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Court order will hit phone
tapping by taxman etc

Bombay High Court reiterates SC ruling that taps are justified
only if public safety is endangered or in a public emergency

TATIMEwhen governments—at the Centre and the states—are looking

at tracking even social media messages, the Bombay High Court has

done well to reiterate an individual’s right to privacy and to rule that

even tapping of phones that hasbeen signed off by government officials
is unlawful if it doesn’t meet certain criterion. The case involves a south Mumbai
businessmanwhom the CBI believed was bribing bank officials to get some favours
in connection with a loan. The agency decided to tap his phone and, in fact, three
such orders were issued; in October 2009, December 2009 and then again in Feb-
ruary 2010. The businessman, however, approached the court to get the records
destroyed since, he argued, the tapping was illegal.

The court has concurred with this and cited various rulings, starting with the
famous PUCL one, to support its contention. “But the right to hold a telephone con-
versation in the privacy of one’s home”, the Supreme Court had ruled, “or office with-
out interference can certainly be claimed as ‘right to privacy’”. Tapping of phones, the
SC had ruled, violated a citizen’s rights under Article 21 “unless it is permitted under
the procedure established by law”. This procedure involves the setting up of a review
committee comprising the Cabinet/Law/Telecom secretaryat the central government
level—it is headed by the chief secretary at the state level —which was to, within two
months,reviewthe tapping orderand seewhether this passes the conditionslaid down
under Section 5(2) of the Telegraph Act. Section 5(2),in turn, talks of how there has to
beeithera“publicemergency”orthe tapping hastobe“in theinterest of publicsafety”.
In the case of the Mumbai businessman, the tapping orders were issued with “public
safety”as the objective.

The Bombay High Court has pointed out that while there are several SCjudgments
thatdonotthink tapping of telephone conversationsviolates privacy—which isa fun-
damental right—a 9-judge bench in KS Puttaswamy had accepted this principle in
2017,and this overruled eatlier Constitution Bench judgments.Any infringement of
the right to privacy, the court said, would have to meet certain tests; it had to be sanc-
tioned bylaw, it must be necessary,it mustbe proportionate totheneed foritand there
must be procedural guarantees against the abuse of such powers. In this particular
case, the Bombay High Court said, the tapping orders were not referred to the review
committeewhich could ascertainwhethertheymet the prescribed standards.The gov-
ernment officials, the courtadded,were not able toshowthat therewasanyrisk to“the
people at large”, nor could they show that the move was in the “interest of the public
safety”. While not following proper procedure in this case was enough reason for the
courttoquash thetapping ordersand toorderthat the transcripts be destroyed,itis not
clear if the future benchmark for tapping is going to be just ‘public emergency’ and
‘publicsafety’; if it is, the taxman or the Enforcement Directorate may find it difficult
to get permission to tap phones in future. With the Supreme Court now hearing cases
about whether social media messages should be traceable,and whether lawful inter-
cepts should be allowed, the issue of the right to privacy—and how absolute it is—will
come up again; in which case, there will be some more clarity on the issue.

Missing numbers

Not releasing lynching data hurts the govt’s image

T IS UNCLEAR why the data on lynching and murder committed because of

religious reasons, apart from those on khap-panchayat-ordered killings and

murder by influential people, have been kept out of the Crime in India 2017

report, the National Crime Records Bureau’s (NCRB’s) latest compilation of
crime data. Odder still, it is not as if the data for lynching weren’t collected; as per
The Indian Express,the NCRB undertook a massive data revamp exercise under for-
mer director Ish Mishra, as a part of which the sub-heads of lynching and murder
for religious reasons were added to the murder classification. To be sure, an
unnamed sourceinanewsreport claimed that the dataweren’t published because
of the quality of data submitted by the states being unreliable. However, in such a
case, it is hard to see why the rest of the data submitted by the states were consid-
ered to be of sound quality. Given how lynching incidents—for a host of reasons,
from suspected theft, child lifting, cattle smuggling/slaughter or communal rea-
sons—have dominated headlines, and both the Centre and the states have been
blamed forfailing to crack down ina manner that deters such crime,data on lynch-
ing is seen by criminology experts to be a key part of what should inform govern-
ment policies on tackling such crimes better.

