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> CHINESE WHISPERS

The impression is that the ongo-
ing Lok Sabha election is being
fought over digital campaigns,

and more precisely through the apps
on the mobile phones of the voters.
Facebook, WhatsApp, Google, Twitter,
TikTok, Helo and so many others are
not just household names in big cities
but even in smaller towns and rural
areas. Some of these like Helo are, in
fact, focused primarily on Indian lan-

guages, making it a hit in smaller
towns, irrespective of all the regulatory
heat on many of them. 

The Google app store throws up
multiple download options when
searched for elections 2019.
ShowUpIndia, RankNVote, Chunav’19,
Cricket Battle Politics, ModiSurfers,
Indian Election Learning Simulator are
among the social networking apps cap-
turing the spirit of the polls, either
through games or awareness initia-
tives. More than anything else, it gives
you a sense that 2019 election is virtual.
But is it?

The statistics available with the
Election Commission (EC) is an indi-
cation of the scale of things. It shows
that the real campaign is out there in
the open, outside the comfort zone of
the apps. The number of star cam-
paigners, who fly in and out of con-
stituencies in helicopters and char-
tered flights, is pegged at 40 each for
the Bharatiya Janata Party (BJP) and
the Congress in 2019. Then there are

other campaigners crisscrossing the
country without a worry. The number
has certainly not declined from the
previous election in 2014 even though
the reach of social media and digital
campaigns has risen exponentially.
The projection is that the 17th Lok
Sabha election, with seven national
parties and 52 state parties, will incur
an expenditure of at least $8 billion,
compared to $5 billion in 2014. 

Had it been an election of digital
campaigns, the cost of 2019 election
should have been less. That’s because
the travel cost of the campaigners, pub-
lic meetings/rallies and media adver-
tisements form a major component in
the overall election expenditure. While
the 2019 expenditure figures are not
available as the election is underway,
the EC data for 2014 Lok Sabha polls
gives an idea of the cost breakup.
According to EC, out of the gross
expenditure of ~487.03 crore by the BJP
on campaign and propaganda in 2014
(from the date of announcement of

election to the completion of polls),
travel of star campaigners cost the par-
ty ~77.8 crore. Travel of other BJP lead-
ers meant a spend of another ~10.89
crore. Public meetings and rallies were
estimated at ~70.68 crore, while the
BJP’s media ads accounted for as much
as ~304.5 crore. The party’s estimate of
its publicity cost was ~14.6 crore while
other expenses for propaganda came
to ~8.5 crore.

As for Congress, of the total gross
campaign expenditure of ~369.6 crore
in 2014, the cost of star campaigners’
travel was estimated at ~104.6 crore.
Other campaigners for Congress spent
another ~1.3 crore. Congress public
meetings and rallies were pegged at ~21
crore, media ads including television
and SMSes ~231.24 crore, publicity
~11.32 crore and additional expenses
on candidates ~1.63 crore.

While the BJP’s declared expenditure
for 2014 general election was ~714.28
crore, that of Congress was ~516 crore.
The numbers show that campaigns and
propaganda made up for a chunky share
of the total spend for these parties. And
if a long list of helicopter companies flew
VIP campaigners from one venue to

another, and one speech to another in
2014, it isn't any different this time,
despite the digital hype.

Another sign of how elections are
more conventional than breaking out
of tradition, EC has given out a time
schedule for all parties in relation to
their propaganda on state broadcasters
Doordarshan and All India Radio. The
party-wise time slots, with the ruling
party BJP getting the maximum, show
that airing speeches, views and cam-
paigns on DD and AIR is of much sig-
nificance even in the day and age of
social media. The controversy over
NaMo TV, reported to be backed by the
BJP, is another pointer that traditional
media continues to hold charm for
both politicians and voters even as dig-
ital is all over.

So, 2019 election may not be about
digital campaign versus rallies. Digital
is not in lieu of the rallies, just like the
apps on mobile phones are not replac-
ing the star campaigners who continue
to fly from Jammu to Wayanad and
back in a jiffy. The star campaigners
from Narendra Modi to Amit Shah,
Nitin Gadkari to Rajnath Singh, or
Rahul Gandhi to Priyanka Gandhi
Vadra to Manmohan Singh remain the
stars of 2019 polls. Not the internet-led
businesses that have rattled the gov-
ernment for no clear reason.

Rallies matter even in election 2019 

T E NARASIMHAN

The government’s ambitious
FAME-II scheme to help India
leap into a future driven by clean

mobility has sparked hope and disap-
pointment among automakers. Two-
wheeler makers in particular have been
left unenthused by the scheme that went
into effect on April 1.

The second phase of the Faster
Adoption and Manufacturing of Electric,
or FAME-II, has curtailed the scope of
incentives and made electric two-wheel-
ers costlier, says Sohinder Gill, director
general, Society of Manufacturers of
Electric Vehicles (SMEV).

“Not one electric two-wheeler has
been sold since the launch of
FAME-II,” Gill adds. The new
guidelines, he says, have
effectively left out 90-95 per
cent of the electric two-
wheeler market from the
subsidy net and this has
increased the cost of vehicles
by ~10,000-12,000.

