
N
early four months into the financial year, and two months into the Modi
government, what can be said about the prospects for the economy?
The tentative conclusion must be that expectations and optimism
have run a little ahead of the facts — but it is also a fact that the busi-

ness mood has changed for the better. It will take time to fix accumulated prob-
lems, even as immediate prospects have been dampened by the poor monsoon.
This latter could halt or even temporarily reverse the downward trend in inflation
rates. Fortunately, global oil prices have eased. Still, the Reserve Bank will have to
be careful about retaining monetary control as the effects of the drought work
through the system. Then, the Budget numbers are ambitious on the revenue side,
and it would be as well to prepare mentally for some expenditure cutbacks should
the need arise, so that fiscal correction does happen. 

The real growth kicker, therefore, will come only in the next financial year —
especially if there is serious fiscal correction (3.6 per cent fiscal deficit, the finance
minister has said). That should release more money for private players and, thus,
help lower interest rates; consequently one should expect a spurt in investment,
as well as household spending on cars and housing (both mostly financed by loans).
Meanwhile, companies are likely to show better results in the coming quarters, and
this will automatically improve the quality of bank credit portfolios, while many
companies will be able to reduce the debt weighing down their balance sheets. Both
factors will aid a recovery. 

As for the government, it has shown that it is energetic and action-oriented.
However, the surprise is the unwillingness to take decisions that used to be char-
acterised as breaking the egg to make an omelette. Arun Jaitley, for instance, has
signalled that he is not into pushing reforms that will invite political opposition,
or introducing tax measures that are not easy on the taxpayer. Perhaps the gov-
ernment has burnt its fingers with the steep increase in railway fares that was
announced early on. 

Or perhaps it is a short-term political gambit in order to make sure of victo-
ries in the coming state elections in Maharashtra, Haryana and Jharkhand. If vic-
tory does come to the Bharatiya Janata Party (BJP) and allies, the Congress would
have been decimated in all but three of the non-hill states. That would give the BJP
a Michael Schumacher-like political dominance, especially since most of the
state-level parties are not in a mood for confrontation with the Centre. Such dom-
inance would be more than useful if and when it comes to announcing the expen-
diture cuts (read subsidies) that are assumed in the setting up of a commission to
examine all government spending. 

What is missing in the government are people with enough weight in the sys-
tem who can give quality economic advice, and offer subject expertise. Perhaps they
will surface in a new-look Planning Commission. It is important to recognise that
ad hoc decision-making, in the absence of a proper policy framework or a holistic
view, can have its drawbacks. Wanted also are more heavyweights in the Cabinet;
it is inexplicable why Yashwant Sinha (to take a name) has been put out to pasture
when there is no full-time defence minister. 

Postscript: Last Saturday’s Ruminations had some mistakes in the numbers.
The point about subsidies being more than capital investment financed by the
Budget remains valid, but the details were wrong. Specifically, capital expenditure
is now 13 per cent (not 53 per cent) smaller than subsidies, and capital investment
financed out of the Budget has shrunk from 2.5 per cent of gross domestic prod-
uct to 1.75 per cent (not one per cent). My apologies to readers for these mistakes;
but they do not affect the arguments put forward.
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Real uptick is months away 
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If you don’t have the strong
sense that the world has
gone mad, please pass what-

ever you’re smoking. It’s not just
vials of smallpox virus forgotten
in an old fridge; or a man
appointed to the Indian Council
of Historical Research who
believes that the Indian epics
faithfully document reality (seri-
ously); or that a new caliphate is
sprouting in Syria and Iraq; or
that Israel is raining death on
Gaza; or that a civilian jetliner
just got shot down in Ukraine.
It’s also that Delhi has officially
overtaken Beijing for the title of
the most polluted city in the
world, and that the good people

of Delhi still don’t give a hacking
cough about it.

World Health Organization
data show that of the top 20
most polluted cities in the world
– that is, those with the highest
levels of PM2.5 (particles in air
less than 2.5 micrometres in
diametre) – fully half are in
India. None of these cities seems
overly worried about it. The only
plausible reason for this non-
chalance is that people are
unable to conceive of dying from
breathing, since indeed it is
breathing that appears to keep
them alive. Alive enough to drive
to the doctor for their asthma,
bronchitis, sinusitis, COPD, spas-
modic cough, headache and car-
bon-monoxide poisoning.

