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How India can do UBI

Universal Basic Income is a practical solution to poverty and inequality

The old idea of universal basic income (UBI) — of the state paying
everybody a uniform amount as part of welfare — is getting some
traction in political discourse worldwide. On the left, it is
regarded as a simple antidote to poverty. On the right, it is
viewed as a means to demolish complex welfare bureaucracies
while meeting some social transfer obligations without
weakening work incentives significantly.

In India, apart from its anti-poverty potential, it can also be a
substantial measure to improve autonomy (say, of adult women,
three-quarters of whom do not earn income) and dignity by
giving workers an escape ladder from socially despised
occupations (scavenging, waste-carrying, prostitution, etc).I have
heard people, otherwise favourably disposed to the idea of UBI, opposing it primarily for reasons of ultimately
political expediency. Some fiscal bureaucrats/ economists say that we cannot afford it as it'll simply be an add-
on to the fiscal burden since the vested interests against replacing existing welfare programmes are too strong.
Another group, mainly social activists, come from the opposite end: they say talking of UBI is a ploy to
politically undermine some of the existing welfare programmes which are working reasonably well. I have some
disagreement with both groups.

Let me first clarify some issues of the fiscal space which both groups raise. The most recent estimates (made at
the National Institute of Public Finance and Policy) suggest that (central plus state) subsidies that mainly go to
better-off people (‘non-merit subsidies’) amount to about 5% of GDP. In addition the central budget alone
shows ‘revenues foregone’ (primarily tax concessions to companies) coming to about 6% of GDP. Even if one-
third of these revenues foregone are made available for this purpose, added to the non-merit subsidies, it
comes to 7% of GDP potentially available for UBI, which is a substantial sum, more than twice the total amount
currently spent on all anti-poverty programmes.Moreover, there is no reason why we should assume there is no
scope for more taxation. The tax-GDP ratio in India is substantially lower than in China, Brazil and some other
developing countries. Our real estate and property tax assessments are absurdly low compared to their market
value. We have zero taxation of agricultural income, long-term capital gains in equity markets, and of wealth
and inheritance — this is at a time when our wealth inequality is mounting (even from NSS household survey
data which underestimate the wealth of the rich, the standard Gini coefficient measure of asset inequality rose
from 0.66 in 1991-92 to 0.75 in 2011-12, which is now in the Latin American range).

So if India can divert some of the subsidies (and revenues foregone) from their current better-off recipients and
introduce significant fresh taxation of the rich, UBI of about a thousand rupees per person per month is fiscally
affordable. I'd not object if with a smaller UBI, part of the extra revenues are spent on public goods like health,
education and infrastructure.Some resources may also be released by terminating some of the particularly
wasteful welfare programmes, but i am against UBI replacing current programmes like ICDS, mid-day meals,
and MGNREGA. As an experiment UBI may begin only with women, maybe in urban areas until banking
services spread to remote areas and in states where current welfare measures are particularly leaky.
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I am often asked, do you want to pay this money even to the rich? Yes, primarily because normatively i want
UBI as part of a basic right of every citizen to minimum economic security. (Practically, if some asset threshold
can be transparently implemented to exclude the very rich, i’ll not object. The history of targeting in India is,
unfortunately, riddled with controversy and corruption). To the extent UBI is funded by taxes and withheld
current subsidies to the rich, the money otherwise is already going to the rich. Also, part of UBI to the rich will
return to the government in the form of taxes.For far too long the default redistributive option for Indian
politicians has been job reservation and subsidisation of private goods (food, fertilisers, fuel, credit, etc). I want
bureaucratic and political attention to be focussed more on public goods and welfare services that are universal
— like UBI, universal healthcare, etc — away from the structures of patronage distribution to particular groups
or individuals.

Of course, the better-off in India — businessmen, rich farmers, the salaried class — will not easily give up on the
subsidies and handouts they currently enjoy. This means we should think in terms of mobilising public opinion
and activate social movements on a platform like UBI. In particular, as the workers in the informal sector will
be the largest beneficiaries of UBI, it can provide a common bridge between them and the unionised formal
sector workers, a divide which for many years has weakened the labour movement. Today about one-third of
workers even in the organised sector are contract labourers deprived of most benefits. Unions have been
demanding benefits for the latter for some time; their struggle will be strengthened if it now becomes part of a
much larger movement for UBI.One should have no illusion about the difficulties in the political process for
implementing UBI. But one thing going in its favour is that it attracts support from people in different parts of
the political spectrum, which may someday generate a winning coalition.
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Higher education, low regulation

