
Fixing fertiliser

Since the National Democratic Alliance government took office over a decade ago, 
it has made major changes to how its services and subsidies are delivered. Many 
of them have resulted in greater efficiency and increased fairness. These changes 
took advantage of new payment mechanisms as well as the vast increase in state 
capacity enabled by the Aadhaar and Digital Public Infrastructure. It is time now 
for the last unreformed subsidy, the one for fertiliser, to be addressed. This is 
because, in the shadow of the urea crisis, the incoherent and expensive structure 
of how India subsidises fertiliser usage can no longer be ignored. From late April 
till mid-May, Department of Fertilisers officials flagged the prospect of a 20 per 
cent spike in the ~1.7 trillion fertiliser spend estimated in the Union Budget. Two 
weeks ago, they said it was impossible to predict the bill for this financial year and 
it might reach as much as ~3 trillion. Now, that ask is learnt to have shot up further, 
with the department seeking a 100 per cent increase in budgetary allocation, 
citing the spike in the price of petrochemicals due to the blocking of the Strait of 
Hormuz and, therefore, of urea. This would take India’s fertiliser subsidy to a fresh 
high of ~3.4 trillion in FY27, far beyond the previous peak of ~2.5 trillion in FY23 
after the Russia-Ukraine war broke out. 

This level of unpredictability and lack of control on expenditure cannot be 
allowed to continue. The root cause is that while phosphorus- and potassium-based 
fertilisers were allowed some degree of price adjustment, the price of urea has never 
been given the chance to reflect the drift in global prices. Over more than a decade, 
this has led to a situation where the government is shouldering about 90 per cent of 
the actual market cost. It was not the point of this subsidy to remove basic market 
incentives from the agricultural sector; it was to ensure the sector’s productivity did 
not fall to a level where food security is compromised. That problem can be solved 
equally well in other ways. Leaving aside efficiency, it is also necessary to change the 
current subsidy architecture for the sake of transparency, fairness, and, not in the 
least, environmental concerns. Whenever enormous differences creep in between 
a market price and an administered one, black-marketing and diversion become 
common. This is certainly the case with urea today. The fact that urea is much 
cheaper also means that the ratio of fertilisers used by farmers skews towards it, lead-
ing to serious soil degradation. Finally, fairness is important: The urea subsidy is 
overwhelmingly taken up by large wheat and rice farmers, who are concentrated in 
certain parts of the country. This must be addressed — and a distinction is necessary 
to provide enough for one’s needs rather than keep forking out what one has got used 
to getting away with, due to extant systemic flaws. 

It is past time for India to move to a modern system to support agriculture. This 
might of course involve making changes to public procurement. But it will also 
require the government to expend political capital on shifting towards a nutrient-
based subsidy regime, one in which benefits are directly transferred to the farmer 
ploughing the field rather than to the companies that are producing urea. It might 
be recalled that this was one of the first major attempted thrusts of the original lib-
eralisation programme in 1991, announced in Manmohan Singh’s famous speech 
— but was swiftly reversed because of the political outcry. That, 35 years on, the 
system is still financially unsustainable is an indictment of successive govern-
ments. It falls now to this government, also facing external difficulties not of its 
own making, to act where others have failed.

Clear and present dangers

Now that the victims have been counted and the Municipal Corporation of Delhi 
(MCD) has been galvanised into action following the death of 22 people — includ-
ing 14 foreign nationals — in a fire that broke out in a “bed & breakfast” (B&B) 
outfit in south Delhi, the public memory and official zeal will soon wane. But the 
issue of endemic corruption embedded in serial tragedies like this is unlikely to 
abate anytime soon. The B&B in question, ironically called Flourish, broke 
multiple rules with impunity. A licence to operate six rooms was illegally 
expanded to a 25-room hotel across six floors. The building lacked fire equip-
ment, escapes, alarms, and smoke-detection systems. An illegal restaurant, 
where the fire originated, operated on the ground floor. How was the serial rule-
breaking Flourish allowed to prosper in plain sight of the municipal authorities? 

