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MY VIEW   |  ARTHANOMICS

MY VIEW   |  EX MACHINA

L
ast week, following on from a policy
paper that it had issued in January 2019,
the Reserve Bank of India (RBI)

released a document setting out the frame-
work it plans to adopt to authorize the estab-
lishment of new umbrella entities (NUEs) for
retail payments. Once in place, these newly
authorized entities will be able to operate
their own clearing and settlement systems;
establish new standards and technologies;
and develop innovative new payment sys-
tems that enhance customer access, conve-
nience and safety. All NUEs will have to be
interoperable with the National Payments
Corporation of India (NPCI)—the umbrella
entity that currently manages the entirety of
retail payments in India—but, somewhat
surprisingly, would also be allowed to set
themselves up as for-profit entities, and they
will themselves be able to participate in
RBI’s payment and settlement systems.

I had studied the policy paper when it was
issued last year and remember being sur-
prised that RBI was going down this path.

money to zombie firms. Three, all the 
material things needed for human sur-
vival already exist in abundance. It is 
only their distribution that is the prob-
lem. Four, large parts of the real output 
of goods and services are moving into 
the non-monetizable part of the econ-
omy, and hence disappear from GDP. 
The proverbial homemaker economy, 
where real services are provided with-
out showing up in GDP numbers, is 
now spreading beyond gender-based 
distribution of paid and unpaid work.

The last point can easily be demon-
strated in the world of media, where 
there is an organized sector with an 
advertising-driven business model. But 
this model is under attack from millions 
of “free” publications and blogs that 
individuals and non-profit micro-com-
panies produce. According to one esti-
mate, there are now more than 500 mil-
lion blogs that produce more than two 
million posts daily. Very little of this free 
output is showing up in GDP. Most large 
media houses have also become partial 
non-profit organizations, as 
they make much of their money from 
activities beyond their core business.

These observed facts point us in one
direction: that the new global economy 
will rapidly polarize between a market 
economy dominated by firms that pro-
duce goods and services efficiently, and 
a non-market economy that needs to 
exist so as to find “work” and distribute 
incomes or goods and services, almost 
like non-governmental organizations 
(NGOs). The market economy is reliant 
on the expansion of non-state services 
financed by profits or wealth generated 
within. In the years ahead, we will prob-
ably see a dramatic expansion of the 
non-market economy, something that 
free-traders and globalizers don’t seem 
to see as factors in their economic fore-
casts.

Today, many governments focus on
make-work (like our rural employment 
guarantee scheme) and income-distri-
bution schemes unrelated to work, from
a universal basic income to cash payouts 

of the kind the Narendra Modi govern-
ment is now making to farmers and 
female Jan Dhan account holders. 
Some of these are camouflaged as loans, 
which may soon go bad and need write-
offs and waivers. If we are asking corpo-
rates to compulsorily allot 2% of net 
profits to social activities, again this is a 
free income or services scheme. Zombie 
firms that exist only because of cheap 
liquidity are also non-profits kept alive 
for social and political reasons. The 
market economy may come to depend 
on the rapid expansion of such non-
government and zombie firms.

This means non-profits will be crucial
for social cohesion and harmony. As a 
corollary, governments need to make 
this sector more efficient and vibrant, 
and as deserving of deregulation as the 
mainstream corporate sector.

The number of non-profits is rising 
dramatically because of a huge unmet 
demand for public goods and services. A 
Central Bureau of Investigation survey 
in 2015 found there were more than 3.1 
million registered NGOs. The current 
number could be around 3.5 million. 
We have one NGO for every 400 citi-
zens. Most of them may be poorly run, 
with some even created for shady pur-
poses like money-laundering and vote-
buying. Since many NGOs exist only to 
achieve single goals—preventing pollu-
tion or saving wildlife—their activities 
could get in the way of profitable eco-
nomic processes. Despite the apparent 
legitimacy of anti-pollution concerns, 
the short-term outcomes can be eco-
nomically negative—as the closure of a 
Sterlite plant in Tamil Nadu shows.

