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T
he Modi government completes three
eventful — some would say tumultuous
— years this month. Taking over from an
administration that was voted out on

charges of corruption and indiferent gov-
ernance, it promised clean and purposeful gov-
ernment. Ever since then, the Centre has been fo-
cussed on curbing unaccounted money flows. The
crackdown on black money has, in efect, become
its key reforms plank, which has won it elections
as well. It began with auctions for telecom spec-
trum and coal blocks and peaked with the ‘shock
and awe’ demonetisation exercise. If there is a UPA
initiative this government embraced whole-
heartedly, it was the use of Aadhaar as an instru-
ment of reform, and more. The transfer of welfare
payments is increasingly being linked to Aadhaar,
enabling the Government to target its subsidies.
The concerted push for Aadhaar as well as cashless
transactions has attracted criticism, with con-
cerns about security and privacy being raised. The
cash-oriented informal sector, which accounts for
40 per cent of the GDP, has taken a hit. But the Gov-
ernment has not wavered in its resolve to change
altogether the way this country transacts busi-
ness. The rush to meet the July 1 deadline for mov-
ing to GST fits into this scheme of things. With a
large share of flows of goods and services, besides
income, now set to be duly recorded, the tax base
and collections are likely to improve.

The Centre has also rung in changes in renew-
able energy and agriculture. There has been a
sharp rise in solar power capacity, supported by
the worldwide fall in module prices. The Pradhan
Mantri Fasal Bima Yojana can become a game-
changer in improving crop insurance coverage.
The focus on pulses production in 2015-16 by rais-
ing minimum support prices has worked, but the
challenge is to keep that going. The e-NAM initiat-
ive can improve price discovery, but it remains a
work-in-progress.

However, the Centre would be acutely aware
that despite the fanfare over ‘Make in India’ it has
been unable to make good its jobs promise. In-
vestment shows no signs of picking up, not least
because the rising proportion of NPAs in the bank-
ing system has reduced the ability and willing-
ness of banks to lend. The present growth rate of
over 7 per cent looks fine on paper, but in the ab-
sence of a pick-up in bank credit and investment,
seems unconvincing. With the exception of sec-
tors such as roads, execution continues to lag in-
tent. Having begun with a promise of ‘minimum
government, maximum governance’, bureau-
cracy reform is on the back-burner; rather, state
authority has assumed disturbing proportions.
Extremist elements in the ruling party are push-
ing a majoritarian agenda. Rather than be carried
away by electoral successes, the Centre should
consult the Opposition in areas of national in-
terest. An open economy and a tolerant, plural-
istic political climate are two sides of the same
coin. Having proved his point in State elections,
the Prime Minister should focus his energies on
seeing his vision for a new, aspirational and digit-
ally transformed India translated into reality. 

A work in progress
The three years of ‘Modi sarkar’ have been

characterised by a sense of purpose and excess
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B
efore I sign of from writ-
ing during summer the ob-
vious flavour of the month
is the completion of three

years of the Government. I recall
well the swearing-in ceremony in
the blazing heat of New Delhi and
the palpable enthusiasm generated
by a new-look development agenda
for the nation. The multi-faceted
successes of the intervening period
are creditable and have also helped
India etch a new impression in the
minds of global investors and polit-
ical leaders.

I was impressed with a talk given
recently by Chief Economic Adviser
Arvind Subramanian. I enjoyed the
analytical part that outlined many
economic positives, but was in-
trigued by some behavioural refer-
ences. Even though some of the
CEA’s remarks were restricted to of-
ficialdom, they prompt me to think
about the distinguished role busi-
ness leaders and industry cham-
bers must play in the emerging
scenario.

Below par
Paraphrasing what the CEA de-
scribed as a global phenomenon. “..
experts often hold back objective
assessment. Instead they censor
themselves and in public are insuf-
ficiently critical, nor independent
of oicialdom. Further, to the ex-
tent they ofer criticism it is
watered down to the point of being
unidentifiable as criticism”. Yet “..
there are notable Indians who are

consistent exceptions to this cri-
tique. What strikes me is how few
these exceptions are, and how infre-
quently the experts are willing to
engage in public debate about the
macro-economy”.

“ .. this is serious since high-qual-
ity policymaking demands high-
quality inputs and debates”.

In the emergent environment,
conventional wisdom is being chal-
lenged or stood on its head in so
many areas — always intended to be
for the larger good. Could it be ap-
propriate for business leaders (on
their own or as part of collective in-
dustry bodies) to re-evaluate their
roles and value additions? Why did
the CEA feel that inputs and debates
are sub-optimal in quality and oc-
currence ?

