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INTRODUCTION

conomic development is acrively
Einﬂuencod and informed by the reforms

and regenerations in financial systems.
India is no exception to this. The economic
narrative of India is integrally linked to the hyper
financialisation of the global economy and the
unbridled growth of its prime movers, namely, the
financial institutions, actors and markets. While
the basic tenets of the global cconomic order still
affirm allegiance to principles like shared welfare,
synchronised stability and universal environmental
sustainability, the emerging economies like India
are fast plummeting into a neo-liberal crisis,
manifested best in its financial instability and
unequal living standards. This makes it important
to deliberate and debate on the role played by
finance in the economic development of India as
only a systematised financial model can promote
sustainable economic growth in the country by
bolstering actual investments in constructive capital
generation.

It is essential in these times to think through the
kind of authority wielded by the global and local
financial markets over the economic ecosystem of
India to be able to analyse the (non) prioritisation
of equitable growth and distributional goals in
the country that could have ensured the majority

a respectable living standard. The economic

experiences of India, like many other emerging
economies, have been shaped and reshaped by the
permutations and combinations of financial flows
within the international markers and across borders.
Both the risc in the flow of capital during the good
times and the sudden reversals of the demanding
times have had deep seated repercussions on the
developmental patterns of the country; along with
pushing the country in to an arena of international
competition by opening up the indigenous
financial markets to global reach, the globalisation
of finances has also enginecred financial crises in
India, thereby threatening the survival of a vast
majority within a highly disproportionate financial
ecosystem.

The State of Finance in India Report 2021-22
secks to initiate a dialogue on the effect and
influence of financialisation and policy changes on
the economic growth of India wherein the leverage
of private capital has soared substandally over the
years in comparison to the bargaining power of
labour. Such a state of affairs has undoubredly
placed the concept and intent of “growth” in India
at the mercy of imprudent resource extraction
and heightened encrgy consumption, thereby
widening the gap between the rich and the poor
in the country. The report also seeks to demystify
the world of finance by demonstrating the very
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concept of finance as the driving force that steers
development models in the country.

Towards that end, the report is a first of its kind
that expands the domain of finance and economics
beyond the confines of ivory rower experts and
invites writings from a cross section of academics,
policy makers, activists, social practitioners and of
course eminent economists who engage with the
questions from ground. Given that finance and
money touch and shape our lives in more ways than
one, this ensemble of authorship gives the reporra
certain multidimensional character that allows us to
explore the concerns of the day in a much broader
as also deeper sense. Wearing a critical, alternarive
and bottom-up lens while looking ar finance and
economy, the compilation stands out as it gives
us an opportunity to critique the mainstream/
dominant view in a language and form (each piece
is no more than 2500 words on average) thar is
accessible to a larger audience. The report is a resulr
of the combined efforts of Centre for Financial
Accountability, the Economic Research Foundation
and Focus on Global South. The editorial board
comprises C. P. Chandrashekhar, Jayati Ghosh,
Shalmali Gurtal, Nitin Sethi, Joe Athialy, Bhargavi
Rao and Benny Kuruvilla.

This, the first edition of the State of Finance in
India report, comes at a juncture when the people
and the economy are still in the long shadow of
the pandemic. The viral waves in fact also played
a role in interrupting the process of compilation
of the report. The theme in focus in this edition
is in fact The Viral Waves and the Aftermath. The
shelf-life of news these days is such thar public
discourse has “moved on” from even the biggest
humanitarian crisis of recent history, and with
that we have forsaken, rather squandered, the
opportunity to take the right lessons from the crisis
for a more resilient future. As such, this edition
gives us the right amount of distance from the peak
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of the tragedy to take a holistic view of the fractures
and failures thar precipitated the crisis and the
misplaced priorities of the public finance that we
witness. Some of the key learnings (or unlearnings)
that emerged in the aftermath of the pandemic
were in the areas of the dismal public health, the
digital divide in education, the vulnerable informal
sector, and the importance of deepened social
protection and universal rights. The analysis in
the sections also artempts to unravel the particular
vulnerabilities of the marginalised sections in terms
of caste, tribe, gender and minorities. Under “In
Focus”, we have authors contributing to all of the
above with insights from the ground giving us a
sense of the urgent relook needed at our public
finance.

The theme “In Focus” would change every
year, the next edition being on Climate Finance.
But this is followed by a second segment called
Sectoral Overview. Herein the attempr would
be to highlight from a critical point of view of
finance and economy, the developments at the
given point in time across a broad stroke of sectors,
There would be some sectors that we would like
to cover in each of our editions, namely, banking,
agriculture, infrastructure, energy, labour, health,
education, social security, marginalised sections and
international finance. Commentaries highlighting
and analysing specific aspects of the developments
under these segments may give a reader a quick
grasp over the present contentions in the sector
from a people’s perspective. Over and above in
some of the editions we would also try to cover
at least a few from among the areas of taxation,
fintech, defense, share markert, climate concerns,
commons and local governance.

The lead article in every edition would be a
bird’s cye view of Indian finance written by the
editors, In this edition Prof Jayati Ghosh and Prof
C. P. Chandrasekhar wrote this overview of the



state of finance in India by locating the present
exigencies and crisis within broader adherence
ta the neoliberal macro-economic trends set
in motion since the last three decades that
have contributed towards rendering the Indian
financial sector extremely vulnerable and fragile.

Because questions around finance touch almost
every aspect of our lives and future, we believe it
should not be treated as a domain left to the experts
alone. We need parrticipative deliberations and

debates about the financial choices being made on
our behalf. At a time when fundamental economic
issues are either obscured or are distorted or simply
drowned under loud rhetoric which is far from
ground reality, there is a need to carry on with our
interventions, our discussions and keep building
spaces that can hold critical thinking on the myriad
ways in which the very character of finance, its ebbs
and flows are shaping the lives of millions in this
country. The State of Finance in India is a small
cffort towards thar direction.
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A BIRD’S-EYEVIEW OF INDIAN FINANCE

C. P. Chandrasekhar and Jayati Ghosh

"jrhc period of COVID-19 pandemic
has been devastating for the people of
India and for the Indian economy. The
pandemic brutally exposed and exacerbared existing
inequalities of class, occupation, gender, caste
and region, It also brought into sharp relief the
major flaws in the country’s recent development
trajectory, which had resulted in falling investment
and stagnating mass consumption demand, falling
employment, poor human development indicarors
and persistence of extensive undernutrition. While
much of this was the result of the accumulation
of past economic policies and processes, various
government policy actions over this period affecting
both finance and the real economy did litde to
alleviate these problems; rather, prior problems
were aggravated by state policy and acts of both
commission and omission.

This year's report traces how these processes
played out in terms of macroeconomic and sectoral
trends and their impacts on different sections of
people. In this introductory chapter, we provide a
brief appraisal of financial policies in India, relating
to both financial intermediation and public finance.

THE FINANCIAL SYSTEM AND
POLICIES

As 2021 drew to a close, there was a sense that
the Indian financial system was art a tpping point.