Since then, the MCD has claimed to demolish 82 properties and seal another 
43 in just 24 hours. In the first place, this energetic stable door-shutting exercise 
begs the question as to how all these establishments were allowed to operate. 
With the owner of the Flourish in police custody and the MCD expanding 
inspection across the city, the flourishing B&B business, which serves mid-level 
tourists, will take a hit, but only for a while.  In the absence of accountability 
among the municipal authorities, the breaking of rules is unlikely to stop. B&Bs 
are only the tip of a perilous iceberg. In 2024, a massive fire in Baby Care New 
Born Hospital in East Delhi, which suffocated eight newborns, revealed a simi-
lar depressing story of corruption. The hospital’s operating licence had expired 
two months previously; it was authorised to operate five beds but had admitted 
12 infants; the owner ran an illegal oxygen cylinder-filling business on the same 
premises  and emergency exits and escapes were non-existent. Some months 
later, three young civil-service aspirants drowned when a  sport utility vehicle 
driving by inadvertently caused floodwater from waterlogged roads to flood 
the basement in which they were trapped. This bizarre tragedy resulted from 
multiple acts of omission and commission. The basement, part of an establish-
ment run by Rau’s Study Circle, an institute for training people for the civil-ser-
vices exam, was meant to be used for storage, not as a classroom; the students 
were trapped because power outages caused the biometric doors to jam; the 
floods were the result of clogged storm-water drains, which the municipality 
had neglected to clear ahead of the monsoons. 

The state of negligent municipal administration in Delhi reflects the general 
quality of civic governance everywhere in India. The past decade and a half has 
been rife with tragedies that reflect the deadly combination of venal businesses 
colluding with officialdom. In May, a building collapse in Saket, south Delhi, 
killed six people and revealed multiple violations of building norms. In 2011, a 
fire in a Kolkata private hospital owned by a well-known business family, result-
ing in 89 deaths, revealed the same story of violated safety norms. In 2017, a fire 
in a rooftop restaurant in the upscale Kamala Mills complex in Mumbai 
exposed similar infringements. Demolition drives and serial arrests after the 
fact cannot compensate for wilful neglect and corruption, which constantly 
threaten the safety of the average urban citizen. If the Flourish tragedy offers 
any message, it is that accelerating urbanisation demands urgent reform of 
municipal governance. 

Citizens pay the price for municipal negligence

The urea subsidy cannot be allowed to continue unreformed

Imagine a commonly used algorithmic trading strategy 
suddenly being classified as manipulative. The conse-
quences could be severe: Penalties, suspension, even 
criminal exposure. If Parliament or the Securities and 
Exchange Board of India (Sebi) were to create such a clas-
sification, it would ordinarily involve public consulta-
tion, legislative scrutiny, and a transparent law-making 
process. Yet market infrastructure institutions (MIIs) 
exercise comparable normative power through their 
rulebooks, without comparable democratic oversight. 

India’s securities market has historically operated 
through a layered regulatory architecture. Parliament 
enacts the statute; the government frames rules; Sebi 
issues regulations and subsidiary instructions; and 
MIIs operationalise the system 
through their rulebooks. This frame-
work has largely balanced legislative 
intent, regulatory flexibility, and 
institutional execution. The pro-
posed Securities Markets Code, 2025 
(SMC), however, marks an important 
conceptual shift. It recognises MIIs  
as institutions performing public 
and regulatory functions that 
actively shape market behaviour 
through normative instruments. 

MIIs are not ordinary private 
companies or mere transaction platforms. They per-
form public functions, derive authority from statutes, 
provide essential market infrastructure, and affect the 
rights of investors, intermediaries, and issuers. Their 
instruments determine market access, trade execu-
tion and settlement, risk management, surveillance, 
enforcement, and dispute resolution. They shape 
market conduct as much as Sebi regulations. 

