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L-1 has hurt govt & PSUs,
so good if CVC reviewing it

In the case of PSUs, abolish L-1 where the market is a
competitive one; make it more flexible for govt tenders

IVEN THERE ARE around 340 central PSUs alone, and possibly 2-3
timesas many owned byvarious state governments, itis clearthateven
an aggressive privatisation programme can’t fix the problem of PSUs
rapidly losing value; in which case, reforming the way they are run has
to be top priority. While heavily unionised workers,and vast overstaffing is a major
reason for the poor performance of PSUs, equally important is the issue of what is
called L-1-itis, or the fact that,since PSUs are seen as an arm of the state under Arti-
cle 12 of the Constitution, they have to issue tenders for most purchases/contracts;
indeed, they do not have the freedom to enter into JVs, or other such partnerships.
In the case of ONGC, for instance,when it tried to tie up with Brazil’s Petrobras and
Norway’s Statoil, which had deep-sea drilling experience, it was told it needed to
floata tender even though the firmswere both PSUs; had ONGC been able to do the
tie-up,chancesareitwould have done abetterjob in the deep waters of the KG Basin.
Similarly,one of the reasons for BSNL falling behind in providing mobile phone con-
nections is that, on at least two occasions, its tenders were challenged in court and
ithad togoin forre-tenders. Given howmost of BSNL's competitors, like Bharti Air-
tel,forinstance,have outsourced a large part of their network operations to firmslike
Siemens and Ericsson, not having such flexibility can cripple the organisation.

This is why it is good news that, as Hindustan Times reported, the Central Vigi-
lance Commission (CVC) is relooking the issue of L-1, to make it more responsive.
One solution being talked about is to replace the concept of L-1 (the lowest bidder
wins)with, for instance, Quality-cum-Cost-based-solution (QCBS) or Quality-Based-
Selection (QBS)where,instead of just the lowest bid, the govt/PSUwould first choose
the firm on the basis of technical parameters and then go in for a price-bid, or only
onthebasisof a technical evaluation.A Swiss-Challenge could alsobe adopted where,
onceafirm has givenits techno-commercial bid, this can be thrown open for others
to match. These are undoubtedly good suggestions, but as a general rule,as long as
PSUsare operating ina competitive environment,ideally, the concept of needing to
bid should be done away with. This can be done if Article 12 of the Constitution is
modified to say that PSUs which function in a competitive marketplace will not be
covered by it since, for them, the ability to respond quickly to market situations is of
paramount importance; as for a QBS-type of selection process, if the transaction is
large enough, such as an ONGC tie-up with a Petrobras or a Statoil, such a justifica-
tion will,in any case, have to be made to the company’s board.

While manywill argue that the change in procedures will result in large corrup-
tion, no system is foolproof. In the case of the Delhi airport privatisation bid many
yearsago,forinstance,despite the elaborate procedures, the evaluation of the bid was
faulty,and would have favoured one firm; thiswas stopped afteran alert bureaucrat
spotted this,and an expert groupwas set up torelook the post-bid evaluation process.
It is important to keep in mind that, while no system is foolproof getting work on
time—or even before time—is itself a very big saving given how lengthy delays of
even decades in many cases push up costs inordinately; had BSNL been able to
increase its mobile-phone capacity on time, for instance, this would probably mat-
terless than if the price-bid was not the most competitive.

Q2 GDP could be worse

In which case, even a 6% FY20 growth could be at risk

IVEN THE SLUGGISH loan growth, contracting four-wheeler sales and

slowingvolume momentum inahost of othersectors,itis notaltogether

surprising that factory output contracted by 1.1%year-on-year(y-o-y) in

August.The deterioration was particularly marked in segments such as
capital goods, which shrank 219% y-o-y on the back of a 7.2% y-o-y fall in July,and
durables, which fell 9.1% y-o-y, reflecting the very anaemic demand partly arising
from weak credit flows to many sectors of the economy. As has been pointed out,
despite excess liquidity to the tune of 200,000 crore in the banking system—the
system hasbeen ina surplusfor close to five months now—banks are being ultra-cau-
tiouswhile sanctioning loans.They are not to be blamed. For one, much of corporate
Indiaisstill fairlyleveraged,and in the current difficult environment,cash flows aren’t
improving. Moreover, the quality of corporate balance sheets remains worrying as
seen from the dailydowngradesbyratingsagencies.Indeed, the second NPAcycle has
started,and could get exacerbated byweakening commodity cycles, the global slow-
down,and also the unhelpful policies relating to the ownership and operatorship of
infrastructure assets;as experts have pointed out the IRRs for some infra projectsare
unremunerative given that prices are below market levels. The fact that state gov-
ernments have been dishonouring contracts—as has happened with some renew-
able energy projects—will also hurt banks’portfolios.

