
Auditors’ rotation a must
As Anup Roy’s report, “RBI directive on
auditors to benefit second-tier firms”
(August 2) rightly points out, public sector
banks are outside the ambit of the audit
done by PricewaterhouseCoopers, Deloitte,
KPMG and EY. Their audits are done by
empanelled members of the Institute of
Chartered Accountants of India.

The regulator also correctly says that
some private and foreign banks do not
follow the rotation period in letter and
spirit. The central bank knows that fre-
quenting of any auditor to the same bank
might establish a comfortable relation-
ship and compromise adherence to audit
principles. This knowledge pressed the
regulator to enhance the “rest period”
from two to six years. The four-year
tenure at a stretch of engaging one audi-
tor by a private/foreign bank remains the
same, as per the notification of the
Reserve Bank of India on July 27.

Is four years too short a time to estab-
lish a comfortable relationship? If public
sector banks do not enjoy such a comfort,
why should private and foreign banks?  

The audit firm should be changed
every year with a rest period of six years
within which, rotation of auditors should
take place so that familiarity is avoided.

P D Sankaranarayanan   
Thiruvananthapuram

Not an easy concoction
Arvind Panagariya’s departure as NITI
Aayog vice-chairman was expected and
not as widely lamented as that of
Raghuram Rajan as governor of the
Reserve Bank of India. 

Part of the disappointment stems from
institutional arrangement and ideological
confusion. At the primary level, the
Bharatiya Janata Party (BJP) wanted to get
rid of a Soviet-style Planning Commission
and alternative power centres, including
the National Advisory Council, and intro-
duce new thoughts and ideas. But the exact
dimensions of its remit and powers could

not get set in these three years.
The ideological confusion came in four

varieties. There is a “market-state” wing in
the BJP that believes in less government
and in enabling the private sector. Another
wing supports political federalism. This
is why the BJP was less excited about the
goods and services tax and Aadhaar. A
third wing is centralising power and pro-
viding a single direction to the entire coun-
try, for example, the many economic and
social programmes launched and moni-
tored by the Prime Minister’s Office.
Finally, there are the “social patriots” of the
Swadeshi Manch and the Bharatiya
Mazdoor Sangh, who don’t favour big or
foreign capital, curbing of labour rights,
foreign direct investment in retail.

It is not an easy concoction to handle.
P Datta   Kolkata

Political intrusions
With reference to the editorial, “Paradox
on the learning curve” (August 2), trans-

formation in education has often been
sacrificed at the altar of bureaucratic con-
trol and political interference. 

Finance Minister Arun Jaitley, in his
2016 Budget speech, had reaffirmed the
government’s commitment to empower
higher educational institutions . He 
envisaged the Higher Education
Empowerment Regulation Agency to pro-
vide an enabling regulatory architecture
to 10 public and 10 private institutions.

But the government has now decided to
defer action on the new policy and rein-
forced the impression that it is deliberately
trying to dodge a debate on quotas in edu-
cational institutions. Instead of framing a
policy to improve teaching and learning
standards, the Ministry of Human Resource
Development has shifted its focus to achiev-
ing quantifiable goals — increasing enrol-
ment and attendance and mistaking uni-
versity buildings for building universities.

Academic institutions are becoming
vulnerable to government intrusion on
the pretext of nationalism. A proactive
approach should be adopted to “deliber-
ate on matters of common interest” that
fosters a renewed learning culture, not
impinge on intellectual space. 

Shreyans Jain  New Delhi
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> HAMBONE BY MIKE FLANAGAN

Irani’s multi-ministerial event
Union Minister Smriti Irani is
marshalling the services of three
ministries to organise National
Handloom Day on August 7. Irani,
currently minister for textiles, has
additional charge of the information
and broadcasting (I&B) ministry. She
has roped in these two ministries, apart
from the Ministry of Human Resource
Development (HRD) to hold the event.
Irani was the HRD minister before she
was shifted to the Ministry of Textiles.
For National Handloom Day, the I&B
ministry has been asked to organise
debates and quizzes across the country.
Meanwhile, the University Grants
Commission has sent central universities
and institutions such as the IITs and IIMs
a letter asking them to provide space for
holding the debates and quizzes and to
ensure the participation of students in
these activities.

> CHINESE WHISPERS

Gandhi’s meet-and-greetwith MPs
Opposition vice-presidential candidate
Gopalkrishna Gandhi interacted with
Trinamool Congress (TMC) members of
Parliament (MP) on Wednesday. The
MPs presented him with an uttariya, or
a scarf, that West Bengal Chief Minister
Mamata Banerjee had sent for him.
That Gandhi had worn a dhoti for his
visit to the TMC office in Parliament
endeared him to party members. He
talked with the MPs for nearly 45
minutes and had lunch with them,
which comprised pongal that Gandhi
said was one of his favourite dishes. He
is scheduled to meet MPs of other
Opposition parties in the run-up to the
voting on August 5. Gandhi as well as
National Democratic Alliance (NDA)
candidate M Venkaiah Naidu have
written letters to all MPs seeking
support for their respective
candidatures. Naidu is also hosting
lunch and dinner meetings for NDA MPs 
and mediapersons.

