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Machinelearning, Al& drugdevelopment

It seems research could soon be largely taken over by machines
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rganic life depends on proteins,
O complex molecules, which per-
form many functions. Proteins
are made up of amino acids combina-
tions. Amino acids are simple molecules
paired and wrapped around each other
in three-dimensional configurations.
Mis-folded proteins can cause horrible
conditions like Alzheimer, Parkinson's
Disease, Huntington's Disease, etc.
Developing new drugs, and tackling
such conditions would receive a huge
boost if we understood protein-folding
processes. This is among the biggest

research challenges. Protein folding
seems to have simple rules, and we can
list the amino acids sequences in a giv-
en protein. But the number of folding
possibilities are very large, making it
impossible to list all 3D configurations,
even with super-computers. There are
about 20,000 genes which can mal-
function in multiple ways, and there-
fore, huge numbers of possible inter-
actions between resultant proteins.

Researchers use algorithms to com-
pute the likely 3D structure of proteins,
inputting amino acids sequence data.
They also use methods like X-ray crys-
tallography and nuclear magnetic reso-
nance to image protein structures. But
this is an expensive hit or miss process
and we still don’t know what the struc-
ture of a new sequence could be.

In many ways, protein-folding
resembles chess, Shogi (a Japanese ver-
sion of chess) and Go. These games have
simple rules, which a child can learn in
afew minutes. Each game has complete
information. Yet, chess contains more
possibilities than atoms in the universe;
Shogi has even more possibilities than
chess; and Go has orders of magnitude

more possibilities than Shogi. Programs
have to find heuristics (strategic rules of
thumb) to play these games well.

A program that’s good at such games
can be adapted for protein-folding.
We're seeing demonstrations of this,
with DeepMind’s AlphaFold. The UK-
based artificial intelligence company,
DeepMind created a sensation when its
“Alpha” algorithms learnt chess, Go and
Shogi. In 2016, the first iteration,
AlphaGo beat Go world champion, Lee
Seedol. A second iteration, AlphaZero
was given the basic rules and played mil-
lions of games with itself to develop its
heuristics. It beat AlphaGo, and
thrashed other top chess-playing and
Shogi programs.

The self-learning methods
DeepMind developed work for other
systems of complete information. In
December 2018, its program, AlphaFold,
was the top performer at a very presti-
gious competition — the 13th edition of
the Critical Assessment of Structure
Prediction (CASP).

CASP is a biennial competition that
aims to predict 3D protein structures.
Competing teams were given the linear

sequence of amino acids for 90 proteins,
where the 3D shape is known, but has
not yet been published. The physical
properties of protein molecules include
the linked pairs of amino acids, the dis-
tances between linked pairs, and the
angles of the chemical bonds connect-
ing the pairs. If you know these, you can
work out 3-D shapes.

The CASP competitors compute how
those 90 sequences “should” fold and
match those against known structures.
The debutant, AlphaFold, far outper-
formed the other 97 entrants. In 43
sequences where nothing beyond linear
sequences was known, AlphaFold made
the most accurate predictions 25 times.
Second place finisher, Zhang Group,
succeeded three out of 43 times.

Dr John Moult, CASP’s lead organis-
er, a computational biologist at the
University of Maryland in Rockville, says
AlphaFold was on average, 15 per cent
more accurate than the others.
DeepMind’s team refined two algo-
rithms pioneered by others.

DeepMind uses “deep neural net-
works” to learn correlations between the
shape of a protein molecule and its amino
acid sequence. The AlphaFold model
uses two algorithms. It computes a score

Missing links in India's defence rea

Since the bulk of the military resources is
consumed by revenue expenditure,
modernisation will remain a distant dream

PREMVIR DAS

e will fight with what we have”
s ’s ; isastatement attributed to the
then Army Chief when some
units of the Pakistan Army surreptitious-
ly captured and then sat astride moun-
tain positions dominating our Kargil life-
line. Twenty years down the line, it will
not be surprising if the present Army
Chief has to say much the same thing.
After all, we did have to field outdated
MIG-21s against superior planes of the
adversary and lost one of them. Yet, in
these same two decades, both the BJP-
led NDA and the Congress-led UPA have
governed the country for ten years each.
Is there something fundamentally miss-
ing in our ability to recognise the kind
of military power that India needs is the
question that needs to be answered.
Only a few days ago, reputed journal-
ist Shekhar Gupta wrote in this paper

that something was seriously wrong in
our military planning process. He
argued that to constantly decry
resources allocated to defence in terms
of a less than 2 per cent share of GDP
was flawed logic as the government did
not have control of that entity. What it
did manage was Central Government
Expenditure or CGE. This, at 15.5 per
cent for FY 2019-20 outmatched the 15.1
per cent that it would spend on health,
education and welfare combined.
Therefore, to expect the allocation to be
increased is clearly far-fetched. Since
the bulk of this resource is spent on rev-
enue expenditure, including pay and
pensions, modernisation will continue
to be a distant dream.

Mr Gupta laid out some other postu-
lations which merit examination. Given
their intrinsic strengths, India’s Army
and Air force could worst those of
Pakistan in a long war which he argues
we would not be allowed to fight by the
international community. In short wars
of two or three weeks, the scales would
be more or less even except at sea where
our Navy could inflict decisive punish-
ment but risk global outrage as freedom
of movement was involved. In support
of his argument, it may be mentioned
that the “surgical strike” across the bor-
der was responded to by sponsored ter-
rorist attacks on our military installa-
tions at Uri and Pathankot. Even more,
the attacks on Balakot camps were met
within a few hours, and in broad day-

light, by the Pakistan Air Force which
led to the downing of our MIG 21 and
capture of its pilot. In sum, short-term
confrontations are unlikely to lead either
side to a position of dominance. If long
and short conflicts are both unlikely to
yield great political dividend, what is the
option? We have not yet considered
what might face us across the border
with China where the end result could
be no different.

Finally, Mr Gupta talks of the futility
of planning for a two-front war for which
resources can never be found. This
brings us to the fundamentals of nation-
al security planning. Broadly, there can
be two approaches. One, to formulate
plans based on Threat Assessments.
Things like two-front war capability,
punishing Pakistan, et al fall under this
category. There is the Raksha Mantri’s
Directive which is issued periodically
and tells the armed forces what threats
are visualised and for which they should
be prepared. More recently, a committee
has been constituted under the National
Security Advisor and comprising the
three Service Chiefs and some others
presumably to formulate some kind of

a national security strategy. It is very
unlikely that it wears away from the
Threat Assessment methodology.

The second approach is to evolve
national security based on national inter-
ests. These are more long term and will
provide a stable platform for defence
planning over a period of time. For exam-
ple, if these require us to be the third
largest global economy in fifteen years,
after the USA and China, with military
stature commensurate with that goal,
then we must figure out what needs to
be done to get there; similarly, our inter-
ests in the Indo -Pacific and how they
might contribute towards the larger
objectives and the capabilities needed to
safeguard them. Surely, putting 3,00,000
boots on the ground against Pakistan
cannot be the desired end result. Or, for
that matter, “readiness” to defeat invad-
ing Chinese troops across the foothills.
To be the third or fourth ranking global
power something different is needed in
which, technology, space, sea and air
power, informatics and artificial intelli-
gence must merit priority. Only then can
limited resources for military moderni-
sation be allocated optimally.
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that estimates the accuracy of a proposed
structure. Then it uses “gradient descent”
—an algorithm to find the minimum val-
ue of a function — to optimise that score.

AlphaFold compared genomic data
on other proteins to derive probabilities
for which pairs would end up folding
close to each other. “Fold” also worked
out probable distances between neigh-
bouring pairs and likely angles at which
they joined. This approach combines
clever engineering design and vast com-
puter resources to make a contribution
to fundamental science.

While DeepMind CEO, Demis
Hassabis, says this demonstration is
just a beginning, it does marks a shift
in research into this key area. Instead
of academics with biochemistry back-
grounds, or conventional pharma
companies, there could be more IT
companies moving into studying pro-
tein-folding, using artificial intelli-
gence (AI). Facebook has also started
up research in this area, publishing a
recent paper from its R&D group. That
hasn’t yet been peer-reviewed.

Academics who were tracking CASP
seemed to be stunned by AlphaFold’s
results, as it seems research into protein
folding could be taken over by AL
Machine learning and AI could make a
big contribution to accelerating drug
development methods and research into
many diseases.

iness

Unfortunately, the approach our
planners are following today continues
to be threat based in which manpower
holds sway as even China, one of our
two “threatening powers”, is converting
its military strength from one based on
manpower to one better suited to its
longer-term interests.

But how is such a drastic change in
mindsets to come? It cannot come from
Defence Planning Committees and
such like. In the first tenure of the NDA,
a high powered Group of Ministers
(GoM) was constituted post Kargil to
review every aspect of national security.
Led by no less a person than the then
deputy prime minister, it made a series
of recommendations of which the more
routine ones have been implemented
but the weighty ones remain in orbit.
Service Headquarters have been notion-
ally renamed Integrated Headquarters
of the Ministry of Defence but with little
integration. A Chief of Defence Staff is
is nowhere in sight. If that GOM could
not take us towards the interests based
approach, what will? Trying to satisfy
several vested lobbies will simply not
get anywhere. We now have a Prime
Minister who has the chutzpah to do
what has not been done before. Only
his personal clout will enable us to get
away from the status quo just as
demonetisation did, in the face of huge
criticism. It is time he himself took
charge of the national security ethos of
the country and put it on lines which
will meet our needs commensurate
with our aspirations.

Thewriter has been a member of the National
Security Advisory Board

AMOL AGRAWAL

hat a match is an understate-
ment. In times to come, all
matches will be measured by

this one match which fittingly was
played for the World Cup final. Earlier,
matches were measured by the World
Cup semi-final match in 1999 between
South Africa and Australia which end-
ed in a tie as well. The final of 2019
upped the level by a few notches.

In One Day International (ODI)
cricket, a team wins by scoring more
runs. But what if both teams score
equal runs? ICC rule book defines
such a match as a tie: “The result of a
match shall be a tie when all innings
have been completed and the scores
are equal. If the scores are equal, the
result shall be a tie and no account
shall be taken of the number of wick-
ets that have fallen”. Though, there
were two tied matches where the
teams won on account of lesser num-
ber of wickets: India vs Pakistan in
1987 and Australia vs Pakistan in 1988.
In the first one, India won and the sec-
ond was won by Pakistan.

In World Cup type tournaments we
have stages where you need a winner
to move ahead. This requires a result
and we have tie-breakers like those
seen in football and hockey where we
have penalty shootouts (no matter
how unfair).

In cricket, ICC has experimented
with tie-breakers. For instance, in the

INSIGHT
Rules in cricket and economics are fallible

above mentioned semi-final between
Australia and South Africa, the for-
mer won as it had better performance
than latter in the league stage which
in turn was based on net run rate. The
result drew similar ire as seen now
and one felt a tie-breaker should be
based on the current match and not
past performances.

This led to another type of tie-
breaker where the bowlers from the
two teams were asked to bowl and
strike the stumps. We saw a tied match
between India and Pakistan decided
in this manner in favour of the former.
But again this was not seen as a good
way to decide the outcome as there
was no role for batsmen and it was
really random.

We then had the idea of a Super
Over where each team played an
additional over and whoever scored
the highest runs won the match. Call
it a micro-match between the two
sides. But what if there is a tie here
too? It is here that the rule book gets
really dicey and tilts completely
towards the batters.

Appendix F of the ICC Cricket World
Cup Qualifier 2018 Playing Conditions
explains the working of a Super Over.
In case of a tie in the Super Over, the
team which the most number of
boundaries combined in both the main
match and the Super Over shall be the
winner. If this is equal as well, then
only boundaries of the main match
shall be counted.

If this is equal as well, then we go
back to Super Over and figure out from
the last ball onwards, and declare the
highest scoring ball team as the win-
ner. To explain this last bit, let us see
scores a fictional tied match where
both scored 14 runs in the Super Over:
3,2,4,2,2,1and 2,6,2,2,1,1.

We start with the last ball and com-
pare the scores of the two teams. Sixth
ball scores are 1 and 1 which means tie,
fifth ball scores are 2 and 1 which
means Team 1 is the winner. If the

boundary count rule has created fury,
imagine match being settled on this
basis. I mean both teams ever so evenly
matched that they could have scored
equal runs with the same distribution
in the super-over. In that scenario, ICC
would have actually run out of its rules
and awarded the cup to both the teams,
a result most deem as fair.

There have been flurry of articles
written on the Super Over rules being
unfair and unjust. Experts have sug-
gested league performance, net run
rate and so on as alternate rules. But
England would have won based on all
such rules as it did better than New
Zealand. This does not imply we
should not make better cricket rules
but to highlight that all well-intended
rules show limitations when tested,
showing that randomness of life over-
powers everything else.

Take the case of economics where
rules are tested all the time. The BIS
(Bank of International Settlements)
has come up with all kinds of bank cap-
ital rules (Basel I, IT and III) only to be
tested severely in 2008 crisis. Taylor
Rule, which helps central banks set
interest rates, suggested that Federal
Reserve kept policy rates too low
before the crisis thus fuelling the hous-
ing bubble. This was questioned by
Ben Bernanke, then head of Federal
Reserve, saying that housing price

bubble cannot be explained by Taylor
rule alone. Central banks’ own models
which rely on some or the other
macroeconomic rule book, underesti-
mated financial risks before 2008 crisis
and have overestimated inflation risks
lately. India and China are often seen
as countries which have managed to
grow without strictly following the rule
book of growth.

To sum up, we have to understand
that the rules are made by humans and
prone to fallibility. One common rule
behind all the rules is that they need
to be changed with time, be it cricket
or traffic or taxes. Ideally, we should
be changing rules periodically but
mostly do when rules are either chal-
lenged by events or we have some new
information. To make solace with the
result of the final, one can say it went
to ateam which has transformed itself
beyond anyone’s imagination. After
poor performance in 2015 World Cup,
English sought lessons ironically from
New Zealand cricket and repositioned
their ODI cricket (see my previous
piece English comeback). England
captain Eoin Morgan said “rub of the
green” did go the English way, perhaps
gods deciding to reward them for the
sweating of all these years.

The author teaches at Ahmedabad
University and blogs at Mostly Economics

AngryBSP

After closely watching the recent
developmentsin Karnataka and Goa,
Madhya Pradesh Chief Minister Kamal Nath
has asked all Congress MLAs and those
supporting his government to stay in the
state capital. Nath addressed an MLA meet
late on Wednesday and directed them not to
travel outside Bhopal. Bahjuan Samaj Party
(BSP) MLA Sanjeev Kushwaha missed the
meeting although he was in the city that day.
Itis nosecret that BSP MLAs Kushwaha and
Rambai are unhappy with the state
governmentand do not get along with some
of its ministers. Rambai had publicly stated
she wanted a ministry. On Thursday,
Kushwaha said that some Congress ministers
had an "attitude problem" and that he
planned to talk to the chief minister about
"the behaviourissues".

Anudge from NITl Aayog
WiT Asyia @ _ Soyou thought
"= @NMaayog government ads
@t off 231 perfect 78 g1, were composed

W perfect @mTugarg! by and aimed at
the fuddy-
duddies, right?
Wrong. A recent
NITI Aayog ad
caught attention
because it was
not. The ad,
placed on Twitter and saying the
government think tank was looking for
senior specialists and specialists in
behavioural economics, seemed to be
inspired by a popular dialogue from
Hindi movie Rang De Basanti. The NITI
Aayog ad started off with Koi bhi desh
perfect nahin hota, usse perfect banana
padta hai; the 2006 sleeper hit had a
dialogue, Koi bhi desh perfect nahin
hota... usse behtar banana padta hai.
Now if you said using snappy phrases
and taglines was par for the course on
Twitter and that NITI Aayog needed
something relatable to "nudge" young
people into action, you probably
wouldn't be far off the mark.

#NITlAayog is looking for
Senior Specialists and
Specialists in Behavioural
Economics. If you have
the passion, we have the
right platform.

To name or not to name

During the discussion on the Finance Bill in
the Lok Sabha on Thursday, Trinamool
Congress MP Saugata Roy said the Union
Budget's relief to the corporates was
intended to help two leading industrial
houses. Roy named the two houses, which
bear the surnames of their founders. The
Bharatiya Janata Party's Nishikant Dubey
said Roy, under Rule 352 of the Lok Sabha,
had defamed two individuals as also those
who had these two surnames. Roy argued
that he did not take any first names, but
had referred to the two corporate groups.
Meenakshi Lekhi, who was at that juncture
chairing the proceedings, seemed to agree
with Dubey that Roy had taken names of
two individuals. However, the Biju Janata
Dal's Bhartruhari Mahtab intervened to say
that there had been several instances in
the past when members referred to two
other industrial houses, the Tata and the
Birla groups, in their speeches. He said the
Lok Sabha secretariat should go through
the records to find out if those references
were also defamatory and come to a
conclusion on the issue. Roy then
continued with the rest of his speech as no
one countered Mahtab's interjection.

Well done, Sebi

This refers to “Sebi chief questions
Budget plan for transfer of surplus funds
to govt” (July 18). Securities and
Exchange Board of India (Sebi) Chairman
Ajay Tyagi must be praised for seeking a
review of the proposal that mandates
transferring 75 per cent of the market reg-
ulator's surplus funds to the central gov-
ernment. Tyagi has claimed that the pro-
posed move would affect the functioning
of Sebi as well as the securities market
while over-emphasising the rationale
behind the market regulator keeping a
reserve fund for mandatorily protecting
the interests of the investors.
As stated in this report, two provisions
— one related to the surplus transfer and
the other related to seeking prior
approval from the finance ministry for
raising expenses — haven’t gone down
well with the markets regulator which
considers those as an additional tax. The
Department of Economic Affairs’ idea
behind the proposed move to “address
the issue of accumulation of huge surplus
funds” with the Sebi could be similar to
the government’s earlier game plan to
corner the so-called surplus funds of the
Reserve Bank of India.
S Kumar New Delhi

SC erred on Karnataka

The Supreme Court’s interim order that
the dissident MLAs cannot be com-
pelled to attend the Karnataka
Assembly session convened for the sole
purpose of floor test goes to defeat the

p HAMBONE |
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very object of the anti-defection law.
Obviously, the exemption to the rebel
MLAs from participating in the session
gives the Bharatiya Janata Party (BJP)
an undue numerical advantage in the
House. The spirit of the anti-defection
law does not permeate the ruling that a
party whip cannot be issued to the dis-
sident MLAs to be present in the House
and vote reposing their trust in the gov-
ernment. The rationale behind allowing
the dissident MLASs to skip the trust vote
without attracting the provisions of the
anti-defection law is elusive to find out
if it is convincing. By granting the dis-
sident lawmakers the freedom to attend
or not to attend the session, the apex
court has fettered the Speaker.

G David Milton Maruthancode

Correction

A Chinese Whispers item published on
July 18 said former vice-president M
Hamid Ansari was designated to be the
keynote speaker at a lecture (Furthering
India’s Promise) on Thursday. Mr Ansari
has clarified that he was never asked to
be a speaker at the function and that he
has only received an invitation to the
lecture to be delivered by former
President Pranab Mukherjee. The error
isregretted.
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50 years of nationalisation

Status quo on banks will increase the burden on the exchequer

he Indira Gandhi government’s decision to nationalise 14 commercial

banks 50 years ago on this day is said to be the most significant eco-

nomic event after India’s independence. Though the decision was

given an economic rationale, the underlying reason was more polit-
ical. In 1980, the government took control of another six banks.

The idea of bank nationalisation, however, was not new. An internal com-
mittee of the All-India Congress Committee (AICC) recommended nationalising
banking and insurance in 1948, which was endorsed by the AICC later in the
year. After independence, the banking system had its problems and there
were issues related to the reach and flow of credit to important sectors. For
instance, the fragmentation was addressed through consolidation. The number
of banks was brought down from 566 in 1951 to 91 in 1967, which made the
sector more viable. Before nationalisation, the government tried addressing
some of the issues through “social control”. The idea was to attain a wider
spread of credit and increase the flow to priority sectors.

Although the issue of nationalisation kept surfacing from time to time,
rising economic difficulties in the 1960s and the need to retain control in the
party after some electoral setbacks prompted Indira Gandhi to nationalise
commercial banks. Bank nationalisation resulted in a significant increase in
bank deposits and financial savings, and the rising fiscal deficit made the
banking sector a captive source of financing. With continued political inter-
vention, profitability suffered. Over the years, this affected operations and a
large part of the population remained outside the banking net until the launch
of the Pradhan Mantri Jan Dhan Yojana in 2014.

Most public sector banks (PSBs) today are not in the desired position.
The government has pumped in over 2.5 trillion in the last few years — that
includes ¥70,000 crore in the current year— and it still may not be enough.
PSBs continue to struggle with a higher level of non-performing assets.

