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Parents, Guests, and Welhamites,
It is with great pleasure that I present to you, for 
the last time, the founder’s edition of the
Innoventure. This issue marks the end of the 
third year for this magazine and I am glad to
see the increasing interest in this publication that 
the students of our school have shown. In
this little duration, this publication has become 
an important part of our school and I am
certain that it will keep getting better as time 
passes.
Writing about business or economic issues is 
difficult being in high school. Students would
read about something in newspapers and then 
rewrite similar content in their own language
for the school publications. When I became the 
head of this magazine, I observed the
content of most articles being polarised due to 
the influence of mass media. I advised my
editorial team that it is okay to make mistakes or 
have minor loopholes when writing, but it is
of prime importance that your work reflects your 
original opinions on an agenda. After all this
time, I am pleased to see students present unique 
thoughts and improvise their thinking
skills.
The theme for this issue is ‘economic nationalism’ 
which is a topic that is highly relevant in
current times. The trade war between the United 
States and China, Britain&#39;s exit from the
European Union, and India’s Make in India policy 
are all testimony to how the modern world
is becoming increasingly nationalist. In this issue, 
we have tried to cover major issues
surrounding the rising global nationalsitic wave 
and have presented our opinions on what
countries should do in order to protect the long 
term interests of the world economy and
maintain stability.
This is also the last issue for the teacher-in-
charge of this publication, Mr. Rajeev Bhatia,
and on behalf of the editorial board, I would like 
to sincerely thank him for all the hard work
that he put and support that he provided to ensure 
the regular release and success of this
magazine in our school. I would also like to thank 
the rest of the teachers in the Commerce
department who worked relentlessly towards 
making the magazine better. In the end, my

heartfelt gratitude to the entire editorial team who 
supported me all year to make this
publication a success.

Presenting to you, The Innoventure!

Signing Off,
Shreyansh Jindal
Editor-in-Chief
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After Joe Biden takes over the United 
States courtesy a historic and nail-biting 
election, there are some changes which are 
set to come. Joe Biden should effectuate a 
magnificent transformation in America, be it 
economic in nature or forging relations with 
other countries. According to some reports, 
Biden needs to maintain good relations 
with the other countries for stabilizing the 
economy during his presidency. Biden’s first 
challenge would be to heal the economy, as 
it is suffering a bit too much because of 
the Coronavirus Pandemic. A great 
solution to this would be to boost 
aggregate demand which means 
reaching for that bitter pill of tax and 
spend, increasing taxes to fund an 
increase in the way the Government 
spends. To do this, Biden will have 
to overcome various blockades in 
the form of opposing politicians, 
but it won’t be an easy task.

 
To elaborate, the Republican-dominated 
senate will play a significant role. 
The Senate can cause Biden 
discomfort in many ways even after 
he becomes the President. He can’t 
make any decisions and pass bills 
without the Senate’s votes and approval. 
As mentioned, it would not be easy for 
Biden to pass any bill or law or order if the 
Senate is from the Republican Party, 
as they will do everything to undermine 
Biden. President Biden would have to cajole 
the Senate Republicans to come along and 
permit fiscal spending, to use Government’s 
revenue collection to influence the country’s 
economy. If this isn’t possible, we can 
expect more instability, in the U.S and 
global markets. Biden’s relations with the 
Senators really matter for the U.S economic 
growth and everything which happens within 
America. Biden could use executive orders 
to bring about change, but the only way to 
bring lasting change is to get those bills to 
pass the senate.

 

Among the many things, which Biden has 
to look into, the priorities should be the 
pandemic and the economic growth. There 
were issues which Trump never approved 
of-- be in the Paris Convention. He threw a 
wrench in it just because of not agreeing 
with it despite research proving him wrong. 
Thankfully, Biden is going to undo Mr 
Trump’s actions and the US will re-join the 
convention, which is the first thing he wants 
to do, as he has mentioned. It is a piece of 
transcendent news for all of us. Biden has 

also talked about renewable energy 
and his presidency increased the 
chance for legislation, which is 
good news for all of us as Trump 
has referred to wind turbines to be 
a cause of cancer, this is a massive 
upgrade. Biden heavily benefited 
from having Kamala Harris’s name 
on his ticket. The racial movement 
which started in the summer affected 

the U.S elections pretty massively, 
because most of the black votes went 

to Biden, and this can also be attributed 
to Kamala Harris as she’s the first black 

and woman Vice President. U.S and 
India relations would also be affected 

massively because of Biden and it is 
pretty good news for the Indian Left Wing 

because Biden also opposed CAA/NRC and 
showed solidarity the Indian activists. After 
P.M. Modi’s extremely vocal support for Mr 

Trump, we can only hope that V.P. elect has 
some affection for her mother’s homeland 
and chooses to be the voice of moderation. 
Economically, Biden’s Presidency is a good 
piece of information for the United States, as 
everybody is confident that he would handle 
the presidency better than Trump. Biden 
should change, the United States’ shabby 
reaction to the pandemic proceeding his 
inauguration on January 20th, which would 
help them both on the economic front and 
with the healthcare system.

Pranay Dhaka
IX

India has been rather desperate in its attempt 
to promote economic growth, from completely 
closing its doors to a global market to a jump 
to liberalise the economy, governments 
have tried everything including a blend of 
socialism and capitalism. Although, India 
opened its doors to international trade but 
has been reactionary with its traditionalist 
stance of trade protectionism and economic 
nationalism. We’ve frequently witnessed the 
Government’s attempt at swaying foreign 
companies to move to India and asking for 
more and more Foreign direct investment 
by displaying India as a perfect location for 
setting up shops. On the contrary, we see 
the Government’s ‘Make In India’ scheme 
and the soaring belief that we can produce 
everything in India. Indians have also been 
constantly encouraged to buy and consume 
Indian products, further citing problems for 
foreign firms.

