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Former governor Duvvuri 
Subbarao of the Reserve Bank 
of India has said that the “RBI 

has to listen to the voices of the poor 
who are hurt the most by inflation, 
adding that “cutting interest rates is not necessarily the 
solution to stimulate investment”. Subbarao also said 
that before every policy review, the RBI consults stake 
holders like corporate leaders, banks, NBFCs, financial 
sector participants, financial markets, economists, and 
other experts. It then gets the view from all section of the 
experts and asks them to suggest solutions to the problems 
faced by them. He also said that when he was the governor 
of RBI he had a meeting with the top 25 large corporate 
leaders, and they tried to convince him why the interest 
rate should be cut. He then asked them whether they would 
make major investments within three months of the interest 
rate reduction. None of them responded positively. He 
said that he does not blame the doyens of the industry for 
not responding to interest rate cuts. While saying this he 
admitted that cutting interest rate was not necessarily the 
solution to stimulate investment. He felt that there were 
several constraints which came in the way of increase in 
investment. It is not necessary that cutting interest rate 
is the only solution to promote economic growth. When 
asked why the top industrialists in India were called for 
consultation, he said that even if they were not called, 
their point of view would always been known through 
other forums such as industry associations, Chambers of 
commerce, other groups representing the industry. When 
he said this, he felt that the voices of the poor were not 
heard in the decision making processes. He also stated that 
the poor are directly affected by inflation. The lower the 
income the more effect of inflation on the masses. The 
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former governor of the RBI has chosen to voice his views 
almost three years after he ceased to be the Governor of 
the RBI. He may be right and his experience in the RBI 
may have prompted him to admit that the poor are not 
heard. Why he chose to speak now is a question which 
shall be asked all the time. If he would have been as vocal 
regarding the woes of the poor when he was holding the 
post of the RBI governor as he is now, the country would 
have benefited more. His successor, Mr. Raghu Ram Rajan 
is one the most illustrious economist in the world. We 
invited him to deliver the lecture at the Gadgil Memorial 
Lecture, a couple of years ago, and he had just taken over as 
the RBI governor. His concern for inflation was also very 
obvious. Every governor of the RBI has to make decisions 
and do some tight rope walking by choosing between the 
demands of the top 50 industrialists as opposed  to the 
genuine concerns of the poorest of the poor. He has to 
strike a balance between the two. It is only when such a 
balance is achieved that the country’s economy can be taken 
ahead. With 3.5% of the population paying Income tax and 
carrying the burden of the remaining 96.5% the balancing 
act is increasingly difficult. The timing of his statement 
has come when the country seeks solutions to the issue of 
the curse of  poverty. This year’s Gadgil Memorial Series 
of Lecture has commenced with Dr.  Abhijit Banerjee’s 
lecture on “Lifting India out of poverty.” Taking a leaf 
from Dr Banerjee’s lecture, we shall try to put together a 
detailed paper for the consideration of the decision makers.
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Mr. Chandrashekhar Prabhu
Chairman, Editorial Board & 

Consulting Editor

What is required is 
Compassion ...

A budget is normally the 
declaration of  intention 
of  the government 

regarding the path it would take 
to manage the finances of  the 
country.  There used to be a time 
when the budget was the most 
important happening especially 
for trade, commerce, industry, and 
also the middle class and the poor.  
Over the years the importance 
of  the budget has reduced 
substantially.  We still remember 
the enthusiasm shown by the 
masses to follow every word of  
the budget speech delivered  by 
the finance minister a few decades 
ago,  and as soon as the budget 
speech was delivered, we had 
eminent economists commenting 
on each and every aspect of  the 
budget  .  There was a time when 
the likes of  Shri Nani Palkhiwala 
were invited to give their remarks 
and expert comments on the 
budget.  The response was so over 
whelming that an entire stadium 
had to be booked in order to 
accommodate the audience. 
Those were the days when the 
audience came well in advance 
in order to occupy vantage seats.  
Gone are the days.  We now have 
budgets which do matter to the 
economy, but not as much as they 
did in the past.  More over the 

Ministers take certain decisions 
which are not declared in the 
budget but through subsequent 
announcements.  There are several 
instances cited by economists and 
experts who excel in analyzing the 
budget, wherein some obvious 
pronouncements in the budget 
get negated by subsequent policy 
decisions.  

In this year railway budget like 
in last year’s budget, it was 
announced that there would be 
no increase in passenger travel 
fares. However the service tax 
was increased subsequently and 
indirectly the fares increased.  The 
seven million urban commuters 
of  Mumbai suburban railway 
system had to pay more for their 
monthly passes and tickets.

In the union budget as well, the 
individual   taxation norms were 
not changed. The limits and slabs 
generally remained unchanged for 
those who are not rich. Before 
those belonging to the middle 
class could  give sigh of  relief, the 
announcement  came that service 
tax was increased.  This meant 
that eating out became more 
expensive, every single service 
where service tax is payable 
became more expensive. It is easy 
to announce that there would no 
additional burden on income tax, 

but when push comes to shove, 
when more money flows out of  
the pocket the pinch is felt.  

While the common man 
discussed how the budget 
provisions would affect his 
outflow, an announcement which 
dealt a lethal blow to the entire 
population of  senior citizen in 
the country was made.  A decision 
was taken to drastically reduce 
the returns from various small 
savings schemes. We do not have 
a state driven system to take care 
of  our elderly population.  Every 
individual who works through out 
of  his life has to save bit by bit 
so that he has enough   savings 
when he retires.  There are 
several schemes which have been 
designed exclusively to encourage 
every individual to save towards 
his retirement.   Those who are 
employed in the formal sector avail 
the benefits of  the Employees 
Provident Fund (EPF), and this 
has been regarded as sacrosanct 
by successive governments.  The 
highest return possible is given 
for this fund.  The funds  available 
in the EPF scheme were earlier 
invested in secure government 
bonds and allied investments.  
However the rate of  return was 
generally a standard rate-nothing 
fanciful.  Those favoring liberal 
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policies cited the advantages of  
investing in the stock market and 
advocated in favor of  investing 
some portion of  the EPF in the 
capital market with the view to 
increase returns.  Little did they 
realize that they were playing 
with the hard earned money of  
millions of  employed people 
who did not have any say in the 
processes of  decision making. 
When the going was good, in 
the capital market, there was no 
significant increase in the returns 
given to the EPF.  This year the 
finance minister proposed certain 
taxation measures on withdrawal 
of  EPF. This announcement 
naturally resulted in an outrage 
and the government had to hastily 
withdraw its earlier proposal. For 
the average employee belonging 
to the middle class  and the 
class which can be classified as 
the urban poor employed in the 
organized sector, EPF is just 
one of  the savings schemes in 
which he contributes to ensure 
that his old age is taken care of.  
There are other saving schemes 
which most Indians choose from 
and the most preferred ones are 
those schemes which give tax free 
returns.  The Public Provident 
Fund (PPF) is the singularly 
the most popular scheme along 
with the EPF.  We also have 
the National Pension Scheme, 
National Saving Certificate, the 
Post Office Saving Schemes as 
well as the senior citizens saving 
schemes which most banks offer.  
These are followed by the fixed 
deposit schemes offered by the 
Banks.  The announcement which 
came after the budget very clearly 

stated that the returns from all 
the schemes would be slashed.  

Let us take the example of  the 
public provident fund (PPF).   
The scheme has been popular for 
over 25 years.  Those who saved 
maximum permissible amounts in 
the scheme have accumulated up 
to Rs. 45 lacs in the past twenty 
five odd years. The returns from 
this scheme has  been close to 9%.  
This means that if  an individual 
has saved for 25 years he would 
at least get Rs. 25,000/ - 30000/-
per month as retirement benefit. 
With the reduction of  the returns, 
the senior citizen will earn at least 
30 to 40 thousand Rupees less 
in the next few years due to no 
fault of  his. Similarly he will lose 
out on the returns from the NSS, 
NSC, Post office deposits, fix 
deposits etc.  On one hand the 
government increased the income 
tax threshold limit for senior 
citizen from Rs. 2 lacs to Rs. 2.5 
lacs giving him a tax advantage of  
a few thousand rupees depending 
on his income slab.  However, on 
the other hand, by reducing the 
returns  on various schemes, both 
tax free and otherwise, not only 
have the tax benefits available 
to him as a senior citizen been 
wiped out but has also reduced 
his income from all savings 
substantially.   All those who have 
retired and are surviving only on 
these saving schemes have several 
reasons to be worried.  

It is common knowledge that 
nonperforming assets of  the 
banks have increased in past few 
years.  The common man has 
nothing to do with the NPA.  

However, due to the increase in 
NPA, reduction in the rate of  
interest for loans, increase in 
salaries, and other similar reasons  
if  the bank is unable to pay good 
returns for the fixed deposits; or 
at least continue with the rate of  
returns offered earlier, the senior 
citizens would be penalized 
for no fault of  theirs.  While 
the government statisticians  
are quick to mention that the 
Wholesale Price Index (WPI) is 
under control, the house wife is 
constantly complaining that she is 
finding it increasingly difficult to  
manage within the limited budget 
available to her. 

With the advent of  summer the 
catchment areas and reservoirs of  
most important dams dry out, and 
the water table level going down 
rapidly, there will be substantial 
pressure on the government to 
make additional expenditure on 
drought relief  and allied subjects. 

The vegetable prices have already 
shot up and there are reports that 
the prices of  basic commodities 
including wheat are likely to 
increase substantially.  The area 
under cultivation for essential 
commodities including leggumes 
has reduced.  Unless wheat and 
other essential commodities are 
imported in a big way and made 
available to the common man at 
reasonable prices, he may find it 
difficult to make two ends meet. 
While everyone talks about the 
poor people there are very few 
who understand the real issues 
faced by them.  It is only when 
these issues are addressed and 
remedial action is taken at the 
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earliest, that the situation can be 
saved. 

All those who have made a 
habit to save for their future are 
therefore upset and the most 
upset, are the senior citizen.  The 
cost of  medical emergency and 
treatment for ailments including 
surgical intervention has 
increased over the years and in 
most cases the medical insurance 
is not adequate enough to take 
care of  the expenses required 
for hospitalization and surgery.  
More over our health system is 
really not efficient enough to 
take care of  the real needs of  the 
population. It is therefore most 
important that the government 
takes immediate measurers to 
ensure that the returns from the 
PPF and other similar saving 
schemes are not reduced, at least 
for the senior citizens. 

We understand that this issue will 
be given political over tones. We 
strongly believe that such issues 
should above politics.  The well 
being of  the rapidly increasing 
population of  the senior citizen 
is as important as taking care of  
the younger generation. While 
the youth need to be encouraged 
to be productively agile, the 
care of  senior citizen, especially 
the ones who have saved long 
enough and made provisions for 
their retirement, should never be 
ignored.  

