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T
he Ministry of Information and Broad-
casting has reportedly been holding
closed-door meetings with the broadcast-

ing and entertainment industry regarding the
Broadcasting Services (Regulation) Bill, 2023,
and while a draft was circulated last year, subse-
quent editions are only being given to a few select
stakeholders — under strict terms of con�dential-
ity. Each copy of the newest draft has been pro-
vided with a unique watermark that can identify
“leaks”, if any. Public consultations are an inte-
gral part of making laws that a�ect many Indians,
a fact that was recognised by the government’s
2014 Pre-Legislative Consultation Policy, which
recommends extensive public outreach before
lawmaking. While the government circulated the
earlier version of the Bill to the public, it seems to
have insisted on withholding responses, and has
chosen to take just a few stakeholders into con�-
dence. This approach ignores online creators,
large parts of the media industry, and civil socie-
ty — the very stakeholders who have the most to
be concerned about with media regulation. The
Bill would expand an already comprehensive reg-
ulatory framework that has been criticised as
having a chilling e�ect, discouraging free expres-
sion in a range of media spanning news and en-
tertainment. This has been evident, for instance,
in the toning down of OTT streaming platforms’
content since the passage of the IT Rules, 2021. 

Cast in that light, the omission of meaningful
public consultation — a growing problem in much
of policymaking across Ministries — may be less a
sin of omission and more a deliberate strategy of
gatekeeping major policy changes, and deciding
who gets to have a say in them. While the indivi-
dual laws that are being deliberated in this way
may be concerning, the process in and of itself is
cause for signi�cant alarm. When it comes to me-
dia regulation, for instance, the interests of esta-
blished corporate stakeholders might not always
coincide with those of the emerging crop of crea-
tors, independent commentators, social media
users and independent journalists who are also
likely to be impacted by the Broadcasting Bill.
Without a right to know other stakeholders’
points of view — let alone respond to them — the
quality and sincerity of this proposal can only be
deeply suspect. The government must cease
methods of policymaking that may be quick and
unfussy, but diminish public trust in their intent.
Meaningful public consultation does not con-
strain the ability of lawmakers to proceed with
their intended course of action in any case; all it
does is to put diverse points of view across. Hur-
ried and gate-kept consultations may well end up
begetting �awed and exclusionary legislation. 

Private consultation 
Government’s gatekeeping of critical
debates hurts trust in policymaking 

I
ndia’s torturous saga on the fate of genetical-
ly modi�ed food crop made another pit stop
last week with a two-judge Bench, of Justices

B.V. Nagarathna and Sanjay Karol of the Supreme
Court of India, delivering a split verdict on the
question of allowing genetically modi�ed (GM)
mustard in farmer �elds. As of today, the only GM
seed permissible in India is cotton. The gain in
cotton yield had prompted agricultural institu-
tions, private and public, to develop GM seeds in
food crops such as rice, wheat, tomato, brinjal
and mustard though none has been released.
These issues underpin the story of DMH-11, or
Dhara Mustard Hybrid-11, that was developed un-
der a publicly funded project at the Delhi Univer-
sity’s biotechnology department. The genes used
in the plant make the crop suitable and lucrative
to private seed companies for making newer hy-
brid varieties. For crops to be approved under In-
dia’s agricultural system, they must be sown over
three seasons in di�erent agro-climatic zones and
prove themselves to be consistently better than
their existing comparators. Trials conducted over
three years by the Indian Council of Agricultural
Research suggest that DMH-11 passed these me-
trics. This led the GEAC, the scienti�c advisory
body led by the Ministry of Environment and For-
ests, to approve DMH-11 in October 2022, subject
to certain tests. On the other hand, environmen-
talist groups have said that the DMH-11 is a ‘herbi-
cide tolerant’ crop. It is genetically coded in a
way that e�ectively forces farmers to use certain
kinds of pesticide, with destructive environmen-
tal consequences; the allegations are that the de-
velopers were not transparent with this informa-
tion. These �ndings, and the GEAC approval,
have been contested in the Court by Aruna Ro-
drigues and the organisation, Gene Campaign.

The judges disagreed among themselves
whether the GEAC was correct. Justice Nagarath-
na said that the GEAC had violated the ‘precau-
tionary principle’, under which any new organ-
ism or modifying technology should, by default,
be caged in unless its consequences are deliberat-
ed upon. Justice Karol, however, appeared to be
satis�ed by the process. Therefore, the case pass-
es on to a larger Bench led by the Chief Justice of
India. However, the most signi�cant decision was
a Court order to the Centre to evolve a policy on
GM crops. The dispute over GM crops is funda-
mentally ideological and less on the traditional
agricultural yardsticks of yield and farm econom-
ics. This is ampli�ed by India’s agricultural histo-
ry where a panacea from yesteryears, hybrid
seeds and synthetic fertilizer, while improving
yields and productivity, have unleashed environ-
mental harm. In their decisions, the Court and
the government must remember that the good
ought not to be seen as the enemy of the perfect.

Contested harvest 
GM crops might not be perfect, but
what matters is that they are useful

I
n the coming weeks, a seven-judge Bench
of the Supreme Court of India is slated to
hear arguments over critical questions
governing the contours of a Money Bill.

The Court’s ultimate ruling will have
rami�cations on a slew of legislation that has
been enacted in recent years without the Rajya
Sabha’s approval. 

At stake too in the case are the future of India’s
federal architecture and the various delicate
balances on which the Constitution’s divisions of
power rest.

The reference to the seven-judge Bench
emanates out of a verdict rendered in November
2019, in Rojer Mathew vs South Indian Bank Ltd.,
in which the Finance Act, 2017, was under
challenge. The Act, which was passed after its
certi�cation as a Money Bill, radically altered the
authority and jurisdiction of 26 di�erent
tribunals. It abolished some of these bodies,
merged together others, prescribed quali�cations
for appointment of members, and imposed
various other stipulations, including conditions of
service.

Articles and de�nitions
In Rojer Mathew, the petitioners argued that these
changes were far too extensive to meet the
criteria required of a Money Bill. Under India’s
constitutional structure, for a Bill to turn into law,
it must obtain the sanction of both Houses of
Parliament. The only exception, which is
contained in Article 109, allows Money Bills to be
enacted as law with only the Lok Sabha’s
approval. The Rajya Sabha may make
recommendations on the Bill, but any suggestions
from it would not bind the Lok Sabha in any way.

Article 110(1), which de�nes a Money Bill,
creates a deeming �ction. It details a list of
subjects, including the imposition or abolition of
a tax; the regulation of the borrowing of money;
the appropriation of cash out of the Consolidated
Fund of India; and any matter “incidental” to the
speci�ed subjects. So long as a draft law contains
only provisions dealing with all or any of the
matters enlisted in the clause it would be deemed
a Money Bill. Article 110(3) further makes it clear
that the Speaker of the Lok Sabha shall have the
�nal say in determining whether a proposed
legislation is a Money Bill or not.

On a simple reading of the de�nition, it ought
to be obvious that the use of the word “only”
means that a Bill that has subjects in it which are
more than merely attendant to those delineated
in Article 110(1) can never qualify as a Money Bill.
Yet, this is precisely what the Finance Act, 2017,
sought to do.

Usually, a Finance Act is passed at the
beginning of every year to outline the state’s �scal
plans. But here, the law made sweeping changes
to the functioning of tribunals, invading, in the
process, principles essential to the maintenance
of the judiciary’s independence. The law, quite
apart from rearranging panels and bodies, also
granted to the Union Executive a carte blanche to
make rules on how the subsisting tribunals were
to be administered.

There is no doubt that the Finance Act had
elements in it that touched on subjects contained
in Article 110(1). For example, the law determined
salaries payable to members of tribunals out of
the Consolidated Fund of India. Those clauses
could be attributable to items which would
ordinarily be termed a Money Bill. But, for the
most part, the legislation made amendments to
substantive laws, and encroached into areas well
beyond the subjects enlisted in Article 110(1).

A colourable exercise of power
In many ways, the Court’s job in Rojer Mathew
ought to have been simple enough. After all,
under no circumstances could changes through a
Money Bill to terms of o�ce, or the conferral on
the executive of unbridled power to regulate
tribunals through delegated legislation, or the
incorporation of provisions on quali�cations for
appointment through a Money Bill be seen as
anything but an act of subterfuge. It was,
therefore, plainly evident that the Finance Act,
2017, was a colourable exercise of power. The
Constitution’s plain language had been perverted
with a view to defeating its basic thrust.

Still, the majority on the �ve-judge Bench saw
itself constrained by prior precedent. It found
that a coordinate Bench, in K.S. Puttaswamy vs
Union of India (2018) (where the validity of the
Aadhaar regime was challenged), had failed to
provide su�ciently clear bright-line rules on the
standards to be employed in reviewing a
Speaker’s decision to certify a draft law as a
Money Bill. In particular, the e�ect of the word
“only” in Article 110(1), the Bench said, had been
overlooked in K.S. Puttaswamy.

Justice A.K. Sikri, who wrote the majority
opinion there, concluded that because Section 7
of the Aadhaar Act concerned subsidies, bene�ts
and services, for which expenditure was to be
incurred from the Consolidated Fund of India,
the law met the conditions of a Money Bill. What
he failed to account for was the veritable welter
contained in the other provisions of the statute.
These ranged from enrolment to the scheme
based on demographic and biometric
information and the obtaining of consent from

individuals before information was collected, to
the creation of o�ences and penalties and the
establishment of a statutory authority to
administer the process.

Properly construed, these matters could
scarcely be seen as incidental to the subjects in
Article 110(1). It now falls within the remit of the
seven-judge Bench to consider the implications of
the word “only”. Any decision from it will have
enormous consequences. This is because both
before and since the reference in Rojer Mathew,
there have been other instances where the Rajya
Sabha has been bypassed.

Notably, the Finance Act, 2019, made
far-reaching amendments to the Prevention of
Money Laundering Act, 2002 (PMLA) through a
Money Bill. The changes made included
alterations to the de�nition of what constitutes
“proceeds of crime” and a bestowal on the
Enforcement Directorate of draconian powers of
arrest, attachment, and search and seizure. The
Supreme Court upheld many of these
amendments, in Vijay Madanlal Choudhary vs
Union of India (2022), but kept open the question
of whether the amendments could have been
validly made through a Money Bill.

The role of the Upper House
Any ruling from the seven-judge Bench is,
therefore, likely to carry considerable purport.
But beyond the laws on which it will have an
impact, there is, as Justice D.Y. Chandrachud
pointed out in his concurring opinion in Rojer
Mathew, something far deeper at peril: the role of
the Upper House in acting as a mirror to the
pluralism that our nation represents.

“[The Rajya Sabha] is an indispensable
constitutive unit of the federal backbone of the
Constitution,” Justice Chandrachud wrote.
“Potential di�erences between the two houses of
the Parliament cannot be resolved by simply
ignoring the Rajya Sabha. In a federal polity such
as ours, the e�cacy of a constitutional body
created to subserve the purpose of a deliberate
dialogue, cannot be defeated by immunising from
judicial review the decision of the Speaker to
certify a Bill as a Money Bill.”

Money Bills are a means of ensuring that the
Rajya Sabha does not scuttle the e�orts of the
government of the day to access the treasury for
basic administration. To use the measure as a tool
to circumvent the Council’s role in serving as a
check on the state’s legislative function amounts
to playing a ruse on the Constitution. Should the
Court allow this practice to go unchecked, it
might well endanger the foundations on which
our democracy stands.

A verdict on the Money Bill that India awaits 
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T
wo democracies, two elections and two
path-breaking results. In June this year,
Prime Minister Narendra Modi became

the second leader in Indian history to win a third
consecutive term. In July, the Labour Party under
Sir Keir Starmer achieved a landslide victory in
the United Kingdom. This is a new chapter of the
U.K.-India partnership.

There are positive signals in the U.K.
Government’s engagement with India. The
Labour Party has pledged to pursue a “new
strategic partnership” with India. As part of this,
we are eager to see a swift conclusion of the
U.K.-India Free Trade Agreement (FTA) and
deeper cooperation on security, technology,
climate change, and education. It is good to see
the U.K.’s Secretary of State for Foreign,
Commonwealth and Development A�airs, David
Lammy, visit India within a month of taking
o�ce.

The ‘2030 Roadmap’ has delivered. Bilateral
trade stood at £39 billion in 2023. Both countries
are investing signi�cantly in each other’s
economies, employing around eight lakh people
between both countries currently.

However, we call on both governments to
agree on a new Roadmap to 2047 to unlock the
full bene�ts of this partnership.

India matters and it matters now
India’s global position is undisputed. Its
immensely successful G-20 Presidency in 2023,
remarkable moon landing, primacy in digital
public infrastructure, and soon-to-be the world’s
third largest economy are testament to this. The
organisation I lead, the U.K. India Business
Council, is on a mission to help the U.K. and its
companies understand this better and update
how they see the Indian opportunity. India is not
simply a market but a strategic partner — part of
our research and development (R&D) chain,
technology chain, talent chain and supply chain.

This is also a message we are conveying to the
new government in the U.K., which must
prioritise India and forge an equal economic
partnership, creating jobs and prosperity in both

countries. A swift FTA would be a game changer
— it is the foundation of a new structure we can
build, and central to that structure is technology
and R&D collaboration. India has the best return
on investment (ROI) per dollar of R&D spend in
the world — look at what the Indian Space
Research Organisation has achieved. Equally,
Indian �rms are eager to work with U.K.
companies and our world-class universities.

We can think big here. The two countries have
a long-standing health-care partnership,
successfully developing the life-saving malaria
vaccines to address a global challenge. Can we
enhance more U.K. clinical trials in India, share
health-care research and support knowledge
transfer? 

The U.K. is investing to support innovative
sustainability technology and British banks
provide billions in climate �nancing to India. Our
university members are collaborating with Indian
industry to help develop talent for India and the
world. And partnerships with Indian universities,
through innovative Transnational Education
routes, can help o�er world-class higher
education in India.

Key areas of alignment
Last year’s landmark G2G agreement to
collaborate on science and innovation points the
way.

The U.K. and India are natural partners in
defence and security.

The U.K. once provided most of India’s defence
equipment. Today, it has a mere 2.5% market
share. India is focused on indigenisation, building
reliable defence technology supply chains,
securing access to critical technology, increasing
exports, and creating domestic manufacturing
jobs. The U.K.’s mature and sophisticated defence
industry can support this mission. The successful
visit to the U.K. by India’s Defence Minister
Rajnath Singh in January 2024 (the �rst by a
Defence Minister in 22 years), indicates that
momentum is rising.

Mobility is another area where the two
countries seamlessly align. Getting this right for

students and skilled professionals is vital. It will
impart trust and of mutual con�dence, sending a
strong message to Indian investors that the U.K. is
welcoming. The U.K. has a positive story to tell on
mobility. Over the last year, about 3,50,000 visas
have been issued to Indian nationals for work,
education or as dependants. We need to further
champion this ‘living bridge’.

Unlocking full potential
The ideas above are just the tip of the iceberg.
The potential for a deeper U.K.-India economic
partnership is vast — this will require work from
both nations. In India, we would welcome further
business environment reforms.

British companies are committed to
manufacturing in India and welcome policies that
help integrate India into their supply chains
without impacting their e�ciency. For example: a
facilitative tari� and standards regime would help
unlock signi�cant in�ows.

It is essential to have taxation policies and
regulatory treatment that ensure parity and
level-playing �eld across all investors.

British investors are keen to bring and
co-create new Intellectual Property (IP) in India
with Indian partners, if policies can provide
adequate protection and commercial
compensation for their IP.

Ease of doing business optimisations, such as
shorter timelines for approvals and a more
consistent, transparent approach across
government departments, States and regulators
for clearances, are also important.

We will continue working closely with both the
governments to deepen the strong bilateral
economic partnership that improves lives
globally.

India is the most exciting economic story
today. We are at the beginning of the Indian
century, making it a great time to join forces for
greater good.

Mr. Modi’s statement, ‘The more your
friendship deepens with India, the more
prosperity accrues to both’, sets the tone for a
shared future.

Propelling the U.K. and India story 

Richard
McCallum 

CEO, UK India

Business Council

The potential
for a deeper
U.K.-India
economic
partnership is
vast, but this
will require
work from
both nations

The path ahead

Landslides in the Western
Ghats are becoming a more
frequent occurrence every
monsoon season. And the
losses for a densely
populated State such as
Kerala are severe. Experts
are of the opinion that
intense rainfall due to
climate change and
irrational land use change
in the hills are exacerbating
the crisis. But the
authorities seem reluctant

with cricket was not just as
a player but as a coach and
selector as well. 
Devendra Khurana,
Bhopal, Madhya Pradesh

Daring Gaekwad belonged
to an era of “no helmets”
and “no limit on bouncers”
bowled. He was a complete
team man and a mixture of
patience, perseverance and
elegance.

P.V. Srinivas,
Secunderabad

Politicising everything does
not yield anything,
especially at a time when
there is a huge tragedy.
Wayanad is a stern warning
with lessons that cannot be
ignored.
M. Pradyu,

Thalikavu, Kannur, Kerala

Anshuman Gaekwad

Anshuman Gaekwad was a
thorough gentleman who
played the game with a
straight bat. His association

denuded forest cover and
added to the ecological and
geological fragility of the
Western Ghats. Or so the
experts say. The disaster is a
clear case of nature
retaliating with force and
fury when it is harmed. The
lesson to learn is that
environmental concerns
should take precedence
over economic growth and
revenue generation.
G. David Milton,
Maruthancode, Tamil Nadu

practices that will provide
data on soil conditions
during heavy rain. This can
be correlated with rainfall
data.
S.S. Dev,
Kochi, Kerala

We should ask what
aggravated the landslides
more than what caused
them. Unchecked
construction, quarrying and
monocropping, and
unregulated tourism have

to act. It makes no sense to
be indulging in a
blame-game. Instead, more
data-focused mitigation is
the key. Forecasting models
need to be more location
specific. Soil parameters
such as saturation and
sliding tendencies also need
to be mapped well.
Most landslide-prone
regions in Kerala are
plantations. So, it is best
advised to incorporate
AI-technologies in farming
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F
ollowing the Union Budget, Opposition
Chief Ministers have boycotted and
walked out of the NITI Aayog meeting
chaired by the Prime Minister alleging

that the Centre is discriminating against non-NDA
States. Is the Centre being iniquitous in State
transfers? Pinaki Chakraborty and R. Ramakumar
discuss the question in a conversation moderated
by Jasmin Nihalani. Edited excerpts:

Do you think the opposition’s concerns
about bias in resource allocation are valid?

Pinaki Chakraborty: A couple of things need to
be kept in mind when we talk about biases.
Post-economic liberalisation, the Budget has
substantially declined as a tool to allocate
resources to States by the Union government. It is
no longer a public sector scheme-based allocation
that determines the resource �ow to the States.
However, this year’s Budget speech devoted a
signi�cant amount of time about schemes for
Bihar and Andhra Pradesh. The �scal
implications of such schemes need to be
assessed. In the context of aggregate resource
�ow to the States, I think the �scal implication of
such schemes is very limited.

R. Ramakumar: There are di�erent types of
transfers from the Centre to States: devolution of
taxes, loans, �nance commission grants and,
non-�nance commission grants, which are
essentially discretionary grants. This is where the
real problem lies. In discretionary grants, there
are no criteria to decide on how much each State
should get. Consequently, an element of
arbitrariness creeps in, which is not healthy for
the spirit of cooperative �scal federalism. 

If you look at the last 10 years, there were
many announcements of packages made for
selected States, coinciding with political
developments, but no rationale was provided for
these decisions and how the concerned amounts
were arrived at. We see a continuation of this
phenomenon in this Budget.

Critics say that the NITI Aayog which
replaced the Planning Commission has been
reduced to creating indices and ranking
States, fostering competitive federalism. Do
you think it should be given more powers?

PC: Abolition of the Planning Commission was
done in a context. It was largely considered by
most States, as an institution which was giving
transfers and remained outside the transfer
mechanism envisaged in the Constitution. So, the
discussion about planning for development and
transfers became a contentious issue. Greater

�exibility to the States through untied resources
was considered as an alternative. When
devolution to the States was increased to 42%, the
idea was they would have greater �exibility in
planning because the �ow of money was untied
and due to increased devolution. Given the rise in
inter- and intra-regional inequality, NITI Aayog
can give capital grants through a consultative
process with the States without introducing an
element of rigidity as seen in centrally sponsored
schemes (CSS).

RR: Earlier States had complaints about transfers
determined by the Planning Commission as it was
not a constitutional body. Yet it played an
important role in using public investment to
address regional inequalities and as an
institutional interlocutor between the Centre and
the States. So even if the States had complaints
about transfers, there was at least a forum that
they could engage with. This is no more the case
with the NITI Aayog. 

The National Development Council has also
been disbanded. The NITI Aayog has no powers.
It is a skeleton with no �nancial prowess; it is just
a think tank with no powers of enforcement. Its
powers have been transferred to the Ministry of
Finance, which makes all the decisions on
transfers outside the Finance Commission (FC)
recommendations.

What we need is a new, credible body, which
should not be seen as politically in�uenced, and
as one where States can sit with the Centre and
discuss matters professionally and transparently.
Above all, all transfers outside the FC
recommendations must be free from discretion
and also be rule-based transfers.

On the distribution of Union tax resources
among States, one side says that the States
that contribute more should have a higher
share while others say that distribution
should be done to provide comparable levels
of services across the country. What should
the 16th FC do to allay the concerns of the
States that perform better?

PC: Considering collection or origin as criteria for

tax devolution cannot solve the issue. All the
major taxes are collected in a few important
business locations. Propagating such an
argument will lead to large-scale increase in
inequality in resource distribution. 

But if due to an increase in per capita income
ranking, certain States witness a continuous
decline in transfers and that creates challenges
for their �scal stability, then it needs to be
addressed through a mechanism of grants. 

Also, all State-speci�c needs may not be
possible to address through a devolution formula
as it is to address �scal inequality. Per capita
income always would get a very high weightage.
And States with high incomes are not going to
bene�t because of that. So, if we have a
State-speci�c need, I think the ideal way would be
to provide grants. States should make a case for
needs and challenges they have and how much
money is required to address those challenges,
with the FC.

RR: I agree that one devolution formula cannot
be to the satisfaction of all the States. So, you
need to use grants judiciously to ensure that post
devolution di�erences across States are
hammered out. The devolution share itself must
also rise in the divisible pool to 50%.

The share of cesses and surcharges levied
have signi�cantly increased in the gross tax
revenues. Should the revenue from them be
shared with States or should the Centre
reduce its reliance on them?

PC: Cesses and surcharges have only increased
over time. But, the Constitution did not envisage
its continuity. It is always said that they should be
for a limited period. One reason for the increase
is the proliferation of CSS. 

RR: When the share of devolution from the net
proceeds was raised from 32% to 42%, the Centre
tried to compensate for the fall of its share in two
ways. One, by raising cesses and surcharges,
which are kept outside the net proceeds. Two, by
changing the spending ratio in CSS schemes by
thrusting 40% of the burden on the States.

If you add the total amount of cesses and
surcharges collected by this government between
2015-16, and 2024-25, it cumulatively amounts to
about ₹36 lakh crore. Not a paisa from this
amount has been shared with the States in an

untied format.
Cesses and surcharges are not unconstitutional,

but they should be charged only for limited periods
for speci�c purposes. However, many of them have
continued over many years. Some were ended but
rechristened under a di�erent name from the next
year. The other problem is that many cesses and
surcharges were collected but only partly used for
the purposes of their collection. So cesses must be
limited in number and collected for a speci�c
period. What the FC can do is increase the State’s
share in devolution from 41% to 50% because the
Centre keeps all cesses and surcharges in full and
does not devolve at all from its bounty of non-tax
revenues like the dividends received from the RBI.

Kerala’s FM argued that the revenue de�cit
grants for the State have decreased, the
borrowing limit has been whittled down and
State has lost revenues due to the fall in its
share in the divisible pool. 

PC: Revenue de�cit grants are given to those
States who as per FC assessment, have a de�cit in
their account, post tax devolution. If there is a
gap even after devolution, the State becomes
eligible for a revenue de�cit. Coming to Kerala’s
borrowing limits, there is an asymmetry in
borrowing power between the Centre and States.
States have hard Budget constraints. However,
State level hard Budget constraint is needed for
macro stabilisation. Since macroeconomic
stabilisation is a central function, the Union
government also needs to reduce its de�cit and
debt. But saying that States and Centre should
have symmetric and unrestricted borrowing
power, is dangerous from the macro stability
point of view. There has to be a restriction of
Budget constraints at the State level. At what level
is a di�erent issue.

