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The Economists Are Coming

Some popular fallacies propagated by economic experts, and their policy
consequences

Dipankar Gupta

Inbreeding has its dangers, especially among prominent families. It is also dangerous among prominent
disciplines, economics being a case in point.As policy makers like precision and economists like numbers,
after a short, sweet exchange of equations they can hitch up for life. Consequently, economists find it
unattractive to enlarge their intellectual gene pool by making contact with others on the planet. It is this
failing that makes many of their recommendations questionable.Take exports, for starters. It is true that
our performance here is miserable, but is currency devaluation the best way out? Check out the
consequences of this advisory. Well before our exports get tastier, our import costs would rise as the
machines we need to make our goods are nearly always ‘foreign made’. No exporter can leave the table
before that bill is paid.Consider in this connection an interesting factoid. About 25% of our imports are
petroleum related, but 20% is on account of buying machinery from abroad, usually China. Further, the
import content of exports is about 25%, not including the vast, but incalculable, second hand market for
imported machines in the MSME sector. We talk at length about our oil burden, about our gold fixation,
but rarely do we discuss our machinery deficit.

These machines are new age ones and they don’t commit mistakes. They require high skills to make, but
low skills to operate. As India does not manufacture such equipment but only uses them, it has led to the
gradual de-skilling of our working class. Things have come to such a pass that we now depend on China
even for electric circuit boxes; not too long ago we produced them in garages.An industrial tailor in India
today needs about a month’s apprenticeship as the imported sewing machine, with its many knobs and
gears, is so versatile. With a flip of a switch it can do almost everything - from stitching pillow cases to
buttons to curtain pleats. Likewise textile and car parts manufacturers, whether in Bhiwandi, Gurgaon or
Panipat, all use imported machinery, either brand new or second hand.Under these conditions devaluing
currency, by RBI fiat, would Kkill the grass on our side of the hedge as well. This brings us to a related
misconception. Many experts believe that our businesses long for skilled labour and feel dejected by its
absence. This is a convenient moon in June romance fiction.

The 68thround of the National Sample Survey shows that just about 58% of those with a formal
vocational training found jobs. The remaining languish as unemployed, or self-employed. If the scenic
route leads to a dead end, why should one take it? Further, according to an Accenture study, apparently a
third of vocational school graduates turned down jobs because the pay was low or the work profile
unsuitable. This is hardly evidence of a skill courting entrepreneurship.India has only 11,000 training
institutes while China has 5,00,000. Not surprisingly, only about 2% in the age group 15-59 in India have
some skill training. At a higher level, things are scary too. In IITs, India’s grey cell hub, faculty vacancies
can touch 40%. A look at the admission cut offs in Delhi University reveals a lot. Our best out of school
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kids tend to opt for commerce and not physics, chemistry or maths.This is where we could learn from fast
growing Asian economies without, god forbid, imitating them. They too began from a poor industrial and
educational base, but have since prospered enormously. They climbed up leveraging their once cheap
labour to move into high skill industries. But when our exports were growing rapidly between 2003-08,
at almost 18%, we did nothing of that kind.

On the other hand, we have many economists who advocate a re-intensification of the low wage labour
approach, because it’s so easy. That this should happen at a time when the West is moving into the era of
driverless cars and intelligent automation, is both tragic and anachronistic. This is why our past cling
wraps our present and we just cannot shake it off.Third, the agricultural sector. It is often argued that our
public finances would get a pressure boost if only we could tax agricultural income. True, there are some
fat cows munching cud in the fields, but the overwhelming bulk of farmers, almost 95%, have earnings
too low to be taxed. Nor should recurrent agricultural subsidies be viewed as habitual offenders. From
the US to Europe to Japan, farmers would perish without these handouts.Also, keep in mind that of all
professions, the highest rate of suicide is among farmers across the world. In France, decision makers are
seriously concerned about it today. The answer lies in upgrading agriculture to industry by making it safe
for small farmers to lease out to big operators. But fear of the patwari and tenuousness of land records
prevent that from happening.If none of this is convincing, witness the road widening efforts on the Kalka-
Shimla highway. The heavy machines on the job are all imported, but there are thousands of local
workers too. Most of them are squatting by the hillside, chipping stones Neolithic style. Expect delays,
expect accidents too, because inefficiencies will multiply as long as entrepreneurs find cheap labour,
fresh out of villages, profitable to employ.Workers in sweat shops cannot be turbocharged; they can only
be flogged.

