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Alinagriculture

Given the impressive track record, the future of this field

seems promising

FARM VIEW

SURINDER SUD

rtificial intelligence (AI)
Ais making rapid inroads

into the Indian farm sec-
tor. The ease with which farmers
are adopting it indicates that it
would soon become a major pro-
fessional guide for the farmers.
A key reason for the farmers’
growing interest in Al is the grad-

ual transformation of traditional
farming into smart agriculture
which requires knowhow and
information that goes beyond
their conventional knowledge
and wisdom. They now need reli-
able, forward-looking and prob-
lem-solving advice which they
can get from the AL. Moreover,
the rural youth, especially the
educated ones, feel more com-
fortable with mechanised, tech-
nology-driven high-value agricul-
ture than the tedious traditional
knowledge-based routine farm-
ing practiced by their forefathers.

Mobile phones have pene-
trated deep into the rural
areas. About 30 million farm-
ers are estimated to own such
phones already. Their count is
projected to swell rapidly. The
way has, thus, been paved for
the Al service providers, such
as public sector farm research

organisations, information
technology companies and
startups in this field, to gener-
ate and pass on situation-spe-
cific and need-based contents
to the farmers.

Microsoft is said to be work-
ing with Indian farmers in
Andhra Pradesh to dispense
advisory services in areas like
crop sowing, land manage-
ment, fertiliser application
and similar others. The local
arm of another multinational
company, IBM India, last week
signed a “statement of intent”
with the agriculture ministry
to take up a pilot project on the
utilisation of AI and weather
technology-driven solutions in
agriculture. This project would
operate in one district each
of Madhya Pradesh, Gujarat
and Maharashtra.

This apart, a large number

of startups have come up to
disseminate the next genera-
tion technologies in several
critical fields of agriculture.
Some of these enterprises are
deploying sensors and infor-
mation technology tools to
monitor crop and soil health
for the benefit of the farmers.
Some others are engaged in
generating data-based advi-
sories on the time of sowing,
besides issuing alerts against
potential risks. Yet another cat-
egory is of startups collecting,
analysing and providing infor-
mation on input supplies and
output marketing chains.
Significantly, the agricul-
ture ministry, as also the
Indian Council of Agricultural
Research (ICAR) and the state
farm universities, are putting
in special efforts to popularise
Al to improve productivity,
production and profitability of
farming. An inter-ministerial
committee, set up by the agri-
culture ministry to suggest
ways and means to double
farmers’ income, has under-
scored the role the digital tech-
nology can play in making

Indian agriculture lucrative.
The technologies identified by
this panel for this purpose
include Al, big data analytics,
block chain technology and
internet-of-things (IoT).

The ICAR recently brought
out a special edition of its pop-
ular publication “Indian
Farming” (March 2019 issue)
devoted exclusively to Al This
apex farm research body has
been instrumental in develop-
ing over 100 easy-to-use and
farmers-friendly mobile apps
covering different areas of agri-
culture and its allied activities.
Of these apps, 42 deal with
mainstream agriculture, 27
with horticulture, 10 animal
husbandry and veterinary sci-
ences, six dairying, one poultry,
three fisheries, 17 natural
resource management and 11
integrated farming systems.
They carry valuable informa-
tion on agronomic practices,
prices of different farm com-
modities, weather forecasts and
warnings and other kinds of
advisory information.

The “Kisan Suvidha” mobile
app is a comprehensive portal
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carrying useful information on
most aspects of modern farm-
ing. Its contents comprise
weather-related information,
including extreme weather
alerts; market prices; plant pro-
tection methods; dealers of
inputs like seeds, pesticides,
fertilisers and farm machinery;
soil health cards; cold stores
and warehouses; and veteri-
nary centres and diagnostic
laboratories. The market intel-
ligence available through this
app contains vital information
on the prevailing price and
demand trends to let the farm-
ers take informed decisions on
selling their produce at the
right time and at the right price.
Another app, called “mKisan”,
conveys agriculture-related
counsel to the registered farm-
ers through the short message
service (SMS) and voice mes-
sages in local languages.
However, these are still early
days of the application of Al in
agriculture. But given the impres-
sive track record, the future of
this field seems quite promising.

surinder.sud@gmail.com

Why there is no rush for Jewar

The alternative to Delhi airport will be ready for operations
by 2024, but it may still be long before the National Capital

Region needs another airport

SURAJEET DAS GUPTA

nJuly 15, prospective bidders for
O the new greenfield airport in

Jewar, in Uttar Pradesh, have
been called for a pre-bid meeting to clar-
ify their doubts. The airport, to be built
in public-private partnership mode, is
being positioned as an alternative for
citizens in the National Capital Territory,
including the neighbouring cities of
Mathura, Meerut, Ghaziabad, Gautam
Budh Nagar, among others, which have
till now had just one choice for an airport
— the Delhi airport with its
three terminals, around 80
km from Jewar.

But with burgeoning traf-
ficin Delhi and just three run-
ways, it is already facing
capacity constraints — espe-
cially during peak hours. In
FY19, the airport handled
around 70 million passengers.

The Noida International
Airport Ltd (NIAL), which is
overseeing the project, had initially
pitched for completion of the airport by
April 2023, based on the deadline sug-
gested by Price Waterhouse Coopers
(PwC), which conducted the techno-eco-
nomic survey for the project. But most
government officials now believe this
deadline will have to be pushed to 2024
as acquisition of land is still a work in
progress. Besides, the earlier deadline of
having a financial closure of the project
by 31 March 2019 is long gone. NIAL,
however, is moving quickly. It wants to
close the bids by November and award
the project by January 2020.

The question which potential infras-
tructure players who are interested in bid-
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ding are grappling with is whether Jewar
would be a viable business proposal in
2024. Many say that the airport should
be built only after the large capacity
increase being undertaken at the Delhi
airport is absorbed. A top executive of an
airport infrastructure company says:
“There is no second guessing whether
Delhi needs a second airport or not. But
the issue is whether it should be opera-
tional by 2024 or at least three to five years
later, when there is sufficient demand due
to Delhi airport exhausting its expanded
capacity too. Otherwise, the substantial
investment made will remain
idle. So what is the hurry?"
He has a point. The Delhi
International Airport Limited
(DIAL) has embarked upon a
massive expansion toincrease
its capacity from 70 million
passengers per annum to 130
million (both arrivals and
departures together). And
based on their submissions to
the government, they say that
thisis enough to take care of the passenger
traffic from Delhi and the adjoining areas
till 2034. That is based on the fact that
the annual passenger growth in the last
five years in Delhi has been 10-11 per cent
per annum, and it is expected to slow
down as the passenger base increases.
So what is DIAL offering? According
to sources, DIAL, which has started
implementing the first phase of expan-
sion, will see passenger capacity rise from
70 million to 100 million per annum by
March 2021. The airport is putting up a
fourth runway and expanding terminal
ID, besides building a cross taxiway. This
will increase the number of slots available
for departure and arrival at peak times.
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In the next phase, a fourth terminal will
be built, taking the capacity to 116 million
passengers, and further to 130 million
per annum after a few tweaks in operat-
ing procedures.

If this plan holds good then who does
Jewar serve? Based on the Request for
Proposal (RFP), the first phase of the
Jewar airport would have a capacity of
12 million passengers per annum, going
up to 70 million by 2039. The cost for
the first phase, according to NIAL, is
34,588 crore.

PwC, which prepared the feasibility
report on behalf of the authority, clearly
thinks Jewar airport is viable. It expects
that in the initial period the spillover traf-
fic at peak hours in Delhi (because slots
will not be available) will shift to Jewar
and it will be able to garner 4.9 million
passengers in the first year, going up to
14 million by 2029. It estimates that by
2029-30 the spillover traffic will pick up
significantly as Delhi reaches capacity.

For a substantial number of passen-
gers coming from the hinterland, PwC
says, Jewar will be the closest airport.
Based on their research of passenger
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profiles at the Delhi airport, currently
57 per cent of the passengers come from
NCT of Delhi and 11 to 12 per cent are
from the districts in Uttar Pradesh like
Gautam Budh Nagar, Ghaziabad and
Agra. Also, 18 per cent of the interna-
tional travellers to Delhi visit Agra and
60 per cent of them want an interna-
tional airport near to the destination. It
also says that by 2029-30, the demand
for air travel from the hinterland will hit
115 million per annum, and a large num-

ber of these passengers will go via Jewar.
Even airlines, especially the budget

ones, see an opportunity in offering dif-
ferential pricing to customers taking a
flight from Jewar compared to Delhi
during peak hours. But they admit they
will require enough customers from the
catchment area to provide them with a
decent passenger load factor before they
can decide to fly on specific routes.

What makes the debate interesting
is that the airport is less than 150 Kilo-
metres away from Delhi. So DIAL,
according to the rules, would get a lim-
ited first right of refusal to build the air-
port. In simple terms, it means that if
the number that it quotes for revenue
per passenger (bidding is based now on
this formula rather than the older sys-
tem of revenue share) is within 10 per
cent of the highest bidder, it will be given
a chance to match that bid.

If it wins, the question to ask is: How
will it fit in with its expansion of Delhi,
which is going full-on? If it doesn’t win,
what would be interesting to see is the
strategy of a new player to make Jewar
a worthwhile business model. Or, will
both prefer to see the project take off
commercially much later on?

No more\lyapamin MP
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The Congress government of Madhya
Pradesh has decided to wind up
Vyapam or the Vyawasayik Pariksha
Mandal, which was later renamed as
Professional Examination Board (PEB).
The government is going to replace it
with Rajya Karmchari Chayan Ayog
(State Staff Selection Commission).
According to Chief Minister Kamal Nath
(pictured), Vyapam is a symbol of “the
Bharatiya Janata Party's scams in the
state"” and that's why the government
has decided to close it down. This is
not the first time that the state
government is trying to disown
Vyapam. In a previous attemptin
2015, the then BJP government had
changed its name to Professional
Examination Board. Shivraj Singh
Chouhan, who was chief minister, had
said that the name Vyapam was
disgraceful and was bringing
dishonour to the state.

Extended quarantine
Journalists were in for a surprise on
Monday when they reached North Block
to meet officials. They wanted to seek
clarity on the fine print of the Union
Budget 2019-20 presented by Finance
Minister Nirmala Sitharaman on July 5.
However, none of them — not even
those with a Press Information Bureau
(PIB) card — was allowed to enter
despite there being no intimation from
the PIB. The finance ministry is usually
out of bounds for visitors during the
""quarantine" period, which begins a
month before the presentation of the
Budget. It seems now the "ban" has
been extended for an unspecified
period.

Unhelpful helpline

With the July-end deadline to file tax
returns approaching, the tax department
helpline has been getting frantic calls from
taxpayers. But the Aayakar Sampark
Kendra (a single-window system
registering all taxpayer application/return)
number seems to be stuck in a time warp
and keeps asking callers to choose
between Hindi and English to proceed
further. No matter which language the
caller chooses, the helpline refuses to
"help". And if by mistake, a taxpayer calls
the number late in the night or early in the
morning, the automated voice response
asks him or her to call between 8 am and
10 pm. The tax department might consider
answering queries over email like they do
in the US, where this facility is available
throughout the year.

ONTHE JOB

Devil in the data

MAHESH VYAS

he first two major economic doc-

I uments of the new government -

— the Economic Survey and the

Union Budget — did not contain any
significant new measures on jobs.

The Economic Survey made sugges-
tions on restricting size-based benefits to
infant micro, small and medium enter-
prises (MSMEs)and denying these to those
MSMEs that do not grow even after years
of such benefits. The suggestion is sensible
but, it does not directly address the prob-
lem of jobs. Will infant MSMEs generate
sufficient jobs to more than offset the loss
of jobs caused by the possible shutting
down of the dwarf MSMESs post benefits?

The Economic Survey is right in
effectively saying that it does not make
sense to perpetually subsidise small
firms that fail to grow — the dwarfs.
But, this is not a solution to the jobs
problem we face. Possibly, this is not
even proposed as a solution to the jobs
problem. But, then there are no solu-
tions from the government on the jobs
front. There weren’t any direct sugges-
tions in the Bharatiya Janata Party’s
(BJP’s) election manifesto. There were
none in the Budget presentations on
February 1and there are none in the most
recent Economic Survey and the Budget
presented on July 5.

The finance minister's speech talks
about preparing the youth of the country

to meet demand for skilled workers in a
world that is likely to face labour shortages.
But, it does not talk about jobs, directly.

The government has released the
Periodic Labour Force Survey results
for 2017-18 and also for urban India in
the first three quarters of 2018-19. Yet,
there is no discussion about these in
any of the economic documents since
their release.

This stoic silence is intriguing.

The monetary stance has turned
accommodative. Implicitly, the greater
preference for growth compared to
inflation control is a positive for
employment generation. Monetary pol-
icy is not known to take unemployment
rates explicitly into consideration.
Perhaps, it’s time it did so.

What do the fiscal numbers tell us?
An acceleration in the rate of increase
in government spending would be a
positive for employment generation.
The finance minister’s speech did not
betray any strategic position in the mat-
ter. Besides, the speech was almost
bereft of any quantitative data. It did
not state what the government would
spend or what would the fiscal deficit
be. This was a first.

Beyond the speech are the detailed
Budget papers where the data can be
found. But, calculating the growth in cen-
tral government spending has become
more confounding than it usually is. This
is because the budget papers do not
recognise the fiscal statistics for 2018-19
released by Comptroller and Auditor
General of India (CAG). The CAG released
these estimates in May 2019, more than
three months after the Interim Budget
had presented data for 2018-19 on
February1,2019. Yet, the Budget present-
ed in July does not recognise these. It
continues to use the data it presented on
February 1although it did have more up-
to-date numbers from the CAG which
were even used in the Economic Survey.

This is important because the differ-
ence between the numbers presented
in the budget and those provided by the
CAG is very big. The udget estimate of
total central government expenditure
in 2018-19 was 324.42 trillion. The
revised estimates presented by the then
finance minister, Piyush Goyal, was
higher, at ¥24.57 trillion. But, on May
31,2019, the CAG released the fiscal esti-
mates for the year ended earlier in
March 2019. This placed the central gov-
ernment expenditure much lower at
%23.11 trillion. The difference between
the estimates given by the government
in February and those released by its
official agency in May is a significant
%1.5 trillion. However, the Finance
Minister, Nirmala Sitharaman, does not
recognise this fall in central govern-
ment spending in 2018-19 compared to
its revised estimates. The Budget papers
presented by her stick to the earlier
revised estimate of ¥24.57 trillion.

This matters because we need to
interpret the 327.86 trillion that the
government says it will spend in 2019-
20. Should we compare these to the
%24.57 trillion that the finance minister
says were spent in 2018-19 or should
we compare these to the ¥23.11 trillion
that the CAG says were spent in the
same year.

The former implies a growth of 13.4
per cent. But, the latter implies a
growth of 20.6 per cent. The former
would be close to business as usual.
But, the latter implies a big increase in
government spending of a scale not
seen since 2008-09. This was when the
government responded to a global
financial crisis with a 24 per cent
increase in central government spend-
ing. Does the government see such a
big crisis today? Unlikely. But, the devil
in the data must be exorcised

The author is the MD & CEO of CMIE

Karnataka crisis

The fast-paced political developments
in Karnataka are not quite unexpect-
ed. They are a fallout, if not a corol-
lary, of the Bharatiya Janata Party’s
(BJP’s) return to power at the Centre
and its better-than-expected perfor-
mance in the Lok Sabha election in
the state. At a deeper level, they bear
out the fact that little divides political
leaders in our country. Self-interest is
the driving factor and the name of
the game. Opportunism is a “virtue”
if it serves their self-interest.
Deserting a party on whose symbol
one won an election or defecting to
(or playing into the hands of) another
party is not considered something
unethical or shameful.

The BJP denies any hand in the
resignation of nine Congress and
three Janata Dal (Secular) [JD(S)]
MULAs from the Assembly to avoid the
charge of horse-trading. But it is
unbelievable that these MLAs would
have decided to resign without
inducements from the party.
Speculation is now rife that more
from the Congress and JD(S) are likely
to resign to pave the way for the for-
mation of a BJP government.

G.David Milton Maruthancode

No vision, no theme

The Budget 2019 makes us look
askance at a government which has
been voted in for the second time with
an even bigger mandate. The presen-

tation, instead, was of a hesitant coali-
tion government. There was no over-
arching theme for Modi 2.0 nor was
there a delineation of persisting core
concerns of the economy A virtue had
been made of modesty. At the least,
long-running problems of indifferent
growth and fresh job creation ought
to have had mention. Perhaps, the
government has given up on both.
Consumption is no longer fuelled
by the lower income segment which
is losing its purchasing power. The
middle one keeps away from white
goods due to uncertainties about the

future and the upper strata is awaiting
better times. Spending does not create
wealth, production does.

Here was an opportunity to set
direction towards these by promoting
a healthy pool of savings to add wealth
and jobs. An astute mix in policy
approach that channels funds to the
lower strata, enables the next to save
and calibrates tax incentives for the
job-creating capital is important. Tax
sops for an ailing housing sector may
help reduce inventory but not scale
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up accretion of jobs. The Budget was
one of listing administrative orders for
ease of compliance and was nowhere
near laying out a long-range vision or
even a contemporary theme.

R Narayanan Navi Mumbai

Name-changing spree

On July 26, 2018, the West Bengal
Assembly had passed a resolution
unanimously to change the name of
the state as Bangla. In 2011, a sugges-
tion had come to change the name of
the state as Paschimbanga. But the
suggestion was turned down by the
UPA government. In 2016, it was
reportedly proposed to rename the
state as Bengal in English, Bangla in
Bengali and Bangal in Hindi. Finally,
the state insisted to change the name
as Bangla which was turned down by
the Centre recently.

The NDA government is justified
in rejecting the proposal as the name
is “part and parcel” of Bangladesh.
There have been many changes of
names of Indian cities. But no govern-
ment in India has thought of changing
the name of India as Bharat. It will be
nice to rename India as Bharat.

KV Seetharamiah Hassan
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Taxing the super-rich

India needs a predictable, stable, and moderate rate of taxation

inance Minister Nirmala Sitharaman struck the right chord in the very
beginning of her Budget speech when she stated that the government
does not look down upon legitimate profit earning. This was a welcome
remark. Businesses in India have been marred by licence raj for far too
long and making money has not always been appreciated. To her credit, Ms
Sitharaman extended the benefit of the lower corporate tax to all but 0.7 per
cent of companies, though the expectation was that the benefit will flow to all.

But the feel-good effect of the announcement did not last long, because the
minister proposed an increase in the surcharge for taxpayers earning more than
2 crore. According to the proposal, the effective tax rate for individuals with a
taxable income of ¥2-5 crore and above I5 crore will go up by about 3 and 7 per-
centage points, respectively. While the proposal will affect only a small minority
of taxpayers, the idea is flawed at multiple levels and should have been avoided.
It is estimated to improve income tax collection by less than 23,000 crore.

At a broader level, this goes against the basic idea of simplifying the tax
structure. Although various kinds of cess and surcharge have been imposed in
the past, this Budget has taken it to another level. Clearly, a reversal will be
difficult for political reasons. It is not clear as to why the government intends to
undo a system that has worked well. Experience shows that collection tends to
increase when rates are lower.

It is well accepted that the government needs more revenue to increase
capital expenditure and fulfil its social obligations. Therefore, in order to increase
collection, the focus should be on compliance and broadening the tax base. The
idea should be to encourage people to pay taxes and improve the tax adminis-
tration to detect noncompliance. While there has been some progress on the
compliance and administration part, regular revisions in exemptions and rebates
limit the possibility of meaningfully increasing the base. For instance, the Interim
Budget gave a full tax rebate to individuals with a taxable income up to Z5 lakh.
The revenue impact of this was more than 318,000 crore.

What is desirable is that instead of depending on large payouts from a small
number of taxpayers, India should move to a system where a large number of
people pay a moderate rate of tax. Again, history shows that a higher rate of tax-
ation results in evasion. It is possible that the super-rich section of taxpayers
with resources at their command would look for ways to reduce their tax liability.
It would be interesting to see the actual resource mobilisation on account of the
new surcharge.