This is because FAME-II
has linked incentives to a
host of other factors, such as
minimum top-speed, range-per-
charge, acceleration and average speed
and the extent of localisation — half
the cost of a scooter must comprise
parts sourced locally.

Not surprisingly, this has not gone
down well with the industry. “It is in
turbulence. In the near term, liquidating
inventory would necessitate higher dis-
counts to offset the lack of subsidy. EV

makers would then concentrate on
localisation and building supply chains
alongside product development to
come up with new models. They have
requested the government to re-consid-
er the stringent norms,” said Crisil in a
recent report.

Others are equally critical of the pol-
icy. “The scheme for incentivising elec-
tric vehicles under FAME II isn’t optimal,
as it glosses over the fundamental issue
of demand generation,” said Rajiv Bajaj,
MD, Bajaj Auto, in an interview to
Business Standard recently. He said the
flaw with FAME II was that it addresses
the wrong end of the problem by linking
incentives to localisation.

But not all is bad with the policy. With
an outlay of ~10,000 crore for
a period of three years, com-
pared to ~895 crore of FAME-
I that was launched in 2005,
the scheme has been
designed to encourage
automakers to commit
investments in electric
mobility through incentives
and by creating charging
infrastructure. FAME-II aims
to support 1 million electric-

two-wheelers, 0.5 million electric three-
wheelers, 55,000 four-wheelers and
7,000 electric buses during its lifetime.

Besides reducing the country’s
dependence on crude oil, the govern-
ment through its emphasis on electri-
fication of public transportation hopes
to improve air quality across the coun-
try. If its laudable targets on EV sales
are achieved, the country can cumula-

tively save 474 million tonnes of oil
equivalent, worth ~15,21,000 crore, over
the lifetime of the vehicle. This would
result in net reduction of 14 exajoules
of energy and 846 million tonnes of
CO2 emissions.

The incentives for electric buses will
come in the form of subsidies to opera-
tors via the state/city transport corpora-
tion (STUs), while for three — and four-
wheelers, the sops will be applicable
mainly to vehicles used for public trans-
port. In two-wheelers, the focus is on pri-
vate vehicles. To encourage use of new
technologies, incentives will be extended
only to those vehicles which are fitted
with advance battery like a lithium-ion
battery and similar such technologies.

Over the next three years, the
scheme targets about 2,700 charging
stations in metros, smart cities and
cities in the hills. Charging stations will
be established on both sides of the road
at an interval of 25 km.

The first phase of the scheme,
FAME-1, has already made significant
advances in creating awareness and
demand for electric vehicles. A joint
report by NITI Aayog and the Rocky
Mountain Institute says in 2017-18 elec-
tric two-wheeler sales almost doubled
to 54,800 compared to 2016-17, account-
ing for around 98 per cent of India’s EV
sales. As of March 2019, over 100 com-
panies showcased electric vehicles of
all types at the India E-Vehicle Show.

At the same time, nearly 27 states have
formulated strategies for transforming
their mobility systems and several oth-
er states are in the process of doing so.

The government, too, has reduced
tariffs on imported EV components in
January 2019 to boost assembly in
India and trigger investments in criti-
cal components. Both public and pri-
vate companies are joining hands to
this end. So far 10 companies have
come forward to adopt Indian Space
Research Organisation's cell chemistry
for commercial applications, and pub-
lic sector units are working with the
private sector to set up EV charging sta-
tions in various cities.

In the second phase, the Centre and
state governments have increased their
support for the development of charging
infrastructures to enable easier adoption
of EVs. 

“FAME II is more inclusive. It brings
the non-OEM participants as well,
charging infrastructure manufacturers
and so on, into the fold,” says Kaushik
Madhavan, vice president, mobility,
Frost & Sullivan. It focuses on last-mile
connectivity, shared mobility and a
chance for operators to electrify their
fleet, he adds. However, all this will
make sense only if the automakers are
able to bring down the cost to a very
attractive level for the user.

Four-wheeler makers have largely
welcomed the scheme. N Raja, deputy
managing director of Toyota Kirloskar
Motor says “FAME II’s goal of promoting
environmentally-friendly vehicles and
shared and mass mobility is good.
However, we expect the government to
come up with a mid- to long-term policy
on shared and mass mobility.”

As in China, in the initial phase,
government incentives will give a fillip
to demand. However, to sustain this
in the long-term consumer prefer-
ences will have to change. That’s the
next challenge for the government
and EV makers. 

