8 ISSUES AND INSIGHTS

Develop corporate bond market sustainably

The stunted development s rooted in structural issues with the economy
and not the structure of markets

DIVA JAIN

architecture. In the belief that India’s

growth requirements necessitate a
market-based financial architecture, the
government has been eager todevelop a
corporate bond market to force a transi-
tion to a market-based system. While
such a belief is questionable since nei-
ther Germany nor Japan needed a cor-
porate bond market to fuel development,
the forced development of a corporate
bond market has predictably run into
several market hurdles.

In a highly informative RBI paper
titled “India’s Corporate Bond Market-
Issues in Market Microstructure”,

India has a bank-based financial

Shromona Ganguly provides significant
insight in to the state of India’s nascent
bond markets. Liquidity is shallow, a
majority of the bond sales are through
the private placement route; old, estab-
lished and high rated firms in the finan-
cial and infrastructure sector dominate
issuances and secondary market trading
activity and a large majority of bonds
outstanding are short- to medium-term
(two to five years) in tenure.

To surmount these issues, the gov-
ernment has considered several pre-
dictably high handed options. These
include giving regulatory recognition to
low rated debt, nudging corporations to
access at least 25 per cent of their debt
funding through bond markets and
employing a credit enhancement guar-
antee fund to facilitate low rated
issuances. These measures carry a sig-
nificant amount of risk. The savings and
loans crisis of the 1980s precipitated by
“junk bonds” should serve as a warning
against giving regulatory recognition to
low-rated debt.

Similarly, forcing firms to access 25
per cent of their debt capital from an
illiquid market will raise the cost of their
funding and will compel them to forgo

otherwise positive NPV projects thereby
depressing investment. Lastly, the 'star-
ring' role that firms offering credit
enhancement such as Freddie Mac, AIG
and MBIA played in the crisis of 2008
casts significant doubt on the sensibility
of using a credit enhancement guarantee
fund to jump-start corporate bond mar-
kets in India.

What the government needs to realise
is that markets develop organically and
they cannot be synthesised in a petri
dish with artificial albeit strong stimuli.
The two most important nutrients for
the development of markets are infor-
mation and institutions. Any debt con-
tract suffers from a moral hazard prob-
lem. This arises from the information
asymmetry (in favour of the borrower)
between the lender and the borrower.
The banks play a critical role in amelio-
rating this information asymmetry
through monitoring. Theoretically,
banks are supposed to have superior
information about the borrower and
greater access to the inner workings of
its business compared to an average
investor in the market.

Needless to say the information
asymmetry between borrowers and

lenders in India is much wider than in
developed countries. This immensely
amplifies the moral hazard problem. As
the recent fiasco (among many others)
involving PNB and Bhushan Steel shows,
Indian banks have time and again failed
miserably in their monitoring role. The
question arises is that when a large estab-
lished bank with immense resources
cannot monitor and control moral haz-
ard in lending to crooked Indian busi-
nessmen, why will an individual investor
in an atomistic market lend to Indian
businesses unless they are large, well-
established and highly rated. This is
exactly why the development of the
Indian corporate bond market is skewed.

The reason we don’t see low-rated
issues from smaller, younger, non-finan-
cial firms in the Indian bond market is
not because of lack of supply as the gov-
ernment believes but because of the lack
of demand. Investors don’t trust these
issuers and do not have enough infor-
mation to ex-ante evaluate good issuers
from bad.

The second ingredient for the suc-
cessful development of markets is insti-
tutional integrity. In a comprehensive
cross country study, Ross Levine and Asli
Demirgiic-Kunt (Financial Structure and
Economic Growth — A Cross Country
Comparison of Banks, Markets and
Development, MIT Press, 2001) show that

Sunrise for solar rooftops

The sector has grown rapidly overthe past year
just as capacity addition from ground-mounted
utility-scale system has slowed

JYOTI MUKUL

two parallel capacity addition

movements, the pace of which are
neither connected nor bring in any pre-
dictability to the government’s renew-
able energy target. One is the tradition-
al ground-mounted utility-scale solar
systems that put their entire power into
the grid; the other is rooftop genera-
tion, that can be either standalone or
connected to the grid.

India is aiming to install
100 Gw of solar power by
2022, of which 40 Gw is to
come from solar rooftop.
Over the past year, it is solar
rooftop installations that
have seen a record addition,
with large-scale ground-
mounted installations fac-
ing challenges ranging from
the abrogation of power

India’s solar power sector is seeing
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and increase in safeguard duty on pan-
el imports.

As of May 31, 2019, India’s installed
solar power capacity was 29.4 Gw out of
a total renewable capacity of 79 Gw.
According to a report of Bridge to India,
a renewable energy consultancy, the
country is estimated to have added a
record 1,836 Mw (1,000 Mw = 1Gw of
rooftop solar capacity in FY 2019, taking
the total to 4,375 Mw. This is still just 15

per cent of solar power generation but
as the Bridge to India report points out,
“Rooftop solar continues to grow rapid-
ly, registering a growth rate of 61 per cent
over the previous financial year."
Maharashtra (618 Mw), Rajasthan (393
Mw), Tamil Nadu (365 Mw), Gujarat (314
MW) and Karnataka (298 Mw) are the
top rooftop solar power-generating
states.

This pace in harnessing solar ener-
gy on the roof itself is in contrast to
utility-scale grid-connected solar,
where Bridge to India data
show that capacity addition
fell to 4,810 Mw in FY2019,
a steep fall of 47 per cent
over the previous year. As
on March 31, 2019, another
17,887 Mw of utility scale
solar projects were under
various stages of execution.

To be sure, at least part
of the reason for the surge

has been a surge in rooftop
capacity addition, both from the gov-
ernment and individual companies
and organisations that are focused on
reducing their carbon footprint.
According to Energy Economics &
Financial Analysis (IEEFA), a philan-
thropic venture fund focused on clean
energy, though India installed 28 Gw of
solar capacity as of March 2019, a four-
fold increase in less than three years,
the share of rooftop solar was just 14

LIGHT AND POWER
TARGETS FOR 2022

100 Gw For solar power
40 Gw For rooftop
INSTALLED CAPACITY

(As of May 31, 2019)

29.4 Gw Solar power

5,375 Mw Rooftop power

per cent of the cumulative solar instal-
lation in India, reaching 3,855 Mw by
December 2018. This is far away from
the envisaged 40 per cent share.
Madhya Pradesh’s recent experience
points to some of the challenges.

After taking up the ultra-mega Rewa
solar park with a combined capacity of
750 Mw, Madhya Pradesh embarked on
a solar rooftop programme last year,
under which government buildings,
universities and institutes were bid out
for solar rooftop contracts on a Resco
(renewable energy supply company)
model, where the customer neither
owns the system nor makes any invest-
ment. The rooftop plant is put up and
operated by a Resco developer. “The
reason the rooftop model picked up
was that the tariffs that emerged were
very low,” explains Manu Srivastava,
principal secretary, renewable energy,
government of Madhya Pradesh,. The
state discovered ¥1.38 -2.17/kWh (net of

CAPACITY ADDITION

(in %, FY19 over FY18)

61 Rooftop solar

-47% Ground-mounted
utilities

Source: Bridge to India

capital subsidies) in its 8.6 Mw solar
rooftop auction held in October 2018.
This was far lower than tariffs discov-
ered earlier. In 2012, a Central
Electricity Regulatory Commission
guideline had estimated cost of build-
ing a 1 Mw plant at Z8 crore, from 316.9
crore in 2010-11. This translated to pow-
er cost of ¥7-8 per KWh. In 2016-17, the
cost was again notified higher at 12
crore for 1 Mw. More recently in April
2019, Solar Energy Corporation capped
rooftop solar tariffs in the range of 2.5
t033.5 per Kwh.

Srivastava, however, says there are
more regulatory challenges in rooftop
solar projects because the developer is
“standing against the distribution com-
pany” by taking away part of its busi-
ness. "The electricity bill of buildings
tend to be reduced by one third in some
cases. So roof-top generation by cus-
tomers makes sense only when a dis-
com suffers a power deficit,” he

MAHESH VYAS

he International Conf-

I erence of Labour
Statisticians (ICLS) organ-

ised by the International Labour
Organisation in October 2013
redefined work and employment
for the purpose of statistical mea-
surement. In doing so, it seems
to have recognised a lot better
the new applications of labour
statistics compared to the times
when these were largely inputs
in measuring national accounts.

The big conceptual break in
the 19th ICLS is a recognition that
the earlier segmentation of labour
into three statuses — employed,
unemployed and inactive — was
grossly inadequate. Effectively,
such segmentation rendered all
women who worked at home to
bring up children, take care of the
old, cook for the family, do the
dishes and the laundry, clean-up,
and undertake other domestic
work were all classified as — hold
your breath — inactive!

In the 19" ICLS classifica-
tion, the fixation with employ-
ment as the fulcrum of the other
statuses of labour is unhinged.
The new framework defines the
concept of work and places the
concept of employment as a

ommendations. But the NSSO has
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period

been debating these recommen-
dations. So it is likely that it will
take these into consideration in
some form, eventually.

As the official system consid-
ers aligning its practices with the
recommendations of the 19t
ICLS, it may also consider modi-
fying appropriately, two practices
in the official collection of labour
statistics that render the data less
reliable than they can be.

First, it must do away with the
priority rule in assigning an
employment/unemployment
status to a person. Currently, in
the official statistical system, a
person is assigned the status of
being employed in precedence
over any other status if the time-
distribution shows mixed status-
es including employed, during a
reference period.

There is no justification for
assigning a priority to one partic-
ular observation of the employ-
ment/unemployment status of a
person over other observations
during an observation period.
This is arbitrary or worse still, it is
prejudiced. It necessarily inflates
the employment estimate. Such
inflation of employment status
happens mostly for women
because women flip-flop between
employment and unemployment
and even between being in the
labour force or being out of it with-
in a reference period. Just a little
employment during the reference

employed only because of the pri-
ority assigned to this status.

The second and related prob-
lem is the reference period and
the extremely low “requirement”
to be classified as employed. One
needs to be employed for only one

Reforming labour statistics

proper sub-set of work.

Work is now defined as one of
five types of activities. One of
these, work for pay or profit is
employment. The other four are
not employment but are still work.
These are work for production of
goods (such as food) or services
(such as child-care) for own-use
including family; work without
pay or profit as a trainee, a volun-
teer or any other unpaid work.
This structure eliminates the
rather obnoxious “inactive” clas-
sification for people who worked
pretty hard but worked selflessly.

This framework makes a big
difference in the way we under-
stand the contribution of women
in the space of work. Because of
the way society is organised,
women do a lot more selfless
work, without any payments and
without any motives of profits,
than men do.

In India, it is apparent that
women spend a lot more time on
work that does not relate to
employment activities than they
do in other parts of the world. It
therefore makes more sense for
India, compared to any other
country, to capture the distribu-
tion of work in addition to the dis-
tribution of employment.

The draft report of the Task
Force on Improving Employment
Data released in July 2017 nearly
four years after the 19" ICLS rec-
ommendations makes no men-
tion of the recommendations, or
any recommendations of any
ICLS. The Periodic Labour Force
Survey conducted in July 2017
through June 2018 also does not
mention the 19th ICLS although
it does refer to the earlier ICLS rec-

classifies them as

January 2020.

hour in a reference period of seven
days to be classified as employed.
While this is the international
practice, it is ridiculously low.

An extremely low bar of just
one hour in a week and the prior-
ity criterion prejudiced in favour
of employment together ensure
that women who do just a little
work for pay or profit or for a fam-
ily business including agriculture,
get classified as employed. It is a
shame that the female work par-
ticipation rate is still abysmally
low. But it is worse that statistical
contortions do not help usunder-
stand the problem adequately.

CMIE’s CPHS does not assign
any such arbitrary priority of one
status over another and it uses the
reference period of just one day.
It considers a person to be
employed if the person is engaged
in an economic activity which is
for pay, profit or for a family busi-
ness including agriculture even
for own consumption. This fairer
treatment is the root cause for the
CPHS estimates of employment
among women to be much lower
than the official estimates.

Going forward, CPHS aims to
adopt some of the ideas of the 19™
ICLS recommendations.

Beginning September 2019,
CMIE’s CPHS will start capturing
the time-distribution of activities
of adult members of a household
in addition to capturing the
employment/unemployment sta-
tus. Results will be released from

As usual, the CPHS system
would emphasise simplicity in
capturing the information and
speed in the delivery of results.

heavyweights.

The author is the MD & CEO of CMIE

Why just the CBI?

This refers to the statement of the

Honourable CJI that the “Central
Bureau of Investigation (CBI)
failed in judicial scrutiny in polit-
ically sensitive cases”. In that con-
text, the CJI said: "CBI should be
given statutory status through leg-
islation equivalent to that provid-
ed to the CAG". Now the legisla-
tion provided for the Comptroller
and Auditor General of India
(CAG) is called the CAG Act
(Duties and rights of CAG) passed
in 1971 and amended in 1976. It
only enumerates where CAG can
act, what are his functions etc.
There is nothing to protect him
from political interference. If none
actually interferes with the CAG,
it is not because of this Act but
because he holds a constitutional
post and also he does not do inves-
tigation in criminal cases or cases
of export of meat by highly sus-
pect characters. Obviously, this
sort of Act regarding the CBI will
not give it any protection from
interference from the political

Frankly, no Act of Parliament
can give any protection to officers
from political interference. Such
interference is not done in writing
or in public. The officer is called
and told to do this or that, not
always by the political boss him-
self/herself but (may be) by the
secretary of the department con-
cerned or somebody else who
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market-based financial systems develop
in countries that have strong protections
for minority and small investors, good
and robust accounting systems, efficient
legal processes and low levels of corrup-
tion. In other words, market-based sys-
tems develop in countries that have high
institutional protection for investors.

AsIndialags significantly in all these
areas potential investors in the corporate
bond market demur at the prospect of
assuming the risk that the lack of insti-
tutional protection exposes them to in
fractured bond markets, forcing firms to
seek funds from banks. Once again, the
stunted development of Indian bond
markets is rooted in structural issues
with the Indian economy and not the
structure of markets.

In sum, while transitioning to a mar-
ket-based system is a commendable
goal with many benefits, such a transi-
tion cannot be forced on an economy
that is structurally devoid of institu-
tions and mechanisms required to sup-
port free and functioning debt markets.
Instead of synthesising bond markets
with steroids loaded with economically
distortive incentives, the government
should invest its energies in tightening
legal, accounting, regulatory, disclosure
and governance standards and watch
the corporate bond market bloom on
its own.

The author is a “probabilist” who researches
and writes on behavioral finance and
economics

explains.

For Srivastava and his team the
efforts required for the 750 Mw-Rewa
project is the same as that for 75 Mw of
rooftop generation. “Every building is
achallenge. You need different permis-
sions from a host of organisations. But
in our (rooftop) tenders we were able
to bring in some innovation from Rewa
to make them more attractive,” he says.

For instance, the concept of partial
commissioning was introduced in cas-
es where same compound had more
than one building. A payment security
mechanism put in place for the Rewa
solar park was also used in the rooftop
project. Besides, there were clauses like
right to substitution and change of law
in the contracts.

So will solar rooftop generation
meet its 2022 target? IEEFA’s reports
says there has been significant invest-
ment and “learning by doing” in the
rooftop sector, which is necessary to
prepare a positive regulatory frame-
work and upskill the workforce for
small-scale deployments, as well as
educating the market on this relatively
new technology. It estimates that for
the next three years, rooftop solar
installs will grow at a CAGR of 50 per
cent, suggesting a cumulative 13 Gw of
installed capacity by 2021-22, which is
still some distance from the 40 Gw
share. But Srivastava says India needs
to do both ground-mounted grid-con-
nected large-scale projects as well as
rooftop ones. “It is not a question of
either-or. At the same time, the ratio of
60:40 won't work. It is more realistic to
have 85:15,” he says.

Though states like Delhi, Bihar and
Haryana, too, have started solar
rooftop programmes, any shortfall in
this segment, especially at a time
when utility-scale capacity addition
has started to slow down, will adverse-
ly impact India’s target of 100 Gw of
solar target.
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Lithuania connection

Vice-President
| M Venkaiah
Naidu (pictured)
is on a five-day
visit to the Baltic
nations of
Lithuania,
y Latvia, and
I Estonia. On the
second day of
his visit on
Sunday, Naidu
was in the Lithuanian capital, Vilnius.
Addressing the Indian diaspora there,
Naidu said Lithuania had a special
place in the heart of Indians because
Mahatma Gandhi's closest friend and
soulmate, Hermann Kallenbach, was
from Lithuania. Naidu thanked the
Lithuanian government for
commemorating their friendship by
installing a sculpture of Gandhi and
Kallenbach near the latter's birthplace
in Rusne. The statue, funded by Cipla
Chairman Yusuf Hamied, was unveiled
in 2015. Hamied's mother, Luba
Derczanski Hamied, was a Lithuanian
Jew, and a plaque on the statue
records that it was “donated by the
Yusuf and Farida Hamied Foundation
in memory of Luba Derczanski Hamied
(born February 3,1903) who lived in
Vilnius Lithuania till 1928 and
thereafter in India until her demise on
Lth April 1991".

Tongue in cheek

To set right the reverses the Trinamool
Congress (TM() suffered during the Lok
Sabha elections, the party is banking on
its past association with political
honchos — even rivals — to project itself
as progressive. With young voters as its
target, a campaign has been released
on social media. No political campaign
is ever complete without satire and this
campaign by the TMC, Amar gorbo
Mamata (Mamata, my pride), or AGM,
too, has its share. Taking a dig at the
Centre after the Income-Tax
Department asked various puja
committees to file returns, one of the
AGM series ads on Twitter shows
goddess Durga being urged by a tax
official to file her I-T returns. A message
atthe end of the post asks if the
goddess now needs to also apply for her
PAN and Aadhaar cards.

Anxious Sunday

The murmurs of the first-ever cabinet
expansion of the two-year-old Yogi
Adityanath government in Uttar Pradesh
(UP) — initially speculated to take place on
Monday — kept Bharatiya Janata Party (BJP)
ministers and legislators on their toes all of
Sunday. While "'good performers" were
eyeing a promotion, laggards were anxious
that they were notin the line of fire. That
as many as 14 more ministers would be
accommodated in the council gave hope to
many. The party leadership had advised its
ministers and legislators to be presentin
Lucknow on Monday morning. However,
late on Sunday night it was "informally"
conveyed to all that the purported
expansion had been postponed because
former Union minister and senior BJP
leader Arun Jaitley remained critical.

counts. I know these things for
certain having been an ex-insider.
In a government where the strict
and honest officers are asked to
compromise where intellectual
honesty is hardly existent, none
should expect very strict and hon-
est officers to reach the highest of
height. Ours is a country where in
the Supreme Court, senior lawyer
Prasant Bhusan declared openly
that half of all the Chief Justices
of the Supreme Court were dis-
honest and he gave a sealed cover
containing the material against
them and no contempt proceed-
ing has been initiated against him.
So expecting that only the CBI
officers will be the epitome of
virtues, is sheer wishful thinking.

The character of people must
change and that will take a long

It was a crying shame that in some
schools in Tamil Nadu students
were made to wear colour-coded
wrist bands as “caste markers”, as
distinct from religious threads.
The wrist bands — which came in
hues of red, yellow, green and saf-
fron — were giveaways of the
wearers’ caste identity. How stu-
dents were looked at and treated

respect or contempt)

HE's FEELING VERY

proud culture of Tamil Nadu.

depended on the wrist bands they
wore. To be branded like animals
is the ultimate humiliation. There
can be nothing more dehumanis-
ing and degrading than designat-
ing pupils as lower castes and
higher castes. The practice under-
lines that there is no hope of
escape from caste even for school
kids. It widens the rifts between
castes. It is a stain on the so-called

We are at a loss to understand
how it became possible for the All
India Anna Dravida Munnetra
Kazhagam, a party with roots in
the Dravidian movement, to vali-
date the naked display of caste dis-
crimination. The humiliation of
lower caste people is accepted as a
social and cultural norm. Caste is
premised on the notions of purity

time. and pollution and superiority and
Sukumar Mukhopadhyay inferiority. It negates the noble
viaemail idea of equality contained in a

Tamil verse Pirappu okkum ella

Unacceptable uyirkum — all lives are equal in

birth. The emergence of a new

caste.

