
N
ew York’s SoHo is another country
from midtown Manhattan where
the big boys of the fashion indus-
try look down their Burberry-clad,

Salvatore Ferragamo-striding, Prada-carry-
ing, Gucci-scented noses at the younger aspi-
rants South of Houston Street. The upstarts
may have a raw appeal for reasons that range
from edgier silhouettes to greater value or
ethical clothing, but they have a long way to
go before they can cock a snook at Fifth
Avenue’s cast of elites. It is in this neighbour-
hood that Anita Dongre has sensibly found a
spot for her wearable fashion from India to
rah-rahs from the Indian fashion fraternity

holding its collective breath to see whether
she succeeds or fails.

For all its flash and glamour back home,
Indian fashion has not made it to interna-
tional runways or shop floors despite the occa-
sional success of a Ritu Beri heading French
fashion house Jean Louis Scherrer, a Manish
Arora hitting the Parisian spotlights, a Rahul
Mishra commanding the Milan Fashion Week,
or a Bibhu Mohapatra dressing Michelle
Obama. Indian designers have gowned gos-
samer Hollywood A-listers in what are essen-
tially PR exercises, but their names haven’t lit
up shopfronts in the US. And it isn’t because
they’re not good enough. It is because fashion

needs the muscle of big money to build a
brand and invest in real estate.

For all its associations with opulence
and royalty, the Indian fashion industry is
riddled with deep-rooted insecurity. Venture
funding in the sector is virtually non-exis-
tent, leaving designers to raise debt on their
own. Given often fractious relationships with
their own CEOs, they manage most aspects
of the business, from choosing high street
locations to selecting interior designers to do
them, packaging their shows, making pitch-
es to sponsors, buying advertising space,
negotiating trade-offs with the fashion
media for editorial placements, and being
available to an increasingly pesky blogging
community that has promoted itself to the
snobbish front ranks of their shows.

It is for this reason that most designers
prefer to work in the high-profile, higher-
value couture business catering to the Indian

wedding market, making their trade highly
localised. Given similar design affinities in
West Asia, desi designers favour doing pop-
ups in Dubai and its neighbourhood while
ignoring Europe and America for most part.
It is difficult to even imagine Sabyasachi,
who is the darling of the wedding band, baja,
baraat community, or the likes of J J Valaya
and Suneet Varma, styling clothes that mere
mortals might wear on a regular basis.

Establishing a brand in the Western
world is difficult, but PR activity and brand
endorsements do help. Jewellers Amrapali
and Nirav Modi, both of which have partak-
en of the Big Apple, have benefitted from it.
Ms Dongre’s fame grew exponentially when
the Duchess of Cambridge, Kate Middleton,
wore an outfit designed by her last year. But
it needs considerably more than that to leave
a lasting impression. 

Ms Dongre has her task cut out for her if

she wants to make a mark beyond a token
outlet in New York. Her clothes have an
appeal for jaded Americans looking beyond
the mass manufactured; they are handmade,
handwoven, hand-printed and hand-
embroidered. But given their affordable tag,
the designer will require a very high turnover
to allow for the luxury of a New York rental. 

Meanwhile, across the pond, in
London’s tony Mayfair district, an Indian
brand called Varana has opened in a space
formerly occupied by Alexander McQueen.
Its collection of luxury apparel is styled by
Europeans but consists of the finest cash-
meres and Indian textiles aimed at those
who like their clothes chic, discreet and lux-
urious. Ms Dongre can replicate her store
far more easily than Varana, which is where
the comparison comes in. Which is the bet-
ter retail model? The answer will be known
by 2018.

PREMVIR DAS

We will fight with whatever we have,” is a
statement famously attributed to then chief
of our army, General V P Malik, at the time

of the Kargil War. Nearly two decades later, including
three years under the present government, it is not
certain if the picture has changed much. According
to the most recent reports of the Comptroller and
Auditor General (CAG), the current army chief,
General Rawat, may well have to make the same
lament, should military conflict be forced upon India
anytime soon. Why the situation should have not
improved in all these years is one question; how this
fits in with the Army’s publicly articulated position
that it has to be ready to fight a “two-and-a-half-
front war” warrants even closer analysis.  

The Chinese media is not known to go rabid on
its own without government direction or acquies-
cence. So we should not treat its harsh rhetoric on
the Doklam face-off lightly. The possibility of the
confrontation resulting in some kind of military
skirmish at a place of its choosing cannot be ruled
out, given the presently intractable demand that
Indian troops must unilaterally withdraw from what
the Chinese claim is their territory. And since we are
not going to do that, it would be wise to be prepared
for any eventuality.

