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L
ast week, Supreme Court justices Ram-
ana, Kant and Murari finally gave Prem
Chand long-due relief, acquitting the

shopkeeper from Haryana 38 years after he
was accused of a crime. The crime? On 18
August 1982, the state food inspector, upon
testing, allegedly found four living meal
worms and two live weevils in a sample of
haldi (turmeric) powder taken from Prem
Chand’s shop. He was charged under the
Food Adulteration Act, 1954, for selling
adulterated haldi and for selling without a
licence, both of which carry prison sentence
and fines.

The case went through a trial court, which
acquitted Prem Chand after 13 years on 31
August 1995. Inexplicably, the State of Hary-
ana appealed this decision. The high court
took another 14 years to rule, and, reversing
the trial court’s decision, convicted Prem
Chand on 12 September 2009. Prem Chand
appealed the high court’s decision, and after
almost a decade, on 30 July 2020, the
Supreme Court acquitted him. It found the

one to be unreasonable. So, here goes.
An axis of Germany-Russia-China is

becoming more likely, no matter how 
infinitesimal a rise in the probability of 
such an outcome is, and how unlikely it 
was to begin with. With the euro tempo-
rarily becoming stronger against the US 
dollar, and the EU seen to have agreed 
on debt mutualization among its mem-
ber-states (not quite; but mainstream 
media is painting it as such), and with 
Germany and the EU under Berlin’s 
influence found to be pussy-footing the 
China threat, such a scenario is that 
much more plausible than a year ago.

Fearing isolation and lacking self-
confidence, a new Democratic adminis-
tration in the US (for now, it looks as if 
this year’s White House election is for 
the Democratic candidate to lose), while 
keeping up the anti-China rhetoric in 
public, will quietly try to isolate Russia, 
bring Germany around and mend ties 
with China. The Pew Survey brings out 
the Democrat ambivalence over China 
quite starkly. However, the other three 
countries will not be persuaded because 
it won’t be credible. American public 
sentiment will likely be against it, and 
even the US Congress may not fully 
back this stance. In the wake of such 
overtures, an emboldened China could 
try something even more adventurous 
or rash in Hong Kong, Taiwan and the 
South China Sea. 

In all likelihood, a new US adminis-
tration will respond fecklessly, further 
eroding its geopolitical credibility at a 
time when its economic might will look 
rather brittle, given its sub-par eco-
nomic growth, large fiscal deficits and a 
mountain of public and private debt. 
The US dollar will be increasingly 
threatened by a coalition of the euro 
and Chinese Yuan. Stories abound of 
Russia and China wanting to settle trade 
in currencies other than the US dollar. 
They may even call for a new Bretton 
Woods meeting and global arrange-
ment. The International Monetary 
Fund will throw its weight behind it. 
The US will still have a veto, legally. But, 

the mainstream media would coerce 
the administration to fall in line and 
agree on a multi-currency standard.

America will need a leader who can 
steer the country through this flux. Will 
it find one? Unlikely. It might take a fur-
ther decline in US standing, perhaps till 
2028, for the country to embark on a 
long road to recovery of its status. But, it 
might not be the same country again.

Should the scenario outlined above 
come to pass, where would it leave 
India? It would leave India vulnerable. 
The Quad minus the US will be largely 
rudderless. Indeed, it might fall on India 
to lend substance to the troika. In fact, 
India might have to induce greater 
resolve among many fence-sitting 
nations, not to speak of a reluctant new 
American administration. India will 
have to become adept at harnessing US 
public opinion and influencing its law-
makers. To gain a chance of succeeding 
in these extremely challenging tasks, 
there are at least four prerequisites. 

One is that India must shed its long-
standing diffidence and must under-
stand that it has an opportunity to play a 
major role in influencing global geopol-
itics. Two, it must be clear-headed, for 
there will be any number of detractors—
inside and outside the country—who 
will ridicule the effort, as they did when 
India tested nuclear devices. Three, 
India must punch above its weight with-
out appearing to do so. And, four, India 
should work on gaining economic girth. 

Adding to economic girth is possible
only if economic problems are tackled 
promptly and with confidence. Policies 
that foster self-reliance can and should 
be pursued without being apologetic, 
but with a clear-eyed focus on extract-
ing performance, productivity, good 
governance and ethical behaviour from 
the private sector in return. Without 
any obvious intent and plan, India may 
find itself in a position to influence—
more than ever before—the shape of 
global events to come. It should not let 
such an opportunity go waste.

