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KANIKA DATTA

W
hen Ian Jack took over the

editorship of Granta in

1995, the literary magazine

was considered an interesting and

sometimes compelling showcase

for new writing around the world. It

has a habit of being prescient in

picking promising new authors—

Martin Amis, Kazuo Ishiguro,

Salman Rushdie, Monica Ali and

Hari Kunzru among them—who

became hot literary properties

afterwards.

Jack continued that tradition—

adding in an American version of

the young novelists in 1996. But he

also expanded and honed Granta to

give it a more enduring appeal so

that in the 12 years under his

editorship, Granta grew as a quietly

respected voice of writing and

talent. 

Jack chose a nuanced approach,

retaining some of the earlier

attractive dilettantism and

anchoring it in sound judgement.

Luckily, he never sought to make

Granta an authoritarian judge of

writing—that was mostly left for

readers to decide. As he writes in his

farewell Introduction to this issue,

“…Granta never had a literary

manifesto or mission statement.” 

Jack worked with a light but

instinctive touch that kept these

quarterly editions finely balanced

between the stolidly conservative,

the interesting and the excitingly

new and experimental. Orhan

Pamuk, one of the best of recent

authors, first found a voice in

Granta. But John Le Carre’s

writings also featured in one

excellent issue on intelligence. 

In that sense, this last issue, The

Deep End, is a fittingly subtle coda

to Jack’s stint.

The issue kicks off with

“Somewhere towards the End”, an

excerpt from Diana Athill’s

forthcoming memoir to be

published by Granta in January

2008.  Now grande dame of that

avante-garde but hard-nosed

business of publishing, Athill

takes a wry and factual look at

ageing and sexuality. 

Nigerian writer Chimamanda

Ngozi Adichie’s “On Monday

Last Week” is a wonderful

portrait of immigrant life in the US

with all its confusions, expectations,

unexpected delights and

disappointments. 

“Dear Old Dad” presents a more

thoughtful Paul Theroux writing a

moving account of his father. A god-

fearing shoe salesman, the

quintessential good guy and

underachiever, Theroux’s father

never read a thing his son wrote, nor

pretended to understand his alien

and bohemian lifestyle. Yet, he

remained vaguely and amiably

affectionate, neither influencing his

son nor distancing himself from

him.

Refreshingly different in tone

from his other writing—and

especially his pruriently awful My

Secret History—Theroux writes

with gentle regret of a relationship

he took for granted. 

“Ida and Louise” by Louise

Carpenter proves the most

interesting of the selection. Ida and

Louise were spinster sisters with a

passion for the opera. This alone

was hardly a remarkable fact,

except that they managed to save

painstakingly to travel to the US

and Europe to indulge this

passion. In the process, they

befriended many leading stars of

the day—among them Amelita

Galli-Curci in the thirties and

Maria Callas in the fifties.

But the sisters had a double-life

and one that, curiously, Ida scarcely

mentions in her autobiography.

Both sisters, ordinary and

unglamorous, were able to play a

central role saving Jewish families

from Hitler’s Holocaust.  

One of the less-publicised

aspects of British and American

immigration policy in the thirties

was the requirement that Jewish

families had to raise hefty bonds

and furnish a sponsor before they

were granted permission to

immigrate. 

All through that decade till the

war broke out the sisters flew in and

out of Germany ostensibly to visit

the opera (which they did), but also

to smuggle out jewellery to help

Jews raise money in England and

find them sponsors. German

immigration authorities scarcely

paid attention to two obviously

ardent opera fans, in their dowdy

clothes and glass baubles. 

In all, Ida and Louise managed

to save some 30 Jewish families

from the concentration camps, an

achievement that earned them a

special place of honour in Israel

when that country came into being. 

Even less-known was the fact

that the sisters’ later trips abroad—

including a stay at the famous Adlon

Hotel, where Ribbentrop gave

Louise the glad-eye—were financed

by Ida, who, under the pen-name of

Mary Burchell, was one of the most-

sought after writers of the romantic

fiction hotshop Mills & Boon. 

