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S
horn of its absurd legalese, there can be
little denying that the recent environ-
ment ministry order making it illegal for
animal traders to sell cattle, including

cows, bulls, bufaloes and even camels for
slaughter in animal markets, is aimed at achiev-
ing political outcomes, like consolidating the ma-
jority vote in the name of cow-protection. The
latest Prevention of Cruelty to Animals (Regula-
tion of Livestock Markets) Rules state, “No person
shall bring a cattle to the animal market unless
upon arrival he has furnished a written declara-
tion signed by the owner of the cattle or his duly
authorised agent…stating that the cattle has not
been brought to market for sale for slaughter.” For
what other purpose would a farmer sell redund-
ant/unproductive cattle? Prior to this May 23 or-
der, the newly-elected BJP government in Uttar
Pradesh had launched a drive against “illegal”
slaughter-houses in the State. Emboldened cow vi-
gilantes have taken to routinely attacking trans-
porters ferrying cattle. Incidents such as the
lynching of a dairy farmer named Pehlu Khan in
Alwar on April 1 and a former corporator in
Karnataka threatening to “behead” Chief Minister
Siddharamiah if he “dared” to consume beef,
point to an atmosphere of fear being created
around the entire trade in cattle meat.

The ban will hurt the farmer, cattle trade, meat
exports and the leather industry. The cattle popu-
lation in India is estimated to be around 190 mil-
lion, and going by the practice of not keeping an-
imals beyond eight or nine years of age, it
accounts for about 22-23 million deaths every year.
The new rules efectively limit access to buyers,
particularly for small stock-keepers, who will no
longer be able to sell their non-productive anim-
als at cattle markets. A dairy farmer is now expec-
ted to feed an animal that is no longer productive,
which will hurt his primary income. A large per-
centage of a dairy farmer’s income also comes
from sale of unproductive animals. The directive
will disrupt his production cycle, as farmers sell
and procure cattle largely from local livestock
traders or cattle markets. The other chain that is
badly afected is, of course, the $ 4-billion meat ex-
port industry which has already shown a decline
owing to bans of unspecified nature. The volume
of livestock, especially bufalo, exports which had
shown a 1.68 per cent growth between 2013-14 and
2014-15, has shown a decline by as much as 10.96
per cent in the last year (2015-16). The leather in-
dustry, local meat shops and municipality-run
slaughter-houses that cater to the domestic mar-
ket will be afected as well. 

It is time that poverty and people rather than re-
ligious polarisation are brought back at the heart
of policymaking. The Centre must contain a grow-
ing perception that the fringe elements of the
Sangh parivar have assumed centre-stage. As for
the gau rakshaks, it is worth keeping in mind that
beef is consumed across communities, Hindus in-
cluded, in States such as Kerala.

Animal farm

The new ban on cattle sale for slaughter makes
for both dubious economics and politics
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W
anda Dalian is a gi-
ant Chinese real es-
tate company
owned by one of

China’s richest tycoons and it’s
looking to place a super-sized $10-
billion bet on India to build a huge
industrial township in Haryana
and invest in a host of other
projects.

India was conspicuous by its ab-
sence at the China-led Belt and
Road Initiative in Beijing last fort-
night. The snub may have left the
impression that geo-politics always
frustrates Chinese-Indian commer-
cial relations but that’s far from the
truth. Business is going great guns,
though Chinese firms are doing
most of the running. 

Chinese conglomerates such as
Wanda Dalian, in fact, are eyeing In-
dia as the last big commercial fron-
tier. Hitherto, they built global em-
pires but steered clear of India as
just too complicated. Now, India’s
attained a scale that can’t be ig-
nored and a battalion of Chinese
companies are crossing the Him-
alayas, betting on virtually bottom-
less demand for better infrastruc-
ture, more manufacturing and
rapid urbanisation.

What the numbers say
“Between 2010 and 2014, it was easy
to predict which Chinese compan-
ies might be interested in India.
Now, almost on a monthly basis,
new industries are being added,”

says lawyer Santosh Pai, partner at
top legal firm Link Legal India Law
Services, who visits corporate cli-
ents in China at least once a month.

The numbers tell how the
Chinese have suddenly warmed to
India. Around 2010, there were
about 30 to 40 Chinese firms in In-
dia. Today, that number’s 400-500.
According to Indian government
statistics, $1.6 billion has come into
India from China in 16 years. But
Pai, one of the few Indians with LLM
and MBA degrees from China, be-
lieves that’s a gross underestimate.
“The Reserve Bank of India’s num-
bers show only what comes from a
Chinese bank account to an Indian
account. Globally, it’s well-known
60 to 70 per cent of Chinese invest-
ment comes from tax havens,” he
says.

