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A Katkaesque move

The CBSE's latest proposal to regulate admission to certain

classes isimpractical

OUT OF THE BLUE

ANJULI BHARGAVA

Bank of India (RBI) decides
that customers who want to
change banks for whatever rea-
son have to seek clearance from
them. A customer who wants to

Imagine this: The Reserve

move from one bank to the other
has to provide all supporting
documents and convince an offi-
cial sitting behind his desk in the
RBI that he deserves to change
banks. If the official is convinced,
he clears the file. As it happens
in India quite often, he may
charge a small fee under the table
to allow the customer to do this.

This, in effect, appears to be
what the Central Board of
Secondary Education (CBSE) is
proposing for admissions in
Grade 9 and Grade 11 in its affili-
ated schools. The board is
proposing that parents who want
to change schools at these stages
need to explain why. When I read
about this, I was surprised since
Ithought CBSE already had plen-
ty on its plate, a lot of which it is

unable to do with any finesse or
expertise. Why would it want to
get into routine matters such as
school admissions?

On further enquiry, I learnt
that the move is aimed at check-
ing one primary malpractice.
Students from non-affiliated
schools seek admissions in affil-
iated ones in these classes to be
able to take and clear the CBSE
board examinations held in
Class 10 and 12. The students
have till Class 8 not followed the
CBSE prescribed curriculum or
pedagogy and this affects the
results of affiliated schools. To
check this, CBSE intends to reg-
ulate admissions.

The CBSE bizarrely wants
parents to prove — through the
results of both the admitting and

leaving schools and the quality
of teachers working in them —
that the move is justified. So the
burden of proof that I “deserve”
what I am asking for falls on me.
It has further stipulated that the
school that is losing the student
must cooperate with the parents.

In addition, the controller of
examinations for CBSE made a
strange statement. He said,
“There have been cases when
students unnecessarily try to
change the schools in class 9
and 11, citing that the other
school is better.”

This, to my mind, amounts
to using a sledgehammer where
a pair of pliers could have done
the job. In CBSE’s books, the
solution to every problem
appears to be more control,
more regulation and more cen-
tralisation of power.

Why not do a few random
checks on affiliated schools to
ensure that the students
enrolled for taking the board
examinations were on the school
roster all along and have not sud-

denly sprung up from nowhere?
Penalise offenders and that will
check the malpractice.
Moreover, the controller’s
statement strikes me as rather
senseless. What can be a more
valid reason to change a school
than the fact that other school
is better? What is “unnecessary”
about this? If the school admis-
sion is being sought in is
demonstrably better than the
one the student is being with-
drawn from, I see that as the best
possible reason for withdrawal.
Not only is the proposal
absurd, it’s impractical. How
and why should I prove to some
indifferent CBSE official where
I educate my child, that this is
where I deserve and desire to be.
Why should some random offi-
cer decide where I can or cannot
educate my child? Am I not free
to change my mind on this
whenever I like? This will simply
create one more avenue for the
CBSE official to earn some mon-
ey under the table as happens
with recognition and other such
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requirements that need to be
met from time to time.

Further, why would a school
that is losing a student cooper-
ate to prove that it’s actually per-
forming worse than its rival that
will admit the withdrawn stu-
dent? Have they got nothing bet-
ter to do?

What’s even more worrying
is this. Almost all the school
principals and board members
I spoke to uniformly criticised
the move and gave me a host of
reasons why it made no sense.
Yet none of them want to go on
record or be quoted directly as
they fear that their schools will
attract the ire of the CBSE. They
argue that any form of dissent
is met with the board’s wrath.
This is a more fundamental
problem and doesn’t bode well
for the future. A “my way or the
highway” approach ensures we
lose out on the richness a variety
of views can bring in.

A confident regime need not
and should not resort to such
strong-arm tactics.

Carmakers drive market disruption for growth

Eye subscription, leasing and shared mobility
solutions to offset dwindling dealership sales

TE NARASIMHAN

armakers, struggling with one

‘ of the longest slowdowns in
decades, are driving an alterna-

tive revenue stream to counter falling
sales from dealerships: Subscription,
leasing and shared mobility solutions.
In 2018, Maruti Suzuki, the coun-
try’s largest car manufacturer, report-
ed 71 per cent growth in leasing, and
Hyundai’s subscription business grew
nearly six times since it launched in
March 2019. Mahindra, Toyota and
Skoda have also announced plans for
a subscription-based ownership mod-
els. Japanese major Nissan is expected
to launch Nissan Intelligent
Ownership for its new model
Kicks in the next few weeks.
Volkswagen India’s first lot
of Polo cars, of 200 vehicles,
were completely subscribed
within 48 hours of the
announcement July 8, 2019.
These new business
models have been driven by
the changing dynamics of

such as Ola and Uber and
self-drive rental companies such as
Zoomcar, Revv and others have report-
ed good growth on the back of shared
mobility, subscriptions and rentals
and similar mobility solutions.
Zoomcar, for instance, plans to expand
its fleet size to around 1,00,000 vehi-
cles from 7,000 vehicles in three years.
Revv operates above 3,300 cars and
wants to expand to 10,000-plus over
the year. Hyundai and Kia Motors
jointly have invested $300 million in
Ola, and Hyundai has invested around
%100 crore in Revv separately.

TWO

transportation and vehicle ANALYSIS BEHIND small: Subscription
ownership. Unlike the car  THE HEADLINES accounts for one per cent
manufacturers, aggregators o ofindustry volume today,

“We believe that owing to disrup-
tion in the industry, new business
models are becoming more cus-
tomer-centric. Products such as sub-
scription are picking up strongly as
an alternative of ownership model,”
says Vikas Jain, Hyundai’s national
head for sales.

The subscription model offers a
degree of ownership flexibility that is
not available through the conventional
dealership route. It offers consumers
one way of driving a brand new car of
choice without actually having to go
through the hassles of ownership,
including down-payments and road
tax. After a lock-in period, the con-
sumer has the option of using it for as
long as she wants, paying
amonthly fee with an any-
time opt-out clause. If she
wants to own the car, she
can buy it at a pre-deter-
mined settlement charge
(used cars are put into the
shared mobility or second-
hand markets).

The business is still

but is expected to rise to
10 per cent in five years. Hyundai's
subscription business is already
accounting for 200 vehicles a month
and expects to cross 250 in the com-
ing months.

In May 2019, the Korean auto-major
also forayed into the leasing business,
where Maruti has been a frontrunner.
Maruti leased over 6,700 units in 2018-
19, though this is still one per cent of
the top-line. “As the market matures,
we expect leasing to become a sub-
stantial contributor in overall vehicle
demand. It is convenient for compa-

HIGH SPEED IN FIRST GEAR

® In 2018, Maruti Suzuki reported a
% jump inits car—leasing
business

® Hyundai's subscription business
grew nearly six times since its
March 2019 launch

® Nissanto launch Nissan Intelligent
Ownership for new model Kicks in
the next few weeks.

® Volkswagen India’s first lot 0of 200
Polo cars was completely
subscribed within 48 hours of the
announcementonluly 8

® Hyundaiand Kia Motors have
jointly invested $300 million in Ola

® Hyundai hasinvested around
%100 crore in self-driving car-
rental company Revv

nies who wish to offer vehicles to their
employees and has tax benefits,” says
Shashank Srivastava, Executive
Director, Marketing & Sales, Maruti
Suzuki India.

Shared mobility is the other high-
potential business for car makers. It
has grown from $900 million in 2016
to $1.5 billion in 2018 and expects to
increase to $2 billion by 2020. There
are currently 15,000 cars under the
car-sharing ecosystem, and this num-
ber is to rise to 50,000 by 2020, and
150,000 by 2022, according to
Hyundai Motor.

Hyundai’s partnership will offer
Ola drivers various financial services,
including lease and instalment pay-
ments, vehicle maintenance and
repair services. The trio of Hyundai,
Kia and Ola have also agreed to coor-
dinate efforts to develop cars and spec-
ifications that reflect the needs of the
ride-hailing market.

What’s driving this new business
is that that ownership as a method
for accessing an asset is losing
grounds across asset types (cars,
homes, furniture). Urban youth today
demand solutions that are high on

ONTHE JOB

flexibility and pay-as-you-go. So car-
makers know that this new sales
channel will become meaningful
soon enough. As Anupam Jain and
Karan Agarwal, Co-Founders of Revv,
point out, “These solutions are
inducting cars into the daily lifestyle
of a very large population of people
who otherwise would have waited for
another one or two decades to accu-
mulate sufficient wealth to buy their
first car.”

How does the ownership work out
compared with lifetime ownership? It
is hard to compare. For example, if a
customer wants to drive a Hyundai
Grand i10 for 48 months, the monthly
expenses under subscription is 315,650
per month against 314,835 a month
under a car loan. But subscriptions
involve no upfront expense, whereas
buyers need to pay 328,291 upfront in
the case of a car loan. Insurance and
routine maintenance, which comes to
about 33,790 a month, is also the com-
pany’s responsibility.

The biggest advantage is flexibility
— the customer can use the car for any
period of time and return it whenever
she wants. Another benefit is conve-
nience — repairs and so on are also the
company’s responsibility. If the sub-
scription is for a long period (36-48
months), the cost is roughly similar to
buying a car, with the added advan-
tages of flexibility and convenience,
say Revv founders.

The consumer benefits in the leas-
ing business are less clear-cut. Vinay
Raghunath, partner, Auto Sector
Performance Improvement, EY India,
says in terms of leasing, most con-
sumers choose to buy through their
employers, which gives the company
the higher benefit of interest write-off
and depreciation, the only benefit to
the non-corporate consumer is zero
down-payment. But low awareness
remains a challenge, which suggests
that car companies need to reorient
their marketing strategies too.

RID's gen-next aisis

The prolonged absence of Tej Pratap
Yadav and Tejashwi Yadav — sons of
jailed Rashtriya Janata Dal (RID)
President Lalu Prasad — from their home
turf of Bihar could not have come at a
worse time. The party’s recruitment
drive, launched on August 10 in Patna,
was a no-show with the two brothers or
their sister Misa Bharti not turning up.
Not only was the response to the
openings in the RID tepid, the party was
unable to fill half the 200 chairs at the
venue. While Tej Pratap was in
Jharkhand's Deoghar, observing Saavan
festivities before his return to Patna on
Sunday, Tejashwi was said to be in Delhi
in connection with some court cases he
and his father were facing. Party leaders
were seen murmuring their displeasure
at the conduct of the second generation
of politicians in the Yadav family.

Focus on small industry woes
The Laghu Udyog Bharati, which
represents the interests of small-scale
industries and is an affiliate of the
Rashtriya Swayamsevak Sangh (RSS), has
completed 25 years. Founded in April 1994,
the outfit will have its silver jubilee
celebrations in Nagpur for three days
starting August 16. Its chief, Jitendra Gupta,
said on Monday an estimated 2,500 small
businesspersons from 450 districts in the
country would attend the celebrations, to
be addressed by RSS chief Mohan
Bhagwat; Union ministers Nitin Gadkari,
Nirmala Sitharaman, Piyush Goyal, and
Santosh Gangwar; and Maharashtra Chief
Minister Devendra Fadnavis. Gupta was
restrained in criticising the government as
he announced the programme, but said it
was of concern that current policies had
encouraged trade and ignored the
manufacturing sector, particularly small-
scale and micro industries, after the
implementation of the goods and services
tax. The outfit will put forward the
concerns of small and micro enterprises at
the three-day session.

From hope to reality

Since assuming powver last December, the
KKamal Nath-led governmentin Madhya
Pradesh has repeatedly accused the Central
government of not releasing its share of funds
under various central schemes. These
“pending" funds indude a majoramount
under the Mahatma Gandhi National Rural
Employment Guarantee Scheme, or MGNREGS.
Atthe beginning of the current fiscal year, the
state was to receive funds amounting to¥700
crore underthe MGNREGS from the Centre. The
state government has maintained that the
pendency is hurting the rural population of the
state. Minister of Panchayat and Rural
Development Kamleshwar Patel is planning
his second visit to New Delhi to make another
bid for the release of this money. During his
lastvisit, he managed to get some assurance;
he hopes the next one will yield something
more tangible.

Hope survives in urban India

MAHESH VYAS

he weekly unemployment rate

I rose for the fourth consecutive
week during the week ended
August 11, 2019. As a result, the unem-
ployment rate shot up from 7.2 per cent
during the week ended July 14 to 8.9 per
cent in the latest week ended August 11.

This is among the highest unemploy-
ment rate in the last three years. In the
first week of June this year, the unem-
ployment rate had touched 9 per cent.
This was the highest unemployment rate
in three years. The most recent week of
August comes close to this peak.

After a rapid fall from the early-June
peak, the unemployment rate has been
rising steadily. In the last four weeks, the
unemployment rate increased by a sub-
stantial 168 basis points. Given that the
unemployment rate has been rising
steadily over the past 24 months, such an
increase is not entirely unexpected. Yet,
the 168 basis point increase in the past
four weeks is high given that the average
monthly increase in the unemployment
rate since July 2017 has been just 14 basis
points. During the last four weeks the
increase has been an average 42 basis
points per week.

The relatively sharper increase in the
past four months could be partly a sea-
sonal phenomenon. During a similar peri-
od a year ago — between the week ended
July 15 and August 12, 2018, the unem-

ployment rate had increased by 154 basis
points. A year earlier in 2017, the increase
was 108 basis points.

Apparently, even after discounting
notionally for seasonality, the recent
weekly trend suggests that the unemploy-
ment rate continues its march northwards
rather aggressively.

This march of unemployment is
stronger in urban India.

The unemployment rate in urban
India was 10.3 per cent in the week ended
August 11. The urban unemployment rate
hasbeen rising more or less steadily since
the middle of June when it averaged 7.9
per cent. But, the increase during the most
recent quarter to a record 10.3 per cent
was steep from 9.4 per cent in the preced-
ing week.

The 30-day moving average unem-
ployment rate for urban India was 9.2 per
cent. Weekly estimates can be a little
noisy. In comparison, a 30-day moving
average is more stable. It has all the char-
acteristics of a monthly estimate and it
has the advantage of often being a lot
more recent than the monthly estimates.

The urban unemployment rate in July
2019 was 8.6 per cent. By August 11, the
30-day moving average unemployment
rate had moved up to 9.2 per cent. This is
a rather sharp increase. If August 2019
ends with such an unemployment rate it
would the highest since September 2016
when it was 9.8 per cent.

The sharp increase in the unemploy-
ment rate in urban India is the result of
an increase in the labour participation rate
without a corresponding increase in
employment opportunities.

The labour participation rate in urban
India had dropped from 41 per cent in
June to 40.2 per cent in July. In August,
this seems to be improving. Labour par-
ticipation rate improved to 40.6 per cent
in the first week and then to 40.9 per cent
in the second week. The 30-day moving
average on August 11 was 40.5 per cent.

But, this increased labour participation
was not greeted with greater availability
of jobs. As a result, the employment rate
fell and the unemployment rate rose.

The urban employment rate in July
was 36.77 per cent. During the first week
of August this dropped to 36.74 per cent
and in the second week it dropped further
t036.68 per cent. The 30-day moving aver-
age was 36.74 per cent.

Urban India offers better quality jobs
than rural India can. It is therefore imper-
ative that the urban employment rate
increases. The recent increase in urban
labour participation rate is encouraging
but, it is important that as labour throngs
to the urban labour markets it is greeted
with jobs rather than the disappointment
of arising unemployment rate. This is par-
ticularly important because labour throngs
the urban labour markets with great expec-
tations in spite of the adverse conditions.

The RBI's Consumer Confidence
Survey, which is based on 5,351 respon-
dents from 13 major cities shows that in
July 2019, 32.5 per cent of the respondents
believed that their employment level had
improved compared to a year ago. But, a
higher 45.6 per cent believed that their
employment level had worsened com-
pared to a year ago. On a net basis, 13 per
cent believed that their employment con-
ditions had worsened.

This negative experience on the urban
jobs front in July was higher than it has
been in the past. Yet, urban India contin-
ues to remain hopeful of the jobs condi-
tion improving over the coming year. 57
per cent of the respondents believed that
the jobs situation would improve in a year
and only 26 per cent believed that it
would worsen.

Similar hopes in the past have been sys-
tematically belied by reality. But, hope con-
tinues to survive in a majority of respon-
dents. They should not feel let down.

Theauthor is the MD & CEO of CMIE

Questions for Rahul

This refers to the Chinese Whispers
item “Spirited speech by Rahul”
(August 12). The delayed arrival of the
former Congress president Rahul
Gandhi (pictured) at a meeting held
recently in New Delhi to discuss the
party’s position on scrapping the pro-
visions of Article 370 obviously sets
some bad precedents. Was he not real-
ly serious even on this highly emotive
issue which had unexpectedly creat-
ed some fissures within the party with
some leaders supporting the decision
of the government?

It’s a different matter that he later
made amends by giving a spirited
speech and also tried to paint a united
picture for his party by asking “how
many more votes the Congress could
hope to get if it supported the scrap-
ping of Article 370” which elicited
“zero” as the answer. Interestingly,
Jyotiraditya Scindia also thought it was
wise to apologise to Gandhi (for sup-
porting the 370 move earlier) there-
after. However, the moot question is:
How many additional seats can
Congress earn by vehemently oppos-
ing the latest decision on Jammu and
Kashmir tooth and nail both inside and
outside the Parliament?

S Kumar New Delhi

Minimise the damage

Words cannot adequately describe the
suffering caused by the deluge in many

parts of the country. Floods were once
occasional occurrences but they have
become more regular in recent years.
While rain is a necessity and a boon, it
becomes a bane when it causes devas-
tation. Visuals of vast, immeasurable
tracts of land inundated with floodwa-
ter speak of the scale of the damage.
The saddest thing is that the floods
have led to loss of life. The stories of
the victims are too harrowing. Of
course, it is not within man’s power to
prevent the occurrence of natural dis-
asters. But the thing is they are made
worse by human factors. By identifying
and tackling these factors that aggra-
vate the impact of flood, we can man-
age them and prevent their intensity.

Remedial action must be taken on
unscientific land use, quarrying and
mining, deforestation, unsustainable
agricultural practices and failure to
maintain water bodies and wet lands
to hold maximum water. By taking
proactive steps, we can minimise flood
fury. The correlation between climate
change and extreme weather events
like floods needs to be studied and
understood to take both short-term and
long-term corrective measures. It is
worth pointing out that in case of a nat-
ural disaster like a deluge, the poor are
especially vulnerable. Many live pre-
cariously in thatched, mud huts in
flood-prone areas. Farmers bear the
brunt of the floods as their standing
crops are damaged. The loss of cattle
puts financial strain on the people in
flood-affected areas. Once the waters

» HAMBONE

recede, we will see the trail of destruc-
tion the deluge left behind it.
G David Milton Maruthancode

Cheer amid gloom?

This refers to your front page reports
“SoftBank eyes stake in Airtel” and
“Anil Agarwal submits Eol” for Jet
Airways (both August 12). These reports
indicate a growing interest in making
investments in Indian businesses.
Notwithstanding clearly different rea-
sons in the two cases, it is heartening
to see a sort of revival of interest on the
investment front, which is bound to
give a big push to growth. Indian econ-
omy hasn’t seen much investment for
quite some time.

Admittedly, both Airtel and Jet
Airways are services sector entities and
our greater need is for investment in
manufacturing, still such large service
enterprises  inevitably  generate
demand for manufacturers of equip-
ment required by them and the positive
sentiment about investment in India
would go a long way in influencing
more people to seriously look at India.

Here’s hoping for a decent growth
revival in the country.

Krishan Kalra Gurugram
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Deleveraging RIL

Ambani has done well to reduce indebtedness

eliance Industries Ltd (RIL) has been in the spotlight in recent times

due toits steadily rising indebtedness. Its multi-billion-dollar invest-

ment in mobile telephony is yet to deliver adequate incremental rev-

enues and profits to justify the amount of investment in the venture.
This has resulted in a sharp increase in the company’s leverage ratio while its
free cash flows have remained negative for the past few years, given that debt
has gone up dramatically to $65 billion in FY19 from $19 billion in FY15 due to
higher crude oil payables and financing of JioPhone and the East West Pipeline.
In this backdrop, foreign brokerage Credit Suisse downgraded RIL, cutting its
target price by a quarter just a week ago.

