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What Kenneth Arrow taught the world

Kenneth Arrow, died February 21, can be said to have shaped
the modern discipline of economics, along with late brother-
in-law Paul Samuelson. It all began with his pioneering,
densely mathematical Impossibility Theorem, which proved
that no ranked voting system can produce a result consistent
with some seemingly innocuous features such as non-
dictatorship, taking into account everyone’s preferences, these
being consistent at the collective level and independent of
irrelevant alternatives. The implications of this work,
published 1951, were vast: it opened up the field of social
choice theory, which kept some of the finest economists,
including Amartya Sen, engaged for the next 30 years.

Arrow won the Nobel Prize, in 1972, the third and youngest recipient, for what came to be known as the Arrow-
Debreau model, which incorporated competitive markets, with price taking players, functioning with full
information: the basis of market economics. No sooner was this done, Arrow broke down each of the founding
assumptions of the model, to demonstrate how markets could deliver suboptimal outcomes if, say, uncertainty
or asymmetric information was at play. Thus, he founded the field of information economics that still
dominates analysis of financial and other markets. He also spawned endogenous growth theory.

Son of Romanian-Jewish immigrants, Arrow’s concerns about social and economic discrimination pioneered
the analytics of affirmative action. It was his insight that public perception of a group (Blacks, Muslims or
Dalits, say) would be formed on how the statistical aggregate of each group was ‘supposed’ to behave, rather
than on tests of individual talent or ability. He was prescient: the toxicity of discrimination will continue,
without affirmative action.

i El i+| I El égé Date: 28-02-17

Fften<or T 5 G § Tgl Tg W

YTRT HT T FNIIT 3T TTHIT F AETR G T F1T & 3% &< g2 09947 T 7
ATGT TAqT QT ST TIRrHT 9T & 31 14 T8 7 GRierd # @7 Jar g & 17107 aa7g

TeE & I THILERT T YA a7 Teh HIg gl TAT ¢ 3T TH AT 7 I S o d18 ST g2 SRS T TE7 T 21
I FIH I AT T & avg et €| a8 AT TSI AaeT H HIS[RT LHATH 6 JUTAT 6T Tarerd heh ST T
21 T | off ferorder IWTE 9 g i el o i | ANTTHT 979 | SHE SHae T 7T STATs ST7 T8l g1 FATST STer
FIATE F g <@ &1 e




&

ME S www.dfeias.com | 2

IMPORTANT NEWSCLIPPINGS (28-Feb -17)

STET T3 UF 978 Ug oF €W § ITET AT AT AT FGIiT 809
AT FIE TN T2t afed ofra i ot § Fefisreor v wwrfa 1
e gRome 81 U8 § g & T T8 ¢ o ava ' g
ST AT =7 STATT T & § T g0 AATE HY | AT Zferorer
FT IATT AT T oY afenfy 3on § sufde v quear d@aedt aamr
ST T T AT

ST A= I T8 AT FATaaT Hawad 8| J@d Jveorang siv &9
BT THESTArE 7 e, =i 7 gim # Foft A s it O
AT FTAT AT oAt 1 it AT § =3 Fa¥ 9% TS S2eor w2t sferord=ft Treriias &= F qa § 81 =96
1T &Y HTF T 7 33 FfET St G o S er S TeATed @ a8t 81 AT oy AT & 2 A A a7
TETIET AEl 21| F 7 FIETT gig M SSSHIENT & A1 A0 G adT & (A § Fgd AT HHAAT| TAeHT 390 6
I FTSITE T ST T < FFIF GTeA o [l § I AT FT T30H Fgl 9ga? L@l g Sl T 781 2l

FATITE S fAerer § IITEHT0T o T 9 T Foh 3T IAS TohdT gl ST, FHT 3T FIrame JaT & 7 IIEHRT 67 71T
STEY TTHIE TG AT g1 ZH TAAT STATHIART 3 S HaRar Jarsit i1 2o gfAe F:3" 9% S 347 A0 A 26 T80T
FATAT T STTTEH T2 U g1 ST ST AT 3F Jlex FT 3% &I dS (AT Teg T (A6 7T g1 9MA< g 7 Rt 6if Jiag 6 ae7
T TR HIAT T2 31T A AT 92 AT Har ag S0 g & Faia &) e 28 o0 e &1 sgatead @
AT AT ZINTT| g, AL T GO T FATH UAT 21T 2 {5 8 3T 997 o Tq¢ I IR GO FH ST &, S-S AT Tt
S @IT § TSATHET ZIAT SATdT g 37 Ueh £q< I¥ AT ITH qoiar it i o STt 21 s/ 76/ 3 o7 gra =<t 0 a1 uHT
FEGAT T 7T | FHT ATUIAT (TR U q2g 6T RAar 1 AT gl ST @Od AT STAHHRAT H Toarel o Thdt g1 2l
qHaT & o Taaelt aeqell 79 [Aaell ¥ staenter i &1 (G=7 a9 a5l o<l A% 79 37 799 o o 99z § o %
Trawor § Tt SATUATT | S Sga¥ AT, dga™ TaTesd, 39 TAeT oY [EFTs; STHHT a&gall T aTSI1T AT gl aFdT gl
ez & T 9% § ST Al oS 9 UH &l QAo 92 STETd 7| F & [&d] 6l STHIHT ST AT a1 (ol =l
ATAATT STAYTRAT AT TRl T 5| STHIE ol ST ATTRY T T o Toq20T 7 GSHaTar ST FIETAT & SqEed A1 A7
H T TET|

