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Last week, a tec-
tonic plate shifted. 
For the first time 
since 1917, the US 
was downgraded 
from AAA to AA 

by Standard & Poor. The quake 
may have been located across the 
Atlantic Ocean but it signals a tsu-
nami warning for the world. The 
aftershocks have rocked stock, 
commodities and currency mar-
kets. The riots in London have rat-
tled regimes across Europe strug-
gling to contain the contagion of 
debt. The threats of political crises 
and possible downgrade from AAA 
status are new variables. It is not 
just borrowers who are under fire. 
Lenders too are feeling the heat. 
The hammering of bank stocks—
Citibank, BofA, SocGen who hold 
sovereign bonds —is illustrative 
of the fragility of the global archi-
tecture.

As with the geological avatar, 
the tidal effects of this eco-quake 
are bound to impact the Indian 
economy. You would imagine an 
event of this magnitude would 
provoke a discussion in Parlia-
ment. No. The temple of democ-
racy was too engrossed in stag-
ing the theatre of the absurd. 
There was no debate, no discus-
sion and even the one zero-hour 
mention was a caricature of 
political thought. If the politi-
cal parties believe this is not an 
event worth their attention, then 
we need no further proof that 
our desi politicians are dwelling 
in delusion.

Just do the math. The total 
income of the world is roughly 
$63 trillion (WB/2010). The US 
accounts for 25 per cent or $14.5 
trillion. The European Union ac-
counts for $16 trillion and Japan 
$5 trillion. The US has to raise 
an additional $2 trillion to keep 
its systems running; simmering 
politics threatens to unravel any 
plan the EU might concoct to 
manage the debt contagion; and 
Japan has been struggling even 
before Fukushima. Juxtapose this 
into a business equation. The US, 
the largest consumer, is struck by 
what is described as a liquidity or 
cash flow problem. The EU has 
a solvency problem; four of its 
members are bankrupt. Do the 
arithmetic and you realise that 
between them, the US, EU and 
Japan add up to $35-plus trillion 
or 60 per cent of global GDP. In 
short, the three largest consum-
ers in the global economy who 
account for more than half the 
global GDP are in deep trouble.

Momentum in physics or 
economics is the outcome of mass 
into velocity. If 60 per cent of the 
mass is decelerating, can India 
be unaffected? The US owes for-
eigners $4.5 trillion—four times 
India’s national income. Debt is 
now a four-letter word. The cri-
sis of debt is the consequence of 
living beyond means. Not unlike 
India. Government borrowings 

have shot up five times to Rs 
417,128 crore in seven years, of 
which Rs 267,986 crore goes to 
pay interest. The political class 
has legitimised the funding of 
private political ambition with 
public resources in the name of 
alleviating poverty. Every day, 
the government borrows around 
Rs 1,100 crore of which over Rs 
700 crore goes in interest costs.

If India has managed to stay 
out of trouble, it is explained by 
a unique situation. Unlike the 
EU economies and the US, gov-
ernment of India borrows from 
Indian savings. But savings re-
quire growth. The slowdown 
in the economy is the price for 
political profligacy. Thanks to 
inflation, the RBI has hiked pol-
icy rates 11 times since January 
2010. Interest rates—yesterday 

HDFC Bank hike PLR to 18.5 per 
cent—are higher than they were 
in 1996. And the stress of high 
interest costs is visiting the bal-
ance sheet of banks. Earlier this 
month, ICICI had to take a stake 
in debt-laden telecom outfit. On 
Monday, rating agency Moody’s 
took a negative view on the expo-
sure of public sector banks—SBI, 
PNB, BoB, BoI, IDBI, OCB—to 
Air India which is losing around 
Rs 25 crore a day. And we are yet 
to ascertain the impact of the cri-
sis on companies who borrowed 
in dollars to acquire overseas 
assets betting on the India Story.

