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update the official database. This ‘jugaad’ or 
workaround brings back the same problems 
that afflicted BPL lists: political biases and 
corruption in beneficiary selection. Others 
have tried to hide behind ‘algorithms.’ These 
run on flawed and incomplete data-sets, and 
also end up with biased results.

India’s welfare delivery model stands at a 
crossroads today. The public debate on pov-
erty tends to centre on the poverty line and 
ways to measure it accurately. But we need 
to start paying more attention to how poor 
beneficiaries get identified. Even with a uni-
versally-agreed definition of poverty, gov-
ernments will still need granular data on 
household characteristics to be able to reach 
poor households. They will also need to find 
a way to update such data regularly, so that 
a household that escapes poverty is eased 
out of the social security net, while one that 
becomes poor is included.

Without a reliable and dynamic database, 
governments will find it hard to reach the 
poorest of households in need of state sup-
port. They will have to either rely on extra-
official agents to help identify the poorest 
lot, or devise quasi-universal schemes to cut 
down exclusion errors. After a decade of 
rapid progress in welfare delivery, India may 
be headed back to the pre-SECC era.

your caste (Scheduled Caste or general cate-
gory), your family may be automatically 
included or excluded from certain schemes.

In the pre-SECC era, welfare schemes 
were run on the basis of below-poverty-line 
(BPL) lists compiled by local authorities. 
Inclusion or exclusion from these lists was 
often influenced by local political activists 
who could get you enlisted if you paid the 
right price (a bribe). Hence, both inclusion 
errors (non-deserving households that 
became beneficiaries) and exclusion errors 
(poor households that could not become 
beneficiaries) were very high. While the 
Planning Commission would compute state-
level poverty numbers using a nationally 
representative survey conducted by the 
ministry of statistics and programme imple-
mentation (Mospi), the actual identification 
of beneficiaries in each state was based on 
controversial BPL lists.

The SECC was conducted jointly by the 
Union and state governments, and the rural 
data was published online during the early 
phase of the exercise. Greater transparency 
and a more vigilant set of officials ensured 
that the database was robust in comparison 
with the old BPL lists. To be sure, the SECC 
had its share of problems. But everyone in 
the policy ecosystem—politicians, bureau-

O
f every rupee spent in the name of 
the poor, only 15 paise goes to poor 
households, former Prime Minister 

Rajiv Gandhi once observed, drawing atten-
tion to widespread leakages in India’s wel-
fare programmes. The Indian state’s welfare 
delivery apparatus has improved a lot since 
then, much of it over the past decade. Even 
critics of Prime Minister Narendra Modi 
acknowledge his government’s ability to aim 
welfare spending towards the deserving.

How did the government learn to identify 
deserving beneficiaries better? The answer 
lies in a caste census conducted by the Man-
mohan Singh government. Almost all of the 
Modi government’s flagship welfare 
schemes derive their list of beneficiaries 
from the Socio-Economic Caste Census 
(SECC) conducted in 2011. Beyond caste, the 
SECC contains a vast trove of data on house-
hold earnings, assets and amenities. So, 
depending on the state of your house in 2011 
(for instance, whether it had a kuchcha or 
pucca wall), your occupational category, or 

economies. It was a classic case of dif-
fused accountability gone horribly 
wrong. The rig was operated by Transo-
cean, but it was drilling on behalf of BP, 
and a third company, Haliburton, was 
responsible for cementing the borewell. 
The involvement of multiple entities 
in various aspects of operations had 
blurred the lines of accountability and 
responsibility. Critical information on 
operational safety and equipment mal-
function were held in silos, some of it 
withheld in power games between the 
three companies. Further, regulatory 
bodies like the Minerals Management 
Services failed in their responsibility to 
enforce regulations, thus creating a 
culture where safety got short-shrift 
because accountability for it was 
spread over several companies and 
the regulator.

Similarly, on 2 December 1984, a cat-
astrophic gas leak occurred at Union 
Carbide India Ltd’s (UCIL) pesticide 
plant in Bhopal. The disaster released 
methyl isocyanate (MIC) gas into the 
air, exposing over 500,000 people to 
deadly gas. Responsibility in this case 
also had multiple layers. The plant was 
owned and operated by UCIL, which 
was an Indian company, but a majority 
stake in it was held by US-based Union 
Carbide. In the aftermath of the MIC gas 
disaster, both entities blamed each 
other for poor safety and maintenance 
standards. They even withheld the true 
nature of toxin exposure, which further 
delayed appropriate treatment for vic-
tims. Like in the Deepwater case, the 
regulator had failed, resulting in deaths 
and permanent impairment for tens of 
thousands of innocent people. And like 
almost every other disaster or financial 
scam (IL&FS or Satyam, for example), 
Bhopal too was a tragedy waiting to 
happen, as people working in the orga-
nization knew that they were skating on 
thin ice but the structure of diffused 
accountability enabled risks to worsen 
without being addressed by anyone.

Large organizations have a penchant 
for diffused accountability. Almost 

every major decision, ranging from the 
hiring of key personnel to operational-
izing strategic projects, are routinely 
decided by panels of leaders who have a 
lot of say in planning and implementa-
tion, but none of them seems to step up 
during failures. Diffused accountability 
can also lead to inaction on account of 
the ‘bystander effect’: critical tasks get 
ignored because everyone assumes 
someone else will take responsibility. 
Even auditors and regulatory watch-
dogs appear to wriggle out. As former 
US president John Kennedy remarked 
after America’s Bay of Pigs debacle, 
“Success has many fathers, but failure is 
an orphan.”

Organizations have to make a choice. 
If they believe that good governance is a 
prerequisite for sustainable growth, 
then they mustn’t allow unaccountable 
leadership or a coterie of sycophants to 
emerge. Thankfully, there are some 
exceptional examples of how leaders 
step up to the plate and accept account-
ability instead of shirking it.

Recall, for example, Starbucks CEO 
Kevin Johnson’s response to a racially 
charged incident in 2018, when he not 
only publicly apologized, but also shut 
down stores, insisting on employee 
education about racial biases. Or that of 
E. Sreedharan, Delhi’s ‘Metro Man’ who 
offered his resignation in 2007 after a 
section of a bridge collapsed, citing 
moral responsibility. Or the response of 
Admiral D.K. Joshi, a Navy chief who 
resigned, taking moral and personal 
responsibility for the sinking of the sub-
marine Sindhu Rakshak. Or of Major 
General Aharon Haliva, chief of the Isra-
eli military intelligence, who resigned 
over last October’s failure to anticipate 
Hamas attacks. These leaders—who 
weren’t personally responsible for these 
failures—set a culture of accountability 
by reinforcing the cardinal principle of 
leadership: that if it happens on your 
watch, you are responsible. It is an 
irony, however, that most leaders who 
preach accountability often fire blank 
rounds themselves.

D
eath by firing squad is a sentence 
usually meted out in the military 
for heinous crimes like murder 

or desertion. The condemned prisoner 
is tied to a post or stood against a wall. A 
group of five or more soldiers aim at 
him, and on command, fire their rifles 
simultaneously. Notably, one of the sol-
diers is randomly and anonymously 
given a rifle loaded with a blank round, 
thus allowing each one to find solace in 
the chance they weren’t personally 
responsible for taking a life. This idea 
of deliberate diffusion of accountability 
is used by several US states where exe-
cutions are done by lethal injection. 
There are two syringes and two buttons 
pressed by two different individuals 
simultaneously and a computer chooses 
which syringe is to be injected into the 
prisoner, thus absolving both execu-
tioners of absolute certainty of whose 
action caused the death. While the con-
cept may offer psychological comfort in 
macabre tasks such as executions, it also 
leads to ethical lapses and decision-
making failures in other circumstances, 
including in the day-to-day operations 
of businesses and governments.

On 20 April 2010, an oil rig off the 
Gulf of Mexico named Deepwater Hori-
zon had a massive blowout. The disaster 
killed 11 people and was considered one 
of the worst evr environmental catas-
trophes, causing severe damage to 
marine ecosystems and several regional 

Leaders must take responsibility for what happens on their watch instead of trying to pass the buck

RAGHU RAMAN
is former CEO of the National Intelligence 

Grid, distinguished fellow at Observer 

Research Foundation and author of 

‘Everyman’s War’.

India needs a reliable database for its welfare schemes
PRAMIT BHATTACHARYA

T
he Reserve Bank of India’s (RBI) 
working paper, Equity Markets and 
Monetary Policy Surprises, March 
2024, is yet another attempt to 
make sense of the unfathomable 
ways of equity markets. This time, 

from the perspective of monetary policy; in 
particular, market expectations of the future 
path of policy and the impact of central bank 
communication and surprises on markets. Over 
the years, economists, financial wizards and 
others have tried to explain why stock markets 
behave the way they do. With limited success, 
or worse. We have a range of theories, from the 
Efficient Market Hypothesis and Random Walk 
Theory to Modern Portfolio Theory, Capital 
Asset Pricing Model and the Arbitrage Pricing 
Theory, among others. Unfortunately, not one 
of these theories—some of which even won 
their theorists Nobel prizes—has stood the test 
of time. Markets, almost invariably, seem to 
have the last laugh. What can possibly explain 
the dizzying speed at which markets—whether 
in India or the US—have run up in the post-
covid years, a period marked by a global slow-
down in economic growth? Remember, India’s 
quarterly GDP contracted by nearly 24% in the 
first quarter of 2020-21, while the US was 
expected to tip into recession.

Sure, both economies have recorded sterling 
recoveries since, with the US appearing to defy 
attempts of the US Federal Reserve to slow it 
down. And India is expected to be one of the 
world’s fastest growing major economies, even 
as China struggles to regain its eminence as an 
engine of growth. But that alone does not quite 
explain why the S&P BSE Sensex was up 68% in 
covid year 2020-21 (it is up 25% in the period 
from 1 March 2022 to 26 April 2024). One can 

point to surplus liquidity, thanks to quantitative 
easing by central banks trying to tackle the pan-
demic’s fallout. Never mind that they have 
shifted to quantitative tightening, starting some 
two years ago. But can liquidity alone explain 
markets? Sadly, no. Which is why RBI’s new 
working paper is a welcome addition to the lit-
erature on this subject. It is true that “financial 
markets tend to react instantaneously with the 
release of new information and market prices 
reflect expectations about future economic and 
monetary developments.” It is also true that 
market participants “typically extract informa-
tion from the central bank’s monetary policy 
communication.” Further, their reactions are 
coloured by whether policy actions were antici-
pated and incorporated into their decisions 
or not, with unanticipated changes more likely 
to impact markets. Using data on overnight 
indexed swaps, an interest-rate swap whose 
floating leg is linked to an overnight index, 
compounded every day over the payment 
period, the study concludes that “equity returns 
on policy announcement days are impacted 
only by the market’s expectations of the future 
monetary policy trajectory.” Also, volatility in 
equity prices is affected by the surprise element 
of monetary policy and central bank messaging. 
Overall, equity markets are affected more by 
changes in market expectations of future mone-
tary policy than by policy rate surprises.