The concerns were justified. RIL reported a net debt-to-equity ratio of
around 0.58x in FY19, one of the highest in recent years, while the interest cov-
erage ratio declined to 5.6x in the last financial year, the lowest in at least 15 years.
Inits report, Credit Suisse said RIL's free cash flows had been negative since FY15
and were likely to remain so till FY21, given the margin pressure in its bread and
butter fuel refining and petrochemicals business In the same period, its inter-
est payment has grown from $1.2 billion to around $4 billion and is equivalent
to nearly 44 per cent of its FY19 earnings before interest and taxes.

Thus, Monday’s decision to rope in Saudi Aramco as a 20 per cent equity
partner in the refining and petchem business would come as music to investors,
who have been worried about the company’s investment in the Jio venture
being funded through incremental borrowings. The deal values RIL’s refining
and petchem business at an enterprise value of around $75 billion. This will bring
a one-time cash inflow of around $15 billion for RIL. The company also plans
to raise another $1 billion by selling 49 per cent in its fuel-retailing business to
BP. Besides access to long-term crude oil supply from the world’s largest oil pro-
ducer, RIL can use the sale proceeds to fund expansion or pare down its debt.
It recently divested around $16.5 billion of its tower and fibre assets into two sep-
arate infrastructure investment trusts, where it plans to bring in outside
investors. Of its subsidiaries, it plans to monetise Jio and Reliance Retail and
unlock value in real estate and financial investments towards becoming a zero
net debt company by March 2021.

Refining and petchem bring about 79 per cent of its consolidated earn-
ings before interest and taxes (EBIT), while Jio accounts for 13.3 per cent of
the company’s EBIT in the last financial year. However, both businesses have
a similar share in RIL’s assets. The next challenge for RIL would be to
improve the return on capital employed (RoCE) at Jio, which is at 3 per cent,
after accounting for additional capex. This can happen only by raising
mobile tariffs or monetising its user base. Speaking at the annual general
meeting on Monday, RIL Chairman Mukesh Ambani said he did not have any
doubt that the company would have one of the strongest balance sheets in
the world. His shareholders would hope he walked the talk.

Congress’ split personality
Sonia Gandhi's reappointment will harm the party

he appointment of Sonia Gandhi as interim president of the Congress,

well over two months after her son stepped down from the post, points

to the stubborn inability of its governing council, the Congress Working

Committee (CWC), to face an inconvenient truth. Prime Minister
Narendra Modi has helpfully, if derisively, pointed out any number of times these
past few years that the party's raison d'etre has been reduced to protecting the
interests of the Gandhi family above all else. Over the weekend, the CWC rein-
forced Mr Modi's contention by ignoring the demands of the party's younger
members and some shrewd older members for a radical departure in the admin-
istrative apparatus. After all, this dynastic policy forced on the only significant
national party a president who, like his father, was reluctant to take on the man-
tle. As two consecutive Lok Sabha results have shown, he was also manifestly
unfit to provide the leadership needed to position the party as a cogent nation-
al alternative to the Bharatiya Janata Party juggernaut.

The serial victories against the BJP in state elections late last year only
masked the party's innate weakness: It could exploit anti-incumbent sentiments
at the local level but lacked a coherent counter-ideology to the BJP's majoritari-
an nationalism. Rahul Gandhi himself has had the nous to understand this,
resigning immediately after the disastrous Lok Sabha results. More to the point,
he said neither his mother nor his sister (who has never stood for an election) should
hold the post, and signalled that the party veterans accept accountability for the
election debacle. But the old guard, most of whom appear to be singularly une-
lectable themselves, appear unable to look beyond the Gandhi family.

Though it is true that Ms Gandhi is expected to preside only until elections
are held, the party's internal politics suggests that the umbilical cord with the
Gandhi family is far from cut. Factions are already coalescing around Ms Gandhi
and her daughter, Priyanka, and the initial shortlisted persons to fill the president's
post were Gandhi loyalists Mallikarjun Kharge (77) and Mukul Wasnik (59),
scarcely choices to inspire confidence. Many Congress stalwarts such as Amarinder
Singh, Shashi Tharoor, Jyotiraditya Scindia, Milind Deora, and Manish Tewari
have been pushing for a younger president. Ms Gandhi's president-ship, howev-
er seemingly temporary, is widely seen as a means of avoiding a split. This is the
same technique the old guard deployed two decades ago when the party was
adrift under the leadership of Sitaram Kesri. Then, any murmurs of discontent
had been suppressed. Now, a younger set of leaders has emerged, and they are
unlikely to tolerate dynastic entitlement without accountability.

The fissures between these confident and (relatively) Young Turks and the
old guard are much more pronounced, and a split along these lines should not
be ruled out. In the long run, this may be the best thing that happens to the
Congress. With the Left having reduced itself to an irrelevance, the Congress
remains the only party with the wherewithal to offer the robust national
opposition that is critical to the healthy functioning of a democracy. Relying
on adynastic septuagenarian to force dynamic change in this 134-year-old par-
ty with its distinguished record is hardly the way to go about it.

ILLUSTRATION BY AJAY MOHANTY

A bond bubble?

We need to worry about a bubble building in the bond market

kets globally. Just look at some of these data
points. Unprecedented on multiple dimen-
sions. Never seen anything like these.
1. $15 trillion worth of bonds now trade at negative
yields globally.
2. 43 per cent of bonds outside the US are negative
yielding and in Germany, the entire government
bond yield curve is in negative territory (up to 30-
year maturity).
3. Multiple junk bond issuers in Europe are effec-
tively getting paid to borrow money.
4. Despite nearly destroying the world economy 10
years ago, sub-prime, zero down pay-
ment mortgages are making a come-
back.
5.75 per cent of commercial real estate
mortgages are interest only, the high-
est percentage since 2006. e
6. The size of the US corporate bond -—
market rated BBB (just above junk) [ - '@
has never been bigger. ;
7. We have matched the all-time low
yield for 30-year bonds in the US,
andcurrently, we have negative bond

S omething odd is happening in the bond mar-

AKASH PRAKASH
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are signalling a very weak economic outlook on
both growth and inflation. The inversion of the
yield curve signals that a recession is imminent,
and negative real yields imply that the markets
expect inflation to continue to weaken. The mar-
kets seem to be implying a scenario of very weak
economic growth and the rising risks of deflation.
The current trade wars and weakening corporate
confidence globally could take us to a global reces-
sion, not an impossible scenario, but even then
price moves seem exaggerated.

Bubbles are common in the equity markets. We
have seen many, across geographies and time peri-
ods. The biggest arguably being the
dot-com bust of March 2000. The
bond markets are seen to be far more
stable. Investors look towards bonds
for stable and secure incomes, not
wild swings in prices. We do not typ-
ically see much media attention,
identifying bond bubbles.

However, recently, we have start-
ed to see bubble-like behaviour
among bond investors.

In a classic bubble, investors do

yields in Japan, Germany, France and
Switzerland. The yield curve has
inverted across most maturities.
8.1n 2008, when the global financial system was on
the verge of collapse, the G7-government bond yields
were at 3 per cent. Today, these same yields are below
1per cent.
9. The 100-year Austrian bond price chart has gone
parabolic, rising from 110 to 185 in the past 12 months;
from 150 to 185 in the past two weeks. The price chart
looks very similar to many of the tech stalwarts in
their heydays.

There are two possible explanations for this
type of exaggerated price movements in the fixed
income markets. One, the fixed income markets

not care about the intrinsic value of
the asset they are purchasing. They
are convinced that they can flip the asset purchased
in a short period to another buyer (greater fool theo-
ry). Today, the greater fool is assumed to be central
banks, which will buy assets at any price, once they
restart quantitative easing or QE (asset purchase pro-
grammes). Alternatively, pension funds and insur-
ance companies may be forced to buy fixed-income
assets at almost any price due to regulatory require-
ments. Surely, someone buying German 15-year
bonds at negative yield has no intention to actually
hold these bonds till maturity and lock in a guaran-
teed capital loss. They are buying these bonds to flip
them at a higher price to another buyer.
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In bubble-like environments, investors also
extrapolate current economic conditions far into
the future. We have had a 30-year bond bull mar-
ket. This bull phase was built on the back of gains
in fiscal consolidation, productivity and globali-
sation. Rates and inflation have almost continu-
ously declined over the past 30 years. It is very
unlikely these trends can continue from here.
Neither rates nor inflation has much scope for fur-
ther decline. Central banks are telling us, going for-
ward, they want more inflation. Inflation being
persistently below target has been cited as one of
the reasons for further rate cuts. Similarly, gov-
ernments are being less fiscally responsible.
Spending more is winning votes. There is no Tea
Party in the US, and fiscal restraint is losing favour
in the UK and the EU, as well.

Globalisation has seemingly stalled. In coun-
try after country, trade and immigration barriers
are rising. The deflationary shock of India and
China liberalising and becoming part of global sup-
ply chains is unlikely to be repeated. No other
region of the world has the scale to lower goods
prices globally.

With these factors reversing, can we really
expect inflation to continue declining from here, as
bond pricing indicates?

In bubbles, valuations do not really matter. Such
is the case today. Bonds are being priced as if
growth and inflation will never return. The theory
goes that this is due to the mountain of debt already
dragging down the global economy. The more debt
that is issued, the more these conditions of no
growth/inflation get reinforced. The more these
conditions are strengthened, the more debt is
bought by investors as that seems to be the sensi-
ble asset to own in a world of no growth/inflation.
It almost seems to be a self-reinforcing loop.

Simple common sense dictates that these yield
levels are unrealistic. How can Greece have a lower
cost of borrowing than the US treasury? Why will
investors chase after the Austrian 100-year bond,
when even a1 per cent rise in yields will deliver a 30
per cent capital loss? The price of money is the most
critical signal in the entire economic system.
Everything else is priced off the risk-free rate. An
artificially low risk-free rate will create pricing dis-
tortions across all asset classes. Any normalisation
of rates, even real rates going to zero, may cause sig-
nificant asset price volatility across all asset classes.
There will be unintended consequences.

As an aside, without getting into the debate of
whether India should issue a foreign currency sov-
ereign bond, surely, if we are ever going to do it, there
cannot be a better time. This is an issuers market. You
may be able to raise money at silly yields. Take advan-
tage. If a market or asset class is in a bubble-like envi-
ronment, surely you should use it to your benefit.

Thewriteris with Amansa Capital. Theviews are personal

Will Modi magic work, this time in Kashmir?

the nation on November 8, 2016. He did so

again on August 8, 2019. The first announced
the demonetisation of 86 per cent of currency then
in circulation, surely the defining point of Modi 1.0
administration. The latter explained the recently
accomplished legislative feat of abrogating Article
370 of the Constitution and splitting of the state of
Jammu and Kashmir into two Union Territories of
Jammu and Kashmir and Ladakh.
This will be equally certainly the
defining point of Modi 2.0. These §
decisions were taken in utmost
secrecy, with only a handful being
privy to them in advance (in case
of the Kashmir, though, they were
inklings of something being in the
works). The fait accomplineededto % (

P rime Minister Narendra Modi had addressed

be explained for wider acceptance, N\
hence these crucial speeches.

So it should not be a surprise
that the two orations, separated by

e,
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took laymen, experts and politicians alike by sur-
prise, which ensured its effective implementation.
Even though abrogation of Article 370 was an inte-
gral part of the Bharatiya Janata Party (BJP) agen-
da right from the inception of its predecessor
the BharatiyaJan Sangh, 2019 was the opportune
time for its execution, as Ashok Malik persuasive-
ly argues ("Why 370 had to go in 2019," The
Economic Times, August 9, 2019). After 2016, the
so-called mainstream politicians
in Kashmir and even the Hurriyat
had lost all semblance of credibil-
ity. And the rest of India experi-
enced "fatigue with ...the familiar
cycle of victimhood and violence,
blackmail and bluster...Perceptive
to this mood, Prime Minister Modi
and home minister Amit Shah saw
their chance."

Mr Modi's main point that
Jammu and Kashmir trailed other
states on most development

33 months to the day, followed the
same template. The narration was
basic: Problems presently faced are cited, the root
cause is identified, its removal as the primary
action justified, numerous benefits arising from
this act are described, and at the end, almost in
passing, a few inconveniences arising out of the
administration of the bitter pill are mentioned,
with a request and hope for forbearance since
these minor irritants are purely temporary. The
delivery is faultless and you are very nearly per-
suaded to accept what is, in fact, a rather simplis-
tic analysis, disregarding nuances and complica-
tions inherent in the ground reality.

Both these decisions were strategically timed.
The theory that demonetisation was so scheduled
as to deny the oxygen of cash to the opposition in
the Uttar Pradesh election at a critical stage has
never died down. But that decision undeniably

SHREEKANT SAMBRANI

parameters due mainly to Article
370 does not quite bear scrutiny.
According to The Indian Express (August 8, 2019),
the state's performance on metrics such as life
expectancy and education for both sexes, house-
holds with electricity, clean fuel and safe sources
of drinking water, infant mortality and even the
poverty ratio was better than the national average.
Unemployment and women owning immovable
property were the two main indicators where the
state had fallen behind the national average. But
that little matter of detail could well elude most of
Mr Modi's audience, especially outside Jammu
and Kashmir.

Popular management lore defines the best
salesperson as one who sells a refrigerator to an
Eskimo. Mr Modi passed that test with flying
colours in case of demonetisation. The people who
suffered the most, at least in the short run, by that

action — small traders, artisans, farmers, and ordi-
nary householders who conducted virtually all
their economic transactions in cash — turned out
to be steadfast defenders of the notebandi. They
showed their overwhelming support in March 2017
when the BJP was voted to power in Uttar Pradesh
with an unprecedented majority. They did so again
nationwide by returning the BJP to power with
increased numbers in the last general election.
But Mr Modi could find his task in the Kashmir
Valley a bit more daunting. Convincing the local
population that the loss of its long-cherished spe-
cial constitutional status and statehood, along
with restrictions on movement and communica-
tion howsoever temporary they may be, is all for its
good could be likened to trying to persuade people
in a live volcano neighbourhood to buy thermal
underwear, and not just by his critics alone.

Mr Modi has assiduously sought the enhance-
ment of his and his party's political capital ever
since he became part of the establishment in 2001.
The 2019 general election increased it vastly. He has
staked it all on the Jammu and Kashmir decision.
He may well succeed, since fortune favours not
only the brave but, at times, the reckless as well.

But the relevant question is how is the political
capital to be used. While chronicling Mr Modi's last
state election campaign in 2012, I had drawn a
parallel between him and Huey Long, the
Louisiana governor (later senator) in the Great
Depression. Mr Long enjoyed absolute power in
the state through his direct appeal to the people.
He had emerged as a challenger to President
Franklin Roosevelt for the Democratic nomina-
tion in 1936. He could well have changed American
history had he not been assassinated in 1936. His
relentless pursuit of political capital as an end in
itself suggests that the thin line between democ-
rats and demagogues is blurred

The writer is an economist

Behind the curve

BOOK REVIEW

A K BHATTACHARYA

s its title suggests, the book, writ-
A ten jointly by three economists,
focuses on recovery, reforms and
resilience seen in the Indian economy
during the first five years of the Narendra
Modi government from 2014 to 2019.
Given the fact that the book has been pub-
lished now when India's growth recovery
is in serious doubt, reforms have all but
disappeared and the economy's resilience
is shaky, the claims and assessment in
this book on India's economic prospects
would naturally become debatable.
The authors, however, make a sincere

attempt at recounting the Modi govern-
ment's various economic policy initiatives
in these five years. In doing so, they dwell
at length on the government's strategy to
manage the macroeconomy, launch ini-
tiatives to strengthen agriculture, renew
industrial and trade policies, revive the
health of the financial sector, tackle black
money through demonetisation and
unveil the goods and services tax (GST). If
you are looking for a book that sum-
marises and places in context the key eco-
nomic policy initiatives of the Modi gov-
ernment, your search should end here.
However, when it comes to assessing
the impact of the government's policies
on the economy or forecasting the trajec-
tory of economic growth as a result of
those policies the book seems to suffer
from a flawed analysis. Consider the fol-
lowing: "One can thus infer on the eve of
the General Elections, the Indian econo-
my is far more stable in terms of inflation
as well as deficit levels than it was exact-
ly five years ago. In terms of growth, there
is a marginal improvement, which is like-
ly to get further consolidated and there is
definitely a turnaround in investment per

se aswell as in investors' sentiments, both
domestic and foreign." The authors are
right in their assessment on the inflation
front, but they clearly failed to read the
fiscal stress that had already built up in
government finances by that time.

On economic growth, the five years of
the Modi regime did see an improvement
over the previous comparable period. But
the authors clearly failed to read the tea
leaves when they projected
that growth would be
boosted in the following
months and investments
were turning around with
an improvement in the
sentiments. A cursory look
at the state of the econo-
my at present will tell you
that neither have invest-
ments turned around, nor
have the sentiments of
investors improved.

Take for instance the chapter on agri-
culture. It notes how the Modi govern-
ment brought about a shift in its approach
to agriculture by focusing more on
income transfers to farmers instead of
focusing only on agricultural output.
Indeed, the Modi government in the cou-
ple of years before the general election
did increase the minimum support prices

be realised

The highlight of the
book is the last chapter,
where the authors with
remarkable clarity and
precision outline the six
major reformist steps
that the government
must initiate if the
Indian economy's
growth potential has to

and announce an income support
scheme for farmers.

But what about the more fundamental
issues of increasing basic investments in
agriculture? Yes, agricultural marketing
schemes have been launched, though
their adoption by various states has been
patchy, but the question of better tech-
nology and farming practices to improve
productivity has been left largely unad-
dressed. The need to draw
more people away from
farming by retraining
them and creating job
opportunities in sectors
such as manufacturing
and construction is as crit-
ical an input for improving
the viability of Indian agti-
culture as other schemes
like income transfer.

There are many sec-
tions in the book where the
authors have made many sensible sug-
gestions. For instance, while dealing with
the question of jobs, they bemoan the
lack or non-availability of regular survey-
based data on jobs, without which no
proper assessment of the economy can be
made. They rightly point out that there
can be no substitute for survey-based
employment measurement since the

reliance on payroll data for assessing jobs
growth has serious limitations.

Similar candour and forthrightness are
noticeable when the authors explain how
the rollout of the Insolvency and
Bankruptcy Code helped in tackling the
banks' non-performing loans problem. The
authors recognise that the launch of the
GST did not address many of the design
issues that afflicted the new indirect taxes
regime, but are hopeful that these glitches
would be addressed over time.

But the chapter on demonetisation
shows the authors' guarded and ambiva-
lent approach to the Modi government's
economic policies. They note that
demonetisation was a well-intended
move, but are of the view that it is a bit
early to conclusively pass judgement on
its actual impact on growth, reduced
dependence on cash, increased digitisa-
tion and improved tax compliance.

The highlight of the book is the last
chapter, where the authors with remark-
able clarity and precision outline the six
major reformist steps that the government
must initiate if the Indian economy's
growth potential has to be realised. Three
of these steps pertain to strengthening the
institutional framework. Thus, they want
a statutory economic council of states to
be established to drive consensus on the

next generation of economic reforms.

Similarly, the authors want an inde-
pendent budget analysis wing to be set
up to strengthen the fiscal responsibility
and budget management framework and
an investment monitoring and facilitat-
ing agency to accelerate the flow of
investments. The other three recom-
mendations are for empowering the
national statistics commission, priori-
tising administrative reforms and fram-
ing strategies on how India should deal
with the global economy to improve
Indian industry's competitiveness.