 However, we can’t have it both ways. To 
direct focus, we can take the example of the 
world’s largest economies, China and the 
United States. Mao’s call for self-reliance and 
the USA’s call for economic growth didn’t 
come with opportunist strategies. While 
Mao said that China couldn’t rely on foreign 
aid or flunkeyism and added that they rely 
on their own efforts of production starting 
with grain and cloth, the USA opened doors 
for innovation and hard work through its 
largely liberal capitalist plans. China built 
its industrial infrastructure rapidly through 
the years that followed and the USA had 
innovative minds working on new ideas and 
opening up spheres from all sectors.

 India’s trade deficit with China and the 
current outrage has led to the introduction of 
a policy encouraging self-reliance focusing 
on swift changes rather than long-term 
structural changes necessary for bolstering 
self-reliance. Poor infrastructure, strict 
policies, low productivity and weak human 
capital, a relatively closed economy, tariffs 
and duties have made India less attractive to 
inward FDI, while India’s domestic industry 
has faded because of low public spending 
and lack of liquidity restricting domestic 

companies from entering global markets. 
It is possible to be both self-reliant and 
globalised at the same time; trade in itself 
does not create dependence if a country is 
able to cultivate the culture of  both exports 
and imports. China has demonstrated the 
geo-economic power of both exports and 
imports by making trade partners dependent 
on it on both counts, therefore, if an economy 
is willing to live without those imports or can 
substitute them with domestic production, 
then it is not badly hurt. India can inch closer 
to becoming a powerful economy with an 
attractive outlook for production so that 
companies set up production in India while 
indigenous manufacturing and services can 
become more efficient.

 For India to be self-reliant it has to bank on its 
already developed industries by making the 
whole cycle work domestically, for example, 
the pharmaceutical sector which imports 
most of the important raw material including 
the Active Pharmaceutical Ingredient from 
countries like China, but if that stops, 
India’s pharmaceutical industry will have 
no competition for the coming years. The 
agriculture sector is another large contributor 
to the economy but agriculture has fertilizers 
as a very important component which is 
not produced entirely in India since 70-80% 
of the components of fertilizers is imported 
but we can acquire technology to produce 
the same. Technology and other necessary 
equipment have to be developed in order 
to reduce import dependence on defence 
equipment, electronics, pharmaceuticals and 
several other sectors that are indispensable 
to find indigenous alternatives. For India 
to be truly self-reliant public investment in 
education, human resource and research 
and development has to increase. Our Prime 
Minister might encourage consumers to buy 
Indian products and make promises related 
to self reliance, but self-reliance is still a far 
cry. So, take those 8 p.m. speeches with a 
pinch of salt.

Hrittvik Moody
XI

Changes Set to Come After Biden 
Takes Over The U.S.

India’s aim of self-reliance
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What is an auction and what is the best way to 
hold one?
The Nobel prize is considered a suitable 
determinent for the heighest achiever in one of 
six fields, namely Economics, Literature, Physics, 
Medicine, Chemistry, and off course, the well 
known Peace Prize. As a reader aware of the 
nature of this magazine might have guessed, this 
article is going to be a discource on the winners of 
the Nobel Prize in Economics, or more specfically, 
their work. 

Due to the nature of our times, an award in a 
mostly theoretical feild which has little controversy 
around it did not attract the attention of the wider 
public this year. Which is a shame, considering 
how pertinent the topic was to the world we live 
in. This year, the Nobel Prize in Economics, was 
all about auctions.

Now most of us have a mundane, hollywood 
inspired, idea of what an auction is.  Some might 
have gained a little experience from eBay, but the 
author is confident that that is pretty much the 
limit of Welhamites auctioneering experiences. 
However, very few of us realise the true value of 
an auction, or its usefulness beyond gauging the 
value of art. Auctions are considered an extremely 
efficient way of building markets and correctly 
determining how we value items, and this makes 
them, and the science behind them (conveniently 
called auction theory) extremely important in the 
field of economics. After all, economics is in fact a 
study of how people interact with things of value. 
Moving on, this article aims to cover three crucial 
aspects about Auction Theory. 

First, a little background information for the 
layman, including relevant examples and context. 

-Second, the special contribution to this theory by 
the winners of this years Nobel Prize in Economics

Third, how this knowledge can be utilised in the 
formation of better and more efficient economies. 

Now firstly, it is important that the reader shed 
some of their prefabricated opinions about 
acutions. They are surprisingly complicated, 
much more than a bunch of people with paddles 
and hammers, and each aspect of an auction 
can be easily changed by a small modification to 
the rules of the game. In most cases, the base 
objective of an auction, much like any other 
transaction, is that the seller get the best possible 
price in exchange for whatever product they are 
selling. The outcome of an auction, commonly 
reffered to as a precurement, decides if this 

objective was achieved or not, and this outcome 
rests on three main factors.
 
1.) The first is the rules and format of the auction. 
For example, some auctions are silent auctions, 
where bidders do not know each other bids, while 
in other auctions, bidders publicly announce the 
prices they are willing to pay.

2.)The second factor is the object being 
auctioned, and weather its value is constant 
for all the bidders. For example, some auctions 
contain family heirlooms or jewelery, to which a 
certain emotion is attached, while some auctions 
might just concern simple consumer objects like 
electronic gaming equipment. 

3.)The third factor is uncertainity, namely, who 
knows what. Is it something with a lot of free 
information and a public evaluation, like real 
estate and cars, or is it something obscure, like 
say an empty storage unit which might, or might 
not, contain objects of value (Cue: Wildy popular 
television show, Storage Wars)
By tinkering with these factors and modifying 
them, we can create more value for every 
participant in the transaction, but before studying 
the proposed changes, one must be informed of 
the current modus operandi, and understand the 
status quo. 

