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A different phase

Ministerial statements at last week's meetings with business leaders
indicate the government's new approach to industry
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he Union government’s engage-
T ment with industry leaders is
always a keenly watched devel-
opment. Two national chambers of
industry and commerce held their
annual functions in New Delhi last
week. Prime Minister Narendra Modi,
Finance Minister Nirmala Sitharaman
and Commerce & Industry Minister
Piyush Goyal were among the senior
leaders of the government, who attend-
ed these events.
There were no fireworks from indus-
try leaders this time, unlike those wit-

nessed at a meeting last month in
Mumbai, where veteran businessman
Rahul Bajaj raised some apparently
uncomfortable questions on why indus-
try leaders did not have the confidence
of openly criticising the government.
Perhaps a key difference was that the
venue of last week’s meetings was New
Delhi and, given the adverse impact of a
slowing economy on businesses, indus-
try leaders were restrained in their
response to the suggestions made by
government representatives to improve
the economy.

So restrained were industry leaders
in New Delhi that the Prime Minister had
to exhort them on more than one occa-
sion to applaud with more enthusiasm
his announcement on the reforms that
his government had initiated by decrim-
inalising penal provisions in the compa-
nies law and by slashing the corporation
tax rates. And industry leaders assem-
bled there indeed fell in line and clapped
more loudly in response to the Prime
Minister’s suggestion.

At the same meeting, he urged the
Indian industry to make bold invest-

ments to help the economy reach the
goal of attaining the size of $5 trillion.
Giving a hint of what industry could
expect from the forthcoming Budget,
Modi talked about his government’s
plans to invest more in infrastructure.
He also assured industry that he was
confident that his government would
come out with steps to rescue the econ-
omy from the current slowdown.

But he was obviously keen that indus-
try must appreciate that his government
was focused on the need to improve the
economy and address the business lead-
ers’ concerns about growth. Hence, he
made no secret of his desire that industry
must recognise the government’s inten-
tion to reform and revive growth. He thus
asked industry to clap a little louder on
what his government had already done
instead of remaining focused only on
what the government would do in the
coming months. Clearly, this was a dif-
ferent Modi.

The Finance Minister too held out an
olive branch to industry when she
addressed the same forum of industri-
alists. She reiterated the government’s

commitment to help revive businesses.
Sitharaman said: “This government does
not want businesses to close. We want
to help them to be revived by legislative
and other administrative changes... we
are with you. I want this mood of self-
doubt to be completely removed from
your minds.”

Such a statement may reflect the con-
cerns of a government that, unlike in the
past, is eager to be openly friendly with
industry, recognising that industry’s
cooperation in reviving investments and
growth is crucial. But it also raises ques-
tions on whether a government should
make any commitment on not allowing
businesses to be shut down. Doesn’t that
defy the spirit of economic reforms
where both the entry to undertake eco-
nomic activity and exit from it should
be subject to market disciplines?

In a similar vein, Goyal sought the
cooperation of industry in identifying
countries and markets that had created
non-tariff barriers for Indian exports. The
objective of that exercise was to help the
government take retaliatory action against
countries that imposed such barriers to
trade. Goyal said: “Our government is will-
ingto stand by you and look at retaliatory
actions and impose similar trade remedial
measures.” However, it was not clear if
that meant India’s trade policies would
introduce a fresh dose of protectionism,
citing the need for retaliation.

More significantly, Goyal assured
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business leaders that he and his office
would always be available to address
industry’s concerns, as he believed that
a “responsible and listening” government
can have a positive impact on businesses.

What stood out at these meetings
between industry representatives and
government leaders was how the equa-
tion between the ministers and industry
had undergone a subtle and qualitative
change. The government appeared to be
unusually keen on making itself more
accessible to and understood by indus-
try. It was trying to impress upon the
assembled business leaders that the gov-
ernment was keen to understand indus-
try’s problems, address its grievances
and revive growth through legislative or
administrative measures.

This is perhaps a new phase in the
Modi government’s relationship with
the Indian industry. It is possible that
this is a temporary phase and an out-
come of the current economic slow-
down. It could have also been a fall-out
of the problems of law and order in the
wake of country-wide protests over the
recent legislation on citizenship and the
associated plan to launch a National
Register of Citizens. Industry will, of
course, hope that the new equation
results in more sustainable industry-
friendly policies, increased investments
in infrastructure and steps that can
revive demand in the economy, which
could then boost economic growth.

Where have all the women bankers gone?

Flexi hours and creches for children can help retain them but a bigger problem at the
momentis women bankers don't have too many role models to look up to

BANKER'S TRUST

TAMAL BANDYOPADHYAY

Annual Banking Forum in Mumbai

last month, many took to
microblogging site Twitter to express
their disappointment at not finding a
single woman banker on any of the pan-
els. Gender diversity is always welcome
but at the moment there aren’t too many
women in this space.

Zarin Daruwala, CEO of Standard
Chartered Bank; Kaku Nakhate, presi-
dent and country head of Bank of
America India; and Kalpana Morparia,
CEO of JP Morgan India; are exceptions
in an industry in which women CEOs
were bossing over banks with at least 40
per cent share of the total assets till just
a few years ago. There were Chanda
Kochhar, a Padma awardee, heading
ICICI Bank Ltd; Shikha Sharma, CEO
and MD at Axis Bank Ltd; Arundhati
Bhattacharya in the corner room
of the country’s largest lender, the State
Bank of India; and Usha
Ananthasubramanian, chief of Punjab
National Bank; among others.

Bhattacharya retired after a one-year

I n the run up to Business Standard’s

extension while Sharma stepped down
after the Reserve Bank of India (RBI) did
not grant her a fresh three-year term,
that was cleared by the bank’s board.
Ananthasubramanian, named in the
charge sheet of the Central Bureau of
Investigation for her alleged role in the
$2 billion fraud in Punjab National Bank
perpetrated by diamantaires Nirav Modi
and his uncle Mehul Choksi, was first
transferred to Allahabad Bank and later
stripped of her executive powers.

Kochhar’s is the most interesting sto-
ry: She moved the Bombay High Court
challenging ICICI Bank’s decision to ter-
minate her after the bank had approved
her request for early retirement.
Meanwhile, a Delhi court has recently
stayed the screening of an upcoming
Bollywood film Chanda: A Signature
that Ruined a Career, based allegedly on
her life. In sum, some of the women
bankers are in the news for the wrong
reasons and there aren’t any takers for
the space vacated by them.

Tarjani Vakil was the first woman to
reach the top at the Export-Import Bank
of India in 1996. Ranjana Kumar became
the chairman and managing director of
Indian Bank, four years later, playing a
critical role in turning around the bank
before shifting to National Bank for
Agriculture and Rural Development in
2003. The second woman boss in a com-
mercial bank, HA Daurwalla, became
the boss of Central Bank of India in 2005.
Nupur Mitra took over as chairman and
managing director of Dena Bank
(merged with Bank of Baroda) in 2011. It
tooka little over three decades after bank
nationalisation for a woman to become
a bank’s CEO. However, the pace at

which women
bankers were moving
to the corner office till
a few years ago has
slowed down.

Even globally,
women took long to
break into the male
bastion in finance.
Janet L Yellen was
chosen to head the
US Federal Reserve
Board in 2017, the
first woman to do so
after a century of the
Fed’s existence. No
woman has ever headed the US
Treasury Department in its 229-year
history. Back home, it was a 68-year
wait at the RBI for a woman to reach
the deputy governor’s post (Kishori J.
Udeshi, the first woman deputy gover-
nor, took over in June 2003). For the
State Bank of India, the wait was 206
years to get its first woman head —
Bhattacharya.

Women currently represent 24.37 per
cent of SBI's employees and at least
2,600 of around 22,000 branches of the
bank are headed by woman officers. Its
former managing director Anshula Kant
has recently been appointed managing
director and chief financial officer at the
World Bank. HDFC Bank Ltd’s 2018
annual report says women represent
around 17 per cent of its 88,253 employ-
ees. It’s an equal opportunity employer
but historically not too many women
employees have been seen at the bank’s
top tier, unlike the case in ICICI Bank.

Both Daruwala and Morparia are old
ICICI Bank hands. Now, of course,

except for Vishaka Mulye, an executive
director, the bank does not have any
other women in a senior position even
though nearly 30 per cent of its employ-
ees are women. Citibank India, in con-
trast, has four women, including its
consumer banking head Shinjini
Kumar, in the 15-member management
committee, and 32 per cent of its
employees are women. Globally,
Citibank NA aims to have 40 per cent
women employees.

A 2017 study of 71 banks in 20 coun-
tries conducted by SKEMA Business
School’s Observatory found that despite
representing, on an average, a little over
52 per cent of the banking industry’s
workforce, the representation of women,
as they moved up in their careers,
declined: 37.58 per cent among middle
managers and 16.45 per cent in execu-
tive committees. The study also points
out a wide disparity in the gender bal-
ance across countries. Sweden (45 per
cent), France (35 per cent) and Canada
(34.5 per cent) are the top three countries

for women’s representation in the
boards of directors of banks while
Singapore (15 per cent), China (14 per
cent) and Japan (12 per cent) have the
lowest female representation.

