
T
he latest Purchasing Managers’ Index reflects the kind of damage the 
lockdown is causing the economy. While the pandemic is taking its 
toll, poor policy management is increasing the economic cost. Even 
after 40-plus days of lockdown, relaxation rules are arbitrary and often 

confusing. After some states reported up to 90 per cent contraction in April reve-
nues, the government allowed liquor sales even in red zones, but without proper 
systems in place. Serpentine queues for liquor, compromising social-distancing 
norms, demonstrate a complete lack of imagination in the policy establishment. 
The stampede seen in several places was caused by the ineptness with which 
the opening was handled in most cities. If shops open after 40 days, and con-
sumers are uncertain about when they would close down (Maharashtra shut liq-
uor shops after opening them for a day), such chaos is only to be expected.  

It is still not clear why liquor sale was prohibited when most consumables 
were sold freely. If such sale was allowed, like other essentials, it would have 
given some relief to state finances without hurting the objective of containing 
the pandemic. It is only after some states protested that a selective resumption 
of sale was permitted in the third phase. Since social distancing is critical for 
containing the pandemic, it is unclear why only a limited number of shops were 
allowed to open, especially in red zones. It appears that the government was 
unaware of the demand after a 40-day shutdown. Even if that is accepted, opening 
more stores was a no-brainer. Predictably, those allowed to sell were overcrowded 
to the extent that police had to use force. After observing the demand surge, sev-
eral states decided to increase tax. The Delhi government, for instance, imposed 
an additional 70 per cent tax on the selling price. Again, what was stopping states 
from increasing the tax before sales resumed? The way states moved to raise 
taxes created uncertainty and might have prompted repeated visits.  

To be fair, the government is not the only one to be blamed. The utter disre-
gard for social-distancing norms on the part of citizens over the last few days is 
disheartening. If the ongoing lockdown and the accompanying economic pain 
are not able to create adequate awareness about the pandemic, what will? In 
terms of policy, at one level, it is promising to see that state governments are 
learning from the situation. Punjab has permitted home delivery of liquor while 
several others are contemplating it. The government should now also allow res-
taurants to clear their liquor stocks, which will generate some cash for them at 
this difficult juncture. Home delivery should have been allowed at the beginning 
of the lockdown and e-commerce companies would have handled it easily. Even 
food delivery firms, which started delivering groceries, could also have delivered 
liquor with all safety protocols. But such ideas may have been ruled out as any 
expansion in the activity of e-tailers for some reason is viewed against the national 
interest. Online marketplaces would have also delivered other “non-essential” 
items and helped the system in this difficult period. But they were not allowed 
to do so to protect the interests of brick-and-mortar traders. All this underscores 
that it is important for policymakers to make sure that decisions are well thought 
through and they don’t end up increasing the pandemic pain.
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Liquor sale decisions show policy arbitrariness 

Not in the right spirit 

China proved its mettle once again during Covid-
19. The world was imploding, but China quickly 
regrouped, contained it, and continued to 

surge. The US president blamed China (see “Corona 
Complexity”, Business Standard, April 15) for having 
caused the pandemic after profuse praise for its epi-
demic management. It is ironic that nothing stopped 
the US from importing Chinese products to confront 
the virus while China remained characteristically 
stoic, and got on with its business. 

China’s dash to the finishing line in three inter-
national political economy concerns will continue in 
the coming decades, while Europe remains centrif-
ugal and the US transfixed in contradictions. These 
are international trade in goods, transfer and absorp-
tion of high technology, and the role of currency as 
medium of international 
exchange. China’s speed is phe-
nomenal in all three aspects. 

In trade, as an indicator of the 
prevailing lack of balance, the US 
pays more dollars to China than 
to the rest of the world. Other 
countries are facing similar cur-
rent account deficits with China. 
In the 2010s, China began com-
menting openly against continu-
ing US quantitative easing. It 
redirected purchasing US 
Treasury bills to use its surpluses 
to intensify construction of economic infrastructure 
including roads, ports and power plants, along its 
unfolding “Silk Road” route. Observers 1  have com-
mented that this is a deliberate Chinese policy to 
bring neighbours, and Europe, closer to Beijing 
through land rather than by sea which the US protects 
like a hawk.  