The fact is that there have been private attempts at recording the rise in lynch-
ings, often led by media houses, but such attempts have come under criticism for a
host of shortcomings, from allegedly being biased against one community or the
otherin recording these incidents to ascribing the wrong reasons forincidents,and
even failing to record incidents covered in regional language media given the
reliance on English media reportage for sourcing data.That said, the need to dissect
lynching to proactively prevent incidents couldn’t have been more urgent thanit is
now.It is in the best interest of the government to publish the data, even if it even-
tually spins an inconvenient narrative for one or the other political ideology, given
how not publishing is going to bolster the notion that the government is deliber-
ately hiding the data. With leaders of the ruling party and of its ideological fount,
the RSS, having either failed to criticise lynching in concrete terms or having even
come out in support of the accused, the government can ill afford to have another
controversy over data, quite in the manner of the one over the unemployment data
that raged at the time of the general elections. More so, given the data shows a
marked increase in number of crimes against the state,including sedition,a charge
that the authorities have slapped against individuals in a trigger happy manner. At
theveryleast,the government must spell out the reasonswhy thelynchingand other
data have not been released,and commit to an early date of publishing of the same.

MilkMATTERS

FSSAI milk study shows contaminants a key concern,
management must begin early in the value-chain

HE FOOD SAFETY and Standards Authority of India’s (FSSAI’s) national

survey to test for adulteration and contamination in milk has thrown up

some significant findings. Of the 6,432 samples collected last year

between Mayand October from 1,100 cities, 9 3% were found to be safe for
consumption.The samples were tested for 13 adulterants and three contaminants
(antibiotics,aflatoxin M1,and pesticides). The FSSAT had noted that contamination
was a bigger problem than adulteration when consuming milk—processed or raw.
The survey found antibiotics above the prescribed norms in 77 samples. But, the
biggest concern has been the presence of aflatoxin M1 in some samples.

Aflatoxin M1 is a deadly carcinogen whose consumption—of about one mg/kg
or higher—can lead to aflatoxicosis, eventually causing death. The survey noted
that out of the 6,432 samples, 368 (5.7%) had aflatoxin beyond the permissible
limits. The highest concentration of aflatoxin was found in samples from Delhi,
Kerala and Tamil Nadu. FSSAI notes that the presence of aflatoxin can be attrib-
uted to the cattle-feed and fodder. Aflatoxins are produced by certain fungi pre-
sent in crops like maize, cotton seeds, etc. Improper storage, in humid and warm
conditions, lead to the creation of aflatoxin in the harvest, which then passes on
from the fodder to cattle, and from cattle to milk. Given milk is a staple for chil-
dren,theregulatory framework must ensure that contamination from toxic cattle
feed is prevented.Farmers and warehouse personnel need to be trained in safe stor-
age practices. The problem of contaminants is compounded given their presence
in milk products is yet to be studied. The government also needs to crack down on
antibiotic abuse in agriculture to ensure that antibiotics levels don’t shoot up in
milk and other food.
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IMMIGRATION ECONOMY

ATATIME WHEN US PRODUCTIVITY GROWTH AND NEW BUSINESS FORMATION ARE LOW,
ADMITTING MORE H-1B WORKERS SEEMS LIKE AN OBVIOUS MOVE

A case for more

¢ DIALLING ITUP

Union law minister Ravi Shankar Prasad

Neither MTNL or BSNL are being closed, nor being
disinvested, nor is being hired to any third party. The
Union Cabinet has approved revival plan of BSNL and
MTNL and in-principle merger of the two

H1-B visas for Indians

N THE TEMPESTUOUS debates
about immigration policy, the
humble H-1B temporary visa
tends to be overlooked. Streams
of desperate Central Americans
marching toward the border tend to
evoke strong emotions on all sides,
while tech professionals from India
working in Silicon Valley elicit fewer
objections. But H-1B workers are
important to national prosperity, and
the program is under threat from the
Donald Trump administration.

Though these visas normally expire
aftersixyears, the H-1B effectively func-
tions as a trial period for high-skilled
immigrants. Often, it gives a worker a
chance tobecomeestablished and apply
for permanent residence, while it gives
their employer the ability to try them
out.Without it,fewer skilled immigrants
would be able toworkin the US.

H-1B workers contribute a lot to
innovationand economicdynamism.A
2010studybyeconomists William Kerr
and William Lincoln, for example,
found thatwhen H-1Badmissionswere
increased in the 1990s, patents attrib-
utable to people with Chinese and
Indian surnames increased, while
patents by people with Anglo-Saxon
namesdidn’t fall. And arecent paper by
economists Stephen Dimmock, Jiekun
Huang and Scott Weisbenner found

that companies that win the H-1Bvisa |
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lottery—which is held in years when
applications exceed the number of
visas—tend to receive more venture-
capital funding, tend to be more suc-
cessful and produce more patents.

