
T
he Unified Payment Interface (UPI), which was launched last week,
shouldconsiderablyeasetheprocessofretailtransactionsandthus,help
movetheeconomyclosertotheReserveBankofIndia’s(RBI’s) idealof
a“lesscash”economy. If itworksasenvisaged, theUPIwill offergreat

convenienceandenhancedsecurity.Many transactions, includinge-commerce
payments,cabfares,road-tollpayments,medicalemergencypayments,andsoon,
canbemanaged instantlywithout theneedtocarrycash,or riskbeinghacked.

The freeapp is currently available for theaccountholdersof 19privateand
public sector banks.Anyandroidphoneusermaydownload it fromPlay Store.
Theusermaysetupanaccountwitha“virtualid”(thatisausername)andasecret
mobilePIN(personalidentificationnumber).Moneycanbetransferredfromany
virtualidtoanyothervirtualid.Thereisanupperlimitof~1lakhpertransaction,
withnolower limit.Eachtransactionisconfirmedbytextmessages.Theconfir-
mation and reconciliation of transactions are done by the National Payments
CorporationofIndia(NPCI),anumbrellaorganisationsetupbytheRBI.NPCIhas
every commercial bank as a member. Another 20-odd commercial banks are
expected to release versions of the app soon. The users of theUPI systemneed
not reveal bankaccountdetails, PAN, etc, to eachother; all theyneed is the vir-
tual id of the counter-party. The costs areminimal, working out to an SMS per
transaction (usersmust have aworkingdata connection). The systemoperates
24x7andthetransfer is instantaneous,unlikewithachequepayment,orevena
conventional electronicbank transfer (NEFT/RTGS).

Once the app is rolled out by all banks, anybody with an android smart-
phone–about250millionIndiansat themomentandgrowingfast–andabank
accountcouldbeauser.Thisvastlyincreasesthecatchmentpopulationforcash-
lesstransactions.Currently,lessthan25millionIndianshavecreditcardsandabout
125millionhavemobilewallets.TheUPIappsupersedesmobilewalletssinceit is
moreconvenient.Theutilityof theUPIwillbeenhancedas itspopularitygrows;
themoreentities thereareutilising theUPI, themoreuseful itwillbecome.

Thissystemcouldprofoundlyalterthetransactionlandscape.Roughlytwo-
thirds of India’s GDPby volume, or about ~95 lakh crore, is estimated to be gen-
eratedincashtransactions.Manyofthesetransactionscouldbemoreconveniently
settledthisway.Thatwouldreducetheneedtoprintandcirculateexpensivepaper
currency.TheUPIsystemwillalsogeneratehugedata,whichwouldhelptoaccu-
rately map the cash economy and identify areas of tax leakage. Over time, it
wouldalsobepossible todevelopcredit-profilingmodels thataremoreaccurate
anddynamic.TheUPIwillneedrobustsecurity.Apartfromstrongauthentication
forend-users, theNPCIserverwillhavetobeverysecureandcompletelybacked
up.Theremustalsobeend-to-endencryptiontopreventmessagesbeingreadin
transitandfail-safemeasurestodealwiththeftofmobiles,andlossofconnectivity
duringa transaction, etc.Assuming thosepre-conditionsaremet, theUPIcould
beadisruptive technology thatpropels thebankingsystemintoanewera.

Towardsa‘lesscash’economy
The UPI could propel banking into a new era

A
ll donot seemwellwith thecountry’s ~15,000-crorehi-techseedsec-
tor.Tworecenteventsclearlybringthisout.First,peevedat theregu-
latoryuncertainties,majorseedandseedtechnologycompanieshave
groupedthemselves intoaFederationofSeedIndustryofIndia(FSII)