India is not possible without
breaking the hideous chains of

G David Milton Maruthancode
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Nuclear confusion

Many questions surround dilution of no first use

nthe first death anniversary of former prime minister Atal Bihari Vajpayee,

the government called into question one of the major doctrines associated

with his time in power. After visiting the site in Pokhran, where in 1998

the Vajpayee-led National Democratic Alliance government had con-
ducted nuclear tests, Defence Minister Rajnath Singh tweeted: “Pokhran is the area
which witnessed Ataljji’s firm resolve to make India a nuclear power and yet remain
firmly committed to the doctrine of “No First Use’. India has strictly adhered to this
doctrine. What happens in future depends on the circumstances.” This is not the
first time a Union minister has questioned no first use, or NFU. In 2016, Manohar
Parrikar, then defence minister, had also expressed doubts about the policy, which
hasbeen official since 2003, when it was combined with the thread of “massive and
intolerable” retaliation.

While fundamental elements of defence policy such as NFU are, of course,
always open to question and must constantly be re-evaluated, the question is
whether the value of both Mr Singh’s statement at this point in time, and of the
larger question of whether a shift in NFU is required, has been discussed enough in
government. There are both theoretical and practical questions to be asked.
Theoretically, the point of NFU is to set up a credible deterrent against other nucle-
ar-weapons states, and to simply raise the nuclear threshold in order to bring stability
to a volatile environment. It is part of an attempt to ensure that military action
remains below the threshold that would cause a catastrophic nuclear exchange.
War games have shown that it aids in preventing the deployment of tactical nuclear
weapons by the enemy — battlefield nukes that, while tactically appealing, may
very well lead to the sort of cataclysmic exchange of strategic nuclear payloads that
both warring countries may wish to avoid.

It is worth looking at the history of NFU: It evolved in the context of the Cold
War, during which the Warsaw Pact had an overwhelming advantage in conven-
tional military terms within Europe. The North Atlantic Treaty Organization thus
kept open the option of the first use of nuclear weapons in the context of an exis-
tential threat to Western Europe from a Soviet invasion across the Iron Curtain.
But the Soviets, who held the conventional advantage, embraced NFU in 1983;
after the USSR fell and Moscow’s conventional advantage evaporated, the Russian
Federation abandoned NFU. Given India’s conventional superiority over Pakistan,
therefore, NFU makes sense; the question is whether it would also make sense in
a larger conflict.

These are, however, questions that should be discussed with care and take into
account the state of India’s conventional forces as well as its nuclear arsenal. Obscure
statements such as Mr Singh’s only create strategic confusion, which is not in the
national interest. It is also worth noting that India’s conventional advantage is being
eroded, thanks to low defence spending, and that its nuclear deterrent is certainly
not so overwhelming that military planners could be sure any first strike would wipe
out an enemy’s offensive potential. If the defence minister merely wanted to signal
that a re-evaluation of nuclear doctrine — in keeping with the ruling party’s 2014
manifesto — was ongoing, there are better ways of doing so.

Beyond aggregation

Food aggregators, partners must work out an equitable solution

he ongoing dispute between Zomato and restaurants can have widespread
ramifications. In the past few years, the food service aggregator has pioneered
the disruption of the traditional hospitality model, and has gained Unicorn
status by running its online food delivery services across multiple locations
in 25 countries. Apart from deliveries, Zomato also offers ratings and user-generated
reviews for its partner-establishments. But its latest move has run into resistance from
restaurants, with more than 1,200 of them in India logging out of the aggregator’s dis-
count programme, Zomato Gold. The move has been backed by the food and hospitality
industry associations. In addition, many people in the hospitality industry have
expressed dismay about the allegedly opaque nature of Zomato’s ratings and reviews.

Zomato and its rivals such as Swiggy and Uber Eats have disrupted the hospitality
industry, which lacked the logistical base or technological skills to address the demands
of relatively affluent consumers who do not have the time to dine out. By taking their
orders and delivering, Zomato and its peers created a win-win situation: Restaurants
could cater for larger numbers while consumers got both the food and convenience
they desire.

Efficiently performing this apparently simple task requires plenty of technological
nous. Restaurants must be aggregated and sorted on the basis of multiple criteria,
such as cuisine, price range, locations, and ratings. The logistics of pickup and delivery
must be optimised so that most orders can be serviced in the least possible time by
the least possible staff. Vast databases of customers have to be maintained with
sensitive information such as contact numbers, email ids, physical addresses, credit
card details, and fintech account details. The aggregator must securely process trans-
actions on sundry online platforms, and accept cash on delivery with its inherent
risks, and maintain payment schedules with its partner-establishments.

By doing this, Zomato and its peers have created new paradigms and enabled
the hospitality industry to service a larger base. But the new model has also given the
aggregators unprecedented leverage in dealing with restaurants. The aggregators can
demand discounts, including the in-restaurant discounts that sparked this particular
confrontation. They impose stringent time limits and penalise partners for overstepping
set times. The aggregators collect and disburse all the payments. It has been alleged
that they sometimes delay payments, causing a working capital crunch. Ratings and
reviews are important because consumer choices are driven by these. These are gen-
erated and displayed, using algorithms that the hospitality industry claims to be
opadque. One specific complaint is that the ratings appear to favour old establishments
with established brands over newcomers.

Zomato has, like any disruptor, made its share of false steps and suffered its share
of controversy. Breaches of its databases have put the data of millions of consumers at
risk. It has had to face political issues around the religious sensibilities of its delivery
personnel and consumers. Zomato Gold also may have been a major miscalculation
because so many restaurants claim that it is unprofitable. In a broader sense, such
frictions are inevitable when disruptions break down an established business model.
Zomato’s founder and Chief Executive Officer, Deepinder Goyal, has taken to Twittet,
requesting restaurant owners to stop the logout campaign and urging them to initiate
adialogue with aggregators. The restaurant-partners should reciprocate because nego-
tiating an equitable solution is in the interests of both.
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Wt role for
tri-service chief?

The value ofthe Chief of Defence Staff will depend on whether heis
able to trigger reform of higher defence management structures

government has made three major security-

related moves over the last 15 days. First, it
terminated the special status of Jammu & Kashmir
(J&K) and bifurcated the state into two Union
Territories. How much political resistance and vio-
lence this will unleash will only be known when the
security clampdown in Kashmir is loosened. Second,
in the realm of nuclear weapons, Defence Minister
Rajnath Singh backed away from India’s long-held
doctrine of “no-first-use”, declaring that New Delhi
might initiate nuclear strikes in certain circumstances,
which he did not spell out. Third, in his Independence
Day speech, Prime Minister Narendra Modi
announced he was appointing a
Chief of Defence Staff (CDS) — a tri-
service military commander, who
would “make the armed forces even
more effective.”

So far, nothing has been divulged
about the form and functions of the Wl
new CDS. It remains unclear <
whether he will be a five-star rank ’
supremo to whom the three service *‘;ﬂ\
chiefs will report, as recommended AN

ﬁ midst a worrying economic slowdown, the

by the Kargil Review Committee in
1999 and a Group of Ministers in BROADSWORD

depend upon what powers and responsibilities he is
given, and the additional reform this triggers.

What should be the tasks of the new CDS? The
first is clearly to adjudicate between the army, navy
and air force. That requires a five-star rank officer,
since four-star officers currently head these services.
Tough love will be needed, since each chief single-
mindedly pursues his service’s interests in the com-
petition for turf and in core matters such as budget
share. The CDS, therefore, must act as an “honest bro-
ker” whose decisions serve the broader national pur-
pose, rather than narrow service interests.
Furthermore, a CDS would constitute a single point
of advice for the top political leadership.

Many senior generals, fearing
that a CDS perched above them
would encroach on their turfand lim-
it their powers, pooh-pooh the notion
that inter-service rivalries damage
the military’s functional efficiency.
Typically, they trot out the example
of cooperation in disaster relief oper-
ations to present the soothing (but
false) argument that the three ser-
vices join hands in crises, motivated
by a common purpose. In fact, such
cooperation is sporadic, as militaries

2001. Or, will the new CD§ be the AJAI SHUKLA
watered-down compromise the

Naresh Chandra Task Force proposed

in 2012 — a four-star officer termed the Permanent
Chairman of the Chiefs of Staff Committee (PCCSC),
who would not be the boss of the three service chiefs,
but merely the “first amongst equals” (whatever that
means in practice). The creation of a five-star CDS,
while only a first step, would signal that political will
exists for the root-and-branch reform of higher defence
management structures. On the other hand, creating
a four-star PCCSC would immediately smack of
tokenism. That is because little is to be gained from
merely upgrading an already existing, and ineffectual,
three-star tri-service chief by pinning another star
onto his collar. Ultimately, the value of a CDS will

worldwide have experienced for a
century. When the US was fighting
Japan in World War 11, officials in
Washington remarked drolly that the most ferocious
fighting in the Pacific Campaign was actually between
the army commander, General Douglas MacArthur,
and his naval counterpart, Admiral Ernest King.
Further illustrating such fratricidal friction, General
Eisenhower, who went on to become US president,
wrote in his diary: “One thing that might help win this
war is to get someone to shoot King.” Eventually, after
continuing inter-service dissonance during the
Vietnam War, it took top-down political intervention
to radically reform the American military’s command
structures, when President Ronald Reagan signed into
law the Goldwater-Nichols Act in 1986.
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InIndia, multiple examples of dysfunctional inter-
service relations call for our own Goldwater-Nichols-
type restructuring. For example, in the 1962 war with
China, the air force was entirely left out of battle. The
Indian Navy remained in harbour during the 1965
Indo-Pakistan war. General VP Malik, the army chief
during the 1999 Kargil conflict, has recounted how
he had to arm-twist his reluctant air force counterpatrt,
Air Chief Marshal Anil Tipnis, into providing air sup-
port to the army during the early stages of fighting.
Little of this disharmony would be addressed by mere-
ly appointing a CDS to languish in an “upgraded”
integrated headquarters, without addressing the
yawning gulf between the military and the defence
ministry. The new apex body must incorporate all
the elements — military, bureaucratic and financial
— needed for swift and flexible decision-making.

Some tasks for the new CDS are self-evident. He
must oversee long-term planning, especially the three
services’ manpower structure, command and com-
munications, the weapons they would field and tech-
nologies that must be driven to build an indigenous
arsenal. The CDS would need to “future proof” the
three services by anticipating new technologies that
might render an entire class of weaponry obsolete —
as offensive cyber weapons and anti-satellite weapons
threaten to do to contemporary command networks.
Also, given India’s internal dissonances, the CDS
would need to balance between a military structured,
trained and equipped for warfighting, and one geared
for internal security tasks. Finally, he would save mon-
ey by pooling facilities and resources all three services
wastefully maintain today.

The most contentious question around the
appointment of a CDS is: Should he oversee combat
operations, heading a tri-service headquarters that
synergises all three services’ combat power? Or should
combat operations be pursued by “geographical com-
mands”, each with its need-based complement of
army, navy and air forces? Between them, the three
services currently have 17 single-service commands,
and proponents of geographical commands contend
these could be effectively combined into just four tri-
service geographical commands. For example, the
Pakistan and China threats could be managed by the
integrated western and eastern commands, compris-
ing army and air force elements. Meanwhile, the Indo-
Pacific maritime theatre could be addressed by the
south-western and south-eastern commands that
would be predominantly naval, but with components
of air force and army troops.

The concept of tri-service, geographical com-
mands offers distinct organisational advantages for
a global military like America’s, whose Central
Command might be fighting a campaign in Iraq, even
while its Pacific Command is engaged in a war with
North Korea. The sheer distance between America’s
combat theatres requires each to be self-contained.
In the Indian context, where the operational com-
mands are in close proximity, it would be wasteful to
emulate the American structure. It would be especially
fruitless to pre-commit air force squadrons to fixed
commands, since the large combat ranges of modern
fighters (further enhanced by mid-air refuelling) make
it theoretically possible for a fighter aircraft to take
off from an airfield under one command, and strike
targets in two other commands in a single sortie.
Given this flexibility, it is no accident that the air force
is the greatest opponent of fixed affiliations.

Development dilemmas, at home and abroad

dilemmas at home and monumental changes in

the external environment.

Domestically, there is a seeming impossible trinity
of jobs, growth and sustainability, where at best two
out of three objectives get fulfilled. For instance, solar
parks attract international investment in sustainable
infrastructure but do not create as many jobs as dis-
tributed energy infrastructure. Scaling up natural farm-
ing is good for soil health, carbon retention and water
conservation and is labour-intensive, but value addi-
tion in farm yields might not compensate for value
loss in the fertiliser industry. With its substantial share
of India’s industrial output and mil-
lions employed in auto and auto
ancillary industries, an aggressive
move towards electric mobility is a
big bet on emerging industries but
will not be free of major trade-offs.

The external environment
imposes further constraints on our
choices. There is planetary-scale
damage to natural ecosystems via
climate change, biodiversity loss and
unbalanced biogeochemical pro-

India’s development options are being shaped by

cesses. Deindustrialisation, low pro- I N FI_EXI 0 N POI NTS

ductivity growth and rising inequal-

storage and functional international institutions.
Reducing imports of hydrocarbons, alone, will not
suffice. There will be new interdependencies, such as
trade in clean energy products and services or supply
of critical minerals for batteries, which will demand
credible trade relationships, secure supply chains and
effective multilateral institutions.

2. Economic and environmental diplomacy:
India demonstrated climate leadership via the Paris
Agreement. It promoted the International Solar
Alliance for cooperative energy security as the world
undergoes an energy transition. Next month, India
will host parties to the UN Convention to Combat
Desertification. But these are episodic
interventions. By 2022, when India
hosts the G20 summiit, it would need
to integrate its interests on trade,
finance and the economy with ener-
gy, climate and sustainability, setting
a more consistent agenda for global
governance.

3.Jobsand trade environment:
The China-US trade war will continue
to dampen global trade growth, so
international trade will not be a big
contributor to job growth for some
time. India would have to turn even

ity have made the West turnitsback  ARUNABHA GHOSH

onglobal integration. There is weak-

ened faith that market-driven growth can ensure
social justice. Disruptive technologies — artificial
intelligence, big data, automation, quantum comput-
ing, among others — are engendering national rival-
ries and spawning mercantilist approaches to acquire
or protect technologies. And populism and national-
ism in many countries are calling into question the
bases of international order, with the stability of
alliances, rules of diplomatic and military engage-
ment, and the institutional structures needed to medi-
ate conflict all under strain.

The confluence of an impossible trinity at home
and natural, economic, technological and geopolit-
ical disruptions globally raises at least seven major
concerns.

1. Energy and resource security: The two are
contingent on securing resources, safe passage, secure

more to its domestic economy to cre-
ate jobs. The energy transition offers
one of the best bets for new jobs in a slowing economy.

4. Climate risks and infrastructure invest-
ments: India’s growth is now intricately linked to cli-
mate risks. Investments in hard infrastructure, such
as housing, transport and industries, especially along
the coasts, will be severely at risk. With weather-related
insurance losses mounting, already there are warning
signs of climate change triggering the next financial
crisis and the need for central banks to pay attention.

5. Border carbon adjustments and trade
barriers: Trade disputes are plaguing clean energy,
as countries scramble to grab their share of a growing
market. Disputes over climate and energy will
increase. By end-2019, the EU might get a deal for
carbon neutrality by 2050. Once finalised, it is only
a matter of time before it imposes border carbon
adjustment taxes to penalise imports arriving from

countries deemed to be not acting fast enough on
climate change. The US, notwithstanding its weak-
ened actions on climate change, could do the same.
China might argue that its emissions will peak well
before 2030. The resulting havoc in the global trading
system would put acute pressure on India’s energy
choices and development options.

6. Domestic populism and geopolitical risks:
The backlash against growing inequality within
advanced economies is already resulting in myopic
populism. Populist actions elsewhere could spill over
into geopolitical risks for India in its Asian neighbour-
hood. The Iran-US confrontation is one example,
which impacts India’s energy security. China-US ten-
sions are triggering other reactions, such as China’s
threats to cut-off rare earths supplies. Such examples
of what scholars have called “weaponised interdepen-
dence” make it harder for India to navigate techno-
logical cooperation with other countries, enact strategic
industrial policy and attract investment.

7.Perfect storm of shocks: In 2008, there was not
just the global financial crisis but also a global food
crisis. High energy prices, high-cost fertilisers, diver-
sion of cereals to biofuels, declining food stocks, cur-
rency devaluations and adverse weather conditions
led to rapid increase in food prices. India must prepare
for a perfect storm of global shocks in future, involving
water stress, agricultural losses, tensions over energy
supplies, growing trade disputes, extreme weather
events bankrupting insurance firms and financial
institutions, and mass movement of environmental-
ly-displaced people. A large-scale climate geoengi-
neering experiment, say injecting sulphate particles
into the stratosphere, could result in unanticipated
consequences for precipitation, agriculture or biodi-
versity — and could trigger political conflict in a com-
pletely ungoverned area.

To suggest that our development dilemmas could
be easily overcome would be naive. But they also pre-
sent opportunities — for the rural economy, sustain-
able urbanisation and green industrialisation — that
could help India gain new competitive edge. Time to
make hard choices.

Thewriteris CEO, Council on Energy, Environment and
Water (http://ceew.in). Follow @GhoshArunabha

The short and the long of it

KITABKHANA

T CA SRINIVASA-RAGHAVAN

flateI have developed a preference
O for short stories. I hardly ever used
to read them till about a year ago.
Suddenly I find that nowIam, and that

it is pouring new authors whom I like. Or,
perhaps, I have at last started looking at

the right genre of fiction.

My latest find is Shubha Mudgal, the
mostly classical and sometimes film-song
singer. Speaking Tiger, who published my
first and last novel last year, have, as usual,
once again shown good taste.

Ms Mudgal’s short stories — 32 pages
long on average — are every bit as good
as her singing. As might be expected the
stories are about music, the bad notes in
itand all.

Ms Mudgal knows the subject from
the inside. And she unerringly spots the
ludicrous, the alarming and the con-
temptible aspects of the modern
Hindustani classical music universe.

Her first collection is called “Looking
for Miss Sargam”. Speaking alliteratively,
I might say that crass commerce and
cynical chicanery come into cold con-
tact with the calmly classical.

There are seven stories in all, each as
fascinating as the other for the glimpses
we get of the world of Indian music and
the foibles, insecurities and vanities of
the people who comprise it. Musicians,
mavens, managers, marketers and mav-
ericks tumble through them in a wonder-
fully honest and revelatory procession.

You simply have to read this book to
see how things work in the production,
distribution and marketing of music
and how mass production as well as
production for the masses has affected
even the most conservative classical
musicians. In the end it is the same old
story: He who pays the performer calls
the tune.

Well, so what? After all, if Pavarotti
can sing with Bon Jovi and Celine Dion
and Ravi Shankar could perform with
the Beatles, why not some famous

Indian classical vocalists with some
equally famous Indian playback singers?

Apeculiar problem

There is, however, a problem that I fre-
quently face with collections of
short stories. I am never able to

read all of them at one go. This Ms Mudgal knows
the subject from
But it does, unfortunately, the inside. And she

with even the best of the short unerringly spots
story writers. Even Jeffrey the ludicrous, the
Archer who, as story tellers go, alarming and

the contemptible
This should not matter, aspects ofthe

never happens with a novel.

is in a class by himself.

publisher. How many stories should
make up a collection?

Publishers look at the number of pages
because they worry about costs and pricing.
Soifthey want a 250-page book, how many
stories should there be? Ten
stories of 25 pages each, 25
of 10 pages each or 50 of five
pages each?

The answer depends on
how you view a short story:
Isitjust for “time-pass” or do
you have your sights on pos-
terity? Can short stories ever
achieve ever-lasting glory?

except that one never goesback meodern classical

and reads the remaining ones. music universe

My limit is five in a row. Try as I
might, I can’t go beyond that.

As a result, I have a couple of dozen
half-read collections at home. They
remind me of Schrédinger’s Cat, which
doesn’t exist till you see it.

But seriously, this is a serious problem
not just for the reader but also for the

Nooutlet

Idiscussed this with a friend
who told me to shut up and write a short
story.Iagreed and, for amodel, I chose John
O’Harawho used to write 1,000-word stories
for American newspaper. The idea, perhaps,
was to give commuters something to read.

He must have written a few hundred
ofthem. They are absolutely wonderful

and have been published in various
collections. He, certainly, has achieved
everlasting fame.

On the other hand, there’s me. Out of
the 20 stories [ have written so far, only
four have been published.

Thisis because — hold your breath —
thereis no paper or electronic platform
inIndiathat publishesshortstories
anymore. None, atleast, thatI know of.
So willy-nilly, writers have to publish
collections which remain unsold for the
most part.

Even this newspaper, in a rare show
ofbad judgement, has refused to publish
mine.Iwould have understood ifithad
told methat they are terrible. Instead it
says wejust don’t publish short stories
but your other drivel is welcome.