RR: Kerala faces a hard Budget constraint not
because the State is �scally irresponsible but
because it has historically chosen to make critical
investments in its social sector. This is why a State
like Kerala would continue to need a revenue
de�cit grant. Many other States appear to be
�scally prudent and not needing a revenue de�cit
grant because they invest relatively less on the
social sector. But such prudence is achieved at a
social cost. On the other hand, Kerala has
historically su�ered in the devolution process. It
must be compensated for its losses through
grants. Revenue de�cit grants is one type, and I
hope the 16th FC continues it.

Is the Centre being iniquitous in State transfers?

PARLEY

Prime Minister Narendra Modi chairs the NITI Aayog meeting, at Rashtrapati

Bhavan Cultural Centre, in New Delhi, on Saturday. ANI
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The NITI Aayog has no powers. It is a skeleton
with no �nancial prowess; it is just a think
tank with no powers of enforcement
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L
ast month, as I sat down in the
press gallery of the Rajya Sabha to
cover Prime Minister Narendra

Modi’s speech, I noticed two pairs of eyes
watching all the journalists gathered
there. Young security personnel in grey
civvies were sitting on their haunches at
the edge of the gallery, closely following
our hand movements as we took down
notes. Two others stood by their side.
The men took turns to observe us. This
was perhaps the �rst time, after parlia-
ment security was handed over to the
Central Industrial Security Force, follow-
ing a security breach in December 2023,
that journalists were being subjected to
such intense scrutiny in the press gallery.
Security personnel were present in the
press galleries of the old Parliament
building too, but they would observe us
from a distance. What has changed is the
scale of deployment and level of scrutiny.

Entry into the press gallery has been
heavily restricted since COVID-19. Only
two people from one organisation are al-
lowed into the premises. After legislative
business moved to the new Parliament
building last year, separate entries were
consigned for journalists, o�cials, and
Members of Parliament (MPs). This was
not the case in the old Parliament build-
ing. Today, journalists are frisked four
times and have to walk down a long win-
dowless corridor dotted with security
cameras in order to reach the gallery.

Earlier this week, TV journalists and
camerapersons were con�ned to an air-
conditioned glass enclosure. Their move-
ment around Parliament, or Makar Dwar,
was apparently causing inconvenience to
the MPs. This happened days after farm
leaders who had come to meet the Lead-
er of the Opposition, Rahul Gandhi, in
Parliament, spoke with reporters.

Some may ask why journalists need to
be present in Parliament at all, as Sansad
TV relays the proceedings live. But TV
cameras cannot capture what journalists
can: interactions, camaraderie, and ban-

ter in the House. Opposition members
reach out to the Treasury benches and
vice-versa, and members move from
their designated seats to catch up with
colleagues. All this gives us a glimpse of
the bonhomie in Parliament and the va-
rious equations in the corridors of power.

On July 3, minutes before Mr. Modi was
to begin his speech, Bharatiya Janata Par-
ty (BJP) members requested Ministers be-
longing to the Janata Dal (United) and the
Telugu Desam Party (TDP), two of the
BJP’s key alliance partners, to move to
the front row. The JD(U)’s Lallan Singh,
who was sitting at the rear end, was re-
quested to go to the front row, but he was
reluctant to move. I noticed BJP Minister
Ashwini Vaishnav hold Mr. Singh’s hand
and lead him to the front benches. Simi-
larly, one of the BJP MPs o�ered a second-
row seat to TDP Minister Ram Mohan Nai-
du. The idea, it seemed, was to show a
united alliance.

It is not only Parliament that is squeez-
ing the space accessible to journalists. At
government functions, the refreshments
corner, where reporters could meet o�-
cials for candid conversations, has also
been blocked over the last decade. Usual-
ly, the Minister or the chief guest would
interact with journalists in these corners
after the function ended. Now, security
personnel are stationed so that journal-
ists do not dare enter the VIP enclosure.
At one such function, a security person-
nel told me, “We have arranged tea and
snacks for you at the other end.” The sug-
gestion that journalists attend events for
“tea and snacks” spoke volumes about
the perception of the media.

By cutting down access, politicians or
the bureaucrats may heave a momentary
sigh of relief; they will no longer have to
be troubled by the questions posed by
some journalists. However, democracies
thrive and survive only when they have
an inquisitive media landscape. As far as
stories are concerned, they will never
stop. Truth will �nd its way.

vijaita.singh@thehindu.co.in

The growing problem of restricted
access 

The space for journalists is being squeezed in Parliament and
government functions 

Vijaita Singh

NOTEBOOK

Waves of glory

PICTURE OF THE WEEK

X

Brazil’s Gabriel Medina reacts after getting a large wave in the 5th heat of the men’s surfing round 3, during the Paris 2024 Olympic Games, in Teahupo’o, on the French

Polynesian Island of Tahiti, on Monday. AFP

Manila, Aug. 1: Srimathi M.S. Subbulakshmi
was named winner of the 1974 Ramon
Magsaysay Award for public service to-day.
She was cited having performed “exalting
rendition of devotional songs and
magnanimous support of numerous public
causes in India over four decades.” The

Magsaysay Foundation Board of Trustees said
Srimathi Subbulakshmi was acknowledged as
“the leading exponent of classical and
semi-classical songs of the Carnatic tradition.”
She had raised more than $ one million for
social causes with her singing of South Indian
classical songs and Bhajans. “These
contributions have bene�ted charitable
foundations for the poor, hospitals,
orphanages, school and music and journalism
institutes,” said the Award Committee. The
award was the �rst of a series of annual
Magsaysay Awards — named after the late
Philippines President — to be given this week.

FIFTY YEARS AGO AUGUST 2, 1974

Magsaysay award for 
M.S. Subbulakshmi 

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

London, Aug. 1: The House of Commons to-day
approved the agreement with Marconis, with
reference to the construction of beam wireless
stations for communication between Dominions
Britain and India (see cable of 23rd July). Mr.
Hartshorn said, it was understood an
arrangement was being made with Australia and
South Africa for erection of beam stations, as it
was already arranged with Canada. 

A HUNDRED YEARS AGO AUGUST 2, 1924

Empire wireless scheme. 
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Indians who died
while working in
Russian armed forces

8
The government has received

requests for the facilitation of early

discharge of some Indian nationals

recruited into the Russian armed forces in

unclear circumstances, Minister of State for

External Affairs informed Parliament. PTI

NEWS IN NUMBERS

The Indian tourists
who visited Nepal in
July by air

21,500
Indians

formed

the

largest chunk of tourists coming by air to

Nepal. Nepal received a total of 64,599

foreign tourists. PTI

Time taken by Pan
Zhanle to �nish 100m
free-style in Paris

46.4
in seconds. Pan

Zhanle of China

broke his own world

record by winning the men’s 100-metre

freestyle on Wednesday night. This is

China’s first swimming gold medal. AP

The Goods and
Services Tax collection
in the month of July

1.82
in ₹ trillion. This is a rise

of 10.3% from the same

period last year, the

government said. The government had

collected 1.65 trillion rupees as GST in the

same month last year. REUTERS

Average monsoon
rainfall recorded in
India since June 1

453.8
in mm. India is

predicted to

record

above-normal rainfall in August and

September, the IMD said. PTI

COMPILED BY THE HINDU DATA TEAM

The story so far:

T
he Union Budget for 2024-25
promised that “a policy for
promoting pumped storage
projects will be brought out for

electricity storage and facilitating smooth
integration of the growing share of
renewable energy with its variable and
intermittent nature.”

Why is pumped storage important?
India has planned to create an ambitious
500GW of non-fossil fuel energy by 2030.
In around two years, from 2021 to 2023, it
created some 23GW of non-fossil
generation capacity. Out of the total 10GW
added in eight months in 2023-24, 7.5GW
were from wind and solar energy,
pointing to how renewables will account
for most of the new power generation that
will be added in India. The share of actual
renewable power generation will increase
in times to come, but this power will
necessarily vary and will be “in�rm”.

Indian policies have laid down that all
the power that renewable sources
generate should be used and their
curtailment should be last priority.
State-of-the-art forecasting techniques
have helped to predict more accurately
how much renewable power generation
might vary in the course of a day. This has
helped grid operators plan in advance
how to increase or decrease power
generation from other sources to provide
steady power to the consumer. For
example, hydro power generation can be
quickly ramped up or down in a matter of
seconds. However, coal and nuclear
energy need hours of notice.

When the world’s attention turned to
renewables and the problem of variable
power generation, many solutions were
proposed for storing energy and releasing
it when wind and solar power generation
are down. Until then, no electricity
generated was stored at a large scale.

Some of the proposed energy storage
methods include scaling up batteries and
pumping in compressed air into large
caverns and then drawing on them to
generate power when required. However,
much of the energy storage adopted
across the world today is pumped storage
that uses water. These are like super large
batteries but natural and use water.

Does India have pumped storage?
India has 3.3GW of pumped storage. Main
ones are in Nagarjunasagar, Kadana,
Kadamparai, Panchet and Bhira. China
leads the world with 50GW of pumped
storage supporting 1,300GW of wind and
solar energy. India would need to ramp
up its pumped storage capacity by several
times if it wants to meet its renewable
power generation targets.

Pumped storage is of two types: on

river and o� river. On-river is like any
hydroelectric project supplied by a river.
O�-river projects are those that have two
reservoirs at two di�erent levels to which
the water can be pumped up or let down
under gravity in a closed loop. When
there is surplus power, water is pumped
up from the lower reservoir to the upper,
and when power is needed the water can
�ow down to turn the turbines and
generate power. One such project is at
Kadamparai, Tamil Nadu.

How does pumped storage at
Kadamparai operate?
In Tamil Nadu, at noon on a typical day in
July, wind and solar can generate half of
all power. This is among the highest in the
country. On a summer day, solar plants in
Tamil Nadu currently produce some
5,000MW at noon. But that power

dwindles and drops to zero at sunset.
Wind also has its own vagaries. Tamil
Nadu has peaks of around 17,000MW to
20,000MW on a daily basis. This year in
July, maximum wind power generated
reached 5,499MW and maximum solar
reached 5,512MW. Wind and solar energy
have must-run-status in the State which
means whatever energy they produce
must be taken.

The Kadamparai plant in Coimbatore
district that came up some 37 years ago
has four units, each 100 MW. The plant
has a higher reservoir that is at a height of
around 380m above a lower reservoir.
Each unit has a turbine generator set
producing power when the water �ows
from the upper reservoir to the lower.
The same unit can function as a pump
consuming power when it pumps water
from the lower to the higher reservoir.
Power managers plan in advance for the
next day on how much and when to
operate each power plant in the State
based on factors such as demand
expected and forecast of wind and
sunshine conditions. Typically, around
noon, there is a power surplus coming
from solar energy. That power is used to
pump up the water at Kadamparai. Each
unit needs 20% more power to operate as
a pump than what it can produce as a
generator. But since it is solar energy, no
fuel is being burned to produce the
required power.

When the Kadamparai plant is
operating as a pump to store energy, it
would need about an hour and a half to
switch to generating mode. When
stopped, it would need about half hour to
start and generate a full load. When solar
generation stops and the evening peak
load begins after 6pm, the Kadamparai
plant becomes a generator. It can produce
400MW of full power for three to four
hours and help support evening peak
loads. Sometimes the plant is operated at
less than full load late into the night
depending on the conditions. The upper
reservoir has around 1 TMC feet of water.
Leakages are marginal and are often
replenished by natural rainfall.

The relevance of pumped storage projects
Why is renewable power generation subject to variations and weather changes? How do power managers decide which energy source to use? Where are some of

the pumped storage projects of India situated? How do the reservoirs in Kadamparai, Tamil Nadu operate?

Power centre: The Kadamparai Cavern Power House. 

M. Kalyanaraman
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The story so far:

O
n July 18, the newly
constituted European
Commission (EC), the
executive arm of the European

Union, elected Ursula von der Leyen, the
EC’s �rst female President, for a second
term. Ms. Von der Leyen, of the
centre-right European People’s Party
(EPP), won by a clear majority of 40 votes
unlike the razor-thin nine vote margin she
secured in 2019. 

How is the EC President chosen?
The selection of the EC President entails a
two-stage process in consonance with the
results of the parliamentary polls. The
candidate is initially proposed and elected
by the European Council — comprising
the leaders of the EU’s 27 member
countries — and subsequently put to a
secret ballot in parliament.
Conventionally, the Council’s choice has

been a straightforward a�air, determined
essentially by the steady dominance of
top three of the bloc’s eight political
groups, namely the EPP, the centre-left
Socialists & Democrats (S&D) and the
liberal Renew group.

Yet the decision regarding Ms. Von der
Leyen’s candidature was not unanimous.
Brothers of Italy, the party of Giorgia
Meloni, Italy’s far right Prime Minister,
had bagged the maximum number of
seats in the EU parliamentary polls. The
European Conservatives and Reformists
(ECR), the far-right caucus Ms. Meloni
heads, had for a short time managed to
muster the numbers to be counted the
third largest group in the legislature. Italy,
moreover, is one of the EU’s six founder
members and the bloc’s third largest
economy. Given this formidable
background, the Italian far-right caucus
was straining every nerve to exert Rome’s
clout on the EU stage. While EU leaders
and heads of the three main groups
�nalised Ms. Von der Leyen’s

candidature, Ms. Meloni took strong
exception to her exclusion from the
meeting. In the end, Ms. Meloni and the
hard-right Hungarian Prime Minister
Viktor Orban disapproved the decision,
leaving it to the remaining 25 leaders to
back the Council’s nominee. 

What about the vote in parliament?
The ripples from Ms. Meloni’s abstention
in the Council were felt across the board,
giving momentary pause for Ms. Von der
Leyen’s prospects for automatic
reinstatement by the legislature. There
were even murmurs of the Council calling
for a possible second vote in case
parliament rejected her appointment. 

Eventually, Ms. Von der Leyen secured
401 votes, exactly the number of seats
held by the parliament’s three main
political groups supporting her, and well
over the halfway mark in the 720-strong
house. It fell to the 53 MEPs s from the
Green party to come to Ms. Von der
Leyen’s �nal rescue, backing for the �rst

time a commission nominee. The revival
of the landmark Green Deal to achieve net
zero emissions by 2050, in return for the
party’s critical support, remains to be
seen. Ms. Meloni and the ECR are for now
a much reduced force. A more potent
threat facing EU centrists is the newly
launched Eurosceptic and anti-immigrant
Patriots for Europe group, which has
overtaken the ECR and is now the third
largest bloc in parliament.

What will be the challenges Ms. Von
der Leyen will have to face?
The bloc’s most powerful institution, the
EC, speaks as a single voice on external
a�airs and proposes legislation covering
areas that require collective action, sifting
through competing claims arising from
divergent national and ideological
perspectives. The most complex exercise
of them all is the formulation of the bloc’s
seven-year budget. Crucially, Ms. Von der
Leyen has pledged to tie national
disbursements from the EU budget to the
observance of the rule of law and plans to
impose conditions relating to the respect
for fundamental rights for availing other
funds. With far-right parties heading
national governments or in coalition,
democratic backsliding could be a matter
of some concern in the coming years.

Ms. Von der Leyen’s second term
would be anything but smooth sailing, as
she seeks to appease and accommodate
particular political constituencies. 

The writer is Director, Strategic
Initiatives, AgnoShin Technologies.

On election of the European
Commission president 
Why did Giorgia Meloni, Italy’s far right Prime Minister, disapprove of the European Council’s decision on

Ursula von der Leyen’s candidature? What are some of the challenges ahead for the European Union?

Garimella Subramaniam 
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T
he recent �ooding of the
basement of a coaching
institute in Delhi has drawn our
attention to the precarious

living conditions of UPSC aspirants. While
the tragic event has highlighted several
systemic lapses, it also alludes to the
gruelling journey countless students
embark on while facing academic and
economic pressures. These pressures end
up taking a toll on their mental health. As
per the National Crime Records Bureau
(NCRB)’s ADSI report 2021, an alarming 35
students end up taking their lives every
day. Lokniti-CSDS data reveals that about
a quarter of UPSC aspirants know
someone who has either harmed
themselves or attempted to commit
suicide due to pressure. 

Reasons for overwhelming pressure
The academic rigour required for clearing
the UPSC examinations is daunting. The
syllabus is vast and aspirants end up
studying 10-12 hours a day, sacri�cing
sleep, a social life and sometimes, even
basic self-care. The perpetual need to stay
updated with current events adds to the
burden, creating a vicious cycle of stress.
In fact, our data reveals that nearly half of
the students have been frequently
experiencing self-induced pressure. This
is further compounded by an anxiety of
under-performance, which was reported
by one in every three aspirants. Fierce
competition and expectations from family
members can add to this burden. About
one-third of the students reported that
they have ‘often’ or ‘sometimes’
experienced peer pressure (36%), while
another quarter cited family pressure in a
similar vein (24%) (Table 1).

Economically, the stakes are high.
Many aspirants come from humble
backgrounds, making the preparation
process a signi�cant �nancial investment.
In our study, a signi�cant number of
students come from low-income groups.
Data indicates that less than one sixth
(15%) of the aspirants have a monthly
family income between ₹30,000 and
₹50,000, while close to two of every 10
(17%) of the students’ families earn less
than ₹30,000. It is also important to note
that another one sixth (16%) of UPSC
aspirants have a farmer as the main
earner, and a little less than one in every
10 (6%) come from families with skilled or
semi-skilled workers as the main earners.
These conditions are bound to trigger
strong aspirations. As a result, students
belonging to lower income groups were
more likely to cite a good salary as the
primary motive for choosing UPSC as a
career path than those who have a higher
family income (14% with a monthly
income of less than ₹20,000 versus 5%
with ₹50,000 and above). 

Coaching fees further exacerbate
�nancial pressures. Data indicates that
close to half (43%) of the aspirants spend
₹1 to ₹2 lakh annually on coaching, 29%
spend ₹2 to 3 lakh, while only 5% spend
more than ₹3 lakh. Additional costs for
housing, meals, stationery, and transport
can again become cumbersome. While a
majority reported having received
�nancial support from home, one �fth

(20%) of the students found it insu�cient.
To cover the shortfall, three in 10 students
engaged in part-time jobs, while 8%
o�ered tuitions. About 20% have
borrowed money and one seventh (14%)
manage by cutting costs. Only one sixths
(16%) turn to their parents for additional
funds. This pressure was signi�cantly
more pronounced for students from
low-income families. 

Recent paper leaks of the NEET and
UGC NET have heightened stress about
the integrity of exams. While a large
number of students have said that these

alleged paper leaks were planned (NEET –
63%, UGC NET – 45%), it does create
anxiety about the possibility of a paper
leak for the UPSC exam as well. When
asked about their degree of worry, one in
every three UPSC aspirants expressed the
fear of a possible leak, with less than one
in every �ve (19%) students worrying ‘a
lot’. Moreover, the pressure to succeed is
so intense that one seventh (14%) of the
students say that they have to clear the
exam no matter what, whereas another
2% plan to work part time to prepare for
re-examination.

Impact on mental health
The relentless pressure to succeed,
compounded by the fear of disappointing
family and friends can lead to a host of
complications impacting mental health.
When asked about their experiences with
stress, loneliness, and fear of
underperformance, six in 10 (60%)
aspirants reported having feelings of
loneliness, while seven in 10 experienced
stress and fear of poor performance
(Table 2). It was important for us to
distinguish whether these high levels of
stress were pre-existing or a result of

UPSC preparations. In a bid to
understand this, we asked the aspirants
about their experiences.

Majority of aspirants reported an
increase in nervousness, frustration,
loneliness, fear, anger and sadness since
starting their preparation (Table 3). In
fact, over half the students indicated that
these emotions have increased, except for
anger, which was reported by four in 10
students. Although there was no
signi�cant change in feelings of
depression and jealousy, a substantial
proportion of students — three in 10 for
each emotion — reported that these
feelings had increased since the start of
UPSC preparations. 

Regarding their overall mental health,
four in 10 students reported improvement
compared to before they started
preparing for UPSC. This positive change
could be due to many factors like
personal growth, a set routine, and
motivation from being surrounded by
like-minded peers with same goals. Three
in 10 UPSC aspirants reported a
worsening of their mental health, while
two in 10 indicated that there has been no
change in their mental health. (Table 4). 

Various coping mechanisms
Having a strong support system is crucial
to managing stress. A majority of the
aspirants reported having a con�dant
whom they could share their feelings
with. However, one in every �ve (22%)
indicated lacking such support.

Students cope with pressures in
various ways. When asked how they
de-stress during times of extreme stress,
four in every 10 (38%) reported that they
watch web series, TV, or listen to music.
Three in 10 engage in physical exercises
or meditation, while a similar proportion
reach out to a family member for support.
One sixth (17%) of students reported that
they go to sleep when facing extreme
stress. While the majority has resorted to
healthy coping mechanisms, some
students used methods that can have a
detrimental impact on their mental
health. Among them, one in every 10
(10%) resumed studying when stressed.
While this may help deal with immediate
anxiety, it can have debilitating e�ects in
the longer run. Similarly, 6% indicated
that they resort to smoking or alcohol. A
matter of concern is that, while most
students have used di�erent ways to
cope, 2% of aspirants said that they do not
know how to handle stress at all (Table 5). 

When students are unable to cope with
stressful situations, they approach a
mental health professional. Alarmingly,
the burden has mounted so much for
students that one in every �ve (19%) felt
the need to speak to a therapist since
starting UPSC preparations. But only 6%
actually ended up visiting one (Table 6).
For others, concerns such as a�ordability,
fear of being judged, lack of access
became a hurdle in reaching out, while
others had a preference to manage issues
independently. 

Similarly, needing medical prescription
like sleeping pills or anti-depressants also
allude to a deteriorating mental health.
One in every 10 respondent agreed to
have taken each of them, since they
started preparations. 

The journey of cracking the UPSC
exams is undeniably challenging,
demanding dedication and resilience.
However, the psychological toll it takes on
the students cannot be ignored.
Addressing mental health challenges
through self-care, support systems, and
professional help is very important.
Recognising the importance of mental
health is the �rst step towards ensuring
that aspirants are not only academically
prepared but also mentally resilient. 

Suhas Palshikar is chief editor of Studies
in Indian Politics. Vibha Attri and Devesh
Kumar are researchers at Lokniti-CSDS.

Mental health matters: the psychological
pressures of UPSC preparation
The relentless pressure to succeed can lead to a host of complications for UPSC aspirants. When asked about their experiences with stress,

loneliness, and fear of underperformance, six in 10 aspirants reported having feelings of loneliness, while seven in 10 experienced stress 

Suhas Palshikar 
Vibha Attri
Devesh Kumar

X

QUESTION 1

Who won the first ever
medal for India in the
Olympics? 
X

QUESTION 2

Who won the first
individual medal for India
after independence? 
X

QUESTION 3

Who scored a hat-trick for
India in the Olympic
Football match, becoming
the first Asian to do so? 
X

QUESTION 4

Which father and son duo
won medals in the Olympic
Games for India in the

same sport? 
X

QUESTION 5

Which father and son duo
won medals in the Olympic
Games for India in di�erent
sports? 
X

QUESTION 6

Who was the captain when
India last won a Gold medal
in Hockey in the 1980
Moscow games? 
X

QUESTION 7

Who is the first Indian
woman to win an individual
medal at the Olympics? 
X

QUESTION 8

Who are the Indian women
to have won multiple
medals in Olympic Games? 

Questions and Answers to the previous day’s daily quiz: 1. The term
used for 26 member states of the Swiss Confederation. Ans: Canton

2. This famous line also attributed to the protagonists in Alexander
Dumas' The Three Musketeers is also considered Switzerland's un-o�icial
motto. Ans: Unus pro omnibus, omnes pro uno (One for all, all for

one)

3. The other flag other than the Swiss flag which is square in shape. Ans:

Vatican City

4. There are four o�icial languages of Switzerland. They are German,
French, Italian and this. Ans: Romansch

5. The traditional name of Switzerland which is mentioned on its postage
stamps. Ans: Helvetia

6. The cities which host the headquarters of the International Olympic
Committee and World Health Organization. Ans: Lausanne and Geneva

respectively

7. Name the festival held in Interlaken, once every 12 years, which
features competitions of stone throwing, wrestling, and yodelling. Ans:

Unspunnenfest

Visual: Name this Swiss humanitarian whose work earned him the first
Nobel Peace Prize in 1901. Ans: Henri Dunant, the co-founder of Red

Cross

Early Birds: K.N. Viswanathan| Debopriyo Mukherjee| Debarati Kar| Shiv
Narayan| Sadhan Kumar Panda

THE DAILY QUIZ

The Paris Olympics began on July 26 and will continue till August 11. Here is a quiz to test your
knowledge on some of the legendary Indian athletes at the Olympic Games

X

Visual question:

Identify this athlete who became the first Indian woman athlete to qualify for a semi-final at the Olympics. THE

HINDU ARCHIVES

Please send in your answers to 

dailyquiz@thehindu.co.in

Soorya Prakash. N

CSDS-LOKNITI

THE HINDU 

11Friday, August 2, 2024
Delhi Text&Context



................ND-NDE
CM
YK

DELHI

businessline.
FRIDAY - AUGUST 2 - 20244 . bl . think

F
or some time now, the Securities and
Exchange Board of India (SEBI) and
government o�cials have been dropping

hints about the untrammelled rise in retail
derivatives trading in stock markets doing more
harm than good to the economy. SEBI’s latest
consultation paper on the subject points to its
willingness to act on this score. To those who ask why
regulators should worry if individuals choose to punt
on derivatives, the paper o�ers data showing that
this is a macro concern.

