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Swimming againstthetide

Michael Phelps showed why leaders should get comfortable with

being uncomfortable

( t.
HUMAN FACTOR

SHYAMAL MAJUMDAR

ess than nine months before the

I 2008 Beijing Olympics, Michael
Phelps slipped and fell outside

his training facility and fractured his
wrist. Even as the world wondered
whether he would be able to resume
competitive swimming after doctors
said the fracture would take months to
heal, Phelps and his coach, Bob

Bowman, had other ideas. After much
coaxing from them, doctors surgically
repaired the wrist — and the champion
was back in water just 10 days later.

The rest is history as Phelps won
eight gold medals. Behind the aston-
ishing success was incredible hard
work. Phelps started swimming with-
out the use of his arms at all as the frac-
ture meant he could no longer count
on his long and powerful upper body,
and had to focus on the weakness of his
legs. Finally, Phelps won many of the
races at the Beijing Olympics using the
strength of his powerful new kick.

This is a perfect lesson in contin-
gency planning — you and your team
members must think through what
you are going to do if things don’t go
perfectly.

After he finished fifth in his first
Olympic final in Sydney in 2000 as a
15-year-old, Phelps said he used his

absence from the medal podium as
motivation. So he decided to get into
the pool the next day itself. Six months
later, he broke his first world record.

This just proves there is no shortcut
to success even for the mega-talented.
Phelps used to swim intensively six
hours a day, seven days a week, 365
days a year, for almost two decades. As
other swimmers took one day off in a
week, this habit gave him 52 days of
extra practice every year. “If you want
to be the best, you have to do things
that other people aren’t willing to do,”
Phelps said at the Hindustan Times
Leadership Summit last week.

His comments at the Summit were a
fantastic lesson in leadership — the stuff
champions are made of and their ability
to embrace adversity and leverage it to
their competitive advantage. Apart from
the hard work day after day, here are
some other lessons curated from Phelp’s

comments in various forums.

® Be prepared to succeed: Phelps
showed why it was important to get
comfortable with being uncomfortable.
Thus, preparation for all possible con-
tingencies is an important part of a
leader’s training. That way, nothing
that happened during a swimming
event would cause him to freak out or
leave his comfort zone. In short, set a
goal, figure out what you need to do to
achieve it and then pursue it with
everything you have.

® Never give up: Phelps experienced
many setbacks during the prime of his
life, including the wrist fracture before
the Beijing Olympics. But he fought
back every time. Consider this: At the
height of his career, a single photo, tak-
en from a cell phone, showing him
smoking marijuana at a college party
sent his life into a tailspin. He was
ridiculed, lost major contracts, was sus-
pended by USA Swimming and was so
depressed that he couldn’t even get out
of bed. But he did what only champions
did: he accepted his mistake, made
amends and then went on to recapture
the magic. In his public engagements,
Phelps has talked about the importance
of fiercely protecting one’s brand rep-

Who owns listed companies?

Institutional investors hold 41 per cent of the global market cap, with close to half of it as part of a passive strategy

OCASSIONAL ASIDE

AMIT TANDON

ow many listed companies
H are there across the world?

Approximately 41,000 at the
end of 2017. What is their market cap-
italisation? About US$ 84 trillion, the
same as global GDP that year. Where
are these companies listed? Ten per
cent by number, and 36 per cent by
market cap are listed in the US. Asia
accounts for the largest number 57 per
cent, and 37 per cent of market cap.
Exclude Japan, China, and other
advanced Asian countries, the rest of
Asia is home to 23 per cent of the com-
panies, but a paltry 5 per cent of the
global market cap. How many
investors are there? The dataset refers
to 77,456 unique investors. You can
find out all this and much-much more
from OECD’s publication Owners of
the worlds listed companies, released
this October.

Institutional investors hold 41 per
cent of the global market cap, with
close to half of it as part of a passive
strategy. The second highest owner-
ship is by the state, at 14 per cent.
Corporates, strategic investors and
families together own about 18 per
cent, with the residual being "free

float", defined as direct holdings of
retail investors and institutional
investors "that does not exceed the
required thresholds for public disclo-
sures of their holdings". Sixty-five per
cent of these investors, in terms of
market cap are in the US, 11 per cent
in UK. That since US is the deepest
market, foreign ownership in its mar-
ket is low (15 per cent).

Note that the ownership percent-
age given above is for the 10,000
largest companies and not the uni-
verse of 41,000 companies. These rep-
resent 90 per cent of the global market
cap.

Should who own’s companies mat-
ter? And what are its implications?
Three according to this study. The first
is, with institutions being the domi-
nant owners, and the rapid growth in
passive index-based investing, the
quality of oversight investors exercise
over companies is set to change. The
top-down approach suggests that irre-
spective of the risk, funds may have
no choice but to own companies. The
weak oversight is also a consequence
of the low fees the passive funds earn.
While this is true in the aggregate
there are exception. Larry Fink of
BlackRock cited the fact that many of
their funds are passive, and conse-
quently may end up holding shares
for a very long time, as being the very
reason to build a team to focus on gov-
ernance and engagement.

Though not covered by the study,
the growth of institutional investors
and in this the category of passive
funds, has a few other consequences,
two of which are worth highlighting.
One the power shift from funds and
fund managers to index providers who
now get to decide where the money

should flow. The second is the growth
of "smart beta" as an investment strat-
egy. (Smart beta is nothing but a set
of investment strategies that empha-
sise the use of alternative index con-
struction rules to traditional market
capitalisation-based indices.)

The second observation stems
from state ownership as the govern-
ment is the second largest owner.
Needless to add, here too there are
nuggets. That 56 per cent of the public
sector is owned by central and local
governments, followed by sovereign
wealth funds, pension funds and
state-owned enterprises. Dig even
deeper, the Peoples Republic of China

ey

accounts for "57 per cent of the total
public sector investments in global
equity markets", which is estimated
at $10 trillion. (Surprisingly state own-
ership in Norway is also high at
between 34-46 per cent.) More than 8
per cent of the listed companies have
government ownership that exceeds
50 per cent. On this basis of this, the
report concludes that given large gov-
ernment ownership “political priori-
ties, directly or indirectly will influ-
ence corporate decisions”. something
that will resonate with those investing
in the Indian market.

One of the other findings is that
concentrated ownership is not
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utation as it could take years and years
to build a strong brand. But about 60
seconds of bad judgement can make
you lose everything.
BSet clear goals: Phelps did, as he found
it helped to put his goals down on paper
and to frequently look them over, espe-
cially after a tough day. While earlier
he used to think about the next race or
the next practice, now he tracks long-
term goals — five, 10 and even 20 years
from now. It’s vital for a leader to adjust
his thinking to think that far ahead.
® Raise the bar after every success:
Writing down your goals and remind-
ing yourself about them is not enough.
You will have to set audacious goals as
an 8-year-old Phelps did. As Phelps said
at the HT Summit, he was not chasing
medals, he was chasing times. He knew
the times of all his competitors, he
knew his competitors better than they
knew themselves. He knew the times
he needed to get, so that no one could
touch him — ever. That means he never
compared himself with anyone else and
always tried to beat his past perfor-
mance.

It is obvious from all this that the
road to super stardom is not for the
weak hearted.

uncommon. In half the world’s corpo-
rations, the top three shareholders
own more than 50 per cent of the equi-
ty. While it is usually families or strate-
gic investors, in US and UK it is insti-
tutional investors. The 10 largest
institutional investors own 43 per cent
of the equity and in UK, 29 per cent.

The third conclusion focuses on
the implication of the concentrated
ownership by institutions. The plus is
that it in a sense does away with the
agency problem that afflicts widely
held companies. The negative is that
the larger asset owners might abuse
the rights of other smaller asset own-
ers — although no evidence is provided
to support this contention.

The OECD team is working on the
ownership structure in India and has
some preliminary findings, but using
data in public domain, we find that
institutional ownership, by December
2018, had increased 37.5 per cent (from
approximately 22 per cent in early
2009). This was due to the surge in
inflows to the domestic mutual funds,
the maturing of the insurance sector
and the take-off of the national pen-
sion scheme. While close to the global
number of 41 per cent, this is balanced
by the promoters/controlling share-
holders holding about 50 per cent in
their companies. And while the rela-
tionship between asset managers and
business owners is evolving to take
into account institutional ownership
showing clear signs of higher levels of
engagement, regulations and market
behaviour is still largely based on the
presence of a "controlling sharehold-
er". This is what needs to change.

The author is with Institutional Investor
Advisory Services. Twitter: AmitTandon_in

INSIGHT

Listen to NE's concerns

The havoc liquor is wreaking

YOGENDRA YADAV

ernment’s decision to introduce

prohibition in Andhra Pradesh has
once again exposed an ostrich-like head-
in-the-sand attitude of our opinion
shapers. By and large, they maintain a con-
spiracy of silence on the nation-wide men-
ace of rising liquor consumption. But as
soon as someone proposes prohibition,
they all wake up and attack it as an unwork-
able and populist measure, without quite
acknowledging the problem or ever both-
ering to advocate an alternative solution.

After CM Reddy announced his plans
for prohibition in a phased manner, edito-
rials in the English media were quick to
dismiss this as a populist move, a policy
that was designed to fail, if not a moralist
intrusion into matters of personal liberty.
Anti-liquor activists and movements con-
tinue with their simplistic belief that com-
plete prohibition is a fool-proof solution to
the problem. Between them, the moralis-
ing prohibitionists and libertarian anti-pro-
hibitionists have prevented an informed
and constructive debate on an issue that
deserves urgent national attention.

The alcohol menace keeps coming up
on the media radar and is pushed back
every time. In recent years, the govern-
ments of Bihar, Kerala and Haryana have
introduced different forms of liquor con-
trol measures. Bihar opted for complete

T he Y S Jaganmohan Reddy-led gov-

prohibition with mixed results. Kerala
preferred a more sensible policy of graded
reduction in liquor consumption. The
new government in Haryana has
announced a half-hearted policy of clo-
sure of liquor shops when demanded by
10 per cent gram sabha members.
Maharashtra has witnessed strong anti-
liquor movements leading to prohibition
in three districts. Anti-liquor movements
are strong in Tamil Nadu and Karnataka.
I understood the significance of this
issue in my padayatra of about 200 vil-
lages in the Rewari district of Haryana in
July 2018. Without an exception, women
in every single village listed increasing
liquor consumption as the number one
problem. They were desperate for any
solution. Panchayats are no good, they
said, as they get a commission in liquor
sale (yes, there is a formal payment per
bottle). They wanted, and tried, breaking
down or burning of liquor vends, but to
no avail. One woman took me aside and
proposed poisoning of liquor to get rid of
this menace once and for all!
Metropolitan intellectuals and policy-
makers have no idea of the nature of this
problem. They continue to think of drink-
ing through the prism of their own elite
social practice. They don’t realise that a
pegor two in an upper-class drawing room
is a very different thing from a-quarter-a-
day for a family that earns barely 300 dai-
ly. They think that any plea for liquor con-
trol is moralising. True, often Gandhian
and religious prohibitionists do make
drinking into a moral issue, which it is not.
In our country, alcohol is a growing health
hazard, economic problem and a social
menace. Sadly, the denial by our opinion
makers fits perfectly into the vested inter-
est of the liquor lobby and their nexus with
politicians to ensure that this menace
grows undetected and unresponded to.
This year, the Ministry of Social Justice
and Empowerment published a major

report, ‘Magnitude of Substance Use in
India’, based on a massive sample survey
across India. Add to these findings the
WHO’s latest data on alcohol use in India
from its Global Burden of Disease Study
and Global Status Report on Alcohol and
Health to understand the nature and
extent of this problem.

First, the extent of liquor consumption
is higher than we imagine: about 33 per
cent of adult males (but less than 2 per
cent of adult women) consume liquor. The
proportion of male drinkers is above 50
per cent in states like Chhattisgarh,
Tripura, Punjab, Arunachal Pradesh, Goa
and Uttar Pradesh. About 25 lakh children
in age group 10-17 also drink. Second,
drinking in India means ‘hard drinks’ or
spirits (which comprises 92 per cent of
total alcohol consumption, compared to
44 per cent global average) over wine or
beer. This increases health hazards. Third,
the amount of alcohol consumed by every
drinker is 18.3 litre per year on an average,
much higher than the global average. That
works out to about 50 millilitres of pure
alcohol, or five pegs, every day. The pro-
portion of drinkers who engage in heavy
drinking is 55 per cent in India, again high-
er than the world average. Fourth, nearly
one-third of drinkers, a total of 5.7 crore
people, are either dependent on or harmed
by alcohol use. They need help, but only 3
per cent of them ever get medical or psy-
chological help needed. Finally, there is a
direct and measurable impact on health.
At least 2.6 lakh deaths every year can be
directly attributed to liver disease, or can-
cer or accidents caused by drinking.

Besides health, drinking has serious
socio-economic consequences, especially
for the poor. An average rural family
spends about 2.5 per cent of its income on
intoxicants, which may be one-eighth of
its disposable income once the basic
necessities are paid for. An addict could
be spending anything between one-fifth

to one-half of the total family income on
his own drinking. In social terms, the
brunt of drinking is borne by women. Wife
and child beating, social violence, sexual
abuse, family discord and break-up, and
child neglect are some of the most obvious
results of drinking. No wonder, most wom-
en hate drinking. By now it is an estab-
lished fact that for every litre of liquor, the
poor suffer more in terms of health and
social consequences than the affluent.
Given the seriousness of the problem,
it is nothing short of a scandal that liquor
control policy does not figure on India’s
national agenda. It is not hard to imagine
what such a policy might be like. Total pro-
hibition is unlikely to figure there because
it has proven counter-productive far too
often. While it does bring drinking seri-
ously down, it tends to encourage smug-
gling, liquor mafia and spurious liquor.
What we need is a national plan for
gradual reduction and control of alcohol
use. This would involve, first of all, reduc-
tion in the dependence of state govern-
ments on liquor revenues. It would allow
the state governments to stop aggressively
promoting liquor. Second, the existing
rules and laws regulating the sale and
retail of liquor, the location of shops, open-
ing timings and surrogate advertising
must be enforced. Three, liquor license
within a village or urban residential area
should not be granted if 10 per cent of
local community objects to it. Four, inno-
vative social campaigns, such as
Muktipath in Gadchiroli district in
Maharashtra, should be supported to
wean people, especially the youth, from
the culture of drinking. Finally, a certain
percentage, say about one-fifth of the gov-
ernment revenue earned from liquor sale,
must be spent on alcohol and drug reduc-
tion and rehabilitation programmes. Can
feminist intellectuals and women’s move-
ment take a lead in developing a national
consensus on this agenda?
By special arrangement with ThePrint

The author is the national president of Swaraj
India. Views are personal.

