8 ISSUES AND INSIGHTS

The Budget, the Survey and the trilemma

The EconomicSurvey correctly argues for investment-led growth. The Budget understandably
wants to tap a cheap pool of global savings. But can these co-exist?

INSIGHT

SAIJID Z CHINOY

wo big themes emerged from
I this year’s Economic Survey and
Budget — one explicit and the
other more implicit. The Survey explic-
itly batted for re-stoking investment-led
growth. This is foundational. As the con-
trasting experiences of Latin America
and East Asia — as well as India’s own
experience in the mid-2000s — have
revealed, strong growth can only be sus-
tained when underpinned by private
investment. Bursts of consumption-
driven growth are unsustainable
because they inevitably spawn imbal-
ances, either domestic (higher inflation)
or external (wider current account
deficits). An investment-led strategy
therefore has to be the lynchpin for sus-
tained 8 per cent growth.

Meanwhile, a key theme emerging
from the Budget was a conscious strate-
gy to rely on greater foreign savings.
Hence the Budget enumerated a series
of measures to attract more FDI, foreign
portfolio investment, and issue a
sovereign dollar bond. The motivation
is unsurprising. With household savings
declining in recent years (as households
have dipped into savings to support con-
sumption growth) and the public sector
using up virtually all household finan-
cial savings, concerns about private sec-
tor crowding-out have progressively
risen. On the flip side, the global inter-

est-rate cycle has turned again in 2019
with G3 central banks expected to ease
further. Why not tap cheap foreign sav-
ings to fill the gap?

While this may alleviate short-term
domestic pressures, a medium-term
strategy to harness foreign savings is
incompatible with an investment-led
strategy to drive domestic growth. Why
isthat? Because an investment-led strat-
egy is necessarily an export-led strategy.
Here’s why.

Investment & exports

If the investment rate has to rise, the
domestic savings rate must rise in tan-
dem. If not, the current account deficit
(which is just the investment-savings
gap in an economy) will balloon,
increasing macroeconomic uncetrtainty
and choking off the very investment that
is needed. However, if the savings rate
has to go up, by construction, consump-
tion to GDP will have to come down.

But if consumption to GDP is coming
down why would the investment rate
be presumed to go up? Why would
entrepreneurs accelerate investment if
consumption growth is slowing? Only
if exports — the other driver of demand
— are growing rapidly to make up the
difference. And therein lies the key:
That for any investment-led model to
sustain, it must necessarily be driven
by strong exports growth. Otherwise the
model is internally inconsistent and
unsustainable. Therefore no country
has experienced close to double digit-
growth without investment and exports
acting in concert.

This combination is exactly what
drove India in the mid-2000s. Between
2001 and 2006, GDP growth averaged
almost 8 per cent, and investment
growth averaged 16 per cent a year.
Guess what drove investment? Exports
— which grew 20 per cent a year in those
years. In contrast, private consumption
grew at 7.2 per cent — less than GDP

Rating agencies:

The onusis on the CRAs to come out clean or face
the wrath of the markets and live in shame
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BANKER'S TRUST

TAMAL BANDYOPADHYAY

he findings of the interim report
T of a forensic audit by Grant

Thornton, an audit, tax and advi-
sory firm, engaged by the board of the
disgraced Infrastructure Leasing and
Financial Services Ltd (IL&FS) — detail-
ing the gifts and favours that the senior
professionals of credit rating agencies
(CRAs) have allegedly enjoyed to keep a
rotting company on a high pedestal —
exposed the soft underbelly of India’s
rating industry.

Till the findings of the report trickled
down in the media, the CRAs were criti-
cised for basking in the cool comfort of
their offices, oblivious of the ground real-
ities; they miserably failed in their due
diligence and acted only when the writ-
ing on the wall was visible to the entire
world. The alleged corrupt practices
indulged in by the rating officials add a
dirty dimension to this.

Both Icra Ltd and Care Ltd have asked
their chiefs to go on leave till the investi-
gations are complete. India Ratings and
Research Pvt Ltd has said the senior

director in its parent firm, Fitch
Singapore, is no longer an employee
even as Crisil Ltd has distanced itself
from the IL&FS saga, saying it has noth-
ing to do with it.

Let’s take a look at the cultural roots
of the CRAs. The big three — Crisil (1987),
Icra (1991) and Care (1993) — have all
been promoted by now-defunct devel-
opment financial institutions — ICICI
Ltd, IFCI Ltd and IDBI, respectively. The
secretariat of then ICICI chairman HT
Parekh followed an informal process of
accepting gifts. Every Diwali and New
Year gift was numbered and kept in the
conference room of the office till they
were distributed through a draw among
peons, gardeners, canteen boys and
sweepers. The gifts were also sent to an
orphanage at Girgaum, southern
Mumbai. And, of course, the chairman’s
secretariat would send a “thank you”
note to all senders, requesting them not
to continue with the ritual in future. I
am not aware of the processes followed
by IFCI and IDBIL

In the beginning, the bosses of all the
rating agencies represented the spon-
sors and eminent professionals were on
their boards. The rating committees
were constituted with members of the
boards and care for ethics was an obses-
sion. The late R Ravimohan, former MD
and CEO of Crisil, once remarked:
“Credibility is the most valuable asset
on our balance sheet; unfortunately
accounting standards do not permit
recording and valuing the same.”

Other rating agencies such as Acuité
Ratings & Research Limited (formerly
SME Rating Agency of India Ltd, pro-

growth — such that consumption-GDP
fell and the savings rate went up to help
finance investment. India became
China-like in the mid-2000s, till the
global financial crisis hit.

We need an encore. For strong
growth to sustain, India will need sus-
tained investment. But for investment
to be sustained (and financed at home)
India will need exports to fire.

Exports & the exchange rate
And herein lies the tension. If growth is
to be driven by exports, it’s incompatible
with an excessive reliance on foreign
savings (and the associated capital
inflows) that will put upward pressure
on the exchange rate. There
isacasual belief in India that
exchange rates don’t matter
for exports. However, as we
have previously shown in an
empirical analysis at the

the REER depreciated almost 10 per
cent in 2018, but more than half of that
depreciation has reversed in recent
months. All told, therefore, the REER
is still almost 15 per cent stronger than
it was five years ago. Some could argue
this is not worrying because it simply
reflects higher productivity growth in
India. But that hypothesis does not gel
with the fact that India’s underlying
current account balance (ex oil and
gold) has consistently worsened over
the last five years — suggesting exter-
nal competitiveness is increasingly
under pressure. If the REER was
reflecting productivity gains, compet-
itiveness wouldn’t be getting progres-
sive threatened.

A medium-term
strategy to harness
foreign savings is
incompatible with an
investment-led

The exchangerate &
the trilemma

It will be hard enough to
boost exports in a world

India Policy Form, exchange strategy to drive of slowing growth and
rates — along with global domesticgrowth.Why rising protectionism
growth —areacrucial deter- is that? Because an and nativism. What

minant of India’s exports.

Export growth surged
between 2005 and 2011,
growing at 14 per cent a year.
Since then, they have slumped to 4 per
cent average growth. Some of this is,
undoubtedly, because of both slowing
global growth and deglobalisation. But,
as we have shown in our IPF paper, some
of the export slowdown is also
attributable to the 20 per cent apprecia-
tion of the real effective exchange rate
(REER) between 2014 and 2017. To be
fair, there was little policymakers could
have done to prevent the appreciation
because it was the upshot of a large, pos-
itive terms of trade shock to the econo-
my from lower crude prices along with
strong capital inflows which — as theory
suggests — should cause both actual
and equilibrium real exchange rates to
appreciate.

As crude prices climbed back up,

investment-led
strategy is necessarily
an export-led strategy

India doesn’t need is for
the exchange rate to
compound the chal-
lenge. It’s therefore
important for policy not to inadvertently
induce further appreciation pressures.
The real exchange rate is impacted by
several factors: productivity differen-
tials, terms of trade, government spend-
ing, and capital inflows/net foreign
assets. Therefore, any policy that aggres-
sively attempts to attract capital inflows
risks inducing more appreciation. In
2017-18, for example, capital flows
surged to 3.5 per cent of GDP pushing
up the broad REER by almost 5 per cent
that year alone.

But couldn’t the RBI intervene to
prevent appreciation? For starters,
because the real exchange rate is driven
by fundamentals, the central bank can-
not meaningfully influence it over any
length of time. Second, even when
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attempting to influence the nominal
exchange rate, the central bank comes
up against the trilemma. With India’s
need for independent monetary policy,
the more the capital account is open,
the less control policymakers will have
over the exchange rate. To be sure, ster-
ilised intervention does give the RBI
some degrees of freedom, but this is not
without distortions. Over the last two
months, for example, India has
received strong capital inflows after the
decisive May election result. On its part,
the RBI has intervened aggressively to
prevent a rupee appreciation. Much of
this has been sterilised by paying for-
wards in the foreign exchange market.
But this has also contributed to pushing
up the forward premium, which will
disincentivise corporates and
importers from hedging, risking finan-
cial instability. Similarly, had the RBI
intervened only through buying dollars
in the spot market and then soaked out
the liquidity through OMO sales, it
would have pushed up domestic bond
yields, and potentially attracted more
“carry inflows”. In other words, there’s
no free lunch.

All told, therefore, a strategy that
relies on foreign savings risks putting
more upward pressure on the real
exchange rate and impeding export
growth, at a time when exports will have
to catalyse investment.

So what should authorities do? First,
don’t resist rupee depreciation, particu-
larly if the Chinese yuan is also depreci-
ating, because India’s greatest competi-
tiveness concerns are vis-a-vis China.
Second, avoid excessive reliance on for-
eign savings. Instead reduce total public
sector borrowing so that more domestic
savings are available to finance domestic
investment. Once investment gets a fil-
lip, savings will rise in tandem given their
pro-cyclicality. Third, double down on
factor market reform, infrastructure and
transportation logistics to improve exter-
nal competitiveness, and expand India’s
global export share, thereby creating the
impetus for an investment revival.

All this won’t be easy, but is
unavoidable if we aspire for sustained
8 per cent growth.

Theauthoris chief India economist, JP Morgan

erated and now berated

moted by Small Industries Development
Bank of India and Dun & Bradstreet in
2005), Brickwork Rating India Pvt Ltd
(2008), and India Ratings and Research
(in early 2000 Fitch bought stake from
Dun & Bradstreet Corporation and raised
it gradually) by and large adopted the
culture of the big three.

International tie-ups and technical
assistance — Standard & Poor’s for
Crisil, Moody’s Investor Service for Icra,
Department for International
Development, UK, for Acuite Ratings
and Fitch group for India Ratings —
have given further impetus to gover-
nance and transparency. The boards of
agencies have adopted governance
policies defining conflict of interest,
disclosure norms and rules for accept-
ing gifts, favours and gratifications with
predetermined monetary value. All
these are documented and a part of the
employee engagement rules and ethics
policy; the compliance officers (usually
the company secretaries) are tasked
with their implementation.

Apart from chocolates and dry fruits,
office utility articles such as calendars,
pens and pen stands, pots and plants,
coffee table books feature in the permis-
sible list but the employees are expected
to return the gold-plated miniature
Ganesha and Lakshmi idols, Montblanc
pens, smart phones and iPads.
Incidentally, the salary and emoluments
(including stock options) of rating agen-
cy employees are on a par, if not better,
than what the banking and finance
industry offers.

Although the Grant Thornton report
deals with only the IL&FS case, people
familiar with the industry say at least for
a few CRAs, the internal norms are
relaxed and it is not difficult to find people
from the rating fraternity enjoying cruise
trips in Greece, Spain and Alaska. The

Tech that can silence mutations

It holds the potential to change the therapeuticlandscape for many
neurological and non-neurological conditionsin future

TECH-ENABLED

DEVANGSHU DATTA

heartbreaking post by Rohan
A Seth, a computer scientist

based in San Francisco, is doing
the rounds on social media. Seth and
his partner, Jen, had a child, Lydia,
about six months ago. Soon after birth,
she started having seizures. They dis-
covered after many tests that “a tiny
random mutation in a critical gene is
affecting her brain function, causing
severe disabilities and suffering”.

Faced with this situation, Jen and
Rohan did their research and decided
to “open source their baby in the hopes
of saving her, and millions like her”.
They set up a non-profit and raised $1.5
million to fund research. There is hope
based on a new procedure and the par-
ents hope there could be treatment
within months.

The Seths discovered that there are
only two other persons known to have
exactly the same genetic mutation. The
nucleotide bases of DNA (deoxyribonu-
cleic acid) are adenine, thymine, cyto-
sine, and guanine (A, T, C, G). In Lydia’s
DNA, the “A” was replaced by a “G” at
position 683 of the gene KCNQ2.

There are six billion-odd characters
in any human’s DNA and this sort of
“typo”, as Seth calls a mutation, can
occur anywhere in that string. So con-
ventional tests don’t pick it up. While
negative mutations affect millions of
people worldwide, any given mutation
may be so rare that no pharma compa-
ny will bother to research for a poten-

tial treatment.

The Seths discovered that there is a
technology called antisense oligonu-
cleotides (ASOs) that can silence such
mutations. The first approved ASO
drug only became commercially avail-
able in 2016. It is possible to create an
ASO drug that exactly targets a specific
mutation. The mission of the Lydian
Accelerator is to create an open source
database of ASO research.

Genetic expression occurs via a pro-
cess where the DNA transmits infor-
mation to the ribosome via what’s
known as Messenger RNA (mRNA
where RNA stands for ribonucleic
acid). The ribosome is a sort of large
molecular factory, which is found in all
living cells. It uses the information it
receives from mRNA to create proteins.
Antisense therapy targets the mRNA
to prevent information from a mutated
gene from being expressed in this fash-
ion by suppressing the message from
the DNA to the ribosome.

Oligonucleotides are short fragments

not-so-senior managers enjoy free stays
at cottages in beach resorts (Goa), tea
plantations (Coorg), wildlife sanctuaries
(Jim Corbett National Park) and hill sta-
tions (Shimla), courtesy the rated entities.

Rating is a process-driven exercise;
direct interactions with the entities being
rated are restricted. As the rating symbol
captures “timely payment of interest and
principal”, the emphasis is on free cash
flows and the rated entity’s ability to ser-
vice debt obligations (both interest and
principal). Typically, the CRAs follow an
unwritten rule that a minimum of two
people meet their clients (to weed out
any subjectivity in their analysis) and the
focus is on business model, competition
and professional competence apart from
parentage and succession planning
among other things, while evaluating
companies raising debt.

For all rating exercises (new as well
as surveillance), apart from a primary
analyst, there is a principal analyst and
a relationship head as well as a sector
specialist involved. All issues are dis-
cussed before a presentation is made to

of nucleic acid. In antisense therapy, the
misbehaving gene is first identified. Then
anoligonucleotide is chemically synthe-
sised to neutralise the information trans-
mitted to the mRNA by that mutated
gene. This is very specific, accurate tar-
geting, that can create designer drugs tar-
geting just one individual.

As with DNA, mRNA genetic infor-
mation is in the sequence of
nucleotides, which are arranged into
codons consisting of three base pairs
each. The oligonucleotides physically
bind to mRNA and can neutralise
instructions for creating a specific pro-
tein. The treatment has been used to
treat a wide range of diseases including
thalassemia, retinitis, muscular dystro-
phy, cancers, HIV, AIDS.

The effects of ASOs in influencing
RNA processing protein expression
were discovered over two decades ago.
The antisense effect of a synthetic
oligonucleotide sequence was first
demonstrated in the late 1970s by
Zamecnik and Stephenson.

However, the progress in using these
technologies has been slow. The US
Food and Drug Administration
approval for the commercialisation of
the first ASO, Vitravene (for
cytomegalovirus  retinitis) came
through in 2016. It was as recently as
2018 that Dr Timothy Yu at Boston

the rating committee of directors for con-
sidering a fresh rating and continua-
tion/revision (upward or downward).
Now, it seems such a process could be
sham and ratings can be influenced.

At the beginning of the century, for
expanding their market share, a few
CRAs had introduced an unsolicited
exercise in the garb of visibility ratings
or shadow ratings. They rated compa-
nies based on information available in
the public domain. Such ratings were
first informally shared with the compa-
nies and only after they were accepted,
the rating exercise would start with an
official mandate. The products fizzled
out after the market regulator came
down heavily on them even though it
has been a global practice. That may be
anot-so-proper business practice but the
current problem is much deeper.

What needs to be done to cure the
maladies? Should the salary and stock
options of CEOs be ploughed backif they
are found guilty? All raters need to go for
Sadhguru’s inner engineering (internal
cleansing process) through a forensic
review to purge the system if they want
to address the huge trust deficit between
the CRAs and the investor community.

Indeed, banks, NBFCs and other
lenders have their own internal rating
systems but they also need the certifi-
cates of the raters. Even the Insolvency
and Bankruptcy Code stipulates invest-
ment grade rating from two agencies to
move ahead with a resolution plan for
bad debt of at least I500 crore and more.
The onus is on the CRAs to come out
clean or face the wrath of the markets
and live in shame.

The columnist, a consulting editor of Business
Standard, is an author and senior adviser to
Jana Small Finance Bank Ltd. Twitter:
@TamalBandyo

Children’s Hospital created the first
designer antisense drug targeting an
individual. But approvals of ASOs for
the treatment of spinal muscular atro-
phy and duchenne muscular dystrophy
have been received.

This technology holds the potential
to change the therapeutic landscape for
many neurological and non-neurolog-
ical conditions in the future. But its
expensive and potential side effects
must be studied. The Seths could pro-
vide an impetus through their NGO.

As they say, as computer scientists,
they believe in open platforms. “By
open sourcing the processes, tools and
data from the first few N-of-1s, we can
empower any institute to create one.
We can then build a shared database
of efficacy and safety data — anyone
performing an N-of-1 (creating a
designer drug for an individual) should
be able to tap into this repository as
long as they contribute back with their
data. With more data, we may be able
to use algorithms to reduce or even
eliminate lab work that constitutes the
bulk of the costs today. With each treat-
ment, we can reduce the time and cost
for the next one.” This could be an
unusual concatenation of cutting edge
technology, and crowd sourced
research disrupting the traditional
model of drug development.

Naidu raps ‘moving’ members
Rajya Sabha
Chairman M
Venkaiah
Naidu
(pictured)on
Friday pulled
up members,
including
some
ministers, who
were moving
aboutin the
House aftera
vote was announced on the matter of
referring the Right to Information
(Amendment) Bill to a select
committee. The Opposition
complained about ministers “trying to
influence MPs" during the process.
"People in authority must be careful...
Even individual members are not
supposed to move this side or that
side... If they want to talk to any
member, they are at liberty to talk to
them before the voting process starts
and, that too, preferably outside the
House," Naidu said. The voting
process on the Bill had ended in a
furore after Bharatiya Janata Party
member CM Ramesh was seen
collecting voter slips from Telugu
Desam Party MPs. Only officials are
supposed to collect the slips, as per
House rules.

New direction

Is the Trinamool Congress working
on a strategy to rope in party whole-
timers, a la Communist Party of India
(Marxist) and the Bharatiya Janata
Party? A party meeting to be held
today (July 29) at Kolkata's Nazrul
Mancha has kicked off speculation
that West Bengal's ruling party
might be working in that direction.
All MLAs, district- and block-level
leaders are expected to attend the
meeting. The state has 77,000
booths. Word is that Trinamool will
appoint four whole-time members
per booth. The target is to appoint
300,000 such members, who will not
only identify and recruit new
members but will also contribute to
the party's social media strategy.

Powerless in MP

Madhya Pradesh health minister Tulsi
Silawat was left red-faced when the
electricity supply tripped during his
speech at the Academy of
Administration in Bhopal last week.
Silawat was presenting his ministry's
action plan pertaining to
antimicrobial resistance. As the venue
plunged into darkness, officials fished
out their mobile phones to turn on
some light. Pictures of people
switching on their mobile flashlights
went viral in no time. This is the
second time in a month that Silawat
faced such a situation. In June, when
he was discussing the problem of
outages in hospitals, the electricity
supply had tripped. Indeed, since the
Congress government took charge of
the power-surplus state in December
2018, unscheduled cuts have become
the order of the day.

Unsolved mystery

This refers to “Wrapped in mystery” by
Nivedita Mookerji (July 25). The speed at
which Oyo Rooms and its founder Ritesh
Agarwal are moving should draw the attention
of regulators, financial institutions, investors
and above all, the appropriate wing of the gov-
ernment. The validity of the WhatsApp mes-
sage talking about “another financial scam
waiting to explode” may not be justified as of
now due to lack of evidence and may be
brushed under the carpet in days to come.
The mystery behind the speed of growth is
really adding one layer above another.