These are the author’s personal views

O
n the last day of the month of
July, a risk scenario began to
form in my head as I woke up 

to the following five news items:
        One, China and the European Union 
(EU) are to speed up negotiations on an 
investment agreement; two, US secre-
tary of state Mike Pompeo insisted on 
Thursday that the “tide is turning” in 
dealings with China, citing interna-
tional support for Washington’s policies 
even as he expressed “dismay” at the 
number of countries supporting Bei-
jing’s new security law for Hong Kong; 
three,  anti-China sentiment in the US is 
at a “historic high”, a Pew Research sur-
vey finds, amid friction over trade, coro-
navirus and human rights; four, China’s 
14th five-year plan would mark a move 
towards “the second centenary goal”, 
namely turning China into a powerful 
socialist country by 2049 when it cele-
brates its 100th anniversary, the Polit-
buro said; it added that the nation 
would continue to enjoy a “strategic 
period of opportunities”; five, in a sepa-
rate meeting with China’s political 
advisers earlier this week, President Xi 
Jinping said, “No country or person can 
stop the historical march of the Chinese 
nation’s great rejuvenation.”

The scenario I will speak of is blue-
sky thinking, or perhaps an exercise in 
unreason. It is neither plausible nor 
probable at the moment, I admit, but 
anticipating black swans often requires 

Can India show the path ahead 
if the US ends up losing its way?
New Delhi should take the oppor tunity to influence the world’s future if America lacks the resolve 

V. ANANTHA NAGESWARAN
is a member of the Economic Advisory 

Council to the Prime Minister.

S
ometimes, it does take a crisis to set
things right. Recall the severe dollar
crunch three decades years ago that
prompted India to adopt free-mar-
ket principles for its economy. 
Now, with covid-19 having wreaked

havoc, magnifying almost every weakness of 
our economic system, we must turn our atten-
tion to a sector being counted upon by the 
Centre to keep thousands of enterprises afloat: 
banking. It remains dominated by public sec-
tor banks (PSBs), which have over two-thirds 
of all assets and seem poised to be hit by a sharp
fall in loan repayments after the covid morato-
rium ends. A majority of their borrowers have 
deferred their pay-backs, but interest charges 
have been piling up and business conditions 
are so bad that a large chunk of them may not 
be able to meet their eventual obligations. By 
one estimate, PSBs may need nearly 90,000 
crore in extra capital this fiscal year to keep 
going. Some of this could be raised if the Cen-
tre were to take the Reserve Bank of India’s 
(RBI’s) advice and reduce its stakes in six PSBs 
to 51% over the next 12-18 months. In Punjab 
National Bank, Union Bank, Bank of India and 
Canara Bank, the government’s stake is above 
75%. In State Bank of India and Bank of Baroda, 
it is less. Still, in all, over 40,000 could be 
raised at current market levels. 

The broad goal, though, should go far 
beyond arranging money to pump back into 
PSBs. The country needs them to perform bet-
ter. Short of privatization, which could be 
placed on the agenda for later, one way to do 
this would be to keep their ownership apart 
from management by setting up an equity-
holding company as a buffer between the two. 
This may grant managers more space to take 

prudent commercial decisions and compete 
with their private sector counterparts. If a 
holding company is given autonomy, it may 
also be able to judge which PSBs would serve 
the country better in private hands, and help 
the government withdraw from the sector bit 
by bit. To attract investors, these banks would 
need loan books that are easy to judge the qual-
ity of. As of now, they are suspected to be much 
too opaque, a problem worsened by the mora-
torium, an extension of which would make it 
even harder to obtain clarity. As senior bankers 
in the private sector like Deepak Parekh of 
HDFC and Uday Kotak of Kotak Mahindra 
Bank have cautioned, deferring repayments 
beyond their expiry date of 31 August could 
create more problems than it solves. Many 
business debtors do deserve relief, but this can 
be done through a rejig of their loan terms. As 
for borrowers that cannot be saved and are 
bound to default, it is best to know of their trail 
of bad debts well in time. This would grant the 
government time to address a PSB crisis before 
it assumes unmanageable proportions. 