There can be no quarrel over the mer-
it of these recommendations to revive
the Indian economy. But many a bone
could be picked with the authors over
the manner in which they analysed and
assessed several of the Modi govern-
ment's economic policy initiatives in the
last five years.
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Turning vegetarian could
help fight global warming

IPCC research shows shows dietary changes could bring
emissions down by 8 billion tonnes annually by 2050

THAS BEEN clear for sometime that the fight to lower greenhouse gas (GHG)
emissions, and mitigate climate-change impact, rests on a drastic rethink of
global land use.Alarge part of land use is tied to human diet, from pastures for
grazing of meat animals to agriculture.Anew report by the Intergovernmental
Panel on Climate Change (IPCC) on climate and land says a plants-based diet will be
kinderonthe planet than a meat-based one.It recommends that governments,espe-
cially those of rich nations,where meat consumption is high,work on reducing this.
Land use and management, including agriculture and deforestation, contribute
almost a quarter of the GHG emissions. Unless land is managed more sustainably,
keeping global warming under 1.5°Cabove pre-industriallevels,is impossible—coun-
tries, thus, have included land-use, land-use change and forestry in their Intended
Nationally Determined Contributionsannouncedas part of the 2015 Paris Agreement.
While deforestation for pastures to graze cattle, like in Brazil and Colombia, is partic-
ularly emission-intensive, cattle, too, produce large amounts of methane, a potent
GHG.Besides, the emission foot-print of manufacturinganimal-feed,water-and elec-
tricity-use in raising and slaughtering of meat animals,and processing/packaging of
meatissignificant.The IPCCreport,thus,says thatbalanced diets thatare plant-based
and feature sustainably-produced animal-sourced food “present major opportunities
foradaptationand mitigation”.Indeed,by 2050, the report says,dietary changes could
free up millions of square kilometres of land and reduce global carbon emissions by
upto 8 billion tonnes annually (relative to business-as-usual). Though, perhaps with
the politics and socio-cultural sensibilities associated with dietary habits in mind,
authors of the report have refrained from telling people what to eat. Given land use
across the world contributes $75-85 trillion to the global economy annually (2011,
based on the value of the dollar in 2007)—this is many times the world's combined
GDP—influencing land use in favour of more sustainable practices is also a fraught
economic question,with the livelihoods of hundreds of millions of people tied to it.
Therisksashifting toalargely plant-based diet also must be considered.Rice-farm-
ing, for instance, accounts for 249% of agricultural methane emissions. In a country
like India, where rice is a staple and one of the largest agricultural exports, pushing a
plant-based diet could result in more demand for unsustainably produced rice. Also,
nitrous oxide emissions—a potent heat-trapper, with one tonne being equivalent to
265 tonnes of CO2 over 100 years—from agriculture have almost doubled since the
1960s,given fertiliserapplication hasincreased nine-fold globally. Besides,research by
the Carnegie Mellon University shows that, without reducing caloric intake signifi-
cantly, simply changing the diet to include the US department of agriculture (USDA)
advised food mix, or reducing caloric intake while sticking to the USDA food mix rec-
ommended for a healthy weight, will increase GHG emissions and energy/water use.
The window to act on sustainable land use is narrowing fast. Human use already
affects 60-85% of forestsand 70-90% of othernatural ecosystems. Land—the forests
on it as well as the soil—plays a key role as a carbon sink. But, with manifest climate
change effects, desertification and degradation of land is becoming an ever-growing
threat,and humansare responding with even more unsustainable use—fertiliser use,
excessive groundwater extraction, stripping down of rainforests, etc, are key exam-
ples.The IPCC report, therefore, calls for stepping up efforts to keep the land produc-
tive while enhancing its carbon-absorbing capacity—a carefully calibrated, primarily
plant-based diet could be one way to do this.

Tackling lynch mobs

Rajasthan has come up with a law, other states must too

AJASTHAN HAS DONE well to, in response to a Supreme Court recom-

mendation,come upwithaspecial lawto deal with lynch mobs.Though the

Opposition protested against the “Rajasthan Protection from Lynching

Bill,2019”and argued that existinglaws were good enough, this is not quite
true; though, while the Opposition argued that some of the Bill’s provisions—even
two persons can be defined as a mob—could be misused by classifying other crimes
as mob violence, this is something that needs to be kept in mind by the investigating
authorities.The Bill makeslynchinga cognisable,non-bailable and non-compound-
able offence, punishable with up to seven years imprisonment and fines of ¥1 lakh if
thevictimisinjured,and this goes up tolifeimprisonment when theviolence results
in the victim’s death. And, in a bid to deter mob violence, the Bill treats conspiracy,
aiding,abetting,and attemptat moblynchingin the samewayas it does perpetrators
and assailants, and even recognises creation of a hostile environment, distribution
of offensive materials, etc, as allied criminal offences. Moreover, the Bill is not only
retributive but also rehabilitative, stipulating that victims of mob Iynching be com-
pensated by the state government under the Rajasthan Victim Compensation
Scheme, and that the state take necessary measures to assist in the rehabilitation of
any such victims who might suffera displacement.

Other states need to take a cue from Rajasthan and come up with similar laws
at the earliest. Ideally, as the Uttar Pradesh State Law Commission did last month,
when it came upwith adraft anti-lynching law, there should also be strict rules for
the police and others in authority whose job is to prevent lynching. This includes
punishment for not providing protection to the victim if violencewas apprehended,
failure to act on time, failure to record details of the crime,and so on; if there is no
provision to penalise those whose jobs are to prevent such crimes, chances are all
lawswill come up short. This isa shortcoming in Rajasthan’s Bill. Amazingly, though
the state’s law commission took the initiative on its own, Uttar Pradesh has yet to
come up with an anti-lynching law; and this is despite the fact that Uttar Pradesh
has recorded 20 distinct incidents of mob violence resulting in 11 deaths since
2015.While the number of those killed/attacked by lynch mobs s likely to be much
smaller than those in conventional crimes like murder, the purpose of lynch mobs
is to generate fearin certain communities/classes of people; to that extent, the pun-
ishments have to be as stringent as possible.

MoreMEDICS

Govt has done well to accept the findings of the WHO
report on quacks, the one it had contested earlier

HE GOVERNMENT'S DESPERATION over clearing the air on the National

Medical Council (NMC) Bill has forced it to accept and acknowledge a prob-

lemthatithad,onlylastyear,denied even exists.The NMC Bill talks of bridge

course to enable Ayush practitioners to prescribe allopathic medicines—this
will take care of the poor doctor-patient ratio that India has. As per a Times of India
report, while the government, in January last year, had termed “erroneous” the WHO
finding that nearly 57% of those practising allopathic medicine in the countrydidn’t
haveanymedical qualification,now,ithasincluded the figurein its FAQs overthe NMC
Bill. The NMCBill talks of Community Health Providers—healthcare professionalswho
can be trained with the bridge courses.

India’s doctor-population ratio remains a sickly one doctor fora thousand people.
Thus,itis crucial toaccept the case for having community health providers.Indianeeds
more doctors,and ideas like converting district health hospitals into medical colleges
make eminent sense. Until this can be achieved, the country needs to work with what
it has. Besides, as Devi Shetty of Narayana Health and Srinath Reddy of Public Health
Foundation of India highlight, India’s problem is over-medicalisation. Reddy points
to the case of mid-level health workers in Chhattisgarh who have proved better than
doctorsat treating primary care conditions,especiallymalaria. Heemphasises the need
totrain nursestobecome‘nurse practitioners’and ‘nurse anaesthetists’. Shetty,on the
other hand, says that “even in the litigation-happy US, 6 7% of anaesthesia is given by
nurses,not doctors”.If more of community health providers can do the same, it would
only help rural health care. More important, it would make more sense to impart the
necessary training toalarge talent pool of health professionals than let quacks thrive.
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NO PROOF REQUIRED

% ONJ&K'S FUTURE

Prime Minister of India, Narendra Modi

J&K will not remain an UT forever. You will get the
opportunity to elect your representatives soon. |
want to tell the people of Jammu and Kashmir that
your representatives will come from among you

NO ECONOMY HAS SUSTAINED GDP GROWTH WITH AREAL POLICY RATE ABOVE 1.75%. FOR THE
LAST TWO AND A HALF-YEARS, THE REAL POLICY RATE HAS AVERAGED 100 BP HIGHER IN INDIA

Monetary policy:
Facts, Opinion, Governance

HIS TIME, MP does not
mean Member of Parlia-
ment, but Monetary Policy.
WhatIwant todiscusstoday
is the FOG surrounding
monetarypolicyinIndia.Itused tobe the
case,around the world, that a deliberate
fog was created around central bank
speak. That changed post the 2008
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financial crisis.Central banksaround the
world went for three Cs—Clarity and
Consistency in Communication. All
advanced country central banks go for
the 3Cs; among EMEs,I don’t know, but
what I hear foreign investors say is that
the developing world is much closer to
the advanced economies than to India.

Is India as different as claimed by
“experts”? My own experience,and inter-
pretation, is that India is very different
because the experts (perhaps including
thoseat the Central Bank)look at mone-
tary policyvery differently. Most impor-
tantly, Indian experts look at the mone-
tary policy through nominal lenses;
economics is about the real world. After
all, nobody talks about nominal GDP
growth; when we discuss growth, it is
growth adjusted forinflation.Whydon’t
we do the same with the MP variable
called the repo rate—or talk of real bor-
rowing and lending rates?

On August 7,the MPC reduced the
repo rate by 35 bps, to 5.4%. The first
publication to be off to the races was
Bloomberg Quint which headlined its
story“35 Basis Point Cut Takes RBI Rate
To 2010 Level”. The story was accurate.
In April 2010, the RBI raised the repo
rateto 5.25%.CPIinflation at that time
was 13.3%, WPI inflation was 10.5%,
and the SBIlending rate was 11.8%.IIP
was growing at 13%.

It certainly doesn’t take a weather-
man economist to figure out that the
repo rate of 5.4% in August 2019 is not
even on the same planet as April 2010,
letalonebe uttered in the sameline.But,
Iwanttoquote from some of the editori-
alsafterthe RBI move. Business Standard
opined that“the centralbankisdoingits
part by progressively reducing the cost of
money” (emphasis added). Editorial in
Mintargued that what the RBI/MPC did

Household savings in India

was “the best it could have done under
the circumstances, grim as they are”. It
alsoquoted Governor Dasas stating that
the committee felt that “25 bp would
havebeeninadequate,while 50 bpwould
havebeen excessive”.Andwhy didn’t RBI
undertake a larger cut? The Mint view:
“Because it did not want to send out a
panic signal by easing monetary condi-
tions too much, too fast”.

The MPC action (inaction) came
against a backdrop of central banks
around theworld sending out panic sig-
nalsby cuttinglending rates. But to con-
tinue with the editorials. The Financial
Express headlined its editorial “RBI is
doing its bit, over to government now”.
There is elaboration a few lines down.
“But the central bank can only do so
much. Indeed, it is doing more than its
best to create a conducive lending envi-
ronment forbanks”. Economic Times edi-
torial, “Slashing rates by 35 bp,dumping
multiples of 25 bps as the quantum of
rate change,signalsnon-routine concern
overgrowth,asalsorestraint toavertany
panic. It also signals RBI’s capacity to go
beyond convention” (emphasis added).

There is a surprising uniformity
(identity?) in the editorials—in addition
to the fact that they have got the simple
factof cost of money grotesquelywrong.
If I were Governor Das, I would be wor-
ried.After every Budget,industry gives a
strong heads-up to whatever fiscal pol-
icy package the government comes up
with. Out of 10, the ranking is always—
good,bad and uglybudgets,the same—a
robust 9.A lot of us (including the pink
newspapers) have criticised this
hypocrisyand this“Big Brotheriswatch-
ing”fear.Thislack of objective analysisis
worrisome. But, why have sheep news-
papers not conducted objective analysis

Policy environment for savings in India is
sub-optimal. This is particularly true of the

household sector, which has been the largest
contributor to overall national savings

INDIA HAS TWO fundamental prob-
lems in its pursuit of higher economic
growth.First,it needs toincrease invest-
ment. Second, it needs to increase sav-
ings. Both investment and savings have
fallen as percentages of GDP, and are
below thelevels needed to support GDP
growth of 8-10% a year. There is a
counter argument that higher growth
itself will rekindle animal spirits of
investors, but I think the starting point
hastobewith creating prospects forbet-
terinvestment returns.The investment
slowdown isrelated to the collapse of the
preceding investment boom, which
included too much corruption and,
more generally, misallocation of capital.
Until the overhang of bad assets is
cleaned up, so that credit flows more
freely again, investment will stagnate.
The government has been trying, but
perhaps not hard enough. The battles
with RBI on this front have also not
helped. Efforts to attract foreign
investorswillalso notachieve too much
until the financial sector and corporate
balance sheets are cleaned up. Even
then, the policy framework for invest-
ment has to improve, in terms of taxa-
tion, infrastructure,and stability.

The savings side is trickier, but also
has the potential for plucking some low
hanging fruit, with the right degree of
policy attention. This is because the pol-
icy environment for savings in India is
sub-optimal. This is particularly true of
the household sector (including smaller
firmsin the Indian case),which hasbeen
thelargest contributorto overall national
savings. The other sources of savings—
corporations, government and foreign-
ers, are potentially important, but their
determinants are more complicated,
including whatever factors determine
the investment climate,and the politics
of government expenditure. House-
holds, however, can be potentially reli-
able sources of savings.

Thereare threeinterrelated aspects
of household savingwhere policies can

be changed to make a difference. First,
the level of household savings has
fallen in recent years, despite high real
(though not nominal) interest rates.
Second,Indian households tend to put
arelatively smaller proportion of their
savingsin financial assets,versus phys-
ical assets such as gold and real estate.
Third, Indian households put relatively
little of theirfinancial savingsintolong
term savings such as pensions and
insurance products, versus bank
accounts. All three factors resultin a
paucity of funds that can be interme-
diated into productive investment.

Tarun Ramadorai, who headed the
RBI committee on household savings
that reported in 2017, has pointed out
that the tax incentives for long term
savings through pensions are muddled
and weak. He has made detailed pro-
posals for clarity and simplicity in the
design of pension schemes and the tax
incentives that accompany them. This
is about more than just “nudges,” and
requires significant, but straightfor-
ward, policy changes. The government
may beworried about possiblelosses of
revenue through tax breaks, but this
seems to be an area where the returns
will justify any short term revenue hit.

Lastyear,Radhika Pandey, Ila Patnaik
and Renuka Sane, in the India Policy
Forum, provided a detailed empirical
analysis of the impact of tax breaks on
household financial savings, and found
that such incentives must be carefully
designed to avoid distortions between
different types of financial saving. They
also emphasised the need for more sen-
sibleregulations,giving insurance com-
panies and pension funds more room to
invest in assets other than government
bonds. In brief, household savings have
tobe channelled efficiently to more pro-
ductive investments.

The need for better channelling of
household savings is driven home by a
more recent analysis by Patnaik and
Pandey,in an NIPFPworking paper.Gov-

of RBI/MPC actions?

What could the editorials have said?
They could have pointed out that infla-
tion is phenomenallylow,and below the
notional 4% target for the third succes-
sive year.While the nominal repo rate is
the sameas 2010, the real repo rate is at
2.6% compared to minus 8.1% in April
2010. Stated differently

3.4%. Real SBI lending rate: then
3.6%; today 11%. Liquidity: then
ample; liquidity today,ample.

Das took over as RBI Governor in
December2018.Hehasbeenin office for
only eight months and it is unfair to
assess performance over such a short
time period. Nevertheless, few facts are
relevant. Eight months prior to Das’s
arrival, inflation had averaged 3.9%,
repo rate averaged 6.3% and the real
repo rate averaged 2.4%. Over the last
eight (Das) months, (till July 2019),infla-
tion has averaged 110 bp lower 2.8%;
thereporatehasaveraged 20bplowerat
6.1%,and therealreporate 90 bp higher.
Liquidity is very stressed in 2018
(according to many experts, that was the

cause for the slowdown)

and equivalently, the cost m————  andveryamplein 2019.

of capital (repo rate) today
is nearly 11 percentage

Every monetary

Every monetary statis-
tic contradicts the expert

points (ppt) #igher.SBIlent statistic contradicts assessment that monetary

money then at 11.75%—
today, the nominal lend-
ing rate of SBI is higher
(with much lower infla-
tion) by 2 pptat 13.75%.
The system is broke,
including the expertswho

the expert
assessment that
monetary policy is
reducing the cost
of money

policy is reducing the cost
of money.Itissimplemath
really—if inflation goes up
by 10%, and my cost of
borrowing goes up by 5%,
the cost of money has
come down. And just the

report on the system.The "———EEEEE==——————_ opposite when inflation

same experts blamed the

lack of liquidity for the economic slow-
down, not the high real rates. Everyone
was shouting lack of liquidity as the
cause for slow and declining growth in
2018.With this expertly felt lack of lig-
uidity in 2018, industrial production
growth Jan-May 2018 averaged 5.4%.
With ample liquidity (and all the papers
quoted above congratulated RBI forsuc-
cessfully introducing the much needed
liquidity in 2019), IIP growth has aver-
aged 1.9%in 2019.Thefirst fivemonths
of 20101IPgrowthaveraged 11.9%.But
wait a minute—weren’t we coming out
of the 2008 financial crisis and that is
why IIP was so high in 2010 and not
because of real interest rates? There is
partial truth in that.

Compare first five months of 2011
with 2019. Industrial production
growth: then 6.8%; today 1.6%. Real
repo rate: then minus 2.8%; today plus

SINGH

Professor of Economics, University of California, Santa Cruz

Views are personal

ernment policy on this front does not
seem to be coherent or sufficiently evi-
dence-based. Budget proposals often
seem to be piecemeal and fragmented.
Nevertheless, one can characterise this
area aslow-hanging fruit,because there
is so much room for improvement.
Despite the nuances of having different
types of financial saving, with different
types of institutions and regulations for
collecting and channelling them, the
underlying economicbehavioursare not
difficult to model and analyse.

A comprehensive, evidence-based
policy approach to household financial
savings will also help draw attention to
institutional weaknesses in financial
servicesand financial intermediation.It
can be politically difficult to deal with
such weaknesses without an overarch-
ing goal. Improving the level, composi-
tion and channelling of India’s house-
hold saving can provide the requisite
framing for political feasibility of more
fundamental institutional reforms, as
wellasreformsin tax policyand regula-
tion forthe financial sector. Institutional
reformshere couldincludeagreaterrole
for private sector firms, more competi-
tion, and more effective use of digital
technology. Patnaik and Pandey make
allthese points,and theyjust need more
detailed modelling and simulation for
evaluating policy options.

None of the above makes redundant
the need for continued improvements
in the climate for non-financial firms
to do business, or to innovate, or to
export.All the real aspects of producing
and selling things in India are subject
tohurdles that the governmenthasthe
powertoreduce orremove,ifitdecides
it wants to be growth-promoting
rather than rent-seeking or populistin
its policy stance. But higher growth
requires higher investment, and that
will need more household financial
saving, channelled to productive uses.
This is an area that needs better policy
attention than it has received.

declines more than the
repo rate.Why is this simple math seem-
ingly not understood by experts?

There are additional factors con-
straining growth in 2019 and beyond.
Tariff wars have intensified, world
growth has slowed down,and our com-
petitorsarelowering real rates and low-
ering taxrates.Weare raisingboth.The
expert media fully recognises (most of
them do) that higher tax ratesina slow-
ing economy will slow GDP growth
even more. But, why this arrogant dis-
missal of the one factor the rest of 180
countries find the most potent cyclical,
and structural factor, to enhance
growth? More than a decade ago,
Deputy Governor Rakesh Mohan
opined that lazy banking was an
important and unique aspect of Indian
banking. But, why do experts endorse
lazy banking as a solution to our
growth problems?