The name of one investor — Lightspeed
Venture — is also interesting. The speed of
room acquisition, share buyback and IPO
planning is raising the eyebrows of market
watchers and the common people. Most sur-
prising is that Oyo claims to be one of the
largest hotel chains in the world with virtually
negligible physical assets creation. I complete-
ly agree with Ms Mookerji that the modus
operandi of the Oyo group and its founder has
really left the audience perplexed. Let us not
forget the rise and fall of Kingfisher Airlines,
Barings Bank, Jet Airways and very recently,
Nirav Modi and Mehul Choksi.

Sanjoy Dutta Kolkata

India calls the shots

This refers to “Why does India resist media-
tion on Kashmir?” by Aakar Patel (July 26).
The topic has gained attention because of a
comment by US President Donald Trump dur-
ing Pakistan Prime Minister Imran Khan’s vis-
it to Washington. The columnist has come to
the conclusion that the message sent abroad
is that India fears outside diplomatic inter-
vention due to some perceived weakness. The
actual message sent out is that India is the
decision-making power in this region and we
do not need anybody to complicate the exist-
ing situation.

JKAchuthan Ernakulam
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Risk tofederalism
Finance Commission should not carve out a separate fund

n a recent decision by the Union Cabinet, the terms of reference of the

Fifteenth Finance Commission were amended, so that the needs of

defence and internal security be set aside from regular expenditure. In

the course of extending the Commission’s term, the Cabinet added the
following to its mandate: To “address serious concerns regarding allocation
of adequate, secure and non-lapsable funds for defence and internal security
of India”.

This has correctly been seen as an attempt by the Centre to occupy more
fiscal space. Article 280 of the Constitution requires the Commission to be the
overall judge of how taxes are distributed, and Article 266 implies that the
Consolidated Fund of India is a shared pool for all national priorities. Setting
aside a fund purely for defence, which is the natural end point of the Cabinet’s
demand from the Commission, would act against this basic constitutional
principle. It would sequester defence spending and give the Centre more space
to spend on its own political priorities at the expense of the states. At a time
when there is a quiet fiscal crisis brewing, thanks to the underperformance of
the goods and services tax, this is not a welcome development.

It is true that defence allocation, in particular, has been a source of constant
worry in past years. It has effectively been shrinking as a percentage of gross
domestic product. Worse, a large part of the expenditure goes to fund the
wages and pensions bills, along with other current expenditure. The capital
budget for defence is in any case too small, and much of it is taken up with
tied expenditure — purchases already agreed upon, for example. The amount
left for modernisation initiatives is too small. But short-circuiting the
Constitutional provisions and shrinking the resource for states are not the
answer to this conundrum. No one item on the Central List of the Constitution
should be given priority over the State List and the Concurrent list in this
manner. It is up to the Union government to decide how much it sets aside for
defence from the revenue available to it. If it has not been doing so enough in
recent years, it should reassess its overall expenditure, and not ask for the
pool of taxes available for division be altered at the expense of states that have
been more fiscally responsible.

The carve-out might also include spending on internal security. The
paramilitary forces in India have been an exception to recent trends, growing
in size, number, and expense. This cannot continue forever, especially as left-
wing extremism is less virulent than it has been at times in the past decades.
The Commission would do well to recognise the extreme political danger that
a carve-out at the request of the Centre for internal security and defence poses
to the federal structure of the country. If such a security-specific fund is
created, it should not affect the revenue that goes to the states. The Centre
should pay for it itself. Anything else would undermine the constitutional
framework and might lead to serious problems in the coming years.

Reforming agriculture

Farming needs to be made profitable

he proposal to link the allocation of Central funds to farm sector

reforms in states, discussed at the first meeting of the chief minis-

ters’ committee on transforming agriculture, has many sides and

needs careful examination before the final call is taken. While it is
true that several well-judged farm sector reforms initiated by the Centre have
failed to make much headway because of states’ apathy, the denial of funding
on this count may prove counterproductive, besides undermining the spirit
of federalism. If the states’ disinterest in Centre-sponsored reforms and other
initiatives is owing to their own better plans to achieve the same objective,
squeezing funds would be unfair. But if it is attributable to administrative
lethargy and inefficiency or, worse, politically motivated one-upmanship, as
is sometimes the case, harsher fiscal steps may not be unjustified.

Indeed, the idea of leveraging Central finances for nudging states to has-
ten reforms is not new. Even the National Institution for Transforming India
(NITT) Aayog had advised the agriculture ministry in 2017 to tie up a part of
the grant under the umbrella farm development scheme Rashtriya Krishi
Vikas Yojana with the implementation of farm sector reforms. However, the
proposition was not pursued due to the fear of backlash from state govern-
ments. But if some chief ministers are themselves veering round to this view,
it may be worthwhile to try it out, even if on a selective basic. A beginning
can be made to push reforms in fields such as agricultural marketing, land
leasing, contract farming, crop insurance, and agricultural credit.

Another possible, albeit hard to execute, way to circumvent the states’
indifference towards the Centre’s farmer-oriented agenda could be to shift
agriculture from the State list to the Concurrent List of the Constitution’s
Seventh Schedule. This would empower the Union government to play a
greater and more decisive role in the development of agriculture without
significantly diluting the powers of the state governments. Such a statutory
translocation of agriculture was suggested by the M S Swaminathan-headed
National Commission on Farmers in its fifth and final report in 2006. Of late,
the Dalwai committee’s report on the issues related to doubling farmers’
income by 2022, presented to the government in September 2018, also
favoured putting agricultural marketing on the Concurrent List.

However, the amendment to the Constitution for this purpose would
require the support of two-third members of both houses of Parliament and
an endorsement by a requisite number of state legislatures. It might be a tall
order, but it would certainly not be unprecedented as such statutory amend-
ments have been carried out in the past as well. Subjects like education, forests,
and wildlife protection were moved from the State List to the Concurrent List
through the 42nd amendment of the Constitution way back in 1976.

The substantive issue, really, is to carry forward some vital and, more
importantly, need-based reforms in agriculture to restore profitability and
mitigate farmers’ lingering financial woes. Exit avenues also need to be created
to let farmers quit farming if they intend to do so to improve their livelihood
prospects. The chief ministers’ panel can legitimately be expected to come
out with practically feasible plans to rejuvenate the country’s farm sector.

Is China’s loss
India’s gain?

To assess developments associated with the trade war, the data
tofocusonisthe USimport of goods from both the countries

into a trade war with China. The early evi-
dence suggests some gains from this for
India. The deeper gains will arise, however, through
the FDI decisions of the boards of global companies,
which will play out over time. For India to make the
best of this situation, we need to become more of a
mature market economy, and play fair by the rules
of the game of globalisation.
Ina China-India comparison, the Chinese economy
isbigger and the Chinese policy establishment is more
capable. China has graduated to making sophisticated

goods, such as computer equipment, -
exports, so far, look more like those {
{

U S President Donald Trump has taken the US

quence, we may expect that the US-

China trade war might not yield sig-

nificant gains for India. r
In order to assess the develop- :

ments associated with the trade war, TR

the data to focus on is the US import \ L

of goods from both countries. India

which India does not make. India’s
of adeveloping country. As a conse- { ’ﬁ
\

does well on services exports to the SN AKES & LAD DERS

this, in May 2018, China’s share was 21.5 per cent.

From the peak of September 2015 till the latest
reading of May 2019, China’s share in US imports
has declined by 6.09 percentage points. This is a big
change. Over this period, India’s share in US imports
went up from 1.92 per cent to 2.54 per cent. This is a
gain of 0.62 percentage points. We may say that
about a tenth of the share ceded by China has
accrued to India.

Towhat extent are these changes about the recent
trade war, and to what extent is there some deeper
long-term phenomenon going on? The graph (above)
shows China’s exports of goods to
the US divided by India’s exports of
goods to the US. Chinese exports
were 2 to 4 times larger than India
in the late 1980s, and this went up
to 16 times bigger by 2007.

Over the last decade, the ratio
has improved from India’s point of
view. Over and above this long-term
process, it does look like the latest
few data points have some gains
for India in response to the US-

US, but we will keep those out of the
analysis as the US-China trade war AJAY SHAH

is primarily about goods. The latest

data, for the month of May 2019, shows that India’s
exports to the US were $5.6 billion, China’s exports to
the US were $39.3 billion and the total import of goods
into the US was $220.8 billion. India’s value is, of course,
much smaller than that of China.

How have the exports of these two countries been
changing as a consequence of the US-China trade war?
The highest ever value of China’s share in US imports
was in September 2015, at 23.87 per cent. From that
high, there has been a decline to 17.78 per cent in the
latest data, which was May 2019. Just one year prior to

China trade war.

How best can India play the
emerging US-China trade conflict?
The first point to emphasise is that most global trade
takes place within multinational firms. When Walmart
grows deep roots in India, Walmart will export more
from India. For India to do well in exporting, we need
global firms to commit to India, on a greater scale,
and we need Indian multinationals to flourish. These
effects will necessarily play out slowly. When a US-
China trade war erupts, in the short run, global firms
do not change course by much. But in the medium
term, boards of global firms are constantly looking at
the countries in which they operate and making
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changes based on their judgement about the countries
that offer a better economic environment.

We have to get into the mind of the boards of global
firms, which are grappling with the problem of their
over-exposure to China. What can we do to become
more attractive to them?

Improving India’s attraction as an FDI destination
isabout the familiar issues of labour law, infrastructure,
and taxation. Of these, taxation has become a partic-
ularly important problem. Tax policy and tax admin-
istration is a major concern for global operations. For
India to be integrated into global supply chains, goods
should seamlessly move into India, and then get re-
exported. This requires removing all customs duties,
establishing a goods and services tax (GST) -on-imports
and having zero-rating of exports. It also requires well-
structured operational procedures and a well behaved
tax administration. The use of raids and imprisonment
deters private persons from operating in India.

India now has the highest income tax rate for cor-
porations in the world, and a source-based taxation
system. This needs to shift to a residence-based taxa-
tion system, and an income tax rate for corporations
(all inclusive) of 20 per cent.

India is seen as a difficult place to operate in, on
account of policy risk. There is a danger of sudden
change, e.g in customs duties. This requires deeper
reform of the policy process. The process of making
laws and regulations requires greater consultation,
cost-benefit analysis, and introduction of rule changes
from dates well into the future.

We should rein in our sense that China’s loss is
our gain. India has a lot to lose in the decline of a
rules-based world of globalisation. We now earn ¥4
trillion per quarter from the export of services and
%6 trillion per quarter from the export of goods. To
make this more physically interpretable, we earn
%044 trillion every calendar day through the export
of goods and services. We already have a lot at stake
in a globalised world. Looking into the future, it is
likely that policy reforms in India (on the issues
sketched above) will yield considerable growth of
exports from India. We will have more at stake in
the future.

If Trumpism becomes the new normal, we will
be at the receiving end of it at future dates. India’s
stance in international relations should emphasise
the gains from a rule based world of open borders,
where there is a low risk of new barriers to globalisa-
tion coming up.

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

Consensus or confrontational politics?

who passed away on July 20, must be remem-

bered for her politics of consensus and negoti-
ated settlement. This is even more important in
today’s age of highly polarised politics. It is also impor-
tant if we consider that the objective of a government
is to ensure delivery of development. And this is not
possible without the ability to manage the contested
realities and seek a collaborative solution. For me,
this is the real art of politics. Unfortunately, we seem
to be losing this art as hate and loud noise take over
the airwaves and our world.

My encounter with Sheilaji (as
she was known) began with a fight.
In the late 1990s we were in the
Supreme Court, arguing that Delhi’s
public transport must switch to
cleaner compressed natural gas
(CNG) fuel to combat its then dead-
ly air pollution. This had become
adversarial and contentious. The
Union government was dead

S heila Dikshit, Delhi’s three-term chief minister

against it; the diesel lobby was argu- .
ing that CNG was explosive and DOWN To EARTH

court personally. She didn’t stand on ceremony; she
didn’tjoin the acrimony. She just ensured that orders
were to be followed. As they say, the rest is history.
We worked closely with her government through this
period of transition to CNG. She didn’t blink when
the going was tough. She had the ability to make her
bureaucrats deliver, not as sovereigns, but by includ-
ing words and ideas from the “outside”. She joined
worlds effortlessly and with grace. This is another art
in politics we are losing.

In the decade of the 2000s, attention shifted to
public transport to reduce vehicles
on the road, and so pollution. I dis-
tinctly remember that she came to
one of our meetings where we dis-
cussed the second-generation
reforms after the transition to CNG.
She didn’t hesitate to chide us. She
disagreed that the city could move
towards public transport at the scale
needed. She didn’t think this was
the way ahead. But she didn’t shut
the door on us. We persisted and
she listened.

untested. The Delhi government —
then headed by Sheilaji — was drag- SUNITA NARAIN
ging its feet to make the transition.
Queues at petrol pumps were getting longer and
longer as gas was not being delivered; buses were
being burnt to show how CNG would not work. In
the Supreme Court, the then solicitor general of India,
Harish Salve, was hauling up the government for its
deliberate inaction. The top court was getting more
and more incensed and called for contempt proceed-
ings to start against the Delhi chief minister.

Then all this changed. Sheilaji walked into the

I believe it is we who failed her.

Not the other way around. When

she supported the now-dismantled

Bus Rapid Transit System (BRT), it was because she
gave a chance to seemingly impossible ideas. It is our
collective inability to design a system for the com-
plexity of Delhi — one that would negotiate with the
different road users and not antagonise needlessly
— which made the system fail. But she again did not
give up on ideas. She dismantled the notorious Blue
Line bus service, even though many politicians owned
such buses. She supported the purchase of a new gen-

eration of low-floor and air-conditioned buses — all
new and all untested. She understood the need for
massive investment in public transport — metro, bus,
and cycle — to reinvent mobility. Again, it was her
governance abilities, combined with persuasive pow-
ers and without angst without finger-pointing, that
brought these changes.

Iam writing this not to call out the current leaders
of my city or country. But to reminisce so that we can,
perhaps for one moment, think of how politics of
consensus will deliver. I know she lost the popular
vote in 2013; T know that air pollution and many other
problems of this ungovernable city with multiple
authorities grew in her tenure. But the fact is that she
never stopped trying. She never shunned responsi-
bility. She mastered that elusive art of pushing for
change without fuss.

One of the last times I met her was when she
called to ask what she could do about the growing
pollution in the city. She had lost the election a few
years earlier. But she was concerned, even agitated.
She wanted to know what more governments could
do, and what advice she could give. I told her frankly
that she should not try. She would be attacked for
not doing enough in her tenure. The blame-game
machinery would go on overdrive. But she wrote to
governments with her advice. I know, because she
called to tell me, with some bemusement that she
did not get any responses. What could I say? The
courtesy of a response was old-fashioned; her fashion.
It would be really unfortunate if we let the Sheila
Dikshit way of politics go out of fashion.

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

Resurrecting the ‘Greatest Victorian’

~

BOOK REVIEW

BENJAMIN SCHWARZ

alter Bagehot (1826-77) — the

s ’s ; British literary critic, banker,
journalist, political sociologist,

analyst of finance, social psychologist and
editor of The National Review and The
Economist — has never lacked for admir-
ers. His devoted friend George Eliot con-
curred with the verdict of another close
friend, Lord Bryce, that his “was perhaps
the most original mind of his generation.”
Gladstone confided that both Liberal and

Conservative governments so prized
Bagehot’s financial acumen that they
looked to him as a “supplementary
chancellor of the Exchequer.” His posthu-
mous idolaters have included Woodrow
Wilson (who defined Bagehot’s role as
nothing less than “to clarify the thought
of his generation”); Herbert Read, the
modernist poet, anarchist philosopher,
art critic and literary critic, who pro-
nounced Bagehot’s literary criticism “the
best of its time” save for Matthew Arnold’s;
Jacques Barzun, the intellectual historian,
who for decades championed him as “the
greatest Victorian”; and Ben Bernanke,
who, in a memoir of the most recent finan-
cial crisis, cited Bagehot more often than
any living economist. Nevertheless,
Bagehot is fated to be best known for not
being better known.

This limbo probably owes something

to the uncertain pronunciation of his name
(most say “Badge-it”; some insist on “Bag-
ot”) and more to the wide range and seem-
ing incongruity of his fields of expertise, as
the disparate assortment of his celebrants
suggests. Containing multitudes, Bagehot
has been impossible to pigeonhole. Those
who examine, say, his comparison of the
role of the provinces in Tristram Shandy
and the novels of Thackeray may well be
unaware of Lombard Street, his tour de
force anatomisation of the psychology of
finance and banking panics and of the soci-
ology of the London money market. “No
book on banking,” John Maynard Keynes
wrote, “has ever attained such a position
— an undying classic,” imbued with “the
glamour of intense reality,” it “is a perfect
example of a certain kind of English writ-
ing, and its truth of human nature.”
Those who champion his startling elu-

cidation of the social and psychological
dimensions of the Crown and the House
of Lords in The English Constitution tend
to form a different constituency from those
who look to his pioneering exploration of
evolutionary political sociology in Physics
and Politics (which William James pro-
nounced a “golden little book”), and from
those who see his most enduring contri-
bution to be the creation of a new prose
style — cool, ironic, epigrammatic, allusive,
balanced, sometimes slangy — that rema-
ins part of the mental furniture of Oxbridge,
Britain’s Civil Service and what used to be
called Britain’s “higher journalism.”
While a full appreciation of Bagehot has
been hobbled by his polymathic attain-
ments, he has nevertheless been fortunate
in his devotees — evenif, for the most part,
each has been able to illuminate only spe-
cific aspects of his career and his genius.

In his new biography, Bagehot: The Life and
Times of the Greatest Victorian, James
Grant follows this pattern, burnishing his
subject’s reputation but offering a some-
what limited appraisal of Bagehot’s
achievements.

Mr Grant is a biographer of Bernard
Baruch and John Adams, and the founder
and editor of the cheeky and stylish Grant’s
Interest Rate Observer. The characterisa-
tion that the highbrow Labour Party politi-
cian Richard Crossman (another Bagehot
devotee) bestowed on Bagehot’s writing
— a “mixture of rollicking cynicism and
cool analysis” — applies to Mr Grant’s own
brilliantly contrarian criticism in the
Interest Rate Observer, The Financial
Times and elsewhere of market reckless-
ness, bankers’ irresponsibility and (to
Grant) their concomitant, the expansive
monetary policies of the Federal Reserve
that have defined the booms and busts of
the past 30-odd years.

This biography, though, takes wing only
when it treats Bagehot’s role as a banker

and financial journalist. That these are the
very aspects of Bagehot’s work that have
been relatively neglected by most scholars,
who have tended to concentrate on his lit-
erary, political and sociological oeuvre,
might be reason enough to commend Mr
Grant’s excellent if uneven biography.
Bagehot scholarship, however, isn’t accre-
tive, and the 1959 book The Spare Chance-
llor, by the worldly British journalist Alastair
Buchan, remains the most astute, elegant
and historically informed assessment of
Bagehot’s entire life and work — including
his participation in and analysis of the pow-
erful and precarious world of finance.

©2019 The New York TimesNews Service

BAGEHOT
The Life and Times of the
Greatest Victorian

James Grant
WW Norton & Company; $29.95; 334 pages
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Hard
Times

With neither consumption demand nor investment expected
to pick up soon, there’s more pain ahead

HE MOSTTELLING statement during earnings season usually comes from R

Shankar Raman, director, Larsen &Toubro. For nearly a dozen quarters now,

Shankar Raman has been saying that private sector capex is some time away.

This time around too, he was as pessimistic, estimating it could take anywhere
between 12-18 months before the private sector starts adding capacity.

That is pretty much the tone.The Asian Paints management believes the environment
ischallengingand iskeeping itsfingers crossed the monsoonisagood one.At HUL,theman-
agement suggested no triggers foran immediate demand recovery,citing the slow rhythm
of the economyand persistent channel liquidity issues.Tata Motors chief financial officer,
PB Balaji expects ebit margins forthe domestic business to seea marginal correction due to
‘market uncertainties’Tata Motors reported adebilitatingloss of ¥ 3,679 crore for the three
months to June,a reflection of the anaemic demand both at home and overseas.

If one was to ask whether the worst is over or whether there is more stress ahead, it
would be safe to say it could get worse before it gets better. It is not easy to recover from a
staggering 4,800 crore loss that Vodafone/Idea posted, especially since thisisn’t the first
loss; at JSW Steel, consolidated profits plunged by over 50% year-on-year (y-o-y).

There is some expectation the environment will change in the second half of FY20,
but the optimism seems largely misplaced. It’s possible though managements are
merely making the right noises to keep the morale up. Because right now, it’s hard to
seewhat exactlyis going to trigger the revival.It can’t be consumption demand; the high
frequency dataisn’t pointing toarecovery justyet.

