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Letter from the MD CONTENTS

The GST Bill's successful passage has been one of the biggest

political hurdles crossed by the ruling party. Reforms have a
long-term impact on business revenues and earnings, and thus
translate to higher valuations. Apart from reforms, political
stability impacts valuations, as it improves the long-term

macroeconomic equilibrium.

India’s biggest assembly elections (for the state of Uttar Pradesh
(UP)) will be held early next year. Many term these elections
as a semi-final before the big fight of the 2019 Loksabha
elections. UP has been the most politically influential state of
the country - it elects 15% of the Loksabha and is often the
deciding factor for any party coming to power. Not surprisingly,
PM Modi contested the Loksabha elections of 2014 from the
largest constituency of UP, Varanasi, to come to power. UP will
remain the pivot for the ruling party even in the 2019 elections,
but the results of the upcoming assembly elections could usher .
very strong winds of change for PM Modi. The results could 4. COVER STORY: The UPTrilemma

destabilise the party, the government, and markets or could The biggestand the most important assembly

elections of India. Acid test for PM Modi?

further strengthen the current agenda of fiscal prudence and

focus on efficacy of programs.

Our cover story, the UP Trilemma, penned by analysts Naveen
Kulkarni and Anindya Bhowmik, dives deep into UP’s changing
political landscape. Recent opinion polls are suggesting a hung
assembly, but in a three or even a four-way fight the chances
of opinion polls miscalibrating are very high. The ruling party
has a fighting chance, but needs to get quite a few things right.

In this issue, we introduce a new column, Delhi Diaries, a take
on the political happenings across India and their impact. Fast
approaching October is tightly packed with festivals and | wish
everybody a Happy Navratri and Dusshera in advance.

Best Wishes l
23.DELHI DIARIES
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The all-important UP assembly elections
will be held early next year. These are the
biggest assembly elections in the country,
and are also crucial for the ruling party

as it tries to consolidate its position as

the only national party with considerable
influence across India. UP was the biggest
game changer for the BJP party towards its
decisive victory in the Lok Sabha elections
of 2014. It managed a whopping 42%
vote share, but the seat share numbers
were astronomical - at 73 out of 80 seats.
This was because in 2014, caste equations
were broken - in a departure from their
norm, people wholeheartedly voted for
Narendra Modi to become the next prime
minister. PM Modi himself contested from
the biggest Loksabha constituency of UP, -
Varanasi, radiating his influence on the
entire eastern UP region, extending to
adjoining districts of Bihar.

T

After winning the decisive mandate,
PM Modi has regularly visited Varanasi

and has also adopted a village Jayapur
near Varanasi. He has kept a keen eye

on the developments in UP and some
initiatives of the BJP government have
seen palpable results. Nonetheless, its
report card is far from all straight As. In

this mixed environment, the contest in the
UP elections will be very fierce. The big
question is - how much will these elections
impact government policies, and what are
its bearings on the 2019 elections when pg.10  Battleground UP
PM Modi tries to return to power?

UP trilemma
Elephants have the head-start buta
neck-to-neck three-way fightis in the offing

Awar on many fronts

GV took up the challenge to explore the Pg-15  Party poppers and poopers!
hinterlands of UP to assess the situation in Fourmusketeers in the fray
its key battlegrounds and to understand

. . pg.20  Precursorto 2019
evolving caste equations. Will it make or break PM Modi?
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BY NAVEEN KULKARNI & ANINDYA BHOWMIK

Varanasi, Uttar Pradesh, India. 24th April, 2014. Several thoustJP supporters lined the streets of Varanasi to g.t
z NARENDRA MODI as he visited the Uttar Pradesh city to file his nomination papers for the Lok Sabha elections
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Elephants have the head-start but a neck-
to-neck three-way fight is in the offing

unil Kumar Vishwakarma, an electric-pole

climber from the lohar (ironsmith) com-
munity (part of other backward castes) in
Gorakhpur district, eastern UP, has already
made up his mind. He says, “This time we will
get BSP to win. In 2014, we helped Modiji win.
Assembly elections and centre elections are differ-

ent.” When quizzed about historical allegiances he

-

ALLAHABAD, INDIA-APRIL 27: Bahujan
| Samaj Party (BSP) supremo Mayawati

addressing people during an election

campaign public rally in Allahabad.

admitted that they (his community) have tradi-
tionally voted for the BSP. As the contest for UP
elections heats up, the race is still in the formation
lap with BSP seemingly securing the pole with BJP
and SP close behind. BSP, diversified across UP,
starts ahead of the pack mostly due to its strong
vote bank, which leading UP journalist Sharat
Pradhan pegs at 18-20%. It is poignant that even

Photo by Prabhat Verma / Pacific Press
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in the general elections in 2014, where BSP failed to win a
single seat in UP, its vote share was 20%, and in 2012 it was
26%. A good chunk of Jatavs, other dalits and OBCs, who
had voted for Modi in 2014 elections, seem to be making a
ghar-wapsi (homecoming) of sorts back to BSP.

Law and order is the prime issue of the assembly elec-
tions

According to the National Crime Records Bureau (NCRB),
Uttar Pradesh was reported as the least safe state for women
in India. After coming to power in 2012, the Samajwadi Party’s
term saw a significant increase in the crime rate - it spiked

by 14% in the first year itself. Law and order was very much
under control in Mayawati's tenure. Even her detractors credit
her for significantly improving the law and order situation,
which helped in land prices moving up, as transactions picked
up pace and the overall economy improved. Vipul Rai, a
staunch BJP supporter, grudgingly admits, “Despite her fail-
ings, Mayawati has complete control over administration and

is very proactive in quelling goons and notorious elements”.

Mayawati's popularity stems from her adept handling of the
law and order situation. However, as her support is uniformly
distributed across the geography of UP (more in Western UP
and Bundelkhand), she needs a higher share to convert votes
into seats as compared to the SP and the BJP. On this aspect,

Mayawati’s popularity stems from her
adept handling of the law and order
situation
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300000 r 16%
Fo14%
250000
- 12%
200000
F 10%
150000 + 8%
6%
100000
- 4%
50000
- 2%
0 L 0%
2009 2010 2011 2012 2013 2014 2015

SP has the Yadav community and
Muslims, and BJP has a strong hold
on upper-caste votes. However, other
backward caste communities are shifty

a prospective BJP candidate reflects, “Yes, they have a big
vote bank, but they lack critical mass. Don't be surprised if
BSP fails near the finish line by a margin of 10,000-15,000

votes in a large number of constituencies”.
Caste equations will dominate the election, as usual

"BJP’s 42% vote share and thumping victory in the 2014 Lok
Sabha elections was similar to Rajiv Gandhi’s win in 1984.
Both the elections were outliers, as caste equations were
broken. This election will not follow that path. Caste
equations will dominate this election,” says Sujit Ghosh, a
political observant and dalit activist with inclinations towards
the BSP. "Why do you think BJP is not announcing a CM
candidate? Any candidate they announce will upset their
caste vote banks. An upper-caste candidate would mean a
loss of OBC votes and an OBC candidate would mean a loss
of upper-caste votes. They are in a tight spot,” he reckons.
Mayawati's strength comes from her core support group —
Dalits — who constitute around 21% of the population in Uttar
Pradesh, and more than half of whom belong to Jatavs. At the
same time, she has pockets of influence among Brahmins and
Muslims that had propelled her to 30% vote share and 206
seats in 2007. Muslims won 29 out of 61 seats that they con-
tested under BSP while Brahmins had won 40 seats. Muslims
constitute around 17% of the population and Mayawati has

given them 100 tickets in the current elections.

Other parties have their own strong vote banks — like SP has
the Yadav community and Muslims, and BJP has a strong

hold on upper-caste votes. However, other backward caste
communities are shifty; not only that, even some upper-caste
votes tend to shift bases. In the current state of affairs, the on-
the-ground developments have been interesting, with major
upper-caste leaders of the BSP looking at shifting base to BJP.
Even some BSP Dalit leaders are in the process of changing
bases. Ground level developments and organisation capa-
bilities will be the key to the election outcome, especially for

BJP, which is still in the process of getting its act together.

1-30 September 2016
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Akhilesh’s development drive: A little too late?