In an unusual office memorandum, the
Daman and Diu’s Department of
Personnel and Training has informed its
officials that Raksha Bandhan would be
celebrated in all government offices of
the Union territory. The memorandum
says that women officers will tie rakhis on
the wrists of their male colleagues. A
special attendance check would be
conducted and all departments have
been asked to furnish an attendance
report to the department by 5 pm on
August 7.

> LETTERS

In the last article I had argued that
allowing liabilities to foreigners to
grow beyond a limit can lead to

financial colonisation by multilateral
institutions such as the International
Monetary Fund (IMF). This generally
takes the form of “conditionalities”
like tight monetary and fiscal policies
the cost of which is too often borne by
the poorest, who had little role to play
in the creation of the liabilities. (It is
worth noting that after the crisis
Malaysia imposed capital controls, did
not need to go to the IMF and recov-

ered much more rapidly than the oth-
er three. The then Malaysian prime
minister blamed global speculative
capital for the crisis.) One example in
today’s world is Greece since its sov-
ereign debt crisis almost a decade
back. Its liabilities were/are in the
domestic currency, which the nation-
al government/central bank cannot
create; the supranational European
Central Bank alone can supply the
euro. The result for Greece has been
macroeconomic/budgetary policies
dictated by Brussels, leading to reces-
sion, unemployment, a sharp fall in
gross domestic product (GDP) and liv-
ing standards. In other words, for the
euro zone economies, debt in the
domestic currency is, in effect, debt
in foreign currency.

The other lesson is for the current
debate in India about the quantum of
public debt. The panel that recently
reviewed the Fiscal Responsibility and
Budget Management Act has recom-
mended a ceiling of 60 per cent of
GDP. Thailand’s public debt was just 15

per cent of nominal GDP in 1996 —
the year previous to the crisis. Is the
quality rather than quantity of an
economy’s debt more important to
financial stability and growth? Quality
has several dimensions:

The end use. For expenditure 
or investment?

 Who are the holders of the debt?
Residents or foreigners?

 The currency of the debt/liability, etc.
The issue of quality as distinct from

quantity is equally relevant to a coun-
try’s reserves of foreign exchange. The
Bank for International Settlements,
the “central banks’ central bank”, in
its recently released annual report,
while discussing central bank balance
sheets, has argued that “foreign
exchange reserves are more important
for non-reserve currency countries,
especially small open advanced
economies and EMEs”. (It is worth not-
ing that China, the world’s fastest
grown economy over the last 35 years,
considers the level of reserves impor-
tant even when the yuan is effectively

a reserve currency: Sometime back, it
imposed capital controls to mitigate
reserves erosion.) Here again, I would
argue that the quality of reserves is at
least as important as the quantity.
Have they been built out of surpluses
on revenue account (as in China’s case)
or by increasing external liabilities (as
in our case)? Arguably, the maturity
of external liabilities is equally impor-
tant to the issue — are they long term
or short term, liable to be withdrawn
when most needed?

From all these perspectives, it is
perhaps more meaningful to look at
the reserves not in isolation but as part
of the international investment posi-
tion. To take our own case, the Index of
Industrial Production (IIP) statement
as on March 31 shows reserves at $370
billion, but the total external liabili-
ties on that date were $950 billion; out
of the latter, portfolio investments,
which can go out any time, amount to
$240 billion and trade credit $90 bil-
lion. In other words, 90 per cent of our
reserves are financed by short-term,
or potentially short-term, liabilities.
The net external liabilities on March 31
were $390 billion and have gone up
eight times in the last seven or eight
years, as a result of the exchange rate
policy. No wonder, the IMF last week

cautioned India about its vulnerabili-
ty on the external sector. 

The Asian crises (as also those in
Mexico in 1994 and Argentina in 2001)
also teach us the dangers of “pegging”
the nominal exchange rate even when
domestic inflation is higher. It
improves the economics of carry
trades for portfolio investors and
unhedged foreign currency borrow-
ings for the domestic corporate sec-
tor. In our case, the exchange rate is
not “pegged”, but the Real Effective
Exchange Rate (REER) index suggests
an overvaluation of 30 per cent plus.
This has led to persistent trade
deficits, a huge increase in the non-
performing assets of the tradeables
sector and a loss of potential output
and jobs — all for some marginal
impact on inflation? Will policymakers
realise before it is too late that
REER/IIP targeting may today be more
important than inflation or public
debt targeting?     

One positive outcome of the crisis
for the IMF’s ideology was that the
efforts to amend the articles of agree-
ment to make capital account convert-
ibility mandatory were abandoned.

