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Air India's prospects of finding a good match look bleak

OUT OF THE BLUE

ANJULI BHARGAVA

he other day, a news

I report caught my atten-
tion. It quoted a govern-

ment official claiming that two
airlines — IndiGo and Etihad —
had evinced interest in acquir-
ing Air India. It also stated that
the Tatas had not yet shown any

interest in the proposed sale.As
things stand, only an Indian-
owned carrier can opt for 100
per cent of the stake; a foreign
airline or investor can own only
49 per cent.

Of all the possible airlines,
the two mentioned in the report
struck me as most unlikely suit-
ors. IndiGo already commands
close to 50 per cent of the
domestic market share and
although Air India’s domestic
presence has been on a steady
decline, the combined entity
would cross 50 per cent of the
market share, attracting the
attention of the Competition
Commission of India (CCI). As
it is, IndiGo is driving fares and
many in Jet argue that its clo-
sure was driven by the market
leader’s predatory pricing once
Jet’s problems surfaced. A for-
mer CCI chairman told me that

there was no chance that the CCI
would approve an acquisition of
the national carrier by Indigo.
Expecting Etihad — which
recently burnt its fingers with
Jet’s closure and has plenty of
troubles of its own — to step in
would be equally naive. In 2018,
the airline posted a loss of $1.8
billion, taking its three-year-
deficit up to $4.8 billion. There
have in fact been talks of Etihad
being bought out by Emirates or
one of the stronger partners in
the Gulfregion. To float its name
as a potential taker for Air India
at this stage sounds almost silly.
Meanwhile, Air India’s own
internal problems refuse to
abate. The airline’s net loss for
2018-19 was 38,400 crore, against
a revenue of 326,400 crore.
Although at some stage during
the current financial year and
after Jet’s demise, Air India

hoped to lower its losses for the
year and even post a small oper-
ating profit, it now seems
unlikely. CAPA estimates that
the airline will end the year with
a loss upwards of $500 million
but the industry is willing to bet
the final loss will be much high-
er than the CAPA estimate.

In addition to its mounting
losses, a substantial part of Air
India’s fleet is on the ground due
to maintenance problems and
parts being unavailable due to a
paucity of funds. Almost
through the last year, between
25 and 35 aircraft were ground-
ed, give or take a few. This, of
course, is paradoxically good
news for the carrier as more air-
craft in the air means higher
losses. Typically, airlines don’t
want to keep any planes on the
ground and look at maximising
utilisation. As with the country
as a whole, none of the usual
yardsticks apply in the case of
our national carrier!

An acute shortage of funds
has the airline strapped on all
fronts. Salary delays are a given,

no one expects timely pay-
ments. They are, in fact, grateful
that payments are still being
made. CMD Ashwini Lohani
meanwhile has been out with a
begging bowl, yo-yoing between
the threat of closure and reas-
surances of continued opera-
tions, a daily comedy circus that
no one takes very seriously any
longer. Responses to his threats
and exhortations appear to be
taken in from one ear and let out
from the other by a government
that’s mired in all manner of
controversy.

Although Lohani with his
more tempered handling of staff
has proved better for employee
morale than his predecessor,
junior pilots in the airline have
been putting in their papers.
Resignations have been high
enough in numbers to raise a
degree of alarm, stirring the
director operations into action,
making himself available to meet
the aggrieved in the last week of
holiday season in December.
Heavens must truly be falling!

Resignations of any kind are
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a rarity in our national carrier,
known for the stickiness of its
staff in general. After you have
worked in Air India, ajob in any
other airline feels like actual
work so you'd really have to be
bitten by a mad dog to quit.
When I asked one of the senior
employees — who has been there
since the late 1980s - about this
strange and recent phe-
nomenon, he pointed out that it
must be the younger lot. “The
high command and comman-
ders of the airline will never
leave until it shuts down; who
else will tolerate their tantrums”,
he said in jest but with an
uncanny degree of realism.

So dear reader, loath asI am
to be the harbinger of bad news
in the very first days of the new
year and decade, I am really not
optimistic on any kind of wed-
ding in 2020. With a less than
comely bride and no dowry
to speak of, the prospects of
landing a good match look
bleak, a grim, sinister and no-
nonsense prospective father-in-
law notwithstanding.

A sweeter deal for sugar exports

Although the industry was unable to meet its export quota Iastyear the forecast of global shortage this year offers fresh hope

KUNAL BOSE

casts and the resultant global sur-

plus or deficit are the principal
movers of raw sugar futures (raws) prices
on the Intercontinental Exchange (ICE)
in the US. With Brent crude holding well
above $65 a barrel and seemingly on track
for monthly gains in the new year, Brazil,
the world’s largest producer and exporter
of sugar, will be using a still higher per-
centage of its sugarcane output to make
ethanol. Expert body reports suggesting
aglobal shortfall of up to 8 million tonnes
(mt) between sugar production and use
in the current season that began in
October 2019, a fall in global
stocks to 50 mt and Brazilian
exports likely todrop1mtto18.6
mt will do good to raw futures
to India’s advantage.

This is because the Indian
industry contending with brim-
ming inventories has been giv-
en a mandate by the govern-
ment to sell 6 mt in the world
market. Even while the country
is a now-on, now-off kind of
exporter of the commodity,
depending on production cycli-
cality and stocks, mills with sup-
port of what is claimed to be World Trade
Organization (WTO)-compliant govern-
ment subsidy have not done badly in the
competitive world market. Besides
Brazil, producing countries such as
Thailand, Australia, Mexico and
Guatemala, with limited domestic mar-
kets, must in all circumstances be able
to sell large quantities in the world mar-
ket for industry survival. No wonder,
some rival exporting nations have com-
plained to WTO that Indian sugar
exports are aided by “illegal” subsidies.
The factis WTO rules allow subsidies for
defraying transportation cost and mar-
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keting of agricultural products till 2023.

Last season, the Indian industry had
the authorisation to export 5 mt and it
ended up selling 3.8 mt. Considering the
improvement in the sugar market scene
since, how much of the 6 mt will get
shipped overseas during the season end-
ing September 2020? Balrampur Chini
Managing Director Vivek Saraogi is on
record saying: “Hopefully, we are able
to export 5 mt this season and that will
pare our sugar inventory to below 10
mt.” Two consecutive years of Indian
bumper production left an unmanage-
ably large October 2019 opening stock
of 14.6 mt, equalling over six months of
domestic consumption.

To counter the nega-
tive fallout of this on local
sugar prices that finally
compromises mill capaci-
ty to settle cane bills in
time, New Delhi is keen on
large exports. A WTO-
compliant subsidy of
310,448 a tonne that will
cost the exchequer 36,268
crore in case the entire 6
mt is exported is, there-
fore, sanctioned. That the
Centre concedes the
industry needs more suc-
cour is confirmed by its expanding the
buffer stock by 1 mt to 4 mt and freezing
the fair and remunerative price (FRP) of
sugarcane at 3275 a quintal, leaving grow-
ers somewhat disappointed. The upshot
is the government support is linked to
the industry doing well with exports.

Trade officials believe that the
achievement of 6 mt overseas sales target
is possible because of government sup-
port and improving raw futures quotes
on ICE. March delivery raw futures are
traded at around 13.50 cents a pound. In
the past 52 weeks, raws moved from a
low 0f 10.68 cents to a high 0f 13.67 cents
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a pound. The more recent positive dis-
position of Indian mills to export has got
as much to do with ICE price improve-
ment as with production shrinkages in
other producer-exporter nations.

The US Department of Agriculture
(USDA) recently projected that 2019-20
global sugar production is likely to be
down 6 mt to 174 mt with “overall
exports estimated to be flat.” Sugar out-
put in Brazil is restrained due to a higher
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rate of diversion of sugarcane for ethanol
production. The Brazilian sugarcane
industry association UNICA has indi-
cated that sugar factories will be using
35 per cent of the crop to make sugar
against 35.9 per cent in the previous sea-
son. Lower production will automatical-
ly result in a smaller export surplus. In
any case, the Brazilian industry has
found domestic sales and ethanol pro-
duction rewarding enough not to be

ONTHE JOB

obsessed about exports. The South
American nation’s sugar exports will be
at a decadal low, says USDA.

The European Union is likely to see
its beet-based sugar production up
119,000 tonnes to 179 mt. Even then, the
region will need to import at least
500,000 tonnes for internal consump-
tion. USDA says lower rainfall leading to
compression in sugarcane productivity
and juice recovery rate on cane crushing
will be responsible for Thailand’s 1 mt fall
in sugar production to 13.5 mt. Among
other ICE price boosters will be the fore-
cast of a 5 per cent fall in Australian pro-
duction to 4.5 mt, owing to lower cane
juice recovery due to dry weather.
Australia exports approximately 80 per
cent of its sugar production. Indonesia is
one major importing nation where India
will be in competition with Australia.

Driven by population growth and the
expansion of food and beverage industry,
the Indonesian sugar requirement for the
new season will likely be 6.8 mt against
6.6 mt in 2018-19 and imports will meet
part of that demand. An importer of close
to Smt, Indonesia needs to be in constant
focus of Indian industry. Till December,
Indian mills have signed export contracts
for 2.5 mt against their maximum admis-
sible export quantity (MAEQ.)

The MAEQ has been structured in a
way as to allocate the unused quota by
mills unable to export for whatever rea-
sons to factories that have export suc-
cesses. This is to ensure that failures of
some industry constituents do not ham-
per India achieving the 6 mt export tar-
get. Earlier in better times, non-coastal
single factory groups would sell their
quotas at a premium to exporting groups.
In the present market scene, there are no
buyers of export quotas. Om Dhanuka, a
former president of Indian Sugar Mills
Association, says about 140 of the 530 are
in no position to use their MAEQ quotas.

Diplomatic Yadav
In the past, the
Samajwadi Party
(SP) in Uttar
Pradesh (UP) had
forged pre-poll
alliances with
both the Congress
and the Bahujan Samaj Party (BSP) under
its incumbent chief, Akhilesh Yadav
(pictured). These experiments woefully
failed to fetch the desired results and the
partnerships felt apart. Now as the SP, BSP,
and Congress are mounting pressure on
the Adityanath government over the
(itizenship Amendment Act to emerge as
the main challenger before 2022 UP
elections, Yadav is treading carefully so as
not to annoy the opposition peers. While
the BSP and Congress are taking potshots
at other opposition parties, Yadav is
guarded in his statements, reserving the
salvos for the ruling Bharatiya Janata Party.

Aadhaar in place of PIB card
The new year has begun with unique
demands on the media. The Press
Information Bureau (PIB) accreditation
card, which is authorised by the Union
home ministry after police clearance, is
being disregarded by key ministries and
departments. Some offices on Raisina
Hill, which takes you to at least five major
ministries in North Block and South Block
as well as the Rashtrapati Bhawan, had
for long made it clear that PIB cards were
not meant for them, insisting on their
own access system to meet officials on
the premises. But there's a change now.
That is, some prominent ministries are
de-recognising the PIB even at the outer
gate before one can reach the reception
for a visitor's pass. Security guards at one
such building were heard asking for an
authentic government document from a
journalist before he could be ushered
into the reception for a pass. “Give us
something other than the PIB card ....
Show us your Aadhaar card," someone
said in a grave tone. They couldn't clarify
why Aadhaar was a preferred document.

Pitching for Pawar as president
Amid the turmoil in Delhi, some
statements in Mumbai signalled a new
rallying point for the Opposition. Whereas
Shiv Sena leader Sanjay Raut said that
Nationalist Congress Party (NCP) chief
Sharad Pawar's name should be
considered by all political parties for the
2022 presidential election, the NCP's Majid
Memon sent out a tweet saying "The
move to muster support for Shri Sharad
Pawar to be next Rashtrapati may yield
positive results and will bring all non BJP
forces closer by 2022...". Meanwhile, at
an event in Mumbai later in the day, state
minister and key Maharashtra Congress
face Ashok Chavan also gave a diplomatic
""consensus should be built on the
candidature statement, which hinted at
some beneath-the-surface movement
on the issue. While the presidential
elections are more than two years away,
one wonders what the significance of
these statements could be. Observers
believe it could be either to build enough
support by making an early move or to
irritate the ruling Bharatiya Janata Party
(BJP) by talking about another adhesive
force for anti-BJP unity.

Inadequate & inappropriate jobs growth

MAHESH VYAS

abour markets had performed

I very poorly in November 2019.

The labour force participation rate

(LPR) and the employment rate had fall-

en to their all-time lows. These metrics

were on a mildly declining trend but the

fall in November was steeper than war-
ranted by the trend.

Weekly estimates had indicated an
improvement in the labour force partic-
ipation rate in December, but only to the
mean value along the mildly declining
trend. The December LPR did indeed
recover to 42.85 per cent from the earlier
month’s 42.37 per cent. Similarly, the
employment rate recovered from 39.2
per cent in November to 39.55 per cent
in December.

These recoveries in December notwith-
standing, the quarter of October-
December 2019 has turned out to be the
worst for the labour markets since 2016. It
ended with an LPR 0f 42.84 per cent which
was lower than the LPR in the previous
quarter. Similarly, the quarter's employ-
ment rate at 3948 per cent was the worst.

Even the unemployment rate at 7.85
per cent during the quarter was the worst
since mid 2016.

Data for calendar year 2019 tell us
that a jobs growth was underway during
the year. It was, however, inadequate and
also inappropriate.

In absolute terms, employment was

rising during 2019. This rise could either
be a recovery from the fall of 2018 or a
sign of desperation to get some jobs, no
matter how poor, in difficult times. The
fall in 2018 was apparently the result of
the combined effects of demonetisation
in late 2016 and implementation of GST
in mid 2017.

On a point-to-point basis, i.e. from one
December to the next, 2018 saw a loss of
10.9 million jobs. By a similar point-to-
point comparison, 2019 saw the addition
0f 9.6 million jobs. A more robust measure
is the average monthly employment dur-
ing one year compared to the next. This
shows that 5.2 million jobs were lost in
2018 and 2.2 million were gained in 2019.
Either way, we see a recovery in absolute
employment estimates in 2019 but, this
recovery is inadequate to even fill in the
losses incurred in 2018.

But, employment needs to grow to
match a growing young population and
not tojust fill in losses of the recent past.
Employment needs to grow to ensure
that a larger proportion of working age
people are engaged in fruitful economic
activities which in turn may ensure
growth without inequality. In this
respect, India is losing ground steadily.

The employment rate is a measure of
the proportion of working age popula-
tion that are employed. According to the
World Bank's modelled ILO estimate
(data retrieved by World Bank in
September 2019), India has an employ-
ment to population ratio of 50 per cent
compared to a world average of 58 per
cent. And, India ranks 144" out of 189
countries for which such data is avail-
able. This database also shows that the
employment ratio in India has been
falling. It fell from 57 per cent in 1991.

Itisintriguing that a lesser and lesser
proportion of the working-age people in
India are at work. Why more than half
the Indians are not at work and why is
this proportion falling? This is a ques-

tion that begs a serious answer. Why is
this proportion so small even when the
definition of being employed is extreme-
ly liberal where being employed for
wages or for profit for even one hour in
a week before the survey is sufficient to

be called employed.

CMIE's Consumer Pyramids
Household Survey deploys a more
meaningful definition of being

employed — that of being employed on
the day of the survey. And it finds that
the employment ratio is much worse
than the ILO modelled estimate. It was
a shade below 43 per cent in 2016. In
2019, it was down to less than 40 per
cent. What this means is that on any giv-
en day, on an average, less than 40 per
cent of the working-age population of
India are employed.

During the last quarter of 2019, the
employment ratio was down to 39.5 per
cent. This is the lowest employment
ratio seen in India during any quarter.

The employment ratio is lower in
urban India than it is in rural India.
Urban India is where Indians migrate to
in search of jobs; it is where the more
qualified-to-work live; it is where more
good quality jobs are available; it is
where better infrastructure is available
for people to get to work. Yet, employ-
ment rate in urban India has been con-
sistently lower than it is in rural India.

Further, the employment rate has
continued to fall in urban India in 2019
while it has stabilised in rural India. Most
of the increase in absolute employment
in 2019 has been in rural India. This is
not very reassuring about the quality of
jobs that have increased in absolute
terms in 2019.