Furthermore, H-1Bs help native-
born workers. Studies by economists
Giovanni Peri, Kevin Shih and Chad
Sparber, comparing across cities, have
found that allowing in more H-1B
workers raises wages for native-born
high-skilled US workers, and doesn’t
hurt their employment levels.

The reason is what economists call
clusteringeffects.The more H-1Bwork-
ersmove toa city,the more tech compa-
nieswant tolocate their offices, factories
andresearch facilities in that city. When
tech companies cluster togetherinacity,
it raises local productivity, and it also
prevents high-valuejobs from being off-
shored toIndiaor China.Ironically,even
if individual companies want H-1B
workersin ordertohold downwages, the
presence of lots of H-1Bworkers ends up

raising wages overall.

At a time when US productivity
growth and new business formation
are low,admitting more H-1B workers
seems like an obvious move.The num-
ber of H-1B workers rose in the first
half of the decade, despite the official
cap of 85,000 ayear.But, thisislargely
because of hiring at institutions that
are exempt from the cap, such as uni-
versities and non-profits. Companies,
inturn,arebeing starved of the foreign
talent they need to expand and grow.
The official cap on H-1B visas, which
constrains the number of workers pri-
vate businesses can hire, was allowed
to fall by more than half in 2004, and
hasn’t been raised since.

Now, the Trump administration has
launched a new attack on H-1B work-
ers. Denial rates for H-1B applications
have soared.

US Citizenship and Immigration
Servicesreports showthat the reduction
is intentional. For now, the effort hasn’t

Trump policy in action
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India’s EoDB rank no cheer for MSMEs

The Sinha Committee recommendation for
an impersonal, digital Information Utility
is our best bet to improve the payments
culture, not additional compliances

WILLINDIA GET aDiwali giftlatertoday
by breaking into the ranks of the top 50
in Ease of Doing Business (EoDB)? India
has made a significant rise in the global
ranking from 142 to 77 over the past six
years, thanks to concerted efforts from
the government, and the answer will be
known today. Unfortunately, a signifi-
cantly higher rank now may get a luke-
warm response from businesses in gen-
eral,and MSMEs in particular.There are
two reasons for this. The first is techni-
cal—reformisacontinuous process,and
the Doing Businessrankingisanannual
exercise for the World Bank. Conse-
quently, all the recent changes that the
government has introduced, since June
2019, will only be accounted for in the
World Bank’s report next year. Mean-
while, Indian businesses have already
discounted the gains from last year and
are focused on today’s pain.

Thesecond reasonisthat,all saidand
done, the World Bank study has its limi-
tations for Indian entrepreneurs. As a
global study, the ranking is based on 41
indicators across 10 categories to arrive
at the performance of a country relative
to the best performing country. But a
small firminIndiais grapplingwithreg-
ulatorycholesterol that goesway beyond
those 41 indicators.With 58,000+ com-
pliances, 3,000+ filings and 2,500+
updates,the compliance burden is com-
plex and fluid. MSME:s are, for the most
part, run by single entrepreneurs,and
theybearadisproportionate compliance
burden, compared to large companies.
Handling the existing paperwork and
staying updated with frequent legal
changes drains their productivity and
curbs their capacity to grow.

To make matters worse, additional
compliances are the bureaucracy’s
answer to most problems. For instance,
in conversations with Pune-based
MSMEs on EoDB, we found that the
World Bank ranking is far from their
minds. The single biggest hurdle they
faceisthe strain on working capital. Not

onlyaretheyseverely strapped for cash,
thanks to delayed payments from big
buyers, they have been further bur-
dened thisyearwith anadditional com-
pliance in the form of a half yearly
return on outstanding dues to micro
and small enterprises (MSME Form 1).

That delayed payments are the bane
ofan MSME entrepreneur’s life isawell-
documented problem for decades that
has been resistant to all regulatory
moves so far. In 2006, the government
mandated that payments to MSMEs
cannot be delayed beyond 45 days, stiff
penaltieswere instituted. This had little
impact,given the lowbargaining power
of MSMEs. In 2012, companies with
audited accounts were instructed to
make disclosures on outstanding dues
to MSME:s in their annual reports. The
problem persisted.In 2015, a redress
mechanism was set up, through an
online portal (MSME SAMADHAAN—
Delayed Payment Monitoring System).
Yet,given the fear of reprisal,small firms
are loathe to complain in open. So far,
just 27,455 applications have been filed
by MSMEs on the portal foroutstanding
duesworth 7,161 crore.In otherwords,
lessthan halfa percent of the 7.7 million
units with Udyog Aadhaar have filed
complaints on the portal. Ironically, the
government itself comes through with
apoor paymentsand redressal culture—
more than 60% of the 2,861 applica-
tions pending against central and state
governments, and departments have
been unaddressed for more than 90
days. The finance minister recently
urged large companies to clear the
340,000 crore dues owed to MSMEs—
the amount owed bylarge companies is
close to 9% of the outstanding loans
from banks to MSMEs. This record of
delayed payments, of delayed redressal,
despite strict laws and open redressal
system, does not, in any way, make for
ease of doing business.