Globally, the primary purpose of
derivatives is to allow investors to hedge
price risk on assets they own. In India
though, new investors joining the stock
market since Covid have been skipping
shares and mutual funds to make a beeline
for derivatives. About 12.2 crore new demat
accounts were opened between FY20 and
FY24. In this period, retail turnover in the
derivatives market doubled from ₹35 lakh
crore to ₹71 lakh crore; likewise, futures and
options (F&O) turnover almost doubled
from ₹63 lakh crore to ₹117 lakh crore.
Volumes are now concentrated (62-96 per
cent) on expiries in weekly index options,
where individuals punt on contracts at risk
of dwindling to zero. In FY24 alone, the 92.5
lakh retail investors who traded index
derivatives on the NSE made collective
losses of ₹51,689 crore — household savings
that could have been more productively
used. These punts result in flight of capital
too, as the counter-parties are often global
algo-trading and high frequency shops. 

In this light, SEBI’s proposals to rein in
retail participation in derivatives do not
seem excessive. Rather than completely ban
contracts with weekly expiry, SEBI proposes
to allow one index contract with weekly
expiry from each exchange. It plans to raise
the minimum lot size on contracts from the
current ₹5-10 lakh to ₹15-20 lakh and then
to ₹20-30 lakh, in phases. Brokers will be
required to collect higher margins on expiry
day and the day before. Exchanges will be
asked to reduce the number of strike prices
o�ered on each index contract to 50, so that
there are fewer out-of-the-money strikes to
bet on. Of these measures, increased lot size
is likely to have the maximum deterrent
e�ect. Derivatives trading, like gambling, is
an addictive activity. Therefore, these retail
traders may well crowd into weekly
contracts and out-of-the-money strikes that
remain open to them or migrate to other
risky segments such as SME platforms,
penny stocks or commodity derivatives. In
fact, individuals who are really hooked may
even get around bigger lot sizes by
borrowing to trade, exposing them to
financial ruin. 

SEBI must consider strict screening
criteria for admitting investors into
derivatives. Derivatives trading can be made
conditional on holdings of equities/mutual
funds and minimum years of experience. If
these measures do work, though, stock
exchanges, depositories and discount
brokers will feel the heat on their revenues,
profits and valuations. SEBI must resist
pushback from this ecosystem. 

Dangerous addiction 
SEBI is right in trying to restrict retail F&O punts 
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Improve education system
This refers to ‘Job at hand’ (August 1).
As the Finance Secretary mentioned
in a recent interview, the employment
incentive schemes announced in the
Budget for 2024-25 focus on
subsidising part of the salary paid by
companies. The discussion centres on
whether industries should hire fresh
talent or experienced professionals
with AI and ML skills, with companies
ideally favouring the latter due to their
specialised expertise. Thus, simply
subsidising the first month’s salary of
₹15,000 for new hires is unlikely to
significantly boost recruitment. For
these schemes to be e�ective, there
must be a greater emphasis on

improving the education system.
Srinivasan Velamur
Chennai

Endorse with care
This is with reference to the news
report ‘Shooting star Manu Bhaker is
now target of brands’ (August 1). Post
a successful performance,
sportspersons get plenty of brand
endorsements. Same is the case of
Manu Bhaker, who has created history
in the Olympics. One of the main
reasons for the popularity of Western
junk food like noodles, pizzas, and
high-sugar beverages is that our
film-stars and sportspersons endorse
these products as they get huge sums

of money for such endorsements. It is
pertinent to mention here that
former badminton star and national
coach Pullela Gopichand refused to
endorse soft drinks and colas because
they are detrimental to the health of
children.
Veena Shenoy
Thane

GDP growth target
The President of Assocham has said
that India should aspire to achieve
8-10 per cent GDP growth on a
sustained basis, and added that this
can be achieved if the private sector
chips in with more capex. One feels,
even if the private sector is not

coming forward, it is imperative that
the state does it. Or, the government
can enter into joint ventures with the
private sector and enhance the capital
expenditure to achieve the desired
growth level. The Budget has, no
doubt, o�ered incentives to
labour-intensive industries. But then
they can cash in on the situation only
when they feel optimistic about the
product market. There are ifs and
buts in the growth strategy.
S Ramakrishnasayee
Chennai

Averting landslides
The tragedy in Wayanad district has
brought back memories of the

disastrous 2018 floods in the State.
Not only Wayanad, the whole of
western Kerala which is a hilly terrain
with sharp slopes is susceptible to
landslides and faces nature’s fury
during heavy downpours. The fact
that the areas where landslides
occurred in Wayanad were
recommended as eco-sensitive by
two expert committees 10 years ago
cannot be simply overlooked. Putting
an end to environmentally destructive
activities which unleash irreparable
damages to eco-sensitive regions will
alone keep devastating landslides at
bay.
M Jeyaram
Sholavandan, TN
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O
n the cusp of its next
phase, the Securities and
Exchange Board of India
(SEBI) is taking steps to
create a new asset class to

fill a lacuna between the world of mutual
funds (MFs) and the world of portfolio
management services (PMS). This
product will provide investors with a
regulated investment product that
enhances risk-taking capabilities and
o�ers a significantly larger ticket size, a
feature currently absent in the
investment ecosystem, thereby
addressing a clear market need. 

The introduction of this new asset
class will give investors the flexibility
and options that they would otherwise
have to look for elsewhere. SEBI has
taken a segmented, risk-based approach
to the regulation of investment
products. This has resulted in a diverse
range of products that are available for
di�erent categories of investors: retail,
high-net-worth individuals (HNIs), and
institutional investors. MFs, at one end
of the spectrum, cater to retail investors
with very low ticket sizes. At the other
end, PMS and Alternative Investment
Funds (AIFs) cater to HNI investors
with very high minimum investment
ticket sizes. 

The PMS industry’s assets under
management (AUM) have more than
doubled over the last five years while
AIF assets saw a five-fold increase in the
same period. The private credit market,
which is a significant part of AIFs’
business now, has also seen tremendous
traction, providing businesses with an
alternative source of funding and
generating attractive returns for
investors. However, assessing the risks
in private credit is often tricky, and some
of these firms have controversially
o�ered guaranteed returns, which could
mislead investors about the real risk
involved. This has inadvertently led
investors to unregistered investment
schemes that o�er high returns without
much regulatory safeguards.

The proposed new asset class aims to
provide a regulated, structured
investment product for investors who
want to allocate a portion of their wealth
to higher risk and return profiles
without falling into the trap of dubious
schemes. The new asset class will be
o�ered as a mutual fund with
relaxations in prudential norms to
enable a higher degree of risk-taking
with adequate safeguards. 

The key features of this proposed
asset are: 

Higher minimum investment size:
The minimum investment threshold will
be set at ₹10 lakh per investor, so as to
keep out retail investors and encourage
those with significant investible
surpluses. 

Flexibility in portfolio construction:
The new asset class will o�er a higher
level of flexibility in the construction of
the portfolio, including the use of
derivatives not only for hedging and
portfolio rebalancing but for other
purposes as well. The cumulative gross
exposure through all the investable
instruments, including derivatives, shall
not exceed 100 per cent of the net assets
of the investment strategy. 

Distinct branding and nomenclature:
To di�erentiate from traditional mutual
funds and avoid brand contamination,
the new asset class will have its own
distinct branding, nomenclature
(‘Investment Strategy’ is suggested),
and advertising guidelines. 

Regulatory oversight: All the SEBI
regulations pertaining to mutual funds
will apply to the new asset class, subject
to such relaxations as may be deemed
appropriate in view of product
innovation. Thereby, regulatory
oversight will be consistent and uniform
across di�erent asset classes of mutual
funds. 

AMC eligibility: AMCs with a track
record or those meeting specific criteria
will be eligible to o�er products under
this new asset class. The minimum
criteria will be an operational period of
three years and an average AUM of not

less than ₹10,000 crore in the
immediately preceding three years.
Alternatively, they can appoint
experienced fund managers. 

Exposure to derivatives: The new
asset class is allowed to take exposure to
derivatives not only for hedging and
portfolio rebalancing but also for other
purposes as per existing SEBI
provisions. The exposure through
exchange-traded derivatives shall not
exceed 50 per cent of the net assets of an
investment strategy, and specific limits
for single-stock derivatives shall also be
provided. 

Redemption and liquidity: The
redemption frequency can be designed
based on the nature of investments in
the portfolio. AMCs may stipulate
appropriate notice or settlement
periods for redemptions to protect the
interests of investors. 

The addition of this new asset class
will give investors access to an MF-PMS
hybrid product, which will charge higher
fees but provide higher returns while
regulating the risk element of
unregistered schemes. Also, the market
will grow, product innovations will
follow, and the volume of investments in
this new asset class will be significant.
However, there are risks too — higher

risk exposure for investors as well as for
SEBI, which has to walk a tightrope of
robust oversight with the flexibility of a
new asset class. Similar to mutual fund
schemes, the investment strategies
under the new asset class shall also be
categorised under a risk-o-meter. 

The new asset class will add a separate
risk-return category for investors. It is a
new category within mutual funds that,
by its nature, is going to be riskier than
traditional MFs but will also provide a
regulated alternative to unregistered
schemes. As SEBI does the consultations
and fine-tunes the framework, the
investment community will be watching
keenly. Global experiences have been an
important guidepost for SEBI’s
initiative. For example, in the US, the
development of liquid alternative funds
or hedge fund lite structures has allowed
retail investors access to hedge fund-like
strategies with greater liquidity and
regulatory oversight. These funds are
o�ered under the Investment Company
Act of 1940 and are regulated by the
SEC, balancing high returns with
investor protection. 

In Australia, inverse ETFs and bear
funds allow investors to profit from
market declines, with sophisticated risk
management tools available in a
regulated framework. These global
precedents show that innovative
financial instruments can fill gaps in the
investment universe and provide higher
returns with e�ective safeguards. 

The writer is Professor of Finance, IMT Ghaziabad

SEBI’s new
asset class
fills a gap 

The addition of this new
asset class will give
investors access to an
MF-PMS hybrid product

RISK-RETURN MIX.The new asset
class will be an MF with relaxations
in norms to enable more risk-taking,
but with safeguards

HARSIMRAN SANDHU
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I
ndia aims to become a developed
nation by 2047, marking 100 years
of Independence. It can learn

valuable lessons from the economic
trajectories of Japan, South Korea, and
Taiwan over the last century.

Japan's rise to economic dominance is
marked by strategic policies,
technological innovation, and societal
commitment. Early 20th-century
industrialisation and post-WWII
reconstruction, supported by the US
Marshall Plan, set the stage for recovery.
In the 1950s and 1960s, Japan adopted
export-oriented industrialisation,
excelling in high-quality manufacturing
with global leaders like Toyota, Sony,
and Honda. Emphasising education,
R&D, and continuous improvement
(kaizen), Japan developed a skilled
workforce.

The 1970s and 1980s saw rapid GDP
growth and high living standards
through technology and infrastructure
investments. Despite stagnation in the
1990s, Japan’s technological focus has
preserved its global economic role.
Japan’s globally competitive industries
include: (1) Automobiles: Toyota,
Honda, Nissan; (2) Consumer
electronics: Sony, Panasonic, Canon; (3)
Robotics and automation: Fanuc,
Omron, Mitsubishi Electric; and (4)
Precision machinery: Takeda Machinery
Company and Mazak Corporation.

During Japan’s explosive growth
phase, its GDP per capita increased
10-fold from 1950-1980, and the Nikkei
225 surged approximately 65 times.

KOREA’S TRANSFORMATION

South Korea evolved from poverty to
economic prowess through strategic
planning, industriousness, and
innovation. Post-Korean War, the
country focused on rapid
industrialisation and economic reform.
Under Park Chung-Hee in the 1960s and
1970s, Five-Year Plans prioritised
export-oriented industrialisation,
boosting heavy industries like steel and
shipbuilding with government support. 

The rise of chaebols such as Samsung,
Hyundai, and LG drove growth through
diversification and technological
advancement. Transitioning to

high-tech industries in the 1980s and
1990s, South Korea became a leader in
electronics and IT. 

Despite challenges like the 1997 Asian
financial crisis, strategic reforms
enabled a strong recovery. South Korea’s
globally competitive industries include:
(1) Electronics and semiconductors:
Samsung, LG Electronics; (2)
Shipbuilding: Samsung Heavy
Industries, Hyundai Heavy Industries;
and (3) Automobiles: Hyundai, Kia.

During South Korea’s high growth
phase, GDP per capita improved more
than 50-fold from 1960-1990, with the
KOSPI index increasing nearly
seven-fold from 1983 to 1990.

TAIWAN’S RISE

Post-WWII and the Chinese Civil War,
Taiwan restructured its economy with
land reforms, infrastructure, and
education. The 1950s and 1960s saw
rapid industrialisation with an
export-oriented strategy in textiles. By
the 1970s and 1980s, Taiwan pivoted to
high-tech industries, establishing the
Hsinchu Science Park in 1980 and
fostering global leaders like TSMC in
electronics and semiconductors. 

Taiwan’s globally competitive
industries include: (1) Semiconductors:
TSMC; (2) Electronics manufacturing:
Hon Hai, MediaTek; (3) IT hardware:
Acer, Asustek; and (4) Optoelectronics:
Epistar and AU Optronics.

Taiwan’s GDP per capita improved
50-fold from 1960-1990, with the TAIEX

rising approximately 45-fold from 1966
to 1990.

PATH FORWARD FOR INDIA

To achieve its vision of becoming a
developed nation by 2047, India can
draw inspiration from these case
studies. Common elements include
progressive government reforms,
manufacturing-led growth, and
incentivising industries through
performance-based initiatives.

India has already made meaningful
strides by focusing on manufacturing
and implementing Production Linked
Incentive (PLI) schemes across multiple
industries, significantly improving GDP
per capita over the past decade. 

In this context, the recent Budget was
a step in the right direction as allocation
towards manufacturing continued to
remain high.

However, to ensure sustained success,
India must maintain “policy continuity”
over at least a decade and focus on
developing globally competitive
industries. 

It is worth noting that equity markets
in Japan (65x), South Korea (10x), and
Taiwan (45x) saw substantial
appreciation during their growth
phases. Likewise, Indian equity markets
could also be rewarded
disproportionately as the country makes
this transition over time.

The writer is Chief Investment O�cer-Equities of
Edelweiss Asset Management Ltd. Views are personal

Growth lessons for India from Asian giants

Trideep Bhattacharya

COMPETITIVENESS. India must
maintain policy continuity

Progressive reforms, manufacturing-led growth have helped Japan, South Korea and Taiwan transition to developed nations
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F
rom San Francisco to
Sydney, cities and
countries are on a race to

lead the AI wave. Stanford AI
Report, 2022 puts private
investments into AI at $91 billion,
and Goldman Sachs estimates this
to reach $160 billion by next year
— an astonishing doubling in just
three years. 

While the US is leading the race
as of now with almost 60 per cent
top-tier researchers there and
over $31 billion in funding, China
is fast catching up, with the UK,
Israel and Canada in the top 5;
India is trailing at a distant
seventh with just over $3 billion
in investments. 

Silicon Valley is definitely the
citadel for this breakthrough AI
tech and prominent ventures. The
US has been actively providing
grants for AI research, starting
with over $3 billion in 2022, which
perhaps led to the leadership
position. By 2027, the Chinese
government is expected to invest
about $40 billion. In comparison,
India has budgeted only $1.2
billion towards its AI mission.

If we want to lead this race, we
need to do more than just
funding. Achieving a competitive
edge in AI requires strategic
investments and sound policies.
The Finance Minister should have
allocated su�cient funds for
direct and indirect investment in
AI education and talent
development. In reality, India has
to strengthen its STEM (Science,
Technology, Engineering, and
Mathematics) education and stop
the brain drain, like China has
done for some time now. The
Chinese are funded to go abroad
for studies and are encouraged to
return to their home country for
leading innovation. Most Indians
go abroad for jobs while the
Chinese return home to help the
country prosper.

India must implement a robust
STEM programme from early
education through higher
education. IITs are still behind
global top institutions like MIT,
Stanford and CMU in terms of
pedagogy and curricula. 

We also need to specifically
promote AI specialisation. A few
institutions have developed such
AI courses and degrees but these
are in spite of the government
policies. The US, through
institutions like Carnegie Mellon
and Stanford, o�ers
comprehensive AI programmes
and research that produce
top-tier talent.

The second aspect is boosting
R&D e�orts in AI, by increasing
public and private funding. Take

China where a significant
investment in AI R&D has led to
rapid advancements and a surge
in AI-related patents. India
should also set up AI research
centres in IITs including
dedicated innovation hubs.
Collaboration between academia,
industry, and government is
essential to drive innovation.
Germany’s Cyber Valley initiative
brings together universities,
research institutes, and
companies to work on AI projects.

The third aspect to lead the
race is in creating a supportive
regulatory mechanism. The
government can start with an
AI-friendly policy that supports
innovation while addressing
ethical and societal concerns. The
European Union’s regulatory
framework is a good example to
balance AI advancement with
privacy and ethical
considerations. We should also
ensure robust intellectual
property rights to protect AI
innovations, and this is needed
for attracting private investments
in start-ups here. 

BUILD AN ECOSYSTEM

Fourth is about building an
ecosystem around AI and
innovation clusters. Bring
together start-ups, investors and
researchers just as how the
Silicon Valley has done. Extend
financial incentives planned for
manufacturing sector to AI. The
Budget must o�er grants, tax
incentives, and funding
opportunities for AI start-ups and
research projects. Israel’s start-up
ecosystem benefits from
government grants and a
supportive venture capital
environment — one reason why it
is in the Top-10. Also, PPP models
must be encouraged to promote
AI development. 

Finally, leverage AI for
economic and social benefits like
healthcare, education, and
transportation. Estonia uses AI to
streamline government services.
India must also encourage
industries to adopt AI to enhance
competitiveness. 

The writer is a Fortune-500 advisor, start-up
investor and co-founder of the non-profit
Medici Institute for Innovation

AI policy challenges

M Muneer

AI EDGE. Race to the top

STEM education and higher govt funding are vital

T
he first article in this series
on household savings
(Chinks in household
finances, businessline July
15) had looked at the

decline in household net financial
savings, an increase in borrowings and a
faster growth in spending vis-a-vis
income. 

The second examines the reason for
the rise in personal income tax
collections despite this situation (Surge
in personal I-T collections, businessline
July 24). This article looks at the impact
of household financial savings on
current account balance and investment
dynamics.

Household net financial savings
(HHNFS) were at a 47-year low of 5.3
per cent of GDP in FY23 but it has likely
inched up in FY24. Physical savings
continue to remain strong, which means
HH total savings are likely at around 19
per cent of GDP in FY24 (up from a
six-year low of 18.4 per cent of GDP in
FY23). Should we be concerned about
HHNFS then?

Every rupee invested (physical) in an
economy must be financed either
through gross domestic savings (GDS)
or foreign savings (i.e., current account
deficit, CAD) — that is, total
investments = GDS + CAD.

CAD DEFINED

CAD is — barring some errors and
omissions — the sum of the di�erence of
investment and savings of all the three
institutional participants — household,
corporate and government — in an
economy. 

The higher the savings, given a level of
total investments, the lower the CAD
will be (or higher surplus) and
vice-versa. Therefore, one must analyse
the sectoral balances — savings minus
investments — to understand the likely
implications on CAD. Commenting on
only savings or investments isn’t as
comprehensive and helpful. 

This is why, HHNFS holds special
importance since it represents the net
surplus of the household sector, which is
available to fund net borrowings/deficit
of the government and the corporate
sectors.

All other things constant, lower
HHNFS implies higher CAD. 

India used to run a large foreign trade

surplus of about 3 per cent of GDP on its
consumption basket (primarily
including agricultural products, textiles
and electronic goods) in the mid-1990s,
which declined to +1 per cent of GDP by
the mid-2000s and turned into a small
deficit in the pre-Covid years (beginning
FY16) to a trade deficit of 0.7 per cent of
GDP in the last three years (FY22-24).
Therefore, if higher consumption drives
lower HHNFS, it is very likely to lead to
higher CAD.

The conclusion would not be di�erent
if a surge in physical savings drive lower
HHNFS — by changing the composition
of HH total savings. 

Ceteris paribus, higher physical
savings would push India’s total
investments higher by the same extent.
India’s CAD, thus, will widen by the

same extent since household surplus
(i.e., HHNFS) has declined amid higher
total investments.

ANOTHER SCENARIO

But what if HHNFS remains stuck at the
current low levels and physical savings
stay at the current elevated levels, which
means consumption growth remains
weak? Is the persistence of the current
situation concerning? 

The answer depends on what happens
to India’s total investments. If total
investments increase in India led by the
corporate sector, which is what the
broad narrative is, then it is very likely
that net borrowings/deficit of the
corporate sector will rise, leading to
higher CAD. 

On the other hand, if corporate
investments, and thus total
investments, remain stuck at the
current levels, then the current level of
low HH savings is also not a concern.
One must note that the corporate sector
has run a balanced account (savings
similar to investments) in the past many
years, compared to a very high net
borrowings/deficit of 6-7 per cent of
GDP in the mid-2000s. What is the role

of the government here? Even if HHNFS
remains stuck at the current low levels
and corporate sector invests more,
won’t lower fiscal deficit, and thus,
lower government dis-savings, lead to
higher GDS and fund higher corporate
borrowings/deficit?

Well, lower fiscal deficit can happen
only if either tax receipts go up and/or
the growth in government spending
moderates.

The former, as we have discussed in
the previous article in this series, could
mean higher tax payout by the
household sector, leading to either lower
household savings or slower
consumption growth, while the latter
(lower government spending) means
lower GDP growth in general (with a
possibility of its dampening corporate
investments).

DYNAMIC QUANDARY

So, it is pertinent to ask: What would
incentivise the corporate sector to
commit to more investments? This
dynamic quandary goes to show how
closely the three participants are linked
in an economy. 

The producers need an environment
of rising spending growth to increase
capacity. If they smell weak financial
position of the consumers (including the
government), with a potential slowdown
in their spending growth, the pick-up in
corporate investment will remain
muted. If the corporate sector still goes
ahead with higher investments amid
weak consumer/fiscal spending growth,
it could pose serious challenges in the
future.

Since savings are eventually the
di�erence between income and
spending, an improvement in spending
growth would lower savings, making it
di�cult to fund higher investments
through domestic resources. 

And if savings pick up, weak spending
growth may keep the corporate sector
on the sidelines and they may continue
to shy away from committing
substantial investments. If so, India’s
total investments may find it di�cult to
rise further on a sustainable basis.
Consequently, we may remain stuck at
6-7 per cent real growth, and 8 per cent
growth may remain elusive.

Not only household surplus has
declined sharply, but their leverage has
also risen substantially in the past few
years. Is it at a threatening stage? We will
discuss this in the last article.

The writer is Senior Group Vice-President - Institutional
Research - Economist, Motilal Oswal Financial Services
Ltd. He is the author of The Eight Per Cent Solution

Household saving: macro effects

India’s total investments
may find it difficult to rise
further on a sustainable
basis. Consequently, we
may remain stuck at 6-7
per cent real growth

A BIND. Spending growth would lower savings, curbing investment. If savings rise, weak spend may hit private investment

NIKHIL GUPTA
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Ro-ro may become Konkan Rly monopoly
Konkan Railway Corporation Ltd (KRCL) may get the monopoly rights to
operate a ro-ro service along the Indian Railway network. Ro-ro service
provides the facility to carry loaded trucks on wagons (called flats in railway
parlance) from one point to their destinations. 

Ministry against bailout for private banks
The Finance Ministry is not in favour of any bailout package for any private
bank caught in a financial crisis. It said any takeover by a public sector bank in
such a case would be on the basis of synergy and economic rationale. It also
underlined the need for a strict vigil and timely action to avert crisis.

Return on shareholder funds on the rise
The last three years of belt-tightening, in terms of improving operating
e�ciency, better debt management and using assets e�ectively, has led to a
four-percentage point increase in returns for shareholders in Indian
companies. An analysis of 266 companies that have put out their balance
sheets for 2003-04 so far reveals that investors earned on an average return of
17.9 per cent on their equity investment against 13.6 per cent in 2001-02.

thehindubusinessline.

TWENTY YEARS AGO TODAY.