The author is chairman, A V Rajwade & Co
Pvt Ltd; avrajwade@gmail.com

THE OTHER SIDE
A V RAJWADE

Lessons of the 1990s
Both quality and quantity of public debt are important dimensions in a financial crisis
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The Commodity Futures Trading
Commission granted LedgerX — a
cryptocurrency trading platform —
registration as a clearing house for
derivatives contracts settling in
digital currencies. This indicates
increasing official acceptance of
cryptocurrencies. More important,
the move could redefine them.

Derivatives clearing houses
catalyse enormous economic change.
The creation of agricultural futures
clearing houses in the mid-19th
century American West transformed
a sparsely populated backwater into
ground zero for the second Industrial
Revolution. In the same place exactly
125 years later, on April 26, 1973,
financial options clearing houses
gave birth to the modern global
derivatives economy.

The key features of derivatives
clearing houses are centrally cleared,
collateralised, asset-settled contracts
with mark-to-market margin.
Existing cryptocurrency futures and
options have none of those
characteristics — they are merely 
side bets; LedgerX has the first 
three, which may be enough to 
transmute cryptocurrencies.

Consider cryptocurrency renters,
users and investors. Renters buy
cryptocurrency for a transaction, say, an
international payment to someone in a
financially repressed country. In effect,
they pay transaction fees for payment
processing services. Users both pay and
receive in cryptocurrencies, and
maintain balances for transactional
purposes. Investors buy
cryptocurrencies but don’t use them.

If LedgerX succeeds in creating a

high-volume, liquid exchange,
investors are likely to be the first
adopters. Today there is no
convenient way to short
cryptocurrencies or to take levered
positions in them. Buying call or put
options meets these needs.

Investors are also natural option
sellers. Instead of buying one bitcoin,
for example, an investor can get
similar exposure by writing two at-
the-money put options, or buying two
bitcoins and writing at-the-money
calls on them. This is more
complicated than just buying one
bitcoin and the positions need to be
rebalanced, but the demand for
options should make the expected
return higher for taking the same
economic exposure. Moreover,
LedgerX offers a facility for
intermediaries to offer
cryptocurrency-exposed accounts
with the same advantages for less
sophisticated investors.

The natural trade of
cryptocurrency users is to write at-
the-money call options and buy at-
the-money puts on their holdings.
But this would require them to post
their cryptocurrency as collateral, so
they could not use it.

A reasonable alternative is to write
at-the-money (say $2,800 for bitcoin)
call options on half their holdings,
and use the premium to buy puts on
their entire holdings at a strike of
perhaps $2,000 for bitcoin. They give
up half the appreciation on their
holdings plus tie up half of it in
collateral, in exchange for a floor
price to protect them against a crash.

This could touch off a virtuous
cycle. More investors are attracted to
cryptocurrencies due to availability
of leverage and shorting, plus
enhanced returns for passive
unlevered investors. 

© Bloomberg

LedgerX will transform cryptocurrencies
Clearing house for derivatives contracts paves way for digital money to be officially accepted

LedgerX offers a facility for intermediaries to offer cryptocurrency-exposed
accounts with the same advantages for less sophisticated investors PHOTO: iSTOCK

While the media is abuzz with
various analyses on how the
current India-China military

stand-off in the Doklam bowl may pan
out, they generally miss the larger 
issue at stake, namely the need for a
permanent border resolution between 
both nations.

Any temporary resolution over the
89-square kilometre yak-grazing
ground claimed by China and Bhutan
would be complicated by the lack of a
general border consensus between all
three nations in the area. Doklam rep-
resents only a dot along the thousands
of square kilometres of contested lands
straddling the Line of Actual Control
(LAC) between India and China. Even
if the Doklam stand-off is resolved
today, another sore spot along the LAC
may flare up tomorrow.

Under these circumstances, 
it would be pointless for India to 
make any concessions to China unless 
Delhi and Beijing agree to resolve 
all outstanding border issues 
within an accelerated time frame. 
Until then, the current eyeball-to-eye-
ball staring war between Indian 
and Chinese troops in the 
Doklam bowl will be repeated across

various peaks along the Himalayas.

Singed borders or 
synergised economies?

Despite China’s military superiority,
India knows that it is digging in from a
position of strength. The Chinese econ-
omy is maxing out, primarily due to
debts incurred by its numerous state-
owned enterprises (SOE), which
amounted to 65 per cent of its gross
domestic product (GDP) in 2016.
According to the Bank for International
Settlements (BIS), the total outstanding
debt incurred by China’s government,
corporate and household sectors
amounted to $26.6 trillion in 2015, rep-
resenting a staggering 255 per cent of
its GDP.

China, therefore, can ill-afford a
major war with India whose long-over-
due infrastructural boom has only
begun to rev up. Beijing also urgently
needs alternative export markets
before various debt bubbles, worth tens
of trillions of dollars in the United
States alone, implode à la the Great
Recession of 2008. The global stabilis-
ing role played by China from 2008
onwards may even be replicated by
India in 2018 — if both nations can
move beyond their singed borders to
synergise their economies.