Fame-II’s missing spark
The focus on localisation has failed to enthuse
two-wheeler makers
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Voices from the past
Tamil Nadu leaders continue to depend
on their departed leaders to woo voters.
The state votes to elect its
representatives to the Lok Sabha today
and from a few days ago voters began
receiving voice messages over social
media in which former chief minister
Jayalalithaa's voice addressed them
with her signature "Vanakkam". The
message went on to say: "This is ÿour
beloved sister Jayalalithaa. For a
prosperous Tamil Nadu, to regain the
rights of Tamil people, support AIADMK-
led alliance, your symbol is two leaves."
The message was followed by an
address by some current AIADMK
leaders. One might recall a similar
WhatsApp message in the voice of
Jayalalithaa doing the rounds when she
was hospitalised in 2016, addressing the
worried partymen. The Dravida
Munnetra Kazhagam (DMK) has also
used the voice of its late supremo, M
Karunanidhi, in its election
advertisements this year, especially on
video platforms. His signature address
at public functions — "En uyirinum
melana anbu udanpirappukale" (my
dear brothers and sisters, whom I
respect more than my life) — has been
used in video advertisements depicting
a rising sun removing the darkness.

Conspiracy in powercuts
Right at the beginning of the hot
summer months, people of Madhya
Pradesh are troubled by frequent power
cuts. So much so that it has become a
matter of concern for the Congress
government. Chief Minister Kamal Nath,
however, has alleged political
conspiracy. Why? Because, in the run-up
to the Assembly elections, Bharatiya
Janata Party (BJP) leaders, including
former chief minister Shivraj Singh
Chouhan, had warned voters that if the
Congress came to power, people would
face frequent outages. With the Lok
Sabha elections underway, Nath has
been questioning the timing of the
power cuts in public and the allegiance
of energy department officials in private.
MP is a power-surplus state and sells
power to many neighbouring states.

Filmi battle
Now a biopic on
Mamata! The Bharatiya
Janata Party (BJP) on
Wednesday wrote to the
Election Commission
against the release of a
movie that is
purportedly based on
the life of West Bengal

chief minister and Trinamool supremo
Mamata Banerjee (pictured). Baghini
(tigress), a movie in Bangla, is slated for
release on May 3, bang in the middle of
the election season. Not just the BJP,
many other rivals of the Trinamool have
also questioned the timing of the
movie's release. The scriptwriter-cum-
producer of the movie, Pinky Pal, said
that while the shooting for the film had
started way back in 2016, post-
production work had to be redone
considerably, which delayed the release.

With great power comes great
responsibility”: That immor-
tal line from the Spider-Man

franchise seems to resonate well with
companies in India. In just four years
since spending on corporate social
responsibility (CSR) was made manda-
tory, cumulative spending on this head
has shot past the ~50,000 crore mark,
proving itself an able ally in the gov-
ernment’s welfare push.

A CRISIL study shows spending by
listed companies rose 12 per cent on-
year in fiscal 2018 to ~10,000 crore —
the first time it has reached this mark
in any year. Assuming the same rate of
growth, spending by unlisted compa-
nies is estimated to be ~5,100 crore, tak-
ing the total for the year to ~15,100 crore.

With this, cumulative spending on
CSR over the four years stands at
~34,100 crore for listed companies and
~18,900 crore for unlisted ones, totalling
~53,000 crore.

The milestone leaves no one in
doubt that CSR spending will only keep
growing as the economy grows and
India Inc complies with the law in letter
and spirit.

But has all that spend really made a

difference? Where? How? As CSR
spending becomes a force to reckon
with, the focus shifts logically to
enhancing its thrust and rigour on the
ground.

To this end, three clear imperatives
emerge.
n Due diligence and stringent monitor-
ing of implementing agencies

Interestingly, almost three-quarters
of the listed companies in the CRISIL
study use implementing agencies such
as non-governmental organisations
(NGOs) or voluntary organisations
(VOs) for their CSR projects. The rea-
sons for the preference are not far to
seek. First, NGOs/VOs are a natural fit
for executing CSR projects given their
presence in the target areas, local
knowhow, and resources, besides expe-
rience in executing social projects,
which a company typically lacks.
Second, the stipulation to limit all
expenditure to 5 per cent of the CSR
amount is likely holding companies
back from enhancing their in-house
CSR capacities. 

However, it is not clear whether all
robust due diligence has been conduct-
ed in every case before appointing an
NGO/VO partner.

Two key areas to consider when
assessing NGOs/VOs are governance
and impact achieved. A due diligence
exercise must be designed to measure
both. Gauging governance would
involve ascertaining the partner’s
legal existence and commitment to
transparency.

Legal existence can be validated by
documents such as Articles or
Memorandum of Association, PAN
card, Form 12A (registration of a chari-
table trust or society) and audited state-
ment of accounts. 

Commitment to good governance,
on the other hand, can be gauged
through studying the partner entity’s
structure, management and implemen-
tation teams, ethics policies, robustness
of MIS and other reporting mecha-
nisms, processes of dealing with irreg-
ularities, internal mechanisms for
approval, and risk management etc.

A formal declaration of donors and
funds received from them, along with
the synopsis of the projects in hand,
and/or completed in the year, can also
indicate an organisation’s commitment
to transparency.

As for the impact the NGO/VO has
achieved on the ground, the exercise
should glean insights into the scale of
work it is accustomed to, with details
such as the tenure and ticket size of
projects undertaken. Public disclosure
documents such as annual reports
afford this.