LETTERS TO

THE EDITOR
PM Modi’s address

PM Narendra Modi's post-Article
370 abrogation TV address to the
nation has come in for fulsome
praises from many people,
including the media, for reaching
out to Kashmiris with a slew of
promises. But, the moot question is
whether his promises of early polls,
restoration of statehood, benefits
to government employees on par
with their counterparts in UTs, filling
government job vacancies and
investment will make up to the
people of Kashmir for what they
were robbed off—special status. At
best they are a balm inefficacious in
healing the deep wound to the
Kashmiri psyche. People do not
trade their identity for favours.
Winning the hearts and minds of
Kashmiris alone will facilitate their
integration into India. The
withdrawal of special status and
privileges is not the way to win their
vishwas (trust). As for the promise
of development, human
development indices in Kashmir are
relatively better than in most parts
of India. We are also struck by the
incongruity of a leader of a party
that never tires of accusing the
secular parties of 'Muslim
appeasement'. PM Modi did not
speak a word on the deployment of
more troops and the house arrest of
Valley's mainstream leaders. Why
leaders like Ghulam Nabi Azad and
Sitaram Yechury are prevented from
visiting the people of the Valley
while NSA Ajit Doval is featured
interacting with the local residents
defies understanding. If what is
going on in the name of Hindu
revivalism in the rest of the country,
the reading down of Article 370
may well be a move to superimpose
Hindutva culture onto Kashmir's
indigenous culture or Kashmiriyat.
The hailing of the annulment of
special status as the 'correction of a
historical wrong' by Hindutvawadis
says it all!

— G David Milton, Maruthancode
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JAPAN-KOREA TRADE DISPUTE

Japan seeks to emerge from
the shadow of history

The biggest trade war of
recent times, the US-China
dispute, is tied to forced
technology transfer and
intellectual property
rights. But the Japan-
South Korea dispute
appears tied to Japan’s
long and arduous struggle
to emerge from the pages
of history

APAN, THE QUIET sentinel of
Asia, lives in the future and yet
cannot quite extricate itself from
the past—caught in the net of
history whilst seeking to escape
it. Prime Minister Shinzo Abe’s
attempts to amend the Constitution
and the current trade skirmish between
Japan and South Korea can be traced
back to history—a history that Japan
seeks to put behind, but so far with
little success. o

In fact, Japan’s new era, the
Reiwa era (literally, beautiful
harmony), began May 2019
with the abdication of the
Chrysanthemum Throne by
Emperor AKihito. The abdication
marked the end of the three decades
of the Heisei era (peace everywhere).
With the Tokyo Olympics 2020 sched-
uled nextyear,there is much optimism
in theair—an understanding that it will
repeat for Japan what Tokyo Olympics
1964 did, which boosted its economic
renaissance.

Japan’s aspirations reflect in the
winds of its domestic politics under the
64-year-old Abe, now in his seventh
year of office. In fact, the years of polit-
ical instability seem to have passed. If
Abe stays in office until November
2019 (which is a certainty), he will sur-
pass 2,886 days in office (tolled by PM
Taro Katsura in the early 20th century)
and become Japan’s longest-serving
PM in history. Some achievements, as
Abe articulated at Davos 2019, are

VISWANATH

"The author s a Singapore-based Sinologist,
and adjunct fellow at the Institute of Chinese
Studies, Delhi. Views are personal

growth in Japanese GDP by 10.9% (in
his six years of office), female labour
participation hitting 67% and an age-
ing population (above 65) accessing job
opportunities. But observers such as

political scientist Lully Miura say that
Abe continues to be in power because of
“an exceptional combination of specific
conditions,” including his foreign pol-
icy and the administration managing

ILLUSTRATION: ROHNIT PHORE

its publicimage carefully.

But it is Abe who has sought to turn
a page in Japan’s constitutional his-
tory, seeking an amendment for the
first time inits 72-year history.Japan’s
surrender in the Second World War led
to a postwar pacifist Constitution.
Despite being a formidable power in its
own right, Japan is dependent on the
US for defence—it isbound to the US by
a defence treaty (1951, revised in
1960) where the US has military bases
in Japan in exchange of protecting
Japan in case of an attack. Abe and his

allies have sought a revision of the
Constitution, seeking the formalisa-
tion of Japan’s de facto military, Self-
Defense Forces (SDF), which would
entail parting with the Article 9 (no-
war clause) of the Constitution. Article
9 says that “land, sea and air forces, as
well as other war potential will never be
maintained.”

The recent July elections to the
upper house of Parliament (House of
Councillors) impacted amendment. Of
the 124 seats,Abe’s Liberal Democratic
Party (LDP) and Komeito won 71 seats
(57+14),and the Constitutional Demo-
cratic Party (CDP) 53 seats in the 245-
member house.The parties in favour of
amending the Constitution, the LDP
and allies Nippon Ishin no Kai (Japan
Innovation Party) and Komeito (total of
157 seats), fell short of the two-third
‘super-majority’ (164 seats) needed to
initiate theamendment.Aday afterthe
elections, Abe sought to keep the issue
alive by discussing it. He now seeks
amendmentin 2020.Theissue of Japan
remilitarisation continues to be alive.
The public increasingly
believes that Japanisvul-
nerable, ineffectual and
impotent as a balance to
a rising China, which
boasts considerable mili-

Relations between
the two arerocky  ics)

the forced prostitution of Korean
women to provide sexual services to
the  Japanese army—‘comfort
women’—and the plight of the Koreans
who continue to stay in Japan
(regarded as second-class citizens) has
haunted bilateral ties. In 2015, Presi-
dent Park Geun-hye inked what Japan
called a deal to “finally and irre-
versibly” settle the issue of ‘comfort
women’ through a §9-million deal,
which many viewed as a pittance. In
2018, the foundation that Japan
funded to support and provide funds
to the ‘comfort women’was dissolved.

Japan was alarmed with the decision
of the South Korean court to order the
seizure of Japanese assets, which it
viewed as damaging Japanese trade and
investment in South Korea. Citing
‘national security grounds’ of ‘declining
trust’ between the two, Japan slapped
exportsto South Korea with restrictions.
Japan has targeted three chemicals
(hydrogen fluoride, fluorinated poly-
imide and photoresists) used by South
Korean companies in smartphone dis-
plays and chips. This will
disrupt the supply chain
of South Korea’s semicon-
ductor, display (electron-
and automobile

because of 'historical ndustry,and companies

tary prowess. . . such as Samsung, SK
History is also at play animosity’ that Hynix and LG will be

in Japan-South Korea dates back to the affected.Japanese exports
relations, both staunch Japanese to South Korea now need

US allies, but who cannot
see eye to eye. Japan and
South Korea have several
common concerns,
including the secu-
rity dilemma in
the Northeast
peninsula (North Korea and

China), but a trilateral (US-

Japan-South Korea) has not been
forthcoming.

Relations between the two are
rocky because of ‘historical animosity’
that datesbackto Japanese colonisation
of the peninsula (1910-45). In fact, the
recent move by Japan to strike South
Korea off its ‘white list’ (of 27 preferen-
tial trade partners) effective August 28
is not because of a trade dispute per se,
but because of history.

The dispute sparked when the South
Korean Supreme Court ruled that
Japanese companies Nippon Steel, Mit-
subishi Heavy Industries and Nachi
Fujikoshi compensate wartime forced
labour. Japan views this as flogging the
acrimonious past.As Japan views it, this
was resolved in 1965 when relations
were normalised,and in terms of repa-
rations, Japan paid $2.4 billion by way
of loans and aid to Korea.

But the issue of forced wartime
Korean labour in mines and factories,

colonisation of the
Korean peninsula
(1910-45)

case-by-case approval.

South Korea has
responded with strong
public opinion and visible
nationalist outrage, and
has accused Japan of
‘weaponising trade’.
South Korean customers are boycotting
Japanese products in the supermarkets,
and South Korea wants to stop military-
intelligence sharing with Japan, which
has implications on the security of the
peninsula. But Japan is unrelenting.

The issue shows no immediate signs
of abating, with the US unable to resolve
the acrimony of the past. While the US
will eventually step in and resolve the
posturing, for South Korea, with legisla-
tive elections in April 2020 round the
corner, backing down may indicate ‘loss
of face’. The biggest trade dispute of
recent times, the US-China dispute, is
tied to forced technology transfer and
intellectual propertyrights.But forAsia’s
quiet sentinel Japan—be it constitutional
amendment or trade dispute with South
Korea—botharetied toitslongand ardu-
ous struggle toemerge from the pages of
history. The US and now Japan are cases
in point of the new dynamics in interna-
tional relations, where economics is a
powerful instrument of political arm-
twisting,and so is history.

DATA DRIVE

Small savings rates have
not fallen much

Poor transmission

(PPF; %)
8 8 7.9

HILE THE RESERVE BANK of  external benchmarks appears to have The central bank has injected [ ' E—
W India has cut thereporateby  been taken off the table. liquidity, which means the supply-

35 basis points—the first cut Banks have not been able to reduce side is being taken care of,and
of this magnitude—to 5.4% (the repo their lending because of slowing has also made it easier for
rate isnow at a nine-year low),theonus  growth in deposits.As a result, deposit banks to lend to non-banks,
is now on banks to cut theirlending rates have remained flattish as banks and this should improve
rates to spur economic activity. In have found it challenging to pass liquidity. Going forward,
response to the policy, the country’s through rate-cuts,and small savings—  transmission should
largest lender, the State Bank of India, given they are still offering much improve given surplus
hasreduced the Marginal Cost of Funds  higher rates than bank deposits—are liquidity in the financial T
based Lending Rate (MCLR) across all cornering growing shares of the system. !
tenors by 15 basis points. deposit pie. For example,while the five- Jan QAOFTQ Jun

Banks have been very slow in
passing on the benefits of the central
bank’s rate cuts to their customers. To
be sure,before Wednesday’s rate cut,
the central bank had cut the repo rate
by 75 basis points this year between
February and June. However,
the transmission of policy
rate cuts on fresh loans of
banks was only 29bps.
The earlier RBI
announcement to
benchmark new
floating rate loans to the

RBI reduces repo rate...

year deposits rate of the SBI is 6.5%,

the five-year post office term deposits
fetch 7.7% and Public Provident Fund
is fetching returns of 7.9%.
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... but transmission remains weak
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Banks haven't cut deposit rates much

(Weighted average term deposit rates, %)

Deposits grow in small savings
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TELLING NUMBERS
Mass shootings in the US
Back-to-back mass shootings in El Paso, Texas and Dayton,
Ohio on Saturday and Sunday underlined America’s problem
with guns. Firearms are easy to buy, and the pro-gun lobby

spends huge amounts every year to keep things from changing
WORST MASS SHOOTINGS ANNUAL LOBBYING BY
Year Location Dead AMERICAN GUN RIGHTS
2017 LasVegas, Nevada 58 ADVUCACY NAT'ONAL
2016  Orlando, Florida 49 RIFLE ASSOCIATION

2007 VirginiaTech, Virginia 32 2001 1.56
2012 SandyHook, Connecticut | 27 2002 15
2017 Sutherland Springs, Texas | 26 2003 1.61
1991 Killeen, Texas 23 2004 1.64
2019 ElPaso, Texas 22 2005 1.79
2018 Parkland, Florida 17 2006 1.62
2015 SanBernardino, California| 14 2007 1.82
2009 FortHood, Texas 13 2008 1.67
1999 Columbine, Colorado 13 2009 214
Sources: FBI, Las Vegas Police 2010 2.65
TOPCVILIANGUN-OWNING 2" o
COUNTRIES (PERTOOPEOPLE) 5445 341
USA 120.5 2014 3.36
Yemen 52.8 2015 3.61
Serbia 391 2016 3.19
Montenegro 39.1 2017 512
Uruguay 34.7 2018 5.08
Canada 34.7 2019* 1.69
Cyprus 34.0 (In$ million), “January-July

Finland 324 Source: Centre for Responsive Politics,
Source: Small Arms Survey 2018 US Senate Office of Public Records

THIS WORD MEANS

PERSEID METEOR SHOWER

Celestial fireworks, created by comets

ONITS journey around the Sun, the Earth
passes through large swathes of cosmic
debris. The debris is essentially the rem-
nants of comets — great frigid chunks of
matter that leave behind dirty trails of
rocks and ice that linger long after the
comets themselves have passed. As the
Earth wades through this cloud of comet
waste, the bits of debris create what ap-
pears from the ground to be a fireworks
display in the sky — known as a meteor
shower.

Several meteor showers can be seen
around the year. Among the brightest and
best known of them is the Perseid Meteor
Shower, which has been active from July
17 onward, and can be seen until August
26. The showers peaked on the night of
Monday-Tuesday.

The Perseids occur as the Earth runs
into pieces of cosmic debris left behind
by the comet Swift-Tuttle. The cloud of
debris is about 27 km wide — and at the
peak of the display, between 160 and 200
meteors streak through the Earth’s at-
mosphere every hour as the pieces of de-
bris, travelling at some 2.14 lakh km per
hour, burn up a little less than 100 km
above the Earth’s surface.

The Perseids currently visible in the
night sky are not due to the debris left be-
hind by the comet Swift-Tuttle during its
mostrecent pass, which happened in 1992.
This particular comet goes around the Sun
oncein 133 years,and the meteors now vis-
ible were left behind by the pass before the
last one — or perhaps even earlier.

Meteors are best seen on a cloudless
night, when the entire sky is visible, and
when the Moon is not extremely bright.
Chances of a successful viewing are

A meteor in the sky during the peak
of the Perseid Meteor Shower in
Bosnia-Herzegovina Monday. Reuters

higher from locations far away from the
lights of cities. Pollution and monsoon
clouds make the Perseids difficult to view
from India.

The showers peak when the Earth
passes through the most dense part of the
debris cloud. Peaks can last for a few
hours or several nights. They tend to be
most visible after midnight and before
dawn. The showers should be seen with
naked eyes; binoculars and telescopes
narrow the field of vision.

According to the International Meteor
Organisation, the Perseid Showers will be
followed in 2019 by the Orionids (be-
tween October 2 and November 7, peak-
ing around October 21-22), the Leonids
(from November 6-30, peaking around
November 16-17), the Geminids (from
December 4-17, peaking around
December 13-14), and the Ursids (from
December 17-26, peaking around
December 21-22).
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SIMPLY PUT

Two ways to look at GDP

The debate over the validity of India’s new growth estimates refuses to die. Its detractors point to the
disconnect between GDP and other macro indicators. But others caution against snap judgments.

UDIT MISRA
NEW DELHI,AUGUST 12

IN JANUARY 2015, India’s Central Statistics
Office (CSO) introduced a new series of
National Account Statistics. The new series
made several changes. In particular, it revised
the base year from 2004-05 to 2011-12. It
also employed a new methodology to esti-
mate India’s gross domestic product (GDP)
and used new data sets to arrive at the GDP.
However, even though the CSO’s changes
were in line with international norms of na-
tional income accounting, some academics
and researchers raised doubts about the new
GDP estimates.

Revising base years, improving method-
ologies and opting for better databases are
part of normal practice in national income
accounting. But the debate intensified when,
in 2018, the statistical establishment released
two back-series (that is, recalibrating the GDP
data for past years based on the new
methodology) that contradicted each other.

The first back-series, presented by the
National Statistical Commission (NSC) in July
2018, found that the average economic
growth between 2005-06 and 2011-12 was
8.6% instead of the 8.3% according to the old
series. The second back-series, calculated by
CSO and published in November 2018, found
this average to be just 7%. The statistical de-
bate quickly acquired a political colour be-
cause of the years concerned. Former
Finance Minister P Chidambaram called the
CSO back-series a “hatchet job”. The then
Finance Minister Arun Jaitley backed the new
way of GDP estimation as more reflective of
the ground realities.

Earlier this year, the accusation that the
new method overestimates GDP received a
boost after Arvind Subramanian, India’s Chief
Economic Adviser between 2014 and 2018,
argued that the new series overestimated GDP
growth by as much as 2.5 percentage points.
In other words, if last year’s GDP growth was
7% then, according to Subramanian, the actual
GDP growth would be only about 4.5%.

Those who say nay

In his paper, presented in June,
Subramanian presented a history of how he
looked at the new series since its introduc-
tion and always found its results “puzzling”.
Forinstance, as chart 1 (top left) shows, India’s
GDP growthrate between 2011 and 2016 ap-
pears out of sync with the fate of key macro-
economic indicators, such as investment, ex-
ports and creditetc.; thisis starkly in contrast
to how things were for a decade before the
new series with 2011-12 as the base year.
Also, as charts 2 and 3 show, this disconnect
between key macroeconomic indicators
post-2011 becomes even clearer when India’s
data are compared to the average of six
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emerging economies. India’s GDP declined
farless than the 6-country average despite its
macro-indicators being worse hit.
Subramanian argued higher GDP growth
between 2011 and 2016 is neither backed by
movement in key macro-indicators, nor by a
surge in productivity (otherwise corporate
profits would not have declined in this period),
nor by asurge in consumption (otherwise con-
sumer confidence and industrial capacity util-
isation would not have dipped sharply).
Lastly, Subramanian argued that the GDP
Deflator (level of inflation), used to subtract
from nominal GDP growth in order to arrive
at the “real” GDP growth rate, was consider-
ably less than the retail inflation (as meas-
ured by Consumer Price Index) in the 2011-

AN EXPERT EXPLAINS:

16 period. This essentially resulted in an over-
estimation of “real” GDP growth rate.

Those who say aye

N R Bhanumurthy, Professor at NIPFP and
the chair of the NSC sub-committee that pre-
sented the first back-series, is among those
who have countered some of Subramanian’s
fundamental assertions. For one, he has
shown that the nominal GDP growth rate,
which s the only observable variable, has not
changed under the old and new series (chart
4, top right). Secondly, there was no consoli-
dated CPI before 2011. As such, arguing that
the gap between CPI and GDP deflator was
low between 2002 and 2011, and wide be-
tween 2011 and 2016, is unfounded.

N R BHANUMURTHY

According to Bhanumurthy, if one applies
the Production Shift approach — wherein
new activities (that are added in the new se-
ries) are given progressively more weight (or
less weight) as one move ahead in time (or
moves back in time) — the two series do not
show any discordant breaks either for GDP
or for gross value added (charts 5 and 6).

In fact, given the wide differences be-
tween the two data methodologies and data
sets, Bhanumurthy characterises the whole
debate as an “apples to oranges” compari-
son. “You can predict the direction of GDP
growth using leading indicators such as car
sales, but you cannot ‘estimate’ GDP growth
rate for a year gone by on the basis of such
indicators,” he says.

Why lower fiscal deficit

THERE IS growing concern about the slow-
downinIndia’s economic growth. Last week,
RBI, the country’s central bank, cut repo rates
by 35 basis points — the sharpest cut in nine
years. UDIT MISRA talked to N R
BHANUMURTHY, Professor at National
Institute of Public Finance and Policy, to un-
derstand what is causing the slowdown and
what policy measures are needed.

What is the nature of India’s economic
slowdown?Is it cyclical or structural?

In any macro time series, there are two
components. One is the structural or the per-
manent component, which is largely deter-
mined in the long term by factors such as in-
stitutions, productivity, human capital etc.,
and the second is a cyclical or the temporary
component, which refers to short-term fluc-
tuations. You have to separate the twoand see
how they are behaving as well as how itis ex-

pected to move in future. If you can do this,
then the prescriptions required to address
them would be very clear and different.

My assessment is that in India at present
both the components seem to be in a slow-
down phase and the projection is that it will
slow down further.

Which are the key issues that bother you
most on the structural and cyclical
aspects in India’s slowdown?

Unfortunately, the realisation that the
economy is slowing down has come late.
Many of us have written that the slowdown
started much earlier. The second issue is, when
the slowdown s real, we should've gone fora
countercyclical measure, at least to address
the short-term fluctuation. But by not accept-
ing the slowdown, the fiscal policy followed
was pro-cyclical, which has only accentuated
the problem.

isn’'t always good news

You have two major policy instruments,
one is the fiscal policy, and the other is mon-
etary (interest rate) policy. Ina cyclical down-
turn, it is the fiscal policy that should have
been ahead, followed by the monetary policy.
What we have done is the opposite — to such
an extent that monetary policy appears to be
fighting alonely battle. I think that sequencing,
as well as the response to the slowdown by
the fiscal policy, is a serious cause for concern.