ACROSS

1. Meditate upon (11)

8. Make one cross (5)

9. Give back an image (7)

10. Marked with owner's

symbol (7)

11. Misplaces (5)

12. Horsemen (6)

14. Involving sacred, secret

meaning (6)

18. Ornamental fastening (5)

19. Made to accord (7)

21. String instrumentalist (7)

23. Small medicine-bottle (5)

24. Puts one out of

countenance (11)

DOWN

1. Place for assembly to 

meet (7)

2. Stingy person (7)

3. Took the wrong course (5)

4. A take-o� (6)

5. Dreadfully (7)

6. Day before festival (3)

7. Entrances (5)

13. Answers (7)

15. Moroccan town (7)

16. Embraces intimately (7)

17. Military show (6)

18. Secret store (5)

20. Subject for discussion (5)

22. Stableman (3)

ACROSS

1. Study a Tory pattern for copyists (11) 

8. For example, ran around showing one's heated 

emotion (5) 

9. Think back on what a looking-glass will do (7) 

10. Marked a messy sock-repair done in bed (7) 

11. Unprofitability includes initial expense if one fails (5) 

12. Clauses added for jockeys and cyclists (6) 

14. There's no end to my cane, but I'm in contact 

with deity (6) 

18. First couplet from Cleopatra what killed her? A hug! (5) 

19. Made to accord with a non-drinker and a French

journalist (7) 

21. Cancel lists a bowman entered (7) 

23. Greek letter to a novice driver may have medicine in it (5) 

24. Hell – it's the Proms it's upsetting! (11) 

DOWN 

1. Where assembly may meet to put a bullet in it (7) 

2. Get US soldier up in grand confusion, being a miser (7) 

3. Didn't go straight but, not fed up first, wasn't put o� (5) 

4. Gun used in wages take-o� (6) 

5. Very poorly saw, without starting completely (7) 

6. 24th woman in December? (3) 

7. Cast one thus punishes at college and severely criticises (5) 

13. Traveller is not truthful with his answers (7) 

15. In N Africa it may appear even more pungent (7) 

16. Copper did lose heart with Leslie in such close encounters (7) 

17. Permanently mark the army show (6) 

18. Start of colic: pain is something one keeps hidden (5) 

20. In bed turned over sanctimonious thing one might 

discuss (5) 

22. No end of a refined woman for one working in a stable (3) 

EASY

ACROSS 1. Implication 8. Ordering 9. Lido 10. Hyena 13. Then 16. Emir 17. Pass 18. Urge 20. Scots 24. Curt 25. Eminence 26. Bird-watcher

DOWN 2. Mode 3. Lorry 4. Canon 5. Islet 6. Double Dutch 7. Counts sheep 11. Exits 12. Addio 14. Heal 15. Ring 19. Enter 21. Comma 22. Tonic 23. Knee

BL TWO-WAY CROSSWORD 2495

SOLUTION: BL TWO-WAY CROSSWORD 2494

NOT SO EASY

S
ale of a business is taxable as a
capital gain in the year of
sale/transfer, be it transfer by

way of shares or on slump-sale basis.
There might be contingent
consideration payable in business
transfer agreements. 

The stand of the Revenue has always
been to tax the contingent
consideration if any, payable as capital
gains in the year of transfer, while the
stand of the transferor has always been
that it should be taxed only in the year
of actual receipt. Deferring the taxation
to the year of receipt stems from the
fact that it is only upon meeting the
conditions precedent (usually
performance oriented), that the
contingent consideration accrues or
becomes receivable by the transferor.
Thus the reasoning it is taxable only in
the year of receipt.

Section 45, the taxing provision,
deems the computed capital gains as

the taxable income in the year of
transfer. Wherever the law has granted
the power to tax something on deferred
basis in the year of receipt, the law has
always carved out a specific provision
as in the case of compulsory
acquisition, wherein the additional
compensation if any received is taxed
in the year of actual receipt irrespective
of no transfer existing in the year of
receipt. There is no such specific
carve-out thus for contingent
consideration in the law. 

TAXABLE SCENARIOS

One has to recap that (the law on)
capital gains is first not an income as
generically understood. Nonetheless,
to tax certain capital profits, the law
has carved out each and every taxable
scenario under capital gains. 

Section 50D deems fair value of the
capital asset as on the date of transfer
to be the deemed consideration in the
event the consideration is
unascertainable/indeterminable. Going

by this, the contingent consideration
cannot be taken up for taxation in the
year of transfer. There might also be
cases where the contingent
consideration might only remain on
paper with no amounts accruing to the
transferor eventually. 

Maintaining an escrow for taking
care of contingent consideration/
obligation has also gone through
judicial scan with either way verdicts.
What remains factual, however, is:
income, if it does not accrue to an

assessee, cannot be taxed howsoever
the law is read due to real income
principles. On a separate point under
Ind-AS, business combinations are
measured at fair value basis, where
even the contingent consideration is
taken into account for examining if at
all there exists any goodwill or bargain
purchase in the hands of the
acquirer/transferee. This fair value
accounting of acquirer/transferee
neither has anything to do with the
accounting of acquiree/transferor nor
on the taxability or otherwise of the
contingent consideration in the books
of the acquiree/transferor, bereft for
considering prudential accounting
principles where definitely the concept
of accrual concept comes to the fore. 

Thus, there appears no dichotomy
existing on principles on accounting
versus tax. It is time there’s clarity on
the taxing issue of contingent
consideration.

The writer is a chartered accountant

Issue of taxing contingent consideration
Srivatsan Ranganathan

CLARITY. Missing on the tax front
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O
ne of the highlights of India’s merchandise exports in recent times has 
been electronic goods. The sector registered a 16.91 per cent year-on-year 
increase in June and a 21.64 per cent growth rate in the first quarter of 
2024-25 over the previous year. The electronics manufacturing sector has 

significant growth potential and could greatly benefit from increased focus and 
policy support, enhancing integration into global value chains (GVCs). Further, it is 
crucial for domestic employment generation as the segment has achieved the highest 
growth in employment from 2018 to 2022, highlighted in the latest Economic Survey. 

However, India’s share in the $4.3 trillion global electronics market is about 2 per 
cent. Globally, the area is dominated by China with a 30 per cent share in export. 
Emerging countries like Vietnam and Malaysia have also established a relatively 
sound base with a 4 per cent share in electronics GVC. In this context, the NITI Aayog’s 
new report “Electronics: Powering India’s Participation in GVCs” has highlighted that 
domestic production in the sector had doubled between 2017 and 2022, with a com-
pound annual growth rate of 13 per cent. The report identifies favourable opportunities 
but also acknowledges ongoing challenges to further expansion and integration. 
Currently, India’s electronics production primarily involves the final assembly of elec-
tronic goods like mobile phones, televisions, refrigerators, and telecom equipment. 

Heavy reliance on imports for component manufacturing and design limits the 
country’s ability to move up the value chain. India’s limited domestic component 
development capability is primarily because of a high tariff structure. With an average 
tariff rate of 7.5 per cent, significantly higher than in China, Vietnam, Thailand, and 
Malaysia, which have rates below 4 per cent, and additional taxes and surcharges, 
local production becomes more expensive. Consequently, manufacturers frequently 
source components from abroad, hindering the growth of a robust domestic elec-
tronics manufacturing base. Overall, the sector faces a cumulative cost disability of 
14-18 per cent for component manufacturing due to high tariffs and material costs, 
logistics, and financing costs. Despite lower labour costs, India has struggled to cap-
italise on this advantage due to lower labour productivity. Given these challenges, it 
is important to address factors affecting India’s manufacturing, particularly in the 
electronics component sector. A key issue is India’s exclusion from major regional 
or economic trade blocs, which could reduce production costs through lower tariffs, 
streamlined regulations, and increased trade efficiencies. 

Further, despite ongoing efforts, India continues to rank lower than competing 
nations in ease of doing business. Besides, to improve capabilities, India should 
diversify its electronics base, which is dominated by smartphones at 43 per cent, to 
include products like laptops and telecommunications equipment. The focus can 
be on localising the value chain, scaling up assembly operations, and rationalising 
tariffs compared to competing countries. Reduction in the Customs duties in the 
recent Union Budget is a positive step in this direction. A review of the Customs 
rate structure has been announced in the Budget to take the process forward. 
However, if all impending issues are not addressed quickly, India will lose the 
opportunity to attract firms that are moving out or diversifying away from China. 
Many are opting for Vietnam due to its favourable policies and fewer regulatory 
and political issues. The NITI Aayog report has highlighted what needs to be done. 
It’s now up to the government to make the most of the emerging opportunity.

War on peace
Hamas chief’s killing will stiffen the ‘axis of resistance’

T
he missile that killed Hamas’ Qatar- and Turkiye-based political chief 
Ismail Haniyeh in Tehran has likely substantially weakened the chances 
of peace in the Israel-Hamas war and escalated the conflict in West Asia 
in unpredictable ways. Haniyeh was Hamas’ chief negotiator. His death, 

which Iran claims was orchestrated by Israel, which is yet to formally claim respon-
sibility, silences a relatively moderate voice within Hamas. He had been an advocate 
of a ceasefire with Israel, often clashing with other Hamas officials. Not surprisingly, 
leaders in Egypt and Qatar, key mediators in ceasefire talks, have raised serious 
doubts about the future of negotiations. The fifth Hamas leader to be killed since 
the war began on October 7, 2023, Haniyeh’s death after a missile hit his safe house 
in Iranian capital Tehran, where he was attending the inauguration of Iran’s new 
President, can also be expected to provoke a stronger response from Israel’s tradi-
tional enemy and leader of the “axis of resistance”. These developments fuel a sit-
uation in which the impulses for peace have been decidedly weak in the first place. 

For one, the killing of Hamas fighters and leaders has not appeared to have 
defeated this underground guerrilla movement, as Israel vowed to do, nor diminished 
its popularity. For another, Haniyeh’s assassination is expected to strengthen hard-
liners within the Hamas shura; prospective successors have not been notable advo-
cates for diplomacy. Israeli Prime Minister Binyamin Netanyahu sees the continu-
ation of the war as the best guarantee of his hold on power, given that his popularity 
is at an all-time low. Israel’s wilful provocation of Iran can be seen as part of this 
strategy. The attack on Haniyeh came just hours after Israel bombed a residential 
building in a suburb of Beirut, Lebanon, and that may have killed a commander of 
Iran-backed Hezbollah. Israel has already allegedly killed two commanders of Iran’s 
powerful paramilitary organisation, the Islamic Revolutionary Guards Corp, since 
the war began. Till recently, Iran had signalled a disinclination to escalate the war, 
as demonstrated by its relatively measured response to Israel’s attack on its consulate 
in Syria in April. An attack on two regional capitals and two senior leaders within 
hours could, however, raise the geopolitical stakes considerably. 

With the Arab nations mostly inert, the future of West Asian peace lies squarely 
with the United States. It has played the key role in keeping Israel supplied with 
money and materiel to prosecute its asymmetric war in Gaza, which has created a 
massive humanitarian crisis. In this volatile situation, the impulse for peace may also 
come from within Israel, where the stalemated war is becoming increasingly unpopular. 
The initial impulses for massive retaliation are being replaced by growing demands 
for negotiations for the return of Israelis taken hostage in Hamas’ October 7 attacks. 
These have so far stalled on Palestinian demands for the release of thousands of pris-
oners languishing in Israeli jails. At the same time, more and more reservists are 
refusing to report for duty. Much, of course, will depend on the outcome of the US 
election in November, with Donald Trump expressing unqualified support for his 
good friend Mr Netanyahu and Kamala Harris increasingly trying to balance Israeli 
and Palestinian interests. The intervening months will be testing times in West Asia.
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Weaponising a military force has never been 
easy. In the early 1960s, the Indian Air Force 
(IAF) grappled with the difficult question of 

which fighter aircraft should equip its military. Having 
equipped practically the entire Indian Navy with 
British warships already, New Delhi opted to build the 
versatile MiG-21, under licence from the Soviet Union. 
But even then, in our earliest days as a major arms 
buyer, New Delhi experienced the most fundamental 
reality of the international arms bazaar: Weapons pro-
curement choices are rarely functions of technology 
or cost alone. Instead, they are most deeply anchored 
in foreign policy choices and strategy. More recently, 
this was again India’s quandary in its acquisition of 
medium multi-role combat aircraft. Going by combat 
effectiveness, price and ease of logistics, New Delhi 
would have probably chosen the Swedish Gripen fight-
er over the French Rafale. But given 
Paris’ greater diplomatic heft, its 
nuclear weapons status and tech-
nological advantage in space and 
nuclear power generation, 
Dassault’s Rafale won the contest, 
albeit a truncated one.  

For similar reasons, the navy 
continues making heavy weather 
of buying six air-independent 
propulsion (AIP) submarines under 
its so-called Project 75-India, failing 
to reach a decision even after a 
decade of evaluation. Speak to any 
Indian submariner, and you will 
hear a clear endorsement of 
German shipbuilder, Howaldtswerke–Deutsche 
Werft (HDW), whose four Type 209 (Shishumar-
class) submarines have delivered yeoman service 
since the mid-1980s. HDW was acquired in January 
2005 by German shipbuilding conglomerate, 
Thyssenkrupp Marine Systems (TKMS), which is 
poised to build the advanced Type 214 AIP subma-
rine in strategic partnership with India’s Mazagon 
Dock (MDL). But Germany, like Sweden, brings a 
low-key diplomatic approach to arms sales, which 
leaves Project 75-I an orphan. 

The connection between arms sales, technology 
control, strategic alliance, and industrial partnership 
is also highlighted in the emergence of a western 

democratic alliance, eponymously named AUKUS 
(Australia -United Kingdom - United States). AUKUS 
is an arrangement between only the closest of allies; 
two Quadrilateral partners, Japan and India, have 
been left out of this. The foundational pillar of AUKUS 
involves providing Australia with the technology part-
nership for building 12 nuclear-propelled, conven-
tionally armed submarines. This scuttled what 
appeared to be a done deal: The Australian procure-
ment of 12 Short-Fin Barracuda conventionally-pow-
ered and armed submarines from French shipbuilder, 
Naval Group. 

This shock decision to offer Canberra nuclear sub-
marine technology assistance had a clear strategic 
aim: It was intended to nail down Australian support 
in the event of Chinese aggression around Taiwan. 
The assumption was that the Australians and Brits 

would fight alongside the US against 
China. However, Australian support 
became apparent only after Scott 
Morrison became Australia’s Prime 
Minister in 2018. At that stage, the US 
took this bold measure to tie the 
Australians to the alliance. Washington 
wanted the US Navy to be able to count 
on basing out of Australia and using 
Australian naval facilities more seri-
ously than anticipated earlier. It has 
already been announced that, before 
the end of 2024, the three AUKUS 
nations will field a new “trilateral algo-
rithm” allowing them to share infor-
mation about Chinese submarines 

from P-8 sonobuoys. This will be the first piece of tan-
gible AUKUS Pillar II technology to be operationally 
deployed. These small capability increments are exact-
ly the kind of synergised, forward-looking technology 
that the AUKUS agreement is after. 

India, meanwhile, faces a simple, balance-of-power 
choice as it weighs its options between Ukraine on 
the one hand, supported by the North Atlantic Treaty 
Organisation (Nato) and the western democracies, 
and Russia on the other, supported by China and a 
hodgepodge of not-so-democratic countries that see 
in the current imbroglio an opportunity to make 
gains through some discreet topping-up of their 
weapons shopping list. Counterpoised alongside 

New Delhi’s untenable dependence upon 
Soviet/Russian weaponry (combat aircraft, medium 
lift helicopters, armoured fighting vehicles, air 
defence guns, frigates, destroyers and submarines) 
is an equally daunting list of equipment from non-
Russian sources: Heavy airlift and light transport 
aircraft and helicopters, submarines, mobile air-
defence guns, aerospace engines and marine gas 
turbines. New Delhi will have to exercise its choice 
with the conviction that propping up the Russian 
side comes with the certainty that China’s military 
and defence industry will benefit too. 

There is no good option in choosing between for-
eign weaponry, whether from China or Russia. It is 
for this reason that India’s Ministry of Defence (MoD) 
is pushing hard towards the goal of “atmanirbharta” 
(self-sufficiency). Its flagship indigenisation initiative, 
titled “Innovations for Defence Excellence – Defence 
Innovation Organisation” (iDEX-DIO), is being talked 
of as a game changer for the defence economy.  

Established by the DIO under the MoD’s 
Department of Defence Production, iDEX has suc-
cessfully gained momentum, fostering a burgeoning 
community of startups within the defence sector. It is 
currently engaged with over 400 startups and micro, 
small and medium enterprises. So far, procurement 
of 37 items, worth over ~2,000 crore, has been cleared. 

Military development is the job of the Defence 
Research & Development Organisation (DRDO), 
which has identified nine thrust areas for focused 
research, namely platforms, weapon systems, strate-
gic systems, sensors and communication systems, 
space, cybersecurity, artificial intelligence and 
robotics, material and devices, and soldier support. 
These initiatives have yielded a number of state-of-
the-art products including the Dhanush 155mm 
artillery gun, Tejas fighter, Akash surface-to-air mis-
sile system, Arjun tank, Dhruv light helicopter, among 
others. An unmanned aerial vehicle has been suc-
cessfully tested in fully autonomous mode. In addi-
tion, the Technology Development Fund also funds 
industries up to an amount of ~10 crore. 

The MoD has promulgated four positive indi-
genisation lists (PILs) of defence weapons and equip-
ment that are not permitted to be imported from 
abroad.  The first PIL, comprising 101 items was pro-
mulgated in August 2020, the second list of 108 items 
was promulgated in May 2021, the third PIL, com-
prising 101 items was promulgated in April 2022, 
and the latest one was issued last month. 

Further, more than 26,000 defence items have 
been uploaded on to the SRIJAN portal (an MoD 
initiative) and offered to private industry for indi-
genisation. Of these, 7,031 items have been success-
fully indigenised. According to available data, 
defence imports have reduced from 46 per cent to 
36.7 per cent since 2018-19. But the quest for 
“atmanirbharta” goes on.

The Finance Minister in her Budget speech 
mentioned that the goods and services tax 
(GST) has been truly a transformational tax 

reform and emphasised that it needs to both expand 
coverage and rationalise rates going forward. 

A committee has been set up under the chairman-
ship of Bihar finance minister and has been directed 
to submit its recommendations within the next three 
months. The committee’s recommendations on rate 
rationalisation are important both for simplification 
and to nudge the GST rate incidence from the present 
level of 12.25 per cent towards the revenue neutral 
rate of 14.8 per cent (prevalent before 
the introduction of GST).  

Another important area is to 
expand the coverage of GST. There 
has been clamour among some 
economists to include petroleum 
products under GST. In my view, 
this is probably not the appropriate 
time, given the diffidence among 
the states to maintain some fiscal 
sovereignty, especially to deal with 
emergency situations.  

There is, however, one area that 
has not been much talked about 
but could have a dramatic impact going beyond GST 
revenues. This is bringing land and real estate 
(LARE) under GST. This measure will bring more 
transparency in the transactions conducted in the 
land market, add more revenues on the income tax 
side, and also encourage more foreign investments 
in the housing market, which will generate greater 
employment.  

This move clearly needs a consensus among the 
states, and was actually extensively debated during 
the period before the implementation of GST. First, 
the Centre needs to allay the fears of the states by 
clarifying the legal positions. The imposition of GST 
on LARE does not preclude levy of stamp duty by 
the states or the levy of property tax by local bodies. 

There are no legal impediments to levying GST on 
LARE, while states can continue to levy stamp duty, 
as the taxable event in both these cases is different. 
This principle has been upheld by the Supreme Court 
while upholding the aspect theory of taxation.  

Further, the Indian Constitution excludes land 
and immovable property from the definition of 
“goods”. While Singapore considers the sale of the 
right to land use as goods, in India we can certainly 
treat the right to use land as a “deemed service”. 

For the GST levy to be effective, it must cover the 
whole value chain from land to lodgings—from the 

development of land to construction 
to the first sale of constructed ready-
made properties. This is certainly 
legally tenable. The sale of land can be 
treated as the sale of the right to land 
as a service and taxed. Besides creating 
the chain for a self-policing input credit 
chain, it will also curb the generation 
of black money income and incentivise 
land development instead of allowing 
non-agricultural land to lie idle. The 
GST levy will also remove the distinc-
tion presently made between construc-
tion services and ready-made property, 

with the former being taxed while the latter is exempt. 
In order to keep the buyer of property away from GST 
formalities, GST payment could be made by the 
provider of the service under the reverse charge mech-
anism (the developer and the builder).  

There would be no significant gains in GST rev-
enues, as the revenue at the output end would be 
completely absorbed by the input duty credit availed 
on taxes levied on various inputs like iron and steel, 
cement and fixtures used in the construction indus-
try. The gains in revenues would accrue on the 
income tax side by facilitating better reporting of 
transactions at their true value. Affordable housing, 
defined as dwelling units of carpet areas less than 
250 sq ft, could be exempt from the levy. Similarly, 

government housing programmes under the 
Pradhan Mantri Awas Yojana could also be kept out 
of the ambit of GST. 

The inclusion of LARE in GST would require the 
deletion of the entry from schedule III of the CGST 
Act, which treats the sale of land and buildings as 
neither a supply of goods nor a supply of services (it 
in fact should be treated as a supply of services). An 
amendment would also be required in the provisions 
of the input tax credit rules, which currently disallow 
duty credit on inputs used in relation to land and 
buildings. This policy move would create a Maruti 
moment for the housing sector and bring in consid-
erable investment in this labour-intensive sector. 
This measure would also align with the current gov-
ernment’s thinking on reforms in the factor market, 
especially in land and labour. The inclusion of LARE 
in GST would fortify the gains made through the 
enactment of Real Estate (Regulation and 
Development) Act or RERA. 

While this would be a big-time inclusion, the gov-
ernment could also consider expanding the GST list 
to include aviation turbine fuel (ATF) and natural 
gas. The inclusion of ATF would help in the aviation 
sector getting the benefits of tax credits on inputs. 
Similarly, natural gas is an intermediate input used 
in important sectors like fertilisers. The second inclu-
sion could be the renewable segment in the electricity 
sector. Instead of bringing the entire electricity sector 
under GST, in the first phase, this could be done for 
the renewable sector (solar and wind). This sector is 
characterised by high capital investment, low oper-
ating costs, and shorter completion timelines. 
Bringing this sector under GST would help it avail 
taxes embedded in capital goods.  

The suggestions made for the expansion of GST, 
especially regarding LARE, will give an impetus to 
factor-market reforms, necessary to drive job-filled 
economic growth in the next two decades. 

The writer was member,  CBIC. The views  are personal

Expanding GST: Focus on land and real estate

India must aim for greater global integration
Electronics export opportunity

On the occasion of the Dalai 
Lama’s 89th birthday on July 6, 
Penguin released The Book of 

Compassion, the shared writings of the 
two Nobel Peace Prize Laureates, the 
Dalai Lama and Kailash Satyarthi, 
along with writer, TED speaker and the 
CEO of Chambal Media Pooja Pande. 

Ms Pande has painstakingly extracted 
all references and analogies relating to 
compassion in several lectures and 
speeches by Mr Satyarthi and the Dalai 
Lama over the years. In her journey with 
this book, Ms Pande, a writer and a 
mother, came to regard compassion as 
the ultimate female impulse. She 

believes that the future of compassion 
leans female. “It is not mere ideology; it is 
creative, nurturing, equity-leaning, 
harmony-centric and action-oriented,” 
she writes in the book’s Introduction. 

In a session at picturesque McLeod 
Ganj, the Dalai Lama talked about 
Gandhi’s ideas of ahimsa (non-violence) 
and karuna (compassion). His Holiness 
defines karuna as the wish for others to 
be free from suffering. Sitting in the 
same room, Mr Satyarthi added that just 
as Gandhi converted ahimsa  into a 
social and political movement during 
the struggle for India’s independence, 
karuna too should be converted into a 
social and global movement. 

The duo talk about compassion as 
something that stems from the 
interconnectedness of the world in 
which we live. Discarding the concept of 
“us and them”, the Dalai Lama says, “We 
need to develop the concept of the 
entire world and the entire celebration 
of human beings as ‘we’, part of ‘we.’” 
“We need a celebration of compassion,” 

adds Mr Satyarthi.  
Ms Pande explains that the 

etymology of compassion is simply 
“suffering with”. Its dictionary 
definition includes not just the feeling or 
emotion when a person is moved by 
another’s suffering, but also the desire to 
relieve their distress, she writes. 
“Concern for others seems to help lessen 
my own pain,” the Dalai Lama explains. 
“Compassion always enables solution-
oriented action and behaviour,” adds Mr 
Satyarthi. Both also emphasise the need 
to bring compassion down from a 
pedestal in order to make it something 
ordinary and necessary as a part of one’s 
daily life. Using wordplay in a Facebook 
live stream, Mr Satyarthi urged people to 
“seek  karuna in the era of corona”. 

