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the situation has worsened, with a 
decline in real wages, a rise in unem-
ployment and a decline in consump-
tion. This, however, has been largely 
ignored. The excessive focus on supply-
side interventions has hardly helped an 
economic revival, but instead worsened 
the government’s fiscal health. The 
same remedies are being tried again 
now, when it is the drying up of demand 
due to a poorly planned lockdown that 
is aggravating our economic crisis. The 
various packages announced since the 
lockdown, including a “ 20-trillion 
stimulus”, have largely focused on the 
supply side. Some efforts to boost 
demand through steps such as free 
rations and paltry income transfers 
have, no doubt, been taken. But these 
are insufficient, given the magnitude of 
demand compression in the country. 

The trouble lies in our policy frame-
work, which seems to focus too much 
on easing supply-side constraints. In 
reality, what our economic numbers 
show is a lack of appetite for investment 
as well as a decline in consumption 
caused by a fall in incomes. It is this gap 
between economic reality and the gov-
ernment’s policy response that has wor-
sened most of the economy’s structural 
variables. Despite all the supply-side 
reforms initiated over the last three dec-
ades, India has faced recurring agrarian 

crises and widening inequality, as well 
as unemployment and stagnancy in 
the manufacturing sector’s share of 
national output. A policy obsession with 
fiscal deficit reduction and a reliance on 
monetary easing has constrained 
expenditure on health, education and 
food security as a proportion of national 
income. On the other hand, efforts to 
correct the imbalance through meas-
ures such as an expansion of the public 
distribution system and the Mahatma 
Gandhi National Rural Employment 
Guarantee scheme have been vilified as 
drags on the economy, with these 
sought to be undermined by 
successive governments, including the 
one that enacted it. But the truth is that 
these are not only proving to be a bul-
wark against hunger and mass depriva-
tion today, but had also helped India 
tide over the financial crisis of 2008-09.

We are currently in the midst of an 
even bigger economic crisis. Since the 
existing policy framework has been 
found inefficient in dealing with the 
vulnerabilities and structural weak-
nesses of the economy over the past two 
decades, its continued use is unlikely to 
be helpful even now. But this should 
afford us a chance to reboot India’s 
economy. Many of the previous crises 
have been used by policymakers to do 
so, such as the food crisis of the 1960s 
that led to self-reliance in agriculture, 
and the fiscal crisis of the late 1980s that 
led to the economic reforms of the 
1990s. But moves of the past have only a 
limited shelf life in an economy whose 
structure and dynamics are evolving 
rapidly. The present crisis, therefore, 
provides an opportunity to the govern-
ment to overhaul its policy framework. 
A new one should be designed to keep 
the people of this country at its centre. 
It will require large fiscal outlays to 
revive domestic demand and turn it into 
our main engine of growth. Such an 
expenditure push is not only the best 
way to deal with this crisis, it is also 
necessary for India to sustain high 
economic growth in the future.

P
reliminary data on some economic
variables is now available for this
fiscal year’s first quarter, which

ended on 30 June. Numbers on auto-
mobile sales and core sector growth 
suggest a rather modest recovery in 
June, compared to the previous two 
months, but still show a sharp contrac-
tion in economic activity over last year. 
Given that India’s economy has been on 
a downward slide for at least two years 
now, it would be premature to view the 
sequential improvement in June as a 
sign of economic recovery. 

The covid-19 pandemic has acceler-
ated the downward slide of the Indian 
economy, as it did for other countries. 
However, our economic crisis is more a 
result of the overall framework of 
India’s economic policy than just the 
shock caused by the unprepared lock-
down. Efforts to revive the economy 
that started last August have failed to 
stimulate investment or consumption 
demand. Part of the reason for the fail-
ure of the pre-covid economic package 
was the flawed understanding of why 
the economy was in crisis. 

