest on its laurels. It will
prosper only if the subregion contin-
ues economic reforms, maintains
macroeconomic stability, and fosters
greater cooperation and integration
among neighbours.

The author is regional economic advisor for
Asian Development Bank

Be self-sufficient

People’s choice

After Rahul Gandhi resigned as the
Congress party president, the Gandhi
family as well as other leaders, agreed
that Rajasthan Chief Minister Ashok
Gehlot would be the next party chief. An
emissary was sent to Gehlot to convince
him to agree to the idea. He, however,
turned down the offer and argued that a
younger person should be made
Congress chiefto rebuild the party. He
signalled Rajasthan Deputy Chief
Minister Sachin Pilot, who is considered
one of the frontrunners for the job. On
Wednesday, after presenting the Budget
in the Rajasthan Assembly, Gehlot left no
one in doubtthat he planned to stick to
his current job. At the press conference
held after the Budget presentation, he
said people in the villages strongly felt
during the Assembly elections last year
that "no one else but Ashok Gehlot
should become chief minister".
"Respecting people's sentiments,
Congress President Rahul Gandhi gave
me the opportunity," he said.

Disaster averted

The nomination of Marumalarchi Dravida
Munnetra Kazhagam (MDMK) leader Vaiko
for the Rajya Sabha elections, despite a court
order convicting him in a decade-old
sedition case, has defused a potentially
hazardous situation in Tamil Nadu. Of the
three seats allocated for the DMK alliance,
one was promised to Vaiko, but the Dravida
Munnetra Kazhagam (DMK) had filed a
fourth nomination — for N R Elango — on
Monday much to the consternation of MDMK
leaders. The DMK had justified the fourth
nomination on the ground that if Vaiko's
was rejected — because of the conviction —
Elango's nomination would be considered.
On their part, MDMK members contended
that if the nomination was allocated to the
MDMK, Vaiko's replacement should also
come from the party. Indeed, if Vaiko's
nomination wasn't accepted, the ensuing
discontentment had the potential to derail
the alliance between the two parties.

Birla makes a strong debut

Those who
underestimated Om
Birla (pictured) and
doubted his ability to
discharge the onerous
task of being the
Speaker of the Lok

" Sabha must have been
surprised by the two-
time Bharatiya Janata
Party (BIP) MP's debut in Parliament. On
Wednesday, as Finance Minister Nirmala
Sitharaman replied during the Budget
debate, Birla castigated not just Opposition
members who interrupted her from time to
time, but also those of the ruling party.
Birla refused to allow Trinamool's Saugata
Roy, who got up from his seat frequently,
to seek clarification at the end of
Sitharaman's response, but permitted
Trinamool leader Sudip Bandyopadhyay to
ask the question on Roy's behalf. As BJP's
Ramesh Bidhuri rose to interrupt Roy time
and again, Birla left the former speechless
saying that while he wished Bidhuri would
become a minister soon, since he was not
one at the moment, he would do well to
take his seat rather than speak out of turn.

if they are already in possession of gov-
ernment land. Too much external bor-
rowing may work negatively as their

This refers to “Govt will exceed divest-
ment target: Rajiv Kumar” (July 10).
Although divestment exceeds budgetary
targets, it is coming at a time when the
economy needs to stress on stability and
progress. Increased privatisation will
instil a sense of purpose in management
with firmly laid budgetary targets and
profit orientation. The economy has to
move forward in keeping with global
trends and long-term budgeting will not
be swift considering the changing eco-
nomic and commercial trends. It will
require reallocation and revisions at reg-
ular intervals.

However, this does not mean that
the government control and functional
role should be compromised. A policy
laying down the return on available
economic resources is equally impor-
tant. This will generate public funds
through efficient private activity.
Labour is a contributory and not an iso-
lated function and revised labour laws
should ensure greater involvement in
corporate growth. Thus, labour laws
will have to be less rigid with discre-
tionary powers of management not
being compromised while simultane-
ously preventing misutilisation of pow-
ers by either side. This should be in line
with corporate requirements and create
a participatory bond between labour
and management. Labour and manage-
ment relations should be free of fric-
tion, less coercive and more amicable.

Coming to taxation, corporate earn-
ings should be less expenditure prone
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investment in the economy might
become more intrusive and interfere
with policies. This will compromise our
international image.

C Gopinath Nair Kochi

Relevance of Nehru

This refers to Mahesh Rangarajan's
book review "Why Nehru matters" (July
10). The review in itself serves as a self-
contained introduction to the person-
ality of Jawaharlal Nehru who domi-
nated the political stage in India for
about five decades. No one can deny
the credit to Nehru for his efforts to
forge a secular state in a divided
country and to create a “just state’
where injustice was meted out to the
week for centuries.

Nehru's own books, such as
Discovery of India and Glimpses of
World History, need to be taken out
from the history and research category
and included in the current syllabus of
economics and politics in Indian uni-
versities. Parliament secretariat may
consider printing and distributing such
books for inclusion in the personal
libraries of legislators.

M G Warrier Mumbai
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The missing ‘R’

Recap will help, but PSBs need wider reforms

inance Minister Nirmala Sitharaman surprised the market by allocating

%70,000 crore for the recapitalisation of public sector banks (PSBs) in

the Budget. The market was expecting about I40,000 crore on this

account. Depending on which bank gets how much, the additional
infusion is expected to be used as growth capital by the PSBs. As the finance
minister noted in her speech, non-performing assets (NPAs) in the banking
system have come down, the Insolvency and Bankruptcy Code is enabling recov-
ery, and the flow of bank credit has improved. According to the Reserve Bank of
India’s latest Financial Stability Report, the bulk of NPAs has been recognised
and the cycle appears to have turned. This is good news for the system, though
the PSBs might take more time to recover as their gross NPAs are still in excess
of 12 per cent.

The big question, however, is: Will things actually change at the PSBs after
the fresh recapitalisation? Essentially, from the PSBs’ standpoint, there is progress
on recognition, resolution and recapitalisation. But the fourth R — reform —
from the government’s 4R approach is still missing. If wider reforms are not ini-
tiated, the need for recapitalisation will keep resurfacing. To be sure, the asset
quality problem did not arise only because of misplaced optimism and excess
borrowing by the corporate sector, but also due to the inability of banks, partic-
ularly in the public sector, to properly evaluate risk.

In this context, to improve the operational efficiency of the PSBs, the gov-
ernment will need to work on multiple levels. For instance, PSBs need to be
freed from dual control of the central bank and the finance ministry. The regu-
lation should be on par with banks in the private sector. Further, it is important
to have professional boards in the PSBs, with complete operational independence.
This will help make them more accountable.

The PSBs also need a major overhaul in the way the human resource is man-
aged. It is important that wages are market and performance-linked. This will
enable the PSBs to attract the right kind of talent. In an environment of growing
complexity in business and finance, banks need manpower with specialised skills
to manage risks. At the same time, it is important to protect bankers in the public
sector from investigating agencies when commercial decisions go wrong. The
fear of being unnecessarily pulled into a long-drawn investigation slows deci-
sion-making and affects the flow of credit to the productive sectors of the economy.

Clearly, it will not be easy for the government to implement these reforms
in the present set up. A meaningful change can perhaps only happen if the gov-
ernment shareholding is brought down significantly—something that does not
seem to be on the agenda. Given India’s fiscal situation, the government would
soon need to take a call on what it intends to do with the PSBs. Budget constraints
will not allow the government to keep recapitalising the PSBs, and frequent use
of recapitalisation bonds will erode market confidence in India’s fiscal manage-
ment. Since the government now wants to take a part of its borrowing overseas,
increasing liability and the weak state of the PSBs can put pressure on both
Indian bonds and ratings. Domestically, weak PSBs will impede the efficient
allocation of capital and make the goal of increasing India’s gross domestic
product to $5 trillion by 2024 more difficult.

Nothing much for agriculture

Zero-budget farming is yet to establish its economic viability

he 2019-20 Budget failed to impress farmers because it lacked any

significant announcement for the agriculture sector. Though the

Budget proposes building rural infrastructure to woo private invest-

ment in farm and allied activities such as dairy, fisheries and agro-
processing, there is hardly any fresh proposal directed to tackle distress.
Pressing issues like access to remunerative prices, reduction in indebtedness,
especially the high-cost loans from the informal sector (moneylenders), stability
in domestic and external trade policies, and the much-needed structural
reforms in land, marketing and other key areas have mostly been glossed over
or mentioned in passing.

The two main takeaways for the farm sector are the promotion of “zero-
budget natural farming” to reduce costs and bolster profits and the formation of
10,000 Farmer Producer Organisations (FPOs) to tap the benefits of scale.
However, even these are not fully free of glitches, which need to be addressed
before any headway can be made. The zero-expense farming, which was com-
mended by the Economic Survey as a lucrative livelihood option for small
farmers and has subsequently been presented in the Budget speech as the
panacea for farmers’ ills, is yet to establish its economic and technical viability
on alarger scale.

Itessentially requires farmers to utilise self-prepared seeds and other inputs
rather than purchase them from the market. Compost, as a replacement for fer-
tiliser, is prescribed to be made by doping the dung and urine of desi cows with
jaggery, pulses flour and soil microbes. The claim that this mode of environ-
ment-friendly farming lifts farm yields has not yet been substantiated. Many
analysts believe that it can, at best, be another form of organic farming, not a
substitute for the modern input-intensive agriculture, which alone can meet
India’s huge requirement of food, feed, fuel, fibre and other farm products.
However, well-structured studies are needed to develop a better understanding
of this form of natural farming and its suitability for wider adoption.

The concept of FPOs, though, is a tried and tested business model for farmers
that can be a game changer for agriculture, provided some formidable problems
besetting this sector are addressed. The total count of registered FPOs is reckoned
to have swelled to around 4,000 in the past decade. But a sizable number of them
are also known to have shut shops because of inadequate handholding by gov-
ernment. Their main bane is that regardless of being a hybrid of cooperative soci-
eties and private companies, they are not treated at par with either of them. Many
of the incentives offered to the cooperatives or even to the start-ups are not
extended to FPOs. Banks are generally wary of lending them money as they do
not have large paid-up capital and also lack physical assets to offer as collateral.
The Small Farmers Agribusiness Consortium and the National Bank for
Agriculture and Rural Development are the only agencies which support them,
but their resources are limited. Several well-judged supportive measures,
besides a favourable policy environment, are needed to let these grassroots
farmer bodies survive in a competitive market. If that is done, the FPOs can
be a boon for the beleaguered farm economy.

ILLUSTRATION: BINAY SINHA
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Budget and macro

challenges

Thereis little in the Budget to provide the necessary growth
impetus to take the economyto $5 trillion

challenges”, Business Standard, June 13, 2019), I

had outlined the ominously negative trends in
nearly all the usual indicators of India’s macroeco-
nomic performance (growth, investment, employ-
ment, inflation, external balance and fiscal position)
and suggested a broad strategy to counter these
trends. It is heartening to see that most of my diag-
nosis and prescription is reflected in the govern-
ment’s latest Economic Survey, published last week.
Unfortunately, I cannot claim the same degree of
congruence with Finance Minister
(FM) Nirmala Sitharaman’s Budget.
Let me illustrate with some ele-
ments of my recommended strate-
gy: Fiscal policy, trade and exchange
rate policy and an investment-pro-
moting reforms thrust.

In my column last month (“Confronting macro

Fiscal policy
To begin with the positive, FM mer-
its warm congratulations for holding

theline on the Budget’s fiscal stance A PIECE OF

of 3.3 per cent of GDP deficit,
marginally lower than the shown

MY MIND

mistic assumptions regarding growth in tax revenues
(especially GST) and disinvestment receipts, and
underfunding of expenditure needs. However, even
if the final outcome creeps up to 3.5-3.6 per cent of
GDP, it would be a significant improvement on the
underlying 4 per cent experienced in 2018-19, once
one corrects for the massive recourse to off-budget
expenditure/borrowing resorted to late in 2018-19.
Unless, of course, the sins of the previous year are
repeated again!

Tradeand exchangerate policy

Everybody rightly wants national
economic growth to revive swiftly
from the latest 5.8 per cent recorded
in 2018-19 Q4. The Economic Survey
projects recovery to 7 per cent in
2019-20; the FM is reported to be
aiming for 8 per cent. The hard truth
is that no sizable country has sus-
tained 7 per cent plus economic
growth without rapid growth of
exports. Our goods exports have
been stagnant in dollar values for the
past six to seven years, with their

number of 34 per cent for 2018-19.

This despite the many calls from SHANKAR ACHARYA

industry— and quite a few fellow
economists— for a higher “fiscal
stimulus”. With the combined (Centre plus states)
deficit around 7 per cent of GDP, and a public sector
borrowing rate of about 9 per cent of GDP, she seems
to have rightly decided that there was plenty of stim-
ulus already in place and a higher fiscal deficit risked
crowding out already flagging private investment
and further raising our high government debt-to-
GDP ratio.

Of course, the Budget numbers can be, and have
been, questioned on the grounds of significantly opti-

share in GDP declining from 17 per
cent to 12 per cent last year. This at a
time when exports of Bangladesh and
Vietnam have been booming. Despite
this festering near crisis, the closest reference I could
find in part A of FM’s speech to exports was half a
sentence alluding to the importance of global value
chains for India (para 37). And in Part B, the motivating
para 133 for her customs duty proposals is blatantly
protectionist with no mention of exports at all!

In fact, this Budget builds on the unfortunate
precedent of the 2018 Arun Jaitley Budget, which
seriously reversed a quarter century of sustained cus-
toms tariff reductions “towards East Asian levels”. In
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this Budget also, the current FM has increased duties
on some chemicals, plastics, paper products, ceram-
ics, steel and metals, electronic goods and automobile
components. Ministers and officials do not seem to
appreciate the well-established trade and develop-
ment lessons of the last 70 years, which demonstrate
that (a) higher customs duties hurt exports, and (b)
also damage the competitiveness and efficiency of
domestic industry. How can we foster FM-commend-
ed global value chains when our import tariffs go up
and down like a yo-yo?

A far better and more effective instrument for
promoting both exports and import-competing
domestic production would be to reduce the cur-
rent over-valuation of the rupee. It is no accident
that our export growth and industrial expansion
were most robust between 1992 and 2010, when
government and the Reserve Bank collaborated
closely to monitor and prevent prolonged periods
of such overvaluation.

Asignificant proposal in this Budget is for the gov-
ernment to issue sovereign bonds, denominated in
foreign currencies, to help fund the Centre’s budget
deficits. Global experience across developing nations
suggests that it would increase our vulnerability to
external uncertainties and reduce our economic
sovereignty. That is why this old proposal, repeatedly
examined in the finance ministry over the last three
decades, has always been rejected—until now.
Another negative would be that such foreign borrow-
ing (to finance domestic governmental needs) would
tend to further strengthen the rupee, thus damaging
exports and import-competing domestic production.
It is ironic (and sad) that a swadeshi government is
so keen to borrow in foreign currencies, on commer-
cial terms, to fund its rupee expenditures.

Investment-promoting reforms thrust

Given the lack of headroom for fiscal stimulus
and the likely weakness of expansionary monetary
policy in the current context of fiscal dominance
and widespread balance sheet stress across com-
panies and financial intermediaries (banks and
non-banks), I had argued last month that “the best
way to trigger higher private investment and
growth is to launch a much-needed set of eco-
nomic reforms”, including “measures to overhaul
labour laws and regulations to make them simpler
and incentivise fresh employment in the organ-
ised sector; initiatives for easier land acquisitions
for non-farm uses; a big push on agricultural mar-
keting reforms and an overhaul of the costly and
distortionary public foodgrain procurement and
distribution system...”.

Alas, there is no such “big bang” reforms package
in this Budget. Yes, there are quite a few small
improvements proposed across a wide range of sectors
and areas, but nothing that would cumulate to a game-
changing boost to “animal spirits” that would spur
markedly higher levels of private investment and
growth. It’s nice to pose the target of a $5-trillion
economy by 2024 and an implied 8 per cent plus aver-
age sustained growth. But reaching such targets
requires the hard work of devising and implementing
the right policies in a coherent and coordinated way.
Without these, our growth may muddle along at the
current, unsatisfactory 6 per cent rate, with little
prospect of creating the many millions of vitally nec-
essary, decent jobs. Unfortunately, this Budget does
little to provide the necessary growth impetus.

Thewriter is Honorary Professor at ICRIER and former Chief
Economic Adviser to the Government of India.
Views are personal.

Birla & Iacocca: Two lives, two systems

day of each other last week: Lee Iacocca at age

94 on July 2 and Basant Kumar Birla at 98 on
July 3. The dutifully respectful obituaries that followed
on both offer an interesting study in contrasts not just
of their personalities but of the economic systems they
represented.

Birla, scion of a storied entrepreneurial family,
embodied the Indian business tradition; Iacocca, mav-
erick representative of professional C-suite talent, the
Great American Dream.

Birla was the epitome of the Indian
entrepreneur who built a vast empire
on the foundations of inherited wealth,
which his grandson now stands to
inherit. Iacocca, son of first-generation
Italian immigrants, had a hardscrabble
childhood. The family “business” was
a hot dog stand. Yet Iacocca rose to
become one of America’s most iconic
professional managers whose tech-
niques in turning around two of :
Motown’s Big Three carmakers have
been subjects of B-school studies in SWOT

Two icons of the business world died within a

encouraged to dabble in share trading at age 13 and
apparently made a handsome profit 0f¥4,000 in the
first year. He reluctantly dropped out of Presidency
College to intern in his father’s business. Coming of
age at the turn of independence, his inherited wealth
provided the foundation for his own business con-
glomerate that benefited from the early opportunities
to be derived from the mixed economy that Nehru
sought to establish.

Birla wore his immense wealth lightly. Naturally
dignified and low-key, his exquisite manners were a
notable contrast to the more arriv-
iste entrepreneurs in and around
Dalhousie Square (now known as
B B D Bag), Calcutta’s central busi-
ness district. He had the nous to
spot opportunities embedded in
economic policy— for example, as
Kunal Bose recounts in his obitu-
ary, partial cement decontrol
encouraged him to set up acement
business.

As an entrepreneur, Birla was
a man of his era, competing in

management and marketing.

Birla came from a family with tra-
ditional business roots and close links
with the independence movement. His famous father
G D Birla was among the first crop of Indian busi-
nesspeople who made the leap from commodity trad-
ingto corporate institutional business, shrewdly build-
ing on the opportunities of the world wars and
learning the ropes of the managing agency system
that British entrepreneurs leveraged to create their
empire-girdling enterprises.

BK, as he was popularly known, was born well-
shod into a world of enterprise and wealth and
groomed to business from an early age. According
to an obituary in this paper by Kunal Bose, he was

KANIKA DATTA

essentially commodity-oriented
businesses — cement, tyre cord,
textiles and tea — that dominated
a largely protected domestic market. There were
some forays overseas but none in the tough, com-
petitive meccas of capitalism: the US or Europe.
Like most of India’s large enterprises, Birla’s zone
of comfort remained India and his managerial style,
though courtly and courteous, essentially cen-
tralised and detail-oriented.