In June, the UK Sinha committee on
MSMESsputoutan excellentrecommen-

KALE

Economist, Avantis Regtech (a TeamLease
company). Views are personal

dation to set up an Information Utility
(IU) to identify defaulters. To tackle the
issue of asymmetryof power,anamend-
ment of the MSME Act, 2006 has been
sought such that all MSMEs mandato-
rilyuploadall theirinvoices abovea spec-
ified amount (the committee suggested
1 crore,but it could be lower) on the IU
portal. A designated authority would
thenactasanintermediary,usethedata
on unpaid bills and then write to the
defaultersto clearthebillwithin the next
month.Byautomatically generating the
details of defaulters online, there would
be transparency to lenders, rating agen-
cies and other MSMEs. While this solu-
tion needs more discussion with indus-
tryassociations toiron outany concerns,
the method of naming and shaming,
through a third party,without initiation
by the MSME could work to encourage
an honest payments culture.

A digital, impersonal, transparent
solution should have a better impact
than a compliance driven one. In any
case, the government should do away
with the MSME Form 1,which is the half
yearly return with the Registrar of Com-
panies on outstanding payments to
micro or small enterprises. Instituted
early this year, this form asks all compa-
nies,including MSMEs, to give detailson
outstanding dues to micro and small
companies, and reasons for those. This
halfyearlyreturn hasincreased the com-
pliance burden on MSMEs and more
pertinently, the additional paperwork
hashadnoimpactonimproving the cul-
ture of payments.Asastarting point, the
MCA can consider mandating thisreturn
only for large companies, with turnover
more than X250 crore.

A §5 trillion economy may seem far
on the horizon for now, but faster
growth cannot be achieved without
greater productivity.Even if India breaks
into the top 50 later today, our MSMEs
will cheer only when they see an over-
haul of theregulatorysludge thatis sap-
ping their energy today.

done much to lower the number of H-
1Bs; many of the denials are overruled
and the number of applications hasn’t
dropped bymuch,meaning thatthecap
is still being hit every year. But Trump
and hisadministration are clearly trying
toreduce the inflow of skilled workers.

Why the hostility toward H-1Bs,
especially when opinion polls show
overwhelming support for skilled immi-
gration? Given Trump’s rhetoric and
reputation,race may have somethingto
dowithit;about three-quartersof H-1B
petitions are for Indian workers, and
China and India together represent
morethan 85% of the total. Thereisalso
alongstanding concern that manyof the
visas are being taken by outsourcing
companies that add little to American
innovation and dynamism.

But unfounded worry over wage
competition is surely a big reason for
antipathy toward H-1Bs. H-1B workers
in the technology industry tend to be
paid less than their native-born coun-
terparts,suggesting that employersuse
foreign workers to try and hold down
pay.And many H-1B opponents think
theyknow the reason;visaholders,they
allege,are tethered toasingle employer,
unable to change jobs for fear of being
forced to leave the country. A worker
who can’t switch companies probably
will accept less in compensation. For
this reason, some commentators have
likened the H-1B program to inden-
tured servitude.

This criticism is vastly overblown. A
law passed in 2000 made H-1B visas
much more portable. An H-1B holder
can now switch employers and start
working before the paperwork is
approved.Evenifan H-1Bworkerislaid
off,he or she can stay in the country for
60 days to find a new job.

Although the H-1B program does
have its flaws, it is a good program,
and it should be expanded. More
skilled foreign workers aren’t going to
hurt native-born Americans; they are
here to help.

