
Trade overtures 
India should support affected exporters  

In a world where the biggest power has abandoned the well-accepted playbook, 
projecting future outcomes, even directionally, has become extremely difficult. The 
present state of United States-India relations would have been unimaginable at any 
point in recent decades. Similarly, it is difficult to predict where things will be two 
quarters from now. America has imposed a prohibitive tariff of 50 per cent on 
imports from India, which will likely have a significant impact on the Indian econ-
omy, and the broader implications can go much beyond trade relations. However, 
recent statements by United States (US) President Donald Trump suggest that all 
may not be lost. In a statement this week, for instance, Mr Trump announced that 
India and the US were continuing negotiations and that he was looking forward to 
speaking with Prime Minister Narendra Modi in the coming weeks. 

Mr Trump’s statement indicates both sides are engaged and discussions are 
taking place, which is encouraging. India has done well to reciprocate the sentiment 
and build on what could be a fresh start. However, it remains uncertain when India 
and the US will be able to reach a mutually beneficial trade agreement. Even as Mr 
Trump has made encouraging statements, it has been reported that the US is press-
uring the European Union (EU) to put additional tariffs on India, along with China, 
for importing Russian crude oil. The problem with US policy, among other things, 
is that it is using tariffs to attain geopolitical objectives. But even this line of thinking 
is incoherent. The US has imposed an additional 25 per cent tariff on India for 
importing crude oil from Russia, but has not touched China, which is a much bigger 
importer and has deeper trade relations with Russia. It is thus clear that the onus is 
on Mr Trump to dial down trade tensions with India, but when that will happen is 
anyone’s guess. 

Since it is unclear when the US will adjust tariffs or remove the 25 per cent pen-
alty, India needs a strategy to deal with the fallout on exporters. It is likely that US 
orders for low-margin labour-intensive goods will shift to other countries, and some 
of those may not come back soon, even if the tariff issue is resolved. Therefore, there 
is a real risk of closure of firms and large-scale job losses. One aspect of dealing with 
the situation is India finding other markets. The government is working on this, but 
trade agreements, like the one expected with the EU, take time. 

It is thus important to support affected firms for the time being. If they start clos-
ing down, it would not be easy to bring them back online even if US tariffs are 
reduced or if India gets a better deal in other markets. India may end up perma-
nently losing output or export opportunities. The government is reported to be 
working on a package for exporters. It would do well to announce the measures 
soon. It will also be important to take inputs from states that are most affected by 
tariffs. The overall policy incoherence of the US administration has put India in an 
unfavourable spot. Given the strong and consistently deepening relations between 
the two countries over the past decades, it is hoped that the trade issue will be 
resolved soon. However, till that happens, affected businesses should be supported. 

 

Nepal on the brink 
Ruling elites out of sync with the people 

The violence that brought Nepal to a standstill may have caught the ruling estab-
lishment off guard but the crisis has been brewing for at least a decade. At its core 
is the deep-rooted frustration of the Nepal youth at the government’s inability to 
deliver economic growth and job opportunities, a predicament worsened by cor-
ruption, which afflicts almost every facet of Nepalese public life. More than half 
of Nepal’s population is under the age of 30. This important demographic, which 
pointedly identified itself as GenZ at the protests in Kathmandu, is better-edu-
cated and has better exposure to global developments. With the country having 
a considerable internet-user base, it is no surprise that the protests, which initially 
began as peaceful demonstrations by students before being overwhelmed by 
lumpen elements, began over the government’s decision last week to ban 26 
media platforms. The ostensible reason for this sweeping proscription was that 
these platforms, which included WhatsApp, Instagram, and Facebook, had failed 
to meet a deadline to register with Nepal’s Ministry of Communication and 
Information Technology. 

Though the ban provided the spark, the violent response to it — leaving some 
20 dead — betrayed a comprehensive misreading of ground realities by the ruling 
elites. This misjudgement in itself reflects the profound structural deficiencies 
in the power dynamics of the democratic republic. The ruling coalition between 
the Communist Party of Nepal (Unified Marxist Leninist) and the Nepali Con-
gress, the two largest parties, represented a well-entrenched and ageing oligarchy, 
which had been increasingly out of sync with its people. Between them, these 
elites have revolved in and out of power. Khadga Prasad Oli, 73, who abruptly 
resigned as Prime Minister following the violence, had been elected in 2024 and 
was serving a fourth term. He came to power after his party withdrew support to 
a coalition headed by Pushpa Kamal Dahal, “Prachanda”, 70, who had had three 
stints as Prime Minister. The latest power-sharing arrangement involved Mr Oli 
holding a rotating prime ministership until the next general election in 2027 with 
the Nepali Congress’ Sher Bahadur Deuba, 78, a five-term Prime Minister. Mean-
while, the economy heavily depends on remittances, which account for roughly 
a fourth of Nepal’s gross domestic product. They are largely from India, which 
has, incidentally, enjoyed a rare reprieve from the habitual blame game that the 
Himalayan state indulges in. 