We understand that the Niti 
Aayog has been working on a 
paper regarding  upliftment  of  
poor in India. We hope that 
the controversy regarding who 
should be treated as below the 

poverty line and the monthly per 
capita consummation expenditure 
is settled once and for all.  While 
Tendulkar committee suggested 
the national rural poverty line 
at Rs. 816 per capita per month 
and the national urban poverty 
line at Rs. 1000 per capita per 
month, these figures are sought 
to be revised, and there is a 
school of  thought that this move 
would show more people below 
poverty line and hence the focus 
on the poor of  the poorest will 
be diluted.  After the Tendulkar 
committee’s recommendations on 
the poverty line, the government 
appointed another panel headed 
by C. Rangarajan which had 
raised the poverty line to bring 
them in line with the 2011-12 
prices.  The NITI Aayog has 
to reconcile these figures and 
suggest positive measures to 
increase the income levels.  The 
standard suggestions are likely 
to be measures to improve 
productivity in agriculture, giving 
remunerative prices for the 
farmers, giving them immediate 
relief  during natural calamities 
etc. These recommendations 
have been made on a regular basis 
and there is nothing new in them. 
For the urban areas promotion 
of  food processing, electronics, 
retail trade, readymade garments 
etc. become the standard 
recommendations.  

We have heard enough of  export 
processing zones and special 
economic zones.  Much has been 
said about them but results are yet 
to be seen.  If  Niti Aayog makes 
these standard recommendations 
nothing much may change at the 

ground level. If  it chooses to be 
more innovative and does some 
out of  the box thinking then 
we can expect some results.  We 
have been getting reports  that 
the vested interests have been 
trying to put pressure on the 
NITI Aayog to include in their 
recommendations, reform of  
tenancy  laws.  We have gone 
through the draft model tenancy 
act and strongly feel that if  the 
recommendations suggested 
in this act are implemented, it 
will not only cause hardships to 
millions of  tenants and practically 
render them homeless, but also 
result in public outcry, and 
defeat the promise of  “Housing 
for All”.  Just talking of  the poor 
is not enough.  Real compassion 
is required together with a total 
understanding of  key issues.         

The Gadgil Memorial series of  
lectures begin this month with Dr. 
Abhijit Banerjee’s presentation on 
“Lifting India out of  Poverty. 

In our endeavor to pull families 
out of  poverty, we must also 
ensure that those managing to 
survive from the returns of  their 
hard earned money and also those 
who have been living for decades 
in tenanted properties are not 
crucified at the altar of  so called 
liberalization by reducing the 
returns on their savings schemes 
or by encouraging amendments 
to relevant acts to dilute the rights 
of  the tenants.

chandrashekharp@hotmail.com

Edit Page
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Dr. Prakash Hebalkar

Global Trade and 
Investment Trends...

This column focuses on trends in 
trade and investments in the past 
month. 

This month saw the presentation 
of  the boring bureaucracy-
designed Indian budget 
completely lacking in bold 
reforms but catering like the past 
sixty years to povertarianism. 
The rest of  the world is in 
turmoil, so for a silver lining a 
stable macroeconomy thanks 
to stern warnings by the RBI 
governor brightens the otherwise 
dull picture which resembles 
a punctilist landscape with 
thousands of  dots rather than 
a bright broad brush minimalist  
landscape by a Picasso.

In the USA, growth while 
strong at the base as measured 
by unemployment, saw some 
choppiness on the surface 
through the holiday yearend 
and into the early part of  the 
calendar year

In her much-awaited speech today 
to the Economic Club of  New 
York today, Federal Reserve Chair 
Janet Yellen spent quite a bit of  
time talking about low inflation 
expectations, saying “continued 
low readings for some indicators 
of  expected inflation do concern 
me.”

China continues to be enigmatic:

China’s banking decline and bad 
debts in focus.

China’s slowing economy and 
concerns over rising bad debt 
levels will be in sharp focus this 
week as the country’s biggest 
state-owned banks report their 
results. After a decade in which 
China’s five biggest banks 
enjoyed average annual profit 
growth of  25 percent, analysts 
now expect them to report a 
collective 0.3 percent decline in 
profit for 2015, according to a 
Bloomberg survey.

Analysts have raised questions 
about whether China’s huge and 
growing pile of  corporate debt 
could pose risks to the banking 
system as profits evaporate and 
producers struggle with rampant 
overcapacity in industries like 
coal and steel. —Neil Gough

h t t p : / / w w w . n y t i m e s .
com/2016/03/28/business/
s m a l l - g a i n s - i n - t h e - u s - a n d -
concerns-in-china.html

On the technology front, the 
focus is on the Internet of  Things 
and it’s potential dark side, 

In July 2015, Fiat Chrysler 
Automobiles NV recalled 1.4 
million US vehicles to install 

software after a magazine report 
raised concerns about hacking, 
the first action of  its kind for 
the auto industry.

Also last year, General Motors 
Co issued a security update for 
a smartphone app that could 
have allowed a hacker to take 
control of  some functions of  a 
plug-in hybrid electric Chevrolet 
Volt, like starting the engine and 
unlocking the doors.

In January 2015, BMW AG said 
it had fixed a security flaw that 
could have allowed up to 2.2 
million vehicles to have doors 
remotely opened by hackers.

“While not all hacking incidents 
may result in a risk to safety - 
such as an attacker taking control 
of  a vehicle - it is important that 
consumers take appropriate 
steps to minimize risk,” the FBI 
bulletin said Thursday.

It’s That Serious. FBI Warns 
Car-Owners About Hacking.

h t t p : / / w w w. r e u t e r s . c o m /
ar t i c l e/us - fb i - au to s - cybe r-
idUSKCN0WK0BBShared via 
ndtv.com/ipad

Another technology story was 
about the ballooning problem 
of  private drones threatening 
aviation safety. For the past year 
or more, aviation experts have 
been seeking FAA guidelines for 

Global Economic Monitor
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the flight of  drones, as there are 
for helicopter flights. Last week 
a near-miss occurred at LAX  
airport that may be a driver for 
just such a measure.

LOS ANGELES: 

The pilot of  a Lufthansa A380 
approaching the airport reported 
that a drone passed about 
overhead around 1:30 pm, said 
Ian Gregor, spokesman for the 
Federal Aviation Administration.

The plane was flying at 5,000 
feet & about 14 miles east of  the 
airport.

A message to Lufthansa seeking 
comment was not immediately 
returned.

A drone came within 200 feet 
of  hitting a Lufthansa jet near 
Los Angeles International 
Airport on Friday - the latest 
run-in between aircraft and the 
increasingly popular unmanned 
flyers.

The plane was flying at 5,000 
feet and was about 14 miles east 
of  the airport, over the heavily 
populated suburbs of  Los 
Angeles. It landed safely.

Police and Los Angeles County 
sheriff ’s helicopters were asked 
to keep an eye out for the drone 
but there was no immediate word 
about where it was launched or 
landed, what type of  drone it 
was, or to whom it belonged.

“This is one more incident 
that could have brought down 
an airliner, and it’s completely 
unacceptable. A near-miss 
of  200 feet should serve as a 
stark reminder of  the dangers 

posed by reckless drone use,” 
Sen. Dianne Feinstein said in a 
statement.

Government and industry 
officials have expressed concern 
that if  a drone - much like a 
bird - is sucked into an aircraft 
engine, smashes a cockpit 
windshield or damages a critical 
aircraft surface area, it could 
cause a crash.

While no confirmed collision 
has been reported, a report 
released last year counted at least 
241 reports of  close encounters 
between drones and manned 
aircraft, including 28 in which 
pilots had to veer out of  the way.

Bard College’s Center for the 
Study of  the Drone in New York 
found that 90 of  the close drone 
encounters involved commercial 
jets.  The study examined 
incidents from December 2013 
and September 2015. It found 
that most of  the drone sightings 
occurred within 5 miles of  an 
airport and at altitudes higher 
than 400 feet.

Global Economic Monitor
The confrontations could 
increase because drone sales 
are booming.  The Consumer 
Technology Association has 
estimated that 2.8 million drones 
will be sold in the US this year, 
a 149 per cent increase from 
2015.   Last month, the FAA 
announced there are now more 
registered drone operators in 
the US (325,000) than there 
are registered manned aircraft 
(320,000).

Drone Comes Within 200 Feet 
Of  Lufthansa Jet Near Los 
Angeles Airport

Read story: http://www.ndtv.
c o m / w o r l d - n e w s / d r o n e -
c o m e s - w i t h i n - 2 0 0 - f e e t - o f -
lufthansa-jet-near-los-angeles-
airport-1288780

profitechconsultants@gmail.com
The author is a Public Policy consultant 
and President of  ProfiTech, a strategic 
consultancy and also Member of  the 
MEDC Economic Digest Committee. 

MEDC -  AN  INVESTMENT - FACILITATOR   AND  
A   CATALYST  IN  DEVELOPMENT

 � MEDC provides to the prospective investors in Maharashtra,- useful 
information and key statistical data on Maharashtra's industry, infrastructure 
and other relevant economic indicators. 

 � MEDC supplies critical information and inputs necessary for business 
decisions, - related to  matters of State Govt.  Policy.

 � MEDC provides up-to-date and reliable information on various incentives and 
facilities available to investors in Maharashtra.

 � MEDC's Research Publications, based on insightful analysis, comprehensive 
information coverage and authentic data, act as a road-map for the investor.

 � MEDC organises useful and action-oriented Seminars, Conferences and 
Discussion-Meetings on vital issues of topical interest to business and industry.
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Mr. M.M. Tambe

Budget 2016 -17     

1. In the opening remarks of  his 
Budget speech of  2015,  the 
Finance Minister Mr. Arun 
Jaitley observed : ‘Historically, 
the Union Budget is essentially 
a Statement of  Account of  
public finances. But in India, 
it is considered as significant 
opportunity to mirror the 
Government’s thought process 
and road map for accelerating 
growth, enhancing investment 
and passing on the benefits of  
such growth and investment to 
the common man’. 

2. However, who is this faceless 
‘Common Man’ omnipresent 
and ritualistically referred to in 
every national budget?. Is he 
someone amongst (i.)  37 crore 
Below-Poverty-Line brethren 
out of  the total population of  
1.20 billion, OR  (ii.) 97% of  his 
fellow countrymen with below 
taxable income OR (iii.) 50% 
of  his compatriots who are 
dependent on the agriculture 
and allied activities for their 
livelihood OR (iv.) 89% i.e. 
3,15,00,000 of  his compeers  
who earn in the range of  Rs 
2 to 5 lakhs out of  the total 
3% i.e. 3,50,00,000 the total 
tax payers and certainly, not 
from 42,800 real macho men 
who earn Rs 1 cr or above; Or 
(v) 26% (i.e 30 crore) illiterate 

companions. But then this 
Common man is flummoxed to 
see the hysteria and euphoria 
for budget every year, reaching 
its crescendo on the last day 
of  every February. Poor fellow 
wonders why cannot we have 
our budget day on 1st April, 
which accidentally coincides 
with the Fools’ day and also 
with the First day of  a financial 
year. 