The Indian military of today is, no doubt, very
different from what it was in 1962 and equations are
actually quite balanced in the air, given our ability
to operate from lower-altitude airfields. At sea, in
the Indian Ocean Region, we have advantages in
being able to interdict Chinese energy supply lines.
This might not be critical in a short-duration war
which is the probable scenario, but will certainly
impact China's image globally. So, even though an
India-China military conflict scenario seems
unlikely, as emphasised by our foreign minister,
its possibility gets enhanced if our capabilities are
seen to be inadequate by the adversary. This is the
background in which our preparedness, or lack of
it, must be seen.

This brings me to Pakistan. There is a tendency to
view its military capabilities rather simplistically
and mostly in terms of ability to aid and abet terror-
ism, principally in the Kashmir Valley. This assess-
ment is naive. The Pakistan Army is in every way a
professional force on a par with our own. The fact
that it has exercised political power for decades and
dictated India-related policies by civilian dispensa-
tions should not lull us into believing that its effec-
tiveness as a fighting force has dissipated. It may
number less than 400,000 men compared to our
own 1.3 million, but is entirely dedicated to face one
enemy while our own must cater to two. Their air
force is also a high-quality entity. It is only their
naval element which is decidedly weaker, but in a
short-term war that disadvantage is not critical. So,
here too we need to be watchful.

Pakistan, and especially its military, can never
forget 1971, when it was cut into half by India’s armed
forces; sooner or later some vengeful action is
inevitable. For the present, it sees terrorism as a low-
cost strategy, but this cannot continue forever. At
some time, Pakistan is certain to engage in actions
more seriously harmful to us than mere support of
militancy in the Kashmir Valley; unlike earlier, our
forces may also have to cope with a hostile local pop-
ulation. Even tacit support from China will aggravate
the situation further. 

The inadequacies highlighted in our military
preparedness by the CAG must be seen in this over-
all context. Sadly, our system of decision-making,

regardless of who is in power, is pathetically weak.
For example, the proposal to build Project 75I sub-
marines to replace obsolete ones goes back 10 years
and it has taken us this long even to project a
Request for Information to half a dozen vendors. It
will take a minimum of three years from here on to
finalise a contract and another five to six years
before the first vessel gets delivered. There are also
other shortages in critical armaments.

Our system, in which the
decision facilitator (the civil
bureaucracy) is not account-
able, and the party account-
able (the armed forces) have
little say in decision-making,
is tailor-made for this state of
affairs. In almost all major
countries, the two functions
are combined in cohesive
mechanisms such as the
Pentagon in the US or the
Integrated Ministries of

Defence in the UK and France, but we just seem
incapable of rebuilding our system to become more
responsive. The issue of appointing a Chief of
Defence Staff has remained undecided for two
decades. We have yet to identify the private sector
companies that will be strategic partners for build-
ing four major platforms in India through technol-
ogy transfer.

Shortages such as those highlighted by the CAG
are routinely attributed to the poor performance of
the DRDO, PSUs and Ordnance Factories, but with-
out identifying the basic cause, which lies in lethar-
gic decision-making. To top it all, we have had no
defence minister in place for months, and the con-
tributions of the previous incumbent are not much
to talk about. How this state of affairs is conducive to
dealing with the stressed security scenarios facing us
is a question that must be asked of those in charge of
the nation’s security.

The unhappy truth is that even if military conflict
in the near term is avoided, its possibility in times
ahead cannot be ruled out. Our capabilities may have
been enhanced since 1962, but the quality and struc-
ture of higher management required to cope with the
developing security environment are little different
from what the country had in that time and age.
That war was lost more by failures in its higher direc-
tion, political and otherwise, than through actual
fighting on the ground. Unfortunately, we are unable
to rectify fundamental weaknesses despite the avail-
ability of advice from experts conversant with every
one of them, as also other models. There is a need to
move quickly before we are challenged.

The writer was a member of the Task Force constituted by
the previous NDA government to review Higher Defence
Management. He later served as member of the National
Security Advisory Board

SANJAY DOSHI

While the government has been
pursuing measures to tackle ris-
ing levels of non-performing debt

in public sector banks, a growing pile of
bad debt had also been a concern for the
lender community. With its clear and pre-
cise outlook towards insolvency, the
Insolvency and Bankruptcy Code (IBC) 2016
might not only serve as an ideal tool to solve
the bad-loans issue, but is also expected to
have a significant impact on the conduct of
business in the country.