With the army stepping in to reimpose law and order and tipping an ex-jurist 
as interim Prime Minister, Nepal’s future hangs in the balance. The established 
parties have patently failed. A return to monarchy, ousted in 2008, is unlikely, 
although its representative, Rastriya Prajatantra Party, has escaped protestors’ 
ire. Two popular contenders who represent a generational shift in Nepalese 
politics are waiting in the wings. One is Balen Shah, 35, a former rapper and a 
highly successful mayor of Kathmandu. The other is Rabi Lamichhane, 51, a TV 
host and former minister who had been jailed for corruption and then freed  
following attacks on the prison. How far the establishment will take a bet on 
them is unclear.
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The lemon-plus problem 
in corporate rescues 
Unhealthy cultural templates erode enterprise value,  
denting the feasibility of rescue 
The strategic divestment of Air India and its subsidi-
aries by the Government of India to the Tatas was 
technically a sale, but in essence, a rescue of a flailing 
airline. It was, however, a classic case of the “lemon-
plus problem”: Not only the information asymmetry 
typical of used products, but also the weight of 
entrenched cultural baggage. 

What deterred investors in earlier attempts to sell 
Air India was not so much the financial liabilities or 
ownership restrictions, but the perceived difficulty of 
reforming an organisational culture shaped over nine 
decades under very different managements: The Tatas 
(1932–1953) and the Government of India (1953–2022). 
For the Tatas, the eventual takeover was less a commer-
cial decision than a moral reclamation, driven by 
legacy, national pride, and emotional 
commitment. This highlights the 
potential of cultural baggage to com-
plicate, or even derail, corporate res-
cues, regardless of their financial or 
strategic rationale. 

Companies undergoing rescue 
under the Insolvency and Bank-
ruptcy Code, 2016 (IBC) are no differ-
ent. Axiomatically, they are lemons. 
Many, like Air India, suffer from 
lemon-plus problems. The IBC seeks 
to rescue viable companies. In prin-
ciple, a company is viable when it has a going concern 
surplus (GCS), that is, the excess of its fair value (FV) 
over its liquidation value (LV). It is the GCS that incen-
tivises the market to step in to rescue a distressed but 
viable entity.  

Data from the Insolvency and Bankruptcy Board 
of India’s January-March 2025 Newsletter shows that 
the market values the GCS unevenly. Of the 66 com-
panies rescued, 32 fetched rescue values (RVs) above 
their FVs, 15 received RVs below their LVs, and 19 
secured RVs between their LVs and FVs. Put differ-
ently, in nearly half the cases, as with Fortuna, the 
market paid for the GCS in full, plus a premium; in 15 
cases, as with Shree Aasharaya, it disregarded the GCS 

altogether; in 19 cases, as with Purulia, it recognised 
only a part of the GCS.   

 The IBC does not require the RV to align with any 
benchmark. The market usually captures a part of 
the GCS. The share captured depends on multiple 
factors: The efforts and negotiation strategy of the 
committee of creditors, the prevailing business and 
credit cycles, the competitive intensity among resol-
ution applicants, the regulatory climate, existing 
encumbrance or restrictions on the assets and oper-
ations, and the overall confidence in the debtor’s 
governance and prospects.  

Why the market proposes or approves a plan with 
an RV below the LV is not immediately clear. One 
explanation is that creditors may prioritise recovery of 

admitted claims, even if this is lower 
than LV or FV, as in Shree Aasharaya. 
But there are cases, like Bharatiya, 
where the plan fell short of all bench-
marks and was still approved. Con-
versely, there are several cases where 
the market paid more than the FV. 
Such outcomes under the IBC call for 
deeper inquiry. Forces beyond finan-
cials are evidently at play.  

Even where a business holds 
valuable assets, the market may 
refrain from bidding or offer an RV at 

a deep discount to the LV, often puzzling valuation 
experts. A plausible explanation lies in organisational 
culture: Its ethos, work practices, employee morale, or 
governance style. These cultural undercurrents, 
though not visible in financial statements, weigh 
heavily on bidders’ assessments of future viability. A 
culture resistant to change or misaligned with a res-
cuer’s vision can deter new ownership, pushing com-
panies towards liquidation or depressing RV below LV, 
signalling hidden negatives.  