The offtake of loans by individuals, too, is slowing because incomes are growing
slowly and consumer confidence is low. It is precisely because companies don’t see
the need to produce when demand isn’t picking up that manufacturing is con-
tracting—the August data of anegative 1.2% was theworst in five years.Itishard to
see greenfield investments by the private sector picking up meaningfullyin the next
couple of years,and,as a share of GDP, it could actually fall. That is because capacity
utilisation is around 73%,and distressed assets are being bought at attractive val-
uationsvia the IBC route. Very few new projects are being announced.

However, existing projects that are stressed or stalled—like in the residential real
estate sector—canberevived with relatively small incremental investments.That could
then help fuel demand forarange of productsand,at the same time, help banks recover
theirloans.Over a period of time,household savings should move up,and can be used
to fund investments.Unless some sectors get an immediate boost, it is hard to see the
economy re-bounding. With high frequency data at their lowest levels since 2008,
growth in Q2FY20 could well be lower than the 5% y-o-y clocked in Q1FY20. That,
then,increases the risk of the economy growing at below 6% in 2019-20.

TwitterTAKEOFF

Railways model of Twitter governance can
help DGCA tackle errant airlines

ORLDWIDE, FLYERS HAVE found Twitter a convenient platform

toairgrievanceswithairlines,and thelatter, ever fearful of negative

publicity (remember Delta Airlines’s woes), have seemed eager to

redress these. That said, the Directorate General of Civil Aviation’s
(DGCAs) plan to harness Twitter to get airlines to serve customers better is going to
beatallask.Theaviation regulatorina meeting on Thursday directed airlines to offer
timelyredressal of all grievances,warning againstlaxity.It asked them to provide reg-
ular SMS updates of delays and boarding,and said that the airlines need to give drink-
ingwater, refreshments and meals to passengers stuck because of delays, in keeping
with the Civil Aviation Regulations (CAR).Although DGCAhad laid down clear norms
under CAR, these have been observed more in breach than in compliance.

While the DGCA started the Airsewa portal, it has not been as successful as
awareness regarding the platform hasbeen limited. Twitter governance can ensure
better service delivery,but the DGCA needs to come up with the right plan for this.
The current proposal, of airline resolving disputes raised on their respective Twit-
ter handles, is not only difficult to track but also impossible to implement. A Rail-
ways-style approach can work better. While Railways is the only operator, in this
case,the DGCA can askall complaints to be tagged to the DGCA account. This way,
not only would it be able to track requests, it would also be able to account for air-
lineresponse.And, if it hasworked in the case of Railways—the servicelists over 20
accounts for complaints besides its official Twitter handle with 4.15 million fol-
lowers—it can do so forairlines too. More important,what DGCA and airlines need
to address is the issue of refunds—ambiguity in CARs with regards to the mini-
mum period for refunds has led to airlines delaying these.

» Opinion

N A RECENT US

investor roadshow, a

portfolio manager at

oneof India’slargest for-

eign investors asked us,
“How do you get something done in
India after everybody important in the
government agrees with you?” His
rhetorical question is relevant; the gap
between India’s performanceand poten-
tialisnotalie,butadisappointment. For
example, most policymakers agree that
a $5 trillion economyneeds‘mass-ifying’
higher education because our farm to
non-farmtransitionis happening toser-
vices, not manufacturing. The agree-
ment that some traditional universities
do a poor job of balancing cost, quality,
scale,and employability triggered a re-
examination of a one-size-fits-all educa-
tion regulation that stifles innovation,
and led to lifting a ban on online higher
educationinJuly 2018.Yet,not one of the
35 universities that applied has been
licensed, and the posture and tone has
scared off another 150 eligible universi-
ties.This gap betweenintentionand exe-
cution must end; it handicaps Indian
universities over global ones, holds back
expansion of our gross enrollment ratio
(GER), and sabotages our $5-trillion-
economy ambition.

