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I
n a recent interview, Prime Minister Narendra Modi was asked what reforms 
were required to increase interest globally about investing in India. In response, 
the Prime Minister pointed out it was not merely the Government of India that 
needed to work to attract investment; both state and local governments needed 

a similar approach to investment-friendly policy and regulation. Without cooperation 
from state governments on land availability and on regulatory action from local 
governments, investors would continue to struggle. If, when it came to ease of doing 
business, the Union government received support from the states, argued Mr Modi, 
there would be no need for any investor to look elsewhere other than India. 

Mr Modi, who was, after all, once chief minister himself, cannot be faulted 
on his analysis of the problem. His administration’s experience in office also 
reveals the importance of taking states along when it comes to major economic 
reform. Tax reform, namely the introduction of goods and services tax, was 
accomplished when consensus was achieved with state governments. But both 
land and labour reform, which are central to increasing investor interest and 
market efficiency in India, has stalled because of significant opposition, not 
least among state governments. The four proposed labour codes that consolidate 
existing central labour laws cannot be properly rolled out, for example, until all 
states pre-publish draft rules under those codes. Union Finance Minister Nirmala 
Sitharaman, also in a recent interview, stated the next target for reforms in India 
would have to be at the level of local governance, given that panchayats and 
urban local bodies controlled a lot of regulatory activity as well as land. Both Mr 
Modi and Ms Sitharaman stressed that competitive energy had built up among 
many states, and the desire to attract investment was universal. 

There is, however, a great deal more that the Union government can and 
should do to build a consensus. Mr Modi has spoken occasionally of the level of 
cooperation between the state and Union governments visible during the height 
of the Covid-19 pandemic. What should be recognised, however, is that cooper-
ation came about because of frequent meetings between the Prime Minister and 
chief ministers. The institutionalisation of Union-state interaction is essential if 
a common approach to reform is to be constructed. In the past, the Planning 
Commission played part of that role. Its successor, the NITI Aayog, needs to take 
more measures to replicate that effort. The Inter-State Council, a constitutional 
body that last met in 2017, also needs more frequent interactions. 

More communication between the political leadership of states and the 
Union government is essential, ideally with minimal politicisation and a focus 
on common-policy priorities such as welfare delivery and investment. This 
would also help check the increasing pressures on Indian federalism, which 
come from multiple avenues — whether contrasting approaches to law or fiscal 
policy — and which, if ignored, could cause destabilising sub-nationalism to 
take hold. But it would also be necessary that the government in New Delhi 
respect the political desires, aspirations, and requirements of state leaders, some 
of whom will naturally be from Opposition parties. This understanding has been 
somewhat lacking in recent years, and needs to be built again.

The heat is on
Substantive, practical adaptation policies can help

A
 large part of the country is grappling with heatwaves. The consequent 
threat to public health and productivity can be severe. Almost 75 per 
cent of India’s workforce depends on heat-exposed labour in agriculture 
and construction, a World Bank study said, and reckoned that India 

might account for almost 43 per cent of global job losses from heat stress-associated 
productivity declines by 2030. The government data shows the spread and incidence 
of heatwaves are also rising — from nine states in 2009 to 23 states in 2020 (and this 
when the pandemic lockdown had stalled economic activity). In the same period, 
the number of average heatwave days has risen sharply, from 7.4 to 32.2. The encour-
aging news is that the Centre and state governments have taken cognizance of the 
problem and acted with some urgency. Since 2016, for instance, after heatwave 
deaths exceeded 2,000, the Centre drew up national guidelines for preventing and 
managing heatwaves as a broad framework for states to create heatwave action 
plans. The National Disaster Management Authority (NDMA) stipulated that heat-
waves should be declared when the actual maximum temperature remains 45 
degrees Celsius, irrespective of normal maximum temperature. Among the most 
useful practices have been regular heatwave warnings by the India Meteorological 
Department (IMD) and a standard package of Dos and Don’ts for managing them. 

Employers have responded by shifting heat-exposed work to cooler night-
time hours, a transition that agricultural labour had made some time ago. The 
upshot has been a rapid diminution in heatwave-related deaths from 2,040 in 
2015 to 27 in 2020. Though these numbers are creditworthy, the bigger challenge 
is to expand and institutionalise heatwave management as an ongoing imperative. 
Doing so will require much more than issuing heatwave warnings and advisories; 
substantive and practical adaptation policies at micro and macro policy levels 
are called for. For instance, with reservoir levels falling to 35 per cent, a water 
crisis is imminent, as Bengaluru demonstrated earlier this year. This calls for an 
urgent exercise by urban authorities to enforce water harvesting in all high rises, 
a mandate that appears to be observed more in the breach in water-scarce cities. 
At the policy level, state governments may need to bite the admittedly hard 
political bullet and reconfigure incentives given to water-guzzling crops such as 
sugarcane and rice in irrigated areas in Punjab, parts of Uttar Pradesh and 
Maharashtra in favour of water-maximising grains such as millets that also have 
the potential to improve public-health outcomes. 

Other obvious measures would include planting more trees in public spaces 
as cities such as Dubai and Singapore have mandated and stipulating architectural 
standards that reduce the pressure on air conditioning. At the same time, white-
collar work hours could also be reworked to start earlier in the day and end 
before day temperatures peak. With polluting coal-fired plants doing the heavy 
lifting as demand for electricity peaks, there is some urgency in accelerating the 
adoption of battery-storage technologies so that renewable sources such as wind 
and solar can play a more significant role in power generation. With the risk of 
heatwaves likely to grow exponentially in the decades to come, India, one of the 
epicentres of this trend, will need to adapt at a faster rate than ever.
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W
orld over, doubts are being raised about the 
effectiveness and even relevance of the infla-
tion targeting mandate of central banks.  

Central banks have faced criticism for failing to cor-
rectly judge and predict the interest rate-inflation 
dynamics during the post-Covid period.  

Take the Indian case. The Reserve Bank of India 
(RBI) kept the interest rates quite low during 2020-21 
and 2021-22.  Inflation had conspicuously started rais-
ing its head by the middle of 2021-22, but was consid-
ered transitory by the central bank and ignored. Then, 
all of a sudden, in May 2022, the RBI began one of the 
steepest interest rate-raising cycles in recent history. 
The repo rate was increased from 4 
per cent to 6.5 per cent by February 
2023, and rates have been kept at this 
level since then.      

For quite some time now, the mar-
kets have been speculating about when 
the RBI would start reducing interest 
rates. Many experts view the current 
real interest rates to be high, discour-
aging new investments and hurting 
growth.  The arguments circulating 
suggest that the increase in repo rate 
has achieved its purpose, and it is time 
for the RBI to announce a road map for rate cuts. Some 
advocate that the real interest rates shouldn’t be more 
than 1-1.5 per cent, and question whether consumer 
price index (CPI) is the right inflation index to target. 
They argue that the RBI should take the lead in reducing 
rates without waiting for the US Fed to do so. On the 
contrary, there are others who support keeping the 
rates high to bring the CPI below 4 per cent. Some have 
even raised the basic doubt of whether the central bank 
can actually credibly control inflation.  

This column examines the need for tweaking the 
present inflation-targeting mechanism in India, an 

issue that should be prioritised by the new government 
formed in June. 

But before that, a few words on the current stand 
taken by the RBI on inflation. The RBI is right in focus-
ing on bringing the CPI-based inflation below 4 per 
cent. The RBI Act, as amended in 2016, mandates the 
RBI to keep CPI within 4+/-2 per cent. The RBI lacks 
discretion to target some other inflation index. In fact, 
had the RBI adhered strictly to its mandate in 2021-22, 
the current situation of high real interest rates might 
have been averted. Even from a growth perspective, 
there are no compelling reasons for the RBI to cut 
rates; gross domestic product (GDP) is projected to 

grow by 7.6 per cent in FY24 and more 
than 7 per cent in FY25. As for ignor-
ing the US Fed actions, there are lim-
itations, given the dollar’s hegemony 
in international trade and finance.  

When it comes to the inflation 
targeting mechanism, to begin with, 
an ab initio look at what is being tar-
geted would be helpful. What are 
the commonly used different infla-
tion measuring indices and the pur-
poses they serve? What is the inter-
play amongst these indices — are 

they often projecting a conflicting picture of inflation? 
There is a need to revisit the constituents of these 
indices as well as their weights.  

The CPI, wholesale price index, and GDP deflator 
are the three indices commonly used by economists 
in various analyses. While they surely serve different 
purposes, of late, the lack of correlation in their move-
ments has raised many eyebrows. Enough commen-
tary is available in the public domain, debating the 
usefulness of these indices, besides doubting their 
computation methodologies. The unusually low GDP 
deflator during 2023-24, which pushed up the GDP 

figures, has been a topic of discussion amongst experts. 
Some have argued that the GDP deflator should be 
taken into account by the RBI while targeting inflation.  

Without going into technicalities, common sense 
dictates that the target inflation index for the central 
bank, regardless of what it is called, should be so con-
structed that it accurately reflects changes in consumer 
prices of goods and services commonly used by the 
general public. High prices impact the poor the most, 
and the aim should be to contain the type of inflation 
that brings hardship to them. The index’s constituents 
should be periodically revised after conducting a cred-
ible survey, and in consultation with stakeholders. 