There are multiple issues that need attention. First, the government does
not have the fiscal space to continuously pump capital into PSBs. The idea of
using recapitalisation bonds has its limits as it is increasing the government’s
liability. Second, the role of technology in banking and finance is rising rapidly,
and PSBs with their weak balance sheets are not in the best position to adapt
and compete on this front. Naturally, the business will increasingly shift
towards private sector banks. Third, it would be hard to implement the required
reforms in PSBs in the present set-up. These banks, which account for 66 per
cent of outstanding credit and 65.7 per cent of deposits, need functional and
operational independence, which will always be difficult to attain with the
government being the majority shareholder. Therefore, it should actively con-
sider bringing down its shareholding in a systematic manner. It can perhaps
revisit the recommendation of the Narasimham Committee on banking sector
reforms in this context. Bringing down government equity to 33 per cent will
not only give banks more functional autonomy but will also enable them to
raise capital and compete in the market.

The 50th anniversary is a good opportunity to objectively review the per-
formance of PSBs and take corrective measures. Maintaining the status quo
will keep increasing the burden on the exchequer, impede financial interme-
diation and an efficient allocation of resources, and hamper growth.

Mr Jadhav’s reprieve

|0 ruling demands skilful diplomatic responses from India

he verdict of the International Court of Justice (ICJ) on Kulbhushan

Jadhav is a huge relief to India. Former External Affairs Minister

Sushma Swaraj is right in congratulating Prime Minister Narendra

Modi on his decisiveness in referring the case to the ICJ and praising
the defence put up by the legal team, led by Harish Salve, to win Mr Jadhav a
reprieve from the kangaroo-court style death sentence by a military court in
Pakistan. But the widespread euphoria over the ruling should not overshadow
the hard fact that the challenges for the Indian government in securing his
release have just begun. In that context, External Affairs Minister S Jaishankar’s
remarks in Parliament that Pakistan should immediately release Mr Jadhav
may sound too optimistic.

The 15:1ICJ ruling — the Pakistani judge being the only dissenter — con-
cerns violating Article 36 of the Vienna Convention on diplomatic relations,
under which Mr Jadhav should have been informed of his consular rights,
and consular officials have the right to visit him in prison, custody, or detention,
and to arrange for his legal representation. The Indian legal team’s principal
contention was that Pakistan denied Mr Jadhav 13 requests for consular access
between March 2016 (when he was arrested) and March 2017 (when his death
sentence was pronounced). It is important to note that in ordering Pakistan to
give Mr Jadhav consular access, the ICJ has not overturned the death penalty.
It has merely ordered a stay on it till the Pakistan government provides “by
the means of its own choosing, effective review and reconsideration of the
conviction and sentence of Jadhav, so as to ensure that full weight was given
to the effect of the violation of the rights set forth in Article 36 of the
Convention”. Nor did the ICJ accede to India’s demands for Mr Jadhav’s release
or trial by a civil court since that is outside its remit. That said, the ICJ ruling
has admittedly made it difficult for Pakistan to re-impose the death sentence
on Mr Jadhav.

If anything, the path to Mr Jadhav’s reprieve is more likely to lie in back-
channel diplomacy between New Delhi and Islamabad rather than in Pakistan’s
judicial system. To be sure, the details of the case are murky. The Pakistani
authorities claim that Mr Jadhav, a former naval officer, was an Indian spy
who had illegally entered Balochistan on a false passport. India contends that
Mr Jadhav was arrested by Pakistani security agencies from Iran, where he
was working after he retired. Between these contending positions is a gulf of
mistrust and opacity implicit in spy cases the world over. But encouraging
signs of an easing of India-Pakistan relations have emerged in the past few
weeks: The successful talks on the Kartarpur Corridor, the reopening of
Pakistan’s airspace, and the re-arrest of 26/11 mastermind and Jamat-ud-
Dawwah chief Hafiz Saeed. Having won the first round, Mr Modi’s government
must now display similar diplomatic nous in building on this thaw to bring
Mr Jadhav home.

ILLUSTRATION: BINAY SINHA

udget 2019 marks
a paradigm shift

It quells all doubts about the private sector being the dominant
agent for wealth creation inthe economy

Budget will in times to come be seen as marking

a paradigm shift in both the pace and nature of
economic activity. Her Budget speech included a
strong pro-private investment stance and an unequiv-
ocal admission of the critical role to be played by pri-
vate enterprise in the country’s march towards a $5
trillion economy. The Budget itself contains a number
of measures for spurring private
investment, with the government
playing a supportive role and dis-
playing a willingness to share risks
in order to make private invest-
ment more attractive and feasible.
Before detailing some of these
measures, I should point to two
pre-conditions for the success of a
private sector-led growth strategy,
implicit in the Budget. First, it is
critical that the bureaucracy whole
heartedly accepts this approach

Finance Minister Nirmala Sitharaman’s first
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the total public expenditure.

The second pre-condition is to successfully build
a trust-based relationship between the government
and all other stakeholders who have a role in acceler-
ating economic activity in the country. Such trust
existed during the period leading up to— and imme-
diately after— independence. It broke down during
the 1970s and ’80s in the face of strong government-
led promotion of public sector enter-
prise and the rampant licence inspec-
tor raj that converted the interaction
between the government and business
from a collaborative one to a patron-
client relationship. This has to change.
A trust-based relationship is an essen-
tial condition for India to expand its
share in global markets and, indeed,
even for the success of the Make in
India initiative.

The Budget explicitly recognises
that private investment-led growth

and pro-actively implements the
initiatives included in the Budget.
For example, it must ensure the
higher targets for dis-investment are actually
achieved; public-private partnership in the Railways
isactualised; and MSMEs have better access to formal
credit and are able to avail the 2 per cent interest rate
subvention announced in the Budget etc. This calls
for further improvement in governance and widely
establishing an incentive structure based on output-
outcome-based performance evaluation, for which a
strong start has been made in the Budget. Budget
documents include for the first time, a full-fledged
output-outcome performance evaluation framework
for all government schemes where allocations are
above 3500 crore, covering more than 90 per cent of

RAJIV KUMAR

requires the government to share some

of the risks associated with long-ges-

tation infrastructure projects. This can

be achieved by encouraging private investors for tak-

ing over brownfield public sector assets such as air-

ports, highways and even some gas pipelines and tele-

com sector infrastructure. This will help attract private

investment in infrastructure, which requires addi-

tional investment of 220 trillion (nearly $300 billion)

each year for the next five years to overcome the

infrastructure deficit that currently hobbles the coun-
try’s global competitiveness.

The Budget also announced that private invest-
ment will be invited in the sectors hitherto considered
as exclusively public sector monopoly such as the
railways and defence production. The Budget esti-
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mates that the railways requires nearly 50 trillion
over the next 10 years, to upgrade its infrastructure
and modernise its rolling stock. Such infrastructure
upgrades alone will allow the Indian Railways to recov-
erits share in freight and passenger movement, which
it has consistently lost over the past decades. The
Budget clearly postulates that such massive invest-
ment can be achieved only by encouraging public-
private partnership in modernising track infrastruc-
ture; manufacturing railway rolling stock and indeed
in the running of freight and passenger train services.
Increasing the share of domestically produced strate-
gicequipment will similarly also require an increased
role of the private sector.

Further, as part of its push to private enterprise,
the Budget announced that all firms with a turnover
of less than ¥400 crore (compared to 3250 crore so
far) will henceforth pay a corporate tax of only 25 per
cent. This measure will apply to 99.3 per cent of all
corporate entities in the country, leaving only 0.7 per
cent that will still pay the higher tax rate of 34 per
cent. Similarly, MSMESs, which are registered under
the Goods and Services Tax, have been given a 2 per
cent interest rate subvention for all fresh and incre-
mental loans. Shares issued by start-ups to both
Category I and Category II Alternative Investment
Funds have also been put beyond the scope of income
tax scrutiny. The issues relating to angel tax have
been addressed as well.

The government’s objective of expanding the
scope of private enterprise is visible in the higher
target of 1.05 trillion for disinvestment in fiscal
2019-20. At the same time, the government has
announced its preparedness to reduce its equity
stake below 51 per cent for successfully completing
the strategic disinvestment of particular central pub-
lic sector undertakings (CPSUs). The Budget reiter-
ated the government’s commitment for not only the
strategic privatisation of Air India but also other
CPSUs, which may benefit from strategic take-over
by the private sector.

Even for the NRIs, the Budget has announced an
easing of the KYC norms and permitted them to
invest in India through the foreign portfolio invest-
ment route, thereby reducing compliance require-
ments. Foreign direct investment (FDI) inflows are
sought to be further liberalised in sectors such as
single-brand retail, civil aviation, media and insur-
ance, while 100 per cent FDI for insurance interme-
diaries was explicitly allowed.

The Budget thus provides the clearest statement
of the government’s intention of accelerating eco-
nomic growth, based principally on private invest-
ment and enterprise. There cannot be any lingering
doubt on the government’s recognition of private
enterprise as the dominant agent for value and wealth
creation in the economy. The government will, of
course, continue to play its role in improving both
the social and physical infrastructure and take steps
for ensuring sustainability and inclusion. This is in
line with experience from across the world that the
success of a private sector-led accelerated growth
strategy is contingent on ensuring greater inclusion
of those at the bottom of the pyramid and innova-
tively addressing any trade-off between growth and
environment protection.

Thewriter is vice chairman NITI Aayog.
Views are personal

Protecting India’s river basins

become endemic in India. Despite decades of effort

t resolving them, no solution appears in sight. At

the same time, more and more sites for the spiritually

significant holy dips have either dried up or been

reduced to garbage dumps. This sorry state of India’s

most haloed rivers is a matter of grave national shame.

It is also a symptom of precisely where we have gone
wrong in our approach to water management.

At the root of it is the way we have ignored the
basics of water science. As children, we all learnt of
the water cycle in school. But policy-makers in India
have forgotten this lesson. They
have overlooked the integral inter-
connectedness between the health
of catchment areas and the rivers
they feed. The healthier their catch-
ments, the better will be the state of
rivers. The unique medicinal prop-
erties of the Ganga can only be pre-
served if we protect the pristine
Himalayan catchments from where
it originates.

This is why the residents of New
York pay those in the city’s water-
sheds for the eco-system services
they provide by protecting catch-

I:lter-state conflicts over sharing of river waters have

OR PERISH
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larger eco-system. Not seeing these inter-connections
and not building them into our development plans
can lead to a serious aggravation of the water problem.
A 2018 study of 55 catchment areas, published in the
prestigious international journal Scientific Reports,
shows that there has been a decline in the annual run-
off generated by India’s major river basins, including
Baitarni, Brahmani, Godavari, Krishna, Mahi,
Narmada, Sabarmati and Tapi, and thisisnotduetoa
fall in rainfall but because of economic activities
destructive of their catchment areas. The fear is that if
this trend continues, most of these rivers will almost
completely dry up.

So how do we reconcile the
imperative of economic develop-
ment with its negative impacts on
water availability and river flows? By
adopting a completely different
approach to development, one where
we weave our interventions into the
contours of nature, rather than trying
to dominate it. Most of India gets its
annual rain within intense spells in
ashort period of 40-50 days. We need
to reduce the speed of rain water as
it rushes over the ground by carefully
regenerating the health of catchment

ment areas, keeping the river basin
healthy and green. This is what
ensures clean water supply to the
city. Such examples have multiplied all over the
world, including in China, Brazil, Mexico, Costa Rica
and Ethiopia. But if we encroach upon, damage,
block or pollute the channels through which water
flows into rivers, naturally river flows suffer in quan-
tity and quality. The natural morphology of rivers
has taken hundreds of thousands years to develop.
Large structural changes to river channels can lead
to unforeseen and dangerous hydrological, social
and ecological consequences. For example, it has
been estimated that in the United Kingdom soil ero-
sion has caused a loss to fisheries of as much as 5
million pounds.

My organisation, Samaj Pragati Sahayog, has imple-
mented watershed programmes in central tribal India
for the last 30 years. This has taught us the need to
view the economy as inextricably interlinked with the

MIHIR SHAH

areas, treating each part in a loca-
tion-specific manner, as per varia-
tions in slope, soil, rock and vegeta-
tion. Such watershed management helps recharge
groundwater and increase flows into ponds, dams
and rivers downstream. And helps us score multiple
win-wins: Reduce soil erosion, regenerate forests,
raise water tables, rejuvenate rivers, create employ-
ment, raise farmer incomes, reduce indebtedness,
and gradually eliminate bonded labour and distress
migration. The most important success factor is
building capacities among the local people so that
they can take charge of the watershed programme
from planning, design, and implementation, right
up to social audit. We must recast MGNREGA on a
watershed basis and use its enormous resources for
watershed and river rejuvenation, as also for the
restoration of traditional water harvesting systems
that still exist in so many parts of India, even if in a
state of decay and disrepair.

This regenerative work must be integrated with
groundwater-related demand management initiatives,
outlined in the previous article in this column. It is
groundwater base-flows that keep rivers flowing after
the monsoon. So river catchments and aquifers must
be always managed together within a river basin pro-
tection programme. And for this, the structure of crop
incentives has to change so that farmers can shift to
less water-intensive choices (as explained in the first
article). Urban planners also need to understand that
if destructive land use and land encroachment con-
tinue in catchment areas, the sustainability and quality
of their water sources will be negatively impacted.
They should, therefore, like New York, aim to leverage
this link to solve their own water problems. They must
also recognise that the increased frequency of urban
flooding in recent years has much to do with our
encroaching upon traditional lakes and destroying the
natural channels through which excess water flows
into the river or the sea. Again, those responsible for
cultural events like the Kumbh Mela must protect the
catchments of holy rivers. Otherwise, we will continue
to repeat the bizarre spectacle of artificially filling up
the holy kunds with water drawn from completely
external sources!

Fundamentally, what all of this demands, is bot-
tom-up participatory management in every river
basin in India. The only solution to the Kaveri conflict,
for example, is for stakeholders on either side to come
together in a joint exercise to restore the health of
their shared river basin, through both catchment
area treatment and gradually reducing area under
water-intensive crops. Each river basin is a shared
resource, whose health will determine the future of
people throughout the basin and beyond. Any cava-
lier short-termism by any state, based on the desire
to grab as much water as possible, will be against the
enlightened self-interest even of those attempting
something so thoughtless.

If our river basins survive, we also will. Otherwise,
like many great river valley civilisations of the past,
we too will perish!

Thewriter is co-founder Samaj Pragati Sahayog, workingfor
the last 30yearsin tribal heartlands of central India on water
and livelihood security.Every fortnight, he outlines multiple
dimensions of long overdue reforms in the water sector

Small bites of history

~

BOOK REVIEW

UTTARAN DAS GUPTA

“An Essay for Our Times”, young his-

torian Manu S Pillai quotes a wide
range of freedom fighters and intellec-
tuals of pre-Independence India and the
debates on nationalism, and arrives at
the following conclusion: “Whether or
not India’s diversity was an asset or a
dangerous weakness depended on which
of these visions was allowed to prevail

In this book’s afterword, simply titled

and gain moral influence over the vast
majority of the country’s people.” He
warns that any attempt to “reengineer”
the unity-in-diversity narrative, which
has been official policy since
Independence, is likely to result in sig-
nificant challenges and even disaster.
This conclusion is not plucked out of
thin air; to arrive at the final essay in the
book, a conscientious reader has to go
through 60 essay, neatly divided into two
unequal parts — “Before the Raj” (25
essays) and “Stories from the Raj” (35
essays). Those who have followed Mr
Pillai’s career since the publication of his
extraordinary debut The Ivory Throne
(2015), which I reviewed for this newspa-
per, might have read these essays earlier
when they first appeared in his weekly
column, ‘Medium Rare’ in Mint Lounge.

Transforming one’s columns into a book
might not be the best idea, because,
devoid of their immediate contemporary
context, the writing can seem dull. Mr
Pillai’s book, however, does not suffer
from this, primarily because each essay
is a nugget of well-written history, easily
absorbable.

Both parts of the book have some
extraordinary stories and characters. For
instance, the Italian Brahmin of the title
Roberto de Nobili, who set sail from
Naples in 1604 and arrived at Madurai
two years later. He soon realised that to
spread Christianity in India, he would
have to convert the upper caste Hindus,
who till then rejected European mission-
aries as unclean, as they ate beef and
kept no caste distinctions. Nobili decided
very soon, “I will become a Hindu to save

the Hindus” and embarked on a social
experiment, learning Tamil and Telugu
and taking on all aspects of a Brahminical
life. Most of us will baulk at his casteism,
but it is hard not to admire his unortho-
dox strategy.

A few pages later, you will come across
the extraordinary story of “A
Muslim Deity in a Hindu

Nachiyar (literally, “Tughlaq
Princess’ or
Princess’), who is said to have
fallen in love with a Hindu
god.” According to the temple
chronicles, armies of the
Tughlaq sultan in Delhi raid a Vaishnava
temple in south India and took back the
deity. The temple authorities follow the
marauder to Delhi and convince the sultan
to return it.

unaware

Mr Pillai's book —
Temple”. The story datesback well-researched

to the “fourteenth centuryand and accessible —
features a Muslim woman doesayeoman's
revered to thisday as Tulukka work in uncovering
nuggets of history of
‘Turkish which a general
reader would have
usually been

The story is not without a twist: While
the deity was in the sultan’s palace, his
daughter fell in love with it. When the god
returns to his temple, he commands his
followers to recognise his Muslim consort.
Now, she is commemorated in Srirangam
as a painting on the temple wall. The con-
clusion Mr Pillai arrives at:
“It tells us once again that
while there were moments
of tension between India’s
principal faiths, legend and
myth allowed them to see
eye to eye and engage on a
fresh ground, even while
competing in the realm of
ideas — a lesson we would
be wise to remember in our
own contentious times,
when revenge is sought from people long
dead and gone, and violence justified in
the name of so many gods.”

A couple of months back, a historian
friend wondered why there was suddenly

such a proliferation of popular history
— biographies of all the major Mughals
have been published already. Now, the
rulers of the Delhi Sultanate before them
are getting a fresh lease of life, along with
Bhakti saints such as Guru Nanak and
Kabir. Popular narratives of the growth
of cities such as Delhi, Lucknow or
Lahore have also been published and his-
torical fiction consistently tops the best-
seller lists. Perhaps a reason for the
renewed interest in history is the recent
contests over it. Mr Pillai’s book — well-
researched and accessible — does a yeo-
man’s work in uncovering nuggets of his-
tory of which a general reader would
have usually been unaware.

THE COURTESAN, THE MAHATMA
& THE ITALIAN BRAHMIN
Manu S Pillai

Context
Pages: 384: ¥599 (hardback)
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More clarity on financial
creditors, at long last

It is unfortunate it took so long to clarify something as
basic as the rights of financial creditors; up to courts now

HE GOVERNMENT HAS done extremely well to come up with amend-
ments to the IBC (Insolvency and Bankruptcy Code) in quick time. The
changes are a response to the NCLAT which ruled, in the Essar Steel case,
that the Committee of Creditors (CoC) doesn’t have the last word when it
comes to distributing the recoveries between themselves and operational creditors.
It pruned the financial creditors’ share of the recoveries to 60% from 90%. The key
change ratified by the Cabinet will give the CoC the final say on how the spoilswould
be shared after the resolution of a stressed asset; the CoCwill keep in mind commer-
cial considerations while weighing in on the quantum of funds to be given to opera-
tional creditors. Moreover, if the CoCbelieves a company cannotberevived,it can opt
forliquidation immediately rather than wait out the entire resolution process.

Operational creditorswill,at theveryleast,getanamountbased on theliquidation
value. This time around, the government must ensure the necessary safeguards are
built in and that there is no room whatsoever for any ambiguity. This newspaper has
argued, financial creditors must get top billing when it comes to sharing the recover-
ies, else the sanctity of secured debt would be seriously eroded. This is not to say the
operational creditors should be done out of a fair share,but they can,by no means, get
anequal share.Already,equatinghomebuyerswith financial creditorsislikely toresult
in disagreements on various issues, thwarting the resolution process altogether.

Also, the recent NCLT decision to allow provident funds to recover their dues from
IL&FSahead of othersviolates the IBC.Itis true the moneybelongs to small savers,but
that cannot be a reason to dislodge secured lenders from their top position. Rulings
cannotbe coloured bysocialist thinking, thesearebusinessand commercial decisions.
Afterall, it can be argued, the health and strength of banks is crucial for the economy
which, in turn, is important for the common man. Indeed, how badly the large loan
losses of lenders haveimpacted credit flow these last fewyears is nowwell documented.
If secured lenders are not sure of their ability to recover their dues, despite having the
necessary collateral, they will be compelled to price loans irrationally by building in
huge risk premia. That will make loans expensive and out of reach of borrowers large
and small; indeed, businesses will become unviable. The world over, secured creditors
rankahead of unsecured creditors in the repayment hierarchy.

