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Focused policy attention can hugely improve the ease of doing
business nationally, particularly in labour-intensive sectors,
and in low-growth states. That is the short conclusion of the
first nationwide study of ease of doing business by the Niti
Aayog. And if proactive business regulation in laggard states
can improve the overall business climate, the effort should be
to design a policy to put such regulation in place.

The Niti Aayog-IDFC Institute enterprise survey is far more
extensive than, say, the World Bank’s Ease of Doing Business
rankings. The Niti study has surveyed over 3,000 manufactur-
ing firms all over the country, while the World Bank survey is
focused mainly on Delhi and Mumbai, and involves surveying

expert opinion to form global rankings.
The Bank ranks India at a lowly 130 in the
global pecking order on ease of doing bu-
siness. But the Niti study does show wide
variation across states. So, while the aver-
age time required to set up a business in
India is 118 days, it can range from 20 to 240
days. Or take construction permits. The

average number of days for getting such a permit was 112 days,
but in a few states, it can be as quick as 41 days, as per the Niti
study. The Bank’s 2017 survey, however, says a construction
permit requires an average of 190 days, and ranked India at 185
out of 187 countries on this parameter.

The Niti study needs to be institutionalised on an annual ba-
sis. The study finds that in labour-intensive sectors like texti-
le, apparel and footwear, more flexible labour laws can aid in
scaling up to meet order demand. Improved information to
entrepreneurs about “single-window” approvals in states can
improve matters. As would better availability of power and fi-
nance, especially in poorer states. Clearly, the ease of doing bu-
siness can be much improved.

Make Ease of Doing
Business Annual Study
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Good Corporate Karma
at Times of Crises
Hurricane Harvey has ensured that Houston and monsoon-
ed-out Mumbai look like twin cities. So, it stands to reason
that at least some of the innovative measures being taken by
businesses in the US at this time should be considered for
implementation during crises in India as well. For instance,
the spirit of cooperation has led two international beer gi-
ants to halt their brewery operations and shift, instead, to
canning drinking water for distribution to those affected by
Hurricane Harvey. This is certainly worth emulating, parti-
cularly as the beer majors have revealed that they do this
changeover periodically through the year so that there are
always enough cartons of canned water available for speedy
disbursal at crisis times.

The move by two major US airlines with hubs in Texas to of-
fer bonus miles to people who donate towards relief efforts sh-
ould also be considered by Indian aviation companies. Mem-
bers of loyalty programmes contributing online to agencies
like the Red Cross through these airlines’ fundraising pages
earn a minimum of 250 bonus miles (for $50-100 donations) to
1,000 miles for contributions of $250 and above. A related opti-
onoffered by many more airlines to allow members to donate
air miles — to help transport relief personnel, medical supp-
lies and food — is another easily implementable initiative.

The corporate initiatives after Hurricane
Harvey are worth emulating here

Agiant meteor comes flying through the sky, hits the gro-
und with the energy of 10 billion atom bombs of the kind
that the US dropped on Hiroshima and 75% of the fauna
and flora on the face of the earth get wiped out. Can’t be
helped. The floods that kill hundred of people across So-
uth Asia year after year fall in a different category: these
can be forecast, prepared for, engineered and insured
against and managed, but are not. Roads, bridges, homes
and lives get washed away, people perch on stretches of
dry land, sharing space with animals, turds and a few pre-
cious belongings that have been salvaged as the waters
rose and submerged normality, waiting for relief from
the state or the few voluntary agencies that do manage to
get permission to operate. This should no longer be tole-
rated in Emerging India.

Floods cannot be prevented. Building dams often con-
tributes to flooding in two ways: the flow downstream
lacks speed to wash the silt down, making the river shal-

low and prone to flooding, and the
dam’s sluice gates are opened to pre-
vent damage to the dam, when the wa-
ter build-up exceeds planned storage.
Paucity of silt from a dammed up ri-
ver can result in erosion of its delta by
the sea as well, as the soil eaten up by
the sea is not compensated for by the

river. Rather, floods have to be managed. Contour map-
ping of river basins will allow identification of safe ele-
vations to which people and livestock can be evacuated.
Roads and bridges must be built to rise above flood levels
and withstand floods. As must grain storage silos. Flood-
proofing must be a mandated part of building plans. In-
surance can reinforce adherence to safety norms.