Most of the interventions, including
tax sops, steps to ease credit availability 
and monetary policy rate reductions, 
have been aimed at supply. This despite 
the fact that it was a decline in aggregate 
demand that caused the economy to 
slow. The first big blow to demand came 
through demonetization. Since then, 

It’s time for India to re-examine 
its economic policy framework

Let’s not overdo the easing of supply constraints at the cost of policies needed for a demand revival

HIMANSHU
is associate professor at Jawaharlal Nehru 

University and visiting fellow at the Centre 

de Sciences Humaines, New Delhi

C
hina is on a rampage in Hong
Kong. The autonomy of the
island-city lay in shreds after
Beijing slapped it with a harsh
security law on 30 June that
threatens to muzzle free speech

and punish anyone whose actions fall afoul of 
the Chinese regime. For months, there had 
been signs that it would not honour its com-
mitment to preserve the democratic freedoms 
of Hong Kong’s residents, a 50-year pledge 
made in 1997 when it got the territory back 
from the UK. But Beijing’s latest move has 
stunned the world, evoked another round of 
protests in the city, and reportedly plunged 
many of its finance professionals into despair. 
For nearly a quarter century, they thrived on 
the “one country, two systems” paradigm, 
living off China’s blistering rise while doing 
accurate research and analysis of Chinese busi-
nesses for global investors. Today, analysts fear 
that an honest job done could serve truths too 
bitter for China’s high-and-mighty and so they 
might end up behind bars for their efforts. In 
short, the new law could spell doom for Hong 
Kong’s status as Asia’s top financial centre. A 
race to replace it is already underway, with 
Singapore, Tokyo and Dubai as contenders. 
But if Mumbai gets itself up to speed, it may 
have more than just a glimmer of a chance. 

The last time the idea of Mumbai emerging 
as a global financial hub animated Indian ambi-
tions was in 2007, when an expert committee 
led by Percy Mistry submitted an official report 
on the prospect. The city was reckoned to have 
the requisite talent pool, but was found short 
on infrastructure. The report’s emphasis was 
on globalization, for which it recommended 
sweeping financial-sector reforms that would 

let Mumbai position itself—at least in regula-
tory terms—in the same league as London or 
New York. Much of it was impractical. Its call 
for full convertibility of the rupee on the capital 
account, for example, was too premature. It 
would have compromised our central bank’s 
control of either its exchange-rate or monetary 
policy. The document also asked for the 
Reserve Bank of India (RBI) to quit its role as 
the government’s debt manager to focus on 
currency stability. A 2015 attempt to do this 
was dropped, though inflation-targeting was 
made RBI’s explicit mandate. The report also 
sought other changes, many of them aimed at 
letting markets for bonds and suchlike boom. 
Given the sector’s socialist legacy, though, with 
key sub-sectors such as banking dominated by 
the state, the proposals seemed too daunting 
and Mumbai’s global dream fizzled out. 

Apart from better telecom links and data 
enablement, not much seems to have changed 
in Mumbai’s favour since 2007. Yet, recent 
trends suggest that global integration need not 
matter as much as it did back then. Data can be 
crunched anywhere. In the current context of 
anxiety over Hong Kong’s financial services, 
perhaps a crucial enabler of quality output now
is the rule of law, especially freedom of speech. 
This is stuff on which Mumbai could claim an 
edge over rival cities vying for business. Asia 
is already this century’s action zone and high-
value information on its economic emergence 
would be processed best in a democratic set-
ting that bustles with expertise. Mumbai is well 
acquainted with diversity. It also lies in a con-
venient timezone between the East and West. 
Both of these are added assets. Maybe a few 
strategic reforms at this juncture could turn 
Hong Kong’s loss into Mumbai’s gain.

Could Hong Kong’s loss 
become Mumbai’s gain?
China has crushed the autonomy of Hong Kong and thrown the city’s future as a financial 

hub in jeopardy. This could give Mumbai a chance to emerge as Asia’s next money capital
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The Reserve Bank of
India (RBI) shot

another bullet to slay
rising inflation on Friday,
announcing a mid-cycle
rate hike. The question
now is: how many more
bullets will it take to kill
this monster?

