~ Mumbai court on Monday dis-

~ charged eight of the accused in
- the September, 2006, Malegaon
‘|SEE terror attack case, in which 37

people were Killed. It was a serious at-
tack because Malegaon is known to be a
communally sensitive town in the state.
There was another terrorist assault in
2008 as well. The Anti-Terrorism Squad
(ATS) of the state government had

of the Students Islamic Movement of
India (SIMI). The ATS’s conclusions
were backed by the Central Bureau of
|Investigation (CBI). But the case took a
|turn when the National Intelligence
| Agency (NIA) took over the case. It had
|disagreed with the ATS and CBI. It told
|the Maharashtra Control of Organised
|Crime Act (MCOCA) court that there
was no evidence against the accused
youth, who happen to be Muslims.

Surprisingly, the NIA has opposed
the discharge despite there being no
evidence against the accused. The court
has however decided on discharging the
accused, who had spent time in prison
from 2006 to 2011, and who have alleged
that they have been subjected to custo-
dial torture. This does not however fol-
low that it is the Abhinav Bharat group,
comprising Aseemanand, and Colonel
Purohit, who are then responsible for
the blasts. It remains a separate investi-
gation and the court has to arrive at its
own conclusion. It has also to be noted
|that two of the eight discharged in this
|case have been convicted in the July 7,
|2011, Mumbai train blasts.

This is not the first time that Muslim
youth accused of a terrorist act have
been found innocent. In the Mecca Mas-
|jid blast case of 2007 too, the accused
|youth after prolonged police custody
|and alleged torture had to be freed be-
|cause the investigation could not pro-
{ duce evidence against them.
|  What makes the Malegaon blasts in-
ivestjgation thorny is the issue of
iwhether the culprits were Muslims or

pointed an accusing finger at members *

edit '
Lessons from Malegaon

The probeinto the blasts was shabby with multiple agencies going on a wild
goose chase and failing to establish a clear trail of the Culprits

Hindus. The ATS and CBI thought they
were Muslims. The NIA has unearthed
the Abhinav Bharat angle. The basic
question should have been as to who are
the individuals behind the terror blasts,
and not whether they were Hindus and
Muslims. A terrorist attack cannot be
seen in terms of jihadi or saffron terror.
Investigations will follow an unfair
course if communal assumptions are
the driving force behind the investiga-
tions. A major lesson to be learned from
the Malegaon case is that it has to re-
main a purely criminal investigation
and extraneous biases cannot be al-
lowed to impact the case.

It would be unfair to blame the police
for their initial prejudices. Unconscious
communal prejudices will be at play. It
would be better that the police be aware
of them rather than deny them alto-
gether. There have to be checks and bal-

ances at different

N Samar stages of investi-

(@Samar_Anarya) gation. The courts

Student have maintained
glsdwgﬁ.mgrht fair standards of

impartiality
Acquittedin2006 ~ while dealing

mmm with terror cases.
themwasn'tenough But margins of
evenforatriall error cannot be
ruled out because
neither the judges nor the investigators
are infallible. :
What makes the issue explosive and
unduly charged is the partisan public
discourse in the country from the Hin-
du and Muslim right-wingers on the
one hand, and the self-proclaimed lib-
eral intelligentsia on the other. Sections
of the media too tend to support one or
the other of the two. These debates do
affect how terror cases are perceived by
the public. It would be futile to sanitise
public discourse. Partisan positions
will remain loud and strident. It is then
left to the investigators and the courts
to walk the narrow of path of fairness
and impartiality.

Islands of power

The separation of powers between the judiciary and the executive
does not mean that both work in mutually exclusive directions

|=. . hetension between the Supreme
o 4 o “al onyern-

Having come prepared with statistics,
the CJI was able to conclusively nail suc-
wrmiaaantral and state envernmante

MUMBAI, TUESDAY

26.04.2016

z

The RBI governor refuses to be drawn into the game of popular.itystakes

we feel satisfied. We have this saying, ‘in the
land of the blind, the one-eyed man is king.’
We're a little bit that way. We feel things are
turning to the point where we could achieve
g what we believe is our medium-run growth

‘ ell, I think we’ve still to get to a place where

potential,” Reserve Bank of India (RBI) Gov-
ernor Raghuram Rajan told Marketwatch in
an interview in Washington DC on April 17.

Rajan has spoken often and eloquently about the
need to avoid irrational exuberance. Prime Minister
Narendra Modi’s government is trumpeting the fact
that India’s economy will grow the fastest this year
(the IMF predicts 6.5% GDP growth in 2016 and 2017),
Rajan has not raced to slash interest rates as fast as
finance minister Arun Jaitley would like him to. The
one-eyed remark struck a raw nerve and commerce
minister Nirmala Sitharaman led a spirited counter-
attack, criticising Rajan for shooting his mouth off.
Of course nobody remarked on the fact that those
words were a tiny part of a lengthy dialogue on global
growth prospects and the role of central banks.

