
Although it seems like ancient history, it hasn’t 
been that long since economies around the 
world began to close down in response to the 

Covid-19 pandemic. Early in the crisis, most people 
anticipated a quick V-shaped recovery, on the 
assumption that the economy merely needed a short 
timeout. After two months of tender loving care and 
heaps of money, it would pick up where it left off. 

It was an appealing idea. But now it is July, and a 
V-shaped recovery is probably a fantasy. The post-
pandemic economy is likely to be 
anemic, not just in countries that 
have failed to manage the pandemic 
(namely, the United States), but 
even in those that have acquitted 
themselves well. The International 
Monetary Fund projects that by the 
end of 2021, the global economy will 
be barely larger than it was at the 
end of 2019, and that the US and 
European economies will still be 
about 4 per cent smaller. 

The current economic outlook 
can be viewed on two levels. 
Macroeconomics tells us that spending will fall, owing 
to households’ and firms’ weakened balance sheets, 
a rash of bankruptcies that will destroy organisational 
and informational capital, and strong precautionary 
behaviour induced by uncertainty about the course 
of the pandemic and the policy responses to it. At 
the same time, microeconomics tells us that the virus 
acts like a tax on activities involving close human 
contact. As such, it will continue to drive large 
changes in consumption and production patterns, 

which in turn will bring about a broader structural 
transformation. 

We know from both economic theory and history 
that markets alone are ill-suited to manage such a 
transition, especially considering how sudden it has 
been. There’s no easy way to convert airline employ-
ees into Zoom technicians. And even if we could, 
the sectors that are now expanding are much less 
labour-intensive and more skill-intensive than the 
ones they are supplanting. 

We also know that broad struc-
tural transformations tend to create 
a traditional Keynesian problem, 
owing to what economists call the 
income and substitution effects. 
Even if non-human-contact sectors 
are expanding, reflecting improve-
ments in their relative attractive-
ness, the associated spending 
increase will be outweighed by the 
decrease in spending that results 
from declining incomes in the 
shrinking sectors. 

Moreover, in the case of the pan-
demic, there will be a third effect: Rising inequality. 
Because machines cannot be infected by the virus, 
they will look relatively more attractive to 
employers, particularly in the contracting sectors 
that use relatively more unskilled labour. And, 
because low-income people must spend a larger 
share of their income on basic goods than those at 
the top, any automation-driven increase in inequal-
ity will be contractionary. 

On top of these problems, there are two additional 

reasons for pessimism. First, while monetary policy 
can help some firms deal with temporary liquidity 
constraints — as happened during the 2008-09 Great 
Recession — it cannot fix solvency problems, nor can 
it stimulate the economy when interest rates are 
already near zero. 

Moreover, in the US and some other countries, 
“conservative” objections to rising deficits and debt 
levels will stand in the way of the necessary fiscal 
stimulus. To be sure, the same people were more 
than happy to cut taxes for billionaires and corpo-
rations in 2017, bail out Wall Street in 2008, and 
lend a hand to corporate behemoths this year. But 
it is quite another thing to extend unemployment 
insurance, health care, and additional support to 
the most vulnerable. 

The short-run priorities have been clear since the 
beginning of the crisis. Most obviously, the health emer-
gency must be addressed (such as by ensuring adequate 
supplies of personal protective equipment and hospital 
capacity), because there can be no economic recovery 
until the virus is contained. At the same time, policies 
to protect the most needy, provide liquidity to prevent 
unnecessary bankruptcies, and maintain links between 
workers and their firms are essential to ensuring a quick 
restart when the time comes. 

But even with these obvious essentials on the 
agenda, there are hard choices to make. We shouldn’t 
bail out firms — like old-line retailers — that were 
already in decline before the crisis; to do so would 
merely create “zombies,” ultimately limiting dyna-
mism and growth. Nor should we bail out firms that 
were already too indebted to be able to withstand any 
shock. The US Federal Reserve’s decision to support 
the junk-bond market with its asset-purchase pro-
gramme is almost certainly a mistake. Indeed, this is 
an instance where moral hazard really is a relevant 
concern; governments should not be protecting firms 
from their own folly. 