Imagine if The Hindu had told RK
Narayan the same thing or the New
YorkertoJohn O’Hara. Well, chaps,
Frederick Forsyth’s Day of the Jackal was
refused by 35 publishers before someone
tookiton.
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Can boost exports even
as global economy slows

This requires lowering taxes/other levies, cutting red tape,
opening up mining, ensuring big MNCs invest in India

HE WORLD MAY or may not slide into recession,as manybelieve,but with

US 10-year yields lower than those on 3-month paper and with China’s

industrial production at a 27-year low, global economic prospects don’t

look good. Not surprisingly,gold is up to a six-year high; and with the trade
war between the US and China showing no signs of abating, indeed it has spread
into more dangerous areas like theft of intellectual property, the global picture
could get markedlyworse.With such uncertainty, cross-border investments could
also slow, further accentuating the slowing in GDP; though, with the US economy
still growing at 2.1%,and unemployment at historic lows, there may possibly still
be enough juice left to stave off the crisis.

Atatimewhen theworld is slowing,itis easy to conclude that thereislittle India
can do in such a situation, especially when it comes to boosting its exports. That,
however, is completely not true, indeed the US-China trade tensions gives India a
historic opportunity toboost tradeby,in the same way that China boosted its exports,
by getting US firms to set up base here to meet global demand.As this newspaper has
pointed out before, to cite the example of mobile phones where global trade is gal-
loping, China-based production centres of firms like Apple account for half the global
trade in mobile phones; and while Vietnam is snapping up several producers look-
ing todiversify out of China, there could be abig opportunityhere for India.Indeed,
even when global trade was doing much better than it is today, India managed to
miss theboat; in thelast fouryears,India’s overall exports of all good grewjust 0.2%
ayear in value terms. Between 1990 and 2018, while India’s exports grew just 18
times, Vietnam’s rose 102 times, as a result of which its exports are 75% those of
India today; these were a mere 6% in 1960. In other words, it is not how fast global
trade is growing that is critical, it is seizing the opportunities this throws up.

Doing so, though, requires India completely reverse its current policy that is
focussed on production for thelocal market since global biggies like Apple and Sam-
sung are unlikely to move their entire production base to India for just the local
market; India’s local market for smart phones is just $25bn as compared to the
global export market of $280-300bn. But getting global firms to relocate to India
isnot going to be possible when Indian corporate taxes for foreign firmsare 43.68%
while Vietnam’s rates vary between 10 and 20%. Similarly, India has poorer infra-
structure, higher electricity costs etc; ideally,any export policy needs to find ways
toaddress this.India’s labour laws, similarly,are a big source of frustration and low
productivity; it is difficult to see how India can boost its productivity unless thisis
fixed. Howimportant it is to getlarge MNCs to use India asa production base is best
seen from the fact that the bulk of global trade takes place between companies;
where the MNCs decide tolocate their operations decide how much of a share each
country gets.Anyonewho doubts this needs to see just how India’s exports of auto-
mobiles grew once Suzuki took control of Marutiand decided to use the India oper-
ations as part of its global value chain. Unless India is able to sharply increase the
share of global FDI it gets, especially in the manufacturing sector, it is difficult to
see how its exports can dowell on a sustained basis.

Getting it right on ratings
Sebi does well to turn down a consent-plea by an agency

HE SECURITIES AND Exchange Board of India (Sebi) has done well to turn

down a consentapplication by ratings agency ICRArelating to the IL&FS

case.The fact is that ICRA, together with other ratings agencies, is guilty

of failing to assess the financial crisis at the NBFC and not alerting the
marKkets in time. Had the regulator agreed to the consent request,ICRA would not
have needed to admit to the lapse. In other words, it would have got away with a
‘not guilty’ tag, which it does not deserve. Unless agencies are castigated, the sys-
tem will remain weak.

The fact is, ratings agencies have been way too casual in their approach, failing
investorsandlenders.Much like the stable doorbeing bolted afterthe horse hasbolted,
the downgrades came inin toolate. Some of the blame for this must lie with the regu-
lator since there seems to be no penalty whatsoever for the poor assessments or the
delayed alerts.Which iswhy,itisimportant that, thistime around, Sebi cracks thewhip.

For the system to reform, the business model of ratings agencies needs to be
revisted.If companies are able to pay theirway to a good rating, it is a flawed model.
Sebi must explore a model in which the investors pay for the ratings; that way the
agencieswill earn theirrevenues without having to compromise on the quality of
theirassessments. However, this too might not work because wholesale investors
—fund managers—and lenders would also want any negative news to be delayed
or not announced at all. That would help them maintain the value of the asset on
their books—so the NAV wouldn’t fall—and, in the case of banks, it would mean
they need to provide less capital. In these days of cut-throat competition, there
are few bankers and fund managers who are willing to take a hit, unless it is
inevitable. To be sure, this is a conspiracy theory and, if there are enough checks
and balances, Sebi can get investors to fall in line. It is, of course, important to
ensure ratings agencies are able to generate adequate revenues so as to cover their
costs and stay profitable. One suggestion is that companies continue to pay for
the ratings and that a pool of funds be created from the fees; the rating agencies
would then be paid from this corpus but the amount paid would be decided by an
accredited panel of investors.The ratings agencies will say this is unworkable since
they will have no control whatsoever over their revenues. That is a fair point
because,to ensure the quality of its ratings,an agency must invest.Also, there isno
guaranteeing the investorswill be unbiased while allocating the fees to the ratings
agencies. Perhaps investors—bankers, insurance companies, mutual funds,
EPFO—should commission ratings assessments and pay for them jointly. That
would ensure that no one fund manager influences the rating and, at the same
time, the ratings agency would be assured of its fee.

DrugRAP

Instead of going after cartels and organised industry,
Punjab is blaming the artistes

UNJAB POLITCIANS SEEM to be ostrich-like about the state’s drug

problem. First, it was the needless controversy about Udta Punjab,

where they were bent upon getting the film banned—or at least, have

the title changed—instead of using the opportunity generated by the
buzz around the film to talk about the rising addiction amongst the youth. Now,
the state’s tourism minister, Charanjit Singh Channi, has said that the state is
mulling a law to take action against artistes who “glorify the use of drugs”
through songs or films. In the minister’s opinion, as children look up to these
stars,any promotion or glorification on their part would attract more towards
drugs.While there are studies showing that popular culture can influence drug
experimentation,the research on popular culture driving usage is inconclusive.
Besides,as data from the National Crime Records Bureau show, drug abuse has
been a major problem in the state even before artistes started featuring drug-
use in their lyrics or movies.

What the political class needs to realise is that the over-featuring of drugs in
songs and movies reflects ground realities. According to BBC,a government study
highlights that more than 860,000 young men in the state, between the ages of
15-35, had taken some form of drugs. Punjab feigning ignorance over the drug
problem is the same as the US blaming video games for increased violence on the
streets. In the US, it is the easy availability of guns that kills people, and not video
games. Similarly, the easy availability of drugs in Punjab’s to be blamed, and not
artistes rapping about “weed”.

»Opinion

AST FORTNIGHT HAS seen

aglutof expert opinions con-

cerned about slowing eco-

nomic activities and sugges-

tions to address the
immediate problems. Most reflect a
sense of panicand urgency! GDPgrowth,
these commonly say, could decelerate
further to 6% in FY20 from 6.8% in
FY19; recovery could take one to two
years, perhaps even more. It is the
prospect of a slow recovery that is trig-
gering panic, with the undertone the
economy’s potential might have fallen
sharply.A debate has stirred on whether
the slowdown is structural, cyclical or a
combination of the two.The prime min-
isterthough,inarecentinterview,almost
brushed aside these alarming views,
nudgingeveryonelookat the big picture
and brighter future ahead.

Are these opinions a bit premature?
Twosignificantreasons suggestadegree
of caution perhaps. First is the familiar
divergence between volume indicators
(captured by mostlead markers) and the
value-added captured by GDPestimates
compiled by CSO.Indications from these
two variable sets have often diverged,
with subsequent revisions in the past,
particularly in FY17.This should not be
lost sight of. Forallwe know,value-added
maybe far more robust than the current
weakness depicted byvolumeindicators.

Second, the GDP deflator—a mix of
WPI-CPI inflation rates, applied with
varyingweightsacross GDPsub-compo-
nents—has undergone a sea change (see
graphic). The retail-wholesale inflation
gap,which touched 10 percentage points
(ppt) in September 2015, has sharply
reduced to below 2 ppt since November
2016 as the two inflation rates con-
verged.If at all there was an element of
overestimationbecause of inappropriate
deflator use, lower growth estimates
could be reflecting some natural correc-
tion rather than an actual slowdown!

With this caveat,a summaryof expla-
nations about the slowdown and its
natureis appropriate.

Causes, nature: One set of views
emphasises adverse effects of high real
interest rates. Another strand holds
that past growth was excessively debt-
fuelled; this has now run its course—
consumers are exhausted by over-bor-
rowing as the income boost from
falling prices has worn off while busi-
nesses suffer converse effects of aggra-

vated debt. Another opinion argues |

REALITY CHECK

THE GOVERNMENT'S NUDGE TO LOOK AT THE BIGGER PICTURE DOES NOT ASSUAGE
SHORT-TERM CONCERNS

What to do about

KOHLI

New Delhi based macroeconomist
Views are personal

that the demand from better-off con-
sumers has peaked while low-income
populationslack purchasing power for
currently produced/imported goods;
the concomitant structural distor-
tions, therefore, require correction.
Other reasons offered are dampened
sentiments and animal spirits from
aggressive government policies to
increase taxes; the role of adverse
demand shocks such as demonetisa-
tion; dragdown effects of reforms such
as GST, RERA, etc, on specific seg-
ments;and thelingering twin balance
sheet stress (banks and corporates).An
adverse external environment is
another explanation; some point to
the inappropriate exchange rate pol-
icy impact on exports. There is also
currency of opinion about risk-aver-
sion, liquidity and lending squeeze
caused by the persisting NBFC crisis,
which is popularly held to have
retarded private consumption.

These insights are not analytically
underpinned, e.g., corresponding
aggregate fluctuations (GDP, interest
rates,consumer spending,investment,
employment levels, etc), if downswing
is cyclical. Structural interpretations of
the slowdown, too, require careful,
deeper research.

Remedial policies: Many advocate
aggressive monetary easing—another
100 basis points or more! For several
years now, we have been sympathetic to

B CPI-WPI Headline (monthly gap)
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easier monetary policy. But, RBI Gover-
nor recently said a 50bps cut would’ve
been excessive, 25 bps too little; there-
fore,the MPC settled fora 35 bps reduc-
tion—a Goldilocks solution. The RBI’s
intellectual ambivalence—fearful of
inflation but implicitly desiring its
return—is inexplicable when globally,
central banks have failed to revive infla-
tion; India is no outlier.Oneis not sureif
RBIiswillingtoease furtherunlessinfla-
tion surprises on the downside. The
finance minister, too, said both govern-
mentand RBIare on the same page,indi-
cating shared apprehensions about the
inflation-growth trade-off.

Can India meaningfully devalue its
currency for a competitive exchange
rate? Impossible, given intense global
scrutiny and prickliness about central
bankinterventionsin forex markets.Fur-
ther, lower imports resulting from
weaker domestic demand and low oil
prices could narrow the currentaccount
deficit. One should be content if the RBI
can manage the rupee at current value
given persistent capitalaccount surplus.

Whatabout fiscal policy? Fiscal rules,
falling revenues, committed welfare
spending and large extra-budgetary
borrowings for revenue-capex spends
limit this route. Advocates recommend
large-scale asset recycling; such mon-
etisation depends upon buyer appetite,
suitable hair-cuts, and price effects
when many assets simultaneously hit

' GDP deflator: CPI-WPI inflation gap significantly reduced
- Real GDP growth, qtrly, y-0-y % (RHS)
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Connectivity holding back innovation

The technology that’s allowed so much
connection has of course also been positive,
but, like many technological changes, it has
come with unintended consequences

SHOULDN'TWE HAVE space colonies
and a universal cure for cancer by now?

Instead there are signs that the
pace of technological progress is slow-
ing—even as researchers pump out
papersataprolificand increasing rate.
With slowing progress in computing
power, medicine and agriculture, my
Bloomberg Opinion colleague Noah
Smith warns that the stakes could not
be higher.

Surely some of the fault lies with
technology itself.

Our connected world has allowed
researchers to become so tightly net-
worked that they’re falling into the
trap of groupthink.That might explain
why some researchers seeking cures
for Alzheimer’s disease, for example,
have conceded that they’ve been
throwing years of work and billions of
dollars toward a single theory that has
failed to lead to any treatment—while
ignoring promising alternatives.

Sociologist James Evans of the Uni-
versity of Chicago has concluded that
what’s being lost, at least in biomed-
ical research, is scientific indepen-
dence. Being able to work indepen-
dently of otherlabs allows researchers
to come up with fresher insights.

In a new study, Evans and col-
leagues found that weak studies are
more likely to come from labs that
share lots of researchers and methods
with others, and strong studies come
fromlabs that do things their own way.

Weak studies are not just those that
come to the wrong conclusions but
those whose conclusions are fragile. If

a competitor tries to replicate them,
theresultwill be different, unless con-
ditions and methods are exactly the
same. The conclusions of such studies
are unlikely to represent broad biolog-
ical facts, and probably won’t be of
much use in medicine.

To sort the weak from the strong,
Evans and colleagues were able to use
a special case where thousands of
studies on the interaction between
drugs and genes can be re-tested
quickly. A machine can now do what’s
called a high throughput assay to
rerun awhole slew of previous studies.
And so Evans was able to evaluate
more than 3,000 published claims
against the results of this mechanical
backup, which can not only replay the
exact experiments but also test the
robustness of the claims byvarying the
parameters a bit.

There was a huge correlation
between centralised,networked groups
and weak studies. The most networked
groups were more likely to replicate
themselves and each other, but less
likely toreach conclusions that checked
out with the mechanical system.

Groupthink is well known in poli-
ticsand media. Where once competing
reporters would look into the same
events independently and not know
the others’results until the next day’s
papers, now there’s an unconscious
temptation among journalists to
believe the interpretation of the most
prominent news outlets, or whoever
posts online first.

Scientists are subject to the same

FLAM

Bloomberg

human foibles,but groupthink should-
n’tbe conflated with scientific consen-
sus, which is often based on ideas that
are backed up by multiple lines of
inquiry. That would include things like
the structure of DNA, Einstein’s theory
of relativity, and the basic physics
behind the greenhouse effect. Those
are widely accepted now, in part
because they were supported by inde-
pendent, even isolated researchers.

What’s rewarded these days is the
absolute opposite of those historic
claims. While science works best
when researchers prove one idea
multiple ways, funding agents and
journal editors today reward those
with only a single line of evidence to
support multiple claims. They want
bigger claims and are content with
lesser evidence.

The technology that’s allowed so
much connection has of course also
been positive, enabling people to col-
laborate and learn more efficiently.
Researchers can sometimes even
counteract extraneous noise by har-
nessing a wisdom-of-the-crowd phe-
nomenon, where many individuals
converge on a right answer. But like
many technological changes, it has
come with unintended consequences.
The fact that US researchers are pro-
ducing 1,000 papers a day shows
there’s a lot of energy out there to be
used more productively—if funding
encouraged bold exploration.

This column does not necessarily
reflect the opinion of the editorial
board or Bloomberg LP and its owners

¢2 DIPLOMACY WITH PAKISTAN

Union Defence Minister, Rajnath Singh

Now, if talks are held, they will only be held on the
issue of Pakistan-occupied Kashmir. There will be no
talks on any other issue

the market. Then too, the question if
public capexwill restore private demand
and inflation remains. What if the past
pattern perpetuates when neither pri-
vate investment revived, nor consumer
demand sustained?

If you cannot devalue or ease mone-
tary-fiscal policies to counteract the
demand slowdown,youareina fix!

Thatleaves the governmentwith the
sole option of structural reforms—focus
onamedium-term growth recovery.But,
how long could the medium-term be?
One is unsure, given the pervasive
growth pessimism across economies.
Just look back at India’s own structural
reform efforts in the recent past:
Demonetisation and GSTwere expected
to spur formalisation, deliver growth
boost in a couple of years’ time—so we
should be reaping the growth dividend
nowwith more taxrevenues.Instead,we
have a structural trigger—consumption
slowdown at lower income consumer
levels—which is a direct fallout of
unplanned demolition of the informal
sector.The newline of policy advocacy s
that the formalisation drive ought to
haveaccompanied distributive expendi-
ture favouring the poor. But where are
the tax revenues? The plot is familiar—
structural reforms maybe good,but out-
comes remain unpredictable!

The prime minister expressed con-
fidence onreturning toarobust growth
trajectoryinthelongterm.Urgingall to
see beyond a budget or two, he high-
lighted numerous facets of active pol-
icy attention and intervention, com-
mitting to investment-led growth with
a $100 billion target in five years. This
may not comfort many—the UPAIThad
chosen this pathand ended up dragging
the banks and the economy into a
deeper hole.

Hard choices: Thereisahard option
tobreak thisimpasse, provided the gov-
ernment is prepared for near-term
growth sacrifice for medium-term
gains. Can fiscal room for capex be cre-
ated by revenue expenditure cuts, e.g.,
subsidies? Can corporate taxesbe cut to
improvereturns on private investment?
Expenditure-switching on these lines
will recoup revenue losses from tax
cuts,lowerinterest costs forthe private
sector. But this option lies in the politi-
cal economy domain, and depends
upon the government’s appetite to use
its exceptional mandate for hard,
unpopular choices.

LETTERS TO

THE EDITOR

India’s cricket coach
selection

A coach must reflect the highest
standards of professionalism and
ought to bear accountability of
losses in big-stage tournaments,
instead of boasting of
accomplishments, especially when
there aren't many to show. One
wonders if the selection process,
although tough and rigorous, as
proclaimed, was effective/result-
oriented as well. Authorities,
seemingly committed to overcome
challenges and improve the
laggards—haven't dedicated
sufficient time/effort to analyse and
ascertain the root-cause of India’s
heart-breaking loss in the semi-final
of a prestigious tournament. Even
with the current tour to the
Caribbean-soil, time was not
available to address the rumours of
a rift within the team or collectively
brainstorm before appointing the
next captain/coach. Efforts to
critically evaluate the
administration, including the coach
and captain, were lacking. It is
prudent to micro-gauge the
performance of a top-ranked
favourite side, keeping in view the
loss in world-cup semi-final, T20
world-cup championship, Series at
England, and ODI home-series
against Australia after an initial lead
and the low-level of fitness at the
big-stage, thanks to the rigorous
IPL schedule before the WC. The
coach's re-appointment suggests
that limited flexibility and a
defensive-approach to change are
the only attributes that the
management isn't short of.

— Girish Lalwani, Delhi
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the

quality of
jobs being
created

Apart from the large quantum of jobs that
need to be created (8 million per year,
according to the World Bank), another

important aspect is the quality of jobs. A
large proportion of India’s workforce is
employed in jobs with low productivity,

NE OF THE major chal-

lenges for the govern-

ment in the new term

would be to create suit-

ablejobs.According to the

latest PLFS (Periodic Labour Force Sur-

vey), the unemployment rate in the

country is at a 45-year high, at 6.1%.

Although a lot of debate has gone into

thelevel of unemploymentin the overall

economy, there is no denying the fact

that there is an urgent need to create

more jobs to truly benefit from India’s
demographic dividend.

India has around 65% of its popula-

tion (about 910 million people) in the

working age group of 15-65 years.

resulting in dismal incomes

According to a World Bank report, the
countryneeds to createaround 8 million
jobs every year to maintain its employ-
mentrate.Apart from thelarge quantum
of jobs that need to be created, another
important aspect is the quality of jobs—
and this needs tobe focused upon.Infact,
alarge proportion of India’s workforce is
employed in jobs with low productivity,
resulting in dismal incomes.

Today, the agricultural sector con-
tributes about 16% to the country’s
GDP, but it employs 43% of India’s
labour force.In fact,in the rural areas, the
share of agriculture to workforce is at a
high of 64%, while agriculture con-
tributes only 39% to rural NDP (net

domestic product). The wages of agricul-
tural labourers and cultivators is much
lower than that of non-agricultural
workers even in the rural areas. Accord-
ingtoa NITIAayog report, the rural non-
farm sector offers 2.8 times more pro-
ductive employment that the farm
sector. In the rural areas, there is a shift
happeningwith thelabour moving from
the agricultural to the non-agricultural
sector. However, a large chunk of this
labour movement is from agriculture to
the construction sector,which,again, has
alow labour productivity (although it is
higher than agriculture).

The push toagricultureallied sectors
will be beneficial to absorb the labour
moving out of the agricultural sector in
the rural areas. Livestock and horticul-
ture industry has a huge growth poten-
tial and also higher labour productivity.
The government should give the
required push to these sectors to allevi-
ate rural distress.