SIAM on Fridaylowered the guidance for passenger
vehicles from a growth of 3-5% to a de-growth of
2-39%o; for CVs it trimmed the estimate from al0-
129%increase tojust 2-3%.The farm sector remains in
deep distress as seen from the high and rising delin-
quencies at M&M Financial Services; the gross NPAs
inched up 30% plus quarter-on-quarter(q-o-g) to 7.4%
dueto seasonalweaknesses,butanalystsare convinced
these will rise further given the sharp deterioration in
the economicenvironment.Inaworrying observation,
analysts at Nomura noted that while historically,asset
quality has had seasonality, a 30% q-o0-q spike in
GNPAs, coupled with aworsening economic situation,
increasing rural stress and a weaker monsoon leads
them to believe that the asset quality improvement
cyclehas peaked.Indeed,given thelarge number of rat-
ings downgrades over the past three months it is clear
the NPA cycleis far from peaking.That is awake-up call to be heeded and already,analysts
have started paring earnings; there are sure tobe many more cuts before the season is over.

They have good reason to do so,because this slowdown isn’t going away in a hurry. Both
the engines—private household consumption led bya deceleration in savings and acceler-
ated government spending on the back of large deficits—may be sputtering. Prospects of
more job cuts—1,700 at the Nissan factory—are going to hurt demand further. At Jubilant
Foods, forinstance,same-storesales grewjust 4.1%y-0-y,slowingdown fromthe 6%lev-
els reported in 4QFY19. Credit flows to several sections of the economy have been cut off,
with many of the NBFCs strapped forliquidityand some close to insolvency; while banks may
be flushwith funds, theyarereluctant tolend,except to top-rated clients.That, then,excludes
thevast majority of borrowers.A good example of this can be seen in HDFC Bank’s Q1FY20
loan growth,which at 17%y-o-ywas the slowest in the past ten quarters.The lower growth
istheresultofasteep decline in corporatelending,slowdown in unsecuredloans,and muted
growth in auto and two-wheeler credit. Kotak Mahindra Bank (KMB) has also seen a mod-
eration in loan growth; the book including Kotak Prime grew 15% y-o0-y, given a sharp
moderation in the vehicle segment, down 4% y-o0-y.Additionally, corporate loans are see-
ing an economy-linked slowdown; they grew at about 9%y-o-y.

The Budget provided no stimulus whatsoever; in fact the total capex budgeted for
2019-20 islower than it waslast year. If demand does not pick up soon, manufactur-
ers will find it hard to raise prices; at this point though, even bigger volumes would be
helpful. At Maruti Suzuki,volumes fell 18% y-o-y during the quarterwhile at JSW Steel
they fell 3% y-0-y.Also, given that there has been a fair bit of belt tightening these past
couple of years—savings have been eked out from employee exits, efficient procure-
ment of raw materials, less capex and better inventory management of working capi-
tal—itis hard to see much more taking place.Afallin input priceswould, of course,come
as abigboost to users, but not to producers.

Indeed, the India Inc spreadsheet is not a pretty sight. There may not be too many
blotches of red,but most companies are struggling to hold on to their profits. Profits for
asample of 252 companies have fallen 14%y-o-yin Q1FY20.While managements have
been working hard to rein in costs, margins are under pressure contracting 40 basis
points y-o-y; excluding TCS and Reliance, revenues grew just 3.5% y-o-y while profits
crashed 28% y-o-y.From telecom to two-wheelers and cars to consumer goods, there’s
pain everywhere. We need to do more than pray.

ShirkingRESPONSIBILITY

J&] refusing to meaningfully compensate the victims of
its faulty hip implants in India is condemnable

The farm sector
remains in deep
distress as seen from
the high and rising
delinquencies at M&M
Financial Services; the
gross NPAs inched up
30% plus quarter-on-
quarter (g-o-q) to
7.4% due to seasonal
weaknesses
e

OHNSON & JOHNSON (J&J),the American pharma,isin the eye of a storm of

itsownmaking, having refused to compensate over 1,000 Indianswhoare suf-

fering from severe pain,mobilityrestriction, metal toxicityin blood,and repro-

ductive complicationsasaresult of having Articular Surface Replacement (ASR)
hip implants from a ]&] subsidiary in their bodies. The implant was found to be leak-
ing cobalt and chromium into patients'bloodstream, and was recalled in 2010—the
companybecameliable to pay forreplacement surgeries.Whileas manyas 4,700 Indi-
ansare reported to have received faulty hip implants between 2004 and 2010, so far,
only 1,080 have been tracked, many of whom were unaware of the fault in the prod-
uct orthe compensatory corrective surgery J&J] was sponsoring.Inrelation to this, the
Central Drugs Standard Control Organisation curated a list of 250 individuals who
were toreceivea compensation package ranging between ¥301lakhand X1.23 crore per
head,based onaformulathatfactored in extent of harm,age,etc. However, ] &J argued
that the formula for compensation was opaque,and in an independent investigation
came upwithalist of 67 patients eligible fora compensation of ¥25 lakh.

Evenasthe central government takes on J&J inalegal battleat the Delhi High Court,
the pharma giant has refused compensatory payment to Indian patientswhoreceived
its Pinnacle implant and suffer from the same complications as their counterparts
with the ASRimplant.This,when J&] agreed to pay $1 billion to settleas manyas 6,000
lawsuits filed by US patients who had used its faulty Pinnacle model early in May this
year.]&J is claiming that the Pinnacle model was not recalled, but only withdrawn, in
Indiatoreduceitsliability,and asserting that there are no cases of Indian patients suf-
fering adverse effects from usage of its Pinnacle implant despite independent inves-
tigations finding an increasing number of such people, many of whom have tried to
contact the company,onlytobe stonewalled.The prejudice shownby]&] initsattitude
towards thewell-being of its Indian customers is condemnable, especially against the
backdrop of its action in the US.

Opinion

HE NEW BUDGETAIMS to
put the economy on track,
which requires a real ‘big
boost.” The government
has clearly declared its
intent to attract investments as part
of the Naya India Mission. Invest-
ment in infrastructure and technol-
ogy, innovation and recapitalisation
of banks to ensure finance and lig-
uidity are national priorities.
Aregulatory ‘booster shot’ is one
measure that can do the trick. This
requires an intensive, creative, 360-
degree, holisticapproach.Various sec-
tors of the economy and institutions
have to fire all guns, delivering and
implementing effectively to translate
this goal into ground reality.
Parliament set up sectoral regula-
tors, backed with statutory powers.
The time has now cometorelyonand
empower these regulators—the new
age economic regulators—as partners
in economic development. This can
set the stage for Indian Regulators
2.0—an institution that delivers and
implements key national objectives
and scripts improvement of the ease
of doing business by dishing out an
innovative recipe that creates an
investment-friendly environment.
Some food for thought:

Creating the right soil

India’s Mission $5-trillion-economy
requires core sectors to perform and
pile runs on the board.Regulators can
play a catalytic role in creating a
vibrant, conducive and commercial
ecosystem to trigger a cycle of sus-
tained investments.

The power sectoris a classic exam-
ple that can bring more power to
India. The sector needs
recharging/re-energising for deliver-

NEW REGULATORY REGIME

ITIS TIME THAT INDIA RELIES ON AND EMPOWERS SECTORAL REGULATORS SET UP BY
PARLIAMENT, AND BACKED BY STATUTORY POWERS, AS PARTNERS IN ECONOMIC DEVELOPMENT

[ndian regulators 2.0:
Call for economic justice

JAIN

Senior advocate, Supreme Court of India
Views are personal

ing/fulfilling the national goal, i.e.,
round-the-clock affordable power.
This requires the generating compa-
nies to invest,toaugment generation
and create aworld-class transmission
network.In turn,distribution entities
who buy power to supply to con-
sumers must honour payment oblig-
ations fullyand on time. Similarly, the
problem of call drops irking con-
sumers in telecom can be resolved by
upgrading existing infrastructure,
expanding network capacity and
bringing cutting edge technology to
the sector.

All this requires a flow of signifi-
cant and continuous investments. In
turn, investments require safety and
returns inline with established regu-
latory norms/benchmarks. Regula-
tors must act as long-distance
thinkers and do regulatory forecast-
ing, i.e., create a framework for full-
fledged economic regulation.

Regulator as an institution
for economic justice

To be the go-to forum, a proactive,
forward looking and resolution based
approach, which delivers/imple-
ments, is vital to win back the confi-
dence of investors.

The role of the regulator needs to
beviewed through awiderlens—from
being a mere tariff settler to the solu-
tion  provider of  sectoral

problems/issues. The regulator as an
institution must be the port of call
with a ready tool kit to nurse the sec-
tor back to health. A robust regime
based on economic viability and eco-
nomic justice will

(2 BENGAL POLITICAL VIOLENCE

BJP leader, Sushma Swaraj

| am surprised that these incidents happened under
a leader who herself faced such violent atrocities
under the CPI(M). Mamtaji told me that my people
have been mutilated in political violence

favourite dish on the menu is not
available. Sanctity of contracts is the
bedrock,and prompt and timely pay-
ment based on honouring the word
will bring certainty, predictability
and stability, pushing India up the
ease of doing business rankings and
making it a win-win.

Let us ensure that what is on the
menu is served.

The Supreme Court, in a recent
landmark judgement,recognised the
concept of economic justice in the
context of contractual/commercial
rights. Regulators must ensure sanc-
tity of contracts is in

secure/increase sec- place.

toral returns. . Therightregulatory
: The right regulatory  recipe creates the turf

Regulatory recipe creates the turf which allows full play

dialogue of market forces within

Just like chefs take
into account food
preferences and give
their dishes a ‘per-
sonal touch’,the regu-
lator must have deep
and wide-ranging
dialogue. Open and
transparent commu-
nication with multi-
ple stakeholders,
based on a wealth of
expertise, nip sectoral problems in
the bud, remove existing bottlenecks
and pave a smooth path ahead. The
relationship between the regulator
and the regulated should move from
asetof“dosand don’ts” for the indus-
try to full-fledged cooperation in
order to find innovative, path break-
ing and effective solutions.

Sanctity of contracts

The most disheartening feeling at a
restaurant is to be told that your

Europe’s privacy rules hurt small firms

GDPR can only serve Europeans’ privacy
needs if there’s a level playing field for the

giants and the smaller companies. That

means imposing similar costs relative to

their size. That’s not the case now

THE EUROPEAN COMMISSION is
largely happy with the first year of its
sweeping digital privacy rules. Evidence
mounts,however,that the General Data
Protection Directive,or GDPR,asapplied
today hurts smaller firms and has no
effect on tech giants,which are the least
interested in preserving user privacy.

The directive went into effect in May
2018, demanding companies provide
privacy by design and by default on all
digital platforms and websites. It laid
down the rules for collecting and pro-
cessing private data, including the cases
in which consent is necessary for their
harvesting. This week, the commission
put out an optimistic progress report,
describing the GDPR’s first yearas“over-
all positive” and suggesting a number of
mild improvements in applying it.

The report said,among other things,
that the national privacy watchdogs
tasked with enforcing the GDPR had
“focused on dialogue rather than sanc-
tions,in particular for the smallest oper-
atorswhich donot process personal data
asacoreactivity. This explainswhythere
are few examples of anyone being fined
fornoncompliance,though,accordingto
the directive, sanctions can be quite
severe—up to 4% of global annual sales.

The fines that actually have been
imposed range from 5,000 euros
($5,558) on a sports-betting cafe in
Austria forillegal video surveillance to
50 million euros on Google in France
forthe opaque process of signing in for
a Google account, all but necessary to
use an Android smartphone. In
between, there are some penalties of
hundreds of thousands of euros, such
as 220,000 fora Polish data broker that
failed to inform people that their data
was being processed. Altogether,
authorities in the entire European Eco-
nomic Area (which includes the EU
member-states plus Norway, Iceland
and Liechtenstein) have imposed just
56 million euros worth of fines.

But 50 million euros is not even a
mosquitobite for Google,and othertech
companies—most notably that other
greedy data harvester, Facebook Inc—
haven’t been taken to task at all. This

despite manywell-grounded complaints
filed against some of them by activists,
most notably the Austrian lawyer Max
Schrems’NOYB (None of Your Business)
initiative,whichwasalsobehind the suc-
cessful complaint against Google in
France.Indeed,itwasa US regulator, not
aEuropean one,thatslappeda $5 billion
penalty on Facebook for privacy viola-
tions this week—even though the US
lacksacomprehensive regulatory frame-
worklike the GDPR.

Itishard toquantifythe exactimpact
of the GDPR on the internet giants, but
theyhaven’t stopped growing in Europe.

That, however, can’t be said of many
smaller digital busi-
nesses. According to a
recent paper by Samuel
Goldberg from North-
western University, Gar-
rettJohnson from Boston
University and Scott
Shriver from the Univer-
sity of Colorado, these
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50 million euros is
not even a
mosquito bite for
Google, and other
tech companies—

»

group of researchers found thatventure
funding for European tech firms
dropped off afterthe directive cameinto
effect. One possible reason is that the
increased compliance costsand reduced
marketing opportunities have adversely
affected European startups’ business
modelsand made them less competitive
with peers in other parts of the world.

The contrast between the GDPR’s
hard-to-detect impact on the biggest
data harvesters, whose compliance is
reluctant and largely nominal, and its
demonstrated adverse effect on smaller
companies makes it difficult to under-
stand why the European Commission
finds the first-year experi-
ence positive.

The national data pri-
vacy authorities are ill-
equipped to deal with the
giants. Before the GDPR
came into effect, most of
them asked for 30% to
50% fundingincreasesbut

have seen 10% lower = most notably that  none received that much;
Europeanpageviewsand  other greedy data  infact, two of the national
revenues since the GDPR watchdogs saw their fund-

went into effect. Among

e-commerce sites, rev- Inc

enuedropped by 8.3%,0r
$8,000 a week for the
median site. The economists used data
from the Adobe Analytics platform,
tracking the traffic and sales of 1,500
firms from various industries, which
generateatotal of about $500 millionin
weekly revenues.

The losses likely weren’t driven by
more privacy awareness among users:
More than 90% of them consent to the
collection and processing of their data
when prompted to do so. Rather, the
GDPR deterred companies from using
email and display ads to drive traffic,
because these methods require the use
of personal data; it hasalsoreduced the
number of third-party cookies on web-
sites, making it more difficult to track
consumer behavior.

The data analysed by Goldberg and
collaborators aren’t the first indication
that the privacy regime has hurt the
smallerdigital players.Lastyear,another

harvester, Facebook

ing cut and three others
didn’t receive any extra

eesessssssssmm————  Mmoney. With their inade-

quate resources, they had
to handle more than 200,000 GDPR
cases. Big Tech’s expensive legal teams
can run circles around such over-
stretched opposition.

To be fair, the EU progress report
does call for strengthening the watch-
dogs. But without big rulings, political
justification for the extra spending will
be hard to come by.

The GDPR can only serve Europeans'
privacy needs if there’s a level playing
field for the giants and the smaller com-
panies. That means imposing similar
costs relative to their size. That’s not the
casenow,and the European Commission
doesn’tappeartoseeitasaproblem.This
makes the privacy rules much less of a
shining example to the rest of the world
than they could have been.

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

which allows full play
of market forces
within an overarching
governance regime, is
resolution based and
sets upfront the rules
of the game, which
remain unchanged

an overarching gover-
nanceregime,is resolu-
tion based and sets
upfront the rules of the
game, which remain
unchanged. This can
trigger a regulatory
leap forward to make
the transition from
unease to ease of busi-
ness.We have to repose
complete trust in our
regulatorsand investin the regulatory
mechanism to trigger returns and
rewards for all stakeholders. Make in
Indiaregulators,i.e.,world-class regu-
lators and regulations will get Indian
regulators global recognition and can
do the trick for investors to take the
flight (with capital) to India.

By following the regulatoryrecipe,
things will be on track and in order,
that way the dish will be cooked to
perfection—a tasty dish that has a
long-lasting and lingering effect.

LETTERS TO

THE EDITOR

The issue of BREXIT

Boris Johnson's elevation as Prime
Minister of Britain has come at the
time when the country is deeply
divided over the issue of Brexit.
Given his harder stance on Brexit
and the language he used to
deploy against Brexit deal
negotiated by his predecessor
Teresa, one could not help but
conclude that Boris Johnson would
dare to walk out from European
Union(EU) with no deal. As the
October 31 deadline fastly
approaches for Britain to strike a
final honourable exit deal with EU,
the new incumbent needs to show
pragmatism and statesmanship to
ensure Britain's exit from EU is less
painful and does not inflict
disastrous consequences on
country's economy.

— M Jeyaram, Sholavandan

Ban cola drinks

Mega-star Amitabh Bachchan once
disclosed at Indian Institute of
Management (IIM) Ahmedabad
about his not advertising for cola-
drinks after a school-student at
Jaipur drew his attention about
harmful ingredients in cola-drinks. It
is significant that cola-companies
voluntarily stopped selling cola-
drinks in schools worldwide in view
of increasing obesity in school-
going children. Indian government
should also not only ban
advertisements, but even sale of
cola drinks in the country. Earlier
also, soft-drink manufacturers were
asked to remove an oil from their
products which was found to be
harmful for health.

It is time that Union government,
Indian Agricultural Research
Institute (IARI) and soft-drink
manufacturers should revive drinks
like old and famous rose-flavoured
ones, which can not only replace
cola-drinks in India but even
dominate global-market by
breaking monopoly of harmful cola-
drinks in tune with ambitious 'Make
in India' concept of Prime Minister. It
will rather earn foreign-revenue for
the country rather than Indian
money being drained out to
multinational cola-manufacturers.
— Subhash C Agarwal, Delhi
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HE JOBS DEBATE rages on.
Naysayers and the Delhi Left-
ist Economic Club claim
increasing unemployment.
The facts are that India
recorded impressive growth between
2014-2019. Nominal GDP grew by an
estimated 78 lakh crore—69.2%
growth at a CAGR of 10.9%—implausi-
ble without a corresponding increase in
employment.

Oft-quoted surveys, like PLFS (Ministry
of Labour) and Consumer Pyramids
(CMIE),indicate a decline in employment.
However,theysurvey merely 105,000 and
160,000 households, respectively; not sta-
tisticallyrepresentative of 1.35 billion peo-
plesince the contextinwhich peoplework
has fundamentally changed. Many schol-
ars have also pointed out technical chal-
lenges in the surveys. Further, there is sig-
nificant economicvariance among states,
and evenwithin states,as showninourpre-
viousarticle (https://bit.ly/2IsxvI]).India’s
economic composition has also changed
dramatically in the last ten years, render-
ing some survey methodologies outdated.
We need new data sampling methodolo-
gies, including employment databases,
that account for these factors.

It is time policymakers and economy
watchers analyse data from sources like
EPFO (Employee Provident Fund Organi-
zation), ESI (Employee State Insurance),
NPS (National Pension Scheme),ITreturns,
vehicle sales, Mudra scheme, and others.
Steadily, these databases are linking sub-
scribers to Aadhar and can be cross-
mapped. EPFO, ESI and NPS publish
monthly reports, with disaggregated data
from September 2017,and serve as useful
starting points.

EPFO applies to entities with 20+
employees across 190 industry classifica-
tions. EPFO records new subscribers every
month upon payment of contributionand
classifies them byage group,industry,and
state. The latest June 2019 payroll report
shows gross number of new EPF sub-
scribersin FY19is 1.39 crore (see graphic).
Accountingfor peoplewhojoined and then
exited,and in some cases rejoined in the
same FY,net number of new subscribers is
1.12 crore—representing the net number
of peoplewhogotanewjobduringtheyear.

An applicable entity, on crossing the
20-employee mark,isinducted into EPFO.
One criticism is that EPFO does not indi-
cate new jobs but only formalisation,
because existing employees are inducted
in this manner.This criticism doesn’t hold
because we can easily account for this.
60,884 establishmentsremitted theirfirst
electronic challan (ECR) in 2018-19; fac-
toring this by 20 gives us 12.17 lakh new
subscribers,which are existing employees
gettingformalised.Subtracting12.17lakh
from the net number yields just over 1
crore new jobs (see graphic). Further, new
employees over the 20-employee mini-
mum of existing entities countasnewjobs.

EPFO’s methodology was recently
updated.Inthe old MOSPI format,the sub-
traction of exiting employees included
thosethathadjoined before the FY started
instead of onlythosewhohad registered in
the FY. Methodology was revised to count
the number of exits, as well as those who
rejoined in the same FY, correctly.If a per-
son quits and joins a new job, the record
mustreflect in both columns.With the cor-
rection, the net newsubscribers excluding
formalisationareat 1.003 crore.