In India too we see a progressive
decline in women’s representations in
the top tier of the banking industry.
There are a few in the private sector —
Yes Bank, Kotak Mahindra Bank and
Federal Bank — but they are exceptions.
Similarly, the representation of women
in the top executive cadre — general
managers — in state-run banks is just
about 10 per cent. There are a few banks
that do not have a woman in the top
executive cadre. A 2010 human
resources study conducted by a com-
mittee headed by former chairman of
Bank of Baroda, A K Khandelwal, found
women making up about 17 per cent of
the total workforce in these banks but
their representation in the executive
cadre was less than 3 per cent, in con-
trast to 26 per cent in the clerical cadre
and 11 per cent among the officers.

The SKEMA Business School study,
which does not include India, talks
about a double glass ceiling in banking
and this is a universal phenomenon.
Many banks look for equal representa-
tion at the entry level but women
become laggards for reasons other than
talent while moving up. The challenge
is to nurture the pipeline. Offering fully
paid, adequate maternity leave, flexi
working hours, and running créches for
the children of employees can help the
cause but at the moment they don’t have
too many role models to look up to.
That’s the problem.

The writer, a consulting editor with Business
Standard, is an author and senior adviser to
Jana Small Finance Bank Ltd. Twitter:
TamalBandyo
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Increasing the efficacy of monetary policy

Ifinterest rates aren't reduced quickly & in good measure, the economy will continue to struggle

Do not rush

Stalin or Rajinikanth?

Udayanidhi Stalin, son of Dravida
Munnetra Kazhagam (DMK) President M K
Stalin, and the party's youth wing
secretary, has received much flak from his
political opponents and fans of
Rajinikanth for taking potshots at the
actorvia social media. Rajinikanth, on
Twitter, had advised people not to resort
to violence and stand united, without
mentioning the protests that are taking
place across the country related to the
Citizenship Amendment Act. Junior Stalin,
while inviting people through his Twitter
accountto participate in a DMK protest
against the Citizenship Amendment Acton
December 23, attacked the 69-year-old
actor, stating, “Those affluent old people
who call a protest for rights as violence
can stay at their homes with proper
security.” Rajinikanth fansand
Udayanidhi's political opponents
thronged the comment box, asking
whether Udayanidhi was referring to his
father, who is 66 years old.

Together we can

Fifteen first-time MLAs of the Congress
in Madhya Pradesh have formed a
“pressure” group. The reason? Neither
the ministers nor the bureaucrats listen
to them. Their main grudge is that
their requests — however genuine — go
unheeded. These MLAs plan to organise
regular meetings — one was held just
last week — to review pending
requests, ensure execution, and, if
necessary, escalate the matter all the
way up to Chief Minister Kamal Nath.
Among the dissatisfied MLAs are Sanjay
Shukla, Surendra Singh Shera, Ashok
Marshkole, and Bhupendra Maravi;
and among the ministers they are
particularly happy with are Jaivardhan
Singh (state minister for urban
development and housing), Priyavrat
Singh (energy minister) and Umang
Singhar (forest minister).

Peacenik Mayawati

Against the backdrop of violent protests
against the Citizen Amendment Act
(CAA), Bahujan Samaj Party (BSP)
President Mayawati has emerged as a
peacenik and has proposed her own
version of non-violent non-
cooperation. While firmly opposing the
CAA and the proposed National Register
of Citizens (NRC) and expressing
solidarity with the sentiments of the
protesters, the Dalit czarina stressed
that being "a disciplined party that
espoused constitutional values" BSP
workers would not hit the road against
the CAA. Instead, she suggested, they
would “peacefully”" hand over a
memorandum to their district
administration to register their
opposition to it.

This refers to the editorial “Mixed sig-
nals” (December 20). The editorial
rightly makes the point that a thor-
ough analysis needs to be carried out
before implementing the zero IUC

RAJIV SHASTRI

nother inflation data point has
A been released with the inflation

rate climbing once again. And as
expected, commentators are invoking
the “stagflation” ghost. Meanwhile, the
Reserve Bank of India (RBI) continues
to chase completely dissonant monetary
policy goals, intervening to weaken the
rupee even as they maintain a high level
of real interest rates.

Monetary policy, especially when
operating through the interest rate
mechanism, cannot address inflation
emerging from consumption items in
which demand is either price inelastic
and/or interest rate inelastic.
Consumption of these items is also
called non-discretionary consumption
because these items typically include
only necessities. Any change in prices of
these can cause brief deviations from
their trend demand patterns, but not a
change in the trend itself. As would be
obvious, changes in interest rates do not
have much of an impact on the con-
sumption of these items. As such, it is
unusual for monetary policy to respond
to changes in the price of these items

because, well, it can’t do much about it.
Higher interest rates do not have an
impact on the demand for food and
retail consumption of electricity.

This is precisely the reason why
another measure of inflation exists,
called core inflation, which refers broad-
ly to discretionary items of consumption
only. Demand for these items responds
to changes in price as well as interest
rates and the effectiveness of monetary
policy in an economy depends largely
on how large the proportion of this con-
sumption basket is. In richer economies,
discretionary consumption is a domi-
nant portion of the consumption basket
and expenditure on food and energy is
quite small. In poorer economies a bulk
of the consumption is of necessities,
leaving very little for discretionary con-
sumption. As such, the efficacy of mon-
etary policy in an economy increases
with its per capita income. This is usually
visible in the way changes in policy rates
are transmitted across the economy. As
would be expected at our current per
capita national income, transmission in
India is far from perfect with long lags
and frequent dissonance.

Coming back to interest rates, if infla-
tion is caused largely by non-discre-
tionary items of consumption, it is
almost perfectly wrong to respond to it
with high rates. This is because a high
level of inflation in non-discretionary
items is usually disinflationary for dis-
cretionary items of consumption. Over
short periods of time when income levels
are unchanged, a larger share of non-
discretionary consumption resulting
from higher food or energy prices will
typically result in discretionary con-
sumption and savings both getting

squeezed. The only monetary policy
response to this drop in demand for dis-
cretionary items of consumption is a
lower-than-equilibrium interest rate
environment.

Which brings us to ideal equilibrium
rates. In any monetary policy regime,
the ideal level of interest rates is the min-
imum possible rate given its inflation
environment. It is only at this minimum
rate that the growth potential of the
economy can be fully realised. There is
a lot of commentary on the perspective
that in an inflation targeting environ-
ment, the central bank isn’t responsible
for economic growth. This is fallacious
because an inflation target doesn’t
replace the central bank’s core respon-
sibility of maximising economic growth,
just places a constraint on it. The raison
d’etre of any central banks remains the
pursuit of economic expansion and the
only way to achieve this goal in an infla-
tion targeting regime is by keeping inter-
est rates at the minimum possible sub-
ject to inflationary constraints.

This minimum rate is a function of
expected core consumer price index
(CPI) inflation. Not headline inflation
and certainly not food and energy infla-
tion, but core CPI inflation because as
explained earlier, it is the only inflation
indicator which is directly influenced
by monetary policy. If expected core CPI
inflation is near the inflation target,
then overnight policy rates (which is the
pure risk-free rate in an economy) need
to be equal to (or very close to) the target
inflation rate. If expected core CPI is
higher than the target inflation rate,
then policy rates need to higher as well
and vice versa.

This regime ensures that risk-free

assets don’t generate a real rate of
return, a phenomenon which severely
damages consumption and capital for-
mation. For example, if expected core
CPI inflation is at 3.5 per cent and the
risk-free rate is at 5 per cent, this means
that one can either consume an indica-
tive item now at Rs. 10,000 or invest
that amount, get Rs 10,500 after a year
and buy the indicative item then, the
price of which would have increased to
Rs 10,350. In choosing the latter, one
gets a risk-free benefit of Rs 150.
Obviously, such an environment will
result in consumption getting deferred
for as long as such an environment
exists. Also, if a real rate of return is
available on risk-free assets, then capital
owners have a reduced incentive to take
risks. This hinders the creation of both
debt and equity capital by lowering risk
preferences and starving the economy
of long-term risk bearing capital.

As things stand, existing and expect-
ed core CPI inflation is close to, even
below, the target rate of inflation. And
yet, policy rates are significantly higher
with the risk-free rate at least 100 bps
higher than the inflation target. The
results of this environment, though
clearly visible, are still being denied vig-
orously in defense of the current inter-
est rate environment. This will not end
well. If interest rates aren’t reduced
quickly and in good measure, the
Indian economy will continue to strug-
gle. The extent and duration of this
struggle is directly proportionate to the
time take to reduce rates. Will the RBI
step up to the task?

The author is an economist and former CEO of
Essel Mutual Fund

(interconnect usage charge) regime
from January 2021. Though the
Telecom Regulatory Authority of
India believes that traffic symmetry
would be achieved by the end of next
year, the whole thing can change with
the changing market share of telcos,
more so when a new service provider
comes up or an incumbent operator
winds up. Also, given the current dis-
tress in the telecom sector, there
should be no hurry in introducing the
BAK (bill and keep) regime.

As everything comes at a cost, an
operator needs to be suitably com-
pensated for its network usage for the
calls originating in another network.
The TUC must take into account all
cost components including capex
and spectrum charges borne by the
operator. As telcos are in need of help
to tide over the current crisis, the
introduction of zero IUC regime
should have to wait a bit longer.

Sanjeev Kumar Singh Jabalpur

Change stand

This refers to “Natural partners, unnat-
ural times” (December 20). The author
has done an excellent analysis of Indo-

HAMBONE
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I'M SCARED OF

LOSING MY
MEMORY!