Whether all this leaves us any wiser in our 
grasp of equity markets remains to be seen. For 
now, the party seems endless. Sure, we’ve seen 
corrections from time to time. But as Citi-
group’s former CEO Chuck Prince once put it, 
“As long as the music is playing, you’ve got to 
get up and dance.” Dance, many surely will. 
But don’t bet on an endless party.

Making sense of equity 
markets is a challenge

A recent RBI working paper is a welcome addition to the literature on this subject even if it 

doesn’t explain markets entirely. It’s not an easy task, as a review of Nobel wins can testify
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In recent weeks Congress
leaders have openly

talked of lending outside
support to a coalition of
regional parties if such an
alliance forms the next
government.

On Tuesday, Digvijay
Singh of the Congress said
supporting coalitions from
the outside has proved un-
workable.

Jostling and jockeying to
prevent rivals from forming
a government or attempt-
ing to form one by solicit-
ing support is part and par-
cel of democratic politics.

Two questions should
strike any democrat: Is pre-
venting the single-largest
party from forming a gov-
ernment a denial of the
majority will? Two, isn’t it
elitist to decide what is best
for citizens after they’ve
voted?

These are not empty, ac-
ademic questions but are
intimately linked to stabili-
ty. Recently, a party that
did not enjoy a majority in
the Delhi legislature—the
Aam Aadmi Party—formed
the government. It lasted
49 days. Union govern-
ments cobbled like this
have survived longer but
none for five years.

QUICK EDIT

Outside
support

PWC FINDINGS

MCX reveals
audit report
on FTIL ties

BY ANIRUDH LASKAR

anirudh.l@livemint.com
·························
MUMBAI

Multi Commodity Ex-
change of India Ltd
(MCX) on Tuesday

gave in to demands by poten-
tial investors and released the
findings of a special audit con-
ducted on it by Pricewater-
houseCoopers (PwC) that
raised questions around so-
called related party transac-
tions and questioned whether
dealings between the exchange
and its parent Financial Tech-
nologies India Ltd (FTIL) had
been conducted at “arm’s
length”.

The move came shortly after
FTIL, which holds a 26% stake
in MCX, said it had not seen
the report, sought to distance
itself from it, and threatened
legal action against MCX and
PwC.

Relations between MCX and
its parent have been on a
downslide following a payment
crisis at National Spot Ex-
change Ltd (NSEL), also pro-
moted by FTIL, that resulted in
regulatory strictures against
the group’s founder Jignesh
Shah running any exchange,
and left MCX with a new board.

FTIL is currently in the proc-
ess of selling a 24% stake in
MCX following a 17 December
order from the Forward Mar-
kets Commission (FMC),
which declared FTIL unfit to
run any exchange. The order
followed a probe into the
`5,574.34 crore payment crisis
at NSEL, in which FTIL holds a
99.99% stake.

Investors who evinced inter-
est in buying the stake in MCX
had asked that the findings of

the PwC special audit be made
public on grounds that it con-
tained potentially price-sensi-
tive information.

MCX released the report late
on Tuesday, adding a disclaim-
er that it neither agreed nor
disagreed with its findings and
did not take responsibility for
its content.

PwC, which carried out a fo-
rensic investigation on certain
areas of MCX’s business under
an order by FMC, found that
MCX operations remained sig-
nificantly dependent on FTIL
and its group companies.

“... it appears that MCX con-
tinued to operate with close
participation from FTIL’s man-
agement subsequent to the
listing as well,” said the report,
adding that FTIL participated
in various areas of the vendor
management process, from se-
lection of vendors to finaliza-
tion of contracts and approval
of invoices and payments.

In a statement that was sent
out before the PwC report was
made public, FTIL said it had
“neither received PwC report
nor PwC have consulted or
sought clarification on the re-
port prepared by PwC”.

“We deny strongly the con-
venient reports appearing on
the media on the findings of
the special audit done by PwC
on MCX,” the statement said,
adding that it would take legal
action against MCX and PwC
for “painting a wrong picture in
its audit report”.

In its statement, FTIL stated
that no transaction with MCX
had violated any legal provi-
sions of corporate law or taxa-
tion.

The report disclosed that
MCX and Financial Technolo-
gies (FT) group had about 235
related parties and around 676
additional entities either di-
rectly or indirectly related to
MCX or the Financial Technol-
ogies group, FTIL’s key man-
agement personnel or their im-
mediate family members by
virtue of being common direc-
tors or shareholders.

The report said that out of
the 676 related parties, five
were recipients of funds worth
at least `18.34 crore from
MCX.

According to the PwC report,
the terms and conditions and
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Audit finds MCX still
dependent on Financial
Technologies, raises
questions on related
party transactions

Airtel profit
jumps 89% on
data plans,
less freebies

BY SHAUVIK GHOSH

shauvik.g@livemint.com
·························
NEW DELHI

Bharti Airtel Ltd’s fourth-
quarter profit surged 89%,

the company’s second straight
gain in quarterly profit after al-
most four years of declining
growth, as the nation’s biggest
mobile phone company with-
drew some discounts and sub-
scribers spent more on data
plans to access the Internet
from their smartphones.

Net profit, including those of
its units, rose to `962 crore in
the three months ended 31
March from `509 crore in the
year-earlier period, the com-
pany said on Tuesday. Profit
was also boosted by initiatives
to save costs. Bharti Airtel
posted its first quarterly profit
gain after 15 consecutive quar-
ters of declines in the three
months ended 31 December.

Bharti Airtel and its closest
rivals such as Vodafone India
Ltd and Idea Cellular Ltd have
cut down on discounts and
free talk-time offers as competi-
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THE FINAL STRETCH

Narendra Modi 
(Bharatiya Janata Party)

Vadodara
(Gujarat)

Sonia Gandhi
(Congress)

Rae Bareli
(Uttar Pradesh)

Sharad Yadav 
Janata Dal (United) 

Madhepura
(Bihar)

Rajnath Singh
(Bharatiya Janata Party)

Lucknow
(Uttar Pradesh)

Arun Jaitley 
(Bharatiya Janata Party)

Amritsar 
(Punjab)

Source:  Election Commission

KEY SEATS AND CONTESTANTS 

Over 139 million voters in seven states and two Union territories are eligible to turn out on 
Wednesday to elect 89 members of the Lok Sabha in the seventh phase of the 16th 
general election. Candidates in the fray include Narendra Modi, the prime ministerial 
nominee of the Bharatiya Janata Party (BJP), Congress president Sonia Gandhi, the BJP’s 
Arun Jaitley, leader of the opposition in the Rajya Sabha, and BJP president Rajnath Singh. 
All the Lok Sabha seats in Gujarat and Punjab will be decided on Wednesday. The other 
states going to the polls are Uttar Pradesh, Bihar, West Bengal and Andhra Pradesh. 

Gujarat

26
Bihar  

7

Andhra 
Pradesh 

17

Dadra and 
Nagar Haveli

1

Daman and Diu

1

West Bengal

9

Jammu and 
Kashmir

1
PHASE-7 

89TOTAL
SEATS

Punjab

13

Uttar 
Pradesh 

14

BY RAGHURAM RAJAN

Project Syndicate
·························

As the world struggles to
recover from the global

economic crisis, the uncon-
ventional monetary policies
that many advanced countries
adopted in its wake seem to
have gained widespread ac-
ceptance. In those economies,
however, where debt over-
hangs, policy is uncertain, or
the need for structural reform
constrains domestic demand,
there is a legitimate question

as to
whether
these poli-

cies’ domestic benefits have
offset their damaging spillo-
vers to other economies.

More problematic, the dis-
regard for spillovers could put
the global economy on a dan-
gerous path of unconventional
monetary tit for tat. To ensure
stable and sustainable eco-
nomic growth, world leaders
must re-examine the interna-
tional rules of the monetary
game, with advanced and
emerging economies alike
adopting more mutually bene-
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Containing
competitive
monetary
easing
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MADHEPURA/JHANJHARPUR

There is a saying in Madhep-
ura: “Rome Pope ka, Mad-

hepura gope ka (Rome belongs
to the Pope, Madhepura be-
longs to the Yadavs).” Since
1967, Madhepura has proved
this adage correct by reposing
its faith in politics of social
identity, voting for Yadav can-
didates in election after elec-
tion.

The trend seems set to be ex-
tended this time. But not in fa-
vour of the incumbent, Sharad
Yadav of the Janata Dal (Unit-
ed), or JD(U). Instead, the odds
favour Pappu Yadav of the Lalu
Prasad-led Rashtriya Janata
Dal (RJD).

Implicit in this fight is the
narrative of the ongoing elec-
tion in Bihar, defined, unlike in
other parts of the country, al-
most entirely on the basis of
social identity.

While the lead actors in the
political narrative have been
redefined, the faultlines re-
main unaltered—albeit rede-
fined after a realignment of
castes.

Eight months ago, the script
read differently with the alli-

ance of the ruling JD(U) with
the Bharatiya Janata Party
(BJP) still intact—it ended up
forging a formidable caste
combination of upper castes,
backward classes and the bot-
tom of the caste pyramid, the
Mahadalits. It provided the po-
litical backbone upon which
Bihar’s two-term chief minister
Nitish Kumar scripted his now

famous development story.
The political divorce be-

tween the JD(U) and the BJP
virtually rebooted the state’s
politics, coincidentally at a
time when anti-incumbency
had begun to creep up on Ku-
mar’s nine-year regime. The
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GROWING POLARIZATION

Bihar still votes on lines of
identity even as faces change

COLUMN

Ground reality: Small trader Lallan Kumar Yadav voted for JD(U) in
the 2010 assembly elections but says he is now going back to his
‘original’ party, Lalu Prasad’s RJD.
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based deprivation rankings were far closer 
to deprivation rankings based on the 
National Family Health Survey (NFHS) 
2015-16, even though the NFHS and census 
were conducted five years apart. Govern-
ment officials fear that SECC 2.0 could end 
up being much less accurate than SECC 1.0.

While the Union govern-
ment has dragged its feet 
on updating its main wel-
fare database, state govern-
ments have gone ahead 
with their own socio-eco-
nomic (and caste) surveys. 
They are facing their own 
share of problems. Within a 
few years, their databases 
become unreliable, and it 
gets difficult to identify 
deserving beneficiaries 
solely on the basis of their 
surveys. Attempts at using 
administrative data-sets to 

update the beneficiary databases haven’t 
been successful, according to a policy con-
sultant advising state governments. 

Some state governments have turned to 
party activists to help fill the gaps in their 
beneficiary database. These booth-level 
workers run quick-and-dirty surveys to 

crats and policy wonks—agreed that the 
SECC database was a huge improvement 
over the old system based on problematic 
BPL lists. No wonder then that SECC-based 
welfare schemes have been more popular 
than their leaky predecessors. 

However, the very success of the SECC 
has created hurdles in 
updating the database. Any 
attempt at updating it 
might lead respondents to 
overstate their deprivation 
levels now. Government 
officials are not sure they 
will be able to collect accu-
rate data on the same 
parameters as before. This 
is one reason (apart from 
the postponement of the 
2021 census) why the gov-
ernment has continued to 
use out-of-date SECC 
numbers even in 2024.