3. Economic scenario 

 This year the Common man 
has been told that the Budget 
2016 is being presented in a 
very difficult period especially, 
due to the double edge sword 
of  slowing world economy and 
stagnating the domestic one. 

a. He is told that on the World 
economic stage China, Brazil 
and Saudi Arabia are slowing; 
The USA  is still struggling; 
Japan is in recession and 
European countries barring 
few, are in big economic 
mess. As such, there are 
deflationary impulses. 
Added to that is weak oil 
and commodity prices 
which keep the inflation 
under control but throw the 
overall domestic economy 
in downward spiral; Indian 
Export is dwindling for 
months together. 

b. On the domestic front, the 
Common man is told that 
the economic growth is 
tapering though compared 
with the other countries, 
India has managed well to 
achieve the growth of  7.5 
% and to maintain the fiscal 
deficit at 3.9%. Agriculture 
sector has suffered drought 
for two successive years 
throwing the rural economy 
and his 50% brethren in 
doldrums. However, it is 
expected that good monsoon 
in 2016 is going to bring 
him cheer. The Government 
would increase wages of  its 
employees on the basis of  
recommendations of  the 7th 
Pay Commission with heavy 
cost of  Rs 1 lakh crore per 
annum.   

c. The Common man has 
been emphatically told that 
everything will be hunky-
dory as we have duel 
advantage of  democracy and 
demography. It’s a magic wand. 
And because of  that wand, 
there would be gradual 
recovery of  the nominal 
GDP at an average rate of  
11% over the next 5 years. 

4. On 29th February, the great 
Indian annual lottery – The 
Budget 2016 – was opened. 
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Cover Story
The Common man was once 
again told by the Government 
that the Budget 2016 is as 
usual “of  the Common man, 
by the common man and for 
the common man’. He was 
pleased. On the following day 
he read in the newspapers 
variety of  contradictory views. 
He read that the Budget 2016  
is ‘a step in right direction’ , it’s  
visionary,  forward looking, walks 
the talk, growth oriented, pro-poor, 
pro-business, path-breaking etc 
etc…… On the other hand, 
the Opposition told him that 
the Budget 2016 is ‘opportunity 
lost’, a sleight of  hand, no big idea, 
nothing concrete, jumalanomics,  
only heat no light etc, etc…... 
The poor fellow remembered 
that the last year also, the 
same template bouquet and 
brickbats were thrown at the 
Budget 2015. He got confused 
as to whether the Budget is 
good or bad for him.    

5. Common sense analyses: 

 The Common man then met 
few of  his common friends 
and by using ‘common sense’ 
[which is generally uncommon 
!!] started having a cursory 
look at the Budget 2016. And 
lo and behold !! suddenly he 
could able to think ‘visually 
rather than verbally …and able 
to make some meaning out 
of  that Budget. Some of  his 
reactions are: 

a. ADHD- The Budget 2016 
suffers from ADHD 
syndrome, which means 
Attentio Deficit Hyperactivity 
Disorder. It’s a medical 

condition that makes 
someone more active than 
normal and makes it difficult 
for him to concentrate causing 
complicated behavioural 
problems. The Common 
man wondered that there are 
innumerable initiatives and 
projects with astronomical 
budgetary allocations but he 
could not fathom as to who is 
going to monitor and control 
the implement of  such 
allocations.   

b. Bureaucracy – The 
Common man thought 
for a moment that the 
Government administration 
– the legendary bureaucracy - 
is going to implement it. But 
then he was reminded that all 
the ministers are complaining 
about the all powerful Indian 
bureaucracy which does not 
budge easily. It is mired with 
rules and regulations which 
disincentivize any change till 
the public protest reaches the 
point of  inflection.  There is 
no action but only reaction  to 
‘something urgent’.   

c. Chakravyuha challenge – 
The Common man accidently 
came across ‘The Economic 
Survey of  India 2016’ (“The 
Survey”) which has very 
succinctly described many 
problems of  India and of  
its ‘We the people’. The 
Chakravyuha challenge 
- a proverbial piquant 
situation from the legend of  
‘Mahabharata’ where Prince 
Abhimanyu knew how to 
enter the chakravyuha – a 

military formation in the 
form of  circular grid, - but did 
not know how to ‘exit’. The 
Survey had identified three 
‘I’s - Interests, Institutions 
and Ideas / Ideology - which 
were causing an efficient ‘exit 
‘ problems for India’s farmers 
and industrialists  alike. The 
Common man wondered if  
the Government knows the 
problem, why cannot they fix 
it?  

d. Black money & corruption 
– The Common man 
suddenly remembered his 
most favourite topic black 
money & corruption which 
he would unfailingly discuss 
on every chai-pe-charcha. The 
Common man knows that 
stories of  corruption and 
black money in India are more 
fascinating, wondrous and 
captivating than even ‘1001 
Arabian Nights’ stories. The 
Arabian stories only entertain 
and enthral. But the Indian 
corruption stories go beyond 
and energises the reader 
to emulate the leader. The 
Common man understood 
that the black money problem 
is just like God – omnipresent. 
The Common man has been 
told that black money and 
corruption distort economy 
and competition. The 
problem creates feelings of  
frustration and injustice. He 
remembered the high pitched 
poll campaign of  the Prime 
Minister Shri. Narendra Modi 
during the parliamentary 
election. That time, the 
pendulum of  black money 
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quantification oscillated 
anything between US$ 1.5 
trillion !! to Rs 600000 crores. 
[Global Financial Integrity 
Report]. He was reminded of  
the observations of  Justice 
Oliver W Holmes, Jr.: ‘Taxes 
are the price we pay for 
civilization. I like to pay taxes. 
With them, I buy civilization’. 
On the lines of  that famous 
observation, the Common 
Man thought- Would it not 
be correct to say ‘corruption 
is the price we pay for 
democracy. I like corruption. 
With it I buy democracy’.  
The Common man is told by 
the Finance Minister in the 
Budget 2016 that in order to 
take “stern action” against 
the black money holders the 
Government had introduced 
The Black Money (undisclosed 
Foreign Income  and Assets ) 
and imposition of  Tax Act, 
2015 popularly known as 
the Black Money Act. If  the 
people do not take advantage 
of  it the Government will take 
them to the task!!  Although, 
that scheme has completely 
failed to achieve its purpose, 
even then in the Budget 2016 
the Finance Minister has 
announced another form of  
‘amnesty scheme’ with the 
same stern warning!!.  The 
Common man wondered 
which is stern action the 
Government is contemplating 
? How come, even after 2 
½ years in the power, the 
Government is in the dark 
and clueless about ways of  
recovering the black money. 

And if  the Government 
knows the problem why 
cannot they fix it?  

e. Slow legal redress : The 
Common man is told in the 
Budget 2016 that the backlog 
of  tax disputes is gigantic. 
Legal redress is slow and 
therefore, the Government 
has introduced slew of  
measures to tackle it. The 
Common man felt why the 
Government is so much 
worried about only 3% of  his 
tax paying brethren and not 
for his other 97% comrades 
who are facing unending 
wait for their pending civil 
cases and criminal trials. He 
remembered that his concern 
is beautifully articulated by 
one of  the greatest juries 
of  India – Late Mr N A 
Palkhivala in his inimitable 
words: ‘law may be ass or not 
but in India it is certainly a snail , 
and it is unduly slow in the snails 
world’. Recently, President 
Shri Pranab Mukherjee has 
observed that when about 30 
million cases are pending in 
various Indian Courts it’s like 
depriving people of  India (the 
Common man)  for ‘speedy 
and affordable justice’. 
Resonating the President’s 
views, the Chief  Justice - Shri 
T. S. Thakur remarked that 
for Indian judiciary there is 
a ‘Crisis of  credibility’. India 
has only 13 judicial posts per 
million people against the 
UN norm of  50 per million. 
But then the Common man 
wondered why there is no 
appointment of  a single 

senior judge for the last one 
year. However, he is told that 
on account of  ‘great Indian 
rift’ between the Government 
and the Judiciary over terms 
of  The National Judiciary 
Appointment Commission 
it is legally and morally not 
possible to appoint any 
one. The Common man 
was reminded that four 
centuries ago, Sir Gresham, 
the economist of  Queen 
Elizabeth had observed ‘Bad 
coins drive good one out of  
circulation’. The Common 
man understood and 
interpolated that observation 
to Indian court cases, to 
say “ it is equally correct to 
say ‘ bad cases drive good 
ones out and prevent them 
being heard in time”.   The 
Common man wondered if  
they know the problem why 
cannot they fix it?   

f. Banking system : The 
Common man always 
wonders how do the serial 
defaulters manage to get loans 
for astronomical amount ON 
DEMAND with miniscule 
security and red carpet 
treatment? He wonders how 
a simple default in payment 
of  Rs 10,000 in housing 
loan instalment makes him a 
‘wilful defaulter’ and his photo 
is published in the daily news 
paper declaring his – in the 
words of  Justice Krishna Iyer - 
‘economic death’  and making his 
and his family’s life miserable 
and stigmatised. But when it 
comes to certain ‘privileged 
defaulters’ worth hundreds 
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of  crores, they are treated as  
economic adventurers and to 
save  them becomes  ‘national 
duty’. The Common man has 
noted with regret that in one 
of  the ‘high-fly’ cases, the Debt  
Recovery Tribunal ( DRT) 
gave 500 adjournments !!. He 
also read in the Survey that 
such a  situation has created 
a ‘twin balance sheet challenge’ 
– the impaired financial 
positions both of  the public 
sector banks and some of  
the large corporate houses.   
Consequently, stressed 
assets (non performing 
loans plus restricted 
assets) have increased 
phenomenally. Capital 
inadequacy of  the banks and 
credibility inadequacy of  
the Government are  being 
funded out of  the honest 
‘tax payers’ money. He heard 
Shri Raghuram Rajan the 
Governor of  Reserve Bank 
Of  India, the other day saying 
that there is no pass through 
of  lowering of  policy rates ( 
by RBI)  to bank lending rates 
as it would impact the bank’s 
profitability adversely, which 
is  the  direct result of  such 
loan defaults.   The Common 
man could make out that 
the banks’ real problem is 
that long term loans are 
sanctioned under the disguise 
of  short term loans, and 
contacts -  not merit - would 
matter to get a loan for the 
mind boggling amount.  The 
Common man wondered if  
they know the problem why 
cannot they fix it?  

g. Jobs and Human resource 
– The Common man thinks 
that even after 68 years of  
independence how come an 
unemployment is such a big 
problem and getting infested 
and complicated with many 
more related social problems 
and issues. Even after 68 years 
of  independence, the literacy 
rate in India is only about 
74.04% which is way below 
the world average literacy rate 
of  84%; and about 30 crore 
of  his brethren are illiterate. 
Employability for skilled and 
unskilled worker is a matter 
of  good luck. There is huge 
disguised unemployment. The 
Common man thought isn’t 
this a predominantly human 
resource problem is the real 
cause of  terrorism, unrest and 
other social disturbances?  The 
Common man is told that it is 
so. But then the Common man 
wondered if  they know the 
problem why can’t they fix it?   