An ethos of advocacy
The Ficcis, CIIs, and PHDs of this
world and their global ilk, all have
analogous purposes: to be a collect-
ive voice of advocacy, and repres-
ent/protect the economic well-be-
ing of business and professional
communities, thereby contribut-
ing meaningfully to national pro-
gress. Evolving and maturing in
tune with a dynamic or disruptive
policy environment in a construct-
ive, practical yet forthright manner
is central to their mission.

The ethos of our business fore-
fathers (which included stalwarts
such as Purshotamdas Thakurdas,
JRD Tata, GD Birla, Shri Ram and Kas-
turbhai Lalbhai) led them to create
the legendary Bombay Plan pre-In-
dependence. It elicited both praise
and disapproval.

For that time in history, the plan
was fraught with complexities in-
cluding the possibility of being
found “politically incorrect”
whether by the exiting or incoming
government. However, even under
this setting the objective of the au-

thors was to “merely put forward a
basis for the objectives of economic
planning in India and to stimulate
discussion and criticism”.

Numerous commentators later
wrote that, though the plan was un-
fortunately relegated, ‘it is no exag-
geration that it occupied some-
thing of a mythic position with
scarcely a study of postwar Indian
economic history that does not
point to it as an indicator of devel-
opmental and nationalistic aspira-
tions of the domestic capitalist
class’. These aspirations, by the way,
are still germane.

The central point is that such ex-
pression reflected a non-partisan
approach and articulation on the
part of the business community, in
the larger interest of the nation. If
and how to accept it or modify it
was a matter for the national lead-
ership to address.

What’s demanded
Rational, responsible, constructive
and spirited opinions that are the
hallmark of the business com-
munity need to manifest them-

selves even today as a response to
the challenges. The nation’s devel-
opment agenda, one that the Gov-
ernment has committed itself to,
requires this. 

The trust of civil society, as well as
proponents of control within the
Government, may also align better
with the true needs of the economy
and smooth functioning of the
business sector. I am sure we all
realise that trust in a constituency
quickly wanes if it is perceived to be
self-centred or a closed club where
infractions can be ignored or
blamed on someone else.

People through history have
readily turned to creating generic
groups that can be criticised at will
and with a broad brush. For ex-
ample, people did this with the
political class; business is now also
a punching bag. An era of declining
trust poses serious challenges to
those of us seeking to engage in ef-
fective discussion, decision-making
and participation processes.

The convergent approach that
upheld healthy links between soci-
ety, government and business can

and must be revived. It is often said
that someone has to begin the cycle
of trust by an act of faith. It’s obvi-
ous that the prime mover of the
cycle must be the greater wielder of
power. There’s no use waiting for
the other person to make the first
move.

Don’t pontificate
I feel it is also essential for all con-
stituencies to eschew pontification
or criticism, as well as self-flagella-
tion or intimidation, to preserve
positivity and promote a conducive
environment.

There is a strong reciprocal rela-
tionship between individuals of
reputation and organisations of
reputation — each can choose to
trigger assertive engagement with
the ecosystem by the other. To fulfil
the charter that they efectively rep-
resent and/or protect the economic
well-being of business and profes-
sional communities, a compre-
hensive self-analysis of the respons-
ibility of and articulation by
business leaders and industry bod-
ies is possibly merited.

For context, I also encourage
reading the complete speech of the
CEA, available in the public domain.

To end on a cinematic note, I
paraphrase the morally upright
King of Jerusalem (from Ridley
Scott’s Kingdom of Heaven): “A king
may move a man, but that man can
also move himself. Even though
those who presume to move you be
men of power, when you stand be-
fore God you cannot say ‘I was com-
manded to do thus’ or ‘Virtue was
not convenient at the time’. This
will not suice.”

This column explores ideas and

opinions on Indian enterprise and

economy. The writer is an

entrepreneur and former president of

Ficci. The views are personal

The business community has risen to the occasion in the past to contribute to the nation-building debate. It must do so now 

Let’s do things together Partnership’s what’s called for
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Need for rational, constructive voices

SIDHARTH BIRLA

THE EXCHANGE

This is almost like the atom bomb of
ransomware… may be a sign of
things to come. — Rohyt Belani, CEO,
PhishMe

T
here could be dull days in
our real lives, but never in
cyberspace, which
abounds with a mind-

boggling spectrum of intruders
and stalkers. The phenomenon that
users of computers and researchers
in cyber security were witness to
from Friday, May 13 has raised many
questions of vulnerability. It is com-
forting to know that by the after-
noon of Monday, May 15, the speed
of the attack was somewhat cur-
tailed by counter-measures. But we
still have to keep our fingers
crossed for there is no knowing if
the aggressors have more tools in
their possession to cause further
damage. The good news for us is
that there are no reports of any ma-
jor intrusion into computers or sys-
tems in India. 