This refers to “Anti-CAB protest rock
northeast” (December 11). Amid
intensifying protest in most parts of
the northeast, both the houses of
Parliament went ahead and cleared
the Citizenship (Amendment) Bill
(CAB) without giving much thought
to the concerns of the people of the
northeast. Over the years the very
demography of this region is threat-
ened because of the continuous
influx of illegal immigrants. Our
identity, language, culture is at stake.
We have become a minority in our

own country.

However, CAB in the current form
will push the indigenous people of
the northeast to the brink. As I write
1,000 km away from my homeland,
back in Assam, there is an indefinite
curfew, internet has been suspended
and the Army is on the standby. The
nation should condemn this.

Nilabh Mahanta New Delhi

Pay heed to Trai

This refers to the editorial "Pricing
power" (December 9). All the three
private telecom operators have
shown rare unanimity in asking the
Telecom Regulatory Authority of
India (Trai) to fix floor prices for
mobile data services. This is some-
what unexpected as the market dis-
ruptor Reliance Jio, unlike the other
two private operators, was not in
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Inspired by Amma Canteens?
Film actor
Rajinikanth
(pictured), quite
like former Tamil
Nadu chief
minister M G
Ramachandran,
has played the role
of a poor,
hardworking man
in many movies.
The title of one of his movies, Uzhaippali
(hard worker), has inspired Chennai-
based Siddha medicine practitioner
Veerababu to start a low-priced food
outlet in the city. The Rajinikanth fan
chose the south star's 69th birthday on
Thursday to open his first Uzhaippali
Canteen, which will serve "herbal”
lunch to daily wage earners and other
poor workers for ¥10. There are plans to
open more such canteens, he said.

Azad's political party

After lying low for a while, Bhim Army
founder Chandrashekhar Azad, who has
now dropped his alias of Ravan, has
announced his foray into active politics
to "strengthen” the Bahujan
movement. Bahujan Samaj Party (BSP)
supremo Mayawati had dubbed him an
"agent" of the Bharatiya Janata Party
(BJP), although he had always been
courteous towards the Dalit czarina.
Azad, who commands considerable
clout among the Dalit youth in western
UP districts, is planning to launch his
proposed political outfit with a rally in
Lucknow, which would also serve as the
party's headquarters. His political
ambitions are sure to cause
consternation among Dalit leaders in
the BSP, the Samajwadi Party, and the
Congress, while indirectly helping the
BJP by splitting the Dalit vote.

Absent please

The Rajya Sabha secretariat on
Thursday released the names of the 16
MPs who were absent at the time of
voting on the Citizenship Amendment
Bill in the Upper House on Wednesday.
These included all three from the Shiv
Sena and two of the four of the
Nationalist Congress Party. While NCP
chief Sharad Pawar and Praful Patel
voted against the Bill, Majeed Memon
and Vandana Chavan were absent.
Others absent included the BJP's
Chunibhai Gohel and Anil Baluni, both
of whom are unwell, as was the
Samajwadi Party's Beni Prasad Verma
and independent Amar Singh. The
Trinamool Congress' K D Singh was also
absent. The more intriguing part was
the absence of two of the four Bahujan
Samaj Party MPs. They were Rajaram
and Ashok Siddharth. Interestingly,
the Janata Dal (Secular)'s D Kupendra
Reddy, its lone member in the House,
went missing at the time of the vote
though he had spoken against the Bill,
as did his party chief H D Deve Gowda.
The Telangana Rashtra Samithi's
Dharmapuri Srinivas was absent, while
the rest of the MPs of the party voted
against the Bill.

favour of any floor prices till some

time back. However, it seems that

already strong position.

floor prices.

Jio might have had a change of
heart, as floor prices, if fixed by the
regulator, would only strengthen its

However, the Trai has all along
maintained that floor prices are not
desirable. The editorial rightly
makes a point that fixing floor price
would be anti-consumer. Trai is
mandated to protect the health of
the telecom sector, of which the
consumers are the biggest stake-
holders. As such, Trai need not
accept the plea of telcos for fixing

Warring telcos should settle their
price war themselves and not make
Trai a party to it. Also, it is a mis-
placed notion that voice and not
data is an essential service and only
the former should be under the for-
bearance regime. In fact, mobile

data now has become quite an

essential part of communication, at

times, replacing voice calls due to
the widespread use of free messag-
ing apps. Only market should deter-

mine the price.
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Therightreaction

Govt steps in again to protect the IBC

he Union Cabinet has signed off on further amendments to the landmark

Insolvency and Bankruptcy Code (IBC). The purpose of these amendments

is to ensure that there is greater protection for successful bidders under

the resolution process. In particular, they should not be subject to criminal
action for offences that might have been committed by the previous management
of the company or asset owner. In some recent cases, the winning bidder has
explicitly sought such protection. The possibility of criminal proceedings is, after
all, a major deterrence to many investors who might be interested in a stressed
asset but do not want to take on the asset when there is an unknowable criminal
investigation-related risk. In addition, a lack of insulation from criminal proceedings
can lead to major delays in the insolvency process. But the IBC’s effectiveness
depends crucially on the mechanism working at speed. Thus, it is essential that
these amendments swiftly be enacted into law.

Certainly, the question of criminal investigation interfering with the bankruptcy
process should have been considered before. The National Company Law Tribunal
has, in fact, had to ask the Ministry of Finance and the Ministry of Corporate Affairs
to sort out which two legal processes — investigation and bankruptcy — should
take precedence. The context was the sale of the assets of Bhushan Power and Steel
Ltd (BPSL) to JSW Steel, which was derailed by the attachment of some BPSL assets
by the Enforcement Directorate (ED), which comes under the Union finance ministry.
Naturally, the attachment of assets means that a significant degree of uncertainty
and delay has been injected into the process. Among the stakeholders who will be
hurt by this are the banks who are dependent upon the insolvency process for
recovery. If promoters or the management of a company admitted under the insol-
vency process needs to be investigated, it should be done separately without affecting
the company assets. Clearly, greater legal clarity on the process was needed, and
this is what has hopefully been provided by the Cabinet’s intervention.

Once again, the government has demonstrated its intent to swiftly respond to
emergent problems in the IBC process and plug loopholes. It is, of course, true that
such a divergence should have been foreseen in law, and doubly true that the action
of the ED should have taken into account that the IBC process was ongoing. There
is something deeply wrong at the ED if it proceeds with automatic attachment of
properties without sufficient application of mind. Systemic implications should be
considered at a higher level than they are currently. But it is nevertheless a good
sign that, as with previous changes to the IBC, the government has not let the grass
grow under its feet.

It is to be hoped that the amendment will be drafted in a manner that it stands
up in court. The government must continue to improve and patch the IBC norms
wherever possible, and privilege the certainty and speed that are supposed to be
built into the insolvency and bankruptcy process. It is, after all, the current govern-
ment’s landmark financial reform and unprecedented in its way. Constant attention
isneeded if it is to be institutionalised, and capital markets in India are to be rendered
more flexible than they are now.

Ratingalarm

India needs policy intervention at multiple levels

ersisting slow economic growth could affect India’s sovereign rating, S&P

Global Ratings has warned in its latest note. In a late night statement on

Thursday, S&P said it could consider downgrading India’s sovereign rating

in case the economy failed to recover. Last month, another global rating
agency, Moody’s, changed its outlook for India’s credit rating from stable to negative
due to the economic slowdown, financial stress in the rural sector, and liquidity
issues in the financial sector.

The Indian economy is in a difficult situation and the possibility of rating
downgrades will only exacerbate the complications in economic management.
Growth in the Indian economy slipped to a six-year low of 4.5 per cent in the second
quarter of the current fiscal year and high-frequency indicators are not pointing to
a sharp recovery in the coming quarters. Both transient and structural reasons are
responsible for a sharp deceleration in growth. Even though S&P expects economic
growth to pick up, it rightly notes that a return to sustained high growth will depend
on structural reforms. Among other factors, stress in both the banking and non-
banking financial sectors is affecting the flow of credit in the economy, resulting in
lower growth. This has also limited the transmission of lower policy rates of the
Reserve Bank of India, despite the availability of ample liquidity in the system. Till
the system is cleaned up, and this may require large-scale capital infusion in both
banking and non-banking financial companies, the financial sector would limit
the possibility of economic recovery.

Further, as S&P correctly highlighted, complications in the implementation of
goods and services tax (GST) created some disruption in the economy. The impor-
tance of addressing all issues in the GST system cannot be overemphasised. The
GST Council should comprehensively review and urgently address all the gaps in
the system. The underperformance of the GST system has also worsened the fiscal
position of both the central and state governments. In fact, India’s fiscal condition
is another red flag. S&P expects India’s general government deficit to rise to 74 per
cent of gross domestic product (GDP) in the current fiscal year. The combined
deficit is expected to come down to 7.1 per cent of GDP in the next fiscal year,
assuming an improved macroeconomic backdrop. However, an increase in the
fiscal deficit and debt accumulation can put pressure on sovereign ratings. Therefore,
a significant fiscal expansion to revive economic growth, as being proposed by
some commentators, is not a viable option for India.

The government will have to find ways to revive growth while remaining com-
mitted to maintaining the fiscal balance. Besides the pressure on sovereign ratings,
higher deficit and borrowings can create distortions in the financial system, impeding
growth in the medium term. Thus, the focus should be on easing restrictions on the
functioning of markets, including factor markets such as land and labour, to push
India’s potential growth. The government should also revisit its approach to global
trade. Stagnation on the exports front, as has been the case over the last few years,
will restrict the possibility of returning to a higher growth path. The sharp deceleration
in economic growth clearly suggests that India needs policy intervention at multiple
levels. Policymakers would do well to not ignore the views of global rating agencies.
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Decoding CAB

What the Citizenship Amendment Bill is intended to do and who

itisintended foris unclear

von Mises) who once observed that all foreign

policy was really domestic politics. Meaning
that the true impact of actions abroad was meant
to be felt inside the country rather than outside.
How is one to understand the Citizenship
Amendment Bill (CAB) from this point of view?

If the CAB, which will soon be
law, is meant to do something and
is aimed at mobilising or motivat-
ing some group of voters, then
which group is it? This is not easy
to understand. There has been no
organised action from minority
Bangladeshis, Afghans and
Pakistanis demanding citizenship
of India because of historic perse-
cution. Conversely, there was no
large set of voters making demands
on behalf of Lahore’s Christians,

It was Henry Kissinger (or perhaps it was Ludwig

AAKAR PATEL

real voters to please fictional ones?

Also, as others have pointed out, most notably
former home minister P Chidambaram, the Bill
excludes minorities from other immediate neigh-
bours. There is no refuge under the CAB available
to Sri Lanka’s Tamils, who can surely claim perse-
cution more credibly than the Parsi shipping mag-
nates of Karachi.

Elsewhere, Bhutan is more
theocratic than Pakistan, with a
ban on proselytisation and abso-
lute authority, both temporal and
spiritual, vested in a hereditary
Buddhist monarchy. However, this
Bill does not address the problems
of those Bhutanese who feel
oppressed by this. So, it appears
that the cited reason of standing
behind such minorities is not
entirely what it is claimed to be.

Karachi’s Parsis, Kabul’s Sikhs and
Dhaka’s Hindus.

This is not to say that a small group of highly
motivated Indians cannot affect policy. They can
and they have. As prime minister Atal Bihari
Vajpayee confessed he was unable to resist the influ-
ence of 100 middle class families (relatives of the
hostages of IC 814) who forced him into releasing
Masood Azhar and Omar Saeed Shaikh, creating
the Jaish-e-Muhammad. But that was more per-
sonal, more pressing and more public a campaign.
This law has been pushed through without any
momentum behind it. Certainly, it is not like one
of the three historic Bharatiya Janata Party (BJP)
anti-Muslim policy thrusts concerning Ayodhya,
Kashmir and Muslim personal law. As events in
Assam show, a far larger number of Indians are
against this law than those, if any, who have asked
for it. That is what makes it strange. Why antagonise

So, then, how are we to under-
stand the CAB and what it is intended to do and
who it is intended for? There are two things that
one can narrow down to as the ruling party’s moti-
vation. The first is ideology. This sounds grand but
is actually tawdry. The message is domestic, and
to the Indian Muslim. We are telling them we have
isolated them and their religion as not only unwant-
ed but unwelcome in India and that is the message
of the CAB. If this is the primary motivation, and I
do not know if it is, it is not particularly effective
because it will only make Muslims more determined
and dogged in their resistance to their persecution.
Inventing new ways of exclusion will not produce
any particular positive benefit for this government
and the ruling party.

The second way in which we can understand
the CAB is through linking it with the grand exercise
of the National Register of Citizens being planned
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across the country by the home minister. The num-
bers in Assam were not encouraging and it is being
reported that out of the 1.9 million excluded, the
majority were not Muslims. This was to the dismay
of the Assam BJP, which is now insisting that the
thing be scrapped.

The CAB will ensure that only the Muslims on
this or any future list will be left to prove their cit-
izenship and the others will be given cover by
virtue of their religion. Here also, it is not easy to
understand what the end game is. If we round up
amillion or two million people and claim they are
foreigners, what will we do with them? Bangladesh,
Pakistan and Afghanistan are not going to take
them and there is no mechanism for us to send
them. We cannot permanently jail them as is being
planned through “detention centres” because the
world will not allow it. Even if India’s internal struc-
tures and a compromised judiciary are too weak
to prevent industrial scale brutalisation of India’s
Muslims, it is safe to assume that the world will
not let us get away with it in 2020 on the level that
this is being imagined. If we believe we can get
away with it, then that is naivety and not becoming
of this prime minister.