The structure moulded with policy initiatives
beginning at Independence and culminating in
bank nationalisation in 1969 was not only under
strain but well under way to being dismantled
by a neoliberal state. The Independence-to-
nationalisation policy journey had put in place
a structure that, until the 1990s, successfully
mobilised a dominant share of the nation’s financial
savings, allocated it in ways that ensured that the
distribution of credir across sectors and segments of
the population became progressively broad-based
and inclusive, and regulated financial institutions
in ways that ensured relative stability. The financial
framework was a central instrument of the
state’s development policy. A crucial component
of this was that it built and relied on diverse
institutions—such as banks, development banks,
nationalised insurance agencies and refinancing
channels—that were each subject to different
degrees of state support and regulation, There were
silos separating commercial banks, financial units
focused on long-term finance and markets allowing
for speculative activities.

This structure is now under threat. The
neoliberal agenda of restoring corporate (as
opposed to state) control over the nation’s financial
savings means ‘fixing' something thar was not
broken. The financial system has been forced 1o
begin an unfortunate return journey from the
heady environment of nationalised banking to the
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predatory and crisis-ridden context that prevailed
in the early 1950s.

A number of developments resulting from the
pursuit of the neoliberal agenda have combined to
bring about this retrogressive transition.

The first is the weakening of the fiscal powers
of the state. These fiscal powers should enable the
state to provide direct financing of investment,
by mobilising resources through taxation and
additionally supporting expenditure through
borrowing. Such borrowing would be expected
to be serviced in the future with enhanced rax
revenues and additional resource mobilisation.
However, the neoliberal agenda has been eroding
the tax base of the state, with its commitment
to “incentivising” private investment with lower
tax rates and subsidies and concessions of various
kinds. It has stuck to fiscal conservatism, even when
there is no economic logic to this—which means
that the government has chosen to rein in its fiscal
deficit. The result is that investment in areas such as
infrastructure that, in the carly post-Independence
years, were expected to be funded by the state can
no longer be driven by a proactive fiscal policy. This
not only constrains such investment but implies
that, to the extent that it occurs, such expenditures
will have to be supported with credit flowing
through intermediaries populating the financial
system outside the fiscal realm.

The second was the neoliberal decision o
obliterate the segment of the pre-existing financial
system consisting of public development banks and
state-sponsored, specialised long-term financing
institutions supported with concessional credit
or implicit/explicit state guarantees aimed at
ensuring access to low-cost finance. These were the
institutions within the financial framework that
were expected 1o meet a part of the requirements
of finance for capital intensive projects with long
maturitics, especially such as were undertaken
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by risk-averse private investors. The official
Narasimham Committees of the 1990s, focused
on privatising India’s largely public financial sector,
had recommended that these institutions be shut
down or converted into commercial banks to
ensure a level playing field for the private sector
banks it believed must come to dominate the
financial sector. In the years that followed, leading
development finance institutions (DFI) were
allowed to set up banking subsidiaries into which
the DFls were reverse-merged. In other cases, such
as the Industrial Finance Corporation of India,
the institution was stripped of its development
financing role.

The third development consisted of moves
to liberalise banking while the system was still
largely under state ownership. Banks were allowed
greater flexibility 1o invest in or lend to the reail
market for personal loans, to sensitive sectors
such as stocks and commodities and to areas like
infrastructure characterised by long marurities,
significant illiquidity (since exposures cannot be
casily wound down) and higher risks. Moreover,
strong exposure limits o individual borrowers or
sets of borrowers belonging to the same business
group were formally and informally relaxed, These
changes not only whetted the appetite of banks
to move to new areas but also the government
started to nudge banks they still controlled to lend
large sums to corporates investing in arcas like
infrastructure, even though this would involve
significant maturity, liquidity and risk mismatches
given the substantial dependence of banks on short-
term deposits for their loanable funds.

Global policy shifts facilitated the liberalisation-
induced transformation of banking. Those shifts
have ensured thar large foreign capital inflows have
been, thus far, the norm in the years since the early
2000s. Foreign investment inflows (portfolio and
FDI), that amounted to $6-8 billion a year during
2001-03, rose to $15-20 billion a year during



2003-06, $30-60 billion during 2006-14 and $40-
70 billion during 2014-19. With an open capital
account, India has been a major “benehiciary” of
the surge of cross-border flows of capital triggered
by the easy money policies adopted by developed
countries’ central banks, especially after the 2008
financial crisis. The resort to quantitative casing
and setting near-zero interest rates saw cheap capital
secking high returns in emerging markets, with
India receiving an exceptionally large share. The
surge in inflows resulted in a spike in domestic
liquidity, reflected in a sharp rise in the deposit base
of the banking system that triggered a credit boom.
That only intensified the diversification in lending
to the retail market and the corporate sector,
especially to corporates investing in infrastructure.

The fourth development of relevance was
the mistaken plan to make liberalised equity and
bond markets, with flexible rules favouring the
participation of foreign institutional investors,
mutual funds and retail investors, an important
source of long-term finance. That has not worked,
except perhaps for a few very big players. Many
years after that plan was implemented, stock
exchanges largely remain sites where shares are
traded in secondary markets, with the market for
new finance through public offerings open only
to large, well-established firms, except in periods
of speculative frenzy that culminate in 2 market
collapse. On the other hand, corporate bond
markets remain underdeveloped, showing some
buoyancy only in periods where the flow of liquidity
into markers is too large to be accommodated in
the secondary equirty segment.

Finally, having reduced its own fiscal flexibiliry,
the government chose to adhere to a neoliberal
macroeconomic stance in which the principal lever
for macroeconomic management was a monctary
policy, as opposed to a fiscal policy. Measures
to infuse liquidiry, drive credit growth and keep

interest rates down were seen as the best devices

to address any downrturn, including in situations
like the contraction induced by the COVID-19
pandemic and the brutal lockdowns that were the
government's response. Instead of substantially
enhanced government expenditures to finance
transfers to and budgetary support for the worst
affected, special liquidity windows to banks to fund
targeted sectors, with limited guarantees, were the
favoured instruments in relief and revival packages.

This combination of developments precipitated
tendencies that have significantly increased the
fragility and vulnerability of India’s financial sector.
Though the credit boom led to an acceleration
in GDP growth, many projects undertaken
by corporate groups with the large volumes of
finance that were made available failed to deliver
expected profits and the revenue streams needed
to meet the debt servicing commitments that
large-scale borrowing implied. This tendency was,
however, not the focus of public attention for
long since, having unleashed this trajectory, the
government and the banks sought to tide over the
problem by restructuring bad debts and treating
them as standard rather than stressed assets. The
restructuring involved some combination of
concessions such as an extension of the duration
of the loan, reduction of the applicable rate of
interest and conversion of part of the loan into
equity. But in most cases, even such restructuring
did not help, and the loans reappeared as stressed
debr. But because of lax norms, a significant share
of such debt was not recognised as such tll the
Reserve Bank of India stepped in and issued stricter
guidelines, resulting in a spike in non-performing
assets (NPAs) starting in 2015.

Once recognised as NPAs, these debrs had to
be provided for, with attendant implications in
terms of losses on the banks' books thar eroded
bank capital. In time these loans were “technically”
written off and fully provided for, though they
were still slated for recovery through the multiple
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mechanisms available for the purpose—Debrt
Recovery Tribunals, proceedings under the
SARFAESI Act and finally, the Insolvency and
Bankruptcy Code. But recovery rates in most
cases were pathetic, with banks forced to take
large haircuts, cither in their own settlement
efforts, proceedings under the company law
tribunals or the operations of Asset Reconstruction
Corporations. Some of the losses and erosion of
capital resulting from this were covered by the
government’s recapitalisation drive. But given the
government’s self-imposed fiscal conservatism,
there were limits to such recapitalisation, and in
time the drive lost all momentum. Banks burdened
with bad debt—provided for or otherwise—found
themselves vulnerable and weakened.