toserveasagingergrouptoprotecttheircommercialinterests.Second,theindige-
nouslydevelopedgeneticallymodified(GM)mustardhybriddoesnotseemtohave
movedanycloser togetting thegovernment’spermission for cultivationdespite
havinggonethroughextensiveevaluationandobtainingbio-safetyapprovalfrom
ahigh-levelgovernment-appointedexpertpanel.That’sbecausethegovernment,
failingtosheditsindecisivenessongene-tweakedcrops,hasoptedtoputthepan-
el’sreportandsafetydataonitswebsiteforpubliccomments—anobviousdelay-
ingtacticconsideringthatthisissuehasalreadybeenpubliclydebatedthreadbare.
Thefarmerswill,asaresult,continuetobedeprivedofanewseedthatcanpoten-
tiallyenhancethemustardyieldby25percent,raisetheirincome,andreducethe
country’sdependenceonedibleoilimports.Therefore,neithertheconfrontation
betweentheseedindustryandthegovernmentnorthedilly-dallyingonthepart
ofthegovernmenttoallowmoreGMcrops,otherthancotton,isgoodforthefarm
sector,whichsupportsmore thanhalf thecountry’spopulation.

Nevertheless,moot issues have nowbeen crystallised. The seed technolo-
gyindustryfeelsthatthegovernment’sbidtocaproyaltyontheirproprietarytech-
nologies and its intention to make them share their technologies with other
stakeholdersthroughregulationsuchascompulsorylicensingarebadinlawand
contrarytoglobalpractices.Thoughthegovernmenthasputitsproposalsonhold,
the bid to abridge the seed industry’s business freedom through official inter-
ventions is tantamount tomeddlingwiththe intellectualpropertydevelopedat
ahugecostandshould, therefore,bedesisted.Similarly, in thecaseofotherGM
crops,notably theGMmustardhybridDMH-11evolvedby theDelhiUniversity,
thegovernment’sdilly-dallyingongranting the final approval servesasadisin-
centive forprivateandpublic investment indevelopingnewhi-techseeds.

Monsantohaschosentoregister itsprotestagainstofficialpoliciesbywith-
drawingitsapplicationforthenextgenerationtechnology–BollgardIIRoundup
ReadyFlex.But, ithas,at thesametime, indicatedthat it isonlysuspendingthe
introductionofthisproduct. Itwouldcontinueitsotherseedsbusiness.Luckily,
atthisstage,boththeseeminglyhardenedstandbythebio-techseedcompanies
and thepinprickingby the government appearmereposturing. The seed com-
panies,apparently,donotwanttoshunthelargeandlucrativeIndianseedmar-
ket.Nordoes, indeed, thegovernment trulywant themtodoso.

If thegovernment isseriousaboutmakingbio-techseedsavailable tofarmers
atlowercost,itshouldencourage–notinhibit–evolutionofmorebio-techvarieties
topromotecompetitioninthissector.Atpresent,thepoliciesareimpedingresearch
anddevelopmentofnewGMseedsandtheirhassle-freemarketing.Well-judgedmod-
ificationsinthesepoliciesare,therefore,urgentlycalledfortoensuresmoothfunc-
tioningandgrowthoftheseedsector.Thegovernmentshould,tobefair,improvethe
ease of doing business in the seed sector as well. Otherwise, the ultimate losers
wouldbethefarmerswhoseintereststhegovernmentavowedlyseekstoprotect.

Aseedyaffair
Govt must raise the ease of doing business in seed industry

As protestors dug their heels into Tahrir
Square, Cairo, chanting “GoMubarak!”
and demanded the eponymous libera-
tion that their chosen site promised,
Arab Spring arrived in Egypt, in 2011—
quite appropriately, the birth centenary
ofNobel laureateNaguibMahfouz.
Perhaps the best knownwriter of the
Arabworld,Mahfouzwas the prolific
chronicler of the troubledmodern his-
tory of his ancient nation, leading to the
popular uprising against the dictator,
HosniMubarak.Hisworks are also a
desperate yearning for democracy and
social justice that sparked the revolu-

tion—anddecades after theywere first
published, the novels continue to
inspire those seeking social justice.