Finally, even the well-meaning among us who
genuinely feel for the minorities of Pakistan and
Bangladesh might consider addressing existing dis-
crimination in our society, including against those
we are welcoming, rather than saving the rest of
South Asia. We feel for Pakistan’s Christians but
with what credibility can we claim that India’s
Christians are treated better? If we ask this com-
munity what their thoughts are of freedom in India
and particularly the India of the present times, the
answers will not bring us comfort.

The New York Times reported on this matter a
few months ago and interviewed a Hindu from
Pakistan, producing the following words:
“Bhagchand Bheel is one of the disappointed. When
he migrated to India in 2014, he was grateful to
leave the violence and pressure of Karachi,
Pakistan’s commercial hub. He boarded the Thar
Express to Zero Point Station, the last stop before
the border, where he and his family lugged their
bags by foot into India, settling in a camp in the
city of Jodhpur. He was among his people, he
thought, and could finally be free. But he is of a
lower caste, and when he tried to enter a Hindu
temple, he was barred entry by the priest because
of it, he said. And when a friend tried to drink from
the community water well, he was physically
assaulted by upper caste Brahmins who accused
him of polluting it.”

“In Pakistan, the only thing that matters is if
you are Hindu or Muslim,” said Mr Bheel, whose
last name is derived from his tribe. “Because we
are Hindus, in Pakistan we were discriminated
against. But in India, I face discrimination because
I'm a Bheel.”

Look West can’t replace Act East

Comprehensive Economic Partnership, the

commerce ministry was suggesting placing
renewed emphasis on the Look West Policy. This is
clearly not an alternative to not joining the RCEP,
and in some sense, not being a part of this century
belonging to Asia.

India hardly has a presence in Asia. The South
Asian Association for Regional Cooperation (SAARC)
is non-functional. We don’t yet have a fully function-
ing India-Asean free trade agreement (FTA), nor India-
Japan or India-Korea FTA. These are just signed agree-
ments but not operating as full-fledged FTAs. Even
our India-Singapore FTA is in limbo, with differences
over temporary relocation of labour issues. We are
not a part of the Asia-Pacific
Economic Cooperation (APEC)
either. Hence, not joining the RCEP
was a big blunder, unless our posi-
tion was a tactical bargaining move.

The European Union and the US
are not ideal for us to get into a bind-
ing FTA. Tariffs are near zero there,
and these countries will be much
more demanding than the RCEP not
only in terms of lowering our tariffs,
but also in non-trade barriers, intel-

Soon after pulling out of the Regional
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m EU’s reluctance to provide a comprehensive Mode
4 visato India.

m EU’s reluctance to certify India as a “data secure”
location within the FTA itself, in a manner that allows
Indian regulators the primacy for enforcement.

m EU’s reluctance to provide India with technical bar-
riers to trade (TBT) assurances for key sectors such as
textiles, engineering, agro-processed foods, pharma-
ceuticals and chemicals.

m IPR issues.

To resolve these issues, and to begin planning
an India-US FTA, we need a strong Indian negoti-
ating team that is up to date with key developments
in trade and investment. Our negotiations with both
the US and the EU should take the
following points in focus:

m Mode 4 of General Agreement on
Trade in Services (GATS) was cru-
cial in the 1990s and 2000s. Starting
mid-2010s, increasing automation
and artificial intelligence (AI) has
made Mode 4 very limited.

m Mode 1 of GATS: Real focus is
here. Anticipate future regulatory
barriers around data privacy/secu-
rity/localisation, as well as tariffs in
the form of taxes that disincentivise

lectual property rights (IPRs), com-
petition policy, investment policy,
trade in services, and even labour and environmental
standards. I don’t see how our industry can meet
these stiff demands. If they can, then why did we exit
the RCEP?

India-EU FTA discussion has been ongoing since
2007, with little or no progress to date. This is on
account of:

m India’s inflexibility on lowering tariffs for cars.

m India’s reluctance to fully liberalise the wines and
spirits market.

m India’s reluctance to fully liberalise professional
services.

offshoring of knowledge work such
as high-end big data analytics, and code writing for
Al, and app development and maintenance of
remote medical consulting, legal, and financial
research.
m On manufacturing the focus should be on pro-
cessed food, textile/garments/chemicals/pharma-
ceuticals. Not on tariffs (already low) but on TBTs
to ensure compliance at minimum cost for their
standards.
m For engineering, the major focus would be to get
a liberal Rules of Origin. This helps us use our
mature engineering sector integrate with lower cost

champions of intermediates in Vietnam/Thailand
and do the finished products in India. Think of Pune,
Chennai and Ahmedabad clusters being able to inte-
grate into value-chains across Southeast Asia, and
deliver value-added final products to these mature
markets. This would also become a magnet for for-
eign direct investment (FDI).

m In manufacturing, there is a case for protecting
small cars for giving a good deal on higher priced
vehicles (over $20,000)

m Buy time (10-year liberalisation with back-loading
towards the end of the period) for e-vehicles, includ-
ing e-scooters and bikes. Use the time to develop
local industry at breakneck speed. Use the tariff
protection and economies of scale to get investment
and tech into the country.

m For services, we should resist any protection to
legal services and accounting (powerful vested inter-
ests), and e-retail, and go for liberalisation of media
and airlines.

m On IPR, we need to insist on not going beyond the
World Trade Organization norms because that
would impact our ability to have flexibility on inno-
vation for years to come.

The bargaining issues discussed above are diffi-
cult to resolve especially with the current negotiating
team in the commerce ministry. They will be
matched with very competent United States Trade
Representative and EU negotiating teams. We imme-
diately need to create the Trade Policy Council that
Iproposed in my piece “PM Needs to Oversee Trade
Policy and Negotiations, Business Standard,
November 13). We need an experienced trade nego-
tiator to strike a win-win trade deal with US and EU.
On all accounts, it will take time for us to gain
enhanced market access in these countries. Hence,
we should definitely sign the RCEP in February 2020
and focus on Asia for immediate and lasting gains.

The writer is a former economic advisor to the Union
commerce ministry

A testament for women

~

BOOK REVIEW

SEEMA GOSWAMI

Itwasa quote that made the headlines,
asnodoubtitwasintended to.Onatour
topublicise her latest book, Hillary
Clinton was asked what was the gutsiest
thing she had ever done. The former
First Lady, former Senator and former
Secretary of State of the United States,
the firstwoman tobe nominated as
candidate for the American presidency,
thought foramomentand then
responded. The gutsiest thing she had
ever done personally, she confessed, was
tomake the decision tostay in her
marriage. The moment the words were
outof her mouth, her daughter and co-
author, Chelsea Clinton, clearly

overwhelmed with emotion, reached out
and held her mother’s hand. Of course,
thatanswer put the focusback on the
Clinton marriage, the soap operathatso
many of uslived through in the1990s
withitsserial infidelities that
culminated in the Oval office affair with
Monica Lewinsky, and led to Bill
Clinton’simpeachment, rather thanthe
book Hillary was talking up. But asthe
saying goes, all publicity is good
publicity.

And certainly, The Book of Gutsy
Women - Favourite Stories of Courage
and Resilience, could dowith some
talking up. This isan enormous tome,
running to 442 pages, which brings
together the potted biographies of a
series of remarkable women — some
famous, others not so well known —
whom the Clinton ladies believe qualify
for thetitle of “gutsy women”. Itisa very
worthy effort butjust ateeny bit boring,
because of the earnest and sometimes
dreary tone of the writing.

You can’t fault the Clinton ladies for

organisation, though. The “gutsy
women” of the title are divided into
easy-to-sort categories. There are the
Education Pioneers, the Earth
Defenders, the Explorers and Inventors,
the Advocates
and Activists,
the Storytellers,
the
Groundbreak-
ers, the -
Women’sRights &
Champions...
well, youget the
drift. Some of
these women
just getaquick
lookin, with
their life stories
compressed to a few paragraphs, while
the stories of others get more detailed
treatment.

There are chapters devoted to the
usual suspects, the kind who keep
turning up in books of this kind: Malala
Yousufzai; Helen Keller; Greta

' Hillary Rodham Clinton |
o Chelsea Clinton

Thunberg; Marie Curie; Florence
Nightingale; Eleanor Roosevelt; Billie
Jean King; Jane Goodall; and many
others. And though the book provides
no new information or even any
particular insight into the lives of these
particular women, you could argue that
itwould not have done to leave them
outinabookofthiskind evenifit does

make for dull
THEBOOKOF GUTSY  reading.
WOMEN: Favourite Infact, the
Stories Of Courage  pookonly truly
And Resilience comesalive
Author: Hillary whenthe
Rodham Clinton &  Clintonswrite
Chelsea Clinton aboutwomen
. that they know
Publisher: Simon &  personally,
Schuster whetheritis
. Hillary’s
Price: 799 schoolteacher,
Mrs Elizabeth

King, who pushed her to excel, Geraldine
Ferraro, the first woman to run for vice-
president of the United States, or Betty
Ford, another Former First Lady who did
somuch tobreak the stigma around
addiction and spoke openly about her
breast cancer diagnosis at atime when

such candour was rare.

Thatsame personal touch brings
alive the story of Dr Mona Hanna-
Attisha, the daughter of Iraqi
immigrants to America, who first
discovered that childrenin Flint,
Michigan, were being poisoned by the
lead intheir water, and brought the
water crisis tolight. And the chapter on
CorettaScott King, the widow of Martin
LutherKing, sings because you can feel
how moved Hillary and Chelsea are as
they recount the highlights of her life.

My own favourite “gutsy woman”
cropsup neartheend ofthebook. She is
called Sophia Duleep Singh and isthe
daughter of the last Sikh Maharaja of
Indiaand agoddaughter of Queen
Victoria. Brought up amidst immense
wealth and protected by privilege,
Sophiagetsarude awakeningtothe
realities of life when she first travels back
toIndia. Once she returns to England,
shesigns up with the Suffragist
movement, refusing to pay taxestoa
government that denied women
representation. Sophia was amongthose
intrepid women who stormed the House
of Commonsin 1910, demanding that
women be given the right to vote, which

was finally granted eight years later.

The only other Indian woman who
getsalookin (if you don’t count Indian-
origin woman, Reshma Sanjani, who
started the programme GirlsWho Code)
is Ela Bhatt, who founded the Self
Employed Women’s Association
(SEWA)in1971.Hillary hashad along
association with SEWA and Bhattand
recounts her first visit where nearly one
thousand women arrived to hear her
speak. “Fanning themselves in their
sapphire-, emerald-, and ruby-coloured
saris, theylooked like an undulating
rainbow,” she recalls. After Hillary
addressed them, all the ladies rose to
their feet and began singing “We Shall
Overcome” in Gujarati.

An overwhelmed Hillary writes, “In
that moment, the thread connecting
Gandhi’s principles of nonviolence to
the American civil rights movement
came full circle, back to India.”

Itis moments like this that make
plowing through this mighty
manuscript worth your while. And
which make it the ideal gift for young
girlson the cusp of adolescence who
need all the role models of “gutsy
women” they can get.
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Long-overdue legal
cover for IBC-buyers

Investigating agencies like ED etc seizing properties of
firms sold via IBC was threatening to derail the process

HE GOVERNMENT HAS done well to initiate an amendment to the Insol-

vency and Bankruptcy Code (IBC) that would shield prospective buyers of

stressed assets from prosecution for offences committed by previous own-

ers.In the absence of such protection,buyers were becoming apprehensive;
indeed such a problem threatened to surface in the case of Bhushan Powerand Steel.
If the IBChas come such alongway, much of the credit must go to the NDAgovernment
fortweaking the rules of the codein timelyfashion soasto protect thebanksand ensure
errantownersare notable to get theirway.Had it not been forthe government’s prompt
action,many of the cases might not have been resolved,including the high profile Essar
Steel casewhere the erstwhile promoters were trying to regain control of the business
claiming theywere eligible todoso.Again,in June 2018, therules forrelated partieswere
tightened with the list being expanded to include many more relatives such as grand
daughters and grandsons. Lenders have been empowered to approve a plan with just
66% of the voting share from 75% earlier facilitating speedy resolution.

However, this paper has not been in favour of home buyers being accorded the sta-
tus of financial creditors asit could lead to the process being stalled with vested inter-
ests taking over. In fact, the government has just initiated an amendment to pre-
vent frivolous bankruptcy filings. From now on, if any proceedings initiated by
financial creditors such as homebuyers orbondholders, the application needs tobe
filed jointlybya minimum 100 creditors belonging to the same category ornot less
than 10% of the total number of such creditors, whichever is lower. Also, all allot-
teesneed tobebeneficiaries of the same real estate project.This provision was badly
needed to prevent a handful of creditors taking up the matter in the NCLT and dis-
rupting any other solution.Along with the government, the Supreme Court (SC) too
has played a key role in the evolution of the IBC.The apex court’s landmark judge-
ment in the Essar Steel case re-established the primacy of secured financial lenders
as the final arbiters of how sale proceeds from a stressed asset are to be distributed.
Theruling came in thewake of operational creditors staking a claim toabigger share
of the spoils. The SC verdict was a big win for lenders,who despite their top place in
the waterfall mechanism,were fighting other stakeholders.In fact,given howvari-
ousbenches of the NCLT have been interpreting the rules differently,itisimportant
the SCweighs in on the matters from time to time.While the corporate insolvency
resolution process (CIRP) has picked up pace with the total number of cases close to
2,550 in September, 2019, and every quarter since Q4FY17 having seen a rise in
admissions,thebad newsis thataveryhigh number—23%—of the companies have
beenliquidated.Infact,just 429% of the value of claims admitted of ¥3.32 lakh crore
has been realised by financial creditors. Recently, the framework of the IBC was
expanded to include financial services providers, under Section 227, an excellent
move given the crisis in the NBFC space.Although thisisan interim measure,it high-
lights how responsive the government has been to the need of the hour.

