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Afew weeks ago, I had written a
piece on garbage and how the
country seems to be filling up with

dumpsites and unsorted trash. We can all
see the magnitude of the problem if we
stop to look around us and we can also
see how little is being done to deal with it.
Almost every few days, there are news

stories in the dailies of courts asking
municipal officials to grab a broom and
get working — orders that seem to be
falling on deaf ears so far.

But of late, as the magnitude of the
problem grows, I have met a few people
working in the area and some private
individuals who have plunged in them-
selves and have realised that even at an
individual level, there are things we can
each do to make a small difference. These
are my learnings from them that I think
are worth sharing.

Although the Swachh Bharat
Abhiyan (SBA) is well intentioned, it is
not able to fully tackle the problem of sol-
id waste management — which remains
a matter under state jurisdiction. The
focus at the central level remains making
India open defecation-free while door-
to-door collection of garbage, segregat-
ing and sorting remains under munici-

pal control. The municipalities in most
states continue to work in a lackadaisical
and indifferent manner, if at all. None of
the urgency of the SBA has seeped into
their running.

One of the biggest problems in solid
waste management remains lack of awa-
reness and the dangers of not doing what
is required. The city-wide bubonic plague
in Surat in 1994 was primarily caused by
improper solid waste management.
Clogged sewers and drains accentuated
the problem — if not caused it — during
the Mumbai floods of 2006. The story
repeated itself when Chennai was hit by
floods in 2015. Time and again, the failure
to manage solid waste has compounded
— and occasionally led to — the damage
wreaked by natural disasters.

Why some states fare better is because
their citizens demand more and force
the government’s hand. Kerala is an

example. A more aware and cohesive cit-
izenry with common interests demand
its rights and coerces the government
and municipal authorities to do their
duties. Inequality of income in large met-
ros like Delhi and Mumbai leads to a
divide and allows the authorities to get
away with laxity. The rich pay to keep the
areas around them clean; the poor are
too wretched and lack both unity and
awareness to demand anything, more
often than not they are unaware of their
rights. It results in cities with pockets of
spotlessly clean areas intermingled with
areas strewn with garbage.

People who work in the area also say
that citizens can on their own do more.
Even tiny initiatives help and all steps
add up. Earlier, even in richer areas and
upmarket colonies in large cities it was
not uncommon to find people asking
their help to throw their garbage in emp-
ty plots nearby. But I do think this is
changing in cities like Delhi and Mumbai.
Of course it has helped that there are no
empty plots anymore, but also there is a
greater awareness. In Gurgaon for
instance, several resident communities
have come together to manage their
waste better. They sort and segregate,

pay for private services to collect the
waste and in many cases are composting
in their apartments. A number of women
are actively encouraging others to follow
suit. They are both more aware and will-
ing to take the trouble to not only do it
themselves but also spread the message.
It’s heartening to see as they are leading
by example. Similarly, in Bengaluru
many apartment complexes and bulk
waste generators — partly forced by law
— manage their own waste. Let me add
here that law is not the problem in India.
Laws are aplenty (take a look at the Solid
Waste Management Rules, 2016). It’s the
implementation that remains an issue.

Last but by no means the least, I am
delighted to report that a state that wants
to do it can. I am just back from a trip to
Madhya Pradesh’s commercial hub,
Indore, and I am yet to come to terms
with what a government can achieve if it
so desires. In 18 months, the city of
Indore has done what many cities would
not be able to achieve in years. Since this
is a separate — and marvellous — story
for me I won’t elaborate too much here
except to say that if there is a will, there
is definitely a way. Indore is a shining
example of this.

How to clean up the mess
To improve civic amenities and solid waste management, a more aware and
cohesive citizenry can do its bit and demand more from its government
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The Mahatma Gandhi Nati-
onal Rural Employment
Guarantee Act (MGNRE-

GA) provides a minimum of 100
days of work in a year for every
rural household at a minimum
wage. Because of MGNREGA, for
the first time in the country, a
transaction-based Management
Information System (MIS) has
been made available in the pub-
lic domain; a great feather in the
cap of transparency. An essential
safeguard in MGNREGA is the
delay compensation which is
paid, as penalty, when workers
don’t receive wages within 
15 days of completion of work.
Despite several progressive meas-
ures, payment delays are ram-
pant and the method of delay
compensation is flawed leading
to massive under-calculation of
the true payable compensation.

In order to assess the extent of
the true delays in wage payments
and the associated under-calcu-
lation of delay compensation, we
present some intermediate find-
ings from an ongoing study. We
have analysed over 90 lakh recor-
ds for the financial year 2016-17
from a random sample of 3,446
panchayats across 10 states. In
our (fairly large) sample, only 21
per cent wage payments for work
done are completed within the
stipulated 15-day period. In 47 per
cent of the records analysed, only
partial delay compensation is
being captured and the remain-
ing 32 per cent of the records are

not even being considered as de-
lays in the NREGA MIS. These are
due to the flawed method of cal-
culating delay compensation. On
aggregate, in our sample, while
the true total compensation pay-
able is about ~36 crore, only about
~15.6 crore is being calculated in
the MIS. In other words, about 57
per cent of the true payable com-
pensation is not being calculated
at all. This is in gross violation of
the spirit of the law.