Of the 1.12 crore (see graphic), the
highest number is 28.6 lakh, in the age
bracket of 22-25 years. A very close sec-
ondis27.8lakhinthe 18-21yearbracket.
In the below-18-years group, the record
is 1.01 lakh. The sum of net new sub-
scribers in these three groups, tillage 25,
is 57.4 lakh. Census data shows that over
the last 30 years, 2.5 crore babies were
born everyyear,onaverage.With approx-
imately 2.5 crore people attaining the age
of 21 every year, of which, let us assume,
60% look for employment, across levels
of education—wearriveat 1.5 crore need-

NISHA HOLLA

Pai is chairman, Aarin Capital Partners, and Holla is
an independent researcher. Views are personal
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Where are the jobs?

Oft-quoted surveys, like PLFS and CMIE, indicating decline is employment are misleading as they
contain methodological flaws, and are not statistically representative of India's population. More nuanced
analysis paints a brighter picture of the status of employment in the country.

ing jobs incrementally every year. With a
total of 56.4 lakh new subscribers in the
18-25 year age bracket, we must look at
higher education data to correlate the
number of college graduates who enter
the job market. A majority in the 18-25
years category could have either gradu-
ated from high school or progressed sub-
stantiallyin highereducation.The 26-28
year age bracket recorded 13.9 lakh new
subscribers, who could either have post-
graduate degrees or maybe took a break
and started a second job.

The accompanying graphic shows the
2018-19 EPFO data, disaggregated by
state and age group, correlating with
2017-18 AISHE graduation data. This is
the old MOSPI format, with new sub-
scribers totaling 61.1 lakh. Applying the
corrected methodologyacross state data
might reveal new patterns.India’s GERin
2017-18 was 25.8,and 89.6 lakh stu-
dents graduated in total. These are peo-
ple who completed college and may be
seeking formal employment. The cover-
age ratio of new jobs in the 18-28 age
bracket in 2018-19 to graduates in
2017-18isalso presented.

In the representative states in the
North-Central-East zones, total new sub-
scribers in the 18-28 age bracket were
7.3 lakh while the number of college
pass-outs was nearly 40 lakh. Uttar
Pradesh is a significant contributor
here—it has an impressive GER of 25.9
and 17 lakh graduates—but the coverage
ratio is only 11.4%. States like Bihar,

Table 1: Net number of new subscribers

recorded by EPFO in FY18-19,

Age Net new EPF subscribers
<18 1,01,851
18-21 27,77,760
22-25 28,63,278
26-28 13,86,142
29-35 19,99,329
35+ 21,21,854

by age group
Total Subscribers March
1,12,50,214 (lakhs) 2015
L Central Govt 15.12
Exc. formalisation State Govt 2630
1,00,32,534 Total Govt 41.42
f(o)rlizt?g’gl Y-o0-Y Growth 8.02
61,12,223 Y-o-Y growthrate  24.0%

Table 3: NPS subscriber data showing growth in
government employment (data from PRFDA)

March March  March March
2016 2017 2018 2019
16.58 17.89 19.22 19.85
29.24 33.32 38.68 43.21
45.82 51.21 57.90 63.06
4.40 5.39 6.69 5.16
10.6% 11.8% 13.1% 8.9%

Table 2: Net new subscribers by age group for representative states in each zone recorded
in EPFO in the old MOSPI format, AISHE data from MHRD*

Coverage ratio of

Zones EPFO 2018-19 AISHE 2017-18 r
{ Age 18-28 jobs to
Age18-21 | Age22-25 Age26-28 | Agel18-28 | Total(allages) | GER College Pass-out pass-outs%
IE‘ Uttar Pradesh 1,03,205 68,4L4L | 21,601 1,93,250; 2,52,773 25.9 17,01,557 11.4%
%'i Rajasthan 66163 | 44997 | 12502 | 123662 177332 | 217 6,86,995 18.0%
Z § | Madhya Pradesh 49,644 | 38571 | 16030 |  1,04,245 | 142,061 | 212 4,63 449 22.5%
Jharkhand 15760 | 14737 | 8008 | 38,505 | 55616 | 18.0 1,51,724 25.4%
k= | Odisha 17,882 ' 16,129 | 4,289 ' 38,300 35,489 I 22.0 2,14,911 17.8%
& | Bihar 13167 | 16992 | 12143 | 42,302 88293 | 13.0 376,973 11.2%
West Bengal 73101 | 79502 | 3609 | 188697 | 263553 | 187 3,85,507 48.9%
Tamil Nadu 2 60,699 ! 1,26990 | 26479 ! 414168 5,02,020 ! 48.6 877,008 47.2%
E Andhra Pradesh 45100 | 36978 | 17495 | 99,573 | 151,024 | 30.9 3,85,572 25.8%
O | Telangana 1,28393 | 123214 | 42274 | 293881 4,04,079 | 357 3,19,539 92.0%
_Karnataka 265827 | 219708 | 53295 | 538830 | 618080 | 27.8 5,06,839 106.3%
b= | Maharashtra 531,060 | 486518 | 1,68034 | 11,85612 | 1575943 | 311 8,67,599 136.7%
2 | Gujarat 229793 | 137373 | 50496 |  4,17,662 | 555525 | 20.1 3,55,305 117.6%
All India 2342998 | 17,71,705 | 578759 | 46,9362 | 6112223 | 258 89,68,546 52.3%

*Coverage ratio computed by authors. (Odisha's total EPFO number is less than Age 18-28 because data shows a significant number

quit in the 35+ age bracket)

EXT YEAR WILL MARK the
100th birth anniversary of
Bangabandhu Sheikh
Mujibur Rahman, whose
struggles delivered indepen-
dence for Bangladesh. It provides an
opportunity for us to learn to appreciate
that countrybetter. Forwhat that country
stands for. For what their aspirations are.
Forwhytheyare totally deservingand jus-
tifiably of India’s respect.

The first description that needs correc-
tion is the Indian characterisation of the
events of 1971 on the eastern front as an
India-Pakistan war. It wasn’t. Instead, it
should be seen as Bangladesh’s war of
independence.Yes, India fought Pakistan.
Yes, we sent our army in. Yes, the air force
followed thereafter. But let none forget
that while 3,900 Indian soldiers died and
another 9,851 were wounded, the loss of
Bangladeshi life was far more. Some say
that the genocide unleashed by Pakistan
caused upwards of 3 million deaths.If the
quantum of sacrifice made by its peopleis
any criteria, it was clearly Bangladesh’s
fight in which India provided substantial
assistance with men and material to help
the local population capture power.

At the 100th anniversary celebrations
that start in March next year, no other
country has as much claim to be on the
main stage as India. During the 1971 war,
only India and Russia were with
Bangladesh. China sided with Pakistan,
but clearly Bangladesh has mended fences
with China, with the latter offering to
invest huge sums of moneyin Bangladesh.
Evenwith Pakistan,Bangladesh’s relations
are on even keel,as evidenced by the socio-
cultural interaction between the two
countries from time to time. While it is

IS emerging

Earlier termed a basket case, terrorist
haven, Bangladesh is now aboard the

development train

SWAMINATHAN

Chief executive & founder of IRIS Business Services Ltd

true that Sheikh Hasina’s Awami League
has sided with India on issues involving
Pakistan, the same cannot be said of the
two main opposition parties, namely
Begum Zia’s BNP or late General Ershad’s
Jatiya Party,both of whom gave Hasina hell
for cosying up to India.

It has been 48 years since indepen-
dence. For more than half the period,
Bangladesh had governments that were
not favourably disposed towards having
good friendly ties with India even when
they may not always been completely
inimical. The population of Bangladesh,
at the time of itsindependencein 1971,
was 65 million; today, it is 165 million.
Which means that most of the popula-
tion has norecollection of Mujib and his
sacrifices or India’s contribution. The
100th anniversary is a perfect opportu-
nity to tell them about Bangabandhu, his
sacrifices and his contribution to the cre-

ation of Bangladesh.Indiawould dowell
to showcase its own role without making
Bangladesh uncomfortable.Itis a perfect
opportunity for India to pay homage to
the memory of the 3 million
Bangladeshis who died during the inde-
pendence struggle.

ItisinIndia’s interests to do so.Banga-
bandhu, or friend of Bengal, Mujib wore
his Bengaliidentity proudly on his sleeve.
Which is how, even today, the Bengali
identity trumps the Muslim identity for
most Bangladeshis.The anniversary pro-
vides an opportunity to reinforce this in
the minds of the post-independence gen-
eration. From India’s point of view, that
alonewill be enough to provide a bulwark
against mass radicalisation of the popu-
lation.Bangladesh attaches great value to
its secular credentials, and the fact that
there are more than 100 temples where
daily worship takes place is testimony to
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Jharkhand and Rajasthan have low GER
and low coverage ratios. West Bengal has
a higher coverage ratio, 49%, but low
GER, 18.7, which must be improved
along with formal job creation.

Eveninthe moreindustrialised South-
West,some statesare unable to provide for-
mal employment on par with graduation
rates.Tamil Nadu,with India’shighest GER
at 48.6,has a coverage ratio of 47% while
Andhra Pradesh is at 25.8%. Karnataka
and Maharashtra have 100%-+ coverage
ratios,whichisagood sign—representative
of economies that have a substantial ser-
vices contribution.Italsoindicatessizeable
migration towards Bengaluru and Mum-
baiaszones of high employment.The same
could account for Telangana at 92% with
Hyderabad.Gujarat,remarkably,alsohasa
100%+ coverage ratio. However, GER is
20.1—lower than all-India GER—and can
be improved to feed Gujarat's formal job
creation engine.

ESI enrolment applies to 10+ employ
ee entities across 90 industries.In 2017-
18, ESI showed an increase of 17.97 lakh,
with 6.1% growth. There could be some
double counting between ESI and EPFO
subscribers.

NPS scheme is availed by citizens and
government employees alike. Since 2004,
new government employeesare necessar-
ily added on a defined contribution basis.
PFRDAdata (see graphic) shows that num-
ber of new government employees has
increased by 21.64 lakh from FY15 to
FY19,52.2% ata CAGR of 11%—indicat-
ing employment growth in the govern-
mentsectoraswell.InFY19,5.16lakhnew
government employees registered.

Above data clearlyshowsjob creationas
new subscribers in EPFO, NPS and ESIC—
excluding formalisation—invariablyequal
new jobs. Previous articles by authors Pai
and Baid analyse the transportation sector
(https://bit.ly/2FtPrSS)and tax-paying pro-
fessionals (https://bit.ly/2T7pXy7) to
demonstrate creation of jobs from other
data sources. Ghosh and Ghosh also
demonstrated the use of these databases
to estimate job creation.

Amidst employment data, however,
itis clear that India needs to fix the fol-
lowing:

1.Not enough high-paying jobs are
being created for graduates.Itis probable
that most jobs recorded in EPFO are low
paying in the ¥25-30,000 bracket. Data
(https://bit.ly/2K5gnbD) shows that
numberof salaried taxpayers probably
with salaries exceeding 5 lakh/year has
increasedfrom 1.70 croreinAY15t02.33
crore in AY18. This could also include
existing employees. Correlating ITR data
with EPFO subscriberswill giveanidea of
income levels in formal jobs and needs
further study.

2.Some states with a significant num-
ber of graduates are not providing ade-
quate employment. This results in higher
unemployment and emigration towards
cities with opportunities. For example,
there are 1.5 lakh Bengali IT engineers in
Bangalore; significantlyhigherthan those
intheirhome state.

3.Women stand to lose the most as
they cannot migrate easily, either due to
caregiving duties or conservatism. Our
previous article
(https://bit.ly/2WSFKW(q) shows that
female GER rose from 19.4 in FY12 to
25.4 in FY18, and continues upward.
PLFS indicates decline in workforce par-
ticipation of educated women—19.8%
unemploymentin 2017-18 compared to
10% in FY12. Formal jobs must be cre-
ated inhome states to employ graduates.

Regardless, it is challenging foranyone
tomake claims of growing unemployment
based on thin surveys. Instead, one must
assemble large datasets from multiple
databases—EPFO,ESI,NPS,vehiclesales,IT
returns, Mudra and others—and collate
with Aadhar. Using the latest bigdataana-
lytical tools, an appropriate jobs report
reflecting facts and the on-ground reality
can be prepared to direct policy decisions.

>

:1"

this. Equally important, there is the Gur-
dwara Nanak Shahi, in the memory of
Guru Nanak who visited Dhaka in the
16th century.It isimportant for India to
be invested in ensuring that Bangladesh
stays secular and does not become a
breeding ground for anykind of radicali-
sation that can hurt India. But to get
there,we,in India, need to change.

The Indian mindset on Bangladesh
has to change. Take the name in front of
anyone and everything you likely hear is
negative. Illegal migration. Basket case.
Poor country.Terrorist haven.There is no
denying that Bangladesh has its share of
problems. But today’s Bangladeshi is a
proud Bangladeshi.And there is much for
him to be proud of. And he wants to be
appreciated for it. With good reason, too.

The Brookings Institution -calls
Bangladesh one of Asia’s most remark-
able and unexpected success stories in

recent years. “Bangladesh defies eco-
nomicand political gravity,”screams the
Nikkei Asian Review. They are self-suffi-
cient in food and earned the world’s
respect when they gave shelter to the
Rohingyas fleeing persecution in Myan-
mar, in much the same way India did
when millions of Bangladeshis took
refuge in India in 1971. Even Pakistan
calls Bangladesh a success story, admit-
ting candidly that Bangladesh has done
much better than Pakistan itself.

There is more. I did not know until
last week that India exports $10 billion
worth of goods and services to
Bangladesh and that we run a trade sutr-
plus of over $§9 billion with them. It
means that Bangladesh buys over Rs
70,000 crore worth of stuff from us.That
is alot of jobs they are helping us create
in India. They deserve our gratitude for
this alone. But the story does not end

there. In 2017, more than 2.2 lakh
Bangladeshis came to India for medical
treatment, and that number will be
much higher by now. They create jobs,
too.With them, come their families. The
Indian High Commission issues over 15
lakh visas to Bangladeshis annually.Iam
notsureif there is any other country that
sends as many visitors to India. Many of
them come to Kolkata forweekend shop-
ping, some have started going to Guwa-
hati after a direct flight was introduced.
The impact of these 15 lakh on the
Indian economy cannot be overstated.
Thankyou,Bangladesh.Itis high timewe
acknowledged their positive impact on
the Indian economy, and give them the
respect they so rightfully deserve.

If that’s not all, Bangladesh trumps
India on  several indicators.
Bangladeshis’ average life expectancy is
now 72 years, compared to 68 years for
Indians, says the World Bank. When it
comes to banking, only 10.4% of
Bangladeshi bankaccounts are dormant,
compared to 48% of Indian bank
accounts. Dormant accounts are those
where there has not been a single trans-
action forayear.When it comes to ready-
made garments, Bangladesh trumps
India by along way.

If none of this resonates with you as
being reason enough for Bangladesh to
be proud, allow me to remind you of
Shakib Al Hasan, whose performance at
the recent ICC Cricket World Cup has
been nothing short of phenomenal. The
success of Shakib has given the young
Bangladeshireason enough towalkwith
his head held high. It is time we in India
recognised this and give them the
respect that they deserve.




TELLING NUMBERS

Maharashtra, Gujarat have the
most numbers of non-compliant
polluting factories

RESPONDING TO a query in the Lok
Sabha on Friday, Babul Supriyo,
Minister of State for the Ministry of
Environment, Forest and Climate
Change, shared the all-India and state-
wise data of all industries that emit
highly polluting toxins.

As the table alongside shows, both
inabsolute terms and as a proportion
of the total, Maharashtra and Gujarat
have the most number of polluting in-
dustries that have still not complied
with the pollution control norms.
Between them, these two big states
account for more than 53 per cent of
all non-compliant industries in the
country.

According to the data furnished by
the Central Pollution Control Board
(CPCB), there were a total of 4,264
highly polluting industries in India.
Out of these, 518 industries are still
non-complaint. The CPCB hasissued a
total of 156 closure directions till now.
However, legal cases have been filed
against only five units — all of which

Representational image

Tamil Nadu led the states that have
the best compliance levels; it had zero
non-compliant industries. Uttar
Pradesh, too, stands out with just 25
non-compliant industries, which,
however, is just a blip when compared
to the total number of highly pollut-
ing industries in the state. As things
stand, CPCB has issued closure direc-
tions to 24 of these.

Keeping Tamil Nadu company are
some of the most resource-rich states
such as Odisha, which has just 3 non-
complaint industries out of 174, and
Chhattisgarh, which has just 6 such
industries out of the total 163.

are in Maharashtra.
States and Total Non-complying | Closure Legal Action
UTs Industries Directions | Filed

Issued

AndhraPradesh | 243 22 1 0
Chhattisgarh 163 6 1 0
Gujarat 517 97 24 0
Haryana 161 5 2 0
Karnataka 246 15 12 0
Maharashtra 480 179 31 5
Odisha 174 3 0 0
Rajasthan 161 20 2 0
Tamil Nadu 156 0 0 0
Telangana 310 69 40 0
Uttar Pradesh 942 25 24 0
West Bengal 131 24 9 0
Total 4264 518 156 5

Source: Lok Sabha question

THIS WORD MEANS

DEEPFAKE

The artificial intelligence software that can change
videos marks a new frontier for fake news

DEEPFAKE IS a portmanteau of “deep
learning” and “fake”. It is an Artificial
Intelligence (Al) software that superim-
poses a digital composite on to an exist-
ing video (or audio). The origin of the
word “deepfake” can be traced back to
2017 when a Reddit user, with the user-
name “deepfakes”, posted explicit videos
of celebrities.

“The term first rose to prominence
when Motherboard reported on a Reddit
user who was using Al to superimpose the
faces of film stars on to existing porn
videos, creating (with varying degrees of
realness) porn starring Emma Watson, Gal
Gadot, Scarlett Johansson and an array of
other female celebrities,” a report in The
Guardian said. In June this year, a deepfake

video surfaced that showed Mark
Zuckerberg saying that he is in total con-
trol of the stolen data of billions of people.

Deepfakes are created by machine
learning models, which use neural net-
works to manipulate images and videos.
A model such as this “analyses video
footage until it is able algorithmically to
transpose the ‘skin’ of one human face on
to the movements of another — as if ap-
plying a latex mask,” a separate report in
The Guardian said.

The debate around “deepfakes” has
been rekindled recently with the popu-
larity of applications such as FaceApp (for
photo-editing) and DeepNude ( that pro-
duces fake nudes of women).

MEHRGILL

KAVITHAIYER
MUMBAI, JULY 28

THE EASTERN part of the Mumbai Metro-
politan Region (MMR) was inundated over
the weekend after the townships of Kalyan,
Ulhasnagar, Murbad and Ambernath all re-
ceived around 300 mm rain in the 24 hours
ending 8 am on July 27. Almost exactly ayear
earlier, the twin satellite towns of Vasai-Virar
had been all but cut off from Mumbai for two
days as floods snapped rail and road links.
The MMR, which sprawls over more
than 10 times the geographical area of
Mumbai, is dotted by semi-rural areas and
municipalities that sometimes serve as dor-
mitory townships for India’s financial cap-
ital. What makes this coastal urban agglom-
eration prone to flooding of the kind seen
in Thane district over Friday and Saturday?

Reckless construction

Many of Mumbai’s satellite towns are lo-
cated along the Kalu, Ulhas, Waldhuni, and
Bhatsa rivers that shimmy down the MMR,

passing through thickly populated areas in-
cluding Ulhasnagar, Titwala, Badlapur,
Vithalwadi,and Ambernath. All these areas
have seen a massive spurt in construction
activity over the past two to three decades —
and almost all these rivers have the prob-
lems that come with unplanned urbanisa-
tion: encroachments, illegal sand dredging,
dumping of effluents, and construction ac-
tivity on their floodplains.

A March 2015 study prepared for the
Mumbai Metropolitan Region Development
Authority (MMRDA) reported that forest
cover in the MMR had fallen from about a
third of the total area in 1987 to 21%in 2015.
Wastelands, floodplains, mangrove areas, all
have seen construction activity. Saturday’s
overhead images from Naval choppers
showed the Mahalaxmi Express marooned
in what seems to be the floodplains of the
Ulhas river. Railway officials say the line was
originally a good distance away from the
river’s buffer areas, but unplanned construc-
tion along both banks has rendered the
tracks vulnerable to submergence when the
river is in spate, with the city’s drains emp-
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SIMPLY PUT QUESTION 8ANSWER

Understanding cryptocurrencies:
what’s to like, and what’s to fear

The absence of regulation is the most appealing aspect of a cryptocurrency. It is also the most dangerous

UDIT MISRA
NEW DELHI, JULY 28

AN INTER-ministerial committee (IMC) that
was set up to assess the viability of virtual
currencies has recommended that India
should ban private cryptocurrencies such as
Bitcoin. The detailed report of the IMC was
submitted on February 28 but it was made
public only on July 23. It is available on the
Department of Economic Affairs’ website.

What are virtual currencies?