L /T 9T e feren fAwar w3t wiaeadt siv =¥ e 1 /v 87 & g 3t g1 "% gamar g=r Gwm & ga Fwrhr
ey g THferT Aifas Se=aT aaTe e | fRerer s ot T 721 7 3w am7 29 93 949 A ST wraree {1 i ard
&< AT AT 3H Tg THAAT 2T foF i sfawer § qerm &t ferfEer 9 3o & s guar fit de eamiata g s
TR 0 (10 GAT o e7HaT SATH QI AHAT (b (o HeAT giviT| T 39 q¥g 0l (STl AaTaTl S aI T
% forT Fraer QT Hedr 81 28 AemaT a9 WA 37 37 fre § awera F o et 99 S9_Hr gt =
THTH IUTAT 6T HaE T 5T 39 Ueh Taq7 <97 o & H Fgl o120 dgd gl dad gl

TTAYT Heft T 1T T a1 L q1 It I F S 1 a3 a7 8 SOH aotadt w9 ST e SATaT g1 99T offohet
FTgaT OFHETT 3T TgUF g1 SFTATT T ST RgTdi w1 AT Srgid ATl STHTE SATaT R g1 o1F At gase I8



&

ME ) www.dfeias.com | 3
IMPORTANT NEWSCLIPPINGS (28-Feb -17)

Fgl SO T 9T S =0 &7 A4 FaTs Hedl AU UH § FAGT A7 S6€ ST SATET A 1d &l Tl gl Ao
ST & BT Tl I @Id J1& o6 FAd ScTe TATAL T o (1T STE] HaH qgl IS &l Tg HIs a1 Al 2

qreaT N F forg Ieaer g arett ATl ST ARt 21 fhergre g/ #rS o et T2 981 o T@l g 7ed AT & aa
T AHTEAT f2ar 37 21 TE1 8 T 3HIer S atel &A1 § 36 3emh § 0! S AIS[E 1 FH al Fodl gl UH § e i
£ g FATT TET F gl § qred 1 qfiwr i i qoer § g gnfh amfE g i i i siade 3P F
T T AT = T & F gaTer ¥ 747 21 e FPe At s § st =T =i @ g, 98 A e 7
ST a9 F7 2T g1 3T A0 SO STIaedT &l GIAAT § AT 10 TTAaedqT § IHehl THAT 37T Toigd g1l FT gH
TH for T 22

FOT TF T8 ¢ o T o SeaAvaral ¥ ¥ FF [T S0l =7 @99 | we off fFaefia awsiar swedrer, arst i
ST Tg= 37 Ao d2eqor F7 Tarfad FE(T 20TT Aol &7 A1arsit § ITA1E gf A(ehd 39 ordiq § ¢ "I 3T
farferma ot orfaer 21

AT 9T AT fod feTe: T8t Il SHET &9 qTehTiord ATH 9% graT gl dar afd & fredi & forw amaivw g &1
SIAT AT g1 FTHIHT F HIS[ET 9T TASTH | oIS 9T 3 SaraT it {1fq Sy 7 72| 6o g/ oI & 91 7eiead
Fredt T AT F forT e F qWae ux WIET FIAT T STTEHT dqae & fodi # qrfeharar & sraeasar grdr g S
TEAT 9T ST THEATT I ATEAT 92 A gid 2| ThAgTe ST a0 TGeT § ITH Tad qe§ AA AT T o007 § T o &« H
Tel AT 3 Yol g died Ag SEATE I¥ gl 31 TAsTH Ud Sre[=ahar il Gt oy ST & "aterd gl rerorefi 39 #
g Sty «ff 21

Date: 28-02-17

el (el

9T | SATH TSHIY e A1 @d g0 31T o ISATHAT AT TS I TETAT ol ol gLEHa R0 6l qATrh <97 6 AT o0t
ATRTEATSH T TIT FFIT ST o6 37 TSI T /7 | AT T2t ST 9eh| 32319 HiS[aT SAG€dT 9 AT il TTITE 7l 7 97
T2 g I FHAST 9T g AT T SATET | SATT UF a2 A & 77 A7 Fohar g1 90 hameaas % g ugeq ot
=T w2 a1l §| Tt 7 =9 Q97 | ST F&H 32T & STH UF AgH Feh €2[E o7 (AT & AT T@T gl THHT 3297 AT 70
SETHAT T TETET ITI F2T2 3T 24T T8 % o1 10,000 FIE FIF T HET T BT 2025 TH I HiT o719 Fal T2 7|
THHT Taed AT O AN o are (el & g1 § |97 T4 93q SHT FHER 9 | THh1i9d UF a7 & qaras
=9 [RrafEer § g wme ST uger 981 gr weht 81 /T Srar 8 F e orw 1,315 e 9 &6 e 99T e Fae 10
FE TTF T g1 ATEA T TTda&dT STATs T | T Fae 5.66 FIE TIF T T g1 FAafed it T2 78 q1T 79 <7 ATTH
& T =0 e i =TT A 2015-16 F F9TE H AT T2 off AT TH 2T AT 21 A6 2