As context, the University Grants
Commission (UGC) banned online
higherdistanceeducationin 2015 inthe
name of consumer protection. Granted,
thattherewere surely somefly-by-night
operators, yet drunk driving is not an
argument against cars. But, UGC has no
jurisdiction over global universitieswho
continued toenroll over 1 million Indian
studentsannuallyinvarious courses.The
need forreformwasrecognised,and UGC
reviewed its decision in July 2018 by
inviting universities toapplyforlicences.
In January 2019, more than 35 applied,
but not one has yet received the go-
ahead. Besides, immediately issuing
online licences, we would like to make a
case for six policy changes:

End two separate regulations:
Separate regulations for open and
distance learning (ODL), and online
programmes is unnecessary, com-

plex, and akin to friendly fire. The |

EDUCATION 2.0

ONLINE LEARNING WILL 'MASS-IFY' HIGHER ED, WHICH IS WHAT A $5-TRN ECONOMY NEEDS.BUT,
35 UNIVERSITIES APPLIED FOR A LICENCE FOR ONLINE COURSES, AND NONE HAS RECEIVED IT

Over-regulation choking
online learning potential
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Sabharwal is with TeamLease Services and Rooj is with
Schoolguru Eduserve. Views are persona

frontiers between ODL and online
education are blurring; an on-
demand, on-the-go,always-on, mod-
ular,and multi-modal education sys-
tem is where they both are headed.
The regulator should evolve a single
regulation that sets basic bench-
marks, creates a framework for self-
governance, and dumps the licence
raj by allowing all universities to
launch online programmes.

Allow capacity expansion: The
monopoly of brick-and-mortar higher
education has been challenged by
onlinelearning and competency-based
education; more and more students are
turning to online education to pursue
degrees that may have been other-
wise—geographically or financially—
out of reach. However, UGC’s newfound
approach to control quality, which
allows only universities with a NAAC
grade above 3.26 and NIRF Top 100
rank to apply for the licence, places
hugeamounts of red tape in the way of
online learning expansion, and blunts
the expansion of GER in the country.
Parameters of quality should apply to
all formats of education, and not only
to online offerings. Blocking universi-
ties from launching online pro-
grammes murders the multiple statis-
tically independent and genetically
diverse tries that lead to innovation,
competition,and better value.

Move from regulation to super-
vision: UGC’s online regulations per-
mit universities to launch only those
courses which have one batch of grad-
uates—this thwarts innovation,auton-
omy, and competition. Regulations
should focus on providing a frame-
work, and permit universities to think
anew, collaborate with industry, and
launch new-age student focused, self-

paced subscription models in online
education. Universities will, then, not
only innovate for fresh students but
also forthosealreadyin the labour mar-
ket whowould come would bring their
aspirations, past experiences, qualifi-
cations, and current jobs. Repair and
Upgrade need a different thought
world than Prepare.
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2 OUT OF FOCUS

Congress leader Rahul Gandhi

The government took out the money from common
man's pockets and handed it to Ambani and Adani.
Both Modi and Khattar are working for businessmen
and keep deviating your focus from real problems

time work. The line between corporate
training and higher education is blur-
ring,and traditional models of provision
no longer work for these students. A
recentresearch report suggested that the
number of employed-learners is
expected to surpass that of traditional
learners in the next four years. Clearly,
labour market and education outsiders
need more flexibility in admission
processes, criteria, and deadlines. This
needs rolling admissions, and on-
demand exams.

Encourage employability:
Automation,artificial intelligence,and
intangible assets are transforming the
employment landscape; nobody can
predict the future, but we can make

ourselves worthy of it.