US relations, the compulsions of each
country and why is it important for
India to “not test the US’s tolerance”.

every conceivable forum.

His closing line, by way of advice for
our country, to "return to the values
that have brought it influence and
admiration in the international arena”
is absolutely brilliant. Hope the powers
that be are listening. I would like to
mention that the “natural partners”
slogan that evolved two decades ago,
when the warming up of US-India rela-
tions began, is just that — a slogan. For
50 years, India kept irritating the US
by wooing USSR and also not missing
out on any opportunity to criticise
America and American policies on

Let’s accept that despite our pre-
tentiousness we are not yet a super

power; and do need to cozy up to the

positive signal to the Americans.

US for cutting-edge technologies,
strategic defence equipment, nuclear
materials, support in the UN and —
very importantly — keeping China in
check. Perhaps, we should seriously
consider giving up the idea of import-
ing the S-400 air defence missiles from
Russia. That could be a really strong

Krishan Kalra Gurugram
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Twisting the curve

RBI's effort to address yield curve rise may not work as hoped

nvestors have noted the steepening of the yield curve for Indian government

debt with concern. In recent weeks, the difference between yields on the

10-year government paper (government securities or G-Secs) and the two-

year variant has widened the most in nine years, since the high-spending
days of the post-financial crisis fiscal stimulus. This is a result, in all likelihood,
of worries that in spite of there being practically no fiscal space, the government
will feel itself forced to stimulate the economy through some spending or tax
measures as a response to stalling gross domestic product (GDP) growth. A dif-
ficulty in meeting the fiscal deficit target of 3.3 per cent of GDP means that there
is a disconnection between long- and shorter-term expectations of growth and
inflation, resulting in a steepened yield curve. Market participants expect
enhanced borrowing from the government, weighing down the long-term expec-
tations of yields as ample liquidity at the shorter end has underpinned the
market for the corresponding bonds. The Reserve Bank of India (RBI) held rates
steady at the meeting of the monetary policy committee earlier this month,
while financial markets were expecting another rate cut.

The central bank has now responded to some calls from market participants
by announcing that it will conduct an unusual set of open market operations —
buying10,000 crore worth of 10-year G-Secs and selling a corresponding amount
of bonds due to mature on a shorter timeframe. This is being seen as an Indian
variant of the United States Federal Reserve’s “Operation Twist” early in this
decade, which was meant to spur lending by banks. The RBI’s concern, reportedly,
is that the transmission of its previous rate cuts — by 135 basis points over the
course 0f 2019, in five different cuts — is faulty. This is in keeping with the bank’s
consistent claims that it manages liquidity and not yields. Heavy government
borrowing has put upward pressure on interest rates, which have rendered the
transmission of the rate cuts difficult.

Yet it is far from clear that the RBI’s goal will be achieved. Certainly, there
might be some flattening of the yield curve. But it is not clear that the amounts
being discussed are sufficient. The response of the market for short-term bonds
isalso being questioned. The sale of the shorter-tenor bonds might well blow up
yields in that segment, according to some market participants; on the other
hand, liquidity at that end is so ample that there might be an effective cap on
yields. The essential problem in the Indian bond market is that the country has,
in spite of an apparently manageable debt-to-GDP ratio, entered a state of
effective fiscal dominance. Heavy government borrowing has rendered monetary
policy increasingly ineffective. Measures to address the yield curve might provide
some temporary relief. But the broader issue is the long-term uncertainty on the
path of inflation, rates, and deficits caused by ballooning government commit-
ments. While the RBI can and must do its part, the primary responsibility for
addressing this uncertainty belongs to the government. As the Union finance
ministry continues its pre-Budget consultations, it must recognise that fiscal
prudence and transparency are non-negotiable.

The global easing cycle

India will need interventions to protect financial stability

he Federal Open Market Committee of the US Federal Reserve changed
its policy path significantly in 2019 to counter rising economic uncer-
tainties, largely due to the US-China trade dispute. The Fed reduced
rates thrice in 2019 compared to four hikes in 2018. The latest projec-
tions suggest that the US central bank will keep interest rates unchanged in
2020. Meanwhile, the European Central Bank further pushed its deposit rate
into negative territory and restarted the asset purchase programme. The Bank
of Japan continues to pursue its asset purchase programme to support growth
and prices. The policy stance of large central banks suggests that global financial
conditions would remain accommodative in the foreseeable future.

While the accommodative monetary policy will help support global growth,
it could increase risks in the financial system by pushing up asset prices and
leverage. Experience shows that the US monetary policy significantly affects
global financial cycles. In this context, India will need to guard its interests,
and policymakers must make interventions to protect financial stability. A new
study by rating agency CRISIL, which has examined both the easing and tight-
ening cycles in recent years, predictably, shows that foreign portfolio investments
(FPIs) have been low during the tightening period compared to the easing
period. FPI flows were strong during the easing period after the financial crisis,
despite the worsening domestic macro situation. However, foreign direct invest-
ment (FDI) followed a different path, and was closely related to the domestic
economy. India received more FDI during the tightening period than in the
easing period, because of higher growth. The Indian economy grew by 7.3 per
cent between fiscal years 2014 and 2019. FDI flows have again moderated with
the slowdown in the economy. Since FDI is more stable, India will need to
revive growth prospects to attract capital of this variety to bridge its savings
gap. Higher dependence on portfolio flows to fund the current account deficit
could increase financial stability risks. External commercial borrowing also
tends to rise with the Fed’s policy easing. Although the Reserve Bank of India
(RBI) has reduced policy rates by 135 basis points in the current cycle, it has not
translated into lower lending rates and could encourage Indian businesses to
borrow from abroad. As reported by this newspaper recently, Indian firms
raised $13.74 billion through dollar bonds in the first 10 months of this calendar
year, compared with just $1.65 billion in the same period last year.

Higher inflows of external borrowing and FPIs could pose challenges for
the RBI. It could put upward pressure on the rupee and affect exports. The real
effective exchange rate is showing significant overvaluation and has affected
exports in recent years, though problems in the implementation of goods and
services tax also contributed. However, if the RBI intervenes in the market as it
has been doing in the recent past, it will further increase rupee liquidity in the
system, which can potentially affect its inflation-targeting mandate. Therefore,
in the given global macro environment, India will need to diligently manage
and prioritise foreign fund flows. India should create enabling conditions for
FDI and avoid increasing dependence on debt flows. Although the current
account deficit is likely to remain at a moderate level, a higher flow of dollar
debt at a time of slowing growth and rising fiscal pressures could increase risks
to financial stability.

ILLUSTRATION: AJAY MOHANTY

Protecting a
people’s democracy

The executive branch should not have the power to appoint
publicofficials whose role is to protect the Constitution and

prevent executive overreach

he past week has seen the rapid spread of public

I protests against the National Register of Citizens
(NRC) and the Citizenship (Amendment) Act
(CAA). Besides the immediate cause, these protests
also reflect a growing sense that the ruling party, which
won 37 per cent of the popular vote, is ramming through
its agenda without consulting with Opposition and
state governments or taking into account the possible
views of the 63 per cent of the voters who did not sup-
port them. There is a fear that we are drifting towards
a regime where there may be little protection against
executive overreach as crucial constitutional positions
and autonomous institutions are no
longer structurally isolated from
political interference. The sovereign-
ty of people is losing ground to the
executive power of the ruling party.
Nearly 500 hundred years ago a
powerful and pioneering text came
out outlining for the first time the
principles of sovereignty that rested
on people’s consent. It is titled
“Vindiciae Contra Tyrannos” or “A
Defense of Liberty Against Tyrants”.

NITIN DESAI

mage; the first ought to serve and assist the king, just as
all domestic servants are obligated to their masters; the
other to preserve the rights and privileges of the people,
and to hinder the ruler so that he neither omit the things
that are advantageous to the state nor commit anything
that may cause damage to the public.”

This distinction between the two classes of public
officials is not implementable unless the procedures
for their appointment are also differentiated so that the
executive does not play a decisive role in choosing the
public officials who have to protect the Constitution
and people’s rights. This matters most for the integrity
of the election process, impartiality
and objectivity in the formation of
post-election governments and in the
independence of the judiciary and the
police from political interference.

The first and most important set
of public officials from this perspec-
tive of protecting people’s rights are
the governors of states. At present
they are appointed by the ruling enti-
ty at the Centre with little regard for
any factor other than political loyalty.

There is much in this ancient text
that resonates even today, not just in India but also in
other democracies.

With regard to the duty to obey rulers, the text says:
“Accordingly, rulers need to know how far they are per-
mitted to extend their authority over their subjects,
and their subjects need to know in what ways they are
to obey, lest should the one encroach on that jurisdic-
tion, which no way belongs to them, and the others
obey him which commands further than he ought.”

From the present perspective what is very relevant
isthe distinction that the Vindiciae draws between pu-
blic officials, who are servants of the ruler and those
who should consider themselves servants of the people.
Hence the Vindiciae states: “The responsibility of the
one is proper relation to the care of the king’s person;
that of the other, to save the commonwealth from da-

As of now, all but three state governors
are party loyalists. The Sarkaria Commission made
several recommendations to improve matters, includ-
ing that the governor should be an eminent person
from outside the state, that he must not have partici-
pated in active politics, at least for some time before
his appointment, and not be too intimately connected
with the local politics of the state. Most importantly, it
argued that the governor should be appointed in con-
sultation with the chief minister of the state, vice-pres-
ident of India and the speaker of the Lok Sabha. Except
for the recommendation that he should be from outside
the state, none of the other recommendations have
been implemented by this or any previous government
despite exhortations from the Supreme Court. This has
to change if federalism is to be protected and some
semblance of propriety is to be preserved in post-elec-
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tion government formation.