Date: 02-05-17

Regulators were meant to promote excellence in institutions. They didn’t

The University Grants Commission (UGC) notification, that
higher educational institutions once selected for being
developed into world-class universities, shall be freed of
regulatory clutches, is a public admission that regulation is a
major stumbling block in promoting excellence in education.
The idea is further reinforced by the Ministry of Human
Resource Development (MHRD) moving to significantly reduce
its involvement in the constitution of the IIM board and the
selection and appointment of their chairperson and directors.
Disquieting as these may sound in view of the long-held belief
that higher education is too important to be left to the vagaries
of market forces, and that regulations are supposed to set
norms and standards to ensure quality and promote excellence,
the harsh realities on the ground leave one with no option but to concur with this approach.

Time bears this out. The first three universities in modern India were established in 1857, whereas the first
regulator of higher education, the UGC, came about only in 1956, though a loose coordination mechanism, the
Inter University Board (IUB), a precursor to the present Association of Indian Universities (AIU), had come
into existence in 1925. Thus, in the first phase spanning over seven decades, higher education in India grew on
its own, in a self-regulatory environment.

This period saw the establishment of 23 universities, all of these regarded as better institutions, so much so
that 13 of them (or 57 per cent) are listed in the top 100 universities in the MHRD-led National Institutional
Ranking Framework (NIRF) listing. The second phase that commenced with the formation of the IUB lasted
for three decades, during which universities continued to function as autonomous bodies, with a loose
coordination and consultation mechanism to guide them. During this period, 37 universities were established
in the country — of which as many as 15 (41 per cent) are today ranked in the NIRF list of the top 100.The third
phase began with Parliament enacting a law to establish the University Grants Commission (UGC) as an
autonomous body, to aid and advise the government on higher education policy and financing, and to
coordinate and maintain standards in higher education. Armed with statutory powers to prescribe standards,
the UGC, as a sole regulator, went on to become the final word on all aspects of university life; it used its
financing function as a mighty lever to curtail the powers of universities to take their own decisions.

During this 36 year-period, the number of universities grew rapidly to 150 — but only a fourth of them today
find place in the NIRF list of the top 100 universities. The current and fourth phase began in 1992, with the
establishment of a series of new regulators like the All India Council for Technical Education (AICTE), National
Council for Teacher Education (NCTE), etc., and with the empowerment of existing professional bodies like the
Medical Council of India (MCI), the Council of Architecture (CoA), the Bar Council of India (BCI), etc., to
regulate higher education falling under their professional domains. The phase is characterised by an intense
regulation of higher education by multiple regulators. This period also witnessed galloping growth in public
and private universities; 589 universities have been established since 1992 — a mere 6 per cent were good
enough to find a place in the top 100 list.
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Sadly, the elaborate regulatory paraphernalia working overtime to set standards in higher education, and to
inspect in order to ensure adherence by higher educational institutions, has only proven counter-productive. It
has not only manifestly failed to promote excellence, it has even failed to check the rapid and unabated growth
of a large number of grossly unequipped, mediocre higher educational institutions.Obviously, the absence of
regulators did not necessarily destroy the universities, but most importantly, too close a monitoring and micro-
management system by one or many regulators has not necessarily helped universities improve their
performance.Lest the above conclusion is challenged on the ground that the older an institution gets, the better
endowed it becomes in terms of funds, facilities and faculty, and hence, it is age, not regulation, that matters,
two more bits of evidence become eminent. The first one, as presented in Table 2, speaks for itself. The fact that
a significantly larger proportion of the IIMs (45 per cent), IITs (69 per cent and IISERs (57 per cent) find place
in the top 100 list, as compared to the ridiculously low proportion in the case of Central (24 per cent), Deemed
(20 per cent), State (6 per cent) and Private (2 per cent) universities, clearly proves that institutions outside the
purview of prominent regulators are, any day, better off than those under their direct command.

The second bit of evidence is all the more ubiquitous. None of the 16 central universities established in 2009
and onward find a mention in the top 100 list of universities. In contrast, at least three of the IIMs and three of
the IITs established in 2009 or after have been able to make it to the top 100 list of the overall higher
educational institutions. Similarly, four of the IISERs and one NIPER established in 2006 or after have made it
to the coveted list. Such proof is more than a wake-up call for regulators in higher education, facing urgent
existential challenges. While no one doubts their intentions or credibility, their approach is simply not working.
The regulators need reform — and these reforms need to come from within.