An Tacocca, abrasive and brilliant, would have
been unthinkable in the Birla empire — or in any of
India’s large family-owned conglomerates even
today. His gift for marketing strategy alone helped
him survive at Ford — Henry Ford II, who eventually

and unfairly sacked him in 1978, frequently remind-
ed Iacocca that it was his name on the building.
Those tensions were, however, more than a decade
in the future: In 1964, Iacocca famously turned car
marketing history on its head by launching not
another chrome-plated guzzler but a sleek four-door
“sports” car for the Baby Boomer generation and a
slew of launches that made Ford one of the most
profitable car-makers in Detroit. (Four years later,
Buddy Guy immortalised the car in the blues hit
Mustang Sally).

At ailing Chrysler, which he joined as president
two weeks after Ford fired him, he employed his
former boss Robert McNamara’s data-driven
approach to negotiate a bailout from Congress, ratio-
nalise the workforce and apply his formidable mar-
ket-reading ability to launch a series of winners.
Among his serial successes was another contrarian
line, the K-Car (which Ford had rejected) with the
famous tagline, “If you can find a better car, buy it”.
The K-Car was at the centre of Chrysler’s spectacular
turnaround that enabled the car-maker to repay its
loan ahead of schedule.

The industrious Birla, who had a close bond with
his wife of many decades, was transparent about his
role as an upholder of family values. “Respect for
wealth comes from building it the hard way and hon-
estly,” he reportedly said. The thrice-married Iacocca
had no qualms about promoting himself, appearing
in many Chrysler ads in the eighties. And in his enter-
tainingly brash 1984 memoir titled, unapologetically,
Iacocca, he said: “Iwasn’t interested in a snob degree;
I'was after the bucks.”

These contrasting life stories, though embedded
in the 20th century, remain relevant on the cusp of
the third decade of the 21st century. They speak vol-
umes for the equality of opportunity that still obtain
in the world’s largest democracy and the world’s
most powerful one.

The layman’s guide to Bitcoin

~7

BOOK REVIEW

MAN MOHAN

his year, the bitcoin has turned 10.

I This year, the bitcoin also has a

new sibling currency to contend
with, the global crypto coin Libra,
launched by social media giant
Facebook. This year has also seen bitcoin
breaking out of the grip of bears and
entering the bull territory after almost
18 months of hibernation.

What better timing for the release of
this exciting book, which tells the story
of the genesis, growth and evolution of
bitcoins and blockchain technology that

powers cryptocurrencies.

The author, Rachna Singh, a senior
Indian Revenue Service officer, has sim-
plified the varied aspects of bitcoins for
the untutored reader. She takes the lay
reader on what she describes as a
“Homeric journey to unravel the
nuanced complexity” of a bitcoin.
Despite writing about a subject that is
predominantly technical and financial,
she keeps the literary elan, characteristic
of her writing, intact.

The bitcoin saga begins with the sub-
prime crisis of 2008, which witnessed a
loss of trust in financial institutions such
as banks, and then narrates the rather
compelling tale of the Cypherpunks, a
group of privacy proponents, who did
away with third-party institutions and
created a decentralised system of elec-
tronic payment.

Then comes the rather absorbing sto-
ry-within-a-story, “The Phantom of the

Bitcoin Opera” — the tale of the founding
father of bitcoins, a mysterious man called
Satoshi Nakamoto whose identity even
today is not known. The saga then segues
into the story of Ross Ulbricht, the pro-
tagonist of the “The Silk Road,” who set
up an anonymous market that allowed
the sale of drugs, porn, guns and ammu-
nition but was finally caught red-handed
by the FBI and is now serving a double
life sentence.

There are lots of such interesting little
tales and sub-narratives hidden within
the covers of the book — the Mt Gox heist,
the story of the birth of dogecoin,
launched as a spoof on the cryptocoin,
the genesis of cryptokitties, a blockchain-
based game where the cost of the Kitties
went up to as much as $1,70,000, et al. The
use of stick figures and illustrations to
explain the sub-prime crisis or technical
aspects like Byzantine fault Tolerance
adds an interesting facet to the book.

The bitcoin discourse also includes a
detailed discussion on the global regula-
tory practices and taxation policies for
cryptocurrencies. This becomes signifi-
cant in the light of the fact that G20 coun-
tries declared their commitment to apply-
ing crypto standards set by the Financial
Action Task force at the Osaka summit.

Most readers would find this section
too academic as it deals with dry issues
of taxation and regulation. The author
admits that this was her “Scylla &
Charybdis” section and that it was the
most difficult section to pen. However,
without clear-cut regulations and taxation
policies, this new immutable currency
will become a tool for money laundering
and other illegal activities.

A somewhat unusual but welcome
facet of the book is the section called “The
Chat Room”. It includes illuminating
quotes and comments on various aspects
of bitcoins and blockchain technology by
across-section of experts. The bitcoin tale,
with all its interesting twists and turns,
has been narrated in a simple and con-

versational tone and for the most part
reads like a bestseller rather than an aca-
demic treatise.

Most of us regard bitcoins as a mode
of payment or investment. But Ms Singh
points the reader to new vistas of
blockchain applications. The book details
the salutary impact of blockchain tech-
nology in sectors like health, agriculture,
elections, gaming, and record-keeping.

The potential and promise to improve
and simplify the voting processes marred
by allegations of ballot fixing, the ability
to ensure that identity theft by hacking
the Aadhaar portal is a thing of the past,
the capacity to disburse money and
tokens to Syrian refugees, a technology
that enables front-row seats to an IPL
match or a Coldplay concert — these are
some of the inherent benefits that the
blockchain offers.

The author, however, honestly admits
that despite the great potential, imple-
mentation of this technology will be an
uphill task. Scalability, internal strife
among the coder community, govern-
ment policies aimed at controlling a dis-

ruptive technology and, of course, igno-
rance are some of the factors that will be
the death knell of a futuristic and promis-
ing technology.

The book leaves the reader to mull over
the double-edged sword of blockchain
technology: Whether it will be a benevo-
lent Titan or a Frankenstein’s monster,
only time can tell.

The Bitcoin Saga is a veritable Bible for
cryptocurrency enthusiasts or newbie
converts who want to understand all
aspects of bitcoins. Those expecting a to-
do manual on bitcoin trading would, how-
ever, be dismayed. The author offers no
apology for this “deliberate oversight”.

The aim of the book, clearly, is to bring
the subject of bitcoins with its technical,
financial and social complexities to the
table of the common reader. The book
keeps its promise of doing just that.

THE BITCOIN SAGA: A MIXED
MONTAGE

Rachna Singh
Bloomsbury, 228 pages; T499
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Let RBI deduct SEB dues
from state govt accounts

SEB dues as high as 9 months in some cases; coal PLFs falling
as power supply not rising as fast as capacity, will crash further

HOUGH THE MINISTRY of power is generally quick to come down on

news/analyses that suggest all is not well with the sector even after the

Uday reforms package—this saw banks slash lending rates to state elec-

tricityboards fromaround 14% to 8.5%—arecent presentation by power
minister RK Singh to power sector officials of various state governments suggests
that the problemis quite severe.For one,the central government wants to createan
oversight committee to ensure state electricity regulatory commissions (SERCs)
do their job properly. While it is not clear what powers such a body will have, or
whether the centre can even mandate such bodies unilaterally,according toan Icra
report, while the median tariff hike at the all-India level was 8% in FY15, this fell
to4%inFY16andFY17,and thento 3% inFY18 andamere 1%inFY19,ayearin
which SEBlosses rose 44%,t0 321,658 crore as compared to 15,049 crorein FY18;
and just 15 SERCs have passed orders for tariff hikes so far in FY20, adding up to
hikes of around 0.9%. It is hardly surprising, then, that the gap between the costs
and tariffs of electricity are rising.

Nor is it clear than the central government can do anything to force SERCs to dis-
continuethe practice of creatingwhat are called ‘regulatoryassets’When certain costs
need tobe passed on to consumersbut the SERC feels thesewill resultinaveryhigh hike
intariffs,some of these are parked awayas‘regulatoryassets’; theseare,ina sense,IOUs
from the state’s consumers to government-owned state electricity boards (SEBs). Till
FY16,orthe period before Uday started,Indiahad 92,500 crore of ‘regulatoryassets’
andtheseroseto¥117,000 croretill FY19,the ministry’s presentation acknowledges;
these are around ¥135,000 crore right now.Apart from saying that SERCs must hike
tariffs to repay these IOUs within a fewyears, if the Centre bans fresh IOUs, as the pre-
sentation recommends, this means power tariffswill have torise sharply each year.As
a result of tariffs not being hiked adequately, on a regular basis, the presentation
acknowledges that while SEB dues to power generators are around 90 days on aver-
age,itisawhopping 9 months in some states and for some power generators.

While talking of how the power sector’s dues to banks are ¥1.74 lakh crore and the
slow pace of resolving stressed assets, the central power ministryflagsanotherserious
problem, that of falling capacity utilization levels.With SEBs too cash-strapped tobuy
enough power—when each unit of poweris sold ataloss, SEBs have avested interestin
not growing supplies aggressively—the plant load factor (PLFs) of thermal units has
fallen consistently overthedecade,from 77.5%in FY10t0 61.1%in FY19.Worse,with
130,000 MW of renewables capacity likely to come up by 2022, it is estimated that
day-time PLF of coal-based plants could fallbelow 50%in 4-5 months of theyear; that
could triggeranotherround of stressed assets.The problemwith all power sector pack-
ages so far,including Uday,is that state governments have been given generous finan-
cialaid—Uday forced banks to slash interest rates—without any onerous reform com-
mitments. It is time to ensure that all their dues—to banks, power producers, etc—are
automatically deducted from their accounts with the RBI; anything else less drastic
will be cosmetic.

No bilateral concessions

Madhya Pradesh power tariff-case holds valuable lessons

IVEN HIGH INFRASTRUCTURE costs in India, or rigid labour laws and

even high tax rates, governments find it easy to work out bilateral deals

with big, or new, investors. That practice, however, could increasingly be

challenged legally as preferential power tariffs are being done right now
in Madhya Pradesh.The case dates back to 2016,when the MP State Electricity Regu-
latory Commission (MPSERC) had approved differential tariffs fornewindustrial units.
Theregulatorhad givenarebate of X1 perunit or 20%,whicheverwas lower,on energy
charges for new connections in the industrial category. After this was challenged in
2017,the central appellate tribunal forelectricity,APTEL,struck down the differential
tariffs,saying thiswasa matter of providing differential incentives to existingand new
users in the same category of large consumers. Hopefully, the Supreme Court,where
the caseis being heard now,will do the same.

The state government hasapparentlyjustified the lowertariff tonewcompanieson
the grounds that the older companies would have received some other sops aswell in
the past. In that case, what the government needed to do was to extend those same
sops to the new units. It is, in fact, quite surprising that the state electricity regulator
allowed the rebate, even if it was at the prodding of the state government. But, all too
often, state and central governments attempt to lure new investors with sops or offer
financial support toa certain set of companies.A good case in point is the central gov-
ernment’s support, in terms of the EPF contributions for workers, in new textile and
leather units. Obviously firms need incentives to hire workers, especially when mini-
mum wages as well as statutory imposts are so high; others need lower power tariffs
because India chargesindustrial units roughly double what it costs to produce the elec-
tricity, or concessional taxes because India’s corporate tax rate is much higher than
thatin competitor countries. Concessions also need to be given to make up for India’s
higherinfrastructure costs.

With morelegal challenges likely to bilateral concessions, the government—at the
Centre and the states—has no option but to make the business environment more
friendly; in other words, have irreversible and lenient regulation, flexible labour laws
and ensure clearances are speedyand that all contracts are honoured.If it is easy todo
business,companies don’t reallyneed any sops.Similarly,when thereisaflawin the pol-
icyenvironment,fixit foreveryone.The central government did well not togrant Apple
theimport duty concessions it wanted to increase its manufacturing in India, but it is
clearthe current phased-manufacturing-programme—this uses high import duties to
discourage imports—for mobile phones isn’t working either; the solution, then, is to
look at a better policy to encourage genuine mobile phone manufacturing in India,
and apply this forall manufacturers.

SourNOTE

Tamil filmmakers “notify” a ban on reviewers who judge
their films harshly from press events and screenings

RODUCERS FROMTHE Tamil film industryhave said thatany film criticor

reviewer judgingamovie,its cast or crewtoo harshly—or,in thewords of the
producers’unions,“more negatively than warranted”— shallbebanned from
futureindustryevents,including screenings,success parties,etc,alongwith

being served a legal notice. This move, reports say, is aimed at reducing the unman-
agebale costs production houses have to bear while organising press events for their
films,alarge portion of which goes towards paying,and catering to media personswho
come to such events—a practice now discontinued by film industry elsewhere.
Although the notice doesn’t seem to have any legal standing—critics and reviewers
agree that published negative reviews alone don't make the general publicdevelopan
unfavourable opinion of the film—the attempt to curb free expression and rather
immature counter-move are not only wildly irresponsible but also laughably absurd.
Today, for most of the multiplex-going public, the decision towatch amovieisbased

on the opinions it garners on social media, not on any one critic’s take. Would the pro-
ducers’unions then want all individuals voicing negative opinions against a movie to
bebanned fromwatching theirmoviesin the future? Besides,while this declaration was
made with regard to local film critics and reviewers, the fact is that technology has
invalidated all notions of geographic isolation of ideas and conversations—an indi-
vidualsittinginamultiplexin Delhiisas capable of influencing the opinionsand deci-
sionsofherfriendsin Tamil Naduasanylocal film critic. While the poorwording of the
notice has since been apologised for,and a modified addendum to the statement
released, this controversy presents the perfect opportunity forthe Tamil film industry
toreviewtheirown filmmaking practices torealise thatitisn’t the reviewof a film that
makesitacommercial failure but manyfactors such as content, production quality, etc.

PIS, WITHINVESTMENTS in

Indian equity markets of

around $450bn,areacritical

source of capital for the

growth of the Indian econ-
omy. FPIs play a large role in helping the
government reach its ambitious target
of divestment and fund India’s current
account deficit. Unfortunately, India’s
unstable and unpredictable tax regime
is giving them pause. Frequent changes
in taxation and regulations, and the
imposition of new surcharges withouta
formal consultative process are tarnish-
ingthe perception of Indian capital mar-
ketsamong FIIs.

The imposition of long term capital
gains (LTCG) taxes in last year’s budget
has already taken its toll on FPI interest
in India. We have not yet seen the full
impact because, since the imposition in
lastyear’s Budget, markets in India have
been depressed. Once markets recover,
the full brunt of the imposition of the
capital gains taxes and surcharges will
become evident.Indiamusthead this off.

Equity markets are an important
barometer on the state of the economy.
Today, a large retail population invests
savings in equities. Equity markets are
important forraising resources forcom-
panies and for private equity funds exit-
ing private companies.Aproblem forone
constituency of the market is thus a
problem for all,because of the intercon-
nectedness of financial markets.

If India aspires to replicate China’s
economic success, an investor-friendly
policyframeworkisa prerequisite.India
standsalone,perhapstheonly countryin
the world that taxes the income of for-
eign residents from the income earned
on the sale of shares. Most countries
exempt FPIsfrom taxationin theirjuris-
diction. The current regime makes
investing in India less competitive and
goes against global best practices.

The MSCIIndiaindexhasdelivereda
compounded five-year annual return of
3.5%, ( far) less than the returns deliv-
ered by China (estimated 7%)and the US
(estimated 189%). Last year’s Budget

and health

CHOKING INVESTMENT

THERE IS NO APPARENT BASIS FOR TAXING FPIS DIFFERENTIALLY BASED ON THEIR LEGAL STATUS.
THE MOVE WILL CERTAINLY IMPEDE INDIAN CAPITALMARKETS' ABILITY TO ATTRACT FRESH FLOWS

How FPI taxation hurts
small investors & FDI

AGARWAL PARKER

President, Asset Managers Roundtable of India

imposedataxon FPIs'LTCGat therate of
10% plusasurcharge,takingitto 10.9%.
The latest Budget raises this tax to
14.929%for FPIs set up as non-corporate
bodies. This raises the effective rate of
capital gains tax on FPIs constituted as
non-corporate entities vis-a-vis those
organized as corporate entities or firms.
For instance, the effective peak tax rate
onshort term capital gains tax on sale of
equity shares for a FPI constituted as a
company will be 16.38%, whereas the
correspondingrate fora FPI organised as
atrustwillbe 21.37%.

Imposing LTCG created several oper-
ational challenges dissuading genuine
FIIs from investing in India. In order to
mitigateanyfriction onaccountof taxa-
tion,thegovernmentshould reverttothe
earlier regime of exempting FPIs from
LTCGtaxation.Taxing LTCGstrikesatthe
heart of the fund managementbusiness.

First,capital gainsarenotanincome,
theyare not something thatcometoyou
regularly.Second,the current taxregime
goes against the nature of the business
of fund management, especially for for-
eign funds, which are open-ended. Over
the course of theyear,the FPI fund entity
has to estimate and pay the tax, making
itdifficult to calculatethe NAVofafund,
leaving it subject to interpretation and
unfairly penalising some investors. The
problem arises because the taxable
entity in India is the “fund”and it is not
possibletoattribute the taxes paid tothe
underlying investor.

The fund can'tissue a tax credit cer-
tificate to each individual investor to
claim the credit for the taxes paid in
India. This leads to a situation where
the investor would be taxed twice on

the sameincome,onceinIndiaand the
second time in their country of resi-
dence. The taxes are effectively an
expense for the investor and would
make a sharp dent on their returns
from Indian markets.

Inaddition,around 50% of theworld
invests passively via index funds/ETFs.
Returns onindex funds/ETFsinIndiaare
unable to replicate the returns on the
index because the index does not have
any taxes in it. Thus, all
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¢ BUDGET ASPIRATIONS

Union finance minister, Nirmala Sitharaman

The Budget 2019-20 reflects the commitment of this
government to substantially boost investment in
agriculture, social sector, particularly in education

not been able to provide adequate
returns from Indian markets.

Our research shows there is no other
tax jurisdiction that targets non-corpo-
rate entities such as “trust” structures.
Why this mistrust of trust structures in
India when the NIIF was itself set up by
the Government of Indiaasatrust? (May
be, UTI too). Most pension funds (global
FPIs) and Category III AIFs (India-based
pooled funds) are set up in the form of
umbrella trusts with segregated
schemes to effectively ring fence liabili-
ties (on similarlines as‘mutual funds’in
India). Theseare global standards used by
large and small institutions for ease of
doing business and consistency.

Admittedly, a differential surcharge
iscurrentlyapplicable to corporatevehi-
clesvis-a-visothers.With the proposal to
now increase the surcharge, the impact

on the effective tax rates

India index funds are E———— for FPIs (driven by their

underperforming their
benchmarkindex,making

It results in an

legal status) is highly sig-
nificant.Inaddition,given

them even more uncom. ~ arbitrage be.tween that this change will be
petitive comparedtotheir ~FPIs, per their legal effective April 1,2019,in

global counterparts. Most
US pension funds are not
subject to capital gains tax
in the US, so taxing their
capital gains in India eats
into their returns without

status,and thus
paints India as a
country lacking
stable tax policy

the case of open ended
funds, where investors
have already exited, the
implementation of the
highertaxwill createaddi-
tional challenges. Such a

giving them the ability to ~ "——————  high delta in effective tax

getatax credit.