“Akhilesh has earned his development credentials. Sadly,
people think he has no control over administrators and
police. Governance has suffered due to multiple power
centres,” says a local journalist. This theme has emerged
across the electorate despite different political affilia-

tions of the respondents. Public orderliness is viewed
somewhere between sad to shocking, depending on the
political leanings of the respondents. A sense of lawless-
ness, especially in eastern UP, has fuelled strong anti-in-
cumbency - thereby queering the developmental pitch

of the Akhilesh-led government. A section of Jatavs and
OBCs, who generally vote for Mayawati, but had opted for
an Akhilesh-led government in the last assembly elections,
are likely to dessert him in this election. Even so, SP is still
in the game, partly due to the loyal vote banks nurtured
and developed by Mulayam Singh. SP has a core vote bank
of 16-18%, which largely comprises of Yadavs that are still
loyal to him. While SP won just 22% of the vote share in the
2014 general elections, it retained 58% of Muslim votes
and 53% of Yadav votes (BJP had won 27% of them, part
of which may go back to SP). Muslims still feel SP is best
suited for their interests, especially in providing security.

A sense of lawlessness, especially
in eastern UP, has fuelled strong
anti-incumbency

CM preference  Comments

Akhilesh 33 Most preferred candidate despite 59%
wanting a different party in power

Mayawati 28 Seen as the best alternate

Any BJP 26 Hurting in the absence of a strong face

leader that people can put their faith into

Sheila Dixit 5 Also ran

Others 8

Source: Huffingtonpost- Cvoter survey between 1-31 Aug 2016

With big-ticket projects like Delhi-Agra expressway, the Luc-
know metro project, and the Gomti river-front project, elector-
ates agree that development work has increased significantly
in the last two years. Another factor that helps the SP is that
it has been eating up the Congress vote in the past elections,
and with the weakening of the Congress and its subsequent
focus on the upper-caste vote, SP can gain at the expense of
the Congress. As SP’s vote is not as uniformly distributed as
BSP'S, it does not need as big a vote share as BSP to win a
majority — for example in 2012, with a 29% share, it garnered
224 seats while BSP got only 206 seats for 30% share in 2007.

Also interestingly, in the recent family tussle between Akhilesh
and Shivpal, Akhilesh seems to be emerging as a stronger
leader, just in time. In an opinion poll conducted by C-voter
before the recent political drama between Samajwadi party
stalwarts, Akhilesh was the most preferred CM candidate with
33% votes but the anti-incumbency was as high as 59%. After
this episode though, his favourability may gain a few points,

which may matter in a closely contested tripartite election.

8 GROUND VIEW
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Saffron can still spread its wings

“Removing corruption, job prospects, and improve-
ment in education is important to us. We feel that BJP
should get a chance after a long time,” says a group
of students from Lucknow University. BJP also has a
fighting chance in this assembly election — both BSP
and SP supporters paint BJP as the prime threat. While
it is unlikely that BJP will repeat its 2014 performance
of 42% vote share (mostly due to the ‘Modi wave'), it
still enjoys popularity among a good section of youth,
farmers, and its traditional vote bank. Sharat Pradhan,
an eminent journalist well versed with UP, pegs BJP’s
core vote at 10-12%. The common man in UP still
believes in the efficacy and effectiveness of central
government schemes like Mudra, gas connections,
DBT and making fertilisers easily available for the
farmers. “Hum sabko gas ka paisa seedha account pe
aata hai. His (Modi's) scheme of lacing fertilisers with

a colouring agent has reduced hoarding for industrial
use and made it more available for farmers,” says Ram-
gopal, an undecided voter as far as assembly elections

are concerned.

101 KPR

“onrTRE

v

While it is unlikely that BJP will
repeat its 2014 performance of
42% vote share, it still enjoys
popularity among a good
section of youth, farmers, and
its traditional vote bank

As such, Modi’s popularity is still high among those
who voted for him in 2014, even if they vote for
some other party in 2017. However, BJP suffers from
the lack of a strong local personality — which would
have helped accrue undecided votes. A good num-
ber of undecided voters who talked to Ground View
were focused on the difference between a parlia-
mentary election and an assembly one, and felt that
a strong credible local leader was required to trust

the development agenda.

1-30 September 2016
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BATTLEGROUND UP

A war on many fronts

"BSP is strong in Western UP and Bundelkhand. If we are able to increase our vote share among Muslims, we will be
able to win more than half of the seats in these two regions,” says Ramkumar, a Dalit activist with inclinations towards
the BSP. "Our prime challenger is the BJP, not BSP. Mayawati is a spent force,” says an SP party worker from Lucknow.
Uttar Pradesh has 403 assembly seats and the state can be broken down into these major regions — Paschim Pradesh,
Bundelkhand, Avadh Pradesh, and Purvanchal. Dynamics of the battle in UP will vary by region.

Paschim Pradesh (136 seats)

Primary fight is between BSP & BJP: The
BSP's edge is more prevalent in Saharanpur,
Muzzaffarnagar, Baghpat, Gautam Buddha
Nagar, Bulandshahar, Ghaziabad, Agra, Bijnor,
and Mahamaya Nagar districts. Mainpuri,
Firozabad, Jyotiba Rao Phule Nagar, Rampur,
and Shahjahanpur are SP strongholds where BSP
will be a challenger. While Pilbhit stands out as a
major stronghold for the BJP, it is also expected
to do well in Moradabad and Bareilly, and give a
tough fight in other districts where BSP is strong.
Congress is influential in Saharanpur, Baghpat,
and Aligarh where it will be the
key challenger.
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Avadh Pradesh
(81 seats)

Everyone is in the
fight: Here the fight
tilts between SP and
BJP in most districts
- like Kanpur Nagar,
Shrawasti, Bahraich
and Lucknow. In some
districts like Rae
Bareilly, the Congress
is gaining vote share
among Muslims, and
the fight can be four-
way.
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Purvanchal (167 seats)

Major duels are between SP & BJP:

In districts like Varanasi and Mirzapur,
BJP is expected to be ahead, especially
because of the coalition with Apna Dal,
which will be a pull factor for Kurmis

and OBCs in this region. Similarly, in
Gorakhpur, Kushinagar, and Maharajganj,
the expanding influence of yogi
Adityanath may give a slight edge to the
BJP. In most of the districts in the north-
east, like Gorakhpur and Baliya, the fight
is more between SP and the BJP. In some
pockets like Sultanpur, the fight will be
between BJP and the Congress.

MAHJ\R&?F o

Bundelkhand (19 seats)

BSP ahead in a duel
against BJP: Local
journalists believe that

BSP has an upper hand

in the western region

and Bundelkhand,

with BJP touted as its
prime opponent there.

In Bundelkhand, BSP is
expected to be strong across
districts. All other regions
are seeing three-way fights,
where small margins may
decide the outcome.

10 GROUND VIEW
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Swinging from the fences

"Gujjars, Lodhs, Lohar, etc., clubbed under ‘other OBC’,
form a section of the silent vote. They don't get as many
benefits from the SP, as Yadavs corner those benefits;
therefore, BJP has a slight advantage among them. Still, it
is difficult to predict their move, as there is no homogenei-
ty in this cross-section,” says a local journalist covering the
elections. ‘Other OBCs’, who represent 26% of the elec-
torate, are prime swing factors as the loyalties are divided.
Historically, all parties have had some sort of support base
among them. In 2007, when Mayawati won an overwhelm-
ing majority, this group had voted for the BJP in good
numbers. Similarly, in 2014, they had voted for Modi, which
suggests that with the state president of the BJP belonging
to this group, the party may have a high retention level in
this group of voters. However, since they have not particu-
larly made up their mind, they can be a big force and give

a boost to the election hopefuls.

‘Other OBCs, who represent 26%
of the electorate, are prime swing
factors as the loyalties are divided

Power of adrenalin

“Youth will vote for those who are likely to improve their
prospects. Educational reforms, improving curriculum,
providing adequate infrastructure, requisite number of
teachers, and generating employment opportunity,”
says Keshav Singh, a youth student leader from Lucknow
University. Youth form the other swing group — and this
group had deserted party loyalties and voted for Modi in
2014. Some observers believe that youth would return to
their (original) parties in large numbers in the upcoming
election. However, Ground View's interaction with youth

in the age group 18-25 threw up a sketchier picture.

While impatience, disenchantment, and nonchalance are
prevalent in this group, the election agenda is marked-
ly different for them. They want an end to corruption,
better job prospects, and educational reforms — not

just handouts in the form of prizes for students passing
10th or 12th grade exams. However, no party seems to
have a definitive roadmap to address their issues. Most
parties seem to be giving half-baked solutions from the
youth's perspective, which are more or less the same
thing promised to them earlier. Any party that provides a
detailed road-map to address their issues can get a leg
up on competition.