View technology as s  Employability is a func-

the medium: Current
online regulations
require universities to
recruit many employees

De-regulating
online education

tion of qualifications,
work knowledge, experi-
ence, job search strate-
gies and signalling value,

before launching their will enable amplified by networks;
online programmes. But, employers, E = (Q+WK+E+]JSS+SV)N.
advancements in tech- universities, Micheal Spence’s Nobel
pology, rpzf\c'hme.learr}- and students prize winning work on
ing, artificial intelli- . the signalling value of
gence, and bot-based to cor:nbln(? higher education has
services mean universi- apprenticeships, important implications

ties can use their existing
ecosystemsastheacade-
mic home for their dis-
tance and online
courses, and their exist-
ing administration

degrees, and
learning in ways
that are
currently banned

for recognising appren-
ticeships as a classroom,
having multiple on- and
off-ramps, and thinking
differentlyabout the reg-
ulatory regime for skill

teams to manage the T T Universitiesthatfocuson

online students. This
would mean a standard experience for
students irrespective of their mode of
learning. Leveraging technology shall
help optimise student service,
improve governance, fix accountabil-
ity and control costs—the benefits of
whichwill surely be passed on as lower
course fees because of competition.
De-regulateadmission cycles: The
stereotype of a university student as a
privileged,18-year-old,urban male,who
will spend three years, full-time, physi-
cally at the institution, no longer holds.
Today’s students are just as likely to be
female, older, from rural areas, and
studying part-time,concurrentwith full-

What’s on the table in Brexit talks

Even though the two sides
haven’t yet entered the
famed negotiating “tunnel,”
at least they appear to be
struggling toward the light

NO NEWS CAN be good news some-
times. The logic of past Brexit negotia-
tions suggests that the less we hear
about what is happening in intensive
Brussels talks, the greater the chance
that those talks are getting somewhere.
Once the details start to leak and the
anonymous briefings start,what is left
tends to be dead on arrival.

Yet even with scant details on the
new negotiations between the Brits
and the EU, orwhat concessions either
side might have made toactivate them,
it is possible to draw some conclusions
about what is being discussed.

First, what it doesn’t mean. The
quiet luxury wedding venue in
Cheshire,where the UK Prime Minister
Boris Johnson met with his Irish coun-
terpart Leo Varadkar on Thursday (dis-
coveringa“pathwayto a possible deal”)
is along way from the Justus Lipsius
building in Brussels, or wherever the
nitty-gritty of any possible Brexit deal
might be thrashed out.As my colleague
Lionel Laurent wrote on Friday, negoti-
ations don’t mean an agreement is a
sure thing; there are many degrees of
separation between the parties.

Anydeal must satisfy three require-
ments if it is going to fly politically in
the UK and the EU. It must let Johnson
bring Britain out of the bloc by October
31 or very soon after, as he has
promised his supporters. Second,
Northern Ireland must be deemed part
of the UK customs territory for any
future trade deals struck by Britain.
Third, an agreement would have to
avoid customs checks in Ireland that
would threaten either the Good Friday
peace settlement or the EU’s single
marKket rules.

Once a deal ticks those seemingly
contradictory boxes, it must also pass

RAPHAEL

Bloomberg

muster with the Democratic Unionist
Party of Northern Ireland. The DUP
leader Arlene Foster gets very twitchy
about anything that separates North-
ern Ireland from the rest of the UK.
Without her support of any compro-
mise agreement,itwill be very difficult
for hardline Brexiters in Johnson’s rul-
ing Conservative Party to back a deal.
That means Johnsonwould have torely
on Labour MPs if a deal came to a par-
liamentaryvote,although he would be
unlikely to put his initials on one with-
out some assurance of support from
his own side.

The window in which
to sell any agreement

Ireland’s own position is delicate
too. Any Varadkar concessions would
need tobeless onerous than the cost to
Ireland of accepting no deal. Each side
will be doing rapid calculations of
whether a deal works better than the
ugliest alternatives.

You can see why there has been an
11th hour push, though. If Varadkar
and Johnson hadn’t found their“path-
way,” there wouldn’t have been much
to discuss at next week’s EU council
meeting other than an extensiontothe
Halloween Brexit date.

That would have been grim for John-
son,who has been forced
by his own parliament to

wouldbesmall.lfasmany  For someone who  Seéek an extension if he
suspect, Johnson is con- h can’t strike a deal. For
sidering a variation on wont e someone who won the
part of his predecessor Conservative Conservative leadership

Theresa May’s maligned
Chequers deal—a “cus-
toms partnership” with
the EU but that includes
only Northern Ireland
rather than her plan to
include the whole of the
UK—agreement would be
difficult to secure and
implementationwould be
messy. It would also be
ironicsince Johnson resigned over May’s
planand the EU rejected it out of hand.