The Chinese pioneers who came
to India have already highlighted
its rich potential. India’s the world’s
second-largest market for telecom
solutions firm, Huawei. Chinese
mobile phone makers have set up
seven factories in India and have
cornered 50 per cent of the market.
In pharmaceuticals, the FIPB has
just cleared China’s Fosun Pharma’s
$1.3-billion bid for Hyderabad-based
Gland Pharma. Pai reckons the ac-
tion’s only just started.

Also, take a look at the Indian real
estate sector that’s notorious for its
byzantine complexity. Wanda Dali-
an’s assembling a team to run its
business here and another real es-
tate major, China Fortune Land De-
velopment Company (CFLD), has
opened a Gurgaon oice. CFLD’s
looking at a $5-billion township
project in Haryana and other pro-
jects in Mumbai. Guangdong-based
Country Garden is looking to enter
the competitive residential com-
plex space and is talking with Mum-

bai’s Wadhwa Group. “The popula-
tion in India has almost surpassed
that of China and its economic
growth is the fastest in the world.
We got very excited after visiting In-
dia,” enthused Country Garden
president Mo Bin enthused to Hong
Kong’s South China Morning Post.

The mood’s catching
A similar scenario is unfolding
across other sectors. Chinese solar
panel giant Trina Solar has been
selling in India for several years and
has earmarked a plot near Vi-
sakhapatnam where it plans to
build a ₹2,800-crore plant. Another
Chinese company, CL-Poly Energy
Holdings, is eyeing investing in In-
dia. Made-in-China solar panels face
anti-dumping duties and steep tar-
ifs as the EU and the US have held
that they’ve been excessively sub-
sidised, so Indian factories could
serve as export hubs. 

China’s booming auto giants
have also been looking for ways to
make a grand debut in the Indian
market. The biggest manufacturer,
SAIC, is mulling taking over the

plant in Halol, Gujarat, that GM’s
quitting while two of China’s Big
Four manufacturers — Great Wall
and Chongqing Changan Auto-
mobile — have declared India a key
market of the future.

For Chinese automakers there is,
of course, the brand issue which is
why they’ve hesitated to enter the
Indian market: Are Indians ready to
drive about in Chinese brand cars?
But the Chinese are also strong in
trucks and electric vehicles. SAIC,
for instance, makes around a mil-
lion vans every year. And Chinese
automakers have a degree of com-
fort because auto component
makers from the Middle Kingdom
are already big players here. 

Bright spot
Also bringing China’s giants to In-
dia is the inescapable fact that the
world economy has slowed and this
country’s now one of the brightest
spots on the map. Many Chinese,
too, see India as being where they
were a few decades ago. And the
biggest thrust into India is coming
from powerful tech giants such as

Alibaba, a key Paytm stakeholder,
and Tencent Holdings, which has
placed a big bet on e-commerce’s
Flipkart; Chinese travel company
Ctrip has taken a $180-million stake
in India's MakeMyTrip.

For the Chinese, India was one
country that was almost beyond
their comprehension. It wasn't like
the West but it also wasn’t like
Africa. And in South-East Asia, the
Chinese moved in with help from
local expatriate Chinese communit-
ies. 

But if the Chinese have suddenly
discovered India’s riches, our busi-
nessmen are still struggling to fig-
ure out China’s complexities. While
Indians traders have been buying in
a big way ever since the turn of the
century and the Tatas got a foothold
in the country when they bought
Jaguar Land Rover, other compan-
ies have been hesitant. Says Pai:
“Our understanding of China is
very low. There are isolated success
stories but it hasn't transformed
into a trend.”

Will India sufer and will Chinese
investment in this country dry up if
New Delhi doesn’t join the Belt and
Road Initiative? The answer to that
is almost certainly no. The Belt and
Road Initiative is all about buying
geo-political clout and getting con-
tracts for China’s state-run enter-
prises and getting markets for the
vast amounts of steel and concrete
China’s factories are churning out.
The companies entering India are
coming for entirely diferent reas-
ons: the sheer size of the market
and the prospect that it will bur-
geon in the coming decade, poten-
tially becoming “China 2.0,” accord-
ing to Chinese strategic think-tank
Anbound. 

China’s corporate stars want to
be big players in that game.

With India expected to be ‘China 2.0’, its snubbing of OBOR will not put off Chinese corporates

India here we come China’s brands cannot afford to ignore our large market AP

India is China’s final market frontier

PARAN BALAKRISHNAN

SATHYA RAGHU V MOKKAPATI

W
hen I was in class 5, I
did so poorly that I
was on the verge of
being expelled. I re-

call my father scolding me, “You
better study hard and pass your ex-
ams, otherwise I will send you to
our village and make you a farmer.
Then you will spend your whole life
showering cattle, cleaning cow
dung, getting bitten by reptiles and
exposing yourself to the hot sun
and harsh rains.” 

