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Tune out the noise over haircuts 
under lndia•s bankruptcy code 

The UK can give tech nobility 
the AI watchdog it's asking for 
Lon.dons Al Sea,.rity Institute is perfectly placed lo evaluate risks 

The Subhash Chandra personal-guarantee case reminds us of the need to make.fine distinctions that too many observers miss 
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M. S. SAHOO& RAGHAV PAND£Y 
are, respectively, distinguished fellow, 
Insolvency law Academy and former 
chairperson, Insolvency and Bankruptcy Board 
of India: and chair, Insolvency and Restructuring 
Studies. National Law University Delhi 

W h.enthcAdjudica1 ingAuthor­
ityapprovcd the first resolu­
tion plan fora corporate 
debtor under Part II of the 
Insolvency and Bankruptcy 
Codc(IBC)on 2 August 2017, 

the hue and cry ran well ahead ofthefacts. ltwas 
the resolution plan ofSynergies-Do(Jrd}' Automo­
tive Ltd (Dooray). The plan provicled l.55 crore for 
creditors ag-Jinst admit.led financial claimsoH972 
crore. a haircut of94%. 

Nine years later. Part II I of the !BC. dealing with 
personal Insolvency. produced its first headline 
case. The sound is fami liar.only louder. Claims of 
about t22.007 crore have been admitted against 
Sub hash Chandra as personal guarantor. while the 
repayment pl,m before the Adjudicat ing Authority 
offersalJout !f6croretocreditors. Read mechani~ 
callyagainst the admitted claims, that produces a 
haircut ofmore lhan99%. 

The comparison with Doorayisinevit.1ble. But 
ilS lesson must not be forgotten: outcomecannol 
be divorced from economic reality. Dooray had a 
liquidal ion value oH8 crore when its insolvency 
commenced. The plan realized several times that 
value, though only 6% of the financial claims. 

Let us be clear. Claims are not as.se ts. They tell us 
what isowe<I: assets determine what can be paid. 
An insolvency processcmmol distribute what the 
estate does not contain. The relevant question is 
therefore not how much is claimed. but what assets 
arc available and what the process can reasonably 
realize from them. Thisdisti nction is particularly 
important in thecaseofa personalguaranlor. 

A guarantee is not the loan. It isacont ingent 
ol:iligation. It is invoked when the principal debtor 
defaults. Theguarantor"s liability is therefore not 
another loan sitting alongside the original debt. It 
is an additional source of recourse for the same 
underlyingobligat io11 . Impo rtantly, a personal­
guaran tor insolve ncy process reaches the estate of 
lhegua rn ntor. not the estate of the principal 
debtor. A shortfall int he l>orrower's insolvency 
proces.sand a shortfall in theguarnntor's repay­
ment plan therefo re cannot s imply he treated as 
two independent haircuts on the same debt. 

Nor does a repayment plan for the guarantor 
extinguish the underlying debt. The lender's 
recourse against the principal debtor. its assets 
and securities. co-guarantors ;md of her available 
sources of recowry remains relevant. The IBC per· 
mits proceedings against coqmratedebtorsand 
personal guarantors and provides for coordination 
between them in .ippropriatecircumstances. 

The !BC is not a recovery law. It seeks rehabilita­
tion of the personal guarantor through a repay~ 
mcnt plan. which may incidentally yield some real­
ization for creditors. Treating that realization as 
recovery is another error. A sh0t1fall in recovery 
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maybe a haircut: a shortfal l in a rcpaymcntplan·s 
realization is not. 

A personal guarantee is no! collateral. equ ivalent 
to a mortgage or pledge. It gives the lender 
recourse to the guarantor's pe rsonal estate if the 
underlyingl>orrowinggoes wrong. Its value there­
fore depends on the guarantor's financial capacity, 
creditworthiness and conduct. Like the loan itself. 
a guarantee canies risk and needs to be assessed 
and priced accord ingly. 

A fundamental error is how claims and realiza­
tions are coum cd. Su ppose a bank has len t 1100 to 
a company and holds someone's personal guaran­
tee for the sa me {100. Ifthc company·s insolvency 
process yields no, the bank has recovered 30% of 
the 'tlOO debt. This isa 70% haircut. Now suppose 
l>oth the lender and guarantor submit claims of 
tlOO in the company's insolvency process. The 
total claims become l200. even though the under­
lyingdeln is only t lOO. If the proces.s still real izes 
130. the samel30 is now 15% of admitted cl.ii ms. 
producing an apparent haircu t of85%. 