US experience has revealed that financial and 
manpower costs of controlling large land masses in 
unfamiliar territory can be prohibitive. China’s 
advances in its land-based access thus becomes safer 
and obtrusive. Reflecting that commodity manufac-
turing and industry trade of China to and from the 

rest of the world can only rise, and primarily in China’s 
favour, China is ensuring that its future safety and 
security are guaranteed through friendly routes that 
are allergic to US interests. 

Regarding technology, US multinational com-
panies (MNCs) continue to transfer technology to 
China despite discouragement by the Trump admin-
istration. In contrast to India, with its bureaucratic 
hold blind to economic growth and corruption hurdles 
reflecting its political system, China dictates that no 
such impediments be created to obstruct the MNCs. 
Corruption here leads to quick trials and the hang-
man’s noose. Whether corruption exists elsewhere in 
Chinese society is not the question. Rather, China has 
the wherewithal to set corruption aside where the 
country’s strategic interests lie.  

As a result, China’s limited number 
of Special Economic Zones (SEZs) are 
showpieces2 with better than world class 
infrastructure and the largest collection 
of MNCs waiting to transfer advanced 
technology at the end of their tenure, 
reflecting their contracts with China. 
These MNCs are not philanthropists, 
their driving force being the Chinese 
workspace uncluttered with numbing 
labour laws or bureaucratic hurdles. 
China has proved itself as the prized 
location well above the next best. 

That is not the only technology 
story. China’s information technology (IT) industry 
zoomed in with Huawei and ZTE, producers of high-
tech telephony equipment. How different these enter-
prises are in contrast with India’s IT services industry 
which, despite decades of tax incentives that effec-
tively exempted their incomes from tax3, failed to 
invest in deep research and development that could 
make them global players in high technology. Instead, 
they were the beneficiary of one of the largest give-
aways in India’s “tax expenditure”4 history, the other 
being India’s lamentable SEZ policy. 

China’s rise in IT hardware prompted the US to 
react strongly, though some of it did not hold up, for 

example, its action against ZTE. The Huawei CFO, 
however, was arrested on grounds of violation of Iran 
sanctions. The US threatened a semiconductor export 
ban in this high-stake international competition. That 
possibility was aborted reflecting the US’s 1996 
Telecommunications Act. Indeed, the UK imported 
telecom equipment from Huawei for its 5G network 
when, unsurprisingly, no US supplier was available. 
Nevertheless, the UK angered the US. 

Whether stopping the sale of US semiconduc-
tors to China or technology transfer or intellectual 
property protection is still controllable seems a 
moot question. Whether all this could be success-
fully carried out by the US is questionable. The US 
justice system with it largely independent views, 
ironically, suffers a handicap against China that 
takes decisions overnight. 

Finally, as its coffers fill rapidly with reserves, 
China progresses towards a vehicle currency ren-
minbi. If the renminbi is allowed by China to rise to 
its true underlying level against the US dollar and it 
floats renminbi bonds that compete successfully with 
US Treasury bills, given the strength and level of its 
currency, there should be an increase in the uptake 
of renminbi bonds. Resultantly, international trade 
fixed in renminbi should increase, at least in East and 
Southeast Asia to begin with, followed by friendly 
countries in South Asia, Africa and Latin America.5 

Additionally, China could buttress its foreign aid pol-
icy of providing loans to these regions, usually given 
at high rates but unavailable to them elsewhere.6 

In conclusion, the increased international trade 
through land routes, the unstoppable race to tech-
nology equality, and a renminbi vehicle currency are 
not figments of imagination. The ascending Asian 
Tiger’s history forebodes this new direction. 
Unrestrained in perpetrating pogroms on itself dur-
ing its Cultural Revolution, Long March, Tibet, 
Tiananmen Square, it continues to do so in Xinjiang, 
Hong Kong, and elsewhere. It considers Taiwan as 
its own and casts eyes across the South China Sea. It 
calls Arunachal Pradesh Lower Tibet and crosses over 
regularly. It has surrounded India with enticements 
to Pakistan, Sri Lanka, Nepal, Myanmar and, recently, 
Bangladesh. It has bought up land rich in natural 
resources in Africa and has ventured into Latin 
America. This so-called poor country has expanding 
and high management presence in multilateral orga-
nisations. The consumptive West did, does, and can 
do, little.7 What might happen to the world with a 
president for life is not mere scaremongering. 