Anyone foolish enough to
travel to Delhi can expect instant
respiratory irritation. Try living
here. According to the Delhi gov-
ernment’s website, suspended
particulate matter can alter the
immune system, and affect liver,
kidney and brain functions. The
air we breathe is lethal. It is
shredding our health; yet
because the process is slow and
often imperceptible until it’s

dangerous, we don’t kick up a
fuss about pollution, or insist
that politicians and administra-
tors address the problem. In
most party manifestos, right
beside a loud honking concern
for public health is a large envi-
ronment- and pollution-shaped
silence. It doesn’t compute.

Has it just never occurred to
India’s electorate to make pollu-
tion an election issue? Is that
because we imagine quality of life
in terms of material consump-
tion rather than in terms of well-
being? Surely, nothing says “do
something” like a baby on a neb-
ulizer. But the same people who
would never dream of drinking
straight from the tap rarely think
about the air they breathe.
Perhaps that’s because the
answer to polluted tap water is
filtration and bottled water,
which is like popping a pill; but
polluted air requires the equiva-
lent of a lifestyle change, so most
people prefer to just not acknowl-
edge the problem. Whatever it is,
it manifests as an extraordinary
disinterest in our own poisoning.

You sort of have to be willing
to make the connection between

bad air (and water), bad health
and poor quality of life. In 1952,
London went through what is
now called the Great Smog, or
Big Smoke — in which still air
over the city mingled with chim-
ney smoke, smoke from coal-
based power stations, vehicle
exhaust and sundry other pollu-
tants to create a five-day shroud
of unprecedented pollution.
Nobody made a fuss, at the time,
because Londoners were used to
fog. But this event caused the
premature death of an estimated
4,000 people (though the figure
may have been much higher)
and ill health to an estimated
10,000 (some say closer to
25,000). In response to this data,
London passed the Clean Air Act
of 1956. The act covered smoke,
not sulphur dioxide, and it didn’t
prevent a similar pollution crisis
for a few days in 1962, but at least
it tried. 

Then you have to be willing to
demand action.

Today, London breathes in 16
μg/m3, and Delhi, 153 μg/m3. 

It seems a shame that we only
seem capable of evaluating costs
in financial terms. It was not

until cleaning up was shown to
be massively cheaper than pay-
ing healthcare costs that Britain
really began to address pollution.
We in India desperately need the
same focus, not just in Delhi but
in all the metros and, preventa-
tively, in places that don’t yet suf-
fer the choking grit of urbania. If
sheer love of health isn’t doing
the trick, perhaps figures that
show the difference between pol-
lution standard enforcement
costs and healthcare costs will.

India has a perfectly well-
intentioned set of laws on water
and air pollution, and Delhi did a
sterling job around the turn of
the century to control vehicle
pollution, but you don’t need any
more data than your nose and
lungs to tell you that the addi-
tion of half a million vehicles on
the roads each year in Delhi, cou-
pled with dust, construction
debris and industrial pollution,
means that unless we do some-
thing more, something longer-
term, we will at best be running
to stand still.

The bottom line is quite sim-
ple. Do you like breathing? Make
it an election issue.

Waiter, there’s 153 μg/m3 in my pea-souper

We’re well-acquainted
with smartphones and
smart cards, but what

do we really know of smart cities
— 100 of which the finance min-
ister has promised at a cost of
~7,060 crore? Is it one of Arun
Jaitley’s smart-aleck phrases to
appease a set of aspiring urban
geeks, or just another castle-in-
the-air that budgets with shaky
foundations are built on? 

The simple answer is that
there’s no acceptable definition
of what a “smart city” is. It’s not
as easy as a smartphone or a
smart card that slips into a pock-

et, but a fuzzy, New Millenium
fantasy, imperfect on probables,
and distinctly Cloud Nine-ish as
a utopia. On basic parameters a
smart city’s essential infrastruc-
ture works on sophisticated
information technology. Services
from power and water supply to
transport and garbage disposal
are controlled by a “network of
sensors, cameras, wireless
devices and data centres”. It is
environmentally clean, fuel-effi-
cient and crime-free. People ride
bicycles to work; no thugs lurk
about after dark; school teachers
clock in on time; buildings are
safe, pavements wide and well-
lit; and hospitals are orderly tem-
ples of germ-free hygiene and
good health. There being no uni-
versal standard, smart-city defi-
nitions soon descend into a heap
of fashionable phrases such as
“social and human capital”, “e-
governance” and “citizens’ par-
ticipation”. Some quoted exam-
ples of smart cities are
Amsterdam and Vienna, Songdo
in South Korea and Malaga in
Spain; depending on what yard-

stick you apply sections of
Edinburgh and Dubai count as
smart. Believe it or not, there is a
“smart village” in Cairo, that
chaotic and politically explosive
of world capitals, and a “Smart
City Summit” is slated to be held
in Mumbai next month. Its
brochure is full of junk phrases
such as “Create the buy-in you
need to push your city into the
elite of smart cities”. Definitely
not a smart idea in a seething
metropolis where a surge of
monsoon rains reduces it to
watery collapse year after year.