Now, this slim volume—purported-
ly the first of his collected non-fiction—
brings to us some of his earliest writing:
Essays and newspaper articles penned
mostly as an undergraduate student of
philosophy at the CairoUniversity in
the late 1930s. In the Introduction,
RasheedEl-Enany, professor of Arabic
and comparative literature at theDoha
Institute of Graduate Studies, writes:
“Mahfouz... was indifferent about the
essays... and had routinely declined
propositions to collect and publish
them.” The reasons are quite obvious to
any reader: These aremostly juvenilia
— in thought and style, and not yet a
shade on the futurewriter.

Between its two covers, the book col-
lects 21 short essays,mostly on philo-
sophical subjects, some on literature,
art and society, a book review or two,

and someprofiles of contemporaries.
For a general reader, the philosophical
essays are bound to be disappointing.
They have neither any original thought,
nor any startling research.Mostly, they
seem content reproducing – in simpli-
fied language – the concepts and
philosophersMahfouzwould have
studied in class. Their original purpose
and themotive for translating and
reproducing are lost onme. A scholar is
unlikely to glean any new insight into
Mahfouz’ writing and other readerswill
find no pleasure in these trite pieces.

The translatorwrites howhe
remained faithful to the original texts,
and his reason for doing so: “the
thought andwriting in these early
essays lack sophistication... the impor-
tance of these essays... liesmore in their
value as historical documents... rather
than... as informative pieces.” Yet, one
wonders if the time and effort used in
translating and publishing these pieces,

whichwould have noworth if not for
their author’s future success and fame,
could not have been better utilised?
Describing hiswriting process in a 1992
ParisReview interview,Mahfouz said: “I
make frequent revisions. I cut out a lot...
Then I tear up all the old reworkings
and throw themaway.” It would have
been good if someone had thrown these
away, too.

The book is, however, notwholly
withoutmerit. In some of the profiles of
his contemporarywriters and artistes,
we do get a glimpse, albeit a hazy one,
into the vibrant intellectual life of Cairo
in 1930s. In “Three of OurWriters”,
Mahfouz profiles Abbas el-Akkad, Taha
Hussein and SalamaMoussa, whomhe
describes to be the “representatives of
ourNahda”— the cultural renaissance
in theArabworld in the late nineteenth
and early twentieth centuries. After a
few general comments on their work –
without any analysis –Mahfouzwrites:
“el-Akkad is the spirit of the literary
Nahda, TahaHussein is its rational
mind, and SalamaMoussa is its will.”
Sentimental stuff!

In the essay “I Have Read (Part 2)”,
we get a glimpse of a futureMahfouz,
whowould defend SalmanRushdie’s
right to writeThe
Satanic Verses, inviting a
fatwa on himself and a
murderous attack. In the
essay, he defends el-
Akkad’s choice of sub-
ject inACompilation of
Islam’sGeniuses, against
an anonymous correspondent’s attack:
“it is reprehensible and tyrannical that
someonewould demand of a writer
that he takes up subjects that accord to
their taste— thewriter is free to write
what he likes and reader is free to read
it or not.” This is a tad simplistic but
has reverberations of his later defence
ofMr Rushdie. Making no bones of the
fact that he foundThe Satanic Verses
offensible, Mahfouz toldTheParis
Review: “I consider Khomeini’s position
dangerous. He does not have the right
to pass judgment— that’s not the
Islamic way.”

Besides these few gems, the slim vol-
umewould not beworth reading at all.

In her essay onMahfouz’Children of the
Alley, Nathaniel Greenbergwrites it is
impossible to read themaster’s novel

“as anything but an aesthetic
anticipation of the future”...
a touchstone in Egypt’s long
struggle for democracy.”
Mahfouz did not always dis-
play a great insight as a polit-
ical thinker. In theParis
Review interview quoted ear-

lier, he said: “HosniMubarak?His con-
stitution is not democratic, but he is
democratic.” By the 2011 revolution,Mr
Mubarak had lost whatever democratic
credentials hemight have had. But, one
suspects,Mahfouzwould not be too
unhappy to see the last of him; nor of
the essays in this book.