Further, if the government believes that the rich should be contributing
more, it should work on revising tax slabs. This will keep the structure simple
and transparent, and the states will also get their fair share. In fact, the government
has made the job of the panel working on a new direct tax code more difficult.
Hopefully, the panel will recommend simplifying direct taxes, and the govern-
ment will find it convincing. In order to grow at higher rates, it is imperative that
India has a predictable, stable, and moderate rate of taxation.

Apushtoohard

Digital payment mandates should be avoided

udget 2019-20 continued the government’s push towards digitising
the Indian economy, particularly digital payments. To further corral
the remaining cash-based sections of the economy, Finance Minister
Nirmala Sitharaman said withdrawals from a particular bank account
totalling more than 1 crore in a year would require tax to be deducted at source.
There can be few objections to this notion — certainly, it is far less draconian
than other measures that were being proposed at the time of demonetisation.

However, other aspects of the Budget’s policy outline for digital payments
should be re-examined. The finance minister pointed out that “low-cost digital
modes of payment such as BHIM UPL, UPI-QR Code, Aadhaar Pay, certain Debit
cards, NEFT, RTGS” could be used to “promote a less-cash economy” and, there-
fore, proposed that “business establishments with [an] annual turnover [of] more
than %50 crore shall offer such low-cost digital modes of payment to their cus-
tomers and no charges or Merchant Discount Rate (MDR) shall be imposed on
customers as well as merchants”.

This essentially forces medium-sized shops to offer this set of digital payment
mechanisms to their customers. First of all, the lobbying potential under such
mandates is enormous and should as a matter of principle be avoided. But more
importantly, it should be left to the shopkeepers, the payment companies, and
the financial structure — particularly banks — to make decisions based on their
commercial interest. Only then will a sustainable digital payments architecture
evolve in India. A payments architecture that is based on government mandates
and regulations will be inefficient and unremunerative. The only sustainable
digital financial architecture will be one in which each step of the chain — from
customers and merchants to banks and companies — will share in monetary
gains from greater efficiency. This requires voluntary rather than forced switching
to digital modes at every step.

It could be argued that there are significant external benefits to the govern-
ment stepping in to speed up the transition to a less-cash economy, and that
once such a transition is completed, it will pay for itself. Such arguments, partic-
ularly after the demonetisation experiment, should be viewed with caution. At
the very least, the costs of any such mandates should also be scrutinised.

Essentially, if the government perceives that there are broader benefitstoa
move towards a less-cash economy, then economic logic dictates that it should
bear the costs itself. The elimination of the MDR, a major source of revenue
from some digital payments, flies in the face of this logic. In this case, the finance
minister said that the Reserve Bank of India and the banks would “absorb these
costs from the savings that will accrue to them on account of handling less cash
as people move to these digital modes of payment”. If those savings existed,
then banks could surely come to their own decisions on the move and should be
allowed to do so. Therefore, the chances are that the savings are, in fact, too far
in the future or accrue to the economy more generally. In that case, it is the gov-
ernment that should find some way of bearing the cost of its policy priorities,
rather than pushing them on to banks or merchants.

ILLUSTRATION: BINAY SINHA

Theillusion of size

Thinking India can induce enough private investment just
because of the size of its market is a big mistake

sented the day before the Union Budget, is fre-
quently more forward-looking and economi-

cally sensible than the actual Budget. Naturally: The
former is written by economists and the latter by
bureaucrats, even if both want to please the same
politicians. There’s also the small matter of the Budget
having to live in the real world, while Surveys can live
— as many economists do — in the world of the ideal.
Even so, the differences between this Budget and
the Survey in their broad approach are startling. And
worrying, because they throw into sharp relief the
false assumptions that have taken hold within the
corridors of power in New Delhi. Both the Survey and
the Budget sought to revive investment as a major
immediate priority. But the big diver-
gence is in terms of strategy: The
Survey correctly argued that exports
growth is indispensable to any
approach that puts investment first.
Investment can best be fed by a
secular increase in the share of sav-
ings in the economy. But that leads
to a conflict: Private sector invest-
ment will not take off without the
promise of demand, and increasing

The Economic Survey, which is by tradition pre-

savings conflicts with the aim of
increasing consumption demand POI.ICY RUI.ES

history demonstrates the difficulties of reviving invest-
ment when domestic consumption demand is the
only justification for new investment. Even a con-
sumption boom — driven in part by low fuel prices
— has not solved the over-capacity problem faced
by much of the private sector, which in turn has
retarded investment growth. Exports were static in
real terms since 2014, and growth recently has been
halting, tentative, and easily reversed. As a conse-
quence, sustainable growth has remained elusive. It
will remain so as long as we seek a consumption-
driven growth strategy.

The Budget has taken a different approach from
the Survey. It has certainly attempted to fix the supply
side when it comes to investment — for example, it
includes measures intended to
reduce the appropriation of house-
hold savings by the government for
its own revenue expenditure. But
there is no change in strategy on the
demand side. India is to remain
focused on creating and protecting
domestic demand as an inducement
for investors. This is an error of his-
toric magnitude.

What would draw investment to
India? The possibility that it is a
good place to produce not just for a

domestically. Here’s what the Survey
says: “With the share of consumption
in GDP constrained by the high level
of savings, domestic consumption can, at best, act as
a force-multiplier when high income growth feeds
consumption. So, where would the final demand for
the large capacities created by high investment come
from? The answer is exports. This is why an aggressive
export strategy must be a part of any investment-
driven growth model.”

This analysis cannot be faulted. In fact, it broadly
fits with the experience of almost every major econ-
omy that has successfully graduated to upper-mid-
dle-income status or beyond. India’s recent economic

MIHIR S SHARMA

not-yet-mature domestic market,
but also for the world. Global supply
chains are in flux, thanks to tensions
between the United States and the People’s Republic
of China, and India currently has less than two per
cent of world trade: This is the moment to cash in.
Even if the world trade is growing slowly, a labour-
surplus country with such a small proportion of world
trade compared to its population and resources should
be easily able to grow its exports by cutting into the
share of other economies — notably China’s.

Yet, if such investment is to take off, it needs a sta-
ble policy environment and a sense that it can effec-
tively be part of global supply chains. From the current

Devaluing Budgets

hile transiting resplendently from the passé
s " ; briefcase to the bright, trendy bahi khata
for carrying her Budget papers, the new
Finance Minister Nirmala Sitharaman decided to give
the short shrift to what must be at the heart of the
Budget. Neither the two parts of her speech nor the
explanatory memorandum contain statements of gov-
ernment income and expenditure by major heads;
there is only a passing reference to the deficit. Some
learned commentators have hailed this as a welcome
change, but I must concur with the observation of the
former finance minister P Chidambaram (with whom
Ioften disagree): “Has there ever been
a Budget speech that does not dis-
close total revenue, total expenditure,
fiscal deficit, revenue deficit?” I do
so not because I am an “accounting
economist,” but because Article 112
of the Constitution expressly man-
dates the government of the day to
lay “before both the Houses of
Parliament a statement of the esti- \
mated receipts and expenditure of B
the Government of India.” The
expenditures include all those

ET CETERA

/ emphasises

The Budget and the Economic Survey that precedes
itarelogically and correctly supposed to be conjoined
twins. The latter is expected to lay out strategies in a
what-if manner and the former is an action plan based
on it. In the present instance, that connection is blurred
and several mismatches are visible. The Survey takes
2024-25 as the target year for the $5 trillion economy,
while Ms Sitharaman restricts herself to saying “it is
well within our capacity to reach $5 trillion in the next
few years” (para 6). That is a statement of a possibility,
not atarget. Her projections are based on a real growth
rate of 8 per cent, while the Survey uses 7 per cent.
That single percentage point could
make a world of difference to the
projected figures of revenues and
deficits, but then discrepancies could
always be rationalised ex post! The
Survey mentions private investment
and exports as growth engines, but
the Budget does not provide any
kick-start for investments and
import reduction
through customs barriers.

The measures the Budget high-
lights — the Reserve Bank of India

charged to the Consolidated Fund of SHREEKANT SAMBRANI

India, both constitutionally required
and others.

The Budget document has these figures, but one
has to trawl through it to find them. That gives rise to
the suspicion that this is a deliberate exercise, because
only the patient few would bother to do so and talk
about the devil in these details. The rest will be content
with ooh and aah and call the Budget a vision thing,
not an accounting exercise. This has already happened,
but we must ask whether it bodes well for a function-
ing, accountable democratic system of governance.
More on this later, but first some salient critiques of
what is presented as the Budget.

(RBI) to control housing finance insti-
tutions, guarantees for financially
sound non-banking finance compa-
nies, interchangeable use of Aadhaar and PAN for tax
returns, diluting the definition of public sector enter-
prises and government borrowing abroad, among oth-
ers — are touted as reforms, but these administrative
steps could have been taken any time. Their impact
on reviving the stalled economy would be at best
marginal. More seriously, the Budget revises the rev-
enue estimate downward by a whopping 1.6 trillion
from that of the Interim Budget before the election
and yet manages to project a deficit of 3.3 per cent,
down from 34 per cent earlier. The lowering of revenue
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government’s point of view, the main constraint was
India’s problematic infrastructure. This is only par-
tially correct. As the Survey also argues, policy stability
isequally important. And so is competitiveness. How
does the Budget address these two constraints?

It does not address them at all. It continues to
hand out step-motherly treatment to large companies,
which are excluded from the 25 per cent base rate of
corporate income tax. These are the companies that
are most competitive, productive, and which create
the world-class jobs we need. If we need large-scale
job creation, we need large-scale investment from
the largest companies. A disproportionately high rate
of tax targeted at precisely these companies renders
locating in India for exports uncompetitive. What
would help is labour law reform — as the Survey
points out, it has helped states such as Rajasthan. But
although the Budget mentions once again the ratio-
nalisation of labour law into four codes, a commit-
ment to flexible labour markets at the national level
continues to be elusive.

When it comes to policy certainty, the Budget
makes things worse. In global supply chains, tariff
stability is crucial — you don’t want to invest some-
where which has the reputation of fiddling around
with tariffs that might at any moment make it difficult
for you to manage your margins or to meet your dead-
lines. A simple, competitive rate of taxation and tar-
iffing is what is needed. But this Budget continues
the trend, visible in previous Budgets under the Modi
government, of arbitrary changes to import duties.
Worse, it specifies that the purpose of these changes
is the protection of the domestic market. As a signal
to greenfield investors, this could not be worse. It is
clear that India is interested only in its own con-
sumers, and not in producing for the world. This fits
into an entire set of recent policies, which target for-
eign investors across the board — whether in e-com-
merce, like Amazon, or in payments, like the credit
card majors. Given this aggressive and protectionist
attitude, it is odd that the Budget speech also includ-
ed an invitation to “global companies through trans-
parent competitive bidding to set up mega-manu-
facturing plants in sunrise and advanced technology
areas”. The wording is puzzling in the extreme.
Bidding over which asset? Over subsidies? Free land?
This is typical. First make the economy so uncom-
petitive that nobody wants to come without induce-
ments. Then come up with inducements, so that
power rests with politicians and bureaucrats.

India needs an investment revival not just in the
short term but in the long term. It needs to render
its over-capacity problem irrelevant. For that, it
needs to look beyond its own shores. Don’t be blind-
ed by the number of our consumers —that is an illu-
sion, because each consumer is also someone who
needs employment. A big country trying to develop
has the same constraints as a small country: Its own
demand is rarely enough to induce the private
investment needed. Just like anywhere else, India
needs to export. The economists, and the Survey,
remember that. The politicians, and the Budget,
don’t seem to care.

mssharma@gmail.com; Twitter: @mihirssharma

estimate is an implicit admission of the slowdown,
and needs to be explained and analysed. The Budget
just blandly mentions it. The deficit reduction could
be due to the higher disinvestment (most probably
through selling government equity to the richer public
sector firms), higher RBI dividend and as has been the
custom, making certain expenses off-budget. The
more grievous consequence would be further shrink-
ing of already lower investments and outlays in critical
areas such as health and education. Even in agricul-
ture, the government’s acknowledged primary con-
cern, the hyped increase of about 363,000 crore (92
per cent over the previous year) is due mostly to the
¥55,000 crore higher allocation for the PM-Kisan
income transfer, leaving only token amounts for
research and investments. Clearly, the government
that talks of boosting farm incomes walks more com-
fortably with welfare measures.

For years now, Budget deliberations in Parliament
and in public forums have been desultory. The Survey
now comes just a day, not a week, before the Budget.
Reactions are predictable and ritualistic: Government
spokespersons, from the prime minister down, call
the Budget a judicious mix of growth and social justice.
The opposition terms it anti-people. Assembled busi-
ness leaders carefully hedge their bets and give the
Budget a safe score of 7 out of 10. But for the numbers
in the Budget and names of finance ministers, we
could just as well watch previous years’ reruns!

What is remarkable about Budget 2019-20 is that it
does not even make the pretence to be the financial
statement the Constitution enjoins it to be. The Modi
2.0 government, flush with its famous victory at the
hustings, knows that it can pass anything it wants in
the house that matters, the Lok Sabha. That is a trav-
esty of accountability, tantamount to maximum gov-
ernment, governance be damned.

Thewriteris an economist

Fighting in the shadows
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AJAI SHUKLA

ing templates of modern warfare, but

few have the credentials that Sean
McFate brings to his writing. He has served
asaparatrooper in the United States army’s
elite 82nd Airborne Division. He then went
on to become a mercenary soldier in Africa,
with one of the shadowy “private contrac-
tors” that rent out armed forces, no ques-
tions asked. Adding academic rigour to that
battlefield perspective, he is currently pro-
fessor of strategy at the National Defense
University and Georgetown University,
both in Washington DC, USA. This is his
second non-fiction book on war, after his

Several authors have analysed the shift-

2017 work, The Modern Mercenary.

In this book, McFate takes a cold-eyed
look at the changing face of conflict over
the last half century. He argues that war
and force engagements have changed form
dramatically, as the world has entered an
age of “durable disorder” characterised by
China’srise, Russia’s resurgence, America’s
retreat, the advance of global terrorism, the
emergence of international criminal syn-
dicates, wealthy and influential multina-
tional corporations with resources larger
than many countries and well-armed mer-
cenary organisations that provide the
wherewithal for countries, organisations
and individuals to meddle deniably in
hotspots anywhere. Instead of declared
wars with tanks rolling across international
borders, we have “shadow wars” such as
Russia’s annexation of Ukraine’s Crimea.
McFate recounts how, with President
Vladimir Putin feigning innocence,
Moscow occupied parts of Ukraine, such
as Donetsk, with its so-called “little green
men” (military troops without uniform),

elite Spetsnaz Special Forces, mercenaries
and proxy militias that Russian leaders
passed off as Ukrainian “self defence
groups”. Russia’s denial of any links with
this ghost occupation force made Western
powers chary of intervening in a situation
where even the basic facts remained con-
tested. By the time Russia’s involvement
became clear, the occupation was a fait
accompli. McFate tellingly points out that,
in the 1950s and 1960s, Russia crushed anti-
Moscow protests in Hungary and
Czechoslovakia under their tank treads. It
could have done the same in Ukraine, but
chose a “shadow war” instead, given that
even implausible deniability was better
than the opprobrium that would attend an
old-style blitzkrieg invasion.

None of thisis actually new, says McFate.
The world is merely returning to the pre-
Westphalian era when, in conflicts like the
“30 Years War”, mercenary armies, owing
shifting allegiances to whichever monarch,
aristocrat or religious leader was paying
them, laid waste to much of Europe, pillaging

and raping indiscriminately. In 1648, the
Treaty of Westphalia ended this carnage by
recognising the monopoly of states on armed
force, a consensus that largely held through
the 20th century. But now force is again
being wielded by non-state entities — such
asreligious groups, local militias, mercenary
forces and corporations —even as the forms
of force change and evolve.

In 10 successive chapters, the book
describes 10 rules that govern modern war-
fare. “Rule 1: Conventional War is Dead”,
postulates the demise of the Westphalian
order and World War II style conventional
war, even as contemporary generals pre-
pare, as generals have through the ages, to
fight the last war. McFate points out that,
of 50 armed conflicts worldwide in 2015,
only one was a conventional war. Yet ortho-
doxy prevails in planners’ minds. “Rule 2:
Technology Will Not Save Us”, points out
that nuclear submarines, aircraft carriers
and the F-35 stealth fighter (“the most
expensive weapon in history”) are practi-
cally unusable against contemporary
threats such as terrorist strikes, cyber
attacks, Russia’s aggression in Crimea or
China’s creeping acquisition of the South
China Sea. Yet, most of America’s enormous

defence budget goes on those, with rela-
tively few resources spent on usable forces,
such as Special Force units, which remain
underfunded and in insufficient numbers.

One of the book’s most provocative
arguments is in “Chapter 7: New Types of
World Powers Will Rule”. While the con-
centration of wealth in the hands of the top
one per cent is well known, McFate argues
that hyper-wealthy corporations like
Walmart (which he wrongly says has a larg-
er economy than India) now have the
option of hiring mercenary forces to protect
their interests. Why would companies like
ExxonMobil and Shell remain tethered to
corrupt governments such as Nigeria’s,
when they can better protect their interests
through hiring mercenary groups?
Similarly, organised crime syndicates, and
even terrorist groups, can today boost their
lethality by hiring mercenaries for strong-
arm operations. An Uzbekistan-based mer-
cenary group, Malhama Tactical, already
specialises in providing armed fighters to
Islamist jihadi groups. Fascinatingly,
McFate returns to history to demonstrate
that none of this is new. In the 17th and
18th centuries, the British East India
Company set up its own private army to

conquer, subjugate and plunder an entire
sub-continent. One of the first Indian words
to enter spoken English was “loot”.

McFate concludes by urging thinkers to
shake off their “strategic atrophy”, since “con-
ventional war thinking is killing us.” In the
current information age, warfare will move
further into the shadows, he predicts, where
the arbiter of victory will be strategic sub-
version, not battlefield victory. Future wars
will not begin and end, but will hibernate
and smoulder, occasionally bursting into
active fighting. This trend is already evident
from the number of “neither war, nor peace”
situations around the world. McFate has
clearly written for a western readership, but
the Indian reader can hardly miss how much
of this applies directly to our own security
challenges. This book should find a place
on the bookshelves of all our strategists.

THE NEW RULES OF WAR:
Victory in the Age of
Durable Disorder

Sean McFate
HarperCollins, 2019
318 pages; ¥1,699 (on Amazon)
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Govt borrowing abroad is
too risky, drop the idea

Abetter way to keep local interest rates low is to raise FPI-limits in
India, attract more FDI, or for the govt to simply spend less

IVEN HOW RESOURCE-CONSTRAINED the government is,and the fact

that higher government borrowing tends to raise interest rates—and,

therefore, crowd out private sector borrowers—it is not surprising it is

contemplating borrowing abroad; the fact that India’s foreign debt is low
makes the move seem relatively risk-free. Last Thursday, the chief economic advisor
had suggested India should tap the global markets because money was abundant
and, therefore,cheap; and on Friday, the finance ministerannounced this in the Bud-
get. However, former RBI deputy governor Rakesh Mohan was quick to denounce
the suggestion, saying it would be an imprudent and dangerous move. Forex mar-
kets are choppy, especially now,with US-China trade tensions so high,so any adverse
movement can throw off all calculations and make overseas borrowing even more
costly than that from local markets. To be sure, there will be good appetite for India
bondslisted in London or even Luxembourg; afterall,investors would be spared the
exchangerisk unlike in an investment made in India via the foreign portfolio invest-
ment (FPI) route. That is why, JPMorgan’s chief India economist Sajjid Chinoy said it
could even cannibalise rupee-denominated FPI investments.

More important,a sovereign India bond means foreign investors will be in a posi-
tion to influence interest rates in India in a manner similar to the offshore specula-
tive rupee-dollar trading affecting onshore volatility. The volatility in interest rates
can be worse thanitisin currency trading,and the last thing we need is for investors
to be indulging in arbitrage.