 Now, let’s turn to the existing inflation target of 
4+/-2 per cent. This was fixed by the government, in 
consultation with the RBI, in 2016 for a period of five 
years, and later re-adopted for another five years in 
2021. What is the basis for selecting this target, includ-
ing the wide band of +/-2 per cent? Considering the 
inflation rate-economic growth dynamics, knowing 
what inflation rate to target is crucial for the growth of 
any economy. Should achieving near-full employment 
or minimising the output gap in the economy be the 
objective, while deciding the optimal target inflation 
rate?  The government should take a fresh look into 
the matter and have wider consultations while final-
ising the inflation target. The broad contours of the 
rationale, the assumptions made, and the computation 
methodology ought to be in the public domain. 

One of the arguments put forth by the RBI for not 
being able to meet the inflation target during 2021-22 
was that the monetary policy wasn’t the right tool to 
contain the inflation then, which was primarily on 
account of supply-side disruptions. There is some 
merit in this argument. But then, what is the way for-
ward in such a situation? Can the RBI be completely 
let off the hook?  

That brings us to the issue of RBI’s accountability 
under the law, and ensuring transparency. Section 
45ZN of the RBI Act, 1934, mandates the RBI to submit 
a report to the government if it fails to contain average 
inflation below 6 per cent during the previous three 
quarters. The report should contain the reasons for 
failure to achieve the inflation target; proposed reme-
dial actions to be taken by the Bank; and an estimate 
of the time-period within which the inflation target  
shall be achieved following timely implementation of 
proposed remedial actions.  

The RBI did submit such a report to the government 
in November 2022. What does that report say and what 
action has been taken by the government on that 
report? Considering the hullabaloo about inflation, 
and the fact that the genesis of inflation getting out of 
control lies in the second half of 2021-22, it would be 
fair for the government to publicly disclose, in an 
appropriate manner, the gist of the report and the 
action taken thereafter.   

The writer, formerly in the Indian Administrative Service 

and chairman of  Sebi, is a distinguished fellow at the 

Observer Research Foundation

E
lections have never been won or lost solely 
based on voters reading manifestos! But it is a 
fact that think-tanks and policy cells of various 

political parties spend considerable time drafting their 
manifestos and getting them cleared by their political 
bosses. The recent skirmish between the Bharatiya 
Janata Party (BJP) and the Congress party on certain 
specific items in the Congress manifesto confirms that 
manifestos have not completely lost their relevance. 

So, here are some of the key infrastructure high-
lights from the manifestos of the BJP, Congress, 
CPI(M), DMK and TMC. 

It is not surprising that the railways has taken centre 
stage in the manifesto of the BJP, lending credence to 
the increasing belief that the railways 
is set to be of greater significance in 
the next five years than roads. The 
BJP talks of constructing 5,000-plus 
km of new tracks every year, expand-
ing the Kavach safety systems, re-
developing over 130- plus railway sta-
tions, and introducing rapid rail 
inter-city train services like Delhi-
Meerut. Initiating metro rail projects 
in 20-plus cities is high on the agenda, 
as is the propagation of user-friendly 
super apps. The Congress party’s only 
contribution to the railway discussion 
is insisting on safety and modernising 
outdated infrastructure. In the safety 
aspect, it is joined by the DMK and TMC. Rather sur-
prisingly, both the DMK and TMC want the re-intro-
duction of a separate Rail Budget like old times! 

The BJP appears to have no fresh ideas on roads 
other than building 15,000 km of access-controlled 
highways. There is no mention of the much-antici-
pated GPS-based tolling system. The makings of a 
more investor-friendly Build Operate Transfer for-
mat also does not find mention. The Congress wants 
a new formula for calculating road tolls, though the 
specifics are left unsaid. Road safety is only  alluded 
to in the BJP manifesto.  

In terms of ports, the BJP manifesto restricts 
itself to doubling the share of inland water transport 
and the CPI(M) wants withdrawal of the Landlord 
Model of public sector port development. It is the 

TMC manifesto that mentions the need for having 
coastal economic zones. 

Water is clearly the next big item after railways. The 
manifestos of the BJP, Congress, and TMC all prioritise 
providing access to clean and safe drinking water. The 
DMK and Congress manifestos specifically mention 
the establishment of desalination plants in all coastal 
areas. The BJP and Congress manifestos focus on 
addressing water quality, effluent management, and 
river revitalisation. The CPI(M) proposes reformulating 
the National Water Policy to treat water as a scarce pub-
lic good and emphasises protection of rivers, expansion 
of water bodies, and increased groundwater recharging.  

In aviation, the BJP mentions expanding interna-
tional airports and implementing the 
Amrit Kaal Civil Aviation Master Plan 
to upgrade airports into regional 
hubs. The CPI(M) advocates public-
sector control over airport construc-
tion, operation, and maintenance.  

Transport and logistics feature 
prominently in party manifestos, 
reflecting diverse strategies for their 
development. The BJP’s manifesto 
talks about expanding the fleet of e-
Buses, strengthening waterways, and 
urges the creation of unified 
metropolitan transport systems to 
integrate multi-modal transport facil-
ities. The Congress manifesto sup-

ports the idea of integrated multi-modal public trans-
port in urban areas. All this should logically lead to the 
implementation of a Unified Metropolitan Transport 
Authority (UMTA) for Indian cities, which is still await-
ing real implementation after its first policy announce-
ment in 2006. The TMC aims to expand Kolkata Metro 
into the suburbs. Only the BJP and DMK address elec-
tric vehicles (EVs) in their manifestos, where they pri-
marily focus on establishing nationwide charging 
infrastructure and increasing subsidies for EVs. 

Agricultural infrastructure emerges as a pivotal 
battleground for parties vying for the rural vote, with 
the manifestos of the BJP, Congress, DMK, CPI(M), 
and TMC all laying out a range of strategies. The BJP 
underscores integrated planning via initiatives like 
the Krishi Infrastructure Mission, focusing on irrigation 

expansion and storage capacity. The DMK emphasises 
river-interlinking projects and cold storage facilities. 
The TMC mentions cold-chain infrastructure.  

In the realm of housing infrastructure, the BJP 
vows to expand the PM Awas Yojana and strengthen 
the RERA Act. The Congress champions the Right 
to Homestead Act.  

In the sphere of power sector policies, the BJP, TMC, 
and DMK all converge on promoting renewable energy. 
The Congress presents a Green New Deal Investment 
Programme, aiming to boost renewable energy adop-
tion and generating green jobs. Notably, it proposes 
incentivising panchayats to establish solar grids for 
communal use, aligning with its focus on grassroots 
empowerment. The BJP vows to expand green hydro-
gen production, envisioning India as a hydrogen hub.  

At the policy level, the BJP’s manifesto emphasises 
the need for a robust resource mobilisation strategy, 
blending public and private investment across sectors 
like railways, airports, and digital infrastructure. The 
manifesto aims to attract private investment by sim-
plifying regulations for private investment in infras-
tructure. The Congress also prioritises reviving pub-
lic-private partnerships (PPPs) whilst expressing 
concern over the effectiveness of the current PPP 
model. If one were to commend consistency across 
past and current manifestos, the prize would surely 
go to the CPI(M) for never wavering from its espousal 
that all infrastructure development, maintenance, 
and operations should be by the public sector! 

A key missing area across all the manifestos 
relates to the concern about urban infrastructure. 
Whether it is the development of Smart Cities or 
raising municipal bonds to fund India’s booming 
city infrastructure requirements, the political will 
appears to be absent. 

Overall, it must be said, with a certain amount 
of disappointment, that the manifestos do not have 
much to offer by way of inspirational programmes 
and ideas for India’s infrastructure development. 

But maybe one should not expect too much 
from manifestos. 

The writer is an infrastructure expert and founder and 

managing trustee of The Infravision Foundation. Research 

inputs were provided by Vrinda Singh

Infra visions in manifestos

Next govt should build consensus on reforms

Taking states along

I
n recent years, several books have 
been published on India’s national 
security, but what makes this volume 

edited by Milan Vaishnav both unique 
and especially useful, is its 
comprehensive description and critical 
analysis of the institutional 
underpinnings of India’s security policy. 
Dr Vaishnav must be complimented on 
assembling a group of bright and 
relatively young academics as 
contributors, who bring both rigour and 
acuity to their examination of a complex 
and often opaque subject. This is an 
opportune time to explore the various 
institutions through which the Indian 
state seeks to uphold the security of the 
country because they are inevitably being 
affected by the rapid and significant shifts 
taking place in both the domestic and 

external security environment. 
The book is divided into four parts. 

Part 1 looks at the Indian armed forces — 
the Army, Navy and Air Force, their 
strengths and vulnerabilities. Part 2 
examines the structure and capacities of 
the country’s premier intelligence 
agencies, the Research and Analysis Wing 
(R&AW) for external operations and the 
Intelligence Bureau (IB) with a domestic 
remit. Neither has any legal instrument as 
its basis and therefore, are not subject to 
parliamentary or judicial oversight. 

