8 ISSUES AND INSIGHTS

Whenboth yin & yang play truant

All'is not well atthe country’s largest private airline

OUT OF THE BLUE

ANJULI BHARGAVA

n a news report that
I appeared in one of the dailies

earlier this month, IndiGo
CEO Ronojoy Dutta claimed that
differences between the airline’s
two promoters have been suc-
cessfully resolved and peace has
been restored.

In response to his “phew” of
relief, I have only one word:
Hah! A glass once cracked is
never the same again and this
one is no different. Differences
to my mind would be satisfac-
torily resolved when one pro-
moter asks to be reintegrated
into the day-to-day running of
the airline and the other grace-
fully accepts. Even if it may be
awhile away for this to happen,
there are other problems that
have beset the airline of late.

T'll begin with the very latest.
As Mumbeai rains wreaked hav-
oc once again last week, it was
IndiGo that found itself drown-
ing in a pool of public anger as
36 of its flights failed to take off
on time or were cancelled in a
single day. The airline found
itself acutely short of ground
staff to handle irate passengers
and faced a massive public rela-

tions crisis. Several passengers
are still reeling from the poor
handling and many — includ-
ing a few who wrote to me —
have sworn never to fly the air-
line again.

If this can be dismissed as
just an angry reaction to a
moment, I would not call it a
cause for concern. But IndiGo’s
sheen — and its efficiency in
domestic operations — has been
on the wane for a while now.

I'll cite just one example to
highlight why I'm finally
putting pen to paper although I
have numerous such examples
in stock; Since I write frequently
on aviation, readers, friends,
friends of friends, family and
acquaintances have reduced me
to an agony aunt, albeit a reluc-
tant one!

A frequent flier of the air-
line — who usually takes any-

where between 12 to 15 flights
amonth, many of which are on
IndiGo, on account of its fre-
quencies — wrote to tell me
that she had decided to boy-
cott the airline after facing a
spate of cancellations in the
last few months, most of
which she learnt about less
than 24 to 36 hours in advance.
Since her work requires her to
be in cities for meetings at spe-
cific times, she is forced to re-
book — at a far higher cost —
each time on another carrier
operating in the same time
frame. Since the cancellations
were sudden, she ended up
paying almost double the reg-
ular fare for each sector.

But her saga is filled with
more anguish. In one of the cas-
es, her mother was travelling
with her from Delhi to
Bengaluru on an evening flight

when it was cancelled last
minute. Since she had no option
but to reach Bengaluru the same
night, she and her mother were
first sent by the carrier to
Mumbai and then Bengaluru,
eventually landing there at 2.30
am. Imagine enduring all this
delay and hassle with an 83-
year-old in tow! In two cases, she
was livid when she learnt of the
cancellations only upon arrival
at the Mumbai airport (this hap-
pened to me recently in
February on the Delhi-
Dehradun sector so I know how
she feels).

I use her example only as
illustrative. This has happened
so many times to so many peo-
ple I know that a growing num-
ber — especially those who are
more time conscious than price
conscious — have boycotted the
airline as far as possible includ-
ing some of the editors and
columnists of this paper.

The airline is cancelling less
than in January and February
this year (when the pilot crisis
was at a peak) and even com-
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pared to its total flights, the
numbers cancelled may be
insignificant. But the loss of
goodwill in every such instance
is both immeasurable and irre-
placeable. If the airline could
work out flight disruption
arrangements with other air-
lines that allow it to put pas-
sengers on a rival for the same
fare within a similar time band,
the goodwill it would earn
would be immeasurable.
People value concern.

Lastly, IndiGo to my mind is
making the classic mistake of
adding fat cats at the top of the
pyramid while trying to cut
costs at the bottom. In 2017-18,
when it brought in expats at fan-
cy salaries, it failed to add
ground staff at airports in keep-
ing with its expanding fleet to
cut flab. Had it not done so, it
would have had staff available
on the spot to handle just the
kind of crisis it found itself in at
Mumbai recently. In terms of
loss of reputation, it’s paid a
hefty price for being penny wise
and pound foolish.

Train 18 off the beaten track

Controversies overtenders and vigilance
enquiries have brought the government's
showcase Make in India project to a standstill

SHINE JACOB

year, Prime Minister Narendra Modi
said the Vande Bharat Express was
asymbol of people’s aspirations in India.
“People’s thinking has changed. Earlier,
they were happy with merely a plan to
set up a railway station. Now people ask,
‘when will Vande Bharat Express come
to my area’,” he said. Despite being the
prime minister’s pet project — on a par
with the Chandrayaan missions — the
Vande Bharat trainset, or Train 18, pro-
ject, is currently on a very bumpy track.
In the past six months, two
consecutive bulk tenders for
propulsion systems were can-
celled on technical grounds.
Then, vigilance cases were filed
against the men behind the first
train. In March, trade union
protests erupted at the Integral
Coach Factory (ICF) in Chennai
over the likely transfer of the
project. Finally, the Train 20
project, for high speed long dis-
tance trains, has been shelved.
Train 18 — named for the
year of its launch —was India’s
first semi-high speed train. Capable of
clocking 160-200 kmph, against the
average sub-100 kmph speed of India’s
express trains, it was built at 40 per
cent of global prices. The first Vande
Bharat Express from New Delhi to
Varanasi, the prime minister’s con-
stituency, was launched on February
15. Covering 800-odd km in just eight
hours, it has been running successfully.
Its maiden journey saw massive recep-
tions in various stations and along the
track up to Varanasi, proof of Modi’s
observations about aspirational
Indians. Train 18 is a showpiece of

I n his Independence Day address this
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ANALYSIS BEHIND
THE HEADLINES

Modi’s Make in India policy: 80 per
cent of its components are indigenous,
and it took just 18 months from con-
ceptualisation to manufacturing, no
mean feat in a country where such pro-
jects take decades to materialise.

Following its success, Union Railway
Minister Piyush Goyal had announced
that 100 such trains would be launched,
even with sleeper facilities, soon. Based
on the production programme the
Railway Board issued earlier this year,
the second trainset was supposed to be
on the tracks by April 2019, followed by
the third in October 2019. After that, ICF
had lined up one trainset
each in every alternate
month till March 2020
and one rake each per
month from April 2020.
Based on this road map,
the plan was to come up
with at least 45 trainsets
till 2021-22.

All these dreams seem
to be a distant reality now.
Now the notion of procur-
ing fully-built trainsets
from the open market to
get best international
technology is doing the rounds, defeat-
ing the Make in India policy. A scaled-
up Train 18 project is still to leave the
station. So what went wrong, consider-
ing Train 18 was on a par with the
Chandrayaan mission in terms of the
national importance accorded to it?

The first sign of trouble started in
March when all the trade unions
protested against a possible transfer
of designing and manufacturing to the
Modern Coach Factory in Raebareli,
Congress president Sonia Gandhi’s
long-time constituency which the
Bharatiya Janata Party hopes to wrest
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Eighty per cent of Train 18’s components are indigenous, and it took just 18 months from conceptualisation to
manufacturing, no mean feat in a country where such projects take decades to materialise

in the next elections.

This crisis was averted after the
unions were assured that ICF Chennai
would get firm orders.

After this, the first bid for 43 Train-
18 propulsion systems were floated. Of
this, orders for only three trains were
awarded, one for Spanish major CAF
and two for the Medha Group, a
Hyderabad-based group that supplied
systems for the first Vande Bharat train.
The propulsion system is considered the
most important part of Train 18,
accounting for X35 crore of the I100-odd
crore spent on the first train.

So far so good until the government
cancelled the first tender on grounds
that it was tailor-made to favour the
Indian company. At the same time, the
government ordered a vigilance enquiry
against some members of the Train 18
team for “violation of procedure” for
contract awards. To this, the ICF officials

counter that global majors such as
Bombardier and Siemens had partici-
pated in the tender as well, and the first
two rakes were awarded on an L1 (lowest
bid) basis.

The second tender for 37 trains, too,
saw participation from CAF, Cummins,
Medha, Titagarh, Bhel and CRRC. This
was cancelled, too, for not meeting the
specifications set out by Research
Designs and Standards Organisation
(RDSO), the Railways’ research arm.
Writing in The Hindu on September 16,
K Balakesari, a former member, Staff,
Railway Board, attributes these failures
to the “interdepartmental rivalries and
internecine turf wars within the Indian
Railways”. Speaking to Business
Standard, Railway Board Chairman
V K Yadav said one of the major reasons
for the delay on bids was the govern-
ment’s effort to improve certain efficien-
cy parameters. “The energy consump-

tion in Vande Bharat was very high com-
pared to the trains in same category
globally. To make it more efficient, we
felt it is better to delay further,” he said.
The RDSO has already come out with
new specification and a fresh bid will be
floated before October 15, he added.
Sudhanshu Mani, the mastermind
behind Train 18, declined to comment
on the issue.

A senior Railways official said the
project will go ahead despite these hic-
cups. “Such roadblocks are natural in
all major infrastructure and manufac-
turing projects. We always keep on
updating tenders as and when required,
hence cancellation of a particular ten-
der cannot be considered a hindrance
for a particular project,” he said. Train
18, he insists, will turn out be a success
because the railways minister is con-
stantly monitoring it to ensure that it
becomes a reality.

Jaitley Point

Ever since he rejoined active politics in
the late 1990s, the late Arun Jaitley
would gather each morning with his
friends from different fields at a point
in Lodhi Gardens. They would take a
round or two, and then sit for an
extended gossip session. The group
included Jaitley's friends from his
school and college days, lawyers,
journalists, businessmen, and
politicians of various parties. One
among this group would bring tea for
the rest every day. On Sundays, there
would be samosas and kachoris too.
Now, some of his friends, including the
Congress' Rajeev Shukla and former
attorney general Mukul Rohatgi, are
planning to write to the New Delhi
Municipal Council, the civic body
responsible for the upkeep of the park,
to declare the corner where Jaitley sat
with his friends "Jaitley Point".

A self-goal

Uttar Pradesh Energy and Additional
Sources of Energy Minister Shrikant
Sharma, who is also the state
government spokesperson, has been
waxing eloquent about the work done
by his department to ensure round-
the-clock electricity in urban areas and
power supply in rural areas as much as
possible. However, his colleague in the
council of ministers, Dara Singh
Chauhan, who holds the portfolio of
forest, has caused much
embarrassment to Sharma by stating
just the opposite. Chauhan recently
wrote to Sharma, complaining about
erratic power supply in his Assembly
constituency in Mau district. This, he
said, was breeding resentment among
farmers. The letter was leaked to the
media and became viral before being
lapped up by the Opposition to target
the ruling dispensation. At a time when
the Adityanath government is
preparing for bypolls in 13 UP Assembly
seats, the episode has left the
government in disarray.

Brand Govinda

The Madhya Pradesh government, say
sources, has roped in film actor and former
Congress Member of Parliament Govinda
(pictured) as brand ambassador for the
state. Chief Minister Kamal Nath will make
an announcement to that effect just
before the state investment summit,
Magnificent MP, kicks off next month.
Govinda will help promote brand Madhya
Pradesh as a tourist and investment
destination. He met Nath at the state
secretariatin March, but Nath's aide RK
Miglanithen said the actor was the chief
minister's friend and he met him "in that
capacity only".

ONTHE JOB

Labour supply expands by 4.5 million

MAHESH VYAS

he 17" Wave of Consumer
I Pyramids Household Survey con-
ducted during May through
August 2019 indicates stabilisation of
labour participation rate (LPR) at about
43 per cent. At 42.85 per cent it is the
same as it was in the 16" Wave. The 14™
and 15" Waves had recorded an LPR of
42.74 per cent. Evidently, the LPR is ris-
ing in small, cautious steps.

These small changes make big differ-
ences. A stable LPR implies a greater
number of people have joined the labour
force. This is because the underlying
population Kkeeps increasing. An
increase in the LPR means that a greater
proportion of the increased population
is participating in the labour markets. A
greater proportion of a rising population
joining the labour force is the best of
both worlds.

The labour force expands by about 3.4
million even when the LPR remains sta-
ble. When the LPR expanded by just 11
basis points from 42.74 to 42.85 per cent
between the 15" and the 16™ Waves, the
labour force expanded by 4.5 million.

If all of these 4.5 million, or the 5 per
cent increase in the labour force, get
gainful employment, even with no
change in productivity, they could cause
a 5 per cent real growth in GDP. Real life
is not so simplistic, but the point here is
to merely demonstrate that small

changes in participation and gainful
employment can make a big difference
to overall income and wealth in India.

One big challenge is that India's LPR
is too low. Less than half the working
age population is employed or seeking
employment. It is impossible for any
country to grow at anywhere close to full
capacity if most people do not con-
tribute to growth by staying out of the
labour markets.

In this context, the small recent
increase in the participation rate is most
welcome in an atmosphere that has
mostly projected much gloom and doom.

Labour seems to have overcome the
deep scepticism regarding availability of
jobs following the twin shocks of demon-
etisation and GST in 2016 and 2017. The
near-precipitous fall in the participation
rate during 2017 and 2018 has been
arrested. We have not recovered lost
ground but we have stopped losing any.

Labour participation has increased
substantially among youngsters — those
in their twenties. We describe below the
data that leads to this conclusion.

To eliminate seasonality, we compare
the participation rate in the latest Wave
of May-August 2019 against the same in
May-August 2018 and in May-August
2017. Besides being exactly two-years ago
and one-year ago points of observation,
they are interesting in other ways as well.
May-August 2017 was the last Wave of
the steep fall in the LPR that began in
September-December 2016. And, May-
August 2018 was the first Wave of the rel-
ative stabilisation of the LPR. We study
the sources of the stabilisation.

LPR of the age group 20-24 years was
38.8 per cent in May-August 2017. It rose
to 42.8 per cent in May-August 2019. Age
group 25-29 saw 3.8 percentage points
increase to 59.3 per cent. Other age
groups have continued to record
declines or very small increases.

Amongst males, the increase in LPR

is across age groups except among the
very young (15-19 years) and the relative-
ly old (60 years or more). The highest
increase is in the age group 25-29 years
while the fall in the relatively older peo-
ple is sharp enough to bring down the
overall LPR among men. Arguably, this
is not a very bad outcome.

There is an increase in the participa-
tion rate of young women and that is
concentrated in the 20-24 age group.

The next question, of course, is to find
jobs for these young men and women
who are joining the labour markets.

But is the labour market full of people
who cannot find jobs or does it also con-
sist of a lot of employers who cannot find
appropriately skilled labour?

Union Labour Minister Santosh
Gangwar is reported to have stated last
week that there is dearth of labour ade-
quately skilled to meet the requirements
of potential employers.

The political slugfest that ensued
notwithstanding, the remark was not
entirely flippant. Many employers do
complain about not being able to find
adequately skilled labour. The minister's
remark merits serious attention.

Itis important to measure the labour
markets more comprehensively than just
a household survey to understand and
solve problems related to its require-
ments of labour. A household survey
tells us a lot about the supply of labour
and its characteristics but cannot tell us
enough about the demand for labour
and its expected attributes. That requires
an enterprise survey to match the house-
hold survey. India needs to systemati-
cally understand the needs of industry.
Setting up skilling institutions in collab-
oration with industry is good but needs
to be supported with a solid flow of infor-
mation from industry based on a large-
scale enterprise survey.

The author is the MD & CEO of CMIE

Ilusion of strength

This refers to “Govt’s ingenious ways
to milk the PSUs” (September 16). The
government is facing problems of
mounting fiscal deficit with much
lower than expected GST and other
tax revenues, losses incurred by its
enterprises such as Air India,
MTNL/BSNL and public sector banks
(PSBs) etc and increasing expenditure
on welfare schemes. It is working on
various ways to create the illusion of
a financially strong government.
Besides adopting the cross-holding
model in PSUs, milking the Reserve
Bank of India and parking govern-
ment expenditure under PSUs, it is
increasingly using LIC to lend to and
invest in loss-making banks, PSUs
and corporates like Infrastructure
Leasing & Financial Services Ltd. The
interests of minority shareholders in
PSUs and LIC policy holders seem to
have been completely sacrificed at the
altar of political expediency and cre-
ating an illusion of well-being of gov-
ernment finances. One has to just
read the latest Comptroller and
Auditor General of India report to get
an idea of what is happening.