It is true that large levels of local borrowings could drive up interest rates and
crowd out the private sector. But a market-determined price of government bor-
rowing helps maintain some discipline; once the government has the option of
borrowing abroad, this snaps the discipline and encourages the government to bor-
row more.Also,while the government may feel it is borrowing cheaper in New York,
that may not necessarily be true once you factor in exchange rates. In which case,
it maybe better to simply raise the limit for FPI investments in the localbond mar-
ket,both for gilts and corporate bonds. RBI could make the terms of investing some-
what more liberal; in the past, for instance, it has often insisted on residual matu-
rities of, say, two years or three years—it could relax these if the forex situation is
more comfortable. Attracting more FPIs in the corporate bond segment, in partic-
ular,would help take care of the additional demand expected this year.It isnot clear
whether RBI has been sounded out and what it feels. The government may be hop-
ing RBIwould enter into some kind of forward transaction to ensure supply of dol-
lars five or seven years down the line. The better way to tap foreign resources, if at
all these are needed, is to attract NRI deposits without overpaying for them. The
best option, of course,would be to ease FDI norms—for defence and other big sec-
tors—and have an industry-friendly policy that will pull in sticky FDI, so that it is
not vulnerable to fickle FPI flows.

You have to woo investors

Difficult to see them bidding for right to set up fabs, etc, here

IVEN RISING US-CHINA trade tensions,and the chance of them boiling over
even if they get resolved for now, it is not surprising that several top US man-
ufacturers located out of China should be looking to diversify their export
bases.Afterall,if US president Donald Trump is to slap large tariffs on China,
theirexportstoservice the US market will be badly hit versus exports that come out of pro-
duction bases in Vietnam, for instance. And, given the size of their export operations—
Apple exports around $180 billion out of China as compared to India’s total exports of
$330billion—itis not surprising that several countriesare trying towoo these firms, to get
them to set up manufacturing units.With somany countrieswooing these firms, it is obvi-
ous that the country with the best offer will win. The best offer comprises all manner of
taxbreaks, freeland,low-cost electricity,zeroimport duties,etc.Indeed,in areas like semi-
conductor fabrication units, the quality of electricity supply can even be the determining
factor in whether or not a unit moves operations to India; in one Japanese technology-
parkin Haryana,even power generation was tobe done byaJapanese company.Apart from
these taxand other sops, other factors that make a difference are the size of the domestic
market, the availability of top-class engineering and other such talent.

What is odd is that while India is trying to woo several US firms that have significant
operations out of China, the latest budget has a different spin on it. According to the Bud-
get,“in order to boost economic growth and Make in India, the government will launch a
scheme to invite global companies through a transparent competitive bidding to set up
mega-manufacturing plantsinsunriseand advanced technologyareas such as semi-con-
ductor fabrication (FAB), solar photo voltaic cells, lithium storage batteries, solar electric
charging infrastructure, etc”; India’s imports of just phones and electronic components
was $33.7billionin FY19,soboostinglocal production isa big policyimperative. Does the
government actually think that global players that are being wooed by various countries
will participate in a bid where, presumably, the one that wants the least tax incentives or
offers toinvest the largest amount, will be allowed to set up operations here?

Itistruethat several corruption scandals dogged the UPAand the NDA hasbeen reluc-
tant to give concessions to various firms—or even sectors—for fear of being labeled suiz-
boot-ki-sarkaar, but wanting firms to bid to set up operations in India is ridiculous. It is
high time the government realised that capital is mobile and will move towhichever coun-
try offers it the best deal. The government is free not to want to offer incentives to a firm
thatare different from those offered to others.This maynot be a greatidea since one firm
may offer better exports/employment than others, but if this is what the government
wants, it can fashion a uniform policyforall investors; but expecting global firms tobid to
set up manufacturing facilities here is deluding ourselves.

ResearchFOCUS

NRF a good idea, but govt must ensure that a “basic science
focus” doesn't come at the cost of tech, social sciences, etc, R&D

HE BUDGET PROPOSAL to consolidate the various research funding cur-

rently under ministries under a National Research Foundation (NRF) should

seema good idea.Indeed, fora R&D-deficient nation like India—R&D expen-

diture has dropped from 0.84% of GDP in 2008 to 0.69% over the last few
years,compared to the US's 2.8%),China's 2.1%, Israel's 4.3% and South Korea's 4.2%—
any bid to avoid “duplication of effort and expenditure”, as FM Nirmala Sitharaman
pointed out in her Budget speech, will only be a gain for R&D. The pittance that India
gives to R&D is reflected in the fact that there were only 15 researchers in India per
100,000 population comparedto111in China,423 intheUSand 825 inIsraelin FY17.
Nowonder, thus,while China made over 13 lakh patent application with just 10% of this
being filed by non-resident Chinese researchers, India made a mere 45,057, of which
>70% were by non-resident Indians.

While there is reason to cheer the NRF, the government needs to make clear what it
means by its announcement that the NRF will have a focus on “national priorities” and
“basic science”. There is,no doubt,a case for a step up in funding of basic science (physics,
chemistry, biology) research, but does the government mean to say that this will come at
the cost of, say, technological research orsocial sciences/humanities orarts research? Also,
“national priorities” need to be clearly defined, lest,with the mandate it has received, the
ruling party oritsideological fount conflate theirresearch prioritieswith the national pri-
orities. On both concerns, the government will dowell to stick to the NRF vision outlined
in the National Education Policy (NEP).NEP,which says the NRF must fund research across
the academic landscape, talks about the need to foster interdisciplinary research. Even
when research must contendwith challenges such asaccess todrinkingwater,healthcare,
energy, pollution and infrastructure, the NEP sagely notes that it will need approaches
backed by technology and “in a deep understanding of the social sciences and humani-
ties”.It makes clear that while the NRF may periodically identify areas of research impor-
tant to the countryand prioritise funding to these,“all proposals”have to be considered.

: OUpinion

ONE-WEEK DELAY in
Indian monsoon showed
how precarious our situa-
tion is on the water front.
The images that BBC and
CNN telecasted across the world
showed thousands of Chennai resi-
dents running after water tankers to
get a bucket of water for drinking. In
parched lands, several people had to
walk for miles to get drinking water. If
this was the condition of humans, one
can only imagine in what condition
cattle and crops would have been.
These images clearly expose that the
Indian Lion, symbol of Make in India,
has feet of clay.

Nowonder prime minister Naren-
dra Modi,in his first ‘Mann ki Baat’in
the Modi 2.0 innings, gave a clarion
call to save every drop of water, and
take water as a mass movement on
the lines of Swachh Bharat Abhiyan.
This is commendable. But he has
already given commitment to deliver
tap water, hopefully safe for drinking,
to every household by 2024 under
‘Nal se Jal’ programme. These are
commendable programmes and one
hopes they can deliver results in time,
and of good quality.

But, the issue that we want to dwell
on here is how did we reach this situa-
tion? And, how best and how fast, we
can get out of it for sustainable water
use in the country.

First, let us note a few facts about
water availability and use in India.
India has only 4% of global freshwater
resources while it has to quench the
thirst of about 18% of global popula-
tion. Of the total freshwater resources
available in the country,as per Central
Water Commission, 78% was being
used for irrigation in 2010, which is
likely to be reduced to 68% by 2050.
For domestic use, it was just 6% in
2010, likely to go up to 9.5% by 2050
(see graphic). So, by far, agriculture will
remain the biggest user of waterto pro-
duceenoughfood,feed and fibrein the
foreseeable future.And, unless this sec-
tor is geared to improve in terms of
water supplies and efficiency in water
use, the situation on the water front is

FROM PLATE TO PLOUGH

LACK OF EFFECTIVE REGULATION AND POLICY OF CHEAP OR FREE POWER SUPPLY FOR
IRRIGATION HAVE INTENSIFIED FRESHWATER CRISIS BEYOND TECHNOLOGICAL REDEMPTION

Harvesting water:
Technology vs policy

GULATI
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not going to improve much.

Second, of the total of about 198
million hectares of India’s gross
cropped area, roughly half is irrigated.
The major source of this irrigation is
groundwater (63%); canals account for
249, tanks 2%, and all other sources
for about 11%. So, groundwater bears
the real burden of irrigating Indian
agriculture, driven by private invest-
ments from farmers.

There is hardly any effective regu-
lation of groundwater. The policy of
cheap or free power supplies forirriga-
tion has led to an almost anarchic sit-
uation in the use of groundwater.
Power subsidies to agriculture cost the
exchequer roughly ¥70,000 crores
each year while depleting groundwa-
ter in an alarming manner. Overall,
about 1,592 blocksin 256 districts are
either critical or overexploited. In
placeslike Punjab,water table hasbeen
going down by almost a metre a year
foralmost two decades.Almost 80% of
the blocks in Punjab are overexploited
or critical (see graphic). It only shows
how indifferent and short-sighted we
arewhile taking away the rights of our
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A Budget for vikas

In her maiden budget, FM
Nirmala Sitharaman’s focus
was on long-run
developmental goals, not
short-run political gains

IN MY VIEW, Budgets are unnecessar-
ily hyped up. Newspapers want to dis-
play family pictures illustrating how
much taxes were cut or prices raised.
Theycreateahumaninterestinadry-
as-dust document. Budgets, in fact,
should be technical documents for
specialists. Instead, in India it has
become like the second speech after
the President, laying down the gov-
ernment’s vision.

Nirmala Sitharaman hadahard Act
tofollow.Arun Jaitleyis a finance min-
ister who will go down in history as
one of the best. He came with a sharp
lawyer’s brain, a big position in the
party and the government, and the
prime minister’s trust which meant
that his budgets launched some new
policy initiatives, such as Aayushman
Bharat in his last budget.

This year’s budget is remarkable
for not giving in to shrill demands in
the past fewweeks about reviving the
economy as consumer spending was
slowing down. Tax cuts is the only
thing newspapers want out of a bud-
get. My view is that the slowdown of
only 50 basis points in GDP growth
rate was a temporary cyclical dip
rather than a secular trend. Uncer-
tainty in pre-election days plus the
crisis in the NBFC sphere had tight-
ened credit. Car sales were down but
no surprise. The FM refused to panic
and fixed her sights firmly on thelong
runrather than the short run.The only
concession to short term pressures
was not to reduce the deficit below
what Jaitley had set in his 2018 Bud-
get. But, the income tax rate on top
incomeswas raised making thisarare
redistributive budget.

DESAI

Prominent economist and labour
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That apart, the Budget was for the
long term and concerned with
growth. Issues of water, energy, and
environment (e-vehicles) were put in
the front. Investment, raising labour
productivity, rationalising the R&D
infrastructure, and attracting FDI
were the themes. This was a way of
declaring that the BJP is now getting
used to being the governing party.
Even if there are state elections later
in the year, the FM’s focus was not
short-run political but long-run
developmental. Modi 2.0 is continu-
ous with Modi 1.0.

Modi has focused on
human development

own future generations.

Paddy and sugarcane, both water-
guzzling crops,take away almost 60%
of India’s irrigation water. One Kkilo of
rice produced in Punjab requires
almost 5,000 litres of water for irriga-
tion,and oneKkilo of sugarin,say Maha-
rashtra, requires about 2,300 litres of
water. Estimates vary on how much
water the plant really consumes, how
much evaporates, and how much per-
colatesbackinto groundwater.But tra-
ditionally, say a hundred years back,
eastern Uttar Pradesh and Bihar used
to be the sugarcane hub while rice was
grown largely in eastern and southern
India, where rainfall was high and
water plentiful. All that changed with
new technology and populist policies
like free power.

No political party wants to touch
rationalisation of power pricing for
agriculture. Technological solutions,
like drip, sprinklers, etc, cannot make
much headway unless policies are put
on the right track. Israel has perhaps
the best water technologies and man-
agement systems, ranging from drips
to desalinisation to recycling (87%) of

(2 BENGAL POLITICAL VIOLENCE

Chief minister of West Bengal, Mamata Banerjee

Anti-socials are anti-socials, they should not be
related with any religion. A thief is a thief. If an incident
happens, the government will take action. The BJP is
trying to politicise everything.

urban wastewater foragriculture. PM
Modi also visited Israel to find solu-
tions to ourwaterwoes. But, my inter-
actions and visits to Israel revealed
one thing very clearly: technologies
can not go far enough unless pricing
is put on track.

Onewayoutisto give farmers mon-
etary rewards for saving water and
power. The existing situation can be
taken as a sort of current entitlement,
and if those who agree to get power
supplies metered save on power con-
sumption compared to current levels,
they can be monetarily rewarded.
Alongwith that, there could beincome
support on per hectare basis (say,
%15,000/ha) for less water-guzzling
crops, say maize or soyabean in Punjab
during kharif season. This would save
power subsidy and, more importantly,
precious groundwater.Atleast one mil-
lion hectares of paddy cultivation
needs to shift away from the Punjab-
Haryana belt to eastern India. Eastern
India can develop better procurement
facilities for PDS system for paddy,and
procurement from Punjab-Haryana
needs to be discouraged/curtailed.

Similarly, sugarcane needs to be
contained in Maharashtra and Kar-
nataka belt and expanded in UP/Bihar
belt. With new Co238 varieties that
give recovery rates of more than
10.5%, there is a good case that cane
can be developed for ethanol from this
belt. Will Modi Government 2.0 move
in this direction to save water? Only
time will show.

Groundwater Situation in India (2013)
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The India/Bharat cliché is now out-
dated. Much hasbeen donewith rural
electrification, housing, toilets and
connectivity to bring rural India
closer to the urban one.

Thisiswhy the themesin the Bud-
get harked back to the themes previ-
ously discussed—Make in India,
attracting FDI, making business eas-
ier,advancement of next-generation
technology, and environmental con-
cerns. There is an ambition to make
India a hub fora number of new prod-
ucts, especially electric cars. Here is
where the goal of a §5 trillion econ-
omy comes in. It is not
just the present economy

since the beginning. The Budget was for enlarged;itwillhavetobe

Cleanliness, toilets,
electrification, solar
energy, rural housing,
transport infrastruc-
ture, and cooking gas
have all been his con-
cerns. He is the first
Human Development
Prime Minister of India.
The focus of the econ-

the long term and
concerned with
growth. Issues of
water, energy, and
environment (e-
vehicles) were put
in the front.

adifferent economyalto-
gether. Words like Artifi-
cial Intelligence, robotics
are not shunned.

The one specific policy
move which will be criti-
cised is the tax on
petrol/diesel. In my view,
this is distinctly progres-
sive and crucial,if Indiais

omy has shifted from - to meet the challenge of

the visible headline

concerns—labours and land market
reform, entitlement proliferation as
happened during UPA, and the
India/Bharat Debate. From the out-
set, Modi has accepted the economic
governance machinery as it is and
sought to make it work better. He is
not a radical reformer but a deter-
mined implementer of pro-
grammes—his own and those which
he hasinherited incomplete from the
preceding UPA-II. Bharat has been as
central to his focus as India has been.

clean air. Some of the
most polluted cities of the world are
in India.Though people will complain
about the hardship this move causes
to middle class and its likely impact
on inflation, it is right that the real
social cost of individual transport
should be forwarded.

Another complaint is that the
deficit target has remained where it
was last year. Last year the deficit was
not achieved, albeit by 0.01% .The
sooner the deficit is brought down
the better.
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LETTERS TO

THE EDITOR

Sunset for the Nehru-
Gandhi family

All speculation on whether Rahul
Gandhi would continue as Congress
President has finally been laid to
rest with the scion of the Indian
political dynasty putting in his
papers. Training his guns on senior
leaders for the party's debacle in
the Lok Sabha polls, Rahul made it
clear that accountability is critical
for the future growth of the party.
Mr.Gandhi also changed his Twitter
handle status from ‘party president’
to 'Congress member'. The
development brings the curtains
down on the sway the Gandhi
family had on post-independent
India and it will be interesting to see
the baton change hands to a non-
Nehru-Gandhi family member.

— NJ Ravi Chander, Bengaluru

Lacklusture budget

While much was expected from a
budget, particularly after BJP's
massive electoral victory, people
have been disappointed with such
a lacklustre budget. Sitharaman
scripted a sizeable portion of her
budget speech notes to eulogise
the BJP government, but she failed
to enthuse listeners with any
concrete proposals to boost the
economy of the country, either on
the macro level or on the micro
level. The budget disappointed the
agricultural sector, SMEs and even
the heavy industries, but seemed to
indicate the government's support
of privatisation. An incisive analysis
would prove that this is not a pro-
Aam Aadmi budget but that of the
affluent and the rich. The fiscal
deficit percentage quoted is highly
debatable and the trillion-dollar
economic growth envisaged, highly
utopian.

— Anna Mary Yvonne, Chennai
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ITH DECEL-
ERATING
GROWTH,

an amply
evident
slowdown of consumption and
the exceptional Rs 1.6 trillion
shortfalls in revenues last year, the
government’s challenge of weighing
a countercyclical fiscal response
against the tight financial constraints
was understandably tough. The bud-
getary check was binding even more
because of the visible, undesirable effect
of excessive publicborrowing uponinter-
est rates and thereby private invest-
ments. How does the Budget fare in this
light? And what possible impact might
this balancing have?

To start with, the government has
done theright thingin sticking to the fis-
cal consolidation path. Not only has it
stuck to the fiscal deficit target of 3.3%
of GDP, it has gone one step ahead and
included the extra-budgetary resources
it has been raising into the stock of cen-
tral government public debt—at 0.7% of
GDPlastyear, the addition of extra-bud-
getaryliabilities showthe debt-GDPratio
at 48% of GDP in FY20 against an esti-
mated 47.3% a year ago. The Centre’s
public debt-GDP ratio is seen declining
40 basis points from 48.4 last year.
Equallylaudableis the medium-term tar-
getoutlined by the government toreduce
accretions to the EBRstockto zeroin five
years’time.

So, if a government adopts a fiscal
consolidation strategyata time of no fis-
cal space but with pressures of reviving
growth, how does it set its fiscal policy?
How does it stimulate growth and stick
to fiscal consolidation at the same time?
With such a macroeconomic configura-
tion,a government should not raise taxes
(procyclical) and more specifically, focus
on revenue expenditure reform to move
scare resources to public capex to encour-
age growth.On this measure, the Budget
scores very poorly. There should have
been dramatic revenue expenditure
reforms torelease resources for spurring
growth. Unlike structural reforms,
expenditure reformsareverymucha part
of the Budget, which makes no such
effort.There is no cut in subsidies, where
their respective shares in GDP remain
constant. Even the food subsidy, which
could have constituted a great start for
reforming expenditure at an optimal
time of low food prices, increases by Rs
129 billion. It is most unfortunate that
there not even asinglereform stepin this
direction to carve out space for scaling up
public expenditure.

This aside, many commentators have
noted the discord in growth assumptions
underlying the budgeted revenues.
Specifically, these are predicated upon
the older, revised estimates of FY19 (RE)
instead of the most recent, provisional
estimates (PE) that have been published
by the government accounts controller.
The problem is the vast gap in tax rev-
enue growth between these two sets of
estimates: Substitute PEin place of RE to
see the incredibly overoptimistic projec-
tions: in reality, net tax revenues would
have to grow nearly double the more
sober growth rates shown in the Budget,
personal income taxes would have to
growmore than three timesand GSTrev-
enues would have to increase four-fold!
The governmentis not oblivious to these
factors,but is hoping to turn the tide.

RENU
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The author is a New Delhi-
based macroeconomist
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Hope is not a

strategy

The government is yet to come to terms
with low revenue realisations. A return of fiscal dominance
could close the window for further easing of monetary
policy; it would also disincentivise global capital the
Narendra Modi government plans to attract

To be fair, the government has not
departed from tradition—in FY15 too,
the full Budget rested upon revised esti-
mates for FY14. But then the Interim
Budget was presented in March, when a
reasonably credible idea of tax collections
is obtained. The problem is that since
then, the Budget presentation has
advanced to February 1,when there s lit-

tle ornoinformation available about the
last quarter’s outturn. This is leading to
larger gaps between revised and provi-
sional tax revenues. In turn, this is
becoming an issue of credibility and a
source of uncertainty. The government
must re-look this pattern in the context
of advancing its Budget presentation
time.

INANCE MINISTER NIRMALA
Sitharaman presented her
maiden Budget with encourag-
ing remarks that the Indian
economy had reached from
$1.85 trillion in FY14 to $2.7 trillion by
FY19.The government has set the aspira-
tional target of taking it to $5 trillion by
FY25 with considerate focus on three main
growth pillars: investments in infrastruc-
ture,digital economy and job creation.