Planning and implementing relief is another activity
that needs to kick in with clockwork predictability. Food-
grain availability in the country is not a challenge, but its
distribution among the flood affected is. Drinking water
gets contaminated. Ideally, evacuation centres, which
can function as schools, say, in normal times, must be
equipped to deal with such challenges. What is missing,
really, is political will.

Flood Misery Can,
Must Be Prevented
Lack of political will is the prime culprit

J KRISHNAMURTI

One has to be, for oneself, both
the teacher and that which is
taught. And that is only possib-
lewhen there is a sense of obser-
vation, of seeing things in one-
self, as they are. You know, most
of us are so unconscious of our-
selves. I do not know if you have
observed those people who are
all the time talking about them-
selves, their self-evaluation
about their position in life, you
know, ‘me first and everything
else second’.

If there is to be cooperation
between us, communication
and communion with each oth-
er, this barrier of ‘me first and
everything else second’ must
obviously disappear. The ‘me’
assumes such tremendous im-
portance, it expresses itself in
so many ways. That is why or-
ganisations become a danger,
yet we have to have organisati-
on. Those who are at the head
of the organisation, or who as-
sume the power of that organi-
sation, gradually become the
source of ‘authority’. And with
such people, one cannot possi-
bly cooperate or commune.

We have to create a totally dif-
ferent kind of world, where we,
as human beings, are not battli-
ng with each other, destroying
each other, where the one does
not dominate the other with
his ideas or knowledge, where
each human being is actually
free, not theoretically. And in
this freedom alone can we bring
about order in the world.

So, let us try to unravel the net
that we have woven round our-
selves that prevents cooperati-
on, which divides us, which bri-
ngs about such intense anxiety,
sorrow and isolation if we can.

Teach and
be Taught

It is fairly apparent that the Infosys
CEO got fed up and resigned after
constant attacks from the founders
about the strategic direction in whi-
ch the company was heading. Earli-
er, Tata Sons, that small little enter-
prise, had its drama with Cyrus Mis-
try being told to leave, after a Game
of Thrones-style boardroom betray-
al manoeuvred by the former chair-
man, who clearly didn’t go into reti-
rement quietly. The root cause, it
appears, is unhappiness with his
strategic direction.

A far more personal battle ensued
in the suit arena. Raymond’s, a hou-
sehold name (literally, because their
suits are in wardrobes), had a father-
son battle, with the former chairman
accusing his son, the current chair-
man. The cause of it — you guessed
it! — change in the company’s strate-
gic direction. In this case, also accus-
ed of strategically directing the for-
mer chairman out of his home and
into a rented place.

Modern Indian business houses
have transformed themselves with
Sebi regulations, corporate govern-
ance, great business schools, global-
ly aware CEOs, CSR, MNCs post-lib-
eralisation bringing in global best
practices and international expo-
sure for Indian employees. But still
deep down, somewhere, there’s the
mindset that it is a kingdom, and not
a democracy run by shareholders.
A family monarchy and not a leader-
ship voted in at AGMs.

Yes, it’s 2017. Yes, Indian founders
and entrepreneurs read Harvard
Business Review. But they often

look at their business like they are
the Nizam Of Hyderabad and we
live in the 1790s.

One understands this. It is incredi-
ble what first-generation entrepre-
neurs built in socialist India, a feat
no less Herculean than the invasion
of Normandy against Hitler. So, it
is natural that if you’ve fought the
odds and built a multi-crore busi-
ness, you’d begin thinking like a
king. And, naturally, there’s a desire
to cling on to your kingdom because
of how hard it was to make it. ‘Board
of Directors’ and all that nonsense
are just for show. It’s just Me, is often
how Indian owners used to think.