There is nothing in Johnson’s past
that suggests he is a slave to his posi-
tions,quite the contrary.Heis perfectly
happy, shamelessly so at times, of
changing with the wind if it delivers
political victory. By contrast, every-
thingin the DUP’s history suggests that
itdoesn’tbudge even when the case for
doing so is compelling. It says it won’t
accept Northern Ireland staying in the
EU’s customs union.

leadership on a
promise of leaving
on October 31, 'no
ifs or buts,"” having
to ask for a delay is
an unappetising
prospect

ona promise of leaving on
October 31,“noifsorbuts,’
having to ask for a delay is
an unappetising prospect.

On the EU side, they
had no doubt rather get
this done and move on to
otherthingsbeforeanew
European Commission
takesits seatand beforea
new budget is voted on
next year; especially if they can avoid
chucking Dublin underabus.

Even though the two sides haven’t
yetentered the famed negotiating “tun-
nel,”where they pore over the draftlegal
text of an agreement, at least they
appeartobe struggling toward thelight.
Thatdoesn’t mean they’ll get there. But
the alternatives of an eternal Brexit
process (orno deal) are far darker places.

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

employability over build-
ings,and research.

Education, employability, and
employment changelives in ways that
no subsidy ever can,and India’s prob-
lem is not jobs, but productivity. De-
regulating online education will
enable employers, universities, and
students to combine apprenticeships,
degrees,and learning in ways that are
currently banned. The poet Igbal once
said, “Dhoondh koi nayi raah khud ke
liye. Kab tak qadeem raahon par chalta
rahega?” (Find a new path foryourself;
how long will you keep walking on
ancient paths?).Time to take his advice
in higher education.

LETTERSTO

THE EDITOR

Even smog, odd
solution

The yearly tradition continues, as
smog rules the NCR-skies during
early morning & late evening hours,
and authorities continue to
procrastinate over the matter by
forecasting a further spike in
PM2.5/PM10 levels over the next few
weeks. Instead of distributing anti-
pollution masks to combat the falling
AQ)|, it is time that state PCBs take
due cognisance of the chronic
problem, which persists nearly
throughout the winter season every
year. It is well-implied that measures
forcing shut-down of power-plants,
restrictions on garbage-burning at
landfill sites, and use of green
crackers throughout the festive
season are insufficient to eliminate
the impediment. Proactive steps are
needed. Authorities ought to
steepen the learning curve, and act
before the smog-layer thickens.
Experiments based on road-rationing
scheme for a couple of weeks, with
multiple exemptions on offer and
lacking collaboration among
authorities, cannot work wonders in
the long-term. A strong political will,
and regular micro-monitoring is
needed to prevent the hazard and
preserve public-health. A hitherto
defensive approach towards the
known root-cause has aggravated
the problem. Besides imposition of
stringent traffic rules, a time-bound
plan is also needed to ensure
adherence to evolving emission
standards, expedite the launch of e-
vehicles, and implement a long-term
framework. It is time to explore
sustainable solutions and educate
the rural farmers, instead of
expending time towards non-viable
activities viz. impounding old
vehicles, halting construction
projects, generating artificial-rainfall
via cloud seeding, or brainstorming
on anti-smog guns.

— Girish Lalwani, Delhi
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N SUNDAY, OUR son,

Karna, his wife, and our

grandson dropped in for

dinner. While chatting,

conversation drifted to
the Economics Nobel Prize this year,
and we did some guessing and gossip-
ing about who might get it. Karna pre-
dicted that it would go to Abhijit Baner-
jee, Esther Duflo and Michael Kremer.
We all agreed that would be a fantastic
choice.The only question was: They are
so young (58 years, 46 years and 54
years, respectively); would this happen
this year or would we have to wait for a
fewyears more?

It is so rare to get the Nobel predic-
tion right that when I was woken up on
Monday morning by journalists calling
to get myreaction,and learned that the
Prize has just been announced and it
has gone to exactly the three names we
had talked about the previous evening,
I'was thrilled.

This is a richly-deserved award. The
prize has been given for their work on
randomised control trials used in the
broad area of poverty eradication and
policies for better health and education.
Research done by Abhijit, Esther and
Michael has transformed the way
development economics is practiced
nowadays, not just in the US, where
they are based, and India and France,
where Abhijit and Esther are from, but
the world over. The Poverty Action Lab
that they founded is active all over the
world, from Asia and Africa to Latin
America.