1. Charles Gave and Louis-Vincent Gave in Clash of 
Empires—Currencies and Power in a Multipolar World, 
Gavekal Books, 2019.   
2.  Huawei is located in Shenzhen SEZ 
3. Their export incomes were exempted and during one long 
phase, 90 percent of their incomes were from exports. 
4. Society’s sacrifice in terms of government revenue 
foregone. 
 5. Bank of China announced on 17 April that work on a 
digital renminbi has advanced. It would be a functional 
alternative to the dollar settlement system.  
6. Sri Lanka ceded control of its port to China when it failed 
to service its loan. And, after Mahathir assumed prime 
ministership, Malaysia abrogated its arrangement.    
7. Business Standard articles on China dated 16 May 2018, 
15 October 2015, 19 November 2012. 

The country has been in lockdown mode since 
March 24, administered centrally by the 
Ministry of Home Affairs, using powers con-

ferred under the National Disaster Management 
Act. The approach has thus far been an adminis-
trative one, the overarching aim being to minimise 
the spread of the epidemic. Subject to this overrid-
ing objective, administrative relaxations have been 
progressively implemented, to secure agriculture, 
and to restart manufacturing activity and supply 
chain movements. 

This was an appropriate and 
necessary institutional response, 
but it is important that the country 
now shift from a home ministry-
driven administrative approach to 
an economic approach, so that eco-
nomic activity can be revived, and 
the loss in gross domestic product 
(GDP) growth minimised.  

The chief economic adviser 
expects growth to fall to 2 per cent 
this year; this is better than what 
external agencies forecast, but will 
not happen automatically unless 
there is a clear economic strategy. The central gov-
ernment’s role in delivering such a strategy cannot 
be confined to reacting to the inevitable loss of reve-
nue, and to providing peripatetic relief as and when 
the need arises. This is what has been happening so 
far, and reflects a continuation of the administrative 
approach. This must change. 

There are five things that the central government 
must do that no one else can: 

First, the government needs to set out its own 
view of the evolving macroeconomic situation. This 
involves not just projecting a GDP growth rate, but 
also specifying its structural composition, the com-
plementary current account scenario, and how fiscal 
and monetary policy will be crafted to secure sus-
tainable growth consistent with moderate inflation. 
There has to be an official view, and to say that this 
is not possible because the situation is evolving is 
an evasion of responsibility. Other countries have 

set out such a view and India must also do so.  
A credible narrative on how key macroeconomic 

indicators are expected to change in the short run, 
and over the next three years, is crucial to how 
India’s response will be assessed by external and 
domestic economic actors. The government needs 
to provide a strategic vision on fiscal, monetary, 
industrial, trade and current account policies. The 
Reserve Bank of India (RBI) can come up with com-
plementary monetary and credit policies. The gov-
ernment must demonstrate synchronised function-

ing. Economic actors will then 
understand that India will do what 
it takes in the short term, and also 
how we are going to navigate this 
challenge, and recover from it, in 
the medium term. 

Second, at the national level, 
the biggest challenge this crisis has 
posed is that the lockdown has 
fragmented the Indian single mar-
ket. It is the central government’s 
job to specify how the single mar-
ket will be resuscitated and pre-
served in the months going for-

ward, focusing particularly on interstate movement 
of goods and labour, and arrangements to deploy 
resources where they are needed to maintain and 
strengthen supply chains.  

Third, this is a time when both spending and 
recovery have to be looked at in the medium term. 
We need a credible, scenario-based, medium-term 
rolling fiscal framework that tells us what the 
immediate revenue hit is going to be and how we 
are going to recover from it over the next three 
years; what the immediate public spending needs 
are going to be, and how will we moderate this over 
the next three years; what the macroeconomic 
implications of borrowing will be, and how these 
will be addressed over the next three years. Without 
this kind of medium-term framework, it is not 
going to be possible to come up with a credible fis-
cal consolidation road map. Just repurposing this 
year’s Budget is pointless. 

Fourth, attempts to directly engage in universal 
provisioning, garnering “relief” funds, welfare hand-
outs etc. may make for good optics, but are not the 
core job of the Central government, which should 
focus on ensuring adequate public financing is avail-
able for the states to implement granular economic 
support measures. I have, elsewhere, suggested ways 
in which this can be done. 1  

Equally, the states must demonstrate that financ-
ing that is made available is utilised effectively and 
efficiently to secure further resource tranches. If we 
find that the national effort is not capable of rising 
above business as usual, and that money continues 
to be inefficiently spent, or wastefully targeted, then 
the case for a large-scale publicly funded response 
is weakened. It would then be prudent to take the 
economic hit and spend less, rather than suffer the 
consequences of spending more, badly. 

