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Theblurring linesinmedia & entertainment

As the mix of India's top 15 media firms changes, the battle for
dominance will be fought among four key players

MEDIASCOPE

VANITA KOHLI-KHANDEKAR

he numbers are mind-boggling:

I Their impact very real. In March
2018, Google India posted rev-

enues 0f39,337 crore. That makes it the
fourth largest media company in India
after the Zee Group, Disney and the
Times Group. A bulk of Google’s rev-

enues came from search and display
advertising. Just over 32,000 crore
came from YouTube. That makes
YouTube a mid-sized broadcaster or the
largest OTT in India.

Google and YouTube are part of the
$137 billion Alphabet, the world’s largest
media firm. It dominates the digital
advertising market not just in the United
States but globally as well. After it comes
Comcast at $94.5 billion and then
Disney at $60 billion in 2018 revenues.

Come back to India. Take alook at a
list of the top 15 media and entertain-
ment firms that includes Google India.
Two things will hit you.

First, the composition of the top
firms is changing into a more even mix
of technologies and media types unlike
the earlier print or TV heavy lists. After
Zee Group, Disney and Times, is DTH-
operator Tata-Sky at number five and

PVR Cinemas at number 11. The latter
to my mind is the most heartening
entry — films have long powered
almost every other media segment in
the country but never hit scale as a
business. PVR’s ascension is the surest
sign that scale is finally creeping in, at
least at the retail end of the business.

Two, and is the main point of this
column, the media business in India is
poised for some big shifts.

Disney bought out Fox last year.
That makes it the owner of Star, one of
the largest media firms in India. Zee
should be signing a deal offloading 20
per cent of its equity to either a strategic
or financial investor by the end of July.
Many are hoping it might bring in a
large global player into the market. And
then there is a domestic monster, the
%38,838 crore telecom giant Reliance
Jio. It doesn’t share numbers or give

interviews about its media business.
But Jio is constantly acquiring heft on
the distribution and content side. In
the last year alone, it has bought major-
ity stakes in two cable distribution
firms (Den and Hathway) and music
streaming app Saavn, among others.
Then there is its hold over telecom and
the ability to serve cheap data. Unlike
other firms, Jio controls all kinds of
data pipes (wireless, wireline) and parts
of the content that flows on them.

It is certain then that by next year
the battle for the 1,67,400 crore Indian
media and entertainment market will
be fought between four key players —
Disney, Jio, Zee and Google.

How do they stack up? All of them
have made big investments in digital.
Though Google and YouTube are way
ahead in revenue and traffic numbers,
the others could catch up soon. Disney
owns Hotstar, Hulu and will be
launching its own Disney+ in
November this year. Jio, of course, is
a digital native player with a whole
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suite of apps plus it is a majority share-
holder in Viacom18 that offers Voot.
Zee5 has shown some good traction
on the back of heavy promotion and
original programming.

The Indian players come with the
ability to have a bigger say on policy
than ‘foreign’ ones. But after over 25
years in India, how foreign is Disney’s
Star India is a matter of debate. Almost
all of them have strong products and
market dominance in one segment or
another. Star tops in general entertain-
ment and has the second largest OTT
(Hotstar) after YouTube. Zee’s hold over
audiences, across small and big town
India, equals Star’s. It also owns a DTH
firm (Dish TV) and a cable one
(Siticable) while Star has a 20 per cent
stake in Tata-SKky.

There will, arguably, be more con-
solidation. Both Sun and Sony look par-
ticularly vulnerable. And without an
adequate regulatory framework that
deals with market dominance a la the
Federal Communications Commission
in the US or the UK’s media regulator
Ofcom, anybody could make it.

Twitter: @vanitakohlik

Threat of tribal evictions still looms large

Eviction of a few lakh families, instead of millions, is not an option the government should be willing to argue before the SC

NITIN SETHI

he threat of forced mass evic-
I tion of tribals and forest-
dwellers from their traditional
forestlands is not yet over. On July 24
the Supreme Court will hear again the
case in which it had earlier ordered
mass eviction of more than 1.85 mil-
lion tribal and forest-dwelling fami-
lies. The order, dated February 13,
2019, asked states to evict all those
families whose claims to forestland
under the Forest Rights Act, 2006 had
been rejected.

With the order threatening forced
mass evictions in middle of election
season, with civil society of all hues
and Opposition parties rising nosily
in protest, the Union gov-
ernment woke up to the cri-
sis. It intervened to buy
time till after elections. It
merely asked time to ascer-
tain if the claims of the two
million families had been
legitimately rejected or not.
It did not contest whether
the in-principle rejection of
claims can validly lead to
eviction under Forest
Rights Act. The Supreme
Court agreed and stayed its eviction
order, but only temporarily. The
Centre bought some breathing time.

Since then the Union tribal affairs
ministry has actively engaged with the
state governments concerned, getting
them to verify if the large-scale rejec-
tion by the governments of claims
filed by tribals over their traditional
forestlands followed the provisions of
the law or not.

The Union tribal affairs secretary
was recently quoted as stating that
after scrutiny by states the number of
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claims legally rejected under Forest
Rights have been found to be “consid-
erably lower” than the earlier calcu-
lated 1.85 million households.
Although he did not divulge numbers,
state officials who have been engaged
in the discussions suggest even with
this quick scrutiny, the country could
still see forced and summary eviction
of several hundred thousand tribal
and forest-dwelling families.

One option before the Union gov-
ernment now is to go before the
Supreme Court and argue that the
number of rejected claims is much low-
er than previously reported and these
people can be evicted. The problem is
that this could still lead to mass forced-
eviction of several lakh families.

It would be ironic that
evictions would be ordered
under a law that was meant
to give justice to citizens
whose rights over their lands
have been wrongly erased
from records. “A majority of
these tribal and forest-
dwelling communities con-
tinued to live on their tradi-
tional forestlands but the
records showed them as
encroachers. Consequently,
they faced continuous harassment. The
FRA was to ensure the records correctly
reflect them as dwelling and using these
lands. Now instead, the FRA could be
used to physically evict them as well,”
said one senior state official dealing
with the fall out of the Supreme Court
eviction orders.

The other option before the Centre
is to argue on more fundamental issues
involving the law and the particular
case. Till 2016, the Union government
had argued before the Supreme Court
that the petitioners in the original case
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It would be ironic that evictions would be ordered under a law that was meant to give justice to citizens whose rights over their
lands have been wrongly erased from records

filings had one plea — that the law is not
constitutionally valid. This is true, the
original argument of the petitioners —
select wildlife groups and retired forest
officers — was that the Centre did not
have the powers to legislate on issues of
land, which is a State subject and that
law impeded on the right to environ-
ment and precautionary principle and,
therefore, was unconstitutional.

The petitioners had not gone to the
court asking for implementation of the

case. Therefore, the Union government
in 2016 argued that the court should not
turn it into a case about pursuing the
implementation of the law.

Butin 2017 and 2018 the petitioners
focused their oral arguments entirely
away from their original written plea
questioning the validity to one only
about evictions of rejected claimants.
Oddly, at this stage, their shift of focus
was not contested by the Centre. The
Supreme Court too began passing

orders asking states to report on the
status of implementation of the law
which ended up eventually in February
2019 with summary eviction orders.

Now, the Union government and the
states are expected to submit their fresh
affidavits in the case by the second week
of July. This could be the Centre’s only
chance to either argue in principle
against evictions or settle for lakhs being
evicted and claim a hollow victory that
the numbers aren’t in millions.

INSIGHT

New fiscal mindset key to reviving growth

Recycling assets — selling brownfield projects
and investing the proceeds in greenfield
projects — is India's best bet for growth revival

PRANJUL BHANDARI

battling structural, cyclical,

domestic and global headwinds,
all at once. It started with the fallout
in the non-banking financial compa-
nies (NBFC) sector. While bank credit
growth has picked up since, NBFC
credit is slowing. And to the extent
NBFCs were buoying growth in the
fastest growing sectors, overall eco-
nomic growth is at risk.

The global environment is not
helping either. India is more open and
more affected by global issues than
many believe. India's exports have
been sluggish, and the complex set of
issues dragging global growth lower
are likely to impact India further.

India's potential growth (defined as
the maximum growth possible with-
out stoking inflation), has fallen from
8 per cent a decade ago to 7 per cent
now. There are three main drivers of
growth — capital, labour and total fac-
tor productivity (TFP). Recent reforms
such as digitisation and the goods and
services tax (GST) have focused pri-
marily on raising TFP. In order to raise
growth from here, capital and labour
cannot be ignored.

To be fair, growth could inch up in

I ndia's growth has hit a soft patch,

the second half of 2019 with election-
related uncertainties fading, and the
Reserve Bank of India (RBI) easing
rates. But that can only take growth
closer to 7 per cent, from sub-6 per
cent in the quarter ending March 2019.
Anything higher will need reforms
which augment capital and labour.

Afiscal and monetary policy
trade-off

With growth slowing, there are big
demands on the upcoming Budget (on
July 5) as well as the next few Monetary
Policy Committee (MPC) meetings.

There is a sense that the cost of cap-
ital in India is very high. The simple
solution is to cut the repo rate. The RBI
has already cut rates by 75 bps in 2019,
and based on their preferred range for
real rates, there could be a maximum
of 75 bps more in rate cuts.

But repo rate cuts is just one part of
the cost of capital. The other part is
transmission of repo rate cuts. To get a
better handle, we divide the cost of cap-
ital into three parts: One, the repo rate;
two, the spread between the repo and
the G-Sec rate; and three, the spread
between the G-Sec and the corporate
bond yield. The G-Sec spread and the
corporate bond spread remain elevated.

The former is a consequence of high
public sector borrowings. Elevated and
sticky, they are exhausting the market.
The timing is not desirable either.
Borrowings have been rising around
the time net household financial sav-
ings have fallen. The "investible sur-
plus" available for private investment
has shrunk meaningfully.

The bottom line is clear: While
there is some space for monetary eas-
ing, there is no space for a higher fiscal
deficit and higher borrowings.

A call for adopting an ‘asset
recycling’ mindset

And yet, there is scope for imparting a
positive fiscal stimulus to growth,
without endangering the fiscal deficit
target. The way out is the idea of "asset
recycling". This is not a new idea. Like
many other reform ideas, it has been
incubating over the last few years, and
we think its time has come.

This idea includes disinvesting
government stakes in companies, but
is not just limited to that. This idea
includes the selling/auctioning of sev-
eral kinds of government owned assets
such as roads, ports, airports etc. The
proceeds from these sales can be used
for the creation of new assets — new
roads, new ports etc — which can be
recycled again, when completed. As
such, the same pot of money is recy-
cled several times over, without
endangering the fiscal deficit, and yet
upgrading India's infrastructure.

Who would the buyers of the recy-
cled assets be? Many long-term
investors, foreign and domestic, such
as pension funds and insurance com-
panies may be interested in this.
Several investors are averse to con-
struction risk (for instance, building a
road), but do not mind the operating
risk (for instance, tolling and main-
taining the road).

Is this a public-private partnership?
Not in its original form where the gov-
ernment and the private sector joined

hands to construct. Here the govern-
ment constructs and sells off to the pri-
vate sector thereafter.

How large could the growth impact
be? Our calculations show that at the
promised 34 per cent of the GDP, the
central government fiscal deficit for
FY20, the growth impulse is zero. If, say,
assets worth an additional 1 per cent of
GDP are recycled this year, assuming a
capital expenditure multiplier of 1,
growth could rise by 1 percentage point.

India’s chance for aninvestment
ledrecovery

As mentioned earlier, India's growth
revival must come from augmenting
capital and labour. Labour reforms are
essential, but complex. The growth pay
off will only trickle in gradually.

Investment revival can be a tad
faster. And given a high fiscal multi-
plier for public capex, it can "crowd in"
private capex over time, if done in a
fiscally responsible way.

India's best bet to raise growth is
by reviving the investment cycle.
India's best bet to raise private invest-
ment (which makes up 75 per cent of
all investment) is by creating a con-
ducive environment, by stepping up
public investment in a fiscally respon-
sible way. And that can only happen
by adopting “asset recycling”.

Theauthor is chiefIndia economist, HSBC
Securities & Capital Markets (India) Pvt Ltd

Time magazine vanishes

Asenior Union minister met the media
recently in his Udyog Bhawan office.
Once inside his chamber, it was difficult
for the journalists to miss the only
magazine on the coffee table. It was an
edition of Time magazine that featured
Prime Minister Narendra Modi on the
cover of its international edition with
the controversial headline "India's
Divider In Chief". Published in May, the
magazine had a secondary headline
that read "Modi the Reformer" in much
smaller letters. As journalists started
taking pictures of their surroundings —
many focusing on the coffee table — the
magazine and a possible PR disaster
vanished from sight.

Tango with mango

This is the mango season and some
Members of Parliament who own
orchards have been gifting the fruit to
their colleagues in the House. At the
customary Rajya Sabha meeting of
leaders of all political parties on
Tuesday, the discussion turned to
mangoes. The Samajwadi Party's Ram
Gopal Yadav, who is from Uttar Pradesh,
said chausa was the best variety. The
Nationalist Congress Party's Majeed
Memon, who is from Maharashtra, said
no mango variety could beat hapus,
while the Delhi-based Aam Aadmi
Party's Sanjay Singh batted for dussehri
and the Trinamool Congress' Derek
0'Brien, from West Bengal, for malda.
As one MP later put it, the meeting
reached a consensus on all issues that
were expected to be placed before the
House that day except on the best
variety of mangoes.

Through the reading glasses
There was
camaraderie in
the Rajya Sabha
on Tuesday. YSR
Congress Party
Rajya Sabha
Member Vijay Sai
Reddy was
supposed to raise
a special mention
during the
morning session
but told the chair
that he was unable to do so because he
had left his reading-glasses at home.
Some members — including the
Samajwadi Party's Neeraj Shekhar and
the Nationalist Congress Party's Praful
Patel (pictured) — were quick to offer
their glasses to help Reddy read. Reddy
read his special mention with the help
of Patel’s glasses.

present 7 per cent of assets.

Safeguard the rupee

This refers to the report “Jalan panel
seeks to convince Garg to tone down
dissent note” (July 2). The message that
one member in the Jalan panel is more
equal than even the chairman of the
panel is disturbing. Viewed from
another angle, the report brings out the
undercurrents that have been trying to
destabilise the Reserve Bank of India’s
(RBI) top management since the depar-
ture of former governor Raghuram
Rajan. In this case, the effort by the
finance ministry representative to pre-
vent application of mind by the other
members on the Jalan panel, who are
professionals, is glaring.

The revaluation reserves that the
finance secretary wants to monetise and
transfer to the government of India will
lead to a devaluation of the rupee. The
accounting entries will result in the
depletion of the value of the RBI’s gold
and forex holdings in terms of dollar to
the extent of the notional surplus created
and transferred to the government.

The present level of the central
bank’s share capital and reserves is not
huge. The RBI has been using its funds
for investment in shares of apex finan-
cial institutions and transferring
divestment proceeds of such invest-
ments to the government mostly. Time
is opportune to amend the provisions
of the RBI Act to provide for raising the
share capital of the RBI to the equiva-
lent of $200 billion and enabling pro-
visions to augment reserves out of sur-
plus income, to a higher level than the
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Waste not, want not

Anjuli Bhargava's article “When it rains,
it pours” (July 2) lucidly explains a suc-
cessful example of water conservation,
which can and should be replicated by
all Indians — individuals, communities
and corporates — who have some extra
land to do so. It seems really simple and
inexpensive to do so.

The Prime Minister’s clarion call two
days ago needs to be translated into
mission-mode efforts to mitigate the
alarming situation. The key to resolving
our water-woes practically all over
India lies in water conservation. This
is alow hanging fruit that must be har-
nessed by everyone. Our rainfall will
still be sufficient to meet all the
requirements; but we have to gear up
for correcting the abysmally skewed
distribution. State measures to tackle
the macro infrastructure will come lat-
er. We must immediately make rain
water harvesting and resurrection of
water bodies our religion.

Resurrection of water bodies — lost
due to the callousness and the unholy
nexus between developers and officials
— must also become a high priority.

Krishan Kalra Gurugram
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The crypto challenge

Central banks will have to respond to Facebook's Libra

ust a few months ago, Augustin Carstens, general manager of the Bank

for International Settlements (BIS), said his organisation saw no value

in the potential of digital currencies issued by central banks. Mr Carstens

seems to have just changed his opinion. In a recent interview, he said
the BIS was working with many central banks that were developing digital cur-
rencies as there was a market. The announcement by Facebook of its intention
toissue Libra, a crypto coin, may have been behind the new stand taken by the
BIS and central banks. Cryptocurrency issued by central banks would turn the
original concept of Bitcoin on its head while using similar technology. It would
also lead to a new set of challenges in terms of regulation and accounting pro-
cedures. Bitcoin used a decentralised ledger, the blockchain, to verify and rec-
oncile anonymous transactions in peer-to-peer fashion. The coin has a fixed
money supply and is not tied to the value of any other asset. It sees huge
volatility in value, and is difficult to use in a fractional banking system due to
fixed money supply and high volatility.

Any central bank issuing cryptocurrency would use some version of
blockchain technology but it might be with restricted access. Money supply
could be managed either by policy decisions, or by tying the coin to a fiat cur-
rency, or creating a currency board that ties it to a basket of underlying assets
— as Facebook intends to do with Libra. In any of these situations, the digital
currency would be seamlessly converted into fiat, and vice versa. Fractional
reserve banking would be possible in such a system and the crypto would also
not have exchange volatility that greatly exceeded normal fiat currencies. In
theory, this could be an interest-bearing instrument. But, as the crypto would
be borderless, such a currency would automatically lead to capital account
convertibility.

Such a coin could be large-denomination and used in high-value B2B
transactions. Or, it could be low-denomination and suitable for retail use. It
would offer a degree of anonymity to the two parties in a transaction, but the
issuer would have the ability to trace users. If this was for retail usage, it would
almost be equivalent to allowing retail customers to open accounts directly
with the central bank. If it was for high-value customers, it might, for example,
allow the central bank to directly service many businesses such as non-banking
finance companies, securities trading outfits, exporters and so on.

The advantage of such a digital system would be frictionless, borderless
transactions, which could sharply reduce costs. However, if customers could
directly transact in this fashion, they may also choose to disintermediate the
commercial banks by converting fiat holdings into digital currency. That could
lead to a drop in deposits in the conventional banking system. It’s hard to
assess such risks without a running system, however. In practical terms, the
security and safeguards in a cryptocurrency system need to be very strong
with multiple fail safes. Users could be vulnerable to identity theft, and the
issuer would have to set up new protections against money laundering, given
the borderless nature of transactions. Whatever the pros and cons, central
banks will have to consider this option seriously. Otherwise, tech giants like
Facebook would end up dominating the crypto currency space.

Anti-climax at Osaka

Solutions to slowing global growth prove elusive

S President Donald Trump hogged the headlines at the G20 summit

in Osaka with, first, his back-down in the trade war with China and

then a supposedly unscripted meeting with North Korean dictator

Kim Jong Un and a historic step into the northern kingdom. But if Mr
Trump’s decision to partially lift the ban on Chinese 5G equipment maker Huawei,
the resumption of trade talks with China and unilateral concession to Pyongyang
were seen as potent signs of adiminution of US power, a reminder of its clout was
embedded in the Osaka communique. Mr Trump’s trade war with China is the
single biggest reason for slowing global growth (with the EU, Mexico, Canada and
India facing collateral damage).

Instead of voicing a robust denunciation of the practice of retaliatory tariffs,
the communique contained no mention of protectionism at all, limiting itself to
anindirect anodyne statement of striving to “realise a free, fair, non-discriminatory,
transparent, predictable and stable trade and investment environment”. This
marks the second successive summit — Buenos Aires in 2018 was the first — to
avoid all mention of the p-word, principally under pressure from the US delegation.
As International Monetary Fund Director Christine Lagarde pointed out in a
statement, the resumption of talks between China and the US, though welcome,
tariffs already implemented were holding back the world economy.

The conciliatory language of the Osaka communique was symptomatic of
the increasingly diffuse nature of these annual meetings of 20 countries that
account for almost 85 per cent of global GDP. Created in 1999 following the Asian
and Russian financial crises, the objective was to promote a forum in which
finance ministers framed a global agenda for financial stability. This summit was
upgraded in 2008, after Lehman Brothers imploded, to a leaders’ meeting, which
was inaugurated in Washington in 2008 and till 2011 was held twice a year (London
and Pittsburgh in 2009 and Toronto and Seoul in 2010) as the sub-prime crisis
morphed into a sovereign debt crisis for EU countries. Now that those issues have
abated, the G20 appears to have lost traction. The Financial Action Task Force,
the mechanism the G20 promoted to monitor and control terror financing, has
been one of its more lasting contributions. But with the breakdown of the mech-
anisms of multilateralism, the G20 covers all manner of issues from women’s
rights to climate change.