Reference checks with at least three
existing donors can provide authentic
feedback on the ability of the NGO/VO
to accomplish desired project out-
comes. Insights from such feedback —
that validate or prove otherwise an
organisation’s internal administration,
and ability to drive resources for sus-
tainable impact at the grassroots in
keeping with a grant’s terms and con-
ditions — go a long way in determining
which implementation partner to
invest in, and how much.
n Regular measurement of impact for
sustained results

Third-party evaluations such as
NGO/VO grading should be considered
for an independent review of a poten-
tial partner’s ability to drive the desired
social impact. The evaluation frame-
work used by CRISIL Ratings for grad-
ing VOs additionally takes into account
diversity of resource mix; management
profile; programmatic niche; and pro-
cess framework.

CRISIL’s experience in this domain
suggests these factors influence the
ability of a VO to achieve its desired
objectives. Interactions with key stake-
holders, beneficiaries, project staff, and
the community at large, are also legiti-
mate sources that indicate the impact
of a project.
n Active collaboration to amplify impact

Above all, the companies should col-
laborate wherever possible to maximise
the impact. Under the earlier CSR pro-
vision in the Companies Act, 2013, a
company was earlier required to con-
duct activities only on its own, or
through a holding, subsidiary or asso-
ciate company. But this changed with
a February 2014 notification of the
Ministry of Corporate Affairs amending
the provision. 

As per Rule 4(3), Companies
(Corporate Social Responsibility Policy)
Rules, 2014, “A company may also col-
laborate with other companies for
undertaking projects or programmes or
CSR activities in such a manner that
the CSR Committees of respective com-
panies are in a position to report sepa-
rately on such projects or programmes
in accordance with these rules.”

Over the years, quite a few compa-
nies have announced that they are join-
ing hands for CSR activity. The Prime
Minister himself has highlighted the
virtues of such collaboration on many
occasions. Yet, actual instances of col-
laboration remain limited.

Hopefully, we will see concerted
action on all these imperatives in years
to come.

The author is chief operating officer, CRISIL
Foundation

Making CSR count

MAYA VENGURLEKAR

INSIGHT

As spending rises, focus must shift to
gauging its impact on the ground 

Had it been an election of digital campaigns, the cost of 2019
election would have been far less than what it actually is

> LETTERS

Get the right people 
This refers to “A test case” (April 17). I
entirely agree that lateral entry into the
civil services should be welcomed. There
is a serious need for new expertise and
skills in the bureaucracy. However, the
skill/knowledge gaps in the various gov-
ernment departments should be carefully
identified and people possessing those
skill sets should be recruited. Just bring-
ing in people on an ad hoc basis or on sub-
jective considerations will not address the
issue. The lateral entrants should be com-
mitted people and not those on sabbatical
either from the academia/research or
from the private sector only wishing to
add government exposure to their CVs.
Second, the right environment has to be
created in the departments so that spe-
cialists can work harmoniously with
bureaucrats and contribute meaningfully. 

As far as the question of retired civil
servants heading important regulatory
bodies is concerned, one should be guid-
ed by global trends. Regulatory bodies
play an important role in the financial
and infrastructural systems. Academic
qualifications, expertise and relevant
experience are prerequisites to head these
bodies. They deal with complex issues
and heads of regulatory bodies must
understand those issues and their impli-
cations. They can’t continue as sinecures
for agreeable civil servants nearing the
age of superannuation. Otherwise, the
regulated entities, markets and interna-
tional bodies will all lose respect for our
regulatory bodies and doubt their capa-

bilities and independence.
Arun Pasricha  New Delhi

Deal with a firm hand
This refers to “Whistleblower letter
alleges kickbacks to Kochhar brothers”
(April 17). New laws have been brought
to tackle non-performing assets (NPAs)
of public sector banks. We also need to
handle the problem of kickbacks to bank
officials by defaulters. Unless kickbacks
are dealt with with a firm hand, laws
alone will not help. Big borrowers default
on bank loans and the media gives
prominent coverage. There are student
loan defaulters, and gold loan defaulters
taking small amounts in loans too. If a
person takes loan, the bank should delve
into his past details of money borrowed.
Banks should share details of loan
defaulters with each other, whatever be
the form of loan — student, gold or any
other like housing. There is also the
problem of retired bank staff acting as
middlemen to get loans from banks.
There should be a complete ban on such
practice, and the appointment letter
itself sho uld have a clause. The NPAs
need to be brought under control with
such measures.