In raising its two interest
rates—but leaving the cash
reserve ratio intact—the
central bank’s signals are
clear. It doesn’t want to
tinker with liquidity that
got strained when telecom
companies had to borrow
cash last month. It is
instead worried about
the broader economy.

And there is much to be
worried about. Wholesale
price inflation has crossed
the 10% mark, last week’s
fuel decontrol surely
adding pressure. A
roaring economy is
pushing price levels up.

Yet, the last time
inflation and growth were
as high (in mid-2008), RBI’s
effective policy rate was
around 8%. It now stands
at 5.5%. By that measure,
there are still many rounds
left, assuming RBI has the
gumption to keep pulling
the trigger, and assuming
this will help.
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Another
round fired
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CRR UNCHANGED

RBI raiseskey
policyratesto
tameinflation
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T
he Reserve Bank of India
(RBI) on Friday raised
its key policy rates, for

the third time this year, by a
quarter of a percentage point
each, three weeks ahead of i ts
quarterly policy review, to fight
rising inflation in the world’s
second fastest growing major
economy.

It also said it will revise its
growth projections for the
economy from its “8% with an
upside bias” as “ recent data
suggest that the upside bias
has largely materialized”.

The Indian central bank
raised its repo and reverse
repo rates to 5.5% and 4%, re-
spectively.

Repo is the rate at which RBI
lends money to commercial
banks and at the reverse repo
rate it drains out surplus li-
quidity from the banking sys-
tem.

Economists expect another
round of a quarter percentage
point rate hike on 27 July when
the central bank reviews its
monetary policy.

A h ike in policy rate wi l l
make money costlier for cor-
porations and retail borrowers
even though banks do not
seem to be in a hurry to raise
their base rate as yet. The base
rate is the rate below which
banks cannot price any loan.

However, the impact of the
policy rate hike will be seen in

the bond market on Monday
and the bond dealers expect
the yield on the benchmark
10-year paper to go up by
around 10 basis points.

One basis point is one-hun-
dredth of a percentage point.
Bond prices and yields move in
opposite directions.

On Friday, the yield on the
10-year paper closed at 7.58%.

RBI announced the rate hike
after the market hours and
auctions of three government
bonds, raising Rs10,000 crore.

Finance minister Pranab
Mukherjee said the RBI meas-
ures “are desirable given that
core inflation has risen and
credit situation is tight” . It is
“good that RBI has not raised
cash reserve ratio (CRR)” of
banks.

RBI had earlier raised banks’
CRR, or the portion of deposits
that banks need to keep with it,
by one percentage point in two
stages, but has refrained from
raising it further this time as
there is not enough money in
the system.

In fact, RBI has taken quite a
few measures to infuse liquidi-
ty in the system in the past one
month.

The market was expecting a
hike in policy rate as wholesale
price inflation jumped to
10.2% in May and is expected
to rise even further following
the government decision to
deregulate petrol prices and
raise diesel, kerosene and
cooking gas prices. The growth
in industrial production has
also been very high, signalling
the robustness of economic re-
covery.

“Although entirely justified
in terms of long-term fiscal
and energy conservation ob-
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The central bank hikes
repo and reverse repo
rates to5.5%and 4%,
respectively; will revise
growth projections too

ENERGY DEAL

RNRL toconsider
merger with R-Power
BY AVEEK DATTA
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The trading firm at the heart
of the gas dispute between

Mukesh and Anil Ambani
could soon cease to be an in-
dependent entity, with the
boards of Reliance Natural Re-
sources Ltd (RNRL) and Reli-
ance Power Ltd (R-Power) in-
forming the stock exchanges
that they would meet on Sun-
day to discuss a merger. Both
companies are controlled by
Anil Ambani.

The proposed merger is a
fal lout of the Supreme Court
judgement of 7 May that said
that natural gas was a nation-
al asset and which struck
down a family agreement be-
tween the Ambani brothers
that would have given RNRL
access to gas from the fields
operated by Mukesh Ambani-
led Reliance Industries Ltd
(RIL) at a discount to the price
mandated by the government.
RNRL was to procure the gas
for power plants being set up
by R-Power.

