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M
ost mathematics students in

India would recognise the

author of this letter

instantly: “I beg to introduce myself

to you as a clerk in the Accounts

Department of the Port Trust Office

at Madras on a salary of 20 pounds

per annum. I am now about 26 years

of age. I have had no university

education …” 

The “Indian clerk” was Srinivasa

Ramanujan, and the hundred

theorems he attached with this

unprepossessing letter caught the

attention of G H Hardy, considered

one of the finest British

mathematicians of his day.

Ramanujan had no qualifications

and no formal training in

mathematics, but Hardy recognised

the stamp of a brilliant mind and

invited the clerk to study under him

at Cambridge. Their partnership

would result in discoveries and

insights that would provide rich

fodder for future

mathematicians,

but it was abruptly

cut short when

Ramanujan died in England at the

age of 32. 

David Leavitt’s novel, The Indian

Clerk, is not the first book to be

written for the general reader on

Ramanujan, but it offers perhaps the

most unsettling perspective. It’s

bound to be compared to Thomas

Kanigel’s pathbreaking 1991 The

Man Who Knew Infinity, but the two

books are very different.

Kanigel researched his subject

and South India with such

thoroughness that he was able to

shift his vision, to see Trinity

through Ramanujan’s eyes as an

“exotic” place. From his first

paragraph, he made it clear that his

focus was on Ramanujan: “He

heard it all his life — the slow,

measured

thwap…thwap…thwap… of wet

clothes being pounded clean on

rocks jutting up from the waters of

the Cauvery River. … Later, back in

India, fevered, sick and close to

death, he would hear that rhythmic

slapping sound once again.”

Leavitt’s approach is different,

with the focus on Hardy from the

first paragraph onwards. In an

interview with The Elegant

Variation, Leavitt said, “I wanted

Ramanujan to exist for the reader

much as he existed for the men and

women he encountered upon his

arrival in Cambridge: as an enigma,

an emissary from a mysterious and

alien world.” The letter Hardy

receives in January 1913 is

“lumbering and outsize and none

too clean, like an immigrant just

stepped off the boat after a very long

third-class journey”. Later,

examining the envelope, Hardy

notices that it has left “a curious

smell on his fingers, of soot and what

he thinks might be curry”. 

This is how we will see

Ramanujan in Leavitt’s reimagining

of his life in Cambridge — at a

remove, through the eyes of

strangers as he struggles to make

sense of English beds, English

weather, English food, English

clothes. Kanigel’s interest lay in

Ramanujan’s life, in solving the

puzzle of whether the

mathematician was religiously

devout or not, in presenting the

beauty of his numbers and the

grandeur of the Riemann

Hypothesis. 

Leavitt’s interest is in Hardy, and

Trinity, and the larger world of

England. The war will take over

their lives, and affect Ramanujan’s

ability to obtain the fresh vegetables

he needs, hastening his death.

Cambridge will go through upheaval

as the philosopher Bertrand Russell

instigates controversy. Failed

relationships litter the lives of Hardy,

a closet homosexual, and his friends;

the Cambridge circle of risqué,

bright young men he sometimes

joins seems far removed from his

austere, dry

relationship

with

Ramanujan. 

For an Indian reader, the

distance Leavitt maintains from

Ramanujan has two consequences.

The first is that The Indian Clerk

remains chiefly Hardy’s story, and

this may upset those who expect it

to be Ramanujan’s story. The

second, and more interesting

consequence, is that Leavitt’s

approach makes it easier to see

Ramanujan as an outsider whose

needs, emotional and physical,

baffle those who would willingly

have helped him had they known

what he wanted. The rasam he

makes for himself and the dals and

curries he painstakingly cooks are

peculiar, odd-smelling messes to

Hardy and other English friends.

His inability to stand the English

winter is inexplicable to those who

have lived in England all their lives.

If Leavitt had chosen to show us

Ramanujan’s struggles from the

young mathematician’s point of

view, it would not have been as

poignant as it is now. 