The term “delay” has been
manipulated to underplay the
actual delays by the government.
Once the work is completed, an el-
ectronic voucher called the Funds
Transfer Order (FTO) is generated
at the block/panchayat. After two
digital signatures, the FTO is elec-
tronically sent to the Public Fina-
nce Management System (PFMS)
at the Centre. The Centre on its
part, after a sequence of more tec-
hnical steps, transfers the wages
to the beneficiaries’ accounts. The
date when the wages are deposit-
ed to the beneficiaries’ accounts is
known as the credited date on the
MIS. Instead of counting “delays”
from the time of muster closure
till the credited date, the MIS cal-
culates delay in days only till the
payment date. Payment date is
actually the date on which the
second signature on the FTO is
done at the block and not the
credited date. Thus, the delays
accrued from the FTO signed date
till the credited date is not treated
as “delay” in the MIS.

This leads to two broad cases.
Case 1: When the FTO second

signature is done after 15 days of

completion of work. Suppose the
wage for a week of work is ~1,002
and the muster was closed on
July 5, 2016. Suppose the FTO sec-
ond signature happened on Sep-
tember 10, 2016, and the credited

date is October 20, 2016. For this
situation, the prevailing flawed
method considers a delay of only
52 days (between July 5 and Sep-
tember 10) and not the true delay
of 92 days (between July 5 and

October 20). The prevailing met-
hod yields a compensation amo-
unt of ~26 whereas the true com-
pensation should ideally be ~46.

Thus, while the state govern-
ment’s delay is being accounted,
there is no accounting of the delay
in the funds transfer from the
Centre. Such partial accounting
for delay is observed in 47 per cent
of the records in our sample.

Case 2: This is the case is when
the FTO is signed within 15 days
of the muster closure but credit-
ing to workers’ accounts exceeds
15 days. Findings for this case are
in the table. About 32 per cent of
the records in our sample fall in
this category.

This case corresponds to the
scenario when state governments
are doing their job reasonably on

time and yet crediting to workers’
accounts doesn’t happen on time.
The Centre doesn’t acknowledge
delays beyond FTO second signa-
ture date, so no compensation is
being calculated for these cases.

As can be seen in the table,
when the states are sending the
FTO to the Centre within 15 days,
the workers are experiencing an
overall average unaccounted del-
ay of 63 days in our sample. Furt-
her, there appears to be much var-
iation in the time taken by the
Centre to release funds to differ-
ent states. In the two extremes for
this situation are Kerala and Mad-
hya Pradesh. When both these
states seem to be doing their part
of the job well, it appears that it is
taking 14 times longer for Kerala
to get funds in comparison with
Madhya Pradesh. The causes for
this intriguing observed pattern
of variation are, as yet, unclear.

The provision of the compen-
sation clause in the NREG Act
should ideally reduce payment
delays. As things stand, the large
delays are dissuading workers
from taking up NREGA work.
Currently, it is unclear as to who
assumes responsibility for the
delays accrued once the FTO is
generated at the state level.

The flaw in the method can be
easily rectified in the MIS, pro-
vided there is political and admin-
istrative will.

Narayanan is a faculty member at
Azim Premji University, Bengaluru.
Dhorajiwala and Golani are
independent researchers. 
The views expressed are personal

Despite several progressive measures, payment holdups are rampant because the method of delay compensation is flawed

MGNREGA payout delays underestimated

Welcome appointment
This refers to the report “Rajiv Kumar
named vice-chairman of NITI Aayog”
(August 6). The Centre’s decision to fill
the vacancy caused by the exit of Arvind
Panagariya with a professional econo-
mist, who has roots in India and who is
unlikely to take over the top position in
NITI Aayog with a resignation letter in his
pocket or an obligation to return after
expiry of leave, will be welcomed by all.

Now, one more thing the government
can do to make NITI Aayog a profession-
al and functional body that is “superior”
to the earlier dispensation (Planning
Commission) which it displaced is to
allow the present team comprising stal-
warts such as Bibek Debroy, V K Saraswat
and Vinod Paul some breathing time to
settle down and evolve an institutional
strategy which will help the organisation
stand on its own. To make this possible,
the government’s support will be needed
in making the organisation financially
independent and also in terms of legisla-
tion, where necessary.

M G Warrier   Mumbai

Upper House check
That Venkaiah Naidu (pictured) would
be elected vice-president was a foregone
conclusion. The National Democratic
Alliance (NDA) would want its own man
as chairman of the Rajya Sabha, particu-
larly as it does not yet have a majority
there. But the United Progressive Alliance
(UPA) missed a good tactic in the presi-
dential elections. The NDA had the num-
bers. But the UPA could have announced
that if the NDA chose a non-political
nominee who has never been a member
of any party or even a legislator as
Independent, it would support the can-
didate so that there is unanimous elec-
tion of the President. That would have
put the NDA on the back foot (like the
UPA was in 2002 when APJ Abdul Kalam
was fielded) and caused considerable
thinking to thwart the suggestion and
even convince the people why it refused.