Arun Pasricha New Delhi

Lifting exports

This refers to the editorial “India’s export
problem” (September 16). Compliments
for beautifully analysing multiple prob-
lems of Indian exports and pointing out,
perhaps, the single largest handicap —

the cost of logistics — that makes our
exports uncompetitive. Logistics costs
as a percentage of the total price of
exports even in an advanced and high-
wage country like Germany are signifi-
cantly lower than those in India. Our
turnaround time for ships and trucks at
our ports is several times higher than
the global standards — half a day and
30 minutes respectively as cited by you.
Obviously, the sloth and inefficiency in
this crucial area add to the costs
incurred by exporters.

Having said that, we must laud that
Union Commerce Minister Piyush
Goyal has openly acknowledged that
exports are vitally important to meet
our economic growth targets and we
need “19-20 per cent growth in out-
bound trade” to achieve those targets.
This is a great start; admission of the
crucial role of exports should itself spur
all concerned to pull up their socks.
Recent pronouncements of Finance
Minister Nirmala Sitharaman — remis-
sion of duties or taxes on exported
products, automated refund of input
tax credit and the relaxation by the
Reserve Bank of India — are also posi-
tive steps. Let’s not scoff at these.

We do need to address the struc-
tural problems of red tape and credit
availability but let’s acknowledge the
fact that what the government has
already initiated will certainly help in
mitigating the problems faced by
exporters. Perhaps our exporters also
need to stop being “cry babies” and try
to stand on their own feet and run

» HAMBONE

faster. As you pointed out, the ongoing

US-China trade war offers a huge

opportunity for Indian exporters.
Krishan Kalra Gurugram

Control dynamics

This refers to "The legacy issues of
public sector banks" (September 13)
by Y V Reddy, former governor of the
Reserve Bank of India (RBI). The arti-
cle, while putting the nationalisation
of banks carried out in 1969 and 1980
in perspective, raises certain perti-
nent points. The public sectors banks
(PSBs) face dual control of govern-
ment of India as well as that of the
RBI. In fact, the control of the govern-
ment over PSBs has been a hindrance
for the RBI in regulating these banks.
Urjit Patel, former RBI governor,
mourned the fact that while he was
in office, the RBI did not have ade-
quate regulatory powers to regulate
the PSBs. Clearly, time has come for
putting PSBs under absolute and
unequivocal regulation of the RBI
without the government having a say
in the matter. As this would require
wider political consensus, all stake-
holders need to work towards this.
Sanjeev Kumar Singh Jabalpur
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Strategic vulnerabilities

Attack on Aramco raises questions for Indian security

n unprecedented attack using unmanned aerial vehicles or drones

on Saudi Arabian petroleum giant Aramco’s oil-processing facilities,

reportedly by Yemenese Houthi rebels, has shaken up the Indian and

world markets. Following Aramco’s confirmation that it would shut
down half its output — almost 6 million barrels a day, 5 per cent of global pro-
duction — oil prices showed an intra-day increase of almost 20 per cent, the
largest such spike in recent years. Effectively, all the spare processing capacity
in the system has been wiped out. Much now depends on how soon Saudi Arabia
can bring some of it back online, and whether tensions between Iran, which
backs the Houthi rebels, and the Saudi-US alliance can be controlled. Other
major oil producers may have to compensate by increasing output — the US has
already announced that it will open its strategic reserve in response. In India,
the rupee fell against the dollar, reflecting increased concerns about instability
in the external sector and inflationary pressure, thanks to higher oil prices.

For India, there are two strategic vulnerabilities that have been exposed by
this attack. The first is that India, which imports over 80 per cent of its oil, continues
to be dependent on a low and stable price for its macro-economic stability. The
current account deficit is currently manageable, thanks to a demand crunch
domestically. But every time the price of a barrel of oil goes up by $1, India spends
a little over 10,500 crore more on imports. The country spent $112 billion on oil
imports in 2018-19. Saudi Arabia accounts for around 10 per cent of the global
supply and is the second-largest supplier of crude oil and cooking gas to India.

If enough other pressures are brought to bear on the economy at the same
time, a spike in the price of oil would lead to severe instability. The government
has not done enough, in spite of a long period of low oil prices since 2014, to deal
with this strategic vulnerability. There is only one real solution: High and sus-
tainable export earnings, which would provide confidence about the external
account. But Indian exports have seen little growth in real terms for years and,
in fact, shrank 6 per cent year-on-year in August, the last month for which the
data is available. Reviving and renewing the export sector is not just imperative
for growth but also for stability.

The other vulnerability exposed is of India’s own refining infrastructure. The
giant private sector refineries at Jamnagar in Gujarat, for example, at least since
26/11 have been viewed as exposed to attack from across the border. In fact, the
government amended the Central Industrial Security Force Act to ensure that
installations even in the private sector that are considered of vital national impor-
tance are protected. The threat goes beyond refineries, of course, to other instal-
lations — such as solar parks — that may be difficult to secure from drone attacks.
Sophisticated anti-missile shields may not work against drones that hug the
ground and escape radar notice. These are not precisely low-tech, but are not
expensive to buy or maintain. In areas further back from the national frontier,
geo-fencing and drone-detection mechanisms will need to be re-examined —
the civil aviation ministry released a state-of-the-art drone policy in December
last year, but it should be revisited for any loopholes following this attack. Of
course, regulations must also recognise that drones have many useful and pro-
ductive applications, and should not stifle technological innovation or adaptation.

Don’t repeat the mistake

Politicians'calls for NRCs in their states are irresponsible

aryana Chief Minister Manohar Lal Khattar has reportedly said that
his state will implement the National Register of Citizens (NRC), the
controversial exercise that attempts to enumerate and record all
ndian citizens in a state by asking them to submit paperwork demon-
strating their, or their forebears’, presence within Indian territory prior to a par-
ticular cut-off date. Mr Khattar’s statement appears to have bipartisan support
in Haryana; his predecessor, Bhupinder Singh Hooda of the Congress, also said
it was the responsibility of the government to identify non-citizens. Haryana,
which includes the prosperous Delhi suburb of Gurugram, has been riven for
years with unsubstantiated claims about mass Bangladeshi immigration, and
there is much political fodder to be made from an NRC-like process. Indeed,
even the chief minister of neighbouring Uttar Pradesh, Yogi Adityanath, has
said that the NRC can be started in UP phase-wise, because it is “important for
national security and will also put a stop to the rights of the poor being taken
away by illegal immigration”.

What is odd about this rush by politicians to call for the replication of the
Assam NRC process elsewhere in India is that the failures and gaps in how the
NRC has been prepared have become glaringly evident over the past weeks.
Even the Assam BJP is far from happy with the end result, in which 1.9 million
people have been left at risk of statelessness. They believe that too many Muslims
have been included in the list of citizens and that too many Hindus have been
excluded. The problems of gathering paperwork to demonstrate antecedents in
India have also become widely known. Given these problems, it is hard to see
how any objective case can be made for replicating such a flawed process else-
where. It is also important to note that Assam is after all a special case. The NRC
process in Assam arose not from a vacuum but from an official accord signed by
the Government of India in the 1980s, which committed it to enumerating
citizens in Assam. It is also valid to note that the Assam Accord created a citi-
zenship cut-off of 1971, two decades after the cut-off for the rest of the country.
Extending the NRC to the rest of India thus will be legally and practically even
more complicated. Further, there will be a limited pay-offin terms of identifying
illegal immigrants if the NRC Assam is any guide — the exaggerated numbers
thrown around for years about “infiltration” were not reflected in the final NRC.
Politicians should refrain from scoring political points about something so dis-
ruptive and socially problematic.

Questions also need to be asked now about what happens to the 1.9 million
identified in Assam as possible non-citizens. Foreigner tribunals — another
Assam-specific institution, which are not available as appellate bodies in the
rest of the country — are worryingly biased. If a significant proportion of the
people are eventually declared non-citizens following legal appeals, then India
has the responsibility of dealing with these stateless people — since Bangladesh
is certainly not going to take them back. Reports that giant detention camps are
being built do not provide much comfort. Such camps cannot be a permanent
solution; they will be a humanitarian and economic disaster. Legal re-integration
of the stateless into the economy and society, together with a path to citizenship
for their children, must be a priority.
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Limited choicesin

strategic partners

The defence ministry has lost sight of what itintends to
achieve via the strategic partnership route in manufacturing

the defence ministry’s so-called Strategic

Partner (SP) model of procurement, when five
Indian entities submitted Expressions of Interest
(EoI) for being the SP in Project 75-1 — the plan to
build six conventional submarines for an estimated
345,000 crore. There were two responses from the
private sector — Larsen & Toubro (L&T) and Reliance
Naval and Engineering (RNaval). Another two came
from defence public sector shipyards — Mazagon
Dock Ltd, Mumbai (MDL) and Hindustan Shipyard
Ltd, Visakhapatnam (HSL). A fifth response came
from a proposed special purpose vehicle (SPV)
between HSL and Adani Defence, even though SPVs
were not invited to bid. HSL thus submitted two bids,
effectively competing against itself.

In many ways, this mirrored the
response to the only other SP procurement
that progressed earlier — for building 111
naval utility helicopters (NUH) for 321,738
crore. In May, Eols were received from L&T,
Tata Advanced Systems, Adani Defence,
Mahindra Defence, Reliance Defence and
the Kalyani Group. Although the defence
ministry solicited bids only from private
firms, public sector Hindustan Aeronautics
Ltd (HAL) also threw its hat in the ring,

Serious drawbacks were highlighted last week in
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submitting two Eols — one in its individual B ROADSWO R D

Shortlisted SPs will then pair up with approved OEMs
to submit formal proposals. The defence ministry
will award the contract to the SP-OEM pairing that it
believes would build the submarines most cheaply,
with the highest indigenous content and the most
technology transfer. The aim is to equip the Indian
defence industry with the skills and infrastructure to
design and build the navy’s next 12 submarines with-
out foreign help. Towards this end, Project 75-I1 pro-
poses to incentivise OEMs that will deliver higher
indigenous content than the minimum mandated
level, which is 45 per cent in the first submarine,
increasing to 60 per cent in the sixth.

However, somewhere along the way, the defence
ministry has lost sight of what it intended to achieve
—which was to nurture private
defence firms that would com-
pete on equal terms with the
nine defence public sector
undertakings (DPSUs) and the
41 factories of the Ordnance
Factory Board (OFB) that
monopolised defence produc-
tion until 2001. In 2005-06, the
Kelkar Committee recom-
mended that technologically
capable and deep-pocketed pri-
vate firms be nominated

capacity and another in a joint venture AJAI SHUKLA

with Russian Helicopters called Indo-
Russian Helicopters Ltd (IRHL). The
defence ministry has remained silent.

To understand how the SP model works, let us
consider Project 75-1. The selected Indian SP will build
the six submarines in technology partnership with a
foreign original equipment supplier (OEM) that is
being chosen in a separate process. Four OEMs —
Rubin Design Bureau (Russia), Thyssenkrupp Marine
Systems (Germany), Naval Group (formerly DCNS,
France) and Saab-Kockums (Sweden) formally
responded to a “request for interest” the Indian Navy
floated in October 2017. Since then, two more ship-
yards — Navantia (Spain) and Daewoo (South Korea)
— have also indicated interest. Which of these six are
actually in the fray will become clear on September
24, the last date for OEMs to submit Eols. Then, after
examining the SP and OEM proposals, the defence
ministry will shortlist those it considers eligible.

Raksha Udyog Ratnas (RuRs, or
defence production jewels),
each operating in a specific tech-
nology sphere. The RuR identified for fighter aircraft
would compete with HAL. The RuR chosen for artillery
guns would compete with the OFB. The chosen RuR
for submarine building would compete with MDL.
Before long, this excellent initiative encountered
push-back from OFB/DPSU trade unions, which feared
job losses as manufacturing orders, hitherto handed
to them on a plate, flowed instead to the more nimble
and productive RuRs. Defence ministry bureaucrats,
many of whom directly oversaw the defence public
sector, also opposed competition from RuRs. Further,
there was deep bureaucratic reluctance to be involved
in selecting RuRs, especially after the decision-makers
in the allocation of telecom spectrum and coal mining
blocks faced corruption accusations. Consequently,
for the duration of AK Antony’s defence ministership,
the plan to pro-actively build up private defence man-
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ufacturers was put on the shelf.

In 2015, Manohar Parrikar, a defence minister who
had once been an entrepreneur, resurrected a similar
proposal, incorporating private sector SPs in place of
RuRs. Two Parrikar-appointed committees — the
Dhirendra Singh Committee and the VK Aatrey Task
Force — set out stringent modalities for choosing SPs,
including the financial and technical requirements
companies were required to meet. But familiar resis-
tance from bureaucrats and unions held Parrikar back
until he relinquished charge as defence minister in
March 2017. His successor, Arun Jaitley, took only
weeks to announce an SP policy that entirely subverted
its original aim. Jaitley allowed in OFB/DPSUs, forcing
the private sector to compete with public sector entities
that had been built up through decades of government
largesse, including land, construction infrastructure,
manpower skilling and technology transfer over mul-
tiple contracts awarded without tendering. Jaitley’s
policy also diluted the domain competence needed
to be an SP. A company no longer needed submarine
building skills or “system-of-systems” domain com-
petence to bid as an SP in a submarine project. Instead,
it was enough to have commissioned, or owned a pow-
er, steel, chemical or automobile plant.

Besides the requirement for private companies to
compete on unequal terms, there are other concerns
about how Project 75-1 is being pursued. Eyebrows
have been raised over the entry of Adani Defence,
which neither has a shipyard nor any shipbuilding
experience; its participation rests on the parent Adani
Group’s power plant. Since dry docks, wet basins and
outfitting berths are essential for building submarines,
Adani Defence relies on its SPV with HSL to meet
those Eol conditions. But the rules demand that a bid-
ding company must exist on the date the Eol is sub-
mitted — the Adani-HSL entity apparently does not.
Nor is HSL eligible to bid alone, since it neither meets
the EoIs financial criteria (turnover and net worth),
nor has it delivered a platform worth 300 crore in the
last five years.

Project 75-1 starkly underlines the ambitions of
Adani Defence, which, despite never having manu-
factured a single defence item, is on track to contend
in all the four SP procurements planned. It is already
participating in the NUH project and Project 75-1.
Having tied up with Saab of Sweden, Adani will almost
certainly pitch for the forthcoming SP tender for build-
ing 114 fighters in India. That leaves only the project
for building tanks and, given the stakes Adani has
picked up in tank electronics firm Alpha Design
Technology, armoured vehicles seem to be in its
crosshairs too.

The Reliance Group seems equally focused, despite
the Rafale controversy, RNaval’s severe financial woes
and a looming corporate insolvency process under
the Indian Bankruptcy Code. RNaval might shelter
behind its parent group’s financials, but Reliance
Infrastructure’s poor liquidity and a credit rating of
‘D’ severely dents its prospects to qualify. Intriugingly,
the defence ministry has diluted the credit rating
requirement in its Eol request. The Defence
Procurement Procedure of 2016 requires a credit rating
of “A” for projects worth 1,000 crore. The Eol request
dilutes it to “BBB” for a project worth 45 times more.
The logic behind this could be interesting.