Three days after his interview, Rajan cycled back
a bit, apologising to blind people, but told graduating
students at the National Institute of Bank Manage-
ment in a lecture titled “Words Matter But So Does
Intent” that he remained cautious about the future

despite his ‘teachable moment’. “My intent was to’

signal that our outperformance was accentuated be-
cause world growth was weak, but we in India were
still hungry for more growth,” Rajan said. India was
still one of the world’s poorest large countries: “The
sobering thought is we have a long way to go before
we can claim we have arrived. As a central banker
who has to be pragmatic, I cannot get euphoric if In-
dia is the fastest-growing large economy.”

That is the truth of course. Apart from the fact that
India’s economy is on autopilot and not soaring; that
bank credit to industry and agriculture is moribund;
that consumption is not growing fast enough and jobs
are not being created for the millions pouring into the

workforce every year; and that two years of drought

have crippled the farm sector, there is also the huge
black cloud of non-performing assets or stressed
bank loans, chiefly to the infrastructure sector. India
is trundling along at a new Hindu rate of growth.

In fact, at April’s spring meetings of the IMF and
the World Bank in Washington, Jaitley was happy to
cite India as a beacon of hope but carefully skirted
the subject of stressed bank balance sheets. For a
long time, as NPAs ballooned on their books, India’s
state-owned banks chose to sweep most of the bad
news under their carpets. Then, in April 2015, the RBI
launched an Asset Quality Review to see if banks
were taking steps to clean up their acts. The target
date for completing the cleansing was March 2017.

The clean-up has triggered a torrent of terrible
numbers from banks. On April 20, the RBI quietly told
banks they could reclassify loans to about 20 of 150
highly-indebted borrowers, especially in relation to
projects whose date of commencement of commer-
cial operations had been delayed for reasons beyond

Rajan means business

The billion dollar question, and one that is bound to put brakes on the growth story, is how

much money the government will spend to recapitalise banks that have bled white

the banks’ control. THis will provide some window-

- dressing for banks’ annual reports for the year

2015/16, but the larger malady will linger.

The multi-billion dollar question, and one that is
bound to put serious brakes on the India growth story,
is how much money the government will have to
spend to recapitalise banks that have bled white.
These facts are irrefutable,
but Rajan went on to blame
his news-hungry country for
making his interview contro-
versial when he spoke to the
young new bankers in Pune.
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“More generally, every word or phrase a public fig-
ure speaks is intensely wrung for meaning,” Rajan
said ruefully. By coincidence, I read an excerpt from
Who Moved My Interest Rate?, a book by Rajan’s pre-
decessor Duvvuri Subbarao. It was about the ‘signal
and the noise’. “One of the nice things about being a
central bank governor is that the markets hang on to
every word you say, treating every syllable, nuance,
and twitch of the face as a market cue,” Subbarao
writes. “One of the stressful things about being a cen-
tral bank governor is...” and wryly repeats those
same words. He goes on to cite examples both from
his own post-policy press conferences as well as from
the Federal Reserve or the European Central Bank.

Subbarao, who pioneered forward guidance on mon-
etary policy on a quarterly basis during his 2008-2013
tenure, writes about the internal debates over the
wording of' the guidance and the misinterpretations
that could and did occur. ;

Subbarao’s point is that if policymakers speak of-
ten and at length, they are bound to be misunderstood
by markets. In the 1990s, I remember tearing my hair
out in Tokyo when Reutfers reporters phoned in news
alerts that invariably went: “BOJ (Bank of Japan)
says no change in policy stance” or “BOJ says will
maintain cautious outlook” as the yen rose precipi-
tously and Japan’s asset-price bubble burst.

Subbarao says he was both praised for being open
and communicative and “Some analysts thought that
I was not the uberconfident, alpha male central bank
governor markets respect...” Those words describe
Raghuram Rajan to a T. At the end of his Market-
watch interview he's asked: “I see your term is up in
September.” Rajan says: “Absolutely”. Marketwatch:
“Is it going to be extended?” Rajan: “It is a question
that has to be answered.”

In the week since the interview appeared, the
names of the claimants to Rajan’s throne have been
bandied about. My wager is that the Modi govern-
ment cannot find another central bank governor to
match or surpass Rajan’s intellectual stature and
economic cojones. He will get a second term, and we
will hear more straight talk from him.
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