Hopefully,the Supreme Courtwillbuyinto the clarification on the status of lenders
offered by the government and not insist the changes become law before they are
applied. Should the apex court not rule in favour of the banks, when hearings in the
Essar Steel case kick off early next week, it would be a big blow to the lenders—not just
totheirfinancesbutalso to their stature. Legal experts have pointed out the court can
take cognisance of the clarifications and allow the financial creditors the bigger share
of the recoveries,acknowledging the intent of the legislature. NCLAT’s interpretation
of thelawhasbeen somewhat socialistand whatever the compulsions of adeveloping
economy, thisviewmust not prevail. Else, it will deal a bigblowto commerce and indus-
try.The courts have been slowin disposing of cases which iswhy the 330-day deadline
for closure of the process, inclusive of litigation, isa necessaryrule.

Neutering dengue

India to include bacteria in its anti-dengue arsenal

NDIA HAS WOKEN up late to Wolbachia as a part of its anti-dengue/chikun-

gunyaarsenal,butthe fact that the countryis movingin the direction—theIndian

Council of Medical Research (ICMR) is getting ready to conduct field testing of

Wolbachia-infected mosquitoes—is itself quite promising. Wolbachia is a bacte-
riathatisan obligate intercellular organisms of arthropods (the phylum in theanimal
kingdom to which insects, including mosquitoes, belong) that can help destabilise
mosquito populations. Given Aedes aegypti—the main vector for dengue, and with
Aedes albopictus,for chikungunya—is one of the few species of mosquitoes thatare not
naturallyinfected by Wolbachia,research in recentyears hasfocused onintroducing the
bacteria tothe mosquitoina mannerthat helpsachieve areduction of thevector pop-
ulation. It works on multiple fronts—inside the mosquito gut, the bacteria interferes
inviralreplication by shortening hostlife-span in Aedes sp.,ensuring theviralload gets
limited; italso causes cytoplasmicincompatibilityin an unidirectional orbidirectional
manner,i.e.,if an Wolbachia-infected male Aedes mosquito mateswith a female mos-
quito carrying a different strain of Wolbachia or is uninfected, then the resulting eggs
will not be viable, that is, they will produce no offsprings. The Vector Control research
Centre at Puducherry has developed a Wolbachia-infected variant for India in collab-
oration with Monash University in the US.

Wolbachia has been demonstrated, in laboratory conditions, to be effective in
malaria control also since the bacteria competes with malarial parasite in the gut of
the Anopheles mosquito for nutrients, prohibiting the parasite from developing to
a stage where it can cause malaria in humans once transmitted. Considering Wol-
bachia research has thrown up promising findings for at least a decade and a half
now, it took India considerablylong towake up to its potential. Brazil, which was hit
by a Zika epidemic a few years back, ran Wolbachia-mediated mosquito control
tests—approved by its regulator, CTNBio—as farbackas 2014,with a reported 90%
fallinlocal wild Aedes population. Wolbachia tests are on in Colombia and Indone-
siaaswell while the American state of Florida also sanctioned this. Given how India
sawthe highest number of dengue casesin 2017 and some 9.6 million malaria cases,
with over 16,000 malarial deaths, going forward with Wolbachia-mediated vector
control seems a great step forward, especially since a cure or vaccine for either dis-
ease is yet to be formally announced. This becomes all the more important in light
of the fact that climate change effects will cause a surge in the populations of both
tropical vectors and their associated pathogens. India should also perhaps look at
other vector control solutions like Oxitec’s transgenic male mosquitoes—because
of the modification, offsprings from a mating of transgenic male (males are non-
biting) and awild female are unable to survive beyond the larval stage.

JUStVERDICT

The favourable verdict at IC] gives India a strong hand
in the face-off with Pak over Kulbhushan Jadhav

HE INTERNATIONAL COURT of Justice (IC]) gave India much reason to

cheer on Wednesday—hearing India’s appeal against Pakistan’s impris-

onment of Commander Kulbhushan Jadhav, the IC] stayed Jadhav’s exe-

cution in a 15:1 ruling. It declared that the conditions of his detention
were in violation of the Vienna Convention,and ordered Pakistan to hold an effec-
tive review and reconsideration of Jadhav’s conviction, and allow him consular
access. Not only does this signal a significant diplomatic win for India and a
resounding triumph forjustice but also createsideal conditions for reopening chan-
nels of dialogue between India and Pakistan.

The IC]-mandated provision of consular access to Jadhav means that diplomatic
negotiation between the two countries will begin anew, and, given Pakistan’s recent
reopeningof itsairspace to Indian aircraftand Pakistani PM Imran Khan’s stated inter-
est in establishing friendly ties with India, this ruling could not have come at a better
time. Even though Pakistan claims the IC] verdict is one in its favour—to the extent
that its contention of the military court that tried Jadhav was itself illegal—former
finance minister, quoting sections from the ICJ judgement, says that this is patently
falseand that the judgement doesn’t pronounce on thelegality of the military courts,
but strongly hints that an effective review of Jadhav’s conviction will mean that the
trial by the military court stands invalidated. Now, Pakistan may or may not choose to
implement the IC] verdict. But, Pakistan can’t be sure of its ally China’s help now, if the
matter reaches the UN Security Council, that is mandated toact if an IC] verdict is not
executed,sincea Chinesejudgewas part of the 15 that upheld India’s stand.So, the IC]
verdict may not compel the two neighbours, foreverlocked in acrimony, to talk peace,
but given the relative economic positions of two countries and their global political
standing diplomatic channels should be be revived.

» Upinion

AST MONTH, A friend

pointed out that the Silicon

Valley now hosts more than

15,000 top-end engineers

from IITs.What thismeansis
we are still exporting our top talent (raw
material) and buying back innovations
(Google, Facebook,Amazon). Such is the
power of the innovation engine built
overthelast 70yearsin the Silicon Valley
that it is the dominant source of tech
innovation for the entire world. China
learnt theinnovation engine model that
the Silicon Valley had pioneered; today,
its economy is 5x that of India and has
already surpassed that of the US in pur-
chasing power parity. China is poised to
get $8trillion gains out of the massive Al
wave that is slated to deliver $16 trillion
of neweconomicvalue (as perAccenture
Research). Howdid theymanagetorecre-
ate the Silicon Valley magic?

China did three things right that
yielded strong results:

1. Creating a risk-taking capital
pool: As of December 2018, the Chi-
nese government claimed it has accu-
mulated $1.8 trillion in state money
across thousands of venture capital
fundsin ordertoachieveits goal of tech
dominance by 2025 (Made in China
initiative). Some of the companies that
came out of that experiment are Didi
Chuxing ($56 billion), SenseTime ($4.5
billion) and ByteDance ($75 billion).

2.Infrastructureinvestments: China
undertook massive infrastructure
investments to drive rapid job growth.
Therisein service economyin both dig-
ital and physical economy led to quick
job and economic output creation,
allowing quick and more distributed
economic growth.

3.‘Idea to impact’ network creation:
Chinainvested close to $5 billion in cre-
atingamassive‘idea toimpact network,
where universities, research parks and
companies worked in tandem to create
next-generation Al tech. The Chinese
government  hand-picked  top
researchers in Al, offering them reloca-
tion and free housing benefits, besides
hefty research grants. Today, Tsinghua
University is ranked sixth in the
SCImago Institutions Rankings. Chi-
nese deep learning research papers sur-
passed that of US researchers in 2014,
anditisahead of the USin publishing AI
research papers, filing Al patentsand in
the number of leading AI companies
created. It is well on its way to its goal of
becoming the sole Al superpower by
2030.Thiswill allow it to dominate not
only technologically,but also geopoliti-
cally.Whileits social rating systems and

GROWTH FORMULA

INDIA MUST TAKE A CUE FROM SILICON VALLEY'S INNOVATION LEADERSHIP, AND CHINA
SUCCESSFULLY EMULATING THIS, IF IT IS TO BECOME A $5 TRILLION ECONOMY

An Al innovation engine
for New India

& UMAKANT SONI

Pai is chairman, Aarin Capital & Soni is
co-founder, Al Foundry
Views are personal,

Al-powered surveillance systems are
justifiably controversialinademocratic
setup, thereis nodenying thatitislead-
ing the Al pack globally.

While the newIndian governmentis
undertaking biginvestmentsininfrato
unlock jobs in the short run, we need to
learn from China and augment it with
three major steps tokick-start ourinno-
vation engine.These can propel it tonot
onlya $5 trillion economybutalsoa $10
trillion economy by 2030, by creating
long-termvalue in and for India.

1.Createalarge domesticrisk capital
pool to attract ideas and talent globally:
To generate additional $2.5 trillion
assuming capital multiplier of 10, India
would need $250 billion in high-return
tech investments. Today, LIC is a $400
billion giant,and if it allocates 5% of the
asset base ($20 billion, or ¥1,30,000
crore) towards investingin high-end tech
like AL it will be a game changer.We can
truly engage with 6 billion people glob-
ally with this innovation engine, as Al
built for India will work everywhere,
given the datadiversityinIndia.Inaddi-
tion, capital flow,rolling outanattractive
start-upvisa programmewillallowus to
attract the bestand brightest.

2.‘Ideatoimpact’ecosystem funded
with CSR: While Israel and Canada
focused on ‘idea to impact’ ecosystem
to kick-start innovation, we can do the
same for creating deep tech companies
out of India. Today, CSR money (2.5% of

‘Idea to Impact’ innovation engine
Research park

" Public T

Universities

the profit) goes to NGOs,whichwork on
alleviating the effect, not the cause. If
we can divert some of that towards cre-
ating CSR-grant-driven ‘idea toimpact’
ecosystem for Indian problems,we can
fund the creation of:

(a) Strong universities focused on
research and not just teaching—this
means infusing universities with
research-driven faculty;

(b) Research translation parks that
take validated research and convert it
into prototypes.Examplesinclude Stan-
ford Research Park (grew the core tech-
nologybehind SIRIT)and MILA (Canada);

(c) Foundry or venture studios that
create deep tech companies carry high
risk and need high upfront capital, in
addition tohigh-end talent.Itisdifficult
toinitiateand fund these companies out
of angel investments in a ‘lean model’.
Globally,smart VCs are increasingly cre-
ating foundry-like structures—Play-
ground Global started by the android cre-
ator Andy Rubin, Tandem Research
(Canada), Sinnovation Labs (China)—to
kick-start such conversion of deep tech-
nology intoleading product companies.

(d) Government-owned fund for
start-ups: Not many many have heard
aboutIn-Q-Tel,aninterestinglynamed
evergreen fund (with naming conven-
tion from Bond films) funded by the
CIA. For every dollar invested by In-Q-
Tel, companies receive §9 investment
by other investors. While India has
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Essar ruling hurts India’s debt market

Many twists and turns taken in the Essar
bankruptcy has led to India attracting foreign
distressed-debt specialists to help clean up its

$200 billion-plus of bad loans

INDIA'S INSOLVENCY TRIBUNAL has
made a dangerous decision. Unless its
judgment is quashed, credit costs for
India Inc will surge, shares of state-run
banks will swoon and foreign investors
will flee.

The case concerns the country’s most
high-profile bankruptcy, Essar Steel
India Ltd Insolvency, judges recently
ruled that creditors whose claims are
backed by collateral won’t get preferen-
tial treatmentin the Sé6 billion sale of the
company’s plant to ArcelorMittal.
Secured creditors will stand in line with
unsecured creditors.

This isn’t how it works anywhere in the
world, and for good reason. In loans
backed by collateral, the lender expects
to be paid first out of bankruptcy pro-
ceeds. That’s why they accept a lower
interestratethan unsecured creditorsin
the first place. For unsecured lenders to
receive any of their money back, there
mustbe somethingleft overafterpaying
the secured creditors.

Ofthe manytwistsand turnstakeninthe
Essar bankruptcy, this is the most dam-
aging. India has been attracting foreign
distressed-debt specialists to help clean
upits $200billion-plus of bad loans.The
ruling, if it survives, may kill that trend.
Under an agreement with the Essar
creditors’ committee, ArcelorMittal’s
offer would have made secured finan-
cial lenders more than 90% whole.
While that’s a good recovery rate, it is
less than 100%, meaning unsecured
operational lenders should have had to

go empty-handed. In the insolvency
judges’view, though, the committee
has no role to play in distributing the
sale proceeds. While collateral gives
seniority in a liquidation, everyone’s
equal inabankruptcyresolution.Orso
the judgment says. As a result, finan-
cial creditors will see their take shrivel
to 60.7% of claims, while that of the
operational creditors will swell to the
same level.

Those who can expect a bigger share
include Standard Chartered Plc, which
was complaining about being offered
less than 2% of its claim after lending
to an Essar Steel subsidiary. Energy
companies,power utilities,and even the
state tax officerwill have the samerank.
All operational creditors, who were
going to get nothing, will be on a par
with State Bank of India and other
financial creditors.

Consider the implications for future
Indian deals.If a secured creditor sells to
a distressed-debt specialist, the investor
will have overpaid thinking its claim
would get settled first and that it would
make, say, 40 cents on a 20-cent invest-
ment.Thatwon’thappenif thebountyis
tobe shared much morewidely, restrict-
ing the payout to,say, 10 cents.

State Bank of India,whichwas expecting
full recoveryofits ¥110 billion ($1.6 bil-
lion) debt just a few months ago, has
approached India’s Supreme Court to
overturn the ruling. Hong Kong-based
investor SC Lowyalsowants toappeal the
decision. If the verdict isn’t quashed,

MUKHERJEE

Bloomberg

credit costswill skyrocketatatimewhen
Indian real-estate developers can’t even
borrowat 20%.
Borrowerswillbewillingto pledge assets,
butwhich creditorwill beable to putany
value on them? Banks will steer most
bankruptcies toward liquidation, lead-
ing tounnecessaryjoblosses and higher
loan-loss provisions in a capital-starved
financial system. Global distressed-debt
investorshavebeen placing smallbetsin
India, often by standing behind asset
reconstruction firms. Now they’ll be
unable to price the Indian opportunity.
The Essar saga has already gone on for
more than 600 days, when the original
legal limit was 270 days. Since the bil-
lionaire Ruia family that founded Essar
didn’t want to cede its crown jewel to
ArcelorMittal, an intense legal skirmish
was unavoidable. But if India’s 2016
bankruptcylawends up making matters
worse, then the signature reform of
Prime Minister Narendra Modineedsan
urgent overhaul.
The Modi government, now in its sec-
ond five-year term, is so desperate to
ease the country’s financing crunch
that it’s even willing to sell sovereign
dollar debt,something India has always
avoided. To seek capital from risk-
averse pension fundswhile simultane-
ously repelling risk-loving private
equityand vulture fundsisan unfortu-
nate distortion of priorities.
This column does not necessarily reflect
the opinion of the editorial board or
Bloomberg LPand its owners

(2 TARGETING THE 'SQUAD’

President of USA, Donald Trump

These left-wing ideologues see our nation as a force
of evil. They want to demolish our constitution,
weaken our military (and) eliminate the values that
built this magnificent county

taken the welcome step of funding
start-ups through two FoF (Fund of
Funds), this stepwould allow funding of
companies forvital areas in defence and
nationally important technologies like
AL An interesting source of such funds
can be the close to $10 billion of offset
amount due from foreign companies
via defence procurement.

(e) State-owned debt fund for Al and
hardware companies and tax incentive:
Al and robotics companies that have
large hardware componentsare globally
encouraged with low interest rates by
state-owned debt fundsandaccesstotax
incentive policies. The IT sector grew to
beamassivevalue-creation enginewith
the STPI model that created tax-free
zones.We need a similarvalue structure
for growing these companies in India.

3.Easier norms for listing deep tech
companies: The Toronto Stock Exchange
allows for listing deep tech companies
withjust $5 million in revenue or invest-
ment. Deep-end tech companies take
time to get torevenue,but once theydo,
they can quickly overtake well-
entrenched legacy companies. We are
seeing thesekinds of Al-first companies
in Chinaand the US.SenseTime tookjust
fouryearstohit $4.5 billioninvaluation.
Such rapid value creation should be
accessible for public markets as well,
which will also allow for these compa-
nies to tap into a different kind of capi-
tal pool for quick growth.

India has a large number of start-
ups and the entrepreneurial potential
to be a major player globally, but it
needs a strong innovation engine to
build deep companies of substance.
The Al age is going to see really large
companies,of the order of $10-trillion-
plus valuation. We can be the hub
building AI for the whole world if we
take the above steps.

Not many know that, in the 1600s,
when the Taj Mahal was created, India
used to contribute 26% of global GDP.
It is possible again to reach there. We
need a massive effort and willingness
to create the required innovation
engine from this forward-thinking
government; shortcuts won’t do. If
China candoit,whynot India? Imagine
if we can attract back not only our
trained 15,000 IIT graduates but also
the best in the world to come here and
solve our problems—that would then
trulybe a NewIndia, therightful legacy
for Modi 2.0. Otherwise, the risk of
India becoming a massive ‘data farm’
for the whole world, where we export
cheap data and import expensive Al
solutions, is very much a possibility.

LETTERS TO

THE EDITOR

SC’s Karnataka error

The Supreme Court's interim order
that dissident MLAs cannot be
compelled to attend the Karnataka
Assembly session convened for the
sole purpose of floor test goes to
defeat the very object of the anti-
defection law. Obviously, the
exemption to ‘rebel' MLAs from
participating in the session gives
BJP an undue numerical advantage
in the House. Law means law and it
must be applicable to one and all.
Differential treatment based on the
political decisions made by an
individual goes against the
principle of equality before the law.
The judiciary cannot let itself be
seen to aid in the process of
dislodging a government and
installing another government. By
granting the dissident lawmakers
the freedom to attend or not to
attend the session, the apex court
has 'fettered' the Speaker and
rendered him powerless to deal
with the legislators playing truant.
In a way, the blanket protection to
the 'rebel' MLAs legitimises their
turning against the government run
by their parties. Individual elected
representatives cannot be put
above the parties they represent in
this manner. Characteristically the
BJP sees the verdict as a 'moral
victory' for the 'rebel' MLAs.
Inscrutably, the country's top court
has found nothing wrong in the
tactical resignations of the
turncoats holed up in a Mumbai
hotel, though they are tantamount
to disguised defection.

— G David Milton, Maruthancode
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SHEEL

The author is RBI Chair
Professor, ICRIER

HE UNION BUDGET is the
annual financial statement
of receipts and expenditure
of the central government.
The numbers for the year
gonebyare for the information of Parlia-
ment. And estimates made for the year
ahead are for its approval. This should
ordinarily be a boring exercise, of little
interest to anybody besides subject
experts and economists,and market par-
ticipants looking to the deficits numbers

Budget
numbers

Finance minister Nirmala Sitharaman’s Budget
speech did not evaluate the extant overall
macroeconomic environment, but the Budget
numbers only confirm data from other sources that
economic growth has slowed down

that can move financial markets. The
Indian Budget has, however, attracted
widerinterest on account of the outsized
public sector, wide fluctuations in tax
rates from year to year that affect both
the middle class and the corporates,and
the practice of announcing policyintent,
which, strictly speaking,is not part of the
budgeting exercise.

The Budget numbers, nevertheless,
throw light on the priorities of the gov-
ernment, and also on the state of the

ILLUSTRATION: ROHNIT PHORE

wider macroeconomy, since fiscal policy
is one of the two well-established policy
tools for stabilising the economy. Growth
below trend tends to worsen the fiscal
deficit on account of, first, revenue com-
pressionarising out of lower growth,and
second, expenditure growth arising from
the need to stimulate the economy by
substituting for the decline

takenat317,73,811 crore,in lieu of the
Budget figure of ¥19,62,761 crore.The
calculations below use the CSO’s Press
Note of 31.5.2019, and the CGA’s rev-
enue estimates for 2018-19 contained
in the Economic Survey 2018-19 as the
base, for the calculations that follow, as
these approximate closer to reality. The
revenue projection for 2019-20
assumes a growth rate of 13.48% over
2018-19, the same rate as projected in
the Budget. The forward-looking GDP
estimate used for 2019-20 is what is in
the Budget document.

In addition, ten outstanding features
stand out from the Budget document.

D One,thereisacontinuing decline in
the outlays on health and education (soft
infrastructure), both in relation to the
overall expenditure (from 6.2% t0 5.7%),
as well as in proportion to the national
income (from 0.8% to 0.7%).

D Two, the outlays on hard infrastruc-
ture—comprising of information tech-
nology (IT), telecommunications, trans-
port and urban development—have
increased marginally from 0.9% of GDP
and 7.9% of total expenditure,to 1% and
8.2%, respectively.

D Three, the outlay on agriculture has
more than doubled from 0.3% of GDP,
and 2.5% of total expenditure, to 0.7%
and 5.4%, respectively, mostly for the
Pradhan Mantri Kisan Samman Nidhi
Yojana (PM-KISAN). During this period,
the outlay on rural development, how-
ever, declined from 0.8% of GDP and
6.3% of total expenditure, to 0.7% and
5.1%, respectively.

