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The Economic Survey 2019
depicts the gains from
advancementin the social
sector, adoption of tech and
energy security

NARENDRA MODI
Prime Minister
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The Survey reflects the govt’s
resolve to maintain fiscal
stability while pushing GDP
growth rates by measures to
accelerate private investment

RAJIV KUMAR
Vice-chairman, NITl Aayog
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Industry expects several
positive factors, like stable
govt, declining oil prices and
GSTbuoyancy in FY20, to
improve thefiscal situation

NIRANJAN HIRANANDANI
(MD, Hiranandani group
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The Survey shows importance
of anecosystem balance

displaced dueto climate change
realities. Hence, the need for
sustainable manufacturing

PUNEET DALMIA
Managing Director, Dalmia Bharat

Itis heartening to see govt
promoting health care start-
ups. However, it’s sad to see
life-saving equipment
placed under heavy taxes

MEENA GANESH
MD & CEO, Portea Medical

ACCESSING DATA = AIM ISTO IMPROVE TARGETING IN WELFARE SCHEMES

Govt can monetise citizen data

NEHA ALAWADHI & KARAN CHOUDHURY
New Delhi/Bengaluru, & July

ernment monetise citizens’ data as part
of its larger plan to use it as a public good.

Making a case for digital storage and pro-
cessing data, the Survey said technology
brought down the cost and effort of data col-
lection, storage, processing, and dissemination.

“Data is generated by the people, of the peo-
ple and should be used for the people. As a pub-
lic good, data can be democratised and put to
the best possible use,” it noted.

The Survey proposes improving the delivery
of government services by building on the
“administrative, survey, institutional and trans-
actions data” that the citizens willingly or law-
fully share with the government.

The government would be able to improve
targeting in welfare schemes and subsidies by
reducing errors, it said. “The private sector may
be granted access to select databases for com-
mercial use. Consistent with the notion of data
as a public good, there is no reason to preclude
commercial use of this data for profit...
Although the social benefits would far exceed
the cost to the government, at least a part of the
generated data should be monetised to ease the
pressure on government finances. Given that
the private sector has the potential to reap mas-
sive dividends from this data, it is only fair to
charge them for its use,” the Survey notes.

It further says “datasets may be sold to ana-
lytics agencies that process the data, generate
insights, and sell the insights further to the cor-
porate sector, which may in turn use these
insights to predict demand, discover untapped
markets or innovate new product”.

At present, there is no law that explicitly
deals with monetising government or other
data. The proposed Personal Data Protection
Bill, in its last draft, does not deal with this
issue comprehensively.

Legal experts are not enthused by the sug-
gestion to sell data.

“Governments usually do not monetise cit-

T he Economic Survey suggested the gov-

DATA AS PUBLIC GOOD
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m Digitise existing paper-based data

| |nitiate digital data collection at source

STORING

m [nitiate real-time storage for
select data

m Reduce time lag between collection
and data entry
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m Create scheme dashboards

m Open district-level dashboard
to the public
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izen data. But, the Ministry of Road and
Highways announced a policy for sale of vehic-
ular registration data. This is of concern because
India does not have any meaningful data pro-
tection law,” said Apar Gupta, executive editor,
Internet Freedom Foundation.

According to Salman Waris, managing part-
ner at TechLegis Advocates & Solicitors, two pro-
posed pieces of legislation, if passed, would mil-
itate against the plan the Survey has charted.

“Currently there are no specific provisions
that prevent the government from giving the
private sector access to select public databases
for commercial use.”

“However there are two proposed pieces of
legislation (Digital Information Security In
Healthcare Bill, 2018, and the Personal Data
Protection Bill, 2018) pending in Parliament,

ILLUSTRATION: BINAV SINHA

which, if implemented in their current form,
could have a direct bearing on the proposed
activity and the same could lead to a situation
where the government may be directly vio-
lating its own laws by engaging in such activ-
ities, at least from the commercial perspec-
tive,” said Waris.

Another expert pointed out the proposed
applications were problematic.

“Research has proved there is no fully secure
way of data anonymisation and it is possible to
re-identify data... this means the data of minors
can get re-identified or misused,” said Smitha
Krishna Prasad, associate director, Centre for
Communication Governance, National Law
University, Delhi.

“We also don’t have anti-discrimination laws
in India... so data can be misused.”

COMMUNITY DATA
Democratising
data, bit by bit

The first suggestion for sharing of
community data that serves larger
publicinterest cameinthe drafte-
commerce policy, introduced in
February thisyear.

Building on that premise, the
Economic Survey explained how
the cost of per gigabyte of storage
has dropped from 61,050 in 1981 to
lessthan¥3.48 today, and data
analytics has grown as amuch
sought-after field.

Given that the cost of
disseminating data over the internet
isalsonegligible, with mobile data
and broadband becoming
increasingly affordable, the Survey
has proposed connecting citizen
dataacross ministries and
departmentsintoone
comprehensive database.

The white paper that was floated
by the Ministry of Electronics and
Information Technology, before the
draft Personal Data Protection Bill,
spoke about issues concerning the
unregulated collection and use of
databy private entities and the
government alike.

“Some of the concerns relate to
centralisation of databases, profiling
ofindividuals, increased
surveillance, and a consequent
erosion of individual autonomy,” the
paper had noted.

However, the government’s
thinking on the issue of data has
evolved in the past couple of years.

NEHA ALAWADHI

PRICE RISE ANALYSIS = CPI INFLATION HAD DIPPED IN FY19, COURTESY LOW GROWTH IN FOOD PRICES

Tuition, doctor fee contribute most to inflation

ABHISHEK WAGHMARE
New Delhi, & July

In a first-of-a-kind analysis of price
rise in important services, the
Economic Survey has shown that
private tuition fees, doctors’ fees,
bus fares and telephone charges
were the areas that contributed the
most to consumer inflation in the
fiscal year 2018-19 (FY19).

This analysis has been done from
Labour Bureau estimates of con-
sumer price index inflation for
industrial workers (CPI-IW).

This is an important insight
into price situation in the econo-
my, especially when inflation in
health and education was more

The Survey used the general CPI
estimated by the National Statistics
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Analysis of CPI-IW showed that
inflation in private tuitions, which

was followed by a near 6 per cent
inflation in 2018-19, the Survey
showed.

Rail was the only mode of trans-
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—__ GAURAV KAPUR

Chief economist, Indusind Bank

Survey eyes a
virtuous cycle

The annual Economic Survey of the finance ministry,
while projecting a shallow recovery in the current fiscal
year, has set the policy path for increasing the size of the
economy to $5 trillion by March 2025.

In that endeavour, the Survey targets a real growth
rate of 8 per cent, which, along with &4 per cent inflation,
or12 per cent growth in nominal terms, would allow for
reaching the target set by the government.

The journey towards that goal is envisaged through a
virtuous self-sustaining growth cycle created by
enhancing savings, investment and exports. The Survey
draws on the experience of China and high-growth East
Asian economies to identify investments, particularly
private investments, as the key driver of that cycle.

Analysing the growth experience of these economies,
the Survey establishes the primary role of savings in
driving growth and calls for pushing up savings rates in
order to enable an investment cycle funded from
domestic resources.

It notes that since higher savings would preclude
domestic consumption, it is imperative to develop an
aggressive exports strategy in order to absorb domestic
capacity created in the process. And, in order to gain a
global market share, the Survey emphasises exports
growth led by productivity gains rather than just
currency depreciation.

Furthermore, taking into account India's
demographic advantage of a rising share of working-age
population, the Survey notes that mildly positive real
interest rates would be enough for driving the savings
rate higher and that will also help in keeping the cost of
capital low. That conclusion is based on the evidence
that favourable demographics helped drive savings
higher in China and other high-growth East
Asian economies.

Specifically, on the issue of cost of capital, the survey
notes that real interest rates in India are quiet high in
comparison to other countries and that affects prospects
for investments. An investment-led growth model
therefore requires lowering the cost of capital. In the
financial sector otherwise, the Insolvency and
Bankruptcy Code and banking sector clean-up, have laid
the foundation for boosting investments. A key area of
reform identified by the Survey is restrictive labour
regulations and perverse incentives which encourage
small firm size. It recommends labour law changes to
enhance investments and foster job creation. The Survey
also makes the case for a more supportive tax policy,
monitoring and reducing economic policy uncertainty
and creating an ecosystem for promoting private
investment, especially in start-ups and new economy, to
enable the investments driven growth cycle.

For the current year, the Survey projects a growth
pick-up to 7 per cent from 6.8 per cent in FY19, helped by
a nascent investment recovery, political stability,
accommodative monetary policy, and lower oil prices. In
terms of key risks to growth, an erratic monsoon and
lower credit off-take from the non-banking financial
companies sector are to be watched out for on the
consumption front. Slower global growth and
increased uncertainties around trade tensions,
could affect external demand too.

Ahead of the Budget presentation, the survey also
strikes a note of caution on the fiscal front. It notes that
slowing growth has implications for revenue collections
and therefore meeting higher allocation requirements
for welfare schemes without a diversion from the newly
revised glide path of fiscal consolidation, remains the
foremost challenge.

The Budget may pay heed to that caution and
may incorporate survey suggestions to kick-start

than the average general consumer
price index-based (CPI) inflation.
General CPI inflation had dipped
in FY19, courtesy low growth in
food prices.

Office to show the interplay between
goods and services inflation, and
the CPI-IW to demonstrate those
services under health, education,
transport and communication

When it comes to education, analy-
sis of general CPI shows that inflation
in goods such as books and stationery
was lower than that in services such as
tuition and private coaching.

had the highest inflation among
education related spending, is on
the rise again.

In terms of health expenses of
industrial workers, doctors’ fees

port that showed flat inflation in investment activity.
2018-19 for industrial workers. This
suggests that rail fares have not Views are personal

risen commensurate with overall
price rise in recent years.

MGNREGS = DIRECT BENEFITTRANSFER IMPROVED WAGE PAYMENT AND REDUCED DISTRESS AMONG VULNERABLE SECTIONS

Aadhaar-linked payments checked leakages

SANJEEB MUKHERJEE
New Delhi, & July

Citing Awadh Nawab Asaf-ud-Daula’s flawed
“food-for-work” programme for famine-
stricken people, the Economic Survey 2018-
19 has criticised the execution of the
Mahatma Gandhi National Rural
Employment Generation Scheme (MGN-
REGS) under previous governments and
described how things improved after
Aadhaar-linked payments (ALP), tied with
Jan-Dhan accounts, were introduced in 2015.

Under Asaf-ud-Daula’s “food-for-work”
programme, started in 1784 in Lucknow,
one set of workers was employed during
daytime to construct the Imambara while
another lot was hired at night to demolish
what had been built.

Chief Economic Advisor (CEA) K V
Subramanian has given a chapter in the
Economic Survey — his first — to highlight
how direct benefit transfer (DBT) in the
MGNREGS has improved wage payment,
raised the number of muster rolls filed,
increased the demand for and supply of

work, and reduced distress among vulnera-
ble sections. More importantly, it has
checked leakages in the scheme by elimi-
nating “ghost workers”, the Survey said.

The Survey advocated creating a real-
time data base of rural distress, using the
MGNREGS job demand data.

It said in blocks not affected by drought,
there was no effect of Aadhaar-linked pay-
ments on the number of persons demand-
ing work, but in drought-affected blocks the
number of persons demanding work rose by
20.7 per cent after the system was intro-
duced. In 2015, the government introduced
Aadhar-linked payments in the MGNREGS
in 300 districts that had a high banking pen-
etration, while the rest were covered in 2016.

The Survey said so far of the 116.1 mil-
lion active workers under the MGNREGS,
101.6 million with Aadhaar (87.51 per cent)
had been collected and seeded.

Almost 55.05 per cent of payments
under the MGNREGS are through the
Aadhaar-based Payment Systems.

Subramanian has advocated using the
Aadhaar-linked payment system and other

PAYMENT TIMELINE

Share of payments done within
15 days under MGNREGS (%)

84.5 90.4
i i I I

FY15 FY16  FY17  FY18  FY19

Note: Under the MGNREGS Act, it is mandatory to make final
payment to beneficiaries within 15 days of closure of muster

26.9

roll after which they have to be paid a compensation at the
rate of 0.05% of the unpaid wages per day
Source: Economic Survey 2018-19

technological advancement in other
schemes of the government such as the pub-
lic distribution system, scholarships pro-
gramme, and LPG subsidy.

“The adoption of DBT in programmes

which involve transfer of cash benefits
(scholarships or pensions) and price sub-
sidies (such as those given for kerosene,
liquefied petroleum gas (LPG), public dis-
tribution system (PDS), fertilisers and oth-

er input subsidies needs to be strength-
ened to minimise exclusion and inclusion
errors. This will make public spending
more efficient and effectively targeted,”
the Survey said. The Survey said in the

pre-Aadhaar period, the average amount
disbursed to bank accounts more than
doubled from 1.82 crore per block per
year t033.98 crore per block per year.

“This indicates that more funds
flowed through DBT after ALP was insti-
tuted,” the Survey said.

However, civil society activists and peo-
ple working on the MGNREGS say the intro-
duction of Aadhaar-linked payment and
DBT have increased exclusions and, instead
of facilitating payments, hurt workers more.

“Even before ALP and DBT was intro-
duced in the MGNREGS, over 100 million
bank accounts had been opened under the
programme and wages were being deposit-
ed there. Aadhaar-linked payments have
denied benefits to eligible people,” Nikhil
Dey of the Mazdoor Kisan Shakti Sangathan
told Business Standard.

He said the Survey’s claim that the
number of muster rolls under the MGN-
REGA rose after Aadhaar-linked payments
were introduced was incorrect. Demand
for work has always been there in dis-
tressed districts, he said.
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We are in affirmation with
the Survey’s key prognosis
that for sustaining growth
at 8%, investment would
need to be the key driver

CHANDRAJIT BANERJEE
Director General, ClI

At this juncture, bold and
flexible labour reforms
would be crucial to create
employment opportunities
for millions of youth

RAJEEV TALWAR
President, PHDCCl, and CEO, DLF
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Survey rightly states huge
mandate augurs well for
economy. Expectbig-ticket
reforms inBudget infarm,
FDI, natural resources sectors

ANIL AGARWAL
Executive Chairman, Vedanta Resources

The Survey gives us hope of
riding over some challenges.
Issues like NBFC liquidity
and impact on consumption
would require bold moves

B K GOENKA
President, Assocham & chairman, Welspun

The Survey implies scope for
expansionin the context of
cooperative federalism.
States canraise infra capex
yet remaining in FRBM limit

D K SRIVASTAVA
Chief Policy Advisor, EY India

CHEAPER FINANCE = TIMETO SIGNIFICANTLY LOWER COST OF CAPITAL

Need modest real
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makers as the savers and the bor-
rowers can be disentangled.

“As investment depends crucial-
ly on a low cost of capital, reducing
real interest rates need not neces-
sarily lower savings when the demo-
graphics are favourable. At the same
time, the reduction in real interest
rates can foster investment and
thereby set in motion the virtuous
cycle of investment, growth, exports
and jobs,” the Survey said.

The Survey will have powerful
backers even in the RBI, particular-
ly as the generally hawkish Deputy
Governor Viral Acharya is slated to
leave the central bank. Shaktikanta
Das, who became RBI governor in
December, has reduced interest
rates thrice since February.

His dovish colleague in the MPC,
external member Ravindra Dholakia,
is a strong proponent of rate cuts.

“In my opinion, we should con-
tinue correcting our real interest
rates by bringing down our policy
rate,” Dholakia said in the MPC min-
utes, advocating a 25-basis-point cut
even as he preferred a 40-basis-

There are various views on what
an ideal real policy rate for India
should be. The consensus seems to
be 1.5-2 per cent.

This means at the current infla-
tion rate, which is expected to
remain till December at least, the
repo rate has the scope to go down

by another 35 basis points.

The Economic Survey noted that
the real rate of interest had
“increased significantly in India
over the years”.

However, with the bankruptcy
code in place and capital infusion
done in banks, the twin balance

sheet problem is getting addressed.

“Now that the foundations for
expansion have been laid, it is time
to significantly lower the cost of cap-
ital,” the Survey said.

According to Chief Economic
Advisor Krishnamurthy
Subramanian, savings are driven

primarily by demographics and
income growth. Therefore, keeping
domestic interest rates high may not
encourage savings behaviour.
Rather, a “mildly positive real rate is
good enough”, he said.

This savings behaviour also gives
a key degree of freedom to policy-

point cut in the policy repo rate.
“Our real policy rate is in excess
of 2 per cent and our real interest
rates are very high, making our pro-
duction globally less competitive.
We must bring it down to realistic
levels of around 1.5 per cent sooner
than later,” Dholakia had said.

IBCIMPACT: CULTURAL
SHIFT IN ECOSYSTEM

The Economic Survey said while the sustainable impact of
the Insolvency and Bankruptcy Code (IBC) would be known
in due course, green shoots had already emerged and some
significant benefits of the IBC were visible. “The threat of
promoters losing control of the company or protracted legal
proceedings is forcing many corporate defaulters to pay off
their debt even before insolvency can be started,"” it said.

Till March 31, 2019, the corporate insolvency resolution
process yielded a resolution of 94 cases, which has resulted
in the settlement of claims of financial creditors totalling
¥1.73 trillion. These cases include six out of 12 large accounts
where insolvency resolution was initiated by banks,
according to the directions of the RBI in 2017. The overall
recovery in case of resolved cases is nearly 43 per cent, which
is 194 per cent of the liquidation value, the Survey said.

In the two years of the IB(, real estate was the top sector,
with 20 per cent of the insolvency cases being registered.
Manufacturing, which includes steel, power and chemicals,
comprised 40 per cent. A large number of firms also opted
for voluntary liquidation. One of the objectives of the Code
was to give companies a chance to exit if they did not carry
out any business or if the business itself was unviable.
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SAMEER NARANG

Chief economist, Bank of Baroda

Shifting gear

Chief Economic Advisor Krishnamurthy Subramanian’s
first Economic Survey hasbeen guided by Blue Sky
Thinkingand aimsto adopt the appropriate economic
model forIndia. The underlyingtheme of the Surveyis
shiftinggearsto catapult Indiato a$5-trillion economy
by 2024-25.1In2018-19, the size of the economy is
estimated at $2.7trillion. For achieving the ambitious
target, 8 per cent growth needstobe sustained compared
with 7.5 per cent growth seen over the past five years.

SohowdoesIndiashift gears? The Economic
Survey points out examples of East Asian economies,
which witnessed a virtuous cycle ofincrease in
savings, investments and exports. Withincreasein
savingsand investment rate, the growth rates of
East Asian economiesimproved. A corresponding
increase wasalsoseen in exports.

InIndia’scase, afavourable demographic phase
should support growth. Lower real interest rates can
increasethesavingsrate. These savings can be harnessed
into investments thuskick-starting the virtuous cycle.
However, asthe savings rate goes up, the consumption
rate hastonaturally fall. Thus exports form an important
element of this strategy. Investments will foster job
creation and thus, imply more taxes for the government
tospend oninfrastructure.

The investment cycle can be kick-started by public
spending, which can crowd-in private spending. The
governmentisalready doingthis, asseen ininvestments
inroads, affordable housing and railways. For private
sector capex toimprove, the Economic Survey showsthe
way forward. It talks about the following reforms: a)
strengtheninglegal systems by reducing backlogand
improving contractenforcement. Indiaranks163in
contractenforcement in World Bank’s Ease of Doing
Business, 2) labour reforms such asseen in Rajasthan can
increase investments, 3) reducingthereal rate of interest
tomake Indian firms competitive, and 4) encouraging
micro, small and medium enterprises (MSMES) to invest
more and gain from economies of scale. On the fiscal
front, the Economic Survey reiteratesthat the
governmentshould continue on the path of fiscal
consolidation and maintain the trajectory of the revised
fiscal glide path. This will reinforce lower inflation and
thusgiveroomtothe Reserve Bank of Indiatoreducereal
interest rates. This, in-turn, will spursavings. The
currentglobal backdrop of lower interest rates should
favourIndia. Thus, the Economic Survey setsthe
economicand reform agendaofthe government for the
next five years. In many ways the reformsundertaken by
thegovernment havelaid the framework for the next
phase of growth. The Insolvency and Bankruptcy Code
(IBC) allows for asmooth and timely bankruptcy process.
Thegoodsand servicestaxsets the framework for data-
drivenlending and better tax compliance.

The Blue Sky approach isambitious, but doable. It is
alsoin contrast with the current trend where savings,
investment and export rates have been falling. The
declineininvestments has gone hand-in-hand with
rising non-performingloansin the banking system.
However, with a massive recapitalisation program and
implementation of the IBC, non-performingloansare
nowdeclining. Thus, the ground-work forasustained
growth path hasbeenlaid out. Much needed reformsin
labour and legal systems will push growth higher.

NBFC stress poses risks
togrowth, says Survey

JASH KRIPLANI
Mumbai, &4 July

The Economic Survey for 2018-19 highlighted
contagion risks posed by stress in non-bank-
ing financial companies (NBFCs). It has hurt
consumption growth in the automobile sector
affecting manufacturing, the Survey said.

It warned that if the impact of the stress in
the NBFC sector spilled over this year, it might
lead to lower credit offtake from NBFCs, which
might impede consumption spending growth.
The Survey charted the origin of the NBFC cri-
sis to mutual funds' (MFs') risk aversion after the
IL&FS crisis in September.

"Immediately after the IL&FS crisis, NBFCs
faced a severe liquidity crunch as MFs stopped
refinancing the loans of NBFCs," the Survey
said. Itadded MFs' deployment towards NBFCs
stood at -12 per cent in April.

Banks' attempts to provide liquidity after
the IL&FS crisis were short-lived as the Survey
pointed out that “resources from the banking
side started contracting from November 2018”.

“This squeeze in the flow of resources to
NBEFCs has affected the lending capability of
the sector in recent quarters," the Survey read.
Credit growth in NBFCs in March 2018 stood at
30 per cent on a year-on-year (YoY) basis. In
March 2019, it was at 9 per cent (YoY). The
Survey showed how some key performance
indicators of NBFCs had deteriorated in 2018-19.
The return on assets for the NBFC sector was
down at 14 per cent in December 2018, from 1.6
per cent in March 2018. The capital to risk asset
ratio or capital adequacy slipped to 22.2 per
cent, from 22.8 per cent in the same period.
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Net non-performing assets of NBFCs were
up at 3.6 per cent from 3.2 per cent. The return
on equity for the sector slipped to 6.1 per cent
from 7 per cent.

Last August, MFs put in 1.3 trillion in
short-term paper (of less than 90 days) that
NBFCs had issued. By the end of 2018-19, it
had dropped to 395,708 crore, showed the
data sourced from Sebi. This shows a fall of
27 per cent.

Households are spending more
ondiscretionaryitems

ABHISHEK WAGHMARE
New Delhi, &July

Indians are increasingly spending more on
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forms nearly 60 per cent of India’s GDP. Miscellaneous Services

“Although the share of private consumptionin | g00dsand services 15.8 2011-12 to 201L-15 to
GDPremains high, the pattern of consumption . 2013-14 2017-18
hasundergone some change over time — Others L.6 source:
from essentials to luxuries and fromgoods to *includes gas, electricity and water ** includes communication Economic L6.4 L7.6
services,” the Survey said. Source: National Statistics Office Survey2018-19 *

The trend is important as it gives a hint about

the outcome of the Consumption Expenditure
Survey (CES), which will be released by the
National Statistics Office within a month or two.
The CES forms the basis for deciding the sources
and weights of private consumption expenditure
inthe national accounts; the data that is used for
GDP formulation.

“From food and beverages, transport and
communication, which are more of necessities,
the spending has been shifting towards clothing
and footwear, health and education, and housing
and maintenance,” the Survey said.

The data from the NSO shows the share of

food and beverages has reduced from 33.2 per
cent of private consumption in 2011-12 to

30 per cent in 2017-18 — a reduction of over
three percentage points.

As more children are attending school and

college, incomes are rising. Spending on health
and education has started occupying a larger
pie in the consumption mix. Their share
increased from 7.4 per cent in 2011-12t0 9.2 per
centin2017-18.

“This shows an increase in discretionary
spending by households, compared to
necessities,” noted the Survey.

Spending on housing, its maintenance and
basic household necessities, such as electricity
and water, reduced as a share of overall spending,
from 19.6 per cent to 17.3 per cent, over six years.

The Survey noted spending on services was
rising vis-a-vis goods. In another chapter, the
Survey found inflation in services in recent times
hasbeen higher than that for goods.
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toshare transaction-level space in the Survey shows isimperative that publicand the two volumes of the projections sector-wise.
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KRISHNAMURTHY SUBRAMANIAN

‘Divestment to make up for
tax-revenue shortfall this year'

Just a day before the Union Budget 2019-20, Chief
Economic Advisor KRISHNAMURTHY SUBRAMANIAN
said asset monetisation and disinvestment were
expected to make up for the expected shortfall in
revenue. Subramanian, after presenting the
Economic Survey 2018-19, told Arup Roychoudhury
and Somesh Jha the topics not covered in the
Survey, like banking sector reforms, would find
place in the next Economic Survey seven months
from now. Excerpts:

The Survey states the fiscal consolidation road
map needstobeadhered to. But we alsohavea
massiveshortfall in direct and indirect taxes.
Money hasno colour. What Iam sayingis that
non-taxrevenues have the potential to expand
and make up for the revenue shortfall. Our
publicsector undertakings aresittingon large
poolsofland, which can be monetised. Thisis
also an opportunity for greater returns from
divestment. Tobe classified as a state-owned
firm, instead of looking at the government
retaining 51 per cent, you can perhapslookat
40 per cent of the government and 11 per cent
by LIC. That will getin more capital receipts.
Divestment isexpected tofillinsome of the
gapsintaxrevenue. We havetoadheretothe
fiscal glidepath.

The main plank of your Survey is that
investments will lead to more growth

and, in turn, job creation. Where will the
investment come from, given the under-
utilisation of capacity and slowdown in
private consumption?

When we wrote this chapter, we had the choice
of trying to getinto each of these details or
focus on conveying the big picture message of
movingto 8 per cent growth. We had the
answersto these questions but we wanted to
stay focused on the Survey. Let me answer a
couple ofimportant things. Some overhang
from the previous period hasunwound
completely, banks have cleaned up their
balance sheets, and credit tolarge firms has
started going up. There is also an important

PHOTO: SANJAY K SHARMA

opportunity we have not tapped enough. If
you look at the global environment, in terms of
liquidity, surplus and interest rates, itis as
benign asitever was. Thereisalot of flush
liquidity. Ifthe economy is growing at 8 per
cent, thismoney will find it profitable to invest
insuch opportunities. We have torely on some
foreign savings. They can comein and create
investment and once that starts, it will be the
beginning of the virtuous cycle of
productivity, jobs,and demand. And, people
have asked me questions onjobs, exports, and
investments —insilos. These are
complementary to the macroeconomic
formula. The other key departure we have
made isthat economists love to think of
equilibrium whereas the eastern Asian
economies, including China, wentona
virtuous cycle. And we are saying “double
down oninvestments”and aslongasthat
happens, other things will come through.

WE WILL WRITE ANOTHER SURVEY IN
6 MONTHS ... THIS ISA SURVEY FOR
A NEW GOVT THAT WILL HAVE FIVE
YEARS TO IMPLEMENT POLICY

ON THE NBFCCRISIS, WE HAVE

TO ENSURE WE DON'T PERPETUATE
ASITUATION OF PRIVATE PROFITS
AND PUBLICLOSSES

The Survey gives banking reforms, which
you have been talking about since assuming
office, amiss, and it offers no solution to

the NBFC (non-banking financial company)
crisis. Any reason?