Sure, things are very modern now.
Some patriarchs now sit down with
the family and sensibly divide the
business, rather than not have uncom-
fortable conversations and legal dis-
putes and news headlines. Gone are
the days (to some extent) when the
chairman entered office, people stood
up — or even bowed — or when seni-
or employees had to chaperone wed-
ding guests at the owners’ son’s wed-
ding, like they were catering staff.

There are always legendary stories
of Ivy League-educated CEOs being
called for an immediate meeting at
odd hours of the night, because the
owner felt like it. No different than,
say, Henry the 8th summoning Tho-
mas More because he felt like a div-

orce in the middle of the night.
You hear less of this monarchial

behaviour these days. Owners now
respect — and maybe even value,
but one can’t be sure — their senior
employees, and understand that just
because you pay someone .̀ X crore a
year, doesn’t make that person your
servant. A few are even beginning to
come to terms with the impossible
idea that the business is bigger than
the individual.

Still deep down, letting go is hard.
And in many cases, as these found-
ers/owners get older, it is their great-
est love and their whole life’s work.
Just like parents can’t stop nagging
their children about what they’d like
them to be, they also can’t stop nag-
ging their businesses into how they’d
like to shape it — regardless of the
fact that both are mature adults that
can make their own decisions.

Sitting in on every meeting and sho-
uting at your son or daughter or the
appointed CEO on their decisions af-
ter you’ve retired is harmful not just
to their morale, but to the business.

My advice to founder/owners: let
go. Find another hobby. Do yoga, golf,
write a memoir, walk your grandchi-
ldren to school. Anything else. The
irony is, the more they cling and inter-
fere, the very spirit that got the busi-
ness to be an empire, is the very spir-
it they are, unknowingly, destroying.

After Retirement, Chhod, Yaar

Anuvab Pal

Chewing up the business
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FUNNY BUSINESS

I
ndia was considered one of the
‘fragile five’ economies in 2013.
Much has changed since then.
The macro landscape has im-
proved significantly in the last

four years. And yet, India’s sovereign
rating has remained unchanged.

Fitch Ratings had last revised Ind-
ia’s ratings outlook to stable from ne-
gative in June 2013, followed by Stand-
ard & Poor’s (S&P) in September 2014,
after which both the rating agencies
have remained in a wait-and-watch
mode. Moody’s, which has a more op-
timistic outlook, raised India’s cre-
dit outlook to positive from stable in
April 2015. But it has not upgraded
the ratings since then.

India’s relatively high deficit and
debt dynamic is undoubtedly one of
the factors that has prevented credit-
rating agencies from providing a sov-
ereign upgrade. But there are several
other countries that have a higher
debt-GDP ratio than India. They pos-
sibly have a less favourable macro dy-
namic relative to India, but still en-
joy higher sovereign rating.

It is true that Indian authorities
have shown strong resolve in the last
few years to stay on the path of fiscal
consolidation, despite various com-
peting considerations. This is an ef-
fort that should be appreciated.

Consider the steps that have been

taken in the last few years. Diesel and
petrol prices have been completely de-
regulated. It has been also decided to
raise liquefied petroleum gas (LPG)
prices by a small amount each month
so as to eliminate subsidies altogether.

Direct benefits transfer are opera-
tional for delivering subsidies across
many schemes, which is helping re-
duce pilferage and finally reaching
the intended beneficiaries. The scope
of direct benefits transfer will only
increase in the years to come, along
with overall subsidy reduction, whe-
rever it is needed and feasible.

The implementation of the goods
and services tax (GST) is a truly rem-
arkable feat, especially given the size
of the country, and its potential to be
a game-changer for India’s fiscal dy-
namic is still underappreciated.

Money Plant
There are legitimate concerns relat-
ed to state fiscal finances, given the
demands for incorporating farm lo-
an waivers and potential increase in
wages. But there are ways to manage
the fiscal deficit, even under such cir-
cumstances. True, there would be so-
me compression of capital expendi-
ture to incorporate farm loan waiv-
ers, but that shouldn’t impact gro-
wth materially.

