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A counterproductiveidea

In retrospect, the government's move to get more RBI funds for itself

has paid it no dividend
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hat the central board of the

s ’g ; Reserve Bank of India (RBI)

decided last Monday, based

on the recommendations of the Bimal

Jalan committee, was disappointing

for those in the finance ministry, who

had hoped to secure for the exchequer

alittle more extra money from the cen-
tral bank’s reserves.

But what has not been appreciated
so far is that a bigger disappointment
awaits the government when it gets
ready to present the next Budget, just
five months later in February 2020.
Along with that will arise a politically
embarrassing question on the Modi

government’s governance style. If so
little was secured by way of extra capi-
tal from the RBI after months of delib-
erations, growing doubts on the gov-
ernment’s commitment to provide
autonomy for the central bank and the
souring of relations with an RBI gover-
nor, who eventually quit, was the entire
exercise counterproductive?

The Jalan committee was set up in
December 2018 to suggest a formula
for determining the prudent level of
reserves that the RBI must keep with
itself as part of its economic capital
framework. The government had
hoped that the new formula would
pave the way for the RBI board to trans-
fer more money to the central exche-
quer to help finance its expenditure
programme, which was starved of ade-
quate resources.

But the recommendations of the
Jalan committee did not give much
leeway to the government for taking
advantage of the RBI reserves. It’s true
that the total transfer from the RBI to
the Centre is estimated at T1.76 trillion
in the current year. Of this, ¥1.23 trillion
arose out of the RBI’s net income,
thanks largely to the %3 trillion of open
market operations it conducted during

the July-June period of 2018-19.

The remaining 53,000 crore was
transferred following the adoption of
the new formula to keep the RBI’s con-
tingency reserve at 5.5 per cent of its
balance sheet, which was the lower end
of the recommended formula. The
Jalan committee had recommended a
range of 5.5 to 6.5 per cent of the bal-
ance sheet for deciding on the contin-
gency reserve level. Before enforcing
the 5.5 per cent formula, the RBI’s con-
tingency reserve was about 6.8 per cent
of its balance sheet.

The government’s additional
financial bonanza, thus, was only
¥58,000 crore. That is because the gov-
ernment had already taken credit for
%28,000 crore of surplus by way of
interim dividend from the RBI in its
Budget for 2018-19. An estimated
%90,000 crore had already been pro-
vided for in its 2019-20 Budget as div-
idend from the RBI.

So, the actual extra money with the
government after this elaborate, and
controversial, exercise is only about 0.3
per cent of gross domestic product
(GDP). This is neither adequate for
meeting the demands for higher
expenditure, nor even the revenue

shortfall that is being feared.

Worse, the expected income from
the RBI during 2020-21 may be signif-
icantly less than what was transferred
in 2019-20. There will be no scope for
any further gain from the contingen-
cy reserve of the RBI, since the lowest
level of the suggested benchmark has
already been reached. Indeed, with
the RBI balance sheet expected to
grow by 7 to 10 per cent next yeatr,
there would be need to transfer from
its income more money to the contin-
gency reserve to keep it at 5.5 per cent
of the balance sheet. The currency
and gold revaluation reserves, esti-
mated at 6.6 trillion, cannot be
touched either as the Jalan commit-
tee has categorically stated that this
money cannot be redistributed to
either maintain other funds or meet
dividend requirements. A significant
fall in the government’s income from
the RBI next year will exert more pres-
sure on its finances.

The question that is likely to arise
then is whether the government
imprudently wasted so much of its
goodwill and even political capital to
secure higher transfer from the central
bank’s reserves. Its demand for more
capital transfer from the RBI was first
raised in the Economic Survey, pre-
sented by the government in February
2016. The argument for transferring
RBI’s “excess” capital to the govern-
ment to help it recapitalise banks and
extinguish government debt was raised
again in the Economic Survey present-

Jalanomics: No rain, just a drizzle

Even that's enough for the parched earth of government finance

BANKER'S TRUST

TAMAL BANDYOPADHYAY

he Reserve Bank of India (RBI)

I modelled its official emblem on

the double mohur of the East

India Company. The lion under a palm

tree on the logo later gave way to a tiger
to represent India better.

Last week, after the Indian central
bank announced transferring %1.76 tril-
lion to the government (of this,
%28,000 crore was given as interim div-
idend in March 2019), a meme was
doing the rounds in social media, tak-
ing the flesh out of the large feline of
forests, making it a skeleton. The
record money transfer includes %1.23
trillion surplus of the year (RBI follows
July-June financial year) and another
%52,637 crore one-time transfer, in
accordance with the recommenda-
tions of the six-member panel, headed
by former RBI governor Bimal Jalan,
set up in December 2018 to look into
the so-called economic capital of the

Indian central bank.

There have been many reports on
how the central bank has been raided,
looted, and even turned into an LIC
for the government. (Life Insurance
Corporation of India or LIC typically
comes to the rescue of troubled finan-
cial institutions; the latest example
being IDBI Bank Ltd).

The noise started building up even
before the panel was formed when a
finance ministry bureaucrat wanted
as much as 3.6 trillion from the RBI.
As member of the committee, he had
raised his voice of dissent but had to
leave the panel because of a reshuffle
in the bureaucracy after the Union
Budget. In search of consensus, the
panel missed the deadline for submit-
ting the report. The contentious sub-
ject also scalped a governor and led to
an early exit of a deputy governor.

Has the panel played the role of a
government agent and milked the cen-
tral bank’s balance sheet dry to help
government spend and bring down the
fiscal deficit?

For the fiscal year ending July 2019,
the RBI’s assets are to the tune of 41
trillion. Of this, investments in domes-
tic securities are 9.9 trilion and for-
eign currency and gold %29.5 trillion.
The income from domestic sources
rose from I509 billion to ¥1.18 trillion
because of the increase in interest
income. Following a change in the
accounting norms, the income from
foreign currency assets too rose. The

combination led to higher transfer of
money to the government.

That’s an annual ritual. Most media
reports had speculated on a transfer
of extra money in a staggered way over
the next few years. In reality, there is a
one-time transfer of 352,637 crore to
the government’s coffers. How has this
been generated?

Unlike a commercial bank, a cen-
tral bank does not need to adhere to a
capital adequacy ratio. The so-called
economic capital (or reserves) of the
Indian central bank has four compo-
nents — the paid-up capital (X5 crore
since its inception); asset development
fund (%228.75 billion), used for invest-
ing in various subsidiaries of the RBI;
contingency fund (close to 22 trillion),
equivalent to investment fluctuation
reserves of commercial banks for tak-
ing care of any notional losses of its
assets; and the revaluation reserves
(7.3 trillion).

The revaluation reserves, roughly
79 per cent of the total economic cap-
ital of the RBI is something intangible
which can’t be felt and touched. The
foreign exchange assets are marked to
market every week to show their cur-
rent market value as opposed to the
cost at which they were bought while
gold assets are marked to market every
month. The gains (or losses) create the
revaluation reserves.

There were apprehensions that the
Jalan panel will swoop down on the
revaluation reserves. It has not done

that. In fact, it has recommended a
one-way transfer — if the value goes
down, it needs to be replenished but
gains cannot be booked. It has also
fixed a band for the contingency
reserve — 5.5-6.5 per cent. The RBI
board has decided to keep it at 5.5 per
cent. This is lower than 6.8 per cent,
the last year’s level, but definitely not
something that amounts to looting of
the RBIL.

Till now, every year the RBI has
been transferring part of its surpluses
to the contingency reserves.
Following a 1997 panel’s recommen-
dation, it was 12 per cent; another
panel in 2004 recommended a higher
flow at 18 per cent but that was not
accepted. Finally, in 2013, yet another
panel, headed by noted chartered
accountant and long-time director on
the RBI board YH Malegam recom-
mended transfer of an “adequate
amount of its profit” to the contin-
gency reserves, without specifying it
in percentage term. The Jalan panel
has shifted the focus from a percent-
age of profits to assets, and rightly so.

It has also recommended a 20-24.5
per cent band for the size of the eco-
nomic capital; the board has kept it at
23.3 per cent this time. This is lower
than the level of last year, around 27
per cent.

Besides not touching the revalua-
tion reserves, the panel has put in
place a framework and asked for peri-
odic evaluation of this every five years.
This means at least for the next five
years the quantum of money that will
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ed a year later in February 2017. This
issue was raised again by finance min-
istry bureaucrats in the subsequent
year, even as the then RBI Governor
Urjit Patel made his reservations about
such a move known to the government.

Finally, a government advice to the
RBI in October 2018, under Section 7
of the RBI Act, seeking consultations
on its economic capital framework led
to the formation of the Jalan commit-
tee. The RBI board decided to form this
committee at its November 19, 2018,
meeting. Urjit Patel resigned on
December 11. The Jalan committee’s
deliberations were stormy on occa-
sions, with the government represen-
tative on it once refusing to sign the
report to show his disagreement with
its recommendations. Once the gov-
ernment nominee was changed fol-
lowing his transfer to a different min-
istry, the committee quickly
completed its report and submitted
that to the RBI, whose board adopted
it on August 26.

But the end result could not have
been very satisfying for the govern-
ment. The entire exercise over deciding
afresh the economic capital framework
for the RBI and the resignation of Patel
worsened the already fraught relation-
ship between the country’s central
bank and the government. And now
the disappointment will be more since
all those moves have not even helped
it achieve its primary goal of substan-
tially increasing the funds transfer
from the RBI to the central exchequer.

go the government’s coffers won’t
depend on the whims and fancy of any
bureaucrat or minister. It has also
expressed reservations about the RBI
giving interim dividend to the govern-
ment and is in favour of shifting its
financial year from July-June to April-
March, in sync with the government’s
accounting year.

This is Jalanomics at its best. It has
not poured; or, even rained for the gov-
ernment. It just drizzled but even
that’s good for a perched earth of gov-
ernment finance.

POSTSCRIPT

A caveat: Can part of the revaluation
reserves be transferred to the profit and
loss account by actual transactions?
The change in the methodology of cal-
culating income from foreign exchange
reserves — weighted average cost of
reserves — will entail profit-booking
on every sale of foreign exchange. In
some sense, this is akin to a transfer
out of the revaluation reserves to
income. I am told this had been rec-
ommended earlier by the Malegam
panel and the Jalan panel merely
endorsed it. The paradox is that if the
rupee weakens during any year, the
RBI will end up booking profits while
selling dollars to defend the currency.

The writer, a consulting editor with
Business Standard, is an author and senior
adviser to Jana Small Finance Bank Ltd.
His latest book, “HDFC Bank 2.0: From
Dawn to Digital” has been released recently
Twitter handle: TamalBandyo
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A constitutional legerdemain?

The government might have transgressed the letter and spirit of
the Constitution with its decision regarding Article 370 and the
division of J&K along with its demotion to Union Territory status

KARAN THAPAR

ow that the Supreme Court has
N referred the government’s deci-
sion regarding Article 370 and
the division of Jammu and Kashmir
along with its demotion to Union
Territory status to a five-judge
Constitution Bench, which will start its
hearings in October, a sharp light will
be focussed on the constitutionality of
these measures. In a comprehensive
and very insightful interview for The
Wire, Prof. Faizan Mustafa, vice-chan-
cellor of the Nalsar University of Law,
has presented a convincing case for
arguing the government has indulged
in constitutional legerdemain. It’s
worth examining his reasoning closely.
First, Article 370. It hasn’t been abro-
gated. Although that verb is widely
used, it only reflects ignorance of what
the government has actually done.
Instead, the provisions of Article 370
have been used to de-operationalise the
article. This was, essentially, a three-
stage process involving two separate re-
interpretations of the constitution.
First, Clause 1 (d) of Article 370
empowers the President to apply “other
provisions” of the Constitution to
Jammu and Kashmir with the “excep-

tions and modifications” he may speci-
fy. This was used to add a clause to
Article 367, which basically defines the
terminology used in the Constitution.
As a result, the phrase Constituent
Assembly of Jammu and Kashmir was
re-interpreted to mean the Legislative
Assembly of the state. Then, this re-
interpretation was applied back to
Article 370. Consequently, it changed
the meaning of Clause 3, which origi-
nally only permitted the de-operational-
isation of the Article on the recommen-
dation of the Constituent Assembly.
Now that was possible on the recom-
mendation of the state legislature.
Having thus altered the meaning of
Article 370, the government took a third
critical step. It used the fact that under
President’s rule the powers of a state leg-
islature are transferred to Parliament to
further argue that the required recom-
mendation of the Jammu and Kashmir
legislature can now be exercised by
Parliament. So, Parliament on behalf of
the State Legislature, recommended

that Article 370 be de-operationalised
and the government accepted it.

Now, in his interview, Prof. Mustafa
not only explains in detail the intricate
details of this constitutional trickery but
points out why the Supreme Court could
strike it down. First, Clause 1 (d) of
Article 370 applies to “other provisions”
of the Constitution. Can it therefore be
legitimately used to modify Article 370
itself? Second, Kesavananda Bharati in
1973 imposed a statute of limitations on
Parliament’s capacity to amend the
Constitution. Surely, there are similar
implied limits to what Article 370 can
do to amend and modify the
Constitution? If the first question sug-
gests the government has breached the
letter of the Constitution, the second
accuses it of transgressing its spirit.

Let’s now come to the way the gov-
ernment has divided the state and
demoted it to Union Territory status.
Article 3 of the Constitution gives the
government the power to do this pro-
vided the Bill for this purpose has first

been referred by the President “to the
legislature of that state for expressing
its views thereon”. The government
claims that because under President’s
rule, the powers of the Jammu and
Kashmir Assembly have been trans-
ferred to Parliament, this requirement
was fulfilled on the Assembly’s behalf
by Parliament. This is the precise point
Prof. Mustafa questions.

He accepts that the powers of an
Assembly can be transferred to
Parliament but asks if the expression of
its views can be similarly transferred?
He believes not. He insists there is a dis-
tinct difference between powers and
the expression of an opinion. The latter
can only be voiced by the Assembly,
which is the institution that represents
the people of the state.

So, if the way Article 370 has been de-
operationalised was, arguably, the first
sleight of hand, the manner in which the
state has been divided and demoted is,
possibly, the second. Both these issues
will be examined by the Supreme Court’s
Constitution Bench and many believe
that this will be as fundamental a test of
its integrity and commitment to the
Constitution as the ADM Jabalpur case
of the Emergency years.

Let me mention one other point
made by Prof. Mustafa. Since Article 370
has only been de-operationalised —
and not abrogated — it remains a part
of the Constitution. This means a future
government, if it has the majority and
the will, can reverse what this govern-
ment has done. Whilst maintaining this
is a theoretical possibility, Prof. Mustafa
believes it’s unlikely any future govern-
ment will thus act. But now the possi-
bility of undoing what the government
has done will first be exercised by the
Supreme Court. We don’t know what
conclusion it will come to but it’s possi-
ble it might agree with Prof. Mustafa’s
reasoning and declare the government’s
action unconstitutional.

(If you want to hear Prof. Mustafa’s
arguments in full go to
https://thewire.in/video/watch-sc-can-
void-move-since-by-passing-assembly-
was-not-in-spirit-of-constitution.)
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Tharoor-bashing continues

{ P

Congress Member
of Parliament
from Thiruvanant-
hapuram Shashi
Tharoor (pictured)
continues to face
flak from his party
colleagues for his
alleged "Modi
praise". Days after
the Kerala
Pradesh Congress Committee directed
party leaders to refrain from making
public statements after a controversy
broke out over Tharoor's statement that
Prime Minister Narendra Modi should
be praised for doing the "right things",
K Muraleedharan, Kerala politician and
son of the late Congress leader K
Karunakaran, made a veiled attack on
the three-time MP. It was not "0xford
English" but the "anti-Modi" stand
that had helped the party-led front win
the Thiruvananthapuram seat, he said.
Continuing his tirade, he said, Congress
leader and former MP, the late A
Charles, who did not know "0xford
English", had won the same Lok Sabha
seat three times. Muraleedharan had
earlier said those who wanted to
praise Modi should join the Bharatiya
Janata Party.