The articles in this edition of

Granta are, the blurb on the jacket

says, “by people, and about people,

whose experience of life suggests

that they have something to tell us

about survival”.  Like “Ida and

Louise”, several of the pieces here

talk about grace rather than

desperation, which makes this issue

uniquely British in its understated

impact.

A fine, graceful balance
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A
few months ago, the long-stand-

ing problems of “global imbal-

ances” appeared to be abating,

with a soft landing involving a drop-

ping dollar and slow US GDP growth.

Now, fears about global macro-economic

worries are back on the front pages. Three

major things have changed in recent

weeks. The trouble in US housing has

turned out to be much worse than was

earlier felt to be the case. Many financial

firms have failed—in the US and else-

where. Credit spreads have risen sharply

and risk perceptions have been re-

vised upwards.

Stock prices fared very well in the last

year, with the Nifty gaining 35 per

cent and the S&P 500 gaining 12 per cent.

Now fears about the world economy have

led to lower stock prices. Home con-

struction is the worst-performing industry

in the US; shares of companies in the field

have lost 60 per cent over the last two

years. In addition, the projections em-

bedded in option prices show an upsurge

of volatility. The S&P 500’s implied volatil-

ity has surged to 25 per cent, the high-

est in three years. In India, so far, the

implied volatility is at 27 per cent,

which is modest for India’s markets. The

relative numbers suggest that India’s

markets have some ground to lose be-

fore they stabilise.

An opinion poll conducted by the Wall

Street Journal shows that as many as

66 per cent of the respondents believe

the US will now have a recession. This

conveys the gloom in the US. Will the US

Federal Reserve mount a rescue by swift-

ly cutting interest rates? It is unlikely. The

Fed is a de facto inflation-targeting

central bank. The expected inflation em-

bedded in the prices of inflation-indexed

bonds in the US is at 2.3 per cent,

which is above the 2 per cent target.

Until future inflation softens perceptibly,

the US Fed is unlikely to cut rates. At pres-

ent, the derivatives markets are showing

a 20 per cent probability of a rate cut

by the Fed by September and a 40 per

cent probability of a rate cut by Octo-

ber. In India, all these financial mar-

kets are missing, and the central bank’s

objectives are not clearly specified, hence

it is not possible to anticipate what the

RBI will do.

How would India be affected in an un-

happy scenario? A recession in the US

would lead to soft prices of tradeable

goods worldwide, particularly given

the massive investment boom in Chi-

na focused on producing these trade-

ables. Hence, profits rates of Indian firms

producing tradeables would be adversely

affected. This would apply not just for

companies exporting goods, but also for

a company producing goods for the

domestic market which are priced by im-

port-parity pricing. The net profits of

Indian companies have grown re-

markably from 2002. The unhappy

scenario would dent this profit growth.

It would also diminish optimism, and thus

investment demand.

A feature of recent weeks has been

the robustness of global financial capi-

talism. A few hedge funds have gone bust,

with losses of billions of dollars. A few

very rich customers of the hedge funds

have suffered big losses. Barring that,

nobody seems to have got hurt. Hedge

funds are, thus, shaping up as an im-

portant new shock absorber in global

capitalism. In India, this shock ab-

sorber is lacking, through longstand-

ing efforts by policymakers at prevent-

ing a hedge fund industry from com-

ing about. The key tool for confronting

future events, then, remains price flex-

ibility. If there is bad news, the govern-

ment should not prevent stock prices and

the rupee from losing ground. These are

the essential equilibriating responses

of the system of financial markets.

Volatility dangers

U
nlike earthquakes and other such

natural disasters which cannot be

predicted with any degree of

accuracy, floods are easily predictable as

it usually takes a river many hours,

even days, to breach its embankments

after heavy downpours in its catch-

ment area. That level of advance warn-

ing is not enough to prevent vast areas

from being inundated by flood waters,

so on a short-term basis the extensive

loss of property and vital infrastruc-

ture would seem unavoidable. The issue

is very real just now, as large parts of

Bihar, Assam and eastern Uttar Pradesh

are facing the fury of floods, which

have been described by the United

Nations as the worst in living memory.