So far, little has been studied or
published about the economic poten-
tial unleashed by a hypothetical border
treaty between India and China. With
a collective market of 2.7 billion poten-
tial consumers, backed by a historic
stranglehold over 50 per cent of the
global GDP from 1,000 AD to 1,600 AD,
there is no reason why both nations
cannot return to their rightful places
under the sun. In the light of the West’s

gradual decline, China’s export-ori-
ented industries need Indian con-
sumers for the next few decades.
Incidences like the Doklam stand-off,
however, have resulted in strident calls
for the boycott of Chinese products in
India and the substitution of Chinese
raw materials through an accelerated
industrial programme.

A stable geostrategic continuum

It is an open question as to who will
benefit more from a final border reso-
lution between China and India.
China’s primary Belt and Road (B&R)
arteries have been laid across territo-
ries that may be prone to Islamic fun-
damentalist disruptions and geopolit-

ical blackmail in the near future. A
trans-Himalayan economic corridor
into India, post-border treaty, may,
however, provide a secure and endur-
ing economic corridor for China in a
way the China-Pakistan Economic
Corridor in Pakistan cannot. It also cre-
ates a formidable geostrategic contin-
uum between the RIC nations of
Russia, India and China.

Such a game-changing develop-
ment may also neutralise jihadi seces-
sionist movements from Xinjiang to
Kashmir to southern Thailand. Turkey,
aware of its ability to stoke pan-Turkic
discombobulation across Central Asia,
is already eyeing a military base along
the Strait of Malacca through which 80

per cent of China’s maritime oil
imports and 60 per cent of Japan’s total
oil imports flow.

While the proposed Melaka
Gateway joint development project by
a Chinese-Malaysian consortium may
help secure the Strait of Malacca for
Beijing, there is no guarantee that
Turkey will not establish a wild-card
presence in the region. With a grow-
ing military presence in the Strait of
Hormuz, courtesy the ongoing Qatar-
Saudi Arabia rift, Ankara may be
tempted to encircle the B&R in order to
extract trade and geopolitical conces-
sions out of China. And this is just 
one short-term geopolitical risk 
facing China.

It is, therefore, in Beijing’s long-
term interest to seek a permanent bor-
der resolution with Delhi. India is
already benefitting from the fallouts
of China’s unresolved territorial dis-
putes with 18-odd nations — one that
may even involve the Jiandao region in
a future unified Korea. Nations feeling
the brunt of China’s revanchist poli-
cies are rapidly boosting trade and mil-
itary ties with India.

A final India-China border treaty
should be future-proof. It should secu-
ritise the Tibetan fonts of India’s down-
stream water lifelines and cut out
Pakistan from being used as a spoiler in
future India-China bilateral equations.

At the of the day, it may take a
Himalayan effort for both nations to sign
a secure and lasting treaty but once both
nations stop bickering and start coop-
erating, it is their destiny to move moun-
tains beyond their current redoubts.

The author is a doctoral researcher in risk
foresight at Universiti Teknologi Malaysia

It would be pointless for India to make any concessions to China unless Delhi and Beijing agree to resolve all outstanding border issues
within an accelerated time frame. Until then, the staring war between Indian and Chinese troops in the Doklam bowl will continue

Formalise India-China border

MUTUAL GAIN  A game-changing development such as a final border solution
between China and India may neutralise jihadi secessionist movements from
Xinjiang to Kashmir to southern Thailand REUTERS
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I
n its third bi-monthly review of monetary policy for 2017-18, the Monetary
Policy Committee (MPC) of the Reserve Bank of India (RBI) did precisely
what was widely expected and cut the policy rate by 25 basis points. The
MPC’s statement, released on Wednesday, said that the decision was in keep-

ing with a neutral monetary policy stance — a stance which the committee
declined to change. The general impression conveyed by the MPC’s statement was
that the committee felt that lower-than-expected prints for inflation and a stut-
tering economy had essentially forced its hand. The upside risks to inflation con-
tinued to be a concern, thus the cut was clearly reluctantly decided upon. 

The rate cut was widely expected after a string of data releases that seemed
to clearly suggest a slowing economy. The food inflation rate had turned negative
in May and that momentum continued into June. The overall the consumer price
inflation rate had hit lows that were a record for the new 2011-12 base year series.
Suppressed urban demand means that companies largely do not appear to have
great pricing power. Meanwhile, data from the output side of the economy make
for disquieting reading. The Index of Industrial Production grew by only 1.7 per cent,
year on year, in May, according to data made available in July. The Purchasing
Managers’ Index, or PMI, for manufacturing turned contractionary for June, in data
released as the MPC sat down to decide on policy rates. The MPC statement also
noted that new investment announcements had fallen to a 12-year low in the first
quarter. The government’s economists had been firm about the conclusions that
should be drawn from this data, which, they said, indicated a paradigm shift in the
inflationary process to low levels of inflation. They also expressed concerns about
deflationary trends and added that policymakers should follow real data rather than
“error-prone forecasting models”. The MPC was forced to acknowledge that “some
of the upside risks to inflation have either reduced or not materialised”. The pres-
sure on the MPC was clearly too great to resist.