India emerged from Osaka with two takeaways. One is the collateral benefit
of the resumption of US-China trade talks that offers some breathing space. The
second is joining countries such as South Africa and Indonesia in boycotting the
“Osaka Track” on the digital economy (which has implications for India’s contro-
versial data localisation rules). The results of Prime Minister Narendra Modi’s
energetic bilaterals — he held nine of them, including one with Mr Trump — are
yet to be revealed. With the country scheduled to host the summit in 2022,
however, India is in pole position to shape the global agenda at a time when mul-
tilateralism, which has benefited the country enormously in the past two decades,
isincreasingly under threat.
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Signsof amaturin
bond market

The bond market has been stress-tested, and is seeing

structural strengthening

ow worried should one be about the bond
Hmarket? In a financial market that is con-

strained for capacity, the bond market was
expected to step into the space vacated by the slow
growth of government-owned banks. Further, given
the economic necessity of longer-term funding,
particularly for building physical infrastructure,
where banks with their five-year loans were found
to be inappropriate, it is expected to be a critical
part of the desired financial architecture. However,
with several defaults in the last nine months, some
of them of the highest rated ‘AAA’ bonds, and a
clear decline in risk appetite, as vis-
ible in the higher interest rates,
concerns have emerged on whether
the bond market will be able to play
the role.

Counter-intuitive as it may
seem, the stress of the last few
quarters may in fact be a necessary
period of consolidation and matu-
ration after a period of rapid
growth. It still has a long way to go

in terms of potential growth in size
and complexity, but the recent TESSEI-I-ATUM

Assets under management (AUM) of bond MFs
had started to decline from December 2017
onwards, as a surprise change in stance from the
Monetary Policy Committee (MPC), some seem-
ingly ill-advised bond-issuance related announce-
ments from the government, and a subsequent buy-
ers’ strike by treasury departments of banks pushed
up bond yields sharply. Bond MF AUMs fell from
%8.7 trillion in November 2017 to X7.2 trillion in
September 2018. Interestingly, despite the bond
defaults that started after that, the AUMs since then
have remained unchanged, and net redemptions
have been only %300 billion. This
is a remarkable stress test that the
market has gone through, one that
should hold it in good stead in
future credit cycles.

Equally importantly, bond MFs
have been forced to improve their
credit evaluation capabilities and
credit ratings are starting to
become more appropriate. Funds
that were overly reliant on ratings
for their investments have had to
book losses and investors are begin-

stress is driving some essential NEELKANTH MISHRA

qualitative changes in the market.

I recall that in a panel discus-
sion I was part of a few years ago, the head of cor-
porate credit of a large bank was sceptical about
the disintermediation trend (where financial sav-
ings go through bond mutual funds instead of
through banks), arguing that the bond market,
which was growing rapidly, would shut down at
the first sign of default. Many were concerned that
adefault that forced losses on to bond mutual fund
(MF) unit holders would trigger a flood of redemp-
tions, and a relatively illiquid bond market would
not be able to deal with it. However, in the last
nine months, several large entities have defaulted,
including two that each had more than a trillion
rupees of liabilities, but the market is still func-
tioning.

ning to become more discerning
about MFs. Bond MF holders as
well as wealth advisors have also
become more used to defaults, and screening of
bond holdings of a fund is much more common-
place than it was a year back. Fixed maturity plans
were once considered an alternative to fixed
deposits, but they no longer are.

Further, rating agencies, which have taken a sig-
nificant hit to their credibility, are now steadily
downgrading ratings, prodded along by a pro-cycli-
cal tightening of regulations, reducing the prepon-
derance of the ‘AAA’ (highest possible) classification.
As a credit fund manager recently explained to us,
this may not necessarily affect bond yields, as the
bond market was pricing in the risk anyway: An
‘AAA rated bond yielding 9 per cent a year most
likely meant that it was not ‘AAA’ in the first place.

Walking a tightrope

stimulus to the economy through a mix of

expenditure increases and doling out tax
reliefs even while staying fiscally prudent and, above
all, unveiling a big reforms agenda are among the
major goals that Finance Minister Nirmala
Sitharaman is expected to achieve through her first
Union Budget to be presented on July 5. But there
are two more difficult challenges that she faces in
her debut Budget later this week. Both will test her
political acumen and economic sagacity.

A Budget after a general election
and the formation of the Union gov-
ernment is a keenly watched event.
If an interim Budget is presented
before the election, then the Budget
presented after the election is always
invariably compared with the num-
bers that were projected in the inter-
im exercise. The interim Budget for
2019-20 was presented by Piyush

Reviving growth, creating more jobs, giving a

Goyal on February 1, 2019. In just
about five months, Ms Sitharaman N EW DEI-HI DIARY

public sector undertakings (PSU), whose borrowings
have gone up as a result.

Thanks to such huge off-Budget borrowings,
some minor increases in non-tax revenues, com-
pression in capital expenditure and an increase in
the nominal size of the GDP, the government’s fis-
cal deficit was contained within the RE number of
3.4 per cent. But the question here is why the gov-
ernment’s net tax revenues fell by 11 per cent com-
pared to the RE, and why the government sought
recourse to off-Budget borrowings to compress its
expenditure.

And the bigger question, and
indeed the challenge, would be
how Ms Sitharaman explains this
huge revenue slippage and off-
Budget borrowings on July 5 when
she recounts the 2018-19 numbers.
Politically, it could be an embar-
rassing moment. A new finance
minister of the Modi government
would be explaining what went
wrong with the revised estimates

will present the final Budget for A K BHATTACHARYA

2019-20. But in this relatively short

time many of the 2018-19 numbers

presented in the interim Budget have changed quite
significantly. The changed numbers will have an
impact on the Budget numbers for 2019-20. How will
Ms Sitharaman face up to this challenge?

Of course, the bottom-line number, the fiscal
deficit as per cent of gross domestic product (GDP),
has remained unchanged at 34 per cent for 2018-
19. But, most disconcertingly, the net tax revenue
numbers have shrunk from the revised estimates
(RE) — by about 11 per cent, or ¥1.67 trillion, from
%14.84 trillion in RE to 13.17 trillion as per the pro-
visional actuals. Similarly, the provisional actuals
for revenue expenditure in 2018-19 are lower by
%1.32 trillion, compared to the RE numbers. The
reduction has been achieved by transferring this
expenditure burden to the accounts of a clutch of

in the interim Budget, presented
by another finance minister of the
previous Modi government.
Remember that when Arun Jaitley presented the
first Budget of the Modi government in its first term
on July 10, 2014, he had the option of deviating
from many of the numbers that Palaniappan
Chidambaram had put forward in the interim
Budget for 2014-15, presented in February 2014,
before the general election. But Jaitley stuck to
those numbers, even though he had both the eco-
nomic as well as the political justification of devi-
ating from them.

Unlike Mr Jaitley, Ms Sitharaman does not have
the political leeway of deviating from the numbers
presented by her party colleague, Mr Goyal, in the
interim Budget in February 2019. Yet, given the way
the economy has behaved in the last five months
and how the government’s tax collections have fared,
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Currently, risk aversion appears to be quite
extreme, with bond markets choosing to fund only
a handful of companies that are universally con-
sidered “safe”. Loans to some other firms with a
slightly higher risk have been priced sharply
upwards, and firms which the market does not trust
at all are getting no funding. Trading in riskier
bonds has become so illiquid that their pricing
could be suspect. However, this is a cyclical trend
visible in all markets (like the price-to-earnings
ratios in equity markets, which swing from reflect-
ing extreme optimism to extreme pessimism), and
one that should reverse once the defaults are out
of the way.

Developments in the last three quarters have
also impacted the behaviour of borrowers. Erstwhile
“marquee” corporate groups have been forced to
sell assets to protect their credit-worthiness, and
work hard to retain control of their companies. The
positive effects of the resultant impact on quality
of borrowing and more efficient capital allocation
should be visible in the next cycle.

Encouraging as the longer-term impact of these
stresses may be, there are two concerns that have
emerged. The first is the drag on growth: The mar-
kets naturally reviving from these disruptions, while
perhaps healthier from a longer-term perspective,
could take much longer than may be necessary.
For example, some of the entities that the bond
market refuses to fund are now on the path to
default. However, till they have defaulted, some
of the non-MF holders may not feel the pain, and
the impact of their reaction will not be visible. This
lag of several months appears unnecessary.
Similarly, the ratings deflation, in particular a drop
in the number of ‘AAA’ issuers, is likely to reduce
the quantum that pension and insurance funds
can buy. An Asset quality review that many (includ-
ing this writer) have recommended on the other
hand would accelerate the denouement, and bring
forward the recovery.

Secondly, the prevailing monetary tightness,
while exacerbated by current problems in non-
banking finance companies, is also a reflection of
a drop in the money-multiplier. This is the ratio of
the broad money available in the economy (M3) to
the base money injected by the Reserve Bank India
(MO). Banks create money when they lend: If M3
in the system is X100, and a bank gives a %5 loan,
M3 immediately becomes X105. Non-banking enti-
ties, on the other hand, do not create money when
they lend. Thus, if the share of non-banks in the
markKet is to rise, the money-multiplier would nat-
urally shrink. To keep overall money supply grow-
ing at a healthy pace, the central bank may have to
inject more base money than it would in a largely
bank-funded market. This policy recalibration may
also be necessary to revive the economy.

The writer is co-head of Asia Pacific Strategy and India
Strategy for Credit Suisse

Ms Sitharaman faces the economic necessity of sig-
nificantly revising those numbers. That is her first
challenge.

Ms Sitharaman’s second challenge stems from
the fact that her Budget will have to make things
work only in the remaining three quarters of the
year. The first quarter of the year is already gone
and the numbers for this period do not augur well
for either the government’s revenue or its subsidies
payment.

The interim Budget had projected a goods and
services tax (GST) revenue of X7.61 trillion in 2019-
20, inclusive of central GST, integrated GST (IGST)
and GST compensation cess. But the GST revenue
so far collected in the April-June 2019 period is esti-
mated at just about 19 per cent of the annual target,
and that too after cornering a little more than 40
per cent of the share in IGST. Corporation tax col-
lections in April and May have seen a drop of 51 per
cent, though the June advance tax collections, whose
final numbers are yet to be made public, appeared
to have picked up. Income-tax collections in the
same period of two months rose by 15 per cent, but
these offer no solace as the interim Budget numbers
suggest a revenue growth target of 32 per cent over
the provisional actuals of 2018-19. Customs revenue
alone has maintained a steady increase — of 21 per
cent in April-May 2019, against an annual growth
target of 12 per cent. On the petroleum and fertiliser
subsidies payment front, disbursements in April
and May alone have been more than a third of what
was allocated for the whole of 2019-20.

In short, Ms Sitharaman’s second challenge
appears to be even more formidable. She has to place
under close scrutiny most revenue and subsidies pay-
ment numbers given in the interim Budget. And if
those numbers have to be revised and scaled down a
bit to reflect the ground reality as it obtains at present,
the fiscal deficit target set at 3.4 per cent of GDP for
2019-20 may well be a casualty. How well Ms
Sitharaman manages that tightrope walk is a question
whose answer would be known this Friday.

The unmaking of news broadcasting

~

BOOK REVIEW

VANITA KOHLI-KHANDEKAR

amatter of national shame. More than

400 news channels battle each other
for viewership by simply dropping their
standards lower and lower every day.
Much of the media analysis around why
this is happening is uninformed opinion
that amounts to hand-wringing or pure
ranting. There is very little research or
perspective. That explains the trepidation
with which I picked up Sandeep
Bhushan’s The Indian Newsroom: Studios,
Stars and the Unmaking of Reporters.

India’s news broadcasting industry is

Thankfully, it rises way above the usual
“oh, these news channels” kind of com-
mentary to give you an insider’s view on
what has gone wrong.

Mr Bhushan was a TV journalist with
NDTYV and Headlines Today for 20 years
before quitting. He uses his experience
and some good research to come up with
abook that is a satisfying, albeit worrying,
read. It covers a lot of territory but if Thad
to pick out three things that appealed to
me, then it would be its take on owner-
ship, regulation and on journalism itself.

First, it explores, with reasonable
depth the Kkey issues that have pushed
the TV news industry into a downward
spiral. The biggest of these, to my mind,
is the financial crisis that grips the indus-
try and the complete lack of ownership
controls. Some years back I had analysed
that roughly half the news channels then
were owned by people and organisations
who were not interested in news per se—

politicians, their affiliates, cable compa-
nies and real estate barons, among others.
They were launching news outlets simply
to extort money, curry favour or influence
citizens or policy, and were happy blow-
ing up money on keeping a shabby news
operation running. But this completely
kills the market for the those who want
to seriously cover news. The result is a
small news broadcast market with just
about three companies that make money,
on and off. Mr Bhushan examines the
question of ownership in great detail.
Second, in the context of ownership
Mr Bhushan talks about owner-editors
and how they have affected regulation in
India versus other countries. One of the
big things the dual role of owner-editors
does is stymie the whole idea of self-reg-
ulation. Most owners, rightly, do not want
any governmental intervention in regu-
lation. But the result is a toothless body
like the Press Council of India or the News

Broadcasters’ Association which nobody
takes seriously. “In both the USA and UK
self-regulation is moored in parliamen-
tary guarantee with bipartisan support.
So while regulators do their job for the
entire spectrum of media platforms, they
are only responsible to their respective
regulators, i.e. the Congress and the
Parliament. Even BBC, one of the greatest
media institutions, is subject to Ofcom,
UK’s regulatory authority while FCC
(Federal Communications Commission)
oversees a range of media platforms other
than print media in the USA,” he says.
Private broadcasting came to India in
1991 because we had an archaic Indian
Telegraph Act of 1885 defining broadcast-
ing. Since then, except for The Cable tele-
vision (Networks) Regulation Act 0of 1995,
there has been little by way of an overar-
ching look, committee or even discus-
sions around how to put it all together.
The Cable Act itself was a reaction to the

Supreme Court’s landmark “Airwaves are
public property” judgement earlier in
1995. This reporter has for long argued
for an “independent of the government”
regulator that harnesses the power of the
media business, to generate taxes, jobs
and ensure plurality and diversity a la
FCC or Ofcom. In Mr Bhushan I find a
kindred soul. He is categorical that he
doesn’t advocate regulation shaped by
government but one that is modelled on
the lines of Ofcom, which has both regu-
latory and licensing powers. As an aside
his quick analysis on the evolution of the
FCC and Ofcom were great reading.

The third reason and the central point
of Mr Bhushan’s book is the complete
sidelining of the reporter. Any half-decent
journalist can see that over the years TV
journalism is about some star anchor hog-
ging the time and the big stories. As Mr
Bhushan says in the preface, “This book
is born out of my resentment over the
television news discourse that has con-
signed reporters to invisibility. Over the
last two decades, satellite television has
firmly ensconced news anchors at the

centre of the industry..... This invisibali-
sation of reporters is not ‘natural’ and far
removed from the global news television
template,” he writes. And he talks, in great
detail, on how this happened at NDTV
with star anchor Barkha Dutt taking over
all the big stories and airtime. Or through
the rise of Times Network’s brand of opin-
ionated, factitious coverage that Arnab
Goswami carried over to Republic TV. Mr
Bhushan calls it outrage journalism. He
debates a policy option for solving this
so that news becomes more representa-
tive of all sections of society.

For anyone interested or worried
about Indian news television and the
harm it is causing to the quality of dis-
course and therefore to the health of our
democracy, this is a must-read.

THE INDIAN NEWSROOM:
Studios, Stars, and the
Unmaking of Reporters

Sandeep Bhushan
Westland Publications, 312 pages, T460
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Air India can't be sold,
so best to shut it

If even a Jet Airways is having a problem finding buyers, how
is Air India going to do this? Don’t waste taxpayer money

TIS NOT clearwhat the government hoped toachievewhen it chose toissueacor-

rection after civil aviation minister Hardeep Singh Puri told Parliament that the

plan to sell Air India (AT) had been shelved due to high oil prices and a volatile

rupee. After Puri’s statement, his own ministry issued a clarification saying the
process of privatisation was still on and that Puri’s statement actually referred to an
analysis thatwas donelastyear.In otherwords, the governmentwould have us believe
that it is just a matter of time before a buyer is found for AI. While such a move may
boost market sentiment—it suggests the government’s zeal for tough reforms is very
much there—this is difficult to believe since even a Jet Airways is finding it difficult to
find a buyer; how will Al, whose balance sheeet is so much more compromised, and
which has a lot more people who are so heavily unionised they even fight over who
should flywhich type of plane? And,what does it say about the government’s attempt
tocleanupAlthat,asperPuri’sstatement,Al’snetdebtroseto¥58,352 croreattheend
of March 2019, rising from about ¥55,000 crore in FY18; and in a year when Jet Air-
ways cancelled so many flights in the run-up to shutting down, Al made losses of
%7,365 crore,up 38% from FY18’s¥5,337 crore.

Some part of the problem will getaddressed by the government hiving offAI’sdebt
into another company and using the sale of some of its assets to partially pay for this.
Butitisnot clearwhen thishaemorrhagingis going tostop since,whileAirIndiaisafull-
service airline—although nowhere as classy as Kingfisher or Jet—its fare realisation is
lowerthan even IndiGo’s. Fixing thismeans the government has to get rid of AT’s excess
manpower by compulsorily retiring them, not by asking the potential buyer to do so.
Indeed,apart from not taking overall of A's debt and retaining a stake in the airline—
which really spooked buyers since no one wants the government as a partner—the
biggest mistake the government made the last time around was to not deal with the
labour issue. Theoretically, the new buyer could get rid of excess staff after a year, but
this requires government permission, so who would be so foolhardy as to take on this
risk? More so,since the entrybarriers to setting up aworld-class airline are solownow
that theaircraft can beleased and rentals paid out of operational revenues?

If the government is at all serious about the privatisation, it needs to retrench AI’s
staff first; the reason why excess staff was not a problem when airports like the Delhi
onewere privatised was that buyerswereassured that the stafferswould return toAir-
ports Authority of India (AAI) if they were not absorbed by the private firms. Indeed,
since Air India’s losses are going to keep mounting till it sorts out its operations—and
itis not clear this can be done in a PSU structure—the government simply has to shut
itdown;itis unfairto expect taxpayers to fund ¥7,000-8,000 crore annual losses in per-
petuity,and they could rise quite quickly as well. Indeed, the same should be done for
otherwhite elephants like MTNLand BSNL that continue tobleed the taxpayer; when
even professionally-managed companies like Airtel and Vodafone-Idea are having
trouble dealing with the RJio onslaught, howwill these PSUs that were making losses
long before RJio even entered the market?

Action on raters just a start

Have to act on auditors, company boards, RBI/Sebi surveillance...

HOUGH IT TOOK an anonymous whistleblower complaint,and not Sebi

initiating adjudication proceedingslast December, to get ratingagency Icra

to send its CEO Naresh Takkar on leave pending an inquiry, the good news

is that some sort of action has been taken at long last. The whistleblower
had alleged that senior management interfered to ensure good ratings in the case of
clients like IL&FS. So, if the inquiry does show this to be true,and Sebi takes action, it
won’t be a day too soon. As in the case of rating agencies in the west—Moody’s owns
529% in Icra—some Indian rating firms too have been suspected of being very liberal
with rankings. In the case of IL&FS, for instance, it was amazing that rating firms
which gaveitagoodrating foritsX75 croreissueaslateasAugust 2018 failed to catch
the fact that,while the holding company’s profitswere I584 crorein FY18,the IL&FS
Group’s losses were X1,887 crore; the liabilities of IL&FS at a standalone basis were
X17,757 crore while those of the groupwere ¥116,447 crore.

But the problem is not just that of the raters, it is a larger problem of inadequate
governance.While the governmentis trying to blacklistauditors Deloitteand KPMG
affiliate BSR & Co, surely both the raters and the auditors would have believed the
boards of companies—especially the independent directors—were doing theirjob to
ensureagainst fraud? In the case of IL&FS,however,while the consolidated debt more
than doubled between 2014 and 2018, its risk management committee met just
oncebetween 2015 and 2018,in July2015.LIC owns more thana 25% stake in IL&FS
and its managing director Hemant Bhargava chaired the committee.Other members
included Maruti Suzuki chairman RC Bhargava and former shipping secretary
Michael Pinto, but no action has been taken against any of them. And what kind of
surveillance system does India have if neither RBI nor Sebi discovered that the audit
committee hadn’t met as often as it should have? In the case of IL&FS, as this news-
paperhasargued,a solid bureaucratic network helped advance the group’s prospects,
but this has gone unpunished so far.

