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Like brakes and shock absorbers in a car, society needs cushioning from shocks and volatility

INNOCOLUMN

R GOPALAKRISHNAN

eading recent books on business
R— pharma, financial services,
technology firms — it appears

that we love to hate business. The truth
is that we just cannot do without them.
So we mock them, criticise them.
Listening to populist politicians,
economists, academics and journalists,
one could conjure up a vision of the
inhabitants of the commercial world as
greedy, power-hungry megalomaniacs.
It would not be an incorrect vision,
but it would be a seriously partial one.
It would be as true and as valid as damn-
ing all politicians, bureaucrats, journal-

ists and social sector people through
examples of the venal among them. In
my last column, I concluded with the
statement that there is a difference
between a company and an institution,
and that, more and more, India needs
institutions to realise her potential.
Business and entrepreneurship can be
soul-elevating, I know that. Atomic
physicist, Niels Bohr, said many decades
ago, “The opposite of a truth is not a
falsehood. It may be yet another truth.”

Business makes most of the stuff
that we enjoy, it gives the nation jobs
and is a synonym for both opportunity
and for prosperity. Business deserves a
high status in society and should be
respected for its virtues, while striving
to reduce its vices. Business is human.
The frauds by corrupt business are an
extension of the propensity of society.
Business practitioners stand as much
on a pedestal as educationists, doctors,
administrators and the defence forces.

Society needs aggressive,
entrepreneurial people, they are like
the fuel in the car. Second, business
energy must be guided with capabili-
ties and infrastructure (education,

health, housing and communications
being the gear). Third, like brakes and
shock absorbers in a car, society
needs cushioning from shocks and
volatility (regulations, surveillance).
The three components of a whole-
some society are business, infrastruc-
ture and governance.

For the first 35 years after indepen-
dence till liberalisation, Indian busi-
ness was regarded by society with huge
suspicion. Over the next couple of
decades since liberalisation, Indian
business spread wings in India as well
as globally. For sure, some over-
stretched, a few shockingly so.
However, this is a phase in larger eco-
nomic development.

India needs great business institu-
tions, not just companies. Institutions
have durability, philosophy, talent and
structures, leading to dependable per-
formance. The building of companies
as institutions is at a nascent stage in
India. Creating and celebrating strong
business institutions must become a
national priority.

Business is a fabulous force for good
in society, conducted by good people

with good results for the national good.
For example, Unilever and Tata have
been highly ethical and responsible
companies for over a century, and they
have done so with occasional displays
of the human frailties that all of us are
prone to. In fact, it is those occasional
frailties that remind the observer that
there are no gods in society — there are
some outstanding people, many good
people, with a small number of misdi-
rected people.

As some scholars have pointed out,
society has three types of people, all
operating in the same cauldron. There
are “the fearful”, who are people with
wealth and status but who are afraid of
losing them swiftly. Think of zamindars
and the princely states from before
Independence; think of the wealthy,
slow-growing Japanese or European
countries, which are anxious that their
future generations may be worse off
than their own generation. Then, there
are “the tormented” who seek to estab-
lish themselves as equal members of
society — a position that they have
failed to achieve because of the histor-
ical malpractices of the privileged.

India-UK relations need a reboot

Is Boris Johnson the man to do it?

HASAN SUROOR

oris Johnson’s elevation to
B Downing Street has evoked con-

flicting reactions ranging from
a mixture of barely-suppressed
ridicule and concern in Europe and
Russia to hoops of joy in the White
House with Donald Trump hailing it
as “excellent” news for US-UK rela-
tions. Prime Minister Narendra Modi
confined himself to a bland tweet say-
ing he looked forward to working with
Johnson to “further strengthen India-
UK partnership”.

Currently, for all the apparent bon-
homie, the “partnership” is not exactly
flourishing. The two countries are just
about muddling through, avoiding any
major crisis but showing little sense of
urgency to reboot a flagging relation-
ship. Will things look up now that
there’s a self-proclaimed Indophile
(calling himself India’s “son-in-law”)
in-charge at No 10?

At the heart of the problem is a lin-
gering colonial mindset that still
informs British foreign policy treating
former colonies simply as markets to
be mined. The reality that countries

like India are now major economic
powers in their own right and expect
to be treated as equal partners in accor-
dance with their new status has not
fully sunk in.

Here’s what British Parliament’s
influential Foreign Affairs Committee
said in a report only a few weeks ago:
“India's place in the world is changing
fast and the UK government needs to
adjust its strategy to fit India’s
enhanced influence and power; the UK
cannot afford to be complacent or rely
on historical ties.”

It warned that Britain risked being
left behind in the global race to engage
with India and called for an urgent
review of its current approach. Is the
Johnson administration willing to take
up the challenge? It will mean ditching
successive Tory governments’ policy
solely focused on pressuring India into
opening up its economy to British busi-
nesses while offering little in return.

Johnson’s predecessors, David
Cameron and Theresa May, talked a
good talk describing India-UK ties as
one of the “most important relation-
ships of the 21t century” but then went
on to take decisions that directly hurt
Indian citizens — like retrospective
changes to residency rules for high-
skilled immigrants that forced many
legally settled Indian migrants to return
home. Indian protests were ignored.
Indians have also been affected by fre-
quent tightening of visa rules for stu-
dents and intra-company transfers.
Indian businesses find visa rules a
major hindrance to trading with Britain.

Will Johnson be more accommo-

Looking for clues to Johnson’s India policy in his rhetorical flourishes and
cabinet choices is to ignore the real issues that divide the two countries

dating given his much-adumbrated
“India connection” (through his
estranged wife Marina Wheeler’s
Indian ancestry), and his personal
chemistry with Narendra Modi. He has
called him a “firecracker”, and a “polit-
ical phenomenon”.

His appointment of Priti Patel, a
Modi supporter, as home secretary (one
of the three great offices of state), and
promotion of Alok Sharma and Rishi
Sunak to senior positions are seen as a
nod towards the BJP/Modi leaning sec-
tions of the Indian diaspora.

But looking for clues to Johnson’s

India policy (to the extent that he
might have a cogent policy given his
reputed impatience with details) in his
rhetorical flourishes and cabinet
choices is to ignore the real issues that
divide the two countries. The most
contentious of these is immigration
with India pressing for a preferential
visa regime for its citizens on the lines
of the one China enjoys to facilitate a
“grand” post-Brexit trade deal Britain
is seeking.

The May administration’s response
was a blunt “no”. Adding insult to
injury, it excluded India from an
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Business ‘institutions’ essential for India’s growth .

Recall the tribal and Dalit communities
in India, or the Arabs in the world eco-
nomic order, as examples of the tor-
mented. Lastly, there are “the aspi-
rants”, the people who fight with
industriousness and hard work to win
a better life for themselves and their
descendants. Think of the South Asian,
Chinese and Indian economies. Just as
the nurturing and support of the south
eastern, Chinese and Indian economies
have been important for the global
economy, business and enterprise, the
aspirant class in the Indian economy
needs growing and legitimate nurtur-
ing in the coming years.

Business and entrepreneurship can
do what governments and infrastruc-
tures cannot. Business and trade alone
can create wealth, growth and jobs. I
feel optimistic that this distinctive role
for business in the national economy
will be supported by society in the that
is developing. Business management
is a great career for young people — for
at least the next 50 years!

The author is a corporate advisor and
Distinguished Professor of IIT Kharagpur. He
was Director of Tata Sons and Vice
Chairman of Hindustan Unilever
rgopal@themindworks.me

expanded list of countries from which
student visa applicants require
“reduced level of documentation”. A
decision described by Lord Bilimoria,
Chancellor of Birmingham University,
as “another kick in the teeth for India”.

The May government also tried to
arm-twist India into taking back thou-
sands of people who it says are Indian
citizens living in Britain illegally. But
India has questioned the figure. Modi
declined to sign an MoU on the issue
during his UK visit last year for the
Commonwealth conference.

During the Brexit referendum cam-
paign, Johnson promised to open up
immigration from Commonwealth co-
untries once free movement of workers
from the European Union stopped.
Now, however, he’s touting an
Australian-style points system to be
applicable to all applicants with no exe-
mptions for Commonwealth citizens.

Priti Patel, in-charge of immigra-
tion, has made clear that only those
with “highest skills” would be consid-
ered — and that too “only if they have
ajob offer from an employer registered
with the Home Office and if they can
speak English”.

So, as of now, the prospects of
improved India-UK relations don’t look
too promising. But the threshold is so
low that even a slight bounce might
seem like a great leap forward.
Assuming of course that Johnson him-
self survives the Brexit turmoil.

The writeris based in London. His new book,
Who Killed Liberal Islam, is published
in August
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there have been serious doubts

about the theory that the econ-
omy functions best with “invisible
hand” and it should not be jeopardised
through government “intervention”.
In particular, the discipline (read eco-
nomics) has somehow rejected the
pattern of simple policy prescriptions
— that any standard economics text-
book imbibes.

At the outset, it can be put on
record that just as it is important not
to overstate what economics can do,
it is critical not to understate it. After
all, who would expect to predict glob-
al outcomes that depend on the indi-
vidual actions of about five billion
working-age individuals, not to men-
tion the intervention of natural and
man-made disasters? While this is
true, it is also true that economics
provides the essential tools for under-
standing, and to some degree, shap-
ing those events.

Herein lies the crux of the problem.
Such understanding often results in
economists limiting their options by
reducing their subject to a set of issues
that could be modelled. In the process,
they are committed to their methods
and beliefs that any further movement
in the economy, new problems or new
topics of interest, are more likely to sit
outside their self-defined purview
than within. Most of the times, the
experts get tempted, therefore, to bang
such new problems into shapes to
redefine them as per their own prede-

S ince the global financial crisis,
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Is economics enamoured by taboos?

termined mindset.

Another difficulty that impacts eco-
nomics as a subject is the fact that the
future is inherently uncertain: it can-
not be calculated. A lot of human
behaviour and some fundamental eco-
nomic institutions — the desire to hold
money, for example — are the result
of this fact.

Let us again begin with what hap-
pened after the financial crisis. In 2011,
when the unemployment rate was 9
per cent, Reinhart and Rogoff had
explained that “current debt trajecto-
ries are a risk to long-term growth and
stability, with many advanced
economies already reaching or exceed-
ingthe important marker of 90 per cent
of GDP”. However, even eight years
down the line, there has been no such
tipping point.

However, that did not stop one
from arguing that the main threat to
the economy was spiralling debt and
a resulting spike in interest rates
that would lead to the crowding out
of private investment and a stagfla-
tion crisis of the type experienced in
the 1970s. Such warnings miserably
failed to come true but it did not
stop the misplaced policies of fiscal
austerity. If we look at Greece, itis a
classic example of secular stagna-
tion. In fact, Greece were to undergo
heavy austerity but did not walk
down that path and currently yields
are at 2 per cent.

Sadly, this crowding out argument
has gained enormous precedence in
India too. This was clearly evident in a
speech by former RBI Deputy Governor
Viral Acharya just a few days back. As
economists, we have been now follow-
ing this debate for ages that combined
savings of the government is crowding
out private sector investment in India.
At the same time, we are also witness
to the rising noises about slowing down
of growth in India due to falling
demands. Simple economics suggests
these two cannot co-exist. If growth is

demand constrained, increase in pri-
vate investment will only lead to higher
output. And, a part of the higher output
will be saved and, in return, will be suf-
ficient to support private investment.
Fact is, only when growth is capacity
constrained, which apparently is not
the case right now in India, any idea of
crowding out can be deemed relevant.

Similarly, government borrowings
pushing up interest rate is also being
pointed out, again mostly by the same
set of experts who are making the
noises about crowding out. But again,
we need to keep in mind the fact that
the government borrowings are the
additional flow demand, while inter-
est rates are, primarily determined by
stock demand and supply of funds.
Instances like the above, quite justi-
fiably, force those with not much
interest in the debate to conclude
(rightfully?) that economics is just a
way for the economists and their
brethren to rationalise what they
already believe.

Howevetr, the problem is also in the
other direction, that is, misguided fis-
cal adventurism that had played spoil-
sport in a country like India. But again,
the link between a higher fiscal deficit
and inflation or CAD seems to have
broken down in recent years.

Importantly, Dr Acharya’s paper
rightfully argues that market players

pick up government debt when private
debt is risky; that is exactly what is hap-
pening now. However, this cannot be
called crowding out as claimed in the
paper. Additionally, a jump in govern-
ment debt results in a decline in pri-
vate debt, clearly implying we are in a
demand constrained economy.

Let us also consider the example of
monetary policy. Even after years of
quantitative easing (QE) and ultra-low
interest rates, advanced economies —
particularly the Eurozone — have con-
tinued to undershoot even the mini-
mum inflation targets. Thus the long-
standing assumptions about
downward nominal wage rigidity of
the 60s and 70s when organised labour
were much stronger is clearly not in
vogue now. Employees are willing to
work even at a lower wage rate explain-
ing much of the slower growth in
labour productivity and a breakdown
of the Phillips curve. We are witnessing
similar situation in India right now
with minimum wage growth and
declining productivity.

Another big theoretical assump-
tion, particularly at the micro level, is
how strong profit growth will attract
new entrants to the market, encourag-
ing more investment. But in recent
times, corporate profits and market
concentration are both on the rise.

To sum up, knocking economics
has become a popular sport, even with-
in the profession. But the world would
be much poorer without its contribu-
tion to understanding how societies
function and without economists’ sug-
gestions as to how politicians might
improve them. And economists them-
selves could do wonders by simply
incorporating the country-specific fac-
tors in their econometric models rather
than just applying them in toto.

(The authors thank Prof Sabyasachi
Kar for his comments)

Ghosh is group chiefeconomic advisor and
Jha AGM, SBI. Views are personal

Gehlot makes a point

While Union Social Justice Minister
Thaawar Chand Gehlot is the leader of
the House in the Rajya Sabha, Home
Minister Amit Shah is the person BJP
ministers and floor strategists turn to for
guidance whenever he is present.
However, on Thursday Gehlot had his
opportunity to assert his position. As the
Rajya Sabha reconvened after lunch to
continue the debate on the National
Medical Commission Bill, the Opposition
protested that neither Health Minister
Harsh Vardhan, nor his deputy Ashwini
Kumar Choubey was present in the
House. It is customary for at least one
minister of a department to be presentin
the House when it is discussing a Bill
moved by the department. Deputy
Chairman Harivansh had to adjourn the
House for 10 minutes. A message was sent
to the two ministers. As the two ministers
reached the House nearly out of breath,
Gehlot scolded them: "What is this
tamasha? Neither of you were here and
the House was adjourned.”

English versus Hindi

. - Marumalarchi Dravida
‘ Munnetra Kazhagam
% (MDMK) leader and Rajya
Sabha Member Vaiko

(pictured) on Thursday

rattled everyone — from
2 Treasury Bench

members to the

Opposition, including the ally Dravida
Munnetra Kazhagam (DMK). As Union Health
Minister Harsh Vardhan began his reply on
the National Medical Commission Bill in the
evening, Vaiko demanded the minister
speak in English since the issue was a
national one. While the Chair said an
interpretation facility was available, MPs of
the Bharatiya Janata Party and the Janata
Dal (United) tried to shout Vaiko down and
demanded the minister speak in Hindi.
When Harsh Vardhan, who had switched to
English, reverted to Hindi, Vaiko protested.
When the Congress' Jairam Ramesh and the
DMK's Tirushi Siva tried to mollify him, Vaiko
shooed them away. Harsh Vardhan was
rattled enough to tell Union Home Minister
Amit Shah that he was unsure as to which
language he should speak in. The MDMK
leader has championed the anti-Hindi
movement in Tamil Nadu, and, during
slogan shouting in the Rajya Sabha, makes it
a point not to add his voice to Hindi slogans.

Tug of war

An upcoming mega convention centre was
allotted land in the capital's south-west
sub-city of Dwarka last year and
construction was expected to be completed
by the end of 2019. Now the department
executing the project is believed to be
lobbying for extra land beyond the allotted
perimeter while the Delhi Development
Authority (DDA), the city's land-owning
agency, is trying hard not to cede ground
beyond what it has allotted. The reason, say
top DDA officials, is that the land at the
location comes at a huge premium. Now the
DDA has intensified efforts to auction the
patches adjoining the allotted land because
it fears that high-profile people involved in
the project may use their clout to get what
they wanted, said sources.

CAG’s imputation wrong

This refers to “2 years after roll-out, GST
glitches still exist, says CAG report” (July
31). The Comptroller and Auditor
General of India (CAG) in his report on
GST for 2017-18, which was tabled in the
Parliament on Tuesday, pointed out that
“the invoice matching system has not
kicked-in”. The CAG also said, “Invoice
matching is a critical requirement that
would yield full benefit of this major tax
reform”. The report’s indirect implica-
tion that a slowdown in tax collection is
because of not matching 100 per cent of
invoices, isn’t correct. Such an imputa-
tion is based on the presumption that
evasion is taking place because of not
matching. The reason why it is not cor-
rect is that an overwhelmingly large per-
centage of tax payers are not evaders.
Government-owned companies which
manufacture a very large amount of
goods and services do not evade. Large
companies having excellent reputation
and big service sector companies (such
as Tata, Mahindra and Mahindra and
Infosys etc) do not evade either.

There is already a huge audit system
which conducts auditing with the help
of computer system installed in the
department. Training from Canadian
Government for systemic auditing has
also been very effective. Then there is
an anti-evasion organisation looking
into the evasion aspect of companies
prone to it. They depend on collecting
intelligence. Matching of raw materials
with the final production of goods is con-
ducted by the audit parties of individual
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manufacturers. So the slowdown in the
collection of revenue is not because of

evasion. A 100 per cent matching of
invoice is never done in any country.
They all depend on audit and intelli-
gence gathered by the department con-
cerned. So the CAG could better advice
that the whole idea of 100 per cent
invoice matching should be given up
straightaway. As an ex-insider having
knowledge about invoice matching, also
having experience derived from other
countries, I can definitely say that
attempt to match 100 per cent invoices
should be given up immediately. It will
never succeed. Nobody is willing to say
so but that is a fact. Matching should be
done only for suspected companies. GST
is an amalgamation of central excise, ser-
vice tax and state VAT. Since for all these
three taxes no 100 per cent of matching
of invoice was being done, there is no
logic in introducing 100 per cent match-
ing for GST.
Sukumar Mukhopadhyay
via email
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Fear on D-Street

Tide of bad news has spooked the market

ninterest rate cut by the US Federal Reserve, the first since 2008,

should have brought cheer to the equity markets. Instead the

Indian markets saw huge swings on Thursday and settled lower

in line with other Asian bourses. Though the Fed highlighted
global growth concerns, it did not signal the beginning of a rate-cut cycle,
leading to nervousness. As a result, the BSE Sensex, which had declined 2.1
per cent in intra-day trade, staged a partial recovery, closing the day 1.2 per
cent lower. The broader market has been under stress for quite some time
now, with the BSE MidCap and SmallCap indices down 26 per cent and 37
per cent, respectively, from their peaks. The Nifty is down about 9 per cent
from its peak, but that’s because of a handful of large-cap stocks only.

For the Indian market, the global economy is only one of the concerns.
It’s the local condition that is worrisome with a consistent flow of bad news.
Since the IL&FS crisis erupted, non-banking financial companies have been
badly affected. The new bankruptcy law, which was supposed to find quick
resolutions, is still seeing a majority of the cases dragging on for two years. Jet
Airways ended up in insolvency after being unable to find any suitor. Auditors
and rating agencies are under the government’s scrutiny. Further, the Budget
did little for industry, and the super-rich tax has spooked both the C-suite and
foreign investors, some of whom will have to bear the additional burden.
Other reports such as core sector growth slowing down to a four-year-low, an
earlier-than-expected shift to electric vehicles, more powers to customs and
excise officers, the amendment to the Right to Information Act, and the
prospect of a jail term for violations of corporate social responsibility guidelines
are not something that investors were looking for.

Fundamentals, liquidity, and sentiment — three of the key factors that
drive stock markets — are all in short supply at present. First-quarter earnings
have been disappointing across most sectors because the economy is in the
midst of a severe slowdown and consumption is now sputtering. Automobile
sales have been falling year-on-year for several months and growth in con-
sumer products is also slowing. With a slump in assets across equities and
real estate, the wealth effect has disappeared altogether, as domestic investors
are seeing a large fall in their net worth. In such a scenario, they are going to
hesitate before investing in equities. Foreign portfolio investors, who brought
in net inflows of ¥79,000 crore in the first six months of 2019, pulled out
12,000 crore in July. Domestic institutions have been buying for the last
three months, but if flows into mutual funds slow, even they would not be
able to provide liquidity. Under the current scenario, a 25 bps rate cut in the
policy next week from the Reserve Bank of India will not do much for the
Indian markets.