While I did not know what being
a farmer really was, his words made
me believe it was not ‘cool’. Farm-
ing seemed like an occupation for
those who did not have other op-
tions, an occupation without dig-
nity. In class 10, most of my 50 class-
mates wanted to be engineers and
doctors, a handful wanted to be pi-
lots, and I chose to be a chartered
accountant. No one wanted to be a
farmer. 

Nobody’s choice
India has about 250 million people
earning their livelihoods from
farming, but three out of four farm-
ers want to quit and find an altern-
ative job. Three out of five farmers
want their children to settle in cit-
ies and stay away from farming
forever. Out of the 570 million
farms across the world, almost 50

per cent are in lower-income coun-
tries. So, I believe that the situation
is not too diferent in Africa and
Latin America too. 

With this dismal picture, goals
like the UN’s ‘Zero Hunger’ seem
unrealistic. Forget about being able
to feed the estimated global popu-
lation of 9.7 billion by 2050; espe-
cially given challenges such as cli-
mate change and rapid
urbanisation, we won’t be able to
feed the existing population if
people want to stay away from
farming. So, the big challenge is:
How can agriculture be made an ap-
pealing profession for children and
youth?

The first place to go to is schools.
Generally, students select a career

aligned with what they studied. In
the case of agriculture, the subject
is not formally learned at school.
Unless one grows up on or near a
farm, one does not gain exposure to
farming. Thus, it is important for
kids to have the chance to get their
hands muddy in primary school.
Seeing plants grow and yield fruits
will be excellent experiential learn-
ing which may trigger an interest
in farming. Also, this can give chil-
dren an appreciation and under-
standing of agriculture and food
from a young age. 

Ideally, schools should ofer
hands-on agriculture options such
as terrace or backyard gardening.
The Goa government has an-
nounced an interesting kitchen

garden initiative in 25 schools. Stu-
dents will receive farming kits and
instructions on urban gardening.
This can ignite the possibility of
farming as a deliberate career
choice. 

Another avenue is through
camps. Yasoda Hospitals runs a
Young Doctors Camp for kids in In-
dia who aspire to be doctors. Ima-
gine a similar camp funded by
schools, corporations or govern-
ment about farming. I’d imagine
some of them would gain a love of
soil, respect of farming, and skill to
do farming. Most importantly, they
would gain exposure to this addi-
tional career option. 

Opening up options
An ideal outcome from these two
strategies is that more children will
enter farming by choice rather than
as a compulsion. This way, the next
generation of farmers will be edu-
cated, innovative, and business-
minded. Today, the small number of
educated farmers is thriving. For in-
stance, an equity researcher-
turned-farmer named Ayush
Sharma is working towards chan-
ging the lives of tens of hundreds of
farmers in the State of Telangana by
providing training on production
practices and by creating market
linkages. Harvard graduate-turned-
farmer Siddharth Tata is influen-
cing the lives of more than 500 ve-

getable farmers in creating an eco-
system for safe food. 

Even with more exposure to agri-
culture, the traditionally low in-
come of farmers may still make it a
less desirable field than the legal or
medical fields. There are eforts un-
der way, however, to make farming
more cost-efective. For instance, at
Kheyti, , we created a model where
farmers with 50 minutes of labour
and 500 litres of water a day can
earn ₹5,000 profit in just 200 sq m
of land. Another example is that of
Agriplast, founded by IIT Kharagpur
alumnus Rajeeb Roy, which is work-
ing towards innovating and bring-
ing the latest hi-tech farming tech-
nologies in India, and is helping
attract professionals to farming. 

In the words of food activist Alice
Waters, teaching kids how to feed
themselves and how to live in a
community responsibly is the
centre of an education. As much as
pure ‘academic’ subjects are im-
portant in schools, hands-on les-
sons blended with vocational train-
ing must be treated as equally
important; it is one of the main
ways that countries in the global
south can leave poverty. Bringing
agriculture to mainstream educa-
tion has the potential to feed the
world.

The writer is the co-founder of Kheyti,

a farm-tech startup

Time we taught farming in schools
The crisis in agriculture can be mitigated if it is seen as a career option. This will translate into improved farming practices 

Start early To love the soil M KARUNAKARAN

An open letter 

We are on verge of losing this gen-
eration to the conflict in the State,
drugs and depression; soon there
will be no Kashmiri youth left to
continue our line. What have we
got in the last 20 years of armed
struggle? Widows, orphan chil-
dren, hopeless parents, lonely sib-
lings. We have lost intelligent
minds. Sit with a cool mind and
ask yourself questions like: Where
are the kith and kin of the so-called
freedom loving leaders? Why are
they burning schools in Kashmir?
Do you want a successful career?
Why are Kashmiri youth on drugs?
Why are the cases of depression
and STD rising? 