NaguibMahfouz’s trivial pursuits

T he annual Budget-making exercise from this
yearwillbedifferentinmanyways.Thisisgoing
to be unusual. Only a few finance ministers

havehadthechanceofmakingfundamentalchanges
in the way Union Budgets are presented. Finance
MinisterArunJaitleywillbeoneofthem—andnotjust
forbringingaboutachangeortwo,
butmost likely for asmany as five
fairly significant changes.

In1999,YashwantSinhadepart-
ed from the past practice of pre-
senting the Budget at 5 pm. Mr
Sinha chose to present the Budget
for 1999-2000 on the morning of
February 27 that year. Presenting
the budget at 5 pmwas a legacy of
theBritishRaj,butittookmorethan
half a century after Independence
forafinanceministertochangethe
timeofBudgetpresentation.

Afewyearslater,JaswantSingh
in February 2003 discarded the
practiceofpresentingtheBudgetspeechintwodistinct
parts—Part A and Part B. The all-important tax pro-
posalswouldalwaysbeincludedinPartBofthespeech,
whichwouldberevealedseparatelyafterthepresenta-
tionofthePartAofthespeechthatcontainedthebroad
reviewoftheeconomyanddetailsofthegovernment’s
mainexpenditureprogrammes.

MrJaitleyhasalreadyindicatedthattheimpactof
thegoodsandservicestax(GST)ontheannualBudget
wouldbesignificant. With13stateAssemblieshaving
already endorsed the passage of the Constitution
amendmentBillonGSTandthetargetofsecuringthe
approval of half the Assemblies likely to be realised
before the coming winter session of Parliament, it
appears that the financeministermaywellmeet the
coveted goal of rolling out the new indirect taxes
regime from next April. If that happens, then the
Budgetexercisewillbelessaboutindirecttaxratesand
more about expenditure allocations.

While presenting his Budget in February 1997,
PalaniappanChidambaramhadintroducedthree-slab
income-tax rates for individuals— 10 per cent on the
lowestslabofincome,20percentforthesecondincome
slaband30percentonthetopincomeslab.Thesystem
ofthree-slabincome-taxratesforindividualshasstood

thetestoftimeandnofinancemin-
isterinthelast19yearsfounditnec-
essarytochangethatstructure.Yes,
surcharges may have been levied
and the income slabs have been
revised upwards for obvious rea-
sons, butno financeminister after
MrChidambaramhadtoreallywor-
ryaboutwhatratesshouldbefixed
for individual incometax.

The new system’s stability and
simplicityhavebeenanunqualified
boonfor thepeopleandtheecono-
my,eventhoughithaddeniedsub-
sequent financeministers the free-
dom to make any significant

changes in the direct tax rates.Mr Jaitley’s Budget for
next year would achieve something similar for all the
indirecttaxrates,barringtheCustomsduties.Notethat
theGSTregimewillsubsumeallotherindirecttaxrates
likethoseforexcise,servicesandcentralsalestaxandthis
overallratewouldbedecidedbytheGSTCouncilandthe
financeminister’sBudgetwouldhave limitedscope to
changethem.

Inaddition,therearefourdifferentwaystheBudget
exercise is likely to be impacted from 2017-18 — the
mannerinwhichthegovernment’sexpenditurewillbe
classified, the fiscal consolidation target that the
financeministerwillberequiredtochase,theinclusion
of key expenditure provisions meant for the Indian
Railways, inlieuofaseparaterailwayBudget,andper-
haps an advanced schedule for Budget presentation.
Thereisyetanotherpossibilityofachange,thoughthat
is unlikely. This may arise out of the recommenda-
tionsofacommitteethat isexploringthefeasibilityof

switching over to a new financial year cycle— other
thantheApril-Marchsystemthathasbeenfollowedfor
the last severaldecades.