Till there are clear signs of an earnings revival, investors may not commit
fresh funds. But since the economy is slowing, an earnings revival may not
happen fast. At this point, the best that the market can hope for is government
action in terms of reforms that will help bring back investor confidence.

Taxation blues
CAG raises valid issues on revenue system inadequacies

anaging government finances in India is becoming increasingly
difficult with lower revenue collection and higher spending
commitments. If corrective measures are not taken immediately,
it would continue to affect economic growth. On the revenue
side, the inadequacy of the tax administration, particularly in the context of
the goods and services tax (GST), is severely affecting collections. As a recent
report of the Comptroller and Auditor General of India (CAG) showed, the
GST, which is rightly seen as one of the biggest reforms in recent history, is
not working as desired, and some of the implementation issues remain unad-
dressed. For instance, as the CAG noted, even two years after the roll-out, sys-
tem-validated input tax credit by invoice matching is still not in place.

Predictably, the inadequacies of the system have had a direct impact on
revenue collection. For example, growth in indirect tax collection fell to 5.8 per
cent in 2017-18, compared to a growth rate of over 20 per cent in the previous
year. The estimated collection was revised lower even for the last fiscal year.
Also, the insufficiency of the system has not allowed the appropriate settlement
of the integrated GST (IGST). Therefore, instead of lowering GST rates randomly,
the GST Council would do well to work on improving the system.

The government’s auditor has also highlighted some structural issues in
the direct tax administration. While collection and compliance have increased,
there is again a need to improve the administration. For instance, the arrears of
demand at the end 0f 2017-18 were in excess of 11 trillion, and the tax department
thinks that over 98 per cent of this would be difficult to recover. Further, there
are plenty of tax cases stuck in different courts. Clearly, there is a case for sim-
plifying tax rules, which will help reduce litigation and improve collection.
Hopefully, the task force working on the new direct tax code will recommend
ways to reduce litigation.

Therefore, aside from the government’s expenditure commitments, subdued
revenue collection is affecting the fiscal balance. According to the calculations
made by the CAG and presented before the Fifteenth Finance Commission, the
fiscal deficit of the Centre in 2017-18 was 5.85 per cent of gross domestic product
and not 346 per cent as shown by the government. This basically includes bor-
rowing by public sector undertakings to cover government expenditure.

Atabroader level, what this means is that the central government, central
public sector undertakings, and state governments are using the entire pool
of household financial savings. This also explains the overall approach of
increasing borrowing from abroad, both at the government and corporate
levels, which has its inherent risks.

The government should work on addressing the issues raised by the CAG
on the tax administration, especially the GST system, and reassess its expendi-
ture. Though it is correct that rationalising expenditure would be difficult
during a slowdown, reservations about Budget numbers and an unsustainable
level of public sector borrowing can be more damaging in the medium term. If
necessary steps are not taken in time, a course correction would become increas-
ingly more painful.

ILLUSTRATION: BINAY SINHA

Risks tofiscal
federalism

To minimise risks, the president may consider seeking response from
states and the Centre on the 15th Finance Commission’s suggestions

to extend the 15th Finance Commission's term

by a month, and mandate the panel to suggest
ways for allocation of non-lapsable funds for defence
and internal security.

Under the terms of reference (ToR) of the
Comumission, it is proposed to ensure an assured
allocation of resources towards defence and internal
security imperatives. “The amendment provides
that the XV Finance Commission shall also examine
whether a separate mechanism for
funding of defence and internal
security ought to be set up and if so
how such a mechanism could be
operationalised," an official state-
ment said.

The proposed additional ToR
raises a number of questions. First,
how does it fit into the overall
scheme of fiscal federalism, Budget
and financial management, as per
our Constitution? The taxes collect-

T he government has proposed to the president

ed by the Union government to be WH AT N EXT

an increase in defence revenue expenditure (includ-
ing salaries) of 30 per cent in 2016-17 which will
incorporate the Pay Commission impact, with a sta-
ble growth rate of 20 per cent per annum in the
remaining years (Para 6.35).”

“Much of the demand on resources from the
Ministry of Defence has been in the nature of capital
expenditure, which is beyond the scope of our (FFC)
assessment. Recognising that revenue expenditure
is critical for defence preparedness and mainte-
nance, we (FFC) have kept the
defence revenue expenditure-GDP
ratio constant during our projection
period, instead of allowing growth
to decelerate as was the case in the
past. In other words, the rate of
defence revenue expenditure has
been allowed to increase at the
same rate as the GDP, which is sub-
stantially higher than the past
growth of defence revenue expen-
diture (Para 6.36).”

Yet, it was the Union govern-

shared with states are distributed
between the Centre and states after YV REDDY
deducting the collection charges

attributable to states. The respective shares are allo-
cated to the consolidated fund of India for the Union
government and the consolidated fund of the respec-
tive states. Grants-in-aid, as recommended by the
Finance Commission, are transferred out of the
resources of the Union government which includes
the Union government's share of taxes.

Second, the allocation for defence is entirely the
responsibility of the Union government. In fact, the
14th Finance Commission (FFC) had recognised the
inadequate allocations in the past, as the following
extracts will show:

“...Accordingly, its projections have provided for

ment that has been empowered by
the Constitution to make an actual
allocation to defence. Is it appropri-
ate for a body like Finance Commission to suggest
specific allocation for an important sector with
implications both for the spirit of Parliamentary
control over expenditure allocations and the chang-
ing demands of security considerations?

Third, internal security to a substantial extent is
the responsibility of state governments since law
and order is their responsibility. In fact, when the
services of the Central Reserve Police or the Border
Security Force are requisitioned by state govern-
ments, they have to be paid for out of their Budgets.
Further, when their services are utilised by state
governments for the purpose of elections exclusively,
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state governments pay for them. When elections are
held simultaneously, such expenses are shared
between the Union and states. In brief, both Union
and states have respective needs on account of
defence and internal security, respectively.

Itis hoped that the XV Finance Commission will
consider these fundamental issues apart from oper-
ational problems and, in any case, it is not obliged
to give its recommendations on each and every ToR.

On the process of consultation with states in
finalising the ToR of the Finance Commission, the
Sarkaria Commission observed: "Any consultation
to be meaningful should be adequate." This partic-
ular ToR has serious implications for the Union-
state relations. Have states been consulted or will
they be consulted on the additional ToR?

The Constituent Assembly in its deliberations
concluded that the acceptance of the recommen-
dations should not be left only to the Parliamentary
approval since the recommendations affect both
the Union and state governments. Hence, the
Constitution provides for placing of the action taken
on every recommendation together with an explana-
tory memorandum by the president of India before
Parliament. The assumption is that the president
will exercise his discretion and act not merely as
head of the Union, but as head of the Republic of
India consisting of the Union and state governments.

In view of recent developments, the practice of
keeping the recommendations of the Finance
Commission confidential until the decisions are tak-
en and action taken placed before Parliament has
implications for the fabric of Indian fiscal federalism.
To minimise risks, the president may consider plac-
ing the report of the XV Finance Commission in the
public domain and also seek specific responses from
state governments and the Union government before
a final view is taken on the recommendations.

In this connection, it may be useful to quote
extracts from the Republic Day speech of a chief
minister in 2012:

“There is even larger destruction of the federal
structure in fiscal areas. In the name of “‘public good’
or ‘people’s rights’, more and more funds are making
their way to New Delhi. The Finance Commission
allocated substantially lesser resources to states
keeping the lion’s share of funds with the Centre.
The Centre has become adept at passing populist
schemes but there is no financial support given to
states for their execution. Adequate central funds
are not an obligation from New Delhi but the right
of every state to pursue development.”

“These concerns I am sharing today are not only
as a chief minister but also as a common citizen of
India. Why is it that chief ministers cutting across
party lines are expressing serious apprehensions on
these repeated attacks on India’s federal structure?
It is high time the Centre realises that giving to the
states what rightfully belongs to them will not weak-
en the Centre. The states must co-ordinate with the
Union government and not remain subservient to
it. Co-operative and not coercive federalism must
be the norm in our country."

The writer is former governor, Reserve Bank of India

Financial markets: Gatekeepers of money

ccording to the Bank of England, financial
Alrlsarkets exist to bring people together so
oney flows where it is needed the most.
Businesses in need of capital should be able to raise
it from these markets and repay when no longer in
need. In theory, financial markets act as gatekeepers
of people’s money. But as Yogi Berra famously said:
“In theory, there is no difference between theory
and practice. In practice, there is.”
Oflate, the situation in India has
been the opposite. Businesses find
it difficult to raise capital as debt is
funding personal consumption and
equity funds invest in businesses
with strong cash flows. The genesis
of this situation can be traced to
banks slowing loan growth after
being forced to recognise bad loans,
and the meteoric rise and subse-
quent collapse of non-banking
financial companies (NBFCs). The
flow of credit to the economy has JIGAR MISTRY

asset quality review (AQR) was conducted.

Banks were forced to recognise bad loans and
NPA started piling up (it would eventually rise to
11.5 per cent by 2018). Banks curtailed loan growth
and focussed on personal loans. Industry, which
had about 44 per cent of all bank loans in 2015,
received only 9 per cent of incremental loans
between 2015 and 2019; personal loans (at 19 per
cent of loans in 2015) got a whopping 41 per cent.

Industry’s appetite for loans had
waned, but banks left even those
wanting to invest credit-starved.
NBFCs, which were glad to fill the
void left by banks got the ammu-
nition when the currency was
demonetised (in 2016). This took
the shine off of real estate invest-
ments and households started
moving from physical to financial

- savings. Mutual funds’ non-equity
assets under management (AUM)
jumped from 5.8 trillion in 2015 to

slowed considerably. The equity
market’s conundrum is of too much
money chasing fewer companies, partly due to
change in the mandate and largely because ‘nothing
succeeds like success’.

It started with the massive surge in private invest-
ments in India during 2006-08 when global eco-
nomic growth was strong. Bad loans (non-perform-
ing assets or NPA) at the time were below 3 per cent.
However, the 2008 global financial crisis marked
the turning point. Growth slowed materially and
rendered many projects, which previously looked
attractive, unviable. In the absence of effective
bankruptcy code, Indian banks resorted to many
schemes (JLF, SDR and S4A) to combat rising bad
loans, but failed. By 2015, NPA rose over 4 per cent,
but the Reserve Bank of India (RBI) still believed
that banks were not recognising all bad loans; an

%12.2 trillion in 2019, a majority of
which was invested in NBFC debt
(commercial papers and non-convertible deben-
tures). Between 2015 and 2018, mutual funds
became the largest suppliers of credit to NBFCs (42
per cent of funding), replacing banks (37 per cent)
and insurance firms (21 per cent).

NBFC loans, which were at about 15 per cent of
banking loans in 2014, garnered a third of incre-
mental loans between 2015 and 2019. Nevertheless,
asset quality was often poor and many NBFCs turned
ablind eye to matching asset and liability durations.
This and the subsequent IL&FS collapse in
September 2018 created a liquidity crunch. Credit
markets froze, making it challenging for all NBFCs
to raise fresh debt; and a few could not even refi-
nance their loans. Low liquidity has taken a toll on
consumer sentiment — sales of discretionary goods

(vehicles, white goods) are down and even staples
sales are now at threat.

Equity mutual funds did little to counter this. In
2014, about 60 per cent of domestic equity invest-
ments (mutual fund and insurance) were in the top-
50 companies by market cap. Between 2014 and
2019, three-fourths of incremental money went to
these 50 companies, with the other listed companies
receiving little investment.

The Securities and Exchange Board of India
(Sebi) categorising mutual fund schemes by market
cap in 2017 forced them to sell some mid-caps in
existing funds. By 2018, provident and pension
funds had decided to invest up to 15 per cent in
equity, but in the same 50-stock index. Supply of
new paper is limited, and it is quickly becoming a
case of too much money chasing a few stocks. The
Nifty50 index is down about 5 per cent from its all-
time high, but more than 80 per cent of stocks are
down more than 20 per cent and 50 per cent stocks
have halved. A stock that has halved will face a
tough time raising equity.

But it’s not all bad — India now has a bankruptcy
code and resolutions have started. A few battered
NBFCs could end up with new managements or
with stronger partners, thereby stemming the rot.
Nevertheless, the cost of capital in India is too high.
Despite policy rates falling 75 bps, the borrowing
cost has not come off. The small savings rate still
yields over 7.5 per cent; it needs to come down. Also,
Sebi should allow mutual funds to invest a larger
proportion of their funds across market caps and
provident funds must consider investing in a broad-
er index.

If financial markets fail to help businesses raise
money, economic growth will suffer. Participants in
financial markets are the gatekeepers of people’s
money; a more frequent reminder will help.

Thewriter is director at Buoyant Capital

Anatomy of aflood

~

BOOK REVIEW

UTTARAN DAS GUPTA

n December 1, 2015, a record down-
O pour of 490 mm — often described

as “once in a 100-year” rainfall —
inundated Chennai, killing hundreds and
displacing thousands of its citizens. It also
exposed how Indian cities are ill-prepared
for such extreme weather events, which
are likely to become more and more com-
mon as the climate change situation wors-
ens. In Rivers Remember, Ms Ge — a writer,
editor and citizen of Chennai — investi-
gates what caused the calamity in her
hometown and arrives at the conclusion

that more than extreme weather it was
administrative apathy that worsened the
situation. This is not a fact of which we are
unaware but are often reluctant to
acknowledge.

In the Prologue of the book, “How On
Earth Did This Happen to Us” (the title is
acknowledged to be inspired by Haruki
Murakami’s Underground: The Tokyo Gas
Attack and the Japanese Psyche), Ms Ge
writes: “My conversations and investiga-
tions uncovered that the floods of 2015 in
Chennai were a manmade disaster; that
the Tamil Nadu government had played
an undeniable role in drowning clueless
citizens without any warning... it had also
played an active role in sabotaging the
city’s water bodies.”

As she demonstrates through her
research, the administration had over the
decades mismanaged the uncontrolled
expansion of the city, permitting construc-
tion on lakes and riverbeds, making people

living there vulnerable to such a weather
event. “If you live in urban India and find
your home and your city sinking, it’s prob-
ably because of the mismanagement of
water bodies,” she writes, “because rivers
remember”. They remember their old
homes and courses, even if people who
have encroached upon them forget all
about it. This forgetfulness and apathy on
the part of the citizens expose them to the
vagaries and fury of nature at times of such
calamity.

The floods in Chennai were widely
reported on in the national and interna-
tional media, but Ms Ge abandons the crit-
ical distance expected from traditional
journalism and plunges into a personal
narrative — of her home, her family, and
her city. In doing so, there a recognition
of privilege and vulnerability: “There’s a
creeping sense of discomfort in the air,
which is new to those of us cushioned till
now by the privileges of the salaried class.”

On the day of the flood, her parents’ home
— in which she and her brother grew up
— is inundated. After the flood waters
withdraw, when her family returns, they
find their home washed away: “...it looks
like a war was fought in there. A battle
with the Adyar River... What no one tells
you about floods... is that it is not water
that comes into your home... what flows
into your home when it floods

is sewage... Mostly human Ms Ge seems to have
conducted an endless
Her family is, of course,not number of interviews
the only one that’s affected. Ms  and she painstakingly
Ge seems to have conducted reproduces them in
an endless number of inter- her book. This is a
views and she painstakingly powerful narrative
reproduces them in her book. technique,
This is a powerful narrative pitchforking the
technique, pitchforking the reader into the
reader into the calamity calamity through its
through its recollection. Why recollection

waste....”

she chooses some narratives

over others is not always clear. Some are
obvious, such as that of engineer and vol-
unteer Muhammed Yunus, who gets
together a contingent of boatmen to rescue

800-0dd people stuck in Urappakkam or
of Dr Bala, a gynaecologist whose private
hospital and pregnant patients were
marooned in the flood. The inclusion of
some others, such as that of Anantha
Narayanan, a resident of Keezhkattalai,
and his family, seem a little random.
Having said that, it must be acknowledged
that every narrative — of the lucky sur-
vivors and those not so
lucky — is acutely
poignant.

Another subject that
the book explores is the
role played by journalism
in reporting the floods —
and how it was prevented
from doing its job. She
writes in detail about how
the overtly centralised gov-
ernment of former chief
minister J Jayalalithaa pre-
vented the free flow of
information, not only about the floods, but
also about the incumbent’s failing health.
“Many newspapers were sent criminal
notices for just speculating about

Jayalalithaa’s health... over 200 such cases
were filed by the AIADMK between 2011
and 2016.” The same lack of transparency
plagued information about the floods. “I
filed a query under the RTI Act to find out
the exact number of casualties due to the
Chennai floods... The reply (was)... 38 per-
sons. ...Thirty-eight is the official num-
ber... Not 512 as the newspapers had report-
ed. Not 269 as the home minister had
claimed.” In a note of despair, she writes:
“I, unfortunately, failed... to find out just
which of these numbers was real.”
Amartya Sen has asserted in his writ-
ings that famines cannot occur in coun-
tries with a free press. After reading Ms Ge
book, we can also assert that floods cannot
occur in a country with a free press — and
the absence of one makes us vulnerable.

RIVERS REMEMBER: #Chennai
Rains and the Shocking Truth
of a Manmade Flood

Krupa Ge

Context (Westland); ¥499; 218 pages
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Best to abolish CSR, just
add it to the overall tax

Since UPA made CSR a mandatory levy and NDA added
penal provisions to this, it is now really a CSR-tax

HEN NARENDRA MODI first came to power, he mocked the Con-
gress by saying that, while many apprehended that he would
reduce funding to the MGNREGA job-guarantee scheme—a flag-
ship UPA program—he was too smart to do this. MGNREGA, Modi
said,was aliving symbol of the UPA’s inability to provide jobs; whywould he remove
this symbol? That sounded good, but with the NDA also increasing allocations to
MGNREGA over theyears, it isn’t out of place to askwhether the boot isnowon the
other leg, that the NDA too needs a job-guarantee scheme because it has failed to
provide jobs.What is even odder is how the UPA’s mandatory CSR-spend has been
cemented by the NDA.Till the UPA came to power and made it Compulsory Social
Responsibility, Corporate Social Responsibility (CSR) was voluntary in nature,done
by corporateswho genuinelywanted to help people or by those whowanted tolook
like responsible citizens; some did it to soften the opposition from local commu-
nities to, say, selling their land to them. The UPA, influenced as it was by the NGO
lobby,decided to make it mandatoryand ruled that 2% of corporate profits had to
beinvested in CSR.Certain ruleswere put in place,so investing in an employees’wel-
fare fund, for instance,wouldn’t qualify as CSR.

In its wisdom, the Modi government has now added serious penalties for non-
compliance apart from deciding that if corporates don’t spend this moneywithin
threeyears,it hastobe transferred toa fund like the PM’s Relief Fund; India Inc has
to givereasons forwhyit never spent the moneyand its officials could even be fined
orimprisoned for not following the law. If this blanket provision wasn’t bad enough,
the amendments say “the central government may give such general or special
directions...as it considers necessary to ensure compliance”. While we have to wait
for the detailed rules to come out, this does seem like an entry for bureaucrats to
decidewhatwilland won’t qualifyas CSRand, over time, the government can even
start deciding what projects will qualify as CSR.

While introducing theamendments in Parliament, finance and corporate affairs
minister Nirmala Sitharaman gave it a lofty spin by saying “Gandhiji’s trusteeship
principle is that legitimate profit-earning cannot be devoid of social responsibil-
ity”, surely the taxes corporates—and individuals—pay are part of this mandatory
social responsibility since a large part of these payments are used to provide facil-
ities for the poor? Indeed, while hard-working corporates and individuals pay taxes,
governments continue to fritter this awayin many forms, from bigleakages in social
security programmes to funding massive loss-making PSUs like BSNLand Air India.
But, given CSR is no longer voluntary but is completely in the nature of a tax now,
with the government deciding theamount of the levyand with penal provisions for
not fulfilling the requirements—including, possibly,where and how the money has
to be spent—why not just scrap it and replace it with a higher corporate tax; or a
cessif theideais not to share the moneywith the states.India is nowin the august
company of countries like Nepal and Mauritius where CSR-spend is mandatory.