Consider the example of a stock exchange. It typi-
cally operates through a layered rulebook compris-
ing rules, byelaws, regulations, and circulars. 
Together, they create a binding legal regime for 
market participants. 

The rules form the constitutional backbone of the 
exchange, governing membership, disciplinary 
powers, and oversight of trading members. They 
empower the exchange to regulate members, impose 
penalties, and determine continued access to market 
infrastructure. Comparable matters, when exercised 
by Sebi, are governed by parliamentary statutes. If 

such matters require legislative treatment when exer-
cised by Sebi, it is difficult to justify leaving analogous 
powers of MIIs outside comparable scrutiny.  

The byelaws constitute the operating code of the 
market. They define the rights and liabilities of 
members and constituents, regulate contracts and 
settlements, and provide for arbitration, defaults, mar-
gins, and investor protection. The SMC prescribes, for 
byelaws, substantially the same procedural safeguards 
that apply to Sebi regulations. 

Regulations and circulars translate this framework 
into operational requirements. They prescribe com-
pliance obligations, technical standards, codes of con-
duct, inspections, and consequences for 

non-compliance. They function 
much like Sebi’s subsidiary instruc-
tions. Yet, unlike Sebi’s instruments, 
much of this normative framework 
remains outside equivalent procedu-
ral discipline and legislative scrutiny.  

The importance of MII rulebooks 
has received judicial recognition. In 
Rusoday Securities Ltd v. National 
Stock Exchange of India Ltd. (2021), 
the Supreme Court acknowledged 
the enforceability of exchange 
actions, including suspension and 

expulsion of members, when undertaken in accord-
ance with its byelaws and rules. The decision rein-
forces that MII rulebooks are binding frameworks 
carrying public consequences. 

Indeed, these instruments may even confer statu-
tory sanctity on transactions notwithstanding incon-
sistencies with other laws. Clause 46 of the SMC 
provides that any contract traded on a stock exchange 
shall be legal and valid if entered into in accordance 
with the Code and the rules, regulations, or byelaws 
made thereunder, notwithstanding anything incon-
sistent contained in any other law. MII rulebooks, 
therefore, may effectively override conflicting legal 
restrictions through statutory recognition. 

The constitutional dimension is equally significant. 
These instruments resemble subordinate legislation in 
both form and effect. Subordinate legislation falls 
within the discipline of Article 13 when it affects funda-
mental rights. MII instruments can restrict the right to 
carry on business under Article 19(1)(g), affect property 

interests protected under Article 300A, and impose 
serious civil consequences. Their normative character 
can no longer be treated as incidental or contractual. 

Clause 148 of the SMC provides that every rule, 
regulation, byelaw, and subsidiary instruction made 
or issued under the Code shall be laid before Parlia-
ment. However, “regulations” in this context refer to 
regulations framed by Sebi, not those issued by MIIs. 
Likewise, “rules” refers to rules framed by the Union 
government, not rules of MIIs. “Subsidiary instruc-
tions” refers only to instruments issued by Sebi. Con-
sequently, only MII byelaws are subject to comparable 
legislative visibility, while their rules, regulations, and 
circulars remain outside. This asymmetry creates the 
possibility of regulatory arbitrage. If parliamentary 
scrutiny applies only to byelaws, MIIs would naturally 
have an incentive to rely increasingly on rules, regula-
tions, or circulars to achieve substantially similar out-
comes with fewer procedural constraints.  

The principal actors in the securities market eco-
system are the government, Sebi, and MIIs. The govern-
ment is accountable to Parliament. Sebi is a statutory 
regulator and subject to statutory controls. MIIs, by 
contrast, are private corporate bodies, exercising signifi-
cant public and regulatory functions. They possess the 
least democratic legitimacy among these actors. 

The SMC identifies three categories of MIIs, but 
empowers the government to designate additional 
institutions as MIIs. Further, access to MII services is 
effectively compulsory. Securities trading can take 
place only on the platform of a stock exchange, and 
securities can be held only in dematerialised form 
through depositories. When investors and intermedi-
aries are compelled by law to transact through these 
institutions, the case for legislative scrutiny of MII rule-
books becomes correspondingly stronger. 