Youth form the other swing group - and this group had
deserted party loyalties and voted for Modi in 2014

1-30 September 2016
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Women making offerings to the Ganges river at dawn in Varanasi

Powerpuff women

“Women may not vote the same way as men, even among
the party base,” says Ramkumar. While it is difficult to gauge
the extent of this divergence, there is more discontent about
law and order among this group. Observers suggest that even
women from families who are loyal to the SP, are concerned
about the deteriorating law and order situation. What is not
discernible is how big that group is or who they trust more.
While the image of Mayawati being an able administrator un-
der whose rule miscreant activity was minimal may persuade
them to vote for the BSP, a section of them may dither and

vote for some other party — Congress or BJP — because of the

¥

&

a fight among equals,” is the common refrain across both
BSP’s and SP’s loyal electorates — some of whom had them-
selves voted for the BJP. In 2014, BJP had gained 20% of
Yadav votes, 13% of Jatav votes, 36% of other Dalits, 39%
of Other OBCs vs. their average vote share in the last three
elections. Some normalisation is expected from those lofty

levels, as a section of these voters go back to the way they

Average vote share of parties among
different social groups

Average of '07,'09, “12 elections

inter-party equations. Social Groups Weights BSP SP INC BJP Others
Brahmins 9 15 1 21 45 7

Mix and maths Rajputs 6 M 19 9 43 12
“Every party is wooing the other’s vote-base. There will be a Vaishyas 4 14 12 16 50 1
ghar wapasi (homecoming) of a good number of traditional Other upper castes 1 14 13 19 37 24
votes who were attracted to Modi (in 2014). It's going to be Jats 17 2 8 9 19 47
. yadavs 9 8 70 6 7 9

Vote-share across parties Kurmis 34 18 23 16 27 15
Party 2007 2009 2012 2014 Other OBC 259 23 24 13 N 17
BJP 17 18 15 44 Jatavs 4 77 8 4 5 5
BSP 30 27 26 20 Other SCs 8 58 13 16 9 4
Congress 9 18 12 8 Muslims 5 19 38 19 16
SP 25 23 29 22 Others 326 26 142 14

12 GROUND VIEW
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voted earlier. Quantifying that appropriately can be one way

of unravelling the UP jigsaw.
Occam’s razor

Based on the inputs received by Ground View, BJP doesn't
seem to be losing much of the upper-caste votes it gained in
2014. Similarly, BSP will get back to its historical average Jatav
votes and a good chunk of its other Dalit votes. While Maya-
wati is trying hard to attract Muslims to her fold from the SP,
anti-incumbency is low among them, which may thwart her at-
tempts and this section’s vote is likely to favour the SP (might
come close to 2014 highs). Akhilesh, on the other hand, can
still get close to his 2012 highs for the Yadav and Muslim vote
share. There will be a handful of seats that each party would
try to win by playing strong candidates that do not belong to
their core vote base, but is unlikely that the number will be
high enough to give a decisive edge to anyone - as all three
would play this game. Ground View looks at the scenarios that

can play out based on the feedback received.
Base scenario

BJP retains its upper-caste vote above 60%, Kurmis at 50%,
and other OBCs at 40% from the respective highs of 75%,
53%, and 60%. BSP gets back its full share of Jatavs and the
historical average share of non-Jatav Dalits, and gains five
percentage points more than its historical average of the
Muslim vote. SP retains its core votes at 2012 levels and gets
back some of its Rajput votes from BJP. Such a scenario yields
BJP a slight advantage of 29% vote share, with BSP at 28%,

Base case scenario of vote-share

Social Groups Weights BJP BSP SP
Brahmins 9 60 8 5
Rajputs 6 67 4 20
Vaishyas 4 65 7 12
Other upper castes 1 50 3 13
Jats 1.7 20 19 7
yadavs 9 10 3 75
Kurmis 34 50 4 17
Other OBC 25.9 40 20 20
Jatavs 14 5 85 3
Other SCs 8 1 50 10
Muslims 15 5 25 55
Others 3 21 26 26
Total 100 29 28 25

and SP at 27%. Good booth-level management (which is
very important for BJP, as the turnout is lower among its
set of voters) could propel BJP to become the single-larg-
est party.

Next scenario — Queen’s gambit accepted

BSP’s gambit of wooing Muslims instead of Brahmins (like
party leader Mayawati did in 2007) yields meaningful suc-
cess. She could even reach some of sort of arrangement
with the Congress (which has a 14% Muslim vote share on
an average). Ground View estimates that BSP can get as
high as a 31% vote share. In such a scenario, GV assumes
that BJP needs to retain its upper-caste vote share highs.
The OBC vote, too, is assumed to be retained at 2007

Queen’s gambit accepted scenario

Social Groups Weights BJP BSP SP
Brahmins 9 72 8 5
Rajputs 6 77 4 16
Vaishyas 4 70 7 10
Other upper castes 1 55 3 13
Jats 1.7 20 19 7
yadavs 9 10 3 70
Kurmis 34 30 4 30
Other 0BC 25.9 40 23 21
Jatavs 14 5 84 3
Other SCs 8 1 50 10
Muslims 15 5 40 35
Others 3 21 26 26
Total 100 30 31 21

highs. Under this calculation, BJP can get 30% vote share
and will need to make more gains among other OBCs. SP
turns out to be the big loser, settling at 22% vote share.

This scenario yields Mayawati as the Queen.
Opinion polls suggest a hung assembly, but it could

evolve decisively as polling nears

The two latest opinion polls conducted in August (around

the period that Ground View was undertaking the UP

Poll trends suggest that with elections
coming closer, BSP has been losing ground
and that SP is the prime beneficiary

1-30 September 2016
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excursion) foresee a hung assembly if elections were
to happen right now. According to IndiaTv — Cvoter,
BJP is neck-in-neck with SP each winning 133-150
seats while BSP is winning 95-111. The ABP News

— Lokniti CSDS poll puts SP at 141-151 seats with a
vote share of 30% ahead of BJP's 124-134 with a vote
share of 27%. BSP is expected to tally 103-113 seats
with a vote share of 26%. The previous poll by ABP
News- Cicero, conducted in July, stated that 32% of
the respondents across 10 constituencies believe BJP
would form the next government, followed by 26%
for SP, and 24% for BSP.

However, the opinion poll conducted by ABP News
in March suggested that BSP would be the frontrun-
ner — with 185 seats and 31% vote share, followed by
BJP with 120 seats and 24% vote share, and SP at 80
seats and 23% vote share. Poll trends suggest that
with elections coming closer, BSP has been losing
ground and that SP is the prime beneficiary. The
latest poll by India TV — Cvoter also indicated that
SP would win 50% of the Muslim votes and BSP 22%
— thereby suggesting that the Queen’s gambit is not
yet working.

From analysing the break-up of the vote share of
these polls, their general directional trend seems to
be in line with the findings of Ground View, especially
with the allocation of core votes of each party. How-
ever, GV is slightly ahead of the polls in allocation - as
it pegs the upper-caste votes to BJP at 63% com-

Rereek
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Other OBCs seem to hold the keys to
the election, and a decisive shift by
them could determine the outcome of
the next UP elections

pared to ABP Cicero’s 55%, Jatav votes to BSP at 84%
compared to 77%, and Yadav votes with SP at 75%
compared to 68%. However, it seems that Ground View
is overestimating the chances of the Queen’s gam-

bit — as ABP-Cicero sees BSP winning only 18% of the
Muslim votes while India TV- CVoter pegs this at 22%.

As such, other OBCs seem to hold the keys to the elec-
tion, and a decisive shift by them could determine the
outcome of the next UP elections . In their vote share,
BJP holds a slight edge, with ABP-Cicero giving them
38% vote share vs. 23% for BSP and 19% for SP - again
around the historical average and similar to Ground
View's estimates. With 89 seats in Uttar Pradesh being
determined by fewer than 5,000 votes in 2012, the
in-swingers can radically change the outcome. The
other key factor that could bring it home for the BJP is
higher turnout among its core support groups, which
has been traditionally lower compared to SP’s and
BSP’s turnout. As such, micromanagement to ensure
that its “20mn BJP voters in UP” vote for the party

would be the most important from its perspective.

GV is slightly ahead of the polls in allocation - as it pegs the upper-caste
votes to BJP at 63% compared to ABP Cicero’s 55%, Jatav votes to BSP at
84% compared to 77%, and Yadav votes with SP at 75% compared to 68%
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PARTY POPPERS AND POOPERS!

Four musketeers in the fray
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Allahabad, India. March, 2014. Samajwadi Party's presiden Mulayam Singh Yadav, Uttar Pradesh Chief minister Akhilesh Yadav and Cabinet minister Azam
Khan greet the public during the "Desh Bachao Desh Banao Maha rally" as part of the party’s political campaign for the general elections later that year.