D Four, the transfer of funds to the
states for centrally-sponsored schemes
has declined from 13.3% of the Centre’s
budgetaryexpenditure to 11.9%.0nthe
other hand, the Centre’s own outlay
under central sector schemes has risen
from 27.4% to 31.3%.

D Five, the outlay on major subsidies
comprising food, fertilisers and petro-
leum hasincreased from 1.1% of GDPto
1.5%, and from 8.9% of total expendi-
ture to 10.8%. The increase is mostly on
account of food subsidy.

D Six, capital expenditure, including
grants-in-aid by the Union government
for creation of capital assets, has
remained constant at 2.6% of GDP. It,

however, declined from

in private demand and S ) 1.200o0ftotalexpenditure

crowding in private invest-

ment. In addition, govern-  The fiscal deficit for
2018-19 works out
to 3.3% of GDP, as
against 3.4% in the
Budget document,
on account of the
lower GDP base in
the Budget
document

ments tend to window
dress the numbers, leaving
it to the subject experts to
go beyond the colourful
window display to the
shelves inside.

So, what do the num-
bers over the two-year
period between 2017-18
(actual) and the forward-
looking Budget proposals
for 2019-20 reveal?

To beginwith, corrections in two crit-
ical macro-aggregates contained in the
Budget document are warranted.

First,while the government’s Econ-
omy Survey of 2018-19 has taken the
GDPestimates from the CSO’s Press Note
of 31.5.2019,the Budget document has,
however,worked with an earlier estimate
of GDP at current prices for 2018-19
(31,88,40,731 crore), instead of the
CSO’s latest provisional estimate of
31,90,10,164 crore.

Second, the Budget has worked with
the higherrevised revenue estimates for
2018-19 contained in the Interim Bud-
getfor 2019-20 presented in Parliament
prior to the general elections,and not the
latestand more accurate,butlower, pro-
visional actuals of the Controller General
of Accounts (CGA), contained in the Eco-
nomic Survey.Although the past practice
has been to use the Interim Budget fig-
ures, thistime around CGA’s figures were
available.The differenceis non-trivial,as
the Budget figure has overestimated rev-
enues by1,66,512 crore.Such a short-
fall in revenue collection is indicative of
a weakening economy. Consequently,

' the revenue projected for 2019-20 is

N EFFICIENT AND robust
banking system is a sine qua
nonfor growthand equitable
distribution of financial
resources of the economy.
Beginning with the nationalisation of
banks in 1969, the banking sector con-
tributed significantly towards the well-
being of the society and in reducing
poverty.Inthatera, 20 banks were nation-
alised in two phases—14 banksonJuly 19,
1969, and six more banks in April 1980
under the Banking Companies (Acquisi-
tion and Transfer of Undertakings) Act
1970/1980, thus bringing 91% of the
banking system under government con-
trol. The reason for nationalisation was to
ensure equitable flow of credit to every
sector of the economy to avoid lopsided
growth. Historically, private banks had a
tendency to lend only to large industries
and business houses, depriving credit to
those at the bottom of the pyramid.
Transformation of banking system:
These 27 banks—20 nationalised banks,
and SBIanditsassociate banks—formed a
strong force of public sector banks (PSBs),
disseminating banking services to the
common man. Mobilising deposits and
dispensing creditin ruraland semi-urban
centres in the short termis not cost-effec-
tive and hence the private regime was
averse to it. But RBI, the government and
PSBs worked together to take banking to
the masses. The shift has been from ‘class
banking’to ‘mass banking’.The journey of
expansion of banking that began mod-
estlyafternationalisation picked up speed

The spirit is still relevant

Despite triumphs and tribulations, the move to nationalise
banks aided by banking sector reforms contributed
towards robust banking outreach

The author is director, National Institute of Banking Studies and

RAO

Corporate Management, Noida. Views are personal l

and efficiency.The commitment to spread
banking began with the introduction of
the Lead Bank Scheme (LBS) in 1969, and
the State Level Bankers’ Committee
(SLBC),district credit plans, priority sector
lending (PSL) norms in 1974, branch
expansion policy and the formation of
Regional Rural Banksin 1975.These tools
speeded up the outreach of banks to trans-
form the village economy by adopting
them for integrated development.
Coordinative role of PSBs: Beyond
providing banking services, PSBs played a
critical role of coordinating with state-,
district-, tehsil- and block-level units of the
government and district industrial cen-
tres,and facilitated in implementing wel-
fare schemes. PSBs served as a conduit to
disburse subsidies,implemented govern-

ment-sponsored schemes for integrated
rural development, routed interest sub-
ventions, facilitated debt-waiver schemes
and fulfilled mandatory lending norms.
The combined impact improved the eco-
nomic conditions of rural enterprises.

In the process, the number of bank
branchesincreased from 8,187in1969 to
59,752 in 1990 to 1,41,756 in March
2019.The share of rural and semi-urban
branches varied from 58.4% to 77.2% to
62.89% during this period. The total net-
work of rural and semi-urban branches
stands at 89,144 in March 2019 com-
pared to 4,781 in 1969 and 46,128 in
1990.In addition, 1.26 lakh bank mitras
(business correspondents) provide
branchless banking in villages.

Asaresult,share of unorganised credit

BANK NATIONALISATION

t0 19.6%.

D Seven, the decline in
the outlay on defence is
both palpable and surpris-
ing. This has declined from
1.6% of GDP to 1.4%, and
from 12.9% of total expen-
diture to 11%. In addition,
the outlays on armament
acquisitions for the three
services have not kept pace
with GDP growth.

D Eight, the total central
government expenditure as
a percentage of GDP has climbed from
12.5% to 13.2%.Read with the seventh
point above, it can be deduced that the
entire increase is on the revenue rather
than the capital side.

D Nine, the fiscal deficit for 2018-19
works out to 3.3% of GDP, as against
3.4% in the Budget document, on
account of the lower GDP base in the
Budget document. However, the fiscal
deficit for 2019-20 works out to 4.3%,
since the revenue estimates have been
revised downward—as indicated above—
while the expenditure estimates remain
unchanged.

D Ten, while central government
expenditure grew at 14.7% in 2018-19,
it is projected to grow at a lower rate of
13.4% in 2019-20.This is indicative of a
cyclical, rather than countercyclical fiscal
policy, as the sharp fall in revenue collec-
tions and the spike in the fiscal deficit for
the current year is indicative of an econ-
omy inretreat. Finance minister Nirmala
Sitharaman’s Budget speech did not eval-
uate the extant overall macroeconomic
environment, but the Budget numbers
only confirm data from other sources that
economic growth has slowed down.

FRIDAY, JULY 19, 2019

FINANCIAL EXPRESS OPINION ' ¢

Telcos’woes just

wouldn’t end

AILAWADI

The author is a former power sector regulator

TRAI is oblivious to both the poor
financial health of the sector and
ensuring critical telecom infrastructure

TTHEWORLD Economic Forum in January, for-
mer RBI Governor Raghuram Rajan observed
that while India’s economic numbers are cele-
brated at different fora, critical infrastructure
sectors are facing financial stress and liquida-
tion. Power and telecom, in particular, are unquestionably
highly stressed. In fact, ICRIER and CRISIL have released
reports showing how debt-ridden telecom companies are—
their EBITDA is not sufficient even to service their interest
liabilities, with their gross revenues declining to 357,827
crore in September 2018 (a drop of 12% year-on-year), as
also government revenues declining by 11% and 16% in
licence fees and spectrum usage charges, respectively.
Telcos are facing serious financial crisis. While much has
been said about the merits and demerits of the policy
approach on theallocation of spectrum and on administra-
tive prices, the fact remains that there has been an expo-
nential growth in the number of wireless subscribers—the
subscriber base doubled from about 26 crore in 2008 to
about 58 crore in 2010.In the next seven years, it doubled.
An ICRIER study showed that, during the same period,
government revenues also increased—no doubt, through
auctions,because the government realised about 31.76 lakh
crorebetween 2010and 2016.But theindustry got exposed
to a debt burden of %5 lakh crore or more. Somewhere, the
enthusiasm was found misplaced. Industry health being
unstable, the high prices for the next round of auctions for
5G would show little appetite for the existing market play-
erswith the exception of one.
TRAI’s refusal to review its
recommendations on spec-
trum reserve price forauctions
in August 2018 defies a holis-

In the interest of
achieving its policy

ticapproach.TRAI is not obliv- OI,DJeCt'ves pledged
ious to the poor financial in the NDCP, the
health of the sector—forwhich government can
itisas much responsibleasfor  differ with the TRAI
its growth—whenrevenuesare .
recommendations

declining. On all accounts, it is
undisputed thata high reserve
price for 5G spectrum would
have a debilitating effect, leav-
ing little for the capex for lay-
ingout 5Gservices.Thenwhyisit that TRAI has stuck to the
base price recommended in August 20187 It is not mere
unconscionable indifference to the poor health of the sec-
tor,becauseit sees its development from the prism of growth
happening onaccount of one player,and is fascinated by the
Darwin theory of ‘survival of the fittest’. It appears it is also
unmindful in ensuring telecom infrastructure as critical to
economic growth. Even unbiased analyses of noted research
bodies and press editorials—such as the FE editorial “Telcos
need help,govt will decide on penalties first!’(July 10,2019,
http:/[bit.ly/2LXPJUI)—have simply been brushed aside.The
authority dismisses the review asked for by the Digital Com-
munications Commission (formerly Telecom Commission)
withingenious explanation that “its methodology,assump-
tions and developments in the intervening period after the
last auction in 2016 and August 2018 have been well con-
sidered.”Inresponse to the DoT’s view that TRAI also shared
concerns about the sector’s financial health, its disavowal is
laconic—it was not its view but “expressed by a section of
stakeholders” (para 8 of July 8,2019, recommendations).
What, then, is the option for the government? In its own
wisdom,and in theinterest of achieving its policy objectives
pledged in the National Digital Communications Policy, it
candifferwith the TRAI recommendations on the valuation
of reserve price.The government would be justified in doing
sobecause, firstly, TRAI’sapproach is manifestly short of rea-
soned conclusions and, secondly, it has not shared the facts
and grounds in public space in effectively elaborating its
conclusionsinitsrecent communication to the government.
The high-powered commission (DCC) would be compe-
tent to deliberate on the TRAI recommendations and arrive
at a different reserve price, which would be reasonable and
fairin ordertorevive interestand create effective participa-
tionin the forthcomingauctions.Itwill be wrong to say that
the government is stuckwith the TRAIbase price oris facing
dilemma, for the course it chooses will make or mar its pol-
icy objective of bringing digitisation toits 133 crore people.

on the valuation of
reserve price

fell sharply and the economy seemed to
come out of the low level of equilibrium
trap. In the process, the flip side of social
commitment led to inefficiency and poor
customers service in some PSBs, taking
away the competitive edge. The adminis-
tered interest rates and the burden of
directed lending constrained theirauton-
omy to operate on commercial lines. The
mandatory expansion of branches in
unbanked centres with low business
potentialityimpacted the working of PSBs.

With little latitude to decide business
mix, profitability took a back seat. PSBs
struggling to work under the doctrine of
dualregulation suffered from poor gover-
nance. Board of directors of PSBs are
appointed by the government with no
freedom to review their performance or

competency.The expertisewith suchinde-
pendent directors rarely passed on to bank
management. As a result of poor board
oversightand the ability of large borrowers
to influence certain decisions, PSBs accu-
mulated huge non-performing assets
(NPAs).They had to bear the brunt of hold-
ing close to 90% of stock of bad loans, fur-
ther impinging upon their profitability.
Impact of bank reforms: Even after
banking sectorreforms, PSBs continued to
balance their social obligations while
working on commercial lines to compete
with private peers. Along with integrated
technology, PSBs gradually changed their
look and feel with modern outfits and bet-
ter interiors. They also adopted interna-
tional prudential and capital adequacy
standards in line with Basel frameworks

set out from time to time, integrated risk
management systems, business process
re-engineering, reorganisation of admin-
istrative structures, better systemic con-
trols, higher compliance standards and
better HR management strategies.

Despite triumphsand tribulations, the
move to nationalise banks aided by bank-
ing sector reforms has greatly contributed
inthe robust growth of banking outreach,
more importantly in the hinterland, ben-
efiting people at the bottom of the pyra-
mid. Focus on financial inclusion guiding
banks to adopt a specific three-year out-
reach policy since 2010 took aggressive
formin 2014 afterthe implementation of
the Pradhan Mantri Jan Dhan Yojana.The
combined synergyled to massive connect
of the banking system with the people,
taking theWorld Bank Findex 2017 to 80,
fromalevel of 35in 2011.

Effectively,80% of adultsaged 15-plus
haveabankaccount—a greatachievement
by any standard. Of the 36 crore new sav-
ings bank deposit accounts opened under
PMJDY till May 2019, PSBs accounted for
96.6%,reflecting theirrole in social trans-
formation.The challenges of bank reforms
did not dither the spirit of bank national-
isation and PSBs continue to serve the
masses even,at times, at the cost of losing
competitive edge. As India completes the
golden jubilee of bank nationalisation, the
purpose still holds relevant, more sowhen
growth aspirations are high,Indiaaims to
bea $5-trillion economy,and the banking
sector increasingly needs to stay commit-
ted to serve the masses.
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TRIPURA, SIKKIM, and Nagaland have
the best Pupil-Teacher Ratio (PTR), ac-
cording to a report compiled by the
Unified District Information on School
Education (UDISE) in 2017-18 and
tabled by the government in
Parliament. The reply covered overall
PTR, and compliance with Right to
Education (RTE) norms on PTR. Smaller
states and UTs showed a better PTR
than larger states.

Initsreply toan unstarred question
in Lok Sabha this week, the HRD
Ministry said the PTR normin the coun-
try has been set at 30:1 for primary

PUPIL-TEACHER RATIO

Tor5
STATE PRIMARY  UPPER
PRIMARY

Sikkim 4 6
Nagaland 7 8
Manipur 8 9
A&NIslands 10 9
Tripura 10 10

GOVERNMENT SCHOOLS WITH ADVERSE PTR

(RTE norms: 23 for primary, 24 for upper primary)

Tor5
STATE PRIMARY UPPER
PRIMARY
Tripura 0.72% 2.85%
Sikkim 1.26% 0.27%
A&NIslands 2.20% 1.96%
Puducherry 2.99% 1.11%
Nagaland  2.21% 0.85%

Source: Unified District Information on School Education, 2017-18, via HRD Ministry

THais WORD MEANS

level,and at 35:1 for the upper primary
level. The report found the PTR at na-
tionallevel 23:1 for primary schools and
24:1 for upper primary schools.

Bihar, with 67.94% primary schools
and 77.86% upper primary schools
non-compliant with the standards, as
wellasaPTR of 38:1 and 39:1 in those
schools respectively, is at the bottom
on all four counts. UP and Jharkhand
too have poor ratios and compliance
ratios. Among larger states, Kerala has
the best RTE compliance, with less than
5% non-compliance at both primary

and upper primary schools.
BorTOoM 5
STATE PRIMARY UPPER
PRIMARY
Bihar 38 39
Delhi 35 34
UP 31 30
Daman&Diu 29 23
Jharkhand 25 30
BorToM 5
STATE PRIMARY  UPPER
PRIMARY
Bihar 67.94% 77.86%
Jharkhand 50.28% 64.24%
UP 41.30% 42.06%
Andhra 43.13% 14.68%
Rajasthan  38.85% 16.62%

WHIP
What compels MPs/MLAs to vote along party lines?

LATE THURSDAY evening, Karnataka
Governor Vajubhai Vala asked Chief
Minister H D Kumaraswamy to prove his
majority on the floor of the Assembly be-
fore 1.30 pm on Friday. The vote to decide
the fate of the JD(S)-Congress government
was not held on Thursday amid ademand
by Congress Legislature Party leader
Siddaramaiah that the motion be deferred
until the Speaker was able to decide on
the fate of his whip. The Supreme Court
had said the previous day that the 15 rebel
MLAs “ought not to be compelled to par-
ticipate in the proceedings of the... House”.

WHAT IS IT? Awhipin parliamentary
parlance isawritten order that party mem-
bers be present for an important vote, or
that they vote only in a particular way. The
term is derived from the old British prac-
tice of “whipping in” lawmakers to follow
the party line. In India all parties can issue
a whip to their members. Parties appoint
asenior member fromamong their House
contingents toissue whips — this member
is called a Chief Whip,and he/sheis assisted
by additional Whips.

KINDS OF WHIPS: The importance
of a whip can be inferred from the num-
ber of times an order is underlined. A one-
line whip, underlined once, is usually is-
sued to inform party members of a vote,
and allows them to abstainin case they de-
cide not to follow the party line. A two-line
whip directs them to be present during the
vote. A three-line whip is the strongest,
employed on important occasions suchas
the second reading of a Bill or a no-confi-
dence motion, and places an obligation on
members to toe the party line.

DEFIANCE OF WHIP: The penalty for
defying a whip varies from country to
country. In the UK, MPs can lose member-
ship of the party, but can keep their House
seats as Independents; in India, rebelling
against a three-line whip can put a law-
maker’s membership of the House at risk.
The anti-defection law allows the
Speaker/Chairperson to disqualify such a
member; the only exceptionis whenmore
than a third of legislators vote against a di-
rective, effectively splitting the party.

OMMARATHE
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TELLING NUMBERS

Pupils and teachers: the best
ratios are in the smaller states
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SIMPLY PUT QUESTION 8ANSWER

Behind Assam’s flood fury

Key reason is the Brahmaputra’s nature, with the massive silt it deposits along its long journey. Humans
contribute with deforestation and settlements. Measures have been ad hoc, along-term solution elusive

TORAAGARWALA
GUWAHATI, JULY 18

ASSAM IS in the grip of yet another flood, with
57 lakh people displaced, all 33 districts af-
fected, and 36 people killed besides hundreds
of animals. This is the first wave of floods this
monsoon, and flood control experts expect at
least two more. A look at why Assam has tra-
ditionally been flood-prone, what measures
have been taken over the years,and what has
been proposed as a long-term solution:

Why are floods so destructive in Assam?

Apart from incessant rainfall during the
monsoon, there are many contributory factors,
natural and man-made. At the cruxis the very
nature of the river Brahmaputra —dynamic
and unstable. Its 580,000 sq km basin spreads
over four countries: China, India, Bangladesh
and Bhutan, with diverse environments.

The Brahmaputra features among the
world’s top five rivers in terms of discharge as
well as the sediment it brings. At 19,830 cubic
meters per second (cumec), it ranks fourth in
discharge at the mouth, behind only the
Amazon (99,150 cumec), the Congo (39,660
cumec) and the Yangtze (21,800 cumec), ac-
cording to data froma 2008 research paper by
retired Gauhati University professor Dulal
Chandra Goswami, an environmentalist ac-
knowledged as an authority on the
Brahmaputra. In terms of sediment yield, two
spots along the Brahmaputa’s course were at
second and third places in 2008, behind the
Yellow River whose annual sediment yield is
1,403 tonnes per sq km. The Brahmaputra’s
annual sediment yield was 1,128 tonnes per
sq km at Bahadurabad of Bangladesh, and 804
tonnes per sq km at Pandu of Guwahati.

How do these characteristics of the river
relate to flooding?

The vast amount of sediment comes from
Tibet, where the river originates. “That regionis
cold, arid and lacks plantation. Glaciers melt, soil
erodesand all of it resultsina highly sedimented
river,” said Dhrubajyoti Borgohain, aretired chief
engineer of the Brahmaputra Board, a central
government body functioning under the Jal
Shakti Ministry’s Department of Water
Resources, River Development and Ganga
Rejuvenation, and whose responsibilities in-
clude flood control in the Brahmaputra basin.

By the time the river enters Assam —astate
comprising primarily floodplains surrounded
by hills on all sides — it deposits vast amounts
of this silt, leading to erosion and floods. “As
the river comes froma high slope toaflat plain,
its velocity decreases suddenly and this results
in the river unloading the sediment,” said
Borgohain. The river’s channels prove inade-
quate amid this siltation, leading to floods.

Again, because of the earthquake-prone
nature of the region, the river has not been
able to acquire a stable character. Following
the devastating earthquake of 1950, the level
of the Brahmaputra rose by two metres in
Dibrugarh area in eastern Assam.

Besides these natural factors are the man-
made ones — habitation, deforestation, popu-
lation growth in catchmentareas (includingin
China) —which lead to higher sedimentation.
For example, the sediment deposition itself
creates temporary sandbars or river islands. It
is common for people to settle in such places,
which restricts the space the river has to flow.

When rainfall is heavy, it combines with
all these factors and leads to destructive floods.
This happens very frequently.

How bad is the current flood compared to
previous ones?

