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CENTRE-STATE RELATIONS

A sordid state of affairs that
must be overcome

Central agencies,
schemes, near-monopoly
over sources of funds
have altered the federal
balance the Constitution
envisaged. Regional
parties must fight this

MILIND SOHONI

at played out in Maharashtra

‘ ;‘ / mayappearastheusualstoryof

aregional partyanddefections.

But it is also another sordid episode in

the vicious and destructive war between

centralising forces within the Indian

polity and developmental and cultural

aspirations of people expressed through
regional parties.

An important player in this particu-
lar episode has been the Enforcement
Directorate, ED for short, an arm of the
central government entrusted with the
prosecution of the Prevention of Money
Laundering Act (PMLA). The Act was
firstpromulgated by Parliamentin2002,
tofightdrugmoney. Itdefinestheoffence
of moneylaunderingasthe transfer, con-
cealment, use of, or even to claim as un-
tainted, the proceeds of crime. The Act
empowers the ED to suo motu identify
suspects engaged in money laundering,
to attach their properties and to request
their arrest, all based on a single writ-
ten statement submitted by the ED toa
special court. Moreover, the ED has the
righttosuspendallfinancial transactions
of the persons or their businesses for a
period of sixmonths. In other words, the
centralgovernmentcan, throughitsown
special agencies, hold, arrest, or disrupt
thelivesand businesses of individual citi-
zensatitsdiscretionwithoutrecoursetoa
civil court.

What role does ED play in the prose-
cutionoffinancial crimes? Ananswertoa
questionin the RajyaSabhathisyearstat-
edthatpropertiesworthaboutRs19,000
crore have been attached by the ED and
returned to public sector banks (PSBs)
during the course of the PMLA. Now,
compare thatwith the total unpaidloans
(or, non-performing assets) of the PSBs,
whichstandataboutRs5.4lakhcroreto-
day,ofwhichRs3.2lakhcrorewereadded
inthelasteightyears. Thus, theroleofthe
ED in clawing back the money owed to
PSBsissmall. So,whatuseis ED?

Alot,itturnsout! Somel4 MLAsofthe
previous Uddhav Thackeray dispensa-
tion in Maharashtra, constituting about
10%ofitsstrength, had been summoned
bvthe EDunderthe PMLA. Inadditionto

this, several political leaders from other
regional parties, their family members,
and even participantsinvarious protests
are now being investigated by the ED.
And yet, how many of those responsible
for the NPA accounts in PSBs are under
investigation is not known. This is how
the ED and PMLA have become players
in Maharashtra politics.

The fact is, the stakes are different for
regional partiesand national parties,and
so are their ambitions. For the national
parties, the imagination is still of a si-
multaneous concentration of power and
wealth and unaccountability such as last
seenintheMughalera. Thisisunderlined
by the centrality of Delhi and the subsid-
iaryrole of thestatesin theroll-out ofthe
programme of national development.
The national parties have pursued this
vision since Independence.

The primary obstruction to this cen-
tralisationhasbeenthe Constitution, with
several inconvenient provisions on the
distribution of power between the states
and the Centre. Foremost among them
is assigning to the states the delivery of
mostdevelopmental needssuchaswater,
education, energy, public health, trans-
port,etc. GivenIndia’ssize, geographical
andsocial diversity,and the nature of the
developmentsector, thiswasbutnatural.
But thislimited the ability of the national
partiestoprojecttheirbenefaction tothe
common peopleresidingin the districts.

This has largely been overcome by
morethanahundredamendmentstothe
Constitution,aworld record,and several
Actsof Parliament which limit the politi-
cal spaceofthestatesbut createsopportu-
nitiesforthe centralgovernmenttointer-
vene. This includes regulating the space
for the states to conduct Science, design
curricula, develop standards, gather in-
formation, or certify professionals. Then
there are centrally sponsored schemes
funded by imposing cesses, direct bene-
fittransfersand otherinterventions that
distort the developmental trajectories of
states. Perhaps the most egregious are
the GST and theIAS, which circumscribe
the ability of the states to tax and to ad-
minister themselves.

Most regional parties have worked
within the space defined by the actions of
the national parties. They have accepted
their intellectual limitations, their inabil-
itvto conduct basic studies. to formulate

aschool curriculum, manage electricity,
ormeasure publichealth.

But there are exceptions. The south-
ern states have expanded the space of
activities for both regional parties and
their State agencies. They have conduct-
ed independent industrial policies and
expanded the role of the State in most
developmental sectors, including both
school and professional education. They
have come up with pioneering studies in
several developmental sectors, the most
recent example being the Tamil Nadu
report on NEET, the entrance exam
formedical colleges. And theyhavebased
this on the right to cultural and develop-
mental self-determination as enshri-
ned in the Constitution. The results
arethereforalltoseeinmostdevelopment
indicators.

Whatshouldotherregional partiesdo?
Theymustfirstunderstand thattherules
of mobilisation of funds have changed.
The NPAs of the PSBs may well be per-
forming assets for national parties, but
that is outside their gaze. On the other
hand, theirownactionsarevisibletocen-
tral agencies and open to hostile action.
Regional partiesshould explain thissitua-
tiontothevotersandsolicitfundsthrough
other means, includingtheso-called elec-
toral bonds. They should educate voters
on why regional parties are important,
about the ongoing consolidation of the
national economyinto the handsofafew
merchant families and its consequences
forregional industriesand employment.
They must also pursue, through all con-
stitutional means, to push the envelope
onNPAsand financial rationality. Indeed,
a concerted demand from the states for
greater accountability from the central
governmentwouldbeanimportantstep.

But there are other avenues, too. The
much-needed correction in historical
narratives presents new opportunities
for political and economic analysis. The
Mughal empire, its centralised bureau-
cracy and consequent stagnation, the
emergence of merchant finance and its
role in the perpetuation of exploitation
--all offer interesting parallels today.

Butthelong-termstrategywouldbeto
dipintoandutilisethe egalitarian culture
and civil society traditions of the broad-
er society in states like Maharashtra. To
strengthen citizenship and social com-
prehension through enhanced access
to mabhiti, i.e., actionable information,
and gaavki, i.e., a fraternity for collective
action. To develop the capacity within
their universities to undertake study. Fi-
nally, toinculcate in their youth an alter-
native formulation of Scienceand Culture
as locations for them to engage with the
problems of the present.

(Thewriter teaches at IIT Bombav)
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