A neutral president would be better
for the UPA in 2019. Now the spotlight is

on Rajya Sabha majority. It would be in
the interest of the country and its people
not to give the NDA a majority in the
Rajya Sabha, as then it would then have
too free a hand. The government must be
given the task of convincing at least a
section of the opposition in the Upper
House to get legislations through. That
would make it less belligerent and make
it necessary for house management
strategies and lower political tempera-
tures. In the given scenario, while a gov-
ernment must be given a majority in the
Lok Sabha so that we don’t see umpteen
no confidence motions, it must be denied
a majority in the Upper House to prevent
any runaway policies and agendas.

T R Ramaswami   Mumbai

Constitutional role
The president and vice-president have
constitutional obligations. While
addressing a meeting of National
Democratic Alliance (NDA) MPs just
ahead of the election for the office of

vice-president of India, Prime Minister
Narendra Modi had said it is significant
that the country would have the presi-
dent and the vice-president from the
same ideology as that of the alliance dur-
ing 2017-22. It seems Modi has forgotten
the important feature of our democratic
set-up — that when the president and
vice-president are elected, they do not
have any ideology.

They are the president and vice-pres-
ident of the nation and they are to safe-
guards its interests in accordance with
the Constitution of India. The vice-pres-
idential office is constitutional, but the
most substantive part of the incumbent's
job is his role as chairman of the Rajya
Sabha. It is in this context that a vice-
president gets tested and judged irre-
spective of his ideology. It is for the
chairman to protect the requisite neu-
trality and fair-mindedness over and
above of his ideology. Now that the
Bharatiya Janata Party has more Rajya
Sabha MPs (though not in majority) than
Congress and when the NDA and its
friends are no longer heavily outnum-
bered by the combined opposition, his
role becomes a testing one. We hope the
president and the vice-president will
stand by the value of multi-party democ-
racy and will be the custodians of the
Indian Constitution.

S K Khosla   Chandigarh
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We have spoken about job losses in this
column earlier. But, the labour mar-
kets’ problem is not just in this fall or
even its composition, which is no less
worrying. Arguably, a greater problem
is the sharp fall we see in the number
of people seeking jobs.

A fall in the number of people
employed along with a fall in the num-
ber of people seeking jobs implies a
fall in the labour force. Prima facie,
this is worrisome. Why should the
fastest growing large economy with a
young population see a fall in the
labour force?

The number of people who
declared themselves to be unemployed
and were willing to work and were also
actively looking for jobs was 39 mil-
lion in January 2016. Between January
and September 2016, this estimate var-
ied between 37 million and 44 million,
with an average of nearly 40 million
unemployed. It peaked in May 2016 to
over 44 million. This, we believe was
the time of the year when fresh gradu-
ates thronged the labour markets look-
ing for jobs.

In October 2016, the number of
unemployed dropped sharply to 30
million, from nearly 39 million in the
preceding month. But, there was no
corresponding increase in the number
of people employed. This happened
before demonetisation. We cannot tell
(because we do not have long time-
series data as the CMIE-BSE partner-
ship to estimate unemployment start-
ed generating data only in January
2016) if this was a seasonal fall at the
end of a busy kharif season.

Under normal circumstances the ex-
traordinary fall of October 2016 should
have reversed in a month or two. But,
this did not happen. The count of un-
employed has continued since October
2016. By July 2017, the number of people
unemployed fell to 13.7 million. It is this
persistent fall in the unemployed who
are seeking jobs to nearly a third of its

level a year ago that makes us focus on
this problem now.

Why are the unemployed not even
seeking jobs? It will require academics
to undertake rigorous research target-
ed for publication in peer-reviewed
journals of repute to answer the ques-
tion thoroughly. Ingredients for such
research (the record-level raw data) are
available with CMIE.

Here, I make one observation as is
evident from the broad aggregated data.

First, the data says that it is the
young who are moving out of the
labour force. It is the young who are
losing jobs and it is the young again,
who have stopped looking for jobs
although they are unemployed.

We define the young as persons
between 15 and 24 years of age.

We compare the January-April
2017 data against the September-
December 2016 data. Over this peri-
od, the labour force shrunk by 11 mil-
lion. Of this, 1.5 million were
employed and the rest, that is a
whopping 9.5 million were unem-
ployed. We had spoken about the loss
of 1.5 million jobs earlier (July 11,
2017). Now we try and understand a
bigger problem — the 9.5 million
people who stopped looking for jobs

with a particular focus on the young.
Of the 9.5 million unemployed

who stopped looking for jobs, nearly
seven million were young. Is it possi-
ble that the young decided to contin-
ue with studies rather than look for
jobs? This is known to happen in
developed countries — during eco-
nomic slowdowns, people seek to re-
skill themselves. A similar phenom-
enon could be under play in India
now. Young people faced with fewer
jobs or less-paying jobs may just
decide to pursue higher education
instead of looking for presumably
non-existent jobs.