However, it is also understandable why the MPC chose to be cautious, cut-
ting rates only by 25 basis points and not the 50 basis points or more as many,
including this newspaper, have suggested was necessary to move the needle in
terms of the cost of capital. While acknowledging the change to upside risks to
inflation, the MPC stopped short of agreeing with the notion of a “paradigm shift
in the inflationary process”, saying instead that uncertainty about the baseline
inflation trajectory continued, and that “a conclusive segregation of transitory and
structural factors driving the disinflation is still elusive”. In any case, no one knows
for sure how much of the recent decline in inflation is structural and how much
a result of demonetisation and the goods and services tax. It was clear in the state-
ment that the MPC thinks that, by acknowledging lower inflation through the rate
cut, it has done its part. Now it is up to the governments at the Centre and the states
to move forward on de-clogging the investment pipeline through speedier clear-
ance of projects and resolution of the bad loans crisis. 

Over to the govt
RBI cuts rate, but unsure about inflation trajectory

W
hile Arvind Panagariya has stepped down after two-and-a-half
years as vice-chairman of the National Institute for Transforming
India (NITI) Aayog, to resume his academic career at Columbia
University, the body that replaced the Planning Commission is

still to establish itself as an authoritative voice in policy-making. The institution,
considerably leaner than the sprawling 65-year-old organisation that it replaced,
has certainly been active in dispensing sensible advice — Air India’s privatisation,
modifying land lease laws, listing public sector units for closure and disinvestment
being some of the more prominent ones. While these do not amount to a trans-
formational agenda, the fact is that the authority of an advisory body depends on
its receptivity. In this respect, it is fair to say that the government has been equiv-
ocal, choosing to cherry-pick NITI Aayog ideas. Indeed, the NITI Aayog’s big-tick-
et agenda, which could have been more game-changing in nature, has been over-
looked: China-style coastal economic zones and labour law reform in
employment-intensive sectors (only textiles saw a change), for example.

To be sure, two-and-a-half years is too short a time span in which to assess
an institution with a mandate as ambitious as the one implicit in the full NITI
Aayog title. But the tenor of the NITI Aayog’s existence so far suggests that it has
a long way to go. Prime Minister Narendra Modi’s efforts to move away from
Jawaharlal Nehru’s signature institutional legacy, with all its outdated Soviet con-
notations of centralised economic decision-making, held a certain logic. As chief
minister of Gujarat, he understandably chafed against the Planning Commission’s
top-down resource-allocation and economic agenda-setting function and right-
ly believed that the body had outlived its purpose in India’s globalising market
economy, where the government’s role was shrinking. This became marked
after the Finance Commission recommendations and the finance ministry sig-
nificantly reducing the Centre’s discretion in state spending decisions. That left
the think tank function, which the prime minister streamlined by whittling the
number of full-time members from eight to three, appointing a “Chief Executive”
in place of secretary, Planning Commission, in a supervisory role, and a govern-
ing council comprising all chief ministers. The functions of the organisation were
divided into the Team India Hub, which leads the engagement with the states,
and the Knowledge and Innovation Hub, an intellectual and data resource.

Freed from the cumbersome task of planning, the NITI Aayog would have
been in an ideal position to provide the government with the crucial research heft
and intellectual underpinning for its many policy initiatives, making it a genuine
and powerful agent of transformation.  But on current form and substance, it is
difficult to escape the notion that the NITI Aayog is a “skinny” Planning
Commission or Planning Commission Lite. Mr Modi may have been better
served had he considered replacing the Planning Commission with an impartial
policy-assessment unit, somewhat akin to the widely respected US Congressional
Budget Office, with a head appointed by a parliamentary selection committee,
to advise the Centre and states on the effect of policies they want to introduce.
Doing so, however, would require first establishing and then respecting the inde-
pendence of such an institution, and achieving that would have been a good test
of the maturing of Indian democracy.

Empower NITI Aayog
It’s yet to evolve as an authoritative voice in policy making

US President Donald Trump’s twitter
updates and meltdowns – including a
misleading one this week purportedly
banning transgender persons from the
army – have sparked outrage and filled
reams of newsprint with analysis, cri-
tique or sheer befuddlement. Mr Trump
seems to prefer using the micro-blog-
ging site more than conventional routes
to communicate his policy decisions,
and in that respect, could be described
as the first Twitter president. While
there is an entire army of his supporters
online re-tweeting and sharing his rants,

he has his fair share of detractors too —
a result of the inherent democracy of the
internet. One of the most vocal of these
is British journalist Laurie Penny.