The bottom line is that some-

body somewhere slipped up, leav-
ing gaping holes in our computers.
What is abominable is that the
criminals tampered with the sys-
tems of public health services —
particularly the NHS of the UK. 

Basically, what happened
For the benefit of laypersons, some
observers have catalogued what we
know of the attack and the attack-
ers, and what we don’t. The intru-
sion was a phishing attack — per-
suading a user to open a mail sent
by a motivated intruder, an act
which, on the face of it, appears to
be from a genuine and authorised
source, and the result of a malware
(WannaCrypt 2.0) assembled, not at
one place, but in several centres
across the globe. A traditional
modus operandi is to send a dubious
link in a mail, which the recipient
accesses. In the latest instance, how-
ever, it is said that the ‘explosive’
was in the form of an attachment,
which an unwary user opened. 

In such a case, the immobilisa-
tion of a system is invariably caused
by the encryption of files, folders
and drives, and it takes a while for
the victim to realise he/she has been
attacked. The fears are sub-
sequently confirmed by messages
demanding a specified ransom for

releasing the system. Launched by a
group styled Shadow Brokers
(whose exact identity is yet to be un-
ravelled), the ransom demanded in
each instance was $300 to be paid
in Bitcoin — a digital currency
which renders the beneficiary an-
onymous and is diicult to locate.
One rough estimate is that the
ransom-seekers will eventually net
$1 billion, and that they have
already received about $33,000 un-
til the weekend. These are figures
are dubious but we cannot ignore
them as there is no means to cross-
check. 

Worrisome aspects
There are two aspects to the out-
rageous attack that are worrisome.
The first is that the holes in the
older version of Windows were
known to Microsoft for quite some
time, but it did not do much to
patch them up, except for custom-
ers who paid to remove the defi-
ciencies. Then there is the other the-
ory that customers who were aware
of the risk did not bother to act be-
cause of the costs involved and the
problems related to adapting to up-
grades. Either way, this was a lesson
to be learnt by both software manu-
facturers and users. 

Perhaps the graver of the revela-

tions surfacing now is that the mal-
ware was possibly stolen from a
stockpile of weapons which the Na-
tional Security Agency (NSA) had
built up over the years as a counter-
ofensive to cyber-attacks on the US
and its allies by nations such as Rus-
sia, China and North Korea. 

Justifying this, certain sources al-
lege that, since last summer,
Shadow Brokers had started post-
ing online certain tools they had
stolen from the NSA ‘armoury’. This
is a serious insinuation that, if
proved, could trigger international
condemnation of the US and its spy

agencies. It revives memories of
Stuxnet, a worm that both the US
and Israel used against Iran’s nuc-
lear programme more than five
years ago. While there is no corrob-
oration to the charge levelled
against the NSA, it is interesting
that a few former intelligence of-
ficers have taken the stand that the
tools used in the latest episode were
indeed from the NSA’s ‘Tailored Ac-
cess Operations’ unit.

The final question is whether any-
thing can be done to predict or pre-
vent a similar attack. There is
marked pessimism here. Repeated
exhortation not to open attach-
ments received from unknown
sources has fallen on deaf ears. The
advice to opt for complex pass-
words and exhortations not to
share it with anyone has also met
with the same fate. 

The only way is to minimise dam-
age through encryption of vital, if
not all the data in the hardware or
system. 

There is no case for despair. But
there is certainly one for prudence
and caution in day-to-day handling
of systems and data.

