





involved in the act of valour, rather it is her form
as Durgd which is associated with the killings
and drinking of liquor and blood. The character
of goddess Parvati is carved in a manner more
appropriate for the patriarchal social structure,
whereas Durgd presents a challenge to this
established structure. Her behavior pattern is
strictly prohibited and condemned for a wife. But
she is worshipped in her own right by the same
society. This discussion brings us to a point
where we see amalgamation of tribal and
regional beliefs creates a situation where though
goddess is all powerful but as a consort she has to
be role model of behavior for the wives in
patriarchal setup. The images of women
therefore show the fusion of all the dominating
thought processes; be it her sensual
representation, a docile wife, as @aktl of Tantric
cult or Maya. This presents a very complex
picture and to understand these images lot
remains to be looked in to closely.
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Trends and Patterns of FDI Between India and The LAC
Region
An Initial Exploratory Analysis

Sumati Varma'
Rishika Nayyar’

Abstract- India and the Latin America and Caribbean (LAC) region have emerged as major growth

drivers of the world economy in the last couple of decades. However, trade and investment relations

between these regions have been rather insignificant in the decade of the 1990s, but showed signs of
picking up after 1995. Outward Foreign Direct Investments (OFDI) from the BRICS countries (Brazil,

Russia, India and China) has grown rapidly over the last few years driven by both the large MNEs and
small entrepreneurial firms like the Born Globals. This paper is an initial exploration of emerging
trends in investment between India and the LAC region. It also attempts a motive analysis of FDI
between India and Brazil, which has seen the largest number of deals in the past two decades.
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Introduction

The Indian investment story began in real earnest
with the onset of economic reforms in 1991. Prior
to this, FDI from India, both inbound and
outbound, was insignificant due to the inward
looking protectionist regime. A few Indian
enterprises were investing abroad in the mid-
1960s (Lall 1983), but outward investment
activity was almost negligible. Outbound FDI
(OFDI) has undergone long term transformations
in its character covering industrial structure,
geographical composition, ownership controls,
entry modes, motivations, and sources of
financing since the economy embarked on its
liberalisation journey and has surged forward
since 1991 (Hansen 2007).

India and the Latin America and Caribbean
(LAC) region have emerged as major growth
drivers of the world economy in the last couple of
decades. However, trade and investment
relations between these regions have been rather
insignificant in the decade of the 1990s, but
showed signs of picking up after 1995. The LAC

region is neither an important export destination
nor a significant source of imports, and both
account for less than 4% share of total trade with
India. Investment relations have been similarly
insignificant and over the last two decades, the
Latin American and Caribbean region has
received just about 4% of India's outward FDI.
More than 70% of this meagre amount has been
invested through the British Virgin Islands and
Cayman Islands. Productive investment in the
region as a whole has therefore been quite limited
(ECLAC2012).

Outward foreign direct investment (OFDI) from
the BRICS countries (Brazil, Russia, India and
China) has grown rapidly over the last few years
even though it is a modest amount compared to
the developed world. According to the latest
Global Investment Trends Monitor (GITM,
2013) OFDI from BRICS into other countries has
climbed from $7 billion in 2000 to $126 billion in
2012, rising from 1% of world flows to 9%, and
over 65% of total developing country outflows.
The composition of FDI shows the existence of
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large companies (Ramamurti, 2012), such as
Brazil's Embraer, China's State Grid, and India's
Tata (Guillen and Garcia-Canal, 2009) along
with small entrepreneurial enterprises - the born
global firms. The born global phenomenon has
been reported in Latin America from Costa Rica
(Lopez et. al., 2009) and Brazil (Dib, et. al.,
2010, Ribiero 2011). In Asia, studies include
research on Chinese born globals (Zhou, et. al.,
2007), Indian IT companies (Varma, 2011;), and
Vietnamese companies (Thai and Chong, 2008).

The aftermath of the financial crisis has led
Indian business firms to the search for new
markets and hitherto unexplored destinations for
both trade and investment. Programmes such as
“Focus LAC” are important instruments of the
foreign trade policy, aimed at creating
institutional mechanisms for co-operation,
improved market access and infrastructure
facilities. In this context, the present study is an
initial exploratory analysis of trends in Indian
outbound FDI (OFDI) to Latin America. It
examines, among other things, industry patterns,
motives and strategic intent of India's emerging
investment relations with the LAC region in
general, with a specific focus on Brazil which has
emerged as its primary investment destination.

Trends and Composition of FDI Flows
Between India And LAC

Prior to liberalisation in the 1990s, India's
outward FDI flows were largely limited to its
neighbouring developing countries and were
viewed as its contribution to South-South
cooperation. However, this changed in the early
1990s and the share of FDI from India to the
developed world rose continuously from 24% in
the 1980s to 44% in the 1990s. The year 2000 was
the beginning of an OFDI boom — during the

period 2000 — 07 FDI from India increased to
64% of total FDI. In the period 2002-2009,
Europe received more than US$ 30 billon of
India's outward FDI, absorbing more than 40%
of the total FDI outflow and in the period 2008 -
10 annual average OFDI totalled US$ 17 billion.

During the period 2000 -10, OFDI from India
was led by cross border M&A activity by 306
firms mainly from the IT and pharmaceutical
sector (Varma 2010). The Latin American and
Caribbean region is a large market of 33
countries, with a population of 580 million
people, regional GDP of US$ 4.9 trillion (at
current prices), per capita GDP over five times
higher than that of India, and US$ 1.6 trillion in
merchandise trade, accounting for 6% of the
world total. However, investment relations
between India and the LAC have been rather
insignificant, accounting for merely 4% of FDI
between 2002 and 2010.

The region recorded a growth rate of five per cent
from 2003 — 08 backed by solid macroeconomic
and fiscal management, as well as prudent
financial and banking supervisory practices, and
huge progress in lowering poverty. In this context
India's gradual, but steady, opening to the world
economy, its high savings and investment rate,
and rapidly expanding middle class, whose
demands for western consumer products is
growing in leaps and bounds, offer enormous
opportunities for expanded international trade
and investment.

A firm level analysis of FDI transactions to LAC
between 1991 —2013 shows a total of 140 deals —
out of these only 6 % of the deals were in the
decade of the 90s and the remaining 94 % were
between 2000 —-2013.