Apart from agriculture allied sectors,
there is also a need for the labour in the
rural regions to move to

ILLUSTRATION: ROHNIT PHORE

the share of workers in the unorganised
sector as of now is around 80%. In fact,
according toareportbythe International
Labour Organisation (ILO), the share of
informalworkers in totalemploymentin
Indiaisaround 90% (unorganised sector
plus contractual workers in the organised
sector). The concerning aspect is that a
large number of jobs in the unorganised
sector have very low productivity and no
jobbenefits and social security.Thereisa
large wage differential amongst workers
in the organised and unorganised sec-
tors. Moving towards formalisation of
the economy through the goods and ser-
vices tax (GST)isastep in the right direc-
tion, but still there is a long way to go for

most workers in the informal sector.
While good quality jobs are not grow-
ing substantially, the aspirations of the
youthin Indiaarerisingwith higheredu-
cation. According to the latest PLFS
report, unemployment amongst urban
males with secondaryand higher educa-
tion is at a high of 9.2%, while that for
rural malesis even higher,at 10.5%.This
leads us to question the

the manufacturing and S Vvery edifice of India’s edu-

services sectors. Manufac-
turing today contributes
189%o to rural NDP, but the
share in employment is
dismal, at 8%. It is appar-
ent that the growth in the
manufacturing sector is
happening mainly through
capital-intensive indus-
tries. However, foran inclu-
sive economic growth, the
government needs to
increase its focus on
labour-intensive industries

As per PLFS report,
unemployment
amongst urban

males with
secondary and
higher education is
at a high of 9.2%,  ment
while that for rural
males is even
higher, at 10.5%

cation system.Is the educa-
tion system skilling the
people appropriately to
facilitate their absorption
inthelabourforce? Accord-
ing to the India SKkills
Report 2019 (by Wheebox,
the online talent assess-
company), the
employability score of the
country is at a low of 47%.
This highlights the need to
tune our education system
to make it suitable for job

such as textiles, leather, - ————————————— requirements.

gems and jewellery, food

products, etc. In fact, the push to these
sectors will also help the country gener-
ate higher export revenues. In addition,
thelabourneeds to be adequately skilled
to help them get absorbed in the higher
productivity industrial sector. The chal-
lenge for the manufacturing sector to
absorb the labour force is going to
increase further, especially as globally
manufacturing moves towards automa-
tion and artificial intelligence.

India hasleapfrogged the traditional
growth model, with the services sector
emergingas the engine of growth. How-
ever, the services sector has its limita-
tion as far as labour absorption is con-
cerned. The services sector contributes
more than 50% to India’s GDP, but
absorbs only one-third of the total work-
force.This is mainly because some of the
high productivity sectors such as finan-
cial services and real estate have low
employment elasticity.

Another major issue with India’s
labour market is the large number of peo-
pleemployed in the unorganised sector—

Another interesting
observation from the PLFS report is that
unemployment is higher in developed
states.In fact, the unemployment rate is
thehighestin the states of Kerala, Punjab
and Tamil Nadu, and lower in Chhattis-
garh, Madhya Pradesh and West Bengal.
It appears that in the more developed
states, the levels of prosperity and aspi-
rationsareresultinginamismatchinthe
jobs available and those desired. This,
again, highlights the need to create more
productive jobs and skill the labour
appropriately for the job requirements.

Unemployment is not just a local
problem; it’s a global issue, currently.
High unemployment has resulted in
many of the developed economies, such
as the US, looking inwards and creating
barriers to trade and movement of
labour. In the developed countries, low
cost of capital and the rising trend of
automation pose a big challenge for
employment generation. For a labour-
abundant countrylike India, the problem
is specifically humongous and needs to
be tackled on an urgent basis.

Role of industry in
managing water

VASUDEVAN

MD & country head-India, Ecolab, and
co-chair, Water Sector, FICCI

o

Industry must leverage right technology
to reduce its own water consumption

ATER SCARCITY IS one of the biggest
problems facing the humanity. Forget oil
and gold,wateris one of theworld’s most
valuable investments. Not just commu-
nities,businessesarealso finding them-
selves in ever-greater competition for this finite resource as
growing population drains reservoirs and rivers. Companies
will have to start evaluating how their business models can
be transformed in support of a water-secure future.

Main consumers of water are the agriculture, domestic
and industrial sectors. But the water consumption pattern
across these sectors is highly skewed—80% is consumed by
agriculture, and 20% by domestic consumers/industries.
That said, every sector must play a role in conserving water.
We must ‘leave no one behind’in our collective responsibil-
ity to conserve water. Farmers can look at drip irrigation or
lesswater-intensive crops. Domestic consumers can recycle
wastewaterwithin communities and use water-efficient fix-
tures.Industries can adopt technologies to reduce,reuse and
recycle water. There is a realisation that changes to pricing
and policy in the agricultural and domestic sectors can be
political hot buttons, especially in a country like India. Also,
awareness-building and behavioural change takes time.The
industrial sector realises the business imperative to reduce
water usage. In summers, it’s not uncommon for industries
to shut down due to water shortage. That leads me to argue
that industry can be a front runner in conserving water.

Industries must look at leveraging the right technology
to reduce water usage.The ‘right’technology is one that not
just looks good for a ‘sustainability report’, but also ensures
Rol. Awater footprint audit that includes flows and chemi-
cal changes to water across a plant can throw insights on
where to invest for reducing/reusing water.Automation and
predictive analysis can optimise performance of water-
intensive assets, like boilers and cooling towers. One large
steel plant has reduced its water consumption by 30% over
the last three years—by adopting best-in-class technology
and driving a culture of continuous improvement. Contrary
to popular belief, this was not just a ‘sustainability’ effort.
The newtechnology showed a less-than-three-year payback
due to water and energy saving, and productivity improve-
ment.Byway of comparison, 30% water reduction is enough
to serve theannual drinking water needs of a city like Delhil!

Second, industries must look at a basin approach. This
requires looking beyond theirboundaries to adjoining com-
panies and municipalities to optimise water consumption
in the entire area or basin (water source). Not only does this
create economies of scale for investment, it also highlights
some interesting cost-saving opportunities.Take the case of
onefactoryin Maharashtra that was getting tankerwater to
satisfy production demands.Ata conference, the plant man-
agerdiscovered thataneighbouring factorydischarged alot
of wastewater (effluents) and paying for this. Over coffee, a
simple but unique ideawasborn.Bytreating the second fac-
tory’swastewaterand transporting that treated wastewater
to the first factory, the latter would be able to meet its raw
water needs. Not only did the first factory save money by
replacing tanker water, it also managed the basin’s water
resources better. Companies should explore such opportu-
nities,so that total water consumption of both industries as
well as communities in the vicinity is optimised. The water
resources ministry has passed a law requiring all power
plantswithin 50 km of a city to use treated municipal waste.
Thatisan excellent move to protect waterin an entire basin.

Industrybodieslike FICCI and CII, through initiatives like
the FICCIWater Mission and CII Water Innovation Summit,
are doing their bit. Such platforms have recognised busi-
nesses that demonstrate their commitment to reduce water
consumption and driving a circular economy.

In every country,water is a multifaceted problem.While
there are growing instances of innovative practices that are
leading to more efficient use of water, the current situation
calls for a stronger, nationwide, multi-stakeholder action.
We must tackle the demand-side to reduce water consump-
tion by agriculture, industry and consumer. In parallel, we
must tackle the supply-side to make more wateravailable to
each segment of users. Finally, the government must play a
role by ensuring optimal pricing of water, incentives (for con-
servation),and providing the right water and wastewater
infrastructure. In short, saving the world’s water requires a
concerted effort,where no one is left behind.

UNNY DEOL'S FAMOUS dia-

logue ‘Tarikh par Tarikh, Tarikh

par Tarikh’ from the 1993 Hindi

film ‘Damini’—quoted in the

Economic Surveyof 2017-18—
articulates people’s frustrations of delayed
and,hence,denied justice.The authors feel
that this malaise could find a solution in
the twin tools of forensic economics and
technological leveraging.

Combined together, the claims forindi-
rect and direct tax stuck in litigation
(appellate tribunal and upwards) by the
quarter ending March 2017 amounted to
over 4.7% of GDP. As per the Economic
Survey 2017-18, there has been an
upsurge by 25% in the number of cases
stuck in various appellate fora, despite
simplification of law, setting up of new tri-
bunals and separate tax benches in the
Supreme Court.The Survey points out that
the success rate of tax departments at all
threelevels of appeal—appellate tribunals,
high courts and the Supreme Court—and
for both direct and indirect tax litigation
is under 30%, and is declining. As per the
Comptrollerand Auditor General of India,
the poor success rate isbecause of the poor
quality of adjudication orders.

Another secondary source is used to
evaluate the reason for the poor quality of
adjudication/assessment ordersaswellas
unnecessary filing of appeals by tax
departments. The Tax Administration
Reform Commission (TARC) was set up by
the government in 2014.1t produced four
reports that analysed the poor function-
ing of dispute resolution institutions.
According toit, the reason for poor quality
of adjudication lies in the revenue bias of
adjudicating officers (AOs),who are viewed

apaper .uia ’p ress.com

Al and the world of
tax litigation

Forensic economics,
artificial intelligence,
tax litigation seen in
the Indian context

with suspicion by their reviewing/super-
visory officers if they decide a case in
favour of the taxpayer. The report men-
tionsthatarecurring theme—inwhat they
have heard from both the departmental
officersaswellasthe industry—is that the
mentality of AOsis affected by the process
of review in tax departments. The revi-
sionary powers provide the authority to
examine orders passed by subordinate
officers with a view to determining their
‘legality and propriety’. The TARC has
reported that the primary consideration
that weighs with reviewing/revisionary
authorities is the tax effect of the order
and not so much its legality or propriety.
Ordersareroutinely reviewed and appeals
filed against the original orderswhen they
arein favour of the taxpayer.This, coupled
with the perceived fear of vigilance and
audit, is said to have fuelled the tendency
to pass pro-revenue orderswithout regard

PAWAN KUMAR SINHA

Mahajan is commissioner, Central Board of Indirect

Taxes and Customs, India. Sinha is director,
International Anti-Corruption Academy, Austria

to merit and concerns of legality and pro-
priety, forcing taxpayers to approach
appellate authorities and courts. The sec-
ond TARC report also mentions that there
is a marked absence of judicial discipline
and respect for precedent,which resultsin
a plethora of avoidable disputes. This is
attributable to the same risk-aversion to
deciding cases in favour of taxpayers.
While on the whole the majority of deci-
sions by departmental authorities showa
marked revenue bias, in many of those
exceptional cases where fair and compe-
tent orders are passed, the higher author-
itiesin theadministration showa propen-
sity to file appeals to the tribunals, high
courts and even the Supreme Court. Such
questioning of their orders de-motivates
those officers at the junior level who act
fairly and objectively, reinforcing the ten-
dency towards arbitrary anti-taxpayer
orders. Hence, the major reason for

mounting tax litigation is the trust mis-
alignment between supervisory and sub-
ordinate officers/principal-agent.

The deleterious litigious effects from
the government standpoint are well-doc-
umented. The Economic Survey 2017
used data from six central ministries to
show that 52 infrastructure projects of
over ¥52,000 crore have been impacted
because of stay orders that were pending
for an average of 4.3 years. Since project
costs were predominantly debt-financed,
inalllikelihood project costs had increased
by close to 60%.The 126th Law Commis-
sionreport stated that“..the statealso has
tobearthe (additional) expenses of setting
up courts, providing personnel for man-
ning posts.” The topic of the litigious
effects on the taxpayer is under-
researched. Few studies have suggested
that litigation adversely affected SME
investmentin plantand machinery.Effec-

tive interventionistic strategies require
the understanding of the economic dam-
ages caused by frivolous litigation on tax-
paying firms.The authors suggest the use
of ‘forensic economics’for this.

Forensic economics enables the under-
standing of hidden behaviour.In our case,
it will be the behaviour of firms that are
subjected to litigation. The focus of foren-
siceconomics is with respect to economic
loss calculations. What would firm A have
earned had it not been subjected to litiga-
tion? But for litigation, what would have
beenthe growth trajectoryof firm A?Itisa
simple framework, only that the expert is
required to proffer opinions that fall
“within areasonable degree of certainty or
probability” Some have interpreted this to
mean at least 51% probability of occur-
ring. Methodologies involve measuring
comparisons. In our case, it could be
regression analysis of litigation costs and
investments in capital goods by the SME.

Wherelies the solution to thislitigious
burden on both state and its taxpayers?
TARC reports have suggested solutions.
Oneistheevaluation of dispute resolution
officers based on the quality of theirorders
evaluated for fairness and observance of
judicial discipline.Anotheris peerreviews
by panels of selected officers known for
their expertise and fairness. From global
best practices,the TARC has identified four
practices worthy of adoption. The setting
up of adedicated organisation for dispute
management, the establishment of an
‘enhanced relationship’ arrangement
between taxpayers and the tax adminis-
tration, and the issuance of binding tech-
nical guidance notes by tax administra-
tions. The last solution is the adoption of

ADR (alternate dispute resolution) tech-
niques toresolve tax disputes out of court.
The suggested methods are conciliation
followed by arbitration, in a sequential
manner. These solutions do not appear to
be a perfect fit for addressing the trust
misalignment between principal and
agent.The authors suggest the use of arti-
ficial intelligence for overcoming risk-
aversion of original adjudicating authori-
ties and trust deficit between AOs and
their reviewing supervisors.

Inbuilt in the repair design should bea
revenue-neutral reviewing mechanism by
supervisory authorities. The proposed
remedy should be designed around: (1)
Monitoring whether precedent judicial
decisions of higherfora arebeing adhered
to, (2) same decisions are being taken on
the same questions of law, irrespective of
the taxpayer, and (3) there is no delaying
of decisions when the same questions of
law stands decided by officer himself
and/or higher judicial fora. Once repair is
designed along the abovelines, the discre-
tionary element will be automatically cir-
cumscribed and oversight will become
easy.This repair design should be based on
a digital platform with one organisation
tasked with the real-time seeding of judi-
cial precedents/case law accepted by tax
boards. Artificial intelligence software
with prediction technology that gener-
ates results that forecast litigation out-
come can be used here. Some known soft-
ware that even offer consultancy, such as
Ravel Law and Lex Machina, can be used.
The limitation foreseen is that such soft-
ware will be most effective in better-set-
tled areas of lawwhere thereisaverylarge
amount of relevant data.
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Defence Minister’s remarks on no-first-use signal to Pak,
China, that old rules constraining India in Kashmir don’t hold

T IS NOT surprising that Defence Minister Rajnath Singh’s comments last week

that India’s commitment to “no first use” of nuclear weapons is not cast in stone

have elicited widespread reaction in the Subcontinent and beyond. A number of

factors make the minister’s statement a major departure in the evolution of India’s
nuclear strategy. One is the choice of place and occasion. For his statement, the minister
chose the site of India’s nuclear weapon tests on the death anniversary of former prime
minister, Atal Bihari Vajpayee, who had declared India as a nuclear weapon power after
the 1998 tests. That it comes in the middle of an unfolding political crisis with Pakistan
lends greater salience to the statement.

Asimilar statement was made in 2016, by one of Singh’s predecessors in the defence
ministry — Manohar Parrikar. But the government quickly intervened to insist that there
was no change in policy. This time, there has been no denial or correction. Domestic and
international critics have underlined the dangers of creating a credible first use policy.
They suggest that abandoning no-first-use increases the danger of using nuclear weapons,
especially in military crises of the kind that have become frequent on India’s borders with
Pakistan and China. Others point to the demanding requirements of a first-use policy —
a large inventory of nuclear weapons and missiles to deliver them, strong intelligence
and reconnaissance capabilities, and a sophisticated command and control system. If no-
first-use offers a simple, robust and relatively inexpensive basis for deterring atomic ad-
versaries, the structure to support a first-use doctrine is costly and inherently unstable.
Some have argued that the steady accretion of India’s nuclear and related capabilities in
recent years may be giving the NDA government the confidence to abandon the no-first-
use policy.

The immediate motivation appears to be less technical, and more political. It is about
managing India’s ties with Pakistan and China following Delhi’s decision to revoke the spe-
cial constitutional status of J&K and the bifurcation of the state into Union Territories.
Delhi is warning Pakistan and China — both of whom have nuclear weapons — that India
will not be intimidated by Rawalpindi’s threats to trigger violence in Kashmir and then
limit India’s responses with the threat of a nuclear escalation. Delhi is signalling its readi-
ness to go to any extent, including the first use of nuclear weapons, in defending the
changes it has initiated in Kashmir. This tough message is of a piece with Prime Minister
Narendra Modi’s decision to launch air strikes on Pakistan’s territory last February, for
the first time since the 1971 war, following the terror attack in Pulwama. In reorganising
the political structures of Kashmir, demonstrating that it will use conventional force
against terror camps in Pakistan, and affirming that it will not accept nuclear blackmail,
Modi is declaring that the old rules that constrained India in Kashmir are no longer valid.
We may be in uncharted waters until there are new rules to regulate the triangular nu-
clear dynamic between the three nations and their contestation in Kashmir.

WRONG CALLS

Phone tapping controversy in Karnataka reveals absence of
checks and balances in state’s political and police systems

HE PHONE-TAPPING CONTROVERSY involving senior police officers in

Karnataka has exposed the deep mistrust between the JD-S and Congress

leaderships that led to the collapse of the coalition government. It has also

cast the spotlight on former chief minister, HD Kumaraswamy, who is now sus-
pected of misusing the state police to spy on politicians, legislators, bureaucrats and even
journalists. Chief Minister BS Yediyurappa has said that he will ask the CBI to investigate
the allegations of illegal surveillance. It is necessary that the administration comes clean
on this and action is taken against officials if there has been any transgression.

It was an internal feud within the Karnataka police that brought out how officers ap-
parently gamed the system for personal gains. The allegation is that Alok Kumar, who
was appointed Bengaluru Police Commissioner by Kumaraswamy after superceding 21
officers, had ordered surveillance of several persons illegally. This came to light after a
police probe, ordered after a TV channel broadcast an audio clip, allegedly of the present
commissioner, Bhaskar Rao, pleading with a political fixer for favours. The police can
claim it has the authority to tap the telephones of persons suspected to be a threat to the
state. However, there are clear norms that regulate this authority. The preliminary probe
in this case points to its gross misuse, purportedly to serve the interests of those wield-
ing power. The fractured verdict in the assembly elections last year had forced rival po-
litical parties to stitch coalitions of convenience to form government. Bitter rivals, Congress
and JD-S, had outsmarted the BJP to form a government. But soon, the JD-S and Congress
started to undercut each other, which left the government exposed to the manipulations
of politicians and officials. Institutions failed to act when rumours started to float about
posts in the administration being auctioned and fixed for patronage and cash being
offered to legislators.

Karnataka politics has been rocked by allegations of illegal phone tapping in the past
as well. In 1988, then chief minister Ramakrishna Hegde had to resign over a telephone
tapping allegation. But the system seems to have neither put in place checks and bal-
ances nor internalised the need to respect norms in the case of surveillance.

THIS ISN’T CRICKET

The relentless jeering of Steve Smith showed a mirror to the
dark underside of the game

NE WOULD HAVE thought that the English cricket fans would stop booing

a bruised Steve Smith, returning to fight for his team after he was felled by

a bouncer, but they didn’t. The relentless jeering showed a mirror to the

dark underside of the game. Smith’s stupendous knocks in this series de-
serve grudging respect even from the most hostile fan — even though he was returning
after a year away from the game, following his ban by Cricket Australia for ball tamper-
ing in 2018.

The orchestrated booing doesn’t even seem to have been an authentic emotion of dis-
pleasure. It didn’t appear to stem from a genuine feeling of betrayal and anger at an op-
ponent who has indulged in skulduggery. For long, football fans in England were tagged
with hooliganism. But it seems to have now caught on in cricket in a land that prides it-
self as the game’s home.

Smith has responded by piling up the runs. Every little act he does at the crease is con-
trary to what batsmen are expected to do. Stillness is demanded of them; he twitches,
walks, and at times teasingly leaves the middle and leg stump exposed. They are expected
to stretch forward to drive; he retreats and drives off the back foot. Calmness is expected;
he can be a furious blur of energy. He is a counter-intuitive batsman; a contrarian who
should make any open-minded fan curious. By their relentless booing, the English fans
may have achieved the opposite effect of what they set out to do. The crowd behaviour
may have hastened forgiveness, even triggered sympathy and respect for the player at the

receiving end.
spaper [ == <o N
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For all its current troubles, WTO may still emerge
as the lynchpin of global trade governance
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WORDLY WISE
UNDER OBSERVATION, WE ACT LESS FREE, WHICH

MEANS WE EFFECTIVELY ARE LESS FREE.
— EDWARD SNOWDEN

[t takes many

RajaT KATHURIA

ANOTHER SALVO FROM Washington, on our
Independence Day;, strips us (and China) of
the “developing nations” status. At any other
moment, both India and China would have
been pleased to rid themselves of this tag, but
not at this time. For, there is a catch. President
Donald Trump has reiterated his long-stand-
ing belief that India and China have benefited
immensely by misusing the developing coun-
try tag, thereby profiting unduly from privi-
leges conferred on such countries. He blamed
the World Trade Organisation (WTO) for this
lapse, and reiterated his threat to leave the
world’s largest multilateral trade forum.