The writer is a former CBI director who

is currently Adviser (Corporate Security)

to Tata Consultancy Services Ltd

The unknown minefield that is cyberspace
The ransomware horror underlines the need for prudence and caution in day-to-day handling of systems and data

Held to ransom By malware 
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Same old story

This refers to ‘Monsoon hits An-
damans three days early’ (May 15).
Another monsoon, and it will be
same old story. Some cities will be
flooded if there is heavy rain be-
cause there are no preparations to
tackle urban flooding. Pothole
problems will become worse. The
metro rail work will aggravate the
situation. Citizens will be at the re-
ceiving end. 
Deendayal M Lulla
Mumbai

Strange practices

This refers to ‘Ring-fencing RBI in a
new NPA regime’ by Usha Thorat
(May 15). The crux of the NPA issue
is that corporates have become de-
funct either due to faulty policies
or wilful default. The latter calls for
criminal proceedings. The ordin-
ance amending the Banking Regu-
lation Act is to help NPA borrowers
at the cost of PSBs. Shifting two PSB
chiefs to smaller banks is a veiled

threat to other chiefs of PSBs. All
PSBs are listed entities with book
value of their shares well above
the market rates. 

The provisions once released
will be a goldmine for the bottom
line of banks. The Government
should act as a facilitator. PSBs fin-
anced infra projects to facilitate
the growth of the economy. . It is
fair that the Government ploughs
back a portion of the dividends re-
ceived from them.
S Veeraraghavan
Coimbatore

The writer has raised the right
questions. It is wrong to assume
that bankers are not willing to
forgo a haircut on account of pun-
itive action by investigating agen-
cies. Even assuming that there is
apprehension of vigilance action,
a simple clearance by the CVC be-
fore any proposal of settlement is
finalised can solve the problem.
For recovery to happen, the bor-

rower must be willing to pay and
have the necessary liquidity to pay.
Measures like converting debt to
equity, transferring NPA to Asset
Reconstruction Companies or Bad
Banks are just cosmetic
adjustments.
S Kalyanasundaram
Email

No place for integrity

I fully agree with NS Vageesh’s view
that ‘Honesty is not the best policy
as far as the banking sector goes’ (
‘Open your moth. No papa’, From
the Viewsroom, May 15). Trust, in-
tegrity and independence of mind
must be buried if one wants to
climb up the ladder. It is the well-
groomed private sector banks that
do not wish to ofend the powers
that be but pursue their ultimate
corporate goals and tweak their
results suitably. Discretion over
valour is an undesirable quality. 
Seethalakshmi
Bengaluru

Experts need understanding
leaders or listeners who have the
grace to tolerate and appreciate
dissenting voice. 

Since power breeds arrogance
and exaggerated self-confidence,
such leaders underrate the advice
of dissenting experts and thus
sub-optimise the quality of their
decision, demonetisation being a
case in point. 

As for experts, their professional
ethics require them to impart
their objective opinion. As this
falls on deaf ears and invites re-
tributive action, the tribe of ob-
jective experts is on the decline in
the present culture of yes-man-
ship. 

When shall we get a leader like
Alfred P Sloan, boss of General Mo-
tors who, when met with unanim-
ous consent on his opinion on a
diicult problem, reportedly told
them, “Either I must have eleven
diferent views on this issue in the
next meeting or I shall have eleven

new members in board of
directors.”
YG Chouksey 
Pune

Batting for men

The National Legal Services Au-
thority (NALSA) website mentions
“access to justice for all”. However,
the same is not true in real terms.
Free legal aid is given to women ir-
respective of income but men are
deprived of the same. Also, sched-
uled castes and scheduled tribes
(irrespective of income) are eli-
gible for free legal aid. Then why
are not men of all income groups
eligible? 

Men are deprived of their funda-
mental right of free legal aid and
free legal service guaranteed by
the Constitution. NALSA must take
steps to consider providing free
legal aid and service to all men and
all women.
Meera Jhangiani
New Delhi

LET TERS TO THE EDITOR Send your letters by email to bleditor@thehindu.co.in or by post to ‘Letters to the Editor’, The Hindu Business Line, Kasturi Buildings, 859-860, Anna Salai, Chennai 600002.

B&R to explore new development potential 

The Belt and Road instils the world economy with new
imagination. For the first time, China has been an initiator and
major driving force for an international large development
plan. Is Frankly speaking, we would like to see it as an
international cooperation project in which China has played a
larger role. Both rich and poor countries can make full use of
their resources by taking part in the initiative. BEIJING 15 MAY 2017

Securing the internet: collective action needed 

We do not yet know how much damage WannaCry caused.
People may have died; trauma units have been shut down and
operations postponed. The assault on the NHS is part of a
growing pattern of international lawlessness that shows how
optimistic were the libertarian dreams of the early internet
culture. LONDON 14 MAY 2016