From an indirect tax standpoint, the
FM indicated that indirect tax landscape
has significantly changed with the imple-
mentation of GST, which subsumed 17
taxesand 13 cessesinto one single tax.The
teething problems with regard to GST
implementation have more orless settled
and thereisa considerable reductionin tax
rates on majority of goods and services in
the last two years. Now there has been
buoyancy in revenue collections.

The GST Council is further aiming
towards simplifying GST processes.In this
regard, the proposal for a single monthly
return has been rolled out. Furthermore,
taxpayers with annual turnover of less
than Rs 5 crore are required to file GST
returns on a quarterly basis. The FM also
highlighted its recent proposal to move
towards electronicinvoicing from January
2020, which is expected to reduce the
compliance burden and will eventually
phase out the e-waybill system.Other GST

Effort towards stable
economic growth

The government has
laid the foundation
for India’s growth and
development for the
times to come

proposals such as facility to transfer the
cash balances available in the electronic
cash register from one head to another
head for discharge of tax liability, payment
of interest on net cash tax liability, consti-
tution and other administrative aspects
relating to setting up and functioning of
National Appellate Authority Ruling, etc,
are welcome provisions to boost the con-
fidence of India Incin the new tax regime.
Otherindirect tax proposals are largely
focused on promoting ‘Make in India’,
reducing import dependence, protection
to MSMEs and promoting clean energy.
Defence being the priority sector, the
government has proposed to exempt the

GAUTAM
KHATTAR

The author is partner,
Indirect Tax, PWC India
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import of defence equipment that are
not manufactured in India, from the levy
of the Basic Customs Duty (BCD). This
exemption has a sunset clause of June
30,2024.

In orderto provide the domesticindus-
try a level-playing field, BCD is being
increased on certain items such as cashew
kernels, PVC, auto parts, CCTV camera, IP
camera, digital and network video
recorder,etc.Also, BCD exemptions on cer-
tain electronicitems such as microphones,
receivers, SIM sockets and connectors for
use in cellular mobile phones, etc, which
are now being manufactured in India, are
being withdrawn.

INDIRECT TAXES

Consider last year’s (FY19)
revenue performance in this
context: Overall net tax rev-
enues grew a mere 6% on
comparable base against the
21%budgeted growth; income
taxes grew 13% against a pro-
jected 20%.The revenue deficit
as per CGA’s provisional esti-

mates is actually 2.3% of GDP
even as the FY20 Budget based
upon revised estimates continues
with 2.29% of GDP!

So, while markets may have
responded positively to fiscal discipline
of the 3.3% line, as also the prospects
opened by the sovereign borrowing
abroad in foreign currencies, reality is
bound to sink in sooner than later once
agents have seen through the numbers.
All stakeholders gobythelatestinforma-
tion onrevenue outturns nomatterwhat
the FY20 Budget may show.

The real consequences of such
overoptimism on the revenue side could
be serious and negative for growth
should actual performance not match
projected outcomes. GST revenues have
grownameasly 7.2% in April-June sofar,
while corporate revenue growth was -
51%inApril-May.These factsare neither
unknown nor gone unnoticed.Areplay of
lastyear’s interaction between overopti-
mistic revenues and sharp expenditure
compression with dire growth conse-
quences cannotbe ruled out therefore.In
the second half of last year (FY19),as tax
revenue collections lagged severely
behind, the governmentwas forced to cut
spending, pulling down growth into a
vicious spiral compounded by the nega-
tive shock of the NBFC crisis. While total
expenditure cut was 6% against revised
expenditure estimate, the pressure to
retain spending inan election year spilled
over upon off-budget borrowings and
subsidy rollovers with disturbing conse-
quences for long bond yields and mone-
tary policy transmission.

There is some hope that RBI may
decide to transfer a good sum of past
reserves to the government. We don’t
know yet its quantum and if this comes
free of conditions attached.Once agents
have seen through the actual revenue
performance and factor that in, bond
yields could respond adversely. Uncer-
tainty could increase as agents speculate
on how the government could possibly
meet its targets—through off-budget
borrowings,even more subsidyrollovers,
and so on. On its part, the government
could once again be compelled to cut
expenditure, extracting a cost from
growth and causing uncertainty on this
front as well. Producers would bear the
brunt of higher interest rates and the
refusal of monetary easing to transmit.
Consumers would suffer from reduced
spending as expenditures are squeezed.
The promise of sustained welfare spend-
ing in the first Budget of the second
tenure of the government may not
materialise.

The government selling an aspira-
tional goal of a $5-trillion economy by
2024-25 must remember the old adage
‘hope is not a strategy. It must come to
termswith prospects of low tax revenues,
focus upfront upon divestment proceeds
and other non-tax revenue sources. A
return of fiscal dominance could close
the window for further easing of mone-
tary policy; it would also disincentivise
global capital the Narendra Modi gov-
ernment plans to attract.

Do or dry

Thirsty Indian cities have a management
problem, not a water problem

ETWEEN DECEMBER AND June, the largest
reservoir supplying Chennai shrivelled and
then vanished. From the window of a plane,
darker patches suggest Puzhal Lake still holds
some water. Close up, the “water” turns out to
bejust a different shade of mud.

Puzhal is indeed “bone dry,” says T Prabhushankar, the
head of Chennai’s water board, and so are three more lakes
that are the other main sources of water for the city’s 8 mil-
lion people.In his AC office,a computerscreen indicates that
the city’s reservoirs,which have a total capacity of 11 billion
cubic feet, contain a minuscule 25 million cubic feet.“There
isnothingtohideaboutit,”he shrugs.“There hasbeennorain
for 190 days, so there is no water.” Yet Mr Prabhushankar is
not worried. Not only does he expect to get through the cur-
rent dry spell—Chennai’s worst since 2004—he also insists
that, forthe city,waterscarcitywill soon be a thing of the past.

As with India as a whole, the growing city’s demand for
water has placed huge stress on traditional sources such as
groundwater, rivers and lakes.And, like all of India’s 1.3 bil-
lion people,Chennai’s thirsty inhabitants mayverywell face
long-term dangers from climate change,one effect of which
ismore erraticrainfall. But while it is easy to blame both the
city’sand India’s water woes on nature,a closer look reveals
a legacy of poor management, lax laws and underinvest-
ment.Most of the time, the two annual monsoons suffice to
top uplakes and groundwater.The trouble comes when leaks
spring in the system.

To allay Chennai’s acute scarcity, which is likely to last
until the winter monsoon in November (for India’s east coast
this is heavier than summer rains), the water board has con-
tracted an impressive 1,000 GPS-tagged water tankers,each
making up to a dozen daily runs. Free deliveries of drinking
waterreach everystreet in the city once every two days. Local
volunteers ensure it is rationed fairly—typically 30 litres a
day for each household.

As neighbours in the middle-class Mylapore district line
up brightly coloured pots forthe scheduled tanker tofill, there

is more good humour than
I annoyance. It was worse in the
2004 drought,recalls the tanker
driver: there were so many
fights he needed police protec-
tion.Kamala Kanan,alocal busi-
nessman,saysitisabore having
towait forand haulwater,and it
isbarely enough for the 13 peo-
plein hishouse. But the distrib-
ution is reliable, free and fair.
Andluckily his familyhasaccess
to groundwater.This has grown
saltier but they use it for wash-
worry about going ing aqd sanitation. R(.esid.ents of
thirsty two different slum districts say
they get piped water for a few
eessssssss——————  Minutes a day.Itis also enough,
but sometimes stinks of sewage,

so for drinking they buy 20-litre drums for about $0.5 each.

MrPrabhushankarexplains that the cityhasbeenable to
sustain about two-thirds of normal supply because it
planned ahead. Two recently built desalination plants, new
borewells, expanded facilities to recycle sewage and a new
220km pipeline from a distant reservoir all add to supply.
Both desalination and recycling capacity are set to triple
within five years. Faced with complaints of dwindling
groundwater, the government promises to enforce long-
standing laws mandating that all buildings should be
equipped to harvest rainwater. It has also pledged to main-
tainnot onlyits big reservoirs,but hundreds of smallerbod-
ies of water that could help insure against drought.

The promise is welcome, but not convincing to Sekhar
Raghavan of the Rain Centre,an NGO thatlobbies for better
water management. Its research shows that, despite 99%
compliance on paper,only 40% of buildings actually do trap
rainwater and store it or inject it into aquifers. The severity
of floods that hit the city in 2015 was largely owing to the
government’s failure to clean and desilt canals and lakes or
tobuild anadequate sewer system, Mr Raghavan says: “They
arejokers.Theywould rather spend huge money on big new
projects and giant storm drains than on fixing what is bro-
ken,which is our natural water-storage capacity.”

Still, Mr Raghavan is optimistic. When he started out
decadesago,hiswasalonelyvoice.Now, he says,ordinary cit-
izens are demanding action, or acting themselves. He has
anothernewally,too.Spooked by rapidly depleting ground-
water, the central government plansavast nationwide cam-
paigntorevamplocal reservoirs. Perhaps if the government
also stopped promoting greedy crops such as rice and sug-
arcane,did more to curb rampant pollution,and considered
installing meters and applying realistic prices to regulate
water consumption, India really would not have to worry
about going thirsty.As Mr Raghavan says,“You cannot com-
plain about nature.It’s we that have to adapt to nature.”
THE ECONOMIST

If the govt stopped
promoting greedy
crops such as rice
and sugarcane, did

more to curb
pollution, and
regulate water
consumption, India
would not have to

To further promote domestic manu-
facturing,customs dutyreductionisbeing
proposed on certain categories of raw
materialsand capital goods such asinputs
for manufacture of artificial kidneys and
disposable sterilised dialyser and fuels for
nuclear power plants. At the same time,
special additional excise dutyand road and
infrastructure cess has been proposed to
be increased on petrol and diesel byRs 1 a
litre. Customs duty on gold and other pre-

cious metals hasbeen increased from 10%
to 12.5%.

The Budget proposals has specific
mention towards the use of cleaner energy
and providing affordable and environ-
ment-friendly public transportation
options for the common man.The govern-
ment has senta proposal to the GST Coun-
cil for reduction in GST rate on EVs from
the current 129% to 5%. Also, an income
taxrebate scheme hasbeen proposed pro-

viding a rebate of Rs 1.5 lakh on interest
onloan to the buyer to boost the sector.

In order to curb bogus transactions
and unfair trade practices relating to mis-
use of duty free scrips and drawback of
value more than Rs 50 lakh, prosecution
provisions have been made more strin-
gent by making such unfair practices
cognisable and non-bailable.The govern-
ment is mindful of the fact that the GST
regime is two-year old. Despite this, India
Inc is grappling with large pending liti-
gations pertaining to the erstwhile tax
regime. Realising the need for minimisa-
tion of tax-related disputes and focus on
restructuring of tax administration, the
FM has proposed to roll-out a Legacy Dis-
pute Resolution Scheme to facilitate
trade and industry in quick closure of
pending disputes.

The government has laid the founda-
tion for India’s growth and development
forthe times to come.With a special impe-
tus on digital economy and start-ups, the
government is likely to transform the cur-
rentassessment model to faceless e-assess-
ments involving no human intervention.
To begin with, such faceless assessment
shall be carried out in the sphere of direct
taxation and will eventually be rolled out
underindirect taxes as well.

(With inputs from Kishore Kumar,
director, Indirect Tax.)
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Less than two-thirds (63.14%) of the Northeastern states — Assam

country’s schools have electricity con-
nections, according to data from the
Unified District Information System for
Education (UDISE) for 2017-18 (provi-
sional) tabled in Lok Sabha on Monday.

All schools in three Union
Territories — Chandigarh, Dadra &
Nagar Haveli and Lakshadweep —
have a connection, followed by the
states and UTs of Delhi (99.93%),
Gujarat (99.91%), Puducherry, Tamil
Nadu (99.55%), Punjab (99.55%), Goa
(99.54%) and Daman & Diu (98.6%). At
the other extreme are three

GOVERNMENT ELEMENTARY SCHOOLS ELECTRIFIED, LAST 3 YEARS

(24.28%), Meghalaya (26.34%) and
Tripura (31.11%). Two other
Northeastern states — Arunachal
Pradesh (37.5%)and Manipur(42.08%)
— are in the bottom 10 (see bar graph).

The ministry reply said that under
the erstwhile Sarva Shiksha Abhiyan
(SSA) until 2017-18 and the present
Samagra Shiksha (effective from 2018-
19),1,95,519 government elementary
schools have been provided internal
electrification until March 2019. The
ministry provided state-wise figures
for the last three years (see table).

STATE 2016-17 2017-18 2018-19
Andhra 1,168 2,595 0
Maharashtra 112 519 0
Kerala 0 0 613
Chhattisgarh 105 19 281
Uttarakhand 0 50 170
Himachal 68 39 10
TOTAL 1,453 3,222 1,074

Source: Quarterly progress reports furnished by states, via Ministry of HRD

THais WORD MEANS

PROVENANCE

Ownership record of works of art, at the centre of
controversy around auctioned Tutankhamen head

ON THURSDAY, Christie’s auctioned a
stone head of pharaoh Tutankhamen,
amid protests by Egyptian authorities and
activists (The Indian Express, July 8). At the
heart of the controversy around the sale,
which fetched £4.7 million ($6 million), is
the question of ‘provenance’. In matters of
antiques, the word means “the record of
the ownership of amovable work of art”.

When provenance is unclear, museums
and institutions of repute do not usually
deal with such works of art. Over 100 coun-
tries are signatories to the UNESCO 1970
Convention on the Means of Prohibiting
and Preventing the Illicit Import, Export
and Transport of Ownership of Cultural
Property. For evidence of provenance, UN-
ESCO relies on an Interpol database of
stolen objects and national inventories.

When an object is not listed, establishing
its provenance becomes problematic.

In this case, Egyptian officials have al-
leged that the pharaoh’s head was stolen,
while Christie’s has asserted that it can
date its provenance to a time before the
UNESCO Convention came into effect. The
Guardian quoted Zahi Hawass, a former
Egyptian minister of antiquities, as say-
ing that he believed the head had beenil-
legally exported in 1970 — the year UN-
ESCO instituted the Convention. On the
other hand, Christie’s said in a statement:
“The present lot was acquired from Heinz
Herzer, a Munich-based dealer in 1985.
Prior to this, Joseph Messina, an Austrian
dealer, acquired it in 1973-74 from Prinz
Wilhelm von Thurn und Taxis who reput-
edly had itin his collection by the 1960s.”

THEINDIAN EXPRESS, TUESDAY, JULY 9,2019
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Declared ‘foreigners’ in absence

In 33 years, 64,000 in Assam have been declared foreigners by ex parte orders. Under what circumstances
do Foreigners’ Tribunals deliver such orders? Ahead of publication of final NRC, a look at a complex process

ABHISHEK SAHA
GUWAHATI, JULY 8

LAST WEEK, Minister of State for Home G K
Reddy told Parliament that between 1985 and
February 28, 2019, Foreigners’ Tribunals in
Assam have declared 63,959 persons foreign-
ersinex parte proceedings — or, in the absence
of these persons. According to state govern-
ment data presented in an affidavit to the
Supreme Court and in the Assembly this year,
FTs declared 1,03,764 persons foreigners be-
tween 1985 and August 2018. These would in-
clude many of the 63,959 whose cases were
decided by ex parte orders until February 2019.

How do Foreigners’ Tribunals work?
These are a key player in the exercise to
identify illegal immigrants in Assam, and in
focus now ahead of the July 15 publication of
the final National Register of Citizens (NRC).
The Foreigners’ Tribunals — 100 existing and
200 more to be functional by September 1 —
are quasi-judicial bodies meant to “furnish
opinion on the question as to whether a per-
son is or is not a foreigner within the mean-
ing of Foreigners Act, 1946”. In 1964, the
Centre passed the Foreigners’ (Tribunals)
Order under provisions of Section 3 of the Act.
The FTs get two kinds of cases: those against
whom a “reference” has been made by border
police, and those whose names in the elec-
toral rolls have a D (Doubtful) against them.

Under what provision do Foreigners’
Tribunals pass ex parte orders?

Section 9 of the Foreigners Act says that
“the onus of proving that such person is not
a foreigner or is not a foreigner of such par-
ticular class or description, as the case may
be, shall, not withstanding anything con-
tained in the Indian Evidence Act, 1872, lie
upon such person”.

Thus, the accused has to prove he or she
isanIndian. “Since the onus is on the person,
if he or she is absconding and doesn’t appear
before the tribunal, the member can pass an
ex parte order,”a former member of a
Foreigners’ Tribunal, who did not want to be
named, told The Indian Express.

Previously, under the Illegal Migrants
(Determination by Tribunals) Act, 1983, the
onus of proving one’s nationality or otherwise
lay on the complainant. In 2005 (Sarbananda
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A Foreigners’ Tribunal in Barpeta, one of the 100 in Assam. Abhsihek Saha

Sonowalvs Union Of India), the Supreme Court
struckdown the IMDT Act and held thatit “has
created the biggest hurdle and is the mainim-
pediment or barrier in the identification and
deportation of illegal migrants”.

What are the circumstances under
which ex parte orders are passed?

In an affidavit in the Supreme Court in
April this year, the Assam government said,
“Inforeigners’ cases, it is seen that when one
comes to know that an investigation is being
made regarding his citizenship status or that
a reference has been made against him, he
shifts to other unknown places and there re-
mains no option before the Foreigners’
Tribunals but to decide the cases ex parte.”
The affidavit adds that in some cases, the sus-
pected foreigner “appears before the
Foreigners’ Tribunals on receipt of the notice
and even files written statements along with
few copies of documents” but eventually
stops appearing on later dates.

“However, it is seen that he remains ab-
sent for quite a long period and the cases are
disposed of ex parte on the basis of the copies
of documents and written statements filed
by him. These are the few reasons for which
large number of reference cases are disposed
of ex parte by the Foreigners’ Tribunals,” the

Assam government told the Supreme Court.

But why do the accused stop appearing?
Families of persons who have faced
Foreigners Tribunals and their lawyers cited var-
ious reasons, a key one being that the notice of-
ten fails toreach theaccused. “Anoticeis served,
say,attherented house of a construction labourer

where has was staying when the borderwing of

the Assam Police had investigated him months
earlier. The person does not stay there anymore
and has moved to work at another construction
site in another district, and he won't get the no-
ticeand won't know thathe hastoappearatthe
Tribunal,” said lawyer Aman Wadud, who has
represented many alleged foreigners at Gauhati
High Court and Foreigners’ Tribunals.

“In a vast majority of cases, police don’t
serve the notice of the Tribunal upon the ac-
cused — as aresult, these persons are declared
foreigners without their knowledge,” Wadud
alleged. “In some cases, despite receiving the
notice, many don’t appear or stop after a few
appearances because of poverty, illiteracy and
complexity of the procedure. There are also
cases where the accused didn’t appear be-
cause of wrong advice by lawyers.”

The government affidavit mentioned the
issue of the way notices are served. It said that
inmany cases, the “proceedees evade and re-

fuse to accept the notices and therefore the
notices are served in the substituted manner
as provided”. “Onreceipt of the report of such
service submitted by the process server, the
cases are disposed of ex parte,” it said.

Rule 3A of the Foreigners’ (Tribunal) Order,
1964, says that if a Tribunal has passed an ex
parte order and if the person has “sufficient
cause” for non-appearance, the person has to
file an application within 30 days of the order.
If that happens, the FT member can set aside
the ex parte order and decide the case accord-
ingly. This allows FT members to decline toac-
cept an application if filed after 30 days.
Lawyers also argue that if an ex parte order has
been passed, it is highly unlikely that the per-
son will get to know of it within 30 days.

Cananaccused contest an ex parte order?

The government affidavit said: “The said
order may be reviewed by the Foreigners’
Tribunalif sufficient reasons are shown by the
proceedee for his absence or for having no
knowledge about the cases, within the absence
or for having no knowledge about such order.”

The provision for review derives from
CrPC Order 9 Rule 13, which says that if one
satisfies the court that the summons was not
duly served, or that one was prevented by any
sufficient cause from appearing when the suit
was called on for hearing, the court can pass
an order setting aside the ex parte order.