Deendayal M Lulla  Mumbai

Letters can be mailed, faxed or e-mailed to: 
The Editor, Business Standard
Nehru House, 4 Bahadur Shah Zafar Marg 
New Delhi 110 002 
Fax: (011) 23720201  ·  E-mail: letters@bsmail.in
All letters must have a postal address and telephone
number

> HAMBONE

Two- Three- Four- 
Vehicle category wheelers wheelers wheelers Buses Total

Vehicles to be incentivised by FAME-II 1,00,000 5,00,000 55,000 7,000 15,62,000

Oil savings (MTOE)* 0.9 2.3 0.8 1.4 5.4

Oil savings (~1000 cr) 3 7.2 2.5 4.5 17.2

Net energy saving (Petajoules) 35.7 73 19.4 41.7 169.9

Net CO2 emissions savings (mn tonnes) 2.6 3.2 0.1 1.5 7.4

Source: NITI Aayog-Rock Moutain study;* Million tonnes oil equivalent 

CLEAN MOBILITY
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R
eserve Bank of India (RBI) Governor Shaktikanta Das stoked a debate
last week when he urged central banks across the world to think “out of
the box” while speaking on the sidelines of the International Monetary
Fund (IMF)-World Bank Spring Meetings in Washington. Mr Das said

the practice of changing policy rates by 25 basis points or in multiples thereof is
“not sacrosanct and just a convention”. Another aspect that policy watchers keenly
follow is the so-called policy “stance” of the RBI. Often enough, the stance signals
a bigger shift in the RBI’s outlook and approach towards monetary policymaking
than action on the repo rate. But here, too, Mr Das was of the view that monetary
policy could be well served simply by calibrating the size of the policy rate to the
dynamics of the situation. In other words, a central bank could simply focus on
the quantum of the policy rate change to convey the stance of the policy, instead
of using the twin modes of rate change and declaration of stance.

Elaborating on his point, Mr Das said if easing of monetary policy was required
but the central bank wanted to be cautious in its accommodation, a 10 bps (basis
points) reduction in the policy rate would perhaps communicate the intent of the
authorities more clearly than two separate moves. He further explained that in a
situation in which the central bank prefers to be accommodative but not overly
so, it could announce a cut in the policy rate by 35 basis points if it had judged
that the standard 25 basis points was too little, but its multiple, i.e. 50 basis points,
was too much. There is no doubt that Mr Das was making a pertinent point. And,
on the face of it, a case could be made for dropping the issuance of “stance” and
choosing a less structured approach to repo rate tweaks. Yet, in the RBI’s monetary
policy review in February, the bigger news wasn’t the 25 basis cut in the repo rate;
it was the shift in the RBI’s policy stance from “calibrated tightening” to “neutral”.
Indeed, the shift in stance was enough for most to correctly predict that the RBI
would go for another cut in the April review. It can be argued that the declaration
of stance does work quite effectively as a signalling mechanism. 

It can also be argued that in a country such as India where monetary policy
transmission is a constant cause of concern, no one can expect mere repo rate
cuts to effect changes in the economy. The biggest monetary policy concern for
the time being in India is the tight liquidity in the banking system. The liquidity
problem had its genesis in the phenomenon of bank deposits growing at a slower
rate than bank credit. According to the April policy statement, systemic liquidity
moved into deficit during February 7 to March 31, and, for the full year, the RBI
injected a total liquidity of ~2.98 trillion in the market in 2018-19. The RBI keeps
doing open market operations and has added three-year buy-sell swap for the
rupee through an auction process to address the liquidity issue. This process of
liquidity management has helped somewhat, but the central bank needs to do
more to address the situation.

Not for the rich alone
Take transit-oriented urban development seriously

T
he Delhi Development Authority and the ministry of urban development
have published a draft Transit Oriented Development (TOD) policy for
locations with a very high floor area ratio (FAR), a model that has a high
likelihood of being taken up across the country. TOD is a form of city

development that involves mixed-land-use communities centred around a high-
quality train/metro system and high level of pedestrianisation. High concentrations
of people live, work, travel and entertain within a limited area, thereby minimising
travel. High density enables the maturing of local markets for a large range of
goods and services. Collateral benefits to the environment, energy use, public
health and innovation can be massive if done well. Real estate values at such con-
centrations are significantly higher, which, in turn, enable investment to flow in. 

However, if not implemented well, TOD can easily worsen conditions. For
instance, without adequate public spaces and local markets, little extra economic
values are created locally, thereby compromising returns to real estate investments.
As is well known, a large part of the non-performing asset crisis in banking originates
from real estate investments that did not yield expected returns over a long-time
horizon. Inclusiveness is another critical element; low-cost housing enables low-
er-income citizens to live in high-value locations and provide a range of important
services. Today this function is carried out by slums by providing household help,
vendors, sanitation and garbage workers, beauty services, security guards, mechan-
ics, gardeners, etc. As such, done poorly, TOD can destroy values, public health,
environment and city landscapes for many decades into the future. But if done
right, it can power India’s desire for creating innovation, opportunity, inclusiveness
and high growth. 

The draft TOD for Delhi rightly touches upon all of the points above. It, however,
needs to overhaul three core aspects in its drafting. First, high density is critical,
therefore a high FAR needs to be combined with a high ratio of housing for eco-
nomically weaker sections (EWS). Without a large proportion of dwellings for EWS,
high FAR-oriented TODs are merely enclaves for the rich, with few environmental,
social or economic benefits. At least half, or even more, of the units, therefore,
need to be allocated for EWS housing. Second, sound management of local markets,
public spaces, vendors, parking, etc is more important than creating infrastructure.
Without these being administered well, clutter and disorder become the norm,
and the TOD model of value creation collapses.