Meanwhile, the narrative from China is
one of injury to the national psyche due in
part to the “centuries of humiliation” they
claim to have suffered at the hands of western
powers. Their growing economic and mili-
tary might presents the Chinese, in their own
words, an opportunity to set the historical
record straight. For the US, these are anxious
times for fear of losing the mantle of the
world’s preeminent power after at least three
decades of unchecked hegemony. Chinese
rise and US fears are straining their bilateral
trade and causing serious collateral damage
to the institution that has served well the
cause of trade, growth and stability of the
world economy in the post-WWII period.

A question uppermost on trade econo-
mists’ minds is whether the WTO is worth
saving. One way to evaluate the questionis to
investigate its achievements, with the obvi-
ous caveat that the past is an imperfect guide
to the future. Since the WTO came into being
in 1995, the world has witnessed massive
changes, some deeply structural in nature.
New technologies have transformed the way
we live, communicate, and trade.In 1995, less
than 0.8 per cent of the world’s population
used the internet; in June 2019 it was around
57 per cent. Communication technologies and
containerisation lowered costs and boosted
volumes of components moving in and out of
countries allowing production chains to be-
come increasingly international and also
much more complex. AniPhone, for example,
has about 14 main components that are man-
ufactured by 7-8 multinational companies
with branches in more than 40 countries.
Overall trade in goods has nearly quadrupled
since 1995, while WTO members’ import tar-
iffs have declined by an average of 15 per cent.
Over half of world trade is now tariff-free

There is no doubt that the
multilateral process needs to
be fortified and it cannot
happen until the strongest
member is vested in it.
Multilateralism implies that
every country agrees to bind
itself to the same rules as
other (smaller) countries
even when it conflicts with
self-interest. Admittedly,
trade is much more complex
now; negotiation among 164
members on standards to
generate consensus is at best
hard, and at worst,
impossible. The alternative,
regionalism, involves a
limited number of countries
and ostensibly relies less on
‘altruism’ of the members
and more on mutual gain.
But it suffers from an
exclusionary bias.

(WTO, 2015). Growth in trade has exceeded
growth in world GDP and has been associated
withimproved standards of living. Today, the
WTO regulates more than 98 per cent of
global trade flows among its members.

It also monitors the implementation of
free trade agreements, produces research on
global trade and economic policy, and serves
asaforum for settling trade disputes between
nations. Analternate way tolook at the WTO’s
success is not to focus on how much trade it
has helped create and the corresponding tar-
iff reductions, but the damage in trade value it
has helped avert. One estimate puts the value
of avoided trade wars at $340 billion per year.

When the US-China trade conflict began
inJuly 2018, many were lulled into believing
that the sabre-rattling was temporary and the
aggressive unilateralism that defined US ac-
tions would die a natural death. The US had
earlier used Super-301 legislation to desig-
nate specific countries as unfair traders, and
to threaten them with higher tariffs unless
they fell in line. Some countries complied
with US pressure to avoid escalation, while
others such as India and Brazil refused to ne-
gotiate under threat of US sanctions.

In the current instance, however, it does
not seem likely that the US will back off.
Neither does it seem that the Chinese (or
India) will agree to negotiate under duress. In
all likelihood, the Chinese will not brook an-
other humiliation, while India at the current
junctureis little more than collateral damage.
Moreover, it is not possible for India to trade
in the developing country status in the WTO
without a fight.

In any case, a unilateral finding of unfair
trading practices and subsequent action by
the US ignoring their own WTO commit-
ments, places other countries on higher moral
ground. Under the rules,ameasure is defined
as unilateral if it is imposed by a country with-
out invoking the WTO dispute settlement
procedures or other multilateral international
rules and procedures, and which is based
solely upon invoking the country’s own crite-
ria. Unilateral measures are inconsistent with
the letter and the spirit of multilateralism.
Article 23 of the Dispute Settlement
Understanding (DSU) explicitly prohibits
members from doing so.

Agracious explanationis that the USis us-
ing its power to discipline the trading system
for the benefit of all. China (and India), they

claim, has been a free-rider for long having
taken advantage of the open trading regime
while itself being opaque on subsidies, state
owned enterprises and intellectual property.
And since dispute settlement in the WTO has
become dysfunctional and appeals to the ap-
pellate body (AB) are taking longer than the
prescribed 90 days, the US has taken matters
in its own hands, playing the part of benign
dictator for the common good.

While this view might have someisolated
resonance, it is extremely charitable. There is
no justification for subverting the multilat-
eral process, especially by the country that
was instrumental in putting it together in the
first place. Further, the AB will cease to func-
tionin December unless the US agrees to ap-
point areplacement to maintain the required
quorum of three members. Without the AB,
the law of the jungle will replace the rule of
law, hurting the weak and destroying the
credibility of the entire process.

There is no doubt that the multilateral
process needs to be fortified and it cannot
happen until the strongest member is vested
init. Multilateralism implies that every coun-
try agrees to bind itself to the same rules as
other (smaller) countries even when it con-
flicts with self-interest. Admittedly, trade is
much more complex now; negotiation
among 164 members on standards to gener-
ate consensus is at best hard, and at worst,
impossible. The alternative, regionalism, in-
volves a limited number of countries and os-
tensibly relies less on “altruism” of the mem-
bers and more on mutual gain. But it suffers
from an exclusionary bias.

Multilateral agreement s still the best,and
when reasonable men and women sitaround
the table, a solution can be found. In the ab-
sence of pure multilateral negotiations, inter-
ested members could negotiate plurilaterally
with the aim of achieving multilateral out-
comes. But burden-sharing, as opposed toal-
truism among the big players, will remain an
integral part of the multilateral approach. The
WTO may still emerge as the lynchpin of
global trade governance. For, as the Mirza
Ghalib said: Ranjh se khugar hua insaan to
mit jaata hai ranj/ Mushkilein mujh par padi
itni ki asaan ho gayeen.

The writer is director and chief executive,
ICRIER. Views are personal. Neha Gupta,
Fellow, ICRIER, contributed to the article

BAD PRESCRIPTION

National Medical Council Act offers little change, brings in a host of new problems

SHAH ALAM KHAN

THE NATIONALMEDICAL Commission (NMC)
Bill 2019 was passed by the Lok Sabha on July
29 and the Rajya Sabha on August 1. Reading
this important Act, which will decide the fu-
ture course of medical education and medical
ethics in this country, one gets a feeling that it
offers little when compared to the Indian
Medical Council Act 1956 (which saw multi-
ple amendments), that led to the formation
of the Medical Council of India (MCI), a body
which was accused of rampant corruption.
The NMC Act, in the garb of change, has some
provisions which are far more problematic
than those in the amended MCI Act.

The constitution of the medical commis-
sion as proposed in the Act has issues of sub-
jugating federalism at multiple levels. The
nomination of important functionaries of the
NMCwill rest exclusively with the Centre: This
will give rise to nepotism and the promotion
of alackey culture, that had infested the MCI.
Even the Medical Advisory Council, proposed
in the Act, has nominated members from the
states, thereby reducing the role of states to
being consultative.

The other contentious point in the NMC
Act is the creation of a cadre of Community
Health Providers with the limited licence to
practice medicine at the mid-level. This pro-
vision is ameans to promote quackery within

The NMC bill is an
opportunity for positive
change, but unfortunately it
fails to address the
deficiencies in medical
education and healthcare in
this country. It fails to learn
from the 65 years of past
experience with the MCI. A
robust bill would have been
one that would have taken
out medical education

from the silos of traditional
blocks and incorporated a
culture of democratic
practice in the field.

the scientific practice of medicine. In recent
times, anti-scientific remarks by the political
leadership of the country have already signif-
icantly eroded scientific temper. By providing
the licence to practice medicine in such man-
ner, the credibility the scientific community
will be further eroded among citizens. There
is no doubt that at the current doctor-patient
ratio of 1:10,189 (WHO recommendation is
1:1,000), India is in dire need of doctors.
Successful models incorporating allied health-
care professionals/alternative systems into al-
lopathic medical practice are present through-
out the globe, but their involvement — and
quality — is thoroughly regulated. The NMC
Actdoes not propose any means to ensure this.
Also, there is ambiguity on which alternative
health professionals will be allowed alicence.

The Act has proposed a common exit ex-
amination — National Exit Test (NEXT), at the
end of the MBBS course. This test shall be held
to grant a licence to practice and will also be
the basis of admission to postgraduate
courses. Itappears that this provisionis based
on the premise that exit examinations pro-
duce good students. This premise has been
under scrutiny the world over. More so, eval-
uating an MBBS student at the end of the fi-
nal year through multiple choice questions
(MCQs) is not a good idea: Existing evidence

from across the world clearly favours subjec-
tive clinical evaluation as the best means to
evaluate an upcoming doctor. It would have
been better if a common exit exam had been
held after ensuring that the level of medical
education throughout the country is uniform.

Besides failing to address people-centric
issues like recommendations for retention of
doctors in rural health services, the NMC Act
appears to heavily favour private medical col-
leges. Allowing the private medical colleges
to “sell” 50 per cent seats is a serious threat to
healthcare. It sets a dangerous precedent of
usurping deserving students from becoming
doctors merely on the basis of money.

The NMC Act fails to learn from the 65
years of experience with the MClL. Arobust law
would have been one that would have taken
out medical education from the silos of tradi-
tional blocks and incorporated a culture of
democratic practice in the field. Medical ped-
agogy is different from non-medical educa-
tion. Itis dependent on both didactics as well
as clinical training. Evaluation of doctors
should be alogically-regulated moral process,
not a cruel retribution.

The writer is professor of orthopaedics, AIIMS,
New Delhi and author of Announcing the
Monster. Views are personal
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ODDS AGAINST CHARAN
ONTHE EVE of the crucial debate on the con-
fidence motion the odds seemed to be
weighted against Charan Singh tonight. The
Lok Sabha will tomorrow discuss for seven
hours at a stretch the Prime Minister’s mo-
tion seeking confidence of the House. At 6
pm sharp, 533 members will be asked to cast
their vote to decide whether Charan Singh
can continue in office. Only Indira Gandhi,
who commands 74 Congress-I votes in the
Lok Sabha can bail out Charan Singh, but tak-
ing into account the Party Working
Committee yesterday and the Parliamentary
Party today, it is highly unlikely that she will
rescue Charan Singh.

MINISTERS RESIGN

ALL THE FIVE Punjab Janata ministers sub-
mitted their resignations from the state cab-
inet following the Akali Dal’s decision to sup-
port Charan Singh on the vote of confidence
inthe Lok Sabha. The Akali Dal had taken the
decision last night to support tbe Charan
Singh Ministry without joining it. The Punjab
Janata Party ministers, the deputy speaker
of the state vidhan sabha and about half a
dozen Janata legislators had come to Delhi
to watch the Akali Dal’s decision unfold. The
resignations of the Janata ministers were
handed over to the chief minister, Parkash
Singh Badal, by the state Janata president,
Yagya Dutt Sharma this afternoon.

MORVI DISASTER

The Indian Air Force helicopter hovers over
Morvi, then dips suddenly, like a roller
coaster hurtling down at a sharp angle, ac-
cording to a first-person account by Saeed
Naqvi. From the air, Morvi looks like a still
from an old war movie — devastated and
desolate. There are rows upon rows of houses
without roofs. What were once streets are
now covered with heaps of rubble. A sample
of the tragedy is available even in Rajkot, in
the 10 odd refugee camps, in the voiceless
wailing of women sitting huddled ina comer
— they have lost all the members of their
family. But the real tragedy is in the expres-
sionless eyes of the people.
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ARJUN RAM MEGHWAL

ON AUGUST 6, ARTICLE 370 was revoked by
the Union government, which provided spe-
cial status to the erstwhile state of Jammu and
Kashmir ( ] & K). There have always been scat-
tered opinions in favour of abrogating this
provision. At the time of the conception of
Article 370itself, initially brought in as Article
306A, B R Ambedkar had categorically op-
posed it because it hampered with the unity
and integrity of India.

The draft Constitution, which was handed
over by Ambedkar, the drafting committee
chairman, to Constituent Assembly Chairman
Rajendra Prasad on February 21, 1948, did not
contain the provision granting special status
to J&K. Jawaharlal Nehru strongly favoured
special status as well as Sheikh Abdullah’s
prime ministership of the state. During the
meeting with Sheikh Abdullah, Ambedkar
opposed the provision, which would lead to
breaking the fabric of national unity and in-
tegrity. He turned down the demand for spe-
cial status and advised that “You want India
to defend Kashmir, feed its people, give
Kashmiris equal rights all over India. But you
want to deny India and Indians all rights in
Kashmir.Iam a Law Minister of India, I cannot
be a party to such a betrayal of national inter-
ests.”

Reacting to Ambedkar’s misgivings, Nehru
entrusted his close confidante, N
Gopalaswami Ayyangar, Minister without
Portfolio in the interim government and for-
mer diwan to Maharajah Hari Singh, with the
responsibility of preparing a draft for the nec-

°c 0 0 0

essary legislation to grant special status to J&K.
On May 27,1949, Ayyangar introduced a mo-
tion which contained an alternative method
of selecting the representatives from J&K for
the Constituent Assembly. Ayyangar recom-
mended that all four persons from the state
be nominated by the ruler on the advice of his
prime minister. After a brief debate, the meas-
ure was adopted by the members of the
Constituent Assembly. The interim govern-
ment led by Abdullah nominated Mirza
Mohammed Afzal Beg, Maulana Mohammed
Syed Masoodi and Moti Ram Baigra, in addi-
tion to Abdullah himself. Ayyangar came up
with the draft of Article 306 A in consultation
with these four National Conference leaders.

On October 17,1949, Nehru was in the US
and Ayyangar was entrusted with the motion
for the insertion of Article 306A in the con-
stituent assembly. After the introduction of
the motion, Maulana Hasrat Mohani tried to
oppose the special provision, but he didn’t get
much time. The motion was adopted on the
same day and Article 306A was renumbered
Article 370 at the revision stage. Ambedkar’s
opposition to this move is evident from the
fact that he had refused even to attend the
session that passed the motion.

From time to time and on various plat-
forms, Ambedkar had opposed the policies of
the Nehru government related to J&K.In 1951,
the election manifesto of the Scheduled Caste
Federation, a party formed by Ambedkar
stated: “The policies if continued will lead to
perpetual enmity between India and Pakistan,
and the possibility of war between the two
countries.” It was his farsightedness that his
words became reality and there have been
three wars between India and Pakistan. While
criticising the Nehru government on the J&K
issue on the floor of the House during the
Budget (General) 1952-53 discussion,
Ambedkar meticulously made the point con-
fronting the additional Rs 50 crore in the de-
fence budget because of the Kashmir im-
broglio. Ayyangar was the defence minister
during this time and Ambedkar reminded him
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Babasaheb and Article 370

BR Ambedkar opposed the special status for Jammu and Kashmir.
He would have agreed with its abrogation now

Ambedkar realised that
J&K’s special status would
create another layer of
sovereignty within sovereign
India, which can be
detrimental to the unity and
integrity of the Republic.
Article 370 led to the creation
of a separate flag and
separate constitution, which
engendered feelings of
separatism and regional
autonomy, misleading the
youths and ultimately gave
birth to terrorism,
corruption and
misgovernance. The state
had to face isolation from
mainstream development
programmes and policies
brought in by central
governments.

CR Sasikumar

that a permanent solution to the Kashmir
problem was related to the abrogation of
Article 370.Under Nehru's influence, the gov-
ernment did not pay any heed to this advice.
Inanother instance, during a debate on Article
370, Nehru told the House that it is a tempo-
rary provision and its erosion will happen
gradually. But Article 370 did not erode. It be-
came stronger, making the lives of common
citizens difficult in the erstwhile state of J&K.

Ambedkar realised that J&K’s special sta-
tus would create another layer of sovereignty
within sovereign India, which can be detri-
mental to the unity and integrity of the
Republic. Article 370 led to the creation of a
separate flag and separate constitution, which
engendered feelings of separatism and re-
gional autonomy, misleading the youths and
ultimately gave birth to terrorism, corruption
and misgovernance. The state had to face iso-
lation from mainstream development pro-
grammes and policies brought in by central
governments.

Ambedkar and Syama Prasad Mookerjee
were the two non-Congress ministers in the
interim government (1947-52)led by Nehru.
It is important to note that on the issues re-
lated to J&K, the concurrence in the views of
both intellectuals is clearly visible. During the
first general election (1951-52), the Praja
Parishad and Jana Sangh, led by Mookerjee,
adopted a stand similar to that of Ambedkar
—tobring J&K fully under the Constitution of
India by repealing Article 370. In 1964, a few
Congress parliamentarians also supported
the move to abrogate Article 370.

Now, with the scrapping of Article 370,
the country has taken a historic decision and
anew era has begun in Jammu, Kashmir and
Ladakh. It appears that the measure taken by
Narendra Modi to correct a historic blunder is
a humble tribute to Babasaheb Bhimrao
Ambedkar.

The writer is Union Minister of State for
Parliamentary Affairs and Heavy Industries &
Public Enterprises

VAPPALA BALACHANDRAN

Spy who came in from the cold

RN Kao, R&AW’s first chief, laid the foundations of Indian espionage

UNION HOME Minister Amit Shah is deliv-
ering the R N Kao memorial lecture today.
How do we remember Kao, who was one of
the most powerful intelligence chiefs in
India’s history? He founded a new organisa-
tion, gave it a totally new work culture and
broke the back of the biggest security threat
to our nation. Yet Kao, whose birth centenary
was last year, had no shade of arrogance in
his behaviour and was a warm-hearted and
kind man behind the veneer of an extraor-
dinary aura and trappings of power.

When India won Independence in 1947,
itdid not have anintelligence organisation to
meet the security requirements of a nation
which was born in conflicts and bloodshed.
The Intelligence Bureau (IB) that India inher-
ited from the British catered only for impe-
rial interests both in internal and external
spheres. The British chose the Indian police
for carrying out both functions asit suited the
colonial administration to have a coercive
arm for executing these priorities. This
arrangement did not suit a nascent nation like
India, which was emerging as a role model
for other newly-independent countries.

This responsibility came on the shoulders
of the legendary Bhola Nath Mullik, the sec-
ond director of IB (1950-64). Mullik says it
was Jawaharlal Nehru who guided the IB in
the art of fixing intelligence priorities by reg-
ularly addressing its officers. He gave them
a wider perspective of how intelligence, es-
pecially foreign intelligence, not only pro-
tected nascent democratic countries but also
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allowed them to gain influence in the game
of power politics. Kao was groomed by
Mullik in undertaking these external intelli-
gence tasks.

Kao’s first overseas assignment was help-
ing the Hong Kong police in investigating one
of the earliest cases of aviation terrorism. On
April 11, 1955 Air India’s “Kashmir Princess” to
Jakarta, carrying delegates for the Afro-Asian
Conference in Bandung, crashed into the sea.
China’s Prime Minister Zhou Enlai, who was
to have been on the flight, escaped since he
cancelled his trip at the last moment.
Investigation revealed suspected Taiwanese
involvement through an airport cleaner, who
planted American made MK-7 detonator.
Years later, a French source revealed that
Zhou, who was the founder of Chinese intel-
ligence, was alerted in advance by his sources.

The 1971 Indo-Pak war which split
Pakistan was the high point of Kao’s career.
However, the task was not easy as Kao had
to face bureaucratic hurdles at every stage in
1968 to create a separate foreign intelligence
unit. He used to tell me that apart from old
colleagues’ obstructive tactics, he also had to
overcome a scheming deputy secretary in
the Cabinet Secretariat, who would whittle
down all higher level decisions on financial,
administrative and operational issues.

Kao founded the Research and Analysis
Wing (R&AW)in 1968 and headed it till 1977.
Within a short time after setting it up, he was
able to recruit a large number of persons
with special skills, not available through nor-

mal bureaucratic channels, with great re-
sults. He hired a retired army officer whose
unit could intercept advance intelligence on
Pakistan’s pre-emptive air attack on
December 3, 1971. The satellite monitoring
facility set up by his part-time aide, who was
working full-time in another technical de-
partment, came in handy even later during
the Pakistan’s clandestine nuclear bomb
project period.