Analysts said RNRL had little
choice but to merge with its
sister company since the gov-
ernment has made it clear that
an entity receiving gas should

have a power plant, which
RNRL doesn’t.

“The original purpose of
RNRL was to get gas from the
KG basin at a subsidized rate.
Since that has been disallowed
by the court, the sanctity of
RNRL’s existence was in ques-
tion,” said an analyst with a
domestic brokerage firm who
spoke on condition of ano-
nymity. The KG basin refers to
the Krishna-Godavari gas
fields operated by RIL.

A spokesperson of the Reli-
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VERDICT FALLOUT

THE NEWS

Boards of Reliance Power and Reliance 
Natural Resources will meet on Sunda y 
to consider mer ger of the t wo.

THE BACKGROUND 
As per a Supr eme Court directive, 
RNRL has signed a ne w gas supply 
pact with Muk esh Ambani's R eliance 
Industries. The t wo were in a disput e 

over the t erms on which the la tter was 
to supply gas f or R-Power's plan t in 
Dadri.

THE IMPLICA TION 
Since the court upheld the go vt's 
position tha t the company receiving 
the gas should o wn the po wer plan t, 
RNRL, a gas tr ading company, has 

no busines s model an y longer .

SUCCESSION PLANS

Premji andSon inWiproreport
BY VENK ATESHA BABU &

K . RAGHU

·························
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Premji asks Premji a ques-
tion on succession plan-

ning and the answer is, er, vin-
tage Premji: “ ...in terms of our
succession planning is that ev-
ery position we have to have at
least three successors to that
position—one on immediacy
basis, one within one-two
years and one within two-four
years. And we get into a lot of
depth vis-a-vis the track record
of candidates with respect to
the candidates put up for suc-
cession. And this applies to my
position too.”

This, and not the numbers,
is probably the highlight of the
latest annual report of Wipro
Ltd. I f the report i s any i ndica-
tion, then, three years after he
joined the company, Rishad
Premji, 33, the elder son of
Azim Premji, 64, the chairman
and single largest shareholder
in the firm, is slowly but surely
coming into his own.

Rishad Premji is currently a
general manager in Wipro’s in-
vestor relations division and
reports to Rajendra Kumar
Shreemal, who heads the func-
tion. The annual report for fis-
cal 2010 of Wipro carries an in-
terview of Azim Premji con-
ducted by Rishad Premji and
Shreemal. It is accompanied

by a photograph of the two in-
terviewing the chairman.

If Mint is making much of
this, it is because Wipro has
usually been reluctant to show-
case Rishad Premji. The cho-
rus of choice used to be that he
was just another employee
working in a position and a
level that befits someone of his
qualification and experience.

The company played down
Rishad Premji’s appearance in
the annual report too. “The
chairman has repeatedly reit-
erated that ownership and
management are two separate
things. Like any other position,
we have succession planning
in place for everybody, includ-
ing that of the chairman,” said

Pratik Kumar, corporate vice-
president for human resources
at Wipro.

Rishad Premji has an MBA
degree from Harvard Business
School and joined Wipro on 18
July 2007 in the banking, fi-
nancial services and insurance
(BFSI) business after working
with GE Capital and Bain and
Co. “He was very interested in
the security vertical of our
BFSI practice and was involved
in a couple of key mergers and
acquisitions activities, includ-
ing the acquisition of Gallagh-
er Financial Systems Inc. in the
US,” said a senior official of the
firm, who did not want to be
identified given the way Wipro
views succession. The execu-

tive added that Rishad Premji’s
appearance in the annual re-
port is one way to make him
known to the larger sharehold-
er community of the firm.