At the same time, there are instances where RVs 
have exceeded FVs by significant margins. These 
reflect “soft positives”, such as the perceived integrity 
of the promoter group, a resilient organisational ethos, 

effective employee relations, or enduring brand good-
will. Such intangibles, though absent from balance 
sheets, often inspire bidder confidence beyond what 
tangible assets justify. Even a second-hand car, driven 
by a service officer, as reflected in old advertisements, 
commands a higher price.  

A rescue plan always entails risk-taking: Reviving 
or nurturing a limping entity back to health, often one 
whose assets have been idle for years, or which sur-
vives only on a wing and a prayer. The rescuer acquires 
a “second-hand” enterprise — disoriented human 
resources, entrenched ethos, and exhausted assets. It 
is akin to acquiring a sick, old elephant with behaviou-
ral issues: Difficult to manage, costly to maintain, and 
slow to respond to change. 

Many businesses fail not due to economic, busi-
ness, or technological shortcomings, but under the 
weight of their cultural milieu. Over time, they allow 
physical assets to decay and financial value to erode, 
while fostering a mindset of resignation and help-
lessness that profoundly devalues the enterprise. 
Reviving such entities demands Herculean effort, so 
their resolution seldom attracts rescuers. The chal-
lenge deepens when resolution drags on: The com-
mittee of creditors and resolution professional-led 
management often add another layer to the complex 
cultural template. 

The entrenched cultural templates surface in 
unpredictable ways, even in the case of mergers. This 
explains why some voluntary mergers or acquisitions, 
undertaken after detailed studies and valuations, fail 
to deliver the expected synergies for the combined 
entity. The Tata Group bought Air India on a standa-
lone basis but decided to merge it with Vistara, a young 
and vibrant airline. It became a case of superimposed 
cultural templates, with the culture of the older com-
ponent  impacting the enterprise efficiency matrix.  

Against this backdrop, dismissing successful 
rescues as “under-recoveries” by benchmarking 
them against the original book value of assets or the 
amount of outstanding debt undermines the 
achievements of the IBC. Such criticism overlooks 
the legal position, the inherent “lemon problem” in 
stressed asset markets, and the powerful role of cul-
tural templates in shaping outcomes. 

Rescue, therefore, is as much a matter of culture as 
of capital. Recognising these “soft” cultural factors 
alongside hard valuations is essential to explain why 
some rescues falter while others surpass all bench-
marks. Proper appreciation of IBC outcomes 
demands attention to this cultural dimension.  
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The authors are, respectively, former chairperson, 
Insolvency and Bankruptcy Board of India, and 
former member, Securities Appellate Tribunal 

Rewiring public procurement for innovation 
The recently launched ₹1 trillion Research, Develop-
ment and Innovation (RDI) Scheme signals a historic 
shift in India’s innovation policy. For the first time, 
private sector innovation is at the centre, with funds 
channelled through a special-purpose fund and 
deployed by professional managers via concessional 
loans, equity, and a fund-of-funds structure.  

Until now, R&D spending largely flowed to public 
institutions, which laid the nation’s scientific founda-
tions. The new approach taps the innovative energy 
of over a billion people — far beyond a few thousand 
government scientists—ushering in a 3S revolution: 
Scale, Speed, and Spend.  

Scale comes from opening R&D to startups, indus-
try, academia, and individuals, bringing unmatched 
breadth. Speed flows from the private 
sector’s push for market-ready, time-
bound solutions. Spend is unlocked by 
private co-investment and fund-of-
funds participation, addressing chronic 
capital shortages. This transition is set to 
broaden participation, accelerate break-
throughs, and power transformative 
technological growth. 

For RDI to deliver fully, it must be 
backed by reforms in public procure-
ment to actively support locally devel-
oped products. A dedicated policy tool is 
vital because innovations rarely fit tradi-
tional norms like multiple bidders or prior procure-
ment history.  With government purchases making up 
nearly 20 per cent of India’s gross domestic product, 
the state wields enormous power to shape markets 
and drive innovation. As an early adopter, it can vali-
date new technologies, build consumer confidence, 
provide steady revenues, and reduce the risks inno-
vators face in bringing novel products to market. 

The biggest dilemma is the single-vendor situ-
ation, which is inherent in innovation. The general 
financial rules (GFR) do not prohibit single-source 
procurement. Rule 166 allows it if the user department 
establishes that a particular firm is the sole manufac-
turer of the required goods, supported by a proprietary 
article certificate issued by the concerned ministry.  
The provision makes no distinction between goods 
simply manufactured in India and those designed and 
innovated domestically. However, its presumption of 
suspicion discourages single-vendor procurement, 

often turning the PAC requirement, meant to safe-
guard the organisation, into a showstopper.    