Soif the action against Icra or any of the auditors has to be more than the usual
one-off reaction after any major scam, the government needs to act on various
fronts. Certainly boards/directors need to be proceeded against,but regulators like
Sebiand RBIneed to be beefed up considerably,with large investmentsin their sur-
veillance functions and powers. Sebi has to revive its circular making it mandatory
todisclose even one day of default and RBI simply has to make all default data pub-
lic; how are rating agencies going to predict default if they don’t even know when
various bank defaults take place? In short, until there is a conscious effort to
improve governance standards across the board, penalising one or two credit rat-
ing/audit firms won’t achieve much.

BuildingRESILIENCE

Every dollar spent on disaster-resilient infrastructure in
developing countries will earn $4

REPORT BY the World Bank and the Global Facility for Disaster Reduc-

tion and Recovery says developing low-and middle-income countries

like India can save $4.2 trillion by increasing investment in infrastructure

assets by 3 percentage points. Despite high investments, the report finds
that the qualityand adequacy of basicinfrastructure services—roads, public trans-
port,power grids,water and sanitation systems—is not up to the mark. Forinstance,
even though research from India shows that incidence of diarrhoea in children
decreases by 21% in households with access to piped water, low- and middle-
income countries incura minimum financial cost of $ 3-$ 6 billion annually,due to
waterborneillnesses and the consequent loss of productive work.Add to this inter-
ruptions in water supply, and these costs reach a maximum range of $88-153
billion peryear.

While infrastructure services in developing nations already tend to be fragile and
prone to failure at a systemic level, the economic impact is exacerbated by natural
shocks.Theresearch estimates total annual losses due to damage and disruption of
infrastructure assets and services in low- and middle-income countries tobe in the
range of $391-647 billion, the worst effects of which are borne by the vulnerable
and marginalised groups,including the rural and urban poor,and women. Further,
it asserts that investments directed towards developing climate-resilient infra-
structure would allow such countries to earn $4 forevery $1 spent.While resilience
may be increased in any number of ways—from digging deeper foundations using
alternative material and building flood protection to improving road design and
building stronger water treatment plants—it is essential that it is included in the
structure of regulation and incentives at the design stage itself. The key to unlock-
ingthe economicbenefits of resilient infrastructure services lies in spending better,
not in pumping more money into inefficient designs.

Opinion

S CHENNAI WAS reeling
under acute water
scarcity and people were
fighting over a bucket of
water, two water-con-
strained cities 10,000 km apart were
peacefully supplying waterto their cit-
izens. I have visited both these cities
and seen how a combination of tradi-
tional practices and cutting-edge tech-
nologies can solve the water crisis in
even the most water-scarce areas.

From sewage to drinking water:
I heard the term Direct Potable Reuse
(DPR) for the first time in August
2018 in Windhoek, capital of
Namibia. The term was coined by
Namibians to describe the conversion
of domestic sewage into drinking
water.The city of Windhoek has been
treating domestic wastewater for
reuse as clean water for more than
half a century.

Windhoek is located in one of the
driest parts of Africa. In a good year, it
getsabout 300-400 mm of rainannu-
ally. But most of this water evaporates
and very little percolates into the
ground. So, this city,with a population
of over 300,000 people,has tolivewith
averylimited supply of water.The only
way they can meet theirwaterrequire-
ment is by recycling sewage. They
commissioned their first recycling
plant in 1968. The older plant was
closed and anew,bigger plant,the New
Goreangab Reclamation Plant, was
commissioned in 2002. This new
plant, which I have visited, produces
21,000 m3 of potable water/day. That
is, it supplies 60 litres of water every
day to each inhabitant of this desert
city.Thisis sufficient to meet the basic
needs of the citizens.

One of the key features of Wind-
hoekisits practise of separating indus-
trial and other toxic wastewater from
the domestic wastewater stream.
Domesticwastewateris taken through
a separate drain and pretreated to
obtain a consistent quality. The pre-
treated waste is then treated through
a 10-step treatment plant. The treat-
ment steps are similar to the conven-
tional technologies that we use in our
country—coagulation, flocculation,

GDP growth

THE REAL MAINSTREAM

BY HARVESTING RAINWATER AND RECYCLING SEWAGE, MOST INDIAN CITIES
CAN MEET THEIR DOMESTIC WATER NEEDS

Reimagining water:
A tale of two cities
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gravity filtration,activated carbon fil-
tration,ultrafiltration, ozonation, dis-
infection etc. The difference is that
while we use three or four steps, the
New Goreangab Reclamation Plant
uses 10 steps sequenced in such a way
that it produces drinking water that
meets the Switzerland water quality
standard, the most stringent in the
world. Since 1968, not a single case of
negative health effects has been
detected due to the use of recycled
water. Amazingly, the cost of treating
sewage to reuse it as drinking water is
highly affordable.The New Goreangab
Reclamation Plant sells water at
Namibian $11 per 1000 litres. This is
equivalent to 60 paise per litre of clean
drinking water.

Make every drop count: Gardens
by the Bay is a famous tourist spot in
Singapore.It comprises of three beau-
tifully crafted waterfront gardens
made on reclaimed land. But many
don’t know that the water body abut-
ting the gardensis Singapore’s largest
rainwater reservoir, called Mariana
Reservoir. Rainwater falling on one-
sixth of the land area of Singapore is
collected in this reservoir,and treated
and used in homes and factories.

Singapore is a water-scarce city.
Apart from the water it imports from
Malaysia, its only source of water is
rainwater. Still, it provides its citizens
with 140 litres of clean water every day
by combining traditional practices
with modern technologies.

Singapore is the world’s foremost
city in rainwater harvesting. It gets
abundant rainfall, about 2400
mm/year,but hasvery small landmass
to harvest rainwater. It also doesn’t
have the kind of aquifers that can store
rainwater underground. So, it pio-
neered storm-water harvesting and

above-surface storage. Today, two-
thirds of Singapore is used as a water
catchment, with the rainwater being
collected in 17 reservoirs through
storm-water drains, canals and rivers.

One of the key features of Singa-
pore is its strict land-use regulations
to keep water catchments clean by
removing  polluting
farms and factories near
catchments.In addition,
it has separate drains for
sewerage and storm-
water. A combination of

If Singapore can
harvest rainwater,
why can't Nagpur,

(2 ON ECONOMIC GROWTH

Finance minister of India, Nirmala Sitharaman

Economic growth is high on the agenda of the
Government. Various reforms are being undertaken
by the Government in many spheres to improve

a“Global Hydrohub”.It has more than
180 water companies with more than
20 water research centres that are
developing cutting-edge technolo-
gies in the water sector.

The question we need to ask is that
if Singapore, the world’s most modern
city, can harvest rainwater and recycle
sewage, why can’t Bengaluru, the hi-
tech city of India? In fact, Bengaluru
was built by harvesting rainwaterin its
lakes, ponds and tanks. But, most of
these lakesand ponds havevanished or
are polluted. But these can be revived.
A study recently by TV Ramachandra
and his colleagues from the Indian
Institute of Science shows that by har-
vesting rainwaterand treating sewage,
Bengaluru can easily sup-
ply 135 litres of water per
day to all its citizens. But
will Bengaluru do this? It
ismost unlikelyas the city
has decided to commis-

clean catchment areas Ranchi or sionits¥5,500 crore Cau-
and separate storm- Bhub ” very Water Supply Project,
water drains ensures that ) = §|Teswar. Stage V, to get an addi-
clean rainwater is col- Indian cities should tional 775 million litres
lected in the reservoirs. be asked these of water/day from the

But even this exten-
sive rainwater harvest-
ing is not sufficient to
meet Singapore’s water
requirement, as its industrial and
commercial demands far exceed its
domestic demand. So, it recycles its
sewage and produces NEWater, the
brand name for reclaimed water pro-
duced by Singapore’s Public Utilities
Board. Using advanced membrane
technologies and UV disinfection,
Singapore recycles its sewage into
ultra-clean water. This water is sup-
plied mainly to industries and com-
mercial establishments. Currently,
40% of Singapore’s water needs are
met by NEWater.

Singapore has also set-up desali-
nation plants. Currently, it has three
desalination plants that can meet up
to 30% of its current water demand.
So,a combination of rainwater har-
vesting, recycling of sewage,
imported water and desalination
plants makes Singapore a water-sur-
plus city. Today, Singapore calls itself

DVR: A difference, not enough change

The acceptance of DVRs by SEBI was
supposed to herald a revolution for
India’s digital companies. But sadly, the
regulatory baggage it is saddled with, will

hamper the potential of this initiative

AS AFINANCIAL instrument, shares
have two entwined characteristics:
one of control and the other of eco-
nomic benefits. Both these character-
istics usually rank parri-passuand any
change in one, necessitates a change
in the other to maintain that balance.
It is the flexibility to cleave these
rights that have allowed for unique
structures which have unlocked
greater shareholder value, the likes of
which have never been seen before,
like Facebook, Google (now Alphabet),
Snapchat and Ali Baba.

The acceptance of differential vot-
ing rights (DVRs) by SEBI yesterday
was supposed to herald this revolu-
tion for India’s digital companies. But
sadly,theregulatorybaggageitis sad-
dled with will hamper the potential of
this initiative.

India has had DVRssince 2000 with
5 listed companies, such as Tata
Motors, Pantaloons Retail, Jain Irriga-
tion, etc, opting for this. In all these
cases, the shares that had differential
(inferior) voting rights always had an
extra coupon or an economic induce-
ment to compensate for the lack of
control, thus respecting the principle
stated previously. But all this changed
in 2009, with the case of Anand Pershad
Jaiswal and Orsv. Jagatjit Industries Ltd.
and Ors, wherein an issue of DVRs
caused someonewith a 32% economic
interest to wield 629% control of the
company. With this case, SEBI acted
swiftly and sent a letter to all stock
exchanges prohibiting the issuing of
DVRs, thus ending India’s brief affair

with them.

If 2009 saw India shed DVRs, it also
saw Facebook embrace it with open
arms.The dual-class structure instituted
by Facebook in 2009 allowed Mark
Zuckerberg,whoheld 2 2% of Facebook,
to control 57% of the voting rights in
the company at the time of IPO. Face-
bookIPO,in 2012,sawthem debutwith
apeak capitalisation of $104 billion and
now has a market cap of
$543 billion.

It is important to
acknowledge that the

Founding partner, 3one4 capital
Views are personal

It is important to

PAIl

net-worth of the promoter group, the
mandatory sunset clause impede the
attractiveness of this.We must acknowl-
edge that Indian tech IPOs have lagged
therestof theworld.Thelastblockbuster
tech IPO people can recollect is
Mindtree,which hasseenitself engulfed
by L&Tinahostile takeover.Having DVRs
without these restrictions might have
prevented this from happening. Even
Subroto Bagchi acknowl-
edged this on a panel last
Friday, when he said that
SEBI’s current construct

reality digital businesses acknowledge that  \yoyidn't haveaided their
inhabitdiffersfromtradi-  the reality digital  case.

tional business or India  pysinesses inhabit The protections SEBI
Inc.Digital businesses and A proposed, such as a fully

startups chase growth
instead of profitsinitially,
and raise multiple rounds

traditional business
or India Inc. Digital

independent director-led
audit committee and the
coat-tail provisions, will

of capital to achieve this. businesses and ensure minority share-
Assuch,theholding of the h holder protection. SEBI
promoters or founders startup?s e has a stellar track-record
isn’tthe 50-60%thatpro- ~ growth instead of  in this field. In the ease of

motersof IndiaIncheldin
the oldendays—they’rein
the low teens or even sin-
gle digits. The Flipkart promoters held
around 8% of the company togetherat
the point of exit. It is this reality which
necessitates DVRs to ensure that pro-
moters of tech companies can still
direct the company as per their vision.

The best blueprint for DVRs in India
would be tofollowthe US model,wherein
liquidity of these DVRs is limited and
their economic rights are mitigated in
favour of the preferential voting rights
that they enjoy. The restrictions on the

profits initially

doing business rankings,
India’s best showing, at
number seven in the
world,isin protection of minority share-
holder and this is due to the efforts of
SEBI. But protection should not stifle
innovation, and regulations should not
regress progress,but buttressiit.

Innovation outstrips regulation,
but regulation always outsmarts
innovation. Between these lies the
entrepreneur, like Icarus, who has to
rise while keeping in mind not to get
too close to the sun and run the risk
of getting burnt.

hard questions

Cauvery.

But, is it more sus-
tainable and affordable
to get water from hun-
dreds of kilometres away, as most
Indian cities are planning, or to imple-
ment rainwater harvesting and
wastewater recycling? If Windhoek
and Singapore can convert sewage
into potable water, why can’t Delhi,
Chennai or Bengaluru? If Singapore
can harvest rainwater,why can’t Nag-
pur, Ranchi or Bhubaneswar? Indian
cities should be asked these hard
questions when they come up with
multi-crore water supply schemes.

The bottom line is that even the
most water-deficient Indian city has
more water than Windhoek and all
major Indian cities have much larger
water catchments than Singapore’s. If
Windhoek and Singapore can meet
their water requirement by adopting
traditional rainwater-harvesting prac-
tices and using cutting-edge tech-
nologies, why can’t our cities? I don’t
see any reason why we can’t.

LETTERS TO

THE EDITOR

President’s rule in
J&K

Extension of President rule for next
six months by the Modi
government in Jammu & Kashmir is
politically motivated as the BJP is
afraid of holding the assembly
election in the state under the fear
of defeat—due to the mess created
by the PDP-BJP alliance, resulting in
the state becoming backward.
There were regular attacks on
Indian armed forces from the
terrorist groups across the border.
The fact of the matter is that when
it comes to assembly elections, the
centre is hesitant and wants to run
the state government without any
accountability. The government's
zero tolerance policy is not
working as the attacks against
security forces continues for the
last five years. The government is
using President's rule as a ploy to
run the state from New Delhi and
wants to dictate their own terms
and conditions rather than giving
power to the people.

— Bhagwan Thadani

on e-mail

Arrest of dissent

The West Bengal government has
come under a cloud for keeping BJP
youth wing leader Priyanka Sharma
behind bars despite a Supreme
Court order on May 14 to release
her immediately on bail. Ms Sharma
was arrested and sent in for 14 days
of custody for allegedly posting a
morphed image of Chief Minister
Mamata Banerjee on social media.
This is not the first time that the
Mamata dispensation is in the news
for all the wrong reasons.

— NJ Ravi Chander, Bengaluru
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overnance

challenges
for India

Governance is not well measured by terms such as
“minimum government, maximum governance,’
but by indicators of outcomes and efficiency, and

OUR OF THE most important
economic challenges for India,
as I argued in my last column,
are fixing the financial sector,
solidifying the tax system,
shedding inefficient public enterprises,
and reforming the agricultural sector
(‘Economic challenges for the new govern-
ment’, FE, June 18; http://bit.ly/24c9vDg).
The list of economic challenges does not
stopwith these four,butitis moreimpor-

by measures of accountability

tant tounderstand the governance struc-
tures that make these and other reform
areas challenging, before lengthening to-
do lists. Indeed, governance challenges
invariably underlie economic challenges.

The slogan of the NDA in the 2014
election campaign, “minimum govern-
ment, maximum governance,” hinted at
an overarching idea of reducing unnec-
essary government interference (pre-
sumably including, but not restricted to

ILLUSTRATION: ROHNIT PHORE

the economy), while improving the effi-
ciency of what government is actually
supposed to do.But that slogan does not
provide enough conceptual depth or
richness tobe a useful guide toaction.So
how should one think of the underlying
governance challenges that India faces?

Governance includes lawmaking,
institution building, regulation and
administration.All of theseare potentially
intertwined in designing good policies
and inimplementing them.For example,
inadequate bankruptcylaws,government
ownership of banks and non-bank finan-
cial companies, and poor regulation all
contributed to the bad debt problem in
India’s financial sector. The laws were
recentlyimproved,and the quality of reg-
ulation was improving in a parallel and
complementary development, but the
political compulsions of the ruling party
and the overreach of the Supreme Court
have both tended to move the situation
further away from a speedy and efficient
resolution of the problem.

This is India’s core governance chal-
lenge: a tendency to concentrate power
and control at the top, among a small
number of loyal politicians and bureau-
crats.The economic reform process of the
last three decades has been marked by
innovations in laws, regulatory institu-
tions,and sources of administrative and
policy expertise, all of which have the
potential to support a higher growth path
forIndia. But the general trend in the cur-
rentruling coalitionhasbeenin thedirec-
tion of reversing theseinnovations,atleast
de facto if not by explicit rollbacks. Even
robust governance institutionsare subject
todamage and erosion ifaleaderis deter-
mined, incompetent or malevolent
enough: one is seeing this process occur-
ring in the US, where cronyism and cor-
ruptionare rampantin the Donald Trump
administration, expertise is discarded or

ignored, and there is pressure on suppos-
edlyindependent institutions such as the
Federal Reserve. One might argue that
Trump is a strong leader who knows what
he wants and is getting it by imposing his
will, but many observers are concerned
about the resulting long-run damage to
various governance institutions.

India’s potential challenges are some-
what different. In particular, its legal and
regulatory institutions are not yet robust
and efficient enough to supporta thriving
modern economy. For example, the agri-
culture sector is one of the areas of the
economy that has seen the least progress
in changing how productive activities are
governed,instead continuingwith archaic
and severe market restrictions and distor-
tions. Government control of the sector is
politically valuable, and it remains to be
seenif thenewgovernment’s stated inter-
est in reform translates into changes that
are politically viable. The internal organi-
sation of the judicial system, namely the
manner in which legal proceedings are
conducted and lawyers and judges are
educated, also remains largely unre-
formed,as does the bureaucracy.

Inthissituation of limited institutional
strength and efficiency, thereisarealdan-
ger that those areas which have seen
progress, such as the functioning of the
Reserve Bank of India (RBI),orwhere there
is a strong tradition of competence and
trustworthiness, such as the Election
Commission of India,will have their qual-
ity eroded by a dominant political forceat
the top of the governance pyramid. The
Election Commission is an interesting
case, since it has been considered one of
India’s strongest regulatory institutions,
but it came in for criticism in the recent
election forevidence of weakening impar-
tiality.Of course, the Election Commission
does notregulate economicactivity,but if
electionsarenolongerreliably conducted,
theirroleasanaccountabilitymechanism
for politicians will erode.

In sum, governance is not well mea-
sured by terms such as “maximum,” but
byindicators of outcomes and efficiency,
and by measures of accountability. Cities
such as Bengaluru have experimented
with citizens’ scorecards, and there is
much more that can be done in that
respect,especiallyat thelevel of citiesand
towns, where the quality of governance
affectsresidents’dailylives most directly.
At the national level, the link between
efforts and outcomes is more tenuous,
and the decisions to be made are more
abstract: the benefit of giving RBI the
freedom to conduct monetary policy
without political interference is not
something the average voter will appre-
ciate.Privatised banks that are more effi-
cient, but still incentivised to serve less-
well-off rural customers, will be
appreciated more directly,but again, the
link between the government policy and
thebenefitsto citizens is not transparent.
It may be that good governance and its
recognition will be something that are
best built from the bottom up, in which
case the national government’s role is to
allow and enable subnational govern-
ments to flourish.InIndia’s current situ-
ation,bothvertical and horizontal decon-
centration of governance are desirable,
but achieving either will be a challenge.

The new international economic order

KUMAR

The author is AGM-Economist, SBI.
Views are personal

THE GLOBAL ECONOMIC order of the
day resonates a mercurial temperament
frequently hitting the headlines, but
geopolitics experts very skittishly avoid
going to the depths of this debate.

I am reminded of the Cold War—the
continued discreet skirmish between the
USand USSR; it ended with Glasnost and
Perestroika, leading to eventual demise
of the USSR.Though slightly hyperbolic,
the term resonates again, now involving
a superpower of the East.

The US-China trade conflict, which

data shows may be hurting US exports
more than China, could give a new direc-
tion to the emerging patterns in global
geopolitics.Trade tensions have reignited
commitments made by China towards its
Belt and Road Initiative (BRI), which due
to cost-related issues was facing bottle-
necks in some host countries. Worth §1
trillion, BRIincludesvarious projects and
intends to create economic corridors in
Asia, Europe and East Africa.