India Inc is overleveraged in 
hope and could be laid low by po-
litical failure. It is estimated that 
over $33 billion worth shares are 
pledged with banks as collateral 
by promoters. S&P’s Indian arm 
Crisil has reported defaults by 
43 companies between April and 
June, and expects more defaults 
and downgrades ahead. And 
these are symptoms of a larger 
malaise. Very simply, both the 
government and private sector 

are over-leveraged which will 
unravel rapidly in a crisis.

The Indian political class and 
policy wonks are sanguine in 
their assessment of an India in-
sulated from the fire in the prai-
rie. They would do well to recall 
that GDP growth dropped to 5.4 
per cent from 9.3 (YoY) after 
the crash of 2008. It is true that 
India is largely a domestic econ-
omy and exports account for just 
20 per cent of GDP. But it is also 
true that India doesn’t export 
enough to pay for its imports. If it 
wasn’t for the remittances, India 
could have been knocking at the 
doors of lenders. A global slow-
down will hit India. Sure, the fall 
in prices of commodities will help 
but the advantage accrues only if 
output and consumption grow. 
Yes, any assessment must factor 

the positives of domestic market 
and the demographic dividend. 
But domestic consumption is 
not a given. It requires growth 
in investment, job creation and 
incomes, ergo demography is 
not destiny. 

It is entirely possible that the 
unity of purpose which defines 
political economies of the West 
will gather force, unleash an-
other round of fiscal stimulus to 
engineer growth. Keynesian eco-
nomics could be re-resurrected. 
India can yet convert the chal-
lenge into an opportunity. Money 
chases returns and India has the 
size and potential to deliver it if 
the cobwebs of political sloth that 
shackle the economy are cleared, 
if the case by suitcase paradigm 
is dismantled. But the political 
class will need to shift focus from 
personal ambition to public aspi-
rations. Demography could yet 
deliver India its long promised 
tryst with destiny.

Shankkar Aiyar, senior journalist 
on sabbatical, specialises in 

the politics of economics
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The sudden spurt in NATO/ISAF casualties in 
Afghanistan is an ominous sign ahead of the 
planned troop withdrawal. In the short space 
of this month, the number has touched 50 
deaths for the NATO/ISAF combine. Thirty 
of those were the result of the Chinook heli-

copter being brought down last Saturday, the deadliest single 
incident in the decade of operations in Afghanistan. This was 
followed by numerous roadside bombs claiming more casual-
ties, the ubiquitous improvised explosive device.

In the Kashmir Valley, the Indian Army’s counter-insur-
gency operations in the early years were frequently hit by 
the proliferation of IEDs. And the same IED machine is 
claiming similar tolls in Afghanistan. The Indian Army had a 
smaller area of operations, of course. A luxury not available 
in the vast moonscape of Afghanistan, particularly its east-
ern and southern provinces. It is in these provinces where 
the Western soldiers and their allies of the Afghan National 
Army (ANA) meet the deadliest challenge facing them. 
And it is on account of the conditions prevalent in these 
districts that the Taliban claim ascendance, causing saliva-
tions across the border in Pakistan.

Casualties are an unfortunate truism of military opera-
tions. There is no such thing as a flawless, and casualty-less, 
military action. Even the best of preparations cannot ac-
count for bad luck, an accident, or sheer chance, in a mili-

tary encounter. And that is 
precisely the reason why inci-
dents like the Chinook com-
ing down happen. Using the 
most sophisticated of tech-
nologies available, there is 
always the chance that some-
one will be able to pull that 
lucky shot. And that is what 
happened with the very basic 
rocket propelled grenade 
finding its target in the Chi-

nook, killing 30 Special Forces soldiers, Afghan and of the 
US. Subsequent radio intercepts will give a clearer picture 
about the operation, and who pulled a lucky one, and who 
proved out of luck that night. What such actions elaborate 
is a picture that is emerging, albeit hazy. 

Even as the US talks with the Taliban, and encouraged in 
the process by the Afghan government, there is a require-
ment for military operations to continue. The Taliban needs 
to engage in direct or covert operations since that keeps 
their profile high in the minds of the people. The messag-
ing sought is that of a fighting force capable of taking on 
and inflicting casualties on the NATO and ISAF. Direct ac-
tions like the Chinook downing, and the IED deaths sub-
sequently, only help their argument among the watching 
public. For the NATO/ISAF combine, and the Afghan Na-
tional Army, it is equally a question of getting its message 
across. One that suggests that the fight is not over with the 
Taliban insurgents, and it will only be called over when the 
various coalition partners decide.