Avirtual currency is a digital representa-
tion of value that can be digitally traded and
functions as (a) a medium of exchange, and/
or (b) a unit of account, and/or (c) a store of
value, but, unlike fiat currency like the rupee,
it is not legal tender and does not have the
backing of a government. A cryptocurrency
is a subset of virtual currencies, and is decen-
tralised, and protected by cryptography.

What are Distributed Ledger
Technologies and Blockchain?

Imagine a small group of school friends
maintaining a list of transactions among
themselves, but with a twist: Instead of hold-
ing this list in one single computer or in the
notebook of one of the group members or
authorising some outside authority (say,
their class teacher) to maintain (and update)
the list, all of them decide to maintain a sep-
arate copy of the list in their personal com-
puters. Every time they transact, the rest of
the members verify the transaction and once
it is verified by all, they update their list.
Further, to make sure that none of them
changes records of the past transactions in
their personal list, they decide to place each
transaction as a block, and to stack it one af-
ter the other in a sequence. This way, no one
can tweak the details of any past transactions
because the overall sequence will not match
with sequences held by others. Lastly, to
make sure that no other child from the school
gets to know the details, they devise a code (a
cypher) for all their communications related
to the list.

Broadly speaking, this is how Distributed
Ledger Technologies, and Blockchain, in par-
ticular, function. DLT refers to technologies
that involve the use of independent comput-

COMPARISON OF REGULATORY TREATMENT OF CRYPTOCURRENCIES IN DIFFERENT JURISDICTIONS
Activities Russia China = Switzerland Thailand Japan New York Canada
LegalTender | No No No No No No No
Payment No (but barter is No Yes Yes Yes Yes (subject to Yes
Method permitted via registration (and
exchanges) requirement) transactions
are taxed)
Investment Yes (but only No Yes (but Yes (but they Regulationis | Yes,with Yes
Token through exchanges) transactions are only silenton this, | some conditions
must comply issued by govt butitis under
with securitieslaws) | approved portals)| consideration
Crypto Yes No The guidelines Yes Yes, but only Yes, subject to Yes
Exchanges are silent through some laws
registered on exchanges
exchanges

ers (also referred to as nodes) to record, share,
and synchronise transactions in their respec-
tive electronic ledgers. Keeping such distrib-
uted ledgers obviates the need for keeping
the data centralised, as is done in a traditional
ledger. All virtual currencies use DLT.

Atransaction under DLT essentially refers
to the transfer of “value” from one to another.
This “value” could be any record of owner-
ship of assets — money, security, land titles —
or the record of specific information such as
information about one’s identity or health
information, etc. That is why DLT has appli-
cations in several fields.

Blockchain is a specific kind of DLT that
came to prominence after Bitcoin, a cryp-
tocurrency that used it, became popular.
Cryptocurrencies such as Bitcoin use codes
to encrypt transactions and stack themupin
blocks, creating Blockchains. It is the use of
codes that differentiates cryptocurrencies
from other virtual currencies.

What is the IMC’s view on DLT and
cryptocurrencies?

The first thing to understand is that the
IMC recognises the potential of DLT and
Blockchain. The IMCaccepts that internation-
ally, the application of DLT is being explored
in the areas of trade finance, mortgage loan
applications, digital identity management or
KYC requirements, cross-border fund trans-
fers and clearing and settlement systems. To

that extent, it recommends the Department
of Economic Affairs (within the Finance
Ministry) to take necessary measures to fa-
cilitate the use of DLT in the entire financial
field after identifying its uses. The IMC also
recommends that regulators — RBI, SEBI,
IRDA, PFRDA, and IBBI — explore evolving ap-
propriate regulations for development of DLT
in their respective areas.

However, the IMC has recommended a
ban on “private” cryptocurrencies. In other
words, it is open to a cryptocurrency that the
RBI may unveil. The IMC’s view is that it
“would be advisable to have an open mind
regarding the introduction of an official dig-
ital currency in India”. It noted that the RBI
Act has the enabling provisions to permit
the central government to approve a
“Central Bank Digital Currency” (CBDC) as
legal tender in India.

Why have private cryptocurrencies
attracted aban?

Whileit is true that the technology used
invirtual currencies has immense potential,
without a central regulating authority, they
can have numerous downsides. The IMC’s
first concern is that non-official virtual cur-
rencies can be used to defraud consumers,
particularly unsophisticated consumers or
investors. The IMC gives the example of the
Rs 2,000 crore scam involving GainBitcoin
in India where investors were duped by a

Ponzi scheme. Moreover, such currencies of-
ten experience tremendous volatility in
their value. For example, Bitcoin was selling
at $20,000 per coin in December 2017 but
in less than a year, it was trading at $3,800
per coin. Ina country where lakhs of traders
get involved in such currencies, this could
have huge implications.

Second, scaling up such a currency sys-
tem over a large population would require
crippling levels of energy resources.
Currencies such as Bitcoin require humon-
gous processing power. According to areport
by the Bank of International Settlement,
Bitcoin processing already uses as much en-
ergy as is used by Switzerland; it called this
an environmental disaster.

Third, the IMC is worried that if private
cryptocurrencies are allowed to function as
legal tender, the RBI would lose control over
the monetary policy and financial stability,
as it would not be able to keep a tab on the
money supply in the economy.

Fourth, the anonymity of private digi-
tal currencies make them vulnerable to
money laundering and use in terrorist fi-
nancing activities while making law en-
forcement difficult.

Fifth, there is no grievance redressal
mechanism in such a system, as all transac-
tions are irreversible.

It is for these broad reasons that the IMC
singled out private cryptocurrencies for a ban.

What’s behind Iconic Tourist Sites initiative?

DIVYAA
NEW DELHI, JULY 28

DURING HER Budget speech earlier this
month, Finance Minister Nirmala Sitharaman
said that 17 “Iconic Tourist Sites” in the coun-
try would be developed by the government
“into world class tourist destinations, to serve
as a model for other tourism sites”. The initia-
tive was aimed atenhancing India’s soft power.

The Sites

Taj Mahal and Fatehpur Sikri (Uttar
Pradesh), Ajanta & Ellora (Maharashtra),
Humayun’s Tomb, Red Fort and Qutub Minar
(Delhi), Colva (Goa), Amer Fort (Rajasthan),
Somnath and Dholavira (Gujarat), Khajuraho
(Madhya Pradesh), Hampi (Karnataka),
Mahabalipuram (Tamil Nadu), Kaziranga
(Assam), Kumarakom (Kerala) and the
Mahabodhi Temple (Bihar).

The Vision
Union Tourism and Culture Minister

Bhatsa —
= Maharashtra ‘ river |
|

|— Kalu
river

— Ulhas

MAHARASHTRA river
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tying into the railway areas simultaneously.

Worst-affected rivers

The Mithi in spate caused much of the
havoc on July 26, 2005, when a cloudburst
dumped 944 mm of rain on Mumbai within
a span of 24 hours; the overflowing Ulhas is
likely to be blamed for parts of Ulhasnagar
going under on Friday evening and Saturday.

Picnickers at aresort onits banks had to
be rescued. The river passes through
Badlapur and Vangani, where the dramatic

-
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Among the chosen sites are the Taj Mahal in Agra and the Qutub Minar in Delhi.

Prahlad Patel told The Indian Express, “The
government is looking at overall develop-
ment from the tourism point of view in and
around these sites — which includes roads
and infrastructure, hotels and lodges, con-
nectivity and access”. As such, several min-
istries, from Railways to Civil Aviation, will
be involved, while the Tourism Ministry will
be the nodal agency. In keeping with interna-

rescue of train passengers took place.

The winding Ulhas flows 120-plus km
from its source in the Sahyadris to the
Arabian Sea via Vasai creek, passing the pic-
turesque Karat and Neral regions, and re-
ceiving waters from as far as the Palasdhari
dam, the Poshir river, Chikoli dam, Barvi
dam, before merging with the confluence
of the Bhatsa and Kalu rivers. Multiple ar-
eas along its banks — Shahad, Ambivali,
Dombivali, Kongaon, Mothagaon,
Ambernath, Ulhasnagar and Badlapur —
were affected on Friday and Saturday.

The Kalu river’s overflowing waters
caused some parts of Titwala to be flooded,
while the much less urbanised Vasind-
Asangaon area were inundated by overflow
from the Bhatsa river.

What can be done?

Will cleaning up these rivers reduce the
likelihood of floods?

There are over 20 reservoirs/dams
within the municipal limits of urban local
bodies in the MMR. Modaksagar and Tansa,
which serve Mumbai, were already over-

tional standards, interventions in and around
the monuments will have elements of uni-
versal accessibility, green technology, and
enhanced security for tourists.

The Funding

The Tourism Ministry has been allocated

Rs 1,378 crore for the development of

tourism infrastructure. This is only margin-

flowing. Villages on the banks of the
Vaitarnariver had been issued their annual
warning over a week back. On Sunday, one
floodgate of the Middle Vaitarna Dam, lo-
cated further north on the Vaitarna river,
was opened.

But downstream villages along the
banks of these rivers are no longer alone in
danger of inundation. As natural adaptation
and flood resilient geography is broken
down by unplanned construction activity.
Holding ponds, mangroves, wetlands, salt
pan lands, and other buffers have disap-
peared. Much of the devastation in Vasai-
Virar on the two days of flooding in July
2018 was linked to the choking of the creek
areas, and at least some of the latest flood-
related damage will be found connected to
the upstream damage to the rivers’ ecology.

The 13 west-flowing rivers and their 21
tributaries are important natural floodwa-
ter drainage systems for the region. At a
wider level, the problem of where the MMR
gets its drinking water also comes into play
— multiple dams on these rivers are in var-
ious stages of construction or planning, in-

ally more than the allocationsin 2017-18 (Rs
1,151 crore) and 2018-19 (Rs 1,330 crore).

Role of ASI

A spokesperson of the Archaeological
Survey of India told The Indian Express, “We
have not yet received any plan or proposal
from the Tourism Ministry about the proj-
ect mentioned in the Budget... Meanwhile,
upgradation and facelift projects at many of
these listed sites are already on; some such
as Red Fort and Qutub Minar even nearing
completion”.

Status of ‘Adopt a Heritage’
scheme

Many of these monuments were opened
up for adoption in late 2017 under the
Ministry of Tourism’s Adopt a Heritage
scheme. The Red Fort was adopted by the
Dalmia Group, while the Qutub Minar and
the Ajanta Caves were adopted by Yatra
Online. But the momentum of the scheme
has slowed down since, and only 11 MoUs
have been signed so far.

What caused weekend flooding outside Mumbai; what can be done?
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BECAUSE THE TRUTH

INVOLVES US ALL

PATIENTS AND VICTIMS

Investigations into faulty hip implants highlight the urgent
need for a law to regulate medical devices

ASTYEAR, A series of reports in this paper revealed the traumatic experiences

of Indian patients who had received faulty hip implants manufactured by the

pharma major, Johnson and Johnson. Another investigation by this paper, last

week, has revealed that Johnson and Johnson paid hefty compensations to US
patients who had received the defective implants. In India, however, the company has
challenged government orders to compensate 4,700 patients who had undergone hip
replacement surgeries. The reports also highlight that the story is more than that of cor-
porate negligence. That Johnson and Johnson continues to brazen it out in India has much
to do with the regulatory deficit in the country.

The investigations pertain to implants manufactured under two brand names, ASR
and Pinnacle. Both products are not in the market currently. Johnson and Johnson re-
called ASR from the global market in 2010, while Pinnacle was withdrawn in 2013. But
recalling a medical device is not like recalling a consumer product. Defective implants
can cause crippling pain — even death. Patients who receive such implants need regular
monitoring. In several countries, registries track the health of such patients. In fact, Johnson
and Johnson'’s recalling of ASR owes to the more than 15 warnings, between 2007 and
2009, issued to it by the Australian Joint Registry (though the company describes its de-
cision as “voluntary”). Pinnacle was pulled out of the market after a flurry of lawsuits in
the US alerted the country's Food and Drug Administration (FDA) about the device's de-
fects. In India, in contrast, regulators were slow to react. Maharashtra’s FDA red-flagged
ASR a few months after Johnson and Johnson withdrew the product from the global mar-
ket. But it took another year for the Central Drugs Standard Control Organisation to ban
the import of ASR. Another year went by before the drug regulator issued an advisory to
orthopaedic surgeons asking them to not implant ASR. These delays are significant be-
cause last year, Johnson and Johnson told a Union Ministry of Health and Family Welfare
(MoHFW) expert committee that it cannot trace as many as 3,600 patients who under-
went surgeries involving the faulty implant. That India did not have a joint registry when
these surgeries happened has compounded the problem. The want of a registry has also
come in the way of ascertaining the damage caused by Pinnacle. Johnson and Johnson
claims that it has no adverse reports of the device in the country. However, reports in this
paper have highlighted the trauma of at least seven patients with Pinnacle implants.

In 2017, the MoHFW issued the Medical Devices Rules. However, the country’s base
legislation on implants continues to be the Drugs and Cosmetics Act, 1940, which does
not have the scope to cover most modern devices, including hip implants. The Indian or-
thopaedic device market is valued at over 450 million dollars and is expected to grow by
30 per cent per year till 2025. The investigations into faulty hip implants bring out the
urgent need for a law to regulate medical devices.

SWEET START

Not hiking FRP for sugarcane is welcome. Transparent pricing
formula, freedom for farmers to sell to any mill is way ahead

HE NARENDRA MODI government has done well not to hike the fair and remu-

nerative price (FRP) for sugarcane in the ensuing 2019-20 crushing season from

October. The FRP has been retained at the current level of Rs 275 per quintal,

linked to a basic sugar recovery of 10 per cent from cane, despite Maharashtra
state elections that are due in just over two months. The decision is clearly an acceptance
of ground reality, wherein mills are struggling to pay even the existing FRP. As on July 15,
Maharashtra mills had cane arrears of Rs 805.76 crore, against the total FRP payments of
Rs 23,173.29 crore for the 2018-19 season. It is even worse in Uttar Pradesh, where out of
the cane worth Rs 33,046.76 crore bought at the state government’s “advised” price (SAP)
of Rs 315-320 per quintal — almost equal to the Centre’s FRP at an average sugar recovery
of 11.48 per cent for this season — mills have paid only Rs 24,535.65 crore till July 25.

At the root of mounting cane dues is politics of a destructive kind. Fixing cane prices
totally out of sync with sugar realisations benefits neither mills nor farmers. Mills are
supposed to pay the FRP (or SAP) within 14 days of cane delivery. But that requires access
to working capital. Banks normally extend cash credit up to 85 per cent of the value of sugar
stocks. That, at present ex-factory prices of Rs 31.5 per kg and 11.5 per cent sugar recov-
ery, works out to Rs 308 per quintal of cane. Moreover, mills can use only about 85 per cent
of this borrowed money to fund cane purchases and the rest for meeting other working
expenses. It means that mills today cannot afford to pay more than Rs 262 per quintal.
Farmers are better off getting this price immediately rather than not being paid at all.
Politicians may earn brownie points by announcing high cane prices. But how does it
help, if these only lead to unpaid dues even at the end of the season.

Not hiking the FRP is a good start; so is the move to create a four million tonnes (mt)
buffer stock on which the Centre will bear the interest and storage costs. Given record es-
timated closing stocks of 14.5 mt for September 30, this should at least help prices from
falling further when the new crushing season begins. But the Modi government should go
further and push states — at least UP, Maharashtra and now Karnataka, where the BJPisin
power — to implement the Rangarajan Committee formula, of paying farmers 70 per cent
of the total revenues of mills from sale of sugar and primary byproducts (molasses, bagasse
and press mud) as cane price. A transparent pricing formula, combined with freedom for
farmers to sell to any mill sans any cane area reservation, should be the path forward.
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WORDLY WISE

SUGAR SOLVES LOTS OF PROBLEMS,

THAT'S WHAT I THINK.
— STEPHEN KING

Democratic ambivalence

Modi, Trump and Bolsonaro are great election winners,
but their stance on civil liberties is seen as questionable

ASHUTOSH VARSHNEY

DOES DEMOCRACY CONTAIN withinitself the
seeds of its own weakening? Does it have an
inner adversary? These questions have long
agitated the minds of political thinkers. Given
what is happening in the US, Brazil and India
— all producing stunning election victories in
recent times — itis time to pay attention to the
internal paradoxes of democracies.

Abrief history of ideas would be in order.
Some of the democratic questioning goes all
the way back to the ancient city-states of
Greece, butlet us begin with the 1830s. That s
when democracy, afterits modern birth in the
United States a few decades earlier, began its
political spread in Europe. Franchise — orwho
could vote — was the big issue. By the 1830s,
the US had already granted the right to vote
to all adult white males, amounting to nearly
40 per cent of the population. With franchise
at 18 per cent, Britain was considerably be-
hind. In the 1860s, when Britain debated
whether franchise should be extended, John
Stuart Mill, one of the most prominent British
voices of the time and a father of modern lib-
eralism, argued, “I regard it as wholly inad-
missible that any person should participate in
the suffrage without being able to read, write
and, I will add, perform the common opera-
tions of arithmetic... Universal teaching must
precede universal enfranchisement.”

India’s debates, six to eight decades later,
went against Mill. On how to think about
democracy, the most decisive voice was
Jawaharlal Nehru'’s. Labelled as an incorrigi-
ble elitist in power circles today, Nehru, in fact,
defended universal franchise on the premise
that “each person should be treated as having
equal political and social value”. He did not
trust the elite to understand and represent
subaltern interests. Ambedkar held a similar
view, and thus was born the idea that even
though India was a mere 17-18 per cent liter-
ate in 1947, the poor and illiterate masses had
the right to vote. Mill thought giving voting
rights to the uneducated would undermine
democracy; Nehru and Ambedkar believed
the opposite. Disenfranchising the plebian
voices would cripple democracy.

Though some polities, especially a few
American states, continue to have severe voter
registration requirements that effectively dis-
enfranchise the poor, universal franchise is
now a worldwide democratic norm. Modern
democracy is inconceivable without elections.

But one should briefly pause to consider

Political analysts all over the
world understand the
magnitude of Modi’s
electoral success. But they
are also asking: How does
his regime perform on civil
liberties — on freedom of
expression, religious practice
and association? And is he,
or his party, by any chance
interpreting their electoral
victory as a mandate to
restrict civil freedoms? If so,
then electoral democracy
might well become the inner
adversary of citizens’
freedoms. It will be one
dimension of democracy
versus another, as the
electoral triumph is allowed
to ride roughshod over the
democratically desirable
freedoms.

an important objection to elections. Jean
Jacques Rousseau, a great modern political
thinker, argued that democracy is about reg-
ular, local-level, mass participation in deci-
sion-making, not periodic elections. It is also
sometimes argued that contemporary China’s
view of democracy is Rousseauvian, empha-
sising people’s participation in local govern-
ments, not elections to select rulers in Beijing
and provincial capitals.

However, few accept this principle today.
“Noelections, nodemocracy” is now a widely
accepted dictum, as elections have become
the incontestable foundation of political
power in a democracy. There is no other way
of figuring out who the people want as their
rulers. Local participation is not a substitute
for elections.

But s there more to democracy than elec-
tions? Modern democratic theory also asks:
What does an elected government do while
in power for four or five years? Especially im-
portant to democratic theory are three civil
liberties: Freedom of speech, freedom of as-
sociation and freedom of religious practice.
How free are the citizens to speak? Are the
people free to form non-governmental asso-
ciations, not simply political parties? How are
the religious groups, especially the minorities,
treated? Without these freedoms, a democ-
racy is only an electoral democracy. It is a
deeper and more meaningful democracy,
when such freedoms are not curbed. Elections
are necessary, not sufficient.

Consider the implications of these larger
arguments for India’s democracy. Of the 17
national elections since 1952, only in 2014 and
2019did the turnout exceed 65 per cent. Prime
Minister Narendra Modi has won power in
India’s two most participatory elections.Inan
electoral sense, thisis a truly massive achieve-
ment. Nehru won three elections in a row, but
those were early days. The turnout was not as
high. If Modi wins another high turnout elec-
tion — let us say,in 2024 — his electoral record
will undoubtedly eclipse Nehru's.

Political analysts all over the world, there-
fore, understand the magnitude of Modi’s
electoral success. But they are also asking:
How does his regime perform on civil liber-
ties — on freedom of expression, religious
practice and association? And is he, or his
party, by any chance interpreting their elec-
toral victory asa mandate to restrict civil free-
doms? If so, then electoral democracy might

well become the inner adversary of citizens’
freedoms. It will be one dimension of democ-
racy versus another, as the electoral triumph
is allowed to ride roughshod over the demo-
cratically desirable freedoms.