Moreovet, in a year when the rupee
depreciates,the FPIfund entitywould be
paying taxes on notional gains in rupees
while the fundwould belosing capitalin
dollars. These issues create substantial
hurdles for new foreign portfolio flows.

Additional surcharges on capital
gains taxworsen the situation.

Assignificant proportion of FPIs,an
estimated 40%, and (about 95%) of Cat
I ATFs are set up in non-corporate form
and represent small investors through
pension plans or otherwise. This has the
potential to cause negative impact on
small investors and, therefore, be very
disruptive for the capital markets. As
things stand, these poolingvehicleshave

NCLAT’s judicial activism damaging IBC

With the order on operational

creditors in the Essar Steel matter,
NCLAT has veered into legislative
territory, sans electoral accountability

PROF UR RAI, one of India’s foremost
constitutional law professors, began his
lectures by declaring that ‘judicial
activism, for lack of a better word, is a
pejorative term’ Hiswords could notring
truerin the context of the NCLAT’s deci-
sion in the ongoing bankruptcy pro-
ceeding of Essar Steel. Put loosely, judi-
cial activism refers to the practice of
judges goingbeyond interpreting statu-
tory law in its textual form and using
subjective notions of justice and equity
torenderjudgementstransgressingleg-
islative intent. Judicial activism is prob-
lematic on many levels. It militates
against the fundamental principle of
separation of thelegislature and thejudi-
ciary, compromises policy initiatives of
Parliament that is accountable to the
electorate, and causes subjectivity and
unpredictabilityinjudgements.Thereis
some merit for activism where laws
strike at core constitutional values such
asfundamentalrightsand individual lib-
erties. However, activism in the area of
technical and commercial laws dealing
with rights of private parties is unwar-
ranted and portends a dangerous trend
of tribunals acting like lawmakers sans
electoral accountability.

The IBC was passed in the face of
mounting NPAs gnawing at fiscal
reserves of the banking sector. The gov-
ernment constituted an expert commit-
tee comprising economists,bankersand
public policy experts to draft the frame-
work for a new insolvency regime. The
committee’s recommendations can be
summarised into a few ground rules.
First, the IBC must be made as ‘judge
proof’ as possible—by vesting all com-
mercial and operational decisions with
the committee of creditors and the insol-
vency professional to reduce timelost in
litigation—and the NCLT acts as a
guardian of due process. Second, classi-
fying all government dues, employees
and trade counterparties as operational
creditors who, in any restructuring pro-
posal, are entitled to receive the value
they would have recovered in the event
of liquidation. In most distressed com-

panies, theliquidationvalue of such dues
wouldbe close tonil,since secured banks,
being higher in the pecking order, are
already suffering huge haircuts. Third,
defaulting promoters would not only
lose their companies but also would be
liable to pay creditors under their per-
sonal guarantees to the full extent of the
haircut.These rules led to the unprece-
dented success of the IBC. However, the
NCLAT decision in the Essar Steel matter
is an example of egregious judicial
activism threatening to derail the gov-
ernment’s reform agenda.

The NCLATappearstore-examinethe
superiority of financial creditors com-
pared to operational creditorsbyopining
thataccording ‘liquidationvalue’to oper-
ational creditors can harm the Indian
economy.This is deeply distressing since
our constitutional scheme does not con-
fer tribunals with the task of evaluating
whatis desirable forthe Indian economy.
Rather, Parliament, being an elected
body, must give policy direction to the
economy.In any event, the policy of sub-
ordinating operational creditors under
the IBCwas upheld by the Supreme Court
(SC) in Swiss Ribbons. Regardless, the
NCLAT felt that the proposed payout
under any bid must be shared propor-
tionatelybetween operationaland finan-
cial creditors,since thatwould be‘fairand
equitable’. Arcelor Mittal was roughly
proposing a 90% recovery to financial
creditors,which the NCLAT hasdrastically
reduced to 60%, leading to heavy losses
tobanks.Foreigninvestorshad trustedin
the IBC processand boughtlarge pools of
Essar loans from PSBs with the hope of
achieving profitable IRRs. Not only has
frivolouslitigation entertained by NCLAT
inordinately delayed recoveriesand sup-
pressed IRRs, but this order has also
shrunk their principal recovery.

Thisleads toananomalous situation
where financial creditors would rather
enforce securityat thefirst sign of finan-
cialdistressina firm, therebydeprivingit
of its essential productive facilities, or
choose tovote forliquidation of the com-
pany, since, in both cases, they stand to

SINHA

Partner, AZB & Partners
Views are personal

make higher recoveries as opposed to
under a resolution plan under NCLAT’s
formulation. This will cause more com-
panies to be wound-up, even if they are
economically viable. This surely could
not have been the intention of Parlia-
ment. Further, the NCLAT ruled that all
lenders deserve the same payout under
a resolution plan, regardless of the level
and nature of their security. This goes
against the grain of core banking prac-
tices the world over, defeats the purpose
of credit appraisal and eliminates the
commercial basis for pricing credit risk.

The SC,in K Sashidhar,emphatically
held that the NCLTs should not interfere
in the commercial decisions of lenders.
However, after the bid was approved by
theEssarlenders,the NCLAT fundamen-
tally altered its commercial terms
thereby frustrating theirfinancial objec-
tive.The NCLAT makes avaliant effort to
paintthedistribution of proceeds under
abid tobeanon-commercial matterand
consequentlynotimmune fromjudicial
review.If proposed recoverytolendersis
notacommercial matter,then onewon-
ders what is. After imposing an addi-
tional 30% haircut on lenders, the
NCLAT notes that since the plan clears
the debt of the company, the personal
guarantees of promoters also abate.
Banks not only lose an additional 30%,
butalsolose theirrights tosue promoters
for the entire 40% haircut!

The Centreand regulators haveleft no
stone unturned to tackle NPAs. But, by
treating banks as mercenary Shylocks
benton sacrificing operational creditors,
the NCLAT is eroding a well thought out
legal policy. Being custodians of public
deposits and predominantly public-
owned, the policy of prioritising the
banking sectorwasa conscious choice.By
negating that, the NCLAT has trespassed
on legislative territory. It remains to be
seenif the desecration of creditorrightsis
undone by the SC or by way of amend-
ments of theIBC.Eitherway, the patience
of foreign investors is running thin and,
unfortunately,theyare fleet-footedwhen
searching for their elusive IRR.

rates, in our opinion, is
possibly unintended and certainly not
desirable. It results in an arbitrage
between FPIs,driven by theirlegal status,
and thereby has the potential to tarnish
India's reputation as a countrywith sta-
ble tax policy for foreign investors.
There is no apparent basis for taxing
FPIs differentially based on their legal
status.The higher surcharge will impact
anumber of large foreign mutual funds
and pension funds investing in the
Indian markets for the long term,which
aretypically organised as non-corporate
vehiclesin theirhome countries.Thiswill
certainlyimpact the competitiveness of
Indian capital marketsand impede their
ability to attract fresh flows.

THE EDITOR

Malnutrition malaise

There is nothing which is of more
significance for survival, if not a
decent living, than nutrition.
Obviously, there is nothing worse
than malnutrition to make the
chance of survival bleak. There is no
sight more distressing than
anaemic children. There is no
denying the fact that hunger and
starvation persist in our country.
Malnutrition stunts the growth of
children and renders them
incapable of growing into full-
fledged adults. The circumstances
in which you are born define and
decide your life. Children born in
impecunious circumstances suffer
most from malnutrition. It is all the
more reason for the state to
intervene to provide adequate
nutrition to all. Providing food
security should be the top priority
of the government. Funds for food
to all yield great returns, helping in
unlocking the citizens' full potential
and strengthening the country's
workforce. Governance can be
termed 'good' only when it
banishes hunger and starvation
from our land. We all wish that India
becomes a $5 trillion economy and
a superpower. But, then, we cannot
leave the problem of malnutrition
faced by the impoverished masses
unaddressed.

— G David Milton, Maruthancode

Temporary reprieve

The coalition government in
Karnataka has earned a temporary
reprieve with the Speaker KR
Ramesh Kumar deeming eight of
the 13 resignations submitted to his
office by coalition MLAs invalid. The
erring legislators have been given
two days time to seek an
appointment, appear before him in
person and submit their
resignations in the "prescribed
format". While the move has helped
the coalition to buy more time it is
apparent that the coalition is
fighting a losing battle.

— N J Ravi Chander, Bengaluru
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Now,
flies into
turbulence
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The author is chief operating officer, Institutional
Investor Advisory Services (liAS)

IndiGo

With two of the largest airlines in doldrums,
IndiGo’s addition to the pack is worrisome

Exhibit 1: Rights afforded to the IGE group and the
RG group in IndiGo's Articles of Association (AoA)

B Where either of the
groups wishes to transfer
their shares to a third party,
the other group (non-
transferring party) will have
the right of first refusal
(shares can be purchased offer.
by the group or any person
nominated by it) or a tag
along right.

M Prior consent of the other
(non-transferring) party will
be required in case IGE or
the RG group wants to
transfer their shares to a
competitor or to any

along right will not apply
to shares acquired by the
groups after the IPO.

B None of the groups can
acquire shares in a manner
that will trigger an open

M If the minimum public
shareholding limit
increases, the groups will
be obliged to sell their
respective stakes
proportionately.

M IGE has the right to
appoint 3 non-

appoint the Chairman of
the Board. (Clause 17.1)

B RG Group has the right to
appoint 1 non-executive
director not liable to retire
by rotation. (Clause 17.1)

M IGE has the right to
appoint the
MD/CEQ/President of the
company (Clause 17.4)

M Presence of 1 director
each nominated by IGE
and RG group is necessary
to constitute quorum for
board meetings (Clause

person in a manner that
will trigger an open offer.

independent directors, 1
among these shall not be
liable to retire by rotation.

20.2)—the groups can
waive this requirement.

B The right of refusal and tag

IGE also has the right to

Source: IndiGo's AoA: liAS research

Exhibit 2: IndiGo's directors' board meeting attendance

Director

Rahul Bhatia (Promoter)

Rohini Bhatia (Promoter)

Rakesh Gangwal (Promoter)

Average attendance of promoters
Devadas Mallya

Aditya Ghosh

Anupam Khanna

Average attendance of the entire board

Note: Rakesh Gangwal was appointed to the board on June 25, 2015

30% (3/10)
50% (5/10)

14% (1/7)

100% (10/10)
90% (9/10)
80% (8/10)

FY16 FY17 FY18
38% (3/8) 50% (4/8)
25% (2/8) 75% (6/8)
50% (4/8) 63% (5/8)
33% 38% 63%

88% (7/8) 100% (8/8)
100% (8/8) 100% (8/8)

63% (5/8) 100% (8/8)
63% 60% 81%

Source: Annual Reports

Exhibit 3: Composition of IndiGo's audit committee

March 31 Sept 30 Mar 31

Director Category 2016

M Damodaran Independent Director —
Devadas Mallya  Independent Director
Aditya Ghosh

Rahul Bhatia

Executive Director

Interim CEQ/
Executive Director —

Anupam Khanna Independent Director

Non-Executive Non-
Independent Director —

Anil Parashar

2017 2018 2018 2019
— — — Chairperson
“Chairperson ————  —

Member — —

— — Member —
Member

— — — Member

Note: M Damodaran joined the board in January 2019 and Anil Parashar joined the board in October 2018:;

Source: Corporate Governance filings on BSE

LAYARAJA CAME INTO the Tamil

filmindustryin 1976,and becameits

demigod. He is possibly the world’s

most prolific composer,having com-

posed over 7,000 songs, provided
film scores formore than 1,000 films,and
performed in more than 20,000 concerts.
Hebrought freshness into film music, pro-
vided hits constantly till he slowed down
with the arrival of AR Rahman and a slew
of new composers. He continues to be wor-
shipped by his fans, who are legion, and
who refer to him as the maestro.

The composerhasbeen highlylitigious
inthe past fewyears,fighting for the rights
over his music. His complaintis that he has
notreceived hisrightful duesand hasbeen
cheated over royalty payments. In 2010,
he lodged a complaint with the Chennai
police that a private firm had commer-
cially exploited his music without his
knowledge.The Echo Recording Company,
withwhich producers of various films had
entered into agreements,had not paid him
royalty. They had sold the music rights to
other companies illegally.

He managed to get injunctions against
several companies from using his music.
The composer also filed cases against
karaoke apps, TV,FM channels, film direc-
tor Shankar (of 2.0 fame) and whoever he
thought had wronged him.

There was a wave of shock when he
served alegal notice on singer SP Balasub-
rahmanyam (SPB), who has given a huge
number of hits with the composer when

Illustration: ROHNIT PHORE

HE RECENTALLEGATIONS of
the Gangwal faction (RG
group) against the Bhatia fac-
tion (IGE group), both pro-
moters of InterGlobe Aviation
Limited (IndiGo) with almost equal
shareholding, revolved around three
broad issues: (a) the Articles of Associa-
tion (AoA) give the IGE group superordi-
nate powers, (b) related-party transac-
tions between IndiGo and the IGE group
were not conducted in a transparent
manner,(c) theboard decided not to con-
vene an extraordinary general meeting
(EGM) at the behest of the RG group,even
though they have thelegal right toit.The
mere suggestions of these—independent
of which faction is correct—raises con-
cerns over corporate governance stan-
dards at the board level.
Corporate governance at IndiGo can
be strengthened. At a very

composition, which included an execu-
tive director since its listing—Aditya
Ghoshwhile hewas still around,and then
Rahul Bhatiaonce hetook overasinterim
CEO—until recently (exhibit 3). We
believe having executive directors as
members of the audit committee creates
a conflict of interest that could best be
avoided—more so, seeing that the main
issues being raised are those of related-
party transactions.

Investors must question the need for
related-party transactions in the first
instance. Why should allied services
required by the airline be owned and pro-
vided by promoter-controlled entities? It
isessentially the same question that Sun
Pharma’s investors are asking of Aditya
Medisales.Such operating structuresadd
alayer of opacityand create investor mis-
trust at the first inkling of wrongdoing.
While the IGE group can continue to
assert that therelated-partytransactions
are a non-issue, such structures have
oftenbeen the cause of financial leakages
in other companies in the past.

IndiGo, in a sense, is the test case for
what a differential voting rights (DVR)
environment will look like. One of the
concerns over DVR is that it could result
in management entrenchment. In
IndiGo’s case, the disproportionate vot-
ing rights (because the RG group must
vote with the IGE group) provides
enabling conditions for board capture—
which is perhaps reflected in the board
decision to not acquiesce to hosting an
EGM. The RG group will now have to use
its privileges under regulation and host
the EGM on its own (exhibit 4).

Investors recognise the difference
between leadership (having someone at
the helm who is accountable) and man-
agement/promoter entrenchment. But
holding disproportionate power can be
detrimental to stakeholders. It is in this

context that SEBI needs to

basic level, the size of the S ———————————— think long and hard once

board at sixdirectors allows

again about its decision to

greaterboard controltothe The battle between allow DVR.Independent of

IGE group by virtue of their
board nomination and
executive directorappoint-
ment rights (exhibit 1). The
median size of boards in
India is between 9 to 10
members, and therefore
board expansionwill create
room for more indepen-
dent directors. Rakesh
Gangwal, who  was
appointed to the board in
June 2015,wasnotamem-
berofanyof theboard com-
mittees—which effectively
means that the same set of

the two sets of
promoters may not
have affected
operations just yet. thesecircumstances.
But we have yet to
see an instance
where governance
issues don't
eventually work
their way into
balance sheet
challenges

SEBI’s decision on this,
stock exchanges, too, must
not allow companies to list
on their platforms under

With two of the largest
airlines in doldrums,
IndiGo’s addition to the
packisworrisome.The bat-
tle between the two sets of
promoters may not have
affected operationsjustyet.
But we have yet to see an
instancewhere governance
issues don’t eventually
work theirwayintobalance

5 people formed every ey sheet challenges. It may be

board committee. The

engagement of IndiGo’s directors post-
IPO, reflected in poor attendance levels,
was another element of concern: pro-
moters together had attended less than
50% of the board meetings (exhibit 2).1t
is only in FY18 that attendance levels
increased—perhaps as the Kotak Com-
mittee proposed harsh re-election crite-
ria for absentee directors or that the dif-
ferences had started to simmer.The root
allegation made by the RG group is that
of managing conflict of interest. This is
reflected in IndiGo’s audit committee

a while before lenders and
investors trust them enough to give them
access to capital. Most will ask them to
sort out their internal battle first. Essen-
tially, this means that if the airline wants
to buy or lease more aircraft to take
advantage of the open slots, it will find it
that much more difficult. Existing lines
with banks may see some contraction if
lenders believe the governance issueswill
impact credit quality. Some of these risks
are now at the horizon. Investors must
fasten their seat belt; this has the mak-
ings of abumpy ride.

Eventually,we
will be an
ageing country

CHAUHAN

The author is senior technical advisor, Advocacy & Accountability,
International Planned Parenthood Federation (SARO)

Demographic dividend won’t stay with
us forever; we need to act now

OPULATION IN MANY countries across Asiaand
parts of Europe is ageing rapidly, with the num-
ber of older people projected to double by 2050.
Luckily, for India, the demographicdividend that
started in 2005-06 will last till 2055-56. This
span is long due to differential population parameters and
behaviouramong different states.Simply put,demographic
dividend can be considered as a period of potential boost in
economic productivity that can result due tolarger number
of working-age population (16-64) in comparison to non-
working age share of the population.The impact of the div-
idend, however, depends upon good health, quality educa-
tion and skills, job opportunities and a lower proportion of
young dependents for existing population.

The India Ageing Report by UNFPA states that “the cur-
rent percentage of elderly population is expected torise from
6% (2019) to around 19% by 2050 and though the growth
rate of the elderly population dipped slightly in the 1960s
and 1980s,itwas always higher than the general population
and the difference between the two has widened over the
period. Undoubtedly, therefore, relatively young India today
willturnintoarapidlyageing societyin the coming decades.”

Anotheraspect of changing population parameteris the
feminisation of ageing. Data shows that sex ratio of elderly
population increased from 938 women to 1,000in 1971 to
1,033in 2011 andis projected toreach 1,060 by 2026,with
48% of women falling under widowed categoryin compar-
ison to 15% of men. This points towards a growing category
of widowed and highly depen-
dent category of old women.
Feminisation of ageingisnota
phenomenon that cannot be
dealt from the perspective of
betterliving and health condi-
tions. Healthy ageing will
require a life cycle approach
that starts early in the child-
hood and implemented
throughout the course of life
spanning across adolescents,
young people,adulthood and older populations,and can be
termed in relation to sexual activity, including before sex-
ual maturity, when sexually mature and unmarried, and
after the fertile period. Often, the lifelong effects of sexual-
ity and reproductions such as multiple pregnancies, inade-
quate support during pregnancy, at the time of childbirth,
and in the post-partum period make women more vulnera-

An ageing India
may appear to be a
distant issue, but
considering its
rapid pace and
scale, it requires an

immediate action
|

ble to health issues in older age.
Income insecurityadds to the vulnerability of older pop-

Exhibit 4: Procedure for calling EGM: Sec 100 (2) of Companies Act

B The Board shall call an
EGM on the requisition
made by shareholders.