Did Ramanujan die of

tuberculosis or of lead poisoning, or

was his death a much simpler

matter? He needed to be out of his

element, away from the

circumscribed life of an Indian

clerk, in order to live as a

mathematician, and yet it was being

out of his element that killed him. In

this finely crafted, intelligent novel,

Leavitt lets us see what a distance

there was between the man who

knew infinity and the men who

knew him. 
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I
t seems quite likely that the contract

between Delhi International Airport

Ltd (DIAL) and the ministry of

civil aviation will end up in the courts,

now that both parties have sought le-

gal opinion on how various clauses

in the contract are to be interpreted. DI-

AL had won the bid for modernising

and running the capital’s airport on the

basis of a 45 per cent revenue share, but

the ministry of civil aviation now alleges

that the way it is structuring sub-

contracts for developing the airport and

associated facilities could see the prom-

ised 45 per cent share fall to a paltry

6 per cent. For instance, DIAL called

in bidders for developing 45 acres of

land within the airport boundaries

but asked for a huge security deposit

which would lower rentals; the result

is that the amount to be shared with the

government falls dramatically. Simi-

larly, as a news report in this news-

paper points out, DIAL plans to farm

out other development work at the

airport to subsidiaries that will be

out of the purview of the original

contract between DIAL and the min-

istry. While a court battle could delay

the modernisation of the airport, sched-

uled to be completed in time for the

Commonwealth Games, the larger dan-

ger is that this dispute could place

the very concept of public-private part-

nership under a cloud — especially since

a number of other PPP projects too have

been shown up as being poorly con-

ceived from the government’s point

of view.

It is possible that the GMR group

bid an impossibly high revenue

share in its eagerness to win the

contract, and is now taking advantage

of various technicalities and loopholes

to reduce what it has to give the

government. But this is not the first

time that revenue-share agreements

are being interpreted creatively, and

the government should have got

wise to things and used proper legal

advice to draft an agreement that took

care of such eventualities. For instance,

when the telecom industry moved to

a revenue-share system for licence fees

in 1999, companies started coming up

with various offers in which a sub-

stantial part of the sums paid by

subscribers on pre-paid cards was treat-

ed as processing charges or something

else — handsets were bundled together

with airtime, and while handset

costs were inflated, airtime tariffs

(on which the revenue share was to be

done) were lowered. It is surprising

that none of this taught the govern-

ment anything. Surely, contracts should

have been designed to ensure that

no related parties could take over

any functions in Delhi airport, that

all transactions would have to be at

arm’s length, that all revenues relat-

ing to or accruing from the airport proj-

ect would be shared with the gov-

ernment, and so on.

While all this points to the imperfect

manner in which the contracts were

drawn up and vetted, there is also

the matter of a conceptual flaw in

such bidding — seen also in the various

port privatisations that have taken place.

If a company has to part with 45 per

cent of its revenues, and is still expected

to make handsome profits, the only con-

clusion must be that tariffs in a local

monopoly situation will be fixed

much too high, since the firm will

have to make good the revenues be-

ing shared. If the tariffs are then

fixed at reasonable levels, or on the ba-

sis of competitive bench-marking, then

the company which wins the bid will ei-

ther go bust, cheat or renegotiate the

project — there is no fourth option. One

way out, in a situation where bids

are invited on the basis of revenue shares,

is to fix tariff principles before ask-

ing companies to bid, so that the end

result is not what is known as the

winner’s curse. The important point

is to frame model contracts and con-

cession agreements, which can then be

used in different situations — and quite

a lot of work has been done on this

in the Planning Commission. If, on

the other hand, the wheel were to be re-

invented every time, the only certain-

ty is that the very idea of PPP will get

discredited.

Dial a scandal 

D
ifficult as it may be to believe,

India could soon move from the

status of a gas-deficit country

— even though gas accounts for on-

ly 8 per cent of the country's pri-

mary energy consumption, against 24

per cent globally — to a gas-suffi-

cient one and, according to some

projections, perhaps even a gas-sur-

plus one. Supply could equal or exceed

demand if the gas finds in the un-

der-explored basins in the country,

chiefly the Krishna-Godavari basin,

are as large as some reports sug-

gest. If things go to plan, Reliance

Industries will in a matter of months

be producing gas at a peak of rate

80 million cubic metres of gas per

day (mcmd), a figure that could be

revised upwards to 120 mcmd. This

would more than double the gas

supply in the country. Other discov-

eries in the KG-Basin and in other basins

by the likes of Gujarat State Petronet

and Oil and Natural Gas Corpora-

tion will come through subsequent-

ly, as will gas from alternative sources

like coal bed methane.

These would have a tempering

effect on gas prices in the country, cur-

rently ranging from a “controlled” price

of $2 per million British thermal

unit (mbtu) to over $10 per mbtu for

liquefied natural gas (LNG) bought

in the spot market. However, the

surplus situation, even if it occurs,

would be a transitory situation,

since excess supply would drive prices

down to the level where gas demand

balloons and catches up with poten-

tial supply. The lower price signal would

also affect the intensity of effort to sup-

ply, which, as in the case of all hy-

drocarbons, is also a function of price.

Factor in the (uncertain) impact of the

price of competing fuels on the supply

of and demand for gas, and you can be

reasonably sure that any projections

on gas are only indicative.