LoC violence 

The pattern of violence along the LoC in the disputed Kashmir
region is familiar, but against a backdrop of an unravelling
security and political situation, the latest LoC tensions are
particularly troubling. Pakistan has accused India of targeting
local populations across the LoC; India claims it was Pakistan
that started the exchange of fire. Nawaz Sharif and Modi need
to return to the path of dialogue. KARACHI 15 MAY 2017
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ACROSS

01. Dinghy, light boat (7)
05. Unbending (5)
08. Remainder (7)
09. Measuring apparatus (5)
10. Forecast of course of disease

(9)
12. University fellow (3)
13. Very good, delightful (5)
17. Leg joint (3)
19. Break in (9)
21. Colophony (5)
22. Machine for mixing (7)
24. Clumsily patch (5)
25. Give new life to (7)

DOWN

01. Make a grating sound (6)
02. Get out of way to escape law

(7)
03. Went in front (3)
04. Newspapers (5)
05. Keeper of oicial records (9)
06. Rind of plant used as bottle

(5)
07. Spanish governess (6)
11. Lack of knowledge (9)
14. Squeeze, squash (7)
15. Celestial spirit (6)
16. Carbohydrate (6)
18. Sat for artist (5)
20. Underground swelling of

plant (5)
23. Supernatural being (3)

ACROSS

01. Has poll worked out in a small
boat (7)

05. Use spade with one right to
return without bending (5)

08. What’s over one used to re-
assemble (7)

09. It measures the gold in
scrambled egg (5)

10. The outlook is poor, signs
being misread (9)

12. Put on the clothing of a
Spanish gentleman (3)

13. A very good crowd player (5)
17. Joint fruit of the wild rose (3)
19. Break in in print, true to form

(9)
21. Nor is it possible to rub a bow

with it (5)
22. It mixes first lager in a

drunken spree (7)
24. Make a mess of things and go,

bed being made up (5)
25. Brighten one up for game

oicial (hers being diferent)
(7)

DOWN

01. One will hardly get it together
to play so badly (6)

02. Make of with rating, second to
be abandoned by the East (7)

03. Went in front of the diode that
glows (3)

04. Apply oneself to bell-push to
get the papers (5)

05. He keeps oicial record of
garret, Sir, and that’s wrong
(9)

06. Calabash could be dug out
with gold (5)

07. Chaperone is expected when a
girl turns up (6)

11. Lack of knowing nice scene-
change is needed for it (9)

14. Squeeze quids out, and give
four away (7)

15. Heavenly infant with young
creature to hold her (6)

16. Over-formality of chat’s
perhaps about right (6)

18. Took up an attitude, or
pretended one put the
question (5)

20. Plant growth such as potato
sounds as if it might be blown
(5)

23. Model fur, showing a fairylike
child (3)

easy not so easy

Across 1. Punic 4. Impeach 8. Roman 9. Diarist 10. Eye 
11. Professor 12. Test 13. Gong 18. Obsessive 20. Ton 
21. Imitant 22. Limbo 23. Treadle 24. Times
Down 1. Perfectionist 2. Numbers 3. Canape 4. Indoor 
5. Player 6. Amiss 7. Heterogeneous 
14. Optimum 15. Island 16. Little 17. Pellet 19. Spike

bl two-way crossword 850

SOLUTION: BL Two-way Crossword 849

F
ollowing a commitment
made in the Union Budget
for FY17, Fiscal Responsibil-
ity and Budget Manage-

ment review committee was con-
stituted in May 2016. 

In its report entitled Responsible
Growth: A Debt and Fiscal Frame-
work for 21st Century India, the com-
mittee recommended enactment
of a new Debt Management and
Fiscal Responsibility Act, which
provides for a medium-term target
for general government debt at 60
per cent of GDP consisting of 40
per cent and 20 per cent of GDP for
the Central and State govern-
ments, respectively. 

Advocating the use of fiscal defi-
cit as an operational target, the
committee specifies the path of
fiscal and revenue deficits relative
to GDP up to FY23. For fiscal deficit
to GDP ratio, the specified path re-
tains the target of 3 per cent dur-
ing FY18-FY20, and then reduces it
incrementally to 2.8 per cent and
2.6 per cent, finally reaching 2.5
per cent in FY23. 

It is gratifying that the commit-
tee has adhered to the need for
maintaining fiscal discipline and
not opened up windows for un-
warranted relaxation. The com-
mittee needs to be complimented
on this. 

There are, however, a number of
issues that need to be considered.
These relate to the targets to be
achieved, the trajectory to be fol-
lowed, and the flexibility that has
to be built in. 