With 160,000 followers on the social
media website, Ms Penny, the winner of
the 2012 British Media Award’s ‘Twitter
Personality of the Year’ prize, is one of
the most audible critics of Mr Trump
today. As the editor at large of The New
Inquiry and a columnist and contribut-
ing editor of the New Statesman, she has
often performed the essential political
role of provocateur — not only for the
conservatives but also for a section of
left-liberals, who have felt besieged by
her kamikaze opinions. Her new book is
provocatively titled, Bitch Doctrine, sug-
gesting an appropriation of the cuss
word, “bitch”, often directed by online
trolls at women they perceive to be
vocal feminists. One of the epigraphs of
the book is taken from Madonna:
“Sometimes you have to be a bitch to

get things done.”
Ms Penny takes the trouble to explain

the title: “when I present what seem to
me quite logical, reasonable arguments
for social change, I find myself called a
bitch.” With this is the confession: “The
title is a provocation... How could it be
otherwise? Anything any woman ever
writes about politics is considered
provocative.” This essential “bitchiness”
is evident from the very first sentence of
the book: “In case you hadn’t notice,
there’s a war on. The field of battle is the
human imagination.” It is like throwing
down the gauntlet, and Ms Penny is
more than willing to wade into the mud
and blood and sweat of this conflict.
Unfortunately, her opinions are not real-
ly new or innovative — we have heard
these repeated ad verbum in the liberal
media. And the language she employs to
express these, though forceful, is essen-
tially rhetoric over substance. 

For instance: “The lemming-like
rush to the political precipice may be
premature.” Or this one: “The demo-
cratic sentiment in the United States
has been tortured and twisted into a

dark, violent thing.” Or this gem: “A
mental health asteroid has smashed
into the carapace of a culture already
calcified with anxiety and ambient
dread.” While these might teach an
aspiring writer a thing or
two about how to use similes
and metaphors, what politi-
cal solutions can sentence
after sentence of this pitch
offer? The only solution she
seems to offers is negating
negotiations with the Right.
But last week, it was consci-
entious Republican senators
led by former presidential
hopeful John McCain who
voted against the repeal of
Obamacare, displaying yet again the
power of principles in politics and
the utility of negotiations.

Those familiar with Ms Penny’s
books, blog or website would be aware
that electoral and legislative politics are
not the only subjects that she writes on.
A number of essays are neatly classified
into seven sections — “Love”, “Culture”,
“Gender”, “Agency”, “Backlash”,

“Violence” and “Future”. Much of her
writing is about popular culture. One
might even argue that she is a player in
popular culture, having seized some
agency through her online callisthenics,

and in this context, her
writing is infused with
self-consciousness.

Carol Hanisch taught
us that the personal is
political back in 1970, and
feminist writers have
used this as a powerful
tool ever since. Ms Penny
is no exception. In the
essay “Maybe You Should
Just Be Single”, which

went viral around Valentine’s Day this
year, she advises young straight
women to stay single through their
twenties, and pursue work and other
aspirations than trying to build a rela-
tionship with men, many of whom are
likely to turn out to be insensitive and
unsupportive. Much of the advice has
been gleaned, as she accepts, from per-
sonal experience. Then she expands
her argument: “Buried under the ava-

lanche of hearts and flowers is an
uncomfortable fact: Romantic partner-
ship is, and has always been, on one
level, an economic arrangement.” Yet
again, the arguments are not new, but
what they lack in invention they make
up for in earnestness.

The structure of these short pieces is
a form that has become common
online: Ranting. Like “bitch”, it is also
an appropriation by feminists, in partic-
ular, of a pejorative term used to cri-
tique women considered too vocal in
the public space. Rantings, such as that
of Ms Penny, are essential in these
times, as the space for reasoned public
debate shrinks. Ms Penny describes Mr
Trump's presidential campaign as
“industrial scale trolling”; perhaps one
needs an industrial-scale rant to
reclaim the liberal space.

The necessary rant

India’s approach to trade policy was almost exclu-
sively shaped by the nature of our pre-liberalisation
economy in 1981 when I was a young delegate to

the GATT in Geneva. We maintained high tariffs, a
variety of non-tariff barriers, and
sought periodic recourse to quanti-
tative restrictions for balance of pay-
ments purposes.  We were sceptical
about the use to which trade could be
put for the development of the coun-
try.  The GATTs preamble calls for:  

“Raising the standards of living,
ensuring full employment and steadi-
ly growing volume of real income”....
Through “reciprocal and mutually
advantageous arrangements directed
to the substantial reduction of tariffs
and other barriers to trade and to the
elimination of discriminatory treat-
ment in international commerce”.

The above rationale for trade policy is as valid today
as it was then.