The EcoNnovic TivEes Date: 09-00-17

Welcome Hybrid PPP in Sewage Treatment

ET Editorial

The reported move to innovatively shore up
funding for sewage treatment plants, at Varanasi

and Haridwar along the Ganga, to begin with,
i needs to be wholeheartedly welcomed. The plain
fact is that the vast bulk of sewage flowing from
our towns and cities is simply discharged
untreated into rivers and water bodies. And we
clearly need well-structured finance to boost
resource allocation, and ensure performance,
efficiency and  sustainability in  sewage
treatment.The treatment plants at Varanasi,
Haridwar and elsewhere would be as per the so-
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called hybrid annuity public-private partnership (PPP) model, which has coagulated significant funds for
highway projects in the last three years or so. The idea is to invite bids for the projects, with the
government providing 40% of the capital investment upfront, and the balance met through an annuity
over the contract duration, which can be up to 20 years. The way ahead is to float a special purpose
vehicle under the Companies Act for each project, so as to enable transparency in governance, functional
autonomy and, most importantly, the levy of reasonable user charges for effluent treatment, as per the
polluter-pays principle.

There is huge scope to replicate the hybrid PPP model for sewage treatment all along the Ganga and other
river systems as well. It would also make perfect sense to leverage resources from the National
Investment and Infrastructure Fund. The plants would provide relatively risk-free returns over the long
term, and so should be attractive to sovereign wealth funds, pension funds and other investors. The way
forward is to have hybrid PPP in place for solid waste management in our large urban centres. In fast
urbanising India, PPP for sewage and solid waste treatment is an idea whose time has come.

aﬂam Date: 09-09-17
AT & 3N A B § IRAT T Y ATRHT

g RO % RAET e 337 woar Aler 1 el FT 1@ § 38 & A §F e FRA1S FeT AT
dAHAT g

3gdfaeh et 41 Hufadl, IR A weA IR IR TA & g A AR T goR Sa= 5
g gRATOT & faRar B 30 Foar dler Y demell X | § 38 QW F g8 T HRAS T S Hehell ¢
S FRAlg A FIET IRAT TH WA & Y HEAT BT gaT A Tolm & Afhed, ST Fo Fowm 38 aRdT
ST SHAEAT HT ATRHT 3R FATST Fr ST T STERT 8 Hgl ST Tl g1 6T & IHA H Sded Re
& QoI T, AR SARC, 3T, Aeiforeh, Rfhcda deur AR @& JAr & asi gad Beededs
S AARSH SaonH fe@s Us @ & 38Q ar IE Hrar § o 9 4 & A W AR 3R T&Eadd Sedr
Tor W@ A1l ==t gl & ARRe fF agl fFde ger fr sy "ufca, RN 3R 3rfRes sRA#AT & J9d
Ao W § fehe, 399 Sa1er 99T I8 el arfgr foF gARY W 319 d& & FAT W Ai? oorar ar T8 &
fF FARY SIIEAT F T T 39 ART T & AT 96T & 379 AdFEEas A ST o 3R 3erdd A
3meer fear grar ar ende & Fars g ured| daredd I § R sriuferer F v g & gsTra i ggfed et
gl Il & Sl ciichdd & foIT ©lcieh § olfehel, HHCT SaTl &1 o161 ¢| Uolid AR gRAOT &F goidel arel SU &
FRIER & NS 9§ SMd Faedl TFACR § S AT & afddl, Tesh A iR Jeeant & F&@ar v
HROSR FE S| 3 A F Sfd F FEET F el & aTed U A S § AR Fgl Sferar i Ay efea
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T oITeT 3o STeT 3R ere fokeper g1 S €1 Aol fasiar orges divg Ardrel g1 Siid g S gisan
fafags wgfeahsr @13’ # #ead § & oRd & orel somad g el &1 el Hergy v ‘s A &
mmmymmm%ﬁ?m,ﬁﬁ?ﬁ?ﬁﬂf@a%mﬁgﬁwﬁaﬁrmﬁgﬁraﬂt
AR 1 fEgaior fhar 81 3R 3@ TE & 1eals &l R afed ga @ e § o S FA@= gur &
Gl &I oo AT 81T Sfodh SAIfd 3R 93 & YR W dIeT A GG olel I FolT 3eTehT Sl FIhIoT
R U AR &1 ek AT SA1=A1 g