Debt ratio and fiscal deficit
The committee has set up a target
for debt-GDP ratio and then de-

rived the path for fiscal deficit
which is the operational target.
There is considerable discussion in
the literature on the sustainable
level of debt and there is no unan-
imity. The committee itself refers
to seven diferent ways in which
the problem can be approached.
Under these circumstances, is it
not appropriate as the present
FRBM Act has done to go directly
and determine the appropriate
level of fiscal deficit? 

The committee makes a refer-
ence to our previous work (Ranga-
rajan, C, & Srivastava, DK (2005),
‘Fiscal Deficits and Government
Debt: Implications for Growth and
Stabilisation’, Economic and Polit-
ical Weekly) in emphasising the
role of household financial sav-
ings in determining the fiscal defi-
cit target. The household savings
in financial assets combined with
current account deficit provide
available resources to be used by
the deficit sectors which are cor-
porates, government administra-
tion and public sector enterprises. 

The Twelfth Finance Commis-
sion had suggested that the avail-
able fiscal space for general gov-
ernment borrowing could be
considered as 6 per cent of GDP. At
that time, the household sector’s
net financial saving was 10 per cent
of GDP and sustainable current ac-
count deficit was considered to be
2 per cent of GDP. This was divided
equally between the general gov-
ernment and the rest. 

Some adjustments
It is true that in the last few years,
the household sector’s savings in
financial assets has come down
but it cannot be assumed that this
will be a permanent feature and
that fiscal deficit should be
brought down to 5 per cent as re-
commended by the committee.
For a growing economy like India
to assume a significantly lower
long-term savings rate will also re-
quire adjusting the growth as-
sumption downwards. 

It may be noted that the fiscal

deficit path specified by the com-
mittee enables a fall in the Centre’s
debt-GDP ratio from the current
level of 49.4 per cent to below 40
per cent in FY23. This target, how-
ever, will also be attained in the
same year by retaining the level of
fiscal deficit of 3 per cent of GDP as
per the current FRBM Act and
Rules (p 71, Volume 1, review com-
mittee report).

In any case, since even under the
specified fiscal deficit path recom-
mended by the review committee,
there is no change in the target of
fiscal deficit of 3 per cent of GDP
for three years, there should be no
rush to amend the existing Act or
push through a new Act until there
is convincing evidence that India’s
financial savings have fallen for
good to 7.5 per cent or less. 

In our view, however, this is un-
likely to happen. Besides, States
cannot reach the prescribed debt-
GDP ratio of 20 per cent under

their current fiscal responsibility
legislations. This is also shown by
the review committee under their
“present FRBM” scenario (p 63,
Volume 1). 

It can further be shown that if
their fiscal deficit is higher than 2.1
per cent in the aggregate, it is un-
likely that they will ever be able to
reach this target. In fact, for them
to reduce their fiscal deficits below
2.5 per cent would violate the prin-
ciple of equal sharing of the avail-
able fiscal space for general gov-
ernment borrowing advocated by
the review committee (p 59,
Volume 1).

It can further be shown that the
sustainable level of debt-GDP ratio
is 24.2 per cent of GDP for a fiscal
deficit ratio of 2.5 per cent and an
underlying nominal growth of 11.5
per cent. This can be verified by us-
ing the relationship given in the
minute of dissent (p. 171). 

The minute of dissent recom-

mends focusing on primary defi-
cit. Today, interest payments of the
Government constitute about 34.5
per cent of revenue receipts. It is
this which has acted as a big de-
terrent for increasing develop-
ment expenditure. Focusing on
primary deficit which excludes
such a huge expenditure may not
be the right approach, either the-
oretically or operationally.

Escape clauses 
The review committee has sugges-
ted certain ‘escape’ clauses, where
the Centre can breach the path of
fiscal deficit prescribed in the pro-
posed Bill. 

This is permitted on account of
(a) over-riding considerations of
national security, acts of war, etc;
(b) far-reaching structural reforms
in the economy with unanticip-
ated fiscal implications; and (c) a
decline in real output growth of at
least three percentage points be-

and revenue deficit reduction in
the present Act and Rules have
proved to be malleable. 

The CAG’s Report (no 27, 2016) on
the Centre’s compliance of the
FRBM Act refers to “continuous de-
ferment of targets”, several in-
stances of understatement of ex-
penditures, and an extensive list of
transparency issues. In fact, the
Government has failed to keep to
the targets even when the eco-
nomy was growing strongly. 