Delayed recognition of the inevitable has 
haunted India’s financial sector for decades. 
In a country where capital is scarce and its cost 
relatively high, money has higher “time value” 
than elsewhere. This puts a premium on 
resolving debt problems quickly. But, as  
former RBI Governor Urjit Patel has argued, 
policymakers face a trilemma. The sector can-
not have PSB dominance under independent 
regulation—which makes bad debts hard to 
hide—and also expect these banks not to drain 
public resources. If RBI supervision must not 
let distress stay hidden and taxpayers must be 
spared the bill of bad assets, then the govern-
ment must let PSBs out of its clutches.

Bank reforms must not 
be held off by this crisis

Regardless of covid impact, stake sales in public sector banks would be a good start. We also 

need other structural changes aimed at reducing government dominance of this vital sector
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Companies often

make bad decisions,
say stupid things and
recall bad products.

While this can happen
to anybody, people
don’t react in the same
way. When Microsoft
announces a browser

security hole, nobody
bats an eyelid. But
when Google rolls
back a product, some

are surprised. And
many are delighted.

Google has announced

that it is dumping Wave
(see Page 15) . W ave w as

an odd messaging system
that created more buzz in
the unveiling than in the
using. Few high-profile
Google products have

fizzled out like this.
Which explains

the blogs and reports
dripping with
Schadenfreude.

Google, however,
seems the least affected

party. CEO Eric Schmidt
said the company
encouraged failure
and would use Wave
learnings in other
products. Maybe he was

trying to save face. Or

maybe that’s a good
way to run a company.

QUI CK EDI T

Waving
goodbye

Mint is also a vailable f or Rs5.50 with Hindus tan T imes under a c ombo off er

COMMONWEALTH GAMES

Govt moves
tocontain
damage

BY L IZ M ATHEW

liz.m@livemint.com

·························
NEW DELHI

S
uresh Kalmadi, the man
at the centre of the con-
troversies surrounding

the Commonwealth Games
(CWG) survived to fight anoth-

er day, but three of his aides
were suspended by the Games’
organizing committee (OC)

The committee, of which Ka-
lmadi is the chairman, termi-
nated the services of Mel-

bourne-based sports market-

ing company that was given a
contract.

Both were presumably done
at the behest of the govern-

ment, which has been at the
receiving end of flak over al-
leged financial irregularities in
appointing suppliers, and

sourcing equipment and mate-
rial for the Games. The com-
mittee also decided to hand
over the investigation to the
Enforcement Directorate,

which looks at violation of laws
regulating foreign exchange

transactions.
Kalmadi couldn’t be

reached for comment on
Thursday evening.

At a press conference, OC’s
secretary general Lalit Bhanot
said that it had suspended T.S.

Darbari, joint director general
of the committee; Sanjay Mo-
hindro, deputy director gener-
al; and M. Jeychandren, officer
on special duty (finance and
accounts).

A governm ent of fi cial, w ho

did not want to be identified,
confirmed that all three
were associates of Kal-
madi.

In a letter to the com-
mittee earlier this week,

India’s sports secretary

Sindhushree Khullar
had asked Kalmadi to
“relieve” Darbari and
Mohindro of their du-

ties. Khullar said the al-
legations of corruptions
against the two had tarnished

the image of the Games.
With the government clamp-

ing down, Kalmadi has set up a
three-member panel headed
by Jarnail Singh, OC’s chief ex-
ecutive officer, to look into

various charges.
After coming under attack

from the opposition par-
ties in Parliament over
the mismanagement of
the preparation for the

Games, scheduled to be

held in the Capital be-
tween 3 October and 14
October, the Congress-
led United Progressive

Alliance government
has assured that it

would take action, but ruled

out setting up of an apex com-
mittee to oversee the event.

“As far as corruption is con-
cerned, government will take
all actions. I will write to the
authorities, including finance

TURN TOBACK PAGE ®

Heads roll, Kalmadi
survives, and Gill seeks
divine intervention as
India moves a day
closer to the Games
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Japan’sMitsui plans
steel plant inGujarat
BY M AULIK PATHAK

maulik.p@livemint.com
·························
AHMEDABAD

Japanese conglomerate with
revenue of around $30 bil-
lion (Rs1.4 trillion), Mitsui

and Co. Ltd, is planning to set

up a steel project in India, fol-
lowing in the footsteps of other
global companies such as
ArcelorMittal and Posco.

Mitsui and its Indian partner
Ruchi Group have firmed up
plans to build a multi-product

special economic zone (SEZ) at
Tagdi village in Kutch, Gujarat,

which will house the $1 billion
integrated steel complex, said a
state government official famil-
iar with the development, who
did not want to be named.