What would be your policy prescription
toincrease economic growth?

The first thing is to increase household sav-
ings. Given the declining deposit rates, the
banking system is actually recovering its losses
at the cost of household savings. The govern-
ment could have come up with savings instru-
ments (such asinfrastructure bonds). Insum,
the present macro policies could lead to dou-
ble whammy — fall in household savings and

increase in household leverage.

Second, we need to correcta structural pol-
icy misstep introduced by Finance Bill of 2018
that did away with targeting revenue deficit
and compromised on the public capital expen-
diture. This was the beginning of growth slow-
down as well as deterioration of the fiscal situ-
ation. Many are happy that the fiscal deficit is
coming down, but we don’t understand that it
squeezes the economy further when thereisa
cyclical slowdown. It was explained several
times that the FRBM Act is not an expenditure
compression mechanism; itis an expenditure
switching mechanism. I hope that the 15th
Finance Commission can correct this mistake.

But the low hanging fruit is to quickly re-
capitalisation of public sector banks (PSBs).
There could be resistance for this, because
PSBs are considered inefficient, but unlike pri-
vate banks, public sector banks have large so-
cial obligations.

How a project to link rivers has divided BJP-ruled Maharashtra, Gujarat

SANDEEP ASHAR
MUMBAI, AUGUST 12

Maharashtra has now announced that it
would develop the DPlink onits own, along
with four intrastate links. The DP link was
planned to augment water supply to

ONJULY 31, Maharashtra walked out of two
river interlinking projects with Gujarat, cit-
ing an impasse over the water-sharing
arrangement. The central government had
earlier identified these projects as priority
links. What led to the disagreement be-
tween the two BJP-ruled states?

The river-linking projects
Among the priority river interlinking proj-
ects were the Damanganga-Pinjal (DP) and
Par-Tapi-Narmada (PTN) links, involving
Maharashtra and Gujarat. The other priority
links were Ken-Betwa (UP and MP) and
Godavari-Cauvery (Andhra and Tamil Nadu).

Epﬂperu.nelsa. com

Mumbai; the other projects are expected to
benefit North Maharashtra and Marathwada.

The interstate interlink project was de-
signed to transfer water from surplus west-
flowing river basins to water-stressed dis-
tributaries of Godavari in Maharashtra, and
Tapi and Narmada in Gujarat. It was con-
ceived in 1980, but took until May 3, 2010
for an MoU to be executed between the
Centre and the states to examine techno-
economic viability, and prepare a detailed
project plan. A separate MoU was to be
signed for the execution of the project.

In September 2017, Maharashtra circu-
lated a draft MoU, which the Centre okayed.
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The area in Maharashtra, crisscrossed
by many small rivers, where the river-
linking projects have been planned

However, Gujarat is yet to consent to it.

The basins of the links

The DPlink proposes to tunnel unutilised
water from the Bhugad (in Gujarat’s Valsad
district) and Khargihill (in Maharashtra’s
Palghar district) reservoirs in the Daman-
ganga basin to Mumbai via the Pinjal river in
the Vaitarna basin. Estimated to cost Rs 2,800
crore, itinvolves the construction of two dams
— inValsad’s Kaprada and Palghar’s Jawahar
— and three gravity-based tunnel links.

The PTN link, estimated to cost Rs 10,211
crore, envisages transfer of surplus flows
from the west-flowing Par, Auranga, Ambika,
and Purna rivers between the Par and Tapi
basins to water-scarce regions in Saurashtra
and Kutch, and the Narmada, Chhota Udepur
and Panchmahal districts in South Gujarat.

The PTN link involves the construction of six
dams: one on the Jheri reservoir across the
Par in Nashik, two in Valsad’s Dharampur,
and three in Dang’s Ahwa.

Subsequently,on Maharashtra’s request,
the Centre included four intrastate links —
Nar-Par-Girna, Par-Godavari, Damanganga-
Godavari, and Damanganga-Vaitarna — to
transfer surplus flows from these rivers into
the Godavari and Girna basins to benefit
drought-prone Maharashtra regions.

The Centre agreed to fund 90% of the to-
tal project cost of the two interstate links.

The questions of politics

The issue was the compensation for the
water contributed from the Maharashtra
catchments for the PTN link. About 15.32
thousand million cubic (TMC) feet water
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THE EXTERNAL TEST

Delhi needs a strategy to face the challenges of increased
international attention on Kashmir

HE BACKING FROM Russia for Delhi’s decision to revoke special status for

Jammu & Kashmir is as sure an indication as any that Pakistan’s bid for a de-

bate in the United Nations Security Council will be unsuccessful. But

Islamabad’s efforts to internationalise the issue will continue in other ways,
including by stirring up Western allies, and Kashmiri and Pakistani diasporas in the US,
Europe, Britain and other western countries, as well as international human rights or-
ganisations. Pakistan Prime Minister Imran Khan was both hyperbolic and hypocritical
in his allegation of “ethnic cleansing” in Kashmir. After all, he has mutely watched China
send its Muslims citizens in the Xinjiang Autonomous Region to “re-education camps”
to de-Islamise them. But with every passing day that India keeps the people of the Valley
locked up and cut off from the outside world, the possibility of the issue being raised in
the UN Human Rights Council grows more real. Through the 1990s, Indian diplomacy’s
main preoccupation was to fend off the “K” word in multilateral statements and agree-
ments in organisations like the UN, Commonwealth, and Organisation of Islamic Co-op-
eration. It is well documented how hard the Narasimha Rao government had to fight at
the 1993 Vienna Human Rights Conference, and later at Geneva 1994 to fight back
Pakistan’s accusations of human rights violations in the Valley. At that time, the world
was not ready to believe in such a thing as “cross-border” militancy. It was only after the
nuclear tests and Kargil, and Kashmir’s own return to near normalcy in 2002 that the so-
called Kword began to fade from international discourse. But references to human rights
violations in Kashmir started coming up again after 2016 over the security forces’ use of
pellet guns to crush the new round of militancy.

The Ministry of External Affairs must be ready for the challenge of international atten-
tion on Kashmir, to explain the legal nitty gritty of its Constitution changing decisions, and
to argue again that this is “an internal matter”. Equally challenging will be the manage-
ment of the potential fallout on security, both from homegrown militancy in the Valley
and cross-border jihadists. Pakistan has taken the extreme step of expelling the Indian High
Commissioner in Islamabad, and suspension of the rail service from Lahore to Attari,
which is an indication of the pressure the Imran Khan government is under to demon-
strate that it has not abandoned Kashmir. For its own credibility, the Pakistan Army may
also feel compelled to take measures. Despite the pressure from the Financial Action Task
Force to dismantle support for jihadist groups, an increase in cross-border militancy is
likely, with attempts to pass it off as the work of al Qaeda or ISIS. The emerging situation
in Afghanistan, especially if the Taliban gain ascendency, giving Pakistan an upper hand
in the region, would only further complicate matters.

The government has yet to reveal how it plans to handle and implement on the ground
inJ&K what it has done with the stroke of a pen. The real tests will come when the restric-
tions on the Valley are removed.

RUPEE MATTERS

There is a need to step up efforts to shift
currency trading to onshore markets

VER THE PAST few years, there has been consternation, understandably so,

over the sharp rise in offshore rupee trading volumes. Data from the Bank

of International Settlements pegs daily offshore rupee trading at around

$16billionin 2016, almost equal to onshore trading. More recent data from
the Bank of England pegs offshore rupee trades at $23 billion in 2018. These large vol-
umes in the offshore market indicate greater investor interest in the rupee. But they also
raise troubling questions over the forces that “determine the rupee’s value”, and the abil-
ity of the central bank to ensure “currency stability”.

Typically, offshore markets allow participants to trade in a non-convertible currency.
These markets have evolved for currencies where restrictions are imposed in domestic
markets on foreign exchange convertibility. The constraints on foreign participation in
domestic currency markets stem from cumbersome documentation and KYC require-
ments, restrictions on products, inconvenient trading hours. These restrictions push in-
vestors to trading in offshore markets to hedge their currency risks. But with the volumes
in these markets growing, they have begun to play a critical role in “price discovery”, more
so during “periods of uncertainty”. The Task Force on Offshore Rupee Markets has pointed
to two instances — the taper tantrum in the 2013 and the 2018 emerging market crises
— when the offshore market was driving the onshore exchange rate. This, as the report
points out, “reduced the efficacy of foreign currency intervention by the central bank”.

The task force has made several recommendations to incentivise market participants to
shift to onshore markets, like extending onshore market hours, examining issues of taxa-
tion. Allowing market participants to take exposure upto $100 million, without having to
establish the existence of the underlying risk, is also a step in the right direction. This will en-
able foreign investors to hedge their currency risk and could incentivise greater participa-
tion in rupee denominated bonds. As the economy grows, it makes sense for regulators to
expand onshore currency markets, in a calibrated manner. The ability to hedge currency
risks is also likely to increase the rupee’s attractiveness for trade invoicing and portfolio di-
versification, creating conditions for a gradual internationalisation of the currency.

THE RS 100 SMILE

Vaiko is charging an impost from followers who want to be
photographed with him. Great idea, but isn’t price tag too low?

ARTY CADRES SEEKING to show off their proximity to MDMK chief Vaiko must

now micro-invest in his brand equity — the floor price for a selfie with him is

Rs 100. This imaginative initiative to monetise the leadership of the cash-

strapped party acknowledges a reality that politics generally pussyfoots around
— that campaign funds are not donated disinterestedly, but are in the nature of invest-
ments, either towards an idea or a business opportunity.

They are much more direct about these things in the US, where lobbying is a respected
profession. It is understood that when tobacco or gun lobbyists cross the ruling party’s
palm with silver, they are buying a share in the brand equity of POTUS, and will have a say,
though via many layers, in policymaking. Over here, electoral bonds depersonalise the is-
sue completely, leaving us with the hazy impression that they are instruments for some
higher but unspecified purpose. Of course, Vaiko has taken a nobler route in not seeking
funds for instrumentality, but for brand alignment between him and his followers.

But isn’t Vaiko’s floor price anachronistically low for our inflationary age? He might
consider working in surcharges for the use of a flash, for the right to share on social media,
the right to morph the image and so on — things that people assume are free, but should
not be. And he could diversify the bouquet of investment instruments, charging separately
to be seen smiling or waving at the camera, and extracting an arm and a leg to be shot hug-
ging the investor. He is not the first southern politician to use his person to bolster party
funds. Periyar used to charge his followers on behalf of the party to attend private functions.
He was lampooned for it. But obviously, in this too, he was ahead of his time.
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WORDLY WISE

Sonia Gandhi as interim Congress chief represents

desperation at best and abdication of politics at worst

IN A BATTLE BETWEEN FORCE AND AN IDEA, THE

LATTER ALWAYS PREVAILS.
— LUDWIG VON MISES

Ringing in the old

SUHAS PALSHIKAR

WHAT DOES A party do when it faces an ex-
istential crisis? It certainly does not wait two-
and-a-half months to resolve the leadership
issue. Having waited thatlong, it would rarely
latch on to an interim arrangement. And
above all, it won’t allow the interim solution
tolooklike a problem initself. But this is pre-
cisely what the Congress has done. Therefore,
its latest attempt to run away from the real
problem deserves an interim assessment.
Interim, because we do not know if the party
is going to rejuvenate, ideologically deterio-
rate in pursuit of power, or simply hang
around. Clearly, it is difficult to dissolve it —
indeed it was difficult enough in 1947 itself,
but much more so today. And as this writer
has argued just before the second resound-
ing defeat of the party (‘Dear Yogendra, I dis-
agree’,[E, May 22), more than any other time,
democratic politics requires a middle-of-road
democratic platform. But then, one surely
does not want a party that will trudge along
aimlessly and become a transit platform for
various elements awaiting rehabilitation
within the current ruling dispensation.

What exactly does the recourse to Sonia
Gandhi represent? True, Sonia led the party
through its worst crisis until the 1990s. She
weathered the storm then and presided over
the party whenit returned to power for a full
decade. It might be tempting for
Congresspersons, therefore, to imagine that
she is capable of putting the party back on
track. For the workers who have grown up
believing that the Gandhi family alone can
lead the party, this interim moment will be
one of some respite as if Sonia were supposed
to keep the chair warm for either Rahul or
Priyanka to take over. But beyond these naive
hopes and simplistic beliefs, for an outsider,
this move represents desperation at best and
abdication of politics at worst.

The desperation is related to the much
talked-about threat of fragmentation. With
a steady stream of party leaders joining the
BJP, the worst fears of unimaginative
Congresspersons would be that some lead-
ers may be tempted to form their own polit-
ical outfits as a better bargaining counter to
negotiate either with the parent party’s lead-
ership or purchase a handsome reward in-
side the BJP.Itis expected that if Rahul keeps
a low profile, Sonia can keep the flock to-
gether with her ability toinvoke a sentimen-
tal appeal and her style of not rubbing the so-

The present moment
requires two basic elements
for a robust response:
Leadership as an exemplar
and an untiringly sustained
engagement through local
networks of party workers.
Of course, these would have
to be woven with ideas that
the masses can relate to.
Interim arrangements by
their very nature are unable
to encompass these
considerations.

called party heavyweights the wrong way. It
is indeed possible that this interim arrange-
ment might dissuade some ambitious lead-
ers from forming new “Congress parties” as it
happened around the mid-Nineties.

Will that rejuvenate the Congress? More
thanits unity, whatis at stake is the ability of
the party to attract the voters and enthuse
workers on the ground. It is possible that at
least some voters may have voted for the BJP
simply because of the non-availability of a
strong, positive, nationalist alternative at the
all-India level. They will be hardly convinced
that this change makes the Congress such an
alternative. It would, in fact, convince them
further that they cannot expect much from
the Congress. Similarly, the second coming of
Sonia may only perform the basic function of
keeping a semblance of unity — albeit the
threat to desertion will always loom large.
Young entrants to politics will hardly be en-
couraged into throwing their lot with the
party if it is still to come out with any game-
plan. The interim arrangement smacks of to-
tal cluelessness as to why things happened
the way they did and how to respond to the
defeat. Thus, for young party workers and for
lay voters who do not have any particular
emotional connect with the family or the
party, the move would hardly have any polit-
ical purchase.

Sonia would be remembered for three
things. Symbolically, she will be remembered
for converting her political limitation into a
virtue when she stayed away from govern-
mental power. Two, by stoically avoiding to
craft a new party, she allowed the Congress
toremain a clumsy platform of unprincipled
accommodation. Three, having been an out-
sider to the pride and prestige of the older
Congress, she ensured that the Congress did
not shy away from making compromises for
purposes of coalition politics. While a future
historian will give her credit for these, the an-
alyst of the contemporary cannot but point
out that the virtues have run their course.

Instead, Sonia Gandhi’s return as party
president is likely to impede the real task of
party-building that the Congress has been
postponing since the 1980s. Rajiv Gandhi re-
minded the party of this when it was cele-
brating its centenary. Sonia could not do it
when she took over in the late Nineties. The
defeatin 2014 failed to provoke the party into
reviving itself. Rahul Gandhi’s resignation

gave the party adual opportunity. It could el-
evate him to the moral high ground by im-
mediately accepting his resignation for hav-
ing failed in the election and thus making him
a hero; it could also begin an audacious ex-
periment of choosing a new party president.
This would have been crucial (it still could be)
because it would be an experiment wherein
the party would be run by someone outside
the Gandhi family even while the family
members were active in the party. The party
could thus derive benefit of leadership of the
Gandhis and yet be managed by a non-
Gandhi. That would have signalled the ability
of the party to move toward a collective lead-
ership it has not seen for some time. It would
alsoinduce healthy factionalism characteris-
tic of a nation-wide pluralist party. It could
teach younger party workers the art of intra-
party democracy along with the discipline
that would be required to fight a dominant
party like BJP.

The interim arrangement further indi-
cates the inability of the party to both make
sense of the current moment of Indian poli-
tics and shape a political response to it. We
are currently passing through a peculiar mix
of the global trend of populism and the
homegrown tendency of majoritarian poli-
tics. This combination allows India to ignore
the economic downturn and live in animag-
ined era of glory and strength. It induces re-
placement of people’s material concerns by
the dangerous search for enemies. This mo-
ment is potent with a false sense of democra-
tisation, which in reality corrodes democracy.

The present moment requires two basic
elements for a robust response: Leadership
as an exemplar and an untiringly sustained
engagement through local networks of
party workers. Of course, these would have
to be woven with ideas that the masses can
relate to. Interim arrangements by their
very nature are unable to encompass these
considerations.

Or, isit that the Congress is aware of these
challenges, the need for a cohesive political
response and wants to avoid that responsi-
bility? Isit that the interim arrangement sug-
gests the party’s own sense of being tentative
— thatitlooks uponitself as an interim party?

The writer taught political science at
Savitribai Phule Pune University, Pune, and is
chief editor of Studies in Indian Politics

[ . ESSONS BY SHAMNAD BASHEER

How an affable, erudite professor influenced everyone around him

NANDINI KHAITAN

THE FIRST TIME I met Shamnad Basheer was
at a patent conference in Mumbai in 2007.
He was wearing a light-blue linen suit (al-
ways ahead of the curve, be it law or fashion),
looking more a GQ model than a professor
who had helped organise a first-of-its-kind
patent conference in India. There was also an
exhibition moot court to demonstrate patent
arguments. After realising we were up
against an IP genius, we did not feel bad
about the complete defeat at his hands, de-
spite the facts of the moot favouring our
team. [ was two years qualified and did not
expect to be ablip on his radar much less ex-
pect an email from him, explaining the ideal
arguments for both sides. When asked why
he had taken the trouble, his reply was — “be-
cause everyone has potential”.

It was this passion that ignited what I
think of as the “Law Spring” in the form of
Increasing Diversity by Increasing Access
(IDIA): A platform for making law an inclu-
sive field and a tool for empowerment by
training and funding students from under-
privileged backgrounds for a career in law.

I remember a discussion with him on
whether IDIA scholars should be mandated
to work with the communities they came
from. His view was an emphatic no. True em-
powerment, he said, comes from the free-

An important aspect of
IDIA is working with law
student volunteers to
support scholars in
navigating the competitive
law school environment.
‘When asked how IDIA runs
without engaging workers,
Basheer said, once people
feel invested (meeting,
befriending and working
alongside scholars would
usually help in this), the rest
will follow.

dom to make one’s own choices and not just
funding someone’s education. IDIA scholar
Karthika Annamalai is a fine example of this
belief. On completing law school, she got re-
cruited by a top law firm. In her words, she
has lived two lives: “One, of village girl who
grew up in a world of sadness and despera-
tion, devoid of hope, and the other, of an ed-
ucated and confident woman, who was
given an amazing opportunity to aspire.”
Basheer remained committed to this be-
lief, whether it was by intervening as an am-
icusin the Novartis case in the Supreme Court
for access to medicines, or as a crusader
protesting the compromise to privacy that
Aadhaar posed in his view. Post the Novartis
case, Basheer said he was happy with the op-
erative part of the order (declining the patent)
but sad that the order did not get the theory
of patent law quite right. Ever the professor!
Basheer had so many ideas on funding
and raising awareness that it was difficult to
keep pace at times: He would often quip that
itwas his feminine multi-tasker side. One re-
markable funding idea that he came up with
was to request counsels to donate one ap-
pearance fee, to start with. This became an ef-
fective way for the Bar to open up to the idea
of supporting IDIA. This is a good example of
small beginnings going a long way as we

rarely had a refusal for this request thereafter.

An important aspect of IDIA is working
with law student volunteers to support
scholars in navigating the competitive law
school environment. When asked how IDIA
runs without engaging workers, Basheer
said, once people feel invested (meeting, be-
friending and working alongside scholars
would usually help in this), the rest will fol-
low. During my teaching stint, I saw this work
first-hand with volunteers and IDIA schol-
ars: Everyone believed in the larger cause,
and that motivated them.