India also shares concern about BRI
along with the US, which thinks China
may use BRIasavehicle to extend its mil-
itary presence in the geographies hith-
erto not touched upon such as Israel.
India may be right that the initiative of
creating an analogy of BRI with the Silk
Route is a strategic move by China in the
guise of economic development. Had it

notbeen so, the Sri Lankan move to hand-
ing over Hambantota port to Chinaon a
99-year lease would not have led to an
explanation by the Sri Lankan PM about
the usage of the port.

The Chinese President has never shied
away from showing assertive ambitions.
I am reminded of ‘Balance of Power'—by
David Hume in his Essay on the Balance of
Power.Though it is difficult to say if the
trade war raged by the US is an attempt
to balance out the growing economic
clout of China, there is a need for new
strategic alliances to play down China.

On the economic front, the Asia-
Africa Growth Corridor (AAGC) appears
to have been thought of as a counter-ini-
tiative to balance the ambitious BRI. With
almost similar economic objectives as
BRI,and with Japanand Indialeading the

way, AAGC looks more conciliatory in
nature and more consultative in bring-
ing outideas and implementing them.
While China hasbeen investing heav-
ilyfordiplomatic,economicand military
gains,India hasalso gained substantially
as far as global opinion is concerned.
While staying broadly non-aligned, India
hasbeen able to maintain good ties with
developed as well as developing nations.
AAGC mayturn outasacounterreply
to BRI. It would connect Asia with Africa
(an untapped market that presents excit-
ing opportunities for trade and business).
In the world order of today, the Cold War
analogy maynot hold true,but,going for-
ward, increase in the share of economic
gains, enhancing of trade benefits and
grabbing of potential markets would
drive the new global economic order.

@® BUDGET 2019

Containing the
past well

RASTOGI

The author is partner, GST and Indirect
Tax, PWC India. Views are personal

Towards the government’s objective to
promote ease of doing business in India

ITH REPORTS OF economic slowdown
in the last quarter of FY19 gaining
ground,the new governmentwould like
toleave no stone unturned for providing
aboost to economic growth.The upcom-
ing Union Budget, to be presented on July 5, can prove to be
abold step that the government might have in its offing.

Since the Budget would indicate the course the govern-
ment would adopt over its tenure of five years, an attempt
should be made towards containing the indirect tax issues
and deliberations that are plaguing the sentiments of busi-
ness community.Such issues primarily pertain to the ambi-
guities emanating from indirect tax law (other than GST)
and tax department’s contentions in respect of pre-GST era
indirect taxlaws.While the government is busy simplifying
near two-year-old GST structure for businesses,delving deep
into pre-GST law for raising tax demands not only leads to
non-judicious use of the governmental machinery,butalso
dampens the investment interests of businesses.

Keyissues that deserve foreclosure in the Budget are:

1. Clean up the past: The value of designs provided by
vehicle manufacturers to component manufacturers be
added while paying excise duty. When a vehicle manufac-
turer or original equipment manufacturer (OEM) gives prod-
uct specifications (which can be in the form of a design) to a
component manufacturer (CM), basis which a component
is to be manufactured, the issue that needs to be addressed
iswhether the value of such product specification/design be
included in the value of the component so manufactured in
order to determine the excise duty payable thereon.

Asadecades-old industry practice,none of the CMs have
considered thisasan additional
consideration forittobeadded
to the value of the component
so manufactured. The reason
trade, a Customs  being that the value of the

Advance Ruling product specification/design

. could have only been added if
Authority ShOl.J|d be the transaction value of the
made operational

component was not the sole
at the earliest consideration to determine the
value for payment of excise
duty. In the instant case, the
product specification/design was the condition of contract
basis that the component was to be manufactured. Since
they do not form part of additional consideration, no excise
dutywas payable on this.

Surprisingly, post the introduction of GST, the govern-
ment has recently issued numerous show-cause notices
(SCNs) to various CMs, questioning the non-inclusion of
value of product specifications/designs supplied to them by
OEMs as an additional consideration in the assessment
value of the goods supplied to such OEMs, for the purpose
of payment of excise duty.

Itis,indeed,important that the government should focus
on cleaning up the past rather than digging up new so-called
issueswhich could have been considered in the pre-GST era.

In fact, there is a particular section in the excise Act that
empowers the government to issue exemption for the pur-
poses of validating common practices of an industry. It is
critical that sooner than later this aspect be looked at,as even
in a worst-case scenario if the CM pays additional excise
duty, OEMs will not be able to take input tax credit, which
otherwise they were eligible under the pre-GST era,and the
whole exercise would have been revenue-neutral.

2.Formation of customs advance ruling authority:
The establishment of a Customs Advance Ruling Authority
is essential for faster decision-making and to reduce the
overall time period within which advance ruling can be
obtained by the applicant. Although the customs law has
beenamended to allowits establishment, the constitution of
authority is pending and, as a result, applications still need
to be filed with the corresponding authority established
under the Income-tax Act, 1961. Hence, as a trade-facilita-
tion measure, a Customs Advance Ruling Authority should
be constituted and made operational at the earliest.

Providing solutions to problems of aforementioned
nature would result in reinstatement of the government’s
objective to promote ease of doing business in India.

[L£ S|
For facilitating

(Rohit Gupta, associate, GST, PwC India,
contributed to this article.)

ITH THE ELECTIONS
resulting in a success-
ful return of the NDA
government, the focus
of attention is now on
what will be the stance taken by the MPC?
Against the background of not showing a
convincing uptick and out of force of
habit, there are already calls for reduction
of interest rates, with the decibel level
being higher for 100-200bps cut. It is,
hence, necessary to analyse the pros and
cons of reductions in interest rates.

Interest rates have been looked at nor-
mally from the corporate lens, and hence
the view is these should be lowered to spur
investment. Is there a real relationship
between the two? Also,as interest rates have
a bearing on savings, should this perspec-
tivealsobelooked at? Last,as there tends to
beregularcomparisons of real interest rates
in India with those in the developed world,
is there a basis for doing so?

The best indicator of investment is the
gross fixed capital formation (GFCF) rate,
whichisexpressed asa percentage of GDP
at current prices. The GFCF rate has been
declining since 2012-13, from 34.3% to
28.9% in 2018-19.A decline of 5.4 per-
centage points is significant. During this
period, the return on advances for all
banks based on RBI data declined from
10.42%in2011-12t08.31%in2017-18
(the latest year for which data is avail-
able)—a decline of 211 points. Therefore,

Taking an interest rate call

Look before
you leap

toargue thatloweringratesisthe panacea
forinvestment can be contested by data.

The disconnection between the two can
be explained. First due to over-investment
in the pre-2011-12 era following the
financial crisis, the stimulus provided on
fiscaland monetaryssides gave investment
a boost. But much of this went into infra-
structure,which was afflicted with irregu-
larities in sectors such as coal, iron ore,
power, telecom, among others. This led to
projects getting stalled, which later got
translated into NPAs after some umbrella
coverwas provided through the CDRroute.
This led to projects still being in the stalled
mode orabandoned.Therefore, private sec-
tor interest in investment is limited irre-
spective of the interest rate regime.

The second reason forlowinvestmentis
surplus capacity in most industries. Typi-
cally,autilisation rate of around 78-80%is
required to push investment.With the rate

SABNAVIS
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being stagnant in the 70-73% range on an
average, there is limited push here. The lat-
est RBI data shows this has crossed 75%,
which is not consistent with the declining
ITPrate. Unless this numberimproves,only
then will fresh investment take place.

Now,theway outisreally on thedemand
side for capacity utilisation and on struc-
turalissuesrelatingto NPAsand regulation
toreigniteinterestininfrastructure.Under
these circumstances,there have been some
collateral effects on savings, which have
declined during this period.

The ratio of household savings came
down from 23.64% in 2011-12 to 17.2%
in 2017-18—afall of 6.4 percentage points.
Thisis significant because bank deposits are
todayaround X125 lakh crore,and another
X12 lakh crore are in debt mutual funds.
Lowering of rates affects income received,
which, in turn, affects spending power and
consumption. The average cost of deposits

Spread between return on
advances & cost of deposits

Household Cost of Return on

Year savings rate deposits GFCF advances

2011-12  23.64 6.28| 34.3 10.42
2012-13 2248 6.57| 33.4| 10.33
2013-14  20.34 6.39| 31.3 9.98
2014-15 19.56| 6.35| 30.0 | 9.78
2015-16  17.97 6.09| 28.7 9.35
2016-17 17.07|. 5.6l| 28.2 | 8.86
2017-18 17.2 5.02| 28.6 8.31

Source: RBI

Real interest rates

USA 0.50 | South Africa 2.25
Thailand 0.52 | Malaysia 2.80
Philippines 1.50 | India 3.08
Russia 1.55 | Indonesia 3.17
Brazil 1.56 | Mexico 3.84
China 1.85 | Turkey 4.50

Source: Trading Economics
(Policy rate minus CPI inflation latest)

of banks has come down from 6.28% in
2011-12 to 5.02% in 2017-18—a decline
of 126bps.Thus,hastydecisions oninterest
rates can have a negative impact on savings.

Curiously, the decline in average return on
advancesof 211bpswashigherthan thatin
cost of deposits of 126bps,but savings rate
of households fell at a higher rate!

An interesting takeaway from the
accompanying tableis the spread between
return onadvances and cost of deposits has
come down from a high of 414bps in
2011-12 toaround 330bpsin 2017-18,
and the benefits have been more to thebor-
rowers than the deposit-holding public.

The other issue on real interest rates
doesraiseafundamental question.Canwe
really compare the real interest rate in
Indiawith thatinawestern economy? The
interest rate is the cost of capital and
should reflect the same. This is what the-
ory says. The cost of capital is the result of
demand and supply for funds, and if sup-
plyislessasrevealed by the higher CAD ex
post, then it means the economy s capital-
scarce.Insuch asituation,theinterest rate
level has to be higher than that in other
developed economies.Lowering the inter-
est rate to a level that is not supported by
the market canlead to distortions.

The table also provides the real interest
rates invarious countries based on the pol-
icy rate adjusted for CPI inflation.As can be
seen,the higherrangesofrealinterestrates
arein some of the faster growing economies
where there is greater demand for funds.
Whileitcanbeargued that 3%real interest
rate should be 2% or 1.5%, it must be
realised that the real rate is looking higher

due tolowinflation,which is due to supply
factors rather than demand. In 2013-14
and 2014-15, CPI inflation was 9.3% and
5.8%, respectively, in which case the real
repo rate would have been negative.

The argument on comparing the real
repo rate with those in other countries
should not be considered in isolation. The
low inflation rate that is being witnessed
todayis due to unusuallylow farm and fuel
prices.The average CPI inflation for indus-
trial workers up to 2017-18 was 8% per
annum in thelast 10years,with sevenyears
of above-6% mark. So, rather than looking
at current inflation rate for reckoning real
rate,an average may be advisable as these
ratestend tobe quitevolatile—at timesdue
to single commodity price effects.

The discussion points to a few conclu-
sions.One, interest rate should be consid-
ered looking at both investment and sav-
ings,and has tobebalanced asitcanlead to
distortions on the consumption side. Sec-
ond, lower interest rates are just one fac-
tor going into investment decisions, and
are not a guarantee for positive response.
Third, the global real interest rate com-
parison misses the point that nations are
different,as are their credit markets. Last,
even the concept of real rates runs into
problems when inflation increases, as the
same train of thought can justify signifi-
cantly higher repo rates when prices of,
say, potatoes or onions increases, which
can be adverse for future growth.
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the states, across age groups
STATES WITH HIGHEST SUICIDE COUNTS, 2015

Maharashtra 16,970
Tamil Nadu 15,777
West Bengal 14,602
Karnataka 10,786
MP [ 10,293
Telangana 10,140
Kerala 7,692
Gujarat 7,246
Chhattisgarh 7118
Andhra 6,226
OTHER LARGE STATES

UP 3,902 | Bihar 516 | Rajasthan 3,457

Source for all data: 'Accidental Deaths and Suicides in India' (NCRB) via Home Ministry

AMONG ALL states, Maharashtra had
the highest number of suicides in
2015, according to National Crime
Records Bureau (NCRB) data tabled by
the government in Parliament on
Tuesday. The NCRB'’s ‘Accidental
Deaths and Suicides in India’ report
for 2015 is the latest such report, and
lists 1,336,623 suicides across the
country that year.

Most of the larger states had
higher suicide counts than smaller
states, but there were exceptions.
Uttar Pradesh, the most populous
state, had the 11th highest suicide
count. UP had 3,902 suicides in 2015
while Tamil Nadu had four times as
many at 15,777, second only to
Maharashtra’s 16,970. Bihar, one of the
country’s most populous states, was
another exception, with its count of
516 suicides lower than that of many
smaller states.

Minister of State (Home)
Nityanand Rai tabled the NCRB data
in Lok Sabha in reply to a question by
Poonam Mahajan. Among various as-
pects, she had sought to know
whether young adults account for 33%

THIS WORD MEANS

BREAKUP BY AGE

Under-141%

60+ ‘ — 14-18
8% ‘l 6%
45-60 18-30%
19% 33%

30-4533%

of the suicide cases in India. The NCRB
data show that one-third of the sui-
cides in the country in 2015 were
committed by young adults under age
30, and another one-third by people
in the age group 30-45,. Of the
1,336,623 suicides, 43,852 involved
people who were aged over 18 and
under 30, while another 44,593 were
of people who were aged over 30 and
under 45.

THE ‘'MOLE’ ON MARS

A digging device that got stuck on Mars, now backin
view. What is its job, and how was it salvaged?

“BEHOLD THE 'mole’,” NASA said in a
statement after the 'mole’ after it became
visible on Mars last week, following an
operation that removed its support struc-
ture. The mole, the informal name for a
digging device on Mars, is part of the Heat
Flow and Physical Properties Package
(HP3),aninstrument designed to take the
temperature below the surface of Mars.

Built by the German Aerospace Centre
(DLR), HP3 measures the temperature of
the interior to study the quantity of heat
flowing out of Mars, and determine its
source. This will help scientists find sim-
ilarities if any between the makeup of
Earth and Mars, and look for clues on the
Red Planet's evolution.

The mole, a self-hammering device,
can dig up to 5 m below the surface, but
was unable to dig deeper than 30 cm. This

Robotic arm moves the support
structure for the mole. NASA

could be either because the soil failed to
provide the kind of friction the mole was
designed for, or because it encountered
a large rock. On June 28, NASA’s InSight
lander used a robotic arm to move the
mole’s support structure.

Source: NASA
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Behind Iran’s nuclear defiance

Iran has announced that it has amassed more low-enriched uranium than allowed under a nuclear deal
signed with the US and other countries in 2015. Alook at what was agreed, and why Iran has violated it

AMITABH SINHA
PUNE, JULY 2

ON MONDAY, Iran told the world that it had
accumulated more low-enriched uranium
than it was allowed to have under a land-
mark 2015 nuclear deal it had signed with
the United States and five other countries.
The deliberate violation of the provisions of
that agreement, Iran has said, was in re-
sponse to the reimposition of economic and
other sanctions by the US after it unilaterally
pulled out of the deal last year.

Iran’s latest move has put further strains
on an already precarious agreement that
seeks to prevent it from acquiring nuclear
weapons in exchange for the easing of eco-
nomic sanctions. But Iran has kept the room
open for negotiations, saying its move was
“reversible”.

What is enriched uranium, and how
much has Iran accumulated?

Uranium is the most common fuel used
in nuclear reactors, and is required for nu-
clear electricity generation as well as to make
nuclear weapons. On the other hand, natu-
rally occurring uranium, which is predomi-
nantly composed of a stabler isotope, ura-
nium-238, is not fissionable, meaning its
nucleus cannot be splitin a way that can sus-
tain a chain reaction. To be used in nuclear
reactors, natural uranium has to be ‘enriched’
with uranium-235 that can sustain fission
chain reactions. Naturally occurring uranium
hasless than 1% of the uranium-235 isotope.

Even a small amount of enrichment, in
the range of 3% to 5%, called “low enrich-
ment”, is sufficient to run nuclear power re-
actors which allow only controlled fission
reactions. For making nuclear weapons,
however, “highly enriched” uranium — with
more than 90% uranium-235 — is needed.
More enrichment means more uranium-
235 nuclei are available to be split, which in
turn means greater heat and energy can be
generated.

Iran President Hassan Rouhani at a ceremony to mark “National Nuclear Day” in
Tehran on April 9, 2018. Iranian Presidency Office via AP

Under the 2015 nuclear deal, Iran is re-
quired to ensure that, for the next 15 years, its
stockpile of uranium is not enriched beyond
3.67%. Further, this stockpile of 3.67% en-
riched uranium itself is not supposed to ex-
ceed 300 kg.

It is this 300-kg limit that Iran has now
said it has exceeded. However, it has not
specified how much more low-enriched ura-
nium it has created. Iran has also said that its
next step would be to enrich uranium be-
yond the 3.67% limit.

Under what circumstances was the deal
with Iran signed?

The deal signed in July 2015 was an at-
tempt by the US and other major world pow-
ers to ensure that Iran did not acquire nuclear
weapons, which it has been suspected of try-
ing to do for several years now. The
International Atomic Energy Agency (IAEA),
whichis a sort of aninternational regulatory

body on nuclear energy, had in 2003 re-
ported the possibility of Iran secretly trying
to develop nuclear weapons at one of its nu-
clear facilities. That had invited economic
sanctions from the US and other countries.

After protracted negotiations that lasted
over a decade, Iran and the US reached an
agreement to restrict Tehran’s nuclear pro-
gramme to only civilian uses in exchange for
lifting of the sanctions. Apart from the US,
the other parties to the deal are Russia, the
UK, France, China and Germany, together
called the P5+1.

The complex agreement specifies a large
number of steps that Iran needs to take and
requirements that it needs to meet to keep
the economically crippling sanctions away.
Most of the provisions of this agreement are
supposed to run for the next 15 years, but
some, like international monitoring of Iran’s
uranium mines and mills, or of its nuclear
power production facilities, are meant to be

in force for the next 25 years.

Inreturn, the US agreed to cease its sanc-
tions against Iran’s oil and banking sector, al-
lowing their re-entry into the international
systems. It also allowed the sale of commer-
cial passenger aircraft to Iran, which had
been put on hold. The UN and European
Union also eased their own sanctions on Iran.

So, why did the US withdraw from the
deal and reimpose sanctions?

The agreement was negotiated when the
Barack Obama administration was in power
in the US. Current President Donald Trump
has never shied away from expressing his
discomfort with the deal, which he claims,
was detrimental to the American interests.
The Trump administration has advocated
tougher provisions in the agreement, partic-
ularly with regard to the expiry dates on re-
strictions related to uranium enrichment. It
does not want these restrictions to have any
end-date.

After its offer to renegotiate the deal did
not find acceptance from Iran, the US with-
drew from the deal last year. It also slapped
fresh sanctions on Iran. The five other coun-
tries, however, continued to be parties to the
deal, thereby weakening the impact of US
sanctions. However, these sanctions were
still damaging enough for Iran to finally re-
spond after a year.

What happens to the deal now?

Iran’s defiance of the provisions of the
agreement is being seen as largely a bargain-
ing ploy inits ongoing confrontation with the
US, especially since it has explicitly said that
it was open to reversing its decision if the
sanctions against it were lifted. It is being
seen as an attempt to put pressure on the
other parties to convince the US of the need
to keep the agreement, however fragile, in
place. The Trump administration, however,
has maintained a hardened stance towards
Iran, and, in the absence of a diplomatic
breakthrough, this could result in the unrav-
elling of the deal.

How global warming could impact jobs in India

By 2030, heat stress will cause loss of 5.8% of working hours in India, equivalent to 34 mn jobs: global study

ESHAROY
NEW DELHI, JULY 2

BY 2030, India is expected to lose an equiva-
lent of 34 million jobs as a result of global
warming, says a report released by the
International Labour Organisation. The re-
port, ‘Working on a warmer planet: The im-
pact of heat stress on labour productivity and
decent work’ anticipates an increase in “heat
stress” resulting from global warming. It
projects global productivity losses equiva-
lent to 80 million full-time jobs in 2030, and
the projection of 34 million jobs would make
India the worst affected.

How it was worked out

The report defines heat stress as heat in
excess of what the body can tolerate with-
out suffering physiological impairment. It
generally occurs at temperatures above 35°C,
in high humidity. Excess heat during work s
an occupational health risk and restricts
workers’ physical functions and capabilities,
work capacity and thus, productivity.

The report makes its projections based on
a global temperature rise of 1.5°C by the end
of the century, and also on labour force trends.
These projections “suggest that in 2030, 2.2
per cent of total working hours worldwide
will be lost because of higher temperatures,
aloss equivalent to 80 million full-time jobs.
This is equivalent to global economic losses
of US$2,400 billion,” says the report.
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Percentage of GDP lost to heat stress under a 1.5°C global warming scenario,
ten most affected countries in Asia and the Pacific, 1995 and 2030 (projections)
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and GFDL-ESM2M climate models.