While floods are a regular annual feature
in Assam, some years witness more destruc-
tion than others. In terms of impact on human
lives, the floods of 1988, 1998 and 2004 were
the worst; the 2004 floods alone affected 12.4
million people and claimed 251 lives.
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A submerged village in Morigaon district, east of Guwahati, on Thursday. P11

AREA OF INFLUENCE

THE BRAHMAPUTRA BASIN CHINA
i Lhasa : —
.-“.. = - - < - . - . '_____-
NEPAL N\ . e i et
& = B ™y _?__,Thimphu _ e e
et =+ ¥ pyutan ~  ltamasx .Q&“ =
ot R e
L] b . . S ‘(0\\
.. Dhubri  Guwaha ¥ |
Gorakhpur LA ~ Kohima
Ga n . 5 =
- ga Ba ‘ durabad Shillong
aranasi Patna '.L . = .
i, BAN °l"l ADESH Silchar mphal
INDIA ", |l Dhaka g
R Agartala MYANMAR
Ranchi . 2
Kolkata '
]
k
Bay of Bengal

The current wave of floods has affected 57
lakh people and claimed 36 lives so far. But ex-
perts say that the worst is yet to come. “This is
only the first major flood wave this season. We
are expected to experience two to three more
flood waves until the end of the rainy season,
which will last till mid-October. In terms of to-
tal annual scale and effect of flooding, we had
seen worse floods in 1988, 1998, 2004 and
2012. But if a few more large flood waves hit
the state in the next two-and-a-half months,
this year could well be recorded as one of the
most severe flood years,” said Partha ] Das,
who heads the Water, Climate & Hazard
Division of Guwahati-based Aaranyak.

Has the government tried to address the
factors that cause floods?

Inits master plan on the river in 1982, the
Brahmaputra Board had suggested that dams
and reservoirs be built to mitigate floods. The
idea of dams, however, has traditionally been
adouble-edged sword. While one of their ob-
jectives is to regulate the release of flood wa-
ters, the release when it comes can sometimes
be beyond the capacity of the channels down-
stream. In the Brahmaputra basin, locals and
environmentalists protested against dam-
building plans on grounds of displacement
and destruction of evology, preventing the
plans from moving forward.

“The Brahmaputra Board proposed a mul-
tipurpose damin the present Gerukamukhs site
where NHPC (National Hydroelectric Power
Corporation) is constructing the Subansiri
Lower Hydroelectric Project. But the proposal
was scrapped because of objections by the
Arunachal government due to submergence
[concerns], which included a few small towns
aswell,” said Guwahati-based environmental-
istand engineer Pradip Kumar Bhuyan. In fact,
the Subansiri project — on which the govern-
ment spent crores — too has been suspended.

As such, the government has been using
only one approach towards floods: building
embankments on the river. “Embankments
were proposed only as an interim and ad hoc
measure for short-term mitigation,” said
Aaranyak’s Das. Their lack of durability has of-
ten been on display. “Most embankments
built in the 1980s are not strong enough. Since
they were temporary measures, the govern-
ment did not spend on high-specification em-
bankments. These are weak and are regularly
breached,” a government official said.

The government also considered dredging,
basically digging up the riverbed and making
the river “deeper”. However, experts have
strongly advised against this simply because
the Brahmaputrasedimentyield isamong the
highestin the world. “Experts believe thateven
if we take out all the silt this year, more silt will
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be deposited the following year, making the
very expensive effort futile,” said Borgohain,
the retired Brahmaputra Board engineer.

Dr Goswami, the retired Gauhati
University professor, feels that the govern-
ment’s measures have been “piecemeal” and
“short-term”. “They are not addressing the
problem at the source — they are firefighting,”
Dr Goswami said.

But, is there along-term solution?

Dr Goswami said that for a sustainable so-
lution, there needs to be “a basin-wide ap-
proach” to the problem. He calls this an “inte-
grated basin management” system that
should ideally bring in all the basin-sharing
countries on board. “Addressing the issues
only in Assam when the flood strikes isn’t the
solution — one needs the countries to come
to an understanding about taking measures
in the catchment areas.” For that, interstate
relationships, political cooperation and the
role of the government are important.

Borgohain suggested “flood-plain” zoning,
whichis done the US. “Depending on the vul-
nerability of the area, you divide theminto cat-
egories,and accordingly ban certain activities
on it: like farming, building a house etc,” he
said, “Thatis one option. We can’t help the rain
but we can certainly control the damage
caused by floods.”

How to read the current fall in bond rates; where are yields headed?

And what exactly are G-secs?

UDIT MISRA
NEW DELHI, JULY 18

YIELDS OF 10-year G-secs (or the 10-year
government bonds) have been falling
sharply and almost continuously of late. At
the end of trading sessions on July 16, these
yields were trading at a 30-month low.

So why does a fall in government bond
yields matter?

The way the bond market functions, the
yield, or the interest rate earned, on a gov-
ernment bond — especially the 10-year one
—isagood indicator of the prevailing inter-
est rate in an economy. If yields on govern-
ment bonds (also called government secu-
rities or G-secs) are falling, it is reflective of
adownward movement in interest rates ap-
plicable for the broader economy as well.
For the average consumer then, the rate of
interest that she will pay for say, a new car
this Diwali, will likely be lower than a year
ago or indeed, the present.

Insimplest terms, a G-secis anIOU given
by the government to anyone who lends it
money. Like every entity in an economy, the
government too needs to borrow to carry
out its functions. The G-sec is the govern-
ment’s vehicle to borrow from the public.

What makes G-secs attractive?

In any investment, apart from the re-
ward (thatis, the rate of return or rate of in-
terest), the other key factor is the level of
risk. G-secs are appealing because they are
considered to be among the safest of invest-
ments — the sovereign is not expected to
default or go bankrupt. However, as is al-
ways the case, the price of a safe investment
is modest returns.

How areyields calculated?

Every G-sec has a face value and a
coupon payment. There is also the price of
the bond, which may or may not be equal
to the face value of the bond. And then there
is the yield, which s the effective rate of in-

LT

Yields of G-secs are at
the lowest level since
demonetisation. A
lower supply of
bonds, without a
change in demand,
has pushed up prices
and, in the process,
brought down yields

terest that one earns when one buys a bond.

Now suppose the face value of a 10-year
G-secis Rs 100, and its coupon payment is
Rs 5. Buyers of this bond will give the gov-
ernment Rs 100 (the face value); in return,
the government will pay them Rs 5 every
year for the next 10 years, and will pay back
their Rs 100 at the end of the tenure. In this
instance, the bond’s yield or effective rate
of interest is 5%. The yield is the investor’s

Representational photo/Getty Imag_es

reward for parting with Rs 100 today, but
for staying without it for 10 years.

But say, there was just one bond, and
two buyers (people willing to lend to the
government). The actual selling price of the
bond may in such a scenario go from Rs 100
to Rs 105 or Rs 110 because of the bidding
war between the two buyers. Importantly,
even if one buys the same bond at Rs 110,
the coupon payment of Rs 5 will not change.

Thus, as the price of the bond increases from
Rs 100 to Rs 110, the yield falls to 4.5%.

But what is the relation between G-sec
yields and interest rate in the
economy?

The way bond yields function implies
that they are in close sync with the prevail-
ing interest rate in an economy. With refer-
ence to the above example, only if the in-
terest rate in the broader economy is 5% will
the bond’s selling price be the same as the
bond’s face value. If there is any discrepancy,
the market will ensure it is removed.

For instance, if the prevailing interest
rate is 4% and the government announces
abond with ayield of 5% (that s, a face value
of Rs 100 and coupon of Rs 5) then a lot of
people will rush to buy such abond to earn
a higher interest rate. This increased de-
mand will start pushing up bond prices,
even as the yields fall. This will carry on un-
til the time the bond price reaches Rs 125
— at that point, a Rs-5 coupon payment
would be equivalent to a yield of 4%, the
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BECAUSE THE TRUTH

INVOLVES US ALL

AFTER VINDICATION

Persuading Pakistan to respect the IC] ruling on Kulbhushan
Jadhav will not be easy. That task remains a political one

HE RULING OF the International Court of Justice on Pakistan’s incarceration

of Kulbhushan Jadhav on charges of espionage and terrorism has vindicated

India’s faith in seeking international legal relief amid Islamabad’s refusal to re-

spect the basic principles of justice. The IC] called on Pakistan to take a fresh
look at Jadhav's case, immediately restore his legal rights and provide India consular ac-
cess. Above all, the ICJ is asking Pakistan to examine the impact of its violation of inter-
national law on the principles of a fair trial in the Jadhav case. In a strange but typical of-
ficial reaction, Pakistan is claiming “victory” at the court’s decision to ask it to reconsider
the conviction and sentence of Jadhav “by the means of its own choosing” — Pakistan’s
Prime Minister Imran Khan has tweeted, “appreciating” “IC]’s decision not to acquit, re-
lease and return Commander Kulbhushan Jadhav to India”.

Jadhav was arrested in early 2016 and, after a summary trial, a military court ordered
his execution in 2017. Having failed in its effort to bilaterally engage Pakistan on the case,
Delhi turned to the ICJ. The Court stayed Jadhav’s execution in the summer of 2017. In its
final judgement this week, however, the ICJ's focus was not on the merits of Pakistan’s case
against Jadhav. It was on the legal process, the rights of the accused, and the remedies for
a likely mistrial. The IC] declared that Islamabad was in violation of its obligations under
the Vienna Conventions on Consular Relations by the failure to inform Jadhav of his legal
rights and immediately intimate the Indian embassy about his detention. It also held
Pakistan guilty of denying India consular access to Jadhav and preventing it from arrang-
ing legal representation for the accused.

The IC] also offered some remedies. It asked Pakistan to inform Jadhav, without any
further delay, of his rights and provide India consular access to him. It called for an “effec-
tive review and reconsideration” of Jadhav’s conviction and the sentence against him. It
wants Pakistan to ensure that “full weight” is given to the effect of “violation” of Jadhav’s
rights on the “principles of a fair trial” and the “prejudice” it might have caused in the sen-
tence of execution. The IC] also held that a continuing stay on Jadhav’s execution is an “in-
dispensable condition” for an effective review and reconsideration. It also told Pakistan
thatits obligation to review and reconsider Jadhav’s case must be performed “uncondition-
ally”. Delhi has certainly won the argument about international law and the tragic but de-
liberate mistrial of Jadhav by the Pakistan army. But the task of persuading Pakistan to re-
spect the IC] ruling will not be easy. That task in the end remains a political one. While
India must continue to utilise all available legal means, it must also seek a quiet conversa-
tion with Pakistan to encourage it to do the right thing. The ICJ’s call for a judicial review,
inaformat chosen by Islamabad, may have opened a small door for bilateral diplomacy that
might let Pakistan save face and India secure Jadhav’s life and liberty.

50 YEARS LATER

Banking sector, economy, have transformed since banks were
nationalised. Now, government needs to let go

HIS WEEK MARKS 50 years of one of the most important economic decisions

taken by a government in independent India. Like the other relatively recent

move on November 2016 to withdraw high value notes of Rs 500 and Rs 1,000,

the decision to nationalise 14 banks by the Congress government led by Indira
Gandhi onJuly 19, 1969 did not quite rest on economic logic but was politically propelled.
The objective, then, was to force banks, many of which were controlled by business groups,
to lend to the farm and other sectors, to small firms, offer services in the hinterland and
expand credit, especially in rural areas. The decades since then have seen a structural
transformation — evident in the countrywide footprint of banks, channelising of savings
by them to productive investment, support for industry and to the government to finance
its plan investments, deliver on its social banking mandate, generate jobs in the services
sector, help reduce regional disparities and broadly enhance growth. That was the start
of financial inclusion.

Many metrics capture that phase of the Indian banking industry’s growth. But the
loan melas of the 1980s, soon after the second round of bank nationalisation marked by
coercive lending to support government programmes, dealt the first deep blow from
which it took the country’s state-owned banks years to recover. Later, what hurt PSU
banks severely was the foray into infrastructure financing — an area where they had lit-
tle expertise, the risk of an asset liability mismatch and imprudent lending during the
heady growth years between 2005-2009. The Indian taxpayers have so far picked up the
tab for repairing bank balance sheets with lakhs being pumped to recapitalise banks and
bolster lending over the last few decades without generating enough returns. Inits first
term, the Narendra Modi government missed an opportunity for governance reforms in
the banks it owns. A government with a strong political mandate like NDA 2 should be
better equipped to let go of many of its banks after 50 years — with a possible backstop
of a 26 per cent or 33 per cent holding to be progressively divested to assuage concerns.

More political molycoddling on separation of ownership from the management of
banks will impose huge fiscal costs which will have to be borne again by taxpayers.
Importantly, it will also drain resources which should ideally be for delivery of public goods.

TWEET BADSHAH

In making fun of Hema Malini for her sweeping technique and
apologising for it, Dharmendra displays mastery of social media

HE HEADLINES GOT it wrong. Dharmendra Deol is not a troll. While pointing

out that his wife and BJP MP Hema Malini seemed a bit of an “anaari” (inept)

while attempting to use a broom in the Parliament complex as part of the

Swachh Bharat campaign, he did not, for example, disrupt an ongoing conver-
sation or derail a debate through abuse. He did, as he admitted later, speak his mind:
“Kuchh bhi keh baithta hoon. Kuch bhi ki bhawna ko. Kuchh bhi samajh baithte hain yaar
log. TWEET BADSHAH. Kuch bhi kiya... baat jhaadu ki bhi... tauba tauba.... Kabhi na ka-
roonga.” No, Dharmendra is not a troll. He is Tweet Badshah.

First things first. A broom in hand Hema Malini did look a bit out of sorts — no regu-
lar sweeping motion, just a sort of awkward stick dance. Most of her colleagues, and her
many fans, were likely too polite to point this out. But Dharmendra has a history of telling
truth to power, at least when it comes to family. In May, for example, he was more than
forthright about son Sunny not being the most politically astute Lok Sabha candidate:
“Sunny cannot debate”, “I told Sunny politics is a difficult thing”.

What makes Dharmendra so endearing on social media isn’t just his forthrightness.
Itis a genuine innocence, a kind of honesty so rare in an age of image consultants, where
even non-celebrities carefully curate every word and photograph they put out. In all caps,
with ellipses galore, Dharmendra shares across social media platforms his idyllic retired
life at his farmhouse. Then there’s the fact that this whole “rural gentleman” thing might
just be one big punchline. His apology tweet, after all, has a sarcastic ring, more sorry for
offending the “jhaadu” than the person wielding it.
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WORDLY WISE
I SINCERELY HOPE THAT THEY (RELATIONS
BETWEEN INDIA AND PAKISTAN) WILL BE FRIENDLY
AND CORDIAL. — MUHAMMAD ALI JINNAH

Humpty Dumpty’s fall

Pakistan’s violations of international covenants in
Kulbhushan Jadhav case have come crashing down

TILAK DEVASHER

IF EVER PROOF were needed that India and
Pakistan lived in parallel universes, the reac-
tion to the International Court of Justice (IC])
judgement in the Kulbhushan Jadhav case
provides it. The vital difference, however, is
that while India’s universe is rooted in real-
ity, Pakistan’s is quite delusional.

The key issue that the case dealt with was
the sanctity of the Vienna Convention on
Consular Relations (VCCR). The Indian case
was the “egregious violations” of the conven-
tion by Pakistan, inter alia, by not granting
consular access to Jadhav. Pakistan’s defence
was that the VCCR was not applicable to al-
leged spies. In addition, Pakistan sought to
deny the jurisdiction of the IC] in the case,
and deny the admissibility of India’s appli-
cation, citing a 2008 bilateral agreement with
India that held that consular access in mat-
ters of national security would be decided
“on its merits”.

The I(J rejected Pakistan’s contention on
each of these issues and upheld that of India
either unanimously or by an overwhelming
15-1 margin — the dissenting judge being a
Pakistani. The majority included a judge from
China. The judgment held that the court had
jurisdiction, India’s application was admis-
sible, there was no provision in the VCCR to
deny alleged spies consular access and that
the bilateral agreement could not displace
obligations under international conventions.

The court also asked Pakistan for
“effective review and reconsideration of the
conviction and sentence of Mr Jadhav”, so as
to ensure that full weight was given to the
effect of the violation of the rights set forth in
Article 36 of the VCCR and guarantee that the
violation and the possible prejudice caused
by the violation are fully examined. The court
directed that “the continued stay of execu-
tion constituted an indispensable condition
for the effective review and reconsideration
of the conviction and sentence.” This specific
direction was a source of relief for India and
a clear containment of Pakistan’s national
jurisdiction.

The IC] went further. It reprimanded
Pakistan by saying that it “was under obliga-
tion to cease internationally wrongful acts of

The ICJ rejected Pakistan’s
contention on each of these
issues and upheld that of
India either unanimously or
by an overwhelming 15-1
margin — the dissenting
judge being a Pakistani. The
majority included a judge
from China. The judgment
held that the court had
jurisdiction, India’s
application was admissible,
there was no provision in the
VCCR to deny alleged spies
consular access and that the
bilateral agreement could not
displace obligations under
international conventions.

a continuing character.” This is as strong a
condemnation of Pakistan as the court could
make and would remain a stain on Pakistan
for years to come.

The court also upheld India’s contention
that Pakistan should have informed it about
Jadhav's arrest immediately and not after
three weeks; that Pakistan failed to inform
Jadhav of his rights including his right to
communicate with and access to India’s con-
sular officers; India was entitled to obtain
consular access as soon as his detention was
made public by Pakistan; India’s consular of-
ficers had the right to visit Jadhav, to converse
and correspond with him and to arrange for
his legal representation.

Pakistan’s argument that alleged spies
were not entitled to consular access was ac-
tually dangerous. It not only sought to emas-
culate Article 36 of the VCCR but, if accepted,
would allow states, if they so wished, to
charge citizens of another country with espi-
onage and so deny them consular access.

Animportant point India had hammered
home was that the trial of a civilian in a mil-
itary court failed to satisfy the minimum
standards of due process on at least three
counts: Jadhav was denied a fair and impar-
tial trial, in which he could be represented
by a lawyer of his choice; his conviction and
death sentence by a military court was farci-
cal and based on “confessions” taken in cap-
tivity without adequate legal representation
and he was denied consular access that
would have enabled India to assist himin re-
alising due process. All this was in total vio-
lation of the rights and protections provided
under the VCCR and the International
Covenant on Civil and Political Rights (ICCPR).

In Pakistan’s delusional parallel universe,
victory has been claimed on two grounds:
Jadhav’s death sentence was not annulled
and the IC] did not order his release. Some in
Pakistan have even claimed that by not re-
leasing Jadhav, the IC] has accepted that he
isaterrorist and that implicitly India is a state
sponsoring terrorism! For example, the Pak
daily, The Express Tribune, quoted Major
General Asif Ghafoor, the Director General of
Inter-Services Public Relations (ISPR), stat-

ing that the ICJ's decision has declared India
aterrorist state; “They are certified to under-
take state-sponsored terrorism.”, he said.

Much has also been made about
Pakistan’s judicial system. Thus, according to
Foreign Minister Shah Mehmood Qureshi,
by not annulling the military court’s verdict,
“the IC] showed its confidence in Pakistan’s
judicial system which is very fair and trans-
parent”. Brave words indeed!

Where such statements are delusional is
that the ICJ is not a Criminal Court of Appeal.
India was appealing against Pakistan’s vio-
lation of the VCCR. Hence, there were no ar-
guments on the merits of the actual case or
the evidence adduced. In fact, even though
India had asked for a copy of the military
court’s judgement, Pakistan did not provide
it. The I(J's focus was limited to determining
whether there was a breach of international
covenants and here its findings were crystal
clear and a victory for India.

Jadhav is an important element in
Pakistan’s narrative of a “foreign hand” be-
hind the troubles in Balochistan. Given its
failure to tackle the fifth insurgency in the
province, Pakistan has sought to divert at-
tention by claiming that India was fomenting
terrorism. Hence, the charade that Jadhav
was involved in terrorist activities. In reality,
media reports indicate that the terrorist out-
fit, Jaish ul-Ad], linked to the Jundullah, ac-
tually kidnapped Jadhav from Iran and sold
him to the ISL

During the trial, Pakistan’s counsel had
likened India to Humpty Dumpty who sat
perched on his flimsy wall of lies, which
would soon come crashing down. In reality,
itis Pakistan’s web of lies and egregious vio-
lations of international covenants that have
come crashing down.

Devasher is author of Pakistan: Courting the
Abyss; Pakistan: At the Helm; and Pakistan:
The Balochistan Conundrum. He is a former
special secretary, Cabinet Secretariat,
Government of India, and currently member,
National Security Advisory Board

and consultant, Vivekananda

International Foundation

AMRITH LAL

DISHONOURING THE MANDATE

Legislators who change party dffiliations must seek re-election

THE RECENT DEFECTIONS of Congress legis-
lators in Goa and Telangana to the BJP and the
TRS respectively and four TDP MPs in the
Rajya Sabha joining the BJP seem to pass the
anti-defection law test. In all the three cases,
the rebels had the required numbers — two-
third members of the legislature party — to
escape disqualification. One of the MLAs who
joined the BJP in Goa had been elected on a
Congress ticket defeating the BJP nominee
only two months earlier. It's not been even a
year since elections were held in Telangana
and almost all the defectors had defeated TRS
candidates. It takes an instrumentalist read-
ing of the law to justify these defections as a
normal political activity. The fact is these are
a violation of political and constitutional
morality.