Not many lawyers, however, use this pro-
vision, according to the former Tribunal
member. A Guwahati-based lawyer said
many lawyers do not apply for a review be-
cause the accused has to appear before the
Tribunal to file his appeal, and “if the order
is not set aside that day, then he or she will be
arrested”. Because of the risk of arrest, some
lawyers, in fact, advise their clients to not ap-
pear on the final day of their case.

What happens if an exparte order does
not come up for review, or a review fails?

If police can track the person after the or-
der, he or she will be arrested and put into a
detention camp. If not, the person will be an
‘untraced foreigner’. Many ‘declared foreign-
ers’ appeal in the High Court and then the
Supreme Court against an order by the FT.
There are many in Assam’s six detention
camps — as aresult of both ex parte and con-
tested orders —whose appeals are pending
in higher courts.

What the change of power in Greece signals

UDIT MISRA
NEW DELHI, JULY 8

SUNDAY'’S NATIONAL elections have ended
Alexis Tsipras’ tenure as the prime minister of
Greece. The firebrand leader of the left-wing
Syriza (an acronym for The Coalition of the
Radical Left) party conceded defeat after
Kyriakos Mitsotakis’ centre-right New
Democracy party won aresounding mandate,
cornering nearly 40 per cent of the vote and
reaching a comfortable majority of 158 seats
in the 300-seat strong house. Tsipras, who
came to power in 2015, half expected electoral
losses after the setback in the European
Parliament elections in May, and advanced
the national elections due in October in a bid
to minimise damage. However, his successor
has a tough road ahead as the problems plagu-
ing Greece have no easy solutions.

Why did Syriza lose?

In many ways, the party’s performance
was intrinsically linked to the declining ap-
peal of its charismatic leader, Tsipras. Although
itis true that under his leadership, Greece has
slowly stepped back from the brink of a grave
financial crisis, yet, over the years, Tsipras

steadily moved away from his radical begin-
nings - including holding a referendum to ask
whether Greeks wanted to move out of the
eurozone. During his tenure, he moved closer
to the political centre inside the country and
became closely aligned to the same eurozone
countries and institutions such as the
International Monetary Fund that he opposed
during his mercurial rise four years ago. In the
end, it was his core constituency of voters that
seem to have abandoned him as they grew
disenchanted and impatient with his rule.

What were the key issues in the election?
The first major issue is the poor health of
the Greek economy. The onerous demands
placed by the bailout provided by the IMFand
eurozone countries has had a crippling effect
ongovernment spending. Each year there have
been cuts in government spending adversely
affecting pensions and healthcare benefits etc.
On top of that, the government has also
slapped high taxes - both on income and prop-
erty. By itself,an economic growth rate of 2 per
cent has not been enough to generate enough
jobs and income and alleviate the misery even
as taxation has broken the back of the middle
class and businesses. Predictably, unemploy-
ment has soared to 18 per cent — an unusually

Outgoing Greek PM Tsipras (right)
congratulates new PM Mitsotakis. Reuters

high figure for a eurozone economy.

What has exacerbated the discontent
among Greeks already reeling under a decade-
long economic distress has been the issue of
hundreds of thousands of migrants coming
into the country from Syria and other border-
ing nations. The country has beenincreasingly
divided over how to treat the immigrants es-

pecially when Greeks themselves do not have
access to basic healthcare and living conditions.

Does the new PM have the answers?

Not really. Mitsotakis, who is the son of a
former Greek PM, and has been educated in
Harvard and Stanford, seems to have benefited
from the voter’s anger against Tsipras. Asa per-
sonality, the understated and soft-spoken
Mitsotakis is quite different from his predeces-
sor. However, much like his predecessor who
moved towards the political centre from the
left, Mitsotakis has been steadily moving to-
wards the centre from the right. Many of views
donotexactly mirror those of other right-wing
leaders. For instance, he reportedly supports
LGBT rights and a less harsh approach on mi-
gration. Retaining the support of those who
have moved towards him, either away from
the far-right Golden Dawn party or from the
centre-left Syriza, would be a key challenge.

Similarly, on the economy, although
Mitsotakis has come to power promising
lower taxes and more prosperity, yet given
the fact that Greece is obligated to stringent
fiscal limits, which, in turn, requires the gov-
ernment to limit its spending and boost its
revenues, there is very little that Mitsotakis
can do to turn things around in a hurry.

Where to plant a trillion trees to save planet: study maps all land available

KABIRFIRAQUE
NEW DELHI, JULY 8

RESTORATION OF forests has long been seen
as a potential measure to combat climate
change. The latest special report by the
Intergovernmental Panel on Climate Change
suggests that anincrease of 1 billion hectares
of forest will be necessary to limit global
warming to 1.5°C by 2050. What has so far
been unclear, however, is how much of this
tree cover might be actually possible in the
existing conditions on the planet.

Now, researchers have quantified how
much land around the world is available for
reforestation, as well as the extent of car-
bon emissions these would prevent from
being released into the atmosphere. Trees,
which absorb carbon dioxide, are a natural
sink for the gas emitted into the atmos-
phere. According to the US National Oceanic
and Atmospheric Administration, trees ab-
sorb about 25% of the carbon dioxide re-
leased into the atmosphere by the burning

of fossil fuels, while the oceans absorb an-
other 25%. The half that remains in the at-
mosphere contributes to global warming.

How they worked it out

The study, by researchers with the
Crowther Lab of ETH Zurich university, has
been published in the journal Science. On
the basis of nearly 80,000 images from
around the world, they calculated that
around 0.9 billion hectares of land would
be suitable for reforestation. “We are trying
torestore a trillion trees,” Thomas Crowther,
co-author of the paper and founder of the
Crowther Lab, told The Indian Express by
email. If an area of 0.9 billion hectares is in-
deed reforested, the researchers calculated,
it could ultimately capture two-thirds of hu-
man-made carbon emissions.

“One aspect was of particular impor-
tance to us as we did the calculations: we
excluded cities or agricultural areas from
the total restoration potential as these ar-
eas are needed for human life,” lead author
Jean-Francois Bastin said in a statement.

Land that can support trees (total of current forested areas and forest cover
potential available for restoration). Crowther Lab/ETH Zurich

Earth’s continuous tree cover is cur-
rently 2.8 billion hectares, and the re-
searchers calculated that the land available
could support 4.4 billion hectares, or an ad-

ditional 1.6 billion hectares. Out of this, 0.9
billion hectares — an area the size of the US
— fulfil the criterion of not being used by
humans, according to the paper.

These new forests, once mature, could
store 205 billion tonnes of carbon, the re-
searchers calculated. That is about two-
thirds of the 300 billion tonnes of carbon
that has been released into the atmosphere
as a result of human activity since the in-
dustrial age.

“But we must act quickly, as new forests

will take decades to mature and achieve

their full potential as a source of natural car-
bon storage,” Crowther said.

Where’s that land

In India, there is room for an estimated
9.93 million extra hectares of forest,
Crowther told The Indian Express. India’s ex-
isting forest cover makes up 7,08,273 sq km
(about 70.83 million hectares) and tree cover
another 93,815 sq km(9.38 million hectares),
according to the Environment and Forest
Ministry’s ‘State of Forest Report 2017".

The study found that the six countries

with the greatest reforestation potential are

Russia (151 million hectares); the US (103
million hectares); Canada (78.4 million
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BECAUSE THE TRUTH

INVOLVES US ALL

CLASSROOM AND EYE

Saturation surveillance in schools would encourage
compliant learning — the opposite of education

HE AAM AADMI Party government in Delhi is on its way to becoming a role

model for other state governments with its commitment to school educa-

tion. It has diligently diagnosed and addressed maladies of the government

school system, from poor infrastructure to the lack of support for students
preparing for examinations. But its obsession with digital technology has now done it a
disservice, for it is headed towards turning schools into panopticons, and students into
compliant inmates. Classroom cameras will be made directly accessible to parents through
a smartphone app, allowing them to track behaviour and milestones in real time. Chief
Minister Arvind Kejriwal has brushed aside concerns about the privacy of children while
inaugurating saturation CCTV coverage in the first of over 1,000 Delhi schools, arguing that
they are sent to school to gain an education, learn discipline and become good citizens,
and not for private goals.

Itisa matter of concern that a chief minister heading a “progressive” government seems
to have so little idea of the value of privacy and the objectives of education. People are not
educated in order to become well-programmed automata, fungible drones who can be
plugged and played anywhere with equal facility. That was true only of the colonial era,
when the three Rs were taught to children destined to become administrators and clerks,
who could be sent anywhere in the world, from Bombay to Boston, and function equally
well. Apart from this colonial interregnum, the objective of education has always been to
nurture creative, sceptical minds which add to the sum of human knowledge by question-
ing received wisdom. The identification of discipline with education is therefore counter-
productive, and it would be impossible for children to be creative and individualistic in a
classroom where they are constantly aware of the eye of the camera, through which a par-
ent may be watching. Besides, classrooms do not only contain students. Teachers are, un-
surprisingly, essential components of the teaching environment, and no one appears to have
sought their consent to pervasive surveillance. The camera would discourage their cre-
ativity, too, and turn the classroom into a process-driven workshop.

Much of what is learned in school is off the curriculum. Values are not picked up only
from textbooks, but from role models like teachers, and classroom friendships teach the
child how to navigate the world. How to be a good citizen, or to use the scientific method,
are not curricular subjects, but are learned by usage, which calls for experimentation in
a reasonably free atmosphere. Surveillance for security is useful in monitoring access,
but to let it dominate the classroom is to open the door to a dystopia of compliance.

DILUTING THE CODE

In insolvency proceedings, distinction between secured
financial and operational creditors must be maintained

ASTWEEK, THE National Company Law Appellate Tribunal (NCLAT) approved
the resolution plan filed by ArcelorMittal for Essar Steel. But the two-member
bench of the appellate tribunal modified the manner in which the proceeds
from the sale would be distributed. Earlier, the resolution plan had proposed
to pay financial creditors 92.5 per cent of their dues. But as per the order, both financial
and operational creditors will recover 60.7 per cent each of their admitted claims. The
judgement, which, in effect, places operational creditors at par with secured financial
creditors at the time of settling claims, is likely to have far reaching consequences.

Under the Insolvency and Bankruptcy Code (IBC), Section 53 deals with the distribu-
tion of proceeds from the liquidation of assets. It lists the hierarchy in which various claims
against the firm would be settled. Under this waterfall mechanism, after the costs asso-
ciated with the insolvency resolution process and liquidation are settled, dues owed to
secured creditors and workmen have to be settled first. This is followed by discharging
dues of employees, unsecured creditors and governments, in this particular order. After
these claims have been settled, the balance is to be distributed among preference and
equity shareholders, in that order. Thus the structure draws a clear distinction between
the claims of secured creditors and operational creditors in the liquidation process, with
the former having the first right. However, the judgement draws a distinction between
claim settlement in the resolution and liquidation process. It notes that as the case is not
about “distribution of assets from the proceeds of sale of liquidation... the resolution ap-
plicant cannot take advantage of Section 53 for the purpose of determination of the man-
ner in which distribution of the proposed upfront amount is to be made in favour of one
or other stakeholders”. Creating this distinction is problematic.

The consequences of this order stretch beyond this particular case. To argue that claims
of financial creditors can be treated at par with operational creditors would muddy the
waters as it loses sight of the basic distinction between secured and unsecured creditors.
In fact, in its judgement on the constitutionality of the IBC earlier this year, the Supreme
Court had justified the difference between financial and operational creditors, making a
critical distinction between financial debts which are secured and operational debts
which are unsecured. Reportedly, lenders in the ArcelorMittal/Essar Steel case plan to
move the Supreme Court to appeal against the NCLAT decision. The Supreme Court would
do well to clarify this issue.

HER OWN SCRIPT

Playing to win need not mean playing safe.
Megan Rapinoe offers a reminder

ANY MONTHS AGO, Megan Rapinoe, star of the freshly-crowned

American World Cup winning football team, had told Eight by Eight mag-

azine she wasn’t going to the White House (most winning teams are

known to stop by), and added she doubted if she’d get an invite. When
the video resurfaced, it attracted the typically incoherent wrath of US President Donald
Trump. He chided Rapinoe about learning to respect the country, White House, flag, etc.
This, he said, was “especially since so much has been done for her and the team”. Rapinoe,
of course, got the job done in the World Cup final against Holland at Paris with penalty
kicks. But she left no room for doubt about her choice to not be “co-opted”.

Being co-opted is one of sport’s oldest phenomena. Not just the Roman emperors or
the Nazi regime, every ruling dispensation loves casual control over winning athletes,
parading them around as the nation’s success stories. But in the US, there’s no dearth of
Tommie Smiths and John Carloses with their Black Power salutes and Muhammad Ali
with his ability to defy and the conviction to strike the dissenting note. Rapinoe, a cham-
pionin the same mould, has similarly become a global darling for refusing to back down
after Trump’s harangues.

In India, never is co-option as evident as in the lead-up to national sports awards,
when athletes are forced to angle for the Arjuna through political lobbying, and ahead of
Republic Day, for the Padma awards. There is mindless parroting of scripts handed down,
with little thought given to independent opinions. Not the most politically attuned nor
astute, most Indian athletes have never spoken their mind unless it aligns with predictable
jingoism. Playing safe equals playing to win here, there’s no Megan Rapinoe in sight.
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WORDLY WISE

WE DON'T NEED NO THOUGHT CONTROL.
— ROGER WATERS

Budget and the world

Coordination between managers of economic and
foreign policies is necessary — more so today

SANJAYA BARU

AN UNEXPECTED ANNOUNCEMENT in
Finance Minister Nirmala Sitharaman’s
Union budget speech was the proposal for
the government to raise funds globally by
borrowing abroad to bridge the deficit at
home. Itis not anidea one readily associates
with a nationalistic political party like the
Bharatiya Janata Party. The reason why since
1991 successive governments chose not to
seek fueling growth through external bor-
rowing was because of the terrible memory
of what excessive and short-term borrow-
ing in the 1980s did to India’s global standing.

While the PV Narasimha Rao govern-
ment entered into a fiscal stabilisation and
structural adjustment programme with the
International Monetary Fund and the World
Bank in 1991 to manage the balance of pay-
ments consequences of the fiscal and exter-
nal economic policies of the 1980s, no gov-
ernment has since been willing to tap funds
through external borrowing. Sitharaman’s
proposal to launch sovereign bonds draws
attention to the binding constraint on growth
imposed by inadequate government fi-
nances and domestic savings. Resisting the
temptation to print money and spend one’s
way to growth, the finance minister has
opted for incentivising private investment
and borrowing abroad.

Taken along with the currency swap
agreements signed last year with Japan and
the United Arab Emirates, the Indian econ-
omy’s dependence on external finance is once
again growing. With merchandise exports re-
maining sluggish, the finance minister has
turned to import substitution in the name of
Make in India. Partly to ward off criticism of
protectionist trade policies from developed
economies, the government has opened doors
more widely to foreign direct investment.

If the government is able to stimulate
new economic activity and thereby ease the
domestic fiscal constraint, it will have more
leg room to spur growth. However, this will
have to be done with care, given increased
exposure to global sentiments that comes
with increased dependence on external fi-
nance and markets. In days to come, India
will have to engage its global economic part-
ners and financial markets to enable the fi-

Taken along with the
currency swap agreements
signed last year with Japan
and the United Arab
Emirates, the Indian
economy’s dependence on
external finance is once again
growing. With merchandise
exports remaining sluggish,
the finance minister has
turned to import
substitution in the name of
Make in India. Partly to ward
off criticism of protectionist
trade policies from
developed economies, the
government has opened
doors more widely to foreign
direct investment.

nance minister to raise the funds required to
finance higher growth. Equally, the com-
merce minister too will have to engage the
world to justify the tariff measures an-
nounced in the budget. Managing both fronts
will require deft diplomacy.

What could have prompted Prime
Minister Narendra Modi to encourage
Finance Minister Sitharaman to walk this
path? It seems to me that Modi has con-
cluded from his external engagements over
the past few months that the global political
environment is conducive to India’s in-
creased external financial dependence even
as it becomes more protectionist on the trade
front. Incidentally, this stance is the exact op-
posite of the one adopted in 1991 when India
chose to reduce external financial depend-
ence while pursuing trade liberalisation.

In 1991 such trade liberalisation was facil-
itated by exchange rate depreciation. Today
trade protectionismis being necessitated by
exchange rate appreciation. Raising funds
through dollar-denominated sovereign
bonds will only continue to exert pressure
against exchange rate depreciation.
Managing the balance of payments with the
trade account seeking depreciation and the
capital account resisting it will be tricky.

What s interesting from a policy perspec-
tive is that Prime Minister Modi seems to be-
lieve that the external environment can in
fact be more supportive of India’s growth as-
pirations even when the domestic environ-
ment remains challenging. This stance re-
calls to my mind a statement made by then
Prime Minister Manmohan Singh at the India
Today Conclave in February 2005: “I submit
to you for your consideration”, he said, “the
idea that the global environment has never
been more conducive for India’s economic
development than it is today. The world
wants India to do well. However, we recog-
nise that our real challenges are at home.”

Prime Minister Modi may well feel the
same way today. He must, of course, be
mindful of the fact that even if the global po-
litical environment may be equally con-
ducive, the global economic environment is
less so compared to 2005. Securing external
support for India’s emerging strategy to be-

come a US$5 trillion economy requires
greater coordination between the managers
of foreign policy and diplomacy, on the one
hand, and financial and trade policies on the
other. This, in essence, is the geo-economics
of the budget.

Prime Minister Modi has an effective
team of four persons in place, including
Finance Minister Sitharaman, External
Affairs Minister S Jaishankar and the minis-
ters for industries and trade, Piyush Goyal
and Hardeep Puri, to coordinate economic
and foreign policy aimed at raising the rates
of investment and growth and India’s share
in world trade and capital flows. While
Sitharaman and Goyal have a good grasp of
the domestic economy and politics,
Jaishankar and Puri are able diplomats with
experience in economic diplomacy.

Such coordination between the man-
agers of economic policy and of foreign pol-
icy has always been necessary but today itis
more so both because of the many structural
changes in global power and economic rela-
tions and the fact that this year’s budgetary
strategy has increased the importance of ex-
ternal economic management to domestic
economic performance. Of course, govern-
ment spokespersons have quoted Deng
Xiaoping to say that India will only “cross the
river by feeling the stones.” That would be
wise. But the stones to feel would be both
economic and geopolitical.

It has been a long time since Indian
macro-economic policy has exposed itself as
much as it has this year to external judg-
ments. Western rating agencies have lost
some of their professional reputation but
they have not gone away and sovereign bor-
rowing will bring them back into play. Their
considerations are never purely economic
nor entirely professional. External debt
brings with it exposure to external judgment.
India’s nationalist leadership must learn to
live with it. All the more reason why eco-
nomic policy managers and foreign policy
managers have to work in tandem to manage
the geo-economics of fiscal policy.

The writer is Distinguished Fellow, Institute
of Defence Studies & Analysis, India

BI1G BROTHER IN SCHOOL

Delhi government’s move to install CCTVs in classrooms is an ill-thought out idea

SANJAY SRIVASTAVA

OVER THE PAST few years, the AAP govern-
ment in Delhi has made commendable ef-
forts in tackling one of the most persistent
causes of social and economic inequality.
Since 2015, it has paid special attention to
improving the manner in which education
isimparted in Delhi’s government schools in
order that students not only receive a better
standard of education but also that thisis re-
flected in success in examinations. While the
latter should not be regarded as areliable in-
dex of intelligence or thoughtfulness, failure
in examinations has catastrophic personal
and professional consequences in a society
as unforgiving as ours.

Emboldened by its success, the AAP gov-
ernment now seeks to install CCTV cameras
in each classroom and providing parents
with an app that will, apparently, allow them
to observe and monitor their child’s behav-
iour. Chief Minister Arvind Kejriwal has sug-
gested that this will further improve aca-
demic results, is “true” democracy through
transparency and that “privacy” is not a rel-
evantissue as far as school children are con-
cerned. With this, we are now firmly in a
realm of action that has no evidence. We are
also indisputably in the world of political
gimmickry that derives from wilfully ignor-
ing or misunderstanding the relationship be-
tween technology and society.