The writer is secretary general of the Association of Indian Universities (AIU)

STAdAl

LEIDETIE]

AT AR T AT ART AT 2024 F ATHAAT AT FALTTEAT FATT TF G F9 FHT GATT AT g1 399 FgT g 7o aged T
I T, AT AT F FTITe § AT AT F2ldT FAT I Tt g1 TH AAAS F g § A AT 6T F=1ersh Tus i
=T 7 7, e et Tt F et off a5 grd g1 A1 AranT F Heaterd T w1 wEagg ST Fh Uk G
TIAT AT T ATT AT Fol gl TEAAT g o TATTHAT LG FIGT 7 AT AT 0l T A1 FA HT 2T ISTAT AT| Iegid Fal
o7 T =8 AT o2 T¥iar & ff=m BT S FiEn #iH S8 SaT-3adT 99 92 g4 a1l dar-a1el @9 F7 al
STTURTT| 9& AT S TAUE ST § 27 9% U feoquft off G &t o1 =8 a1g § 997 ST # 26 92 f3=m 9+ @1 2|

1] e

Date: 02-05-17

ATRTAT Y LA AT U G F20 A7 A= agd 79 g, var oft 981 81 st g § ff awr-amy wea e
FATU AT Lol gl [ATer U = foranT & [T 592 it =407 gt g GEaw 2015 ¥ o0+ ta RO § 0 a0 99419
FE T THAT F3A F A7 G 7 T8 A0 9% FA1 AR F 07 T off) T4 2017 § Tgaia Sora qEsit 1 off
TSI AARTAT [Ga® 9% AT U HTAHT | Fgl AT 736 IA1 AT q7T FO9 F G T Taeq F G2 § Hw5A1sa] &l 79
T § AR A gt g1 gafa 7 F@T o7 o Tt gaarar w16 9aE g1 T 81 greriteh, AT ATRh TEH M oAl oF
T AT T FA F IId Fle AHgHIT av qg1 =7k & off, ofere it ST & 3vgiv #gr o7 & za+ oo @fagm




&«

ME D www. afeias.com
IMPORTANT NEWSCLIPPINGS (03-May-17)

TeMTer i sTfafh TETedt it STeed T2 AT ATTRT F qATTH a7 g9 FUE T, A Tear § A0 7 9y
AT Tl i TEId T FGTTaH T F TEATT qT IAT AN 7 T &7 & FATHT SATET TS T8 AWAT STHT T |
ATUA(T| o Tger GTaem § qres FeAT 2, fores form auft Trerifass st 7 37 9% UHAd FT 9T 267 ©I¥ gRTIUH
AT FATH FIO T AAAS g 1o 5T 57 § ALRI AT FARA T Aol goll &, I GH FHIAT T i I 47 8, 3H
FETAT| TH TSI d% 3 21 T @, [oTvg 31 foh T TToRAT H ITRT THATT 21 qohal g al o 947 92 dreg off &= 9 3
AT AT, TSI & ToSiT TR-THATT IS Y GLTEe 98 GgHd &l ST g af U gadl a9edT 921 grfl B s=ae
356 FT FIT GIIT FAI1h GIST TATGLT g, TLHIT oA | e I7 FHAT AT o qIOFer & T FT T 7 g 92 AT
AR % dgd TP THA AN AT STTaT § i @8 Ward § A1 FO0 & (70 Figl SI1d7 g1 =1 9479 T 72 20 i
FTIA AT qAT g AT AT 8 7o =0 Aq=e8 F G FIAT gIT| Ueh 90T 377 g FoF o< srfeams &9 & 92 991 v
T R AT STTAT & 1 @e-ed 3iY SIS-dTg 7 ¥l 98 STl 39 Ja dTa9g, J A7 oRtat 67 fFheme
@A U HIS HaHT TEAT (HEwadT g a1 T9H= g 39T, THIS 37 A= & (gd | g, Ut ITHTE AT ST Fahc 2

THE HINDU

Lokpal and the law

Date: 02-05-17

The ruling that the existing legislation is workable is an indictment of the
government