Conserving water

Charging for extraction is a good start

HE UNION ENVIRONMENT ministry recommending, forthe second time,

that users be billed for using groundwater makes alot of sense.The green

ministry has submitted a report to the National Green Tribunal (NGT),out-

lining a multi-decadal action plan (up to 2070) on regulation of ground-
water in the country.The government had notified a similar proposal last year, but
the NGT had struck it down and asked it to submit a fresh proposal. As per the cur-
rent proposal,awater conservation fee (WCF) is to be charged to industrial, residen-
tial and farm-based users. The proposal also talks of water credits, earned by users
based on water conservation achieved. The Action Plan for the next decade talks of
aquiferandrecharge area mappingacross the country,a sorely neglected areaso far,
and developing block/village level groundwater management plans, a water secu-
rity policy and a shift from block-wise groundwater management to aquifer-wise
management.A Bureau of Water Use Efficiency is to be created while all groundwa-
ter extraction is to be monitored telemetrically with digital flow-meters.

The plan for later decades is to map catchment and protect springs,implement a
mega recharge project forwater-stressed areas, establish one monitoring stations per
10 sq km, pollutant monitoring remediation of polluted aquifers, development of a
groundwaterbased droughtalert system, etc. Groundwater extraction in overexploited,
critical and semi-critical areas will only be permitted for drinking water and socially-
relevant purposeslike building of schools, hospitals,etc.India hasjust 4% of theworld’s
freshwater reserve and nearly 80% of this is used by agriculture. Given groundwater
accounts forwatering needs of 65% of the total area underagriculture in the country,
charging agriculture, where water as a resource is most abused was the need of the
hour.The new proposal will cover nearly 1.5 crore farmers in the country,ora tenth of
theoverall farmer population.The exact contours of the WCFare not knownyet,but the
proposal last year outlined it for industrial users; an industry,after obtainingan NOC
from the relevant groundwater authority,can pay and extract water.

Groundwater not only contributes to about 85% drinking water supply in rural
areasbutalsoaccounts for 60% of urban waterneeds.With 21 citiesin the countryset
to run completely dry in the next fewyears, the crushing pressure on ground water is
already manifest.Of the 6,584 assessment unitsin the countryfor groundwater, 1,034
are over-exploited, 253 are termed critical,and 681 semi-critical. Unless a prudent
groundwater management system, with charges deterring over-exploitation,and a
sound rechargeand reuse management structureisadopted,India staresataparched
future, more sowith climate change effects playing out the way theyare predicted to.

StillTOBACCO

The tobacco industry hopes to fight the anti-smoking
campaign with products like vaping. They are as bad

IGNIFICANT PROGRESS HAS been made in the global—and Indian—fight
against tobacco.According to WHO, thereare 1.1 billion smokers globally,of
which, the recent Global Adult Tobacco Survey indicates, 60% of smokers
intend to quit and over 40% had attempted quitting in the 12 months pre-
ceding the survey.Also,the WHO has made significant progress in creating awareness
about the ills of tobacco as well as in coming up with ways to help people cure their
addiction.Today, 2.4 billion people in 23 countries can avail of these services as com-
pared tojust 0.4 billion in 2007.The WHO gives credit for this to the efforts of coun-
tries like India and Brazil, primarily. Yet, as its Report on the Global Tobacco Epidemic,
2019 points out, tobacco firmsare trying a newtack, to promote ‘healthy’alternatives
to cigarettes! These include vapourisers, electronic nicotine delivery systems (ENDS),
heated tobacco products (HTPs). However,as the report points out, the bulk of the intox-
icants are the same as in cigarettes, so the health impact is not too different. So apart
from the older problems of tobacco firms trying to interfere with political and legisla-
tive processes in various countries and operating through various front groups, they
are now making unproven claims and discrediting proven science; exaggerating the
economicimportance of the industry is anotherway to slow government action.
Theburden of smoking-related diseases on the economyis hugeand required $422
billion in global healthcare spending in 2012. As per the report, reduction in tobacco
consumption will result in greater savings for nations—productivity loss because of
smoking-related deathsandillnesses,have been estimated tobeashighas $1,436 bil-
lion.While WHO has its own methods to help people quit smoking, if worldwide risks
of tobacco consumption are to be curbed, nations have to take a strict stand against
thetobaccoindustryand its so-called ‘alternatives’that create avicious cycle of addic-
tion, illnesses and deaths.

, UpInion

EVELOPMENT AND
URBANISATION are two
sides of the same coin.No
society in recent history
remained agrarian while
adequately providing for its popula-
tion. Urbanisation aggregates human
activity—aggregation leads to special-
isation, specialisation toincreased pro-
ductivity; enabling greater availability
of goods,delivery of services,increased
wages, and job opportunities. Urban
areas are engines of growth in any
modern economy.

China is a shining example of how
urbanisation drives economic growth.
Chinarapidlyurbanised from 26.4%in
1990 to 59.2% today. The impact is
evident in China, where the quality of
life and life expectancy have improved
dramatically. We can also trace the
feedforward effect in China’s spe-
cialised workforce and productivity
improvements—making ChinaaTop 2
economy with nominal GDP of $14.1
trillion.In contrast,Indiaisat $2.7 tril-
lion, moving towards the target of $5
trillion by 2025.

The world, on average, is at 55.3%
urbanisation, whereas India lags at
349 (see graphic).India has been slow
to urbanise because of the fixation on
being a village-based society. Most
planners still look to Gandhiji’s senti-
ments on this topic—‘The future of
Indialiesinitsvillages,he saidin 1947.
This is nolonger true—complexity has
increased, people’s economic needs
and aspirations have grown, and it is
impossible to supply adequate
resources to India’s six lakh villages.
Keeping India’s population in villages
while being unable to meet their
economic needs has resulted in
high inequity.

Rural employment is mostly in
agriculture.42.7% of India’s workforce
in 2016-17 was engaged in the agri-
culture sector, crawling at a 3.4%
growth rate and contributing only
17.3% to the GDP (see graphic). Mean-
while, 57.3% of the workforce was
engaged in industry and services,
growing at 5.5% and 7.6%, respec-
tively. The income differential is very
high,theratiobeing 1:3:4 for the aver-
age wages of dependents on agricul-
ture to industry to services. Left
unaddressed, this large group of agri-
cultural dependentswill always be con-
demned to a sub-aspirational exis-
tence—with increasing distress and
perpetual dependence on subsidies
from the government.

Lack of opportunities is also accel-

URBANISE OR PERISH
TO ACHIEVE ITS TARGET OF A $5 TRN ECONOMY BY 2025, INDIAMUST OVERCOME ITS GANDHIAN
FIXATION WITH A VILLAGE-BASED SOCIETY AND INVEST IN URBAN INFRA DEVELOPMENT

Urbanisation is key to drive
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erating large-scale internal migration
towards India’s few urban growth
engines—such as Mumbai, Bengaluru,
Delhi, Hyderabad, and others. 2011
Census indicates 43,324 uninhabited
villages, presumablyabandoned due to
migration. People are voting for urban
areas with their feet while the govern-
ment sings the same old romanticised
song about India in villages.

Large cities are reeling under the
strain of overpopulation, with prob-
lems like inadequate infrastructure
and rocketing living costs. Employ-
ment is unable to keep up with the
inflow. Due to high costs, it is uncom-
petitive to set up industries in cities.
Without industries to absorb the
incoming rural population, they are
mostly making low wages as contract
labour. Even if they earn higher wages
than in their hometowns, they can’t
keep up with living costs—resulting in
a growing urban population with
unfavourable living conditions. More-
over, because of the policymakers’ fix-
ation onvillages,citiesaren’t allocated
enough to develop infrastructure to
handle their rapidly expanding popu-
lations.Alose-lose situation allaround.

Acompelling solution to this unsta-
ble situation is the systematic shift of
people from rural to urban areas. The
2011 census indicates there are 7,933
towns/cities housing 31.16% of the
population,with an average population
of 47,536. Of these, 465 towns have a
population overonelakhand 53 cities,
over tenlakh.On subtracting these, the
remaining 7,468 towns must have sig-
nificantly lesser populations than
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the 47,536 average. The upcoming
2021 census will inform us of the
current situation.

Census data must be used to suit-
ably identify 4,000-5,000 smaller
towns all over India and develop them
to absorb the rural-to-urban shift sus-
tainably. GoI’s Smart Cities initiative
has identified 100 cities so far,
focusing onroads,solar,water,and con-
trol centres.While expanding to 5,000
towns, four critical aspects must
be incorporated:

1. Infrastructure and connectiv-
ity: From the planning stage, itis essen-
tial to prioritise providing infrastruc-
ture like roads and airport access,
internet connectivity, and other
amenities. Not only is state-of-the-art
infrastructure crucial for quality of life,
italso provides thelogistical backbone
for a productive industrial environ-
ment. Moreover,commissioninglarge-
scale infrastructure development will
also boost the construction sector—
another means of mass employment.
We need strategic investments from
both the central and state govern-
ments in these towns for parallelised
infrastructure development.

2.Labour-intensive industry(LII)
clusters: Creating many LIIs in and
around the 5,000 townsisthe bestway
to provide gainful employment to the
transitioning population. By focusing
on the right type of industries—gar-
ments, fabrication, electronics assem-
bly,automobiles, so on—this move will
also boost India’s export capabilities.
With focused skilling programs, LIIs
will offer excellent income opportuni-
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Achieving investment-led growth

In a world where world trade is

undergoing a recession because of
protectionist measures, India must

look to lower effective corporate

tax rates to stimulate the economy

IN A RECENT insightful article in
Business Standard entitled “The Bud-
get, the Survey and the trilemma”
(ttps:/[bit.ly/2 Yvalri) the author, Sajjid
Chinoy,discusses the challenges facing
the Indian economy.The author exam-
ines the investment led model as the
key driver for a sustained 8% growth.
Furthermore, he highlights that export
growth remains a key determinant of
investment rate and cites the 2001-
2006 periodasan evidence.That is,the
causation runs from exports to invest-
ments rate. Finally, he concludes by
emphasising that the over/undervalu-
ation of real exchange rate is a key
determinant forexport growth. Hence,
rupee depreciation should not be
resisted as an under-valued exchange
rate implies higher export, which
thrusts up investment rate and, hence,
overall GDP growth.

Empirically, the argument for an 8%
growth,led by an investment growth,
remains unquestioned. However, it is
the determinant of investment rate
which requires further analysis.
Examination of two periods for India,
2001t02006and 2012 to 2015, pro-
vides some observations. In the first
period, exports’y-o-y growth averaged
20% (world exports averaged 25%);
investment rate averaged 28%.In the
second period, Indian export growth
was flat to negative (and so was world
export growth) while the investment
rate was over 329%. Clearly, exports

being a key determinant of invest-
ment rate cannot be comprehensively
established. So what determines
investment rate, then?

A regression between Indian invest-
ment rate and real interest rate (inde-
pendent variable), provides an R2 of
over 0.5 with a negative relationship
in the period from 2002
to 2018. Admittedly, it
is a small sample, but it
still provides some
insights. Stated differ-
ently, higher real inter-
est rate hurts invest-
ment rate. A simpler
way to explain this is as
follows. Low real inter-
est rates make it easier
for corporate houses to
borrow and invest.
Higher investment rate
encourages economies
of scale,which provides
cost advantage. Better
cost structure make exports more
competitive (along with, if possible,a
competitive exchange rate), which is
acriticalingredientin achieving high
economic growth. Hence, the causa-
tion runs from investment rate to
exports, and not the other way
around. Business confidence is
another determinant of investment
to GDP ratio.

Inaworld where world trade is under-
going a recession because of protec-

Low real interest
rates make it easier
for corporate
houses to borrow
and invest. Higher
investment rate
encourages
economies of scale,
which provides cost
advantage.
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tionist measures, it is extremely chal-
lenging to propel one’s exports via
old-fashioned mercantilist policies of
the eighties and nineties, without
inviting higher tariffs on our exports.
The way countries are now looking to
stimulate their economies and
investment rate is via lower effective
corporate tax rates cou-
pled with lower interest
rates. For example, most
major economies have
seen a decline in their
effective corporate tax
rates from 40% in the
1990stoaround 27% in
2018.With Indian cor-
porate profits to GDP
ratio for Nifty 500 com-
panies having halved
from its peak in 2008, it
may be time to realign
our corporate tax rates
with the world, for all

———  {irms.Also,with ongoing

convergence of Indian inflation with
the global levels, Indian real interest
rates cannot stay elevated for long,
i.e.,interest rates have to come down
meaningfully, especially in the cur-
rent deflationary environment. 25%
of all global sovereign bonds offering
negative yields is a pointer towards
deflationary pressures. A combina-
tion of both measures—interest rate
and tax rate—will likely yield the
results for the policy makers.
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¢ ON FREE POWER IN DELHI

Chief Minister of Delhi, Arvind Kejriwal

It was a journey and not possible earlier, as power
companies' financial state was bad. [Earlier]
companies didn't have money to even buy electricity
and we had stared at blackouts.

India’s growth engines

ties to the incoming population. Even
a lower wage than cities will go a long
way towards quality of life, especially
since living costs are lower in towns.
Women,who are not as mobile as men,
can also now find employment near
theirvillagesand towns,commute and
earnaliving. Governments,apart from
focusing investment here, must also
provide incentives for the private sec-
torto create LIIs.

3.New sustainable technologies:
While urbanisation improves delivery
of services, it poses several challenges
like congestion, restricted mobility,
high waste production, and pollution.
These are solved problems,however,in
many parts of the world. India must
invest in understanding state-of-the-
arttechnologies and implement them.
The newly developed towns will have
the advantage of getting sustainable
infrastructure—renewables like solar
panelsandwind turbines, planned tree
cover to offset urban spread, water
treatment facilities based on phytore-
mediation and other plant-based tech-
nologies,integrated recycling, EVinfra-
structure, and public transportation
with last-mile connectivity—inte-
grated from the planning stage itself.
Older cities will need careful planning
to incorporate new technologies into
unwieldy city plans.

4.Planning for capacity: Indian
policymaking has a jaded tradition of
planning projects based on latest avail-
able data—usually outdated—like the
previous census. By the time projects
are completed 5-10yearslater,theyare
operationally overloaded. Instead, it is
necessary to plan projects for sewage
treatment, airports, roads, water sup-
ply,and soonwith atleasta 20-30-year
forecast with provisions for future
expansion. Again, China paves the
way—many major airports have
received the go-ahead to build a third
runway and increase seating capacity
by forecasting the demand to 2030.In
parallel, new airports are being com-
missioned all over the country to pro-
vide additional capacity using fore-
casting beyond 2030.

Rapid urbanisation is essential to
sustain India’s impressive 10-year
growth trajectoryand meet PM Modi’s
2025 economic target of $5 trillion.
The proposed network of small towns
and industry clusters can become
India’s engine of growth and provide
jobs at scale, thus improving overall
economic prosperity. Sustainable
urbanisation can be the force multi-
plier to mobilise India’s potential.

LETTERS TO

THE EDITOR

Tiger conservation

It was heartening to know that the
tiger population in India has
increased by 33% from 2,226 in
2014 to 2,967 in 2018. We like to
believe that the figures are true and
not exaggerated to claim credit for
tiger conservation. The tiger,
included in the 'endangered
category' by the IUCN since 2008,
and regarded as a keystone and
flagship species in the eco-system,
has become a symbol for the
environmental cause and wildlife
conservation. India is home to
almost 75% of the world tiger
population. This fact puts greater
responsibility on us to do all that we
can to protect them and increase
their number to take the national
animal off the list of ‘endangered
species'. According to the Wildlife
Protection Society of India, of the
76 tiger deaths in 2019, 45 were
natural mortalities (due to old age
and disease) and 31 were poaching
cases. Habitat destruction, erosion,
fragmentation and mining,
quarrying and carving outer areas
of tiger reserves for road-building,
industrial establishments and
tourism recreation centres,
interference with their food chain
and poaching for body parts,
mainly skins and bones must end if
the big cats are to survive and
prosper. We must win the battle to
save tigers. It is an interesting fact
that the India abounded with about
40,000 tigers just a century ago.
Our ambitious target must be to
reach this number, say in a century's
time from now.

— David G Milton, Maruthancode
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Reviving

consumption
narrative

India’s

A holistic approach to credit markets—balancing the
credit needs of households, MSMEs, private
corporations and, of course, the government—is
needed, ensuring that public investment ‘crowds in’
private investment and consumption, not ‘crowds out’

AST MONTH, THE Monetary

Policy Committee of the

Reserve Bank of India (RBI)

reduced the policy rate by 25

basis points, against the back-

drop of a slowdown in global as well as

domestic growth. In its monetary policy

statement, the central bank mentions

that the recent slowdown in the March

2019 quarter is predominantly a conse-

quence of decelerating consumptionand

export growth in the previous quarter.So,

the question needs tobe asked: What has
been affecting consumer demand?

To understand consumer behaviour

better, we have to go back to the basic
microeconomic theory.First,we need to
understand the difference between the
change in quantity demanded versus
change in demand. A change in prices
leads to adjustments in quantity
demanded, not demand. Therefore,in a
relatively benign inflation environ-
ment, there should be a positive change
in quantity demanded,leading toa tem-
porary increase in prices. This, in turn,
prompts an increase in quantity sup-
plied, taking us back to our equilibrium
price. In essence, this is a movement
along the demand/supply curves, rather

ILLUSTRATION: ROHNIT PHORE

than shifts.

The factors affecting demand are,
however, not necessarily price-sensitive.
Income, preferences and confidence in
the economy affect demand—resulting
in a shift of the demand curve. These
factors reflect the consumers’ ability
and willingness to pay.An increase in
incomes, for example, would raise
demand at every price point, not just
one. The reverse holds true as well—a
decrease in incomes will reduce demand
at every price point.The ongoing debate
about rural distress in India is essen-
tiallyabout the income effect.

As incomes affect the ability to pay,
preferences affect the willingness to pay.
For example, even though

erated to 6.1% (till May 2019). Clearly,
access to credit is impeding consump-
tion activityin the economy.The case of
consumer durables’loans is even more
tricky.According to RBI data, outstand-
ing consumer durable loans as of July
2018 stood at Rs 20,469 crore.And out-
standing consumer durable loans as of
May 2019 stood at a meagre Rs 6,063
crore,a precipitous fall.

There is evidence that displays a
slowdown in consumption growth.
Automobile sales are in a slump, and
most FMCG companies reported a slow-
down in earnings growth in the March
quarter.This decline is further reflected
in the Index of Industrial Production
(ITP) numbers,which show deceleration
in both consumer durables’ and non-
durables’ output.

However, there are signs of green
shoots. Forinstance,in the March 2019
quarter,we have seen NBFC retail lend-
ing rise by 18.6% year-on-year, com-
pared to a decline of 13% year-on-year
in December 2018. Similarly, housing
loans continue to grow at a healthy pace,
clocking growth of 18.7% year-on-year
in May 2019. Accordingly, many ana-
lysts see this slowdown as temporary,
and expect consumption to drive India’s
growth story in the future. However,
steps must be taken now so as to ensure
a smooth growth trajectory for con-
sumption demand, reducing volatility
and uncertainty.

With inflation close to the lower
bound, an argument can be made for
further rate reductions to bring down
the real cost of borrowing.A strong pol-
icyresponse toreduce the cost of credit
and increase the access to credit for
consumerswilllead toincreased confi-
dence in the economy.As RBI mentions
in its statement, it is the sentiment
which is weak, but very ironically, it
doesn’t recognise the major factor
affecting it. After the cumulative 50-
basis-point cut in the policy rate, there
was a 21-basis-point cut in fresh loan
rates. In an environment of imperfect
monetary transmission, successive rate
cuts may be needed to bring down the
cost of lending.

Apart from reducing the cost of
credit, expanding the availability of
credit is of equal, if not greater impor-
tance. Consider the following: Domes-
tic credit to the private sector (as a per-
centage of GDP) in India stands at
49.9% of GDP, whilst that of China
stands at 161%. In upper-middle
income countries, this number stands at
120.7%. This indicates there is sub-

stantial room to expand

consumption asa propor- . credit accessin India.

tion of GDP has stayed at
nearly 59% over the past
15 years, the composition
has undergone a shift.
While food and beverages
have seen the most decline
as a percentage of GDP,

There are signs of
green shoots. NBFC
retail lending rose
18.6% year-on-year
in the March 2019

Leveraging technology
through fintech firms to
expand access to credit
provides a crucial avenue.
RBI hasbeenworkingona
regulatory sandbox for
fintech firms since the

expenditureonrecreation, quarter, and housing beginning of the fiscal.

education and cultural

services has actually

grown the most.
However, in an econ-

loans continue to
grow at a healthy
pace (grew 18.7%

Efforts should be made to
operationalise this sand-
box as soon as possible, as
India can make signifi-

omy where the current year-on-yearin May) cant inroads in this

consumption can be

nascent industry. The

financed through credit, ——————— Boston Consulting Group

willingness and ability to

pay also depend heavily on credit avail-
ability. Consider automobile sales. A
large chunk of these sales are financed
through various non-banking financial
companies (NBFCs).Retail lending from
NBFCs saw a decline of 13% year-on-
year in the December 2018 quarter
from the growth in lending of 21%
year-on-year in the previous quarter.
Could this be a possible explanation for
the deceleration in the sales of con-
sumer durables?