About 70 per cent of those who
are educated know that Kashmiris
are safe with India. It is another
matter that you will not admit it.
You are also aware that an inde-
pendent Kashmir cannot survive
lying between India, Pakistan and
China, three atomic powers. 

Frankly what’s happening is not
jihad. Serving old parents and
making them smile is jihad. Let us
try this and walk a step toward
peace. Let us change for
Kashmiryat.
Zeshan Anjum
Jammu, J&K

Everyone has rights

It is distressing to note the unreas-
onable remarks from some about
the army’s eforts to restrain the
stone-throwing protesters in Kash-
mir. Definitely it is dirty war instig-
ated by infiltrators provoking the
the local populace, especially the
youth. Our security forcesme who
are fighting the unruly mobs also
have human rights. 
VS Ganeshan
Bengaluru

Salute the supercop

The demise of supercop KPS Gill
brings the curtains down on one
of the most accomplished police

oicers of our time. His exploits as
a police oicer capable of putting
down lawlessness with an iron fist
made him a household name. His
role in Operation Bluestar and Op-
eration Black Thunder are well
chronicled and it was because of
his eforts that the Khalistani
threat was finally eliminated. 
NJ Ravi Chander
Bengaluru

Employees sweat too

Most leading IT companies are sit-
ting on huge piles of cash (‘Virtu-
ally unionised’, May 27). In order to
fend of criticism against a dispro-
portionate rise in the compensa-
tion package of top executives, In-
fosys decided to share
accumulated reserve with share-
holders through schemes such as
buyback of shares. 

But the companies should re-
member that the employees too
were instrumental in creating
such huge wealth through and it is

only fair that a portion is spent
now on rehabilitating and re-
skilling them.
Manohar Alembath 
Kannur, Kerala 

The discrimination code

It is a criminal ofence to call an SC/
ST member by his/her caste name.
This is to avoid segregation among
people based on caste. However,
the Kerala government has no
such concern. It’s new ration cards
will appear in four diferent col-
ours from June 1 onwards. 

While the cards for the AAY
(Antyodaya Anna Yojana) benefi-
ciaries will be yellow, priority
cards will be pink, the non-priority
State subsidy cards will be blue
and general non-priority cards
will be white. The SC/ST category
often falls under AAY: they will get
yellow cards and aa white card-
holder will be treated as a VIP!
KA Solaman
Alappuzha, Kerala 

Strange are the ways

This refers to ‘And we wonder why
our cities get flooded’ by PT Jyothi
Datta (May 29). Leave alone trees,
our municipal corporation works
in a very strange way. Before the
monsoon, the silt in nullahs is re-
moved and piled by the side of the
drainage, and is removed a few
days later. Why cannot the silt be
put in garbage trucks straight-
away? This silt is back in the nul-
lahs due to strong winds or stray
dogs disturbing it. Trees are not
maintained by the authorities, in-
stead they are cut. Branches are
not trimmed and citizens are left
to fend for themselves during the
monsoon. There is no plan to
tackle urban floods. Mangroves
are destroyed, causing urban
floods. Tackling urban floods
should be a continuous process
and not just patch work just be-
fore the monsoon.
Deendayal M Lulla
Mumbai

LET TERS TO THE EDITOR Send your letters by email to bleditor@thehindu.co.in or by post to ‘Letters to the Editor’, The Hindu Business Line, Kasturi Buildings, 859-860, Anna Salai, Chennai 600002.

India must review cattle slaughter rules

While any law aimed at protecting the fledgling rights of
animals in India is a welcome step, such legislation cannot be
designed to infringe upon the basic right of every citizen to
their choice of food and diet in a pluralistic and secular
democracy. The new rule also imposes a new layer of
bureaucracy on poorly-educated cattle traders. Beef happens
to be one of the cheapest sources of protein in India and helps
sustain millions of lives. DUBAI 28 MAY 2017

Muslim world’s challenge 

The placing of Mr Trump’s avowed goal of crushing IS at the
centre of his administration’s foreign policy may unwittingly
be helping the militants’ narrative of a war between western
and Islamic values. The war against militancy must be led and
coordinated by the Muslim world. The security of western
nations cannot be re-established in the long term without a
global understanding that the fight against Islamist militancy
must be led by Muslim countries. KARACHI 29 MAY 2017