English Style Auction:
Usually, auction houses physical and online, use 
the popular “English System” which got the name 
because Engand is where it was first used. In this 
system, the auctioneer offers an item, and the 
participants constatly try to outbid each other until 
one person quotes a price that no other bidder can 
compete with. The idea behind this is to find the 
person willing to pay the highest price for a given 
item. At that, the English system succeeds. The 
problem is, that the objective of the seller at an 
auction is not to find the person willing to pay the 
highest price, it is to obtain the highest price, and 
this is where a conflict arises. Suppose there is a 
small plot of land being sold besides Pacific Mall, 
and two parties register to buy this peice of land. 
Now, one of them is a common man who wants 
to build a house, with an upper limit of 30 lacks. 
The other party is a corporation, wanting to build 
a parking lot, with an upper limit of 50 lacs. Now, 
due to the nature of the land, the corporation will 
obviously earn a lot of money from developing a 
parking lot, and hence they are willing to pay a 
lot more for the same land as compared to the 
common man. In such a case, once the bidding 
begins, the corporation easily oudbids the man 
until his upper limit of 30 lacks is reached, and 

Auction Theory
the corporation gets the land for a lump sum of 
35 lacks. Now, this is not the situation that serves 
the best interests of the seller. This example is 
meant to illustrate that on one end, the seller has 
found the bidder willing to pay the highest price 
for the land. But, he has not reieved the highest 
possible price for the land, and this puts him at a 
comparative loss. And this is the fundamental flaw 
with this extremely popular system. It will never 
attract the highest possible price for an item. It 
only attracts a price one increment higher than the 
second highest bidder. 

Dutch Style Auction: 
In this, rather unheard of system, the opposite 
approach is tried. The price for the object being 
auctioned is initially quoted at its upper limit, and 
then gradually lowered until one bidder decides 
that they should buy. People might be motivated 
to wait and hope than the price of, to continue the 
afformentioned example, the plot of land besides 
Pacific mall continues to fall. But, someone like the 
corporation in the example, who wants to convert 
the land into a parking lot, will be more motivated 
to buy at its upper limit (of 50 Lacks), because they 
don’t want to risk loosing out potential profits, and 
are unaware of when the common man will start 
bidding (which they will have no way of knowing). 
This style of auction, while theoretically wonderful, 
is exceedingly unpopular, mostly because they are 
presumed to be a little unethical by potential buyers. 
Moreover, they tend to remove a lot of emotions 
that drive auctions in the real world. These factors, 
combined, lead to something called the winners 
curse. In our example, the corporation might be 
pleased at winning the auction, but one can be 
faulted for not excepecting a little unhapiness on 
their end after they find out that they overpaid by 
25 lacks for the land. 

A Comparision between the two Formats 
And here, we arrive at the Nobel laureate’s 
first contribution to auction theory. Prof. Paul 
Milgrom and Prof Robert B. Wilson are behavioral 
economists, and they arrived to the conclusion 
that people dont tend to constantly behave in the 
most logical way. They discovered that the less 
information a person had about an auction, the 
less likely were they to want to participate in it. 
This means that the heard mentality that comes 
into play in an English auction drives the price up, 
as much as the many uncertanaties of the Dutch 

auction, like if the bidder is overpaying, drive the 
price down. Due to these factors, our awardees 
discovered that in a regular competetive auction, 
the sellers could excepect the same price from 
both the English and the Dutch method.  

More Faulty Assumptions:
One mistake most of us make when it comes to 
an auction is the assumption that the participants 
are nothing but competetive. There is widespread 
awarness about anticompetetive behavious by 
large corporations. Companies that initially drive 
out their competition by low prices, and once 
they have cornered the market, increase the 
prices to disproportionately increase their profit, 
are commonplace. This can be done by a single 
company, called a Monopoly, or it can be done by 
a group of companies (like the telecom industry 
before Jio) called an Oligopoly. This is illegal, and 
most governments around the world are commited 
to preventing this. But the same collusion can 
occur on the other side of the equation too, that 
is, between the buyers. Returning to the previous 
example of land outside a mall, the corporation 
can meet with the common man and explain how 
due to their greater recources, it is gauranteed that 
they will win the auction. Then, they can convince 
this common man to not bid in the auction itself, 
in return for a small fee, off course. This way, the 
company can make itself the sole bidder. So, if the 
land is initially being sold at 20 Lacks, without the 
common man (who is content with his fee) to drive 
the price up, this company can buy the land for a 
small price above that, for example 23 Lacks, with 
the additional cost of the common man’s fee. This 
is, off course, illegal, but it is extremely hard to 
track. Moreover, the examples we have used are 
extremely simplistic, and our stakeholders have 
been small scale. Now, small scale auctions with 
a lot of bidders are usually really hard to collude 
in, but there are some auctions, like the telecom 
auctions of a country, where only a few entities in 
the world have the recources to bid, and in these 
cases, collusion is likely. This mirror image of an 
oligopoly has a name, an Oligopsony, a market 
form where the number of buyers is small and 
suppliers are competing to sell their products to a 
small number of (often large and powerful) buyers. 

-Mrinank Chander
 XI
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has faced a technical recession during the first 
two quarters of the fiscal year where the GDP 
contracted about 24% due to the decrease 
in consumer demand during this pandemic , 
however economists predicted that the GDP 
will revive over the next two quarters. 
If nationalism is the new approach for reviving 
economy the government has to bring some 
drastic changes to the secondary sector. This 
decade will be dominated by automation, 
robotics, AI, 3-D
Printing , and for that india needs to start 
investing and supporting these sectors and 
for that there is an urgent need for coherent 
planning and infrastructural development. I 
think the government should address these 
issues with the same zest it took care of the 
ayodhya dispute or the integration of Kashmir 
as these are important for improving the lives 
of its citizens. Now to sum it up let’s see what 
can be the way forward for india.
The most primary and important thing for india 
is to work out a balance between making itself 
an integral part of the global supply chain while 
promoting and empowering local industries 
so that they are capable of competing at the 
global level. Economic nationalism is rising but 
we should know that india’s competitiveness 

will be unshackled not by clamping down on 
imports and persuading everyone to go local. 
Rather, the small industries    will become 
more recognized globally when they are in a 
competitive environment aided by government 
that makes doing business easy.
Instead of turning its back on globalization 
, india should play a leadership role in 
strengthening the international economic 
architecture, otherwise we may end up making 
a terrible mistake by considering global trade 
to be a zero sum game.