Kao would not agree to record his signif-
icant role in creating Bangladesh. Former
minister Jairam Ramesh has done a great
service in unearthing the historical record of
the 1971 operations while writing his semi-
nal biography of PN Haksar (PNH). He could
find from PNH's archives the latter’s proposal
to the prime minister to make Kao the coor-
dinator of a high-level committee on decid-
ing aid to Bangladesh freedom fighters. Indira
Gandhi issued the order on March 2, 1971,
constituting this committee designating Kao
as the convenor.

Kao was at his best while interacting with
foreign intelligence chiefs with whom he cul-
tivated personal bonds. Volumes could be
written on his silent contribution in build-
ing up high-level relationship to protectand
expand our strategic interests, achieving
what normal diplomacy could not. Mossad
chief Nahum Admoni has told me that he
was an admirer of Kao. [ was a witness to
Kao’s personal friendship with the then
French external intelligence chief, Le Conte
Alexandre de Marenches, the colourful aris-

tocrat, nick named “Porthos” because of his
size, who held the longest tenure of director-
ship of the French external service SDECE,
now called DGSE.

It was Marenches-Kao-Nematollah
Nassiri (of Iran’s Savak) who conceived the
idea of “Trilateral cooperation” between
France, India and the Shah'’s Iran in the mid
Seventies to carve out an independent role,
to offset the growing US-USSR rivalry in the
Indian Ocean. Unfortunately, this secret proj-
ect could not last as Kao demitted office in
1977, Nassiri was killed by the Khomeni
regime in 1979 and Marenches was sacked
by President Mitterand.

When Indira Gandhi returned to power,
she made Kao the senior security advisor in
1981. Kao was the first to conclude that it was
not enough that intelligence is collected
through different agencies but that some-
body should coordinate and arbitrate the
output before presenting it to the policy
makers. He thus set up the foundations of a
future National Security Council system by
establishing a “Policy and Research Staff”
(PARS) to function as a think tank and policy
adviser to the government. In doing this, he
practised what Henry Kissinger said much
later: “The Security Adviser’s contact with
media and foreign diplomats should be to
the minimum. Conduct of foreign policy
should be left to the Secretary of State”.

The writer is a former Special Secretary,
Cabinet Secretariat
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WHAT THE OTHERS SAY

“The US president has enlisted Benjamin Netanyahu in his campaign for re-
election. That is an alarming development for both countries.”

— THE GUARDIAN

What India has to
offer in the Gulf

Delhi should support the region’s reform agenda,
deepen economic and security cooperation

RAJA MANDALA
BY C RAJA MOHAN

PRIME MINISTER Narendra Modi’s visit to
the United Arab Emirates and Bahrain this
week underlines Delhi’s continuing com-
mitment to the transformation of India’s
relations with the Gulf region. Although,
the Gulf's value for India had steadily risen
for more than four decades, Modi is the first
one to pay sustained high-level political at-
tention to the region.

If no prime minister of India had trav-
elled to the UAE for more than three
decades, before 2015, Modi is about to head
to the Emirates for the third time since then.
That Modi is being honoured with the
Zayed Medal, the highest civilian honourin
the Emirates, underlines the new good will,
trust and personal intimacy between PM
Modi and the UAE leadership. The Zayed
Medal is named after the founder of the
kingdom, Sheik Zayed bin Sultan Al Nahyan.

If India tended to see the Gulf region
through the prism of Pakistan in the past, it
has now learnt that the conservative Gulf
Kingdoms are quite eager to develop anin-
dependent relationship with Delhi. Three
areas highlight the region’s new approach
to India.

First, some Gulf countries have ex-
panded counter-terror cooperation with
Delhi, extending support to India in the un-
folding conflict over Jammu and Kashmir,
and have sought to open the OIC platform
for India despite Pakistan’s objections.
Delhi has long chafed at Pakistan’s routine
mobilisation of the Organisation Islamic
Cooperation against India.

Second, recognising Modi’s special in-
terest in the welfare of the Indian diaspora
and expatriate labour, the Gulf kingdoms
have begun to address many of the long-
standing Indian concerns. Third, the oil rich
Gulf has begun to see India, one of the
world’s leading energy importers, as a ma-
jor economic partner. The recent Saudi de-
cision to pick up 20 per cent stake in the oil
business of Reliance Industries Limited and
UAE'’s support for the construction of India’s
Strategic Petroleum Reserve are two exam-
ples of deepening energy interdependence.

Modi’s non-defensive and non-ideolog-
ical approach to the Gulf has been a major
contribution to India’s foreign policy. But
there is one weakness that remains to be
overcome. If the focus of Modi’s first term
was on what India can get from the region,
the emphasis in the second must be on
what Delhi can do for the Gulf. Three op-
portunities present themselves for India.

The first is about paying greater atten-
tion to the domestic dynamics in the dif-
ferent kingdoms of the Gulf amidst the re-
gion’s deepening political turbulence. One
important new trend has been the effort to

UAE has been at the forefront of this effort
aimed at modernising and stabilising the
Arab Gulf societies. In Saudi Arabia, Crown
Prince Mohammed bin Salman has taken
some small but significant steps to liber-
alise the economy and society.

While the West has reacted with scep-
ticismor is demanding faster pace in these
reforms, Delhi should offer strong public
support for the reform agenda in the re-
gion. No country has a higher stake in the
efforts to reclaim the legacy of peaceful co-
existence of religions in the Gulf.
Supporting positive reform will lend
greater weight to India’s concerns about
the continuing negative trends in the re-
gion, such as the support for extremist
ideologies.

Second, Delhi must reciprocate more
productively to the enthusiasm in the Gulf
region for strategic economic cooperation
with India — ranging from energy and dig-
ital innovation to arms production and
space technology. While the region is ready
to deploy its considerable amounts of cap-
ital in India’s growth story, Delhi has been
tardy in facilitating investments from the
Gulf.

China, in contrast, has moved quickly to
elevate its economic and commercial pro-
file in the region. As India begins to take the
dangers of an economic slowdown seri-
ously, it should try and unclog multiple bu-
reaucratic and policy obstacles to invest-
ments from the Gulf.

Third, security cooperation, where the
unrealised potential remains huge. The
highly vulnerable Gulf regimes have long
depended upon Britain and the US to pro-
tect themselves from threats — internal, re-
gional and international. Amidst the cur-
rent domestic turmoil in the
Anglo-American world, President Donald
Trump’s talk on downsizing America’s role
in the Gulf is encouraging the region to di-
versify its security partnerships.

Itis time Delhi showed some initiative
to develop a more pro-active strategy for
defence cooperation in the region. Inaction
now will necessarily lead to reaction as
other Asian powers like China carve out a
larger security role in the Gulf. Russia and
France have already stepped up their in-
volvement in the Gulf region’s security
affairs.

As the internal conflicts within the Gulf
region — the intra-Arab, as well as between
the Arabs and the Iranians — sharpened in
recent years, Delhi’s instinct was to avoid
getting drawn into these. But ducking can’t
be a permanent Indian security strategy in
the Gulf. Thanks to the potential American
retrenchment, the Gulf powers are recog-
nising the importance of engaging each
other. The recent talks on maritime secu-
rity between UAE and Iran, who have had a
troubled relationship for long, could be a
sign of things to come. The question for
India is no longer about taking sides; it is
about contributing to the regional security
in whatever manner it can.

The writer is director, Institute of South
Asian Studies, National University of
Singapore and contributing editor on
international affairs for
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LETTERS TO THE EDITOR
DIALOGUE NEEDED
THIS REFERS TO the editorial, ‘World LETTER OF THE
and Valley’ (IE, August 19). That we WEEK AWARD

need to engage with the world over
the current and past issues in Jammu
and Kashmir with more alacrity and
less reservation is evident from the
nuanced responses from both our tra-
ditional friends and foes.
Domestically, too, there is a need for
dialogue and transparency with re-
spect to the Opposition. Kashmir is
just one among many issues that will
test us as a polity. A healthy attitude
towards the Opposition, and an inter-
nal dialogue, can only add to our
standing in globally.

R Narayanan, Navi Mumbai

A MIRAGE

THIS REFERS TO the article, ‘Valley’s
new dawn’ (IE, August 19). It is surpris-
ing that Minister Ravi Shankar Prasad
has not mentioned the “new dawn” of
asense of alienation and betrayal in the
Valley, which has been consolidated by
the short-sightedness of the current
government on August 5. Just talking
about some success stories and building
a narrative that a new dawn of devel-
opment has come constitute a mirage.
The government does not seem to re-
alise that armies can win territories but
not hearts.

Mohsin Ilahi, Aligarh

AFTER MONSOON
THIS REFERS TO the editorial, ‘A game of
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Noida-UP 201301.
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change’ (IE,August 19).The monsoon
and Indian agriculture have been con-
nected for a long time. The farmers’
cropping cycle is also aresult of this re-
lationship. Before the era of artificial ir-
rigation, most of our cropland were
rain-fed. So, the farm community dug
ponds as reservoirs of water and kept
the water for use in the non-monsoon
season. Those practices must be revived
and strengthened, especially as climate
change is making the monsoon more
unreliable.

Tapomoy Ghosh, Katwa,
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TARDIGRADE, THE WATER BEAR

They can survive the most difficult conditions.
Have they now populated the Moon?

ON APRIL 11, the Israeli spacecraft
Beresheet attempted to land on the
Moon, but crashed on the surface. It was
carrying a number of items — including
thousands of specimens of a living organ-
ism called tardigrade. The tardigrade, also
known as water bear, is among the
toughest and most resilient creatures on
Earth. The questionis: did the thousands
of dehydrated tardigrades on Beresheet
survive the crash? And if they did, are
they now living on the Moon?

The tardigrade can only be seen un-
der amicroscope. Half a millimetre long,
it is essentially a water-dweller but also
inhabits land and, a 2008 study found,
can survive in the cold vacuum of outer
space. In 2017, another study found that
if all other life were to be wiped out by a
cataclysmic event — a large asteroid im-
pact,a supernova or a gamma-ray bursts
— the tardigrade would be the likeliest to
survive. The tardigrade can endure ex-
treme hot and cold temperature levels.

Although the tardigrades on the
spacecraft were dehydrated, the organ-
ismis known to “come back to life” onre-
hydration. In fact, they themselves expel
water from their bodies and set off a
mechanism to protect their cells,and can
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still revive if placed in water later.
However, there is no evidence of liquid
water on the Moon, although thereis ice.
Without liquid water, it is possible that
the tardigrades will remain in their cur-
rent state, unless future astronauts find
them and revive them in water.

The tardigrade derives its name from
the fact thatitlooks like an eight-legged
bear, with a mouth that can project out
like a tongue. Its body has four segments
supported by four pairs of clawed legs. A
tardigrade typically eats fluids, using its
claws and mouth to tear open plant and
animal cells, so that it can suck nutrients
out of them. It is also known to feast on
bacteria and, in some cases, to kill and
eat other tardigrades. Although they are
famed for their resilience, they are de-
structible too. Should a human being
swallow a tardigrade with her food, her
stomach acid will cause the flesh of the
tardigrade to disintegrate.

On the Moon, should they find liquid
water and revive, the tardigrades might
not last very long in the absence of food
and air, according to Live Science maga-
zine, which quoted Kazuharu Arakawa, a
tardigrade researcher at Keio University
in Tokyo.

A MACHINE CALLED SOCIAL MEDIA

IN 1922, the Swiss-German painter Paul
Klee sketched “Twittering Machine” in
watercolour and pen-and-ink oil transfer
on paper, showing some birds on a wire
(or branch) connected to a hand-crank. It
has been interpreted in various ways —
including as a depiction of machinery lur-
ing nature toits ruin. Inan online presen-
tation, New York’s Museum of Modern Art
describes the relationship be-
tween birds and machines: “The
‘twittering’ in the title doubtless
refers to the birds, while the ‘ma-
chine’ is suggested by the hand
crank. The two elements are, lit-
erally, a fusing of the natural with
the industrial world...”

Political writer and broad-
caster Richard Seymour argues
that the artwork is a metaphor for hu-
mans’ present-day relationship with so-
cial media. His new book has the same
name as Klee’s sketch.

The Twittering Machine uses insights
from users, developers, security experts

and others to probe what we are getting
out of the social media machine, and
what we are getting into. It argues that
the system s an addiction-machine. “We
are users, waiting for our next hit as we
like, comment and share. We write to the
machine as individuals, but it responds
by aggregating our fantasies, desires and
frailties into data, and returning them to
us as acommodity experience,”
the publisher’s description says.

Inits review of the book, The
Guardian says: “The twittering
machine, as Seymour calls i,
has no innate morality, but it
preys on our weaknesses to
monopolise our attention and
modify our behaviour. We are
left jangled, needy, constantly
alert for the chirp that announces some
new and unnecessary missive, ever ready
to resume our chore of clicking the ‘like’
button, surrendering to the advertisers
who gather up the personal data we so
guilelessly provide.”
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Bonds, vields, and inversion

As talk of arecession gets louder globally, bond yields are being keenly watched. A government bond yield
curve most accurately reflects what investors think about current and future economic growth prospects

UDIT MISRA
NEW DELHI,AUGUST 19

BOND YIELDS have featured in news reports
both globally and within India in recent
months. InIndia, government bond yields fell
sharply in the wake of the Union Budget, al-
though they have come off the lows in the
past few weeks. Internationally, US treasury
bond yields plummeted last week, but they
too have moderated after it became clear that
governments almost everywhere have
shown the desire to boost economic growth.

What are bonds?

Abond is aninstrument to borrow money.
It is like an IOU. A bond could be floated/is-
sued by acountry’s government or by a com-
pany to raise funds. Since government bonds
(referred to as G-secs inIndia, Treasury in the
US, and Gilts in the UK) come with the sover-
eign’s guarantee, they are considered one of

the safest investments. As a result, they also

-

The yield curve evolves in line with the
changes in the economic conditions.
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give the lowest returns on investment (or
yield).Investments in corporate bonds tend to
be riskier because the chances of failure (and,
therefore, the chances of the company not re-
paying the loan) are higher.

What are bonds yields?

Simply put, the yield of a bond is the ef-
fective rate of return that it earns. But the rate
of return is not fixed — it changes with the
price of the bond. But to understand that, one
must first understand how bonds are struc-
tured. Every bond has a face value and a
coupon payment. There is also the price of
the bond, which may or may not be equal to
the face value of the bond.

Suppose the face value of a 10-year G-sec
is Rs 100, and its coupon payment is Rs 5.
Buyers of this bond will give the government
Rs 100 (the face value); in return, the govern-
ment will pay them Rs 5 (the coupon pay-
ment) every year for the next 10 years, and
will pay back their Rs 100 at the end of the
tenure. In this case, the bond’s yield, or effec-
tive rate of interest, is 5%. The yield is the in-
vestor’s reward for parting with Rs 100 today;,
but for staying without it for 10 years.

Why and how do yields go up and down?
Imagine a situation in which there is just
one bond, and two buyers (or people willing

tolend to the government). In such a scenario,
the selling price of the bond may go from Rs
100toRs 105 or Rs 110 because of competitive
bidding by the two buyers. Importantly, even
if the bond is sold at Rs 110, the coupon pay-
ment of Rs 5 will not change. Thus, as the price
of the bond increases from Rs 100 to Rs 110,
the yield falls to 4.5%.

Similarly, if the interest rate in the broader
economly is different from the initial coupon
payment promised by a bond, market forces
quickly ensure that the yield aligns itself with
the economy’s interest rate. In that sense, G-
secyields are in close sync with the prevailing
interest rate in an economy. With reference to
the above example, if the prevailing interest
rate is 4% and the government announces a
bond with a yield of 5% (that is, a face value of
Rs 100 and a coupon of Rs 5) then alot of peo-
ple will rush to buy such abond to earn a higher
interest rate. This increased demand will start
pushing up bond prices, even as the yields fall.
This will carry on until the time the bond price
reaches Rs 125 — at that point, a Rs-5 coupon
payment would be equivalent to a yield of 4%,
the same as in the rest of the economy.

This process of bringing yields in line
with the prevailing interest rate in the econ-
omy works in the reverse manner when in-
terest rates are higher than the initially
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promised yields.

What is happening to US govt bond yields
atpresent? What does it signify?

The global economy has been slowing
down for the better part of the last two years.
Some of the biggest economies are either
growing at a slower rate (such as the US and
China) or actually contracting (such as
Germany).

As a result, last week, US Treasury bond
yields fell sharply as there was confirmation
of slowdown in Germany and China. Reason:
investors, both inside the US and outside, fig-
ured that if growth prospects are plummet-
ing, it makes little sense to invest in stocks or
even riskier assets. [t made more sense rather,
toinvestin something that was both safe and
liquid (that is, something that can be con-
verted in to cash quickly). US Treasury bonds
are the safest bet in this regard. So, many in-
vestors lined up to buy US Treasury bonds,
which led to their prices going up, and their
yields falling sharply.

The fall in the yields of 10-year govern-
ment bonds showed that the bond investors
expected the demand for money in the fu-
ture to fall. That is why future interest rates
are likely to be lower. A lower demand for
money in the future, in turn, will happen only

when growth falters further. So government
bond yields falling typically suggests that eco-
nomic participants “expect” growth to slow
down in the future.

Of course, the bond yields are just “sug-
gesting” this - they do not “cause” the growth
to “reduce” in the future.

And whatis ayield curve,and what does
it signify?

Avyield curve is a graphical representation
of yields for bonds (with an equal credit rat-
ing) over different time horizons. Typically, the
term is used for government bonds — which
come with the same sovereign guarantee. So
the yield curve for US treasuries shows how
yields change when the tenure (or the time for
which one lends to the government) changes.

If bond investors expect the US economy
to grow normally, then they would expect to
be rewarded more (that is, get more yield)
when they lend for a longer period. This gives
rise to a normal — upward sloping — yield
curve (see chart).

The steepness of this yield curve is deter-
mined by how fast an economy is expected
to grow. The faster it is expected to grow the
more the yield for longer tenures. When the
economy is expected to grow only margin-
ally, the yield curve is “flat”.

What thenis yield inversion, and what
does it mean?

Yield inversion happens when the yield on
a longer tenure bond becomes less than the
yield for a shorter tenure bond. This, too, hap-
pened last week when the 10-year Treasury
yield fell below the 2-year Treasury yield.

Avyield inversion typically portends a re-
cession. An inverted yield curve shows that
investors expect the future growth to fall
sharply; in other words, the demand for
money would be much lower than what itis
today and hence the yields are also lower.

How good is yield inversion at predicting
arecession?

Although US Commerce Secretary
Wilbur Ross was quoted as saying Monday
that “eventually there’ll be a recession but
this inversion is not as reliable, in my view,
as people think”, yet US data show histori-
cally that barring one episode in the mid-
1960s, a yield inversion has always been fol-
lowed by a recession.
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India biggest emitter of sulphur
dioxide: report using NASA data

EXPRESS NEWS SERVICE
BEIJING, AUGUST 19

A NEW report by Greenpeace India shows
the country is the largest emitter of sulphur
dioxide in the world, with more than 15% of
all the anthropogenic sulphur dioxide
hotspots detected by the NASA OMI (Ozone
Monitoring Instrument) satellite. Almost all
of these emissions in India are because of
coal-burning, the report says.

The vast majority of coal-based power
plants in India lack flue-gas desulphurisation
technology to reduce air pollution.

The Singrauli, Neyveli, Talcher,
Jharsuguda, Korba, Kutch, Chennai,
Ramagundam, Chandrapur and Koradi ther-
mal power plants or clusters are the major
emission hotspots in India, the report says.

In a first step to combat pollution levels,
the Ministry of Environment, Forest and
Climate Change introduced, for the first time,
sulphur dioxide emission limits for coal-fired
power plants in December 2015. But the

deadline for the installation of flue-gas desul-
phurisation (FGD) in power plants has been
extended from 2017 to 2022.

The report also includes NASA data on the
largest point sources of sulphur dioxide.

The largest sulphur dioxide emission
hotspots have been found in Russia, South
Africa, Iran, Saudi Arabia, India, Mexico,
United Arab Emirates, Turkey and Serbia.

Air pollutant emissions from power
plants and other industries continue to in-
crease in India, Saudi Arabia and Iran, the
report says.

In Russia, South Africa, Mexico and
Turkey, emissions are currently not increas-
ing — however, there is not a lot of progress
in tackling them either.

Of the world’s major emitters, China and
the United States have been able to reduce
emissions rapidly. They have achieved this
feat by switching to clean energy sources;
China, in particular, has achieved success
by dramatically improving emission stan-
dards and enforcement for sulphur dioxide
control.