To be sure, MIIs require operational flexibility and 
agility to respond to market developments. Excessive 
legislative control could impair their efficiency. The 
goal, therefore, is not to restrict delegated norm-
making, but to ensure minimum standards of transpar-
ency, accountability, and democratic oversight.  

The SMC points to a more coherent normative 
structure. Sebi issues binding norms principally 
through regulations and subsidiary instructions. Simi-
larly, MIIs may issue  byelaws and circulars, which cor-
respond to Sebi regulations and subsidiary 
instructions. Matters presently contained in MII rules 
and regulations may then be consolidated into bye-
laws. This would make the law available in one place, 
enhancing ease of doing business. 

Consequently, the same procedural safeguards, 
transparency standards, and legislative scrutiny that 
apply to Sebi’s instruments should apply symmetrically 
to their MII equivalents. The SMC cannot allow these 
norm-making structures to operate outside constitu-
tional and parliamentary discipline.  
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India’s foreign exchange reserves have fallen by over 
$30 billion since February 2026. The rupee has 
breached 95 to the dollar. The merchandise trade 
deficit widened to a record $333 billion in FY26, with 
the deficit against China alone at $112 billion. Elec-
tronics imports crossed $116 billion for the first time 
— yet domestic value addition in electronics remains 
at a meagre 18-20 per cent. The Prime Minister has 
urged citizens to curtail gold purchases, limit foreign 
travel, and reduce petroleum consumption. 

Importantly, India’s foreign exchange reserves, 
though substantial, are built significantly through 
capital-account inflows rather than persistent cur-
rent-account surpluses. This makes them structur-
ally more fragile than they appear. Strengthening 
exports and external competitiveness is, therefore, 
an urgent strategic priority. 

These trends reflect a deeper structural vulnerabil-
ity: India’s dependence on imported technologies, 
components, and capital goods in sectors critical to 
economic sovereignty. In a world 
where semiconductors, batteries, 
telecom equipment, rare earths, and 
defence supply chains are viewed as 
strategic assets tied to national resil-
ience and geopolitical leverage, 
industrialisation is more than an 
economic agenda. It is an exercise in 
economic statecraft.  

The harder question is how India 
finances the long, uncertain, and 
capital-intensive journey of building 
domestic industrial capabilities. 

The capital gap: India has no shortage of private 
capital. But private capital gravitates towards shorter 
gestation periods, faster cash flows and near-term 
returns. Strategic manufacturing sectors — semicon-
ductors, advanced electronics, and green energy — 
require long gestation periods, massive upfront invest-
ments, sustained R&D with uncertain outcomes, and 
the ability to compete against heavily state-subsidised 
global incumbents. No rational private promoter can be 
expected to absorb the entire early-stage risk alone. 

Uday Kotak’s observation that India may have 
“financialised too early” captures this structural real-
ity. Our financial system is sophisticated at pricing 
risk and allocating capital efficiently. But this very 
sophistication has created a bias towards sectors 
where returns are legible. This is precisely why every 
major industrial power has relied on long-duration 
strategic capital. China’s Government Guidance 
Funds — with a target capital pool exceeding $1.5 tril-

lion — have underwritten its dominance in solar, 
EVs, batteries and 5G. The United States, through the 
Chips Act and the Defense Advanced Research Pro-
jects Agency, has committed hundreds of billions of 
dollars to semiconductors, AI, and quantum comput-
ing. Singapore’s Temasek operates as a patient stra-
tegic investor aligned with national priorities. If India 
insists on pure market competition while competing 
against heavily state-supported ecosystems, the 
playing field will remain inherently asymmetric. 