Anargument can be made that there
is a large unfulfilled demand in India’s
credit markets thatis holding back con-
sumer demand. For example, vehicle
loans extended by commercial banks
have been showing signs of deceleration
as well. Between calendar years 2015
and 2017,vehicleloans grewat an aver-
agerateof 15.8%year-on-year.In 2018,
growth in loans decelerated to 9.6%
year-on-year,and in 2019 further decel-

N THE LATEST minutes of the Mon-

etary Policy Committee meeting in

June 2019 (http://bit.ly/335Vaak),

some MPC members made explicit

reference to changes in the rupee
exchange rate and its consequent impact
on imported inflation.

Unlike advanced economies, it is hard
to ignore the significant role of exchange
rate gyrations when making monetary
policy decisions in emerging economies
like India. Yet it remains unclear exactly
how they impact the economy and what
the appropriate policy response should be.

Conventional wisdom suggests that,
for any given costs and prices, home cur-
rency depreciation could positivelyimpact
a country’s exports and growth.Insofaras
a country has multiple export partners, it
is the trade-weighted or effective
exchange rate that matters. Of course, the
concern is that costs and producer prices
could well rise (imported inputs) because
of home currency depreciation and, thus,
what matters from a price competitive-
ness perspective is the real and not nomi-
nal depreciation. Thus, both inflation and
non-inflation targeting central banks in
emerging economies constantly have one
eye on their real effective exchange rate
(REER).RBI is no exception in this regard.

Nominal currency depreciations also
raise costs of imported consumer goods,
which could directly impact the domestic

INFLATION TARGETING & RUPEE

(BCG) has estimated that
the digital lending business in India can
exceed $1 trillion by 2023, confirming
the enormous potential offered by this
sector. Retail lending can get a much-
needed fillip, boosting consumption
(especially that of durables), whilst the
bank clean-up process is on.

While the theory of ‘loanable funds’
has been subject to intense debate over
the past century, it providesan interest-
ing framework to view India’s current
situation. In this framework, it is our
contention that the pool of loanable
funds needs to be expanded. The
demand for credit is in excess of supply,
pushing up the real cost of capital. A
holisticapproach to credit markets, bal-
ancing the credit needs of households,
MSMEs, private corporations and, of
course, the government is needed,
ensuring that public investment
‘crowds in’private investment and con-
sumption, not ‘crowds out’.

Reducing trade

deficit with China

ACHARYA

The author is former member,
Railway Board

It’s not an impossible task, after all

OON AFTER TAKING power in December 1978,

Deng Xiaoping famously stated: “It does not mat-

ter which colour is cat as long as it catches mice,”

and with that private enterprise in China was no

longeradirtyword. His perceived catchphrase“To
get rich is glorious” unleashed personal entrepreneurship
that still drives China’s economy.Today, China has spawned
avibrant private sector.India, too,took the inevitable plunge
in the early 1990s, but has sadly fallen way behind.

After Chinajoined the WTO, India-China trade has grown
exponentially, from $1.49 billion in 2000-01 to $70 billion
in 2018-19, with China becoming India’s largest trading
partner. But this has come at a cost—a yawning trade gap.

While most of its exports to China are goods and raw
materials, India imports mainly intermediate and finished
goods.In 2016-17,its import mix was 16% capital goods,
21% consumption goods, 63% intermediate goods.Among
top exports to China are petroleum products, cotton, organic
chemicals,iron ore and plastic raw materials,whereas main
commodities being imported are machines for reception,
conversion-transmission, bulk drugs and drug intermedi-
ates,consumer electronics,and telecom instruments.

Keeping in view huge demand for alternative sources of
energy, China has developed massive capacityand occupies
adominant position in manufacture of photosensitive semi-
conductors and PV cells, capturing 34.3% of world market!

Howis it that China is more competitive than India? Is it
the one-party system with long-term objectives zealously
pursued, or government’s policy interventions that ensure
factors of production (land, labour, capital) are available to
manufacturers at the lowest possible cost, or perhaps both?

Setting aside ideological, political and social differences,
China has promoted ‘Made in
China’with a singular zeal. In
2016, in a survey by Deloitte,
CEOs of Fortune 500 compa-
nies were asked torank coun-  G2G and B2B talks,
tries in terms of current and  and gaining from

future manufacturing com-  the fallout of China-

petitiveness, in which China .
was declared the numero uno. US trade war, India
should be able to

No wonder major MNCs such
reduce its trade

as Samsung, Toshiba, LG and

scores of US MNCS hav‘e allset  4eficit with China
up shop in China. China has

also cultivated itslarge pool of /E———
non-resident Chinese, offering

them incentives to participate in socio-economicinitiatives
in mainland China, with a Cabinet-rank minister to look
after their affairs. Belatedly, India has also set up a separate
ministry to help NRIs contribute to India’s economic
growth, but needs to play a proactive role.

While India’s average hourly compensation costin man-
ufacturing rose from $§0.73 to $1.58in 2012,in Chinaitrose
from $0.6 to $3.06. However, Chinese lending rates have
remained low—from 3.3% in 2002 to only 4.4% in 2012,
whereas Indiaregistered adrop from 11.9%to0 9.7% forthe
same period. Cost of land, of course, is another story.

Apparels, electronic goods, telecom, pharma products,
oilseeds, gems and jewellery, chemicals, tobacco, plastics,
marine products, cotton textiles, synthetics and rayon tex-
tiles,and leatherare some products that have a bright future.

To feed its billion-plus population, Chinaisabigimporter
of farm products,reaching almost 10% of global trade.With
exports of our agricultural products reaching almost $40
billion, India has a major stake in gaining access,which cur-
rently is mired in Chinese regulatory maze. Similarly, India
is the world’s largest producer of rice, whereas China is the
biggest importer of this commodity.And with China import-
ing 3.4 million tonnes of raw sugar per year,which is subject
toaquotasystem providing concessional tariff,India’s sugar
industry should be able to negotiate a way in. Similarly,
export of sesame seeds has not made much headway as
Indian export attracts 10% duty,whereas African countries
enjoy zero duty and have captured 90% of Chinese market.

Astrategy forimport substitution and attracting invest-
ments in telecom, solar power, bulk drugs and drug inter-
mediaries,auto components,industrial machinery for dairy,
agriculture, food processing, textiles, paper, chemicals, etc,
and, last but not the least, electric vehicles and lithium-ion
batteries needs to be pursued vigorously. Given intensive
G2G and B2B negotiations, and gaining from the fallout of
the China-US trade war, India should be able to substantially
reduce its trade deficit with China in the years to come.

Given intensive

A complex relation

RBI should persist with ongoing efforts to unclog the
financial system and widen financial access

CPL. For goods that are priced in the pro-
ducer countries, insofar as a country like
India has multiple import partners, once
again it is the trade-weighted exchange
rate that matters. As the US dollar consti-
tutes less than 10% of India’s trade-
weighted exchange rate index, it appears,
in the first instance, that the rupee-dollar
bilateral rate that dominates news and
financial markets is grossly misdirected.
Overturning conventional wisdom:
Inaseries of academic papers over thelast
few years, the International Monetary
Fund (IMF) chief economist Gita Gopinath
and her co-authors have emphasised the
prevalence of dollar invoicing in interna-

S RAJAN

The author is a professor at the Lee Kuan Yew School
of Public Policy, National University of Singapore

tional trade. They have gone on to show
that dollar changes vis-a-vis the home cur-
rency (rupee, for instance) are the main
drivers of trade prices and quantities, a
phenomenon they refer to as the “domi-
nant currency paradigm” (DCP).

The DCP is likely of even more rele-
vance to East Asian countries that are
more closely connected than India to
globalvalue chains (GVCs),inwhich dollar
trade invoicing is prevalent. However, to
the extent that India is a heavy oil
importer (80% of its petroleum needs are
imported), and oil—like most other com-
modities—is primarily priced in dollars,
India too is not exempt from the DCP.

Also, to the extent that many emerging
economies have large external liabilities in
dollars, theyarelikely to be especially sen-
sitive tobilateral dollar changes,asasharp
home currencydepreciation to the green-
back could impact firms, both by raising
the home currency value of external lia-
bilities with negative balance sheet reper-
cussions (if the corresponding assets are
predominantly in home currency terms)
as well as by reducing their ability to
finance dollar debt repayments. The con-
sequence of the home country’s deprecia-
tion vis-a-vis the dollar appreciation is to
curtail international trade and negatively
impact economic activity.

Therefore, other things equal, while
rupee depreciation against the dollar
could improve India’s trade balance and
provide a degree of economic stimulus,
working against this is the negative effect
of higherimport costs aswell as a deterio-
ration in balance sheets and tightening
credit conditions due torising debt service
costs.The net effect of such exchange rate
movements is, therefore,ambiguous on
inflation, trade and overall output.

Conversely,whilea depreciating green-
back may initially help reduce imported
commodity inflation, it could also lead to
abuild-up of foreign currency debt,hence
raising a country’svulnerability over time.
Thus, while the exchange rate is certainly
important for a country like India, it is
unclear what exchange rate to pay closest
attention to and in what direction.

Implications for policy: While there
is not much a country like India can do to
impact dollarinvoicing of commoditiesin
the short term, it should aim to reduce its
direct vulnerability to exchange rate
changes as a step towards enhancing the
overall resilience of the economy against
external financial shocks. But the recent
announcement of a $10 billion sovereign
bond issuance seems tobeastep in exactly
the opposite direction. The government,
for its part, should also carefully consider
the potential risks of currency exposurein
deciding on sovereign bond issuances. If,

on balance, the belief is that the benefits
of accumulating external foreign currency
debt (in terms of lower interest costs and
less crowding out of domesticinvestment
domestically) are worth the risks (of depre-
ciation of the rupee vis-a-vis the funding
currencyand consequent adverse effects),
it is advisable to spread the borrowings
across a diversified basket of currencies.

Such a diversified basket would make
the financial channel of exchange rate
changes more dependent on trade-
weighted exchange rate changes rather
than bilateral ones. While the financial
channelwould stillimpact the economyin
adifferent direction from the trade chan-
nel (i.e. REER depreciation improves trade
balance, but worsens balance sheets), RBI
could aim to ensure REERis broadly stable
viasterilised FX operations,while the MPC
can focus solely on the direct and indirect
impacts of interest rate changes on infla-
tion first and foremost,and then output.

While it is paramount RBI maintains
publiccommitment toits inflation target
as a means of anchoring inflation expec-
tations, it should also persist with efforts
to unclog the financial system and widen
financial access to enhance effectiveness
of interest rate transmission, while using
macroprudential polices to mitigate the
build-up of vulnerabilities.In these efforts,
one hopesthat governmentactions donot
work at cross-purposes with RBI.
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UNION MINISTER for Minority Affairs
Mukhtar Abbas Naqvi presented in
Lok Sabha data on the rates of unem-
ployment across major religious
groups over the last three unemploy-
ment surveys conducted by the
National Sample Survey Organisation
(NSSO)and the Periodic Labour Force
Survey (PLFS). The three sets of data
correspond to the Employment and
Unemployment Surveys conducted
over the 66th Round (between July
2009-June 2010) and 68th Round (be-
tween July 2011-June 2012) by the
NSSO as well as the PLFS (between
July 2017-June 2018). The unemploy-
ment rates have been disaggregated
for males and females as well as ur-

The rise of unemployment rate,
within various religious groups

UNEMPLOYMENT IN USUAL STATUS AMONG MALES

ACROSS MAJOR RELIGIOUS GROUPS
RELIGIOUS 66HROUND | 68tHROUND PLFS
GROUP (2009-10) (2011-12) (2017-18)
RURAL URBAN  RURAL URBAN  RURAL URBAN
Hinduism 15 | 29 17 | 28 57 69
Islam 19 | 25 22 38 67 75
Christianity 2.6 | 2.2 34 44 69 89
Sikhism 27 | 56 13 35 64 72

UNEMPLOYMENT IN USUAL STATUS AMONG FEMALES
ACROSS MAJOR RELIGIOUS GROUPS

RELIGIOUS 66THROUND 681HROUND PLFS

GROUP (2009-10) (2011-12) (2017-18)
RURAL URBAN RURAL URBAN = RURAL URBAN

Hinduism 14 | 58 14 52 35 100

Islam 20 68 39 44 57 145

Christianity 60 = 46 64 88 88 156

Sikhism 17 | 83 13 55 57 169

Source: Minority Affairs Ministry

T1P FOR READING LIST

ban and rural areas.

Workers in the “usual status” cat-
egory include (a) persons who
worked for a relatively large part of the
365 days preceding the date of the
survey, and (b) persons from among
the remaining population who had
worked for atleast 30 days during the
reference period of 365 days preced-
ing the date of the survey. Category(a)
refers to “principal status” and the cat-
egory (b) to “subsidiary status” and
the “usual status” definition includes
both. As such, usual status is a more
relaxed measure of unemployment.
For instance, some of the unemployed
under “principal status” might be
working in a subsidiary capacity.

A BIOGRAPHY OF THE SEMICOLON

OF ALL the punctuation marks in English
writing, the semicolon is perhaps the most
controversial. Writers have always been
divided over its necessity and effective-
ness. Stephen King dislikes it, as did Ernest
Hemingway and George
Orwell, while Herman Melville
and Henry James loved it. In
Semicolon: The Past, Present,
and Future of a Misunderstood
Mark, historian and teacher
Cecelia Watson traces the his-
tory of this punctuation mark,
from its evolution to the pres-
ent, and the various controver-
sies surrounding it.

The semicolon has two
main functions. One of these is to segre-
gate words into groups that are already
punctuated with commas — for example,
“Gorakhpur, Amethi and Azamgarh in
Uttar Pradesh; Patna, Vaishali and
Nalanda in Bihar; Dhubri, Barpeta and
Guwahatiin Assam...” It is the other func-
tion that is usually controversial. As a
mark that has a hierarchy between the
comma and the period, the semicolon of-
ten separates two clauses that could have

SEMICOLON

$)

ﬂlll.li WA ban

served as independent sentences. Some
sentences work well with the semicolon,
while others can be clumsy.

Invented in Venice in 1494 by printer
and publisher Aldus Manutius, the semi-
colon for long had no strictly
defined function. In the nine-
teenth century, as newer and
newer grammar rules entered
the discourse, disagreements
over where and when to use
the semicolon became fre-
quent. In her biography of the
semicolon, Watson uses a
range of examples, from Milton
to Martin Luther King Jr to
Raymond Chandler, and argues
that grammar fanatics should ignore the
rulebooks and focus instead on commu-
nicating better.

“Does this mean anything goes? Not
in the least,” The New York Times writes
in its review. “Watson opposes conven-
tions only as they exist to spare us from
thinking. Don't just learn the rules, her
clever, curious book prompts us; learn to
ask, whose rules (and to admire that
semicolon while you're at it).”
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SIMPLY PUT QUESTION 8 ANSWER

What does the quarter-percentage-point cut in interest rates by the US central bank — the first rate cut
since the financial crisis of 2008 — indicate? How is India likely to be impacted?

ANILSASI
NEW DELHI,AUGUST 1

LATE WEDNESDAY evening India time, the
United States Federal Reserve announced a
quarter-percentage-point cut in interest rates
— the first rate cutin 11 years.

What makes this rate-cut action — the
first since the global financial crisis broke in
2008 — more significant is that barely six
months previously, the US Fed was on a
hawkish rate-hike trajectory, moving in the
direction of bolstering the debt-laden
American economy.

Why the rate cut by the Fed?

The Fed has cited concerns about the
global economy and muted US inflation
among the key reasons for the decision to cut
rates, and signalled a readiness to lower bor-
rowing costs further if needed. At the same
time, the central bank has underlined that
the US economy grew “at a healthy pace”
over the first six months of the year.

Financial markets had expected the quar-
ter-percentage-point rate cut, which lowered
the US central bank’s benchmark overnight
lending rate to a target range of 2%-2.25%.

In a statement issued at the end of its
two-day policy meeting, the Fed said it had
decided to cut rates “in light of the implica-
tions of global developments for the eco-
nomic outlook as well as muted inflation
pressures”. It “will act as appropriate to sus-
tain” the record-long US economic expan-
sion, the central bank said.

A cut up to at least 75 basis points in the
Fed funds rate had been expected by the end
of the year, with the rate-cut cycle beginning
from August. (One bps is equivalent to one-
hundredth of a percentage point.) Fed
Chairman Jerome Powell, however, under-
lined that the rate cut was merely a “mid-cy-
cle adjustment to policy”, thus ruling out
multiple sequenced cuts in rates.

Does the cut indicate a shift in policy?
The cut in policy rates follows months of
pressure from US President Donald Trump,
who has been pushing the American central
bank for a cut in rates to stoke growth. Powell

Federal Reserve chair Jerome Powell holds a news conference following the
Federal Open Market Committee Meeting on Wednesday. Reuters

has repeatedly pledged to follow economic
data, and has resisted the nudges from the
President — only to change course sharply now.

“Information received since the Federal
Open Market Committee met in June indi-
cates that the labour market remains strong
and that economic activity has been rising at
a moderate rate,” the Fed said in its state-
ment. “Job gains have been solid, on average,
in recent months, and the unemployment
rate has remained low.”

The Federal Open Market Committee
(FOMC) is a panel within the Fed that is re-
sponsible for setting policy rates. The ambi-
guity in the Fed was reflected somewhat in
the vote on the decision, with two members
of the 10-member FOMC opposing the deci-
sion to cut rates.

The decision failed to impress Trump,
who has been calling for a big rate cut. The
President scoffed at Powell, posting on
Twitter: “What the Market wanted to hear
from Jay Powell and the Federal Reserve was
that this was the beginning of a lengthy and
aggressive rate-cutting cycle which would

keep pace with China, The European Union
and other countries around the world... As
usual, Powell let us down... We are winning
anyway, butIam certainly not getting much
help from the Federal Reserve!”

What will be the impact on emerging
market economies, including India?

Theoretically, a rate cut in the US should
be positive for emerging market economies
(EMEs), especially from a debt market per-
spective. Emerging economies such as India
tend to have higher inflation and, thereby,
higher interest rates than those in developed
countries such as the US and Europe. As are-
sult, FlIs would want to borrow money in the
US at low interest rates in dollar terms, and
then invest that money in bonds of emerging
countries such as India in rupee terms to earn
a higher rate of interest.

When the US Fed cutsits interest rates, the
difference between the interest rates of the
two countries increases, thus making India
more attractive for the currency carry trade.

A rate cut by the Fed would also mean a

greater impetus to growth in the US, which
could be positive news for global growth. But
this could also translate into more equity in-
vestments in the US, which could temperin-
vestor enthusiasm for emerging market
economies in a proportionate manner.

How did the stock markets react; why?

Indian stocks tanked on Thursday. While
domestic factors such as dismal July car sales
data and slower GDP growth projections
played a role in the selloff, one of the major
factors was Powell’s characterisation of the
rate cut as a mid-cycle adjustment. Markets
have taken this as a sign that sharp further
cuts were not imminent.

Thursday’s sell-off dragged benchmark
indices to fresh five-month lows, with the
BSE Sensex slipping below the 37,000 mark.
The broader Nifty50, too, breached the
11,000 mark in the intra-day trade. Bonds in
India too, fell as investors trimmed bets on
aggressive interest-rate cuts in high-yield
markets after the signal from the US Fed.

The sharp fall in yields of government se-
curities over the past month have already
priced in the Fed’s action. Amajor 50 bps cut
by the RBI expected next week will likely
trigger a further rally in the bond market. (As
investors buy government bonds, prices in-
crease, and yields fall. Alower yield indicates
lesser risk, but if the yield offered by a bond
is higher than what it was whenissued, there
is a chance that the government that issued
the instrument could be financially stressed
and may be unable to repay the capital).

According to analysts, there are also con-
cerns thatif Asian emerging market currencies
such as the rupee continue to weaken sharply
against the dollar, that may result in central
banks such as the RBI turning more cautious
about cutting the policy rate too aggressively.

The Fed’s tempered outlook on rate cuts
found a reflection in the US markets. The
Dow Jones Industrial Average and the S&P
500 lost over 1% after the statement.