The first set of questions we must ask is:
Would such a scheme of complete surveil-
lance be allowed in elite private schools?
Would parents in such schools believe that the

The AAP’s move is mostly
the result of ill thought-out
ideas regarding the
relationship between
technology and social
change. In effect, it will only
serve to reinforce the
retrograde notion that ‘good’
education exclusively results
from ‘discipline’ in the
classroom, rather than
imparting creative learning
and a critical attitude
towards given knowledge.
CCTVs in classrooms may,
in fact, further the aims of
spoon-fed knowledge to
acquiescent children who
may fear censure if they
come across as anything but

results is through pervasive surveillance?
Would the teachers agree toit? It would be in-
structive to carry out a survey of the schools
where the well-off send their children and
gauge their reaction to a such a scheme.

The sad fact is that when governments
resort to gimmicks as public policy, it is those
with the least power to influence it that are
forced to be guinea pigs. Parents with lim-
ited means are naturally anxious to achieve
the best schooling results for their children
and may well support the CCTV scheme.
However, do governments not have respon-
sibility to base their policies on empirical re-
search? Is there any study that suggests that
itis saturation-level surveillance of students
and teachers that improves educational out-
comes? Poor parents will agree because of
their desperation, but should private desper-
ation be the basis of good public policy?

We may be hard put to find serious re-
search that suggest CCTV surveillance im-
proves academic results and children’s behav-
iour. However, there is plenty that points to
the measures that AAP has so far been under-
taking as contributing factors to a better school
environment. These include special classes for
academically-weak students, exams-practice,
home counselling to improve attendance, bet-
ter training for teachers and administrators
and improved physical infrastructure. Though
the results of such measures are likely to be
uneven, they demonstrate serious intent in
reducing educational inequality.

The AAP’s move is mostly the result of ill

between technology and social change. In ef-
fect, it will only serve to reinforce the retro-
grade notion that “good” education exclu-
sively results from “discipline” in the
classroom, rather than imparting creative
learning and a critical attitude towards given
knowledge. CCTVs in classrooms may, in fact,
further the aims of spoon-fed knowledge to
acquiescent children who may fear censure
if they come across as anything but entirely
attentive at all times. Gaining good educa-
tion is far more complex than this.

The AAP measure is part of a broader
technology fetish where, for example,
“smart roads” are being built in towns,
where the most pressing problems are of
sanitation and public transport and apps are
touted as the answer to violence against
women. Apart from the fact that we think
there are short-cuts to social problems via
“advanced” technology, we frequently for-
get that our cities are littered with govern-
ment-installed CCTV cameras that, in the
wake of expiry of contracts with private
firms, are mostly non-functioning. A tech-
nological fix that furthers the idea of in-
creased surveillance of those who are un-
able to object will not produce animproved
government educational system. This can
only happen through recognition of the fact
that classroom strategies that are good
enough for the children of the well-off are
also the entitlement of those who are not.

The writer is professor of sociology, Institute
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| Jury 9,1979, FOrRTY YEARS AGO
%" INDIAN EXPRESS
- _— LALDENGA ARRESTED UNREST IN SHANGHALI SKYLAB FALL

THE MIZO NATIONAL Front President,
Laldenga, was arrested from his South Delhi
residence and remanded to police custody
for three days. The government, through a
notification issued last night in the gazette
extraordinary has meanwhile declared the
Mizo National Front and its allied organisa-
tions — including the Mizo National Army —
unlawful associations under the Unlawful
Activities (Prevention) Act, 1967. The deputy
commisisoner of police, South Delhi, KK
Paul, told ENS that Laldenga was arrested on
charges of conspiracy, sedition and insur-
gency under Sections 120 B, 124 and 126 of
the Indian Penal Code.

SIXTEEN AFRICANS AND Arabs were in-
jured, four of them seriously, in violent scuf-
fles between students of third world coun-
tries and Chinese students at the Textile
Institute in Shanghai, from July 3 to 5, ac-
cording to BBC. Following the incidents, the
foreign student community has decided to
go on a strike, and the atmosphere is tense
in Shanghai. The incident started when
some African students playing loud music
on the night of July 3, were called “Black
devils” by the Chinese, according to the stu-
dents. It was the second time this year that
quarrels broke out between Chinese and
foreign students.

AT 160 KM up, Skylab will begin to glow, the
first sign that it has begun its fiery death dive
into earth’s thickening atmosphere. At 110
km it will begin to break apart. NASA says
the space station’s much-heralded and dis-
cussed return to our planet will happen this
week, probably on Wednesday. First to rip
away will be four windmill-shaped solar
wings atop a telescope mount, followed by
a single large solar panel on the side of the
craft. Then, streaming flames like a meteor,
Skylab will lose its telescope mount at 96
km. Next to fall away will be a section con-
taining a control centre and a spaceship
docking port.
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On the water front

Farmers can be given monetary rewards for saving electricity and water.
Water-guzzling crops need to shift to geographically sustainable areas

LS
FROM PLATE TO PLOUGH
BY ASHOK GULATI

A ONE-WEEK DELAY in the monsoon’s ar-
rival has laid bare the precariousness of
India’s water situation. The images of thou-
sands of Chennai residents running after wa-
ter tankers were telecast by BBC and CNN.
Several people had to walk for miles to get
drinking water in parched lands. If this was
the condition of humans, one can imagine
the condition of cattle. These images clearly
exposed that the Indian lion, the symbol of
Make in India, has feet of clay.

It is no wonder that Prime Minister
Narendra Modi, in the first ‘Mann ki Baat’ of
his second term, gave a clarion call to save
every drop of water, and to make water con-
servation a mass movement on the lines of
the Swachh Bharat Abhiyan. He already has
given a commitment to deliver tap water,
hopefully safe for drinking, to every house-
hold by 2024 under the “Nal se Jal” pro-
gramme. These are commendable measures
and one hopes they can deliver quality re-
sults in time.

But the issue that we want to dwell on
here is: How did we reach the current situa-
tion? And how best, and how fast, can we get
out of it for sustainable water-use in the
country?

First, let us note a few facts about water
availability and use in India. India has only 4
per cent of the global fresh water resources
while it has to quench the thirst of about 18
per cent of the world population. Of the total
fresh water resources available in the coun-
try, as per the Central Water Commission, 78
per cent was being used forirrigation in 2010,
which is likely to be reduced to 68 per cent
by 2050. For domestic use, it was just 6 per
centin 2010, likely to go up to 9.5 per cent by
2050(graph 1).So, by far, agriculture will re-
main the biggest user of water to produce
enough food, feed and fibre for the foresee-
able future. And unless this sector is geared to
improve in terms of the supplies of and effi-
ciency in water use, the situation is not go-
ing to improve significantly.

Second, of the total of about 198 million
hectares of India’s gross cropped area,
roughly half is irrigated. And the major
source of this irrigation is groundwater (63
per cent), canals accounting for 24 per cent,
tanks 2 per cent and all other sources ac-
counting for about 11 per cent. So, the real
burden of irrigating Indian agriculture lies
with groundwater, driven by private invest-
ments from farmers.

There is hardly any effective regulation of
groundwater. The policy of cheap or free
power supply forirrigation has led to a situa-
tion of near-anarchy in the use of groundwa-
ter. On the one hand, power subsidies to agri-
culture cost the exchequer roughly Rs 70,000
crore each year and on the other, this is de-
pleting groundwater in an alarming manner.
Overall, about 1,592 blocks in 256 districts are
either critical or overexploited. In places like
Punjab, the water table is going down by al-
most a metre a year, and this has been going
on for nearly two decades. Almost 80 per cent
of the blocks in Punjab are over-exploited or
critical (see graph 2). This only shows how in-
different and short-sighted we are while tak-

FRESHWATER (2010,2030)

100% .
80% - .
60%
40% -
78 68
20% -
0% 2010 2050

Irrigation ® Domestic Use
®m Industries m Power development
®m Other activities *Graph-1

Source: Central Water Commission (2014)

ing away the rights of our own future gener-
ations.

Paddy and sugarcane, both water-guzzling
crops, take away almost 60 per cent of India’s
irrigation water. One kilogram of rice pro-
duced in Punjab requires almost 5,000 litres
of water, and one kg of sugar, say in
Maharashtra, requires about 2,300 litres of wa-
ter forirrigation. Estimates vary on how much
water the plant really consumes, how much
evaporates,and how much of it goes back into
groundwater. But traditionally, say a hundred
years ago, eastern Uttar Pradesh and Bihar
used to be the hubs for sugarcane, and rice was
grown largely in eastern and southern India,
where rainfall was high and water plentiful.
All that changed with new technology and
populist policies like free power.

No political party wants to touch the ra-
tionalisation of power pricing for agriculture.
Technological solutions like drip irrigation,
sprinklers, etc. cannot make much headway
unless policies are put on the right track. Israel
has perhaps the best water technologies and
management systems, ranging from drips to
desalinisation to recycling (87 per cent) of ur-
ban waste water for agriculture. PM Modi vis-
ited Israel to find solutions to our water woes.
But my visits to Israel revealed one thing
clearly: Technologies cannot take you far
enough unless the pricing of power and irri-
gation water is put on track.

GROUNDWATER SITUATION IN INDIA (2013)

100% 7 = - u
80%1 ¢ ii

Percentage of assessed blocks
AN
=)
R

Punjab
All India

Haryana
Uttar Pradesh

Rajasthan
Tamil Nadu
Karnataka

*Graph-2 W Over Exploited

The existing situation can be
taken as a sort of current
entitlement, and those who
agree to get their power
supply metered and if they
save on power consumption
compared to current levels,
can be rewarded. Along with
that, there could be an
income support (of say Rs
15,000/ha) for crops that
guzzle less water, say maize
or soyabean in Punjab during
the kharif season. This
would provide savings on the
power subsidy, but more
importantly, in terms
precious groundwater. At
least one million hectares of
paddy cultivation needs to
shift away from the
Punjab/Haryana belt.
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One possible way out is to give monetary
rewards to farmers for saving water and
power for irrigation. The existing situation
canbe taken as a sort of current entitlement,
and those who agree to get their power sup-
ply metered and if they save on power con-
sumption compared to current levels, can be
rewarded. Along with that, there could be an
income support (of say Rs 15,000/ha) for
crops that guzzle less water, say maize or
soyabean in Punjab during the kharif season.
This would provide savings on the power
subsidy, but more importantly, in terms of
precious groundwater. At least one million
hectares of paddy cultivation needs to shift
away from the Punjab/Haryana belt to east-
ern India. Eastern India can develop better
procurement facilities for paddy for the PDS,
and procurement from Punjab-Haryana
needs to be discouraged/curtailed.

Similarly, sugarcane needs to be con-
tained in the Maharashtra-Karnataka belt
and expanded in the UP-Bihar belt. With
new Co 0238 varieties that give recovery
rates of more than 10.5 per cent, there is a
good case that cane can be developed for
ethanol from this belt. Will Modi 2.0 move
in this direction to save water? Only time
will tell.

Gulatiis Infosys Chair Professor for
Agriculture at ICRIER

Getting the GDP numbers right

Estimates are not perfect, but the process is revised and fine-tuned

S MAHENDRA DEV

FORMER CHIEF ECONOMIC Adviser Arvind
Subramanian’s recent paper claims that the
Indian GDP growth may have been overesti-
mated by 2.5 per cent per annum between the
period 2011-12 and 2016-17. A note by Prime
Minister’s Economic Advisory Council
(PMEAC) rejects the methodology, arguments
and conclusions of Subramanian’s paper. A
study done at our institute by Ashima Goyal
and Abhishek Kumar show that after remov-
ing various flaws in Subramanian’s data and
procedures used, these indicators suggest of-
ficial growth rates are overestimated before
2011 too. This study also shows that the GDP
growth in a large number of countries is ei-
ther overestimated or underestimated using
these indicators. Therefore, the study rightly
says that “these regressions cannot be used
for predicting growth or for concluding Indian
growth is overestimated or for pointing to
problems in the estimation methodology”. It
is better now to concentrate on the next base
revision by focusing on methodology, cover-
age and data in estimating GDP. There is no
pointin saying that GDP estimation has prob-
lems because ground level realities are differ-
ent using some indicators.

I'was a member of the National Statistical
Commission (NSC) during 2013 to 2016
(Pronab Sen was the chairman) and was part
of the process in base revision.In2015,CSOin-
troduced a new series of National Accounts
Statistics (NAS) with 2011-12 as the base year.

The guiding principles for change in base are:
One, revision of base year to amore recent year;
two, complete review of existing database and
methodology employed in the estimation of
various macro-economic aggregates and al-
ternative data bases; and three, implementa-
tion of the international guidelines based on
SNA, the System of National Accounts 2008 to
the extent possible. Therefore, it was not just
base revision but there were significant
changes in methodologies, coverage and data.

The base revision for 2011-12 was under-
taken by CSO under the guidance of the
Advisory Committee on National Accounts
Statistics, which constituted five sub-commit-
tees for the purpose. The reports of these com-
mittees provide acomprehensive assessment
of the changes and their rationale.
Improvements in GDP estimation is a contin-
uous process. In fact, Rangarajan’s commission
on NAS was appointed 20 years back to give
recommendations on significant deficiencies
and improving credibility of official statistics.
There have been several changes in recent GDP
estimation. We focus here on two issues:
Ministry of Corporate Affairs (MCA) 21 data
base; estimation of household sector.

First, it is known that for the corporate sec-
tor, the old series used the RBI study on com-
pany finances from a sample of around 2,500
companies. There has been a long-standing
demand to change this data.In 2011-12 series,
corporate sector, both in manufacturing and

services, has been comprehensively covered
by MCA 21 data. For the “manufacturing” en-
terprises, MCA 21 data base has been used to
supplement the information available in the
Annual Survey of Industries. In the new series,
the CSO used the MCA 21 data set which had
about five lakh non-financial private compa-
nies. The new series also adopted the concept
of enterprise in place of establishment. This
led to a big change in manufacturing sector
value added. One major issue is on the blow-
up method for non-responding companies.
Critics say this method is leading to overesti-
mation of GDP. This may impact the level of
GVA, but it is not clear about the impact on
growth rates. However, there are some sug-
gestions on the alternative indicators for blow-
up method and also on having sample surveys
for companies not submitting accounts.

Second, there are changes in the estima-
tion of value added in household sector. NSS
establishment surveys and the NSS employ-
ment surveys are used to get value added in
household sector. Earlier, workers were
treated as a single homogeneous group. In
the base revision, a concept called “effective
labour input” was developed. Another
change in tune with SNA is that quasi-cor-
porations have been separated from the
household sector and added to the corporate
sector in the new series.

The use of MCA data and other changes in
household sector led to increase in the share

of value added in corporate sector and decline
in the share of household sector. But, it has not
been established that overall GDP growth
rates are overestimated.

Another issue is double deflation method
— thatis, deflating output and input separately
while arriving GDP at constant prices. Single
deflation has been in practice due to absence
of separate deflators for inputs. An exercise
done by G C Manna on manufacturing GVA
with ASI data using double deflation method
showed that it resulted in lower growth for
the year 2012-13, and higher growth for the
year 2013-14.Therefore, one cannot conclude
that it is overestimation or underestimation
if we use single deflation.

On 2011-12 base revision, it was a con-
scious and consensus (may not be unani-
mous) decision of CSO, NSC and various ex-
pert committees to have methodological
revisions on the lines of UN SNA 2008. One
cannot say GDP estimates are perfect as one
has to operate on the data available in differ-
ent domains. We have improved with each
round of revision and with each improve-
ment in data sources. We should now focus
on methodology and data of CSO rather than
saying ground-level realities are different us-
ing few indicators.

The writer is director, IGIDR, Mumbai and
was member of the National
Statistical Commission
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WHAT THE OTHERS SAY

“The menace of criminal charges humanitarian workers is of a piece with

Trump’s approach to immigration.”

— WASHINGTON POST

When countries
moonwalk

There is renewed global interest in
the moon. India must leverage its space
legacy to gain lunar advantage

RAjA MANDALA
BY C RAjA MOHAN

INDIA’S MOST AMBITIOUS space mission
todate, Chandrayaan 2, is set for lift off next
week and promises to make India the
fourth country to soft-land a vehicle on the
moon. Only the US, Russia and China have
done that before. For India, more than sym-
bolism is at stake in the success of
Chandrayaan 2.

As outer space re-emerges as an arena
for exciting scientific exploration and ma-
jor technological innovation, India, as one
of the earliest spacefaring nations, must
necessarily be in the vanguard. At the same
time, Chandrayaan is also about India carv-
ing out a potential niche foritselfin the un-
folding geopolitical scramble for the moon.

The launch of Chandrayaan 2 coincides
with the 50th anniversary of the first man
landing on the moon. In the five decades
following America’s Apollo 11 mission that
got astronauts Neil Armstrong and Buzz
Aldrin walking on the moon, just 10 others
have roamed the surface of earth’s satel-
lite. All of them have been American men.

The next few years are likely to see men
returning to the moon and women joining
them. A lot of them will be non-Americans.
Many of them will be Chinese and, hope-
fully, some of them Indian. The Europeans,
Russians, Japanese and many others are
also joining the moon scrum.

Soon after the first landing, the exorbi-
tant costs of the Apollo programme led to
its shut down. The last human (and
American) landing was by Apollo 17 in
December 1972. Recent years, however,
have seen the revival of the worldwide in-
terest in the moon.

During the Cold War, scientific prestige
and claims for superior soft power drove
America and Russia towards the moon.
Today, commercial and strategic objectives
are among the reasons propelling a new
moon race among the nations. The race is
not about repeating what Americans did
half a century ago on the moon. It is about
establishing a sustainable human presence
on the moon. A lot of the hard work will be
done by robots.

Finding water resources on the moon,
then, has become the key to a credible long-
term engagement with the Earth’s satel-
lite. Some of the most inviting real estate
from that perspective are near the moon’s
north and south poles. Most of the current
moon-landing missions are aiming for the
poles.Sois India’s Chandrayaan 2. If all goes
well, Chandrayaan 2 will deliver India’s
Vikram lander and Pragyan rover to the
moon’s south polar region.

While Indians will be proud to see their
national flag on the moon, the world’s mis-
sions to the moon are increasingly collab-
orative. Space is one arena that saw
America and Russia collaborate even dur-

Although the logic of international coop-
eration on the moon is more compelling
than ever, competition too is becoming an
unfortunate reality as countries jockey for
unilateral gains on the moon.

Meanwhile, many private corporations
have big plans to exploit the moon for com-
mercial profit. To make matters worse,
there are many ambiguities in the current
international law on outer space that could
encourage nations and companies to seek
first-mover advantage on the moon.

At present, Beijing has one of the most
advanced moon programmes. Its Chang'e
missions, named after the Chinese moon
goddess, began in 2007. Since then, China
has put two spacecraft in lunar orbit
(Chang’e 1 and 2) and landed two rovers
on the moon (Chang’e 3 and 4). Chang’e 4
had the distinction of being the first land-
ing on the far side of the moon that can’t be
seen from the earth.

Beijing has sent a prototype capsule
(Chang'e 5T1)torehearse brining lunar ma-
terial back to the earth. Chang’e 5, set for
launch later this year, will do precisely that.
Chinais expected to land crews to the moon
in the early 2030s. The US, which turned its
back on the moonin the early 1970s, has an-
nounced plans to return. In a major speech
earlier this year, the US vice-president Mike
Pence, declared the intent to land
Americans back on the moon in 2024. Many
experts believe that might be an unrealis-
tic ambition. The plans of US National
Aerospace Administration had been look-
ing at 2028 for such a mission.

Pence’s motivation in accelerating
American moon plansis based on the sense
that China might be about to capture the
pole position in the Moon race. “Urgency
must be the watchword”, Pence told the US
National Space Council in March this year.
Like in so many other areas of technology,
Washington is now trying to push back
against China’s challenge to the extended
American dominance in outer space.

But the US private companies, which
have brought great innovation to outer
space technologies, are ramping up their
ambitions for the moon. Amazon’s Jeff
Bezos wants to land crews on the Moon in
the next five years. Tesla, Moon Express
and Astrobotic Technology are other US
companies aiming for the moon. While the
target dates might slip, there is no doubt
about the direction. The moon will see
more and more of humans, from states as
well as corporations.