A capital architecture: India needs a profes-
sionally governed development-capital institution — 
not a subsidy dispenser. Its instruments could include 
quasi-equity, long-duration convertibles, first-loss 
capital, blended public-private pools and procure-
ment-linked financing. The goal would be to absorb 
part of early-stage viability risk until commercial scale 
emerges. Such capital must remain minority and cata-
lytic, with promoters retaining ownership, control, 
and execution responsibility. Returns from successful 

investments could be recycled into 
future strategic sectors. 

India is not unfamiliar with 
patient capital. Its capabilities in 
space and nuclear energy, for 
example, were developed through 
sustained, long-horizon state invest-
ments. What is different today is the 
institutional form this must take. Ear-
lier models relied on direct state 
ownership and public-sector execu-
tion. The contemporary challenge is 
to use the state’s ability to absorb pro-

longed risk in partnership with private enterprise — 
preserving for promoters the responsibilities of innova-
tion, operational efficiency, and market responsive-
ness. The objective is not to displace markets, but to 
extend them into sectors where early-stage uncertainty 
remains too high for conventional finance alone. 

India already has a partial precedent in the National 
Investment and Infrastructure Fund, which has dem-
onstrated the state’s ability to mobilise long-term capital 
alongside sovereign and private investors. Strategic 
manufacturing, however, involves a different challenge 
— technology risk, ecosystem creation and prolonged 
industrial incubation. India may, therefore, eventually 
require a dedicated National Strategic Manufacturing 
Investment Fund, distinct from infrastructure-oriented 
vehicles. India’s production-linked incentive (PLI) 
scheme has delivered impressive results — over ₹2.16 
trillion in investments, ₹20 trillion in production, and 
1.4 million jobs. But PLI rewards output after capacity 

creation has begun. Patient capital operates earlier — at 
the stage of ecosystem formation. PLI provides the pull; 
patient capital provides the push. The two are comple-
ments, not alternatives. 

The way forward: First, a comprehensive national 
assessment — led jointly by the NITI Aayog, the Minis-
try of Finance and relevant sectoral ministries — must 
map sectors where patient capital is strategically 
necessary, estimate the likely scale required over the 
next decade, and design the institutional architecture 
for deployment. 

Second, modern industrialisation requires coor-
dination across financing, trade policy, infrastruc-
ture, logistics, skilling, technology and energy 
systems. India may eventually need the equivalent of 
a “Chief of Industrial Strategy” — an institutional 
mechanism capable of integrating these dimensions 
into a coherent framework. 

Third, patient-capital institutions cannot be judged 
by near-term return on equity. They must be assessed 
through strategic metrics: Reduction in import 
dependence, domestic ecosystem creation, export 
competitiveness, crowding-in of private capital and 
long-term external-sector resilience.  

Fourth, governance safeguards must be excep-
tionally strong: Transparent eligibility criteria, com-
petitive selection, milestone-linked deployment, 
independent governance and full public account-
ability. Overseas patient capital may supplement 
domestic capital, but must remain capped and 
tightly governed to avoid contingent sovereign liabil-
ities and moral hazard.  

Finally, strategic industrial financing inherently 
involves failures. Commercial judgement exercised in 
good faith must be distinguished from malfeasance. 
Without such distinction, India may create patient-
capital institutions on paper that functions merely as 
conventional development banks in practice. 

Atmanirbharta is not about autarky. It is about 
ensuring India has the industrial capacity to absorb 
external shocks, negotiate from strength, and compete 
from a position of resilience. With a $333 billion trade 
deficit and semiconductor demand projected to exceed 
$110 billion by 2030, the question is not whether India 
can afford a patient-capital architecture, but whether it 
can afford to do without one. 
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The “wicked problem” of drug-resistant 
microbes has long alarmed doctors in 
India and beyond. Antimicrobial resis-
tance (AMR) is recognised as one of the 
world’s critical public health threats. It 
was directly responsible for an estimated 
1.27 million deaths globally and con-
tributed to a further 4.95 million deaths in 
2019. In the same year, antibiotic-resis-
tant infections accounted for 300,000 
deaths in India, including tens of thou-
sands of new-born babies. 