Even in 2011, the SECC may have over-
stated deprivation levels to some extent. A 
Mint analysis (‘The targeting challenge in 
India’s welfare programs’, 8 May 2019) 
showed that the 2011 census and SECC pro-
duced very different rankings of districts 
based on asset deprivation. The census-

Official schemes 

are much better 

aimed now but 

we need fresh 

socio-economic 

data to identify 

the poorest

Diffused accountability sets the 
stage for organizational failure

MINT METRIC
by Bibek Debroy 

A Belgian man has auto brewery disease.

The cops never left him at ease.

Accused of driving with drink

He was driven to the brink,

Until the court listened to his pleas.
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O
n 21 April, The Hindu carried an 
opinion piece on the decline 
in household savings in India 
(bit.ly/3xPFX0R). There are 
several aspects to this. One is 
whether households are reducing 

their savings in absolute rupee terms. Is it declining 
as a proportion of gross domestic product (GDP)? 
If households are not drawing down their overall 
savings, but are adding to it slower than before, 
what are they doing with the money? Is it a sign of 
financial distress? What are the macroeconomic 
implications of it?

India’s household savings rate has declined 
from 22.7% of GDP in 2020-21 to 18.4% in 2022-23. 
The 73-year average rate is 14.8%. The post-1991 
average is 20.5%. The new millennium’s average 
is 21.5%. The savings-rate decline happened in the 
two years after the pandemic shock, which caused 
economic activity to contract in 2020-21. 

Has this happened before?
Between 2004 and 2008, an economic-boom 

period that had neither a shock like the pandemic, 
nor balance-sheet problems at banks, non-banks 
and corporations, and when employment and 
household incomes had supposedly surged, India’s 
household savings rate dropped from 23.6% of 
GDP in March 2004 to 20.6% in March 2008. The 
private corporate savings rate shot up from 4.3% to 
12.2% during this period. Back then, the corporate 
sector was raking it in, as households spent more 
and saved less. So, what we are witnessing is not a 
new phenomenon and has been seen before, even 
when there was no major shock to contend with.

Now, let us look at household savings in absolute 
rupee terms. Between 2018-19 (pre-pandemic) and 
2022-23, household net financial savings have 
declined from ₹14.92 trillion to ₹14.16 trillion 
because households’ financial liabilities doubled. 
In rupee terms, the rise in financial liabilities was 
₹7.86 trillion. But the physical savings of house-
holds in this period (including gold and silver orna-
ments) increased from ₹23.52 trillion to ₹35.47 tril-
lion, an increase of ₹11.95 trillion. Thus, the rise in 
households’ physical savings has far outstripped 
the decline in financial savings—so much so that 
their overall household savings went up from 
₹38.45 trillion to ₹49.63 trillion.

The picture is the same if we narrow our lens to 
2020-21 and 2022-23, a period that includes the 
pandemic years. Households’ net financial savings 
declined from ₹23.3 trillion to ₹14.16 trillion. But 
physical savings rose significantly to ₹35.47 trillion 
in 2022-23 from ₹21.76 trillion in 2020-21. So, 
overall household savings have gone up by nearly 
₹4.6 trillion. It is clear that household savings have 
not declined; they have shifted a lot more towards 
physical savings.

Peer closely and one notices that households’ 
financial savings jumped by ₹8.37 trillion between 

2018-19 and 2020-21. In the same period, house-
holds’ physical savings dropped ₹1.76 trillion, for 
a net swing of ₹10.1 trillion in favour of financial 
savings. In the next two years, households did the 
opposite with a vengeance. Their financial savings 
declined by ₹9.13 trillion, and physical savings 
increased by ₹13.71 trillion. The volatility over the 
last four years, which included the covid phase, 
should settle down in the coming years.

Between 2004 and 2008, household savings—
both physical and financial—rose in rupee terms, 
no doubt. But the household savings rate (share of 
GDP) dropped nearly three percentage points 
between March 2004 and March 2008. Further-
more, their share in the gross savings of the econ-
omy plunged. Household financial savings/gross 
savings of the economy cratered from 37.9% to 
24.3%, a drop of 13.6 percentage points. Physical 
savings of households/gross national savings 
dropped from 41.7% to 30.2%. So, as a result, 
household share of overall gross savings in the 
economy dropped a whopping 25 percentage 
points from 79.6% to 54.5% in the period 2003-04 
to 2007-08. In contrast, the private corporate sec-
tor’s share of gross savings climbed nearly 18 per-
centage points, from 14.5% to 32.3%. The private 
corporate sector gained significantly more than 
households during the economic boom of that era.

Is the household sector in distress now, having 
had to withstand the effects of balance-sheet prob-
lems in the financial sector (banks and non-banks) 
as well as the corporate sector in the second decade 
of the century followed by the impact of a once-in-
a-century pandemic in the early 2020s?

A major public-sector bank notes that the 

default rate on loans of less than ₹1 lakh made 
mainly to those with salary accounts is less than 1% 
(0.99%, to be precise). The National Bank for Agri-
culture and Rural Development tracks the default 
rates of self-help-group loans annually. Non-per-
forming assets among loans to self-help groups 
(below poverty line) have declined from 4.73% in 
2020-21 to 2.79% in 2022-23.

Among microfinance institutions, portfolio-at-
risk, or PAR 31-90 (denoting repayment overdue 
for 31-90 days), was 1.1% in December 2023. Its 
recent peak was 6.7% in September 2021. PAR 
91-180 is 0.9%. Its recent peak was 3.9% in March 
2021. PAR 180-plus is 7.3%, and its recent peak was 
10% in September 2022. It has been falling since.

What about macroeconomic consequences? 
Households’ lower financial savings in the last two 
years have not leaked outside the economy. India’s 
current account deficit has been trending lower. 
The trailing four-quarter current account deficit to 
GDP ratio decreased from 1.98% in March 2023 to 
0.93% in December 2023.

In sum, the hysteria being whipped up about a 
decline in household savings appears excessive, 
especially considering that the fall was more pre-
cipitous in the boom period of 2003-2008, when 
there was a big rise in private corporate savings.

With strong private as well as banking sector 
balance sheets, private sector capital formation is 
picking up. The manufacturing sector has begun 
to hire in large numbers, as evident in the RBI-
KLEMS data for 2021-22. With household employ-
ment and income growth in the coming years, we 
can expect household financial saving rates and 
absolute amounts to increase.

There’s much ado about a decline 
in India’s household savings rate 

It shouldn’t worry us as the money is merely shifting to other assets and isn’t as stark a phenomenon as some critics suggest
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I
t’s easy to understand why the US Cham-
ber of Commerce is so upset about the 
Federal Trade Commission (FTC) deci-

sion to ban non-compete agreements. The 
problem for businesses is not that they will 
lose trade secrets or valuable investments 
in workers to competitors. It’s that they just 
lost bargaining power to workers—and 
that’s exactly what the FTC intended.

Despite the common perception that 
non-compete clauses are relevant only for 
employees with access to critical trade 
secrets, the reality is that they are often 
imposed across various industries on a 
wide spectrum of workers, many of whom 
do not handle any sensitive information. 
It’s also the case that most hiring in the US 
involves people leaving one job for 
another, a critical factor shaping labour 
market dynamics. To see why non-com-
pete deals matter, it’s important to under-
stand the value of the right to quit one job 
and take another. The question is: Who 
should hold that right?

When parties can negotiate without cost 
and rights are clearly defined, noted the 
Nobel laureate Ronald Coase, they will 
reach agreements that result in efficient 
outcomes. The FTC’s ban shifts the bar-
gaining power from employers to workers: 
Employers must make more competitive 
counteroffers to retain talent.

Previously, if you were governed by a 
non-compete agreement, you could pay 
your employer to let you out of it. Now, 
according to Coase’s theory, even though 
the number of workers switching jobs 
might not change, the ban will have a dis-
tributional effect: Workers with more bar-
gaining power could get higher wages.

But wouldn’t workers simply have nego-
tiated higher wages to compensate them 
for signing non-compete agreements in 
the first place? If this is true, then a ban on 
them would have little effect on wages. The 
evidence suggests that most workers don’t 
have such negotiations and many sign such 
clauses without realizing that they may not 
even be legally enforceable.

Workers often face significant challen-
ges in negotiating terms, especially when 
they lack information about their options 
and the job market. The process of under-
standing and negotiating non-compete 
agreements can be daunting without legal 
assistance, leading to a negotiation that is 
cheaper for—and favours—employers.

Moreover, non-compete clauses exploit 
behavioural biases that lead workers to 
underestimate their future cost. Some 
workers are shown that cause only after 
they say they’re set to leave. In comments 

received by the FTC, many workers noted 
that they weren’t aware of such clauses 
until the last minute.

These arguments imply that banning 
non-compete clauses might be important 
not just for higher wages, but for greater 
labour competition as workers become 
more mobile and make more job transi-
tions. Research suggests such agreements 
can restrict economic activity and personal 
career growth. And it’s not just labour mar-
ket competition that suffers. By restricting 
labour supply, existing businesses can pre-
vent new rivals from entering their mar-
kets and driving down prices.

Non-compete-clause supporters argue 
that they are necessary to protect business 
secrets and justify investments in 
employee training. But existing laws 
already protect confidential information. 
And businesses can adopt alternative strat-
egies such as training-repayment deals, 
which are more directly tied to the specific 
investments made in employees. Coase’s 
work shows no difference in these out-
comes if payments are made to retain 
workers, as businesses can offer to pay 
workers not to take jobs with competitors.

The FTC’s ban on non-compete agree-
ments will help enhance labour market 
efficiency and economic growth. The US 
needs a competitive economy to stay 
strong in the global marketplace. And that 
requires workers who are able to take their 
skills where they are most valued—and 
new businesses that have access to the full 
talent of the US labor force.

In most other advanced economies, 
workers have rights to keep a job. The US, 
however, does not require employers to 
give reasons for terminating jobs, provide 
performance-improvement plans before 
such terminations, or offer a sufficient paid 
notice period before it is done.

The argument against those policies is 
that they would make it hard for the US to 
have a dynamic labour market. But the 
same logic applies to non-compete agree-
ments: If it should be easy for employers to 
fire workers, then it should also be easy for 
employees to quit. And that requires US 
workers to have the right to take a better 
job. By allowing workers to move freely to 
roles where they are most valued, the FTC 
is fostering a competitive and fair labour 
market. ©BLOOMBERG

FTC non-compete-clause ban  
is a victory for the US economy

Workers must be free to take their skills where they’re valued more

Labour market dynamism is better served 

if switching jobs is easy ISTOCKPHOTO
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fresh graduates, especially in India, where 
we have far more engineers graduating each 
year than there is demand for. This has 
granted Indian IT services firms the luxury 
of paying abysmally low wages, but at some 
point, these businesses need to realize that 
they get what they pay for. At current wages, 
what they get is a bunch of young employees 
who, though armed with shiny new degrees, 
need prolonged training before they can be 
of any use to clients.