Both lives exemplify the true nature 
of compassion — “being touched by 
another’s suffering to effect action,” 
writes Ms Pande. Mr Satyarthi also 
believes that the journey of many 
religious figures across  faiths— Prophet 
Mohammed, Jesus Christ, Lord Krishna 

or Gautam Buddha — started with a 
spark of compassion. “[They were] urged 
to do something about what they saw as 
the inequalities of the world,” he says. 

According to the Dalai Lama, 
compassion and kindness are natural 
qualities that can be cultivated in 
children as young as four or five, and 
reinforced progressively as they grow 
up. He elaborates on 
how sensitisation 
can be incorporated 
in the education 
system. Just as 
physical hygiene is 
part of the 
curriculum since 
kindergarten, he 
prescribes that the 
hygiene of emotion 
needs to be added 
too. “We should 
have some knowledge of how to tackle 
our inner world or emotions,” he says. 

Social Emotional Ethical Learning, a 
programme envisioned by the Dalai 
Lama and developed by Emory 
University, aims to educate the heart and 
mind, placing greater emphasis on inner 
values. Compassion is also rewarded at 

Bal Ashram, the centre co-founded by 
Mr Satyarthi and his wife, where 
initiatives seek out and reward the most 
compassionate children. In the book, Mr 
Satyarthi also mentions Louisville, 
labelled the “City of Compassion”, which 
had invited him for an event in 2019. The 
mayor explained that philanthropy in 
the city had increased manifold over the 

years, compassion 
was being taught in 
school curricula 
and children were 
donating their 
things to children in 
other less privileged 
parts of the world. 

Later in the book, 
Ms Pande provides 
possibly the most 
convincing 
argument in favour 

of compassion — its benefits for our health 
and well-being, and the fact that it keeps 
one young. Moreover, the mechanism of 
compassion, in its ability to make deep 
connections with others, is also a powerful 
buffer against loneliness. She also 
discusses self-compassion, the starting 
point of compassion. Self-compassion 

asks that we first recognise the suffering in 
the self and act to alleviate it, she explains. 
In fact, Mr Satyarthi feels that true self-
compassion is much harder to practise 
than showing compassion towards others. 
Towards the end of the book, Ms Pande 
explains that compassion needs to be 
mindfully and intentionally practised in 
order for it to become a matter of choice 
and habit in the long run. The book’s 
closing chapter offers a compiled bible of 
how-to guides and tricks to ignite, exercise 
and practise compassion. 

During a Facebook Live event in 
2020, Mr Satyarthi said, “We have 
globalised everything, haven’t we? It is 
time for a globalisation of compassion 
now.” “His clarion call for a globalisation 
of compassion,” writes Ms Pande, “is 
ultimately about compassionate 
geopolitics, broken down into 
compassionate politics, compassionate 
economy and compassionate society.” 
The Dalai Lama goes a shade further, 
asking for “a revolution of compassion”, 
calling it “the mother of all uprisings”. 

The reviewer is a freelance writer based in New 
Delhi. She writes on books, art, culture, travel, 
music and theatre

The ‘compassion’ revolution
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B
angladesh’s student-led protests began
as peaceful demonstrations against a
controversial quota system in govern-
ment jobs but have since morphed into

violent nationwide unrest. This exposes deep-
seated tensions in Bangladeshi society and 
raises questions about the country’s govern-
ance. The 30% quota for descendants of free-
dom fighters in government jobs, part of a 
broader system established in the aftermath of
the country’s independence in 1971, has long 
been a contentious issue. While intended to 
honour sacrifices made during the war of inde-
pendence from Pakistan, it has increasingly 
been viewed by many as an anachronistic pol-
icy that undermines meritocracy and perpetu-
ates inequality. The students’ 
demands were straightforward: 
Abolish this quota and give jobs on 
merit. They argued that the system 
failed to reflect the needs and aspira-
tions of contemporary Bangladesh. 
Their cause quickly gained traction,
resonating with a broader segment 
of society frustrated by limited eco-
nomic opportunities and perceived 
governmental nepotism.

The government went in heavy-handed,
deploying police and paramilitary forces. This
disproportionate use of force only broadened 
anger against the administration. As the pro-
tests grew, so did the violence. Clashes erupted
between demonstrators and pro-government
supporters, particularly members of the ruling
party’s student wing, the Bangladesh Chhatra
League. The resulting chaos has led to a shock-
ing toll: Hundreds have died, with thousands 
more injured. Attacks on journalists have 
stoked fears about press freedom. The govern-
ment’s decision to impose a communications 
blackout, blocking internet and social media 
access, has only exacerbated the situation. 
Ostensibly aimed at disrupting the organisation
of protests, it has instead fuelled speculation 
about the true extent of the unrest and the gov-
ernment’s attempts to control the narrative.

In response, the Supreme Court ordered a
reduction in the freedom fighters’ quota from
30% to 5%, with 93% of jobs to be allocated 
based on merit. While this decision has been 
cautiously welcomed by protest organisers, it 
has not been enough to quell the unrest.

The government attributes the unrest to
opposition parties, particularly the Bangladesh
Nationalist Party (BNP) and the Jamaat-e-Is-
lami Bangladesh, claiming they are instigating
violence under the cloak of the student move-
ment. However, the student protesters assert 
their political neutrality, emphasising that their
demands are centred on establishing a fair, 

merit-based system that benefits all citizens, 
rather than serving any political agenda.

The persistence of the protests, even after
the concessions, points to deeper issues at play.
The demonstrations have become a vehicle for
expressing a range of grievances, from wide-
spread corruption and economic inequality to
concerns about democratic backsliding under
an increasingly authoritarian rule. During 
2014-2024, Bangladesh’s electoral landscape 
has been characterised by limited competition.
The BNP and its allies, for most parts, abstained
from participating in the elections, resulting in
contests that lacked broad political representa-
tion. This crisis lays bare the complex challen-
ges facing Bangladesh. A 15.75% unemploy-

ment rate among young people trans-
lates to about 21.48 lakh unemployed
youths aged 15-29, representing 83%
of the country’s total unemployed
population, underscoring the need
for youth-focused job creation and
skill development initiatives. On one
hand, the country’s GDP expanded at
an impressive average rate of 6.4%
per year from 2016-21, and poverty fell

from 44.2% in 1991 to 13.8% in 2016-17. On the 
other, it grapples with high youth unemploy-
ment, political polarisation, and a struggle to 
balance its historical legacy with the demands
of a rapidly modernising society. The quota sys-
tem has become a flashpoint in this debate. Its
reform highlights the need for Bangladesh to 
find new ways of honouring its past while fos-
tering a more inclusive economic future.

As Bangladesh moves forward, several key
issues demand attention. First, there is an 
urgent need for dialogue between the govern-
ment and protesters to address not just the 
quota system but the underlying concerns fuel-
ling the unrest. Second, the heavy-handed 
response to the protests calls for a re-evaluation
of law enforcement tactics and a commitment
to protecting citizens’ right to peaceful assem-
bly. Third, the crisis underscores the need to 
create more opportunities for Bangladesh’s 
growing youth population. With a significant 
demographic dividend on the horizon, the 
country must focus on job creation, skills devel-
opment, and rewarding merit and innovation.

How Bangladesh navigates this crisis will be
crucial in determining its path forward as a 
democracy and an emerging economic power
in South Asia. The challenge now is to channel
the energy of these protests into constructive 
dialogue and meaningful reform, ensuring 
progress benefits all, not just a select few.

Syed Munir Khasru is chairman, IPAG India, an 

international think tank. The views are personal

Bangladesh quota protests 
a metaphor for discontent 

Syed Munir 
Khasru

developing infrastructure in the Northeast,
Neighbourhood First and Act East foreign-
policy pillar gives North Bengal a historic
opportunity. The NEC, as the nodal agency
for the economic and social development of
India’s Northeast, gets ~10% of annual bud-
gets of all central ministries. The common
roadblocks to development that the north-
eastern states share are applicable to North
Bengal as well but the benefits of the NEC do
not extend to the region and its people.

The Northeast, from Sikkim in the west to
Arunachal Pradesh in the east, is in the east-
ern Himalayan range and, as such, the eth-
nic groups in these areas share significant
cultural and ethnic similarities. The popula-
tions of Darjeeling and Sikkim predomi-
nantly comprise groups such as the Lep-
chas, Bhutias, and Nepalis. Their shared

physical characteristics are a testa-
ment to their common ancestry.
The lifestyles of the people in Dar-
jeeling, Kalimpong, Sikkim and
Arunachal Pradesh are closely
linked to their mountainous envi-
ronment. Darjeeling and Kalim-
pong are the only hilly districts of
West Bengal, and owing to the ter-
rain, residents face distinct challen-
ges that can’t be addressed by the
‘one size fits all’ policies of the West

Bengal government. Additionally, areas of
North Bengal, including Jalpaiguri, Cooch
Behar, Uttar Dinajpur, and Alipurduar,
exhibit cultural affinities with Assam. The
Rajbanshi, Adivasi, and various tribal com-
munities, such as the Bodos and Rabhas,
inhabit both regions. These groups
have intermingled over centuries, resulting
in shared cultural traits and practices.
Assamese is widely understood and 
spoken in parts of North Bengal, alongside
Bengali.

Despite the immense potential, North
Bengal faces myriad issues that hinder its
progress, from infrastructural deficiencies
to socioeconomic disparities. Its road and
rail networks are insufficient to support its
growing population and economic activities.
Frequent landslides and flooding, exacer-
bated by poor drainage systems, further dis-
rupt connectivity. Health care and educa-
tion services in North Bengal are also lag-
ging. Economic development is another area
of concern. While agriculture remains the
backbone of its economy, it is marred by low
productivity, and inadequate access to mod-
ern agricultural techniques and markets.
The tea industry, a significant economic
driver, faces challenges such as fluctuating
global prices, labour disputes, and environ-
mental degradation. The region grapples
with socio-political issues, including ethnic
tensions and demands for greater auton-
omy. 

These challenges underscore the current
lack of resources to leverage the region’s
strengths. Consequently, making North Ben-
gal a part of the NEC is a potential solution.
A well-administered, well-resourced, and
secure North Bengal region holds immense
significance for the country, both strategi-
cally and economically.

Harsh Vardhan Shringla is former foreign 

secretary, and former ambassador to the US,

Bangladesh and Thailand.
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other intermediate goods, such as 
green steel, green cement, and green 
ammonia, are also important. What 
defines them as green? Standards and
certification have a long history of 
being used as non-tariff barriers; 
cleantech is no exception. For 
instance, in green hydrogen, we find 
gaps in India’s standards at various 
stages of the value chain, namely pro-
duction (such as biomass pyrolysis), 
storage (say, liquid hydrogen), trans-
portation (through pipelines), or appli-
cations (say, aviation fuels). Filling 
gaps in standards and finding ways to
align with other countries should be a
priority, especially when billions of 
dollars are being invested. 

Thirdly, highly concentrated clean-
tech supply chains. Over 80% of upper-
middle-income economies and 90% of
lower-middle-income economies face
concentrated imports (for rich coun-
tries, the ratio is under 60%). The 
poorer the economy, the greater the 
challenge for building green indus-
tries. India depends heavily on a hand-
ful of countries to meet more than 80%
of its solar cell and module require-
ments. Unilateral industrial policy can
help only to an extent. India needs 
strategic trade relationships where its
comparative advantage in manufac-
turing certain components can be 
paired with that of key trading part-

ners. Interdependent value chains can
make India and its partners gain more
cleantech export competitiveness.

Fourthly, intellectual property for
cleantech. Five countries — Japan, the
US, Germany, China, and South Korea
— hold approximately 85% of renewa-
ble energy patents published during 
2000-23. Most environmental patents
granted will remain valid until after 
2030, creating barriers for developing
countries to attain them. Asking for 
technology transfer sounds nice in rhe-
toric but has a poor record in practice.
India must leverage its renewed thrust
on R&D for cleantech development 
and co-development with partner 
countries. Just customs duties on 
imports will prove insufficient.

Historically, trade has defined
national development and interna-
tional politics. The global economy is 
now being shaped by disruptive shifts
in energy systems, advanced technolo-
gies and financial architectures. 
India’s industrial and trade policies 
and strategies must evolve too. The 
linkages between energy, trade and cli-
mate are too important to be left to 
simplistic formulations and response
measures.

Arunabha Ghosh is CEO, Council on 

Energy, Environment and Water.
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Sustainability-driven non-tariff measures (NTMs) are on the rise from 8% 
of all NTMs notified to the WTO in 1997 to 19% in 2021 ANI

T
he integration of North Bengal into
the North Eastern Council (NEC),
which has gained attention recently,
is not a novel concept. It is actually a

viable solution that addresses various chal-
lenges the people of North Bengal face. The
region has long been neglected, with the
meagre development in West Bengal so far
being Kolkata-centric, and only South Ben-
gal reaping its benefits. 

Given the continued inattention to North
Bengal, the people of the area have often
demanded its separation from the rest of
the state. Thus, North Bengal has seen a
number of political movements centred on
separation — statehood calls raised by the
Gorkhas, Rajbanshis, and Kamtapuris
reflect the frustration of some of the
neglected communities.

The eight districts located north
of the Ganga in the state — Darjeel-
ing, Kalimpong, Jalpaiguri, Cooch
Behar, Malda, Uttar Dinajpur, Dak-
shin Dinajpur and Alipurduar —
are collectively called North Ben-
gal. Historically, this area was a
transitional zone between Eastern
India and the great Gangetic plain.
Today, these districts are among
the most neglected parts of West
Bengal, despite being vital both
strategically and from the security perspec-
tive.

A major part of North Bengal is defined
by the Siliguri Corridor, which is significant
due to its location near the so-called
Chicken’s Neck that links the northeastern
states to the rest of India. The Siliguri Corri-
dor also neighbours Nepal, Bhutan, Bangla-
desh, and China, and connects India to
South East Asia and East Asia through
Myanmar. This makes it strategically
important to India. The massive improve-
ments in infrastructure in the Northeast are
there for all to see. The need of the hour is
to develop the Siliguri Corridor as a bridge
to South East Asia by augmenting its infra-
structure and plugging it into emerging
trans-Asian connectivity networks. This
might be possible only if North Bengal is
independently resourced.

Across the world, economic synergies
within sub-regions divided by political
boundaries are being regenerated. Common
infrastructure and economic spaces that
acknowledge this contiguity are the founda-
tion of such arrangements. The concept of
a composite Northeast is an acknowledge-
ment of this rationale. Viewed from this
perspective, the synergies that can be
exploited by — and the logic of — linking
North Bengal to the Northeast are evident.
Moreover, by including the Siliguri Corri-
dor, the Northeast will assume a contiguity
with Sikkim that it is currently lacking.

The benefits of such arrangements
spread beyond their epicentres. Bengal has
always been a maritime state. Strengthen-
ing land linkages with the Northeast via
North Bengal would create an opportunity
for the whole of the state to expand its his-
torical role as the gateway to the Bay of Ben-
gal. The economic weight of the hinterland,
which made Kolkata (Calcutta) port one of
the great economic hubs of its time, would
be rekindled by reviving this organic con-
nection to the Northeast. 

Prime Minister Narendra Modi’s focus on

{ OUR TAKE }  

Fix accountability 
for the drownings 

West Asia on the brink, 
West needs to step in

I
srael has torpedoed whatever feeble chances there
were of a ceasefire in West Asia, by killing Hamas
politburo chief, Ismail Haniyeh. Perceived to be the

restrained and pragmatic one among the hardline 
Hamas leadership, Haniyeh was to represent the outfit 
in the talks, and conciliator Qatar is right in saying 
that there can’t be further progress with one of the 
interlocutors dead. But the repercussions go beyond 
the ceasefire. The threat of a wider war in West Asia is 
now real.

Haniyeh was killed in the Iranian capital, within 
hours of having attended the investiture of the 
country’s new president, Masoud Pezeshkian. This 
made a carefully calculated response by Iran, as was 
the case in April when Israel killed one of its military 
commanders in Syria, quite unlikely. A face-saver 
attack wouldn’t do, which is why Iran has ordered 
“direct” retaliation against Israel. At the same time, a 
bigger axis against Israel is evolving — apart from Iran, 
Turkiye has vowed revenge for the Gaza deaths. And 
Israel is already locked in conflict with the Yemeni 
Houthis and Lebanon’s Hezbollah. Just hours before 
killing Haniyeh, Israel killed Hezbollah commander 
Fuad Shukr in Beirut. Whether Israel can outmuscle 
this axis or not, a widening of the war will only mean 
more deaths, and, thereafter, more countries forced to 
fall in rank behind either side.

Israel’s allies — primarily the US — need to make it 
clear that it no longer has their support in a war that 
has killed over 40,000 civilians. Failure to get it to stop 
in Gaza, all October 7 justifications notwithstanding, 
has brought the region to the precipice. There can be 
no soft-pedalling now on telling Israeli prime minister 
Benjamin Netanyahu, who has staked his political 
career on the war, to back off.

I
f the deaths of three civil service aspirants in 
Delhi by drowning was a tragedy, what has 
unfolded since has been little short of a farce. 
The authorities have chosen to ignore mounting

evidence of violation of building rules and norms by 
influential people who run coaching centres in 
the Capital in spaces no bigger than cubbyholes, 
cramming as many students as possible into airless 
boxes for profit. There has been little action against 
the laxity of oversight agencies and engineers, who 
allowed such coaching centres to mushroom and 
expand, and no crackdown against other agencies 
that didn’t clean the sewers and stormwater drains 
which allowed sheets of water to pile up and smash 
through the gates of the coaching centre basement, 
marooning the three students in the library. 

Instead of looking at the governance limbo that 
ensured that the Old Rajinder Nagar area was again 
inundated on Wednesday just days after the initial 
tragedy, the authorities have embarked on a strange 
mission to pin responsibility on small fry and junior 
officials. The biggest example of this is the arrest and 
charging of a man who was driving through the 
waterlogged area. Though the Delhi high court has 
now granted him bail, the police saying the man was 
a reveller who caused waves of water to crash 
through the gates of the basement made for a sorry 
spectacle. The high court has now taken note of this 
“strange” and “shoddy” probe and lambasted the 
Delhi government for failing to upgrade the city’s 
infrastructure due to what it termed a “freebies 
culture”. 

On Wednesday, a bench comprising acting chief 
justice Manmohan and justice Tushar Rao Gedela 
did not mince words, calling the incident a case of 
“criminal neglect” and a symptom of “infrastructure 
breakdown at the larger level”. The bench expressed 
dismay that while the police had arrested a passerby, 
they had not acted against or even investigated the 
role of Municipal Corporation of Delhi officials, 
whose negligence contributed to the tragedy.

The court is right. The tragedy, the latest in a series
of similar mishaps, underlines that Delhi’s 
infrastructure is crumbling, its governance is 
hopelessly caught between feuding centres of power, 
and its monitoring systems, non-existent. These 
lacunae need serious investigation and long-term 
fixes, not knee-jerk responses that attempt to shield 
powerful men and women who did not do their job. 
It’s the least that Tanya Soni, Shreya Yadav and Nevin 
Delvin deserve. 

F
inance minister Nirmala
Sitharaman identified man-
ufacturing and services, and
energy security among her
budget priorities. For both,
the budget seeks, “appropri-

ate energy transition pathways that 
balance the imperatives of employ-
ment, growth and environmental sus-
tainability”. To capitalise on these pri-
orities, India must heed developments
in international trade and its growing
— but increasingly complex — links 
with energy security, the climate crisis,
and environmental regulation.

Climate risks are now an economy-
wide concern. Extreme weather can 
damage ports, airports and other infra-
structure, resulting in supply chain 
disruptions. These spillover into the 
wider economy: Insurance costs of 
physical damage, food price shocks, 
and upsetting manufacturing and 
employment targets.

Meanwhile, industrial and trade
policies in foreign jurisdictions could 
disrupt climate action elsewhere. After
decades of advocating against govern-
ment support to industries, advanced

economies have doubled down on 
(green) industrial policy, such as the 
United States’ (US) Inflation Reduction
Act and the European Union’s (EU) 
Green Deal Industrial Plan. 

A related challenge is the continued
concentration of sustainable finance in
advanced economies. In 2019, China, 
the US and the EU had ~30%, ~10%, and
~16% shares of global clean energy 
spending. By contrast, India got ~3% 
and Africa received ~1%. By the end of
2024, these ratios would have barely 
budged. Further, when central banks 
in rich countries raise interest rates to
combat inflation, the cost of finance 
for foreign currency-denominated 
debt for clean energy projects goes up.
With the costs of intermediate 
imported goods also rising, manufac-
turing of cleantech finished products 
becomes even harder.

Energy and resource efficiency are
critical for maintaining industrial 
competitiveness. Industry in India has
consistently suffered due to high 
energy costs for them. But in rapidly 
growing economies, the push for 
energy efficiency can only go some of 
the way. With absolute energy demand
rising, disruptions in the supply of fos-
sil fuels or clean energy create major 
concerns. Trade agreements must 
respond to these concerns now by 
ensuring the security of supply of the 
fuels of the future.

India must prepare strategic
responses for four kinds of trade barri-
ers that will impact its climate ambi-

tions and energy security concerns. 
First, price measures. Council for 
Energy, Environment and Water 
(CEEW) estimates that almost $10 bil-
lion of India’s exports to the EU could
come under the purview of the Carbon
Border Adjustment Mechanism 
(CBAM). The UK has also announced 
that it will implement a CBAM by 2027.
The US is considering border adjust-
ments for embedded carbon in traded
goods. Rather than hope for relief from
a moribund World Trade Organiza-
tion, India must calculate the exposure
to various sectors but also the opportu-
nity that arises from sustainability 
measures, which could give Indian 
industry an edge in greener trade. The
ongoing Free Trade Agreement (FTA)
negotiations with the EU and the UK 
should also consider how India’s sus-
tainability measures receive equiva-
lent treatment so that our exports can
jump some green tariff walls.

Secondly, non-price measures. Sus-
tainability-driven non-tariff measures
(NTMs) are on the rise (from 8% of all
NTMs notified to the WTO in 1997 to 
19% in 2021). EU regulations target 
heavy industries like chemicals as well
as jobs-intensive industries such as 
textiles, vehicles and consumer elec-
tronics, which could adversely impact
up to $27 billion of India’s exports to 
the EU.

India also has a strong interest in
developing clean technologies with 
wide applications across industrial 
sectors. Green hydrogen is one, but 

For industrial growth, 
green trade will matter
India must prepare 
strategic responses for 
four kinds of trade 
barriers that will impact 
its climate ambitions and 
energy security concerns
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With our AI Act, we create guardrails 
not only to protect people and their 
interests but also to give businesses 

clear rules and certainty
On the European Union’s landmark law on

Artificial Intelligence which came into force on Thursday

The case for including 
North Bengal in NEC

HC’s rebuke underscores the farcical probe in 
the case where scapegoats are being used to 
shield systemic corruption at highest levels

Harsh 
Vardhan 
Shringla
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women drop out of paid work. In India, in 
general, culturally, women are ‘required’ to 
take up paid work only if they need to sup-
port their families. ‘Not required to work’ is 
seen as a mark of high status and it also redu-
ces the exposure of women to ‘outsiders.’ 

Also, Indian women continue to be mainly 
responsible for childcare, elderly care and 
household work. Commuting poses another 
challenge in terms of modes of transport, 
time taken and safety while commuting.

As the state develops, men’s income will 
rise first and the status-income effect would 
come into play. There is some evidence in 
2022-23 data that in urban UP, women’s 
LFPR does not rise among higher consump-
tion deciles as it does in the rest of India. 

Men’s incomes also increase faster 
because they can migrate to other states for 
work. Women’s migration for work remains 
low and temporary. According to the Migra-
tion in India 2020-21 report, only 0.7% of 
total female migration was for employment. 
Men sending remittances back home also 
lowers the pressure on women to take up 
paid work to support their families. 

There are no easy ways to raise earning 
opportunities for Indian women. As the data 
shows, the task is especially difficult for 
India’s largest state. 

of working-age women were in the young 
adult category, compared to only 31% in the 
rest of India. Similarly, the proportion of 
teenagers set to enter the working-age pop-
ulation over this decade is larger in UP. 

India’s average total fertility rate (TFR) 
being 2, UP’s TFR at 2.4 is still above the 
replacement rate of 2.1, according to the lat-
est National Family Health Survey. The TFR 
indicates the number of children per woman 
of childbearing age. So, UP will witness a 
demographic expansion for longer than rel-
atively prosperous states like Tamil Nadu 
and Gujarat. 

In the age group of 30-59, the gap in 
women’s LFPR between UP and the rest of 
India is narrower. However, in urban UP, 
women’s LFPR in this age group at 17.4% in 
2022-23 was only about half of that across 
the rest of India. 

UP is urbanizing fast. As per news reports, 
the state government expects around 40% of 
its population to live in urban areas in five 
years, from around 30% currently. State pol-
icies must ensure that women can partici-
pate in urbanization and benefit from it. 