Because Covid-19 looks likely to remain with us 
for the long term, we have time to ensure that our 
spending reflects our priorities. When the pandemic 
arrived, American society was riven by racial and eco-
nomic inequities, declining health standards, and a 
destructive dependence on fossil fuels. Now that gov-
ernment spending is being unleashed on a massive 
scale, the public has a right to demand that com-
panies receiving help contribute to social and racial 
justice, improved health, and the shift to a greener, 
more knowledge-based economy. These values 
should be reflected not only in how we allocate public 
money, but also in the conditions that we impose on 
its recipients. 

As my co-authors and I point out in a recent study, 
well-directed public spending, particularly invest-
ments in the green transition, can be timely, labour-
intensive (helping to resolve the problem of soaring 
unemployment), and highly stimulative —delivering 
far more bang for the buck than, say, tax cuts. There 
is no economic reason why countries, including the 
US, can’t adopt large, sustained recovery programmes 
that will affirm — or move them closer to — the 
societies they claim to be. 

The writer, a Nobel laureate in economics and University 
professor at Columbia University, is chief economist at the 
Roosevelt Institute and a former senior vice president and 
chief economist of the World Bank. His most recent book is 
People, Power, and Profits: Progressive Capitalism for an 
Age of Discontent. @2020 Project Syndicate 

E
conomic activity in India is picking up from the lockdown lows and 
some of the high-frequency indicators suggest that the level of con-
traction is reducing. But a more meaningful recovery is still a long 
way off, going by the concerns over the uncertainties ahead. Once 

the spread of the virus subsides, the nature of the economic recovery would 
depend on policy support. The government in May announced an economic 
package worth about 10 per cent of gross domestic product (GDP), along with 
various other initiatives. To the government’s credit, action has been initiated 
on most elements of the package announced by Union Finance Minister 
Nirmala Sitharaman. The only exception is the new public sector enterprise 
(PSE) policy, which is a critical reforms measure. According to the announce-
ment, a list of strategic sectors that would require the presence of PSEs is to be 
notified. The private sector would be allowed in strategic areas but at least 
one enterprise will remain in the public sector. In all other sectors, PSEs are to 
be privatised. This is a big policy move and, if implemented, will have a sig-
nificant positive impact on the Indian economy, especially in the present cir-
cumstances. It is not clear why the government has not spelled out the details 
of the policy so far, as any further delay will only increase speculation about 
putting it on the back burner. 

The policy must be announced with a tentative medium-term road map. 
This would help the Indian economy in multiple ways. For one, a clear policy on 
privatisation with a realistic timeline would boost market confidence. The gov-
ernment owns a large number of loss-making businesses, which affect its 
finances. For instance, according to a 2019 report of the Comptroller and Auditor 
General of India, in 2017-18, there were 184 public sector companies with accu-
mulated losses worth over ~1.4 trillion. The net worth of over 70 companies had 
been completely eroded. Business Standard Research Bureau numbers show 
PSEs have seen a sharp drop in their market capitalisation, and continue to 
underperform the broader market. In the last 10 years, the combined market-
cap of the top 17 PSEs that were part of the BSE 200 index (excluding banks and 
financials) has declined over 40 per cent, against a 91 per cent rise in the Sensex. 
It is also worth noting that over 70 per cent of the PSE profits in 2017-18 came 
from sectors such as petroleum and coal, where the presence of the private sector 
is limited. This clearly shows that PSEs are not run efficiently. Also, apart from 
efficiency gains, privatisation would help raise resources and contain the fiscal 
deficit. Part of the proceeds can also be used to increase expenditure in the infras-
tructure sector, which would help economic recovery. 

India’s debt-to-GDP ratio is expected to go up by well over 10 percentage 
points in the current financial year, while the medium-term potential growth 
is estimated to have declined. Judicious use of public sector assets can help 
contain the economic damage of the pandemic. A revamp of government own-
ership in PSEs will also help re-allocate resources to key areas such as health 
and education. The NITI Aayog has a ready list of PSEs that can be put on the 
block. The government should take that into account and come up with a clear 
road map soon. 
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    Decision on public sector enterprises should not be delayed

The missing policy 

I
ndian higher education has registered improvement in the latest authori-
tative Quacquarelli Symonds (QS) global rankings. In the QS World 
University Rankings By Subject, 26 Indian departments entered the top 
100 against 21 in 2019. This week, the Indian Institute of Management, 