Wewill write another Survey in sixmonths —
January 2020 for the Budget. So, we had to
makethechoice. ThisisaSurvey foranew

‘DEMOGRAPHICDIVIDEND' ON THE DECLINE

Increase inretirement age could be
considered: Economic Survey

India is set to witness a sharp slowdown
in population growth in the next two
decades, the Economic Survey report has
flagged. It says that although the country
as a whole will enjoy the *demographic
dividend" phase, some states will start
transitioning to an ageing society by
2030s. With life expectancy for both
males and females is likely to continue
rising, increasing the retirement age for
both men and women going forward
could be considered in line with the
experience of other countries. Population
growth in India has been slowing in
recent decades from an annual growth
rate of 2.5 per cent during 1971-81to an
estimated 1.3 per cent as of 2011-16.
Going with the trend, the Survey suggests
that policy makers need to prepare for
ageing, which will need investments in
health care as well as a plan for
increasing the retirement age in a
phased manner.  COMPILED BY DILASHA SETH

POPULATION AND
ITS GROWTH

Source: Economic Survey 2019

government that will have five yearsto
implement policy.

Butdon’t we have toimmediately

address the NBFC crisis?

Onthe NBFC crisis, we havetoensure we don’t
perpetuate asituation of private profits and
publiclosses. We have totake cognizance of the
moral hazard that comes from it. Peopleusethe
global financial crisis asan example but that
wasaone-off case. And theretoo, the US
government made money. We cannot use that
asanexample. Instead, we have to think about
structural issues, especially the asset-liability
mismatch in NBFCs. Ifyou look at the short-
term money they raise, the ratingsin almost 95
per cent of commercial papersis L1 plus. This
meansthereisn’tany distinction between these
firms. Theirlong-term ratings are substantially
differentand this createsan incentive for the
asset-liability mismatch. We need to fix
structural problems.

You have spoken about the need to access
foreign capital, perhaps through instruments
such assovereign bonds. Are India’s
macroeconomicindicators strongenough to
issuesuchbonds?

We have had average growth at 7 per cent, and
inflation islow and stable. These are the
components of macro-economic stability. We
are following the path of fiscal consolidation
and should look at opportunities that are there
forus. Youlookat the US, Japan, Europe — the
cost of capital is so low. If our economy grows
at8per cent, and the other global economies
don’t,itwould be areal opportunity to take
overseasdebt.

Is further liberalisation of foreign direct
investmentonthe cards?

Ifyouare growingataround 7 per cent, foreign
money willwanttocomein. Liberalising FDI
furtheris one aspect we can thinkabout.

Moreon business-standard.com

ANNUAL POPULATION GROWTH
RATES OF STATES

Census Decadal Annual population growth is expected to come down to
Rl years  growth % 0.46% between 2031 and 2041 from 1.77% during 2001-11.
. 1961 21.64 I | Infact, Tamil Nadu is projected to see an annual decline
1971  24.8 [ | in population by 0.05% in the decade ending 2041,
1981 24.66 [ | Andhra Pradesh to barely grow at a rate of 0.02%

1991 23.87 M | T3 2001-11 mmm

2001 21.54 [ | Bihar 254 1.82] 134
20m  7.ou N | e« 236 | 0.88| 0.8 0.49
Chhattisgarh 2.26 1.7 0.76 0.57
DECADAL TRAJECTORY (%) | Jharkhand 224 139 097| 0.8
In 2001, only two states had a decadal growth in population at less than 12%, against Rajasthan 2.13 1.47 0.96 0.75
6 in 2011. Similarly, 7 states posted an over 30% growth in 2001, against just 2 in 201 Uttar Pradesh 2.02 1.48 0.93 0.73
No. of states/lTs: | 1991-2001 & 2001-20T
Kerala 0.49 0.66 0.45 0.18
6 Andhra Pradesh 1.1 0.65 0.31 0.02
Himachal Pradesh 1.29 0.64 0.57 0.24
2 Punjab 139 o071| 0.2 0.1
B Odisha 14| 082 063 038
< 12 15 15-18  18-21  21-24  24-27  21-30 bR kae | e ] 02 ] -0.0s
INDIA 1.77 1.12 0.72 0.46

PUSH COMES TO NUDGE
= DEPLOY BEHAVIOURAL ECONOMIGS,
RELIGIOUS NORMSTO ACHIEVE GOALS

Giving change
abig ‘nudge’

NITIN SETHI & RUCHIKA CHITRAVANSHI
New Delhi, & July

From citing religious tenets
and making people repay their
debts to improving the efficacy
of social welfare programmes
such as financial inclusion, the
Economic Survey 2018-19
has emphasised that the
government deploy behav-
ioural economics as a tool to
improve outcomes.

This branch of economics
gained traction in policymak-
inginrecent times and earned
more popularity after econo-
mist Richard H Thaler, popular
for his work on Nudge theory,
won the Nobel Prize in 2017.

The chief economic advi-
sor, Krishnamurthy Subram-
anian, has given a chapter to
utilising insights from this
branch of economics in fur-
thering the government’s social
and economic objectives.

He noted the government
had deployed concepts and
principles of behavioural eco-
nomics to get better results
from schemes such as the
Swachh Bharat Abhiyan and
Beti Bachao Beti Padhao.

Subramanian said it could
be leveraged across social,
economic, and political are-
nas — from increasing tax
compliance, to get people to
surrender subsidies, and to
influence policymakers and
politicians to take tough eco-
nomic decisions.

On deploying behavioural
economics to improve tax
compliance, the Survey rec-
ommended changes in auto-
matic deduction of taxes as a
default option to public sham-
ing of individuals who do not
pay taxes, and tax withhold-
ing, followed by refunds at the
time of tax filing.

The Survey further suggests
that religious norms can also
be used to further the cause of
tax compliance. In India, where
social and religious norms
play such a dominant role in
influencing behaviour, behav-
ioural economics can therefore,
provide a valuable instrument
for change.

The Survey said,
“Repayment of debt in one’s
own life is prescribed as nec-
essary by scriptures across reli-
gions. Given the importance
of religion in the Indian cul-
ture, the principles of behav-
ioural economics need to be
combined with this ‘spiritu-
al/religious norm’ to reduce tax
evasion and wilful default in
the country.”

The Survey suggested
‘nudges’ and consistent mes-
saging across the spectrum of
the government’s socioeco-
nomic agenda. This included
people being made to make
deposit contracts to achieve
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goals of weightloss and ceasing
to smoke and auto enrolment
of citizens to saving schemes
toimprove financial inclusions.
The Survey recommended that
“every programme must go
through a ‘behavioural eco-
nomics’ audit” before its imple-
mentation.

The Survey served the suc-
cessful implementation of the
scheme as proof of how ‘nudg-
ing’ citizens to choose against
open defecation and high-use
of toilets worked well.

The Survey said the nation-
al sanitation coverage in rural
areas went up to 93 per cent in
2018-19, from around 40 per
cent in 2014-15 because the
campaign emphasised a
behavioural change.

However, this is also the
period over which funds allo-
cated for the Swachh Bharat
Mission increased from 2,850
crore in 2014-15 to 316,948
crore in 2017-18.

The Survey showed how
more than 500,000 foot sol-
diers, one for each village,
leveraged their social ties to
effect change.

Financial savings from
a household toilet exceed
the financial costs to the
household by 1.7 times, on
average, and 2.4 times for
poorest households, accord-
ing to the Survey.

The authors of the Survey
note: “Behavioural econom-
ics is, however, not a panacea
to policymaking; its poten-
tial needs to be understood
and put in perspective.
Nudge policies cannot and
should not supplant every
incentive-based and man-
date-based policy... However,
the majority of public policy
issues are amenable to incor-
porating nudges.”

Survey calls for coordinating body for resource efficiency

SHREYA JAI & SHINE JACOB
New Delhi, & July

Shifting focus on sustainable
development and infrastructure
creation, the Economic Survey
this year called for resource
optimisation and energy
efficiency.

The Survey has suggested that
India, like several countries such
asthe United Kingdom and
Iceland, should invest in resource
efficiency through recycling,
reusing, minimising consumption
and reducing wastage.

Inits first stint, the BJP-led
central government had initiated
and rechristened several schemes
for energy access, notably
Saubhagya for household
electrification and Ujjwala for free
LPG connections. Around 71.8
million LPG connections have

been provided under the Ujjwala
scheme and 99 per cent
households were electrified under
Saubhagya till April 2019.

The Survey lauded these
schemes for their impact, but
noted that as India aggressively
looked to push energy access,
it would exert pressure on the
environment and raise
sustainability concerns. To
address this, the Survey
suggested setting up a national
coordinating body — the bureau
of resource efficiency (BRE)
between various ministries.

“Various studies have analysed
the economicimpact of effective
RE strategy and identified that
¥6,000 crore can be saved in the
manufacturing sector. Effective
waste management policies can
generate 1.4 million jobs and
nearly $2.7 billion opportunity can

FOR A GREENER TOMORROW

W The Survey suggests setting up ofa
coordinating body for environment

and sustainability concerns

B National policy on resource efficiency [

W A policy on sustainable public
procurement to minimise

consumption of resources, reduce

waste generation, greenhouse
gas emissions

W An energy policy takinginto
considerationthe economies
of coal and renewable

be created from the extraction of 8
million tonne of steel from the end
oflife vehicles,” the Survey said.
To push the agenda for
resource efficiency, the Survey has

asked for the formulation of a
national policy on the same.
Additionally, it has asked for a
policy on sustainable public
procurement to minimise

consumption of resources,
reduce waste generation and
greenhouse gas emissions, as well
as, contribute to innovation
inthe space of RE.

The Indian government is
already running various energy
efficiency programmes alongside
access schemes.

Energy efficiency programmes
have generated cost savings worth
more than¥50,000 crore and a
reduction of about 110 million
tonne of CO2 emissions in 2017-18,
the Survey noted.

Amongthe energy efficiency
measures suggested, the Survey
said Indiawould need a
comprehensive energy policy
taking into consideration the
economies of coal and renewable.
Italsosaid renewable energy
needs of $250 billion investment
over the next decade.

Infra over incentive to promote EVs

The Economic Survey has
quoted studies showing that
more than incentives offered
to manufacturers and users,
good charging infrastructure is
key to mass adoption of
electric vehicles (EVs). This is
because the driving range of
batteries in electric vehicles is
less, compared to those which
run on fossil fuel.

The suggestion by the chief
economic advisor comes at a
moment when the industry
and the government's policy
think tank NITI Aayog have
expressed conflicting views
about the road map. “We find
that the market share of EVs is
positively related to the
availability of chargers and
larger availability of chargers

corresponds to greater
adoption of EVs. The market
share of EVs increases with the
increasing availability of
charging infrastructure," the
Survey said. It said in India,
the limited availability of
charging infrastructure
appeared to be a major
impediment to increased
adoption of EVs, another
being the time taken for
completely charging EVs.

However, despite the
challenges, the Survey noted
that electric vehicles will be
the future in India and even
said that the country can
emerge as a manufacturing
hub of EVs with favourable
policy support.

ARINDAM MAJUMDER
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Listentokibitzer

Smart leaders know nobody is too small to make an impact

THE WISE LEADER

R GOPALAKRISHNAN

ibitzer is a Yiddish word for a
I< spectator of bridge or chess,

who offers unsolicited advice in
chess, bridge, sports or even business.
Some leaders respond positively to
unsolicited ground signals, incorporat-
ing the messages into their transforma-
tion programme — like JJ Irani did at
Tata Steel in the 2000s, or SN
Subrahmanyan of L&T did during the

Mindtree acquisition recently. Nelson
Peltz of Trian Fund Management
pushed hard for PepsiCo to split. Indra
Nooyi engaged without giving in.
Nelson Peltz sold his shares and took
his money. Unilever engaged and fend-
ed off the bid by Brazilian investor 3G
and Kraft Heinz.

Others like ICICI, Ranbaxy and Jet
Airways failed to do so in their recent
episodes in India. 3G had bought Kraft,
engineered its merger with Heinz and
ran the company to the ground. Klaus
Kleinfeld, a former CEO of Alcoa, got
trapped in his dealings with Elliot
Management, and had to step down
from his position at Alcoa. Ton Biichner
at Akzo Nobel responded to the bid by
an American paints major by divesting
Akzo of its chemicals business. Ellen
Kullman, chairman of Dupont, fended
of Trian’s Nelson Peltz to join the board,
then quit, thus facilitating the complex
surgery of Dupont and Dow. John
Flannery, successor to Jeff Immelt at

GE, was perceived as a very authentic
and warm person, but he was removed
within 15 months of taking over the
leadership of GE.

The CEO response has a connection
with the ability to discern subsonic
messages from deep within the organ-
isation. Like pigeons! A World Pigeon
Racing competition has been going on
for over a century. During the 1997 race
across the English Channel from
France, most of the pigeons failed to
reach England — an unprecedented
disaster. It appears that, quite mysteri-
ously, the pigeons’ navigation system
could not discern familiar subsonic sig-
nals from ocean waves crashing into
the coast. Why? Because a supersonic
Concorde had left Heathrow around 11
am, emitting its own subsonic signals
as the plane broke the sound barrier.
The pigeons got confused by the plane
subsonic signals. They lost their way.

Likewise, in companies, a CEO
receives subsonic sounds from the

employees, customers and business
observers. Good CEOs realise that
nobody is too small to make an impact.
The founder of Bodyshop, Anita
Roddick, was credited with the com-
ment, “If you don’t believe it, try going
to bed with a mosquito.” For example,
an American university published an
ill-researched analysis about a con-
sumer product in India, and an obscure
activist drummed up a public scare in
India. Investors and analysts exert great
pressure on the board by their com-
ments and demands. Boards cannot be
dismissive and must respond astutely.

The case study method has been
widely and successfully used in man-
agement education. One unintended
effect is that the method produces kib-
itzers. I recall my training days when I
found fault with various CEOs while
discussing case studies. Heaven knows
how stupid I must have looked to my
team while they observed my decision-
making and actions as a CEO!

Offering newspaper critiques, writ-
ing case studies and television com-
mentaries, all kibitzer activities, are
a darned sight easier than doing the
job. Howsoever irritating their sug-
gestions may be, kibitzers are not to
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be ignored. In an earlier column (June
7), I had mentioned that a controlled
degree of narcissism is essential for a
CEO to be successful.

CEO narcissism manifests through
seven skills: ruthlessness, charm, focus,
mental toughness, fearlessness, action
and mindfulness. I am personally famil-
iar with all seven sKills, thanks to my
two decades as CEO. Without making
technically controversial statements, I
have also noted the view of professional
psychiatrists, that narcissists and psy-
chopaths have similarities. They are
along a continuum and belong to the
same species. Both have a high self-
opinion, accompanied by a low opinion
of others. Success is to their credit, fail-
ures are due to external factors.

When these characteristics are
bound within a limit, they work posi-
tively; if that limit is breached, the same
characteristics cause damage.

The author is a corporate advisor and
distinguished professor of IIT Kharagpur. He
was a director at Tata Sons and a vice-
chairman at Hindustan Unilever. His latest
and new book is Doodles on leadership:
experiences within and beyond Tata.

Email: rgopal@themindworks.me

Pushing bond & currency mkt development

Work by regulators, market infrastructure institutions and market participants needs to
continue to ensure these markets move to the next phase of development

VIKRAM LIMAYE

he fixed income and currency
T markets in India have operated

primarily over the counter
(OTC). While government bonds trade
on an electronic platform, corporate
bonds are mainly OTC traded with
reporting and settlement on clearing
corporations. Currency spot and for-
wards trade primarily in OTC markets,
whereas futures are exchange traded.
What measures could then be adopted
to accelerate the pace of growth in these
key markets?

Government bonds are very actively
traded on the Negotiated Dealing
System — Order Matching platform.
However, liquidity is concentrated
largely in the 10 year bucket. While the
average daily traded volume is large at
%38,650 crore for the last financial year,
liquidity is not easily available across
the curve. In 2018, for the first time,
stock exchanges were permitted to dis-
tribute government bonds through the
non-competitive bidding route to retail
participants. The NSE has seen good
interest from retail participants. In
India, retail investors are very active

participants in direct equities and can
potentially be large participants in gov-
ernment bonds too. The large sums of
money invested by retail investors in
bank fixed deposits clearly indicates a
preference for risk free fixed returns.
Government bonds compare
favourably to FDs in many ways. They
provide longer maturity, are much safer
investments and provide an exit oppor-
tunity through secondary markets.
Further, with some of the recent credit
situations observed in the corporate
bond space, government bonds would
be the ideal asset class. Bringing in
newer classes of investors to the gov-
ernment bond market is key to enhanc-
ing depth and liquidity. To incentivise
investments in government bonds,
these instruments need to be brought
on par with investments in other fixed
income products. For retail investors,
interest income up to a certain thresh-
old may be made exempt from tax.
The NSE is proposing to introduce
some new proposals to facilitate sec-
ondary market liquidity, which would
further aid in building this market. The
RBI, in its last policy, had announced
that stock exchanges will be permitted
to offer State Development Loans
(SDLs) through non-competitive bid-
ding route. This will be an additional
fixed income product that will widen
the offering to meet varying investor
needs and risk appetites. Appropriately
incentivising interest income on this
asset class could see substantial invest-
ment being channelised to govern-
ment securities and SDLs. Taking the
learnings from equities market, anoth-
er potential avenue to explore could be
unifying wholesale and retail markets.
Currently, institutional participants

and

trade on NDS-OM retail
participants have a separate segment
on NDS-OM and on the stock
exchanges. Having a seamless and con-
nected trading and settlements infras-
tructure could help in developing this
market.

Corporate bonds have seen the
most policy measures in the last five
years to aid transition from a bank loan
dominated market to a balanced dis-
tribution between market borrowing
and bank funding. More corporate
entities have started looking at capital
markets for debt raising and the
Securities and Exchange Board of India
(Sebi) too has nudged corporate India
towards capital markets.

Importantly, recent instances of
default and the markets inability to price
these risks satisfactorily, has created
more uncertainties around corporate
bonds. With more default resolution
experience with the bankruptcy code in
operation, pension and insurance com-
panies could be directed to widen their

investment horizon to slightly lower rat-
ed paper in a phased manner.

Sebi’s recent initiative of credit rat-
ing agencies providing disclosures on
liquidity and default indicators is a wel-
come step. Additionally, India could
look at developing a junk bond market.
As international investors gain more
confidence in IBC, we could see foreign
investment in this space, which has
more experience in trading and dealing
in these assets. It is time for India given
the IBC framework to more actively pro-
mote this new class of investors —
domestic and foreign; who could help
grow this market.

Most international markets actively
trade credit spreads, that is, a spread
over the sovereign curve. However, giv-
en that India does not have a liquid
sovereign curve across maturities and
an underdeveloped derivatives market,
it is tougher to price credit risk. While
steps are being taken to develop the
cash markets, derivatives markets can’t
be ignored. Regulators especially for

mutual funds, insurance and pension
need to facilitate this participation as
current regulations are excessively
restrictive. Perhaps regulators of all
institutional investors need to take
a combined view to develop the
credit markets.

Coming to currency markets, an
urgency in permitting longer trading
hours at domestic trading venues is
needed. Onshore markets operating for
eight hours as against offshore trading
venues being accessible for 16 to 23
hours creates a distinct disadvantage
for onshore venues. India is perhaps
among the fewer regimes where
domestic currency transactions are still
mired in substantial documentation
requirements. Documentation may
only be sought when an actual remit-
tance takes place, to ensure regulatory
compliance. For trading and hedging
without delivery, proof based docu-
mentation could be eliminated.
Another measure that needs evaluation
is permitting stock exchanges to offer
a spot FX platform to SMEs.

Financial market regulators have
taken several measures to accelerate
the pace of development of bond and
currency markets. Many recent steps
will bear fruit in the years to come. The
stock exchange distribution network
which has largely distributed equities,
is now being utilised for increasing
access points for fixed income prod-
ucts. Currency futures and options that
are offered by stock exchanges have
expanded the number of participants
in this asset class. Work by regulators,
market infrastructure institutions and
market participants needs to continue
to ensure these markets move to the
next phase of development.

The author is managing director & CEO,
National Stock Exchange of India Ltd.
Views are personal
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AMBI PARAMESWARAN

popular ad on Indian television for

Bajaj Bulbs that had a highly
hummable jingle which went some-
thing like this — ‘When I was a young
boy I was a naughty little brat, but now
Tamaboodha andIlive on tablets, but
Bajaj still fills my life with light’. I won-
der if the ad in its original form will
get a positive reaction today; or will it
get critiqued for being so derogatory
about the aged. There was also a
charming ad featuring thespian
Shriram Lagoo where his grandkid
asked him to play badminton; “Dadaji
Badminton? ‘Nahin, pehle Dabur
Chyawanprash...””

The aged in India were shown to be
consumers of pills potions and
Chyawanprash, who went on pilgrim-
ages. And prayed through the day. That
was then when the aged were called
the boodhas.

But that definition went through its
first change two or three decades ago
when they were renamed a more
respectable “senior citizens”, now in
marketing lexicon they have devel-
oped an even better name, “silver gen-
eration”. The seniors are no longer just
being used as props in happy family
photographs in ads. They are being
wooed by multiple categories, ranging
from travel to automobiles to invest-
ments to diapers.

It may come as a surprise to some

I n the late 1980s there was a rather

INSIGHT

of the readers that the magazine
Modern Maturity was once among the
largest circulated magazines in the US.
So the western markets discovered the
Silver or should I say Gold in the
senior citizen segment many years
before they were spotted in India.

Demographers tell us that we have
around 130 million senior citizens in
India, roughly 10 per cent of the overall
population. This number is set to rise
to 300+ million by the year 2050,
almost 20 per cent of the total popula-
tion. The growth in the number of
elderly is being driven by increased life
expectancy [moving from 68.35to 75.9].
Interestingly, the gender ratio is highly
skewed towards women [63:37] today
and this may undergo some change in
the next three decades.

The Aegon Retirement Readiness
survey [2018] says that nearly 49 per
cent of Indians are confident of their
healthcare expenses after quitting full
time work. Indians, the report says,
top the “readiness to retire” index, 7.3
vs US (6.5). The Orb Media study that
tracked attitude towards elderly across
the world showed that there was no
meaningful correlation between aver-
age GDP and respect towards the
elderly. May be that explains the
Indian “readiness” score.

There could be many factors help-
ing the rise of the “Silver Generation”
in India. For one many of them, at least
in the upper- and upper-middle classes
in urban India own the home they live
in. The Agewell Foundation study puts
the number at 70 per cent. This is a big
contrast to the previous generation
who may have lived in rented houses
all their lives. Moving into their chil-
dren’s homes [mostly sons] when they
retired. With that one big expense han-
dled, they do have a lot more stability
in their lives.

The second factor leading to readi-
ness could be the bigger roles daughters
are playing in the well-being of their
ageing parents. If you are unhappy with

The rise of the silver generation

One of the factors leading to “readiness to retire” could be the bigger roles
daughters are playing in the well-being of their ageing parents

your daughter-in-law, your daughter is
more than happy to help you. So there
isa Plan B, in case of trouble.

The “Silver Generation” today have
managed to save enough to take care
of their daily needs and the occasional
treat. The more affluent are indeed
splurging on multiple luxuries. I know
of friends who have decided that they
will holiday at least once a month in
India and at least, once a quarter out-
side India. I suspect a large number of
Indians cheering the Indian team in
the ICC World Cup are the “Silver
Generation” cohorts.

The growth in numbers and the
growth in their affluence is opening new
markets for products and services. There
is of course the growth of managed care
homes in key cities like Pune and
Coimbatore. There is also going to be a
boom in packaged tours for the Silver
Generation. This has been a big market
in countries like the US and Japan. We
will start seeing this boom in India; I sub-
mit there will be multiple segments in
this too. The ultra luxury, the mid-mar-
ket and the economy travel segment.

Even products that could be classi-
fied as unmentionable such as adult

diapers are taking wings and beaming
their messages on national television.
The success of Saregama Carvaan is
directly correlated to the rise of the
“Silver Generation”. I feel this is just
the tip of the iceberg. We will soon start
seeing other products being tailored
for the Indian Sliver Generation.
Curated nutrition products are waiting
to hit the mainstream and I think they
will find ready takers. In fact, “Silver
Generation” also need their own fash-
ion labels, dresses that are easy to wear,
easy to wash and great looking. Why
should my aged mom be dressed only
in a dowdy nightie ? Why can’t some-
one create a modified saree that can
be worn by the elderly?

More and more ads on television
and digital media will start presenting
interesting products and services for
the “Silver Generation”. And then we
can truly say that they are no longer
‘Goli Khake Jeeta Hoon’ but are the
‘Masti Karke Hasta Hoon’ generation.

The author is an Independent Brand
Strategist, Founder Brand-Building.com a
Brand Advisory. He can be reached on
ambimgp@brand-building.com

Rahul’s principles

Tejashwi is back

The leader of the
Oppositionin the
Bihar Assembly,
Tejashwi Prasad
Yadav (pictured),
reappeared inthe
House on Thursday
after a longish break.
The Rashtriya Janata
Dal (RID) leader had been missing since
the Lok Sabha results were declared on
May 23. The RID failed to win even one
of Bihar's 40 Lok Sabha seats. Few knew
where Yadav had been since then.
Other members of the RID-led "grand
alliance", including Hindustani Awam
Morcha chief Jitan Ram Manjhi, had
questioned his absence. This was also
the time when more than 150 children
in Bihar died of encephalitis. The
Janata Dal (United)-Bharatiya Janata
Party (BJP) ruling alliance calls Yadav
ranchhod (one who runs away from the
battlefield). After returning, Yadav said
he wasin Delhito get hisinjured leg
treated and dismissed reports about
quitting as the leader of the Opposition.

Battleground Maharashtra

The Bharatiya Janata Party and Shiv
Sena have started preparations for
the Maharashtra Assembly polls, but
the Congress-Nationalist Congress
Party (NCP) alliance is still recovering
from their decimation in the Lok
Sabha polls in the state. The NCP is
waiting for the Congress to appoint its
state unit chief before initiating seat-
sharing talks. Maharashtra Pradesh
Congress Committee (MPCC) Chief
Ashok Chavan has stepped down from
the post. Former Maharashtra
minister Balasaheb Thorat is
considered Chavan's successor. NCP
President Sharad Pawar and Congress
General Secretary Mallikarjun Kharge,
who is in charge of Maharashtra, met
at Pawar's residence in New Delhi on
Wednesday. Sources in the NCP said
the party would seek 144, that is 50
per cent, of the 288 Assembly seats as
part of the understanding with the
Congress. The Congress is frustrated
that the Prakash Ambedkar-led
Vanchit Bahujan Aghadi is not
amenable to a seat-sharing
agreement with the alliance.

Study on substance abuse

Social Justice and Empowerment
Minister Thaawar Chand Gehlot has said
more than 160 million people in India
drink, around 31 million use cannabis,
and 7.7 million people take opioids.
More than 57 million drinkers, 7.2
million cannabis users, and 7.7 million
opioid users are addicted and need
help, according to the minister. He said
the findings were part of a national
household survey done by his ministry
in 2018. The survey revealed around 11.8
million people in the age group 10-75
years took sedatives and 7.7 million
used inhalants. Children and
adolescents used inhalants more than
others. Gehlot said the government was
conducting a survey in 10 cities to assess
the pattern and profile of substance use
among students.

Give and take

In his letter, former Congress party pres-
ident Rahul Gandhi has held on to his
stated position that he is taking respon-
sibility for his party's electoral debacle
and not continuing as the Congress pres-
ident. His refusal to nominate his succes-
sor goes to show his democratic creden-
tials when he could have easily
handpicked the next party president. He
has left it to the party to decide.

It would be of immense symbolic sig-
nificance if a Dalit becomes the next
Congtress president. Mallikarjun Kharge
and Sushil Kumar Shinde are now talked
of as the front-runners. Winning or losing
an election is not a measure of whether
what you represent and stand for is right
or wrong. If the coming back of the
Congress party did not happen, it was not
Rahul's failure. The Hindutva card was
successful in swaying the voters.
Remember how Pragya Singh, who called
Mahatma Gandhi's assassin a patriot,
won with a huge margin in Bhopal?