Finally, timely delivery is everyone’s bugbear,
except for L&T, which is delivering vessel after vessel
ahead of schedule. RNaval is years overdue in deliv-
ering patrol vessels to the navy. HSL was years late in
overhauling a navy Kilo-class submarines. MDL is
years late in delivering the Scorpene submarines
under Project 75. It would seem the defence ministry
is not spoilt for choice.

Theinseparable twin of a trade war

initiated last year is morphing into new forms

of economic conflict with far-reaching impli-
cations for the global economy. On August 1, Trump
announced that the US would impose a 10 per cent
tariff on all imports from China which were not yet
subject to the higher tariffs that he had imposed since
March 2018. On August 5, China allowed its currency,
the renminbi, to slip below the psychologically impor-
tant 7 renminbi to a dollar barrier. Since this marks a
11-year low for the Chinese currency, various questions
tend to spring up. Are we witnessing a currency
war as a fallout of the US-China trade war? Or,
isthe emergence of a currency war in the current
context inevitable?

Purely in terms of first principles, if we con-
sider a two-country world, consisting of a home
country (say, the US) and a foreign country (say,
China), then a trade war from the standpoint
of the home country is perhaps intended to
reduce the quantity by increasing the prices of
exports from the foreign country. There may
be several ways to achieve such an objective.

The trade war that US President Donald Trump

Tlustratively, weapons like tariffs, subsidies, BHJU PAUL ABRAHAM &
import quotas, voluntary export restraints, local  PARTHA RAY

Monetary Fund (IMF) and the US Treasury on the
Chinese exchange rate regime differ quite a bit.
Consider the following.

The US Treasury in its 2019 report on macroeco-
nomic and foreign exchange policies of major trading
partners of the United States noted that it continues
to “have significant concerns about China’s currency
practices, particularly in light of the misalignment
and undervaluation of the RMB relative to the dollar.”

On the contrary, the IMF in its latest 2018 annual
report on exchange arrangements and exchange
restrictions has termed the
Chinese currency as one
of a group of currencies
with “crawl-like arrange-
ment”. For a currency to
be branded as falling with-
in this group, its exchange
rate “must remain within
a narrow margin of 2 per
cent relative to a statisti-
cally identified trend for
six months or more (with
the exception of a speci-
fied number of outliers)

content requirements, and anti-dumping poli-
cies — all can be employed for this purpose. It
may not be an oversimplification to note that the cur-
rent trade war has — until now — primarily been
fought in terms of a tariff war. However, if on a parallel
track the exchange rate of the foreign country’s cur-
rency is undervalued, then the efforts and weapons
of trade war will be rendered ineffective. Specifically,
ifthe Chinese renminbi gets depreciated with respect
to the dollar, then despite the tariffs imposed by
President Trump, these imports can still continue to
be cheaper in dollar terms. Thus, faced with the pos-
sibility of a trade war, the foreign country can think of
retaliating in terms of a currency war — a possibility
that Brazilian Finance Minister Guido Mantega flagged
in 2010, in the aftermath of the global financial crisis.
Interestingly, the perceptions of the International

and the exchange rate
arrangement cannot be
considered as floating”. More recently, the IMF in its
External Sector Report of July 2019, has noted, “The
large reduction in China’s current account surplus —
from more than 10 per cent of GDP in 2007 to 0.4 per
cent in 2018 — was accompanied by a cumulative 35
per cent real appreciation of the renminbi over that
period”.

The depreciation of the renminbi in recent weeks
has raised fears that China is aiming to counter US
tariffs by weaponising its currency. The US has
declared China a “currency manipulator”. The initi-
ation of a currency war could mark the opening of a
new front in the US-China conflict over trade.
President Trump has made increasing tariffs on China
a major plank of his 2020 re-election campaign. He

hasjustified punitive US tariffs on China as an effective
measure to force China to open up its domestic market
to US firms. This, he claims, would increase US exports
to China, reduce the imbalance in US-China trade
and create more jobs in the US. From a purely domes-
tic standpoint his approach may seem appealing. US
workers, worried about the loss of jobs to countries
abroad, form the core of his domestic support base.
Besides, many US analysts have argued that the US
was in danger of losing its position as the world’s lead-
ing economy unless it pressed China to open up its
markets and stopped it from violating intellectual
property rights of US firms. The trade war, from this
perspective is a means to ensuring continued US dom-
inance of the global economy.

While from a US perspective this strategy might
seem logical, the implications for the rest of the world
are perhaps alarming. This US-China conflict has the
potential to set-off counter-actions by other countries
that could impact global trade and reduce global
growth. After all, other countries also have exports
and domestic jobs to protect. China is a major com-
petitor to other large emerging economies in global
export markets and any depreciation in the Chinese
currency makes their products much less competitive.
If other emerging economies let their own currencies
depreciate, we might see the emergence of a much
wider currency war with unpredictable consequences.
The depreciating trend in the rupee in the recent peri-
od might even be an indication of what lies ahead.

Chinese currency devaluation in 1995 and the
decline in exports from Southeast Asian countries
triggered the Southeast Asian crisis 0f1997. The result-
ing economic crisis led to political unrest and regime
change in many Southeast Asian countries. The only
silver lining, in the current context, could be China’s
recent assurance that it would not use devaluation as
a policy tool. But can one accept such Chinese state-
ments at face value? Or will the currency war escalate,
drawing in other countries as well? Only time will tell.

Thewriters are professors at IIM Calcutta

Thejustice puzzle

KITABKHANA

T CA SRINIVASA-RAGHAVAN

here are two abiding mysteries in
T India that no one talks about. One
is the failure of those who framed
India’s Constitution to make justice a fun-

damental right. The other is the complete

failure of activists to take this up.

I'would not have expected such a basic
flaw to be identified by a person from the
corporate sector. They normally tend to
be reticent about public policy even after
retirement.

So we must congratulate R
Gopalakrishnan, formerly of Hindustan
Lever and Tata Sons and a fellow colum-
nist in this newspaper, for worrying about
this. In abook modestly titled Doodles on
Leadership he does precisely this. The
book is published by Rupa and Co.

I have never met him or spoken to him.
About a month ago, he wrote an article in
this newspaper about how it was important
for government officials to have empathy
with the citizen. I wrote to him with a
thumbs-up emoji. He responded with a
single abbreviated word, thnx.

Since then we have exchanged four
or five less-than-10-word emails about
the justice issue. He then sent me his
book to read.

The chapters that he calls
doodles have made me won-

der: If this is how he doodles, R Gopalakrishnan Mr
what would he do if were to makes a devastating
produce something more point: India doesn't
substantial, say, a business really care about
history of post-1991 India? A justice for the
practitioner’s critique would citizen. Had it done
surely be very useful for so, itwould surely
economist-historians who have made justice a
have dominated the business fundamental right
of writing business histories. along with the rest

Most of the seven of the10 of them
essays in this book are
focussed on business and management
issues. They form a subset of intellect of
which most economists are blissfully
unaware. They should be made aware of it.

The last three are about other things like
the Indian mindset and the relationship

between a nation and its society of which
business enterprises are a crucial part.

And then, there is the chapter on justice,
a clear outlier. It stops short of saying wtf.

But the sheer bewilderment

of the author is writ large.
Gopalakrishnan
makes a devastating point:
India doesn’t really care about
justice for the citizen. Had it
done so, it would surely have
made justice a fundamental
right along with the rest of
them.

He also tells us how the
Law Commission hasbeenin
existence since 1834 — yes,
for 185 years — and has been
unable to persuade any government since
then that justice should not only be seen to
be done but actually be done. In India, he
says giving the delays, it rarely is either done
or seen to be done.

He cites the example of a bus conductor

who, in 1973, was suspended for overcharg-
ing by five paise and pocketing the differ-
ence. The case is still pending.

He also talks about the Jessica Lal case
and the Nirbhaya case where the juvenile
rapist was treated leniently on a techni-
cality — that when he committed the
crime he was a few weeks short of attain-
ing adulthood.

Then there is the S P S Rathore case in
which the offender, a very senior police offi-
cer in Haryana got away after 26 years with
a 1,000 fine. He had been convicted of
molesting a young girl.

He quotes the Law Commission to show
that successive governments have deliber-
ately kept the judiciary on a tight financial
leash. This, by the way, is a complaint a for-
mer colleague of his in Hindustan Lever, S
L Rao, used to make in the context of regu-
latory agencies — the government never
gave the agencies enough money. Mr Rao
was an early chairman of CERC.

Like a good manager, Mr

Gopalakrishnan is not content to ask the
questions. He also provides the answers.

The problem, he says, is like the broken
window problem in criminology where
everyone assumes that someone is repairing
it but no one actually is.

He also cites Amartya Sen’s phrase
“inflamed minds,” guiding public policy to
suggest that outrage can be an effective tool
in the hands of the public. But after watch-
ing some of our TV anchors I am not very
persuaded by this.

Mr Gopalakrishnan has five solutions.
One, allocate more money for justice deliv-
ery; two, de-emphasise procedure in
favour of substance; three, limit the num-
ber of adjournments; four, penalise
frivolous litigation; and five, a better self-
correcting judiciary.

The first four are eminently doable
but the last requires Russell’s Paradox to
be solved: It asks who shaves the barber
who only shaves those who do not shave
themselves.
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Big exports boost requires
a bigger change in strategy

Govt does well to fix export schemes and increase credit
flows, but big exports-growth needs a whole new approach

HE GOVERNMENT HAS donewell tocome outwith a series of initiatives to
boost India’s flagging exports; between FY14 and FY19,India’s exports grew
at less than 1% per annum. The measures,announced last week, include
replacingaWTO-non-compliant duty refund schemewith acompliantone
and,witha<¥10,000 crorehigheroutlay,thereare measures toensurea higheramount
of export credit—around 36,000 crore—isavailableatlowerinterestrates.Othermea-
sures include ways to reduce the processing time at airports and ports, etc. While a
weakening rupee should help India’s $330-bn exports grow, it is not clear how much
these moves will help boost growth to reasonable levels in even the medium term,
much less be able to reach commerce minister Piyush Goyal’s $1-trn-stretch target.
Though Goyal was pilloried for his recent slip about Einstein having discovered
gravity,hewasright when he said thatlookingat the past didn’t necessarily help pre-
dict howthe futurewould unfold. Between 1990 and 2018,while India’s exports grew
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¢ TRUMPING TRIBUTE

Prime Minister of India, Narendra Modi

The special gesture of President Donald Trump to join
us in Houston highlights the strength of the

relationship and recognition of the contribution of the
Indian community to American society and economy

The external benchmark
conundrum

HE PRICE OF any com-
modity should ideally be
determined in the market.
However, often, there is a
preconceived notion of how
prices should behave. We want stock
prices to go up, commodity prices to

SABNAVIS

=y

nario,which cannotberuled outasevery
economy goes through these phases,
there would be challenges in maintain-
ingthese outflows.InFY20sofar,the 10-
year GSec has moved between 6.45-
7.43%, which is almost 100 bps. The
364-day Tbill moved between 5.74%-

Chief Economist, CARE Ratings

just 18 times, for instance, 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 otherwords, it is not
how fast global trade is growing that is critical, what matters is seizing the opportu-
nities that global trade throws up; Vietnam didn’t just catch the textiles boom, it also
rode the electronics boom, and the possibilities that got thrown up with rising US-
China tensions. Seizing the opportunities, however, requires an almost complete
retooling of India’s manufacturing/regulations since no country can become an
export powerhouse unlessitslocal production is globally competitive; cheaper export
credit,forinstance,isa good thing,but it cannot make an uncompetitive productinto
aworld-beating one.In which case, India needs to fix its infrastructure deficit, high
corporate tax rates, high-cost labour and land, and reduce costs associated with
bureaucratic red tape, convoluted decision-making, etc.

Itisalsocritical thatvarious sectoral distortions be corrected; so,forinstance,India’s
tax policies in textiles are biased against man-made fibres whereas global demand is
for such materials,and not for cotton,which is the mainstay of India’s industry. Other
sectoral policies also need to be fixed. While India’s policies on mobile phones have so
far attracted mostly small players, the bulk of the $300bn global export market for
smart-phones—60% of this takes place from out of China—is serviced by four of five
large companies, like Apple and Samsunyg; it is difficult to see how India’s exports of
smart-phones can take off unless India is part of the global value chains of these firms.
Thereis,so far,little serious attempt to ensure that firms like Samsungand Apple shift
their production bases to India; the boom in India’s automobile exports after Suzuki’s
entry ensured its entire vendor-base moved to India, though, should have made clear
justhowimportantbeing part of globalvalue chainsis.Around 70-75% of global trade,
inany case, takes place throughvalue chains run by MNCs across theworld.Agriculture
isanotherbigarea of export potential, but harnessing this requires moving away from
today’s stop-go policies towards agriculture exports—normally based on how local
prices are faring—aswell as those like MSPs that distort markets.In the case of miner-
als,where there is big exports potential, similarly, India needs to both get its royalty-
cum-taxregimerightaswell ensureall permissions—includinglicensing fresh mines
and all environmental clearances—are given at the earliest. Only a policy that aims at
makinga country more competitive can deliver top-class exports growth; an exports-
policy makes little sense on its own.

Not ambitious enough

Housing package needed to have been a lot bolder

HE LASTMILE funding for stalled housing projects will not solve the real
problem in the real estate sector,but will nonetheless help.The ¥20,000
crore fund, to be set up on the lines of the National Infrastructure and
Investment Fund (NIIF),will be used to complete affordable and mid-cat-
egory housing projects. The government’s contribution would be ¥10,000 crore,
with sovereign investors,and the likes of an LIC, expected to bring in the rest.

The reason why the financial assistance may not help resuscitate much of the sec-
toristhat most housing projects,today,are stressed. The scheme,however,is onlymeant
for those projects that have not been admitted to the NCLT for a resolution process,
and those where the loan exposure hasn’t gone bad. Moreover, construction should
have hit 60%, which is probably not the case for the majority of projects.The point is
that,ifthe projectis networth positive,and 60% of itis complete, the promoters should
not have trouble borrowing anyway. It is the promoters with weaker balance sheets,
those unable to access conventional sources of funding,who need help.

While it is hard to estimate how far 20,000 crore can go, Kotak Institutional
Equities (KIE) points out there are currently 4.1 lakh apartment units costing less
than I45 lakh. It is not clear how many of these have progressed to the extent of
60%, but KIE believes 320,000 crore should be enough to fund 40% of the con-
struction costs for about 2.5 lakh units.

To be sure, the government doesn’t want to be bailing out every errant builder.
Neitherdoesitwant be trapped inlitigation.Also, it is understandably more concerned
about affordable homes—costing below 345 lakh—and mid-income housing rather
than luxury apartments. Nonetheless, given how a revival in the real estate sector—
especiallyhousing—can make a big difference to the economy, the government could
have looked at a much bigger level of financial support,and also enlarged the scope
of the fund.Forinstance, it could have included some stressed projects,which have not
made it to the NCLT, but where the loans may have gone bad, by working with the
banks to rope in a new promoter.The NCLT process, unfortunately, is time-consum-
ing,and the assets end up being sold to buyers, with banks taking massive haircuts.
Intervening before a company is admitted to the NCLT will help projects fetch their
rightvalue,and banks,too,would recover more in quicker time.Abigger fund—at least
340,000 crore—with alarger contribution from the government is needed, and the
conditions need to be relaxed. The returns from this investment can be very high.

Rash-drivingPREMIUM

Linking vehicular insurance premiums to driving
behaviour is a good idea

DIPSTICK MEASURE of how seriously the government is taking the issue

of road accidents and poor driving behaviour—apart from the heavy fines

under the amended Motor Vehicles Act—is the fact that it is mulling over

linking premiums forvehicularinsurance totheindividual’s history of traf-
ficviolations.Indeed, the compounded penalty could induce motorists to exhibit safer
drivingbehaviour.On September 6,IRDAI notified the constitution of aworking group
torecommend the implementation framework and methodologyfora potential pre-
mium-driving behaviour regime.The national capital territory (NCT) might seea pilot
launch of the new insurance policy as early as November.