Possibly, the youth are enrolling
themselves into the various skilling
programmes being promoted by the
government. But, if the youngsters are
not enrolling themselves in higher
education or skilling programmes
then, we could have a problem growing
in our midst.

The fall in the count of unemployed
is concentrated in Uttar Pradesh, Bihar,
Jharkhand and Odisha. These are the
less developed states and these are also
the states with the greatest bulge in
young population. Such youngsters,
who have no jobs and have even
stopped looking for jobs, could easily
stray into unlawful activities. The
demographic dividend can become a
demographic demon.

The need for rigorous research in
this area cannot be understated. We
do not have to wait for another round
of data collection on employment and
unemployment. Such an exercise
could take anywhere between three to
five years to provide any meaningful
insight. We need to call in the aca-
demics, use the existing machinery in
the government and in the private sec-
tor to help in understanding the
employment/unemployment scene in
India and take corrective actions wher-
ever necessary.

The author is managing director and CEO,
Centre for Monitoring Indian Economy P Ltd

Young, unemployed and not looking for jobs

Young people faced with fewer jobs
or less-paying jobs may just decide
to pursue higher education

Rakhi spoiler
Tracking the attendance records of
government employees has been a cat
and mouse game between them and their
superiors. While the biometric attendance
system had stymied the trend in its early
days, over time employees found they
could check in and out at any of the
network of connected machines — so the
one nearest to their homes became the
obvious choice for many who came in late
or left early. Authorities have now moved
to stop this trend by inserting a place
identifier in the machines. It acted as a
major spoiler this rakhi day — employees
had to travel to their offices to record their
presence instead of using machines
closest to their homes.

> CHINESE WHISPERS

Why and why not
The Bharatiya Janata Party (BJP) is a divided
lot on the issue of a woman stalked by the
son of the party’s Punjab state unit chief
and his friends. While some in the party
have questioned why the woman should
have been out at midnight, some others
have disagreed at the attempt to shame
the woman. BJP Lok Sabha member
Anurag Thakur tweeted on Monday his
strong condemnation of the incident.
“Instead of questioning the girl why she
was out at 12.30 am, we must question
those individuals and their mindset that
leads to such harassment,” he said.
Earlier, BJP’s Lok Sabha member from
Chandigarh Kirron Kher tweeted: “In 2017,
every girl and boy has equal rights to be
out at night. We need to respect that right.
I condemn statements questioning this.”

Keeping friends guessing

Top leaders of the Bharatiya Janata Party
(BJP) and Congress suffered pangs of
nervousness on the eve of elections to
three Rajya Sabha seats from Gujarat. The
BJP has laid much in store to ensure that
Congress leader Ahmed Patel is defeated.
The Congress has tried all it can to frustrate
the BJP machinations. On poll eve, former
Congress veteran Shankersinh Vaghela
(pictured), who recently quit as its leader in
the Gujarat assembly, was unwilling to
announce his choice in Tuesday’s contest.
“Each and every voter is the owner of his
vote. The vote is the personal property of
an MLA (for the Rajya Sabha election).
Therefore, I do not want to reveal whom I
will vote for,” Vaghela said. He, however,
said Patel and he have been friends since
1977. “We have been friends since then
and we remain friends till now. Even
today, we talked over phone. Our
relationship is not limited to politics,”
Vaghela said. BJP chief Amit Shah has
appointed party general secretary
Bhupender Yadav to be in Ahmedabad to
oversee the party’s preparations.

OUT OF THE BLUE
ANJULI BHARGAVA

NOT ADDING UP
FTO signature within 15 days but crediting into accounts exceeds 15 days

States Numberof records # Records forwhich FTO Percentage of records Average days taken Delay compensation
forwhich FTO is is generated within forwhich delays are to credit into accounts not calculated (in ~)

generated within 15 days but crediting not calculated when FTO is generated 
15 days to workers’ accounts within 15 days

exceeds 15 days

JHARKHAND 511,786 157,182 31 9 722,961
BIHAR 142,034 65,831 46 41 2,328,290
CHHATTISGARH 77,016 35,521 46 13 200,303
KARNATAKA 260,870 88,704 34 19 1,394,841
UP 29,551 15,938 54 40 360,833
RAJASTHAN 649,863 388,120 60 12 3,092,843
MP 194,483 39,214 20 6 114,469
ODISHA 176,252 93,142 53 34 1,644,133
WB 376,953 198,415 53 26 3,822,197
KERALA 2,374,254 1,803,628 76 89 82,209,019
OVERALL 4,793,062 2,885,695 60 63 95,889,889
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T
here is no doubt that the goods and services tax (GST) has the
potential to make far-reaching positive changes to the structure
of the Indian economy. It may, as time passes and as it is fine-
tuned, reduce costs all round and lead to great efficiency gains by

ensuring businesses find it easier to operate in the country. However, it is
also true that the current GST is an imperfect political compromise, with too
many different tax rates and too much scope for rent-seeking and alteration
that would dilute the positive impact of this reform. It has become increas-
ingly evident that to unlock the true potential of the GST’s gains, govern-
ments at both the state and central levels — as represented in the GST
Council — must have a clearer sense of the direction in which tweaks to the
GST need to be made. 