/W= |
HEITl
ggo fRdATeT &Y o TaIsT

e s

Date: 08-09-17

iRy gy & RATe & Tt @ dem R
W S &1 TP F AT ToT Hr T9 Flh AR
g S8 giar & ol U A Ued AW g
Ao ¥ Aol arelr @8 Afeal & &t goR
ﬁaﬂmaﬁﬁuﬁﬁﬁawgmﬁm
B 2o @ 60 glavd oo Redr & REeE w
e g fh TWged 7oRMWT & sRor Afcar
AT & AT H Bls AV AGHA 7 T 4R-
R FA gl o7 W g Mg Fafoemy gfa ay
3 Hlx T 8¢ W &l 39 T T 3T W
AR & wgra $r fGem 7 380 TN AR HFWoled & FHRUT Jeolld g AT 5l el 9% M ar +:sf &a
Uscl § ofehel Teelel 1 &X ST &1 IS Bl a6 1 ol ¥ e @1 fAerfler #1997 & 3fa+ a1 Bl
STordrg YRac= $HRI Teh HRUT &1 g@RT a8 fah 8, Sash wRoT fgATeg &1 diar oo &Y fear |
ST 2013 & heRary 3M9er H3l el T g S Fehell, STEA o9l & AHATH 5 A H F @ fAele
Ie| feATerT & Fg ot T AT R AiaSiAd SiAT IR & A7 W ggrst A Mg AU T H
SISl fohcdell HEIM U5 Fehcl g7 2017 T 3Uar o 8 WHR H Fd fhar & AlsEr aewra &1 amr
AT & el 8 B Fa WHR o BATG s A or §, 9@ aed §He g dargar
HIA YT T YEU & AU SFAGR See dr Iihar IR e ATl g8 de HAr I8 Y o oo
HIA YaUeT & HIY-HIY Tl HIETOT 3 STl WI&TUT & A & Al & S Heh, dlfeh M FAT S
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e AfGdl F el &I AN §=ll @1 Afhed VAT i & AT W 3YfAeh faimer o gar sl o FHolr
S M & Ul B AT F AT T 3 Gerg ¢ & Rl F aig gy dR @ ARy &7 7
gEarfad, Ao 1000 & 310 S8t & J17 W FaT 92T Hr Fodar I AT A7 S99m|