h. Agriculture : A Common 
farmer with average median 
income of  Rs 30,000 per 
annum ( not month!!) does 
not understand the concept 
and definition of  tax free 

‘agricultural income’ as 
enshrined in section 2 (1A) 
of  the Income Tax Act and 
its explanation 2 ‘for the 
removal of  doubt..’   Almost 
50% of  his brethren are 
dependent on agriculture for 
their livelihood.  The sector 
is infested with problems 
of  successive droughts, 
scarcity of  water, lack of  
finance, lack of  efficient 
distribution channels, lack of  
crop security and above all, 
vagaries of  price fluctuations. 
The sector is reeling under the 
pressures of  subsidy scams, 
irrigation scam, MNREGA 
scam. He noted with shock 
and surprise that out of  Rs. 
50300 crore urea subsidy 
only Rs 17500 crore reaches 
the intended beneficiaries, 
small and marginal farmers. 
The Budget 2016 boasts that  
it  has allocated a fantastic 
amount of  Rs 35,983 crore 
to the Department of  
Agriculture (Rs 15089 crore 
Budget 2015) ; an increase 
of  127%!!  But if  the subsidy 
amount of  Rs 13000 crore 
which was formerly shown as 
allocation  of  the Department 
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of  Financial Services is 
deducted, the real increase in 
budgetary allocation is much 
less.  The Common man and 
the farmer wondered if  they 
know the problem why can’t 
they fix it. 

i. Irrigation  - The Common 
man thought that this is 
the most questionable 
sector where the cost 
benefit analysis shows huge 
difference in the estimated 
and the actual benefits vis-à-
vis uncontrolled increase in 
costs.  He noted that out of  
141 million hectares of  net 
cultivated area in the country, 
only 46% is so far covered 
with irrigation after 68 years 
of  independence. Rest is rain 
fed and rain drained.  There 
is a budgetary allocation of  
Rs. 17,000 crore in 2016-17 
and Rs. 86,500 crore in the 
next  five years for the various 
Irrigation schemes.  In 
irrigation sector, scams and 
not schemes, are dime a dazon 
and strict implementation is a 
part  of  legend..  

j. Energy  In the Budget 
2016, The Finance Minister 
had promised to electrify 
every village by 2018. The 
Common man remembered 
that electricity generating 
companies do not generate 
power not because they can’t 
generate but because State 
Power Utilities (SPU) do 
not buy the power. SPUs do 
not have the money and are 
almost bankrupt. Big private 
or public companies are not 

very keen to invest in power 
generation because of  risk 
of  return on investment and 
inordinate delays in payment 
by the SPUs. Investment in 
power generation has become 
‘return free risk rather than 
risk free return’. Since the 
sector is so politicised that 
hardly any new initiatives 
are allowed. Many states give 
free power to farmers. The 
cascading effect of  such ‘free 
lunches’ is difficult to believe. 
Not only the SPUs have 
become bankrupt but the 
water table of  the country is 
depleting fast due to farmers’ 
indiscriminate use of  water 
pumps to draw water much 
beyond the requirement. The 
Common man is reminded 
of  a famous adage ‘short 
term solutions are long term 
disasters’. He understood that 
power of  politics is far greater 
than the power of  policies. 

k. Taxation : The Common 
man noted that assessees 
are under constant 

pressure of  harassment, 
unreasonable demands by the 
administration with no finality 
to the dispute resolution. 
There is lack of  trust for the 
tax administration.  

l. Inflation – The Common 
man is also flustered to listen 
every now and then that 
‘inflation is under control’. 
But prices of  milk, pulses, 
fruits and vegetables are 
sky rocketing every day. 
His purchasing power and 
patience both are waning fast 
in the direct proportion to the 
price rise of  his daily grocery 
items. On the basis of   figures 
and statistics produced 
by the holy cow – Central 
Statistical Organisation - the 
Government tries to convince 
him that while Wholesale 
Price Index (WPI) is coming   
down the Consumer Price 
Index (CPI) is going up 
marginally. The Poor fellow 
gets more confused just like 
RBI which follows CPI and 
not WPI for its policies and 



Maharashtra Economic Development Council, Monthly Economic Digest 
14  April  2016

Cover Story
rate cuts. The Common man 
did check money in his pocket 
and found that it has already 
been evaporated by inflation!!.  
The Common man is then 
reminded that statistics 
is a science of  producing 
‘unreliable facts from reliable 
figures’. But the poor fellow 
thought that in India, we 
have mastered the trick of  
producing unreliable facts from 
unreliable figures!! 

6. Inconsistency: The Common 
man then compared the two 
‘path breaking’ budgets of  
2015 and of  2016. To his utter 
surprise, he found that what 
was revered as ‘path breaking’ 
initiative in 2015 is a broken 
path in 2016. What was revered 
as ‘game changer’ in 2015 is a 
‘gaming change’.  Vision of  
2015 becomes completely 
blurred by 2016. Lack of  
consistency in Budget priorities 
is one of  the big problems. 
Budget is like a temporary pain 
killer for permanent economic 
pain. The inconsistencies are :  

a. Housing - The Finance 
Minister in the Budget 2015 
identified ‘housing ‘ as the 
most important sector.. The 
slogan was ‘ A roof  for each 
family’. However, the Budget 
2016 identifies nine priorities 
in which the initiative -  ‘a roof  
for each family ‘ has become 
roofless. The Common man 
thought if  slogans were 
solutions, everyone  would 
have become Einstein.

b. Job creation – In the Budget 
2015, the Finance minister 

was emphatic about ‘Access 
to means of  livelihood for at 
least one member from each 
family’. Few sops in income 
tax are announced, But that 
priority is diluted. The Budget 
2016 refers to three initiatives 
– i. three year contribution of  
Employee Pension Scheme 
contribution of  8.33% for all 
the new employees, ii. Incentive 
under section 80JJ of  the 
Income Tax Act, iii. proposed 
simplification of  regulations in 
retail trade sector as new path 
breaking initiatives for job 
creation. The Common man 
wondered: just because of  few  
concessions or exemptions 
here or there which employer 
would create more jobs?  

c. Gold Monetisation Scheme 
– In the Budget 2015, the 
Finance Minister introduced  
a Gold Monetisation scheme 
on the basis that in India, the 
estimated stock of  gold is 
about 20,000 tonnes which is 
neither traded or monetised. It 
was touted as a ‘game changer’ 
in 2015. The Common man 

could not make out what is it 
that went so wrong that in the 
Budget 2016 there is tactical 
silence about this scheme. 
The Common man wondered 
whether the gold has lost its 
glitter or the Government, its 
sheen?.   

d. Bankruptcy Law – The 
Budget 2015 identified 
Bankruptcy law reforms as ‘key 
priority’ to bring about legal 
certainty and improvement 
in ease of  doing business. In 
2016, the Government is yet to 
pass the stated bankruptcy law 
leave aside, its implementation. 
The Common man watch the 
‘high flier’ defaulters sell their 
keeps in India and then just 
practice ‘one flew over the 
cuckoo’s nest……..’ 

e. Goods and Service tax (GST) 
– The Budgets 2014 and also 
the 2015  named the GST law as 
a game changer. The Common 
man is not aware what are the 
technical problems in getting 
the GST bill passed in the 
Parliament. In fact, he wonders 
when the Government and the 
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Opposition both support the 
GST in principle, then who is 
opposing it in the Parliament? 
The BJP, during the UPA 
regime, did not allow passing 
of  the GST bill on some 
flimsy no reason and now, the 
Opposition is paying them  in 
the same coin. The Common 
man wondered is it GST bill or 
‘Get-lost-bill’?.   

f. Land Bill : The Finance 
Minister in his Budget 2014 / 
2015,  used to harp on the land 
reforms as “lakh dukhonki eka 
dava hai kyu na ajamaye”  The 
Government had introduced 
‘The Right to fair compensation 
and Transparency in Land 
Acquisition, Rehabilitation and 
Resettlement (Amendment) 
Bill 2015’. However, due to 
political reasons it has been 
given a silent quietus.  Now 
nothing is mentioned about it 
in the Budget 2016. 

g. Disinvestment programme 
– Every year the Government 
irrespective of  the party in 

power, declares disinvestment 
programme which is 
knowingly unachievable. The 
Modi Government in the 
Budget 2015 planned to get 
Rs 69,000 crore but garnered 
not even 50% of  it. Even then, 
the Budget 2016 now proposes 
to raise Rs 56,000 crore from 
disinvestment. The Common 
man thought ‘if  hopes are 
horses, beggars would ride’..  

h. Corporate taxation – The 
another highlight of  the 
Budget 2015, was the Finance 
Minister’s declaration of  
gradual reduction in rate of  
corporate tax from 30% to 
25% over the next 4 years 
with phased elimination of  
exemptions. The reason for 
such reduction as explained 
by the Finance Minister was 
‘to higher level of  investment, 
higher growth and more jobs’. 
However, in the Budget 2016, 
the Finance Minister not only 
disappointed the corporate 
circle by not reducing the rates 

of  taxes as promised, but has 
introduced certain distortions 
like tripling STT options, new 
cesses, tinkering with CENVAT 
rules and customs duties etc. 
Does it mean that the reasons 
given in 2015 for such gradual 
reduction were ephemeral?  As 
the former Finance Minister –
Mr P Chidambaram observed 
the real saviour during the 
last year was the windfall of  
increased in excise duty of  
Rs 54,334 crore on petrol and 
diesel whose prices are falling 
globally. 

i. Retrospective taxation – The 
Common man remembered 
that Mr Modi during his 
election campaign, criticised 
the retrospective taxation 
as “business unfriendly”. 
However, after coming 
to the power, the Finance 
Minister has now clarified that 
henceforth there would not be 
any retrospective legislation 
but old cases will not be 
spared!!. So he is in fact and 
effect, coercing for recovery 
of  the old tax dues from the 
retrospective taxation.  The 
Common man was reminded 
that it’s like ‘head I win tail you 
lose’ situation. 

j. Phenomenal Budgetary 
Allocations – As compared 
to the Budget 2015 the 
Finance Minister has increased 
budgetary allocations to 
MNREGA  Rs 38,500 crore 
Road sector Rs 55,000 
crore;  Total Infrastructure 
Rs 2,21,246  crore  and Rs 
2,87,00,000 crore as Grant-In-
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Aid to Gram Panchayats and 
Municipalities; a quantum jump 
of  228% over the previous 5 
year period !!. In other words, 
on and average, every gram 
panchayat will be entitled 
for a whopping amount of  
Rs 80 lakhs. The Common 
man wondered whether we 
have enough and effective 
administrative and supervisory 
infrastructure to handle such 
a huge volume especially, of  
the Grant-in-Aid to Gram-
panchayats. MNREGA which 
was once dubbed by Shri Modi  
as ‘Living Proof ’ of  the UPA 
government’s grand failure, 
is now reinvigorated by the 
Finance Minister for the rural 
growth and support. The 
Common man remembered 
what the great management 
guru - Mr Peter Drucker 
advised -  ‘ plans are only 
good intentions unless they 
immediately degenerates into 
hard work’.   

k. PSU banks – In the Budget 
2015 the Finance Minister  
cautioned PSU banks to be 
careful and fast in recovery 
of  loans. PSU banks splashed 
loans like khairat and then 
their officers went on vacation 
from reality and recovery. 
Reasons like crony capitalism, 
irresponsible and corrupt loan 
sanctions & disbursements, 
fictitious securities, all writ 
large on the face of  such costly 
failures. Instead of  taking all 
the concerned to the task, the 
Common man has observed 
that big defaulters are given 
a ‘kid’s glove treatment’ and 

long leash to disappear.  NPAs 
with these Banks are said to 
be to the tune of  Rs 3,00,000 
crore. An enquiry by a reputed 
news paper revealed that the 
PSU banks have, during the 
financial years 2013 to 2015, 
unashamedly written off  bad 
debts to the tune of  Rs 1.14 
lakhs crores!! ; of  which, 
during the year 2015-16  alone, 
bad debts worth Rs 8033 
crores from just 38 accounts 
disappeared!!. By branding 
these banks as ‘too big to fail’ the 
Finance Minister proposes to 
recapitalise them by allocating 
Rs 25,000 crore. The Common 
man thought  would it not 
incentivise and institutionalise 
further corruption?  Delays 
in courts, manoeuvring 
of  banking personnel and 
systems, unabashed political 
support and misfeasance 
insulate such defaulters from 
any consequences; except live 
life king size.       