Package deal

Is former Kolkata mayor Sovan
Chatterjee already thinking of quitting
the Bharatiya Janata Party (BJP)? Seems
like it, if one were to go by what his
close associate Baishakhi Banerjee had
been telling journalists in Kolkata. At a
gathering over the weekend, she
claimed that Chatterjee was being
"regularly humiliated and insulted
without any reason" by his new party.
She added that Chatterjee had taken a
sabbatical from active politics and had
agreed to join the BJP on her insistence.
"We have expressed our desire to leave
the party," she said. "If needed, we
would send our resignation to the party
leadership." Reacting to her
allegations, West Bengal BJP president
Dilip Ghosh said he would most
definitely look into the matter.

Say cheese!

If things go according to plan, Madhya
Pradesh will soon become the first state
in the country to put togethera
happinessindex. Madhya Pradesh
Institute of Happiness CEO Akhilesh Argal
said his institute was giving the final
touches to the questionnaire for the
upcoming government survey to
measure happiness. The survey will be
launched in November and is expected
to be completed by the end of the
financial year. IIT-Kharagpur's Rekhi
Centre of Excellence for the Science of
Happiness is the state's knowledge
partner for the project. About 15,000
people from various villages, towns and
cities in the state are expected to be
contacted and their views on a wide
range of topics — such as lifestyle,
income, education, health, safety, inter-
personal relationships, attachment to
environment, etc — would be taken into
account to put together the index.

This refers to "Consumer demand grows
3.14%, lowest in 17 quarters" (August 30).
In this context, the projected growth in
consumer demand of private final con-
sumption expenditure (PFCE) of 3.14 per
cent is more due to demand for fast mov-
ing consumer goods (FMCG) — basically
essentials — than due to developmental
growth. The index of industrial produc-
tion (IIP) showing a meagre percentage
of increase substantiates this. Job losses
and inflation are the basic causes of a
fall in demand. However, raising conjec-
tures on the actual percentage of growth
is only self-deceit and cannot offer
meaningful solutions.

Further, as rightly pointed out, con-
sumer sentiment governs market
demand for commodities. In the pre-
vailing scenario, the consumer hesitates
to spend for anything other than essen-
tials. They face liquidity problems, thus
lowering demand leads to economic
paralysis. However, merely blaming
endogenous and exogenous factors
does not address the problem and
active policy measures to revive eco-
nomic activity should be undertaken.
Investment should be given greater
importance for economic revival as
non-utilisation of the spending power
will only lead to further economic dete-
rioration. Such a situation is to be
addressed at the grassroot level by
increasing supply of commodities
through promotion of small and medi-
um industry with an initial capital sup-
port by the government. Capital sup-
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port should not be merely monetary but

also infrastructural.

C Gopinath Nair Kochi

Need of the hour

The process of consolidation of public
sector banks had received a shot in
arm with Union Finance Minister
Nirmala Sitharaman announcing big
and bold steps aimed at redrawing the
financial landscape of the country.
With the mega merger plan, the num-
ber of state-owned banks would be
reduced to a dozen. While consolida-
tion offers the promise of economies
of scale, the question whether the cre-
ation of bigger banks will lead to the
emergence of stronger entities will
remain, given the challenges in terms
of manpower rationalisation, cultural
fit and opposition from bank unions.
The success of the process of consoli-
dation of state-owned banks depends
on the enhanced capability of the
Reserve Bank of India to exercise its
regulatory oversight and ensuring
financial stability. The implementa-
tion of long overdue banking reforms
with a thrust on infusing transparency
and accountability in the functioning
of the boards of state-owned banks is

the need of the hour.

M Jeyaram Madurai
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The growth collapse

Global factors do not fully explain the slowdown

here was a near consensus on the direction, but the magnitude of the

deceleration in growth surprised most analysts. The Indian econo-

my in the first quarter of the current fiscal year grew at 5 per cent,

compared to 5.8 per cent in the previous quarter and 8 per cent in the
same quarter last year. While growth in the manufacturing sector slowed to a
dismal 0.6 per cent, expansion in agriculture slipped to 2 per cent, compared
to 5.1 per cent last year.

The latest data should worry Indian policymakers because it is now absolute-
ly clear that problems in the economy are much deeper than they were willing
to accept. Nominal growth during the quarter collapsed to a 17-year low of 8 per
cent. This will not only affect revenues for the corporate sector and their abili-
ty to repay debt but will also put government finances in serious trouble. The
Union Budget has assumed a nominal growth rate of 11 per cent.

Growth has slowed due to a variety of reasons. For instance, as the govern-
ment has also argued, the global economy is slowing and uncertainty has risen
because of US-China trade tensions. However, this is a specious argument because
global factors do not fully explain the extent of the slowdown and should not be
used to cover India's internal weakness. For example, China, which is at the cen-
tre of the ongoing trade war with the US, grew at 6.2 per cent in the June quarter.
It is difficult to argue that India is getting affected by the trade war more than
China. Further, Vietnam clocked a 10-year-high growth rate of 7.1 per cent in 2018,
according to the International Monetary Fund. Reports suggest that it is now fac-
ing a shortage of labour. Businesses moving out of China are looking to set up
plants in Vietnam. Similarly, Bangladesh, after growing at about 8 per cent in FY18,
isexpected to grow at well above 7 per cent. Moreover, global financial conditions
are benign and crude oil prices are within India's comfort zone.

However, the high-frequency data suggests that a rebound is not immi-
nent. The government's reluctance to accept the problem has also worsened the
situation. In fact, instead of improving the ease of doing business, the July Budget
ended up dampening business and investor confidence. To be sure, the govern-
ment has taken some positive decisions in recent weeks, but it would not be
enough to revive economic activity to the level desired. So, there will now be a
clamour for fiscal stimulus. Clearly, the government does not have the room to
increase expenditure. On the contrary, the slowdown will itself put enormous pres-
sure on government finances. Since inflation is expected to remain low, there is
scope for monetary accommodation. But transmission has been an issue, and
monetary action in India works with a lag of two to three quarters.

Policymakers would be well advised to not solely depend on monetary pol-
icy for revival. The nature of the slowdown suggests that problems are not cycli-
cal alone. Granted that growth will stabilise once issues in the financial sector are
addressed. But this would not be enough. India needs wider structural reforms
in practically every aspect of doing business to compete in a rapidly changing glob-
al environment. In the absence of structural reforms, as the history shows, India
will only see bouts of relatively high growth, but will not be able to sustain it.

Free the banks

Mergers are cosmetic without real governance reform

nion Finance Minister Nirmala Sitharaman on Friday announced

that the government planned to merge 10 public sector banks (PSBs)

into four. The government hopes thereby that the state-controlled sec-

tion of the banking sector, which has long been under pressure due to
stressed balance sheets, will find itself strengthened if these banks pool their
resources. Combined with the front-loaded recapitalisation of PSBs announced
earlier, the government clearly hopes that larger banks will recover some of their
risk appetite and step up lending to the productive sectors of the economy —
which would, in turn, spark an economic revival. The plan for PSBs was, in fact,
announced just a few hours before the scale of the growth slowdown was revealed
by the National Statistical Office.

Certainly, the logic stated by the government does not go far enough. What
isadditionally problematic is that the history of merging state-run corporate enti-
ties in response to government diktat in India is not particularly encouraging,
across sectors. Operational efficiency from such mergers of public-sector units is
often elusive, especially if layoffs and other cost savings are minimised. In this sec-
tor, in particular, the question is one of independence, autonomy, and the cred-
ibility of the public-sector banks' boards. When the government takes a decision
like this, it is harder to make the claim that the bank boards are doing their job inde-
pendently. Ideally, decisions to merge should be made by bank boards, fulfilling
their stated responsibilities.

It is ironic that the government, in response to criticism of PSBs and their
operations, has said that it seeks to further empower the boards. Confidence about
such empowerment, or even the genuineness of the government's intent to even-
tually empower the boards, is unlikely to survive such major changes being
essentially dictated to bank boards by bureaucrats in New Delhi.

The government's objective in merging the PSBs is praiseworthy, and deep-
er balance sheets might well help in the short run. However, the systemic prob-
lems within the state-controlled banking sector must be addressed if any revival
of credit is to be of the quality that would support sustained growth. The focus
should be on real governance reforms. Road maps for such reform are widely avail-
able, including from the P J Nayak committee on banking reforms. The committee
had made many important recommendations, such as legal changes to allow for
reducing government stake below 50 per cent in PSBs. Even before such stake sales
and the eventual dissolution of government ownership, at the very least a bank-
holding company must be set up. The committee recommended that the bank-
holding company should be transferred the government's shares in the PSBs and,
thus, it could serve as an institutional firewall between the government and the
bank managements. This recommendation has, however, been put on the back
burner. The Banks Board Bureau, set up as an interim step, was soon seen to be
ineffective. In the absence of moves towards genuine reforms in a large section
of the Indian banking sector controlled by the government, all other measures will
be seen as cosmetic. And an inefficient banking system would continue to impede
an efficient allocation of capital.
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Fixing the growth

puzzle

Cyclical responses won't fix the structural constraints, and structural
reforms don't address a cyclical slowdown

cent during the April-June quarter, which is

weak, no matter how it is sliced or diced.
Private consumption demand was hit hard, invest-
ment remains lacklustre, and export growth has
slowed. This raises two issues: Reasons behind the
slowdown and the solutions.

G DP growth slowed to a six-year-low of 5 per

Isit cyclical or structural?

The slowdown is partly cyclical and partly structur-
al. The cyclical slowdown is only a year old, but the
structural (trend) slowdown has been ongoing for
five-ten years.

Two cyclical factors have contributed to the growth
moderation over the last year: Shadow banking stress
and weaker global demand.

For shadow banks, access to funding
has not yet fully recovered and, while
funding costs have declined for most,
there is still credit risk differentiation.
This has hurt sectors that are dependent
upon shadow banks, such as small and
medium enterprises, consumer lending,
and real-estate developers.

Similarly, the synchronised global
growth slowdown has spilled into the

domestic economy via export and man-  SONAL VARMA

ed to benefit over time, have made the process of
deleveraging tougher. For instance, the goods and serv-
ices tax, demonetisation, measures to curb corrup-
tion, and the move to flexible inflation targeting led to
acombination of lower inflation, higher real rates, and
lower nominal growth. As nominal expectations are
reset lower, the transition is tougher for debtors.

The cyclical fix

Cyclical slowdown calls for a counter-cyclical poli-
cy response. Weak GDP growth suggests the nega-
tive output gap is larger than anticipated, which
should open more space for monetary policy easing,
given low inflation.

On the fiscal front, if budgeted targets are met, then
the fiscal impulse to growth will
be negative, even after account-
ing for off-balance sheet borrow-
ing, due to the weak state of the
business cycle.

This does not mean that a fis-
cal stimulus should be
announced because increased
borrowing would raise the risk-
free interest rate and partly
negate policy transmission. At
this stage, the government

ufacturing channels.

However, there is also a structural ele-
ment to the current downcycle. India's investment-
to-GDP ratio has been declining since 2012, and pro-
ductivity growth has stalled. This suggests that the
trend growth rate has declined.

Among other factors, the peaking of the financial
(credit and housing) cycle and corporate balance
sheet deleveraging cycle have resulted in lower
investment demand.

In addition to cyclical and structural forces, the
timing of some of the policy changes, which are intend-

should frontload its spending,
because that would be an ideal
response to current weakness in private demand. If the
slowdown persists or deepens, only then should a
counter-cyclical fiscal stimulus be considered.

Liquidity is most important. The shadow banking
crisis has increased financial-stability risks. While pos-
itive liquidity does not directly address the confidence
issue, itis still necessary to ensure the financial system
does not choke.

Excess liquidity will slowly lead to a chase for high-
er returns and will narrow spreads across the risk spec-

Big bank theory

reforms”, something that they want the Indian
government to unleash. There is no clear defi-
nition of this term but we can draw upon Potter
Stewart’s (Associate Justice of the US Supreme Court)
test of obscenity: “I know it when I see it.” Last Friday,
Finance Minister Nirmala Sitharaman announced
another round of mergers of select public sector banks
(PSBs). Many people feel this is what big-bang reforms
look like, wistfully recalling the heady days of 1991.
Does it? The test for big-bang reforms is two-fold:
Something that is immediately and very positively
impactful and irreversible.
In 1991, within a few months of coming to power, P
V Narasimha Rao abolished a silly
law called the Monopolies and
Restrictive Trade Practices Act,
which only put hurdles on produc-
tion - when India was perpetually
short of everything. That was “big-
bang reform” because it freed the
genie of entrepreneurship that was
bottled up for decades. I am sure P
there will be some benefits in these
mergers too, but merging a bunch
of weak PSBs to make them bigger

F inancial markets often use a term “big-bang

IRRATIONAL CHOICE

about another experiment with merging PSBs. The
government has been struggling to fix PSBs for over
four years through incremental reforms. There is min-
imal progress and plenty of evidence that politicians
don't get it — they are living in a world of their own.

Gyan Sangam: In January 2015, Prime Minister
Narendra Modi went into a huddle with PSB chiefs to
draw up an action plan for banking reforms — a two-
day, top-level retreat, branded Gyan Sangam and
attended by the finance minister, RBI governor, minis-
ter of state for finance Jayant Sinha, and secretaries in
the finance ministry. The prime minister wanted to
“achieve a broad consensus on what has gone wrong
and what should be done both by banks as well as by the
government to improve and consolidate
the position of PSBs”. He was supposed
to get “the outline of a reform action
plan ... and further deliberations will
take place in his presence”, said an offi-
cial release. I wrote here in December
2014, just before the retreat, that PSBs
needed massive equity capital of 324
trillion by 2018 to meet the Basel III
norms. Iftough questions are not asked,
the Gyan Sangam will tinker at the edges
and preserve the status quo of PSBs.

fails the test of big-bang reforms. DEBASHIS BASU
M G Bhide, a thoughtful, retired

chairman of Bank of India, says banks will save on
cost and have money to invest in technology. Also,
with fewer banks, the scope for the number of political
appointees reduces. Another ex-chairman of a PSB is
less charitable. “If you combine a small mess, you will

only get a bigger mess,” says he.

Poor trackrecord

We will have to wait and see what happens. What is
inescapable, though, is the track record of this gov-
ernment; it has given us enough reason to be sceptical

Nothing happened. A Gyan Sangam
was held the next year too and then for-
gotten. Five years later PSBs are in worse shape.
Indradhanush: This seven-point scheme was
announced in August 2015. It promised better senior-
level appointments, setting up a Banks Board Bureau
(BBB), pumping in more capital, reducing bad loans,
empowering bank management, improving account-
ability, and better governance. It was another flop
show. The first three were easy to do. ABBB was set up,
but largely ignored, even after a revamp. The re-capi-
talisation of banks was announced in late 2018 and is
happening in driblets.
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trum. Faster transmission via the banking system
requires both positive liquidity and healthier balance
sheets. Until financial stability and growth risks are
clearly averted, the central bank should provide a guid-
ance that liquidity will remain in surplus.

The good news is that the shift to surplus liquidity
is finally aiding faster policy transmission and the
cumulative effect of monetary policy easing should aid
arecovery in the growth rate cycle in coming quarters,
unless the US economy falls into recession.

The structural fix

Lower interest cost can help the leveraged corporate
sector, but monetary policy is not the answer to revers-
ing a structural "trend" slowdown.

To reverse investment slowdown and attain high-
er sustainable growth, a key question is: What should
be India's growth model?

India, unlike the Asian tigers, cannot rely on exports
alone, given deglobalisation trends. Instead, a multi-
pronged strategy is necessary, including: 1) fast-track-
ing infrastructure investments; 2) raising export mar-
ket share via competitiveness; 3) attracting global value
chains that are shifting away from China; 4) prioritis-
ing domestic production over imports; and 5) leverag-
ing sectoral strengths.

Six priorities will help achieve these objectives
First, law and order lies at the core of a rule-based
society. Encroachment in cities, delays in land
acquisition, cost overruns, etc are common com-
plaints. Judicial reforms and ensuring timely con-
tract enforcement are important. Compliance with
the law should be made easier, while non-compli-
ance should be tougher.