Many argue that the current crisis presents an 
opportunity to implement big-ticket reforms. But 
doing so in a context of uncertainty, and a legacy of 
weak institutions can be perilous. Labour reforms 
do not mean disregard or dilution of safety and envi-
ronmental laws. Capital market reforms do not 
mean temporary measures to suspend good finan-
cial governance. So the fifth area of focus should be 
on establishing and strengthening the institutional 
and administrative apparatus rather than big-ticket 
reform announcements. These can come later.  

It is widely recognised that the major obstacle to 
India securing its full economic potential is its weak 
administrative capability and poor institutional 
quality. Reform must commence with foundational 
development of institutional and administrative 
capacity  which will increase the confidence of pro-
ducers, consumers, and investors that the resump-
tion of business as usual will happen in a vastly 
improved economic and institutional environment 
than that which existed prior to this crisis. 

The writer is director, National Institute of Public Finance 
and Policy. Views are personal . 
1. Rathin Roy says COVID-specific bond to help tackle crisis, 
Cogencis, May 2
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Whatever else the post-Corona 
world may look like, at least 
some of us are likely to come 

out of our forced isolation feeling a little 
less inadequate about our reading list 
having finally caught up with the “great 
unread”— the books we so 
enthusiastically bought once upon a 

time , always wanted to read, but never 
got round to doing it.  

For this column, I’ve picked two 
such books— Leonid Tsypkin’s   
Summer in Baden-Baden: From the life 
of Dostoyevsky , and Peter Taylor’s  
A Summons from Memphis both 
coincidentally published the same year 
(1987) to considerable critical acclaim. 
Though they belong to different genres 
— one is a biography, the other fiction 
—both offer a fascinating insight into 
family life, a great theme in literature 
which never stops giving. Between 
them, they encapsulate Leo Tolstoy’s 
so-called “Anna Karenina principle” 
that “Happy families are all alike; every 
unhappy family is unhappy in its  
own way”.  

 Summer in Baden-Baden is a 
reconstruction of the great and 
enigmatic Russian novelist Fyodor 
Dostoyevsky’s life based on his second 

wife Anna’s diary, which she started 
writing soon after their first dramatic 
encounter, a quick romance and 
marriage in 1867. It focuses on a 
summer the couple spent in the 
German spa town of Baden-Baden a 
few months after their marriage.  

It was a miserable holiday. 
Dostoevsky’s recurring attacks of 
epilepsy and his wild mood swings 
were compounded by financial 
constraints. A compulsive and 
desperate gambler, Dostoevsky lost all 
of his money and his wife’s belongings 
while playing roulette even as he was 
hounded  by creditors back home. In 
fact, his avowed purpose in going to 
Baden-Baden was to win a big roulette 
game to pay off his debts. But it turned 
out badly. 

Like many creative geniuses, 
Dostoevsky was a massively flawed 
personality, and nobody was more 

aware of it than the writer himself. He 
was haunted constantly by questions of 
morality and guilt—recurring themes 
of his novels. Living with such a 
tormented soul given to angry 
outbursts wouldn’t have been easy, but 
Anna remained deeply attached to him; 
and made it her mission to protect him, 
not least from himself.  

Tsypkin retraces the couple’s train 
journey from what was then St 
Petersburg to Baden-Baden and the 
places they visited imagining, with the 
help of the diary, their time in the spa 
town. For reasons not clear, the original 
manuscript was smuggled out of the 
Soviet Union and first published in 
Russian in America. Its first English 
translation was published in Britain in 
1987. Thank you, Quartet Books for 
taking a punt on it. 

Peter Taylor’s A Summons to 
Memphis is a novel. It also offers a slice 
of family life but of a less exalted family. 
A family weighed down by a chequered 
past, and scarred by petty betrayals and 
reprisals. Indian readers may be 

forgiven if they are not familiar with 
Taylor’s work. He is not widely 
recognised outside America, and has 
been described  as a “ludicrously 
undervalued” writer. 

Even in America, he is better known 
for his short stories, which have been 
likened to those of Chekhov. In his long 
and successful literary career, he wrote 
only three novels. A Summons to 
Memphis was his second; the third In 
the Tennessee Country  came out shortly 
before his death in 1994.  Like many 
great American novelists, Taylor was a 
chronicler of suburban middle class: 
their foibles, hypocrisies, and family 
skeletons. In  A Summons...,  he 
returned to his native Tennessee. 