The judgement of the world’s leading or-
ganisations, assessing democracy worldwide,
is worth considering. One of the largest such
sources, rising in international stature and ac-
claim, is currently located at the Varieties of
Democracy (V-Dem) Institute, University of
Gothenburg, Sweden. Not connected to any
political or partisan organisation, the V-Dem
Institute is entirely scholarly. It publishes the
‘V-Dem Annual Democracy Report’, which
democracy scholars and activists await every
year with great interest.

What did the annual report say about India
last year? “In India, the infringements in me-
dia freedoms and civil society activities of
democracy... following the election of aHindu
nationalist government have started to un-
dermine the longest-standing and most pop-
ulous democracy in the Global South. Yet the
main indicators of core electoral aspects
democracy do not show significant decline.”

And what did the annual report proclaim
this year? That “autocratisation” is increasing
among “populous countries such as Brazil,
India and the United States”. By “autocrati-
sation”, the V-Dem report means decline of
civil liberties, including freedom for the me-
dia and civil society. Narenda Modi, Donald
Trump and Jair Bolsonaro are thus placed in
the same category. They are great election
winners, but their stance on civil freedoms
is questionable.

Should such scholarly assessments con-
cern Modi, who has just won another election,
placing him now electorally ahead of Trump
and Bolsonaro? How is he interpreting his en-
hanced electoral mandate? Would civil free-
doms be curbed on the argument that the
elections have authorised such restrictions?

Those who did not vote for the BJP but are
proud Indians, whose voices should matterin
a democracy, as well as the world outside,
await answers in the coming months.

The writer is director, Center for
Contemporary South Asia, Sol Goldman
Professor of nternational Studies and Social
Sciences, Professor of Political Science, Watson
Institute for International and Public Affairs,
Brown University

T HE DIVINE PATRIARCHY

Masculinity of gods reinforces gender inequality. Goddesses could subvert it

IN GOooD FAITH
AAKASH SINGH RATHORE

FEMINIST THEOLOGIANS have long held that
male depictions of gods serve to reinforce pa-
triarchy. This elicits the question: Do god-
desses serve inany way to subvert patriarchy?
In Mary Daly’s classic, Beyond God the
Father, the feminist (Catholic) theologian ex-
amined religion as a major cause of women'’s
repression over the last 3,000 years. Daly’s
work exposed the foundational misogyny in
religion which continues to flourish. Daly
made this claim despite the long-standing
theological stance that God of the Abrahamic
religions is unsexed. The Catechism of the
Catholic Church, for example, states: “God is
neither man nor woman: He is God”. God'’s
gender ought to be understood as figurative.
But when we turn to symbolism, ritual and
informal practice, a different story emerges;
one where God is gendered, where incarnate
God — the son — or prophets or deified per-
sons, are also male. Philosophies, religious
symbols, juridical norms and other ideas sta-
bilise and justify patriarchal dominance and
attribute it to inherent natural reasons and not
to mere social causes. Beyond merely natural-
ising patriarchy, the maleness/masculinity of

Philosophies, religious
symbols, juridical norms and
other ideas stabilise and
justify patriarchal
dominance and attribute it
to inherent natural reasons
and not to mere social
causes. Beyond merely
naturalising patriarchy, the
maleness/masculinity of
gods fixes it into the
cosmic order.

gods fixes it into the cosmic order.

RW Conant’s 1904 book, The Manly Christ,
isan obscene testimony to this. Conant asserts
the manliness of Jesus in order to make the in-
creasingly “feminised” religion, as he referred
to it, more attractive to the real men of the
working classes. As he stresses: “Christ stands
for the highest type of a strong, virile man,and
there was nothing effeminate about him.”

We could also look at the images of mas-
culinity, sex, and the body in Buddhism. An
example is available in the Ambattha Sutta
from the Dingha Nikaya in the Pali canon. The
Brahmin student Ambattha is sent by his fa-
mous teacher Pokkharasaati to find out if the
acclaimed Gautama is really a great man. He
should particularly learn whether Buddha
bears the 32 physical bodily characteristics of
a perfect man. Ambattha goes to meet
Buddha, and behaves insultingly toward him,
arrogating himself to a higher position as a
Brahmin over the lower-born Sakyas. Buddha
argues systematically that Kshatriyas are ac-
tually higher born than Brahmins by social
convention, but that he himself considers so-
cial convention less important than conduct
and wisdom. Buddha thus humbles the ex-
cessive pride of Ambattha and the student re-
turns to his teacher to narrate what has oc-
curred. Pokkharasaati is angered and goes

himself to confront Buddha. However, upon
encountering Buddha and seeing thatindeed
he bears all the physical marks of a perfect
man, he ends up a convert.

Another masculinised body is that of
Hanuman. This god’s manliness is palpable in
the context of the highly masculine practice
of wrestling within akharas, which always and
everywhere occurs under the auspices of
Hanuman murtis. Young men, always men,
revere and model themselves upon the god.
A crucial part of this emulation lies in the
celibacy. In this framework, the seductive and
thus enervating feature of women'’s bodies,
and feminine wiles, plays arole.

Butif, asit seems, the male-sexed bodies of
gods serve to reinforce patriarchy, do god-
desses serve to subvert it?

Some powerful strands of feminismin the
West assume so. Interventions in Indian fem-
inism, however, generally disagree. Rajeswari
Sundar Rajan, for example, in her essay ‘Is the
Hindu Goddess a Feminist?’, throws into
doubt the emancipatory value of the Stree-
Shakti trope. Everyone seems to agree, how-
ever, that powerful goddesses do offer poten-
tial opportunities for anti-patriarchal action.

The writer is visiting professor of philosophy at
Jawaharlal Nehru University
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SWEARING IN

ANINE-MEMBER COALITION ministry — the
first at the Centre — came into being when
Charan Singh, prime minister, and his col-
leagues were sworn in by President N
Sanjeeva Reddy. The ceremony took place in
the Ashoka Hall of Rashtrapati Bhavan,inan
atmosphere filled with perfume, thanks to
Raj Narain who went round with a bottle of
“attar”. Seven of the Cabinet members, in-
cluding Charan Singh, are from the Janata(S)
Party and P LKaushikis a Socialist. Y B Chavan
was the lone Congress nominee who took
the oath of office and secrecy. The appoint-
ment of six others of his party, which had
been announced in the morning, was can-

celled at night. A Rashtrapati Bhavan com-
munique issued in the night designated
Chavan deputy prime minister in charge of
the home ministry.

GovT WON'T LAST

THE LEADER OF the Janata Parliamentary
Party, Jagjivan Ram, said the Charan Singh
government would not last long. Speaking at
the national executive meeting of the Janata
Party, the former deputy prime minister said
Charan Singh’s group was in a minority. He
had forged “illogical alignments which could
not last long”. Both Jagjivan Ram and the
Janata Party chief, Chandra Shekhar, asserted
that their party would be able to eventually

prove its majority in the Lok Sabha.

CONGRESS UNCERTAIN
CHARAN SINGH MUST have got the message:
The contradictions in the combination he
heads have come to the fore earlier than ex-
pected. The hitch that cropped up in Congress
nominees not taking oath of office was not
over any programme. The party simply had
too many claimants. Even'Y B Chavan would
have stayed back but for the fact that the
Congress did not want the impression to go
round that the alliance with the Janata (S) was
off. No one doubts that the situation created
within the Congress over the distribution of
ministerships will evade solution for long.
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Tom & Jerry In West Asia

Like the iconic cartoon mouse, Iran is using brinkmanship, asymmetrical military tactics against the US

RAMIN JAHANBEGLOO

THE SEIZURE of an oil tanker bearing the
British flag by the naval forces of Iran’s Islamic
Revolution Guards Corps (IRGC) on July 21 is
indicative of the ongoing tension between Iran
and the US and its allies. Through this move,
the Iranian authorities have shown once again
that they are determined to emphasise Iran’s
hegemonic role in the Middle East and to
strongly underline Iran’s regional power in the
Strait of Hormuz and the Persian Gulf. As ten-
sions have risen between the US and Iran over
recent months, the absence of a diplomatic
back channel to defuse incidents and potential
blow-ups is being felt. We can add to this the
fact that the US has not taken any visible re-
taliatory action, denying Tehran an opportu-
nity for the showdown it seems to want.
General Kenneth F McKenzie Jr, the US
Central Command commander gave an ex-
planation for this measured American ap-
proach by saying: “We shouldn’t fall into the
trap of some form of overreaction. So our re-
sponse is going to be very calm, taken in con-
cert with the international community.” But
the US-Iran cat and mouse game has been
analysed on the Iranian side as a Tom and
Jerry cartoon, where the mouse appears clev-
erer and more astute than the cat. As a mat-
ter of fact, during a gathering on May 23 in
Tehran, Iran’s Supreme Leader Ayatollah Ali
Khamenei invoked the US-Iran tensions by
making an allusion to the Hanna-Barbera
classic. “The US has committed all kinds of
animosity to hit the Islamic Republic and has
plotted various political, economic, military
and propaganda schemes,” Khamenei said.
“All their plots have failed — just like Tom
from the well-known Tom and Jerry cartoon

— and they will fail again in the future.” Iran
continues a tactical escalation, shooting
down aUS surveillance drone last month, at-
taching mines to tankers and now seizing
ships in the Strait of Hormuz, while Donald
Trump s clearly avoiding military confronta-
tion with Iran, especially as he heads into an
election year.

Consequently, Iran wants to show off its
military capacities, at home and abroad, to
demonstrate that it can get around US sanc-
tions and continue to develop its hegemony
in the region. This is why, from January to
July, Iran has been conducting drone exer-
cises and has said that it even monitored the
movements of a US aircraft carrier. On July
10, Iranian drones reportedly were used
against a Kurdish dissident group in north-
ern Iraq, after Iran accused the group of
killing members of the Islamic Revolutionary
Guard Corps. The new IRGC drone was used
three weeks after Iran downed a sophisti-
cated American drone over the Gulf of Oman.

Iranians have also been helping the
Houthi rebels to launch drone attacks on
Saudi Arabian airports near the Yemen bor-
der. Taken as a whole, the Islamic regime’s
drone technology and its immediate use by
the proxies of Iran, like the Lebanese
Hezbollah and the Houthis, show that the
authorities in Tehran have the military abil-
ity to threaten the US and its allies. This
shows clearly that Iran’s military footprintis
growing across the Middle East.

Iran’s military actions and the silence of
the American cat, show that the Trump ad-
ministration’s weapon of choice is still hard
economic sanctions, while Tehran’s only re-
maining option is using its wide array of
asymmetrical military capabilities through
its Iranian Revolutionary Guards. As aresult,
it is clear that President Trump is following
the same policy that he used in the show-
down with North Korea, China and other
countries. However, Iran proves to be a
tougher challenger and as in the case of Jerry
the mouse, Iranian regime is not an easy en-
emy to defeat. Iranis clearly willing to resort
to violent means and push the situation to

Iran’s military actions and
the silence of the American
cat, show that the Trump
administration’s weapon of
choice is still hard economic
sanctions, while Tehran’s
only remaining option is
using its wide array of
asymmetrical military
capabilities through its
Iranian Revolutionary
Guards. As aresult, it is clear
that President Trump is
following the same policy
that he used in the
showdown with North
Korea, China and other
countries. However, Iran
proves to be a tougher
challenger and as in the case
of Jerry the mouse, Iranian
regime is not an easy enemy
to defeat.

the brink of war, even though the balance of
power is largely in the US’s favour.

This is the main reason why the European
countries, who have been at odds with Trump
and his administration over the US with-
drawal from the Joint Comprehensive Plan of
Action (JCPOA), reacted strongly against
Tehran’s decision to start suspending clauses
of the agreement and taking steps to increase
uranium enrichment levels and reserves. This
said, the Iranian leaders will certainly not re-
turn to the negotiating table to reach a new
deal onIran’s nuclear programme and its re-
gional policies. Iranians feel stronger in their
mouse and cat game, especially when they
are backed by the Russian dog.

Actually, a few days ago, the Russian for-
eign ministry urged the remaining signato-
ries to the JCPOA to continue cooperating and
help save the agreement. However, while
Russia continues blaming Washington for
the failure of the Iran nuclear agreement,
some Chinese customers are still buying lig-
uefied petroleum gas (LPG) from Iran. China
accounted for 3,46,000 tonnes, or 80 per
cent, of Iran’s LPG exports in May, since
Iranian supplies have been among the
cheapest in the world as customers from
Japan to South Korea turned away from do-
ing business with the country following the
US’s sanctions.

In the iconic American cartoon Tom and
Jerry, Jerry always gets the upper hand. But
this situation might not last long for the
Iranian mouse, especially in the absence of
a substantive and successful diplomacy be-
tween the two countries. Evidently, the
Boltons and Pompeos of the Trump admin-
istration will not always be silent over the
American president’s decision to call off re-
taliatory air strikes over Iran’s downing of a
US surveillance drone. As for Trump, he can-
not continue saying “America first,” without
doing whatever it takes, however destruc-
tive, to show that Tom the catis not the loser
of the game.

The writer is professor-vice dean, Jindal
Global University
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BATTING FOR TRUMP tle friendly ‘push’ from powerful global ac-  two nations were rising.” mob violence and punishment in
tors may help the stakeholders reach a mu- While India being sidelined in Bangladesh but his arguments and obser-

DAWN, WHICH HAS otherwise been fairly
critical of US President Donald Trump on his
erratic foreign policy stances, Twitter policy
announcements, et al, seems to have
changed its tune somewhat in the aftermath
of Prime Minister Imran Khan and army chief
Qamar Bajwa’s visit to the White House. In
its July 24 editorial, the newspaper appears
to welcome Trump'’s offer to mediate the
Kashmir dispute. It is also somewhat flippant
in its dismissal of New Delhi’s denial of the
US president’s assertion regarding Narendra
Modi’s offer — “He actually said would you
like to be mediator or arbitrator? said Mr
Trump, quoting the Indian leader”.

While maintaining that Trump’s diplo-
macy has had mixed results — the success
with North Korea on the one hand, the esca-
lation with Iran on the other — the editorial
contends that “Mr Trump’s maverick tactics
may just be what the Kashmir issue needs”.

There is an element of balancing, of not
taking a clear position in the editorial. It
seems to stand for a bilateral solution, or at
best a trilateral one where Kashmir and its
people are a separate party, but also calls for
multilateral interference: “At the end, it is
Pakistan, India and the Kashmiris who will
have to take the final decision to resolve this
over seven-decade-old imbroglio. But a lit-

tually acceptable solution. Moreover, Indian
rigidity has left little hope on the bilateral
front, especially under Mr Modi’s watch, as
Delhi keeps harping on about ‘terrorism’,
without earnestly responding to Pakistan’s
offers for dialogue. Whether it is the US, the
UN, or other global players, clearly a multilat-
eral framework may be able to provide a con-
ducive atmosphere for the resolution of the
Kashmirissue.”

THE COST OF DINNER

MUHAMMAD AMIR RANA, a security ana-
lyst and columnist for Dawn writes on July
28 of Islamabad and Rawalpindi’s task after
the successful visit by the country’s leader(s)
to Washington. Rana first points out the sig-
nificant diplomatic gains from the visit: “The
country is set to gain in the whole process as
India has failed to develop its relevance in
the Afghan peace process. On this ground
alone, Pakistan’s establishment considers it
amajor achievement. Similarly, the US offer
of mediation over the Kashmir issue has put
pressure on Indian Prime Minister Narendra
Modi. It has happened at a time when the
Trump administration was not comfortable
with India’s recent multibillion-dollar deals
with Russia, and trade tensions between the

Afghanistan certainly benefits Pakistan, it
must now deliver on the expectations it has
generated for the US. The country’s role in
bringing the Taliban to the negotiating table
has certainly been welcomed in Washington.
But now “to keep this momentum, the gov-
ernment has to deliver on Afghanistan. The
probability of direct talks between the
Taliban and Kabul would be one challenge,
but influencing the former to commit to a
lasting ceasefire could prove another daunt-
ing task.”

Another important political success for
Imran Khan actually came before the dinner.
M Bilal Lakhani writes in The Express Tribune
on July 28 that “Khan’s packed jalsa... en-
abled him to defuse the primary attack
against his legitimacy, on being selected,
with Mike Pompeo, the American Secretary
of State, commenting on his rockstar recep-
tion. The jalsa strengthened Imran’s hand as
we walked into the White House, the morn-
ing after.”

MOB AND STATE

THE MOB, AND its violence in the name of
justice, is an issue that seems to resonance
across South Asia. Badiuzzaman Bay writes
in The Daily Star on July 27 on the issue of

vations will certainly find resonance in both
India and Pakistan. Here’s the immediate
context: “As of July 23, seven people died
and at least 35 were injured in mob beatings
sparked off by a rumour about human heads
being collected—yes, you heard it right—for
the construction of Padma Bridge, the
dream project of the Awami League govern-
ment.”

Bay lays some of the blame for “mob jus-
tice” on the failure of the state and its legal
institutions. But he traces a curious and dis-
turbing form of assertion in such violence as
well: “To understand the gravity of this loss,
one only needs to take a look at any of the
video clips that are now circulating through
the social media, showing the lynching of
Taslima Begum Renu in Badda, on July 20. It
was nauseating to watch as an angry crowd
gathered to “punish” the single mother-of-
two for her rumoured attempt to kidnap a
child. Only, she didn’t do it. But at that rare
empowering moment in their life, those peo-
ple were judge, jury and executioner at the
same time. And the world was suddenly re-
duced to a choice between a weapon and a
shield.”

What's worse, in their mind, the people
that form the mob “were doing the right

thing”".
N N
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WHAT THE OTHERS SAY

“The special counsel [Robert Mueller] offered no startling new material, but

his testimony was nonetheless valuable. ”

— THEGUARDIAN

The digital
identification parade

NCRB'’s proposed Automated Facial Recognition
System impinges on right to privacy, is likely to
target certain groups

AAYUSH RATHI AND
AMBIKA TANDON

THE NATIONAL Crime Records Bureau re-
cently issued a request for proposals for the
procurement of an Automated Facial
Recognition System (AFRS). The stated ob-
jective of the AFRS is to “identify criminals,
missing persons/children, unidentified
dead bodies and unknown traced chil-
dren/persons”. It will be designed to com-
pare images against a “watchlist” curated
using images from “any[...| image database
available with police/other entity”, and
“newspapers, raids, sent by people,
sketches, etc.” The integration of diverse
databases indicates the lack of a specific
purpose, with potential for ad hoc use at
later stages. Data sharing arrangements
with the vendor are unclear, raising privacy
concerns around corporate access to sensi-
tive information of crores of individuals.

While a senior government official clar-
ified that the AFRS will only be used against
the integrated police database in India —
the Crime and Criminal Tracking Network
and Systems (CCTNS) — the tender explic-
itly states the integration of several other
databases, including the passport database,
and the National Automated Fingerprint
Identification System. This is hardly reas-
suring. Even a targeted database like the
CCTNS risks over-representation of mar-
ginalised communities, as has already been
witnessed in other countries. The data-
bases that the CCTNS links together have
racial and colonial origins, recording details
of unconvicted persons if they are found to
be “suspicious”, based on their tribe, caste
or appearance. However, including other
databases puts millions of innocent indi-
viduals on the AFRS’s watchlist. The objec-
tive then becomes to identify “potential
criminals” — instead of being “presumed
innocent”, we are all persons-who-haven’t-
been-convicted-yet.

The AFRS may allow indiscriminate
searching by tapping into publicly and
privately installed CCTVs pan-India.
While facial recognition technology
(FRT) has proliferated globally, only a few
countries have systems that use footage
from CCTVsinstalled in public areas. This
is the most excessive use of FRT, building
on its more common implementation as
border technology. CCTV cameras are al-
ready rife with cybersecurity issues, and
integration with the AFRS will expand
the “attack surface” for exploiting vul-
nerabilities in the AFRS. Additionally, the
AFRS will allow real-time querying, en-
abling “continuous” mass surveillance.
Misuse of continuous surveillance has
been seen in China, with the Uighurs be-

ing persecuted as an ethnic minority.

FRT differs from other biometric forms
of identification (such as fingerprints, DNA
samples) in the degree and pervasiveness
of surveillance that it enables. It is designed
to operate at a distance, without any
knowledge of the targeted individual(s). It
is far more difficult to prevent an image of
one’s face from being captured, and allows
for the targeting of multiple persons at a
time. By its very nature, it is a non-consen-
sual and covert surveillance technology.

Potential infringements on the right to
privacy, a fundamental right, could be enor-
mous as FRT allows for continuous and on-
going identification. Further, the AFRS vio-
lates the legal test of proportionality that
was articulated in the landmark
Puttaswamy judgment, with constant sur-
veillance being used as a strategy for crime
detection. Other civil liberties such as free
speech and the right to assemble peace-
fully could be implicated as well, as specific
groups of people such as dissidents and
protests can be targeted.