Part 3 is devoted to agencies 
responsible for internal and border 
security. They include the Assam Rifles, 
which is deployed in the Northeast both 
for guarding the border with Myanmar 
and China (through Arunachal Pradesh); 
the Rashtriya Rifles, deployed in Jammu 
and Kashmir for counter-insurgency and 
anti-terrorist operations. Assam Rifles 
functions under, and is financed through, 
the home ministry but is operationally 
under the Indian Army. The Rashtriya 
Rifles is under the defence ministry and 
functions under the operational control 
of the Indian Army. The other 
paramilitary formations are the Indo-
Tibetan Border Force (ITBP), primarily 

serving as a border guarding force on the 
Sino-Indian border; the Seema Suraksha 
Bal (SSB), which is currently deployed on 
the India-Nepal and India-Bhutan 
borders; and the Border Security Force, 
which guards the India-Pakistan and the 
India-Bangladesh borders. These are 
under the home ministry. The Central 
Reserve Police Force (CRPF) is the largest 
paramilitary force (over 330,000) 
available for internal security duties 
throughout the country in support of 
state police forces and for anti-insurgency 
operations against the Naxal and Maoist 
armed revolutionary movements. The 
Central Industrial Security Force (CISF), 
also under the home ministry, guards 
industrial and commercial 
establishments, airports and other 
critical infrastructure. And the National 
Security Guard (NSG) was set up as a 
commando force. While under the home 
ministry, it is managed operationally by 
the defence ministry. 

Part 4 is devoted to the premier 
investigative agencies, the Central 
Bureau of Investigation, which covers 
criminal matters, and the National 
Investigation Agency (NIA), which 
focuses on anti-terrorism. 

The book acknowledges the positive 
role played by the country’s security 
system against difficult odds. But it has 
identified certain common challenges 
that confront virtually all the different 
security-related institutions. They suffer 
from lack of capacity on the one hand but 
have to manage 
overlapping and 
ambiguous 
jurisdictions on the 
other. They are 
plagued by 
significant and 
persistent vacancies 
at all levels. They 
tend to be top heavy 
with better trained 
and better paid 
personnel at senior 
levels but ill-trained 
and poorly treated lower ranks. A feudal 
culture pervades the security forces. 
Constables often serve as domestic staff 
for senior police officers and so do 
soldiers for higher rank military officers. 
The intelligence agencies operate in a 
legal limbo, immune from parliamentary 
scrutiny and public accountability. And 
none of the institutions are geared to stay 

ahead of the technology curve. 
The study is comprehensive enough 

but there could have been a further 
elaboration of the changes brought about 
in the wake of India becoming a declared 
nuclear weapon state in 1998. This led to 
the setting up of the National Security 

Council (NSC), 
chaired by the prime 
minister and 
including the 
ministers of home, 
external affairs, 
defence and finance. 
The newly 
established office of 
the National 
Security Advisor 
(NSA) was a major 
departure in the 
national security 

system. He serves as secretary to the 
NSC. There is no legal sanction for the 
office of the NSA but he has emerged as a 
critical and indispensable node in the 
security system, both domestic and 
external and in the nuclear domain.  

The National Security Council 
Secretariat is now a powerful institution 
headed by the NSA and currently 

deploys three deputy NSAs. There is a 
large complement of officers on 
deputation from other security agencies. 
It is both a central intelligence 
processing and evaluation centre as well 
as a policy research and analysis 
platform. The NSC is supported by a 
National Security Advisory Board 
(NSAB) composed of eminent but retired 
public officials, domain experts and 
academics who advise on a wide range of 
national security issues. The Indian 
nuclear doctrine in the aftermath of the 
nuclear tests of 1998, was drawn up by 
the NSAB. During the time I was chairing 
the NSAB, it had worked on a draft 
national security strategy but this could 
not be put in the public domain. 

The book should have also looked at 
the institution of the Chief of Defence 
Services (CDS) who will play a key role in 
the setting up of theatre commands and 
in the nuclear command authority and 
the Strategic Forces Command, which 
manages India’s nuclear deterrent. 

This sets the agenda for a further 
study but Dr Vaishnav’s edited volume 
will remain an indispensable and one of 
the best researched reference volumes 
on India’s national security system. 

The reviewer is a former foreign secretary and 

served as chairman, National Security 

Advisory Board (2013-15) 
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petitive market economy is not generating 
the desired outcomes. The most glaring 
aspect of this is India’s ever-widening ine-
quality in wealth and income. Another aspect 
is the slow pace of job creation and liveli-
hoods. There is also the silent erosion in peo-
ple’s purchasing power caused by persistent 
inflation. Hence, for a variety of reasons, 
increasing welfarism is unquestioned. 

What’s missing is an adult dialogue 
between principals (the people) and their 
agents (the elected officials). This requires an 
awareness and acknowledgement of the fact 
that welfare benefits do not come from some 
magic bottomless reservoir. They come from 
the government treasury, which is funded by 
taxes, both direct and indirect. In essence, all 
election promises, “guarantees” and 
increased welfare benefits are necessarily a 
massive exercise in redistribution. It involves 
transfers from the rich to the poor, from tax-
payers to the rest. The larger the overlap 
between taxpayers and voters, the fairer it 
will seem. The larger the size of the middle 
class, the fairer the bargain. India’s move 
toward an even bigger welfare state is inevita-
ble, but we can make this journey more 
meaningful by downplaying the role of the 
beneficiary and highlighting the role of the 
citizen, the voter and the taxpayer.

careful study of the evolution and maturing 
of India’s politics and democracy. But there 
are enough indicators to suggest that we are 
still closer in status as subjects rather than 
masters. It is still a “maai-baap sarkar” (a 
paternal state) that protects and nourishes, 
and to which people turn to for all their 
problems. The legacy of subjecthood now 
survives as politics of patronage. The politi-
cal dialogue is not being conducted with the 
citizen, but with a beneficiary or “labhaar-
thi.” This framing of the relationship robs 
people of their agency as voter-citizens and 
treats the electorate simply as recipients of 
largesse from the government or state.

Welfarism has been ascendant in India for 
more than two decades. It has taken the form 
of provisions such as free foodgrain, free elec-
tricity, water connections, a housing subsidy, 
cooking gas, almost free health insurance, 
crop insurance and of course cash transfers. 
Its scope is ever expanding. In the current 
election campaign, welfarism has turned into 
competitive welfarism. It is as if votes can be 
bought by whoever offers the bigger package 
of welfare benefits. Leave aside the issue of 
whether this constitutes bribery of the voter. 
But in a subtle way, it undermines a legiti-
mate and mature political discourse between 
electors and those who seek to be elected.

T
his story is possibly apocryphal, but 
nevertheless worth telling. Just after 
independence, Jawaharlal Nehru 

instructed his party workers to go to the mas-
ses in the hinterland and spread the good 
news. That the British had left, and we were 
a free nation now. The workers heard a com-
mon refrain, “Oh, the British have left? Who’s 
going to rule us now?” This was not the voice 
of a broken spirit, but of instinctive subject-
hood. This had been people’s default status 
through the ages under various kingdoms 
and also the British. They naturally assumed 
that new a set of rulers would reign. Hence 
the early work on strengthening the founda-
tions of our newly born democratic republic 
in 1947 was to champion the basic idea that 
the people are supreme. Not elected officials, 
not Members of Parliament, and not even the 
Constitution can be above the people. They 
are the bosses.  After 75 years, have we finally 
internalized this idea? Does it manifest in 
our public life and governance? A sophisti-
cated analysis of this question would need a 

stocks worth ₹339.7 billion just in May.
DIIs are institutions like insurance 

companies, mutual funds, provident 
funds, banks, etc, which primarily 
invest the money they collect from 
retail investors. Further, investments 
made by DIIs include money coming in 
through systematic investment plans of 
equity mutual funds and investments 
made in government investment 
schemes like the Employees’ Provident 
Fund and National Pension System.

So, on the whole, Indian retail inves-
tors seem confident that the current 
dispensation will continue after 4 June, 
when the Lok Sabha election results will 
be declared. Also, FIIs on the whole 
seem to have a very small doubt about 
whether the BJP-led National Demo-
cratic Alliance (NDA) will get the same 
confident mandate it got in 2019, and 
hence, have been net sellers. FIIs owned 
Indian stocks worth around $794 billion 
as of April end.

Nonetheless, what is clear is that both 
FII and DIIs want the BJP-led NDA to 
continue to govern the country after 4 
June. This leads to the question: Why 
does the stock market love the idea of a 
BJP-led NDA government? Since 2016, 
the government has worked towards 
increasing the formalization of the 
Indian economy through moves like 
demonetization and the goods and ser-
vices tax (GST). This was followed by a 
cut in the rate of corporate income tax 
in September 2019 and the destructive 
impact of the pandemic on the informal 
sector, benefitting companies in the 
listed space through higher sales, lower 
tax and increased profits.

Data of more than 5,000 listed com-
panies from the Centre for Monitoring 
Indian Economy suggests that from 
2018-19 to 2022-23, the net sales of 
these companies went up 52%, corpo-
rate taxes paid went up only 36% and 
their net profit rose sharply by 187%. In 
comparison, between 2014-15 and 
2018-19, net sales had gone up 30%, 
corporate taxes by a higher 38% and net 
profit in 2018-19 was around 90% of the 

profit in 2014-15. Clearly, among other 
things, lower taxes have helped spruce 
up profits of listed companies, pushing 
up stock prices. Of course, the huge 
amount of money printed by central 
banks after the pandemic broke out 
also helped.