Second, financial-sector reforms need a push. We
need to strengthen existing entities (shadow banks
and public-sector banks), but we also need more instru-
ments, more players, and deeper capital markets.

Third, to boost productivity and raise efficien-
cy, bureaucratic reforms are a starting point. Tax
simplification (direct tax code) and continuing
down the path of factor-market reforms are medi-
um-term necessities.

Fourth, to address funding constraints and
dearth of risk capital, asset monetisation and pri-
vatisation are an option. Reorienting general gov-
ernment spending from consumption to capex is
another. The domestic savings gap and the global
environment (of low rates and low growth) all argue
for tapping foreign capital both for unlocking stuck
projects and greenfield investments.

Fifth, the business model of small and medium
enterprises has to be scaled up by addressing the con-
straints that lead to threshold effects (smaller size).
Leveraging technology to link small entrepreneurs to
the final consumer is an option.

Finally, many sectors in India have huge potential
and there should be a bottom-up strategy to maximise
their potential. These include agriculture, food pro-
cessing, tourism, small cars, motor cycles, medical
services, gems and jewellery, and clinical research.

To summarise

India's growth slowdown is both cyclical and structural.
Cyclical responses are already in place. They will lift the
cycle and create the space to implement structural
reforms. However, cyclical responses cannot fix the
structural constraints. Let us not mix the two.

Sonal Varma is Chief Economist (India and Asia ex-Japan),
Nomura

The politics of it

Is reforming PSBs an economic objective at all? I have
maintained that we know little about this govern-
ment's goals and road map. We have to read between
the lines and watch its actions. At the Gyan Sangam, Mr
Modi asked banks to move to the second phase of the
Jan Dhan — promote financial literacy by encouraging
competitions in schools, much like mock Parliaments.
He also instructed them to develop common strengths
in software and advertising, help develop 20,000 to
25,000 Swachhta entrepreneurs per bank, offer loans
to students (despite huge bad loans on this account)
and avoid “lazy banking”. Mr Modi also told the
bankers that, as part of corporate social responsibility,
they should take up one sector each year to play a pos-
itive role. A rather underwhelming agenda, when PSBs
were facing a gigantic crisis.

Oh, and Jayant Sinha, minister of state for finance,
had asserted in early 2015 “If we dilute stake in PSU
banks now, then we will be diluting at distressed valu-
ation. We need to increase price-to-book multiples of
PSBs... and bring them at par with private sector banks
... Itisour responsibility to ensure that if we’re going to
dilute our stake, which is the stake of the people of
India, we’ll do it at an appropriate valuation”.
Valuations have collapsed since then as frauds and
writeoffs have ballooned. As I said, politicians live in
their own world.

The late Arun Jaitley, who was finance minister, had
asked “why this obsession with big-bang reforms? We
can achieve a lot of things through small incremental
changes”. True, only if small changes are not an excuse
for avoiding critical reforms. Will the PSB mergers
(more incrementalism) deal with the core issues debil-
itating PSBs — corruption and lack of incentives? Will
they address the fact that borrowers today are far less
dependent on PSBs, even if these become better-cap-
italised and better-governed! Weak bank mergers do
not address tomorrow’s challenges of capital, compe-
tition and technology. But that’s another story.

The writer is the editor of www.moneylife.in
Twitter: @Moneylifers

Consumers and climate change

~7

BOOK REVIEW

BILL McKIBBEN

his book careens and skitters
I across the landscape of its topic,

which means I now know a num-
ber of interesting things I didn’t know
when I picked it up: Netflix uses up 15 per
cent of all the internet bandwidth on
earth; shoppers return 35 per cent of the
goods they buy online, which is as much
as six times more than when they shop in
stores; producing polyester for clothes
emits as much carbon dioxide as 185 coal-
fired power plants; a single fleece gar-
ment can shed 100,000 plastic

microfibers in one washing.

There are lots of these factoids in
Inconspicuous Consumption. Tatiana
Schlossberg, who used to cover climate
and environment for The New York Times,
has not done a great deal of original
reporting. But she has scoured the inter-
net for pretty much every scary and fasci-
nating statistic on her subject that you can
imagine, and you come away from her
book with a stronger sense of the sheer
largeness of the human enterprise — the
number of us now consuming, and the
overwhelming effect of all that volume.

So, for instance, cashmere used to be a
relatively rare luxury item. But the
Chinese began to see an opportunity for
an export market, and soon Inner
Mongolia was surging in population - of
herders, but mostly of goats, from five
million in 1990 to 26 million in 2004.
Those goats, in turn, have overgrazed
much of the region’s remarkable grass-

lands, turning them into desert.

One response to this would be to urge
readers to buy less cashmere (and less
fleece, and less cotton, and less viscose
rayon, all of which Ms Schlossberg also
covers). Indeed, her description of “fast
fashion,” with some stores having 20
“seasons” annually, leaves one thinking it
would be smarter to wear whatever you're
wearing forever, content in the under-
standing that it will swing in and out of
style with some regularity. But it is to the
author’s credit that she doesn't, mainly,
take this easy way out.

For 10 or 15 years beginning in the
1990s such consumer-driven environ-
mentalism was a constant refrain, leading
to endless disputations about paper tow-
els and disposable diapers versus sponges
and cotton nappies. When I picked up
this book, I feared it might go down the
same cul-de-sacs, but it doesn’t, and for
the obvious reason: That earlier cam-

paign was essentially useless. Some fairly
small percentage of people read those
books, and an even smaller percentage
took regular and clear action. And those
of us working to contain this environ-
mental disaster increasingly turned our
attention to systems, and to the powerful
actors within them.

Governments and corporations, of
course, don't do such things automatical-
ly — they need citizens to push them. But
it doesn't require every citizen to push in
order to make change (since apathy cuts
both ways, social scientists estimate that
getting 3 or 4 per cent of people involved
in a movement is often enough to force
systemic change, whereas if they acted
solely as consumers that same number
would have relatively little effect). You
can obviously do both, and all of us
should try — but fighting for the Green
New Deal makes more mathematical
sense than trying to take on the planet
one commodity at a time.

And that, interestingly, is where Ms
Schlossberg seems to come out, even as
she conducts her rambling tour of each of
those commodities. When she writes

about fuel, for instance, she goes into
great detail: Whether Uber rides displace
car trips or bus trips turns out to be both
important and vexingly difficult to deter-
mine, for instance. But in the end, the
changes we make in our transportation
lives will matter mostly if we make them
“as a collective.” That is to say, instead of
trying to figure out every single aspect of
our lives, a carbon tax would have the
effect of informing every one of those
decisions, automatically and invisibly.
Many of the subjects Ms Schlossberg
covers will be familiar. But there are a few
places where her reporting covers issues
that few people know about and everyone
should. A dumb loophole in the relevant
law, for instance, allows European utili-
ties to claim that burning wood for elec-
tricity is “carbon-neutral,” even though
the science of the last decade makes it
clear that turning trees into electricity
actually sends a giant pulse of carbon into
the atmosphere at precisely the moment
when it could break the back of the cli-
mate system. Because of this loophole,
the forests of the south-eastern United
States are currently being turned into pel-

lets and shipped across the Atlantic, a
practice both climatically pointless and
heartbreakingly destructive of one of the
world's great ecosystems.

Schlossberg also reminds us regularly
that justice is at issue in these decisions. A
reason to fight for hyper-efficient air-con-
ditioners is that poor people across Asia
will need them badly on a planet they
have done little to warm.

I confess that Schlossberg's writing
style grates on me — the rate of cutesy
asides per page is diabetic. But she
deserves real credit for coming through
her journey into the guts of the consumer
machine with a clarifying insight: We
aren't going to solve our problems on con-
sumer at a time. We're going to need to do
it as societies and civilizations, or not at all.

©TheNewYorkTimes

INCONSPICUOUS CONSUMPTION: The
Environmental Impacts You Don't
Know You Have

Tatiana Schlossberg

Grand Central Publishing

277 pages; $28
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Need real reform,
not govt-spends

Rapid govt-spend has brought NHAI to its knees while bad
policy has wreaked havoc on genuine investors like Vodafone

HE ECONOMY IS slipping—slipping fast and tolevels not imagined.A 5% GDP
growth in Q1FY20 and, more pertinently, a 4.9% growth in the GVA tells us
the slowdown is far more entrenched than anyone believed. To be sure,some
of the damage has been caused by the low inflation, but collapse in the real
growth in manufacturing to 0.6% year-on-year (y-o-y) means there is a problem.
Amidst all the debate of structural versus cyclical, what’s worrying is the huge loss
in consumer confidence, reflected in the sagging sales of homes, cars and, now, biscuits.
Private consumption grewananaemic 3.1% y-o-yin Q1FY20,onamodestbase of 7.3%;
that was expected given the lay-offs in industry as businesses scale back—or even close
down. Could this get worse? Probably not, but it is unlikely to get much better either.
To counter the sSlump, the government mustimmediately start addressing the struc-
tural weaknesses—unfairand complex regulation, poorinfrastructure, poor governance,
rigid labourlaws, unrealistic compensations forland, no deep bond market.And, for this,
the government must first decide it wants flexible labour laws that allow companies to
hire and fire with ease; so far the changes to the
labour laws have been cosmetic.
As for the infrastructure build-out, there are OTHERS JUST SLIDING
some who say moneyisn’t the problem; in which PFCE*
case,the questionwould be,what is? The finances (% chg, y-o-y)

of entities such as NHAI are precarious—I1.8 12 3.1
lakh crore,with twice theamount of contingency 6l
liabilities. Also, it used the HAM model, which L)1 88
allowed entrepreneurs to get away with no skin 2
in the game. Today, no concessionaire wants to 0 QLFY1s QLFY20
take onanyriskatall. GECE*
Those businessmen who took the big risks (% chg, y-0-y)
and invested billions of dollars—Vodafone has 15

brought in more than §7 billion of capital in the 12
last few years as FDI—are today scrounging for %11 118 4.0
cash because their businesses are coming apart. g -

This, for no fault of theirs, but because the gov-
ernment framed the rules against them. Unless
all players are treated fairly, corporations can’t be

ol
QLFY18 QIFY20

Manufacturing growth

expected to invest. (% chg, y-0-y)
Indeed, recapitalising banks and injectinglig- 15.6 ¢
uidity into the system will have limited impact. 12|"
Without a level-playing field, no businessman Z
would want to risk capital, so deep is the morass 3 0.6
insectors such as powerand telecom.Indeed, the 0] .
Q4FY18 Q1FY20

NPA cycle seems to be far from over,with lenders
staring at defaults from NBFCs, power plants,
MSMEs and, maybe, even telcos.

The government’s recapitalisation of state-owned banks is expected to resultin some
X5 lakh crore of additionalloans,and it should result in a pick-up in credit. However, the
problem today is not one of supply—banks already have funds to lend. It is that there
aren’t enough credit-worthy customers—whether retail or corporate—and, therefore,
banks are understandably cautious. Each day,one more company is downgraded, leav-
ingthemwith fewerlending opportunities. While there is surplus liquidity, this is avail -
able onlyto top-tierborrowers,leaving alarge swathe of firms and NBFCswithout access
to affordable credit.If banks lend to these unreliable borrowers, it will come back to them
as NPAsinacouple of years. Having burnt their fingers, private sector lenders are unlikely
to grow their corporate books at the pace they did in the last investment cycle; a couple
of them lend very little to companies.

Given how the clean-up in the corporate sector is far from over and growth is weak-
ening, they would turn more risk-averse. Also, there is much hope banks will trim loan
rates, but that is unlikely because banks can’t drop deposit rate below a point;despite
surplus liquidity, credit growth has slowed to 12%—hurt by the softer offtake in ser-
vices.In any case,low interest rates cannot spur a recovery.

The story is much the same in the retail space. The unfortunate fact is that asset
prices—homes and cars—remain elevated whereas affordability is coming down. One
way out of the messin the residential real estate space could be to hand overincomplete
projects to established builders—foreign and local—offering them good returns and
concessions.That way lakhs of home-buyers will get possession of their propertyin the
next couple of years, catalysing demand fora range of raw materials,goods and services.
Else,the bankers stand tolose large sums.

The government’s short-term fixes—clearing GST refunds in 30 days—will help,but
these amounts are less than 5,000 crore. Also, with tax collections dull—the destock-
ing in the economy hurts GST—and the ambitious disinvestment target unlikely to be
reached, it cannot spend as much as it wants; that will exacerbate the slowdown. More-
over, it is important to manage sentiment—depressed consumers are not good for the
economy. Fortunately,the monsoons have recovered,but at the same time, global growth
and trade are decelerating, which means the already-wilting exports will wilt further.
There aren’t too many options; for a real recovery, reforms are a must.In the near term,
some extra spending by government, at the cost of fiscal indiscipline, is needed.

BadHYGIENE

Price controls on hygiene products a bad decision;
government can consider other options

*At 2011-12 prices

HILE NITI AAYOG setting up a standing committee to make rec-

ommendations to the drug-price regulator, the National Pharma-

ceutical Pricing Authority (NPPA),seemed to beagood move—NPPA

seemed to be guided more by an anti-pharma-MNC agenda than
any lofty regulatoryideal—given the recent arbitrariness of its decisions there does
not seem to be much difference between the two. News reports suggest that Niti
Aayog is planning to create a new list of hygiene products to put under price con-
trol. Although the National List of Essential Medicines already contains 384 cate-
gories,a Times of India report highlights that the government is preparing a separate
list forhygiene products.The newlist is expected to have two groups and mayinclude
items like handwash, adult diapers and sanitary napkins. The primary category is
expected to have a price control,and the secondary may operate with trade margin
limits. Although the intention is to provide low-cost solutions, given the competi-
tion, there is little rationale for this.

For one, price controls may force companies to discontinue low ranges. Worse, the
quality of the lower-grade products may decline. Take the case of sanitary napkins, the
cheapest onesarealreadypriced at ¥3.With manysocial enterprisesworkingin the field
and selling napkins at 1.5, there is not much room to introduce price caps. Moreovet,
ifthereisaserious concern overhygiene,the government can always dispense sanitary
pads freevia its Asha and Anganwadi centres—it recently announced that it would sell
them for %1 at Jan Aushadi centres—like it had done for contraceptives under National
Programme for Family Planning. A price cap would do nothing, but deter companies
from creating products forthelowerend of the market. It shallalso bring forth thearbi-
trariness of the regime,which was a significant reason for defanging the NPPA.

» Opinion

FROM PLATE TO PLOUGH

THE POLITICAL STALWART ALSO HAD A KEEN AGRI-SENSE, AND UNDERSTOOD THAT THE
HIGHEST PAY-OFF FROM ECONOMIC REFORMS IS NOW TO COME FROM AGRICULTURE

Remembering
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¢ PRESSING FOR FREEDOM

Union Minister for I&B, Prakash Javadekar

During students movement days, we fought against
Emergency in 1975 and went to jail to protect media
freedom. That commitment remains today and
forever to protect the freedom of media

Arun Jaitley’s agri-touch

EVERAL OBITUARIES

HAVEbeen written on Arun

Jaitley’s untimely demise.

Most focus on his contribu-

tion to BJP as a political
strategist, or to the nation through
GST-type reforms, or as a personal
friend to many,including those in the
Opposition benches in Parliament.
But, I have not read anyone writing
about his agri-sense,and his contribu-
tion to agri-policies.And that iswhat I
want to focus on.

But, before I venture into this lit-
tle-known aspect of Jaitley’s contri-
bution, let me say that we both stud-
ied together in Shri Ram College of
Commerce (SRCC) in the same batch,
1970-73; Arun was in Commerce
while I was in Economics Honours.
After that,he went on to do a degree
in Law, and I pursued Economics at
the Delhi School of Economics. But, I
did watch hisrise in politics and pub-
lic affairs from his Delhi University
Student Union (DUSU) President
days to being imprisoned during the
Emergency imposed by Indira
Gandhi, and then, later, being the
crowd-puller for Atal Bihari Vaj-
payee’s election campaigns. Like
Arun,I,too,had the privilege towork
with Vajpayee ji when he became the
prime minister of Indiain 1998.But,
my interaction with Arun Jaitley on
issues related to agriculture started
in earnest when he became the
finance minister in the Modi govern-
mentin 2014.