Mitsui and Ruchi have a
50:50 joint venture, Indian
Steel Corp. Ltd (ISC), which is
engaged in the business of set-
ting up and operating steel ser-
vice centres in India. ISC also
has a steel cold rolling and gal-

vanizing plant in Gandhidham
with an annual capacity of
200,000 tonnes, which is being
trebled.

ISC will set up the steel and
SEZ projects in Gujarat, ac-

cording to another top govern-

ment official, who also did not
want to be identified. The
company has already acquired

about 50ha of private land at
Kutch and the transfer process
for another 950ha of govern-
ment land is on, this person

added. The company has ap-
proached the state government
for a total of about 1,000ha of
land for the project.

The steel plant will have a
production capacity of 1.2-1.5
million tonnes (mt) in the first

phase, according to a proposal
sent to the state government by
ISC. The project also envisages
an expansion plan to raise the
capacity of the steel complex to
3-4 mt in the second phase.

The projects will help bring

in a substantial amount of for-

TURN TOPAGE 2®

Zoomdebt
cover tohit
ECGChard
BY A NUP ROY,

KHUS HBOO N ARAYAN &

SANGEETA SINGH
·························
MUMBAI/NEW DELHI

Mumbai-based engineering,
procurement and con-

struction firm Zoom Developers
Pvt. Ltd, which is set to create a

Rs2,650 crore hole in the bal-
ance sheets of 26 banks, may hit
the government-owned Export
Credit Guarantee Corp. of India

Ltd (ECGC) hard.
ECGC has insured most of the

Rs2,650 crore worth of guaran-

tees that Indian banks extended
to the ailing company, according

to two persons familiar with the
development.

ECGC has an exposure of
Rs2,000 crore to Zoom, they
said. Indian banks have already

started making claims as their
exposures have turned bad even
as they have embarked on a
large-scale restructuring activity
to put the company back on its
feet. Punjab National Bank, the
lead bank overseeing the re-

structuring activity, has appoint-
ed SBI Capital Markets Ltd (SBI
Caps)—the investment banking
arm of State Bank of India—and
Lazard India Pvt. Ltd to revive
the company.

Under such restructuring

plans, a company is normally
given more time to clear debt,
interest rates are cut and even
fresh loans are given by banks.

ECGC was established in 1957
by the Indian government to
cover the risk of exporting on
credit. It is the fifth largest credit

insurer in the world in terms of
coverage of national exports, its
website said.

According to a banker familiar
with the development, banks are

asking for their dues from ECGC,
but the insurer is not in a hurry

to oblige them. “ECGC has asked
all banks to form a unit and put

up their claims together. It is
buying time,” said the banker.

ECGC chairman and manag-
ing director A.V. Muralidharan
did not respond to email and

phone calls from Mint . Accord-
ing to his office, ECGC executive
director Geetha Muralidharan is
the concerned person who
could speak on the issue. She
was not available for comment.

According to the banker,

ECGC is insisting that the re-
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Mitsui and R uchi ha ve a 50:50 join t 

venture (JV) firm, Indian S teel C orp (ISC)

The JV plans t o develop a multi-pr oduct 
SEZ in K utch tha t will house an 
integrated steel c omplex

The $1 billion c omplex will ha ve a 
capacit y of 1.2-1.5 million t onnes (m t) in 

the firs t phase, which w ould be further 
ramped up t o 3-4 mt

While Gujar at has initia ted the pr ocess 

of tr ansferring about 950 ha of go vt land 
at Tagadi village, IS C has alr eady 

acquired about 50 ha of 
privat e land in the ar ea

Feeling the heat: Games OC chief
Suresh Kalmadi (right) with senior
committee official T.S. Darbari,
who was suspended on Thursday.

NTPCseeks
tosever
Games links
BY U TPAL BHAS K AR

utpal.b@livemint.com
·····················
NEW DELHI

I n yet another bl ow t o

the Commonwealth
Games (CWG), state-

owned NTPC Ltd plans to
drop the use of the event

logo from all its commu-
nications and sever all
ties with the sporting fix-
ture because it’s worried
that the negative publici-

ty associated with the al-
legations of widespread
graft will hurt its own
brand image.

In addition, India’s
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There’s no w ay to ru le innocen t  

m en. The only pow er  any 

governm en t has is the pow er  to 

crack  dow n on cr im inals. Well, 

w hen there aren ’t  enough 

cr im inals, one m akes them . 