Without implementation teeth,
faced with political economy com-
pulsions, the proposed Act may
meet the same fate. 

The proposed Fiscal Council
may improve the quality of ana-
lysis, but it would not have any ef-
fective instrument to ensure com-
pliance. In fact, if the Government
feels the need to deviate from the
path specified, it should go before
Parliament and get a specific en-
dorsement. 

Need for political will
Ultimately, if there is no strong
political will, no act can be efect-
ive. However, building it in the
Constitution as some have sugges-
ted may not necessarily be the ap-
propriate way.

Since for three years, the fiscal
deficit target of 3 per cent is to be
continued according to the FRBM
Act 2003, we have time to ensure
that the reference values of debt
and deficit are made analytically
consistent and brought in line
with their sustainable values, a
more efective counter-cyclical
strategy is designed, and efective
teeth are built-in by providing for
an explicit parliamentary debate
and voting for departures from the
targets, outside of the normal pro-
cess of budgetary approval.
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low its average of the previous four
quarters. 

In contrast, the existing FRBM
Act also provides an escape clause,
where departures from targets are
permitted on “ground or grounds
of national security, or national
calamity, or such other excep-
tional grounds as the central gov-
ernment may specify”. 

The first two clauses of the re-
view committee’s proposal are
qualitative in nature and can be in-
voked by the Centre in the same
manner as under the present
FRBM Act. It is clause (c) that adds a
quantitative and verifiable guid-
ance. Given the way it is drafted,
however, it can prove to be pro-cyc-
lical, and inefective. 

Suppose the average growth in
the previous year was 7 per cent
and in the current year, the growth
falls to 5.1 per cent. Since the fall is
less than 3 per cent, no fiscal action
is initiated. If growth continues to
fall in the subsequent year aver-
aging only 2.2 per cent, still no
fiscal action would be called for,
since the comparison would be
with the lower growth of 5.1 per
cent.

In the meanwhile, government
expenditure would fall as tax rev-
enues fall reinforcing the reces-
sionary trends. The issue of pro-
cyclicality was raised strongly in
the minute of dissent. Further, if
and when fiscal action is initiated,
an extra fiscal deficit of only 0.5
per cent of GDP may prove to be in-
efective in correcting a fall of
more than 3 percentage points. 

In any case, this clause will have
relevance only up to FY23, since the
departure is defined only in rela-
tion to a fiscal deficit target, and
there is no fiscal deficit target bey-
ond FY23 in the proposed Bill. We
refer to these only to point out
how diicult it is to specify the
conditions. 

Implementation teeth
The main problem is that the exist-
ing FRBM Act lacks implementa-
tion teeth. The targets for fiscal
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Panel moots higher wages for RRB staff
The Mahalik Committee on the wage structure of Regional
Rural Banks has submitted its report to the RBI,
recommending a bigger pay packet for employees and
some modifications in various types of allowances. The
additional wage burden on RRBs could be anywhere
between Rs. 40 crores and Rs. 50 crores though the precise
estimate will be available only when the report is made
public. 

Bill allows foreign news, sports channels

The Broadcasting Bill, 1997 in a surprise turnaround has
permitted the news, current afairs and sports channels
beamed from abroad in the legal category. In a clause
which would allow channels such as CNN, BBC, ESPN and
Discovery to beam, the Bill said the proposed Broadcast
Authority of India (BAI) “may grant permission for
reception of the unlicensed foreign satellite broadcasting
service in India, if such a broadcasting service is free to air,
does not carry advertisements, or carry advertisements for
such a duration fixed by the authority, and the service is
devoted solely to sports or international news and current
afairs”. 

DoT to comply with TRAI order on tariff
The Department of Telecommunications will comply with
the TRAI directive (issued on April 25) regarding tarif for
fixed to mobile telephone calls. DoT has directed to charge
the pre-January 29 rates from subscribers for the calls,
setting aside all speculation to the contrary. The Cellular
Operators Association of India which has filed another
petition seeking implementation of the TRAI order,
announced it would withdraw the petition. 

TWENTY YEARS AGO TODAY

BusinessLine

The UDAN scheme, in the works
for nearly a year, got flying late
last month with the Shimla-Delhi,
Kadapa-Hyderabad and Nanded-
Hyderabad air routes flagged of
by the Prime Minister. Last week,
IndiGo Airlines, the country’s
largest air carrier, announced its
plan to participate in the scheme. 