Many roads, bridges and other public

utilities, besides crops and other pri-

vate property, have been washed away.

The point about floods is that most

of the physical damage cannot probably

be prevented, except on a long-term time

scale. However, given the warning

time available, it should be possible to

prevent the loss of life through timely ac-

tion, which is by moving people to

safer areas. And yet, over a thousand peo-

ple are believed to have lost their lives

in the floods, while several million

have been rendered homeless. And while

there is a let-up in the rain in the area, the

woes of the victims are far from over

because reports suggest that the relief

operations have been inept; the threat of

the usual post-flood disease epidemics

also looms large.

While the state administrations

concerned should take the rap for not do-

ing what could have been done to save

lives, there is the longer-term issue of

why floods are allowed to worsen to such

an extent year after year, despite

knowing which are the chronically flood-

prone areas. A nationwide flood fore-

casting and warning system is supposed

to be in place. On top of that, the home

ministry, which is responsible for nat-

ural disaster management, has a special

national disaster management programme

exclusively for the flood-prone states. On

paper, such an elaborate flood man-

agement-cum-preparedness system seems

formidable. But when the rains come

down, the system invariably fails. A hap-

py exception to this is the experience this

year in parts of Assam, where a change

in the course of the Brahmaputra was

pre-empted and the population moved

to safer places well in time. In contrast

to this, the ineffectiveness of the flood

management machinery in general is

borne out by the average annual flood

damage to houses, crops and public util-

ities since 1953 being reckoned offi-

cially at over Rs 1,360 crore. What is much

worse, the annual loss of human life is

estimated at 1,560 and that of cattle heads

over 91,555.

What is tragic is that little has been

done for flood-proofing the perpetual-

ly threatened areas. The Rashtriya

Barh Ayog (National Flood Commission)

had, way back in 1980, delineated

about 40 million hectares as the area that

required flood-proofing through dif-

ferent structural and non-structural meas-

ures. This figure, instead of shrinking as

a result of corrective action, has surged

to 45.64 million hectares. Had flood-proof-

ing been taken seriously, the annual loss-

es could have been reduced substantially,

if not eliminated altogether. This is

clear from the experience in the Damodar

valley, where water storage structures

like Maithon, Panchet, Tilaiya and Konar,

created specially for flood control,

have managed to tame what used to

be called a river of sorrow. Lessons need

to be learnt from these successes, and

more areas flood-proofed.

Avoidable loss

I
n the late 1980s I received an im-

pressive missive from the Crown

Prince of Bhutan inviting me to a

conference which would seek to

provide measures of a country’s level

of happiness to replace the traditional

measures of GDP as the sign of a coun-

try’s progress. Thinking this as some-

thing of a joke I politely declined. But,

in the 1990s, many economists and

politicians embraced this “happiness

economics”. In the UK, Tony Blair’s Pol-

icy Unit took it up, and David Cameron,

the Tory leader, has proclaimed that

“gross national well being” (GWB)

should replace GDP as the policy goal.

And the Labour peer Richard Layard

has written an influential book Happi-

ness: Lessons from a New Science. What

are we to make of all this?

The first point to note is that this

“new” economics is another attack

on capitalism. It echoes a refrain of

the romantic critique of capitalism: cap-

italism breeds unhappiness. Many, from

Marx to Etzioni, have seen this lead-

ing to immanent trends for capitalism’s

self-destruction. But with the spread

of globalising capitalism it is the the-

ories of immanence and not capital-

ism that seem to destroy themselves.

The second is that, ever since

Bentham sought a happiness meter

to measure the pleasures and pain which

would allow his Utilitarian calculus

to be put to use for public policy,

many economists of a dirigiste dispo-

sition have sought to create a quanti-

tatively informed Brave New World. But

lacking a happiness meter they had

to fall back on basing “happiness” on

the satisfaction of individual desires, as

revealed in actual choices in the mar-

ket place. Hating the recent victory

of the market over the plan and the great

material prosperity it has engen-

dered, the new dirigisme is seeking

to replace the quantitative measures

of this prosperity provided by GDP,

by purportedly “hard” measures of sub-

jective well-being, provided by the cross-

country and cross-cultural data from

the World Values Survey. 