Let me give you a sample of some
theirworkwhich I have used elsewhere.
Ithadlong been suspected that thereis
a connection between the better provi-
sion of local public goods and the local
government having women leaders.
But, we had no idea which way the
causality runs. Is it that more progres-
sive villages elect women or women
leaders are more effective as policy-
makers and facilitate the better provi-
sion of public goods? Esther Duflo,
along with Raghav Chattopadhyay, did
an outstanding study of India’s deci-
sion to reserve some of the leadership
of local governments—village pan-
chayats—forwomen. Since the choice of
which seats are to be reserved for
women is done by lottery in India since
1993, following a constitutional
amendment, this turned out a perfect
setting for studying how the election of
women leaders could affect economic

BASU

Professor of Economics, Cornell University,
and former chief economist, IMF

Fighting

poverty:

Expertise from
experiments

The Nobel for Abhijit Banerjee, Esther Duflo, and Michael
Kremer is richly deserved. Banerjee's win should remind
India of the importance of fostering scientific thinking

The Royal Swedish Academy of Sciences
has decided to award the Sveriges
Riksbank Prize in Economic Sciences in
Memory of Alfred Nobel 2019 to

This year's Laureates have
introduced a new approach to
obtaining reliable answers
about the best ways to fight
global poverty. In brief, it
involves dividing this issue into
smaller, more manageable,
questions - for example, the
most effective interventions for
improving educational
outcomes or child health. They
have shown that these smaller,
more precise, questions are
often best answered via
carefully designed
experiments among the
people who are most affected.

FROM NOBELPRIZE.ORG

Abhijit Banerjee
Massachusetts Institute of Technology,
Cambridge, USA

Esther Duflo
Massachusetts Institute of Technology,
Cambridge, USA

Michael Kremer
Harvard University, Cambridge, USA

“for their experimental approach to
alleviating global poverty”

SHYAM KUMAR PRASAD

well-being in thelocality. By studyinga
massive data-set from West Bengal and
Rajasthan, they proved that the provi-
sion of local public goods, like water
supply,improves in statistically signif-
icantways invillages where women are
elected to lead.

Likewise, @ Michael = Kremer’s
research, done with Ted Miguel, on
what deworming in schools in Kenya
could do for child health and absen-
teeism of school students was quite
remarkable. By doing a massive ran-
domised controlled study, they showed
that benefits of deworming could be
staggering, way beyond the costs of
such an intervention. There are many
similar and important findings
recorded in the book by Abhijit Baner-
jee and Esther Duflo, Poor Economics: A
Radical Rethinking of the Way to Fight
Global Poverty.

It should be mentioned here that,
quite apart from the field forwhich the
three of them got the Nobel Prize, they
have made important contributions to
other areas of economics. Michael Kre-
mer’s research on O-rings, which uses
an analogy from the disaster that
occurred when the space shuttle, Chal-
lenger, crashed in 1986, to explain
poverty traps, was pioneering. It is a
model that I have used in my own work.
Abhijit Banerjee’s work on the mathe-
matics of herd behaviour, which he did
asaPhD student at Harvard University,
is an outstanding piece of research.

Congratulations toall three of them!
All three of them are not just great
economists, but also wonderful people
with genuine commitment to do their
bit for a better world.

It is worth pointing out here that
since I chair the Jury for the Infosys
Prize in the Social Sciences, I feel very
happy, personally, that two of the Nobel
Prize winners this year won the Infosys
Prize even earlier—Abhijit Banerjee and
Esther Duflo. (And Michael Kremer, I
may add, could not get it because hewas
not eligible!)

With Abhijit having studied at
Kolkata’s South Point School, Presi-
dency College and then at JNU in Delhi,
India should be proud of his achieve-
ment and remind itself of the impor-
tance of science and scientific thinking.
With the slowdown in India’s economic
growth, itis important for us to use this
prize notjust for celebration but to har-
ness the best of science and careful rea-
soning to policymaking.
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@® MISSION DRIVEN INNOVATION

Innovative

collaboration

KEUZER

Netherlands' State Secretary for
Economic Affairs and Climate Policy

India and Netherlands have been
cooperating on innovation for more
than a decade

ATER THIS MONTH, India will generously host a
State Visit by the King and Queen of the Nether-
lands, as well as an economic mission and a Tech
Summit with the Netherlands comprising four
cabinet ministers and more than 200 partici-
pants form companies, knowledge institutes and the gov-
ernment. Central to this are two things that will create more
win-win opportunities forboth countries: joint mission-dri-
veninnovation asawayto tackle global challenges and pub-
lic-private partnershipsasameans of finding cost-effective
solutions in the areas of water, health and agriculture.