We will study this more in the coming
weeks but, prima facie, the increase in
employment in 2019 appears to be both
inadequate and inappropriate.

The author is managing director & CEO, CMIE

Messy war ahead
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This refers to the well-written piece,
“Five banking trends for the new
year” (Banker’s Trust, January 6).
While there will be more non-per-
forming asset (NPA) recovery and a
slight increase in credit off-take, there
are certain features which will con-
tinue to cause concern in the finan-
cial sector. Firstly, there will be fresh
accretion of NPAs from problematic
NBFCs/HFCs and from Mudra loans
as well as retail loans going bad. This
feature will get aggravated in an econ-
omy which is slowing down.
Secondly, with fairly wide divergence
in the NPAs as declared by banks and
those assessed by the Reserve Bank
of India in 2018-19, the high level of
NPAs is not subsiding anytime soon.
I am referring to some of biggest pub-
lic sector banks — SBI, PNB, BoB —
and private banks such as Yes Bank.
Thirdly, with no AQR carried out of
big NBFCs, more unpleasant surpris-
es cannot be ruled out. Fourthly, the
large but weak and poorly managed
urban cooperative banks could spring
some shocks. Lastly, the unreformed
public sector banks with their gover-
nance and operational issues will con-
tinue to drag down the overall perfor-
mance of the banking sector.

Arun Pasricha New Delhi

Time to speak up

The mounting tension in West Asia
following the assassination of Iran’s

Quds Force commander Qassem
Soleimani, an immensely popular
figure in his country, by the US is
cause for concern for the interna-
tional community. It is rapidly
reaching a flashpoint. It is a highly
volatile situation from which a full-
scale war might develop. Looked at
objectively, the US is squarely
responsible for the conflict and its
escalation in the region.

Itis legitimate to ask why there are
US troops in the region and no Iranian
or Iraqi soldiers in the US soil to
understand who is violating the prin-
ciple of sovereignty of nations with
impunity. Just because of US pre-emi-
nence on the international stage, we
should not shy away from some
straight talking. As an imperialist
power, currently led by a bellicose
President, the US has brought the Gulf
region to the brink of war.

The Trump administration has
pulled out of the Iran nuclear deal and
re-imposed economic sanctions and
sought a “regime change” in Iran. It
has downplayed the assassination of
Soleimani as part of Trump’s “maxi-
mum pressure campaign”. But the US
has once more shown that its foreign
policy is based on the principle of
“might is right”.

The US is duplicitous and speaks
in a forked tongue; it says it favours
de-escalation and talks and then
threatens “to target 52 sites” in Iran
representing 52 Americans taken
hostage on November 4, 1979. The
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series of tweets from Donald Trump
cast him as a war monger. There is a
deep sense of loss and anger over the
assassination of Soleimani as is evi-
dent from the chants of “Death to
America” and “We will take revenge”
and burning of American and Israeli
flags by crowds of people in the funer-
al processions.

Pushed to the wall, Tehran could
act in unpredictable and ingenious
ways to defend itself from the US
aggression. The US seems to think
that anyone who seeks to resist its mil-
itary and economic expansionism is
expendable. For it, anyone who is not
on its side in its pursuit of self-interest
is a “terrorist”.

The international community
must raise its voice against the US for
its rash and reckless acts such as the
assassination of Soleimani in the
belief that the targeted countries can-
not exact revenge because of its mil-
itary might (it is not enough to do
nothing beyond denouncing them as
“short-sighted”) and rein it in
through all possible means from
destabilising the world and making
it more insecure.

G David Milton
Maruthancode
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Preparing theresponse

Three axes along which India must respond to West Asian crisis

he killing of top Iranian general Qassem Soleimani by the US during

his visit to Iraq has shaken up the situation in West Asia, moved

the region closer to an armed confrontation, and caused oil prices

to react sharply. Soleimani, as leader of the Quds Force — which is
the division that carries out the extra-territorial influence and insurgency
operations of the Islamic Republic of Iran — was a major player in the politics
of the region and had become enormously powerful and popular in Iran
itself. A cycle of response and escalation might result. If so, it is not easy to
predict the path of oil prices in the short- to medium-term. US shale oil
output has been robust but demand in the global economy has been weak.
The market was on its way to oversupply anyway. But any low-level conflict
might target oil infrastructure. Depending on what is taken out of the supply
chain and for how long, this may create a scarcity that forces prices upwards
in the short- or medium-term.

There are, thus, three axes along which the Indian government will need
to prepare. These axes have been the same for some decades — and are the
cause of India’s dependence upon stability in the West Asian region. First, of
course, is the supply of oil. India imports 84 per cent of the oil it needs. Thus,
a spike in the price of oil makes a big difference not just to domestic cost
conditions but also to the balance of payments. An increase in oil prices will
naturally cause inflationary pressures throughout the economy; the Reserve
Bank of India will, therefore, be forced to exercise greater caution than it
would have otherwise when it comes to setting interest rates. In the past,
high oil prices have severely weakened the external account; a previous crisis
in West Asia was, in fact, part of the reason for the balance of payments crisis
that precipitated the 1991 liberalisation. Today, India’s foreign exchange
reserves are relatively comfortable, at over $450 billion, and can easily cover
9-10 months’ imports at current prices. An increase in the price of oil would
have to be both sharp and sustained in order to erode this buffer.

However, there are two other axes of concern for the government, and
both are related to the large Indian diaspora in West Asia, and particularly
the Persian Gulf. Their safety will have to be a priority. India has in the past
organised big evacuations — famously from Kuwait at the time of the first
Gulf War, and more recently from Libya. The scale of any evacuation from
the Gulf would on this occasion be even larger even if it remains relatively
unlikely. A downturn caused by tensions, however, might cause a large
number of guest workers to return to India — and to stop remitting money.
In 2016-17, for instance, 27 per cent of remittances into India came from the
United Arab Emirates, and 27 per cent from other Gulf states. This inward
flow is concentrated geographically as well, with more than half flowing to
Kerala, Maharashtra, Tamil Nadu, and Karnataka. A sharp decrease in remit-
tance income would further stress the external account and the economies
of these states. The Indian government should thus keep a wary eye on devel-
opments in the Gulf and make its own preparations.

Unmasked questions

Delhi police’s variable responses require explanation

wo decisions by the Delhi police roughly three weeks apart raise

serious questions. On December 15, during a protest against the

Citizens’ Amendment Act that spilled over to the students of Jamia

Millia Islamia, the Delhi police chose to exercise great zeal in pursuing
miscreants, who were not students, into the campus. They proceeded to beat
up students indiscriminately, fire tear gas shells in the library, and even storm
the women’s hostel. But on January 5, they failed to display similar zeal when
a masked mob armed with sticks, bottles, and iron rods rampaged through
Jawaharlal Nehru University (JNU) for three hours, perpetrating roughly the
same sort of havoc that the police wrought in Jamia Millia. Some 40 people
were injured, and the JNU students’ union president sustained a head injury
as did a senior professor. This time, the police chose to remain inactive outside
the university gates even as chilling CCTV footage showed goons striding into
campus untouched and exiting unhindered some hours later. The attackers
also prevented ambulances from entering the campus, to no noticeable reaction
from the police. The explanation that the police had learnt from the Jamia
Millia controversy and chose not to enter the campus suo motu does not wash.
They were stationed at the campus in the first place at the express request of
the university administration to quell a fracas that had broken out that after-
noon between rival unions over a fee hike announced late last year. So it is
unclear why they did not exercise their core function and intervene to stop
manifest lawlessness.

Inevitably, questions have arisen over the identity of the masked mobsters,
an issue that has been linked to the Delhi police’s inactivity. The Delhi police
come under the Union home ministry. So the inference drawn from their
curious inertness is that they were under orders to stand aside because the
attackers were members of the Rashtriya Swayamsevak Sangh’s student wing,
the Akhil Bharatiya Vidyarthi Parishad (ABVP). The fact that the streetlights
were switched off ahead of the attack has strengthened these suspicions. This
is the same method of operation the police used when they lathi-charged JNU
students protesting fee hikes in November last year. To be sure, this police-
ABVP link is still in the realm of circumstantial evidence. The home ministry
has asked the lieutenant governor, the constitutional head of Delhi, to investigate
and his report should, hopefully, explain the variable response of the Delhi
police, among other things.

The expected political blame game that has broken out obscures the bigger
question about the credibility of those institutions that are responsible for cit-
izens’ security and safety. From the law courts to the police, it is vital that tax-
payer-funded citizen-facing institutions discharge their duties with impartiality.
A police force in Delhi that is seen to align its actions to the party in power at
the Centre for political ends imparts a strong degree of legitimacy to an egregious
trend that is rampant in almost every state administration in India. In the long
run, as Uttar Pradesh has demonstrated, the institutional weakness of those
responsible for upholding the law is unlikely to make India a desirable destina-
tion for investors, whether domestic or foreign. In the process, India’s economic
development becomes a casualty.

ILLUSTRATION: AJAY MOHANTY

Thelastdecade
forequities

Betting on the US was a winningstrategy

iven that 2020 marks the start of a new
Gdecade, there have been multiple reports

published highlighting the performance of
various asset classes and markets over the last
decade. The last decade marked the total domina-
tion of US financial assets. The S&P 500 delivered a
return of 250 per cent, trouncing all other markets.
US equities are now over 50 per cent of most global
indices. At $32.5 trillion, equity market capitalisation
in the US dwarfs the next biggest
country, China at $7 trillion. A
simple, old fashioned 60/40 asset
allocation to equities and bonds
(indexed) would have seen
investors in the US triple their
money over the last decade.
Active managers faced severe
challenges globally, with hedge
funds in the US unable to even
beat the return of the 10-year .
bond. Stocks with intangible AKASH PRAKASH
assets trounced stocks reliant on

share (EPS) growth of the Nifty index over the decade
was 8.2 per cent. Worryingly, earnings kept deceler-
ating through the decade, with the last five years
showing an EPS CAGR (compound annual growth
rate) of only 5.6 per cent. The bet for the coming
decade has to be that given how low corporate profits
are as a proportion of gross domestic product today,
earnings will accelerate back to double-digit growth
rates, driving similar market performance as valua-
tions hold. That is the hope at least,
as regression to the mean will kick in
at some point.

In global terms, over the decade,
the Nifty delivered a return of 4.3 per
cent compounded in dollars, com-
pared to11.2 per cent for the S&P 500.
Although mediocre performance
compared to the US, the Nifty actu-
ally outperformed the emerging mar-
kets index, which delivered only a 1
per cent return over the same period.
Over the last 10 years, despite all the

real assets like commodities.

Betting on the US, taking risk and recognising that
neither inflation nor rising rates posed a risk was a
winning strategy.

It was an interesting decade for India as well.
Over the last decade, the Nifty delivered a return of
8.9 per cent compounded, keeping pace with gold
and mildly outperforming 10-year bonds, which
delivered 7.7 per cent. While equities did outperform,
the risk premium investors were paid to hold equities
over risk-free government bonds over the last decade
at1.2 per cent was clearly inadequate. Gold remained
abeton a falling currency as the rupee depreciation
bumped up the asset class return to near 9 per cent.
It delivered a sub 4 per cent return in dollars. The
equity market tracked corporate earnings growth
with little multiple expansion. The earnings per

excitement around small- and mid-
caps, the emergence of the domestic investor etc,
the Nifty marginally outperformed the mid-cap
index and trounced the small-cap index, which only
delivered a rupee return of 5 per cent. The entire
outperformance of the mid- and small-caps, which
were delivering much higher returns till the begin-
ning of 2018, has been reversed in the last two years.

Given the inherently higher risk in smaller stocks,
it seems one has not been paid enough of an incre-
mental return to justify owning smaller companies.
Logically, this should change in the coming decade,
otherwise there is no case to own anything other
than the large caps.

Over the decade, the best performing sectors
were— not surprisingly — the banks and consumer
stocks, both delivering a return of 14 per cent com-
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pounded with the worst being real estate and power
(returns of -5 per cent). In line with the above, the
best performing stocks among the Nifty, were Bajaj
Finance ( 63 per cent CAGR), Eicher Motors( 42 per
cent), Britannia (34 per cent) and Titan (33 per cent.
The worst performers were Vedanta (-9 per cent),
NTPC (-5 per cent), ONGC (-5 per cent)and Tata
Steel(-2 per cent).

In terms of sectoral composition, the financials
kept gaining share through the decade. Today almost
43 per cent of the Nifty index is composed of finan-
cials. Within the financials, the private banks and
non-banking financial companies (NBFCs) have
gained share at the expense of the public sector
banks. While the weight of the financials has almost
doubled over the decade, the weight of every sector
except consumer, technology, automobiles and
healthcare has at least halved. A case in point being
the capital goods sector, where the weightage has
dropped from nearly 11 per cent to 3 per cent.

While one can never be sure when the reversal
will take place, this continued outperformance, at
this pace, of the financial sector is unsustainable.
We cannot have the financials accounting for 60-70
per cent of the benchmark, which will be the out-
come of extrapolating the current outperformance
into the future. The current consensus of being long
private sector financials will not continue to deliver
sustained outperformance.

Over the last decade, foreign institutional investors
(FTIs) invested about $115 billion, with domestic insti-
tutions buying about $24 billion (mutual funds bought
over $50 billion, but we had net redemptions from
other domestic institutions). Over the last five years,
however, domestic investors have been the buyer at
the margin, investing over $50 billion into equities
compared to FII inflows of $24 billion. One would
expect the importance of domestic investors to only
increase over time as both awareness and under-
standing of financial products increases. Mutual fund
flows, though reduced, have still been consistently
positive over the last two years, despite the poor per-
formance of most funds. The stability in flows has
been impressive.

From inception in 1993, FII inflows have reached
almost $190 billion, and they now own over 21 per
cent of the market.

Over the last decade, India Inc raised about ¥7
trillion, almost $100 billion from the equity markets
through a combination of initial public offerings,
offer for sale and qualified institutional placement.
The best year for equity fund raising was calendar
2017, when 150,000 crore was raised. The govern-
ment has set an ambition to raise billions of dollars
in divestment proceeds, but there is no way that the
domestic equity markets can support this quantum
of sale. We do not have the depth in our markets.
Strategic sale is the only alternative.

It has been a fascinating decade, we have seen
the despair of a year of negative 25 per cent returns
as well as the exhilaration of three years of near 30
per cent returns. We have seen stocks compounding
at 60 per cent, as well as others giving a negative
return. The only thing one can say with certainty is
that the coming decade will throw up its own share
of surprises.

Thewriter is with Amansa Capital

Publicfinances: Something doesn’tadd up

of dismal economic news. The Budget is three
weeks away and there is little reason to believe
that the pall of gloom will lift. Here’s why.

Revenues for 2019-20 projected in the July
Budget simply cannot be realised. The estimate
for gross tax revenue (GTR) was 324.6 trillion, a 9.5
per cent increase over revised estimates (RE) of
%22.5 trillion for 2018-19. The problem, howevet, is
that the actual GTR for 2018-19 was 320.8 trillion,
implying an 18.3 per cent increase, which was never
possible.

In its recent (December 2019) sub-
mission to the Fifteenth Finance
Commission (FFC), the government
stated that GTR was now estimated to
be %23.6 trillion, a clear 1 trillion short
of the target. The shortfall will actually
be far more — do the math. Assume
that corporate, income taxes and goods
and services tax (GST) grow by 8.5 per
cent (ambitious), customs by 7 per cent
(unlikely) and Union excise by 10 per

The past six months have witnessed a torrent

cent over the actuals for 2018-19. Deduct RAHUL KHULLAR

0.6 trillion (conservative) for the cor-

unit borrowing to meet government obligations).
Food and fertiliser subsidy carryovers in 2019-20
are estimated to be 0.8 trillion and 0.6 trillion,
respectively (together 0.7 per cent of GDP).

The Ministry of Finance (MoF) cannot publicly
concede such a large slippage. So, what should we
expect it to do? First, let the fiscal deficit slide to,
say, 3.8 per cent of GDP. This will not be unexpected.
Second, shave the balance (0.7 per cent of GDP) by
a combination of expenditure cuts, deferred pay-
ments (including the GST compensatory cess to
states) and exaggerated RE revenue receipts for 2019-
20. At year-end, there is little
else the mandarins can do.