The biggest shareholder in
the company knows Rishad
Premji very well indeed; the
Premji family owns just under
80% of Wipro. Perhaps because
of that, there has always been
considerable interest in the ca-
reers of Rishad Premji and his
younger brother Tariq Premji ,
who works with Azim Premji’s
personal investment firm,
PremjiInvest.

“There are two messages
here: He needs to show the
face of his son, partially first
and then fully to his other
shareholders and employees.
To tell that he is equally com-
petent for a larger role and he
is being groomed. And by say-
ing that there is a three-tier
succession plan, Premji is also
saying that there is equal op-
portunity for an employee to
ascend to the top,” said Sunil
Goel, director at GlobalHunt
India Pvt. Ltd , a New Delhi-
based executive search firm.
“That is giving an incentive for
executives to perform.”

A former senior Wipro exec-
utive, who used to directly re-
port to Azim Premji (called
AHP by insiders), said: “Seri-
ously nobody believes that
Rishad is just one more em-
ployee. But to his credit Rishad
is a chip of the old block, both
shrewd and a quick learner. He
is being rotated among various

TURN TO PAGE 2®

HSBCtobuy
RBS’ retail
assetsinIndia
BY ANITA BHOIR
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H ongkong and Shanghai
Banking Corp. Ltd

(HSBC) is set to acquire the re-
tail, and small and medium
enterprises (SME) business of
Royal Bank of Scotland Plc
(RBS) in India for a premium
of $95 million (Rs444 crore)
over the net asset value of the
business, which has not been
set yet. The price will be sub-
ject to clawbacks depending
on losses in unsecured lending
in the two years after the deal
is completed.

“The acquisition, which is
subject to regulatory approv-
als, is expected to complete in
the first half of 2011,” said
HSBC in a media statement.
RBS is present in India through
its acquisition of ABN Amro
Bank NV’s Asian operations in
2007.

RBS’ retail and commercial
banking businesses in India
currently has 1.1 million cus-
tomer relationships, served by
at least 1,800 staff through 31
branches. The employees will
be transferred to HSBC after
the deal is closed, said RBS in a
press statement.
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Larger role: Rishad Premji, the elder son of Wipro’s Azim Premji. He is
currently a general manager at the firm’s investor relations division.
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[There is] a daunt ing l ist  of  
chal lenges (m any of  them  
pol i t ical). [But] they can be 
m et... We can succum b to 

cyn icism  that  ensures 
noth ing w il l  happen. Or  
w e can m ake i t  happen. 

The choice is ours to m ake 
and pursue.

PERCY MISTRY

Like the crisis of the 1960s that 
led to agricultural reforms and 

the one in the late 1980s that led 
to economic liberalization, this 

crisis should be used for another 
reboot of the Indian economy.

Our macro-economic policy
framework places too much 

emphasis on supply, even though
it’s clearly a lack of demand that 

ails the economy, and this 
anomaly needs to be fixed.

Q U I CK  R EA D

SUSHMITA BOSE “Earlier, when my maid called in sick and I
didn’t want to order in, I’d make something
basic to see me through: two-minute noo-
dles, eggs and toast, at best dal and rice. But
now, with the corona continuum, I’ve
decided to hone my skills and eat well—who
knows how long this will go on for? I’m mak-
ing a chicken pot roast today. And guess
what? I’m toying with the idea of baking
bread, I watched an online video—it seems
fairly doable.”

Across genders, recipes are being
exchanged on WhatsApp (lost count of the
number of how-to methods I’ve written
down and despatched, prompting friends to
exclaim “Dude, you should totally do a
blog!”), YouTube cooking tutorials are
“most viewed”, and there are gloomy pre-
dictions being made about the future of res-
taurant and delivery segments.

Now, the question is: As and when the
(justifiably real) corona scare dissipates, will
we revert to the gastronomic order of yore
we inhabited a few months ago?

Probably not.
Cooking at home, I suspect, has become

like the Stockholm Syndrome. We’re loving
it even as we realize it is holding us hostage
inside the scullery.

when I order food in, I find it unpalatable,”
she began. 