Samajwadi Party:
Family matters

"I had asked Akhilesh during the 2012 elections, on the
day of counting, about his best-case estimate — and he
had told me 185 to 190 seats, but the party came to
power with a thumping majority of 224 seats. The seat-
share conversion with slim 3.6% vote share lead was

the highlight of the election. His ‘clean youth’ image
worked for SP,” muses a leading journalist in UP. This
image still stands tall in SP's campaign posters, detailing
the achievements of the SP government — such as the
Lucknow Metro project or the Delhi-Lucknow Expressway,

but people have a very different story to tell.

“"We will get BJP to win this time. We voted for SP last

g e
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time, but they did not keep their promises,” says Ravinder
Yadav, a local cab driver in the capital city of Lucknow.
When quizzed further about his disgruntlement with the
party, he adds, “Papers don’t move in government offices,
law and order situation has deteriorated; don't know

who exactly is in charge”. The public perception of the

Samajwadi Party led by Akhilesh Yadav is one of ineffective

governance. The complicated power equations within the

family have compounded the perception problem further.
United we stand?

Before Akhilesh Yadav became its face, Mulayam Singh,

his brothers, and Azam Khan were the Samajwadi Party’s
main drivers. The most prominent of Mulayam'’s brothers
are Shivpal Singh Yadav and Ram Gopal Yadav. Shivpal is

a cabinet minister in the current UP government and holds
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many key portfolios. Ram Gopal is a member of the Rajya
Sabha, representing the Samajwadi Party. Apart from Shivpal
Yadav, Azam Khan also holds quite a few important portfolios
in the UP government. While Akhilesh Yadav has been the
face of the SP party over the last five years, Mulayam Singh
and his brothers, along with Azam Khan, have continued to
dominate UP politics. In a recent media interview, Ram Gopal
Yadav said “We have some differences, but this dispute is
not in our minds” — trying to make light of the situation and

indicating that this kind of discord is not exclusive to his party.

However, recently the internal rife between Akhilesh and
Shivpal is out in the open with Akhilesh reducing the number
of key portfolios held by Shivpal and Shivpal replacing
Akhilesh as the UP’s party chief. While Mulayam Singh

has always favoured Shivpal over Akhilesh in the past few
internal discords, including this one, local journalists say
that this public fallout is more because of the Akhilesh’s
forcefulness as he tries to leave his imprint on the party
and emerge as the more powerful of the two leaders.
Local journalists also feel that Mulayam has historically
been able to keep his flock together and it is difficult to
see a public split in the party. Nevertheless, if an amicable
solution is not reached about who SP’s next CM candidate

will be, SP’s position going to election may weaken.
Social quotient missing...

Amidst all the family confusion, work on infrastructure
has seen credible progress, but the larger question
that continues to linger is whether Akhilesh will get

the credit for the work done in the last two years. The

As the SP has a majority government and
its track record in some cases, especially
in delivering infrastructure projects in
the last two years is not too bad, the anti-
incumbency factor dilutes

other problem with Akhilesh’s government has been the
inefficient handling of social schemes promised in the
2012 election campaign. The distribution of free laptops
to students passing 12th grade was discontinued after
two years. Doles to Muslim girls passing 10th standard
was seen as appeasement, so it had to be extended to
everybody. This ineffective handling of social schemes

has even affected the party’s core voter base.
...but, the ‘Mulayam’ factor still rings strong with people

“Mulayam does not do politics when it comes to
relationships. He will stand by his people through thick

and thin. His ability to organise and galvanise people

is still second to none in the UP,” says SP Rai, a retired

state government employee. Mulayam Singh retains the
capability to draw considerable votes on his own, and after
Mayawati, he has the second-largest captive vote bank. This
continues to be the strength of the SP party. “The Yadav
community people frequently crib and are quite vocal about
their distaste for the party, but when Mulayam appeals to
them, they don't leave his side and vote for the SP. This
happens every time,” affirms a leading local journalist.

Mulayam Singh Yadav SON Akhilesh's wife
MP Loksabha, Akhilesh Yadav Dimple Yadav
fateidleie b batiply Chief minister of UP. State president SP MP Kannauj
MULAYAM'S BROTHERS
Shivpal Yadav Rajpal Yadav Abhay Ram Yadav Ramgopal Yadav Arvind Yadav
Minister, UP Rajyasabha MP Ex-block head
Sarla Premlata Dharmendra Akshay Tejpratap
(Shivpal's wife) State (Rajpal's wife) (Abhay Ram's son) (Ramgopal's son) (Mulayam's grandnephew)
govt. representative, Dis- Chairman, district MP, Badaoun MP Eerozabad MP, Mainpuri
trict Co-op Bank, Etawah panchayat, Etawah ' '
Aditya Abhishek alias Anshul | Anurag
(Shivpal's son) Chairman, (Rajpal’s son) Likely to (Abhay Ram's son) national
Pradeshik Co-op Federation | contest panchayat polls secretary yuvjan sabha
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The biggest swing factor

As the SP has a majority government and its track record
in some cases, especially in delivering infrastructure
projects in the last two years, is not too bad, the anti-
incumbency factor dilutes — especially away from the
capital towards the hinterlands. The general mood

does not seem to favour the SP coming to power again,
but it still clearly has a fighting chance. SP can make

or break fortunes for both BSP and BJP, depending

on how the Muslim and upper-caste votes move.

House of Saffron and
Green: Faceless men

"People do not know who they are voting for in case of
BJP, as they have not yet declared their CM candidate,”
says Aditi Phadnis, leading journalist with the Business
Standard. BJP has declared KP Maurya as the campaign
chief, but his credentials are not as strong as past BJP
chief minister Rajnath Singh's or Kalyan Singh’s. The
biggest issue for the upcoming election is the state of
the law and order. It is widely believed that Mayawati's
iron hand style of working brings this situation under
control. This kind of grip is perceived as lacking in BJP's
current leadership and the general question posed by
people is “which leader in the BJP is capable of providing
clean and strong governance?” People clearly make

the distinction that leadership in the state matters more
than central leadership when it comes to law and order.
“After Narendra Modi's move to Delhi, the Gujarat model
has flagged,” points out Ramkumar, a Dalit activist.

A sun rises in the east

BJP is not short of leaders says Harish
Srivastav, spokesperson of BJP's UP
unit. He adds that announcing or
not announcing a CM candidate is
a matter of election strategy — and
nothing else; but, this is often
seen by the people as a sign of
weakness. However, BJP has one
very strong leader in eastern UP —
Yogi Adityanath. A highly accessible
five-time parliamentarian,

Adityanath is known to be

BJP will have a great chance if voter turnout
is strong and booth management is solid

a very capable administrator, but his relations with BJP have
been strained in the past. His extreme right-wing views do not
go down very well with the public at large, and his imagery
often contradicts PM Modi's ideology of “sabka sath, sabka
vikas”. However, Yogi is one the few BJP leaders in the UP
with a strong vote bank and immense public following. He was
touted to be the CM candidate sometime back, but now the
chances seem remote. Another strong BJP leader with a vote
bank is the past Chief Minister Kalyan Singh, but he is far past
his prime. While Rajnath Singh is considered as a good pivot
and able administrator, he is more likely to be used as a star
campaigner and not a CM candidate at this point, unless BJP
feels that a clear majority is possible under his stewardship.

It's all about execution, a lot of other
things, and then some....

One way to look at UP elections is to only manage caste
equations well. “People are running out of the BSP to join
the BJP," says Swatantra Dev Singh, a senior BJP state
leader. Two recent inductees from BSP — Brajesh Pathak and
SP Maurya — will be instrumental in driving key Brahmin and
Dalit votes. BJP will have a great chance if voter turnout

is strong and booth management is solid. The party's
leadership, including national party leader Amit Shah, has
been stressing ground management and execution. For
this, tech-savy analytics-oriented karyakartas from Delhi
have been assigned to ‘Mission UP'. If BJP manages to get
a decent share of OBC votes, it is very likely that it will get
through, but the experience of recent elections has not
been very favourable for an ‘execution-only’ strategy, as

small vote share swings could decisively turn the elections.

The factors at work here are the achievements of the central
government — where BJP is increasingly being perceived

as a party that stands for the poor. A right communication
strategy will help the party, but it might still be a play

of caste equations that will be the deciding factor.

“People do not know who they are voting
for in case of BJP, as they have not yet
declared their CM candidate.”

Aditi Phadnis, leading journalist with the Business Standard
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4 Sep, 2016. BSP Workers garland Mayawati during an election campaign rally at Pared Ground in Allahabad.

One Sister to rule them all!