And, future prospects are
not cheerful. In the submission
to FFC, the government has
projected that in 2020-21 food,
fertiliser and fuel (FFF) subsi-
dies will amount to¥4.9 trillion
as against 33 trillion in 2019-20.
Fuel subsidies are expected to
triple and fertiliser subsidies to
almost double. GTR is projected
to grow by 12.9 per cent in 2020-

porate tax cut. The GTR comes to 322

trillion, 2.6 trillion short. So, on a con-

servative basis, the GTR shortfall will be 1.25 per
cent of gross domestic product (GDP). Other esti-
mates doing the rounds peg GTR losses at X3 trillion,
or 1.4 per cent of GDP.

The implications are clear. The central govern-
ment’s net tax revenue (NTR) will be X14.75 trillion,
%1.75 trillion short. Capital receipts from disinvest-
ment were projected as %1.05 trillion. This target
cannot be met; at best realisation may be 0.3 tril-
lion. So, NTR plus capital receipts are likely to be
short by 2.5 trillion. This translates into a fiscal
deficit (FD) slippage of 1.2 per cent of GDP.

The estimated slippage does not take into
account other creative measures (deferring payment
of bills) and off-book shenanigans (public sector

21, an unlikely prospect given

the exaggerated base revenues
0f 2019-20. On more realistic estimates of revenues,
the growth comes to an impossible 19 per cent. In
short, be ready for déja vu.

The upshot is that there is just no fiscal headroom
for providing a stimulus. So, much of the talk of pump-
priming through huge public investment is just that—
talk. The top priority must be to fix the fisc.

The revenue deficit (RD) is 2.4 per cent of GDP
and must be reduced. This implies subsidy cuts,
though it seems there is little appetite for subsidy
reduction or rationalisation. Consider the following.
Above Poverty Line households get a 75 per cent
price subsidy on wheat and rice; in 2002, the subsidy
was 34 per cent. For Below Poverty Line, the price
subsidy was 46 per cent in 2002; it is now 83 per

cent. LPG subsidy under direct benefit transfer (for
the non-poor) is ballooning; surely there is a case
for rationalisation. In an earlier column, I had moot-
ed specific proposals for subsidy reform and redi-
recting public expenditure (Business Standard, 2
and 3 November 2015).

Another way to reduce the deficit is to target tax
expenditures. Some economists estimate this can yield
fiscal space of 3-4 per cent of GDP. The reality check
could be the fourth or fifth version of the direct tax
code (DTC). Any bets on tax expenditure reform?

Faltering growth has been diagnosed extensively
and a slew of recommendations (some contradic-
tory) have been made. Reviving investment is a com-
mon refrain. As is boosting consumption. A com-
mon prescription to accelerate growth is “major
reforms”, mostly left undefined. This when the credit
system is severely stressed. And, we are in the throes
of a fiscal crisis: A cutback in expenditures by the
Centre of 2.2 trillion is reportedly on the cards. This
will impact growth and revenues with knock-on
effects on the credit system.

Without last-minute expenditure cuts, the FD
would be 5.2 per cent of GDP (including only the
carryovers of food and fertiliser subsidies). The FD
needs a 2 per cent reduction. Taxation revitalisation
isimperative (including the DTC). However, expen-
diture restructuring is the critical reform. We need
2-2.5 per cent of GDP to fix the credit system; without
this, the drag on growth will simply persist. A similar
amount is needed to spur public investment and
promote complementary private investment. True,
sectoral reforms are urgently needed in power, tele-
com, transport and coal to revive private investment
and staunch public dissaving.

A 5 per cent correction in the fisc is no easy task.
But, it is not impossible. It will take two to three
years, as in 1991. The imperative is to start now. And,
that means coming clean on the state of India’s pub-
lic finances.

The writer is the former chairman of Trai

Confronting an existential crisis
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BOOK REVIEW

HASAN SUROOR

The last book I read on madrasas
(Hem Borker’s Madrasas and the
Making of Islamic Womanhood )
argued that for all their flaws they offer a
route to educational mobility for Muslim
girls from conservative families, particu-
larly from rural areas. These girls find
madrasas empowering and a potential
stepping stone to mainstream higher edu-
cation, even a career. Some told her
madrasas had transformed their lives.
Yet, herdescription ofthelifeinside a

typical madrasa (Borker spent sometime

ataDelhiwomen’s madrasaas partofher
research) showed aninstitution miredina
culture of exclusion, with girlsliving
isolated livestotally cut off from the
outside world.

MsBorkerwrote she had worked with
minority communities beforebuthad
“neverengaged with aninstitution thatis
soMuslim, notjustin terms ofthe student
and staff composition, butalsoinits
cultural norms, behavioural practicesand
ethos. ...zealously fenced, with multiple
levels of security, which canbe quite
unwelcomingand intimidating”.

Herbrave attempt toworkup
enthusiasm for madrasas was ultimately
frustrated by the reality she encountered
ontheground. Thebookunderreview
alsosetsouttorefurbish madrasas’image
bytryingto portray them as a casualty of
widespread Islamophobia, but soon it
comesupagainst the hard reality behind
the plight of madrasasand why theyare

perceived by the outside world with
disdain and suspicion, makingthema
sitting target for attacks.
Describingamadrasaadjacenttoa
well-appointed school

inKishanganj (Bihar), s
which famously nthe AGE of
Organisesal‘l ISLAMOPHORBIA
international literature

festival, it saysthat
whilethe “students of

againafteralunchbreak...the studentssit
hunched over religious texts. There are no
tables, chairs, just benchesto placetheir
booksand roughjuterugstositon,”the
authorswrite pointing out thatit’sthe
same story at “countless madrasasacross

thecountry”.
Noneofthis —lack of basic amenities,
regressive
MADRASAS IN THE environment,
AGE OF antiquated
ISLAMOPHOBIA curriculumand
Author: Ziya Us teachingmethods—
Salamand M hasgotanythingtodo
: with Islamophobia,

Asla m Parvaiz and everythingwith

| Publisher: Sage thesystem’sinherent
Price: 3395 institutional flaws.

Some madrasas, as

theschoolinsmart ; &’R
trousers, shirtand tie % : 5
attend many ofthe e Aam Y
deliberations, the

studentsofthe

madrasaremain conspicuous by their
absence”.

“All through the festival, they remain
inside, emerging only to offer prayers at
theirappointed time....They arelike frogs
inthewell: read, learn, memoriseand
repeat. From early morningtolunch, then

the book points, not
only openly practise exclusion but also
“indoctrinate” their students against
rival Muslim sects. They are even
forbidden from readingliterature
published by other sects. And attempts
toisolate students from the outside
world stretch tobanning them from

reading English and Hindi newspapers
considering these languages as “foreign
toMuslims”. (Page 173).

Thisbookis significant not because of
whatitsaysbutbecause whoissayingit.
It’swritten not by any old Islamophobic
madrasa-sceptic, but by two devout
Muslims who are knowledgeable about
madrasas; appear passionately to care for
them, writing about their declinewith a
real sense of loss; and believe in their
continued relevance.

Generally, areflex Muslim reactionto
any criticism of madrasas is to dismiss it
asIslamophobic rant, or coming from
armchair detractors who have never
“seentheinside ofamadrasa” (asone
madrasahead is quoted as saying about
critics). But ZiyaUs Salam (a former
colleague at The Hindu ) and M Aslam
Parvaiz are “kosher” Muslim voices and
the community will find it harder to
shrug off their outspoken criticism of a
system teetering on the brink—starved
of funds, steeped in conservatism, stuck
with an outdated curriculum and
resistant to change.

Theywarn thatonlyaradical
“overhaul” (end tosectarianism and
modernisingthe syllabus) can helpit
“surviveintothe next century”.
Sectarianism runs so deep that most
madrasasteach “only one interpretation
ofIslam” depending on the secttowhicha
madrasabelongs. None of this is news.
But, for achange, the conveyors of this
bad news are not the so-called usual
madrasa or Muslim-baiting suspects but
respected credible voices from within
the community. Which will make it
harder for the madrasa lobby to shoot
the messenger this time.

Thebookoffersawell-documented and
honestcritique of madrasas, butspoilsits
card somewhat by opting for aslightly
misleading populisttitle, “Madrasasinthe
AgeofIslamophobia”. Those who buy it
hopingtogetanunderstandingofhow
Islamophobia hasaffected madrasas may
beforgiven for feelingdisappointed thatit
doesn’t quitedeliver whatitsaysonthetin.

The reviewer is the author of, Who Killed
Liberal Islam



6 FINANCIAL EXPRESS
&

W g

MONDAY, JANUARY 6, 2020

RationalExpectations

Untfair to expect
India Inc to be bold

Govt policy can kill your business, your assets can be seized,
your dues may stay unpaid ... not criticising govt is a good idea

JAIN

sunil.jain@expressindia.com
- @thesuniljain

S THE INDUSTRIAL/INVESTMENT climate gets worse, paradoxically,
IndiaIncisthenewvillain of the piece.If only top industrialists spoke their
mind — like Rahul Bajaj did with home minister Amit Shah —and told the
prime minister just how badly he was getting it wrong, the government
would have course-corrected a long time ago. As part of this narrative, a former CII
president, Naushad Forbes, has a recent article where he blames Indian industry’s
habit of seeking favours from the government for this state of supplication (his term).

Certainly,even close to 30 years after the Bombay Club days—ironically, Bajajwas
aleading spirit of that gathering—sections of India Inc continue to look for favours.
Many industrialists have, successfully, petitioned the government to raise import
duties—using anti-dumping and other actions as well—on their products; indeed,
sections of industry petitioned the government towalk out of RCEP since theywere
uncomfortable with the import competition thiswould have resulted in.

But,in amore fundamental sense, the problem is that even after three decades of
the PV Narasimha Rao-Manmohan Singh reforms, India hasn’t reformed in critical
ways. Reforms are not just about cutting taxes and import duties, they are equally
about theirirreversibility, the predictability of the downward cuts; the moment there
is subjectivityinvolved,and the possibility that the rates can be hiked,lobbying begins.

Reforms are about easing entry barriers—including for FDI—in as many sectors
as possible, but if firms are not allowed to exit, it creates room for lobbying; more
important, it ensures that firms /ave to lobby forwhat is a natural right. An obvious
example is that of Vodafone.When, afteryears of hostile government policy has dri-
ven most telcos to the ground—this newspaper has chronicled this in detail—the
Vodafone global CEO said his firm would have to shut its India operations, telecom
minister Ravi Shankar Prasad found it easy to condemn this as ‘dictating terms’ to
India. Imagine the irony—the firm has invested $30 bn in India, is close to losing all
of itduetohostile government policy,and a senior min-
ister is upset at the Vodafone chief speaking the truth!
More important, when Vodafone-Idea does shut shop,
will the government allow it to,orwill it put all manner
of hurdles in the way? Keep in mind that while Airtel
boughtTataTele’s mobile business more than twoyears
ago—when the Tatas wanted out—the government has
justapproached the Supreme Court to nullify this!

Is asking the government to fix this asking for a
favour, or is it just a demand for rights? Another good
example is the purchase of Bhushan Power and Essar
SteelbyJSWand ArcelorMittal, respectively,in the insol-
vency courts. These were sales that PSU banks initiated
under a mechanism devised by the government; yet,
when the saleswere nearly complete,][SWfound some of
Bhushan’s assets were seized by authorities investigat-
ingthe crimes committed by the previous owners.Both
JSWand Arcelorapproached the government toask forahalt toall investigativeaction
and criminal action—including seizing of assets—since theywere not responsible for
what happened before theybought the firms; pursue the previous owners,don’t take
action against the company, theyargued.The question toaskis if either Sajjan Jindal
or Lakshmi Mittal were to criticise the government for its poor handing of the econ-
omy earlier,would it have changed the law to put a stop to such action after a firm
was sold at the insolvency courts? Chances are it won’t have acted so fast,if at all.

Thereare countless such examples of firms needing toapproach the government,
not for favours, but just to correct obvious wrongs; but, to get even that done, busi-
nessmen can’t afford to take a chance and criticise the government—this applies as
much tothe Congressasit does to the BJP.Afterthe Congresslevied the retrospective
tax, and the BJP didn’t fix this despite campaigning against it when in the Opposi-
tion,itevenseized $1.3-1.4bn of assets of Cairn Energy; can the CEO of Cairn Energy
afford totalk openlyabout the government’s breach of faith and still hope to get jus-
tice? Keepinmind thatevenif Cairnwins the arbitration case on the tax,the decision
tohonourtheaward and to give Cairn backits moneyis Narendra Modi’s.And,in cases
like Antrix-Devas,despite the government losing the arbitration, the money has not
been paid to Devas Multimedia; in the case of Tata-Docomo, where the government
wasnot evena party,it petitioned the court to prevent the Tatas from paying Docomo!

Evenifyoubelieve that the government shouldn’t be diluting the demands made
on telcos after the SC’s AGR ruling—read bit.ly/2MO4QPZ to know how flawed this
assumption is—it is surely unfair that while the government leans on private telcos
topayup,itisquiterelaxed about PSUs paying up even though theamount they have
to pay is much higher. Once again, the government has such huge discretion, only
someone not tooworried about their business would openly take it on.

And, is it a favour if KM Birla approaches the FM to ask for permission to use the
GSTinput credit thatisdue —X35,000 crore forall telcos—toreduce the GST thathe
hasto pay? Or take the case of Ajit Gulabchand,who is owed more money by the gov-
ernment’s NHAI—not onlywas he owed the money,when NHAI contested it, the arbi-
tration panels ruled in his favour—than he owes the PSU banks for his Lavasa town-
ship project; hehasn’t got his money from NHAI, but the banks have taken over Lavasal!

If PM Modi reallywants to make it easy forindustry to invest,he needs to stop this
discretionary power his government has,not showcase the easily-gamed and irrele-
vant Ease of Doing Business index of the World Bank. So, let’s praise Rahul Bajaj for
his statement to the home minister, but keep in mind he doesn’t run any business
now—indeed, one of his two sons, who runs Bajaj Auto, was quick to criticise his
father’s statement the very next day!—and be less harsh on businessmen who don’t
want a favour, but are just asking for freedom to run their businesses; businessmen
whodon’tknow,evenif theyagree to opt out,whethertheywill be allowed to sell their
businesses since government permissions are required for this aswell.

e
Govt seized Cairn's
shares but not
Vodafone's, it asks
telcos for AGR dues
but not PSUs, stops
Airtel-Tata merger,
won't pay damages
in Antrix-Devas case,
doesn't allow GST
credit for telcos ...
who can take it on?
|

Kota,Gorakhpur...

Preventing a Kota redux will need a structural overhaul of
the public healthcare system in the country

VERA100infants dying in Kota’s JK Lon government hospital in 33 days
isaperversereminderof the failure of public healthcare that,among other
instances,caused the death of nearly 1,300 children in Gorakhpur’s BRD
Hospital in 2017.At JK Lon, 963 children died last year,and that’s after
such deaths at the hospital have trended downwards over the past few years. What is
atrociousis that the state government should point to the trend to defend itself. Even
as patients, parents,and external supervisors point to the lack of basic but life-saving
infrastructure—nearly 320 of 500-plus key medical equipment at the hospital,includ-
ingventilators,areinvarious states of disrepair—the hospital hasattributed the deaths
to the critical condition of the children at the time of being brought to the hospital.

To be sure, the severe imbalance between the supply and demand at the hospi-
talis a factor that must be considered; the hospital records an average of 200-300
out-patient consultations and 30-40 admissions per day. But, JK Lon is the norm,
not the exception.Given how poor India’s public health infrastructure is—there are
just three government hospital beds forevery 10,000 rural population,and one gov-
ernmentallopathic doctor for 10,926 Indians—a Kota/Gorakhpur-like situation s,
in theory, possible anywhere in the country.There is just one government hospital
for 90,000 people.If India has to meet the SDG of ending under-five child deaths by
2030, it needs a structural overhaul of its healthcare system.