These dynamics seem to have worked 
wonderfully well for stock market 
investors over the last few years. And 
now there seems to be a small fear, at 
least among FIIs, that if the BJP-led 
NDA isn’t elected again, happy days will 
go away: If the opposition-led alliance is 
elected, government expenditure will 
go up to finance the major plans laid out 
in their manifestos.

Further, if the government chooses to 
finance higher expenditure through a 
higher fiscal deficit—the difference 
between what it earns and what it 
spends—it’s likely to lead to higher 
interest rates and the crowding out of 
investments. If it chooses to raise tax 
collections, one obvious option would 
be to hike corporate taxes.

The government won’t want to raise 
GST rates because that would make it 
unpopular. Personal income tax collec-
tions have already gone up quite a bit. 
They stood at 2.44% of gross domestic 
product (GDP) in 2018-19 and are 
expected to rise to 3.42% in 2024-25. 
Corporate taxes were at 3.51% in 2018-19 
and are expected at 3.18% in 2024-25. 
So, any extra expenditure is likely to be 
financed through a higher corporate tax 
rate. The idea would be an easier sell to 
citizens as well. It will mean lower busi-
ness earnings, unless company sales 
grow faster, and lower earnings typi-
cally mean lower stock prices.

Now most retail investors won’t have 
thought this through in detail. If they do 
so, they are more than likely to arrive at 
this conclusion. Institutional investors 
have probably already done so, though 
they won’t say so in public. Indeed, a 
stock market is a weighing machine for 
the future, but, like anything else, it’s 
conditioned to think by taking only its 
own incentives into account.

A
ny stock market discounts future  
possibilities, especially what may 
happen in the near future. The 

Indian stock market isn’t any different. 
And currently—despite what some pun-
dits who emerge around election time 
are saying—on the whole, the market is 
factoring in a Bharatiya Janata Party 
(BJP) win in the Lok Sabha elections.

Of course, there have been some 
jitters along the way, with the S&P BSE 
Sensex—India’s most famous stock 
market index—seeing some high intra-
day swings. But since April, the differ-
ence between the Sensex’s high of 
75,124.3 points and a low of 71,816.5 
points has been 4.4%, which isn’t much 
when we take history into account. Also, 
on 17 May, the Sensex closed at 73,917 
points, or 1.6% lower than the highest 
level since April, when the election 
started coming into focus.

Now, the thing to remember is that 
the parts can behave differently from 
the whole. And that seems to be hap-
pening with the stock market as well. 
At a simple level, investors in the stock 
market can be divided into two broad 
categories: foreign institutional inves-
tors (FIIs) and domestic institutional 
investors (DIIs).

Since April, FIIs have net sold stocks 
worth ₹369.1 billion, or around $4.4 bil-
lion. In the same period, DIIs have on a 
net basis bought stocks worth ₹781.6 
billion. Further, DIIs have net bought 

BJP rule has meant lower corporate tax and more profit. This may change if the party loses power 

VIVEK KAUL 
is the author of ‘Bad Money’.

We’re not just beneficiaries but citizens and voters too
AJIT RANADE

B
anks in India reported record prof-
its last fiscal year, public sector 
banks (PSBs) included, but a stellar 
bank performance is no reason to 
abandon reforms in this sector. 
Bank privatization, for instance, 

has evidently taken a back seat, with no major 
moves seen lately by way of the government 
diluting its ownership. Perhaps the big mergers 
executed a few years ago that brought down the 
count of PSBs in India to 12 from 27 got policy-
makers to step off the pedal. Now with swelling 
profits stuffing public coffers, off-loading banks 
may slide further down the priority order. But 
banking remains much too public-sector domi-
nated. Government equity control must come 
down, so that these banks are subject to market 
discipline, with private owners keeping watch. 
As a business of judging risk and pricing credit, 
banking tends to perform best over time when 
bank managers are held to account by a crowd 
of owners united only by profit as a common 
interest. Which is why this upswell should be 
taken as an opportunity to privatize PSBs.

The finances of PSBs have never looked so 
robust. Their net profits hit ₹1.4 trillion in 
2023-24, up 34% from 2022-23, while bad 
loans as a proportion of their total advances 
are at a decadal low of under 4%. These bright 
numbers are reflected in the stock-market 
strength of listed lenders. It is no surprise that 
private banks have performed even better. 
Ever since being allowed in, they have been 
taking business away from PSBs. Their net 
profits grew a stronger 42% to ₹1.7 trillion in 
2023-24. The loan books of private banks also 
look cleaner, overall. With credit growth in 
good shape across the sector, most banks look 
reasonably well placed right now, even if their 

tilt towards retail lending over corporate loans 
isn’t ideal. The big policy question is whether 
and when further chunks of PSB equity will go 
private. The sense that this process may have 
stalled stems from the government’s failure 
last year to privatize IDBI Bank as planned. In 
the context of this miss, reports had emerged 
that PSB privatization would be put through a 
rethink. The idea has always faced resistance. 
If PSBs can be profitably run and also serve as 
instruments of state policy, some critics ask, 
why privatize them? As with the central bank’s 
surplus, the Centre may also be tempted to rely 
on profitable PSBs for revenues. These argu-
ments do not take the larger picture into 
account. As capital plays an ever larger role as 
the economy’s mover and shaker, we need a 
credit market that’s as efficient as it can get. 
This requires lenders to achieve corporate 
governance and operational efficiency levels 
that are globally competitive. Widely held 
bank shares would promote both and result in 
better allocation of financial resources.

A profit bonanza should not get in the way of 
bank privatization, an agenda that has its own 
merits. It’s true that the Centre often depends 
on its network of PSBs to meet welfare objec-
tives like financial inclusion; indeed, this is 
why banks were nationalized back in 1969. 
However, retaining the State Bank of India is 
all the government needs for that purpose; this 
PSB’s vast reach across India should suffice. 
We should aim to privatize the rest as we go 
along. For the market discipline of private 
ownership to take full effect, shareholder dis-
persal is key. Instead of strategic stake sales, 
let’s make public offerings of equity. Or per-
haps award PSB shares to citizens at large via 
direct transfers. The status quo is sub-optimal.

Big profits no reason to 
go slow on bank reform
India’s PSB privatization agenda has a long way to go. Regardless of profits, banks would 

serve the Indian economy better under wide private ownership than under the government
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There’s an upheaval in
Uttar Pradesh and

Bihar after the Bharatiya
Janata Party put up an
unexpectedly good show
in the two states at the
general election.

In Uttar Pradesh, chief
minister Akhilesh Yadav
has sacked 36 ministers. In
Bihar, Nitish Kumar has
quit and a new chief
minister is in place. Not to
be left behind, Bahujan
Samaj Party chiefMayawati
has dissolved all party
committees.

These steps can be seen
as a bid to organize ahead
of state assembly elections
in the coming years.

All this would have been
unnecessary if the two
governments had paid
attention to the huge
governance deficit.

Bloated ministries and
old-style social justice
planks have unhinged
Samajwadi Party in Uttar
Pradesh and Janata Dal
(United) in Bihar.

It is too early to say that
voters now demand
accountability from those
who govern them. But it is
not a bad assumption to
make before going into
election mode.

QUICK EDIT

Heartland
upheaval

NEW PRIME MINISTER

Narendra Modi to take charge on
26 May; business confidence up
BY GYAN VARMA

gyan.v@livemint.com
·························
NEW DELHI

An emotional Narendra Modi
moved a step closer to be-

coming India’s 14th prime min-
ister after President Pranab
Mukherjee on Tuesday accepted
his formal claim to form the next
government and invited him to
take the oath of office on 26
May.

The Modi-led Bharatiya Jana-
ta Party’s (BJP) victory in the
general elections was widely an-
ticipated, although the magni-
tude wasn’t, and investor and
business confidence had run-up
ahead of counting day, Friday,
16 May.

BSE’s benchmark Sensex
gained 3.79% between Monday’s
opening and Thursday’s close
last week, and a business confi-
dence index, released on Tues-
day but conducted in April,
showed significant improve-
ment in business confidence.

After the results, global rating
agencies were quick to point out
that a stable government would
improve the business environ-
ment.

On Tuesday, Modi’s meeting
with the president took place af-
ter a meeting of the Bharatiya Ja-
nata Party (BJP), which formally
named the former Gujarat chief
minister as prime minister des-
ignate; this was subsequently
endorsed by the BJP-led Nation-
al Democratic Alliance (NDA).
The BJP has 282 members in the
16th Lok Sabha, which gives it a
simple majority in the 545-
member house. The NDA has
336.

Attention now has shifted to
the government formation and
initiatives to heal the economy,
which has only recently bot-
tomed out after witnessing a
sharp deceleration in growth in
the last two years. The expecta-
tion is that Modi will be sworn in
with a small cabinet that will in-
clude Arun Jaitley, Rajnath
Singh and Nitin Gadkari. The
buzz is that Jaitley will be the
country’s next finance minister.