Drawing lessons from economics, it is 
clear that this disparity could widen without 
strategic interventions, affecting not just 
individual companies, but the broader eco-
nomic landscape. Bridging this gap is essen-
tial for fostering a competitive and inclusive 
AI market. The hope is that IT service com-
panies can form strategic alliances with AI 
leaders to gain access to advanced technolo-
gies and expertise. Partnerships for the 
development of specific AI applications or 
research-sharing will probably help.

Enhancing the skills and knowledge base 
of existing employees through continuous AI 
training and machine learning can improve 
the capacity of IT service companies to com-
pete on a more equal footing. As the field 
evolves, so must the strategies of companies 
looking to stay relevant in the AI era.

nomics for their analyses of markets with 
asymmetric information. In their view, such 
asymmetries can lead to adverse selection, 
moral hazard and market inefficiencies. As 
the chief buy-side negotiator for global cli-
ents seeking to dole out billion-dollar con-
tracts to these service providers, I made a liv-
ing straightening out such asymmetries for 
many years. Back then, IT firms with special-
ized knowledge could withhold information 
from buyers, leading to an unfairly negoti-
ated deal that benefited the service provider. 
With a specialized sourcing negotiator on 
the buyer’s side (who has been a service pro-
vider before), the client would no longer be 
at a disadvantage.

In today’s context, firms like Microsoft, 
OpenAI and Google have amassed vast data-
sets and advanced algorithms, bolstered by 
substantial R&D budgets and strategic part-
nerships. Their rapid progress in developing 
GenAI, machine learning models and neural 
networks is already well-documented.

Conversely, despite their formidable tech 
prowess and client networks, traditional IT 
service companies need help in accessing 
cutting-edge AI technologies and methodol-
ogies. This gap is not just technological. 
There is also a knowledge gap. And so an 
information asymmetry now exists between 

A
s earnings announcements from 
Indian and other information tech-
nology (IT) service providers have 

been making headlines, people who have 
seen their dismal figures have been asking 
me why generative artificial intelligence 
(GenAI) companies seem like an existential 
threat to Indian IT services firms. It’s simple. 
They ‘know’ more.

Along with OpenAI, giants like Google, 
Meta and Microsoft lead the AI development 
race and thus shape the discourse and access 
to these technologies. This starkly contrasts 
with traditional IT service companies such 
as IBM, Infosys and Wipro, which appear to 
be playing catch-up. This information asym-
metry has significant implications and is 
highlighted by classic economic theories.

Information asymmetry occurs when one 
party in a transaction has more or superior 
information than another. This concept was 
vividly captured in seminal work by George 
Akerlof, Michael Spence and Joseph Stiglitz, 
who shared the 2001 Nobel Prize in Eco-

Can IT service firms close their gap with GenAI rivals?
SIDDHARTH PAI

is co-founder of Siana Capital, a 

venture fund manager.

grammers, i.e., who integrated their systems 
into their clients’ technology portfolio.

Separately, with superior AI capabilities, 
companies like Microsoft can offer more 
advanced solutions to clients, attracting 
business that might have gone to traditional 
IT service providers. I would not be sur-

prised to see a Google or an 
OpenAI consulting arm 
bloom. This would consoli-
date power and market 
share among firms leading 
the AI revolution. As a 
result, investors are more 
likely to place their bets on 
companies at the cutting 
edge, exacerbating the dis-
parity between AI innova-
tors and traditional IT ser-
vice providers. The effect of 
information asymmetry 
can already be seen in their 
diverging valuations.

There is also a stark difference in the 
attraction of talent. Top AI researchers and 
engineers are more inclined to work with 
companies at the cutting edge. This often 
means choosing companies like OpenAI or 
Google over traditional IT firms. Meanwhile, 
most low-cost service providers look to hire 

these two types of IT firms. The pioneers of 
AI operate in a milieu where the latest break-
throughs, be they in natural language pro-
cessing or robotics, are part of their internal 
discourse well before they reach the broader 
market (including IT service providers).

This asymmetry can skew the innovation 
capabilities of IT service 
companies. Let’s not forget 
that the latter often rely on 
established technologies. 
An SAP or Oracle creates a 
software product such as 
Enterprise Resource Plan-
ning (ERP), and a Wipro or 
an Infosys provides the 
services needed to inte-
grate and maintain it. Now 
companies like Google or 
OpenAI are creating new 
technologies, positioning 
themselves at the forefront 
of innovation and defining 
the direction of the AI market. The differ-
ence between those ERP solution providers 
and GenAI providers is that at the end of the 
tech integration, they need little mainte-
nance from service providers going forward. 
Like the praying mantis, they would likely 
devour their mate—the IT services pro-

Indian IT service 

providers must  

strive to reduce 

information 

asymmetry 

vis-a-vis GenAI 

companies



We had lunch in the
resort restaurant
during a vacation

to Thailand a few months
back. There was a slight
drizzle as we walked along
a narrow walkway hemmed
in by walls and tastefully
planted beds of flowers,
vines and shrubs.
I remember a late evening
in our beach resort in Bali
a few years back. The day
after our arrival was Nyepi
Day, a public holiday. It is
a day of silence, fasting
and meditation. No lights
are lit in the evening. It is
believed that spirits roam in
the evening on this day.
Any loud sound or bright
light may attract them to
come down to explore and
some of them may cause
harm. 
We had walked to the resort
restaurant along walkways
at the back, which were lit
up with muted lamps
placed along the path to
guide the guests. Even the
lighting in the restaurant
was subdued. We were also
caught up in the spirit of the
local folklore and walked
silently along the dimly lit
narrow path, surrounded by
flowers, vines and shrubs,

apprehensive of catching
the fancy of an evil spirit.
A few decades back, I was
in Japan for a study tour.
There was a public holiday,
which was celebrated as
the day of the ancestors.
Groups of people were out
dancing on the streets,
moving from one house to
the other. Each household
had set up a table in the
front, loaded with beer and
other alcohol and savouries
to be partaken by the danc-
ing people. I also joined the
celebrations.
We have a fortnight-long
annual ritual, called Pitru
Paksha, to honour our

ancestors.  Prayers are
offered, followed by meals
specially prepared. What
surprises me, though, is
the fact that these 15 days,
in honour of our ancestors
are considered inauspicious
for any new purchases, or
any other auspicious work,
even though we are because
they were.
A very close Parsi friend
passed away a few years
back. The family invited us
for a celebration of her life
a few days later. There was
laughter all around as we all
recounted the happy times
that we had spent with the
lady over drinks and food.

The gracious hostess, her
daughter, had prepared a
special Parsi-style chicken
dish, which had been both
a speciality and a favourite
of the departed soul.
We also have the thirteenth-
day ceremony in our Hindu
religion which is formally
the close of the mourning
period. Guests are intimat-
ed to join prayers and then
partake of our special food
prepared for the occasion.
Though sometimes teary-
eyed, everyone remembers
the time spent with the
person who has joined the
supreme being.
Why mourn death, which is
only the passing away to
another life? When my time
comes, I hope my near and
dear ones remember me,
not for my beliefs, but for
the happiness that I gave
them.
A life led to spreading hap-
piness all around is to be
celebrated. Thomas
Campbell rightly said, “To
live in hearts we leave
behind is not to die!”
(The author is an electrical

engineer with the Indian
Railways and conducts

classes in creative writing;
views are personal)

�������	
��
����
���	������	���	���	����	�����������	�����������	��
�����	�������
	���
�����
	���	
��	����������	����	��
��	����	��������
��	��	�
�	�������	���
����	����
���������	�����
���	���	���������	������
	��	
��	���
���	���������
�	 ��	��	
��	���


��������
	����
�	��	
��	���
���	
��
����
	��	
��	��
��������	!���	!�
���	�
�	��������	�������
��	�	�����
�	��	���
���	�������	����	�
����	
�������	
�	��������	�����
���	�������	
�	������
��	��������	���	�����������
�	"��	��������	�
��
����	�����
�����	�!���	
�	�
�	�������
�
�	
�	�����	���	#��
����
	$����	���	����	�
	�	��

��������	���	�����
���	�������
����
��
����
��	
���	��������
���	
��	��
��
����"����
��������	
��	�������
	��	
��	
��
����
	���
����	�������	��	�	���%	��	����
�
�	!�
�	
��	������	���������	
��	����	��	��
�����	��!���
��%�	������	&������	���	'����������	
�����(��������	�����������	�����	�
�	�������

��
�	���	 ����
	 �����	 ��	 
��	�����������	��	$����	!����	 ���	 
�	 
��	����
���	��	�
���

��
����
���	�
�
���	�������	
��	��������	!���	�
��	����	�������	���
����	!����	���

������
��	��	�
�	
�������	)�������	���������������

���	���%	��	������
���
���	��������
�	��������	��	����
��������
���	���	�������
����	���������	���
���	������
���	��������
	�������
�	
�	������
	��������
��	���
��
&��������	
��	��������	������	��������	���
��������	!�
�
&������	���	'����������	����	��������
	������	��

��	����	���	������	�

��%�	��	���	������
�	�������
����	������������	�����
��
���	���	������
	
�	��������

������	��	��
�����	��
���	����	����	������
��
	�����
������	���	�������	������
�	��
���������
�	
"��	$�����	����	��������	��	
��	������	*������	����

��	���	����	�	���������	
����	��	
��	
��
����
�	"��
$����	+�����	,#������	-�!���.	$�
	,$+#-$.�	����
�

��	��	/012	�����
	
��	
���	3����	4����������	��	�	����
��
	����
��
	
��
	
��	������	����	������
�

�!	*������	��������
�	�

���
	
�	�
���	
���	��	
����	����
�	���	�����
��	�
	��	���	��	
��
���
	��������	$�
�	��	
��	������	���	�
����	��
!���	
��	���
����	����!���	���	
��

��
����
���	�������	������
���	
��	$+#-$	��	��������	�����	��	5/	���
���
�	������	����

��
����
���	�
�
��	���	���
�����	��	/6	���
���
��	"��	������
���	���	�������
��	��	�����
���	������	���������	!���������	�����

	��	����
�����	��	�������
���	�������	
����	����
�����������
	!�
�	
��	����
����	��������	"��	��
��
	�������
�
���	���	����	��	&�������
���������	&�������	!����	��������	�����	��	&��	5	���
	����	!���	����	
�����	������
�������	!�
�	
��	�
����	��7���
�	&��
��	����	��������	������
�	���	7��	���	�����
���
8��
���	9����

�����	�����	�������������	
���	����	���	��
	����	�����	��
����
��	��
�	
��
�����
�����	
�
	����	����	����	��������
	������	��������
���	�������	�������
���
����	!�����	!��	������
	
��	������	:�����	��
�����	�
����	���	��������	�����������	����
����	��
	����	�����������	"��	���%	��	���������	��������	
�	����������	
��	���
	�����
��	��	
��	�����
�	�������	!�
�	��������	�

���
�	�
	�����	
��%�	���	����������
	���
���

�����	���	���	
�	���
�����
�	
��
	���!�	��

��	����	��	���
����	 ���	
������	���
�����	�����
�
���	�������	����
����	!���	���	
��	������	����	
�	�������	�����	���	�
�����
��

����"�2&�����"�$��

Political parties wield considerable influ-
ence and should champion sustainable
practices to combat plastic pollution. Yet
the lack of urgency is alarming. With the
planet reaching critical thresholds, we can’t
afford complacency. The need for imme-
diate action to safeguard our only home,
Earth, is paramount. It’s high time politi-
cal will transcended rhetoric to enact
meaningful change. We must remember
that there’s no Plan B for our planet.