Now sup1}()se the guarani or su bscquent I y 
undergoes insolvency resolution and that process 
realizes {5. Viewed in isolation. the guarantor's 
proccssshowsjust5%of a 't !OO claim realized. or a 
haircut of 95%. Tims. the same {100 underlying 
debt can produce three very different headline 
numbers: 70%. 85%a11d 95%. None is necessarily 
wrong for the p,n-ticular process. but they ,ire not 
three measures of economic loss. 

Noneoft hisme.ins that the present concerns 
should be dismissed. Iftheassetsdisclosed by a 
persona.I guarantor genuinely represent all that 
remains in the estate. that economic reality has 
to be accepted. however uncomfortable. But that 
proposition carries an equally important qualifica­
tion: the process must bccapableofdeterm ining 

whether the disclosed assets really arc all that 
remains. 

The Subhash Chandra case provides a useful 
oppoiiunitytoexaminewhether Part III has all the 
investigative, tracing and avoidance mechanisms 
that experience with corpor-J\e insolvency has 
shown to be necessary. If .isse1s ha,·e been trn.ns­
fe1Ted, diverted or otherwise depleted. the law 
must effectively identify and recover them. 

There is also a striking parallel with Dooray. 
There. creditors objected to the assignment of the 
debt ofSy11ergiesCast i11gs, a rehued party. to Mil ­
lennium Finance on 1heground that it dilu1ed the 
vot.ingshare of other creditors. Here, the concern 
is concentration: entities linke<I to the debtor's 
family together hold 62"/4 of the voting share. Seen 
from opposite ends of the table, dilution then and 
concentration now raise the same question: was 
the body entitled to rnte properly constituted? 
These legiti mate process questions should be 
examined on the merits. 

Dooray's94% haircut became a contrnversy 
lx.>cause the numberwasdramatic. But the num­
ber meant little wi thout the asset base against 
wh ich it was measured. Amendmentsandjudicial 
experience could improve the process: they could 
no! create value that the distressed company d id 
not possess. T he same is true of a personal guaran ­
tor. Theva lueofa guaranteedependson what 
stands beh ind it. If assets haYe been co11cealed or 
improperly removed, 1he law must find and 
recover them. lflhey genuinely no longer exist, 
no insolvencypnx:csscan manufacture them. 

Part II I is a young law and the present case 
warrants scrutiny. But there is a difference 
between strengthening the architecture of per­
sona I insolvency and faulting the law for an estate 
that contains little va lue. 
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PARMYOlSON 
is a Bloomberg Opinion columnist covering 
technology. 

K ingCharlesoftheUKmetexecuth·es 
from the world"s top Al companies 
last week,just as they werec.illingfor 

governmen1 help to regulate their risky 
frontier systems. The kingshould point to ;1 
source ofhelp in his own backyard. 

The UK's Al Security Institute (AISI) is 
the world's best-Funded agency for testing 
cutti ng-edge Al models, than ks to the 
,£240 million it got from the British gov­
ern ment in 2025, ,md an annual budget of 
about £66 million. The equi valent US 
agency gets just $10 million a year. 

AlSJ is about three years old and has 
more than 100 techn ical stalTwho have 
come from AI safety organizations and .ica­
dcm ia. as well as tech firms including 
OpenAI, Anthropica11d Google Dccp\Iind, 
many of them taking a pay cut to join the 
tax payer-funded program me. Agency 
workersarel>ound by strict non-disclosure 
agreements, but behind closed doors they 
talk of their concerns about the safety of 
novclAlsystems.thesamc,\-OJ11'thatcom­
pclled former Anthropic researcher Jacob 
Coxon and others to speak out this month. 
Many also want to see more government 
intervention in the technology. 

The le-Jdei-sof Al firms say they want that 
too, but their warnings are falling on deaf 
ears in Washington. US President Donald 
Tnunp is meetingChinese leader Xi Jinping 
next week and Nvidia bos.sJensen Huang is 
expected to attend a state d inner. but don ·1 
expect a frui tful discus.sion about safety. 
Trump recently said fearsal>out Al's risks 
were a hoax and dismissed c.1lls for a slow­
down which could lei Chin;1gai11 grouml. 
Huang agreed this week, telling Trump. 
~wc·re not going to let that happen. sir: 

But the 'hoax· isn'tgoingaway. The latest 
evidence comes from OpenAI. which says 
its Al models have misbehaved in several 
concern ing ways. The company wants to 
report these incidents to the US federal gov­
ernment, and s.iid it would propose a mech­
anism to doso. 