The overwhelming mandate
managed by the BJP and the
smooth transition from the Con-
gress-led United Progressive Al-
liance (UPA) has reduced the
political uncertainty among
nervous foreign investors and
improved sentiments in the
economy. It has also stoked ex-
pectations of a fresh wave of re-
forms and policy measures in-
cluding those that will unlock
big ticket infrastructure projects.

Rating agencies have already
begun re-rating India’s pros-
pects.

“Clearing the bottlenecks of
infrastructure projects is likely
to be an early priority. However,
sustaining the investment cycle
over the long run will require a
broader improvement in the
business environment. Struc-
tural reforms related to gov-
ernance, and the reduction of
red tape, are essential to re-ac-
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India’s second largest low-
fare airline SpiceJet Ltd is in

advanced negotiations with an
overseas investor for a possible
infusion of capital to help fund
its expansion plans and pare
debt. “We are in very advanced
stages of a capital infusion dis-
cussion with an external entity
that when completed will help
us clean up our arrears and re-
build with confidence,” a
SpiceJet spokesperson said.

Shares of SpiceJet on Tues-
day rose as much as 5.4% after
the announcement and ended
the day 3.32% up in flat broad-
er markets.

An equity infusion is critical
for SpiceJet as losses mount.

Last week, SpiceJet posted a
record net loss of `1,003.24
crore for the fiscal year ended
March 2014. The loss widened
five times from `191.07 crore a
year ago, as a weak rupee and
rising costs took their toll.

The airline, controlled by
media baron Kalanithi Maran,
lost an average of `2.75 crore
every day that it flew in the
country with a domestic mar-
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SpiceJet says in
advanced talks
to raise capital

NOTE TO READERS

TheMediaMarketing Initiative on
Page 11 is the equivalent of a
paid-for advertisement, and no
Mint journalists were involved in
creating it. Readers would do well
to treat it as an advertisement.

BY JOJI THOMAS PHILIP

joji.p@livemint.com
·······················
SINGAPORE

India’s new government, led by
NarendraModi, will simplify tax

rules, make government procedures
transparent and reduce the scope for
corruption in interactions between
citizens and government depart-
ments, says Sanjeev Sanyal, Deut-
sche Bank AG’s global strategist.

Sanyal, who has written two
books on India—The Indian Renais-
sance: India’s Rise after a Thousand
Years of Decline and Land of the
Seven Rivers: A Brief History of
India’s Geography—said in an inter-
view that he seesModi as “the first
genuinely post-socialist political
leader” of India and also the first to
be “unapologetically in favour of pro-
market reforms”.

Modi’s Bharatiya Janata Party
(BJP) won 282 seats in the recent
general elections—amajority in the
545-member house—and has a total
strength of 336 in the Lok Sabha
alongwith allies. No government
since 1984 has had such a strength in
the lower house of Parliament. Sure,
the BJPwill have to ensure passage
of bills through the Rajya Sabha,
where it is in minority, and work with
states that have considerable pow-
ers under India’s federal structure.

“As far as India’s federal structure
is concerned, it is very likely that he
may devolvemore power to the
states given his own background as a

chief minister. Indeed, he has explicit-
ly said so in his campaign speeches,”
said Sanyal. “This will encourage and
enable states to reform in order to
compete with each other.”

Investors are convincedModi can
move things. Stockmarket indices
ran up ahead of the results in antici-
pation of aModi win and have risen
since the numbers came in on Friday.
India’s benchmark Sensex index has
gained 1.97% from its Thursday close.

“Expectations are running very
high. However, the new govern-
ment’s supply-sidemeasures will
take at least 12-18months to show
results,” said Sanyal.

“This is why it will be important
for PrimeMinister(-elect) Modi to
manage expectations andmaintain
focus on the long-term vision.”

Read the full interview on
Page 6.

‘Modi is unapologetically in
favour of pro-market reforms’

Overwhelmed: India’s prime minister-elect Narendra Modi gets emo-
tional while addressing the BJP parliamentary party meeting at the
central hall of the Parliament in New Delhi on Tuesday.

India positive: Sanjeev Sanyal
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BANGALORE

India’s largest e-commerce
firm Flipkart India Pvt. Ltd
is buying a majority stake

in online fashion retailer Myn-
tra.com in a deal that is set to
be announced this week, two
persons with direct knowledge
of the matter said.

The long-awaited cash-and-
stock deal is likely to value
Myntra at about $300-$330
million, Mint had reported on
6 May.

The proposed deal was
agreed upon in principle by
early April, but the companies
and their investors took “a
while” to work out a deal struc-
ture that would be in compli-
ance with Indian laws, one of
the persons cited above said.

Two common investors at
Flipkart and Myntra, Tiger
Global Management and Accel
Partners, first proposed the
deal last year—partly in re-
sponse to aggressive moves by
Amazon.com Inc.’s India unit
to carve out a larger market
share in the country. Flipkart’s
co-founders Sachin Bansal and
Binny Bansal, and Myntra co-
founder and chief executive
Mukesh Bansal approved the
deal earlier this year, people
with direct knowledge of the
talks said earlier in May.

Flipkart, which has received
$560 million in funding since
starting out in 2007, is also in
discussions to raise another
round of funds, another person
familiar with the matter said.

Flipkart declined comment.
Myntra too declined to com-

ment but a spokesperson said
that the company would hold a
press conference on Thursday
“to announce an important

strategic development”.
India’s e-commerce market,

valued at $3.1 billion by securi-
ties firm CLSA, is becoming in-
creasingly competitive.

After two years of consolida-
tion that involved many e-
commerce sites shutting shop,
the top four—Flipkart, Snap-
deal.com, Myntra and Ja-
bong.com—have raced away
from the rest of the pack and
have been joined by Amazon.

Amazon launched its India
marketplace in June last year
and has already built one of
the largest online product as-
sortments in the country. Ama-
zon has been lobbying heavily
to convince India to allow for-
eign direct investment (FDI) in
e-commerce, and the compa-
ny’s executives have told Mint
that it is investing “hundreds
of crores” in India.

Given Amazon’s intentions,
its financial muscle and tech-
nology expertise, local firms
would need large amounts of
money to compete with the on-
line retailer, analysts say.

Flipkart’s imminent deal
with Myntra will help the com-
pany keep Amazon at bay.

“The battle now is clearly
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Snapdeal.com, one of
India’s biggest online

marketplaces, is in ad-
vanced talks to raise an-
other large round of
funding merely three
months after it raised
$133.77 million, much of
it from eBay Inc.—an in-
dication of the continued
attractiveness of the Indi-
an e-commerce market
and the cash burn-inten-
sive approach of compa-
nies such as Snapdeal to
build market share at any
cost.

Snapdeal, promoted by
New Delhi-based Jasper
Infotech Pvt. Ltd, is like-
ly to announce the new

TURN TO PAGE 2®

Snapdeal in
talks to raise
fresh funds

Long-awaited deal,
estimated to be worth
$300-330 mn, will help
Flipkart take on larger
global rival Amazon
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and determined campaign by civil society 
groups, alarmed by starvation deaths, hunger 
and malnutrition. RBI seemed to be okay 
with free food, but not free electricity, as it 
places an extra burden on state government 
budgets. It can also be argued that providing 
free or almost free housing and health insur-

ance adds to people’s capa-
bilities and their ability to 
participate in the economy. 
The distinction between 
freebies, welfare benefits 
and subsidies is already 
blurred, and today’s elec-
tion promises are solidify-
ing the legitimacy of welfare 
schemes. We might soon 
get a universal basic income 
for every citizen—nay, ben-
eficiary. Forgotten is the 
crucial issue of why should 
the state be providing an 
array of private goods?

Welfare economics is a branch of the disci-
pline that focuses on the well-being of indi-
viduals. It aims to evaluate economic policies 
and outcomes based on their impact on peo-
ple’s welfare. The fact of rapid expansion and 
bipartisan acceptance of welfarism is an 
acknowledgement of the fact that the com-

Just two years ago, there was a vigorous 
debate about freebies, initiated by the Prime 
Minister himself. Even the Reserve Bank of 
India weighed in, and the Supreme Court too 
appointed an expert body to regulate freebies 
promised in electoral campaigns. But that 
debate seems to be forgotten. In any case, the 
extension of the free food-
grain scheme covering 
two-thirds of India’s popu-
lation for another five years 
is largely unquestioned. 
We don’t know about how 
much is meant for the poor, 
how much is resold and 
how much goes to feed cat-
tle. In competition the 
leading opposition party in 
its manifesto has promised 
to double the quantity of 
entitlement of free grain. It 
is quite likely that the 
scheme of free food, which 
started during the pandemic, might have 
delivered the twin objectives of food security 
and protection from food inflation (since it 
was being given in kind and not as cash). But 
we forget that the current free food scheme 
began with the National Food Security Act of 
2013, which in turn was the result of a long 

Let’s downplay 

the role of the 

beneficiary and 

highlight that 

of the Indian 

citizen, voter 

and taxpayer

There is a reason why the stock 
market appears to love the BJP
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T
he Indian higher education system is, 
by far, among the largest in the world 
today. Latest available data from the 
All India Survey on Higher Education 
(AISHE) under the ministry of educa-
tion from academic year 2021-22 

shows that 43.2 million students are enrolled in 
the system, having grown at 4.1% compounded 
annual growth rate (CAGR) over nine years from 
30 million in 2012-13.