The ILO says this is a conservative esti-
mate, assuming that the global mean tem-
perature does not rise more than 1.5°C.

The India projection

The region projected to lose the most
working hours is southern Asia, at 5% in 2030,
corresponding to around 43 million jobs, re-
spectively. A third of the southern Asian
countries have already incurred losses
greater than 4%, it said.

India, which lost 4.3% of working hours
in 1995 because of heat stress, is projected
to lose 5.8% of its working hours in 2030,
which corresponds to 34 million jobs.

The report projects losses in working
hours as 9.04% in agriculture (in shade),
5.29% in manufacturing, 9.04% in construc-
tion, and 1.48% in services. “Although most
of the impact in India will be felt in the agri-
cultural sector, more and more working
hours are expected to be lost in the construc-
tion sector, where heat stress affects both
male and female workers,” the report says.

Director, Centre for Sustainable
Employment at the Azim Premji University,
Amit Basole said while there is little data in
the country to corroborate trends of climate
change and employment, the effects can al-
ready be seen. “There are two aspects which

have affected and is transforming the agricul-
ture sector in particular, over the past few
years. Firstis that of heat. But the more notice-
able one is that of water depletion. Most ar-
eas have drought like conditions so what we
have found is migration of agricultural work-
ers to urban areas — usually to work in the
construction sector,” he said.

He added, however, that there hasbeen no
direct job loss at present, with distressed
workers switching from one vulnerable sector
to another.

The big picture

Globally, the two sectors projected to be
hit worst are agriculture and construction,
with agriculture worse affected. The ILO says
940 million people around the world work
in the agricultural sector, which is projected
to account for 60% of working hours lost due
to heat stress by 2030. In construction, an es-
timated 19% of global working hoursiis likely
to be lost.

Catherine Saget, Chief of Unitin the ILO’s
research department and one of the main
authors of the report, wrote: “In addition to
the massive economic costs of heat stress,
we can expect to see more inequality be-
tween low and high income countries and
worsening working conditions for the most
vulnerable, as well as displacement of peo-
ple. To adapt to this new reality appropriate
measures by governments, employers and
workers, focusing on protecting the most
vulnerable, are urgently needed.”

Another scare at Mangaluru airport; why tabletop runways are tricky

JOHNSONTA
BENGALURU, JULY 2

stuck. The aircraft suffered minor damage.
“Al Express aircraft VT-AYA, operating

X 384, Dubai to Mangaluru on June 30, af-

ter landing on runway 24 while vacating the

ON SUNDAY evening, Air India Express
flight IX 384 from Dubai veered off the run-
way at Mangaluru International Airport and
halted in soft ground, causing a scare for the
181 passengers on board.

The incident on runway number 24 — a
tabletop runway — brought back memories
of the May 22, 2010 crash of Air India Express
flight X 812. Both aircraft were Boeing 737-
800s and flying the Dubai-Mangaluru route.
In 2010, following landing errors by the pi-
lots, the aircraft fell off the cliff at the end of
the runway and burst into flames killing 158
of the 166 people on board.

The recent scare

While landing on Sunday, the aircraft
veered off runway 24 and came to a halt near
the end of the runway. The passengers dis-
embarked at the site where the aircraft was

runway to the right side, has gone off the
taxiway into soft ground,” Air India Express
said in a statement. A wet runway;, a tail-
wind and inadequate braking caused the
minor mishap, it said.

Tabletops demand skill

According to a court of inquiry report on
the 2010 crash, prepared by former IAF vice
chief of air staff Air Marshal B N Gokhale
and a team of experts, “these airfields re-
quire extra skill and caution while carrying
out flight operations” due to “the undulat-
ing terrain and constraints of space”. “The
hazard of undershooting and overshooting,
in particular, can lead to grave situations,”
the report said.

Apart from Mangaluru, Kozhikode air-
port in Kerala and Lengpui airport in
Mizoram are tabletop ones. Runways at

Passengers alight from the aircraft
that veered off the Mangaluru
runway on Sunday. Express

these airports, which are located on hilltops,
create the optical illusion of being at the
same level as the plains below when a pi-
lot comes in for landing.

Until 2006, the Mangaluru airport was us-
ing only the 1,625-m runway number 27/06,
which restricted usability to smaller aircraft.

Runway 24/06, created later, is 2,450m.

“While the length of the runway 24/06
is adequate for operations by aircraft such as
Airbus A320 and Boeing 737-800, the
downward slope at end of R/W 24 leading
into hill slope is not recommended if one is
to consider the hazards of overshooting the
paved surface during takeoff or landing,”
states the court of inquiry report on the
crash, dates October 31, 2010.

Why it crashed

The inquiry report cited pilot errors and
flaws in the landing process that caused the
aircraft overshooting the tabletop runway.
“The final touchdown of the aircraft was at
about 5,200 ft from the beginning of R/'W
24,leaving only about 2,800 ft to the end of
paved surface, to stop the aircraft. It is evi-
dent from the investigation that the flight
crew had failed to plan the descent profile
properly, due to which the aircraft was high
and did not intercept the ILS (Instrument
Landing System) Glide Slope from below,

which is the standard procedure. This led
to the aircraft being at almost twice the al-
titude on finals, as compared to a standard
ILS approach,” the report said.

Air India Express also specified that
“only the Pilot in Command (PIC) should
carry out takeoff and landing procedures at
Mangaluru airport. But the captain of flight
[X 812 was asleep for most of the flight and
his faculties may have been dulled by sleep
when it was time to land, the inquiry report
stated. “The Court of Inquiry determines
that cause of this accident was the Captain’s
failure to discontinue the ‘unstabilised ap-
proach’ and his persistence in continuing
with the landing, despite three calls from
the First Officer to ‘go around’ and a number
of warnings from EGPWS (Enhanced
Ground Proximity Warning System),” the
report said.

As per the digital flight data recorder, the
aircraft crossed the landing threshold “at about
200 ftaltitude with indicated speed in excess
of 160kt [knots],as compared to 50 ft with tar-
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BECAUSE THE TRUTH

COMING UP SHORT

Two years on, GST collections continue to underwhelm.
Simplified returns, e-invoicing, could improve compliance

INVOLVES US ALL

HE SHIFT TO the goods and services tax regime marked a significant change

inIndia’s indirect tax architecture. It was also an important step towards the

creation of acommon national market. But the transition has been marked by

chaotic implementation. It was hoped that, over time, as the glitches got re-
solved, compliance levels would improve drastically. But, two years later, there continues
to be a chasm between expectations and reality, with revenue collections falling well
short of expectations.

Take the case of the central GST (CGST) collections. As against an initial target of Rs
6.03 lakh crore for 2018-19, collections stood at a mere Rs 4.57 lakh crore. The initial trends
for the current financial year aren’t encouraging. CGST collections, after settlement from
integrated GST (IGST), stand at Rs 1.17 lakh crore in the first three months of 2019-20. This
works out to an average of Rs 39,313 crore per month. In comparison, the target of Rs 6.1
lakh crore for 2019-20, presented in the interim budget, implies a required run rate of Rs
50,833 crore per month. The difference between the two implies a shortfall in revenues
for the Centre in the current financial year as well, severely restricting its fiscal space. It
is also intriguing that two years on, CGST collections continue to run well below state
GST collections. Part of the difference between the two can be traced to the transitional
credit of the earlier indirect tax regime. But, after two years, it should have been taken care
of. The other reason, which centres around the hierarchy of set-offs, has been addressed
and its impact should be visible in the coming months. But clearly, even as the Centre
continues to struggle to meet its GST targets, states appear to be faring better. The aver-
age shortfall in state GST revenues, measured against their protected revenue, has de-
clined from around 16 per cent in FY18 to 13 per cent in FY19. This is a healthy trend. In
fact, states like Uttar Pradesh, Andhra Pradesh, Telangana, were not paid any compensa-
tion in the first nine months of FY19, implying that they had met their tax targets.

Toimprove compliance and shore up collections, a new simplified return filing mech-
anism will be implemented in the coming months. This is a welcome development. As
small firms account for a minuscule portion of tax payable (firms with revenues less than
Rs 1 crore account for less than 10 per cent of tax payable, those between Rs 1 crore and
Rs 5 cr account for another 10 per cent) their compliance burden could be eased further.
E-invoicing could also help check tax evasion. The refund process for exporters should be
streamlined. The council should also aim to rationalise the tax structure by moving to-
wards two to three categories.

IDENTITY TRAP

NRC in Assam triggers similar exercises in other states.
Spread of nativist politics is troubling

VEN AS ASSAM grapples with the infirmities and uncertainties of the National

Register of Citizens (NRC) process, Nagaland has initiated its own equivalent. The

Register of Indigenous Inhabitants (RIN) of Nagaland is meant to be a master list

of all indigenous inhabitants of the state and, according to the government, is
aimed at preventing people from acquiring fake indigenous inhabitant certificates. While
the preparation of Assam’s NRCis a Supreme Court-mandated process, the RIN in Nagaland
is aninitiative of the state government. The RIN takes a cue from the NRCin Assam and will
be overhung by the attendant identity concerns. Mizoram and Meghalaya, too, have pro-
posed their own NRCs and a similar sentiment to erect barriers against people perceived
as outsiders/foreigners is on the upswing across the region. The proposed amendment to
the Citizenship Act aimed at making acquisition of Indian citizenship easier for non-
Muslims from select countries in India’s neighbourhood, has further polarised the iden-
tity debate. These developments do not augur well for the region, or for the country.

The NRCin Assamis an updating of the 1951 census document and draws justification
from the exceptional demographic upheavals in the state. Over 40 lakh people have been
left out of the draft NRC. There is no clarity about the fate of these non-citizens, who face
the prospect of living as stateless people in special camps. However, BJP leaders, particu-
larly the party chief and now Union home minister, Amit Shah, have said that the NRC may
be extended to the rest of India. The NRC is an especially polarising spectre in states like West
Bengal, which is home to a large number of migrants, Hindus and Muslims, from across the
border. Politicians wield the NRC as a threat to disenfranchise inconvenient populations
and the conversation, clearly, has triggered anxieties across communities. In the Northeast,
which has a long history of identity politics, the NRC and the citizenship law have trig-
gered new insecurities about social, cultural, political and economic capital. Most of the
Northeast is already covered by protectionist laws and rules — for example, the inner-line
permit — to prevent any potential demographic overrun. But that has not stopped politi-
cians from exploring new ways to make their societies even more exclusive and insular.

Modern economies gain from the seamless movement of labour and capital. Building
adiscourse against open borders may bring gains for politicians in the short run, but na-
tivist politics will only hurt the economic prospects of the region in the long run. Worse,
it can trigger reactions elsewhere and hurt the idea of an inclusive India.

AFTER THE HAND-PUMP

MP Sunny Deol seems to have confused his new role with
being a movie star. In politics, there are no ‘stand-ins’

N CINEMA, UNLIKE in real life, actors — big stars in particular — are spared the

more boring parts of the job. As the crew runs around, putting up the lights, figur-

ing out camera angles, setting the stage for his/her majesty to come and deliver

the lines, a “stand-in” — usually a junior production assistant — takes the actor’s
place. Sunny Deol, second-generation strongman and movie star, (on-screen) hand-pump
enthusiast, and now BJP MP from Gurdaspur, has upset many people by applying this
cinematic principle to his political responsibilities. Perhaps they are being a little unfair.
After all, it seems it was Deol’s characters, rather than any political and administrative
achievements, that formed the core of his campaign.

Inan official letter, Deol has designated Gurpreet Singh — screenwriter of Yamla Pagla
Deewana and a line producer — to “deal with all matters pertaining to my Parliamentary
Constituency”. The Congress has taken issue with Deol appointing a stand-in, calling ita
betrayal of Gurdaspur’s mandate. But Candidate Sunny, during the campaign, hardly pre-
sented himself as either an astute politician. He was unaware, for example, about the
Balakot air strikes, BJP’s prime poll plank. Instead, Deol’s campaign featured a hand-pump,
recalling his character in Gadar: Ek Prem Katha, and when he joined the BJP, then Defence
Minister Nirmala Sitharaman made a reference to Border.

The problem, of course, is that being an MP carries with it an expectation of account-
ability, one that demands slightly more than a sunny disposition, dhai kilo ka haath and
an enthusiastic line producer to do the actual work. Perhaps MP Deol ought to re-watch
Ghatak, a film in which he is forced to fight the system (in a singlet, shouting loudly while
flexing his muscles) because the government and politicians are simply absent. The ac-
tor needs to realise that politics and administration require more than a proxy. Patriotic
nostalgia for a hand-pump will only take him so far.

N

THE INDIAN EXPRESS, WEDNESDAY, JULY 3,2019

THE EDITORIAL PAGE

WWW.INDIANEXPRESS.COM

WORDLY WISE
THE CONSTITUTION DOES NOT PROVIDE FOR FIRST

AND SECOND CLASS CITIZENS.
— WENDELL LEw1Ss WILLKIE

Terms of estrangement

India-US tensions are fuelled by rise of national-
populism in both, Delhi’s policy of multi-alignment

-t

CHRISTOPHE JAFFRELOT

INDIA-US TENSIONS — THAT the Narendra
Modi-Donald Trump conversations on the
occasion of the Osaka G-20 meeting have
hardly attenuated — are the logical outcome,
not only of the rise of national-populism in
both countries, but also of New Delhi’s quest
for multi-alignment.

While India and the US claim to be strate-
gic partners, the bones of contention are now
more numerous and more substantial than
they’ve been in the last two decades — after
Bill Clinton’s visit in 2000.

The US criticism regarding the freedom of
religion issue is probably the less important
one — it will have no serious consequences.
But this irritant is not going away: For more
than half a decade, the annual report of the
State Department on Freedom of Religion ac-
cuses India of not treating its minorities in the
right manner. In April, the 2019 report not only
mentioned the role of vigilante groups in-
volved in “mob lynchings” but cited organisa-
tions: “Amultifaceted campaign by Hindu na-
tionalist groups like Rashtriya Swayamsevak
Sangh (RSS), Sangh Parivar, and Vishva Hindu
Parishad (VHP) to alienate non-Hindus or
lower-caste Hindus is a significant contributor
to the rise of religious violence and persecu-
tion. Some members of the ruling Bharatiya
Janata Party (BJP) have affiliations with Hindu
extremist groups and have used discrimina-
tory language about religious minorities”.

The American Secretary of State, Mike
Pompeo, while releasing the report, empha-
sised that freedom of religion was a personal
priority. During his visit to New Delhi, ahead
of the Osaka meeting, Pompeo declared in
the course of a policy speech at the India
International Centre: “Let’s stand up together
for defence of religious freedom for all. Let’s
speak up strongly together in favour of those
rights. For, whenever we do compromise
those rights, the world is worse off . India-US
relationship is based on solid foundation, rule
of law and the importance of civil society.
These ideals — they allow people to flourish.
The Indian people believe in them and
Americans believe in them as well.”

More importantly, Pompeo focused on the
trade dispute that has escalated between India
and the US over the last few months. Almost

These moves were expected,
given the political agendas
and images of Modi and
Trump. National-populist
leaders canvass on
nationalistic issues — not
only in terms of security vis-
a-vis Islamism or the
Chinese threat — but also in
economic terms. When
Trump claimed that he
wanted to make “America
great again”, he delineated a
programme that was bound
to unfold itself at the
expense of others —
including India. This is not
true only regarding trade,
but immigration too.
Indians are not as welcome
in the US as they used to be.

one year ago, Trump denounced the failure of
India to assure the US of what he called “equi-
table and reasonable access toits markets”. In
February, India introduced new e-commerce
rules that affected foreign online retailers, in-
cluding Amazon and Walmart, which could
no longer negotiate exclusives on products
and sell items via vendors they hold an equity
stake in, like Flipkart (that Walmart bought
for $16 bn last year). Amazon India and
Flipkart represent 70 per cent of e-commerce
in India today and these new rules were in-
tended to help domestic sellers to resist the
American giants. They were strongly resented
by the latter, which lobbied intensely with the
Trump administration. Trump waited for the
Indian elections to be over, but on May 31 he
terminated India’s designation as a benefici-
ary developing country of the Generalised
System of Preferences. The withdrawal of
duty-free access to Indian exporters is bound
to damage the Indian economy. The Modi gov-
ernment retaliated in June by imposing tariffs
on 29 American goods.

These moves were expected, given the po-
litical agendas and images of Modi and Trump.
National-populist leaders canvass on nation-
alistic issues — not only in terms of security
vis-a-vis Islamism or the Chinese threat — but
also in economic terms. When Trump claimed
that he wanted to make “America greatagain”,
he delineated a programme that was bound to
unfold at the expense of others — including
India. This is not true only regarding trade, but
immigration too. Indians are not as welcome
in the US as they used to be. Not only have
thousands of techies seen their demand for
an H1B visa extension rejected, but the Trump
administration is contemplating imposition
ofa10-15 per cent quota of all the H1B visason
migrants from countries forcing foreign com-
panies to store datalocally. Indiais one of them
and is, therefore, criticised by companies like
Mastercard and Visa, which have effectively
lobbied the Trump administration. Sucha cap
on the Indian H1B visas would be an addi-
tional blow as Indians get about 70 per cent of
the 85,000 H1B visas granted every year by
the US. One may argue that such practices are
unfair, but India’s attempts at regulating mi-
gration in the North-east reflect the same

agenda — the kind of agenda on which na-
tional-populists are elected.

The fact that the strongmen at the helm
in the US and India are cast in the same
mould is not the only reason for the recent
tensions. The Indian policy of multi-align-
ment or strategic autonomy is another. This
approach is hardly sustainable when the
world scene gets so polarised that memories
of the Cold War come to mind. India thought
it could be a strategic partner of the US and
still buy S-400 from Russia. It went ahead
with the deal at a cost of Rs 40,000 crore
(without any tender) in spite of US warnings
— and now it has to negotiate in order to get
a sanctions waiver.

Similarly, to be a friend of Iran and the US
atthe same time is getting more and more dif-
ficult. New Delhi has had to bow to
Wiashington when the Trump administration
ended on May 2 waivers that allowed India
(among others, including China) to continue
their oil imports for six months after American
sanctions over Iran were re-imposed. But
what side will India take if US-Iran relations
further deteriorate and if Trump returns to the
Bush motto “with us or against us”? After all,
India needs Iran because of Chabahar and
Afghanistan — where the American with-
drawal is another bone of contention.

An important question is arising in DC
too: How far can the US rely on India to con-
tain China? In the last Shanghai Cooperation
Organisation meeting at Bishkek, Modi did
not rule out India joining hands with Russia
and China in the emerging trade war with
the US. The decision India will make regard-
ing 5G will send a significant signal: Will it
boycott Huawei, like the US, or will it say “no”
to the US and deal with Huawei?

At Osaka, Modi thanked Trump for his
“love towards India” and the latter said that
both countries “have never been closer”. But
these words may not reflect the full picture
of the US-India relationship at a time of resur-
gent nationalisms and national-populism.

The writer is senior research fellow at CERI-
Sciences Po/CNRS, Paris, professor of
IndianPolitics and Sociology at King’s India
Institute, London
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DON'T BLAME THE LITCHI

Deaths in Muzaffarpur are due to chronic malnutrition

T JACOB JOHN

MUZAFFARPUR IN Bihar is famous for litchis
and infamous for children dying due to an-
nual seasonal brain disease outbreaks. The
common brain diseases in children with high
mortality are meningitis, encephalitis and
encephalopathy. These three have clear-cut
differences and very different treatments.
Trained paediatricians know how to distin-
guish the three. If diagnostic criteria are not
applied for various reasons, then the three
are not distinguished by doctors. That is
when an easy diagnostic term covering all
three — “acute encephalitis syndrome” (AES)
— becomes handy.

Meningitis is most unlikely in large an-
nual seasonal outbreaks. Encephalitis out-
breaks in various parts of India are caused by
the Japanese Encephalitis (JE) virus, trans-
mitted by Culex mosquitos. The pre-mon-
soon months of April-May-June have low
mosquito density so JE can also be readily ex-
cluded. JE occurs in other districts in Bihar,
but not in Muzaffarpur, as the ecology is not
conducive for Culex breeding.

The disease description that one, only un-
der-nourished children are affected; two,
only children between two and 10 years are
affected and three, the onset of convulsions
and unconsciousness is always between 4
am and 7 am are clear pointers against any
virus infection causing the disease. Viruses,
including JE, do not respect nutritional sta-
tus, age and diurnal rhythm.