7. The Common man sadly felt 
that the vision of  the Budget 
2016 could be compared 
with the observations of  the 
management guru  Mr Peter 

Drucker : there are two visions 
at the same time : one is that 
of  a race-car driver [read Prime 
Minister Shri Narendra Modi] 
who is looking at the whole 
race track and has feel of  the 
immediate ground beneath the 
car , and the second one  is that 
of  an elderly lady driver [read: 
the Finance Minister and his 
team]  who is looking just ten 
feet in front of  her at a time; 
and then she stops, starts and 
swerve…..   

8. At the end, the Common man 
also understood the correct 
message from the Budget 2016  
– It’s a customary get-well-
soon card that the Finance 
Minister gives to the economy 
expressing his concern and 
sympathy and stating his belief  
that  the ailments afflicting 
the economy are more 
psychological and mental than 
real. 

9. Don’t worry, be happy. For a 
young nation like India, future 
is always bright. 

tambemm@gmail.com 
Mr.. Mandar M. Tambe is the Director of  
Sumantra Consultancy Services P Ltd and Senior 

partner of  M&M Consultancy Services
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Over the last two years, 
agriculture growth 
has dipped to an 

average of  half  a per cent per 
annum. This has led to rural 
distress. The crisis is acute. It 
can only be tackled by putting 
agriculture growth back on track 
at a sustainable four per cent 
per annum. One can only hope 
that the mandarins in Delhi are 
connected to the soil of  India in 
a way in which they can hear and 
heed its voice. If  they continue 
to mishear what is being said, it 
could unleash forces which could 
strain the social fabric that holds 
us together as a nation.

To understand the nature of  this 
crisis and what has been done, 
particularly in the form of  the 
recent budget, we must hear 
some voices not from experts 
who analyse policy, but from 
farmers who experience it. 

On being informed that the 
government had come out 
with a farmer’s budget with an 
allocation of  around Rs.36,000 
crore for them, Tukaram Mohite, 
a marginal landholder from Beed, 
Maharashtra, replied “Aamchya 
khishyat kaye ghlayacha asil ter paishe 
ghala, aakde nako”. (If  you want to 
put something in our pockets, put 
cash through remunerative prices, 
not statistics). Shivaji Eknath 
Patil a progressive cultivator 
from Western Maharashtra 

stated, “Amal paije-shabd nako”.
(Give us implementation, not 
words). Namdev, a herdsman 
from the dryland tract of  Satara 
district said, “Nusti laach bandh 
kara, pragati aapo aap hoil” (Just 
plug corruption, progress will 
happen by itself). 

The key sentiment is “please 
show us the implementation 
and ensure transmission of  
policy without leakages”. Short 
point: the Indian farmer can no 
longer be taken for a ride. While 
the budget announced by the 
government has been marketed 
as a pro-poor, pro-farmer budget 
focussed on reviving agriculture 
growth and improving farm 
incomes, a closer look might tell 
us a different story. True, Arun 
Jaitley announced increased 
allocations for irrigation, rural 
roads, electrification, crop 
insurance and other subsectors 
and added that the government 
would double the income of  the 
farmers by 2022. 

But what precisely does doubling 
farmers’ incomes in the next five 
years mean and how does the 
Finance Minister propose to do 
so? The strategy and the roadmap 
have not been spelt out. Thus 
with reference to which date 
is the doubling contemplated? 
Does it refer to real or nominal 
levels? Doubling agriculture 
GDP in five years implies an 

annual (nominal) growth rate of  
14% in the sector which even its 
most ardent supporters would 
find difficult to believe. There is 
an immediate need to reassure the 
public that doubling of  incomes 
is not misplaced political bravado 
but based on a carefully designed 
mix of  technologically upgraded 
seeds and fertilisers, significantly 
expanded irrigation facilities, 
enhanced Minimum Support 
Price and market access on a 
commodity neutral basis.

With regard to the additional 
allocation made for credit to 
agriculture, I recollect informal 
thinking at the government level 
way back in the early 2000s to 
double it. When the mathematics 
was done, it became apparent 
that while there was no way 
of  doubling agriculture credit 
in absolute terms, its rate of  
growth could be increased two-
fold. This was done but the 
lesson which came through at 
the end was that banking system 
driven credit expansion goes 
for increasing working capital 
and, therefore, does not lead to 
production, productivity gains 
or remunerative prices for the 
farmers. This is a lesson worth 
ruminating. There is another 
contra intuitive articulation 
from the ground which the 
government may like to think 
about: farmers are not enthused 
over loan waivers. As a smaller 

Dr. Yashwant Thorat

Agriculture in Distress
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holder said, “Sagla natak hai 
mothya shetkariyana madat karneya 
saathi” (Loan waivers are a drama 
to benefit those who do not pay 
and punish those who do). 

A deep-dive is required into the 
mathematics and economics 
of  the insurance scheme that 
has recently been announced. 
The proposal to enable 50 
per cent farmer’s access to 
crop insurance in two years is 
political hyperbole. Matching 
one overstatement with 
another, may I state that even 
if  Lord Venkateswara were to 
come down from Tirumala, 
He will be unable to make the 
existing  system of  assessing 
crop damage based on crop 

cutting experiments to deliver 
what the Finance Minister 
has promised.  The only way in 
which it can be done is to junk 
the existing damage assessment 
framework and to substitute it 
with an appropriate technological 
structure entailing suitably spaced 
weather stations reinforced by 
drones within an overarching 
framework of  satellites.

The provision made for irrigation, 
both through budgetary support 
and market borrowing is 
Rs.12,517 crore. A further Rs. 
6,000 crore is supposed to be 
spent on sustainable management 
of  groundwater resources. In a 
vast country like India with 54 
per cent of  its arable land still 

without irrigation, this is clearly 
inadequate. 

The short point is that if  Indian 
agriculture is sought to be 
turned around, the allocations 
for augmentation of  irrigation 
facilities need to be increased and 
firmly dovetailed to a credible 
water management system.

Those affected by the outcomes 
of  an action look at a situation 
differently from those not 
involved in its consequences. In 
the end, the voices of  the farmers 
are closer to the ground and will 
speak louder than lofty schemes 
or announcements.

The writer is former Chairman of  NABARD  
(Syndicate: The Billion Press)

Special Publication on
Goods & Services Tax (GST) in India, May 2016.

Goods and Services Tax – GST 
is a comprehensive tax levy on 
manufacture, sale and consumption 
of goods and services at a national 
level.  Through a tax credit 
mechanism, this tax is collected on 
value-added goods and services 
at each stage of sale or purchase 
in the supply chain. The system 
allows the set-off of GST paid on the 
procurement of goods and services 
against the GST which is payable 
on the supply of goods or services.  
However, the end consumer bears 
this tax as he is the last person 
in the supply chain. Experts say 
that GST is likely to improve tax 
collections and boost India’s 
economic development by breaking 
tax barriers between States and 
integrating India through a uniform 

tax rate. 
Following details information are 
included for the Special Publication:

1. What is GST and what are the 
benefits of its. 

2. How will it benefit the Centre 
and the State.

3. What are the benefits of GST for 
Individuals and Companies:  

4. What type of GST is proposed 
for India . 

5. Which other countries have a 
similar tax structure.     

The Special Study with its wider 
circulation (2500 copies) at different 
levels will command immense 
advertisement potential through its 
repeated readership and reference 
in business and industrial circles 

as also in Government offices. The 
advertisement value of the Special 
Study, therefore, needs hardly to be 
stressed. 
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Dr. P.K. Pattnaik & Jagdish Rattanani  

Budget 2016 : Some Hard Questions

The third budget of  the 
Modi sarkar set out a 
desire, a dream and a 

vision, the stuff  of  “champions” 
as the Finance Minister put it 
toward the tail end of  his 12,000 
word budget speech. He offered 
this without overstepping the 
boundaries, in fact staying within 
targets, with money still available 
for the rural sector, the social 
sector, employment generation 
and infrastructure.  
At the same time, he brought 
down the revenue deficit 
estimates to 2.3 per cent of  
GDP as compared with 2.5 per 
cent in the revised estimates for 
2015-16. The fiscal deficit at the 
targeted 3.5 per cent of  GDP is 
down from the 3.9 per cent in 
the 2015-16 revised estimates.  
And in doing all this, the FM has 
factored in headwinds like the 

impact of  a global slowdown on 
India, the looming burden of  the 
seventh central pay commission, 
the defence one-rank-one-pay 
and other challenges.
But what is the fiscal arithmetic 
behind this deft balancing act? 
The revenue deficit, which is the 
amount the government spends 
to keep itself  going, is calculated 
to come down through higher 
non-tax revenue – money flowing 
in from (possible) spectrum 
auctions and dividend and profits 
from Public Sector Undertakings 
(PSUs) and the Reserve Bank 
of  India (RBI). The revenue 
receipts are augmented by higher 
dividend from PSUs, which will 
go up to 33 per cent from the 
range of  20 per cent to 30 per 
cent now.
All of  these signal an 
overdependence on one-

