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That the African Development Bank chose India for its annual
meeting, in the fourth time the meet has been held outside Afri-
ca, is an indication of the promise and hope of India-Africa par-
tnership and the historically cordial ties India has with many
post-colonial African states, notwithstanding much bigger in-
vestments in the region by China.

India became a member of the African Development Bank in
1983, but it took another 30 years to move the partnership for-
ward. This slow pace is emblematic of India’s African engage-
ment. Though the fifth-biggest investor, India accounts for $54
billion, or 19.2%, of Africa’s foreign direct investment. In 2015-
16, bilateral trade was at $56.9 billion. Increasing its invest-

ment and presence in Africa will require
India to improve the pace of decision-ma-
king. It is not enough to extend generous
lines of credit. Improving pace of project
implementation is another area New Del-
hi must focus on, to overcome a reputa-
tion for scant ability to meet contractual
obligations. Finance minister Arun Jait-

ley described the Indian approach as demand-driven and free
of conditions. To this end, India needs to align its efforts with
Africa’s goal to diversify away from natural resource depen-
dence. This one factor would set India apart from China and
the EU. New Delhi must ensure job creation and building local
capacities on the continent, while diversifying its investment
destinations beyond five or six countries in Africa.

PM Narendra Modi and his administration have made the
case for a deeper partnership with the African continent, and
that India’s version of partnership focuses on needs identifi-
ed by African countries. Africa is listening, but what the part-
nership now requires is to gain speed and efficiency. Perhaps
India could emulate Africa’s famed long-distance runners.

For Mutual Benefit
of India and Africa
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Why Does Sweden Say
Ikea About Tourism?

Because nations need to think out
of the box to attract more visitors

Sweden has to be given credit for out-of-the-box thinking —
and that does not just mean Ikea. Last year, it launched a cam-
paign that let people round the world call up a hotline num-
ber and talk to a random Swede (out of those who had agreed
to be on the programme) about anything. Though such sche-
mes do seem to ask to be misused, presumably it achieved at
least in some measure its ostensible aim to get foreigners to
learn more about Sweden from Swedes. Otherwise, why else
would the entire country list itself on Airbnb this month?
Sweden has even uploaded a video tour of its “premises” just
like individual owners. While the move might imply every
abode in Sweden is available for hire, it is more a play on the
ancient Scandinavian custom of “allemansrätten”, or “every-
man’s right”, that allows anyone access to public and private
lands, with a few exceptions. So, tourists (probably) cannot
get a bed and breakfast at the Swedish royal family’s private
home Drottningholm Palace, but they are being encouraged
to pitch a tent to enjoy the country’s “free” great open spaces.

If it works, other nations may follow suit. Such generosity
may have unseemly consequences if implemented in India
obviously, given the propensity for land grab. However, this
Swedish pointer to the need to innovate to attract tourists
cannot be ignored.

The 2016-17 edition of the RBI’s study on state budgets has
rightly warned states to claw back to the path of fiscal con-
solidation and lower their debt burden. The consolidated
gross fiscal deficit to the state GDP (GFD – GSDP) ratio in
2015-16 (RE) breached the 3% ceiling of fiscal prudence
for the first time since 2004-05, showing the worsening of
state finances. Data comes with a lag but a slippage is also
expected in 2016-17. At a combined fiscal deficit of about
7%, Centre and states put together, India’s fiscal deficit is
large. The consequences of fiscal imprudence — infla-
tion, widening of the current account deficit and erosion
of investor faith — will be adverse for the country. Large
government borrowings also crowd out private invest-
ment. The Centre is going all out to maintain fiscal disci-
pline, but the onus equally lies with states. They must put
their finances in a better shape for credible macroecono-
mic management. This will help in India’s ability to im-
prove its credit rating.

The outstanding liabilities-to-GDP
ratio for states stood at 23.9% at the
end of March 2017. The interest bur-
den has grown for states participating
in the financial restructuring of state
electricity entities through the Ujwal
Discom Assurance Yojana (UDAY). Ei-
ght states borrowed over a staggering

.̀ 90,000 crore under UDAY in 2015-16. So, reform to bring
in greater transparency in power utility finances brooks
no delay. Guarantees committed by states are also seen as
source of potential risk to debt sustainability. States sho-
uld strive for revenue surpluses.