At present,premiums forautomobile insurance in India are dependent on the make
and model,as opposed to the global practice of basing them on the driving practices of
theinsurance beneficiary. However,the new system is expected to follow the globally-
accepted points-based model,wherein the severity of trafficviolations affects the pre-
mium. Failure towear a seatbelt, since it doesn’t expose the vehicle to risk of accident,
would lead toa much smallerrise in insurance premium as compared to,say,having a
history of drunkdriving.The data for customising insurance premiums is expected to
be sourced from Automated Traffic Enforcement systems and e-challans.This model
would, equally, give discounts on premiums to motorists with exemplary records of
driving behaviour. For better collation of data, perhaps the use telematics devices, or
blackboxes,within vehicles could be considered.This system of pay-the-way-you-drive
insurance—based on technology that records information like vehicle speed,location,
driving frequency, and other performance indicators like how hard the brakes are
applied, how rapid the acceleration level is,and how sharp of a corner is taken—has
taken off in developed nations. India must take that route, too.

come down, exchange rate to be steady,
and interest rates to come down. These
preconceived notions can, then, have a
bearing on actual price if there is regu-
latory power. Let us see how this works.

When it comes to, say, commodity
prices, there is the eternal conundrum
of whether the farmer should get a
higherprice,orthe consumershould pay
a lower price. Today, while the MPC is
happythatinflationisdown,theincome
of farmers has been affected,which has
affected spending. The reverse of the
two can cause political upheaval. But,
there is no control over prices as there
are myriad players. The same holds for
currency.RBI can intervene in the mar-
ket,and augment supplies to stabilise
the rupee, or, conversely, withdraw dol-
lars to ensure there is no further appre-
ciation. But,beinga market-determined
rate, RBI cannot force the price in any
direction by notification,which was the
caseinthe pre-1992 days.

However, when it comes to cost of
capital,there hasbeen constant lament
that interest rate transmission is not
happening,and while the interest rate
is no longer controlled (remember the
MLR), the options tried were PLR, base
rate, and the multiple MCLR system,
where thelatter twowere formula-dri-
ven. With the market not quite being
amenable, the mandatory link with a
benchmarkis the final regulatory push
that compels banks to fall in line. Curi-
ously, when it comes to interest rates,
just like, say, a farm product, there are
two sides,too—a saver and a borrower.
The die has been cast in favour of the
borrower,who should payless onloans
iftheinterest rate comes down.Ideally,
the choice should have been with banks

Views are personal

whether or not to link with bench-
marks,butafter quite singularly bring-
ing in a regulatory formal-based base
rate and MCLR, the benchmark is the
third on the book shelf of the library
that will now rule the market.

The central bank, as the monetary
authority, seems to be better-placed
when it has regulated banks to use the
market benchmark route as it makes
monetary policy more effective. RBI had
been expressing its angst against trans-
mission, especially since 110 bps cut in
rates did not make banks budge much.
Now, there is no choice once a bench-
mark has been selected. But, interest-
ingly,afterthelast cutby 35 bps,the 10-
year Gsec, which is market-driven, has
actually remained intransigent in the
6.5% range,and not come down.Hence,
ifbanks had linked retailloans tothe 10-
year Gsec, even the latest dictate would
not have helped as the lending rate
would have remained unchanged,as the
market,whichisdriven by otherfactors,
has not moved in accordance with this
change.Hence, thereare limits towhich
the benchmark would work.

Howabout thebanks?Theyare prob-
ably riding the horns of a dilemma.
Which benchmark to use? Which loans
to include besides retail and SME? As
depositsare presentlynotlinked with the
benchmark concept (except fora specific
bank,which haslinked savings rate),how
dotheymanagetheirliabilities? Linking
assets tothe benchmark,and not thelia-
bilities will strain the bank’s P&L. But, if
the deposit rateisalsolinked toabench-
mark in course of time, then customers

1]

would be in a quandary as they go in for
bankdeposits on theassurance of a fixed
known return. Now, if it isalso madevari-
able, then they would have to bear the
volatility in returns, which was not part
of their plan. How about the spread over
the benchmark, which also has to be
anchored for 3 years?
If banks want to play

6.5%,which isalmost 75 bps.

An interesting observation here is
that when the financial crisis erupted,
which wasbased onlarge scale defaults
onhomeloans,itwas preciselybecause
the interest rate cycle had turned
upwards, and pressurised borrowers,
which caused them to default, and
leave theirhomes and keys.While such
an occurrence hasbeenlooked at today
as being a black swan incident as it

looks very unlikely that

safe, they have to choose A — there can be thousands of

the benchmark that
reacts either the most or
least to the repo rate
change—Tbill or Gsec,
depending on their
appetite.Therulesarenot
yet open about whether
deposits too can be linked

phase 2,if, at all, there will
be one. This cannot be

changed and holds forall  E———————————

customers,and,hence,has

to be done with careful thought. Next,
the spread over the benchmark should
be clear. Here, banks will need to work
out their costs,and the possible margins
that theywould like tomaintain,justlike
what was assumed when working out
their MCLRs. This would be the basic
lending rate, specified as xxx bps over
the benchmark. Wild swings in the
benchmark can,however, mean volatil-
ity in earnings, especially in a regime of
declining interest rates.

How about customers? Intuitively,
they would be better off when rates are
moving downwards as there would be
substantial gainsin their EMIsorinterest
outflows.But,inarisinginterestrate sce-

Federalism & the Finance Commission

The terms of reference of
the 15th FC are too
expansive, and tilt the fiscal
balance further in favour of
the Centre over the states

THE CURRENT RULING coalition has
shown a propensity for bold moves in
its attempt to reshape India’s polity
and society to match its vision of the
nation. The economy has sometimes
received similar treatment, with the
GST finally being implemented;
demonetisation, and public sector
bank mergers are two other examples.
The last Union Budget was somewhat
timid, perhaps, given the growth slow-
down, but recent economic policy
changes have shown more willingness
to respond vigorously to the problem.

Of course,boldness doesnot guaran-
teethatadecisionisthebest possible,or
even that it is a move in the right direc-
tion. The Terms of Reference (ToR) for
the 15th Finance Commission (FC XV)
reflect that cautionary observation.
Finance Commissions have been one of
the success stories of India’s constitu-
tionally created institutions. Despite
shortcomings, they have established
precedents, mostly dealt well with chal-
lengesand changesin the country’s fed-
eral finances,and retained some degree
ofindependenceand integrity.The cen-
tralgovernment has notalwaysadopted
their recommendations wholeheart-
edly, but overall, it has respected the
institution.The current challenge,how-
ever, is whether the ToR will push FCXV
into problematic territory.

The main job of the Finance Com-
missions has been to recommend tax
sharingrulesbetween the Centreand the
states,and among states,supplemented
by otherkinds of fiscal transfers.Amajor
goal has been to help poorer states fund
adequate levels of public service. The
challenge has been to achieve this with-
outundulydamaging state government
incentivesforraising theirownrevenue,
and for spending with profligacy. Given
the large transfers required by the con-
stitutional assignments of taxauthority,
and India’s heterogeneity,the outcomes
have not been too bad, certainly better
thaninsomeotherlargefederal nations,
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which have seen sub-national govern-
ments spin out of control.

So,what is the problem with the FC
XV ToR? I would argue that they are too
expansive, and that this expansiveness
isinthedirection of tilting the fiscal bal-
ance further in favour of the Centre. In
particular, the call torevisit the previous
FC’s decision toincrease the share of the
statesisworrying—that decisionmadea
great deal of sense in putting the states
on a firmer fiscal footing, while also
reducing the scope for discretion,and
political wheeling-and-dealing that
comes with it. As Govinda Rao had
pointed outin 2017, the netincrease in
the states’ share was

It is certainly possible that the final
report,now due at the end of November,
will manage to finesse the political diffi-
culties. Certainly, FC XV has extraordi-
nary technical issues to deal with after
theintroduction of the GST,the elimina-
tion of the Planning Commission, and
the proposal to change the base year for
populationweights (which posesits own
set of political challenges). But, I would
argue that the Centre’s ToR have been
bold in the wrong direction, towards
greater central control. Whatis needed is
afiscalfederal system inwhich statesand
local governments (particularly cities
and largertowns) have greaterautonomy

to decide on their own rev-

much smaller than what ———————————— cnues, perhaps by piggy-

still gets reported, and
going back on what the
last FCdid willbe damag-
ing. The ToR also places
emphasis on providing
performance incentives
to states,and controlling
“populism,” but that
raises all kinds of difficul-
tiesin defining that term,
and could lead to a com-

What is needed is a
fiscal federal
system in which
states and local
governments have
greater autonomy
to decide on their
owh revenues

backing on the central
income tax, or by strength-
eninglocal propertytaxsys-
tems, or other avenues that
willallow sub-national gov-
ernments to be judged, by
their constituents, on
whether they are raising
these revenues effectively,
and translating them into
higher quality public ser-

plex mess,just when the m— = vices.Centralisation of fis-

last FC had succeeded in
simplifying, somewhat, the criteria for
fiscal transfers.Incentives of thisnature
had been tried earlier,and did not seem
towork particularlywell.

Perhaps the most striking example
of pushing the envelope of the ToRis the
recent, last-minute addition of asking
FCXVtosuggestwaysofallocating non-
lapsable funds for defence and internal
security.Aside fromissues of process, the
aspect of concern here is that a techni-
cal panel that has already almost com-
pleted two years of consultations and
analysis is being asked to weigh in on
issues of expenditure that have a high
level of political sensitivity.It fitsinwith
an approach to the ToR that seems to
push FCXVintoservingasa political tool
of a particular national agenda.

cal authority merely allows
sub-national governments to goon con-
tending that the Centre is the source of
their problems.

Increasing the fiscal authority and
autonomy of state and local govern-
ments will require constitutional
changes, but these have been imple-
mented before in the realm of fiscal fed-
eralism, and the government has
demonstrated itswillingness tobebold
in otherarenas. Given the timing of the
FC cycle, perhaps the Centre, through
the NITI Aayog, should immediately
consider structural reforms in India’s
fiscal federalism that will promote effi-
cient sub-national spending on health,
education and infrastructure, and lay
the groundwork for the kind of broad-
based growth that India needs.

Customers should
continue to have a
choice of going in
for a fixed or
floating rate, as it
can affect them
tothesamebenchmarkin adverse'y when the
cycle moves up

home owners defaulting
at the same time, it is a
possibility that cannot be
ruled out asinterest rates
on home loans, which is
what is being driven by
the government, is going
to bevariable.

The new interest rate
setting model, based on
benchmarks,will be a new
experience. Hopefully,cus-
tomersshould continueto
have a choice of going in for a fixed or
floating rate, as it can affect them
adversely when the cycle moves up, just
astheybenefitwhen it comesdown.Also,
the critical part of linking the deposits to
the external benchmark has to be taken
as this one-sided-linkage creates chal-
lenges on their interest spreads.As retail
and SMEs also tend to move in large
numbers, when it comes to response to
lowerinterestrates,and the newdispen-
sation comes in the downward move-
ment regime, the response in upward
movements would require close moni-
toring. From the point of view of mone-
tary policy, this will go down as the final
salvo being fired.

LETTERS TO

THE EDITOR

Aryan migration

proved

The paper titled "The Formation of
Human Populations in South and
Central Asia", published in the highly
regarded journal Science, has
proved the Aryan migration theory
conclusively, on the strength of
‘genome-wide ancient DNA data
from 523 individuals spanning the
last 8,000 years'. Hindutva
proponents and partisans can no
longer defend the 'Out of India’
migration theory. It has to be now
conceded, without reluctance, that
we are ‘all migrants and all mixed".
Some came early and some late;
those who are regarded as the
indigenous people are the
descendants of '‘Out of Africa’
migrants, who reached India around
65,000 years ago, and those known
as the Aryans reached India around
2,000 - 1,500 BC, from the Central
Asian steppe. The Aryans arrived in
India not only with their Indo-
European languages and pastoral
techniques but also their cultural
practices, and introduced a
hierarchical social system based on
birth. It should be clear, then, that
the Vedic culture cannot be
equated with India's composite and
syncretic culture. The definitive
findings published in Science should
dissuade the Hindu Right from
harping too much on pithrubhoomi
(fatherland) and punyabhoomi (holy
land). The histories of populations,
and the extent of their interbreeding
supported by genetic data are not
amenable to alteration to suit
anyone's political or ideological
leanings. The article should open
the eyes of those who believe in
‘one nation, one religion’, 'one
nation, one culture’, 'one nation, one
ideology' and 'one nation, one
language’ to the beauty and validity
of the concept of 'unity in diversity".
Large sections of the media, print
and electronic alike have chosen to
ignore the significant findings about
the provenance of Indians,
betraying their elitist bias and
vested interest.

— G David Milton, Maruthancode
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Why Modi is a

evel 5 leader

The PM is a communicator par excellence. He
speaks directly to the people and creates a bond
with them, and gives confidence to them

evel 5 Leadership connotes

Honesty and Integrity, Com-

mitment & Passion, Decision

Making, Accountability. Over

and above,alevel 5 leader must
be a good communicator, creative and
innovative,who delegates and empowers
andisan Inspiringleader.Onall these cri-
teria, prime minister Narendra Modi
stands out.

His honesty and integrity is full &
final. Forhim, national interest is the only
interest. This image got widespread
acceptability during his stint of 12 years
as Gujarat CM.This stood out against the
backdrop of policy paralysis, corruption
and vaccum of leadership which country
experienced during 2004-14.Therefore,
people love him. The poorest of the poor
is convinced about his honesty and

integrity. It is well known that illiterate
intelligence is more effective than edu-
cated incapacity many times. In five
years, there is not a single charge of cor-
ruption against his government.

His humane face was visible when he
consoled ISRO scientists after last
minute snag in Chandrayaan-2. Before
leaving Sriharikota, he delivered one of
the best motivational speech to the sci-
entist and engineers of ISRO.

After assuming power in 2014, he
bowed before the Parliament footsteps,
followed by bowing to the Constitution
and declared that his government is
dedicated to the welfare of the poor,
SC/STs, downtrodden and hitherto
neglected. He coined a slogan ‘sabka
saath, sabka vikaas’. This year he added
‘sabka vishwas’ which explains his

intentions very clearly.

He thinks differently and acts differ-
ently. To motivate and get full coopera-
tion of bureaucracy, he appointed 10
groups of secretaries to prepare a
roadmap for the government in 10 dif-
ferent sectors. All the groups gave pre-
sentations, and after due diligence, he
asked them toworkwith speed toachieve
theirown goals.He asked them to present
their progress the year after.

Probably, he is the first prime minis-
ter who has written a book to guide and
give confidence to the students about
how toapproach the exam-

PORTRAIT: SHYAM KUMAR PRASAD

ganized labor- small traders- farmers,
remunerative prices to farmers, 95 mil-
lion toilets are examples of empower-
ment of poorer section.

GSTisaliving example of his faith in
co-operative federalism. Decisions about
every word of GST law, rules and rates
were decided unanimously though there
is a provision of decision by voting.
Increase in devolution to the states from
320% of central resources to nearly 49.5%
shows his faith in federalism.

He has declared new goals for his sec-
ond term—S$5 trillion economy, assured

water supply to every

ination and challenges in e ——— N0USehold, providing social

life. He titled it as Exam
Warriors. Successively for
two years, he addressed
more than 100 million stu-
dents and parents. In his
interaction with students,
he even referred to PUBG,
making it clear that he is
updated onwhatis happen-
ing around. He establishes
immediate connect with
the students and young-
sters.

He is creative and
innovative. He
understands that
India lacks in
innovation, and
only research &
innovation will
make India a part
of the Big League

security to all needy sec-
tions and, above all, ‘sabka
vishwas’.