JIATT HISIT TSR A 3T YT 97 F AT &1 S5eh fhar §1 IU=#@S sReg AT & 390 H 9 &
AT “Ter e Faor ST ¥ o s o gee € F5 wfRow @ied, WY §d 3R qAieRuiag
IR AR Tg ToOd ® €, 97 3T WER H JFAST a1 72 g1 AR ReAom & §g W& awew H
31faRer Aeerdr & 3T A% AT cgaTyT A Fg I Thd &1 T§ d T@HT § I del W @A arel ol
A TFACRI & ST ¥ Ig S0 g & 90 & IH @ I PR O Wik WIS $T EIET0T 9
BRATEN ST dTel FATS Y AR Sofl JTATABAT Sededl AMGV| et R T g5 AWy & T & Jargci
IR A IR fafa g9 gl afehsT saar 3maT «ue | & 39 a1 W R o off @9
H 9§ GATS I HAT & W H| Afehed Ig AT ¥efelr AT o BATT & 91 a9 1 31f¥dca Hera
gl g TSR &l IFM & T & BAT & e & Alsd W fTaR & J& g1 30 & G @
ffATera & s T@AT dgell WAfASAr gl TIfTl sa fov THg @ Tk AT fGATET Afd S
TRV FAaFaX 2010 #H Icduws, RAES 9eer, SIFA-aAR, fled @Ad & Tsdl & wAtaRuifael o
A qeligeT A “TgATer ot slif &1 GEamasl &g @R & dir arl @ sifd =& S g,
I TP &Y S0 FHST ST TohdT & IIEr IS Jetell & g GATRN &3 & [ &t a1e 37ms
AN a1 # Rer TRAT STeIAC & a1 T Ao df Tas 5| 5HT & dgd RATRAT &9 &l eIT-37cT9T
Tl & faerd fRar arar g1 d8 el fgv 6 RHAT #RA & del g1 S8 dAsldlh 3§ @ SIF
HeHR, RATI, 3ccRws, Afdwd, evmad, AR, AERA, A, AUre™, AFTds, 9Res S @
T & 3R 3EA UsEl f v faRse sifoew wween, @wfoe e Rufa, gerer @iestas
fafauar oRa & 37 Tl Tt @ et g1 SEfaT dig WER canT 34 ggrst A # fAuia & =
arell ey 1 Afaar A dead & Fanford 8 = aRT|

Date: 08-09-17

HEIAT HT AT FATE

gaG sireft

JIhR IR STheT FI §cAT & FRUT ¢ & IGRAAT AR & A H ¢gdd gl AR iffcaidad & a @3
TR FoR 3 97 §| Rod I @ & g0 W 3@Rs] Toeifa & 568 7 R & SR 7@s orr &
EdT & BRe STg HEIURT & A3 AR @erer A & @radk @ ar siafaed gfafsad goe g8 gl
gl fhea T 3R FT AT, SHHT AR U IR Toh dash o A TGN A BIEAT Y& A eAT| g@l
3R FT AT AR AT W 337 S F 37 gcam W G e X w &1 &7 3nYfashanr 1 3 55
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® ¢, oIt giaare # 3R @I g wiigv| Hexadl FAT I g1 g1 Hehcll| FaTel Shael IJINT Seher
$I &IT FT 8T gl AR Sifgd AT Fr Gem Far 82 56 g1 & ¢ AR Ar@ 3R o< &1 9o I8 &
f& a1 g 9RAT Sietar arét 3R 3T ffged Tolst T & §? AT Ig §oAT Felicsh H $o HEA dlc gt
arel TatTeT H YATd & o1 Al g1 §? Fellced H DA I TWHR &1 T8 H godIhlsS dI TGardrl FaT oAgr
FA? Tl 2014 H Sd H TR AT & Tgel T RM-faef THhRT o1 Th T FeI3md AT TWFHR &
oTs @eT 1 Arcafgs 9ST “ShIAATE S Th-Arh Ay @ &le fT 3 S A 33 wE s
IGIR “AMETT A F& A, TIRHT IR IPEARNTA & 97 iR @ B9 F Ay T ST A
HIAT W Ukt T AT T M| HFaS & A AT Plolel & JULAERT & SEAT B S-AT Aoy T &
3 SIRY $| FIT Ig T TgoT iR TEiaE a1? T 2014 F Ay WHER H Felr Ao @ sy Feger
GeA A §51 WHR Sefel & a1g § & IR R MAF F AF HMAR R$-A-Hlg [Jare 35 welr g
AT FHEGRT H STl 91 T A FAg IS §1 W T THRSI gl g1 Scck Y & gqell &7 MNAd
P AR Teh ShF B §edl & dq REPR qOAT FT Th AR T §IT| 38 AR & TR TTellicren
¥ REPR G HI oI oTGhHI & IeET-37c9 Fedl &, W gelohl TEUT fooq e areites, Midee
UAER 3R Y. wrergelt T g3t & g7 ATl AT Sher o 37 P F I i W gV dhaoT IR AL
gl ¥ IR &AW g ¢l & fIuR 3R Afecafed @ 3 wel g3t &1 faeewor S aifgel wear
ARl & o [WEPR Aol 3R 3@ STarer AR el arell & 3T & A & HeTl I fohelalr Ter gl
JAPFTFT & @A § FAdT arfe g Y IT T8 STCIA A@hi T q§u 38 SAdr d& g o ar g,
foed uaT & & @S FAoX 3 §1 IARFLAr & §MA F FFA Th Asg IR-IR 38l &1 a6 ¢ “Regear
fdeq, Regea 3R Ao Far FaAETdt §2 7 o @ gy, af - gId o @ &1 T-3rTaey dodr &
TSTelifcreh fReged &1 faRIY &l arell ATl HHATT Beq T GeHA §a1 T g1 & H gHa ciiel delleh W
I69 Wl 39 FHAR & UEear RonfIat & i St 989 &, 39 9% ff I8 AR g1 ol sgd
Heaifaefadl @ gl g1 o@dl & REPR aadll AHA & Fafoed Al F fhdr fhed &1 gur =et
g3, gfesh f9arst AR dadh & trarer 3