Opinion

FROM PLATE TO PLOUGH

REFORMING THE COUNTRY'S GRAIN MANAGEMENT SYSTEM COULD SAVE THE GOVT 50,000 CRORE
ANNUALLY, ALLOWING THE FM TO FUND INFRA INVESTMENTS WHILE MAINTAINING FISCAL DEFECIT

Lifting growth,
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¢ HOME TRUTHS

Chief minister of Delhi Arvind Kejriwal

The economy is down, no homes, no jobs for our
children... and they plan to get 2 crore Pakistani
Hindus. What was the need for this law? First fix your
own country. Then we will get everyone

containing inflation

ITH GROWTH
RATES plummet-
ing to 4.5% for
overall GDP and
2.1% for agricul-
tural GDP (GDPA) in the second quar-
ter of this fiscal year, everyone con-
cerned with the economy is anxious
and a bit worried. The moot question
being asked is whether the Indian
economy can be put back on its 7-8%
growth track and whether agri-GDP
can grow at least at 4%, if not more.

It may be noted that while the aver-
agerate of GDPgrowthin the UPA-2 and
Modi 1.0 periods was 7.2% and 7.5%,
respectively, GDPA growth slowed down
in the latter to 2.9%, way below the
4.3% achieved during UPA-2.And,now
that quarterly GDPAgrowthishovering
around 2%, it is cause for greater con-
cern (see graphic). As agriculture still
engages about 44% of India’s work-
force—and if masses do not gain from
the growth process, their incomes
remain subdued—the demand forman-
ufactured goods as well as for housing
etcwill remain low. This low demand in
theeconomyisone of the prime reasons
behind India’s great slowdown today.

Interestingly, during this slow-
down, inflation has started surging
after a long period of low inflation
under Modi 1.0.Inflation is led by dif-
ferent components of the food bas-
ket—cereals, pulses,and vegetables—in
the Consumer Price Index (CPI).

So, everyone is waiting to see how
finance minister Nirmala Sitharaman
can prop up the economy by boosting
demand,without causing undueinfla-
tion (beyond the threshold level of 6%
observed by RBI).Also, there is the chal-
lenge of not slipping on the fiscal
deficit target of 3.3%, although the
Comptrollerand Auditor General (CAG)
of India has already indicated that the
real fiscal deficit in the country, if one
accounts for the increasingloans being
undertaken by many PSUs, is much
more than this number.

Sitharaman has already announced
aninfrastructureinvestment package of

GULATI

Infosys Chair Professor for Agriculture, ICRIER
Views are personal

about X102 lakh crore for the next five
years, which implies more than dou-
bling the growth in infra-investments
from its current levels. The legitimate
question being asked is from where the
resourceswill come.Theannouncement
doesnot unveilany clearstrategyon the
resource mobilisation front.

Here are my two cents on raising
(saving) about 50,000 crore per
annum to finance infrastructure pro-
jectswithout causing high inflation and
withoutbreachingfiscal deficit targets.
I would submit that the FM and PM
kindlylookat the massive inefficiencies
inthe grain management system under
the National Food SecurityAct (NFSA) to
find the required resources.

The NFSA gives certain quantities of
wheatandriceto 67% of the population
at ¥2/kg and ¥3/kg, respectively, while
these cost the Food Corporation of India
about ¥25/kgand I35 /kg, respectively.
This led to a provision of food subsidy
worth 184,000 crore in the Union Bud-
get for FY20. Not many people know
that FCI has pending bills of ¥186,000

Growth rates in overall GDP and Agri-GDP

Growth rate (%) gu GDP gg GDPA

crore,and FCI has been asked to borrow
moreand more to financeits operations.
The grain stocks with FCIare more than
evendouble of the buffer stocknormsas
on January 1 everyyear (see graphic).
The massive grain stock accumula-
tion is the result of a highly inefficient
food management strategy,wherein the
procurement of wheat and rice (paddy)
remains open ended, but disbursal is
largely restricted to public distribution
system (PDS). The open market opera-
tions (OMO) are much lower compared
towhat is needed to liquidate excessive
stocks.We don’t have a clear strategy.
And now, if the rabi procurement is
good, FCI may not have ample storage
space toaccommodate this.The money
locked in these excessive stocks (beyond
the buffer norm) is more than ¥1 lakh
crore.Evenif the government decides to
liquidate half of it,it can garner350,000
crore to finance at least half of its infra-
structure projects! We need a bolder
move to reform our grain management
system. There is no need to set up

another expert committee for this.The |

blueprint for reforming grain manage-
ment was presented to PM Modi by the
Shanta Kumar Panel,whose reportis on
FCI’s website. Only three points from
this report need reiteration:

1.While the poor under the Antyo-
daya category should keep getting the
maximum food subsidy, the issue price
for the others should be fixed at, say,
50% of the procurement price (as was
done under former PM Atal Bihari Vay-
payee for the BPL category).

2.Limit subsidised grain distribution
under NFSA to 40% of the population
rather than the current 67%. After all,
we must ask: what is the poverty ration
that cannot afford even basic food?
Since 2011,when the number of pooras
pertheTendulkar povertylinewas 21%,
theIndian governmenthasnotupdated
this figure. Time for the Modi govern-
ment to tell the nation what the level of
extreme povertyin Indiais.

3.Limit procurement of rice, partic-
ularly in the north-western states of
Punjaband Haryana,where the ground-
water table is depleting fast, and invite
the private sectorin grain management.

If the government can implement
just these points, it can save another
X50,000 crore annually! Additionally,
this will help the government reduce
the fiscal deficit. And, if it liquidates
stocks fast, it can contain inflation too.

Canthe Modi government focus on
reforms and implement them? Only
time will show.

Actual grain (wheat plus rice) stocks with

FCI vis-a-vis Buffer stock norms

(including unmilled paddy) .
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Central banks: Economy’s biggest risk

There is no need for central banks to start
tightening monetary policies anytime soon
and “break” the economy. But, should policy
makers get their wish and some inflation
returns, then it would be time to worry

THE US ECONOMIC recovery that
beganinJune 2009 isnowinits 127th
month, which is a record. Even more
impressive is that for the first time
since the signing of the Declaration of
Independence in 1776, the US just
completed the first calendar decade
without even one day of a recession.
There are a few key reasons why this is
happening, and one clear risk that
could bring the expansion to an end.

The natural trend for an economy
is to grow. A recession only occurs
when something “breaks.” So, this
record expansion is happening
because nothing has broken. The pri-
mary reason is new technology that
gives businesses more flexibility to
adapt to changing conditions.

Technologyisalso preventing faster
inflation in the developed world, a
major cause of recessions in the past.
Pricing has become hyper-competitive
(think of the "Amazon effect") and the
internet allows for product substitu-
tion at lighting speed. Unhappywith a
Chinese supplier? A quick Google
search or a Skype call will quickly help
you find a Vietnam substitute at virtu-
allyno cost.

Breaking things,in theliteral sense,
isalso at an all-time low. Major powers
havebeenatwarwith eachalmost con-
tinuously for over 500 years. But start-
ingin 2000, they have stopped fighting
inanunprecedented period of peacein
human history.

Another leading cause for breaking
an economy has been rapidly rising
energy prices.Crude oilat $147 abarrel
was concurrent with the Great Reces-
sion in 2008. But, this is changing.
Abundant energy supplies due to new
fracking technologies are reducing the
threat of a supply shock. Bloomberg
News reported that November was the
first monthin 70 years that the USwas

anet petroleum exporter.

And note the muted response in
energy markets to the drone attack on
Saudi oil facilitiesin Abgaiq in Septem-
ber. Forecasts that the attack would
cause oil prices to spike to $100 were
not entirely unfounded, as that would
have happened in the past, when sup-
plies were not nearly as flexible.
Instead, Brent crude is holding below
S§70abarrel.

All of these are powerful, but stan-
dard, reasons for why the economy is
stable.There is,however,an unconven-
tional source of strength that emerged
in the last decade that

also doubles as its A

biggest risk: central
banks. As of November,
the collective balance-
sheet assets of the Fed-
eral Reserve, European
Central Bank, Bank of
Japan and Bank of Eng-

A recession only
occurs when
something
“breaks.” So, this
record expansion

BIANCO

Bloomberg

banks pull back from this stimulus?
When the Federal Reserve hinted in
late 2018 that they were going to
increase interest rates several more
times in 2019, and the balance sheet
reduction was on “automatic pilot”, the
S&P 500 Index plunged almost 20%
and recession fears became prevalent.

And when the Fed partly reversed
its stance in early 2019, suggesting it
wouldn’t increase rates, recession
fears receded and stocks soared to
post one of their best years ever in
terms of returns.

But, the Fed kept shrinking its bal-
ance sheet, and by Sep-
tember the repo market
ran into trouble. The cen-
tral bank was forced to
reverse here, too, and has
boosted its assets by more
than $400 billion,a move
that coincided with the
strong fourth-quarter

land stood at 35.9% of is happening rally in riskier assets such
their countries’ total  because nothing asequities. The takeaway
gross domestic product, has broken here is that it will be

up from about 10% in

2008, according to data -

compiled by Bloomberg.

At the same time, the latest World
Bank data show that developed coun-
try GDP expanded to $54.2 trillion at
the end of 2018 from $46.1 trillion a
decade earlier. Restated, central bank
balance sheets grew at faster rate, by
$9.9 trillion, than their underlying
economies, which have expanded by
$8.1 trillion, which is a big reversal
from the 2001 to 2006 period.

It is hard to quantify just how
much of this combined “money print-
ing” by central banks contributed to
GDP growth, but most would agree
that it ranges anywhere from “some”
to “much”.

So, what happens when central

extremely hard for cen-
tral banks to reverse
“money printing.”

With inflation doormat, though,
there is no need for central banks to
start tightening monetary policies any-
time soon and “break” the economy.
But, should policy makers get their
wish and someinflation returns,then it
would be time toworry.

Central bankers try to operate
under the Hippocratic Oath: “First,do
no harm”.Wewill not know if they have
caused any harm until they reverse
their unprecedented balance sheet
expansion without incident.The Fed’s
recent experience is not encouraging.

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

2019
Source: Food Corporation of India

LETTERS TO

THE EDITOR

Trader last year,
investor this year

After a series of diktats to promote
accountability of fiduciaries and
curb violations by auditors, financial
advisors, and portfolio managers,
the stringent regulatory stance is
expected to continue in the new
year too. In order to mitigate
investment risks, it is prudent to
improve the quality of service,
discourage cartelisation, and lower
the cut-throat competition in the
market. Regulatory compliance
demands equitable focus on
accurate reporting of financials,
expedited redressal of
delinquencies, and high return on
investments. It is important to flag
concerns proactively, resolve non-
conformances and penalise
negligence to limit the business
impact, probability of a wilful
default, money laundering, and non-
adherence to CSR-goals. It is time to
embrace a business culture driven
by rule-based due diligence to mix
caution with aggression. The last
thing which the resilient capital
markets need is recurring instances
of subprime lending, security
breach, redundant corporate
actions, and trade malpractices. As
it becomes increasingly difficult for
underperforming entities to
conduct business and thrive in the
economy, authorities must continue
to highlight the grey areas to
safeguard enterprises from
potential losses. Although, the
recent proposal to discourage intra-
day trading is a mixed bag, it sets
the tone for the year. Market
participation could witness a
setback as retail and institutional
traders, would be reluctant to pay
upfront the full consideration,
including the increased fee towards
a delivery order. Undoubtedly,
stricter guidelines can prevent
potential adverse impact and help
improve transparency, and
shareholder confidence.

— Girish Lalwani, Delhi
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OVER THE BARREL

From State
vs society
to State
and society

The hope for the new decade must be that our ‘State’
and ‘society’ will find a narrow corridor where both
can be in balance (shackled leviathan). This would
reinvigorate our institutions, and accelerate the
resolution of outstanding critical issues

SIREFLECTON thedecade
just ended and the year
ahead,three thoughts cross
my mind. First, most of the
issues that are front and
centre on this government’s policy
agenda are those that have been on the
previous government’s priority list for
years. Irrespective of the acronym
defining the politics of the government

or the personalities in charge, the nee- |

dle of change has hardly moved on
these issues.

Second, there are multiple reasons
for this policy stasis, but the one that is
relevant for all governments is the
steady erosion of the institutional
underpinnings of governance and the
consequential concentration of power
in the hands of extra-constitutional
authorities and individuals. Decisions
have been held in abeyance because of

ILLUSTRATION: ROHNIT PHORE

the blurring of the lines of responsibil-
ity and accountability, and the lack of
clarity on where power truly resides.

Third, ‘society’ and the ‘State’ are in
conflict. This conflict is structural. A
youthful, vibrant, ambitious and con-
nected ‘society’is pitted against a hesi-
tant, at times paralytic, politically-
shackled and precedent-bound ‘State’.
How this clash will evolve is a matter of
uncertainty, but what is clear is that
constructive change will be difficult to
bring about in the absence of a balanc-
ing of interests—a modus vivendi
between these two entities.

I have been a columnist for the past
nearly two decades. I have written
mainly on energy and business, but
my op-eds have also covered the econ-
omy, finance, environment and gover-
nance. I have endeavoured to write
aboutissues of contemporary signifi-
cance. I was flipping
through my articles

recently,and I noted that ————

many of the topics I had
written about in the past
remain unresolved issues
of concern today.

I have, for instance,
written about our vulner-
ability to energy imports,
and the need for develop-
ing and implementing an
integrated energy strat-
egy.Today,weimport 85%
of our oil requirements
and, more worrying, our
imports of thermal coal
are increasing despite the
abundance of indigenous
deposits. Further, there is
stillno one executive authority respon-
sible for energy policy.The banking cri-
sis has been staring us in the face for
years, and reams have been written
about it, including by economists of
world-class renown. Solutions have
been proffered, and some steps have
been taken.But, clearly,not enough has
been done. For the contagion has now
spread to the non-banking financial
institutions. The consequent credit
choke is a major contributor to the cur-
rent economic downturn.

Disinvestment was first brought
onto the governments’ policy agenda
20 years ago. Several Maharatnas,
including the PSU petroleum compa-
nies,were identified for strategic sale. I

Our 'society’ and
the 'State’ are in
conflict. A youthful,
vibrant, ambitious
and connected
'society’ is pitted
against a hesitant,
at times paralytic,
politically-shackled
and precedent-
bound 'State’

advocated the government hold fast to
its policy in the face of the inevitable
challenge from trade unionists and
vested interests. The government was
not persuaded, and the process was
aborted.Today, BPCL (and Air India) are
back on the table. Interested investors
will be wondering whether the coun-
tervailing forces that stalled the process
earlier are now firmly in check.

One could continue to cite examples
of policies that everyone agreed needed
to be implemented, but which remain
unresolved and unimplemented to
date.Issues like ‘second generation’fac-
tor market (land, labour, capital)
reforms, environmental pollution and
administration overhaul.

The question is, ‘why’?

The simple answer is, it isbecause of
the nature of our democratic system of
governance. This is a system that does
not allow pragmatic politics and good
economics to share the same bed-
spread.And when political push comes
to economic shove, it pushes econom-
ics off the mattress.

But some issues do not impact poli-
tics. Why has there been no progress in
tackling those issues? Why have govern-
ments not effectuated good economics
when politics has not been a constraint?
Here,the answeris more complexand,in
my view, rooted in the erosion of our
institutions of governance. This erosion
commenced decades ago, in the 1970s,
when for the first time since Indepen-
dence appointments to the bureaucracy
and the judiciarywere made on the basis
of personal and political preference, not
professional integrity. The erosion has
continued unabated, and as a result,
today, the institutional checks and bal-
ances embodied in our constituency
have got corroded and power has shifted
from the constitutionally embedded
organs of governance towards extra-
constitutional authorities and individu-
als.There isnowlack of clarity about who
isresponsible for what,and this has fur-
ther calcified decision-making. A senior
bureaucrat on the edge of retirement is
now understandably cautious. Why risk
the fallout from an ‘act of commission’
when there are no sanctions attached to
‘acts of omission’

The consequence of the hollowing
out of our institutions, the ‘personali-
sation’ of power and the widening gap
between the promise of policy and its
delivery is compounding the tensions
between the ‘society’ and the ‘State’.
These relations have been tense since
1991-92 when economic reforms
unleashed the ‘animal spirits’ of our
youthful population, and since the
forces of globalisation and technology
heightened expectations.
We are witness today to
public manifestation of
these tensions.The trigger
is the Citizenship Amend-
ment Act (CAA), but there
isadeeper message under-
lying the current protests.
The ‘society’ will not allow
the ‘State’ to rewrite the
social contract to reflect
narrow and partisan
predilections.