India played an important role in the
1960s in drafting modern international law
applicable to outer space and the moon.
That role was rooted not in India’s weight as
a space power. Strong interest in issues re-
lating to technology and international law,
political enthusiasm for international sci-
entific cooperation and some diplomatic
influence in the United Nations helped
Indiainsert itself into the global debate on
outer space. Today India needs something
more — an ambitious and successful lunar
programme — to shape the new rules of the
road for the moon.

The writer is director, Institute of South
Asian Studies, National University of
Singapore and contributing editor on
international affairs for
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to be applauded for his far-sighted de-
cision torelinquish the post of Congress
president. But his task is not finished;
he needs to navigate the party through
impending hurdles to repositionitas a
formidable force nationwide. On the
plus side, India needs a strong
Opposition to balance the democratic
process and the Congress still has a high
mass appeal. The hurdle is how to build
on this goodwill.

Y G Chouksey, Pune

STRONG RUPEE

THIS REFERS TO the article, ‘Opening a
window’ (IE, July 8). Now that the cur-
rent account deficit and inflation are
under control, key rates need to be be
brought down to aid domestic con-
sumption even as the rupee needs to be
strengthened in anticipation of in-
creased imports to sustain higher
growth levels. The idea of sovereign
bonds was mooted in July 2013 when
the rupee was at its lowest. Given the
present stable political environ, there is
a case for strengthening the rupee.

R Narayanan, Navi Mumbai
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pick & choose’ (IE, July 8). The govern-
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ment must refrain from going over-
board inits endeavour to promote elec-
tric vehicles and other such manufac-
turing sectors. Such sops need not
necessarily work and even if they do, it
might just kill entrepreneurship in
other allied sectors. To make big-ticket
investments happen, the government
should focus on ease of doing business.

Kammna Chhabra, Gurugram
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BJP must not stake claim to form a Ministry
in Karnataka without an absolute majority

brewing for months has boiled over, threatening

the Congress-Janata Dal(S) coalition government.
With 13 of its MLAs resigning from the Assembly in
phases, and one independent withdrawing his support,
the coalition’s original strength of 118 in the 224-seat
House appears to have come down to 104. If all the re-
signations are found valid and accepted by the Speaker,
the halfway mark will drop from 113 to 106. The BJP has
105 MLAs and the support of independent MLA Nagesh,
who has resigned as a Minister. All the Congress and JD
(S) Ministers have resigned to allow the leadership the
space to lure back the dissidents. With allegations of
bribery, and abduction and confinement of lawmakers,
what is unfolding is a mockery of democracy and a
shameful disregard for the 2018 verdict. Though there
are contradictions in the coalition and both parties had
fought last year’s election separately, post-poll coali-
tions are a legitimate and honourable route to the for-
mation of a government in a hung Assembly. The legis-
lators driven by nothing more than their greed are not
setting a good example. Even if the Congress and the JD
(S) manage to quell the rebellion and save the govern-
ment, the truce will be dubious and tainted.

The BJP’s hand in the crisis is not invisible. In fact, its
imprimatur is unmistakable in the turmoil. The party,
which emerged as the single largest in the election but
short of a majority, has not been able to accept the ver-
dict and play the role of a responsible Opposition. The
BJP’s maximalist approach of seizing power by all
means and in all places may have served it well in terms
of expanding its footprint. But this approach does not
conform to its claimed adherence to democracy. In Aru-
nachal Pradesh and Goa, the BJP had acted on its philo-
sophy that the pursuit of power justifies all means. In
Karnataka, the party has used the strategy of engineer-
ing resignations of MLAs to force by-elections several
times over the last decade. Given this pattern, and con-
sidering the BJP State unit’s relentless attempts to desta-
bilise the coalition from the word go, Defence Minister
Rajnath Singh’s protestations in Parliament on Monday
that the BJP had nothing to do with the current crisis in
Karnataka carries little credibility. The party has mean-
while said that it would seek to form an alternative go-
vernment, should the coalition crumble. The BJP must
resist that temptation and instead wait for the results of
the by-elections caused by the resignations. If the coali-
tion collapses under its own weight, any alternative ar-
rangement that is short of an absolute majority of the
total strength of the House will be shaky and lacking in
political legitimacy. That situation is best avoided.

The political crisis in Karnataka that has been

A regrettable conviction

Mr. Vaiko being found guilty of sedition
strengthens the case to scrap Section 124A

he conviction of prominent pro-LTTE politician
Vaiko on the charge of sedition, based on a typi-

cally impassioned speech he had made in Chen-
nai a decade ago, is a worrying development. Even
though Section 124A, the IPC section that makes sedi-
tion an offence, attracts either a three-year term or im-
prisonment for life, the trial court sentenced him to a
somewhat lenient one-year jail term. Yet, it is a matter
of concern that political speeches are criminalised to
the point of being deemed an offence against the state.
Further, the timing of a political leader being found
guilty of sedition is quite inopportune. In recent years,
there has been an alarming rise in sedition charges be-
ing used to quell political dissent. This conviction will
needlessly send out a message that such provisions are
necessary to protect the government against being
brought into hatred and contempt. Also, it comes at a
time when demands to scrap the section is gaining mo-
mentum. There is greater recognition now than in the
past that Section 124A is neither relevant nor needed to-
day. The Law Commission released a consultation pap-
er highlighting arguments for its reconsideration. There
is a body of opinion that a modern democracy does not
need a free speech restriction based on political con-
cepts such as disloyalty and disaffection towards the
state. Britain, which introduced the offence of sedition
in India in 1870 to check the use of speech and writing
to criticise its colonial administration, has abolished it.
It is true that Mr. Vaiko had unleashed a diatribe
against the Union government by accusing it of betray-
ing the Sri Lankan Tamil cause, and holding it responsi-
ble for the death of Tamil civilians in large numbers.
However, whether his harshly worded indictment
amounts to incitement of violence against the govern-
ment is debatable. The speech was made at a function
to mark the release of the Tamil version of a book that
accused the Congress-led regime of complicity in Sri
Lanka’s military campaign. The court ruled that his al-
legations would sow the seeds of disaffection and
hatred towards the government. Here is where the real
mischief of Section 124A lies. Its definition of sedition as
anything that excites disaffection against the govern-
ment, or brings it under hatred and contempt, is too
wide and can take in its fold not only incitement to tak-
ing up arms but also harmless, even if strident, criti-
cism. In 1962, the Supreme Court limited its scope to
acts that show actual intent or a tendency to create dis-
order or foment violence. Regrettably, the court has
held that anyone who heard Mr. Vaiko’s speech would
develop hatred towards the government; that “mere ad-
vocacy” is the essence of the crime, and there need not
be actual violence as a consequence. Higher courts will
have the final say on whether he was guilty, but the case
for abrogating Section 124A just became stronger.

Reinforcing caste hierarchies

The Maratha quota is a case in point of what a progressive Indian polity should not be doing

ASHWINI DESHPANDE

he description “backward”
Tto define communities is yet

another colonial relic which
we, as a collective, embrace with
such enthusiasm, that we almost
forget what it is supposed to mean.
Nowhere is this more apparent
than in the arguments in favour of
reservations by landowning castes
that are politically and economi-
cally dominant. The demand for
being classified as “backward” by
Marathas has been ongoing since
the 1990s. With the announce-
ment of the inclusion of Marathas
into the Socially and Educationally
Backward Communities (SEBC),
the Maharashtra government has,
once again, yielded to the de-
mands of this powerful caste
group. This would be the third at-
tempt in the last five years to grant
this quota, which has been repeat-
edly struck down by the courts.

Turning to the state

The ferocity with which dominant
castes, mostly rich, landowning,
politically influential communities
(Marathas in Maharashtra, Pati-
dars in Gujarat, Jats in Haryana,
Kapus in Andhra Pradesh), have
turned towards the state and the
public sector, demanding quotas
in jobs and higher education, indi-
cates that the economic growth in
the last two decades, such as it
was, did not manage to swing the
fortunes of a large proportion of
these  communities upward
enough. Their demand for being
included in the quota bandwagon
can be seen as an expression of
their desire for good jobs and sta-
ble sources of livelihood for their
youth, as their traditional sources

of livelihoods become more fragile
due to a widespread and multifa-
ceted agrarian crisis.

Yet, quotas are not magic wands
that create jobs. And everyone
would like a good job or a decent
stable source of livelihood. Given
that public sector jobs represent a
shrinking and much coveted pie,
what should the yardstick be to de-
termine the validity of the demand
for quotas?

Insights from data
What does the evidence tell us?

Rajesh Ramachandran and I
looked at data from the India Hu-
man Development Survey (IHDS),
and compared Jats in Haryana, Pa-
tels in Gujarat and Marathas in
Maharashtra. We compared these
to Brahmins, non-Brahmin for-
ward castes, existing Other Back-
ward Classes (OBC) and Scheduled
Castes-Scheduled Tribes, in their
respective States.

The results are very stark. Ma-
rathas, similar to Jats and Patels,
are more likely to own or cultivate
land than all other social groups in
their respective States. Marathas
have a lower per capita consump-
tion expenditure than Maharash-
tra Brahmins, but are at the same
level as other forward castes and
OBCs, and significantly higher
than SC-STs. Marathas, on an aver-
age, are as poor as Brahmins and
other forward castes, but less poor
than OBCs and SC-STs. Maratha
households have greater access to
electricity compared to SC-STs.
Marathas are 6 and 14 percentage
points more likely than OBCs and
SC-STs, respectively, to have ac-
cess to a flush toilet in Maharash-
tra. The average years of educa-
tion for Marathas is 6.58, which is
lower than Brahmins by 2.18 years,
but is similar to other forward
castes and OBCs, and 1.22 years
more than the SC-STs. The Marath-
as are 13 percentage points less
likely to have completed 12 years
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or more of education as compared
to the Brahmins, but are very simi-
lar to the forward castes, and do 2
and 6 percentage points better
than the OBCs and SC-ST, respec-
tively. Summing up, in most of the
crucial socio-economic indicators,
the Marathas are second only to
Brahmins in the State, and are sig-
nificantly better off than all other
social groups.

The main bone of contention
and the main motivation for quo-
tas is access to government jobs.
The surprising fact is that even be-
fore being included in the quota,
the access of Marathas to govern-
ment jobs is already similar to that
of Brahmins, and higher than that
for other forward castes and
OBCs, and not different from that
for SC-STs.

We examined both rounds of
the IHDS data to see whether the
position of these dominant com-
munities deteriorated relative to
the other groups. The short answ-
er is no.

In terms of average per capita
expenditure, their position has im-
proved over time. In terms of
probability of being poor, there is
no worsening. There is, however,
some evidence of a decline in the
probability of owning or cultivat-
ing land, which could be the rea-
son for the heightened anxiety.

Factors underlying anxieties
The Marathas are a predominantly
agricultural community which be-

A shot at economic logic

India needs to anticipate the promising impact of the African Continental Free Trade Area

MAHESH SACHDEV

he 12th Extra-Ordinary Sum-
Tmit of the African Union (AU)

which concluded on July 8 at
Niamey, the capital of the Niger
Republic, saw 54 of 55 of its mem-
ber states signing the African Con-
tinental Free Trade Agreement
(AfCFTA) for goods and services.
Of these countries, 27 have already
ratified it. Actual cross-border free
trade could start by July 2020 with
an elimination of custom duties on
90% of the tariff-lines. If taken to
its logical conclusion, this auda-
cious project would eventually
create an African Common Market
of 1.2 billion people and a GDP of
over $3.4 billion — the metrics are
comparable to India’s. The AfCF-
TA would be world’s largest FTA,
and in a world dependent on Afri-
can markets and commodities, it
would have global impact.

Hurdles and optimism

However, there are three main rea-
sons to be sceptical about the via-
bility of the AfCFTA. First, the Afri-
can Union (founded as the
Organisation of African Unity in
1963) has been largely ineffective
in dealing with the continent’s my-
riad problems such as decolonisa-
tion, underdevelopment, Islamic
terrorism and the Arab Spring.
The AU’s grand plans, including

the Muammar Qadhafi-funded
Africa Unity project, have been
spectacular flops. It is, therefore,
natural to take the AfCFTA, the
AU’s most ambitious project so far,
with a ladleful of salt. Second, se-
rious political, organisational and
logistical challenges to the AfCFTA
notwithstanding, the national eco-
nomies in Africa are generally
weak with a low manufacturing
base. They also lack competitive-
ness and mutual complementari-
ty. Only a sixth of Africa’s current
total trade is within the continent.
Third, the AfCFTA seems to be
countercyclical to the ongoing glo-
bal protectionist trends as seen in
the U.S.-China trade conflict, Brex-
it and the stalemates at the World
Trade Organisation and the United
Nations Conference on Trade and
Development. World trade is likely
to grow only by 2.6% in 2019, a
quarter of last year’s figure. Com-
modity prices are stagnant and
globalisation is often being re-
versed. With Africa accounting for
only 3% of global trade, can the
AfCFTA defy the contrarian global
tendencies?

Still, there are reasons to be
cautiously optimistic. Given the
strong global headwinds including
a cooling Chinese ardour for Afri-
ca, greater collective self-reliance
through African economic integra-
tion makes eminent sense. Furth-
er, the AfCFTA can build upon the
experience of the continent’s five
regional economic blocks. While
the AU Commission is not famous
for efficient planning, it has pre-
pared an extensive road map to-
wards the AfCFTA with prelimin-
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ary work on steps such as
incremental tariff reduction, elim-
ination of non-tariff barriers, sup-
ply chains and dispute settlement.
In December 2018, it organised
the first Intra-African Trade Fair in
Cairo with 1,086 exhibitors signing
$32 billion in business deals. A
new breed of African transnation-
al corporations such as Dangote,
MTN, Ecobank and Jumia have
continental ambitions. Indeed, the
logistical and financial networks
across the continent are poor and
customs formalities are forebod-
ing, but these can be eventually
overcome with stronger political
will. Moreover, vigorous “infor-
mal” trade across porous national
borders is already a fact of African
life.

Thus, by adopting the AfCFTA,
African leaders are only following
the economic logic. Looking into
the future, a recent UN projection
showed that nearly half the
world’s population growth bet-
ween now and 2050 would come
from sub-Saharan Africa, the pop-
ulation of which would double to
nearly two billion. This surge in

nefited from the Green and White
Revolutions. The structural trans-
formation of the Indian economy,
especially the declining impor-
tance of agriculture, and growth of
corporatised agriculture and wa-
ter shortages affecting productivi-
ty, have meant that these groups
feel increasingly vulnerable.

Yet, data show that the Marath-
as have lower levels of casualisa-
tion of the labour force in both the
agricultural and non-agricultural
sectors, as compared to the OBCs
and SC-STs.

Overall, there is discontent
among powerful farming com-
munities due to the perception
that real economic power lies in
the hands of the big corporations,
and the state, overtly or covertly,
acts in their interest. These com-
munities feel their power slipping
away or eroding, in addition to
feeling ill-prepared to shift to-
wards urban, formal sector liveli-
hood opportunities.

Individuals or communities
who feel strongly that the odds of
economic success are stacked
against them are more likely to feel
deprived. Other estimates from
IHDS panel data show that “for-
ward castes were about 30 per
cent more likely to feel that they
were worse off in 2011-12 than in
2004-05”. Thus, perceptions of
being worse-off are real: our analy-
sis suggests that these perceptions
are exactly that — feelings — not
supported by evidence on the
ground.

Having said this, economic
changes that give rise to wides-
pread anxieties, definitely need to
be understood and genuine grie-
vances, including those that might
come from forward castes dealing
with agrarian transformations,
need to be addressed.

However, is reservation the real
answer? Given increasing privati-
sation, the base, i.e. total jobs that
are eligible for reservations, is al-

consumer base would make the
proposed AfCFTA even more
important.

From the Indian angle

Affrica is already an important eco-
nomic partner for India with total
annual merchandise trade esti-
mated at $70 billion or nearly a
tenth of our global trade. India is
Africa’s third largest trading partn-
er. While India’s global exports
have been largely stagnant, those
to Africa have surged. For in-
stance, exports to Nigeria in 2018-
19 grew by over 33% over the pre-
vious year. Africa still has unful-
filled demand for Indian
commodities, especially foodstuff,
finished products (automobiles,
pharmaceuticals, consumer
goods) and services such as IT/IT-
Enabled Service, health care and
education, skilling, expertise in
management and banking, finan-
cial services and insurance.

India needs to anticipate the
AfCFTA’s likely impact on its inter-
ests and try to influence and lever-
age it to enhance India-African
economic ties. In principle, Afri-
can economies becoming more
formalised and transparent would
be in India’s interest. While local
manufactured items and services
may ultimately compete with In-
dian exports, Indian firms can co-
produce them in Africa. If handled
in a proactive manner, the AfCFTA
is likely to open new opportunities
for Indian stakeholders in fast-
moving consumer goods manufac-
turing, connectivity projects and
the creation of a financial back-
bone. India donated $15 million to

ready shrinking. Our other re-
search shows how existing OBCs
and SC-STs are further lagging be-
hind upper castes on a range of
material indicators. In this con-
text, extending quotas to relatively
richer and powerful groups would
amount to diluting the already
small and shrinking entitlement
for communities that are truly dis-
advantaged and discriminated
against.

A dilution

Recently, the Marathas have had
two main demands: one, being
made quota beneficiaries, and
two, the repeal of the Scheduled
Castes and the Scheduled Tribes
(Prevention of Atrocities) Act. The
State government has, once again,
given in to the first. Should it con-
sider the second, ours would be
no country for the most marginal-
ised.

Quite apart from turning the
term “backward” on its head, the
writing on the wall is clear. Despite
the rhetoric that accompanied the
10% quota, the plan is not to move
to a caste-free system. It is to dilute
the entitlement of castes that are
objectively “backward”, stigma-
tised and discriminated against.

In the context of the lynching of
Dalits for pursuing their tradition-
al occupations, snatching away
their livelihoods in the name of
cow protection, violence targeted
at inter-caste marriages, and other
violence related to temple entry or
for not following the illegal social
norms dictated by untouchability,
this move would legally reinforce
the obnoxious hierarchies of the
caste system. A forward-looking,
progressive Indian polity should
be discussing instruments to wea-
ken the deadly tentacles of caste,
not embolden and reinforce exist-
ing hierarchies.

Ashwini Deshpande is Professor of
Economics, Ashoka University

Niger to fund the Niamey AU Sum-
mit. As the next step, New Delhi
can help the AU Commission pre-
pare the requisite architecture,
such as common external tariffs,
competition policy, intellectual
property rights, and natural per-
sons’ movement. It can also identi-
fy various African transnational
corporations which are destined
to play a greater role in a future
continental common market and
engage with them strategically.
The cross-linkages of a three mil-
lion strong Indian diaspora spread
across Africa can also be very va-
luable.

Finally, once the AfCFTA is ac-
cepted as beneficial game changer,
the African elite could perhaps
contemplate crossing another
Rubicon: an India-African FTA.

Before Africa was “discovered”
by the West, it had a thriving over-
land trade. Large camel caravans
ferried commodities such as ivory,
gold, mineral salt, precious stones
and slaves across prosperous trad-
ing centres such as Timbuktu,
Ghana, Kano, Burnu, Agadez, Edo,
Zinder, Ghat, Addis Ababa, Dar es
Salaam and Cairo. Subsequent co-
lonialism and mercantilism des-
troyed internal trade routes, re-
placing them with an ecosystem in
which Africans had better links
with their foreign “mentors” than
among themselves. By the AfCF-
TA, the Africans are only trying to
correct this historic distortion.

Mahesh Sachdev was the Indian High
Commissioner to Nigeria and the
Ambassador to Algeria. He is the author
of ‘Nigeria: A Business Manual’
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Coalition power-play
The resignation of 13
lawmakers in Karnataka has
exposed the innate
vulnerability of fractured
verdicts (Page 1, “CM to
seek postponement of
session,” July 8).
Governance in the State has
gone for a toss as a result of
constant political
manoeuvring.

It would be sheer naivete
here to believe that the
ruling party at Centre has
had no role to play.
However, this does not
absolve the opportunistic
coalition in the State of its
responsibility either. Both
groups have been playing
power games, unmindful of
ethics or people’s interests.