How ollen do companies ask for more 
government rules and get refused? Rare I y. 
But specific recommendations like 
OpcnAl"s on reporting are sensible and 
mightjust bepalatableto the White House. 
There is also a good chance Al fi rms will 
agree to embed indepe ndent evaluators to 
ensure models a re bei11gdeveloped s.1fely. 
Th at was a recent suggest io n from 
Anthropic CEO Dario Amodei. 

Those testers would play a vital role not 
only in scrutinizing risky new innovations 
but in allaying widespread fears as tech 
fim1s race 10 find the next big breakthrough. 

Models such as ChatG PT initially 

A government agency has a clearer route 
from testing to enforcement 

impro\'edthankstoso-callcdscalinglaws ­
the notion that more computing power 
plus more data lcads tosmaiicrmodels. But 
the g;1ins are becoming more eXJ>etish·e and 
incremental, leadi ngengineeringteams to 
pu rsue novel methods where Al systems 
help develop their own successors. That 
was thetechniquesingled out by Coxon in 
an X !)OSI. when he accused Anthropic and 
OpenAI of acting irresponsibly and '"racing 
straight to self-improvi ng superintelli ­
gence and gambling with our !i,·es.~ 

While the risks can be debated. Coxon 's 
waming unquestionably shook public con­
fidence. That alone calls for credible safety 
evaluations and makes the identity of the 
evaluator mauerimmenscly. 

B1itain "sAJSI already has a track record of 
testing the latest Al systems. It got early 
access to Mythos. the Anthropic model that 
was initial ly restricted becauseofi1 scyber 
capabili ties. The state-backed agency lacks 
commercial conflicts ofinterest and its base 
in London gives it distance from lhe finan­
cial ,md ideological bubbleofSilicon Valley. 
UOurview is there should be a diverse range 
lof evaluators[.'" Mustafa Suleyman, th e 
CEOofMi crosofiAI. tells me. ~AISI would 
be ,1 gO()(l candidate.~ 

There are indeed other eva luatio n 
groups to choose from. Amodei recom­
mends METR, a Califomia-ba<;(.'() research 
finn. but there arequestionsabout its inde­
pendence. Having a government agency as 
an assessor would create a clearer route 
from testing to enforcement. AISI itse lf 
docsn"t have policing J)()\\'Crtoday. and its 
relationships with Al labsare,·oluntary. It 
makes sense to give the agency more teeth. 
Aller all. what is the point of monitoring 
da111:,,cmus new tcchnolOb'Y if you c m·, stop 
it from being built? 

Someofthc mostimportantregulatorsof 
high -risk technology arc government 
backed. from the International Atomic 
Energy Agency based in Vienna to the Fed­
eral Aviat ion Administration in Washing­
ton. The same principle should ,1pplyt0Al. 
Altman and Amodei may have thei r own 
ideasaboul who should overseetheirwork, 
but in the spirit of proper oversight. the 
choiceshouldn"t be entirely theirs. 

The UK has already built the watchdog 
that tech royalty say they want. The next 
step is inviting it in and giving it real 
authori ty. ©BLOOMBERG 

Will Indian states be able to increase their birth rates? 
NARAYAN RAMACHANDRAN 

l 
is chairman, lnKlude labs. Read 
Narayan"sMintcolumnsat 
www.livemint.com/ 
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F romthetimeofr homasMalthusinthe 
early 19th Century. the world has trie<I 
to manage its population demO.!,,'Taph­

ics to reduce demand on resources. Neo­
Malthusianism. which subsumes the mod­
ern fieldsof population ecology and repro­
ductive health economics. is about the study 
ofJ)()pulat ion change, whetherorg:tn icor 
encouraged, ;rnd its impact on society. 

Since Malthus·s time, the population of 
the world has grown ten times from 800 
million 1oover8 billion. Thenumbcrofchil­
dren per woman. measured by the total fer­
tili ty rate ITFR), has dropped from about 5.5 
then to 2.2 today. The g loba l po pulation is 
expected togrowto,11Jout 10 billion by the 
mid-2080s, before slowly declining. Many 
parts of the world today are already well 
below the replacement TFR of2.l. 

Malthusian policies took some extreme 
forms in the 20th century. The most infa­
mous was China's one-child policy that 
operated from 1990 to 2015. The Chinese 
governme nt estimates that roughly 400 

million births were prevented. Thepolicy·s 
legacy is a rapid ly ageing and shrinking 
workforce with a gender ratio skewed by a 
preference for male children. Jndia"s Emer­
gency-era sterilization drive lasted only 
about three years hut had a scarring impact 
on people. After that, several Indian states 
promoted a two-child norm ('Hum doh, 
humaarcdoh), with policies that b:ured peo­
ple with more than two children from con-
1.esting loc;i I elections and seeking 1,'0Vem­
mentjobs. Some arc still in place. 