Polls are a wake-up call for Conservatives

Jeremy Corbyn imagines a socialist future. The Tories want free
trade and meritocracy. Britain must not hand the negotiating
process to Mr Corbyn. The result would be chaos, and the
undoing of everything good the Tories have ever done in oice.
Mr Corbyn’s Brexit is the wrong kind of Brexit. For a start, he
says that he will not walk away from the table without a deal,
which makes a bad deal all the more likely. LONDON 29 MAY 2017
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RK PATTNAIK / JAGDISH RATTANANI

T
he Reserve Bank of In-
dia’s annual study of the
State budgets (which is
the primary source for

disaggregated State-wise fiscal
data) released earlier this month
has highlighted three important
factors which will guide the fin-
ances of the State governments in
the medium term. These are
Goods and Services taxes (GST),
greater devolution of resources
through statutory transfers from
the Centre, and adherence to rule-
based fiscal policy. The undertone
of the RBI study reflects cautious
optimism with a focus on GST,
which has been termed as a ‘game
changer’ for India.

The RBI study presents the ac-
counts data for 2014-15, revised es-
timates data for 2015-16 and
budget estimates data for 2016-17.
An important development is that
a preliminary analysis of State fin-
ances for 2017-18 has also been
covered. This is a welcome step. 

Fiscal problems 
The deterioration in the
consolidated fiscal posi-
tion of States reflected in
the Gross Fiscal Deficit
(GFD) to GDP ratio in 2014-15
(2.6 per cent) and 2015-16 (3.6
per cent) resulted in the
worsening of the average po-
sition of the last five years
(2011-2016) at 2.5 per cent as
against 2.1 per cent in the pre-
vious quinquennium. The
fiscal deficit relative to GDP at
3.6 per cent was a record in re-
cent history, crossing for the
first time in 10 years the fiscal
legislation deficit threshold of
3 per cent. 

A part of this can be ex-
plained by loans and ad-
vances for power projects
going up sharply due to
the Ujwal Discom As-
surance Yojna
(UDAY). In 2015-16,
eight States bor-
rowed ₹989.6 billion un-

der UDAY. Net of these bonds, the
consolidated GFD-GDP ratio
would be moderated by a 0.7 per-
centage point, coming down from
a high of 3.6 per cent to 2.9 per
cent — yet almost touching the
threshold of three per cent pre-
scribed by rule-based fiscal policy. 

Another disquieting develop-
ment in State finances (consolid-
ated position of 25 State govern-
ments) is the large fiscal slippage
in 2016-17 with the fiscal deficit as
a proportion of the Gross State Do-
mestic Product (GSDP) at 3.4 per
cent in the revised estimates as
compared with 3.0 per cent in the
budget estimates for the same
year. Such a wild deviation under
the fiscal legislation regime
brings into question
budget integrity and raises
grave doubts on the mod-
eration of this ratio to 2.6
percent, the figure given in
2017-18 budget estimates.

Where’s the money?
The deterioration in the
deficit indicator has been
witnessed despite a much
higher level of current

transfers relative to GDP

(6.6 per cent in 2015-16 from 5.1 per
cent in 2011-12, 4.8 per cent in 2012-
13 and a low of 4.7 per cent in 2013-
14) from the Centre in terms of
shareable taxes and grants-in-aid. 

This highlights the simple fact
that the deterioration is due to
the stagnancy of States’ own tax
revenue, which is unmoved from
about 6.4 per cent of GDP and own
non-tax revenue at about 1.2 per
cent on an average since 2011-12.
This stagnancy in revenue is
coupled with higher provisioning
of capital expenditure and non-in-
terest revenue expenditure. 

One of the most significant fea-
tures in the 2016-17 State budgets
has been stagnancy in capital out-
lay and increase in non-develop-

mental expenditure in terms of
GDP. This will impact economic
growth translated from State
budgets. The so-called budgeted
improvement as set out in the
2017-18 budget needs to be as-
sessed in the context of downside
risks emanating from the imple-
mentation of States’ pay commis-
sion recommendations, farm
loan waivers and the revenue un-
certainty on account of imple-
mentation of GST.

The deterioration of the fiscal
deficit resulted in higher borrow-
ing for the States and consequent
acceleration of debt to GDP ratio.
A perusal of this data revealed
that the outstanding liabilities of
the State governments have in-

creased from 22 per cent
as a proportion of GDP as
on end- March 2014 to 23.2
per cent at end–March
2016 and is budgeted to go
up to 23.9 per cent at end-
March 2017. 