More than a decade ago,India and the Netherlands began
to cooperate on innovation, this great driver of sustainable
economic growth. Together we started innovating in areas
of common interest, such as crop sciences, medical devices
foraffordable health,smart energy grids,big dataand urban
water systems. Over theyears,we have funded no fewer than
34 research projects,which not only generated new knowl-
edge and economic value, but also brought more safety,
health,and opportunities to our communities.

Take the LOTUSHR project, for example. India and the
Netherlands implemented a holistic approach to recover-
ingwater,energy and nutrients from the 1.6 million liters
of waste water produced by New Delhi each day at the Bara-
pullah Drain. In the past, this water would end up
untreated in the Yamuna, thereby polluting New Delhi’s
water source.This newapproach reduces water scarcity and
treatment costs and complements the Modi Government’s

Swachh Bharat mission to

S ————————— UV R A B s (e T
Key to our work has been
Together, India and  public-private partnerships

Netherlands can between government, the pri-

contribute towards vate sector and academia, an
. . approach pioneered by the
sufficient energy,  Netherlandswhen the country
water, food and began transforming into a
health for billions

knowledge economy in the
of PeOp|e, and 1980s. Partners from all three

domains share knowledge,

further schemes 001 investments and align
like Ayushman goals according to long-term
Bharat roadmaps, which allows all to

achieve better and more cost-
eeeeeeeeeessssssn  CLfective  solutions. The

Netherlands ranks highly on
the global innovation index and is the world’s second-
largest agri-food exporter.

Lastyear,the Netherlands innovated itsapproach toinno-
vation.Next tofocusinginnovation on practical,industry-spe-
cificsolutions,we nowfocus ourinnovation policyonahigher
purpose.Dubbed mission-driven innovation,we nowencour-
age public-private partnerships to address the global chal-
lenges that face mankind.The four social themes that inspire
our missions are Energy transition and sustainability, Agri-
culture,water and food, Health and Healthcare,and Security.

Inspired by these themes, the Netherlands has formulated
25 missions.These missions focus on ensuring a greaterand
healthy life expectancy, sufficient clean water and safe food,
lower greenhouse gas emissions, affordable sustainable
energy and a safe Netherlands to live and work in.

In addition to this, we have also identified the key tech-
nologies we need to realise our mission. These are among
others biotechnology, photonics,nano technology,artificial
intelligence and quantum computing. In the comingyears,
our focuslies on these four themes and the relevant key tech-
nologies through multi-year programmes that cover the
entire chain from fundamental research to market intro-
ductions. Thus,we may also address the societal challenges
we share with India along this route.

The State Visit and the Tech Summit will mark the begin-
ning of a new period in which India and the Netherlands will
begin work on a new bilateral knowledge and innovation
agenda. Together, we can contribute towards sufficient
energy,water,food and health forbillions of people. For exam-
ple,we can aim to double farmers’income through sustain-
able supply chains and provide accessible and affordable
healthcare, in line with the Ayushman Bharat scheme.

PMC CRISIS

F LATE, BANKS in India process, effective regulation of such banks

havebeen in the news forall

the wrong reasons—NPAs,

continued deterioration in

asset quality,grosslyinade-
quate capital levels, etc.

While the PMC is small compared to
the size and reach of most commercial
banks, it is still the fifth largest coopera-
tive bank.As of FY19 it had 137 branches,
deposits of 11,617 crore, advances of
38,383 crore, NPAs of 4%, capital ade-
quacy of 12% and a net profit of ¥99.69
crore compared to ¥100.90 crore a year
ago.This made PMC seem like a relatively
well-run co-operative bank.