It is difficult to disentangle supply and 
demand factors behind low women’s labour 
participation. The supply-side explanation 
includes social and gender norms around 

T
he state of Uttar Pradesh is deceptively 
large. Working-age women (20-59 
years) in the state—about 57 million in 

2021—outnumber the entire population of 
countries like Canada, Australia, Malaysia, 
and South Korea. The state has more women 
aged 20-29 than the combined population 
of Norway, Finland and Denmark. 

Given the vast size of UP, it makes sense to 
look at the state separately from the rest of 
India in the ongoing debate around low 
women’s employment. 

Data from the Periodic Labour Force Sur-
vey shows that in 2022-23, only about 19.8% 
of young adult women (20-29 years) in UP 
were either employed or looking for work—
known as the labour force participation rate 
(LFPR)—compared to 33.2% in the rest of 
India. In urban UP, only 16.3% of young adult 
women were labour-force participants, 
while in the rest of urban India, the propor-
tion was close to 30%. 

This gap is worrisome, since UP is a young 
state demographically. In 2021, around 37% 

seemed more intuitive, warm and 
human than the cold ‘ten blue links’ of 
Google’s search results. GenAI is built 
on language, much like we humans are, 
and its powerful Transformer algo-
rithms (the ‘T’ in GPT) parse the vast 
troves of language on the internet to 
give us answers by probabilistically 
providing the next set of words to any 
word or prompt we give it. This is how 
we humans learn and think with lan-
guage, but it is this very human quality 
of making up stuff as it goes along—and 
being optimized for believability and 
not facts—that make Large Language 
Models (LLMs) of GenAI not very con-
ducive to the factual precision we expect 
of search. Thus, while GenAI has been 
out there for a couple of years, it has not 
been a credible danger to Google’s 
search engine so far. 

This hasn’t stopped people trying. 
Bing immediately incorporated 
OpenAI’s GPT4 into its search results 
and renamed it Copilot, a startup called 
Perplexity has made waves with its 
robust competition (see: bit.ly/3Sr9fKy), 
and even Google incorporated its own 
LLM Gemini into its search results. 
However, the hallucinatory and proba-
bilistic nature of GenAI often led to dis-
astrous results, with Google’s GenAI-
based search confidently making Bar-
ack Obama African, for example. 

Last week saw the biggest onslaught 
on Google’s monopoly yet, the launch 
of SearchGPT by OpenAI. OpenAI 
seems to have learnt from the mistakes 
of others. It is being careful, releasing a 
prototype for 10,000 users so as to learn 
and improve results before a wider 
launch. It has struck deals with content 
producers like Wall Street Journal, Vox 
Media and Associated Press, both to get 
quality content and send traffic back to 
publishers “by prominently citing and 
linking to them in searches.” Publishers 
also have a way to “manage how they 
appear in OpenAI search features,” as 
per OpenAI. This partnership-led 
approach by the world’s hottest GenAI 
company is perhaps the most credible 
threat that Google has seen so far. 

My view is slightly different, though: 
the biggest threat to Google Search is 
Google itself. The first reason is what 
Clayton Christensen called the “innova-
tor’s dilemma.” The Transformer was 
invented at Google’s lab, but it was 
OpenAI that took it forward. Google saw 
GenAI and LLMs as being too reputa-
tionally dangerous, and a direct threat 
to its lucrative advertising-led search 
business model. The risk of launching 
something that would cannibalize its 
own business was too great, and so it 
demurred—the classic innovator’s 
dilemma. Secondly, Google’s dominant 
position has made it complacent. The 
Google interface is a bad user experi-
ence, with advertiser links disguised as 
actual results dominating its first page, 
although users want the best possible 
result rather than advertised results. 
Google is optimized for the advertiser, 
not the consumer. The third reason is 
what usually happens to a wildly suc-
cessful company with a monopoly grip: 
bloated structures slow down decision 
making, its leadership grows tentative 
and global regulators begin circling 
around and slowing down innovation. 

Thus, while SearchGPT and Perplex-
ity will launch frontal attacks on its 
search empire, the biggest threat to 
Google is Google itself. 

A
rguably the best business model 
ever invented, other than the 
illegal one of peddling drugs, is 

search. This is a $200 billion plus mar-
ket today, with gross margins estimated 
at 60%, growing at 10% every year and 
projected at $371 billion by 2031. As we 
all know, one player dominates this 
lucrative market: Google, with a highly 
enviable 90%-plus market share. No 
one has been able to get anywhere 
close, with even mighty Microsoft’s 
Bing a light year behind at No. 2 with a 
3.7% share. Besides the acclaimed supe-
riority of Google’s search algorithms 
and its effective use of AI, another big 
reason is network effects and the fact 
that Google has now become a verb. 
What you need, you ‘google.’ 

No wonder that every tech company 
on Earth is trying to get a piece of the 
action, but has so far only managed to 
gather crumbs left behind by Google. 
Despite onslaughts by Microsoft and 
Yahoo, and pretenders like Duck-
DuckGo and Wolfram Alpha, Google 
has never really been under any threat. 
Until now, that is, with a new technol-
ogy which threatens to upset its cosy 
world. The technology is Generative AI, 
and it is perhaps the first credible threat 
to Google’s throne. 

This was apparent when ChatGPT 
was launched by OpenAI. Suddenly, we 
had another way of finding information 
and content out there, but a way that 

Google’s search business is so lucrative that it faces the risk of a financial hit if it pivots fully to AI  

JASPREET BINDRA
is a technology expert, author of ‘The Tech 

Whisperer’, and a Masters in AI and Ethics 

from Cambridge University.

Women’s labour participation: Lower for longer in UP
VIDYA MAHAMBARE & VIVEK JADHAV 

I
ndia’s transition to clean energy has been 
short of climate-action heroes, so it’s natu-
ral for investor interest to chase Bhavish 
Aggarwal-led Ola Electric, which leads the 
local market for electric scooters, selling 
four out of every ten rolling onto Indian 

streets. This startup had a dream ascent to uni-
corn status, as it zipped past older rivals, fuelled 
by a perfect storm of factors: an acceleration in 
demand for electric vehicles (EVs), a receptive 
audience for an aggressive sales pitch and gov-
ernment support by way of a price subsidy. For 
B-schools, Ola serves as a splendid case study 
of brand extension: from taxi services to EVs. 
And Ola Electric is now set to go public with 
an equity offer that places its value at around 
₹33,500 crore. Large as this may seem, it’s only 
40% of what the company was earlier looking 
at, reportedly, and also a steep drop from its last 
funding round, which valued it at $5.4 billion. 
Naturally, too, Ola’s ramp-up to this stage 
invites closer scrutiny. 

While Aggarwal has averred that Ola Elec-
tric’s valuation was cut to make its share issue 
more attractive for investors, there’s a trail of 
signs that point to a less-than-smooth ride thus 
far. Take the scope of Ola’s market ambition, a 
key determinant of what value it could foresee-
ably create for shareholders. On Independence 
Day, Ola plans to reveal details of an electric 
motorcycle on its launch pad. Scroll back to 15 
August 2022, though, and it was India’s four-
wheeler market being served notice of Ola’s 
entry. “Indian carmakers are conservative, 
thinking that we only want small cars or maybe 
mid-sized cars,” Aggarwal had then said at a 
livestream titled ‘Mission 2022,’ “Global auto-
makers think that the Indian market is not 
ready for world-class tech and hence sell their 

hand-me-down tech in India... We deserve a 
car that defines our new destiny.” With this 
review of a market gap, he promised an electric 
car that would be the fastest made in India, with 
a pedal thrust taking it to 100kmph in under 
four seconds, a range of over 500km per 
charge, an all-glass roof and advanced digital 
tech. Its launch? 2024. Or so it said on the 
screen at the end of that spiel. Today, Ola’s IPO 
papers make no mention of any electric car. 
According to Aggarwal, the company never 
formally communicated any timeline for what 
was showcased as an “aspiration product,” and 
its shift in priority is part of a broader strategy 
to build a robust EV ecosystem. The company 
recently set up a gigafactory in Tamil Nadu, a 
unit that makes lithium-ion cells to power EVs. 

Although battery making success could give 
Ola an edge in the EV transition, the awkward 
car episode means it can expect hard questions 
from investors just to assess the realism of its 
business strategy. Some of its practices have 
been under a cloud too. As Mint recently 
reported, some of its market share was on 
account of scooters sold to its own group entity. 
It also has an employee attrition rate that’s 
higher than it should be at this stage of a startup. 
Earlier, its scooter safety record had attracted 
criticism. Although such problems can be over-
come, it’s clear that its management must take 
extra care in adapting to the discipline that a 
publicly listed company demands. Investors 
will expect strategic clarity, with no sudden 
swings in market focus. An entrepreneurial cul-
ture may place a premium on ‘flexibility,’ with 
startup lore full of quick reversals and alterna-
tive paths, but a widely held corporation must 
hunker down on what investors have been led 
to expect. Unexplained re-routing won’t do. 

Ola Electric: It’ll have to 
go strictly by a road-map 
The electric scooter maker has been a success and boasts of its own gigafactory, but going 

public will mean far greater accountability. Weakly explained shifts in strategy won’t do 
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The Union government
has indicated that it will

go ahead with the civil
services aptitude test
(CSAT)—the preliminary
examination for recruiting
civil servants—in its current
format. It is a decision from
which it should not back
off.

The hue and cry over
CSAT—with Hindi-speaking
aspirants protesting on the
streets in Delhi—is
unwarranted. The CSAT
tests very basic, school-level
skills, including English
comprehension. Surely all
civil servants ought to have
them? Demanding a
relaxation—slyly couched
in terms of a language
controversy—is
unacceptable.

In India it is easy to
“relax” anything and
everything; one just needs
to have sufficient numbers
on the streets to create a
law-and-order problem.
The civil service, originally
an apolitical institution, has
been so twisted by political
interference that any more
tinkering will leave it wholly
useless. Governing India
well requires its
strengthening, not
weakening.

QUICK EDIT

Civil

solution

July rain deficit narrows
BY N IKITA MEHTA

nikita.m@livemint.com
·························
NEW DELHI

India’s July rain deficit nar-
rowed to 10% of the long-
term average for the

month, marking a recovery
from the driest June in five
years, the India Meteorological
Department (IMD) said, as
kharif crop sowing picked up
in tandem.

An area of 70.6 million hec-
tares was sown under different
crops till 1 August, up from
53.3 million hectare a week be-
fore. Sowing so far is 14% less
than last year’s figure—an area
of 81.9 million hectares was
sown by this time last year—
but only marginally lower than
the 73.4 million hectares sown
in 2012.

The June rain deficit was
43% of the long-term average
for the month. However, even
though the monsoon rains
gathered pace after mid-June,
over half the country has re-
corded deficient rainfall this
season.

“After the poor rainfall in
June, we were anticipating
poor sowing. Over the past few
weeks many of the drier states
received good rainfall, so there
is substantial improvement in
sowing of kharif seeds across
the country by end of July,”
said N. Chattopadhyay, deputy
director general, agricultural
meteorology division, at IMD
in Pune.

The shrinking of the rainfall
deficit in July comes at a time
when policymakers have been
concerned about the impact of
a below-average monsoon on
foodgrain production and in-
flation. The June-September
monsoon accounts for more
than 70% of the annual rainfall
in India and irrigates crops
grown on half the country’s
farmlands.

Retail inflation, measured by
the Consumer Price Index,
slowed to a record in June and
Wholesale Price Index (WPI)
decelerated to a four-month
low the same month, but there
have been worries that sub-par
rainfall could cause prices to
rise again and deter the central
bank from lowering interest
rates to boost economic
growth that slumped to sub-5%
levels for two consecutive
years.

Although the monsoon has
shown signs of picking up, it
does not necessarily mean a
boost to agricultural produc-
tion, one economist warned.

“The overall amount of rain-
fall is not as important as when
it comes and how distributed it
is,” said Madan Sabnavis, chief
economist at Care Ratings.

“The delay in monsoon in
certain parts of the country has
already affected many crops.
Agriculture ministry data
shows that area under cultiva-
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NORMAL RAINFALL 
EXPECTED IN AUGUST
 The last week of July ended with rainfall that was 9% below average, but the 
weather office held out happy tidings in its latest monsoon update on Friday, 
forecasting normal or above-normal precipitation in August. Plentiful and 
well-distributed rains in August can help shrink the deficit in the first half of 
the monsoon and minimize fears of drought.

Figures indicate the percentage deviation 
of rainfall from its normal levels between 
1 June and 1 August for each meteorological 
subdivision in the country

*DNH: Dadra and Nagar Havelli

Source: IMD

BY MADHURA KARNIK &

SWARAJ S INGH DHANJAL

·························
MUMBAI

Indian companies are dis-
posing of assets that aren’t

central to their main business
in an effort to both cut flab and
use the proceeds to pay debt.

In the first four months of
the fiscal year alone, compa-
nies put more than `17,000
crore of assets on the block, a
Mint analysis shows. Many of
them are so-called non-core
assets—units that aren’t vital
to their main business opera-
tions and can be disposed of to
raise cash when needed.

Tata Steel Ltd, Tata Power
Co. Ltd, Suzlon Energy Ltd,
Bharti Airtel Ltd and the GMR
Group are among the compa-
nies that have either sold or in-
itiated the process of selling
non-core assets. As of 31
March, these companies had a
combined `2.4 trillion of debt
on their books.

Optimism about a revival of
the economy under the new
government after two years of
sub-5% growth and an uptick
in the stock market that has
driven up valuations is driving
up such sales, which will aid
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Firms continue
to dispose of
non-core assets
to pare debt

BY AFP & REUTERS

·························
NEW DELHI

Indian factory output surged to
a 17-month high in July, ac-

cording to a key business survey
on Friday, fuelling recovery
hopes in Asia’s third-largest
economy.

But the HSBC Purchasing
Managers’ Index (PMI), keenly
watched as a harbinger of indus-
trial expansion and overall eco-
nomic health, also flagged infla-
tion worries ahead of a key mon-
etary policy meeting next week.

The PMI survey jumped a full
1.5 points to 53 last month—its
best performance since February
2013. A reading of over 50 points
suggests expansion while under
50 indicates contraction.

While the PMI has signalled an
expanding manufacturing sector
for nine months, a surge in new
orders in July helped drive the
solid improvement in business
conditions. The new orders sub-
index soared to 55.9, its highest
since February last year. That
was the biggest monthly jump in
the measure in eight months.

“A flood of new orders from

both domestic and external
sources has led to a surge in ac-
tivity,” Frederic Neumann, HSBC
Asian research co-head, said.

“Finally, the manufacturing
sector is starting to pick up
steam,” Neumann said.

The output and order rise was
across the board, Neumann not-
ed, boosting hopes the economy
could be rallying from its deepest
slowdown in a quarter-century.

Business confidence has been
building that Prime Minister
Narendra Modi’s National Dem-
ocratic Alliance government,
which took office in late May,
will initiate policy changes to
spur growth, despite a budget
last month that eschewed radical
reforms.

The PMI results coincided
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India’s factory output hits
17-month peak in July
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While the PMI has signalled an expanding manufacturing sector for nine 
months, a surge in new orders in July helped drive the solid improvement 
in business conditions. 

SIGNS OF RECOVERY
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IT: Infosys to work
closely with start-ups >4

CORPORATE: Subrata Roy to negotiate
property sales from Tihar conference hall >3

TELECOM: DoT expects to start next
spectrum auction by February >4

INTERNATIONAL: Gaza truce collapses in
new wave of violence >12
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NEW DELHI

A day after the collapse of ef-
forts in Geneva to strike an

eleventh-hour compromise to
salvage the first deal in the 19-
year history of the World Trade
Organization (WTO), India
stood firm on Friday, dismissing
dire warnings by rich nations
over the future of the multilater-
al forum.

At the same time, India also
offered to help find a negotiated
solution to its proposals on food
security stockholdings that led
to WTO’s failure to meet a 31
July deadline for wrapping up
the trade facilitation agreement
(TFA).

Negotiators in Geneva
warned of consequences over
India’s refusal to agree to the
deadline that would have taken
the TFA, aimed at simplifying
customs procedures and cutting
transaction costs, into the WTO
rulebook.

The talks remained dead-
locked after New Delhi stuck to
its stand that nations must si-
multaneously find a permanent
solution to proposals on food
security, which it says are the
priority of poorer countries.

On Friday a commerce minis-
try official in New Delhi said on
condition of anonymity that In-
dia is prepared to re-engage in
negotiations on “day one” after
the summer break at Geneva
with a clear understanding that
its position on food security is
firm and its commitment to
trade facilitation is “100% firm”.

“We want trade facilitation
and food security should both
pass the muster together and we
will work towards that. We look
forward to receiving support
from our other members and
friends in the WTO. Given to
ourselves, we are prepared to
negotiate a permanent solution
in September itself,” he said on
condition of anonymity.

But WTO director-general
Roberto Azevedo, in his address
to the informal meeting of the
trade negotiations committee
on Thursday evening, said that
missing the deadline for TFA
would have likely repercussions
in all areas of WTO’s work.

“My sense, in the light of the
things I hear from you, is that
this is not just another delay
which can simply be ignored or
accommodated into a new time-
table—this will have conse-
quences. And it seems to me,
from what I hear in my conver-
sations with you, that the conse-
quences are likely to be signifi-
cant,” he said.

Azevedo, however, left it to
the member countries to decide
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India sticks to
stand as WTO
talks collapse

BY SHALLY SETH MOHILE &
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Auto sales in India rose for
the second straight month,

according to July sales data re-
leased by individual auto mak-
ers on Friday, suggesting that a
recovery may have begun to
take hold in the sector after a
two-year slump.

After declining for nine
months, demand started pick-
ing up in June as lower excise
duties and new product
launches helped spur demand.
The interim budget in Febru-
ary had lowered the excise
duty on small cars, scooters,
motorcycles and commercial
vehicles to 8% from 12%. This
was later extended by the Na-
tional Democratic Alliance
government in June.

Sales at car market leader
Maruti Suzuki India Ltd, which
sells one of every two cars in
India, reflected the turna-
round.

Maruti sold 90,093 units in
the domestic market, an in-
crease of 20% over the year-ago
period. Sales of the company’s
compact cars, including Swift,
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Auto sales rise
for second
straight month
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Any society that fails to 
harness the energy and 

creativity of its women is at a 
huge disadvantage in the 

modern world. 

TIAN WEI

We recently saw the biggest 
onslaught on Google’s monopoly 
yet with the launch of SearchGPT 

by OpenAI, which seems to 
have learnt from the mistakes of 
others in this high-stakes pursuit.  

The biggest threat to Google 
Search is Google itself, as it faces 
an ‘innovator’s dilemma’: If it uses 
AI for a superior user experience, 

its advertising model could 
be adversely impacted. 

Q U I C K  R E A D

states for shipping. Goods must be trans-
ported by rail or road for long distances, 
increasing transportation costs. Port devel-
opment along industrial corridors would 
help, but until these new ports are opera-
tional and integrated into the state’s trans-
portation network, UP will face higher 
export costs than states with direct access to 
coastal ports. 

The Niti Aayog’s report on Export Pre-
paredness Index 2022 highlights that, 
although UP is performing well on export 
growth, it suffers from infrastructure gaps, 

power shortages, low for-
eign direct investment 
and low manufacturing 
value addition. Stream-
lining land acquisition 
and simplifying regula-
tory processes would cut 
delays and lower costs. 

Even as manufacturing 
expands in UP, the ability 
of women to take up jobs 
depends on several other 
factors. One of the main 
factors is the income-sta-
tus norm. When the 
income of their menfolk 
increases, many Indian 

marriage, housework, care work and restric-
tions in terms of mobility. Demand-side 
determinants include a lack of job opportu-
nities, especially near homes and in sectors 
where women traditionally work. 

When average education levels are lower, 
low-skilled manufacturing sectors are con-
sidered conducive for women to take up 
paid work. Currently, the share of manufac-
turing in UP’s state economy is only 12%. 
When Tamil Nadu had a similar per-person 
real income back in the early 2000s as UP 
has today, the share of manufacturing in 
Tamil Nadu’s state econ-
omy was around 20%. 

The UP government 
expects manufacturing 
to be a major driver of 
economic growth and 
job creation. The state 
has the highest number 
of ‘smart cities’ under 
development and the 
construction of several 
industrial corridors is 
underway. 

But there is a catch. 
Since UP is landlocked, 
manufacturing exports 
rely on ports in other 

India’s labour force survey shows 
that less than a fifth of young 

adult women in Uttar Pradesh 
were either employed or looking 

for work in 2022-23, compared 
to 33.2% in the rest of India.

The state has a higher birth rate 
than the national average, and 
while its manufacturing sector 

could create jobs, social factors  
are also at play that go against 
raising women’s employment.

Q U I C K  R E A D
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SearchGPT is a smaller threat to 
Google than its own challenges

are, respectively, professor of 

economics and director 

(research) at Great Lakes 

Institute of Management, and 

assistant professor of 

economics, Institute of 

Management Technology, 

Ghaziabad.
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T
he Indian government’s decision to 
increase capital gains tax on listed 
stocks overnight by 2.5% for long-term 
gains and 5% for short-term gains was a 
brave one. Consider the context. India 
had been one of the best performing 

capital markets in the world. The Economic Survey 
had specifically called out challenges in sustaining 
overseas investor interest in a competitive global 
marketplace. The call, thus, had to be taken judi-
ciously: will an overnight rate increase cause a crisis 
of confidence and lead to a pullback of global funds, 
or will the market still view the 12.5% and 20% tax 
rates as fair and take this in its stride? In the event, 
the government was proven right. The market fell 
as an immediate reaction, but then it recovered and 
even gave a thumbs-up by rallying smartly. The 
finance minister and ministry officials handled the 
narrative deftly, calling it a “rationalization of rates 
in response to industry representations.” 

Having successfully managed this change, it is 
an opportune time to think about whether there 
are still any small kinks to be ironed out in the 
manner the law has currently been proposed. This 
piece argues for three changes, which stay true 
to the core principles that the government has 
enunciated in this budget and could be considered 
for the final version of the law. 

Convertible instruments: The first relates to the 
treatment of convertible instruments. Under the 
current proposals, unlisted debentures take the 
character of debt and are therefore treated as 
short-term assets, subject to maximum marginal 
tax rates on transfer. It is fair to treat debt and its 
returns as normal income. After all, interest 
income is taxed at full rates. One could legitimately 
say that gains on transfers of debt are no different. 
They ought to be taxed similarly. 

A problem, however, arises where unlisted 
debentures are convertible. This is because glo-
bally, these instruments are used in the capital 
structure of entities for specific commercial pur-
poses—such as providing senior treatment to pure 
equity—but in essence, the convertibility ensures 
that the returns profile is that of equity. The 
Reserve Bank of India recognizes this principle 
and treats compulsorily convertible instruments as 
equity. The Centre’s FDI policy also accords the 
same treatment. Accounting norms similarly view 
these instruments as capital. Thus, the first tweak. 
Where a debt instrument, even if unlisted, is con-
vertible, it is essential that tax law recognizes its 
equity nature and places it in the same bucket as 
shares for taxation purposes as well. This will be 
conceptually fair and allow investors, funds and 
corporations to continue using this instrument the 
way it is normally used, without having to struc-
ture it artificially merely because the tax law does 
not recognize the true nature of such instruments. 

The budget’s tax bravery paid off 
but taxation could be improved

Asset markets shrugged off the capital gains hike but three tax policy tweaks could help boost investment at little fiscal cost  
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F
inancial bubbles are inherently polit-
ical. John Law’s doomed pumping of 
Mississippi Company stock in 18th-

century France came with the state’s 
blessing. Deregulation also helped fuel 
Japan’s 1980s market boom. More 
recently, Sam Bankman-Fried (SBF), the 
frizzy-haired mogul jailed for his role in 
cryptocurrency exchange FTX’s collapse, 
was accused by prosecutors of using over 
$100 million in stolen money to fund lob-
bying efforts. When the good times roll, 
politicians rarely want to stand in the way.

Which is why nobody should be sur-
prised or relaxed about crypto’s political 
comeback after its last boom-and-bust 
cycle, with Donald Trump leading the 
charge. With SBF’s sentencing in the rear-
view mirror and with new Bitcoin 
exchange-traded funds helping propel the 
digital asset to new highs, Trump has 
raised more than $4 million in crypto 
donations and sold almost 200,000 base-
ball-card-style NFTs depicting him as 
“America’s Superhero.” At a crypto event 
on Saturday, under the slogan “Make Bit-
coin Great Again,” Trump vowed to fire 
top securities regulator Gary Gensler in 
favour of a more pro-crypto watchdog.