There are serious methodological

problems with the data and the infer-

ences that some happiness researchers

have drawn, which Helen Johns and

Paul Omerod (Happiness, Economics

and Public Policy, Institute of Economic

Affairs, London) show, are far from

robust. Many variables like longevity,

crime and unemployment, which would

commonly be expected to increase a

country’s well-being, do not seem to af-

fect the happiness indices. What the

happiness research finds is that, on

its measures of reportedsubjective hap-

piness there is a moderate positive

correlation with per capita income

(in PPP $), which is strongest with coun-

tries with a per capita GNP up to $10,000

(in 1995). “There are no rich coun-

tries where people’s happiness, on

average is low. But, for the rich coun-

tries, it does not seem that higher per

capita income has any marked effect on

happiness” (B Frey and A Stuzer:

Happiness and Economics, Princeton).

This is hardly surprising, because re-

al income is likely to be only one ele-

ment in a person’s happiness, and as

economic theory postulates diminish-

ing marginal utility from increased

income (consumption) we would ex-

pect rich countries to have reached what

Frank Ramsey postulated as the “Bliss”

level of utility. But, as the data refer

to “reported” rather than “actual”

happiness, even this inference is in-

secure. Happiness economics has al-

so tried to econometrically estimate the

determinants of “happiness”, and to ar-

gue that the standard microeconom-

ics of utility theory needs to be re-

vised. These byways need not detain us.

More serious are the implications

various dirigistes have drawn from this

line of research. Some have argued that

the estimated “happiness functions”

provide an approximation to the so-

cial welfare function—which hitherto

had been a merely theoretical construct

of modern welfare economics—yield-

ing the optimal values of its determi-

nants which public policy is then ex-

pected to implement. But this raises Ar-

row’s famous Impossibility Theorem,

which showed that under a set of

“reasonable assumptions” it was not

possible to aggregate individual pref-

erences into a social welfare function

which consistently ranked outcomes:

something which a dictator would

obviously be able to do, and a role these

social planners hope to fill! 

The other implications are more dis-

turbing. The rat race for social status

is deemed to increase unhappiness

requiring heavy taxation of the winners.

As working too hard is a source of

unhappiness, work should be taxed more

heavily. So that people substitute leisure

for work at the margin—something

the French government has imposed by

fiat with its statutory reduction of the

working week with no apparent im-

provement in happiness to offset the ob-

vious losses in economic output.

These complaints about the psy-

chologically dysfunctional effects of cap-

italism confuse questions about how best

to make a living (material beliefs),

with those concerning, in Plato’s words,

“how one should live” (cosmological be-

liefs). Capitalism provides a new and

highly productive way of making a

living. Whilst the social ills adduced

to capitalism, like the decline in fami-

ly values and companionship, have less

to do with capitalism than individual-

ism. It is the demoralisation of their

societies rather than the instrument

of their prosperity—capitalism—which

is to be blamed for the social ills cited by

the “happiness researchers”.

This would not have come as a

surprise to the sages of the Scottish En-

lightenment. Discussing happiness in

his Theory of Moral Sentiments, Adam

Smith wrote: “Happiness consists in

tranquility and enjoyment. Without tran-

quility, there can be no enjoyment;

and where there is perfect tranquility

there is scarce any thing that is not

capable of amusing. But in every per-

manent situation, where there is no ex-

pectation of change, the mind of

every man, in a longer or shorter

time, returns to its natural and usual

state of tranquility. ...The great source

of both the misery and disorders of

human life, seems to arise from over-

rating the difference between one

permanent situation and another. Con-

sider the ... conduct of almost all the

greatly unfortunate, either in private or

public life, ... and you will find that

the misfortunes of by far the greater part

of them have arisen from their not know-

ing when they were well, when it was

proper for them to sit still and be

contented. The inscription upon the

tombstone of the man who had en-

deavored to mend a tolerable consti-

tution by taking physic; ‘I was well, I

wished to be better; here I am’; may gen-

erally be applied with great justness

to the distress of disappointed avarice

and ambition.”