AlIn the case of a company
having a share capital:
holding not less than 10%
of the paid-up capital of
the company on the date
of receipt of requisition.

A In the case of a company
not having share capital:
holding 10% of the total
voting power of the
company on the date of
receipt of the requisition.

B Members should provide
requisition to call EGM in
writing or by electronic
mode 21 days prior to
proposed date of EGM.

M The notice should specify

place, date, day and hour
of the meeting & contain
business to be transacted
at the meeting. It is not
mandatory to provide an
explanatory statement for
proposed resolutions. The
requisitionists may
disclose the reasons for
proposing resolutions.
The meeting should be
convened at registered
office or in the same city
where registered office is
situated on working day.

B Notice shall be signed by

all requisitionists or by a
requisitionist authorised
in writing by all other
requisitionists and
delivered at registered

office of the company.

M If the Board does not,

within 21 days from the
date of receipt of such
requisition, proceed to
call an EGM on a day not
later than 45 days from
the date of receipt of such
requisition, EGM can be
called and held by the
requisitionists themselves
within a period of 3
months from the date of
requisition and reimburse
any reasonable expenses
from directors in default
for holding the meeting.

B The EGM shall be called

and held in same manner
as any other meeting held
by the Board.

REGIONAL CAFE: TAMIL NADU

ulation.India’s occupation structure reflects that elderlyare
mostly engaged in the informal sector, with no post-retire-
ment benefits. The government has made incremental
progress on issues specific to ageing especially with its
National Policy on Older Persons and its flagship Integrated
Programme for Older Persons. There are other initiatives
such aswelfare funds, to take care of the basic needs of senior
citizens, particularly food,shelterand healthcare to the des-
titute elderly.The question,however,iswhether the welfare
mode for elderly population is enough to maintain the div-
idend as well as a healthy and productive population?

There are examples from Russia and Thailand, where
efforts for elderly-friendly communities and health systems
are crucial parts of the strategy for older people.In addition
to welfare measures, similar to those in India, some of the
key components that are part of the strategy are efforts for
stimulating of active longlife, using knowledge, skills,labour
potential of older generation for economic development,
creating avenues for engaging in voluntary employment,
adopting housing and transport for elderly, government-
supported behaviour change communications to enhance
solidarity between generations,and improving medicaland
social care catering to geriatric needs. There are numerous
other innovative examples from other rapidly-ageing or
aged societies from across the world.

Finally,an ageing India may appear to be a distant issue,
but considering its rapid pace and scale, it requires immedi-
ate remedy not just at the policylevel, but also in our health,
education,employmentand physical infrastructure systems.

[layaraja, music
and copyright

Confusion over
copyright is not
going to go away
any time soon

hewas performing concertsin the US.SPB
had to stop performing songs composed
by Ilayaraja. This created a huge contro-
versy,and it was time for the Tamil music
industry to discuss how royalties should
be shared between musicians, lyricistsand
singers. Everybody was confused about
who owned the song. The confusion has
persisted ever since.

Legal opinion was divided. Many copy-
right lawyers felt that Ilayaraja’s position
was untenable. Performers have their own
copyrightsas perlaw.The singeris entitled
to perform.The composer may be entitled
to his share of the royalty. They say the
Indian copyright lawis a sticky subject.You
can find everything you want to find in it,
with almost every stakeholder finding

RAVINDRANATH

sushila.ravindranath@expressindia.com

clauses and rules that justify her motive.
In most cases,such claimslead toatorrent
of confusion and litigation.

The Copyright (Amendment) Act,
2012,brought in sweeping changesto the
existing Copyright Act, 1957. These
changesinclude mandatoryroyalty-shar-
ing provisions, statutorylicensing regime
for broadcasters, a new scheme for copy-
right societies,a safe harbour provision for
internet intermediaries, etc.

Copyright societies are formed to col-
lectively administer the works of authors
and owners of such works. It is not practi-
cal for every author or owner to keep a
track of all the uses of their work. When a
person becomes a member of national
copyright society, her work is expected to

be kept under better vigilance. Collection
of all theroyalties for the usage of the work
becomes easier.

The business of providing licence for
any dramatic, artistic, musical or literary
work incorporated in cinematic or sound
recording form should be carried out only
through a copyright society duly regis-
tered under this Act. The period for regis-
tration granted to a copyright society is
five years and it can be renewed before
expiry of this period or at the end of it.

In India, songwriters and their pub-
lishers would assign or transfer to an
organisation,such as the Indian Perform-
ing Right Society (IPRS), their right to
authorise the public performance of their
songs. In return, the IPRS would collect a

fee for every musical performance and dis-
tribute the money equally between song-
writers and the owner (publisher) after
deducting a service fee. Tamil film pro-
ducers sell music rights to music compa-
nieswhoworkwith the IPRS.Whoever per-
forms Ilayaraja’s music pays the IPRS in
consultation with his lawyer,which settles
his dues.With so many parties involved in
creating music, many grey areas remain.
Many hearings later, the Madras High
Court delivered its verdict recently. Both
the composer and his fans claimed that
thejudgmentisa greatvictoryforhim.The
Court ruled that he owned ‘special moral
rights’ over his songs. It also entitles him
to restrain or claim damages in respect of
anydistortion, mutilation, modification or

otheractinrelation to hisworkif such dis-
tortion, mutilation or modification would
be prejudicial to his honour or reputation.

The judge held that Echo Recording,
the defendant, too had the right to exploit
the rights over the sound recordings
obtained by it from various producers.
According to legal opinion in substance
the judgment confirms absolutely the
rights of producers as owners of “sound
recordings” in films, prior and post the
2012 amendment. The only limitation
that is placed on the producer is the
exploitation of the musical workina man-
ner other than as expressed in the sound
recording, for example as a standalone
instrumental piece. Similarly, the com-
poser stands restricted in expressing the
musical work as a sound recording in any
other manner, for example as a song with
different lyrics in another film.

According to a copyright lawyer,
authorship is different from ownership.
What Ilayaraja has got is his right over
authorship. This judgment is no great tri-
umph for composers as producers retain
therights.Therights of composers arebal-
anced in the 2012 amendment granting
irrevocable statutory entitlement to roy-
alties for composers. Ilayaraja’s gains by
this are not substantial as the bulk of his
work has been prior to the amendment.

With technology changing so fast and
music being delivered through so many
channels, confusion over copyright is not
going to go away any time soon.
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THE TOP 10 per cent earners in India
made over 69 per cent of the country’s
labour income in 2017, in contrast to
0.25 per cent made by the bottom 10
per cent earners, according to a global
report by the UN arm International
Labour Organisation (ILO). This gap
has been consistent in India since
2004, when the top decile had earned
about 70 per cent of the total income
and the poorest 10 per cent had
earned 0.30 per cent.

Globally, the top 10 per cent earn-
ers made a little under half the total
income of 2017, compared to less than
2 per cent earned by the the lowest
paid 30 per cent workers, said the re-
port, which covered 189 countries. On
an average, the bottom 10 per cent
workers earned $22 a month in 2017
while the top decile earned $7,475.1n
other words, the poorest 10 per cent
would need to work three centuries

LABOURINCOMEDISTRIBUTION (%) BY DECILE

(Deciles ordered from bottom 10% earners to top 10%)

The Global Labour Income Share and Distribution’, International Labour Organisation

more if they were to reach the $7,475
level of the top decile.

While the pay inequality has re-
mained consistent in India, it has re-
duced at the global workplace in the
last 13 years. The income share of the
richest 10 per cent was down to 48.9
per centin 2017 from 55.5 per centin
2004. While the report attributed this
to the rise of emerging markets such
as China and India, the pay inequality
in these countries is more pro-
nounced. China’s 10 per cent richest
workers earned 42.12 per cent of its
labour income against the bottom
decile’s 0.47 per cent in 2017.

Worldwide, the income share of
the middle 60 per cent workers grew
t030.2 per centin 2017 from 23.6 per
cent in 2004, while the share of the
richest 20 per cent workers came
down by 6.8 percentage points.
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FAct CHECK, GROUND REALITY

HOWINDIACONTROLS LOCUSTS

ON TUESDAY, Agriculture Minister
Narendra Singh Tomar told Parliament
that since May 21, there has been an in-
cursion of desert locusts in Rajasthan and
Gujarat from areas bordering Pakistan.
“Neither the desert locust control teams
nor any state agriculture functionaries
have reported any damage to the crops,”
Tomar said (The Indian Express, July 10).
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PPQS. The LWO's responsibility is moni-
toring and control of the locust situation
in Scheduled Desert Areas mainly in
Rajasthan and Gujarat, and partly in
Punjab and Haryana.

The LWO publishes a fortnightly bul-
letin on the locust situation. The latest

Locust Warning Organisation status
report. The area covered hasrisen
since this bulletin for June 16-30.
Desert Locust Situation Bulletin, PPQS,
Ministry of Agriculture

bulletin on the PPQS website, for the sec-
ond fortnight of June, said control opera-
tions had covered 5,551 hectares by June
30. By July 3, this had risen to 8,051

hectares, according to the minister’s writ-
ten reply in Parliament.
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SIMPLY PUT QUESTION 8 ANSWER

Reading the Speaker’s rulebook

Faced with resignation letters from 16 MLAs, the Karnataka Speaker has said he needs to go through the
rulebook before taking a decision. What do these rules prescribe for the Speaker in such situations?

PRADEEP KAUSHAL
NEW DELHI, JULY 10

AS MORE and more MLAs of the Congress
and the JD(S) resign in Karnataka, reducing
the ruling coalition to a minority, all eyes are
on Speaker KR Ramesh Kumar who has not
yet decided on the resignations. What is the
role that is expected of the Speaker under
such circumstances? Alook at what the rule-
book says, and the unfolding situation:

Where do the resignations leave the
ruling coalition in term of numbers?

The majority mark in the 224-member
Assembly is 113. Without taking the resig-
nations into account, the ruling coalition has
astrength of 116 — 78 MLAs of the Congress,
37 of the JD(S) and one of the BSP — besides
the Speaker himself, whose casting vote, if
required in a trust vote, would raise the
count to 117.

So far, 16 MLAs — 13 of the Congress and
three of the JD(S) — have submitted their
resignations. If these are accepted, it will re-
duce the Assembly strength to 208, the ma-
jority mark to 105, and the ruling coalition’s
strength to 100, besides the Speaker.

The BJP, which already had 105 MLAs,
now has an effective strength of 107, with
two independent MLAs having already quit
the ministry.

What has the Speaker’s stand been?

On Tuesday, he told the media:
“Anybody can come and resign; they are free
to do so.Iwill be in my office till evening. But
I cannot accept [the resignations] immedi-
ately as I would need to verify them. I need
to go through the rulebook, understand it
and then come to a conclusion. Allmembers
are elected individually. | don’t want to com-
mit a mistake; the future should not con-
sider me as an accused.”

On Saturday, he had told the media that
he had asked his office to take the resigna-
tions for the time being. “Tomorrow
[Sunday], the office will be closed... Monday
I have prior engagement, so on Tuesday I will
go to office and take further action, in accor-
dance with rules.”

So, what does the rulebook say?

Under Rule 202(1) of the Rules of
Procedure of the Karnataka Legislative
Assembly, “a member who desires to resign
his seat in the House shall intimate in writ-

JD(s) and Congress MLA at the Speaker’s office to submit their resignation on July
6. Speaker Ramesh Kumar (below) has not yet taken a decision. PTI

ing under his hand addressed to the Speaker
his intention to resign his seat in the House
in the following form and shall not give any
reason for his resignation.”

Thereafter, it lays down the format of a
resignation letter: “I hereby tender my res-
ignation of my seat in the House with effect
from (the date).”

The rulebook spells out the mode for
dealing with any deviation from the process

laid, saying: “Provided that where any mem-
ber gives any reason or introduces and ex-
traneous matter the Speaker may in his dis-
cretion omit such words, phrases or matter
and the same shall not be read in the House.”

The subequent sub-rule, 202(2), says: “If
a member hands over the letter of resigna-
tion to the Speaker personally and informs
him that the resignation is voluntary and
genuine and the Speaker has no information
or knowledge to the contrary, and if he is sat-
isfied, the Speaker may accept resignation
immediately.”

When 13 of the 16 MLAs — 10 of the
Congress and three of the JD(S) — reached
the Speaker’s office on Saturday to submit
their resignations, the Speaker reportedly
left his office and they submitted their pa-
pers to his office. Later, they met with the
Governor and informed him of their deci-
sion to resign.

What happens if an MLA cannot submit
his or her resignation letter in person?
Sub-rule 202(3) says: “If the Speaker re-
ceives the letter of resignation either by post
or through someone else, the Speaker may
make such inquiry as he thinks fit to satisfy
himself that the resignation is voluntary and
genuine. If the Speaker, after making a sum-

mary enquiry either himself or through the
agency of Legislative Assembly Secretariat
or through such other agency, as he may
deem fit; is satisfied that the resignation is
not voluntary or genuine, he shall not accept
the resignation.”

In this case, however, the MLAs had per-
sonally gone to his office to hand over their
resignations.

In fact, Article 101(3) of the Constitution,
as originally framed, did not contain any pro-
vision for acceptance of the resignation by
the Presiding Officer, and this implied that
the resignation became effective when it
was received by the Presiding Officer or the
Secretariat. According to M N Kaul and S L
Shakdher (‘Practice and Procedure of
Parliament’): “The element of acceptance of
resignation was introduced by the
Constitution (33rd Amendment) Act, 1974
to place a check on any forced resignation.”

Sushil Chandra Varma, the then BJP MP
from Bhopal, had sent his letter of resigna-
tion to the Lok Sabha Speaker on February
15, 1999. He was asked to confirm whether
his resignation was voluntary and genuine.
Meanwhile, Varma not only participated in
a vote held on February 26, 1999, but also
started signing the members’ attendance
register from March. After he was sum-
moned by the Speaker and asked to clarify
on this, Varma wrote to the Speaker on
March 19, 1999, stating that the issues that
had made him tender his resignation had
since been sorted out. On his request, the
Speaker treated his resignation as having
been withdrawn.

What is the case of ‘disqualification’
that the Congress is talking about?

While Congress leaders are trying to
wean the defectors back, the party leaderin
the Assembly, K Siddaramaiah, has said that
the Congress would seek the disqualifica-
tion of rebel MLAs who have put in their pa-
pers because, he claimed, their resignations
were not voluntary and genuine.

The 10th Schedule of the Constitution
provides that a member of an Assembly or
Parliament will be disqualified “if he volun-
tarily gives up the membership” of the party
on whose ticket he has been elected.

In the curently unfolding situation, how-
ever, neither the Congress nor the JD(S) has
complained yet about any of the MLAs giv-
ing up the membership of their respective
parties. The 16 MLAs have themselves cho-
sen to quit the Assembly.

How PIB accreditation helps journalists

KRISHN KAUSHIK
NEW DELHI, JULY 10

THE UNION Ministry of Finance has justified
recent restrictions on the entry of journal-
ists, even those holding a Press Information
Bureau (PIB) card, in the Finance Ministry on
the ground that the government is simply
streamlining the interactions between the
media and the government. Many journal-
ists holding a PIB card are feeling aggrieved.

What does PIB accreditation do for jour-
nalists? Does it provide free access to all gov-
ernment departments? How does having a
PIB card help journalists in their work?

Eligibility

APIB accreditation is only given to jour-
nalists who live in Delhi or its periphery, and
works with a media organisation that has
been functioning continuously for at least a
year and if 50 per cent of its content is news
or commentary of general public interest.
The content should also include news and

information emanating from the headquar-
ters of the Government of India.

According to the Central News Media
Accreditation Guidelines, 1999, PIB accredi-
tation “shall not confer any official or special
status on news media representatives, but
shall only recognize their identity as a pro-
fessional working journalist”.

The guidelines define accreditation as
“recognition of news media representatives
by the Government of India for purpose of
access to sources of information in the
Government and also to news materials,
written or pictorial, released by the Press
Information Bureau and/or other agencies of
the Government of India”. The PIB card given
to all accredited journalists mentions on its
back that it is “valid for entry into buildings
under MHA (Ministry of Home Affairs) se-
curity zone”.

To be eligible for PIB accreditation, a jour-
nalist needs to have a minimum of five years’
professional experience as a full-time work-
ing journalist or a cameraperson in a news
organisation, or a minimum of 15 years as a
freelancer. Journalists working full-time for
a news organisation seeking accreditation
must be earning a minimum salary of Rs
4,500 per month. A newspaper or a period-

ical needs to have a minimum daily circula-
tion of 10,000, or 75,000if it is part of a chain,
and news agencies must have a gross annual
revenue of a minimum Rs 20 lakh for their
journalists to be eligible for accreditation.
Similar rules apply for foreign news organi-
sations and foreign journalists.

Applications for accreditation are vetted
by a Central Press Accreditation Committee
headed by the DG, PIB. After a journalist ap-
plies for a PIB accreditation, there isa manda-
tory security check conducted by the Union
Ministry of Home Affairs, which also includes
on-site verification of the journalist’s resi-
dence by the police.

Benefits

As such, PIB accreditation has several ad-
vantages. First, in certain events involving
senior public functionaries such as the
President, the Prime Minister, and other min-
isters, only a PIB accredited journalist is al-
lowed entry.

Second, journalists accredited with the PIB
are eligible, along with members of their fam-
ily, for subsidised health services under the
Central Government Health Scheme, meant

for employees of the Union government.

Third, and most importantly, a PIB ac-
creditation helps a journalist carry out her
professional responsibilities. It does so by
helping a journalist protect her sources. Since
a PIB card comes after security clearance
from the Home Ministry, accredited journal-
ists are allowed to enter the premises of most
Union government ministries without prior
appointment.

They are not required to register or record
their presence at the reception, or with any
other official in any ministry. This firewalls
the journalists from attempts at finding out
when and on how many occasions they have
visited the premises of an office, and which
officers they have met.

The anonymity of sources is one of the
essential principles of journalism across the
world. It may take years for a source to start
confiding in a reporter. The trust between the
journalist and her source s, to alarge extent,
based on the latter’s faith that his/her iden-
tity will not be revealed. This becomes para-
mount when a source is willing to speak out
against a senior official or a minister, or
against the policies of the government.