Such alterations are already becoming visible. The 20th meeting of the
GST Council, held on Saturday, decided to increase the cess on luxury cars
and sports utility vehicles from 15 per cent to up to 25 per cent. The decision
on when to raise the cess will be taken later. Among other things, the
Council slashed the tax rate for textile subcontracting — “job work” — to 
5 per cent from a high of 18 per cent. The rate of taxation on tractor parts was
also reduced. Absurdly, goods and services related to the Under-17 Football
World Cup were completely exempted. And, for some reason, the GST on
tickets for entering planetariums has been reduced. This is precisely the sort
of tinkering that could have been avoided with a simpler tax structure.
What is the logic underlying the decision to examine some issues and not
others? Which sectors are being given preference and why? Why are plan-
etariums singled out and not, say, private art galleries? Why one sports
event and not others? This is the kind of discretion and policy uncertainty
which the GST was supposed to end. It enables rent-seeking and corruption
and distorts economic effort.

The GST Council should focus on examining problems with the actu-
al administration of tax; if it instead uses its regular meetings to decide on
such frequent changes, cesses and exemptions the GST will end up being
less predictable and more prone to abuse than the previous system. Of
course, the current GST is unquestionably a work in progress. The structure
of the GST Council has been designed so that the tax regime can be con-
stantly updated and improved. But the changes and tweaks made to the
regime must be in the direction of greater simplicity and ease of use. There
should be a high bar for the adoption of sector-specific exemptions and rate
changes. It is still early days for the new indirect tax regime, so it is to be
hoped that constant changes will not become the norm. But the impetus
towards simplification must begin now, at least in the rhetoric. The Union
finance ministry, which deserves credit for steering the GST through the var-
ious political shoals that imperilled it, must again take the lead in this
process of constant improvement.

Remove tax uncertainty
GST should move towards more simplicity

T
he Bharatiya Janata Party’s (BJP’s) return to power in Bihar in alliance
with Chief Minister Nitish Kumar’s Janata Dal (United) has seen the
aggressive revival of the same “beef politics” that assailed Uttar
Pradesh soon after the party’s overwhelming victory there. Within

hours of his appointment, state Animal Husbandry Minister Pashupati Kumar
Paras said there would be no new slaughterhouses in Bihar and that the ban on
cow slaughter, enshrined in a 1955 state law, would be re-imposed. Almost on cue,
cow vigilantes from the Bajrang Dal attacked three men on suspicion of trans-
porting cow meat and an illegal abattoir was closed and three people arrested. 

Mr Paras, who is not a member of either House in the state legislature but is
an office-holder in older brother Ram Vilas Paswan’s Lok Janshakti Party, a
minor BJP ally, stated that only two abattoirs in Bihar were legal; the remaining
140-odd were illegal and would be closed. Though the meat processing industry
in Bihar is not as significant as it is in UP, this move is likely to have an escalating
impact on livelihoods, not just for those in the abattoir business but also for meat
retailers and dairy farmers. Although liberal commentators see the move as the
advancement of a narrow Hindutva agenda, Messrs Paras and Adityanath, chief
minister of UP, indubitably have the sanctity of law on their side. 

While it is worth wondering whether wholesale closure of illegal abattoirs
can be regarded as a constructive solution, yet their presence, in such large
numbers, speaks volumes about the failure of the states’ regulatory and vig-
ilance apparatus. It offers an example of the difficulties of doing business in
India, especially for small and marginal entrepreneurs who crowd the meat
processing supply chain. Several questions are worth asking. For one, how
were so many illegal abattoirs — the business can scarcely be conducted
clandestinely — allowed to flourish with impunity? Second, since it is clear that
there is a robust demand for the services of these abattoirs, why did so many
of them choose not to legalise themselves? Even if the obvious corruption
embedded in this situation were ignored, the answer lies in the formidable
array of approvals — from land-use norms and municipal licences to visits
from multiple central approving agencies — all of which are beyond the
wherewithal of the small abattoirs. And it is not a question of abattoirs alone
— such examples speak poorly of the level of regulation and supervision by
government agencies all over the country across sectors. 