-Sarthak Singhal   
XI

I THINK IT’S A MESSAGE OF ECONOMIC 
NATIONALISM. IT’S OBVIOUSLY ONE THAT 
HAS BUBBLED UP BEFORE IN CERTAIN 
POCKETS, BUT IT’S NEVER BEEN THE SORT 
OF POWERFUL PHEOMENON THAT IT’S 
TODAY.

-BEN DOMENECH

The rise of economic nationalism has been a 
matter of grave concern for the capitalist world 
since the onset of the pandemic. The virus 
led to the decaying of capitalist system . The 
various lockdowns across the globe caused 
problems in economic globalization and each 
country is now mainly concerned about the 
protection of its “own” economy.
Before talking about the effects of economic 
nationalism it is necessary to understand 
this topic thoroughly. Economic nationalism 
or patriotism usually highlights the ideology 
that favours State intervention over other 
market mechanics. The Government not only 
controls external relations but also mobilizes 
internal resources.  The rise in economic 
nationalism undercut the culture of liberalism 
and discourages political cooperation between 
countries. It arises when the countries start 
believing that they can improve employment 
issues , living conditions ad their overall 
economy by breaking away from bilateral or 
multilateral agreements. The United Kingdom 
breaking from EU is one such example. A 
nationalists economy involve policies such 
as domestic control of economy and capital 
formation by imposing restrictions on flow of 
goods capital and labour. 
This emergence of the economic nationalistic 
ideologies cannot only be attributed to the 
pandemic whereas it is true that nationalistic 
interests have proved to be paramount during 
the pandemic. Another set of reasons for the 
rise is that not every country benefits equally 
from the liberalism of economic activity 
because it has its winners and losers. Now 
moving forward I will answer the question   we 
are concerned about-what does the rise in 
nationalism mean for India?
People may argue that nationalistic approach is 
the way forward for india ,we cannot ignore the 
fact that being too nationalistic at the expense 
of trading partners can be counterproductive. 
In a world where the economies of each 
country are interdependent being nationalist 
can be a zero sum game .

‘Vocal about Local’ is the paradigm of this 
trade protectionism and is based on a flawed 
and oversimplified economic logic that 
domestic manufacturing and distribution can 
be resurrected by encouraging and sometimes 
even forcing customers to buy products ‘made 
in india’. The loophole in this method is that by 
only focusing on manufacturing and distribution 
and not  improving the quality of our products 
we cannot compete at the global level and 
cannot sustain our economy. Howerever, the 
policy measures adopted to achieve this goal 
are unsound.  India’s experience of the four 
decades after independence gives ample 
evidence that a protectionist and a highly 
controlled economic model does not provide 
a competitive and proficient secondary sector.
The BJP government clearly wants to 
strengthen local businesses and make them 
efficient to compete at the global front and 
make india a manufacturing hub like China. The 
prime minister has used the disruption caused 
by the pandemic as an opportunity to push india 
towards developing its manufacturing prowess 
and emulate china’s export driven rise. With 
right policies and meticulous planning india can 
achieve its goal over the next decade. India 
like many other countries across the globe 

Cover Story
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HarsHad MeHta - scaM 1992
was intrigued by his lavish lifestyle. She was 
particularly drawn by the fleet of cars he owned 
that included cars which were rarities and even 
a dream for the rich in the 1990’s. She further 
investigated the sources, which lead to such 
exponential rise in his wealth 
over such a short span of time. Eventually, on 
23rd April 1992, the untold truth behind Harshad’s 
practice of manipulating shares was brought to 
the public eye by Sucheta Dalal, who published 
an article in the Times of India. In November 
1992 ,Harshad Mehta along with his brothers 
,Sudhir and Ashwin, was arrested by the Central 
Bureau of Investigation.

Effect on the Economic and Political 
environment

When the scandal was exposed, the banks from 
which Harshad had borrowed money started 
demanding it back and the shareholders started 
selling their shares. In less than two months after 
the scam was exposed, the stock market had 
already lost a trillion rupees.
The opposition demanded the resignation of the 
Finance Minister Manmohan Singh. The RBI 
Governor S. Venkitaramanan. Singh offered 
his resignation, which was rejected by Prime 
Minister P. V. Narasimha Rao.

-Rudraksh Mehta
XI

Harshad Mehta- eminently known as the big 
bull or the raging bull of india- orchestrated the 
1992 scam. He deceived the entire nation with a 
colossal amount of over ₹4000 crores surpassing 
the amount of money lost in the Nirav Modi or Vijay 
Mallya scam. Nineteen years after his death, the 
boy from Kandivali chawl, is a subject to multiple 
web series and a film, coincidentally starring the 
son of the man he fancied being compared to. 
He was the ‘common man’s hero’ who died in 
custody with 600 civil cases and 72 criminal cases 
against him. In a country wrapped in outdated 
laws and bureaucratic red tape,Harshad made 
his way to a Marine Drive penthouse, with ‘risk 
hai to ishq hai’ as his mantra.

Harshad spent his early childhood in Mumbai’s 
Kandivala, where his father, Shantilal, ran a 
small textile business. After he completed his 
graduation, he indulged in peculiar jobs such as 
a cement contractor, insurance clerk, and many 
other sales related jobs. Perhaps what makes 
his story more interesting is despite embarking 
on a journey with a minimal amount of ₹40 in his 
pocket, he over time managed to persuade the 
whole country in such a massive way. In 1981, 
when he discovered his interest in the stock 
market, he quit his job as an insurance agent. 
Rather, he started working as a jobber (a client 
who brings clients to the stock market broker) 
for broker Prasann Panjivandas in Mumbai, 
whom he considered as his guru. Eventually, 
having learned a lot about the stock market and 
yearning to do something of his own, he quit his 
job and established his own stock brokerage firm 
under the name “Growmore Research and Asset 
Management”

Background of the Fraud 

The banks are required to maintain a certain 
threshold of government fixed interest bonds. 
The minimum threshold that the banks had 
to maintain as bonds in the 1990s was set at 
38.5%. This percentage that banks have to 
maintain in the form of bonds or other liquid 
assets is known as the Statutory Liquidity Ratio 
(SLR). The banks at times may have temporary 
surges in the Net Demand and Time Liabilities. In 

such times, banks would be required to increase 
their bond holdings. Rather than going through 
the whole process of purchasing bonds, banks 
preferred a system where they were allowed to 
lend and borrow the liquid securities through an 
RFD (Ready Forward Deal), a 15 days secured, 
short term loan from one bank to the other. The 
collateral here is government bonds. Now Rather 
than actually transferring these bonds, banks 
would issue BR’s (Bank Receipts), which were a 
more convenient of short term transfer.