The Covid-19 pandemic, and the vul-
nerabilities it exposed, offered critical les-
sons in how we can respond to AMR. In A 
World of Resistance, Australian aca-
demics and authors Assa Doron and Alex 
Broom place themselves at “ground zero” 
of the crisis — India, one of the world’s 
largest consumers of antibiotics and a 
pharmaceutical powerhouse — to inves-
tigate the global antibiotic emergency. 
The paradox of antibiotics in India is 
striking, as the very drugs that trans-
formed the country’s health, agriculture 
and development now threaten to 
undermine them all.  

The story begins in 2008, when a 
Swedish man returned from a trip to 
India with an infection that was resol-
utely resistant to antibiotics. The  
resistance mechanism was identified 
as NDM-1 (New Delhi metallo-beta-
lactamase-1), quickly dubbed India’s 
first “superbug”. 

Taking a long view, layered with 
extensive fieldwork, the authors trace the 
social and economic forces that have 
fuelled the rise of antibiotic resistance. 

It’s a well-oiled nexus: Medicine 
wholesalers, salesmen and medical rep-
resentatives have fostered an epidemic of 
self-medication and the widespread sale 
of prescription-only drugs over the 
counter. “…The antibiotic trade isn’t just 
influenced by retailers, customers and 
the government. The vested interests of 
the developers and producers are a domi-
nant force. The lobby, propelled by Big 
Pharma’s quest for profit, permeates 
every layer of the market, from airports 
and organised chain stores to street stalls 
and public clinics,” the book observes. 

The crisis is deeply tied to India’s 
growing private health care sector, which 
is prone to prioritising “volume over drug 
discretion”. Over decades, the culture of 
over-prescription has cultivated patient 

expectations for immediate 
relief. Similar patterns have 
been noted across Europe.  

What complicates the situ-
ation in India is the scale and 
diversity of the population 
and frequent movement, with 
minimal state border control 
and surveillance to track 
health-related behaviours. If 
one doctor refuses to pre-
scribe antibiotics, it is 
common for a patient to go to 
another doctor who will. 

Compounding the issue is 
the vast network of informal 
rural medical practitioners, 
many of whom lack formal 
medical training and operate 
in a murky zone. While they 
play an important role in 
delivering health care to underserved 
regions, the common practice of pre-
scribing and dispensing antibiotics for 
every ailment forms a worrying link in 
the chain of AMR.  

The book unfolds in three 
sections. The first provides 
historical context, tracing the 
arrival of antibiotics in India as 
it emerged from World War II 
and colonial rule, and the 
country’s rise as the pharmacy 
of the world. With government 
support to produce antibiotics 
for the domestic and then the 
foreign market, antibiotics 
took over every layer of Indian 
society. From a salve to treat 
India’s high burden of bacter-
ial disease, it became an all-
purpose pill.  

The second section 
explores how antibiotic use 
became embedded in commu-
nities and medical institutions, 
creating a dependence that has 

deepened over decades, with antibiotics 
ridiculously easy to access and widely 
abused. The final section turns to agricul-
ture, the proliferation of factory farming 
and the widespread use of antibiotics for 

growth promotion. Despite global warn-
ings, there is great silence in certain 
quarters — antibiotics do not find men-
tion in policy documents or national 
action plans for the poultry or dairy 
industries, for instance. With growing 
demand for antibiotic-free products, par-
ticularly in overseas markets, the indus-
try has largely responded with lip service, 
making lofty marketing claims even as 
systemic problems continue to prevail. 

The authors argue that the solution to 
mitigate the risks of AMR is not to simply 
restrict access to antibiotics, but to 
improve culturally relevant health educa-
tion, redesign policies, and build solidar-
ity.  As an introduction to the subject,  A 
World of Resistance serves as a useful 
primer. Readers new to the topic will find 
it comprehensive and well-researched. 
Those who have followed developments 
in AMR, however, may find little that is 
new. Even so, it is a timely warning about 
a worsening global crisis.  
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India’s antibiotic overdose crisis
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