The last thing the country needs

therefore is complacency merely be-

cause of the prospect of a tempo-

rary self-sufficiency. A rapidly grow-

ing economy is going to need more en-

ergy, and gas is a preferred fuel for

a variety of reasons including from the

pollution angle. There should there-

fore be no let-up in the search for

exploration acreage and producing

blocks around the world, nor in at-

tempts to get gas into the country

through transnational pipelines that

may look like risky projects just

now. With no clarity on what the in-

terplay between supply-demand and

price would yield in the country’s

gas economy — the optimistic esti-

mates of the XIth Plan working

group project a gas surplus in the

second half of the current Plan while

the “normal” projections show a grow-

ing gas deficit — it is best to hedge

on supply risks rather than risk a short-

age and lack of availability.

No room for complacency

M
y wife and I were in Moscow

last month for the launch of

the Russian edition of my

book Unintended Conse-

quences. This took place in what was pur-

portedly Stalin’s dacha, where he died.

It was also the venue where the foreign

advisors to Yegor Gaidar’s government

devised the programme of shock thera-

py to turn Russia into a market economy.

So, the cross-cultural theme of my book

that, modernisation does not require west-

ernisation, had considerable resonance

with the audience there and at a seminar

in the new Moscow Higher School of Eco-

nomics. The major question most of the

participants were concerned with was

whether Russia could be a democracy, or

was the creeping authoritarianism un-

der Putin inevitable. No one thought that

Russia would revert to a planned econo-

my by eschewing its growing integration

into the global market economy. In line

with the thesis of my book, I argued that

Russia would probably maintain its

Tsarist authoritarian traditions, but this

would not prevent it from continuing on

its recent path of capitalist development.   

A recent fascinating paper by Boris

Yeltsin’s first Prime Minister, Yegor Gaidar

(on “Post Revolution Stabilization and its

Discontents,” available on www. iet.ru/files/per-

sona/gaidar/un_en.htm), has since given

me cause to pause. Though an equally

impressive recent study by Dmitri V Trenin

(Getting Russia Right, Carnegie En-

dowment) seems to be more in line

with the argument of my book, that

Russia, because of its cosmological be-

liefs, is likely to continue to be ruled

by a Tsar — the only question being whether

he turns out to be a good or bad Tsar.

But that the change in Russian materi-

al beliefs with the embrace of capital-

ism is likely to be irreversible, because of

the undeniable prosperity it has al-

ready brought and the increases in

popular opulence it promises. 

Thus, we are now witnessing a no-

table phenomenon in the former Second

World of the major countries of “really

existing socialism”, the development

of what may be termed authoritarian cap-

italism. In this and the next column I want

to explore the implications of this fair-

ly general phenomenon ( which currently

encompasses not only Russia but also the

fast-growing economies of China and

Vietnam) for both the global economy

and its political systems. I begin in this

column with the recent Russian economic

miracle.

I had first visited Russia in December

1997 at Yegor Gaidar’s invitation to pres-

ent a paper on the political economy of

reform in Latin America at a confer-

ence his Institute for the Economy in Tran-

sition had organised on the political block-

ages to Economic Reform. Reading his

recent paper I can now see the reason for

his invitation. For, the central argu-

ment Gaidar makes is that the eco-

nomic history of the Soviet Union in

the 20th century can only be under-

stood by the interplay between domestic

grain supplies and their prices and those

of natural resource intensive exports.

He argues that Russia in 1928-29

(at the time of its famous “scissors” de-

bate) was comparable to 1979 China.

Bukharin and Rykov argued for what be-

came Deng Tsiao Ping’s strategy for Chi-

na: preserving peasant farms, financial

stability and market mechanisms un-

der the political control of the Commu-

nist party. Stalin instead chose the

path of coercing the kulaks to dis-

gorge grain for the towns, which,

whilst working in the short run, con-

demned Soviet agriculture to stagnation

for decades. The output of grain of 65 mil-

lion tons remained unchanged for the

next 25 years. Whilst the heavy industry-

based forced industrialisation financed

by Stalin’s collectivisation of agricul-

ture did not produce the manufactured

exports, which could have financed

the imports of grain that were needed,

once the demand for grain with the grow-

ing population outstripped stagnant sup-

ply.  By the late 1960s the Soviet Union

had become the world’s largest importer

of grain and agricultural products.

Fortunately, by 1970, Western Siberia

became a large oil producer, and its oil rev-

enues enabled the Soviets to provide an

adequate food supply to their cities.