Work on doing away with the distinction of the
government’s expenditure under Plan and non-Plan
heads has alreadymadeheadway.With the abolition
of the Planning Commission and discontinuation of
thepracticeofpreparingannualplansforcentralmin-
istries as also for the states, it is only logical that the
Budget ceases to classify government expenditure
underPlanandnon-Planheads.Considerableuncer-
tainty, however, continues over how the fiscal deficit
targets would be defined from the next year. A com-
mittee,headedbyformerrevenuesecretaryNKSingh,
is entrustedwith the taskofprovidinga roadmap for
themannerinwhichthegovernmentshoulddefineits
fiscal consolidation targets.Whatever the committee
and the government decide would bring about yet
another change inMrJaitley’sBudget for 2017-18.

The inclusionof theerstwhile railwayBudgetpro-
visions in the general Budget would not pose a big
challenge. What needs to be carefully watched is
whetherthefinanceministerresiststhetemptationof
announcing railway freight and fare proposals in the
generalBudget.The realbenefit fromtheabolitionof
railwayBudgetswould accrue onlywhen the general
Budget only outlines the railways’ expenditure pro-
posals(dulyvettedbytherailwaysministrythroughits
internalexercises),allowingthefixationoffreightand
faresby theproposed rail tariff authority.

Advancing the presentation of the Budget by a
month fromend-February isan idea that is still being
debatedwithinthegovernment.Thereareadvantages
of advancing the Budget presentation, but there are
alsoformidablechallenges. ItremainstobeseenifMr
Jaitley manages to introduce this change also in his
Budget for 2017-18.But there isnodenying that going
by thenumber of changesMr Jaitley’s next Budget is
likely to see,hewill godown in thehistoryofBudget-
making as the finance minister who ushered in the
largestnumberof changes ina singleBudget.
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ArunJaitley’sBudget firsts

E ver since Saudi Arabia unleashed the “oil
weapon” after the 1973 Yom Kippur war and
seriously damaged the US economy, I have

alwayswonderedwhy it didnot take over the Saudi
oilfields by force? A financial newsletter which has
just come acrossmydesk provides the answer.

Its editor, Jim Rickards, in an article (“R.I.P. the
petrodollar”,Strategic Intelligence,August 2016)dis-
closes that inFebruary 1974,hewasaskedbyRobert
Tucker, the head of the American
Foreign Policy Institute, to join him
and four other foreignpolicy experts
for ameetingwithHenryKissinger’s
deputy on the National Security
Council,HelmutSonnenfeldt, todis-
cuss a possible invasion of Saudi
Arabia. This would secure the oil-
fields,produceenoughoil forWestern
andJapaneseneeds, pricedat a level
that would not be inflationary: To
avoid worsening US stagflation and
prevent any further erosion in the
dollar’s value.

Meanwhile, William Simon, the deputy secre-
tary of the Treasury, along with Kissinger and
Sonnenfeldt had another plan to deal with the
Saudis: The creation of the petrodollar. The Saudis
would continue pricing oil in dollars, reinvesting
the proceeds in US Treasuries and Eurodollar
deposits.TheUSwouldstabilise thedollar so that its
weakeningdidnot erode thevalueof SaudiArabia’s
dollar investments.TheUSwouldalsosell advanced
weapons to the Saudis.

The Saudi’s dithered. In August 1974, President
Richard Nixon resigned because of the Watergate
scandal.Tohastenthestallednegotiations,Kissinger

got Mr Tucker to write an article titled “Oil: The
Issue of American Intervention” (Commentary, 1
January 1975) which set out the invasion plan he
and the others had discussed earlier.

