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Slow and steady
Welcome move to raise gas, kerosene prices in small doses

T

he Union government has allowed oil marketing companies to
raise the price of subsidised cooking gas for domestic use by ~4 per
cylinder every month. In addition, it has decided to continue the
practice of increasing the price of kerosene by 25 paise per litre every
fortnight till such time the remaining subsidy is eliminated. Both the decisions
are welcome. It reflects the government’s commitment to oil price reforms, taking full advantage of relatively low international crude oil prices. Earlier, the
government had similarly linked the price of diesel to the market so that price
changes happened in small doses. Politically, as against a one-time steep
price increase, small and periodic increases make eminently good sense
since they evoke little consumer resistance. The United Progressive Alliance
government had used the same technique for deregulating the price of petrol.
It is encouraging that oil price reforms have been embraced with equal commitment and political maturity by two successive governments irrespective
of their political affiliation.
The logic of gradual changes is unexceptionable. Subsidised prices of
cooking gas and kerosene have led to leakages, misuse and even abuse through
adulteration. The government has already launched schemes to restrict the
supply of subsidised cooking gas to only 12 cylinders a year, deny such subsidies to those with an annual income level of more than ~10 lakh and persuade
consumers to give up the use of subsidised cooking gas voluntarily. More than
11 million cooking gas customers have volunteered to give up the subsidy. At
the same time, the government has provided subsidised gas connection to
about 25 million poor households, so that they switch over to a less polluting
and more hygienic cooking fuel.
All these schemes, along with periodic increases in prices, have led to better targeting of subsidies and brought down the government’s subsidy bill per
cylinder from about ~410 in 2014-15 to ~109 in 2016-17. In kerosene, too, apart
from periodic price increases, state governments have been persuaded,
including through financial incentives, to phase out the use of kerosene by
improving the availability of electricity to meet lighting needs and encouraging
people to use LPG for cooking purposes. As a result, kerosene consumption
last year fell 21 per cent and the subsidy on it declined from about ~28 a litre
in 2014-15 to ~11 a litre in 2016-17.
However, the government has decided to raise the cooking gas price till
the subsidy is eliminated or till March 2018, whichever is earlier. Current
price trends and the monthly increase amount suggest that the subsidy may
not be eliminated by March 2018. In other words, it is keeping its option of
declaring a pause on a price increase beyond next March, perhaps for electoral
considerations. This is disappointing. The government must remain committed to fuel price reforms and, in fact, expand their scope by encouraging
participation of private players in fuel distribution in order to boost overall efficiency in this sector.

Make it count
A good monsoon is not enough to redress farm distress

T

he rainfall in the first half of the four-month monsoon season (June
to September) has been fairly satisfactory despite the incidence of
drought in parts of Tamil Nadu, Karnataka and Kerala as well as
floods in pockets of Gujarat, Rajasthan, West Bengal and Assam. The
cumulative rainfall in the country has been about 2 per cent above the long
period average, with as much as 80 per cent area receiving normal or above
normal precipitation. As a result, there is every possibility that the total area
under cultivation will be higher than last year. The prospects of kharif output
breaking last year’s record are also bright, though agricultural growth may not
show much increase over last year’s 4.1 per cent jump because of the base
effect. Overall, this bodes well for agriculture, hydel power production and
availability of water for irrigation, industry and other purposes. More significantly, by pushing up rural demand for goods and services, the overall economic growth for the year is likely to receive a boost.
But there are certain prerequisites for that to happen. Rural demand
relies more on better prices of farm products, which translates into higher farm
incomes, than on higher production. If, thanks to bumper harvests as well as
the government’s mismanagement of imports and exports, the prices crash
the way they did last financial year, it may neither generate more demand nor
alleviate farm distress. On the contrary, it may even exacerbate the rural
unrest that continues to simmer after taking a violent turn some time ago in
several states; most notably in Madhya Pradesh, which has been clocking double-digit agricultural growth over several years in a row. The farmers’ conduct
in the last three years, two of which were severe drought years, offers an
important lesson. While they took the drought in their stride, viewing it as a
natural calamity, and remained content with whatever succour was on offer,
they could not digest the government’s failure to stem the slide in prices in the
wake of higher production. The government would, therefore, need to be
watchful on this count and modify its policies to hold the price line at a level
where the interests of both producers and consumers are evenly matched.
The other area where the government would need to be vigilant is the
management of reservoirs where water levels have been rising rapidly due to
copious rainfall. Floods are often triggered by poor planning in releasing surplus water from dams, causing breaches in the embankments of rivers and
canals. It is, therefore, essential for the authorities to keenly monitor the
water levels vis-à-vis the projected rainfall and plan water discharge accordingly. The bottom line is that, given the vagaries of the monsoon and its
socio-economic impact, the Centre, as well as the state governments, should
be on high alert during the remaining part of the monsoon in order to capitalise on the favourable rainfall and stave off or, at least, minimise the possible ill-effects of excessive downpours. Otherwise, even a benevolent monsoon
can turn out to be a bane rather than a boon.