However, there is little doubt that the
non-profit sector plays a huge role in 
the economy. It needs better regulation, 
enlightened leadership and greater pro-
fessionalisation to deliver healthy social 
and economic outcomes when the mar-
ket economy is failing to do its job. The 
NGO-ization of economies 
is irreversible. We should focus on 
making them more responsible and 
productive, and less obstructive.

T
he last quarter century, which
saw major economic crises every
few years, should be seen more as

a crash of the discipline of economics 
than anything else. The future we see 
around us tells us that global socio-
political-economic realities have 
changed, but economists are still 
wringing their hands in despair over 
the impending demise of free trade and 
the rise of protectionist policies. But 
protectionism isn’t a problem, it is a 
desperate remedy that accountable 
politicians have been eager to grasp, 
while unaccountable economic experts 
offer no better solution than the end-
less printing of money. Economists no 
longer seem to understand the complex 
realities engulfing us.

In a world where cheap capital-fi-
nanced technology is adding more to 
gross domestic product (GDP) than 
almost any other factor of production, 
we have to internalize some observable 
truths: One, human skills will always be 
trumped by machines. This implies that 
jobs depend on making human skills 
compatible with what machines and 
computers already do much better. 
Two, skill demand will be extremely 
polarized, with high demand for super-
skills, and low demand for middle skills, 
and reasonably high demand for easily 
learnable skills. This is the essence of 
our jobs crisis, and the solutions don’t 
lie in lowering taxes or providing cheap 

Prepare for the irreversible rise 
of non-profit activity everywhere
The non-profit sector deserves attention as its role in the economy looks set to grow dramatically

R. JAGANNATHAN
is editorial director, ‘Swarajya’ magazine

A
s the viability of India’s telecom
industry takes centre stage, 
the seemingly endless tryst of
mobile phone users with super-
cheap data tariffs may be nearing
an end. Sunil Bharti Mittal,

chairman of the country’s second-largest oper-
ator, Bharti Airtel, seemed to suggest as much 
on Monday. As reported, he described the con-
sumption of 16 gigabytes (GB) of data for just 
160 per month as a tragedy. He had a point. 

While wireless networks are costly to set up 
and run, nowhere else in the world does a giga-
byte beamed across pinch its recipient so 
lightly. According to a UK-based price tracker, 
1GB in India was selling for less than 10 cents 
this February, the lowest globally, followed 
closely by Israel, Kyrgyzstan, Italy and 
Ukraine. By contrast, the same cost $8 in the 
US, $1.4 in the UK, and 60 cents in China. 
Indian user charges have fallen about 70% 
since November 2018, when our tariff war 
intensified, the one set off by Reliance Jio’s 
2016 entry as a price warrior out to turn voice 
users into data consumers. It was a war of attri-
tion, leaving several operators badly strapped 
for resources. And that too, just as big money 
was needed for network upgradation to keep 
up with advances in a field that forms the sub-
stratum of a modern economy. If that wasn’t 
bad enough, a Supreme Court ruling last year 
landed another whammy, forcing operators to 
pay the government huge sums on a recalcula-
tion of their past-year dues under an old reve-
nue-sharing deal. The bill for all this will have 
to be borne by consumers, ultimately.

A significant part of the industry’s woes can
be attributed to what looks like an extractive 
approach adopted by the Centre. Last October, 

the apex court accepted the telecom depart-
ment’s  contention that telecom service pro-
viders had to pay a fraction of all their revenues 
even from non-telecom sources as licence fees 
and spectrum charges. For years, they had 
been paying only what their licences and air-
waves enabled them to earn, and were sud-
denly slapped with demands totalling about 
1.6 trillion. It was not just their own dues that 

were demanded, it turned out, but also of 
insolvent companies they had either acquired 
or used the airwaves of. Whether or not bank-
ruptcy processes had wiped the slate clean on 
spectrum liabilities has been under legal dis-
pute, and the apex court is now expected to 
rule on the matter. Its verdict would determine 
payouts by Airtel, which uses airwaves allotted 
to Aircel and Videocon, and Jio, which took 
over some of Reliance Communications’. 