The subsequent economic and political

history of the Soviet Union depended

on the price of oil. With the oil price ris-

es of the early 1970s and 1980s the val-

ue of the Soviets oil revenues bur-

geoned. This allowed them to feed their

population and invest in arms, and un-

dertake their military adventure in Afghanistan.

But, just as in 17th century Spain, ar-

gues Gaidar, the unstable profits from nat-

ural resources meant that when these rev-

enues declined, the imperial power had to

cede control over its “colonies” even though

it had not suffered any military defeat (see

Fig). Gaidar cites official Soviet memo-

randa which show that, by 1990 it was clear

that with no means to pay for the grain im-

ports needed to maintain the domestic

food supply, the only alternative was to

seek loans from the West. These it became

apparent were only available if force

was not used to maintain the “evil empire”.

With mounting arrears on its imports, West-

ern companies had stopped their ship-

ments, and the Soviet leadership was faced

by the threat of food riots. In 1990 when

Lithuania declared independence, and the

Soviets threatened military force to regain

control, the West sent “an unambiguous

signal: ‘Do what you will. Please do not

bother asking for hundred billion [dollars]

of politically motivated loans’” ( Gaidar,

op. cit.). This began the disintegration

of the Soviet empire.

On assuming power, Yeltsin was faced

with the same problem of feeding the

towns that faced the Tsarist regime in late

1917, the Provisional Government and

the Bolsheviks. But, unlike his prede-

cessors he realised that grain from the

peasantry could not be taken by force,

whilst with the deterioration of the oil in-

dustry there was not enough foreign

exchange for imports. He opted for price

liberalisation enabling farmers to sell

their produce at a price acceptable to

them. This unpopular measure and the

others taken to deal with the revolutionary

situation Yeltsin inherited with the col-

lapse of the Soviet state and empire, meant

that his popularity slumped. The ensu-

ing “post revolutionary democratic” chaos

led to popular demands for order,

which Putin fulfilled, leading to his

continuing soaring popularity.

The rise in oil prices in the late

1990s led to solid economic gains, and

the order that Putins’s turn towards

authoritarianism has created has put de-

mands for political freedom on the

back burner. But Gaidar believes that with

its level of GDP and education these

will arise in the future, as has hap-

pened to the authoritarian Kuom-

intang regime in Taiwan. I think there

is something in this, though along with

Trenin I think that it is highly improb-

able. The economic prosperity based

on exporting natural resources re-

mains hostage as in the past to volatile

commodity prices. But their de facto

nationalisation under Putin does not

augur well for their efficient current or

future deployment. Moreover, this re-

liance on foreign exchange windfalls ex-

acerbates the “Dutch Disease”, with non-

natural resource based exports being dis-

couraged and non-traded goods (like re-

al estate) booming, by the real ex-

change appreciation that is entailed.

Finally, there is the demographic prob-

lem facing Russia. At present not only

is its population declining, but also its

health status with an unimaginable fall

in male life expectancy. Hence my doubts

about the sustainability of the Russian

economic miracle.

Finally, there is an atavistic impulse

— the Russian hankering for empire

— reflected in some of President Putin’s

recent foreign policy pronouncements.

With the decline of the Russian popu-

lation, and with most of the natural re-

sources fuelling its current economic

boom concentrated in Siberia, where few

Russians want to live, it is difficult to

see how effective territorial control

over this natural resource rich area

can be maintained in the future. There

is reportedly large legal and illegal

Chinese migration already into the re-

gion. One solution to Russia’s eternal

dilemma of its divided “soul” — being

both European and Asian — would be

a variant on the “Alaska solution”: to lease

Siberia to the Chinese, in return for a

share in the rents that the Chinese would

extract from the region’s natural resources.

This would allow Russia to finally escape

from its unviable imperial dream which

has entailed authoritarianism, by be-

coming a natural European state —

perhaps even a liberal democracy — which

makes a living by its wits and not the pre-

cious bane of natural resources. But there

were no takers for this line in my re-

cent seminars in Moscow!      

F
oreign defence majors are on

offset overdrive, their represen-

tatives buzzing in and out of In-

dia, scrabbling to tie up partnerships with

Indian companies. The deadline of

June 9 looms, when companies bid-

ding for the Rs 42,000 crore medium fight-

er contract must submit offsets pro-

posals worth 50% of the contract cost, i.e.

about Rs 21,000 crore. Clutching overnight

bags and airline tickets to Mumbai, Pune,

Bangalore, Chennai and Hyderabad, the

offsets managers of the world’s biggest

arms corporations complain bitterly about

two roadblocks that they are all run-

ning into: policy paralysis in the Ministry

of Defence (MoD), and growing evidence

that India’s defence industry is unable to

handle the deluge of foreign invest-

ment that offsets are bringing in.