Even as the mounting casualties take a toll on domestic 
perceptions in the Western countries, the resolve to take the 
fight to the Taliban remains key to the eventual outcome 
of the conflict. In that, the key role to played is that of the 
Afghan National Army. It is a fledgling and remodelled 
fighting force, but it suggests a keenness for combat. Its ef-
ficacy has only lately begun to be tested, and the signs com-
ing out of the combat zone suggest a willingness to fight for 
freedom. Having seen the horrors of Taliban rule, a ma-
jority of the Afghan people do not want their lives to be 
turned around by a few centuries. They will resist the Tali-
ban type of rule, and in that their resolve is mirrored in the 
will of the ANA. The more the ANA takes over combat roles, 
even under the shadow of a NATO/ISAF presence, the 
greater its efficacy in providing an Afghan solution to the 
crisis. And ultimately it is the emergence of an Afghan 
solution that will pave the way for peace in a country that 
has lost generations to conflict.

  The writer is a political analyst and security expert

The Foreign Universities (FU) Bill raises many 
questions with regard to its necessity, timing, im-
plementation, global trends, etc. Such questions 
are in search of answers and here are some. 

International students constitute an integral 
part of a country’s economic and intellectual growth. The 
UNESCO Institute for Statistics’ international student count 
of 3.6 million is 75% more than year 2000 levels. The Higher 
Education Strategy Associates (HESA), a leading Toronto-
based educational research firm published a report focusing on 
higher education in “G-40” countries which account for over 
90% of global enrolments. It reported that globalisation influ-
enced higher education in 2010 and many students travelled 
abroad to study despite the economic crisis. Many universities 
and governments have intensified their internationalisation 
efforts to gain prestige and profit from new markets. British 
Prime Minister David Cameron in an interview at a university 
in Beijing admitted tuition fees for British students have been 
increased to keep the cost down for foreign students.

The economic value of international students is gargantuan. 
According to the Institute of International Education, the an-
nual value of the US economy is estimated to be $20 billion 
and close to £12 billion for the UK. At $18 billion international 
education is Australia’s third highest export and in Canada it is 
estimated to be $7.5 billion. With high economic stakes, inter-
national education is becoming competitive economics.

HESA’s report analysed the trends in tuition fee and student-
aid policies of all the 40 countries. Countries like Pakistan, Ar-
gentina, Brazil, Colombia, Egypt, Mexico, Turkey, Nigeria, etc. 
have no change in tuition fees. These are not the fire-cracker 
countries in the exploding inter-
national higher education export 
market. The report puts the US, 
UK, Australia and Canada in the 
‘small to big tuition fee increase 
category’, thanks to policy deci-
sions like the UK’s Browne Re-
view Report (2010) and Obama’s 
$89 billion budget cut. Massive 
protests and student unrest of 
unprecedented nature resulted 
in London police kettling and US 
police pepper spraying. These de-
funding and tuition hike may promote new marketing ideas by 
foreign universities to attract international students. The FU 
Bill needs to be viewed with this background. 

The HRD ministry believes foreign education providers will 
enhance non-public investment, forgetting that 85% of Indian 
higher education is offered by private providers in the absence 
of an academic-level playing field despite loans to such institu-
tions not being prioritised by RBI. The ministry hopes that for-
eign universities will improve research and innovation, conve-
niently forgetting the absence of a world-class research policy 
for Indian institutions to demonstrate their full potential. 