Where India stands in battle against measles, how Sri Lanka eliminated it

ABANTIKAGHOSH
NEW DELHI, JULY 10

SRI LANKA HAS made health history after
spending three years free of any new
measles cases (The Indian Express, July 10),
and the World Health Organisation (WHO)
has declared that the deadly childhood in-
fection has been eliminated in the island
nation. In contrast, India has a long road
ahead, particularly because vaccine-resist-
ant voices are sometimes being heard. Last
year, the Delhi High Court had put on hold
a vaccination campaign citing lack of
parental consent.
Alook at the battle against measles:

The disease

Measles is a serious and highly conta-
gious disease that can cause debilitating or
fatal complications, including encephalitis,
severe diarrhoea and dehydration, pneu-
monia, ear infections and permanent vision

loss. The disease is preventable through two
doses of a safe and effective vaccine. India
currently gives a measles rubella vaccine in
its universal immunisation programme to
tackle both measles and rubella.

Rubella, more commonly known as
German measles, can have severe conse-
quences during pregnancy. An infection
just before conception and in early preg-
nancy may result in miscarriage, foetal
death or congenital defects known as con-
genital rubella syndrome (CRS). A woman
infected with the rubella virus early in preg-
nancy has a 90% chance of passing the virus
to the foetus.

Status in India

The latest Global Measles and Rubella
Update, which lists provisional data received
in June and covering the period between
May 2018 and April 2019, says India reported
47,056 measles cases and 1,263 rubella cases
during these 12 months. India, as part of the
global initiative, has targeted elimination of

MEASLES CASES: TOP10

COUNTRY CASES
Madagascar 84,929
Ukraine 83,533
India 47,056
Philippines 34,700
Nigeria 21,199
Pakistan 17,805
Yemen 11,984
Brazil 10,231
Kazakhstan 7,349
Thailand 6,960
WHO Global Measles and Rubella Update;
provisional data for May 2018-April 2019,
as reported to WHO in June 2019

measles and control of rubella by 2020.
Rubella control is achieved when a country
reduces the number of rubella cases by 95%

as compared to cases in 2008.

India has initiated the world’s largest
Measles-Rubella (MR) Campaign targeting
vaccination of 410 million children and ado-
lescents aged between 9 months and 15
years. The MR campaign began in February
2017,and as of November 2018, 135 million
children have been vaccinated in 28
states/UTs. Under the programme, two
doses of measles and rubella vaccines are
to be given at ages 9-12 months and 16-24
months.

The Sri Lanka milestone

Sri Lanka is the fifth country in WHO’s
Southeast Asia region to eliminate measles.
The other four countries are Bhutan,
Maldives, DPR Korea and Timor-Leste. Sri
Lanka’s success follows its persistent efforts
to ensure maximum coverage with two
doses of measles and rubella vaccines be-
ing provided in the childhood immunisa-
tion programme. The vaccination coverage
in the country has been consistently high -

over 95% with both the first and second
doses provided to children under the rou-
tine  immunisation  programme.

Additionally, mass vaccination campaigns
with a measles-rubella vaccine have been

held periodically to plug immunisation
gaps, the last one in 2014.

The country has a strong surveillance
system and all vaccine-preventable diseases
are an integral part of the communicable
disease surveillance system. Measles is a
notifiable disease in the country.

Last year, Sri Lanka achieved rubella con-
trol, along with five other countries —
Bangladesh, Bhutan, Maldives, Nepal and

Timor-Leste.

Comeback concerns

Globally, there are concerns about vac-
cination gaps that are allowing the disease
to resurface in areas where it is not very
common. In 2019, a large number of

American states including Arizona,

California, Colorado, Connecticut, Florida,
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BECAUSE THE TRUTH

INVOLVES US ALL

MAY WE COME IN?

Access of press to government is at heart of people’s right to
know. Finance Minister should relook at her ministry’s order

HERE IS NO ban on the entry of media persons, the Ministry of Finance has

“clarified”. But that clarification has failed to stem the unease. Because the fact

is that, by an order, restrictions have been imposed on access to the North Block

ministry of journalists, including those holding Press Information Bureau (PIB)-
accredited cards. What was earlier a short and specific period of quarantine to protect the
secrecy of the budget, has now been extended and enlarged into a blanket and arbitrary
curb on the press’s access to the Ministry and its officials. As a result, the finance ministry
joins a club of government addresses that are off limits for all journalists without prior ap-
pointment. The factis also this: For a government that begins a second term after an over-
whelming mandate, promising that it will win “sabka vishwas”, and for Finance Minister
Nirmala Sitharaman who showed the grace — not common today on either side of the di-
vide — to seek out former Prime Minister Manmohan Singh before presenting her first
budget, this raising of the wall, this attempt to fence off a crucial ministry from the media
gaze, sends out unflattering signals. The government is insecure and distrustful, it says. It
does not trust the institution of the press, or, for that matter, its own officials, it says.

The Finance Ministry’s order does not just put a question mark against the elaborate
process and purpose of accreditation, it also shows a fundamental misunderstanding of
the mandate of the media. Journalists accredited by the PIB under the Ministry of
Information and Broadcasting are professionals with minimum five years’ experience; the
accreditation, issued after a detailed security check by the Ministry of Home Affairs, is
for the “access to sources of information in the government and also to news materials...”.
Ajournalist’s work, necessarily and legitimately, includes engagement with all levels of
government, both on and off the record. This lies at the heart of the people’s right to know.
Access to its corridors, therefore, is no favour granted by the government, and it cannot
be governed by its whim or the jargon of the rule-book alone — it is the acknowledgement
in a constitutional democracy of the imperative to make space for, and give room to, the
check and balance on the elected and the powerful. By trying to keep the journalist out,
by making her hostage to the vagaries of executive discretion and the bureaucracy of per-
missions, the finance ministry risks undermining the unstated but essential compact of
reciprocity and respect between institutions.

Other political regimes may have done it too. Delhi’s AAP government imposed curbs
on press access to the Secretariat but lifts them each day at 3 pm, Congress governments
have been no exemplars of openness either. It may also be that the move may invite no
great resistance from the public given the populist trend of cynicism about the media. It
is asked: Why should reporters meet officers without seeking prior appointment? Why
shouldn’t reporters be banned from informal meetings with them? Such questions are
out of place in a democracy. Surely, Sitharaman knows that.

ENIGMA OF ARRIVAL

By choosing to celebrate a Twitter landmark, Rahul Gandhi
underlines a persisting disconnect

HEN RAHUL GANDHI stayed with his resolve to quit the post of party

president, sections of the electorate that wish to see an effective

Opposition in Parliament welcomed his decision to leave behind a

vacuum in which talent from outside the dynasty could emerge. But
just days after stepping down, Gandhi again invited the familiar catcalls about his polit-
ical immaturity by tweeting that he had passed the Twitter landmark of 10 million fol-
lowers, and that he would celebrate the occasion in Amethi. Imagine the perplexity of
the people of the family pocket borough, which he is visiting for the first time after los-
ing it to Smriti Irani. Rahul Gandhi has thanked his followers, which is a sign of his natu-
ral decency, but the promise to celebrate suggests that he does not know who he is, or what
his role is. Such celebrations and self-congratulations are alright for people like hackers
and jungle musicians, not for a politician who speaks to all of India. One, moreover, whose
party is currently falling apart in Karnataka and other places.

Besides, are the Twitter numbers ever for real? How many of Rahul Gandhi’s 10 mil-
lion faithful are bots? How many are citizens of Botswana? How many are just rubber-
neckers? And how many are trolls who follow him for the sole purpose of making fun of
him, just for the lulz? Rahul-baiting is a flourishing industry owing to abundant natural
resources, butits labour base should be left out of a reckoning of his Twitter following. The
Twitter numbers game is funny business, no more credible than matka odds.

Rahul Gandhi did not exactly take to social media like a fish to water. He had started
very tentatively, with the depersonalised handle of @OfficeofRG, which kept him at a safe
distance from the very people he was trying to reach out to, while BJP leaders excelled by
making direct contact. And it took him a good, long time to outstrip Shashi Tharoor, who
has been the most successful communicator in his party. But a disconnect online is not
necessarily a deficit. India s still won or lost by politicians who don’t try to conserve their
chappal leather. Gaining a 10 million following online in a nation of 1.5 billion is nothing
to tweet home about.

LIKE THE WIND

Dutee Chand again shows her ability to leave everyone else,
and her own troubles, behind

NDIA’S FASTEST WOMAN Dutee Chand’s 100 metres gold at the World University

Games has brought the focus back on the athletic ability of the 23-year-old who has

been in the spotlight after becoming the first Indian athlete to acknowledge a

same-sex relationship. Along with 400 m junior world champion Hima Das (19),
javelin thrower Neeraj Chopra (21)and high jumper Tejaswin Shankar (20), Dutee is one
of India’s most promising athletes. Each of Dutee’s medals on the international stage, be
itat the Asian Games or the Asian Championships or the University meet, should be given
added weightage because sprint events are not India’s strength. So poor has been the tal-
ent pool and so disappointing the results that national camps have been cancelled.

Dutee has consistently won medals but the gold at Napoli is special because of the
strife she has faced over the past few months after her fallout with her coach and her sis-
ter, who she alleged was blackmailing her over her same-sex relationship. She took the
difficult step of coming out of the closet, a year after the Supreme Court legalised same-
sex relationships. Even as many applauded her courage, her parents, weavers who live in
Chaka Gopalpur village, disapproved of her relationship. With her family turning their back
on her, the sprinter had in front of her a new hurdle.

However, like always, she has bounced back to prove her mettle. Dutee has dealt with
the challenges off the track in the past when she successfully challenged guidelines which
banned women with elevated levels of testosterone from competing in track and field
events. Her timing of 11.32 seconds wasn’t fast enough to book a berth for next year’s
Tokyo Olympics or the Doha World Championships in September-October. Yet the good
news for fans of Indian track and field is that she has once again shown the ability to over-
come personal trauma and run like the wind — and leave the rest of the field in her wake.
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WORDLY WISE
EXERTING YOURSELF TO THE FULLEST WITHIN
YOUR INDIVIDUAL LIMITS: THAT'S THE ESSENCE
OF RUNNING. — HARUKI MURAMAKI

Battling the squeeze

Defence plans will have to factor in the
shortage of government funds

AMIT COWSHISH

WHILE PRESENTING THE regular budget for
the current fiscal on July 5, the finance min-
ister made no mention of, and proposed no
additional funds for, defence. Consequently,
the total outlay for defence remains at Rs 4.31
lakh crore, as proposed earlier in the interim
budget presented to Parliament in February.

This works out to 2.04 per cent of the gross
domestic product (GDP) and accounts for
15.47 per cent of the total expenditure of the
central government envisaged in the budget.
On both these counts, the allocation for de-
fence shows a downward trend vis-a-vis the
last year’s outlay. The question, however, is
whether additional funds could have been
provided by the finance minister at this stage.

Considering that the die had already been
cast by the interim budget and the finance
minister had barely five weeks to prepare the
regular budget after the present government
was swornin, it was never going to be easy to
make any substantial change in the budget
already allocated to various ministries and
departments.

This is evident from the fact that in the
budget presented last week, the total esti-
mated receipt of the government has gone
up by ameasly sum of Rs 2,149 crore vis-a-vis
the interim budget. This was the only addi-
tional income of the government that was
up for grabs.

Lastyear (2018-19), the allocation for the
armed forces was approximately Rs 1.12 lakh
crore less than what they had demanded.
Assuming that this year the gap would be
half of that, it would still be more than Rs
55,000 crore. So, evenif the entire additional
income of Rs 2,149 crore were to be passed
on to defence, it would have been just a drop
in the ocean.

The finance minister could, of course, re-
sort to higher taxation, disinvestment and
borrowing, or reduce the allocation for other
schemes in order to generate more income or
savings and then set aside a substantial por-
tion of that for defence. But no one can seri-

Bemoaning inadequacy of
the budget outlay for defence
is of no help. Serious efforts
have to be made to figure out
how the level of defence
funding can be raised in a
sustainable manner without
causing an adverse impact on
the funding for health,
education, agriculture,
infrastructure development,
and other social sector
schemes. While everyone
talks about the need to raise
the defence budget no one
seems to have a clue as to
how this can be done.

ously argue that it would have been prag-
matic to exercise one or more of these
choices to provide additional funds for de-
fence in the regular budget.

Seen in this backdrop, it is just well that
the finance minister did not make routine
statements in her speech about the govern-
ment’s commitment to defence and security
of the nation and its willingness to make ad-
ditional funds available for the armed forces,
if required. There is no point making prom-
ises that ring hollow when made and diffi-
cult to keep when the time comes.

It is also just as well that she did not an-
nounce setting up of the long-talked-about
non-lapsable fund for modernisation of the
armed forces, which she is known to have
been supportive of when she was the de-
fence minister. The practicality and utility of
setting up such a fund is questionable,
notwithstanding the fact that even the stand-
ing committee on defence (SCoD) has been
supporting the idea.

The crux of the matter is that the funds
have to be raised by the finance ministry
through one or more of the means men-
tioned above, regardless of whether these
are made available via a non-lapsable mod-
ernisation fund or out of the budget outlay
for the year in which these are required by
the armed forces.

Bemoaning inadequacy of the budget
outlay for defence is of no help. Serious ef-
forts have to be made to figure out how the
level of defence funding can be raised in a
sustainable manner without causing an ad-
verse impact on the funding for health, edu-
cation, agriculture, infrastructure develop-
ment, and other social sector schemes. While
everyone talks about the need to raise the
defence budget no one seems to have a clue
as to how this can be done.

Successive finance ministers have
avoided taking the issue head on, evenin the
face of repeated recommendations by SCoD
to peg the defence budget at three per cent of

the GDP. Since the budget speech was largely
devoted to laying out the government’s vi-
sion for the future, it would have been nice
had the finance minister announced setting
up of a task force of defence economists to
suggest how the defence outlay could be in-
creased to meet the expectations of the de-
fence establishment.

It would also have been nice if in her
speech the finance minister were to give an
account of the outcome of several measures
announced in the past five years:
Constitution of the defence planning com-
mittee, commencement of the industrial cor-
ridor project, unrolling of the defence tech-
nology fund, setting up of an investor cell,
promulgation of the strategic partnership
scheme, and several Make in India projects,
just to mention a few.

That she did not mention any of this in
her speech needs to be taken in its stride,
though. The most pragmatic thing to do at
this stage would be to quickly reformulate
the modernisation roadmap for the next five
years making sure that it conforms to the
likely availability of funds. This has happened
but rarely in the past.

Evenasrecently asin July 2017, the armed
forces had sought Rs 27 lakh crore over the
next five years. This would have required de-
fence budget to be more than doubled. No se-
rious discussion ensued to figure out how this
feat could be achieved, or if it could not be
achieved, what would be the best alternative.

Itis time to get real and work according to
a financially viable plan, which recognises
that money is going to be the biggest chal-
lenge till the experts find a solution to the
problem or India’s economy hits the $5-tril-
lion mark and starts yielding higher receipts
for the government.

The writer, former financial advisor
(Acquisition), Ministry of Defence, is a
distinguished fellow with the Institute for
Defence Studies and Analyses

STAGNANT CESS POOL

AJIT ABHYANKAR AND SOUMOJIT CHAKRABORTY

ON JUNE 29, a wall collapsed at a construc-
tion site in Kondhwa, Pune, on top of tin
sheds housing the construction workers,
killing 15 of them and their family mem-
bers. As a compassionate gesture, the
Maharashtra chief minister has announced
a compensation of Rs 5 lakh per deceased
and an enquiry has been ordered.

However, these gestures cannot hide the
truth that none of these deceased workers
are eligible for any compensation from the
Construction Workers’ Welfare Fund as
beneficiaries, though crores of rupees raised
through a cess dedicated for this very pur-
pose are lying unutilised for years in the
bank account of the so called “welfare”
board. The same situation prevails at the na-
tional level with a few exceptions.

There has been a complete failure to reg-
ister even 25 per cent of the total construc-
tion workers in the country. Rs 28,000 crore
is lying unutilised for years. Over Rs 37,000
crore has been collected under the Building
and Other Construction Workers’ (BOCW)
Cess Act over the last 11 years. Maharashtra
is the worst performing state —it has spent
only Rs 830 crore of the Rs 7,482 crore that
has been raised since 2007. The dereliction
of the welfare board is not only tragic but
also makes a mockery of the well-being of
construction workers. No wonder the
Supreme Court (Madan B Lokur) judgment
on the contempt of court petition no.
52/2013 questions the conduct of the state
governments and Union Territory
Administrations (UTAs): “Directions given
by this Court from time to time to imple-
ment the two laws have been flouted with
impunity... the BOCW Act has been disre-
garded by State Governments and UTAs.

There has been a complete
failure to register even 25 per
cent of the total construction
workers in the country. Rs
28,000 crore is lying
unutilised for years. Over Rs
37,000 crore has been
collected under the Building
and Other Construction
Workers’ (BOCW) Cess Act
over the last 11 years.
Maharashtra is the worst
performing state —it has
spent only Rs 830 crore of
the Rs 7482 crore that has
been raised since 2007.

Hopefully, the gravity of the situation... will
be realised by someone, somewhere and at
some time”.

The construction industry is inherently
unorganised, decentralised and transitory,
with the majority of workers being in mi-
gratory and non-permanent employment.
There exists a multi-step, graded
sub-contracting system starting from the
developer down to the last labour contrac-
tor at the site.

In view of this, Parliament enacted two
laws — Building and Other Construction
Workers Actin 1996 and Building and Other
Construction Workers’ Welfare Cess Act,
1996 (the BOCW Acts). The purpose was to
provide workers protection and welfare
benefits, which included safe working con-
ditions. The latter act (Welfare Act) imposed
a cess at the rate of 1 per cent on the con-
struction cost incurred by the builders on
each new project. The funds raised through
this cess was to be handed to state-level
Building and Other Construction Workers
Welfare Boards, set up as per the said Act.
Maharashtra approved this act in 2007.

However, there has been a total failure
in the implementation of these two acts. In
this context we can see a clear contradic-
tion between the processes of cess collec-
tion and its expenditure. On the one hand,
it is mandatory for the builder to pay the
cess at 1 per cent of the construction cost
towards the welfare of the workers em-
ployed by him, before the commencement
of any construction. On the other hand, en-
rolment with the board — which is the min-
imum eligibility for welfare schemes as well
as any compensation in case of accidents —
is left to the worker. Builders or employers

or the board have no responsibility or lia-
bility to enrol the workers as members.
Contrast this with similar beneficial legis-
lations like Provident Fund or ESIS, where
both the registration of a worker as well as
the employer’s contribution are compul-
sory. The same compulsory enrolment and
inclusion provision must be introduced for
membership of welfare boards for con-
struction workers.

Finally, this is precisely the reason why
the construction workers who died in Pune
have been deprived of welfare benefits, de-
spite their employer-builders having paid
the required cess at the rate of 1 per cent of
the cost of construction.

The Welfare Act provides that the ad-
ministrative expenditure should not exceed
5 per cent of the expenditure incurred on
welfare. Imposition of such limits, though
justifiable, are absolutely misconstrued in
application. This is because an elaborate ad-
ministrative setup has to be in place prior
to the enrolment of prospective beneficiar-
ies from among such a huge and unorgan-
ised set of workers, and the extension of any
welfare schemes to them. Maharashtra has
29 such schemes on paper. These require a
large amount of paperwork and monitor-
ing to prevent undeserving elements from
taking undue advantage of the schemes.
Prior establishment of a proper machinery
is a pre-condition, even for minimal imple-
mentation of any welfare scheme for ben-
eficial legislation.