Given the revenue-earning potential of the meat processing business,
then, it would have made sense for the state to step in and provide reasonably
priced abattoir services. Yet, in UP, where meat processing accounts for half of
India’s meat exports and employs over 2.5 million people, the government runs
only two of the 38 approved abattoirs — two others have been in the proposal
stage for some years. Closing illegal abattoirs now, without providing farmers
alternative exit options for cattle past their prime, may play well to a certain sup-
port base, but in India’s first and third most populous states, and among its poor-
est, cutting out a major source of jobs and nutrition can hardly help the cause
of vikas.

Unkind cuts
Illegal abattoirs point to failure of the state apparatus

In The Shipman’s Tale, Geoffrey Chaucer
writes about a merchant too busy with
business to notice that his wife is having
an affair with the clergyman. The clergy-
man borrows money from the merchant
which he uses to endear himself to the
merchant’s wife, and then tells the 
merchant that he has repaid the debt.

Tim Harford, Britain’s answer to
Malcolm Gladwell, recounts this story
from The Canterbury Tales in the chapter
on “Double-Entry Bookkeeping” in his lat-
est book. Mr Harford, who writes the
“Undercover Economist” column in the
Financial Times and has trained his eye

on the more interesting aspects of eco-
nomics before, presents here a list of 
50 overlooked inventions that trans-
formed the modern economy.

The Chaucer reference is a cautionary
tale of how even the best inventions —
and double-entry bookkeeping is as good
as it gets, allowing businesses from the
14th century onwards to pump money
where the profits are — have left some los-
ers in their wake. Nearly every invention
mentioned here — from the banal (the
passport) to the unheard-of (the Haber-
Bosch process that harnesses nitrogen to
make ammonia) — is both uplifted by 
early pros and saddled with later cons.

Consider the humble passport. This
ubiquitous document was so unpopular in
the 19th century that the French emperor
dubbed it “an oppressive invention”. The
First World War changed all that, and even
hundred years on, we continue to use the
basic template of the booklet. While Mr
Harford, as a citizen of the world, is natu-

rally suspicious of governments deciding
who gets to travel and where, security
experts will not share his enthusiasm for
open borders in this age of terror.

Where Mr Harford makes an impres-
sive case is in listing inventions that have
dramatically altered the gender dynamics
of the workplace. From infant formula to
TV dinners (pre-cooked frozen meals), the
20th century was a time of great churn
within the household, as women searched
for greater autonomy in running domestic
affairs. Mr Harford adds the contraceptive
pill to this list, making the argument that
its success, initially in the US and then all
over the world, freed women from marry-
ing early and giving up their careers.

Yet, Mr Harford’s selection may leave
the discerning reader baffled. He includes,
as he should, air conditioning and refrig-
eration in his list but leaves out, say, wash-
ing machines. But the charm of this
writerly species, a group that includes
Steven Levitt and Robert Shiller, is that

you don’t read them just for the facts and
ideas. “The washing machine didn’t save
much time, and the ready meal did,
because we were willing to stink but we
weren’t willing to starve,” is how Mr
Harford defends his exclusion of the
washing machine.

While Mr Harford grants that every
dramatic invention takes years of hard
work and the support of many unknown
faces to come to pass, he is not immune to
the charms of the neat story. From the
magical account of how Selfridges
became London’s pre-eminent depart-
mental store to the inspiring tale of Grace
Hopper, the woman who may have single-
handedly made programming languages
possible, it is in the narrative details that
even the not-so-monumental inventions
begin to sing. At other times, Mr Harford
overplays his hand. Consider the chapter
on video games: “More puzzling still,
while most studies of employment find
that it makes people thoroughly miser-
able, against expectations the happiness
of these young men was rising…These
young men were deciding they didn’t
want to be a Starbucks server. Being a star-

ship captain was far more appealing.”
Apart from the fact that the young

men’s parents may have different ideas
about the appeal of starship men, this easy
correlation between video game con-
sumption and unemployment is a stretch.
Does Mr Harford, the celebrated econom-
ics writer, really expect us to believe that
unemployment is not a complex interplay
of several factors but a by-product of a
generation’s addiction to video games?

This unevenness extends to other parts
of the book. The financial chapters
include such heavyweights as insurance
and paper money but also tax havens and
index funds. I am not sure tax havens real-
ly belong in a book about 50 things that
changed the face of the modern economy,
especially at a time when governments
are doing everything in their power to, on
the one hand, offer corporations a more
sensible tax structure, and on the other,
clear the haze between tax avoidance and
parking of ill-gotten wealth.

The book also has a Western bias
which is perhaps natural, given the scope
of Mr Harford’s work. There is a chapter
on m-Pesa but none on Grameen Bank,

even though banking as a theme runs
through the text. The book is ultimately a
compilation of innovations and ideas that
started and grew in a certain milieu and
were then adopted globally. What is miss-
ing is how these innovations were further
tweaked to meet local conditions.

It does seem from reading the book
that all the really important stuff hap-
pened before our time. The most convinc-
ing section of the book, “Ideas About
Ideas”, lists the intangibles that have had
an outsize influence. Even the most defin-
ing innovations of our age, a cluster that
boasts such luminaries as the iPhone, pale
in comparison to these inventions, which
range from public key cryptography, in
whose absence there would be no inter-
net, to limited liability companies, on
which is founded the entire edifice of
modern commerce.