Interestingly, it was one of those
days in 2015 at the Rashtrapati Bha-
van when the President gives away
Padma awards to many people from
diverse fields for their contribution to
the country.I happened to be one of
those Padma awardees. Immediately
afterthe ceremony, Jaitley,whowassit-
ting in the front row, came to congrat-
ulate me,and then said, “Ashok, I read
your piece ‘Lead from the Centre’today
in Financial Express,and what you are

GULATI

Infosys Chair Professor for Agriculture, ICRIER
Views are personal

saying, that we need to invest much
more in irrigation, makes lot of sense
to me, especially when India is facing
occasional droughts.Ithinkwe can do
it”. I thought it was a normal gesture
on such an occasion. But, I was pleas-
antly surprised when I found him
announcing a special scheme, of
340,000 crore, for ‘Long Term Irriga-
tion Fund’ through NABARD, in his
next budget speech. The scheme
helped many languishing major and
medium irrigation projects move
somewhat faster toward completion.
He was a silent doer on many such
schemes.

On another occasion, I was called
to give a presentation to him,and his
key advisors in the Ministry of
Finance, on revamping the crop
insurance scheme in the wake of the
back-to-back droughts of 2014 and
2015. He listened very attentively,
and then asked how much extra it
would cost. My curt replywas that the
central government was already giv-
ing away about ¥6,000-7,000 crore
perannum to states through the PM’s
Disaster Relief Fund. The modalities
adopted in compensation were not
veryscientific. But, if the Centre went
for a proper crop insurance system—
I suggested a weather-based system,
with high-tech automatic weather
stations installed all over the coun-
try—it may cost another, say,3¥5,000-
7,000 crore,but could be made more
scientific. His immediate response
was, “this is doable”. After that pre-
sentation, what I heard was an
announcement by the prime minis-

ter about the revamped PM’s Fasal
Bima Yojana on Baisakhi, as a gift to
Indian farmers. It is still going
through some teething problems as,
instead of being weather-based, it was
rolled out on crop-cutting experi-
ments, which can be manipulated
through the patwari system.

But,the biggestagri-idea that came
from him—and many heard it during
the last year or so, on various occa-
sions—was his statement that the
highest pay-off from economic
reforms, after the GST reform, is to
come from agriculture. He knew very
well that agriculture is a state subject,
and, if one has to reform agri-markets
by amending Essential Commodities
Act and APMC Act, engaging states in
a “cooperative federalism” would be
essential. He spoke about this idea,
loud and clear, on one of NABARD’s
Foundation days. Hewas also clear that
the lead for such a push has to come
from the Centre.In fact, he even asked
NABARD to initiate some spade-work
in this direction.

Similarly, if one has to do any ten-
ancy reforms, with a view to open up
land lease markets, again, the blue-
print has tobe somethinglike the GST
council, involving the states as well as
the Centre.

The other big agri-idea with which
Jaitley concurred was to gradually
transfer various subsidies in the agri-
food space to direct cash transfers into
the accounts of beneficiaries. He said
this while releasing one of my books,
‘Supporting Indian Farms the Smart
way’ (see graphic) in 2018. The book

[ndian economy: Growth and cycles

Concurring with the view that the
economic slowdown was cyclical, the

recent Reserve Bank of India analysis

called the three-quarter slide a down

phase, but not a trend reversal

IT HAS BEEN a mixed two months
since the first Budget of the second
term of the NDA government. The
Budget took a stern view in terms of
taxation of the super rich. It pleased
markets by committing the govern-
ment to borrow abroad. But, it was
churlish in putting shackles on FDI.
The economy had been losing
growth momentum since the last
quarter of 2018.1In the first quarter of
2019 (the last quarter of FY19), GDP
growth cameinat 5.8%,farbelow the
7%+ rhythm of the previous four
years. I took the view, then, that the
slowdown was cyclical due to uncer-
tainty and the collapse of confidence
in the non-banking lending sector.
What was needed, I thought, was
not temporary boost to demand, but a
strategy for long-run growth. The
Reserve Bank of India has just come
out with its analysis, which called the
three-quarter slide as the down phase
of a cycle, but not a trend reversal. On
Friday afternoon, the numbers for the
second quarter of Calendar 2019 (first
quarter of FY20) have come in at 5%.
The government has been showing
awareness that its budget may have
givenwrong signals.Iblamed the con-
fused message of the Budget on the
anti-growth and anti-foreign capital
ideologues in the majority party.These
elements seem to have been checked
and Nirmala Sitharaman has been
issuingannouncementswhich arelike
supplementary Budget addenda. This
may be the best way for a new finance
minister, feeling her way into the
demandingjob following Arun Jaitley,
who had a remarkable control over
economic policywith the enthusiastic
support of the prime minister.
This hasbeen just one of the shocks
of the week. Earlier on in the week, the
news was confirmed that RBI will be

able to transfer ¥1.76 trillion (around
$250 million) from its dividend
income as well as by drawing down on
its reserves. Late last year, there had
been an open argument between the
central bank hierarchyand the finance
ministryaboutwhat thelatterthought
was excessive prudence on the part of
RBI. The capital ratio of RBI was
thought to be way above what was
needed by Delhi while its own techni-
cal experts thought otherwise. The
Governor, Urjit Patel, and his Deputy,
Viral Acharya,both discreetly departed.

The Bimal Jalan Committee
reported earlier this
week and recom-

DESAI

Prominent economist and labour peer
Views are personal

India’s coming into the bigleague of eco-
nomic powers.Rajantookindependence
as obvious, but quit halfway through his
second term, when the elected govern-
menthad changed colour.His successor,
Dr Urjit Patel, a Yale alumnus also took
independence as prudent.

The masters in Delhi disagreed,and
Dr Patel politely made his excuse and
resigned. The situation is back to nor-
mal,and Shaktikanta Das,the new Gov-
ernor, has been very active in bringing
down the interest rate while keeping
inflation on its downward path. The
cooperative attitude will continue. The
test is now of the fiscal
authorities in Delhi, as to

mended that the ratio A comprehensive how they will use the gift
could bereduced safely. strategy to dump from RBI. It would make
RBI thereupon - - sense if the money was
announced the transfer, inefficient PSEs used to recapitalise the

whichwill ease the fiscal
pressure on the govern-
ment. This has raised
questions about the
independence of the
central bank. The idea that central
bank should be independent of the
elected Executive seems to have
become a religious dogma. But, itis a
fairly recent development. UK con-
ferred independence on the Bank of
England only upon the arrival of Gor-
don Brown as the new Chancellor in
1997,and onlywith respect to setting
the interest rate.

India has never had such a tradition,
and the 1935 legislation setting up RBI
clearly enjoins it to follow Treasury
advice. Governors were appointed from
the cadre of retiring finance secretaries,
and they carried out the task of walking
the line faithfully. It was globalisation
and vaulting ambition which led the
Manmohan Singh governmenttoinvite
adistinguished academic, DrRaghuram
Rajan, to be the Governor, signalling

would change
the image of
India abroad

nationalised banks
preparatory, hopefully, to
their sale.The government
could also use the windfall
for retiring debt, which
would cheer the bond markets.

What is now needed is a clear signal
from the PM himself that his commit-
ment to sustained and sustainable
growth over the medium term has not
changed. From the recent statement by
the aviation minister, we know that the
government intends to privatise Air
India.Amore comprehensive strategyto
dump unprofitable and inefficient pub-
lic sector enterprises would change the
image of India abroad from a reluctant
half-hearted commitment to becoming
a middle income level economy in the
second quarter of the twenty first cen-
tury, taking on rivals and winning. India
can,and mustdoit.Theway Modihas got
theworld used tolearning about Indiais
by announcing the strategy himself.
Modi 2.0 has tobelike Modi 1.0 just big-
gerand better.

was based on two years of in-depth
research on howdifferent agri-policies
impact Indian farmers, agriculture,
food security, natural resources, espe-
cially water and soil, etc. The central
message was that Indian agricultural
policies have inherent consumer bias,
and that input subsidies related to fer-
tilisers, power, irrigation, interest sub-
vention, etc,do not promote efficiency
in their usage. Instead, they are creat-
ing several environmental problems,
like groundwater depletion. The best
solution would be to give these subsi-
dies directly to beneficiaries in cash,
and free up the highly subsidised prices
of fertilisers, power,etc. He echoed this
inhisspeech,and said that thisis surely
a‘smarter’way to help our farmers.

It is sad that his health deterio-
rated fast and he is no more with us.
The best tribute to such a personality
istoimplement his ideas in full faith.
Can the Modi government create a
GST-type council for agriculture
reforms, and realise his wishes by
implementing agri-marketing

reforms and transferring agri-input
subsidies directly to beneficiaries’
accounts through Aadhaar. That
would be the most meaningful tribute
to Jaitley.

LETTERS TO
THE EDITOR

Virtual currency,
unaugmented reality

The virtual-currency segment
continues to remain volatile, even
though speculations of
acceptance by lead international
economies and transparent
regulations governing the
introduction of new Altcoins, are
on the rise. Experienced-traders
and strategic-analysts predict a
huge demand, on account of
lower liquidity and mining-returns.
It is important that Regulators and
Regulatory Authorities managing
licensing of cryptocurrency-based
firms, are on the same page. To
micro-monitor the sector in letter
and spirit—legacy players as well
as the potential new entrants viz.
e-commerce firms, online retailers
and social media platforms, must
be subject to the same set of
regulatory policies. Potential
misuse of the existing vast-
outreach by these platforms, to
create inroads in the uncertain
asset-class and leverage avenues
such as gift-cards/vouchers to
increase indirect-exposure. At
present, limited infrastructure
availability and investment
towards R&D, has impeded the
application of digital-currencies as
a viable alternative for peer-to-
peer payments/fund-transfers. To
reduce market-risks, it is important
to expedite the launch of an
alternative crypto-format, which is
transparent and adherent to
global financial-standards. A well-
regulated digital-instrument with
crystal-clear norms on asset-
categorisation, valuation, taxation
and end-use, can facilitate optimal
utilisation of the underlying block-
chain in key sectors. Impediments
of person-dependent operations,
undefined-ownership and money-
laundering/round-tripping of
funds, ought to be surmounted, in
order to boost the market-
presence and accessibility.

— Girish Lalwani, Delhi
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VER THE PAST fewweeks,

there hasbeen much com-

mentary on the economic

slowdown. Whether the

causeis structural or cycli-
cal; whether the government should
inject liquidity or allow the private cor-
porate sector to stew in their woes. This
division of views is not surprising. After
all, it is a commonplace barb that three
economists inaroomwill eventually pre-
sent four different views. What is worri-
some is that this division appears to cut
across the political and administrative
apparatus of the government. The vice-
chairman of the NITI Aayog has stated
that the economy faces an unprece-
dented liquidity situation: “Not in the
past 70 years has the financial sector
been in such a churn (where) nobody
trustsanybody else”The Chief Economic
Adviser appears somewhat more san-
guine: “Some sectors are doing well—the
economy does not need a fiscal stimulus.”
The minister of road transportand high-
ways has taken a strip of the NITI Aayog
forannouncingaban on petrol and diesel
vehicles. He said that the NITI Aayog was
but a think tank with no executive
authority, and that such decisions were
for him to make.

Thisapparentlack of cohesion in eco-
nomic thinking is worrisome because it
makes one wonder whether there is any
economic body in the government that
has both the mandate to look at the big
picture—i.e. evaluate the consequences
of the macro impact of seemingly unre-
lated sectoral economic decisions—and
alsothe ear of the political leadership.Itis
also worrisome because the conse-
quences of lack of cohesion can, in our
connected economy, lead to avoidable
systemic damage.

Let me illustrate this point by draw-
ing on the plight of the automotive
industry.

The demand for transport vehicles
(passenger cars, heavy commercial vehi-
cles,and two-wheelers and three-wheel-
ers) has dropped by 12.3% in the first
quarter of FY19/20 over the comparable
quarter of the previous year. This is the
sharpest decline since 2001. No one can
make the claim that this is entirely the
result of government policy. There are
deeperreasons particularto the structure
and dynamics of the industry and every
auto company will need to introspect
hard on the specifics of the internal
changes it must implement to tide over
its current market problems. But, equally,
no one can argue that the industry has
notbeen impacted by government policy
The decision, last year, to increase the

maximum load-carrying capacity of |

MEHTA

The author is chairman & senior fellow,
Brookings India

OVER THE BARREL

Why Indian
economy
needs a big

picture view

The apparent lack of cohesion in economic thinking
is worrisome because it makes one wonder whether
there is any economic body in the government that
has both the mandate to look at the big picture—i.e.
evaluate the consequences of the macro impact of
seemingly unrelated sectoral economic decisions—
and also the ear of the political leadership

trucks knocked the bottom out of the
market for heavy commercial vehicles.
The demand for this category has, since
that decision, fallen by around 20%.The
generalised constriction on retail financ-
ingbybanks has squeezed dealers of their
working capital and dampened con-
sumer demand.Consumers could,at one
time, borrow up to 90% of the cost of a
vehicle. Now they are fortunate to get
even 65%. Auto loans, incidentally,
account for barely 2.5% of banks’ non-
performing assets (NPAs).The tightening
of safety norms or the fast forwarding of
the Bharat Stage 6 emission norms have
raised the cost structure and, conse-
quently, prices.

All of these decisions might make
sense on a standalone basis. But when

considered through the prism of their
collective impact, they acquire some
rough edges. This is because the auto
industry sits at the nub of the manufac-
turing sector. It accounts for 49% of
manufacturing GDP and, according to
the Society of Indian Automobile Manu-
facturers (SIAM),it supports directlyand
indirectly 37 million jobs.The decline in
demand for its products has rippled,
therefore, across the macroeconomy.
SIAM has estimated that 5-7% of those
employed along the automotive value
chain (OEMs’ suppliers, vendors) have
lost theirjobsand thatall contracthiring
has stopped. It has also estimated that
GST collections from the auto sector dur-
ing the first six months of 2019 are Rs
6,000 crore less than what was received

LFRED ADLER CREATED the

‘personality theory’ that he

called ‘individual psychology’

because he believed that peo-

ple are unique and each one
requires a different treatment. Adler ini-
tially followed Sigmund Freud’s teachings,
buthedisconnected aftera disagreement.
Freud’s theory says that human behaviour
isdriven by sex.Adler’s ‘personality theory’
says that the base of human behaviour is
to overcome the feelings of inferiority.This
is the fundamental difference between
Freud’s and Adler’s theories.

Adlerian therapy is a short-term, goal-
oriented and positive psychodynamic
therapybased on the theories of Adler,who
focusedagood deal of hisresearch on feel-
ings of inferiority versus superiority in
people; besides the amount of obstacles
one facesinlife. Healso observed thateach
one craves fora sense of belonging in one’s
own communityand society.According to
Adler, feelings of inferiority can result in
irrational behaviour. But, in the right set-
ting, an individual can be motivated to
strive for greater success.Adlerian therapy
focuses on how individual personality is
interconnected with the society at large.

Usefulness of the theory: Adlerian
therapyisusefulinanytype of psycholog-
ical disorder or mental illness. This ther-
apy may be used in combination with
other therapeutic approaches such as
insightful counselling, music therapy or
arttherapy,asitbest suits the needs of the
individuals involved. An Adlerian
approach can be employed with children,

aspaper ..r.cia ‘p ress.com

A positive approach
to counselling

A therapy that can help overcome inferiority complex

HATTANGADI

The author is a management thinker and blogger "‘\ -

adolescents, adults, individuals, couples,
families and business organisations.

The therapy applies in four stages:
engagement, assessment, insight and
reorientation.