L
ast week, Air-India launched its

first non-stop Mumbai-New York

service with a Boeing 777 Long

Range (LR) aircraft. Despite all the fan-

fare accompanying the arrival of the

777, the first flight took only 80 pas-

sengers against a capacity of 238.

Airline executives I spoke to were quick

to point out that by the weekend almost

all first-class seats were sold, stress-

ing the word “sold” when quizzed again. 

If you were curious about the De-

veshwar connection, it’s the Boeing 777.

The first proposal for a Medium-Ca-

pacity Long-Range aircraft (MCLR) was

mooted in YC Deveshwar’s tenure or

thereabouts. Deveshwar or not, it’s tak-

en roughly 15 years for Air-India to

get its hands on a truly world-class prod-

uct. 

Which is not to say A-I did not ac-

quire aircraft in the interim—there were

a handful of Boeing 747s that came

in, starting 1994. But they added to

capacity in terms of seats, seat con-

figurations and routes but did not of-

fer anything distinctive. Largely, A-I has

struggled as a product and brand all

these years. 

While the struggle might well con-

tinue, specifically given its ownership

structure and generally given that the

market is only becoming competitive,

there could be some hope in the new

777. The question is whether Air-In-

dia can use the 777 to lift itself out of the

external perception morass it’s in? Sec-

ond, can this product change the way

its own people think, act and serve? 

The external battle is tough. I per-

sonally stopped flying Air-India sev-

en years ago after a disastrous expe-

rience. And it was not even as drastic as

the really drastic ones that someone you

know must have been through. This

could range from a tire burst to some

serious albeit inexplicable technical

glitch grounding the aircraft and

leaving passengers stranded. Obviously

with no options. It happened last

week to a friend in Kolkata just in

case you wanted a recent example.

It might be no less challenging in-

ternally. The biggest “Doubting Thomases”

are within the company. Most Air-In-

dians I have met gave up on their or-

ganisation a long time ago. Once up-

on a time, being national carrier and all

that, it mattered to everyone that Air-

India had a problem. Today, with pri-

vate airlines already flying international

routes on the east and beginning to

stretch to the west, Air-India’s woes will

matter less and less. 

Air-India obviously recognises all

this. The airline wants to use the 777

as an opportunity that goes beyond just

a new route launch. The product as a

whole, by the airline’s own admis-

sion, is superior to its existing offerings.

That’s a deliberate strategy. So is the

price, though holding it might be tough.

Air-India is also trying to trigger small

service-level changes—like creating a

“flight manager”, an engineer who is

responsible for everything on the air-

line, from upholstery to the smooth func-

tioning of the in-flight entertainment

system. The cabin crew and airport

check-in staff have gone through

fresh training, in an attempt to create

a fresher product experience.

It’s a little early to predict the out-

come but activity has surely picked

up. Another 777 long-range aircraft will

join the fleet on August 22. In all, A-I has

68 aircraft coming in till 2011. These in-

clude 23 777s and 27 Boeing 787 Dream-

liners and 18 smaller aircraft for the low-

fare Air-India Express. If these air-

craft arrive on schedule and perk up the

fleet and indeed its people, then Air-

India just might have something go-

ing for it.

If that happens, even in some

small way, it would be really the first

time in more than a decade and a

half that the airline would have stuck

its head out in a marketplace crawl-

ing with competition, both from do-

mestic and international players—though

the real prodding may have come more

from domestic rather than international

players. 

Assuming the internal and external

perception of Air-India does grow, there

will be that little hitch that the airline

will have to resolve at some point—that

of market-based compensation and

thus, the best talent. As Deveshwar said,

“Why can’t someone move for a bet-

ter salary!” 

Will the 777 change A-I’s fortunes?  
DOUBLE EDGE
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