One declares so m any th ings to 

be a cr im e that  i t  becom es 

im possib le for  m en to l ive 

w ithout  break ing law s.

AYN RAND

is a senior research fellow with 

the Mercatus Center at George 

Mason University, US

William H.J. Hubbard and Sital Kalantry,
categorizing the Supreme Court’s decisions
from 2010 to 2015, finds that 29.1 % of the
court’s cases were criminal matters—which
makes sense, since these involve questions
of life and liberty. But in the same time
period, only 5.3% were constitutional mat-
ters, and a mere 0.2% were habeas corpus
cases, which relate to even more grave and
urgent matters of life and liberty. 

All branches of government are to blame
for their failure to understand economic
dynamics and for this clog-up of India’s
already weak state capacity. Overzealous leg-
islation has criminalized everything from
haldi adulteration and the pulling of a train’s
halt-chain to cutting trees. A weak executive
that lacks the capacity to execute these laws
fairly then arbitrarily turns ordinary citizens
into criminals with the full force of absurd
regulation. So far, the judiciary has not struck
down the constitutionality of these punitive
laws, even though it has had time for matters
like service pensions and college fees, leaving
constitutional matters and even habeas cor-
pus petitions unattended. 

Irrespective of economic ideology, a
country that cannot swiftly dispose habeas
corpus petitions should not criminalize haldi
adulteration. 

The problem disappears when the same
goods are sold in a market where prices are
allowed to adjust to market conditions. Not
because the government is more vigilant in
prosecuting food adulteration, but because
adulteration hurts the reputation of sellers.
An area where India still grapples with adul-

terat ion is poisonous
hooch in states enforcing
alcohol prohibition.

Much of the blame falls
on socialist planners who
enabled the criminaliza-
tion of ordinary activities in
India. Their misunder-
standing of market process,
and how incentives operate
laid the foundation of
much bad regulation in the
country. India continues to
criminalize a number of
activities that would be bet-
ter regulated by a combina-

tion of market processes and civil litigation.
An important and under-recognized con-

sequence of such criminalization of ordinary
activities is that it clogs the criminal justice
system and delays justice. Justice was not
just denied to Prem Chand, but many others.
A recent working paper by Aparna Chandra,

aggrieved consumer through tort law or
consumer courts. The state deals with error
or negligence through civil penalties or
fines. Criminal penalties are usually
reserved for those who wilfully add poison-
ous or unsafe substances, or violate food
safety standards in cases like pharmaceuti-
cals, where markets are
thin or marked by high
asymmetry of information.

In a socialist economy,
even everyday food items
are prone to adulteration.
Socialists impose price and
quantity controls, and the
unintended consequence
of price ceilings is a drop in
quality, often through
adulteration. When the
pr ice per ki logram of
pulses is fixed by the State,
the retailer’s incentive is to
add sandy gravel to adjust
its quantity and “balance” the fixed price
with the informal market rate. This was so
rampant in India that it led to illness or death
in some cases. The socialist solution was
more bad regulation; i.e. criminalizing the
activity to deal with the unintended conse-
quences of the original bad regulation. 

procedure followed for testing impeacha-
ble—there is no receipt for the sample sent
for testing the next day, and no evidence that
it was not tampered with during the 18-day
delay in report submission by the office of
the public analyst. It will be 38 years this
month since this absurdity began. To add
salt, not haldi , to old wounds, the case didn’t
even move at a weevil’s but a snail’s pace. 

When Prem Chand was accused in 1982,
Indira Gandhi was India’s prime minister
and the Bharatiya Janata Party was two years
old and Namak Halaal, starring Amitabh
Bachchan, had just been released. When
Prem Chand was accused, Y.V. Chandra-
chud was chief justice of India; the Supreme
Court that acquitted Prem Chand includes
his son, justice D.Y. Chandrachud. 

This is not the only case of delayed justice.
Criminalizing the ordinary is not an excep-
tion but the rule for state engagement with
citizens in India, it seems. State ineptitude
and excesses add to people’s misery.

What kind of society criminalizes poor
quality haldi? One that implements social-
ism. In a market economy, the market for
everyday food commodities is robust and
branding and reputation solve most kinds of
adulteration problems. Typically, such
problems are resolved directly by an

A legal case that highlights an entire legacy of bad laws
SHRUTI RAJAGOPALAN 

The needless 

criminalization 

of ordinary rule 

violations has 

clogged courts 

and thus denied 

others justice
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