What distinguishes welfare measures from freebies?

Reetika Khera
is a development
economist and
associdate professor
at the Indian
Institute of
Munagemc*rt:,
Ahmedabad

Lekha
Chakraborty

iz Professor, NIPFPR,
and Research
Associate, Levy
Economics Institute
of Bard College,
New Yori

Secan the QR code (o
listen to the full
interview online

Adequate fiscal space and socioeconomic
context should be the basis for welfare policies

There is an overwhelning consen-
sus that a slew of welfare policies in-
itiated by the Aam Aadmi Party
(AAP) government in its previous
term secured the party’s victory in
the 2020 Delhi Assembly election. In
a conversation  moderated by
Jayant Sriram, Reetika Khera and
Lekha Chaloraborty discuss the ru-
diments of good spending and bad
spending by governments:

Many say that welfare policies
helped AAP win the Assembly
election. There are two aspects
to this. The first is spending on
education and health, whichis
the fundamental obligation of
the governement to provide for
its citizens; the second aspectis
offering water and electricity
free and at subsidised rates. Yet
they are clubbed together when
people argue that the AAT
doled out ‘freebies’. Is the word
‘freebies’ an elitist construct?
There was a similar criticism of
the Mahatma Gandhi National
Rural Employment Guarantee
Act (MGNREGA) in 2005, It
involved discussions on how
‘somebody would have to pay
for the subsidy’,

Reetika Khera: [ think there is a
general problem with the main-
stream media in India. Very often,
when speaking about programmes
of tedistribution such as MGNRE-
GA, the labels that are used are
quite derogatory. | think [providing]
healthcare and education are basi-
cally the functions of the govern-
ment. That's part of the reason why
governments exist in the first place.
[1t's the same with] water and elec-
tricity ar public services. So, calling
them ‘doles’ or ‘freebies’ isn't exact-
Iy the right terminology.

Lekha Chakraborty: Talking
about freebies sounds like some
kind of private spending and “client-
ism”, trying to sell it to a certain set
of people. But that is not what hap-
pened in the Delhi election. The fo-
cus was on providing basic services
in health and education and ad-
dressing any deficits in governance,
I'don’t know whether the term ‘free-
bies' exists in economics. You're

right, perhaps it’s an elitist con-
struct, but it’s not accurate in de-
scribing what happened in Delhi.

How does one explain state
spending on welfare measures?
What do we consider good
spending and what is bad or
fiscally irresponsible spending,
given that AAP currently has a
revenue surplus budget?

RK: If the state spending on welfare
is not legitimate, then what is a leg-
itimate thing for it to spend on? A
part of the function of the govern-
ment is that for things that we can-
not individually organise, we en-
trust elected representatives to do
for us. Public goods/services — sew-
age, drinking water, water, electrici-
ty, public transport = are one set of
things; education and health are
what we call ‘merit goods’. And they
are the kinds of things where the
market mechanism is not a satisfac-
tory mechanism (o deliver these
things. And this is not just an Indian
thing, world over, this is a well-un-
derstood principle.

LC: It depends on the fiscal space
you have. And within this fiscal
space how you design public bene-
fits is entirely [up to] that party or
government. So the distinction bet-
ween welfare and non-wellare is
kind of blurred. What is important
is basically the public finance or the
fiscal space question. What's impor-
tant is stability of revenue in how
you design your public benefits. 1
think the Delhi government has that
stability of revenue, whether it's the
present government or the previous
government, there is the comfort of
having stability in revenue that oth-
er States do not have, so that’s a po-
sition of strength. Second, provid-
ing these things for free is giving
income in hand, a kind of disposa-
ble income to the people. Whether
i’s giving them free transport rides
or free electricity, it is giving them
disposable income to spend on so-
mething else which becomes impor-
tant at a time of economic slow-
down.

RIK: I think that often when people
talk about the availability of fiscal
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space, the focus is only on the ex-
penditure side and not enough at-
tention is paid to revenue. Even in
Delhi, there is great potential for in-
creasing revenue, The second thing
is good welfare spending, whether
it’s on health, education or public
transport, at the Central level is very
low. So, what AAP did in the last
term was try to bring it closer to
what it should be.

Various State governments
have schemes in the name of
welfare. In Tamil Nadu, for
instance, Amma canteens that
provide cheap food are good
but other policies like giving
free grinders/computers/cycles
are seen as problematic. Where
do we draw the line?

RI: Each of these has to be evaluat-
ed on a case-by-case basis. The first
thing to start with, of course, is the
state’s ability to finance these
things. And when [ say finance, let
me reiterate that the focus should
be both on the expenditure side as
well as its ability to generate reve-
nues. Let me give you a small exam-
ple in Jharkhand that illustrates the
complexity of these issues. We
learned recently that the State pro-
vides an exemption from registra-
tion duty for properties that are va-
lued at more than ¥50 lakhif they're
registered in the names of women.
Now, we know that women’s pro-
perty rights are important, but
weak. But these are properties that
are worth %50 lakh and, according
to the bureauerat who told us, it
costs the exchequer a few hundred
crores annually. So, you know, it's a
question of balancing priorities and
it's always tricky.