He is creative and inno-
vative.He understands that
India lacks in innovation,
and onlyresearch & innova-
tion will make India a part
of the Big League. There-
fore, he started ATAL Tech-
nology Labsinnearly 3,000
schools, where robotics, 3D
printing and  other

Hewasprobablythefirst " ——————————— jdvanced material is made

Indian politician to realise

the potential of social media and used it
effectively not only to reach out but,
establish immediate connect with the
youth.

He isa communicator par excellence.
He speaks directly to the people and cre-
ates a bond, gives confidence to them.
Peoplerespond to hisappeals even if they
have to forgo gas subsidy or travel con-
cessions. Through his communication,
he motivates.

The decision on GST,demonetisation,
Surgical Strike, Balakot Air Strike, action
against corruption,Abrogation of Article
370 provisions,lawbanning Triple Talaq
are some examples of decisive leadership.

Also,10% EBCreservation, Ujwala gas
scheme, Pradhanmantri Awas, Ujala giv-
ing LED, Mudra, Skill India, Ayushman
Bharat, Kisan Sanman, Pension to unor-

available. Students experi-
ment with these modern gadgets and
come out with exciting ideas. These are
mapped in Olympiad organised for this.
For engineering students, he promoted
‘Smart India Hackathon’,where team of
students work on some problem state-
ment and come out with digital/hard-
ware solutions. The final round is organ-
ised at 25 centres, in which 10,000
students work non-stop for 36 hours.
Every year, he interacts with these stu-
dents at midnight and inspires them.
He has ensured Atal Incubation Cen-
tre’s in various IITs/NITs. In this budget,
he has come up with the scheme of the
National Research Fund. He has sanc-
tioned ‘PMs Scholarships’ to encourage
real advanced research. He interacts reg-
ularly with start-ups and meets youths
with innovative ideas.
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# iPhone

opportunities,
& challenges
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Apple has played some strategic pricing
with its new iPhone, but its trump card
might be an older phone

HE NEW IPHONES are here.Apple has, thistime,
chosen torefresh its lineup with upgrades of all
the three phones it launched last year. So there
is the iPhone 11, which betters the popular
iPhone XR, the iPhone 11 Pro to replace the
iPhone XS and the iPhone 11 Pro Max, an upgrade on the
iPhone XS Max.All three phones are upgrades, so no radical
change in design orhardware,except better,and more,cam-
eras as well as a more powerful processor, the A13 Bionic.

Apple will be hoping that the improved cameras on its
new phones—theiPhone 11 hastwo camerasand theiPhone
11 Pro models three lenses—will get at least its dedicated
user base to upgrade.With what it haslaunched this time, it
mightbe difficult to get those using newer models to opt for
an upgrade, but it might impress those with models up to
theiPhone 7.

Research firm Canalys says that from Q4 2018 to Q2
2019,Apple shipped 87 million of its latest iPhones, 26 mil-
lion less than what the previous generation (iPhone 8,8 Plus
and X) achieved in the same period the year before. The sale
of its older-generation iPhones,meanwhile,grew 12.49%,to
61 million units. This will be the first set of numbers Apple
will hope to change with the new phones.It has to somehow
get its customers to buy more of the newer phones.

Thisiswhywith theiPhone 11,Apple hasbrought down its
price tag significantly. While
the iPhone XRwas launched at  p————
376,900, its successor has a
starting price of 364,900.1twill
be hoping that a lot of users in
countries like India pick up the
new phones instead of opting
for older devices. But the fact
remains that the iPhone 11 is

Apple's worry for
markets other than
India is that, for
three years now, it
has had the same

still an expensive phone for design and
Indians. However, it might have incremental
a chance now when users are updates

comparingwith other flagships
like the Samsung GalaxyS100r  p— ———
the Note 10.When it comes to
specs, all these phones are very similar—with the iPhone
offering a lot more in terms of sheer ecosystem advantages.
But, after the launch of its new phones, at least in India,
Apple can expect a significant jump in numbers. That is
because its most popular phone has become more afford-
able. Canalys says the iPhone XR, which was introduced in
October 2018, shipped 47 million units till June 2019.That
is almost the combined numbers of the other two phones
launched at the same time—the iPhone XS and iPhone XS
Max. That was because the phone was selling around
X54,900 after a price cut some months ago and raked in a
lot of numbersin India.The iPhone XR can nowbe purchased
foraslowas ¥49,900.Ahead of the holiday season in India,
that might be a very strategic new price for Apple, one that
helps it take away numbers from OnePlus,which lords over
the premium segment now. For the average Indian, the
iPhone is still an aspirational phone, and given a choice, he
would go for it even if it costs a few thousand rupees more.
But,that’sjust India. Apple’sworry for the rest of theworld
is that, for three years now, it has had the same design and
incremental updates. Most of what it has offered now, like the
ultrawide lens,has been in the market for a while now. How-
ever, its processor is way more superior and so are its efforts
atcomputational photography.But,will that be enough forits
captive base of users in countries like the US and Australia to
increase their monthly subscription and get a new phone?
That,wewill have towait fora fewmonths to see.Of late, these
users have been holding on to their phones for longer, thus
impacting the numbers for the Cupertino tech firm.
So,even as it could end up with better numbers in India,
therewillbe aworry thatits flagship phoneswon’t doaswell
as it wants them to. But then Apple might be okay lying low
foranotheryeartillit prepares forits big 5G plunge in 2020
with radically different iPhones.

IND-AS FOR BANKS

T IS A MATTER OF time before the
new accounting standards, Ind-AS,
kick in for banks in India. These origi-
nate fromaninnovation called IFRS 9
or CECL, if you prefer the American
version, that effectively puts accounts and
risk together in a blender. How will this ini-
tiative pan out? There are assessments that
point,with some degree of certainty, to ele-
vated volatility in accounts—P&L in partic-
ular—as‘fairvalue’gets tobroadlydetermine
whatbanksreportin theirannualaccounts.
In the aftermath of the 2008 financial
crisis, the Basel Committee on Banking
Supervision came up with new norms and
standards. While Basel III is still under
implementation, a more evolved and, in
someways,simplified Basel IVis on theanvil.
Rulesand regulations continue to originate
unabated globallyto ensure banks maintain
adequate capital, classify theirassetsappro-
priately in a timely manner, deliver proper
managerial conduct and face enforcement
action for breaches or deviations from
expected standards. Manywould agree that
the systemisstillin shakyequilibrium,with
the key stakeholders vying with each other
to succeed in finding the right solution to
de-risk the systemand,of course, the depos-
itors,whoare actually the real lenders.
Now, the two premier global account-
ing standards setting bodies—Interna-
tional Accounting Standards Board (TASB)
& Financial Accounting Standards Board
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Complexity will be
the key challenge

It is a bit hard to imagine that

the economy would
always behave as
per our models

(FASB)—have come upwith the new mech-
anism where accounting itself is called
upon to capture the risk by adjusting the
valuations on the go.Is it set to go down in
history as a big game-changing invention
in accounting? We don’t knowyet,but itis
clear that accountingwould no longerbe a
routineand mundanediscipline thatithas
remained since Friar Luca discovered, from
merchants of Venice, the good old double-
entrybook-keeping half a millennium ago.

IFRS 9 trifurcates assets into Stage I,
Stage Il and Stage I1I (ominous resemblance
to a malignancy that afflicts humans!) and
mandates provisions for 12-month
Expected Credit Losses (ECL) for Stage Iand
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Lifetime ECL for Stage II. The Current
Expected Credit Loss or CECLstandard pro-
posed by FASB prefers tofront-load lifetime
expected losses. The expectation is that
suchrisk-embedded accountingwould pre-
vent the next systemic financial fiasco.
Conceptually, the new accounting
standard appears neat and sensible. What
could create problems is the complexityit
brings in. Modelling expected losses poses
challenges. Data and its dissection apart,
itisabit hard toimagine that the economy
would always behave as per our models
and not throw up spanners in the works,
potentially surfacing unexpected risks.
Rapid technological advances or disrup-

tive business models, for example, could
lead entire industries to obsolescence,
jacking up actual losses. Incurred loss is a
reality; expected loss is an estimation.

In general, banks would have done con-
siderableamount of technical heavylifting
to get the mechanics right as part of the
preparatory tolaunch the new IFRS 9 stan-
dards or its national variants such as our
Ind-AS.However, it is not evident as to how
theindustrywould respond in case the new
ECL-driven impairment model starts
affecting profitability, makingit difficult to
practise the existingbusiness models.Long
tenor loans, say, for infrastructure or even
housing might generate higher ECL. Eco-

;'-"i"'."_

nomic sectors considered high-risk could
alsobeno-godomains forsome,ifloss mod-
elling shows up unacceptable outcomes.
Besides credit ratings of counter-parties,
collateral available might gain ascendency
in credit decisioning. Banks may need to
revisit theirviews on the kind of credit port-
folio theywish to haveasalsotheirapproach
to pricing to minimisevolatilityin P&Land
defend bottom lines. Overall, it may neces-
sitate recalibration of risk appetites.
Transitioning from today’s accounting
to the new model would likely pose chal-
lenges for the auditing profession as well,
in terms of granular data, time and
resources they may require to crack

through the complexities.Does onerely on
model-driven expected loss numbers or dig
deeper to assess the assumptions used in
modelling the forward-looking scenarios?
Extra work on translating accounts into
different standards may also add up to
costs.Businesses that dealwith both the US
and the rest of the world may need to deal
with both IFRS and CECL—an inescapable
complexity in this inter-connected world.

How do we guard against the unin-
tended side effects of the complexityis a
theme the global financial community
may need to keep revisiting. Possibly, IFRS
9 would get fine-tuned to bring in greater
simplicity, just the way Basel IV is emerg-
ing to handle unintended consequences
and simplify risk measurement
approaches. The new fair value IFRS 9
frameworkis academicallyappealing. Will
it restore stability to the financial world
thatislookingto getitsbearings back since
the global financial meltdown? The short
answer is ‘no’but, hopefully, it should be of
positive incremental value from risk man-
agement perspective.

Potential IFRS 9 outcomes might
remind us of that old acronym, VUCA. In
such an environment, financial institu-
tions would be better off identifying the
riskdrivers underpinning their businesses
and accordinglyreorienting theirbusiness
models, portfolio strategies and risk man-
agement practices.
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ANEW global study has quantified the
damage that the modern food indus-
try does to human health, develop-
ment and the environment costs. The
“hidden cost” to the world is $12 tril-
lion a year — equivalent to China’s
GDP — says the study by the Food and
Land Use Coalition (FOLU), a global al-
liance of economists and scientists.

The report calls for the world to di-
versify its food production and con-
sumption. Global over-dependence
onarelatively small number of staple
foods leaves populations vulnerable
to crop failures, with climate change
adding to the strain, it said.

“A small disruption in supply re-
ally can do a lot of damage and leads to
huge price increases. That creates suf-
fering and social unrest. And it will
highly likely also lead to hunger and
instability,” the Thomson Reuters
Foundation quoted Per Pharo of FOLU
as saying.

The report proposes a series of so-
lutions, from encouraging more di-

STUDENTS OF physics define accelera-
tion as the rate of change of velocity (or
speed) with respect to time. Expressed
mathematically, acceleration is the time
derivative of speed or velocity. In turn, the
time derivative of acceleration is “jerk”.
For further time derivatives after jerk, the
words are, snap
each successive derivative.

physics, is measured in units of mass
times acceleration. Unlike velocity and
acceleration, however, time derivatives
for force have never been defined. Now,
biologists and biomedical engineers are
proposing to define a new term, “yank”,

verse diets to improve health and re-
duce dependency on specific crops, to
giving more support to the types of
farming that can restore forests, a key
tool in fighting climate change.

What it says about India

The report points out that India
has 4 per cent of global freshwater re-
sources to support 19 per cent of the
world’s population. Some 80 per cent
of water in India goes to agriculture,
primarily from groundwater sources.
This is unsustainable, it says.

Existing government policies al-
ready address critical transitions that
the new report recommends, FOLU
observes. Among various Indian ini-
tiatives, the report mentions the
EatRight Movement of the Food Safety
and Standards Authority of India in
2017, the National Food Security Act
of 2013, the National Mission on
Sustainable Agriculture, and the Zero
Budget Natural Farming programme
in Andhra Pradesh.

THIS WORD MEANS
YANK

Proposed new term for changes in force over time,
so that scientists can study muscle behaviour better

AN TS

crackle” and “pop” for

Force, another familiar concept of

for changes in force over time. Their ideas
are published in the Journal of
Experimental Biology.

The objective is to quantify something
that our muscles and nerves can feel and
respond to. Scientists who study sports
often use the term “rate of force develop-
ment”, a measure of explosive strength.
Also, scientists who study gait and bal-
ance in animals and humans often
analyse how quickly forces on the body
change. “Yank” could be useful in under-
standing spasticity, a common muscle
impairment in multiple sclerosis, spinal
cord injury, stroke and cerebral palsy.

Source: Emory University
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SIMPLY PUT QUESTION 8 ANSWER

What is J&K’s Public Safety Act?

The PSA, under which former Chief Minister Farooq Abdullah has been detained, allows for detention for
two years without trial. How is the stringent Act enforced, and what are the options for appeal?

KAUNAIN SHERIFF M
& BASHAARAT MASOOD
NEW DELHI, SRINAGAR, SEPTEMBER 16

ON MONDAY, it emerged that former Jammu
and Kashmir Chief Minister Farooq Abdullah
has been detained under the state’s stringent
Public Safety Act (PSA), which enables au-
thorities to detain any individual for two
years without trial. Alook at the provisions of
the Act, and the conversation around it:

What is the PSA?

The Jammu & Kashmir Public Safety Act,
1978 is a preventive detention law, under
which a person is taken into custody to pre-
vent him or her from acting in any manner
thatis prejudicial to “the security of the state
or the maintenance of the public order”. Itis
very similar to the National Security Act that
is used by other state governments for pre-
ventive detention.

By definition, preventive detention is
meant to be preventive, not punitive. This
broad definition is the most common ground
used by a law-enforcement agency when it
slaps the PSA on an individual. It comes into
force by an administrative order passed ei-
ther by Divisional Commissioner or the
District Magistrate, and not by an detention
order by police based on specific allegations
or for specific violation of laws.

Why is it considered draconian?

The PSA allows for detention of a person
without a formal charge and without trial. It
can be slapped on a person already in police
custody; on someone immediately after be-
ing granted bail by a court; or even on a per-
son acquitted by the court. Detention can be
up to two years.

Unlike in police custody, a person whois
detained under the PSA need not be pro-
duced before a magistrate within 24 hours
of the detention. The detained person does
not have the right to move a bail application
before a criminal court, and cannot engage
any lawyer to represent him or her before the
detaining authority.

The only way this administrative preven-
tive detention order can be challenged is
through a habeas corpus petition filed by rel-
atives of the detained person. The High Court
and the Supreme Court have the jurisdiction

Near Farooq Abdullah’s residence on Srinagar’s Gupkar Road Monday. Shuaib Masoodi

to hear such petitions and pass a final order
seeking quashing of the PSA. However, if the
order is quashed, there in no bar on the gov-
ernment passing another detention order un-
der the PSA and detaining the person again.

The District Magistrate who has passed
the detention order has protection under the
Act, which states that the order is considered
“done in good faith”. Therefore, there can no
be prosecution or any legal proceeding
against the official who has passed the order.
Also, after an amendment last year by the
Governor, persons detained under the PSA
inJammu & Kashmir can now be detained in
jails outside the state.