D.V.G. SANKARARAO,
Vizianagaram, Andhra Pradesh

Vacuum at the top

The major reasons for the
Congress’s debacle were
both its inability to remain
a political force to reckon
with and the BJP’s success
in convincing the Indian
voter that they needed a
party with a Hindu
orientation at the helm
(Editorial page, “The search
for Chakrayya”, July 8).
Rahul Gandhi failed to
impress as a leader.
References to the past, as
done in the article, cannot
justify the perpetuation of
rule by the Nehru-Gandhi
family for this long. The
Congress has so far done
disservice to the nation by
blocking the emergence of
more efficient leaders.

V. LAKSHMANAN,
Tirupur, Tamil Nadu

= Some of us old-timers were
delighted to see a Gandhi
remembering and recalling
K. Kamaraj, arguably the
most self-effacing,
disciplined and dedicated
Congress president. We
remember Kamaraj for the
historic Avadi session when
the party adopted as its aim
the establishment of a
socialistic pattern of society.
Jawaharlal Nehru trusted and
admired Kamaraj as party
president. But Indira Gandhi
didn’t. It didn’t take much
time for her to make the
party “her field of action”.
This dynastic hold continues.
Rahul Gandhi’s resignation is
not acceptable to the
‘hangers-on’ in the party.
And though there are many
such ‘hangers-on’ in
Congress, there are also

youngsters who are
committed, sincere and
dedicated to the cause of the
party. Mr. Gandhi has been
wise in resigning as
president. But he should
ensure the Congress does not
get a dummy leader as
replacement.

C.V. VENUGOPALAN,
Palakkad, Kerala

Trading in EI leather
The Budget announcement
of abolition of export duty
on East India (EI) leather
comes as a welcome
corrective measure.
Produced predominantly in
Tamil Nadu for centuries, EI
leather was exported for
more than hundred years to
European countries.
Tanneries used natural
materials like avaram,

Konnan barks and wattle
extract and emitted less
harmful effluents as
compared to chrome
tanneries. However, vested
interests in the leather
industry influenced the
government and trade in EI
leather was restricted first
through quota and then
using export duty. Many
tanneries in places like
Tiruchi Dindigul and Vellore
were forced to shut down.
The removal of export duty
can spur employment
opportunities and bring
development to Tamil Nadu’s
backward regions.

V.N. MOHAMED HUSSAIN,
Chennai

Past continuous
The article, “Sub-soil water
for Madras” (Op-Ed page,

‘From the Archives’, July 8)
reminded me of the water
crisis in 1969. A severe
drought prevailed and
thousands of animals died.
The present crisis in Tamil
Nadu is not much different
and this is in no small
measure due to the over-
exploitation of natural
resources. Former U.S.
Congressman William
Bourke Cockran once said:
“The earth is a generous
mother; she will provide in
plentiful abundance food for
all her children if they will
but cultivate her soil in
justice and in peace.” We
have to care for nature if we
expect it to be kind to us.

GOPAL MARIMUTHU,
Chennai
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The importance of democratic education

Without it, we will continue to allow unhealthy scepticism about democracy to grow

RAJEEV BHARGAVA

A persistent concern exists about de-
mocracy’s failure to fulfil our expec-
tations. While our votes are forceful
‘paper stones’, effective in getting rid
of governments we dislike, they are
powerless to give us effective, effi-
cient, good governments. Why do we
have to put up with corrupt rulers
with criminal records — qualities that
obstruct good governance? Why tol-
erate those who strive to do more
good for themselves than for the pe-
ople, who have neither vision nor
wisdom? Why have mediocre politi-
cians who shun contact with people
with ability and talent?

Better, wiser governments

Some cynics may respond to this cri-
sis of democracy by arguing the fol-
lowing: to achieve our national goals,
we must assemble the best team to
govern. Such a team cannot be elect-
ed by popular mandate but instead
by those who have the intellectual
wherewithal to select those fit for it.
To such people, democracy — which
is committed to the principle of one
person, one vote, and which extends
franchise to all regardless of ability —
can never produce the best team.

They might draw an analogy from
cricket where we play to compete at
the highest level and win — someth-
ing not possible if the best cricketers
are not selected. But this is not
achieved by popular vote. Instead,
we rely on experts — a selection com-
mittee consisting of experienced
cricketers. If popular mandate can’t
give us the best team that realises our
national goal in cricket, why expect a
different result in politics? Why not
select our government by a similar
procedure involving experts?

So, to reiterate the conundrum:
democratically elected governments
in our times are neither efficient nor
wise. They show a propensity to fail
at achieving their national goal — a
high quality of life for all people.
Then why not abandon democracy?
Or at least introduce an eligibility cri-
terion, restricting the vote to those
with formal education? Won’t educa-
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tion help in identifying the best polit-
ical representatives? A democrat
need not reject this argument. She
may respond that this need not entail
abandoning universal adult franchise
but the distribution of education to
all. This seems a decent solution.
Sustainable democracies require a
high rate of literacy. The more edu-
cated we are, it might be claimed, the
better we become at choosing the
best people to run our government.

But this argument is flawed. Lite-
racy and education by themselves do
not create good citizens or yield ma-
ture democracies. Many are formally
illiterate but are politically astute and
even possess qualities of good citi-
zenship. Conversely, many educated
people are prone to being self-ob-
sessed, undemocratic, and even
authoritarian. Primary, secondary or
even higher education by itself does
not guarantee good citizenship.

The solution then is not just edu-
cation per se, but universal educa-
tion of a certain kind, one that is fo-
cused on improving the quality of
our democracy. Our current educa-
tion system does not focus on educa-
tion in democracy or what we might
call democratic education. Nor does
it build on elements of democratic
culture embedded in our traditions.

Core elements

What then are the core elements of
democratic education? For a start, it
requires the cultivation of democrat-
ic virtues. For instance, the ability to
imagine and articulate a minimally
common good. This requires that we
distinguish what is merely good for
me from what is the good of all. And
since each of us may develop our
own distinct idea of the common
good, to find an overlapping com-
mon good. Relatedly, an ability to

Towards a free trade agreement

India and the U.S. should aim to progressively
eliminate trade and investment barriers

MARK LINSCOTT

Trade turmoil has been putting at
risk the U.S’s strategic partnership
with India. In the last two months,
the U.S. has withdrawn from India
preferential tariff benefits under its
Generalized System of Preferences
(GSP) programme, and India has im-
posed retaliatory tariffs in response
to tariffs that the U.S. applied last
year on steel and
aluminium.

Conflict and disputes
are not new to the U.S.-In-
dia relationship. They
have ranged from trade in
jute and almonds in the
period of the General
Agreement on Tariffs and
Trade to poultry and solar panels un-
der the World Trade Organization
(WTO). But this moment is different
because the conflict may run deeper
with more serious implications. If the
two fail to relieve the building ten-
sion, a tit-for-tat trade war mimicking
that between the U.S. and China may
follow. The U.S. is India’s single most
important export market; India is a
huge and growing market for U.S. in-
vestment and exports. An escalating
series of retaliation and counter-reta-
liation could undermine efforts to ad-
vance what might be the most conse-
quential bilateral relationship in the
21st century.

Resolving differences

On the positive side, a serious effort
by both to solve some trade problems
could even lead to a new and exciting
set of opportunities. But this will re-
quire moving from effective manage-
ment of current tensions to thinking
big for the future. Assuming the two
sides can come together to resolve
outstanding issues such as the GSP,
U.S. tariffs on steel and aluminium
and India’s retaliatory tariffs, and dif-
ferences on e-commerce, they can
set the stage for building a trade rela-
tionship that better complements the
strategic one.

A starting point would be to em-
power the Office of the U.S. Trade Re-
presentative and the Ministry of
Commerce and Industry to develop
some problem-solving cooperative
efforts under the existing Trade Poli-
cy Forum on issues such as digital
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trade, regulatory coherence, and in-
tellectual property rights, matching
their earlier successes on the WTO
Trade Facilitation Agreement.

This future work would be better
advanced if India created a new ca-
reer trade staff that reports directly
to the Prime Minister’s Office. The
U.S. administration has experienced
trade staff, even at senior levels, who
build negotiating skills over their ca-
reers and relationships of
rapport and trust with their
foreign counterparts. India
could better serve its trade
interests with the same kind
of approach. This is a scena-
rio that could evolve into a
new relationship of com-
mon purpose on trade.
Trade disputes will continue to crop
up, as they do even in the healthiest
of relationships, but these would be
best pursued through the WTO.

Thinking big

However, even this scenario is a limit-
ed one; the U.S.-India strategic part-
nership deserves higher aspirations
on trade. The goal should be a more
comprehensive platform for expand-
ing trade and investment through the
progressive elimination of trade and
investment barriers, from protec-
tionist regulatory measures to tariffs
and restrictions on trade in services.
This might even lead some day to the
negotiation of a free trade agree-
ment, which is the ultimate example
of economic integration in a trade
relationship.

Neither country has been particu-
larly successful at negotiating free
trade agreements compared to oth-
ers around the world — the EU just
concluded one with Vietnam. Each
has a strong but messy democracy
with many voices against free trade
agreements. Each is a tough negotia-
tor with a passionate commitment to
its national interests. But both can
dream big together and trade should
be central to those dreams.

Mark Linscott is a Senior Fellow with the
South Asia Program at the Atlantic Council; a
Senior Adviser with The Asia Group, a
strategic advisory firm in Washington, DC;
and a former Assistant U.S. Trade
Representative for South and Central Asian
Affairs

handle difference and disagreement
and to retain, despite this difference,
the motivation to arrive at the com-
mon good through conversation, de-
bate, dialogue and deliberation.

The ability to imagine and con-
ceive a common good is inconsistent
with what the Greeks famously called
‘pleonexia’, the greed to grab eve-
rything for oneself, to refuse to share
anything, to not acknowledge what is
due to each person, to have no sense
of reciprocity or justice. It follows
that the idea of the common good
cannot be developed without some
sense of justice. Democratic educa-
tion requires training in not suc-
cumbing to pleonexia. Also crucial is
a spirit of compromise, of modera-
tion, and a willingness, within accep-
table value parameters, of mutual
give and take. None of this is possible
without other general capabilities
such as listening patiently to others,
being empathetic to the plight of oth-
ers, and having a commitment to
continuing a conversation with peo-
ple despite disagreement.

More important is the ability to
participate in a particular historical
narrative or, as the political theorist
Jeremy Webber puts it, a “commit-
ment to a particular debate through
time”. Members of a political com-
munity become better citizens when
they relate to critical issues through
historically inherited terms of de-
bate, a continuing narrative, a specif-
ic ongoing conversation. The reflec-
tion of that debate in political
decision-making is central to the
members’ feeling of engagement and
participation. For example, there is a
particular way in which the question
of religion has been framed in India,
as also issues of nation, caste and
gender. Individuals become effective
and meaningful citizens only by

learning the terms set by debates
around these specific issues. Since a
useful entry to them is available
through rich debates in the Consti-
tuent Assembly, a familiarity with
them is a crucial ingredient of demo-
cratic education in India.

It also follows that democratic
education involves a basic under-
standing of our society and its histo-
ry, of its multiple cultural, intellec-
tual and religious traditions, which
set the terms of specific debates. [ am
frequently appalled at my own igno-
rance of the historical trajectory of
our complex social problems. And
saddened to find that my highly edu-
cated friends do not know that a con-
stitutional minority in India is not
just a numerically small group but
one potentially disadvantaged by vir-
tue of that fact; some mistakenly be-
lieve that religious minorities have
reservation in jobs and in institutions
of higher education; massive illitera-
cy continues to exist about the atro-
cious nature of our caste system; ma-
ny continue to think that ‘secularism’
is a wholly western concept, as if ‘re-
ligion’ is not! Only a proper demo-
cratic education can remove these
misunderstandings and flaws.

What then is democratic educa-
tion? Conceived broadly, it is a histor-
ically specific enterprise, deter-
mined by the inherited vocabulary of
specific political languages and the
terms of debates in a particular com-
munity. It is designed specifically to
enable conversation on issues cen-
tral to a particular community, to
strive for agreement where possible
and to live peacefully with disagree-
ment where it is not. In short, it in-
volves social and historical aware-
ness and key democratic virtues.

Many of these understandings and
virtues can be inculcated by a good
liberal arts education. The 2019 Na-
tional Education Policy recognises
this but alas insufficiently. And as far
as I can tell from my skimpy reading,
it has virtually nothing to say about
how this relates to democracy. So, it
appears relatively innocent of the
more specific requirements of demo-
cratic education. Without proper de-
mocratic education, I am afraid we
will continue to perpetuate bad de-
mocratic practices, allow unhealthy
scepticism about democracy to grow
and eventually imperil it.

Rajeev Bhargava is Professor, CSDS, Delhi

A myopic view of
foreign-made generic drugs

The US. is using the Ranbaxy experience to create a bogey

SRIVIDHYA RAGAVAN

Allegations of widespread fraud concerning
generic drugs manufactured overseas, espe-
cially in India, were recently highlighted in
the U.S. Much focus was on the contamina-
tion found in one drug made by Ranbaxy. I
do not wish to support Ranbaxy’s deplorable
behaviour. Nor do I wish to belittle the im-
portance of the ongoing efforts to fix India’s
drug regulatory framework. The point here
is that this focus has been deployed to under-
mine foreign generics.

For instance, the Ranbaxy saga unfolded
14 years ago. Since then, several pharma-
ceutical companies, both foreign and local,
generic and innovative, have been implicat-
ed in similar or worse behaviour. Notable ex-
amples include those of Martin Shkreli’s Tur-
ing Pharmaceuticals, which hiked the price
of a drug to 5,000%, and Purdue Pharma-
ceuticals, a company currently implicated
for causing the opioid crisis. The strategy of
raising fears of ‘contaminated’ foreign gener-
ics has successfully prejudiced Americans
against valid generic drugs, even though
they have remained a viable option.

This frenzy about contamination of drugs
is due partly to the expansion of the Food Sa-
fety Modernization Act (FSMA) to include
global inspections. One objective in thus em-
powering the Food and Drug Administration
(FDA) was to work with regulators of foreign
countries and create a universal Current
Good Manufacturing Practice (CGMP) sys-
tem for drugs.

FDA’s regulatory overreach
Instead, the FDA has positioned itself as a
‘global regulator’. For example, in a recent
statement, it mentioned that it inspects all
brand-name and generic manufacturing fa-
cilities around the world based on informa-
tion from whistleblowers or out of concern
for drug safety. Arguably, this amounts to
regulatory overreach as there is no interna-
tional instrument standardising American
CGMP practices as the global standard.
Further, under the FSMA, if a foreign facil-
ity refuses inspection, the FDA’s power is li-
mited to refusing the food/drug entry into
the U.S. America’s interest in good manufac-
turing practices to protect its citizens is com-
mendable. Nevertheless, given Washington’s
current zeal to propel exports, if India or
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Steep fall

When gains and
tax dom’t match

India’s statutory corporate tax has fluctuated over the years,
with FY19 and FY20 seeing steep drops. However, it still
remained above the global average of 23.79%

The Union Budget has pegged the statutory corporate tax in India at 25%
for firms having an annual turnover of upto 400 crore, which covers
99.3% of all companies. Budget documents show the effective corporate
tax rate is unevenly distributed among firms. By The Hindu Data Team

What do companies pay?

Firms with profits between 10 crore and 50 crore paid the
highest effective tax rate (29.1%) in FY18

B NUMBER OF COMPANIES

O AVERAGE EFFECTIVE TAX RATE (%)

Uneven distribution

W% % OF TOTAL COMPANIES
LEFT AXIS

Tax liability remains unevenly distributed. Over 60% of the
firms paid an effective tax rate of <25% in FY18 despite having
45% share in the total profit of all the companies
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China pass legislation to inspect U.S. food or
drug manufacturing facilities, U.S. compa-
nies may not readily welcome the move.

A prejudiced dialogue

In 2018, out of the 4,676 human pharmaceut-
ical sites inspections that the FDA conducted
worldwide, 61% were of foreign-based facili-
ties. Similarly, out of 1,365 human drug
CGMP surveillance inspections conducted,
55% were conducted at facilities outside the
U.S. The FDA’s publicising of its ‘global vigi-
lante experience’ paints a picture of foreign-
manufactured drugs as ‘defective’ or ‘con-
taminated” while not fully acknowledging
some of the regulatory failures within Amer-
ica. To provide a perspective, the ‘drug recall
list’, a list of drugs deemed defective in spite
of having cleared FDA regulatory approvals
for the last 14 years, runs into over 149 pages.
I cite this to merely highlight that a prejud-
iced dialogue that does not capture all per-
spectives can create imprecise impressions.

As such, when the FDA inspects produc-
tion facilities, there are both smaller and big-
ger issues that will come up. There is no
scale to determine whether the problems
portrayed in the final report are simple ones,
such as one tap not working, or more im-
pactful ones, such as use of contaminated
water. The absence of a proper scale pro-
vides a loophole, enabling the regulator to
cherry-pick and treat all instances of non-
compliance as egregious violations.

In addition, in the U.S., there is no proper
legal definition of the oft-used term ‘contam-
inated drugs’. Section 351 of Title 21 of the
U.S. Code defines ‘adulterated drugs’ and
when a drug is deemed ‘adulterated’ for be-
ing contaminated, the regulator needs to
specify whether the adulteration relates to
the manner of preparation, the packaging
standards or the manufacturing practices.

For India, the discussion in the U.S. is not-
able not only because it houses generic ma-
nufacturing facilities but also because India
is a nation on the verge of breaking into the
innovation market. Thus, it is time India took
a more robust role to ensure public availabil-
ity of facts on both the importance of gener-
ics and their limitations. The country needs
to create strong voices and partnerships that
can highlight the benefits and pitfalls alike to
create a robust space for innovation that can
coexist with access to medication. After all,
innovation and policy failings need not be an
excuse to deny access to lifesaving medica-
tion to productive workforces.

Srividhya Ragavan serves as a Professor of Law at
Texas A&M University School of Law
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FIFTY YEARS AGO jULY 9, 1969

U.S. troops in Viet Nam begin pull out

The initial pullout of 25,000 American
troops from Viet Nam began to-day [July 8]
with the departure of a battalion of 814 in-
fantrymen. Garlanded with plastic flowers
thrown round their necks by pretty Viet Na-
mese girls, most of the young troops laughed
and smiled as they boarded nine giant tran-
sport jets. The men had stood to attention in
blazing sun at Saigon’s Tan Son Mhut airport
for three hours. Girls handed them parcels
of gifts - dolls, tapes of Viet Namese music
and flags. South Viet Nam President Nugyen
Van Thieu flew in by helicopter minutes be-
fore the end of the ceremonial farewell pa-
rade and told the soldiers: “Your departure
bears testimony to the success of the role of
the U.S. force in Viet Nam.” The departure of
the battalion, the third of the 60th Infantry
Regiment, Ninth Infantry Division, for Taco-
ma, Washington, marked a turning point in
the Viet Nam war, which has cost 36,866
Americans dead. To-day’s vanguard left ex-
actly a month after President Nixon and Pre-
sident Thieu announced on Midway Island
that 25,000 Americans would be sent home
by the end of August. The pull-out reverses a
process that began almost exactly 19 years
ago.

A HUNDRED YEARS AGO JULY 9, 1919.

Housing in Bombay.

At a meeting of the Bombay Municipal Cor-
poration on Monday [July 7], Mr. Cowasjee
Jehangir presiding, discussion was resumed
on the proposition moved by Dr. A.G. Veigas
that the President be requested to address
the Government regarding the desirability
of appointing a committee to investigate and
report early the housing question in all its
bearings and suggest practical measures for
increasing the housing accommodation for
the poor and the middle class population of
the city. The subject was discussed at great
length. The Medical members of the Corpo-
ration touched upon the medical aspect of
the question and urged that on the proper
solution of the housing question depended
the health of the city. The city’s slums had
become the breeding places for a number of
diseases and it was the duty of the Govern-
ment, the Municipality and public bodies to
take up the question in right earnest. The
President pointed out that the question of
housing was at present occupying the se-
rious attention of the Government who were
considering the scheme whereby the Go-
vernment, the various local bodies and the
employers of labour could solve it.
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