“When Mayawati came to my constituency, all the
engineers went crazy. They repaired the roads overnight.
Everything was in hyper-drive mode. Her persona evokes
fear in the minds of bureaucrats and local MLAs alike. |
have never seen any other Chief Minister having such a
solid grip on the bureaucratic machinery and governance,”
says Vipul Rai, an EPC contractor based in Eastern UP. The
Bahujan Samajwadi Party (BSP) founded by Kanshiram in
1984 is now completely dominated by Mayawati. “We vote
for Beheniji (referring to Mayawati as sister) — don’t know
who will contest from our constituency,” says Sandesh
Maurya from Chandauli district in Eastern UP on being
quizzed about the local BSP candidate. BSP's voter base

is deeply dedicated to Mayawati, and in the districts, local
candidates are inconsequential. However, as BSP needs a
higher vote share to corner the majority, Mayawati’s ability
to hold on to the upper caste votes and improve her

Muslim vote share will decide BSP’s fate in the elections.

© Prabhat Kumar Verma/Pacific Press/Alamy Live News

Her reputation of an iron hand is admired by many,
but that is not sufficient to win elections and achieve
majority. “Mayawati is only interested building parks
and statues. Her love for stone statues will be the
cause of her political demise,” quips Sanjeev Mishra, a
graduate student in Lucknow University, who does not
see the BSP as a viable alternative. Mayawati's appeal
amongst the youth is limited, but it presents her with

a significant opportunity — as youth votes could be

one of the biggest swing factors in the elections. BSP’s
strengths are evident and in a hung assembly situation,
Mayawati could have a significant lead. The chances of

her becoming the next CM of UP remain quite high.

Mayawati’s ability to hold on to the
upper caste votes and improve her
Muslim vote share will decide BSP’s
fate in the elections
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Congress: Getting its
Mojo back, or playing
the kingmaker?

Most political discussions are quick to dismiss the
Congress party as a spent force. However, it seems
to be introspecting and trying to recover ground.
It has appointed ace political strategist, Prashant
Kishore, to devise its strategy for the UP elections.
Congress is banking on Sheila Dixit as the Brahmin
face to get its mojo back among Brahmin voters.
It is also relying on its traditional Muslim support
to help it in certain pockets in Avadh. While even
diehard Congress supporters aren't talking about
the party’s strength, it is hoping to determine

the election by winning 40+ seats and making

as many seats a four-way contest as possible.
Discussions with political observers tend to focus
on a possible pre-poll alliance favouring the
Congress. However, with elections expected to be
closely contested at this point, both BSP and SP
would want to increase their probability of success
by contesting as many seats as possible. Lack

of an attractive proposition and a lack of strong
local leaders in their ranks who can pull the party
through weaken the Congress’ bargaining chips.

“They don’t even have enough Karyakartas for
manning the booths,” scoffs Harishchandra
Srivastava, UP spokesperson for the BJP. In an
election where local priorities and solutions are
seen as the main voting agenda, Congress seems
to be in a gun-slinging mode with its campaign.
In his recent travels across UP, Rahul Gandhi
trained his guns on Mr Modi and did not focus
on how the Congress party plans to deliver an
able administration. While the slogan “27 saal,
UP behaal” is catchy, Congress’ strategy seems
more inclined towards maintaining its relevance
in the state. Currently, its campaign is trying

to make inroads among Brahmins and Dalits
while protecting its Muslim vote share from an
encroaching SP. While Ground View rules out
Congress gaining vote share among Dalits, despite
the low base, it still retains some emotional

Lack of an attractive proposition and a lack of strong
local leaders in their ranks who can pull the party
through weaken the Congress’ bargaining chips

CongressiPresident Sonia Gandhi and Congress vice president Rahul Gandhi return
after filling nomination for Loksabha election in Amethi on April 12, 2014.

support among Brahmins and Muslims in certain districts of the
hinterlands. If Congress is able to mount a stronger campaign as the
election nears (than is visible now), the best it can hope for is to play
spoilsport, in the absence of any tacit alliances being stitched up.
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PRECURSORTO 2019

Will it make or break PM Modi?

Uttar Pradesh has delivered eight out of the
fourteen Prime Ministers to India, but it has lagged
India’'s economic growth because of its caste-dom-
inated political equations. In the 2014 Lok Sabha
elections, these caste equations broke apart, and
people voted for development. This was a critical
change in the state’s political climate. However,
2017 elections may not see a huge departure from
historical trends. While caste equations will still
dominate headlines, swing factors and variables
that need to be managed are increasing. Another
interesting aspect of the recent assembly elections
have been the decisive verdict. Opinion polls have
often predicted close contests in the recent past,
like Delhi and Bihar, but the results were quite
decisive in favour of the leader.

As the election nears, it is most likely that UP’s
mandate could very well be decisive. BSP's initial
lead is illusory, because of its dedicated voter
base; additional votes matter more than anything
else. This election is likely to be one of slim vote
share margins, but could be heavy on seat share
— and this can swing depending on execution

capabilities.
Breaking the cycle

Samajwadi Party and BSP have completely domi-
nated UP state politics from the early 2000s. BJP
and Congress have not been able to make any
mark in this period. This time, the equations seem
to be changing — with BJP likely to put up a strong
resistance with an endeavour to break the cycle.
The initiatives of the BJP government at the centre
seem to have struck a chord with the people.

PM Modi’s government stands for the poor is a

The people of UP are politically very savvy.
They understand the differences in policies
of the central and state government

While PM Modi is BJP's star campaigner,
Home Minister Rajnath Singh (past CM in
UP) will also campaign during elections

common refrain. The schemes of neem-coated urea,
availability of gas connections, or reopening of a
fertiliser plant in Gorakhpur, creating jobs for people,
are helping BJP’s image. However, the people of UP
are politically very savvy. They understand the differ-
ences in policies of the central and state government.

“The central government has given money to the
state government, but we have not received it be-
cause the state government has not yet distributed it
to us,” points out Sunil Kumar, an electric pole climb-
er, about a certain monetary compensation amount-
ing to Rs 2,000. He clearly differentiates between
the efficacy of the central government and the role
of the state government in executing the schemes.
People in general have a high regard for PM Modli
and his ability to maintain a connect with the people,
because of his work in his Varanasi constituency, but
they do not necessarily consider his influence to be

significant enough in the intra-state politics.
Sore losers or plain strategy

“If the BJP loses UP assembly elections, then it will
definitely lose the Loksabha elections in 2019,” says
Ramkumar, a Dalit activist. Other political pundit dis-
agree — Sharat Pradhan believes that “PM Modi’s big
game is the 2019 elections. His strategy is evolving,
and the UP elections is just one move. He is keeping
his cards close to his chest”. Both scenarios have very
interesting outcomes/interpretations. An undesirable
outcome for the ruling party would be that of a bad
loss in UP elections with less than 50 seats. In a three-
or four-way fight, a bad loss could lead to shift in
gears of the government's approach towards policies

as well as spending.

Since coming to power, the central government has
spent judiciously, worked on efficacy of schemes, and
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Source: Instavani, India Today
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has evolved a framework of fiscal prudence. Surely, a
bad loss will destabilise its current political machinery
and there will be changes within the ruling party. Po-
litical parties seldom take losses well and tend to be
sore losers. The current parliamentary logjams on less
important issues are pretty much indicative behaviour
of political parties.

Interestingly, after the rout in Delhi and Bihar elec-
tions, BJP has desisted from taking the route of being
overtly populist. One reason for this is PM Modi's con-
sistently high approval ratings, but more importantly,
time has been in its favour. In the event of a bad loss
for the ruling party in the UP elections, the time to
recoup losses is limited. Lok Sabha elections will be
just two years away after the UP elections (in compar-
ison, they were almost four years away from the Delhi
and Bihar elections). As political uncertainty rises, the
chances of quick-fix populist solutions of dole outs will
increase. This would hamper the country’s economic
situation when the global economic scenario is par-

ticularly precarious.

A loss in UP may not change PM Modi's approval
ratings

While a loss for the ruling party would increase
political uncertainty, it may not significantly alter the
equations for the 2019 elections. “We voted for Modi
and not the BJP in the 2014 Lok Sabha elections. He
is doing a good job, but state elections are different.
We will vote for Beheniji in the assembly elections,”
says Mahendra Nishad Boudh from Sihorwa village

in Gorakhpur district. People across UP still believe
that voting for PM Modi in the 2014 elections was the
right decision. While BJP could lose, and depending
on vote share changes even with slim margins the loss
could be heavy, it may not be a loss of face for PM
Modli.

The last poll conducted by Instavaani suggested

that UP is one of the states where Modi’s popularity,
at 82%, is higher than the national average of 74%.
“Considering the complicated structure of caste equa-
tions and swinging bases, if BJP manages a decent
performance of garnering 140+ seats, worries for
2019 will be quelled and it will still feel comfortable
with the policies it is undertaking at the centre,” quips
a leading political observer.
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A brighter tomorrow?