Bangalore, represented India’s debut in the QS global top 50 Executive MBA 
(EMBA) rankings at 36. The EMBA programmes of two other Indian institutes 
also entered the extended rankings: The Indian School of Business at 81 and 
IIM Kozhikode at 101. India’s highest-ranked programmes included a joint 41st 
rank for the Indian Institute of Technology (IIT) Bombay’s mineral & mining 
engineering programme and the University of Delhi’s development studies pro-
gramme. IIT Kharagpur (46) for mineral & mining engineering, IIT Delhi (49) 
for electrical & electronic engineering, and IIT Bombay (50) for chemical engi-
neering also figured in the top 50. This performance suggests an encouraging 
endorsement for India’s higher education universe. 

But this performance raises two questions. First, India was an early mover in 
Asia, investing in higher technical education at roughly the same time as the 
Asian tigers, Japan and China. But the sobering truth is that it is these countries 
with institutes that consistently enjoy higher rankings. For instance, mainland 
China’s Tsinghua University’s electrical engineering course is ranked 11, National 
University of Singapore at 12, South Korea’s KAIST (17), and Japan’s University of 
Tokyo (20). Why Indian institutions should lag their Asian peers is a question that 
needs some hard analysis about the quality of investment, administration, and 
the intellectual climate. The pursuit of pseudo-scientific theories about India’s 
ancient knowledge of nuclear physics and plastic surgery does little to further the 
cause of innovation and higher technical education any more than the embrace 
of jugaad as a viable “Indian” technology. 

This raises the second question, which the latest QS rankings also suggest. 
Seven Chinese universities (including those in Hong Kong) figure among the top 
50 ranks. Overall, 12 Asian universities are there in the top 50. India is conspicuous 
by its absence until rank 172 (Indian Institute of Technology, Bombay). This is 
poor showing for a country that prides itself on its scientific and technological 
prowess. A good part of this has to do with the limited opportunities for higher 
academics in India, which has created the vicious cycle of the brain drain and a 
constrained universe of quality academic research. This trend has been height-
ened over the past decade. It is axiomatic that higher education, whether in the 
arts or sciences, demands access to the free flow of information to flourish. In 
the early days of nation-building, India, too, was a beneficiary of this global intel-
lectual cross-pollination. But the political climate between the late 1960s and 
1990s shrank the opportunities for such knowledge exchanges, a trend the current 
regime has accentuated. It is starkly visible in the latest index of academic free-
dom, where India performs poorly, with a score of 0.32 (one being the maximum 
value), behind even Pakistan. It is also one of the few countries in which the 
index has dipped over the past five years. This is as potent an indicator as possible 
of the challenges ahead, as this weakness is a major hurdle on the road to 
Atmanirbhar Bharat. 

India has a lot of catching up to do in higher education

Learning to grow

In the wake of the growing military tension on the 
India-China border, there have been calls for boy-
cott of Chinese products. These have little impact 

on strategic reality. Equally, the plea that India cannot 
afford to do without Chinese imports is not a truism. 

If bilateral tensions escalate, then there may be a 
scenario in which India and China cease to trade. How 
would the Indian economy be hit in such a situation? 
That would depend on the extent to which India is 
able to do without Chinese imports and investment. 

In this extreme circumstance, the situation is not 
dire. First, thanks to the Covid pan-
demic, global trade is declining and 
India’s exports and imports are fall-
ing, the latter more than the former.  
So, we are importing less of every-
thing, including from China. 
Second, organic chemicals are the 
biggest single import from china; 
but these can be procured easily, 
albeit more expensively, from other 
countries. Imports of electrical 
machinery from China, the other 
major strategic good have been 
declining since 2017 and a combi-
nation of falling trade activity, alternative sourcing 
plus increased domestic production, will enable us to 
weather any shock. The rest— plastics, smartphones, 
automobile parts, fast moving consumer goods and 
toys, among others — essentially feed the consump-
tion of India’s elites and no great harm will be done in 
a crisis if we consume much less of these. Finally, 
Chinese inward investment is not large, and the optics 
of investment in start-ups obscures the fact that they 
are in strategically insignificant areas like financial 
services  and food delivery operations. It is true that 
two-thirds of inputs for India’s pharma industry are 
sourced from China but most of these can easily be 
made in India, albeit more expensively. 