Reporting the RTI stuff
BOOK REVIEW
VANITA KOHLI-KHANDEKAR
It was a small 300-word story that first
appeared on the India Today website
in December 2008 and then in the
magazine in January 2009. It said:
“5.91 crore LIC policies discontinued in
seven years”. The story was based on a
Right to Information or RTI application filed by Shyamlal Yadav, then with
India Today. Life Insurance
Corporation did not share how much
money it gained as a result of these
lapsed policies. However, within a
month of the story, LIC launched a
limited-edition scheme for lapsed poli-

cies to which 14,221 policy holders subscribed.
This is the kind of bread-and-butter
story that many newspapers, magazines, news channels ought to be
doing, the kind India Today or The
Indian Express did in the eighties and
nineties — finding hidden agendas,
uncovering inefficiencies in government, and misuse of public money and
so on. Indian news channels have given up on reporting, but many newspapers, too, are geared to news that is
dropped into in-trays by public relations people or through sources who
have their own agendas.
Journalism through RTI;
Information, Investigation, Impact by
Shyamlal Yadav, senior editor at
The Indian Express takes you back to a
zone where solid reporting matters:
About how many foreign trips ministers make and how much taxpayer
money it cost or how members of

How India differs from
the top nations
Although the Constitution lays out citizens' rights, our polity appears
incapable of enforcing them
rom the perspective of constitutional and legal
rights, we can divide nations into three sorts.
First, those that promise citizens rights very
clearly and deliver them. Equality, education, health,
justice, food, free speech and employment, and so
on. The nations of the European
Union, broadly, and to a large
extent the United States are
among these first sort of nations.
It is true that many of these
nations violate human rights
abroad, most obviously through
war, the damage of which many of
these nations take quite casually.
But internally, so far as their own
citizens go, the nations live up to
the words of their Constitution
and law.
The second sort are those
nations that don’t make obvious AAKAR PATEL
claims and don’t live up to them.
Pakistan is clear about not giving citizens constitutional equality. No non-Muslim may become prime
minister or president of Pakistan, and by law. Their
Constitution also apostatises certain citizens and
denies religious freedom. There are certain warm
and sweeping words about equality but the laws are
categorical. Likewise China gives no real democratic rights and does not pretend to give them.
India is the third sort of nation, with a constitutional framework that makes grand promises of
equality and justice, and with laws that offer many
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rights. However the reality is an inability of the state
to fulfil most of these promises. They remain on
paper. For example: The Constitution promises
equality before the law but it would not be easy to
find many Indians who will verify that this promise
is being kept. Nothing in our
experience will lead us to believe
that this is the case or even that
an attempt is being made for it to
be the case.
Two thirds of our prison population comprises women and
men who have not been convicted (and who will not, given the
general rate of convictions) nor
ever will be. The corresponding
figure in the United States is
about a fifth. Preventive detention, meaning the government
locking you up without a crime
having been committed, merely
on suspicion, is practiced widely in India. This is
not equality before the law, because it is not Business
Standard readers who get locked up. It is the voiceless underclass that is brutalised.
India’s poor have rights to education and to food
but these can be overwritten or qualified to the
extent that their rights are absolutely meaningless.
We need not go into the details. It should be pointed out, however, that we are riding roughshod over
those among the poorest who are losing entitlements as basic as grain while we are engaging in a