Ina people’s democracy, maintaining the credibility
of the election process is vital for political stability. The
election commissioners are appointed by the ruling exec-
utive without any consultation. We have been fortunate
thata few outstanding election commissioners have risen
to the challenge and helped to build up a credible insti-
tution. But lately, there have been growing concerns
about their impartiality and the time has come for amore
consultative and transparent process of appointment.
InJune 2012, Lal Krishna Advani suggested that appoint-
ment of chief election commissioner should be made by
a bipartisan collegium consisting of the prime minister,
the chiefjustice of India, the law minister and the leaders
of the Opposition in the Lok Sabha and the Rajya Sabha.
But it was not accepted then and will not be revived now
by the ruling party. But such a procedure is now even
more necessary to maintain faith in an electoral process
in the midst of deep ideological conflicts.

The independence of the higher judiciary is crucial
for protecting people’s rights and ensuring constitu-
tional propriety. Following a 1993 judgment, the pro-
cedure for the appointment of Supreme Court and
High Court judges shifted the power of choice from
the executive to the Supreme Court and High Court
collegiums. There have been demands for greater
transparency to which the Court has responded. But
the real guarantee of independence has to come from
ajudicial culture that stresses the crucial role of judges
in ensuring constitutional propriety and protecting
people’s rights.

The police are part of the executive machinery of
the state. But their independence from executive press-
ure needs to be ensured to protect the rule of law and p-
eople’s rights. In 2006, the Supreme Court delivered a
major judgment on police reform that required, among
other things, the establishment of State Security Com-
missions made up of a responsible minister, leader of
the Opposition, other elected representatives, experts,
and credible members of civil society, a National Se-
curity Commission, a Police Establishment Board, and
a Police Complaints Authority, all designed to ensure
merit and transparency in higher-level police appoint-
ments. Regrettably, the actual pace of implementation
of these reforms has been tardy, to say the least.

All governments so far have resisted changes in the
appointment procedures of governors, election co-
mmissioners, and higher police personnel. This is not
going to be any different now, and maybe even more
difficult with strong ideological divides amongst poli-
tical parties. The only answer lies in effective action by
the Supreme Court using its powers of complete justice
under Article 142 to set out appointment procedures
for these functionaries that will ensure selection based
on recognised merit and transparency, neutrality, objec-
tivity, and impartiality in the process of selection.

Till then, one can only exhort those who occupy
these key positions to remember that they are not
answerable to those who have appointed them but are
accountable to the people of the country for protecting
constitutional propriety and the rights of the people
asawhole.

Let me conclude with one final admonition from
the Vindiciae: “It is therefore permitted the officers of
a kingdom, either all, or some good number of them,
to suppress a tyrant; and it is not only lawful for them
todoit, but their duty expressly requires it; and, if they
doit not, they can by no excuse colour their baseness.”

nitin-desai@hotmail.com

Governance by diktat, in an echo chamber

people’s representatives will stop listening to
the people the moment they acquire power.
The second rule is that the longer a group is in power,
the more arrogant and further removed from reality
it will become. And the third rule is ruling politicians
will echo one another, no matter how ridiculous and
far removed from reality it sounds to us. The best
examples of these rules are now all around us.
Remember the last days of the Congress-led gov-
ernment in 2011-13? Rampant cor-
ruption, a brutal rape, economic stag-
nancy, and policy failures had
gripped the country, to protest
against which the docile, the busy
and the insensitive — all came out
on the streets. Is the current mood
turning in that direction? All the
ingredients of those gloomy days of
UPA2 are here, minus the obvious
centralised corruption. Misgoverna-
nce and aimless drift are palpable,
there are protests against brutal rapes

T he first rule of governance in India is that the

A

IRRATIONAL CHOICE

to give loans instead of using reverse repo” while assert-
ing “there is no government interference on banks’
decision-making”. She also “advised” Indian business-
men to bid enthusiastically for government companies,
which are being privatised, asking them to come out
of “self-doubt” and unleash their animal spirits.

Clearly, she is not listening. Some 16 years ago,
Arun Shourie, as disinvestment minister, had said the
government companies “are not crown jewels, these
are bleeding ulcers”. Under successive governments,
they have grown worse. To ask any-
one “tobid enthusiastically” is laugh-
able. On the same day, the prime
minister instructed members of
Assocham, a top industry associa-
tion, filled with successful Indian
businesses and multinationals, to
take decisions freely and “invest
without fear”. As I said, politicians
live in an echo chamber.

Anybody who has some under-
standing of doing business in India
knows how extraordinarily difficult it

again, the economy is spiralling
downwards, and now suddenly, the
people have to deal with a new citi-
zenship process and a national registration that will
cost more than 370,000 crore, at a time when govern-
ment coffers are empty. Spontaneous protests against
this badly-timed moved have erupted all over the coun-
try. And exactly like the previous regime, the current
one, six years in powetr, is not listening.

The previous prime minister was personally honest
but seemed remote from everyday issues of citizens
and businessmen — the job creators. The current prime
minister does not seem to be any different, while min-
isters down the line are as divorced from reality. Former
finance minister P Chidambaram’s diktats were like
King Canute, ordering economic actors to act and forc-
ingevents to unfold, according to his desires. On Friday
the current finance minister lived up to that epithet
by announcing Canute-like “I have asked public banks

DEBASHIS BASU

is to be successful and scale up oper-
ations, creating hundreds and thou-
sands of jobs. Companies that have sur-
vived and grown in the toxic political economy of India
handled everyday bribery, braved enormous delays in
decision-making, cut through scores of maddening
rules and licences, battled court cases, negotiated capri-
cious demands from revenue departments, tiptoed
around draconian laws are super-achievers. They don’t
need to be lectured to. How come politicians, some of
whom have not even won election, much less contribut-
ed anything useful in their lives, never created any jobs
or wealth, are never embarrassed to sermonise to these
successful businessmen that they should be courageous
or overcome self-doubt? Where do they get the confi-
dence to speak with such condescension?
The reason is simple: Once they acquire power,
they are removed from reality, labelling all uncom-
fortable facts as negativity, confident that what they

are doing is right. This was exactly the attitude of
Pranab Mukhetjee, the man responsible for enormous
bad loans and the steroid-fuelled fake growth of the
post-2008 period. On Friday, the prime minister said
the economy was in the doldrums because the current
government had to clean up the mess of the previous
regime. Assuming this is true, who is going to ask him
why his government awarded the Bharat Ratna to a
man singularly responsible for the mess he is cleaning
up? We are not supposed to ask these and a million
other uncomfortable questions. But even assuming
that you can, leaders in power are only interested in
telling you what you should be doing. And of course,
they are all the time echoing one another. The patro-
nising advice to “have no fear” came on the same day
from the finance minister and the prime minister.

All this leads me to wonder why successful busi-
nessmen who are creating jobs in a job-starved coun-
try, while politicians are destroying them, sit as sup-
plicants before politicians, much less subject
themselves to demeaning reprimands or gratuitous
advice? In the Assocham meeting on Friday, the prime
minister was miffed about the lukewarm applause he
was getting and rebuked them for it, he even snubbed
them for not being able to understand what he was
trying to say. The reaction of these successful busi-
nessmen to such humiliation was laughter and
increased clapping. As the prime minister stepped up
his insults and accused them of calling different min-
isters and asking for favours, they listened in silence.

I understand there is little we can do. We can
change governments once in five years and that leads
to no better outcome. At least we should ignore their
endless preaching, and certainly reject their tricks of
subjecting us to an endless cycle of inquisition, guilt
trip, and tension about patriotism, nationalism,
entrepreneurship, cleanliness, black money, new iden-
tity and so on, while netas, babus and party hacks
keep themselves safely above all such trials.

Thewriteris the editor of www.moneylife.in
Twitter: @Moneylifers

The story behind the Steele dossier

~

BOOK REVIEW

JENNIFER SZALAI

Inthe annals of political warfare, sober
recitations of facts often pale next to lurid
speculation. Before they founded the
private intelligence firm Fusion GPS,
Glenn Simpson and Peter Fritsch had long
careersreporting and editing for The Wall
StreetJournal. Asoldjournalism hands,
theyshouldn’t have been surprised when
theirdiligent research into Donald
Trump’s financesslipped into the media
stream with barely aripple, while the raw
intelligence memos sent to Fusion by the
former MI6 agent Christopher Steele
landed like abreachingwhale.

In Crimein Progress, Messrs Simpson

and Fritsch said they “played down” the
most “salacious” anecdote in the memos
— thattheKremlin may have avideotape
of Donald Trump asking prostitutesto
urinate onabed in the Moscow Ritz-
Carlton —inordertoemphasise their
forensic workin following the money.
They found evidence suggestingthat Mr
Trump became dependent on infusions of
Russian cash after astring of bankruptcies
and “hasdonebusinesswith atleast25
individuals and companies with
documented mobties.” But such complex
accounting has proved tobelessenticing.
Apeetapeisworth athousand words.
Republicans have woven anintricate
conspiracy theory around the Steele
dossier, castingitasapartisan hitjobthat
inJuly 2016 sparked an FBIinvestigation
intothe Trump campaign’s ties to Russia.
Lastweek, the Justice Department’s
inspector general issued areport thatlaid
wastetothoseaccusations. The FBI had
already initiated an investigation based on
another stream of information before it

gotwind of Mr Steele’s findings.