The L1 tendering norm often sidelines innovations 
that may be costlier upfront but become economical 
once scaled. To address this, the Public Procurement 
(Preference to Make in India) Order, 2017, mandates 20 
per cent local content for procurement preference. Yet, 
it makes no distinction between simple manufactur-
ing and genuine IP (intellectual property) creation. 
In contrast, the US Buy America Act requires 55–75 
per cent local content — levels only achievable 
through indigenous technology. Since 20–30 per 
cent value addition can be achieved through assem-
bly alone, India’s framework — by not privileging 
domestic design — leaves a critical gap that needs 

urgent correction.  
In India, the defence sector has tried 

to solve this problem by introducing the 
Indigenously Designed, Developed and 
Manufactured (IDDM) category in the 
defence acquisition procedure. Here, if 
an IDDM vendor exists, the request for 
proposal should only go to that vendor, 
even if others manufacture the same 
product in India using imported tech-
nology. However, risk aversion often 
leads to both IDDM and other manufac-
turers being invited, weakening the 

preference.  
Ambiguity also persists around what qualifies as 

“designed in India”. The Ministry of Defence created 
a Collegiate to pre-define which technologies must 
be Indian for a product to qualify as IDDM. Yet, 
benchmarks were usually set around median indus-
try capability rather than the frontier of innovation, 
limiting impact.   

South Korea offers a structured solution to single-
vendor procurement. An independent authority cer-
tifies domestic products as innovative, after which 
public agencies are permitted — and sometimes 
required — to procure them even from a sole sup-
plier. This shifts the burden of identifying innovation 
away from procuring authorities, reducing risk-aver-
sion and the reluctance to sole-source purchases. 
Certification is temporary and can be withdrawn as 
competition emerges, ensuring innovation is pro-
moted without entrenching monopolies. The Inno-
vative Solutions Canada Testing Stream offers a 

solution. This programme buys and tests pre-com-
mercial products on behalf of government depart-
ments, covering initial costs so that line ministries 
don’t bear financial or reputational risk.   

Even when governments agree to procure an 
innovative domestic product from a single vendor, 
the key challenge is establishing a fair price without 
competition. International practice offers two 
models: The US Federal Acquisition Regulation 
allows pricing through cost analysis (based on pro-
duction costs with capped profit) or price analysis 
(using past procurements, catalogues, or comparable 
products). The EU’s 2014 Directive (Article 32) instead 
permits negotiated pricing with the vendor, provided 
the justification is recorded and transparent — ensur-
ing defensible decisions while keeping price-points 
confidential to prevent undercutting or litigation. 

Public procurement systems are usually built 
around fixed specifications and established stan-
dards, which innovative products often disrupt. To 
address this, several countries have built flexibility 
into their frameworks. The EU encourages func-
tional or performance-based requirements instead 
of rigid technical ones. South Korea exempts certi-
fied innovations from certain specification require-
ments, compelling public agencies to adopt them 
even if they don’t fit existing standards. Canada 
allows early-stage technologies to be tested in gov-
ernment use, enabling standards to evolve after 
real-world validation. 

In the defence sector, earmarking a fixed share of 
the procurement budget exclusively for domestic 
manufacturers has proven effective. A similar 
approach could be applied to innovation by creating 
a dedicated budget sub-head, mandating a set per-
centage be reserved for innovative products. 

In India, where process often outweighs out-
comes, procuring early-stage innovations remains a 
major challenge. The GFR must, therefore, provide a 
clear framework to institutionalise such procure-
ment. Global models offer guidance, but their true 
value lies in adapting them to India’s context. With the 
right framework, India can turn innovation into its 
most decisive competitive advantage.  
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The author is chairman, Union Public Service Com-
mission, and  former defence secretary.  
The views are personal 

The stories within stories in Kashmir 

neha kirpal 

Award-winning journalist Ipsita Chakra-
varty’s debut book is a story about stories 
in Kashmir. Ms Chakravarty, who has 
reported on politics and armed conflict in 
Kashmir and Northeast India for dec-
ades, brings out multiple Kashmiri voices 
— heard and unheard — through several 
forms of storytelling, including personal 
memories, urban legends, oral histories, 
folk theatre, songs, jokes, rumours, myths 
and fables. The book consists of various 

stories in the region — about loss, 
laughter, haunting and place-making. 