REPLY TO ALL

magnificent battle over digital identity and privacy.
There is not and there has never been (this not
being just about the present government but our
polity in general) an electoral focus on health and
education. This is another thing that separates us
from that first category of nations. And it reveals
itself in the most obvious way possible.
Even casual readers of foreign newspapers will
know what a big political issue the National Health
Service is in the United Kingdom. And many will
know that health care was the single most important
issue of American politics for the last seven years,
and indeed it remains so. Elections at the level of
state and Union were fought and lost on health care.
Primary education is again a subject of electoral politics in both nations, and millions of people can be
mobilised around it. Billions are of course spent on
it, as are trillions on health.
In India, the proposal to build a bullet train costing three times as much as the Union health budget is applauded. It is important to say that 38 per cent
of our children are stunted at the age of two years,
giving them no chance of a fulfilling mental and
physical life. But all hail the bullet train. This astonishing and frankly bizarre and cruel proposal has certainly not, to any great extent, been opposed. Who
has first right on our resources? This is settled by the
numbers: First the middle class, then the armed
forces. The scraps are for the rest.
The fact that the majority of our children are
coming out of school half-literate, as studies repeatedly show, is not a subject of electoral politics either.
In a just world this sort of criminal bumbling would
bring governments down. The incompetence cuts
across the states so it is not about one party or the
other. It is a general and observable phenomenon.
The question is why this is so. It cannot be because
of differences in ideology. Whatever one may think
of Hindutva and the Communists (to mark out the
ends of India’s tattered political spectrum) it would
be wrong to assume any party deliberately wants
education and health of the Indian child to remain
in the state it is.
I know why there is no media attention on the
issue. It is of course because, focused on delivering
relevant audiences to advertisers, it stays away from
issues that deal with those with no money to spend.
But what about the rest of what constitutes civil
society? Why is it so easy to mobilise people on
abstract things like nationalism and so seemingly
difficult to do this on health and education and the
future of our children? Is it because it hasn’t been
tried in the right way? Are we awaiting something?
That doesn’t sound right: All manner of ideologies
have been tried. The answer is to be found internally. Merely starting the process of thinking about it is
disturbing and troubling.

Finance commission road map
his year, the Fifteenth Finance Commission
(FC) will be constituted. Article 280 of the
Constitution mandates the commission to
decide how taxes that form part of the “divisible
pool” are to be distributed a) between the Centre
and the states, and b) between the states. The divisible pool consists of the bulk of taxes collected in
India i.e., income taxes, the
goods and services tax (GST)
and, customs duty.
As economic advisor to the
Thirteenth Finance Commission, I was able to closely view
the deliberations on these matters. The vertical devolution
between the Centre and the
states is necessarily determined iteratively, because if
the Centre’s needs were to be
determined first, then the
share of the states would be a
residual, and vice-versa. RATHIN ROY
Successive FCs deemed fit to
marginally increase the share of the states, until
the Fourteenth FC, which increased the states’ share
by a whopping 10 per cent, to 42 per cent of the
divisible pool. But at the present juncture, GST
implementation guarantees compensation to the
states out of the Centre’s resources; further, cesses
on indirect taxes have been abolished. This effectively boosts the collective share of the states. At the
same time, the Centre has reduced its transfers to
the states, a process accelerated by the end of plan
grants. In considering the vertical devolution these
will be the major factors that will impact the next
iteration.
In view of the Centre’s constrained fiscal position,
especially on account of its commitments to reduce
the revenue deficit to manageable levels, it would be
important for the Fifteenth FC to take a realistic
view of the need for adequate financing to meet the
centre’s commitments on defence, internal security
and the legacy of high interest payments on accumulated debt. The Centre would do well to engage
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frankly and realistically with the FC, rather than
continue with the historic tradition of presenting
unrealistic and inflated numbers as an initial bargaining position. In the case of the states, the
Fifteenth FC will have to grapple with increasing
disparity between states that have benefitted from
private investment, and those that have not.
Migration from poor to rich
states has its political and social
limits and intergovernmental
finance must do its part in
redressing this negative externality that has been a feature of
our growth process for more
than 25 years.
The FRBM Committee report
has, in effect, imposed an additional core responsibility. While
fixing the aggregate debt-GDP
ratio of the states at 21 per cent,
it has asked the Fifteenth FC to
decide limits for individual
states. Debt-GSDP ratios vary
widely across states, so this will not be easy. However,
this is an opportunity for the commission to take a
holistic view of state finances, since the horizontal
devolution will now specify the totality of resources
available to states, from both the divisible pool, and
allowable borrowing. The commission could even
think of a common formula for both these devolutions, which will make fiscal discipline endogenous
to state finances.
Article 280 empowers the commission to consider any other matter referred to it in the interests
of sound finance. Financing for disaster management will continue to be a concern. I think that the
implications of UDAY on state finances is an important matter for consideration, as is the question of
how both levels of government could deliver a coherent financing strategy to achieve the SDGs and
implement Climate change commitments. Here,
grants-in-aid will play an important incentivising
role, but the commission could also propose collaborative financing arrangements, in the spirit of coop-
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Parliament are appointing their relatives as personal assistants. Mr Yadav
has used the RTI Act for over 10 years
to unearth such stories. He has been
feted across the world; UNESCO selected his work on India’s polluted rivers as
one of the 20 best investigative stories
globally.
As you read the book you understand why.
The book illuminates the whole
point about freedom of information and
how empowering legislation around it
can be. Much of this forms the body of
the very well-done first chapter “Advent
of RTI and role of media”. For the uninitiated RTI is an “an ACT [sic] to provide
for the setting up of the practical
regime… for citizens to secure access to
information under the control of public
authorities in order to promote transparency and accountability…..” to quote
from its preamble. This basically means
any citizen can request any information
from a public authority — the judiciary,
bureaucracy, ministries, public sector
companies, and so on. There is no format or form. All it needs is a plain sheet