Parliamentary politics in India revolves
around political parties in the main.
Candidates in an electoral contest are seen as
representatives of political parties,and not as
autonomous agents with a voice distinct from
the party they represent. The primary iden-
tity of acandidateis political, whichis derived
from the history and ideology of the party that
has fielded him. For the voters, the candidate
is the voice of the party. The party symbol,
election manifesto, etc. embellish his claims
torepresenta party and anideology. The can-
didate seeks endorsement from the electorate
on behalf of the party, and also for the party.
There may be times when a leader becomes
the face of the party and votes are sought in
his name, as in the 2019 general election.

For the voters, the candidate
is the voice of the party. The
party symbol, election
manifesto, etc. embellish his
claims to represent a party
and an ideology. The
candidate seeks
endorsement from the
electorate on behalf of the
party, and also for the party.

This being the case, a defection of a legis-
latoris a betrayal of the mandate; it is a breach
of the trust forged through the election
process. A legislator is well within his rights
to change party; in fact, he must if he loses
trust in his parent party or finds another ide-
ology more attractive. But any shift in political
affiliation would mean the right to represent
the mandate is lost. Political morality de-
mands that he resign his seat and seek re-elec-
tion. For instance, when V P Singh fell out with
the Congress under Rajiv Gandhi, he resigned
his Lok Sabha seat and sought re-election.
Ramakrishna Hegde resigned as chief minis-
ter of Karnataka when the Janata Party was
wiped out in the 1984 Lok Sabha election —
though he was under no compulsion to do so
—onthe ground that he has lost the moral au-
thority to head the government. Singh won
the Allahabad bypoll and Karnataka voted
Janata and Hegde back to office in the follow-
ing assembly election. In 2012, R Selvaraj, a
CPM MLA in Kerala who defected to the
Congress, resigned his seat and sought a fresh
mandate from the new platform.

The defections in Goa and Telangana have
been blamed on the Congress leadership’s
failure to shield its flock — presumably by of-
fering cash, office or other incentives. The de-
fectors also take cover behind hollow terms
such as development and governance to ex-
plain their political shift. Whatever be the rea-
son, the legislator is duty-bound to explain
his defection to the electorate; the first step
towards that is to quit the seat.

Is this likely to happen if a defector is not
censured by the electorate? The changes in
political economy have transformed political
parties as well as the political process. The in-
flux of big money into elections has turned
electoral contests into an expensive, lopsided
affair. Political parties have long ceased to be
about beliefs and have become platforms that
dispense patronage. In some of the southern
states, candidatures have become a privilege
of the very rich, who court political parties as
ameans to to keep the law away and use the
privileges the association confers to further
business interests. The patron-client relation-
ship that gets established between the party
leadership and legislators is thus mutually
beneficial — it ensures funds for the party,
which, in return, provides protection and
privileges for the affiliate.

Occasionally, this system s challenged by
the people. Radical left-wing uprisings, the |
PMovement,V P Singh'’s Jan Morcha, the anti-
corruption movement led by Anna Hazare,
etc. were expressions of publicanger with the
corruption of parliamentary democracy. The
phenomena of New Social Movements,
which mobilised people on issues such as
land, livelihood, ecological concerns, too owes
it existence to the people’s disillusionment
with electoral politics. All these took a toll on
the Congress, which was instrumental in the
degeneration of parliamentary democracy. It
may be the turn of the BJP soon.

amrith.lal@expressindia.com
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CONGRESS’S CHANCE

AFTER THREE DAYS of consultations with
leaders of various parties, President N
Sanjeeva Reddy invited the Leader of the
Opposition Y B Chavan, to explore the possi-
bility or forming a stable government to re-
place Morarji Desai’s caretaker government.
The invitation, which boosted Congress
morale, but caused varied reactions among
other parties, was extended to Chavan by the
President at Rashtrapati Bhavan. Chavan told
newsmen as well as the Congress Working
Committee later that he is confident he will
be able to form a government. Chavan has
asked for three to four days time for making
efforts to seek support from other parties so

that he can form a coalition government.

POWER DREAMS

THE CONGRESS HAD a dream today. The
dream of ruling the country again. The
Congress Working Committee, which metin
Delhi, was “highly excited” when Y B Chavan
broke the news that he had been asked by
the President to explore the possibilities of
forming a government. Even CWC members
who had earlier opposed the idea of joining
a coalition government changed their stand.
As a senior party leader put it: “Our leading
agovernment is quite different from our join-
ing a coalition government.” The CWC has
given Chavan and Swaran Singh a free hand

in the “exploration”.

DEsAT WON'T QUIT

PRIME MINISTER MORAR]JI Desai is unlikely
to resign as leader of the Janata parliamen-
tary party. This indication was available from
sources close to the PM. The Janata Party
President Chandra Shekhar, declined to com-
menton Jayaprakash Narayan’s reported let-
ter advising Desai to step down. Asked to
comment, Chandra Shekhar said: “What can
I say unless I get the letter?” JP, according to
reports from Patna, had written to Desai sug-
gesting that he should relinquish the leader-
ship of the Janata parliamentary party and
help elect Jagjivan Ram in his place.
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The original sin

Fifty years after bank nationalisation, banking is still seen as an enterprise driven by
social purpose and political considerations — not depositors’ interests. This needs to change

SHAJI VIKRAMAN

FIFTY YEARS AGO, after her governmentissued
anordinance on July 19, 1969 to nationalise 14
banks which had deposits of over Rs.50 crore,
Prime Minister Indira Gandhi addressed the
custodians of these banks at the end of
September 1969.In that meeting, she told them
that banks, being closely linked with the de-
velopment of the economy, could not remain
uninfluenced by the needs of the political sit-
uation. “The political situation in our country
today demands that banking facilities should
be extended in an increasing measure to back-
ward areas, to agriculture, to small-scale indus-
try and so on and perhaps banking operations
should be informed by a larger social purpose.
But if this is what is meant by political consid-
eration, certainly, there is political considera-
tion. But if by that phrase they mean that in
their day-to-day working, those in charge of
the banks might be influenced by extraneous
considerations, unrelated to public welfare or
economic development, then I have no hesi-
tation in assuring you that as long as am in
charge, such considerations will not be allowed
to interfere with your work,” she said.

The Prime Minister went on to tell the cus-
todians of those banks that within the broad
policy framework laid down by the govern-
ment, they would have the necessary freedom
and latitude to function as efficient and pro-
fessional bankers, guided solely “by your con-
science and the canons of the profession to
which you belong”.

Her political survival instincts — with the
challenge from the old guard in the Congress
toherleadership — prompted Indira Gandhi
toembark on this move at a time when alaw
on social control of banks had just kicked in,
ignoring the views of Deputy Prime Minister
and Finance Minister Morarji Desai and the
industry, which was opposed to the state tak-
ing over private banks. But as she said in her
broadcast to the nation on July 19, “Control
over the commanding heights of the econ-
omy is necessary, particularly in a poor coun-
try where it is extremely difficult to mobilise
adequate resources for development and to
reduce inequalities between different groups
and regions “.

Over the last five decades, control over
some important parts of the so-called com-
manding heights of the economy has been
eased by successive governments. Indian
banking too has changed in terms of reach and
penetration, formalisation of credit, channelis-
ing savings for investment and for funding
anti-poverty programmes, products offerings,
service quality, efficiency, credit support toin-
dustry and other segments including in rural
areas, helping to reduce regional disparities
and boosting economic growth. Consider this:
In July 1969, at the time of nationalisation of
banks, there were just 8,262 bank branchesin
the country. At the end of June 2018, state-
owned banks alone had built a network of
branches or a franchise of over 90,000 (over
29,000inrural areas)and over 1.45 lakh ATMs
while private banks had 28,805 branches.

Some of the objectives of that political
move in 1969 may have been achieved in the
first decade or two. But what has remained
unaltered in the last 50 years despite economic
reforms is the political philosophy and belief
echoed by Indira Gandhi on banking — a com-
mercial enterprise driven by a larger social
purpose and political considerations. It is on
this that there has been a strong political con-
Sensus across successive governments irre-

spective of ideology, oblivious of the fact that
the fundamental obligation of banks is to de-
positors. The political pay-offs are evident
when the government retains control over
these lenders. A case in point: The repeated
instances of waiver of farm debt.

In the era of brick-and-mortar banking-
administered interest rates and monetisa-
tion of debt, these may have worked. But not
inaworld where besides competition, rapid
technological changes and innovation are
transforming the way banks operate and
when the government is struggling to cope
with competing demands such as funding
infrastructure projects, social sector pro-
grammes and delivering public goods. The
result: Private banks have managed to chip
away at the share of PSUs.

However, the political philosophy reflected
in the continuing ownership of many banks
has come at a huge fiscal cost and poses a risk
to financial stability. In the last five years alone,
therecap tabatover Rs.3 lakh croreis farin ex-
cess of the aggregate funds, which many gov-
ernments had infused over close to three
decades, indicating the scale of the problem.
Key financial indicators of many of these pub-
lic-listed banks reflect the deterioration. At the
end of March 2019, gross non-performing as-
sets as a percentage of total advances rose to
11.2 per cent while the return on assets for PSU
banks in FY 2018 was - 0.8 per cent with re-
turn on equity, another metric to measure the
performance of banks, also being negative.
Interestingly, last fiscal, the opening of new
branches declined by 25 per cent according to
RBI data, as banks chose to rationalise and cut
spending to contain costs. The consequences
of all these are not just an aversion to risk but
also an unwillingness to reduce lending rates
sharply even when the RBI has cut interest
rates by 75 basis points this year because of
the need to set aside funds for potential loan
losses — all of which defeats monetary policy
signaling or transmission or the provision of
adequate credit,and the broader aim of reviv-
ing investment.

As the dominant shareholder, the govern-
ment has to constantly find resources to cap-
italise and strengthen banks given that the re-
turns on such investment are now negative. It
is that pressure which is now forcing the gov-
ernment to push the Indian central bank to
transfer a good part of its reserves to limit its
fiscal deficit.

The Vajpayee-led government did make
an attempt to break from the past. Finance
Minister Yashwant Sinha sought to introduce
a bill in Parliament seeking to lower the gov-
ernment’s equity in banks to 33 per cent. That

The Vajpayee led
government did make an
attempt to break from the
past. Finance Minister
Yashwant Sinha sought to
introduce a bill in Parliament
seeking to lower the
government’s equity in banks
to 33 per cent. That he
reckoned would enable
banks to raise fresh capital
without any major dilution
of management control. The
proposal was jettisoned by
the government, with the
UPA government which
succeeded it, reinforcing
through law sovereign
control over state

owned banks.

Suvajit Dey

he reckoned would enable banks toraise fresh
capital without any major dilution of man-
agement control. The proposal was jettisoned
by the government. The UPA government
which succeeded it, reinforced sovereign con-
trol over state-owned banks through law. If
the original sin was nationalisation, as some
would putit, the second sin was allowing uni-
versal banking in early 2000, prompting
banks to foray into infrastructure financing in
the space vacated by development financial
institutions, inflicting serious damage to their
balance sheets.

Subsequent regimes have tried to pursue
consolidation of banks. This is a politically less
fraught affair compared to the option of pri-
vatisation but does not address the funda-
mental issue of governance, incentive struc-
tures for bankers, dual control and the
separation of ownership or the distancing of
the owner, the government from the man-
agement of the bank.

The model of banking being driven by po-
litical considerations and ownership control
worked up to a point. It will now have to be
undone. Social control may work with a reg-
ulatory fiat irrespective of the ownership
structure. The emergence of more efficient
channels of intermediation, driven by tech-
nology and marked by cashless transactions
and which canreach out to unbanked families
to offer credit and new financial products, bet-
ter regulation and supervision and using the
private sector to deliver services competi-
tively, should help as the government makes
the transition. The grand bargain politically
could be to retain control of India’s largest
bank, State Bank of India, while divesting
shareholding in most banks.

The history of reforms in India show that
the toughest policy changes have often been
carried out in the first two years of a govern-
mentasin 1991-92 during the Narasimha Rao
government and later, during the Vajpayee and
UPA governments, There has been little polit-
ical appetite for reforms since. Shortly after the
global financial crisis, the-then US President,
Obamainaspeechin 2009 said,“Governments
should practice the same principle as doctors:
First do no harm. So rest assured, we will do
whatever is necessary to get credit floating
again, but we will do so in ways that minimise
risks to taxpayers and to the broader econ-
omy”. Surely, 50 yearsis a good time to review-
bank nationalisation. India’s tax payers would
also want its government to adopt the princi-
ple of doctors.

The writer is consulting editor,
The Indian Express

THE Urdu PRESS

THE NIA BILL

THE BID TO “strengthen the NIA” and the
debate on the bill has received the attention
of Urdu dailies.

An editorial in Inquilab on July 17 argues
that giving more powers to the NIA is prob-
lematic. It asks, “What are the negative and
positive dimensions of this?” It describes the
debate on the matter in the Lok Sabha as un-
mindful of Parliament’s “stature and tradi-
tions”. The paper writes that “the Home
Minister told an MP, a representative of India’s
largest minority, that ‘you are scared’ of the
bill..when he should have been trying to win
the confidence of the minorities”. This, the
paper points out, gave a terrible impression of
India to the world outside. “We need to un-
derstand that strong laws don’t end the prob-
lem, if the enforcers are not good. The best
and the most fair of laws go after the most
disadvantaged...The trend of doing every-
thing in the name of national interest must
be pushed back. Else, the country and its peo-
ple will have to suffer serious consequences.”

Munsif on the same day also dwells on
the NIA. It says with just six MPs voting
against the amendments, a far stronger NIA
will come into force. The paper says there is
“fear that in the name of the law, innocents
will be made victims..POTA should not be re-
peated.” The paper notes that the home min-

ister has said that “the government will not
allow innocents to be hurt, but doodh kajala,
chanchh ko phi phoonk ke peeta hai (once bit-
ten, twice shy). It is the government’s respon-
sibility to ensure that the vastly enhanced
powers of the NIA are not abused.”

Etemad, the Hyderabad-based daily of the
AIMIM speaks of the “misuse of the TADA and
POTA in the past” (July 17). “Our experience is
that people’s religious identity does play a part
inthem being charged for terror. The NIA get-
ting more powers is worrying. If the govern-
ment is serious about tackling terror, it must
not see the accused in the Hindu versus
Muslim frame, but purely through the lens of
law and order. But that does not seem possi-
ble.” The paper concludes: “The NIA is now
stronger to fight terror. But when the terror-
accused are discharged, the government does
not appeal. This reveals its two-faced nature”.

BUDGET

THE GOVERNMENT'S FIRST budget has been
received with disappointment.

Sahara’s editorial on July 9 focuses on the
share bazaar taking a massive hit.

Inquilab’s editorial on July 7 is titled;
“What does the budget have? Nothing
much.” It elaborates: “There is nothing for
tackling unemployment. And this coming
from party that was voted to office in 2014

on the promises of creating two crore jobs a
year. After re-election, it carries noting for
the youth.” The paper comes down sharply
onwhatit calls, “conditional talk”. The argu-
ment that if investments rise, jobs will also
increase is flawed, the paper contends.

Siasat on July 6 speaks of the budget “ig-
noring some important sections such as the
middle-classes and the minorities”. The
Budget doesn’t have new plans or new
schemes. “Jumlas have been focused on to
try and make the budget attractive but it has
ignored the expectation and hopes of the
masses,” the paper argues.

PoLITICS

MUNSIF ON JULY 11 speaks of the “lust for
power” in Karnataka.

Siasat has carried a series of editorials on
the issue. Its editorial on July 7 predicts that
“Operation Kamala is nearing completion”.
On July 10 it talks about “the end of political
values”. On July 13 it has another edit which
argues that the “political tug of war mustend”.

There is anguish on the problems faced
by the Congress. Munsifon July 13 talks about
the “Gandhi family’s ‘self-destructive’ strat-
egy.” It holds that “the Gandhi family cannot
leave the party mid-stream and cannot es-
cape ts responsibilities. Today, the country
needs a strong opposition like never

before..In being stubborn, the Gandhi fam-
ily could help the BJP realise its dream of
Congress-free India.” It elaborates: “What is
happening in Karnataka and Goa can spread
to other states.”

Siasat on July 9 talks about the 1990s,
“when (PV Narasimha) Rao controlled the
Congress but after the demolition of the
Banbri Masjid, there was a question mark
over the Congress’ future.” The paper speaks
of the two groups within the party, one close
to the “Hindu right-wing and another close
to the Nehruvian secularism.” It speaks of
the “several mistakes” made by senior lead-
ers that hurt the party and how the party
finds itself “speechless in the face of Modi.

TAILPIECE

THE PORTRAYAL OF cricket as war was crit-
icised by the Munsif the day after the cricket
World Cup semi-final, which India lost. The
paper is critical of the home minister invok-
ing the “surgical strikes” to describe India’s
victory against Pakistan. It says the use of war
rhetoric in sports puts unnecessary pressure
on the teams and also leads to demonisation
of Indian Muslims. It criticises a section asso-
ciating Prime Minister Narendra Modi with
India’s World Cup campaign.

Compiled by Seema Chishti
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WHAT THE OTHERS SAY

“The US president’s bigotry has a political purpose: to distract voters and
energise his base. He doesn’t care about the damage he might inflict in the

process.”

— THE GUARDIAN

Just window
dressing

By ignoring final numbers for 2018-19in
formulating budget estimates, government
has presented incorrect data

ARUN KUMAR

ANOTHER CONTROVERSY HAS broken out
about official data. This time it is the budget
data. The finance minister in her reply has
tried to explain it but issues remain. It is more
serious than the earlier controversies be-
cause it is related to data presented to
Parliament. The earlier controversies about
the correct GDP, unemployment-employ-
ment data, Mudra loan data and farmers’
suicide data did not pertain to whatis placed
before Parliament.

The Union Budget consists of major
items that are mandated by the Constitution.
Article 112 mandates that the Annual
Financial Statement be placed in Parliament.
It contains the data on expenditures and re-
ceipts of the Government of India for the
coming year (in the present case the contin-
uing year 2019-20).Itis also to give the data
for the current year (whichiis still provisional
and called the Revised Estimate) and in the
present case, the year 2018-19. It also gives
the actual figures for the earlier year (2017-
18). Why are these figures important?

The budget figures for the next year are
prepared a year in advance. So, the figures
for 2019-20 are estimated in 2018-19 (the
current year). Since the year is yet to start,
one canonly give the estimates for the com-
ing year. That is why the figures given are
called Budget Estimates. How are these es-
timates arrived at? The data for 2019-20 is
prepared on the basis of the data for 2017-18
and 2018-19.

But, there is a problem. While 2017-18
is fully over and its actual figures are avail-
able, the year 2018-19 is still in progress
so data is is provisional. It is called the
Revised Estimate — revised compared to
what was estimated in the budget when it
was presented.

In brief, the budget document gives the
Budget Estimates for the year for which the
budget is made, Revised Estimates for the
current year in which the budget is formu-
lated and the actual figures (though still not
fully final) for the one year prior to the cur-
rent year. The accuracy of the actual figures
and the revised estimates determines the
accuracy of the Budget Estimates. So, if the
Revised Estimates are not correct, there
would be an error in the Budget Estimates
for the next year. If the Revised Estimates
are incorrect then even the current year’s
budget arithmetic would turn out to be in-
correct with serious consequences for the
economy and more importantly for the ac-
countability to Parliament.

Article 113 of the Constitution requires
that the Lok Sabha vote on the estimates of
expenditure from the Consolidated Fund of
India, whichis a part of the Annual Financial
Statement and which is presented as

Demand for Grant for each ministry and de-
partment. Thus, if incorrect figures are
placed before Parliament, the vote would
also be on these incorrect figures.

The problem that has arisen with Budget
2019is that the Ministry of Finance has put
out incorrect figures for expenditures and
revenue. As already stated, a budget con-
tains estimates for the coming year so the
figures that are presented can change — es-
timates going wrong is not the issue. The is-
sueisactual available data is not utilised for
preparing the estimates for the coming year.
It can be argued that there is deliberate at-
tempt to mislead the Parliament. Let us try
to understand this.

The full budget for 2019-20 had the full
data for 2018-19, since the year was over on
March 31. This data was audited by the CGA,
whichis the government auditor. Inits report
presented in early June, it gave the final fig-
ures given to it by the Ministry of Finance. So,
the data put out by the CGA, atleastamonth
before the budget was presented, was avail-
able to the Ministry of Finance officials.