Rahul Gandhi fought for principles
and not for political power. At times,
he stood alone to fight the Bharatiya
Janata Party and Prime Minister
Narendra Modi. He did it without
hatred or anger. In fact, he had to fight
the entire state machinery. That the set-
back has not diminished the resolve to
fight the divisive RSS ideology is wor-
thy of a great leader. He is not stepping
back from his fight for India's contin-
ued existence as a liberal, secular
democracy.

G David Milton Maruthancode

HAMBONE

Apropos Abhijit Lele and Raghu Mohan's
report "Split wide open" (July 3), it is a
good sign that Indian Banks' Association
will have two separate wage agreements
with the staff and officers of public sector
banks (PSBs). The PSBs are perhaps the
only setup in public sector undertakings
where the staff and the officers join in
wage negotiations and intermittent
strikes together, to bring the work of
banks to a standstill, thereby forcing man-
agements to agree to their exorbitant
demands. Giving the flexibility to indi-
vidual banks to pay their employees is
another plus point. It will promote a pay-
for-results culture.

The article also brings out the defi-
ciencies in the HR policies of PSBs.
When the accountability of PSBs is fixed
with the top management, this gap
would also be bridged. In the 2015 set-
tlement, though bank employees got a
15 per cent rise in wages and two
Saturdays in a month off, the remaining
days were reduced to half-day of work
and there was no commitment to
improve the financial health of the
organisations. There should be real pro-
ductivity bargaining this time in the spir-
it of give and take.

Y G Chouksey Pune
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A new-old approach

Survey skilfully marshals fresh arguments for timeless policy

n his first Economic Survey as India’s chief economic advisor, K V

Subramanian has successfully infused a conservative and well-understood

set of recommendations with a novel, and even indigenous, air. On the

surface, there may appear to be nothing remarkable about suggestions
that the government focus on private investment, and those on re-invigorating
exports and administrative reform. Such a view would, however, miss the point.
The Survey has given these policy directions a new freshness and embedded
them in a view of recent economic successes in India that will be persuasive to
political decision-makers. And, further, Dr Subramanian has chosen to make
these broad, overall recommendations in line with traditional growth strategies
at a point when many voices in India and abroad are calling instead for a return
to the days of “industrial strategy”. The Survey has also clearly — and correctly
— poked a hole in the conventional wisdom that India must rely on consump-
tion-driven growth by putting investment, and particularly private investment,
at the centre of its strategy. As a consequence, its strategy also must prioritise
export growth — an implicit rebuke to the increasing protectionism visible in
some recent actions of the Indian government.

Returning private, fixed investment to the highs of the mid-2000s is indeed
apre-requisite for a sustainable high-growth trajectory. Howevetr, this is not easy
to managg, as the Survey recognises. An increase in investment has to be paid
for with a corresponding increase in savings, unless the current account deficit
were again to explode. But in recent years the private corporate sector has essen-
tially closed its internal savings-investment gap; and it is the household sector,
which includes small and unincorporated enterprises, that is the primary net
saver of the economy. The problem is where this is going. Net borrowing by the
public sector — the central and state governments’ budgetary and off-budget
borrowing — is estimated to have grown at an average of over 10 per cent a year
since 2011-12. It is, at this point, no less than an identity: For private investment
to recover, government dis-saving must be reduced. The government will have
to spend less or raise more in revenue. An otherwise excellent argument in the
Survey could have been improved by making this point.

A granular understanding of the reasons for the crisis in private invest-
ment underlies Dr Subramanian’s choice of subjects in the Survey. For one,
there is clearly continuing policy uncertainty in the Indian economy, in spite
of there being the confidence provided by a stable government with a working
majority. This must be addressed — the Survey suggests transparent, inde-
pendent quality assurance of policy-making processes, but other possibilities
exist. Legal and administrative reform, alongside the preservation of institu-
tional independence, will also aid in decreasing policy uncertainty. Crucial
also is the long-delayed question of judicial reform, which would make dispute
settlement and contract enforcement in India less of a nightmare. Real interest
rates are too high, and need to come down.

Regressive policy, which creates perverse incentives for companies and
encourage them to stay small and inefficient, must be phased out, and replaced
with preferences for newer rather than smaller enterprises — the Survey correctly
points out that it is the former and not the latter that generate growth and jobs.
Finally, the competitiveness of exporters must be a priority — measured through
the average productivity of firms in the economy. This, of course, requires labour
law reform, and the Survey makes this point clearly and concisely, embedding
itin a defence of the outcomes produced by Rajasthan’s labour reforms in 2014.
The one missing piece is rupee depreciation. The Survey, in a footnote, argues
that this is unnecessary to boost exports. But fixing an overvalued currency is
the simplest and cheapest way to gain a competitive boost.

Power for growth

The weak state of discoms is a big risk

he government wants to provide uninterrupted power to all house-

holds, which is an important precondition for attaining sustainable

higher growth. While continuous power supply would require more

capacity, the weaker links in attaining this goal are the electricity
distribution companies (discoms), which, with their weak finances, are often
not in a position to pay power producers in time. To address this issue, the
power ministry last week made it mandatory for discoms to open and maintain
adequate letters of credit under power purchase agreements. The idea is to
ensure security of payment to power producers. In theory, this will force dis-
coms to make timely payments. In case they fail, power producers can encash
the letter of credit. This would make life easier for generators and address
the issue of liquidity on their part. Power producers pay in advance for fuel
and its transportation.

Although the idea has merit, it will not solve the fundamental problem,
atleast in the short run. The basic issue here is that discoms do not generate
enough revenue and are accumulating debt. In such a situation, it is possible
that they might even find it difficult to offer letters of credit, leading to a
reduction in demand and power cuts. A recent report by CRISIL showed
that the aggregate external debt of state-owned discoms is likely to reach
the pre-Ujwal Discom Assurance Yojana (UDAY) level of 2.6 trillion by the
end of the current fiscal year. This is primarily because they did not pursue
reforms as desired. For instance, the annual increase in tariffs has been
just about 50 per cent of the target and the reduction of losses in supply
remained below expectations. The real issue that needs to be addressed is
the way discoms function. It is important to note that state governments
may not be in a position to constantly assume discom debt due to the non-
availability of fiscal space. Also, additional liability will affect their ability
to make public investment.

The sector requires action at multiple levels. For instance, distribution
companies should be encouraged to reduce supply losses and ensure that
consumption is accounted for. This will require proper metering and improve-
ment in distribution infrastructure. Further, discoms should be allowed to
increase tariffs and states need to end the culture of excessive power subsidies.
The poor can be protected through cash transfers, which can be done in a
way that promotes conservation. To be sure, all this will not be easy as the
problem is more political than financial. In this context, it will be important
for the Centre to work with state governments to find longer-term solutions.
Itis now clear that simply taking over the debt of discoms does not work. It is
time to depoliticise power, which will pave the way for tariff rationalisation
and incentivise discoms to invest in infrastructure. Only then will instruments
like the letter of credit have a meaningful impact. The weak state of discoms
can not only impede an uninterrupted supply of power but is also a risk for
economic growth.

ILLUSTRATION: BINAY SINHA

A much-needed

blueprint

The EconomicSurvey posits a clear development model to put

India on a high-growth path

tenure of the previous Chief Economic Adviser

(CEA) Arvind Subramanian, the Economic
Survey (ES) morphed from an exhaustive — and often
tedious— account of the economy’s performance over
the previous year into a more analytical and forward
looking policy statement.

For one thing, it attempted to join the dots and
draw the proverbial “big picture”
pertaining to some of the critical
contemporary economic issues. The
notion of a balance sheet recession,
for instance, and its ramifications
for economic revival were first for-
malised in the ES in 2015-16. The
2014-15 ES provided a rationale for
the efficiency and welfare gains from
the interplay of basic bank accounts,
biometric identification and mobile
telephony (the so-called JAM trini-
ty). The forward looking policy pre- ABHEEK BARUA

Over the last few years, particularly during the

to a mode where there is constant disequilibrium
with economies spiralling around in vicious or virtu-
ouscycles.

All this somewhat bewildering new age econo-
babble translates into is a prescription for a sharp rise
in investments (the “key driver” for the virtuous cycle)
that create capacity and an expansion in exports to
absorb this capacity. Investments, in KS’s scheme,
need not displace jobs but will
improve labour productivity and
make exports competitive. Besides,
“when examined across the entire
value chain, capital investment fos-
tersjob creation as the production of
capital goods, research and develop-
ment and supply chains generate
jobs.” In short, KS lays his bets on the
Chinese growth model with some
modifications.

Of course, all this has to be sup-
ported by complementary policies.

scriptions included a workable mod-

el of Universal Basic Income, which underpins
programmes like PM-KISAN, and the use of the
Reserve Bank of India’s balance sheet reserves to fund
budget expenditures. Both of these were discussed
firstin the ES.

In his first ES, the new CEA Krishnamurthy
Subramanian (KS) keeps this new avatar alive and
well. At the very outset, he provides a blue-print to
take India’s GDP to $5 trillion by 2024-25 and create
employment alongside. His key advice is to abandon
the way economists and policy-makers think —in
terms of economies fundamentally being in equilib-
rium except when there is the odd shock— and switch

Saving India’s groundwater

ver 70 per cent of India’s water comes from

below the ground. India is, by far, the largest

and fastest growing consumer of groundwater

in the world. China and the US are in second and

third positions, respectively, but India uses more than

the two of them put together. Over the last four

decades, around 84 per cent of the addition to irrigated

area came from groundwater. Most of this was from

deep drilling of tubewells or borewells, which are the

single largest source of irrigation, as also drinking

water, in both rural and urban India.
Tubewells, which were once
seen as the solution to India’s water
problem, have tragically ended up
becoming the main cause of the cri-
sis. This is because we have indis-
criminately drilled borewells with-
out paying attention to aquifers, the
rock formations within which our
groundwater is stored. Much of
Indiais underlain by hard rock for-
mations, which have limited capac-

ity to store groundwater and have
very low rates of natural recharge. WATE R . R E FO R M

Once we extract water from them, OR PERISH

Like other cheerleaders of the China
paradigm, KS is a votary of scale and demonstrates
that “dwarves” (firms that are old and small) are the
biggest drag on the economy. Using data from other
economies, he shows that young and relatively large
companies have the highest potential to both “grow”
and “employ” and, thus, the barriers to their growth
have to be removed. This would mean both labour
market reforms and phasing out incentives that
encourage firms to remain small. The last bits of the
growth jigsaw are high domestic savings, low cost of
capital and a tax-regime that is both stable and encour-
ages entrepreneurial risk-taking.

Critics could argue that it is difficult to repeat his-

groundwater, the direction of these flows is reversed
and “gaining” rivers get converted into “losing” rivers.
In asimilar way, in our mountainous regions, springs,
which have historically been the main source of water
of the population there, are drying up.

To understand how we can reverse this dire situ-
ation requires a careful reflection on the nature of
groundwater and a recognition that it is a common-
pool resource. By its very nature, it is a shared heritage.
We can divide the land under which this water is
located but we cannot divide the water, which moves
in a fluid and fugitive manner, below
the surface. Competitive, individual
extraction leads to a mutually destruc-
tive cycle, where each user tries to out-
do the others in drilling deeper and
deeper, till the point — which is being
reached in so many aquifers in India
today —where virtually no groundwa-
ter is left.

How then can we protect and con-
tinue to use arguably India’s single
most important natural resource with-
out driving it to extinction? Can we
save the goose that lays the golden

it takes very long for water to regain
its original level. MIHIR SHAH
For decades, we have drilled
aquifers at progressively greater depths, lowering water
tables and water quality everywhere. Water quality
is impacted because at certain depths we encounter
deposits that gravely pollute groundwater. Official esti-
mates indicate problems of high fluoride in 203 dis-
tricts, iron in 206 districts and arsenic in 35 districts.
Fluorosis is estimated to afflict 65 million and leads to
crippling, skeletal problems and severe bone defor-
mities. Arsenicosis affects around 10 million people
and causes skin lesions and develops into cancer of
lungs and the bladder. Overall, we have reached a sit-
uation where nearly 60 per cent of India’s districts
have either seriously fallen water tables or low ground-
water quality or both.

It is also not often understood that perhaps the
single most important cause of our peninsular rivers
drying up is over-extraction of groundwater. After the
rains stop, for these rivers to keep flowing, they need
base-flows of groundwater. But when we over-extract

egg? One commonly proposed solu-
tion is to meter and license the use of
groundwater. While this might make
sense for the few very large consumers, such as indus-
trial units, it would be impossible to implement on a
large-scale, bearing in mind that we have more than
30 million wells and tubewells in India.

Fortunately for us, there are a few examples, which
show the way forward. A million farmers in the hard
rock districts of Andhra Pradesh have come together
to demonstrate how we can use groundwater in an
equitable and sustainable manner. Of course, this ini-
tiative required a strong mooring in both science and
social mobilisation. With the co-operation of hydro-
geologists and civil society organisations, facilitated
by the government, these farmers clearly understood
the nature of their aquifers and the kinds of crops
that could be grown with the groundwater they had.
Careful crop-water budgeting enabled them to switch
to less water-intensive crops, more suited to their spe-
cific agro-ecology. Such examples have mushroomed
all over India, especially in Maharashtra, Madhya
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tory, and an investment- and export-driven model
on the lines of China’s growth model in the 1990s and
2000s cannot be replicated given the acceleration in
automation that is fundamentally changing the rela-
tionship between capital and labour. One could also
raise issues about education and the acute shortage
of the most basic of skills needed to support a manu-
facturing boom in India.

While these debates will continue, the importance
of this year’s ES is that it posits a clear economic
model that could potentially drive the economy to a
higher growth path in the Modi 2.0 regime. Thus,
those of us who have complained that the government
was high on targets but low on strategy should have
less of a reason to whine. Besides, my understanding
is that some of the senior bureaucrats in government
today share the ES’s basic approach to growth. That
is critical if this growth strategy were to stand any
chance of being implemented.

Chapter 2 of the survey provides interesting
insights into the use of behavioural economics, par-
ticularly the idea of a “nudge” in policy design. Take
tax compliance, for instance. Signboards showing
“tax money at work” in construction projects in a
panchayat or district explicitly convey to citizens that
their taxes are being used in valuable public goods.
This addresses the issue of “vertical unfairness”, the
perception that the services received by an individual
are not commensurate with the taxes. What is impor-
tant though is that simple interventions based on
these insights are known to work in many areas of
public policy. Thus the idea of a behavioural eco-
nomics audit for every government programme (con-
ducted by the Niti Aayog) that the ES espouses might
sound a tad radical but is perhaps the only way to
ensure that outlays are proportional to outcomes.

What about the bread and butter bits of the ES,
the stuff on near-term growth, budget deficits and
the like? The 7 per cent projection for the current
fiscal year’s GDP growth is reasonably conservative
as is the assumption that the investment cycle has
perhaps bottomed out. There is indeed growing evi-
dence of capacity constraints in a number of sectors.
Besides, as the survey points out, rural wages growth,
which was declining, has started to increase since the
mid-2018. Further growth in rural wages should help
spur rural demand.

For the financial market, the reiteration of the
fiscal glide path of a central government fiscal deficit
of 3 per cent of GDP by 2021 in the ES and the clear
assertion by the CEA in the post ES release presser
that budgetary consolidation is desirable have brought
cheer and assuaged concerns that the Budget might
go a little easy on targets to accommodate funding
for projects promised during the elections.

This ES has clearly gone the way of recent surveys,
dense with ideas, liberal with academic references
but not giving the business of economic hisaab-
kitaab short shrift. Its key shortcoming is perhaps
the fact that while it’s bursting with ideas about how
to get to a higher growth path, it is perhaps a little
reticent on why the current economic slowdown
came to such a pass.

The author is chiefeconomist, HDFC Bank

Pradesh, Kutch and Sikkim. All of them are based on
collective action by farmers, who come together to
jointly manage their precious shared resource. They
develop protocols for pumping of water, sequencing
of water use, distance norms between wells and tube-
wells and strictly adhere to them once they under-
stand that this is the only way they can manage to
meet both their farm and domestic requirements.

Of course, taking these innovations to scale
requires massive support from government.
Paradoxically, as groundwater has become more and
more important, groundwater departments, at the
Centre and in all states, have only become weaker
over time. We need to urgently reverse this trend,
strengthening state capacities in a multi-disciplinary
manner. The 12th Plan saw the initiation of the
National Aquifer Management Programme and the
NDA government subsequently launched the Atal
Bhujal Yojana. Both of these are pioneering initiatives,
the likes of which the world has never seen before.
However, they have failed to take off primarily
because the requisite multi-disciplinary capacities
are missing within government. But also because
they cannot be implemented by government alone.
They demand a large network of partnerships with
stakeholders, across the board: universities, research
centres, panchayati paj institutions and urban local
bodies, civil society organisations, industry, and the
people themselves.

At the same time, we need profound changes in
the structure of incentives to support farmers in mov-
ing towards less water-intensive crops, which were
elaborated in the first article in this column. We also
need to break the groundwater-energy nexus that has
only encouraged the mining of groundwater. The
Jyotigram Yojana of Gujarat shows the way forward
here through the separation of power feeders. This
needs to be urgently implemented through the length
and breadth of India. We also need to replace archaic
British law, which has only helped in the destruction
of India’s groundwater, as I will explain in the last
article in this column.

Thewriter is Distinguished Professor, Shiv Nadar University
and former Member, Planning Commission, Government of
India. Every fortnight, hewill outline multiple dimensions of
long overdue reforms in the water sector
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BOOK REVIEW

PARTHA BASU

he problem with writing some-

I thing new about historical person-

ages, more than events, is always

going to be to decide what really needs

to be said anew; in other words what

fresh insights could be presented to add
value to what has gone before.

Needless to say, Timeri Murari does
not lack for knowledge on his subject;
some years ago, he wrote a well-received
novel, Taj: A Story of Mughal India, and
saw the need to pen a captivating prequel
to the Shah Jahan and Mumtaz Mahal

story that culminated in the building of
the iconic mausoleum. Having learnt
quite a bit about the Mughals from his
earlier research, he wouldn’t have looked
further than launching a search for
Mumtaz Mahal’s initial burial site where
she lay for six months before her body
was disinterred on her grieving hus-
band’s orders and shifted to Agra to await
the building of her final, peerless, resting
place across the Yamuna. Lending his
narrative its almost mystic quality would
be the fact that the grave in question was
clouded in obscurity.

Popular belief had it that the
Empress, having travelled constantly by
the side of her husband on all his forays
into the Deccan to do battle with the ene-
mies of the dynasty, died, all of 38 years,
giving birth to her 14th child after a sup-
posedly tortured pregnancy. A number
of forts and palaces she visited on her
travels were marked by the birth of one

or more of her children, and the erotic
bonding with her husband was never
diminished by the physical tribulations
of this most fecund woman. Though
Shah Jahan took another wife, a political
manoeuvre at best, and had the most
desirable women in his kingdom to
attend to him, his longing for Mumtaz
burned till the very end of her life, and
indeed of his. No doubt, the story had a
poignant core, but whether it had enough
in it to sustain a full-blown novel was a
moot point. Mr Murari’s book makes no
effort to examine or analyse the intensely
personal aspects of their relationship and
how it could have affected, for better or
for worse, the convoluted politics of the
Mughal court.

No woman in Mughal history cap-
tured so comprehensively her husband’s
passion and his loyalty; history also
records the prime contribution of her
seven surviving children in shaping the
passage of the Mughal dynasty and yet
Mumtaz, unlike her Machiavellian aunt
Nur Jahan, preferred to remain in the
political penumbra. Mr Murari’s prime

objective remains the burial site. But is
it sufficient to write only about an
unadorned grave in a town now relegated
to being a largish dot on India’s map, par-
ticularly as history tells us of its imper-
manence? I would think that it would
have been more relevant in his search
for Mumtaz Mahal to rediscover the
many forts and palaces that

the young Empress, almost

always heavily pregnant, Mr Murari's book
visited other than the fabled makes no effort to
and legend-encrusted ram- examine or analyse
parts and pavilions of theintensely

Mandu, Ranthambore and personal aspects of
Asigarh. On the other hand, their relationship and
Mumtaz Mahal’s life, unlike how it could have

her aunt Nur Jahan’s,isvery affected, for better or
sparsely documented, and forworse, the

the writer would have his convoluted politics of
work cut out for him the Mughal court

because his only sources

would have been the locals who knew
these places, but whose material was
often unreliable. As a matter of fact, as
Mr Murari himself notices, the informa-
tion about these places comes mainly

from unreliable guide books and from
often indecipherable signage mounted
at the entrance to the property by the
Archeological Survey of India.

Mr Murari understands all this and
makes a choice. He knows that he has
not made any promises to his readers in
terms of guiding them to Mumtaz
Mahal’s burial site in
Buhranpur because he,
more than his readers, will
probably know what to find
once he gets there. So, like
the proverbial clued-up tour
guide, he decides to make
the journey more interest-
ing than the destination.
This, in short, means that as
he takes off from Madras
(now Chennai) with his
blonde wife and pushy sis-
ter, and meanders upwards
and northwards cutting across state
boundaries, and in and out of towns and
cities, at the mercy of Indian rail and
road transport and tricky officialdom
and antique sellers and guides. India

becomes more prominent than the
Empress.

The grave turns out to be placed within
aspare high-walled enclosure on the river-
bank opposite to where Mr Murari stands
and he observes it receding into the gath-
ering early evening darkness. His com-
panions sense that this is his quest and
allow him his space; he crosses over the
shallow part of the river to the site of the
grave but he carries no sense of disap-
pointment with him because it’s not the
structure that is important but the place
where this extraordinary Empress of
Mughal India breathed her last.

Perhaps Mr Murari realises then that
rediscovering his India has been actually
more relevant than finding Mumtaz
Mahal’s first grave.

EMPRESS OF THE TAJ: In Search
of Mumtaz Mahal

Timeri N Murari
Speaking Tiger
240 pages; 350



8 FINANCIAL EXPRESS

WWW.FINANCIALEXPRESS.COM

> 4

THURSDAY, JULY 4, 2019

RationalExpectations

JAIN

sunil.jain@expressindia.com
W ©@thesuniljain

[ndia needs an
Agriculture Budget

Giving farmers market prices will boost GDP; it is also possible
to fix problems like water scarcity and double farm incomes

HOUGH FINANCE MINISTER Nirmala Sitharaman has to deal with all
manner of issues in her maiden budget, from stimulating consumer
demand to reviving flagging investment sentiments, perhaps the most
important sector for her to focus on is agriculture; not just in terms of
increased outlays for irrigation or MNREGA, but in terms of broad policy direction.

Onecleardirection,set out by prime minister Narendra Modibefore the elections,
is PM Kisan where each family gets 6,000 peryear; after PM Kisan was extended to
more farmers, it will costaround 85,000 crore.Ideally,the budget should double or
triple this direct cash transfer and, simultaneously, reduce subsidies on fertiliser or
agriculture loans since these are,by and large, used by richer farmers.

The government spends around ¥170,000-180,000 crore each year on FCI pro-
curement at the Minimum Support Price (MSP); buying at MSP raises farmer
incomesand the grain purchased meets demand from ration shops.Ideally,the bud-
getshouldindicate a dramatic shift from this,with a timeline toreducing FCI’s oper-
ations to the minimum. Given the ¥20-25 per kg difference in market- and ration-
prices of wheatandrice,even the Food Security Act’s excessive 5kg- per- person- per-
month will cost ¥96,000-120,000 crore. This ¥70,000 crore saving can be given to
farmers in lieu of scrapping MSPs which, at best, benefit 20-25% of farmers,and
mostlyrich ones. Selling FCI’s excess food stocks can fetch the FM ¥100,000 crore.

While NITIAayog is pushing a Price Deficiency Payments (PDP) in place of MSP,
this is a bad idea even though PDP means winding down the MSP system; to that
extent,it cuts FCI’s inefficiency costs.But PDPis open
tolargeabuse.Under PDP,all farmerswill registertheir — m—
cropping details with the government (bit.ly/2LtORcO) .
and,at the end of the season, they will be paid the dif- S P rrr!ers
ference between the market price and the MSP for to move from rice
their crop.While this amount will be much lower than to corn & make
the MSP—the MSP could be 3100 while the gap  ethanol from that
!Jetvyeen itand the.market price could be¥10 or 20— for petrol. Will also
it will have .to.b.e given fpr all the produce while thp fix Punjab's water
MSP, by definition, is paid only to the produce that is
brought to the market and sold to government agen- problem. Make
cies.And, to the extent traders know the government ethanol from cane
is payinga PDP, there is nothing tostopthem fromcol- ~ for petrol in water-
luding to further depress market prices. rich east UP & Bihar

Whgt of the PM’s Plans tp fiouple farme1j ipcome; and see how farmer
how will this happen if subsidies like on fertiliserand .
interest subvention or the MSP are scrapped? On aver- incomes shoot up...
age, each farm household earns around 10,000 per
month, so they need around 1.2 lakh more peryear to
double their incomes. Icrier professor Ashok Gulati (bit.ly/2 Xidfhj) points out that, if
solar panels are installed at a height of 15-20 feet in fields, this does not have a nega-
tive impact on crop growth—inwhich case, farmers can earn from 1-2 crops ayear,as
they do now, along with earning from solar power. To the extent this solar power
replaces diesel for pumpingwater,farmer costsalso fall. Thebudget then needs tofund
the farmer’s capital costs for solar panels—tax relief for solar-power firms or a capital
subsidy perhaps—and ensure the solar power produced is mandatorily purchased by
electricity boards; this is the law anyway, but it has to be enforced.

The budget, similarly,should have a subsidy forwater-stressed areas, like Punjab,
to ensure farmers move away from, for instance, water-guzzling rice to corn which
usesaround a fifth of thewaterrice does.This corn can be used to produce ethanoland
while the extract is still good protein-rich feed for poultry/cattle,at ¥55-60 or so per
litre of ethanol, that’salot of money for farmers. The budget, then,needs to give incen-
tives toindustry that produces corn-based starch, poultry- and animal-feed, etc,and
it is vital to ensure—with the oil ministry’s cooperation—that oil marketing firms
buy all the ethanol produced; blends of upto 15% with petrol require no change in
engines of cars/two-wheelers.If farmers still earn less than they did from rice,a direct
subsidymustbe given to fund the difference.Indeed, the ¥6,000-7,000 crore of elec-
tricity subsidy that the Punjab government gives to farmers to pump upwater canalso
be saved,apart from solving the state’s water crisis. Since eastern India is flush with
water,growingrice thereis,inanycase,abettersolution—India’swater crisis cannot,
itisvital to keep in mind, be fixed if agriculture keeps guzzling water.

Indeed, along with the solar solution, the government should encourage sugar-
cane cultivation in eastern UPand Bihar.Wateravailabilityis notanissue hereand fre-
quentfloodswill alsoregenerate thewatertable.Onceagain, the keyhereis ensuring
ethanol purchases since,at the currentlevels of 55-60 perliter fixed by the govern-
ment, ethanol production is as lucrative as sugar, perhaps even more so.It is critical
to ensure that GSTlevels remain the same 5% on ethanol since, if this is taxed at the
same level as petrol, oil marketing firms have no incentive to buy ethanol.

And, if the government can free up agriculture markets, as the Icrier-OECD study
points out, farmers can get around 2.5 lakh crore extra peryear for their produce.In
otherwords,the FMwill dowell to use the budget toindicate the government’s new pol-
icy and, wherever needed, make the necessary fiscal allocations or policy changes to
facilitate the change.