It’s a compelling web of family 
intrigue, deception and middle class 
posturing told with subtle humour, and 
sensitivity. We are introduced to a 
bourgeois Memphis family that flaunts 
a happy front, but when the mask falls, 
skeletons come crawling out of 
cupboards. There’s a middle-aged 
Manhattan publisher who starts getting 

desperate calls from his two elder 
sisters summoning him back home to 
Memphis to address an urgent family 
crisis: Their octogenarian widowed 
father has decided to remarry, plunging 
the family into an emotional  
roller-coaster.  

His decision unleashes the lingering 
resentments his children harbour 
against him for his role in sabotaging 
their love lives. Now they have a chance 
to put a knife into his romantic liaison. 
Narrated by the son, it is punctuated 
with glimpses into the family’s long  
journey and its descent into a life of 
embarrassing ordinariness haunted by 
memories of unrequited love and  
failed aspirations. 

Though set in the 1930s, the novel’s 
underlying theme of inherent family 
violence has an uncomfortably 
contemporary feel, and will resonate 
with families everywhere.  

Taylor was no Dostoyevsky but knew 
his American suburbia as well as 
Dostoyevsky did the tormented 
Russian soul. Take your pick. 

Every unhappy family…

PANDEMIC PERUSING 
HASAN SUROOR 

Rise of a tainted 
phoenix
China’s unrelenting ascension is unstoppable
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T
he Karnataka government’s U-turn on cancelling special trains to 
transport stranded migrants home suggests that better sense has pre-
vailed over distorted priorities. The state has, however, sought only 
13 trains to various states between May 8 and 13, which can reportedly 

transport only about 13,000 migrants, a fraction of the workers in the state. 
This amounts to little more than tokenism in the face of widespread criticism 
of its earlier actions. It cannot be absolved of its earlier actions, nor of deploying 
the full force of its security establishment to prevent them from leaving because 
of the possibility of a labour shortage. The administration had argued that 
these labourers were needed to restart constructions projects. In doing so, the 
B S Yediyurappa government appears to have succumbed to the pressures of 
the powerful real estate lobby. Restricting the movements of migrant labourers 
was wrong on many counts. If anything, the state government’s actions have 
revealed the country’s worst-kept secret about the weak rights and entitlements 
of the vast majority of migrant labourers, who fall in the unorganised sector, 
where contractual obligations have little sanctity and labour contractors act as 
powerful intermediaries. 

But even within these constraints, migrant labourers always had the basic 
fundamental right of freedom of movement. Mr Yediyurappa’s earlier decision 
to force migrants to stay back and work puts them in the same position as bonded 
labourers. Beyond the question of dodgy legality lies the political immorality 
embedded in this decision. Many local Bharatiya Janata Party politicians praised 
Mr Yediyurappa’s decision as the “need of the hour”. But the choice between 
reviving the economy and coercing migrants to play their part in it is a false 
choice. Many of these migrants, who come from Uttar Pradesh, Bihar, Jharkhand, 
and West Bengal, have been without pay for over a month and a half, on subsis-
tence rations and a long way away from their families. In fact, many migrants 
across the country are walking back to their homes, covering over 1,000 km in 
some cases, and risking their lives by choice.  

The Karnataka government has pointed out that it has deposited ~2,000 
each in the bank accounts of 1.18 million labourers. An additional ~3,000 that 
will be deposited in the bank accounts of construction workers, as part of a 
~1,630-crore special economic package, to encourage them to stay back. But this 
is scant compensation when it appropriates the workers’ right to exercise their 
choice to leave or stay and work. It is worth noting that this is also the time when 
extra hands are needed in the fields to prepare the ground for the kharif sowing 
season, which would have seen some labourers head home even in normal times. 
The fact that realtors would be forced to pay premiums if workers leave in large 
numbers in these unprecedented times played a part in the hectic lobbying. 
Worse, Karnataka’s earlier stand appears to have fond emulators in Punjab, 
Haryana, and Gujarat. These states have written to the UP government to prevent 
the flight of labour from their states for the same reasons. It’s a relief that 
Karnataka did not decide to stick to its earlier decision, which would have 
amounted to a self-goal, since stopping exit is as good as banning entry, which is 
unlikely to encourage investors. 

Karnataka was wrong in treating migrants as bonded labourers 

Welcome step back 