While the MoD’s glacial policy-

making is quintessentially Indian, all de-

veloping countries that spend heavily on

defence have experienced difficulties

in absorbing huge offsets inflows. When

the UAE — which mandates 60% offsets,

twice India’s 30% — bought large vol-

umes of foreign weaponry in the early

1990s, the offset liabilities were in billions

of dollars. Realising that the defence

industry alone could not absorb such

inflows, the UAE set up an autonomous

body, the UAE Offsets Group (UOG),

which was tasked to canalise offsets

into developing the emirates’ infrastructure.

Operating under a Jordanian ex-

pert, Dr Amin Badr El-Din, the UOG

emerged as an important body in de-

veloping the emirates’ infrastructure. Fun-

nelling billions of offsets dollars into

the natural gas industry, the UOG mas-

terminded the Dolphin Project, which in-

terlinked gas fields in Qatar, the UAE and

Oman; there was even a proposal to build

a $3.5 billion, 720-mile undersea pipeline

bringing gas to India and Pakistan, a proj-

ect that is now on hold.

This UAE model of coordinating, at

the national level, offsets investments in-

to fields unrelated to defence — “indirect

offsets” as they are termed — has so

far been rejected by India’s MoD. One

reason has been South Block’s tenden-

cy to see offsets as a panacea for gal-

vanising its moribund defence produc-

tion units, which remain tied down by in-

effective goal-setting, incompetent man-

agers, and inefficient labour that displays

alacrity only in organising itself into pow-

erful unions. A national offsets policy

also threatens to violate jealously guard-

ed turf in more than one ministry. The

MoD has its own offsets and the Ministry

of Civil Aviation (MoCA) its own.

South Block has already made it clear

that it will have nothing to do with the na-

tional offsets policy that is currently

being drafted.

But pressure is mounting from in-

fluential bodies like the US-India Busi-

ness Council (USIBC), which repre-

sents 250 of the biggest US companies

that are investing in India. The USIBC has

written to the MoD, suggesting that

offset investments be allowed into sectors

like power generation, highways, airports,

ports, urban development, health and san-

itation, water and high-technology.

Indian companies, industry bodies

like the CII, and consultancies that

work in the field of infrastructure echo

this argument. Ranbir Saran Das,

from Fairwood Consultants, points to the

financial logic that he says will make

indirect offsets inevitable. By the

MoD’s reckoning, defence procurements

over the next five years will create offsets

opportunities between Rs 50,000 crore

and Rs 90,000 crore. This figure, of course,

is not the amount that foreign vendors

will be obliged to invest in India; it is mere-

ly the value of goods and services that the

vendor must produce in India during the

period that the parent contracts are

running. Nevertheless, Das estimates that

the incoming investment will create lever-

aged investment opportunities of any-

thing up to Rs 200,000 crore. He points

out that the flagship infrastructure scheme,

the Jawaharlal Nehru National Urban

Renewal Mission (JNNURM), current-

ly gets Rs 1,20,000 crore for a seven-year

period; allowing indirect offsets could ef-

fectively double its allocation.

If the foreign vendors are proved right

and the Indian defence industry finds

it difficult to set up the joint ventures

required for the enormous offset obli-

gations that must be met, the government

will have to consider alternative offset

mechanisms, including indirect off-

sets. Implementing these would need a

ramped up management framework that

could function across multiple ministries.

Instead of the woefully understaffed,

single-ministry Defence Offsets Facili-

tation Agency (DOFA), which current-

ly handles all offsets arising from mili-

tary procurements, indirect offsets would

need to be handled by a nominated nodal

ministry, such as the Ministry of Com-

merce, which could evaluate offset

proposals from the perspective of broad-

er national requirements. This apex body

could lay down priorities and then ne-

gotiate with foreign vendors to tailor

the offsets package to the satisfaction

of both sides. Working under its direc-

tions, the implementation of various

offsets could be handled by specialised

agencies; offsets in infrastructure, for ex-

ample, could be coordinated by a mul-

ti-disciplinary agency like the Infrastructure

Leasing and Finance Corporation (IL&FS).

The catch, of course, is that this would

require the MoD and the MoCA to re-

linquish their control of offsets, something

that both see as lucrative cash cows. While

the MoD shows no sign of relenting on in-

direct offsets, the yet-to-be-announced

decision (reported earlier in this news-

paper) to allow technology transfers (ToT)

to be adjusted as offsets is an implicit recog-

nition of the need to create offset op-

tions that are easy to implement. The

difficulties of setting up dozens of joint

ventures with a defence industry that is

far from mature cannot simply be ignored.
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