g Tt T ATl A oS ¥ Fds AT qgl § oihd doil § gaold Fe1esd SHd & (o7 Tg FhT &fH T 2
FTEq | THH TF I A TR BT g 3T 9 T2 3 Tor i Arweemat £ eftedt whwar siw wfa % |y /v swe A



&

AFE > www.afeias.com | 4
IMPORTANT NEWSCLIPPINGS (28-Feb -17)

STTHAT FT AEE T IET 9gd qIFHA gl UH § THT 78T § 39T il ATF TEAT TEHT 3T TSI & TaHL TQT HeAT AT
IAAT &1 ST B

UH | UF TAT T T [T AT AU T AT T9hTT T & 99 oY 39T JgTaT o & w19 | 70 g7 F97 af
TET 22 STRT q1X 9T T TR F I AT a7 7l 2l BT, IH U I ATRIA FTEL JATE HIAT ATRZT AT ST HAAE
& ATARIATTET H FTAT ST ATHLLTET T ZEAT THTH FLATI THH AT g1 FaTal, Rivred e wifas = a9 FaT
AT ATHR AT AY o ST T SeATash e Toh| THh TSI ALHTY He I ATeAT il et A9 92 w1 &
= THT ATt FT TETAT T Tol 8 STaf Qe ¥ HEE & Aa9Y 39 &l ¥ &l g GaidATh a1d gl T 297 % Teesd
ST il &7H AT FHHSE T8 Tl 2|

LR 3T TTEST 0T BT ST TEAT g AT SHE 3T+ TG I GHEATE <@ &l (9o Tl 5| ATIRET Tg of g 9 &
AT StTa AT A &7 TereaT e it o1 Taasar agmt ATeul F7 297 Hf a=d F7 UaT [Heer 3t=a 8?2 #7198
UASTSHT T T 82 F47 37 73w o [Aaer it ¥ e 721 397 ATRU? ALt &7 T21e o sfear & ot wrfa
LA T G AT 9T [ATGA1E FAT AU T T B F o ava £ 7ag A8 aTet il AT =aedm 3wl
THETAT F TMETE R ST gl A S & 7 Teatel BT § A ATt 81 79 fadhd gsians, Tod Areed s 397
LT T A T3 TEAT AU o GIET Faat % o7 FIramy FErar ST Fal Afered Sga¥ ues grifl ead sl 9oi
Toh ST T I STHTT TATHT ST TLRILT &5 6l AT 7EE Hl HF FHIAT ATHA 2

ST 1ddl

T FheT

FEAT A¥ H AHTEwT T S I a4 A w5l U, T # T EST W@ aT 999 qraaa? <9 & & 9 H| AL, AEAT &
AT, Gue ST g AEar & AT & &7 §| Ao STHRHT FT ST ITAT 987 § dg T @aL § T97¢ o W27 gl arh
SAETHT T TTPATT % TIE T AITATE AT FIARTA o0 AHTCRT ST 5 30 SFAgre 7 Tae a1 @18 g1t off- 4 o7 svaa
& &= AT @I | U A @TE R | GET i AT Al A7 Wt 3| Ty fOeel g g8 A i 9 & #ifaar gieredr
AT T U STERT-I TeAT F T § Al <@l ST THAT| T Tl A5 | 21 8¢ HISH ATAT FOIT-3TTLT T HTHAT AT 2
ATt e ST 2T 82 e 7o & SR O sfiT stow U 2o SAers GadTl & 97, FH % 97, 97§ 45 A q87
e AT 7, ST 36 ATHAT 7 AT g1 FqHT 2, IAT I IAAT FAT S| AT ¥ ST a1 7+ e, 7 A= £ #1q 2r
TS| THE | TgA, AT F I 67 F9Fd: TeAT FEA I T2 g2 AT ST a<h AT A1gE AT IT4T, T T o7 912 950
AT AT T AT AT AT Fl TZATT AT FHIE HI FASATH < (AT TAT FATT THT qg AL I H ART S[TAT AT

if] =

Date: 27-02-17




&

ME < www.afeias.com | 5
IMPORTANT NEWSCLIPPINGS (28-Feb -17)