India’s trade to gross domestic product (GDP) ratio
has meanwhile climbed from 10 per cent in the 1990s
to about 50 per cent now. In other words, in a $2.4-tril-
lion GDP economy, the external sector, i.e. the value of
trade in goods and services and the value of remit-
tances could be as high as $1.2 trillion. We need to take
international trade more seriously. 

One story from 1982 in Geneva needs to be recalled.
The United States made a determined push to get

trade in services included in the GATT, which was
then a legal framework to deal with international trade
goods only. A discussion between Bill Brock (the US
trade representative) and Shivraj Patil (Indian minister
of state for commerce) merits recall:

After a brief exchange of pleasantries, Mr Brock
enquired, “Mr Minister, what is India’s position on
services?” Mr Patil said, “Non negotiable”.  “In that
case,” responded Mr Brock, “I don’t see why I should be

wasting your time and mine.”
Services account for nearly 57

per cent of India’s GDP today.
How much has changed

between 1982 and 2017? At the high-
est political level, that of the prime
minister, the articulation of trade
policy objectives has been bold and
ambitious.

The new Foreign Trade Policy
announced in April 2015 defined
objectives in terms of increasing
share of India’s global trade from 2.1
per cent to 3.5 per cent and dou-
bling exports to $900 billion by
2020.

The World Trade Organization (WTO) is moribund.
Countries have no choice but to engage through pluri-
lateral arrangements/agreements in the WTO and
through regional and free trade agreements
(RTAs/FTAs).  We have refused to participate in the
pluri-lateral trade in services agreement (TISA) or the
ITA-2 at the WTO.  We have also been extremely cau-
tious and wary about the proposal to discuss e-com-
merce in the WTO.

It is entirely understandable for trade negotiators to
make the assessment that rules in a particular area or
sector may not be in our best interests.  Not partici-
pating in pluri-lateral initiatives is, however, not the
answer.  Why?  Simply because the other participants
will go ahead and negotiate disciplines and rules by
themselves.  Our participation would, at the very least,

ensure the flagging of our concerns, calibrate the pace
of negotiations, and the shaping of outcomes reflect-
ing our interests. Not to want to negotiate is defeatist.
It also overlooks the basic dynamic of these processes
which are complex, long drawn out and represent
compromises amongst a coalition of the willing.  

The current narrative is not credible. Our manu-
facturing sector is crying out for reform. There is a
problem on account of imports at “less than normal
value” or “dumped” from China or elsewhere.  The
answer is to use trade remedies and engage China at a
sufficiently senior and strategic level and possibly
restrict imports from there.

We are doing quite well from several of the
RTAs/FTAs that we have signed as with Asean,
Malaysia, Singapore, Japan and South Korea.  The rate
of growth of our exports under these has ranged from
6.4 per cent to 36.4 per cent.  Imports have also gone up.
Most are of what a healthy fast growing economy
requires.  Let us not blame these for disruption caused
by imports from one particular source.

The flawed narrative on international trade in India
and elsewhere has been shaped and influenced by dif-
ferent actors.  It is, therefore, reassuring to find an
Indian businessman, now heading the International
Chamber of Commerce recently make the following
points: We have failed to tell the story behind global
trade in a way that resonates with the public at large.
Two, an inability to communicate why trade matters has
allowed myth, apprehension and superstition to domi-
nate public discourse and three, governments must
chart a new course for global trade policy makers that
puts inclusion at its heart. Well put.

We do ourselves and India great disservice if we con-
tinue to perpetuate a flawed narrative on trade, one
based on myths rather than facts.

The writer is a diplomat who served as permanent
representative of India to the United Nations in Geneva and
New York. He is the author of Perilous Interventions,
HarperCollins (September 2016)
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The government finally announced in July
that a new telecom policy (NTP-2018) in con-
sultation with stakeholders would be in place

by March 2018.  There’s been some jockeying for
one-up statements thereafter, suggesting the risk of
being sidetracked. The need for competent, sup-
portive policies in the public inter-
est must be focussed and driven,
and not be allowed to fall prey to
being hijacked by bluster, nor be
diverted towards maximising gov-
ernment revenues, crony interests,
or electioneering tub-thumping.

A quick review of the sector
and potential demand indicates
what’s needed to fulfil our
requirements. Telecom operators
are saddled with ~4.6 lakh crore
of high-interest debt. This has
resulted from aggressive bids
spurred on by spectrum auctions,
aggravated by shrinking revenues and price wars.
Meanwhile, urgent concurrent needs for network
investment for greater reach and delivery, and
for realising more of the potential for extensive
and intensive usage, languish — for want of cap-
ital, enabling policies, and orderly markets. This
has resulted in a crisis in what could have become
the most successful communications market in
the world. Instead, India’s communications sector
is partly on the brink of collapse because of ret-
rogressive policies and practices, unsustainable
financial models, fallout of scandal, and disrup-
tive competition.