Property prices have already fallen in neighbourhoods with Metro stations
where such clutter and jams rule. Merely dumping such functions on local bodies
is obviously not enough and a governance model along with answerability of the
managers/officials must be incorporated. The TOD policy, therefore, must incor-
porate specifics on the day-to-day management of public spaces against encroach-
ments, answerability of public officials to the residents and commuters, and quality
provision of public utilities. 

Third, the TOD plan has rigid elements such as land use classification and
without a well-designed mechanism of flexibility and change. It effectively is allo-
cating planning and design to private developers who neither have the capabilities
nor the incentive. That is why planning and design should be conducted by empow-
ered and capable public bodies. Finally, there is a strong link between good urban
planning and management, the real estate market, and long-term economic growth.
Improved planning effort now will yield dividends for long.
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The taxpayer-funded National Infrastructure
Investment Fund has thought fit to bid for
failing private airline Jet Airways, which is

used by a minuscule fraction of the Indian popula-
tion. Yet, plans for the redevelopment of railway sta-
tions, used by millions of Indians every day, are yet
to get off the ground.

Doctors in India frequently make headlines for
accomplishing state-of-the-art surgeries and asso-
ciated medical marvels — so much so that the coun-
try has become a hub for cost-effec-
tive sophisticated medical tourism.
Yet the average Indian’s access to
medical treatment remains
abysmal. Latest National Health
Profile data shows that India has
one allopathic doctor per 11,000
population, more than ten times
the World Health Organisation
(WHO) prescribed ratio (in Bihar,
the ratio is a shocking 1: 28,000-
odd). As for access to hospital beds,
at less than one per 1,000 popula-
tion, India lags the WHO recom-
mendation of 5:1,000 by a signifi-
cant margin.

India boasts world-class engineering and man-
agement institutions whose graduates can com-
mand starting salaries that match global standards.
Yet the quality of public primary education is so
poor that Pratham’s latest Annual Status of
Education Report shows that a 27 per cent of Class
VIII students in government and private primary
schools cannot read a Class II text. The fact that
Pratham flags this depressing fact as a “slight
improvement over past years” is a telling indicator

of the failure of public education.
The big picture, then, is this: Post-liberalisation

India appears to work for the middle and upper mid-
dle classes and the rich. For the poor, not so much.  

These are all well-worn truths to be sure, but they
exercise a covert influence on the public discourse
especially around election time. Ironically, such
gross inequalities in access to basic amenities,
despite a dramatic reduction in poverty levels since
1991, reflects a curious commonality of outcome

across ruling regimes. They also
explain why grand populist
schemes that sequester huge sums
of public money, such as Nyuntam
Aay Yojana, the National Rural
Employment Guarantee pro-
gramme, Jan Dhan, Ujjwala, and
Ayushman Bharat get so much
political traction year after year.

This collective weakness of public
policy —  irrespective of party ideol-
ogy — is intriguing, because it is well
established that the poor line up at
the hustings to exercise their demo-
cratic choice in far larger numbers
than the middle class and the rich.

To be clear, there is no reason for India not to
match global standards in aviation, automobiles,
hospitals, telecom, retail, IT services, upscale hous-
ing and so on. All of these sectors have done their
bit in creating jobs (including the explosive demand
for chowkidar and associated security and house-
keeping services). The problem is that policy prior-
ities have been so lop-sided that the fruits of reform
have been top-down rather than evenly distributed,
creating inequalities of opportunity that consistently

constrain India’s ability to catch up with China or
even the Asian Tiger economies.

It is easy to see why we focused on incentivising
investment in airports, airlines, telecom and medical
care. This sort of stuff attracts approval from artic-
ulate sections of Indian society such as the Davos
crowd and signals to foreign direct investors that
India is open for business (as China taught us, noth-
ing sends a more compelling message than a superb
airport). Pouring money and effort into health and
education is so much less eye-catching by compar-
ison and the impact is also less visible.  

But the inattention to quality public health,
education and infrastructure, or rather the increas-
ing abdication of such services to a venal private
sector, inevitably takes its toll both in practical and
societal terms.

During the boom years between 2000 and 2008,
Indian corporations suffered a severe shortage of
skilled labour, a predicament that saw wages soar out
of whack. When the economy slowed or was subject
to a systemic shock such as demonetisation, it was the
large numbers of uneducated and low-skilled workers
who bore a disproportionate burden of hardship.

The neglect and deterioration of public services
also plays an insidious role in dividing society. The
well-heeled increasingly avoid using public trans-
port, trains, public hospitals and schools, creating a
vicious cycle of decline. Every paid-up capitalist
knows that some level of inequality works in creating
an aspirational impulse within societies; but when
the opportunities to fulfil those aspirations are con-
strained by neglectful policy, you end up with a
polarised society that falls back on age-old caste or
religious identities as the sole, if illusory, enablers
of their progress.   

China poses the greatest threat to
America’s world power and to the
current world order. How did China

at the centre, receiving deferential tributes
by lesser states. China is unlikely to
change its traditional worldview. Dr Lal’s
point is correct: China continually invokes
its own version of history to claim the ter-
ritories of neighbouring states.  A coalition
of economically and militarily strong
states must be crafted to counter China’s
growing power. 

