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Welcome move: Bankruptcy code will
help in swift redeployment of distressed
assets.

The adoption by Parliament of the bankruptcy code is a landmark development, for its intrinsic utility,
the bipartisan cooperation it embodies and the sterling work put in by members of the Joint
Parliamentary Committee.

Given the high level of bad debt on the books of India’s largest banks, which reflect companies in
distress that cry out for reorganisation or dissolution, India badly needs a legal framework for swift
resolution of corporate distress.

The code provides that. However, it will take time for the law to become operational: rules have to be
framed and a cadre of resolution professionals has to be brought into being, complete with a regulatory
framework. The government should work double quick on both tasks.

The joint committee of members of Parliament has made some sensible amendments. A substantive one
relates to cross-border assets of insolvent firms. As a result of the committee’s exertions, the new
bankruptcy code will have an enabling provision that allows the government of India to pursue assets
located in foreign jurisdictions. However, cross-border insolvency remains a contentious area.

India must pursue, with vigour, multilateral efforts to realise a universal approach to liquidation of a
multinational or transnational company, so that creditors around the world have proportionate access to
the proceeds of holistic resolution carried out in one jurisdiction. Such an ability to see a multinational
enterprise with diverse subsidiaries across the world as one entity, for tax and resolution purposes, must
figure high on the agenda of the G20, for example.

With the new law, the government hopes to reduce the time taken for resolution to less than two years.
This paves the way for removing an egregious violation of the principle of limited liability in India’s
loan covenants. Banks insist on personal guarantees of loans by directors.



This inhibits entrepreneurship but has been tolerated as the only check on promoters’ tendency to abuse
legal delays. If the code abolishes delay in resolution, banks should dispense with personal guarantees as
well.

We need national water law to deal with
crisis situation

Two successive deficient monsoons seem to have much aggravated water stress nationally. Reports
suggest severe water scarcity across regions. To tide over a crisis situation, plan for the medium term
and well beyond, we need proactive policy with a particular focus on governance of water resources, and
work out the ways and means to step-up water services across the board. In tandem, we need a central
law to bring coherence and force to what remains a largely uncoordinated and ad-hoc water policy.
Huge benefits would flow from focused national policy attention.

As a recent working paper put out by Niti Aayog reiterates, India accounts for about 17% of the world’s
population but a mere 4% of world freshwater resources. Worse, the distribution of our water resources
is hugely uneven. As the mavens note, there is wide temporal and spatial variation in availability.

The paper adds that the global norm is that a country is classified as water-stressed if per-capita water
availability falls below 1,700 m3, and water-scarce if the figure dips below 1,000 m3. And with 1,544
m3 per-capita availability, India is already waterstressed and moving towards scarcity.

The figures suggest that farming consumes 84% of the total water available, industry 12% and domestic
usage for the rest 4%. Also, the Niti paper notes that we in India use 2-4 times more water to produce
one unit of major crops, compared to the other main farming nations like China and the US. We need to
raise water use efficiency.

The way ahead is to shore up water efficiency by diffusing various water husbanding solutions in the
field that can be participatory and rewarding at the community level. And, in parallel, there’s the need to
innovate and germinate seeds that are less water-intensive.

Next, we need to optimise and rationalise the sunk costs (read: investments) in our irrigation
projects. The fact is that grossly inadequate maintenance of the existing irrigation infrastructure pan-
India has resulted in a huge wastage and scandalous underutilisation of available resources.
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True, close to 55% of the current area under cultivation is not covered by irrigation. But note that India’s
irrigation potential from myriad major, medium and minor projects was already about 113 million
hectares by the end of the 11th Plan period. The figure amounts to 81% of India’s ultimate irrigation
potential estimated at 140 million hectares.

So, the scope for expanding the irrigation potential on a large scale going forward is rather limited. It
follows that the marginal utility of improving utilisation of irrigation potential would be massive indeed.
Hence the pressing need to boost irrigation command area development programmes, and to revamp
attendant institutional and governance structures. Besides, given our highly seasonal rainfall, with 50%
precipitation falling in about 15 days, we need low-cost local measures for water storage and
groundwater recharge.

There is excessive and unsustainable reliance on ‘mined’ groundwater. It has meant fast-dropping water
tables and depleting aquifers. Perverse incentives and reckless populism like gratis power have meant
that groundwater is the main supply source in over 60% of the irrigated area. Also, 80% of domestic
water supply now comes from groundwater, more as a coping mechanism given the widespread
mismanagement and illmaintenance of piped water supply.

India’s rising urban population would, in effect, compound the problem. Groundwater, from a policy
perspective, is still essentially perceived as individual property, never mind that it is linked to the
hydrological cycle and very much a community resource. We need policy measures to rationalise
cropping patterns as per agroclimatic conditions and water availability.

The bottom line is that growing water-intensive crops like paddy in the northwest, notwithstanding
falling water tables in the region, or waterguzzling crops like sugarcane in the relatively drier regions of
the peninsula are wholly unsustainable.

It cannot be gainsaid that low public awareness about the scarcity and economic value of water gives
rise to wastage and its inefficient usage. A holistic, interdisciplinary approach on water is missing.

It is plain that there’s an overarching need for a national water law. Constitutionally, water is primarily a
state subject. Several states have duly enacted laws on water and related issues. Yet, none of the
concerned states, for instance, has laws or executive notifications specifying the basis for water
allocation among different segments in river basins under their jurisdiction.

Hence the need for national consensus on managing water, complete with related rules, tenets and
principles that can transparently apply across states and regions.
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