Tl ST SATEHT ST T8 % d18 9 o 9L IqATE gl S0, T 7 FT Al Fgl 1 ThdT| T FAT 39 TeAT &l (7% TH
TR T I Fig T SO 311 FLT2 ST G| 2 ILTEA, Tg ATHAT I TG il Uk @IRATEH AAT ¢ ST STH LT o0l
FHTT SATCE 29 o g1 H 317 F JT1 g1 T qAT [ZAT il TeAT0 a7 § Tgel | g< 8, T Ivg S Tat il ATI-A 1 o ST FT
el <@ TAT| FAATE 6T TeAT THT AT § Fo0T ¢ T 280 30 F 790 | g w2 @71 A1 27 | A= 78 € & swarfai &
T T T ATG I STATRT T TR & G a9 o 979 9 S971AT AT W87 g 3 AT STl T+ g7 af 9g T
T HTHT Tl TEaT, SHeh TEL § AT Fg AN 2 0T 8l ST Hohel & (9 T A1 H 90

STHTHT § 20 F AT & d78 TEA! (T § 115 FIEE Fl TR 31 g5 gl I FATd TATL F A 27 7 STHATre | % [T
ST STEY 3T, IHH ST FHT AT a9dqT? Tg FeAT AT 6 (0 T T Tah &, STl q7d o6 G (Rl (hed & g
o ToTT THTa -9 SATATT FATT ST 8| AATAT FHAHTH il FeAT F Tg qg! AT AT AT U o STHERT ThaH-H T 73T 2
o9 o [T, ATEl ART HEHT T2 AT Foh 2| FHAATE 6l qedT H, TFH FHLHT Za 319 RIAlE F G& Tt @rand |1 Ai=ars
ST ST T ST F=r A wrferer A sfiffem F afae £ snfis wee F o devae v Sy arfte S A e, 39
FACTET T gl el § AL F SATET W1 THET & Te| T T Iq1qT & 1o Arrartarsi & [Femar a9 S % faars g

TR o i fraer By gl

» :
& The Indian EXPRESS

3} JOURNALISM OF COURAGE Date: 27-02-17

The professor of impossibility

There is scarcely any field of economic theory that has not felt the impact
of Kenneth Arrow’s seemingly complex models

Kenneth Arrow, who died on February 21, has been described by fellow Nobel Laureate Alvin Roth as “the
Albert Einstein of economics”. It would be no exaggeration to say that virtually all modern economic theory
rests in some way on his work.

Arrow’s most celebrated contribution is his so-called Impossibility Theorem that appeared in his 1951 book,
Social Choice and Individual Values. Arrow was interested in aggregating diverse opinions. For instance,
suppose the government wanted to rank all the states in India in terms of the well-being of the country’s
citizens. This ranking would draw on several other rankings — per-capita income, the performances of the
states in life expectancy and literacy rate. There are an astronomically large number of procedures to arrive at
the overall ranking even when the numbers of states and criteria are small. However, Arrow’s Impossibility
Theorem proves that there is no procedure that orders these individual rankings into a satisfactory evaluation
of well-being in the country. In other words, the theorem proves that meaningful aggregation is impossible
from individual choices. Arrow showed that any procedure that satisfies two plausible requirements has to be
dictatorial.

The Arrow impossibility result led to the birth of an entirely new field of research for economists and political
scientists, called the social choice theory. The theory, whose development also owes a great deal to the work of



&

ME ) www.dfeias.com | 6
IMPORTANT NEWSCLIPPINGS (28-Feb -17)

Amartya Sen, explores the structure of voting procedures from several perspectives. Virtually all models to
analyse political competition originate in some way or the other from Arrow’s impossibility result.

Arrow’s overall body of work is staggering in its breadth. One measure of its range is the fact that his Collected
Papers published in 1983 run into six volumes. Each volume has a different title — Social Choice and Justice,
General Equilibrium, Individual Choice and Uncertainty, The Economics of Information, Production and
Capital, and Applied Economics. He wrote fundamental papers in these areas, resolving classical questions and
providing a stream of new ideas that are now the bedrock of economic theory.

Arrow won the Nobel Prize in 1972 and is the youngest to have won the prize in economics. Interestingly, his
prize citation only refers to his work in general equilibrium, prompting many in the profession to remark that
he deserved two or three more Nobel Prizes. In his 1954 paper co-authored with Gerard Debreu, he settled a
question in general equilibrium theory that had vexed economists for over a century. An important feature of
markets is that there are “spillover” effects. A change in the wage rate will affect consumer incomes and the
demand for commodities. That will, in turn, affect the labour market and the wage rate. Using sophisticated
mathematical arguments, Arrow and Debreu showed the existence of commodity and factor prices that
simultaneously ensure the equality of demand and supply in all markets (Lionel McKenzie arrived a similar
result independently). This made the classical competitive model (price-taking agents and the absence of
market imperfections) coherent; the model is now referred to as the Arrow-Debreu model.

