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People Power

Democracy has triumphed in Maldives which bodes well for stability in the region

President Abdulla Yameen of Maldives yesterday conceded defeat in the recent general elections, raising
hopes that the transfer of power in the archipelago will be smooth. Yameen, who was elected in 2013,
gradually turned authoritarian. By the beginning of this year, he had not only jailed many opposition
leaders, emergency was declared and two of the five apex court judges were arrested. Simultaneously, he
pushed Maldives into China’s orbit by signing up for the Belt and Road Initiative (BRI) and undermined
the historically close relationship with India.

The unexpected victory of joint opposition candidate Ibrahim Mohamed Solih, despite attempts to rig the
institutions of the island nation’s fledgling democracy, is therefore a welcome reprieve - comparable to
the Janata’s 1977 election victory in India which ended the Emergency. India must now work with other
powers to ensure that the Maldives’ transition to democracy is smooth. Political instability in Maldives
had spilled over with a section of the opposition asking India to intervene militarily. Now that Solih has
won by a comfortable margin, he should be able to act on a campaign promise of mending relations with
long-standing friends such as India. However, China will continue to be an influential player in Maldives
on account of its economic clout.

Yameen’s authoritarian turn was countered by US and EU, along with India. The former threatened
economic sanctions as a tool to revive democracy. Therefore, it’s in India’s interest to work in tandem
with US and EU to help Maldives navigate a challenging situation. Sri Lanka’s experience shows that BRI
can lead to debt traps and political turmoil. Thus, apart from aiding in Maldives’ democratic transition,
multilateral lending institutions could be tapped to counter BRI in the provision of development finance.
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We Need Solutions, Not Rhetoric

Infiltrators are a threat, said BJP president Amit Shah at a rally in New Delhi, and asked, should their
human rights be protected? Of course, they should be. The Indian state’s commitments as a constitutional
democracy as well as its status of being a signatory to the Universal Declaration of Human Rights mean
that illegal migrants or not, a person residing in India has rights and that includes due process before the
law, even or especially when assessing the legality of that person’s citizenship status. There’s also the
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point that since Bangladesh is a strategically important neighbour for India, political statements on
immigration should be mindful of bilateral sensitivities.

However, on the flip side, Dhaka cannot also keep insisting mass immigration into India isn’t a reality.
This denial blocks all means to bilateral effort on tackling the issue. Cool heads are best when tackling
illegal immigration, both to protect basic rights and to tackle the problem. The current worsening
bilateral ties between the US and Mexico is a good example of how to avoid approaching this issue.

Smarter solutions need to be thought of about mass immigration from Bangladesh. Should India think of
work permits for Bangladeshis who come here to take advantage of better economic prospects? Such
work permits can be of various grades, from short stay ones to ones that become something like the US’
green cards. There’s the issue of proper documentation that disadvantages poorer people who don’t have
property. But mostly, for a sensible solution to work, Bangladesh must stop pretending that its citizens
don’t cross the border in stealth, some state-level authorities in India must be firmer on identifying illegal
immigrants, and political leaders here must avoid aggressive rhetoric.
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The REIT Stuff for Urban Development

The filing of prospectus for India’s maiden real estate investment

trust (REIT) is significant, given the huge potential and need to
. allocate savings to urban infrastructure, with broad-based
investor participation. Modern investment vehicles like REITs can
purposefully step up funding for India’s woefully underfunded
urban real estate, including to utilise the scope for city
redevelopment, and also provide attractive, stable and long-term
returns for retail investors.

It is notable indeed that the Blackstone Group is joining hands with Embassy Office Parks and proposes to
raise over Rs 5,000 crore in an REIT scheme with a portfolio that would include over 70 real estate assets
in Mumbai, Bengaluru, Pune and the National Capital Region. Significantly, it would be Asia’s largest office
REIT by square foot portfolio size, and double that of the next largest in the Indo-Pacific. So, India joins
the league of global REIT markets, such as those in the US, the UK, Singapore, Japan, Australia and Canada.
REITs are entities that own, operate or finance income-generating properties.

In the mature markets, returns on equities can be lacklustre but usually not those of REITs. Structured
akin to mutual funds, REITs are stock exchange-listed and allow investors to earn dividend-based
returns. Investment norms for REITs have been in place since September 2014, but it was only in
December last year that the capital markets regulator Sebi tweaked the rules to allow such trusts to issue
bonds.