The tendency of the government and, for long,
the Reserve Bank of India to bury the bad debe
problem also had a behavioural effect. “Entitled’
corporates began to believe that it is their right to
be spared when defaulting on debt. As former RBI
Governor Raghuram Rajan (2005) was pushed to
admit: “Regulatory forbearance, where RBI makes
it casy for banks to ‘extend and pretend', is not a
solution. Since no other stakeholder—such as the
promoter, tariff authorities, tax authorities, etc.—
contributes to resolution, the real project limps
along, becoming increasingly unviable. ...Also,
some large promoters take advantage of banker
fears about assets turning non-performing to extract
unwarranted concessions without any sacrifice in
the value of their stake. Regulatory forbearance,
therefore, ensures that problems grow until the
size of the provisioning required to deal with the
problem properly becomes alarmingly large—
which then prompts calls for yet more forbearance.”

It was at a time when bank balance sheers
were damaged by these developments that the
COVID-19 crisis struck. Given the government’s
tendency 1o privilege monetary over fiscal measures,
as noted earlier, the government’s policy response
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emphasised the provision of credit to a range
of sectors hurt by the crisis. Since the crisis that
affected these borrowers adversely has persisted to
varying degrees, the probability of defaulting on the
debr service payments due on the enhanced credit
flow has increased. Not all of the special-purpose
loans the public banks were called upon to deliver
were guaranteed. And even in the instances they
were, delays in monetising the guarantee in case
of default are inevitable given the fiscal position of
the government. Since the rules on when the debt
would be considered non-performing had been
loosened, given the impact of the crisis, it is still
not clear how much more damage bank balance
sheets have suffered. But by all accounts, another
spike in NPA levels seems inevitable.

In time, not only are banks vulnerable,
rendering the financial system fragile, but they are
unable o sustain the credit boom on which growth
rode. A credit crunch and contraction follow. The
banking system is unable to play the role assigned
to it either before or after liberalisation. The
problem does not stop with the banks. Regulatory
forbearance affects non-bank financial companies
(NBFCs) as well. The NBFC crisis stems from two
different sources. First, as happened in the case of
IL&FS, there is the possibility that projects that
were funded with borrowing went bad or did nor
deliver the returns they were expected to generate.
Things worsened when, in order to prevent these
loans from going bad and affecting the solvency of
the institution, more loans were advanced, cither 1o
the defaulting firm or to others who moved those
funds to the potential defaulter in the form of
investments or payments so that the loan could be
serviced. The NBFC, in turn, in order to remain in
business and service the loans which helped finance
these projects, borrowed more. The spiral of debt
had to unwind.

The problem partly was that being implicitly
government-sponsored, IL&FS not only received



financial support from other public institutions
like the LIC but was also scen as being government
guaranteed. Banks not only lent to infrastructure
directly but to such institutions and through
them indirectly to infrastructure. Unfortunately,
investments in infrastructure have proved to be
extremely bad bets for multiple reasons. IL&FS
had to crash and it did.

The second source of trouble, which scems
to be relevant ro failed housing finance company
DHFL, is that even when the projects financed by
the NBFC may not be going bad, the fact that it is
using short-term borrowing to provide long-term
loans to its clients requires it to roll over its own
debt, or borrow again, to sustain its operations
while repaying old loans that fall due. If for some
reason the market is unwilling to roll over loans
and advance additional loans for expansion, the
NBFC faces a liquidity problem. Being tied into
long-maturity assets, it does not have the money to
repay its own loans, leading to default. The credit
crunch resulting from the banking problems can
cause trouble for the NBFCs.

What about fraud? It cannot be denied that
it played a role in IL&FS. Burt in a financially
liberalised world, identifying where bad practices
favoured by liberalisation end and fraud begins
is difficule. If, for example, a financial institution
which is heavily exposed long-term to a group
or a project is faced with potential default that
can have exuremely bad repercussions for its own
books of accounts, should it lend more to the
entity concerned or let it defaule? If rules and
monitoring do not prevent further lending, many
managers may choose the soft alrernative of keeping
the project alive and prevent default, in the hopes
that matrers would improve. It is another matter
that in a climate like that, some managers, looking
for illegitimate gains or even their “performance-
related” payment prospects, may choose to indulge
in fraud. The causes of the crisis run deep, and the

use of words and phrases like “fraud”, “liquidity
shortage” and “environmental factors” only conceal
the fact that deregulation and liberalisation explain
India’s own financial meltdown.

The vulnerability stems not only from
failure. Success may also be riding on increased
vulnerability, as in the case of the unprecedented
boom in India’s stock markets till recently, which
occurred alongside a real economic contraction or
recession and high unemployment. The very same
liquidity surge, driven by foreign capital inflows,
has kept the market buoyant, with valuations at
levels that cannot be justified even by optimistic
projections of growth in future earnings. Wich
cheap money policies in the developed countries
expected to end, bringing to a close the opportunity
to borrow cheaply in developed country markets
and invest for high returns in emerging markers, an
outflow of capital may ensue. That would unwind
the stock boom that is bound to have ripple effects
on the country’s currency and financial markets.

Overall, the Indian financial system is indeed
at a tipping point. The solution the government is
secking to the prevalent fragility is to wash its hands
of the financial sector through the privatisation of
banks and insurance companies. Bur with banks
burdened with bad debt and markets expected to
slip, selling out the public financial sector may not
be easy. Financial instability with collateral damage
in the real economy is inevitable, with signs of the
latter already visible,

PUBLIC FINANCE

Matters are rendered worse by the conservative
fiscal stance of the state. It is known that economic
activity in India had been slowing down much
before the disruption caused by the pandemic, The
massive impact that demonetisation and GST had
on smaller and informal units was one major cause,
affecting informal employment and livelihoods and
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leading to declines in mass consumption as wages
and self-employed incomes were suppressed. This
was an important reason for declining investment
along with the financial factors mentioned above.
It was ironic—but predictable—that the strategy
to deliver more profits to corporares by suppressing
wages ended up reducing toral profits by shrinking
the market. The focus on large companies also
left out the small and medium enterprises that
provide the bulk of employment in the country;
they also suffered a lot due to demonetisation
and the GST imposition. After 2011, both labour
force participation and employment fell relative
to the working-age population, Real wages started
decelerating from 2015 onwards and declined
from 2017. The systemic problems in agriculture
worsened, which meant that cultivators fared even
worse than casual rural wage workers.

In such a contexy, it could have been expected
that the government would adopt a more
proactively expansionary fiscal stance to counter
the recessionary tendencies in the economy.
Unfortunately, public spending was not increased
to counter the decline in demand elsewhere; rather,
tax rates for corporations were lowered in the (vain)
hope that this would cause private investment to
revive. And the obsession with reining in the fiscal
deficit meant that the loss in tax revenues resulting
from such concessions was countered by restraining
public spending,

This unjustifiable conservatism persisted
throughout the pandemic, worsening the impact
of the health emergency and imposing long-
term costs on the Indian people. Indeed, the
Indian government’s fiscal reticence has made
it a significant outlier in the world. Advanced
economies have gone all out in terms of expanded
public spending. Their governments quickly
abandoned the (flawed) arguments abour the
dangers of large fiscal deficits when large capitalists

realised that they would also suffer from the
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closures and downturns created by the spread of
the coronavirus. Even governments in developing
countries constrained by external debr overhang
and fear of capital flight increased their spending
despite declining revenues, both to provide some
relief and social protection to their populations and
to shore up domestic demand that would otherwise
collapse completely. While their additional
spending was only a tiny fraction of that in the
rich world, and not even very much in relation
with their GDP, it was nevertheless, on average, a
notable increase over the immediate past.