Under the Code, an insolvency pro-
ceeding can be commenced by any credi-
tor (financial or operational) or the cor-
porate debtor itself, by filing an
application with the Adjudicating
Authority (AA) at the National Company
Law Tribunal (NCLT). Insolvency pro-
ceedings can be initiated on admission of
the application by the NCLT, after which
the lenders have to form a committee of
creditors (CoC) and appoint an insolvency
professional (IP) to act as a resolution pro-
fessional (RP) and run the borrower’s busi-
ness in the interim period.

To arrive at a resolution, the Code pre-
scribes preparation and submission of a
“resolution plan” within a rational time-
line of 180-270 days from the commence-
ment of insolvency proceed-
ings. Section 5(28) of the Code
defines a resolution plan as “a
plan proposed by any person
for continuation of the corpo-
rate debtor as a going concern
in accordance with Part II”.

The objective of a resolu-
tion plan is to maximise even-
tual returns to the creditors. A
resolution plan must be pre-
pared in accordance with
Regulation 37 and 38 under the
Code. Regulation 38 stipulates
mandatory contents of a reso-
lution plan, which should include specific
sources of funds to pay insolvency resolu-
tion process costs, sources of funds to pay
liquidation value (operational creditors and
dissention financial creditors), the term of
the plan, implementation schedule, the
manner of management of the business
and adequate means for supervision.

The Code stipulates that it will be the
RP’s duty to invite prospective lenders,
investors and any other persons to put for-
ward the resolution plan. The corporate
debtor may also file a resolution plan for
consideration. According to Section 25(i)
of the Code, it will be the RP’s duty to pres-
ent all resolution plans received at the CoC’s
meetings. The responsibility of approving
a resolution plan rests with the CoC, which
will approve it with not less than 75 per
cent voting in favour of it. Where a plan
approved by the CoC is subsequently
approved by the AA, the final plan will be
binding on the corporate debtors, its
employees, members, creditors, guaran-
tors and other stakeholders involved in the
resolution plan. If the CoC fails to approve
and submit a resolution plan within the
prescribed time, the corporate debtor could

look at liquidation as an option, which will
result in auctioning of the company’s assets
to recover dues.

The NCLT is not expected to reject a
plan on the ground that it is not feasible, or
possible to implement the plan from a prac-
tical or economic/commercial point of
view. The NCLT is not meant to delve into
the technical and economical complexity of
the plan on what is essentially a commer-
cial decision of the creditor. However, the
resolution plan may be challenged at the
NCLT on technical grounds such as irregu-
larities in conduct of meetings or voting
process, challenge in calculation and pay-
ment of liquidation value, whether the plan
is unfair, unjust and prejudicial to the inter-
est of petitioner, and whether approval was
obtained by fraud or misrepresentation.

However, there are certain areas around
the resolution plan which remain unad-
dressed by the Code. There is lack of clari-
ty on whether the CoC can approve more
than one plan by a majority, and whether
the AA can request modifications in plans
approved by the CoC on technical grounds
or mistakes apparent from records. The
Code is also silent on changes that may be
required after approval of a final plan by the
AA, due to circumstantial variations such as
change in regulation, loss of key customer
or cancellation of licence. Clarity is also

required on whether consent
of shareholders is required on
the approved plan for sale of
assets, mergers and amalga-
mation, as per the provisions
of the Companies Act, 2013.

In the past, the RBI has ini-
tiated various restructuring
schemes — such as Corporate
Debt Restructuring, Strategic
Debt Restructuring, Joint
Lenders Forum, Scheme for
Sustainable Structuring of
Stressed Assets and the 5/25
scheme — to enable lenders

to formulate a plan of action and restruc-
ture debts of companies facing financial
difficulties on a timely basis. While these
schemes had the essence of a resolution
plan, they were prescriptive and lacked
flexibility. 

The resolution plan under the IBC is
expected to be more objective, flexible and
resolution-oriented. A good resolution plan
should be based on a robust business strat-
egy, and list material assumptions under-
pinning the business plan, including cur-
rent laws. It should also highlight key
critical factors and milestones, and clearly
define the implementation and monitor-
ing mechanism. 

An approved resolution plan under the
IBC should be a manifestation of the 
combined judgment of all stakeholders,
having the objective of maximising even-
tual returns to the creditors, thereby pre-
serving the value of the business. Lastly, it
is expected to provide better results 
than prospective liquidation by a corpo-
rate debtor.  