2



&
N'-F www.dfeias.com

IMPORTANT NEWSCLIPPINGS (25-Sep-18)

It is only lately that strategic investors like non-banking finance companies (NBFCs), commercial banks
and international financial institutions have been allowed to invest in the public issues of REITs. The
economy is gaining growth speed and India is urbanising fast, and we need to viably and sustainably
expedite funds flow into urban real estate. The way ahead is to have proactive policies for such
infrastructure sectors as power, telecom and public transport so as to make REITs and infrastructure
investment trusts attractive investment vehicles.
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Get on the Job of Making Jobs

India should ideally be in a sweet spot with regards to generating
employment for its youth. Yet, there is something amiss. Somehow, each
public sector vacancy draws a large multiple of applicants, most of them
overqualified. Just recently, the Railway Recruitment Board conducted
examinations to fill about 1.9 lakh posts. There were over 4.25 crore
applicants, a ratio of 225 per vacancy, with even PhD holders applying for
Group D staff positions. Similarly, for 62 police messenger posts in Uttar
Pradesh, there were over 93,000 candidates, while for just five peon posts
in Rajasthan, there were over 23,000 applicants.

In September 2015, there were over 23 lakh applications for 368 peon positions, with more than 250
doctorates and about 25,000 post-graduates applicants. Meanwhile, the Directorate of Economics and
Statistics in Chhattisgarh received over 75,000 applications for just 30 peon posts in August 2015, while
Jadavpur University, Kolkata, in April 2018 received over 11,000 applications for 70 peon posts.

Clearly, something is skewed in our job market. Even after the advent of privatisation, the public sector
still offers better job security and a slew of post-retirement benefits that low-paying private sector jobs
simply can’t match. The emolument for a general helper (the lowest-ranked government employee) is Rs
22,579, about double that in the private sector (Seventh Pay Commission). The challenge, it seems, lies in
the inability of our economy to generate many jobs.

It is hard to quantify this problem, given that our labour market data itself is fuzzy and fragmented.
National Sample Survey Organisation (NSSO) data on employment-unemployment, where available, is
dated, while other sources have limited scope. Such surveys also fail to take into account the quality of
employment, limiting our view on disguised and gainful employment. While the Seventh Quarterly
Employment Survey (QES) indicates that 1.36 lakh jobs were created — much higher than the 64,000
jobs created in the preceding quarter — it cannot cater to the requirements of more than a million joining
the workforce each month.

New Jobs, and Then Some
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While Employees’ Provident Fund Organisation (EPFO) enrolments are utilised as a proxy, this can be
inconclusive given that it could simply be including the formalisation of existing jobs as well. Bifurcating
EPFO enrolment data into new employees joining firms already covered under EPFO (adjusted for
multiple accounts) and employees in firms coming under the EPFO umbrella, driven by legislation might
help.

Expansion of the scope and frequency of NSSO and QES surveys would also contribute towards bringing
clarity. About 80% of our employed workforce is engaged in informal employment, with just 17%
actually being supported by a regular salary. The Fifth Annual Employment-Unemployment Survey
highlighted that just 21.6% of the workforce actually availed social security benefits.

While, ideally, greater public spending could provide a solution to tackling this job crisis, there is limited
headroom for such investment, given an eight-year investment slowdown, near-stagnant exports and an
increasing import burden. Private investments continue to remain muted with significant spare
capacities. The rise of automation further compounds this complexity, potentially closing off
development pathways for India. Over 69% of jobs in India are at threat due to automation, thereby
ensuring that employment policy needs to focus on the creation of new avenues for employment.
Meanwhile, employment generation in key industries (such as textiles) remains shackled by policy and
intent.

India needs a finalised National Employment Policy, which besides areas of employment can provide
policy inputs on various socioeconomic issues. Such a policy would articulate the nation’s aspirations for
its youth to grow up safe, healthy, happy and resilient, while working towards a socially productive life.
We need to reform labour laws and provide tax benefits to key employment-generating industries. The
apparel industry is over 80 times more labour intensive than automotives; about 240 times more labour
intensive than steel; each incremental lakh rupee invested can create 29 additional jobs (including eight
for women). Similarly, every lakh rupee invested in the leather and footwear sector can potentially create
seven additional jobs.

Besides quantity of jobs, quality of jobs generated matters as well, which can be improved with
improving the reach and intensity of skilling programmes. Additional job-based fiscal incentives can be
explored for brownfield establishments, in addition to the existing range of activity-, location-or industry-
based incentives. We need to reform our employment exchanges, transforming them into job centres —
privately or publicly run. They should offer aggregation of recruitment operations, connecting young
people with employment, community and useful personal networks. Combining this with a social security
benefit delivery would help streamline the welfare system as well.

Killer Skills

The National Skill Development Corporation (NSDC) should consider launching a Youth Development
Support Programme, one which financially supports eligible NGOs that encourage the youth to develop
skills, combined with apprenticeship programmes at a district level.

Entrepreneurship needs to be encouraged socially as well. Removal of barriers to opening an SME
business remains key. A lack of access to finance, limited awareness about government schemes and
infrastructural bottlenecks continue to stifle their growth. India’s banking sector needs to be pushed
towards investing heavily in the SME sector. Instruments like atwo-year placement holiday in tertiary
institutions like the IITs and IIMs should be utilised to boost risk taking. Youth is a significant period of
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development. Providing India’s young with an encouraging environment is in our interests, and our
responsibility. Unemployment remains their bane. Mere rhetoric will no longer do.
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