The larger structural question is whether we can 
permanently reduce the share of Chinese imports. 

This must be seen in context. India typically incurs a 
current account deficit, which means that we typically 
import more goods and services then we export. There 
are two reasons for this. We export when the price and 
quality of what we sell is attractive to foreigners. We 
import because the same is attractive to us. This, in 
essence, is the theory of comparative advantage and a 
current account deficit simply means that our overall 
comparative advantage is lower than that of our trad-
ing partners. However, as an economy evolves, there 
is another reason why this may happen, which is that 

our pattern of consumption becomes 
more  import-intensive 

The story of our Chinese trade 
imbalance reflects a mix of both the 
above. Our net imports from China 
were just 5.8 per cent of total imports 
in 1999. They rose sharply to 16.1 per 
cent in 2008, peaking at 41 per cent 
in 2015. This is a huge rise in the net 
trade imbalance.  This declined to 
33 per cent in 2019. However, this 
decline has meant largely that we 
have been importing from other 
countries, like the United States, 

Vietnam and Bangladesh. Our current account imbal-
ance remains.  

What we buy from China now is (1) stuff that we 
used to manufacture at home, such as organic chem-
icals, plastics, and electrical machinery. It is just that 
Chinese productivity in producing these has out-
stripped Indian productivity for a long time now.  (2) 
Luxury and cheap mass consumption goods. The latter 
is driven by a worrying change in our output compo-
sition since 1991. The contribution to our total con-
sumption demand (non-services) of things like auto-
mobiles and FMCG is very high. These do provide 
manufacturing employment but are heavily import-
intensive, and the cheapest source of such imports — 
from mobile phones, to air conditioners, to auto ancil-
laries — is China. This, in turn, is because India’s 

growth story has been all about tapping the consump-
tion power of the top 150 million of the population 
and this consumption is disproportionately weighed 
towards import-intensive goods. Mass market items 
like synthetic textiles, toys and plastics are also uncom-
petitive with Chinese imports. We import from China 
not because we love China but because they sell us 
these things at cheap prices.  

But imagine a situation where India’s leading indi-
cators of gross domestic product growth were agricul-
ture (including food processing), textiles, affordable 
housing, health and education. These would not be 
as import-intensive, except textiles, where we would 
have to make an effort to improve the productivity 
and scale of our cheaper synthetic fibre and apparel 
industry and locate it in lower wage regions of northern 
and eastern India to compete with imports from China, 
Bangladesh, and Vietnam. For the rest, the demand 
on infrastructure, logistics and intermediates could 
be comfortably met by supply response from Indian 
manufacturers. A scaling up in healthcare provision 
would automatically incentivise domestic production 
of active pharmaceutical ingredients. Education is not 
import-intensive unless we send our children abroad 
to study — which would reduce if India delivered qual-
ity, affordable, education.  

So the question is not import substitution or 
export promotion, but, rather, how to raise the pro-
ductivity of the Indian economy. This, inter alia, 
requires a change in the output composition of 
demand to produce things that a larger segment of 
Indians wish to consume at affordable prices. This 
has been the message in all Indian political thought 
which we ignore at our peril. Only a focus on what, 
rather than how much we consume will counter our 
strategic vulnerability on the trade front, a threat 
that has loomed across the course of our develop-
ment journey since independence. 

The writer is director, National Institute of Public Finance and 
Policy. Views are personal 
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In a seminal 2015 essay titled “Caste 
Privilege 101: A Primer for the 
Privileged” Thenmozhi 

Soundararajan and Sinthujan 
Varatharajah wrote, “Dalits, Bahujans, 
and Adivasis have so far been the only 
ones to raise the issue of caste. Just 
because we bear the brunt of the violence 
of this system, it does not mean it is only 
our problem. Caste is, in fact, a structural 
problem. Therefore, it needs structural 
solutions that are grounded in collective 
and inclusive actions to dismantle it.”  

The first writer is a Dalit-American 

transmedia artist, journalist and theorist. 
The latter is a Dalit Tamil scholar, artist 
and activist. Their essay emphasises the 
responsibility that upper caste people 
must take by owning their privilege 
instead of making vacuous statements 
about not believing in caste. This 
involves confronting bigotry in families, 
workplaces and social networks. Who 
wants to do that when the status quo 
brings material rewards?  