The data for 2018-19 showed that rev-
enue was short by Rs 1.6 lakh crore. One
could argue that when the interim budget
was presented on February 1, the full data
for 2018-19 was not available so the Revised
Estimates did not reflect the shortfall in rev-
enue. However, even this could have been
anticipated if the fact that the fiscal deficitin
December had already exceeded the annual
target was taken into account. The interim
budget showed that GST collections were
short by Rs1 lakh crore, so revenue shortfall
was already known.

Canthere be any excuse to just reproduce
the interim budget figures in July when the
Ministry had the data given to the CGA?
Further, the data was presented in the
Economic Survey, so why notin the budget?

If expenditures are kept at the level ear-
lier planned and revenue is short then the
revenue deficit and fiscal deficit will turn out
to be larger, but that is not the case in the fi-
nal budget. This can only imply that the ex-
penditures were cut. This leads toademand
shortfall in the economy.

Thereis further non-transparency when
the incorrect figures are used to calculate
the budget estimates for 2019-20. For in-
stance, revenue projection is that it would
grow by 25.6 per cent on the correct rev-
enue figure for 2018-19. Is that feasible in a
slowing economy? The budget is also
drawn on the basis of a GDP growth of 12
per cent while the interim budget assumed
it would grow at 11.5 per cent, while the
economy is known to be slowing down (to
about 9 per cent nominal growth).

In brief, if analysts argue that data has
been window dressed to show a better per-
formance of the economy, they are not
wrong. But, what should parliamentarians
make of it, unless the ministry puts out an-
other set of figures for the vote in
Parliament?

Kumaris Malcolm Adiseshiah Chair
Professor, Institute of Social Sciences and
author of Indian Economy since
Independence: Persisting Colonial

Demand for Grants. There is usually one Disruption
LETTERS TO THE EDITOR
UNSAFE CITIES
THIS REFERS TO the editorial, ‘The LETTER OF THE
crumbling city’ (IE, July 18). In the last WEEK AWARD

10 years, building collapses in several
cities have claimed the lives of many
people. The blame for these accidents
falls on municipal authorities who do
not take action against owners of un-
safe buildings. But at times, the hands
of municipal authorities are tied due to
political intervention. There should be
clear cut laws about old buildings so
that tragedies like the one in Mumbai
due not reoccur.

Sanjay Chawla, Amritsar

READING TOO MUCH?

THIS REFERS TO the article, ‘Towards so-
cial politics’ (IE, July 17). It was pleasure
toread the article, especially because the
author finds green shoots of social pol-
itics in the toxic soil of current politics.
The toxicity is aggravated by acts of peo-
ple who are supposed to water these
shoots. The reference to the 1970s is apt.
That was when Indira Gandhi tinkered
with the funding norms for political par-
ties, forcing the political establishment
toveer towards “other” funding sources.
Social politics may, however, not survive.
The overtures being “read” by the good
professor may actually be the machina-
tions of shrewd politicians. It is essen-
tial to correct the funding norms.
Vinod Dhall, Gurugram

IT’S SUPER

THIS REFERS TO the review of Super 30
by Shubhra Gupta (IE, July 12). The re-

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

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

view was disappointing. First, referenc-
ing “#me too” in relation to the film’s
director was not in good taste. Second,
people across the country have ad-
mired the movie for the performances
by Hrithik Roshan and its cast of actors,
as well as for its direction. The film
brings out with great dexterity the as-
pirations of the less privileged for qual-
ity education. By giving the film just two
stars, your critic may be depriving your
readers the experience of watching a
good film.

Lalit Bhasin, New Delhi
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Areprieve
Pakistan must recognise India’s resolve
in securing the safety of Jadhav
he judgment of the International Court of Justice
Tat The Hague in the Kulbhushan Jadhav case has
come as major relief for India, providing space
and direction for Pakistan to reconsider the ill-formed
process it pursued in convicting and sentencing to
death the former naval officer. In its judgment, the ICJ
ruled in favour of India’s petition on six counts, finding
that Pakistan was in breach of its own commitments to
the Vienna convention on consular relations, and also
rejecting its contention that the convention doesn’t ap-
ply to the charges of espionage and terrorism levelled
against Mr. Jadhav. Put plainly, the judgment castigates
Pakistan’s legal process against Jadhav ab initio: from
the initial failure to inform India of the arrest, besides
the failure to inform him of his rights, to provide him le-
gal representation, and to provide him an open and fair
trial. Pakistan’s leadership may choose to publicly re-
joice over the fact that the ICJ didn’t annul the trial or
direct a release, but the order should give it pause for
thought, and allow saner minds within its establish-
ment to order a comprehensive review of the trial pro-
cess, if not a full retrial. The IC] has worked with prece-
dents in the cases of Germany vs the United States
(LaGrand) and Mexico vs the United States (Avena), both
cases where it had ruled that the U.S. was in violation of
the Vienna convention, and ordered a “review and re-
consideration” of its process. Pakistan must realise that
it cannot now emulate the example of the U.S., which
defied the ICJ’s ruling, and work instead in good faith to
implement the ICJ’s detailed recommendations for an
effective process of justice for Mr. Jadhav.
Those recommendations, however, can only ensure
a fair trial process for Mr. Jadhav in Pakistan, and not
his release or eventual return home. For its part, New
Delhi must recognise that the verdict is only a breather,
a window of opportunity in which to open talks with Is-
lamabad, parallel to the trial review on Mr. Jadhav’s fu-
ture. Pakistan must recognise India’s resolve in secur-
ing the safety of its citizen, and any rash move to try and
put his sentencing into effect will cause deep and last-
ing damage to its own attempts to restart bilateral talks.
This will be even more difficult to do than it was when
Mr. Jadhav was arrested in March 2016, as at the time
Prime Minister Narendra Modi had just visited Lahore,
and despite the Pathankot attack the National Security
Advisers had maintained their backchannel negotia-
tions. India had yet to call off its participation in the
SAARC summit in Islamabad (which it did after the Uri
attack in September 2016), and the Foreign Secretaries
had met in Delhi to discuss the summit in April that
year. None of those avenues exists today, and new ones
will need to be built, if not for the sake of a larger dia-
logue process, for the sake of Mr. Jadhav, who has se-
cured a reprieve but still faces an uncertain future.

The threat of Ebola

The health emergency declared by the WHO
can counter the risk of a global spread

fter holding itself back on three occasions, the
AJWorld Health Organization has declared the Ebo-

a virus disease outbreak in the Democratic Re-
public of the Congo a Public Health Emergency of Inter-
national Concern. The outbreak in Congo, officially
declared on August 1, 2018, has killed nearly 1,700 peo-
ple and made more than 2,500 people ill. While cases
in other areas are reducing, Beni is the new hotspot.
The announcement of the health emergency comes
amid renewed concerns that the virus could spread to
other countries. A single imported case of Ebola in Go-
ma, a city in Congo with two million people and with an
international airport bordering Rwanda, served as a
trigger to finally declare a global emergency. Surpris-
ingly, the spread to neighbouring Uganda last month
did not seem to change the way the WHO assessed the
situation. Even when a handful of Ebola cases were con-
firmed in Uganda, all the infected people had travelled
from Congo and there had been no local transmission
or spread within Uganda — one of the criteria used by
the WHO to assess if an outbreak is a global emergency.
This is the fifth time that the WHO has declared a global
emergency. The earlier occasions were in February
2016 for Zika outbreaks in the Americas, August 2014
for Ebola outbreaks in western Africa, the spread of po-
lio in May 2014, and the HIN1 pandemic in April 2009.
Declaring an event as a global emergency is meant to
stop the spread of the pathogen to other countries and
to ensure a coordinated international response.

There have been several challenges in interrupting
the virus transmission cycle and containing the spread
—reluctance in the community, attacks on health work-
ers, delays in case-detection and isolation, and chal-
lenges in contact-tracing. But compared with the situa-
tion during 2014-2016, the availability of a candidate
vaccine has greatly helped. Though the vaccine has not
been licensed in any country, the ring vaccination stra-
tegy where people who come into contact with infected
people, as well as the contacts of those contacts are im-
munised, has helped . Of the nearly 94,000 people at
risk who were vaccinated till March 25, 2019, only 71 got
infected compared with 880 unvaccinated who got in-
fected. The vaccine had 97.5% efficacy; a majority of
those who got infected despite being vaccinated were
high-risk contacts. Owing to vaccine shortage, the
WHO’s expert group on immunisation has recommend-
ed reducing the individual dose to meet the demand.
What is equally important is for the G7 countries to ful-
fil their promise to the WHO to contain the spread. The
agency received only less than half of the $100 million
that was requested to tackle the crisis. The global emer-
gency now declared may probably bring in the funding.
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[nappropriate template for a legitimate target

The Economic Survey, while rightly calling for a rise in private investment, incongruously invokes the East Asian model

RAMKISHEN S. RAJAN
SASIDARAN GOPALAN

he recently-released Eco-
Tnomic Survey either glosses

over or ignores many acute
challenges faced by the Indian
economy — like the severe agrar-
ian crisis; the troubles of loss-mak-
ing and debt-ridden public sector
units; and the issues plaguing pu-
blic sector banks.

While the Survey is not incor-
rect in highlighting the impor-
tance of incorporating insights
from psychology into economics,
it is odd that this has been done so
late in the day. Many other coun-
tries like the U.K., Australia and
Singapore have for long being ap-
plying such points to policy design
and implementation areas and the
issue has been discussed in India
over the last few years as well. It is
unclear what added value the re-
port truly has to offer here.

One issue that the Survey right-
ly underlines is the need for India
to revive private investment if it is
to achieve the magical $5-trillion
economy status by 2024-25. Ho-
wever, what is odd here is that to
stress this, the document invokes
the age-old comparison between
India and East Asian countries. It
is rather strange that the Survey
brings up something that has been
taught in economic development
classes over the last two decades.

How the NIEs prospered
Here, a question that arises is: Can
the East Asian model help revive
India’s floundering investment
rates? Some crucial reminders are
worth underlining.

The East Asian model was large-
ly a story driven by the newly in-

OIC’s curious record on Xinjiang

dustrialised economies (NIEs) of
Singapore, Hong Kong, South Ko-
rea and Taiwan, and Japan earlier.

Specifically, the prime goal in
various NIEs from 1960s through
to the 1990s (prior to the Asian Fi-
nancial Crisis) was to raise gross
savings rates. While the rise in
household savings was partly due
to the positive demographic divi-
dend, a variety of other factors, in-
cluding macroeconomic stability,
low inflation, lack of social safety
nets, inability to leverage (due to a
highly regulated banking system)
and forced savings (fully-funded
Provident Funds) also played a
role. State-owned enterprises had
to operate with budget con-
straints. This, coupled with the fis-
cal discipline practised by the eco-
nomies, ensured that the public
sector did not crowd out private
savings and, in some cases, actual-
ly added to national savings.

Another goal was to ensure that
the private savings were actually
intermediated into the formal fi-
nancial system, failing which the
cost of capital would remain high
and the availability of capital for
investment would be low. To
achieve this, importance was gi-
ven to the establishment of a safe
and secure public sector banking
system (usually in the form of pos-
tal savings networks) where depo-
sits were guaranteed by the cen-
tral bank and interest incomes was
taxed lightly, if at all. The state-
owned banks were tightly regulat-
ed as financial stability was the
cornerstone of overall macroeco-
nomic stability.

Financial inclusion was encour-
aged, though the focus was on ac-
tual use of the deposit accounts
rather than just their opening.
While the manufacturing sector
was viewed as a growth engine
and open to export competition,
the banking sector, in all econo-
mies apart from Hong Kong, re-
mained tightly regulated and
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closed to foreign banks. Even Sin-
gapore initially adopted a dual
banking structure that sheltered
the domestic economy largely
from significant short-term bank
flows. It resorted to a calibrated
policy to allow fully licensed fo-
reign banks only in the late 1990s.

Tight financial oversight

So, while these economies were
generally successful in encourag-
ing savings, the cost of capital was
rather high, not unlike the pro-
blem in India today. To tackle this,
the East Asian economies under-
took financial repression — con-
ventionally understood as a ceiling
price keeping lending rates lower
than market equilibrium.

This, in normal circumstances,
would have led to disintermedia-
tion from the formal financial sys-
tem, a consequent reduction in
the quantity of financing and the
creation of a shadow banking sys-
tem. However, central banks of
these economies maintained tight
oversight, and selective capital
controls ensured that the low-
yielding savings did not leave their
countries of origin, while limited
financial development forestalled
the possibility of people looking
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for savings alternatives.

Along with these, the govern-
ments undertook sophisticated in-
dustrial policies to promote dom-
estic investment, much of which
was export-led (though not neces-
sarily free-market based). The go-
vernments understood that a ver-
tical industrial policy (of ‘picking
winners’) would not work without
a sound horizontal industrial poli-
cy (dealing with labour and land
reforms, bringing about basic lite-
racy and raising women’s partici-
pation in the labour force). Be-
sides, incentives also had clear
guidelines and sunset clauses and
mechanisms were in place to
phase out support. Thus, winners
prospered while losers were al-
lowed to fail.

In addition, the bureaucracies
of these East Asian economies had
what Berkeley sociologist Peter
Evans referred to as “embedded
autonomy”. This allowed the state
to be autonomous, yet embedded
within the private sector and ena-
bled the two to work together to
develop policies or change course
if the policies did not work. This
made industrial policy operate as
a process of self-discovery, as em-
phasised by Harvard economist

Dani Rodrik. It is the lack of this
embedded autonomy in the next-
tier NIEs of Malaysia, Thailand and
Indonesia that has been partly res-
ponsible for them being stuck in
the ‘middle income trap’.

Heterodox policies, reforms
Thus, much of the investment and
export acceleration in East Asian
countries was due to heterodox
policies and reforms that were
carefully calibrated, well-se-
quenced and implemented at a
time when the external environ-
ment was far less hostile than it is
today. These measures allowed
the nations to benefit from their
demographic dividends and trans-
form themselves into developed
economies in record time.

In contrast, due to political and
other compulsions, India’s re-
forms since 1991 have been rather
haphazard and of a ‘stop-and-go’
nature with perverse consequenc-
es, all of which has made it much
more challenging for the country
to take full advantage of its demo-
graphic dividend.

Successive governments have
neither had the tool-sets and the
policy space nor the embedded
autonomy needed to drive the in-
dustrial transformation as in the
East Asian countries.

Though measures like reducing
policy uncertainty; ensuring that
the fiscal expenditures do not
crowd out private savings and in-
vestment; enhancing the efficien-
cy of financial intermediation; and
dealing with land acquisition and
environment clearances are all es-
sential to reignite investment, we
do not need to invoke the East
Asian example to understand the
importance of these.

Ramkishen S. Rajan is a Professor at the
Lee Kuan Yew School of Public Policy,
Singapore. Sasidaran Gopalan is a Senior
Research Fellow at the Nanyang Business
School, Singapore

While the bloc has made repeated references to Kashmir, it has been ambivalent about China’s treatment of Uighurs
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dia became the ‘Guest of Ho-

nour’ at the 46th session of the
Council of Foreign Ministers of the
Organisation of Islamic Coopera-
tion (OIC) held in Abu Dhabi in
March. The final declaration es-
chewed the customary reference
to Jammu and Kashmir. This can
be considered unique since the
previous Dhaka Declaration in
May 2018 had contained this refe-
rence. Credit must go to the strong
personal and state-to-state ties
built by the Narendra Modi go-
vernment with important OIC
states, especially the UAE. At the
same time, one of the resolutions
did refer to Kashmir and ex-
pressed concern at the situation of
Muslims in India.

The OIC, representing 57 mem-
ber states and a population of
about 1.8 billion people, is the
world’s second-largest intergo-
vernmental organisation after the
UN and is committed to protecting
the interests of the Muslim world.
It routinely expresses solidarity

In an epochal development, In-

with Palestine, Iraq, Afghanistan,
Syria and Bosnia, as well as with
the peoples of the Turkish Cypriot
state, Kosovo and Jammu and
Kashmir.

However, the organisation,
while making repeated references
to Jammu and Kashmir, has tradi-
tionally disregarded the fact that
India is a democratic and secular
country, where every citizen is
protected by the Constitution and
is free to practise one’s religion. It
has also conveniently disregarded
the fact that India regularly holds
State and general elections, in-
cluding in Jammu and Kashmir.

Turning a Nelson’s eye

On the other hand, it has turned a
Nelson’s eye to the human rights
violations committed by its own
members, like the actions of the
Pakistani state in Balochistan.

However, the organisation’s re-
cord on China’s Xinjiang province,
which is in the news on account of
alleged violations of human rights
and curbs on religious freedom of
Uighurs and other Muslim ethnic
groups, is far more curious.

The main Abu Dhabi declara-
tion, like the Dhaka Declaration,
made no reference to China or its
Muslim minorities. Further, it is in-
triguing that one resolution
passed at Abu Dhabi chose to

“commend the efforts of the Peo-
ple’s Republic of China in provid-
ing care to its Muslim citizens”.
This would have come as a huge
relief to Beijing, especially after a
review held by the United Nations
Committee on the Elimination of
Racial Discrimination in 2018 had
claimed, citing credible reports,
that Beijing had turned the Uighur
autonomous region into “someth-
ing that resembles a massive in-
ternment camp”.

Earlier, a Human Rights Watch
report issued in September 2018
had also criticised Beijing’s poli-
cies in Xinjiang.

On its part, China has defended
its policies and claimed that its so-
called ‘internment camps’ are ac-
tually vocational centres meant to
“to educate and save [the local pe-
ople of Xinjiang] who were in-
fluenced by religious extremism”.
In its White Paper in November
2018, Beijing had projected Xin-

jiang’s culture as an integral part
of Chinese culture.

Anodyne appeals

All nations have a right to reject ex-
ternal interference in their inter-
nal affairs. However, while the OIC
remains critical of India, it is wary
of treading on China’s toes. Va-
rious OIC resolutions have, in the
past, referred only superficially to
the matter. For instance, the Isla-
mabad OIC meeting in May 2007
made only an anodyne request to
its Secretary General “to make
contact with the Government of
China” on the matter “and to sub-
sequently report on these consul-
tations”. The Baku OIC resolution
of June 2006 made an appeal “to
give special attention to the condi-
tions of Muslims in East Turkistan
(Xinjiang) and to examine the pos-
sibility of working out a formula
for cooperation with the Chinese
Government”.

China has resented the use of
the term “East Turkistan” in OIC
documents, reminiscent of the
banned East Turkestan Islamic
Movement of separatist Uighurs
from Xinjiang. Yet, Beijing has en-
gaged the OIC and just before the
Abu Dhabi meeting, it welcomed
an OIC delegation to Xinjiang, a
development which perhaps
played a role in the OIC ‘com-

mending’ China.

The organisation remains mind-
ful of how far it can go with its crit-
icism of Beijing considering that
China is a major power, a perma-
nent member of the UN Security
Council, a large market for hydro-
carbons and a source of arms and
investment. Moreover, China re-
frains from preaching to others
about human rights or systems of
governance.

As China’s continued import of
oil from Iran suggests, countries
under U.S. pressure and sanctions
often turn to China for relief. In re-
turn, they do their best to guard
China’s interests at the OIC.

However, OIC countries, under
the influence of Pakistan, support
resolutions against India despite
having excellent bilateral ties with
the country. Recent developments
— a call from Pakistan’s Minister
for Religious Affairs Pir Noor-ul-
Haq Qadri urging China to lift res-
trictions on Muslims in Xinjiang
and Jamaat-e-Islami Pakistan chief
Sirajul Haq’s raising concerns
about the Uighur issue with the
Chinese Ambassador — must,
hence, have come as deep embar-
rassment to the OIC.

The author is director general of the
Institute for Defence Studies and Analyses,
New Delhi. Views expressed are personal
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ICJ verdict

The International Court of
Justice (IC])’s verdict
directing Pakistan to
“review and reconsider”
the conviction and death
sentence of Kulbhushan
Jadhav is baffling on several
counts (Front page,
“Review Jadhav sentence,
grant consular access, ICJ
tells Pak.,” July 18). Despite
having held unequivocally
that Islamabad committed
gross violation of both the
Vienna Convention and the
International Covenant on
Civil and Political Rights, it
is surprising that the court
still thought it fit to only
suspend the execution,
instead of annulling the
sentence. Also, by
refraining from spelling out
how Pakistan should go
about ensuring a review,
the court has allowed the
country to conduct another
trial in a military court.

Given Islamabad’s
intransigent position on the
issue and the strained
nature of India-Pakistan
relations, it would require
extraordinary political and
diplomatic acumen to
ensure justice for Mr.
Jadhav. Euphoria on the ICJ
judgment is thus a bit too
premature.