Moreover, facial recognition technology
has not performed well as a crime detec-
tion technology. Challenges arise at the
stage of input itself. Variations in pose, il-
lumination, and expression, among other
factors, adversely impact the accuracy of
automated facial analysis. In the US, law en-
forcement has been using images from
low-quality surveillance feed as probe pho-
tos, leading to erroneous matches. A mat-
ter of concern is that several arrests have
been made solely on the basis of likely
matches returned by FRT.

Research indicates that default camera
settings better expose light skin than dark,
which affects results for FRT across racial
groups. Moreover, the software could be
tested on certain groups more often than
others, and could consequently be more
accurate in identifying individuals from
that group. The AFRS is envisioned as hav-
ing both functionalities of an FRT — identi-
fication of an individual, and social classifi-
cation — with the latter holding significant
potential to misclassify minority
communities.

In the UK, after accounting for a host of
the issues outlined above, the Science and
Technology Committee, comprising 14 sit-
ting MPs, recently called for a moratorium
on deploying live FRT. It will be prudent to
pay heed to this directive in India, in the ab-
sence of any framework around data pro-
tection, or the use of biometric technolo-
gies by law enforcement.

The experience of law enforcement’s
use of FRT globally, and the unique chal-
lenges posed by the usage of live FRT de-
mand closer scrutiny into how it can be reg-
ulated. One approach may be to use a
technology-neutral regulatory framework
that identifies gradations of harms.
However, given the history of political sur-
veillance by the Indian state, a complete
prohibition on FRT may not be too far-
fetched.

Rathi and Tandon are researchers at the
Centre for Internet and Society

LETTERS TO THE EDITOR

A PEOPLES’ TOOL

THIS REFERS to the editorial, ‘The right
to know’ (IE, July 24). The right to infor-
mation Act 2005 is model for many
democracies to provide a platform to
the citizens to request any information
from any public authority. The recent
amendments have weakened these
powers. Considering the widespread
criticisms of these amendments, the
government should rethink this piece
of legislation.

Nayan Agrawal, Ujjain

LIVING IN THE PAST

THIS REFERS to the article, ‘Article that
binds’ (IE, July 26). It is time to abolish
Articles 370 and 35A . They may have
been the legal threads that combined
J&K with India. But why should one
state be accorded special status?
Kaushal Meena via e-mail

(GOOD NEIGHBOURS

THIS REFERS to the editorial, Imran said
it’ (IE, July 26).It is high time that
Pakistan realises the importance of cor-
dial relations with India. India and
Pakistan share the same culture and
economic conditions and face the same
strategic threats. An important sector
that will benefit from good relations
with Pakistan is tourism. The states bor-
dering Pakistan like Jammu and
Kashmir and Punjab can be developed
as great tourist centres. Peace will also
boost the economy of these states and
create employment.

Veena Shenoy, Thane

LETTER OF THE
WEEK AWARD

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

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

OPPOSITION FALTERS

THIS REFERS to the editorial, ‘A dismal
frame’ (IE, July 25). It was a very swift
move by the Congress to outwit the BJP
and form a government in Karnataka
After that move last year, other
Opposition parties became inclined to
explore possibilities for the 2019 gen-
eral elections. But the massive defeatin
the elections has disheartened them.
The JD(S) and Congress alliance was an
opportunistic one from day one.

Bal Govind, Noida




Sexism in Parliament

India needs more women in legislatures
to combat the likes of Azam Khan

July 25, silencing Opposition voices that the Mus-
lim Women (Protection of Rights on Marriage)
Bill, 2019 should not be pushed through in a hurry, and
without scrutiny. But the dissent on the nitty-gritty of
the bill was overshadowed by the sexist remarks made
by Samajawadi Party MP Azam Khan, directed against
Bharatiya Janata Party member Rama Devi who was in
the Chair. Referring to an intervention by Minority Af-
fairs Minister Mukhtar Abbas Naqvi, Mr. Khan quoted a
couplet, “... tu idhar-udhar ki na baat kar (do not di-
gress).” When Ms. Devi asked Mr. Khan to address the
Chair, he made an “objectionable” statement, marking
a new parliamentary low. The irony that this was said
while the House was discussing an issue concerning
women was not lost on Finance Minister Nirmala Sitha-
raman, who quipped: “Don’t politicise an issue that af-
fects women.” Women and Child Development Minister
Smriti Irani pointed out that Mr. Khan’s comment was a
“blot on all legislators including men”. Mr. Khan, a vet-
eran from the Uttar Pradesh Assembly but a first-time
MP who is no stranger to controversy, was banned from
campaigning for 72 hours in the recent Lok Sabha polls
after his misogynist remarks against BJP candidate Jaya
Prada. While Mr. Khan has been asked to apologise to
the House, some women members have renewed the
pitch for the passage of the women’s reservation bill.
The 17th Lok Sabha has the highest number of wo-
men MPs, 78, comprising 14.39% of the House. This is
higher than 2014 and a long way from the first election
in 1951-52, when they made up only 5% of the House.
The global average stands at 24.6%, and neighbours
Bangladesh, Pakistan and Nepal have quotas for wo-
men in Parliament. In India, the women’s reservation
bill or the Constitution (108th) Amendment Bill to set
aside one-third of seats in Parliament and State Assem-
blies for women was passed in the Rajya Sabha in March
2010. However, the Bill couldn’t overcome odds and the
opposition in the Lok Sabha and went into cold storage.
Critics have cited several reasons behind the bill being
thwarted, not least that the quota for women would be
appropriated by powerful stand-ins. But this could hold
true for men as well. The Bharatiya Janata Party, which
has an overwhelming majority in the Lok Sabha (303 of
543 seats) and has rushed through more than a dozen
bills in this session, must take the lead. Slogans such as
‘Beti Bachao, Beti Padhao’ will sound like mere lip-ser-
vice if political parties don’t speak out against gender
prejudice. Women must have greater political represen-
tation in decision-making bodies as a first step towards
changing chauvinistic mindsets, and Parliament needs
to show the way.

The triple talaq bill was passed in the Lok Sabha on

Ban or regulate?

There are issues with cryptocurrencies,
but a ban might not be the best answer

he recommendation of an inter-ministerial com-
Tmittee that India should ban all private crypto-
currencies, that is, Bitcoin and others like it,
hardly comes as a surprise. Indian policymakers and
administrators have time and again made clear their
distaste for them, their existence owed almost entirely
to advanced encryption technologies. In his Budget
speech in 2018, Finance Minister Arun Jaitley said the
government doesn’t consider them legal tender. The
Reserve Bank of India has repeatedly warned the public
of the risks associated with dealing with cryptocurren-
cies. Bitcoin, the most prominent among them, has yo-
yoed wildly in value, even over short periods of time. A
May 2019 article by Bloomberg, citing data from block-
chain analysis firm Chainalysis, said “speculation re-
mains Bitcoin’s primary use case”. Its use in illegal on-
line marketplaces that deal with drugs and child
pornography is well-documented. There have been cas-
es of consumers being defrauded, including in India. Gi-
ven all this, it is understandable that the committee, un-
der the chairmanship of Subhash Chandra Garg, the
former Economic Affairs Secretary, has come across as
being wary of private cryptocurrencies even while ad-
vocating a central bank-issued cryptocurrency.
Governments and economic regulators across the
world are wary of private cryptocurrencies. As they
need neither a central issuing authority nor a central
validating agency for transactions, these currencies can
exist and thrive outside the realm of authority and reg-
ulation. They are even deemed a threat to the official
currency and monetary system. The question then is
whether banning cryptocurrencies is the most effective
way to respond. The inter-ministerial committee be-
lieves it is, going so far as to draft a law that mandates a
fine and imprisonment of up to 10 years for the offences
of mining, generating, holding, selling, dealing in,
transferring, disposing of, or issuing cryptocurrencies.
But six of the seven jurisdictions that its report cites
have not banned cryptocurrencies outright. Many of
them, including Canada, Thailand, Russia and Japan,
seem to be moving on the path of regulation, so that
transactions are within the purview of anti-money laun-
dering and prevention of terror laws. China, which In-
dia has taken a cue from, has gone for an outright ban.
Even there, the report says, “owing to the network-
based nature of cryptocurrencies, after banning dom-
estic crypto exchanges, many traders turned to over-
seas platforms to continue participating in crypto tran-
sactions.” Trading in China is now low but not
non-existent. But why would an outright ban be a supe-
rior choice to regulation, especially in a field driven by
fast-paced technological innovations? The report, un-
fortunately, doesn’t clarify that point.

Governing India through fiscal math

A focus on fiscal deficit reduction alone is not sound economic management. The revenue deficit must be in the picture

rC—

PULAPRE BALAKRISHNAN

hile it is important for a
government to pursue a
sound economic policy,

including management of the pu-
blic finances, it is yet another mat-
ter to make a fetish of any one as-
pect of it. The latter appears to
govern this government’s ap-
proach to policy when the fiscal
deficit is given pride of place in its
self-assessment. Not only is this
unlikely to yield results on its own,
it is not even necessarily prudent.

Thread of fiscal discipline
Soon after the Budget for 2019-20
was presented, one of the Finance
Minister’s predecessors remarked
that “fiscal prudence rewards eco-
nomies”. This was perhaps issued
both as praise for the Budget itself
and as a justification of the ap-
proach taken during his own te-
nure. Though a concern for the
size of the fiscal deficit would have
been inevitable since the enact-
ment of the Fiscal Responsibility
and Budget Management Bill in
2003, and has therefore been on
the radar of political parties of all
persuasions at the Centre, it has
been raised to special significance
since 2014. It figured in the most
recent Economic Survey, and its
anticipated magnitude for 2019-20
was the final statement in the Bud-
get speech that had followed. The
Finance Minister had commenced
the speech saying how the govern-
ment was committed to fiscal
discipline.

In the context, “fiscal disci-
pline” is understood as taking the

economy towards the 3% of the
gross domestic product. The basis
for this figure can be queried but
that is beside the point. Actually,
the point is two fold: whether the
fiscal deficit should be the sole in-
dex of fiscal management and
what a reduction in the deficit
would achieve. To suggest that fis-
cal prudence rewards economies
is to suggest both that the fiscal
deficit is the right indicator of fis-
cal soundness and that reducing it
is bountiful.

Not always a perfect measure
While a sound fiscal policy is high-
ly desirable, the magnitude of the
fiscal deficit is not always and eve-
rywhere — think here of the state
of the economy — a good measure
of soundness. First, the fiscal defi-
cit reflects the overall imbalance in
the Budget. Embedded in the ac-
counts of the government is the re-
venue account which is a state-
ment of current receipts and
expenditure. A fiscal deficit may or
may not contain within it a deficit
on the revenue account, termed
the “revenue deficit”. The possible
embeddedness of a revenue deficit
within a fiscal deficit muddies the
waters somewhat. For movements
in the overall, or fiscal, deficit by
itself tell us nothing about what is
happening to the revenue deficit.
Why should we worry, one might
ask. We worry because it is the ba-
lance on the revenue deficit that
indicates whether the government
is saving out of its income or
spending more than it receives as
current revenue. A revenue deficit
implies that the government is
dissaving.

A fiscal deficit co-terminus with
a revenue deficit is to be frowned
upon as it implies that at least
some part of the borrowing is to fi-
nance current consumption, so-
mething a government ought pru-
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dently to avoid, at least for long.
Therefore, unless the revenue def-
icit is kept explicitly in the picture,
we cannot deduce the soundness
of economic management from a
mere reduction in the fiscal defi-
cit. In fact, in the Budget for 2019-
20, while the fiscal deficit project-
ed is marginally lower than earlier,
the revenue deficit is projected to
rise. Even though the magnitude
of the changes is minuscule, their
direction calls into question the Fi-
nance Minister’s claim that the go-
vernment is committed to fiscal
discipline. It is yet another in-
stance when the fiscal deficit can
end up being no more than win-
dow dressing. While a pathologi-
cal adherence to a revenue ac-
count balance is itself avoidable, a
steady revenue deficit as the fiscal
deficit shrinks makes a mockery of
fiscal consolidation. Worse still it is
open to the interpretation that the
exercise is ideological in that it
aims only to shrink the size of go-
vernment, fiscal prudence be
damned.

Rewards yet to be seen

A detour through history would
help bring some perspective here.
A revenue deficit of the Central go-
vernment is relatively recent, hav-
ing been virtually non-existent till
the 1980s. After that a rampant po-
pulism has taken over all political
parties, reflected in revenue defi-
cits accounting for over two thirds

History and the 5G dilemma

As India looks to developing 5G technology, its quest in the 1980s for an American supercomputer offers lessons

ARUN MOHAN SUKUMAR

ew technologies have a cu-
| \ | rious history of finding
their way into the cross-
hairs of international politics. ‘5G’
is no different. In many respects,
the dilemma facing Prime Minister
Narendra Modi — to embrace Hua-
wei and other Chinese purveyors
of 5G-enabled telecommunica-
tions infrastructure, or to salvage
the political relationship with the
United States — is similar to the
one faced by Rajiv Gandhi in the
1980s. Then, India had sought for
itself a “supercomputer” from,
among others, Japan. Instead, it
was dealt a bad hand by the U.S.,
and made to settle eventually for
an American machine that be-
longed to an older, slower genera-
tion of computers. The lessons
from that moment in history are
instructive, and Indian policymak-
ers would do well to heed them.
The late 1980s saw the waning
of Cold War tensions on account of
the Soviet Union’s inability to
stand toe-to-toe with the military
might of the U.S. But U.S. Presi-
dent Ronald Reagan’s administra-
tion had already set its sights on a
small nation making rapid advan-
cements in computing: Japan.
Their  technological rivalry
spawned a trade war between
Washington DC and Tokyo, each
trying to outpace the other in pe-
netrating newer markets. It
reached a crescendo in 1987 when

Reagan himself blocked the acqui-
sition of Fairchild Semiconductors
by Fujitsu Corporation. Fairchild
was responsible for giving “Silicon
Valley” its name — the audacious
Japanese attempt to buy off an
American crown jewel was the
straw that broke the camel’s back.

The supercomputer saga

But long before this rivalry
reached a head, India had become
its unfortunate casualty. Geopolit-
ics induced by technology coincid-
ed with Rajiv Gandhi’s winning the
1984 general election by a land-
slide. His early initiatives included
the New Computer Policy (NCP) of
1984 and the Software (Exports)
Policy of 1986, which resulted in a
steep drop in the price of compu-
ters, and heralded a remarkable
shift in the government’s attitude
towards them. However, to keep
up with rapid, generational leaps
in computing, India needed the as-
sistance of nations that had made
big strides in the sector. The U.S.
made it known early that it called
the shots.

Months after the NCP was
passed, Reagan put India in a list
of destinations that needed special
“review” before exports of Ameri-
can technology could be cleared.
Rajiv Gandhi made a much publi-
cised visit to Washington DC in the
summer of 1985 to break the im-
passe. It resulted in the Technolo-
gy Cooperation Agreement (TCA),
a genuine, diplomatic success
forged by the personal chemistry
the young Prime Minister shared
with the septuagenarian Reagan.
The TCA eased regulations on
technology exports, and it was
during this visit that Rajiv Gandhi
broached the possible purchase of
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a supercomputer.

Publicly, India sought a super-
computer to forecast its monsoons
better. Negotiations with the U.S.
were however long and cumber-
some, and an entire year passed
by without any progress. Mean-
while, Rajiv Gandhi himself had
staked political capital in promis-
ing to bring home a supercompu-
ter, lending urgency to the matter.
India eventually approached Ja-
pan, whose NEC Corporation was
the only company outside the U.S.
that could offer a supercomputer..
The Wall Street Journal at the time
made the stunning revelation that
Japan had promised India it would
“sign a supercomputer agreement
within 30 days if the US deal fell
through”.

Instrument of politics

The availability of advanced tech-
nology from a competitor under-
mined the U.S. objective of wield-
ing it as a blunt instrument of
politics. Reagan wanted to wean
India away from its partnership
with the Soviet Union on high
technology, and rein in New Del-
hi’s progress on its nascent guided
missile programme. Therefore,
the U.S. attached riders to the sale,

of the fiscal deficit such as the case
today. Revenue deficits have be-
come structural in India by now.
This has three implications: that
the public debt is only bound to
rise; we are permanently borrow-
ing to consume, and leaving it to
future generations to inherit the
debt. While the populism referred
to is not the monopoly of any one
political party, it is particularly
stark in the case of the present one
which relentlessly flags its virtue in
lowering the fiscal deficit.

We can see the hollowness of
the claim that fiscal consolidation
or the shrinking of the fiscal deficit
is always and everywhere pru-
dent, for the issue is what is hap-
pening to the revenue deficit. Now
onto the former Finance Minister’s
claim that “it rewards” economies.
This government has lowered the
fiscal deficit alright, though not as
much as the United Progressive Al-
liance government, but the re-
wards are yet to be seen. Export
growth has slowed and the unem-
ployment rate has risen. Even priv-
ate investment has not soared, an
outcome predicted following the
claim that government borrowing
“crowds out” private investment.

International borrowing
Of late an entirely new dimension
has been added to fiscal manage-
ment, but here again the appro-
priateness of conducting econom-
ic policy by reference to the
magnitude of the fiscal deficit re-
mains the issue. In the last Budget
the government has signalled its
intention to borrow in foreign cur-
rency from the international mar-
ket. This is an innovation alright as
the Government of India has so far
never borrowed in the internation-
al markets, leaving it to public sec-
tor organisations and the private
corporate sector to do so.

In the Budget speech of the 17th

placing intrusive safeguards and
certification requirements that the
supercomputer would be used by
India only for civilian purposes.
Ironically, American technology
companies such as Honeywell and
Unisys were supplying advanced
electronics to Saddam Hussein
around the same time, augment-
ing Iraq’s missile system. When Ja-
pan stepped into the picture, the
U.S. immediately began negotia-
tions to reach a “common under-
standing” with Tokyo for the sale
of supercomputers.

The Japanese too believed the
safeguards were “too broad and
too stringent” but simply did not
have the diplomatic firepower to
resist Reagan’s overtures. With Ja-
pan making its reluctance known,
India was held captive at the nego-
tiating table by the U.S. The agree-
ment finally inked was for the sale
of a Cray XMP supercomputer a
generation older to its latest var-
iant.

The deal did little for Rajiv
Gandhi domestically. After all, the
Indian disaffection with IBM had
begun, leading to its eventual exit
in 1978, on account of its selling of
obsolete machines to customers. If
India has made modest forays into
supercomputing today, it is thanks
to the Centre for Development of
Advanced Computing (C-DAC),
which stepped up its efforts to
create an indigenous machine in
the wake of this episode.

The Cray supercomputer sale is
well-documented, but less storied
is the American effort to dissuade
Japan’s technology giants from the
Indian market. By investing heavi-
ly in his political relationship with
the U.S., Rajiv Gandhi unwittingly
waded into Reagan’s technology
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Lok Sabha, the Finance Minister
justified the move in terms of the
very low share of foreign debt to
GDP. The proposal has received
criticism, some of it focussing on
the consequences of exchange
rate volatility. Benefits have been
flagged too, such as that Indian so-
vereign bonds will attract a lower
risk premium because the price of
the foreign-currency-denominat-
ed sovereign bond will now be dis-
coverable. This though ignores the
biggest lesson from the global fi-
nancial crisis of 2007, that the
market cannot be relied upon to
price risk correctly. And, both ar-
guments overlook the foreign ex-
change constraint.

Dollar-denominated debt has to
be repaid in dollars. Right now our
reserves are fairly high but this
could change. Oil prices could go
back to where they were, the trade
war initiated by U.S. President Do-
nald Trump holds little prospect
for faster export growth, and port-
folio investment may flow out.
While these are only possibilities,
they point to the need to ultimate-
ly base your borrowing plan on ex-
pected dollar earnings. The op-
portunity offered by low global
interest rates right now is not
matched by the likelihood of ro-
bust export growth.

In the final analysis though, it is
not the risk of exchange rate de-
preciation or stagnant exports or
even capital flight that is the issue;
it is the rationale for borrowing.
With revenue deficits the over-
whelming part of the fiscal deficit,
we would be borrowing to finance
consumption. Dollar denominated
sovereign debt is just a matter of
shifting this borrowing overseas.
That is the real issue.

Pulapre Balakrishnan is Professor of
Economics, Ashoka University and Senior
Fellow, IIM Kozhikode

trade war with Tokyo. It dimin-
ished his ability to negotiate auto-
nomously with NEC.

Fast forward to the present
The 5G saga is no different. At the
recently concluded G20 summit in
Osaka, Mr. Modi suggested he was
talking to his U.S. counterpart to
“collaborate and develop 5G tech-
nology for mutual benefit”. Few
American vendors have the ability
today to compete with a Huawei,
Nokia or Ericsson — the statement
was a concession on Mr. Modi’s
part, allowing the U.S. to shoot off
India’s shoulders against Chinese
technology giants. With the Princi-
pal Scientific Adviser, K. Vijay-
Raghavan, also the head of the
high-level panel on 5G, openly
calling for the exclusion of Chinese
players from national trials, the
government has unwisely put all
its cards on the table.