Asian markets traded mostly lower Thurs-
day, with Hong Kong’s Hang Seng falling 0.7%
and the Shanghai Composite 0.8%. Japan’s
Nikkei, however, bucked the trend. Britain’s
FTSE 100 fell 0.2% and Germany’s DAX
dropped 0.1%. But France’s CAC40 rose 0.4%.

THIS WORD MEANS: CONSULARACCESS (TO KULBHUSHAN JADHAV)

What IC] ordered; Pak has ‘oftered’ to India

SHUBHAJIT ROY
NEW DELHI, AUGUST 1

PAKISTAN has “offered” India consular access
to Kulbhushan Jadhav,who hasbeeninjail in
Pakistan since March 2016. The former Indian
Navy officer was sentenced to death by a
Pakistani military court on charges of espi-
onage and terrorism. Late Thursday evening,
India was “evaluating” the Pakistani proposal.
The Hague-based International Court of
Justice (ICJ) had ordered on July 17 that Pakistan
must undertake an “effective review and re-
consideration” of Jadhav's convictionand sen-
tencing, and grant consular access to him with-
out delay. The IC] upheld India’s stand that
Pakistanis in egregious violation of the Vienna
Convention on Consular Relations, 1963.
What is the concept of “consular access”?
Consular access simply means that a
diplomat or an official will have a meeting
with the prisoner who is in the custody of
another country. Usually, during the meet-
ing, the diplomat will first confirm the iden-
tity of the person, and will then ask some ba-
sic questions — on how he/she is being
treated in custody, and what he/she wants.

Depending on the response, the diplo-
mat/official will report back to his/her gov-
ernment, and the next steps will be initiated.

The principle of consular access was agreed
tointhe 1950s and 60s. The Vienna Convention
on Consular Relations (VCCR) was framed in
1963, at the height of Cold War. This was a time
when “spies” from the US and USSR were
caughtineach other’s countries and across the
world, and the idea was to ensure that they
were not denied consular access.

All countries agreed to the principle, and
more than 170 have ratified the Vienna
Convention, making it one of the most uni-
versally recognised treaties in the world.

But, its implementation has faced chal-
lenges. While international law has long
recognised the right of missions to assistand
protect its nationals detained abroad, the
ability of a consulate to provide effective aid
has been heavily dependent on the prompt
receipt of information of the detention, and
timely access to the detainee.

Under Article 36 of the VCCR, at the re-
quest of adetained foreign national, the con-
sulate of the sending State must be notified
of the detention “without delay”. The con-
sulate has the right “to visit a national of the

Jadhav’s wife, mother met him across a
glass partition in 2017. P11

sending State whois in prison, custody or de-
tention, to converse and correspond with him
and to arrange for his legal representation”.

No time interval is indicated for granting
consular access. But it must be provided in
all cases where a foreigner is “arrested or
committed to prison or to custody pending
trial or is detained in any other manner”, re-
gardless of the circumstances or charges.

Indian diplomats in Islamabad were dis-
cussing the terms and conditions of the con-
sular access to be provided to Jadhav.

The key issues on the table: how many
Indian officials would conduct Jadhav’s inter-

view; for how long would they meet him;
would Pakistani officials other than security
personnel be present as well; would there be
a glass partition between them and Jadhav;
would they be allowed to have physical con-
tact with him, etc.

After the ICJ order, the Pakistan Foreign
Ministry had said Jadhav had been informed
of his rights under Article 36, Paragraph 1(b)
of the VCCR. It had said that Pakistan would
grant consular access to him “according to
Pakistani laws”, the modalities for which
were being worked out.

Indiais arguing that Article 36, Paragraph
1(a) of the VCCR says “consular officers shall
be free to communicate with nationals of the
sending State and to have access to them.
Nationals of the sending State shall have the
same freedom with respect to communica-
tion with and access to consular officers of
the sending State”.

India has asked Pakistan to grant “full
consular access” to Jadhav in “full compli-
ance and conformity” the IC] verdict and the
Vienna Convention. India wants to ensure
that the meeting does not become a sham
like the one in December 2017, when
Jadhav’s mother and wife visited him.

One tribunal for all river water disputes: why the proposal, how it will work

AMITABH SINHA
PUNE, AUGUST 1

TRIBUNALS SO FAR

ON WEDNESDAY, Lok Sabha gave its ap-
proval to a proposal to set up a permanent
tribunal to adjudicate oninter-state disputes
over sharing of river waters. The Bill cleared
by Lok Sabha seeks to make amendments to
the Inter-State River Waters Disputes Act of
1956 that provides for setting up of a sepa-
rate tribunal every time a dispute arises. Once
itbecomes law, the amendment will ensure
the transfer of all existing water disputes to
the new tribunal. All five existing tribunals
under the 1956 Act would cease to exist.

Why the change

The main purpose is to make the process
of dispute settlement more efficient and ef-
fective. Under the 1956 Act, nine tribunals
have so far been set up. Only four of them
have given their awards. One of these dis-
putes, over Cauvery waters between
Karnataka and Tamil Nadu, took 28 years to
settle. The Raviand Beas Waters Tribunal was

Raviand Beas
Vansadhara

Punjab, Haryana, Rajasthan
Andhra Pradesh, Odisha

RIVER STATES WHEN SET UP

Godavari Maharashtra, Andhra, Karnataka, MP, Odisha 1969

Krishna (Tribunal-1) ~ Maharashtra, Andhra, Karnataka 1969

Narmada Rajasthan, MP, Gujarat, Maharashtra 1969

Cauvery Karnataka, TN, Puducherry, Kerala 1990

Krishna (Tribunal-Il) ~ Karnataka, Andhra, Telangana, Maharashtra 2004

Mahanadi Odisha, Chhattisgarh 2018

Mahadayi Goa, Karnataka, Maharashtra 2010, reconstituted 2013

1986

2010, reconstituted 2012

STATUS

1980 award being implemented

1976 award being implemented
1979 award being implemented

2007 award challengedin SC, later merged with 2018 SC judgment
Decision in December 2010, matter now in Supreme Court

Under adjudication

One award in 1987, matterin Supreme Court

Under adjudication

Award in August 2018, Goa asked for reconsideration, under adjudication

setupinApril 1986 and itis still to give the fi-
nal award. The minimum a tribunal has
taken to settle adisputeis seven years, by the
first Krishna Water Disputes Tribunal in 1976.

The amendment is bringing a time limit
for adjudicating the disputes. All disputes
would now have to be resolved within a
maximum of four-and-a-half years.

The multiplicity of tribunals hasled toan

increase in bureaucracy, delays, and possible
duplication of work. The replacement of five
existing tribunals with a permanent tribu-
nalislikely toresultina 25 per cent reduction
in staff strength, from the current 107 to 80,
and a saving of Rs 4.27 crore per year.

The current system of dispute resolution
would give way to a new two-tier approach.
The states concerned would be encouraged

to come to a negotiated settlement through
a Disputes Resolution Committee (DRC).
Only if the DRC fails to resolve the dispute
will the matter be referred to the tribunal.

How it will work

In the existing mechanism, when states
raise a dispute, the central government con-
stitutes a tribunal. Under the current law,

the tribunal has to give its award within
three years, which can be extended by an-
other two years. In practice, tribunals have
taken much longer to give their decisions.
Under the new system, the Centre
would set up a DRC once states raise a dis-
pute. The DRC would be headed by a serv-
ing or retired secretary-rank officer with ex-
perience in the water sector and would have
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Subdued tax revenues indicate that the economic slowdown
may be more entrenched than it is believed to be

ATA RELEASED BY the Controller General of Accounts (CGA) paints a wor-

rying picture of the government’s finances. The Centre’s gross tax revenues

grew by amere 1.4 per cent in the first quarter of the current financial year,

and are likely to be well below nominal GDP growth for the quarter. In com-
parison, the Union budget pegged tax revenues to grow by 18.3 per cent this year. Last year,
the Centre’s tax revenues grew by 8.4 per cent (as per CGA) — below nominal GDP growth.
This indicates that the trend of a rising tax to GDP ratio has been reversed. The first quar-
ter numbers also suggest that the Centre’s tax revenues will now have to grow by a stag-
gering 22.3 per cent in the remaining part of the year to meet the budgeted target. Though
collections are likely to rise in the coming quarters, achieving this target is a tall task, es-
pecially with a more entrenched slowdown in economic activity.

The break-up of the headline tax numbers reveals that direct taxes (both corporate
and personal income tax) grew at a modest 9.7 per cent in Q1, but growth was well be-
low the budget target of 18.6 per cent. Notwithstanding sluggish economic growth
which would impact corporate profitability and taxes, corporate taxes, which grew by
6.3 per centin Q1FY20, are typically lower in the first quarter, rising thereafter. But, the
impact of the lowering of tax rates on most entities, as proposed in the budget, might tem-
per these estimates. Income tax collections have continued to grow at a healthy pace,
clocking 12.3 per cent in the quarter ended June. The surcharge on the super rich will
boost collections further.

But the concern on the indirect tax side continues. Indirect taxes, excluding compen-
sation cess and taxes of UTs, actually contracted by 4.9 per cent in Q1FY20. While part of
the slippage in GST collections could be on account of IGST allocations, the slowdown in
economic activity may well have exacerbated the situation. Also, compliance hasn’t re-
ally picked up as pointed out by the Comptroller and Auditor General in its audit report.
Part of this shortfall could be offset by higher excise and customs collections, which will
pick up in the coming quarters as the proposals mentioned in the budget are rolled out.
Yet, the larger message from the tax data, of subdued economic activity, is worrying. It is
possible that the slowdown is more entrenched that it is believed to be. Limited fiscal
space means that monetary policy is the only game in town. But monetary policy has
limited ability to stimulate growth in the short term, especially when the transmission
of lower rates to the broader system remains restricted. The outlook for growth remains
hazy in the near term.

EAT, PRAY, LOVE

Zomato has stood firmly by pluralist principles and
heartwarmingly punctured a stereotype

PERSON PROFESSING the Hindu religion in Jabalpur and observing Shravan

in a ritually sectarian fashion has turned the spotlight on an India divided,

earned widespread derision, and shown that the majority online are not

bigoted. He declined to accept a Zomato order delivered by a Muslim, and
when he took his peeve to Twitter, the company’s handle responded: “Food doesn’t have
areligion. Food is a religion.” In a nation that has weathered centuries of restrictions on
commensality, the tweet constituted a resounding affirmation of modernity. The com-
pany’s CEO joined in the conversation, sticking up for diversity and stating that he was not
“sorry to lose any business that comes in the way of our values.” Reportedly, he supported
the actions of his staff and assured them that they would not have to knuckle under to cus-
tomer demands that were racial or attacked diversity.

As the conversation proceeded, though, it may have become obvious that standing up
to bigotry may actually be good for business. While a small minority supported the ac-
tions of the peeved customer in Jabalpur, the volume of derision he has earned drowned
out their voices. Critics pointed out that to retain ritual purity, he would have to take ab-
surdly extreme precautions. He would have to check if his food was cooked by co-religion-
ists, and that the delivery executive’s vehicle did not run on fuel imported from a Muslim
nation. At the same time, Zomato received congratulatory messages from all quarters, in-
cluding politicians, businessmen and influencers, for defending the idea of a diverse India.
Standing up for one’s principles, it appears, is not necessarily detrimental to business.

India’s corporate culture is not celebrated for being led by liberal principles. On the con-
trary, itis widely criticised for cronyism, for seeking patronage from power and safe mar-
kets among majorities. Against that backdrop, Zomato’s moral determination to hold the
line stands out in sharp relief. It has also busted the stereotype that young digital compa-
nies are actuated purely by the profit motive in the marketplace, and by the conservative
views of deracinated techies in the boardroom. And it has answered one of the oldest
questions about capitalism: Does morality matter in business? It does. Two tweets have
won the company more goodwill than an expensive ad campaign would have. More sig-
nificantly, they have gone some way in reaffirming public faith in the value of decency.

ALL’'S NOT WELL

BCCI must realise that if it does not bring in anti-doping
reform, it will be made to do so

HE INDIAN CRICKET board has long been an ostrich in matters of accounta-

bility. Its dreams of putting in place a self-sustaining T20 league which can

rope in the world’s finest talent — like America’s NFL, NBA and World Series

baseball — was realised in this last decade when the IPL turned monstrous in
proportion. What did not follow for the BCCI, however, was the American insistence on
integrity. Doping is the single biggest threat that can shred the credibility of any sport
that wants to be taken seriously. But the way the BCCI has handled the positive test of its
brightest young star, Prithvi Shaw, shows its casualness towards the modern day sport’s
most important protocol. Shaw was let off after a process in which the anti-doping code
wasn't strictly adhered to and there was no transparency in hearings.

The government has cracked the whip and in coming days might make it difficult for
the BCCI to go on believing it exists in a separate sporting universe. India, which notori-
ously sat second on doping charts in Olympic disciplines and won a measly total of 2
medals, has gone on believing all's well with cricket. Testing protocols are hardly followed
in the world’s richest league, the problem compounded by the fact that India’s prima
donnas have always resisted WADA'’s regulations. So, while the world’s greatest names
like Roger Federer and Usain Bolt are answerable to the dope tester’s 6.30 am call and ob-
ligated to fill in the whereabouts forms, cricketers are rarely tested or punished once they
return a positive sample.

The BCCI system has misused discretion in handing Shaw a lenient punishment that
will deter no one. The BCCI leads the world in cricket’s general obstructionism to any anti-
doping reforms. Cricket’s audience, too, needs to demand clean performances if the sum-
mer slam isn’t to turn into WWE with balls and bats played by fully covered men with

something to hide.
HEE B -
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WORDLY WISE
THERE IS NO LOVE SINCERER THAN

THE LOVE OF FOOD.
— (GEORGE BERNARD SHAW

Health care is ailing

But a National Medical Commission is no cure-all.
Many important questions remain

K SujATHA RAO

THERE ARE SIX reasons why governments
would like to regulate medical education.
One, to ensure that doctors are appropriately
trained and skilled to address the prevailing
disease burden; two, to ensure that medical
graduates reflect a uniform standard of com-
petence and skills; three, to ensure that only
those with basic knowledge of science and
aptitude for the profession get in; four, to en-
sure ethical practice in the interest of the pa-
tients; five, to create an environment that en-
ables innovation and research; and six, to
check the corrosive impact of the process of
commercialisation on values and corrupt
practices. The question is whether the
National Medical Commission Bill passed by
Rajya Sabha on Thursday addresses these
concerns.

The problem of inappropriately trained
doctors of varying quality has been known
since decades. The report of the Mudaliar
Committee set up in 1959 had devoted sub-
stantial space to pointing out how doctors
had neither the skills nor the knowledge to
handle primary care and infectious diseases
that were a high priority concern then as
now. Likewise, standards vary greatly with
competence levels dependent upon the col-
lege of instruction. In professionalising the
MCI, with experts for all levels of education
and practice, the NMC Bill can be a
gamechanger.

It has the potential to be more nimble in
setting curricula, teaching content, adding
new courses and providing the much needed
multisectoral perspectives. More impor-
tantly, the NMC has the potential to link the
disease burden and the specialties being pro-
duced. In the UK, for example, it is the gov-
ernment that lays down how many special-
ists of which discipline need to be produced,
which the British Medical Council then ad-
heres to.In India, the MCI has so far been op-
erating independently. This gap can be
bridged by the NMC. Given the right people,
itis also possible that the NMC can encour-
age and incentivise innovation and promote
research by laying down rules that make re-
search a prerequisite in medical colleges.

It is in curbing unethical practice and
commercialisation of medical education that

Itis a fact that the MCI
required a college to be
inspected 25 times to get
final recognition, each being
a rent seeking exercise. That
“inspector Raj”, as the
Health Minister noted, will
be done away with, is indeed
a positive step. But in relying
only on the NEXT as the
principal substitute is to
abdicate governance.
Undoubtedly, there are grey
areas giving scope for
corrupt practices and
production of substandard
doctors. It would have been
preferable to have tested the
waters, examined the
implications and then
introduced the reform rather
than including it in a law
that is difficult to amend.

the Bill falls short. Today, there are 536 med-
ical colleges with 79,627 seats. Of them, 260
or48.5 per cent are private with 38,000 seats.
The bill allows differential pricing with free-
dom for the college managements to levy
market determined fees on 19,000 students,
under what is called the management quota.
This is admission for those with the ability
to pay. There are colleges that are rumoured
to arrange admission and the degree for a fee.

To counter such practices, the Bill has pro-
posed mandating the NEET and NEXT.  was
Secretary, Health, when these two concepts
came into the policy dialogue. The NEET was
mooted by the then board of governors for
three reasons: One, to reduce the pain of stu-
dents having to take an estimated 25 exam-
inations to gain admission in a college; two,
given the abysmal level of high school edu-
cation, to ensure a minimum level of knowl-
edge in science, and three, to reduce corrup-
tion by restricting student admission to those
qualifying the NEET. Measured against these
three goals, the experience has been mixed,
demanding a rethink.

The NEXT is an idea borrowed from the
UK that has for over seven years been strug-
gling to introduce it. In all such countries, the
licensing exams are stretched into modules,
not a multiple choice questions type of exam.
The underlying belief is that in centralising
the qualifying examination, a college with
the largest number of failed students will au-
tomatically close down. Following from this,
the Bill has virtually given up inspections for
assuring the quality of education.

Itis a fact that the MCl required a college
tobe inspected 25 times to get final recogni-
tion, each being a rent seeking exercise. That
“inspector Raj”, as the Health Minister noted,
will be done away with, is indeed a positive
step. But in relying only on the NEXT as the
principal substitute is to abdicate gover-
nance. Undoubtedly, there are grey areas giv-
ing scope for corrupt practices and produc-
tion of substandard doctors. It would have
been preferable to have tested the waters,
examined the implications and then intro-
duced the reform rather than including it in
alaw that is difficult to amend.

The excessive reliance on a battery of di-

agnostic tests is reflective of both commercial
considerations as well as weak knowledge.
Students spending lakhs to become doctors
resort to unethical practices to recoup their
investment and pollute the system. In the US,
despite tight regulations and remunerative
payment systems, there is still substantial
unethical practice. The Bill, in reducing over-
sight, allowing extensive discretionary pow-
ers to government to set aside decisions of
the NMC, making it virtually an advisory
body, gives scope for the current state of af-
fairs to continue, only at a higher premium
nullifying the major need for reform of the
MCI. This is the most worrying aspect of the
NMC. In other words, the MCI got into disre-
pute only when commercialisation of med-
ical education set in in the 1990’s, and the
amendment of the MCI Act in 1993, reduc-
ing the autonomy of the MCI and making it
subservient to government. This has now
been taken to another level in the Bill.

The Bill has other irritants — like permit-
ting aregistered medical practitioner to pre-
scribe medicines. Left vague, much will de-
pend on the rules. While there is a need to
decentralise, to give to non-medical person-
nel some powers and authority, it needs tight
regulation and supervision. Given our inabil-
ity to enforce the Drugs and Cosmetics Act, as
seen in the rising rate of the antimicrobial re-
sistance problem, the issue of which comes
first needs to be carefully examined.
Prudence may be advisable. Another irritant
is the continuance of the two parallel streams
of producing specialists. By not bringing the
DNB under the purview of the NMC, the DNB
system is left open to abuse.

No law is perfect. It is dependent upon
the people who interpret and implement it.
Government has, under this Bill, arrogated
toitself an unprecedented power to appoint
people in the various arms of the proposed
structure. The quality and integrity of these
people will then define the future of the
health system in India. We hope for the best
as the long, bitterly fought battle to reform
the 86-year-old MCI comes to a close.

The writer is former Union health secretary,
Government of India
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KILLING JNU

Throttling of academic freedoms will also affect campuses elsewhere

APOORVANAND

SEPTEMBER 20 IS the birthday of
Chandrashekhar, the young left leader who
was killed in Siwan in 1997. He was a student
of Jawaharlal Nehru University, the president
of its students’union. We organise an annual
memorial lecture in his name at Patna. This
year, we decided to invite a professor from his
university to deliver the lecture. She said a
cautious yes, as she was not sure if she would
be given leave. For the past three years, teach-
ers of JNU have seen their leave applications
rejected, not only for popular lectures like the
one above but also for seminars organised by
professional bodies or their peers. But we in-
sisted that she should try. We wrote her a for-
mal invitation letter.