After the whistle blower’s September
17, 2019 letter, the MD and CEO Joy
Thomaswrote adetailed five-page confes-
sion to RBI. RBI responding “swiftly and
promptly” curbed all activities of PMC
Bank and appointed an administrator for
six months. It was found that PMC Bank’s
exposure to the bankrupt Housing Devel-
opment Infrastructure Ltd (HDIL) was
%6,226 crore—four times the regulatory
cap with the single exposure limit for
banks being 15% of capital fund. It was
73% of the banks entire loan book.

In terms of RBI’s sweeping restric-
tions, curbs were placed on fresh lending,
accepting fresh deposits and investments.
Customers withdrawal was initially
capped at ¥1,000 (later raised first to
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Way down we go

Commercial banks vis-a-vis cooperative banks are subject
to greater regulatory rigors of RBI

SHARMA

Former general manager, Canara Bank.

310,000 and again to ¥25,000) from the
Bank, irrespective of the type, total bal-
ance or the number of accounts. In the
event of emergencies like hospitalisation,
etc., the RBI may grant a case-by-case
exception, thoughitisnot certain tocome
through. RBI also sacked the Board and
suspended the MD and CEO.

PMC created over 21,000 dummy
accounts (mostly of dead account hold-
ers), did creative banking and showed
large number of project loans and, worst,
deliberately delayed computerisation.
The FIR shows the modus operandi. HDIL
promoters allegedly colluded with the
bank management to draw loans from

the Bank’s Bhandup branch.

Further, PMC Bank had also reportedly
granted a personal loan of ¥96.5 crore to
HDIL’s promoter Sarang Wadhawan.These
aspects forced the bank to go down under.

Generally commercial and cooperative
banks are seen to be similarly placed but
thereare severalimportant differences.Con-
sidered in a proper historical and compara-
tive perspective,commercial banksvis-a-vis
cooperative banksare subject togreaterreg-
ulatoryrigors of RBI; generally, the levels of
manpower and operational efficiency are
discernibly higherand theyarealsorequired
to list on the stock exchanges, thereby sub-
jecting them to market discipline.

The genesis of cooperatives can be
traced to the formation of the Fenwick
Society on March 14,1761 in Scotland.
Cooperative Banksin India havealonghis-
tory of over 110 years in India. But unfor-
tunately, they seem to be failing more
often.The Madhavpura Mercantile Coop-
erative Bank failure of 2001 because of
Ketan Parekh is a case in point.

Historically, the dual control of the
state government and RBI has often been
identified as an important reason for the
mess. Nowonder, the number of coopera-
tive banks have steadily declined from
1,926in2004t01,551in 2018.

There have been several Committees,
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which have attempted to streamline the
functions and working of cooperative
banks in India, e.g., Satish Marathe Com-
mittee (1991), Madhav Rao Committee
(1999),N.H.Vishwanathan Working Group
on augmenting capital of urban coopera-
tive banks (2005), R Gandhi Working
Group oninformation technology systems
in urban cooperative banks (2007-08), VS
Das Group onan umbrella organisation for
the urban cooperative banking sector
(2009), YH Malegam Committee on licens-
ing of new urban cooperative banks
(2011),RGandhi Committee (2015).The R
Gandhi Committee recommended, inter-
alia, an accelerated winding up/merger

and meeting the capital needs of urban
cooperative banks in a greater measure.

Besides,with deposit insurance limited
toX1lakh perbankaccount,Indiaisamong
the countries with lowest protection to
depositors in the unlikely event of bank
failure.While India’s DICGC’s scheme cov-
ers 70% of bank deposits, accounts with
lessthan ¥11akh togetheraccount foronly
about 8% of cumulative bank accounts.

Issues of contagion effect, short-ter-
mism as against sustained growth, cor-
porate governance and conflict of inter-
est also need to be carefully considered
fora comprehensive assessment and per-
spective. RBI’s measures like revamping
its regulatory and supervisory structure
by creating a specialised cadre of super-
visory officers, strengthening its analyt-
icalvertical and enhancing onsite super-
vision, market intelligence and statutory
auditorroles for supervision and creating
an institutional mechanism for sharing
of fraud-related information among
urban cooperative banks (UCBs) like
Credit Fraud Registry (CFR) for commer-
cial banks are contextually significant.

In the ultimate analysis, given the
interplay between cooperative banks and
the socio-political system, the issue boils
down to greater political will toaddress the
fault-linesina coordinated and concerted
manner with a sense of urgency.
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