TEMPORAL DISTRIBUTION OF FDI TRANSACTIONS IN LAC
Year | IT | Pharmaceuticals | Metals and Energy | Construction | Agriculture Miscallaneous | TOTAL
Minerals Business
1991 ( 1 ( 0 0 0 0 1
1995 | © 5 0 (1) 0 0 (1] 5
1998 | © [ ( 0 0 0 1 1
1999 | © 2 0 0 0 0 0 2
2000 © 2 { 0 0 0 0 2
2001 [ 2 1] 0 0 0 0 1 4
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Fig. 1 Temporal Distribution of Indo — Lac Ofdi

In terms of entry mode, 49% of the FDI deals were in the form of Greenfield investment as wholly
owned subsidiaries, 42% were M&As, 6% were joint ventures and 3% were branch offices.
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Fig 2 Modes of Entry

Industry wise distribution of these FDI
transactions shows that largest share of these
transactions were undertaken in IT industry
(34%), followed by Pharmaceuticals (19%),
Energy (11%), Construction (7%), Minerals and
Metals (6%), Agribusiness (3%), remaining
industries being covered under the head
Miscellaneous.

INDUSTRY DISTRIBUTION

3%

CONSTRUCTION
7%

MINERALS &
METALS
6%

Fig 3 Industry Composition
of Indo — Lac Ofdi

Geographical destination of these flows shows
that 49% of total number of FDI transactions
went to Brazil (36%) and Mexico (13%), making
them the most favoured destination in the LAC
Region. 26% of total transactions are directed
towards three counties: Argentina, Colombia and
Chile. While other countries in LAC, namely,
Bolivia, Costa Rica, Cuba, Dominican Republic,
Ecuador, El Salvador, Guatemala, Jamaica,
Nicaragua, Panama, Paraguay, Peru, Trinidad &
Tobago, Uruguay and Venezuela, each accounted
for mere 1-2% of'total transactions.

Table 2
Indo Lac Ofdi — Industry Distribution Table 4
Geographic Distribution Of India— Lac Ofdi
GEOGRAPHIC DISTRIBUTION
INDUSTRY DISTRIBUTION Argeatina ' il %
INDUSTRIES | Numberof Transactions | Percentage Bolivia 3 3%
IT 47 34% Brazil 50 36%
PHARNA 26 19% Chile 7 5%
MINERALS & 9 6% Colombia 12 9%
METALS | Costa Rica 2 1%
ENERGY | s 11% Cuba 1 1%
CONSTRUCTION 10 7% Dominican Republic 2] 1%/
AGRI BUSINESS 4 3% Ecuador 1 1%
MISCELLANEOUS 29 21%  ElSalvador 3] 2%
TOTAL i 130 100% Guatemala 2 1%
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Jamaica Zli 1%
Latin America 2 1% Table 5
m:“] ‘ 15 3% Fdi Transactions in Brazil
Nicaragua 1 1%
Panama ‘ | % FDI ‘I'R:\NS:\(.’T!ONS IN BRAZIL
3 Te Name Yearof | Mode of Entry Indusiry
Paraguay i 1% Bty
Peru | 8] 8% | Mahindra Satyam " 2010 | Greenfield 1T
Trinidad & Tobago 1 1% Muhindes Sutyam 2017 | Circenficld i
t.'rlgur | 3 2% Mahindra Satyam 2013 | Merger & Acquisition | IT
Venezuela z 1% (Patni Computers 2003 | Greenfield T
] 140 100% TCs 2002 | Greenfield T
[ Infosys. 2009)| Greeiifield (WOS) T
Infosys 2009 | Greenfield (WOS) T
| HCL Technofogies | 2008 | Greefield T
Wipro 200 ) | Merger & Acquisition | IT
[Aptech 2009 | Joint Veame T
Uruguay Munthan Systems 2010 | Greenficld IT
o GEOGRAPHIC DISTRIBUTION o Toboioe | 508 [ Greciid T
Trinidad & V"”“f"‘““‘ Ranbaxy Laboratories 2000 | Greenfield Pharmgecuticals
Tu:likn Paraguay. i |mﬂlllllﬁk 2003 | CGireenfield Phamiasceuticals
. 1% 1‘ Baolivia Glenmark 2004 | Merger & Acquisition | Pharmacemticals
o Nicaragua ) 3% | Glenmark 2006 | Mesger & Acquisition | Pharmaceuticnls
Latin Americ 19 <
(Unknown) Glenmark 1991 | Brunch Office Phurmuceuticals
 Torrent 2002 | Greehfield (WOS) [ Pharmaccuticnls
Bilcare 201 | Greenfield Pharmaceuticals
Zytus Cadita 007 | Mergor & Aoquistion| Phamuceutions
Maneesh Pharma Pyt 2006 | Merger & Acquisition | Pharmaceuticals
Ltd
Clarks Lifesciences 1999 | Greenficld Pharmuceutioals
Aurobindo 1999 | Joint Venture Pharmaceuticals
| Unichem 2007 | Merger & Acquisition | Pharmaceuticals
DH:.:T::.IIJ‘I.:.H Sun Pharma 2010 [ Merger & Acquisition | Pharmaceuticals
A Videocon Industries Lid | 2008 | Merger & Acyuisition_| Mincras & Motls
Bharat Petroresources 2008 | Merger & Acquisition | Minerals & Metals
Aditys Birly Group. 2007 | Merger & Acquisition | Minerdls & Metals
. . . . . Essar Group 2009 | Greenfield Minerals & Metals
Fig 4 Geographical Dlstr}butlon GRGE o Ve s e [Emm
of Indo — Lac Ofdi Videocon International 2009 | Merger & Acquisition | Energy
Bharat Petro Resources | 2009 | Merger & Acquisition | Energy
Suzlon Energy Ltd 2006 | Greenfield Encrgy
OFDIFROMINDIATO BRAZIL Larson and Toubro 2013 | Greemtieid [Cansiniction
Brazil and India have emerged as important  |Lartnand Toubro i ol L U
. . . . |Shri Renuka Sugurs 2010 | Merger & Acyuisition || Agn Rusiness
investment destinations in the world economy. Sturs Hewakia Sugara 2009 | Merger & Acquisition | Agi Business
Taken together they represent almost 4.7 % of | Bujaj Hindusian 2006 | Grogfield A Business
e Mahindra &Mahindra 2008 | Greenfield Miscellaneous
world GDP (ECLAC 2012). Brazil is among R o0 [ G Nidineos

India's top five export destinations for
pharmaceutical products and has also emerged as
the chief FDI destination. As the analysis done in
the previous section shows, Brazil is India's key
investment partner in the Latin American region
accounting for 36 % of OFDI from India between
1991-2013.