Abhyankar is a CITU office bearer and
CPI(M) Maharashtra state committee

member. Chakraborty is studying at
Symbiosis College of Liberal Arts, Pune
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LS MEMBERS RESIGN

MORAR]JI DESAI'S GOVERNMENT was neck
deep in trouble tonight with as many as 27
Lok Sabha members having resigned from
the Janata Party. Alittle before midnight the
ruling party’s strength in the Lok Sabha had
come down to 274 in a House with an effec-
tive strength of 538. Six more resignations
from the ruling party could reduce Desai’s
government to the status of a minority gov-
ernment. Desai’s government is already fac-
ing a no-confidence motion in the Lok Sabha
on which discussion will begin tomorrow.
The crucial voting on the no-confidence de-
bate will take place on Monday, but much
before that Desai will have to weather the

raging storm in the Janata Party.

LALDENGA RAIDS

AN UNDISCLOSED AMOUNT of money;, in-
cluding 2,800 US dollars in bills of various
denominations, was seized from the
Gulmohar Park house where Laldenga, pres-
ident of the banned Mizo National Front
(MNF), was arrested on July 8 morning.
Sources in the Central Intelligence Bureau
said that three more houses, including one
in Sarojini Nagar, a government employees’
colony, were raided in the pre-dawn Sunday
swoop. Among the documents seized in the
raids, it is said, were letters from some for-
eign sources received by Laldenga at various
addresses in Delhi and other places. Sources

said that anumber of places were being kept
under surveillance following reports that of
late some youths from Mizoram had been
visiting Laldenga’s “friends and relatives”.

(GENERAL'S RETURN
AYATOLLAH RUHOLLAH KHOMEINI has or-
dered the reinstatement of the commander
of the country’s military police, Brig. Gen.
Amir Rahimi. BBC's Teheran correspondent
describes the move as a humiliating rever-
sal for the government of Premier Mehdi
Bazargan, which had ordered the general’s
dismissal. An aide to the Ayatollah in Qom
told the correspondent that “When
Ayatollah Khomeini orders. no one has the
right to refuse.”
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Secularism is no spectacle

Secularism doesn’t ask Hindu politicians to wear the skullcap or Muslim
politicians to perform the aarti. Inclusive India shines through simple, everyday interactions

IRENA AKBAR

[ AM MUSLIM. I don’t wear a bindi or apply
sindoor. I don’t perform aarti. I visit temples
only as a tourist. Does that make me less sec-
ular than Nusrat Jahan, the young Muslim MP
from Basirhat, West Bengal, who wears bindi,
applies sindoor, and inaugurates Jagannath
Yatra, a Hindu religious pilgrimage?

Does my non-participation in Hindu rit-
uals reflect my disbelief in “inclusive India”,
unlike Jahan’s belief in “inclusive India”, ex-
pressed in her adoption of Hindu
symbols/rituals?

Dol disrespect Hinduism while Jahan re-
spects it? No. A resounding, unapologetic,
and most importantly, secular “no”.

Secularism, as a state policy, is indiffer-
ence to religion, or equal rights for people of
all religions, including the right to practise
religion. At an individual or social level, it
translates into practising your religion, and
respecting the right of your colleague, friend
or neighbour to practise their religions.
“Respecting” the rights of people of other
faiths means not imposing your beliefs on
them, and not degrading their practices or
symbols, either by speech or action. It does-
n’t require you to adopt or participate in the
rituals of someone else’s religion.

Secularismis not a difficult or lofty thing,
itis as basic and uncomplicated as minding
your own business. As a Muslim, [ don’t ex-
pect ordemand a Hindu to fastin Ramzan or
offer namaaz. Likewise, no Hindu has ever
demanded that I perform puja or attend a
kirtan. An undrawn threshold exists, which
is respected by both sides, or all sides, in a
multi-faith society like India.

Not crossing the threshold doesn’t make
you less secular. A practising Hindu or
Muslim who refrains from adopting or wear-
ing non-Hindu/non-Muslim customs/sym-
bols still qualifies as secular, as long as he/she
doesn’t harbour or incite ill-will against the
other. AMuslim woman wearing a headscarf
isno less secular than Nusrat Jahan in a bindi.
A Hindu woman fasting on karvachauth is
no less secular than a Hindu woman who
eats biryani at a Muslim home on a Tuesday.

Secularism doesn’t need grand, camera-
friendly spectacles such as Hindu politi-
cians wearing skullcaps in iftar parties, or
Muslim politicians doing aartis. If anything,
these public acts put unnecessary burdens
on entire communities to prove their sec-
ular credentials.

Aninclusive India, rather, shines through
insimple, everyday affairs. In offices, colleges,
and homes. My former supervisor, a Hindu,
would remind me to go to the masjid across
the road for my iftar and namaaz. She didn’t
practise a single Muslim ritual, but for me,
she was a secular icon. Likewise, I never
asked my Hindu domestic help to cook meat
on Tuesdays or during Navratras. Beyond the
bare minimum, we’ve gone out of the way
to help each other in distress, be it lending
money or donating blood between ourselves.
The operating principle across these in-
stances has been raw compassion, free of the

need to adopt each other’s religious customs.
An increasingly majoritarian India,
though, seeks to complicate secularism, and
burden minorities, especially Muslims, to
prove their inclusiveness. A Nusrat Jahan who
sports Hindu symbols was praised by the me-
dia for “putting country before faith”. Afatwa,
that was never issued by Deoband, was
blown out of proportion, and debated end-
lessly on TV channels. Jahan, in her defence,
talked of believing in “inclusive India”. Even
after the fatwa, was exposed to be fake, Jahan
continued to give bytes to irresponsible TV
channels about being “secular” and not re-
sponding to “hardliners”. I seek no explana-
tion from Jahan for her personal choices, but
as a representative of people, the young MP
needs to realise that her flawed definition of
an “inclusive India” puts an unnecessary bur-
den on Muslims to follow her example.
Perhaps, the first person, at least in the
public eye, to bear that burden was 18-year-
old Zaira Wasim. A few days after Jahan’s
bindi and sindoor made news, Wasim pub-
licly announced her retirement from acting,
citing difficulties in practising her religion in
the movie industry. Wasim’s religiosity was
pitted against Jahan’s brand of secularism,
with the latter supported by both liberal and
right-wing Hindus. Jahan was praised for her
choice and “standing up against” a fatwa that
never was; Wasim was bashed left, right and
centre for “giving into pressure” and being
“indoctrinated and radicalised” by faith.
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A few days after Jahan’s bindi
and sindoor made news,
Wasim publicly announced
her retirement from acting,
citing difficulties in practising
her religion in the movie
industry. Wasim’s religiosity
was pitted against Jahan’s
brand of secularism, with the
latter supported by both
liberal and right-wing
Hindus. Jahan was praised
for her choice and ‘standing
up against’ a fatwa that never
was; Wasim was bashed left,
right and centre for ‘giving
into pressure’ and being

‘indoctrinated and
radicalised’ by faith.

Suvajit Dey

Hypocrisy has never been so glaring.
When a Taberz Ansari is lynched to death
over the forced chanting of “Jai Shri Ram”,
when scores of Muslims have been killed by
“indoctrinated and radicalised” Hindu youth
over the last five years, it takes a special kind
of audacity to lecture the besieged commu-
nity on “indoctrination” and “radicalisation”.
These sermonisers were not ordinary social
media users, but “intellectuals” who appear
on TV and Congress politicians such as
Abhishek Singhvi who, in a tweet, ques-
tioned the “progress” of Muslims given that
“halala is allowed and acting is haram”.

To be fair, liberals have taken on the right-
wingers in the discourse against rising fas-
cism, even risking tags like “anti-nationals”
and “urban naxals”. But the difference be-
tween the Hindu liberal and the Hindu right-
winger blurs when they applaud a Nusrat
Jahan and bash a Zaira Wasim, when they
salute a Muslim woman doing Hindu rituals
and bash a Muslim teen talking of her rela-
tionship with Allah, when they judge choices
according to their own biases. Hindu liberals
are doing Muslims no favour in their anti-
Hindutva activism. The fight is not for
Muslims per se, but for upholding the secu-
lar, inclusive values of India. Perhaps, it would
do well to go back to the basics of those val-
ues: You follow your faith, Imine. Let each be.

The writer is a Lucknow-based entrepreneur
and former journalist

Eye for accountability

CCTVsin classrooms will empower parents, improve government schools

AKSHAY MARATHE

THE ARVIND KEJRIWAL government’s CCTVs
in classrooms project was the subject of two
pieces published in The Indian Express on July
8,including the editorial, ‘Classroom and eye’.
Both spoke of the lofty ideals of educationand
how live streaming of restricted CCTV footage
from classrooms to parents is antithetical to
them. This reflects a deep disconnect between
those who hold this view and the reality of the
country’s government schools.

Before the AAP government brought budg-
etary and administrative focus back on provid-
ing quality education in public schools, Delhi’s
government schools, not unlike government
schools across the country, were in disrepair.
Several steps were taken to improve schools.
Although the infrastructure upgrade has lifted
spirits of parents and teachers alike, what has
truly turned schools around is the involvement
of parents in the management of schools.

Government schools are a key public good
that taxpayers fund to ensure every child has
access to education, financial ability notwith-
standing. Like any arm of the government,
these schools will decay if not made account-
able to the people.

When parents leave children in the cus-
tody of government schools, the government
owes a duty to parents to look after their ed-
ucation, safety and well-being. The world over,
parental oversight has been the bedrock of ef-
fective school management. In private schools,
this is often achieved smoothly because par-
ents are empowered by their own education
and economic leverage due to the fees they

pay. Toachieve this in state schools, extraordi-
nary measures are needed to empower par-
ents in order to hold schools accountable.

In Delhi, the government has revived
School Management Committees (SMCs),
parent bodies mandated by the Right to
Education Act. They have been empowered
to monitor and supervise basic deliverables
of schools, such as teacher attendance, healthy
mid-day meals, clean wash-

several problems their children may be facing,
including bullying, corporal punishment, in-
adequate attention spans, teacher absenteeism
and even student truancy. It will empower
them to not just raise their children better but
also to ask the right questions to their child’s
school. This has the potential to transform the
quality of education in state schools.

The insistence that such a measure is be-
ing forced on parents and
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pressed any discomfort. In

the project “gimmicky”, but
in my view the project may have been gim-
micky had the government installed CCTV
cameras in classrooms and left it at that. By
sharing feeds with parents, it is actually en-
suring that the crores of public money in-
vested into CCTVs are not wasted. Often,
CCTVs fail to serve their purpose for lack of
motivated monitoring. Outsourcing of the
monitoring to an invested stakeholder like
parents is actually a smart innovation.

The CCTV feeds can aid parents to identify

fact, parents are enthusiastic
about it. And why wouldn’t they be? A major
section of the households that send children
to government schools have both parents
working long hours. Making it to school even
for a parent-teacher meeting means relin-
quishing a day’s wage for many. With smart-
phones and internet data becoming increas-
ingly accessible, if governments are leveraging
technology towards a social good it must be
welcomed.
While privacy as a fundamental right is

important, where does one draw the line be-
tween private and public? Classrooms cannot
be classified as private by any stretch of imag-
ination. Moreover, the feed being provided to
parents is highly restricted. Only the feed for
their own children will be provided to par-
ents, through a mobile app that can be ac-
cessed thrice a day for maximum for 15 min-
utes each. The feed does not include audio,
and can only be accessed live. One can only
confirm the physical presence of the teacher
and children in this window.

The criticism that there are no studies to
suggest any positive impact of CCTVsinclass-
rooms is oblivious to the fact that this is the
first such project in the world. Proactive gov-
ernments take decisions based on the prob-
lems at hand and social understanding. This
project was first thought of after a series of
crimes were reported in school premises a few
years ago. A child was raped in a private school,
a young boy was allegedly murdered in an-
other, and most shockingly, a teacher was
murdered by two Class 12 students inside a
government school classroom. One doesn’t
need empirical data to gather that schools can
be sites of crime. If CCTVs can be deterrents
to crime outside schools, they can be deter-
rents within too. And the one flaw with CCTVs,
that they are generally not well monitored has
also been fixed by the AAP government.

Marathe is amember of Delhi government’s
Dialogue & Development Commission (DDC)
Task force on school education

WHAT THE OTHERS SAY

“The US president is angry at the British ambassador’s frank assessment. His
reaction reinforces Kim Darroch’s verdict on his administration.”

— THEGUARDIAN

Road to $5 trillion

It is not redistribution but growth that matters.
We have to increase the size of the cake

GoOPAL KRISHNA
AGARWAL

IF WE ARE concerned with the economic
well-being of the nation, we have to focus
on economic growth. Setting a target and
working onaroadmap toreachitis the only
way to success, and who knows this better
than Prime Minister NarendraModi.In2014,
when Modi came to power, he set up a per-
formance matrix, which seemed far-fetched,
but his tireless efforts hit the bull’s eye.

He has caught the bull by the horn oniis-
sues such as NPA, corruption, leakages and
cleanliness; and effective solutions like the
insolvency and bankruptcy code (IBC), GST,
demonetisation, Jan Dhan accounts and
Swachh Bharat Abhiyan have given confi-
dence to the electorate that nothing is im-
possible — “Modi hai to mumkin hai”.

That spirit continues. For many who be-
lieve that India becoming $5 trillion econ-
omy by 2024 is a sweet dream; wait, we
have the roadmap. Finance Minister Nirmala
Sitharaman has unleashed it in her maiden
budget. The budget is a vision document of
the government. It is a major policy state-
ment. In her budget speech, the FIM said “it
took 55 years for our economy to reach $1
trillion... Our economy was at approximately
$1.85 trillion when we formed the govern-
ment in 2014. Within five years it has
reached $2.7 trillion. Hence, it is well within
our capacity to reach the $5 trillion in the
next few years.”

The Economic Survey has laid down the
parameters for achieving this target. It has
mentioned thatissues like job creation, sav-
ings, consumption, demand, should not be
looked atinssilos. The CEA has said that with
the current 7 per cent GDP growthrate, if we
accelerate investments and target 8 per cent
growth, the $5 trillion economy is well
within sight. Investment is the key; others
will follow. We will get out of the vicious cir-
cle of low liquidity, low demand, low invest-
ment, low production and lower growth to
the virtuous cycle of investment, savings,
production, consumption, demand and
growth.

The government has continued its push
forinfrastructure development so that ease
of living is continuously upgraded, with afo-
cus on rural roads, waterways, and low cost
housing. The Pradhan Mantri Awas Yojana
alone has set a target of building 1.95 crore
houses. The government has also allowed
anadditional deduction of Rs 1.5 lakh forin-
terest payment of housing loans.

A lot has been announced to promote
private higher education under the “Study
InIndia” initiative, and building world class
institutions and also sports universities un-
der Khelo Bharat.

The government has also announced
opening up of the sovereign debt market.
Those who doubt the government’s inten-
tion can draw comfort from the fact that
this will help the government swap high-
cost domestic debt for cheaper interna-
tional credit, thereby helping to reduce in-

terest rates.

The banking sector has seen many re-
forms in last five years. Further, to help pri-
vate capital formation, the government has
promised Rs 70,000 crore of fresh capital in-
fusion into public sector banks. It will also
set up development financial institutions to
support long-gestation projects and tackle
the asset-liability mismatch. To boost con-
sumption and resolve the NBFC issues, the
government has guaranteed 10 per cent of
loss on assets pool purchases to the tune of
Rs 1,00,000 crore from NBFCs.

At present, the private sector is largely
over-leveraged, and is under pressure to re-
solveits debts and is short of capital. For cap-
ital formation, the government has to de-
pend on foreign capital and, therefore, is
continuing withits policy of liberalising FDI,
particularly into insurance, aviation and sin-
gle brand retail segment.

MSMEs have also has received special al-
location by the government; to support
manufacturing, the government has an-
nounced streamlining 55 labour laws into
four codes and enhancing minimum wages.
Small traders with turnover up toRs 1.5 crore
will get the benefit of a pension scheme.

The government has reduced the corpo-
rate tax to 25 per cent for small enterprises
with a turnover up to Rs 400 crore, and has
announced several measures to boost the
start-up ecosystem. To continue with the
benefits of this provision, it is expected that
itwill not be misused by the beneficiaries as
isdone at times under capital gains tax, div-
idend distribution tax and buy-back of
shares.

Modernisation of railways is estimated
to require about Rs 50 lakh crore of invest-
ment. The government has proposed public
private partnerships and selective route pri-
vatisation to augment its resources.
Initiatives like building a national power grid
and a warehousing grid will have far-reach-
ing benefits.

For ease of doing business, tax compli-
anceis crucial. The government’s plan toim-
plement e-assessment is a big game
changer: It will bring transparency and re-
duce harassment of tax payers due to subjec-
tive human intervention.

The government’s initiative in resolving
pending indirect tax litigation through Sabka
Vishwas Legacy Dispute Resolution Scheme
is commendable. This scheme covers, past
disputes and provides relief ranging from 40
to 70 per cent, and alsorelief on levy of inter-
est and penalties.

With all the constraints on expenditure,
the finance minister has allocated funds
across various social segments. The budget
has increased funds allocated to central
sponsored schemes by 8.8 per cent to Rs.
3,31,610 crore. The total expenditure of the
government has increased by 13.4 per cent
from the revised estimates. The fiscal deficit
has been kept under check at 3.3 per cent of
GDP. The budget meets the demand for in-
vestment and growth without disturbing
the fiscal math.

It is not redistribution but growth that
matters. The prime minister has rightly said
that we have toincrease the size of the cake.
Economic growthis our target and the focus
onempowerment of the weaker sections of
the society though education, healthcare etc
is the solution.

The writer is national spokesperson
of the BJP on economic affairs

LETTER TO THE EDITOR

SERVE PEOPLE

THIS REFERS TO the editorial, ‘Spooked
by vaastu’ (IE, July 10). In his personal
capacity, Telangana Chief Minister K
Chandrasekhar Rao is entitled to do
whatever he wants. But after holding a
constitutional post he need be more
than judicious in his use of public
money. At a time when farmers are in
distress, every effort should be made to
provide as much relief to them through
government and administrative sup-
port. Serving the people of Telangana
will bring more political good fortune
to KCR than vaastu.

Bal Govind, Noida

JUST A FRINGE

THIS REFERS TO the article,’ Vigilantism
2.0’ (IE, July 10). The author is unreason-
able when she attributes design and in-
tent to a few reprehensible acts. A soci-
ety with huge historical baggage,
limited educational avenues, wide-
spread economic disparities, lack of po-
litical awareness and unrestricted free-
doms will have a few lumpen elements
who indulge in such criminal activities.
The law of the land must deal with
these crimes. Unlike other Asian or
African nations, democracy is safe and
thriving in India due to the inherent de-
cency and magnanimity embedded in
the vernacular ideas of sovereignty.