From American Wild West to Europe war theatres, evolution of razor wire

SMITANAIR
PANAJI, AUGUST 19

AT A number of places in the Kashmir
Valley, security forces have put coils of con-
certina wire on roads to enforce restrictions
on movement. Concertina wire fences are
used along territorial borders and in the-
atres of conflict around the world, to keep
out combatants, terrorists, or refugees.

The Nomenclature

The expandable spools of barbed or ra-
zor wire get their name from concertina, a
hand-held musical instrument similar to
the accordion, with bellows that expand
and contract. Concertina wire coils were an
improvisation on the barbed wire obstacles
used during World War L. The flat, collapsi-
ble coils with intermittent barbs or blades
were designed to be carried along by in-
fantry, and deployed on battlefields to pre-
vent or slow down enemy movement.

Epﬂp&r..nelsa. com

The early avatars

The Englishman Richard Newton is
credited with creating the first barbed wire
around 1845; the first patent for “a double
wire clipped with diamond shaped barbs”
was given to Louis Francois Janin of France.
In the United States, the first patent was reg-
istered by Lucien B Smith on June 25, 1867,
for a prairie fence made of fireproof iron
wire. Design innovations and more patents
followed; Michael Kelly twisted razor wires
together to form a cable of wires.

The American businessman Joseph F
Gliddenis considered to be the father of the
modern barbed wire. His design of two
strands of intertwined wire held by sharp
prongs at regular intervals, won a famous
legal victory against the US Patent and
Trademark Office in 1874.

Non-military uses

Barbed wire was initially an agrarian
fencing invention intended to confine cat-
tle and sheep, which unlike lumber, was

A coil of concertina wire in Srinagar last week. P11

largely resistant to fire and bad weather. An
advertorial published in the US in 1885 un-
der the title ‘Why Barb Fencing Is Better Than
Any Other’, argued that “it does not decay;
boys cannot crawl through or over it; nor
dogs; nor cats; nor any other animal; it
watches with argus eyes the inside and out-
side, up, down and lengthwise; it prevents
the ‘ins’ from being ‘outs’, and the ‘outs’ from
being ‘ins’, watches at day-break, at noon-
tide, at sunset and all night long...”

Barbed wire soon became a symbol of
power and property, changing the sociopo-
litical and economic landscape of the
American West, converting the undefined
prairies into private properties, and mak-
ing the roaming cowboy on horseback in-
creasingly redundant.

Evolution of concertina

Barbed wire was put to military use in
the Siege of Santiago in 1898 during the
Spanish-American War, and by the British
in the Second Boer War of 1899-1902 to

confine the families of the Afrikaans-speak-
ing Boer fighters.

World War I saw extensive use of barbed
wire — and German military engineers are
credited with improvising the earliest con-
certina coils on the battlefield. They spun
barbed wire put up by the Allied soldiers
along the Hindenburg Line on the Western
Front into circles, making it more effective
against infantry charges. Both sides eventu-
ally used concertina wire, which did not, un-
like traditional barbed wire, require too much
support infrastructure or nailing down, and
could simply be spread on the battlefield.

Use in Jammu and Kashmir

The fence erected by India along the Line
of Control to keep out terrorist infiltrators
consists of rows of concertina wire coils
held by iron angles. Concertina coils have
long been deployed during curfews in the
Valley. They are now commonly seen else-
where in India too, and are used to secure
private properties as well.
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Something special

India and Bhutan have a good thing going;
each must take the other’s concerns seriously

rime Minister Narendra Modi’s two day visit to
PThimphu affirmed a long-standing tradition bet-

ween India and Bhutan, where the leaders of
both countries have given visiting each other a major
priority early in their tenures. Mr. Modi returned a state
visit to India by Bhutan Prime Minister Dr. Lotay Tsher-
ing in December 2018; this visit was actually delayed to
include outcomes such as the inauguration of the 720
MW Mangdechhu hydropower plant. The relationship
is indeed built on a traditional closeness, one that is un-
ique in today’s world. Open borders, close alignment
and consultation on foreign policy, and regular, open
communications on all strategic issues are the hallmark
of the relationship that has maintained its consistency
for the past many decades. Bhutan’s unequivocal sup-
port to India on strategic issues has meant a lot to India
on the international stage and at the United Nations.
Equally, Bhutan’s leadership has not flinched in oppos-
ing threats to India; for instance, the former King’s ef-
forts in 2003 to drive out ULFA rebels or more recently,
support for India’s stand against Chinese troops on the
Doklam plateau. India’s assistance to Bhutan’s planned
economy, to constructing its highest revenue earner of
hydropower generated electricity, and then buying the
electricity generated has also ensured a symbiotic and
mutually beneficial base to the relationship, which has
been nurtured by the leaders in both countries, in a
manner Mr. Modi called “exemplary”.

It would however, be a mistake for New Delhi to take
the relationship with Thimphu for granted. In the past
few years, ties came under a strain over India’s sudden
change in its power purchasing policy, rigid rates and
refusal to allow Bhutan to join the national power grid
and trade with third countries like Bangladesh. These
issues are being addressed now. Another concern that
could create differences is over Bhutan’s worry that too
much trade, transport and tourism from India could
put its environment at risk. India’s plans for a Motor
Vehicles Agreement (MVA) in the Bangladesh-Bhutan-
India-Nepal grouping have been held up, and a Bhuta-
nese proposal to levy entry charges on Indian tourists
could cause differences with India. Earlier generations
of Bhutanese students never looked beyond India, but
in recent years young Bhutanese have shown a prefe-
rence for education destinations in Australia, Singapore
and Thailand. There is thus much to repair in the ties.
More importantly, New Delhi will have to remain alert
to strategic powers which are courting Bhutan assidu-
ously, as is evident from the high-level visits from China
and the U.S. In a world of growing options, it remains in
India’s and Bhutan’s best interests to make each other’s
concerns a top priority.

Soldier ﬁber One

The creation of the post of CDS is a
comment on the security environment

he creation of the post of the Chief of the Defence
TStaIf, which Prime Minister Narendra Modi an-
nounced in his Independence Day address, fulfils
a long-felt and consistently articulated need to streng-
then India’s defence posture. Considering that the
Prime Minister underlined this announcement by say-
ing that this was an “important” development, it gives
legitimate pause to wonder why this has taken so many
decades. Indeed, Manohar Parrikar, as Defence Minis-
ter, had said this was on the cards. Yet, two Defence Mi-
nisters came and went, Arun Jaitley and Nirmala Sitha-
raman, and this logical step was not taken. Since this is
to be a ‘single-point’ advisory position to the govern-
ment, there must have been entrenched opposition to
this becoming reality. Ultimately the decision must
have been thrust centre stage by the current strategic
environment. What was always desirable became an ur-
gent necessity. Pulwama and Balakot, the repeated off-
ers for mediation in Kashmir by the U.S. President, the
imminent pull-out of American troops from Afghanis-
tan, which would leave Pakistan and its proxies the do-
minant players on the ground with a strong chance of
blowback into Kashmir, as well as the abrogation of Ar-
ticles 370 and 35A, are factors that have come together
to confer urgency to taking this step. The forces will no
doubt have to be on a heightened sense of alert and in a
seamless state of coordination to meet the challenges.
Now, the ambit of the office, the tenure, and who will
hold the post, will have to be decided soon. Consider
briefly what transpired during Kargil, after which the
Kargil Review Committee strongly recommended set-
ting up the CDS: It took a fortnight after the incursions
were initially detected before the Indian Air Force (IAF)
could be pressed into countermeasures: the then In-
dian Army Chief was away on a foreign tour, there was
inadequate appreciation of the ground situation by the
Indian Army, and poor sharing of intelligence, and the
squabbling between the IAF and the Indian Army over
whether to use helicopters or fixed wing aircraft and
how and who should call the shots, comprehensively
blunted the initial response. The CDS is expected to
bridge such dangerous gaps and reduce response time.
It is envisaged he will keep the Defence Minister, contin-
uously and fully briefed and effectively advised, be part
of the adjunct apparatus of the Cabinet Committee on
Security Affairs, and better link the three services in
terms of planning, coordination and execution. It will
certainly leave the three service chiefs to focus on run-
ning their arms of the forces more efficiently. This move
will no doubt bring the strategic forces under the CDS
as well. The government should use the opportunity to
ramp up the intelligence apparatus that is concomitant
to this office.

The far right’s disruption of globalisation

Donald Trump’s emulators have tapped into globalisation’s long-standing discontents
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C.P. CHANDRASEKHAR

y launching a trade war
Bagainst China, the United

States government that had
pressured many a country to liber-
alise trade and globalise seems to
have turned against its own agen-
da. In a series of aggressive moves,
the U.S. — the one-time votary of
freer trade — has put in place and
widened the coverage of a protec-
tionist shield aimed at stimulating
domestic production and reduc-
ing the country’s trade deficit.
While these moves initiated by the
Donald Trump administration
were on occasion targeted at mul-
tiple countries and involved rew-
riting the North American Free
Trade Agreement with Canada
and Mexico, the focus of the trade
and technology war has been
China.

Steps against China

China-specific tariff aggression be-
gan with a 25% tariff on imports
worth $50 billion, out of the total
of $540 billion imported by the
U.S. from China in July 2018. Soon,
an additional $200 billion worth of
imports from China were subject-
ed to tariffs of 10%, and those le-
vies were also raised to 25% in May
this year. Most recently on August
1, the balance of around $300 bil-
lion worth of imports from China
were subjected to a phased 10% le-
vy, with a clear threat that these le-
vies too can be raised to 25%. Chi-
na’s responses to U.S. actions,
which came at every step of the
trade war, have in turn led to the
$120 billion of goods it imports
from the U.S. being subject to a

25% duty. The U.S. has also im-
posed sanctions on and shut off
business relations with individual
Chinese firms, such as Huawei, on
grounds varying from national se-
curity to alleged theft of intellec-
tual property from U.S. firms. This
prevents the firms targeted from
either selling in U.S. markets and
that of its allies or buying goods,
services and technology from U.S.
firms or those of its allies.

Parallel to all this, based on the
allegation that the Chinese author-
ities have deliberately allowed the
yuan to depreciate vis-a-vis the
dollar to support its exporters, the
U.S. Treasury has designated Chi-
na as a currency manipulator.
What additional action that would
lead to is yet unclear. What is clear,
however, is that given the impor-
tance of China as a global manu-
facturing hub, these measures
have disrupted global value chains
and production networks that are
the hallmark of globalisation. De-
globalisation may yet be a distant
prospect, but the fact that the
world’s leading superpower is will-
ing to disrupt globalisation pro-
vides both an example and the jus-
tification to other governments
that find the need to move in that
direction.

The U.S. argument
The U.S. justifies its actions against
China by citing that country’s sig-
nificance as a source of inadeg-
uately reciprocated imports into
the U.S. Imports from China ac-
count for more than a fifth of ag-
gregate U.S. imports. With exports
to China being nowhere as large,
the U.S. runs an annual trade defi-
cit with that country of around
$420 billion, which ‘imbalance’ is
attributed to Chinese policy.
There are, however, two impor-
tant facts that this argument sides-
teps. First, the gains to the U.S.
from its economic relationship
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with China are inadequately cap-
tured by the trade figures. A major
gain for U.S. companies, even if
not for the U.S. per se, is the local
sales by subsidiaries of American
multinationals located in China.
Official statistics from the U.S. indi-
cate that U.S. multinational affi-
liates based in China notched up
local sales of $222 billion in 2015,
which do not figure in trade calcu-
lations. Second, these subsidiaries
are responsible for a chunk of Chi-
na’s exports to the U.S. According
to one estimate, more than half of
Chinese exports to the U.S. origi-
nate in foreign invested enterpris-
es which are either U.S. multina-
tional arms or firms with parents
in other advanced economies.
That is, the U.S. trade deficit with
China is the result of the off-shor-
ing associated with globalisation,
rather than to Chinese policy fa-
vouring its own firms.

Reading Trump

Not surprisingly, it troubles the ne-
oliberal policy establishment that
the fallout of this kind of trade ag-
gression can set back globalisation
across the world. Members of the
G20 other than the U.S. have stren-
uously and unsuccessfully tried to
get the latter to sign on to another
call for strengthening free trade.
The International Monetary Fund,
the World Trade Organisation and
a host of international institutions
have warned of the dangers of the

Democracy under siege

Liberty, equality and fraternity are becoming subservient to a new idea of sovereignty
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DUSHYANT DAVE

he Constituent Assembly for-
Tmation was the culmination
of the final stage of the strug-
gle for freedom and Indepen-
dence, which was won by the su-
preme sacrifices made by millions
of Indians. People across the
length and breadth of the country
made sacrifices in one way or the
other. On January 26, 1950, India
got its Constitution. Every suc-
ceeding generation in India owes
an eternal debt of gratitude to the
country’s forefathers for this
‘sacred text’. There is absolutely
no doubt that we must keep the
spirit of this text as well as the let-
ter, while also protecting Constitu-
tional values and its morality.
However, the current state of af-
fairs in the country is an example
of how the Constitution is slowly
and steadily being made to wither
away. Parliament, the judiciary
and the executive are all under
stress. Things are going wrong in
these fast-changing times. People
are moved, and getting moved, by

an ideology which is apparently in
conflict with constitutional ethos
and basic human values. As a re-
sult, people are tired of a govern-
ment by the people and are in-
stead leaning to support a
government for the people. They
are indifferent to whether it is a go-
vernment of the people and by the
people. Dr. B.R. Ambedkar
warned us “not to be tardy in the
recognition of the evils that lie
across our path and which induce
people to prefer Government for
the people to Government by the
people”. But have we paid heed to
this warning?

A missing debate
Today, liberty, equality and frater-
nity are becoming subservient to a
new idea of sovereignty. Ultra-na-
tionalism has trampled over basic
human rights and the dignities of
citizens, especially of the “down-
trodden” and the “minorities”.
Constitutionalism is being forgot-
ten. As a result democratic princi-
ples are unable to check legisla-
tive, judicial and executive
powers. Each organ is paying lip
service to this fundamental princi-
ple. Examples are writ large in
front of us and happen everyday.
The government’s focus on cer-
tain ideological issues to drive
home its agenda is a serious point
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to be debated. A political party
that is in power can push through
its policies. But when it becomes
an obsession to the point of ne-
glecting real issues, it poses a chal-
lenge.

The ruling party cannot be sa-
tisfied with chest thumping on Tri-
ple Talaq or the abrogation of Arti-
cle 370. Where are the
much-needed discussions on po-
verty, the economic slowdown,
hate crimes, the rise in population
and agrarian distress? Why not
‘wage war’ on these issues?

The government’s strategy on
the abrogation of Article 370 is by
far the most serious challenge to
federalism. The bifurcation of Jam-
mu and Kashmir is most condem-
nable. Does this not pave the way
for any government with a majori-

new protectionism. Implicit in
their reasoning is that the tariff ag-
gression is an error being made by
a maverick or misguided adminis-
tration. But that does not take into
account the fact that Mr. Trump
had been railing against trade
agreements that hurt the U.S. even
in the course of his election cam-
paign and withdrew from the
Trans-Pacific Partnership Agree-
ment days after he took office. It
also ignores the fact that a section
hurt by the Trump tariffs — U.S.
farmers for whom China was a $6
billion market in 2018 with it ab-
sorbing 60% of U.S. soyabean ex-
ports — still support him. A survey
by the Purdue Center for Commer-
cial Agriculture found that 78% of
farmers held that the Trump tariffs
will in time benefit them and a
Pulse survey by Farm Journal
found that Mr. Trump had a 79%
approval rating among farmers.

The faith in Mr. Trump and re-
jection of economic liberalism are
telling. These farmers along with
U.S. industrial workers have for
long felt they had been left behind
in the neoliberal years when elites
in developed and developing
countries alike captured all the be-
nefits of growth and inequality in-
creased hugely. With the increase
in income and wealth at the top of
the pyramid accruing largely
through transactions in the finan-
cial sector, productive activity that
could have delivered benefits to
others has been lagging.

The idea that the benefits of
whatever growth occurred under
the neoliberal regime would trick-
le down to the poor and lower
middle classes was shown to be
what it was: patently false. Seen in
that context, Mr. Trump is no ma-
verick, despite his wild twitter and
vocal outbursts. He tapped into a
genuine grievance and railed
against elements of a regime he
too was a beneficiary of. That

ty to carve up States based on a
whim?

Stepping back

The judiciary, especially the Su-
preme Court of India, is the custo-
dian of the fundamental rights of
citizens under the Constitution.
But the problem is not the absence
of the law but of its implementa-
tion. The judiciary’s blanching ov-
er protecting the fundamental
rights of the citizens of Jammu and
Kashmir points to its abdication of
carrying out its duty.

The judiciary itself has held that
a judicial review of actions by the
Executive is a part of the basic
structure and has even pro-
claimed that “there are no unre-
viewable discretions under the
constitutional dispensation”. If
one can go by various judgments,
it is dutybound to inquire into the
legitimacy of the exercise of pow-
ers.

Article 21, which is about the
“protection of life and personal li-
berty”, has been infused with new
and enriched life by the judiciary.
But in Jammu and Kashmir, res-
trictions virtually amounting to a
deprivation of the liberties of the
citizens of Jammu and Kashmir ov-
er the past fortnight are not “ac-
cording to procedure established
by law”. Using Section 144 of the

brought him to power once. It may
well return him to power again.
When in power he needs to adopt
at least some policies that go
against the grain of free market
philosophy and the globalisation
that flows from it.

In Europe

That this is not confined to the U.S.
comes through from the rise of
what is dismissed as “right wing
populism” in Europe, which is not
just sceptical of free trade even
within the European Union but is
coming out against the fiscal con-
servatism promoted by financial
interests that leaves the continent
mired in a trajectory of low growth
and high unemployment and indi-
vidual countries reeling under
austerity. Combining this with an-
ti-immigrant rhetoric delivers a
toxic mix that is helping them gain
popularity and even a seat in some
governments. On the other hand,
sections of the centre left that had
bought into the neoliberal para-
digm are being shown the door.
The pleasure derived by the advo-
cates of neoliberalism from the sig-
nificant decline of the left in the
decades since the collapse of the
Soviet Union (which deprives the
progressive critique of neoliberal-
ism of a strong political base) has
proved short-lived.

Needless to say, the far right is
hardly committed to the anti-glo-
balisation strain implicit in its rhe-
toric. It is as wedded to the hege-
mony of capital and the markets as
are the neoliberal dogmatists.
Their ideological pragmatism is
opportunistic and fickle. Yet for
the moment, their actions, espe-
cially that of Mr. Trump, have dis-
rupted globalisation.

C.P. Chandrasekhar is Professor at the
Centre for Economic Studies and
Planning, Jawaharlal Nehru University,
New Delhi

Code of Criminal Procedure Code,
1973 in a blanket manner is wholly
insufficient as a justification for all
that has been done.

Then why is the silence of the
higher judiciary so deafening? The
reason is not far to fathom. The
distance between the judiciary
and political and executive leaders
is blurring. Where is the expected
aloofness?.

It was B.R. Ambedkar again
who said, “Because I feel, however
good a Constitution may be it is
sure to turn out bad because those
who are called upon to work it,
happen to be a bad lot.” His strong
warning — “It is quite possible for
this new born democracy to retain
its form but give place to dictator-
ship in fact. If there is a landslide,
the danger of the second possibili-
ty becoming actuality is much
greater” — does not seem to have
registered with our constitutional
functionaries. The election result
of 2019 is the proof of Ambedkar’s
prophecy coming true. But sadly,
the real protectors of the Constitu-
tion do not seem bothered. They
are content with allowing the go-
vernment to have either the last
say or the last laugh. Democracy is
certainly losing out to populism.

Dushyant Dave is Senior Advocate,
Supreme Court of India
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Unrest in Kashmir

It is a matter of concern
that the situation in
Kashmir is still not normal
(“Curbs on movement back
in Kashmir following
clashes”, August 19).
Recurring incidents of
disturbances, even if they
are mild, should be taken
seriously. If the Centre had
taken into confidence the
local leaders before
abrogating Article 370, the
situation could have been
handled better.

The Bharatiya Janata Party
was never in power in the
State except for a couple of
years. It is difficult for it to
read the pulse of the people
on its own. It is time the
Centre involved local
leaders in decision-making.
Whatever happens in
Jammu and Kashmir
reverberates not only in
other parts of India but also
across the globe.

V. SUBRAMANIAN,
Chennai

m It is typical of the middle
class to go with the flow as

they are always more likely
to side with the powerful
rather than the powerless.
This has always been the
case, irrespective of which
party is in power (Editorial
page, ““The Idea of India’ is
failing”, August 19). What
happens in Kashmir has very
little relevance in the lives of
middle-class citizens in India
as they are not directly
affected.