This inevitably leads us to conclude that
the outbreak disease is encephalopathy. The
early morning onset and frequent finding of
low blood glucose level (hypoglycaemia)

Where do lychees fit in? The
external stimulus that blocks
the fatty acid oxidation cycle
for glucose synthesis is
methylene cyclo-propyl
glycine, present in the edible
pulp of lychees. Normally-
nourished children or adults
suffer no adverse effects
from lychees. Only when
malnutrition and skipping
the night meal come together
does the lychee eaten the
previous day become the last
straw.

point to a biochemical disease related to glu-
cose metabolism. Several hours after food in-
take (early morning)is when the body tends
to develop hypoglycaemia.

If the fasting interval is longer than 6-7
hours, because some children were not given
anight meal, the situation becomes more se-
vere. That was a common story when I in-
vestigated the problem. Malnourished chil-
dren do not have glucose reservesin the liver,
which makes matters worse. In 2016 and
2017, a simple intervention — all grass root
health workers consistently teaching rural
families not to allow children sleep without
a cooked meal — had brought down the case
numbers drastically. [ suspect this was not
sustained in 2018 and 2019.

The disease is not simple hypoglycaemia.
Inaddition, there is brain swelling caused by
toxic damage to brain cells — encephalopa-
thy, specifically, “hypoglycaemic en-
cephalopathy”. The toxic substance for brain
cells are amino-acids made within the body
while attempting to synthesise glucose from
fatty acids, but blocked halfway by an exter-
nal stimulus. When fatty acid oxidation is
blocked, amino-acids accumulate and cause
encephalopathy.

If doctors had treated the sick and uncon-
scious children with a 10 per cent glucose in-
fusion within four hours of onset, all the chil-
dren would have recovered. In 2013, all 32
primary health centre doctors in the area
were taught this life-saving remedy. Before
giving glucose they had to collect a blood
sample to measure blood glucose level just to
confirm that the child had hypoglycaemia.

Doctors were used to 5 per cent glucose to
correct hypoglycaemia. The high blood glu-
cose level created with 10 per cent glucose
actually turns off the fatty acid oxidation cy-
cleimmediately, so no more amino acids ac-
cumulate to further damage brain cells.

This year, apparently, many doctors were
new and were not taught about the urgency
to give 10 per cent glucose. Many children
were referred to Muzaffarpur medical col-
lege, and the long delay in reaching there re-
sulted in many deaths. Prevention is simple,
as is treatment.

Where do litchis fitin? The external stim-
ulus that blocks the fatty acid oxidation cycle
for glucose synthesis is methylene cyclo-
propyl glycine, present in the edible pulp of
lychees. Normally-nourished children or
adults suffer no adverse effects from litchis.
Only when malnutrition and skipping the
night meal come together does the litchi
eaten the previous day become the last straw.

The socio-behavioural risk factors are the
real cause of the outbreak. Where litchi or-
chards and gross malnutrition are not super-
imposed, like in Punjab and Haryana, hypo-
glycemic encephalopathy is not a problem.
Blame the overload on the camel more than
the last straw. Blame chronic malnutrition
and prolonged fasting for the disease more
than the litchi.

The writer, a paediatrician-cum-virologist,
has been president of Indian Academy of
Pediatrics and retired from the Christian

Medical College, Vellore. He investigated the
Muzaffarpur disease in 2012, 2013 and 2014
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MIZORAM VIOLENCE

TROOPS HAVE BEEN alerted all over the dis-
turbed Union Territory of Mizoram and mas-
sive combing operations launched to pick up
rebel Mizos who carried out a daring three-
pronged attack on the CRP guard posted ata
new AIR transmitting station on the outskirts
of Aizawl and a police picket in an area close
to Raj Niwas and the Secretariat complex.
The rebels raided the resident sub-divisional
officer at Kolashib, about 100 km from
Aizawl. Mizo National Front activists ex-
changed fire with CRP men near the AIR
complex, and heavy casualties have been re-
ported. An indefinite curfew has been im-
posed on Aizawl and Kolashib townships and

dusk-to-dawn curfew on the Aizawl-
Kolashib sector of the highway.

DOwRY BILL

DOWRY-SEEKING IS BEING made a cognis-
able offence punishable under the Dowry
Prohibition (Amendment) Bill being intro-
duced by the government during the mon-
soon session beginning from July 9. This is
one of the 20 new bills coming up before the
Lok Sabha. The dowry bill amendment fol-
lows public uproar in Delhi in the wake of
several recent cases of bride-burning.

TAJ ENTRY
THE TA] MAHAL probably needs a Shah

Commission. More than two years have
passed since the Emergency ended. But the
Taj is still squirming under one of its “ex-
cesses”: Even now, people have to pay the Rs
2 Emergency entry fee when they enter the
Taj, when the actual entry fee is only 50 paise
per head. Not only at the Taj, but at three
other major Agra monuments — Akbar’s
tomb at Sikandra, Itimad-ud-Daula’s tomb
and the Agra Fort. The entry fee for all these
monuments was unilaterally, arbitrarily and
illegally raised from 50 paise to Rs 2 by the
UP government during the Emergency. And
the state government s still collecting the in-
creased fee, despite repeated protests from
the Archaeological Survey of India.
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The budget’s dilemma

Fiscal tightening will accentuate growth slowdown, fiscal stimulus will hurt
monetary transmission. There is a third way

| N

SAJJID Z CHINOY

THIS WEEK'’S BUDGET is likely to pose the
first dilemma for the new administration. To
understand why, however, one must fully ap-
preciate the current macroeconomic context.
Activity has been losing momentum for the
last three quarters. To be sure, some transient
pressures (pre-election uncertainty, one-off
regulatory changes in the auto sector) will
fade. But even controlling for this, underly-
ing growth momentum is confronting sev-
eral headwinds.

First, the NBFC slowdown is acute and
likely to endure. Policymakers are correct in
not rushing towards a special liquidity-win-
dow for NBFCs and stoking moral hazard.
Instead, the root of the problem is on the as-
set side. Asymmetric information about asset
quality, the inability to separate the good and
bad apples, and the resultant “trust deficit”
has meant NBFCs are being starved of fund-
ing. Market discipline isimportant and there
should be no bailout, but absent some sort of
asset quality review (AQR), the logjam will
linger and constitute a funding supply-shock
to housing, SMEs, and consumption. Aren’t
banks picking up the slack? Only partially,
given the imperfect substitutability of these
lending models, capital constraints and their
own misgivings about NBFC asset quality.

Importantly, when credit gets re-routed
back to banks from the less-regulated NBFCs,
monetary conditions tighten because of the
greater regulatory pre-emption (SLR, CRR)
that commercial banks are subject to. As de-
mand for bank credit has picked up — par-
tially on account of this substitution away
from NBFCs — banks are understandably re-
luctant to cut rates, because the funding sub-
stitution away from NBFCs to banks is sub-
jection to higher regulatory pre-emption.
This will impede monetary transmission in
an easing cycle.

NBEC stress apart, rural consumption has
slowed as the agrarian distress — manifested
in a continuously declining terms of trade —
hurts rural purchasing power and consump-
tion. The monsoon is off to a poor start and
this could further raise rural anxiety and in-
duce precautionary savings. Finally, the
global environment provides little comfort.
While the US and China may have reached a
temporary détente, the two sides seem very
far apart on reaching a sustainable deal. The
upshot: Expect episodic global shocks, sus-
tained business anxiety and depressed global
capex. Unsurprisingly, output gaps are open-
ing up around the world, and India is no ex-
ception, manifested most starkly in the an-
nualised momentum of core inflation
slowing to 2.5 per cent in 2019 from almost
6 per centin 2018.

The counter-cyclical dharma of policy
would suggest policy must ease to close out-
put gaps, and monetary policy has started in
earnest with 75 bps of rate cuts. Markets are
expecting more easing, but the real question
is how effective will monetary policy be in
the current environment? Given the afore-
mentioned substitution of credit from NBFCs
to banks, and the significant premium that
the government’s small-savings schemes
command over bank deposits, banks are un-
derstandably reluctant to cut deposit — and

therefore lending —rates. Similarly, financial
conditions in the NBFC sector remain tight,
because credit risk premia have risen and
many NBFCs are being quantitatively ra-
tioned out of the market. Finally, even as
bond yields have softened over the last six
months, the yield curve remains uncomfort-
ably steep, and credit risk premia have risen
for lower-rated firms in the corporate bond
space.

What, then, should the budget do?
Slowing growth and limited transmission of
monetary policy would argue for a fiscal
stimulus. After all, economic theory would
argue for fiscal policy to be counter-cyclical,
right?

But the reality is quite different. Part of
the reason monetary policy is not transmit-
ting more fully is because of a fiscal overhang.
With total public sector borrowing almost 9
per cent of GDP, the public sector is eating up
virtually all household financial savings. This
has contributed to the steepening of the yield
curve (with the 10-year yield stubbornly re-
maining 120 bps over the policy rate despite
a slowing economy and rate cutting cycle),
pushed up corporate bond spreads given the
growing size of quasi-sovereign-issuance,
and kept small savings rates high to attract
sufficient flows to finance off-balance sheet
borrowing. Against this backdrop, if the fiscal
deficit meaningfully expands, yields will in-
evitably harden and further undermine mon-
etary transmission, thereby making any fis-
cal expansion, at least partially,
counter-productive. What, then, should the
budget do? Is there a way to impart a fiscal
stimulus without widening the deficit?

There is. Last year, the government
achieved about 0.5 per cent of GDP in asset
sales. What if the government stuck to its
deficit target of 3.4 per cent of GDP, but ag-
gressively targeted asset sales of 1 per cent
of GDP, both through a combination of strate-

Difficult circumstances
require bold and imaginative
responses. The government’s
historic mandate allows it to
think big and out of the box.
All told, aggressive asset
sales will allow a growth
stimulus (thereby making
fiscal policy effectively
counter-cyclical) without
widening the deficit. The
latter will calm bond markets
and allow better
transmission of monetary
policy to further help
growth. Both fiscal and
monetary policy will be
working in tandem.

Suvajit Dey
gicdisinvestment and re-cycling existing in-
frastructure assets? This would ensure that
even as the deficit is the same as last year, fis-
cal policy effective becomes expansionary.
How so? This is because revenues raised
through asset sales are not contractionary
likes taxes and duties. Instead, they are an
exchange of assets between the public and
private sector. Therefore, if the deficit is the
same as last year (3.4 per cent of GDP), but
asset sales are 0.5 per cent of GDP higher, the
effective fiscal impulse is a positive 0.5 per
cent of GDP. This would be tantamount to a
fiscal expansion (for the purposes of growth),
while keeping the headline deficit exactly
the same (for the purposes of bond markets).

It's important, however, that these asset
sales are used for higher public investment
— thereby making this a de-facto “asset
swap” on the public sector’s balance sheet.
What we shouldn’t be doing is selling assets
to finance current expenditure or make up
for shortfalls in tax revenues. This would be
tantamount to selling the family silver to pay
the monthly credit card bill.

All told, aggressive asset sales will allow
a growth stimulus (thereby making fiscal
policy effectively counter-cyclical) without
widening the deficit. The latter will calm
bond markets and allow better transmission
of monetary policy to further help growth.
Both fiscal and monetary policy will be
working in tandem.

Difficult circumstances require bold and
imaginative responses. The government’s
historic mandate allows it to think big and
out of the box. An aggressive asset swap pro-
gramme in the first budget of a second term
would not only help address current cycli-
cal concerns but send an unambiguous sig-
nal of intent about the next five years.

The writer is chief India economist
at ] P Morgan
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€2 The Bank’s reserves

Discourse on RBI's capital shows it is becoming sensitive to growth concerns

SONAL VARMA AND AURODEEP NANDI

MARKETS HAVE turned a tad Shakespearean
about the eventual outcome of the Bimal
Jalan-led committee on the RBI's excess re-
serves — to be, or not to be, that is the ques-
tion. Is it to be that the committee will award
a fiscal bonanza to the government? Or will
the committee advocate no actual transfer
to government coffers, and instead ask for
the excess funds to retire public debt on the
RBI's balance sheet? Or will it radically de-
clare that there are no excess reserves to dis-
cuss whatsoever?

Inextricably linked to this has been in-
evitable alarm over whether central bank au-
tonomy is at stake. According to those in
favour of defending the RBI's reserves, the
government’s excessive reliance on them for
bridging short-term fiscal slippage may
prove to be myopic. After all, the reserves
provide insurance for the RBI against shocks
such as rupee appreciation, a drop in the
value of bonds or the need to undertake ster-
ilisation. Given India’s overall fiscal fragility,
itmay be a tall task for the government to re-
plenish the RBI's capital base under an eco-
nomic emergency. Others believe the RBI is
being overly cautious and holds excess cap-
ital that can be put to better use.

But how much is too much excess capital
reserve for the RBI? The answer isn’t simple
— with little consensus on how to define ei-
ther “excess” or “capital”. The size of the RBI's
balance sheet is Rs 36 trillion, of which 27
per cent (Rs 9.7 trn) can be broadly classified

as capital reservess. The controversial bit is
that over 70 per cent, Rs 7 trn, comprises
revaluation reserves, which track changes in
the RBI's foreign currency and domestic as-
sets. Some opine that these are temporary
and an accounting phenomenon, and ex-
cluding them would bring down the avail-
able “core” capital available to aslow as 7 per
cent of the balance sheet (Rs 2.3-2.6 trn).

What qualifies as “excess” depends cru-
cially not just on the chosen definition of cap-
ital, but also the choice of stress-testing
methodology. Typically, the extent of excess
is judged on the ability of the central bank’s
balance sheet to withstand shocks to its port-
folio (estimating value-at-risk). Here again,
there are differences in opinion, with esti-
mates of the RBI's excess capital ranging from
itbeing under-capitalised to the RBI holding
excesses as high as Rs 4.5 trn. To place thisin
context, the latter would be enough to nearly
wipe clean the central government’s annual
revenue deficit.

The Jalan-committee ruling will have in-
evitable macro implications. If excess re-
serves are indeed identified — which some
sources place as high asRs 3 trn — then a di-
rect transfer to the government will amount
to afiscal windfall, which will eventually lead
to the creation of reserve money in the sys-
tem. This will be positive for growth, and over
time could exert inflationary pressuresif not
offset by pruning the RBI's domestic assets.
With liquidity in the banking system increas-

ing, this would alleviate, to some extent, the
impetus on the RBI to inject liquidity through
open market operation buybacks. The level
of government debt stock would remain un-
changed.

The delay in arriving at the committee’s
consensus makes it increasingly unlikely that
the final budget for FY20 on July 5 will in-
clude some fiscal support from the RBIL. As a
result, the government may struggle to hold
the fort at a fiscal deficit of 3.4 per cent of
GDP, as it faces strong headwinds from poor
actualisation of tax revenues in FY19 and the
incremental pressures from tackling a cycli-
cal domestic slowdown and rural reflation.

If the committee rules that these reserves
are meant to to retire government debt off
the RBI balance sheet, then it will notlead to
reserve money creation, or any near-term
impact on the fiscal deficit, growth and in-
flation. However, as India’s medium-term
fiscal consolidation target is to bring the pub-
lic debt ratio down to 60 per cent of GDP, a
hypothetical transfer of Rs 3 trn could reduce
it by 1.4 per cent of GDP. The government
may choose to use this space to accelerate its
fiscal consolidation in coming years, or alter-
natively use it to increase the fiscal deficit
without adding significantly to overall debt.
The committee may also suggest ploughing
the excess capital into public sector banks to
recapitalise them and bolster their lending
capacities.

These conversations are part of a broader

discourse in which the RBI is becoming in-
creasingly more sensitive to growth con-
cerns. Part of it is algebraic — a flexible infla-
tion targeting framework applied to a poor
growth and low inflation paradigm is a recipe
for policy easing. We've seen 75 bps of rate
cuts this year,and we believe there’s appetite
for more. More implicitly, it has led to a con-
versation about RBI's broader responsibility
towards growth. The traditional model of the
government fiscally resuscitating growth
and the RBI standing by to prevent an over-
heating of the economy has been turned on
its head. Instead, questions are being raised
on higher real rates, the RBI's regulatory re-
sponsibilities, pros and cons of pro-cyclical
bank rehabilitation, and if the RBI's capital
reserves can be deployed elsewhere more
productively.

These are not unwelcome conversations.
They suggest the RBI's subtle shift from being
the aloof gatekeeper to an active participant
in the growth story. However, in this subtle
realignment of priorities, it is of paramount
importance that the RBI's autonomy is pre-
served so that it can do its core job of con-
trolling inflation and maintaining financial
stability. After all, it’s not worth distracting
the gatekeeper to the extent that the gate is
left unguarded.

Varma and Nandi are chief economist (India
and Asia ex-Japan ) and India economist,
respectively, for Nomura
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WHAT THE OTHERS SAY

Mr Trump boasted after Singapore that North Korea was no longer a nuclear
threat. On Sunday he insisted Pyongyang’s missile tests in May were not missile
tests. Meanwhile, Mr Kim is enjoying a good month.

—THE GUARDIAN

Ocean’s eleven

India and ASEAN agree on their outlook to the
Indo-Pacific. They must act in concert

other than PM Modi’s idea of SAGAR, which
he has elaborated extensively in his many
visits within the region, including recently
at the Majlis of the Maldives. Once again,
we see the similarities between India and
ASEAN which are starkly different from the
idea of a waning power taking on an
emerging one in its backyard.

Finally, the Outlook makes it amply
clear that the objective of security and sta-
bility is the continued growth and devel-
opment of all countries in the region
through greater connectivity, more trade
and higher investment. Here too, free, fair
and balanced trade by sticking to the rules
of the game will be very important, so that
extreme imbalances can be cut out and
prosperity shared by all — not confined to
the few. Whether ASEAN and others in the
region can ensure such fair behaviour is
something which we will have to work to-
wards. ASEAN pressure on India to ensure
completion of the Regional Comprehensive
Economic Partnership (RCEP) by the end of
2019isacase in point. Obviously, India will
sign on only when it believes it has got as
much in return for what it gives.

Strikingly, no countries have been
named in the ASEAN Outlook. It is not be-
ing positioned as a new strategy of ASEAN,
but a continuation of what have been
ASEAN goals and objectives for decades. It
is clearly mentioned that no new structures
will be created, but that existing ones will
be optimally utilised for achieving some of
the goals stated in the Outlook. The East
Asia Summit (EAS) will be one such plat-
form where not only are China and Japan
present, but also Russia and the United
States. The ADMM (ASEAN Defence
Ministers Meeting) Plus framework will
also come in handy on defence and secu-
rity matters.

There is great similarity and parallel in
both thought and approach between the
Indian and ASEAN positions on the Indo-
Pacific Region. As middle or balancing pow-
ers that do not want to be in a position to
have to choose sides between the big play-
ers, there is common ground between the
two. This, in turn, dictates our positions on
this very topical issue. As we all know and
realise, itis becoming increasingly difficult
to navigate on a trapeze string without
falling off. Individual countries or groups of
nations are now being called upon to back
one side against the other. This is difficult
for both ASEAN as well as India.

A concert between the balancing pow-
ersis, therefore, the requirement of the day.
India should quickly seize the moment of
the announcement of the ‘ASEAN Outlook
on the Indo-Pacific Region’, and institute a
new dialogue with the 10-member group-
ing so that we can both further calibrate our
approaches in this very important matter.
Together, we shall have more say on this
subject than we have individually, and that
will stand usin good stead. A Track-1 India-
ASEAN Indo-Pacific dialogue should be in-
stituted at the earliest.

GAUTAM BAMBAWALE

AT THE 34th ASEAN summit in Bangkok,
the leaders of the 10-nation grouping fi-
nally came out with their positions on the
Indo-Pacific region in a document titled
‘ASEAN Outlook on the Indo-Pacific’. While
ASEAN has not spelt out what it considers
to geographically constitute the region,
there appear to be several similarities be-
tween the Indian and ASEAN approaches
to this critical subject.

Acknowledging that this is a very im-
portant part of the globe from both a geo-
political as well as geo-economic perspec-
tive, the group clearly wants
developments here to be ASEAN-centric
and even ASEAN-led. The Outlook “envis-
ages ASEAN Centrality as the underlying
principle for promoting cooperationin the
Indo-Pacific region, with ASEAN-led
mechanisms... as platforms for dialogue
and implementation of the Indo-Pacific
cooperation”. This approach of ASEAN
heaves closely to the Indian position,
which was best articulated by PM
Narendra Modi in his Shangrila dialogue
address on June 1, 2018, where, in refer-
ence to the Indo-Pacific region he had
stated, “Southeast Asiais at its centre. And,
ASEAN has been and will be central to its
future. That is the vision that will always
guide India...”. This similarity of approach
works well for both sides, since we already
have sizeable areas of cooperation within
the “ASEAN Plus India” and the East Asia
Summit frameworks, and we already
work together in many of the ASEAN-led
platforms and vehicles of cooperation.