Not so in India, unfortunately. The Indian
government is one of the few in the world that
voluntarily reduced its rotal spending in cthis
crisis period. And it did so even though it was
not constrained by sovercign debt concerns
or conditionalities imposed by mulrtilateral
organisations. The central government is so
obsessed with the need for fiscal discipline, no
matter what the context or requirements of
particular exigencies, that any reduction in rotal
revenues causes it to cut down on its spending,

It was entirely predictable that the questionably
harsh yet ineffective lockdown in mid-2020 and the
spread of the second wave from carly 2021 would
severely impact economic activity. This obviously
led to declining revenues for the government: in
2020-21, rotal receipts of the government fell by
more than 30%, although tax revenues fell by only
around 22%. This lower impact on tax revenues
was partly because of the revenues from enhanced
levies on petrol and diesel that the centre did not
share with state governments and partly because
large companies continued to Hourish and even
benefited at the expense of smaller companies in
this period. Even though the economic and health
crises clearly warranted higher public expenditure,
the Indian government actually spent Rs 5,300
crore less in the pandemic year 2020-21 than in the
previous year. This was notwithstanding the claims



made in the various relief packages announced over
the year. For example, the Atmanirbhar Abhiyan
package of May 2020 was claimed to amount to
an additional Rs 10 lakh crore, or 10% of India's
estimated GDP. Obviously, this was nothing
more than a smoke and mirrors exercise, as the
government cut down on other (often crucial) areas
of spending to compensate for small increases, such
as in the rural employment programme (Ministry
of Finance, n.d.).

Since then, as the economy was allowed to
open, central government spending has remained
low even though revenues have been much more
buoyant, driven by an increase in direct tax receipts
of 84% compared to the previous year. This
increase could reflect a bigger cause for worry: a
dramatic increase in economic inequality. Income
concentration has been rapid and extreme, with the
top 10% and even 1% grabbing larger shares of the
pie. Meanwhile, micro and small enterprises have
been closing in droves, and self-employed people
have been losing their incomes, with their market
shares being taken over by large companies that pay
more direct taxes, Restrained spending and rising
revenues have led to a significantly lower fiscal
deficit, which seems to have been the government’s
primary aim, regardless of the economic cost to
the citizenry.

To this must be added the implications of fiscal
centralisation, which also had severe consequences
since state governments are largely responsible
for providing essential public services to the
citizens. While the initial lockdown was imposed
without any consultation, state governments were
made responsible for implementing it as well as
for essential public health measures and all the
measures required to deal with the economic effects
of the lockdown, but they were completely strapped
for cash. The central government provided very
litle by way of additional resources and avoided
its constitutionally mandated requirement to share

tax revenues with state governments by classifying
new taxes as cesses and surcharges on existing tax
rates and central fuel taxes, all of which do not
need to be shared with the states. After invoking
the centralising National Disaster Management
Act to declare a national lockdown, the centre left
the state governments to deal with the additional
health spending and the measures required to deal
with the increased economic distress as best as
they could. Not only did the central government
refuse to spend more itself, it also forced the state
governments to base their addirional required
spending on borrowing that would be difficult
to repay. The centre even refused to pay the full
dues that it owed to the states, resulting from a
prior agreement negotiated in 2017 when the
introduction of a national Goods and Services Tax
deprived state governments of their own revenue-
raising powers. When it became evident thar all
this was completely unfeasible and would lead to
major humanitarian crises, in late July 2020, state
governments were allowed tw borrow more—but
knowing that they would have to repay later with
lirtle or no help from the centre.

This is bad news for the macroeconomy. The
impact may be temporarily disguised by the greater
profits made by some large corporates and rising
asset values driven by growing inequality, but soon
enough, the overall impact of low public spending
on depressed domestic demand and inadequate
infrastrucrure will be felt. Low spending also affects
the public provision of essential goods and services.

The pattern of public spending is an indication
of the extent to which citizens' rights are met by
the state. Some of the starkest indicators relate 10
central government spending on programmes that
directly provide employment, food access, health
and education. Most countries increased spending
on both health and education during the pandemic,
which created more demands on health services
and required large investments to compensate
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for school closures and enable the sudden shift
to online learning. Not so in India (Government
of India, n.d.) Health spending by the central
government has remained pitifully small and even
fell in nominal terms in the first half of this year
compared to last year. (Note that it is around
half of the spending of the Ministry of Home
Affairs—truly remarkable in a country where state
governments are supposed to be responsible for
security.) Education spending by the Ministry
of Human Resource Development fell sharply
during the pandemic instead of increasing and suill
remains at less than two-thirds of pre-pandemic
spending, meaning thar we are effectively denying
a generation of children and youth their right to
education. The spending on women and children,
which provides essential nutrition to mothers and
infants, was similarly cut and remained well below
pre-pandemic spending. Spending on agriculture
fell this year in the teeth of the ultimately victorious
farmers' struggle. In the peak of the first wave,
spending on MGNREGA increased—but this has
been short-lived. But labour market conditions are
still terrible in rural India, and the total spending
on this has fallen sharply in the current year.
Spending on public provision of food appears to
have increased in the current year, but this is really
a statistical artefact: it reflects the fact that the
central government finally paid up some of the
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longstanding dues it owes to the Food Corporation
of India from previous years.

The consequences of these financial and fiscal
developments are the concern of this report.
Individual chapters in the report provide a much
more detailed examination of the implications of
these policies and processes for various sectors and

segments of the population.
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HEALTH SYSTEM STRENGTHENING
THROUGH PUBLIC FINANCING IN INDIA

A Priority for Civil Society Advocacy Efforts in a

Post-COVID-19 World
Philip Mathew

he COVID-19 outbreak in India has
been a major disrupter for the economy
and a rude wakeup call for the Indian
healthcare delivery system. The desperate scenes
which unfolded on the streets in front of major
private hospitals and in the intensive care settings
of public hospitals, showed an underfunded and
inefficient healthcare system on its knees. At the
peak of the second wave in April-May 2021, there
were shortages of almost everything—right from
hospital beds to oxygen to essential medicines
required to treat severe cases of COVID-19.' A
few months down the line, the government was
audacious enough to declare that there was no
shortage of oxygen even during the peak of the
pandemic.” This takes away even the remotest
possibility of fixing accountability issues or having
a critical evaluadion of the policies adopred at
different stages of the pandemic. However most
public health experts see the entire fiasco as the
sign of a deeper malaise, which is the chronic lack
of investment in our public healthcare system.
The World Health Organization’s Global

Health Expenditure Database can give us a
broader picture of the nature of investments in

our healthcare system.* India’s Current Healthcare
Expenditure (CHE) is around 3.5% of its Gross
Domestic Product (GDP) which is down from
4.2% in the early 2000s. Compare this with other
members of the BRICS grouping—Brazil spends
around 9.5%, China 5.3%, South Africa 8.5%
and Russia 5.3%. If we look ar the per-capita CHE
(Current Health Expenditure in Purchasing Power
Parity), it is more than $1,500 in Brazil while it is
as low as $275 in India. Even though there is no
global consensus on the minimum threshold for
healthcare spending in a country, it can reasonably
be assumed thar India is not spending enough when
compared to similarly placed countries. Another
disturbing statistic is the government’s domestic
general healthcare expenditure as a proportion
of CHE. The latest figures show that it is around
28%. It was as low as 18% in 2004, before rising
rapidly to almost 29% in 2011. Since then, it has
cither fallen or stagnated and is much lower than
the global average of 59.5%. All of this indicates
one thing—we have failed to invest adequately in
improving our healthcare delivery system.