KARTHIK G.,
Chennai

= [t’s important that we
merge J&K with India
completely because it
borders a nation that has the
intention of disturbing our
internal security by making
Kashmiris victims of
terrorism. The writer says we
think of Kashmir only as a
tourist spot but that was
because of the hurdle of
Article 35A. If no one was
allowed to make Kashmir
their home, how could they
develop a bond with the
place?

The move by the government
was definitely not

constitutional but the motive
is right, which is to secure
the interest of the Union of
India.

AUM CHHAYA,
Rajkot, Gujarat

m [t is because of a
majoritarian mindset that
Indians now believe that
whatever Prime Minister
Narendra Modi and Home
Minister Amit Shah do is
what the country really
needs. Announcing suddenly
drastic moves such as
demonetisation and the
aboragation of Article 370
while keeping an entire State
in the dark is not how a
democracy functions. Due to
this one-man (or two-men)
show, there is a decline in
the spirit of secularism and
fraternity.

ELOWN M. ALWYN,
Bengaluru

Policy of No First Use

Is the government
contemplating a change in its
‘No First Use’ policy to
checkmate Pakistan or is this
mere posturing to lure the

people into believing that it
can go to any extent to
protect the nation from
foreign aggression, be it from
Pakistan or China (Editorial
page, “An intervention that
leads to more questions”,
August 19)? There must be
clear enunciation of the
policy in order to clear
confusion and open up the
issue for wider debate and
discussion.

V. PADMANABHAN,
Bengaluru

= India has so far remained a
responsible nuclear power
despite not being a signatory
to the nuclear Non-
Proliferation Treaty. India’s
bid to enter the Nuclear
Suppliers Group has been
supported by several
countries only because of its
clean nuclear record. It’s
unfortunate that the Defence
Minister Rajnath Singh’s
ambiguous statement will
undermine India’s credibility
in the global arena. The
change in the ‘No First Use’
policy could create an arms
race in the region. This

would also betray the vision
of former Prime Minister Atal
Behari Vajpayee.

VIDHYA B. RAGUNATH,

Thanjavur, Tamil Nadu

A rebellious Hooda

In spite of its poor
performance in the 2019 Lok
Sabha election and knowing
well that it is a sinking ship,
the high command of the
Indian National Congress
party has still not learnt how
to revitalise the party to take
on the BJP. The grand old
party seems to be
committing a mistake in
former Haryana Chief
Minister Bhupinder Singh
Hooda’s case (“Hooda keeps
everyone guessing”, August
19). Mr. Hooda has been the
Chief Minister twice and has
a large following, so the
Congress should not be
egoistic; it should try to solve
the issue amicably.

His comments on Article 370
should be treated as his
personal view.

It will be a testing time for
the interim president of the
party, Sonia Gandhi, to set

things right in Haryana.

D. SETHURAMAN,
Chennai

Head coach again

The reappointment of Ravi
Shastri as Team India’s head
coach was on expected lines
and is wise (‘Sport’ page,
“Ravi Shastri’s tryst with
head coach post extends”,
August 16). Perhaps the best
aspect of Shastri is that he
has struck a rapport with not
only Virat Kohli, but also
other senior players as well.
This is a huge asset for Indian
cricket as the team cannot
afford to be dragged in
directions by various
personalities. Besides, there
is a need for cohesiveness
not just between coach,
captain, players and support
staff, but with selectors as
well. This is where Shastri’s
experience, communication
skills and knowledge on
modern coaching methods
would come in handy.

R. SIVAKUMAR,
Chennai
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Crouching tiger, hidden data

The forest bureaucracy has ensured that tiger survey data continue to be withheld from independent scrutiny
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The fourth national tiger survey has
generated much euphoria, whereas
the first one in 2006 had cast a pall of
gloom. However, missing from all the
four survey reports are details neces-
sary to assess the reliability of the tig-
er numbers. A brief history of India’s
tiger censuses can shed some light on
this issue. The tradition of reporting
tiger numbers dates back to the
1970s. These numbers were based on
the ‘pugmark census method’, which
simple-mindedly assumed that the
pugmarks of every tiger could be
found, recognised and tallied. As
scientific critiques showed, these as-
sumptions failed, rendering the
numbers meaningless. However, the
forest bureaucracy (the Ministry of
Environment and allied institutions)
ignored the problem for decades.

New methods

In the 1990s, many tiger scientists
and statistical ecologists working in
collaboration developed robust new
methods for tiger monitoring. These
methods could estimate numbers us-
ing ‘distance sampling’ and the ex-
tent of tiger habitat employing ‘occu-
pancy sampling of tiger spoor’.
Critically, they could even directly
estimate numbers, survival rates and
and recruitment in each population
employing ‘photographic capture-re-
capture sampling’. These methods
were independently honed in tiger
reserves across India and over
25,000 sq km in the Western Ghats
harbouring 20% of India’s tigers.

By 2004, the new methods had ra-
pidly been adopted worldwide for as-
sessing populations of threatened cat
species such as leopards and jaguars.
However, the Director of India’s Pro-
ject Tiger derided these as fancy
sampling methods, inferior to India’s
indigenous pugmark census.

Then in 2005 came the shocking
revelation that all tigers in Sariska Re-
serve had been poached, even as the
pugmark censuses claimed all was
well. A Tiger Task Force (TTF) ap-
pointed by the Prime Minister dis-
carded the pugmark census. The Di-
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rector of Project Tiger performed a
breathtaking backflip, now denounc-
ing the pugmark census as “trash”.

I'had hoped these dramatic events
would lead to a serious revamping of
India’s tiger monitoring methods. In-
dia’s remarkable conservation efforts
had rescued the tiger from the brink
of extinction; they deserved an hon-
est evaluation to identify both suc-
cesses and failures. The dire situa-
tion demanded technically rigorous
tiger population surveys conducted
by independent, qualified scientists.

However, blocking this progress
was a serious conflict of interest: The
same forest bureaucracy that man-
aged tiger populations was also ex-
pected to assess its own successes or
failures by monitoring tiger popula-
tions. This had led to the fiascos in
Sariska and other places.

Changes in tiger numbers, survival
rates, and recruitment in key tiger
populations have to be monitored ev-
ery year to track the fate of tigers in
real time. Periodic assessments of co-
lonisation and extinction of tiger
populations across larger regions by
employing the cost-effective ‘occu-
pancy sampling of tiger spoor’ meth-
od are required. A public-private
partnership framework led by quali-
fied scientists is needed to conduct
such independent monitoring. Ho-
wever, instead of calling for better
monitoring methods, TTF ended up
further strengthening bureaucratic
monopoly over tiger monitoring. In-
evitably, the new National Tiger Esti-
mation method, also created by the
forest bureaucracy, ignored or dis-
torted critical elements underpin-
ning the new tiger survey methods.
These flaws were masked by mislead-
ing technical jargon, hype about ad-

Navarros on the ascendant

What explains the trend of economists taking odd
policy positions, defying scholarly evidence?

CHIRANTAN CHATTER]JEE

The term ‘Navarro recession’ was re-
cently coined in the U.S. media, and
highlights the manner in which mis-
guided trade and currency policies
by the current U.S. administration,
guided by economist Peter Navarro,
may be creating distortions in the
economy, leading to a slowdown. Ap-
parently, U.S. President Donald
Trump overruled all his economic
advisers but Mr. Navarro in imposing
new tariffs on China.

This begs the broader question of
whether economies across the world
are in turmoil because of the rise of
the ‘Navarros’, with trained econo-
mists taking unconventional policy
positions that undermine market ex-
pectations and scholarly evidence on
free markets. In some cases, they
seem to have received robust training
in U.S. universities such as the Un-
iversity of Chicago. This argument
applies to Brazil, Turkey,
India and Hungary.

There are also cases
where their candidacy
has been mired in cor-
ruption. Some of them
have also turned against
their leader if the latter is
not in alignment with
their policy vision.

Trained in Chicago

Consider the case of Paulo Guedes,
the Chicago-trained economist who
was the Chief Economic Adviser to
the campaign of Jair Bolsonaro and is
now the Economy Minister under
President Bolsonaro. While Mr.
Guedes is being touted as the princi-
pal force behind the opening up of
Brazil’s markets, there are also re-
ports suggesting that he is being in-
vestigated over accusations of fraud
tied to the pension funds of state-run
Brazilian companies.

Meanwhile, Turkish President Re-
cep Tayyip Erdogan’s strategy seems
to be different, in that he has nomi-
nated a body of 76 members to nine
policy boards to overhaul Turkish
economic policy, raising the possibil-
ity of a ‘club of Navarros’ there. In ad-
dition, the economic committee of
Mr. Erdogan includes Servet Bayin-
dir, a theology and economics profes-
sor specialising in Islamic finance.
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This is interesting since, perhaps for
the first time in many decades, theol-
ogy and divinity are jointly influenc-
ing economic policy decisions.

Maa Sharada and Article 370

In India, Chief Economic Advisor
(CEA) K.V. Subramanian, also a Chi-
cago-trained economist, invoked In-
dian goddess Maa Sharada, whom he
also referred to as ‘Kashmira Pura Va-
sini’, while welcoming the govern-
ment’s decision to abrogate Article
370, the constitutional provision
granting special status to Jammu and
Kashmir. One would have expected
the CEA to outline a policy pathway
to incentivise entrepreneurship, eco-
nomic growth and development in
Kashmir, but nothing much has been
said on that by his office yet. This is
all the more remarkable when we
consider the fact that he and Finance
Minister Nirmala Sitharaman are
struggling to revive a slowing econo-
my. Meanwhile, in Hun-
gary, Lajos Simicska, an
oligarch and friend of
Prime Minister Viktor
Orban, guided the Or-
ban economics of fear
and his policy of setting
up of large nationalised
organisations. However,
he has since fallen out of
favour with the Hungar-
ian Prime Minister.

Overall, these examples point to a
larger trend as the discipline of eco-
nomics tries to reinvent itself to ad-
just to globalisation and automation,
factors that have created inequality
and have been instrumental in the
growth of social unrest and the rise of
populists across the world.

Should these ‘Navarros’ be al-
lowed to capture the pole positions
in economic policymaking and guide
the new economics of a populist
world? What explains their rise and
unconventional stances? Even more,
how are their policy ideas impacting
and deepening social and economic
distortions? The answers are not
clear yet, but their examination can-
not be postponed any longer.

Chirantan Chatterjee is ICICI Bank Chair in
Strategic Management at the Indian Institute
of Management, Ahmedabad

vanced technologies and cursory re-
views by ‘foreign experts’.

Consequently, in spite of all the ef-
fort and expenditure, four tiger sur-
veys have not generated ecologically
credible results. Nor are they practi-
cally useful. For instance, in spite of
spending crores of rupees on official
tiger research and monitoring, the
government has failed to generate es-
timates of annual rates of changes in
tiger numbers, survival or recruit-
ment in tiger populations at key sites.

Plainly put, the tiger numbers re-
ported are useful only to generate
the media spin to meet the needs of
the forest bureaucracy and to satisfy
momentary public curiosity. This is
clear from the 2006 survey report,
which made a bold confession: In-
dia’s tiger numbers had collapsed by
a massive 61% (from 3,642 to 1,411 tig-
ers) in just four years! This made no
sense because the first number was
from the discredited pugmark cen-
sus and the second from the wobbly
new survey method.

However, this confession killed
three birds with one stone. It gained
public acceptance of the new “scien-
tific method”; it set an unrealistically
low baseline of 1,400 tigers, around
which future claims could be tai-
lored; and the National Tiger Conser-
vation Authority walked away un-
blemished from tiger declines,
blaming them on State governments.

The results of subsequent surveys
show that the new methodology is
flexible enough to generate increases
or decreases in coarse-scale esti-
mates of tiger numbers and habitat
occupancy. And this is what seems to
be going on now, in preparation for
claiming a ‘doubling’ of India’s tiger
population at the next Global Tiger

Summit in 2022.

Over the past decade, indepen-
dent researchers have published sev-
eral critiques of the design, models
and flaws in field implementation in
India’s tiger surveys. Most of them
had to rely on sparse information
gleaned from skimpy survey results
in the public domain. The magnitude
of the problem that could be re-
vealed by a deeper examination of
actual survey data is mind-boggling.
The forest bureaucracy, however,
has stubbornly blocked qualified
scientists from conducting any such
deeper scrutiny. The astuteness with
which it has maintained monopolis-
tic control over tiger monitoring is a
testimony to its political skills.

Nothing has changed

While releasing the 2010 tiger survey
results, Planning Commission Mem-
ber Montek Singh Ahluwalia suggest-
ed “aggregate tiger survey data” to be
shared in the public domain. He
pointed out how Economics had pro-
gressed through such data transpa-
rency. Unfortunately, nothing has
changed since. The hiding of tiger da-
ta by the forest bureaucracy is in
clear defiance of scientific ethics and
public interest. Sadly, even larger
conservation NGOs have not chal-
lenged this.

When Prime Minister Indira Gand-
hi set out to rescue India’s wild tigers,
there were less than 2,000 left. In-
tense struggles of foresters and con-
servationists for five decades result-
ed in sporadic population recoveries
at some sites, and continuing losses
elsewhere. How many tigers should
India now aspire for, given that habi-
tat potential exists for 10,000-15,000
tigers? The current crop of forest bu-
reaucrats, in spite of being flush with
resources, believe we cannot have
more than 3,500. Surely a nation as-
piring to be a $5 trillion economy
should set its sights higher? India’s
political leadership recognises past
successes achieved by infusing crea-
tivity and private enterprise in sec-
tors like communication technology.
These became possible only after jet-
tisoning inefficient, over-funded,
self-serving government monopo-
lies, not by pandering to them. Con-
servation cannot be an exception.

K. Ullas Karanth is Director, Centre for
Wildlife Studies, Bengaluru. Views are
personal

Can a CDS act as a catalyst
for further defence reforms?

In India, a strategic process delivers results only when it is
backed by political heft, which this government can provide

ARJUN SUBRAMANIAM

Prime Minister Narendra Modi’s announce-
ment from the ramparts of the Red Fort that
India will soon have a Chief of the Defence
Staff (CDS) is a welcome step and reflects a
multi-sectoral urgency within the govern-
ment to initiate reform. To be honest, this
writer had earlier been sceptical about such
a measure because of the fear that it would
be a piecemeal step without any accompany-
ing change in the Ministry of Defence (MoD).

While the previous dispensations did not
display the seriousness and political will
needed to view the military as a tool of state-
craft, this government’s approach seems to
be different. The close involvement of the
political leadership, ever since the cross-bor-
der strikes into Myanmar, in the military’s
operational matters has probably given it a
bird’s-eye view of the necessary reforms.

Further, even while acknowledging the
military’s contribution to national security,
Mr. Modi has often expressed concerns
about the lack of synergy within the armed
forces — not to the media, but directly to the
senior leadership of the forces at the Unified
Commanders’ Conference.

The three services, on their part, have
been involved in sparring for space in this
debate by protecting their respective turfs
and trying to orchestrate some middle-level
reform. Here again, this writer has repeated-
ly argued that to be effective, a top-down ap-
proach to defence reform is the only way for-
ward.

Questions and challenges

So, will the CDS be a glorified Chairman of
the Chiefs of Staff Committee, or will he be
an empowered bridge between the military
and the political leadership? Will the govern-
ment be bold enough to immediately assign
him operational responsibilities in a phased
manner, or will it follow an incremental ap-
proach of first entrusting him with issues
such as acquisitions, training and policy?
Will there be an accompanying reform in the
MoD? These are among the questions that
merit serious reflection. It also needs to be
assessed whether the military ecosystem has
kept pace with the rapid changes in warfare
and geopolitics.
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Variably
nourished

U.P., the worst off The chart plots the composite score
of three feeding indicators against State-wise under-five

U.P., Rajasthan and Bihar fare the worst among States in breastfeeding. Infant mortality
under the age of five is relatively higher in these States than others. In India, less

than 50% of newly borns receive breast milk within the first hour of their birth, a low
number compared to other developing countries. By Sumant Sen
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Best in Mizoram

BREASTFED WITH FIRST HOUR OF BIRTH

R
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25.40

mortality rates. The composite score is based on % values
of the following indicators: initiation of breastfeeding within

an hour of birth, exclusive breastfeeding until six months,

and complementary feeding until nine months. A high
composite score indicates good infant feeding practices
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Source: Breastfeeding and Infant and Young Child Feeding Practices Report Card (Health Ministry), NFHS-4, UNICEF REPORT 2018

newly borns were
breastfed within the
first hour of birth
in Mizoram, the
highest percentage
in India. According

Sikkim
69.7

The demands and challenges confronting
a CDS will be of the kind that the military lea-
dership has never faced before. Balancing
national interests, shedding his own service
affiliations, and looking after the interests of
all the three services will always be a tough
act. He must also have the world view and
political awareness necessary to engage with
diverse stakeholders. As seen from the West-
ern experience, this will happen only after
years of joint-service assignments, an expo-
sure to working with government and educa-
tional interludes in a military career.

India currently faces multiple security
challenges. Ingrained with a mindset shaped
by conflicts and face-offs on its land frontiers
and near-continuous internal armed con-
flicts, India’s security landscape has been
naturally dominated by the Indian Army. Ba-
lancing this reality with a realisation that
both maritime and air power are going to
play an increasingly important role in India’s
rise as a leading power will be among the in-
itial strategic challenges any CDS faces.

Achieving inter-services synergy
Whether the creation of CDS will lead to the
creation of ‘integrated theatre commands’ is
too early to predict. However, four of the im-
mediate tasks for the CDS are: improving in-
ter-services synergy and laying the road map
for time-bound integration; attaining seam-
less integration of the MoD with service
headquarters; assuming the operational res-
ponsibilities for all tri-service commands
and agencies; and steering the creation of in-
tegrated battle groups for various contingen-
cies as a precursor to validating the concept
of theatre commands.

Cynics will argue that given the difficulties
faced by the Chief of Integrated Defence Staff
— who had been tasked with a large part of
this mandate almost two decades ago — to
push for reform at the desired pace, how will
the CDS succeed? The simple answer is that,
in India, only when political heft is attached
to a strategic process will it deliver results. A
classic example is the ongoing, politically
driven, shift from a reactive and restrained
form of deterrence to a more proactive and
preventive form. Having bitten the bullet,
the Modi government has the needed mo-
mentum to not just appoint a CDS, but to
continue with a top-down reform of national
security structures.

Arjun Subramaniam is a retired Air Vice Marshal from
the Indian Air Force and a visiting professor at Ashoka
University
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FIFTY YEARS AGO AUGUST 20, 1969
DMK ready for agitation

The ruling Dravida Munnetra Kazhagam will
launch an agitation if the Centre refused to
accept its plea for greater autonomy to the
State Governments, declared Mr. M. Karuna-
nidhi, Chief Minister, in the Tamil Nadu As-
sembly to-day [August 19]. The Chief Minis-
ter said the Government had appointed a
committee headed by Mr. P. V. Rajamannar,
former Chief Justice of Madras High Court,
to recommend in what manner the powers
may be reallocated between the Centre and
States. The State Government would place
the recommendations of the Committee be-
fore the Centre and try to “persuade” it to
accept them. “If we fail in our persuasion,
we will launch an agitation”, Mr. Karunanid-
hi said. He said the D.M.K. had never hesitat-
ed to spearhead agitations to achieve its ob-
jects. The Chief Minister asked Mr. M. P.
Sivagnanam, leader of the Tamil Arasu Kaz-
hagam, to abandon his one-day token agita-
tion proposed to be launched to-morrow, to
demand greater autonomy for States.

A HUNDRED YEARS AGO AUGUST 20, 1919.

Soldier, Explorer and Naturalist.
(Book review)

No picture of late President Theodore Roo-
sevelt is more familiar to the average man
than that which represents him as a fighter
and a man of action, not merely a militant
advocate of aggressive Imperialism, but the
champion of popular liberties and honest
government against organised forces of pri-
vilege and corruption. It is naturally in this
light that Hermann Hagedorn [the author]
exhibits the object of his admiration. The
stubborn courage and dogged persistence,
the resolution to “carry through” in the face
of all difficulties, the consciousness of the vi-
tal importance of realising in modern social
and political life the good old common place
virtues which all assume but few practise —
these and other qualities which distin-
guished the late President stand out in vivid
relief in the pages of this work. Alike as a
young man resolving to live up to the ideals
embodied in the deeds of his heroes; as a
statesman putting into practice radical
schemes of reform in the teeth of the unfor-
giving hostility of the ‘interest’; as a ranch-
man; as colonel of the “Rough Riders”
charging wildly at the Spaniards; as a natu-
ralist hunting big game and collecting speci-
mens in the wilds of Africa; as explorer; and
as man of letters... the wonderful personali-
ty of Roosevelt is brought home to us.

A ND-NDE
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