S.K. CHOUDHURY,
Bengaluru

u Thanks to the Vienna
Convention and a well-
coordinated legal defence
before the ICJ, India was able
to realise the immediate
objective of getting a stay on
the death sentence handed
out to the former Indian
naval officer Kulbushan
Jadhav by a Pakistani military
court. While celebrating the
ICJ’s verdict, India should
take care to avoid any
triumphalist drum-beating
because there is a long way

to travel, legally and
diplomatically, before the
ultimate goal of securing Mr.
Jadhav’s release can be
secured. Once India exhausts
the remedies provided for by
international laws, the ICJ
will have no option other
than tossing the case back to
Pakistan’s civilian courts. It is
not known whether India
possesses any trump card in
the form of a bargaining
chip, but in the end, only a
thaw in the frozen India-
Pakistan ties can open the
doors for Mr. Jadhav’s return.

V.N. MUKUNDARAJAN,
Thiruvananthapuram

m The IC] verdict is only a
temporary relief for Mr.
Jadhav as his fate now
depends on what Pakistan’s
arbitrarily assembled
military courts decide. While
consular access could
provide moral support, it is
not difficult to foresee the

outcome of a ‘review and
reconsideration’ by a
military court. India should
continue to make all out
efforts through diplomatic
channels and put pressure
on Pakistan to free the
retired Naval officer.

KOSARAJU CHANDRAMOULI,
Hyderabad

SC decision

In this struggle among
parties for political power,
the interests of voters have
been totally forgotten
(Editorial, “Balance and tilt,”
July 18). A legislator gets
elected by people as a
representative of a given
party. Once chosen, he has
to obey the party’s whip.
Further, if he wants to join
some other party, he should
resign from membership of
the legislature and seek
re-election. The Supreme
Court, by giving an interim
order that the dissident

legislators cannot be
compelled to attend the
Assembly, has only
considered the rights of the
MLAs and overlooked the
rights of the voters. The
ruling will undermine India’s
multi-party democracy and
promote horse-trading.

S.S. RAJAGOPALAN,
Chennai

Extra run

The two on-field umpires
during the World Cup final
should have halted the game
for a moment if they had any
doubt on the total number of
runs to be awarded after the
overthrow. That they did not
consult the television umpire
is a bit puzzling. ‘Cricketing
sense’ did not prevail at that
crucial stage and it is
unfortunate that such a
bizarre incident enabled a
team that was probably
losing to win the World Cup.
Ben Stokes should also have

insisted on an intervention
by the third umpire (“Did
cricketing sense prevail in
World Cup final,” July 18).

V. LAKSHMANAN,
Tirupur

Tech-averse state

The knee-jerk manner in
which the Indian
government reacts on being
confronted with
technological changes needs
arethink. While other
nations are formulating
progressive policies on the
use of technology, India
suffers from the ailment of
technological parochialism,
whose cure lies in education
of policymakers and greater
involvement of
entrepreneurs in
policymaking. (“The benefits
of blockchain,” July 18).

SUPREETH K.,
Bengaluru

MORE LETTERS ONLINE:
www.hindu.com/opinion/letters/
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Does the anti-defection law serve any purpose?

The law is against the principles of representative

democracy and needs to be reformed

The Supreme Court has held that it
is the Speaker’s discretion to decide
on the resignations of the 15 dissi-
dent MLAs belonging to the Con-
gress-Janata Dal (Secular) coalition
government of Karnataka as and
when he considers appropriate.
What is the right course of action
for the Speaker? Srinivasan Ra-
mani discusses the political saga in
the State with P.D.T. Achary and
M.R. Madhavan. Edited excerpts:

Mr. Achary, the Supreme Court
has said that the Speaker has
complete discretion in deciding
on the resignations of the
MLAs. While the Speaker has
the duty to verify the voluntary
nature of the resignations, does
this mean he can question the
letters of resignation that were
handed over to him in person
even if they were in the
prescribed format?

P.D.T. Achary: Yes, certainly. Un-
der Article 190(3) of the Constitu-
tion, the Speaker has to satisfy him-
self that the resignations are
voluntary and genuine and can re-
ject them if he feels they are not.
The Speaker has absolute discretion

in this matter.

In this case, the legislators have
filed sworn affidavits in the
court saying they have resigned
voluntarily. Should this not put
the matter to rest?
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P.D.T. Achary
is former
secretary-general
of the Lok Sabha

M.R. Madhavan
is president of PRS
Legislative Research

PDTA: The Constitution is clear on
i \ this. Only the Speaker has the dis-

cretion to decide whether the resig-
nations were voluntary or genuine.
No other constitutional authority
can decide this.

Mr. Madhavan, in the specific
case of Karnataka, the
legislators have resigned saying
they do not have confidence in
the current government. The
argument being made by their
detractors is that these
resignations are aruse to evade
disqualification. What is your
position on this?

M.R. Madhavan: There are far
more fundamental issues to be dis-
cussed here. All the institutions in-
cluding the legislature and the judi-

ciary follow certain rules based on
the Constitution. But beyond that,
there are certain conventions and
assumptions under which these in-
stitutions operate. For example, the
Speaker... there are only a certain
set of rules to be followed by him/
her. Beyond that, there is an as-
sumption that the Speaker is a neu-
tral person and acts in good faith.
Unfortunately, that assumption has
been broken into pieces in our
country.

In the last Parliament, there was
a no-confidence motion tabled by a
set of MPs. The Speaker refused to
consider this saying there was too
much disturbance in the Lok Sabha,
but during the same period allowed
the Finance Bill to be passed with-
out discussion. In the elected House
prior to this, a similar incident oc-
curred in the way the Reorganisa-
tion Bill [that bifurcated Andhra
Pradesh] was passed. In the States,
in the last Andhra Pradesh Assemb-
ly, for example, four MLAs who offi-
cially belonged to the YSRCP were
in the Cabinet led by Chandrababu
Naidu [of the TDP]! Yet the Speaker
did not act on their disqualification.
What more proof was required to
prove that they had switched sides?
There is therefore the problem of
lack of ethics, and the judiciary can-
not do much about this.

In the Karnataka case, the Su-
preme Court would have embroiled
itself in a political crisis and did the
right thing by allowing the Speaker
the discretion to rule on the resigna-
tions.

Mr. Achary, as Speakers
generally belong to the ruling
party, they have tended to act
less as neutral institutions. In
some instances, despite clear
cases of defections, Speakers
have refused to act. Is this not
against the spirit of the anti-
defection law?

PDTA: Yes. Speakers have not acted
as impartial umpires generally on is-
sues related to defection. There is a
basic assumption in the Tenth Sche-
dule that the Speaker will decide
things on merit and be impartial. In-
variably, they come from ruling par-
ties — Somnath Chatterjee being the
Speaker in UPA-1 was an exception.
There have been many issues on

K. MURALI KUMAR

which Speakers have not acted — sit-
ting on cases of defection, the way
they have conducted proceedings,
etc. The anti-defection law is han-
dled by politicians. Also, there have
been demands that it should be han-
dled by the Election Commission;
politicians have resisted it. They
[politicians] being what they are,
they have dealt it in their own way.

In the case of Karnataka, there
are issues which are quite impor-
tant. The Supreme Court has said
that the Speaker will have the dis-
cretion to decide upon the resigna-
tions and after that, he has to con-
vey it to the Supreme Court. I have
some reservation about this. The
Speaker has the authority to decide
upon the resignations and no out-
side authority should come into the
picture. Merely because the matter
was brought to the Supreme Court
and the court has given an interim
order doesn’t mean that the Speak-
er’s decision should be conveyed
back to the court. What happens if
the Speaker rejects the resignations
— and I think there are reasons for
doing so in this case? What does the
Supreme Court do?

The other part of the order was
that the members are free and no-
body can be compelled to enter the
House. The ruling party and other
parties have the right to issue a whip
to their members to attend the
House and vote on a measure. [ am
not able to understand this part of
the order. Suppose the MLAs who
have resigned do not attend the pro-
ceedings despite the whip, they
should be bound to face the conse-
quences. I think this part of the Su-
preme Court order is problematic.

Mr. Achary, the penalty for
defection is disqualification.
Doesn’t the member, therefore,

c) The law is clear: mergers
are between two parties
and two-thirds of the
members will agree to the
merger. Now the practice is
the other way around —
two-thirds of the members
or more move out and then
merge with the new party

have the right to join another
party after resignation? Can a
Speaker prevent the member
from resigning only to hold him
guilty for defection?

PDTA: I think the petitions under
the Tenth Schedule in these cases
were given much before the resigna-
tions. Cases for anti-defection were
filed before the resignations came
up. Suppose the Speaker refuses to
accept the resignations, they will
continue to remain members of the
ruling party [the Congress] and the
party has the right to issue a whip.
And if they don’t attend the House,
they will face the consequences.
That is the law. But in Karnataka, ev-
ery day something new emerges — a
trust vote followed by a possible fall
of the government and so on. It is
difficult to know what lies ahead in
such a fluid situation.

Mr. Madhavan, considering the
Speaker is not an impartial
person in practice, shouldn’t
the anti-defection law be
implemented by an authority
such as the Election
Commission? Or should there
be a time frame to decide upon
actions related to the anti-
defection law?

MRM: The Election Commission
being impartial is another assump-

tion, probably a reasonable one. But
I think looking for another institu-
tion to decide on this process is to
look for a bureaucratic solution to
what is essentially a political pro-
blem. The whole problem arises in
the anti-defection law itself, which
goes against the principles of repre-
sentative democracy.

If you go back to 1774 to Edmund
Burke’s famous speech on represen-
tation, he said that the representa-
tive should think of what is good for
the country and not just for his con-
stituents. Similarly, there is a fa-
mous speech by Winston Churchill.
For him, first came the nation, then
the constituents, and then the par-
ty. What we have done with the anti-
defection law is that we have made
every MP or MLA a slave of the party
leadership. Invariably, we have con-
verted a parliamentary system to a
de facto presidential system be-
cause the head of the executive who
happens to be the Prime Minister al-
so controls the majority party in the
legislature. In essence, the execu-
tive and the legislature seem to have
merged. We have chosen the parlia-
mentary system, but the anti-defec-
tion law has hollowed out the delib-
erative aspect of representative
democracy. To me, there is one so-
lution: delete the Tenth Schedule.

Mr. Madhavan has a strong view
that the anti-defection law has
reduced the legislator to a
figurehead of the party
leadership and is against the
deliberative nature of
parliamentary democracy. But
at the same time, there is an
expectation that legislators
delineate themselves on ideas
and issues, which is why they
go to elections for a mandate on
the party ticket. Defections
reduce them to individuals who
seek the loaves of power to
move from one party to
another. Mr. Achary, how
would you address these two
aspects and what is your view
on the anti-defection law as it
exists?

PDTA: When the anti-defection law
was passed, people were very afraid
about the curbs on freedom of ex-
pression and speech of the legisla-
tors. The evil that was staring us in
our face then was the “Aaya Ram,
Gaya Ram” business which was
shaking up the entire party system.

In order to put an end to this and to
preserve the party system, the law
came about, with some important
weapons for the political party. But
there are some provisions that are
problematic. The law says, for ex-
ample, that even if a legislator has
been expelled by a party and conti-
nues to be a member in the legisla-
ture, he/she will still be held against
the party whip and could be dis-
qualified if he/she voted against the
whip’s directions. This is illogical.

The Supreme Court has said that
when the party issues a whip, it
must be for a very important legisla-
tive measure or a trust vote on
which the government’s survival is
at stake, for example. For all occa-
sions, parties need not issue a whip.
I don’t think parties are clearly
aware of this. I know instances
when the Parliament Secretariat
had to circulate this decision by the
court to parties. Whips should be
used only for crucial issues.

So, both of you agree that there
is a problem with political
culture that well-thought-out
laws or institutional
corrections cannot address?

MRM: I agree to an extent. We cer-
tainly need well-thought-out laws.
But I think on the question of defec-
tions and other acts, the larger so-
ciety and the electorate need to act
on this kind of political culture. Le-
gislators who act in unscrupulous
ways should be voted out in subse-
quent elections. That is how democ-
racy is supposed to work.

PDTA: The anti-defection law
needs to be looked into again by the
lawmakers and reformed in light of
the experience of its implementa-
tion since 1985. There have been a
large number of cases of defections
and [look at] how they have been
handled. Lately, we have seen peo-
ple moving out of parties in large
numbers and eluding disqualifica-
tion by suggesting that they have
merged with a new party. The law is
clear: mergers are between two par-
ties and two-thirds of the members
will agree to the merger. Now the
practice is the other way around —
two-thirds of the members or more
move out and then merge with the
new party. The law is made to stand
on its head by the legislators. In the
light of this, if the law, the way it is,
has to go, I would agree with that.

A journalist’s right to loiter

The intent of the Finance Ministry seems to be to
know which official met which journalist and when

ANURADHA RAMAN

Any reporter worth her beat will tell
you that the fine art of loitering is a
very useful tool in journalism. It is
cultivated with patience and honed
with experience. Even before the no-
tebook and pen are fished out for a
briefing, it is the wait in corridors
that helps ‘beat’ reporters forge rela-
tionships with the powers-that-be.

When journalists loiter
around a Ministry, they
get to speak to a range of
people — the support staff
who fetch tea for the Mi-
nister’s guests, the people
meeting the Minister, and
the senior officials in the
Ministry. Sometimes, eye
contact with an official al-
lows a journalist access to the official.
We journalists earn our spurs when
the support staff of a Minister recog-
nise us enough to share driblets of in-
formation that others don’t hear. Fa-
miliarity with the ecosystem comes
from pottering about.

So, it came as a shock when Fi-
nance Minister Nirmala Sitharaman
made permanent a diktat which was
meant to be temporary — namely,
keeping the media out as delibera-
tions on the Budget were under way
—and said that a procedure has been
put in place for “streamlining and fa-
cilitating” the entry of media persons
inside the Ministry of Finance. She la-
ter clarified that there was “no ban in
place” for journalists, including
those accredited by the Government
of India, to enter the Ministry, but
that journalists cannot meet officials
without prior appointment. This is
an unfortunate development. It is the
fundamental right of the citizens of
this country to be informed about the
government, and there are profes-
sionals trained in the dissemination
of news.

Anonymous sources

During the Atal Bihari Vajpayee re-
gime, senior Ministers of the Cabinet
did not bother about journalists wait-
ing around in the corridors of Shastri
Bhawan. Often, a Minister would call
a reporter loitering in the corridor in
for a chat that was informal and com-
pletely off the record. We could get

CM
K

Ministers to comment on issues and
report on them. We could write
about the meeting without attribut-
ing the information to the Minister.
Secretaries would inform Ministers
when they saw us waiting. Joint se-
cretaries would not shoo us away.

All this was made possible for jour-
nalists with accreditation. A Press In-
formation Bureau card is given after
the credentials of a reporter — a mini-
mum of five years of work
experience in a news or-
ganisation and residence
proof — are vetted by the
Ministry of Home Affairs
and verified by the police.

No journalist walks into
an official’s office unless
she is allowed. At best,
journalists keep a watch-
ful eye on the visitors walking in with
appointments and even throw a
question at them as they came out of
their appointments. Journalists do
this after making calls to their sourc-
es to check the visitor’s list.

Keeping watch

The intent of the Ministry seems to
be to know which official met which
journalist and when. One of the
tricks of the profession is to call on
the information officer and on that
pretext meet the source. But what
the Finance Ministry wants to do is to
track down critical news to the
source. Often, officials are willing to
part with information only if they are
not named in the report. The Minis-
try’s decision will not only curtail
press freedom, but also prevent offi-
cials from revealing any information
to journalists they trust.

As the Editors Guild said, there is
“no dispute with the Ministry that
journalists should behave with res-
traint and responsibility while enjoy-
ing their access to the Finance Minis-
try” but “a blanket order is not the
answer”. It is a pity that the Ministry
has issued such an order, especially
at a time when India’s ranking in the
World Press Freedom Index has fal-
len by two ranks to 140 out of 180
countries.

The writer is an Associate Editor at The
Hindu
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Rising above sports fandom

Wimbledon ensures that reporters conceal their loyalty towards a player

N. SUDARSHAN

To be a Rafael Nadal fan is
to be an underdog. It feels
unreasonable, for Nadal is
an 18-time Grand Slam
champion and a serial win-
ner. But in a universe full of
Roger Federer supporters,
I have often felt like a mere
speck. The American wri-
ter David Foster Wallace
didn’t help matters, as his
famous 2006 essay, pu-
blished in The New York
Times, titled ‘Roger Feder-
er as Religious Experience’,
made it unfashionable to
root for Nadal. “A classic is
something that everybody
wants to have read and no-
body wants to read,” Mark
Twain once said. Wallace’s
classic was something I
didn’t go anywhere near.
Wimbledon 2019,
though, changed certain
things. Federer and Nadal
were drawn to meet in the
semifinals for what could
potentially be their first on
grass since that iconic clash

in 2008. Once the draw
held good, friends and fa-
mily told me to feel
“blessed” and “privileged”
that I could watch it live. To
be sure, I was. But as a re-
porter deputed to cover it, I
had to shed the mask of a
fan. In fact, 13 of the duo’s
40 meetings have come af-
ter I turned a journalist and
I have had to write about
many of them dispassion-
ately. But not once before
was I pressured to look the
part even as the spectacle
was unfolding.

In a way, sports journal-
ism, more than others, can
tolerate some subjectivity
but not of the kind that
clouds perspective. As my
previous Sports Editor, the
late Nirmal Shekar, once
wrote to all of us, “Sports
stories are by nature sub-
jective. They need you to
editorialise. Even the smal-
lest things, putting down a
wicket to poor judgment
instead of sloppy execu-
tion, for example, is a judg-

ment call — drawn, of
course, from a thorough
understanding of the sport
you are writing about.”

To rise above sports fan-
dom is to be accountable,
shed biases and provide a
fair, comprehensive ac-
count of events and act in-
dependently. On that Fri-
day, I had to suspend the
disbelief that Nadal could
lose, even on Federer’s fa-
vourite surface, despite the
Swiss being better on the
day, disregard the queries
from fellow Nadal fans —
there were, of course, only
three of them — as to what
had come over their hero,
and report on it.

Wimbledon, which priz-
es its etiquette more than
any other sporting event,
thankfully had a way of set-
tling such nerves. “No
cheering or clapping from
the press box please,” a se-
curity officer never tired of
telling us. Appreciating a
well-executed stroke, be it
by any player, shouldn’t

ideally cast aspersions on
your professional integrity.
But Wimbledon’s way of
ensuring fairness is by shut-
ting down even a modicum
of applause from the me-
dia. So much so that the
press was forced to watch
even the rise of the irresisti-
ble 15-year-old American
Cori Gauff in relative
silence.

That probably helped
me during the Federer-Na-
dal match. The Spaniard
lost a manic first set, but
like him, I was engrossed in
finding answers, with an
unforgiving deadline also
looming. The ending was
climatic, but it was impor-
tant to stay detached and
worry only about fitting all
the important details into
the copy. It was not until I
sat in the Nadal press con-
ference that the result truly
sunk in. The irrational
sense of loyalty, however,
never made a reappea-
rance and I can only thank
Wimbledon for it.
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FIFTY YEARS AGO JULY 19, 1969
Meagre rise in profits of banks

The working results of scheduled commer-
cial banks for the first six months of 1969 are
yet to be published by many banks as there
has been some delay in finalising the ac-
counts. But the earnings of two major insti-
tutions, which have been published, seem to
indicate that even with a spectacular growth
in deposits, it has not been possible to im-
prove profitability significantly as working
expenses have been rising and heavy expen-
diture is also being incurred on the opening
of new branches. But there would have been
a higher level of gross income if available
funds could be used. As the heavy expansion
of credit against foodgrains has been effect-
ed mainly by the State Bank of India, the cre-
dit-deposit ratio of other banks particularly
has tended to decline and there has been a
heavy accumulation of surplus resources.
The banking system, however, is in a posi-
tion to derive good benefit out of the sizable
additions to working funds, if as a result of a
revival in economic activity there was an In-
crease in demand for funds.

A HUNDRED YEARS AGO jULY 19, 1919.

Hockey at Madras. YM.C.A. vs. YM.LA.

A rather tame game was witnessed in this
match, which came off last evening [July 17]
on the Y.M.C.A. grounds, the visitors even-
tually scoring an easy win by 4 goals to 1.
They no doubt proved a bit too good for
their rivals, but it was by no means a high
standard of hockey that they displayed, for,
as it was, the forwards all with the exception
of Kesavan looked lifeless, while the defence
too were not without their faults, the halves
particularly being out of place time and
again. As for Kesavan he was however lively
all and tricky too but it was all not to much
avail for he seemed to think that he alone
could do the trick and failed more often than
not naturally. Now about Lakshman Rao, he
was slow, in fact very slow, and uncertain
too in front of goal for want of practice ob-
viously, but he was unquestionably the least
selfish of the lot and made some very good
passes now and again. Coming now to the
halves Ramaswami was without doubt the
stand out man, but he must give up the idea
of mixing with the forwards on the half
chances of scoring, if he really means to
serve his side best. Then regarding the backs
M.V. Ramanjulu and Sankaran, they looked
safe enough last evening, but they have yet
to be tested however to know their real met-
tle.

A ND-NDE
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