The following table shows the firm level OFDI
transactions between India and Brazil giving
details of industry as well as mode of entry.
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TEMPORAL DISTRIBUTION OF FDI TRANSACTIONS IN BRAZIL
Year |IT | Pharmaceuticals | Metals and | Energy | Construction | Agriculture | Miscellaneous | TOTAL
Minerals Business

1991 | O ] 0 ] 0 0 ] 1
1995 0 0 0 0 0 0 0 0
1998 | 0 0 0 0 0 0 0
1999 0 2 0 0 0 2
2000 0 1 0 0 0 0 0 1
2001 | 0O 0 0 0 0 0 ] 0
2002 | 1 0 0 0 0 0 2
2003 | 1 1 0 0 0 0 1 3
2004 | 0 1 0 0 0 0 0 1
2005 | 0O 1 0 0 0 0 2 3
2006 | O 2 0 1 0 l ! 5
2007 | O 2 1 1 0 0 4 8
2008 | 1 0 2 0 1 0 1 5
2009 | 3 0 1 2 0 I 1 8
2010 | 3 | 0 0 0 | 1 6
2011 I 1 0 0 0 0 1 3
2012 0 0 0 0 0 0 0 0
2013 | 1 0 ] 0 1 0 0 2
11 14 4 4 2 3 12 50

The data given above shows that the majority of
FDI to Brazil is in the Pharmaceutical sector
followed by the IT sector.

The Indian pharmaceutical industry ranks 4th in
volume and 13th in value in the world today,
accounting for 8% of global production and 2%
of the world pharmaceutical market (OPPI
2009). It has a production value of approximately
$4.5 billion and employs 5 million workers
directly and 24 million workers indirectly. The
industry structure is dualistic with about 90% of
the 20,000 firms in the small scale sector.

The industry has been governed by a radical
regulatory framework including the Indian
Patent Act of 1970, the Industrial Policy Act,
1991 and the signing of TRIPS in 1995, all of
which have provided the opportunities for
strategic change and renewal of firms in the
industry.

As documented in a previous study (Varma
2010), the internationalization strategy of the
Indian pharmaceutical industry has been a
combination of collaboration with acquisition
driven by the desire to tap the profits from the
generics market opportunity as well as build their
R&D capabilities in order to be able to transition

to becoming a drug discovery firm. It targeted the
western regulated markets for R&D in the
context of drugs, vaccines and diagnostics that
were off patent or about to be off patent. It also
entered into contract research and custom
manufacturing, bioinformatics for genomics
based drug research and clinical trials for the
larger western MNCs. At the same time some
firms were investing in the development of new
drugs for global diseases such as diabetes. This
led the industry on the path of
internationalization through diverse modes of
entry which were motivated by capability
enhancement for drug creation and performing
preclinical and clinical trials to cope with a
changed competitive landscape. It also
simultaneously entered into collaborations and
alliances creating an environment of co-
opetition. The strategy is clearly visible in its
foraysinto the LACregionas well.

Indian FDI into Brazil can be documented in two

phases:

*The first phase from 1994-99, saw a few large
firms such as Ranbaxy and Glenmark which
entered without much preparation and had
to face several challenges.
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* (Chaturvedi).

*  The period from 1997 onwards saw a huge
increase in FDI to Brazil driven by major
policy changes by the Brazilian government.

An analysis of some of the investing firms is as

under :

Ranbaxy Laboratories limited ( Ranbaxy),

incorporated in 1961, is the largest Indian

company in terms of sales, third largest in the
formulations market and occupies the 8th global
rank in the generics market. It pioneered the
exploration of the generics market in India. It has

a major presence in Brazil through a wholly

owned subsidiary which was established in 2000,

taking advantage of the introduction of the

National Policy for Generics medicine in 1999. It

thus became the first Indian company to get its

plants approved by the regulatory authorities of

Brazil. It also has the distinction of being the first

international company to support the Brazilian

government initiative to guarantee and improve
access to generic medicines.

Glenmark Pharmaceuticals, established in 1977,
is a research led API and generic formulations
company. It was among the earliest entrants into
Brazil as an exporter of branded formulations.
Glenmark made its FDI entry into the Brazilian
market through the acquisition of Klinger
Laboratories in 2004. At the time of acquisition,
Klinger had over 20 products registered and
marketed in the country. It also had a
manufacturing facility in Sao Bernardo do
Campo in Greater Sao Paulo.

Maneesh Pharmaceuticals came into existence in
1975 as a small trading facility for biological raw
materials and gradually  expanded into
manufacturing of generics followed by
formulation and marketing of breakthrough
brands. Led by Vinay Sapte, an electrical
engineer, the company made rapid strides in the
global arena through a string of acquisitions after
2006. It acquired Lasa Industria Farmaceutica in
Brazil to establish a manufacturing base for
market expansion.

Unichem Laboratories Ltd was established in
1944. Formulations form the core area of
Unichem's business, but the company also
manufactures active pharmaceutical ingredients

(APIs or bulk actives) and has a presence in
several pharmaceutical products as well. It has
global operations in both the developed and
developing world. In the LAC region it has a
subsidiary in Brazil to focus on the growing
demand for generic products in the Brazilian
pharmaceutical market.

Sun pharmaceuticals was established in 1983 and
is a leading MNE in the API and speciality
pharmaceutical segment with 60% of sales from
international markets. It used domestic
acquisitions to strenghthen its home base and
following the traditional stage model has grown
to have a presence in 30 countries.

Bilcare Research was founded in 1993 as an
innovation led solution provider in healthcare. It
has three main areas of operation -Pharma
Packaging & Research, Global Clinical Supplies
and Bilcare Technologies for brand
authentication and security. Its international
operations spread across all four continents are in
a mixed mode. It has manufacturing and R&D
plants located in Europe, USA and Singapore and
representative offices in various destinations all
over the globe and has a wholly owned
subsidiary in Brazil.

Discussion & Conclusion

This paper is an initial exploration of FDI from
India to the LAC. It was based on a firm level
analysis of FDI transactions to LAC between
1991-2013 and covered 140 deals — the majority
of which (94 %) were between 2000—2013.