The Role Played By Harshad Mehta

Brokers in the markets played the role of 
intermediaries between two banks in the RFD 
system, where they were supposed to act as 
middlemen: helping borrowing banks meet 
lending banks. A broker’s role should have ended 
here in exchange for a commission. Harshad 
mehta used to broker these Ready Forward 
Deals. He managed to convince the banks to 
draw Bank Receipts in his name ,and transfer 
the money into his personal account to buy 
securities for them from other banks. He used 
this siphoned off money meant to address the 
requirements of the banks for his own benefit of 
buying securities in the share market. With this 
he promised the banks higher rates of interest. 
In the meantime, he used this money to buy 
shares, consequently hiking up their prices. 
Seeing an exponential increase in price, people 
would get excited and follow him by investing 
money in the same shares causing the share 
price to rise even more. When the share would 
rise to a certain level, Harshad sold the shares 
thus earning a great amount of profit. Thereafter, 
he would slowly liquidate his shares, pay off the 
siphoned off money to the banks and pocket the 
enormous difference caused by the rising prices. 
This resulted in stocks like ACC to rise from ₹200 
to ₹9000(4400% increase) in merely 3 months. 
He took advantage of these loopholes in the 
banking system and continued this practice on a 
massive scale. 

In the Upcoming years Harshad’s business 
experienced a meteoric rise and was running 
smoothly until a journalist Sucheta Dalal 
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Business is an occupation which delivers 
satisfaction and returns margins( profit 
), it is like opening a relationship account 
with your customers. But the main idea 
is to make the maximum out of the trade. 
In accordance with this, there  are a lot of 
people who misuse the fundamentals of 
business and use it in an inappropriate way. 
Banks are the most common instruments 
who help people ( businessmen ) to commit 
frauds. India has seen many such cases of 
monkey business and is full of people who 
aren’t caught in indulging in such practices. 
To make people aware of these cases 
which led India into mayhem, Netflix has 
created a docudrama named BAD BOY 
BILLIONAIRES which portrays the biggest 
frauds in Indian history. 

1.) Vijay Mallya 
The flamboyant liquor master once called 
as the King Of Good times is being chased 
by almost every institution in the country for 
the astronomical  nine thousand crores he 
owes to its lenders. Besides his flourishing 
business in the liquor industry Mallya also 
put his hands in the airline business which 
took huge loans from banks and ended 
up not returning them. After his father’s 
death he was the Chairman of the famous 
group United Breweries in which he saw 
the potential growth of the liquor industry. 
At one point Kingfisher Airlines was India’s 
second largest aviation company, which 
still was hardly making anyprofit. To start 
international flights he then bought the 
company Air Deccan. This purchase 
created a lot of debt for his company. 
Eventually, the company did not do well and 
its expenses were more than its income. 
The state of the company was appalling 
and they also had not paid the salaries of 
their staff for 7 months. He fled to London 
after this mishap. 

2.) Nirav Modi 
Here comes another tycoon who was Here 
comes another tycoon who was called the 
master of gems in his golden days. Nirav 
Modi, the owner of Nirav Modi Diamonds 
was a very skilful and intelligent person. 
But his intelligence back kicked him very 
hard. Punjab National Bank is known for 
many such fraud cases and has lost up to 
twenty thousand crores in total because 
of frauds. Nirav Modi bribed the officials 

of Punjab national bank to give him loans 
on no collateral. After the staff of the bank 
was changed all the information came into 
light and his eleven thousand crore rupees 
fraud was exposed. Following the footsteps 
of Vijay Mallya, he also escaped to London 
after this crime.  

3.) Subroto Roy 
He was the owner of the auspicious Sahara 
He was the owner of the auspicious Sahara 
group which dealt with the business of 
chit fund. When Sahara thought of listing 
its conglomerate into the stock exchange 
it released its IPO. Later, SEBI found out 
that Sahara’s two companies had raised 
funds illegally from around 2 to 2.5 crore 
people from very poor backgrounds. The 
amount was a whopping rupees twenty 
four thousand crores. After a year the case 
was registered as a money laundering 
case and Subroto roy was sent to Tihar jail. 

-Mitansh Narang
XI
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When the pandemic began, myriad scientists 
scrammed for their labs and the race to 
develop an effective vaccine kicked off. Right 
on its heels, another race to acquire these 
vaccines was underway. Countries such as the 
United States and the United Kingdom made 
multi-million dollar deals with pharmaceutical 
companies, who had prospective vaccines in 
development, to acquire doses before anybody 
else. The deals that the US made provide it 
priority access to a total of 800 million doses of 
vaccines developed separately (over 2 doses 
per capita) and the UK secured access to 
340 million doses which is about 5 doses per 
capita. While the rich and developed countries 
revel due to a secured supply of vaccines, 
the developing ones don’t afford to spend so 
much money on vaccines whose success is 
not guaranteed. In these cases, the limited 
manufacturing capability to make vaccines 
by rich countries to hoard vaccines they don’t 
need. On the other hand, poorer countries 
can’t get timely access to immunisation and 
their population continues to suffer. Hence, 
the waves of nationalism continue to divide 
the world in times of global crisis. 
Vaccine nationalism is not unprecedented, 
during the H1N1 influenza (swine flu) pandemic 
of 2009, developed countries hoarded 
vaccines and many developing nations did 
not get them. Only when a few months passed 
and developed countries knew that they did 
not need more vaccines, they released 10% 
of their stockpiles to others. However, this 
time around The WHO and Gavi International 
built a platform – Covax- to ensure equitable 
distribution of vaccines for Covid -19. They 
plan to provide vaccines to the at-risk people 
in member nations, including healthcare 
professionals and security workers, initially 
covering 3% population of each nation and 
later taking it up to 20% of the population (those 
who are more vulnerable).  Superficially, it 
seems to be a great initiative which effectively 
counters vaccine nationalism, but almost 
everyone ignores a major loophole. Due to 
the side
 deals made with companies such as Pfizer Inc, 