Rating agencies often point out In-
dia’s low per-capita income as an in-
hibiting factor for a potential upgra-
de. The economies that have a signifi-
cantly higher informal sector emplo-
yment, like in India’s case, typically
tend to have a lower per-capita inco-
me, and vice versa. Going by this cor-
relation, policies that are aimed tow-
ard a greater formalisation of the ec-
onomy are bound to lead to an accele-
ration in per-capita income growth.

In India’s case, GST and demoneti-
sation are likely to play a major role
in the formalisation of the economy,
a process that is already underway.
Demonetisation, apart from reducing
tax avoidance, has also resulted in in-
centivising faster pace of digitisati-
on and lesser use of cash in the econ-
omy, a dynamic that will gain further
momentum in the coming years.

Similarly, GST by the very nature
of its design, will incentivise a faster
pace of formalisation of the economy,
which will consequently improve
the fiscal dynamic and increase the
growth potential of the country. Add
to this, the government’s drive to foc-
us on urbanisation as a major theme.
This will also help increase India’s
per-capita income significantly, as
normally urbanisation leads to inc-
reased prosperity.

There is a genuine case for the rat-
ing agencies to consider giving a rat-
ings upgrade to India — or, at least,
prepare the ground (S&P and Fitch)
by first raising the outlook to positi-
ve from stable — as an acknowledge-
ment of the positive changes that ha-
ve taken place in India since the 2013
‘taper tantrum’ period.

Yes, the issues of resolution of

banking sector non-performing as-
sets (NPA) and fiscal consolidation
remain work-in-progress in India’s
case. But realistically, each and every
emerging market economy will have
some areas of weakness at any given
point of time.

Positively Charged
Taking a broader view of the overall
macro picture, the Indian economy is
far more resilient today, with low in-
flation, high real interest rates, large
foreign exchange reserves, a stable
rupee and a robust growth outlook.

Indeed, today, India is perceived as
a safe-haven economy by many, whi-
ch is likely to be lesser impacted than
other key emerging market peers in
the event of a severe external shock.

While there will always be some
weakness that can be singled out at
any given point of time, it can be ho-
ped that the rating agencies will give
greater weight to the positive chang-
es that have taken place in the econo-
my over the last few years, while con-
sidering the ratings decision in the
next round.

The writer is India chief economist,
Deutsche Bank AG

Upgrade Your India App
There is a genuine case for rating agencies to consider revising their India outlook northward

Kaushik Das

Do the math
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The economies that have a significantly higher informal
sector employment, like in India’s case, typically tend
to have a lower per-capita income, and vice versa

Letters to the editor may be addressed to

editet@timesgroup.com

Geo, History,
Maths & Civics
The subjects we learn in school
explain the sinking of Mum-
bai. Geography: Mumbai is vir-
tually an island. When heavy
rains coincide with high tides,
it’s a disaster. Structural his-
tory: seven islands were made
one mass of land through recla-
mation in the 18th-20th centur-
ies. Built with only minimum
height, the reclaimed areas be-
come water bodies at the slight-
est hint of rains. With massive
concretisation post 1970, the
city has become a gigantic cem-
ented nuclear waste contain-
ment plant from where no wat-
er can escape into the ground.

Maths: the city holds more
people than what its land and
infrastructure can support.
And the British-era infrastru-
cture is collapsing due to lack
of maintenance and disrepair.
Natural nullahs have become
garbage pits and retain rain-
water. Civic sense: the growth

of garbage,
particularly
plastic, over
the last four
decades. This
blocks storm
water drains.
But all this
cannot absolve

the authorities of their blame.
Why was the Doppler radar
imported after 2005 not used to
predict the 29/8 deluge? The me-
teorology department predicts
floods after we have drowned.
The government, police and
municipalities are clueless
and lost. Let’s hand over the
city to the army for a decade.

T R RAMASWAMI
Mumbai

Beijing Must
Rethink 1962
Apropos ‘Play Down Victory
& Be Vigilant’ by Manmohan
Bahadur (Aug 30), the Indian
armed forces are no pushover
with clear advantages in mora-
le, motivation and profession-
alism, in addition to recent pre-
parations in arms build-up in-
cluding new airbases and adv-
anced landing grounds, trans-
port and rapid response, the
Brahmos and a part of the Stri-
ke Corps there for operations.