This is away from the
20-per cent level recom-
mended by the FRBM
Committee headed by NK
Singh. Not only do State
finances face a higher
debt to GDP ratio, there is
also the problem of repay-
ment of maturing loans.
The relevant data revealed
that the residual maturity
below five years com-
prises of 32 per cent of the
total outstanding debt.
These repayments will
put pressure on fresh
market borrowings by
States and consequently
fuel the vicious cycle of
deficit and debt by gener-
ating an unsustainable
fiscal position through

higher interest payments.
As the RBI study shows, GST
has many positive points
for State finances, such as
higher devolution of

shareable tax because
cess and surcharge

will be clubbed in the
total divisible tax pool. Also,

GST will also facilitate tax collec-
tion because of the value added
feature. This was also seen when
we moved from the sales tax re-
gime to the value added tax re-
gime. 

Spend wisely
But to what extent will tax buoy-
ancy go up due to GST? At this
stage we have only the RBI’s per-
ception and optimism on GST. The
actual position will depend upon
the efectiveness and eiciency of
tax administration and voluntary
compliance. The heavy reliance
on central statutory transfer has
contributed to a large extent to
the improvement in finances of
States. The States should make
concerted eforts to enhance their
own tax and non- tax revenue. In
this context eicient delivery of
services and commercial prin-
ciple pricing of merit goods such
as education, health, irrigation,
etc assume critical importance. A
smart fee structure coupled with
eicient delivery of services will
ensure that the oferings are truly
beneficial to the people and are
also well subscribed, and provide
the added advantage of balancing
budgets better.

The State budgets have an in-
herent problem of fiscal slippage
with deterioration in finances
when the budget estimates are
translated in to revised and sub-
sequently to accounts. Since the
time lag is two years, public opin-
ion on the budget integrity is not
sharp. It is expected that the State
governments under the fiscal le-
gislation should refrain from this
kind of budgeting. 

The constitutional expenditure
responsibility of States is vast. The
unsustainable finances of States
will not only hamper growth but
will also come in the way of
achieving a credible Human De-
velopment Index. This remains a
weak link in the Indian system.

Pattnaik is a professor and

Rattanani is an editor at at SPJIMR,

Mumbai. Through The Billion Press

We must worry about State finances
India’s State governments are earning less and spending more, and this has brought them to a fiscal cul-de-sac 
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ACROSS

01. Sleeping-room with many
beds (9)

05. She-whale (3)
07. Lubricates (4)
08. Resolute person (8)
10. Irregular resistance fighter (8)
11. Desire (4)
13. Deception, fraud (6)
15. Solitary religious ascetic (6)
18. A legal wrong (4)
19. Point to (8)
22. Upset, stirred up (8)
23. Fine vapour (4)
24. Almost scaleless fish (3)
25. Sorrow for sin (9)

DOWN

01. Allowed to fall (7)
02. Straightedge (5)
03. Expenditure (6)
04. Yellow of egg (4)
05. Braincase (7)
06. Female wizard (5)
09. Lead-coloured (5)
12. Cook with hot spices (5)
14. With warmth of heart (7)
16. Playhouse (7)
17. Unnoticed (6)
18. Go over lines (5)
20. Of birds (5)
21. Irish, Welsh instrument (4)

ACROSS

01. Sleepy sort of town, or might be
mid swing to Conservative (9)

05. Hereford might frighten one
into submission (3)

07. In which painting makes for
smoother running? (4)

08. Resolute supporter might start
law reform (8)

10. Like a halberd for an irregular
soldier (8)

11. Thought to be the son of such
desire (4)

13. Fraud tied back around City
district (6)

15. A lady’s married? It follows, but
he will live alone (6)

18. In a child it’s right, but wrong in
law (4)

19. Point out how one can diet in
such a way (8)

22. Is stirred by it, at getting among
the senile (8)

23. Problem is tackled, in part, in
obscurity (4)

24. Moray, or some electric
swimmer (3)

25. Contrition of niece given ten-p
in change (9)

DOWN

01. Having let fall Chat one didn’t
go on with it (7)

02. Sovereign is used to measures
taken along its edge (5)

03. Expenditure you might have
with a lieutenant involved (6)

04. Sick loyalists turn up and
hold the yellow (4)

05. Part of the skull I can get
fuddled with rum (7)

06. One who can spell ‘loo’ and
hit out (5)

09. Extremely angry lid one
flipped when about five (5)

12. Do menial work for such a hot
dish (5)

14. A soft drink, but a hearty one
(7)

16. Scene of action in which
operations may be staged (7)

17. Is not observed to be a
translation on first sight (6)

18. Discover whereabouts of gut
connecting hook to line (5)

20. A going by way of the North of
the birds (5)

21. Take it on and keep dwelling
on what pluck it takes (4)

easy not so easy

ACROSS 1. Jostle 4. Sea dog 9. Bristle 10. Motto 11. Cape 12. Boss
13. Hie 15. Reel 16. Less 19. Orb 21. Oche 22. Grit 24. Taste 
25. Epitome 26. Remote 27. Census
DOWN 1. Job’s comforter 2. Slipper 3. Lath 5. Enmeshed 6. Dutch
7. Globetrotters 8. Felon 14. Redolent 17. Serious 18. Chief 
20. Besom 23. Hike
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KAMESWARA RAO

C
onfidence, it appears, is
the new fuel of power
reforms. The power
minister has good

reason to feel upbeat. The latest
auction of a solar park delivered
yet another record low price,
power cuts are rare even with peak
summer demand, and retail tarifs
grew only slightly in the recent
years. 