The southern states have always performed
well in terms of most governance paramerters,
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including indicators which assess the robustness
of healthcare delivery like Infant Mortality Rate,
Maternal Mortality Rate, Under-5 Mortality Rate
and Health Workers per 1000 population.* The last
time National Health Accounts were published, it
showed that southern states have been spending
more money on health than most other parts of
the country. This is reflected in Total Healthcare
Expenditure (THE) per-capita, Government
Healthcare Expenditure (GHE) per-capita and
Out-of-Pocket Expenditure (OOPE) per-capita.
The official case-fatality rates for COVID-19
infections have also been consistently lower in
southern states than the rest of the country.’
Besides, most of the southern states of India did
not see the kind of desperation scene that was seen
on the streets of the Hindi heartland. Though this
evidence is purely anecdotal and most of the states
have been notoriously efficient in undercounting
COVID-19 deaths, it is indeed a pointer towards a
betrer-equipped healthcare system moderating the
impact of the pandemic. There are several factors
which affected the death rates in the COVID-19
pandemic and the comparison between states may
not be logically possible based on one indicator
alone. But largely, we can assume that access to
healthcare during the peak of the pandemic was
determined by the overall healthcare spending
in that state.

Once we reasonably conclude inadequate
healthcare spending as a significant risk factor for
poor access to healthcare and probability of death
during a pandemic, we need to assess the reasons
for this chronic lack of investment. India has a
three-tier system of healthcare delivery, which
places enormous importance on primary care.”
The Primary Health Centres (PHC), which are
supposed to serve a population of 30,000 in rural
areas and 20,000 in Tribal areas or hilly terrains,
form the mainstay of the primary healthcare
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system. These centres are supposed to provide
promotive, preventive, curative, rehabilitatory and
palliative healthcare services, and deal with the
various dimensions of health. Those who designed
the system had also envisaged sub-centres, which
cater to the healthcare needs of small habitations
up to 5,000 in population. Having said that, even
75 years post-Independence we are yet to fully
operationalise these PHCs across the country. It
is estimated that India has a vast network of more
than 200,000 government run PHCs. However,
if we look at the services other than the Maternal
and Child Health (MCH), these PHCs account
for only 119% of the total outpatient services in
rural India, indicating their non-functional or
dysfunctional status in many parts of the country.
The urilisation of services from these PHCs and
their functionalities tend to be better in southern
and north-castern parts of the country. But there
are several studies and reports indicating their dire
conditions such as lack of staff, drug shortages,
poor oversight, low quality of services etc. in many
of the north Indian states. However, the root
cause of these problems could be the lack of real
public pressure on the government machinery 1o
improve service delivery. If the services at the PHC
are deficient, the public seek out other forms of
healthcare services. In most parts of the country,
there is a large system of informal practitioners
who take care of the needs of a certain section of
the population. These informal practitioners may
not be qualified in any way to deliver healthaare,
but they satisfy the demand for medical attention.
We also have a large network of traditional
practitioners and Ayurveda, Yoga, Unani, Sidha
and Homeopathy (AYUSH) doctors who deliver
good quality healthcare services. In a country where
the rise in the price of onions has pulled down
governments, healthcare issues have almost never

featured as an election issue anywhere. Therefore,



the political capital available for healthcare issues
is abysmally low except in times like these. This
is probably the reason why government spending
on healthcare is stagnant at around 1.3%, when
the National Health Policies in 2002 and 2017
recommended it to be raised systemadcally to 2%
and 2.5% respectively.'

Another facet of our healthcare system is the
concentration of these facilities in urban areas,
especially in the private sector. In most of the
populous states, the private healthcare facilities
far outnumber the public ones. The Centre
for Disease Dynamics, Economics and Policy
(CDDEP) estimated that more than 60% of the
healthcare facilities in the country are privately
owned and that only around one-third of these
are situated in rural areas. It means that 65%
of India’s population who live in villages have
access to only around one-third of the healthcare
delivery facilities.” Therefore, the actual brunt
of chronic underspending in the publicly owned
healthcare facility is finally borne by the rural
poor. Having been physically and economically
deprived of access to essential healthcare services,
the overall productivity of this demographic group
will come down further. This sets in motion a
vicious cycle—poor health contributing to lower
productivity, which further disrupts the houschold
food security and access to healthcare. Catastrophic
Health Expenditure is defined as the out-of-pocket
expenditure on health thar accounts for over 10%
of the annual houschold expenditure. Traditionally,
Catastrophic Health Expenditure was higher in
richer houscholds in India, but these numbers have
been rising rapidly in low-income households since
the last one decade, something which can push
people back into poverty.

The lack of access to healthcare is most evident
among the country’s most vulnerable groups.
Even some of the government documents like

the 12" Five Year Plan published by the erstwhile
Planning Commission of India acknowledges it.
It lists out groups like internally displaced people,
nomadic tribes and de-notified tribes as the most
vulnerable.’” Other observers have even suggested
that all the scheduled castes and scheduled tribes
and women are among the vulnerable in the Indian
context. These groups generally have lower access
to healthcare services and the urtilisation rates
tend to be poor. The choices available to them are
low and the financial access to healthcare services
may be poor. Studies have shown that provisions
for free medicines and laboratory investigations
significantly increase healthcare utilisation rates
in public health facilities, showing the importance
of tackling issues of financial access. These access
issues among the vulnerable groups have become
more glaring when it comes to major illnesses
than minor conditions such as acute illnesses,
musculoskeleral pain, etc. The treatment rates
tend to be more or less similar between different
socio-demographic groups in the case of minor
illnesses, while the disparity in health seeking
behavior is quite significant for major illnesses like
cardiovascular disease, diabetes, etc. We can safely
hypothesise that this discrepancy is due to the
differences in access, both physical and economic,
thar is starkly present in these groups,

The solution to most of these issues is increased
government spending on healthcare, focusing more
on the improvement of primary healthcare.!! Some
studies have shown that more than one-third of the
demand for curative services can be handled by
primary healthcare. The promotive and preventive
services rendered through PHCs are also cost
effective, even when we consider a range of outcome
indicators. A robust primary healthcare system
should be complemented by a well-functioning
referral system. Therefore, geographically accessible
and adequately equipped secondary and tertiary
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health services should be made available throughout
the country. This should be funded by tax revenues
and not any forms of insurance which come with
co-payment riders and the probability of rejection
of claims. A Beveridge model, in which healthcare
is financed and provided by the government, should
be the right system for developing countries like
India. With this model, the likelihood of market
failure is low and the government can effectively
control the tariff structures. Any insurance system,
which requires registrations, periodic renewals,
co-payments, etc., are inherently biased against
the most vulnerable sections of society. There are
several innovative financing options proposed for
developing health systems, which include social
impact bonds, healthcare focused investment
funds, micro-credit schemes to stimulate demand
for healthcare services, etc. But none of this can
replace the impact of increased investments by
the government into the health system. In an
ideal scenario, this government investment would
come from general taxation or specific cess/tariff
imposed on specific goods or services, Besides, the
increased investment should not happen through
a mission or project mode. We have seen a rapid
increase in government spending on healthcare
after the launch of National Rural Health Mission
(NRHM) in 2005. But the increases plateaued
out by 201112, once the mandate of the mission
was temporally completed.'” We have seen in the
past that there is a definite shelf life for inidatives
managed in project mode.