A regulatory Google-y

Allowing defamation case against the company has repercussions

HE SUPREME COURT (SC) ruling that the 2009 amendment of the Infor-
mation Technology (IT) Act that provides a safe harbour to digital interme-
diarieswouldn'tapplytoa pre-amendment defamation caseagainst Google
opensaregulatoryPandora's box.Visaka Industries,an asbestos sheet man-
ufacturer,had filed a complaint against Google in 2009 before theamendment to the
IT Act in October that year. The amendment, among other things, protects internet
intermediaries from liability for offenceslike defamatorycontent posted by third par-
tieson theirplatform,under Section 79.Visaka had issued legal notices to Google,ask-
ing it to take down a post made on Blogspot (Google's blogging service) made by the Ban
Asbestos Network India that targeted it,claiming that Google had exponentiallyampli-
fied the reach of the defamatory statements, without taking due care. Google had
moved the Andhra High Court,but didn't get anyrelief. Now, the SC's ruling means that
the safe harbour provisions in the IT Act won’t be available to cases filed before the
October 2009 amendment. The apex court seems to have given scant regard to the
incongruence thatresults fromanintermediarybeing simultaneouslyheldliableand
not liable for user-posts deemed defamatory,depending on the date of the post.Such
regulatory schizophrenia militates against established principles of justice delivery.
And,as important, it affects business confidence in the law of the land.
However,itisnotjust the SCrulingthatisfuelling uncertainty.Itisalsothefact that
the governmentitself has proposed aset of amendments that strips the protection the
intermediaries enjoy.In December 2018, it had invited public comments on the draft
Intermediaries Guidelines (Amendment) Rules that called for,among other things,
intermediaries to “deploy technology based automated tools or appropriate mecha-
nisms,withappropriate controls, for proactively identifyingand removing or disabling
publicaccesstounlawful information or content”.Whilewhat could constitute unlaw-
ful information or content is defined to an extent in the proposed amendment, qual-
ifiers like “grossly harmful, harassing, blasphemous, defamatory, obscene” that have
beenused lend themselves towide interpretation.Thatapart, proactive identification
of unlawful content will mean that the intermediary has to screen content in a man-
ner that could run afoul of the law on privacy—while companies are doing it on the
basis of user reports so far, proactive identification could also be heald to mean that
certain intermediaries that assure end-to-end encryption to users will have to find a
way to decrypt posts.Apart from the ramifications this has for privacy, it will usher in
aregime of censorship.Also,the draft rulesare quiteinlinewith the draft personal data
protection law when it comes to intermediary being required to allow access to user
informationand provideassistance tothe governmentin investigations.As this news-
paper has pointed out, such sweeping powers for the government, without the right
checks,would amount to gross violation of privacy.The SC order on intermediary lia-
bility,read togetherwith the draft rules’ provisions on proactive screening, respective
privacy policies and sharing of data with the government, effectively means Google
and otherintermediaries are trapped in a devil-deep sea situation.

DocumentingBIRTH

India has a large birth registration gap,
Unicef's five-step plan could help bridge this

RECENT UNICEF report, Birth Registration for Every Child by 203 0: Are we
on Track?,states that onein four children undertheage of five—around 166
million—donothavebirth registration owingto factors,ranging fromlack
of resources toinvestments in civil registration systems to policy and insti-
tutional obstacles.Overthe decade,birth registrationswent up from 63%to 75%.This
isin line with SDG 16.9,which calls for providing legal identity to everyone by 2030.
Theincreaseinbirth registrations hasbeen due to theimprovementsin the South Asia
region, especially India, Bangladesh and Nepal. India alone accounted for a huge rise,
from 419% in 2005-06 to 80%. However, half of the unregistered births have been
accounted forbyfive countries—India (14%) has the highest numbers.Stateslike Bihar,
Arunachal Pradesh, UPand Jharkhand recorded the lowest birth registrations.

In India, the problems range from poor infrastructure and awareness to the
availability of multiple proxies.All of these may not be official, but still manage to
find acceptance. Unicef proposes a five-step action plan.All children should be reg-
istered at birth through a universally accessible system. All parents should be
empowered regardless of their gender to register their children, and to link them
to social services. It also suggests the use of safe and innovative technology to
enhance registrations.Finally,it makes the case forcommunities at large to demand
birth registration. Birth registrations are fundamental to basicrights being ensured
for each new born in the country; it is imperative state governments take note of
the gapsand address these as not registering will cascade into deprivation of basic
healthcare,educational and other social services.
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THROUGH THE LOOKING GLASS

AS THE CENTRE AND STATES TRY TO FIND GST COMPENSATION CESS MONIES, ITISTIME TO LOOK
BEYOND THE PRESENT, TO SEE HOW THE FUTURE COULD UNFOLD FOR STATE FINANCES

State finances:

2 TAKE AWAYS

Prime minister of India, Narendra Modi

| want to assure my brothers and sisters of Assam that
they have nothing to worry after the passing of #CAB.
| want to assure them- no one can take away your
rights, unique identity and beautiful culture

Finding the monies

HE FINANCIAL RELA-

TIONSHIP between states

and the Centre has been in

newsrecently. The Fifteenth

Finance Commission sub-
mitted its report to the president; there
havebeen somedelaysin paymentof the
GST compensation cess,and there were
somediscussionsonwhetherthe Centre
willhonourits commitment of assuring
a 14% revenue growth in the agreed-
upon transition period.

Constitutionally, Centre-State fiscal
relations come up for review quinquen-
nially (once every five years). States have
ceded significant taxing powers to the
Centre via GST. Earlier, the states had
their own tax bases and could manage
revenues by juggling taxation policies.
This led to a large number of state-spe-
cific tax rates,alack of uniformityin the
tax structure in the country,and some-
times, a race to very low-tax regimes to
attractinvestments—and hence,amove
towards GST. On the other hand, such
flexibilityallowed the state governments
to create their own fiscal policies which
could be more suited to their needs: it
also made the states, especially the non-
special-categoryones,lessdependenton
fund flows from the Centre.

While the states have a say in GST
rates,one-third voting power for the Cen-
tre means that it has a casting vote to
reach a three-fourths majority in case
decisionsneeds tobe takenbyvoting.The
GST Council has, till date,taken decisions
by consensus. Large sources of direct
funds remaining for the states are non-
GST goods, property taxes and stamp
duties. Over time, non-GST goods like
petroleum, natural gas,aviation turbine
fuel, alcohol and electricity may also
move into the GST framework to com-
plete the input tax credit cycle.

This can leave states dependent on
the Centre for a significant portion of
their revenue inflows for funding their

EU'S GREEN DEAL
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Head, strategy and new initiatives, Axis Bank
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expenditure. If there is a slowdown of
funds at the Centre, or if there is any
misalignmentbetween the priorities of
the Centre and the states, the fund-flow
situation at the states could become
challenging. Since chief ministers are
expected to deliver on their promises,
the states are face a near-continuous
requirement of funds. Note that the
states have built-upalot of “committed
expenditure”, mostly on account on
salaries (including pensions) and a
plethora of social services that belong
on the state list. The states also have
defined fiscal deficit and debt targets
that they cannot breach.

Overtime,the stateswillagain seek
tobuild buoyancyin taxation.The only
way for the states to keep to deficitand
debt targets when expenditures are
committed and growing is to increase
revenues.Once the five-year GST tran-
sition period of committed annual
149% growth in revenues is over (in
2022), states may be required to find
themselves new sources of revenues.
We look at some possible sources that
might come up: citizens and busi-
nesses should also remain cognizant
about such scenarios.

Better efficiency in tax collection:
Better implementation of existing tax-
ing powers of the states by promoting
greater compliance, making tax collec-
tions more user-friendly,and identifying
taxes with large potential, say property
taxes.The Economic Survey 2017 had
identified that the states (and the cities)

do not do a thorough job in identifying,
assessingand collecting property taxes—
it had mentioned that “Bengaluru and
Jaipur are currently collecting no more
than 5-20 per cent of their respective
potentials for property tax.”

Better collection on state services:
Thesstates offervarious servicestoits cit-
izens like transport, water, electricity,
schooling, primary health

(like say congestion pricing). State-
backed lotteries or similar new prod-
ucts/services can createarevenue poten-
tial for the state.There are very few state
PSUsthat could bedisinvested for mean-
ingful sums of monies—in any case,
these‘receipts’will be one-timeand only
available to a few states which may have
such PSUs.Possibly,the states could start

their own social-security collections?
Land sales or value-capture: Chi-
nese cities created a significant revenue
baseforthemselvesbysellinglandinthe
city and on its periphery. Whether by
issuing TDRs, or by allocating higher FSI
nearpublicinfrastructure creation (likea
metrostation),orby chargingawell-doc-
umented premium for converting agri-
cultural land to non-agricultural (NA),
states can come up with

e —— -
care, etc. User charges (in new solutions on these.

places which, and for citi-
zens who, have the ability
to pay), long recom-
mended by economists,
could start to become an
importantrevenuesource
for state budgets. Many
services may see refine-
ment in eligibility criteria
to sharpen targeting to
genuinely-needy.As aver-

The only way for
states to keep to
deficit and debt
targets when
expenditures are
committed and
growing is to
increase revenues

Debt: Along with all
the cash flow
initiations/optimisations
that we discussed above,
states could look at their
debt-raising ability and its
profile—after all fiscal
accounting in India is
cash-based and not
accrual-based. A recent
OpEd in FE highlighted

age incomes increase,the —— thatTelanganaisnowbor-

ability of citizenry to pay

increases and requirement for sub-
sidised services could reduce.Manyareas
which are currently completely in the
purview of state governments (say trans-
port services) could partially open up for
private sector participation.

Finding new sources of tax funds:
Necessity could be the mother of inno-
vation: whatever one state does, it could
quickly get copied across other states.
Such taxes could be levied on products
currently out of tax-net,or on goods and
services that may be perceived to be lux-
uryor‘singoods’,orbebased on newideas

Don't slide into central planning

The challenge is not only to limit warming
but also to align the massive state
intervention with the EU’s market economy

TWO CHEERS FOR the EU,which on
Wednesday embarked on the world’s
most ambitious effort to ameliorate cli-
mate change.Ursulavon der Leyen, pres-
ident of the European Commission,
revealed her goal to make the EU carbon
neutralby 2050.We needvisions on that
scaleto save our planet.

But let us hold the third cheer for
March,when the details start coming out
in reams of legislation that will touch
every aspect of Europe’s economy and
society. For the challenge is not only to
limitwarmingbutalso toalign this mas-
sive state intervention with the EU’s
marketeconomy—toassure human sur-
vival butalso prosperity.The EU mustn’t
accidentally slide into central planning,
especially if others—China, India, the
US—are ever to emulate the effort.

State intervention is certainly justi-
fied. The ongoing rise in greenhouse
gases is history’s most terrifying exam-
pleof what economists callan“external-
ity,” a cost not reflected in the price of
goods and services becauseitis borne by
third parties,whichin this caseisall of us.
This means that the best policyis tomake
the externalityvisible in prices.All prices.
Andthebesttools forthatare taxing car-
bon or puttinga price onit.

Europe already uses both tools,
thoughinsufficiently.Ithasan emissions
trading system, for instance, in which
polluting industries, such as cement
makers or airlines, buy and sell
allowances to emit greenhouse gases.
This gives them an incentive to make
their production cleaner,so they need to
spend less on certificates or get paid for
selling theirallotments.

Von der Leyen’s best idea is to dra-
matically expand this system. The
allowances for airlines, who are among
the worst polluters, will be cut, raising
their carbon costs (and thus ticket prices,
which should lead to less flying). Ship-
ping will also be included. Henceforth,
firmsin evermoreindustrieswill have to
investin technologies to cutemissionsin
order to stay competitive. This is market
economics atitsbest.

The same policy also shows how
intervention smashes into other eco-
nomic values, such as free trade. Euro-

peans already “consume” more carbon
than the EU’s firms emit. You can view
that as the EU “importing” carbon from
other countries, or “outsourcing” emis-
sionstothem.Ifthe EUwerenowtoraise
carbon prices only in Europe, EU firms
would become less competitive relative
to the world’s, and even more carbon
would be imported. Some Europeans
would lose their jobs. And the earth
wouldn’t benefit.

That is why Von der Leyen is right to
plan“carbonborderadjustments”. These
are basically tariffs on imports based on
how much greenhouse gas was emitted
intheir production.That sounds simple,
but contains political and logistical
dynamite. Measuring the carbon in stuff
made inside the EU is already difficult.
Howexactlywillweaccount forthe goods
from elsewhere?

Astothepolitics,acase couldbemade
to the WTO that the new tariffs do not
discriminate. They simply aim to put
firmsinside and outside the EU on simi-
lar footing, without changing their rela-
tive prices.But trytelling that to Chinaor
the US, at a time when they’re already
waging trade skirmishes.

In principle, a high enough carbon
price (or tax) should be enough state
intervention, because consumers, pro-
ducers and investors would all adjust to
thatsignal. ButVon der Leyen wantsto go
far beyond price signals, and that is
where it gets tricky. She wants to make
available—howisunclear—anadditional
260bn euros ayear indefinitely.

Itis certainly fine for the public sec-
tor,including the European Investment
Bank, to fund basic research. After all,
that is how the internet,among other
things,wasinvented in the US.But gov-
ernments are no better than private
investors,and usually worse, at picking
winning technologies. Should the EU
lead inbattery production? Perhaps. But
maybe fuel cells are the future,or some-
thing else we can’t name yet. Govern-
ments should certainly never pickwin-
ners among companies. But that is the
riskinvague promises to subsidise, sup-
port or otherwise coddle “European
champions”.Von der Leyen promises an
“industrial policy”that is allegedly nec-

KLUTH
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essary to fight climate change and to
compete with China and the US. In
practice, firms will compete more as
lobbyists than as innovators.

That is also the problem with the
Commission labelling certain firms as
environmentally morevirtuous,in order
to privilege their securities as “green
bonds”.There’s even talkabout the Euro-
pean Central Bank,whichisalreadybuy-
ing 20 billion euros worth of securities a
month to keep interests low, to favour
green ones (over the “brown” sort?). But
that would exceed its mandate,which is
to preserve price stability.It has no busi-
ness guiding an ecological transition.

If Von der Leyen wants to help green,
or any, innovators raise money, she has
better options. One is to complete the
long promised “capital markets union”.
Anotheristo perfect theso-called“single
market”, which may exist for goods, but
not many services.If firms can get fund-
ing from, and sell to, the whole EU, they
will thrive fasterand greener.