The Centre’s obvious reluctance to set up a statutory anti-corruption institution stands completely exposed
after the Supreme Court made it clear that the existing Lokpal and Lokayuktas Act, 2013 is workable on its
own, without having to be amended as proposed by the government. The court’s order that the law, notified in
2014, is good to go is an indictment of the delay in establishing the Lokpal. It is a rejection of the attempt to
explain the delay on the ground that a parliamentary standing committee’s report on proposed amendments is
still under consideration. The government was on weak legal footing when it claimed it was awaiting the
passage of these amendments, mainly of one that related to the leader of the largest party in opposition in the
Lok Sabha being considered as the Leader of the Opposition for the purposes of forming the Selection
Committee to choose the Lokpal. The selection panel consists of the Prime Minister, the Speaker of the Lok
Sabha, Leader of the Opposition, the Chief Justice of India or his nominee, and an eminent jurist chosen by
them. The court has noted that the Act provides for the selection committee to make appointments even when
it is truncated due to a vacancy. It has made it clear that the fact that some amendments have been proposed
and a parliamentary panel has submitted a report would not constitute a legal bar on enforcing the existing
law.The court has rightly refused to read down the provision on the Leader of the Opposition to mean “the
leader of the largest party in the opposition”.

At the same time, it is curious that an amendment to this effect is pending since 2014, even after it was
endorsed by the parliamentary committee in its December 2015 report. Provisions relating to the selection of
the Chief Information Commissioner and the Central Bureau of Investigation Director have been amended to
treat the leader of the largest opposition party as the Leader of the Opposition in the absence of anyone
recognised as such. The delay in passing this simple amendment is inexplicable. Another provision relating to
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the declaration of assets by public servants was amended last year. A simple way of resolving the impasse was
to recognise the Congress party leader in the Lok Sabha as the Leader of the Opposition. There is no law, except
a direction from the chair when G.V. Mavalankar was Speaker, that says recognition is given only to a party
that has won 10% of the seats in the Lower House. A 1977 Act on the salary of the Opposition Leader defines
the position as the leader of the largest party in the opposition and recognised as such by the Speaker. An
inescapable inference is that the country does not have an anti-corruption ombudsman not due to any legal
bar, but due to the absence of political will.

Date: 02-05-17
Equity in taxes

Rich farmers should be treated on par with other taxpayers

Rich farmers need to be treated on a par with other taxpayers, but with a
clear road map

A controversial proposal by Bibek Debroy, a member of the government think tank NITI Aayog, to tax
agricultural income above a particular threshold has led to a public exchange of views. Finance Minister Arun
Jaitley quickly dismissed any plans to tax farm income, but more policymakers have begun to voice their
opinion, the latest being Chief Economic Adviser Arvind Subramanian who made it clear that taxing farm
income is a State subject.The public image of farming being a poor man’s venture and the sizeable vote share
that farmers enjoy have made the idea of farm taxes a political taboo. The frequent distress faced by poor or
marginal farmers, which could be attributed to structural issues other than taxation, hasn’t helped matters
either. But India has a presence of rich farmers as well and there exists as a strong justification for taxing them
in order to widen the country’s embarrassingly narrow tax base.Mr. Debroy suggested that an appropriate tax
policy should draw a distinction between rich and poor farmers, thereby addressing the widespread political
apprehension of bringing agriculture under the tax net. It is no secret that India’s tax base, standing at a
minuscule 5.9% of the working population, is already among the lowest in the world. This unnecessarily
burdens the more formal sectors of the economy that are already overtaxed; at the same time, it handicaps
government spending on the social sector.The case for treating agriculture on a par with other sectors is thus
clear. But policymakers must also show equal care and urgency in addressing the structural issues facing the
sector. This includes, among many, reforms to the broken agricultural supply chain that still leaves farmers at
the mercy of middlemen cartels. Such reforms are crucial if farming is to become a sustainable enterprise in the
long run. Else, a tax on high-income farmers will result only in driving resources away from agriculture into
other sectors. It would make no difference to poorer farmers stuck in agriculture, merely because of the lack of
opportunities. In this context, the historical transition of labour and other resources from agriculture into other
sectors is particularly useful to keep in mind. The said transition has been very slow in India; in fact, according
to Census figures, the size of the farm workforce increased by 28.9 million between 2001 and 2011. This is due
to a combination of factors, but one in particular is worth noting: the difficulty agricultural workers face in
finding jobs in other more advanced sectors. A tax on lucrative high value farm ventures, which affects their
ability to absorb labourers from low-value farming, could make life more difficult for farmers unable to make
the cut in industry or services. Given this, policymakers ought to tread carefully as they move forward on a long
overdue fiscal reform.
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