H N Bhagwat, via email

AFTER BREXIT
THIS REFERS TO the article ‘Bowled

LETTER OF THE
WEEK AWARD

To encourage quality reader
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Express offers the Letter of
the Week award. The letter
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Letter writers should
mention their postal
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over by a sea of blue’, (IE, July 10). India
has traditionally viewed Britain as its
gateway to Europe. Brexit did make
Indian business and policymakers ap-
prehensive about the future of their
long-standing partnerships in a range
of areas. However, the experience
with the long-drawn, lacklustre
progress in the India-EU FTA negotia-
tions does offer India the necessary
motivation to engage with the UK for
an FTA bilaterally.

Sudip Kumar Dey, Kolkata




Caution needed

Supreme Court decision on the Rohingya’s
status must protect those fleeing persecution

he Supreme Court’s decision to examine the
Tquestion whether illegal immigrants are entitled
to refugee status needs to be welcomed, but with
caution. It is debatable whether the Centre is right in
claiming that this has emerged as a substantial question
of law in the context of the Rohingya Muslims from
Myanmar. For, it is fairly obvious that those escaping
persecution in their home country are invariably un-
documented. It logically follows that those fleeing con-
ditions of war or conflict will have to be treated as refu-
gees first before their cases can be examined in detail,
and deemed fit for deportation as illegal entrants. It will
be strange if any court holds that no illegal immigrant is
entitled to refugee status. That would amount to a per-
verse denial of the very existence of refugees as a class.
What the government is perhaps looking for is a deci-
sion holding that it can choose the class of illegal immi-
grants it wishes to treat as refugees; and that it can deny
that status to any section it deems a threat to national
security or is likely to strain local resources. The court’s
decision to go into the issue, therefore, offers an oppor-
tunity to clarify India’s approach to the refugee ques-
tion, which has generally been favourable to vulnerable
entrants, but is stridently hostile to the Rohingya.
India is not a signatory to the UN Convention on the
Status of Refugees, 1951, and a Protocol adopted in 1967
on the subject. However, since Independence it has by
and large adhered to the larger humanitarian principles
underlying these instruments. In this backdrop, it is as-
tonishing that the present regime is determined to de-
port the Rohingya, in utter disregard of the danger to
their lives in Myanmar, and in violation of the principle
of non-refoulement, the norm that prohibits states from
forcibly returning refugees to conditions that caused
them to flee their homes in the first place. It will be am-
oral and unjust if this most vulnerable group from
Myanmar’s Rakhine state, numbering about 40,000 in
India now, is denied refugee status. With the Centre tak-
ing a stand against treating them as refugees, a positive
ruling is needed from the apex court to prevent their
forcible deportation. The government’s keenness to de-
port the Rohingya is rooted in the technicalities of its ci-
tizenship law. It defines “illegal immigrant” as any fo-
reigner entering India without valid travel documents,
or overstays a permitted period of stay. It rules out giv-
ing citizenship by registration to such illegal immi-
grants. The amendments it proposes to the Citizenship
Act do not cover Muslim immigrants and are limited to
persecuted Afghan, Bangladeshi and Pakistani minori-
ties. India should work with the world community on
the voluntary repatriation of the Rohingya and not bes-
mirch its fine record of humane treatment of refugees
by pursuing the deportation option without relent.

Grecian churn

Greece under Mr. Mitsotakis is set for
a period of stability and continuity

he verdict in Sunday’s Greek elections affords a
Trare comfort for Europe’s centrists, who, argua-

bly with the exception of Spain in April, have of
late ceded ground to populist forces. The conservative
centre-right New Democracy party of Prime Minister
Kyriakos Mitsotakis has won 158 out of the 300 seats.
The left-wing Syriza party of outgoing premier Alexis
Tsipras was left with 86 seats. Critical support for Mr.
Tsipras could not be ruled out from MeRA25, the Greek
wing of Europe’s anti-establishment DiEM25, of ex-fi-
nance minister Yanis Varoufakis; it has nine seats. But
there is another dimension to this overall sense of polit-
ical balance and stability in Parliament. Golden Dawn,
the anti-Muslim party that ranked third in the last elec-
tions, has been convincingly rejected by voters, with
less than the requisite vote share to enter the legisla-
ture. The potential for mischief from hardline national-
ist parties was on display only recently. In January, Mr.
Tsipras’s government narrowly survived a vote of confi-
dence after Independent Greeks, a coalition partner,
withdrew support, refusing to back the renaming of the
former Yugoslavian state as Northern Macedonia. Given
the influx of immigrants and the refugee crisis, the rul-
ing New Democracy and Opposition Syriza party both
have a moral responsibility to consolidate the middle
ground. Mr. Mitsotakis has assumed charge under rela-
tively benign conditions. Four years ago, Greece was
bearing the brunt of an international bailout, biting aus-
terity measures and a collapsing banking system while
on the verge of being ejected from Europe’s single cur-
rency zone. That prospect is way behind, as the general
consensus is that the euro is destined to succeed, for fai-
lure would be too costly.

Athens last year managed to exit the €86-billion bai-
lout programme, but conditions in 2019 are far from
ideal. Economic growth is at a tepid 2% rate as the pop-
ulation continues to be weighed down by reforms to the
once generous pension system and spending cuts to the
education and health-care budgets. The roughly 18%
unemployment rate is by far the highest in the Euro-
pean Union. Mr. Mitsotakis, the Harvard-educated
former banker, is said to be well regarded in the Brus-
sels establishment. The inference is that the economic
path of the past four years would not be derailed. The
concern for Greeks is over whether Mr. Mitsotakis can
navigate what seems a difficult road ahead without
overly adding to their woes. Athens’s strategic Mediter-
ranean location lends greater heft to the EU’s approach
on the external policy front. Mr. Mitsotakis must lever-
age the goodwill he apparently enjoys with Brussels to
shape an asylum policy underpinned by enlightened
self-interest and humaneness. As Greece makes a fresh
start, its leaders should temper the expectations.
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A demographic window of opportunity

In India, investing in the laggard States will ensure their role as being the greatest contributors of the future
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SONALDE DESAI

ast month, the United Na-
Ltions released the 26th revi-

sion of World Population
Prospects and forecast that India
will overtake China as the most
populous country by 2027. The on-
ly surprise associated with this fo-
recast is the way it was covered by
the media. Is this good news or
bad news? Is it news at all?

Is this news? Not really. We have
known for a long time that India is
destined to be the most populous
country in the world. Population
projections are developed using
existing population and by adjust-
ing for expected births, deaths and
migration. For short-term projec-
tions, the biggest impact comes
from an existing population, par-
ticularly women in childbearing
ages. Having instituted a one-child
policy in 1979, China’s female pop-
ulation in peak reproductive ages
(between 15 and 39 years) is esti-
mated at 235 million (2019) com-
pared to 253 million for India.
Thus, even if India could institute
a policy that reduces its fertility
rate to the Chinese level, India will
overtake China as the most popu-
lous country.

The element of surprise comes
from the date by which this mo-
mentous event is expected. The
UN revises its population projec-
tions every two years. In 2015, it
was predicted that India would
overtake China in 2022, but in the
2019 projections it is 2027. The UN
has revised India’s expected popu-
lation size in 2050 downward from
1,705 million in 2015 projections to
1,639 million in 2019 projections.
This is due to faster than expected

fertility decline, which is good
news by all counts.

Like it or not, India will reign as
the most populous country
throughout most of the 21st centu-
ry. Whether we adjust to this de-
mographic destiny in a way that
contributes to the long-term wel-
fare of the nation or not depends
on how we deal with three critical
issues.

Population control

First, do we need to adopt strin-
gent population control policies?
History tells us that unless the In-
dian state can and chooses to act
with the ruthlessness of China, the
government has few weapons in
its arsenal. Almost all weapons
that can be used in a democratic
nation, have already been de-
ployed. These include restriction
of maternity leave and other ma-
ternity benefits for first two births
only and disqualification from
panchayat elections for people
with more than two children in
some States along with minor in-
centives for sterilisation.

As demographer Judith Blake
noted, people have children, not
birth rates and few incentives or
disincentives are powerful enough
to overcome the desire for chil-
dren. Ground-level research by
former Chief Secretary of Madhya
Pradesh Nirmala Buch found that
individuals who wanted larger fa-
milies either circumvented the res-
trictions or went ahead regardless
of the consequences. As one of her
informants noted, “The sar-
panch’s post is not going to sup-
port me during my old age, but my
son will. It does not really matter if
Ilose the post of sarpanch.”

Second, if punitive actions
won’t work, we must encourage
people to have smaller families vo-
luntarily. There are sharp diffe-
rences in fertility among different
socio-economic groups. Total Fer-
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tility Rate (TFR) for the poorest
women was 3.2 compared to only
1.5 for the richest quintile in 2015-
16. To get to TFR of 1.5, a substan-
tial proportion of the population
among the top 40% must stop at
one child.

In western societies, low fertili-
ty is associated with the conflict
that working women face between
work and child rearing and the in-
dividual’s desire to enjoy a child-
free life. Not so for Indian couples.
In India, couples with one child do
not consume more nor are women
in these families more likely to
work. My research with demogra-
pher Alaka Basu from Cornell Un-
iversity shows that it is a desire to
invest in their children’s education
and future prospects that seems to
drive people to stop at one child.
Richer individuals see greater po-
tential for ensuring admission to
good colleges and better jobs for
their children, inspiring them to li-
mit their family size. Thus, im-
proving education and ensuring
that access to good jobs is open to
all may also spur even poorer hou-
seholds into having fewer children
and investing their hopes in the
success of their only daughter or
son. Provision of safe and easily
accessible contraceptive services
will complete this virtuous cycle.

Population and policy
Third, we must change our mind-
set about how population is incor-

Turning down the heat

There is enormous potential in mitigating climate change through forest restoration

SUJATHA BYRAVAN

uring the run-up to the Pa-
Dris climate change meeting
in 2015 (COP-21) under the
United Nations Framework Con-
vention on Climate Change, each
country decided the level and kind
of effort it would undertake to
solve the global problem of cli-
mate change. These actions were
later referred to as nationally de-
termined contributions (NDCs).
India made a number of promis-
es that would lead to the reduction
of greenhouse gas emissions, or
mitigation, and actions to adapt to
living in a warmer world, or adap-
tation. Many of its described pro-
grammes and plans were intended
to enable India to move to a cli-
mate-friendly sustainable develop-
ment pathway. Primarily, by 2030,
there will be reductions in the
emissions intensity of the GDP by
about a third and a total of 40% of
the installed capacity for electrici-
ty will be from non-fossil fuel
sources. India also promised an
additional carbon sink — a means
to absorb carbon dioxide from the
atmosphere — of 2.5 to 3 billion
tonnes of carbon dioxide equiva-

lent through additional forest and
tree cover by the year 2030. Trees
and other vegetation fix carbon as
part of photosynthesis and soil too
holds organic carbon from plants
and animals. The amount of soil
carbon varies with land manage-
ment practices, farming methods,
soil nutrition and temperature.

Enhancing green cover

India has yet to determine how its
carbon sink objectives can be met.
In a recent study, the Forest Sur-
vey of India (FSI) has estimated,
along with the costs involved, the
opportunities and potential ac-
tions for additional forest and tree
cover to meet the NDC target. Gi-
ven that forest and green cover al-
ready show a gradual increase in
recent years, one might use this in-
crease as part of the contribution
towards the NDC. Or one might
think of the additional 2.5-3 billion
tonnes of CO: equivalent sink as
having to be above the back-
ground or business-as-usual in-
crease.

The additional increase in car-
bon sinks, as recommended in this
report, is to be achieved by the fol-
lowing ways: restoring impaired
and open forests; afforesting was-
telands; agro-forestry; through
green corridors, plantations along
railways, canals, other roads, on
railway sidings and rivers; and via
urban green spaces. Close to three
quarters of the increase (72.3 %)
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will be by restoring forests and af-
forestation on wastelands, with a
modest rise in total green cover.

The FSI study has three scena-
rios, representing different levels
of increase in forest and tree cov-
er. For example, 50%, 60% or 70%
of impaired forests could be res-
tored. The total increase in the car-
bon sink in these scenarios could
be 1.63, 2.51 or 3.39 billion tonnes
of CO2 equivalent by 2030, at costs
varying from about 31.14 to 32.46
lakh crore. These figures show
that the policy has to be at least at
a medium level of increase to at-
tain the stated NDC targets.

Natural forests

A recent study in Nature by Simon
Lewis and colleagues provides in-
sights into what works well with
regard to green cover. Locking up
the carbon from the atmosphere
in trees, ground vegetation and
soils is one of the safest ways with

porated in broader development
policies.

Population growth in the north
and central parts of India is far
greater than that in south India.
What should we do about the old
policies aimed at not rewarding
States that fail to control popula-
tion growth? These policies in-
clude using the 1971 population to
allocate seats for the Lok Sabha
and for Centre-State allocation un-
der various Finance Commissions.
In a departure from this practice,
the 15th Finance Commission is ex-
pected to use the 2011 Census for
making its recommendations. This
has led to vociferous protests from
the southern States as the feeling
is that they are being penalised for
better performance in reducing
fertility.

There is reason for their con-
cern. Between the 1971 and 2011
Censuses, the population of Kerala
grew by 56% compared to about
140% growth for Bihar, Uttar Pra-
desh and Madhya Pradesh. A
move to use the 2011 Census for
funds allocation will favour the
north-central States compared to
Kerala and Tamil Nadu.

However, continuing to stay
with a 1971 Census-based alloca-
tion would be a mistake. Cross-
State subsidies come in many
forms; Centre-State transfers is but
one. Incomes generated by work-
ers in one State may also provide
the tax revenues that support resi-
dents in another State. The vary-
ing pace of onset and end of demo-
graphic transition creates intricate
links between workers in Haryana
today and retirees in Kerala and
between future workers in Uttar
Pradesh and children in Tamil Na-
du.

Demographic dividend provid-
ed by the increasing share of work-
ing age adults is a temporary
phase during which child depen-
dency ratio is falling and old-age

which to remove carbon. If done
correctly, the green cover increase
will provide many other benefits:
it will improve water quality, store
water in wetlands, prevent soil
erosion, protect biodiversity, and
potentially provide new jobs. The
authors estimate that allowing
land to be converted into forests
naturally will sequester 42 times
the carbon compared to land con-
verted to plantation, or six times
for land converted to agroforestry.

Another study in Science by
Jean-Francois Bastin and col-
leagues estimates that it is possible
to add 0.9 billion hectares of cano-
py cover worldwide, potentially
mitigating up to two-thirds of his-
torical greenhouse gas emissions.
This would then prevent or delay
the worst impacts from climate
change.

Restoration type is key

Taken together, these studies indi-
cate that while there is enormous
potential in mitigating climate
change through forest restoration,
the amount of carbon stored de-
pends on the type of forest resto-
ration carried out. The most effec-
tive way is through natural forest
regeneration with appropriate in-
stitutions to facilitate the process.
Vast monocultures of plantations
are being proposed in some coun-
tries, including in India, but these
hold very little carbon; when they
are harvested, carbon is released

dependency ratio is still low. But
this opportunity only lasts for 20
to 30 years. For States such as Ker-
ala and Tamil Nadu which expe-
rienced fertility decline early, this
window of opportunity is already
past.

As the United Nations Popula-
tion Fund estimates, over the next
20 years, the window of opportun-
ity will be open for moderate
achievers such as Karnataka, Ha-
ryana and Jammu & Kashmir. As
the demographic window of op-
portunity closes for these States, it
will open for Uttar Pradesh, Bihar
and other States that are the last to
enter fertility transition. This sug-
gests that workers of Bihar will be
supporting the ageing population
of Kerala in 20 years.

The focus areas

In order to maximise the demo-
graphic dividend, we must invest
in the education and health of the
workforce, particularly in States
whose demographic window of
opportunity is still more than a de-
cade away. Staying fixated on the
notion that revising State alloca-
tion of Central resources based on
current population rather than
population from 1971 punishes
States with successful population
policies is shortsighted. This is be-
cause current laggards will be the
greatest contributors of the future
for everyone, particularly for age-
ing populations of early achievers.
Enhancing their productivity will
benefit everyone.

It is time for India to accept the
fact that being the most populous
nation is its destiny. It must work
towards enhancing the lives of its
current and future citizens.

Sonalde Desai is Professor of Sociology,
University of Maryland and Professor and
Centre Director, NCAER-National Data
Innovation Centre. The views expressed
are personal

as the wood is burned.

Besides, some of the trees se-
lected for the plantations may rely
on aquifers whose water becomes
more and more precious with
greater warming. Such forms of
green cover, therefore, do not mi-
tigate climate change and also do
not improve biodiversity or pro-
vide related benefits. India, there-
fore, needs first to ensure that de-
forestation is curtailed to the
maximum extent. Second, the
area allocated to the restoration of
impaired and open forests and
wastelands in the FSI report
should be focussed entirely on nat-
ural forests and agroforestry.

While using a carbon lens to
view forests has potential dangers,
involving local people and plant-
ing indigenous tree varieties
would also reduce likely difficul-
ties. Instead of plantations, grow-
ing food forests managed by local
communities would have addition-
al co-benefits. Once natural forests
are established, they need to be
protected. Protecting and nurtur-
ing public lands while preventing
their private enclosure is therefore
paramount. Active forest manage-
ment by local people has a long
history in India and needs to ex-
pand to meet climate, environ-
ment and social justice goals.

Sujatha Byravan is a scientist who studies
science, technology and development
policy
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Reining in hate

The law-enforcers being
mute is what ends up
emboldening the fringe to
tease, torment and even
take a toll on lives (Editorial
page, “The growing power
of the lumpen”, July 10.)
The episodes of lynching
are a blot on the face of a
free, democratic India. If
the new slogan of the
government, ‘Sab ka saath,
Sab ka vikas, Sab ka
vishwas’ is to have any
meaning, quick steps need
to be initiated to win back
the trust of all who are
being targeted.

C.V. ARAVIND,
Bengaluru

= Those from the minority
community are beaten up,
forced to chant a religious
slogan and, then lynched.
What response do such
incidents evoke in the hearts
of the right-thinking Indian?
Strong and peaceful protests
are needed. The government

has worked on predictable
lines: first denial, then
symbolic arrests, later
customary bails, protracted
trials with endless
adjournments and, finally, a
much-delayed conviction, if
at all. Public memory is short
and a young son lost. Who
will compensate his family
for the irretrievable loss? So
far no senior minister or
even the Prime Minister has
spoken out consistently to
reassure the minorities. Civil
society must make its
presence felt especially as
the Opposition is in disarray.

Dr. KURUVILLA VARKEY,
Oddanchatram, Dindigul, Tamil Nadu

Malnutrition trap

The chest-thumping around
the vision of a $5 trillion
economy for India has no
meaning if it doesn’t touch
the poorest and the deprived
in a positive way (OpEd page,
“The malaise of
malnutrition”, July 10) The
grim fact that only 16% of

funds allocated under
POSHAN Abhiyaan was used
by governments betrays the
sheer insensitivity of the
authorities towards the
malnutrition-afflicted. The
cascading tendency of a
transmission of poverty from
mother to children
continues, which is proof
enough that the
government’s efforts have
had only peripheral impact.