Last week, when Basheer did not respond
to an email I sent, [ assumed he was unwell
again. [ was also worrying about how IDIA
would function without him. The worry now
seems prophetic. On hearing of his passing,
I spoke to Justice Ruma Pal, who said, “Don’t
despair, the legacy will carry on.” The fact
that his friends (there are plenty of them) are
reaching out to reaffirm their commitment
while tipping a glass or two (as he would
have) in his honour, is testament to how
many lives he touched.

If the purpose of life is to do good, he did
great.

The writer is a partner with
Khaitan & Co LLP, Kolkata

L e e
s e F ey

ik
T

gLFM x.
B [
=LA Lot b EESR
f gt drm T b bl o il :\Er.’.',",“u
b o e, T N

el

| * .- F :-'_ = .:'-_ ——

| Al Wt = |
. L - o —iqr i

| == - ?l W i T, Salil

F i i e SO

i e

2o '\-I.-' —

Auagust 13,1979, FOrTY YEARS AGO

ENGINEERS DESERT 1A
ALREADY UNDER SEVERE public attack forits
questionable safety record and endemic flight
delays, Indian Airlines now finds its engineers
deserting by the dozen, lured away by the
higher salaries of foreign airlines. Its interna-
tional counterpart, Air India, faces a similar
engineer drain. While 56 engineers of Indian
Airlines have retired over the past two years,
another 22 have resigned, mainly to take up
lucrative jobs with foreign airlines. In the
same period, 76 aircraft technicians have also
resigned. Some left for personal reasons but
the majority have been snapped up by other
airlines. This leaves the airlines short of 117
engineers and 300 technicians.

JANATA POLL PREP

ATAL BIHARI VAJPAYEE called upon the
Janata Party to prepare itself for the mid-
term poll, which seems inevitable. The
Janata Party leader, addressing a media con-
ference in Lucknow, said that nobody
wanted the mid-term elections, yet the
events were leading to a situation in which
the poll was inescapable. The mid-term poll
might be held in February, he felt. He said
the Janata Party should utilise this short pe-
riod for building up its organisation.
Vajpayee said that it was clear that the
Charan Singh government depended on
Indira Gandhi and her will. The Janata
leader described the whole political scene

as nauseating in which the politicians had
become “the laughing stocks”.

FLOOD DEATHS

AT LEAST 1,000 people are feared to have
died in the flash floods which engulfed
Morvi, an industrial township in Rajkot dis-
trictin Saurashtra, following breaches in the
Macchu dam according to official sources.
Reports from our Rajkot correspondent and
from other nearby centres unofficially put
the death toll at around 5,000. Following
huge breaches in the Macchu dam due to tor-
rential rains, the floods engulfed Morvi town-
ship, which s 65 kilometres from Rajkot, cut-
ting it off by rail and road.
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The economy devil we don’t know

There is a fundamental problem of demand today — something India has not encountered
before. At the core of it is incomes that aren’t rising enough

INDIATRADITIONALLY NEVER had ademand
problem. On the contrary, its economy was al-
ways supply-constrained.

Proof of no demand paucity is that be-
tween 2000-01 and 2015-16, domestic con-
sumption of both finished steel and cement
roughly trebled, from 26.3 million tonnes (mt)
and 92 mt, to 81.5 mtand 269 mt, respectively.
During the same period, annual sales of pas-
senger vehicles quadrupled (from 6.9 lakh to
2791akh), while growing 4.5 times in the case
of two-wheelers (from 36.3 lakh to 164.6 lakh)
and five times for commercial vehicles (from
1.41akh to 6.9 lakh). Also, the total air passen-
gers flown jumped nearly 10 times (from 14
million to 135 million) and the number of tele-
phone connections 30-fold (from 36.3 million
to 1059.3 million).

Supply not keeping up with demand —re-
call those long waiting periods for telephones,
LPG connections and Bajaj Chetak scooters —
was also manifested ininflation. Annual retail
food inflation during the Nineties, and even
the 10 years from 2006-07 to 2015-16, aver-
aged 9.8 per cent. Not surprisingly, “supply
management” measures — be it stocking lim-
its under the Essential Commodities Act, ex-
portbans, zero-duty imports or selective credit
control to restrict bank finance against cere-
als, pulses, sugar, oilseeds and raw cotton —
were par for the course.

All this has changed in the last three years
or less. The certainty that producers once en-
joyed — of finding buyers for their wares with-
out doing much beyond minor price adjust-
ments to bring supply and demand into
equilibrium — has ceased to exist.

This hasn’t been an overnight phenome-
non. It started with agriculture from around
mid-2014, when global agri-commodity
prices crashed, leading to a collapse in export
demand for Indian farm produce and simulta-
neously increasing vulnerability to imports.
But the real deluge has happened in the last
three years, especially after demonetisation.
Consumer food inflation has, for 34 months
running, from September 2016 to June 2019,
ruled below general retail inflation and aver-
aged a mere 1.3 per cent year-on-year.

While such a prolonged near-deflationary
phase in farm prices is unprecedented, the
other sector to have experienced a similar ex-
tended slump is real estate. According to the
property consultancy firm Knight Frank, be-
tween 2013 and 2017, the number of new res-
idential launches in India’s top eight cities
plunged from 4,20,105 to 1,03,570 units, with
sales, too, dipping from 3,29,238 to 2,28,072
units. 2018 saw a mild recovery, but it marked
the fourth year of growth in residential house
prices trailing overall consumer inflation, with
the gap progressively widening since mid-
2016.As on June 2019, the unsold housing in-
ventory of 4,50,263 units in these cities was
still equivalent to 9.3 quarters of sale. Like agri-
culture, real estate transactions are signifi-
cantly cash-based. Small wonder, this indus-
try’'s woes have also intensified post
demonetisation.

But demonetisation and goods and serv-
ices tax (GST) were events of late-2016 and
2017. Their effects shouldn’t plausibly have
lasted beyond, say, March 2018, when the to-
tal currency in circulation had reverted to pre-
demonetisation levels. India Inc had, indeed,

welcomed demonetisation and GST, claiming
that the temporary economic dislocations
caused notwithstanding, these would help
create a “level-playing field” vis-a-vis unor-
ganised sector players who were avoiding
taxes by doing business largely in cash.

Whatisinteresting, though, is that the de-
mand slowdown has spread to more indus-
tries in the last one year. Thus, sales of passen-
ger vehicles have fallen year-on-year in every
month between July 2018 and June 2019, bar-
ring October. The same goes for two-wheel-
ers since December 2018. Hindustan Unilever,
a bellweather for India’s fast-moving con-
sumer goods sector, has posted a drop in an-
nual sales volume growth from 12 per centin
April-June 2018 to 7 per cent in January-March
2019 and 5 per cent in April-June 2019.

The reasons for such all-round demand de-
celeration, when the worst of demonetisation
and GST are behind us, are hard to fathom. The
most common explanation ascribes it to the
liquidity squeeze experienced by non-bank-
ing financial companies (NBFCs), following the
serial defaults on debt obligations by
Infrastructure Leasing & Financial Services Ltd
last September. Now, it’s true that NBFCs were
accounting for over a third of the incremental
credit in the system, with their retail loans
(mainly for vehicle, consumer durables and
home purchases)alone rising by 46.2 per cent
during 2017-18 on top of 21.6 per cent the pre-
vious year. To the extent that their funds via
bank borrowings and issuing of non-convert-
ible debentures or commercial paper have
dried up, it has had an obvious ripple effect on
the economy.

The argument, however, misses the point.
NBFC credit expansion from 2014-15 was pri-
marily fuelled by non-performing assets-
laden public sector banks cutting back on their
lending. The big credit explosion, moreover,
took place only after and because of demoneti-
sation, which resulted in a flood of liquidity
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The certainty that producers
once enjoyed — of finding
buyers for their wares
without doing much beyond
minor price adjustments to
bring supply and demand
into equilibrium — has
ceased to exist. This hasn’t
been an overnight
phenomenon. It started with
agriculture from around
mid-2014, when global agri-
commodity prices crashed,
leading to a collapse in
export demand for Indian
farm produce and
simultaneously increasing
vulnerability to imports. But
the real deluge has happened
in the last three years,
especially after
demonetisation.
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CR Sasikumar

with banks and mutual funds. This excess cash
they then lent to NFBCs, either directly or
through market-based instruments that al-
lowed Indiabulls and lesser firms to get
money almost as cheaply as HDFC. The party
couldn’t have gone on. The NBFC credit freeze
has, no doubt, affected sectors such as real es-
tate, construction and automobiles. But how
does one explain a third consecutive quarter
of slowdown for even FMCG, as per the mar-
ket research firm, Nielsen? And real estate’s
troubles, we know, preceded the current
NBFC crisis.

The diagnosis is clear: There is a funda-
mental problem of demand today — a devil
India has never encountered before. At the
core of itisincomes that aren’t rising enough.
Not only have household savings come down
— from 22.5 per cent to 17.2 per cent of GDP
between 2012-12 and 2017-18, estimates
Kotak Institutional Equities — but consump-
tion is also feeling the pinch now. When jobs
and incomes are under strain, how much can
loan-pushing by NBFCs help? A two-wheeler
loan has to ultimately be paid from one’s
salary or wages.

The question well worth asking is how
much of this income and demand stress is ac-
tually an outcome of demonetisation and
GST? The informal sector, to quote TN Ninan
(Seminar,January 2018), was some kind of an
“employment sink” and “shock absorber” for
the Indian economy. It also provided the un-
derlying demand support for goods and serv-
ices that were bought, stocked and distributed
through vast decentralised networks.

The country’s formal economy may well
be growing by 7-8 per cent today, which the
official GDP data is, perhaps, rightly captur-
ing. But if the informal un-measurable part
has been contracting by 20-25 per centayear,
the effects on demand need no elaboration.

harish.damodaran@expressindia.com

Demolishing a wall, uniting a people

With removal of special status, Kashmir has finally become one with India

AXHILESH MISHRA

SYAMA PRASAD MOOKERJEE, founder of the
Bharatiya Jana Sangh, gave up his life fighting
against Article 370. Atal Bihari Vajpayee, then
a feisty young leader, while speaking in the
Lok Sabhain 1968, correctly predicted the dis-
astrous consequences of keeping this divisive
provisionin the Constitution. Narendra Modi,
then ayoung party activist, organised a series
of publicevents in the 1990s, the most famous
among them the Tiranga Yatra of 1993, each
dedicated to the mission of fully integrating
the region of Jammu and Kashmir. Sushma
Swaraj’s last public message, now etched in
eternity, was one of thanking Prime Minister
Modi for fulfilling a long-cherished dream in
her lifetime. BJP is now, for the first time in its
existence, close to a working majority in the
Rajya Sabha. And the first major decision taken
by PM Modi when this milestone was
achieved, was to abrogate Article 370.

There is an inherent romanticism in the
dedication of generations of political work-
ers and leaders to the cause of nation build-
ing. As history has shown, it is the unwaver-
ing commitment of such romantics that
changes the course of history.

To understand why Article 370 has been
such a bone of contention for generations of
nation builders, one has to understand the
impact of this provision. The physical terri-
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tory of Jammu and Kashmir merged with
India in 1947. But what Article 370 ensured
was that the people were, almost by design,
prevented from integrating with the life-
blood of the national mainstream. The state
was physically located next to two Indian
states, but for all practical purposes it could
have been located in another continent.
Nations bond and unite over time due to the
unhindered flow of people, trade, ideas, cus-
toms, food, festivals, culture and attire. This
melting pot of building the modern Indian
Republic went exactly as per the script the
founding fathers envisioned. The fissiparous
tendencies that some regions in the south or
the northeast experienced during the early
decades of Independence have all but van-
ished. The only region that has stood as an
exception to this unifying impulse is the one
which was deliberately kept away by the
machinations of Jawaharlal Nehru and
Sheikh Abdullah.

For 70 years, the people in Kashmir and
other parts of the country simply did not get
to know each other. The consequences of this
reality manifested in a rather unexpected
way in the winter of 2005. The region of
Kashmir had just been ravaged by a devas-
tating earthquake. While the Indian state re-
sponded with all the resources at its com-

mand, the response from the people and civil
society was rather lukewarm. This was sur-
prising given that people from all across the
country had mobilised in large numbers,
only recently, to help the suffering people in
the wake of tsunami of 2004. Many were be-
wildered at this phenomenon and indeed
this question was asked in many articles.
Why was it that people living in Uttar
Pradesh or Punjab felt more empathetic to-
wards people living far down to the south
than to their more immediate neighbour to
the north? Adding to the puzzle was another
dimension —what was it about Kashmir that
the same people who were willing to go to
war for the land did not display the same em-
pathy when it came to helping the people
during the time of a natural disaster?

One need look no further than the gener-
ational impact of Article 370. It simply did not
allow the people to people bond, to build and
flourish. For the people living in other parts
of the country, they had no lived experience
of knowing and growing up with a Kashmiri
as a neighbour or a friend or a colleague. The
process of being emotionally vested in each
other simply did not take place. For the peo-
ple of Kashmir, their primary exposure to
India was not the Indian people but the or-
gans of the Indian state. It was natural, then,

that the gulf would only widen over the years.

Article 370 was supposed to give special
status to the region of Kashmir. In reality,
what it delivered was just a piece of land. The
instrument conceived by Nehru was more
devastating in its consequences than the
Berlin Wall. The physical presence of that
wall struck out inits obscenity each day. The
wall of Article 370 was like the “invisible
Berlin Wall”, only more tyrannical and dia-
bolical in its impact. What Narendra Modi
has done by tearing down the Article 370
wall, 30 years after the fall of Berlin Wall, is
that for the first time in independent India a
signal has been sent that the Indian national
project in Kashmir is about the people and
not just the land.

The land was physically with India any-
way, with or without Article 370. With the
obliteration of the divisive instrument, the
people have also now finally become one.
Amit Shah, the man who piloted the move
in Parliament and Narendra Modi will go
down in history as the two who broke the
shackles of 70 years of failed policy and
brought about a new dawn.

The writer is CEO, Bluekraft Digital
Foundation and was earlier director
(content) MyGov
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WHAT THE OTHERS SAY

“Here is a semi-autonomous state (Jammu & Kashmir), part of a federal union
protected by a constitution, which has seen its democratic freedoms abruptly
abolished by executive decree. This was a very Indian coup, but one with a

global context.”

THE GUARDIAN

Exorcising
Curzon’s ghost

By reorganising Kashmir’s political status, Modi
government is addressing a colonial mess

RRENIN MANDALA
BY C RAJA MOHAN

AS INDIA AND Pakistan lurch towards a
new phase in their extended conflict over
Kashmir, it is easy to miss the larger con-
text of the Subcontinent’s troubled fron-
tiers. More than a century ago, Lord
Curzon, spoke on the problem of con-
structing stable frontiers among the
emerging European nations as well be-
tween their expanding empires in the
Americas, Africa and Asia.

Curzon’s 1907 Romanes Lecture at
Oxford University continues to offer fresh
insights into the Subcontinent’s contem-
porary frontier problems. Curzon said
managing frontiers is the most important
task for any leader. For stable frontiers are
a precondition for national development.
“Frontiers are indeed the razor’s edge on
which hang suspended the modernissues
of war or peace, of life or death to nations”.
Curzon was convinced the problem of fron-
tiers will never disappear from world pol-
itics, but can be managed through political
accommodation and scientific demarca-
tion of boundaries.

Since Curzon, frontiers continued to
change in Europe — through 1919, 1945,
1991 and most recently in 2011 between
Russia and Ukraine. Britain is struggling to
wrap up the Brexit negotiations with the
European Union over the so-called “Irish
Backstop”. It is about the nature of the bor-
der between Britain and Republic of
Ireland as the former walks out of the EU
and the latter stays in. The biggest politi-
calissue in North America is about Trump’s
effort to build a Great Wall on the border
with Mexico.

In Africa and Asia, there are countless
territorial conflicts. The Indo-Tibetan fron-
tier opened up by Curzon remains a con-
tested boundary dispute between India
and China. More broadly, the buffers and
protectorates constructed by the Raj to
limit conflict with Russia are now zones of
political contestation between India and a
rising China.

The Durand Line drawn between India
and Afghanistanin 1893, a few years before
Curzon arrived in India, remains disputed
between Kabul and Islamabad. Even the
Taliban, nurtured by Pakistan as an instru-
ment to gain influence in Afghanistan, does
not accept the Durand Line.

The North West Frontier Province (now
called Khyber Pakhtunkhwa), that Curzon
created out of the Pashtun lands in 1901,
has seen endless conflict for the last four
decades and hopes for a different future re-
main dim. Many other peripheries of the
Raj, from Balochistan in the west to
Xinjiang and Kashmir in the north to Tibet
and the eastern Himalayan regions be-
tween India, upper Burma and China are
all in turmoil of varying degrees.

Part of the problem lies in the nature of
the frontiers that the Subcontinent inher-
ited from the Raj. The land borders of India
were not defined by a single line; but by
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what Curzon identifies as the three-fold
frontier. There was the “administrative
frontier” that marked out regions that the
Raj governed to the fullest extent. Beyond
that was the “frontier of active defence” like
the Durand Line and a third was the “strate-
gic frontier” consisting of the outer bound-
aries of protectorates over which the Raj
exercised a measure of control.

While the British Raj, Czarist Russia and
Qing China found ways to live with ambi-
guities in remote corners of the empire, the
new nationalist regimes that succeeded
them have had much more difficulty. The
Partition of the Subcontinent, based on re-
ligious considerations, added an explosive
dimension to an already complex inheri-
tance. The successor states to the empires
laid formal claims to tracts of territory that
had an ambivalent status, but have strug-
gled to realise them.

India’s recent decision to revoke the
special status of Kashmir is about the unfin-
ished task of extending effective territorial
sovereignty over lands it has claimed.
Maoist China was quicker and more deci-
sive than India in trying cleaning out the
ambiguities on its frontiers. As trouble in
Xinjiang, Tibet and Hong Kong shows, suc-
cess has eluded one of the hardest states
that the modern world has known.

Pakistan has struggled to find stability
on its western border lands — where the
Baloch and the Pashtun continue to chal-
lenge its claims. The Indian state, with its
political hand-wringing and policy incre-
mentalism, has been a little more effective
than Pakistan. But it continues to encounter
significant challenges.

China reacted furiously when Delhi in
1975 ended Sikkim'’s protectorate status and
integrated it with India. It took nearly three
decades for China to accept the new reality.
Beijing continues to claim the entire state
of Arunachal Pradesh. But the arguments
with China are now mostly political. After
instigating trouble in each other’s territory
for a period, Delhi and Beijing are now com-
mitted to managing the dispute peacefully,
while expanding the broader relationship.
Thereis frequent spike in military tensions,
but there has been no shooting war.

India has had greater success with
Bangladesh. Early on in his first term, Prime
Minister Narendra Modi seized the oppor-
tunities to settle the disputes with Dhaka
on the land and maritime boundary inher-
ited from the Partition. But unlike Dhaka
and Beijing, Rawalpindi is not really pre-
pared for a peaceful resolution. Repeated
efforts by Indira Gandhi (1972), Atal Bihari
Vajpayee (1999), and Manmohan Singh
(2005-07) ended in failure. The inherent
difficulty of negotiation has been com-
pounded by Pakistan’s use of terrorism and
Kashmir’s ambiguous political status
within the Indian Union.

In confronting Pakistan’s terrorism and
reorganising the political status of Kashmir,
the Modi government has set a new policy
template. The key toits success lies in find-
ing early political reconciliation within
Kashmir and persuading the Pakistan army
that its interests are better served by sta-
ble, peaceful and alegitimate frontier with
India. It could be a long haul, but the jour-
ney has begun.