Johnson & Johnson and AstraZeneca Plc, the 
number of vaccines the platform will allocate 
will be small. Companies will have to first fulfil 
their commitments to the developed nations 
before Covax comes into play. This situation 
becomes extremely problematic because the 
world might have a vaccine but it won’t stop 
the pandemic. This is because even if the EU, 
US and countries are vaccinated completely; 
over 100 countries will only have a dwindling 
supply of vaccines and won’t slow down the 
virus sufficiently. India is in a similar fix.
Let’s take the example of the vaccine 
developed by the American pharmaceutical 
company- Pfizer and the German biotech 
firm BioNTech. The late-stage trials show 
90% efficiency in preventing Covid-19 and 
the developers are hoping for emergency 
use authorization from the US Food and Drug 
Administration. Considering that happens, 
there are multiple issues with this vaccine 
coming to India. Firstly, deals for millions of 
doses of the vaccine were made moths ago 
between the companies and western countries. 
According to current estimations, Pfizer and 
BioNTech expect to produce up to 50 million 
vaccine doses in 2020 and up to 1.3 billion 
doses in 2021. The Indian government did 
hold a preliminary meeting with Pfizer’s Indian 
subsidiary after the Stage 1 results came 
in, but there was no conclusive agreement 
resulting from the meeting. Secondly, there will 
be many logistical issues. India doesn’t have 
a cold-chain to store the vaccine below the 
required temperature -90 Degree Fahrenheit. 
Moreover, it requires two doses at a gap of 2 
weeks, making it extremely difficult to ensure 
proper administration of the vaccine. India is 
focused on the candidates tested by Serum 
Institute of India, Bharat Biotech, Zydus Cadila, 
Dr Reddy’s Laboratories and Biological E and 
are yet to release late-stage trial results. All 
in all, we still can’t say when exactly will a 
vaccine be available.

-Viraj Lohia
 XI 
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The political virus in the global firmware

TTiktok, a software not very different from 
a concept of social media but focused on 
entertainment. As time passed, we all learned 
to criticise this application because of its 
origin and its content. Regardless of these 
facts, Tiktok achieved heights in a very short 
period compared to Facebook, Instagram 
and Snapchat, etc. This was because of the 
way Tiktok organises content for its audience, 
unlike every other social networking platform 
that recognise our media network by our 
followers, friends alike. Tiktok generates the 
users’ network basically by the time of videos 
we watch in our feed, we just have to open the 
app and start scrolling. This very innovation 
was the reason for Tiktok’s success around the 
world. Tiktok is owned by a company named 
Byte Dance which is not funded by the Chinese 
government body, unlike Huawei, and stands 
on its own. The fact that such a global company 
could develop without any aid by China is 
remarkable in itself given the fact that China has 
great firewall security and tends to control its 
private sectors. As countries suspect Chinese 
apps, mainly Tiktok because of its popularity, 
they leak user data to the government. People 
are claiming to be less concerned about data 
collection and more about targeted operations 
that are difficult to detect. Because Tiktok 
has maintained the level of app access, the 
Chinese intelligence services could use it as 
a way to surveil specific users or for gathering 
compromising information. The FBI is already 
suspicious about Chinese spies stealing US 
trade secrets, so that same access is even 
scarier for companies such as Amazon, which 
might have tech that China wants to steal. 
As long as the Chinese government can put 
pressure on their private sectors, there will be 
ways to snoop on users without raising any 
alarms. Although, we have to understand even 
after these claims that Byte Dance has stated 
that no US user interface data was leaked to 
the Chinese government even though it may 
be a possibility. The innovation and hard work 
put into this software which is then brought to 
us gets sandwiched due to political reasons 
around the world. Being the middleman in war, 
these global companies get sprayed by every 
side. In a world of development, we should 
work upon global economic stability and 
development rather than trying to suppress 
other bodies. Not only Tiktok, but many 
companies have faced such situations. This 
splitting of the world wide web which should 

be common and accessible to everyone is 
bringing the era of internet division, commonly 
known as the splinternet. The factor which was 
to unite is now  stopping the reach of unity and 
globalism. We have reached a stage where we 
need an antivirus to make this political virus in 
the firmware snap out of existence.

-Trayambak Pathak

IX

Battlefield - Economics
The greatest financial crises in the history of the 
world. Words often used to describe the 2008 
financial crisis. This cannot be further from the 
truth. In 2008, the world economy shrank by one 
per cent. Compare this to 1929. Worldwide GDP 
dropped by...15%. But then the great depression 
simply...stopped. The reason for this is simple. 
Even though a moderate recovery was already 
underway before the war, it can be conclusively 
said that world war Two was the reason that the 
Great Depression ended. But why? What is it about 
a conflict that results in the deaths of millions of fit 
workers, the destruction of entire cities as well as 
industries, and forces governments to undertake 
insurmountable amounts of debts, that makes the 
economy grow? Well, the answer is manifold. First, 
like the bubonic plague, the war created a massive 
vacuum in the labour force. Millions of working-age 
young men were killed in a matter of a few years, 
creating a huge labour shortage. Thus, workers 
wages improved greatly and spending alongside 
them. Following the general progressive cycle of 
mass consumption that merits mass production 
and vice versa, this requires no further explanation. 
Then there is also the economic mobilization of the 
industrial machinery. World war Two is considered 
the second and hopefully last instance of total war, 
wherein the entire population of a country is put 
to work. Apart from soldiers, there are those who 
produce the machinery, those who produce other 
items like clothing, and when the entire nation 
is at war, all these sections of society are fully 
mobilised. In the United States, as well as other 
countries like the British Empire, the War prompted 
the government to throw economic caution out of 
the window, and spend immense sums of money 
in the field of industrial production. Literal armies of 
people had been employed. 
In the US, whose mainland was not particularly 
affected by the war, this resulted in the creation of 
industrial infrastructure that would remain useful 
even after the war ended. 