HitWICKET

The BJP failing to act against Akash Vijayavargiya, despite
the PM’s rebuke, shows the party in poor light

HINGS CAME TO such a passat the ruling party, the BJP,that PM Modi him-

self had to admonish party-leaders over the Akash Vijayavargiya incident,

saying action must be taken, no matterwhose son he (or those BJ[Pworkers

who celebrated with gunfire theyoung MLA getting bailin a case of assault
of a public official) was. Vijayavargiya inists his assault of the Indore Municipal Cor-
poration officerwas“in publicinterest”.But,even if that should eventually prove true,
what he—clearly also his party, which has not taken action against him so far—has
failed to appreciate is that the people’s mandate is not permission to take law and
order into one’s hands. The assault not only reflects a broader disrespect foradmin-
istration, but considering it is the BJP that controls the Indore corporation, it should
have seemed tothe BJPasdistrustinitsleadership.Instead, party functionaries threw
ahero’swelcome upon Vijayavargiya’s release on bail.

Thelocal BJPunit,and indeed, the partyleadership is likely to wait for the contro-
versy to die down; hence, the eyewash of a disciplinary committee inquiry.Indeed, if
the partywere serious,itwould have atleast bothered to put Vijayavargiya under sus-
pension while the inquiry proceeded, but no such thing has been done. Worse,
Vijayavargiya’s father, Kailash Vijayavargiya,a national general secretary of the party,
initially shut down criticism of the assault in the media and later downplayed the
incident.PM Modiwasright tocondemn the act,given howitisanassault on the gov-
ernance structure of India. If the BJP leadership still buries its head in the sand, it
would have helped erode the average Indian’s faith in government and governance.

Opinion

WAGE GROWTH

(2 BREXIT AND JOBS

British prime minister, Theresa May

| have done everything | can to ensure we leave the
EU with deal. | can look workers in the eye and tell
them | voted to leave with a deal that helps jobs

DURING FY12-FY17, THE WAGE GROWTH, AT 5.8%, OF WORKERS IN UNREGISTERED ENTERPRISES
WAS LOWER THAN THE WAGE GROWTH, AT 9.7%, OF THOSE WORKING IN AGRICULTURE

Even agriculture trumps
the unorganised sector

HE CURRENT DIS-

COURSE on economyfrom

demand side largely

revolves around the analy-

sis of gross domestic prod-
uct (GDP) and its components, namely
consumption, government expendi-
ture and investment. Similarly, from
supply side, it revolves around gross
valueadded (GVA) and its components,
namely agriculture, industry and ser-
vices.However,much lessattention has
been paid to the analysis of national
income as it accrues and gets distrib-
uted acrosslabourand capital.Ananaly-
sisof nationalincome on theselines can
provide an insight into the evolving
wage and wealth income, and its con-
comitantimpact onincomeinequality.

An IMF working paper shows that
the share of labour in the national
incomeinadvanced economiesis trend-
ing down since 1975.1Itreached its low-
est level (50%) before the global finan-
cial crisis of 2008 and has not recovered
significantly since then. Although rea-
sons behind the decline in share of
labour in national income are still not
well-understood, authors of this paper
state that, in advanced economies, it is
attributed to the rapid advance of tech-
nology, and the globalisation of trade
and capital.These two factors haveled to
steep decline in the relative price of
investment goods which has lowered
firms’ cost of capital and, in turn, given
them incentive to replace labour with
capital. Even as the reasons behind the
decline in share of labour in national
income of advanced economies are
being studied, this decline has not only
harmed consumption demand growth
but has also translated into a backlash
against outward looking trade policies
in these economies.

Interestingly, the situation in India
isdifferent.The Central Statistics Office
(CSO) provides GVA data as per four dif-
ferent components, namely (i) produc-
tion taxes less production subsidies, (ii)
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consumption of fixed capital, (iii) com-
pensation to employees, and (iv) oper-
ating surplus/mixed income both by
production sector and institutions. A
reorganisation of this data gives us a
glimpse into the distribution of
nationalincomeacross the two keyfac-
tors of production—labour and capital.
Of the four components of GVA, only
compensation to employees accrues to
labour; the other three accrue to the
owner of capital (includingland).In case
of private corporations, salaries of fam-
ily labour are included in the compen-
sation of employees. In case of house-
holds, though, it is clubbed with the
operating surplus and is reported as
mixed income.

A study of the data spanning FY12-
FY17 showsthat of thetotalincome gen-
erated in the economy, nearly one-third
accrues to labour and two-thirds to cap-
ital. This distribution has been fairly sta-
ble over this period despite wages and
return on capital growing at a CAGR of
12% and 10.9% respectively.

Data at the disaggregated level pre-
sents a mixed picture. Let us first look at
thesectoral classification.At the sectoral
level,industrywitnessed returns on cap-
ital grow faster than wages. Does this
mean industrial productionisbecoming
capital intensive and shedding labour?
Or is it that wages are growing slower
than labour productivity? The answer to
these questions will require much more
detailed work. However, since growth
both in wages and return on capital
across thesector classification was lowest
intheindustrial sector,itisa pointerthat

industrial sector needs to improve both
its efficiency and productivity.

In case of agriculture, despite share
of wages growing at a CAGR of 11.1%
during FY12-FY17,thelabourreceived
only 15.3% of the income, and the
remaining 84.7% accrued to the own-
ers of the capital.Also,while agriculture
contributed 18.29% to the total income
generated in the economy, wages in
agricultureaccounted only 8.4% of the
total wages in the economy and only
2.78% of the GVA during this period.
This translates into annual average
wages of 21,060 per agricultural
labourer per annum (assuming the
number of agricultural wage earners
remains the same) which is even lower
than the official poverty line.

At an institutional level classifica-
tion, the wage growth of households
(this includes unorganised/unregis-
tered enterprises) was the slowest
(7.7%) and that of private corporations

CAGR of factors of production
as per sector classification (%)
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Budget must focus on data democracy

User data doesn’t just
“belong” to the user, instead it
is an extension of the user’s
self; India can establish the
world’s first data democracy

IF IT WAS not for the railways, we
would not agree on what time it is. For
the most part of human existence,
time was a local phenomenon. Noon
was benchmarked to the time the sun
was right above you and shadows
were the shortest. Everyone else in
your village, hamlet or town then
maintained their watches accord-
ingly. As long as you and your neigh-
bour agreed on when 9 o’clock is, it
didn’t matterif the nextvillage orthe
one across the country agreed with
you too.

Thingswere generally fine,until the
railways came along.The railways were
anetwork that cutacross manyof these
time fiefdoms. Imagine a train time-
table that needed to account for local-
time in every stop it made. The com-
plexityand inefficiency of the problem
led Charles F Dowd,a school teacher,to
come up with what we now call “time-
zones” in 1863. Privately-owned rail-
way corporations adopted Dowd’s plan
in 1883.The US government only for-
mally adopted the Standard Time Act
in 1918.By then, the railways had got-
ten everyone used to the idea of stan-
dard time anyway.

The internet is often compared to
therailways. Usually, to drawattention
to the tremendous power internet
giants have over the economy, just as
railway companies of thelate 19th cen-
tury had. That lesson is important, but
itisn’t the onlyone.The connectedness
that railways brought about changed
lives in profound ways. It solved many
problems, but also created problems
that a newly connected society didn’t
know it had yet—like what do we do
about time? Standardising time,a rad-
ical idea in the 1860s, made many
othertechnologies possible, like study-
ing global weather. Who could have
predicted thata US railways innovation
from 1883 would save 1.2 millionlives
in Odishain 2019?

Theinternetisanetwork that cuts
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across both space and time. Every
year, technologies and businesses
built on top of the internet disrupt
industries and our way of life. Cars
become self-driven,homes, cities and
even microwaves become “smart”and
reality is becoming “augmented”, if
not entirely “virtual”. For the last 30
years, and for the next 30 years at
least,digital technologies remain the
biggest economic opportunity that
we can be sure of. If we are really plan-
ning to grow fast enough tobecome a
$5 trillion economy in 5 years, ignor-
ing the internet would be a foolish
thing to do.

The problems for railways started
when people realised that those who
control the tracks, control the future
of many adjacent industries. Every-
one agreed that immense value was
being created, but they disagreed on
how it was being distributed. Six rail-
way companies in the US owned or
controlled 90% of the market for
anthracite coal, and made it difficult
for independent coal companies to
move their product. Whereas once the
railway barons laid tracks to build
their empires, today, the internet
barons collect your data.

The primary mechanism of disrup-
tion for the internet and the railways
isthe same: they don’t make the world
smaller, they make markets larger.
Efficient and reliable coordination
over large populations is possible on
scales it wasn’t before. The internet
grew up in a mostly lawless, data-guz-
zling,winner-take-all kind of environ-
ment.Today, the world is waking up to
the fact that our hyper-connected soci-
ety has a new problem: What dowe do
about data?

If datais the new oil,why dowe give
it away so freely? Comparing data to a
tradeable commodity is a huge disser-
vice. It legitimises the capture of our
databyothers because we got some ser-
vice for free in return. The more pru-

dent analogy would be to say that our
datais ourvote.Ourvoteis protected by
the law. We should be able to give it to
whom we want, and if we aren’t satis-
fied, we remain free to give it to some-
one else. The Constitution guarantees
the freedom, security and privacy of
the citizens to exercise theirvote with-
out fear.

Byrecognising that user data does-
n’tjust “belong” to the user, instead it
is an extension of the user’s self, India
can establish the world’s first data
democracy. This isn’t simply a legal
right, it has important economic
implications aswell. When usersare in
charge of their data, they get to decide
whom to give it to,why and in return
for what. This means, that a rural
kirana store owner uses her phone
records, currently locked up by telcos,
to get better loans. This means that a
farmer can show his track record, cur-
rently locked up by patwaris, to prove
that his insurance claim is genuine.
Instead of data being used by those
who captured it, we make sure data
empowers our users.

On this Friday,when the new gov-
ernment rolls out its first budget, we
hope that we see commitments
towards shaping a data democracy.
The government needs to recognise
that creating one involves more than
installingwi-fiin trains,or launching
apps for e-governance. We need to
encourage the creation of more digi-
tal platforms as public goods, and
give citizens control over the data
about them within the government.
In fact, if we encourage citizens to
join the current structure of the inter-
net, without laying out a framework
on data, we risk jeopardising their
ability to partake of the prosperity
that the internet creates from their
data.If we don’t decide that nowis the
time for a data democracy, the inter-
net, justlike the railways before it, will
decide for us what time it is.

was the fastest (16.0%) during FY12-
FY17.This means that thewage earners
from the household sector,whose wages
are generally low, also witnessed rela-
tively lower wage growth during FY12-
FY17, indicating that the wage gap
between unorganised/unregistered
enterprisesand organised enterprisesis
widening.The plight of wage earners in
the household sector, who account for
44.5% of the income in the economy
butreceive only 26.4% of the total wage,
is quite similar to that of agricultural
wage earners. A further breakdown of
households by production sectorreveals
that during FY12-FY17, the wage
growth, at 5.8%, of workers classified
under households and working in
industrial sector is even lower than the
wage growth, at 9.7%, of the workers
classified under households and work-
ing in agriculture sector.

Some of the takeaways from the
foregoing analysis are: (i) an income
transfer programme to alleviate agri-
cultural distress will not be meaningful
aslongasitdoesnotincludeagricultural
labourers; (ii) the low wage growth of
unorganised/unregistered enterprises
is a matter of concern; and (iii) a much
higher proportion of the incremental
publicsectorincomeisaccruing to pub-
lic sector employees than to the public
sector capital.

Key ratios of factors of production
as per sector classification (%)
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LETTERS TO

THE EDITOR

Bedi’s acerbic
comments

Puduchery Lieutenant Governor
Kiran Bedi's acerbic comments
blaming the people and the
political class of Tamil Nadu for the
crippling water crisis presently
engulfing the state has, as
expected, invited sharper rebuttals
from parties across the political
spectrum in the state. She may be
right in attributing blame for the
water scarcity to the Tamilian
populace and government, but the
language she deployed to
articulate her views is undesirable.
As a constitutional functionary,
Bedi should have exercised
restraint and refrained from making
such unwarranted remarks about
the people and government of
another state. Bedi's dubbing of
the Tamil people as cowards and
selfish is unbecoming of the
coveted constitutional post she
holds now.

— M Jeyaram, Sholavandan

Indian IT coping well

Curbs on H-1B visa are not new.
They came into prominence in
2010-11 as a dipping US economy
impacted jobs under Obama. If it
was out of necessity then, Trump
now uses it for vote banks. Through
the last decade, Indian IT has had to
wrestle as much with rapid change
in technological environs as with
visa curbs. Thus, value creation
became a recurring ITissue and a
priority. IT departments realise that
they must focus on improving
service to the user and to
departmental needs,outsource
non-essentials and focus on value
creation. Even small or mid-sized
firms need to go on the cloud for
standardised services. Leading
Indian IT firms are diversifying
products and showcasing
pioneering ideas in blockchain, and
artificial intelligence to clients,
using innovation hubs, research and
development centres, for
differentiated offerings.

— Janaki Narayanan, Navi Mumbai

®Write to us at feletters@expressindia.com

R.N.I.Reg. No. 6188/61 Printed for the proprietors, The Indian Express (P) Ltd by Vaidehi Chintaman Thakar at The Indian Express (P) Ltd Press, Plot No. EL-208, TTC Industrial Area, Mahape, Navi Mumbai-400 710 and published from Express Towers, Nariman Point, Mumbai-400 021. Editorial & Administrative Offices: Express Towers, Nariman Point, Mumbai-400 021. Phone: 22022627/67440000. Fax: 022-22856323.

Chairman of the Board: Viveck Goenka, Managing Editor: Sunil Jain, Deputy Managing Editor: Shobhana Subramanian*

(*Responsible for selection of news under the PRB Act)

© Copyright: The Indian Express (P) Ltd. All rights reserved. Reproduction in any manner, electronic or otherwise, in whole or in part, without prior written permission is prohibited. The Financial Express®



VVVVWVW.FINANCIALEAFRESS.COM THURSDAY, JULY 4, 2019

FINANCIAL EXPRESS OPINION | 9

HE MSME SECTOR con-
tributes 30% to GDP; India is
aiming to increase this share
to 50% of GDP. MSMEs are
vital in generating employ-
ment, output and exports, as this sector
contributes one-third to India’s manu-
facturing output and 45% to exports.
According to a recent CII survey, MSMEs
are the second-largest employment gen-
erator after agriculture, by engaging 12
crore persons. There are 6.34 crore units
contributingaround 24% to the services
GDP.However, the sector hasbeen facing
anumber of challenges—from accessing
credit to marketing—and more so after
demonetisation and GST.In this context,
the RBI report headed by former SEBI
chairman UK Sinha is timely and comes
up with recommendations that are nec-
essary and implementable.
MSMESsregistered annual growthrate
of 4.35% during 2006-15 (from 3.618
crorein 2006-07t05.105 crorein 2014-
15). During September 2015 to July
2018,48.4 lakh MSME units were regis-
tered on the Udyog Aadhaar Memoran-
dum (UAM) portal.The sector hasadvan-
tages in realisation of inclusive growth
agenda of India as one-fifth of MSMEs
are residing in rural areas. Besides, the
start-up community is growing rapidly—
India is now the third-biggest start-up
hub in the world—and providing a plat-
form to MSMEs to access alarger market
base.Today,India hasaround 7,200 start-
ups,including 1,200 start-ups that came
up in 2018 only. They have created
40,000 new direct jobs and are robust in
accessing finance as these start-ups saw
a 108% growth in total funding during
2017-18. City-based start-ups connect
local SMEs and in manyways address the
problems of MSMEs relating to product
standardisation and market access.
Although MSMEs are the backbone of
the economy, they suffer from access to
finance,apart fromlowscale, technology,
branding, competition, etc. At aggregate
level, credit growth plunged in the recent
years,reaching 5.1% in FY17,the lowest
in last six decades. Moreover,bank credit
remains skewed towards large enter-
prises as onlyaround one-fourth of bank
credit (¥14.8 lakh crore,of the total¥62.3
lakh crore) goes to the MSME sector. This
highlights the potential of the MSME
sector as it receives one-fifth of bank
credit but contributes one-third of man-
ufacturing output with large employ-
ment opportunities.As pera CIBILreport,
mid and large corporate segment held
the biggest share of the overall credit at
about 439%,with an exposure of ¥47.5
lakh crore.The contribution of public sec-
torbanksinthe MSME sectorlending has
declined by 19% during 2013-18,and
touched around 40%, implying that
MSMEs have to explore otheravenues for
meeting their credit requirements.
Moreover, ‘new to credit’ (NTC) borrow-
ers entering the formal credit sector have
accelerated from approximately 2.7 lakh
inthefirst half of 2016 to 5.2 lakh in the
first half of 2018. This indicates the ris-
ing pressure to enhance thelending envi-
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UNION BUDGET

Why MSME

sector mus
e the priori

We can certainly get back to 8% growth and
create enough jobs provided we strengthen our
MSME sector. The RBI report on MSMEs is
timely and the Union Budget should focus on
its important recommendations

ronment for MSMEs. The sector also
experienced an increase in NPAs—from
7.3% to 9% during 2013-18.

In this context,the recommendations
of the RBI committee to create a ¥5,000
crore corpus, the Distressed Asset Fund
(DAF), to assist MSME units in clusters

A tall business leader, a great philanthropist

NEOTIA
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SHRI BASANT KUMAR BIRLA was a
colossus in the business firmament of
our country. In his passing away we have
notjustlostatallbusinessleader,butalso
a great philanthropist. He had nurtured
and set up many institutions in the field
of educationand culture thatare centres
of excellence today. He together with his
wife late Sarala Birlawere great patron of
arts and actively supported and pro-
moted the rich artistic and cultural tra-
ditions of our country.

Onapersonal note, I have had the great
privilege and pleasure of interacting with

where a change in the external environ-
ment led to a large number of MSMEs
becoming NPA are important. Also, rec-
ommendations to move towards cash
flow-based lending and revising collat-
eral-freeloan limit from ¥10lakhto %20
lakh are useful. To reduce the credit gap,

him on several occasions. Our families
were closely known to each other and I
would often accompany my late uncle
Suresh Neotia when he went to visit BK
babu—whowas a great disciplinarian and
very punctual,and I rememberwe had to
be particular to be there absolutely at the
appointed hour. BK babu was soft-spoken
and kind-hearted,and had a curious bent
of mind. In spite of the fact that our busi-
nesses were very small compared to the
vast empire he presided over, he would
often ask fairly detailed questions on the
working of our business. This clearly gave
me an insight into a man who was always
curious to know more,and to learn.

I have had the privilege of receiving
his affection and blessings from ever
since I can remember, and indeed they
will remain cherished memories.

a new intermediary, i.e. loan service
provider (LSP)—an agent of the borrow-
ers—is a welcome proposal. Most of the
cluster development initiatives are
funded by public sectoragencies. Private
sector contribution should be enhanced
through debt instruments like bonds,
CDs, etc, with tax incentives through
SIDBI.The committee also recommends
strengthening of the MSME Export Pro-
motion Council and a national (and state-
level) council as a special purpose vehicle
for crowd funding of MSMEs. A govern-
ment-sponsored Fund of Funds (FoF) to
support VC/PE firms to invest in the
MSME sector should be in place. Consid-
ering their vulnerability and size, Insol-
vency Code/delegated legislation should
provide out-of-court assistance to
MSMEs that are mainly proprietorships,
such as mediation, debt counselling,
financial education,etc.The government
should provide insurance coverage to
MSME employees such as coverage
under Ayushman Bharat-PMJAY to cope
with natural calamities.All these propos-
als,which are doable,will strengthen the
financial position of MSMEs.

Some recommendations to improve
accountability, transparency and effi-
ciency in lending and its uses are (1)
online due diligence and appraisals of
MSME loan proposals by banks using
data available from sources, including
GSTN,Income Tax, Credit Bureaus, Fraud
Registry, etc, and (2) bringing all credit
guarantee schemes underthe purview of
regulation and supervision of RBI.

RBI has some recommendations for
more efficient functioning of MSMEs.
These include moving away from invest-
ment volume to a turnover-based defin-
ition, 25% mandatory procurement by
PSUs from MSMEs,and creatinga unique
enterprise identifier (UEI) for procure-
ment, availing benefits, etc. Currently,
MSMEs have to domultiple registrations
with many entities such as Udyog Aad-
haar portal, GSTN, NSIC, etc. Successful
Indian start-ups within the country and
those that are moving outside due to
enabling environment, encompassing
tax concessions, well-developed infra-
structure,ease of doing business, exit pol-
icy, etc, should be retained with suitable
financial and non-financial incentives.

The government should also facilitate
collaboration between MSME clusters
and companies/universities offering
innovation infrastructure, R&D institu-
tions, etc,in a specificindustry or knowl-
edgearea.Thisisbecause MSME clusters
are not properly equipped in areas such
astool rooms,innovation centres, testing
facility, etc. The recommendation to
build networks of service providers to
offerexpertise to MSMEs by giving them
customised solutions in areas such as
technology, product development and
marketing techniques will create an
enabling environment for MSMEs.

We can get back to 8% growth and
create enough jobs if we strengthen our
MSME sector.The RBI report on MSMEs
is timely and the Union Budget should
focus onits recommendations.

Hewas fond of music,and at theannual
Gulab Bari concert in the lawns of our
house, he would make it a point to come,
even if it was fora short period of time.

He maintained high personal disci-
pline.His diet was frugal and simple,and
he was very particular about the timing
of his eating, resting and walking.

I pray to Almighty that his soul may
rest in peace.

He will remain a great source of
inspiration to his various well-wishers
and admirers. He leaves behind a rich
legacy that is more than ably steered
forward by his accomplished and cele-
brated grandson Kumar Mangalam
Birla, and his two enterprising daugh-
ters, Jayashree jiand Manjushree ji,both
of whom are actively involved in family
businesses and philanthropicactivities.

@ TRANSFER PRICING

Raise threshold

for compliance

JAIN

The author is executive director, Transfer Pricing, PwC India

Remove compliance for non-residents,
rationalise safe harbour rules

RANSFER PRICING IS ONE OF the mostlitigious
areas in India. This litigation will intensify with
the availability of more information with tax
administrators inview of the alignment of Indian
transfer pricing requirements with OECD/G20
Base Erosion and Profit Shifting project.These requirements
provide administrators an opportunity to understand tax-
payers’business and conduct transfer pricing assessment.

The government introduced measures to ease compli-
ance burden and make transfer pricing environment non-
adversarial. These include rationalisation of safe harbour
rules, risk-based selection of cases for scrutiny and advance
pricing agreement roll-back provisions.The upcoming Bud-
getisan opportune time to highlight measures that can fur-
ther ease the compliance burden and reduce litigation.

Increase threshold for compliance: Taxpayers with
international related party transactions exceeding X1 crore
are required to maintain detailed transfer pricing docu-
mentation.This threshold limit is lowand has not been revis-
ited since FY02,whenregulationswere introduced. Increas-
ing the threshold will contribute towards reducing the
compliance burden on small taxpayers. It would not be out
of place to highlight that China prescribes a threshold of
%40-200 crore,depending on the nature of the transaction.

Remove compliance for non-residents: Transfer pric-
ing provisions require compliance by a non-resident if it
derives taxable income from transactions with its related
party in India despite the Indian related party undertaking
compliance for the same transaction. This leads to duplica-
tion of efforts. Non-residents should be excluded from the
ambit of transfer pricing compliance in India, provided its
Indian related party has undertaken the compliance with
respect to same international transactions.

Remove certification requirement: Taxpayers enter-
ingintorelated party transactions are required to prepare a
transfer pricing disclosure form and get the same certified

byanaccountant.This require-
messssssssssssssss  ment should be done away
with. If the idea of obtaining

T.he Budg.et 's. the such a certificate is to ensure
time to highlight  that the taxpayer doesn’t miss
measures that can  reportingareportable transac-

further ease the tion, the existing penalty of 2%

: of the value of the undisclosed

compllanc.:e. bur.den, transaction should act as an

reduce litigation  adequate deterrent fortaxpay-

esssssssssssssssn 1S While several countries

have the requirement of filing

adetailed disclosure form, only a handful (Argentina, Saudi
Arabia, etc) require taxpayers to obtain such a certificate.

Rationalise secondary adjustment provisions: It
requires the overseasrelated party torepatriate theamount
of transfer pricing adjustment to the Indian entity and also
reflect the adjustment in the book of accounts. If such an
amountis notrepatriated toIndia, it is treated asan advance
andinterestislevied thereon.Thisisalso called constructive
loanapproach.This creates an issuewhen the foreign entity
facesregulatory hurdlesin repatriating the money orwhere
it does not acknowledge the adjustment. In such cases, the
interest on the adjustment could be levied till perpetuity.

Many countries that follow the concept of secondary
adjustment follow the constructive dividend approach—a
one-time event whereby the transfer pricing adjustment is
treated as deemed dividend. This is unlike the constructive
loan approach, whereby the deemed loan may remain in
place for many years or even indefinitely, if not acknowl-
edged by the related party. There is a need for India to shift
to the constructive dividend approach.

Rationalisation of safe harbour rules: These were
introduced in 2013 and were rationalised in 2017.These
rules offered taxpayers an alternative to transfer pricing
audits, if they declared profits as specified. While these have
beenrationalised, thereis room forincreasing the threshold
for eligibility of safe harbour for specified services, which is
at X200 crore currently. Further,the margin for specified ser-
vices should be moderated in line with the margins con-
cluded in the APA proceedings.

Vincent van Gogh said: Great things are not done by
impulse, but by a series of small things brought together.
Most recommendations made above do not require major
changes existing provisions and instead just involve fine-
tuning.These changeswill goalongwayin easing the trans-
fer pricing compliance burden and minimising disputes.

N INDUSTRIAL STRATEGY in
India will benefit from the
country utilising its mineral
potential. According toa FICCI
report, every 1% increase in
the growth rate of mining and quarrying
leads to an increase of 1.2-1.4% in the
growth rate of industrial production. Yet
India has lacked an industrial policy since
1991, with the result that manufacturing’s
share of GDP has stagnated at 16% since
then,and its share in employment fell from
12.8% in 2012 to 11.5% in 2016 (while
NSSO PLFS 2017-18 shows no increase).

India has a lot of potential for discov-
ery of minerals as the continental land-
mass and its offshore consists of several
crustal elements going back ages. India is
blessed with ample resources of anumber
of minerals and has the geological envi-
ronment for many others, but currently
mining accounts only for around 2% of
GDP.Extraction and management of min-
erals must be integrated into the overall
industrial strategy. But India’s imports of
non-fuel minerals are much higher than
exports. Small-sized mines dominate the
industry. In addition, mining in India is
largely public-sector-driven, with public
enterprisesaccounting foraround 66% of
the value of mineral production; the rest
emanates from medium and small mines
that are largely private-operated.

Little is being spent on exploration of
minerals. If neither governments, Union
or state, nor PSUs are able to invest on the
scale required, then foreign and private

We've to rethink
our mining policy

Little is currently being spent on
exploration of minerals, regulation

of mining also remains an issue

MEHROTRA

Professor of Economics, JNU, and co-author of 'What's the Plan? India’s Develooment and
Planning—Its Past and Future' (Cambridge University Press)

firms will need to be incentivised. How-
ever, the government can well claim that
100% FDI has been permitted in mining.
So,what is holding investment back?
Regulation of mining remains anissue.
Given the widespread regulatory failure,
there is a need to create an independent
mining regulatoryauthorityforoversight
at the central and state level to restore
investor confidence. Primary regulatory
responsibility must lie with state govern-
ments. The first National Mineral Policy
(NMP 1993) allowed FDI up to 50% with
no limit on captive FDI, but little interest
was shown by foreign investors. Mean-
while, the lack of resources with public sec-
toragencies such as the Geological Survey
of India, Mineral Exploration Corporation
Ltd, and other state and central agencies

resulted in limited promotional explo-
ration. Then the National Mineral Explo-
ration Policy came in 2016, which is a
structured framework for comprehensive
explorationin the countrywith ajudicious
interplay of government support and pri-
vate innovation and enterprise.