Not surprisingly, many dub the UP assembly elections as the semis for the central government’s 2019
finale. Current newsfeed indicates that PM Modi will be the campaign mascot and a terrible loss could
be interpreted as a personal rejection of the popular PM. On the other hand, both SP and BSP see BJP
as their primary opponent — which means both the parties see BJP taking their vote share. People are
willing to give BJP a chance, but need more convincing. PM Modi's aggressive campaigning and good
communication strategy could be the potential winning factors for the BJP. Seat-share equations are
favourable for the BJP, and at worst indicate a decent chunk. This election has the potential to change
everything for the government as well as the markets for the better or for the worse, but the chances of
‘for the better’ seem brighter...for now.

Not surprisingly, many dub the UP assembly elections
as the semis for the central government’s 2019 finale

22 GROUND VIEW 1-30 September 2016



UNDERSTANDING
THE PUZZLE OF BIHAR

e

OR years, India pretended Bihar didn't exist.

In the 1990s, it was a matter of shame to be

called a Bihari — while IAS officers used all

possible stratagems to avoid a state post-
ing, even agriculture labour preferred to work in the
fields of Punjab rather than in Bihar. The Indian state
was in retreat in a province that needed it the most.

We know how this happened. Lalu Prasad first came
to power in 1990 as chief minister of Bihar, the state
with a reputation for being poorly administered and
endemically problem-ridden despite being blessed

with fertile soil and plenty of river water. Being born
in 1948, a year after the British left India, he belongs
to the first generation of Indian politicians — with no
experience of colonial rule. He began his political
career, not with the high-minded idealism of the
country’s freedom movement, but in the rough-and-
tumble of student politics that gripped India in the
troubled 1970s, when economic growth was slow
and inflation high. This coloured his language, his
style, his satirical style of oratory, and his rustic if

lumpen brand of politics.
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After nearly two decades in the opposition, Prasad
rode an anti-Congress wave to power. A milkman'’s
son replacing the state’s Brahmin chief minister! All
of Bihar's low castes wanted to be him. He was a
symbol of their hope.

On the strength of these feelings, Prasad was
re-elected in 1995, but forced to step down in 1997
after being indicted for corruption in the famous
‘chara ghotala’ (fodder scam). He is now a con-
victed politician and cannot contest elections for
the foreseeable future. Being shrewd enough to
understand that resigning from office could spell
political oblivion, Prasad pulled off the neat trick

of getting his party to choose his unlettered and
completely inexperienced wife to succeed him as

chief minister.

His wife Rabri and he therefore ruled for 15 years,
a period in which Bihar sat on the bottom rung of
every socio-economic ranking in the country. Land
reforms remained an incomplete revolution. Any-
thing remotely resembling an industrial revolution
passed the state by. It was almost as if there was a
trade-off between the empowerment of the socially
backward and economic progress. “Why do we
need cars,” Lalu would ask his voters, “when Bihar
has no roads? And the poor use (oil-burning) lan-
terns, so what will you do with electricity?” To the
modern mind, it was politics as caricature. But also
as tragedy, because law and order had collapsed in
the state capital of Patna — kidnapping for ransom
was a growth industry, the health services suffered
for want of medicines, and the government had no
money to pay university and school teachers, who
retaliated by not holding exams on time. Private
armies organised along caste lines mushroomed.

Bihar was slipping back into the middle ages.

And yet, Lalu Prasad kept his grip on politics. He
became a staunch ally of the Muslims: In the run up
to the demolition of the Babari Masjid, BJP chief
LK Advani undertook several rathyatras, including
one to Bihar. At that time (1990-91), Lalu was a part
of the VP Singh-led National Front government

at the centre that the BJP was supporting from

the outside. After a great deal of dithering, Lalu

ordered that Advani be arrested in Samastipur, but
(and this we know now, on the testimony of former
Home secretary of Bihar Afzal Amanullah) lacked
the courage to have him arrested. Amanullah was
posted as the Deputy Commissioner of Dhanbad

at the time, and refused to arrest Advani as clear
orders were not given — because Lalu Prasad was in
touch with VP Singh, who feared the government at
the centre might fall as a result of such a move. In
fact, later it did, but the incident revealed Lalu Pras-
ad's duplicity on secularism. However, the Muslims
kept returning to him because the BJP needed to
be kept out.

In 2004, Lalu Prasad struck a deal with a weakened
Congress. They fought the parliamentary elections
together and his Rashtriya Janata Dal won 23 seats
in the Lower House (out of 40 in Bihar). This gave
him the licence to leave his state and come into his
own on the national stage. He asked for and got the
railway portfolio. However, there was no one to take
care of things back home in Bihar. In the assembly
elections in November 2005, The Nitish Kumar-led
Janata Dal United (JDU) in alliance with the BJP
came to power. This was the victory of Kumar, but
also a good caste alignment. Upper caste, wealthy
Muslims still found the BJP untouchable. But Nitish
Kumar broke away the poor, low caste Pasmanda
Muslims and forged an alliance of the lowest rung
castes, regardless of their religion, to come to
power. Kumar’s first efforts were to restore the rule
of law in the state. Kidnapping, which was a cottage
industry, was ended, the bureaucracy was made re-
sponsive, and Kumar worked day and night to instil
confidence. He focused on two things — education
reform and road building. The budget allocated Rs
86bn for education in 2009-10, 30% higher than

the previous year. The allocation kept on rising with
incentives to keep children in school — like giving

a million bicycles to all boys and girls in class 9, and

cash transfers for uniforms, books, etc.

Kumar took on the health sector mafia in the state.
He outsourced pathology services and revamped
government hospitals with equipment, doctors, and
nursing assistants. Both health and education typ-

ically have a long gestation period when it comes
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Bihar, India. 11th Feb, 2015. Janata Dal (United)'s leader Nitish Kumar, Sharad Yadav, Rashtriya Janata Dal Leader Lalu Prasad Yadav with party
members assembled at the residence of party president Sharad yadav in new delhi. Nitish Kumar met with President Pranab Mukherjee along with
130 supporting MLAs to show his majority and ask for the President's support to form a new government in Bihar. © beepak Malik/Pacific Press/Alamy Live News

to political returns. In Kumar's case, they gave him a

second term in power.

In Delhi, Modi’s rise in national politics was obvious
to everyone. In 2013, when he was made the chief
of the BJP’s campaign committee, Nitish Kumar
announced the JDU was breaking its 17-year old alli-
ance with the BJP. Disaster struck in 2014 Lok Sabha
elections. The appetite of Biharis was now whetted.
Expectations had been raised. Kumar kept warning
his colleagues that they would have to run to stay

in the same place in terms of performance. Events
proved he was right. In the Lok Sabha elections

of 2014, people rejected JDU and indeed, Kumar
himself. Out of 40 seats, JDU just got 2. BJP under
Narendra Modi got 22, the party’s highest score ever.
In April 2015, realising he needed an alliance partner,
Kumar joined hands with Lalu Prasad, once his sworn
political adversary. The new alliance romped home,
giving Kumar a third term as Chief Minister. JDU

won 71 seats out of the 101 seats it contested and
the alliance won 178 seats out the 243 seats in the

assembly. Subsequently, Nitish Kumar again became

the Chief Minister of Bihar but with a new partner —
Lalu Prasad.

The Nitish-Lalu alliance changed everything. En-
trenched interest groups found they were being
swept away and replaced by new ones. The biggest
symbol of this is the release on bail of Shahabuddin,
the strongman of Siwan, whom Kumar pledged to
put in jail and did. But Shahabuddin used to enjoy
the patronage of Lalu Prasad. So who was ruling
Bihar? Kumar? Or Lalu Prasad’s family with the help of
elements like Shahabuddin?