Engagement: The therapist must be
empathic towards the client; he/she must
make the client comfortable so that the
client feels secured and is able to open up
or vent his/her problems. The client and
the therapist begin to establish a thera-
peutic relationship. The relationship
should consist of a teamwork towards
addressing the client’s problems.The ther-
apist should offer support. Adler laid
emphasis on knowing birth order of the
client among his/her siblings and the
client’s early childhood memories. Birth
order refers to the order a child is born in

ll.hu
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his/her family; for example, first-born,
second-born or youngest. Birth order is
often believed to have a profound and last-
ing effect on psychological development.
Assessment: A common approach to
assessment in this therapy is to assess the
client’slifestyle.At this stage, the therapist
works to learn more about the client’s
background, including early memories
and family structure and family dynam-
ics. In this part of therapy, the therapist
tries to understand how the client may
have developed certain styles of beliefs
that no longer are helpful to him/her.
Insight: The therapist helps the client
toview the situation from a different per-
spective. The therapist makes the client
understand his/her lifestyle meanings,
morals and goals that need a fresh per-

ADLERIAN THERAPY

ILLUSTRATION: ROHNIT PHORE

by the finance ministry during the first
half of 2018.

I cite these figures not to make a case
for relief for the automobile industry—I
amadirectorat Mahindraand Mahindra
and doing so might attract the criticism
of conflict of interest—but to substanti-
ate the consequences of lack of cohesion
in economic management and to make
the point that sectoral initiatives must be
viewed through the prism of the broader
economy.

In November 2008,at the height of the
global financial crisis, Queen Elizabeth
asked anassemblage of economists gath-
ered to celebrate the opening of an exten-
sion of the London School of Economics,
whynone of them had anticipated the cri-
sis. The academics responded by letter in
July 2009. They catalogued the macro-
economic, regulatory and behavioural
reasons for the crisis, but they also wrote
that whilst “everyone seemed to be doing
their own job properly” and on its own
merit,“there was no one who understood
the risks (of what they were doing) to the
system as awhole.” There was no one that
saw the whole picture and who appreci-
ated that “whilst individual risks may
rightly have been small,” the collective
impact of these risks could “well triggera
systemic collapse.”

Our administrative apparatus is ver-
tically structured within siloed compart-
ments. Bureaucrats have a narrow remit
and few, if any, have the mandate to take
a broad view and evaluate the conse-
quences of their decisions on the system
asawhole.There is no fora to enable and
facilitate interdisciplinary, interdepart-
mental and collaborative economic deci-
sion-making. We do, of course, have the
NITI Aayog and the Economic Advisory
Council to The Prime Minister (although
Imustadmit,Iam not clear of thelatter’s
mandate or role), but the recent
exchanges suggest they do not have the
executiveauthorityto contextualise sec-
toralinitiatives within the broader sweep
of the macroeconomy. There is a need to
fill this lacuna.

Thisis certainlynot the first call foran
administrative overhaul. Many reports
havebeenwritten on the subjectand this
article is treading a well-trodden path.
But against the backdrop of the current
economic downturn, I am reminded of
Rahm Emanuel’s (Chief of Staff to US
President Barack Obamain 2009) exhor-
tation to not waste a “serious crisis” and
to grab the “opportunity to dowhat (one)
could not do before.” The opportunity
now exists to dust off and implement the
recommendations that call fora cohesive
and integrated platform for economic
management.
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Saluting the
changemakers

The author is an educationist, and
director, Ahlcon Group of Schools, Delhi

Innovations and dedication mark this
year’s list of National Awards for teachers

UESS WHAT? A STAGGERING 1.5 million
schools, 10 million teachers and 300 million
children describe the vital statistics of India’s
schools. We hear about poor learning out-
comes and scary levels of dropouts; inaccessi-
bility and lack of accountability. There is a lot of inspiring
initiatives that do not get enough public attention.

The central and state governments have endeavoured to
set up schoolslocated at high altitudes,in the cyclone-prone
coastal areas.Children arewalking to schools situated in the
harsh terrains of Ladakh, and to the ones in security-chal-
lenged forests covering several states.There are schools with
lessthan 10 students.In one school, the first child admitted
in Grade 1 waited for two years to get her first classmate.

Thereisaschool in West Bengal for the children of Hindi-
speaking migrant workers.Jharkhand hasa school for Odia-
speaking population.To preserve the tribal culture and tra-
dition of the Toto community, the West Bengal government
provides schooling even in remote tribal areas. The
Rajasthan government has set up CBSE affiliated schools of
excellence. There are schools that educate the children, as
also save them from abduction and trafficking. There is a
reason to believe that governments have shown conviction
and the community has supported the cause of education.
Funds have been made available by the government and
through donations. What lacks attention and coverage are
the stories of highly committed menand women taking the
entire mantle upon themselves.Their stories are courageous
in the face of adversities.

What have these classroomiconsaccomplished? Theyare
using school buildings aslearn-
ingaidsand makingsureof the s ——————————
provision for clean drinking
water. Energy-saving, sanita- The central & state
tion,herbal gardening, erecting govts have also

awallfor creativity,computer- endeavoured to set
1sat10n,v1fie9 presentationand up schools located
community involvement come hiah altitud
across as shining examples of at . Igh altitudes
and in the cyclone-

their pioneering efforts. It is
heartening to note that with- prone coastal areas

outanyinhibition,these teach-

ers approach the potential — ————
donors to invite help. Many of

these teachers chip in their savings, too. One headteacher
confessed,“I can beganyone foranything that helps my stu-
dentslearn more—I am a beggar,not a boss.”

Anotheryoungteacher turnsadriverin the morningand
afternoon to drive the cab donated by an alumnus. In
between, he teaches the students maths and science. Enrol-
ment in schools has gone up. A unique story comes from a
former constable of the Karnataka police turned teacherwho
is teaching plumbing and painting skills. A teacher from
Nagalandis transferringhis talentinart.Abright young man
from Uttarakhand quit his professorship in a Scandinavian
country to take up a teaching position in a village school.
That could serve as aninspiration for college graduates shy-
ing away from taking school teaching as a preferred career.

These teachers are creating sustainable learning spaces
and nurturing a million aspirations. It comes out unequiv-
ocally that“giving”and “giving generously”is the first prin-
ciple of making a difference. One teacher narrated herstory
of how the “blackboard” exposure is saving children from
falling prey to“red board,”alluding to possible radicalisation
of children. The second principle is self-learning. No won-
der,all of them are using technology tolearn and teach.The
third principle is fostering innovation, improvising
resources drawn from thelocal context.To reduce theload of
the school bag, one school has prepared a single book for all
subjects in each quarter.

On September 5, the grateful nation and the President
will accord the National Award to Teachers to 50 of these
change-makers. These stories are reminders of the chal-
lenges we face and, at the same time, give us solace that it is
humanly possible to make a change.

spective, and how the client needs to
change the dysfunctional or flawed pat-
tern of thinking/behaviour. The Socratic
method of asking questions and stochas-
tic (random guessing hence unpre-
dictable) guessing method are employed.
Socraticapproach isaform of cooperative
dialogues between individuals, based on
asking and answering questions to stimu-
late critical thinking and to draw out ideas
and underlying suppositions.
Reorientation: In this stage, the ther-
apist suggests his/her client to take steps
to reinforce newly-developed insights.
Often, the client learns more about his/her
unknown capabilities and strengths. It
happens quite often that we learn about
our capabilities from others. In fact, occa-
sionally, we find a good counsellor in a

friend, sibling, parent,neighbour, teacher,
etc.In this stage, the therapist encourages
the client to make changes, to develop
courage,alter some habits to overcome the
flawed thinking/habit.

Where does Adlerian therapy help? It
focuses overall to reframe the attitudes,
beliefs and lifestyle choices that block suc-
cess of people.The therapist focuses on the
approach in which the client effectively
reaches the desired goals. One of the core
tenets of Adlerian therapy is that individ-
ual behaviour must be explored within the
context of a client’s sense of ‘fitting in’with
his/her community,and society at large.In
some cases, this extends to birth orderand
howone’srolewithin the familyaffects the
development of one’s personality and
future relationships. This therapy works

well in schools, clinics, corporations and
other community settings,which helpsin
providing a sense of belonging and respect
for all. This therapy works especially well
with positive orientation.

What qualifications does an Adlerian
therapistrequire? He/sheisalicensed psy-
chotherapist with a Master’s degree or
doctorate, and specialised training or
experienceinanAdlerianapproach.Ifyou
are seeking this therapy, you must speak
to the potential therapist; ask if he or she
takes an Adlerian approach to treatment.
Once it is established that a therapist has
the credentials and experience you are
looking for, it is important to make sure
you are comfortable working with that
therapist. It is possible that other profes-
sionals,such as doctors,nurses, teachers or
counsellors,mayalsoincorporate Adlerian
principles into theirwork.

The base of Adlerian therapy: Inferi-
ority is a feeling that humans have since
they are born. They grow up being depen-
dentontheir parentsand toa great extent
they are influenced the way they are
treated by their caregivers. Children shape
up as what their parents think of them.
Later, they get influenced by teachers, sib-
lings, neighbours, etc. When they take up
a career, their peers, bosses, colleagues
influence them.Each individual tries to‘fit
in’in societal norms.We feel motivated ifa
majority of people in our life think posi-
tivelyabout us.If we get negative feedback,
our inferiority complex gets more
cemented.Itisahumandrive to overcome
inferiority and become superior.



E.

FOETUS IN FOETU

When a ‘twin’ forms inside a human body. What
causes it, and how frequently does it happen?

WHEN A 17-year-old girl Indian girl re-
cently went to get a “lump” in her ab-
domen treated, it was found to be her
twin growing inside her. This is a condi-
tion called foetus in foetu (FIF), or foetus
within a foetus. Doctors say this is the first
reported case of FIF in an adult woman
worldwide, and the eighth such case in
anadultinIndia (the previous cases were
in adult men).

In this condition, a malformed para-
sitic foetus is usually found in the abdom-
inal cavity of the living twin (host). Fewer
than 200 cases of this condition have
been reported in medical literature and
itoccursinabout 1in5,00,000 live births.
While FIF can occur in various age groups,
it is most commonly diagnosed in pa-
tients younger than 18 months.

In the case of the Indian 17-year-old,
her abdomen would often hurt and she
would feel full. However, no history of
weight loss or altered bowel movements
and urinary symptoms were recorded.
Her “menstrual habits” too were within
the normal limits, according to BMJ
Journals where her case has been pub-
lished. When the lump was microscopi-
cally examined, it measured 30x16x10
cm and was found to be composed of a
“hairy cheesy material, multiple teeth
and structures resembling limb buds.”

According to BMJ Journals, there are
two theories about the origins of FIF. The
first is where a parasitic twin’s mal-
formed foetus is formed inside the body
of the host twin and both share the blood
supply.

The other is that FIFis a “highly differ-
entiated” form of teratoma - tumours
made from tissues foreign to the area or
part of the body in which they are found.

TP FOR READING LIST

FIF CASES AMONG
ADULTS ININDIA

YEAR AGE SEX
1999 27 Male
2000 16 Male
2001 30 Male
2001 27 Male
2005 39 Male
2007 36 Male
2009 20 Male
2019 17 Female

Source: BMJ Journals

What differentiates a FIF from a tu-
mour is that the lumps in the case of FIF
are benign (do not spread to other organs
and tissues) in nature, and are of embry-
ological origin.

When was the expression “foetus in
foetu” first used? According to the BMC
Journal of Medical Case Reports, it was first
used by Johann Friedrich Meckel the
Younger in the late 18th century. Ina pa-
per titled “Fetus in Fetu and the
Retroperitoneal Teratoma” and published
in 1960, R H Lewis credits Meckel with
the use of the term around the 1800s.

One of the early cases of the condition
surfaced in a patient called John Hare,
born on May 18, 1807. The abnormality
in the baby’s abdomen led him to lose
weight rapidly, “until at length he was
nearly 36 inch in circumference”, and he
eventually died.

MEHRGILL

How 1O BRACE FOR END OF THE WORLD

WHEN THE human species eventually
goes extinct, what kind of event will have
caused it? US-based science reporter
Bryan Walsh looks at a number of possi-
ble catastrophic scenarios — volcanic su-
per-eruptions, asteroids, artificial intelli-
gence, climate change, nuclear
wars — aswell as possible solu-
tions to prevent eventualities. | J o4
End Times: A Brief Guide to p
the End of the Worldisa study

of these possible catastrophes, r#:w.“..ﬁ /
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including interviews of those
trying to stop them from hap-
pening, such as NASA’s aster-
oid destroyers and disease pre-
vention agencies around the
world. The book also estimates
the probability of these disas-
ters occurring, along with the impact they
could have. In its review of the book,
Scientific Inquirer acknowledges Walsh'’s
“attempt to root out the source of human-
ity’s denial and ignorance” towards exis-
tential risks. “When discussing man-
made climate change, End Times delves
into how economic models such as the
‘social discount rate’ can explain why we
‘privilege the present over the future’. The
interdisciplinary approach Walsh uses to
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capture the pervasive effects and influ-
ences behind existential risks never at-
tempts to leave his readers behind; rather,
Walsh’s accessible language attempts to
inform the general reader of the multi-
tiered nature of the issues he discusses,”
the review says.

Colonisation of other plan-
ets has long been the dream of
businessmen and science-fic-
tion writers. In his book, Walsh
dedicates a chapter to space
and details the faith that bil-
lionaires Jeff Bezos of Amazon
'I ‘ and Elon Musk of Tesla seem

to have in space exploration
and colonisation as a means
for human survival. Both have
invested billions in manned
spaceflight, an endeavour that even NASA
is not contemplating. Walsh himself calls
this a “distraction”, and writes, “Space
colonization may be our destiny, but it
won't keep us safe — not for the foresee-
able future. The energy and money that
might be spent on nascent efforts to
move off planet would be better used
combating existential threats that could
end that future — and readying our sur-
vival, should the worst occur.”
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SIMPLY PUT QUESTION 8 ANSWER

What bank mergers can mean

The plan is to merge 10 state-owned banks into four larger ones. What led to the move, how is it
intended to help the banks and the government, and what are the potential downsides?

SHAJIVIKRAMAN
CHENNAI, SEPTEMBER 1

ON FRIDAY, Finance Minister Nirmala
Sitharaman announced the government’s de-
cision tomerge 10 state-owned banks to create
four large entities or lenders. Under the plan,
Oriental Bank of Commerce and United Bank of
Indiawill be merged with Punjab National Bank;
Canara Bankwith Syndicate Bank; Andhra Bank
and Corporation Bank with Mumbai-based
Union Bank of India; and Allahabad Bank with
Indian Bank. That will mean a consolidation of
banks in India from 27 before 2017, to 12 after
the merger goes through. What are the upside
and downside of this move?

How does consolidation help?

For years, expert committees starting
from the M Narasimham Committee have
recommended that India should have fewer
but bigger and better-managed banks to en-
sure optimal use of capital, efficiency of op-
erations, wider reach and greater profitabil-
ity. The logicis that rather than having several
of its own banks competing for the same pie
(in terms of deposits or loans) in the same
narrow geographies, leading to each one in-
curring costs, it would make sense to have
large-sized banks. This may be true espe-
cially in India’s bigger cities and towns. It has
also been argued that such an entity will then
be able to respond better to emerging mar-
ket trends or shifts and compete more with
private banks. The Finance Minister has said
that the proposed big banks would be able
to compete globally and improve their oper-
ational efficiency once they lower their cost
of lending and improve lending. But none of
India’s banks including the largest, SBI, fig-
ures in the list of the top 50 global banks. So
that may be a long way away.

How does it help the government?

For over decades starting from 1992, the
government as the biggest shareholder of
over 25 banks had to provide capital for
them. To grow and lend more, the banks of-
ten need a higher amount of capital to set
aside also for loans that could go bad. With
the government not willing to lower its eq-
uity holdings and with a large slice of the cap-

Finance Minister Nirmala Sitharaman during a press conference in Delhi to
announce the merger plans. Amit Mehra

ital being set aside to cover for bad loans,
which have swelled over the last few years,
the burden of infusing capital rests on the
majority shareholder. This means marking a
large amount of money almost every year
during the last few years in the Budget for
many banks at a time when there is a huge
demand for funds for education, health and
other programmes. By reducing the number
of banks to a manageable count, the govern-
ment must be hoping that the demands for
such capital infusion will be lower progres-
sively with increased efficiencies and with
more well capitalised banks. It will also help
that the government can focus now on fewer
banks than in the past.