The writer is director, Institute of South
Asian Studies, National University of
Singapore and a contributing editor on
international affairs for The Indian Express

CADRE, NOT LEADER

THIS REFERS TO the editorial, ‘The
rewind’ (IE, August 12). India now has
highest unemployment in the last 30
years. Rural wages have been stagnant.
Health and education are being priva-
tised. Yet, Congress members are miss-
ing as an opposition force, both on the
street and in legislative assemblies. The
Congress raised only one matter
strongly in this session of Parliament —
the defections of its MLAs in Karnataka,
which affects the party, not people. The
crisis in the Congressis about the cadre,
while Congressmen keep focusing on
the leadership.

Suchak D Patel, Ahmedabad

NO EXCEPTIONS

THIS REFERS TO the article, ‘Along night
in the Valley’ (IE, August 12). Not going
into complicated issues such as the
Constitution or Article 370, the simple
fact is that for a woman in the erstwhile
state of Jammu and Kashmir marrying a
“non-state” man meant losing herrights.
Wasn't that legalised misogyny? Should
the double standards have continued?
Isha shukla, Lucknow

WE AND |

THIS REFERS TO the editorial, ‘They is a
problem’ (IE, August 10).It’s not just the
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e-mailed to
editpage@expressindia.com
or sent to The Indian
Express, B-1/B, Sector 10,
Noida-UP 201301.
Letter writers should
mention their postal
address and phone number.

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

powerful who amuse themselves by the
use of a collective pronoun. Among
Dalit-Bahujans, where the notion of
“personal” is absent, human bonds are
given expression in terms of “we”. This
is simply because individual existence
has culturally been subsumed in the col-
lective. This is reflected in language.

G Javaid Rasool, via email




Crisis as opportunity

The Nehru-Gandhi dynasty must withdraw
without leaving a vacuum in the Congress

onia Gandhi’s return as the Congress party presi-
S dent — an interim measure, apparently — ends the

leadership vacuum since the party’s massive de-
feat in the 17th Lok Sabha election, but only superficial-
ly. When Rahul Gandhi succeeded her in 2017, Ms.
Gandhi had held the post for 19 years, the longest te-
nure for anyone in the party’s 134-year history. Despite
a spirited poll campaign, Mr. Gandhi could not reverse
the fortunes of the party that had already been in a free-
fall. In what some of his party leaders thought was an
impetuous decision, he resigned as the party president,
after the Lok Sabha defeat, pushing the organisation in-
to a tailspin. While the collapse of the party was on his
watch, its vitals had been corroded in the years before
he took over. While holding that post for nearly two de-
cades was unwise, the cardinal failure of Ms. Gandhi’s
leadership was in not preparing the ground for a transi-
tion, even if it were to be within the family. Mr. Gandhi
who was to take over as party president, did not join
the government, undermining his credibility as a Prime
Ministerial aspirant. While Ms. Gandhi allowed politics
to be reduced to intrigues in her durbar, Mr. Gandhi
spent his time on misjudged priorities such as revamp-
ing the student and youth wings of the party.

In her second coming as party chief, Ms. Gandhi
must use her authority to not only pave the way for a
smooth transition of leadership but also ensure that the
role of the family in the party is reimagined. It is true
that in the absence of any coherent unifying thought —
as evidenced in the squabble among its leaders over the
Centre’s decision to unilaterally change the constitu-
tional status of J&K — the family has been the glue that
held the Congress together. However, what used to be
the best solution for all crises in the Congress — the sur-
name — is itself a crisis for the party, in the current polit-
ical climate. The focused attack on the Nehru-Gandhi
legacy by the advancing Hindutva troops has contribut-
ed to the diminishing influence of the family, but the
fact is also that an increasing number of people abhor
dynasty politics and the privileges associated with it.
Ms. Gandhi has an opportunity, nay a responsibility, to
proactively help the old guard and the younger genera-
tion within the Congress to reconcile their differences
and devise a common purpose of existence. At the
helm of the party yet again, Ms. Gandhi must now focus
on ending the centrality of the family in Congress, in a
thoughtful manner.

Strongman candidate

Gotabaya nomination may strengthen view
that Rajapaksas are pursuing family interests

n naming his brother Gotabaya Rajapaksa as his par-
Ity’s presidential candidate, former Sri Lankan presi-

dent Mahinda Rajapaksa has apparently gone by his
instinctive understanding that the people may favour a
strong leader who prioritises internal security. Mr. Go-
tabaya, a former defence secretary credited with being
the brain behind the crushing military defeat inflicted
on the Liberation Tigers in 20009, is the candidate of the
Sri Lanka Podujana Peramuna (SLPP). The party was
launched in 2016 by Mahinda Rajapaksa loyalists, but
he has taken over its leadership only now. Sri Lanka is
set to have a presidential election before the year is out,
one that would be a virtual referendum on the perfor-
mance of a power-sharing arrangement between politi-
cal rivals from the Sri Lanka Freedom Party (SLFP) and
the United National Party (UNP). The alliance of Maith-
ripala Sirisena and Ranil Wickremesinghe came to pow-
er in 2015 on the promise of ‘good governance’, and a
democratic departure from nearly a decade of authori-
tarian rule, majoritarian triumphalism and denudation
of democratic institutions under Mr. Mahinda Rajapak-
sa. The Sirisena-Wickremesinghe combination does not
seem to have done enough to revive the economy or in-
troduce political and economic reforms. Their alliance
collapsed last year due to persistent differences, and in
October 2018, Mr. Sirisena sought to replace Mr. Wick-
remesinghe with Mr. Rajapaksa. The courts stalled the
move and restored the UNP leader’s office. Earlier this
year, the Easter Sunday bomb blasts in churches and
hotels, may have brought back popular apprehensions
about national security and accentuated differences in
the multi-ethnic country. In this backdrop, the candida-
ture of Mr. Gotabaya Rajapaksa is no surprise.

However, Mr. Gotabaya’s presence in the fray comes
with its own controversies. His strongman image
evokes fear among minorities. His name is linked with
war crimes, murder, corruption cases as well as with
the infamous ‘white van abductions’ that led to many
disappearances. That he holds dual citizenship is

An abrogation of democratic principles

The Kashmir move affects the robust nature of Indian democracy in addressing internal conflicts and alienation

NAVNITA CHADHA BEHERA

he recent abrogation of Arti-
Tcle 370 ending the special

status of Jammu & Kashmir
(J&K) in the Indian Constitution
along with the Jammu and Kash-
mir Reorganisation Bill, 2019, bi-
furcating the State into two Union
Territories (J&K and Ladakh),
have delivered a knock-out blow to
the long-drawn-out peace process
in Kashmir.

These moves also herald a para-
digm shift in the fundamental pre-
mises and parameters of India’s
approach towards the Kashmir is-
sue, with long-term implications
for its political strategy of tackling
such internal conflicts. There are
three cardinal principles which
successive political regimes have
hitherto followed in addressing in-
ternal conflicts and seeking politi-
cal reconciliation with alienated
segments of the populace. These
in turn have bolstered the robust
and resilient nature of Indian de-
mocracy. The future, however, ap-
pears much more uncertain. Here
is why.

Accommodative parameters
The first principle entails adhering
to the letter and spirit of the Indian
Constitution. Its far-sighted and
malleable nature has stood the test
of time. Since 1947, India has faced
a wide-ranging nature of political
demands ranging from secession,
to the creation of a separate State
for Jammu, Union Territory status
for Ladakh and others seeking af-
firmative discrimination for the
Dogri language, Scheduled Tribe
status for Gujjars and Paharis and
SO on.

In response, the central leader-
ship has tried finding ways and
means within the overarching pa-
rameters of the Indian Constitu-

tion and have rarely been disap-
pointed. In view of the difficult
circumstances under which the
Dogra Maharaja Hari Singh had ac-
ceded to India, Article 370 itself of-
fered an excellent example as to
how the special needs and politi-
cal aspirations of the people of J&K
could be politically and constitu-
tionally accommodated by India’s
Constitution makers.

Decades later, when Ladakhi
Buddhists launched an agitation in
1989, demanding Union Territory
status, the Indian Constitution
once again made space for politi-
cal experimentation by introduc-
ing intermediate state structures —
the creation of two autonomous
hill councils for Leh and Kargil.

Weakening federalism

Against this backdrop, it is for the
first time in independent India’s
history that the Bharatiya Janata
Party government has used consti-
tutional provisions for opposite
ends: to undermine and weaken
India’s federal character by down-
grading a State and territorially di-
viding it into two Union Territories
without the consent of the people
of J&K.

The method adopted to execute
this decision is of special concern
because by equating or replacing
the Constituent Assembly of J&K
(which was dissolved in 1957) with
the Legislative Assembly of J&K,
and Parliament appropriating the
latter’s powers since the State is
under President’s rule, the Central
government has acted unilaterally
to reorganise the State of J&K.

This rests not only on legally
shaky ground but also flies in the
face of constitutional norms and
propriety. If this passes judicial
scrutiny, it can then be done to
any State in India, with drastic im-
plications for its federal character.

The second principle pertains
to the maxim of ‘inclusivity’, that
is, a political demand being made
must be inclusive in terms of re-
presenting the interests of all
those in whose name it is made.
This supported bridge building
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and coalition-making among diffe-
rent communities certainly helped
in shaping the peace process, in
turn bolstering India’s deeply di-
verse and plural character.

In J&K’s context too, it has also
proven to be a critical common
factor helping to explain the fai-
lures and successes of various pol-
itical demands. The Kashmiri idea
of self-determination in a multi-
ethnic, multi-religious and multi-
lingual society, for instance, was to
call for a plebiscite as mandated by
the UN resolutions of 1949 or seek
an independent and sovereign
State of J&K, but this was not the
approach taken by other commun-
ities such as the Dogras, Kashmiri
Pandits, Gujjars, Bakkarwals, and
Ladakhi Buddhists. In the 1950s,
as indeed in the 1990s, the de-
mand by Kashmiri Muslims for a
right to self-determination or aza-
di was politically checkmated by
these communities as their politi-
cal choices were very different;
time and again, an exclusively Val-
ley-focussed  approach  has
doomed the prospects of the
peace process.

Demographic impact

The BJP government’s move has,
however, not only completely
swung the pendulum but is also
antithetical to the very idea of in-
clusivity. By turning J&K, especial-
ly the Valley, into a virtually open
air prison, with a full clampdown
and information blackout, the
message is clear: that New Delhi
alone will decide the political fu-
ture of the people of J&K with no

room for any consultative process
and no space for dissent.

The decision to divide the State
is particularly fraught with the risk
of deepening regional and com-
munal fault lines. While Ladakhi
Buddhists, for instance, are now
celebrating the fulfilment of their
long pending demand for Union
Territory’s status, the voices of
Kargilis who are still under a strict
curfew are yet to be heard. They
may not support this decision be-
cause ‘a Union Territory without a
legislature’ not only negates the
idea of decentralisation of power
to the grassroots (the undergirding
principle of the autonomous hill
council) but could well lead to a
shifting of the loci of power to Leh,
resulting in losing whatever gains
they have assiduously made over
the years.

The celebrations by Kashmiri
Pandits are anticipated because of
the gross injustice and displace-
ment they have suffered since
their forced exodus from the Val-
ley in the early 1990s. It remains to
be seen whether the abrogation of
Article 370 by itself, would facili-
tate their return to the Valley with-
out the support of local Kashmiri
Muslims and rising violence.

Instead of making all communi-
ties equal stakeholders in the
peace process, the BJP govern-
ment’s decision may well end up
pitching one community against
the other. A deepening of societal
fissures and communal fault lines
do not go hand in hand with the
agenda of peace-making.

The third principle refers to a
promise and the practices of hold-
ing a dialogue process and sharing
political power with opponents of
all hues. In Kashmir, successive
Central governments have until
now never shut the door of dia-
logue in the face of political oppo-
nents who have ranged from the
Sheikh Abdullah-led Plebiscite
Front in the 1960s to the Muslim
United Front in the 1980s to the
Hurriyat leadership since the
1990s. This also holds true for mil-
itant groups.

Countering the Right’s hegemony

In a fightback, only a deep fostering of intra-subaltern solidarity using culture can help

AJAY GUDAVARTHY

the Hindu Right as not just a

political but also a cultural
force like never before. The has
been made possible by a series of
tactical moves which has allowed
for a consolidation of power with
the traditional castes and classes.

The Right has managed to do
this by exploiting and magnifying
micro-level social conflicts that lie
dormant in order to create a meta-
level hierarchy and reinforce the
hold of traditional power. It has
led to a weakening of the resis-
tance of lower end social groups
by fragmenting them and allowing
intra-caste, intra-religious and in-
tra-regional differences to articu-
late themselves in order to de-legi-
timise the resistance and mobility
of vulnerable social groups that
have so far benefited and accrued
some social power. The Right ne-
gates the power of such groups in
the name of justice and power to
those even weaker and further
neglected.

In terms of caste, it is now well
known that the Right has made sig-
nificant advances in terms of

India has witnessed the rise of

breaking up Dalit sub-castes and
fully exploiting intra-sub caste ten-
sions and mutual prejudices.

Everyday prejudices
Similarly, it is making advances in
mobilising lesser mobilised Other
Backward Classes (OBC) groups
against dominant OBC groups
such as Yadavs and Kurmis. It is
further sharpening the conflict
between OBCs and Dalits. Added
to all this is allowing the dominant
Rajput caste to vent its angst
against the mobility Dalits have ac-
crued so far: by allowing street vio-
lence and mob lynching of Dalits.
It is reinforcing social power of do-
minant castes at one end and frag-
menting this through a mobilisa-
tion of lesser mobilised sub-castes
of subaltern castes. It is sharpen-
ing dormant prejudices that have
existed for a long time between
subaltern castes, caste and reli-
gion, and religion and region.
Similarly, the relation between
Dalits and OBCs has been fraught
with mutual suspicion and dislike,
in spite of four decades of ‘Bahu-
jan’ identity having been mobil-
ised, mostly in the north. In fact,
B.R. Ambedkar himself identified
the OBCs as ‘savarnas’ and some-
times equates them with Aryans.
This again collates in complex
ways with regional dynamics bet-
ween the north and the south.
What the location of the OBCs is in
this complex matrix is not very
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clear historically; politically the
kind of mobility they have got after
the implementation of the Mandal
Commission has only sharpened
the differences. Violent attacks
against Dalits by the OBCs are a
continuous, if less discussed as-
pect of Indian politics. The Khair-
lanji incident was the most recent
attack against Dalits by the Kunbis
who are listed as OBCs in
Maharashtra.

Within the minority religion
too, which includes Muslims,
there are castes, sects and other
differentiations. For instance, in
Kashmir, there are differences bet-
ween Sunnis and Shias, between
Sunnis of the Valley and those in
the border areas of Poonch and
Rajouri, and those living in La-
dakh. They neither inter-marry
nor do they enjoy amicable rela-
tions. Class and regional prejudic-
es overlap with that of sect and
caste.

The Bharatiya Janata Party
(BJP)-Rashtriya Swayamsevak
Sangh-led hegemony is not a top-

down machination even if there is
fear, intimidation, control of me-
dia and destabilisation of institu-
tions. The current dispensation is
bringing into the open all the cul-
tural contradictions that existed
historically. While the Congress’s
inclusive nationalism attempted to
accommodate social groups politi-
cally without overcoming social
prejudices, the BJP’s muscular na-
tionalism lies in including them
politically but dividing them so-
cially. The divisions existed; the
Right is only widening them.

A new multitude
The fight against the Right is only
focusing on critiquing its strategies
and exposing it without offering a
positive fight to construct an intra-
subaltern solidarity. There needs
to be a robust cultural programme
of fighting prejudices, encourag-
ing inter-dining and inter-marriag-
es. Not mere tolerance but positive
celebration of cultural differences
is required. Whether or not the
Right can be made to retreat de-
pends on this deep cultural pro-
gramme. We are not clear how one
should go about it. This may have
to happen as more of a cultural
than a political fight. It has to be
about humanity, not powers; it has
to be more about everyday reali-
ties than about a programmatic
idea of justice.

Every move towards solidarity
is also perceived as lowering the
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While the bottomline of Con-
gress governments has been a
commitment by their opponents
to abjure the path of violence and
abide by the Indian Constitution,
the erstwhile Vajpayee-led Nation-
al Democratic Alliance (NDA) re-
gime was even more generous in
offering the broad framework of
‘insaniyat, jamhooriyat and Kash-
miriyat’.

Political fallout

In a significant point of departure,
the present government is pursu-
ing a hard, top-down approach.
The Home Minister has categori-
cally ruled out any dialogue with
militants and the Hurriyat, and
has even castigated the main-
stream regional political leader-
ship of the National Conference
and Jammu and Kashmir Peoples
Democratic Party for being cor-
rupt, promoting family rule and
fomenting separatism and vio-
lence. This move has nullified the
very idea of a process of dialogue
and runs the risk of discrediting
the mainstream politicians and
obliterating the middle ground
between the militants and main-
stream politicians.

The Prime Minister in his recent
address to the nation, expressed
hope that new leadership in Kash-
mir would emerge from grass-
roots politics. It is important to
note that in 1,407 out of 2,135 hal-
qas or village clusters, there was
no voting at all in the panchayat
elections that were held in 2018.
This does not lend credence to
youth being optimistic about join-
ing mainstream politics especially
after the abrogation of Article 370,
a move which is only likely to dee-
pen the alienation. The Modi go-
vernment faces an uphill task in
identifying credible local partners
in ushering in peace to the Valley,
which may well end up in facing
yet another impasse.

Navnita Chadha Behera is the author of
‘Demystifying Kashmir’ and ‘State,
Identity and Violence: Jammu, Kashmir
and Ladakh’

status of groups that are higher-up
in the ladder-like structure even if
they are simultaneously victi-
mised by dominant groups. Sub-
division of Dalits is viewed as a
pulling down of the relatively well-
to-do castes within Dalits; a sub-di-
vision of OBCs is seen as a mode of
allowing for the domination of tra-
ditional caste Hindus. Gandhi at-
tempted ‘change without conflict’;
he failed to usher in faster change
but offered a semblance of bury-
ing conflict. Today, we are witness-
ing conflict and change itselfis sus-
pended between mobility and
reinforcing traditional hierarchies.
Mere critiquing and electoral de-
feat of the Right is not going to
work.

Castes, religious groups and re-
gional identities should fight it up-
front by overcoming the prejudice
within. To truly fight the Right, re-
latively dominant social groups
must be prepared to lose a bit of
social power they wield, however
small it may be. It would also
mean being critical of one’s own
social location, however op-
pressed it may be. Is this realistic
at the current historical juncture?
The Right compulsively requires
fear, anxiety and insecurity to
block the process. What are the
cultural resources on the other
side of the political divide?

Ajay Gudavarthy is Associate Professor,
Centre for Political Studies, JNU
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Putting back the hood
The situation in Kashmir is
not normal (Page 1,
“Restrictions return to

One is also in agreement
with Jeremy Corbyn, the
Leader of the UK’s
Opposition Labour Party,

especially on an auspicious
occasion. Extra deployment
of paramilitary forces in
places of congregation would

reimposed. The words
attributed to Abraham
Lincoln come to mind: “You
can fool all the people some

change in India’s water
management methods.
There has to be a water

revolution which lays stress

conservation techniques
such as drip irrigation
technology from Israel can
also help make India water

on reuse of waste water,
setting up farmponds and
making scientifically done
rainwater harvesting
mandatory. Adapting water

of the time, and some of the
people all the time, but you
cannot fool all the people all
the time”.

TILAK SUBRAMANIAN V.,
Kunjibettu, Udupi, Karnataka

that the Kashmir issue
should be resolved through
UN resolutions.

T. ANAND RaJ,
Chennai

Valley”, August 12). The
whole of Kashmir is under
arrest. If things were fine,
why are the
communications systems
still blocked? If the people
of Kashmir really

have been a better option
than imposing a blanket ban.
At some stage or the other,
the security arrangements
will need to be relaxed.

V. LAKSHMANAN,
Tirupur, Tamil Nadu

secure.