The people are yet to make up their mind. Kumar
tried to gain the approval of women in the state
when he rolled out his policy of prohibition. But come
2019, all that could pale into oblivion. There is no
doubt that Nitish Kumar sees himself as the alterna-
tive to Narendra Modi. But do his supporters? And
while he still has many, those who will stymie him
from the top job are also many. The 2019 general
election will likely be fought between Kumar and
Modi. And it will be a riveting battle.
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Indian Economy - Trend Indicators

Monthly Economic Indicators

Growth Rates (%) Apr-15 May-15 Jun-15  Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr16 May-16
IIP 3.0 2.5 42 43 6.3 37 9.9 34 -0.9 -1.5 2.0 0.3 1.3 1.2
PMI 513 52.6 51.3 52.7 52.3 51.2 50.7 50.3 49.1 51.1 51.1 52.4 50.5 50.7
Core sector -0.2 4.4 3.0 1.1 2.6 32 32 1.3 0.9 29 5.7 6.4 8.5 2.8
WPI 2.4 2.2 -2.1 -4.0 -5.1 -4.6 -3.7 -2.0 -0.7 -0.9 -1.0 0.9 0.3 0.8
CPI 49 5.0 54 37 37 44 5.0 54 5.6 5.7 5.3 48 5.5 5.8
Money Supply 10.8 10.8 11.0 1.5 1.3 11.0 10.9 10.7 11.0 1.1 1.3 10.3 10.0 10.1
Deposit 10.7 10.8 1.4 11.8 11.9 1.3 1.1 10.4 10.9 1.1 11.0 9.9 9.3 9.5
Credit 9.2 8.4 9.5 9.4 9.0 7.5 9.0 9.8 11.1 1.4 11.6 1.3 9.2 9.8
Exports -14.0 -20.2 -15.8 -10.3 -20.7 -24.3 -17.5 -24.4 -14.7 -13.6 5.7 -5.5 6.7 0.8
Imports 7.5 -16.5 134 -10.3 9.9 -25.4 -21.2 -30.3 -3.9 -11.0 -5.0 -21.6 -23.1 -13.2
Trade deficit V080 -11.0 -10.4 -10.8 -12.8 -12.5 -10.5 9.8 9.8 -11.7 -1.6 6.5 5.1 -4.8 -6.3
Net FDI VS0 33 3.8 1.7 1.7 22 2.8 49 2.7 3.6 41 2.8 1.4 2.0 1.5
Fl| (UsD8m 4.0 -2.8 2.0 0.7 -35 2.4 45 -3.8 -2.6 1.5 2.4 43 1.1 0.4
ECBYsbBn) 7.3 24 32 2.1 0.8 2.6 2.1 32 3.0 1.4 14 15 0.3 13
Dollar-Rupee 63.4 63.8 63.7 64.1 66.5 65.6 653 66.7 66.2 67.8 68.4 66.2 66.3 67.3
FOREX Reserves (V508 344.6 352.5 355.2 353.3 3554 350.0 353.6 351.6 3521 349.2 346.8 355.6 361.6 360.9
Quarterly Economic Indicators
Balance of Payment (U2 Q4FY14 Q1FY15 Q2FY15 Q3FY15 Q4FY15 Q1FY16 Q2FY16 Q3FY16 Q4FY16
Exports 83.7 81.7 85.3 79.0 70.8 68.0 67.6 64.9 65.8
Imports 1143 116.3 123.9 118.3 102.5 102.2 104.7 98.9 90.6
Trade deficit -30.7 -34.6 -38.6 -39.3 -31.7 -34.2 -37.2 -34.0 -24.8
Net Invisibles 293 26.7 28.5 30.9 30.2 28.0 28.6 26.9 24.4
CAD 1.3 -1.9 -10.1 -8.4 1.5 -6.1 -8.6 -7.1 -0.3
CAD (% of GDP) 0.3 1.6 2.0 1.7 0.3 1.2 1.7 1.3 0.1
Capital Account 9.2 19.2 16.5 23.6 30.7 18.6 8.1 10.9 35
BoP 7.1 11.2 6.9 13.2 30.1 11.4 -0.9 4.1 33
GDP and its Components "% Q2FY15 Q3FY15 Q4FY15 Q1FY16 Q2FY16 Q3FY16  Q4FY16
Agriculture & allied activities 28 2.4 1.7 2.5 20 -1.0 23
Industry 6.2 34 6.9 7.1 8.5 10.3 9.2
Mining & Quarrying 7.0 9.1 10.1 8.5 5.0 7.1 8.6
Manufacturing 5.8 1.7 6.6 7.3 9.2 11.5 9.3
Electricity, Gas & Water Supply 8.8 8.8 4.4 4.0 75 5.6 9.3
Services 9.9 11.7 8.3 8.3 79 8.5 8.1
Construction 5.3 4.9 2.6 5.6 0.8 4.6 4.5
Trade, Hotel, Transport and Communications 8.4 6.2 13.1 10.0 6.7 9.2 9.9
Finance, Insurance, Real Estate & Business Services 12.7 121 9.0 93 11.9 10.5 9.1
Community, Social & Personal Services 10.3 25.3 4.1 5.9 6.9 7.2 6.4
GDPatFC 8.1 6.7 6.2 7.2 7.3 6.9 7.4
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Annual Economic Indicators and Forecasts

Indicators Units FY8 FY9 FY10 FY11 FY12 FY13 FY14 FY15 FY16E FY17E
Real GDP growth % 9.3 6.7 8.6 8.9 6.7 4.5 47 7.2 6.8 7.5

Agriculture % 5.8 0.1 0.8 8.6 5.0 1.4 47 0.2 2.0 4.0

Industry % 9.2 4.1 10.2 8.3 6.7 0.9 -0.1 6.6 5.7 6.7

Services % 10.3 9.4 10.0 9.2 7.1 6.2 6.0 9.4 8.5 8.8
Real GDP Rs Bn 38966 41587 45161 49185 52475 54821 91698 98271 104953 112825
Real GDP US$ Bn 967 908 953 1079 1096 1008 1517 1611 1615 1684
Nominal GDP Rs Bn 49864 56301 64778 77841 90097 101133 113451 126538 137626 153212
Nominal GDP US$ Bn 1237 1229 1367 1707 1881 1859 1876 2074 2117 2287
Population Mn 1138 1154 1170 1186 1202 1219 1236 1254 1271 1302
Per Capita Income Us$ 1087 1065 1168 1439 1565 1525 1518 1655 1666 1757
WPI (Average) % 47 8.1 38 9.6 8.7 74 6.0 2.0 2.0 4.0
CPI (Average) % 6.4 9.0 12.4 10.4 8.3 10.2 9.5 6.0 5.0 5.0
Money Supply % 221 20.5 19.2 16.2 15.8 13.6 13.5 12.0 12.0 13.0
CRR % 7.50 5.00 5.75 6.00 475 4.00 4.00 4.0 4.0 4.0
Repo rate % 715 5.00 5.00 6.75 8.50 7.50 8.00 7.50 6.75 6.25-6.5
Reverse repo rate % 6.00 3.50 3.50 5.75 7.50 6.50 7.00 6.50 5.75 5.25-5.5
Bank Deposit growth % 22.4 19.9 17.2 15.9 13.5 144 14.6 1.4 12.0 13.5
Bank Credit growth % 223 17.5 16.9 21.5 17.0 15.0 14.3 9.5 10.0 12.0
Centre Fiscal Deficit Rs Bn 1437 3370 4140 3736 5160 5209 5245 5107 5351 5339
Centre Fiscal Deficit % of GDP 29 6.0 6.4 4.8 5.7 5.2 4.6 4.1 39 3.5
Gross Central Govt Borrowings Rs Bn 1681 2730 4510 4370 5098 5580 5641 5920 5850 6000
Net Central Govt Borrowings Rs Bn 1318 2336 3984 3254 4362 4674 4536 4531 4406 4252
State Fiscal Deficit % of GDP 15 24 29 2.1 1.9 2.0 2.5 24 2.0 1.5
Consolidated Fiscal Deficit % of GDP 44 8.4 9.3 6.9 7.6 6.9 7.1 6.6 5.9 5.0
Exports US$ Bn 166.2 189.0 182.4 251.1 309.8 306.6 318.6 316.7 270.0 283.5
YoY Growth % 28.9 13.7 3.5 37.6 23.4 -1.0 39 0.6 -14.8 5.0
Imports US$ Bn 257.6 308.5 300.6 381.1 499.5 502.2 466.2 460.9 406.0 428.3
YoY Growth % 35.1 19.7 -2.5 26.7 311 0.5 7.2 1.1 -11.9 5.5
Trade Balance US$ Bn 915 -119.5 -118.2 -129.9 -189.8 -195.6 -147.6 -144.2 -136.0 -144.8
Net Invisibles US$ Bn 75.7 91.6 80.0 84.6 111.604 107.5 115.2 116.2 118.8 1211
Current Account Deficit US$ Bn -15.7 -21.9 -38.2 -45.3 -78.2 -88.2 324 -27.9 17.2 -23.7
CAD (% of GDP) % 1.3 2.3 2.8 2.6 4.2 4.7 1.7 -1.4 0.8 1.0
Capital Account Balance US$ Bn 106.6 7.8 51.6 62.0 67.8 89.3 48.8 90.0 50.4 75.5
Dollar-Rupee (Average) 40.3 45.8 474 45.6 47.9 54.4 60.5 61.2 65.0 67.0

Source: RBI, CSO, CGA, Ministry of Agriculture, Ministry of commerce, Bloomberg, PhillipCapital India Research
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GROUND §

UIElIJ SPECIALTY

5 CHEMICALS

! INDUSTRY CONCLAVE

28" Sept, Wednesday,
Sofitel Hotel BKC

“What’s making Indian Specialty Chemicals so special?”

