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“A Dismal 2012” by S L Rao
  This government has been in crisis in its second term. It is not just the separation of party leader from government in the Congress that has made a minor bureaucrat of the P.M. The government’s most experienced politician, and visible Cabinet Minister, has failed in his job as Finance Minister. He was free to get on with his work. He has in his three years destroyed the bright image of India’s economy. From being a rising global star it is a   fading and burnt-out meteor.  On all parameters India is in bad shape; fiscal deficit at over 5.5%; deficit in the balance of payments at 3.5%; exchange value of the Rupee to the dollar down to Rs 53 to the dola and falling; double digit food inflation for two years now down due to winter crops and not to any government actions; not cutting the deficit to control inflation so that the RBI had to raise interest rates with no result; resulting in slowing industrial growth; GDP growth expected to near 6% versus boastful expectations by Planning Commission and others last year of 9%.

 India is today one of the worst performing economies in Asia. This is due to the Finance Minster’s failure to rationalize expenses even while adding huge expenditures on new social programmes as desired by the Congress President; not foreseeing the impact of the Euro crisis and fiscal deficit on the Rupee and other currencies as funds flocked to the dollar; not putting restrictions on outward remittances, external borrowings and luxury imports; not introducing incentives for exports. No  attempt was made to stop volatile movements of funds into and out of India; or to curb overspending on programmes, inefficient spending, and not curbing thefts from government spending. He and the P.M. should have taken actions to reduce the deficit when the NAC mandated increased social spending. 

 We enter the New Year with little prospect of improved economic growth and prosperity. The unprecedented high levels of corruption, with central and state Ministers in judicial custody, will not cease in 2012. The blatant effort by government Ministers and other political parties to prevent a strong  Lok Ombudsman with investigative powers being created, ensures this. The Lok Pal would have investigated all politicians and bureaucrats. A non-functioning government, chaos in Parliament, and legislative gridlock. Combined with arrogant central Ministers in dealing with vital issues (telecom scam, Lok Pal Bill, Anna/Ramdev agitations), will remain in 2012. . 

   We are besieged on all fronts. Never since independence has political leadership failed as it has. A tired 79 year old Prime Minister with no fresh ideas after his minor initiatives on nuclear energy and foreign direct investment in retail heads a Cabinet composed of aging Ministers, mainly insensitive lawyers contemptuous of public opinion. It Is an anomaly in an India dominated by young people. But the Congress “youth leader” is a 40 year-old with few ideas and no personality except as scion of India’s ruling family.  The separation of party leadership from the Prime Minister has been a disaster. It has emasculated the office of the P.M. The party leader has a think-tank funded by government in the National Advisory Council. It as evolve imaginative social engineering but with little attempt to iron out implementation and accountability issues and fit its suggestions into the macro economy.

. The principal Opposition party is no better, with an 84 year old as Chairman of the BJP and Leader of the Opposition, an articulate woman lawyer who has transited three parties and whose rhetoric overrules content. The BJP President was plucked from nowhere and remains there. There are at least five ambitious would-be Prime Ministers among them. The party that transformed economic, foreign and security policies when in power, is struggling to find a coherent ideology. Presently it opposes all government policies for the sake of opposition. It provides no direction. .

    The CPI-M is led by a rigid ideologue who lost the CPI-M the two states where it ruled. The DMK, AIADMK,BSP, SP, RJD. TDP and TMC, are out to get as much as they can from the Centre. An important price they have all extracted over time, is suppression of criminal and other charges. This government diluted, withdrew or postponed charges against leaders of the BSP, SP and RJD in exchange for their legislative support.  Many criminals sit in Parliament and legislatures. The RJD Chief (who has criminal charges and has spent long periods in jail) with unusual honestly said: (the Lok Pal Bill)“if passed will be a noose round our necks”.    . 

   The general elections are due in 2014. They will be fought in this atmosphere of sleaze and government corruption, rising prices, declining growth and employment, poor agricultural and industrial production, turbulence on the Pakistan and China borders, and tired political leaders. There might be some gains to national parties but overall results will favour a hotch-potch with regional parties holding the balance. A coalition is inevitable, with many greedy regional parties out for the best bargains. As in the past, the government will have neither vision nor ideology, only self-interest. Fiscal consolidation will be resisted as will privatization of electricity distribution, higher power and water tariffs, reductions in subsidies, but the goods and services tax may pass, as also the direct tax code and free trade agreements. Discipline and accountability in government may be resisted and government efficiencies will remain. We might expect a further thrust behind social welfare, and certainly behind agriculture and infrastructure.  Power and water shortages will continue, to which we should add petrol and diesel as the country will face foreign exchange shortages. Little investment can be expected on sanitation. Wherever massive investments are needed, there must be higher user charges that can meet the costs of operation, maintenance and new installations. That may not happen. There will be little attempt to stem corruption. Hence, while social welfare programmes need to be made more efficient, they will not. The economy will stumble in its usual drunken fashion, with lopsided developments, and rising inequalities.  

   India remains backward in achieving human development goals. Health and nutritional status of children, safe childbirth, protection of the health and nutrition of the elderly, life expectancy of infant females, and livelihood enhancement for women, are some urgent issues needing effective attention. Will coalitions of regional parties give a thrust behind such programmes? 

 India is among the largest defense spenders. Yet we appear unready to face ip to China. The UPA government has continued the initiatives of Narasimha Rao and Vajpayee towards Asis and Pakistan and the BRIC countries. Earlier coalitions of regional parties under Gowda and Gujral did not pursue such initiatives. With imminent American withdrawal from Afghanistan and the growing involvement of China, India has to put financial and military resources to counter China. Without a fast growing economy, tax revenues will not be sufficient for such spending and India is already approaching itas borrowing limits. 

Can there be hope? Yes if the gerontocracy, much against Indian experience, withdraws in favour of a new generation and the dynasty is given generous pensions and retires from public life. The Prime Minister must rule government, not be subservient to an outside agency. The party must coordinate coalitions much as George Fernandes did for the BJP in the NDA. Parliament and legislatures must expel those who disturb its normal functioning. Criminals must not be eligible for election. Accountability of Ministers and all levels of the bureaucracy must be defined and subject to penalties for non-performance. The Opposition must be responsible, not oppose for opposition’s sake. (1272)