The U.S.-China technology rival-
ry is eminently political, one in
which India should not take sides.
If anything, New Delhi should take
care to see history does not repeat
itself. Much like the U.S.-Japan un-
derstanding on supercomputers,
Osaka also saw the beginning of a
U.S. rapprochement with China on
technology trade: India must en-
sure whatever bilateral configura-
tion that emerges from such talks
does not restrict the sale of 5G
equipment to others. There are no
winners for India to pick in this
battle: just decisions to be made
coldly from the prism of economic
self-interest.

Arun Mohan Sukumar is a PhD candidate
at The Fletcher School, Tufts University
and currently with the Observer Research
Foundation, New Delhi.
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Train rescue equipped to handle any
The heroic rescue of the emergency.

passengers on board the VARUN DAMBAL,
Mahalaxmi Express which Bengaluru

was caught in flood waters
about 65 km from Mumbai
is much appreciated (Page
1, “1,050 passengers
rescued from stranded
train near Mumbai”, July
28). The Central Railway
should now be proactive
and cancel train services in
flood-affected regions in the
best interest of passenger
safety. The incident should
also lead to better facilities
on board trains. A public
announcement system in
all trains to communicate
information to passengers
during an emergency or
crisis must be in place.
Railway staff should also be

= Compliments to the entire
team and agencies involved
in the dramatic rescue. We
often blame government
agencies whenever there is a
disaster but seldom
appreciate a good job such as
this. The role of the local
people cannot be ignored,
with young men assisting the
forces. May their tribe grow.

TILAK SUBRAMANIAN V.,
Kunjibettu, Udupi, Karnataka

Open House

I was one of the 40 readers
to participate in the first
Kerala Open House with the
Readers’ Editor (“Revive

passion for reading among
youth, say readers”, July 28).
As many readers have
pointed out, The Hindu is
the best newspaper to
improve a person’s
vocabulary and knowledge.
From Saturday’s meeting I
understand that most
readers have expressed
dismay over the declining
passion for reading
especially among the
millennials. Students of my
generation do find social
media to be a huge draw and
hardly look at the
newspaper. The daily needs
to take the initiative to
encourage the reading habit
right from school and must
shape its products towards
meeting this goal. Finally,
more such open house

meetings must be held across
India so that the editor-
reader relationship grows.

GEORGIL K. JEEMON,
Kumarapuram, Ernakulam, Kerala

= While it is gratifying to note
that the ‘Readers’ Mail’
column will be restored and
improved, the space for the
‘Letters to the Editor’ section
should be increased, taking
up from what a reader at the
Kochi session has suggested.

R. SIVAKUMAR,
Chennai

Life of a doctor

A doctor’s life is always on
edge (Open Page, “All in a
day’s work for this doctor”,
July 28). Ultimately he is
judged, hailed or
condemned, based on the

end result, ignoring all the
sincere efforts and
dedication invested by the

doctor when handling a case.

The primary reason for this
is the assumption that a
doctor is an omnipotent
saviour.

This misconception needs to
be erased from our minds.
Even after the best
treatment, a patient may not
survive due to extraneous
factors. A doctor is also a
normal being just doing his
job. He can only do it with all
the wisdom, knowledge,

sincerity and dedication at
his command.

KOSARAJU CHANDRAMOULI,
Hyderabad

m The article was extremely
poignant, conveying the
anguish of not being able to
save a patient. Doctors wage
arelentless battle day in and
day out to save patients
under their care but at times
fate decides otherwise.

C.V. ARAVIND,
Bengaluru

MORE LETTERS ONLINE:
www.hindu.com/opinion/letters/

CORRECTIONS & CLARIFICATIONS:

In a Business page (July 28, 2019) report on ICICI Bank's per-
formance, there was an erroneous reference to consolidated re-
turn on assets - both in the text and in the graphic. It should have
been consolidated return on equity.

The Readers’ Editor’s office can be contacted by Telephone: +91-44-28418297/28576300;

E-mail:readerseditor@thehindu.co.in
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[t's time for India and Pakistan to walk the talk

Given the various breaches, the Simla Agreement could do with a makeover

V. SUDARSHAN

The Simla Agreement may be some-
what overrated. It could even be
dead though we keep referring to it
as a guiding light and take shelter be-
hind it. Signed on July 2, 1972, by
Prime Minister Indira Gandhi and Pa-
kistan President Zulfikar Ali Bhutto,
the Agreement has been observed
mainly in its breach. It commits the
two countries to “put an end to the
conflict and confrontation that have
hitherto marred their relations and
work for the promotion of a friendly
and harmonious relationship and the
establishment of durable peace in
the sub-continent”. Pending “the fi-
nal settlement of any of the problems
between the two countries”, it stipu-
lates that “neither side shall unilater-
ally alter the situation and both shall
prevent the organization, assistance
or encouragement of any acts detri-
mental to the maintenance of peace-
ful and harmonious relations”. This
is followed by a list of admirable, if
ineffectual, exhortations. If these
had been implemented effectively by
New Delhi and Islamabad, Hafiz
Saeed and Masood Azhar could well
have been tourists in India rather
than terrorists. Given the various
breaches, the Simla Agreement
could do with a makeover.

It took more than 10 years after
Simla to group the subjects that India
and Pakistan would sporadically talk
about, and even then the two coun-
tries have been going around in cir-
cles. It is reasonable to assume that
nowadays Pakistan talks more about
India and Kashmir to the U.S. than to
India. Terrorism was one of the sub-
jects that the two nations empha-
sised they would bilaterally discuss,
but the 2011 Mumbai blasts shattered
that premise. Since then India has
been talking about Pakistani terro-
rism not so much with Pakistan as
with any country willing to listen.
This is probably why U.S President
Donald Trump revealed at the Oval
Office on July 22 that he and Pakistan
Prime Minister Imran Khan would be
“talking about India”. “I think maybe
if we can help intercede and do wha-

Prime Minister Indira Gandhi and Pakistan President Zulfikar Ali Bhutto signing
the Simla Agreement in July 1972. = THE HINDU ARCHIVES

tever we have to do,” he said. “But I
think it’s something that can be
brought back together.”

Clinton’s role during Kargil
President Trump may have been
overstating it, but when the Simla
Agreement was violated in Kargil, it
was an American President who
helped push the Pakistani troops
back into Pakistan. As the Kargil War
began to get bigger, a worried Presi-
dent Bill Clinton, who called the re-
gion “the most dangerous place in
the world”, reached out to both Pa-
kistan Prime Minister Nawaz Sharif
and Prime Minister Atal Bihari Vaj-
payee, urging Mr. Sharif to pull back
from the Line of Control (LoC) and
Vajpayee not to widen the war front.
On July 2, 1999, the 27th anniver-
sary of the Simla Agreement, when
the Indian Army launched a three-
pronged attack in Kargil, Mr. Sharif
called up Mr. Clinton. He wanted the
Americans to intervene. To make it
happen, he was even ready to fly to
Washington with his family in case
he became a Prime Minister in exile.
Two American diplomats in the Clin-
ton administration, Bruce Riedel and
Strobe Talbott, detail the develop-
ments in fascinating detail. They
write that the Americans told Mr.
Sharif not to come unless he was will-
ing to agree to an unconditional with-
drawal. Mr. Sharif told the Americans
that he was coming anyway. Presi-

Respecting reproductive choice

Regulation of commercial surrogacy rather than a
blanket ban may be the way forward

VIJAITA SINGH

It is unfortunate that the Surrogacy
(Regulation) Bill, 2019, approved by
the Cabinet, bans and criminalises
commercial surrogacy and only al-
lows altruistic surrogacy. The Bill
stipulates that a surrogate mother
has to be a ‘close relative’ of the in-
tending couple.

Imposing morality
The legislation shows that the go-
vernment is eager to impose a certain
morality on others as the Bill ex-
cludes gay couples, single men and
women, and unmarried couples who
want a child. In doing so, the govern-
ment overlooks the needs of many
same sex couples and single parents.
In its earlier form, the Surrogacy
Bill was cleared by the Lok Sabha on
December 19, 2018. It was passed af-
ter a short debate of just two hours
among only nine members of Parlia-
ment. It could not be introduced in
the Rajya Sabha, however. At that
time, the Health Minister, J.P. Nadda,
said various political parties support-
ed the Bill which was drafted “keep-
ing the Indian ethos in mind”. He
said the “intention is to save the fami-
ly” and if the family is not able to
bear children, to help them bear chil-
dren through facilities offered by
modern science. A family, according
to the Minister, consists of “a regis-
tered husband and wife.” The 228th
Law Commission India Report on
Commercial Surrogacy too strongly
recommended prohibiting commer-
cial surrogacy. However, it said that
“prohibition on vague moral grounds
without a proper assessment of so-
cial ends and purposes which surro-
gacy can serve would be irrational.”
How did the the Health Ministry
conclude that that all forms of com-
mercial surrogacy are suspicious? If it
relied on or conducted studies on
commercial surrogacy, it would be
helpful if it shared these with the pu-
blic, especially since this Bill, if it be-
comes law, could affect the chances
of many couples in India who are
desperate for children and whose on-
ly ray of hope is often commercial
surrogacy. Is there an inventory of
clinics offering commercial surroga-
cy services? If yes, did the health in-
spectors carry out inspections?

CM
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Should there be a charter of regula-
tions that these clinics must follow?
Many questions remain unanswered.

The legislation allows surrogacy
only through a close relative. Howev-
er, the Bill doesn’t define ‘close rela-
tive’. Moreover, the surrogate, the
Bill says, should be married, aged 25
to 35, and should have at least one
child. This further brings down the
number of eligible surrogate moth-
ers.

Votaries of the ban have argued
that commercial surrogacy is used
for trafficking, and foreigners aban-
don children born through surro-
gates. Such violations should be ad-
dressed with an iron fist. However,
has there been a comparison bet-
ween the number of cases of misuse
and those cases where families have
benefited from surrogacy? Other
practices are misused too, but they
are all not banned.

Tightening regulations

The focus should be on the well-be-
ing of the surrogate. The intending
couple should ensure financial en-
umeration, a sound insurance cover
and regular health check-ups for the
surrogate. The relevant parts of the
process should be legally document-
ed. To impose a ban where better reg-
ulation may have sufficed will only
take the entire process underground.
Tightening regulations would respect
the interests of infertile couples who
might have a chance to have a child
through surrogacy. That would also
respect the woman’s choice about
how she wants to bear a child.

vijaita.singh@thehindu.co.in

dent Clinton, who had been briefing
Vajpayee every little step of the way,
called him. Vajpayee was by then a
sceptic of peace. He had made a
high-risk bus trip to Lahore and the
Pakistanis had rewarded him by vio-
lating the Simla Agreement in Kargil
to seek to alter the LoC. Vajpayee did
not tell Mr. Clinton that this was a bi-
lateral affair and he should stay out
of it. Instead, he warned the Presi-
dent that Mr. Sharif would take him
on a merry ride, and he was afraid
that Mr. Clinton would get co-opted.
Mr. Riedel, who was present at all the
meetings, writes in “American Diplo-
macy and the 1999 Kargil Summit at
Blair House”: “Sharif handed the
President a document which he said
was a non-paper provided to him
early in the crisis by Vajpayee in
which the two would agree to restore
the sanctity of the LoC (a formula for
Pakistani withdrawal) and resume
the Lahore process. Sharif said at
first India had agreed to this non-
paper but then changed its mind”.
Mr. Sharif wanted a withdrawal in
return for a time-specific resolution
of the Kashmir issue. President Clin-
ton exploded saying he wouldn’t be
blackmailed. The meeting broke to
take stock of the matter. During the
break, President Clinton called a
worried Vajpayee to brief him again.
“What do you want me to say,” Vaj-
payee asked when informed of what
had gone on. President Clinton res-

ponded that he was holding firm.
When they met again, Mr. Clinton
told Mr. Sharif that if Pakistan didn’t
withdraw, he would issue a state-
ment naming Pakistan as a sponsor
of terrorism as it had already readied
nuclear missiles. Mr. Sharif said he
feared for his life, but he reluctantly
agreed to pull back troops. President
Clinton called Vajpayee to give him
the news. “That guy’s from Missouri
big-time,” he said later. “He wants to
see those boys get off that mountain
before he’s going to believe any of
this” (Engaging India, Strobe Tal-
bott). The U.S. helped boot out the
Pakistanis from Kargil for India.

Trump’s hint

Was what President Clinton did me-
diation? Or was it intervention? Or
meddling? Or was this all a shining
example of bilateralism envisaged in
the Simla Agreement? President
Trump gave India a preview on Fe-
bruary 28, before Wing Commander
Abhinandan Varthaman was freed by
Pakistan, of what was coming when
he said: “We have some reasonably
decent news. I think hopefully that’s
going to be coming to an end. It’s
been going on for a long time, de-
cades and decades. There’s a lot of
dislike, unfortunately. So we’ve been
in the middle trying to help them
both out, see if we can get some or-
ganization and some peace, and I
think probably that’s going to be hap-
pening.” Was that mediation or the
Simla Agreement at work? Nobody
pointed out to President Trump that
only the Ministry of External Affairs
or the Pakistani Foreign Office or the
Director General of the Inter-Servic-
es Public Relations were allowed to
make such announcements.

We have to recognise that the
world has changed since the Simla
Agreement was signed. After the 1971
war, India returned land taken in bat-
tle on the western border, to create
lasting peace. The LoC is now more
firmly established than ever before.
There is no talk any more of United
Nations resolutions. Most of the sub-
jects in the ‘composite dialogue for-
mat’ like Siachen, Sir Creek and Wul-
lar Barrage have been discussed
threadbare. Some of them have been
ready for political signatures for
years. If the way forward is bilateral,
then surely it is time to prove it?

sudarshan.v@thehindu.co.in

FROM THE READERS’ EDITOR

Dialogue dividends

The Hindu's Open House ensures a free and frank
exchange of ideas between readers and senior editors

-
o

A.S. PANNEERSELVAN

The Neiman Reports recently explored the
idea of ‘dialogue journalism’ in
a piece titled, “Can dialogue
journalism engage audiences,
foster civil discourse, and in-
crease trust in the media?” In
that report, Chuck Todd, the
moderator of NBC’s Meet the
Press, observed: “As a journal-
ist, you can’t just sit in the ob-
servation tower anymore and
report that one side is saying
this and the other side is saying

that. Listening to community voices and en-
couraging them to listen to each other is not
a new tactic in journalism, it’s just more of a
necessity than before.” In polarised times,
dialogue helps people listen to each other
rather than emphasise their own points in
echo chambers. In my experience, The Hin-
du’s Open House has become a forum for en-
gagement. It is a form of dialogue journal-
ism.
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Discussion in the Open House

We invited 40 readers for the last Open
House, which was held in Kochi on July 27,
for a free and frank exchange of ideas with
the senior editorial team led by the Editor. A
representative from the management was al-
so present to address non-editorial queries.
We provided adequate time to the readers to
raise their concerns. It was heartening to
note that there were young college students,
literary translators, teachers and retired bu-
reaucrats in the audience. The reason for
limiting the number to 40 was to ensure that
every participant got an opportunity to ex-
press his or her opinion.

Louise Diamond of The Institute for Multi-
Track Diplomacy once said: “Dialogue
means we sit and talk with each other, espe-
cially those with whom we may think we
have the greatest differences. However, talk-
ing together all too often means debating,
discussing with a view to convincing the oth-
er, arguing for our point of view, examining
pros and cons. In dialogue, the intention is
not to advocate but to inquire; not to argue
but to explore; not to convince but to discov-
er.”

HAIR APPARENT

DATA POINT

Women
in charge

Global snapshot

The graph plots the number of seats in Parliament against the share of
women legislators in 191 countries. Each circle is a country. @ indicates
countries that have a quota for women in Parliament; @ denotes
countries where parties are mandated to field a certain % of women
candidates; O depicts countries where parties give quota to women
but are not mandated to do so; @ indicates no quota for women

Despite the share of women legislators in the Lok Sabha peaking at 14.39% as of
June 2019, India is still worse than 140 countries in the representation of women
in Parliament. The global average for the share of women parliamentarians stood
at 24.6%. By Sumant Sen

Slight uptick | The graph shows the share of women
lawmakers in the Lok Sabha from the first election to the
latest. The % of women parliamentarians has gone up
significantly in the last three terms of the Lower House
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State of play | The graph shows the average share of
women MLAs in State legislatures between 2008 and 2018.
Each bar is a State. Only nine States had an average share of
more than 10% women in their Assemblies in this period

14 Rajasthan had the highest average

T.N. was middling
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Instead of being trapped in the binary of
digital media and legacy media, readers un-
derstood the value of the process of news-
gathering and news processing. Two young
readers, Anna Kattampally and Chithra S.
Nair, both graduate students from St. Tere-
sa’s College, said younger readers now wait
for proper journalistic writing to know the
truth as social media forwards carry too
much misinformation. They told us that
there is a dramatic increase in
the sharing of sensational, un-
verified content which is erod-
ing trust in various institutions.
They said that the fact that
such messages come from
known circles give them some
form of credence. It is in this
context that they have decided
to become readers of The Hin-
du, a newspaper which makes
central to its news coverage the
act of verification.

A difficult balance

Many readers spoke of a balance of hyperlo-
cal, local, state, national and international
news. Diverse opinions indicated that any
fixed formula would make someone unhap-
Py, as the interests of each reader are diffe-
rent from another’s. One idea that the Editor
approved of was the creation of an edition-
centric letters section to deal with local and
civic issues. This can be a form of citizen
journalism. He has promised to make the lo-
cal letters section an interactive one: readers
will raise issues and the newspaper will seek
responses to these issues from the authori-
ties concerned. One reader said that the offi-
cial responses could become formulaic and
wanted the newspaper to examine both the
complaints and the responses, so that there
is a system of accountability. This new sec-
tion should be available within a fortnight.

In the era of digitisation, a question that
was asked was, shouldn’t news be free?
When there are multiple sources of informa-
tion, why should a publication have a pay-
wall? Some argued that the paywall proposal
was an attempt to turn news into a commod-
ity that people are willing to pay for.

The answer is simple: news costs money,
and credible news costs more money. It is
our own democratic investment to pay a fair
price for high-quality journalism. For nearly
a century, the revenue model was driven by
advertising, which is now getting fragment-
ed across platforms.

readerseditor@thehindu.co.in
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FIFTY YEARS AGO JULY 29, 1969

Signs of ferment in Nepal

The suppression of three newspapers here
[Kathmandu] last week, along with the ar-
rest of student demonstrators and a promi-
nent member of the National Assembly, fo-
cussed attention on the troubled political
conditions in Nepal. The developments indi-
cate that the Panchayat or Assembly system
of limited representative Government inaug-
urated by King Mahendra nine years ago is
running into serious new difficulties. One of
the chief elements in the situation is a Com-
munist movement looking mainly toward
Peking that stands to profit if turbulence and
repression continue. The latest flare-up of
student restiveness results from recent stu-
dent union elections. For years, Communist
nominees have been winning the annual
vote but this year non-Communists came
out ahead. Demonstrations by rival factions
centred on international issues, with the
Communists attacking their opponents
through anti-Indian slogans, denouncing the
small Indian military liaison group in Nepal,
Indian border watchers on the Tibet frontier
and India’s position over Susta, where loca-
tion of boundary posts is in dispute.

A HUNDRED YEARS AGO

Letter to Mr. Gandhi.

JULY 29, 1919.

A portion of the correspondence that has
lately passed between Mr. Gandhi and the
Hon’ble Sir George Barnes, Commerce and
Industries Member of the Government of In-
dia, in regard to the Asiatic Trading Amend-
ment Act, passed by the South Africa Legis-
lature, has been issued to the Press [in
Bombay] by Mr. Gandhi. It consists of two
letters, one written by Sir George Barnes to
Mr. Gandhi on the 18th instant reviewing the
position in South Africa at length, regretting
that protests from the Government of India
had been unavailing and assuring that the
Government would consider most anxiously
further action to be taken when the full text
of the new statute is received, and the other
being Mr. Gandhi’s reply to Sir George
Barnes. The following is the text of Sir Ge-
orge Barne’s letter to Mr. Gandhi: Dear Mr.
Gandhi, I sent you only a very short note a
few days ago in answer to your letter be-
cause I wanted to defer a fuller answer until I
was able to deal with the subject at length. I
told you, in my first note, that I felt certain
that you needed no assurance from me that
the events in South Africa which have led up
to the passing of the new statute have caused
the Viceroy and myself the deepest anxiety.

A ND-NDE
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