The 14th Finance Commission raised taxes devolved
from the Centre to the states from 32% of the divisible po-
ol to 42%. However, simultaneously, there was a cutback
on central support for state plans. This means that states
need more own fiscal space for development expenditure.
They must collect more taxes. The GST would be a big po-
sitive. Besides GST, levying reasonable user charges, bo-
osting the performance of state public sector units and
improving realisations from discoms will help anchor fi-
scal consolidation.

States Must Pull
Their Fiscal Weight
That entails getting people to pay for their power

God in Your
Living Room
SWAMI KRIYANANDA

It is easier to visualise God in
the starry heavens than in our
own homes. The stars, so remo-
te from our humdrum earthly
existence, suggest to our minds
infinite stillness, harmony and
wisdom. By contrast, our hom-
es are often scenes of strife.

To the extent that we hold God
aloof from our daily realities,
we alienate Him from the life
we know. We need a concept of
God that will bring Him into
our kitchens, our bedrooms,
our living rooms — yes, even
when those living rooms are
crowded with guests.

If God is everywhere, He must
be quite as near as He is far
away. We should make Him our
immediate reality. We should
seek His guidance and inspira-
tion in our most intimate thou-
ghts and feelings; relate to Him
when the world is most demand-
ing of our attention; seek His
influence in every lightest un-
dertaking. If we don’t see our
need for Him simply in order
to exist, we reduce Him to a
mental abstraction: useful in
mathematics, perhaps, but
without any closer, more per-
sonal significance.

Ultimately, God alone can sa-
tisfy every personal need. In
our dealings with other people,
He is our conscience. In our
labour, He is the satisfaction it
gives us. When we read a good
book, or listen to uplifting mus-
ic, He is our inspiration. In eve-
rything we do from the perfor-
mance of duty to the most tri-
vial pursuit, He is there; watch-
ing, joining in if we invite Him
to, and giving us our strength.
To ignore Him means to go stu-
mbling blindly through life,
unaware that there are innum-
erable pitfalls before us.

GST: In Theory vs Practice

Yes, there’s a lot of writing
about the goods and servi-
ces tax (GST). But here’s
what all experts know ab-
out it: nothing. I tried to
read some columns about

filling out something called GST-1for
monthly filing and having the vendor
in sync with the supplier. I have to
say, I understood more when I saw
ancient scriptures in Latin at the Va-
tican. And I don’t understand Latin.

I read about some movie producers
and restaurant owners complaining
that they were put in the GST catego-
ry of 28%. This meant their professi-
ons would be taxed at the same rate
as gambling. Just because it is a gam-
ble to be in these professions, does-
n’t mean the government needs to
take it so literally.

Then I read some counterargument
about how transparency would lead
to an overall price reduction and,
therefore, the 28% would be okay
and eventually things would be the
same. It made as much sense to me
as Pune’s defeat in the IPL final.
That is, zero.

Some of the financial news chan-

nels and columns lately have been
trying to decipher the GST rollout
and how it would affect the common
man. But the explanation has been
so filled with jargon, and the forms
and filing dates and slabs sound so
confusing, that viewers and readers
started thinking the explanations
are in Ukranian.

And if the public is confused, the
experts on the panel, mid-GST deba-
te, look like they are going mad. No
wonder the finance ministers of the
states that debated and came up with
this, with all its nuances, have not
been seen. They are still in that room
where the nuances were decided, in
shock, from all the complications.
And, they are also undergoing men-
tal treatment.

There seems to be broad agreement,
though, that theoretically this is a
good thing. Sure, theoretically, with-
out GST, we live in a country where a
random pet can show up at your busi-
ness and make a tax demand and ch-
ances are, it is a legitimate tax dema-
nd. So, having one tax in a tax regi-
me where 23,000 taxes exist for state,
local, neighbour, building, booze
preference, sexual preference, car
size, shirt size and degree of bald-
ness isn’t a bad thing. It is, however,
just that: theory.