Before my colleague could submit my let-
ter with her application for leave to the au-
thorities, she herself was sent one by them.
It was a chargesheet. She was one of the 48
teachers who were asked to explain why ac-
tion should not be taken against them for hav-
ing participated in a protest last year at the
administrative block. The chargesheet has
been framed under Rule 14 of the Central Civil
Services (Classification, Control,and Appeal)
Rules 1965 and invokes sections of the CCS
(Conduct)Rules 1964. Failing to explain their
“crime” to the satisfaction of the authorities
can invite penal action.

We knew then that her application for
leave would not be accepted. She is one of the
foremost scholars of her field internationally,
a respected public voice and a much-loved

Academics with their long
engagement with knowledge
have the tools to test the
political and policy
promises offered to people.
They must share it with the
public to help them take
informed decisions. So, they
need freedom, not for their
own sake but for the good of
the society.

teacher. But in the eyes of the authorities of
the JNU she is merely an “employee” they can
discipline with rules.

Teachers had always thought that they
were not government employees. Vice
Chancellors also knew that they do appoint
teachers but they are not their subordinates.
Teachers are regarded as minds which func-
tion best when not constrained. If you ask for-
mer vice-chancellors of JNU,they would talk
fondly about the cordial relations they had
with the faculty. It was an honour to be ac-
cepted as by the community of people, which
included scholars such as Bipan Chandra,
Romila Thapar, Namvar Singh or Tanika
Sarkar. But the current administration in the
JNU treats the teachers as its “employees”.
The invocation of the civil services rules to
discipline them is the latest in the list of its
atrocities. To tell a teacher that she cannot air
her views freely, cannot write or speak pub-
licly without the permission of the “compe-
tent authorities” is to take away from them
not only their rights but also their fundamen-
tal duty.

Indemocracies, people take decisions. But
they do not have the intellectual wherewithal
to examine the claims of the “powers that be”
which seek their consent to rule them.
Academics with theirlong engagement with
knowledge have the tools to test the political
and policy promises offered to people. They
must share it with the public to help them
take informed decisions. So, they need free-

dom, not for their own sake but for the good
of the society. Academic freedom is slightly
more than the freedom of expression. It is a
basic necessity without which the business
of knowledge cannot be conducted. All
democracies therefore resist the temptation
of controlling the campus. Peers decide, not
state bodies.

We have been lucky to get a replacement
for the lecture. But the damage done to JNU,
if goes unchallenged, could affect university
life elsewhere in the country. Indian cam-
puses might resemble the campuses of the
Stalinist era and academics would function
as government spokespersons.

There is more happening at JNU which
should attract public scrutiny. Creation of
management, engineering and medical
schools to marginalise the humanities and
social sciences, the automation and vulgari-
sation of the admission process and the tak-
ing away of powers of the faculty in the ap-
pointment of new faculty and violating the
principles of seniority is destroying the
unique character of the university.

It is beyond the capability of the faculty
and students of JNU to save it from an admin-
istration which is at war with it. It is the duty
of the society, not only its alumni ,who are in
powerful positions, to speak up. The exis-
tence of spaces like JNU help us to think about
possibilities which can become a reality.

The writer teaches Hindi in Delhi University
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CHAVAN UNDER FIRE

AMEETING OF the pre-split AICCwill be held
in Bangalore on August 17 and 18. The
Congress Working Committee took this de-
cision today. There was a blistering attack on
YB Chavan, Deputy Prime Minister, at the
CWC meeting for his mishandling of the first
list of ministers. Bhola Paswan Shastri, leader
of the Congress Party in the Lok Sabha, Yunus
Saleem and Vinayak Acharya led the attack
They were supported by some others. When
the attack was in full cry, Chavan left the
meeting possibly in a huff. At one point,
when Chavan said he took the blame for all
that had happened, Mohammad Ali
shouted,” Don’t try to defend, yourself.”

Chavan said the list of nominees would show
that the interests of minorities, women and
Harijans had been adequately safeguarded.

ANARCHY ON RISE

NANAJI DESHMUKH, JANATA Party General
Secretary said here that anarchy was fast en-
veloping the country. Speaking at a rally to
mark the death anniversary of Lokmanya
Tilak, he said, “politics of opportunism does-
n'tbehove a country of greatideals and lead-
ers of the calibre of Shivaji, Tilak and
Mahatma Gandhi. Society should boycott
and isolate such power crazy elements.” He
wondered whether such leaders considered
they could serve the nation and society only

through the seat of power.

FAREWELL TO ARMS
ABATCH OF 100 rebel Mizos led by “Colonel”
Vanthanga, former “Commander-in-chief”
of the banned Mizo National Army bid
farewell to arms, surrendered themselves
before Mizoram’s Inspector-General of
Police, Ved Marwabh, and signed the oath of
allegiance to the Indian Constitution at a sim-
ple ceremony in the police complex at
Aizawl. The government reciprocated the
gesture, giving an initial rehabilitation grant
of Rs 1,000 each and a promise of industrial
and agricultural loans to enable them to start
their careers afresh.
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Remaking home

Divides between private colonies, flats and government housing reinforce the city’s
isolating character. Urban spaces need better designed homes and an egalitarian housing policy

WHAT THE OTHERS SAY

It is the duty of richer nations to do all they can to hold back the soaring
temperatures which they did most to produce. — THEGUARDIAN

A step for
gender justice

The law that criminalises instant talaq
is framed by constitutional morality

ing to instant talaq. In short, criminalising
instant talaq was the only option.

Triple talag was not only a wrong
against an individual, but it was an attack
on the society in general. The government
deserves appreciation for bringing a law

GAUTAM BHATIA

TOSAY THAT there is no housing crisis in India
is to make a statement of little value.
Homelessness is on the rise, and has been for
the past half a century. Eight years ago, after
the 2011 Census, the demand for new hous-
ing was at 25 lakh units. With a great burst of
building — mostly sub-standard and low cost
units — the central government and state
housing agencies added a sizeable number to
the mix. But with demand rising exponentially
and related to increasing migration numbers,
the current requirement for shelter stands at
301akh units, more than double from the turn
of the century.

Yet, the government’s ineffective home
building programmes proliferate. The Pradhan
Mantri Awas Yojana aims to provide cheaper
houses quickly to low income groups, with
substantial interest subsidies on housing loans.
The previous scheme, Awas Yojna, has been
attempting the same since 1985 without
much success. State housing boards have sim-
ilar unachievable goals. Every year, more
houses are constructed; yet, every year the de-
mand increases.

Is this a sane policy for providing homes?
When anidea has failed consistently wouldn’t
a different approach make more sense?

In the early 1950s, new houses in most
cities relied on the bungalow model — a free
standing home, single storied, spread on pri-
vate land, and bounded by walls. The home’s
ownership,independence and property rights
were paramount. Nearly 70 years later, despite
a 100-fold increase in city population density
and land values, little has changed from that
ideal. The provision of a shelter is still wracked
by the archaic ideal of ownership, still bur-
dened by the unjustified expense of conven-
tional construction, and still stuck to the im-
practicality of old space and design ideas.

Why is the dream of living in a home tied
to ownership? Is the home less of a home if it
belongs to someone else? The outmoded no-
tion of a building in self-ownership, as a pri-
vate family asset, is the primary hurdle in the
quest for affordable housing. And in seeking
to remedy the situation, four factors need to
be evaluated in the search for a new model.

First, of utmost importance is to put a halt
to the growing privatisation of the city, which
would in effect do away with more private
ownership of land and buildings. The current
situation creates unfortunate divides between
private colonies, flats and government hous-
ing — contributing to insecurity and gated
colonies. So far, the isolating quality of the
Indian city has beenreinforced by divisions of
profession, ethnicity and economic status.
Where is in the world will you find cities with
officially recognised subdivisions — Bengalis
in their own enclave (Chittaranjan Park),
lawyers in Niti Bagh, Jews in Jewtown and
Parsis in Parsi Colony. Would white Catholic
office secretaries live in their own suburb out-
side New York, away from Black Presbyterian
bus drivers?

By discouraging home ownership, the city
becomes more open and accessible to a
greater number of new residents, thus creat-
ing the potential for a more diverse economic,
ethnic and religious mix. Stringent urban land
reforms would be the first step in that direc-
tion. By making housing part of city infrastruc-
ture projects, the government takes away land
and construction from private builders and
creates diverse pockets of housing in different
parts of the city. Short-term rights to a home
should ideally be the goal, such that citizens

have easy access to subsidised rental housing
without legal rights of ownership. Rental units
instead would allow residents to live close to
office and employment, keeping the neigh-
bourhood changing and dynamic.

Second, itis imperative that a system of tax
incentives and new rental regulations be used
to achieve that goal. One of the key reasons for
ashortfallin middle income housingis the un-
willingness of ahome owner torent out when
the legal rights grossly favour tenants. Besides
obvious change in rental laws, the government
needs to examine the current stock of available
housing and create an equitable rental policy.
The imposition of a high un-occupancy tax on
buildings that are vacant will help to inhabit
almost a third of private housing that remains
empty in most cities. Take, Delhi. The city —in-
cluding Gurgaon and NOIDA — is burdened
with over two lakh unoccupied mid and high
income housing. At the same time, there is a
desperate requirement for housing three lakh
low income and weaker section families.
Builders, however, continue to construct up-
scale luxury apartments because profit mar-
gins are enormous. Such insanity can only be
curbed when stricter construction restrictions
areinplace, and the government begins to see
housing as a social service and not a business
venture. Expanding the supply of low-income
housing — something the private developers
refuse to touch — will ultimately help the slum-
dweller to a natural upgrade.

Third, the current densities of residential
space need more efficient modifications. Do
living/dining rooms, and private bedrooms
have any value in new housing or would a
smaller multifunctional and compact unit
make more sense? Given the high land values,
unless there is an increase in floor area ratio
(FAR) with a complementary decrease in a
home’s occupancy footprint, economies of
scale will never be achieved in city residential
areas. In fact, subsidies on efficient space plan-
ning, environmental considerations and de-
sign that creates shared community spaces
should be encouraged and rewarded.

Fourth, because political concerns remain
enmeshed in changing civic status rather than
demonstrating concerns for physical improve-
ments, the Indian city continues to retain its
Third World label. Civic governance structures
need to be separate from politics, which s too
oftenahappy and willing partner in bartering
civic values for votes. The Delhi chief minister
recently announced that 1,800 unauthorised
colonies will grant home ownership rights to
its residents. The move comes a few months

There is a desperate
requirement for housing
three lakh low income and
weaker section families.
Builders, however, continue
to construct upscale luxury
apartments because profit
margins are enormous. Such
insanity can only be curbed
when stricter construction
restrictions are in place, and
the government begins to see
housing as a social service
and not a business venture.

CR Sasikumar

before the assembly elections and demon-
strates how the top leadership in the country
plays shamelessly with a city’s long range
plans for quick short-term gains.

By contrast, Brazil’s intervention in its
Favelas or slum tenements upgraded individ-
ual houses after a rigorous survey of families,
providing design improvements, ventilation,
storage space and utilities where needed.
Singapore replaced their poorer tenements
altogether with a basic high rises of low cost
low income housing integrated into the fab-
ric of the city. By such inclusion the poorer sec-
tions were no longer relegated to depressed
parts of the town but were granted space
everywhere. Unfortunately, the Indian con-
cept of “regularisation” works on the tacit ad-
mission that the city learn to accept the poor
as they are, where they are — in self-created
clusters outside the mainstream. They remain
socially isolated, and develop outside of the
norms of civic life — a necessary evil that can
be exploited as cheap manual labour and ef-
ficient vote bank.

Isn’'tit the combined future of the govern-
ment, architects, and planners to constantly
test new ideas related to local forms of urban
living? In Delhi, the new large-scale housing
developments of Nauroji Nagar and Kidwai
Nagar fall in the centre of the town and could
have been effectively used to demonstrate
radical new ideas of urban density, landscape,
car-less streets, water collection reservoirs,
green construction, alternative systems of en-
ergy and waste management and a mixed-
use home-work-recreation network. Instead,
a shabby mix of eight to ten storey tower
blocks adds yet another third-rate sight to the
already beleaguered city. Easy and quick
time-tested commerce has similarly shaped
Mumbai’s Bandra Kurla Complex and Indira
Nagar in Bengaluru. Over the next decade, as
millions of new migrants move to towns, a
radical view of the Indian home is the
only way to go.

It is no exaggeration to say that housing
in India is both inefficient, poorly con-
structed, thoughtlessly designed, and con-
forms to outmoded ideas that still hark to
the bungalow prototype. Unless more
thoughtfully-designed homes, with newer
materials and technologies, and a more egal-
itarian housing policy become part of future
government programmes, it is these citadels
of waste and decay that will remain the pub-
lic face of the city.

Bhatia is a Delhi-based architect and writer
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DEBATING TALAQ

INQUILAB HAS BACK to back editorials on
triple talaq, on July 31 and then on August
1. The August 1 editorial writes about the
“irony” of one side being so concerned
about the Unnao rape incident and the ac-
cident, which has the victim “fighting for
her life, and most of her family killed,
where the accused is a powerful MLA and
on the other hand, instant triple talag, with
the government so concerned, as if there
were no bigger problem than this one, at
present”. The newspaper writes: “There is
no doubt that this is a bad practice, but the
haste displayed while making a law against
this has never been seen in any other prob-
lem.” This, the newspaper goes on to say,
is when “Muslim organisations had de-
clared that they will through social reform
oppose this”.

Rozanama Rashtriya Sahara on July 26
compared the 1980s to now, when the “then
Congress government led by Rajiv Gandhi
had tried to interfere in Muslim personal
law”. But widespread protests forced the
government’s hand to reverse its stance.
Now, the people appear “unable to do any-
thing, laachaar”. It urges alook at facts, speak-
ing of “back-breaking inflation, unemploy-
ment, sharply rising inequality that affect not
just Muslim women but all women, includ-

ing Muslim women”.”When her son or hus-
band is unemployed, can the Muslim
woman be happy?” the editorial wonders.
Siasat on July 27 in an editorial after the
passage of the Bill in the Lok Sabha calls the
opposition parties and other parties who op-
pose the Bill to ensure that it not passed by
the Rajya Sabha. Siasat writes: “The govern-
ment will try many moves. And the
Opposition must be alert. Those who are
scared of opposing the Modi government
must also make their stand clear.” It writes:
“Muslims are watching and will use thisas a
test to examine their so-called commitment
to Muslims, their welfare and secularism. The
time for empty words will have to end.”
Etemaad (mouthpiece of the AIMIM)
writes about the government pushing all the
Bills it needs to consolidate its votebank in
Parliament. It writes the government that
hasignored the Sabarimala and Aadhaar or-
ders of the Supreme Court, has chosen to
bring out a bill for triple talaq instead of a
law to control mob lynching. When such
laws were brought against the majority
community, for example in the Sabarimala
case, it is stopped by an agitation. But
Muslims have been scared beforehand it-
self, so they do not oppose such laws. While
NIA is now a law stronger than POTA, it is
clear that Muslims are the only targets. Why
are steps not being taken to curb Hindu ex-

tremism? The newspaper calls for Muslims
to “use their democratic rights to express
their anger against the triple talaq bill, while
staying within the law.”

LAW AS HARASSMENT

Munsif on July 27 speaks of laws being hus-
tled inan unseemly rush intehaaijaldbaazi. It
takes special note of the RTI Bill, which, ac-
cording to the newspaper, makes Information
Commissioners almost “government ser-
vants” and quashes their autonomy and in-
dependence. The newspaper speculatesiif the
Modi government is wreaking vengeance on
RTIcommissioners for the five big orders they
gave which brought out the truth on the gov-
ernment. It terms the original bill a fine leg-
islation of the UPA2 era, now being crushed.
The July 28 editorial of Daawat, the fort-
nightly newspaper of the Jamaat-e-Islami,
focuses on the “anti-terror” law. It focuses on
the “misuse of such laws”. “Terror does not
end with these laws as the intention is not to
end terror. The intention is only to create new
means of harassment against people which
they take years to get out of,” the editorial
says. The newspaper writes that “earlier too,
the intention was to harass innocents and
push them in jail and this is what has hap-
pened. So, whenever attempts are made to
formulate ‘tough laws’ they are opposed”.

TRAGEDY IN UNNAO

Various editorials have taken note of the ac-
cident that wiped out several members of
the Unnao rape victim’s family. Etemaad on
July 30 writes about the BJP MP Sakshi
Maharaj meeting the accused, a BJP MLA, in
jail recently. It asks for phone records of the
truck driver, cleaner and owner scrutinised.
Sahara on August 1 wonders, sardonically,
why when “the Opposition is angry and
brought up this crash in Parliament and the
BJP claims to have suspended Kuldip Singh
Sengar, the accused BJP MLA, is justice not
forthcoming?” It calls for a CBI inquiry to be
speedily ordered.

MOURNING SHEILA

Sahara editorial on July 22 talks about the
tradition of leaders praising their oppo-
nents when they die. The editorial says it is
commendable that BJP leaders praised
Sheila Dikshit when she died. But why did
they notdo soin her lifetime? The editorial
points out that if it happens, “political ri-
valry can never morph into personal en-
mity”. The environment that will emerge
in India then will be very positive, the edi-
torial concludes.

Compiled by Seema Chishti

BHUPENDER YADAV

that terms it as offence; declaring it a pun-
ishable offence makes it an effective law.
The deterrence theory of criminology is
shaping the criminal justice systemin var-

jous countries.

ITIS Ahistoric moment for this country. The
arbitrary, unconstitutional and unreason-
able practice, generally called triple talaq,
has become a practice of past and now, an
offence. India has moved on from an era
when the name of movie was changed to
Nikah because there was a danger that if a
husband asked his wife to watch a movie
named “Talaq Talaq Talaq”, she may suffer
a heart attack as uttering talag, talaq, talaq
was considered as divorce.

The present legislation comes in the
backdrop of an evolving society, which has
influenced even Islamic states to make cor-
rective changes by legislation to Muslim
personal law. I congratulate our Muslim sis-
ters for getting their due right of equality,an
issue of paramount importance for the
present government. Eradicating the un-
fair practice of triple talaq has ended their
insecurity and uncertain future.

The fight against instant talaq was the
fight of every Muslim woman, though it
was started by an ordinary Muslim woman.
Talag-e-biddat left women insecure since
it was generally accepted and practiced by
the community, when a man wanted to
correct his mistake. There was no reason
for a woman in a civilised society to go
through this trauma. This fight, being the
fight of ordinary women against inequal-
ity and injustice, deserved the support of
the government that considers equality, as
outlined in the Constitution, its guiding
principle.

Bringing the law that declares triple ta-
lag an offence is a victory for the civil soci-
ety; it should not be seen as a political vic-
tory. Itis surprising how anyone can oppose
such a progressive law, which was essen-
tial for the women of one particular com-
munity, who were facing discrimination
due to this arbitrary practice.Itis disheart-
ening to see how those who have been talk-
ing about the Beijing declaration were
against the passing of this much-needed
law to ensure women'’s dignity.

Instant talaq concerns gender justice.
The law banning it is about ensuring hu-
man rights and providing liberty to women
to live with dignity. Many criminal offences
have civil consequences, for example, rash
driving. Crime involves punishment by the
government while a civil wrong is a wrong
against an individual that calls for compen-
sation to the wronged person.

Generally, civil action can provide only
compensation. What compensation would
be appropriate for a woman like Shah Bano,
who was divorced by her husband at 70?
There was need for alaw, which may act as

We also cannot ignore the constitu-
tional morality. The Supreme Court has
held that the practice of triple talaq is not
protected under religious freedom and the
same is against the dignity of women.
Gender justice is an important constitu-
tional goal and without accomplishing the
same, half of the country’s citizens would
not be able to enjoy their rights in reality.
When Article 51-A (e) of the Constitution
talks about renouncing practices deroga-
tory to the dignity of women, how can a
government not bring about an effective
law to end the practice? Articles 14, 15 and
21, which are a part of the basic structure
of the Constitution, make it clear that there
was aneed to bring a law, particularly since
the Court had declared that the ambit of
religious freedom does not cover triple ta-
lag. Democratic values will survive only
when people are guided by the constitu-
tional parameters.

Itis also important to note thatitis not
the first law to declare an unreasonable
and arbitrary act as an offence. There are
so many examples. For example, from the
ancient time, polygamy was permitted
amongst Hindus. But in 1860, the Indian
Penal Code made “polygamy” a criminal
offence. Next was The Hindu Marriage Act,
1955, which provides the conditions for a
valid Hindu marriage. One of the condi-
tions introduced was that neither of the
parties to the matrimonial alliance should
have a living spouse at the time of mar-
riage. Clearly, the practice of polygamy
among Hindus was eradicated by legisla-
tion and the same was made a criminal of-
fence through law. So the law criminalising
triple talaq is not the first instance of per-
sonal law being changed to ensure gender
justice in India.