However, FDI has not increased in min-
ing,althoughithasgrownsharplyin other
sectors (mainly in services,and to some
extent in brownfield manufacturingin the
form of takeovers). The amount of FDI in
miningwas $1.32 millionin 2000-01 and
$55.75 million in 2016-17. Clearly, min-
ingis not attracting foreign investment.

There have been repeated violations by
existing mining companies (Indian and
foreign), as well as governments, of social
and environmental impact assessment

guidelines. As part of its industrial policy,
the Union governmentwill have torethink
mining policy. The situation was brought
toahead byaAugust 2017 Supreme Court
judgment, which regarded the mineral
policyas outdated,and stated thata“fresh,
more effective, meaningful and imple-
mentable policy” needs to be developed.
Several issues are important (TERI
studies have pointed out). First,data from
the Geological Survey of India’s geological
mapping should be available in a geo-
graphic information system format to
facilitate entrepreneurs to take invest-
ment decisions for exploration. Second,
the Mines and Minerals (Development
and Regulation) Amendment Act, 2015,
has made auctions as the only mode of
granting mineral concessions. This

implies that the Indian Bureau of Mines
and the State Directorates of Mining need
to have the capacity to undertake mineral
resource estimate and reserve valuations.
This requires their capacity-building.
Third, mining has both backward and
forward linkages; these need tobe encour-
aged. This can be done by allowing free
transfer of concessions including mining
leases,and by giving a preference tovalue-
addition and end-usewhen calling bids for
mineral deposits.Fourth, scientifichuman
resources including knowledge at the
frontiers of geoscience has emerged as a
bottleneck. India will need more mining
engineers, geologists, geophysicists, geo-
chemistsand geoinformation experts.The
ministry of mines estimated that up to
2025 there will be a need to equip about

3,000 geoscientists and 40,000 mining
engineers overand above the normal sup-
ply (Kumar and Ganeshan, 2015).

Finally, because past mining opera-
tions had not given much attention to
rehabilitation of people uprooted by min-
ing,the MMDR Act 2015 provides for the
creation of a District Mineral Foundation
in every district affected by mining-
related operations to work for the benefit
of personsand areas affected by such oper-
ations. These foundations should deliver
on rehabilitation of old mines as well as
affected peoples; else, the affected will agi-
tate and demand mines to be closed.

Thereisan electricvehicle (EV) demand
rush that is likely to happen. There is a
major implication for global demand for
minerals used in EV batteries. Cobalt
demand will rise five times,as will demand
for copper and nickel. In a 2016 study
(Council on Energy, Environment and
Water), 12 most critical minerals (with
high economicimportance and high sup-
plyrisk) for India’s manufacturing growth
were identified. The study says that for
seven of these—and nearly half of the 49
minerals analysed—India is totally
import-dependent.If India is going to bet
big on EVs, then the challenge is even
greater. Again, the Chinese dominance in
EV-relevant minerals is overwhelming.
This creates exclusive markets for Chinese
batteryand EVmanufacturers,asituation
similarto solar panels.India needs a com-
prehensive strategy, i.e. the role of indus-
trial policy, in this sector.
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(the excess of revenue expenditure over rev-
enue receipts) for the last financial year.

As the table alongside shows, actual (A)
revenue deficit for 2018-19 is worse than the
revised estimates (RE) for the last financial
year. That, in turn, is largely because of a mas-
sive gap of Rs 1.67 lakh crore between the ex-
pected tax revenues for the past year and the
actual figures. This gap is mainly on account
of lower revenues from GST, customs duty and
corporation tax. The fall in revenues meant
that both the actual revenue expenditure and
capital expenditure were lower than the re-
vised estimates for the last financial year.

revenue projections, and by extension, cur-
tail the government’s capacity to spend more.
As such, the assumption about the nominal
GDP growth is another key variable to watch
out for in this Budget.

What about the welfare
schemes?

Apart from these major macroeconomic
variables, there are four key categories of
data that would be keenly observed given
the political economy surrounding them.

The first relates to the expected divi-
dends from India’s central bank. For while

cause of the monies that any disinvestment
would bring but also for the signal it pro-
vides about the new Modi government’s in-
tent to reduce government ownership in the
broader economy.

The third and related category is the
overall budgetary allocation towards the re-
capitalisation of public sector banks. Again,
not only will it have a bearing on the overall
fiscal deficit and the government capacity
to fund social welfare scheme, but also pro-
vide a window into the mind of the new
government’s approach towards reforming
inefficient public sector banks.

TELLING NUMBERS
Counting children living with
° (3 K ° ° r‘ﬁ
disabilities, in or out of school -
27%
9-YEAR-OLD CHILDREN Attendi
. ttending an
WITH DISABILITIES . : educational SivrLy Put
' institution -
T,
150 | - 15%
™ at to look for
Never attended an educational
educational institution institution earlier
o B
e In the Budget *s
Attending an educational institution 99,259 54,521 | 44,738
Attended one earlier 5,472 3,030 2,442
Never attended one 2,63,966 | 1,46,319 | 1,17,647 . . .
i — S ot it After welfare measures in interim Budget, how far
will full Budget be influenced by slow growth and
HILDREN WITH DISABILITIES AGED 5-1
: SABILITIES AGED 5-13 | lower than expected revenues? How to read the key
ATTENDING AN EDUCATIONAL INSTITUTION variables that will indicate what is in store
Children with disabilities 61.18% | 61.75% | 60.45%
All children 70.97% | 72.26% | 69.55%
ATTENDED ONE EARLIER
Children with disabilities 12.14% | 12.34% | 11.89%
All children 11.82% | 11.70% | 11.96%
NEVER ATTENDED ONE
Children with disabilities 26.68% | 25.92% | 27.66%
All children 17.21% | 16.04% | 18.49%
AUNESCO report notes how children THE STATES: CWDs AGED 5-19
living with disabilities are dispropor- °
tionately left out of the education sys- Itis clear that the finance minister would
temin India as compared to the over- &HMSI\EDUCAHONAL UDIT MISRA have to shore up total revenues, especially
all proportion of out-of-school NEW DELHI, JULY 4 tax revenues, if she wants to meetincreased
children (The Indian Express, July 3).  Goa 73.4% expenditure demands. Without this balanc-
Some of its highlights: Kerala 73.2% ON FEBRUARY 1 this year, Prime Minister  ing act, the fiscal deficit for the current year
78,64,636 children living with dis-  pjaharashtra 70.3% Narendra Modi had said: “Thisis aninterim  would likely suffer.
abilities in India, making up 1.7% of the Y Budget. This is just a trailer of the Budget .
total child population. Proportion Laks?adweep 695? which, after elections, will take India on the Nommal GDP growth
among boys (1.81%)thangirls (1.58%).  Manipur 69.4% path to development.” As Finance Minister 1S @ WOITY
3,68,697 five-year-olds living with ~ Himachal 67.7% Nirmala Sitharaman rises to present the full- What makes this job more difficult for her
disabilities. Of them, 27% attend edu- fledged Union Budget for the current finan-  isthe fact thatIndia’s economic growth seems
cational institutions, 72% have never A%%EDE%IONAL cial year, she faces the arduous task of show-  to be decelerating; India has already lost its
attended any; 1% have dropped out. IN N ER ing the complete picture. On the one hand, cherished “fastest-growing” major economy
61%of CWDs aged 5-19areattending ~ Daman &Diu 21.1% voters who have returned the BJP-led gov-  tagto China at the end of the fourth quarterin TUALFIGURES
an educational institution,compared  Qdisha 16.5% ernment with aresounding majority expect ~ 2018-19 when the real GDP grew by just 5.3% =T T TR T YA G Ve T YA T
to overall figure of 71% when all chil- Cuiarat 15.8% that the full-year Budget would further ex-  — the slowest in 20 quarters. Almost across I — e el RN AT BRRSSA d
dren are considered. 27% of CWDs ) , . — pand the welfare measures announcedinthe  the board, observers, including the RBI, have  Fiscal Deficit (%) 3.5 34 34 34
never attended any educationalinsti- ~ Karnataka 5.5% interim Budget. On the other, India’s eco-  rolled back India’s real GDP forecast for the o
tution, as opposed to the overall 17%  West Bengal 14.3% nomic growth has faltered further sincethe  current year. A crucial variable in this regard fevenue DEﬁC‘lt (as% 0l GDF) 26 Y 234 2l
for the entire child population. : o presentation of the interim Budget, making  is the finance ministry’s assumption of the ~ Revenue Receipts (as % of GDP) 14.35 17.30 15.64 19.78
) - . Tamil Nadu 13.7% : : ;
There is variation among states in it that much more difficult to come through  nominal GDP growth for the currentyear. The 13+ Revenues (in Rs lakh cr) 12.42 14.84 1317 17.05
school attendance of 5-19-year-olds. NEVER ATTENDED AN on those promises. nominal GDP growth (that is GDP growth at : : : : : .
Goaand Keralahave a higher percent-  EDUCATIONAL INSTITUTION current prices) is the most fundamental ~Revenue Expenditure (inRslakhcr) 18.79 21.41 20.08 24.48
; , R gt Lower than expected tax 1 5 - : : :
ge of children with disabilities at- Nagaland 38.9% ) building block of the Budget-making exer- Capital Expenditure (inRslakhcr)  2.63 317 3.03 3.36
tending schools. Odisha and West As 36.4% revenues are a spoiler cise. The government’s assumption of the " | Source: Budeetd Controlier Ceneral of A J CARE Rati
Bengal have more children with dis- sam L Thefirstkeyvariable towatchoutforisthe  nominal GDP growth decides the revenue =actual Source: Budget documents, Controller General of Accounts an atings
abilities dropping out of school than ~ Meghalaya 35.4% Fiscal Deficit (as a percentage of GDP). Fiscal ~ buoyancy, which, in turn, provides clarity
the national average. Over a third of =~ Daman & Diu 34.3% Deficit reflects the total borrowing require-  aboutthe possible level of expenditureitcan  now, the government and the RBI have been The last category would have to be the
the children with disabilities inthe  gjhar 33.8% ment of the government. The previous Modi  afford, given a pre-stipulated fiscal deficittar-  at loggerheads about the level of dividends  allocations to the flagship schemes of the
Northeastern states of Arunachal Arunachal 33.2% government had doneareasonablejoboflim-  get.In the interim Budget, thenfinancemin-  that the RBI needs to provide the national first Modi government. In the last five years,
Pradesh, Assam, Meghalaya and e iting fiscal deficit. For the current financial year  ister Piyush Goyal had assumed a nominal  exchequer. and especially in the last two, the previous
Nagaland have never attended an ed- Source for all data: UNESCO report, too, the fiscal deficithad beenbudgeted atthe ~ GDP growth rate of 11.5%. However, if growth The second relates to the overall disin-  government had announced several welfare
ucational institution. which attributes data to Census 2011 3.4% level. However, this number may see  isfaltering, thismay have tobereviseddown.  vestment proceeds the government hopes  schemes such as PM-KISAN (direct income
some change given the adverserevenuedeficit ~ Doing so, in turn, would further bring down  to raise this year. This is crucial not just be-  transfers for small farmers), income tax ex-

emptions (for the lower middle class), pen-
sions for the workers in the unorganised sec-
tor as well as the Ayushman Bharat scheme
for providing healthcare cover to the poor.
However, the allocations in many such
schemes were considered inadequate in re-
lation to the ambitious targets that had been
set for them. For instance, for Ayushman
Bharat, which is arguably the world’s largest
health insurance scheme as it seeks to pro-
vide health insurance of Rs 5 lakh to 10 crore
poorest families (that is 50 crore individu-
als), the current Budget allocation of Rs
6,400 crore is hardly enough.

What Pak hopes to convey with cases against Saeed, why India unconvinced

SHUBHAJITROY
NEW DELHI,JULY 4

ON SEPTEMBER 30 last year, a week after
India cancelled the proposed bilateral meet-
ing with Pakistan’s foreign minister in New
York, a minister in the Imran Khan govern-
ment shared the stage with Laskhar-e-Taiba
and Jamat-ud-Dawa founder Hafiz Saeed.

It was India’s moment to say “I told you
so” about Pakistan’s sincerity in cracking
down on terrorist groups and their leaders.
But, a larger takeaway for India was that this
exposed Pakistan’s new Prime Minister —
who had won the elections that July and been
sworn in the following month — as cosying
up to anti-India groups and leaders even as
he talked peace and pushed for dialogue.

So, Pakistan’s latest moves against Saeed
has not impressed many in South Block.

Pak action, India reaction

On Wednesday, Pakistan lodged 23 cases
on charges of terrorist financing and facilita-
tion against 26/11 mastermind Saeed and a
dozen members of his groups, as well as five
banned outfits showcasing themselves as
charity organisations. Pakistan’s Punjab
Counter-Terrorism Department (CTD) said it
has registered the cases in Lahore, Gujranwala
and Multan for collection of funds for terror fi-
nancing through assets or properties in the
names of trusts or non-profit organisations.

“Large scale investigations launched into
financing matters of proscribed organisations
Jamat ud Dawa & Lashkar-e-Taiba in connec-
tion with the implementation of UN Sanctions

against these Designated Entities & Persons as
directed by NSC (National Security Committee)
in its Meeting of 1st January 2019 chaired by
the PM Imran Khan forimplementing National
Action Plan,” the CTD said in a statement.

According to CTD, on July 1 and 2, it reg-
istered the 23 cases against the leadership of
JuD (Jamat ud Dawa), LeT (Lashkar-e-Taiba)
& FIF (Falah-i-Insaniyat Foundation) for mak-
ing assets from terror financing through the
following trusts and non-profit organisa-
tions: Dawat ul Irshad Trust, Muaz Bin Jabal
Trust, Al-Anfaal Trust, Al Hamd Trust and Al
Madina Foundation Trust.

Apart from Saeed, CTD also named other
leaders of JuD & LeT who have been booked,
including his aides Abdul Rehman Makki,
Malik Zafar Igbal, Ameer Hamaza,
Muhammad Yahya Aziz, Muhammad
Naeem, Mohsin Bilal, Abdul Rageeb, Ahmad
Daud, Muhammad Ayub, Abdullah Ubaid,
Muhammad Ali and Abdul Ghaffar.

India has reacted sharply, unimpressed
by Pakistan’s moves. The Ministry of External
Affairs’ official spokesperson Raveesh Kumar
said on Thursday, “Pakistan is trying to hood-
wink the international community on tak-
ing action against terror groups. Let us not
get fooled by cosmetic steps against terror
groups by Pakistan.”

Having learnt from past experience, India
is much more cautious this time.

Held, released, held...

Saeed was, possibly for the first time, de-
tained in December 2001, after the
Parliament attack. Pakistan took Saeed into
custody on December 21, 2001 after India

had built pressure and asserted that he was
involved in the December 13, 2001 attack.
Saeed was held until March 31, 2002, re-
leased, then taken back into custody on May
15. He was placed under house arrest until
October 31, 2002 after his wife Maimoona
Saeed sued the province of Punjab and the
Pakistan federal government for what she
claimed was an illegal detention.

After the July 11, 2006 Mumbai train
bombings, the provincial government of
Punjab (Pakistan) arrested him on August 9
and kept him under house arrest but he was
released on August 28 after a Lahore High
Court order. He was arrested again the same
day by the provincial government and was
keptin the Canal Rest House in Sheikhupura.
He was released after a Lahore High Court
order on October 17, 2006.

After the November 2008 Mumbai terror
attacks, India submitted a request to the UN
Security Council to put JuD and Saeed on the
UN list of global terrorists. On December 11,
2008, he was again placed under house ar-
restwhen the UN declared JuD as an LeT front.

Saeed was held in house arrest under the
Maintenance of Public Order law, which al-
lowed authorities to detain temporarily in-
dividuals deemed likely to create disorder,
until early June 2009 when the Lahore High
Court, deeming the detention unconstitu-
tional, ordered his release.

On July 6, 2009, Pakistan’s government
filed an appeal against the court’s decision.
Deputy Attorney General Shah Khawar told
the Associated Press that “Hafiz Saeed at lib-
erty is a security threat.”

On August 25,2009, Interpol issued a Red

Hafiz Saeed in Islamabad in 2011. APfile

Corner Notice against Saeed, along with Zaki-
ur Rehman Lakhvi, in response to Indian re-
quests for his extradition. Saeed was again
placed under house arrest by the Pakistani
authorities in September 2009. On October
12,2009, the Lahore High Court quashed all
cases against him and set him free.
Frustrated with what it saw as Pakistan’s
lack of seriousness, New Delhi even disclosed
alist of 50 most wanted fugitives in May 2011.
In April 2012, the US announced a bounty
of $10 million on Saeed for his role in the
2008 Mumbai attacks. After the bountry,
Saeed gave an interview and said, “I am liv-
ing my life in the open and the US can contact
me whenever they want.” Throughout, he

has been giving anti-India speeches and
roams around freely in Pakistan.

He was once again put under house ar-
rest in January 2017, as the Financial Action
Task Force (FATF) started scrutinising
Pakistan’s record against terrorism. In an un-
usual move, Pakistan’s Army said at that time
that the detention was a “policy decision in
the national interest” as the government an-
nounced that Saeed’s 90-day house arrest
could be extended if required.

On November 24, 2017, Pakistani author-
ities announced that Saeed had beenreleased
from house arrest earlier in the week after the
Lahore High Court concluded that there was
“nothing tangible” in the evidence presented
against him in a government request to ex-
tend his detention. The US and India released
statements criticising the move.

So, much of the Indian establishment
sees the latest FIRs as a replay of the past.

Why act now

Pakistan began its latest moves on July 1,
the date when its all-weather ally China took
over as the chair of FATF.

The moves came days after the G-20 dec-
laration at the Osaka summit on June 28-29
gave primacy to the FATF's “essential role”
and called for the effective implementation
of its standards. On June 21, at the FATF ple-
nary session in Orlando, the US (the then
FATF chair) had told Pakistan that it could
face blacklisting at its next session in October
ifit did not adhere to its commitments to stop
access to funds for terror groups.

Pakistan’s CTD statement said: “Large
scale investigations have been launched into

matters of JuD, LeT & FIF regarding their hold-
ing & use of Trusts to raise funds for terrorism
financing. They made these assets from funds
of terrorism financing, they held & used these
assets to raise more funds for further terror-
ism financing. Hence, they committed mul-
tiple offences of terrorism financing & money
laundering under Anti-Terrorism Act 1997.
They will be prosecuted in ATCs (Anti
Terrorism Courts) for commission of these of-
fences. These Assets/NPOs have already been
taken over by the government in compliance
with UN Sanctions.”

The FATF once again takes up Pakistan’s
case in September-October, and Pakistan’s ac-
tion is being seen as a move to avoid being
blacklisted and even come out of the grey-list.
Its nod to Beijing, so that China lifted its tech-
nical hold and let Azhar be listed as a global ter-
rorist, is also seen as a move in this direction.
With China as the new FATF chair, Pakistan is
building a case of good behaviour for itself in
front of the international community.

Thatis the reason India has been demand-
ing “credible, sustainable, visible and irre-
versible” action against these terror groups
and theirleaders. It believes Pakistan is taking
these measures so that China can show to the
world that its all-weather ally is serious about
taking action against terrorists.

Until it is convinced of Islamabad’s and
Rawlpindi’s sincerity, India will keep pushing
for Pakistan to be blacklisted, which will have
a debilitating effect on Pakistan’s economy.
And Imran Khan and Pakistan’s Army - which
is aware of these risks - are perceived to be
taking these steps to ward off blacklisting
and possibly get out of the grey-list.
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BECAUSE THE TRUTH

TTHE GROWTH DRIVER

Economic Survey rightly recognises the main challenge:
Reviving private investment

INVOLVES US ALL

OR AN ECONOMY in slowdown mode, the key to reviving the growth momentum

is private investment, which is a function of the “animal spirits” of entrepreneurs.

One must give credit to the Finance Ministry’s Economic Survey, unveiled a day

before the presentation of the Narendra Modi government's first Union Budget in
its second innings, for recognising this basic truth. Although it does not explicitly admit it,
the Indian economy is, indeed, today caught in a vicious cycle of investments not happen-
ing on the ground, jobs drying up and, in turn, impacting income and consumption. This is
the opposite of what happens ina virtuous cycle, where “investment, productivity growth,
job creation, demand and exports feed into each other and enable animal spirits in the econ-
omy to thrive”. The Survey is right that the macroeconomic stability indicators — whether
pertaining to inflation, external current account or even fiscal balances — are much better
than they were five years ago and it is time to “shift gears” to enable an average annual real
GDP growth of 8 per cent for India to become a $5 trillion economy by 2024-25. But the key
driver for it is investment — more specifically, private investment.

But how does one get firms to invest, which is ultimately a forward-looking activity?
It basically requires the upfront costs of a project to be less than the present value of the
expected rewards from the investment. The Survey has pointed out — which may not be
in sync with the Reserve Bank of India’s views, at least till recently — that real rates of in-
terest in India have increased significantly over the years and are high even on cross-
country comparison. There is, therefore, need to lower the cost of capital. Further, it has
argued that the country only needs a “mildly positive real rate”, which will not necessar-
ily lead to lower savings. Savings are driven primarily by demographics and income
growth: Both of these are favourable for India, given a rising proportion of its working
population that will both earn more and save more.

There are other useful suggestions by the Survey that may be worth considering. The
firstis aredesign of tax policy, including for start-ups. High tax rates on corporate profits
and notices received by new economy companies on angel funding from venture capi-
tal investors are certainly not a good idea. They need a complete review, especially in the
current context where animal spirits are low. Reviving those spirits will present the biggest
and most immediate challenge for the Modi government as it begins its second term.

MUMBATI'S TRAGEDY

Another monsoon takes a heavy toll, spotlighting corruption
and incompetence in infrastructure planning and governance

NOTHER MUMBAI MONSOON tragedy has yielded another high-level in-

quiry, this time to probe the circumstances in which at least 26 Mumbaikars

died when a wall along a suburban hillock collapsed on two shanty colonies.

technical experts’ committee will also probe if the quality of construction

and design of the wall along the slope was appropriate. Meanwhile, the first week of rains

left thousands with flooded and damaged homes and vehicles. The suburban railway

and bus transportation systems are counting their losses, running into crores, from flood

water ingress. Thousands of underground water tanks in suburban residential colonies

are contaminated, and municipal authorities are bracing for an impending round of vi-

ral and water-borne diseases. Incidentally, even as rains battered the financial capital ear-

lier this week, a CAG report tabled in the Maharashtra state legislature slammed agencies
for incomplete works on flood preparedness.

After every major tragedy in Mumbai, inquiry reports point to blinkered urban plan-
ning and moribund municipal governance. Meanwhile, the tiresome trope about Mumbai’s
resilience almost appears to be its undoing — the city that never stops returns to business
as usual and long-term corrective measures are forgotten. At least two near-stampedes
on stations on the suburban railway system were reported this past week, almost as if 23
Mumbaikars headed to work never died in the September 2017 Elphinstone Road station
stampede. After the 2005 deluge that claimed over 700 lives in the city after a 944 mm
downpour in a single day, not only were large parts of a fact-finding committee’s recom-
mendations never implemented, but 14 years and several hundred crores later, a project
to rejuvenate the Mithi River, Mumbai’s mother drainage system, remains incomplete.
Faced with citizens’ anger, top officials and the Shiv Sena’s heir apparent Aaditya Thackeray
parried, saying this week’s record rainfall must be looked at in the context of climate change.
But very recent lessons on sustainable development are already a hazy memory. Just last
monsoon, the marooning of satellite towns, Vasai-Virar, following a three-day deluge sug-
gested that the devastating results of Mumbai’s development trajectory were playing out
in a suburb, not in a distant future. The peculiarity of Vasai-Virar’s relatively inexpensive
housing market is the widespread construction on flood plains, reclaimed wetlands and
former salt pan lands — all buffers against flooding.

Corruption and incompetence in infrastructure planning and governance cannot be
brushed under the climate change carpet. Various agencies responsible for Mumbai’s
ramshackle systems must do both — fix accountability for the dereliction and simultane-
ously mandate scientific sustainability studies to inform all development planning, zon-
ing initiatives, real estate development and mass transit projects.

TRUMP’S PARADE

US President has upped the firepower of the annual Fourth of
July celebration, and the Democrats thinkit’s just narcissism

MERICA HAS ALWAYS celebrated the Fourth of July with things that go bang.

But this year, President Trump is shooting for bigger bang for buck than mere

fireworks can offer. The parade in Washington, which is generally associ-

ated with marching bands and warm feelings of togetherness, features
Bradley armoured personnel carriers and Abrams tanks this year, at the very spot where
Martin Luther King declared that he had a dream. That spells BAE Systems and General
Dynamics, companies at the heart of the military-industrial complex. And the high point,
according to Trump, is a “flyover” by F-18 Hornets, which means Boeing. The Americans
are very accurate in terming it a flyover, rather than a flypast, as we do, despite the evi-
dence of our senses. For us, a flyover signifies urban infrastructure, which regularly comes
crashing down. Not a good omen for a parade.

Trump was apparently inspired to launch a Salute to America parade bristling with mil-
itary hardware after seeing tanks roll down the Champs-Elysées in a French parade. But
India could have served as an even finer model, for our Republic Day parade was inspired
by the world-beating Victory Day parade in Moscow’s Red Square. Russia’s annual display
of military hardware, which has traditionally featured gigantic ballistic missiles on their
launchers, has rivalled Soviet monumental statuary as the most forceful expression of
revolutionary triumphalism and continues to perplex and awe the world.

In India, though, some diffidence is sometimes expressed over the public display of
weaponry. The parade down Rajpath, it is argued, was an important element of the self-
assertion of a young nation, but may have outlived its usefulness. In America, the Democrats
have dismissed Trump’s extravaganza as yet another symptom of his narcissism, and a
means to politicise the forces. But obviously, Trump will not let them rain on his parade.
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WORDLY WISE

I AM FAVOUR OF CUTTING TAXES UNDER ANY
CIRCUMSTANCES AND FOR ANY EXCUSE, FOR ANY

REASON, WHENEVER IT'S POSSIBLE.
— MILTON FRIEDMAN

The saga of Hafiz Saeed
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—

As Pakistan initiates 23 cases against him and his aides

for terrorism financing, a look at the fraught context

KHALED AHMED

WHEN AN “UNDER pressure” Pakistan initi-
ated “23 cases against Hafiz Saeed and his 12
aides over terrorism-financing”, the news
was immediately flashed on the front pages
of all the major Indian newspapers. In
Pakistan, only Daily Times carried the story on
July 4: “The counter-terrorism department
(CTD) said it had launched 23 cases against
Hafiz Saeed and 12 of his aides for using five
trusts to collect funds and donations for
Lashkar-e-Taiba (LeT). Two banned LeT-
linked charities, Jamaat-ud-Dawa (JuD) and
Falah-e-Insaniat Foundation (FIF), were also
targeted, the department said in a statement.
‘All the assets of these organisations and indi-
viduals will be frozen and taken over by the
state’, said a counter-terrorism senior official,
speaking on the condition of anonymity be-
cause he was not authorised to speak pub-
licly.” The counter-terrorism department said
the actionisin accordance with UN sanctions
against the individuals and entities.

According to the CTD pressrelease, those
booked include Hafiz Saeed, Abdul Rehman
Makki, Malik Zafar Igbal, Ameer Hamza,
Yahya Aziz, Naeem Sheikh, Mohsin Bilal,
Abdul Rageeb, Ahmad Daud, Muhammad
Ayub, Abdullah Ubaid, Muhammad Ali and
Abdul Ghaffar. The cases were registered in
Lahore, Gujranwala and Multan on July 1-2
“for collection of funds for terrorism financ-
ing through assets/properties made and held
in the names of trusts/non-profit organisa-
tions (NPO)”, including Al-Anfaal Trust, Dawat
ulIrshad Trust, Muaz Bin Jabal Trust, AlHamd
Trust and Al Madina Foundation Trust.