MrTucker arguedongroundsof realpolitik that,
until quite recently, the oil crisis attacking vital US
interests would “never have arisen because of the
prevailing expectation that it would have led to
armed intervention”. He then disposed off argu-

ments against intervention based
on political inexpediency and
morality. On the danger of the
Saudi’s following a scorched earth
policy on their oil fields, he argued
it would only take three to four
months to restore production, and
recommended a western strategic
oil reserve tostoreoil for thisperiod
of possible disruption of oil sup-
plies. Mr Tucker’s article led the
Saudi’s to swiftly accept the
petrodollar deal — with a proviso
that the Saudi holdings of US

Treasurieswould remain a secret.
By 1978, continuing high inflation in the US led

thedollar to fall by 13percent fromits 1975high.The
Saudis retaliatedbydoublingoilpricesbetween1979
and 1980. The appointment of Paul Volcker as the
chairman of the Federal Reserve to tame the US
inflation by tightmoney led to a rise in the value of
the dollar to its level when the petrodollar deal was
signed. Thereafter, all the US administrations
intoned the “strongdollar”mantra.Thepetrodollar
deal stayed intact till 2010,andthedollar’s roleas the
main reserve currencywas strengthened.

The petrodollar deal was upturned by the Great

Recession.Todealwith theneed to increaseUS jobs
and growth in the worst recession since the Great
Depression, the US gave up the “strong dollar” pol-
icy ithad followed for 35years.Thecheapeningdol-
larhit oil-dependentRussia andUSTreasuries-rich
China. They responded by buying gold. In the last
seven years, Russia has bought more than 1,000
tonnes of gold, and Chinamore than 3,000 tonnes.
Together, theynowholdmore than10percentof the
world’s gold stock. Thoughnot subject to the risk of
confiscation like theirholdingsofUSTreasuriesand
other investments in theWest, theyare facedby the
volatility of the gold price and its likely collapse
froma large-scale conversionof these gold reserves
into foreign currencies.

China is hoping that with the International
MonetaryFund’s inclusionof theyuan in thebasket
of currencies constituting the Special Drawring
Rights (SDR), that thesewill provide a safer reserve
asset than thedollar.MrRickards claims thatChina
has “acquired billions of SDRs in secret secondary
market transactions brokered by the IMF”. But
despite the IMF’s hope that the SDRwould replace
thedollar as themainglobal reserveasset, it hasnot
come to pass.

Themain loser from the “cheap dollar” policy is
Saudi Arabia. The deal that President Franklin D
Roosevelt struck with King Ibn Saud aboard the
Quincy in 1945, promising security to the Saudi
dynasty in return for the free flow of oil to theWest
isnowdead. Forwith its shale oil revolution, theUS
has the highest oil reserves in the world. It is no
longer dependent on Saudi oil. Moreover, the flexi-
bility withwhich shale oil drilling rigs can be taken
inandoutofproduction, theoil price isnowbound-
ed by a “shale band” of $40 to $60. (Neanda
Salvaterra,Wall Street Journal, 24 August 2016). At
this price band, the Saudi’s cannot close their fiscal
deficit,which isbeing financedbysalesof theirdol-
lar assets andaproposeddivestment of their crown
jewel ARAMCO.

With the signing of the Iran nuclear deal
PresidentBarackObamahassignaled that Iran is the
leading regionalpower.Whilst the releaseofUSdata
on the previously secret Saudi holdings of US
Treasuries and top-secret sections of the 9/11
Commission report, which reveals links between
the Saudi royal family, 9/11 hijackers and Al Qaeda,
shows that the US is no longer willing to allow the
Saudis touse their oilwealth to finance the jihadists
and themadrassas,withWahhabi clerics fomenting
religious hatred against all non-Wahhabis through-
out theworld.

Unlike Mr Rickards, I do not think Mr Obama’s
“currencywar” weakening the dollar willmean the
end of its primacy as a reserve currency. Instead,
through the “shale band” and the end of the
petrodollar, the US is on theway to hit the enemies
of its valuesand imperiumwhere ithurtsmost—in
their pockets.

Geopoliticsof oil
and thedollar
With the shale oil revolution and the end of the petrodollar, the US
is set to hit its enemies where it hurts the most — in their pockets
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