The best way forward is for all government 
agencies, not just the Department of Telecom-
munications, to define objectives jointly, and 
devise policies through consultations to enable 
an effective and robust sector. Here are sugges-
tions for what to aim for and what to avoid in
developing NTP-2018.

Objectives for NTP-2018

1. Networks: Maximise capacity utilisa-
tion/throughput
Maximise the utilisation of networks by increasing
throughput. This requires exploring alternative forms
of organisation and management to exploit invested

capital for public interest objectives,
e.g., through consortiums, perhaps
with government participation to
ensure national security and the
common good.  Orderly markets are
essential in communications (as in
all infrastructure), and competition,
while essential, is not constructive
beyond a point, unlike in fast-mov-
ing consumer goods or non-capital
intensive sectors.
2. Spectrum allocation and man-
agement: Maximise throughput
Maximise wireless throughput to
facilitate connectivity, by: a) Making

more spectrum available, (b) In large, contiguous
bands, (c) At less cost.  Explore pooled usage and sec-
ondary sharing of spectrum by operators/consortiums
as appropriate (consult with operators and experts).
3. Financial approach: Use revenue sharing

Use revenue sharing to compensate for spectrum
and network rights, usage, and all government charges,
as was done with licence fees in NTP-99.

Pitfalls to avoid

1. Palliative “default solutions”
It is easier to tinker with policies as they are than to
undertake major systemic change. An easy way out
would be to fall back on the received wisdom of com-
petition and free markets, hoping to muddle through.
For instance, the government set up an inter-ministe-
rial group (IMG) to reduce financial stress in telecom.
This group has apparently recommended extending
payment schedules from 10 to 16 years, and cutting
interest rates from 12 to 8 per cent.1 These sops could

become the basis of NTP-2018, leaving the market to
shake out, hoping consolidation will remedy inade-
quate coverage and delivery.2 This will merely resched-
ule operators’ payments over a longer period. The
structural problems will remain, with insufficient net-
work coverage, barriers to technology, less likely ben-
efits from innovation such as “wireless fibre” and small
cells with lower radiation, with hyper-competitive-
ness still a drag.
2.  Rely on consultations and avoid preconceived
ideas
Statements such as that NTP-2018 will be app-directed
and not connectivity-directed appear inappropriate or
misinformed. This is because connectivity remains our
most critical need for more effective delivery of servic-
es. Connectivity is deficient not only in rural and semi-
urban areas, but even in dense urban areas. In fact,
ignoring connectivity is typical of India’s approach to
and failure in building networks and infrastructure
(incomplete systems because of gaps, or with stranded
assets, or that fail in end-to-end delivery). Simply put,
our requirement is for more user-access and back-
haul/networks to enable higher, more widely available
access and throughput. This is India’s communications
infrastructure need, whether it is broadband or Narrow
Band Internet of Things (NB-IoT). Everything else fol-
lows.  Otherwise, it’s like trying to deliver more water
without a network of pipelines, or more electricity with-
out adequate distribution networks.
3. Anti-competitive disruption
While disruption is a reality in our communications
sector, its jurisdiction has become contentious between
the Competition Commission of India (CCI) and the
Telecom Regulatory Authority of India (Trai). The CCI
reportedly asserted that the Competition Act of 2002
defines “predatory price”, “dominant position”, and
“relevant markets”, which fall in its domain, and that
it has applied this framework over the last eight years
across sectors including telecom.3

Turf issues are not unique to India, and have been
resolved in many countries.  Secretary General Pradeep
Mehta of Consumer Unity & Trust Society (CUTS) points
out that in 2011, a committee recommended amending
the Competition Act to include mandatory consultation
between the CCI and sector regulators where necessary.

A puzzling question if the telecom sector was in fact
being monitored: Why was such disruption permitted?
From press reports, it’s unclear whether there are no
appropriate regulations, or whether the CCI’s and/or
Trai’s assessments of dominance and predatory pricing
rely on precedents from developed economies without
appropriate changes for our circumstances. To illustrate,
consider the notion that market share is a key criterion
for dominance, or Significant Market Power (European
Commission).  However, in a developing economy, a
large conglomerate investing in a new sector could
have SMP even with zero market share, simply because
of its size and resources, and economic power (attributes
in Section 19(4) of The Competition Act). The European
Commission also mentions privileged access to finan-
cial resources, economies of scale and scope, and bar-
riers to entry. 

A sound NTP-2018 requires sustainable and inte-
grated end-to-end policies for our realities, not aca-
demic or silo-based orthodoxies.

1: “Govt panel for sops to ease financial stress in telecom
sector”, Business Standard, July 25, 2017
2: “Short-term turbulence”, Business Standard, July 29,
2017
3. “CCI tells Trai to consult it on predatory pricing, market
dominance issues”, Business Standard, July 28, 2017
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Ms Penny... explains
the title: “when I
present what seem
to me quite logical,
reasonable
arguments for social
change, I find
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