of paper, the query and your name,
address et al. The processing fee is ~10
per application with extra charges for
photocopying or providing the information on a disk or a storage device. There
is a penalty if the public authority does
not provide the information.
Little wonder, then, that the legislation took over three decades to see the
light — from the time the idea first
came up in 1982 to 2005 when the Act
was passed by the United Progressive
Alliance. Mr Yadav’s account offers an
insight into how closely information is
guarded and the battles fought to bring
it to us. He gives plenty of global perspective. Norway, The Netherlands,
Canada and France among other countries allowed access to administrative
documents from the sixties to the eighties. In South Asia, Pakistan was the first
country that implemented a freedom of
information ordinance in 2002. And,
incidentally, to use the American
Freedom of Information Act one need
not be a citizen of that country, he says.
In most countries with freedom of
information legislation, it is consid-

erative federalism.
Population continues to be a conundrum.
Finance commissions have used the 1971 population as a factor in determining the horizontal distribution. The case for using 1971 population, is now no
longer credible 50 years down the line. But if the
2011 census is taken, southern and western states will
be severely disadvantaged. Should other credible
measures be used instead of population?
Finally, I have two “design” aspirations. Annual
budgeting is inefficient, reduces credibility, and
allows unhealthy discretionary power to the fiscal
authorities, leading to poor fiscal execution and
waste. Several FCs have recommended that a medium term fiscal framework be implemented, but
efforts to date have been gestural and ineffective.
The Fifteenth FC should recommend concrete, timebound measures to implement an operational,
mutually consistent, medium term fiscal framework
at both levels of government, using appropriate
incentives to make this happen.
The second is to reflect on the size of the Indian
state — a fundamental fiscal question which has not
been asked for almost 60 years. Collectively, the
central and state governments tax approximately 17
per cent, and borrow 6-7 per cent, of GDP, which
means the size of the state is 24 per cent of GDP. For
the services we aspire to receive, is this too large, too
small, or just enough? The answer impacts many
public service decisions. For example, if everyone
agrees that we need to spend, say, 2 per cent of GDP
more on education, then we could argue that taxGDP ratios should be raised by 2 per cent to fund
this. But, this would imply a 2 per cent increase in
the size of the state. Is this desirable? If so, what are
the limits to such an increase, if the desire is also to
spend more on defence, health etc.? Consensus on
the size of the state is the only guarantee of effective
fiscal prudence. As a constitutional body, it is important that the Fifteenth FC weigh in on this fundamental fiscal question.
The writer is director, NIPFP, and was Economic Advisor
to the Thirteenth Finance Commission

ered a good tool for investigative
reporting too. This becomes a handy
thing for citizens too, as the LIC story
above illustrates. That is how almost
all the big stories that Mr Yadav has
done become case studies in this book.
My favourite was the one on how bank
officials, under pressure from political
bosses, put one rupee or so in each
of thousands of Jan Dhan accounts
to reduce the number of
zero-balance accounts.
Each of these stories took anywhere
between two and 100 applications and
two to 12 months each, not counting follow-up applications. Mr Yadav devotes
many pages to telling you how to avoid
the inevitable delays and obfuscation
by officials hiding behind this clause or
that and the usual “information not
available,” responses. The last chapter
gives 20 well-researched insights on
how to make the best use of the RTI for
investigative reporting.
For all that, the RTI still isn’t widely
used by journalists. That is the tragedy
of Indian news media and also one of
the shortcomings of the book. Though

Mr Yadav’s reputation is formidable
there must be other stories that have
been broken by using the RTI. Even a
couple would have added perspective,
or some assessment on why there aren’t
more RTI-based investigative stories.
Mr Yadav also seems to focus on
what the government is doing — ministers’ travels, foreign junkets and so on.
However, some RTI investigation on
how it is performing – on schemes or
policies it has announced – would have
been wonderful to read. For example,
what has happened with Make in India
or Digital India or Smart Cities? Such
investigations offer richer fodder for
public discourse.
These are, however, quibbles in a
well-done book. If you are a journalist,
editor, or someone who works in the
news media, it is worth a read.
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