Von der Leyen is on firmer ground
again when she proposes a “just transi-
tion fund” to the tune of 100 billion
eurosoversevenyears.All change creates
winnersandlosers,and thisis the biggest
since the industrial revolution.To main-
tain social and political cohesion, gov-
ernment must compensate thelosers.In
the EU, that means buying off countries
like Poland that still rely on coal for their
energy.Even so,you can expect the Poles
to resist the Green Deal at this week’s
European summit.The existential chal-
lenge of our time is to reconcile ecology
and economy.To do that the EU,and the
world,should aim foras much marketas
possible and as much state as necessary.
The solution, if humanity finds one, will
lie in our ability to change our lifestyles
and toinnovate: by findingways beyond
planting trees to suck carbon out of the
airforstorage; by redesigning cities sowe
move around more efficiently; by using
less energy and getting more of it from
the sun and wind; and much, much
more. The Commission must let, rather
than make, that happen.

This column does not necessarily
reflect the opinion of the editorial board
or Bloomberg LPandits owners

rowing more long-term to
avoid the short-termroll-over pressures.
Overtime,manyotherstates could come
to similar conclusions: long-dated
papers of state government could start
to come to the markets.

These trends will emerge not only
because of the current news flowon Cen-
tre and state fiscal relations but also
becauseasIndia prospers,its tax-to-GDP
ratio couldincrease tothelevels of OECD
countries—this will require both the
Centre and the states to come up with
new ideas, reasons and methods of col-
lecting the monies.

LETTERS TO

THE EDITOR

On outcomes of CAB

With Citizenship Amendment Bill
2019 passed by the Narendra Modi
government despite protests and
violence across the country by giving
citizenship to refugees from Pakistan,
Bangladesh and Afghanistan, it is a
dark day in the constitutional history
of India. | strongly feel that with this
bill, which is unconstitutional and
dangerous, the Modi government
has played vote bank politics putting
the Indian minority community, like
Muslims, completely isolated and
considering them as the second
class citizens of the country. The fact
of the matter is that the country
under present regime is heading for
the disaster with divisive politics
which may break the country in parts
on the basis of caste and religion in
no time. It is high time this Bill must
be challenged by all the opposition
parties in the Supreme Court
immediately before the country is
destroyed due to protests and
violence in various parts.

— Bhagwan Thadani, Mumbai

BHU’s professor fiasco

Protest by BHU students over the
appointment of Firoz Khan as a
professor to teach Sanskrit has now
forced him to step away to the
Sanskrit programme at the Faculty
of Arts. While he was qualified
enough to teach Sanskrit, his
appointment invited backlash from
the students because of his
religious affiliation. His step down
has shown the BHU administration
in poor light. It should be noted
that without the energetic
intervention of translators from
Muslim dominated Middle East and
Central Asia, none of our Sanskrit
literature would have reached other
parts of the world. As one of ancient
languages of the world with rich
literature, it cannot be reduced to
the stiflingly narrow rubric of a
religion. Denying a professor the
right to teach just because he is a
Muslim is a blow to the progressive,
liberal and secular character of one
of the tallest academic institutions
of the country.

— M Jeyaram, Sholavandan
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external
trade sector

BACK TO THE PAST

Energising

India’s

In an environment of trade wars and protectionism,
India can improve demand for its products by either
developing new markets, or developing comparative
advantages in products for which there is external
demand, or being part of global value chains

GROWTH RATES

Decadal average of (%)
1950-51 to 1959-60 3.9 |
1960-61 to 1969-70 41|
1970-71 to 1979-80 29 |
1980-81 to 1989-90 57 |
1990-91 to 1999-2000 58 |
2000-01 to 2009-10 6.3 |
2010-11 to 2018-19 7.0 |

Source: Authors' computations from MoSP!

Imports  Shareof | Share of

growth exports | imports

0.1 | 5.0 5.5 | 7.3
18] 04 | 3.6 5.6

10.6 | 7.9 5.1 4.9
4.8 | 7.6 5.8 | 6.9

120 | 13.3 | 8.2 | 10.1
14.3 | 14.0 17.0 19.2
7.6 | 74 225 | 26.0

ILLUSTRATION: ROHNIT PHORE

ITH THE GDP growth
rate falling to 5% in
the Q1 of 2019-20,
and forecasts sug-
gesting a further fall
in the Q2 of 2019-20, there is an urgent
need to look at all the demand drivers of
economicgrowth,because thatiswhatis
driving the current slowdown in the
short run. One of the key channels of
demand is the external one. In fact, the
year-on-year growth rate of exports and
imports of goods and services fell to
1.5% and (-)6.9% in the Q2 of 2019-20,
versus 26.1% and 32.9% in the Q1 of
2018-19,respectively.Essentially,we ask
two questions in this article. First, what
may India do to increase its growth rates
of exports and imports? Second, does
India have mechanisms present for gain-
ers from trade to compensate losers as it
opens up externally?

The current state of affairs is worri-
some, especially when we
look at it in the context of
Indian economic history.
We find that the ongoing
decade hasseenafallinthe
average growth rate of
exports and imports, but
their shares to GDP have

rate of exports in 2010s is
lower than in the past two
decades, and the average
growth rate of imports is

R T
India must focus on
trying and finding
out new markets in

the shortrun,and ..
risen. The average growth  in the medium term
improve both
export supply and
demand conditions

that trade is beneficial for economic
growth. India’s own economic history
proves that infant industry arguments
do not really work. Also, the presence of
China cannot be held as an argument to
hold back India from opening up,
because internationally other countries
like Bangladesh and Vietnam are bene-
fiting from opening up their economies.
However, there are always certain groups
withina country that gain from interna-
tional trade and others that don’t. Mech-
anisms maybe found for gainers to com-
pensate thelosers.

One needs to look at the supply and
demand sides of both exports and
imports to answer the first question.
Export supply and import demand are
affected by Indian GDP, prices and
exchange rates, etc. Export demand
depends on rest of the world income,
pricesand exchange rates.Import supply
isassumed to be perfectly elastic.

The recommendations to improve
supply of exports have been articulated
many a times—improve the competi-
tiveness of Indian products in the global
economy. That would involve steps like
investing in physical and digital infra-
structure, revamping labour laws, filling
the skill gaps, facilitating the availability
of land at market prices, limiting the
administrative procedural delays with
regard tovarious steps involved in setting
up or expanding units.

Can India try and improve demand
for its products in an environment of
trade wars and rising protectionism? It
can,by either developing new markets for
its products or developing comparative
advantage in products for which there is
external demand, or being part of global
value chains (GVCs). Doing the latter two
takes time. As Saon Ray and Smita
Miglani’s book ‘Global Value Chains and
the Missing Links: Cases from Indian
Industry’ points out,India’s engagement
with GVCs has been limited, and India’s
imports are dominated by intermediate
imports.The World Development Report
2020 notes that “a 1% increase in GVC
participation is estimated to boost per
capitaincome by more than 1%, or much
more than the 0.2% income gain from
standard trade.”

The short-runssolutionis to find India
new markets for its exports. In that con-
text, not joining the Regional Compre-
hensive Economic Partnership (RCEP)
may prove to be a costly mistake. Not
being part of the RCEP essentially means
that, in the short run, 20% of our weak
external demand is further dampened.
Thisargumentisalsosupportedinagen-
eral equilibrium framework in a paper
submitted by the National Council of
Applied Economic Research (NCAER) to
the High-Level Advisory Group (HLAG)
appointed by the govern-
ment of India. Plus, the
withering away of the WTO
(The Economist, November
28,2019) means that India
is not a part of any signifi-
cant multilateral trade

The second topic is that
of exploring mechanisms
to compensate groups that
donotdirectlybenefit from
opening up of trade.World-

thesameasinthe1980s.0f  ue———eeaw  Wide, there are two ways—

course,world trade has also
slowed down in the current decade, espe-
ciallyafterthe 2008 recession. Steps such
asdemonetisation and theimplementa-
tion of the goods and services tax (GST)
inIndiatookatoll on the Indian external
sector.But then how does one explain the
risein the shares of exports and imports.
This is a puzzle and clearly a problem for
a low-middle income country. In 2017,
the share of Indian merchandise exports
in total world merchandise exports was
1.7%, and imports was 2.5% (World
Trade Organisation, WTO). India ranked
20th in merchandise exports,and 11th
in merchandise imports that year. The
Indian share in total exports of commer-
cial services was 3.5% in 2017, and for
imports it was 3%.

There is both theoretical and empiri-
cal evidence in the economics literature

-PHARMACIES, INrecentyears,
have been able to fulfil unmet
medical needs of the large
Indian population by enabling
access to affordable medicines
topeopleinremoteareas.Inaddition, they
are also ensuring efficacy, transparency
and reliability in delivering these items.
Despite their noticeable advantages, e-
pharmacies in India operateina greyarea
from a regulatory standpoint. They have
found themselves facing several litiga-
tions following concerns raised by tradi-
tional offline chemists and entities from
the medical fraternity.To remedy this, the
government resolved to introduce the
finalversion of the draft e-pharmacyrules
of the amended draft Drugs and Cosmet-
ics Rules, 2018, within 100 days of its for-
mation as part of its 100-day agenda.
Subsequently,the Ruleswere approved
by two committees, the Drugs Consulta-
tive Committee (DCC) and the Drugs Tech-
nical Advisory Board (DTAB), this year.
Despite this, the government has been
unable toreconcile the demands of online
and offline pharmacies within these Rules,
leading to further delay in formalisation.

Stakeholder concerns

Although the Rules seek to mitigate
regulatory confusion and bring about a
measure of uniformityinregistrationand
licensing of all pharmacies, both offline
and online, various stakeholders have
taken objection to different aspects of the
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Clear regulatory
direction needed

The government, it appears, hasn’t acknowledged the
observable distinctions between offline and online models

APARAJITA BHARTI

Saikia is a policy analyst and Bharti is founding partner at The Quantum Hub

law.Theyhave argued that the Rulesdonot
provide sufficient clarity on FDI norms.
This is partly due to the vague definition
of e-pharmacies in the Rules that do not
distinguish between the marketplace and
inventory-based models. They feel FDI
provides unfairadvantage to e-commerce
entitieswho are incentivised to introduce
offers and discounts on medicines and
offerthem at cheaper prices.They fear that
predatory pricing can hurt local players.
Another objection that the All India
Organisation of Chemists and Druggists
(AIOCD),a lobby group comprising 8 lakh
offline chemists, has put forward is that

the Rules allow snapshots of prescriptions
to be uploaded (while the original Drugs
and Cosmetics Act requires the original
prescription to be submitted). According
tothem,not onlydoes thiswater down the
prescription verification system, but they
alsoallege it will likely help facilitate fraud,
such as allowing consumers to forge or
reuse prescriptions, resulting in exploita-
tion of prescription drugs.

Licensing and monitoring clauses are
yet another area of concern. Though the
Rules provide that the e-pharmacy busi-
ness premises will be periodically moni-
tored by the central and state licensing

E-PHARMACY RULES

either we give unemploy-
ment benefits and/or reskill them for
different professions. India is in the
process of developing fairly sophisticated
systems for both. Here, identification of
the beneficiaries would not pose a prob-
lem. Direct benefit transfers maybe used
as a mechanism to provide unemploy-
ment benefits for a particular period of
time to people losing jobs from opening
up of India’s external sector. This can be
combined with subsidised upskillingand
reskilling programmes.

Therefore, the answer to the first
question is trying and finding out new
markets in the short run, and in the
medium run improve both export supply
and demand conditions. In response to
the second question, India is developing
quite rapidly in both social security and
skilling mechanisms.
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Growth folly?

JAIN
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DRC/FMS, University of Delhi

Is it right to consider GDP as the
‘universal proxy’ for growth?

N THE PAST decade, the global climate crisis pushed
away 20 million inhabitants peryear from theirhouse-
holds (equivalent to one every two seconds), as per the
recent Oxfam report (2019) and COP25 Madrid sum-
mit.Undoubtedly, rising severityand frequency signal
towards negative weather externalities. Given this backdrop,
the current economic slowdown pressure might force the
‘climate agenda’to take the back seat.Itis in this context that
the Kuznets curve hypothesis should be the focal reference
point to find answers on the growth paired climatic deple-
tion. This postulation establishes that climatic pressure
increases up to a certain level as economic growth goes up,
but after a threshold the relationship reverses. Essentially,
‘erowth’can’tbe construed to serve the present at the risk of
future generations. So, the question is: Should GDP (materi-
alistic) be considered as the sufficient measure to proxy eco-
nomic, human and social growth (non-materialistic)?

There is evidence of noteworthy contribution by Sen,
Stiglitz, Dalyand Nayyar since the 1990s tolink growth and
income inequalities to contain emissions where they pri-
marily contest thevery structure of globalisation,and hence
the GDPyardstick to revamp its basic discontents.They are
of the opinion o treat GDP as an input, a means to an end,
and certainly not the end itself. Probably GDP is the easiest,
safestand linear of all the available measures that have ade-
quately worked so far for India. But, at the same time, it is
pertinent toidentifyas towhat could substitute the de facto
GDPmeasure in order to have an umbrella perspective?

The above could be partially answered by reports refer-
ence of OECD and UNDP,suggesting better measures such as
Human Development Index (HDI) and Better Life Index to
gauge economic well-being with equity forany nation.In fact,
the recent HDI ranking has placed India at 129th rank in
2019 vis-a-vis 130th in 2018, despite falling economic
growth that further confirms the relevance of replacing or
using the right proxies to benchmark economic, environ-
mental and social balance-sheet of any nation.In 2006, the
New Economics Foundation suggested yet another human
well-being and environmental indicator, i.e. Happy Planet
Index.Itis premised upon factors such aslife expectancyand
ecological footprint per capita,and one subjective indicator
‘life satisfaction’. Further, the Economic Freedom Index by
Heritage Foundation and Fraser Institute could really prove
handyto comprehend the economicand political stances of
any nation. Likewise, Genuine Progress Indicator (proposed
in 1989) could be a superior measure to proxy the growth
and well-being of individuals, primarily in the field of eco-
logical economics. It is often debated that it is impossible to
achieve sustainable decision-makingaiming at sustainable
progress and economic well-being if welfare is being con-
sidered from a purely financial point of view.