Mr Steele was running his own private
intelligence firm, called Orbis, when
Fusion contracted him in May 2016 totalk
to his Russian sources about Mr Trump.
Fusion, inturn,
hadbeen hired
byalawfirm
doingwork for
theHillary
Clinton
campaignand
the Democratic
National
Committee.
That, though,
wasonly after
Fusion’soriginal
client,a
conservative
online publication, backed offfrom
researching Mr Trump when he became
theRepublican field’s front-runner.

Did you get all of that? Messrs Simpson
and Fritschtrytotell thestory asclearly as

‘CRIMEn
PROGRESS

they can, but more money means more
convolutions. To head off charges of anti-
Trumpbias, they stressthat their client
listincludesanumber of companies that
arebigdonorstoRepublican lawmakers.
Crimein Progress describes efforts that
started out ordinarily enough —the kind
of open-sourcereportingand due
diligence searches that Fusion was used to

doingforits
CRIME IN PROGRESS corporate
Inside the Steele clients.One
Dossier and the Fusion lineofinquiry
GPS Investigation of intoTrump’s
Donald Trump businessdeals
Author: uneartheda
Glenn Simpson & flow of Russian

. moneyintohis
Peter Fritsch projects, what
Publisher: Random MrFritschonce
House calleda“tourde
. sleaze.”

Price: $30 Needinga

clearersenseof

whatwas happeninginside Russiaitself,
where publicrecords were hard tocome
by, Fusion reached out to Mr Steele.

The authorschronicle how Steele
becamesoalarmed by what his sources

weretelling him that he asked Fusion’s
permission toshare his raw intelligence
noteswith the FBIand, later, an adviserto
Senator John McCain.

Mr Steele and the authors started
talkingon deep background to
journalists, too, though the authors say
theytook care not toshare the dossier
with the mediabefore the election, and
were furious when BuzzFeed posted the
document in January 2017, ten days
before President Trump’s inauguration.
Thistimeline, they repeatedly argue, is
key: Republicans have tried to portray the
dossierasahoaxoradirtytrick designed
to prejudice the electorate, but how could
ithave swayed votersifit was kept hidden
before thevote?

MessrsSimpson and Fritsch areable
guidestoabyzantine world; their
presentation ismethodical, almost
lawyerly, whichisn’tasbad asitsounds.
Whenreadingastory full of weird
financial transactions, narratives and
counternarratives, it’s helpful tohave
everythinglaid outas plainly as possible —
evenifthelayersof chicaneryare
sometimessodensely packed that their
syntax gets squeezed intougly shapes.

Messr Simpson and Fritsch try to
address conservative conspiracy theorists
head on, devotingan entire chapterto
theirworkwith aRussian real-estate
company named Prevezon and its lawyer
Natalia Veselnitskaya—who,
unbeknownst toFusionatthe
time,arranged a notorious meeting with
the Trump campaign.

Fusion’s conservative critics doubtless
won’t be placated by thisbook, even
though the authors say that those critics
were ultimately what made thebook
possible. Only when Republican
members of Congress forced Fusion to
providedocumentsand testimonyinan
attemptto ferret out a vast left-wing
conspiracy were the authors freed to write
aboutinteractions they “would have
otherwise been contractually obligated to
keep confidential.”

It’sanicebitofironyinabook that
readslike a morality tale about
unintended consequences. As
Mr Simpson told congressional
investigatorsbackin2017: “Wethrewaline
inthewater and Moby Dick cameback.”

©2019 The New York Times News Service
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FM must slash
Income tax rates

This is the only way to stimulate demand; the corporate tax
cut, in fact, won’t boost investment in the short run

IKRAM KIRLOSKAR'S ADVICE to the government that personal income tax

(PIT) cuts can wait and that it should focus on other areas comes as a shock.

On second thoughts, not really. India’s corporate sector is known more for

being greedy than for being generous, ever reluctant to share any benefits
with consumers and always happy to retain all the gains. The government recently
slashed the corporation tax—from 30% to 22%—abonanza if ever there was one. But,
thatis not enough.Afterall these years, India Inc still wants to be protected from global
peerssinceitisnotable tocompetewith them.Both the Bombay Club,and later,the Ban-
galore Club, complained bitterly of how global competition was hurting, insisting the
rules bewritten soas to ensure Indian industrialists always got a better deal.

So,individuals—salaried employees, primarily,since theyare the onesactually pay-
ing taxeswhile the professionals merrilyevade them—don’t deserve a tax break.Some-
one earningjust ¥10lakh perannum must pay taxat the rate of a staggering 30%.But,
the dividend distribution tax must go—else,how do industrialists,who are the biggest
beneficiaries since they are the ones who earn the dividends from their equity hold-
ings, to make ends meet?

Thelargesse doled outin the form of the corporation tax should be taken back.The
FM would dowell to roll back the corporation tax cut,and instead help India’s mid-
dle classes. The fact is, companies are not
going to use the tax break to invest more in
fresh capacity orto hire more people.Manyof | Pvt final consumption
the beneficiaries are FMCG companies and | expenditure (at constant prices)
private sector banks—the Nestles and HDFC | 12_ (% chg, y-o-y)

Banks of the world—that are already doing | 10
well and need no help.

Also, most companies remain over-lever-
aged because in avery benign inflationary sit-
uation, the real levels of debt aren’t coming
down,and revenuesaren’t going up too much.

So,theaccentison cutting costs.Inany case,
asthe data shows,capacity utilisation is barely
70%. Those companies that want to expand
their businesses have bought stressed assets
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that were up for sale via the corporateinsol- | 20. . 3 150
vency resolution process (CIRP). In fact,the | 10/ ™.~ ' .
Insolvencyand Bankruptcy Code (IBC)mecha- | 4

nism is now well established—after several |

amendments to the code and the crucial Essar 174

Steelverdict by the Supreme Court—and so, the = FY13 FY19

CIRPshould be alot smoother.

Giventheneed of thehouristoboost spend-
ing, cuttingincome taxrateswould put some moneyin consumers’pockets.Awell-con-
structed, simple tax framework without any exemptions and sharply lower tax rates
across several income brackets should do the trick. Exemptions complicate matters,help
evasion. Right now, rather than encouraging savings, we need to encourage spending;
so, every single exemption—Section 80C, Section 80D, exemptions for principal and
interest on home loans, etc—should be withdrawn. A simple structure is certain to pro-
duce more returns, and multiple income brackets will help minimise leakages. For
instance,if all exemptions are withdrawn, including standard deduction,an individual
earning ¥10 lakh perannum should not be paying more than 12%.Tax experts believe
lower rates result in better compliance and boost collections. Governments, past and
present,have been unable to recover taxes from professionals like doctors,lawyers,and
consultants as also businesspeople,and voluntary disclosure schemes haven’t worked
toowell. The number of taxpayersin India is ludicrouslylow compared tovarious ‘proxy’
metrics such as car sales or foreign travel. The number of individual taxpayers in 2017-
18was 8.45 crore; thisincludes some personswho paid TDS,but did not file returns.An
FE study that compared a survey by ICE 360 degrees and IT returns filed showed there
couldbe some 68,000 individualsinIndia earningabove X5 croreannually,whereas the
IT returns data has only 5,000 people making this amount. So, some steps need to be
taken torecovertaxesfrom thosewhoare clearly evading taxes;a cleaner structure,with
no loopholes, accompanied by some strict regulation and follow-up—no harassment
though—should deliver the goods.Bigger disposable incomes that allow people to spend
morewill help push up corporate revenues,and in turn, the government’s revenues.

The fact is that while the fiscal deficit for the current year 2019-20 might not end
up much bigger than projected, thanks to bigger non-tax receipts from telecom dues,
the slowdown could see tax receipts remaining under pressure in 2020-21, crimping
government expenditure.

Better liquidity in the banking system, greater transmission of repo rate cuts into
lower interest rates,and post-election revival in activity were to have lifted growth in
H2FY20.Instead, the slowdown has been exacerbated by a combination of slowing
credit flows as banks remain unwilling to lend, and less-than-expected transmission
as banks stubbornly refuse to compromise on their margins.The post-election spend-
ing failed to materialise,with the governments’finances under severe pressure.

The bigblow to growth has come from a sharp decelerationin demand.Lownom-
inal rural wage growth, following from the stress in the farm sector, was hurting
demand, but that seems to be steadying; wages grew 4.5% year-on-year (y-o-y) in
H1FY20,similartolevelsseenin 2018-19.However,due toavariety of factors,urban
spends remain muted.In Q2FY20,when GDP crashed to a six yearlow of 4.5%y-o0-y,
the private final consumption expenditure, or PFCE, grew at 5.1% y-o-y; that is the
slowest in seven quarters but one. In Q1FY20, the PFCE had grown by an anaemic
3.1% y-o-y.At a time when consumer confidence is at decadal lows, consumption
needsabigboost.Tobe sure,consumersare holding back because theyare not sure of
their jobs, or income levels, or both.