Towards the objectives of inclusive enrolment 
and coverage, the country’s reservation policy has 
undoubtedly yielded results. Between 2012-13 and 
2021-22, enrolment among various social groups, 
shown alongside, has increased at impressive 
9-year CAGRs.

Scheduled Caste (SC) enrolment has increased 
by 6.2% CAGR, from 3.84 million in 2012-13 to 
6.6 million in 2021-22. Over the same period, 
Scheduled Tribe (ST) enrolment has increased 
by a significant 8.3% CAGR, from 1.32 million to 
2.71 million. Other Backward Classes (OBC) enrol-
ment is also moving at an impressive 6.3%, having 
increased from 9.4 million to 16.3 million. Enrol-
ment of the country’s Muslim community has 
increased from 1.25 million to 2.1 million at 6% 
CAGR, and that of other minorities from about 
560,000 to 900,000 at 5.4% CAGR. ‘General 
merit’ enrolment, calculated by authors from total 
enrolment minus other listed groups, is stagnating 
at 0.7%. The government’s focus on inclusion 
in higher education has clearly enabled rapid 
development of classes deemed as disadvantaged.

Comparing the enrolment proportion of various 
groups with their population compositions is 
revealing. Enrolment proportions for the SC, ST 
and OBC communities in 2021-22 are close to their 
population composition. 

For the SC community, it is 15.3% enrolment 
against 16.6% of the population; remarkably close.

For the ST community, 6.3% enrolment against 
8.6% of the population; this, too, is quite close.

For the OBC community, 37.8% enrolment 
against 40.9% of the population; close, as well.

The same progress, however, is not seen among 
minority groups. Minorities constitute approxi-
mately one-fifth of India’s population (as per 
Census 2011; no recent census data is available), but 
only about 7% of enrolment in higher education. 
Within minorities, only information of the Muslim 
community is available. The community consti-
tutes 4.9% of total enrolment, versus 14.2% of 
India’s population (as per Census 2011). However, 
the 9-year enrolment CAGR of 6% is impressive 
and can be utilized to drive enrolment up. Clearly, 
aspirations exist and can be encouraged.

Gender parity in Indian higher education drew 
level in 2019-20 and remains equal. Women are 
increasingly joining higher education with higher 

aspirations. The 10-year enrolment CAGR of 
women is 4.7% compared to 3.4% for men. Women 
are 48% of total enrolment in 2021-22, up from 
44.6% ten years earlier. Women’s gross enrolment 
ratio (GER) at 28.5 is higher than men’s at 28.3. It 
has grown faster, from 19.4 in 2011-12 compared to 
22.1 for men, indicating that more women in the 
18-23-aged population view higher education as a 
gateway to a higher-quality life. For the nation, this 
is an encouraging trend that will vastly increase its 
qualified workforce. To fully capitalize on this, 
quality employment prospects must be grown all 
over the country that would help educated women 
join the workforce in locations close to their homes 
and towns.

Disaggregating the social groups’ enrolment 
data by gender reveals Indian women’s aspirations. 
As the accompanying data shows, across groups, 
the women’s enrolment CAGR is ahead of men’s. It 
is 7% for women versus 5.6% for men within the SC 
community, 9.6% versus 7.2% among people of the 
ST community and 6.8% versus 5.9% among OBCs. 

Greater social diversity in  higher 
education is serving India well

Various social groups have shown encouraging enrolment rates but we must expand capacity vastly to fulfil aspirations 
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T
o get an idea of how Toyota Motor 
Corporation views the electric vehi-
cle (EV) business, just take a look at 

how it reports car sales. Prominent in its 
breakdown is the category of electrified 
vehicles, divided into sub-categories: 
hybrids, plug-in hybrids, battery electric 
vehicles and fuel-cell models. For most EV 
makers, battery-electric is the only one that 
matters. Tesla Inc, for example, exclusively 
ships BEVs. In its view, and for many aco-
lytes, a vehicle must have a battery and be 
exclusively charged from an external elec-
tricity source to earn the ‘E’ prefix. Its clos-
est rival BYD exited the combustion-en-
gine car market in 2022 and last year pro-
duced a roughly even split between battery 
and hybrid passenger cars.

For Toyota, the numbers are markedly 
different. Just 37% of the vehicles it sold 
last fiscal year were electrified, up from 
30% the year prior. But purists point to a 
stark fact: Only 1.1% of its retail car sales 
were battery electric. This large disconnect 
stems from Toyota’s decision to label even 
gasoline-powered EVs as “electric-pow-
ered.” This can be confusing, but it’s not 
entirely false. Hybrids use a combustion 
engine to create electricity, which then 
powers the motors. Plug-in hybrids split 
the difference, offering both gasoline and 
mains-powered fuelling.

Toyota reasons that in selling millions of 
hybrids to date, which have been more-
readily embraced by consumers than EVs, 
it has done as much as anyone to cut carbon 
dioxide. “Some people criticize hybrids 
because they have engines, but the amount 
of CO2 emissions reduced by these hybrids 
is the equivalent of 3 million BEVs,” Chair-
man Akio Toyoda said on a company pod-
cast published in April. 

Given that Japan, in particular, derives 
most of its electricity from fossil fuels, Toy-
oda argues that a direct switch to electric 
charging isn’t necessarily cleaner. It’s a 
valid point, albeit one that doesn’t sit will 
with EV purists.

Yet Toyota’s reason for pushing hybrids 
over pure electric models may be less about 
the dirty power generators that still popu-
late the planet and more about the funda-
mentals of market forces. 

Despite all the hype about EVs, espe-
cially in China, most consumers globally 
aren’t ready to make the shift. Range anxi-
ety is among the primary reasons, Con-
sumer Reports found, because drivers are 
confident that there’s always a gasoline sta-
tion close at hand, but worry there’s a lack 
of charging bays. They have reason for 
concern—there’s five times as many gas 

pumps as EV chargers in the US, according 
to one recent study. So rather than preach 
to unwilling customers, Toyota is letting 
car buyers dip their toe in greener waters 
via hybrid cars. But it still wants credit for 
selling electrified models.

Most people’s stance on this is more 
philosophical than environmental: 
Hybrids do burn fossil fuels, but they’re still 
better than full-combustion models and 
produce lower emissions than battery-
electric vehicles charged by coal-fired 
power stations. The swing factor is the 
cleanliness of a region’s electricity supply.

Toyota’s strategy may end up being the 
wiser choice. At first it seems like the Japa-
nese company is taking a wait-and-see 
approach, and there’s an element of that. 
Yet, executives will surely be aware that the 
road to an all-electric future is littered with 
failed EV startups as well as product delays 
and cancelled projects.

In the annals of automotive history, early 
names like Butler, Elmore and Armstrong 
Electric—one of the original EV companies 
—are forgotten. The founders of MySpace, 
Friendster and Pets.com will be aware that 
there’s little advantage in being first. 
Equally, many will forlornly remember 
their Nokia cellphones and wonder why 
the Finnish giant wasn’t able to adapt to the 
smartphone era.

Toyota’s decades-long dominance of the 
global car industry doesn’t come from any 
first-mover advantage. The Japanese com-
pany didn’t invent cars or internal-com-
bustion engines and it wasn’t the premier 
proponent of just-in-time manufacturing 
—Ford Motor Company was decades ahead 
on that. Instead, the Japanese auto giant 
climbed to prominence through a method-
ical approach to vehicle and engine devel-
opment, product-market fit, as well as effi-
cient manufacturing and sales. 

In moving slowly into EVs, Toyota may 
be taking a detour around the ‘Pioneer’s 
Trap.’ There is a risk that a patient 
approach will see it miss out on some or all 
of the burgeoning market for EVs, espe-
cially after Tesla and BYD careened head-
long into a product category even before 
consumers were ready. If that happens, it 
could be caught short like a modern-day 
Nokia. Then again, going down in history 
as the MySpace of cars isn’t a place it wants 
to be either. ©BLOOMBERG

Will Toyota’s hybrid bridge to 
electric vehicles work by plan?

It reduces pioneer’s risk and represents a well-calculated strategy

Hybrids offer users the best of both worlds 

in this market BLOOMBERG
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smaller and more nimble strategic coali-
tions. In times ahead, the strategic intent of 
collaborating countries may be different, 
requiring more nuanced forms of collabora-
tion, rather than simply lining up militarily. 

Nato expansion could lead us to some per-
plexing scenarios. If Israel were part of Nato 
and had invoked Article 5 after last year’s 
Hamas attacks, for example, what would 
have happened? Similarly, if India had 
invoked Article 5 after China’s 2020 border 
incursions, it boggles the mind what might 
have ensued.

Even if India gets permanent membership 
of the UN Security Council, its power will be 
circumscribed by China’s membership. In 
the same way as Nato was created to circum-
vent the Soviet veto, India may need a mech-
anism to get around a Chinese veto. Never-
theless, the era of broad and fixed alliances 
is over for the foreseeable future. Narrower 
and more flexible but friendly relationships 
are likely to serve India’s future needs better.