With revenues restrained and operating 
costs bloating, survival has been difficult in 
this market. Just three private players are left: 
Reliance Jio, Bharti Airtel and Vodafone-Idea. 
Only the first two of these seem in a position to 
plough in the investments needed to revitalize 
telecom services in the country as new tech-
nologies emerge that promise to empower us 
in new ways. For this fresh capital to pay 
for itself, data tariffs must start rising. Mittal 
reckons that the average revenue per user 
must hit 300 per month, almost twice the 
current level. Reduced rivalry in the arena, 
however, must not tempt monopolistic pricing 
into play. Nor must users find that what they’re 
paying for is mostly thin air. In a country of 
high price-sensitivity, what the state charges 
for airwave usage should ideally be very low. 
As commerce goes online, such a cost advan-
tage could brighten our economic prospects.

India needs an upturn 
in telecom data tariffs

After the double whammy of a tariff war and a massive revenue-shar ing bill, the industry 

may have no option but to raise prices. For the economy’s sake, they must not go too high
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Every evil plaguing
Delhi right now,

from floods to dengue,
have been attributed
to Suresh Kalmadi
and company. This is in
addition to responsibility
for CWG troubles.

Yet, little is being said
about the private parties
involved. After all, it is
not Kalmadi who built
leaky stadiums and
third-rate swimming
pools. Several contractors
are party to the mayhem.

This is why the civilian
nuclear liability Bill is
so important. Currently,
the debate revolves
around the mechanics
of identifying liability
and quantifying
compensation. But
what about oversight?

The one lesson this
debate can glean from
Kalmadi is this: The
government has always
exhibited a spectacular
inability to manage
vendors. Contractors
are often engaged at
terms unfavourable to
the exchequer. But when
things go wrong they
quietly slink away into
anonymity behind Big
Mother, who forgives all.
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NUCLEAR LIABILITY

Govt climbs
downfor
Billpassage

BY L I Z M ATHEW

liz.m@livemint.com
·························
NEW DELHI

T
he Lok Sabha, the Lower
House of Parliament, on
Wednesday passed the

Civil Liability for Nuclear
Damages Bill 2010 with a voice
vote, after the government, un-
der pressure from the Opposi-
tion, effected a major climb-
down from its initial position.

India is now a step away
from a new legislation that will
put in place a compensation
regime that defines the liabili-
ties of private companies in-
vesting in the nuclear energy
sector—a law that many see as
a pre- requisi te for i nvestments
in the capital-intensive sector.

The legislation is crucial for
the operationalization of the
India-US civil nuclear agree-
ment signed between the two
countries in 2008 and to en-
able the US companies to do
nuclear business with India.
The Congress-led United Pro-
gressive Alliance (UPA) is keen
to have it in place ahead of
President Barack Obama’s visit
due in the first week of Novem-
ber. It wishes to sign actual
agreements with US firms dur-
ing that visit.

“The government has tried
to make the best of a bad deal.
I think we n eed to b e cautious,

wait to see how the Bill is re-
ceived by the suppliers. If the
response is not good then the
Parliament will have to recon-
sider the Bill,” said Naresh
Chandra, former Indian am-
bassador to the US.

But the passage of the Bill
through the Lok Sabha came at
a price.

The government accepted 18
amendments, including one
that trebles the liability cap on
an operator from ` 500 crore to
` 1,500 crore.

The Lower House cleared
the Bill after science and tech-
nology minister Prithviraj Cha-
van dropped the word “ intent”
from the legislation. The pro-
posal had limited the liability
by wording it as “act of suppli-
er or his employees done with
the intent to cause nuclear
damage”, which meant that
the government would have to
prove motive.

The Bill will now be sent to
the Rajya Sabha and once ap-
proved, will be forwarded to
President Pratibha Patil for ap-
proval before becoming a law.
The Bill was introduced in the
Lower House in April during
the Budget session and was
sent to the parliamentary
standing committee for scruti-
ny.