What is it?
Among the many alphabet soups
coined by this government,
UDAN stands out for clever word-
play. Udaan means flight in Hindi
and UDAN expanded is Ude Desh
Ka Aam Naagrik — that is, let the
common citizen of the country
fly. The civil aviation minister
summed up the scheme’s vision

last year as “getting every hawai
chappal wearing Indian to board
a hawai jahaz (aeroplane)”.

UDAN is a regional connectivity
scheme that seeks to boost air
connections in India. This it seeks
to do by linking up hundreds of
unserved and underserved air-
ports in Tier 2 and Tier 3 cities
with major cities and with each
other. The modus operandi — sub-
sidise air tickets making it aford-
able for passengers in small
centres to fly, and ofer viability
gap funding (subsidies) and vari-
ous incentives making it feasible
for airlines to ofer subsidised
tickets. So, for instance, half the
tickets on one-hour flights under
UDAN will have a fare cap of Rs
2,500 and the remaining can be
sold at market rates. The Central
and State governments will sub-
sidise airlines flying the UDAN
routes, with the former providing
the chunk; a cess on flights on ma-
jor routes will fund a part of the
subsidy. Besides, there will be con-
cessions on fuel taxes, airport
charges, etc. Airlines will also get
three-year exclusivity on routes
allocated in auctions. The airfares
and the viability gap funding un-

der UDAN will be revised on a
quarterly basis, based on infla-
tion and other factors. 

The first round of auctions held
earlier this year saw 128 routes be-
ing awarded to five operators —
Alliance Air, Air Deccan, Air
Odisha, Trujet and SpiceJet. The
next round of auctions is expec-
ted within three months. With
big players such as Alliance Air,
SpiceJet and IndiGo throwing
their hats into the ring, UDAN
seems to be on a promising flight-
path. It remains to be seen
though whether traic growth
on the regional routes meets the
scheme’s expectations. 

Why is it important?
Air connectivity has a multiplier
efect on tourism, investments,
economic growth, job cre-
ation…the works. Getting the
nooks and corners of India linked
up, directly or indirectly, through
the fastest mode of transporta-
tion can open up the country like
never before. Cheap fares on re-
gional routes can mean a horde of
first-time fliers taking to the skies,
making accessible to them new
economic opportunities and

quick connections in times of
emergencies. India is already
among the fastest growing avi-
ation markets in the world. But
infrastructure constraints at air-
ports in big cities could slow
down this growth. UDAN, if suc-
cessful, can provide a fillip to In-
dia’s aviation story. It could boost
passenger numbers and provide
feeder traic to networks in big
centres. 

Why should I care?
Travel broadens the mind, and
UDAN can open a whole new
world quite cheaply. By improv-
ing mobility, it can give you new
vistas for employment and busi-
ness. Those who hail from the hin-
terland can now hope to reach
home much faster. On the flip-
side, with the Centre deciding to
charge Peter to fly Paul, you will
have to pay a bit more on travel
between the major cities. 

Bottomline
UDAN is taking wing; it’s no more
a flight of fancy.

A weekly column that puts the fun

into learning

All you wanted to know about 

ANAND KALYANARAMAN

SLATE

B Domestic products such as
textiles and chemicals will get
greater market access as the
expanded preferential trade
agreement between India and
Chile comes into efect from
today. Under the expanded
preferential trade agreement
(PTA), Both the countries have
ofered to lower or eliminate
duties on a number of items
traded with each other. 

B Maruti Suzuki launches the
new DZire
today. The
model has
been
developed
on Suzuki's

Heartect platform. The new
DZire will be targeted at
aspirational individual
buyers, whereas the DZire
Tour will be peddled for sales
in the taxi segment. 

B A new round of UN-backed
peace talks for war-ravaged
Syria is set to begin in Geneva
today. Regime backers Russia
and Iran and rebel supporter
Turkey signed a deal in the
Kazakh capital Astana to
strengthen a ceasefire agreed
upon last December by
implementing “de-escalation
zones” where the government
and opposition will halt
hostilities. 

B Xiaomi is to launch the
Redmi 4 in
India today.
The device is
expected to
be a budget
phone,
priced

around ₹8,000, that will
make it one of the most
expensive phones launched
under the Redmi series. But it
will be the cheapest in India. 

B A board meeting of Tata
Steel will take on record the
audited standalone and
unaudited consolidated
financial statements and
results for the quarter and
financial year ended March 31,
2017; and recommend
dividend, if any, for the
financial year ended March 31,
2017. The trading window for
dealing in securities was
closed from March 25. 
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