The undercover game-changers

The hype about the 70th anniversary of
Independence is growing daily. Though a lit-
tle older than “midnight’s children”, I can jus-

tifiably claim to have grown up
in and with independent India.
Hence I crave the readers’ indul-
gence for some personal 
reflections.

I first encountered what we
now call identity politics very
early on, even before I started
school. My father was offered an
out-of-turn promotion in early
1948 because our last name was
commonly associated with a
shoemaker community of the
area. He politely said that he
would abide by the rules and
wait his turn, which was late in
coming. He never regretted that decision.

My grandmother had adopted my father and
his siblings. She was a pious child widow, had
shaved her head and diligently observed every rit-
ual imposed on her. She also managed her sizeable
landholdings by working closely with her chief
tenant, a Muslim of her age. When he visited us
with the harvest, he was accorded all respect due to
a family elder, although he never stepped beyond
the outer parlour of the house. No one thought this
odd in the least, leave alone as deserving oppro-
brium. This was in Dharwar district of 
north Karnataka, later to emerge as a hotspot of
communal tension.

I attended ordinary government-aided schools.
Family background was irrelevant. Everyone took
umbrage at being asked about caste. My Sanskrit
teacher introduced us to Panini and Bhaskaracharya
and the elegance of their work.  He called them, not
the myriad myths, our true heritage.  The science
teacher began with the story of Newton’s apple,
which became a life-long hook. One day in 1955, he

told us that he couldn’t teach that day, because his
god, Albert Einstein, had died. I questioned the his-
tory text version of the Scythian origins of the

Rajasthanis and still got top
grade. Marks were precious but
using tuitions and guidebooks
was a stigma never to be admit-
ted. A score of 80 per cent almost
assured a place in the state 
merit list.

I was among the earliest stu-
dents of Indian
Institute of
Technology, Bombay.
The IITs were consid-
ered elite institutions
not because of the
social status of their
students — most of

us were from salaried middle class fami-
lies — or their fees — ~200 a year as
tuition was laughably low even in the
1960s. They earned that reputation
because of their up-to-date curricula, rig-
orous academic discipline and top-notch
young faculty, some (not all) with degrees
from well-known universities abroad. So
heady was the atmosphere that we spent entire
nights debating whether god was really a universal
equation of state not fully understood as yet, decades
before we heard of unified string theories of every-
thing.  That education helped us fit seamlessly into
universities abroad. We went there on our own
steam, without bankrupting our families.  

When I returned to teach at Indian Institute of
Management, Ahmedabad, in 1971, I found the IIT
culture alive and thriving there. The austereness of
the Louis Kahn-designed structures matched our
lifestyles. Faculty and alumni salaries were rooted in
Indian ground reality, which no one minded. 
We took great pride in being called and respected 

as teachers.
Things began changing soon thereafter, and rap-

idly so after the 1990s. The Emergency shook us to
the core but the euphoria of 1977 did not last long in
the already devalued polity.  I was shocked to hear
the central services probationers call some of their
colleagues “scheds”, a derogatory reference to their
origin.  Aspirations outpaced incomes, and frustra-
tion caused immediate income to be the sole crite-
rion for career choice. Means to achieve that end
became far less important.  

India today is as different from the one I grew up
in as chalk is from cheese. We have enshrined the
right to education. The number of school and college
graduates has grown by order-of-magnitude, but
what they have learnt is questionable. The land-

scape is dotted with IITs and IIMs but pre-
cious few are worthy of the appellation.
We have every manner of goodies avail-
able, at a price of course. The world is in
our living rooms and on mobile phones
thanks to electronic and social media. We
do not need the Prime Minister’s rallies
abroad to know that India has arrived.

In this India, strangers think nothing
of asking me right off about my regional
and community origins because of the
odd surname. My provenance defines my
identity, not my capabilities. Chatter is
incessant, but people hesitate to voice
divergent views.  When we sold our house
in 2001, a well-known doctor showed

interest. He told me that this was a favour, because
a Muslim family in the neighbourhood had
depressed the market. A respected former chairman
of two public sector banks (now no more) told me in
2002 that he saw nothing wrong in what was hap-
pening then in Gujarat.

It saddens me most that our offer to tutor young
children in our neighbourhood has no takers, most
likely because the parents think we will not prepare
them for the examinations and would be disruptive.
They wear as badges of honour the number of
tuitions their wards have and their costs.

India is free, certainly, and has been so for 70
years. But are Indians free-spirited?
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One of the biggest challenges facing any fund
manager today is what to do with technol-
ogy behemoths when constructing portfo-

lios. When running a global port-
folio you cannot avoid Facebook,
Apple, Alphabet, Amazon and
Netflix (FAAAN). For an EM
investor the same applies to
Tencent and Alibaba.