The political declaration of the United
Nations' High Level Meeting on Universal Health
Coverage (UHC) laid down an ambitious roadmap
to achieve UHC by 2030." It recognised that
Health-for-All is an integral part of the UN's 2030
Sustainable Development Agenda and stared thar,

“health is an investment in the human capital
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and social and economic development, towards
the full realisation of the human potential.” The
declaration called for resilient, accountable and
people-centered health systems, which are capable
of maintaining the highest levels of quality and
equitable access. The declaration acknowledges the
critical role of the governments in ensuring UHC
and calls on governments to prioritise health in
public spending. Though this was a pathbreaking
document, this has been largely forgotten after
the outbreak of COVID-19. Several important
reports prepared in the light of COVID-19, speak
the language of securitisation and conveniently
push the health system strengthening narrative
into the background, The Independent Panel on
Pandemic Preparedness and Response and the
G20's High Level Independent Panel calls for
establishment of structures which look ar global
health security. Though there is a lot of favourable
text on health system strengthening, these reports
lack any solid recommendartions on increasing
the investments in healthcare delivery structures
in Low-Middle Income Countries (LMICs). The
global policy community cannot allow the narrative
around pandemic preparedness to be dominated
by health securitisation. Rather, it is in the interest
of LMICs to actively seck out a global consensus
on channeling greater investments to advance the
UHC agenda. A holistic approach in which UHC
and health systems strengthening is highlighted as
the comerstone for pandemic preparedness, may
be the only pathway in which there is a direct
benefit to low-resource settings. There is no place
for under-funded piecemeal approaches like the
Pradhan Mantri Jan Arogya Yojana, which aims
to cover 100 million underprivileged families in
the country through a health protection scheme.'
This is to be implemented in collaboration with the

states, with the central government contributing



60% of the finances. But if we look at the allocation
for this flagship scheme for 2020-21, it was a
paltry 6400 crore. Even after accounting for the
contribution from states, the overall allocation for
the health of a family is as low as Rs 1,000 per ycar
for a health protection of 5 lakhs. It also carries
all the baggage of traditional insurance models—
rejection of claims, irrational selection of hospitals,
registration issues, etc.

The third international conference on
Financing for Development came our with the
Adis Ababa Action Agenda in 2015." It called
for nationally appropriate spending targets for
investments in public services, induding healthcare.
The agenda reiterated the importance of investing
in health system strengthening and affirmed the
right of World Trade Organization members to
take advantage of the flexibilities in Trade Related
Aspects of Intellectual Property Righes (TRIPS)
agreement. Cohesive, nationally-owned, sustainable
development strategies, supported by integrated
national financing frameworks will form the core
of Agenda 2030, as per the Adis Ababa Action
Agenda. Though this important policy document
did not lay down any specific threshold for
healthcare spending, the broad call was to increase
the money allotted for health strengthening in
national budgets. That leaves the question of how
much is adequarte spending? Can we have a target,
at least for advocacy purposes in country contexts?
The Abuja Declaration of 2001, in which the Heads
of States of African Union countries commirted to
spending at least 15% of their national budgets
on healthcare, may be the only document with an
international consensus.'* But it's troubling to note
that only two countries have managed to achieve
the ambitious target by 2018.

It is a fact that South Asian governments spend
less on health, education and social assistance, as

compared to their peers in other regions, Though
this region has experienced strong economic
growth since the 1990s, the focus has been
on infrastrucrural improvements and defense
modernisation and not on social sector spending,
Even in countries like Bangladesh, which has done
very well in several health and social indicators in
the last two decades, the social sector spending
is way behind what we see in South-East Asian
Countries or Latin America. This is probably a
reflection of the poor importance accorded to health
and social development, in the rapidly transforming
political landscape of South Asia. The relative
importance accorded to the health and wellbeing
of a person during the time of Nehruvian socialism,
has been more or less replaced by the individualism
propagated by votaries of capitalism. Even in
the vast networks of public healthcare facilives,
several states in India have been very enthusiastic
in designing systems for collecting user fee or co-
payments. Most of these changes have been under
the insistence of the Bretton Woods twins or other
nco-liberal international financial institutions. This
argument for “minimal government, maximum
governance” falls flat when we look at the marker
failure which happened during the initial phases
of the COVID-19 outbreak. Erratic supply
of essential medicines, instances of mediocre
quality treatment given at private institutions and
overcharging for services show that markert forces
cannot be a solution for all governance issues.
There is a need for strong government intervention,
cither as a regulator or service provider, in low-
resource settings. This should be complemented
by increased public spending in the social sector.
As an immediate action, India should be able 1o
raise the spending on health, education and social
assistance to at least 10% of GDP by 2025. This
will also help to cushion the socio-economic impact
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of COVID-19 and ensure that people do not fall
back into poverty. We can also assume that it will
increase human productivity and make a conducive
environment 1o harvest the demographic dividend
that a young population has to offer.

In some states like Kerala, the utility of grassroot
workers like Accredited Social Health Activists
(ASHAs) and Angawadi workers was quite evident
during the early phase of the COVID-19 outbreak.
When the government system was in disarray, these
workers were the vital link between the public and
the formal health system. They were crucial in
educating the public about the discase, providing
intelligence to the health system and idenrifying
beneficiaries for government schemes during the
pandemic. The UHC system suitable for a country
like India would be based on strengthening this
system of community health extension workers
and improving the service delivery in PHCs.
For this purpose, we need more resources in the
healthcare system, right from training of healthcare
professionals to making the supply chains resilient.
But the take-home message is that there is no UHC
without a strong PHC,
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THE COVID-19VACCINE STORY

The Abandonment of Process and Protocol, and
the Demise of the Scientific Method

D. Jacob Puliyel

Twcnty-founh August 2021 marks a
milestone for vaccine science in India. On
this day, the world’s first DNA vaccine,
developed indigenously, was given emergency
use authorisation (EUA) by the Drug Controller
General of India (DCGI). It is also perhaps the
second time in the history of modern medicine that
a drug manufacturer has been granted this approval
without publishing any evidence from Phase II1
trials in peer-reviewed literature.

Conventionally, a killed or attenuated form
of the infectious agent is used to make vaccines.
Its effect is relatively short-lived because activated
lymphocytes destroy the pathogen-infected cells,
limiting the duration of the effectiveness of the
vaccine. DNA vaccination, on the other hand,
involves the injection of a piece of DNA that
contains the genes for the antigens of the virus. This
enters the host cell nucleus, and it is hoped that it
remains as an episome without getring integrated
into the host cell DNA. The inserted, cloned DNA
will direct the synthesis of the antigen it encodes.
The immune system is activated by this antigenic
stimulus. The manufacturers call it “plug-and-play”
technology. The plasmid DNA platform used to
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facilitate the entry of viral DNA into the host
nucleus can be adapted to deal with mutations
in the virus quite easily. As no infectious agents
are used, they are nor capable of precipitaring the
infection it is meant to protect against, the way live
artenuated vaccines do oftentimes.