It’s the ultimate grift, in a way. When 
Trump was president, he rightly worried 
about the volatile price and destabilizing 
geopolitical impact of crypto, whose lack 
of intrinsic value is still a deterrent for 
many investors. But this is the campaign 
trail. Bigging up Bitcoin and selling tacky 
NFTs is a way of doubling down on 
crypto’s largely male user base as a key 
demographic for Trump and running 
mate J.D. Vance, who has mocked “child-
less cat ladies.” It’s also a way of angling for 
dollars: Talk of friendlier regulation or 
replacing Gensler (whose term isn’t up 
until 2026) is cheap from Trump’s point of 
view, while the prize of support down the 
line from pro-crypto political action com-
mittees (PACs) is anything but—they have 
already raised $170 million this cycle.

And lobbying is really what this is about. 
Forget tales of a people’s army of crypto 
donors, or of high-minded principles like 
SBF’s beloved ‘effective altruism’; serious 
PAC money is being kicked in by venture-
capital firms like Andreessen Horowitz 
and exchanges like Coinbase, and comes 
at a time when the $2.6 trillion crypto 
market is pushing back against legislative 
proposals aimed at combating illicit 
finance that would squeeze profits. 

This goes beyond Trump or the Repub-
lican Party: Pro-crypto PACs are some-
times choosing friendly Democrats to 

support in crowded primary races.
This renewed sloshing of crypto into 

politics should worry voters and regula-
tors. Crypto advocates have for the past 
decade preached not in favour of good 
regulation but less of it; lax oversight tends 
to impose high costs on punters lower 
down the ladder when the market inevita-
bly turns and exposes fraud, rug-pulls and 
financial crime. FTX was hardly unique: 
Its one-time nemesis Binance last year 
pleaded guilty to anti-money laundering 
and sanctions violations, agreeing to pay 
over $4 billion in fines and its billionaire 
founder is currently serving time in jail. 
Total fines issued to crypto actors by the 
US Securities and Exchange Commission 
(SEC) reached a cumulative $2.9 billion in 
2023, according to Cornerstone Research. 
The clean-up isn’t over.

Some have argued that the SEC goes too 
far in defining what is and isn’t a security 
in decentralized finance. But caution is 
still warranted on the path to new rules in 
a world where volatile and scammy digital 
coins are a dime a dozen and lobbyists 
thrive. This isn’t just an issue for US poli-
tics. In the UK, former government minis-
ters have joined crypto startups and called 
for pro-crypto policies. In France, where 
President Emmanuel Macron has bal-
anced the need for tough rules with the 
opportunity to attract fintech investment, 
a former lawmaker is being probed for 
influence-peddling linked to crypto pro-
motions, which he has denied.

We shouldn’t overstate the role of 
crypto in politics either. There are bigger 
industries out there with deeper pockets 
also exerting pressure. Even if some politi-
cians’ talk of a Bitcoin strategic reserve 
seems like an incredibly risky suggestion 
for an asset that didn’t even exist before 
2008, there’s no denying that institutions 
like pension funds are more comfortable 
owning it.

Still, given a choice between less or 
more crypto in politics, the former clearly 
looks preferable. When John Law went 
into exile, he left behind a trail of ruined 
speculators and a country that would 
eventually slide into revolution. If another 
Bitcoin bust takes place, we may look back 
on Trump’s electoral conversion as the 
moment more speculative fuel was 
poured onto the fire. ©BLOOMBERG

Crypto in politics: It could end 
up fuelling the speculative fire

Trump’s Bitcoin embrace suits his campaign but should worry us

Former US President Donald Trump has 

taken a pronounced pro-crypto stance AFP

This tweak will sharpen the distinction between 
debt and equity treatment and lead to the concep-
tually appropriate outcome. 

Buyback of shares: The second conceptual 
change that the budget for 2024-25 has made 
which calls for a similar tweak relates to buybacks. 
The government has taken a clear call that a buy-
back is akin to distribution of profits and should be 
taxed as dividend. This leads to the inequity that 
the cost of shares bought back is 
not immediately allowed as a 
direct offset, but instead 
becomes available as a capital 
loss for future set-offs against 
capital gains if and when they 
arise. I do not argue that this 
inequity be removed. However, 
it is important to recognize that a 
buyback is not always a distribu-
tion of profits. Indian company 
law, for example, permits com-
panies to buy back one class of 
shares from proceeds of another 
class of shares. Likewise, if the 
company has surplus cash 
because of over-capitalization, a 
buy-back can be a means to sim-
ply return capital. 

Accordingly, the tweak this provision would 
need is to bring in the concept of accumulated 
profits while reckoning the tax treatment of buy-
backs. To the extent the company has accumu-
lated profits, it is fair that the proceeds thereof be 
treated and taxed as dividend. However, if that is 

not the case, then the balance ought to be treated 
as capital gains. This would achieve the govern-
ment’s objective of recognizing buybacks as dis-
tribution of profits and also align Indian tax norms 
with those already operating in the context of cap-
ital reduction. 

Sovereign/ pension fund exemption: Today and 
till March 2025, a beneficial tax regime is 
accorded to specified investments made by noti-

fied pension and sovereign 
funds in India. The logic for this 
is that investments by this class 
of investors are long-term, 
patient and good for nation 
building. In fact, contrary to tra-
dition, even in the February 
vote-on-account, this exemp-
tion was extended by a year to 
March 2025. Extending it fur-
ther would be in consonance 
with the broad principle behind 
a slight pull-back of government 
spending and accompanying 
expectations of the private 
investor community. 

These three tweaks will fur-
ther the message that this bud-

get has laid out—one of policy consistency and out-
come predictability, which are fundamental prin-
ciples that investors look for while forming a view 
on which geographies to allocate capital to. These 
changes will not cause any material revenue loss to 
the nation, while they would encourage a virtuous 
investing cycle. 

While the budget did well to raise 
tax rates on capital gains without 
hurting the stock market, a few 
other policy tweaks would help. 
Convertible debt, for example, 

would be better taxed as equity.

Share buy-backs that are not 
profit distribution shouldn’t be 

treated as such and India should 
extend its special regime for long-
term funds. These changes could 
raise India’s investment appeal.

Q U I C K  R E A D

SHALINI UMACHANDRAN Instagram. Instead of worrying about cere-
monial uniforms, it might be pertinent to 
find out if Indian athletes have the gear in 
which they’ll be able to perform their best. 
Could the critics, instead, have asked ques-
tions—before the team reached Paris—
about the support they got as they trained, 
recovered from injury, sought sponsors, 
went through selection processes and pre-
pared for these contests? Self-righteous 
outrage and solidarity, unfortunately, are 
rarely expressed at such volume when ath-
letes complain about lack of funding, poor 
quality equipment, badly-maintained train-
ing facilities, politics in selection, corrup-
tion and sexual harassment. We don’t think 
about what sportspersons really need, but 
more about their image on a stage. 

Indian athletes don’t need this defence, 
or any other, for they fight far greater battles 
everyday just to keep playing. But when 
they were celebrating their moment at the 
Olympics opening ceremony, the gracious 
thing for us to do might have been to cheer 
for them, their spirit and their accomplish-
ments, instead of picking on the way they 
looked. Viscose or handloom, woven or 
printed—we are so easily distracted into 
focusing on the trivial instead of the real.

photograph of herself in the orange-and-
green bordered sari and wrote that carrying 
the Indian flag was “one of the greatest hon-
ors of my life,” a number of comments that 
followed were about her clothing. There’s a 
streak of misogyny that’s hard to ignore 
when people—male or female—pick on 
what she wore, rather than what she said.

Could the Indian Olympic team have 
been better dressed? Could the show of 
sporting strength also have been a parade of 
India’s textile history? Maybe. After all, a 

few other countries man-
aged it. But these gaps 
are symptoms of the 
inconsistency and 
unpredictability of  
sports administration in 
India. Their interest in 
sport, like ours, can be 
desultory or keen, 
depending on the issue, 
the game and the people 
involved. Teams from 
other countries have 
been cheerfully unbox-
ing high performance 
gear at the #olympicvil-
lage for their followers on 

spent most of their lives in preparation for 
that moment, pushing through the kinds of 
challenges that armchair commentators, 
myself included, cannot imagine. Hockey’s 
Sumit Kumar Walmiki, for instance, has 
often talked about his childhood—as a nine-
year-old, he’d clean a dhaaba every morning 
before school and hockey practice to bring 
home a package of food that the family ate 
for the day. Just a few months ago, as we all 
saw, Vinesh Phogat and other wrestlers 
spent days in protest, were manhandled by 
the police and were rep-
rimanded as “indisci-
plined” for calling out 
sexual harassment and 
demanding action 
against it. After the 
trauma of those weeks, 
Phogat had to drop 
down a weight category 
to qualify for the Olym-
pics, and in effect, learn 
to master her sport again 
to represent India. Yet, 
when Sindhu (who like 
Phogat is at her third 
Olympics), flag-bearer 
for the team, posted a 

Paris Olympics seemed neither grand nor 
glamorous to a country that’s grown used to 
the shimmering parades of billionaire and 
celebrity weddings. The saris and kurtas 
with jackets that the team wore were practi-
cal and relaxed, and didn’t make a state-
ment—and unfortunately, we now expect 
flash-bang from everything, on an endless 
scroll. While the scandal of mildly crumpled 
kurtas was being disguised as concern for 
sportspersons and pride in India’s now 
creased image, this misdirected rage actu-
ally indicates how little we care for athletes. 

We spent two days grumbling about how 
they looked during the opening ceremony, 
rather than cheering the fact that this is the 
second-largest contingent in the history of 
Independent India, with a large squad of 
shooters and track-and-field participants; 
47 of the 117 athletes are women, and they 
include some of our best medal hopes, from 
P.V. Sindhu (badminton) and Nikhat 
Zareen (boxing) to debutants Jyothi Yarraji 
(track and field, hurdles) and Parul Chaud-
hary (track and field, steeplechase), as Mint 
Lounge reported in our Olympics special 
last weekend. 

The Indian athletes who participated in 
the ceremony on the Seine last Friday had 

I
 rarely feel sorry for the cricket team, but 
last weekend, I did. We regularly send 
“the boys” out to play in an unflatteringly 

gluey shade of blue—this year, accentuated 
with bright orange—covered with digitally 
printed sponsor names that overshadow 
their own. Yet, no one bemoans the way 
they look, feels disgraced by their uniforms, 
or expresses toe-curling shame about their 
appearance. They represent India and its 
interests on a global stage too; surely their 
jerseys require more design input. If not 
their practical playing jerseys, maybe their 
off-field navy India blazers could be hand-
woven and made to shine with a touch of 
embroidery? 

Instead, it seems all our demands for top-
quality clothing and showy fabric are 
reserved for the Olympic contingent of ath-
letes, who looked perfectly presentable in 
white, saffron and green, carrying off the 
colours of the flag with pride. India’s team 
uniforms for the opening ceremony of the 

The Olympics showing India should be talking about

is editor of Mint Lounge. 

We spent two days grumbling 
about how they looked during 
the opening ceremony rather 
than cheering India’s team and 

asking if they had what they 
needed to deliver their best.

Grace demands that we talk 
about their trials, tribulations and 
performances, instead of picking 

on the way they looked. Alas, 
we’re too easily driven to focus 
on the trivial instead of the real.

Q U I C K  R E A D
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N the mid-1990s, as the number 
of  American homes accessing 
the internet was growing, there 
was concern about the potential 
negative impact of  sexual con-
tent online. Dubbed the ‘Great 
Internet Sex Panic’, it led to the 

introduction of  Communications Decency 
Act in 1995 to address the perceived threat 
of  pornography taking over the web.

The Act was the first federal attempt to 
define as a crime the use of  computers to 
send ‘indecent speech’ or offensive material 
to others, and the US Supreme Court later 
partly struck down a majority of  the provi-
sions relating to indecent speech as being 
unconstitutional. The Act, however, proved 
central to the rise of  the Silicon Valley and 
modern internet. Hidden within the Act 
was a consequential part, section 230, that 
protects online platforms from being held 
legally responsible as the ‘publisher or 
speaker’ of  third-party content. As a result, 
it has facilitated business models of  tech 
giants currently dominating the internet. 

Before section 230, internet firms en-
countered the risk of  users utilising their 
services to engage in illicit activities, poten-
tially leading to legal liability for facilitat-
ing such unlawful behaviour. Section 230, 
known as the Magna Carta of  the internet, 
provides “good samaritan” protection from 
civil liability to service providers for third-
party information carried by them but does 
not shield them from responsibility for in-
formation they have created or activities 
unrelated to third-party content.

For instance, the law has been used to 
safeguard service providers such as social 
media companies against legal actions 
arising from their choices to transmit or 
remove user-generated content. In India, 
unlike section 230, section 79 of  the Infor-
mation & Technology Act, 2000 says inter-
net service providers are immune for host-
ing third-party data, information, or 
communication, provided they observe 
‘due diligence while discharging [their] 
duties’—provided under IT Rules.

As the world stands on the precipice of  a 
new era in artificial intelligence, the rapid 
advancement of  large language models 
(LLMs) is poised to disrupt multiple indus-
tries. These are stochastic parrots that en-
gage in convincing chatter without genu-
ine comprehension. They are trained using 
extensive datasets, which allows them to 
accurately identify, translate, anticipate, or 
create text or other forms of  information.

However, they can also make things up, 

hallucinate, and often generate content that 
makes untrue factual claims. This isn’t a 
problem of  bad inputs but rather a function 
of  the way the LLMs that underpin AI 
work. They also challenge existing legal 
frameworks and force us to re-evaluate the 
boundaries of  liability. Will these LLMs be 
considered information service providers? 
Or will operators of  LLMs be held directly 
liable for the content generated? 

The legal interpretation of  section 230 in 
the US or section 79 of  India’s IT Act as a 
potential defence against claims arising 
from LLM outputs has not been settled by 
courts. However, it is likely courts may be 
called upon to resolve this matter soon. If  
these sections are to be relied on, the nature 
of  the LLM and its function may end up de-
ciding whether or not the good samaritan 
exemption becomes applicable. Some LLMs 
that act like retrieval engines (such as Per-
plexity) may rely on being similar to Google 
and not considered as content generators.

However, in the case of  LLMs that gener-
ate creative content, the answer may not be 
straightforward. If  the new content in-
cludes statements or information not 

present in its training data, these may be 
perceived as completely new information. 
However, at the same time, these LLMs gen-
erate content based on particular prompts 
and inputs and may be comparable to the 
autocomplete feature in search engines.

Advocates for expanding the good samar-
itan exemption contend these models func-
tion as advanced content curation systems, 
similar to search engines or social media 
feeds, which display material according to 
user input. They argue that imposing legal 
responsibility on operators will impede in-
novation and deter the advancement of  
positive AI applications. On the other hand, 
critics argue that LLMs exhibit distinctions 
compared to conventional service provid-
ers. Instead of  simply serving as a platform 
for user-generated content, these models 
autonomously produce content, which 
gives rise to worries over the possibility of  
mass distribution of  false information, of-
fensive language, or copyrighted material. 

The complexity of  this discussion is 
heightened by the obscure nature of  LLMs, 
which frequently lack clarity regarding 
their training data, algorithms and deci-
sion-making processes. While some have 
argued for a tiered system of  liability, 
where operators would be held to higher 
standards of  accountability but still main-
tain some protections, the operators may 
most likely be excluded from claiming the 
exemptions. . Further, the exemption under 
section 79 is only applicable when the infor-
mation is “made available by third parties” 
and “transmitted or temporarily stored or 
hosted” by the service provider. 

Regardless of  legal outcomes, the opera-
tors of  AI systems have a moral duty to act 
responsibly by being open on the function-
ing of  the AI, proactively mitigating poten-
tial biases and equipping users with tools 
to identify and report harmful content. As 
we explore this uncharted territory, one 
thing is certain: the era of  LLMs has be-
gun, and the established legal and regula-
tory frameworks that have governed the 
internet for many years are now facing a 
fundamental challenge. 

(Views are personal)
(saaisudharsans@gmail.com)
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Magna Carta is the law, let the king 
look out. So it has always been with 
tyrants among our own people

INDIAN EXPRESS IS NOT AN  
INDUSTRY. IT IS A MISSION.

— Ramnath Goenka

HE Arctic Polar Sea Route, often 
referred to as the Northern Sea 
Route (NSR), has emerged as a 
significant focus of  global mari-
time interest due to the increas-
ing accessibility of  Arctic waters 
resulting from climate change. 

Recent discussions between Indian and 
Russian officials, including a high-level 
meeting in Vladivostok in March 2024 and 
subsequent negotiations, underscore a 
strategic shift towards deeper cooperation. 
This evolving route, while promising for 
nations like India and Russia, stirs signifi-
cant concern among Western nations.

In March 2024, Indian and Russian offi-
cials convened to discuss a broadening 
partnership in Arctic shipping. Their agen-
da prominently featured the operationali-
sation of  the Eastern Maritime Corridor, a 
proposed shipping lane linking Russia’s 
Far East to Chennai. This corridor is seen 
as a significant enhancement to the NSR, 
which has been gaining traction as a viable 
alternative to traditional routes.

India, although currently engaged more 
modestly with Arctic shipping compared
to China, is keen on leveraging this route 
to enhance connectivity. The NSR, instru-
mental in moving substantial volumes of  
cargo from Russia’s Arctic port of  Mur-
mansk, could offer India a strategic advan-
tage, particularly in securing Russian oil 
and gas resources.

The route’s promise
The NSR presents a compelling alternative 
to the Suez Canal, reducing the sailing dis-
tance between Europe and Asia from 21,000 
km to 13,000 km. For India, this route offers 
reduced transit times and potential cost 
savings. However, compared to China, al-
ready extensively using the NSR, the dis-
tance savings for India might be less pro-
nounced. Nonetheless, India’s interest in 
the NSR aligns with its broader strategy to 
diversify supply chains and develop alter-
native transport corridors, especially in 
light of  ongoing global disruptions and 
sanctions on Russian energy exports. Dur-
ing the first seven months of  2023, India was 
responsible for 35 percent of  the 8 million 
tonnes of  cargo transported by the NSR, 
primarily consisting of  coal and crude oil. 

India’s involvement in Arctic shipping 
could extend beyond trade. The bilateral 
cooperation agreement with Russia in-
cludes training Indian seafarers for Arctic 
navigation, a crucial step given the com-
plex conditions in polar waters. This col-
laboration could also open avenues for In-
dian firms in shipbuilding, as Russia seeks 
to capitalise on the economic opportunities 
presented by the NSR’s expansion. 

Geopolitical considerations
Russia’s strategic interest in the Arctic is 
multifaceted. The NSR is central to Russia’s 
plans to enhance its global trade routes and 
reduce reliance on chokepoints like the 
Suez Canal and the Strait of  Malacca. The 
NSR’s development, supported by substan-
tial investments in icebreaker tech and in-
frastructure, aims to boost traffic volumes 
significantly. Russia announced ambitious 
plans to increase traffic tenfold by 2035 and 
engaged in joint ventures with global logis-
tics companies to achieve this goal.

The NSR offers substantial economic 
benefits for Russia by enhancing its logis-
tics capabilities and global trade position. 
It  shortens the shipping distance between 
Europe and Asia, which translates into a 
transit time shorter by 10 to 15 days, which 

can significantly decrease shipping costs. 
For instance, the cost of  transporting a con-
tainer from Europe to Asia via the NSR is 
estimated to be around 20 percent lower 
compared to the traditional route. This ef-
ficiency boost enhances Russia’s Arctic 
ports’ economic viability, encouraging in-
vestments in infrastructure such as ice-
breakers and port facilities. In 2023, cargo 
traffic through the NSR reached over 35 
million tonnes, a significant increase from 
previous years, underscoring its growing 
importance in global trade.

Furthermore, it does have a significant 
impact on India. For example, a container 
shipping from Mumbai to Rotterdam via 
the NSR can cost approximately $1,500 less 
than the traditional Suez Canal route.

In 2023, India’s total exports to Europe 

amounted to over $50 billion, and even a 
small percentage increase in competitive-
ness could significantly boost trade vol-
umes. Leveraging the NSR can help Indian 
companies avoid congestion issues at 
chokepoints like the Suez Canal, which ex-
perienced record delays in recent years. By 
incorporating the NSR into their logistics 
strategies, Indian businesses could gain 
greater reliability and efficiency in their 
supply chains.

Strategic responses
The Arctic’s warming climate and conse-
quent reduction in ice cover present both 
opportunities and challenges for global 
shipping. While NSR offers a shorter and 
more efficient route, it also raises environ-
mental concerns. The International Mari-
time Organization has implemented regu-
lations to mitigate environmental impacts, 
such as the ban on heavy fuel oil in Arctic 
waters that will come into force in 2029.

Western nations are wary of  the implica-
tions of  the NSR’s development, particu-
larly in light of  Russia’s growing influence. 
The Arctic has become a new arena of  geo-
political competition, with Russia and Chi-
na positioning themselves as key players. 
This has led to increased scrutiny and stra-
tegic manoeuvres by Western powers, con-
cerned about the potential dominance of  
Russia and China over this critical route.

The Arctic’s evolving shipping landscape 
also highlights the broader strategic con-
test between Western powers and Russia. 
As the NSR becomes more commercially 
viable, it could reshape global trade pat-
terns and influence international relations. 
The potential for increased traffic and eco-
nomic activity underscores the need for a 
coordinated global response to manage the 
environmental and geopolitical challenges 
associated with this maritime frontier.

The recent developments in India-Russia 
cooperation reflect a strategic shift towards 
leveraging the NSR  for enhanced trade and 
connectivity. For India, it offers opportuni-
ties to diversify its supply chains and se-
cure vital energy resources, while also fos-
tering broader bilateral ties with Russia.

However, the implications of  the NSR’s 
development extend beyond these bilateral 
relations. Western nations are closely mon-
itoring the Arctic’s transformation, as it 
represents a new frontier of  geopolitical 
and economic competition. The evolving 
dynamics of  Arctic shipping will undoubt-
edly influence global trade patterns and 
international relations in the years to 
come, making it a critical area for strategic 
attention and policy development.

(Views are personal)
(manishtewari01@gmail.com)
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AI AND THE MAGNA 
CARTA OF INTERNET

THE ARCTIC ROUTE: 
RUSSIAN TIES AND 

WESTERN WORRIES

MANISH TEWARI Lawyer, MP and former I&B minister

Section 230 of the US Communications 
Decency Act, which protects online 
platforms from legal liability as 
publishers of third-party content, has 
been called the Magna Carta of the 
internet. Section 79 of the Indian IT 
Act offers similar cover. However the 
laws evolve, AI system operators have 
a moral duty to act responsibly

A thawing Arctic has given India the chance to diversify supply 
chains through Northern Sea Route and secure more Russian 

fuel supplies. The implications extend beyond bilateral relations

SOURAV ROY

SAAI SUDHARSAN 
SATHIYAMOORTHY

Advocate, Madras High Court

Kamala’s advantage
Ref: Talking down Israel, playing up Ukraine 
(Aug 1). The article gives us an impartial analysis 
of the upcoming US elections. Donald Trump’s 
slogan ‘America First’ may captivate  a chunk 
of the electorate at first but they may have 
reservations on his belligerence later. Kamala 
Harris’s pragmatic approach to international 
conflicts may finally get more credence.
S Madhavan Thampi, Haripad

Kerala failure
Ref: Wayanad tragedy a deadly reality check 
for fragile Kerala (Aug 1). The saddest part 
is our rulers are least sensitive to disasters 
that continue taking a toll  on lives. Whether 
it is natural disasters or road fatalities, they 
fail  to wake up to the gravity of the situation. 
This is sheer democratic failure.   
P Mangalachandran, Kannur

Asian conflict
Ref: Hamas’s political chief Haniyeh 
assassinated (Aug 1). This may invite a 
direct confrontation between Israel and 
Iran. The escalation of regional conflict 
may further deteriorate the security crises 
prevailing in West Asia and might have global 
ramifications. Global powers must step up to 
bring back both sides to the negotiation table 
and put an end to the ongoing crisis.   
M Rishidev, Dindigul

Cricket’s loss 
In the passing of Anshuman Gaekwad, Indian 
cricket has lost a feisty and courageous batter. 
Known for his grit and defiance against pacers, 
Gaekwad was a reliable opener during his 
heyday. His career-best of 201 against Pakistan 
in 1983 at Jalandhar was a marathon knock 
where he spent more than 11 hours at the crease, 
showing a monk-like patience.
R Sivakumar, Chennai 
         
Sabha decorum
Rajya Sabha Speaker Jagdeep Dhankhar saying 
the RSS has ‘unimpeachable credentials’ was 
interesting. When the basic nature of the 
organisation is under a cloud of suspicion, the 
VP could have avoided making such a statement 
given the ‘ impartial’ nature of his post. 
Unnikrishnan Nair, Kuthiathode

Reservation required
Rattling voices have been talking about 
reserving jobs for Kannadigas, and many 
corporate honchos felt that discrimination 
against immigrants is not fair. Multinational 
companies and the private sector always 
prefer non-Kannadigas for white collar jobs. 
Menial jobs go to Kannadigas. Job reservation 
is the only light that can lift the unemployed 
Kannadiga youth from darkness.
D S Gururaj, Bengaluru
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WORLD LEADERS MUST 
JOIN HANDS TO STOP  

WAR IN WEST ASIA

T
HE war in West Asia is escalating. The recent turn of  
events has the potential to draw more countries into it and 
create a situation so combustible that it may impact the 
entire world. On Tuesday, Israeli rockets fired into Leba-
nese capital Beirut killed Fouad Shukur, a top commander 

of  the Iran-backed armed group Hezbollah. This was followed 
by the assassination of  Hamas political leader Ismail Haniyeh 
in the Iranian capital Tehran. Though no one has claimed re-
sponsibility for the Hamas leader’s killing, the Iranian and Ha-
mas leaders have blamed Israel for it. The US has been quick to 
reject accusations of  their involvement in Haniyeh’s killing. 
Nonetheless, the Hamas and Hezbollah leaders’ assassinations 
have led to threats of  retaliation and apprehensions about the 
spread of  the conflict with a new front opening on Israel’s north-
ern border with Lebanon, the Houthis intensifying attacks in 
the Red Sea, and Iran, Iraq and Syria joining the war.