However, in conventional
warfare, China has an edge in
quantity, logistics sustenance
and saturation missile strike
capabilities. So, Beijing must
rethink 1962, and should it be
tempted to resort to Mao Zedo-
ng’s dictum, ‘feint in the east,
but attack in the west’, we
have to be ever vigilant.

SUBRAHMANIAN S H
Thane

Chat Room

Economics teaches us that competiti-
ve markets, which promote efficien-
cy and innovation, drive profits down.
A CEO or the board of a firm that in-
dulges in self-aggrandisement would
be driven out of business by competi-
tors pouncing upon the inefficiencies.

Similarly, in this ideal construct, a
firm that displays opaqueness in its
corporate practices would not be able
to raise external financing, and so it
will wither away. Nor will a promot-
er who swindles money from minor-
ity shareholders stay in business for
long in this ideal world.

However, just because these ideal
constructs are violated in the real
world does not mean they lose their
relevance. They act as important
signposts to judge how far we are
from creating an economy that’s not
just for the powerful few.

Three key problems inhibit the capi-
talistic system from creating pros-
perity for the powerless many. First,
everyone involved does not have eq-
ual access to information. In parti-
cular, managers, promoters and bo-
ards possess significantly greater

information than the average share-
holder in these firms.

For instance, Wall Street’s ‘creative’
bundling of mortgage-backed secu-
rities, coupled with their cosy relati-
onship with credit-rating agencies,
gave investors a false impression on
how risky the investments were.
Transparency is a virtue that every
Indian firm must voluntarily espou-
se. Else, regulators must create in-
centives for enhancing transparen-
cy and step in to penalise violators
where necessary.

Second, modern corporations and
their executives often accumulate
wealth by undermining free markets
and use that wealth to wield enormo-
us influence, which further under-
mines free markets. Barriers creat-
ed against competition enable firms
to earn huge profits.

The world’s sixth-richest individual,
Carlos Slim Helú, made his fortune
by taking advantage of a poorly desi-
gned privatisation process that creat-
ed a virtual monopoly in Mexico’s
telecom industry. Predatory pricing
practices rob the market of the vital-
ity provided by true competition.
Predatory pricing against Nirma by
the incumbent brand, Surf, is part of
Indian business folklore.

Modern corporations also undermi-
ne free markets by influencing the
political process. Spending on lobby-
ing by the US financial industry sin-
ce the 1990s contributed to financial
deregulation, which eventually con-

tributed to the global financial crisis.
Third, as agents of shareholders,

managers and promoters often pur-
sue what is in their personal inter-
est. CEOs exert considerable power
in shaping their pay packages and
those directly reporting to them.

To bring capitalism closer to the
textbook ideal, individual commit-
ments to refrain from abuse of power
need to be complemented with insti-
tutional checks and balances. The
Competition Commission of India

needs to be equipped with highly tra-
ined statisticians, economists and
business professionals who can work
together to bring careful evidence to
bear on anti-competitive practices.

Similarly, the ministry of corporate
affairs, the Securities and Exchange
Board of India (Sebi) and the Reserve
Bank of India (RBI) need to combine
their respective databases and ens-
ure that transactions utilising shell
entities are monitored and penalised.
Banks should not become vehicles
for siphoning off taxpayers’ funds
invested in the banks.

Auditors need to be made responsi-
ble for the financial statements they
certify, rather than allowing them to
rely on the information that manage-
ment shares. And, finally, when any
of these entities fails to do their job
properly, the judicial system needs to
be swift in bringing the guilty to book.

In the 1980s, acid rain was one of
the most pressing environmental
issues caused by emissions from
power plants. Once the government
stepped in and created a cost for
those pollutants, the issue resolved
itself. The free market solved an
environmental crisis by creating a
level playing field.

So, by creating checks and balances
that level the playing field, the power
of real capitalism can be unleashed
for the benefit of the many.

The writer is associate professor of
finance, Indian School of Business

More (Transparent) the Merrier
COMPETITIVENESS

Krishnamurthy Subramanian

This sector has healthy competition
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