Two cen tu ries after Malthus, countries 
around the world are adoptingami-1\falth u­
sian policies. As the world has aged and its 
TFR has declined. dependency rJtios (the 
ratio of the elderly and young to the working 
age population) have risen substantially. In 
1he2lst century. many countries have begun 
to follow pro-natalist policies to encourage 
population gro,,th. Sing-JJ)()J"C, South Korea. 
Japan and H11nga11' use some form of"baby 
l>onus· to inccnt ivize ch ildren. SingaJ)()re 
pays 11,000 Singa JXll'e dollars for 1 he fi rst or 
second child and 13,000 for the I hird. The 
governmentevenruns matchmakingevents 
for singles. South Korea o!Ters both bonuses 
and generous chi ld support for the early 
ycars. l·lungaryspcndsnearly l.3%ofGDP as 
homeowners' subsidy for large fami lies. 

T he evidence is clear. Coerc ive popula ­
tion control regimes likeChina"sone-child 
policy and Bomania's Dccree770 produced 
measurable short-nm demographic shifts 
but at catastrophic hi I man cost and causing 
durable collateral damage. On the other 
hand. pro-natalist 'baby bonuses· have 
shown no measurable llft 

mothers receive {10,000 per month for the 
first yea r after a third child is born. Tam il 
Nadu hasjust extended its365-daymaternal 
leave benefit tomotherswith a third ch ild. 

Sikkim's policy is lhc mosl compre hen­
sive. Ker-Jla follows a dilTcrent path. II olTcrs 
high-quali ty welfare and maternal health 

back to replacement level. Workplace 
backups like 

support, workplace protec­
t ions for pregnant women 
and robust elder care, but 
no baby subsidy. 

good infant care 
and parental 

leave may work 
better than 

A dozen more states will 
fo llow soon with pol icy 
cons, ructs to address their 
decl ining TFHs. They 
would do well to note Lhat 
cash incentives rarely work 
in a s tructura l way to 
change that rate. 

Interestingly, several 
Ind ian state legislatures 
have begun topas.spro-na­
talist bil ls. Andhra Pradesh 
recent ly pas.sed a bill that 
rolled back its two-child 
candidacy bar, expanded 
maternity and paternity 
leave. introduced nut1ition 
stipends and incentivizcd 
the th ird ;md fourth child 
with '00,000 and 
f40.000 respectively. 

There is a l,'TO\\ing body 
·baby bonuses· of evidence lo show that 

workpl.1ce protections. 
Sikki m. which has 1he 

lowest TFR in lndi;t. is India's pioneer pro­
natalist state, unsurpris ingly. It olTers a 
financial grant of up to U lakh to women 
undergoing in-vitro fe1ti lizat ion (IVF). Sik­
kim also introduced a system of advanced 
promotions and additional salary incre­
ments directly tied to family size. Eligible 

incl ud ing hig h -qua lity 
infant ca re and protected parental leave. do 
a lot more than 'baby bonuses: Structural 
cost defrayal mechanisms like subsidized 
housing for large families and continuing 
child tax credits hm·e also been shown to 
work. Fullyorpartial lysubsidized IVFtreat­
ments are life-changing for couples but do 

nol moYetheneedleata m.icro level on TFR 
I grew up inan India where it was unimag­

inable that we would shift from ·restricting' 
to 'encouraging' children. This transforma­
tion has begun and will only accelerate and 
spread overthecomingyears. 

The polic-yresultswill bemixed.ofcourse, 
but there will be some profound societal and 
political implications for the count!)'. For 
one, encouraging children. while labom 
force particip;ition among women remains 
low. risksderailingtheirgainsof autonomy 
and economic contribution just as it has 
stan ecl increasi ng. For another. domestic 
migration, particularly from the no11h and 
cast ofthccount1yto the south and west. will 
continue as a labour market 'gap.filling· 
measure. but the resultant cultural and lin­
guistic diversity will further strain 'lan ­
guage-based" cohesion with in sta tes. 

While southern states h,1ve done ;i good 
job of mitigating J}()pulation growth, their 
fiscal s it uation does not augur well for any 
large subsidy-basecl J)()licy. Demographic 
engineering is a complex amalgam of eco­
nomics, politics and societal change. Indian 
statesarejust beginning to reverse their pre• 
viousexperimcnt. 

JJ.S: "Adults are obsolete children,· said 
A111ericanchiklre11Sbooka11thor Dr. Seuss 