Aditya Mehta | Mumbai  
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Madam — Apropos the news article,
“Feast of hot summer menus,” published
on April 27, this is my response. Reading
through these descriptions feels like leaf-
ing through a gourmet guidebook. Each
venue promises not just a meal but an
experience, a journey through flavours
and cultures. Olly offers a tranquil haven
from urban chaos, serving up classics with
a twist amidst a serene ambience. The
China Kitchen tantalizes with its immer-
sive dining experience, bringing Chinese
culinary traditions to life. Viet: nom adds

a modern flair to Vietnamese classics,
while L’Opéra delights with French finesse,
especially with its seasonal mango collec-
tion. Café Delhi Heights, ever-evolving,
captures the essence of Delhi’s vibrancy
through its diverse offerings.
The must-try dishes read like poetry, each
a symphony of flavours designed to tan-
talize taste buds. From crispy sweet pota-
to skins to succulent Peking duck, from
vibrant summer rolls to creamy Alfredo
pasta, there’s something to suit every
palate. Akanksha Dean’s culinary journey
adds a personal touch, showcasing a deep
passion for food and an impressive
resume. Her influence undoubtedly
enhances the richness of each dining
experience. As a regular newspaper read-
er, these culinary adventures beckon,
promising not just a meal but a story to
savour, making the dining experience
more than just a necessity but a delight-
ful escape.

Sneha Patel | Ahmedabad
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Madam — Apropos the news article,
“Pakistan paying for its misplaced priori-
ties,” published on April 29, this is my
response. Ambassador Asif Durrani’s
acknowledgement of Pakistan’s failures in
Afghanistan reveals a stark reality: the cost
of tensions along the Durand Line surpass-
es all wars with India combined. The fix-
ation on India as the primary adversary
stems from historical wounds and institu-
tional agendas. However, the Afghan
debacle exposes the fallacy of such fixations
and challenges the ‘two-nation theory’. The
resurgence of Taliban attacks and Afghan
nationals participating in strikes against
Pakistan signal a seismic shift in regional
dynamics. Pakistan’s strategic ambitions in
Afghanistan have backfired, eroding trust
and isolating it on the global stage. Despite
efforts to rewrite the narrative, Pakistan
remains entangled in its past missteps, with
Afghanistan looming as a permanent fix-
ture in its regional calculus.
As the world watches with scepticism,
Pakistan’s plight underscores a fundamen-
tal truth: religion alone cannot sustain a
nation. Bangladesh and Afghanistan stand
as testaments to the folly of such notions.
It’s a sobering lesson for Pakistan to
reassess its identity and recalibrate its for-
eign policy away from religious rhetoric
towards pragmatic diplomacy.

Rohit Kapoor | Kolkata
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Madam — Apropos the news article,
“Political parties must prioritise environ-
mental preservation,” published on April
29, this is my response. As an avid reader
of daily news, it’s disheartening to witness
India’s political landscape during election
time fail to address pressing environmen-
tal concerns. Despite lip service in mani-
festos, concrete actions are conspicuous-
ly absent. The proliferation of plastic
waste during political campaigns exacer-
bates the crisis. Plastic pollution poses a
grave threat to ecosystems and human
health, with marine life suffering the
brunt.
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public life. The motivation
wasn’t power, but an idealism-
driven desire for the country’s
freedom. Soon thereafter,
there might have been disil-
lusion; the earlier idealism
began declining rapidly. With
the decline was seen a fall in
ethical and social values in the
country.
Could the disillusionment
have been due to disappoint-
ment with the quality of
politicians? Not all parties
indeed have members hailing
from the most educated or
knowledgeable sections of
society. Although the cur-
rent central Government is
not a rough and tumble of the
hitherto political dispensa-
tions that have ruled the
country, it has still not been
able to overcome the cynicism
about politicians and politics
in general, which continues to
hold sway in the minds of a
large section of the people.
This is not to say that good
people are disinterested in
politics. 
We have in recent years, seen
many academically and pro-
fessionally qualified people
enter politics; some of them
have even become ministers.
But clearly, there is a long way
to go in this regard.

One great discouragement is
the number of people in a
constituency, as well as the
high cost of electioneering.
Hopefully, some answer to
this problem should emerge
from the delimitation of elec-
toral constituencies, which
would be set to increase, by
(approximately) 50 per cent.
No ordinary entrant can
afford to spend astronomical
sums of money to cultivate
nearly two million voters per
seat.
Delimitation and increased
seats alone will not solve the
problem of election expenses.
Another reason why wealthy
candidates are attracted to
politics is the traditional belief
that once elected, the candi-
date would be able to earn
back the money spent on
electioneering and thereafter
generate much money. Once
the doors are closed to cor-
ruption, the attraction for
opportunists to become can-
didates would be much
diminished. This also applies
equally to any new avenue for
making money.
Compulsory voting is a way of
not only upgrading the system
but also reducing the cost of
electioneering. It would also
eliminate the perpetuation of

vote-bank politics. For exam-
ple, there was a time when the
total voting used to be 50 per
cent or less. Therefore, if the
candidate had a secure vote
bank, it wasn’t difficult for
him to win. 
With the rise in the percent-
age of voting, the power and
effect of a committed vote-
bank is reduced. For instance,
in an electorate of a lakh peo-
ple, a committed vote-bank of
a particular candidate is say,
25 per cent, i.e., 25,000 voters
out of a population of one
lakh. If the normal voting is
no more than 50 to 55 per
cent for that seat, this captive
vote bank is assured victory
for that candidate. However,
if the voting percentage is 100
per cent, such a vote-bank will
be of no decisive advantage.
The role of freebies has to be
curbed for any meaningful
participation in the political
process. Freebies reduce the
exercise of elections in a
democracy to nothing more
than bribing voters. It is then
futile to talk of democracy, or
why the young don’t partici-
pate in it in greater numbers.

(The writer is a well-known
columnist, an author and a

former member of the Rajya
Sabha; views are personal)
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The country belongs
more and more to its
younger citizens. It is,
therefore, all the more
disturbing that the

youth who have lately crossed the
age of 18 and have registered
themselves as voters in fewer
numbers. The country belongs
more to the younger ones who’re
18, on an overage, the country
for say, sixty years more, or
probably twelve general elec-
tions. To a fifty-year-old, in
terms of time, he might get to see
five, possibly six more general
elections.
In Uttar Pradesh, our largest state
only 25 per cent of the eligible
youth have registered them-
selves as voters. What could be
the reasons for this lack of desire
to have a say in the running of
their country? Do most young
people expect Government rep-
resentatives to approach them in
the old maibaap fashion? Or do
they feel that there isn’t likely to
be much competition among the
political parties for their votes?
Could it also be that the younger
generation has come to nurse an
indifference towards the entire
political process and the institu-
tion of democracy itself? Over
the years, a large body of the
youth of the country has come
to believe that whoever comes to
power, won’t make any difference
to their lives, as the country’s
politicians are perceived to be a
class that acts only in its interest.
However, in this cynicism, the
youth forget that by their indif-
ference, they abdicate their right
to have a say in the running of
their nation.
At the other of the age spectrum,
the necessary interest in entering
the political arena and playing a
meaningful role in the life of the
country has not been there to the
extent required. Public life of a
political nature had existed for
some fifty years before indepen-
dence. It began with the found-
ing of the Congress by a retired
British bureaucrat, Allan
Octavian Hume, in 1885. The
Muslim League was founded in
the year 1906, the Hindu
Mahasabha in 1916 and the
Communist Party in 1925.
Indians, therefore had the oppor-
tunity to have a feel of political

�����
��
��� �!""
��#�

�+,�'#/�/#� ,+
-'1�-#���'1

��+�(���# ��/#
���/���#���,

�,�(�(� �( ��'#
�/��(�(,+���.#�(#&
�'���,+�#�#�#��#�;

�'#���+�(���#
-,)���.#��.�#��,

#�/+�.��*��'#
7,+#1� �#+��,+
#�#��(,+##/(+0
�+���'#/#�&�#/
0#+#/��#�7)�'

7,+#1


��������������!��*���
�!�+��!�*�������"�!��

�
�����%�����
�8%������	�;�=����
��	�����.����;
.�
�
�� #	�����
%;> �!�	�%���� �
� ����	
?@;� ���%� �%� �
� ��%��
%��� ������� *!���

3��A%�
������B���
��������
�������
�%���B�B������D
�!������.����A%��!��	�	�
�%����;�8�������������
D
�	� ��������� ����%� ��B�� "�B�
� 8�
� ��� �����
�8�		�
"%�����%���"���!	�!��	���!
��
����1��;
"	���
"��%%!�%����%�%�9����	��������
����!�����


	�";���%�����������%������	�����	������%�%�����

������B�� �$��%�%� ���� ����	�$��
� ��� .����A%
%����D��	�����	��������
-��	��	�����%���!�����"��%%;���%��D���B�
���	D
����%������
��
���
������7�"�����
���
��
!�%;
��%�		!%��
�
"�	���	%�8����"�B��
�
����3��A%�%��D
�
��		�
"�����!��%������%%�
������.����A%��	��D
����	����B�!�;�8�������	�����	���%��!�%���	�
�%
8�����B��
��
�	���������%����%�!%%��
%��B���	���D
��%;�����"��%%����%�
���
%�������
"��	�����
"��
���������	�A%��������$��
�%���
�
����	����%;���	BD
�
"��
������	�������8��%�������
�������������
�����
�A%�%��!""	����"�	�"��%�%
%���������	!��%;
��
���%��
"�8����.����A%�������!	�!��	�����%��
�
)	������	
;�3��A%��������%������"
�
��������
�	
���.����A%�%��!""	�%��
����%�	��
����(��!
���%����%
����!�"�
��
����������	�%������B�	����
���
�����
���%��B����
������%��!	�!��	�������"������%�����
��	�����	��	���!��

Vishal Kumar | Delhi

�
���

�$! %#�%

��	 �0��"%&# %

$
���
���

��(����'�����0�����������
��
������
��
��

��
������
�
�������

�����,�
�
�������

���	��%�����!�������
���������
�%����������
�����
�
��

��	��"��
!��������B����%���	�
"%��������
�!
"���"�
������
E������������

��8���%������	������	������%%��%�����!%�������
���




M ND-NDECM
YK

THE HINDU 

6 Tuesday, April 30, 2024
DelhiEditorial

T
he Hindi heartland, more often than not,
decides who forms the government in
Delhi. Of the 189 Lok Sabha seats in the

six States of Bihar, Chhattisgarh, Madhya Pra-
desh, Rajasthan, U.P. and Uttarakhand that make
up the very core of this territory, votes have been
cast for 71 seats, in the first two phases. In Chhat-
tisgarh, Madhya Pradesh and Rajasthan — where
the BJP won the Assembly polls last year — the
two principal national parties are in a direct con-
test which could determine who gets to lead the
next government. For the BJP, the general elec-
tion had begun on a high note with Prime Minis-
ter Narendra Modi setting the target of 400 seats
for the party and its allies to win, even before the
poll notification on March 16. The very next day,
he even asked the Cabinet to draft the plan for
the first 100 days of the next government which
he is confident of forming. The Opposition on the
other hand, began its campaign from a position
of relative weakness and far less enthusiasm. The
constituents of the INDIA bloc were still fighting
among themselves on the seat-sharing formula.
Developments since then have led to fresh ques-
tions. The Supreme Court-dictated disclosure of
electoral bond data, and the arrest of Delhi Chief
Minister Arvind Kejriwal by the ED, were two
events that energised the Opposition’s low-key
campaign and highlighted the issues of economic
downslide, inflation and unemployment.