In terms of entry mode, 49% of the FDI deals
were in the form of Greenfield investment as
wholly owned subsidiaries, 42% were M&As,
6% were joint ventures and 3% were branch
offices.

Brazil has been the recipient of a major portion of
Indian investment(36%) followed by Mexico
(13%) Argentina (12%), Colombia ( 9%) and
Chile ( 5%). In Brazil the pharmaceutical
industry has received maximum FDI followed by
the IT industry.

Investments have been made by a mix of old and
new and large and medium sized MNEs. This
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includes firms considered veterans in the
industry such as Unichem, as well as leaders like
Ranbaxy and relative newcomers such as Claris
Lifesciences. In terms of size as well, there is a
mix of the large global firms as well as mid sized
MNE:s like Maneesh pharmaceuticals.

Investment was made through a variety of entry
modes — Greenfield, M&A, Joint ventures and
Branch offices.

It is interesting to note that the
internationalisation path followed by all the
MNEs — the veterans such as Unichem and
Ranbaxy as well as the mid sized companies such
as Maneesh Pharmaceuticals has been a
traditional one beginning with exports and then
establishing wholly owned subsidiaries or M&A.
The LAC region recorded a growth rate of five
per cent from 2003 — 08 backed by solid
macroeconomic and fiscal management, as well
as prudent financial and banking supervisory
practices, and huge progress in lowering poverty.
In this context India's gradual, but steady,
opening to the world economy, its high savings
and investment rate, and rapidly expanding
middle class, whose demands for western
consumer products is growing in leaps and
bounds, offer enormous opportunities for
expanded international trade and investment.
This will need a three pronged strategy :
developing joint strategies for trade and
investment promotion; working together on
infrastructure, competitiveness and innovation;
and launching a series of policy dialogues on
inter-regional cooperation.

Further research may be directed at exploring the
issues related to the motivation behind the FDI
from Indiato the LAC.

References

Caves, R.E. (1971). "International corporations:
The international economics of foreign
investment."Economica 38; 1-27.

Child, J. and Rodrigues, S. (2005). 'The
Internationalization of Chinese Firms: A Case for
Theoretical Extension.! Management and
Organization Review, 1(3); 381-410.

Dib, L., Rocha, A. and Silva, J. (2010) 'The
internationalization process of Brazilian
software firms and the born global phenomenon:
Examining firm, network, and entrepreneur
variables," Journal of International
Entrepreneurship, 8(3); 233-253

Dunning, J. (1993). 'Multinational Enterprises
and the Global Economy.' Harlow, UK: Addison-
Wesley

ECLAC 2012: “India and Latin America and the
Caribbean Opportunities and challenges in trade
and investment relations’ ECLAC (2012)
http://www.iadb.org/intal/intalcdi/PE/2012/096
31.pdf

GITM Global Investment Trends Monitor
(2013). Therise of BRICS FDI and Africa.

Guillén, M., Garcia-Canal, E. (2009) The
American Model of the Multinational Firm and
the “New Multinationals from Emerging
Economies.Academy of Management
Perspectives, 23(2), 23-35.

Hymer, Stephens, (1976), 'The International
Operations of National Firms : A Study of Direct
Foreign Investment', Boston: MIT Press

Kindelberger, C.P (1969) “American Business
Abroad: Six Lectures on Direct Investment .
New Haven: Yale University Press.

Lall, S. (1983). “Multinationals from India” in S.
Lall, ed., The New Multinationals: The Spread of
Third World Enterprises (New York: John Wiley
& Sons).

Lopez, L., Kundu, S. and Ciravegna, L. (2009)
'Born Global or Born Regional? Evidence from
an exploratory study in the Costa Rican Software
Industry,’ Journal of International Business
Studies, 40(7); 1228-1238.

Luo, Y. (2000). 'Dynamic Capabilities in
International Expansion,” Journal of World
Business, 35(4);355-378.

Madhok, A. (1997). 'Cost, Value and Foreign

(167)



Market Entry Mode: The transaction and the
firm." Strategic Management Journal, 18(1);39-
61.

Mathews, J. A. (2006). "Dragon Multinationals:
New players in 21st century Globalisation." Asia
Pacific Journal of Management 23: 5-27.
Ramamurti, R. (2012). What is really different
about emerging market multinationals?.Global
Strategy Journal, 2(1),41-47.

Thai, M,T; Chong, L. C. Born-global: The case
of four Vietnamese SMEs. Journal of
International Entrepreneurship, v. 6, p.72—-100,
2008.

Varma, S. (2011).Born global acquirers from
Indian IT: an exploratory case study
International Journal of Emerging Markets, 6(4),

351-368.

Varma, Sumati (2010) Changes in Strategic
Orientation A Study of the Indian
Pharmaceutical Industry, in Thakur and Singh
(ed) How of Strategy, Macmillan India.

Varma, Sumati (2009). 'International Venturing
by IT Firms: A motive analysis.' Journal Of
Emerging Knowledge On Emerging Markets,

1(1).

http://www.icainstitute.org/ojs/index.php/worki
ng_papers/article/view/24/11

Zhou, L.; Wu, W.;Luo, X. (2007).
Internationalization and the performance of
born-global SMEs: the mediating role of social
networks. Journal of International Business
Studies. 38, p. 673-690.

(168)



Paid News in the Indian Media: A deep-rooted malaise
Dr. Surbhi Dahiya and Sachin Arya

Abstract- In the context of the strengthening perception on growing incidents of paid news, this study
makes an attempt to analyze the various nuances of paid news. This research paper tracks down the
blurring boundaries between news, advertisements/advertorials and highlights the efforts made by
individuals and representatives of organizations who have painstakingly chronicled the selling of
editorial space for money, especially during elections. This paper particularly attempts to inform the
reader(s) about the modus- operandi of paid news in India and examine the impacts of the
phenomenon of paid news on the goals of media as a profession and as an industry. The researcher has
also compiled the responses of the Indian media, civil society and the state on the new phenomenon of
paid news. This study is based both on primary and secondary data. News reports in various
newspapers/websites on the subject have been cited in order to understand the phenomenon of paid
news in the Indian media. The views/comments of relevant organizations, deliberations in seminars

and conferences have been added to assess the institutional responses in India towards paid news.