The writer is Partner, KPMG in India. These
views are personal

Should NOTA (none of the above) be an option in a state
Assembly vote for the Rajya Sabha, as it is for the electorate in
direct elections? Following the Gujarat Assembly secretary's
statement that the “NOTA” option will be available on the bal-
lot paper in the Rajya Sabha election next week, both the
Congress and the Bharatiya Janata Party have sought to con-
vince the Supreme Court and the Election Commission that
MLAs should not have this option. In the case of the Rajya
Sabha elections, the vote allows for the preferential ordering
of candidates. If an MLA chooses NOTA, the vote is rendered
ineffective. 

In principle, the presence of the NOTA option for the leg-
islator allows the possibility of a protest vote against the par-
ty high command for choosing candidates who are not agree-
able to her, without having to choose candidates from
opposing parties. The principle of a protest vote remains the
same even if these are indirect elections. The party high com-
mand can issue a whip for a Rajya Sabha candidate, but anti-
defection law provisions do not apply, and a defiant MLA is
not disqualified from membership of the House. But it is not
as if MLAs have previously fallen in line meekly on such occa-

sions. Therefore, instead of struggling against the democra-
tisation of indirect elections, through reforms such as the
NOTA option, parties would be better off relearning the art of
floor management. 

The Hindu, August 4

Not really ready for war

Fashion’s turning point?  
The journey beyond an outlet in New York is a long one 

The country is militarily stronger than it was in 1962, but the quality and structure of higher defence
management are no better than they were five decades ago

Congress, BJP protest too much
aboutNOTAoption in RS polls

They should instead focus on relearning
the art of floor management

The Reserve Bank of India in
its third bi-monthly mone-
tary policy announcement
has reduced the repo rate by
25 basis points. This cut in the
policy rate was long awaited
by industry. The repo rate is
now at its lowest level since
2010. Inflation rates are well
within control and invest-
ment has remained sluggish
for a long while. The mood of
industry was reflected in the
numbers for the Markit
Purchasing Managers Index
which showed a contraction
in orders from 50.9 in June to
47.9 in July 2017. This level is
the lowest since 2009. Hence
the case for a stimulus was
evident.

Now it remains to be seen
how quickly, and to what
extent, the commercial
banks pass on the rate cut to

borrowers in the form of
lower lending rates. It is not
clear though that a lower
cost of funds will result in a
significant increase in fresh
borrowing for investment
purposes. The cost of exist-
ing debt may come down for
some borrowers and repay-
ment patterns might
improve. There is another
area of concern. Prices of
vegetables have already
begun to rise sharply. If
cheaper funds are used by
traders to hoard, then the
current inflation rates will
rise even further, nullifying
the effect of a rate cut. It is
only if more production and
jobs emerge from the rate cut
that the policy should be
considered a success.

The Telegraph, August 4  

A timely rate cut

Banks must pass it on to borrowers
The timing of the income tax
raids at various premises
owned by Karnataka minis-
ter D K Shivakumar and his
associates has raised ques-
tions about political motiva-
tion. Mr Shivakumar has been
in the spotlight ever since the
Congress brought its Gujarat
MLAs to a resort in the out-
skirts of Bengaluru last week
— apparently in a bid to pre-
vent possible poaching by the
BJP’s political managers. At
the centre of the political dra-
ma is the Rajya Sabha elec-
tion in Gujarat, scheduled for
August 8. Six of the Congress
MLAs have quit the party,
three of them have joined the
BJP, leaving the former party
insecure about the loyalties
of its legislators, and their vul-
nerability to overtures from
the BJP. The BJP's exertions

to expand its ranks by woo-
ing legislators of rival parties
reek of impatience and greed.
In many ways, the Gujarat RS
election is a throwback to the
politics of the 1980s.

If the Congress in the ‘80s
was accused of using Central
agencies like the CBI, ED and
the IT department to force
political opponents to fall in
line, the same charge could
be hurled now at the BJP in
Delhi, Tamil Nadu, Bihar, and
now, Karnataka. Finance
Minister Arun Jaitley has
denied any connection
between the IT raids on Mr
Shivakumar and the Gujarat
RS polls. But the BJP will have
to do more to dispel the cloud
of suspicion that has come to
settle over its actions.

The Indian Express, August 4

Raid raj raises its ugly head

Central agencies are being misused

IBC an ideal tool for
solving bad-loan issue 
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Army Chief Gen Bipin Rawat (right) with Air Chief Marshal Birender Singh Dhanoa of the Indian Air Force

We are unable
to rectify
fundamental
weaknesses
despite the
availability of
advice from
experts
conversant with
every one
of them

While the earlier
corporate debt
restructuring
schemes had the
essence of a
resolution plan,
they lacked
flexibility.
Resolution plans
under the
Bankruptcy Code
are expected to be
more objective
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