V.S. SINDHURI,
Kakinada, Andhra Pradesh

another controversy, but it is now claimed he has re-
nounced his U.S. citizenship and obtained a new Sri
Lankan passport. With Mr. Mahinda likely to aim for the
PM’s position in a Gotabaya presidency, the candidacy
may reinforce their detractors’ view that the Rajapaksas
are keen on securing their family’s interests. His broth-

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

m The abrogation of Article CORRECTIONS & CLARIFICATIONS:

. . S i « i i In the “From the Archives” column (OpEd page, Aug. 12, 2019),
er Basil Rajapaksa recently said in support of Mr. Gota- appreciate the “bold 370 was hailed as a Water revolution r )
bava that eJliIIl)‘lil‘latiOH of cc}),rru tion ilfgri Lanka “needs decisions” made by the masterstroke by the Central = Gagging the fourth estateis  The sudden burst in 2;3 irsltt?z’ ‘:I%rlrgeSpondmg to a hundred years ago should have said

Y P Central government, there government especially as it akin to derailing democracy. monsoon activity has g ? )

In “The forms of federalism in India” (FAQ page, Aug. 11, 2019),
a sentence that read “Despite being a single administrative unit,
the Union Territory is ‘non-contiguous’. That is, its territory is lim-
ited to one extent of land” should be amended to say not limited to
one extent of land.

In the Sunday Magazine piece “Nemat Sadat: Gay, Muslim,
Afghan, immigrant” (In conversation, Literary Review, Aug. 4,
2019) the reference to Nemat Sadat’s growing up in South Carolina
should be corrected to read as southern California. Elsewhere in
the same piece, a quote attributed to him as saying that he had to
prove himself as a Muslim should be corrected to read as an
ex-Muslim.

a terminator”, but the appellation only evoked sarcastic
approbation for its deadly and destructive import. He
will most likely have the support of President Sirisena’s
SLFP. However, the UNP is yet to decide on its candi-
date. It will have to choose from among its leader, Mr.
Wickremesinghe, deputy leader Sajith Premadasa, and
Parliament Speaker Karu Jayasuriya. A larger question
now is whether Sri Lanka still believes in the platform
of reform and progress that decided the 2015 elections,
or would not mind a reversion to the Rajapaksa era.

should have been
widespread jubilation with
the tricolour hoisted on all
buildings.

You cannot force someone
to tag your line, at
gunpoint. India and
Pakistan cannot redraw the
map of Kashmir using ink
or bloodshed. Kashmiris
have to express a oneness
in their hearts and minds.

exposed the deep faultlines
in India’s water management
policies. While Chennai
remains parched, large parts
of east and south India are
reeling under floods. The
erratic nature of the
monsoon rains,
overexploitation of
groundwater and cropping
patterns of agriculture
should lead to a radical

was seen to be the long-
coveted weapon to combat
terrorism. But the possibility
that prayers may not be
permitted at Jamia Masjid,
one of the largest mosques,
may hurt religious
sentiments. It is one thing to
say that law and order will be
maintained and quite
another to deny citizens the
basic right to offer prayers,

How long is the Central
government planning to gag
the media and
correspondingly the voices
of Kashmiris? One can
redraw land boundaries but
hearts have to be won. There
is clearly a fear of mass
gatherings and processions,
which is the only way to
explain why restrictions of

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

E-mail:readerseditor@thehindu.co.in

K . : . A ND-NDE



THE HINDU ceim
TUESDAY, AUGUST 13, 2019

OPED 11

The perilous state of academic freedom

The present wave of anti-intellectualism, where informed opinions are ridiculed, poses a serious threat

RAJEEV BHARGAVA

To express opinions is the funda-
mental right of every Indian; so also
to claim that her opinions are true.
But whether in fact they are true isn’t
in the hands of the person who ex-
presses them. Their truth, validity
and even plausibility are determined
through contestation and scrutiny by
others.

More importantly, some types of
scrutiny are more scrupulous, tho-
rough and rigorous than others.
They uncover indefensible, baseless
or unsustainable opinions. They de-
monstrate that other opinions are
less-biased, withstand the test of
time, and have a greater openness in
accepting their fallibility. In doing so,
these inquiries produce a better,
clearer understanding of the world,
providing a deeper insight into the
complexities of the human condi-
tion. Therefore, they are of a diffe-
rent qualitative worth than others,
more deserving of being called
‘knowledge’. Knowledge-production
begins with opinions but does not
end with them.

Academic freedom protects such
spaces of contestation and scrutiny
through which knowledge is pro-
duced. It refers to the freedom of
scholars to conduct critical enquiry,
and the freedom of teachers and stu-
dents to collectively deliberate on
any idea without fear of sanction,
censure or illegitimate interference.
To sift knowledge from mere opinion
requires a sound training in research
and an awareness of professional
standards of scholarship, norms of
peer engagement and time-tested,
disciplined ways of knowing (metho-
dologies). This is true of all practices
involving standards of excellence.
For instance, it is not my subjective
opinion that Viv Richards was a great
batsman. This fact is established by
the collective judgment of the greats
of international cricket.

Patiently acquired skills

In short, academic freedom protects
the patiently acquired skills and
practices of all such knowledge-pro-
ducing and knowledge-transmitting

agents (teachers, researchers and
students). Since academic practices
are sustained within institutions,
academic freedom includes the auto-
nomy of institutions where teaching
and scholarly research is conducted.
My intellectual interest in academ-
ic freedom was provoked when, in
1999, I was asked to contribute a
short essay on the state of academic
freedom in India to Academe, a jour-
nal of the American Association of
University Professors. In that article,
I claimed that the freedom of scho-
lars and autonomy of academic insti-
tutions is usually threatened by inter-
nal as well as external factors.
Internal threats appear when aca-
demic institutions are weakened
from within, as when academics
themselves lose sight of the stan-
dards of excellence internal to the
practice of research and teaching.
External threats develop, on the oth-
er hand, when academic institutions
are undermined by oppressive com-
munities, the coercive apparatus of
the state or unbridled market forces.
I had then argued that Indian acade-
mia was severely threatened by op-
pressive communities and self-im-
posed impediments by academics,
but less so by the market or the state.
I took my own community to task
for having succumbed to what I
called the over-ideologisation of the
mind. Many academics, in a hurry to
bridge the gap between theory and
practice, seemed to me to have re-
placed patient, open-ended delibera-
tion with dogma and prefabricated,
lazy solutions. Other internal threats
to academic freedom flowed from
wider societal malaise. For instance,
merit-based institutions were being
converted to little fiefdoms run by
academic tin gods doling out petty
patronage to loyal supporters and
creating suffocating tyrannies for
others. In such contexts, ideas were
applauded or condemned not for

A mixed bag at film awards

The recently announced National Awards ignored
some of the best Malayalam and Tamil films

KUNAL RAY
The recent announcement of the Na-
tional Film Awards (NFA) produced
mixed reactions, as indeed it has in
every previous year. One wonders
whether these awards are still reflec-
tive of the various quality bench-
marks, and the public’s expectations
from them too seem to have consis-
tently nosedived.

On the positive side, it is gratifying
that recognition was bestowed upon
a film such as Badhaai Ho, which,
though made in the format of a main-
stream Hindi film, touched upon is-
sues that are usually never discussed.
Most often, mother and father cha-
racters in Hindi films barely play sup-
porting roles, as if they are nothing
beyond their parent identities. They
are either benevolent or the oppo-
site, obsessing about their child’s
private life and matrimony.

But who are these parents as peo-
ple? Hindi cinema doesn’t concern it-
self with characters
beyond a certain age but
Badhaai Ho is different in
its exploration of love and
desire in the life of a cou-
ple whose eldest son is
making his own marriage & -
plans. The father charac-
ter still recites love poems to his wife,
they have an active sex life and the
mother is soon pregnant. Have we
seen this in Hindi cinema before?

A versatile actor

The film also underscores the versa-
tility and talent of Ayushmann Khur-
rana, a leading mainstream film actor
who has experimented with an array
of unconventional characters. From
his debut in Vicky Donor to his last
outing as an honest cop in Article 15,
here is an actor who has defied Hindi
cinema leading norms. Very few of
his contemporaries have risked the
choices that he has made.

But having praised these films for
having got what they deserve, were
these really the finest produced in
2018?

Beyond the ambit of the NFA,
some of the most daring Indian films
of 2018 were made in Tamil and Ma-
layalam. Zakariya Mohammed’s Su-
dani from Nigeria, a film centred on
Kerala’s love for football, including
the whirlwind of events that engulf a
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footballer from Nigeria who arrives
in a small hamlet in Kerala, was
awarded the best Malayalam film. But
it deserved a wider recognition.

Devoid of nationalism

Sports films in India are prone to
overtones of nationalism. Every ren-
dition soon descends into a rags to
riches story or transforms into a tale
of survival of the fittest. Sudani from
Nigeria (in picture) departs from con-
vention in every way imaginable by
locating the game amongst its people
and eschewing all winner-loser nar-
ratives. It also breaks stereotypes in
the representation of Muslim charac-
ters. Besides that film, there were
many others like Lijo Jose Pellissery’s
quirky Ee. Ma. Yau; Amal Neerad’s
Varathan and B. Ajith Kumar’s Eeda,
an adaptation of Romeo and Juliet set
in conflict-prone Kannur. These films
were replete with new stories, captiv-
ating performances and fresh possi-
bilities for film language;
their exclusion was rath-
_er unfortunate.

Y From Tamil cinema,
Mari Selvaraj’s Pariye-
rum Perumal and Vetri-
maaran’s Vada Chennai
found no mention in the
awards. Pa. Ranjith’s Kaala and Le-
nin Bharathi’s Merku Thodarchi Ma-
lai, a film that deals with the lives of
landless labours, were also ignored.

Overall, there appears to be a
trend in terms of films that have been
omitted by major industry awards —
they have all been movies whose nar-
ratives diverge from the mainstream
political view. Uri and Padmavat
were rewarded for their hyper-na-
tionalism, and perhaps that is not
surprising.

But should directors make films
only for awards? Films are not re-
membered for awards but the stories
they tell. Some of the films men-
tioned here will be remembered and
seen across time purely for reasons
of cinematic merit and the conviction
of their craft. Award or no award, our
films ought to chronicle different sto-
ries and voices because in diversity
lie our deepest strength.

The writer teaches literary and cultural
studies at FLAME University, Pune

their intrinsic worth but with an eye
on who articulated them — one of ‘us’
or one of ‘them’, A person’s caste,
creed or political proclivity mattered
more than the evidence or argument
provided. Such habits of the mind
were hardly conducive to the growth
of a tradition of scholarly work.

A more serious danger to academ-
ic freedom in India came, I believed,
from illiberal communities. I illus-
trated my point by pointing to the
fate of the late historian Mushirul Ha-
san, who was victimised by extremist
fellow-Muslims for a rather innocu-
ous remark on the ban on Rushdie’s
Satanic Verses.

Interestingly, barring the brief pe-
riod of Emergency, academic free-
dom in post-Independence India, I
claimed, was not throttled by the
state. I did not remember instances
of seminars being monitored, aca-
demic books being banned, or the
imprisonment of academics for their
views. However, covert and overt
pressures on academic institutions
by democratically elected govern-
ments were commonplace. As it be-
gan to lose its dominance, an edgy
and insecure Congress Party had
started becoming increasingly un-
principled and randomly interven-
tionist. In West Bengal and Kerela,
the Communists could never resist il-
legitimately interfering in college
and university appointments.

The Bharatiya Janata Party-led
coalition, in power at the Centre
then, had harmed the institutional
integrity of the prestigious Institute
of Advanced Study, Simla. Its govern-
ing body was packed with hand-
picked supporters.

What is the state of academic free-
dom today, twenty years after that
article was written? I fear that more
and more academics in positions of
power appear to be not just over-ide-
ologised but politically indoctrinat-
ed. A deepening societal intolerance

has only intensified attacks on aca-
demic freedom. The exclusion of sev-
eral important books from university
syllabi, entirely on non-academic
grounds, exemplifies this. State inter-
ference has increased, sacrificing
critical pedagogical practices in the
name of the government’s idea of na-
tional interest. The continuing victi-
misation of the Jawaharlal Nehru Un-
iversity (JNU), one of the premier
academic institutions of the country
by the current government’s own
reckoning, illustrates this.

Knowledge a ‘commodity’
Alarmingly, new threats to academic
freedom have emerged. One comes
from the corporatisation of acade-
mia, by which I mean the modelling
of universities on business corpora-
tions. This has naturalised the view-
ing of administration as manage-
ment, faculty as paid personnel, and
students as consumers who have a
right to demand what should be
taught, as if knowledge can be pur-
chased as a commodity according to
one’s taste! When corporate power
exercises control over faculty and
curricula, vice chancellors and col-
lege principals can hire, fire, and
change faculty assignments with as
much whim as any corporate CEO.

But the most serious threat to the
world of knowledge comes from ‘an-
ti-intellectualism’ that finds the very
idea of thought reprehensible.
Thinking, reasoning, questioning
and critique are deemed dangerous,
to be treated with utter disdain. The
distinction between knowledge and
opinion is entirely blurred; ideas of
informed authority, professional aca-
demic standards and academic ex-
pertise are ridiculed. The very idea
that the task of education is to trans-
form students into critical agents,
who actively question the common
sense of a society, is severely under-
mined.

If these trends continue, the un-
iversity as a site of autonomous scho-
larship, independent thought, and
uncorrupted inquiry will be disas-
sembled. Our best young minds will
emigrate and the very future of our
country imperilled by another ‘brain
drain’. India may not easily recover
from this blow.

Rajeev Bhargava is a political theorist with
the Centre for the Study of Developing
Societies, New Delhi

Rooting Al in ethics

A technology should be evaluated both on the basis of its
utility and the intention of its creator

o —

N. DAYASINDHU

We can intuitively recognise whether an ac-
tion is ethical or not. Let us look at the theo-
retical basis of understanding ethics with an
example. A cigarette company wants to de-
cide on launching a new product, whose
primary feature is reduced tar. It plans to tell
customers that the lower tar content is a
‘healthier’ option. This is only half true. In
reality, a smoker may have to inhale more
frequently from a cigarette with lower tar to
get the flavour of a regular cigarette.

Let us analyse this from three dominant
ethical perspectives:

First, the egoistic perspective states that
we take actions that result in the greatest
good for oneself. The cigarette company is
likely to sell more cigarettes, assuming that
the new product wins over more new cus-
tomers. From an egoistic perspective, hence,
the company should launch the new ciga-
rette. Second, the utilitarian perspective
states that we take actions that result in the
greatest good for all. Launching the new ci-
garette is good for the company. The new
brand of cigarette also provides a ‘healthier’
choice for smokers. And more choice is good
for customers. Hence, the company should
launch the product.

The egoistic and utilitarian perspectives
together form the ‘teleological perspective’,
where the focus is on the results that achieve
the greatest good.

Third, the ‘deontological perspective’, on
the other hand, focusses more on the inten-
tion of the maker than the results. The com-
pany deceives the customer when it says that
the new cigarette is ‘healthier’. Knowingly
endangering the health of humans is not an
ethical intention. So, the company should
not launch this cigarette.

The flawed facial recognition system

In the context of Artificial Intelligence (AI),
my hypothesis is that most commercially
available Al systems are optimised using the
teleological perspectives and not the deonto-
logical perspective. Let us analyse a facial re-
cognition system, a showcase for AI’s suc-
cess. An Al system introduced in 2015 with
much fanfare in the U.S. failed to recognise
faces of African Americans with the same ac-
curacy as those of Caucasian Americans.
Google, the creator of this Al system, quickly
took remedial action. However, from a teleo-
logical perspective, this flawed Al system
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Inter-district variations
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gets a go ahead. According to the 2010 cen-
sus, Caucasian Americans constitute 72.4%
of the country’s population. So an Al system
that identifies Caucasian American faces bet-
ter is useful for a majority of Internet users in
the U.S., and to Google.

Going by intention

However, from a deontological perspective,
the system should have been rejected as its
intention probably was not to identify peo-
ple from all races, which would have been
the most ethical aim to have. In fact, the
question that comes to mind is — shouldn’t
digital platform companies, whose markets
span many countries, aim to identify faces of
all races with an equal accuracy?

Social media is not the only context where
Al facial recognition systems are used today.
These systems are increasingly being used
for law enforcement. Imagine the implica-
tions of being labelled a threat to public safe-
ty just because limited data based on one’s
skin colour was used to train the Al system.
Americans are taking note. Recent news re-
ports suggest that San Francisco has banned
use of facial recognition by law enforcement.

The ethical basis of Al, for the most part,
rests outside the algorithm. The bias is in the
data used to train the algorithm. It stems
from our own flawed historical and cultural
perspectives — sometimes unconscious —
that contaminate the data. It is also in the
way we frame the social and economic pro-
blems that the Al algorithm tries to solve.

With the proliferation of Al, it is important
for us to know the ethical basis of every Al
system that we use or is used on us. An eth-
ical basis resting on both teleological and de-
ontological perspectives gives us more faith
in a system. Sometimes, even an inclusive in-
tention may need careful scrutiny. For in-
stance, Polaroid’s ID-2 camera, introduced in
the 1960s, provided quality photographs of
people with darker skin. However, later, re-
ports emerged that the company developed
this for use in dompas, an identification doc-
ument black South Africans were forced to
carry during apartheid.

Understanding and discussing the ethical
basis of Al is important for India. Reports
suggest that the NITI Aayog is ready with a
7,500 crore plan to invest in building a na-
tional capability and infrastructure. The
transformative capability of Al in India is
huge, and must be rooted in an egalitarian
ethical basis. Any institutional framework
for AI should have a multidisciplinary and
multi-stakeholder approach, and have an ex-
plicit focus on the ethical basis.

N. Dayasindhu is the co-founder and CEO of Itihaasa
Research and Digital. Views are personal
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FIFTY YEARS AGO AUGUST 13, 1969

T.N. Chief Minister’s demand

The Tamil Nadu Chief Minister, Mr. M. Karu-
nanidhi, has addressed a letter to the Prime
Minister pleading for representation to the
State Government on the boards of manage-
ment of the nationalised banks of a regional
character and on the regional advisory
boards of all-India banks. In his letter, Mr.
Karunanidhi has also urged that the States
should have representation on the National
Credit Council. Mrs. Gandhi’s decision to na-
tionalise 14 scheduled banks, Mr. Karunanid-
hi said, was a “bold and timely step — per-
haps the most significant in the last 20 years
of the history of independent India.” He
hoped it would mark the “real beginning of a
new era” in which the Government, on be-
half of society, would take command of the
resources and use them for the uplift of the
common man. He offered to Mrs. Gandhi, on
behalf of the Government and the people of
Tamil Nadu, “our solid and unflinching sup-
port” in implementing this measure and any
further socialist steps she might undertake
to bring light into the life of the common
man. In the course of his letter, Mr. Karuna-
nidhi referred to the fear in some political
circles that there might not be much advan-
tage to the interests of this State as a result of
bank nationalisation.

A HUNDRED YEARS AGO AUGUST 13, 1919
The Madras Council.

The first meeting of the Madras Legislative
Council during Lord Willingdon’s regime as
also after its reconstitution under the recent
elections and nominations of members, was
held yesterday [August 12]. It must be admit-
ted that the proceedings of the Legislative
Council have of late lost much of their inter-
est in the public mind, both on account of
the futility of the popular voice in the discus-
sions under its present constitution, and of
the short period that divides the existence of
the present Council from what is going to
take its place under the Reform Bill, which is
engrossing so much of the public attention
at the present time. In the course of his
opening speech His Excellency said that by a
deliberate decision of the Government, the
number of nominated officials has been re-
duced, and that of non-officials has been in-
creased. The public must feel grateful for the
adoption of this principle, which is a sound
constitutional measure. It must be said, ho-
wever, that in the opinion of the public, the
nominations of non-official members have
been, with notable exceptions, of a charac-
ter such as not to diminish the support to the
Government side, nor to increase the weight
of the popular vote.

A ND-NDE
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