TaggingltForward

There are many use cases for FASTag that
the government should consider

EETHING TROUBLES ASIDE, FASTag holds great promise for India. It is,

of course, expected to bring down transport and human resource costs

while reducing stoppage time on the road for vehicles. A study conducted

by Transport Corporation of India (TCI) and IIM Kolkata in 2014-15
found that even though average speed of vehicles had increased, average stop-
page delay per kilometre remained almost the same (0.0032 hr/km vis-a-vis
0.0034 hr/km),whereas the average stoppage expenses per tonne-km worsened,
increasing 133% from ¥0.16/tonne-km in 2011-12 to ¥0.28/tonne-km in 2014-
15.Given that FASTag addresses this,it maylead to,as another study finds,a ben-
efit of 12,000 crore perannum.

UIDAIarchitect Nandan Nilekani,ina 2010 report,spoke of the benefits of the RFID
technologythat FASTag is based on.Earlier,when the government had made it manda-
tory forall cars to have RFID, the absence of a payment mechanism and a vehicle data-
base made the exercise fruitless.With therevolution in digital payments, FASTagis sure
tobecomea success.But,the government shouldn’tjust think of FASTagasa solution to
toll-payment delays. A new high-level RBI committee headed by Nilekani suggests
broader use for FASTag. Once the government has a database on vehicles, it can start
building services around it—fuel payments, payment of penalty for traffic violations,
parkingand congestion charges, etc. Not onlywould this ensureawideracceptance of the
service but it would also mean improving accountability and revenue collection.

Opinion

S ONION PRICES crossed
%100/kg in several retail
markets, the central gov-
ernment has started hav-
ingsleepless nightsoverits
failure to control the spiking prices.
Interestingly, during this period, an old
video of prime minister Narendra Modi,
then Gujarat chief minister, criticising
the UPAgovernment forhigh onion price
went viral on social media. The PM was
recorded saying, “Now we have to open
lockers for onions too,and keep the onions
locked in the house, [and] when guests
come, they should only be served with its
fragrance... This government is capable of
giving tears without onions. Look at their
sins—their claws have snatched onions
from India’s poor who used to survive by
consuming bajrafwheat/jowar/maizerotis
with onions. Those who have snatched
away onions from the poor, thereis aneed
towipe away their sultanates fromentire
India.” Now,when heis in power himself
and retail prices of onion have gone
through the roof, PM Modi is silent. This
showsthatitiseasytocriticise others,but
policymakingisatoughjob thatrequires
humility, proper understanding of
issues, resource-backing, and sustain-
able implementation of strategy. Here,
wediscuss how future fiascos relating to
onions can be avoided.

But,let usfirstrecount the journey of
onion prices over the last few months.
When retail prices touched ¥50-60/kg
in September-October, the government
imposed aminimum export price (MEP),
put stocking limits on retailers and
wholesalers, and then, finally, banned
onion exports. However, when these
measures failed to tame onion prices,
evenincome taxraidswere conducted on
traders (see graphic). This only shows
bankruptcy of ideas in policymaking.
Such asituation has arisen almost every
alternate year, but we have refused to
learn. Then finance minister, late Arun
Jaitley, had announced and allocated
X500 crore for “Operation Green”in the
2018 Union Budget preciselytostabilise
the prices of tomatoes,onions,and pota-
toes (TOP).The scheme was to be imple-
mented by the ministry of food process-
ing, but their website shows that the
money has still not been released.

The current spike in onion prices
could have been anticipated earlier. The

people's voice

FROM PLATE TO PLOUGH

THE GOVT'S RESPONSE TO THE ONION-PRICE SPIKE HAS BEEN KNEE-JERK. INSTEAD, IT MUST BEEF UP
STORAGE , JUNKTHE ESSENTIAL COMMODITIES ACT & PROMOTE USE OF DEHYDRATED ONIONS

A case of
not knowing one’s onions

HARSH WARDHAN

‘Gulatiis Infosys Chair Professor for Agriculture &
Wardhan is consultant, ICRIER. Views are personal

horticulture statistics division had
reported 7% lower kharif acreage com-
pared to previousyear(2.73 lakh hectare)
in major onion growing states (Maha-
rashtra, Karnataka, Madhya Pradesh,
Andhra Pradesh,Gujarat,and Rajasthan).
Due to heavy rains in September/Octo-
ber, almost 58% kharif onions in MP,
189% in Karnataka, and 2% in AP got
damaged. Besides, continuous rains led
toadelayin harvesting in Maharashtra.
However, the government woke up late
and directed MMTC toimport 1lakh MT
of onions. With relaxed fumigation
norms,onions are being imported from
Afghanistan, Turkey, and Egypt. The
question is, at what price will MMTC
import and dump in Indian market.
Indiaisalreadythelargest exporterof
onions in theworld,with an average of 2
MMT of exports per year (see graphic).
Instead of banning these, it is better to
keepimportsopen,sothatwhen domes-
tic prices rise unduly, private trade can
start importing, rather than waiting for
the government to take a delayed deci-
sion.Thisway,India canremainareliable
global exporter, helping farmers getbet-
ter prices on a sustainable basis. Abrupt
export bans are anti-farmer and reflect

Weekly onion prices and policy interventions
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the failure of government policy.To take
care of consumers’interests,India needs
tobuild propervalue chains,as envisaged
under“Operation Green”.

So,how to safeguard the interests of
farmersaswellas consumers? First,stor-
agefacilities forrabi onions mustbe cre-
ated onamassive scale,both at the farm-
ers’and traders’ends.When onion prices
were hovering around I4-5/kg in April-
May this year, the government could
have purchased theseat,say,¥10/kgand
stored them in modern private sector
godowns. However, repeated stocking
limits, and raids discourage private
investmentsin modern cold storages.To
encourage private storages, the Essential
CommoditiesActhastogo,andiftraders
collude, let the Competition Commis-
sion of India (CCI)—and not income tax
officials—look into this.

Second, the government needs to
promote use of dehydrated onions
(flakes, powder, granules) among urban
householdsand bulk consumers (armed
forces, hospitals, restaurants, etc). As
onions are a sensitive commodity, the
government should also keep a buffer
stock of dehydrated onions,which havea
much longer shelf life, especially since
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¢ ANTI-CAA CONCERNS

Chief minister of West Bengal, Mamata Banerjee

If you don't take back the black CAA, if you don't
reconsider the decision about (implementing nation-
wide) NRC, you will have to go. Don't ignore

1kg of the product equals 10kg of fresh
onions; this is the right time to promote
their use. Mahuva, in Gujarat, is already
ahubforthedehydrated onionindustry,
with more than 100 storage units. How-
ever,withlowinternational and negligi-
ble domesticdemand, these units havea
high pile-up of previousyear’s stocks.On
the contrary, Jain Irrigation emerged as
the largest dehydrated onion company
in India, engaging small and marginal
farmers on contract.The price tobe paid
to growers is assured by the company
even before planting. And, if the market
price after harvest is higher than the
assured price, farmers get a price that is
60 paise/kg less than the market price.
Such models of contract farming reduce
market risk,and need tobe scaled up.

Third, small and marginal farmers
should be organised into FPOs,and direct
buying by organised retailers should be
encouraged through contract farming,
bypassing the mandi system. Addition-
ally, market reforms, along with over-
haulinginfrastructure of existing APMC
mandis,arerequired.With more than 5.5
yearsin power,the Modigovernment has
missed the golden opportunity of carry-
ing out APMCreformsin thelarge num-
berof statesit ruled,and this opportunity
isslipping furtheraway from theirhands
by the day.Without that, the question of
unified national markets, or stabilising
price and fair price to farmers and con-
sumers is mere talk.

It is time to wake up from the onion
nightmare and work towards more sus-
tainable solutions than taking ad-hoc
knee-jerk measures.

Onion Net Exports from India
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Student troubles & political ripples

The urgent need is not to
alienate anyone further. The

country is perplexed as to why

it is urgent to solve the
refugee citizenship issue now

HAROLD MACMILLAN, THE prime
minister of the UK in the late 1950s,
was known as SuperMacbecause of his
ability towin electionsand be an effec-
tive leader. He was asked by a younger
politician what worried him most.
“Events,dear boy, events,” he said.

The Modi-Shah government is
experiencingwhat Macmillan was talk-
ing about. Without any warning, a
tsunami of protests has spread across
India within half a week. India has
developed a student rebellion much like
the 1968 revolutions in USA, France,
and the UK.A student revolt starts with
a stray incident in some campus and
then spreads like a virus across the
world through a sense of solidarity. Stu-
dents have not yet had time to be disil-
lusioned and corrupted by reality. They
are innocent enough to be idealistic.
They take risks. (I know someone who
gave up college and became a Naxal at
the first call by Charu Mazumdar. He is
now high up advising the government.)

Only once before, in the early
1970s, have we had a similar sudden
and widespread protest movement.
Jayaprakash Narayan led the Navanir-
man movementwith thousands of stu-
dents. It shook the Indira Gandhi gov-
ernment. We all know what happened
next.That movement broughtinto pol-
itics Lalu Prasad Yadav and Mulayam
Singh.The Emergency that followed
saw a young RSS pracharak, Narendra
Modji, in an active underground role.