The jury is out on whether
Singapore is smart. But it is eager
to support Narendra Modi’s
dream of 10 smart cities on the
Delhi-Mumbai industrial corri-
dor. In Gujarat, Mr Modi has
embarked on the GIFT (Gujarat
International Financial Tec
City), 18 kilometres outside
Ahmedabad, at a cost of 
~7,000 crore. 

India’s experience in smart
cities is pretty woeful so far. I
spent some days in Bangalore’s
Electronics City last year. It took

nearly three hours to get there
from the airport through a night-
mare of snarled traffic and
clogged city streets. The smart
hotel I stayed in had weird design
ideas: black furniture, brown car-
pets and a dizzying tubular
bronze sculpture in the lobby that
loomed like the Leaning Tower
of Pisa. The Wi-Fi didn’t work and
took hours to fix. Ian Jack, the
Guardian columnist, wanted to
see where the worker bees of the
information technology industry
lived. We strolled down to the
bazaar – a regular Indian market
offering vada pao and vegetarian
thalis – and packed above the
food stalls were rickety buildings
with paying guest accommoda-
tion. They were packed, three to
four occupants in crummy
rooms, with stinking shared toi-
lets down each corridor. The stark
contrast between the work places
and living spaces of the aspira-
tional young was grim. 

Gurgaon’s gleaming towers
and luxury apartment blocks are
regarded as a showpiece of mod-
ern India. In fact, it is one of the

worst planned cities anywhere.
The British journalist John
Elliott in his recent book,
Implosion: India’s Tryst with
Reality, describes it as an
“unplanned, uncoordinated
concrete and plate glass jungle ...
with a total lack of infrastruc-
ture ... all spelling disaster”. The
city’s water supply is failing; its
palatial penthouses and office
blocks may boast of restaurants
that offer Norwegian salmon
and New Zealand lamb, but
there is neither adequate sewer-
age nor drainage. Most residents
use septic tanks for sanitation.
Mr Elliott quotes the environ-
mental activist and Business
Standard columnist Sunita
Narain as saying, “Gurgaon is
drowning in its own excreta.” On
current planning by 2021, she
reckons, Gurgaon will be unable
to treat even half the sewage 
it produces.

All definitions of a “smart
city” are unanimous in empha-
sising a basic standard of quality
of life. In the view from Lutyens’
Delhi, however, they are exclu-
sive enclaves of the rich. The rest,
as in the high-tech cities of
Bangalore, Hyderabad or
Gurgaon, live in slums or chawls.

What on earth is a ‘smart city’?
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In his Imagined Communities, the political scien-
tist Benedict Anderson identifies four waves of
nationalism. The first was the “creole” wars of

liberation in North and South America, prompted by
the policy of the European powers
of barring the entry of the “creole”
elite to higher official and political
office in the metropole, even as the
“peninsular” had access to high posi-
tions in both the colonies and the
metropole. The accident of birth in
the Americas seemed to condemn
the “creole” to an inferior status, even
though in every other respect – lan-
guage, descent, customs, religion,
manners – he was indistinguishable
from the “peninsular”. The Nation
serving Demos, which has been a
defining characteristic of the modern
age, was born. 

The second wave of nationalism was the result of
the spread of a “vernacular” nationalism. The world of
Christendom had a common language – Latin – but
this was the lingua franca of administration, diplo-
macy theology and scholarship. In the localities there
was a multiplicity of tongues. The vernacular lan-
guages became important with the spread of the print-
ing press. Some of these vernacular languages, French
and early English, had become competitors of Latin as
“languages of power” by the 16th century. The emer-
gence of a commercial bourgeoisie also expanded the
demand for the products of the vernacular presses. 

The threat that this vernacular nationalism posed
to the dynasts of Europe led to the third wave of
nationalism — “official” nationalism, whereby the
dynasts sought to identify themselves with the new
found vernacular “nation”. The spread of this official
nationalism was in turn to lead to the scramble for
empire and the First World War. 