The BJP is trying to counter this with a far shar-
per cry on nationalism, and Hindu consolidation.
It terms the Opposition as being ‘anti-Santana
dharma”, and is targeting the Congress and la-
belling its manifesto as having an “imprint of the
Muslim League”. An apparent fear among Hindu
subaltern segments with regard to the ‘400-plus’
slogan has now put the BJP on the defensive.
Statements by BJP leaders that a massive majority
will enable it to rewrite the Constitution have
been read as a threat by OBCs, Dalits and tribal
communities. The BJP, with its ears to the
ground, heard the fear, reflected in Prime Minis-
ter Narendra Modi’s speeches ahead of polling
for the first phase, where he assured voters that
the Constitution would not be tampered with.
The BJP campaign is focused on explaining that
there is no threat to caste reservations from it.
And it accuses the Congress of planning reserva-
tions for Muslims. In the heartland where caste
and communal identities are locked in a complex
interplay, the BJP’s success is determined by reli-
gious mobilisation that overwhelms caste. The
Congress’s promise of policies that advance eco-
nomic and social justice are also at the centre of
the campaign. While the Congress’s hope is to
galvanise the poor and the subaltern castes, the
BJP is trying to instigate fear of a socialist dictator-
ship. That it is addressing the poorest of the coun-
try with the fear of redistribution of wealth is a
particularly striking paradox of the heartland. 

Matters of heartland  
Livelihood issues compete with caste

and religious identities in campaigning  

I
n an Olympic year, the quadrennial extrava-
ganza dwarfs every other competition. This
is especially true in a sport like badminton

where the Olympic gold is the holy grail. Yet,
events that lead up to the marquee sporting fes-
tival do carry importance, and the ongoing Tho-
mas & Uber Cup in Chengdu, China, is one such
tournament. The de facto ‘World Cup’ of badmin-
ton, the biennial championship became an indel-
ible part of the national consciousness when the
Indian men’s outfit won its maiden Thomas Cup
crown in 2022. While a repeat is very much in the
realm of possibility, the strong Indian side (H.S.
Prannoy, Lakshya Sen, Satwiksairaj Rankireddy
and Chirag Shetty among others) will look at it as
a great opportunity to test their competitive met-
tle ahead of the Paris Olympics. Two years ago,
the triumph had acted as a springboard for Sat-
wiksairaj and Chirag, who went on to clinch the
coveted Asian Games doubles gold in 2023 and
help secure a historic team silver before becom-
ing the first Indians to be ranked No.1 in doubles.
Prannoy, India’s No.1 singles player and an Asian
Games bronze medallist, will be looking for simi-
lar inspiration after a not-so-good year while
Lakshya will be keen to sharpen his skills ahead
of his first-ever Olympics.

The women’s Uber Cup roster does not in-
clude the Olympics-bound trio of singles star P.V.
Sindhu and doubles practitioners Ashwini Pon-
nappa and Tanisha Crasto. The three have prior-
itised a solid training block — a luxury in a chock-
a-block tournament calendar — while an inexpe-
rienced side gets a taste of elite-level badminton.
The focus will be on 17-year-old Anmol Kharb,
who played a stellar role in India winning the
Badminton Asia Team Championship in Febru-
ary, and Isharani Baruah, 20. There is also an ex-
pectation forAshmita Chaliha, 24, long marked
out for success, to make good on her promise.
The tourney comes at a time when India is look-
ing to restock its women’s singles cupboard. As
Saina Nehwal inches closer to retirement, the ca-
binet, barring two-time Olympic medallist Sind-
hu, has appeared bare in recent times. But going
by the results in Chengdu, there is optimism that
the next generation of stars could emerge from
this lot. They have beaten Canada and Singapore
back to back — by convincing 4-1 scorelines — to
qualify for the quarterfinals, and further progress
will confirm the green shoots. Even as all eyes are
on the Thomas Cup defence and Olympics prep-
aration, the women in the Uber Cup can well
make it a week to remember.

Trying for a repeat  
India is looking to defend its astonishing

title win in men’s badminton  

“S
tatistical thinking will one day be as
necessary for efficient citizenship as
the ability to read and write.” — H.G.

Wells
In February 1897, the House of Representatives

of the U.S. State of Indiana passed Bill no. 246
that sought to legislatively establish the ‘true
value’ of pi (π) as 3.20. This strange Bill was
introduced at the behest of a certain Edward
Goodwin who claimed to have solved the ancient
geometrical problem of “squaring the circle”
thanks to a revelation from god, but it required
changing the value of pi to 3.20! Fortunately, the
Bill was stalled by Indiana’s Senate due to the
efforts of a mathematician called C.A. Waldo, and
Indiana was saved from embarrassment.

My point in narrating this anecdote is that in
the fields of science, mathematics and statistics,
truths cannot be established by fiats of the
executive, parliament or the judiciary. Just as
Parliament cannot legislate water to run uphill,
the Supreme Court of India cannot arbitrarily
mandate that a uniform sample size of “5 EVMs
per Assembly Constituency” is good enough for
Voter verifiable paper audit trail (VVPAT)-based
audit of electronic voting machines (EVMs) for all
Assembly Constituencies across the country. With
due respect, its sample size does not conform to
fundamental principles of statistical sampling
theory.

Voter verification of VVPAT slips ensures that
the votes have been “recorded as cast” but it is no
guarantee that they have been “counted as
recorded”. There is always some risk, however
small, of EVM malfunction or manipulation. To
ensure “counted as recorded”, we should tally
the EVM count with the manual count of VVPAT
slips for a statistically significant sample size of
EVMs drawn at random from a suitably defined
‘population’ of EVMs.

A typical case
The VVPAT-based audit of EVMs is a typical case
of “lot acceptance sampling”, a statistical quality
control technique widely used in industry and

trade. If the number of defectives found in a
randomly drawn, statistical sample is less than or
equal to a specified ‘acceptance number’, the
entire lot (or ‘population’) is accepted; otherwise,
the entire lot is rejected. We define a ‘defective
EVM’ as one which has a mismatch between the
EVM count and the VVPAT count due to EVM
malfunction or manipulation. We specify the
acceptance number as ‘zero defective EVM’.

The Supreme Court did not specify the
‘population’ of EVMs to which its sample size
relates and the ‘next steps’ in the event of a
‘defective EVM’ turning up in a sample. The
Election Commission of India (ECI) has also
chosen to leave them vague. Both these are
important because in the event of one or more
‘defective EVMs’ turning up in a sample, the
entire ‘population’ from which that sample was
drawn should be ‘rejected’. In other words,
manual counting of VVPAT slips should be done
for all the remaining EVMs of that particular
‘population’ and its results declared based on
VVPAT count only.

Statistical sampling theory tells us that the
probability that the Court-mandated sample size
will fail to detect a ‘defective EVM’ is 95% if ‘EVMs
deployed in an Assembly Constituency’ are
defined as the ‘population’, and 70% if ‘EVMs
deployed in a Parliamentary Constituency’ are
defined as the ‘population’. This defeats the very
purpose of introducing VVPAT.

Reasons behind the ECI’s claim
The ECI has claimed that there was not a single
instance of mismatch between the EVM count
and the VVPAT count in all these years. Leaving
aside the fact that this is not true, there could be
three possible reasons for the very few
mismatches: the EVMs are in fine fettle; the
prescribed sample size is erroneous and fails to
detect a ‘defective EVM’ most of the time; both.
The correct answer is the last one — both. The
ECI and the Supreme Court cannot proclaim “all
is well” with the present egregiously wrong
sample size and opaque audit protocol.

The Court’s judgment in the Association for
Democratic Reforms vs Election Commission of
India and Another (2024) is disappointing because
it did not compel the ECI to make public how it
has defined the ‘population’ to which its sample
size relates and its ‘next steps’ in the event of a
mismatch. 

The Court also did not clarify these points on
its own after seeking expert opinion. Even more
disappointing was the ADR not pressing for these
vital clarifications. Instead, it demanded a return
to paper ballots or 100% verification of VVPAT
slips. The Court was right in rejecting both these
demands.

Other critics of the ECI have been guilty of
demanding arbitrary, non-statistical “percentage
samples” for EVM audit under the mistaken belief
that a bigger “percentage sample” guarantees
greater accuracy of results. Congress leader
Kamal Nath sought a “10% sample” and lost
(2018). Then Andhra Pradesh Chief Minister N.
Chandrababu Naidu sought a “50% sample” and
lost (2019). 

The Supreme Court rightly rejected these
demands but the uniform sample size prescribed
by it in 2019 was equally arbitrary, non-statistical
and wrong.

What needs to be done
We do not know and we do not need to know the
various ways in which an EVM may fail or be
manipulated. What we need to do is implement a
statistically sound VVPAT-based system of EVM
audit which can detect instances of mismatch
with 99% or 99.9% accuracy. The matching
exercise should be done at the beginning of the
counting day. Not at the fag end. Where there is a
perfect match, the results should be declared
based on the EVM count. Only where there is a
mismatch, should manual counting of VVPAT
slips for all the remaining EVMs of the particular
‘population’ be done and its results declared
based on the VVPAT count. This statistical
sampling-based, ‘management by exception’
approach represents the golden mean.

The EVM-VVPAT case judgment is disappointing 

K. Ashok Vardhan
Shetty 

is a former IAS officer
of the Tamil Nadu
cadre and a former
Vice-Chancellor of the
Indian Maritime
University, Chennai

India needs a
statistically
sound
VVPAT-based
system of EVM
audit which can
detect instances
of mismatch
with 99% or
99.9% accuracy;
and done at the
beginning of
counting day

T
he Supreme Court of India, while hearing
a Public Interest Litigation (PIL) in
February this year, directed the central

government to find ways to regulate the rates of
hospital procedures in the private sector. The
trigger for the PIL and directive were the high
procedure rates and their large variations. The
Court highlighted the problem using the
procedure costs of cataract surgeries that cost
only around ₹10,000 in a government set-up and
between ₹30,000 to ₹1,40,000 in private
hospitals. It invoked Rule 9 of the Clinical
Establishments (Registration and Regulation) Act,
2010, of which Clause 2 requires that “clinical
establishments shall charge the rates for each
type of procedures and services within the range
of rates determined and issued by the Central
Government from time to time, in consultation
with State Governments”. The Court ruled the
Central Government Health Scheme rates as an
interim measure if the government failed to find
ways to regulate rates.