The BJP surprised everyone this past
summer by achieving a single-party
majority for a second time. It had no
opposition to speak of in Parliament. It
had every opportunity to implement its
vision of India.The questionwaswhether

DESAI

Prominent economist & Labour
peer. Views are personal

itwould complete the growth storyof the
first term, concentrate on the target of a
$5-trillion GDP,or finish the health pro-
gramme promised by Ayushman Bharat
or realise the Make in India vision. None
of the above.Indiawasin fora surprise.
The government was decisively on
the front foot soon after May. First came
Article 370.The target was Pakistan,and
the arena of combat the UN Security
Council.Indiawon that hands down.But,
the trouble remains—the KashmirValley
itself,which refuses to be calm orjoyous
aboutthenewprospect the government
is offering. When Farooq Abdullah is the
biggest threat to the government, we
knowthat Pakistan never
was the problem.
Now,we have the CAA.
Once again, the govern-
ment sawthe two Houses
of Parliament as the bat-
tleground. That was the
predictably easy bit. New
battlegroundshave come
up in Assam and Bengal.
How could the govern-
ment not see it coming?
Assam had been in tur-
moil over the NCR; the
stateisnotworried about
just the Bangladesh Muslims, the
Assamese havebeen agitatingagainstall
Bengalis and Biharis from before the
Partition.Forthem,the Assamese Nation
is under threat. Be they Hindus, Bud-
dhists, or Muslims from India or
Bangladesh, for the Assamese, they are
all outsiders, and unwelcome. The
extension of the deadline for entering
Indiahasbeen moved from 1971 inthe
Assam Accord to 2014 in the CAA.
Assamese are angry about the CAA’s

Authorities will
blame outside
agitators, and
overreact...
Repression is the
wrong response as
it inflames
emotions further

inclusiveness; the rest of the country is
worried about the exclusion of Muslims.
It is beyond the comprehension of
those whose central ideological frame-
workisbuiltaround the Two Nation the-
ory.There are at least as many cultural
nations in India as there are languages.
Remember, Bangladesh is a country
today because it was Bengali—this, and
notIslam,defined its nationhood.Tamil
Muslims will be Tamils first and Mus-
lims second on the issue of Hindi.
Then, there are the campuses. Each
is a microcosm of the political nation.
These students are also wired into the
world at large. Expect student solidar-
ity with Jamia across the
world, not just across
India. There will be allega-
tions of police brutality,
and sooner than not, the
accidental mortality of a
student bystander.
Authoritieswill blame out-
side agitators,and overre-
act.Thatwill inflame mat-
ters further. Repression is
the wrong response as it
inflames emotions fur-
ther.It is predictable.I saw
itin 1968.General Charles
de Gaulle, the Great War hero, had res-
cued France from chaos,but hewas out
of his depth when Paris erupted in stu-
dent revolt.Hard police attacks did not
work. Uncomprehending, he resigned.
The urgent need is not to alienate
anyone further. The country is per-
plexed astowhyitisurgent tosolve the
refugee citizenship issue now, in this
way. We need a nationwide conversa-
tion to explain why and how the fears
of the Muslim minorityare misplaced.

Source: Directorate General of Foreign Trade
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On Brexit

While the government enjoys a
resounding public-mandate and a
healthy majority in the house, a lop-
sided cabinet structure dominated
by Brexiteers is seemingly the new
norm. That said, the regime ought to
accomplish a lot more in the current
term, than merely send across a
strong message on sovereign-unity,
especially when continued political
instability over the last few years has
delayed the outcome, despite
multiple attempts to build consensus
on a viable-deal. Although, it sounds
fair to respect the first-referendum
and have a leadership which favours
Brexit, a diligent roadmap is required
to accomplish the revised deadline.
Significant levels of anxiety still
prevail among bureaucrats, the EU
council, international business
forums and select sections of the
society, as possibilities of a second-
referendum or No-Deal Exit are
pretty much alive. Instead of closing
the chapter for good and
concentrating on larger socio-
economic issues to prioritise public-
welfare, the transition has been
prolonged. Of late, a lacking
collaboration, political turmoil and
uncertainty over availability of goods
& basic necessities, has dampened
the business-sentiment and forced
untimely exits for ventures. As
markets keenly eye the
implementation of next viable-steps
by the leadership to improve the
business-environment, retain
empathy and regain valuations. A lot
more than change of guard and iron
will is thus needed to bridge the gap.
It is the absence of a crystal-clear
exit-terms and prevailing ambiguity
over EU-requirements, even after an
elongated phase of relentless
administrative-efforts which is seen
impacting the geo-politics.

— Girish Lalwani, Delhi
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TECHNOLOGY AND SOCIETY |

Pessimism v

progress

Contemporary worries about the impact of
technology are part of a historical pattern

ASTER, CHEAPER, BETTER—
technology is one field many
people rely upon to offer a
vision of a brighter future. But
asthe 2020sdawn,optimismis
inshort supply.The new technologies that
dominated the past decade seem to be
making things worse. Social media were
supposed to bring people together.In the
Arab spring of 2011 theywere hailed asa
liberating force. Today they are better
known for invading privacy, spreading
propaganda and undermining democ-
racy. E-commerce, ride-hailing and the
gigeconomy may be convenient,but they
are charged with underpaying workers,

exacerbatinginequalityand clogging the
streets with vehicles. Parents worry that
smartphones have turned their children
into screen-addicted zombies.

The technologies expected to domi-
nate the new decade also seem to cast a
dark shadow. Artificial intelligence (AI)
may well entrench bias and prejudice,
threaten your job and shore up authori-
tarian rulers. 5G is at the heart of the
Sino-American trade war. Autonomous
cars still do not work, but manage to kill
peopleall the same. Polls show that inter-
net firms are now less trusted than the
banking industry. At the very moment
banks are striving to rebrand themselves

ILLUSTRATION: ROHNIT PHORE

as tech firms, internet giants have
become the new banks, morphing from
talent magnets to pariahs. Even their
employees are in revolt.

The New York Times sums up the
encroaching gloom. “A mood of pes-
simism”, it writes, has displaced “the idea
of 1nev1table progress born in the scien-
tific and industrial revolutions.” Except
thosewordsare fromanarticle published
in 1979.Back then the paper fretted that
the anxiety was “fed by
growing doubts about soci-
ety’s ability to rein in the

smoke-belching mills.

Stand back,and in each of these histor-
ical cases disappointment arose from a
mix of unrealised hopes and unforeseen
consequences. Technology unleashes the
forces of creative destruction, so it is only
natural that it leads to anxiety; for any
given technology its drawbacks some-
times seem to outweigh itsbenefits. When
this happens with several technologies at
once,as today, theresultisawidersense of
techno-pessimism.

However, that pessimism can be over-
done.Too often people focus on the draw-
backs of a new technology while taking
its benefits for granted. Worries about
screen time should be weighed against
the much more substantial benefits of
ubiquitous communication and the
instant access to information and enter-
tainment that smartphones make possi-
ble. A further danger is that Luddite
efforts toavoid the short-term costs asso-
ciated with a new technologywill end up
denying access to its long-term bene-
fits—something Carl Benedikt Frey, an
Oxford academic, calls a “technology
trap”.Fears that robots will steal people’s
jobs may prompt politicians to tax them,
for example, to discourage their use. Yet
in the long run countries that wish to
maintain their standard of living as their
workforce ages and shrinks will need
more robots, not fewer.

That points to another lesson, which
is that the remedy to technology-related
problems very often involves more tech-
nology.Airbagsand otherimprovements
in safetyfeatures,forexample,mean that
inAmerica deathsin caraccidents perbil-
lion miles travelled have fallen from
around 240 in the 1920s to around 12
today. Al is being applied as part of the
effort to stem the flow of extremist mate-
rial on social media. The ultimate exam-
pleisclimate change.Itishard toimagine
anysolution that does not depend in part
on innovations in clean energy, carbon
capture and energy storage.

The most important lesson is about
technology itself. Any powerful technol-
ogy can be used for good orill. The inter-
net spreads understanding, but it is also
where videos of people being beheaded
go viral. Biotechnology can raise crop
yields and cure diseases—but it could
equally lead to deadly weapons.

Technology itself has no agency: it is
the choices people make about it that
shape the world. Thus the techlash is a
necessary step in the adoption of impor-
tant new technologies. At its best, it helps
frame how society comes to terms with
innovations and imposes rules and poli-
cies that limit their destructive potential
(seat belts, catalytic converters and traffic
regulations),accommodate change (uni-
versal schoolingasaresponse to industri-
alisation) or strike a trade-off (between
the convenience of ride-hailing and the
protection of gig-workers). Healthy scep-
ticism means that these questionsare set-
tled by a broad debate, not by a coterie of

technologists.

W " Fire up the mOral

seemingly runaway forces of As the decade engine
technology”. turns, put aside the Perhaps the real source
Today’s gloomy mood is f of anxietyis not technology
gloom for a

centred on smartphones
and social media, which
took off a decade ago. Yet
concerns thathumanity has
taken a technological wrong
turn,orthat particulartech-
nologies might be doing

arisen before. In the 1970s

moment. To be
alive in the tech-
obsessed 2020sis come up with good
to be among the

luckiest people
more harmthan good,have who have ever lived

itself, but growing doubts
about the ability of societies
to hold this debate, and

answers. In that sense,
techno-pessimism is a
symptom of political pes-
simism. Yet there is some-
thing perverselyreassuring

the despondency was e aboutthis:agloomydebate

prompted by concerns

about overpopulation, environmental
damage and the prospect of nuclear
immolation. The 1920s witnessed a
backlash against cars, which had earlier
been seen as a miraculous answer to the
affliction of horse-drawn vehicles—
which filled the streets with noise and
dung, and caused congestion and acci-
dents.And theblight of industrialisation
was decried in the 19th century by Lud-
dites,Romantics and socialists,whowor-
ried (with good reason) about the dis-
placement of skilled artisans, the
despoiling of the countryside and the
suffering of factory hands toiling in

is much better than no
debate at all. And history still argues, on
the whole, for optimism. The technolog-
ical transformation since the Industrial
Revolution has helped curbancient evils,
from child mortality to hungerand igno-
rance. Yes, the planet is warming and
antibioticresistanceis spreading. But the
solution to such problems calls for the
deployment of more technology,notless.
So as the decade turns, put aside the
gloom for a moment. To be alive in the
tech-obsessed 2020s is to be among the
luckiest people who have ever lived.