This essay offers a useful framework 
to read T M Krishna’s Sebastian & Sons: A 
Brief History of Mrdangam Makers. 
Apart from achieving global recognition 
for his contributions as a Tamil Brahmin 
vocalist in the Karnatik   tradition, Mr 
Krishna received the 2016 Ramon 
Magsaysay Award for his “forceful 
commitment as artist and advocate to 
art’s power to heal India’s deep social 
divisions, breaking barriers of caste and 
class to unleash what music has to offer 
not just for some but for all”. 

Mr Krishna gives readers an intimate 
view of how caste-based discrimination 

thrives in the world of Karnatik  music. He 
is particularly interested in the stories of 
“distinguished mrdangam makers, many 
of them Dalits”. These artists who make “a 
cylindrical two-faced drum, the primary 
percussion instrument used in Karnatik  
music performances and Bharatanatyam 
recitals” have been denied their place in 
history and continue to “remain on the 
fringes of the Karnatik community.” He 
hopes to right this wrong with a book built 
on personal interviews, archival material 
and self-reflection.  

The labour of mrdangam makers is 
indispensable for mrdangam players. 
Their work involves handling cow skin, 
goat skin and buffalo skin, which are 
used in making the instrument. Mr 
Krishna does a remarkable job of 
showing how Brahminical ideas of purity 
and pollution deem certain occupations 
as inherently superior to others. 
Therefore, mrdangam players are able to 
maintain a high moral ground even as 
they use instruments made of animal 
hide while the mrdangam makers who 

select the animal and fashion the skin 
into an instrument bear the brunt of 
being called “dirty, uncouth and 
dangerous.”  

Sebastian & Sons  is filled with 
anecdotes about several personalities, 
their idiosyncrasies and hardships, but 
two men stand out — Parlandu and 
Palghat Mani Iyer. The 
latter found fame not 
only because of his 
musical talent but also 
due to his caste identity 
as a Brahmin. The 
former, a Dalit 
Christian, was the 
second of mdrangam 
maker Sebastian’s three 
sons who ruled the 
industry but his 
contributions had to be 
pieced together since 
Dalit histories are often 
erased in the hallowed portals of 
Karnatik music.  

Mr Krishna is familiar with these 
discriminatory practices that ensure 
concentration of power in the hands of 
Brahmins. He lives in Alwarpet, a 
Brahmin stronghold within the larger 

Mylapore area in Chennai. His book 
provides a trenchant critique of how the 
city is organised around caste clusters, 
and admits that his caste privilege is 
deeply connected to where he lives. “As 
far as popular imagination goes, 
tradition, history and culture are all 
found in this tiny locality. But there are 

thousands who do not 
fit this pretty picture, 
living in tiny homes 
and housing board flats 
abutting the polluted 
Buckingham Canal, 
which cuts through the 
heart of Mylapore — 
completely invisible in 
plain sight,” he writes. 

Recognising caste 
privilege demands 
understanding one’s 
own complicity in 
systemic violence. Mr 

Krishna admits that he wondered if it 
was ethical to pose sensitive questions 
while interviewing people who do not 
share his caste privilege. He also 
became uncomfortable when “there 
was no hoo-hah about his arrival” and 
he found himself “seeking recognition 

and legitimacy.” 
He struggled to shake off his 

Brahminical conditioning. He says, “I 
assumed that, while experientially the 
makers knew what they were doing, 
they did not possess the knowledge to 
understand chemical changes. I 
needed a Harvard scientist to validate 
what they were talking about. It was 
necessary evidence of my inability to 
understand knowledge that has a 
different operating system from the 
one I grew up with.”  

These candid reflections make the 
book worth reading. Unfortunately, 
Krishna makes no reference to Dalit 
academic scholarship even though he 
attempts to “bring together socio-
politics, aesthetics, chemistry, biology, 
acoustics, engineering and physics.” 
Dalits are reduced to being “native 
informants” — the anthropologists’ term 
used for people who translate their 
culture for the researcher, who is an 
outsider — while the author, a Brahmin, 
reinforces his position as the knowledge 
producer. Who benefits in terms of 
speaking platforms, writing 
opportunities and social justice 
credentials?

Drumming on discrimination 
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