The one thing we know as Indians
is the difference between theory
(what’s on paper) and implementa-
tion (what actually happens). This
and the period in between is what
we call life.

Therefore, we are either waiting for
theory to be implemented and life
passes by. Or, there is such a large
difference between what was said
and what actually happened, that it
is the length and size of a lifetime.

In theory, for example, having a sup-
erfast Tejas luxury train is a lovely
thing. But in practice, some genius
tried to smash its window even before
it had begun its debut journey from
Mumbai to Goa.

In theory, social media is a lovely
platform for the world to connect and
display their private lives transpar-
ently. In practice, all the above plus a
lynch mob, it is a threat tool, a terro-
rism enabler.

In theory, everyone agrees with fin-
ance minister Arun Jaitley that we

need a clean, transparent taxation
system. In practice, most people, even
while listening to his speech, are sch-
eming how to avoid paying it.

In theory, hoarding cash is a bad th-
ing and changing currency notes to
stop that is super. In reality, new not-
es don’t fit in machines, and public
sector banks can’t manage queues
so people get heart attacks.

In theory, it is lovely to have all stat-
es work together toward a common
shared tax. In practice, people are fig-
hting over shared water. So, sharing
money would lead to new levels of
Machiavellian tricks of not sharing.

So, we don’t know how GST will
actually unfold. However, I do know
that every time I hear a sentence in
India that begins with, ‘In theory…’,
I’m reasonably certain that in prac-
tice, its opposite will come true.

“Wait,” I hear you say. “If the oppo-
site comes true, are you saying the
government will pay us instead of
us paying the government? That’s
impossible.” Yes, that’s impossible
in theory. In practice however…

Cheekiness aside, this also might
suggest to you that GST isn’t a good
thing. That’s not what I’m saying.
I’m saying to decide whether it is a
good thing or a bad thing, the world
needs to know what the thing is. And
there seems to be a sea of opinions
and counter-opinions without some-
one just standing up straight and say-
ing, “Before I argue about its merits
and demerits. What is it, you ask?
This is what it is.”

FUNNY BUSINESS

Anuvab Pal
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The Latest IDEA of India
After renovating the house over three years, GoI is ready to take the next leap into a bright future

T
he Narendra Modi govern-
ment has entered its fourth
year. Three years ago, the
country was running the
risk of a sovereign ratings

downgrade (to junk status) that could
have potentially snowballed into Ind-
ia’s isolation from global capital mar-
kets. Today, the situation is rife with
speculation about the possibility of a
sovereign ratings upgrade.

Avid investor interest is chasing
India with its conspicuous arrival on
the international high table, in the
middle of a successful transformati-
on of the economy from one of the
‘Fragile Five’ among the Brics econo-
mies in 2013 to a ‘Global Macro Hot
Spot’ currently.

This transformation is a culminati-
on of several decisive policy decisio-
ns taken by GoI over the last three ye-
ars. Focusing squarely on the objecti-
ve of economic plumbing, policyma-
kers embraced the principle of festina
lente — make haste slowly. In the pro-
cess, over the last three years, GoI has
touched upon various facets of refor-
ms. A key facet of these reforms has
been the whole new ‘IDEA’ (Internati-
onal collaboration, Domestic reforms,
Ease of doing business, Active con-
sensus building) behind them.
�International collaboration: Thro-
ugh determined policy engagements,
this government is leveraging the di-

plomatic channels for enhancing tra-
de and commercial linkages. In the
process, it is carving out an active ro-
le for India on the geopolitical map.
� Domestic reforms with outcome
orientation: Structural macro refor-
ms like the goods and services tax
(GST), Make in India, Skill India, fuel
price deregulation and the re-conto-
uring of the Fiscal Responsibility and
Budget Management platform will
pave way for boosting India’s potenti-
al GDP growth by at least 1.5% in the
medium term.
� Ease of doing business: This was
one of the first objectives of the new
government. Various policies like
GST, foreign direct investment (FDI)
liberalisation and digitisation have
been tailored around this theme. Al-
so, the government has ensured that
this trickles down at the state level th-
rough competitive fiscal federalism.
�Active consensus building: Consen-
sus on critical policies like GST, the
Bankruptcy Code and FDI brings out
the importance of political unison
and the concept of ‘Team India’ in a
meaningful manner.