The big ticket reforms of the
government, from coal and gas
auctions to repackaging utilities’
debt, have paid of. Previous ad-
ministrations routinely dragged
their feet on last-mile reforms be-
cause of high costs and demands
on organisational capacity. In con-
trast, the ambitious targets and
the furious pace set now to imple-
ment rural electrification, roof-
top solar, use of LED lamps and en-
ergy eicient appliances has at-
tracted new suppliers and
driven down costs. 

These successes are
making the sector look
good. Infrastructure defi-
cit is scarcely mentioned
these days. Foreign in-
vestors are returning in
clean technology and transmis-
sion, and exploring other areas
too. Successful public sector com-
panies, such as EESL, are venturing
out, even to developed nations, to
monetise their experiences. 

The sector’s earlier structural re-
forms are, in fact, equally crucial.
For instance, unbundling, inde-
pendent regulation, and compet-
itive bidding, aided in tripling
power generation capacity, from
100 GW at the time of the Electri-
city Act 2003 to over 325 GW now.
The unbundled transmission
companies, though not truly inde-
pendent yet, are allowing compet-
ition and consumer choice. Larger
States with multiple distribution
companies are able to deliver net-
work improvements quicker and
more equitably. 

That said, fundamental prob-
lems remain. The power sector, as
a whole, loses money — about 21
per cent on every kWh sold,

totalling $16 billion a year which is
borne eventually by tax payers. On
top of this, an exodus of large con-
sumers, such as railways and com-
mercial establishments to captive
sources, is depriving utilities of
the surplus they need to support
smaller consumers.

The growth of renewable en-
ergy is starting to strain the grid at
a regional level; already, 28 per
cent of generation capacity in the
Southern Region is based on re-
newables. The positives for a con-
sumer, such as surplus capacity
and low tarifs, are a negative for
producers, and poor returns will
discourage future investment. The
government will have to use the
newly gained confidence to lay
foundation for the next stage of
reforms. 

Distribution reforms are the fi-
nal frontier. In the past, distribu-
tion reforms implied privatisa-
tion and tarif hikes. This is no

longer true: private parti-
cipation has evolved into
many collaborative
forms, from a niche ser-
vice provider to a com-
plete franchisee. Utilities
can now drive cost reduc-
tion by deploying a vari-

ety of automated technologies,
from the grid sub-stations to be-
hind-the-meter. Savvy utilities can
earn more from their assets, such
as the right-of-way access, their
service organisation, and even
consumer data. 

Governments have always adap-
ted reforms with an eye on the
payof — social, economic, and
political. Rural electrification is a
good example, in situations re-
versing migration to urban
centres got reversed. Electric mo-
bility can be another area where
State utilities can add an entire
new class of customers and ac-
quire storage distributed across
the city, besides saving billions in
oil imports and air pollution. Dis-
tribution reforms and competi-
tion can spur innovation and give
customers a choice of what to buy.

The writer is leader-energy utilities

and mining at PWC

Let there be light
India’s power reforms need fresh fillip 
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Import of common, coarse varieties of rice allowed
The Government has announced free import of common
and coarse varieties and rice with 50 per cent or more
brokens, claiming that the decision was taken after a
review of emerging trends in the supply and stock of the
commodity. While the Revenue Department is yet to notify
the duty, sources said that it could be allowed duty-free
since the varieties being imported are in the lower end of
the market catering to low income consumers. The move,
however, appears to be in deference to the commitments
made to the WTO to phase out quantitative restrictions on
import of agricultural products.

Govt. okays incentive package for investment in roads
The Ministry of Surface Transport has suggested that all
the States should emulate the Mysore-Bangalore
expressway model of road development in which the
private investor is developing townships by the side of the
road to finance and ensure the viability of expressway
projects. In an interview to Business Line, the Surface
Transport Minister, Mr. T.G. Venkataraman, said this model
facilitated fund raising for road projects and virtually
made them self-suicient. 

PM clears proposal to cut flab in Govt. machinery
The Prime Minister, Mr. I.K. Gujral, has cleared the first of
the Fifth Pay Commission’s recommendations seeking to
cut flab in Government machinery. The exercise would
begin with the abolition of one Secretary-level post in Food
and Civil Supplies Department, which will have three
departments instead of the existing four. Sources said that
the rationalisation exercise would be undertaken in other
Ministries such as Rural Areas and Employment, and
Urban Afairs and Employment. 