As for Nato, Russia’s belligerence has 
given it a lease of life. The pact may yet live to 
see a 100th anniversary, but will likely have 
to remain confined to the North Atlantic.

P.S: To paraphrase Victor Hugo, how do 
you prolong the life of an idea whose time may 
have gone?

vent a Soviet veto), but still adhere to the UN 
charter. The Vandenburg Resolution 
became the basis for the negotiations that 
resulted in the North Atlantic Treaty Orga-
nization (Nato).

Nato was born 75 years ago in 1949 with 12 
members from Europe and North America, 
including the US, Canada, Britain, France, 
Norway and Denmark. Sweden chose not to 
join and maintained a policy of non-align-
ment in peace and neutrality in war. Even 
though the original idea of Nato was to pro-
tect Western countries against a potentially 
remilitarized Germany as well as communist 
Soviet Union, West Germany joined Nato in 
1955. After that, Nato’s role heightened as 
the Cold War worsened. Nato has now 
expanded to 32 countries, the most recent 
additions being Finland and Sweden. Nato’s 
operational structure was catalysed by the 
Korean War that began in 1950.

The famous Article 5 of the treaty requires 
member states to come to the aid of any 
member state under armed attack. Article 5 
has been invoked only once, and that too by 
the US, after the 11 September attacks. The 
less-known Article 4 requires consultation 
among members and has been invoked 
seven times. Elements of the Nato Response 
Force were activated for the first time in his-

D
uring the spring of 1948 in post-war 
Europe, an extra-parliamentary coup 
brought Czech communists to power 

in Prague. At the same time, there was an 
ongoing civil war in Greece and unrest in 
Turkey. In Italy, it appeared as if the Italian 
communist party would make inroads in an 
upcoming election. Russian premier Joseph 
Stalin made a move to test the West by 
blockading West Berlin. This series of events 
caused nations of Western Europe to seek 
the help of the United States. The US recip-
rocated with the Marshall Plan for Europe’s 
economic recovery and with first steps 
towards the creation of a collective security 
architecture.

Britain, France, Belgium, the Netherlands 
and Luxembourg signed a European collec-
tive defence treaty in 1948. President Harry 
Truman persuaded an isolationist Republi-
can Congress to ally with Europe. Senator 
Arthur Vandenburg proposed a security 
treaty with Western Europe that would exist 
outside the UN Security Council (to circum-

India is lukewarm to Nato’s invitation for good reason
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not ponying up their share of Nato’s budget.
While the containment of Russia is 

important to Nato, America’s major strategic 
adversary has now become China. The US 
Congressional Committee on China has 
been seeking to expand Nato to include five 
more countries: Australia, New Zealand, 

Israel, India and Japan. 
For these countries, one 

advantage of the proposed 
Nato-plus grouping is that 
the legislative process has 
already been completed by 
Nato’s 32 members. The  
invitees simply have to 
approve. The obvious dis-
advantage is that the 
grouping would become 
even more unwieldy and 
disparate than before and 
its ‘theatre’ of focus would 
move from solely the North 
Atlantic to a very wide area 

that includes the Pacific and Indian Oceans.
There are other focused organizations 

that have been formed to counter potential 
threats posed by China’s rise. The Quad 
grouping of the US, Japan, India and Austra-
lia as well as the more recent Aukus with 
Australia, the US and UK are examples of 

tory during the current Ukraine war.
Nato has proven to be a credible deterrent 

in many instances, the most recent example 
being the containment of the Ukrainian con-
flict to just Ukraine, Russia and Belarus. 
Some political thinkers from the realist 
school, like professor John Mearsheimer of 
the University of Chicago, 
believe that Nato’s east-
ward expansion is culpable 
of having goaded Russia 
into conflict with Ukraine. 
After the fall of the Berlin 
Wall in 1989, despite 
Nato’s initial expansion 
during that phase, its influ-
ence was in steady 
decline—until the Ukrain-
ian war broke out.

Prior to its expansion, an 
agile Nato led by the US 
was able to make and exe-
cute decisions quickly. 
Today, its 32 member states have begun to 
openly squabble about things like leadership 
and often express opposing points of view. 
Turkey, Slovakia, Hungary and others have 
begun to express disagreements openly. The 
US under former president Donald Trump 
expressed disappointment over all members 

Russia’s recent 

aggression has 

renewed Nato’s 

relevance 

but the era of 

such military 

alliances is over
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Though the Muslim community’s representation 
in higher education is far less than its population 
composition, here too, women’s enrolment CAGR 
at 6.6% is far higher than men’s at 5.4%. The ‘other 
minorities’ group is the only one where this score is 
reversed: it is 4.9% for women versus 6% for men. 
In the general merit category, men’s enrolment 
has stagnated at zero as enrolment in years 2012-13 
and 2021-22 is very similar. Women’s enrolment in 
this group is 1.5%, higher than men’s here as well.

Overall, the country’s various social groups are 
faring well in higher education. Driving enrolment 
up in key groups and regions across India remains 
an important national goal and can be facilitated by 
expanding the capacity of existing institutions and 
setting up greenfield institutions in regions with 
low institutional capacity. Distance education can 
also be utilized to drive enrolment. 

The key point here is that increasing the size of 
the country’s cake will enable more people to par-
take of it, rather than slicing the existing cake into 
thinner and thinner slices.

Enrolment gains
The numbers have broadly risen although there is scope for improvement in the case of minorities whose 
proportion of higher-education enrolment is signi�cantly lower than their share in India’s population.

Source: Census 2011, NSSO, AISHE
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SC 
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All 

3.9

1.3

9.4

1.3

0.6

13.8

30.2

2.1

0.7

5.1

0.7 

0.3 

7.8 

16.6

3.5

1.4

8.5

1.1

0.4

7.8

22.6

5.6 

7.2 

5.9 

5.4 

6.0 

0.0 

3.5

1.7

0.6

4.3

0.6

0.3

6.0

13.5

3.2 

1.4

7.8

1

0.5

6.8

20.7

7.0 

9.6 

6.8 

6.6 

4.9 

1.5 

4.8

6.6

2.7

16.3

2.1

0.9

14.6

43.3

15.3 

6.3 

37.8 

4.9 

2.1 

33.6

100.0 

16.6 

8.6

40.90

14.2 

6.0 

13.6

100.0 

6.2 

8.3 

6.3 

6.0 

5.4 

0.7

4.1 

2021-22
CAGR
(in %)

2012-13  2021-22
CAGR
(in %)

Community  2012-13 

Enrolment (male, in million) Enrolment (female, in million)
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Museums play an
indispensable part
in understanding the

history of human civilisa-
tion. It is proof of our exis-
tence on this planet and mate-
rial evidence of human activ-
ity carried out during our life-
time. Understanding the
diverse cultural tapestries that
make up human history helps
build more inclusive soci-
eties. 
Museums come in various
types, each focusing on differ-
ent aspects of human knowl-
edge, culture and the natural
world, like Art museums,
history museums, natural his-
tory museums, science muse-
ums, military and war muse-
ums, aviation and space
museums, etc. This range of
purposes results in a remark-
able diversity of museums in
terms of their form, content
and function. 
The history of museums is a
fascinating journey that
reflects humanity’s evolving
ways of collecting, preserving
and interpreting objects of
significance. The concept of
collecting valuable or signif-
icant objects dates back to
ancient civilisations. In
ancient Greece, for instance,
temples often housed collec-

tions of art and artefacts ded-
icated to the gods. The word
“museum” originates from
the Greek “mouseion,” a term
used to describe a place ded-
icated to the Muses, the god-
desses of the arts and sciences.
The concept of the public
museum began to take shape
in the late 17th and early 18th
centuries. Many consider the
Ashmolean Museum, which
opened in 1683 at Oxford
University, as the first public
museum of its kind. 
The founding of the British
Museum in London in 1753
was a watershed moment in
the evolution of museums
worldwide. Numerous
national museums were
founded in the 19th century,
frequently serving as
emblems of cultural identity
and national pride. 
The history of museums in
India is deeply intertwined
with the country’s rich cultur-
al and historical legacy. The
colonial period saw the estab-

lishment of the first formal
museums in India. The
British East India Company
and other colonial powers
began collecting artefacts,
often to showcase their con-
quests and understand local
cultures. The Indian Museum
in Kolkata, founded in 1814,
is the oldest museum in India
and one of the earliest in the
world. It was established by
the Asiatic Society of Bengal
and housed collections that
ranged from geological to
archaeological artefacts.
Post-independence, the
National Museum under the
Ministry of Culture was estab-
lished in Delhi in 1949. It
houses a vast collection of
artefacts representing over
5,000 years of Indian history.
It was a significant step
towards preserving and show-
casing India’s cultural her-
itage. To propagate science
and develop scientific temper,
the National Council of
Science Museums (NCSM)
was established on April 4,
1978. Today, it administers 26
Science Centres/Museums
spread across the country
and is considered the world’s
largest network of science
centres/museums.
Museums not only play a vital

role in education and
research, serving as reposito-
ries of knowledge, culture
and history, but also in the
conservation and preserva-
tion of the region’s cultural
heritage. Their contributions
extend beyond simply dis-
playing artefacts; they provide
immersive learning experi-
ences, support scholarly
research and engage the pub-
lic in various educational
activities. Museums offer
interactive exhibits that
engage visitors in hands-on
activities. These interactive
elements make learning more
engaging and memorable,
helping visitors, especially
children, to grasp complex
concepts in science or histo-
ry through experience.
Museums also act as centres
of active research. Researchers
in archaeology, anthropology,
biology and art history rely on
museum collections for their
studies. Much breathtaking
research in science, especial-
ly on paleogenomics, was
done using the artefacts from
museums. 