The reason this has not been used in humans
previously, in other parts of the world, is because
of the huge risks involved (World Health
Organization, 2007). The worst of these risks
may not be evident till many years later. It is
for this reason that the world has exercised great
circumspection with the use of this technology.

The expression of a foreign antigen, in
the long run, may result in an undesired
immunopathological reaction. Anti-DNA
antibodies can result in diseases likeSystemic
Lupus Erythematosus (SLE). We also know that
the antigen expressed in the new COVID-19
DNA vaccine (spike protein) has biological
activity and could cause thrombosis (Kowarz et
al., 2021). However, the injected DNA may not
remain an episome, it may integrate with the host's
chromosome, causing a permanent mutation of
the person’s genome. Germline alteration can be



caused by integration into reproductive rissue.
This can affect fertlity and reproductive function.
There are also considerations of embryo-foetal
and perinatal toxiciry.

If, on account of pure fortuitousness, we avoid
a great human tragedy with the use of this vaccine,
one hopes the lesson we learn is not that due

process and protocol are redundant or unnecessary!

INDIA'S FIRST VACCINE

This is the second vaccine developed entirely
in India. India’s first fully indigenous vaccine
is Covaxin. It is a killed vaccine using beta-
Propiolacrone to inactivate the virus. It was
developed by Bharat Biotech in collaboration with
the Indian Council of Medical Research (ICMR).
Bharat Biotech was given the COVID-19 virus
strain for making the vaccine by the ICMR around
9 May 2020 (ICMR [@ICMRDELHI], 2020).
Within two months of providing them with the
virus strain, the Director-General of the ICMR
Balram Bhargava wrote Bharat Biotech a letter
dated 2 July 2020, It said that the vaccine would be
launched on 15 August 2020 and thar the project
was being watched by the “topmost level of the
government”, He warned that if the investigator
did not begin recruiting trial participants within a
week, it would be “viewed seriously”.

That tryst with destiny did not happen as
scheduled for the 74th independence day of the
country, but by December that year, Bharat Biotech
applied for regulatory approval without publishing
efficacy dara in any peer-reviewed journal. The
approval was given on 3 January 2021 (Press
Information Bureau Government of India, 2021).
Vinod K. Paul, a paediatric doctor and member
of the government’s think tank, NITI Aayog,
commended the Atmanirbhar programme for

developing the vaccine in record time. Even before
the safety tests were complete, the DCGI claimed

Covaxin was “110%" safe.

On 30 March 2021, the Brazilian drug regularor,
Anvisa, conducted an onsite evaluation because
the country had plans tw place an order to buy the
Indian vaccine. Anvisa noted serious problems with
the manufacturing process—they were not sure that
the SARS-COV-2 virus was completely killed and
that it was free of microbial contamination. This
suggests that one ran the risk of getting COVID-19
from the vaccine itself or developing bacterial
sepsis. Furthermore, Anvisa noted that there was

no standardisation of potency from dose to dose
(G1, 2021).

There were also allegations of corruption and
bribing (Wikipedia, 2022). The Brazil government
decided to drop its plan to buy 20 million doses
of Covaxin.

This is a risk with triumphalism in science.
VACCINE EVALUATION

All vaccines have to be tested for safety (they must
not cause more serious adverse effects than the
disease they are supposed to prevent) and efficacy
(that they are effective in preventing the discase
being rargeted). We will discuss each separarely. For
this discussion, it is important to view this from an
international perspective,

Vaccine safety issues
Antibody-Dependent Enhancement (ADE)
Antibodies produced against the virus are generally

protective and control viral infection. However,
we now understand that some antibodies,

paradoxically, help the virus, and the presence of
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these antibodies make for a more serious disease
(Tirado & Yoon, 2003).

The mechanism for this is not clearly understood,
but neutralising antibodies are usually protective.
When the levels of neutralising antibodies are low,
other antibodies, called binding antibodies, begin
to manifest, and this causes serious disease. The
binding antibodies don't eliminate the virus but
merely stimulate a ‘panic button’ in the immune
system. The resulting unregulated cytokine storm
can overwhelm the body and result in multiorgan
dysfunction (MODS) and even death.

In the past we've seen this phenomenon
with other vaccines, such as the vaccine for the
Respiratory Syncytial Virus (RSV). Vaccinated
children had more severe bronchiolitis than
unvaccinated children (Fulginid et al., 1969).
Some studies during the 2009 HIN1 pandemic
had shown people with previous vaccination
against influenza fared worse than the unvaccinated
(Lansbury et al., 2017).

The quadrivalent live attenuated dengue
vaccine Dengvaxia evoked a good antibody
response in recipients, but the vaccinated had a
more serious disease when exposed to the virus in
the next dengue season. Coronavirus is notorious
for causing ADE. ADE has been reported in both
SARS-CoV and MERS-CoV (Lee, 2020).

Spike Protein as Pathogen

Existing use of the spike protein is to stimulate
immune protection. It has been suggested that
the spike protein is a toxin, and if it gets into the
blood, it can cause blood clotting and bleeding
problems, namely Vaccine-induced Thrombotic
Thrombocytopenia (Barnes et al., 2021) and also
heart problems (myocarditis) (Tercatin, 2021; Lei
et al,, 2021; Hippisley-Cox et al., 2021).

These have been reported among the vaccinated.
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VACCINE EFFICACY
Waning Immunity

The United States Food and Drug Administration
(FDA) had stipulated that a COVID-19 vaccine's
efficacy must be ar least 50% for approval (U.S.
Department of Health and Human Services et
al., 2020). The AstraZeneca vaccine was said to
have 63% efficacy, and the vaccines of Phzer and
Moderna were said to be 95% effective. However,
The British Medical Journal (BM]) reports thar
the protection with the Phizer and the AstraZeneca
vaccines wanes rapidly

(lacobucci, 2021).° Peter Doshi, a senior editor
with the BM]J, notes that in Isracl, which has
used the Pfizer vaccine, protection from infection
and symptomatic disease was 64% in the carly
part of July, and it dropped to 39% by the end
of the month (2021). According to his analysis
of a preprint by Phzer, the rapid fall of efficacy
was noticed even before the Delta virus became

widespread (Thomas et al., 2021).

Viral mutation and immune escape

At the beginning of the COVID-19 vaccination
programme, virologist Geert Vanden Bossche
(2021) warned that mass vaccination during a
pandemic was inadvisable, as the vaccine could drive
the virus to mutate and make the vaccines ineffective
~a phenomenon called an immune escape. This is
now realised with the international spread of the
Delta strain of the virus, which has resistance
to the present-day vaccines (Callaway, 2021).

Person-to-person spread

As predicted by virologists like Geert Vanden
Bossche, the virus has evolved vaccine-resistant

murarions like the Delta strain. According to the



CDC (2022), a high amount of the Delta variant
was seen in the unvaccinated people as in fully
vaccinated people. The vaccine is, however, said to
protect against serious illness.