Asecond objective of the ASEAN group,
as far as the Indo-Pacific is concerned, is to
promote an enabling environment for
peace, stability and prosperity by uphold-
ing a “rules-based regional architecture”.
India, too, seeks such an order which must
equally apply to all individually as well as to
the global commons. The new ASEAN
Outlook specifically refers to the UN
Convention on the Law of the Sea (UNC-
LOS)while talking of peaceful resolution of
disputes, which can be interpreted as be-
ing squarely aimed at China and its aggres-
sive actions in the South China Sea. India
too believes that when “nations make in-
ternational commitments, they must up-
hold them” including in freedom of navi-
gation, unimpeded commerce and
settlement of disputes. Once again, there s
a close harmony of views between India
and ASEAN.

The ASEAN Outlook clearly has an in-
clusive approach to the region as it visu-
alises “avoiding the deepening of mistrust,
miscalculation and patterns of behavior
based on a zero-sum game”. India has also
stated that the Indo-Pacificregionis notan
exclusive club aimed at any country but
must be inclusive, aiming at security and

The writer is a former Indian Ambassador
to China. Currently he is distinguished
fellow, Pune International Centre and

distinguished professor, Symbiosis

prosperity for all in the region. This is none International University
LETTERS TO THE EDITOR
KASHMIR CAULDRON
THIS REFERS TO the editorial, LETTER OF THE
‘Deepening the unease’ (IE, July 2). WEEK AWARD

Home Minister Amit Shah calling
Jammu & Kashmir’s special status un-
der Article 370 as a temporary meas-
ure has triggered a controversy. If the
provisionis abrogated, it may bring the
many diverse outfits in Kashmir to-
gether to safeguard their state’s spe-
cial status. The Narendra Modi-led
NDA government, with its mammoth

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

mandate, must keep in mind that none e-mailed to
of its actions should further alienate editpage@expressindia.com
the people of Kashmir. Every effort or sent to The Indian

must be made to bring and keep them Express, B-1/B, Sector 10,

in the mainstream. Noida-UP 201301.
Lal Singh, Amritsar Letter writers should
mention their postal
DON’T BLAME DHONI address and phone number.
THIS REFERS TO the report, ‘Brickbats THE WINNER RECEIVES
and tin-foil hats’ (IE, July 2). It is dis- SELECT EXPRESS
turbing that some people are castigat- PUBLICATIONS

ing M S Dhoni for Team India’s first loss
in the World Cup to England. Dhoni
batted at an average strike rate of
135.48, which was the second-highest
strike rate of the match. Dhoni’s role
in the Indian team is currently that of
a finisher and one must remember
that a finisher’s job is to win matches
with some explosive batting towards
the end — approximately in the last
four to five overs of the game. Dhoni
has been consistent in doing this.
However, to expect scoring a hand-
some total from a finisher constantly
is an injustice to him.

Tushar Anand, Patna

ing confrontation between the US and
Iran has a serious bearing on India’s
strategic interests. India of the 21st
century cannot afford to be a fence-sit-
ter while an evolving situation which
has abearing on its interests plays out.
The India of today has a significant
stature on the international stage and
itis widely acknowledged as a respon-
sible emerging geopolitical force to
reckon with. New Delhi should con-
sider sending emissaries to all the sig-
natories of the JCPOA. As a major
power in the Indo-Pacific region, India
can offer to host an informal talk at the
official level between the P5+1 group
and Iran.

WADE IN

THIS REFERS TO the article, ‘Be soft,

smart and quiet’ (IE, July 1). The ongo- Sudip Kumar Dey, Kolkata
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Teachers and quotas

Bill on reservation in central academic cadre
provides relief to disadvantaged sections

egislation to overcome the effects of court ver-
Ldicts is not always a good idea. However, some-

times an exception ought to be made in the larger
public interest. One such law is the Centre’s Bill to en-
sure that reservation for scheduled castes, tribes and
other backward classes in appointments to central edu-
cational institutions is preserved. The Central Educa-
tional Institutions (Reservation in Teachers’ Cadre) Bill,
2019, passed by the Lok Sabha, replaces an ordinance
promulgated in March. Its main object is to restore the
system of treating an institution or a university as a sin-
gle unit to apply the reservation roster, and thus help fill
7,000 teaching vacancies. It seeks to get around a 2017
judgment of the Allahabad High Court striking down
University Grants Commission regulations that treated
the institution as the unit for determining the roster,
and directing that each department be the relevant un-
it. In short, reservation should be department-wise,
and not institution-wise, the court ruled. The Supreme
Court rejected the Centre’s appeal against the order.
But the narrower basis for applying quotas would mean
fewer aspirants from OBC and SC/ST sections would be
recruited as assistant professors. In the interest of so-
cial justice, it had to restore the system of having a wid-
er pool of posts in which the quotas of 27% for OBC, 15%
for SC and 7.5% ST could be effectively applied. From
this perspective, the Bill provides welcome relief for as-
pirants from the disadvantaged sections of society.

It is not that the court was manifestly wrong in apply-
ing the roster based on a smaller unit, that is, a depart-
ment in a university or institution. The High Court not-
ed that having the whole institution as a unit would
result in some departments having only reservation be-
neficiaries and others only those from the open catego-
ry. But the counterpoint is equally valid. Having the de-
partment as the unit would mean smaller faculties
would not have any reservation. In the roster system, it
needs 14 posts to accommodate SC and ST candidates,
as their turn would come only at the seventh and 14th
vacancy. There may be no vacancies in many depart-
ments for many years, with none from the reserved ca-
tegories for decades. On the other hand, taking the in-
stitution as the unit would give more opportunities for
these sections. According to the UGC’s annual report
for 2017-18, nearly two-thirds of assistant professors in
Central universities are from the general category.
Their representation would go up further, as the pre-
sent Bill also applies the 10% quota for the economically
weak among those outside the reservation loop. Apply-
ing the court’s department-wise roster norm would
have deepened the sense of deprivation of the back-
ward classes and SC/ST communities. To that extent,
the new enactment will serve a vital social purpose.

Trump in North Korea

The US. President appears committed to
diplomacy in dealing with North Korea

.S. President Donald Trump made history on
l I Sunday when he stepped on to North Korean soil
from the demilitarised zone (DMZ) that separ-
ates the two Koreas. He is the only American President
to have visited North Korea, the isolated, nuclear-
armed dictatorship that is historically seen as an enemy
in Washington’s policy establishment. The President’s
surprise announcement, via Twitter, that he was ready
to visit the DMZ to meet with North Korean leader Kim
Jong-un was typical of Mr. Trump, who enjoys conduct-
ing off-the-cuff personal diplomacy. North Korea seized
the opportunity, and both leaders met at the DMZ, held
talks for nearly an hour and decided to resume parleys
that have stalled since the two leaders’ failed summit in
Hanoi. Mr. Trump deserves credit for infusing fresh life
into the nuclear negotiations. His intervention came at
a time when North Koreans were growing impatient
over lack of progress in the matter of ties. In recent
weeks, they had personally attacked U.S. Secretary of
State Mike Pompeo and targeted the South Korean lead-
ership over the sanctions and the logjam in talks. Now
that both Mr. Trump and Mr. Kim have met and decided
to set up teams on both sides to hold negotiations, the
impasse is broken. But key challenges remain.

Mr. Trump appears to be committed to diplomacy in
addressing the North Korean issue. Pyongyang, though
often crypticin its responses, has also shown interest in
staying engaged with the U.S. Mr. Kim has, in principle,
agreed to denuclearise the peninsula, which is the goal
of the U.S. as well. But the critical question is when and
how it should be done. The Hanoi summit collapsed
chiefly as the U.S. considered the compromise that
North Korea offered insufficient to warrant reciproca-
tion with sanctions relief. North Korea had agreed to
close down the Yongbyon facility, its main nuclear fuel
production site, but the U.S. rejected the offer, saying
the North’s nuclear capability is now much more diver-
sified and goes beyond that one plant. When they re-
sume talks, the question of how much the North should
compromise to get at least a partial reprieve from sanc-
tions will be back. If the U.S. sticks to its maximalist de-
mands such as complete denuclearisation, the talks are
likely to run into trouble again. For Pyongyang, nuclear
weapons are its insurance against potential external ag-
gression, and it would accede to total denuclearisation
only if its security concerns are ensured and sanctions
are fully withdrawn. Both sides should learn from their
failure in Hanoi. They can take small steps towards the
final goal. The U.S. could demand a total freeze on
North Korea’s nuclear activities, besides shutting down
Yongbyon, which the North has already agreed to, in re-
turn for providing partial reprieve from sanctions. Con-
structive and reciprocal confidence-building measures
would mean that Mr. Trump’s personal diplomatic out-
reach and the momentum it created won’t be in vain.

Reclaiming the space of non-violence

Civil society must reinvent Gandhi as a political philosopher in the struggle against violence that has crushed solidarities

NEERA CHANDHOKE

he Bharatiya Janata Party go-
Tvernment took over barely a

month ago, and already a
spate of attacks on the minority
community, particularly the hor-
rific incident in Jharkhand, have
further scarred the body politic.
Citizens who have some notion of
what we owe other people merely
because they are human, have
protested in words, verse, and
deed. I am not positing a causal re-
lationship between this govern-
ment and rising incidents of crime
against minorities: merely point-
ing out a striking coincidence.

A handful of criminals hold the
minorities to ransom. They hold
our society to ransom. The poet
Gulzar had written: ‘Phir giri gar-
dan, sar katne lage/Log bat te hi,
khuda batne lagey/Naam jo poo-
chey koi..dar lagta hai/Ab kise
pooje koi... dar lagta hai/Kitni baar
sooli par mujhe tangaa hai chand
logon ne’. Once again necks have
fallen/once again heads are
hacked off/People have been di-
vided/now Gods are also divided/
If someone asks my name I am pe-
trified/Who shall I now worship? I
am frightened/How many times
will a handful of people string me
up on a stake?

There was a time when beef pol-
itics was used as an excuse to tar-
get and murder. The ban on beef
was satirised by the poet Saghar
Khayyami thus; ‘Nafraton ki jung
mein dekho to kya-kya hogaya/Sab-
ziyan Hindu huin, bakra musalman
ho gaya’. Just see what has hap-

pened in this war of hate, vegeta-
bles have become Hindu and the
goat is now Muslim. Today these
vicious hoodlums do not need an
excuse. They lynch, injure and
murder at will.

Time for contemplation

It is time to reflect on what these
everyday incidents of violence do
to us. It is time to reclaim the space
of non-violence that has been un-
der relentless attack by murderers
who take the name of lord Ram to
kill, photograph and celebrate kill-
ings. It is time to ask this: What ex-
actly does violence do to a society?
Why is violence bad politics?

When the ‘finger of violence
writes the alphabet of power in
blood on peoples’ bodies, the
script is ineffaceable; the imprint
it leaves on the body politic is in-
delible. Violence leaves stigmata
much like the murder of Duncan
left blood on Lady Macbeth’s
hands’: ‘Will these hands ne’er be
clean?’ The power of violence over
human beings cannot be underrat-
ed. It is not a weapon that we pick
up and discard at will. It is a ‘quag-
mire that relentlessly sucks people
into its murky depths. From here
there is no escape. When violence
holds individuals and groups in
thrall, moral disintegration fol-
lows’. We, the people of India be-
come helpless spectators of vio-
lent acts committed on our fellow
citizens.

We are not the cowards that sur-
round a vulnerable human being,
bully and Iynch him to death. Vio-
lence is the spectacle, we are the
consumers of these nauseating
acts even if we do not want to.
These acts belong to the world of
Marquis de Sade; the sexual im-
pulse is indisputably connected to
violence. Today these acts have
become our world. And we have
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become as defenceless as the vic-
tim.

Recreating Satyagraha

Some of us protest, write peti-
tions, assemble, record our dis-
gust, abhorrence, and pain. Does
the government listen? It is time
that we in civil society stand up
and recreate Gandhi’s notion of
Satyagraha. Satyagraha differs
from methods of violent action,
because it emphasises self-suffer-
ing. The eyes of our people might
be opened, as Gandhi suggested,
by the suffering of the satyagrahi.
Gandbhi opts for self-suffering rath-
er than make another person suft-
er, for many reasons. This mode of
politics impacts the collective con-
sciousness.

As people begin to reflect on
and analyse the injustice to which
they and their fellow citizens have
been subjected to, an injustice that
needs to be battled, they also
come to think about the methods
that should be used to battle these
injustices. In the process, they are
politicised and motivated to act.
And this Gandhi felt was revolu-
tionary because public opinion be-
comes a vital force, challenges in-
justice, and challenges the
government for its acts of omis-
sion.

This course of action demands
courage. Distinguishing satyagra-

Not by wishful thinking

A $5 trillion Indian economy may be attainable if domestic saving and investment are stepped up

Ca

R. NAGARA]

meeting, Prime Minister Naren-

dra Modi set a clear and bold
economic target — to grow India
into a $5 trillion economy by 2024.
It is now for ‘Team India’, as the
meeting was bannered, to tran-
slate this target into a plan and pol-
icies and programmes. Historical-
ly, such goals by popularly elected
leaders have voiced the aspiration
of voters and energised nations to
realise their potential.

In early June, at a NITI Aayog

How realistic?
What does the targeted $5 trillion
economy mean in familiar eco-
nomic terms? It is ¥350,00,000
crore of gross domestic product
(GDP) at current prices, at 370 to a
U.S. dollar exchange rate. India’s
(provisional) GDP in 2018-19 at cur-
rent prices is 3190,10,164 crore (or
$2.7 trillion), which means the an-
nual per capita income is
31,42,719, or about 11,900 per
month.

The target implies an output ex-
pansion by 84% in five years, or at
13% compound annual growth

rate. Assuming an annual price
rise of 4%, in line with the Reserve
Bank of India’s inflation target, the
required growth rate in real, or in-
flation-adjusted, terms is 9% per
year. To get a perspective, India of-
ficially grew at 7.1% per year over
the last five years, but the annual
growth rate never touched 9%.
Hence, the target seems ambi-
tious. Is it doable?

How Asia fared

How does the target compare with
the Asian experience? China, with
a historically unprecedented
growth record in its best five years,
during 2003-07, grew at 11.7%;
South Korea, between 1983 and
1987, grew at 11%. So, Mr. Modi’s
target is smaller than the best his-
torical records and may seem real-
istic.

What would it take to grow at
9%? No country grew at such a
pace without mobilising domestic
saving and raising fixed invest-
ment rates.

In the last five years, on aver-
age, the domestic saving rate was
30.8% of gross national domestic
income (GNDI), and the invest-
ment rate (gross capital formation
to GDP ratio) was 32.5%. Assuming
the underlying technical coeffi-
cients remain constant, a 9% an-
nual growth rate calls for 39% of
domestic saving rate and 41.2% of
investment rate. Correspondingly,
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shares of private consumption
need to shrink to about 50% of
GDP from the current level of 59%
of GDP at current prices, assuming
foreign capital inflow remains at
1.7% of GDP.

In other words, India will have
to turn into an investment-led eco-
nomy as it happened during the
boom last decade (2003-08) be-
fore the financial crisis, or like Chi-
na since the 1980s. Granting that
rapid technical progress or chang-
es in output composition could re-
duce the required incremental
capital-output ratio (ICOR), it ne-
vertheless will call for a nearly 8-9
percentage point boost to saving
and investment rates.

If, however, the economy has
grown at a much slower pace than
the officially claimed rate — as the
on-going GDP debate suggests and
at 4.5% as the former Chief Eco-
nomic Adviser Arvind Subrama-
nian has pegged it — then Mr. Mo-

ha from passive resistance and
other forms of civil disobedience,
Gandhi suggested that the philoso-
phy is not a weapon of the weak. It
demands tremendous moral
strength and fortitude because it
commands that we relentlessly
battle with injustice with steadfast-
ness, commitment, fearlessness,
and willingness to accept punish-
ment.

The philosophy of satyagraha
enlightens the mind, but, more
importantly, it gives to us a theory
of action. In the process, the agent
becomes aware of the distinction
between what is right and what is
wrong, gets sensitised to injustice
and the need to fight for justice
against the abuse of power. She be-
comes aware of the virtues of non-
violence. She makes the transition
from an audience that consumes
violence to an agent of change. It is
only then that the Indian people
will come into their own, and we
will recreate the freedom struggle
as a second freedom struggle.

For this we must realise that if
we wish to lead a good life, we can
only do so in a good society, a so-
ciety that understands the value of
the human being irrespective of
her religion. But violence dimin-
ishes us in many ways; it reduces
our humanity. Violence befuddles
and reduces us to inaction. Non-
violence illumines our minds. It is
only then that we the people of In-
dia can transit from being specta-
tors to participants in the second
freedom struggle

Gandhi rejects violence for two
reasons. Violence stems from the
conviction that the perpetrators of
violence are right, or that they
know the truth. Their truth —
whether this truth is what the
world is about, or what the posi-
tion of different individuals in this
world should be, or how the world

di’s growth target would become
even more daunting.

Low domestic saving rate
These stark facts call for a re-think-
ing in the ruling dispensation that
seems to hail India as a consump-
tion-led growth story. There is a
belief that greater foreign capital
(FDI) inflow would fill in the in-
vestment gap, as evident from the
NITI Aayog Vice-Chairman’s va-
rious pronouncements. History
shows that no country has suc-
ceeded in accelerating its growth
rate without raising the domestic
saving rate to close to 40% of GDP.
Foreign capital can fill in some vi-
tal gaps but is not a substitute for
domestic resources. Even in Chi-
na, FDI inflows as a proportion of
GDP never exceeded 5-6%, most of
which was in fact round-tripped
capital through Hong Kong for se-
curing better property rights at
home.

Gross FDI inflow into India
peaked in 2008-09 at 2.7% of GDP,
decelerating thereafter. As it in-
creasingly consists of private equi-
ty (PE) with a three- to five-year te-
nure, mostly acquiring capital
assets (contrary to the textbook
FDI definition as fixed capital for-
mation for the long term) net FDI
rate is lower than the gross in-
flows, standing at 1.5% of GDP in
2017-18. Hence, there is a need for
caution against the exuberance (or

should be organised, or how rela-
tionships in this world should be
patterned, or how the world
should be perceived — has to be
imposed on others. The logical co-
rollary of this premise is that the
other appears before them as a
lesser human being, or as not fully
human.

Search for truth

But we can never know what the
truth is. We have to search for the
truth, because truth or in Hindi,
sat, is not an object, it is a state of
being. Since none of us know the
truth, we have to search together.
None of us has the competence to
punish other people through vio-
lent words, deeds, or even
thoughts.

There is a stronger argument
that Gandhi makes for negating
violence. In the western tradition,
we ought to treat others in the
same way as we would like to be
treated. According to the Hindu
doctrine of Advaita or non-dual-
ism, Gandhi argued that those
who hurt others assault their own
integrity. Others are ourselves in a
different form. Let us reflect on
this.

Gandhi negated violence, be-
cause he saw it as reducing citi-
zens to consumers, because it pre-
supposes a flawed conception of
the truth, and because it ultimate-
ly harms the perpetrator. Civil so-
ciety has to reinvent Gandhi, we
have to make him relevant not as
the Mahatma but as a political phi-
losopher who guides us in our
struggle against the senseless vio-
lence that has crushed our senti-
ments and our solidarities. This is
the objective of the second free-
dom struggle.

Neera Chandhoke is a former Professor of
Political Science at Delhi University

opportunistic bias) that FDI will
help to get to the $5 trillion GDP
target.

What is serious is that the eco-
nomy has slowed down for a while
now. The domestic saving rate has
declined from 31.4% in 2013-14 to
29.6% in 2016-17; and gross capital
formation rate from 33.8% to
30.6% during the same period.
The banking sector’s ability to
boost credit growth is limited by
non-performing assets (NPAs) and
the governance crisis in the finan-
cial sector. Export to GDP ratio has
declined rapidly, with a looming
global trade war on the horizon, as
has been indicated by the Baltic
Dry Index. The highly regarded
leading indicator of global trade,
currently trading at 1354 is fore-
casted to decline to less than 1,000
index points by the year-end (a de-
cline from its historic high of 11,793
points in May 2008, just before the
financial crisis set in).