It is time for the world community to redouble its efforts to 
calm tempers in West Asia and prevent a full-scale war. The 
Israel-Palestine conflict has already led to a loss of  over 40,000 
lives. Further escalation will not only be dangerous for regional 
stability for generations, but also lead to a bigger humanitarian 
crisis than there already is. The international community must 
respond quickly and decisively to this emerging threat. More 
multi-pronged diplomatic efforts to de-escalate the conflict 
should have started long back. The US, Israel’s closest ally and 
largest military supplier, should engage with Russia and China, 
which enjoy good relations with Iran, to prevent a larger war.

The core of  the conflict—the Palestine issue—has been sim-
mering for far too long. It has been clear for decades it needs to 
be resolved for moving towards lasting peace in the region. But 
the immediate need is to prevent the spread of  war. The Houthi 
blockade of  the Red Sea has already had a huge impact on trade 
and inflation. A full-scale war will further disrupt supply chains 
and energy supplies, leading to dire economic consequences. 
The world simply cannot afford a prolonged regional conflict. 
Despite their sharp differences on Ukraine, the US and Russia 
must use their leverage in Asia to bring peace to the region.

BENGALURU TUNNEL PLAN: 
A CHALLENGE & A THREAT

K
ARNATAKA Deputy Chief  Minister D K Shivakumar, 
also the minister in charge of  Bengaluru’s develop-
ment, has floated the idea of  having a 60-km north-south 
and east-west network of  underground roads to decon-
gest the city. He has proposed the first one linking a loca-

tion near Esteem Mall on Bellary Road in north Bengaluru 
with the Silk Board Junction in southeast Bengaluru—a dis-
tance of  18.5 km. There are some major challenges facing this 
proposed mega project. It is estimated to cost `30,000 crore, 
or `500 crore per km, according to the deputy CM’s letter to 
Union Finance Minister Nirmala Sitharaman seeking cen-
tral funds in December 2023. At the same time, the state gov-
ernment is staring at a ̀ 56,000-crore annual spend on the five 
guarantees promised during last year’s poll campaign.

Experts have warned that a thorough scientific assessment 
of  the soil structure and profile is a must, considering that 
sinkholes appeared during the city metro’s underground 
works. Bengaluru’s average soil profile across its 750-square-
km area includes layers of  weathered or hard rock starting at 
about 8 metres below the surface. Above it is a layer of  medium 
to dense silty sand with clay, gravel or filled-up soil. Consider-
ing that the surface layers are becoming increasingly fragile 
in urban areas due to frequent infrastructure work, utmost 
diligence should be the priority if  the tunnel project is under-
taken. The city has a high population and construction density, 
which makes it extremely challenging to burrow under with-
out adversely impacting life and property overground. The 
project would also need to avert underground structures such 
as water and sewage pipelines, the metro’s underground seg-
ments, and the deep foundations of  some high-rise structures. 
Given the hard rock base in a densely-developed city, a project 
such as this would be extremely challenging.

Crucially, adding roads—overground or underground—would 
mean encouraging greater use of  private vehicles. Also, the city 
already has a poor record of  maintaining subways that are regu-
larly flooded during heavy rains and have even claimed a life. 
The safety of  the underground tunnels would be top of  the mind 
for Bengalureans. The better and cheaper alternative would be 
to qualitatively improve and quantitatively expand the existing 
public transport infrastructure with greater investments in bus 
and metro connections. Safer, quicker and more comfortable 
intra-city travel is a dream in a congested city like Bengaluru.

Q U I C K  TA K E

END THE COLOUR CONFUSION

A war of  colours has broken out over the weather office’s 
shaded warnings. After unnaturally high rainfall in Ker-
ala and Delhi led to death and destruction this week, both 

states claimed the Indian Meteorological Department’s red 
alert came hours too late. A red alert means extremely bad 
weather would disrupt connections and pose significant risk 
to lives; an orange alert is a signal to heighten vigilance and 
take precautions. The coloured warnings are not new and 
acting on them should be swift and proactive, not a call to wait 
for clearer signals. Rather than escalating the blame game, 
the three tiers of  government and disaster management agen-
cies should hone their coordination countrywide.
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In May 2020, close on the
heels of the covid out-
break, my husband lost his

job. It was an unexpected
knock to take barely a month
after he was awarded the best
employee. The company that
he was serving for the past
many years attributed the
pink slip to the pandemic, and
following it, it was near
impossible for him to find
another job. In most cases, it
seemed as if he was deemed
over-age. In the traditional
sense, it must be true that 58
years is the time to hang one’s
boots, but taking superannu-
ation was far from his mind. 
His mental and physical abil-
ities had not dimmed a wee
bit and he had many more
years of active work life left in
him. But it was hard to con-
vince a work culture that was
transitioning to a younger
demographic about his wor-
thiness. He was soon forced
to stop looking for a job and
start something of his own.
Three years on, it is a decision
we don’t regret taking. But
there is one thing that I have
not been able to decipher. 
If a company considers a
person to be too old to seek
employment at that age, what
makes older doyens eligible to

seek fresh terms as heads of
state? This question is more
relevant now after John Biden
was forced to step aside fol-
lowing doubts over his dimin-
ishing cognitive abilities on
various platforms. Biden’s
dropping out in no way sug-
gests that his opponent (who
is younger by only three
years) is more eligible to be
the boss at the White House
if age is a major criterion for
holding responsible positions. 
Yet, in public service, it is par
for the course for older men
and women to push it till eco-
nomic and social policies
allow or they are naturally
indisposed. Why is 80 a
wholesome number to be at
the helm of a state and 60 an
age to retire for employees?

There is no doubt that the age
gap between the highest and
lowest denominators at a
workplace has widened sig-
nificantly. 
There are concerns about an
agile, IT-driven young gener-
ation unable to work along-
side an older brigade that fol-
lows old clunky ways. On this
side things, it is still a huge
challenge for those used to
archaic practices of function-
ing to adopt digital modes
overnight. But experience is
something we still cannot
discount. On the other hand,
we also need a lot of young
blood to keep our workplaces
vibrant. People age different-
ly.  Their biological age may
not be commensurate with
their chronological age. In a

recent interview on CNN,
Anthony Fauci, former chief
medical advisor to the
President of the United States
looked and sounded many
times more agile and vigorous
at 81 than Biden does. My
mother at 77 is much less
healthy than a few other rela-
tions in their 90s. So to deter-
mine people’s capabilities
based on the number of sum-
mers they have seen is a
faulty method.  Our cognitive
age and ability to handle the
pressures of a job is some-
thing only we can gauge. 
It is for us to decide if we are
fit to handle the responsibil-
ities – be it to serve the
nation, run a company or a
household. John Biden must
have eventually realised that
cracks are showing up in his
public image and faculties and
that stepping aside is the
most gracious thing to do,
both for his self-esteem and
for the sake of his country.
Although it had to come
after much persuasion, he
made the call.
Congratulations to him for
being rational and accepting
‘it is what it is’. 

(The author is a Dubai-
based author and columnist;

views are personal)
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Bombay. Furthermore, he was a pioneer
in advocating for workers' rights, intro-
ducing an eight-hour working day, free
medical facilities, and more. As stated at
the outset, it is impossible to fully cap-
ture the essence of JRD Tata, whose life
itself was his message.
Tata passed away in Geneva, Switzerland,
from a kidney infection on 29 November
1993, at the age of 89. A few days before
his death, he remarked, "Comme c'est
doux de mourir" ("How gentle it is to
die"). Upon his death, the Indian
Parliament was adjourned in his mem-
ory, an honor rarely given to those who
are not members of parliament. 
He was buried at the Père Lachaise
Cemetery in Paris. Pages from JRD
Tata's life ought to be made compulsory
reading in our parliament and legislative
assemblies. It might lead to some intro-
spection and, perhaps, inspire some of
our elected representatives to mend their
ways. Politics in India being what it is, I
know this is just daydreaming on my part.

Avinash Godboley |Dewas

������������������������������
Madam — This refers to the editorial,
Enough is enough ( July 29) vide which
the bitter truth was elaborated that the
inaction of municipal authorities and the
lack of accountability have resulted in yet
another tragedy.  The tragic death of three
students at the illegal Rao IAS Coaching
Centre in Old Rajendra Nagar area of
Delhi is a shameful tale of gross and
unpardonable negligence at the admin-
istrative level. This illegal business is
flourishing with the connivance of MCD
officials. The basement meant for com-
mercial storage was illegally converted
into a coaching centre. There was no
emergency exit and no technical scien-
tific arrangements for drainage. The
issuance of NOC for building usage and
security lapses reflected lackadaisical
approach of the MCD officials. Harshest
punitive measures must be taken against
the people responsible. 

Yugal Kishore Sharma | Faridabad

����� �!"��#���#$���!��
Madam — After the recent mind-bog-
gling violence in Bangladesh, things
seem to be stabilising for now. Hopefully,
peace will not be compromised again, as
Dhaka is an important neighbor for New
Delhi. Prime Minister Sheikh Hasina's
support for those who fought for the lib-
eration of Bangladesh, led by her late
father Sheikh Mujibur Rahman, is well
known and reasonable. In the past,
Hasina's firm and decisive action against
the offenders of the 1971 Bangladesh
Liberation War earned her praise, but her
indecision and leniency towards extrem-
ism were criticized by moderates and lib-
erals.
Her recent decision to reserve fifty-six
percent of jobs for the descendants of the
liberation movement was undoubtedly
aimed at certain sections of the country's
vote bank. Although the Bangladesh
Supreme Court struck down the order
and reduced the reservation to five per-
cent, Hasina must be feeling the setback.
Some short-sighted remarks by Hasina
during the students' protests further
fueled emotions. It's time for the longest-
serving Prime Minister of Bangladesh to
get her act together and display the states-
manship expected of her.

Ganpathi Bhat| Akola

"�!��!$��%����&���"�"�
Madam—The 29th of July 2024 marked
120 years since the birth of JRD Tata,
fondly called Jeh by those close to him.
Words cannot do justice to his modesty,
philanthropy, achievements, awe-inspir-
ing firsts, patriotism, and staunch belief
in the three guiding tenets of
Zoroastrianism: good thoughts, good
words, and good deeds, without profess-
ing either belief or disbelief in God.Jeh
was India's first commercial pilot lice nse
holder and the first to fly a commercial
plane from Karachi to Madras. 
He was also the first Indian businessman
who refused to bribe politicians and the
first to establish Asia's first cancer care
hospital, the Tata Memorial Centre in
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elders.
An illustration of this could
make the point clear. In
Sanskrit, there is a saying
“Satyam brooyat, priyam
brooyat, na brooyat satyama
priyam”. “Broadly translated,
it means, speak the truth, but
speak it pleasantly. If a
truth is bitter, it need not be
spoken”. Whether this is
desirable or not is a moot
point. What is more, is that
other sayings can be found to
be very different than the
one quoted above. For
example, there is another
Sanskrit statement
“Satyameva jayate” “A free
translation into English
would be that “truth alone
triumphs”. The two state-
ments are clearly in two dif-
ferent contexts and mean
two different things.
There is an element of con-
tradiction between the two.
It is here that adult learning
acquires a special veneer of
its own. What that special
something is a matter of
experience and exposure.
Some people who repeated-
ly emphasised in their child-
hood that they must always
tell the truth get so much in
the habit of only telling the
truth that they become
offensive in conversations.
This is not because of their

ill intention, but their style
itself became ‘offensive’.
Such offensive behaviour can
have a heavy price. After all,
tact is something that is not
an optional extra, it is essen-
tial to life.Being tactful does
not end up lying or being
untruthful. It only trains a
person to be sensitive to
another person’s feelings and
sentiments. 
It also raises the importance
of recognizing that all inputs
contribute to better and
improved behaviour.
Creating a situation in which
everyone gains and a better
environment is established is
essential. If bluntness caus-
es hurt rather than improve-
ment, it could lead to dete-
rioration of quality of life,
which cannot be the objec-
tive of any action. 
The obvious conclusion is
that learning is a complex
phenomenon with multiple
layers. It needs judgement
sensitivity, and foresight. In
the absence of any of the
above relationships, they can
become compromised. After
all, if the relationship itself is
lost, one might ask: what is
the input about? 
This issue is fundamental to
the act of living. This is so
because man is a gregarious
animal, and the act of living

requires a collective experi-
ence. Learning therefore is
a lifelong exercise requiring
continuous involvement and
the capability to evolve.
External inputs to learning
are of course critical, but
internalization of the same is
the core. Unfortunately,
whereas much attention has
been paid to teaching, an
equal amount of attention is
due to the ways of the learn-
ing process. There are
indeed definite limits to the
capacity to learn and meth-
ods of learning. 
This is something that needs
to be more widely recog-
nized than before, especial-
ly since it does not seem to
be integrated into the larger
theories of learning. Indeed,
one needs to pay attention to
also when and how a revi-
sion of the learning process
becomes seminal.
To sum up, it is important to
recognize the continuous
nature of learning and one’s
central role in keeping that
learning alive. A teacher can
only help the process but
cannot substitute a learner’s
learning.
(The writer is a well-known

management consultant of
international repute. The

views expressed are 
personal)
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The real world can be
tricky to negotiate.
This is because a lot
of early childhood
learning needs sub-

stantive modification when it
comes to real life. Illustratively,
a child is taught many princi-
ples which are simply imprac-
ticable as he grows up.
Typically, a child will be told
never to do something without
informing their parents, where-
as in real life this is neither fea-
sible nor practicable.
The truth is, that childhood
learning is about basics; one
learns to modify or calibrate it
as one goes along. It has to do
with a child’s mind and estab-
lishing certain principles that
life experiences may define or
modify. Consider the case of
teaching a child about parallel
lines. The child is taught that
parallel lines are lines that
never meet. That’s good
enough for his purposes. As one
matures and gains a few years,
the child transitioning into
adulthood learns that parallel
lines do meet, but they meet at
‘infinity’. Similar examples can
be cited elsewhere. However,
more to the point is a simple
proposition, namely that learn-
ing has to do with the capacity
and capability of the learner.
The same principle can under-
go several modifications or
even alterations. As one
emerges into adulthood, one
learns many other intricacies
about life, and several of them
can only be re-learned only
through experience. Here is
the need to sharpen a person’s
capacity for continuous learn-
ing and absorption. Typically,
the adult, as he goes through
life, meets different types of
people, and there is a clear need
to coexist with several others.
One’s judgment becomes a cru-
cible for deciding what the
truth is and where one has to
steer clear or walk through it.
This is what adult learning is
about, and it is a lifelong neces-
sity that is felt  at each
stage.Sometimes strange situa-
tions can occur, especially if one
learns through
aphorisms/proverbs/ folk say-
ings, and even the wisdom of
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An age-old adage
"necessity is  the
mother of

invention"still holds now.
This aforementioned adage
is duly proven by the fact
that Nitin Pratap Varma
Senior Scientist and highly
esteemed research scholar
from Dhanbad-based IIT-
ISM and currently working
as Senior Scientist  for
Shahjahanpur( UP) based
company G Surgiwear
Limited, felt the necessity of
resorbable implant that
could be fully absorbed in
the bodies of accident vic-
tims as part of treating their
fractured bones.
Understanding this need of
the hour, Varma held meet-
ings with members--scien-
tists of his research team.
Many brainstorming ses

sions with experiments
ensued. Eventually, the team
led by Varma zeroed in on
the final product and invent-
ed the "magnesium implant"
for the first time in the
world. Shedding light on
factual aspects of his inven-
tion, Varma says: "For many
years, I have been observing
the predicaments and trou-
bles being suffered by bone-
fractured patients due to
inserted implants compris-
ing plates and screws made

up of stainless steel and tita-
nium metals Since those
plates and screws remained
embedded in the body,
patients had to undergo
painful sufferings for a long
period. To remove those
metallic plates from the
body, the patients have to
undergo surgery which is
physically tormenting as
patients have to bear the
brunt of risk aspects of
surgery. 
And to add insult to injury,
patients bear the huge
expenses of surgery.Keeping
in mind the troubles faced
by patients, Varma convened
a series of meetings with his
fellow scientists and team
members to discuss the use
of plates made up of
resorbable metals in place of
stainless steel--made plates

After having a long discus-
sion, we reached to the sci-
entif ic conclusion that
implant of resorbable metals
gets fully absorbed in the
body within 3-5 years of
insertion. 
It is no hyperbole on my part
if I say it vanishes into the

body. Thus through contin-
ued research and experi-
ments, we invented and
zeroed in on magnesium
implant due to its path-
breaking resorbable quality
in the human body. 
Patients do not feel any
physical  inconvenience

afterwards., Varma explains
matter-of-factly. Analysing
his bone treatment-related
achievement in an in-depth
manner, Varma explains that
there are three kinds of met-
als that are resorbable and
biologically safe: magne-
sium, zinc and iron. 
Undoubtedly, these metals
have their pluses and minus-
es.Varma and his colleagues
have been experimenting
with resorbable metals to
gain knowledge of their util-
ities and qualities. 
For this very purpose, the
team of scientists also visit-
ed the Jamshedpur-based
National  Institute of
Metallurgy institution to
seek intricate technical
knowledge of metals.
Expressing optimism over
the utility and quality of

magnesium implants, Varma
avers that the invented prod-
uct has reached the final
stage; since the product has
already been implanted in
animals for testing its effica-
cy. 
Also, to be well-versed with
different clinical parame-
ters related to experimental
procedures, the animals have
been kept under observation
for six months. 
Results from animal testing
are very encouraging.After
successfully experimenting
with this product in animals,
Varma has plans to test this
product in human bodies.
For this, he has decided to
seek permission from the
Drug Controller General of
India. Having successfully
tested this product in human
bodies, it will be put in the

public domain, Varma
explains.
Eventually, it is no exagger-
ation to say that the inven-
tion of the magnesium
implant is slated to bring
revolutionary changes in the
treatment of bone fractures
and other bone diseases.
This is more so because as
per a research report, scores
of scientists are engaged in
experimental procedures of
implants in laboratories the
world over. And in this con-
text, thousands of research
papers have been inked and
published. But to this date,
those scientists have yet to
make in-roads to reach the
level of realistic utility of
implants.

(The writer is a freelancer;
views expressed are 

personal)
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courses out of the scheme.
Secondly, private banks still need
to be more willing to finance gov-
ernment-sponsored schemes. As
of March 31, 2024, loans amount-
ing to Rs 115.75 crore had been
extended to just 10,077 borrow-
ers over the past decade.However,
the government's unwavering
commitment to addressing this
issue is evident in the new model
skill loan scheme, which aims to
meet the challenges of a highly
skilled workforce emerging from
paced technological changes.
Relevant skills are in demand, and
the cost of acquiring specialised
skills is higher. 
Only 5% of the so-called skilled
workforce is formally trained, cre-
ating a significant skilling gap
that needs to be urgently
addressed. While 26.5 crore chil-
dren enrol in school each year, by
the time they reach higher edu-
cation, their numbers have dwin-
dled to 4.3 crores. To align with
the National Education Policy
(NEP) 2020 mandate, an addi-
tional five crore children who
pass school need to be included
in higher education and to make
skill training accessible to every
individual, especially the large
number of students from rural
India. 
The Model Skill Loan Scheme is
not just a solution but a necessary
and urgent step in bridging this
gap.The skill economy is increas-
ingly market-led, integrating
new-age learning into the skill
development ecosystem. The
youth from urban and semi-
urban areas recognise the oppor-
tunities for skilling and livelihood
improvement. An initiative like
the Model Skill Loan Scheme
opens doors to many skill cours-
es in sectors such as healthcare,

beauty-wellness, IT, AI-data sci-
ence, cloud applications, digital
marketing, hospitality, anima-
tion, gaming, graphic designing,
and drone technology. 
These courses, driven by chang-
ing industry dynamics, offer sub-
stantial placement opportunities
and the potential for global
mobility, providing a promising
future for the youth and opening
doors to international career
prospects.
The second scheme aimed at
skilling 20 lakh youth over five
years. The scheme, with a total
outlay of Rs 60,000 crore, aims at
fulfilling this objective by upgrad-
ing 1,000 Industrial Training
Institutes (ITIs) in the hub and
spoke arrangements with out-
come orientation. It's an ambi-
tious scheme that aims to make
youth more employable by
imparting industry-specific skills.
The course content and design
will be upgraded to reflect the
skill needs of the industry. For
instance, emerging IT sector
needs could include cyber secu-
rity or data analytics skills.The
third scheme introduced in the
Budget for Skilling Youth is a
comprehensive scheme that pro-
vides the youth with internship
opportunities in 500 top compa-
nies. 
This first-of-its-kind scheme,
aiming to cover one crore youth
in 5 years, has the potential to be
a game changer in tackling youth
unemployment. This internship
scheme's innovative approach
and potential impact make it a
beacon of hope for young people's
future employment, promising a
significant reduction in youth
unemployment rates.
Moreover, landing an internship
is difficult, leading to a vicious

cycle of frustration and disap-
pointment. Students with profes-
sional degrees like MBA, engi-
neering, etc., may still find land-
ing jobs or internships easier
after graduation. However, the
scenario could be more precise
for unemployable humanities
graduates with no ready-made
market-appropriate skill set.
Thus, such a scheme providing
young graduates across disci-
plines with internship opportuni-
ties at leading companies can be
a game-changer if implemented
properly and effectively. Perhaps,
in the future, the government
could consider widening the
scope of this scheme by making
it mandatory for companies
above a specific size (the govern-
ment could come up with a set of
specifications to decide this) to
take in a fixed number of interns
every year and fund the training
program through their Corporate
Social Responsibility (CSR)
funds. These funds are a compa-
ny's initiative to assess and take
responsibility for the company's
effects on environmental and
social well-being.Most impor-
tantly, the internship opportuni-
ties provided under this new
scheme could significantly boost
the employability quotient of
youth. With concrete experience,
they will be more likely to land a
job. However, implementation,
effectiveness, and accountability
are crucial to fostering employ-
able skill sets.
(The writer is a Co-Founder and

MD of Orane International, a
Training Partner with the

National Skill Development
Corporation(NSDC), Network
Member of India International

Skill Centres; Views expressed 
are personal)

One of the top nine priorities
of the Union Budget is
employment and skilling. In
line with this, three schemes
have been announced to

promote skilling. The first scheme
involves increasing the maximum loan
amount for high-end skilling courses
under the revamped Model Skill Loan
Scheme from Rs 1.5 lakhs to Rs 7.5 lakhs,
with an interest rate of 1.5% per annum.
This scheme is expected to empower the
youth by providing easy access to
advanced-level skill courses, potential-
ly removing significant financial barri-
ers for many deserving students and can-
didates to gain futuristic and in-demand
industry skills, thus creating a future-
ready and empowered
workforce.Recognising the significant
role played by non-banking finance
companies (NBFCs) and micro-finance
institutions in the skill loan market, the
Ministry of Skill Development and
Employment (MSDE) has made pivotal
modifications to the scheme. 
This includes the inclusion of NBFCs,
Micro Finance Institutions, and Small
Finance Banks to extend loans backed by
a guarantee against default up to 75% of
the loan disbursed through the instru-
ment of collateral-free loans of up to Rs
7.5 lakh to facilitate 25,000 aspirants
every year.Without a vibrant skill loan
market, many youths leave aspiring
candidates without the necessary finan-
cial support to pursue their skill train-
ing. To ensure uninterrupted credit
flow in the skilling sector and to provide
low-income youths with access to afford-
able finance for specialized skill cours-
es, the MSDE initially launched the
Credit Guarantee Fund Scheme for Skill
Development in July 2015, resulting in
below expectations.
The low fund utilisation under the
scheme over the past decade was due to
the low ticket size of loans up to Rs 1.5
lakh, even as course costs and fees rose
due to inflation, leaving many high-cost
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