The HRD ministry puts the total expenditure by Indian stu-
dents abroad $5.5 billion while Assocham over-estimates it to 
be $10 billion, with a puerile belief that allowing foreign uni-
versities will reduce the outflow by $7.5 billion. Public opinion 
is also equally distorted and believes that foreign universities 
will stop Indian student outflow. The financial stress faced by 
foreign universities, especially the US and the UK, resist them 
from offering post-graduate programmes in India. Foreign 
universities cannot afford to risk their biggest revenue spinner 
as majority Indians enrol for post-graduate education abroad. 
Just as a strong Chinese Yuan is encouraging more Chinese to 
go abroad, if economic wisdom prevails at the policy-making 
level allowing rupee to strengthen, more Indian students will 
still prefer foreign destinations. 

Solutions to MHRD: A 10-year plan for premier Indian 
institutions, public and private, to conduct high-end research 
in a level-playing field without unreasonable bureaucracy and 
regimental regulations. Accelerate investments and spur qual-
ity indigenous growth by bringing lending to accredited insti-
tutions under priority sector. Allow more than 50-year-old 
accredited foreign universities to offer only Ph.D and post-
graduate courses for the first 10 years with their own faculty 
without repatriating funds in any form (not only surplus). This 
shall test the genuineness of foreign universities and also aug-
ment the Indian faculty crisis. Conduct studies on the experi-
ences of countries that allowed foreign universities. 

Result: Conditional visa for foreign universities in India!
The author is IOB Chair Professor of Management and 

Dean-Planning & Development, SASTRA University. 
E-mail him at vaidhya@sastra.edu. 

Afghan National Army 
Must Play Bigger Role

Foreign Universities 
Are Not the Answer

MANVENDRA SINGHPERISCOPE

THE MORE THE 
AFGHAN NATIONAL 
ARMY TAKES OVER 
COMBAT ROLES, THE 
GREATER ITS EFFI-
CACY IN PROVIDING 
AN AFGHAN SOLUTION 
TO THE CRISIS.

RIGHT ANGLE    S VAIDHYASUBRAMANIAM

MONEY CHASES RETURNS AND INDIA HAS THE SIZE 
AND POTENTIAL TO DELIVER IT IF THE COBWEBS 

OF POLITICAL SLOTH THAT SHACKLE THE ECONOMY 
ARE CLEARED, IF THE CASE BY SUITCASE 

PARADIGM IS DISMANTLED.

Manmohan’s UPA 
Clueless, Comatose

The past two weeks in Parliament have been disas-
trous for both Prime Minister Manmohan Singh 
and the UPA Government he leads. The chaos in 
the House also exposed the internal weaknesses of 
the Congress Party in handling the business of gov-
ernance. The politics of confrontation has led to a 
complete breakdown of dialogue between the ruling 
party and the Opposition. Moreover, it also exposed 
the truth that the recent Cabinet reshuffle hasn’t 
made the Government more effective. The Congress 
was fighting a lonely battle, with its allies sitting on 
the fence and letting it suffer political humiliation. 
The Government failed to get even three of the 35 
bills listed for Parliament’s approval passed. The 
Prime Minister had to skip the session for a day after 
coming under relentless opposition fire. He was rely-
ing on the team of three Cabinet colleagues headed 
by Parliamentary Affairs Minister Pawan Bansal, to 
ensure smooth sailing in the House. But not one of 
them could strike a deal with an unusually aggressive 
Bharatiya Janata Party, or strategically divide the 
opposition to rescue the Government from periodic 
embarrassment in both Houses of Parliament. Over 
50 per cent of the total Parliament time was lost 
in boycott, filibustering and adjournments. Sonia 
Gandhi and Rahul Gandhi’s absence made life even 
more difficult for the Prime Minister and his trusted 
colleagues. While the young ministers were missing 
in action, the confrontationist approach of the senior 
ones made communication with the opposition dif-
ficult. The premier seemed clueless; for example, he 

would spot a minister he believed could open infor-
mal talks, either with the BJP or non-saffron parties, 
to end the impasse, but he would hesitate to take the 
matter forward being unsure of the political implica-
tions of involving senior ministers like Sharad Pawar 
or Trinamool leaders. Finally, the hapless Manmohan 
turned to Finance Minister Pranab Mukherjee as 
usual, to contact and plead with the BJP leadership 
and others to let the Government get some of its 
legislative business done. Pranabda walked the whole 
mile, but he wasn’t successful. Now, the trapped 
Prime Minister has initiated a search for a new set of 
troubleshooters who will save him from the trouble-
some Opposition in Parliament. 