Thus, on the surface of it, the answer is yes. Wars 
tend to help the GDP growth of a country. But we 
must look at the bigger picture here. The reality 
is that war, especially in European countries like 
Britain and Germany, had devastating effects on 
the economy (Fact: France, Despite being seen as 
one of the initial losers of world war two, relatively 
suffered the least damage to its infrastructure, 
mostly because of the Early Surrender). Industries 
that would have otherwise been used to provide 
consumer goods like cars and tractors were instead 
used to manufacture products like tanks for the war 
effort. Later, these very industries and infrastructure 

were destroyed in aerial bombing raids as well as 
land attacks. Thus the mere task of rebuilding the 
infrastructure a country already had became the 
reason for high growth after the war. 

Moreover, while large-scale warfare (unlikely to 
happen between nuclear powers) temporarily 
thinned the working population and increased 
overall wages, the long term effects are disastrous. 
Russia’s population pyramid still suffers from the 
shock of the world war. Moreover, all those young 
and healthy men who were taken out of the equation 
due to war would have actually helped increase 
GDP growth in the long term. Reducing the number 
of workers in a society is never the answer to any 
kind of problem. Moreover, as population growth is 
exponential, such widespread death would have 
adverse effects right into the unforeseeable future. 
All this is a classic example of the broken window 
fallacy, which I shall now attempt to explain in the 
least tiresome manner possible. The argument is 
when stripped down to its basics, that when a person 
breaks a window, this increases GDP. How? Well, 
suppose this hypothetical window will be repaired 
by an angry Uncle for two thousand Rupees. This 
money will go into the pocket of a worker, who will 
then spend it, along with other accumulated capital, 
on another product, say a washing machine. The 
profit obtained by the manufacturer will then go on 
to the workers as well as the owners, and the chain 
goes on and on. To a simpleton, it will seem like 
breaking that window actually helped the economy 
expand. While also resulting in that angry uncle not 
returning your cricket ball. Anyhow, we know this to 
be an objective truth that breaking a window is not 
good for the economy. And thus we arrive back to 
warfare. Bombing a factory is objectively not good 
for the economy. Materials are wasted, resources 
need to be diverted from development to rebuilding, 
and manpower is reduced. Alongside, of course, 
the massive loss of life and the painful death of 
millions creating an entire generation of orphans...
but economists don’t care about that now, do we? 

On a more sombre note, I would like to conclude 
this article by saying that no matter what growth 
charts and GDP figures might tell you, war is never 
good for an Economy or a society, and no matter 
what the media or WhatsApp forwards might tell 
you in the coming days, always take every number 
thrown at you with a pinch of salt. 

Mrinank Chandar
XI
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Characterising China’s Economy:
 In Theory and In Praxis

Marxist theory has been subjected to heavy 
criticism and is considered to be pretty divisive 
among intellectual circles. While many swear by 
it, others denounce it. Its merits and demerits 
however, are a matter of engaging in a debate. 
What is important to understand in our context of 
understanding of China is the reason why Marx 
left little to no indication of how a communist state 
would look like or how it would be established in 
the first place. And, while this can certainly be 
looked down upon and called idealism, on the 
flipside, it does offer more room for interpretation. 
Furthermore, the fact that the demography, 
geography and economics of every country 
are unique makes it even more imperative 
that regional offshoots of Marxist theory be 
developed and implemented. If Marxist theory is 
to be implemented, it needs to be adapted to the 
needs of each citizenry; the style of governance 
of an industrial juggernaut, with the given that 
a backward agricultural nation should not and 
cannot be the same. For example, while both 
contemporary China and the former USSR base 
their ideological standings upon Marx’s analysis 
and critique of the political economy and the 
socialist alternatives he provided, their style 
of governance and economic policy are vastly 
different from each other. 

The punditry and commentarians have 
characterised modern-day China to be completely 
different from what it was supposed to be. On the 
contrary, it can also be argued that such a China 
was always destined to emerge. Mao Zedong 
thought coupled with Dengist economic policy 
have collectively given birth to China as we know 
it, i.e. an economy that from the outside looks 
like it is heavily capitalistic, but a more nuanced 
view reveals party and governmental influence at 
every turn. 

For one, Mao Zedong thought warranted a 
transitory period between feudalist capitalism 
and true communism. This period was to be 
preceded by mass collectivisation and heavy and 
rapid industrialisation. This refers to the period 
directly following the Chinese civil war. During 
this period, farms were to be communalised and 
run by agricultural communities under the broad 
leadership of party bureaucrats. While the Chinese 
bread bowl was being filled, heavy machinery was 
imported from the USSR at low rates and used to 
accelerate industrial growth. After this was to come 
the transitory phase. Broadly speaking, this was 
to be helmed by a business class (bourgeoisie) 
with nationalist interests. Under the leadership of 

a benevolent business class and a vanguardist 
communist party, the Chinese economy was 
to grow exponentially, and grow it did. Steel 
production grew rapidly, and so did agricultural 
and industrial output. These strides catapulted 
China and its economy to unprecedented heights.

But, the world was changing and China had to 
adapt to the new world order one way or the 
other. After Mao Zedong’s death in 1976, Deng 
Xiaoping began to slowly and steadily liberalise 
China’s economy while still keeping Mao Zedong 
thought at the forefront. One of the most prominent 
and consequential examples of this would be 
the setting up of the Household Responsibility 
System and the dismantling of communal 
farming. Under this, each household was liable 
and accountable to the government only to give 
whatever output it had agreed to, and was free to 
utilise any surplus. Moreover, Dengist economic 
policies encouraged the setting up of secondary 
income sources for farmers to supplement their 
incomes. These reforms ushered in a new era for 
the Chinese economy, one in which businesses 
upheld and preserved Chinese economic growth 
while being guided by the vanguard party. In this 
context, Deng Xiaoping is known to have said- ‘it 
does not matter if a cat is black or white so long 
as it catches the mouse’. For China, the goal was 
never to uphold utopian revolutionary ideals, it 
has always been to sustain and temper economic 
growth while preserving its citizens’ standard of 
living. It did not matter if the adopted economic 
system is truly communist or not, what matters 
is the two-dimensional line graph of economic 
growth. 