The competitive model is clearly an idealisation and contemporary economic theory is largely concerned with
investigating departures from its assumptions. Two such departures are the introduction of unobservable
actions (moral hazard) and unobservable information (adverse selection) in models of interactions between
economic agents. For instance, owners of firms are unable to monitor the risk-taking behaviour of managers,
even though these actions directly affect the firm’s profitability. Similarly, while selling spectrum, the
government is unable to observe the true valuations of the buyers of various units. Theory has sought to
understand the efficiency costs of such imperfections and to design ways to ameliorate these costs. Arrow was a
pioneer in developing research in these areas. His work guided policy in different parts of the world. His 1963
paper on the moral hazard in health insurance markets, for example, is fundamental to the understanding of
the issues involved in devising universal healthcare schemes such as Obamacare in the US.

It is worth mentioning three other disparate areas (among many) where Arrow made foundational
contributions. Hedeveloped the standard measure of risk-aversion (called the Arrow-Pratt measure) in
finance. He showed that discrimination against groups could persist even without an explicit “taste” for
discrimination due to presence of incomplete information in labour markets. Such discrimination is referred to
as statistical discrimination. Finally, together with the Indian economist B.S. Minhas (and two others), he
developed a flexible form of a production function that Minhas later used extensively in the context of Indian
agriculture.

Arrow continued to research till his last days. In fact, he wrote more than a hundred articles after his Collected
Papers were published, branching into areas such as sustainable development and climate change. His
intellectual powers were formidable and his speed of thought was legendary. In seminars, he was invariably
ahead of the speaker, anticipating arguments and often finding better ones during the seminar itself. He was,
however, unfailingly courteous and always generous to colleagues and students. He was a lifelong supporter of
liberal and progressive social causes.

It is hard to imagine that there will ever be another Kenneth Arrow.

The writer is professor, Indian Statistical Institute, Delhi Centre, New Delhi
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From Plate to Plough: It’s not about loan waivers

Indian farmers are facing multiple crises. Punjab’s case highlights their
problems.

THE ANSWER TO who will form the next government in Punjab is currently sealed in the ballot boxes.
Meanwhile, there are reports that the Election Commission has written to the home minister, reinforcing its
demand to make electoral bribery a cognisable offence. But what about the assurances made in election
manifestos which promise voters the moon before the polls? The reference here is to Punjab’s elections where
all major political parties have promised to waive farmers’ loans — that means any incoming party will be
under tremendous pressure to fulfill its promise. And if this is done in Punjab, very soon, it will spread like an
infectious disease across other states, taking the same shape as the 2008-09 mega loan waiver of the UPA
government, which finally cost the exchequer Rs 52,517 crore.If a loan waiver was the solution to the problems
of the peasantry, there should not have been any farm distress after 2008-09. But those problems still persist,
simply because their answers lie somewhere else.

Take the case of Punjab. The state has been a forerunner in agriculture since the Green Revolution. Its agri-
GDP registered an average annual growth of about 10 per cent during the first four years of the Green
Revolution (1966-67 to 1969-70). But during the period of the current government, agri-GDP growth dropped
to 1.5 per cent per annum (2007-08, 2014-15, latest available data), which is even lower than the national
average of 3.2 per cent, and way below the best performer, Madhya Pradesh, whose agri-growth stood at 10.9
per cent per annum during the same period (see graph).

Notwithstanding the fact that Punjab’s per ha productivity is pretty high, the moot question is — where did
Punjab go wrong, and what sort of policies can get it back to a high growth trajectory on a sustainable basis?
First, Punjab seems to have become a victim of its own success. Grain, primarily wheat and rice, occupies 80
per cent of its gross cropped area (GCA), with almost the highest productivity in India. This was great when
India was suffering from food shortages; however, the situation today is completely different. After 2007-08,
India emerged as a net exporter of cereals. Stocks of cereals crossed 80 million tonnes (mt) on July 1, 2012,
more than double the buffer stock norms. As a result of this “abundance”, the increases given in minimum
support prices (MSP) of wheat and paddy were very meagre. That brought down the profitability of these crops,
and thus, the income of Punjabi farmers.

Just to give a flavour of the MSPs in India vis-a-vis some neighbouring countries, the MSP of wheat in China
was $ 385/MT in 2014-15, in Pakistan $325/MT versus India’s $ 225/MT. Similarly, for Indica rice, China gave
a support price of $ 440/MT against $ 320/MT for India’s common rice.