Even a slowdown in China’s growth
will not stem its rise, although it may take
nearly three decades to develop truly glob-
al clout. Dr  Lal is right again: China is
building world-class armed forces for
global deployment by 2050. 

Russia, also steeped in authoritarian
intellectual and political traditions, also
challenges the lone superpower but is
economically incapable of countering
either China or the United States. Its eco-
nomic strategy relies on the export of
natural resources for growth.  Most of
these resources are located in the poorly
inhabited Siberian wastelands and are
being exploited by China.  Dr Lal might
have added: At Moscow’s request, of

course — because the Russians lack the
thinking and skills to develop their Far
East themselves. 

Following the disastrous collectivisa-
tion and other economic policies of Mao
Zedong, Deng Xiaoping sought “facts from
truth,” privatised farming and used China’s
labour to promote labour-intensive devel-
opment . China built up a huge production
capacity in the 1990s — and exposed itself
to global markets. Through state-led cap-
italism, Deng led Chinese industry into
consumer goods and foreign trade. The
decentralisation of foreign trade gave
provinces more fiscal autonomy.  Market
reform included the abolition of price con-
trols and trade liberalisation. 

How do the Chinese view their
progress? They don’t care about the
inequalities it has spawned. China, like
India and the US, is an aspirational society,
not an egalitarian one. China’s spectacular
growth has trickled down to the poor. The
Chinese see the wealth of others as an
achievement to aim for — rather than to
be resented. Socialists, admirers of China

and Indian poverty-fighters, please note! 
A strong rule of law and judicial inde-

pendence are essential to sustain China’s
economic advance, but the Communist
Party is not at home with such liberal west-
ern ideas.  The Communists are worried
about economic slowdown if popular
expectations of “achievement” remain
unmet.  It is then that the communist
monopoly of power will be challenged. 

Although India’s democracy is
premised on the rule of law and separation
of powers, its $3 trillion economy is far
behind China’s $14 trillion one (Dr Lal
should have used more updated figures:
His are from 2014.)

Here one can take issue with him.
Given the ease with which corrupt Indian
leaders have  flouted the law, the ease with
the Modi government has bypassed
administrative and legal procedures to
advance its own political interests,  how
effectively can India’s weakened rule of
law oil the wheels of progress? 

He is rightly critical of India’s
dirigisme and unproductive economic
management. From this the following
questions arise: Are India’s economic
prospects really all that bright? Enough
to empower it to challenge China’s pos-

sible dominance of Asia? 
Thankfully, he is a critic of the

Gandhis and their erroneous belief in
their self-styled dynasty.  India’s economy
actually took off under two non-dynastic
prime ministers — Narasimha Rao and
Atal Bihari Vajpayee. Sonia Gandhi held
the reins of Manmohan Singh’s govern-
ment  through her National Advisory
Council — and created a dysfunctional
dyarchy. Since the link between politics
and economic policy can never be broken
the author could have made more of the
fact that the inefficiency of “dual power”
hampered progress and  largely con-
tributed to Narendra Modi’s electoral vic-
tory in 2014. 

But Dr Lal is on thin ground when he
labels Mr Modi’s communally destructive
gang as “Gandhian”. The violence and
hatred that has spread under Mr Modi
could never be Gandhian — even if his
government  had brought about the
development without dole that he
promised in 2014.  Instead, it has
destroyed livelihoods through its most
important measure — the 2016 demon-
etisation —  and  through its ban on cow
slaughter.  His BJP-RSS combine doesn’t
realise that communal violence,

unchecked by the state,  is never a recipe
for progress.  

China, despite being a dictatorship,
has created incentives for progress. Why
is incentive scarce in the economy of the
world’s largest  democracy?  Has incentive
been drowned out by noisy, heavy-handed
state intervention that has left India in
the bottom one-third of the Human
Development Index? 

That disturbing and urgent question
emerges from this interesting book. But
Dr Lal’s optimism about India could be
tempered by the  facts that India’s democ-
racy is currently functioning poorly. And
joining the US in an anti-China coalition
will never make India a great power. Only
India’s economic progress will. 

(The reviewer is a Founding Professor of 
the Centre for Peace and Conflict 
Resolution in New Delhi. 
Website: www.anitaindersingh.com)
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RBI should focus more on addressing liquidity concerns 

Rate or stance?

It is common now to decry the competitive wel-
farism that is a feature of recent Indian elections.
The state elections conducted towards the end

of last year were won by the Congress party after it
promised to waive outstanding agricultural loans. In
this year’s general elections, the ruling Bharatiya
Janata Party hopes its direct transfer to farmers
announced — against all precedent — in the interim
Budget would help sway some rural
voters. The Congress, meanwhile,
has announced a minimum income
guarantee scheme that is consider-
ably more expansive — but also
appears far more difficult to imple-
ment, since it is not directly linked
to land title. State parties have been
even more munificent, to the degree
that they seem able to afford to. It
has escaped no politician’s attention
that the party currently sitting pret-
tiest in its home territory is the
Telangana Rashtra Samithi, which
also runs the most welfarist state
government in India. 