This column does not necessarily
reflect the opinion of the editorial
board or Bloomberg LP and its owners

LETTERS TO

THE EDITOR

Time for one election

While multiple and long-drawn polls
are a compulsion on account of
security reasons, it is crucial to
optimise the process, reduce the
cost towards futile campaigns and
expedite the pace of development-
projects across states. It is time to
work towards phased-consolidation
of the polling process and
progressive-efforts must be carried
out to achieve higher
productivity/cost-effectiveness, by
spacing-out the polls. In a federal
structure with a multi-party system,
the larger public-interest demands, a
collaborative work-relation among
political-entities, to boost growth
and solidarity. Irrespective of the
timing/frequency, elections ought to
be envisioned as a mechanism to
address the civic, state and national
issues—and not as a platform to
allege or derogate counterparts.
One-Election is therefore expected
to be aviable and perhaps the only
option in near-future, to fulfill the key
socio-economic goals over vested
interests. Sovereign-goodwill
demands stability and a unified
leadership over the entire-term, to
attain consensus on matters of
national-importance and
attract/sustain public-cheer in the
long-run. That said, a one-time
nationwide poll is challenging to
implement on account of
machine/manpower needs, besides
difficulties in synchronising tenures
among governments at states and
the Centre. Also, the poll-process
ought to address local as well as
national issues equitably and
overcome the rare scenario of an
unstable government being
elected/voted to power for the
entire-term. Availability of resources
in a vast geography and increased
acceptance towards a
representative-style of democracy,
are must-have to accomplish the
seamless transition and attain the
desired economies-of-scale.

— Girish Lalwani, Delhi
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What drives
long-term
economic

growth?

The challenge before India is to sustain both economic
and social development simultaneously. There are areas
where India has done well. Quality of business
environment has improved, investments in physical
infrastructure continue in earnest, Poshan Abhiyaan
has been launched. These are productivity-enhancing
measures that will support growth over the next decade

ECENTLY, THE TERM ‘mid-
dle-income trap’ has made a
comeback in the Indian con-
text as fears that the country
may find itself caught in this
trap loom large. Conceptually, the ‘mid-
dle-income trap’refers to the phenome-
nonwhere countries attain certain ‘mid-
dle-income’ levels after which growth
stagnates.Can thistrap be avoided? What
explains rapid growth in countries and
then slowdowns?

Economists have explained rapid
growth inlow-income countries through
the idea of convergence (or catch-up
growth). The idea is simple—the larger
the gap between the ‘leader’and the ‘fol-
lower’, the faster the catch-up growth.
However, once income levels begin to
converge with that of the leader, i.e. the
gap becomes smaller,growth slows down
aswell.Thisimplies that thereisa certain
‘advantage to backwardness’

However, renowned economist Lant
Pritchett notes that a feature of modern
economic historyis that of divergencein
the productivity levels and living stan-
dards of economies. Of course, there have

been exceptions—consider Japan and
other East Asian Countries as examples.
These countrieswere successfully transi-
tioned from low-income to high-income
countries in the span of a few decades.

He demonstrates that being techno-
logicallybehind is not enough to sustain
‘catch-up’growth,implying that conver-
gence may be conditional. Pritchett
leaves us with four important questions
to ponder over when considering the
dynamics of India’s growth story:

First, what accounts for continued
per-capita growth and technological
progress of those countries leading the
frontier? Second, what accounts for the
few countries thatareable toinitiateand
sustain catch-up growth? Third, what
accounts for why some countries lose
growth momentum? Fourth, what
accounts forwhy countries remainin low
growth foralong period?

Pritchett’s second and third questions
arerelevant to India’s growth story,going
forward. To answer the second question,
Ilook at what the economic growth the-
ory says. Broadly speaking, the literature
on economic growth can be divided into

two strands: exogenous growth and
endogenous growth.

Central tothe exogenous growth the-
ory is the idea of ‘total factor productiv-
ity’ (TFP), popularly known as the Solow
Residual. According to the Solow-Swan
Model, factor accumulation (capital,
labour) and TFP determine output. Given
the underlying assumption of diminish-
ing marginal returns to capital, techno-
logical changeis the driving force behind
growth in this model. However, the
model stops short of telling us what the
determinants of TFP growth are,assum-
ing it to be exogenous. In essence, this
theory implies that growth is fuelled by
technological progress, independent or
‘exogenous’ of economic forces. This
assumption of exogenous technological
change led to the development of
endogenous growth theory, popularised
by Nobel Prize winning economists such
as Robert Lucas Jr.and Paul Romer.

Endogenous growth models also see
technology as the driver of long-run
growth, but also hypothesise that tech-
nological progress is dependent on the
decisions of economic agents, in con-
tradiction to exogenous growth theory.
So, growth in this model comes as a
result of our usual factors of production
(land and labour), but also knowledge
accumulation.