AYYASSERI RAVEENDRANATH,
Aranmula, Kerala

= The inherited
dehumanising poverty
explains the persistence of
malnutrition on a large scale.
Children born in
impecunious circumstances
suffer the most from
malnutrition. It is all the
more reason for
governments to intervene to
provide adequate nutrition
to all. Funds for food to all
yield great returns and help
in unlocking the full
potential of citizens besides

strengthening the workforce.
Governance can be termed
‘good’ only when it banishes
hunger and starvation. The
poor must also be valued like
the rest of the population
since attaching less value to
their lives is one unstated
reason why their nutritional
needs are not taken care of
as they should be.

G. DAVID MILTON,
Maruthancode, Tamil Nadu

What about recycling?
Ever since the Union Budget
laid out the path for electric
vehicular transportation,
there has been debate on
how this will affect the
automobile industry and its
associated peripheral
markets. However, there has
been little debate on the
importance of (lithium)
battery recycling and the
issue of tackling solid waste.
If EV technology is to have a
bright and sustainable future
in India, there has to be a
complete product lifecycle

system in place. Recycling
must go hand-in-hand with
market, production and job
opportunities.

SREENUJ C.M.,
Thalassery, Kannur, Kerala

Elephant repellant
Elephants are afraid of bees
and there are numerous case
studies across the world to
show that the world’s largest
land-based animal is terrified
of the tiny insect. While a
bee sting does not affect the
thick hide, it is the stings to
the elephant’s most sensitive
areas, namely its trunk,
mouth and eyes, that hurt
the most. Research has
shown that in Africa, placing
beehives every 30 m or so is
effective in keeping 80% of
African elephants away from
farmland. A paper in Current
Biology (2018), titled “Wild
Sri Lankan elephants retreat
from the sound of disturbed
Asian honey bees”, has
shown that the Asian
elephant is also scared of

bees. Therefore, using bees
has potential as a control
strategy in Sri Lanka, India,
Nepal and Thailand.

Beehive fences are gaining
popularity in Africa, costing
a fraction of what an
electrified fence would,
according to an NYT article.
Farmers also have a new
source of income from
selling honey besides
boosting the role of bees as
top pollinators. As far as the
strategy of sound
amplification is concerned,
which has been elaborated in
the report, “Honour for ‘Plan
Bee’ that helped save
jumbos” (July 10), the fact is
that elephants are smart and
quickly learn that the threat
from a recording of buzzing
bees is unreal. Therefore
investing in the real thing
works best as a few stings
reinforce its efficacy.

NADIKERIANDA CHINNAPPA,
Bengaluru
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Nehru and the Kashmir quandary

The former PM erred in having too much confidence in the sense of justice of his successors

D. SHYAM BABU

Union Home Minister Amit Shah ear-
lier this month held India’s first
Prime Minister, Jawaharlal Nehru,
responsible for the country being de-
prived of one-third of Kashmir. Ex-
cept for those who deify Nehru, most
others readily agree to the obvious
fact that Nehru was not infallible. Ho-
wever, it is ironical Mr. Shah and his
party, the Bharatiya Janata Party, fo-
cus on an area of Nehru’s alleged cul-
pability — his handling of the Kash-
mir question — on which the latter
perhaps deserves their indulgences
and empathy.

What must one, then, think of
when one thinks of Kashmir? Is it a
stolen land? Or a symptom of Hindu-
Muslim rivalry? Or a case of cross-
border terrorism? Or perhaps a bat-
tleground for two nuclear rivals?

Kashmir is all these and much
more. However, there are some as-
pects to the muddle that have been
ignored for far too long.

Nehru, the Kashmiri Pandit
First, given Nehru’s well-known sec-
ular credentials, we tend to treat him
as less of a Hindu, if not looking at
him as an outright anti-Hindu. In
reality, on Kashmir, he acted not only
as a Hindu determined to protect his
co-religionists, but as a Kashmiri
Pandit.

In 1947, the immediacy of the cri-
sis in Kashmir — the procrastination
of Maharaja Hari Singh to join either
India or Pakistan and Pakistan’s inva-
sion of the state — dictated that Neh-
ru and the Government of India do
everything to prevent the impending
genocide of the Hindus in Jammu
and Kashmir.

Wouldn’t a secular Nehru have al-
so acted in a similar way? Indeed. But
a secular Nehru would have liberated
the rest of Kashmir, including Pakis-
tan-occupied Kashmir (PoK), as well.
Because India could either claim the
whole of Jammu and Kashmir or
nothing. Ignore, for the time being,
the purported reluctance of Indian
Army to proceed further due to the
operational constraints that forced
Nehru to agree to a ceasefire.

A measured handshake: Prime Minister Jawaharlal Nehru with

Kashmir's Maharaja Hari Singh in Srinagar in May 1948. = THE HINDU PHOTO ARCHIVES

Further, if one were to examine
Nehru’s actions in solely communal
terms, one wouldn’t be able to vi-
sualise a better strategy for the Hin-
dus in the State than the one he
chose. It must surely have crossed
Nehru’s mind that if he liberated
PoK, it would create a situation
where Hindus in Jammu and Kash-
mir were further relegated to a mi-
nority.

Here, it is not difficult to count the
benefits of Nehru’s calibrated inac-
tion. A unified Jammu and Kashmir
would have meant that even a bril-
liant gerrymandering of political to-
pography would not have helped the
Kashmiri Hindus. Hence, the BJP’s
criticism of Nehru’s actions comes
across as ironical.

The Hyderabad parallel

Prior to 1947, Jammu and Kashmir
and Hyderabad State were mirror im-
ages of each other: an autocratic rul-
er from a minority community hav-
ing put a heavy yoke on the majority
population.

We are far too willing to accept the
gory details of Hyderabad Nizam’s
misrule but squeamish in shedding a
similar light on Kashmir. This has dis-
torted our understanding of the
Kashmir problem in two ways.

One, the current angst among the
Kashmiri Muslims is explained away
as the people’s anti-India sentiments
or the machinations of Pakistan.

A case for nutrition counselling

It is a low-cost measure that offers lifelong benefits

BJORN LOMBORG
SHIREEN VAKIL

The Integrated Child Development
Services (ICDS) scheme is one of the
world’s largest programmes for early
childhood care and development.
Now, a new study suggests that nutri-
tion and health counselling delivered
under the programme’s auspices is
one of the best possible investments
that can be made by any government.

This timely, non-partisan report is
by India Consensus, a partnership
between Tata Trusts and Copenha-
gen Consensus, which has underta-
ken a first-of-its-kind analysis of 100
government programmes. These
were identified by NITI Aayog for
their role in supporting India’s efforts
to achieve the Global Goals.

The Global Goals have a dizzying
array of 169 targets, such a long list
that no country on Earth can achieve
all of them. That’s why the unique In-
dia Consensus economic analysis ap-
proach is vital: it adds
new knowledge about
costs and benefits. This
way, it can be clearer
which programmes
achieve the most good
for every rupee spent.

Researchers have
identified twelve pro-
grammes that have phe-
nomenal benefits for ev-
ery rupee spent. Among the top
programmes is nutrition and health
counselling.

Empowering the mother

As a behavioural change interven-
tion, nutrition and health counselling
is relatively low cost for every person
that is reached. It’s important to note
that this programme does not pro-
vide food, but instead provides infor-
mation to the mother, making it more
likely that the child will receive more
and better food. And that in turn
leads to lifelong benefits.

Many studies have now demon-
strated that these benefits can be
large. Improving the nutrition and
health outcomes of the children of
mothers reached makes this a highly
cost-effective intervention.

Two analyses were undertaken in
Andhra Pradesh and Rajasthan, look-
ing at a six-year campaign of nutri-
tion counselling and hand-washing.
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The average cost of counselling ses-
sions for each woman was estimated
at 31,177 and 1,250 for Andhra Pra-
desh and Rajasthan respectively.
Based on previous studies, it is esti-
mated that counselling leads to a 12%
reduction in stunting. This leads to
better cognitive skills.

Quantifying the benefits
Quantifying the increase in earnings
shows that the per unit benefit for
Andhra Pradesh and Rajasthan
comes to ¥71,500 and ¥54,000.

What these figures mean is that
the investment generates returns to
society worth 61 and 43, respec-
tively, for every rupee spent. While
the analysis will differ for other
States, these results show that nutri-
tional counselling is a phenomenal
investment. It’s relevant to note that
these figures take into account the
challenges of nutrition counselling:
it’s a relatively difficult intervention
to implement and ensure that every
person is reached. But
even if India’s imple-
mentation  problems
were worse than other
countries studied by re-
searchers, it is unlikely
to make the investment
less impressive. The ta-
keaway point is that,
among all the ways that
the Indian government
is spending money to achieve Global
Goals targets, adding additional re-
sources to nutrition counselling
would be a phenomenal investment.

The preliminary results of this ana-
lysis show that there are many poli-
cies that can achieve amazing out-
comes. If India were to spend
350,000 crore more on achieving the
Global Goals, focussing on the most
phenomenal programmes identified
so far by India Consensus would
create extra benefits for India worth
%20 lakh crore — more than the entire
Indian public consumption.

With returns like this at stake,
there are compelling reasons to look
favourably at approaches including
nutrition counselling.

Bjorn Lomborg is president of the
Copenhagen Consensus Center.

Shireen Vakil heads the Policy and Advocacy
unit of the Tata Trusts

There is truth in both explanations.
But they also mislead us into believ-
ing that the Kashmir problem started
after 1947. The fact is that the cross-
border terrorism started much be-
fore the Partition of the subcontinent
when Muslims in British India used
to slip into the princely State of Jam-
mu and Kashmir in solidarity with
fellow Muslims, who were getting a
raw deal from their ruler. Had we
been cognisant of this fact, we would
have focussed more on good gover-
nance and ensuring basic liberties to
the people in Kashmir.

Two, after its accession into India,
Jammu and Kashmir was pushed into
adopting democracy whereas it nev-
er had the institutions, the cultural
temperament and the robust civil so-
ciety so essential for democracy to
take roots and flourish. Recall how
Hyderabad State (now Telangana)
suffered for decades from left-wing
extremism which was a counter to its
feudal set-up.

Leaving aside a few honourable
exceptions like the princely States of
Travancore, Baroda and Kolhapur,
most areas under native rule prior to
Independence proved to be fallow
for democracy, whereas British India
enjoyed a whiff of rules-based
governance.

Understanding the parallels bet-
ween Hyderabad and Kashmir would
give us a whole new way of dealing
with the root cause of the problem,

rather than just its symptoms. The
Maharaja’s delay in choosing bet-
ween India and Pakistan prompted
Pakistan to resort to military inter-
vention. That its troops were dressed
up in mufti should not distract us
from that fact.

On a fire-fighting mode

After accepting the Maharaja’s in-
strument of accession, Nehru’s main
task was to secure the safety of Hin-
dus, especially in the Valley. Having
accomplished his goal, he had to end
the war at a time and place of his
choosing. How else could he have
achieved it without going to the Unit-
ed Nations?

He was right in his likely assess-
ment that Hindus wouldn’t be safe in
Pakistan and Muslims would be bet-
ter off in India. His assessment was
proved right during his time. But the
fire-fighting nature of Nehru’s ac-
tions in 1947-48 should have been ad-
ditionally followed up with measures
of restoration and rehabilitation,
keeping Kashmir’s history and cul-
ture in context.

Nehru and India had three policy
options at their disposal during the
initial years of the problem. They
were: a) Use the window of oppor-
tunity to relocate Hindus away from
the Valley; that would have avoided
communal strife though democracy
would have taken more time to fruc-
tify; b) Usher in secular and liberal
democracy which would take care of
the interests of everyone; or c) Put in
place an autocratic system that
would be managed from New Delhi.

The first option (evacuation) was
never attempted as the government
thought it was not necessary and the
Centre was supposed to be following
the second option (democracy) but
de facto ended up following the third
one (direct rule).

Unfortunately, for Nehru, taking
possession of Jammu and Kashmir —
minus the ‘one-third’ — was an end in
itself but not the beginning of a long
process of integration. Further, he
had too much confidence in the su-
periority of India’s liberal polity,
which he believed Kashmiris would
happily embrace. He also had too
much faith in the sense of justice and
equanimity of his successors. His
faith proved to have been misplaced.

D. Shyam Babu is Senior Fellow, Centre for
Policy Research. Views are personal

Deepening #Meloo

A year after an actor inspired women to speak up against
harassment, it’s critical to assess the gains and challenges

DAMINI CHOPRA

In the mid and late-1800s, social movements
in Europe for equal rights for women threw
up the word ‘feminism’, which traces its ori-
gins to French. The suffrage movement in
Britain in the early part of the 20th century
was another component of women’s fight for
equality across the world.

Over the years, this fight has gained mo-
mentum, often with varying goals depend-
ing on the cultural traditions and the degree
of prevalence of patriarchy in different socie-
ties. Various instances have inspired women
to collectively get together and assert their
rights — to create a combined voice that
strongly advocates the impending need to
view them as equal to men.

In the current world, there are strong
stances that women are taking to support
causes, such as the #MeToo movement that
started in the U.S. and took down power-
players like Harvey Weinstein and Roy Price
and is now a force to reckon with in India.

Why it is needed

The abuse of power by men in high offices
has been an open secret. Many women
across industries have been subject to lewd
remarks, suggestive behaviour and assault —
and have often been penalised for rejecting
such advances.

Tanushree Dutta’s decision, in September
2018, to speak out against her alleged exploi-
ters from a decade ago gave courage to many
women to be able to openly speak up against
bullies who coerce them into compromising
situations.

Many other women have been empo-
wered by the #MeToo platform to be able to
take on powerful bullies. A big boon for femi-
nism, #MeToo has also given women a tool
against oppressors in influential positions.
As sexual harassment is considered a serious
offence when proven beyond reasonable
doubt, the men stand to lose their sources of
income as well as public reputation. Social
media has, thus, been a huge platform in
helping women to be able to express their or-
deal as well as find solidarity and support.

A corollary to the same is the apparent
misuse of these tools by some for personal
agendas.

Many women are choosing to lash out at
ex-lovers and blame them for harassment.
Consent is imperative in every relationship;
however, a mutual relationship (irrespective
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Banking
up better

Rapid climb

The number of accounts and the average account balance
have steadily increased. Just after demonetisation, there
was a sudden surge in the average account balance

AVG. ACCOUNT BALANCE (%), RIGHT-AXIS

The cumulative account balance in zero-balance bank accounts opened under the
PM'’s Jan Dhan Yojana scheme crossed the 1 trillion mark on July 3. The average
balance in each account now stands at ¥2,787. However, as of December 2018,
23% of the accounts were inoperative. By Varun B. Krishnan & Sumant Sen

Where the accounts are

Six out of 10 Jan Dhan accounts are in the rural areas and
close to three-fourth are in public sector banks. Private sector
banks account for just 3.4% of these accounts
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of the state of it) cannot be comparable to ex-
ploitation of women employees at workplac-
es by men in senior positions.

Settling personal scores

Former Chief Justice of the Bombay High
Court, Sujata Manohar (who was part of the
bench that penned the Vishakha guidelines
against sexual harassment at workplaces),
observed that many women were misusing
the #MeToo movement to shame men on so-
cial media and to settle personal scores. Ad-
ding allegations of a personal nature dilutes
the essence of a very powerful and necessary
movement.

Further, a lot of women anonymously
share stories about their harassers but refuse
to take further legal or police action. This
raises questions on the ingenuity of their
claims. In a recent example, an aspiring ac-
tor filed a complaint against a noted director,
but then withdrew it.

Such actions not only allow the men in
question to go scot-free, but also cast a sha-
dow on the veracity of the victims’ claims. If
an untoward incident did occur, the sufferer
must be willing to follow the proper channel
to lodge a complaint and seek support for
the same. It takes immense courage for a sur-
vivor to come out in public and relive her or-
deal, and she must be believed and support-
ed.

In such an atmosphere, false claims by a
few women cast a net of suspicion on all alle-
gations. Using social media to name and
shame an alleged perpetrator just to settle a
personal score under the garb of #MeToo is a
disservice to women who genuinely need
the aid of the movement.

To achieve a balance, it is important fairly
assess each situation while taking a neutral
approach in dealing with both the parties in-
volved — the man and women.

This article does not attempt to under-
mine the need for women to assert them-
selves. Neither does it aim to question the
legitimacy of all the complainants rallying
behind the #MeToo movement. It only aims
to argue that as we propose to create a more
equal society, we must not let the oppressed
assume the role of the oppressors. While
there are great tools at our disposal, they al-
so come with great responsibility.

For #MeToo to retain its moral clarity, it is
important that we now look at ways to
strengthen the processes at workplaces and
the legal framework in general, so that cases
of sexual harassment are speedily settled,
and not left to a ‘she-said-he-said” aftermath
that extends the trauma of the innocent wo-
men and, sometimes, the men concerned.

Damini Chopra is an actor
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FIFTY YEARS AGO JULY 11, 1969

Immigrants to Malaysia

Malaysia to-day [July 10] tightened its immi-
gration regulations and called on all non-citi-
zens above 12 years of age to call at the Immi-
gration Office before September 15 to furnish
fresh particulars about themselves. There
are an estimated 700,000 non-citizens
among Malaysia’s 10 million population,
nearly a quarter million of them are Indians.
The more rigid immigration regulations
which will come into effect next Tuesday
[July 15] is part of the emergency declared in
the country when racial riots broke out on
May 13. The regulations known as Essential
(Modifications of Immigration Laws) Regula-
tions 1969 were gazetted to-day [July 10] and
will remain in force for the duration of the
emergency. The new regulation requires tra-
vellers to leave Malaysia only at authorised
points. Under the present regulations, tra-
vellers are only required to enter the coun-
try at such points but could leave from any
spot. Authorised points are airports, ports,
Johore causeway and immigration and cus-
toms check points at the Malaysia-Thailand
border in Kedah and Kelantan.

A HUNDRED YEARS AGO juULY 11, 1919.
Chamber on Currency Crisis.

The Committee of the Indian Merchants’
Chamber and Bureau in Bombay, submitting
to the Government of India their views relat-
ing to exchange and currency questions,
strongly urge the the fixity of exchange with-
in gold points and suggest the introduction
of a token coin, valued at two rupees or
three, in which the percentage of silver shall
be so small that there may be no appreciable
loss even when silver is seventy pence. They
also advocate the issue of coins to an unli-
mited extent. A point which the committee
desire most to urge is the penalising of In-
dian Exports by the raising of exchange and
the undue advantage which it gives to im-
ports from foreign countries. The commit-
tee advocates the strengthening of a gold ex-
change standard, believing that a gold
exchange standard has proved from the be-
ginning disastrous to the country, and that
in gold standard only lies its salvation. In or-
der to make gold standard a success, the
Committee recommend that establishment
of a gold mint in India on the same terms as
those given to the British dominions. Both
the gold standard and paper currency re-
serve should be entirely located in India.
Council Bills must be sold meanwhile for
stated amounts.

A ND-NDE
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