Professors Daron Ace-
moglu and James Robin-
son have recently pub-
lished abook entitled “The
Narrow Corridor: States,
Societies, and the Fate of
Liberty”. They write that
squeezed between the lawless chaos of
afailed State (‘absentee leviathan’) and
the choke on civilliberties by autocracy
(‘despotic leviathan’), there is a narrow
corridor where the ‘State’and the ‘soci-
ety’ can be in balance (‘shackled
leviathan’).It iswithin this corridor that
the State can discharge its duties to
“resolve conflicts, enforce law, provide
public services, and create economic
opportunities,”but without “encroach-
ing on the rights and liberties of the
society.” The hope for the new decade
must be that our‘State’and ‘society’will
find a way into such a corridor. This
would reinvigorate our institutions,
and accelerate the resolution of out-
standing critical issues.

@® DATA PROTECTION BILL

Game-changer

for fintech?

SURYAKUMAR

The author is founder & CEO, Crediwatch

How the personal data protection Bill
will impact the Indian fintech sector

NION IT MINISTER Ravi Shankar Prasad

recently presented the draft Personal Data Pro-

tection Bill, 2019, in Parliament. The Bill pro-

vides a framework for protecting citizens’ pri-

vacy, barring technology companies from
storing and processing ‘sensitive’ personal data without
explicit consent from individuals. But it empowers the cen-
tral government to “exempt anyagency of government from
the application of Act in the interest of sovereignty and
integrity of India, the security of the state, friendly relations
with foreign states, public order.” It also provides exemptions
for‘reasonable purposes’,such as prevention and detection
of any unlawful activity including fraud, whistle blowing,
merger and acquisitions, network and information security,
credit scoring,and recovery of debt,among others.

The Billintends to bring more ‘accountability and trans-
parency’ into the country’s information ecosystem while
addressing the loopholes and major data security concerns.
Once implemented, it is expected to create disruptions
across industries and verticals. One such sector is fintech,
which includes digital lending, mobile payment companies
and investment platforms. RBI and SEBI are yet to release
separate, comprehensive guidelines for the fintech sector.
Hence, ambiguity over regulations continues to be a pain
point for fintech participants in India. With standardised
rulesin place,even smaller companieswill have toadhere to
practices that are on par with global standards.

The Bill can pave way for a true consent-based data shar-
ing in the financial services industry. Financial institutions
often fail to accurately price
risk, mainly because of lack of
relevant data on each individ-
ual and, so, it is largely a game
of averages applied over an
aggregate.If enforced strategi-
cally,customers may bewilling
todisclose personal dataasthe
chances of data misuse will go
down. With more data avail-
able, fintech companies will be
able to better customise their
services and products.

At the same time, the Bill has sparked concerns within
theindustryasit necessitates fintech companies to prepare
for additional compliance obligations. Fintech companies
dealwith large volumes of sensitive customer data—names,
cellphones, address, bank account number, credit history,
PAN, etc.The Bill classifies all forms of personal financial data
as ‘sensitive personal data’. As such, most companies oper-
ating in the fintech space could be categorised as ‘Signifi-
cant Data Fiduciaries’by the data protection authority (DPA).

The Bill proposes restrictions on cross-border data trans-
fer,and prohibits processing of sensitive personal data and
critical personal data outside India.Another challengeis the
provision of ‘right to be forgotten’, where organisations are
not allowed to access customer data after the purpose of
which itwas shared is met, unless they have explicit consent
from the customer. This can create new regulatory bottle-
necks for fintech companies.Butitis thelarge internet com-
panies, both global and domestic, that will face severe con-
sequences. Since theywon’t be able to assume ownership of
consumer data as their own, it will not only eliminate their
dominance on consumer data,but also erode their compet-
itive edge where data was their moat. In contrast, opportu-
nities will open for new players like consent brokers who
facilitate data sharing,storage and management of end-user
data across multiple platforms on behalf of users.

Companies should start making investments in data sys-
tems to complywith the Bill; theywould need to put the con-
trol of customer data back in the hands of their true owner,
the customer. This is essential to obtain informed consent
from the customer to use the data for specific purposes and
share the same with other providers as well, if needed.

It might take a while for fintech companies to adapt to
the newdata protection guidelines.A quick makeoverwon’t
suffice; they must make continued efforts to build a robust
privacy system for storing and processing of personal data.
Despite initial hiccups, however, the Personal Data Protec-
tion Bill can be a game-changer for fintech companies
wherein they can derive immense value from free sharing
of data between the customer and the service provideras a
result of new-found end-user comfort.

With more data
available, fintech
companies will be
able to better
customise their
services, products

PENING UP PROFES-

SIONAL services to the

competition is necessary.

The time is opportune

when audit firms—as well
as secretarial practice firms—be allowed
to graduate to the next level, and along
with the freedom to advertise with some
reasonable restrictions.

In a rapidly growing interdependent
global economy, the Indian auditand sec-
retarial practice community cannot, and
should not,lockitselfupintoacorner.Itis
inthebestinterest of Indian firms to glob-
alise by adopting best practices, state-of-
the-art technology and invest in people,
rather than resisting international net-
working, especially when we have one of
the best talent pool.

Restrictions on advertising and mar-
keting by Indian accountants that have
beenapplied by the Institute of Chartered
Accountants of India (ICAI), over and
aboveinternationallyaccepted rules,need
to be reviewed. If the Indian chartered
accountant (CA) firms, in their own right,
aspire to have a global presence, it may be
necessary to adopt the internationally
accepted and applied policies under the
laws of the country. Instances may be
drawn from the mature audit markets
such as the US, the UK, France, Germany,
China, Singapore and many others on
advertising and branding that is allowed
for public accountants.

Indian CAs and company secretaries

financ 1“ ep. A

Audit lessons from
across the world

Why Indian audit and secretarial

business needs to globalise?

(CSs), too, should be allowed to perform
advertising and marketing activities that
donotbring the professioninto disrepute.
In such activities, the professional adver-
tising should be honest and truthful,and
not make exaggerated claims for the ser-
vices offered, qualifications possessed, or
experience gained, or make disparaging
references or unsubstantiated compar-
isons to the work of a fellow professional.
Objective and non-misleading advertising
and marketing activities will help in
spreading awareness and knowledge-

VIJAY
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Corporate Professionals Group. Views are personal

sharing. CAs and CSs would be able to
organise leadership conferences on new
accounting,secretarialand auditing stan-
dards, changes in laws and regulations.
Regulation 190 of the Chartered
Accountants Regulations, 1988, requires
a CA firm established in India after 1988
to apply to the ICAI for approval to use a
firm name. Subsequently, since 2005, the
ICAI has allowed Indian CA firms to enter
into contractual or other arrangements
with an international network and
become a member of the said network.In

fact,the ICAI’s Revised Guidelines of Net-
work, 2011, allow the use of a familiar
brand name.

Consequently, Indian audit firms that
are members of an international network
are often associated with the brand name
of the network. Regulation 190 does not
explicitly prohibit the use of international
brand names of networks. It gives power
to the Council of the ICAI to reject a
trade/firm name that, it thinks, may
smack of publicity.In addition, the Coun-
cil of the ICAI reserves the discretion to

refuseregistration of a trade or firm name,
if that name is undesirable in the opinion
of the members.

The current guidelines to approve firm
names followed by the ICAI and the Insti-
tute of Company Secretaries of India (ICSI)
seem to be too restrictive. The guidelines
require that the name should include the
name of the proprietor/partner as they
appearin the Register of Members.Atrade
or firm name that has norelationshipwith
the name of the member(s) is not allowed.
Similarly, descriptive trade/firm name is

not allowed.Therefore,it’s time that these
guidelines are reviewed and liberalised as
long as the name applied for does not
smack of publicity.

Indian audit and secretarial firms
need to equip themselves to manage
stakeholder expectations, disclosure of
financial information, and global
accounting practices, as domestic com-
panies are looking to move beyond the
country. MNCs are seeking to invest in
growth hotspots such as India.

Indian firms need to be as nimble-
footed as some of the domestic companies
that successfully turned MNCs by expand-
ing overseas by drawing from the tem-
plates of global companies that set shop
here in 1991.There could be a lot to gain
by allowing audit firms to market them-
selves in India.

A government-appointed committee
of experts (COE) in its report on Regulat-
ing Audit Firms and the Networkslast year
also held out similar views, concluding
that branding with international net-
workswould increase the competitiveness
of Indian audit firms. Indian companies
may benefit from using Indian audit firms
that are members of international net-
works with a brand name.

The COE has recommended that the
National Financial Reporting Authority
(NFRA) and the ICAI make appropriate
changes to respective laws and regula-
tions, including Regulation 190, and the
Code of Ethics, 2009.
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JUS COGENS

The Latin term that Iran invoked after Trump
threatened to target its cultural sites

Javad Zanf
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ON SUNDAY, responding to President
Donald Trump’s threat to attack sites that
were “important to Iran and Iranian cul-
ture”, Iran’s Foreign Minister Javad Zarif
posted on Twitter: “Having committed
grave breaches of int'l law in Friday’s cow-
ardly assassinations, @realdonaldtrump
threatens to commit again new breaches
of JUS COGENS; — Targeting cultural sites
isaWAR CRIME;... Those masquerading as
diplomats and those who shamelessly sat
to identify Iranian cultural & civilian tar-
gets should not even bother to open alaw
dictionary. Jus cogens refers to peremptory
norms of international law, i.e. interna-
tional red lines. That is, a big(ly) “nono”.”

(“Bigly” is a word that many believe
Donald Trump has been heard to say, and
is frequently used to mock the President’s
speech, mannerisms, and behaviour.
However, in 2016, the BBC quoted Fiona
McPherson, a senior editor with the Oxford
English Dictionary,as saying that “bigly” s,
in fact a real word, which can mean “with
great force”. The US reference book com-
pany Merriam-Webster also agrees that
“bigly” is a word, the BBC report said.)

JUS COGENS or ius cogens, meaning
“compelling law” in Latin, are rules in in-
ternational law that are peremptory or
authoritative, and from which states can-
not deviate. These norms cannot be offset
by a separate treaty between parties in-
tending to do so, since they hold funda-
mental values. Today, most states and in-
ternational organisations accept the
principle of jus cogens, which dates back
to Roman times.

The jus cogens rules have been sanc-

T1P FOR READING LIST

tioned by the Vienna Conventions on the
Law of Treaties of 1969 and 1986.
According to both Conventions, a treaty
is void if it breaches jus cogens rules.

Article 53 of the 1969 Convention
(“Treaties conflicting with a peremptory
norm of general international law (“jus
cogens”)”) says: “A treaty is void if, at the
time of its conclusion, it conflicts with a
peremptory norm of general interna-
tional law. For the purposes of the present
Convention, a peremptory norm of gen-
eralinternational law is a norm accepted
and recognized by the international com-
munity of States as a whole as a norm
from which no derogation is permitted
and which can be modified only by a sub-
sequent norm of general international
law having the same character.”

Article 64 of the 1986 Convention,
“Emergence of a new peremptory norm
of general international law (jus cogens)”,
says: “If a new peremptory norm of gen-
eral international law emerges, any ex-
isting treaty which s in conflict with that
norm becomes void and terminates.”

Besides treaties, unilateral declara-
tions also have to abide by these norms.

So far, an exhaustive list of jus cogens
rules does not exist. However, the prohi-
bition of slavery, genocide, racial discrim-
ination, torture, and the right to self-de-
termination are recognised norms. The
prohibition against apartheid is also
recognised as a jus cogens rule, from
which no derogation is allowed, since
apartheid is against the basic principles
of the United Nations.
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TRIBUTE TO AN IcONIC COMIC STRIP

THE PREFACE to The Peanuts Papers:
Writers and Cartoonists on Charlie Brown,
Snoopy & the Gang, and the Meaning of Life,
edited by Andrew Blauner, begins:
“Nearly twenty years after the death of
Charles M Schulz,... there still seems so
much to say about Peanuts, the
singular comic strip that occu-
pied the artist for the greater
part of his life and, through a
miraculous ensemble of hand-
drawn children and an inde-
pendent-minded beagle, won
over the world.”

Schulz’s iconic work, which
ran in newspapers around the
world from 1950 to 2000 (and
continues to appear in many
publications even today), was once de-
scribed by John Updike as a “comic strip
at bottom tragic”. The Peanuts Papers, a
“collection of deeply personal essays, will
help you see it clear, if you don’t already,
as a psychologically complex epic about
stoicism, faith and other approaches to

——

Peanuts
Papers

Ah)

existential struggles”, says the review of
the book in The New York Times.

“This collectionis varied, even kaleido-
scopic, but it also offers the pleasure of de-
tecting echoes and corresondences among
writers who come to Peanuts from their
owndistinct perspectives... The
Peanuts Papers celebrates
Schulz’s real-world cartoon uni-
verse by allowing this sort of di-
alogue among its contributors.
Even matters they all agree on,
above all the view that Peanuts
is of endless interest and re-
mains deserving of the highest
praise, can be expressed
through a wealth of fruitful ap-
proaches,” says the Preface.

However, as The New York Times re-
view notes, the list of contributors “skews
quite noticeably to the older and whiter
side”, and the book does not have any of
Schulz’s strips. There are, however, some
original illustrations by some of the car-
toonist contributors.
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SIMPLY PUT QUESTION 8 ANSWER

California’s data privacy law

[t gives users new controls over the way Internet companies use their data. What are these changes, which
will affect users beyond California too? How does the law compare with the privacy bill India has planned?

KARISHMA MEHROTRA
NEW DELHI, JANUARY 6

CALIFORNIA’S NEW privacy law — the
California Consumer Privacy Act (CCPA) —is
first-of-its-kind data legislation. As users’
data are increasingly commodified by tech-
nology conglomerates, the law — which
went into effect on January 1 — gives
Californians new controls over how compa-
nies use their data. These controls include
the right to access the data, the right to ask for
its deletion, and the right to prevent its sale
to third parties. Significantly, because of the
global nature of the Internet, these changes
will affect users worldwide.

“What this new law comes down to is
giving consumers the right to take back con-
trol over their information from thousands
of giant corporations. This is about power:
the more a company knows about you, the
more power it has to shape your daily life.
That power is exercised on the spectrum
ranging from the benign, such as showing
you a shoe ad, to the consequential, like se-
lecting your job, your housing, or helping to
shape what candidate you supportinanelec-
tion,” Alastair Mactaggart, author of the 2018
ballot initiative that led to CCPA, wrote in the
law’s proposal.

What rights does the CCPA give
Californian users?

They have the right to see what personal
information businesses collect about them,
and the purpose and process of the collec-
tion. Personal information refers to any in-
formation that can be linked back to the user.

They canrequest and view what inferences
the businesses make about them, and have the
right to see details about their personal infor-
mation being sold or given to a third party.

Users can make businesses delete their
personal information, and opt out of having
their data sold to third parties. The law lays
out some exceptions, such as information
necessary for completing transactions, pro-
viding a service, protecting consumer secu-
rity, and protecting freedom of speech.

Users can get a copy of the collected per-

There’s hope for the rare Bustard —

ANJALIMARAR
PUNE, JANUARY 6

ONCETHE frontrunner to be named India’s na-
tional bird, the Great Indian Bustard has long
been on the brink of extinction. The Great
Indian Bustard (GIB), is one of the heaviest fly-
ing birds,and is found mainly in the Indian sub-
continent. Barely 150 of these birds are esti-
mated to be surviving now globally. However,
a major conservation effort launched about
four years ago is bringing a ray of hope.

Nine chicks

Since June last year, nine GIB eggs col-
lected from the Desert National Park in
Jaisalmer where a conservation centre has
been set up, have hatched, and the chicks are
reported to be doing well. This is the largest
number of hatchings reported within a six-
month frame by any GIB conservation pro-
gramme in the world, say officials.

Forest officials have identified seven fe-
males and one male among the GIB chicks;
the sex of the ninth and youngest chick,
which hatched a couple of months ago, is not
yet known.