However, both of these models
(along with their various extensions)
have been unable to fully explain the
large differences in cross-country
incomes. The conditional
convergence hypothesis
implies that being behind
on the technological fron-
tier is not enough to kick-
start catch-up growth.The
Solow-Swan Model implies
that differences in capital
account for little of cross-
country income differ-
ences.Endogenous growth
models further imply that
technology is non-rival,
therefore differences in technology are
unlikely to explain cross-country
income differences.

Despite different approaches in
accounting for growth, the primacy of
productivity is clear. This leads us to
answer Pritchett’s third question—why
countries lose growth momentum?
Could cross-country income differences
potentially be explained by how well
countriesareable to utilise the given level
of technology?

A World Bank working paper titled
‘Avoiding Middle Income Traps’demon-
strates that 85% of the slowdown in
growth is explained through declining
TFP growth.The hypothesis here is that
the factors that generated growth at
low-incomelevels tend to lose relevance
as a country moves up income levels.
This implies that the factors that sup-
port growth must evolve along with
growth to take advantage of the new
opportunities on offer.

We need to dig deeper to understand
these differences. Social infrastructure,
orsocial capability,hasbeenidentified as
a key determinant. Here, the hypothesis

India must increase
its social capability
to enhance our
ability to absorb
and exploit current
technologies

ILLUSTRATION: ROHNIT PHORE

is that social capability defines the abil-
ityof acountrytoabsorband exploit new
technologies.It can also be thought of as
the institutions and policies that align
private and social returns toactivities.In
essence, social capability and infrastruc-
ture can be thought of as national com-
petitiveness a la Michael Porter.

How does one go about estimating
productivity? In a recent World Bank
working paper, Kim & Loayza (2019)
estimate the determinants of TFP
through a panel of countries. Education
emerges as a key driver of productivity
in developing countries, supported by
infrastructure,institutions, market effi-
ciency and innovation. Missing, how-
ever, from their analysis is the role of
health and nutrition.

Therecentlyreleased Global Compet-
itiveness Index (GCI) by the World Eco-
nomic Forum (WEF) measures competi-
tiveness or productivity through 12
pillars: institutions, infrastructure, ICT
adoption, macroeconomic stability,
health, skills, product market efficiency,
labour markets, financial systems, mar-
ket size,business dynamism and innova-
tion capability. Both approaches include
similar indicators to measure competi-
tiveness or productivity.

The challenge before India is to sustain
both economic and social development
simultaneously. There are several areas
where India has done well. Quality of the
business environment has improved sub-
stantially, as evidenced by our perfor-
mance on the Ease of Doing
Business.Whilst macroeco-
nomic stability has been
achieved, the current
growth slowdown has
spurred reforms in key
areas,such asthereduction
in corporate tax rates.
Investments in physical
infrastructure continue in
earnest, with the current
regime committing 100
lakh crore worth of invest-
mentsin infrastructure. Poshan Abhiyaan
hasbeenlaunched toimprove nutritional
outcomes. These are all productivity-
enhancing measures that will support
growth over the next decade.

A Kkey takeaway from the GCI 2019 is
thatabalance needstobe struckbetween
technology integration and human cap-
ital investments. Growth-enhancing
structural reforms need to be comple-
mented with investments in human cap-
ital.In terms of education,a focus on out-
comes, along with raising public
investments, emerge as macro-level
goals. The focus on primary health and
nutrition must continue. For example,as
per World Bank data, India’s current
expenditure on health (as a percentage of
GDP) stood at 3.7% in 2016.In compar-
ison, upper-middle income countries
spent 5.9% of GDP on current health
expenditures.China spent close to 5%in
2016 aswell.

India must increase its social capabil -
ity to enhance our ability to absorb and
exploit current technologies. Only then
will we witness sustained productivity
growth that will drive our growth story.
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@® ECONOMIC SLOWDOWN

Centre alone

can’t be blamed

GUPTA

The author, an IAS, is secretary, Planning,
Arunachal Pradesh. Views are personal

States must become engines of growth,
with the Centre facilitating them

HE GDP GROWTH rate for the first quarter
showed that the Indian economy grew at its slow-
est pace in over six years. It became a point of
debate astowhoisresponsible for this slowdown.
Majority of the people targeted the Centre and its
policies in the recent past for this sharp deceleration. How-
ever, problems in the economy are structural in nature that
require a change in thinking by both the Centre and states.