(The writer is an adjunct
faculty at the National

Institute of Advanced
Studies, Bengaluru; views

are personal)
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phase of political asphyxiation, the disil-
lusioned electorate is dispirited to defend
a system that has failed to champion its
cause. Worse, it could be more than ever
before that ballots may no longer be the
sole guarantee of true democracy. Apathy
towards democracy is a gateway to larger
unrest.

R Narayanan | Mumbai
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Madam — Various things on earth now
feel the effect of climate change. Due to
climate change, it has been seen that the
negative impact on the mental health of
people has increased. This research has
been published in the journal “Lancet
Neurology.” Fluctuations in temperature
are now affecting brain diseases as well. I
recently read in the news that the severi-
ty of diseases like cerebral palsy and
encephalitis is increasing. Cases of cere-
bral palsy are also increasing due to the rise
in nighttime temperatures. Overall, the
scope of climate change is becoming very
large. Due to the increase in temperature,
various birds and animals have also start-

ed to be affected. It is time for them to go
to human settlements for drinking water.
All this is happening due to many things.
It seems that more than 5 million trees
have been cut in India only from 2018 to
2022. This was recently stated in the report
“Nature Sustainability.” According to this
report, most trees have disappeared in
Telangana and Maharashtra. 
It has come to light that big trees have been
cut down to expand agriculture in many
areas. The remaining trees are also affect-
ed by forest fires and fungal infections.
One factor that mitigates overall temper-
ature rise is the current state of the tree.
The temperature rise will affect many
things and many cities near the sea are also
likely to go under water. The increase in
temperature should be stopped by
humans. Otherwise, it seems that he will
have to face many problems and the
Government should also take measures for
this.

Shantaram Wagh | Pune
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Madam — Apropos the news article,
“Economic crisis takes a backseat in elec-
tions,” published on May 20, this is my
response. In this dance of democracy,
scarce resources are rambling up election
tempos. The focus shifts from core issues
like employment to distractions like reli-
gious and cultural symbols. Despite being
touted as the fifth-largest economy, India
faces grim realities: high unemployment,
displacement due to conflicts in Manipur
and agrarian distress. Political promises of
increased reservations appear futile with-
out sufficient job creation.
The International Labour Organisation
highlights severe forced labour issues, ques-
tioning India’s progress. With inflation
soaring and trade deficits widening, the
economic situation remains dire. Public-
sector job cuts and reliance on self-
employment indicate systemic failures. To
truly uplift the marginalised and revitalise
the economy, a robust public sector and
equitable competition with the private sec-
tor are essential. Would politics support
such a transformation?

Kunal Singh | Patiala
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Madam — In US politics, Donald Trump
was not the cause of a democratic crisis of
faith. He just rode to power on it. Once in
control, he leveraged the same disillusion-
ment that helped him into office. Debasing
democratic norms and abusing tall insti-
tutions led to the subversion of democra-
tic systems. This Trump syndrome of
relentless polarisation, which spawns apa-
thy and disconnect in the polity, is seen
creeping into nations across the globe to
keep the political brew on a boil. Scandals
and crises would shake voters’ faith in the
political system occasionally, but an engi-
neered schism and dysfunction in the poli-
ty with agenda-driven governance turned
corrosive.
Universally, people feel that democracy is
failing because the Governments it pro-
duced were unable or unwilling to address
their greater concerns. In the ongoing
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April 1946 that if Hindus took
an obstructive attitude to pop-
ulation exchange, Muslims
would re-enact the murderous
orgies of Genghis and Halaqu
Khan. Iftikhar Husain, the
Nawab of Mamdot, in
December 1946 said he sup-
ported an exchange of popu-
lation because many Muslims
wanted to settle in Sindh.
Ismail Chundrigar, later
Pakistan’s sixth prime minister,
said that the British had no
right to hand over Muslims to
a subject people over whom
they had ruled for 500 years.
Shaukat Hayat Khan, son of
Sikandar Hayat Khan, said
the exchange of population
was an integral part of the
demand for Pakistan. Ismail
Mohammed, a Muslim
Leaguer from Madras said
that Muslims were in the mid-
dle of a jihad. Similar were the
views of Raja Ghazanfar Ali,
who was later Pakistan’s food,
agriculture and health minis-
ter.
To the extent that Professor M
Mujeeb, Vice-Chancellor of
Jamia Millia Islamia University
in Delhi met the Turkish rep-
resentative to the General
Assembly of the United
Nations Organization (UNO),
the latter was surprised and
asked Mujeeb, “How are you
representing India? I thought
all Muslims went away to
Pakistan”.
The point here is that all

clashes or friction between the
two communities ought to
have been put finally at rest.
They would have been so but
for the insertion of Articles 25
to 30 into the Constitution of
India by the Leftist followers of
the country’s first PM
Jawaharlal Nehru. They want-
ed a substantive vote base for
their great leader. This explains
why a Uniform Civil Code was
made a non-justiciable part of
the Constitution. While
zamindaris and jagirdaris were
abolished, waqfs, which have
been nationalized in many
Islamic countries, were left
untouched. Every other aspect
of the separateness of the
community’s separate identi-
ty, like Urdu, polygamy, instant
verbal talaq, etc., was not only
not touched but continuously
pampered. Madrasas, which
foster a parallel and obscuran-
tist education system, contin-
ue to thrive, preaching sectar-
ianism and schism, to the
detriment of their communi-
ty.
The present Government has
been bold to bring in some
reforms, however limited.
Instant verbal divorce has been
abolished and educational
facilities and initiatives have
been expanded to include
Muslim girls. The womenfolk
of the community, who have
benefitted from these reforms,
are being suspected of voting
for a Hindu party in these elec-

tions. Islam accords priority to
the ummah (community) over
the vatan (country). There
can be no denying that former
Prime Minister Manmohan
Singh had said that Muslims
have “first claim over our
national resources’ ‘ and he
would have no hesitation in
allotting 15 per cent of
resources to them. During his
regime, he appointed no less
than five commissions to
‘enquire’ how and why
Muslims in India were disad-
vantaged and what should be
done to pull them up.
Qutbuddin Aibak captured
Delhi in 1192 AD and there-
after, one Muslim dynasty
after another ruled Delhi till
1857, i.e., a total of 665 years
before they were erased by the
British Crown. With such a
long rule, has any Government
asked why the community is
backward and needs a lift-up?
Is taqlid (orthodoxy) in pref-
erence to ijtihad (re-interpre-
tation) the reason for this?
Does the neglect of women
also further this state of near-
perpetual backwardness? Who
is answerable for these crimes
of omission? Is the present
prime minister, the first Indian
leader to ask these uncomfort-
able questions, in any way
answerable for this?

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

former member of the Rajya
Sabha; views are personal)
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Prime Minister Narendra
Modi in the hectic cam-
paigning for the current
Lok Sabha elections has
asked the Muslim com-

munity to seriously introspect; he
has also exposed the Congress of
endlessly pampering their notions
of separateness. As expected, he
has been pilloried for doing some
blunt speaking.
No honest political observer can
deny that Prime Minister Modi’s
administration has been free of
communal clashes, except the
Delhi riots of 2020. Earlier, this
used to be a regular feature. The
only other communal clashes
have been over the abduction of
cows. Hindus detest the killing of
cows and oxen. In the 16th cen-
tury, the Mughal emperor Akbar
banned the killing of cows,
because it offended Hindu senti-
ments.
In the 20th century, the Jamiat-
e-Ulema-e-Hind, founded by
Maulana Azad advised Muslims
to avoid killing cows as it offends
Hindus. An unwritten clause of
the Partition of India was that
those Muslims who wanted to
stay back in post-Partition India
shouldn’t do anything to offend
Hindu sentiments. Qaid-e-Azam
Mohammad Ali Jinnah had clear-
ly stated in his Lahore speech of
March 22, 1940, that “Hindus and
Muslims are very different and
cannot exist in the same country”.
Dr BR Ambedkar endorsed this
view in his 1941 book Thoughts
on Pakistan that an exchange of
population should be organized
on the Turko-Greek lines in 1923,
under the auspices of the League
of Nations. Jinnah, Ambedkar
and Dr Rajendra Prasad endorsed
this view. Rajendra Babu, India’s
President from 1950 to 1960, had
written India Divided, wherein he
proposed that Muslims who
couldn’t emigrate to Pakistan
could be specially permitted to
stay back, not as citizens but as
aliens with visas.
Jinnah and other League func-
tionaries in 1946 and 1947, had
repeatedly demanded an
exchange of population. Their
views were published in the
Dawn, newspaper Jinnah (now
published in Karachi but initial-
ly printed in Delhi). Sir Feroze
Khan Noon, later Pakistan’s first
prime minister, threatened in
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Neha Gupta | Delhi
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