No mention was made of the courts Hafiz
Saeed had been running across the country.
In 2016, the daily, The News (April 9, 2016),
had disclosed that Saeed had been doing
something unforgivable: Running stealth
courts in violation of the constitution of
Pakistan: “The supra-constitutional Sharia
courts, established by Jamaat-ud-Dawa

The pressure this month to
‘do something’ has come
from the Paris-based
Financial Action Task Force
(FATT), which, last year,
placed Pakistan on its ‘grey
list’ of countries with
inadequate controls over
money-laundering and
terrorism-financing. The
international watchdog gave
Pakistan an October 2019
deadline ‘to improve its
efforts against terrorism-
financing’ if it didn’t want to
end up on the black list. The
United States had offered
$10 million for Hafiz Saeed’s
head; Pakistan finally offered
it on a platter and, as quid
pro quo, got the US to
declare the Balochistan
Liberation Army (BLA) a
terrorist organisation.

(JuD), operate across the country and only
the Lahore court of this parallel judicial sys-
tem has issued verdicts in 5,550 cases, in-
cluding murder trials”.

Working for The Friday Times in 2002, the
writer of this column had written something
for which Hafiz Saeed had issued a legal no-
tice to him “for denigrating the Companions
of the Prophet”. After discovering that nei-
ther the Punjab government, nor the legal
establishment, were prepared to defend him
in court — lawyers had refused to take the
case — he was forced to present himself at
the stately office of Hafiz Saeed on Lake Road,
Lahore, and abjectly beg him for mercy,
which he gracefully bestowed on him. The
“offending article” had contained the follow-
ing paragraph in The Friday Times.

“Very little has appeared in the press
about the politics of Hafiz Saeed’s Lashkar-e-
Taiba and its mother organisation, Dawat wal-
Irshad, because of the close coordination it
enjoyed withits ‘handlers’. Hafiz Saeed in his
early heady days took on Ahle Hadith (with
whom he shared his Wahhabi creed) and crit-
icised their inertia with regard to jihad. Ahle
Hadith (Sajid Mir faction) hit back and dis-
cussed details about Lashkar-e-Taiba that no
one in Pakistan dared discuss for fear of the
state. One 1993 cassette containing the
khutba-e-juma in Faisalabad of Qari Abdul
Hafeez of Ahle Hadith (Sajid Mir faction) de-
scribed the activities of Lashkar-e-Taiba that
could only be condoned in deference toiits ef-
fective participation in the covert war in
Kashmir.”

The charges levelled by Qari Hafeez can
be summarised as follows. “Despite the fact
that the leaders of Lashkar-e-Taiba held that
a boy going for jihad did not need the per-
mission of his parents, their own sons did not
go to jihad because ‘their mothers did not
give permission’; that the Abu Jandal Group
of the Lashkar looted banks in Pakistan in the

(wrongly attributed) tradition of a
Companion of the Prophet (PBUH) who used
to loot caravans to strengthen Islam; that
members of the Lashkar abducted Barelvi
girls and kept them as slaves, claiming that
Hafiz Saeed had allowed the custom of keep-
ing slave girls; and that colossal sums of
money gathered in the name of jihad were
pocketed by the leaders of Lashkar.”

The pressure this month to “do some-
thing” has come from the Paris-based
Financial Action Task Force (FATF), which, last
year, placed Pakistan on its “grey list” of coun-
tries with inadequate controls over money-
laundering and terrorism-financing. The in-
ternational watchdog gave Pakistan an
October 2019 deadline “to improve its efforts
against terrorism-financing” if it didn’t want
to end up on the black list. The United States
had offered $10 million for Hafiz Saeed’s
head; Pakistan finally offered it on a platter
and, as quid pro quo, got the US to declare the
Balochistan Liberation Army (BLA) a terror-
istorganisation. The BLA has been India’s tit-
for-tat response for the Pakistani “nonstate
actors” attacking inside India.

The “case” Pakistan pretended to run
against Hafiz Saeed’s strongman, Lakhwi,
had come to nothing for “lack of evidence”.
Yet, Geo TV's anchor, Kamran Khan, in his
November 12, 2012 programme had re-
vealed that Pakistani officials had told the
anti-terrorism court judge, Chaudhry
Habibur Rehman, on November 10, 2012,
that terrorists who attacked and killed over
166 innocent people in Mumbai on
November 26, 2012, belonged to Lashkar-e-
Taiba and that they had trained in various
cities of Pakistan. The mastermind of this at-
tack, Zakiur Rehman Lakhvi, was under trial
at Adiala Jail in Rawalpindi.

The writer is consulting editor,
Newsweek Pakistan

ARCHNA SHUKLA

A CONVENIENT DISSENT

Mahua Moitra’s critique of PM Modi is selective, would fit CM Mamata Banerjee

THE ALLEGATIONS of plagiarism against
Trinamool Congress MP Mahua Moitra with
regard to her maiden speech in Parliament
are puerile. Moitra’s speech is not a piece of
literature or a research paper to which orig-
inality is sacrosanct. She made a political
speech in which she used some arguments to
establish a premise. That her arguments
were borrowed neither weakens her prem-
ise nor delegitimises it.

For the uninitiated, Moitra mounted a
spirited attack on the Prime Minister
Narendra Modi-led government in her
speechin Parliament on June 25.She argued
that fascism was on the rise in India under
PM Modi’s reign and listed seven points to
substantiate her argument.

It wasn’t the first time the Modi govern-
ment was called fascist. It wasn’t the first
time issues such as a rise in nationalism, an
increase in hate crimes, subjugation of the
media, and disdain for intellectuals were
raised in Parliament. Yet, Moitra’s sharp artic-
ulation of these points along with her gutsy
call — that her voice of dissent be defended
against that of “professional hecklers” — in-
side Parliament, caught people’s attention.

Two days later, some eager beaver found
a 2017 article published by the US-based
Washington Monthly that cited a poster in the
US Holocaust Museum that had listed 12
early signs of fascism in a country. Indeed,
Moitra had picked seven of her points from
this poster. Post this discovery, Moitra’s de-
tractors went on a rampage, alleging her
speech was plagiarised and called it an un-
precedented incident in the history of
Parliament.

It is the stark similarities —
between what Moitra
described as the signs of
fascism in Modi’s India and
Banerjee’s West Bengal —
that make her speech
puzzling and beg the
question: Why would
Moitra let out a war cry
against Modji’s fascism and
remain a flag bearer of
Banerjee’s brand of politics
when, inherently, the two are
the same? It is her selective
condemnation that makes
her speech dishonest and
hurts the spirit of dissent she
invoked in Parliament.
Raising dissent when
convenient is unprincipled
opportunism.

While the allegations of plagiarism do
seem like a desperate attempt to discredit a
bright and young MP, who definitely stood
out in the midst of a largely dull and weak
Opposition, there is a fundamental problem
with her speech.

There is nothing in Moitra’s entire ora-
tion that would seem out of place if it were to
be repeated, as it is, in the West Bengal
Assembly against her current political men-
tor and Trinamool Congress president
Mamata Banerjee.

From using the state’s entire adminis-
trative machinery as an extension of her
party to perpetrating a culture of sub-na-
tionalism, from complete intolerance to dis-
sent to calls for extreme revenge against ri-
vals, from attacks on artists and cultural
organisations to sustained political violence,
the numerous chit fund scams, and,
Banerjee’s alleged patronage to those be-
hind the scams — all these would qualify as
signs of fascism, as listed in the poster in the
Holocaust Museum that Moitra took inspi-
ration from for her speech.

The most ironic among these was
Moitra’s forceful accusation with regard to
the subjugation or the controlling of mass
media by “one man”, a reference to Modi,
in the country. She comes from a state that
can be a textbook case in how the media is
used to serve politics. The Rose Valley and
Saradha scams in West Bengal, which have
financial fraud and diverse news businesses
at their core, are instances of a dangerous
nexus between corporate power, media and
the state.

Itis the stark similarities — between what

Moitra described as the signs of fascism in
Modi’s India and Banerjee’s West Bengal —
that make her speech puzzling and beg the
question: Why would Moitra let out a war
cry against Modi's fascism and remain a flag
bearer of Banerjee’s brand of politics when,
inherently, the two are the same?

It is her selective condemnation that
makes her speech dishonest and hurts the
spirit of dissent she invoked in Parliament.
Raising dissent when convenient is unprin-
cipled opportunism.

Also, it can’t be her case that only the rob-
ber with the bigger heist be hanged. If rob-
bery is a crime, then big or small don’t
matter.

Moitra, however, was unerring in claim-
ing the space the Opposition has got inside
the current Parliament. To borrow her words,
the totality of the mandate the BJP has in the
House does demand that the Opposition’s
right to speak and be heard are uncondition-
ally defended.

At the same time, the Opposition needs
more than well-structured speeches to de-
fend its space. A professionally brilliant
speech invoking ideal political principles
might tug at the mind-strings of those who
get easily taken in by attributes such as clear
articulation and a polished persona —add to
that, impeccable English. Butit won’t cutice
with those whose world is more real and re-
moved from ideal philosophies.

If Parliament is not a space for profes-
sional hecklers, it shouldn’'t become a refuge
for professional orators either.

The writer is a Delhi-based journalist
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URS’S CONGRESS

The convention of Congressmen convened
by Devaraj Urs scored a striking success in
fusing the hearts of all Congressmen op-
posed to Indira Gandhi and paved the way
for an early session of the pre-1978 split ses-
sion of the AICC. This will in turn formalise
the unity of the two Congresses and prepare
the ground for former Congressmen — now
in other parties — also to come under the
banner of the Indian National Congress.
Sceptics who doubted the success of the con-
vention were surprised as speaker after
speaker not only upheld the unity idea but
also showered praise on Urs for taking the
lead in making this fusion possible.

ALCOHOL AS FUEL

ATEAM OF experts is going to Brazil to study
various aspects of the use of alcohol as fuel for
automobiles in place of petrol. The petroleum
and chemicals ministry has decided to try to
find substitutes for gasoline following the
steep rise in crude prices and the problem of
its availability. Brazil has successfully experi-
mented with blending alcohol with petrol for
use in automobiles without any engine reno-
vation or adaptation of the carburettors.
According to reports, ablend containing upto
20 per cent alcohol can give good results and
lead to saving of fuel. The ministry has inten-
sified research within India to examine the
best combination for the blend. IIT Delhi and

the Faridabad Research and Development
Centre of the Indian Oil Corporation have been
entrusted with this task.

CHINA SLOWDOWN

IN AN UNUSUAL fit of frankness, China’s
leaders have told the nation’s 960 million
people that they face three years of tight
budgets, hard work and economic readjust-
ment before they can resume the “new leap
forward” towards industrial modernisation.
However, Premier Hua Guofeng delivered a
glowing report to the second session of the
fifth National People’s Congress as to how
well the economy had recovered from the
near-collapse of 1976.
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A new deal for Kashmir

Constitutional concessions have failed to facilitate the Valley’s
assimilation with India. The rules of engagement need to change

WHAT THE OTHERS SAY

“The fact is, while Pakistan has gone the extra mile to open channels for peace,
the Indian side has shown an arrogant indifference to resuming bilateral talks.”
—DAWN

On the edge of the
big league

Geopolitical leverage is no more limited to a few
countries. India too can project its soft power,
take smart, fast decisions

IT HAS BEEN nearly three decades since th
separatist movement in Kashmir, Simimeri
beneath the surface right from the accessic
of Kashmir in 1948 itself, turned into a fu
blown armed insurgency. It is a conflict t
hasled to three-and-a-half wars as well as
insurgency that is well into adulthood.
Kashmir has been the stage for two nuclear
armed neighbours to play their own 21s
tury blood-soaked version of the Great G
Itisagame that has been encouraged b
has in equal measure, exasperated the
powers that have jostled for space anc
macy through the Cold War and the post
War international order. Like Berlin, B
and Afghanistan, Kashmir too has come
cupy a strange place in geopolitics. Eac
of us imagines and inhabits a differen
sion of Kashmir. Not just geographicall
metaphorically too, Kashmir stands attl
tersection of many different forces. Any
tion that aspires for lasting peace hasto
ple with this complexity. In the middle @
strategic and historical jigsaw puzzle, we
fight for the idea of India in Kashmirface
tough choices.

To get a first-hand feel of its contr
tions, all one has to do is drive throug
length and breadth of the Valley. The
daily traffic jams in Srinagar. The major
ways and other arterial roads are choked
traffic. The entire Valley, especially the
ropolitan area of Srinagar, is buzzing W
construction activity. Barring the most re-
mote mountains, all the dwellings that I have
seen are twin storeys and made from con-
struction materials that signal a minimum
standard of economic well-being. Whatever
is driving the militancy in Kashmir, it is cer-
tainly not economic deprivation. Which requires an extensive and expensive

On the flip side, armed personnébnedgingnsurgency grid in Kashmir, is the
different shades of the uniform ardessgikvatof all possible scenarios. According
all major intersections and at majotdrttdsweizool of thought, India can easily live
on the national highways. Every Yeilhdhgg;urrent level of casualties and eco-
fierce gun battles take place imehudeqstsinvolved inmaintaining our pres-
hotspots of South Kashmir. The mogil@ ke&ashmir. Eventually, the expectation
spewing bile against India by reidimt aiear-weary and traumatised popula-
from sermons scripted for them bytiqmmﬂhtire out. It is further hoped that the
dlers in the ISL. The Joint Réxikefeeal supportcaused by wearinesswill
Leadership keeps calling forpbesuadesthejihadiseparatistsand theirmen-
However, post Pulwama and Balaléot; gimdiakistan to back off and the insurgency
sponse to these bandhs has been niwvitbi@deiaway.
almost as if there is a collective, tABagécond approach is one advocated by
muted, realisation that pushing thiiggy becal section of our intelligentsia and
yond the brink between India andiPalseciety. I call it the abdication approach.
would be a disaster for the Valley/Thersliiiig to this view, India has a very weak
of the militant struggle appearegahand moral case in Kashmir. It sees
shifted to social media. As on datel&jihaes as perpetual victims and the
in Kashmir is 90 per cent virtual dnditmséate and its agencies as permanent
centreal. This has to be the most urkitlaag/dherefore, lasting peace in Kashmir
zone that has seen almost three detatleadfieved only by conceding all the de-
violence and unrest. It is a puzzle Wiaéshé Kashmiri separatists, which may
pieces are constantly changing shajp@ige filam complete autonomy to outright
they never quite fit together. independence or merger with Pakistan. This

Undoubtedly, these years of irjseadyglosses over the views of the peo-
have extracted a terrible toll in humdaldioéfasgmu and Ladakh. It also ignores the
per official records, nearly 50,000 p&epkitiugsions for the idea of India. What im-
lost their lives. This includes neappga3)80d the secession of Kashmir have on
militants, nearly 6,000 security fothes sufainational aspirations based on eth-
over 20,000 civilians. Clearly, this lei@tyfaiguage, and religion? And given that
olence has imposed terrible costs, histamtiséadeology has been a key driver of the
cial and economic, on all sides. THaititaeéy in Kashmir, what would it do to
status quo, with its high levels of dePiddtieltuslim relations in the rest of the
by Indian security forces, and the setaioyallhe aftermath of such a separation
spectacular terror strike by jihadi véptdeignake the original Partition of India,
cannot be our final destination in Kagtiniigmillion casualties, look like a picnic.

Broadly speaking, there are three oPidtiird approach is one that was com-
before us in Kashmir. The first is whpi¢taly ié the table for the first 70 years of in-
attrition-driven approach. In this dgpes¢ént India but is increasingly talked
India does not make any changes to eettirisiall it the assimilation approach. It rests
tutional relationship with Kashmoitt®hetief that the separatist sentiment that
maintains an unrelenting security pestogenr feature of Kashmiri politics since
the Valley. That is to say the current st3#éapud,the militancy that has raged in the

state since 1990, both draw sustenance from

The separatist sentiment
that has been a feature of
Kashmiri politics since 1948
and the militancy that has
raged in the state since 1990,
both draw sustenance from
the constitutional
arrangements, namely
Articles 35 A and 370, that
have defined Kashmir’s
relationship with India.
Without dismantling this
structure, separatism and
militancy will always strike
a chord among a large
section of the population

in the Valley.

Suvajit Dey
the constitutional arrangements, namely
Articles 35 A and 370, that have defined
Kashmir’s relationship with India. Without
dismantling this structure, separatism and
militancy will always strike a chord among a
large section of the population in the Valley.
Together, these Articles have frozen the de-
mography and politics of the state and skewed
it in favour of the Muslim majority from the
Kashmir Valley. Some of them favour azadi,
some favour a merger with Pakistan. And al-
most all of them have an issue accepting the
idea of India. Unless this structural dominance
of the Valley is dismantled, no amount of op-
erational successes can end the raging fire of
insurgency in Kashmir.

[ would argue that the time has come to
seriously consider the merits of the third ap-
proach. Could it lead to a period of extremely
violent public protests in Kashmir? Probably.
Does the Indian nation-state have the eco-
nomic heft, the military resources and the in-
ternational clout to get a grip on this pro-
longed period of unrest? Most certainly. It is
heartening that for the first time in our gen-
eral elections, the legal status of Kashmir oc-
cupied centrestage in public debate. The re-
sounding mandate given to the government
also appears to be a clear preference for al-
tering the fundamentals of Kashmir’s rela-
tionship with India. The concessions agreed
upon at the time of accession of Kashmir to
India were given in the expectation that they
would facilitate Kashmir’s complete assimi-
lation. The four decades of separatist politics
and three decades of violence that have fol-
lowed prove that it was an unrealistic expec-
tation. The time has come to change the rules
of engagement, not just militarily, as we saw
with Balakot, but also constitutionally. The
idea of India cannot be held indefinitely
hostage to the petulant fantasies of azadi.

The writeris an IPS officer serving in
Kashmir. Views are personal
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LyNcH MOBS
“Prime Minister Jacinda Ardern took charge
SIASAT, IN ITS June 28 editorial, takestgmthathised” with the community.
lynching of Tabrez Ansari in Jharkharld1tséf on June 26 has an editorial titled
paper believes that “the prime mini$teyjspoieTashaddud?’(mob violence). The
in Parliament using Tabrez Ansari@sapager expresses says that minorities be-
cuse. While he appeared to be wantlieyerttmat things “would improve after the
demn the murder, he ended up def@ulisgtitbthe fear in the hearts of minorities
Jharkhand government”. The editorabaddetvb. PM Modi had said before he took
that “thisis a kind of a political statdmseptina second time that his government
the PM has tried to evade responsiplitet\Merk towards the progress of 130 crore
did not make it clear that as the leqaapiétHe had also taken the name of minori-
BJP, will he put pressure on the JharliiesaigdMuslims and said that we don’t treat
ernment and force themtoact?” themlike avote bankasothersdo.He had ac-
Aagon June 27 has an editorial itieslylPHged that they have the right to better
kisi Shaista ka suhaag na ujade’, refertieg diseis... The PM also said the government
to Tabrez Ansari’s wife. The editorfalaeltbpitsce the veil of deception the Muslim
that 24-year-old Ansari was killed byachieleritkept under.” But within days, says
says: “Itis sad that the cowards decidbé teditorial, circumstances again “disap-
claim the act of violence loudly angbpirtedtdinorities.”
video where along with him, women a@nvjisly 2, Munsif returns to the theme of
ible too and all are watching the evelyisamfigdt says: “We need the government
fearlessly.” The paper is of the opiniomthkeasserious note of all this and prohibit
“women the world over are expettaatartukicing situations and dehshat-pasand
loving, but in Tabrez’s case how ditbg{égrtberfriendly people) by enacting a law
come so harsh and hard? This mwedigsredtris prohibited to force people to chant
cern.” The editorial goes onto invoketganatbuch people who force others to do
Muslim killings in New Zealand &hid mowstlget life imprisonment and even
death may be considered. Non-baliable war-

rants must be issued against them and one of
the victims’ children must get a government
joband proper compensation.”

DILUTING ARTICLE 370

THE FORCE WITH which statements to re-
move Article 370 are being made by Union
ministers and those in the ruling party has
received much comment.

Inquilab on July 3 speaks of how “a sec-
tion of our politicians has always stood
against the grain of our Constitution”. The
paper is alluding to an accommodative and
far-sighted drawing up of Article 370, under
which Jammu and Kashmir acceded to India.
It says: “Amit Shah termed Article 370 as
temporary, but he was rebutted point by
point by former chief minister of the state,
Farooq Abdullah, who said that if the Article
is temporary, then the accession of the state
isalso temporary”. The paper elaborates that
“there is no doubt that Narendra Modi and
Shah aim to be like other strong leaders of
the country. In this quest, they think of
Sardar Patel as theirideal... they are perhaps
forgetting that even Sardar Patel could not
swing Jammu and Kashmir”.

Awadhnama on June 29 states that Amit
Shah should look ahead and not backwards.
The paper writes: “Shah at one level blames
the founder of modern India, Jawaharlal
Nehru, as being responsible for Kashmir, but
he himself cannot handle today’s Kashmir”
The paper links Kashmir and the situation
faced by Indian Muslims, since both are exclu-
sionary. It opines that: “The need of the hour
is to take Kashmiri youths into confidence and
ensure a river of progress flows there. India’s
Muslims, too, need to be guaranteed they will
be free from mob lynching. Mob lynchingis a
blot of the face of India.”

CutTING BoTH WAYS

IN A THOUGHTFUL editorial on July 3,
Roznama Rashtriya Sahara discusses social
media. It ends by drawing a line, between
social media, where non-journalists want
to put everything out, as opposed to jour-
nalists who must decide what must be put
out and how, social concern must be
weighed and awareness created without
just stoking negativity.

Compiled by Seema Chishti

JANMEJAYA SINHA

TILL THE SOVIET Union collapsed in 1989,
it was a simpler world. There were two su-
perpowers. Militarily, it was clear that no
country could challenge either of them
and the superpowers were very wary of
each other. Both the countries competed
ceaselessly in space and their nuclear
might was unassailable. Economically, the
US’s strength was on display but till the
early Eighties, the economic power of
Soviet Union was largely assumed, till it
imploded. The US had much greater soft
power with Hollywood movies, sports
dominance and terrific universities that
accepted the best from other countries;
the Soviet Union lagged in soft power other
than in the Olympic medals tally.

In such a world, countries aligned with
one or the other superpower to different
degrees. Post World War II, Japan,
Germany and the UK were closely aligned
to the US and other western European na-
tions were also in the US camp through
NATO. India’s non-alignment post Indira
Gandhi became Soviet Union-leaning and
the US moved closer to Pakistan as a check
on the Soviets who had taken control of
Afghanistan. One could have argued India
made a bad choice, but frankly, we were
not very exciting to the US and strong
Soviet backing to India after the 1971 war
allowed the liberation of Bangladesh.

The Nineties were a tough time in India.
The collapse of the Soviet Union left us
weak internationally and our economic
policies had taken us into a major balance
of payments crisis in 1991. This was a bless-
ingin disguise as it forced us to review both
our economic policies and our global align-
ments. With an IMF assisted structural ad-
justment programme, many parts of the
economy were liberalised. After the initial
pain, we slowly moved away from the im-
port substituting industry model we had
followed and became a more market-
friendly economy.

The complete collapse of Afghanistan
post the Russian retreat destabilised the
country not least because of the actions of
Pakistan, Saudi Arabia and US to install a
friendly regime. In this mess, the Taliban
emerged, much to the detriment of the
world. This unfettered meddling in
Afghanistan converted an anti-Soviet sen-
timent into an anti US (or more broadly
anti-foreign sentiment)and led to the cre-
ation of Osama Bin Laden. The 9/11 attacks
followed and with it the reassessment of
Pakistan as an ally by the US. The ISI's activ-
ities with al Qaeda and Taliban isolated
Pakistan substantially at a time when India
was looking for new friends and its econ-
omy started to look interesting.

Two forces dominated the geopolitical
contextin the first decade of the 21 century

second-largest economy in the world with
its GDP going from $1 trillion to $10 trillion
dollars in 15 years. At the same time, the
progress in technology was transformative
on the back of massive computing power,
ubiquitous high-speed connectivity, cheap
and unlimited storage and the creation and
capture of enough data to make machine
learning intelligent and powerful. As a re-
sult, technological power and cyber capa-
bilities also became a superpower compul-
sion. These two developments have led to
a change in the basis of power and geopo-
litical alignment in today’s world. It has all
happened in 15 years. Power now needs to
be evaluated on four levels — military, eco-
nomic, cyber and soft power.

Interestingly, now different countries
lead in different areas, making alignment
and geopolitics more complicated.
Militarily, it is still the the US and Russia in
the lead. China is a clear third. In terms of
economic power, the US leads followed by
China, and Russia does not figure. In the cy-
ber domain, five countries have established
positions - the US, China, Russia, Israel and
Iran and others are lagging. Consider the
Russian attack on the US elections, the pur-
ported cyber-attack by the US on Iran, the
banning of Huawei, Iranian cyber-attacks
on the Saudis and China’s great strength in
digital and artificial intelligence. In soft
power, the US leads but China and Russia
don’t really feature. In fact, India has a play.

If we just observe India’s actions, it is
comforting to note we are following a mul-
tilayered strategy, walking a complicated
tightrope. We continue to ally with Russia
on arms’ purchases with our purchase of
the S-400 Air Missile System, despite the
threat of American sanctions.
Economically, though, we are trying to get
closer to the US and are not fighting their
unilateral sanctions against Iran on oil, de-
spite the substantial impact on our balance
of payments. It is both sad and ironic that
despite our great capability in technology
and our big presence in Silicon Valley, we
lag in cyber preparedness at great risk to
ourselves. India’s movement on datalocal-
isation is needed. Even Europe has imposed
the GDPR. But overall, we need to act fast.

With soft power, India is doing better.
We are advancing with our music, food
and Bollywood and are going beyond West
Asiainto the affluent Indian diaspora in the
USand UK. Inanightclubin Seattle in early
June, I was surprised to see people danc-
ing to Bollywood music. Getting the UN to
recognise a World Yoga day has been a
master stroke by Prime Minister Narendra
Modi. We saw the whole world practising
Yoga — at Times Square in New York, out-
side the Eiffel Tower in Paris, in many cities
in China and on top of the Opera House in
Sydney. Thisis a great first step but our in-
bound tourism still lags behind.

If we act, we are well positioned. Faster
arms purchases, developing cyber capa-
bility and using technology to address ma-
jor gaps in education and healthcare are
needed. We have the opportunity but not
the right to become a third major power.
No one will give it to us. Can we work to-
wards taking it?

The writer is chairman, BCG India.

— China and technology. China became the Views are personal
LETTERS TO THE EDITOR
DISCIPLINE THE PARTY
THIS REFERS TO the editorial, The PM's LETTER OF THE
message’ (IE, July 4).The prime minis- W EEK AW ARD

ter’'s message was needed in oder to en-
sure discipline within his own party. B]P
workers must take his words seriously
because the Indore incident has tar-
nished image of the party. The unrepen-
tant attitude of Akash Vijayvargiya is
worrying and disciplinary action should
be taken against him.

Sanjay Chawla, Amritsar

(GENDER AND CASTE

THIS REFERS TO the article, ‘Art From
Above’ (IE, July). The author brings to fore
the issue of discrimination and atrocities
targeting women across the social strata,
which has almost become a cliché.
Whereas areading of Dalit society in par-
ticular makes it explicit that, owing to
the lack of gender-based division of
labour and greater participation of
women in labour, besides the demo-
cratic nature of social relations within
the family and the community, Dalit
women have a certain level of autonomy
and freedom.