time revenue measures, which 
are neither dependable nor 
sustainable. Telecom sector 
receipts at about Rs.99,000 crore 
for fiscal 2017 are budgeted at 
70% higher than the revised 
estimates last year. While this 
is in principle feasible, the 
question is just how appropriate 
or desirable is it to force-create 
fiscal space with one-offs and in 
a manner that is not likely to be 
sustained? 
Similarly, transferring receipts 
from PSUs to the government 
account through higher dividend 
is essentially in the nature of  
inter-governmental adjustments 
and does the trick of  managing 
numbers without any prudent 
fiscal strategy. 
Currently, revenue deficit 
targeted at 2.3 per cent of  GDP 
pre-empts two-thirds of  the 
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borrowing requirement (fiscal 
deficit) of  the government. 
Use of  high cost borrowing 
for normal running of  the 
government in principle is lack 
of  fiscal prudence. Moreover, 
revenue deficit is also tantamount 
to dis-savings by the government. 
Since economic growth is a 
function of  investment limited 
by savings, sooner the revenue 
deficit is eliminated, the better 
it is for us to move to higher 
growth trajectory. 
The fiscal deficit numbers are 
helped by a jump in estimates 
from disinvestment proceeds, 
which are shown to be at more 
than twice the revised estimate. 
Such a strong reliance on 
disinvestment, given that the 
disinvestment targets have not 
been met historically and even in 
2015-16, raises its own questions.
Evidence suggests that there 
has been deviation from the 
budget estimates to revised 
estimates and finally to the 
accounts. This is typically 
found in an overestimation of  
capital expenditure and other 
discretionary expenditure. For an 
example, in the budget estimates 
for 2015 -16, capital expenditure 
was placed at Rs. 241,430 crore 
but reduced to Rs. 237,718 crore 
in the revised estimate. Similarly, 
disinvestment proceeds were 
reduced to Rs. 25,312 crore 
revised estimates from the 
budget estimates of  Rs. 69, 500 
crore for FY 2016.  
In the end, the act of  balancing 
the books and keeping a check 
on the red is not an exercise 
on paper but must flow from 
a belief  and conviction in the 

fiscal direction we seek to take 
as a nation in the medium and 
long term, and some hard steps 
that are required to achieve this 
goal. Such a conviction is clearly 
missing in the budget, which 
instead seeks to adjust, please 
and sail by.  
A more appropriate approach 
could have been increasing usage 
charges on social and economic 
services and at the same time 
sending strong signals that 
these services will be delivered 
efficiently. 
Politically speaking, this would 
have been a difficult call at a 
time the euphoria around the 
government and its ache din has 
waned if  not died completely and 
the gap between expectations 
and achievements is rising.
But it is these gaps that also 
throw up opportunities to 
seize the agenda politically and 
economically. One of  gaps is 
the lack of  action, perceived and 
real, on the government’s part at 
cleaning up the balance sheets 
of  banks which are saddled with 
Non-Performing Assets (NPAs) 
at alarmingly high levels. 
This was an opportunity for the 
FM. He could have signalled zero 
tolerance for large defaulters, 
and spent more time spelling 
out the government’s philosophy 
on addressing a concern that 
touches the common man, 
impacts the banking sector and 
fuels the feeling that the big 
defaulters can get away under the 
current system. 
Instead, the FM has allocated Rs. 
25,000 crore  for re-capitalisation 
of  banks and said he will explore 

ways to raise more capital if  
needed. Since the bank NPAs 
are largely due to structural 
weaknesses and not cyclical in 
nature, any money to finance 
this gap is not in line with 
prudent norms for expenditure 
prioritisation.   
A firmer approach would 
have argued that it is not the 
government’s job to fill up the 
holes caused by banks and their 
poor decisions compounded 
by lack of  follow up to correct 
their sins of  omission and 
commission.
That one signal would have 
helped change the mood and 
build the perception of  a 
government that means to act 
decisively in areas it should. 
In sum, the goal of  transforming 
India by working for the benefit of  
farmers, poor and the vulnerable 
is highly laudable but it is not 
in sync with approach adopted 
for mobilising resources in this 
budget. Fiscal consolidation, 
fiscal integrity, fiscal prudence 
and fiscal rectitude critically 
hinge on fiscal empowerment 
(which is to maximise revenue 
to budget in a sustainable 
manner). Only this will enable 
the government to create fiscal 
space. The sustainable way to 
do so is to enhance tax to GDP 
ratio along with prioritisation of  
expenditure. In the absence of  
this, desires, dreams and vision 
are but words that mean nothing.

ranjitkpattnaik@gmail.com
Dr. R K Pattnaik is a Professor of  Economics, 

SPJIMR. Jagdish Rattanani is Editor at SPJIMR. 

(Syndicate: The Billion Press)
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Budget Reflection based on Tax
The three tier Indian tax system 
is adversarial, with its inequitable 
and regressive tax regime. The 
changes in tax regime apply only 
prospectively whereas people’s 
demand is that they could have 
been retrospective as well. The 
present government promised 
a stable and predictable tax 
regime before coming to power. 
But the budget does not prove 
it so. Although this it is just 
the second year, yet the budget 
2016-17 seems to be somewhat 
amateurish. The Indian Tax 
system is riddled with the 
problems of  inefficient Tax 
administration, tax terrorism, 
tax diffusion and curbing black 
money. The bane of  the Indian 
Tax system is that, it lacks in 
administrative efficiency and 
coordination. Our constitution 
empowers both the union and 
the state government to levy tax 
at different rates, creating the 
double taxation effect. Hence 
there is a need for a change in 
the Indian Tax administration.

Before coming to power, the 
government had promised to 
‘provide a non-adversarial and 
conducive tax environment 
and rationalized and simplified 
the tax regime. But the Budget 
2016-17 seems to be a contrary 
one. In the budget the Finance 
Minister has come with a 
proposal of  making advance tax 
payable 3 months earlier. Till 
now individuals paid advance 

tax at 30%, 60% and 100% 
of  full fiscal’s income by 15 
of  September, December and 
March. For a company it was 
15%, 45%, 75% and 100% 
to be paid by 15th of  June, 
September, December and 
March respectively. Whereas, 
the budget 2016-17 combines 
advance tax payment schedule of  
the individual and the company. 
Hence this increases the tax 
compliance burden on the 
individual by making advance 
tax payable from June instead of  
September. This measure will in 
turn increase compliance cost of  
the individuals, as it is not easy 
to estimate income in advance. 
The gross beneficiaries of  this 
and similar measures would 
be the chartered accountants 
and tax consultants. Secondly 
if  estimation of  income goes 
wrong then an individual would 
end up paying either more or less 
advance tax. The assessee would 
suffer notional loss of  interest, 
if  the estimated income is less 
than actual one. There will be 
increase in the interest burden 
applied under section 234C of  
Income Tax ACT whereby the 
Interest for deferred payment of  
advance tax will increase by 71%. 
So the measure will have adverse 
effect for an individual. All these 
measures may be misused by the 
tax authorities and the taxpayers 
may be subjected to harassment.

There is also a need to reconstruct 

the tax slab. Finding new ways 
to enlarge the income tax net 
is also important. In a country 
like ours, with a population of  
more than 125 crore people 
just 3.5 crore individuals are 
paying income tax. Therefore 
it’s necessary now to include 
the unorganized sector under 
the tax net. Apart from this, 
there is also a need to reduce 
the income tax slab so as reduce 
the burden of  middle class tax 
payer and to encourage them not 
to suppress their income and to 
discourage tax evasion.  It’s clear 
from the graph shown in figure 
1 that since NDA government 
come into power it has virtually 
followed the tax slabs suggested 
by the Congress government. 
The promise to deliver a different 
form of  governance which will 
be friendlier to people remains 
on paper. 

In Budget 2016-17 there appears 
no measure that would help to 
change the tax administration in 
India. The only Exceptions are 
the ‘e-Sahyog’ measure, intended 
to expand E-filling facility so 
to reduce compliance cost, 
especially for small taxpayers 
and also expansion in the 
scope of  e-assessments to all 
assessee in 7 mega cities in the 
coming years. But the ‘e-sahyog’ 
measure would be only helpful 
to the educated organized sector 
and not the unorganized or 
uneducated entrepreneurs. In 
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the last budget (2015-16) they 
had introduced good measures 
for tax administration, such 
as that of  introduction of  
Tax Administration Reform 
Commission (TARC) for 
reviewing tax administration 
etc. In the present budget it was 
expected that more measure 
would be announced. This did 
not happen and the follow up 
measures are not sufficient.

Apart from Tax administration, 
there is an urgent need to 
deal with the problem of  Tax 
Terrorism and black money.  
Tax terrorism is applying the 
tax laws harshly following the 
letter of  the law rather than the 
spirit. The tax officials issue 
tax notices to even those who 
comply with tax laws, refuse to 
give tax benefits or refund excess 
tax, resulting in an unnecessary 

litigation, and economic costs.  
Indian tax policy is often giving 
rise to deadweight or distortion 
cost, i.e. it always alters every 
decision made by businesses 
and the individual. We need to 
minimize the distortion cost. 

The government is trying 
to promote the ‘Make in 
INDIA’ and ‘Start Up’ policy, 
and they need to come up 
with appropriate tax reform 
conducive to such scheme. 
Reforms such as lowering of  
corporate tax rate from 30%-
25% within the coming four 
years was announced but 
corresponding reduction in 
individual tax rates is missing. In 
the current budget, lowering of  
Corporate Income Tax rate for 
companies not exceeding Rs 5 
Cr turnover, which was sought to 
be achieved by payment of  25% 

tax plus surcharge. However, 
it also aims to phase out the 
exemption limit, and this may 
not be appreciated and in some 
cases be counterproductive. 

There is also need for simpler 
taxation system in India. 
Although the government is 
on its way to introduce GST 
which implies comprehensive 
levy on manufacture, sale 
and consumption of  Goods 
and services, so there will be 
equitable tax burden. It was also 
expected that there would be 
sharing of  a common tax base. 
However there are compliance 
issues, especially for the small 
trader it is still unclear how these 
issues will be sorted out. Apart 
from GST there is also a need to 
bring the Direct tax code in to 
force quickly. We need a simpler 
tax code that would do away with 
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the discretionary exemptions on 
one hand while creating space 
for lower tax rates on other.

There is a need to deal with 
black money as much as with tax 
terrorism. Though the current 
government is claiming that it is 
making all efforts to curb black 
money but their schemes are not 
up-to the mark. During the last 
budget, government promised 
to introduce a reform to punish 
people with black money. In the 
current budget they increased 
the deferred payment time limit 
from one year to two year. The 
government is working contrary 
to its own statements.  Many 
schemes were promised to curb 
black money; Reforms were also 
promised so was the promise 
to bring in a new law for black 
money. But current budget 
doesn’t show any follow up 
on the earlier announcements. 
There is a need to frame laws 
and schemes to the curb black 
money. Just by increasing the 
rebate limit from Rs 2000 to Rs 
5000 it is not going to motivate 

the assessee to disclose their 
income and pay their taxes 
due. All assesses know that a 
difference of  just three thousand 
will not make a big change.

Taxing of  EPF measure is also 
ill advice measure, which had 
created havoc. It is not fair to 
tax the 60% provident fund of  
an individual, which would have 
created double taxation. The 
proposal to tax EPF as already 
met with strong opposition 
of  people, and government 
has been forced to withdraw 
this ill advice double taxation 
proposal. The government 
should introduce reforms which 
do not increase the burden on 
tax payers. Instead the reform 
should be such that it motivates 
them to pay tax in accordance to 
their income.