Licence to Skill
The reform agenda has made consid-
erable progress in the last three years.
The next few years will see a laser fo-
cus on reviving private investments
and boosting job creation. As progra-
mmes like Skill India take flight, we
will see an impetus to employment,
which will be key to reap the benefits
of the demographic dividend that In-
dia is expected to enjoy until 2040.

Very soon, people born in the new
millennium will start entering the
labour force. Against the backdrop of
the changing nature of jobs in a wor-
ld that is currently at the crossroads
of globalisation, Industrial Revoluti-

on 4.0 and protectionism, policy foc-
us on boosting employment and nur-
turing micro, small and medium en-
terprises (MSMEs) as an extension
of existing policies will yield the de-
sired outcomes.

The NDA government is now in
power in 16 states. Reforming labour
laws should be accorded top priority.
States like Rajasthan, Gujarat and
Madhya Pradesh have already made
a beginning with labour market flex-
ibility. These initiatives trickle down
to other states in order to bring out
the best practices.

Further, states also need to amend
archaic provisions in the Factories
Amendment Bill, the Industrial Rela-
tions Code, and the Shops and Estab-
lishments Bill to synchronise it with
the needs of a modern economy.

The MSMEs generate close to 45%
of the total industrial employment
and are critical for the ground-level
consummation of the ‘Make in India’
project. While GST will provide a shot
in the arm, cluster-based developme-
nt will further help MSMEs reap eco-
nomies of scale.

Further, a specific focus financing
for MSMEs through attractive corpo-

rate tax structures, and the building
of a robust ratings and exchange tra-
ding culture, will go a long way in st-
rengthening these enterprises.

Stand Up, for You’re Right
Vocational training under skill deve-
lopment is critical in a world where
disruption and exponential change
is the new paradigm. In addition, we
should see the policy emphasis on DI-
CE (Design, Innovation, Creativity &
Entrepreneurship) getting further
energised through the Stand-Up India
and the Startup India programmes.

The economic energy in the exist-
ing team of policy architects is pal-
pable and infectious. After renovat-
ing the house, the government is now
ready to take the next leap. India took
31years to increase the size of its eco-
nomy by 10 times to its current level
of $2.3 trillion.

Now, armed with the four tectonic
changes in the form of IDEA, India’s
next phase of 10-fold transformation
to a $20-trillion economy will take less
than half the time.

The writer is managing director,
Yes Bank

Rana Kapoor

As programmes like Skill India take flight, we will see
an impetus to employment, which will be key to reap
the benefits of demographic dividend for the country

Now to get turned on
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Letters to the editor may be addressed to

editet@timesgroup.com

Analyse Banks
on Asset Quality
Apropos the Edit, ‘Needed, a
Market for Stressed Assets’
(May 24), only reactive actions
like restructuring, refinancing,
write-off, transferring to ARC,
etc, are not permanent soluti-
ons. The country is looking for
a greater resolve from public
sector banks to sort out bad as-
sets. Enough has happened for
a decade or more for social ba-
nking, it is time for commerci-
al banking. The competitive
and target-based approach sh-
ould be abolished. The apprai-
sal of performance should be
based on the quality of assets.

PRAMOD KUMAR
Bhagalpur

Establishing
Profiteering
This refers to ‘Maximum Re-
tail Therapy’ by Sachin Menon
(May 24). An enabling clause
against profiteering as a deter-
rent against businesses not
passing benefits of lower GST
to consumers is welcome. How-
ever, prices are determined by

market forces
like demand,
constrains on
supplies, econ-
omies of scale,
competition
and efficienci-
es of operati-
on, and leave

little room for government’s
intervention except in appare-
nt cases of denying consumers
the benefit. Proper regulatory
framework should be in place
to guard against misuse of
subjectivity and interpreta-
tion leading to harassment.