Giving the chicks the right diet is a chal-
lenge, the officials said. “Very little is known
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Facebook says it doesn’t “sell” data, and the law does not apply to it. The New York Times

sonal information for free. Parents have to
give permission to companies before the
companies can sell the data of their children
under the age of 13 to third parties.

To which companies does the law apply?
The law only applies to businesses with
gross annual revenues of more than $25 mil-
lion; those that buy, receive or sell the per-
sonal information of 50,000 or more con-
sumers in California; or those that derive
more than half of their annual revenue from
selling consumers’ personal information.

The law applies to businesses collecting
information of Californians; not just to busi-
nesses that operate in the state.

Unintentional noncompliance will lead
to fines of $2,500 per violation; intentional
noncompliance will attract a penalty of
$7,500 per violation.

Some studies estimate it will cost busi-
nesses $55 billion to initially meet the stan-
dards, of which $16 billion will be spent over
the next decade.

One study has said that the law protects
$12 billion worth of personal information

The Great Indian Bustard was once
common in several parts of Gujarat,
Karnataka, and Maharashtra. Archive

about their food habitat. With inputs provided
by our counterparts in Gujarat, scientists have
identified bird feed thatisrichin proteinsand
calcium,” Arindam Tomar, Chief Wildlife
Warden of the Rajasthan Wildlife Depart-
ment, told The Indian Express over the phone.

The GIBis known to eat insects, harvested
foodgrains, and fruit. “The uncontrolled use
of pesticides and insecticides in farms has
badly hit their food habitat,” said Tomar, who
took over as the project head in early 2019.

that is used for advertising in California
every year.

What has changed in practical terms?

The law went into effect on January 1, but
the California Attorney General has not be-
gun enforcing the act yet. The AG will be al-
lowed to take action six months after the
rules are finalised, or on July 1.

At the very least, companies will need to
set up web pages and phone numbers to take
requests. Users also may begin to see a new
button on websites stating “Do Not Sell My
Personal Information”.

Several large companies have set up new
infrastructure to comply. Google launched a
Chrome extension to block Google Analytics
from collecting data. Facebook has said that
the law doesn’t apply to them since they do
not “sell” data, and that they already have
features that comply with the law (suchasa
tool that allows users to access and delete
their information).

Bloomberg has reported that a wave of
new start-ups are pitching products to com-
panies to help them adhere to the new rules.

Vanishing grasslands, and attacks by dogs
and foxes have contributed to the threat to
the GIB’s survival.

Conservation

The Ministry of Environment, Forest and
Climate Change, and the Wildlife Institute of
India (WII), Dehradun, are working to save
the GIB. The Ministry has allotted special
funds to the tune of Rs 33 crore, a part of
which was used to set up the incubation and
chick-rearing centre in Jaisalmer.

In a report submitted to the Ministry in
November 2018, the Wl said extensive land
surveys have been carried out to locate suit-
able habitats for the chicks.

Officials have zeroed in on 14 spots, based
rainfall, accessibility, proximity to wild
source, habitat and topographic suitability,
availability of water, temperature, etc., and
identified Sorsan as the site most conducive
for their rearing.

“Sorsan would allow the birds to breed
more frequently, unlike Jaisalmer, which sees
frequent droughts. Also, with access viaroad
and suitable flat grassland habitat is avail-
able,” the Wil report said. The centre will be
the birds’ home for a few years — a safe habi-
tat would have to be readied before they can
be released into the wild.

How does this affect non-Californians?

First, even Indian companies that have
customers in California would have to com-
ply with the law.

Second, many firms are finding it easier to
make the legal changes for all users rather
than trying to distinguish users from
California. Microsoft will roll out changes for
all Americans, and Mozilla (which owns the
Firefox browser) will make changes for all
their users. The European Union’s General
Data Protection Regulation (GDPR) too,
shifted the entire Internet economy, not just
that of the EU.

California is often a trailblazer for legis-
lation, inspiring other states and even coun-
tries to adopt similar regulations. In the US
itself, there is bipartisan support for several
new data privacy bills making their way
through Congress now.

What are the criticisms of the Act?

The Act gives users the right to stop the
selling of their data, but not the collection of
their data. So while this reins in the data bro-
ker system, it does not do much to affect com-
panies like Facebook and Google that make
most of their money by collecting the data,
not by selling it. Advertisers pay Facebook to
target ads to users based off that data; they
don’t pay Facebook for the data itself.

Some say the act places the burden of
navigating this complex economy on users.
Others argue that many of the provisions are
vaguely worded — leaving concepts such as
“third-party sharing” or “selling” up to inter-
pretation. Experts told The Verge that com-
pliance challenges will be greater with CCPA
than with the GDPR.

How does this act compare with India’s
proposed data protection bill?

Several of these rights are also in India’s
Personal Data Protection Bill. These include
the right to access a copy of your data, and
the right to deletion. India’s bill goes further
in some regards, including the right to cor-
rection. However, India’s bill is more focused
on users’ rights over collections, while
California’s act is focused more on the third-
party sharing and selling of a user’s data.

here’s why

Challenges

Male birds reach sexual maturity be-
tween the ages of 4 and 5; females at age 3-
4. Generally, the GIB lives up to age 15 or 16,
experts said. A female lays an egg once in 1-
2 years, and the chicks’ survival rate is 60%-
70%. “Being such long-lived and slow repro-
ducing species, adult mortality remains
high,” the WIl report said.

Tomar said: “Once these birds mature
and can produce offspring, there must be
enough habitats to support their growth.
Readying the necessary habitat will be key
in the coming months and years.”

According to the WII report, the bird was
once abundant in Kutch, Nagpur, Amravati,
Solapur, Bellary, and Koppal districts in the
states of Gujarat, Maharashtra, and Karnataka.
“Karnataka has expressed interest in working
with us, but there is nothing concrete from
Maharashtra so far,” the officer said.

Globally and in India, high voltage power
lines are a major threat to the GIB, the Wil re-
port says. The bird has poor frontal vision,
which restricts it from spotting power lines
early. “...About 15% of the population (dies)
due to the power lines in Jaisalmer alone.
This, in comparison to the natural cause of
deaths contributed only 4% to 5% cases,” the
report says.

Why an American attack on Iran’s cultural sites could constitute a war crime

NEHA BANKA
KOLKATA, JANUARY 6

FOLLOWING THE assassination of Maj Gen
Qassem Soleimani, President Donald
Trump tweeted on Saturday that if “Iran
strikes any Americans, or American assets”
inretaliation, the US would target 52 sites in
Iran, “some at a very high level & important
to Iran & the Iranian culture”.

It was not clear what Trump would
achieve by deliberately destroying Iran’s
cultural heritage, but such a step, should he
follow through on his threat, could be con-
sidered a war crime.

Iranis home to one of the world’s oldest
civilisations dating back to 10,000 BC.
Twenty-four Iranian sites are on UNESCO’s
World Heritage List, two of which are nat-
ural sites and the rest cultural sites.

Among the main World Heritage Sites
in Iran are the Meidan Emam and Masjed-
e-Jame in Isfahan; the Golestan Palace in
the historic heart of Tehran; Pasargadae and
Persepolis, capitals of the Achaemenid
Empire, founded by Cyrus Il and Darius I re-
spectively in the 6th century BC; and the ar-
chaeological site of Takht-e Soleyman,

Epaperﬂ.ﬂelsa. com

which has the remains of an ancient
Zoroastrian sanctuary.

What is the problem with targeting
cultural heritage?

Following the unparalleled destruction
of cultural heritage in World War I, the na-
tions of the world adopted at The Hague in
1954, The Convention for the Protection of
Cultural Property in the Event of Armed
Conflict, the first international treaty fo-
cussed exclusively on the protection of cul-
tural heritage during war and armed conflict.

The Convention defined cultural prop-
erty as “movable orimmovable property of
greatimportance to the cultural heritage of
every people, such as monuments of archi-
tecture, art or history, whether religious or
secular; archaeologicalssites....”, etc. The sig-
natories, referred to in the Convention as
“the High Contracting Parties”, committed
themselves to protecting, safeguarding, and
having respect for cultural property.

There are currently 133 signatories to
Convention, including countries that have
acceded to and ratified the treaty. Both the
United States and Iran (as well as India)
signed the Convention on May 14, 1954, and
it entered into force on August 7, 1956.

Iranian World Heritage Sites Meidan Emam in Isfahan (left) and Golestan Palace
in Tehran. Sorush Angabini/UNESCO

The Rome Statute of 1998, the founding
treaty of the International Criminal Court,
describes as a “war crime” any intentional
attack against a historical monument, or a
building dedicated to religion, education,
art, or science. The International Criminal
Court started functioning in 2002 with ju-
risdiction over four main crimes: genocide,
crimes against humanity, war crimes, and
the crime of aggression.

Article 8 of the Rome Statute deals with
war crimes. Article 8(2)(b)(ii) says war crimes
include “intentionally directing attacks
against civilian objects, that s, objects which
are not military objectives”, and 8(2)(b)(ix)

mentions “intentionally directing attacks
against buildings dedicated to religion, edu-
cation, art, science or charitable purposes,
historic monuments, hospitals and places
where the sick and wounded are collected,
provided they are not military objectives”.

122 countries are States Parties to the
Rome Statute of the International Criminal
Court. The United States is a signatory that
has not ratified the Statute. India has nei-
ther signed nor ratified the Statute.

Is it likely that the US will in fact, attack

these heritage sites?
Following Trump’s threats, Secretary of

State Mike Pompeo told ABC News: “We’'ll
behave lawfully. We'll behave inside the sys-
tem. We always have and we always will.”

ToCNN, Pompeo said, “We will be bold in
protecting American interests and we’ll do
so in a way that is consistent with the rule
of law.” Pressed on whether “cultural cen-
tres” were fair targets, he said: “We're going
todo the things that are right and the things
that are consistent with American law.”

Trump himself has been direct, under-
lining that he meant what he tweeted.

“They’re (the Iranians) allowed to kill our
people. They’re allowed to torture and
maim our people. They're allowed to use
roadside bombs and blow up our people,”
the President told reporters on Sunday.
“And we’re not allowed to touch their cul-
tural site? It doesn’t work that way.”

How has Iran responded to the threats?

Foreign Minister Mohammad Javad
Zarif posted on Twitter: “A reminder to
those hallucinating about emulating ISIS
war crimes by targeting our cultural her-
itage: Through MILLENNIA of history, bar-
barians have come and ravaged our cities,
razed our monuments and burnt our li-
braries. Where are they now? We're still

here, & standing tall.” He also said that
Trump’s threats, if carried out, would be a
breach of “jus cogens” (See ‘This Word Means’
in column at left) and a war crime.

When has cultural property been
targeted earlier?

W During the Siege of Dubrovnik in
1991-92 by the Yugoslav People’s Army, the
old town of Dubrovnik in Croatia was tar-
geted in an attempt to wipe out Croatian
history and cultural heritage. Subsequently,
during the Croat-Bosniak war, Croat para-
military forces destroyed the 16th century
Stari Most bridge in Mostar in today’s Bosnia
and Herzegovina, in 1993.

B In 2001, the Taliban destroyed
Buddhas that had been carved into the
mountainside in Bamiyan, Afghanistan, be-
tween the 3rd and 6th centuries AD.

Ml In 2006, the UN and the Cambodian
government established the Khmer Rouge
Tribunal to prosecute the destruction of
Cambodia’s cultural assets.

B Between 2014 and 2017, the Islamic
State destroyed several places of religious
and cultural significance. In 2015, the IS cap-
tured and destroyed the ancient Syrian city
of Palmyra, a UNESCO World Heritage Site.
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POWER TO THE GOON

The mob violence on JNU students is a chronicle foretold.
Those whose job is to protect the campus are accomplices

HE VICIOUS ATTACK on students and teachers in JNU by a group of goons, al-
legedly affiliated to the RSS student-wing ABVP, on Sunday night is not merely
a case of campus violence peaking, It is the outcome of the daily demonising
of the university, its staff and faculty, over a period of time by people holding
high public office. The mob that went on a rampage in the campus, including in girls’ hos-
tels, was empowered by the very government that is vested with the power and respon-
sibility to uphold law and order, to act as it did. It did not happen in a day, of course; it has
been in the works ever since JNU was seen by the establishment as a rebel outpost. Students
and faculty have been branded “anti-nationals”, who need to be punished. Phrases like
“tukde tukde gang” and Urban Naxal were used by BJP functionaries, including senior min-
isters, to describe students and cases foisted on student leaders. A narrative of aggressive
nationalism was carefully nurtured to normalise the vilifying of the university and its in-
habitants, dogwhistling that targeting JNU has the sanction of the government.

Two members of the Union Cabinet, both JNU alumni, have condemned the incident.
But this rings hollow. Visuals of hooligans roaming in dormitories and the campus, wield-
ing hockey sticks and bludgeons, shouting “desh ke gaddaro ko, goli maaro saalo ko”,and
finally trooping out of the campus, under the benign gaze of Delhi Police, are available in
the public domain. Delhi Police, which the other day was seen wreaking havoc on the
Jamia Millia Islamia campus, has been coy to act against the thugs who had a free runin
JNU. The vandals have been aided and abetted by the institutions that ought to have
cracked down on them in the first place. What is the message that is sent out? Who is to
act against the hooligans? How long before such mob transforms itself into lynch bands
that have murdered people in the name of food and faith in Uttar Pradesh, Rajasthan and
Jharkhand in recent years.

The wardens of JNU hostels that faced the brunt of the thugs have quit their posts, tak-
ing responsibility for failure to protect students. The university vice-chancellor, M
Jagadesh Kumar, a divisive presence in the campus at the best of times, seems to run
the university as a department of the Union Human Resources Development Ministry,
its strings pulled by Union Home Ministry. Clearly, his fidelity is not to the students and
staff — his tenure is remarkable for its failure in winning the trust of the campus. Kumar
should be relieved of the responsibility he has long abdicated. But for that to happen,
saner heads need to prevail. Who understand that a campus where goons are empow-
ered is a campus that will shrivel — and shrink a nation’s future.

BLAZE DOWN UNDER

In Australia’s bushfires lie warnings about the complex ways in
which climate variables interact

TLEAST 24 people have lost their lives, nearly 500 million animals have per-

ished and more than 12 billion acres of land — an area as large as Denmark

—has turned to cinders as bushfires have ravaged large parts of Australia. The

fires, among the worst in the country’s history, have been raging since
September and show no signs of abating. New South Wales, the country’s worst-affected
state, declared an emergency last week in its southeastern region and people were asked
to move to safer locations. But the state government faced people’s ire when those flee-
ing the inferno had to face long traffic jams. More opprobrium has been heaped on the
country’s Federal government. Across the country, frustrated Australians have vented
their anger at Prime Minister Scott Morrison for playing down the blaze’s association
with climate change — a charge the Federal government has denied.

Bushfires are actually a part of Australia’s ecosystem. Many plants depend on them to
cycle nutrients and clear vegetation. In fact, eucalyptus trees in Australia depend on fire
to release their seeds. But all this usually happens during a few weeks in late January-
February, when the country is at its driest. The prolonged blaze this year has coincided
with Australia’s harshest summer. Parts of the country recorded their highest recorded
temperature in December. Then, longer-term factors have been at play. Much of Australia
is facing a drought that is a result of three consecutive summers with very little precipi-
tation. This, according to climate scientists, is unprecedented. Moreover, as the Australian
Bureau of Meteorology’s 2018 State of the Climate report notes, “Australia’s climate has
warmed by just over 1 degree Celsius since 1910, leading to an increase in the frequency
of extreme heat events.” This has led to more rainfall in northern Australia, but created
drought-like conditions in the more densely populated southeast.

Australiais home to nearly 250 animal species, some of them like the koalas and kan-
garoos are not found elsewhere. But the region also has the highest rate of native animals
going extinct over the past 200 years. The fires will aggravate this situation. Experts, for
example, reckon that more than a quarter of the koala habitat has been consumed by the
blaze. The fires have also caused a drop in the bird, rodent and insect populations. These
creatures are the building blocks of the ecosystem and the fall in their population is bound
to have long-term impacts. In Australia’s bushfires lie a warning about the complex ways
in which climate variables interact.