Alternatively, adjusting GDP to factor-in contemporary
qualitative factors like environment and social could be a
sustainable way forward. Tangible factors such as‘quality of
life’and ‘ecological integrity’ could be less objective but more
sustainable to capture negative externalities (economic
‘bads’) of increased consumption that expands the current
GDP but indubitably jeopardising the future level. Actually,
it has tobe ameasure of economicwelfare instead of economic
growth to assess the economic health of a nation.

Unquestionably, using ‘GDP’ has clear advantages.So,
attempting to abolish GDPwould be neither feasible nor rec-
ommendable. Still, economic activity decoded as GDP
growth is leading the world back towards the brink of col-
lapse.There isa growing global consensus that GDP does not
provide a good measure of overall economic performance,at
least in the long run. The classical GDP philosophy of ‘the
biggerthebetter’doesn’t prove beneficial any more.Also, cli-
matic disaster is an indisputable threat multiplier and cer-
tainlynot going to discriminate.Therefore, there isan emer-
gencytoretreat the globalisation structureitself soas tohave
sustainable and egalitarian growth globally, as Stiglitz sug-
gests. What matters is whether growth is sustainable and
whether most citizens see their living standards rising year
afteryear.Needless to mention,theworldisin a dire need of
new goals and ways to estimate progress towards these goals.
Additionally, there is a requirement of global dialogue and
consensus to opt for the appropriate economic measureasa
global standard and also to keep a check,soasnot to fallinto
the trap of szagflation similar to the GDP crisis of the 1970s.
Time is running out for mankind. Probably a broader per-
spective on the measurement of economic and social
progress could enlighten the sustainable way forward.

authorities, this will be hard to impose
given how e-pharmacies are websites
anchored online.The resulting ambiguity
has thrown up questions as to whether e-
pharmacies will require separate licences
to operate across multiple states, so as to
allow state authorities—who traditionally
regulate drug sale—to monitor them?
Brick-and-mortar stores are not alone
in their concerns, e-pharmacies too have
voiced issues, such as ambiguity around
clauses of state licensing and FDI norms.
Theyalso find the Rules compliance-heavy
in many respects. For instance, the Rules
dictate that e-pharmacies record large

amounts of dataforeverytransaction and
drugs dispensation verification on sub-
mitted prescriptions, which makes com-
pliance extremely onerous and will result
in poor-quality customer experience.
Another pressing concern is the Rules’
prescriptionregarding securing customer
data.In order to address the issue of data
security, the Rules prohibit disclosure of
information gathered through the online
platform and do not make any exceptions
for such data to be shared internally for
improving the functionality of platforms.
The Rules insistall e-pharmacy portals
operating in India should be registered in
India and the data generated by them be
stored and processed locally. E-pharma
organisations, such as Myra, have
expressed concerns that such a require-
ment would hinder local companies from
sharing critical information with drug
manufacturers who maybe based abroad.
Certain Indian pharma companies are of
the opinion that more clarification is
required on how doctors will access
records data hosted on these platforms.
The data localisation requirements in
the draft Rules are also not in sync with
either data processing requirements pro-
vided in the soon-to-be-tabled lawon data
privacy,the draft Personal Data Protection
Bill,2018 (PDPBill),in its current form nor
the proposed regulation for health data
under the Digital Information Securityin
Healthcare Bill, 2018 (DISHA). While the
PDPBill allows cross-border flow of health

data, on the prerequisite that the individ-
ual has explicitly consented to it orbecause
the transfer is necessary for emergency
services, DISHA does not provide a man-
date for localisation of data. Such differ-
ence in requirements can lead to regula-
tory confusion for handling health data for
privacy purposes.

The way forward

The draft Rules comprise of some
ambiguous clauses and in some cases
restrictive norms that can hurt both
offline and online pharmacies. The gov-
ernment should ideally leave the subject
of localisation of health data under the
purview of the PDP Bill,and provide more
clarity with respect to ambiguous norms,
suchasFDIand statelicensing.In drafting
these Rules, the government has largely
adopted norms relating to offline
chemists and has not acknowledged the
observable distinctions between the
offline and online models. E-pharmacies
come with multiple advantages such as
increased selection, less information
asymmetry,vast reach,bettertracking sys-
tems and more effective consumerredres-
sal mechanisms. This is an opportunity to
correct the huge imbalance in availability
of drugs across the country riding on the
increasinginternet penetration. Given the
huge positive externalities associated with
e-pharmacies, it isimperative for the gov-
ernment to create an enabling regulatory
environment for them to thrive.
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BECAUSE TRE TRUTH

INVOLVES US ALL

REGION’S EDGE

Centre must urgently reach out to restive groups in Northeast,
allay fears of demographic change

HE NORTHEAST, PARTICULARLY Assam, has reacted with agitation to the

passage through Parliament of the Citizenship (Amendment) Bill, which

makes illegal migrants who are Hindus, Sikhs, Buddhists, Jains, Parsis and

Christians from Afghanistan, Bangladesh and Pakistan eligible for citizen-
ship. The fear that the CAB will result in an influx of migrants from across the borders and
alter the demography of Assam has provoked people to take to the streets. Many have
defied the curfew to burn vehicles and target public buildings. Transport links to the re-
gion, and within it, have been disrupted and the government has shut down the internet.
This situation threatens to undo the gains of the relative peace that the region has en-
joyed in the past two decades. It could destabilise New Delhi’s Act East policy. Political
players in the region and at the Centre must urgently come together and work to allay pub-
lic fears and ensure calm.

The CAB, and the National Register of Citizens process before it, have stoked tensions
that had flared in the region, especially in Assam, in the 1970s and ‘80s. The fear of demo-
graphic change has been the trigger for subnationalist movements, including the Assam
agitation, in the 1970s, as well as the insurgencies in Nagaland, Manipur, Mizoram, Tripura
and Meghalaya. It stemmed from the colonial era settlement policies for exploitation of
the region’s resources and was sharpened by the fallout of Partition, which the region
experienced twice,in 1947 and 1971, which saw an unsettling of populations, particularly
in parts of Assam and Tripura. But these scars had started to heal over time, and a tenu-
ous peace had set in. The NRC, which the BJP aggressively promoted in Assam, and now
threatens to extend nation-wide, along with the CAB, have revived these fault lines. If the
NRC process revived the “outsider” debate, the CAB pits Assamese against Bengali.
Exemptions related to the Inner Line Permit (ILP) to allay the fears of Nagaland, Mizoram,
Manipur, Arunachal Pradesh and Meghalaya, and the Schedule 6 areas, may have tem-
porarily helped to avert a consolidated opposition to the CAB in the region. However,
fears have been exacerbated in the Brahmaputra and Barak Valleys in Assam and Tripura
that these places will have to bear the weight of the probable inward migration of Hindus
from Bangladesh.

The onus is now on the Modi government to reach out to the restive groups and take
the necessary steps to address and alleviate their fears. Electoral exigencies and ideolog-
ical shibboleths cannot be the decisive factors in shaping the policy for the Northeast. Its
repercussions will reflect in India’s relations with its neighbours apart from shaping do-
mestic politics.

OR ELSE, BLACKLISTING

Present troubles of Hafiz Saeed in Pakistan are due to FATF
pressure. Anti-terror watchdog must stay the course

HE FRAMING OF charges against Hafiz Saeed by an anti-terrorism court in

Lahore is the direct result of actions that the international anti-terror watch-

dog, the Financial Action Task Force, has taken and further threatens to take

against Pakistan if it does not crack down on terror. Pakistan is on the FATF
“grey list”, and even if it is never moved to the blacklist, the possibility is dire. A blacklist-
ing by the FATF, an organisation de facto run by the US Treasury department, would be
ruinous for Pakistan. This is why it is now seen to be taking action it previously dragged
its feet on — acting against terrorist groups with an address in the country, including the
head of the Lashkar-e-Toiba/Jamat ud Dawa, found responsible by that country’s ownin-
vestigators for planning and carrying out the 2008 Mumbai terrorist attacks. The Pakistan
military has used these groups as a hedge in the region. Neither the impact of the Mumbai
attack, nor the UN designation of Hafiz Saeed, could convince the Pakistan security estab-
lishment to treat him accordingly. Instead, his public stock was allowed to grow to a point
where, last year, he could float a political party and field candidates in the general elec-
tion. The farthest Pakistan went on Hafiz Saeed’s terrorist record before being hit by the
FATF was to put him under house arrest every now and then, until the courts freed him.

Saeed’s present troubles date back five months, to a time when the FATF was snapping
at Pakistan’s heels for compliance on its commitments made a year earlier. On July 3,
Pakistan’s Counter Terrorism Department booked Saeed and a dozen other leaders un-
der terror financing and money-laundering clauses of the Anti-Terrorism Act (ATA), 1997.
The JuD was accused of financing terrorism through several of its non-profit organisations
and trusts, including Al-Anfaal Trust, Dawatul Irshad Trust and Muaz Bin Jabal Trust.
Saeed, now, has to appear at a trial that will be held everyday. Significantly, LeT also went
quiet in the Kashmir Valley at about the same time.

Itis important for India that the FATF stays the course with Pakistan because it is the
only body that has had a demonstrable effect on the country’s approach to terror groups
based onits soil. Saeed or the LeT/JuD are not the only terrorist entities across the border
that have India in their crosshairs. Eventually, the action Pakistan takes against these
groups will be judged by the impact it has in the region.

A BOY CALLED YUSUF

What would Dilip Kumar, who turned 97 on
Wednesday, say on the identity debate today?

NCE UPON A time, aboy born in Khyber Pakhtunkhwa, Peshawar, and raised

in Nashik, Maharashtra, ran away from home, and eventually found work

at Bombay Talkies for his proficiency in Urdu. On the advice of owner, Devika

Rani, he adopted what was seen to be a more acceptable name, and went
on to become one of Bollywood’s biggest stars. He would act as Devdas, the eternal ro-
mantic, Salim, the rebellious prince, Ganga, the dacoit, and Shankar, the tongawallah, giv-
ing Bollywood a new, more intense language. He would hold on to his mother tongue, the
dying Hindko dialect of Peshawar, while learning to speak fluently in Urdu, Hindi, Bhojpuri,
English, Punjabi, Marathi, Bengali, Gujarati, Pashto, Farsi, and Tamil. On December 11, as
Parliament redrew the boundaries of what defined an Indian, he turned 97.

Pressed to put his identity down on paper in the post-Citizenship (Amendment) Bill
India, the man who drew on words and poetry to sustain his art, drawing inspiration from
both sides of the border, would struggle. Should he list himself as a Muslim, the religion
he was born into, or a Hindu, the religion whose tag he embraced so easily? Under “home”,
should he list Peshawar’s “Qissa Khwani Bazaar (the market of the storytellers)”, which,
to his regret, he couldn’t visit in 1997, when he had received Pakistan’s highest honour, due
to uncontrollable crowds? But, how could it not be Mumbai, the city from whose stories
he remains inseparable?

Whether he saw the proceedings in Parliament on Wednesday or not, where one side
used Jinnah to defend the bill and the other side invoked Hitler to denounce it, he could have
lent the debate the weight of nearly a century’s history — strewn with names of big kings
who fell and small heroes who rose. To those who come bearing their questions, “Tragedy
King” Yusuf Khan alias Dilip Kumar would have stories from closer home with happy end-
ings: About Prithviraj Kapoor from Peshawar who also made Mumbai his; and about an-
other Khan from Peshawar, in another time, who also became the Badshah of Bollywood.
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We need to invest in four wings of criminal justice
system — police, prosecution, judiciary, prisons
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WORDLY WISE
THEY'RE ON THE MARCH... LONGING FOR
AUTHORITY'S BLESSING, ITS VALIDATION OF THEIR
CHOSEN IDENTITIES. — IaAN MCEWAN

njustice

. A _ [
MEERAN CHADHA BORWANKAR

THE COUNTRY IS engaged in an intense de-
bate on the heinous rapes and murders, the
blatant use of force by criminals on bail and
the sheer impunity with which they gan-
grape and then burn women. Shot at if they
are too tired to dance and murdered if they
want to live on their terms. One would have
thought that the changes in the law and
procedure post the December 2012 Delhi
gangrape and murder case would curb the
predators, but they do not seem to have any
effect on them.

So shaken has the country been that
rose petals were showered on the officers
of the Telangana police that “encountered”
the four alleged rapists of a doctor on the
outskirts of Hyderabad. This has given rise
to another debate about the actions of the
police. While the woman on the street is
happy that the “brutal rape” has been
avenged and the parents of the deceased
doctor and of the Delhi 2012 victim have
expressed relief at the quick police opera-
tion, we must understand the full implica-
tions of the lure of “instant justice”.

The clamour for quick action — “teach-
ing alesson”, “on-the-spot justice” — stems
from the fact that the criminal justice sys-
tem has failed in the country. One main rea-
sonis the delay in trials. Evenif a criminal is
convicted, the appeals that follow lead to a
further delay of more than five years. This
has meant that citizens lose faith in the law
and they hero-worship officers who “en-
counter” these criminals. They cite exam-
ples of the Delhi 2012 accused still in Tihar
and Ajmal Kasab, who was hanged six years
after the gruesome killing of innocent citi-
zens in Mumbai. One taxi driver, while jus-
tifying the Telangana policeperson’s action,
questioned me as to why we spent so much
money on Kasab’s security. He also “in-
formed” me that Kasab was served “mithai”
in prison every day. He had no clue that I

There is a collective sense of
resignation in the country. In
this depressing scenario, we
have a few shootouts by
police, which are applauded
because otherwise, nothing
seems to be happening on
the ground. This joyous
reception of an ‘encounter’
and the ‘police officers’
involved only proves that
people have lost faith India’s
criminal justice system. It
also shows that the malady
runs deep and recovery is so
distant that shortcuts have
become the preferred mode
of execution.

was chief of Maharashtra prisons at the
time in question. This shows how rumours
and misinformation further angers citizens
who are already enraged at the late punish-
ment to criminals.

And [ understand their anguish. Last
week, [ received a summons from a special
court in Mumbai seeking my presence at
the trial of a criminal case. I had supervised
its investigation as joint commissioner
crime, Mumbai, in 2005. The case is still
pending. The investigating officer informed
me that he was now posted at a training in-
stitute and was not aware at what stage the
trial was at nor was he aware that I had been
summoned by the court. This is what is hap-
pening in most of the trials. They are so de-
layed that witnesses lose interest or do not
attend hearings. Documents are lost, seized
weapons are not traceable. The investigat-
ing officers get transferred and thus can not
monitor trials. The complainant, after pur-
suing the case for some time, gives up.

