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PSEUDO-REFORMERS?
In 1986 we hailed Rajiv Gandhi’s Finance Minister, V P Singh, as a far-sighted reformer and visionary. That was because his budget speech said many things that we of the urban intelligentsia and industry, liked to hear. He announced a number of significant measures of liberalization of industrial and trade policies: “broad-banding” of industrial licenses, higher asset limits for monopolies, some import deregulation, higher export incentives, a policy of active exchange rate depreciation, moves to develop the money market, lower direct tax rates, and steps towards value added taxation.  But there was no attempt at stabilization to correct fiscal and current account deficits. Nor was there a forward programme of action.  Many of us thought that we at last had a Finance Minister who really understood what ailed the Indian economy, and had a plan to set it right. We forgot that he had been the Commerce Minister who almost overnight had introduced the “management control” of textile mills in Bombay and Ahmedabad, a move towards nationalization without compensation. Even today when he leads mobs to protest various measures for reducing government’s excessive role in the economy, no one questions his credentials. We should in fact expose them. He was no reformer, merely a political hack that gave substance to Rajiv Gandhi’s somewhat vague desire for economic liberalization, and accepted the undeserved kudos given to him for being a far-sighted reformer.

As mere mortals, we tend to place Finance Ministers who introduce major policy changes, on pedestals. But they are human, and do make mistakes. For example, Dr Manmohan Singh is reported to have admitted that he wrongly expected private investment to take the space vacated by public investment. It did not, and this has had adverse consequences for capital formation throughout the 1990’s. He also, as another instance, did not appear to have learnt from the American experience when President Franklin Roosevelt set up the Securities and Exchange Commission and put the robber baron Joseph Kennedy in charge. The SEC developed tough rules and had the teeth to enforce them. In contrast, in India, SEBI’s  first Chairman was shifted because the brokers protested his tough measures, which if then put in place, might have diminished the havoc that the scams that have periodically racked our stock markets, have caused.

Mr Chidambaram, unlike his two predecessors, (I am not counting the confused tenure as Finance Minister, of Mr Madhu Dandawate), was at the other end. He did not carry the ideological and policy baggage of earlier regimes. He brought a clear understanding of what was needed to be done, and with speed. But he   