Key Words: Paid news, Indian media, commercialization

Introduction

News is meant to be objective, fair and unbiased
— this is what sets apart such information and
opinion from advertisements that are paid for by
corporate entities, governments, organizations or
individuals. What happens when the distinction
between news and advertisements starts blurring,
when advertisements double up as news that
have been paid for, or when news' is published in
favour of a particular politician by selling
editorial spaces? In such situations, the reader or
the viewer can hardly distinguish between news
reports and advertisements/advertorials.

Of late, the emerging dominant trends in the
media industry especially profit prioritization
has its impacts on the goal of the media. Under
the driving influence of commodification of
news, editorial contents are being sold like other
commodities. This commercialization of the
media content in India is manifested in the
phenomenon of paid news, having far-reaching
implications. Making profit its priority forces the
media to compromise on its primary goal of
providing information on events of public
importance in a fair, objective and unbiased way,
thus diluting its social mission, thereby it ends
up in lowering its credibility and hence the

societal support for its freedom.

Whatis paid news?

The term is used to describe a situation where a
newspaper/television channel or media house
signs a deal with an individual candidate, agrees
to publish a combination of advertisement and
laudatory news items about the candidate,
assures him/her a fixed quantum of coverage
and, for an additional fee agrees to run a negative
campaign against or completely black out his/her
rivals. Sometimes such 'packages' are offered to a

party.

The deception that such 'paid news' involves
takes place at three distinct levels:

1) The reader or the viewer is deceived into
believing that what is essentially an
advertisement is in fact, independently produced
news content.

2) Moreover, candidates contesting elections
do not disclose the true expenditure incurred on
campaigning thereby violating the Conduct of
Election Rules, 1961, which have been framed
by, and are meant to be enforced by, the Election
Commission of India under the Representation of
the People Act, 1951.

3) The concerned newspapers and television
channels usually receive funds for "paid news' in

Dr Surbhi Dahiya is Asstt Prof of Journalism at Delhi College of Arts and Commerce, University of Delhi.
Sachin Arya is an independent researcher. He holds a master's degree from AMU, Aligarh.
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cash and do not disclose such earnings in their
company balance sheets or official statements of
accounts. Thus, by not accounting for the money
received from candidates, the concerned media
company or its representatives are violating the
provisions of the Companies Act, 1956 as well as
the Income Tax Act, 1961, among other laws.

Modus-operandi:
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Tanmoy Chakraborty, OUTLOOK, December 21,2009

The entire operation is done secretly. This
malpractice has become widespread and now
cuts across newspapers and television channels,
small and large, in different languages and
located in various parts of the country. What is
worse, these illegal operations have become
'organized' and involve advertising agencies and
public relation firms, besides journalists,
managers and owners of media companies.
Marketing executives use the services of
journalists — willingly or otherwise — to gain
access to political personalities. So-called 'rate
cards' or 'packages' are distributed that often
include rates for publication of news items that
not merely praise particular candidates but also
criticize their political opponents. Candidates
who do not go along with such 'extortionist'
practices on the part of media organizations are
denied coverage.

Sections of the media in India have willy-nilly
become participants and players in such practices

that contribute to the growing use of money
power in politics which undermines democratic
processes and norms — while hypocritically
pretending to occupy high moral ground. This
has not merely undermined democracy in India
but also tarnished the country's reputation as
foreign newspapers have started writing about,
and commenting adversely on such abhorrent
practices.

In the area of political 'paid news', given the
illegal and clandestine nature of such
malpractices, it is not easy to find the clinching
evidence that pins responsibility for such
practices on particular persons and
organizations. There is however, a huge volume
of circumstantial evidence that point towards the
growing use of the media for publishing 'paid
news' which is form of electoral malpractices.
Identical articles with photographs and headlines
have appeared in competing publications
carrying bylines of different authors around the
same time praising candidates' claiming that both
are likely to win election. Nowhere is there any
indication that the publication of such mews'
reports has entailed financial transaction or has
been sponsored by certain individuals or political
parties.

How editorial space was compromised by
political 'paid news':

Innumerable complimentary 'news' reports and
features articles on representatives of political
parties, including candidates who have been
contesting elections, have appeared in
newspapers and broadcast on television channels
across the country in the run-up to the April-May,
2009 Lok Sabha elections as well as the
September-October, 2009 elections to the state
assemblies of Maharashtra and Haryana. No
disclosure was made before such 'mews' was
printed or broadcast, that money had changed
hands between the concerned candidate or
political party to which he/she belongs and the
owners/representatives of media organizations.

Such malpractices have destroyed the credibility
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of the media itself and are, therefore, detrimental
to its own long-term interests. It needs to be noted
in this context that so long as journalists (in
particular, those who work in rural areas) are paid
poverty wages or are expected to earn their
livelihood by doubling up as advertising agents
working on commissions, such malpractices
would go unabated.

The 'Medianet’
phenomenon:

In pursuing its quest for profits, it can be argued
that certain media organizations have sacrificed
good old journalistic practices and ethical norms.
Individual transgressions — reporters and
correspondents being offered cash and other
incentives, namely paid-for junkets at home or
abroad in return for favourable reports on a
company or on an individual — were, until
recently, considered more of an aberration than a
norm. News that was published in such a manner
was suspect because of the fawning manner in
which events/persons were described while the
reports gave an impression of being objective
and fair. The byline of the journalist was stated
upfront. Over the years such individual
transgressions have become institutionalized.

and 'Private Treaties'

Politics, however, is just one part of the growing
'paid content' menace. The practice is more
rampant among advertisers, who are ever
anxious to catch consumers off guard. “And what
better way of breaking into their mind space than
disguising their brand messages as news, which
is more credible and convincing than raw
advertising,” says Santosh Desai, managing
director and CEO, Future Brands, the custodian
of various brands owned by the country's largest
retailer Future Group, according to areport.

No points for guessing that such content is priced
at a premium, ranging from 10 % to 100%, vis-a-
vis regular ad rates and media owners, some
driven by their ambition to grow bigger and
others by fear of extinction, have taken the route
with no qualms of conscience. The result has
been the emergence of practices such as private
treaties. Launched by Bennett, Coleman and Co.
Ltd. (BCCL) in 2002, the practice — which

involved deals with potential advertisers, who
could not afford expensive mainstream
advertising, in return for equity shares in their
companies — was initially disparaged by rivals
but in the last two years, several of them have
joined the bandwagon. Shiv Kumar, CEO, Times
Private Treaties, says his clients get no undue
editorial coverage in any of the BCCL
publications, but there have been reports in the
past with some evidence to prove that such
clients wield influence outside the advertising
space as well.