TWENTY YEARS AGO TODAY

BusinessLine

The recent downgrade of IDBI
Bank’s debt obligations by

rating agency ICRA made head-
lines. ICRA’s action follows down-
grades of the bank’s debt by other
rating agencies such as CRISIL
and Moody’s over the past month.

What is it?
A credit downgrade by a rating
agency shows its confidence level
in the company’s debt repayment
ability has waned. A credit rating
reflects the rating agency’s opin-
ion on the likelihood of timely
payment of interest and principal
on the debt obligation. 

For instance, ICRA downgraded
IDBI Bank’s Basel-III compliant
Tier-II bonds from AA- (high de-
gree of safety regarding timely

servicing of financial obligations)
to A @ (adequate degree of safety;
put on rating watch). Additional
Tier-I bonds have been down-
graded from A- to BBB@ (moder-
ate degree of safety and hence
moderate credit risk). The bank’s
fixed deposit programme which
was rated MAA- has also been put
under rating watch. 

Why is it important?
Downgrades can ofer insights
into the underlying finan-
cial performance of the
company. For instance, the
downgrade of IDBI Bank
takes into account the
bank’s weak operating and
financial performance dur-
ing FY17. Weak capital position
and continued stress on profitab-
ility and asset quality have been
cited as concerns. Downgrades
and their reasons matter to vari-
ous stakeholders including bond
holders, stock investors and bank
depositors. They serve as red flags
and could be a call to action. 

Why should I care?
If you have invested in bonds,
then the company’s reduced ca-

pacity to meet its payment obliga-
tion, reflected in a downgrade, is
a concern. Retail investors have
exposure to such bonds mostly
through debt funds that invest in
these bonds.

The NAV of debt funds moves
with underlying bond prices.
Among other factors including
interest rate movements, bond
prices reflect the ability of the
company to service its interest
and principal. If a company actu-

ally defaults on its interest
or principal repayment,
then the debt fund’s port-
folio, to that extent, is
written of. This will im-
pact the NAV of the debt
fund. 

Even if a company does not de-
fault, rating agencies can down-
grade the rating on these bonds
for several reasons. This can also
mark down the fund’s NAV. As
mandated by the SEBI/AMFI,
while calculating NAV, mutual
funds follow a valuation matrix
prescribed by rating agencies for
valuing illiquid corporate debt
papers. This matrix considers
factors such as credit risk, interest
risk and liquidity risk, based on

which illiquid corporate debt pa-
pers are valued and marked-to-
market. A rating downgrade
could lead to lowering of valu-
ation. 

Downgrades also have implica-
tions for investors in the stock of
company. Over the past month,
the stock price of IDBI Bank has
plummeted 21 per cent. Bank de-
positors too could be afected in-
directly. Rise in bad loans can
erode banks’ profits and capital. 

Capital helps banks absorb
losses in the normal course of op-
erations. So, if a bank has a weak
capital base, then in case of a loss
on account of defaults by its bor-
rowers, it may not be able to hon-
our demands from depositors. In
India, instances of commercial
banks going kaput are rare,
thanks to the backing of the
Centre. Also, deposits are insured.
Still, depositors need to be
watchful.

The bottomline
Grades matter, whether at school
or in business. 
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SLATE

B Hotels in South India will be
observing bandh today to
protest against the GST rates
fixed by the Union
Government. The GST rate on
non-AC hotels has been fixed
at 12 per cent and AC hotels at
18 per cent. The hotel
associations demand that the
rate should be pegged at the
current rate of 5per cent.

B The South-west monsoon
is likely to
enter Kerala
today, the
IMD has
predicted. It
is expected
to bring

above-normal rainfall over
the State for the first two
weeks marking the onset of
Monsoon season. Meanwhile,
the Cyclone ‘Mora’ over the
Bay of Bengal will further
advance the monsoon.

B Chemist shops across the
country to remain shut today
to protest against the sale of
online drugs. The strike has
been called by the All India
Organisation of Chemists and
Druggists. However, chemists
attached to hospitals and
nursing homes will be
functioning.

B Android co-founder Andy
Rubin will
unveil his
company
Essential’s
new
smartphone
today. The

new phone appears to have a
bezel-free back. Rubin had
been working on a high-end,
modular, Android phone that
focussed on artificial
intelligence.

B Senior BJP leaders L K
Advani and Murali Manohar
Joshi will appear before a
special CBI court in Lucknow
in Babri Masjid demolition
case. The special court is likely
frame charges in light of the
Supreme Court order
restoring ofence of criminal
conspiracy against them.
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