S ST T T YATI-STANT T ANTET &1 TE Aol §AR FHISIR HATGRIUT S Fle-hie A Fal
W &1 SIod @ FHEe we & faw & el A e, A 3afdet &1 wraer 3o & IR $rl 54
W Fodr & St & i & At @ @t o g1 oerar I8 § 6 el 2019 & IoAd o Tg T
3R e 38k a8 AR A @R FHATGS Ielel H Aded A 81 gHAR FgT 8 3¢ 3T I
AT, T 3eleh I AT A §2 el AT A@eh AT 8, TSIGhT rarst STofcdl Ga? i Soher & gear
TAST HiT T Gl 8?2 ST 3ThT §cTT T 18T HAT T© &, T ITodd gl Fellcsh THR H Fog-U o
§ART T YT oM AMigC| i IET o TR 3315 b 58 gcar A o 0 & g &1 s&daAre fomar
T, A8 TNfdee GeEr, THUA Froreet AR deg areiee h goar @ IS | Ig ofieh Tshelliceh gl
3eTehl gcdT 7.65 AR & &I e ¥ AT 1S B, S AR W §oABT # FEATS gl 1 Feliesh A 3T T
Al STe faens | AT gled aTed €1 od $© THT A Te1 Feods F FeldT & & Tea fgwal-fagred
3fieTelel TSIl ST QT &1 S8 A T Y 3eleT & Seiled ol JHMaret o &1 T & ggol HT Hra=r-
HSHS TSlallld &l aR Tor @1 &1 T § fob I oiher &1 meligar & R F &g WHR AR sremar &
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Ao off, W 37 gcar O fi9d I AT BrRIET gm? BN Fvey Fares § Sor aredl 9T eare e
ST =Tfgw] Y sieher & faarR-gfSe greterhy, afaee el 3R TATA Hrogafl et ) gor Fefr gt
# HHHG TH & Fohll ¢, 6cAR 3 Teh g1 Tehd &1 W Tg AT &, HTaH foishy oAgh| iy Soher 1 fove
gl A gAfeRar Ao @ oA, s@ gar @ A @ o bl &1 UATRIT Hg e O, faf@a f ar
TOUATH & & H ff? T 3d% gEdidal, aledi, Taaar dIRg § SAIdRT gidel 9 T Er gl 38
ST P Sleg BT AMRU| &A1 FAT HT 13? {F 3T F T amde A2 a1 39 e 9sma &
e & AT 378 @cH FAT IAT? I§ TAdT GIHIRAT & [oIT O HSA § AT FAT §2 FHeIdml & ol 3T
3H g @ g7
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