If we look at the Budget 2019 and 14th Finance Com-
mission Report, we find 42% of the divisible pool of taxes
are given to states. Many states are demanding to the 15th
Finance Commission that this vertical devolution should
further increase. These untied grants to states are over and
above the funds provided under central sectorand centrally-
sponsored schemes by the Union government. While cen-
tral sector schemes are 100% financed by the Centre, cen-
trally-sponsored schemes are partly financed by the Centre
and state governments in the ratio varying from 90:10 (in
the case of Northeast states) to 50:50 in other states.

Some important schemesinkeysectors runningin states
are Integrated Samagra Shiksha Yojana (education), National
Health Mission (health), National Rural Drinking Water Pro-
gram (water), Saubhagya and Integrated Power Develop-
ment Scheme (power), Pradhan Mantri Gram Sadak Yojana
(ruralroads), Pradhan Mantri Krishi Sinchayee Yojana (agri-
culture), National Programme for Dairy Development (ani-
mal husbandry), etc.In fact,all the key flagship schemes run-
ning in states are centrally-sponsored schemes.

If we wish to become a §5-trillion economy by 2024, we
need to improve the capability of states to drive as engines
of growth. A paradigm shift is required while doling out
funds to states. Each scheme must have a component of per-
formance-linked funds so that states compete forimproving
their performance. Funds must be linked with conditional-
ities so that states bring reforms. As an example, under the
Integrated Samagra Shiksha Yojana, some states have
improved their school results effectively. But there are also
otherswherelearning outcomes have notimproved despite
huge funding. The primary reason is shoddy recruitment
process followed in states and thereafter unionisation of
such teachers to get regularised. There are also instances of
teachers putting political pressures to stayin headquarters,
thereby making the student-teacherratio skewed inremote
schools.Thus, there isaneed of invoking conditionalities like
recruitment of teachers through independent service
board/commission, maintaining ideal pupil-teacherratioin
schools, etc,before releasing funds to states.

GSTisanimportant step towards cooperative federalism
where statesand the Centre come together to form common
policies and adopt uniform tax rates. In the short term, this
may lead to some slowdown, but it is an important course-
correction legislation that will bring structural reforms in
the economy in the times to come.

To improve productivity in agriculture and allied sector,
we must change our approach of giving piecemeal funds to
cover maximum beneficiaries. The Centre should guide
states to identify progressive farmers, give them compre-
hensive training, technology and enhanced financial out-
lays sothat the income of progressive farmersincreases con-
siderably, thereby motivating others toreplicate.Investment
in value-chain addition should be increased by forming
cooperatives and incentivising state governments to set up
primaryand secondary processing unitsand provide seam-
lesslogistical support forrealising the optimum cost of pro-
duce. Waiving off agriculture loans or increasing the limits
for priority sector lending alone will not boost agriculture.
Till the time states are forced to bring reforms and invest in
this sector,we cannot double farmers’incomes by 2022.

Toincrease industrial output,we need to create enabling
infrastructure forindustries. It requires a coordinated effort
of both the Centre and states. Majority of the enabling infra-
structure like reliable power supply, external utilities, law
and order, etc, is the responsibility of state governments.

We often find short-term solutions and give instant relief
to the problems that crop up. However, it will be prudent to
identify structural issues that our federal set-up is facing
and bring reforms so that our economy comes on track in
the long term, with states becoming engines of growth and
the Centre facilitating them.

ROM MEDIA REPORTS, it is

observed that the Delhi govern-

ment, the National Green Tri-

bunal (NGT), the Central Pollu-

tion Control Board (CPCB), the
Supreme Court-appointed EPCA (Envi-
ronment Pollution Control Authority),
governments of adjoining states (Punjab,
Haryana and Uttar Pradesh,and their pol-
lution control boards) are all showing
alertness in fighting air pollution in the
Capital well in time. Now, the real test lies
in coordinating their actions for imple-
mentation of various measures. The chal-
lenges are already known based on our
experience of last manyyears.

Air pollution in Delhi is contributed by
the presence of PM 2.5 and PM 10 parti-
cles, carbon dioxide, carbon monoxide,
nitrogen oxides, sulphur dioxide, garbage
dumps and landfills containing plastics,
etc. The main sources of all this are (1)
transport system,(2) construction/demo-
lition activities, (3) road sweeping, (4) coal-
fired power plants and brick-kilns,and (5)
most importantly, rice stubble burning in
the bordering states in the months of
October and November every year.