And the Babus are Infected Too
Troubles for the UPA Government never seem to end. 
Most of its ministers are unable to take decisions be-
cause senior civil servants are avoiding putting files up 
to their ministers. Even the agenda for Cabinet meet-
ings is prepared at the last minute. There appears to 
be an informal agreement among top babus that they 
would only follow instructions and not take the initia-
tive. Moreover, upright and efficient officers based in 
various states are unwilling to come to the Centre. All 
of them are particularly peeved over the inability of the 
political leadership to protect them from over-active 
and coercive investigative agencies and Comptroller 
and Auditor General of India reports. Earlier, CAG 
reports were filed away, after submitting an Action 
Taken Report. Now, adverse reports involving even mi-
nor procedural delays are referred to the CBI, or other 
agencies, for scrutiny and possible prosecution. Due to 
bureaucratic inaction, many infrastructural projects, 
important policy decisions and even proposals for for-
eign direct investment are not being processed. Babus 
are now passing the buck to the Empowered Group of 
Ministers with the message: take it or leave it.

Can the PM Hold the Fort?
Prime Minister Manmohan Singh will be the first 
non-Gandhi Prime Minister to address the nation for 
the eighth time from the ramparts of the Red Fort. 
Before him, Atal Bihari Vajpayee had the privilege 
of making six speeches. But the record is still held 
by Jawahar Lal Nehru and Indira Gandhi who made 
17 and 16 speeches each, from the Red Fort. Both 
would speak extempore while Manmohan Singh still 
reads from written notes. And that has posed fresh 
problems. For the past two weeks, officials from the 
Prime Minister’s Office have been seeking inputs 
from all the Union ministries to draft a speech that 
would restore Manmohan’s credibility and re-estab-
lish his authority. Since his last speech on August 15, 
2010, Manmohan has suffered a severe blow to his 
personal reputation, thanks to various scams. His 
last seven speeches dealt with predictable subjects 

like agriculture, terrorism, infrastructure, North-
East, Jammu and Kashmir and the usual flattering 
references to the Gandhis and a Nehru. The Prime 
Minister’s unofficial think tank and aides have run 
out of ideas for a speech that would be an ideal mix 
of politics, economics, diplomacy and social issues, 
which will project Manmohan as a statesman and 
not just a UPA leader. This time around, he was ad-
vised to emphasise on his resolve to fight corruption 
and ensure a stable economy. The real challenge for 
PMO speechwriters, who are formulating the Prime 
Minister’s speech, is how to erase negative percep-
tion with an emotional outpouring of purple prose, 
from the mind of an economist-turned-politician.  

Union Cabinet Has MoS Hiccup
Some of the newly appointed Ministers of State (MoS) 
with independent charge are yet to understand the 
protocol involved in attending a Cabinet meeting. Ac-
cording to the rules, no MoS is expected to attend a 
meeting of the Cabinet, unless an item relating to his or 
her ministry is on the agenda. Once a decision on the 
item has been taken, the MoS has to leave the meet-
ing so that other MoSs may join. But for the past two 
meetings, newly appointed MoS Jayanthi Natarajan 
forgot to follow the format due to sheer ignorance or 
forgetfulness. She had been an MOS earlier too, but 
without independent charge. Now, after becoming the 
MoS with independent charge of the important Min-
istry of Environment and Forests, Jayanthi has been 
landing up earlier than necessary for Cabinet meetings, 
even if no matters related to her ministry are listed 
on the agenda. It was left to Finance Minister Pranab 
Mukherjee, with a polite signal, to remind her about 
procedures regarding participating in a Cabinet meet-
ing. Jayanthi would have been saved from the embar-
rassment if only the newly appointed Cabinet Secretary 
had given her a proper briefing.

PRABHU CHAWLA
RACE COURSE ROAD

REUTERS
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