O ‘Leave nobody behind'
should be the crux of a
public policy or a welfare
policy, rather than thinking
that roads and public
infrastructure are the most
important.
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Now, as far as free grinders are
concerned, it's a huge labour-saving
device, especially in a State like Ta-
mil Nadu where rice is always being
ground to make idli or dosai. Ulti-
mately, one would have to evaluate
them on a case-by-case basis de-
pending not only on the benefits in
somie cases but also on the cost side.

LC: Good welfare and bad welfare is
context-specific. If 'm a girl going to
school, then mobility is very pre-
cions to me. So, if a politician is pro-
viding cycles to girls, that is very va-
luable. And in the case of grinders,
VOU Can say it's giving people more
time to pursue other things and that
can ultimately have a positive effect
on income poverty as well. Similar-
Iy, with rural employment guaran-
tee, I don’t know why the govern-
ment is not giving adequate
emphasis for this because when all
else fails, the government acting as
‘the employer of last resort’ is very
precious.

One criticism of welfare
policies is they can be targeted
at certain communities and
groups. Then it becomes a
somewhat cynical political act.

LC: Any state, or-an entity that you
call a state, is a heterogenous thing.
You have to take inte account the re-
ligious composition, the urban-ru-

ral mix, maybe the level of the eco-
nomic development, all of these
things matter. Governance struc-
tures and political decisions are
then built around that. So, as long as
there is no implicit crony contrac-
tual relationship between the go-
vermment in power and the specific
interest groups they are focusing
on, it’s okay. All governments focus
on winning over a group called
swing voters and they look at how to
male things attractive to those vo-
ters, but as long as there is no imph-
cit crony contractual relationship or
something like that, it’s okay.

RK: When we speak of crony con-
tracts, such clientelism also works
in the award of contracts for infras-
tructure, possibly much more than
in the design of welfare pro-
grammes. In general, I'm in favour
of universal forms of public support
and I think the principle of it is quite
important. You can't say some peo-
ple have the right to food or water
or employment more than others.
And then of course there is the need
to remedy existing social and eco-
nomic inequality.

Building on what they have
already achieved, what should
be on the agenda for the AAP
government this term?

RI: It would be good to see the in-
troduction of matritious superfoods
(such as eggs in midday meals and
Integrated Child Development Ser-
vices), much greater attention to
children under six. Interventions
like Amma canteens — which exist
in Delhi, but their importance is not
fully recognised — and health-relat-
ed interventions - including, but
not only Mohalla clinics — need to
be scaled up. As far as public servic-
es are concerned, more attention to
better sewage, drinking water sup-
plv, and, most importantly, the twin
issue of public transport and pollu-
tion. There is so much that can be
done even without increasing bud-
gels — for example, if existing buses
ran on time, rather than being
clubbed; feeder services from resi-
dential colonies to metro stations
will help car users switch to metro
services. Higher parking {and other)
fees for those who use cars to dis-
courage them from polluting the ci-
ty further. There's also a no-go list
that 1 have: no to expensive and of-

ten useless CCTVs. Focus on better
street lighting instead. In the public
distribution system, they seem to
have a plan to start “home delivery”
of PDS commodities. That is a bad
idea, because distribution in a pu-
blic place in front of others is a big
protection against corruption,

Between 12 and 2 p.m., on any
day, you should go and stand on the
road outside AIIMS. It's really heart-
breaking how poor patients who
have come to Delhi for treatment...
their families are often sleeping out-
side on the footpath and then some
NGO-type people come with trucks
and they distribute food and people
have to queue up. So the indignity
involved with just the most basic
need like this is something that Del-
hi should be working much more to-
wards.

LC: Whar is still fresh in my mind is
the Nirbhaya case. Things have not
improved. And the government is
not focusing much attention on the
security of women and girls after
sunset, Maybe that's one of the rea-
sons why the Congress lost actually.
Because they were doing good
things in terms of infrastructure and
constructing flyovers and the like,
but when it came to the narrative
about security of citizens in the cap-
ital city, there wasn't much focus.
So Iwould like them to focus on that
as a first priority. Then, of course,
there is social infrastructure like
health and education that Reetika
rightly pointed out.

The argument about welfare
policies, in Delhi and
eisewhere, is that it takes
money away that could be
spent on roads and
infrastructure. How do we
square this?

LC: Infrastructure is one thing, nut
as an economy develops, a group of
people are kept vulnerable. So, to
remove their un-freedoms, and for
them to participate in the economy
and to-access schools and colleges,
we need to have public policies
which tackle these logical entry bar-
riers. 5o, ‘leave nobody behind’
should be the crux of a public policy
or a welfare policy, rather than just
thinking that roads and the public
infrastructure should be [most im-
portant]. You need to remove many
barriers that people face first.