In India, care delivery is predominantly
through private providers, with
market-determined prices. Health-care markets
are imperfect, leading to inefficiencies and
inequities and require regulation. While a
problem does exist, the proposed solution
oversimplifies the complex issue. However, it is
the right step if it aims to spark debate and spur
action. Here, we outline key considerations for
addressing these challenges.

Benchmark for pricing
In an unregulated market-driven scenario,
health-care providers focus on profit through
higher prices and overprovision of care
(supplier-induced demand). One potential
solution, “yardstick competition”, involves
regulatory authorities setting benchmark prices
based on market observations. However, this
approach faces challenges in India due to diverse
patient profiles, unreliable price data, and weak
regulatory frameworks. Relying solely on
competition from government hospitals is
insufficient due to long wait times, perceived
service quality issues, and patient information
gaps, perpetuating the risk of supplier-induced
demand.

As the Court observed, pricing-related

discussions must start with a benchmark for price
determination. Standard treatment guidelines, or
STGs, can help establish relevant clinical needs,
the nature and extent of care, and the costs of
total inputs required. STGs can address
confounders that account for varying levels of
care for various hospital procedures while
ensuring clinical autonomy to respond to
individual needs. Consequently, it enables
valuing health-care resources consumed for the
precise cost of multiple procedures.

Given limited regulatory capacity, STG
formulation and adoption require that providers’
revenues are tied to fewer payers. Providers must
rely on reimbursements from pooled payments,
covering most of the population with low
out-of-pocket (OOP) payment levels. With
government support, payers and providers could
agree on pricing that provides a reasonable and
sustainable surplus over and above the input
costs. 

However, this would be hindered if providers
could access markets with OOP payments as an
alternative or add-on to reimbursement
payments. Several countries have accomplished
this difficult feat through coordinated health-care
purchasing reforms, highlighting that pricing
issues are health systems challenges rather than
law-and-order problems.

In India, over half the total health expenditure
is OOP. The other half comes from a multitude of
publicly and privately pooled resources. The
private sector is predominantly composed of
small-scale providers. Even if rates are
standardised, their implementation will be
uncertain. Enforcement mechanisms for
adherence to prescribed rates remain unclear,
raising questions about the feasibility of such
regulatory measures. What if providers do not
adhere to the prescribed procedure rates, much
like they have resisted the rates in various health
schemes?

Weak implementation
Command-and-control regulations through
pecuniary measures such as price caps can
swiftly influence actors’ behaviour by making
them follow the pronouncements. However,
when enforcement mechanisms are weak, these
effects are temporary because the overall

environment remains unchanged. The suggested
measures face enormous enforcement
challenges. Only 11 States and seven Union
Territories have notified the Clinical
Establishment Act, and its implementation
remains weak, with little or no evidence about
the impact on affordability, care quality, and
provider behaviour. 

Similar design and implementation capacity
constraints have hampered the effective adoption
of the National Pharmaceutical Pricing
Authority’s decision to cap the prices of stents
and implants since 2017 and of the many
directives that mandate doctors to prescribe
generic medicines.

Rate standardisation, through capped prices,
may not address the fundamental problem of
stakeholders’ misaligned incentives. A
comprehensive health financing reform strategy
informed by robust and ongoing research on
appropriate processes for formulating and
adopting STGs must be in place, without which
the actual pricing can be manipulated and
justified in any manner. For example, hospitals
with lower average revenue per bed can push
their rates higher by appealing to their better care
quality. Without STGs, it will be nearly impossible
to verify such claims objectively.

Limited data
The Pradhan Mantri Jan Arogya Yojana and the
Department of Health Research have made
significant strides in developing STGs for
common conditions and adopting a
comprehensive costing framework. Efforts are
also ongoing to create an Indian version of
Diagnostics-Related Groups (DRGs). Although the
insurance industry initiated STGs for hospitals in
2010, progress was hindered by a lack of
representative and accurate costing data due to
limited participation from private hospitals.

This judgment is an opportunity to create
effective processes to solve a major health system
problem. Rate standardisation policies must be
feasible, easily implementable, and follow
established price discovery practices. Future
efforts must build on previous and ongoing
health financing reforms, address anticipated
challenges, and ensure broader stakeholder
participation.

Court’s nudge on hospital charges, a reform opportunity 
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Affordable
hospital care
requires
health-care
financing
reforms that go
beyond price
regulations
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On the campaign trail
It is unfortunate that there
is no let-up in bringing up
unrelated issues in the
speeches being made by
the Prime Minister of India
during his election
campaigns (Inside pages,
“Rahul insulted great kings,
queens of this country:
Modi”, April, 29). It is
undeniable that the rulers
of the bygone era,
irrespective of their religious
identities, have made
sterling contributions to
society in multiple spheres.
However, nothing will
accrue if encomiums are
showered on one band of
kings or queens and mud
slinging on the other. When
a particular religion

achieved by several teams
in the current edition of the
IPL are any indication it is
becoming abundantly clear
that the bowlers are being
sent on a leather hunt and
are being battered black
and blue in every single
match. 
Full marks, however, to
those bowlers who are still
good enough to take five
wickets in the four overs
allotted to them. The
shortest format is really a
bonanza for batters.

C.V. Aravind,
Bengaluru

industry saw glory under
the phase of history that
the Prime Minister
highlights in a critical way in
his campaign speeches.
Who can forget the quality
of textiles like the muslin
and linen of those days?
Now, we look to China for
textiles. The match-stick
industry is heading to an
end with the import of
cigarette lighters from
China. The BJP’s election
manifesto has nothing
about industrial
development or alarming
imports from China. 
Kiruba Arul,

Palayamkottai, Tamil Nadu

On a leather hunt
If the massive scores being

response from the Prime
Minister?
S.V. Venkatakrishnan,

Bengaluru

Import bill
The sorry state is that China
is the top supplier to India
in eight major industrial
sectors, particularly in
pharmaceuticals, textiles
and electronic goods (Inside
pages, “India’s Chinese
import bill up 2.3 times in
15 years”, April 29). One
wonders what happened to
the ‘Make in India’ projects
which were more laudably
launched by the
government of the day. We
boasted of sending Covaxin
and Covishield vaccines.
Ironically, the Indian textile

communal in content,
which the Election
Commission of India cannot
easily ignore. The top
leader’s references to the
role of nawabs, sultans, and
particularly Aurangzeb,
were neither warranted nor
relevant. Raking up
memories of the painful
past is only going to result
in bickering and will have a
far-reaching impact on the
communal front. 
His speeches are
unstatesmanly and
unbecoming of his status.
Let him not sacrifice
communal amity at the
altar of short-term political
gains. 
Is it too much to expect a
proper and healthy

becomes a pawn in the
hands of the Prime Minister,
how could his own
partymen be expected to
keep a low profile on public
platforms? It is hoped that
the utterances by the
leaders of all political
parties in India are confined
to the norms of etiquette
and decorum, lest it will
lead to distrust and
misgivings among the
people.
V. Johan Dhanakumar,

Chennai

The Prime Minister’s latest
speech, in Belagavi, has
touched a new point. Day
by day, the tone and tenor
of his speeches seem to be
getting more and more

L E T T E R S T O T H E E D I T O R 
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New Delhi, April 29: The Union Government has
decided to seek the opinion of the Supreme
Court on whether the Presidential election due
before August 24, could be held despite the
dissolution of the Gujarat Legislative Assembly.
An announcement to this effect was made in
Parliament to-day. 

The following is the text of the Law Minister’s
statement: “The House is aware that the term of
office of the present President of India expires
on August 24, 1974. Under Article 62(1) of the
Constitution an election to fill a vacancy caused
by the expiration of the term of office of the
President is required to be completed before the
expiry of the term. This House is also aware that
the Gujarat State Legislative Assembly was
dissolved on March 15, 1974. A question has been
raised whether the election to the office of the
President can be held notwithstanding the
dissolution of the Gujarat Assembly. The
Government is prima facie of the view that on a
true and correct interpretation of Article 54, 55,
56 and 62 and 71 of the Constitution, the
electoral college consists only of the elected
members of such of the Legislative Assemblies
of States as are in existence at or before the
expiry of the term of office of the President.
However, a contrary view has been expressed
both inside and outside this House. Quesions of
far-reaching importance have arisen as to the
composition of the electoral college where
Legislative Assemblies of one or more States
stand dissolved and in view of the fact that a
question of great public importance has arisen,
the Government has decided to recommend to
the President to obtain the opinion of the
Supreme Court under Article 143 of the
Constitution as regards the true and correct
interpretation of Articles 54, 62, 71 and the
relevant provisions of the Constitution so far as
they concern the election of the President to fill
the vacancy caused by the expiration of the term
of office of the President.”

FIFTY YEARS AGO APRIL 30, 1974

Presidential polls: Supreme
Court’s opinion to be got 

F R O M T H E A R C H I V E S

Stockholm, April 29: The Swedish Match
Manufacturing Company has doubled its share
capital to 190 million crowns. It will use the new
capital to complete its factories in Bombay,
Calcutta, Madras, and Karachi. 

A HUNDRED YEARS AGO APRIL 30, 1924

Swedish match co 

T
he current outbreak of
H5N1 was a disaster
waiting to happen, as
experts have been

sounding alarm bells on the
unsafe conditions at industrial
livestock production for more
than 10 years now. There has
never been a more pressing time
to discuss the welfare of farmed
animals in the Indian enviro-legal
perspective. India’s environmental
laws and regulations must reflect
what the public health crisis is
showing us: that animal welfare is
closely interlinked with public
health, ecosystem health and
biodiversity conservation — the
One Health principle.

Scale of the biosecurity issue
The first H5N1 infection spilt over
to humans directly from chickens
in Hong Kong in 1997. In India, the
first H5N1 patient was reported in
Maharashtra in 2006. An outbreak
in December 2020 and early 2021
spread across 15 States. This
pathogen has crossed many
species barriers, causing mortality
among the polar bears in the
Arctic and seals and seagulls in
Antarctica. With humans, the
World Health Organization (WHO)
estimates the fatality rate for H5N1
at 52%, based on the 463 deaths
recorded since 2003 among the
888 people diagnosed with the
virus. Almost all cases of human
infection with avian influenza A
(H5N1) have been linked to close
contact with infected birds, or
contaminated environments.

These contaminated
environments are created by
cramming chickens in wired
cages, or ‘battery cages’, in high
densities. The resultant air quality
and waste problem has a
significant footprint in India due
to the odour, particulate matter,
and other greenhouse gas
emissions. The Central Pollution
Control Board (CPCB) has
classified poultry units with more
than 5,000 birds as a polluting
industry that requires compliance
and regulatory consent to
establish and operate. Some
poultry industrial units have been

issued closure notices by the CPCB
for being in violation of the law.

Due to contract farming, large
debts and a very specialised skill
set, poultry farmers often find it
difficult to exit the industry,
despite the losses. However, the
myriad problems faced by these
farmers often push them out of
business. The farmers suffer due
to market volatility and the
prevalent practices pushed by
industry giants. For instance,
antibiotics are regularly given to
birds as a prophylactic and as
growth promoters so that more
animals can be grown for greater
profit. Experts predict the rising
demand for protein will cause a
surge in antibiotic use in livestock.