What happens once the PSA is slapped?
Generally, when a person is detained un-
der the PSA, the DM communicates to the
person within five days, in writing, the rea-
son for the detention. In exceptional circum-
stances, the DM can take 10 days to commu-
nicate these grounds. This communicationis
important because it is on the basis of it that
the detained person gets an opportunity of
making a representation against the order.
However, the DM also has the discretion not
to disclose all the facts on the basis of which
the detention is ordered, if he or she thinks
that these facts are against “public interest”.
The DM has to place the detention order
within four weeks before an advisory board,

consisting of three members including a
chairperson who is a former judge of the
High Court. The DM also has to place the rep-
resentation made by the detained person.
The detained person too can make a repre-
sentation before this advisory board.

Within eight week from the date of de-
tention, the board submits its report to the
government, which will determine if the de-
tention is in public interest. This report is
binding on the government.

What constitutional safeguards are
guaranteed to a person so detained?

Article 22(a) of the Constitution states
that no person who is arrested shall be de-
tained in custody without being informed,
as soon as may be, of the grounds for such
arrest, nor shall he be denied the right to con-
sult, and to be defended by, a legal practi-
tioner of his choice. Article 22(b) states that
every person arrested and detained shall be
produced before the nearest magistrate
within a period of 24 hours (excluding the
time necessary for the journey from the place
of arrest to the court) and no such person
shall be detained beyond this period with-
out the authority of a magistrate.

However, Article 22(3)(b) allows for pre-
ventive detention and restriction on personal
liberty for reasons of state security and pub-
lic order. The Supreme Court has held thatin

order to prevent “misuse of this potentially
dangerous power, the law of preventive de-
tention has to be strictly construed and metic-
ulous compliance with the procedural safe-
guards... is mandatory and vital”. Therefore,
the DM has to show that the detention order
follows the procedure established by law; any
violation of these procedural safeguards is to
be termed violation of constitutional rights.

Over the years, the Supreme Court has
held that while detaining a person under the
PSA, the DM is under a legal obligation to
analyse all the circumstances and material
before depriving that person of his or her
personal liberty. It has also held that when a
person already under police custody is
slapped with the PSA, the DM has to record
“compelling reasons” for detaining that per-
son. While the DM can detain a person mul-
tiple times under the PSA, he or she has to
produce fresh facts while passing the subse-
quent detention order. And all the material
on the basis of which the detention order has
been passed, the Supreme Court has held,
should be provided to the detained person
for making an effective representation; and
the grounds of detention has to explained
and communicated to the personin the lan-
guage understood by the detained person. If
these are not followed by the DM, it can be
made the grounds, before the High Court, for
quashing of a detention order.

5 months on, Why Israel IS voting again today

EXPRESS NEWS SERVICE
NEW DELHI, SEPTEMBER 16

ISRAELI voters will return to polling booths
on Tuesday for a second shot in a little over
five months at deciding who will form the
country’s next government. The last election
on April 9 failed to produce one.

Unprecedented election

No single party has ever won a majority
in the Knesset, which routinely sees repre-
sentation of perhaps 10 political factions.
Coalition governments are the norm, with
the larger parties getting support from the
smaller ones in return for concessions for
their specific constituencies. Negotiations
are always long and tortuous, but this is the
first time that a deal could not be cut.

How the country got here

Votes are cast for parties, and seats are al-
located by proportional representation — a
party must win at least 3.25% of the national
vote, equivalent to four seats, to get into the

ELECTION IMAGE: An ultra-Orthodox
Jewish man; a Likud banner showing
Netanyahu and Trump. Reuters

120-member House. In April, Benjamin ‘Bibi’
Netanyahu’s Likud and the main Opposition
Blue and White were tied at 35 seats each.
After results are declared, Israel’'s President
gives the leader who he feels has the best
chance of putting together a coalition, 28 days
— with a possible extension of 14 days — to
form a government. In April, President Reuven
Rivlin asked Netanyahu to make an attempt.

The negotiations failed after Avigdor
Lieberman, leader of the secular ultranation-
alist Yisrael Beiteinu party, walked away from
the right-wing religious axis led by Likud.

The deal-breaker was ostensibly Netan-
yahu’s refusal to remove the exemption tra-
ditionally given to ultra-Orthodox (Haredi)
Jews from Israel’s mandatory military con-
scription so they can continue to study the
Torah full-time. Critics of Lieberman, however,
alleged that his real game was to weaken
Netanyahu — his one-time ally turned bitter ri-
val — and ultimately replace the Prime
Minister as the country’s top politician.

On May 29, with Likud stranded one seat
short of the 61 needed for a majority, Netan-
yahu engineered a vote in the Knesset to dis-
solve itself and hold fresh elections.

A referendum on Bibi

Like the last time, Tuesday’s election will
be a virtual referendum on Netanyahu, who
in July beat Israel’s iconic founder Prime
Minister David Ben-Gurion to become the
country’s longest-serving leader. Netanyahu,
69, who first became PM in 1996 and then

won consecutive terms beginning 2009,
2013, and 2015, faces possible indictment for
bribery, fraud, and breach of trust, which
could see his long career end in ignominy.

Theraceis extremely close, and Tuesday’s
vote, like the one in April, will be a contest
between Netanyahu and Benny Gantz, the
60-year-old leader of the centrist Blue and
White. Gantz, a former Chief of the Israel
Defence Forces, cannot compete with the
Prime Minister in terms of experience and
international position; yet, he is the strongest
anti-Bibi candidate in years.

What can happen hereon

All citizens ages 18 and older — about 5.8
million Israelis — are eligible to vote.
Palestinians who live in the West Bank and
Gaza Strip cannot vote; nor can those in East
Jerusalem who do not hold Israeli citizenship.

Most polling booths will be open from 7
am to 10 pm. Results will start to come out
soon afterward, and the outcome is expected
to be clear in about six hours.

However, just like in April, no one expects
the elections to throw up an outright winner.

How attack on Saudi oil facility could impact Indian and world economies

UDIT MISRA
NEW DELHI, SEPTEMBER 16

ON SATURDAY, the Houthis, a rebel Shia
group of Yemen that is backed by Iran,
bombed the Abqaiq plant as well as the
Khurais oil field in Saudi Arabia. The attack,
executed by drones, meant that Saudi
Aramco, the state-owned oil company, had
to not only suspend the production of al-
most 6 million barrels per day (about 6 per
cent of global oil supply) but also restrict
the use of 2 mbd of spare capacity. This is
the largest-ever disruption in crude oil pro-
duction in Saudi Arabia, which supplies 10
per cent of global world supply and is the
world’s largest crude oil exporter.

Extent of supply shock

As the chart alongside shows, even
without the latest disruption, according to
International Energy Agency (IEA) —an au-
tonomous Paris-based organisation with
30 member-countries of the Organisation
for Economic Co-operation and
Development (OECD)as its members — the
second half of the current calendar year

Epaperﬂ.ﬂelsa. com

would have seen a decline of 0.8 mbd be-
cause of already stagnating supplies. That
is why oil prices too were expected to move
up. The latest disruption — of an additional
6 mbd — is substantial.

However, as a report from Kotak
Institutional Equities Research points out,
the world has a large enough oil buffer to
tide over the current disruption. For in-
stance, OECD countries have 2.93 billion
barrels of commercial petroleum invento-
ries and another 1.55 billion barrels of
strategic reserves, which are under govern-
ment control. As such, it states, “ if we as-
sume that Saudi’s disrupted oil supplies re-
main out of the market entirely for the next
three months, it can be serviced by 11-12%
of OECD inventories”.

Extent of the price shock

To the extent that the world has enough
inventories to tide over the immediate
shortfall, and assuming that this attack is
not the start of along streak of international
hostilities between a US-led bloc (includ-
ing Saudi Arabia) and an Iran-led bloc (in-
cluding the Houthis), the price shock could
be relatively limited.

GLOBAL OIL INVENTORY CHANGE VERSUS CRUDE PRICE,
CALENDAR YEAR ENDS, 2009-19
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Even so, crude oil prices have already
shot up by over 10 per cent, and the Brent
price was $66.6 per barrel as of Monday
evening. Brent futures have jumped 20 per
cent. According to most estimates, oil prices
are likely to trend around the $75 per barrel
mark in the coming months.

However, prices will keenly reflect not
just the immediate disruption but also the
likely disruption should the USinitiate some
kind of military response. In a tweet on
Sunday, US President Donald Trump said:
“Saudi Arabia oil supply was attacked. There
isreason to believe that we know the culprit,

are locked and loaded depending on verifica-
tion, but are waiting to hear from the
Kingdom as to who they believe was the
cause of this attack, and under what terms
we would proceed!”

Impact on India

India imports 80 per cent of the oil it
consumes, which means there are multiple
ways in which the country will be impacted
by this disruption.

The first issue is supply. India is already
trying to make up for the loss of supply from
Iran after US-imposed sanctions. After Iraq,
Saudi Arabia is India’s second-largest sup-
plier of crude oil — it accounts for almost 17
per cent of the country’s imports. Although
Saudi Arabia has assured that there will be
no loss of supply, if the process of restora-
tion takes more time than anticipated, India
would have to look for alternatives. This
may not be easy since the global supply has
been fairly volatile because of disruptions
in some of the other big suppliers such as
Venezuela, Libya and Nigeria.

A hit on prices may then follow.
According to Madan Sabnavis of Care
Ratings, India is expected to import 1.6 bil-

lion barrels of crude oil in the current finan-
cial year. So an increase in oil prices by just
one dollar essentially means an increase of
$1.6 billion in the import bill. That’s an ad-
ditional Rs 11,500 crore at the current ex-
change rate. But supply constraints and ris-
ing oil prices would mean that the rupee will
weaken further against the dollar — that’s
because, as the dollar prices of crude oil rise,
India would need to buy more dollars for the
same amount of oil, thus depreciating the
value of the rupee vis-a-vis the dollar.

As such, rising oil prices will worsen the
Indian government’s fiscal balance.
Moreover, higher crude oil prices would
also lead to higher domestic oil prices,
which, in turn, will further depress the de-
mand for all things, especially those that use
oil as the primary input — say, cars. This dip
in consumption demand, which is already
under strain as the recent growth slow-
down has shown, would likely mean lower
economic activity and consequently lower
revenues for the government.

To the extent that the current crisis is
contained, the damage would be limited —
but an escalation by President Trump could
exacerbate worries.



N

14

ThelndianEXPRESS

« FOUNDED By <

RAMNATH GOENKA

BECAUSE TRE TRUTH

>

INVOLVES US ALL

PUBLIC? SAFETY?

Move to book Farooq Abdullah under PSA shows arbitrariness
— and a lack of plan to address the crisis in J&K

HE GOVERNMENT’S DECISION to wield the Public Safety Act (PSA) against

former Jammu & Kashmir chief minister Farooq Abdullah beggars belief. How

the National Conference leader, Lok Sabha member from Srinagar con-

stituency, former Rajya Sabha member and former Union Minister for
Renewable Energy turned into a case for a law used against terrorists, that too while he
was in detention for five weeks, should be for the Centre to explain. Just two days prior
to his August 5 house arrest under preventive sections of the CrPc, Abdullah and his son
Omar, also a former chief minister, met Prime Minister Narendra Modi at his home along
with a National Conference delegation. After all this, the application of the PSA on Abdullah,
hours before the Supreme Court was due to hear a habeas corpus petition for his produc-
tion filed by MDMK leader and Rajya Sabha member Vaiko, says more about the govern-
ment than about a man who was the face of moderate politics in Kashmir, apart from be-
ing the standard bearer for India on the Kashmir issue.

Abdullah — and his son Omar — may have many a question to answer when it comes
to their record of governance in the state but not the question of fealty to the Indian
Constitution. Indeed, 25 years ago, during the height of Pakistan-sponsored militancy in
Kashmir, it was Abdullah that the Centre fielded to defend India against allegations of
human rights violations in the Valley. He also risked his life and political future by going
along with the Centre’s push for Assembly elections in 1996, winning the election that saw
a good turnout despite a boycott call by the Hurriyat. His six-year term was a period in
which militancy gradually decreased to virtual irrelevance by 2002. It is ironic that as
India faces a fresh round of international concern and allegations for its arbitrary deten-
tions and communications blockade in the Valley, the same leader who, despite some
faux pas, acted as a reliable bridge between Kashmir and the Centre, has now been de-
tained under a law that does not require him to be produced before a court for up to two
years. It is astonishing that the Court accepted this without question.

Since August 5, when the government abrogated the state’s special status, splititinto
two Union Territories, picked up hundreds, and imposed a lockdown, all has been justi-
fied in the name of keeping the peace. A full 43 days have passed. It is not just odd, itis a
matter of increasing concern that the government appears to have made little progress
on a plan of engaging with the Kashmiri people other than through saturation security
presence, arbitrary arrests, a communication blockade and now using a draconian act
against a key political leader.

CLEARING THE AIR

Odd-even policy is no magic bullet to tackle pollution. But itis
sure to trigger a conversation about Delhi’s environment

LMOST FOUR YEARS after it was first implemented in Delhi, the odd-even
scheme will make a comeback in the city. Last week, Delhi Chief Minister
Arvind Kejriwal announced that the road rationing scheme will be a part of
a seven-point programme to combat pollution from November 4 to 15. The
scheme, that will be implemented a week after Diwali, when Delhi’s air is at its worst —
the post-festival pollution combines with the smog from stubble burning in Haryana,
Punjab and Uttar Pradesh, and particulate matter from tailpipes of vehicles. In the last
three years, the Delhi government and the agencies responsible for managing the city’s
environment resorted to knee-jerk reactions, which did very little to improve the city’s air
quality. The AAP government’s decision to have a pollution-management plan in place
nearly two months before the acrid smog hits the city is a welcome departure from the past.

The road rationing scheme allows vehicles to ply on alternate days, depending on odd
and even number plates. It was introduced in January 2016, as a desperate measure of sorts
after the Delhi High Court described the city as a gas chamber and asked the state gov-
ernment to submit a time-bound plan to mend matters. In response, the AAP govern-
ment implemented the road-rationing scheme for 15 days in 2016 — from January 1 to
15 and then, from April 15 to 30. An ugly squabble between the Delhi government and the
National Green Tribunal (NGT) came in the way of its implementation after Diwali in
2017. The NGT contended that any relaxation would come in the way of improving the
city’s air quality while the government wanted exemptions for two-wheelers. The gov-
ernment had argued then that Delhi’s public transport wasn’t equipped to handle the
fallout of extending road-rationing to two-wheelers. The government has not talked
about exemptions as yet. It has nearly two months to iron out glitches and sort out poten-
tial differences that could come in the way of the smooth implementation of the plan.
More importantly, it needs to ensure that the city’s public transport system is able to meet
the needs of commuters on days when their vehicles will be off the roads.

Initself, the odd-even scheme is no magic bullet to clean up Delhi’s bad air. But the good
news is that the AAP government envisages road rationing as a part of a bouquet of pol-
lution-control measures. It has also initiated a welcome conversation on Delhi’s annual
tryst with bad air well before it engulfs the city.

PAST ITS PRIME

Doordarshan reaches retirement age, and faces competition
from the private sector in what was once its core competency

OORDARSHAN, INDIA'’S PIONEER in the TV spectrum, has turned 60. In

most of the world’s nations, this is a popular retirement age. It is generally

agreed that workers attaining this milestone should clean out their draw-

ers, accept a watch at a small farewell ceremony, gracefully get out of the way
and recede into the sunset of redundancy. The parallel with Indian television is striking.
Doordarshan began regular transmission in 1965 as a news service and in the Seventies,
it was the most powerful propaganda channel of the government. But no contemporary
government could possibly need such a service any more, now that private enterprise
has rendered it redundant.

Today, the majority would balk at the idea of starting or ending the day with Pratima
Puri or Salma Sultan calmly enumerating the signal deeds of the government of the day.
Ahorde of private channels offer the very same thing, presented with the energy of slam
poetry and the unabashedly staged quality of WWF wrestling. The national channels rep-
resent only the tip of the iceberg. State capitals also have their own government mouth-
pieces, exuberantly hammerlocking the opposition parties every day. There are so many
eager to inform this nation, permanently afflicted by attention deficit disorder, which
perpetually wants to know.