Rejecting the Opposition’s
allegations that the Bill was
aimed at benefiting US compa-
nies, Prime Minister Manmo-
han Singh said: “ I categorically
state that the Bill is a comple-
tion of a journey to end the nu-
clear apartheid which the
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The UPAaccepts 18
amendments, including
one that trebles the
liabilitycap onan
operator to` 1,500 cr

Exodusof
partners in
keyPwCunit
B Y U TPAL BHASK AR &

M ANISH BASU

·························
NEW DELHI/ KOLKATA

PricewaterhouseCoopers
Pvt. Ltd (PwC), the Indian

arm of global audit and con-
sulting firm, is facing signifi-
cant attrition in one of its key
practices with all but one of
the seven partners of its gov-
ernment reforms and institu-
tional development (GRID)
practice, leaving to join De-
loitte Touche Tohmatsu India
Pvt. Ltd, according to people
familiar with the development
who did not want to be identi-
fied.

“A few GRID executive di-
rectors have indicated they
would like to pursue interest
outside PwC. We are in discus-
sion with them,” a PwC
spokesperson said in an
emailed statement.

Those exiting the firm in-
clude the practice leader Veda-
moorthy Namasivayam. The
other six partners in the GRID
team are Amrit Pandurangi,
Latha Ramanathan, Vishwas
Udgirkar, Shubhranshu Pat-
naik, Debashish Mishra and
Kameswara Rao.

While the people familiar
with the development said Na-
masivayam and Pandurangi
have put in their resignation
letters, Mint could not confirm
this independently or ascer-
tain the identity of the other
partners who have resigned.

Namasivayam declined
comment, and Pandurangi
said the information was “not
true”.

GRID offers advisory servic-
es on energy, infrastructure,
state government reforms,
public finance and public sec-
tor restructuring.

More members, although
not partners, of PwC’s GRID
team could also join the exo-
dus to Deloitte soon, said one
of the people familiar with the
development. “A formal an-
nouncement is expected next
week,” this person added.

PwC has around 135 part-
ners spread across various
practices in India. According
to PwC’s spokesperson, the
GRID practice is part of the
firm’s advisory practice, which
has some 50 executive direc-
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McDonaldset toroll
out hisAmbani sequel
B Y V ARUN SOOD &

SATISH JOHN
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MUMBAI

I t was the m ost controversial
book about an Indian busi-

ness family not to be read in
the 1990s. And the author,
Hamish McDonald , is hoping
that he has better luck with the
sequel, Mahabharata in Poly-
ester: The making of the world’s
richest brothers and their feud.

New Delhi-based publisher
Roli Books Pvt. Ltd is to pub-
lish the book, a fact confirmed
by the firm’s director Priya Ka-
poor .

McDonald, a former Far
Eastern Economic Review jour-
nalist who was based in India,
started work on what was to
become The Polyester Prince, a
book on the late Dhirubhai
Ambani , with the sanction of
the Ambani family.

The author and the family,
however, differed on the ap-
proach and the book became
an “unauthorized” biography
of sorts. It was published inter-
nationally by Allen and Unwin
Pty. Ltd (Australia) in Septem-
ber 1999, and HarperCollins
secured the India rights for it.

The Ambanis didn’t think
the book would do them any
good and approached a court
in India against it. The court

sent a notice to HarperCollins,
which admitted before it that
the firm had no intention of
publishing the book in India.
Contrary to popular percep-
tion, there was (and is) no ban
on the book.

Internationally too, rights to
the book—a less than modest
success—reverted to McDon-
ald. In the mid-2000s, the
book’s fortunes saw a revival of
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New info: The book has 402 pages
against 273 of the earlier one and
theauthor says he has cut the
older material by around 20%.
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WHATFACILITATED
THEBILLPASSAGE
l Raising thecompensation
liabilit yof theoperator from
` 500croreto` 1,500 crore

l Increasing thetime limit
for victims toclaim
compensation from10
years to20years

l Making thesupplier
liabilit yprovisions
morestringent

Prime Minister
Manmohan Singh
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I f  you exclude 50% of 
the talen t  pool, i t ’s no 

w onder you f ind yourself  
in  a w ar  for  talen t .