On what rationale were the banks for
the new mergers chosen?

The Finance Minister has said the govern-
ment chose these banks on the basis of en-
suring that there is no disruption in banking
services and that these banks benefited from
higher current and savings accounts (CASA)
and greater reach. In the past, the govern-
ment and the RBI had discussed potential
mergers taking into account banks that op-
erated in a particular geographical region or
had strengths in such regions. During

Raghuram Rajan’s tenure as RBI Governor,
one proposal discussed was to merge all PSU
banks headquartered in the East which were
inherently weak. In the currently proposed
mergers, this argument may apply mainly to
the Bengalaru-based Canara Bank and
Syndicate Bank. In the PNB-led merger,
Oriental Bank is also a Delhi-based lender,
while the strengths of midsized banks such
as Andhra Bank and Corporation Bankin the
South may complement Union Bank that has
a stronger presence in the West and else-
where. For Indian Bank, a conservative bank
and one of the few to have reported profits
earlier when many other banks were hurt-
ing, the high CASA of Allahabad Bank is
bound to help. That will imply cheaper
source of funds.

What are the potential downsides of
such amerger?

Smooth integration of operations always
poses a risk, especially with the prospect of
resistance from staff and unions in the entities
being merged. There are issues like cultural
fit, redeployment of staff, and fewer career
opportunities for many in a merged entity.
Another concern could be deterioration of
services and disruption in the near term as

the merger process gets under way. It could
also reflect in fewer options for customers;
an easing of the personal touch which many
of the midsize and smaller banks have. The
swelling of combined bad loans with some
of these mergers is also an issue.

Yet another worry is the possible creation
of what is known as systematically impor-
tantinstitutions, or those too big to fail, lead-
ing to the prospect of bailouts in the future,
which could hurt the government and finan-
cial stability. But a bigger challenge will be in
ensuring that there is no disruption in activ-
ity, especially lending, because of the pro-
posed mergers at a time when banks have
been loath to lend. Whether this will lead to
a further slowdown in lending for a while is
another concern.

What do these mergers signal for the
Reserve Bank of India?

The RBI keeps monitoring large institu-
tions whose potential failure canimpact other
institutions or banks and the financial sector,
and which could have a contagion effect and
erode confidence in other banks. A case in
point is the recent instance of IL&FS Group,
which defaulted on repayments hitting many
lenders and investors. The creation of more
large-sized banks will mean the RBIwill have
to improve its supervisory and monitoring
processes to address increased risks.

What has the global experience on bank
mergers been?

It seems mixed with some studies indi-
cating that only 50 per cent have succeeded.
Integration and cultural fit have been issues.

Can consolidation alone make a
difference to the state of Indian banks?

No. Governance of these banks has been
an major issue, which has dragged down
many. The government has spelt out some
measures to address that while indicating
that more steps could be in the offing. Former
RBIGovernor Y VReddy, in his DT Lakdawala
memorial lecture, had said the idea that con-
solidation of banks will solve the problem of
public sector banks is not correct. According
to him, if the problem is structural and of
governance, it does not matter whether the
banks are large or small.

3 decades ago, report that set merger template

SHAJIVIKRAMAN
CHENNAI, SEPTEMBER 1

POLITICS, ITis said, is the art of the impossible.
Inthe early phase of the UPA government’s first
term between 2004 and 2009, the Finance
Ministry headed by PChidambaram was push-
ing hard for consolidation of state-owned
banks. The first such proposed merger was of
two Mumbai-based banks —Bank of Indiaand
Union Bank of India. The boards of both were
toapprove the proposal after being nudged by
the government. But at the last hour, it was
called off after a political call by the Manmohan
Singh government, presumably taking into ac-
count the fallout of such a move in a coalition
that had the support of the Left parties.

The recommendations

When on Friday, Finance Minister Nirmala
Sitharaman announced the mega merger of
10 public sector banks into four, she was in ef-
fect implementing a plan whose outline was
contained in the report of an expert commit-
tee submitted nearly three decades ago. It was
that report, whose main author, Maidavolu
Narasimhan, is a 92-year-old former Governor
of RBI, that talked about merging banks.

Various governments and the Reserve Bank
of India have all been guided by the reportand
recommendations. The committee, appointed
by Manmohan Singh when he was Finance
Minister and at the peak of the balance-of-
payment and economic crisisin 1991-92, had
suggested a new banking structure in India
besides several other important measures in
its two reports. What it envisaged then was a
banking system with three or four large banks
at the top with a global presence and size,
eight to ten national banks which would cater
to the needs of local industry and infrastruc-
ture, and a bottom tier consisting of a large
number of regional or local banks.

The committee also favoured mergers to
build the size and strength of operations for
each bank. Since then, almost every major
committee for financial sector reforms has sug-
gested consolidation of banks or reducing the
number of banks owned predominantly by
the government. These include the commit-
tee appointed by the Planning Commission
during the UPA government’s term and
headed by Raghuram Rajan, the committee on
fuller capital convertibility headed by former
RBI Deputy Governor S S Tarapore, the one
headed by Percy Mistry, apart from the RBI
which laid outablueprintinadiscussion paper

on the way forward for Indian banking.

The rationale of experts for pruning the
number of government-owned banks, which
was over two dozen, was that with economies
of scale, they would be more efficient and prof-
itable. Besides, with pressure on government
resources and growing demands to fund so-
cial sector programmes, infusing capital for a
large number of banks would be adrag for the
government, especially with many banks un-
able toraise the required capital from the mar-
ketsdirectly. InIMay 2013, when Chidambaram
returned to the Finance Ministry after a stint
in the Home Ministry, said in his annual day
address at the Competition Commission of
India: “Some PSU banks among the 26 we have
may be better off merging. The need for two
or three world -size banks in an economy that
is poised to become one of the five largest in
the world is rather obvious.” In short, it is some-
thing on which the government (the largest
shareholder in many of these banks), the RBI
and experts have been on common ground.

The mergers that followed

There were mergers and amalgamations
during that period which involved private
banks such as HDFC and ICICI and also Punjab
National Bank. But the first big merger subse-

quently was when some of the associate banks
of the State Bank of India were merged with
the parent bank during the first term of the
Modi-led NDA government. Technically, or on
paper, that was a decision approved by the
boards of SBI and the respective associate
banks. It was rather an acquisition. But the last
of the relatively bigger mergers like this time
around (featuring four new entities and the
folding of some banks into a bigger lender) that
saw Dena Bank and Vijaya Bank being merged
into Bank of Baroda —all publicly listed entities
— was announced first by the government.

Inits report, the Narasimham committee
had made it clear that large banks should
merge only with banks of equivalent size and
not with weaker banks, which should rather
be closed down. That may not be the script
being followed in the last few cases, especially
when the accompanying steps announced by
the government indicated that boards of
state-owned banks would be strengthened.

Former RBI Governor Y V Reddy had said
inalecturelast year that the origin of PSU bank-
inginIndia was political through an ordinance,
its evolution has been political and its future
will perhaps be determined by political and
economic considerations. Last weekend’s big
move by the government reflects that.

The legacy of Firoz Shah, 14th-century ruler who built Kotla in Delhi

SOMYA LAKHANI
NEW DELHI, SEPTEMBER

DELHI'S FEROZ Shah Kotla stadium is set to
be renamed Arun Jaitley Stadium after the
former Finance Minister, who passed away
last month. The stadium takes its name
from a 14th century fortress. What is the
legacy of Firoz Shah, who built the fortress?

In his autobiography Futuhat-i-
Firozshahi, Firoz Shah described himself:
“Among the many gifts which God be-
stowed upon me, his humble servant, was
a desire to erect public buildings. So, I built
many mosques and colleges and monaster-
ies...Iwas led to repair and rebuild the edi-
fices and structures of former kings and an-
cient nobles which had fallen into decay
with the passage of time.”

And so, he built Feroz Shah Kotla (kotla
means fortress), peppered Delhi with gar-
dens, constructed canals, hunting lodges,
and repaired Qutub Minar, Hauz Khas (royal
tank)and Surajkund (lake of the Sun).In the
21st century, however, Surajkund is mostly
known for its annual crafts mela, Hauz Khas
forits bars and restaurants, and an auto ride
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to Feroz Shah Kotla on Bahadur Shah Zafar
Marg usually ends at the stadium nextto it.

Shama Mitra Chenoy, associate profes-
sor at Delhi Uinversity’s Shivaji College said,
“Firoz Shah was the first ruler to build a
fortress next to river Yamuna. It was quite
an urban sprawl.” In Percival Spear’s 1943
book Delhi: Its Monuments and History,
which has been updated and annotated by
historian Narayani Gupta and author Laura
Sykes, the latter calls Firoz Shah “a medieval
version of a management guru”.

Born to a Hindu princess, Firoz Shah
came to power in 1351,and died in 1388.He
built Feroz Shah Kotla, the fortress, on the
banks of the Yamuna and called it
Firozabad. Sykes writes, “According to an
old proverb, three things were necessary:
daria, badal, badshah (river, rainclouds and
ruler). The ruler stood ready, the rainclouds
could be hoped for, and of course the river
was waiting in the shape of the Yamuna: he
built the first of the river-based Delhis.”

In fact, Emperor Ashoka’s pillar, erected
near Ambala in 250 BC, was transported to
Delhi and placed in Firozabad. Spear writes,
“He found it when hunting and as he liked
old monuments, he transported it to Delhi

The Feroz Shah Kotla fortress. Only the stadium is being renamed. Express Archive

on a great carriage with 42 wheels.”

At the Ridge in north Delhi stands an-
other Ashokan pillar, smaller in size, near
Hindu Rao Hospital. It was moved from
Meerut to Delhi by Firoz Shah.

Professor Farhat Hasan of Delhi
University said that during his reign, Firoz
Shah did public construction activity on a
massive scale. “Welfare projects — gardens,
serai (inn), water supply — were his priority.

By improving sources of water supply and
irrigation facilities in Delhi and surround-
ing areas, he helped bring down the price
of food grains too. It’s a known fact that
Haryana’s irrigation systems go back to his
era,” said Hasan.

Professor Chenoy said that Firoz Shah
also built Dargah Qadam Sharif, which s lo-
cated in Delhi’s Sadar Bazar. She said, “Story
is that during his reign there was a saint

who went to Medina. People there loved
him so much that they gave him a stone
with the footprint of the Prophet. That stone
is on the grave of the saint’s grandson. His
other great contribution is a number of
beautiful shikargah (hunting lodges) and
hydraulic structures.”

In Spear’s book, Sykes writes that Firoz
Shah is regarded as the honorary founding
president of The Conservation Society of
Delhi and that the British called him the ‘fa-
ther of the irrigation department’ because
of the many gardens and canals that he built.

Professor Gupta said that during Firoz
Shah'’s reign at least 1,200 gardens existed
between Mehrauli and Firozabad. “He built
hunting lodges in north Delhi’s Ridge area,
one in Palam, and a third which came to be
called Kushak Mahal, located within the
Teen Murti Complex.”

Apart from indulging in building his
own structures, Firoz Shah “felt a sense of
responsibility” towards old structures that
needed repair,among which Qutub Minar,
Huaz Khas and Surajkund stand out. Spear
writes, “In his reign, an earthquake dam-
aged the two top storeys of Qutub Minar.
He repaired the Minar and added a little

pavilion at the top.” In the late 18th cen-
tury, however, during another round of re-
pair, an engineer called Major Smith re-
placed it with his own pavilion. Spear
writes, “You can see the two storeys which
[Firoz Shah] Tughlaq built because they are
built of white marble and are quite
smooth. The lower three storeys are the
ones which Qutbuddin and Iltutmish built.
of red sandstone.”

Firoz Shah also repaired Hauz Khas, the
royal tank built during Alauddin Khalji’s
reign in the late 13th century. Spear notes
that Firoz Shah built a madrasa onits banks,
and his own tomb is located at the corner
of where the college stood. “The college was
ruined by Timur’s invasion,” writes Spear.
Similar repair work was done at Surajkund.

Professor Hasan said that apart from
building new structures and restoring old
ones, Firoz Shah was also able to create a
“multi-lingual, multi-cultural space by pro-
viding patronage to poets, musicians, and
various linguistic communities”. He said,
“Under his patronage, premakhyan which
is Sufi poetry written in Awadhi grew. It was
anew genre of literature. He built many in-
stitutes for musicians and poets too.”
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NATION’S ORPHANS

NRC fails to bring closure in Assam. Flaw may lie in
the idea, not just the process

HE FINAL NATIONAL Register of Citizens (NRC) for Assam was released on

Saturday, buta closure to the citizenship issue in the state remains distant. In fact,

the initial response of political parties and civil society groups in Guwahati in-

dicates that the NRC may have opened up new fault-lines. The government has
done well to promise legal help to the over 19 lakh people who have been excluded. They
have awindow of 120 days to appeal before the Foreigners Tribunals, which have been pro-
vided additional staff and facilities. The government has also indicated that deportation of
the people rendered “stateless” is not on the cards — Minister of Foreign Affairs S Jaishankar
recently said in Dhaka that the NRC was India’s internal matter. However, political parties,
including and especially the BJP, have alleged that the NRCis flawed and threatened to chal-
lenge it in court. For the large number of people who have been living on the edge since the
process began in 2015, there is no end in sight to the uncertainty, it seems.

Citizenship and identity have been fraught issues in Assam for decades. The NRCwas in-
troduced in 1951 inresponse to a political demand that arose from the fear of migration, in
the backdrop of Partition, causing demographic and cultural upheaval. The subnationalist
politics that privileged Assamese identity over other categories, including class, caste and
religion, has since shaped the social imaginary in the region, with devastating consequences.
It has produced a narrative that plays on the fear of the “outsider” and a politics that borders
on xenophobia. Itis telling, however, that no party seems to be happy with the outcome of
the current exercise. For the All Assam Students Union and the BJP, the exclusions are fewer
than expected — the projected number of illegal immigrants in Assam, which has formed
the basis of contrived political spectres, has varied from one million to two crore. The BJP also
suspects that a substantial number of the affected are Bengali-speaking Hindus, whom it
wants recognised as refugees and accorded citizenship. With its proposal to amend the
Citizenship Act pending, the party has demanded re-verification of the list in districts bor-
dering Bangladesh, suggesting a communal reading of the NRC.

Instead of blaming the process, political parties need to recognise, perhaps, the flaw that
lies in the imagination that produced the NRC. Modern societies are shaped by migration
and it may be futile to engage in costly exercises to identify “outsiders”. Despite the fiasco
in Assam, BJP leaders are demanding NRCs elsewhere too — for instance, Manoj Tiwari
wants one in Delhi. During the 2019 election campaign, BJP President Amit Shah spoke
about “ghuspaithiye” and compared illegal migrants to termites. The time has come to steer
the conversation away from excluding people, and towards accepting the reality of migra-
tion and exploring ways to make it work better for the economy. The idea of citizenship
can’t be imprisoned within the framework of blood and soil or religion; it needs a broader,
more inclusive definition rooted in the liberal spirit of the Constitution. For now, however,
atthe end of an elaborate NRC process monitored by the Supreme Court, which has shown
unusual alacrity in doing so, the onus is on the court to ensure that human rights are not un-
dermined by short-term political interests.

PEOPLE VS BORIS JOHNSON

British Prime Minister, by trying to circumvent parliament on
Brexit, shows disdain for democratic institutions

AST WEEK, BRITISH Prime Minister Boris Johnson sought to justify the pro-

roguing of the UK Parliament for over a month by claiming it is “normal pro-

cedure”. Itis not. The most that Johnson — a prime minister who was selected

by a section of the Conservative Party and who hasn’t faced a general election
— can claim is that he has not technically broken the law. In fact, by asking the Queen to
suspend the House of Commons till just 10-12 days before the October 31 Brexit dead-
line, Johnson has shown complete disdain for the British people, the forum in which their
representatives make their voice heard, and for Westminster-style democracy itself.
Ironically, among the issues that Johnson and other “leavers” had cited as reasons for
Britain leaving the European Union three years ago was that the EU curtailed the powers
of the country’s parliament and the will of the British people.