But let us not imagine that Doordarshan is completely redundant. Like Indian Airlines
was tasked to service unremunerative routes, Doordarshan brings us glad tidings from
the world of kho-kho, and news from farm and field that private channels would sniff at.
Besides, Doordarshan’s history was made memorable by hugely successful serials in mul-
tiple genres, like Buniyaad, Tamas and Karamchand. As the news of the day aspires to the
condition of fiction, perhaps the national broadcaster can take pole position again, with
productions that lay no claim to the truth, but exuberantly depict hyperreality.
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WORDLY WISE
THE REAL TEST OF ONE’S BELIEF IN HABEAS CORPUS
IS NOT WHEN ONE DEMANDS ITS APPLICATION FOR
ONE'S FRIENDS BUT ONE’S ENEMIES.— CLEMENT ATLEE

Spend to grow

Government should explore all avenues to
expand capital expenditures

., % .
C RANGARAJAN AND D K SRIVASTAVA

FROM A LEVEL of 8.1 per cent in the fourth
quarter of 2017-18, quarterly GDP growth fell
to 5 per cent in the first quarter of 2019-20, a
fall of 3.1 percentage points. The slowdown of
the Indian economy is no longer in dispute.
Thankfully, the government has come out of
denial mode. The critical question is: What
should be done to reverse the process? Is the
downturn cyclical or structural? Any down-
turn that happens because of a weakening of
demand is cyclical. On the other hand, if there
are fundamental weaknesses in the structure
of the economy, these need to be removed to
sustain high growth. Successful implementa-
tion of the structural reforms in 1991 pushed
India’s potential growth rate to a high level.
What we are witnessing in the Indian econ-
omy is a combination of the two. Several sec-
tors such as automobiles and housing are fac-
ing a sharp weakening of demand. And there
has been a significant fall in the savings and
investment rate. Within household savings,
the proportion of savings in financial assets
has sharply declined. Apart from these, a sig-
nificant growth-stifling factor is the weakness
of the banking and non-bank finance sectors
due to both cyclical and structural reasons.

The central government and the RBI have
responded with a number of policy initiatives.
The RBI has reduced the repo rate by 110 ba-
sis points since February 2019, reducing it
from 6.5 per cent to 5.4 per cent. The central
government has also undertaken a number
of steps post the 2019-20 budget which in-
clude — withdrawal of enhanced surcharge
on foreign portfolio investors, a public sector
bank consolidation plan, additional depreci-
ation rates for vehicle manufacturers, addi-
tional credit support for housing finance com-
panies and recapitalisation of public sector
banks. The slowdown appears to be continu-
ing in spite of these measures.

The saving rate has fallen from 34.6 per
centin2011-12 to 30.5 per centin 2017-18.
The investment rate, which is dependent
on the saving rate supplemented by net
capital inflows, has also fallen from 39 per
cent of GDP in 2011-12 to 32.3 per cent in
2017-18. This persistent downward trend
of the saving and investment rates has led to
a fall in India’s potential growth rate to be-
low 7 per cent. Any additional fall below the
potential growth rate may be due to cyclical
factors.

The standard response to a
recession is to enhance
government expenditure. In
the present context of a
declining investment rate
along with declining
demand, a good solution will
be to enhance government
expenditure, especially
capital expenditure. On the
scope for increased
spending, the bonanza from
the RBI will go only to meet
the shortfall in revenues.
Perhaps, a larger
disinvestment may help.

The monetary authorities have reduced
the policy rate but banks have not followed
suit due to structural problems against the
background of rising non-performing assets.
As one commentator on the central bank-
ing system said several decades ago, “The
central banking system is equipped with ef-
ficient brakes but the accelerator is uncer-
tain.” While the RBI can play a supportive
role in expanding liquidity, we must under-
stand the basic limitations. Banks must also
be careful while expanding credit.
Inappropriate lending can land them in
trouble later. Recapitalisation of public sec-
tor banks does not “infuse” fresh funds. The
mechanism adopted only enlarges their
freedom for lending. The bank consolidation
plan could have been introduced at a more
favourable time.

In the present context of a declining invest-
ment rate and declining demand, a good solu-
tion will be to enhance government expendi-
ture, especially capital expenditure. On the
scope for increased spending, the bonanza
from the RBI will go only to meet the shortfall
inrevenues. A larger disinvestment may help.

Other changes in the fiscal sector during
recent years may also have had a structural
impact. For example, GST has changed the
structure of indirect taxes, affecting the bal-
ance between goods and services, formal and
informal sectors, and central and state tax rev-
enues compared to the pre-GST period. Since
itsimplementation, the compliance cost has
risen considerably for the assesses, particu-
larly the small and medium enterprises. The
buoyancy of centre’s indirect taxes in the
post-GST period has been at low levels — 0.5
in2017-18,0.2in 2018-19 and is budgeted to
be 0.6in 2019-20.

The decline in price level in recent years
partly because of the new monetary policy
framework has affected the nominal GDP
growth rate and growth rate of tax revenues.
The implicit price deflator has fallen more
than 3 percentage points compared to the av-
erage of 2012-13 to 2013-14 and 2017-18 to
2018-19. The growth in central tax revenues
fell by 3.5 percentage points and that in the
states’ own tax revenues by 4.7 percentage
points during the same periods. These
changes have left limited space for augment-
ing capital expenditure. The Centre’s capital
expenditure is currently languishing at 1.6

per cent of GDP.

Countercyclical policy is primarily the re-
sponsibility of the Centre. Given the revenue
trends, it may not be in a position to increase
its capital expenditure relative to GDP. Other
available options include bringing on board
state governments for increasing their capital
expenditure relative to their respective gross
state domestic products (GSDPs).Second, the
Centre may invest through central public sec-
torenterprises (CPSEs) an additional one per-
centage point of GDP compared to the pres-
entlevels. Further, through the public-private
partnership (PPP) mode, the private sector
may be induced to supplement the govern-
ment’s investment in select projects. The
amended FRBM Act has a provision for in-
creasing the fiscal deficit by 0.5 per cent of GDP
under certain circumstances. The government
can make use of this provision.

The present slowdown is happening at a
time when industrialised countries are them-
selves passing through a recession. Boosting
export demand in this context becomes dif-
ficult. Our share in the world’s exports is still
small. Despite the recessionary conditionsin
the industrialised countries, it may still be
possible to pitch for a higher growth in ex-
ports. The recent announcements on boost-
ing exports is a recognition of this. Allowing
the rupee to depreciate steadily may help ex-
porters. The scope of monetary policy, as al-
ready explained, is limited. The government
should explore all avenues to expand its cap-
ital expenditures. Public investment in the
present context may crowd in private invest-
ment. Perhaps, one redeeming feature of the
current situation is that despite floods, agri-
cultural production may pick-upleadingtoa
possible pick-up in rural demand. The gov-
ernment should also address sector-specific
problems and these need not be fiscal in na-
ture. A cautious expansion in banking credit
can also help. It is also the time to look at
structural reforms in the banking sector, gov-
ernance in general and fiscal reforms relating
to direct taxes and GST.

Rangarajan is former Chairman, Prime
Minister’s Economic Advisory Council and
former Governor, Reserve Bank of India.
Srivastava s chief policy advisor EY India and
former Director, Madras School of Economics.
Views are personal

A [LEADER PAR EXCFELLENCE

For Prime Minister Narendra Modi, national interest is the only interest

PRAKASH JAVADEKAR

LEVEL 5 LEADERSHIP connotes honesty and
integrity, commitment and passion, decision
making, accountability. Crucially, such aleader
must be agood communicator. Someone who
delegates and empowers, and is an inspiring
leader. On all these counts, Prime Minister
Narendra Modi stands out.

His honesty and integrity are full and final.
For him, national interest is the only interest.
This helped him gain widespread acceptabil-
ity during his 12 years as Gujarat CM: The
poorest of the poor are convinced about his
honesty and integrity. In five years, there has
not been a single charge of corruption against
his government. His humane side also came to
the fore recently when he was seen consoling
ISRO scientists after a last-minute snag in
Chandrayaan-2. At Sriharikota, the PM deliv-
ered one of the best motivational speeches to
the scientists and engineers at ISRO.

After assuming office in 2014, Modi bowed
before the steps of Parliament. He followed
this up by bowing to the Constitution, before
declaring that his governmentis dedicated to
the welfare of the poor, SC/STs, downtrodden
and hitherto neglected. He went on to coin the
slogan “Sabka saath, sabka vikas”. And this
year. he added “sabka vishwas” to it, which
explains his intentions.

He thinks differently and acts differently.
To motivate the bureaucracy and get their full

Modi has probably been the
tirst Indian politician to
realise the potential of social
media, and has used it
effectively not only to reach
out but establish an
immediate connect with the
youth. He is a communicator
par excellence. He speaks
directly to the people, creates
abond, and gives them
confidence. People respond
to his appeals even if they
have to forego gas subsidy or
travel concessions.

cooperation, he appointed 10 groups of sec-
retaries to prepare a roadmap for the govern-
mentin 10 different sectors. Every group gave
presentations, and after due diligence, Modi
asked them to work speedily towards achiev-
ing their respective goals. The following year,
he asked them to present the progress made.

Probably, Modi is the first prime minister
who has written a book — titled Exam Warriors
— to guide and give confidence to students
about how to approach examinations and
other challenges in life. He has addressed more
than 100 million students and parents in two
successive years. In his interactions with stu-
dents, he evenreferred to PUB-G — clearly the
PM is up to date with the latest happenings.
This also helps him establish an immediate
connect with students and youngsters. Modi
has probably been the first Indian politician
torealise the potential of social media, and has
used it effectively not only to reach out but es-
tablish animmediate connect with the youth.

He is a communicator par excellence. He
speaks directly to the people, creates a bond,
and gives them confidence. People respond
to his appeals even if they have to forego gas
subsidy or travel concessions.

GST, demonetisation, the surgical strikes,
Balakot air strike, actions against corruption,
abrogation of Article 370, banning triple talaq,
are examples of his decisive leadership.

Some examples of empowerment of the
poorer sections include 10 per cent EBCreser-
vation, Ujjwala gas scheme, Pradhan Mantri
Awas, Ujala scheme for LED bulbs, Mudra, Skill
India, Ayushman Bharat, Kisan Samman, pen-
sion to unorganised sector labour, remunera-
tive prices to farmers, and 95 million toilets.

GST is a great example of his faith in co-
operative federalism. Decisions about every
word of the GST law, rules and rates were
reached unanimously.

PM Modiis creative and innovative. He un-
derstands that only research and innovation
will help India enter the bigleague. Therefore,
he started Atal Tinkering Labs in nearly 3,000
schools where robotics, 3D printing and other
advanced technologies are made available.
Students experiment with these gadgets and
come up with exciting ideas. These ideas are
mapped in olympiads organised for the pur-
pose. For engineering students, for instance,
he promoted “Smart India Hackathon”.He has
also established Atal Incubation Centres in var-
ious IITs and NITs.

Finally, he also interacts regularly with
start-ups and makes it a point to meet youth
with innovative ideas.

The writer is Union Minister for Information
and Broadcasting, and Environment, Forest
and Climate Change
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AFGHAN PREZ RESIGNS
NUR MOHAMMAD TARAKI of Afghanistan
resigned as president and party leader in
Afghanistan, the state-owned Radio Kabul
announced. He has been replaced by
Hafeezullah Amin, prime minister and first
minister of Afghanistan, who is considered
a more hard-line communist than Taraki —
his government had been preoccupied with
combating a spreading Muslim rebellion.
Taraki came to power in April, 1978, follow-
ing a bloody coup which toppled the govern-
ment of Mohammed Daoud. Taraki, a schol-
arly poet-politician, was considered a less
ardent communist than many members of
the pro-Soviet Khalq (people’s) Party.

FUTURE RSS GovT

RSS CHIEF BALASAHEB Deoras said the RSS
will gain the popularity needed for forming
the government in the country in the next 10
years. “Nobody can have any grudge in case of
such an eventuality in the democratic set-up,”
he told a closed-door question-answer meet-
ing attended by about 100 persons in Bhopal.
He said the “present tirade” against the RSS
was because of its gaining popularity since
the Emergency. He said “dual membership”
was a non-issue, and that political parties
should not bother with what their members
dobesides politics. Deoras described the for-
mer external affairs minister, Atal Bihari
Vajpayee’s recent observations on the RSS, as

“embarrassing”. He said RSS member could
not be barred from becoming MPs and MLASs,
as desired by Vajpayee.

AKALI DAL SPLIT

AKALI DAL PRESIDENT, Jagdev Singh
Talwandi, has suspended the revenue minis-
ter, Jiwan Singh Umranangal, and three MLAs
— Parkash Singh Majithia, Hari Singh Zira,
Kartar Singh Vaid — and Gurbachan Singh
from for anti-party activities. Talwandi said a
meeting of the Dal Working Committee was
being called on September 18 to endorse the
decision. The actionis a sequel to the call given
by the pro-Badal delegates for a parallel del-
egate session on October 10.
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The reality check

The change in Jammu and Kashmir’s status will make little difference vis-a-vis Pakistan, situation on the
groundinthe Valley. It cannot but feed into the already prevailing sense of alienation

HARAT SABHARWAL

A COST-BENEFIT ANALYSIS for the country
of the recent, electorally-rich move of the
government on Jammu and Kashmir must
await its outcome in the Valley. However,
what the move has not done is clear.

The reaction to it — a sense of satisfac-
tion in India minus the Kashmir Valley (“rest
of India”), consternation in the Valley and
contrived outrage in Pakistan —is rooted in
emotions or expediency.

The satisfaction in the rest of India stems
fromyears of frustration at the failure of our
efforts to establish durable peace in Kashmir
and the widely-held perception that its spe-
cial status was a mistake. We can discuss the
history of the issue till the cows come home,
but what matters is its future. Three princi-
pal arguments have figured in our national
discourse: It has altered the terms of our en-
gagement with Pakistan (no need to discuss
Kashmir as it is firmly integrated with India
or we will now discuss only the return of
PoK), better central control over a sensitive
region and ushering in an era of peace and
development in J&K, whose progress was
hampered by its special status.

Now the reality.

Pakistan’s questioning of J&K’s accession
toIndia did not originate from its special sta-
tus and will outlast its withdrawal. We took
theissue of Pakistan aggression in J&K to the
UN (hindsight tells us that this was a mis-
step), but the great power politics of the day
turned it into one of the future of the terri-
tory. In the Simla Agreement, we jettisoned
the UN's role, but agreed to hold bilateral ne-
gotiations for “a final settlement of Jammu
and Kashmir”. We have not renounced this
agreement. Since the late Eighties, when
widespread terror and violence broke out in
Kashmir, we have talked to Pakistan on this
issue essentially for one or more of the fol-
lowing reasons: International pressure, to
manage the relationship and reduce violence
and the expectation that Pakistan could be
moved in a positive direction through dia-
logue. With our increased clout, the role of
international pressure has diminished con-
siderably. J&K’s special status figured
nowhere in these considerations.

As for discussing only the return of PoK,
this has been our national position all along,
reiterated in every round of dialogue with
Pakistan — the finality of J&K’s accession, the
only issue for discussion being the vacation of
its parts under Pakistan’s illegal occupation.
The reported discussions for formalising the
existing territorial status quo, such as at the
time of signing of Simla Agreement, have
been without prejudice to the above. The
possibility that our government’s move was
aimed at forcing Pakistan’s hand to settle for
the existing territorial status quo has been
negated by the chorus for the recovery of PoK
being our next step. Never mind that Pakistan
will not give it up voluntarily and its recov-
ery militarily will pit us against China, be-
sides Pakistan, because of its deep interestin
the so-called Gilgit-Baltistan, with its entry
to the CPEC.