THERESA J. WHITMARSH

is a partner at Trilegal and also 

has a podcast by the name Ex 

Machina. His Twitter handle is 

@matthan

If this is the real problem, one possible
solution might be to create a separate and
independent standards-setting body that is
tasked with coming up with the protocols
and standards required to foster innovation
in the digital payments space. This is how
most successful digital infrastructure sys-
tems work. Take the internet, for example.
The World Wide Web Consortium (W3C)
develops new standards for the internet that
are then adopted by various layers of the
infrastructure that the internet depends on
to function.

All I am suggesting is that we create a simi-
lar standards-setting body for digital pay-
ments in India. Any new standard that this
body creates will have to first be approved by
the NPCI, but then it can be rolled out
throughout the digital payments ecosystem.

This will free up the National Payments
Corporation of India to focus on what it, and
only it, can do—make sure that the Indian
digital payments system continues to work
smoothly.

At the same time, by establishing a neutral
and independent standards-setting body,
we can make sure that the system as a whole
in our country evolves in the best traditions
of digital infrastructure adopted anywhere
in the world.

one but multiple umbrella entities.
Having said that, there would be conse-

quences to letting NPCI be the only game in
town. Any sort of monopoly results in mar-
ket inefficiencies, and if we have just one
umbrella regulator, we will never be sure if
transaction costs are as low as they could be,

or if the variety of product
offerings available to us
could be better.

The way I see it, the real
problem is that the NPCI is
expected to both manage
the digital payments indus-
try as well as come up with
the frameworks necessary
to foster innovation. When
it had just a small number
products in its portfolio
(and far fewer market par-
ticipants to manage), the
NPCI was able to perform
both functions efficiently.

Now that more than half of the country’s dig-
ital payment transactions pass through its
pipes, the effort of just keeping the system
working seems to be taking a toll on its abil-
ity to develop the protocols and standards
that are needed to encourage innovation in
this boom sector.

is clear to me is that creating multiple
umbrella entities is not the answer to this
problem, particularly since the framework
document allows for NUEs to establish
themselves as profit-oriented entities that
can participate in the payments ecosystem.
How will an NUE be able to assure neutrality
when it has so much skin of
its own in the game?

And then there is the
question of whether the
trade-off is even worth it.
Replicating the NPCI infra-
structure will require heavy
investments, especially
because this time around,
we will need to ensure that
all the participants in one
NUE can seamlessly inter-
act with those in every
other. As much as it may be
technically possible to
make each umbrella entity
interoperable with every other, doing so
while still maintaining the security of the
underlying infrastructure is going to be diffi-
cult and expensive. And then there is the cost
of the additional regulatory burden that RBI
will have to shoulder, now that the banking-
sector regulator will have to manage not just

The NPCI is at the epicentre of the explosion
in digital payments in the country, and I
could not for the life of me figure out why the
central bank was trying to fix something that
was not broken.

But then, if you take a closer look at the
extent to which NPCI has insinuated itself
into the digital payments ecosystem, you
may begin to get a sense of what RBI might
be concerned about. Between the Unified
Payments Interface (UPI), Immediate Pay-
ment Service (IMPS), Aadhaar-enabled pay-
ments, Bharat BillPay, and all the other pay-
ment systems that it manages, 48% of all
electronic retail payments in the country
pass through the NPCI infrastructure. It is
not an understatement to say that when it
comes to payments, NPCI is the fulcrum
around which everything digital revolves.
That being the case, perhaps RBI’s concern
stems from having the operations of so much
of the country’s payment system concen-
trated in one entity.

But, surely, there is nothing wrong with
having all digital transactions flow through
a single entity—so long as that entity is neu-
tral. If the concern is technical, we could
build sufficient redundancy into NPCI’s
technical architecture to ensure that there is
no single point of failure in the system. What

Umbrella enti ties for  digital payments are on their  way 
RAHUL MATTHAN

If we create a 

standard-setting 

body for digital 

payments, we 

may be able 

to fast-track 

innovation
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