IPURE STARSHINE

The Golden Globes had many surprises, least of
which was an all vegan menu

HERE WAS A time stars let down their hair at the Golden Globes, with the first

awards of the season a good dress rehearsal for the Oscars and the over 75,000

glasses of free Champagne lubricating enough Dutch courage. Now,

Hollywood’s glitziest night has stirred itself “woke”. On Sunday night, the best
of TV and cinema of 2019 were first served the rapier-sharp tongue of anchor Ricky Gervais,
and then an all-vegan menu (a Globes first). With Donald Trump rushing the US headlong
into another blunder in West Asia, the best film surprise was a just-released war movie, 1917.
The best actor no-surprise was Joaquin Phoenix’s anarchist and confused Joker who, in his
acceptance speech, strewn with cuss words and casual informality, lectured Hollywood on
climate change, private jets and responsible voting. The luminaries of Netflix’s hot con-
tenders which were resoundingly shut out — Martin Scorsese and Robert De Niro (The
Irishman), Adam Driver (Marriage Story) — looked on unimpressed.

But if Phoenix stressed that he didn’t want to rock the boat, the women didn’t need re-
minding. Top honours again eluded them, while Olivia Colman won best TV actress for the
solidly establishment Crown. Michelle Williams struck a few political notes, as Awkwafina
became the first performer of Asian descent to win a Best Actress Musical or Comedy.

With no fire sizzling the red carpet either, the clouds parted for pure starshine for one
brief moment. Brad Pitt, the Best Supporting Actor, wearing his blond splendour and dat-
ing status lightly, complimented his director Quentin Tarantino and thanked co-actor
Leonardo Di Caprio as their Hollywood nostalgia film walked away with the most awards
of the night. Pitt’s four-letter word of choice was simpler. “If you have the chance to be ‘kind’
to someone tomorrow, take it. I think we need it,” the actor said. Aah, for that forever

fairytale, Once Upon a Time in Hollywood.
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WORDLY WISE
IF YOU WANT A PICTURE OF THE FUTURE, IMAGINE A

BOOT STAMPING ON A HUMAN FACE— FOREVER.
— GEORGE ORWELL

Innocents no more

JNU violence reflects an apocalyptic politics driven
by a constant need to find new enemies

PrATAP BHANU MEHTA

THE SHOCKING VIOLENCE at JNU should con-
vince you of one simple proposition: India is
governed by a regime whose sole raison d’e-
treis to find an adversarial rallying point and
crush it by brute force. Cowardly thugs run-
ningamokin one of India’s most premier uni-
versities, inflicting head injuries on teachers
and students, is not a minor scuffle explained
away by JNU’s local conflicts. To better under-
stand what is at stake, it is important to listen
to the entire range of speeches our hon-
ourable, “He Who Must not be Named” Home
Minister delivers. One thing will become
abundantly clear. The current political regime
cannot exist unless it finds a new enemy. It
now legitimises itself, not by its positive ac-
complishments, but by using the enemy as a
rallying point. The targeting of enemies — mi-
norities, liberals, secularists, leftists, urban nax-
als, intellectuals, assorted protestors — is not
driven by a calculus of ordinary politics. It is
driven by will, ideology and hate, pure and
simple. When you legitimise yourself entirely
by inventing enemies, the truth ceases to mat-
ter, normal restraints of civilisation and de-
cency cease to matter, the checks and balances
of normal politics cease to matter. All that mat-
ters is the crushing of real and imaginary en-
emies, by hook or by crook.

The events at JNU are another symbol of
the apocalyptic politics this government is
playing. It is apocalyptic in a triple sense. At
the level of discourse, the normalisation of
the phrase “tukde tukde gang” abetted by
the home minister, with the help of a pliant
media, laid the background conditions for
this kind of violence.

There is no doubt that many of those who
were cowardly enough to assault unarmed
professors and students and hit them on the
head, see themselves as some kind of nation-
alist warriors: Avenging national honour by
unleashing violence in a university. But the
fact that they think in this way has been en-
abled by the larger ideological climate, some-
thing government functionaries have done
much to inculcate.

There is no getting away from the fact that
hunting down your own citizens as anti-na-
tional is now part of the ideological construct
of this government, as evidenced by the
home minister’s speeches. There is no get-

The silver lining is that, as
recent events have shown,
enough Indians are refusing
to be cowed down. This is
embittering and shaking the
government and its
supporters even more. In the
short run, we need three
things. There has to be an
absolute refusal to patronise
anyone who normalises the
‘tukde tukde gang’ talk —
licensing the militarisation
of domestic politics. There
has to be institutional
accountability: From the
JNU VC to the home
minister. But, this moment
will also require the forces of
protests to be more visible in
the peaceful and dignified
way they have been over the
last few days.

ting away from the fact that the kind of state
response that you have seen in UP against
minorities, on the heels of the tepid response
to earlier episodes of lynching, emboldens
the worst elements of our society to act as
vigilantes. The state will, directly or through
proxies, encourage violence against anyone
who is notin tune with it.

This violence is apocalyptic in another
sense: Its purpose is to foment more violence,
so that targeting enemies becomes self-ful-
filling. The logic is: Apply force and intimida-
tion. If it succeeds, all well and good. If it does
not succeed respond in two ways. One is to
ideologically discredit the opposition even
more. The pattern is depressingly familiar. The
attacks onJNU will be presented as some kind
of “left-liberal” conspiracy. They will intone,
asmany are doing on social media, “these left
liberals are so fanatical that they will smash
their own skulls to embarrass government”.
The second strategy is to use the violence as a
pretext for more control and violence. “See
these anti nationals, they refuse to be crushed
by violence. So, we need more violence.” This
is the strategy in Kashmir, this is the strategy
in UP, and now it is coming to the heart of the
capital. There will be a massive disinforma-
tion campaign. Remember, the government
exploits the asymmetry between doubt and
truth. It will use odd bits of information, with-
out context, to buttress its claims that thisisa
conspiracy. Meanwhile, the most obvious
questions will go unanswered.

Let us for a moment assume there was a
local scuffle between students — those want-
ing toregister and other students preventing
them from the registering process. That can-
not explain the fact that armed goons from
outside the campus were allowed to run
amok; that does not explain the fact that the
police, which had no compunction in crack-
ing down in Jamia, stood by as mute specta-
tors and even respectfully seem to have es-
corted out the thugs. That cannot explain why
unarmed professors and students would be
hit in the head. The government is counting
on the fact that it thinks we are looking for a
pretext to support it. It thinks pictures of dis-
order — the spectre of rioting minorities or
leftists — will increase support for authoritar-
ianism. The worst indictment of India is that

the government thinks the people are behind
it in this apocalyptic vision.

The third apocalyptic element of the vi-
sion is the literal destruction of all institu-
tions. The most pathetic moment of the long
night was two “who do not deserve to be
named” ministers — the finance minister and
minister of external affairs — reduced to
tweeting a general, anodyne condemnation
of violence. They are members of the cabi-
net committee on security. They could have
arranged, through their colleagues, for Delhi
Police to act. If they, with their privileges, ex-
ude this kind of pathetic helplessness, think
of the ordinary JNU student or citizen in UP
or Kashmir. Think of those who are the target
of vigilante violence and have no recourse to
justice; think of those whose homes were in-
vaded by UP police; think of those who have
disappeared in Kashmir. The aim of the gov-
ernment may or may not be literal annihila-
tion of its citizens. But its aim certainly is that
it annihilates our will, our reason, our spirit,
so that we all become willing supplicants in
its ideological project.

The silver lining is that, as recent events
have shown, enough Indians are refusing to
be cowed down. This is embittering and shak-
ing the government and its supporters even
more. In the short run, we need three things.
There has to be an absolute refusal to patron-
ise anyone who normalises the “tukde tukde
gang” talk — licensing the militarisation of do-
mestic politics. There has to be institutional
accountability: From the JNU VC to the home
minister. But, this moment will also require
the forces of protests to be more visible in the
peaceful and dignified way they have been
over the last few days. The government's strat-
egy is not to solve old issues; it is to divert at-
tention by bringing in new adversaries in the
hope that we remain divided. But now the
movement against the government has to
turn this very fact into an advantage. The one
thing the violence in JNU, and Delhi more gen-
erally, should bring home s that plain truth: In
the eyes of this government, no one is inno-
cent. None of us have the choice to even pre-
tend otherwise.

The writer is contributing editor at
The Indian Express

AFTER THE STICKS AND STONES

With the violence at JNU, citizens face a stark, binary moral choice

AAKASH JOSHI

GEORGE ORWELL ONCE lamented that he
“was forced to become a pamphleteer” by the
times that he lived in. His happy place, to use
the contemporary parlance, was gardening
and writing novels. Orwell was much more
than a pamphleteer. He was a chronicler of the
evils of nationalism as well as one who under-
stood its appeal. There are few Orwells among
us. But our time, like his, is a moral test.

What is the metaphor, the analogy, that
describes the masked men and women that
rampaged across Jawaharlal Nehru University
on the night of December 5? Were these
stone-pelters (though given the size of their
projectiles, perhaps rock throwers) and rod-
using assaulters of students the great Indian
Ku Klux Klan — they have it down pat, the
masks and narrow majoritarianism? Or, per-
haps, they are just “goons” or the “lumpen el-
ement” — those broad terms that can mean
anyone, on a given day. And, since we dare
not say the F-word or the N-word, can we call
them Brownshirts, despite the decidedly saf-
fron tint to their sloganeering? By the time of
writing this, both the complicities that en-
abled the violence and the equivocations in
its aftermath are well underway.

The Delhi Police, which reports to Home
Minister Amit Shah, has not made a single ar-
rest, nor taken into custody anyone connected
to the violence. In fact, by all accounts, the
mob moved with impunity through the cam-
pus even as the police stood at the gate. This,

Something has changed in
India over the last few
months. In Delhi, those who
watched the country change,
lose its character have finally
decided to show up for
others. As with Jamia, so
with JNU. Even before the
police took action,
well-meaning citizens

and alumni of JNU

showed up at the university.

remember, is the same force that was load-
ing up by the busloads peaceful protestors
last month from anti-CAA-NRC demonstra-
tions. Campus security is conspicuous by its
absence, the university’s vice-chancellor
deafening in his silence.

Now, the equivocations. BJP MP
Meenakshi Leki managed to blame Left par-
ties (even as the violence was underway ) for
“politicising students”, evoke the spectre of
“Jamia students” on the JNU campus and took
a swipe at Priyanka Gandhi. She went on to
say that “if my kids were doing this (protest-
ing, striking) they would get a tight one (pre-
sumably a slap) from me”. Shah has asked for
a “report” on the matter from the Delhi Police
—seenonvideo allegedly escorting weapon-
wielding men and women from the campus.

Itis not difficult to imagine what will fol-
low. More voices from the BJP, the Union gov-
ernment and their loud sympathisers will try
to present this as a clash between student
groups; Urban Naxals will be brought up and
a minor disagreement between students —
aneveryday part of campus life — will be used
as ajustification for creating terror in a place
that dissents. And, given the love for “debate”,
of pretending that there are two equal sides
to every immortality, the discourse will move
on as it always does. But it need not be so.

Something has changed in India over the
last few months. In Delhi, those who watched
the country change, lose its character have fi-

nally decided to show up for others. As with
Jamia, so with JNU. Even before the police
took action, well-meaning citizens and
alumni of JNU showed up at the university.
There, a young woman was first chased by
men with rods — outside the gate on the road
leading up to the campus. When she did
make it, ABVP activists greeted her and oth-
ers with slogans of “Jai Shri Ram”, “Desh ke
gaddaron ko, goli maaro saalon ko” and
“..Afzal (Guru) ki maut maroge”. When they
spoke to these men, argued with them, they
were told to get the men of their house. She,
and others like her, were a symptom of their
cowardice, “pallu ki aad mein anti-national”
is how they were described.

The women engaged in the debate,
pointed out that their agency was not circum-
scribed by men, and that’s a privilege that
should be aright.

But this must be said to the men who
chased the young women, those who as-
saulted JNUSU President Aishe Ghosh leav-
ing her face battered and bleeding. And be-
cause in the times we live in, the dreaded first
person must be employed — the political is
as personal as it gets. The “men of the house”
— for the children we may someday have, or
just to assuage our conscience — will, at the
very least, have to turn pamphleteers.

Beat that with a stick.

aakash.joshi@expressindia.com
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CONG SET FOR WIN

THE CONGRESS-I SEEMED to be firmly in
the saddle for a major victory in the Lok
Sabha mid-term election. The results de-
clared so far show that the voters have
swung away from the Janata Party and the
Lok Dal. The performance of both parties
was utterly dismal. Of the 61 results de-
clared till midnight, the Congress (I) had
won as many as 44 seats.

BACK To MRS GANDHI

THE PEOPLE LOOK like returning Mrs
Gandhi with the same vengeance as they
had rejected her in the 1977 election. The
verdict against the Janata may be even more

severe because the combined Congress did
win 153 seats in the last poll. As predicted,
the Lok Dal does not figure anywhere.
The leftists may do far better than the Lok
Dal and the Congress put together. If
today’s trend continues, the Congress (I)
may have a two-third majority in the new
Lok Sabha. Indeed, it will be Mrs Gandhi’s
personal victory. The argument that she
alone can give a stable government to the
country seems to have gone down well with
the people.

SOVIETS DENY CHARGES
THE SOVIET UNION, denying charges of mil-
itary interference in Afghan affairs, last

night accused United States officials of mak-
ing the charges to kill the second Soviet-
American Strategic Arms Limitation Treaty.
The Soviet Ambassador, Oleg A.
Troyanovsky, seemed to have President
Jimmy Carter in mind when he brought the
accusation in the UN Security Council, at the
second meeting of a debate on the situation
in Afghanistan begun last afternoon by re-
quest of the United States, China and 48
other countries. “American leaders”, he
said, “have seized on the so-called Afghan
question to justify attempts to prevent the
so-called SALT II treaty from coming into
force and justify the increase in the military
budget.”
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West Asia after Soleimani

An all-out war between the US and Iran will destabilise the region and have major economic
impact worldwide. The outcome could be apocalyptic for India’s interests

YED ATA HASNAIN

NOT MANY IN India are aware of Major
General Qassem Soleimani, the commander
of the Quds Force of the Islamic
Revolutionary Guard Corps (IRGC) of Iran —
the man who was killed by a surgical drone
airstrike near Baghdad airport on the morn-
ing of January 3. The killing began the New
Year and decade with a trigger that may have
far reaching consequences. But first,
Soleimani needs a brief introduction.

“His brilliance, effectiveness, and com-
mitment to his country have been revered by
his allies and denounced by his critics in equal
measure,” wrote US General Stanley
McChrystal in 2018. “Soleimani is arguably
the most powerful and unconstrained actor
in the Middle East today. A ghostly puppet
master, a practical strategist.” It was
Soleimani who put the Quds Force among
the top few forces of the world that have the
rare capability to combine intelligence with
special forces strike capability and possess a
fiercely strategic ideological orientation. The
IRGC, with Quds Force atits core, is an organ-
isation which oversees and executes Iran’s
regional interests, maintains linkages with
other friendly forces and also works through
a system of local proxies. Its effectiveness
over time has created linkages with the
Hezbollah in Lebanon, Hamas in Palestine,
Houthis in Yemen, militias in Iraq, Bashar al
Assad’s forces in Syria and, very importantly,
with the Russians in the Middle East. Iran’s
Middle East strategy was developed through
this capability and it gives out the message
that it cannot be meddled with.

The US can use a sledgehammer to defeat
and destroy Iran and its forces but after the
Iraq and Afghanistan experiences, it is aware
that victory in such wars does not necessar-
ily belong to the stronger side.

Soleimani had been in the US’s crosshairs
right from the time the US declared the Quds
Force a terror organisation. His operational
effectiveness had the US worried but it is
learnt that even when opportunities to target
him arose in the past, former President
Barack Obama desisted from following up
with an authorisation simply because the
next steps in escalation gave no positive op-
tions. Thatis the issue now as well. While no
one in the US laments Soleimani’s death, no
one is happy with it either since it was not
part of a strategy with a focused aim. Is that
being fair to President Donald Trump, who is
obviously revelling in this achievement?