Punjab’s peasantry suffered due to bans on exports of wheat and rice (during 2007-11), stocking limits on
private trade and heavy taxes and commissions imposed on purchases of wheat and rice from the state, which
are as high as 14.5 per cent. In a country where one per cent tax on the purchase of jewellery creates an uproar,
it is ridiculous to have a 14.5 per cent tax on basic staples like wheat and rice. The net result of this misguided
policy is that the food processing industry, which can add value, feels extremely reluctant to enter Punjab —
most roller-flour mills in Punjab buy their wheat from Uttar Pradesh.Second, although Punjab was the first to
build a good marketing infrastructure for wheat and rice, it failed to create similar facilities for perishables like
fruits and vegetables (F&V). As a result, the prices of perishables remain volatile, increasing the risk of farmers
who feel reluctant to shift to high-value agriculture. Only 3.4 per cent of Punjab’s GCA is under F&V, compared
to 8.3 per cent at an all-India level. There is a limit to augmenting farmers’ incomes through cereals, unless a
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lot of value addition is done.The state has to shift towards high-value horticulture and dairy to benefit farmers.
Punjab has one of the highest milk productivity rates in India, but the share of milk production processed by
the organised sector is just 10 per cent, compared to 20 per cent at an all-India level and 53 per cent in Gujarat.
This speaks of the need to ramp up milk processing facilities in the state.

Third, the most critical problem of Punjab agriculture is its depleting water table, primarily dipping due to
paddy cultivation during summer. The nexus of ground water irrigation-free power-assured procurement are
sending the wrong signals to farmers. The water table declined by 0.7 metre per year from 2008 to 2012.
Currently, 75 per cent of blocks in Punjab are declared “dark blocks” where water is over-exploited. It looks as
if the current generation is taking away the water rights of future generations.With one kg of rice consuming
3,000-5,000 litres of irrigation water, exporting common rice is not a very wise proposition for Punjab’s
agriculture. This has to be rationalised; government should incentivise technologies like direct seeding of rice
and drip irrigation in rice. Pilots in these areas show savings of 30-50 per cent irrigation water. The promotion
of high-value agriculture necessitates investment in cold storage and processing, much of which can
be operated through cost-effective solar power.

Instead of giving free power, the state can reward the peasantry for saving power through cash incentives,
which will also help in checking water depletion. Hopefully, these issues will be taken up by the new
government in order to take Punjab to a higher level of prosperity.

Gulati is Infosys Chair Professor for Agriculture and Roy is Research Associate at
ICRIER

THE HINDU

Protecting the rights of tribals

Date: 27-02-17

Even as bilateral investment treaties are strengthened, domestic
legislation must be implemented

Recently, Ras Al Khaimah Investment Authority (RAKIA), an
Emirati investor, initiated an investment treaty arbitration (ITA)
claim against India under the India-UAE Bilateral Investment
' Treaty (BIT), seeking compensation of $44.71 million. This claim
arose after a memorandum of understanding (MoU) between
Andhra Pradesh and RAKIA to supply bauxite to Anrak Aluminum
Limited, in which RAKIA has 13% shareholding, was cancelled,
allegedly due to the concerns of the tribal population in those
areas.

Similarly, in 2014, Bear Creek Mining Corporation initiated an ITA
against Peru under the investment chapter of the Canada-Peru Free
Trade Agreement, claiming violation of the investment obligations
due to the withdrawal of mining concessions, allegedly as a result
of the protests by indigenous peoples. These cases present an
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opportunity to evaluate the impact of the obligations of the host states under BITs on the rights of the tribal
people.

Protection under law

The United Nations Declaration on the Rights of Indigenous People (UNDRIP), adopted in 2007, for which
India voted, recognises among other things indigenous peoples’ rights to self-determination, autonomy or self-
governance, and their right against forcible displacement and relocation from their lands or territories without
free, prior and informed consent. In addition to the UNDRIP, there is the International Labour Organisation
(ILO) Convention concerning Indigenous and Tribal Peoples, 1989 which is based on the “respect for the
cultures and ways of life of indigenous peoples” and recognises their “right to land and natural resources and to
define their own priorities for development.” India is not a party to this, but it is a party to the ILO Convention
concerning the Protection and Integration of Indigenous and Other Tribal and Semi-Tribal Populations in
Independent Countries, 1957 which is outdated and closed for ratification.

At the domestic level, the Constitution provides autonomy to tribal areas in matters of governance under the
Fifth and Sixth Schedules, which is further fortified by the Samatha v. State of Andhra Pradesh & Ors (1997)
judgment where the Supreme Court declared that the transfer of tribal land to private parties for mining was
null and void under the Fifth Schedule. The framework for protection of the rights of tribal and indigenous
people is further strengthened by the Recognition of Forest Rights Act, 2006 which protects the individual and
community rights of tribal people in forest areas and their right to free and prior informed consent in event of

their displacement and resettlement.

Imvestment promotion

While the legislation for the protection of the rights of tribal people are in place, they are regularly flouted as
has been highlighted by the Xaxa Committee report of 2014. Instead of ensuring that tribals are not ousted
from the land to which they are historically and culturally connected, the state becomes more concerned about
fulfilling contractual obligations towards the private investor. This means that constitutional and legal
principles are discarded. This is evidenced by the increasing number of MoUs being signed by natural
resources-endowed states with investors for facilitation of developmental projects. For instance, Chhattisgarh
and Jharkhand have reportedly entered into 121 and 74 such MoUs, respectively, with various private players
as of 2014. All this materially alters the role of the state vis-a-vis the tribal people as the state prefers economic
expediency at the cost of the rights of tribal people.