Desai, whose company is a private treaty client of
BCCL, says the bigger issue is not whether
private treaty clients manage to trespass into the
editorial space. “The operative factor for me is
that when news space is up for sale — and we all
know that it is through private treaties or other
arrangements — there will be buyers for it,
especially, when it serves their needs.”

Meanwhile, according to Shiv Kumar, who
heads BCCL's private treaties division, “the
business is going strong” and in the past when the
economic downturn was at its peak and
advertising spends had been drastically cut by
most companies, he managed to sign 30 to 40
new clients.

“The other arrangements” that Desai refers to,
include businesses such as Optimal Media
Solutions (OMS), again floated by BCCL. OMS,
as evident by the name, provides media solutions
other than regular advertising to companies and
also runs a public relations division, Medianet.
Some of the solutions provided by OMS include
displaying promotional contents as part of
editorial content. At least two Mumbai-based
leading companies admitted that they have been
using the service. When asked if a more than a
year-long series of articles on its premium skin
care brand Olay in Delhi Times, the city
supplement of The Times of India, was part of its
paid marketing campaign, a spokesperson for
Proctor & Gamble, India said: “It is well known.
Itispaid for. .Itis a marketing initiative. .”
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Reportson “paid news”:

The phenomenon of paid news has received
public attention and has prompted a debate at
various platforms. Some of the deliberations on
paid news are reproduced here which would help
the reader(s) make informed judgments on the
emerging phenomenon.

Press Council of India on Paid News:

In July 2009, the watchdog of the print media
industry, PCI, constituted a two member sub-
committee to examine the paid news
phenomenon. After considering written and oral
representations made by over a hundred people
over a period of more than six months, a report
running into roughly 36,000 words was
presented to the Council. The report of the sub-
committee mentioned scores of instances of paid
news, named names and detailed the
phenomenon, before making several diverse
proposals that could curb malpractices in the
media.

The events that followed the submission of the
PCI sub-committee's report in April, 2010, need
to be recounted. The Council's then Chairman
Justice G.N. Ray appointed a "drafting
committee" which prepared a shorter report
(running into roughly 3,600 words or a tenth of
the length of the sub-committee's report) that, by
and large, contained the concluding observations
and recommendations of the sub-committee. On
31 July that year, the Council decided by a show
of hands of the members present and voting that
the full report of the sub-committee would not be
appended with the report that would be presented
to the Ministry of Information & Broadcasting.

The voting process itself left much to be desired.
No formal record of it was made and no votes for
or against were recorded. Twenty four of the
thirty members in the PCI (including its
chairman and secretary) attended the 31 July
meeting — making it one of the most attended
meetings of the Council. Twelve members
opposed the sub-committee's report being
attached to the final report, and three abstained.
Only nine members of the PCI, less than a third,
voted in favour of the proposition. The result was
that the 36,000 word indictment of the corrupt

practices of a section of the Indian media
contained in the sub-committee's report was
sought to be reduced to a footnote, as a document
for 'reference’.

Discussion of '"Paid news' in Parliament:

On March 5, 2010, the Rajya Sabha took up a
discussion on paid news on the basis of a calling
attention motion moved by Sitaram Yechuri of
the Communist Party of India —Marxist, in which
the Union Minister of Information and
Broadcasting Ambika Soni and the Leader of the
Opposition in the Rajya Sabha, Arun Jaitley of
the BJP participated. Here are excerpts from their
speeches.

Yechuri stated paid news was “not merely a
serious matter influencing the functioning of a
free press, but it is an issue that also concerns the
future of parliamentary democracy in India”. He
added: “The health of our democratic system
rests on the inviolable principle of sovereignty
being vested with the people. The people's
representatives, through the legislative bodies,
exercise vigilance on the government or the
executive thereby making it accountable to the
people. The sovereignty of the people, therefore,
is established through this system and this
inviolability is crucially dependent upon
unbiased information and the proper news that
the people receive. So, the role of the Fourth
Estate or the media has always been very crucial
in disseminating unbiased information to the
people and helps them understand the policies
that are involved in governance as also to decide
as to who would be capable of effective
governance in the country. So, this is an issue that
not only affects the media or the Fourth Estate but
it also affects the future of parliamentary
democracy in our country....providing access to
unbiased, unfiltered and objective news or
information is the role that media is supposed to
play. This comes under very severe strain with
the emergence of the paid news syndrome.”

“....Aserious effort needs to be made to ensure
probity and accountability on the part of media
houses. As per reports, the size of the 'paid news'
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market in Andhra Pradesh in the elections in
2009 alone was over Rs 1,000 crore (this is a very
gross underestimation). In Maharashtra, which is
the cradle of 'paid news', the size of the market
has reached a figure of some thousands of crores.
It was for this reason that I said on some other
occasion that elections in India are the single
largest stimulus for the economy.”

Jaitley said: “Today, 'paid news' is passed on to
the viewer/reader without even mentioning that
this is just another form of 'advertisement' and is
nothing more than propaganda; and if the gullible
viewer or reader is asked to absolve that, that
affects the human mind. When we grow in terms
of economy, let us not forget that while industries
can shape the economy of the country, media will
shape the human mind. Therefore, those who are
in a position to pay more for this adulterated
information are shaping the human minds in this
country accordingly. No student of constitutional
law will ever tell you that 'paid news' is free
speech. At best, it could be trade, it could be
business, and, therefore, the government has to
take this out of the arena of free speech and put it
in the arena of business or trade, all in public
interest, rather than leaving it in the hands of the
toothless wonder called the Press Council of
India.

“The world over, regulators have now started a
new system. Prosecutions take years and years
and nobody is scared of them and so the
regulators hear these matters and deterrent
penalties are imposed. Look at the competition
law. If somebody is accused of cartelization, the
penalty will be ten times the volume of business.
So, it may be Rs 50 crore or Rs 100 crore. In the
case of media organizations, you need not be so
harsh; it could be lesser. But certainly, it has to be
a deterrent penalty. In the case of (a) candidate, it
has to be an offence under election laws of the
world.... (The phrase) 'corrupt practice' must be
amended in the Representation of the People Act
and this should be a ground for setting aside the
election and disqualifying the candidate and if
parties indulge in this...there must be action
against this.