Without these stocks in your
portfolio you were doomed to
underperform. Over the last
decade a basket of the FAAAN
stocks was up more than 50 times
compared to the S&P 500, which
slightly more than doubled.

However if you look at the
dominance of these stocks today
one should be worried. The top five companies
globally by market capitalisation are all US 
tech behemoths. Seven of the top 10 today are
technology companies. 

Historically such over-representation of a theme
or sector has not ended well. In 1980, with inflation
in double digits and belief in commodity short-
ages, six of the top 10 companies were oil produc-
ers and energy stocks were more than 30 per cent
of the benchmark. Energy stocks were big under-
performers in the subsequent decade. In 1990, the
world was fascinated by Japan. Eight of the top 10
companies were Japanese, and Japan was 45 per
cent of the MSCI world index (larger weightage
than US). Japan has been a serial underperformer
since then. In 2000, we had the TMT (tech, media,
telecom) bubble. TMT stocks were seven of the top
10 globally and these sectors made up more than 30
per cent of the relevant benchmarks, again huge
underperformance ensued for most of the decade.

In 2010, it was China and China related plays, they
made up six of the top 10 stocks, again a theme that
has not worked. 

Given the above pattern, it
should be quite straight forward.
Just underweight the global tech-
nology behemoths and enjoy out-
performance over the coming
decade. If it were only that simple!
Beyond the inconvenient truth
that tech is driving most of today’s
outperformance, these companies
have some differences with past
examples.

Most of the technology giants
of today are consumer franchises
and based on network effects.
They are able to provide services at

zero marginal cost to a very sticky and loyal cus-
tomer base. Once you are on iOS, with all your
apps and media it is very unlikely you will shift.
Similarly once hooked to Amazon Prime, why will
you move? These network businesses are very dif-
ficult to dislodge and enjoy rising economies of
scale. They get better and provide even more val-
ue to their consumers the bigger they are. They are
cash flow machines, which will never raise capital.
They have become almost monopoly-like in their
competitive position. A monopoly not constrained
by size or regulation is an incredibly powerful
business. A business which is justifiably worth a
premium valuation.

With the exception of Amazon, the valuation of
these tech giants is not ludicrous. Apple, trades at
less than 16 times earnings, stripped of its excess
cash. Alibaba, Tencent and Facebook, all trade at
a PEG (price/earnings to growth) ratio of between
1 and 1.3. While the absolute market capitalisa-

tion of these companies is high, it is not out of
line with the growth and profitability. A protected,
high growth, global cash flow stream is incredibly
valuable in today’s low growth, low inflation macro
backdrop.

Given the quality of these business models,
their global opportunity, monopoly-like competi-
tive position, and understandable valuation pre-
mium, one hesitates to exit these tech giants. 
They will eventually also underperform but for
different reasons.

The two big risks they face to my mind are tech-
nology disruption and government regulation.

On technology disruption, as said before it is
very tough to dislodge a network business, espe-
cially one which has the resources to very quickly
copy any new technological or business model
innovation. All the tech giants are investing mas-
sively in the new technology frontiers of AI, cloud,
autonomous driving, IOT, etc.

As for regulatory risk, it is clear and visible.
Some observers go so far as to suggest that the
tech giants are today’s equivalent of Standard Oil
(US oil company which was broken up in 1911 by
US regulators, due to monopolistic concerns and
was the parent of Exxon, Mobil, Chevron and
Amoco. Its abuse of power led to the concept of
antitrust regulations).

Already in Europe we see signs of regulatory
backlash. The fines on Google for abusing its
search results. The $14-billion Irish tax case against
Apple and the recent fines against
Facebook/WhatsApp. In China the regulator has
forced Tencent to regulate time spent on certain
games. Even Donald Trump has started murmur-
ing against Amazon. Could this all escalate? 

The one thing going in favour of the tech giants
is their continued popularity with the common
people. These companies are still perceived as
lowering prices of goods and making life easier.
They are seen as improving living standards and
not abusing their monopolistic position. Nobody
is calling Mr Bezos, Mr Page or Mr Zuckerberg a
robber baron. No one thinks Alphabet or Amazon
is a vampire squid sucking profits out of common
folk. Unlike Standard Oil or US Steel in the early
20th century or the banks a decade ago, there is no
popular outcry to keep technology companies in
check today. 

However this is today, things can change. The
technology giants need to be hyper-sensitive to
public sentiment. Public opinion cannot be
allowed to turn against them. Given their power,
wealth and size, governments will be only too hap-
py to come down hard on these giants. Given the
criticality of moulding public opinion and driving
the public policy agenda, is it any surprise that
many of the technology titans are now buying into
influential newspapers and magazines.
Washington Post, South China Morning Post and
The Atlantic are just some known examples.
Altruism combined with protecting the core.
Makes sense, expect more such investments going
forward. The only thing these companies fear is
government regulation. Their main risk is political.
They will become more active in moulding public
opinion. It is a business necessity.

The writer is at Amansa Capital. These views are his own
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