Lastly it can be granted that the 
budget 2016-17 has made all its 
efforts for a good tax assessment 
system. Measures such as 
Dispute Resolution Scheme 
have been introduced, whereby 
there is no penalty with respect 

to cases of  disputed tax up to 
Rs 10 lakhs. Cases of  disputed 
tax exceeding Rs 10 lakhs are 
subjected to 25% of  minimum 
imposable penalty. Any pending 
appeal against a penalty order 
can also be settled by paying 25% 
of  minimum imposable penalty 
and tax interest on quantum 
addition. Such reforms can help 
fast- forward assessment of  
cases and reduce black money 
floating in the market.

Budget 2016-17 as such doesn’t 
seem to be appealing for the 
common man. Though the 2016-
2017 budget has made effort 
to bring in some constructive 
measure to meet the governance 
economic program of  progress 
and development it has not 
succeeded in convincing the 
common man, that there is some 
benefit for him as well.
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Budget and its Contribution towards 
Skill Development

India is one of  the youngest 
nations in the world with 
more than 54% of  its total 

population below 25years of  
age. India’s workforce is second 
largest in the world after China. 
China has 47 percent workforce, 
but when compared with other 
developed countries like, Japan, 
which has 80%, and South 
Korea, which has 96%, we lack 
behind. The Economic Survey 
2014-15 has stated, “The present 
skilled workforce in India is 
only 2 percent”, which is much 
lower when compared to the 
developing nations like Nepal 
and Kenya .But the aim of  the 
budget 2016-17 is to create a 
skilled workforce of  500-million 
people. This target as and when 
achieved would take us past 
China in this sphere. However, 
in my opinion this is not possible 
because the government has to 
generate work at a greater speed.

The budget has mentioned 
various schemes like Deen Dayal 
Upadhyay Grameen Koushalya 
Yojana for poor rural youth. The 
schemes have been implemented, 
but the data shows, the number 
of  candidates placed in the 
year 2012-13 was 1,62,552 that 
further reduced to 52,286 by the 
year 2014-15. The budget targets 
on increase in skill of  500 million 
people by the year 2022.To 
achieve the estimated targets the 

government needs to improve 
various schemes by alternative 
measures such as allowing the 
rural youth to get opportunity to 
upgrade their skills in the areas 
like mechanical work, masonry 
carpentry, electrical work, 
electronic spare parts, plumbing 
etc.

The present government 
focuses on increasing the 
skilled workforce of  500 million 
people over next 7 years. To 
achieve these estimated targets, 
it is necessary to implement the 
schemes in a proper direction. 
These can provide alternative 
work to the farmers in the areas 
like animal husbandry, poultry, 
and farmers can indulge in 
making cow dung cakes and can 
sell them in semi-urban areas 
as organic fuels. In Rajasthan 
where the NGO like Samarthak 
Samiti, which provide alternative 
work of  collecting honey during 

the slack agricultural season, the 
NGO provides safety clothes to 
the workers which helps them to 
collect more honey and decreases 
the rate of  deaths and illness  
from honeybee bites. The rate 
of  collection of  honey by the 
skilled workforce is much faster 
and the number of  participants 
has increased rapidly.

Similarly, in the case of  non-
farm work, the people living 
near the water bodies can have 
the skills of  making fishing 
nets, making boats, operating 
motors, catching fishes etc. India 
is one of  the largest exporters 
of  the fish in the world, and 
employment in this sphere can 
be both productive and helpful.

Government should provide 
storing facilities to anglers 
for storing fishes; the people 
usually are left with the problem 
of  selling fishes beyond 2-3 
days from the day they catch 
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them. The anglers throw away 
their fishes because they start 
deteriorating so the fishes need 
to be stored. New methods of  
storing facilities like making 
nets, cold storage containers for 
preservation are essential. The 
value addition techniques like 
canning can be thought to the 
fisher folks. Canning fish offers 
advantages over freezing as it can 
be stored at room temperatures 
for long periods

The government can motivate 
the younger youth by advertising, 
encouraging with attractive 
poster campaign, exposing them 
to music, which creates new 
trends in the people’s mind and 
can play a great influencer to 
change people mindset when it 
comes to working in fields.

The Rashtriya Kaushal Purashkar 
given by the state and the 
central government is the best 
motivational award introduced 
by the government. 

The Gross Value Added (GVA) 
is a new concept introduced by 

Central Statistical office (CSO) 
to measure the economic activity. 
As per GVA manufacturing 
sector has increased from 7.1 
% during the year 2016-17 as 
against 5.3 % in 2013-14.

Though India has maximum 
number of  youth workforce 
between age group 16-29 years 
(www.youthpolicy.org), skilling 
the youth is the biggest challenge, 
because out of  14 million youth, 
in every year barely 2 million of  

youth gets formal training.

The selection of  an employee in 
the manufacturing sector needs 
to be based on   his skills, rather 
than his educational qualification. 
Some employees are good in 
skill but are not in education. 
Selecting the employees on 
basis of  their skill can help in 
increasing the productivity in 
the manufacturing sector. Due 
to lack of  skilling, there are less 
job opportunities, which lead to 
increase in unemployment, and 
thus affect the livelihood of  the 
people. 

The National Manufacturing 
Policy (2011) is targeting 100 
million new jobs in manufacturing 
sector by 2022, however as I 
mentioned earlier that achieving 
the target is not possible because 
the government has to generate 
work at a greater speed. The 
National Skill Development 
Policy (2009, It aims to promote 
skill development by catalyzing 
creation of  large, quality, for-
profit vocational institutions. 
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It provides funding to build 
scalable, for-profit vocational 
training initiatives. Its mandate 
is also to enable support systems 
such as quality assurance, 
information systems and ‘train 
the trainer’ academies either 
directly or through partnerships. 
This policy can help in 
transferring the labour force on 
basis of  their skills from one area 
to other. Transferring people 
to the place where their skill is 
required in different field creates 
more employment opportunities. 
They are to be provided with 
the information, counseling and 
training about the new place.

The government can also 
provide counseling especially 
for 10th class students so that 
it gives them knowledge and 
information about the different 
fields related to skilling rather 
than arts, science and commerce. 
This will help to create awareness 
about the different skills, which 
allows the students to generate 
additional interest and help 

them to improve their skills and 
making them expert in their 
respective fields.

The U.S system of  generating 
employment by giving special 
training, setting up schools of  
each category and helping in 
enhancing the skill in various 
fields is something, which 
requires special thoughts.  In 
India we have, few certificate 
courses programs like mobile 
repairing, plumbing. The 
Industrial Training Institutes, 
(ITI) s has vocational training 
programs, but they are not 
enough for job performance.

Multiple set of  jobs need to be 
created under “Make in India” 
banner. The important factors is 
to increase force on improving 
skills of  the employees by giving 
them coaching and to be the 
mentor of  junior employees and 
can guide them in improving the 
skills which would benefit them 
in future.

Economic times reported that 
the Indian Leather Development 

Programme trained 51,216 youth 
in the past 100 days and it plans 
to train 1, 44,000 young persons 
annually. Four new branches of  
Footwear Design & Development 
Institute — at Hyderabad, Patna, 
Banur (Punjab) and Ankleshwar 
(Gujarat) — are being set up to 
improve training infrastructure. 
The industry is undergoing 
acute skill shortage and most of  
the people are trained and been 
absorbed by the industry.

“The demand of  labour increases, 
as the economy grows.” The 
government can encourage 
various NGO’s and many private 
sectors can help in providing 
training. The government has 
formulated the “MAKE IN 
INDIA” policy under “SKILL 
INDIA” but government did 
not mention the ways to achieve 
target of  skilling people under 
1500 training institution in the 
budget.

Finally, we agree that there is a 
need to increase the skill of  the 
youth. We also agree that there 
should be more creation of  job 
opportunities. However, the 
budget fails to outline how this 
could be done in a time bound 
manner. Mere allocation of  
funds is not enough. The budget 
must be a good document, which 
makes it clear how the targets 
can and should be achieved.

vidzjain0220@gmail.com

Vedhika Jain is MEDC intern
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Infrastructure 

A country spurs in terms 
of  development only 
if  its infrastructure 

proves to be innovative. It is 
the infrastructure that impels 
development and growth 
within a country. Infrastructure 
has progressed from purely 
government funded projects 
to newer business models 
which imply partial and 
complete ownership of  
private sector except that of  
railways. Infrastructure mainly 
consists of  aviation, road, 
telecommunication, bridges, 

railway, tunnels, sewers and 
water supply.

Indian road network is amongst 
the largest and the densest in 
the world, transporting more 
than 60% of  all goods and 85% 
of  total passenger traffic.

Although, Indian road sector 
contributes 6% to the GDP and 
being the one of  the largest in 
the world with 70% of  its share, 
we are still unable to effectively 
connect all areas in rural India 
to their urban counterparts. 
The total assigned allocation by 

budget for infrastructure outlay 
is Rs.2, 21,246 crores. Rs.55, 
000 crores of  allocation is for 
highway and road sector. After 
analyzing the budget allocations 
for highways, the question 
that emerges is whether the 
respective allocations are worth 
making and rational? The 
major hurdle in constructing 
the excellent highways and 
expressways is land acquisition. 
The condition of  Indian roads is 
poor, mainly owing to extensive 
usage of  a variety of  inferior 
raw materials. Another reason 
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of  inferiority of  Indian roads is 
corruption. In addition, there 
is an issue of  high taxes, which 
are to be paid at check posts 
as road taxes and toll charges. 
While allocating the huge funds 
for infrastructure creation and 
improvement, the government 
also must focus on the issue of  
safety. The increase in number 
of  highways and freeways will 
eventually increase the number 
of  accidents. The data says 
that five lakh road accidents 
happen in India and nearly 
1.4 lakh people become the 
victims of  fatal misfortune. 
The current allocation is not 
justifiable, as 1 Km highway 
construction requires 10 crores 
and the budget approved for 
the construction of  10,000 
km National Highways is only 
Rs.15, 000 crores instead of  
1,000,000 crores of  allocation. 
Even the capital appropriation 
is also not adequate, as the 
potholes created on Indian 
roads every monsoon, needs 
huge amounts of  money to 
repair them. The creation of  
effective road network is an 
inevitable necessity. Therefore, 
while allocating the funds, the 
government must lay emphasis 
on road safety related issues, 
including holding licensing 
and regulatory authorities’ 
accountable.Increase in number 
of  blood banks and hospitals, 
near accident-prone areas is 
vital. The best road network 
will be a reality if  the quality 
is improved in a time bound 
manner. However, at present 
the emphasis is high on Delhi 

and its peripheral areas for 
connectivity. The other regions 
also need similar attention for 
social change and industrial 
growth. The maximum numbers 
of  highways were constructed 
during the time when the 
Vajpayee government was in 
power as compared to that of  
congress government. As per 
the data, from the year 1982-
2012(32 year), 47795 km of  
national highways were added, 
among which 23814 km was 
built during NDA government 
reign. Therefore, they need to 
continue adopting policies of  
erstwhile Vajpayee government 
to achieve the estimated targets 
set within the budget.