In today’s geopolitical and economic scenario, 
China is by far one of the most consequential 
player, right up with the likes of historical 
superpowers such as the USA. However, it is also 
infamously autocratic and exploitative of both, 
foreign countries and its own citizens. It engages 
in debt-trap diplomacy with many countries and 
looks to further its own interests wherever it can. 
In that sense, the image of China, its government 
and its economy is not as rosy as they would like 
it to be.While all this is part of a debate better left 
for another day, the concrete economic benefits 
ushered in by Chinese economic policy certainly 
cannot be ignored.

-Samanyu Malik
XI

TRADE WAR: CHINA AND USA
The Chinese- United States trade war is an ongoing 
economic conflict between the two countries. 
This war was started by the American President 
Donald Trump. The trade war has created huge 
deprivation for manufacturing industries and 
import-export agencies for both countries (China 
and U.S.A). It has even led to instability in stock 
markets. One of the major causes of this war has 
been the bad relations between China and the 
United States.

The unfair trade practices by the Chinese 
government has forced Donald Trump to begin 
setting tariffs (tax imposed by the government on 
goods and services imported from other countries 
that serve to increase the price and make imports 
less desirable) and implementing other trade 
barriers on China`s international trade to force it 
to make changes on these unfair practices. Since 
1986, Trump has advocated to reduce the U.S 
trade deficit and promote domestic manufacturing, 
saying the country was “ripped off” by its trading 
partners; imposing tariffs became a major plank 
of his presidential campaign. Opposing Trump`s 
policy, many trade experts and economists do 
not believe that trade deficits hurt the economy. 
Others believe that sustained trade deficits were 
often a problem, and there was substantial debate 
over how much of the trade deficit is caused by 
foreign governments, as well as what policies, 
if any, should be pursued to reduce it. But, to 
a certain point, in pressurizing Chinese trade, 
economists and strong politicians like Joe Biden 
and Elizabeth Warren have agreed that Trump 
confronted what they see as China’s unfair trade 
policies. 

Compute to this, the trade war has hurt the 
European economy, particularly Germany, even 
though trade relations between Germany and 
China and between Germany and the U.S. remain 
good. The Canadian economy has seen negative 
effects as well. Like the U.S., Britain, Germany, 
Japan, and South Korea were showing “a weak 
manufacturing performance” in 2019. Several 
Asian governments have instituted stimulus 
measures to address damage from the trade war. 

In April 2018, China announced that it would 
eliminate laws that required global automakers 
and shipbuilders to work through state-owned 
partners. 
President of China, Xi Jinping reiterated those 
pledges, affirming a desire to increase imports, 
lower foreign-ownership limits on manufacturing, 
and expand protection to intellectual property. 
Trump thanked Xi for his “kind words on tariffs 
and automobile barriers” and “his enlightenment” 
on intellectual property and technology transfers. 
“We will make great progress together!” the 
President added. 

By early July 2018, there were negative as well 
as positive results were already showing up 
in the economy as a result of the tariffs, with 
several industries showing employment growth 
while others were planning on layoffs. Regional 
commentators noted that consumer products 
were the most likely to be affected by the tariffs. 
According to the current situation, the Trade War 
will intensify for some time and bring about a 
major change in global trade.

-RAKSHIT KHURANA
IX



18

Cost Replacement Theory
Welham Boys’ School

Innoventure

The Replacement Cost is the cash outlay that 
a firm has to pay to replace an old asset at the 
prevailing market price. The amount paid to 
restore the existing property with the new one 
having a similar utility, without acknowledging 
the depreciation constitutes the replacement 
costs.

The replacement cost is practised while 
taking the business settlements of renovating 
the firm. Often, these are greater than the 
registered book value of the item to be 
substituted, and hence it is also called as the 
replacement value. The organisations, well in 
advance, estimate the funding provisions for 
the replacement to locate all the potential price 
points from where the replacement costs or 
amount can be compensated.

If the prices of assets are steady over time, 
then the replacement cost and historical cost 
is at par with each other, i.e. both are same. At 
the same time, the values differ, if the prices 
vary.

As part of the process of determining what asset 
demands replacement and what the value of 
the asset is, companies use a technique called 
net present value. To decide on an expensive 
asset purchase, companies first decide on a 
discount rate, which is an assumption about 
a minimum rate of return on any company 
investment.

A business or an investor then analyses the cash 
outflow for the purchase and the cash inflows 
produced based on the increased productivity 
of using a new and more productive asset. 
The cash inflows and outflow are adjusted to 
present value using the discount rate, and if 
the net total of all present costs is a positive 
amount, the company makes the acquisition.

This theory was first introduced to India by 
Harshad Mehta, whereby the stock of a 
manufacturing company should be valued at 
what it would cost to set up a similar plant. This 
theory found many takers and sent shares of 
even the most dubious companies soaring 
to excessive levels. The replacement cost 
theory was not an original one, except that he 
managed to sell it well. 

The cost to replace an asset can change, 
depending on variations in the market value of 
components used to reconstruct or repurchase 

the acquisition and other costs needed to get 
the asset ready for use. Companies look at the 
net existing value and depreciation costs when 
deciding which assets need to be replaced and 
whether the price is worth the expense.

To understand it more simply let us take a 
typical life example, A borrows money from 
B, after some time when B demands money 
back A borrows money from other person C 
and gives that to B, now when C asks back 
money, he borrows from D and gives to C and 
in a similar manner chain keeps ongoing and 
at each point of time A hold a certain amount 
of money.

-Vihan Shukla
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WELHAM POLL

70% : YES

30% : NO 

Is Make in India viable?
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