Since June 2016, when the people of Britain voted by a slender majority to leave the
EU, the country's political class has been unable to form a consensus on the modalities of
the exit. Johnson’s predecessor, Theresa May, resigned after she was unable to convince
parliament of her Brexit plan. By all accounts, a no-deal Brexit will be an economic dis-
aster for the UK. Johnson claims he will negotiate a new deal at the EU council in September
and secure a parliamentary majority for a withdrawal bill before October 31. Either PM
Johnson can magically forge agreement in eight weeks on an issue that vexed his pred-
ecessor for two years or, as is far more likely, he is doing his best to circumvent a much-
needed debate and the messy compromises it would entail.

Britain does not have a formal, written constitution. But its laws and parliamentary cus-
toms have served it well because they are respected across political and ideological divides.
In the Westminster model, parliament is not just a procedural necessity. It frames the
will of the people, the source of political legitimacy. If Johnson wishes to suggest that the
mandate for his version of Brexit is greater than the voice of all the MPs that oppose it, he
must call a general election. The Opposition must ask for a vote of confidence in the gov-
ernment. Meanwhile, across the globe, as strongmen claiming a direct understanding of
the will of the people undermine institutions that act as a check on executive power, how
the first parliamentary system holds its own against this assault will be closely watched.
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WORDLY WISE
WE KNOW WHAT WE ARE, BUT NOT WHAT

WE MAY BE.
— WILLIAM SHAKESPEARE

Bits and economic pieces

A forum that facilitates cohesive thinking on economy,
also has ears of political leadership, is urgently needed

VIKRAM SINGH MEHTA

OVER THE PAST few weeks, there has been
much commentary on the economic slow-
down. Whether the cause is structural or
cyclical; whether the government should in-
ject liquidity or allow the private corporate
sector to stew in its woes. This division of
views is unsurprising. After all, it is a com-
monplace barb that three economists in a
room will eventually present four different
views. What is worrisome is that this divi-
sion appears to cut across the political and
administrative apparatus of the government.
The vice chairman of the Niti Aayog has
stated that the economy faces an unprece-
dented liquidity situation: “Not in the past
70years has the financial sector been in such
a churn (where) nobody trusts anybody
else.” The Chief Economic Adviser appears
somewhat more sanguine: “Some sectors
are doing well — the government does not
need a fiscal stimulus”. The Minister of
Transport and Highways, Nitin Gadkari, has
criticised the Niti Aayog for announcing a ban
on petrol and diesel vehicles. He said that the
Aayog was but a think tank with no execu-
tive authority, and that such decisions were
for him to take.

This apparent lack of cohesion in eco-
nomic thinking is worrisome because it
makes one wonder whether there is any eco-
nomic body in the government that has the
mandate to look at the big picture — that s,
evaluate the consequences of the macroim-
pact of seemingly unrelated sectoral eco-
nomic decisions —and also has the ear of the
political leadership. It is also worrisome be-
cause the consequences of lack of cohesion
can, in our connected economy, lead to
avoidable systemic damage. Let me illustrate
this point by drawing on the plight of the
auto industry.

Demand for transport vehicles (passen-
ger cars, heavy commercial vehicles, three-
wheelers and two-wheelers) has dropped
by 12.3 per cent in the first quarter of FY
19/20 over the comparable quarter of the
previous year. This is the sharpest decline
since 2001. No one can make the claim that
thisis entirely the result of government pol-
icy. There are deeper reasons particular to
the structure and dynamics of the industry
and every auto company will need to intro-

Our administrative
apparatus is vertically
structured within siloed
compartments. Bureaucrats
have a narrow remit and few,
if any, have the mandate to
take a broad view in order to
evaluate the consequences of
their decisions on the system
as a whole. There is no
forum to enable and
facilitate interdisciplinary,
interdepartmental and
collaborative economic
decision-making. We do, of
course, have the Niti Aayog
and the PM'’s Economic
Advisory Council (although
I must admit, I am not clear
on the latter’s mandate or
role). But the recent
exchanges suggest they do
not have the executive
authority to contextualise
sectoral initiatives within the
broader sweep of the macro
economy.

spect hard on the specifics of the internal
changes it must implement to tide over its
current market problems. But, equally, no
one can argue that the industry has not been
impacted by government policy. The deci-
sion last year to increase the maximum load
carrying capacity of trucks knocked the bot-
tom out of the market for Heavy Commercial
Vehicles. Demand for this category has, since
that decision, fallen by around 20 per cent.
The generalised constriction on retail financ-
ing by banks has squeezed dealers out of
their working capital and dampened con-
sumer demand. Consumers could, at one
time, borrow upto 90 per cent of the cost of
avehicle. Now, they are fortunate to get even
65 per cent. Auto loans, incidentally, account
for barely 2.5 per cent of banks’ NPAs. The
tightening of safety norms or the fast for-
warding of the BSVI emission norms have
raised the cost structure and, consequently,
prices.

All of these decisions might make sense
on a standalone basis. But when considered
through the prism of their collective impact,
they acquire some rough edges. This is be-
cause the auto industry sits at the nub of the
manufacturing sector. It accounts for 49 per
cent of manufacturing GDP and, according
to the Society of Indian Automobile
Manufacturers (SIAM), it supports, directly
and indirectly, 37 million jobs. The decline in
demand for its products has sent ripples,
therefore, across the macro economy. SIAM
has estimated that 5-7 per cent of those em-
ployed along the Auto Value Chain (original
equipment manufacturers, suppliers, ven-
dors) have lost their jobs and that all contract
hiring has stopped. It has also estimated that
GST collections from the auto sector during
the first six months of 2019 are Rs 6,000 crore
less than what was received by the finance
ministry during the first half of 2018.

I cite these figures not to make a case for
relief for the automobile industry —Iam a
director of Mahindra and Mahindra and do-
ing so might attract the criticism of conflict of
interest — but to substantiate the conse-
quences of lack of cohesion in economic
management. Itis also to make the point that
sectoral initiatives must be viewed through
the prism of the broader economy.

In November 2008, at the height of the
global financial crisis, Queen Elizabeth asked
an assemblage of economists gathered to cel-
ebrate the opening of an extension of the
London School of Economics, why none of
them had anticipated the crisis. The academ-
icsresponded by letter in July 2009. They cat-
alogued the macroeconomic, regulatory and
behavioural reasons for the crisis but they
also wrote that whilst “everyone seemed to
be doing their own job properly” and “on its
own merit”, there was no one who under-
stood the risks (of what they were doing) to
the system as a whole. There was no one who
saw the whole picture and who appreciated
that “whilst individual risks may rightly have
been small”, the collective impact of these
risks could well trigger a systemic collapse.

Our administrative apparatus is vertically
structured within silo-ed compartments.
Bureaucrats have a narrow remit and few, if
any, have the mandate to take a broad view
inorder to evaluate the consequences of their
decisions on the system as a whole. There is
no forum to enable and facilitate interdisci-
plinary, interdepartmental and collaborative
economic decision-making. We do, of
course, have the Niti Aayog and the PM’s
Economic Advisory Council (although Imust
admit, Iam not clear on the latter’s mandate
or role). But the recent exchanges suggest
they do not have the executive authority to
contextualise sectoral initiatives within the
broader sweep of the macro economy. There
is a need to fill this lacuna.

This is certainly not the first call for an ad-
ministrative overhaul. Many reports have
been written on the subject and this article is
treading a well-trodden path. But, against
the backdrop of the current economic down-
turn, I am reminded of Rahm Emanuel’s
(chief of staff to President Obama in 2009)
exhortation to not waste a “serious crisis”
and to grab the “opportunity to do what
(one) could not do before”. The opportunity
now exists to dust off and implement the rec-
ommendations that call for a cohesive and
integrated platform for economic manage-
ment.

The writer is chairman & senior fellow,
Brookings India

DrvDAS IsSN'T A WOMAN

Aman’s heartbreak is celebrated on celluloid, a woman’s loss is hardly depicted

EKTAA MALIK

“BAAT BIGDI HAl iss gadar/ Dil hai toota,
toote hain hum/ Tere bin ab na lenge ek bhi
dum/ Tujhe kitna chaahein aur hum,” hums
Arijit Singh in Kabir Singh (2019), as the
eponymous character played by Shahid
Kapoor comes to terms with his heartbreak
— and the end of his “happily-ever-after”
dreams with his college girlfriend, Preeti
(Kiara Advani).

The film, a huge commercial success, was
panned by critics and a section of filmgoers
alike for its blatant misogyny. In the 172-
minute-long film, heartbreak is used as an
excuse for self-sabotaging behaviour, includ-
ing a suicide attempt. But Hindi film and
heartbreak have had a long, symbiotic rela-
tionship: Bollywood wields heartbreak as a
tool to justify toxic masculinity and gener-
ates yet another poster child — whoever is
the reigning A-list male star. But where are
the women and their heartbreak stories?
Aren’t they the other half who suffer when
a loving relationship comes apart at the
seams? So why don’t we see women crying
their hearts out on screen with abandon, or
beating up people or drinking themselves
silly? Or having a streak of lovers, as their
male counterparts in films do?

Women, more often than not, are the
perpetrators in a heartbreak. The song in
Kabir Singh uses the phrase “toote hain hum”
— broken — and also evokes the fatality of
the that emotion, with “Tere bin ab na lenge
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Hindi films and heartbreaks
have had a long, symbiotic
relationship: Bollywood
wields heartbreak as a tool to
justify toxic masculinity and
generates yet another poster
child — whoever is the
reigning A-list male star. But
where are the women and
their heartbreak stories?

ek bhi dum/ Tujhe kitna chaahein aur hum”.

In the 1975 film Amanush, Kishore
Kumar sings “Dil aisa kissi ne mera toda/
barbadi ki taraf aisa mora”. The next line
blames the heartbreak, and in turn the
heartbreaker, for turning a man into beast:
“Ek bhale manush ko amaanush banaa ke
chora.” In Munna Bhai M.B.B.S (2003), there
is a scene which shows a young adult male
explain his second suicide attempt: “Kyunki
ladki chhod ke gayi”. It results ina song and
dance routine with Sanjay Dutt flexing his
biceps.

Devdas — novelist Sarat Chandra
Chattopadhyay’s iconic character, and the
films that it has spawned — is a pop-culture
phenomenon. He is the patron saint of
Bollywood’s heartbroken. Actors K L Saigal,
Dilip Kumar, Shah Rukh Khan and Abhay
Deol have all seen considerable success in
their rendition of the alcoholic-heartbroken
lover. We never experience the agony of Paro,
separated from her childhood sweetheart:
We only see her later as the dutiful daugh-
ter-in-law of the household that she married
into.

There are some exceptions. Kajol cries in
the rain to “Tujhe yaad na meriaayi” in Kuch
Kuch Hota Hai (1998). Karisma Kapoor
dances in an envy-fuelled rage when she
sees Madhuri Dixit dancing on “her” stage
with “her” man (Shah Rukh Khan) in Dil To
Pagal Hai (1997). A salwar-kurta wearing

Kareena Kapoor, sans makeup, eats a bread-
and-jam sandwich in Jab We Met, as she nav-
igates a boyfriend-less life in Shimla. The
other template features the scorned and
spurned women, who are then relegated to
the scheming vamp trope — the woman
who will do anything to get “her man” back.
For example, films like Aaina (1993), Khal-
Naaikaa (1993) and Pukar (2000).

But all these instances are reduced to one
song and one film, at best. We never hear
the gut-wrenching sobs that are a definitive
byproduct of heartbreak for women, as
much as they are for men. So I wonder why
we haven’t had a female version of Devdas?
Because crying women look “unattractive”
on screen? Or the thought of women, un-
kempt, polishing off tubs of ice-cream and
vodka seems unpalatable to the male popu-
lation at large?

Heartbreak can be debilitating.
Personally, | have had my share, and it took
an intense phase of what is popularly known
as TLC to get me back on my feet — in addi-
tion to an extreme hair-cut and a foreign trip.
[ know many women with similar stories.

So, let’s just enjoy the idea that one day,
an A-list female actor can get drunk sense-
less and rage against the world at large and
men in particular, for the entire length of a
movie. Now that’s a film I would watch.

ektaa.malik@expressindia.com

Paolivkal irganlaihin

hehimd rinbs: Janais

SEPTEMBER 2, 1979, FORTY YEARS AGO

JAMSHEDPUR RIOTS

THE JANATA PARTY blamed “vested inter-
ests,” including some political organisations,
for the recurrence of communal trouble in
parts of the country. The national executive
of the party passed a resolution deploring
the outbreak of communal violence in
Jamshedpur and elsewhere. The executive
felt that “in these disturbances there is the
hand of vested interests, including some po-
litical organisations, which would like to cre-
ate a fear psychosis among the minorities
with a view to securing their political sup-
port”. The party apprehended that as the
general elections approach “such forces may
become increasingly active.”

PAYMENT AGREEMENT

LEADERS OF VARIOUS workers’ organisa-
tions were reported to have agreed to the
postponement of the interest payable on
compulsory deposits in cash for another year.
A finance ministry announcement said that
the was meeting convened by the finance
minister, H N Bahuguna, with representa-
tives of nine trade union organisations “to
contain inflation by restricting money supply
in the market”. Leaders of central workers’
organisations were stated to have agreed vol-
untarily to advise the workers to opt for re-
tention, for one more year, of the amount of
interest payable to them in cash as a part of
the instalment of compulsory deposits.

NO FREE PASS

THE GOLDEN PASS controversy involving the
railway minister, T A Pai, and the chief elec-
tion commissioner, has come at an unfortu-
nate time for the Janata (S) chairman, Raj
Narain. Narain will now not get the free travel
pass he is reported to have sought from Pai.
It is learnt that Narain wrote to the railway
minister eeking countrywide free travel facil-
ities for himself. Having already granted
Narain’s request for a pass for the Janata (S)
leader’s tantrik astrologer, there was little
likelihood of Pai refusing Narain a pass. Butin
view of the considerable embarrassment
caused to the involved parties, Pai is unlikely
to bestow a similar favour on Narain.
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WHAT THE OTHERS SAY

“President Bolsonaro should assure world leaders he’ll use aid to protect the

ecological wonder (the Amazon) from fires.”

— THE WASHINGTON POST

CR Sasikumar

Pakistan’s UN fantasy

Global community favours bilateral framework for India-Pak. But Pakistan refuses to see writing on wall

SuUJAN R CHINOY

AFTER FAILING TO get the UN Security
Council (UNSC) to take formal notice of its
antics over Article 370 and the situation in
Jammu and Kashmir (J&K), Pakistan has yet
again attempted to internationalise J&K by
writing to the president of the UNSC. It has
asked for “doubling the strength of the
United Nations Military Observer Group in
India and Pakistan (UNMOGIP) Observers
and to persuade India to allow them to pa-
trol on its side of the Line of Control (LoC) as
well”.In the letter, Pakistan Foreign Minister
Shah Mahmood Qureshi further requested
the UNSC to consider “all possible avenues
available under the UN Charter to fulfil its
responsibility of maintaining peace in the
region”.

Pakistan knows that India totally rejects
third-party involvement. Barring a few aber-
rant acolytes of Pakistan, the global commu-
nity, including the US, has openly favoured
the bilateral framework to address all the is-
sues between India and Pakistan. Yet,
Pakistan clings on to the idea of third-party
mediation or a UN role in order to create a
false alibi for continuing with the use of ter-
rorism as an instrument to wage a low-in-
tensity war against India. Pakistan has sought
UN mediation despite being bound by the
principle of bilateralism under the 1972
Simla Agreement.

UN resolutions have proved ineffective in
the past in getting Pakistan to withdraw its
occupying forces from Jammu and Kashmir,
as was required under the UN Resolutions of
April 21 and August 13, 1948, which have
since been overtaken by the bilateral Simla
Agreement and the Lahore Declaration
of 1999.