“I know what you mean,” I interrupted
immediately. “I feel the same—like I know
I can make much better rajma or my meat is
way more tender and flavourful.” Other
than the fact that I/she/we don’t create an
oil slick when I/she/we cook.

Social media has been an ego booster.
Our posts showcasing what we’ve cooked
ourselves garner at least double the likes
and comments than stylised, prop-en-

hanced photos from fine
dining restaurants.

For aeons, Indian men
have been judged for
their lack of epicurean
inventiveness. But my
single male friends, who
had, in pre-corona times,
relied heavily on the
good offices of sprightly
maids, are now having to
contend with chopping/
cutting, securing gaskets
inside pressure cookers
and tempering oils at
specified temperatures.

One of them told me,

I was told firmly. “You’re a disaster when it
has to do anything with the kitchen.”

Well, I’m having the last—at times mirth-
less—laugh because not only am I solidly
entrenched in cooking quarters these days,
I am reportedly displaying signs of having
inherited my maternal grandmother’s
genes—the one who used to be a master chef
long before the term was bandied around
like essential services.

Other than being a late bloomer in the
area of culinary arts, there’s been another
positive. I am less of a
waster, less inept with
leftovers. For a very self-
ish reason (how I wish it
was because I ’m now
more mindful and there-
fore more conscious of
issues like hunger and
deprivation): I realise I
don’t want to junk food
that I’ve put my heart
and soul into.

On a long call with a
former colleague, we
talked of how the story
has changed. “For start-
ers, on the off-chance

being insanely “woke”, this was it.
I remember sitting in a taxi on my way

back from work every evening, sifting
through dinner suggestions on various
food-ordering apps, and asking myself,
“What’s it going to be tonight: those mini
idlis smeared with ghee, or that meal box
from the pan-Asian joint, or a thin-crust
pizza?” Most times, I would order en route
itself, so I’d get the delivery within minutes
of reaching home. For next day’s lunch, I’d
either store the leftovers (rare, would usu-
ally toss them), or, more fittingly (aka, stay-
ing abreast with the trend), use one or the
other app to place a fresh order.

I had a supermarket right below my
apartment, flush with enticingly fresh vegg-
ies, seasoned spices and exotic grains. Cook-
ing would have been a piece of cake, but I
couldn’t be bothered. There was an easier,
lazier way out.

That’s how it used to be once upon a time.
These days, I wake up and one of the first

things I think of is: What will I be cooking?
I rewind to the time I lived with my par-

ents—for almost half my life. I wasn’t
allowed inside the cooking chamber; I’d
usually create a mess, break stuff, even came
close to starting fires a few times. “Stay out,”

A
s a journalist and editor, research/
studies/ findings on urban (and
urbane) eating habits had always fas-

cinated me. There were so many story ideas
that would emerge from these bodies of
work. One that could be revisited over and
over again—beefed up with new findings
every other day—was how we, as a species
experimenting with diets dating back to the
Palaeolithic age, had almost stopped cook-
ing at home altogether. 

“Latest stats indicate an average house-
hold now eats outside food five times a
week.” Or “10 times a week”—yes, I was
actually quite worried when I came across
that nugget pertaining to one of the largest
dining capitals in the world. Spared a
thought for what such a denouement was
doing to general health and wellness
(another story idea). Even if there was no
time to eat out, ordering in or takeaways
were top of the menu.

If there was ever a culinary equivalent of

At the whisk of a ladle, we’ve all become home chefs now

is a journalist, editor and 

the author of ‘Single In The 

City’.

As a species experimenting 
with diets dating back to the 

Palaeolithic age, we had almost 
stopped cooking at home, 
thanks to the utter ease of 

ordering food in.

With the corona continuum
and social media as an aid, 

culinary skills are being honed 
even by the kitchen-challenged  
and the pre-covid gastronomic 
order seems unlikely to return 

Q U I CK  R EA D

THE NEW NORMAL

Get Stock Market Updates from Telegram app: https://t.me/KittusWealthJourney
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