For economic development, states invite investments not only from domestic investors but also from foreign
players whose interests are not only protected under domestic laws but also under the BITs. The purpose of
BITs is to give protection to foreign investors while imposing certain obligations on the host state. For instance,
if a development project involving a foreign investor in tribal areas leading to acquisition of tribal land is met
with protest, there may be two possible scenarios. One, the State government due to socio-legal and political
pressures may yield to the demand of the tribal people to the detriment of the foreign investor, which is what
has happened in the case of RAKIA. Two, assuming that the government continues with the project, the
judiciary may order the cancellation of permits given to the foreign investor, which is what happened in the
case of Vedanta in 2013 (Orrisa Mining Corporation Ltd v. MoEF and Ors). In both cases, foreign investors
may drag India to ITA claiming violation of obligations under the BIT, such as fair and equitable treatment or
indirect expropriation. This perceived threat of ITA against the state may compel the latter to refrain from
implementing tribal rights in the development project area.

Conflicting interests

A recent report of the UN Special Rapporteur on the Rights of Indigenous Peoples recognises three main
reasons for the serious impact that foreign investments have on the rights of indigenous people: failure to
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adequately address human rights issues of tribal people in BITs; the perceived threat of ITA for enforcement of
investor protection; and exclusion of indigenous people from the policymaking process.

What then are the possible options available to India to tackle these issues? First, none of the 80-plus BITs
signed by India contains even a single provision on the rights of tribals. Even the 2015 model Indian BIT does
not contain any such provision. Thus, to avoid ITA cases by foreign investors, the government’s approach
should be to include provisions relating to the protection of indigenous people in BITs. There are many
examples from around the world: Canada, in many of its BITs, has several exceptions to protect the rights of
indigenous people. The Trans-Pacific Partnership agreement also incorporates the rights of the Maoris from
New Zealand. Since India is going to renegotiate its existing BITs, it should create a special exception for taking
regulatory measures for protecting the rights of tribal people, in which case it should have a textual basis in the
BITs to derogate from investment protection obligations under BITs.Second, the strengthening of BITs must go
hand in hand with the implementation of domestic legislations for the protection of the rights of tribals, where
the state does not consider tribals as impediments in the development process. Third, as far as possible, tribal

people should be given representation even in investment policymaking.

Pushkar Anand and Amit Kumar Sinha are Assistant Professors at the College of
Legal Studies, University of Petroleum and Energy Studies, Dehradun
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What exactly is a money bill?

Or, why we need to reconsider the Aadhaar Act, with all its implications
Sor privacy

The Supreme Court will begin hearing final arguments next month on a writ petition challenging the validity of
the Aadhaar (Targeted Delivery of Financial & Other Subsidies, Benefits & Services) Act, 2016 — or the
Aadhaar Act. The proceeding, initiated by Jairam Ramesh, a Member of Parliament in the Rajya Sabha,
primarily questions the legality behind the Union government’s move in introducing the Aadhaar Act as a
money bill. Through this categorisation, the government had the law enacted by securing a simple majority in
the Lok Sabha while rendering redundant any opposition to the legislation in the Upper House of Parliament.

Imperils liberties

During preliminary hearings, the Supreme Court has suggested that it isn’t entirely convinced of the merits of
Mr. Ramesh’s petition. But a closer examination will only show that the introduction of the Aadhaar Act as a
money bill contravenes the bare text of the Constitution. In this case, the breach is particularly disturbing,
because the legislation imperils our core liberties, in manners both explicit and insidious.Originally, Aadhaar
was conceived as a scheme to provide to every Indian a unique identity number, with a purported view to
enabling a fair and equitable distribution of benefits and subsidies. There is little doubt that the scheme’s
introduction, with no prior legislative backing, was a flagrant wrong, and was completely unjustifiable as a
measure of democratic governance. For this Mr. Ramesh’s party, the Congress, must take full responsibility.
But, when a draft of a statute was eventually introduced in the Rajya Sabha, in December 2010, it was done so
as an ordinary bill. This meant that both Houses of Parliament had to provide their imprimatur to the bill for it
to become law.

Nonetheless this draft legislation contained serious misgivings, so much so that a parliamentary standing
committee released a detailed report differing with the government of the time over critical aspects of the bill,
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particularly its treatment of concerns over privacy and protection of data security. In the meantime, given that
the Aadhaar project was being implemented even without statutory support, public interest petitions were filed
in the Supreme Court challenging the project’s legitimacy. In these cases, the court issued a series of interim
orders prohibiting the state from making Aadhaar mandatory, while permitting its use only for a set of limited
governmental schemes.In March 2016, the Union government withdrew the earlier bill, and introduced, in its
place, as a money bill, a new draft legislation, titled the Aadhaar (Targeted Delivery of Financial & Other
Subsidies, Benefits & Services) Bill, 2016. This categorisation was extraordinary because a money bill, under
India’s constitutional design, requires only the Lok Sabha’s affirmation for it to turn into law. Right on cue,
within days of the bill’s introduction, the Lower House, in complete disregard of the Rajya Sabha’s
protestations, passed the legislation, as Act No. 18 of 2016. This law, Mr. Ramesh now argues, is patently
illegal, because its classification as a money bill infringes the Constitution’s mandates.