Soni stated: “In recent months, there have been a
number of media reports that sections of the print
and electronic media have received monetary
considerations for publishing or broadcasting
news in favour of particular individuals or
organizations or corporate entities, what is
essentially 'advertisements' disguised as 'news'.
This has been commonly referred to as the 'paid
news syndrome'. It has been reported that the
owners of some media organizations have
financial relationships, including share-
holdings, with advertisers.

Further, cases have been reported wherein
identical articles with photographs and headlines
have appeared in competing publications
carrying bylines of different authors or
sometimes even without bylines, around the
same lime. On the same page of specific
newspapers, articles have been printed during
elections, projecting rival candidates, both as
winning candidates! While it is widely agreed
that it is not easy to find proof for such
malpractices, there exists strong circumstantial
evidence.

“This phenomenon of 'paid news' is therefore, a
serious matter as it influences the functioning of
a free press. The media acts as a repository of
public trust for conveying correct and true
information to the people.

However, when paid information is presented as
news content, it could mislead the public and
thereby hamper their judgement to form a correct
opinion.

Thus, there is no denying the fact that there is an
urgent need to protect the right of citizens to
correct and unbiased information. It is important
that all sections of society should introspect on
this issue as it has wide-ranging implications for
our democratic structure.”

Parliamentary Committee Acknowledges the
'Paid News' Problem:

On May 6, 2013, the Parliamentary Standing
Committee on Information Technology headed
by Rao Inderjit Singh released a report dedicated
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to 'paid news'. The 136-page report largely
repeats what has been already stated by various
observers of the 'paid news' phenomenon.
Nevertheless, the document is valuable and
progressive as it is a consensus document in
which elected representatives have explicitly
acknowledged the problem and urges the
Ministry of Information and Broadcasting to
earnestly begin working towards a solution.

Deliberations on 'Paid news' at seminars and
conferences held:

1- In his inaugural address at a workshop
on “Parliament and Media” that was held
on November 4, 2009 at the Parliament
House Annexe, New Delhi, the Vice
President of India and Chairman, Rajya
Sabha, Hamid Ansari said that the
explosive growth in the media in the
country had highlighted the fact that the
Fourth Estate is the only one among the
pillars of democracy that has an
identifiable commercial and explicitly
for-profit persona. He said that while the
primary professional duty of media
organizations is to their readership to
keep them informed and appraised with
news, views and ideas, the commercial
logic brings in a new set of stakeholders
in the form of the shareholders of these
companies.

“These developments have brought into
focus new considerations that guide
professional media decisions. Today, the
demands of professional journalists are
carefully balanced with the interests of
owners and stakeholders of media
companies and their cross media
interests. The interplay of these
conflicting demands is evident and
subject of public debate.”

2- Speaking at a seminar organized by the
Press Council of India on November 16,
2009, at Hyderabad to commemorate the
National Press Day, the Chief Minister
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3-

of Andhra Pradesh Shri K. Rosaiah
referred to the “paid news” phenomenon
and said “a dangerous tendency that has
been gaining ground is the resort to what
is described as paid coverage especially
during elections”. He added:
“Advertisements paid for in cash by
different parties or candidates are being
published or telecast, camouflaged as
news and features. Sections of the media
guilty of such practices are undermining
democracy either wittingly or
unwittingly. A candidate with immense
money power can create an illusion
through media that he is winning and
influence voting behavior since people
are given to bet on a winning horse.”

The Chief Minister further said: “I
would not be true to myself, the people
of'the country and Press Council of India
if I do not draw the attention to the
growing nexus between journalists on
one hand and politicians, businessmen
and other celebrities on the other, I am
told there is a price for everything. And it
is a win-win situation for both sides.”
Turning to the Chairman of the Press
Council of India, Justice G.N. Ray, who
was presiding over the seminar, he said:
“I appeal to the Press Council of India to
arrest such media aberrations since any
government intervention in media
freedom will be a remedy worse than the
disease.”

At a seminar organized by the Editors'
Guild of India, the Indian Women's Press
Corps, the Press Association and others
on “paid news” in New Delhi on March
13, 2010, leaders of the Congress, the
BJP and the CPI-M condemned the
malpractice of “paid news” and
suggested that the Representation of the
People Act be amended to declare “paid
news” as an ‘“electoral malpractice”.
Leader of Opposition in the Lok Sabha
Sushma Swaraj (BJP), CPI-M general



secretary Prakash Karat and Congress
spokesperson Shri Manish Tewari called
for steps to check the malpractice of
“paid news”, which had been widely
witnessed in the run-up to the fifteenth
general elections held in 2009.

Karat said that self-regulation by media
would not be enough to solve the
problem and hence suggested that “paid
news” be declared an electoral
malpractice. He also said that “the
Election Commission cannot take any
action unless the Representation of the
People Act is amended.” He added that
“if existing laws do not allow this, then
suitable changes can be made” while
noting that the model code of conduct for
elections does not cover the problem. He
said that a major hurdle in checking the
“paid news” syndrome was that there
was no record of money exchanged in
the deal. Those who paid money should
also be held accountable, he said.Karat's
suggestion of declaring “paid news” as
an electoral malpractice was supported
by Swaraj and Tewari.

Swaraj said that in her own constituency
of Vidisha in Madhya Pradesh, her own
media officials had told her how they
had been offered a “package of up to Rs
one crore by a media organization” to
publish “news” in her favour and print
her campaign photographs. “I rejected
them all,” she said, adding that this
phenomenon had become
institutionalized over the years.

Tewari said that there was a need to
address the “contradiction between
freedom of press and the freedom of the
owner of press”. Stressing self-
regulation for the media, he also called
for giving statutory basis to the model
code of conduct for elections and said
that he too would provide details to the
Election Commission of India if asked
for.
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Tewari said that there was a need to
address the “contradiction between
freedom of press and the freedom of the
owner of press”. Stressing self-
regulation for the media, he also called
for giving statutory basis to the model
code of conduct for elections and said
that he too would provide details to the
Election Commission of India if asked
for.

Election Commissioner S.Y. Quraishi,
who was also present at the seminar, said
the Election Commission only had
powers when elections were taking
place when it could “roar like a tiger”. It
wasup to legislators to use their power to
halt the menace. He promised that the
Commission would augment its own
machinery, but pointed out that only
circumstantial evidence had been put
forth so far. There was no transactional
evidence that would hold up to legal
scrutiny, he said, adding that no political
party had made a formal written
complaint to the Election Commission
asyet.