Several antibiotics classified as
critically important and highly
important by the WHO are widely
sold to farmers for preventative
use. Prescribed to day-old chicks
to reduce the likelihood of disease
and mortality, this practice is still
being commonly recommended,
according to an investigation by
The Bureau of Investigative
Journalism, reported in The Hindu.

Animals are heavily stocked in
unsanitary conditions. Not only
does this have a detrimental effect
on the welfare of animals and the
health of those who consume the
food derived, but also on the
people working at these facilities
and residing in the vicinity. The
impact of the emissions in the
atmosphere, effluents in the water
systems, and solid wastes in the
soil generated by these industries
is felt by humans, other animals,
and the environment. There is an
urgent need for monitoring as well
as enforcement of legal and
regulatory mechanisms.

The faecal matter generated at
these facilities is collected
periodically by local farmers for
use as fertilizer. The amount of
piled-up manure exceeds the
carrying capacity of the land and
becomes a pollutant. Farmers
complain of their crops getting
damaged and piles of waste
becoming a breeding ground for
disease vectors such as flies.
Residents are compelled to adopt

measures such as spraying
insecticides inside homes, leading
to breathlessness and a nauseating
smell.

Keeping animals in intensive
confinement constitutes a crime
under the provisions of the
Prevention of Cruelty to Animals
(PCA) Act, 1960. Moreover, the
operational activities at these
industrial facilities cause
unnecessary pain and suffering to
the animals because of mutilation,
starvation, thirst, overcrowding,
and other ill-treatment, which is
also a violation of the PCA Act.

Path to legal reform
The 269th Law Commission of
India Report in 2017 placed on
record a representation by the
Tata Memorial Centre that
contained evidence that
non-therapeutic antibiotics given
to poultry cause antibiotic
resistance since living conditions
are unhygienic. It further said that
with more open, cleaner, and
ventilated living spaces, animals
are less likely to need constant
antibiotics, making their eggs and
meat safer for consumption.
Finally, it made recommendations
for a set of two draft rules for the
welfare of chickens in the meat
and egg industries, noting that
improved animal welfare results in
better and safer food. These rules
laid down guidelines as per
existing laws and international
best practices for animal care,
waste management, and antibiotic
use, among others.

However, the Draft Rules for the
egg industry released by the
Ministry of Agriculture and
Farmers’ Welfare in 2019 are weak
and tokenistic. They must meet
the recommendations of the Law
Commission. Strict oversight for
compliance and enforcement of
environmental regulations is the
need of the hour, given the CPCB’s
reclassification of the poultry
industry as a highly polluting
‘orange category’ industry. In light
of the bird flu public health crisis
and the climate emergency, it is
crucial for the situation to be
addressed.

The poultry industry needs urgent reforms 

Shreya Padukone

is Head of Programs,
Animal Law Centre,
Nalsar University of
Law

India’s
environmental
laws and
regulations must
reflect what the
public health
crisis is showing
us: that animal
welfare is
closely
interlinked with
public health,
ecosystem
health and
biodiversity
conservation

STATE OF PLAY

T
here were key takea-
ways from the recent-
ly concluded Lok Sab-

ha elections in Kerala. The
first was the fact that Prime
Minister Narendra Modi visit-
ed the State five times in just
four months. This is an unpre-
cedented number for Mr. Mo-
di, who did not make such ef-
forts in Kerala during Lok
Sabha or Assembly elections
in the past.

The second was that the
two main rival parties — the
Congress and the Communist
Party of India (Marxist) — ap-
proached these polls with a
political fervour usually seen
only in Assembly elections.
However, given that the voter
turnout was only 71.27%,
much lower than the 77.84%
recorded in the 2019 polls,
both the parties are now cau-
tiously awaiting the outcome.

With lofty electoral ambi-
tions and a strategic push in
the south to establish the Bha-
ratiya Janata Party (BJP) as a
pan-India party, Mr. Modi
deftly navigated the rivalry
between the Congress and the
CPI(M) and their alleged ap-
peasement politics. He also
leveraged the perceived anti-
incumbency against the CPI
(M)-led Left Democratic Front
(LDF) government. During his
campaign in north India, he
made it a point to mention the
bitter exchange between Con-
gress leader Rahul Gandhi,
who is seeking re-election
from Wayanad, and Kerala
Chief Minister Pinarayi Vi-
jayan. While Mr. Gandhi al-
leged that a CPI(M)-BJP nexus
shielded Mr. Vijayan from
Central agencies, the Chief Mi-
nister retaliated with indirect
references to the ‘Pappu’ jibe.

At the same time, both the
Congress and the CPI(M)
failed to effectively capitalise
on Mr. Modi’s anti-Muslim rhe-
toric at a rally in Rajasthan.

Since the BJP-led govern-
ment came to power at the
Centre in 2014, the party has
tactically attempted to make
advances in Kerala. Through
its campaign during the 2024
Lok Sabha polls, it also
seemed to be preparing for
the 2026 Assembly elections.
The BJP leadership has at-
tempted to cement its rela-
tionship to some extent with
the leadership of the Nair Ser-
vice Society and the Sree Na-
rayana Dharma Paripalana Yo-
gam to win the votes of two
dominant Hindu communities
— the Nairs and the
Ezhavas/Thiyyas.

Unlike in the past, the BJP
central leadership decided not
to involve the Rashtriya
Swayamsevak Sangh during
electioneering, perhaps under
the belief that the heightened
activism of the organisation
may mar the chances of its
candidates in Thiruvananan-
thapuram and Thrissur, i.e.,
Union Minister of State for
Electronics and Information
Technology Rajeev Chandra-
sekhar and actor-politician Su-
resh Gopi, respectively.

Simultaneously, the contro-
versial movie, The Kerala Sto-
ry, was aired on the national
broadcaster Doordarshan. It
was aimed at reigniting the so-
called ‘love jihad’ conspiracy
theory propagated by both
Hindutva outfits and radical

Christian groups. Soon after-
wards, the Idukki Diocese, un-
der the Syro-Malabar Catholic
Church, screened the movie
for students. The Kerala Cath-
olic Youth Movement unit of
the Thamarassery Diocese of
the Syro-Malabar Church in
Kozhikode also decided to
screen the movie. However,
the organisers later post-
poned the screening for a date
after the general elections, as
they felt that the issue was get-
ting overly politicised. Many
believe that the timing of the
decision to screen the movie
was part of a wider game plan
of a section of the laity and the
clergy within the Catholic
Church to help the BJP win ov-
er the Christian community.
The party also fielded Anil K.
Antony, son of Congress Work-
ing Committee member A.K.
Antony, in Pathanamthitta.

During the polls, Delhi
Lieutenant Governor V.K. Sax-
ena visited Kerala to have an
audience with the heads of the
Syro Malabar Church, the Ja-
cobite Syrian Orthodox
Church, and the Malankara
Orthodox Syrian Church. This
sparked a controversy, though
he clarified that his visit was
without any political motive.

The BJP also actively
poached disgruntled leaders
from the Congress and CPI(M)
and tried to engineer defec-
tions from other parties. The
admission of LDF convener
and CPI(M) Central Commit-
tee member E.P. Jayarajan on
polling day that he had met
BJP Kerala in-charge Prakash
Javadekar caused embarrass-
ment to the CPI(M).

It was clear that the BJP in-
tensified its campaign in Kera-
la this time. It seems confident
of increasing its vote share in
nearly all the 16 out of 20 seats
where it contested banking on
the Modi factor. But it remains
uncertain on winning any
seats.

Pulling out all the stops in Kerala 
The BJP intensified its campaign this time, but remains unsure of winning seats 

Biju Govind
biju.govind@thehindu.co.in

O
ver the last week, during
the election campaign,
the Congress’ manifesto

and the party’s emphasis on social
justice and welfare were suddenly
thrust into the limelight. Prime Mi-
nister Narendra Modi sought to
give the Congress’ demand for a
caste census and its plans to study
distribution of surplus govern-
ment land to the poor, among oth-
ers, a communal turn. The Con-
gress defended its manifesto
saying the rising wealth inequality
in the country needs to be ad-
dressed and dismissed Mr. Modi’s
claims that its plans intended to fa-
vour a particular religious group.
In the midst of this political con-
troversy, the Chairman of the In-
dian Overseas Congress, Sam Pi-
troda, floated the idea of an
inheritance tax, which is not in
place in India and is also not men-
tioned in the Congress’ manifesto. 

Almost concurrently, the Fi-
nance Ministry released provision-
al data that showed an uptick in
net tax collections. This is mostly
driven by an increase in personal
income tax and securities transac-
tion tax collections. On the other
hand, net corporate tax collec-
tions have reduced marginally.
The data also show that revenues
from personal income tax and se-
curities transaction tax grew at al-
most double the pace compared to
revenues from corporate tax last
year. 

We look at some numbers to
provide context to the ongoing de-
bate and the recent release of tax
data. Chart 1 shows corporate tax
and personal income tax as a share
of gross tax revenue, as of Febru-
ary every year. As can be seen
from the chart, the share of corpo-
rate tax has been on a decreasing
trend, while that of personal in-
come tax has been increasing. As

of February 2024, the gap bet-
ween the two tax shares further in-
creased, with income tax forming
28% of the gross tax — a new peak.
The sharp fall in corporate tax af-
ter FY19 can be attributed to the
deep corporate tax cuts intro-
duced by the Bharatiya Janata Par-
ty-led government in September
2019. 

The data also show that the
share of direct taxes has been de-
creasing, while that of indirect tax-
es has been increasing. Direct tax-
es, which include taxes levied
directly on the incomes of corpo-
rations and individuals, are said to
be “progressive” because those
who earn less are taxed less and
vice-versa. On the other hand, in-
direct taxes, which include union
excise duties and the Goods and
Services Tax, are considered “re-
gressive” as all consumers, regard-
less of their income levels, pay the
same amount. 

Chart 2 shows the share of di-
rect and indirect taxes in the com-
bined tax revenue receipts of the
Centre and the States across years.
As can be seen from the chart, the
share of indirect taxes, which had
been falling steadily since the
1980s, has increased in the past
decade. On the other hand, the
share of direct taxes, which had
been increasing, has consistently
recorded a downturn in recent
years. 

Importantly, Chart 3 shows
that a bulk of those who file perso-
nal income tax earn an annual in-
come of ₹1 lakh-₹5 lakh. Richer in-
dividuals who earn more than ₹50
lakh are few and far between. 

Moreover, a comparison with
BRICS economies, for which data
are available, shows that the effec-
tive personal income tax rate in In-
dia is among the highest (Chart 4).

Put together, the data show that
poorer citizens and those in the
middle-class category are increas-
ingly shouldering a higher share of
the tax burden. This is due to the
combination of the rising share of
personal income tax and indirect
taxes in total revenue. 

The rising share of personal income tax and indirect tax is a concern

Recent data show that personal income tax collections have increased, while collections from corporate taxes have reduced 

Vignesh Radhakrishnan,
Rebecca Rose Varghese &
Rachita Rabboni

DATA POINT
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