Let me first discuss the existing sce-
nario of stubble burning this winter, as it
is a major contributor to air pollution as
usual. According to scientists at NASA,
there may be spikes in farm fires this win-
ter.Itisbecause theirsatellite images sug-
gest that crop harvest in Punjab and
Haryana this year may be at the historical
highs because of monsoon staying longer
and some local factors. Consequently,
much more paddy straw—about 200 lakh
metric tonnes—is likely to be generated,
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We must execute the Graded Response Action Plan

of the EPCA in letter and spirit
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increasing farm fires. Here,it may be noted
that 1 tonne of stubble releases 2 kg of sul-
phurdioxide, 3 kg of particulate matter, 60
kg of carbon monoxide, 1,460 kg of carbon
dioxideand 199 kg of ash.Justimagine the
havoc burning 200 lakh tonnes will do.
NASA has found this in advance by calcu-
lating what is called the normalised dif-
ference vegetation index (NDVI)—a mea-
sure devised for greenness that can
indicate crop orvegetation cover. Further,
NASA data shows that between 2002 and
2018, the most number of stubble burn-
ing casesreported werein 2016,at 18,000.
This year, we expect the figure may be
16,000 or so, but fearing detection by
satellites, farmers may light fire in small
pockets not caught by satellites.
According to a recent CPCB report, the

annual average of PM 2.5 levels during
2016-18 (at 115 micrograms per cubic
metre, which is three times the safe limit
prescribed by the WHO) s 25% lower than
the average during 2012-14. However,
Delhi’s average level needs to be lower by
65% to meet the standards under the
National Clean Air Programme (NCAP),
which is along way to go.

The government of Delhi has intro-
duced a number of measures during the
last few years but without any real respite
fromair pollution.Inview of this, itisnec-
essary toreview thevarious steps taken by
the government to increase their effec-
tiveness.The main ones are as under:

DThereare certain guidelines foragen-
cieswhile carrying out construction work,
for avoiding and controlling dust, but
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these are not being strictly followed.

D Using mechanical road sweeping
machines is a must to bring down dust. It
is observed that four civic bodies (having,
among them, 56 such machines) are not
effectively utilising their machines pri-
marily because of poor maintenance due
tonon-availability of spare parts.The aver-
age road length swept currently is 38 km
pershift of 8-10 hours,instead of theroad
length of 80-100 km per dayaccording to
astudybyTERL Dumping of dust collected
by machines (a machine collects 1.13 to
4.1 tonnes per shift) is another problem
that needs to be fixed soon.

D Reduce stubble burning sufficiently
in adjoining states by increasing aware-
ness amongst farmers and providing
happy seeders for sowing and other neces-

sary mechanical devices through neces-
sary financial incentives.

D Measures like staggered office tim-
ings,banning diesel gensets and shutting
down of industrial units based on coaland
biomass and brick-kilns during winter is
not being resorted to.

Besides the above, it is suggested that
the following long-term measures to
combat the menace of air pollution,which,
in course of time, may engulf many more
cities in India, be taken:

D Planting of saplings should be donein
very large numbers to compensate for
highly reduced green cover over a period,
and don’t cut treesin the future.Theseare
our greatest carbon sinks,alongwith water
bodies and soil.

D Increase the number of public trans-

port buses drastically. In fact, during the
last 10years,the number of buses has gone
down to 5,500 from 6,329,while we need
11,000 buses to meet the demand and
alsoincrease dependence on publictrans-
port to reduce air pollution.

D Cloud seeding and artificial rainfall
can play an important part in bringing
downair pollution.Itis heartening that IIT
Kanpur has been awarded a project by the
CPCB in this area.

D Install gigantic air purifiers, and it is
nowlearnt that the National Environmen-
tal Engineering Research Institute (NEERI)
isworking onavariant of WAYU that caters
to 500 sg-m.

D Introduce congestion pricing. This
means that vehicle owners need to pay
extra to enter the busiest and most con-
gested parts of the city, and we have
already identified 12 such hotspots in
Delhi. Singapore, Stockholm and London
are doing this. The recent RFID system
(introduced by the School of Planning and
Architecture) for commercial vehicles
entering Delhiis an example of congestion
pricing that has worked.

D Innovative ideas like creating vertical
gardens on all publicbuildings/spaces (like
in Singapore) to replace the greenery lost
on the ground,and providingwater sprin-
klers behind all two-wheelers are being
suggested and the feasibility of these may
be examined sincerely.

To conclude, intensive ground moni-
toring and the implementation of the
above measures is key to combating air
pollution in Delhi NCR.We should be fully
ready to execute the Graded Response
Action Plan of the EPCAin letter and spirit.
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