The final phase of nationalism was in areas where
directly or indirectly the spread of Western imperialism
had damaged the “amour propre” of indigenous high
status groups, as in India. The Treaty of Versailles at the
end of the First World War buried the dynastic age and
the nation-state became the international norm. 

As Isaiah Berlin emphasised, even though nation-

alism was pervasive in the 19th century “no significant
thinkers predicted for it a future in which it would
play an even more dominant role” (Against the
Current). This was largely because, as Marx and oth-

er socialist thinkers thought, nation-
alism would be undermined by the
powerful cosmopolitan forces
unleashed by the first period of glob-
alisation under Pax Britannica. But
this was not to be, in part because of
the nationalist passions unleashed by
the World Wars and the global eco-
nomic disorder of the first half of the
20th century. It is only with the second
period of globalisation from 1980 that
cosmopolitanism has begun to con-
test the nationalist impulse. 

This second period of globalisation,
associated with the American Pax, has

created a global cosmopolitan class whose associa-
tions, residences and businesses are not tied exclu-
sively to national boundaries. They have gone to the
same elite universities (mainly in the United States
and Europe), joined public international organisa-
tions or private multinationals and global financial
institutions with transnational interests and loyal-
ties, and they are increasingly intermarried. Today’s
cosmopolitan elite has evolved from the commercial
bourgeoisie of the 19th century, for whom their
national community was not based on personal rela-
tions but on an imagined community visualised
through the medium of the vernacular presses. 

By contrast, Professor Anderson argues, there was
a pan-European aristocratic ruling class, with a feel-
ing of solidarity as part of a community with a com-
mon identity, which was linked fairly closely despite
differences in their vernacular languages and cul-
tures by “the personalisation of political relations
implied by sexual intercourse and inheritance”. On
the other hand, with the vernacular languages replac-
ing the common European lingua franca as the print
language for more than two centuries, the “imagined
community” of the rising bourgeoisie could not
extend beyond the vernacular boundaries, like the
political community in the age of aristocracy. For, as
Professor Anderson puts it, “one can sleep with any-

one, but one can only read some people’s words”. 
But in this second age of globalisation this, too, has

changed. With the spread of literacy around the
developing world and the emergence of English as the
new global lingua franca, all aspirants to join the new
cosmopolitan elites speak English (at least as a second
language), as witnessed by the demand for English
language schooling in primary schools in both China
and India. So like the aristocrats of yore, the new cos-
mopolitan bourgeoisie not only sleeps with one
another but can also read each other’s words! 

This has had the paradoxical effect of creating a
tension between the cosmopolitan openness
demanded by globalisation, and the sense of a loss of
national identity with the transnational flow of
labour, capital, goods and services removing former
economic and social national niches. The interna-
tional mobility of both capital and skilled labour
induced by globalisation makes it difficult to tax
either to the extent that was possible in much of the
pre-globalisation era. This has meant that the central
issue that led to political mobilisation by mass polit-
ical parties – the conflicting interests of labour and
capital – has lost its resonance. With the resulting
erosion of the national tax base, the ameliorative
measures taken to mitigate this conflict through the
creation of welfare states based on progressive taxa-
tion have also become unsustainable. 

This has led to the formation of a union of nation-
al predatory states led by the United States and organ-
ised by the Organisation for Economic Co-operation
and Development to prevent tax competition
amongst national fiscs that the cosmopolitan bour-
geoisie and associated institutions (such as multina-
tionals) had used to legally limit their tax liabilities in
high-tax regions. Whether this will succeed remains
doubtful — and certainly undesirable from the view-
point of classical liberalism.

One important effect of the creation of a cosmo-
politan bourgeoisie is that its members can, if they are
in the political arena, mitigate the nationalist and
illiberal impulses of their countrymen. Thus, it is
reported that many of the “princelings” in China who
have been educated at Ivy League universities have
lobbied their elders to reduce the sentence of the
democracy advocate and Nobel laureate, Liu Xiaobo. 

But this has in turn created a tension between
nationalism and cosmopolitanism. Britain’s former
prime minister, Tony Blair, argued soon after leaving
office that the central ideological axis was no longer
“left versus right” but “open versus closed”. This has
created a problem for political parties faced by the
demands of market liberalism and the resentment of
the “creative destruction” it requires. The success of
populist parties in the recent European elections
shows this as a common trend in democracies since
the Great Recession. 

In the United States, the growing concern about
the rise in inequality has also led to protectionist
pressures, a backlash against easing immigration laws
and also a questioning of the United States’ global role
bordering on isolationism. Thus, despite the global
benefits that globalisation has brought there is a dan-
ger, as in the 1930s, of its reversal with the rise of eco-
nomic nationalism.