The aviation sector in India has 
also seen a failure, mainly owing 
to Red tapism, inconsistent 
government policies and 
favoritism, high tax on aviation 
fuel, which is 60% higher as 
compared to other growing 
countries. The finance minister 
while announcing the budget 
expressed his willingness 
to bring growth in aviation 
sector through revival of  the 
unserved and underserved 
airports and airstrips, which 
are 160 in number presently 
in India. The allocation is 50 
to 100-crores, which is grossly 
inadequate. Only 1% of  the 
total population of  India 
travels by air, which shows that 
a great potential in aviation 
industry is still lying unexplored 
because of  unsustainable 
pricing policies. Last year, 
the government assigned 438 
crores for ghost terminals in 

India. However, there is no 
specific reference as to where 
the money for ghost terminals 
has been utilized. Currently, the 
government has approached 
the state governments to assist 
it in constructing the regional 
connectivity in terms of  airlines 
business and easy travelling. 
There is no record of  these 
expenditures. The allocations 
are just given, and a promise 
of  improving the conditions 
of  aviation sector is made. The 
saving grace appears to be that 
after a long time, this sector 
is been at least acknowledged. 
However, airline companies in 
the process of  earning higher 
market share unnecessarily opt 
for the dropping off  airfares, 
which affects the profitability. 
It does help the customer in 
the short term, but in the long-
term analysis, the airline may 
become economically unviable.

While Indian government 
should focus on overall 
infrastructural development it 
must consider encouraging the 
role of  private entrepreneurs 
and allow an efficient business 
model such as ‘public private 
partnership’ (PPP model).
Besides supplementing the 
public resources, PPPs provide 
an opportunity to exploit the 
private sector efficiencies 
in project implementation. 
However, while implementing 
the PPP model, care should 
be taken to ensure that the 
end user’s interest must be 
adequately safeguarded. He 
should not be subjected to 
exorbitant charges, as has been 
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seen in airports, which are 
already privatized. Adequate 
investment in infrastructure 
development is a prerequisite 
for higher economic growth. 
Due to low investment in 
infrastructure development, 
India suffers from a huge 
infrastructure deficit. As per the 
data compiled by McKinley& 
Company, the average 
infrastructure investment in 
India during the period 1992-
2010 constituted 4.7 per cent 
of  the Gross Domestic Product 
(GDP) as against 7.3 per cent 
across countries like China, 
Indonesia and Vietnam. Further, 
as per the World Economic 
Forum Global Competitiveness 
Report 2014, India ranks 85 
out of  144 countries in terms 
of  infrastructure quality 
with ‘inadequate setting of  
infrastructure’ listed as the 
major hurdle in doing business. 

According to the report, India’s 
infrastructure rankings vary 
from 84 in quality of  roads 
to 111 in quality of  electricity 
supply.In the previous year’s 
budget, government has 
underlined the role to be played 
in the form of  PPP model 
for the faster infrastructural 
development. However, in this 
year’s budget the government 
has only clarified about the 
steps to be taken for the 
effective implementation of  
this model such as-

• Public Utility (Resolution 
of  Disputes) Bill will be 
introduced during 2016-17.

•  Guidelines for renegotiation 
of  PPP Concession 
Agreements will be issued.

• New credit rating system 
for infrastructure projects 
to be introduced. In view 
of  the above governmental 

guidelines, I am of  the 
opinion that eventually 
we can see the benefits of  
recommended PPP model 
in the national interests. We 
find that the connection 
between the earlier year’s 
budget and the current 
budget is not adequate.

Therefore, there were many 
expectations from Modi 
government, the ruling 
party and people are looking 
forward to see a new India, 
which is to be transformed 
in all ways. Therefore, the 
government should be keen on 
implementation and execution 
of  policies on a continuous 
basis.

kulkarni.gautami8@gmail.com.

Gautami Kulkarni is MEDC 
Intern 
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Reflection of the Union Budget 
on the Rural Sector

“We must now look ahead. 
The risk of  further global 
slowdown and turbulence 

are mounting. This complicates 
the tasks of  economics 
management for India. It has 
three serious implications for 
us. First, we must strengthen 
our firewalls against this risk 
by ensuring macro- economic 
stability and prudent fiscal 
management. Second, since 
foreign markets are weak, we 
must rely on domestic demand 
and Indian markets to ensure 
that India’s growth does not 
slow down. And third, we 
must continue with the pace of  
economic reforms and policy 
initiatives to change the lives of  
our people for the better” [From 
the budget speech of  Finance 
Minister, Mr. Arun Jaitley.]

The agriculture sector is the 
backbone of  India’s economy 

which accounts for the survival 
of  65% of  our population. The 
government claims the budget 
to be pro - poor and pro -farmer 
but in reality it is not so, since I 
feel that it would not benefit the 
poor people and farmers. It also 
claims to improve the current 
condition of  the farmers in rural 
India by 2022 by doubling the 
farmers’ income. This appears 

to be a difficult task, because 
the government is not specific 
about the methods to be used 
doubling the farmers’ income. 
The government shall do well 
to eliminate the intermediaries’ 
i.e there should be a farmer-to-
consumer transaction link (one 
–to-one bases). Althought the 
buget allots Rs 36,000 crores for 
schemes like “ Pradhan Mantri 
Krishi Yojana “ to bring 28.5 
lakh hectares  under irrigition 
.These  announcements are 
is nothing new, as the earliear 
UPA government had already 
taken the initiatives of  bringing 
more land under irrigation.The 
numbers can be increasaed but 
by changing the names, schemes 
do not change.

 Several schemes are iniatated to 
counter the existing problems, 
but we find that the problem 
actually lies in lack of  their 
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effecttive implimentation or 
enforcement. Schemes can 
prove effective if  they are 
actually brought into reality, and 
donot remain annoucements on 
paper. 

The budget  unfortunately 
seems to ingore the issue of  
farmers suicide  even though  
it has allocated funds for the 
various scheme  connected 
to agriculture. Allocating Rs 
20,000 crores for NABARD 
schemes may not bring “achhe 
din “to the farmers’,unless the 
real problems and isues sought 
to be tackled. By increasing 
the finance,  the likelihood of  
the farmers borrowing more 
resulting in increse in the debt 
cannot be ruled out.This may 
only lead  farmers to incraese 
their debt on top of  the 
loan burden they are already 
subjected to by  unscrroupulous 
money lenders. For eg, although 
there are laws prohibiting 
dowry this continues to plague 

our farm community.Nothing 
has been done to effectively 
implement these laws,and there 
is also lack of  awareness among 
the farmers’ community about  
these laws. Unless such actions, 
are taken the allocation of  hugh 
amount of  funds to NABARD 
alone cannot mitigate the 
farmers ‘woes.

According to Raghuram Rajan 
Governor of  the Reserve 
Bank of  India  increasing the 
availability of  finance in the 

market  may lead to 
inflation.

In India the farmers 
sucide rate has been 
increasing  over the last 
2 years .Farmer suicide 
rates in Bihar and 
Uttar Pradesh – two 
large states of  India 
by size and population 
– have been about 10 
times lower than in 
Maharashtra, Kerala and 
Pondicherry. In 2012, 
the number of  suicides 
in of  Maharashtra was 
3786 and that of  Uttar 
Pradesh was 745, a state 

with an estimated population of  
205.43 million. In 2014, there 
were eight farmers’ suicides per 
one lakh population in Uttar 
Pradesh (From Figure 1)

The agriculture sector totally 
depends on rainfall. Water 
shortage affects farmers 
cultivatation seriously.As 
we already see, inspite of  
sufficient rainfall last year 
there has been no decrease 
in the suicide rate. To change 
this scenario our government 
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must seek out newer measures 
urgently.  Water management 
can be developed as has been 
done in Israel. where ground 
water, lake water,deepwells, 
etc have been recharged 
through technology which was 
developed and mastered by 
them. Infield problems can be 
sloved by finding and fixing 
leaks early, engineering crops 
to thrive in onerous conditions, 
discouraging gardening, making 
efficient toilets mandatory, and 
pricing water to discourage 

waste are measures which need 
to be taken seriously. The state 
preached water conservation 
(note the TV ads not to be a pig 
in the shower) because water 
is like a commodity and  is not 
available  for free.

The  solution for water scrasity 
does not came easly hence 
we have to identify ways and 
means of  finding solution to 
overcome the crsis. Change in 
crop patterns can be of  great 
help. Crop which need more 

water should be replaced by 
those which need less in areas 
which are drought prone. In 
many parts of  Maharashtra such 
efforts have proved benefical 
and have ensured more water 
for drinking in the drier areas .

The other alternatives such as 
shifting from farming to animal 
husbandry etc. here, too the 
present governments ideology is 
a impediment to export of  animal  
meat. Animal husbandory and 
farming is normally expected 
to provide enough subsistance 
allowances for the survival of  
the farmers.There is no mention 
of  such activities in the bughet. 
If  the farmer are encourged to 
shift from crops to animal farm, 
this can positively assure them 
enoigh income and, effectively 
curb the number of  suicides.

krutimomaya@yahoo.com

Kruti Momaya is MEDC Intern 
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12th D.R. Gadgil Memorial Lectures Series  

About the Speeker : Dr. Bibek Debroy is an economist and 
was educated in Ramakrishna Mission School, Narendrapur; 
Presidency College, Kolkata; Delhi School of  Economics 
and Trinity College, Cambridge. He has worked in following 
Professional bodies like : Presidency College, Kolkata 
(1979-83) , Gokhale Institute of  Politics and Economics, 
Pune (1983-87); Indian Institute of  Foreign Trade, Delhi 
(1987-93); as The Director of  a Ministry of  Finance/
UNDP project on legal reforms (1993-98); Department of  
Economic Affairs (1994-95);  National Council of  Applied 
Economic Research (1995-96);  Rajiv Gandhi Institute 

for Contemporary Studies (1997-2005);  PHD Chamber 
of  Commerce and Industry (2005-06); Centre for Policy Research (2007-2015).  He has 
authored/edited several books, papers and popular articles and has also been a Consulting/
Contributing Editor with several newspapers. In 2010, he started authoring a ten-volume 
unabridged English translation of  the Hindu epic The Mahabharata. This concluded in 
2014. On 5 January 2015, he was appointed as permanent member of  NITI Aayog (or 
National Institution for Transforming India Aayog), which is the replacement of  Planning 
Commission and will act as a think-tank to the government of  India. He was awarded 
Padma Shri, the fourth highest civilian award of  India, in 2015

Second Lecture by

Padmashri Dr. Bibek Debroy
Member

NITI Aayog 

6th May 2016, 5.00 pm 

at Main Auditorium, Y.B. Chavan Centre
Nariman Point, Mumbai - 400 021.

for Registration and sponsorship contact :
DGM, Tel. : 22842206;09 ; email :sureshg@medcindia.com 
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