There is a collective sense of resignation
in the country. In this depressing scenario,
we have a few shootouts by police, which
are applauded because otherwise, nothing
seems to be happening on the ground. This
joyous reception of an “encounter” and the
police officers involved only proves that
people have lost faith India’s criminal jus-
tice system. It also shows that the malady
runs deep and recovery is so distant that
shortcuts have become the preferred mode
of execution.

Instead of succumbing to the band-aids,
we have to use all our resources and energy
in putting the system back on track. While
police investigation and presentation by the
prosecutors need to improve, it is the judi-
ciary that must rise to the occasion. Session
courts need to finish cases at one go, within
a week or fortnight, and not hear them in
the piecemeal manner they are doing cur-

rently. They need to clamp down heavily on
adjournments. Similarly, higher courts
must dispose of appeals within a fixed time
frame. Expenses for more judicial officers
and their staff should be met by the Centre
and state governments jointly. If a rape ac-
cused is sentenced and his final appeal dis-
posed of within a year, I see no scope for en-
counters or the public’s agitation. It is
because justice has become a rarity and
criminals on bail are burning girls after rap-
ing them that citizens have lost their pa-
tience.

For police, medical officers, forensic ex-
perts, prosecutors and judicial officers to
work together as a team, it is essential that
formal interactive sessions between them
are organised. Regular training workshops
will lead to an exchange of information,
knowledge-sharing and mutual trust
among different wings of the criminal jus-
tice system. Today, each works in a silo with
hardly any collaboration. The resultis a very
poor conviction rate that may not attract
the immediate attention of citizens but re-
inforces a general feeling of lawlessness.

While the emotional response of a parent
who haslost her daughter to rapists is totally
understandable, as a nation, we have to in-
vest in long term-solutions. That means in-
vesting in all four wings of the crumbling
criminal justice system — police, prosecution,
judiciary and prisons. That we are not doing
sois amply proved by the need for officers to
take up guns for causes they feel will not get
justice. It is a sad commentary that we have
acknowledged and, in fact, applauded that
we are a “bananarepublic”. India, after more
than 70 years of Independence, needs to be
the lighthouse for the rule of law. Let's make
that happen together.

The writer, an IPS officer, retired as DG,
Bureau of Police Research and Development

IN THE FARMER’S NAME

Farmer unions need to expand the scope of their advocacy

AJAY VIR JAKHAR

EVERY DAY, A gold miner in Russia leaves a
mine with a wheelbarrow full of sand. Every
day, the guard thoroughly checks the sand.
On his retirement day, the guard asks the
worker, “I know you have been stealing
something, but can’t figure out what it is”.
The worker whispers back, “Iwasn’t hiding
anything in the sand, I stole the wheelbar-
rows”. A similar predicament of limited per-
spective afflicts India’s farmer unions. The
leadership of many unions, secure in their
certainties, are oblivious to the larger pic-
ture. More likely, in order to hold on to their
leadership role within the organisations
they represent, they have simply confined
themselves to issues that resonate with
farmers.

The transformation of rural livelihoods
across India based on minimum support
prices, free electricity and cheap fertilisers
is not sustainable. Advocating on limited is-
sues for decades, farmer unions have been
conceding the agriculture policy space to
business-funded lobby groups. The likes of
CII, FICCI, PHD Chamber of Commerce, AS-
SOCHAM, and the Fertiliser Association of
India are always furthering the vested
agenda of their members. A few individuals
in the guise of representing farmer organi-
sations have muddied the waters by be-
coming lobbyists for the farm-input indus-
try, just like the international consulting
firms. Of late, international donors like the
Bill and Melinda Gates Foundation have
shifted the nutrition policy to one of food
fortification.

In order to make farmers’ prosperity the
fulcrum of the debate, the unions have to

Affiliation to political
parties has been a poisonous
pill for the unions. Their
leaderships have often
become family affairs, where
affiliation is rewarded by
plum positions when
political mentors are in
power. Adding to the morass
are those who commit the
sin of simony by seeking
caste concessions, which has
led to aloss of trust, diluted
leadership authority and
destroyed the unity of
farmers.

expand their advocacy to include all the is-
sues that have a strong bearing on the fu-
ture of farmers’ livelihoods. That should in-
clude the state of the national economy,
governance issues, transparency, govern-
ment revenue collections and allocation of
resources. Equally critical are issues like the
rupee exchange rate, relative inflation and
improving nutrition by generating con-
sumer demand for fruits, vegetables and
proteins in India, which happens to be the
amongst the lowest in the world.

I'm not a votary for reducing farm sup-
port, but for the inevitable repurposing of
subsidies towards the farm eco-system
services. This is going to be a very painful
transition for farmers and a metamorpho-
sis may be possible if farmer leaders reach
out to them repeatedly to explain how the
present structure of subsidies is not only
self-defeating, but also shifts the costs to fu-
ture generations. Only, and only then, will
politicians conjure the political will and
courage to initiate bold structural reforms.

Many organisations supportive of PM-
Kisan or cash transfers as a solution don’t
realise that the changing narrative is paving
the way for the government to slowly abdi-
cate onits constitutional responsibilities of
providing primary healthcare, quality rural
education, sanitation, farm extension, vet-
erinary services, and public transport.

In the recently concluded Food Systems
Dialogues, the former head of RAW, Alok
Joshi, observed that the protesting farmer
unions are unprepared to negotiate settle-
ments, and are thus unable to bridge the la-
cuna between demand and delivery. Karl

Marx compared farmers to a “sack of pota-
toes”, as they only organise in response to
specific issues and then drift back to work
on the farms. Farmers are incapable of
forming a consistent common identity, and
the identity, rather than being a source of
profound change, more often falters as are-
action to circumstances.

Affiliation to political parties hasbeen a
poisonous pill for the unions. Their leader-
ships have often become family affairs,
where affiliation is rewarded by plum posi-
tions when their political mentors are in
power. Adding to the morass are those who
commit the sin of simony by seeking caste
concessions, which has led to aloss of trust,
diluted leadership authority and destroyed
the unity of farmers. Having lost faith in the
system and in farmer leaders, the momen-
tary outpouring on localised issues will start
to spiral into faceless protests and will man-
ifest into widespread rural disobedience,
whether fuelled by ethnic, migrant or caste
conflicts, as in Haryana in 2016.

The BJP has gained politically by priori-
tising “food inflation mitigation measures”,
which have come at a high cost of deterio-
rating farmer livelihoods. Farmers and
those representing them need to introspect.
Rather than continuously berate the gov-
ernment, they need to change tactics, stop
behaving as losers and clearly understand
that they are in a soup for no reason other
than that they have developed a consistent
tendency to vote on parameters other than
their own stagnating economic condition.

The writer is chairman, Bharat Krishak Samaj
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CENTRE RULES ASSAM

ASSAM, WHICH HAS been in the grip of
continuous agitation for a few weeks, was
placed under Central rule. The presidential
proclamation to this effect was issued after
an emergency meeting of the Union
Cabinet. The state assembly has been kept
in suspended animation. Fresh efforts will
be made after some time to form another
ministry. The Central intervention came in
response to Governor L P Singh’s recom-
mendation. In his report, the governor had
sought imposition of President’s rule for a
brief period following the breakdown of
constitutional machinery and the deterio-
rating law and order situation. The gover-
nor had recalled the political developments
in the state leading to the withdrawal of

support to the Hazarika ministry by the
Congress, Janata and CPIL. The ministry was
thus reduced to a minority. The Union
Cabinet met for half an hour to consider the
governor’s report in particular and the lat-
est political and law and order situation in
the state. The Cabinet endorsed the gover-
nor’s plea for Central rule and recom-
mended the same to the President.

AGAINST FOREIGNERS

PRESIDENT N SANJEEVA Reddy has said that
the problem of foreigners in Assam is a na-
tional issue as has been adequately made out
by the people of the state. Reddy is under-
stood to have told this to B K Basumatari,
Plains Tribals Council of Assam acting gen-
eral secretary, when he called on him. He is

understood to have told Basumatari that for-
eigners, if any, would be identified and driven
out. But the need of the hour was a govern-
ment in Assam.

PHIZO’S RETURN

THE UNION GOVERNMENT is “not averse”
to Naga leader AZ Phizo returning to India if
it helps find a permanent political solution
to the Naga problem, according the ZRamyo,
one of the signatories to the Shillong agree-
ment. Ramyo, along with a five-member del-
egation, had separate meetings with Prime
Minister Charan Singh, and Deputy PM Y B
Chavan to explore the possibilities of reopen-
ing the peace efforts which had been bogged
down after the former PM Morarji Desai’s
meeting with Phizo in London in 1977.
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TABLE 1: CHANGES IN MPCE (MRP) SINCE 1993-
94, ALL INDIA (IN1987-88 CONSTANT PRICES)

Ul d V UT'Dd i
InRs. | Changein % InRs. | Changein% 1972-73

compared to compared to 1977-78

previous survey previoussurvey  1983-84
1993-94 162.56 | - 268.38 -- 1987-88
2004-05 | 181.56 | 11.7 326.80 21.8 1993-94
2009-10 192.93 | 6.2 368.99 12.9 1999-00
2011-12 22193 | 15.0 413.53 121 2004-05 (MRP)
2017-18 -- | -8.8" -- 2.0* 2009-10 (MMRP)

*Business Standard, Novemi)er 14,2019
Source: NSS Report No. 555, Level and Pattern of Consumer Expenditure, 2011-12, released
in 2014. Note: 1999-2000 is not included due to comparison problems.

2011-12 (MMRP)
2017-18

TABLE 2: PRIVATE CONSUMER EXPENDITURE OF
NSS AS % OF NATIONAL ACCO

UNTS STATISTICS

TUOUU \ U

94.5

83.3

91.7 86.0 89.6
81.5 66.1 751
86.5 66.7 77.6
711 50.8 61.9
63.5 50.0 56.3
62.5 42.0 50.2
74.2 429 54.2

46.9

323

MRP: Mixed reference period; MMRP: Modified mixed recall period;
Source: Rangarajan Committee up to 2009-10; Estimated by the authors
for2011-12 and 2017-18.

CR Sasikumar

Mind the statistics gap

Growing divergence between consumption expenditure estimates from
NSO surveys and GDP datais too big to be pushed under the carpet

C RANGARAJAN AND
S MAHENDRA DEV

RECENTLY, WE HAD expressed concerns that
with the GDP growth rate falling in the post
2011-12 period, the decline in the poverty ra-
tio would be slow. During 2011-12 to 2018-
19, both GDP and agriculture growth were
lower than in the earlier period. The terms of
trade were not in favour of agriculture and
rural wage growth has declined. The econ-
omy has grown by 5 per centand 4.5 per cent
in the first and second quarters of FY20 re-
spectively, and growth is expected to be
around 5 per cent for this fiscal year. Thus, we
have reasons to believe that the rate of de-
cline in the poverty ratio will be low.

The leaked NSS consumer expenditure
data for the year 2017-18, however, shows
that the real monthly per capita expendi-
ture (MPCE) has actually fallen between
2011-12 and 2017-18. It shows that real
MPCE declined from Rs 1,501 in 2011-12 to
Rs 1,446 in 2017-18 — a fall of 3.7 per cent
at the all-India level. In rural India, it de-
clined by 8.8 per cent, while in urban India
itincreased by 2 per cent over the same pe-
riod. These findings do raise some ques-
tions. Most importantly, can MPCE fall when
the income growth rate has been positive,
both in aggregate and in per capita terms?
There is no corroborative evidence to sup-
port the decline of MPCE. Even the report of
Oxford University on the Global multidi-
mensional poverty index shows that the in-
cidence of multidimensional poverty had

A

almost halved between 2005-06 and 2015-
16, climbing down to 27.5 per cent. We have
to note that the terminal year of this study
was 2015-16.

[s there any period in the past where
MPCE has actually fallen? Typically, in recent
years, the consumption expenditure surveys
have been conducted after a five-year gap.
Table 1 gives the trends in MPCE since 1993-
94.In every survey, it has risen over the pre-
vious survey. The only exception is 2017-18.
Even in 2009-10, which was a drought year,
MPCE went up.

In an article, S Subramanian has carried
out a full analysis of the 2018 survey data. The
survey shows that while real mean consump-
tion declined for all the deciles between 2011-
12 and 2017-18, for the bottom decile, it de-
clined by 1.3 per cent, while for the top decile,
itdeclined by 17.4 per cent. It is interesting to
see that the decline in mean consumption
was much higher for the top decile. This study
estimates poverty ratios for 2011-12 and
2017-18 using the Rangarajan Committee’s
poverty line. The estimates show that the
poverty head count ratio increased from 31.2
per centin2011-12 to 35.1 per centin 2017-18.
According to this study, inequality declined
from 28.7 to 25.8 in the same period.

What is disturbing in the survey data for
2017-18 is the alarming difference between
the aggregate private consumption expen-
diture given by it and the figure provided by
the national accounts statistics (NAS). These
two estimates of consumption (NSS and NAS)
do not match in any country; India is no ex-
ception. What is perplexing is that the differ-
ence in India between the NSS and the NAS
consumption has been widening over time.
From a difference of less than 10 per cent in
the late 1970s, it has widened to 68 per cent
in2017-18, that s, the survey estimate is only
32.3 per cent of NAS estimates (Table 2).

The expert group (led by C Rangarajan)
had carried out an analysis of the possible
reasons for the difference between the esti-

What is disturbing in the
survey data for 2017-18 is the
alarming difference between
the aggregate private
consumption expenditure
given by it and the figure
provided by the national
accounts statistics (NAS).
These two estimates of
consumption (NSS and
NAS) do not match in any
country; India is no
exception. What is
perplexing is that the
difference in India between
the NSS and the NAS
consumption has been
widening over time. From a
difference of less than 10 per
cent in the late 1970s, it has
widened to 68 per cent in
2017-18, that is, the survey
estimate is only 32.3 per cent
of NAS estimates.

mates. It made some headway, but could not
fully explain the difference. Therefore, it con-
tinued with the practice, initiated by the ex-
pert group, led by D T Lakdawala, and con-
tinued by the expert group led by S
Tendulkar, of estimating poverty in India
solely by reference to the size-distribution
of private consumer expenditure based on
the NSSO methodology. However, with the
difference rising to 68 per cent, the time has
come for adeeper analysis of the factors con-
tributing to the difference.