G Javaid Rasool, Lucknow

REVIVE CONGRESS

THIS REFERS TO the report, ‘Rahul quits
as Cong chief: Hard decisions, account-
ability needed’ (IE, July 4). Now that the
uncertainty around Rahul Gandhi’s res-
ignation has ended, the Congress
should start building an organisational

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

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

structure that facilitates direct election
of the party leader by party workers. A
leader elected through such a massive
backing is bound to have competence
and credibility. Moreover, the decima-
tion of smaller caste-centric regional
parties that have been chipping away
at its vote bank offers the Congress a
good opportunity to regain the centre-
left political space. But this is only pos-
sible through a robust organisation.

S B Bhalerao, Mumbai




Blue-sky visions
The ambitions of the Economic Survey
depend on the implementation of its ideas

The Economic Survey for 2018-19 reflects the views of
its principal author, Chief Economic Adviser (CEA)
Krishnamurthy Subramanian. And the CEA has made
bold to use the new government’s first economic assess-
ment-cum-agenda setting exercise to posit a range of
ideas that he attributes to “blue sky thinking”. From an
embrace of a “world that is in constant disequilibrium”,
and the need therefore to adapt to it, to the stress on
drawing upon Richard Thaler’s work in the behavioural
economics of ‘nudge’ for addressing issues including
gender equality, savings and tax compliance, the sur-
vey attempts to reset multiple paradigms. The broad
goal is to help drive economic strategy to achieve sus-
tained real GDP growth of 8% so as to enable fulfilment
of the government’s grand vision of making India a $5
trillion economy by 2025. For that, the first task is to
take stock of the economy’s current state. The CEA is
cautiously confident that the slump in investment,
which he rightly identifies as the key driver of growth,
jobs and demand, has bottomed out. Setting the huge
electoral mandate for the government as an enabler
that would “push the animal spirits of the economy”,
the survey projects real GDP growth to rebound to 7%
in 2019-20. But the CEA doesn’t shy away from flagging
‘consumption’ as being crucial in determining the
growth trajectory in the current fiscal year, and in
pointing out its vulnerability to the health of the mon-
soon-dependent rural economy. With rainfall as on July
3 about 28% less than average and large parts of south-
ern and western India in the grip of a crippling drought,
clearly the circumspection appears well warranted.

On the fiscal front, the survey is even less optimistic.
It lists several challenges to achieving the fiscal deficit
target of 3% of GDP by March 2021: the “apprehensions
of slowing of growth” and the implications for revenue
collections; the shortfall in GST collections and the im-
perative that it places on revenue buoyancy this year;
the hunt for resources to fund the expanded PM-KISAN
scheme, Ayushmaan Bharat and other government in-
itiatives; and the impact on oil purchase prices due to
the U.S. sanctions on import of crude from Iran. It is,
however, on the policy prescriptions front that the CEA
comes into his own. Central to the recommendations is
the focus on triggering a self-sustaining “virtuous cy-
cle” of savings, investment and exports. To achieve
which, he suggests, presenting data as a ‘public good’,
ensuring policy consistency and reducing the cost of
capital. Micro, small and medium enterprises must be
nourished, especially firms that are most likely to boost
both job creation and productivity, and labour laws
made flexible. Ultimately, it is the implementation that
may well decide how “blue sky” these ideas are.

Raising the bar

Rahul Gandhi has forced a churn in the
Congress that might lay the basis for a revival

ith Rahul Gandhi stating categorically that he
N ;N / would not continue as Congress president,
one uncertainty that had gripped the party
has ended. But this culmination does not end the disor-
der and chaos in the party, which is in a state of paraly-
sis since its rout in the parliamentary election. Mr.
Gandhi’s letter of resignation is part self-reflection,
about the Congress in general and his own personal
role in it, and part a critique of the state of affairs of In-
dian politics. Mr. Gandhi felt the need for introspection
and accountability, and restated his long-held position
that he was in politics not for power but social change.
By sticking to his decision to quit as party chief, he has
thrown a challenge at his colleagues to find a life out-
side the shelter of the Nehru-Gandhi family. The coterie
that flourished around his mother and predecessor So-
nia Gandhi had reduced politics to manipulation and
turned the party into an instrument of vested interests.
A small club of self-seekers who reinforce one another
and don’t face the electorate had taken over the Con-
gress years before Mr. Gandhi came on the scene. His
letter is an indictment of these leaders, whose personal
fortunes never waned, even as the party’s plummeted.
Mr. Gandhi’s limitation is not in his understanding of
the challenges before the party or the country, or in his
vision for both. His inexact articulation is not reflective
of any insurmountable weaknesses. His real failure has
been his inability to free the party from the clutches of
what his father Rajiv Gandhi had famously called pow-
er-brokers. In calling for accountability, he is effectively
asking a group to self-destruct for the larger cause of the
party, which in turn must fight for the larger cause of
the country. By refusing to be the fagade for their paras-
itical existence, Mr. Gandhi might have forced a produc-
tive churn at all levels. Any moral appeal could only
have had a limited impact on the seasoned veterans,
but the example Mr. Gandhi set by accepting responsi-
bility for the defeat while reiterating his commitment to
the larger cause might help inspire a resuscitation of
the party. But questions abound. Mr. Gandhi himself
will remain active in politics, as he has made clear, but
how much authority he would want to exercise remains
an open question. His insistence on stepping aside also
comes from a realisation that the dynasty tag is more a
drag than a booster for his politics, and the party, in the
current environment. The process of reducing the Con-
gress to a family enterprise had started with Mr. Gand-
hi’s forbears and their supporters as much as their op-
ponents. Only a family member could have sought to
challenge the notion that the Congress cannot survive
without the dynasty. If the absence of a Nehru-Gandhi
at the helm was a precondition for the reconfiguration
of the Congress and the formation of a viable alternative
to Hindutva, Mr. Gandhi has created that situation.
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Expanding Indias share in global space economy

ISRO should embrace a civilian identity and, aided by legislation, form partnerships with the industry and entrepreneurs

RAKESH SOOD

rom a modest beginning in
Fthe 1960s, India’s space pro-
gramme has grown steadily,
achieving significant milestones.
These include fabrication of satel-
lites, space-launch vehicles, and a
range of associated capabilities.
Today, the Indian Space Re-
search Organisation (ISRO)’s an-
nual budget has crossed 310,000
crore ($1.45 billion), growing stea-
dily from 6,000 crore five years
ago. However, demand for space-
based services in India is far grea-
ter than what ISRO can supply.
Private sector investment is criti-
cal, for which a suitable policy en-
vironment needs to be created.
There is growing realisation that
national legislation is needed to
ensure overall growth of the space
sector. The draft Space Activities
Bill introduced in 2017 has lapsed
and the government now has an
opportunity to give priority to a
new Bill that can be welcomed by
the private sector, both the larger
players and the start-ups alike.

ISRO’s thrust areas

Since its establishment in 1969, IS-
RO has been guided by a set of mis-
sion and vision statements cover-
ing both the societal objectives
and the thrust areas. The first area
was of satellite communication,
with INSAT and GSAT as the back-
bones, to address the national
needs for telecommunication,
broadcasting and broadband in-
frastructure.

Gradually, bigger satellites have
been built carrying a larger array
of transponders. About 200 tran-
sponders on Indian satellites pro-
vide services linked to areas like
telecommunication, telemedicine,
television, broadband, radio, dis-

aster management and search and
rescue services.

A second area of focus was
earth observation and using
space-based imagery for a slew of
national demands, ranging from
weather forecasting, disaster man-
agement and national resource
mapping and planning.

These resources cover agricul-
ture and watershed, land re-
source, and forestry manage-
ments. With higher resolution and
precise positioning, Geographical
Information Systems’ applications
today cover all aspects of rural and
urban development and planning.
Beginning with the Indian Remote
Sensing (IRS) series in the 1980s,
today the RISAT, Cartosat and Re-
sourcesat series provide wide-field
and multi-spectral high resolution
data for land, ocean and atmos-
pheric observations.

A third and more recent focus
area is satellite-aided navigation.
The GPS-aided GEO augmented
navigation (GAGAN), a joint pro-
ject between ISRO and Airports
Authority of India, augmented the
GPS coverage of the region, im-
proving the accuracy and integri-
ty, primarily for civil aviation ap-
plications and better air traffic
management over Indian airspace.
This was followed up with the In-
dian Regional Navigation Satellite
System (IRNSS), a system based on
seven satellites in geostationary
and geosynchronous orbits.

It provides accurate positioning
service, covering a region extend-
ing to 1,500 km beyond Indian
borders, with an accuracy greater
than 20 metres; higher accuracy
positioning is available to the se-
curity agencies for their use. In
2016, the system was renamed
NavIC (Navigation with Indian
Constellation).

With growing confidence, ISRO
has also started to undertake more
ambitious space science and ex-
ploration missions. The most nota-
ble of these have been the Chan-
drayaan and the Mangalyaan
missions, with a manned space

mission, Gaganyaan, planned for
its first test flight in 2021. These
missions are not just for technolo-
gy demonstration but also for ex-
panding the frontiers of know-
ledge in space sciences.

None of this would have been
possible without mastering the
launch-vehicle technology. Begin-
ning with the Satellite Launch Veh-
icle (SLV) and the Augmented Sa-
tellite Launch Vehicle (ASLV),
ISRO has developed and refined
the Polar Satellite Launch Vehicle
(PSLV) as its workhorse for placing
satellites in low earth and sun syn-
chronous orbits. With 46 success-
ful missions, the PSLV has an en-
viable record. The
Geosynchronous Satellite Launch
Vehicle (GSLV) programme is still
developing with its MKIII variant,
having undertaken three missions,
and is capable of carrying a 3.5 MT
payload into a geostationary orbit.
Compare this to the French Ariane
5, which has undertaken more
than 100 launch missions and car-
ries a 5 MT payload, with an Ar-
iane 6 in the pipeline for 2020.

Over the years, ISRO built a
strong association with the indus-
try, particularly with Public Sector
Undertakings (PSUs) like Hindus-
tan Aeronautics Limited, Mishra
Dhatu Nigam Limited and Bharat
Electronics Limited and large priv-
ate sector entities like Larsen and
Toubro, Godrej and Walchandna-
gar Industries. However, most of
the private sector players are
Tier-2/Tier-3 vendors, providing
components and services. The As-
sembly, Integration and Testing
(AIT) role is restricted to ISRO,
which set up Antrix, a private li-
mited company, in 1992 as its com-
mercial arm to market its products
and services and interface with
the private sector in transfer of
technology partnerships.

Today, the value of the global
space industry is estimated to be
$350 billion and is likely to exceed
$550 billion by 2025. Despite IS-
RO’s impressive capabilities, In-
dia’s share is estimated at $7 bil-
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lion (just 2% of the global market)
covering broadband and Direct-to-
Home television (accounting for
two-thirds of the share), satellite
imagery and navigation. Already,
over a third of transponders used
for Indian services are leased from
foreign satellites and this propor-
tion will rise as the demand grows.

Developments in Artificial Intel-
ligence (AI) and big data analytics
has led to the emergence of ‘New
Space’ — a disruptive dynamic
based on using end-to-end effi-
ciency concepts. A parallel is how
the independent app developers,
given access to the Android and
Apple platforms, revolutionised
smartphone usage. New Space en-
trepreneurship has emerged in In-
dia with about two dozen start-ups
who are not enamoured of the tra-
ditional vendor/supplier model
but see value in exploring end-to-
end services in the Business-to-Bu-
siness and Business-to-Consumer
segments. However, these start-
ups have yet to take off in the ab-
sence of regulatory clarity.

‘New Space’ start-ups

The New Space start-ups discern a
synergy with government’s flag-
ship programmes like Digital In-
dia, Start-Up India, Skill India and
schemes like Smart Cities Mission.
They see a role as a data-app buil-
der between the data seller (ISRO/
Antrix) and the end user, taking
advantage of the talent pool, inno-
vation competence and technolo-
gy know-how. They need an ena-
bling ecosystem, a culture of
accelerators, incubators, Venture
Capitalists and mentors that exists

Talking sanctions, endangering peace

The Trump administration’s successive punitive actions against Iran can only be interpreted as a desire for direct conflict
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SUVRAT RAJU

ore than a year ago, the
MU.S. unilaterally abrogat-

ed the Joint Comprehen-
sive Plan of Action (JCPOA) and
began to squeeze the Iranian eco-
nomy using sanctions. The latest
round of sanctions were an-
nounced in June. Iran announced
a week later that it had exceeded a
limit set by the JCPOA on its stock-
pile of nuclear fuel.

The U.S.-Iran conflict is often
portrayed in the media as one that
involves two flawed actors strug-
gling for supremacy on a complex
West Asian stage. But a closer look
reveals a simpler underlying reali-
ty: the Donald Trump administra-
tion is using the U.S.’s clout in an
old-fashioned attempt to assert
the country’s hegemony; Iran is
just doing whatever it can to resist
U.S. pressure.

The Shah connection

The roots of this dispute can be
traced back to 1953, when the Cen-
tral Intelligence Agency orches-
trated a coup to remove Iran’s
elected Prime Minister, Moham-
mad Mossadegh. After instituting
the rule of Shah Mohammad Reza
Pahlavi, the U.S. encouraged him
to establish a nuclear programme.

The U.S. built Iran’s first nuclear
reactor in 1967. The Shah was clear
that his ambitions went beyond
nuclear energy, and extended to
nuclear weapons. In 1974, he ex-
plained that Iran would acquire
nuclear weapons “without a
doubt, and sooner than one would
think.” Nevertheless, the West
continued to provide nuclear tech-
nology to his government.

After the Shah was toppled in
1979, the new government, under
Ayatollah Ruhollah Khomeini,
cancelled his plans for a large nu-
clear-energy sector, retaining only
those facilities that had already
been established. Khomeini also
declared that nuclear weapons
and other weapons of mass des-
truction (WMDs) were haram —
forbidden in Islam. Whatever one
may think about Khomeini’s go-
vernment, his spiritual injunctions
were taken very seriously. When
Iraq attacked Iran with chemical
weapons, with the tacit support of
the Ronald Reagan administra-
tion, Tehran refrained from res-
ponding in kind despite having the
requisite technology.

It is possible that during the
Iran-I[raq war, some elements
within the Iranian establishment
started exploring the possibility of
developing a nuclear deterrent.
Even if this was the case — and the
evidence on the matter is far from
conclusive — these activities were
definitely stopped by 2003. In the
same year, Khomeini’s successor,
Ayatollah Ali Khamenei, issued an
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unambiguous fatwa against nu-
clear weapons.

Soon after invading Iraq on the
false pretext that it had WMDs, the
U.S. attempted to build a similar
narrative around Iran, which had
established a modest programme
to enrich uranium to fuel its exist-
ing reactors. The U.S. alleged that
the fuel was intended for a bomb.
These allegations were undercut
by U.S. intelligence agencies them-
selves who reported that “in fall
2003 Iran halted... nuclear wea-
pons... activities”. In 2015, after a
multi-year investigation, the Inter-
national Atomic Energy Agency
(TAEA) went further, declaring that
“activities relevant to... a nuclear
explosive... did not advance
beyond feasibility and scientific
studies” and, as a “coordinated ef-
fort”, were only carried out “prior
to the end of 2003”.

In spite of these facts, succes-
sive U.S. administrations imposed
sanctions on Iran, demanding that
it completely halt uranium enrich-
ment. It was only during President
Barack Obama’s second term that
the U.S. sought a temporary truce,

leading to the JCPOA.

The JCPOA recognised Iran’s
right to maintain a civilian nuclear
programme, but placed significant
restrictions on its size and scope
for 10 to 15 years. Most important-
ly, Tehran reiterated that “under
no circumstances” would it
seek... nuclear weapons.” The
TAEA was granted unprecedented
powers to inspect Iran’s nuclear
activities, and has repeatedly veri-
fied Tehran’s compliance.

So, when the Trump adminis-
tration ceased to abide by the
JCPOA last year, this could only be
interpreted as a message that the
U.S. was not interested in arms
control, but rather in initiating a
direct conflict with Tehran.

An economy devastated

Over the past year, the U.S. has
made threats, mobilised troops
and warships, and provoked Teh-
ran by flying military planes
dangerously close to its border.
However, Washington’s primary
strategy has been to use economic
measures as a weapon. It has pre-
vented foreign entities from trad-
ing with Iran, devastating the Ira-
nian economy.

India has also been hurt by
these policies. Until recently, Iran
was one of India’s largest oil sup-
pliers. Even though Iranian oil
came with discounts on freight,
and favourable terms of payment,
the Indian government obeyed
Washington’s dictates and stopped
purchasing oil from Iran in May.

in cities like Bengaluru which is
where most New Space start-ups
have mushroomed.

Equally, clear rules and regula-
tions are essential. ISRO can learn
from its 1997 SatCom policy which
neither attracted any FDI in the
sector nor a single licensee. A simi-
lar situation exists with the Re-
mote Sensing Data Policy of 2001,
amended in 2011, which too has
failed to attract a single applica-
tion. The 2017 draft Bill raised
more questions because it sought
to retain the dominant role of IS-
RO/Antrix as operator, licensor,
rule-maker and service provider.

Another revolution under way
is the small satellite revolution.
Globally, 17,000 small satellites are
expected to be launched between
now and 2030. ISRO is developing
a small satellite launch vehicle
(SSLV) expected to be ready in
2019. It is a prime candidate, along
with the proven PSLV, to be
farmed out to the private sector.
This requires giving it responsibili-
ty for AIT activities.

Years ago, ISRO launched the
idea of Village Resource Centres to
work in collaboration with local
panchayats and NGOs but only
460 pilots have begun. Expanding
this for rural areas is a formidable
challenge but has the potential to
transform rural India if properly
conceived as a part of the India
Stack and the Jan Dhan Yojana.

With the Ministry of Defence
now setting up a Defence Space
Agency and a Defence Space Re-
search Organisation, ISRO should
actively embrace an exclusively ci-
vilian identity. A new Space law for
India should aim at facilitating
growing India’s share of global
space economy to 10% within a de-
cade which requires a new kind of
partnership between ISRO, the es-
tablished private sector and the
New Space entrepreneurs.

Rakesh Sood is a former diplomat and
currently a Distinguished Fellow at the
Observer Research Foundation. Email:
rakeshsood2001@yahoo.com)

India’s investments in Iran’s
Chabahar port are nominally ex-
empt from U.S. sanctions, but they
have been damaged anyway since
suppliers are reluctant to deliver
equipment. The sanctions have al-
so prevented ONGC Videsh, which
discovered the Farzad B gas field
off Iran’s coast, from pursuing its
investments there.

Further, New Delhi has refused
to explore several available strate-
gies that could ameliorate the im-
pact of sanctions. China has main-
tained some commercial ties with
Iran by routing transactions
through the Bank of Kunlun. U.S.
sanctions on this bank have been
ineffective since it is carefully insu-
lated from the U.S. financial sys-
tem. European countries have at-
tempted to bypass sanctions
through a special mechanism
called INSTEX.

It is revealing that India has
failed to join any of these initia-
tives or to develop its own solu-
tion. A few months ago, Prime Mi-
nister Modi boasted that India’s
foreign policy had become “fear-
less, bold and decisive”. Is this
fearlessness restricted to India’s
interactions with its smaller neigh-
bours, or is his government also
willing to stand up to the biggest
bully in the room and protect In-
dia’s interests from Washington’s
destructive policies?

Suvrat Raju is a physicist associated with
the Coalition for Nuclear Disarmament
and Peace. Views are personal
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Rahul bows out

Rahul Gandhi’s resignation
as Congress president is a
rare instance of a leader
accepting responsibility for
his party’s defeat in
elections (Page 1, “Rahul
Gandhi formally quits as
party chief, makes letter
public,” July 4). The fact
that his party won 19% of
the national vote share
attests to its political
relevance. The need of the
hour for the party is to
choose a strong successor
to Mr. Gandhi, someone
who can help Congress
regain the trust of the
voters. Indira Gandhi lost
the 1977 election following

the Emergency, but made a
strong comeback in 1980 by
winning back the people’s
confidence. Mr. Gandhi’s
successor can take a leaf
out of Mrs. Gandhi’s book.

JAYANT MUKHERJEE,
Kolkata

u The Congress should learn
to sail through difficult times
even without a captain from
the Nehru-Gandhi family. It
should go back to the
leadership system it followed
in the pre-Independence
period, by electing
presidents for a year and
conducting sessions in
different parts of the
country. The party should

stand for the principles of
truth and non-violence. The
next president should also
put all his efforts to bring
back the breakaway parties
like Trinamool Congress, the
Nationalist Congress Party
and the YSR Congress Party
back into the Congress’s fold.
Finally, it should utilise the
popularity of Mr. Gandhi to
consolidate its presence
across the country.

K. MUHAMMED ISMAYIL,
Koduvally, Kerala

Petition to EC

It is laudable that a group of
former senior civil servants
have listed out serious
irregularities in the conduct

Chennai

of the 2019 elections (News
page, “Ex-officials cast doubt
on poll result,” July 4). The
common man was a witness
to blatant violations of the
Model Code of Conduct by
leaders and parties,
transgressions ignored by the
Election Commission. The
poll body also did not make
public the dissenting opinion
of Ashok Lavasa. However,
one wonders whether the
petitioners can expect an
honest reply from the EC.
THARCIUS S. FERNANDO,

Rayudu retires
Ambati Rayadu’s decision to
retire, after being snubbed

twice for the World Cup,
Mr. Rayadu, a reliable
all along tipped to fill the

and should have found a

was not considered even

does not come as a surprise.
middle-order batsman, was
crucial No. 4 spot in the team

place in the original squad.
But it was shocking that he

after two players got injured.
Of course, he is not the first
victim of the cricketing
body’s whimsical selection
process and, one fears, he
will not be the last either.

N. VISWANATHAN,
Coimbatore

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

CORRECTIONS & CLARIFICATIONS: >>The report about Telugu
poet and activist Varavara Rao being brought to Karnataka —
“Karnataka police take Varavara Rao into custody in 2005 case”
(South page, July 4, 2019) — talks about the 2005 naxal attack in Pa-
vagada taluk of Kolar district. It should be Tumakuru district.
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Can the government help create jobs?

Jayati Ghosh

is Professor of
Economics at
Jawaharlal Nehru
University

Ajit Ranade is
Chief Economist
with the Aditya
Birla Group
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An upbeat tone amid tensions

The gushing rhetoric between India and the U.S. says
something about the strength of the relationship

Expansion of public employment and a national
skilling programme could boost employment

Data released by the Labour Minis-
try show that the unemployment
rate in 2017-18 was 6.1%, arguably
the highest in 45 years. The Periodic
Labour Force Survey (PLFS) find-
ings have been the subject of intense
scrutiny and debate ever since a
leaked report in January revealed a
surge in joblessness as well as a
drop in the labour force participa-
tion rate. In a conversation moder-
ated by Suresh Seshadri, jayati
Ghosh and Ajit Ranade discuss the
issue. Edited excerpts:

Dr. Ranade, how much
confidence do you place in the
PLFS data and what do you
draw as the key conclusions
from it?

Ajit Ranade: This was started as a
pilot project about two years ago
and the purpose was to get a much
more granular and in-depth under-
standing of the labour market. And
there was a change in methodology,
from sampling based on expendi-
ture categories, which was done by
the National Sample Survey (NSS),
to education status. So, of course
this is a very welcome initiative, be-
cause we need better data on the la-
bour market. As far as how much
confidence we have, since this is the
best we’ve got, I think we have to
use this data. I'm sure it will be fine-
tuned and perhaps the numbers
will become more reliable, but as
such the numbers do tally with oth-
er indicators of the labour market
conditions or the economy’s
condition.

Dr. Ghosh, you had in a blog
post pointed to how the PLFS
data coheres with other
estimates including those of the
CMIE. How do you then view
opinions that posit that the
unemployment rate is painting
an inaccurate picture when
viewed in the backdrop of
rising school and college
enrolment?

Jayati Ghosh: Many of the criti-
cisms of the PLFS survey are actual-
ly not very well informed because
they are suggesting that the results
are not comparable with the earlier

large sample surveys of the NSS.
The sampling method has not
changed; it’s never been a stratified
sample, it’s always been a random
sample of households and it always
tries to capture as many different
forms and levels of education, occu-
pation and so on and so forth. That’s
the point of the sample.

The PLFS is different because it
was trying to get quarterly data: that
is, how does the employment of the
same family vary across every quar-
ter, and that is very important and
would have been very useful. Ho-
wever, what the earlier NSS used to
do was to take just one quarter for
each household and extrapolate to
that for the whole year. If you take
the same PLFS data and do that, you
get completely comparable data.
The PLFS will give us slightly better
estimates of how the same family,
the same household, responds over
a period — over four quarters of the
year: do they stay in employment,
do they lose employment, does it go
from casual to regular and so on and
so forth. In that sense, it’s a better
survey. The trouble is that it was
really meant to be continuous. We
were not supposed to have any gaps
init at all. So, not only did we get on-
ly one year’s data but we then didn’t
get that for a very long time because
it was suppressed.

But, essentially, what it is show-
ing us fits very well with all the other
unfortunate indicators, which are
that there is a real problem of diver-
gence of output growth and employ-
ment in the country. Unemploy-
ment actually reflects those who are
in the labour force. If you are in edu-
cation, you are simply not in the la-
bour force. Those who say, “Oh, it
doesn’t capture the fact that more
and more people are in education”
don’t know what they’re talking
about. Because the unemployment
rate is the ratio of those who are ac-
tually seeking work to all of those
who are either employed or seeking
work. If you are in education or
training, you are not in the labour
force. The high unemployment rate,
however, does possibly reflect the
impact of previous education,
which is, and that shows in the data,
the more educated you are, the
more likely you are to be unem-
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ployed. The highest unemployment
rates are found among the tertiary
educated, that is, those who have
done beyond high school, and that
reflects the fact that you're then not
willing to take just any job; that you
will actually try and wait and hope
to get something that, at least, is
vaguely  related to  your
qualifications.

If one accepts the premise that
improved access to education
has led to a more aspirational
youth segment, which in turn is
loath to work in low
remuneration jobs, how do we
tackle the problem?

AR: This is a very big key challenge
to having adequate, good-quality,
well-paying jobs and this is a very
large agenda. But since you asked
me what would help, then one can
think of multiple things, each of
which is probably a small step but it
does help. For example, setting up
an enterprise. As you know, in India
there are perhaps 60 million odd
enterprises, and mostly in the unre-
gistered sector. And out of the 60
million only about one, one-and-a-
half million, 1.2 million actually con-
tribute towards Provident Fund or
ESI [Employees’ State Insurance].
So, a very large proportion is in the
unregistered or informal sector. So,
as a first step, perhaps we can make
it easy for these firms to get regis-
tered, or to comply. So, the big, big
challenge is in the ease of doing bu-
siness, setting up businesses, get-
ting them registered. You have mul-
tiple registrations — you need to
register for GST, for ESIC [ESI Cor-
poration], for Provident Fund.

The PLFS data will be
fine-tuned, but as such the
numbers do tally with other
indicators of the labour
market conditions or the
economy’s condition.

C

There are probably dozens and do-
zens of registrations. This just
makes it very hard for the whole
process, to set up and start employ-
ing people. Then, you have this
thing about on-the-job training, that
workers need to be skilled but em-
ployers don’t want to invest in skill-
ing. We need a portable national
programme where you acquire ap-
prenticeships in one firm, you solve
this problem of underinvestment in
skilling by individual firms, so that is
a very big agenda. But this is a huge
challenge, how to get firms to hire in
bigger numbers and how to get
them a little more into the formal,
registered sector.

Dr. Ghosh, is the situation of
decades-high joblessness more
aresult of the economy’s
trajectory or an outcome of
government policies?

JG: 1t’s clearly both. This is a pro-
cess that’s been ongoing for about 15
years, this separation of economic
activity and job creation. So, I think
it’s a deeper structural problem and
part of the difficulty that I am having
with the current government is that
whenever you talk about jobless-
ness, they seem to see this as a polit-
ical attack, whereas this is really an
issue of economic policy that has
deeper roots.