This ability of the vaccinated to spread the disease
demolishes one of the main justifications for
enforcing vaccine mandate—the need to protect
the vulnerable. The unvaccinated are no more a
risk to others in society than the fully vaccinated.

SERIOUS DISEASE AMONG
VACCINATED INDIVIDUALS

On 18 August 2021, President Joe Biden
announced that persons who received the Phizer and
Moderna vaccines would be given a third dose eight
months after they had been given their second dose
(Subramanian, 2021). Hilariously, he has updated
it to five months now (Mendez, 2021)!

Intriguingly, he made the announcement even
before the FDA had evaluated the need for this
extra dose. Ostensibly, this decision was taken to
stymie the spread of the highly contagious Delta
coronavirus variant. This, however, does not ring
true because it is known thar the vaccine does not
prevent person-to-person spread, and in any case,
the Delta variant is resistant to the vaccine,

Rochelle Walensky, the Director of the Centre
for Disease Control (CDC), was more forthcoming
with the truth when she admitted that vaccine
protection was waning. She said that data from
Israel showed an increased risk of severe disease
among those vaccinated early (Reuters, 2021).

This leads one to speculate that AED may have
sct in. As the neurtralising antibodies produced by
the vaccine wane, binding antibodies are causing
the dreaded disease enhancement. This has probably
created panic in the US government, which led it
to announce the need for the third dose before
approval by the FDA. A study published recenty

in the Journal of Infection lends credence to the
COVID-19 ADE theory (Yahi et al., 2021). It is
hoped that more booster doses will boost the levels
of neutralising antibodies, and these antibodies will
prevent binding antibodies from causing serious
disease on exposure to COVID-19. This is what
PE Fine (1997) describes as a salesman'’s dream
and an cpidemiologist’s nightmare. There is, as
yet, no evidence that repeated boosters can keep
AED at bay.

VACCINE MANDATES

Another interesting feature of this COVID-19
pandemic is the threat of vaccine mandates.
Vaccination certificates (vaccine passports) are
being demanded as a condition of employment and
travel (India Today, 2021; Mai-Duc & Chapman,
2021; Schneider et al., 2021)

The vaccine under Emergency Use Authorisation
is not considered a fully licenced vaccine butan
experimental vaccine. In the absence of a licenced
vaccine, such mandates violate the Helsinki
Declaration (1996). Article 25 decrees “The
participation of persons capable of giving informed
consent to medical research must be a voluntary
act. No person capable of giving their informed
consent can be involved in a search (experiments on
humans—an explanation not in the onginal quotc)
without giving their free and informed consent.”

FDA LICENCED VACCINE

On 23 August 2021, the FDA approved a
Pfizer COVID-19 vaccine called Comirnaty
(O'Shaughnessy, n.d.). This approval was given
when only 13 months of its two-year trial
period had been completed. Approval was given
without convening the FDA’s “Vaccines and
Related Biological Products Advisory Committee
(VRBPAC)"—a body of independent experts that
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was set up to ensure that data from COVID-19
vaccine trials are reviewed in a transparent,
deliberative manner (Shah et al., 2020). The
committee will be presented with a fait accompli
at its next meeting.

Now that the vaccine had been fully licenced,

it was felt that it could be mandated legally
(Lovelace, 2021).

Kennedy and Nass (2021) note that the FDA
approval statement mentions that the licenced
vaccine Comirnaty was in short supply while the
old Phizer-BioNTech COVID-19 vaccine approved
under EUA was available for use interchangeably
with the licenced Comirnaty. However, the old
vaccine was still under EUA.

Pfizer licenced vaccine Comirnaty is subject 1o
strict product liability laws, and persons injured by
the vaccine can sue for damages, People who take
the vaccine labelled Pizer-BioNTech COVID-19
have very limited protection in the event of serious
adverse events under EUA rules. Kennedy and Nass
argue that the FDA’s rush to licence Comirnary
knowing full well that the approved drug cannot
be used, being in short supply, is a cynical scheme
to encourage vaccine mandates and to enable Phzer
to quickly unload inventories of vaccines (Phzer-
BioNTech COVID-19) which the Delta variant
has rendered obsolete and which is known to have
caused numecrous serious adverse effects.

LACK OF TRANSPARENCY

Real dara is not being made available. The
incidence of adverse events is not being reported
faithfully (Nambiar, 2021). Vaccines have been
approved without publishing any Phase 3 data
in peer-reviewed journals. Regulators seem to be
colluding with vaccine manufacturers to keep the
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public in the dark by not insisting on publicly
reviewable data on safery and efficacy.

The BM] has gone a step further and argued that
journal publications are not sufficient in themselves.
They are asking for “release of underlying data from
clinical trials to allow for independent verification
of results, assessment of heterogencity of treatment
effects for specific subgroups, and facilitate the
formation of new research questions™ (Tanveer
eral., 2021).

Insisting on raw data implies a distrust of peer-
reviewed literature. This is justified in the light of
recent events when widely trusted, high-profile
medical journals had to admit to publishing non-
verifiable data (Mchra et al., 2020) and the non-
disclosure of conflicts of interest by prominent
authors (Editors of The Lancer, 2021).

SCIENTIFIC METHOD

The biggest casualty in this pandemic is the
scientific method. The scientific method involves
the generation of the hypothesis that the author
tries to falsify himself. Only if it proves impossible
to falsify does he accept the truth of the hypothesis
and publishes it o his peers. His peers must
necessarily challenge the findings and try to
independently falsify the premises and inferences.
In this way, by challenging and verifying findings,
science can self-correct and makes slow but steady
progress. All forms of censorship and everything
that retards the open exchange of ideas saps the
very essence of scientific enquiry. Assuming that
any one authoriry or organisation has a monopoly
on truth against which all other opinions must be
“fact checked” is an anathema to science.

The WHO, however, has a contrary view (Pan
American Health Organization & World Health
Organization, n.d.).



It believes thar the COVID-19 outbreak has
been accompanied by what it calls “a massive
infodemic: an overabundance of information—
some accurate and some not—thar makes it hard
for people to find trustworthy sources and reliable
guidance when they need it". It has spent effort
and money to combar this by censoring social
media and the press. There seems to be no room
for scientific views that challenge the accepted truth
(Corbett, 2021). They are ignored, undermined,
and suppressed. Scientists are afraid to speak up.
Doctors like Pierre Kory, a highly published and
renowned critical care specialist of the Front Line
COVID-19 Critical Care Alliance (FLCCC),
have had to resign their hospiral appointments
for not towing the official line on trearments for
COVID-19 (McGinley, 2021).

“Scientists shouldn't be censoring themselves,”
says Alina Chan, a Harvard scientist who has
contributed to unravelling the COVID-19 origin
mystery. ~ We're obliged to pur all the data out
there, We shouldn't be deciding that it's better
if the public doesn’t know about this or that
If we start doing that we lose credibility, and
eventually, we lose the public’s trust. And thar's
not good for science.” It would cause an epidemic
of doubt, and that wouldn't be good for any of us
(Jacabsen, 2020).

We urgently need to restore the sanctity of
process and protocol and revitalise the scientific
method if we are ro survive this and other
pandemics. Pandit Jawaharlal Nehru famously said,
“Who lives if India dies? Who dies if India lives?”
We may well say: Who lives if science dies? Who
dies if science lives?
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