So many reformative laws have beenin-
troduced by the state. One such law was
the Hindu Widows’ Remarriage Act. The is-
sue is not about religion or faith but the
concern for gender justice and gender
equality. In order to fully emancipate
Muslim women from an unjust and dis-
criminatory family law, their unique posi-
tion and experience at the intersection of
gender discrimination and religious dis-
crimination must be taken into account.

The present government deserves ap-
preciation for ensuring equality of women
in letter and spirit. What is held to be bad
in the Holy Quran cannot be good in
sharia. Or, whatis bad in theology is bad in
law as well.

The writer is general secretary,

adeterrent and prevent people from resort- BJP and MP, Rajya Sabha
LETTERS TO THE EDITOR
LIMITED LAW
THIS REFER TO the editorial, LETTER OF THE
‘Shortchanged by law’ and the article WEEK AW ARD

‘Power and Justice’ (IE, August 1). The
law against triple talaqg serves a dual
purpose for the government:
Humiliating the Opposition and mobil-
ising a section of the educated and pro-
fessional Muslims in big cities and
towns. The practice of triple talaq is no
doubt decadent. But the government’s
aim to confer justice and empower
Muslim women, in all likelihood, might
not be fulfilled. On the contrary it might
do more harm than good to the
wronged woman.

G Javaid Rasool, Lucknow

(GENDER JUSTICE

THIS REFERS TO the article ‘Taking down
patriarchy’ (IE,August,1).The writer’s
happiness over PM Narendra Modi’s
success in getting the anti- triple -talaq
bill passed is understandable. Now he
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needs to show the same zeal to get the
Women'’s Reservation Bill passed.
Tarsem Singh, Mahilpur

REFORM POLITICS

THIS REFERS TO the article, ‘A familiar
drama’(IE, August 1). Citizens will point
out that corruption is the norm among
bureaucrats, the police, and even the ju-
diciary has not been able to escape its
share of blame. India did have stellar
politicians B C Roy in Bengal and Y B
Chavan in Maharashtra. Therefore, the
need is to ensure that honest, educated
and well-meaning people join politics
and occupy positions of power. Let the
Election Commission allow debates
among the contestants in state-spon-

sored auditoriums that are televised or
shared through social media.

EMPTY BOAST

THIS REFERS TO the article, ‘The 50-day
journey’ (IE, July 31). It is wrong to talk
about high productivity in the current
Monsoon Session. The government has
bulldozed Bills on sensitive issues with-
out proper discussion and scrutiny.
Moreover, recent incidents of mob vio-
lence with forced sloganeering contra-
dicts the vision laid down under “sabka
saath, sabka vikas, sabka vishwas”.

Kaushik Mukherjee, Pune

Tenzin Zhimba, Gandhinagar
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Gender justice

Poor women are even more disadvantaged as
supplicants before powerful men

early seven years after the Nirbhaya tragedy
shocked India and the world at large, a 19-year-

old, who was allegedly raped in 2017 by a local
MLA in Uttar Pradesh’s Unnao district, is battling for
her life. Hooked to a ventilator, the girl’s latest trauma
began on Sunday. She was travelling by car with two
aunts and a lawyer from Unnao to Rae Bareli when a
truck with a “blackened number plate” rammed into
the vehicle. Whether it is an accident or not is now a
subject matter of official investigation, but India has
had a history of rogue trucks silencing those question-
ing the system. Since 2017, it’s been a long, difficult road
to justice for the family. Two years ago, the girl had
gone to Kuldeep Singh Sengar, a four-time BJP legislator
from Bangermau, for a job. The teenager accused him
of sexually assaulting her, but the family’s cry for help
went unheard till April 2018, when Sengar was arrest-
ed, days after the girl threatened to immolate herself
outside Uttar Pradesh (U.P.)Chief Minister Yogi Aditya-
nath’s residence in Lucknow. In the meantime, her fath-
er was arrested in an arms case and died in police cus-
tody. Helpless in the face of such brazen show of power,
the family wrote to the Chief Justice of India on July 12,
alleging grave danger from the accused. Ranjan Gogoi
got to know of the letter only on July 30 and expressed
displeasure about the delay.

The family did not get any relief from State govern-
ment agencies, which appear to have been complicit in
the cover-up, with the MLA belonging to the ruling par-
ty. The BJP has come under pressure from the Opposi-
tion to expel Sengar. In the Unnao case, muscle, money
power and the right political alignhment weighed heavi-
ly against the girl. As for crimes against women, U.P. has
a high rate, not least because many are reported, unlike
in some other States. According to National Crime Re-
cords Bureau figures, released in 2016 - the last time da-
ta were uploaded - of the 38,947 cases of rape reported,
the second highest was from U.P. (4,816). As for all
crimes against women, Uttar Pradesh reported 14.5%
(49,262 out of 3,38,954 cases) of the total. The Supreme
Court has ruled that five cases relating to the issue will
be transferred from U.P. to Delhi, and ordered the State
government to pay a 325 lakh compensation to the fami-
ly. This may bring some relief, even though justice has
been inordinately delayed. Despite the increased focus
on women'’s rights, nothing changes on the ground. Till
such crimes continue with impunity and patriarchal
mindsets don’t change, as a diverse and plural society,
India would have failed the girl, and every woman.

Fed's insurance policy

The rate cut is aimed at insuring against global
risks to favourable U.S. economic outlook

nounced its first reduction in the funds rate since
2008, a move that was widely expected. Elabo-
rating on the Federal Open Market Committee’s ration-
ale in deciding policy action, Chairman Jerome Powell
was emphatic that the aim was to provide a measure of
insurance, especially given that the outlook for the U.S.
economy remains favourable. The quarter percentage
point interest rate cut, he said, was designed to support
economic growth by ensuring that confidence was kept
intact and “intended to insure against downside risks
from weak global growth and trade policy uncertainty.”
In the space of less than three quarters, the Fed has pi-
voted from talking of further rate increases, to being on
hold, to finally cutting interest rates as a global econom-
ic slowdown is exacerbated by trade tensions un-
leashed by U.S. President Donald Trump’s aggressively
insular approach to trade ties. The U.S. economy, which
expanded by 2.9% in 2018 and posted a 3.1% expansion
in the first quarter, slowed to a 2.1% pace in the second
quarter, with the ongoing trade war with China blamed
for a manufacturing slowdown as well as a decline in
business investment. Just last week, the IMF pared its
forecast for global growth in 2019 by 0.1 percentage
point to 3.2%, warning that “risks to the forecast are
mainly to the downside”. The IMF cautioned that furth-
er trade tensions could dent sentiment and slow invest-
ment, a theme that Mr. Powell too referred to, when he
said the rate cut was intended “to help offset the effects
these factors are currently having on the economy.”
The Fed Chairman, however, finds himself in an un-
enviable situation with the rate reduction satisfying
neither the sharply critical President who appointed
him in 2018, nor the markets where investors fretted
that Mr. Powell had failed to signal the start of a pro-
tracted easing cycle. A fair part of the problem appears
to be of his own making as the central bank chief mud-
dled his messaging, speaking at one point during the
post policy press conference of a “somewhat more ac-
commodative stance”, and at another emphasising that
the move was not the start of a long series of rate cuts.
Central bankers at the best of times have a delicate ba-
lancing act to perform to ensure that policies to support
growth do not lead to a dilution of focus on price stabil-
ity. In the Fed’s case, Chairman Powell is clearly con-
cerned that with inflation in the U.S. stubbornly refus-
ing to move toward the central bank’s 2% objective,
there is a risk that persistent global disinflationary pres-
sures could at some point feed into the domestic econo-
my, undermining its efforts to spur wage and price
gains. For the RBI, the Fed’s move signals that, for now
at least, it can stay on its accommodative path in the
confidence that U.S. investors seeking rate arbitrage
may hit the pause button on plans to head home.

r I \he U.S. Federal Reserve on Wednesday an-

Marking Tipu’s legacy to foster historical temper

Developing an understanding of our conflictual pasts, and not retribution, is the way to deal with ‘historical wounds’

JANAKI NAIR

n a recent visit to the Un-
Oiversity of Leicester, I had

the opportunity of visiting
the newly established memorial to
Britain’s controversial King Ri-
chard 111, the last of the Plantage-
net Kings, and also the last British
King to die in battle in the War of
Roses against the Tudors. Richard
III (r. 1483-1485) also has the dis-
tinction of being the only British
King whose remains, found under
a parking lot in Leicester close to
the Cathedral, were identified by
mitochondrial DNA in 2012.

In 2015, he was reburied in the
Leicester Cathedral, under a sim-
ple yet beautiful gravestone, un-
adorned except for a coat of arms
in pietra dura. The ‘rediscovery’ of
his remains became the basis of a
controversy that was finally settled
in court, and the city of Leicester
has been the beneficiary, raking in
money from tourists who wish to
discover for themselves the legacy
of this controversial King.

Shakespeare’s portrait

Why controversial? Richard III’s
ascent to the throne, after his
brother’s children were declared
illegitimate, has been under a
cloud: did he ‘disappear’ his
brother’s son? Shakespeare, loyal
to his Tudor masters (the victors of
the Battle of Bosworth) fostered
the portrait of Richard III as a ma-
levolent ruler in his celebrated
play of the same name, from the
very first scene.

Shakespeare’s Richard III is
wracked by self-hate and doubt,
(“I am determined to prove a vil-
lain”) and invites the harshest
words from others: like “foul de-
facer of God’s handiwork”; “hell’s
black intelligencer”; “carnal cur”;
“bloody dog”; and “bloody
wretch”. Richard III was not
spared the ignominy of being de-
scribed as a hideously deformed,

“foul bunch-back’d toad” though
we now know he only had a
‘crooked’ spine. But it is what the
Leicester Cathedral has done to
this legacy that has interested me
the most: the display called for a
contemporary reconciliation with
the conflicting aspects of the me-
mory of this King, emphasising the
necessity of commemorating a
brave and remarkable soldier, des-
pite many popular memories to
the contrary. Richard III is no un-
blemished hero, and there is no at-
tempt to varnish that legacy.

The previous Karnataka govern-
ment had introduced a ‘Tipu
Jayanti’, which was scrapped by
the recently sworn-in Yediyurappa
regime in one of its first actions in
power. I wish the previous regime
had installed a ‘Museum to Our
Conflictual Pasts’, which would al-
low all visitors to come to terms
with the most controversial figure
of Mysore history, Tipu Sultan.
Such a museum would have al-
lowed both those who malign his
memory and those who celebrate
it to learn how to come to terms
with historical controversies — and
the Indian past is replete with ma-
ny such examples. Tipu Sultan for
long emblematised the valiant
struggle of Mysore against the Brit-
ish and, like Richard III, was the
only one to die on the battlefield
(all others were defeated by, col-
laborated or made their peace
with, the emerging British power).

Over the last few decades in
Karnataka, there has been a steady
inflation of shrill debates about Ti-
pu’s legacy. There are of course
those who focus on his undoubted
virtues, as the first early modern
ruler to put in place a form of eta-
tisme in the absence of a social
class which could undertake radi-
cal economic change; whose lust
for knowledge bequeathed to us a
marvellous library of books;
whose spectacular military suc-
cesses stunned the British, and
whose technological inventions —
particularly the rocket — were pil-
laged by the West; whose pen-
chant for restless innovation made
him try his hand at transforma-
tions that would only much later
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bear fruit (for instance his experi-
ments with silk production and his
interest in large scale irrigation).
The list is endless.

There is equally the memory,
particularly in South Canara, Ko-
dagu and Malabar, of Tipu’s real
and imagined excesses: his zeal for
conversion; his massacre of popu-
lations he considered hostile; and
his introduction of Persian as the
state language at the expense of
Kannada.

Reading multiple sources

Our ‘Museum of Conflictual Pasts’
would not stage Tipu’s brief and
embattled rule (17 years) as so-
mething requiring condemnation
or celebration, but present it as an
opportunity to develop a histori-
cal temper, a new sense of the
past. It would urge the visitor, and
especially the young visitor, to
think historically: to read a variety
of conflicting sources — including
the words of the man himself —
from the vantage point of his
times. The museum would make
the visitor ask why colonial ac-
counts of this indefatigable foe,
which necessarily cast him as a ty-
rant and a villain, enjoy such an
enduring influence up to the pre-
sent day; or to ask why the early

19th century Jain historian, Deva-
chandra, saw Tipu and Haider Ali
(his father) as just one moment in
a long Mysore past peppered with
desecrations, thefts, and destruc-
tions — particularly of Jain tem-
ples. Visitors could come to under-
stand why Tipu supported some
non-Muslim religious people and
institutions and not others and
why one temple was attacked but
another, located 700 metres away,
was left alone, as in Kodungallur
Kerala. They could equally ask
why he commandeered some
Muslim communities and not oth-
ers — the Navayat traders of Bhat-
kal recalled, in the richly textured
kaifiyats collected by Colin Mack-
enzie and magnificently annotated
by M.M. Kalburgi, that they were
made to perform Tipu’s govern-
ment work under duress.

Visitors to the museum could
ask why the Dewan of Mysore, Pur-
naiah, when asked by the British
in June 1799 about who they
should install after Tipu’s defeat,
replied that the memory of the
Wodeyars had all but been forgot-
ten, and then went on to serve the
British faithfully as a placeholder
for Krishnaraja Wodeyar III. What
does the rich symbolism of Tipu’s
court — his obsessive use of the tig-

Finding the data on missing girls

The figure quoted by the government fails to completely take into consideration deliveries in private hospitals

SABU M. GEORGE

emale foeticide continues to
Fincrease at an alarming rate,
as per the Sample Registra-
tion System (SRS) data released in
July for the period 2015-2017. The
sex ratio at birth (SRB) has been
dropping continuously since Cen-
sus 2011, coming down from 909
girls per thousand boys in 2013 to
896 girls in 2017, to quote the year-
ly Statistical Reports. In the 2014-
2016 period, of the 21 large States,
only two — Kerala and Chhattis-
garh — had an SRB of above 950
girls per 1000 boys. Thus at pre-
sent, at least 5% of girls are ‘elimi-
nated’ before they are born, des-
pite the promises of the Beti
Bachao Beti Padhao scheme.
Taking into consideration the
SRS estimates, the Niti Aayog ack-
nowledged the seriousness of the
problem in its latest report. Ho-
wever, despite all the officially ack-
nowledged facts, Women and
Child Development Minister Smri-
ti Irani claimed in the Lok Sabha
that SRB has improved from 923 to
931 girls. She was quoting data

from the Health Management In-
formation System (HMIS), a funda-
mentally flawed source that large-
ly considers home deliveries and
births in government institutions.
Data from the HMIS are incom-
plete and not representative of the
country as a whole as births hap-
pening in private institutions are
under-reported. The HMIS report
itself acknowledges that based on
the estimated number of births,
the number of reported births is
much less in both the years consi-
dered — 2015-16 and 2018-19.

Points of delivery

The differences among the three
points of delivery become evident
when SRB is calculated using data
from National Family Health Sur-
vey-4 (NFHS-4). Of the 2.5 lakh re-
ported births in the 2010-2014 pe-
riod, the distribution of births at
home, government hospitals and
private hospitals was 21%, 52% and
27% respectively and the corres-
ponding SRB figures were 969,
930 and 851.

Thus, private hospitals had a
disproportionate excess of male
children births, which the HMIS
sample excludes. It is to be noted
here that sources in the Niti Aayog
confirmed that they did consider
HMIS data but found after statisti-
cal examination that it was unre-
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liable and therefore used SRS.

Further, even when we only
consider institutional deliveries in
government hospitals, the SRB is
falling. The worst regional SRB for
government sector was for North-
ern India (885 girls per thousand
boys). The picture was somewhat
better for Central India (926) and
Southern India (940) while the
performance of Eastern India
(965) and Western India (959) was
even better.

In the Northeast, where the go-
vernment is the dominant health-
care provider, the government
sector SRB rivaled that of the priv-
ate sector (both are 900).

For too long, institutional births
have been the goal of the govern-
ment. That data for the private
sector are more skewed has not
been articulated in the NFHS re-

ports or adequately dealt with by
the Health Ministry. For two de-
cades, in visits to hospitals, partic-
ularly private, too often we ob-
served more male children even
when the total number of births
were small in number. So, we used
NFHS 4 data to quantify this bias.
It is criminal to use public funds to
privilege boy births and facilitate
discrimination against girls right
from birth. However, for years, in
the special neonatal care units
(SNCU) set up by the government,
there was an excess of about 8%
male children in several States.
Regrettably, the government
has prioritised an expansion of
SNCUs rather than deal with the is-
sue of the ‘missing girls’. Protect-
ing the integrity of birth statistics
will help the people, governments
and health professionals to focus
on ameliorating the known gender
gaps at birth rather than be com-
placent with dubious claims.

Bias over first-born child
An analysis of the NFHS-4 data al-
sorevealed a bias when it comes to
the first-born child — the SRB
among first-born children was 927,
meaning that 2.5% of first-born
girls are eliminated before birth.
This was not the case historically.
Our field visits to various parts
of India in the past five years, par-

er stripe for instance — and indeed
his adoption of Persian as the offi-
cial language tell us about the
quest for legitimacy? Moreover,
was the religious zeal of Tipu, the
son of a usurper, politically pio-
neering since his kingship had to
be seen as deriving directly from
god (hence Khodadadi — or god-gi-
ven — sarkar)?

Why is it that indisputable facts
—such as Tipu’s protection of Srin-
geri Math following the Maratha at-
tack in 1791, and his continued do-
nations to the place — equally
serve as testimony to his ‘secula-
rism’ and as an example of his pol-
itical chicanery?

Coming to terms with the past
Tipu Sultan, in short, provides us
with mind-boggling opportunities
to fulfil one of the most urgent
tasks of our times: to help people,
and young people in particular, to
come to terms with India’s many
conflictual pasts, to teach people
that understanding and apprecia-
tion, rather than revenge or retri-
bution, are the ways in which we
may deal with real and perceived
‘historical wounds’.

Karnataka’s pasts offer limitless
possibilities for such instruction,
and for refashioning the relation-
ship between history and memo-
ry. Such a ‘Museum of Our Conflic-
tual Pasts’ will help us to deal with
the inconveniences of the past,
and perhaps heal and reconcile,
instead of staging afresh the bat-
tles of history.

In a gigantic edifice dedicated to
the memory of the ‘Battle of the
Nations’, the city of Leipzig com-
memorates the successful battle
involving 6,00,000 people in 1813
against Napoleonic forces. The ad-
joining museum, however, ack-
nowledges the many achieve-
ments of Napoleon, and is free of
the vituperative celebrations of
victors. We too must find the re-
sources to develop a historical
temper that acknowledges the in-
convenient truths of our past.

Janaki Nair is Professor, Centre for
Historical Studies, School of Social
Sciences, Jawaharlal Nehru University

ticularly in Uttar Pradesh and Bi-
har, where one in every three In-
dians is born, revealed a massive
expansion of ultrasound clinics
even in remote corners. And in the
absence of a stringent implemen-
tation of the Pre-Conception and
Pre-Natal Diagnostic Techniques
(Prohibition Of Sex Selection) Act
(PCPNDT Act), practically anyone
who wants to determine the sex of
the foetus was able to get it done il-
legally. We are disappointed that
the Central Supervisory Board es-
tablished under the PCPNDT Act
has not met for over one-and-a-
half years. It should have ideally
met at least thrice during this pe-
riod. We hope the new Health Mi-
nister restores the regularity of the
meetings.

The Supreme Court has been
continuously reminding medical
associations since 2002 of their
obligation to follow the law, its lat-
est reminder being the formidable
92-page judgment against the Fed-
eration of Obstetrics and Gyneco-
logical Societies of India (FOGSI)
earlier this year. The Indian Medi-
cal Association (IMA) has to ensure
that private hospitals don’t profit
from discrimination against girls
before birth.

Sabu M. George has been a researcher on
girl children for 34 years
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A wake-up call?

The death of billionaire
entrepreneur and the
founder of Café Coffee Day,
V.G. Siddhartha, is
extremely saddening. The
market capitalisation of the
company has taken a
nosedive in the last few
days, which would force the
creditors to take a serious
haircut. Had he been part
of the U.S. system, there is a
very high chance that he
would have found a way to
deal with the creditors and,
most importantly, he would
have been alive. His death
just shows how nascent the
corporate debt markets are
in India, and how private
equity firms operate in the
country. Access to capital

markets is key for
entrepreneurship and for
businesses to thrive and
grow. Hence, this should be
a wake-up call for the
government to see that
capital is made available to
the firms with good growth
prospects, if it is serious
about making India’s GDP
reach $5 trillion and
beyond ( Front page,
“Siddhartha cremated in
family estate,” August 1).