This has not prevented a desperate

Pakistan from turning its attention to UN-
MOGIP, another redundant vestige of the
past, long overtaken by the bilateral process
agreed to under the Simla Agreement. Its
genesis can be traced to the UN Commission
for India & Pakistan (UNCIP), which was set
up through UNSCR 39 on January 20, 1948.

By way of background, UNSCR 47 of April
21,1948 and the UNCIP Resolution of August
13, 1948, provided the basis for the
UNMOGIP’s establishment. The ceasefire
was bilaterally agreed to by India and
Pakistan on January 1, 1949, one day before
the UNCIP Military Adviser reached the mis-
sion area. The first of the UN military ob-
servers arrived there only on January
24,1949.

As outlined in para 3 of the UNSG’s Report
S/6651 of September 3, 1965, UNMOGIP’s
role was very limited, confined to observa-
tion of the Cease Fire Line (CFL) and moni-
toring of violations, if any. The limited man-
date was related to the CFL and the Karachi
Ceasefire Agreement of July 27, 1949, from
which it flowed, both of which ceased to be
operative when Pakistan committed aggres-
sion against India on December 3, 1971 and
declared a state of war against India the fol-
lowing day. The UNMOGIP’s mandate lapsed
as aresult, and did not legally extend to the
LoC, a materially different line which came
into being on December 17, 1971, following
India’s unilateral declaration of a ceasefire,
later accepted by Pakistan. The Simla
Agreement, which superceded all previous
agreements and committed both sides to a
bilateral framework, delivered the coup
de grace with regard to UNMOGIP’s
locus standi.

The UNMOGIP’s limited mandate renders
it incapable of monitoring the terrorist
havens on the Pakistani side of the LoC or
preventing cross-border infiltration. Nor is it
capable of preventing the frequent ceasefire
violations.

The Indian side has not lodged any com-
plaint over the ceasefire violations by
Pakistan since January 1972, which further
buttresses India’s standpoint on the UN-
MOGIP and denies it any role. Pakistan con-
tinues to lodge “complaints about ceasefire

Pakistan knows that India
totally rejects third-party
involvement. Barring a few
aberrant acolytes of
Pakistan, the global
community, including the
US, has openly favoured the
bilateral framework to
address all the issues
between India and Pakistan.
Yet, Pakistan clings on to the
idea of third-party mediation
or a UN role in order to
create a false alibi for
continuing with the use of
terrorism as an instrument
to wage a low-intensity war
against India.

violations by India” with the UNMOGIP,
which issues reports containing the unilat-
eral “complaints” made by Pakistan. This is
yet another example of obfuscation by
Pakistan of facts relating to Jammu
and Kashmir.

Inrecent years, the Government of India
(Gol) has taken the right steps vis-a-vis the
UNMOGIP. In response to a question in
Parliament on August 13, 2014, the then
Minister of State for External Affairs, V K
Singh, stated that the UNMOGIP was man-
dated to supervise the CFLestablished in July
1949 under the agreement between military
representatives of India and Pakistan, and
that with the signing of the Simla Agreement
and the establishment of the LoC, its role had
become redundant, and further, that it had
“outlived its relevance”. The Gol has taken
various steps asking the UNMOGIP to vacate
government properties in India, which had
been provided free of charge until then.
Action has also been taken to monetise var-
ious other facilities that were earlier being
provided free of cost to the UNMOGIP.

Given President Donald Trump’s strong
criticism of the performance of the UN and
his lamenting the fact that the US provides
one-fourth of its budget, it is worth noting
that the US alone contributes $4.3 million,
the lion’s share, of the UNMOGIP’s annual
budget of $19.7 million.

These funds could be better utilised to
achieve Sustainable Development Goals in
developing countries, including for the long-
suffering people of Pakistan, who have yet to
realise their true potential as a result of the
appalling policies and abysmally poor track
record of successive Pakistani governments
and military rulers. Prime Minister Narendra
Modi has, on many occasions, driven home
the point that eradication of poverty and eco-
nomic development are the primary and
common challenges confronting both coun-
tries and that both countries should work to-
gether for the welfare of their peoples.

The writer, a former Indian Ambassador with

extensive experience on UN and national
security issues, is director general of Institute
for Defence Studies and Analyses, New Delhi
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THE KASHMIR CATALYST

WHILE DAWN THIS week has brought into
focus a variety of issues beyond Kashmir —
from Pakistan’s political scenario to the econ-
omy and climate change challenges — The
Express Tribune has maintained a somewhat
jingoistic stance. Some of its contributors
have invoked Nazi Germany in polemical at-
tacks on India, while others have called for a
muscular, military response to the change in
Jammu and Kashmir’s status.

Dr Moonis Ahmar, in his column in The
Express Tribune on August 30, has taken an
alarmist position on “India’s ethnic cleans-
ing" in Kashmir. After talking of rape, mur-
der and other heinous crimes to make a
polemical point, Ahmar “warns” India on not
learning the lessons of history: “The Indian
state has failed tolearn lessons from the pol-
icy of genocide and ethnic cleansing which
was pursued in the past by militaries in dif-
ferent parts of the world. India must under-
stand the lesson of the history that despite
its 800,000-strong armed force, it will not be
able to crush the nine million Kashmiri
Muslims who are facing the worst humani-
tarian crisis in the form of curfews, commu-
nication lockdown and shortage of essential
commodities, including medicines.”

For Ahmar, the Indian policy has three as-
pects. First, “to humiliate and degrade
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Kashmiri Muslims”. To substantiate this
point, he uses as fodder the ill-informed
statements by leaders of the BJP and Sangh
Parivar claiming that Indian men can marry
Kashmiri women, assault them, etc. Second,
he acknowledges that there are people in
India who are standing up against the gov-
ernment’s moves in Kashmir and as such, the
jailing of leaders in Kashmir, stifling of dis-
sent within the Indian heartland is an exten-
sion of the government’s ideological posi-
tion. Third, Ahmar calls for Pakistan to
intervene: “in a situation when the Kashmiri
Muslims under the Indian occupation are
facing the worst kind of human rights’ viola-
tions, it is high time for Pakistan to practi-
cally support them.”

The editorial in The Express Tribune on
August 31 expresses its admiration for the
Pakistanis who showed up on the streets in
“solidarity” with the people of Kashmir:
“Tens of thousands of Pakistanis yesterday
poured onto the streets in almost all big and
small cities and towns of the country in a
government-led demonstration of solidar-
ity with the Kashmiris who have refused to
accept New Delhi’s illegal annexation of their
abode on August 5.”

The editorial asks citizens of Pakistan “to
keep the Kashmir issue burning”.

The implication to be drawn from both
the article and editorial is obvious. Kashmir

is becoming a way to whip up nationalists
sentiments in Pakistan, too.

ISLAND’S DILEMMA

Jayanath Colombage, a former Navy chief of
Sri Lanka and strategic analyst has an article
in The Daily Mirror taking off from a seminar
on the Indian Ocean littoral and its strategic,
environmental and economic potential.
He cites the speeches from analysts across
the region.

According to Colombage, Sri Lanka can
“shape the Indian Ocean environment”. But
the strategic dilemma comes from being a
small economy which can only leverage its
strategic position and geography to meet its
development goals: “World Bank Group re-
leased a report in 2018 stating that 50% of
world infrastructure needs are in Asia. The
same report indicated that Asia needs USD
460 Billion from 2016-2030 to develop infra-
structure.Where can this many come from?
Canitbe from traditional donors, self-financ-
ing, own banks or multi-lateral lending? The
answer is no. It has to be FDI. But it is not
coming. FDI to Sri Lanka is 1.2% of GDP in
2018... We are unable to make decisions
based on economics.We have or we are com-
pelled to undertake strategic balancing.”

For India, which is in competition with
China in Sri Lanka as well as vying to be a

power in Indian Ocean, the concerns of its is-
land neighbour are worth paying attention to.

ARUNDHATI'S MISTAKE

The August 28 editorial in The Dhaka Tribune
attacks Arundhati Roy for defending Pakistan
with falsehoods. However, the editorial
made an error (whichit later corrected): The
statement it said was “recent” was actually
made by Roy in 2011. Nonetheless, her de-
fence of Pakistan has many in Bangladesh
upset. The editorial reads: “The Indian au-
thor said:“The State of Pakistan has not de-
ployed the army against its own people in
the way that the democratic Indian state
has.” We cannot agree with this statement,
which at best is incorrect and at worst looks
like an attempt to whitewash the sins of the
Pakistan army.”

The editorial further responds: “To this
day, Pakistan refuses to acknowledge the
atrocities committed against our people in
1971 — crimes which included murder, tor-
ture, rape, and looting. Thatis why it is all the
more inexcusable that a writer and activist
of the stature and reputation of Arundhati
Roy would make a blatantly false statement
that aligns perfectly with Pakistan’s own de-
nials of its crimes.”

The editorial has asked that Roy not di-
minish the Bangladesh freedom struggle.

The tarmers’
finance minister

Arun Jaitley hoped to transform agri-markets,
subsidy structures. Implementing these ideas
would be a fitting tribute to him

FROM PLATE TO PLOUGH
ASHOK (GULATI

THERE HAVE been several obituaries of
Arun Jaitley. Most focus on his contribution
to the BJP as a political strategist, or to the
nation through GST-type reforms, or as per-
sonal friend, including by those occupying
the opposition benches in Parliament. But
I have not read anything about how he con-
tributed to agriculture policies. And that's
what I want to focus on.

Before I venture into this less-known
aspect of Jaitley’s contribution, let me say
that we both studied together at the Shri
Ram College of Commerce (SRCC), in the
same batch (1970-73), with Arun in com-
merce and me in economics honours. After
SRCC, he wenton todo a degree inlaw and
[ pursued economics in Delhi School of
Economics. But I did watch his rise in poli-
tics and public affairs from his Delhi
University Student Union (DUSU) president
days to being imprisoned during
Emergency, and then later being the
crowd-puller for Atal Bihari Vajpayee dur-
ing his election campaigns. Like Arun, I too
had the privilege to work with Vajpayee ji
when he became prime minister in 1998.
But my interaction with Arun onissues re-
lated to agriculture started more when he
became finance minister in the Narendra
Modi government in 2014.

In 2015, at Rashtrapati Bhavan, I hap-
pened to be one of those Padma awardees.
Immediately after the ceremony;, Jaitley,
who was sitting in the front row, came to
congratulate me and then said, “Ashok, |
read your piece ‘Lead from the Centre’ to-
dayin The Indian Express,and what you are
saying, that we need to invest much more
inirrigation, makes a lot of sense to me, es-
pecially when India is facing occasional
droughts.Ithink we can doit.” Ithought his
words were a normal gesture on such an
occasion. But I was pleasantly surprised
when [ found him announcing a special
scheme for a “Long Term Irrigation Fund” of
Rs 40,000 crore through NABARD in his
next budget speech. The scheme helped
many languishing major and mediumirri-
gation projects to move somewhat faster
towards completion. He was a silent doer
with regard to many such schemes.

On another occasion, I was called to give
a presentation to him and his key advisors
in the Ministry of Finance on revamping
the crop insurance scheme in the wake of
the back-to-back droughts of 2014 and
2015. He listened attentively and then
asked how much extra it will cost. And my
curt reply was that the central government
was already giving away to states about Rs
6,000-7,000 crore per annum through the
PM'’s Disaster Relief Fund. The modalities
adopted in compensation were not very

surance system (I suggested it be weather-
based with high-tech automatic weather
stations installed all over the country), it
may cost the Centre a bit more — say an-
other Rs 5,000-7,000 crore, but it can be
made more science based. His immediate
response was, “This is doable”. After that
presentation, what I heard was an an-
nouncement by the prime minister about
the revamped PM'’s Fasal Bima Yojana on
Baisakhiday as a gift to Indian farmers. Itis
still going through teething problems as,
instead of being weather based, it was
rolled out on crop cutting experiments,
which can be manipulated through the
patwari system.

But the biggest agri-idea that came
from Jaitley, and many heard it during the
last year or so on various occasions, was
when he said that the highest pay-off from
economic reforms, after the GST reform, is
to come from agriculture. He knew that
agriculture is a state subject, and if one has
to reform agri-markets by amending
Essential Commodities Act and APMC Act,
engaging states in “cooperative federalism”
would be essential. He spoke about this
ideaq, loud and clear, at one of the founda-
tion day functions of NABARD. He was also
clear that the push for such a reform has to
come from the Centre. In fact, he even
asked NABARD to initiate some spade work
in this direction.

Similarly, if one has to undertake any
tenancy reforms with a view to open up
land lease markets, the blueprint has to be
of something like the GST council, involv-
ing both the states and the Centre.

The other big agri-idea with which
Jaitley concurred was to gradually trans-
form various subsidies in the agri-food
space to cash transfers directly into the ac-
counts of beneficiaries. He said this while
releasing one of my books, Supporting
Indian Farms the Smart way, in 2018. The
book was based on two years of in-depth
research on how different agri-policies im-
pact Indian farmers, agriculture, food se-
curity, natural resources, especially water
and soil, etc. The central message was that
Indian agricultural policies have an inher-
ent consumer bias, and that input subsi-
dies related to fertilisers, power, irrigation,
interest subvention, etc do not promote ef-
ficiency in their use. Instead, they are creat-
ing several environmental problems like
groundwater depletion. The best way for-
ward would be to give these subsidies di-
rectly to beneficiaries in cash and free up
the highly subsidised prices of fertilisers,
power etc. He echoed this in his speech and
said that this is surely a “smarter” way to
help our farmers.

Itis sad that Arun Jaitley’s health dete-
riorated so quickly and he is no longer with
us. The best tribute to such a personality is
to implement his ideas fully, in good faith.
Can the Modi government create a GST-
type council for agriculture reforms and re-
alise his wishes by implementing agri-mar-
keting reforms and transferring agri-input
subsidies directly to beneficiaries’ accounts
through Aadhaar? That would be the most
meaningful tribute to Arun Jaitley.

Gulatiis Infosys Chair Professor for

scientific. But if you go for a proper crop in- Agriculture at ICRIER
LETTER TO THE EDITOR
VERDICT REVISITED
THIS REFERS TO the article, ‘The darkest LETTER OF THE
ki
’ WEEK AWARD

hour’ (IE, August 29). Along with Justice
Chandrachud and Justice Beg, Justice
Bhagwati was one of the judges in-
volved in the ADM Jabalpur judgment.
Thirty four year after that verdict, Justice
Bhagwati confessed that he had made
a mistake in concurring with the ma-
jority view. The lone dissenter Justice
Khanna was not elevated to the post of
CJI. However, he was made chairman of
the Eighth Law Commission.
Ashwinkumar N Karia via e-mail

TIGERS AND HUMANS

THIS REFERS TO the article, ‘Fewer hu-
man sightings’ (IE, August 30).It’s heart-
ening to know that India’s wild tiger
population has increased by more than
30 per cent in four years. But the figures
should be treated with some caution as
the rise may indicate better counting
procedures because this comprehen-
sive survey is based on information col-
lected by wildlife officials across
380,000 sq km of land and on the basis
of data collected from almost 350,000
images taken by 26,000 camera traps
inknown tiger habitats. The census may
suggest more tigers are breeding in pro-
tected areas but there were worrying
signs of tigers not able to safely disperse.
If we want our numbers to be stable
tigers need to disperse.

Sanjay Chopra, Mohali

To encourage quality reader
intervention, The Indian
Express offers the Letter of
the Week award. The letter
adjudged the best for the
week is published every
Saturday. Letters may be
e-mailed to
editpage@expressindia.com
or sent to The Indian
Express, B-1/B, Sector 10,
Noida-UP 201301.
Letter writers should
mention their postal
address and phone number.

THE WINNER RECEIVES
SELECT EXPRESS
PUBLICATIONS

THIS REFERS TO the article, ‘Fewer hu-
man sightings’ (IE, August 30). Merely
talking about an increase in the tiger
population is not just enough. There
are many ecological disturbances the
world over. The Amazon rainforest fire
is one such. Humans should stop
encroaching into the world of wildlife
and learn to give spaces to species to
survive.

Gracy Singh, Delhi
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