A short chain of events in Iraq, set off in
thelast few days of 2019, led to the assassina-
tion. US military facilities in Kirkuk (Iraq)
were attacked on December 27 by a Shia mili-
tia, killing a US contractor. The US responded
on December 29, killing 25 militants — Iraq’s
leadership was extremely upset. This sparked
aretaliatory attack on the US base in Taji be-
fore a mob attacked the US Embassy com-
pound in Baghdad on December 31. This is a
flagship US embassy in the Middle East,
spread over 100 acres, and the breach of its
security unnerved the US — that is actually
all the more reason that any attack on the
Quds Force Commander should have been
outside Iraq. The US cannot afford to yield

space in Iraq to a Iran-driven popular peo-
ple’s movement — very much a possibility as
a consequence of Soleimani’s killing.

The question everyone seems to be asking
is related to the feasibility of an all-out war.
There is no doubt that the domestic political
environment of the US is in flux and Trump
would risk anything for a fillip to his chances
of re-election. However, the US is war weary
and if Trump thinks that an all-out war will
help his re-election chances, he would be
mistaken. A limited set of military actions
from time to time — those that exploit US
technological superiority — will draw more
favourable support. Of course, alot is contin-
gent upon the nature of Iran’s retribution for
the death of the man who was often called a
“living martyr”.

Iran’s leadership is aware of its limitations
and would wish to stay short of a tipping
point, which the US could use to commence
an all-out war. For its own larger cause and
image, the US would be least concerned
about the worldwide economic ramifications
of it subsequent actions. Energy price rise,
risk to shipping and the economic collapse
of the Gulf economies will probably be of less
concern thanitdidin 1990 because the US is
no longer dependent on the Middle East for
energy. It will, of course, have to be mindful
of the worldwide economic impact.

The other question for strategic minds is
the nature of a future proxy war in the Middle
East. Early reactions from US-based thinkers
appear to conclude that a war between the
US and Iran will now be direct and beyond
proxies. This may not be entirely correct.
Weaker nations, such as Iran in this case,
choose to fight through proxies who are not

Early reactions from US-
based thinkers appear to
conclude that war between
the US and Iran will now be
direct and beyond proxies.
This may not be entirely
correct. Weaker nations,
such as Iran in this case,
choose to fight through
proxies who are not exactly
unorganised and
undisciplined elements. If
the US chooses to confront
them directly without using
its own proxies, it runs the
risk of an Afghanistan or an
Iraq type of commitment.

CR Sasikumar

exactly unorganised and undisciplined ele-
ments. If the US chooses to confront them
directly without using its own proxies, it runs
the risk of an Afghanistan or an Iraq type of
commitment. For Iran’s proxies, borders re-
main just lines on maps; they can be crossed
at will despite modern surveillance systems.
Inflat organisations, such as those the prox-
ies are part of, there is minimum control and
direction. That is where Iran too runs the risk
of overplaying its strategy without presence
of a strong and experienced commander like
Soleimani, which could lead to a more direct
confrontation. Anirregular entity such as the
Islamic State (IS) lacked air power, armed
drones and missiles and yet displayed its
conventional war fighting capability. All this
will be available if irregular proxies receive a
higher level of state support.

Finally, a look at the effect on Indian in-
terests. Energy prices, a diaspora of eight
million and $40 billion in remittances for5m
the core of India’s concerns. Energy prices
are already on the rise, without even an
inkling of the Iranian response. The diaspora
presence is mainly in the Gulf countries,
which have thus far been largely out of the
theatre of proxy war, except for Saudi Arabia.
However, this situation is not permanent. It
is contingent on the intensity of escalation
of the war by proxies and could extend be-
yond the current sub regions of the conflict,
engulfing the UAE, Kuwait, Qatar and
Bahrain. That would be apocalyptic for
Indian interests.

The writer, a former corps commander of the
Srinagar-based 15 Corps, is chancellor,
Central University of Kashmir

PRAKASH SINGH

Proceed with CAA, reject NRC

State miscalculated law’s fallout, failed to recognise anger among Muslims

THE AGITATION AGAINST the Citizenship
Amendment Act appears to have gone
through three phases. In the first phase, it
was a protest against its enactment, as there
were genuine apprehensions that the Act,
followed by a pan-India NRC exercise, would
lead to a large section of society, mostly
Muslims, being declared illegal migrants/cit-
izens. There was protests in Jamia Millia
Islamia and large-scale demonstrations in
Assam and other Northeast states. In the sec-
ond phase, it became a confrontation be-
tween students and the police. Allegations
of police high-handedness spread and there
were sympathetic protests in educational in-
stitutions across the country. The CAA re-
mained the trigger, but it was pushed to the
background. Student anger was directed
against the police and the government. In the
third phase, which we are witnessing today,
the movement has been hijacked by political
opportunists, separatist factions, fundamen-
talist groups and lumpen elements. The CAA
is an excuse; the target is the ruling party.
The government, in retrospect, appears to
have seriously miscalculated the fallout of the
CAA. Its success on three fronts appears to
have made it insensitive to the simmering
anger among the Muslim community. The
Muslim Women (Protection of Rights on
Marriage) Bill 2019, which banned triple ta-
lagq, was a good measure for the emancipation
of Muslim women from an atrocious practice,
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but it antagonised the radical elements. The
abrogation of Article 370 of the Constitution,
ending the special status of Jammu and
Kashmir, aggravated the discomfiture of
Muslims. Then the Supreme Court verdict on
Ayodhya added to the sense of unease. The ca-
nard that the judiciary had been influenced
to give the disputed plot to the Hindus for the
construction of the Ram temple, with some
luminaries writing about the alleged flaws in
the judgment, added fuel to the fire. All these
three developments — the annulment of triple
talag, the abrogation of Article 370 and the
Ayodhya verdict — collectively led to a feeling
of anger, resentment and frustration among
Muslims. The government either was not
aware of the depth of Muslim resentment or
was not bothered about it and was confident
of being able to weather any storm.

The announcement of the National
Population Register was unexceptionable,
but it wasill-timed. Heavens would not have
fallenif it had been delayed by a few months.
It has provided further ammunition to the
Opposition which has embarked on a disin-
formation campaign to mislead people.

The police are presently doing a thank-
less job. If they take action against the agita-
tors, as they did in UP, there are allegations
of high-handedness. If they play it safe, as
they did in West Bengal, the agitators will
have a field day — destroy railway property,
burn buses, attack police posts and indulge in

acts of vandalism. Itis indeed sad thatin most
of the states, the governments are not par-
ticularly bothered about the destruction of
public and private property. The taxpayer’s
money is nobody’s concern.

The Supreme Court had, in the context of
state governments not taking effective meas-
ures to protect public and private property
from being damaged by unruly mobs, consti-
tuted two committees, one headed by Justice
KTThomas and the other by F S Nariman, to
study the problem. The Thomas Committee
gave recommendations regarding the modal-
ities for preventive action and for providing
sharper teeth to inquiry/investigation. The
Nariman Committee made suggestions re-
garding the assessment of damages. These
were accepted by the Court which clearly said
that “the liability will be borne by the actual
perpetrators of the crime as well as the or-
ganisers of the event giving rise to the liabil-
ity” and that “exemplary damages may be
awarded”. Uttar Pradesh is perhaps the first
state to have shown the political will to pun-
ish those who vandalised property.

The agitation has thrown up some disturb-
ing questions. In UP, according to the police
chief, there was a conspiracy to create distur-
bance. If so, one would like to know its full
ramifications. Another senior police officer
said that the pattern of protests in the state
showed guerrilla tactics. The official version
that the police did not open fire, and the fact

that there have been deaths due to bullet in-
juries need to be reconciled. Reports about the
involvement of Popular Front of India (PFI) in
the agitation are a matter of grave concernand
require in-depth investigation. The Karnataka
home minister, speaking about the Mangaluru
violence, stated that the attack on police was
premeditated and the arson was orchestrated
by anti-social elements. It would appear that
the roots of the agitation go much deeper.
Resentment against CAA was perhaps the
proverbial last straw. But the movement has
since degenerated into a confrontation be-
tween the government and diverse elements
opposed toit.

The objections to the Citizenship Act are
generally unconvincing. Assam is the only
state which has reasons to feel aggrieved.
There is substance in the argument that the
Act contravenes Clause 6 of the Assam
Accord which guaranteed safeguards to “pro-
tect, preserve and promote the cultural, so-
cial, linguistic identity and heritage of the
Assamese people”. Reservations on the NRC
are understandable. While going ahead with
the CAA, the government would do well to
scrap the proposal to expand the NRC and
explore the possibility of settling refugees in
other states across the country which are
willing to and in a position to absorb them.

The writer was formerly Director General of
Police, Assam
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WHAT THE OTHERS SAY

Trump has increased the risk of a region-wide conflagration sucking in Iragq,
Syria and Israel. And he has normalised murder of high officials as a tool of
state policy, a precedent whose implications he himself might do well to ponder.

— THEGUARDIAN

Realism behind
the rhetoric

Both Trump and Khamenei are realists. There are
political constrains on them that limit the pressures
of afurther escalation of conflict between US and Iran

AS US PRESIDENT Donald Trump and the
“Supreme Leader” of Iran, Ayatollah Ali
Khamenei, raise the pitch of their rhetoric,
it is quite easy to underestimate the politi-
cal constraints on both leaders that limit the
pressures for an escalation.

Khamenei has promised “harsh revenge”
for the killing of Major General Qassem
Soleimani and Trump responded with the
threat to bomb 52 Iranian sites, including its
precious cultural heritage. While the world
gasped at Trump'’s threat, he insists that
nothing is off limits if Iran takes another
American life.

Khamenei certainly can’t afford to look
weakin the face of an unprecedented provo-
cation from Trump. He, however, would cer-
tainly not want to lose his head in trying to
save his political face. The Supreme Leader
will also have to factor in Trump’s unpre-
dictability. Barely 48 hours before Soleimani
was killed, Khamenei had dared Trump last
week by saying “you can’tdoadamn thing”.
Trump’s campaign of maximum pressure
has put Iran’s economy under great strain
and deepened domestic political discontent.
While the killing of Soleimani helps
Khamenei in the near term to close domes-
tic political ranks, a prolonged war with the
US could sharpen the Islamic Republic’s in-
ternal contradictions. For Trump, too, the
elimination of Soleimani has played well
with his political base. But pushing the con-
frontation too far carries huge risks for
Trump’s campaign to retain the White
House in the general elections later this year.
Like Khamenei, Trump would not want to
lose the crownin trying to win adistant war.

Is there some room, then, for de-escala-
tion? US Secretary of State Mike Pompeo has
repeatedly emphasised that the
Administration’s strategy is to establish de-
terrence against future threats to Americans
and that it is prepared for de-escalation.
Meanwhile, Trump has also sent signals of
reassurance to Khamenei by affirming that
his Administration has no interest in engi-
neering a “regime change” in Tehran.
Through the last few years of his presidency,
Trump has often talked about a potential
deal withIran’s clerics. And it was Khamenei
who spurned Trump’s offer of an uncondi-
tional dialogue as unacceptable amidst the
pressure of sanctions.

Until now, Khamenei had some success
in running a proxy war against the US buta
direct confrontation would be suicidal.
Triggering self-destruction can’t be a strat-
egy for Tehran. Despite all the talk of a “third
world war”,adirect military contest between
USandIranis loaded in America’s favour.

[ran’s leaders are also realists. Recall the
decision of Ayatollah Khomenei, the founder
of the Islamic Republic, to accept a ceasefire
in the prolonged and bloody war withIraqin
1988 amidst domestic difficulties. Iran’s de-
cision to stop fighting was also influenced

by the brutal use of chemical weapons by
Saddam Hussein and the accidental down-
ing of an Iranian airliner by US that killed
nearly 290 passengers. Khomeini was con-
vinced that the US was about to destroy his
clerical regime. Khomeini’s words on “drink-
ing the poison of peace” are very much part
of the Islamic Republic’s political lexicon.
More recently, Khamenei accepted quite a
humiliating set of terms in concluding a nu-
clear deal with the Obama Administration.
That Trump wants ever harder terms is an-
other story.

Tehran'’s first responses to the killing of
Soleimani have been measured. One, Iran
has resumed uranium enrichment as part
ofits step-by-step withdrawal from the 2015
nuclear agreement with the international
community inresponse to Trump’s decision
to tearitup. Second, it has gotits political al-
lies in Iraq to get the parliament in Baghdad
to pass aresolution demanding an end to US
military presence in Iraq.

The two moves ramp up pressure on US
allies and mobilise anti-Americanismin the
Middle East. The Europeans are deeply com-
mitted to the nuclear agreement. They are
eager to contribute to the de-escalation of
the current crisis if only to save the nuclear
deal. But Trump does not set much store by
America’s traditional alliances like NATO. He
did not bother to consult the allies in Europe
before taking out Soleimani.

The second move feedsinto the declared
long-term Iranian objective of driving
Americans out of the Gulf and brings us to
the ultimate irony of the present crisis. During
the 2016 campaign and since, Trump hasre-
peatedly affirmed that he would rather bring
the American troops home.

Unlike the security establishment in
Washington, Trump does not believe the US
needs a permanent military presence in the
Middle East in the name of “American global
leadership”. With the US emerging asama-
jor oil producer and exporter, energy secu-
rity is no longer a driving force for Trump.
For Trump, counter-terrorismis perhaps the
only credible reason to sustain a large mili-
tary footprint in the Middle East. That, ar-
guably, could also be achieved through off-
shore military presence.

Trump might not be averse to taking US
troops off the ground in the Middle East. But
he would like to do it on his own terms. In
responding to the non-binding resolutionin
theIraqi parliament, Trump threatened Iraq
with major sanctions if the US withdrawal
is not on friendly terms. Trump is also con-
scious that not everyone in Iraq wants
America to leave the country and cede it to
Iranian domination. The minorities in Iraq
— the Sunni and Kurdish communities — as
well as sections of the majority Shia see US
presence as critical in ensuring Iragi sover-
eignty vis a vis Iran.

Trump’s radical departure from the con-
ventional US thinking on the Middle Eastand
the deepening of many regional contradic-
tions make the current crisis very different
from those we have seen in the past. While
there is always the danger of miscalculation
by one or more of the actors, it would be un-
wise to assume they are irrational.

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

LETTERS TO THE EDITOR

WHOSE NATION?

THIS REFERS TO the editorial, ‘Tableaux
of exclusion’ (IE, January 6). The govern-
ment at the Centre is on the backfoot
especially in these “excluded states”.
And thatis why itis arguing that nation-
alism is under threat. Actually, it’s the
Sangh Parivar’s idea of nationalism that
is under threat. The Centre-state con-
frontation goes against federalism.
Anurag Ekka, Ranchi

(GRAINS OF TRUTH

THIS REFERS TO the article, ‘Lifting
growth, containing inflation’, (IE,
January 6). The foodgrain procurement
regime under the FCI requires reimag-
ination. The decentralised scheme,
wherein participating states procure
grains on behalf of the FCI for their proj-
ects, must be made more flexible. States
should be allowed to expand their pro-
curement basket, incentivise procure-
ment of pulses and millets.

Sudip Kumar Dey, Kolkata

THIS REFERS TO ‘Lifting growth, con-
taining Inflation’ (IE, January 6). There
is a need to address certain structural
issues such as de facto nationalisation
of the grain market, the open ended
procurement system and inefficient
management of inventory. Steps such
as scaling up of the National Warehouse
Receipt system, outsourcing stocking
operations to the private sector and re-
visiting the MSP policy could be some

LETTER OF THE
WEEK AWARD

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

issues to ponder upon.
Sarthak Sonwalkar, Ujjain

BJP 1N DELHI

THIS REFERS TO the report, ‘BJP to fight
Delhi polls in Modi name, CAA
agenda’(IE January 6). It is strange that
the BJP’s leaders in Delhi could not
reach a consensus over aCM candidate
for the assembly elections. If the elec-
tions to be fought under Narendra
Modi’s leadership, as announced by
Home Minister Amit Shah, do not re-
sult in a victory for the party, will it ac-
cept that the PM’s charisma is on the
wane?

Tarsem Singh, Mahilpur
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