In Kashmir, “haalaat” is the word 
used to describe the time after 1989. 
According to Ms Chakravarty, stories of 
the haalaat are part-fact, part-rumour, 
part-fever dream. By 1989, when armed 
rebellion spread through the state, many 
of these traditions had died or been 
forced underground. It is possibly for 
this reason that folktales and local nar-
ratives in the region — told and retold 
about the past — often begin with the 
word “dapaan”, meaning “it is said”. “It 
is said, two things can change at any 
time in Kashmir, the weather and the 
haalaat,” she explains in the book’s 
Introduction. 

When the author first visited the 
Valley as a journalist in 2016, she found 
that the haalaat was continually being 
turned into a story. “There were always 

two stories about any news event, one 
from state authorities and one from local 
residents,” recalls Ms Chakravarty. It 
soon became a truism for her that there 
were no facts in Kashmir, only versions. 
Through the book, she explains that 
after 35 years, an armed conflict does not 
stay in the streets. “It enters homes and 
minds; it enters language,” she writes. 
When Ms Chakravarty started gathering 
stories for this book in 2022, she found 
that few people wanted to be inter-
viewed. Most of those who agreed to 
speak did not want to be recorded or 
quoted. “Kashmir was an information 
war, after all, in which stories told by the 
tehreek competed with those spread by 
the state,” she writes.  

In the book’s first section, Ms Chak-
ravarty discusses among other things, 
“zulm” — the heaviest word in Kashmir 
— meaning injustice or oppression, 

whether in the form of killings, 
disappearances, crackdowns, 
curfews and everyday humili-
ations. “Zulm is buried in lan-
guage itself. Generations 
forced to live and die in 
silence, leaving no trace but in 
words,” she writes. For cen-
turies, the Laddi Shah was the 
poet of zulm in the region, his 
songs changing from year to 
year, mocking the folly of 
kings and governors. “The 
Laddi Shah inhabited the 
Kashmiri public sphere by 
tapping into cultural memory 
as he spoke of the present, 
and setting off ripples of dis-
sent that would travel far into 
the future,” writes Ms Chakra-
varty. In today’s times, there is 
a fresh crop of Kashmiri rap songs by 
young protestors. “They know how to 
sing their rage because they have been 
doing it for hundreds of years,” she adds.    

In one of the sections of the book, Ms 

Chakravarty explores how 
militant bodies are mourned 
in a way that becomes a form 
of defiance against the state. 
“As the haalaat claimed lives, 
militants were memorialised 
in traditional wedding songs 
often composed, improvised 
and sung by women,” she 
writes. Further, wedding 
songs were also sung at mili-
tant funerals, where an 
ecstatic grief led many young 
mourners to take up arms, she 
adds. For instance, the funeral 
of Hizbul Mujahideen mili-
tant Burhan Wani, whose 
death triggered mass protests 
in 2016, was one of the largest 
Kashmir has ever seen. “He 
was a son to mothers, a 

mentor to young boys, a brother to 
young girls,” writes Ms Chakravarty. 

After he went underground in 2010, 
Burhan Wani turned into stories. “Posters 
and videos of Burhan and his band of 

militants circulated online, creating a 
cloud of Facebook folklore,” writes Ms 
Chakravarty. However, even these traces 
have now been sadly driven underground 
by a government crackdown. Phones are 
checked and profiles are watched closely 
in the state. Social media posts have been 
taken down, and WhatsApp groups have 
wound up. “Photographs of dead mili-
tants have been replaced by pictures of 
the Indian flag and other symbols of 
Indian nationalism,” Ms Chakravarty 
elaborates on the “digital burial.” 

In another part of the book, the author 
shares ghost stories on the street and in 
the local press about the “raantas and the 
daen”, demonic women who are believed 
to have roamed the night — which 
became a metaphor for military presence 
that spread across the Valley in 1993. In 
the final section of the book, she starts 
with the tales of the dastaangoh and the 
mythic geographies they hold.  
vvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a New Delhi-based  
freelance writer
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Dapaan: Tales from 
Kashmir’s Conflict 
by Ipsita Chakravarty 
Published by Hurst & 
Co Ltd 
291 pages ~699 
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Price of distress (₹ crore) 
Company                                                   Claims          LV        FV        RV 

 Fortuna Buildcon India                     175.1     20.2    25.9   50.4 
 Shree Aasharaya Infra-Con                9.4     30.6      31.1    10.5 
 Purulia Metal Casting                     454.7    48.4    65.2     53.1 
 Bharatiya Vaidya Vidhan                152.5     49.4    66.6    30.6 
LV: Liquidation value; FV: Fair value; RV: Rescue value