The arguments against competitive welfarism are
well known. It is difficult to find the resources for it,
and in the end it will have to be paid for either out of
taxes or through borrowing and thus, eventually, infla-
tion. Because of a relatively poor direct tax base,
increasing taxes is difficult — and if done without
major changes to the overall tax system will lead to
greater incentives to evade, to relocate, and also con-
tribute in the case of corporate income tax to retaining
India’s uncompetitive status as a producer. This latter
fact hurts workers in the long run as fewer companies
will be set up. While India’s public debt remains rela-
tively moderate on paper, contingent liabilities are
growing, which lays the foundation for a future crisis.

Higher borrowing would further crowd out private
investment, once again reducing growth and job cre-
ation. And higher inflation is of course politically
unpalatable as well as another disincentive to invest-
ment. Competitive welfarism at the state level also
strains the federal structure of India as states begin to
question how much money they are paying into the
central kitty, how much they receive in return, the

restrictions on their overall borrow-
ing, and why there are constraints on
them tapping the markets directly. 

However, democratic politics has
its own momentum, and it is one
born of the lived experience of the
population. And it is important to
understand that India has not entered
another welfarist age for no reason
whatsoever. It is the Indian state’s
recent failure to deliver inclusive
growth to whichdemocratic and elec-
toral politics isresponding. 

The experience of inclusive
growth creates support for responsi-
ble economic stewardship. It is not

necessarily expressed in that manner — it is more
often presented as support for a status quo, or for an
existing policy architecture to which in India, more
often than not, all political parties implicitly subscribe.
In the absence of inclusive growth, that support erodes. 

The experience of jobless growth — a form of non-
inclusive growth — is particularly problematic. This
is because the large army of job-seekers become the
most politically sought-after constituency. The temp-
tation to build up the government salary bill in order
to partially satisfy them will be great. In the absence
of confidence that incomes will be secure and increas-
ing, the sort of confidence provided by the experience
of job-creating inclusive growth, voters will demand

that the state step in to protect and increase their
incomes. There is considerable cross-country empirical
work that shows voter assumptions about the link
between individual action and future incomes play
into their political preferences in terms of economic
policy. If in India voters have been led to believe that
there is no link between building up human capital or
ambition and their future income prospects, then they
will hardly vote to support an economic consensus
that assumes such a link. No politician will say in 2019
that responsible economic policy will provide income
security. This is because both “sides” have had a chance
to implement responsible economic policy over the
past decade, and India has endured jobless growth for
at least that same period of time. 

Is India therefore stuck in a downward spiral?
The lack of inclusive growth leads to pressure
towards welfarism, which reduces the chances for
inclusive growth further, and so on? There is a good
chance of this coming to pass. 

However, there is also a way out. This depends
upon accepting the failure of inclusive growth in the
recent past, and on the political necessity of welfarism
today. It also however requires the form of welfarism
to be intelligently and rationally designed to increase
the chances of re-creating an observed link, for voters,
between building up their human capital and future
income security. It would also require, at the macro
level, ensuring that welfarism is structured to increase
the Indian workforce’s potential productivity. This
might go some way towards ameliorating the negative
macro-economic effects of greater spending. In the
best case scenario, it will more than pay for itself in
the long run. 

It is not certain whether income support is the
best way to go about this. But it will at least have the
effect of improving the ability to spend time away
from active work in order to build up human capital,
reduce the costs of search and matching in the job
market, and increase risk-taking. 

More effective will be increasing government
spending on health and basic education, as well as
on the administrative machinery required to prop-
erly implement these policy priorities. Universal
health care will enhance productivity. It cannot be
done on the cheap, however, as it will require the
government to closely monitor private providers (if
any) or to pay for more of its own healthcare employ-
ees. Education, meanwhile, especially primary edu-
cation, requires a more direct focus on improving
outcomes — the RTE was a “cheap” solution that
will not work in the long run. Financing for adult
training, including online education, also needs to
be bountiful in order to incentivise the choice to
build up human capital. 

If there is no sign of a political consensus for
reformist or responsible economic policy-making,
then we have to realise this is a consequence of the
failure to deliver for the past decade or more on dis-
posable income growth and security. Instead of
bemoaning the entirely predictable consequence of
this failure, it is time to ask how to shape the welfarist
agenda in a manner that long-term Indian growth
is assured. 

m.s.sharma@gmail.com; Twitter: @mihirssharma
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Competitive welfarism is a consequence of India’s failure to deliver
inclusive growth. Can it be shaped so future growth is assured? 
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become such a strong economic power?
And why is India lagging? That being the 
case, can India really counter China?
These three outstanding questions make 
War or Peace: The Struggle for World 
Power a thought-provoking read. 

China’s economic and military 
strengths are disturbing not just because 
it is an authoritarian state but because its 
view of international relations rests on its 
subjective axiom of the inequality of 
states, with China (the Middle Kingdom)