Itis true that the central government will
have direct control over law and order in the
Union Territory of J&K. However, the gain will
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be marginal as J&K’s statehood and special
status were never serious impediments to
operations by security forces against inter-
nal turmoil or their deployment for the de-
fence of our external boundaries. Moreover,
the instrumentality of Governor’s/President’s
rule was available, when necessary. Arguably,
a key asset in a sensitive region is the loyalty
of the local populace.

The scrapping of the considerably eroded
special status will not make much difference
to the life of people in the Valley. However,
the abrupt move, together with the break-
up and downgrading of the state, cannot but
feed into the already prevailing sense of
alienation and religious radicalisation, which
Pakistan has been exploiting. The underly-
ing assumption that deprived of the hope of
any negotiations on the status of J&K, peo-
ple would buy into the development agenda
and emotionally integrate themselves with
India is a leap of faith. Peace, a prerequisite
for the settlement of citizens from the rest
of India in J&K and investment by them, faces
serious challenges in the Valley and any tur-
moil there will not leave the Jammu region
untouched. Influencing public opinion re-
quires a massive effort to engage with the
people, which has been missing in the last
few years. We need agents of change with
mass following to carry our message. With
the mainstream parties marginalised and
actively discredited by the government, who
is to play that role? Any opportunists coming
forward may prove to be just that. The im-
pact — positive or negative — of the recent
move on the situation in the Valley will not
be known until well after the lifting of the
ongoing restrictions.
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Pakistan does not care for
Kashmiris and for along
time has had no hope of
making any territorial gains
against us. However, its
security establishment finds
Kashmir expedient to
sustain the India bogey for
its institutional interest of
keeping a stranglehold on the
country’s polity and has been
using terrorism to keep the
Valley on the boil. These
considerations underlying
Pakistan’s posture had
nothing to do with J&8K’s
special status and will not
disappear with its
withdrawal.
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CR Sasikumar

Pakistan does not care for the Kashmiris
and for a long time has had no hope of mak-
ing any territorial gains against us. However,
its security establishment finds Kashmir
expedient to sustain the India bogey for its
institutional interest of keeping a strangle-
hold on the country’s polity and has been
using terrorism to keep the Valley on the
boil. These considerations underlying
Pakistan’s posture had nothing to do with
J&K’s special status and will not disappear
with its withdrawal. Pakistan has oppor-
tunistically sought to exploit the Indian
move to bring international focus on
Kashmir. It is evident from the reported
presence of terrorists at launchpads across
the LoC and the NSA’s linking of withdrawal
of restrictions in the Valley to Pakistan’s be-
haviour that the recent government move
has made no difference to the Pakistan di-
mension of our Kashmir problem.
Addressing it requires a different set of
measures, discussed at length from time to
time, most recently post-Balakot.

The die having been cast, the best we can
do is to devote our energies to building not
only immediate but durable peace in the
Valley, despite heavy odds. This requires en-
gagement with the people and not shock
therapies. Otherwise, the recent initiative
would risk being remembered for having
caused considerable disruption on the
ground and placed Kashmir in the interna-
tional limelight without serving the national
interest, with the possible exception of lim-
ited dividends in Ladakh.

The writer is a former diplomat.
Views are personal

Breaker of the mould

The irrepressible life of Ram Jethmalani, who bent convention at every stage

MANECK DAVAR

ON RAM JETHMALANI'S departure to God’s
lounge, memories, dating four decades, crowd
the mind. The early, heady days in the after-
math of the Emergency, an election fought
hard resulting in victory; the failed Janata Party
experiment, one more election won after the
rebirth of the erstwhile Jana Sangh as the BJP;
the loss to Sunil Dutt in the elections after
Indira Gandhi’s assassination, the only time |
witnessed him alone and dejected; and, his
son Mahesh’s and my foray into legal journal-
ism. And so the years passed by, with one bat-
tle after another. He was enriched by myriad
experiences, political and legal, till his last few
months when helost the will to live. Foraman
who conquered life and triumphed over its
every aspect, it was tragic to witness him in
the winter of his life.

Ram Jethmalani defied and abhorred com-
partmentalisation. He wasn’t just an eminent
counsel practising at all levels of the Indian ju-
diciary, from the magistrate’s court to the
Supreme Court, he was also an advocate of
public causes and a politician of eminence. He
wasn'tjust the country’s best criminal lawyer,
one youwould trust with your life as so many
of his clients undoubtedly did, but also a mas-
ter of constitutional, civil and commercial law.
His mastery over the Evidence Act was at par,
if not better, than with the best in the world
of international law practice. He was pos-
sessed of a gargantuan intellect, an elephan-
tine memory, with the innate ability to seize
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the moment in court. In that, he stood out
amongst his distinguished contemporaries.

Iwas fortunate to witness a live example
of his intellectual capacity. The Bombay High
Court was seized of acomplex company law
matter. Ram had arrived in Delhi on Tuesday
morning from Detroit and was on his legs in
the Supreme Court for most of the day. In the
evening, he was persuaded to appear the
next morning in Mumbai. At 11 am, he strode
into court and produced a masterly perform-
ance over the next three hours without re-
course to a single piece of paper, resulting in
a positive verdict.

He was, however, no pure practitioneer of
the law. To him, his proficiency inlaw and his
reputation were stepping stones to a greater
calling, that of working for the larger public
good defined by his beliefs in the freedom of
the individual and institutions, probity in
publiclife and an unending battle against cor-
ruption in high places. His 10 questions to the
then Prime Minister Rajiv Gandhi in this
newspaper were legendary. The late prime
minister compared him to abarkingdogand
his riposte was that he was a bulldog defend-
ing democratic processes, hence the ques-
tions day after day.

His political inclinations, of course, veered
to the right. But he was steeped in the finest
secular traditions, immersed in the Guru
Granth Sahib and Sikhism, which he believed
was his creed, as well as Urdu literature, a fine

synthesis of all cultures.

What also epitomised Jethmalani was his
fierce courage and scant regard for his per-
sonal safety. His finest and defining moment
may be his opposition to Indira Gandhi dur-
ing the Emergency, appearing for political
detenues and arguing for civil liberties, in the
case of ADM Jabalpur vs SS Shukla, wherein
the court held that Article 21 could be sus-
pended during an Emergency threatening
the very concept of Right to Life. The irre-
pressible Jethmalani had earlier addressed
the local bar at Palakkad in Kerala, tearing
into Mrs Gandhi and her dictatorial politics,
and an arrest warrant was issued against
him. He sought refuge in the US, attacking
Mrs Gandhi’s oppressive policies from for-
eign soil. It is now a matter of history that the
Emergency was lifted and Jethmalani re-
turned to contest and win the elections
against H R Gokhale, the law minister, who
was one of the architects of the Emergency.

But the greater test of his indomitable
courage and one which was fraught with
grave personal danger was his defence of the
conspirators in Indira Gandhi’s assassination,
Kehar Singh and Balbir Singh. So tenaciously
did he persevere through a tortuous legal
process, that he managed the acquittal of
Balbir Singh, with Kehar Singh not being so
fortunate. Passions were high, he had to re-
sign from the BJP, but so strong was his belief
that every accused required the benefit of a

strong defence, that he sacrificed his fees and
time for a cause he believed in. His espousal
of the cause did not stop here. He firmly be-
lieved that the moderate Harcharan Singh
Longowal held the key to a peaceful solution
to the Punjab crisis and was instrumental in
facilitating the Longowal-Rajiv Gandhi accord.

Jethmalani also defended IPS officer
Simaranjit Singh Mann. Miffed at Mann'’s re-
calcitrance to follow the path laid down by
him, Jethmalani called a press conference in
his Harishchandra Mathur lane abode in Delhi,
and denounced Mann as a lunatic, an act be-
yond intrepid in those times.

Jethmalani also possessed an extreme
generosity of spirit, also of the intoxicating
kind. He had tried to impress upon Morarji
Desai the efficacy of his libations — each failed
to convert the other. Jethmalani’s home,
hearth, bar and table were always open to his
friends. Often, vehement disagreements
would dissolve in the evening over adrink. He
harboured no deep resentment against any-
body. Towards the end, there was a rapproche-
ment with even Arun Jaitley, due to the me-
diation of his son Mahesh. They buried their
past differences, and ensured that in the twi-
light of their lives there were no regrets.

God made Jethmalani, then broke
the mould.

The writer is chairman and managing
director of Spenta Multimedia Pvt Ltd
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WHAT THE OTHERS SAY

“Despite India’s mantra that ‘all is well’ in... (Kashmir) the realisation is slowly
growing that India’s military enforcers have unleashed a reign of terror.”

—DAWN

Myth of
religious solidarity

Reactions of several Muslim countries to India’s
decision on Kashmir shows that political and
economic interest bind nations — not ideologies

RENIN f\/IZNDALA
BY C RAJA MOHAN

AS PAKISTAN STRUGGLES to mobilise the in-
ternational community against India’s de-
cision last month to change the status of
Jammu and Kashmir, its chattering classes
are deeply disappointed at the lack of sup-
port from the world’s Muslim nations. There
has been special criticism of the United Arab
Emirates and the Kingdom of Saudi Arabia,
long seen as Pakistan’s staunchest support-
ers in the Muslim world, for not coming out
to criticise India’s move.

The public debate in Pakistan did not take
long to accept, if grudgingly, that the grow-
ing economic stakes in India for the UAE and
KSA have trumped Pakistan’s calls for reli-
gious solidarity on the Kashmir question.
Pakistani analysts also compare the differ-
ing perspectives in the Gulf about Delhiand
Islamabad. The UAE and KSA see Delhi as a
valuable business partner and Islamabad as
asupplicant seeking financial favours when-
ever Pakistan faces an economic crisis.

Pakistan’s own national experience
negates the proposition that the world’s
Muslims constitute a coherent political com-
munity. Religion is not nearly enough to bind
the people of the same country let alone
unite nations.

Although set up as the homeland for
South Asian Muslims in 1947, Pakistan lost
its eastern wing within 25 years. In the cre-
ation of Bangladesh at the end of 1971, the
strength of linguistic identity prevailed over
the presumed weight of religious affinity. The
current political unrest among the Baloch,
Pashtun and the Mohajir communities tran-
scends the shared Islamic identity in Pakistan.
Sodoes Pakistan’s oppression of the Muslim
minorities like the Shia and the Ahmadi.

China provides an example — twice over
— of the limited importance of religion in
shaping partnerships between nations. Itis
communist China — and not the Muslim
world — that has extended unstinting sup-
port for Pakistan on Kashmir in the last few
weeks. The reasons for it are easy to see.
China has a shared interest with Pakistan in
balancing India. And Beijing is a party to the
disputes in Kashmir.

Islamabad’s own willingness to put na-
tional interests above Islamic solidarity is
seeninitsresponse to Beijing’sill-treatment
of Uighur Muslims in China’s far Western
province of Xinjiang. Pakistan’s prime min-
ister Imran Khan who has been roaring like
alion onIndia’s oppression of Kashmir turns
amouse when he is asked about China’s re-
pression of Muslims.

If the appeal to religious solidarity has
only limited value, why does Pakistan persist
with it? For a nation that broke away from
India in the name of Islam, the emphasis on
religious solidarity is at once a tool of legiti-
macy and a political mission. After Partition,
Pakistan embarked on a massive campaign

LETTERS TO THE EDITOR

to promote Islamic solidarity with the
Middle East. Bemused by Pakistan’s zeal for
Islam, King Farouk of Egypt reportedly re-
marked in jest that he “did not know Islam
was born on August 14, 1947”.

All nations have their founding myths
and can't let reality come in the way of for-
mal adherence to them. India, of course, is
not a stranger to this. If Pakistan abides with
the myth of Islamic unity, India has its own
— for example, the idea that solidarity with
the “global South” against the “hegemonic
West” is a fundamental principle of its for-
eign policy.

It was just a decade and a half ago, dur-
ing 2005-08, that India came quite close to
abandoning its own nuclear interests for the
presumed obligation to defend Iran’s con-
troversial atomic programme. As the US de-
bate on the historic civil nuclear initiative got
entangled with Washington’s pressures
against Tehran, there was a strong demand
in Delhi that India stand up for Iran in the
name of non-aligned solidarity. The
Manmohan Singh government managed,
barely, to resist this temptation. Delhi’s deci-
sion then was vindicated by Iran’s move
soon after to accept a nuclear compromise
with America onrather harsh termsin 2015.

Pakistanis not alone in viewing the Gulf
through the Islamic prism. India did much
the same. For far too long, Delhi had over-
determined the Islamic factor in assessing
the foreign policies of the UAE and Saudi
Arabia and branded them as “pro-Pakistan”.
No Indian Prime Minister visited Saudi
Arabia between 1982 and 2010 and the UAE
between 1981 and 2015. When India initi-
ated interest-based engagement with these
countries, there was a rapid improvement
in bilateral relations.

In the 20th century, many transcenden-
tal ideologies such as communist interna-
tionalism, pan-Asianism, pan-Arabism, pan-
Islamism, and Third Worldism swept the
world. But none of these could be sustained
in a world that continues to be organised
around the nation-state. The Comintern,
Arab League, Organisation of Islamic
Cooperation and the Non-Aligned
Movement have all turned out to be dys-
functional. National interest tends to tri-
umph, almost all the time, over proclaimed
loyalty to a collective identity.

To be sure, nations will continue to in-
voke larger identities when it suits their par-
ticular interests. Chinese leader Xi Jinping
has talked about “Asia for Asians”.Itisanice
way of asking America to get out of Asia. But
many Asian nations are afraid of a rising
China and would rather have America stay as
a balancing power. Recep Tayyip Erdogan
sees himself as not just the leader of Turkey
but the entire Muslim world. Few in the re-
gion are eager to cede that mantle to
Erdogan.

Although Pakistan’s Islamic internation-
alism is a wasting asset, Islamabad will find
it hard to stop playing the card. Someday in
the future though, Pakistan might yet recog-
nise reconciliation with India will release its
energies for a larger role in the Middle East,
the Muslim world and beyond.

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

BOOST EXPORTS

THIS REFERS TO the editorial, ‘No half
measures’ (IE, September 16). It is es-
sential that the government doesn’t tax
exports. That would improve exports,
revive the economy and encourage in-
vestment. The government will also
need to initate the improvement of in-
frastructure facilities. It should carefully
study the experience of European coun-
tries with the economic crisis.

Sanjay Chawla, Amritsar

SPARE THE WOMAN

THIS REFERS TO the article, ‘Births of a
nation’ (IE, September 16). The author
is right in pointing out that women
have to largely bear the burden of the
shame in the narrative of non-partici-
pation in socio-economic activities.
However, it should be noted that child-
bearing, especially in India, is not the
choice of the woman. The prime minis-
ter’s call should not be seen in the con-
text of some hypothetical nation-build-
ing project but used as an opportunity
to grant women agency.

Animesh Mohan, Balia

MAKE ROADS SAFE

THIS REFERS TO the editorial, ‘Let’s talk
safety’ (IE, September 13). The hefty
penalties under the Motor Vehicles Act
can deter rash driving but the govern-
ment must set up safe and adequate
parking spaces in crowded places. Fines
could increase the corruption in the

LETTER OF THE
WEEK AWARD

To encourage quality reader
intervention, The Indian
Express offers the Letter of
the Week award. The letter
adjudged the best for the
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Noida-UP 201301.
Letter writers should
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traffic police department and people
might hesitate to drive their own vehi-
cles. To avoid such a possibility, many
states have decided either not to imple-
ment the Act or implement it partially.
The government must improve the
quality of roads and repair flyovers to
reduce traffic congestion. Road safety
campaigns must be conducted regu-
larly. The government must motivate
the people to observe the traffic rules.
Sauro Dasgupta, Kolkata
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