Invite you to “PhillipCapital India’s Specialty Chemicals Industry Conclave”
10am-12pm Panel Discussion | 12-1pm Lunch | 1-6pm Group Meetings

Session | — Panel Discussion Mr. Samir Biswas, Joint Secretary, Ministry of C&PC

=

Leading Specialty Chemical Consultant from Shanghai, China

4 Mr. Shekhar Khanolkar, MD, Navin Fluorine International Ltd

L Mr. R. K. Agarwal, President, All India Plastics Manufacturers
Association (AIPMA)

L Mrs. S.F. Vakil, Chairperson & MD, Dai-ichi Karkaria Ltd

A Mr. Sanjeev G. Patil, Group CFO & Hd - Strategy, Fairchem Specialty
(Adi Finechem)

L Mr. Sridhar Venkiteswaran, ED, Avalon Global Research- Global
specialty chemical consultant

L Mr. Samir Biswas, Joint Secretary, Ministry of C&PC
4 Navin Fluorine International

L Leading Chinese Specialty Chemical Consultant

4 Dai-Ichi Karkaria

4 Vikas Eco-Tech Ltd

L Hikal Ltd

L Shree Pushkar

L Fairchem Specialty (Adi Finechem)

L Meghmani Organics

4 |.G. Petrochemicals

L DCW Limited

L AIPMA (Mr. R. K. Agarwal, President)




Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research
groups: Institutional Equities, Institutional Equity Derivatives and
Private Client Group. This report has been prepared by Institutional
Equities Group. The views and opinions expressed in this document may
or may not match or may be contrary at times with the views, estimates,
rating, target price of the other equity research groups of PhillipCapital
(India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd. which is
regulated by SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip
(Mauritius) Pvt. Ltd. References to "PCIPL" in this report shall mean
PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is
prepared and distributed by PCIPL for information purposes only and
neither the information contained herein nor any opinion expressed
should be construed or deemed to be construed as solicitation or as
offering advice for the purposes of the purchase or sale of any security,
investment or derivatives. The information and opinions contained in
the Report were considered by PCIPL to be valid when published. The
report also contains information provided to PCIPL by third parties. The
source of such information will usually be disclosed in the report. Whilst
PCIPL has taken all reasonable steps to ensure that this information is
correct, PCIPL does not offer any warranty as to the accuracy or complete-
ness of such information. Any person placing reliance on the report to
undertake trading does so entirely at his or her own risk and PCIPL does
not accept any liability as a result. Securities and Derivatives markets
may be subject to rapid and unexpected price movements and past
performance is not necessarily an indication to future performance.

This report does not have regard to the specific investment objec-
tives, financial situation and the particular needs of any specific person
who may receive this report. Investors must undertake independent
analysis with their own legal, tax and financial advisors and reach their
own regarding the appropriateness of investing in any securities or
investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not
be realized. In no circumstances it be used or considered as an offer to
sell or a solicitation of any offer to buy or sell the Securities mentioned
in it. The information contained in the research reports may have been
taken from trade and statistical services and other sources, which we
believe are reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/
associate/affiliate companies do not guarantee that such information
is accurate or complete and it should not be relied upon as such. Any
opinions expressed reflect judgments at this date and are subject to
change without notice

Important: These disclosures and disclaimers must be read in
conjunction with the research report of which it forms part. Receipt and
use of the research report is subject to all aspects of these disclosures
and disclaimers. Additional information about the issuers and securities
discussed in this research report is available on request.

Certifications: The research analyst(s) who prepared this research
report hereby certifies that the views expressed in this research report
accurately reflect the research analyst's personal views about all of the
subject issuers and/or securities, that the analyst have no known conflict
of interest and no part of the research analyst's compensation was, is or
will be, directly or indirectly, related to the specific views or recommen-
dations contained in this research report. The Research Analyst certifies
that he /she or his / her family members does not own the stock(s)
covered in this research report.

Independence: PhillipCapital (India) Pvt. Ltd. has not had an
investment banking relationship with, and has not received any
compensation for investment banking services from, the subject issuers
in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does
not anticipate receiving or intend to seek compensation for investment
banking services from the subject issuers in the next three (3) months.
PhillipCapital (India) Pvt. Ltd is not a market maker in the securities
mentioned in this research report, although it or its affiliates may hold
either long or short positions in such securities. PhillipCapital (India)
Pvt. Ltd does not hold more than 1% of the shares of the company(ies)
covered in this report.

Suitability and Risks: This research report is for informational
purposes only and is not tailored to the specific investment objectives,

financial situation or particular requirements of any individual recipient
hereof. Certain securities may give rise to substantial risks and may not
be suitable for certain investors. Each investor must make its own deter-
mination as to the appropriateness of any securities referred to in this
research report based upon the legal, tax and accounting considerations
applicable to such investor and its own investment objectives or strate-
gy, its financial situation and its investing experience. The value of any
security may be positively or adversely affected by changes in foreign
exchange or interest rates, as well as by other financial, economic or
political factors. Past performance is not necessarily indicative of future
performance or results.

Sources, Completeness and Accuracy: The material herein is based
upon information obtained from sources that PCIPLand the research
analyst believe to be reliable, but neither PCIPL nor the research analyst
represents or guarantees that the information contained herein is
accurate or complete and it should not be relied upon as such. Opinions
expressed herein are current opinions as of the date appearing on this
material and are subject to change without notice. Furthermore, PCIPLis
under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively
to PCIPL. All rights are reserved. Any unauthorized use or disclosure is
prohibited. No reprinting or reproduction, in whole or in part, is permit-
ted without the PCIPL's prior consent, except that a recipient may reprint
it for internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading in can be substantial. You should
carefully consider whether trading is appropriate for you in light of
your experience, objectives, financial resources and other relevant
circumstances.

For U.S. persons only: This research report is a product of Phillip-
Capital (India) Pvt Ltd. which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing
the research report is/are resident outside the United States (U.S.)
and are not associated persons of any U.S. regulated broker-dealer
and therefore the analyst(s) is/are not subject to supervision by a U.S.
broker-dealer, and is/are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a
subject company, public appearances and trading securities held by a
research analyst account.

This report is intended for distribution by PhillipCapital (India) Pvt
Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)
(4) of the U.S. Securities andExchange Act, 1934 (the Exchange Act) and
interpretations thereof by U.S. Securities and Exchange Commission
(SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not
a Major Institutional Investor as specified above, then it should not act
upon this report and return the same to the sender. Further, this report
may not be copied, duplicated and/or transmitted onward to any U.S.
person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-
6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, PhillipCapi-
tal (India) Pvt Ltd. has entered into an agreement with a U.S. registered
broker-dealer, Decker & Co, LLC. Transactions in securities discussed
in this research report should be effected through Decker & Co, LLC or
another U.S. registered broker dealer.

If Distribution is to Australian Investors

This report is produced by PhillipCapital (India) Pvt Ltd and is being
distributed in Australia by Phillip Capital Limited (Australian Financial
Services Licence No. 246827).

This report contains general securities advice and does not take into
account your personal objectives, situation and needs. Please read
the Disclosures and Disclaimers set out above. By receiving or reading
this report, you agree to be bound by the terms and limitations set
out above. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for
personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this
report by mistake, please delete or destroy it, and notify the sender
immediately.
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Global expertise
for local markets

PhillipCapital India headquartered in Mumbai, offers a
comprehensive suite of quality and innovative financial services for
the individual, corporate and institutional investors. Our Global
experience has helped us in creating compliance driven operating
procedures.This ensures consistent and unbiased customer service.

CIISTOMEII PhillipCapital experienced professionals are
-’ \ FOCUSSED focused an providing the best execution

and clearing services to help clients achieve

APPROACH their trading or hedging objectives.

Through a global network built over years

MARKETING of hard-won success and a commanding
presence on the world's major exchanges,

EXPE RTIS E PhillipCapital India opens doors to an
expansive range of products and services.

‘ 3 OBJ ECTIVE With a focus on objective, thought-lead-

ing research, PhillipCapital India

’ INSIG HT offers clients practical and timely insight
y : to capitalize on market opportunity.
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By cultivating a deep understanding of

TnuSTED client needs, our professicnals provide a

trusted perspective and customized
RELATIONSHIP execution and clearing services through the

life of our relationship.

Talk to us on 022 2483 1919

Toll Free No : 1800 221 331
contact@phillipcapital.in
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