Moving on reforms

While some changes in the law may be important, it may be necessary to work around this in the short-term

n the occasion of the first
anniversary of the present
NDA government, the last
fortnight has seen a
tremendous blitzkrieg
makingelaimsandcounter-claimsabout
achievements or otherwise of the gov-
ernment during its first year in office.
The most sensible statement perhaps
was madeby the primeminister himself,
that reforms do not mean passing laws.
Indeed, they do not, but reforms also do
not mean overwhelming publicity, self-
congratulatory rhetoric and acrimony
between the ruling and opposition par-
ties. What was needed in the first year
was a clear vision of development, set-
ting of targets, prioritising them and
drawing upa dear roadmap to achieve
them in the nextfour years.
Thenewgovernmentundoubtedly in-
herited abadeconomy Theproblem was
reflected in the decelerating growth soe-
nario, declining savings and investment
rates, poor business climate, raging in-
flation, worrisomeexternal balance situ-
ation, stagnant employment, indecisive
governance, aseries of scams intheallo-
cationof natural resources and expard-
ing populism in the name of inclusion.
However, once elected to power, the rulk
ing party should have abandoned the
election rhetoric and got down to the
business of gover nance and policy cali-
bration by putting out a vision and set-
tingtargets for reviving growth. Thehis-
toric mandate, that gave it a clear
majority after threedecades of fraction-
almandate, was opportune tofocus on de-
velopment with a spirit of accommoda-
tion. This was particulardy needed when
theruling coalition does not havemajor-
ity in the Rajya Sabha. What isrequired
is aforward-looking agenda. Continuing
thetiradeagainstthelTPAislikeflogging
adeadhorseand this hascontinued even
in the selfcongratulatory rhetoric on
completing thefirstyear
This is not to mean that the govern-
ment’s achievements duringthe past one
year in office are not noteworthy The
problem is thatthecomparisonis always
not with the past, but with the expecta-

tionsthatwerebuiltduring
the most acrimonious elec-
tion propaganda we have
witnessed inrecent times.
Indeed, theinitiat ives on fi-
nancial inclusion, insur-
ancefor unorganised work-
ers, transparent system of
coal-block auctioning, con-

competitiveness  through
business-friendly  gowver-
nance. state of the
art infrastructure and
availability of credit at
reasonable rates.

The immediatepriority
for the government is to
undertake measurestore-

troloverprices,openingup M GOVINDARAQ  vive the economy At the
FDI in insurance and de- macro level, the savings
ferce sectors, attermpt to en- and Investment ratios
act a bankruptcy law, at- & have declined from the
tempt to amend the abowr  Clarity and highlevelsof 36% and38%
laws and apprenticeship  stability in of GDP inFY08 tojustalit-
Actare allnoteworthy The [P | tle over 30%. The house-
government deserves cred- Dﬁllﬂlﬂ_ﬁ Is hold sector’s financial sav-
it for limiting the increase  @SSential. The ing has declined from the
in procurement prices of H igh of over 13% to 7%,
foodgrains. Alan,plhe de- ﬂlp-ﬂ:ﬂp we have ?L-:L]fich is just a little more
ployment of surplusstock  S€€M N tax than the combined fiscal
of foodgrains when the  administration deficits of the Union and
economy had unseasonal dﬂES ﬁttlﬂ' states—which means that
rainshelpedtocontain food funds available for the pri-
prices, However; it mustal- 10 infuse vate sector at reasonable
sobenotedthatthegovern- confidencein interestrate is scarce. The
ment was distinetly lucky; & productivity of invest-
the fall in global commodi- the Iﬂ\'EStBI'S ment islow as investments
typrocess helped itin many in stalled projects
ways. Benign prices of amounts to more than 8%
erude oil helped it contain of GDPand anoverwhelm-

fiscal and current account deficits be-
sidesreining inprices. Italso made itpos-
sible for a painless transition to decon-
trolling diesel prices. However; all these
are piece-meal reforms, and the big pic-
ture and the strategy are yet to emerge.
Instead, the entire scenario is mired in
controversies on e gislati ons for land ac-
quisition and labour laws and constitu-
tional amendments for facilitating the
GST Programmes like Swachh Bharat,
Namami Gange and Make-inIndia are
important for raising awareness of the
people and for their symbolic value.
Swachh Bharat is essentially a munici-
palfuncticn and the Central government
canonlyhelpthemtoundertakethetask.
Namami Gange requires continuous
flow of water besides regulation to pre-
vent release of untreated waste into the
Ganga. Make-in-India should notbe self-
reliancefor itsownsake; itshouldensure

ing proportion of this is in the infra-
structure sectors. These have to be dis-
entangled one by one to bring the
projects on stream. These have had se-
vere adverse impacts on the balance
sheets of the public sector banks, with
sharply rising non-performing assets,
and the recapitalisation requirements
of banks isestimated at 5% of GDP.The
agriculture sector has been languish-
ingforwant of reforms and investment.
Continuation of administered prices
on a number of commodities resultsin
large subsidies and distortions in re-
source allocation. While much rubble
hasbeenraised on the need toempower
the future generation to reap demo-
graphic dividends, very little has been
done and there is a need to have a clear
strategy framework for achieving this.
Clarity andstability inpolicies isessen-
tial. Theflip-Aopwe have seen intaxad-

ministration does little to infuse confi-
dencein the investors. The government
will have toprioritise reforms in these
areas and work out appropriate strate-
gies toimplement them.

It is important for the ruling party to
move ahead on the refor m frontrather
than continue with spiking the Opposi-
tion. In a democracy, the job of the Op-
position isto raise issues and they will,
even if it is branded as “obstruction-
ist”. Afterall, the BJE when itwas inthe
Opposition, did severely oppose thenu-
clear deal and opening up the economy
for foreign direct investment in multi-
brand retail and the BJP-ruled states
did not exactly cooperate in evolving a
reasonably sound GST regime. These
are now thought tobe the key driversof
the economy It is naive to think that the
Opposition will embrace every mea-
sure the present government proposes
even if there are significant merits in
them. Again, if the government is not
able to manage the floor and get a hill
passed, they should wait for the right
opportunity While somechangesinthe
law may be important, it may be neces-
sary to work around them in the short-
term. There is no need to get bogged
down withenactments.

What is required is a coherent policy
framework to achieve the desired ohjec-
tives. Looking back will help us to learn
the lessons of the past and move ahead
andtherefore hopefully, thecoming yvear
will see a dearer policy articulation,
their prioritisation and strategy to
achieve them. In this task, the primemin-
ister will have an importantrole in pre-
venting many distracting voices and fo-
cussing on the developmental agenda.
These have to done for the people of In-
dia. After all, we are concerned about the
peopleof Indiaand not the political par-
ties or theirdispensations.
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