According to NAS, private consumer ex-
penditure increased from Rs 49,10,447 crore
in 2011-12 to Rs 74,17,489 crore in 2017-18.
This is an increase of 51 per cent. The per
capita consumer expenditure increased by
41 per cent during this period. But, according
to the survey, per capita consumption ex-
penditure decreased by 3.7 per cent. The dif-
ference is too big to be pushed under the car-
pet. The NSSO Advisory Group or the
National Statistical Commission must study
the problem and come out with possible
suggestions for improving the collection of
data through both routes.

It may be recalled that government had
difficulties in accepting the 2009-10 con-
sumer expenditure data put out by the NSSO
because it was a drought year. The then gov-
ernment recommended carrying out an-
other survey, and it was undertakenin 2011-
12. We think that the present government
should also release the report and the unit
level data of the 2017-18 survey, which can
be analysed by researchers. The National
Statistical Office can also give a note on the
limitations of data in the report. The govern-
ment can order another survey after
analysing the reasons for difference.

Rangarajan is former chairman of the
Economic Advisory Council to the Prime
Minister and former Governor, RBI. Dev is
director and vice chancellor, Indira Gandhi
Institute of Development Research

A constitutional obligation

Citizenship Bill makes distinctions that are reasonable, does not violate Article 14

HITESH JAIN

THE JOYOUS BIRTH of the Indian nation-state
in 1947 is co-terminus with the horrors of
Partition. A natural consequence thereof was
the influx of migrants. Many Indian states
were affected by the immigration, which chal-
lenged their demographic dimensions.
Conversely, many minorities found them-
selves at the mercy of nations which followed
astate-religion. At the time, the population of
both Pakistan and Bangladesh comprised sev-
eral non-Muslim communities. However, un-
like India which is a secular nation, both
Pakistan and Bangladesh are Islamic states.
Considering the ancestral and spiritual ties, it
is nothing short of an obligation for the Indian
nation-state to provide refuge to non-Muslim
minorities who have been persecuted for their
“otherness” in these countries.

This obligation is constitutional in nature
and its genesis can even be found in the
Constituent Assembly debates. Inaccordance
with this constitutional obligation, the Union
government tabled the Citizenship
(Amendment)Bill, 2019 in Parliament. Many
doubts have been cast on the legality of the
Bill. However, the Bill conforms to India’s con-
stitutional spirit. Here’s how:

An examination of the text of Article 11 of
the Constitution reveals that Parliament is em-
powered to make any law related to the ac-
quisition or termination of citizenship, and all
other matters related to citizenship. Further, it
was the intent of the framers of the
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Constitution for Parliament to have the power
to include those who, at the time of the
Constitution coming into existence, were not
included within the fold of the citizenship
laws. It is, therefore, well within the right of
Parliament to enact this Bill.

A basic rule of interpretation is always
presumption in favour of the constitution-
ality of a statute. The burden is upon the in-
dividual who attacks it to show that there
has been a clear transgression of constitu-
tional principles. The presumption may be
rebutted in certain cases by showing that
with regards to the facts of the statute, there
is no classification or difference peculiar to
any individual or class, and yet the law hits
only a particular individual or class. It ought
to be assumed that the legislature correctly
understands and appreciates the need of its
own people, and that its discrimination is
based on adequate grounds.

In order to sustain the presumption of
constitutionality, the Court may take into con-
sideration matters of common knowledge,
various reports, the history of the times and
other necessary facts which may exist at the
time of legislation. Thus, the legislation s free
to recognise degrees of harm and may con-
fine its restriction to those cases where the
need is deemed to be the clearest. While good
faith and knowledge of the existing condi-
tions on part of the legislature are to be pre-
sumed, if no legal hindrance or adverse cir-

cumstance is brought to the notice of the
Court — on which the classification may rea-
sonably be regarded as based — the presump-
tion of constitutionality cannot be always car-
ried to an extent that there must be some
undisclosed and unknown reason for sub-
jecting certain individuals or corporations to
be hostile or discriminating legislation.

The Bill fulfils the challenge posed by
Article 14. At the outset, Article 14 says that,
“the State shall not deny to any person equal-
ity before the law or the equal protection of
the laws within the territory of India...” This
has both a positive and negative aspect. It
provides for equal protection of the law in its
positive aspect. In the negative aspect of
“equality before law”, what necessarily fol-
lows is that those in unequal positions ought
not to be treated equally.

The exception to Article 14 is broadly the
test of reasonable classification and intelligi-
ble differentia. The Bill stands the test of rea-
sonable classification as propounded by the
seven-judge bench of the Supreme Court in
State of West Bengal vs Anwar Ali Sarkar. In this
case, the apex court stated that “intelligible
differentia” means that there ought to be a
yardstick to differentiate between those in-
cluded and those excluded from a group. In
Navtej Singh Johar vs. Union of India, Justice
Indu Malhotra further propounded the test of
“intelligible differentia” to mean reasonable
differentia. This means that even the yardstick

for inclusion or exclusion ought to be reason-
ableinitself. The classification adopted in the
Bill, is clear and substantial, and there are suf-
ficient reasons for making the distinction.

In Parisons Agrotech (P) Ltd. v. Union of India,
the apex court held that once it is found that
there is sufficient material for taking a partic-
ular policy decision, bringing it within the four
corners of Article 14 of the Constitution, the
power of judicial review would not extend to
determine the correctness of such a policy de-
cision nor to explore whether there could be
more appropriate alternatives. It was held that
the equality clause “does not forbid geograph-
ical classification, provided the difference be-
tween the geographical units has areasonable
relation to the object sought to be achieved”.
So, merely because there is a distinction does
not prima facie constitute a challenge to Article
14 of the Constitution.

The courts allow permissible classification,
which includes selective application of a law
according to exigencies wherever it is sanc-
tioned. By introducing this Bill, the Indian state
is enforcing positive discrimination which is
necessary, expedient and legally-constitution-
ally permissible.

The writer is a senior lawyer based in
Mumbai, managing partner at Parinam Law
Associates and director, Bluekraft digital
foundation. A longer version of this article
can be found on indianexpress.com
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WHAT THE OTHERS SAY

“It is not enough to tackle Brexit. The next prime minister must tackle the causes
of Brexit too — reaching out to the left-behind with plans for jobs and public
services which show that the government will make a difference to their lives.”

—THE GUARDIAN

Who is a citizen?

Constituent Assembly debates dealt with
that question, and came up with
the widest possible humanist answer

ing “Nationalist Muslims. who were driven
out by circumstances and who having gone
to the other side saw that they had no place
there atall”. Considered “opponents and en-
emies”, when their lives were made miser-
able in Pakistan, these Muslims expressed a
desire to return, and some did. Pakistan con-

sidered these Muslims its enemy not based
onreligion, but nationality (even ethnicity).
Be it religion or nation, suspicion is a terri-
torial sentiment. Trust must die, for the en-
emy to be born. In Nehru’s account, the sen-
timent of warmth cancels suspicion. He also
draws a tacit distinction between the cir-
cumstantial and the filial: Those who return
home can reclaim their belonging.

Tabling the Bill in the Lok Sabha, Amit
Shah said, “The Citizenship (Amendment)
Bill wouldn’t have been needed if the
Congress had not allowed partition on basis
of religion”. The logic of Partition is en-
hanced, not cured, by blaming the tragic
event to justify a new law of segregation. It
is a contradictory and self-serving logic,
seeking to restore communal divisions by
accusing others of it.

Bihar's Brajeshwar Prasad made the
point during the debates that “the mischief
of partition should not be allowed to spread
beyond the legal fact of partition”. The com-
munal politics of Partition, Prasad felt, must
end after Independence. But it was in-
evitable that the logic — or the law — of that
politics would linger. Partition is not just a
legal, but a historical fact, and it was survived
by the politics that created it. On the question
of migration, Prasad raised the interesting
argument that everyone under the colonial
territory deserved to find asylumin India. It
was an anti-colonial idea of citizenship. He
said, if people who have “always lived in the
Punjab and on the frontier have come and
become citizens of this State; why cannot a
Muhammadan of the frontier be so when
we have always said that we are one?”

In contrast, Amit Shah said in the Rajya
Sabha, the government was interested in
persecuted non-Muslims from the three
Islamic states alone. He scoffed at the
Opposition for limiting its secularism to
Muslims. The obverse logic is chilling: To
consider the rights of Muslims is no longer
necessary for secularism.

BJP leaders have consistently blamed
Nehruvian secularism for being a politics of
“appeasement”. Provoked by this accusa-
tion, Nehru had said during the debates: “Do
the honourable Members who talk of ap-
peasement think that some kind of rule
should be applied when dealing with these
people which has nothing to do with justice
or equity?” The bogey of appeasement di-
verts attention from what minorities de-
serve.Nehru also defended the secular state
by objecting to the impression that it is
something “amazingly generous, given
something out of our pocket”. The argument
in favour of the secular state was never to
imply something extraordinary. It was
meant to cure people’s historical prejudices,
and keep a nation-state from relapsing into
majoritarianism. Both these possibilities
have today regained their hold on the polity
and the social sphere. We are poised tolose,
not find, the ethical understanding of who
ought to be a citizen of India.

ANASH FIRAQ
BHATTACHARJEE

THE CITIZENSHIP AMENDMENT Bill (CAB)
was passed in the Lok Sabha on December 9
and in the Rajya Sabha December 11. It in-
troduces special provisions for Hindus,
Christians, Sikhs, Parsis, Jains and Buddhists
fleeing persecution in Pakistan, Afghanistan
and Bangladesh. Amending the Citizenship
Act of 1955, the CAB makes partial gestures
of inclusivity, but within an exclusionary
framework. The idea of citizenship has been
broadened to include persecuted migrants
seeking asylum. But the criterion includes
minorities only from Muslim-majority
countries, and persecuted Muslims have
been kept out. By excluding Muslim refugees
from the CAB, and including everyone ex-
cept Muslim immigrants in the proposed
National Register for Citizenship (NRC), the
government has closed the doors to India’s
largest minority from both sides.

The US Commission for International
Religious Freedom issued a statement, that
the CAB, “runs counter to India’s rich history
of secular pluralism and the Indian
Constitution, which guarantees equality be-
fore the law regardless of faith”. The state-
mentis agood reminder of how Indiais los-
ing the promise of inclusivity.

Inresponse to Algu Rai Shastri’s question
in the Constituent Assembly debates on
January 8,1949, who sought clarity on “who
is a citizen of India and who is not”,
Jawaharlal Nehru, responded, “So far as the
refugees are concerned... we accept as citi-
zens anybody who calls himself a citizen of
India”. He based the idea of asylum ona com-
bination of free will with affectivity. The de-
cision to belong comes from the feeling to
belong, and both deserve to be respected.
This is perhaps the widest possible human-
ist consideration behind defining the citizen.

During the Debates, on August 12, 1949,
Mahboob Ali Baig from Madras pondered
why should any Indian (he did not specify
religion) wanting to migrate from Pakistan
“onaccount of civil disturbances” be put un-
der question. Baig reminded the House that
during the transfer of power, there was an
agreement by both parties to protect and
safeguard minorities. But, after the transfer,
Baig said, “there was a holocaust. there were
tragedies which compelled persons to mi-
grate”. Arguing against the logic of suspicion,
Baig stated, “to say those people coming to
India might become traitors and therefore,
they should not be allowed to come back,
that is no reason at all. With this tempera-
ment you will never become strong.” Any
nation based on paranoia cannot be strong.

Baig argued that people migrate out of
“circumstances” where the mind is full of
fear and doesn’t work freely, or with clarity.
It does not warrant any discrimination
against those people based on theiridentity.
There is no reason to deny them asylum.

Nehru voiced a similar opinion, regard-

Bhattacharjee is author of Looking For the
Nation: Towards Another Idea of India

LETTERS TO THE EDITOR

STRIKE IT DOWN
THIS REFERS TO the editorial, ‘Brute LETTER OF THE
majority’ (IE, December 12). During the WEEK AWARD

debate over Citizenship Amendment
Bill in the Lok Sabha, Home Minister
Amit Shah said that “reasonable classi-
fication” is allowed under Article 14 of
the Constitution. But perhaps he forgot
that in Chitra Ghosh vs Union of India
(1969), the Supreme Court said that any
classification based on language, caste,
religion or place of birth is not reason-

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

able. Therefore, it is likely that the SC dit eémalled to di
will strike down provisions that bring cditpagetFexpressindia.com
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in areligious criterion for citizenship.

Monu Kumar, Patha Express, B-1/B, Sector 10,

Noida-UP 201301.

A BLIND PUBLIC
THIS REFERS TO the article, ‘The morn-

ing after CAB’ (IE, December 12). It
seems that the BJP has mastered the
trick of manipulating the public senti-
ment. The CAB is its latest ruse. It will
be difficult for the Supreme Court to re-
spond in this case. First, because the
government presents the majority sen-
timent as public sentiment and second,
the law itself relies on facts and evi-
dence, which in recent years have been
shaped, created or manipulated by
propaganda and by silencing dissent.
Anurag Ekka, Ranchi

WOMEN’S HEALTH

THIS REFERS TO the article, ‘More equal
care’, (IE, December 12). The out-of-
pocket expenditure due to hospitalisa-
tion has been one of the factors that tra-
ditionally discouraged women from

seeking secondary and tertiary care.
Also, the burden of managing house-
hold chores and caregiving responsibil-
ities fall exclusively on the women.
Sudip Kumar Dey, Kolkata

Brack spor oN BHU

THIS REFERS TO the editorial ‘BHU lets
down BHU’ (IE, December 12). Since
Firoze Khan’s appointment as an assis-
tant professor of Sanskrit at Banaras
Hindu University, there have been
protests by students. Now he has had
to take up anassignment in the arts fac-
ulty and students celebrated this devel-
opment. Why were students allowed
to hold the university to ransom? The
narrow mindset on display does not au-
gur well for the students or BHU.

Bal Govind, Noida
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