A money bill is defined by Article 110 of the Constitution, as a draft law that contains only provisions that deal
with all or any of the matters listed therein. These comprise a set of seven features, broadly including items
such as the imposition or regulation of a tax; the regulation of the borrowing of money by the Government of
India; the withdrawal of money from the Consolidated Fund of India; and so forth. In the event a proposed
legislation contains other features, ones that are not merely incidental to the items specifically outlined, such a
draft law cannot be classified as a money bill. Article 110 further clarifies that in cases where a dispute arises
over whether a bill is a money bill or not, the Lok Sabha Speaker’s decision on the issue shall be considered
final.

Flawed counterpoint

The government’s response to Mr. Ramesh’s claim is predicated on two prongs: that the Speaker’s decision to
classify a draft legislation as a money bill is immune from judicial review, and that, in any event, the Aadhaar
Bill fulfilled all the constitutional requirements of a money bill. A careful examination of these arguments will,
however, show us that the government is wrong on both counts.

To be fair, the assertion that the Speaker’s decision is beyond judicial review finds support in the Supreme
Court’s judgment in Mohd. Saeed Siddiqui v. State of UP (2014). Here, a three-judge bench had ruled, in the
context of State legislatures, that a Speaker’s decision to classify a draft statute as a money bill, was not
judicially reviewable, even if the classification was incorrect. This is because the error in question, the court
ruled, constituted nothing more than a mere procedural irregularity.But there are significant problems with
this view. Chief among them is the wording of Article 110, which vests no unbridled discretion in the Speaker.
The provision requires that a bill conform to the criteria prescribed in it for it to be classified as a money bill.
Where a bill intends to legislate on matters beyond the features delineated in Article 110, it must be treated as
an ordinary draft statute. Any violation of this mandate has to be seen, therefore, as a substantive
constitutional error, something which Siddiqui fails to do.

There are other flaws too in the judgment. Most notably, it brushes aside the verdict of a Constitution Bench
in Raja Ram Pal v. Hon’ble Speaker, Lok Sabha(2007), where the court had ruled that clauses that attach
finality to a determination of an issue do not altogether oust the court’s jurisdiction. That is, the bench held,
there are numerous circumstances where the court can review parliamentary pronouncements. These would
include instances where a Speaker’s choice is grossly illegal, or disregards basic constitutional mandates, or,
worse still, where the Speaker’s decision is riddled with perversities, or is arrived at through dishonest

intentions.

What Aadhaar Act shows



&

ME ~ www.dfeias.com | 12
IMPORTANT NEWSCLIPPINGS (28-Feb -17)

A simple reading of the Aadhaar Act would show us that its contents go far beyond the features enumerated in
Article 110. If anything, it is the provisions in the legislation that pertain to the Consolidated Fund and its use
that are incidental to the Act’s core purpose — which, quite evidently, is to ensure, among other things, the
creation of a framework for maintaining a central database of biometric information collected from citizens.
Ordinarily, a draft legislation is classified as a money bill when it provides for funds to be made available to the
executive to carry out specific tasks. In the case of the Aadhaar Act, such provisions are manifestly absent. The
Speaker’s decision to confirm the government’s classification is, therefore, an error that is not merely
procedural in nature but one that constitutes, in substance, an unmitigated flouting of Article 110.

In many ways, Aadhaar has brought out to plain sight the worryingly totalitarian impulses of our state. The
government has argued, with some force, that Indian citizens possess no fundamental right to privacy. This
argument, however, is predicated on judgments of the Supreme Court that have little contemporary relevance,
and that have, in any event, been overlooked in several subsequent cases where the court has clarified the
extent of the liberties that the Constitution guarantees.

Right to privacy

Privacy is important not merely because it advances the cause of equality and freedom but also because it is, in
and of itself, a treasurable value. A failure to protect privacy adequately can have disastrous consequences that
affect our abilities to determine for ourselves how we want to live our lives. And the Aadhaar Act hits at the
core of this value. It permits the creation of a database of not only biometric information but also various other
private data, without so much as bothering about safeguards that need to be installed to ensure their security.
We scarcely need to stretch our imaginations to wonder what the government — and other agencies to which
this information can be shared without any regulatory checks — can do with all this material.

That a statute so pernicious in its breadth can be enacted after being introduced as a money bill only makes
matters worse. It has the effect of negating altogether the Rajya Sabha’s legislative role, making, in the process,
a mockery of our democracy. It is imperative, therefore, that the court refers the present controversy to a larger

bench, with a view to overruling Siddiqui .

Suhrith Parthasarathy is an advocate practising at the Madras High Court
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