VARAD SESHADRI,
Sunnyvale, California, U.S.

Criminalising talaq
Marriage is a civil contract
and criminalising what is
obviously a civil issue is a
step in the wrong direction.
The Centre’s logic that the

Triple Talaq Bill will act as
deterrent to the abhorrent
practice of instant talaq is
hard to digest. However,
the fact that Muslims take
recourse to this detested
form of divorce, even after
the 2017 Supreme Court
verdict, is a worrying
development and one
cannot but share the
government’s concerns
over this. Religion should
not be a factor when it
comes to the irresponsible
desertion of spouses and
children. Herein lies the
need for a common divorce
law, which the Bill fails to
address (Editorial, “Beyond
talaq,” August 1).

ABDUL ASSIS P.A.,
Thrissur, Kerala

= Rather than addressing a
social issue, the passage of
the Triple Talaq Bill through
both the Houses of
Parliament gives rise to
questions. The government’s
reasoning that it was giving
effect to the Supreme Court
verdict declaring it
unconstitutional is absurd,
considering that the
Bharatiya Janata Party was
opposed to the same court’s
verdict when it came to
allowing entry to women in
the Sabarimala shrine. The
Centre’s claim that it is a step
towards gender justice also
sounds false. The Act may
not be of much benefit as it
expects the victim or
someone from her family, in
most cases women who

come from the poorest
sections of the society, to
take up the issue against her
husband with the concerned

authority.

A.G. RAJMOHAN,

Anantapur

Unnao case

The Unnao case appears to
be a tragedy from the
medieval ages — a poor girl is
raped by the local

strongman, the state
machinery doesn’t help and
even the judiciary fails to
protect her family. (Front
page, “SC takes note of
complaint by rape survivor’s
family,” August 1). Instead,
her alleged tormentors keep
openly threatening her and
get her family members and

witnesses in the case
eliminated. This is a fit
occasion for the Supreme
Court to step in. A thorough
inquiry must be held under
its aegis, all culprits arrested
immediately and the trial
conducted on a day-to-day
basis. The victim and her
family must be provided
strong security. Let people
like her tormentors know
that rule of law does prevail.
In this regard, the fact that
the CBI has taken over
investigation in the case
surely comes as a welcome
development.

HARJAS BAINS,
Bassi Pathana, Punjab
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Is banning cryptocurrencies the solution?
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A blanket ban will push the currency into the
black market and stifle innovation

Recently, a government panel head-
ed by senior bureaucrat Subhash
Chandra Garg placed in the public
domain a draft bill calling for a
complete ban on private cryptocur-
rencies in India. The panel recom-
mended a fine of up to I25 crore
and a jail term of up to 10 years for
anyone found to be owning or han-
dling private cryptocurrencies. As
an alternative to private cryptocur-
rencies, the panel recommended the
introduction of a single cryptocur-
rency for the whole country that is
backed by the Reserve Bank of India
(RBI). Parag Waknis and Anil Anto-
ny examine the soundness of the pa-
nel’s recommendations in a conver-
sation moderated by Prashant
Perumal. Edited excerpts:

What do you think about the
Garg panel’s overall guidelines?
The volatility of private
cryptocurrencies is one of the
reasons being given to ban
them.

Parag Waknis: Volatility doesn’t
sound like a good rationale to ban
cryptocurrencies because if crypto-
currencies are volatile, so are many
other asset classes. We do not ban
investments in any other asset class
just because it is volatile. The deci-
sion of whether to invest in an asset
or not should be left to the investor.
The risk return calculation should
be done by the investor, not the
government.

Also, banning the consumption
of a good or service doesn’t really
mean that people will stop consum-
ing it. The market for the good or
service simply goes underground
and becomes hard to track. The
market continues to exist, but the
government cannot track it or tax it
to gain revenue. This applies to
cryptocurrencies as well.

It is true that the price of crypto-
currencies, especially bitcoin, has
been volatile. And that’s primarily
because of their design. Bitcoin, for
example, is designed in such a way
that its supply rises rapidly first, but
later very slowly, before stopping at
a certain point.

You said that banning a
currency would push it into the
black market. That would also

make it much harder for the
government to regulate it,
right?

PW: Yes, exactly. In most cases, if
the government feels that there is
enough rationale to regulate the
consumption of a commodity or a
service or investments in a crypto
asset, the best way forward is to
come up with a regulatory frame-
work that has incentives set right for
the users. Maybe you can have a tax
on capital gains from investing in
crypto assets, just like you have tax-
es on investments in other assets.

The Garg panel, while being op-
posed to the idea of private crypto-
currencies, still seems to be a fan of
the blockchain technology. It has
called for a national cryptocurrency
backed by the RBI, which would
probably be based on the
blockchain.

Anil Antony: The Garg panel op-
posing cryptocurrencies seems like
yet another case of a group of peo-
ple not really understanding a con-
cept and hence trying to ban it.
Most people equate cryptocurren-
cies with blockchain, but there is a
huge difference between them. The
cryptocurrency is just one applica-
tion of the underlying blockchain
technology. The blockchain tech-
nology has a lot more potential
beyond cryptocurrencies.

Anissue raised against
cryptocurrencies is that they
aren’t really backed by an
underlying commodity or a
sovereign government. But do
you think it’s absolutely
essential that a currency needs
to be backed by a commodity or
an institution for it to be widely
accepted in the market?

PW: No. The way we define money
is that it is a generally accepted me-
dium of exchange. So, it’s just trust
that basically drives the value of mo-
ney. There is nothing to back it, ex-
cept trust. When two strangers have
no other way of transacting with
each other, when there’s no way
they can verify the creditworthiness
of each other, money helps. That’s
all that we basically need. We need
trust for that.
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Now, what does a crypto asset or
a cryptocurrency offer? It is right
that it is not backed by anything.
But it doesn’t really require any
backing in the sense that, as long as
people hold the expectation that a
particular asset will have value, it is
sufficient.

Sois it the value that people
think the currency will possess
in the future that really drives
its value?

PW: Exactly. Yes. Cryptocurrencies
allow people to conduct anony-
mous transactions. The price of bit-
coin, for example, is driven by the
access to the anonymity that it off-
ers its users. People may also want
to keep their wealth in some asset
that gains in value over a period of
time. So that is the worth or the
“right” that people are paying for
when they’re buying
cryptocurrencies.

There are also cases where fiat
money has retained value even
when the bank has ceased to exist.
For example, in Somalia, the central
bank and all the concerned institu-
tions had ceased to work at some
point. But people still continued to
value the Somalian currency. So
there was no backing at all for the
currency, but people still believed
that it had value and they continued
to use the currency in transactions.
So the strength of a particular asset
boils down to what people think
about it.

When talking about anonymity,
the common objection to
cryptocurrencies is that they

c) A digital currency issued by
the RBI that gets misused

by criminals can affect trust
in the existing fiat currency
protocol.

can be used to finance various
criminal activities. So, do we
require government
regulations to prevent their
misuse, or are there other
market mechanisms to deal
with the problem?

PW: I have done some research
linked to this using money search
models, where there is a set of com-
peting monies, which could also be
cryptocurrencies, and I basically
show that there is a certain equili-
brium where competing suppliers
of cryptocurrencies would behave
in a disciplined way. Theoretically,
cryptocurrency providers could is-
sue an unlimited amount of their
money. But they’re competing
against each other, so the competi-
tion forces them to restrict their
supply to a minimal amount that
would help maintain the value of
their currency. Thus the discipline
imposed by market competition can
prevent cryptocurrency providers
from overissuing their currencies.
We can also think about discipline
in terms of reputation effects. For
example, if there is a paper curren-
cy, and it turns out that it can be
used to finance, let’s say, crime, ter-
rorism, or anything similar, there is
the reputation of the supplier at
stake.

So there are some ways by which

the market can discipline crypto-
currencies. But I think regulation, in
terms of having the right rewards
and punishments in place, would
help. Not actions like banning stuff.

AA: Just to add to this... right now,
one of the most comprehensive sets
of regulations surrounding this de-
bate on cryptocurrencies being
used for various nefarious activities
is being discussed across the world.
It is one of the biggest concerns eve-
rywhere. One of the most compre-
hensive sets of regulations for cryp-
tocurrencies is being brought in by
the European Union. The EU is put-
ting in a bunch of regulations to
tackle money laundering, and it is
called the AMLD-5. It is a bunch of
norms to make crypto transactions
more secure. It has a lot of very
stringent KYC regulations and self-
declaration laws which every holder
of a crypto wallet or user needs to
adhere to. Crypto exchanges are all
expected to maintain a database
that is transparently shared bet-
ween countries. It is not foolproof,
but the EU has started creating a
bunch of regulations that could be-
come stronger over time. This could
be the best way to go forward rather
than putting a blanket ban on cryp-
tocurrencies, because the presence
of cryptocurrencies is very impor-
tant for the further development of
the blockchain.

When you impose a blanket
ban on private currencies, thus
effectively nationalising the
market for cryptocurrencies,
what exactly are the
implications for innovation?

AA: In 2018, in the Silicon Valley
alone, almost $2.9 billion worth of
private venture funds have gone in-
to blockchain start-ups. In tech hubs
across the world, we are seeing bil-
lions pumped into the blockchain
technology. In this scenario, if we
decide to put a blanket ban on all
cryptocurrencies, then our technol-
ogy entrepreneurs will suddenly
lose the incentive to work in the sec-
tor. You simply can’t just build
blockchain applications out of thin
air. Right now, currencies are the
only viable practical application of
the blockchain technology even
though it can be extrapolated to a
lot of other sectors. So, for the sake
of innovation, I think even if the go-
vernment is bringing in a state-

backed currency, it will be better if
the other currencies are also al-
lowed to operate with sufficient
regulations.

Also, when we are speaking
about a country like India, in terms
of size, cryptocurrencies constitute
a very, very minor share of the total
amount of money that is already be-
ing used to carry out various activi-
ties in the black economy. But the
potential rewards that could come
out of the blockchain technology
are big.

If cryptocurrencies form such a
minuscule part of the black
economy, why are
policymakers so concerned
about cryptocurrencies being
used to finance criminal
activities?

AA: 1 would say nobody really ex-
pected cryptocurrencies to become
such a big factor in such a short pe-
riod of time. Right now, the global
market capitalisation of cryptocur-
rencies is almost $120 billion. And
that’s just the tip of the iceberg, it
could get way bigger over time.

What impact will
cryptocurrencies have on the
central bank’s control over
monetary policy? Is there a
good case for a national
cryptocurrency issued by the
central bank, as proposed by
the Garg Panel?

PW: People will move to alternative
assets and seek more anonymity on-
ly if they lose trust in government
institutions. So, as long as the trust
is maintained, monetary policy
doesn’t face any particular threat
from cryptocurrencies.

When it comes to a central bank-
issued digital currency, there is a
loose consensus, especially among
monetary economists from the New
Monetary School, that there is no
case for governments issuing cryp-
tocurrencies because it would
create a lot of problems in the form
of contradictions in existing regula-
tions and the government will have
to deal with severe mismatches in
regulations. Secondly, there are rep-
utation effects. A digital currency is-
sued by the RBI that gets misused by
criminals can affect trust in the ex-
isting fiat currency protocol. I don’t
think a central bank would want to
take that risk.

Conscience-keepers at the helm

The Congress cannot wish for democratisation of
the party while continuing to rely on the Gandhis

MOHAMMED AYOOB

Congress MP Shashi Tharoor is an
eloquent and articulate member of
the Lok Sabha. He is one of the few
independent-minded parliamentar-
ians of the Congress. He might have
been the obvious choice for the posi-
tion of the leader of the party in the
Lok Sabha but was denied the posi-
tion because the “conscience-keep-
ers” (his term) of the Congress were
afraid that he would outshine them
and exhibit their mediocrity.

Change in election process

His recent interview published in The
Hindu demonstrated his indepen-
dent streak. In it, he argued that the
Congress could not afford to drift
aimlessly without a functioning pre-
sident, adding, “There is a difference
between a nominal leadership...and
an active leadership. An active lea-
dership would be far more engaged,
far more outspoken and far more vis-
ible than Rahul Gandhi has chosen
himself to be.”

More important, Mr. Tharoor con-
tended that the process of electing
the president of the Congress should
not be left to the Congress Working
Committee (CWC), itself a coterie of
appointed members most of whom
are unelected and unelectable. In-
stead, he said, it should be an open
process with party workers and func-
tionaries from across the country
voting for a new leader to replace Mr.
Gandhi as well as the CWC.

This, Mr. Tharoor argued, will pro-
vide the president and the party
greater legitimacy and, therefore,
greater credibility with the voters
both in the forthcoming Assembly
elections and in the 2024 general
election. Mr. Tharoor’s stance has
found great resonance among party
members across the board but has
rattled the senior leaders and mem-
bers of the CWC who continue to
hang on to their positions despite the
party’s abysmal performance in the
Lok Sabha election.

It was a surprise, therefore, that in
the same interview Mr. Tharoor re-
ferred to the Gandhi family as the
“conscience-keepers” of the Con-
gress and went on to say, “Whoever
takes the position, he or she has to
have the cooperation of the Gandhi
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parivar because the DNA of the party
is inextricably tied up to them.” He
believes that if a Congress president
was ever to take a position that was
inimical to the party’s ethos, the con-
science-keepers will speak out.

This position stands in stark con-
trast to the rest of the views that Mr.
Tharoor expressed about reforming
the party and holding open, demo-
cratic elections for the president and
the CWC. He appeared to underscore
this contrast when he said that the
current scenario resembled the “old
days, before Independence,” when, if
the Congress president did someth-
ing and Mahatma Gandhi conveyed
disapproval, that would have been
enough for the president to under-
stand and presumably apply correc-
tive action.

A contradiction

There are two major concerns re-
garding this formulation. First, com-
paring the Gandhi parivar, which
thrives on sycophancy and trades on
its increasingly remote ideological
and even biological relationship with
Jawaharlal Nehru, to the Mahatma is
a brazen insult to the tallest leader of
the freedom movement. Second, the
notion that during the struggle for in-
dependence the Congress needed a
“conscience keeper,” even one of the
stature of Mahatma Gandhi, is ques-
tionable. Conscience keepers detract
immeasurably from the democratic
spirit of movements and parties. The
Mahatma’s machinations as the sup-
er boss of the party that led to the
forced resignation of the democrati-
cally elected president of the Con-
gress, Subhas Chandra Bose, in 1939,
are a testimony to this fact. Bose’s
alienation had major implications for
the freedom movement that have not
been adequately analysed so far.

I would contend that Mr. Tharoor
should seriously think through the
contradiction in his reasoning on the
issue of “conscience keepers”. It is
quite inconsistent with the rest of his
sensible argument regarding the
need to democratise the Congress in
order to rejuvenate it.

Mohammed Ayoob is Non-Resident Senior
Fellow, Center for Global Policy, Washington,
DC, and University Distinguished Professor
Emeritus of International Relations,
Michigan State University
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The village advantage over a Michelin starred restaurant
Respecting water, soil and forests is the only way to get wholesome food

SHONALI MUTHALALY

I’'m powered by curiosity,
fried grasshoppers and a
wizened old lady. The
route to Pryda village, set
deep within the West Khasi
hills of Meghalaya, involves
a gruelling one hour trek.
Fortunately Spermon Khar-
naijor has volunteered to
guide me. The sprightly vil-
lage matriarch, probably in
her late 70s, skips from
rock to shaky rock as we
climb uphill, with an im-
pressively firm grip on my
wrist to haul me past the
more challenging portions.

A few hours ago we were
at a dramatic meeting of
the tribes in Shillong
helmed by the Internation-
al eco-gastronomic move-
ment Slow Food. The meet-
ing brought together about
600 delegates representing
140 tribes from over 58
countries. Spending three
days among pastoralists,
honey gatherers, yak her-
ders, reindeer breeders,
fishermen and farmers
made me develop a new

respect for ingredients and
the people who bring them
to our dining tables.

As a food writer, I spend
time learning from chefs
and mixologists, who use
complicated, impressive
techniques to tease and
primp ingredients into
flamboyant menus and so-
phisticated cocktails. It is
humbling to be reminded
that ultimately everything
depends on ingredients.
And the only way to get
quality ingredients is by
respecting water, soil and
forests, just like the indige-
nous people do.

Admittedly, it is easier
said than done in a world
that bristles with processed
food, and in which taste
buds have been trained to
crave the addictive alche-
my of fat, salt and sugar
that comes in every bagged
snack. I try. I gingerly sam-
ple crunchy Eri silk worms,
reputed to taste like crisps.
(They don’t!) Eat lunch
with a surprisingly tasty
and tangy ant chutney. And
snack on salted deep-fried

grasshoppers.

Then, I head to Pryda for
lunch. A pig has been
killed, and every part of it
has been sensibly used, so
nothing goes to waste. A
sturdy table in the village
schoolhouse is laden with
food, much of it unfamiliar.
There are bowls filled with
fresh green herbs and a hef-
ty pot fragrant with sau-
téed mustard leaves. At the
centre of the banquet is the
pork curry — rich, spicy
and delicious.

There isn’t a sauce bottle
or plastic packet in sight:
none of these flavours have
come out of a factory.
There are no chefs in the
kitchen; the community
has cooked together, bet-
ween cups of tea and gos-
sip. The vegetables were

harvested in the morning
from a garden behind the
school. The flavours are un-
complicated and alluring in
a way no Michelin starred
restaurant can compete
with.

As the sun dims, I jump
up realising I must leave
immediately if I am to
reach the main road before
the path is plunged into
darkness. Spermon presses
a cool package into my
hands as she hugs me good-
bye. It’s sohplang, a local
tuber, deftly wrapped in
banana leaves. I snack on it
thoughtfully as I walk back:
it is crisp, juicy and refresh-
ing.

Environmentalists warn
us incessantly that we are
marching towards a precip-
ice, propelled by competi-
tive consumerism. Can
looking towards the villag-
es save us? It may sound
naive but it is a seductive
idea. And I would rather
learn lessons from Sper-
mon and her ilk than be
disappointed, again, by yet
another Facebook warrior.

@he: PRindu,
FROM THE ARCHIVES

FIFTY YEARS AGO AUGUST 2, 1969
P.M. and Nixon’s discussion

In her final round of talks with President Nix-
on to-day [August 1, New Delhi], the Prime
Minister, Mrs. Indira Gandhi, got the distinct
impression that in its new thinking of Asia,
the United States was attaching great impor-
tance to better Indo-American relations in
the larger interests of peace and stability in
the region. The two Heads of Government,
who met for over three hours yesterday and
to-day [August 1] and discussed almost all as-
pects of the Asian situation, agreed in princi-
ple to explore the possibilities of a new pat-
tern of Asian security to ensure respect for
the sovereignty, independence, territorial
integrity and neutrality of the smaller coun-
tries of South-East Asia which were vulnera-
ble to both internal subversion and external
threats. Mrs. Gandhi is reported to have
pointed out that the Indian proposal for a
Regional Security Convention did not envis-
age any military guarantees but only politi-
cal assurances by the Big Powers and the ma-
jor countries of Asia, which were prepared
to subscribe to the Geneva principle of non-
interference in the internal affairs of these
small nations. India was not thinking in
terms of any political or military condomini-
um in Asia, under the auspices of the U.S.
and the Soviet Union, to protest the Asian
countries from possible dangers of Chinese
aggression.

A HUNDRED YEARS AGO AUGUST 2, 1919.

Race Riots in America.

A further recrudescence of racial rioting last
night [July 28 in Chicago], resulted in five
Negroes and two white men being killed,
and forty persons wounded. Racial rioting
was renewed this morning. One Negro was
killed and two others wounded. It is now
known that there were at least ten fatalities
last night. It is estimated that up to the pre-
sent twenty-five have been killed and five
hundred injured, and many of the latter are
not expected to recover. The authorities
have stopped tramcar and elevated railway
traffic in the disturbed area owing to the rio-
ters wrecking tramcars. Troops are in readi-
ness. The riots to-day [July 29], assumed the
character of a veritable battle. A hundred
thousand Negroes and an equal number of
whites, participated in the fighting in the
streets with knives, razors and revolvers. A
semblance of order was restored by the
Mounted Police riding over the dead and
wounded, and scattering the combatants,
but sniping, knifing and incendiarism conti-
nued in outlying streets.

A ND-NDE
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