THE ECONOMIST

Unveiling White

Revolution 2.0

DEY
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The dairy business is expected to reach
X21,97,100 crore by 2024

N 2019, INDIAEMERGED as thelargest milk producer

and consumer. Niti Aayog estimates that the country

isexpected toincrease its milk production to 330 mil-

lion metric tonnes (mt) in 2033-34 from the current

level of 176 mt. Marketing and innovation, thus, are
increasinglybecoming important on the cusp of White Rev-
olution 2.0.Thisisalso evident from the fact that dairybusi-
ness is expected to reach ¥21,97,100 crore by 2024 with a
CAGRof about 16%.

But,is White Revolution 2.0 symptomatic in nature?

The newrevolution has effectuated dairy firms’market-
ing strategy for milk and milk products, resuscitating the
outlook of product-market mix. For example, until 1990s,
dairy business was more specific to production and sales of
butter, ghee, skim milk powder (SMP/WMP), spray and the
marKket structure was oligopolistic. When the market inte-
gration took place post-liberalisation and Milk and Milk
Products Order (2002) was abolished, dairy businesses
observed aradical shift toward a strategic product diversifi-
cation towards functional and traceable foods like nutrition-
based health drinks, packaged milk products (such as
paneer),and frozen/probiotic products and so on.

Second, market structure,conduct,and performance has
dramatically changed post 2000s. Besides the established
cooperative federations like Amul, other state cooperative
federations and multinationals (namely, Nestle, Danon,and
Lactalis) are aggressively harnessing the untapped business
potential. Itisinteresting tonote that thereare 28 state fed-
erations, 218 district unions, 1,85,903 dairy cooperative
societies. These societies are directly associated with 16.6
million farmers. However, the federal structures have out-
reach toonly 249% of villages and around 2 2% of milch ani-
mal population. A majority,

80% of the market share, lieS E—
with private dairies and/or
informal/unorganised mar-
kets.Thus, there is an opportu-
nity to improve milk procure-
mentand processing. Strategic
partnership and competitive
intelligence can create and dis-
tribute tangible benefits by
strengthening the backend
and frontend supply chain.

Third, increase in the mar-
ket share depends on how
dairy firms’ capabilities and
their resources are utilised T T
given the opportunities and
threats emanating from emerging markets economies.
White revolution 2.0 can strengthen the scope of vertical
integration between cattle feed industries, dairy machin-
ery firms, producer cooperatives unions, state marketing
federations,advertising and marketing firms,logistics and
distribution agencies.

Fourth,contract/corporate dairying and emerging global
dairytradearerequired to ropein dairy supply chains stake-
holders in order to expand their outreach and “on-the-go”
product positioning into the target segment. Also, digital
technology-enabled dairy firms need to identify their com-
patible partners and competitors for co-creation through
product-process innovation via relationship/value-based
marketing. Freshness in milk,and convenience to store milk
or milk products can be a technologyinnovation broughtin
by large dairy firms in association start-ups.

Fifth, National Dairy Development Board (NDDB) plays a
pivotal role in dairy businesses through institutional and
structural/policy reforms. For example, National Dairy Plan
flagged off in 2012 at the auspices of NDDB has just con-
cluded its phase one with an outlay of ¥2,242 crore. The
phase one aimed to improve milk production and animal
breed development.The phase two,which will begin shortly
with an outlay for ¥8,004 crore, will provide the financial
assistance to private dairy units for processing, increasing
their outreach to the unexplored market, and improving
milk quality testing at the milk collection centres.

The phase two of
the National Dairy
Plan, which will
begin shortly with
an outlay of ¥8,004
crore, will provide
financial
assistance to
private dairy units

The article is an abridged version of a lecture note titled
‘Status and Scope of Marketing Intelligence in Dairy Busi-
ness Management’presented at the Navsari Agricultural
University at the CAAST-NAHEP project, ICAR

OME OF THE recent scientific

studies have found that people

who receive higher education

live longer than those who do

not. What’s more, it also found
that failing to obtain a higher education
could be as damaging to a person’s life as
smoking cigarettes. According to a new
study,reading books extend lifespan by up
to twoyears,and the more often you read,
the better.

The authors of one of such famous
study include professors and research
associates from the University of Col-
orado-Denver, New York University and
the University of North Carolina-Chapel
Hill. This includes Patrick Krueger, who is
an assistant professor in the Department
of Health and Behavioral Sciences at the
University of Colorado-Denver’s Anschutz
Medical Campus and a member of the
research faculty at the Institute of Behav-
ioral Sciences at the University of Col-
orado-Boulder.

It seems American musician Frank
Zappa was wrong when he said “so many
books, so little time.” According to a new
study,reading books could extend lifespan
by up totwoyears,and the more oftenyou
read, thebetter.Readingbooksisnotjusta
popular pastime; numerous studies have
hailed the benefits for health. Few of the
recent studies carried on in various Uni-
versitiesinworld have reported that read-
ing fictional books and books of your
choice encourage thinking empathetically
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Education makes
us live longer -

Over the years, much attention

has been paid to mortality
rates based on socio-
economic status

and itimproves rationality of mind too.

Backin 1975, economists concluded
thatlongerlifespan islinked to wealth of
aperson,and concluded that wealth itself
increases longevity. It seemed self-evi-
dent: everything people need to be
healthy from food to medical care costs
money.But soon it emerged that the data
didn’t always fit that theory. Economic
upturns didn’t always mean longer lives.
In the 1980s, researchers found gaining
higher education is associated with a
greater increase in life expectancy than
gains in wealth.

Finally, the more educated people in
any country tend to live longer than their
less educated compatriots.But such people
also tend to be wealthier because of their

HATTANGADI

The writer is Management thinker and blogger

higher degrees they find better job oppor-
tunities,soit hasbeen difficult tountangle
which factoris increasing lifespan.

One undeniable fact is of teachers and
college professors: they live longer and
remain intellectually agile much longer
than therest of the population.The reason
being that theyengage in research most of
their lives for teaching, for publishing
which increases their longevity and most
importantly also slows down their ageing
process. Because they mingle most of their
liveswith youngsters, they tend to remain
young at heart and soul.

It’s no secret that over the last few
decades, life expectancyin the United States
hasbeenrising. However,recent data shows
that not everyone has benefited from this

encouraging trend.Anewfinding from Har-
vard Medical School and Harvard Univer-
sity shows that individuals with more than
12 years of education have notably longer
life expectancy than those who never went
beyond high school. “We like to think that
as we as a country get healthier, everyone
benefits,” says David Cutler, dean for social
sciences at the Faculty of Artsand Sciences,
Harvard University.

Over the years, much attention has
been paid to mortality rates based on
socio-economic status, but less attention
has been paid to recent trends in life
expectancy,mortality,and education level.
To understand recent mortality trends,
David Cutler and John Meara of Harvard
Medical School combined death certifi-

cate data with census population esti-
mates and data from the National Longi-
tudinal Mortality Study.Restricting analy-
sestowhitesand non-Hispanicblacks, the
team created two separate data sets, one
covering 1981-1988,and the other 1990-
2000.In both data sets, life expectancy
rose forindividualswhohad more than 12
years of education.

For example, comparing the 1980s to
the 1990s, better educated individuals
experienced nearly a year and a half of
increased life expectancy, while the less
educated experienced only halfa year. For
1990-2000, life expectancy rose an addi-
tional 1.6 years for better educated, while
remaining fixed for the less educated.

Let’s look at what benefits educated

people? Educated people get routinely
involved in social networking; they get
access toinformation because of theirabil-
ity tounderstand information. People with
higher education feellike theyhave better
ability to deal with adversity and have self-
efficacy; they have more cognitive skills to
manage any sort of complicated situation.
They can easily navigate the health care
system; they have more social support.

Reading helpsus understand howother
people think and feel. Reading improves
our emotional intelligence. This under-
standing can improve the overall quality of
a person’s life as it would allow the person
toactwithbetterjudgmentand have more
insight into the feelings and thought pat-
tern of others. Research has shown that
reading changes certain areas of the brain
and activates certain other parts. Accord-
ing to neuroscientists, reading “rewires”
thoseareas of the brain responsible for spo-
ken language and vision. Hence, we see
good readers with strong communication
skills and cognitive intelligence. Reading
can improve the functioning of the brain
area that filters the massive amount of
visual information that we see every day.
This effect can also be observed in adults
who learn to read much laterin life.

Learning has no age bar. Each and
every human is born with a right to be
educated irrespective of his or herage. So,
don’t hold back your urge to learn. The
goal of education is to improve intelli-
gence, character plus caliber.
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