C L SURI
New Delhi

Satellites for
Planet China
Apropos ‘To OBOR or Not to
OBOR’ by Seema Sirohi (May
24), the plan is heavily loaded
in favour of establishing Chin-
ese hegemony across Asia with
strong spearheads to Europe
and rest of the globe. Many of
the countries are getting sold
on a package of glittering wrap-
pers such as Obor, ORI and the
neatly concealing euphemism
of the New World Order. These
countries are as disastrously
placed as proverbial frogs in
the kettle of water progressing
to boiling point. The water is
comfortably warm right now.

G RAJAGOPALAN NAIR
Kochi

Chat RoomABetter Public Relation

When in 2008-09, the global GDP rate
started declining, India managed the
recession better than most countries
because of its ‘mixed economy’. Indi-
an public sector enterprises (PSEs)
were the only corporates that reflec-
ted a positive growth of 3.7%-plus
against the negative growth of most
state-owned enterprises (SOEs) the
world over.

But even as India’s public sector
was relatively comfortable, its bad
loans to private entities resulted in
the sluggishness in the economy. Inv-
estment by private corporates almo-
st came to a halt. Even today, some
sectors have not fully recovered, and
job opportunities are yet to return to
their pre-recession health. In this
context, if capital is not kept under
some control of the State — ‘State
capitalism’, if you will — recession
will recur and become a default state.

In the post-recession period, a num-

ber of governments across the world
started consolidating their sovereign
holding in the country’s capital. Deci-
sions started to be made by legislati-
ve and senior executives. The decisi-
ons of the US Federal Reserve and the
World Bank, for instance, are substan-
tially influenced by the US Senate
and senior executives in Washington.

India, too, adopted a proactive app-
roach by unleashing reforms over the
last two-three years. A large amount
of capital, earlier in the hands of pri-
vate companies as unaccounted mo-
ney, came under sovereign control
with the government’s demonetisa-
tion agenda. With the goods and ser-
vices tax (GST) to be rolled out soon,
there will be further consolidation.

A protectionist policy adopted by
developed nations such as the US is
on the rise again. Cross-country mo-
vement of labour is also facing seri-
ous obstacles. Meagre private invest-
ment during recession by all those
who had capital in their hands has
jolted the world economy as the latter
prefer investing ‘at appropriate time
later’. Low investment is a serious
bottleneck in the way of economic
development and employment gene-
ration. It is now being realised that
capital in the hands of the State may
be a better option.

Indian public sector banks enjoyed
investors’ confidence and of the peo-
ple at large. Perhaps the Indian eco-
nomic system based on the ‘mixed
economy’ model can provide directi-
onfor the world economy and govern-
ments outside India. Which is also
why reforms have taken place in a big
way to consolidate sovereign holding
in enterprises.

Sovereign holding companies have
not only been strengthening SOEs
inside India, but also have started
investing outside the country throu-
gh a consolidated sovereign holding
fund. This has led to, what one can

call, state capitalism. Additional kit-
ty in government hands could not
only minimise the fiscal deficit but
it could also provide surplus to the
government to initiate social wel-
fare schemes.

Market indicators in the recent past
saw that shares of most public sector
banks (PSBs) rallied ever since dem-
onetisation took place. But for the bad
loans phenomenon, Indian banks co-
uld have been a model the world over.
PSBs such Bank of Baroda, Indian
Bank, Vijaya Bank, Corporation
Bank and State Bank of Travancore
registered a positive rally from 5%
to almost 20% in the post-demoneti-
sation period. On the other hand, pri-
vate banks like Yes Bank, Axis Bank,
HDFC and Lakshmi Vilas Bank show-
ed negative growth from –3% to –7%
soon after demonetisation.

Areas such as corporate social res-
ponsibility (CSR), environment pro-
tection, healthcare, sanitation, edu-
cation and skill development can be
better taken care of by having larger
capital in the hands of the Union. In
other words, state capitalism is the
way forward for a truly welfare state.

The writer is director general,
Standing Conference of
Public Enterprises (SCOPE)
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U D Choubey

Let’s go to the after-party
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That should do it

https://telegram.me/TheHindu_Zone https://telegram.me/PDF4EXAMS