Now, in terms of what you do
about it, I think some of the issues

that Dr. Ranade mentioned are cer-
tainly valid, but I would argue that
you also need a very large push in
terms of the expansion of public
employment. And there are two
reasons for this. One, public em-
ployment has very obvious, stan-
dard multiplier effects, which are
fairly pronounced in a country like
India, and we know that we are
hugely lacking in terms of the public
services that we provide our people.

If you look at the average of pu-
blic employees per population,
which is a kind of indicator of what
public services you’re providing:
globally the average is 3.5 per 100
people, in Europe it’s more like 6
per 100, in Scandinavia it’s as high
as 8 per 100, in India it’s less than 2
per 100. We are under-providing pu-
blic services. It’s not just in health
and education. If you actually bring
public services up to a minimum le-
vel that is required of, let us say,
even a lower middle-income coun-
try, Kenya, you would require a tri-
pling of public employment. That,
in turn, has massive multiplier ef-
fects. All these people who you pay
will get incomes that they will go out
and spend, and when they spend
they will create demand; there’s a
huge paucity of demand in the eco-
nomy. With that demand, you will
get the emergence of new activities,
which will then generate the kind of
entrepreneurs that Dr. Ranade was
talking about and then if there are
start-ups, if there are micro entre-
preneurs, they will have a market to
cater to. In other words, you really
have to have a big employment push
from the government.

Dr. Ghosh, this talk about the
need for reforms to labour
legislation, has it been a little
wrong-headed? Instead of
focusing on easing restrictions
on hire and fire and contractual
hiring norms, should we move
towards ensuring more
formalisation, say of high-
volume job-creating sectors
like construction, with more
supportive laws? There are
some laws, but I think it’s at the
State level and not all of them
have been implemented well.

JG: You put your finger on it. None
of them is enforced. We have actual-
ly pretty good legislation for con-
struction workers; we have a num-
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ber of laws and regulation for
various other workers. Mostly they
are not implemented. On the other
hand, you do have inspector raj of a
most terrible kind for small and mi-
cro-entrepreneurs. It’s a peculiar
combination of the worst of all pos-
sible worlds, whereby the legisla-
tion and things that would actually
protect workers are simply not en-
forced, and all the kinds of things,
the flexibilities that small producers
do need are not allowed to them or
rather they’d have to pay massive
bribes to be able to take advantage
of any kind of flexibility.

Whether it is your street vendor
or it is a small person running a
small factory or a small service pro-
vider, all of them have to face the
rather oppressive hand of the state
in different ways, which doesn’t
really help them in terms of improv-
ing their productivity. Now, does
that mean that we should just allow
the freedom to hire and fire? I frank-
ly think that’s a red herring. I mean,
factories do what they want any-
way, this is all nonsense that they
cannot expand. I will take you to
factories in the National Capital Re-
gion where more than half of their
workforce are actually daily wagers
and do not have a permanent con-
tract. So, this notion that factories
can’t expand, or employers can’t ex-
pand because of labour laws, I think
it’s completely off track.

AR: On labour laws, I think we have
to move towards a system where the
laws protect the worker but not the
job. So, worker protection is para-
mount but not job protection.

JG: T would argue that at the mo-
ment they protect neither.

Lastly, if there’s one single key
intervention that the
government can do to create
jobs, what would be your
prescription?

JG: Fill the vacancies [in the govern-
ment sector], but expand good
quality public employment.

AR: I would support filling up the
vacancies, which are more than two
million. But also, a national-level ap-
prenticeship programme with por-
tability, subsidised and well-defined
accreditation, which you can take to
any part of India.
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Decade of Disappointment

MICHAEL KUGELMAN

In recent weeks, amid an upsurge in
U.S.-India tensions, the rhetoric on
both sides has remained remarkably
upbeat. While there has been ample
criticism from senior U.S. and Indian
officials, it has largely been directed
at policies rather than at the partner-
ship. Even U.S. President Donald
Trump’s India-directed taunts tend
to target the issues that aggrieve him
rather than the relationship.

Gushing rhetoric

Witness, for example, U.S. Secretary
of State Mike Pompeo’s effusive
praise for the partnership in June.
“We’ve come a long way,” he said.
“And now the Trump administration
and the Modi administration have an
incredibly unique opportunity to
take advantage of this special part-
nership. We can move further.” Mr.
Pompeo and External Affairs Minis-
ter S. Jaishankar ex-
pressed similar sentiment
about the relationship
and expressed hope that
they could overcome its
obstacles when they held
a joint press conference
in New Delhi several days
ago. And President
Trump himself said of the
relationship at the G20
meeting in Osaka: “We have become
great friends and our countries have
never been closer. I can say that with
surety.”

Given that the U.S.-India relation-
ship is suffering through one of its
most challenging periods in years,
it’s natural to dismiss such happy talk
as a mere ploy to mask the serious
strains in the partnership. In reality,
the gushing rhetoric is more signifi-
cant than it may seem — and it says
something about the continued
strength of the relationship.

For one thing, it is a reminder of
just how much worse things could
be. The last time the relationship
faced a particularly bad stretch was
in 2013, when India’s deputy consul
general in New York, Devyani Kho-
bragade, was arrested in New York,
subjected to a strip search, and brief-
ly jailed. During that tense period —
much tenser than today — there was
no happy talk, only angry words. One
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Indian official described Ms. Khobra-
gade’s treatment as “despicable and
barbaric,” while another fumed that
“we’re not a banana republic”. In a
dramatic response, New Delhi re-
moved security barriers from the
U.S. Embassy and revoked many
perks for American diplomats in
India.

Imperative to move forward

In contrast, today the criticism is sof-
ter and the reprisals less dramatic. In
fact, until New Delhi’s recent deci-
sion to slap retaliatory tariffs on the
U.S., India had been very restrained
amid the intensification of trade ten-
sions. Additionally, the positive mes-
saging from both sides signals the
commitment of both countries to
work through their disputes — a com-
mitment rooted in the realisation
that there is a strategic imperative to
move forward. Washington and New
Delhi appear to genuinely believe
that their shared vision for
Asia — a free, open, rules-
based system meant to
push back against Chinese
power — ensures a conti-
nued strong partnership.
To be sure, such future
comity is far from guaran-
teed. As pointed out in a re-
cent essay by the Brookings
Institution,  converging
U.S.-India views on China following
the 1962 India-China war did not lead
to deeper cooperation. Still, the pos-
itive rhetoric telegraphs the belief on
both sides that the relationship,
warts and all, remains on a positive
trajectory, at least for now.

Also, the relationship could even-
tually turn sour and even plunge into
a full-blown crisis. Imagine if the U.S.
were to investigate India’s trading
practices, or if it penalises New Delhi
for completing its S-400 deal with
Russia. Such moves would ratchet up
tensions to the point where any effu-
sive rhetoric would sound disingenu-
ous more than reassuring. But that’s
not where we are today.

The writer is Deputy Director and Senior
Associate for South Asia with the Asia
Program at the Woodrow Wilson
International Centre for Scholars,
Washington, DC
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The many ways of watching a movie
One man’s abuse is often entertainment for many

NAMRATA JOSHI

Sometimes it’s not a movie
but the experience of
watching a movie that stays
in the mind — and not en-
tirely for the right reasons.
For me, the popular Once
Upon A Time In Mumbai
franchise will always be
about grandiloquent lines.
There is one exchange in
Once Upon A Time In Mum-
bai Dobaara! between
Akshay Kumar and So-
nakshi Sinha in which Ku-
mar tells his lady-love:
“Paanch minute mein izzat
utaar sakta hoon (I can
rape you in five minutes).” I
don’t know what hit me
more: the obnoxiousness
of the hero and his expres-
sion of so-called love or the
catcalls and whistles of the
audience in reaction to this
statement. The insensitivi-
ty and inappropriateness
of the response made me
feel vulnerable, disgusted
and angry in turn.

That was in 2013. Six
years later, the story re-

peated itself with Kabir
Singh. The majority of
viewers rolled in laughter
as a deplorable scene of
abuse — a house help being
ill-treated and threatened
on screen — played out.
There was evident appro-
val when the heroine was
slapped; I flinched. It’s not
to do with women alone. In
Badrinath Ki Dulhania the
assault on a man evoked
big laughs. I couldn’t un-
derstand what the joke
was.

Are these scenes and res-
ponses a reflection of the
inherent conservatism and
toxicity of our society or
are they indicative of cine-
ma’s role in the formation
and acceptance of newer
and more insidious themes
being played by role mo-
dels? The eternal debate
rages on.

Meanwhile, for a film
critic, watching a film “first
day, first show’ all alone on
a Friday morning often
feels like being marooned
on a choppy sea, holding

on to your own little raft of
personal opinions in the
face of tidal waves threa-
tening to drown you. I
choke on my coffee often,
feeling the sheer solitari-
ness of being at a tangent
from the larger film au-
dience universe. But more
often than not, my digres-
sive beliefs strengthen in
the process and I feel the
urgency to state them can-
didly and vigorously. It
makes me dive deeper into
the personal. The consen-
sus around fires up the con-
trarian in me.
Simultaneously there is
also the wonderment at the
many possible ways of see-
ing. I often wonder wheth-
er [ am watching the same
film as the people around
me. And it’s not just to do
with gender representa-
tion, it’s also about humour
and how it is perceived. A
Mehmood in Padosan may
have brought the house
down in north India, but
was the character per-
ceived as anything more

than a convenient carica-
ture in the south? Was the
Kantaben track in Kal Ho
Naa Ho about homosexual-
ity or was it a joke about
homophobia? Be it the ba-
latkaar (rape) gag in 3
Idiots or the ageist one in
Sanju about a 9l-year-old
woman, what may have
been offensive and politi-
cally incorrect to a small
section is also the kind of
broad and adolescent hu-
mour that has more ready
takers than you can even
begin to imagine. One wo
(man)’s abuse is often en-
tertainment for many.

But on some rare occa-
sions there is harmony. I
don’t think I would have
been able to sit through the
inanity of Race 3 were it not
for the manner in which
the audience was laughing
at its cheesiness. They sang
the ditty written by ‘Bhai’,
“Ik baar baby, selfish hoke,
apne liye jeeyo na”, in un-
ison, deliberately out of
tune. My heart couldn’t
help but sing along.

(From an Editorial)

The disappointments of the first Develop-
ment Decade that is ending this year are writ
large in the report of the 18-member United
Nations Committee on the goals and strategy
of developmental planning for the Second
Development Decade commencing next
year. Apart from emphasising the responsi-
bility of the advanced nations to set apart
one per cent of their gross national product
for economic assistance to the developing
countries, the report suggests that “deve-
loped countries should attempt to supply at
least 80 per cent of their financial assistance
in the form of grants by 1975”. It is indeed
true that the volume of net aid has thinned
considerably from year to year, what with
debt charges (on repayment of principal and
payment of interest) mounting and the
quantum of total aid steadily going down. A
larger element of grant in the assistance gi-
ven will no doubt help. But more lasting help
would be opportunities for increasing trade
and this would call for the advanced nations
lowering their trade barriers. The trade pic-
ture, however, remains unchanged despite
the much-boosted Kennedy Round of tariff
concessions.
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Gold Theft at Mint.

Mr. Aston, Chief Presidency Magistrate, on
Thursday [July 3, in Bombay] disposed of a
case in which Harold Durham, head melter
of His Majesty’s Mint in Bombay, stood
charged at the instance of the C.1.D. with dis-
posing of gold on three occasions, valued at
nearly Rs. 6,000 and on attempting on the
9th May to dispose of through an agent a
gold bar valued at Rs. 3,594, when he knew
it to be stolen. At the opening of the case the
Crown Prosecutor, Mr. Campbell, stated that
Deputy Commissioner of Police, Mr. Harkar
on receipt of information that gold was be-
ing smuggled from the Mint through one
Kashiram, a subordinate of the Mint, and
sold to one Rahimtullah in the city, laid a
trap and arrested Kashiram while he was dis-
posing of a gold bar weighing 112 tolas at Ra-
himtullah’s shop. Kashiram implicated Dur-
ham. Mr. Campbell further stated that they
were unable to show from the Mint records
that there was any shortage in the gold and
the only suggestion that they could make
was that it was just possible that very small
amounts might have been taken at a time
which in the course of time, when accumu-
lated must have made up the full amount.
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(‘ We should focus on a
virtuous cycle — increase
in investments leads to higher

(' There is a lot of information on
good governance in those texts
and the Survey needs to be

C) Economic Survey presented
in the Parliament today
signals towards worrying signs

(9 The Survey provides a compre-
hensive and clear picture of
economic trends and challenges ahead.

(9 From the highest level of
economic policy uncertainty
in 2011-12, India has made a leap

C) Economic Survey is
pessimistic about the

economy and makes a feeble

for our economy. GDP The measures to accelerate .~ complimented for not just =N into the era of high eco- = attempt to wake up
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‘Greying India must delay retirement”

Survey says the elderly population is expected to nearly double from 8.6% in 2011 to 16% by 2041

SPECIAL CORRESPONDENT
NEW DELHI

India may have to raise the
retirement age as the coun-
try sees a rapid increase in
the size of the elderly popu-
lation over the next two de-
cades due to the slowing
down of the population
growth rate, according to the
Economic Survey 2018-19.

It is forecast that the pop-
ulation rate will grow less
than 1% from 2021 to 2031
and under 0.5% from 2031 to
2041. This is primarily due to
the fall in the total fertility
rate (TFR), which is project-
ed to decline between 2021-
2041 and fall below replace-
ment level fertility at 1.8 as
early as 2021.

The total fertility rate of
2.1is called the replacement
level fertility below which
populations begin to decline.
For India, the effective re-
placement level fertility is
slightly higher than the nor-
mal benchmark due to the
skewed gender ratio and is at
2.15-2.2. The current TFR in
14 out of the 22 major States

Sordid state: Garbage clogging
areain New Delhi. =Rr..MoORTHY

Ageing India

With decreasing fertility rates and increasing life expectancy numbers, India is set to witness an
increase in its aged, based on projected figures. First graph shows India's total fertility rate
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is already below the effective
replacement level fertility.
At the State level, south-
ern States as well as West
Bengal, Punjab, Maharashtra
and Himachal Pradesh have
below replacement level fer-
tility and will see TFR de-
cline to 1.5-1.6 by 2021. And

adrain near the Seelampur

Private funds needed

for Swachh

Bharat

100% safe disposal of waste targeted

SPECIAL CORRESPONDENT
NEW DELHI
With the Centre claiming
that 99.2% of rural India is
now open defecation-free,
the next big goal on the
Swachh Bharat journey is
the 100% safe and scientific
disposal of solid and liquid
waste, according to the Eco-
nomic Survey 2018-19.
However, it emphasises
that the large resources
needed to reach this miles-
tone will need to be met
through crowd and corpo-
rate funding, private part-
nerships and innovative fi-
nancing mechanisms along

with government
allocations.
‘Positive impact’

Progress in the first phase of
the Swachh Bharat Abhiyan,
focussing on toilet construc-
tion and use, had a positive
impact on the health, eco-
nomy and environment of
rural India, said the report,
citing a number of studies.
However, these benefits will
not be sustainable if solid
and liquid waste manage-
ment is ignored.

“Currently, many States
are not concentrating
enough on this aspect which
could pull us back to where
we were a few years ago.
Scientific techniques for the
safe and effective disposal of
waste should be the next on
the agenda for this mission,”
says the survey.

According to it, the scien-
tific disposal of waste has a
noticeable impact on “social
development”, referring to
the sanitation workers and
manual scavengers who
now work to dispose of
waste, mostly in unscientific
and unsafe ways.

Some of the areas which

CM
K

must be dealt with in this
next phase are sewer con-
struction and water availa-
bility, scientific techniques
for waste disposal, treat-
ment of industrial effluence,
drain bio-remediation, river
surface cleaning, sustained
rural sanitation and moni-
toring of villages, says the
survey.

“As the resource require-
ments are large, there is a
need to facilitate and sustain
innovative financing me-
chanisms by exploring the
suitability of various finan-
cial instruments in specific
contexts and interventions,”
it says.

Some examples are mi-
cro-financing, concessional
loans, private partnerships,
corporate social responsibil-
ity, and crowd funding
aligned with local govern-
ment financing.

While these can ensure a
smooth flow of funds for the
procurement of various
scientific technologies for
waste disposal and mass
awareness, governments
must also “assign significant
weight to the allocation of
adequate resources as im-
provement in sanitation is
one of the key determinants
for the wider economic de-
velopment,” says the survey.

Mindset change

Apart from financial re-
sources, mindset change is
the other major ingredient
required for sustained pro-
gress in sanitation. The
swachhagrahis or village le-
vel ambassadors who have
already been recruited for
Phase 1 of the programme
are key to maintaining mo-
mentum, it says, in keeping
with its thrust on leveraging
behavioural economics.

2021 2031 2041

by 2031, all States are likely
to see below replacement le-
vel fertility.

The size of the elderly
population, 60 years and
above, is expected to nearly
double from 8.6% in 2011 to
16% by 2041, whereas the
population size of those bet-

SIA

ween 0-19 years, which is on
the decline, is likely to drop
from as high as 41% in 2011 to
25% by 2041.

This will throw new policy
challenges such as provision
for health and old-age care,
access to retirement-related
financial services, public

pension funding, and retire-
ment age, states the survey.

“Increasing the retire-
ment age for both men and
women going forward could
be considered in line with
the experience of other
countries. This will be key to
the viability of pension sys-
tems and would also help in-
crease female labour force
participation in the older
age-groups,” it suggests.

Many countries such as
the U.S., Germany and
France have already raised
the retirement age to reduce
the burden on pension fund-
ing. The working-age popula-
tion is expected to see a large
increase leading to India’s
demographic dividend peak-
ing around 2041, when the
share of those in the age
group of 20-59 is expected to
hit 59%. The survey high-
lights that this will mean ad-
ditional jobs will have to be
created to keep pace with an-
nual increase in working-age
population of 9.7 million
during 2021-31 and 4.2 mil-
lion during 2031-41.

productivity and
this, in turn, leads to ;
higher exportsand g

more jobs .

KRISHNAMURTHY
SUBRAMANIAN
Chief Economic Adviser

Needed: a well-designed
minimum wage system

Survey calls for streamlining the complex mechanism

SPECIAL CORRESPONDENT
NEW DELHI

A well-designed and stream-
lined minimum wage system
is required to reduce wage
inequality in the country,
the Economic Survey says.

Currently, the minimum
wage system, under the Mi-
nimum Wages Act, 1948, in
India is complex, with 1,915
different minimum wages
defined for different job ca-
tegories across States, the
survey said. Despite the
complex system, workers
were still falling through the
gaps, it said.

“One in every three wage
workers in India is not pro-
tected by the minimum
wage law,” it said, citing the
International Labour
Organisation.

For instance, the survey
stated, domestic workers
were covered under mini-
mum wage laws in only 18
States and Union Territories.
It also pointed out that while

the law did not discriminate
between men and women,
analysis of different wages
showed a bias.

“For instance, women
dominate in the category of
domestic workers while
men dominate in the catego-
ry of security guards. While
both these occupations fall
within the category of un-
skilled workers, the mini-
mum wage rate for domestic
workers within a State is
consistently lower than that
for the minimum wage rates
for security guards,” the sur-
vey said.

Only tall claims, no vision, says Opposition

Glosses over plight of millions, whitewashes terrible economic record of past five years: Yechury

SPECIAL CORRESPONDENT
NEW DELHI

The Opposition parties
slammed the Economic Sur-
vey saying that it made tall
claims, was clueless on the
government’s vision for the
country and did not reflect
ground reality.

CPI(M) General Secretary
Sitaram Yechury said it ig-
nored the challenges faced
by millions of Indians. The
leader also said the survey
“whitewashes” the “terri-
ble” economic record of the
last five years and hit out at
the government over the re-
signation of top RBI officials.

“The Economic Survey is
full of bombastic claims and
grandiose declarations with-

out any basis in facts,” he
said. Mr. Yechury added that
any growth strategy on priv-
ate investment will be a non-
starter.

“Economic growth needs
more purchasing power
amongst people, not more
investment with higher un-
employment,” he added.

‘Glossing over’

The survey, he said, glossed
over the major challenges
faced by millions of Indians
in the past five years.

“The departure of so ma-
ny RBI governors and pre-
vious CEA tells us of the
harsh reality,” Mr. Yechury
said.

His colleague from the

Zero train collisions,
46 derailments

But incidents related to fire go up to 6

.

The total number of train accidents came down from 104 in

2016-17 t0 59 in 2018-19, the Survey said. =subHAKARA JAIN

YUTHIKA BHARGAVA
NEW DELHI

While the incidents of train
collisions came down to ze-
ro and those of derailments
declined to 46 during last
year, occurrence of fire in
trains went up to six, ac-
cording to data provided in
the Economic Survey
2018-19.

The category-wise break-
up of consequential train ac-
cidents shows that the inci-
dent of collisions has come
down to zero in 2018-19
from three in 2017-18, while
those of derailment de-
clined to 46 from 54 in the
previous year. However, in-
cidents related to fire in
trains increased to six in the
year 2018-19 as against three
in 201718, the survey said.

The total number of train

accidents came down from
104 in 2016-17 and 73 in
2017-18 to 59 in 2018-19.

Additionally, the survey
said that in 2018-19, Indian
Railways carried 1221.39
million tonnes of revenue
earning freight, an increase
of 61.84 million tonnes or
5.33% over 2017-18.

The revenue earning
freight loading by Indian
Railways during 2017-18 was
placed at 1159.55 million
tonnes as against 1106.15
million tonnes during 2016-
17, up 4.83%.

“There is an increase of
2.09% in the number of pas-
sengers carried by railways
during 2017-18 as compared
to 2016-17 and 0.64% in-
crease in 201819 as com-
pared to 2017-18,” the survey
said.

c) The Economic Survey is full of bombastic
claims and grandiose declarations without
any basis in facts. Any growth strategy

based on private investment will be a
non-starter; economic growth needs
more purchasing power amongst
people, not more investment with

higher unemployment
SITARAM YECHURY
CPI(M) general secretary

Communist Party of India,
D. Raja, said that blaming the
past will not help the coun-
try.

“...The government is try-
ing to shirk its own responsi-
bility. The survey does not
portray the real picture of
the economy. Instead it is

e,

making tall claims in flowery
language. It should have gi-
ven a road map for the way
forward,” Mr. Raja said.
Trinamool Congress Par-
liamentary Party leader in
the Rajya Sabha Derek O’
Brien in a cryptic tweet indi-
cated that the survey was

fuzzy about the govern-
ment’s vision. “Spent three
hours this afternoon, speed
reading the two volumes of
the #EconomicSurvey2019
It’s a cloudy, overcast after-
noon in Delhi. Enough said,”
Mr. O’Brien tweeted.

Stagnant growth

The Economic Survey
showed that India’s growth
rate was stagnant, Aam Aad-
mi Party convener and Delhi
Chief Minister Arvind Kejri-
wal said.

“..It signals worrying
signs for our economy. GDP
growth rate is virtually stag-
nant and all indicators point
that we are in a slowdown,”
he tweeted.

Call to ease legal logjam for
better contract enforcement

‘Economic activity affected by delays across legal landscape’

SOIBAM ROCKY SINGH
NEW DELHI

Contract enforcement re-
mains the single biggest con-
straint to improve India’s
Ease of Doing Business
(EODB) ranking, which cur-
rently stands at 163 in the
world ranking, the Econom-
ic Survey 2018-19 said.

It remarked that in spite
of a number of actions to ex-
pedite and improve the con-
tract enforcement regime,
economic activity was affect-
ed by the long shadow of de-
lays and pendency across
the legal landscape.

Noting that the relation-
ship between economic go-
vernance and the rule of law
(Dandaniti) is the key to
prosperity, and a bulwark
against Matsyanyaya (law of
the fish/jungle), the survey
said two key issues need to
be dealt with in order to
make the judiciary more effi-
cient and to clear the ‘legal
logjam.

Firstly, the courts must
achieve a 100% case clea-
rance rate (CCR) so that
there is zero accumulation
to the existing pendency. Se-
condly, the backlog of cases
already present in the sys-
tem must be removed.

CCR is the ratio of the
number of cases disposed of
in a given year to the num-
ber of cases instituted in that
year.

District and Subordinate

Justice delayed

Indian courts had a backlog of more than three crore cases in
2018. Table shows the additional number of judges required

to clear this backlog

ara scr

Case backlog (2018) 3,03,95,534 | 42,39,966 | 56,320

Additional judges

required to clear this 10,431 454 9

backlog in 5 years

Judges working as a % 78.64% 6219% | 90.32%

of sanctioned strength : ’ )

Disposal rate per judge 746 cases 2,348 1,415
*District and ﬁ **High Court
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(D&S) courts, which account
for the bulk of pendency, re-
ceived 1.5 crore additional
cases in 2018 and had a back-
log of 2.87 crore (as on Janu-
ary 1, 2018).

But it managed to dispose
of 1.33 crore cases in the
year, thus, closing 2018 at
3.04 crore.

There are currently 17,891
judges compared to the
sanctioned strength  of
22,750. On average, a judge
disposes of 746 cases.

“In order to reach 100%
CCR in 2018, the D&S courts
needed 2,279 additional
judges. This is within the

sanctioned strength! Howev-
er, in order to clear all the
backlog in the next five
years, a further 8,152 judges
are needed,” the survey said.

It suggested improving
the efficiency of the courts,
increasing number of work-
ing days of courts, establish-
ment of Indian Courts and
Tribunal Services, and de-
ployment of technology in
legal system.

“Given the potential eco-
nomic and social multipliers
of a well-functioning legal
system, this may well be the
best investment India can
make,” it said.

Apart from increasing the
ambit of the minimum wage
system, it recommended de-
ciding minimum wages on
the basis of skills and split
across geographical regions.
With the government in the
process of bringing the Code
on Wages Bill in Parliament,
the survey said the rationali-
sation of minimum wages
proposed by the Bill should
be supported.

The survey suggested the
government should notify a
“national floor minimum
wage” across five regions, af-
ter which the States can fix
their own minimum wages,
but not lower than the floor
wage.

This, it said, would bring
uniformity and make States
“almost equally attractive
from the point of view of la-
bour cost for investment as
well as reduce distress mi-
gration.”

The floor wage is current-
ly non-statutory.

Outlook is

pessimistic:
Chidambaram

SPECIAL CORRESPONDENT
NEW DELHI

Former Finance Minister P.
Chidambaram said the
Economic Survey tabled in
Parliament on Thursday
was  ‘pessimistic’ and
didn’t have any sector-wise
growth projections.

Mr. Chidambaram, in a
statement, said the volume
02 of the Economic Survey
did flag issues such as slow-
ing growth, falling reve-
nues and rising oil prices
that were ‘neither positive
nor encouraging.’

“It appears to me that
the government, speaking
through the Economic Sur-
vey, is pessimistic about
the economy,” he said.

The first economic sur-
vey of the new government
under Finance Minister
Nirmala Sitharaman,
claimed Mr, Chidamba-
ram, opens with self-con-
gratulatory references
about the economy per-
forming well in the past
five years and had a ‘bland’
outlook for the year ahead.

“I looked for the Out-
look for 2019-20. It is in
Volume-2, Chapter 01, but
there is only a bland state-
ment that growth of the
economy is expected to be
7% in 2019-20. There are
no growth projections sec-
tor wise,” he said.

Mr. Chidambaram said
chapter 02 of Volume 2 of
the survey came closest in
terms of describing the
‘Outlook for 2019-20’.

“The economic survey
flags (1) slowing growth, (2)
shortfall in revenue, (3)
finding resources without
compromising the fiscal
deficit target, (4) impact of
oil prices on the current ac-
count and (5) recommen-
dations of the Fifteenth Fi-
nance Commission on
central government financ-
es. I am afraid, none of
these is positive or encou-
raging,” he said.

India’s economic
growth, according to the
survey, is expected to regis-
ter 7% this year from a five
year low.

A ND-NDE
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