Globalisation, nations and taxes 
The tension between the cosmopolitanism of a new global elite, and old-style nationalism
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One of the most exciting editions
ever of the FIFA World Cup
concluded at the Estádio

Maracanã in Rio de Janeiro with a fit-
ting team effort by Germany, the
deserving champions. And while the
nation celebrates its first World Cup
trophy as a united Germany and the
first ever for a European nation in
South America, for the host nation and
its President Dilma Rousseff, the diffi-
cult period has only just begun. An
already unpopular event despite
Brazil’s passion for football, the unof-
ficial cost of $15 billion to host the
World Cup was made that much more
unpalatable by the dismal perform-
ance by the Brazilian
national team — at least
by its usually exalted
standards. An event that
traditionally would have
been celebrated and
embraced has faced
unexpected opposition
due to the fragile and
volatile economy, and a
growing global move-
ment that chastises
behemoth sports events
as the hotbed of corrup-
tion and catalysts for
recession in the host nations. 

Culturally, no nation’s society likes
to lose, especially at an event in which
the national team is the strong
favourite. In Brazil’s case, an already
proud fan following had reached a
fever pitch of unrealistic expectation
for the Seleção, and the dream came
to a crashing halt in the semi-finals
when Germany demolished the host
team in a debacle that will be forever
etched in the memories of those who
watched it. A reeling society is now fac-
ing the cultural retribution of hosting
an event that exposed the national
squad’s inadequacy at the global stage.
Had Brazil won the World Cup, it’s like-
ly that many of the protests by dis-
senters in Brazil alike would have been
glossed over amid the widespread cel-
ebration of the exorcism of the demons
from the “Maracanazo”, when Uruguay
beat Brazil in the 1950 finals in Rio. It’s
safe to say, however, that for host
nations, success is often a mere delay-
ing of the inevitable fallout when the
cost is weighed against the society’s
benefits, and citizens eventually realise
that the long-term gain from hosting an
event of this scale often doesn’t add
up, objectively.  

Failure as a host nation, however,
triggers a whole new dimension of vit-
riol. Heads roll, and political faux pas
erode diplomacy, approval ratings and

popularity. Ask the Brazilian manager
and some of the players who failed to
dazzle. It isn’t always like this.
Culturally, winning the World Cup
either as a host nation or otherwise
can unite even a diverse or feuding
population, albeit temporarily. It’s
happened twice in the last 20 years
that a victory has led to some level of
unity in diversity. The best example is
that of the French victory in 1998, at
home. Les Bleus surprised many and
united the country with the historic
victory of a multi-cultural team led by
Zinedine Zidane. Similarly, the
Spanish team, during its dominant run
leading up to the 2014 World Cup qual-
ifiers, also united a feuding and sim-
mering nation of Basques and
Catalans by winning the sport’s biggest

and most significant
prize. 

For Germany, this
victory is equally signif-
icant, being the first that
the unified nation has
won. Winning the World
Cup redefines a society’s
pride and self-esteem.
The cultural impact can-
not be overstated either.
The domestic leagues
will thrive — and, in the
case of Germany, this
will just be building

upon an already solid foundation.
Germany is home to Adidas, the
largest equipment manufacturer for
football, which ironically just signed a
record deal with Manchester United. A
majority of the German players play
in the Bundesliga, which, with the
growing success of Bayern Munich and
Borussia Dortmund, is now a viable
alternative for star players traditional-
ly lured towards the Barclays 
Premier League. 

With the honour of hosting a FIFA
World Cup comes a far greater and
more binding obligation. The host
nations have a target on their backs,
and their intent and capability is ques-
tioned at every juncture. If this sounds
similar to the fallout from the Delhi
Commonwealth Games 2010, it’s not a
coincidence. Invariably, host nations
face a fallout. This is the price the host
nations pay. But there are valid rea-
sons to host such tournaments as well;
primary among those the chance for a
host nation to change the entire sports
map for their region, and to alter their
cultural confidence and social habits
in a manner unthinkable prior to host-
ing a tournament. The debate will con-
tinue long after the embattled Brazil
World Cup fades away.

The writer leads the sports initiative at a
national law firm. These views are his own

Hosting pains

INTER ALIA
MITALI SARAN

Success is often a mere
delaying of the
inevitable fallout 
when citizens
eventually realise that
the long-term gain
from hosting a sport
event doesn’t add up,
objectively. Failure,
however, triggers a
whole new dimension
of vitriol
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