Given the foregoing, the $5 tril-
lion target appears daunting. It
may yet be doable, provided poli-
cymakers begin with a realistic as-
sessment, by willing to step up
domestic saving and investment,
and not by the wishful thinking of
FDI-led growth accelerations in
uncertain economic times.

R. Nagaraj is with the Indira Gandhi
Institute of Development Research,
Mumbai
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By a thread

Karnataka is in for a
political crisis. The manner
in which the Indian
National Congress is
crumbling in Karnataka
also sends an ominous

citizens and the differently
abled? Don’t they deserve a
free ride too? Government
subsidies and discounts on
tickets to women might be a
better way to go about it
(OpEd page, July 2).

KSHITI] MANI TRIPATHI,

m [ am in complete
agreement with the point
that the cause of
backwardness is the lack of
education and opportunities.
No one is forced to wear the
hijab; it does not cause any
harm to others, nor does it

signal to the dwindling
strength of the JD(S)
coalition in the Legislative
Assembly. It appears as if
the Congress is obsessed in
convincing its president to
withdraw his resignation
threat rather than being
concerned about the
political crisis that is slowly
enveloping the State, a
political development that
the Bharatiya Janata Party is
sure to take full advantage
of (Page 1, “Coalition govt.
shaken as two Cong. MLAs
quit in Karnataka”, July 2).

N. VISVESWARAN,
Chennai

Free Metro rides

Why should women alone
reap the benefits of what
seems to be an
appeasement tactic by the
Delhi government? What
about students, senior

Lucknow, Uttar Pradesh

Path to progress

The plight of Muslims has
no relation with the issues
projected in the article,
“Taking firm steps to
emancipation” (Editorial
page, June 27). The issues
that Muslims face are the
same as that of any
marginalised community in
India. On the hijab, wearing

it cannot be called a about Muslims being victims ~ Muslim community to stop
negative freedom as it of ‘vote bank politics’, but conflating regressive
harms none. As far as the offers no solution for the practices as an essential
All India Muslim Personal present condition of the component of its faith

Law Board is concerned,
not even 1% of the Muslim
community is aware of its
existence. The needs of
Muslims pertain to security,
education, employment
and health care.

NADIRA KHAN,
Koraput, Odisha

influence others towards any
evil action. On the
inheritance law, Islam is the
only religion which allows a
double share for women. It is
not Sharia laws that come in
the way of progress of
Muslims but their lack of
academic opportunities.

Dr. THAHIRA IQBAL,
Chennai

m The article rightly argues

community. Abandoning the
Sharia law or banning the
burga may not provide
substantial changes in
underlying concerns such as
a lack of representation in
legislative-executive bodies,
rising numbers in
incarceration and the high

AHMAD HUSSAIN,
Mangaluru

level of poverty. These are
issues that need to be
addressed through education
and community level
programmes. Muslims in
southern India are in a better
position than those in the
north. It is to be noted that in

them backward. The

self-inflicted than the result
of state oppression. Muslims
don’t need opportunistic
political patrons who have a
vested interest in keeping

community badly needs

amounts of money are being
spent on storm water drains,
pavement makeovers,
concrete road medians and
flyovers with absolutely no
attention being paid to the
possibility of using these
facilities to channelise

South India, though labelled
as being conservative, there
is much better progress than
the rest of India in terms of
literacy, community efforts
and political awareness. The
community faces many
challenges, but banning the
burga is not a solution.

m The writer’s appeal to the

cannot be brushed aside as
unsolicited advice or
unwarranted interference in
its internal matters. What he
leaves unstated, however,
holds the key to the Muslim
community’s emancipation
from its sense of victimhood
which appears to be more

responsible interlocutors
from within its fold who can
responsibly articulate the
community’s aspirations and
empower it to tap into the
opportunities provided by a
democratic secular society
without falling into the
entitlement trap.

The ‘Kerala model’ with its
focus on the educational
advancement of the
community, especially of
women, is the gateway to the
community’s socio-economic
progress.

V.N. MUKUNDARAJAN,
Thiruvananthapuram

No thought

There is water scarcity and
there is scant common sense
too as far as city planning is
concerned. This is evident
following the short bursts of
rain that Chennai has had
since June-end. Exponential

rainwater run-off. The newly
laid storm water drains seem
to have been executed in
great haste. The pits are now
filled with tar and bitumen
after the roads have been
relaid, preventing
percolation.

Pavements and concrete
medians have been laid on
all arterial roads without
ensuring the harvesting of
rainwater. No facility seems
to exist to harvest the large
volume of rainwater that
runs off these ugly concrete
structures.

Spirited public opinion must
be mobilised before the
government embarks on
projects with blinkered
vision.

ANAND ARAVAMUDHAN,

Chennai
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No home even a decade after the war

The Indian and Sri Lankan governments need to speed up voluntary repatriation of Tamil refugees

o 1L L.

T. RAMAKRISHNAN

A recent order of the Madurai Bench
of the Madras High Court, directing
65 refugees from Sri Lanka to apply
for Indian citizenship, has again
brought into sharp focus the need for
the two countries to resolve a long-
pending problem.

The problem concerns the future
of about 95,000 refugees in Tamil
Nadu who fled Sri Lanka between
1983 and 2012. Of them, around
60,000 are housed in 107 State go-
vernment-run camps with substan-
tial financial assistance from the
Centre. The rest are called non-camp
refugees. They live on their own and
are required to report to the local of-
ficials at periodical intervals. Tamil
Nadu provides accommodation to
the largest number of refugees
among States.

Sixty-five ‘stateless persons’

The case before the Madurai Bench
of the Madras High Court concerned
65 “stateless persons” who arrived in
Tamil Nadu in 1983-85 following the
anti-Tamil pogrom of July 1983 and
were mostly put up at a refugee
camp in Tiruchi. Their ancestors
were indentured labourers who were
taken to Sri Lanka during the British
Raj to work in tea plantations. Their
main demand was that they should
be regarded on a par with repatriates
covered under the bilateral agree-
ments of 1964 and 1974. They did not
want to be mixed up with the Tamil
refugees from the Northern and East-
ern Provinces of Sri Lanka.

However, the Union and State go-
vernments labelled them as “illegal
migrants” as they had entered India
without valid documents. The
Centre said that the petitioners could
not demand citizenship as a right
even if they fulfilled the eligibility cri-
teria. The authorities, however, as-
sured the refugees in the early 1990s
that they would not be forcibly de-
ported.

While conceding that granting citi-
zenship was within the “exclusive ex-
ecutive domain” of the Centre, the
High Court asked the petitioners to
apply for Indian citizenship. This

:Not every refugee living infamil Nadu
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is keen on acquiring Indian citizenship".

Sri Lankan refugees return to Sri Lanka from India in 2015. =arp

should be considered a moral victory
for the petitioners as the judiciary
has agreed, in principle, with their
contention.

The court ruling has created an
opportunity for the Centre to resolve
the problem once and for all. And
the problem is not just about grant-
ing or refusing citizenship; it is also
about the absence of a comprehen-
sive migration or refugee policy in In-
dia. There are over 2.25 lakh refugees
in the country, including around 1.08
lakh Tibetans and 18,000 Rohingya.
The absence of a policy along with
other factors has contributed to the
slow pace at which voluntary repa-
triation of refugees from Sri Lanka is
taking place, though 10 years have
lapsed since the end of the civil war
in the island nation.

Issues faced by refugees

According to one estimate, 60% of
the people in the camp, including
90% of the minors, were born in Ta-
mil Nadu. Even though there are a
number of opportunities for young
refugees to pursue higher studies,
barring medicine, qualified persons
have not been able to get regular em-
ployment as major companies are re-
luctant to hire refugees. To seek em-
ployment in other countries, these
refugees require Sri Lankan pass-

Why policemen kill themselves

Long hours of work, no holidays and large
vacancies in the force cause stress and depression

M.P. NATHANAEL

On May 11, 2018, senior Maharashtra
IPS officer Himanshu Roy committed
suicide in Mumbai. He was suffering
from cancer and resultant depres-
sion. Another IPS officer, Surendra
Kumar Das, committed suicide in
Kanpur in September 2018 due to
“family issues”. Ajay Kumar of the
Delhi Police, who was suffering from
depression, chose to end his life in
New Delhi on April 4 this year.

Reasons for suicide

These are just a few instances of sui-
cide in the police. Over 940 police
personnel committed suicide in the
five years till December 2018. This in-
cludes personnel of the Central
Armed Police Forces. As many as 54
Delhi Police personnel chose to end
their lives in the last four years. In Ta-
mil Nadu, 166 policemen took their
lives between 2010 and 2014, while in
Maharashtra and Kerala, the figure
was 161 and 61, respectively. In the
last three years, 105 personnel of the
Central Reserve Police Force, en-
trusted with the onerous responsibil-
ity of looking after the internal secur-
ity of the whole country, committed
suicide.

The reasons for suicide among the
police are manifold. Police personnel
have no fixed hours of duty. They are
considered to be on duty all the time.
This deprives them of the luxury of
spending time with their families.
They are frequently made to work for
anywhere up to 16 hours a day. Fami-
lies are ignored and this leads to fa-
milial conflicts. Festivals are given a
go-by as they have to be on duty to
ensure peace in their areas. K. Anna-
malai, a 2011 batch IPS officer of the
Karnataka cadre, who resigned from
service recently, said that though he
enjoyed the challenges of being a pol-
ice officer, he missed many impor-
tant functions and “the small things
in life”.

Denial of leave is another sore
point that affects the efficiency of the
police and leads to frustration.
Though no superior generally likes to
deny leave to his or her subordinates,
operational requirements most often
warrant a full-strength force to deal
with varied law and order problems.

CM
K

While it is easy to apportion blame
on the officers for suicide or fratri-
cide, it is the system that stands to be
inculpated. Due to large vacancies in
the police forces, a huge responsibil-
ity rests on the available personnel to
maintain law and order.

The health of police personnel has
taken a toll because of erratic work-
ing hours and lack of physical exer-
cise. Many of them are known to suff-
er from stress-related diseases such
as depression and obesity. Unable to
cope, they end their lives.

Filling up vacancies

To arrest the growing incidence of
suicides, the government needs to
take multi-pronged steps with urgen-
cy. An acute shortage of personnel in
the police has to be of immediate
concern. In 2014, there was a shor-

tage of over 5.6 lakh personnel
against the sanctioned strength of
22.8 lakh. An in-depth study of the re-
quirement of police personnel over
the next decade would be conducive
to plan recruitment and training in a
phased manner.

Senior officers need to identify
personnel with deviant behaviour.
The Delhi Police has taken a step for-
ward in this direction to identify per-
sonnel with psychological disorders
to put them through counselling ses-
sions. Frequent interactions between
officers and subordinates will help
subordinates air their grievances
freely. Solutions can be jointly
worked out. Even if the grievances
are not immediately redressed, it will
be soothing for an officer to share his
or her problems with a senior officer.
It might even forestall a suicide
attempt.

The writer is a retired Inspector General of
Police with the CRPF

ports, which they can secure only in
that country. In view of the percep-
tion of this process being laborious,
some refugees have attempted to
leave Tamil Nadu illegally. Such at-
tempts have invariably failed.

Apart from this, there are some
other issues that haunt the young re-
fugees. To which country do they be-
long: India or Sri Lanka? If the coun-
try where they were born, raised,
educated and married is not theirs,
then where is home? Should a coun-
try about which they have only heard
from their parents be considered
their country of origin even though it
may appear to be alien?

The case of the refugees from Sri
Lanka is unique vis-a-vis other South
Asian countries as they are excluded
from the ambit of a Bill tabled in Par-
liament early this year to amend the
Citizenship Act of 1955. Only non-
Muslims from Bangladesh, Pakistan
and Afghanistan were covered in the
Bill. The Citizenship Amendment Bill
lapsed, but the government is firm
that it will enact it.

Going back to Sri Lanka

Not every refugee living in Tamil Na-
du is keen on acquiring Indian citi-
zenship, however. Many want to go
back. Some have decided to go back,
even though the Sri Lankan econo-

my, the lack of livelihood opportuni-
ties there, and access to quality edu-
cation are genuine concerns for
them. The Easter Sunday blasts this
year temporarily halted the incre-
mental repatriation, which resumed
last month. The silver lining for the
refugees is that the North, especially
Jaffna, and hill country areas domi-
nated by the Tamils are relatively
safe, which encourages them to go
back. As many as 7,818 refugees went
back to Sri Lanka in 2011-18, accord-
ing to a document of the Sri Lankan
government. According to an official
of the Tamil Nadu government, 367
returned this year.

A study by the Chennai-based Or-
ganisation for Eelam Refugees Reha-
bilitation reveals that approximately
28,500 refugees, all living in camps,
are “stateless persons” and entitled
to get Sri Lankan citizenship in the
light of the Citizenship (Amendment)
Act, 2003, and the Citizenship
Amendment Rules of 2009.

There are also political compul-
sions for the refugees to return. The
prolonged civil war and its adverse
demographic impact on Tamils has
had a direct bearing on the numeri-
cal strength of elected representa-
tives of Tamils in Sri Lanka’s Parlia-
ment (Sri Lanka follows a system of
proportional representation). The
Tamil National Alliance and Indian
government should discuss the refu-
gee problem.

Sri Lanka has said that it favours
the return of the refugees. But mere
statement of intent is not sufficient. It
has to be followed up with action —
the authorities in the Northern and
Eastern Provinces should ensure that
there are no illegal occupants of
lands belonging to the refugees.

The governments of the two coun-
tries, aided by officials in Tamil Nadu
and the Northern and Eastern Pro-
vinces, should plan ways of speeding
up voluntary repatriation. This
should include a package of assis-
tance.

India and Sri Lanka should begin
the spadework now so that the stage
is set for the repatriation of willing
refugees in a big way when Sri Lanka
elects its President later this year.
The two countries should keep in
mind that the refugee issue has to be
handled in a humane manner. There
should not be any scope for the use
of force.

ramakrishnan.t@thehindu.co.in

Healthcare’s primary problem

It is imperative to promote community-based care
rather than relying only on hospital services

LR

SOHAM D. BHADURI

The deaths of 154 children in Bihar due to
acute encephalitis syndrome (AES) has laid
bare the precarious capacity of the State’s
healthcare apparatus to handle outbreaks.
AES has been linked to two factors: litchi
consumption by starving children and a
long, ongoing heat wave. As promises of bol-
stering the health infrastructure are being
made, it is important to analyse what could
have formed the ideal line of action.

AES is largely preventable both before
and just after the onset of the disease, and
treatable with high chances of success on
availability of medical intervention within
2-4 hours of symptoms. Therefore, the first
signs of an outbreak must prompt strong
prevention measures. These include, apart
from a robust health education drive and re-
plenishing primary health centres (PHCs)
with essential supplies, extensive deploy-
ment of peripheral health workers (ASHA
workers) and ambulance services to facili-
tate rapid identification and management of
suspected cases. Vacant doctor positions in
PHCs must be urgently filled through depu-
tation. Furthermore, short-term scaling-up
of the Poshan Abhiyaan and the supplemen-
tary nutrition programme — which makes
available hot, cooked meals for pre-school
children at Anganwadis along with take
home ration for mothers and distribution of
glucose/ORS packets in risk households —
are imperative. Nearly every one of these ele-
ments lies undermined in Bihar.

Crumbling healthcare in Bihar

In Bihar, one PHC caters to about 1 lakh peo-
ple rather than the norm of 1 PHC per
30,000 people. Furthermore, it is critical for
such a PHC, catering to more than three
times the standard population size, to have
at least two doctors. However, three-fourths
of the nearly 1,900 PHCs in Bihar have just
one doctor each. Muzaffarpur has 103 PHCs
(about 70 short of the ideal number) with 98
of them falling short of basic requirements
outlined by the Health Management Infor-
mation System. Bihar, one of the most popu-
lous States, had a doctor-population ratio of
1:17,685 in 2018, 60% higher than the nation-
al average, and with only 2% of the total
MBBS seats in the country. There is also a
one-fifth shortage of ASHA personnel, and
nearly one-third of the sub-health centres
have no health workers at all. While the State
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Delhi has used less than 1% of its Nirbhaya Fund despite registering 160 incidents of
crime against women per 1 lakh female population in 2016, the highest in the country.
A look at how States and UTs have utilised the amount released to them under the
Nirbhaya Fund, which was announced in 2013 to support initiatives for the safety of
women across the country. By Srravya C. and Sumant Sen
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reels under the highest load of malnutrition
in India, a study found that around 71% and
38% of funds meant for hot, cooked meals
and take home ration, respectively, under
the supplementary nutrition programme,
were pilfered. Meals were served for just
more than half the number of prescribed
days, and only about half the number of be-
neficiaries on average actually got them.
This is not all. Even those PHCs with adeq-
uate supplies remain underutilised. Peren-
nial subscription to selective healthcare ser-
vices by PHCs, like family planning and
immunisation, have cultivated the percep-
tion that PHCs are inept as centres of general
healthcare. This leads patients either direct-
ly to apex government hospitals situated far
away or to unqualified private providers.
This results in a patient losing precious time
in transit and landing up in a hospital in a
critical and often irreversible stage of illness.
Merely strengthening the tertiary care
sector will be inefficient and ineffective.
Most attention was focused on the poor state
of the Sri Krishna Medical College and Hospi-
tal in Muzaffarpur, with 600 beds, already
functioning beyond its full capacity. Hospi-
tals in Muzzafarpur have a bed occupancy of
over 300%, three times the full occupancy.
In such a case, even a significant addition of
hospital beds and ICUs won’t solve the pro-
blem. ICUs can only deal with the most ad-
vanced cases. A narrow focus on the hospital
sector will wastefully increase costs, ignore
the majority of cases, increase the number
of cases that are in advanced stages, while
continuing to overstretch public hospitals.

Revamp primary health infrastructure
The solution lies in building more functional
PHCs and sub-health centers; scaling-up the
cadres of ASHA workers; strict monitoring of
nutrition programmes; and addressing the
maldistribution of doctors and medical col-
leges. The resultant robust primary care sys-
tem can then be geared towards being more
responsive to future outbreaks. We should
also bolster our technical capacity to better
investigate the causes of such outbreaks and
operationalise a concrete long-term strategy.
Policy documents, while emphasising on
financial and managerial aspects of public
health, fail to address the aberrant develop-
mental paradigm of our health services. De-
cades of hospital-centric growth of health
services have eroded faith in community-
based healthcare. In these circumstances,
even easily manageable illnesses increase
demand for hospital services rather than
PHCs. There is need to work on inculcating
confidence in community-based care.

Soham D. Bhaduri is a Mumbai-based doctor and
Editor, The Indian Practitioner
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FIFTY YEARS AGO JjULY 3, 1969

Big Four warning to Israel

The Big Four powers warned Israel yester-
day [July 1] to refrain from taking measures
that might change the status of Jerusalem.
The warning came from the delegates of the
four countries in the Security Council on the
second day of a debate on a Jordanian
charge that Israel was planning the total an-
nexation of the Holy City. The U.S. Ambassa-
dor, Mr. Charles Yost, said the Israelis had
“no right to make changes in laws or in ad-
ministration other than those which are
temporarily necessitated by their security
interest.” Britain’s Lord Caradon said that to
prejudice the future of Jerusalem would bar
the door to peace and make another conflict
inevitable. Mr. Alexei Zakarof of the Soviet
Union backed Jordan’s proposal that a
world-wide arms embargo be applied
against Israel while France’s M. Armand Be-
rard said any measures or legislative deci-
sions taken by Israel to modify Jerusalem’s
status were invalid. The 15-nation Council
session came as the Big Four powers broke
off their top-level talks on West Asia pending
the outcome of bilateral discussions bet-
ween Moscow and Washington. The four-
way talks are expected to resume next
month.

A HUNDRED YEARS AGO juULY 3, 1919.

Indians in South Africa.
(From an Editorial)

The South African papers received by the
mail bring further particulars of the debate
in the Union Parliament on the Asiatics
(Land and Trading) Bill. It would appear that
two most reactionary amendments to an al-
ready very unjust and obnoxious Bill have
been adopted in Committee by the House.
One of these, we note, was passed in spite of
the opposition of the South African Govern-
ment. This amendment was passed by 45
votes to 31, whereby the authorities in the
Transvaal, who had the issuing or authoris-
ing of trading licences, might, without rea-
son assigned, refuse the application of any
Asiatic who was not engaged in trade on the
1st instant. Speaking on the amendment, the
Minister of Justice uttered a warning against
panic legislation such as the amendment
would be. The amendment, he said, would
throw on the Government the responsibility
for issuing further general dealers’ licences.
Moreover, it would work a great hardship on
Indians born in that country.
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