To mark World Press Freedom Day on
May 3, 2010, the United Nations
Information Centre, in association with
the Rai Foundation and India
International Centre, organized a panel
discussion titled: Press Freedom:
Fettered by Paid News?

A distinguished panel of editors and
media analysts discussed the
phenomenon of 'paid news' and its
implications. The panelists included
B.G. Verghese, N. Bhaskara Rao, Sumit
Chakravartty, Pankaj Pachauri, Pamela
Philipose. The discussion was
moderated by R. Sukumar, Editor,
MINT.

The discussion began with the
participants setting out the problem. All



of them acknowledged that the
phenomenon of paid news had been
around for a long time but had now been
“institutionalized”. Some felt that the
recent recession had helped trigger the
paid news process.

Verghese observed that in the 1990s,
when the press was 'de-regulated', it saw
a surge in advertising, resulting in
increased competition, a proliferation of
newspaper editions, and the weakening
of editorial control. Pachauri also felt
that increased competition and low
profitability had led to a spurt in paid
news'.

Bhaskara Rao, however, argued that
paid news had nothing to do with global
economic ups and downs, nor was it a
recent phenomenon.

Philipose said 'paid news' was part of a
trend in which the media had narrowed
its focus to the top two quintiles of the
population. The distinction between
reader and consumer had been erased,
she added.

All agreed on the need for enforceable
norms and standards, although they
differed on the nature and extent of
regulation. Verghese suggested the Press
Council of India be given more teeth, i.e.
contempt powers and the power to
summon. Chakravartty said that self-
regulation would not be adequate and
that laws were required to deal with the
problem. He stressed, however, that
while 'paid news' violated electoral laws,
company law and the Income Tax Act,
any complaint made under such laws
would have to withstand legal scrutiny.

Pachauri suggested that publications
could consider having a 'paid news'
section so that its readers would not be
misled. He also favoured regulation by a
government body with judicial powers.
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Transparency, he remarked, would have
to be 'enforced'. Philipose, on the other
hand, felt that self-regulation 'should be
the norm', and that while she was not
against external regulation, it would
need a 'thinking' regulator, one that
would take into account the nuances of
regulating something as varied and
complex as the Indian media.

Observations:

The concept of “paid news” introduced by some
lecherous news organization has put the Indian
media in a very peculiar and embarrassing
situation. Except some, Indian media
organizations are devoid of any form of social
responsibility. It is perhaps no surprise that there
exists a sophisticated persuasion industry,
spanning politics, business, sports and
entertainment, which aims to use the media as
brand battle ground —to shine a politician's image
right before an election, to provide publicity for a
movie — and do it sneakily, pretending to be
straight piece of news.

There is an entire range of such insidious
practices, from private treaties to advertisements
in return for buying up newspapers and inflating
circulation, besides more complex kinds of
implications — impacting both reportorial and
editorial fronts. For too long, much of the
mainstream media in India has gotten away with
prissy exhortations to transparency,
responsibility and ethics even as their own
marketing departments are busy shelling.

To be fair, many newspapers and TV news
networks have instituted a set of norms, but they
need to be held to their word.Sections of the
media that are complicit in this selling might feel
clever about the way it swells their coffers, but
are oblivious to the way it imperils their
foundations.

At atime when media outlets are staving off the
avalanche of amateur content and trying to
convince the world how desperately it needs
them — that journalism is a vital tool for public



trust, a must for a full throated democracy — this
is exactly the kind of practice that punctures the
grand talk.

The politician is smart and knows that the
freedom of the press in India is not specifically
mandated or guaranteed, either by the
constitution or any specific laws.

Though the phenomenon of widespread practice
of “paid news” has been verbally confirmed and
vindicated by politicians and campaign
managers of political parties, there is no recorded
documentation that would firmly establish that
there has been exchange of money between
media houses/advertisement agents/journalists
and politicians/political parties. The problem in
establishing the practice of “paid news” is simply
one of obtaining hard proof or conclusive
evidence. However, the huge amount of
circumstantial evidence that has been
painstakingly gathered by a few well-meaning
journalist(s), like P. Sainath, goes a very long
way in establishing the fact that the pernicious
practice of “paid news” has become widespread
across media (both print and electronic, English
and non-English languages) in different parts of
the country.

The basic ethos of our society are being
weakened, step by step, by striking the hammer
at the very remarkable institutions which uphold
our much acclaimed Indian culture. Our media is
on the verge of sabotaging the trust reposed by
the citizens of India. What is the way out when
so-called guardian of democracy fails
completely?

Suggestions:

a) Disclosure practice: This should happen at
two levels. One, news media must state any
conflict of interests in the course of news
coverage and presentation. Two, the media
should also disclose their own ethical code or
standards. They should indicate the responsible
person for such disclosures periodically, like the
reader's editor, ombudsman or a panel of internal
and external experts. The disclosures should also
be of revenues, linkages with other industries and
corporates, and shareholding in other media.
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b) Redressal arrangements: Complaints about
any aspect of media operations have positive
implications — for content. There should be some
provision for readers and viewers to “write back”
or “talk back” and for an explanation in turn by
person responsible in the news media.

The Reader's Editor of The Hindu has set a good
precedent in taking note of complaints and
explaining wherever necessary. News
media should promote such arrangement so that
readers and viewers are aware of it.

¢) Dependence on ratings/rankings: They are by
corporate instruments, not editorial ones.
Discussions on the pros and cons of this
syndrome need to be encouraged and promoted
so that more reliable and relevant criteria can be
evolved in such a way that the credibility of the
news media is retained.

d) Media watch: Academic bodies, independent
research agencies and civil society groups should
be encouraged to monitor media contents and
articulate their views from time to time. Several
such media watch groups are needed in the
country.

e) Governments media campaigns, other than on
specific occasions, should be discouraged six
months before elections.

f) It should be mandatory for all
candidates/political parties to fully disclose their
equity stakes and/or financial interests in
newspapers/television channels on which news
about their candidates/parties as well as
interviews with candidates and/or
representatives of the political parties are
published or broadcast. If a candidate is being
interviewed or given positive publicity on a
particular newspaper/television channel, the
association (financial or otherwise) of the
candidate with the newspaper/television channel
ifany must be disclosed to the reader/viewer.

g) Section 123 of the Representation of the
People Act, 1951, should be amended by
Parliament to make the practice of paying for



All these initiatives would, to an extent, curb the
phenomenon of “paid news”.
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