
The New, Inside-Out 
Free Market Strategy

The Planning Commission, socialism’s surviving 
symbol, has become the most sought after post-
retirement sinecure for retired babus and market-
friendly academics. The marketwallas’ new mantra: 
if you can’t demolish it, join it. Former Cabinet Sec-
retary K M Chandrasekhar joined this elite group last 
week when he was appointed Deputy Chairperson 
of the Kerala Planning Board with Cabinet rank. As 
Cabinet Secretary, he had pushed the Prime Min-
ister’s economic reform agenda for four years. We 

expected Chandrasekhar to get 
a better posting, but he chose 
to settle for a post in his home 
state with massive clout and 
access to both the Central and 
State governments. Ever since 
the Deputy Chairperson of the 
Planning Commission acquired 
political authority, civil servants 
and academics have been lob-
bying hard to be appointed as 

members. The current Deputy 
Chairperson Montek Singh Ahluwalia’s enormous 
clout is the benchmark. Ahluwalia, who is the 24th 
Deputy Chairperson since Independence, will be 
breaking all records by completing a second term. He 
will be the first non-political person to stay in the job 
for a decade and also attend all Cabinet meetings as a 
special invitee. Barring three, all attendees are either 
planning ministers or politicians. Prime Minister 
Atal Bihari Vajpayee started the practice of inviting 
the Planning Commission Deputy Chairperson to 
Cabinet meetings—Jaswant Singh and then K C Pant. 
Both were former Cabinet ministers and Vajpayee 
sought their guidance. But neither enjoyed the influ-
ence over government policy that Montek does. The 
commission is flooded with former World Bank offi-
cials. It is the Planning Commission that has devised 
and framed policies that encourages an enhanced 
role for the private sector at the cost of the govern-
ment. Private-Public Partnership in the social sector 
is the most favoured instrument to boost the private 
sector. Taking the cue from her husband, Isher Judge 
Ahluwalia had accepted the deputy chairperson-
ship of the Punjab Planning Board in 2005 when 
the Congress was in power. A couple of years later, 
N K Singh, her former finance ministry colleague, 
joined Nitish Kumar’s government as the Deputy 
Chairperson of the Bihar Planning Board. Since all 
Planning Board Deputy Chairpersons are expected to 
attend all meetings of the Planning Commission and 
the National Development Council held in Delhi, the 
emerging New Planners Club will soon become yet 
another non-elected parallel power centre dictating 
the economic agenda. 

■

The Chewing Gets Tough for Maken 
Is Union Sports Minister Ajay Maken fighting a los-
ing battle? Ever since he mooted legislation to reign in 
the sports mafia by fixing the tenure and age limit of 
sports  administrators, an unofficial multi-party power 
coalition is plotting to thwart Maken. The minister’s 
cabinet note suggesting drastic changes in rules and 
regulations regarding sports body elections got a boost 
after the Commonwealth Games scams were exposed. 
Since the Government had no power to remove a 
sports official, the sports ministry brought in a model 
Bill to ensure greater transparency and accountability. 
The new rules will force most sports administrators to 
quit and hand over management to professionals. Cur-
rently, players are treated like dirt while sports man-
agers splurge on travel and hotels abroad. Maken’s 
clean-up crusade has rattled many, including some 
senior political leaders who met recently to chalk out a 
strategy to counter him. But Maken is no Uma Bharti 
or Mani Shankar Aiyar who espoused sports reform 
but were forced to either withdraw or lose their jobs. 
Happily, both youth and his High Command appear to 
be on his side for now.

■

What’s with Thakurs and Minorities? 
Most Congress leaders are baffled over the conduct 
and utterances of AICC General Secretary Digvijaya 
Singh. Even Congress allies are embarrassed with 
his vocal stance on minorities and Naxalites. Now a 
bizarre but interesting explanation for this behaviour 
has surfaced which says that only Thakurs with Con-
gress backgrounds have taken up cudgels on behalf of 
the minorities. Since they are obsessed by religious rit-
uals and most follow a baba or a deity, Thakurs go out 
of their way to prove their secular credentials in the 

party. It began with Thakur 
leaders like V P Singh and 
Arjun Singh. Both chased and 
wooed the minorities. Even 
former Samajawadi Party 
leader Amar Singh made no 
bones about his passion for 
minorities.  Arjun Singh con-
verted his HRD ministry into 
a major source of funding for 
various minority institutions 
and NGOs who promoted 

his agenda. V P Singh lost his prime ministership but 
didn’t compromise on his love for minorities. In fact, 
he firmly believed that only an upper caste Hindu can 
win Muslim trust as they don’t have a national leader 
of their own. Diggy Raja, a distant relative of both 
Arjun Singh and V P Singh, perhaps believes that the 
minority plank is the only way to stage a comeback.

■

Maran Paranoia Comes Full Circle
Union ministers from the DMK are paranoid about 
security and privacy. M K Alagiri and Dayanidhi 
Maran avoid visiting Chennai,  and are also careful 
about government employees who visit their offices to 
handle the maintenance of infrastructural amenities 
like telephones. Until recently, Alagiri was thinking of 
replacing the rotary telephone of the RAX (secret) line 
in his office. Since the Intelligence Bureau handles the 
RAX exchange, Alagiri has decided to use his fingers to 
make secret phone calls rather than get tapped. 
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The bloody wages of 
hapless politics have 
come home to roost 
in the economy. 
For seven years the 
United Progressive 

Alliance government has wanted us 
to believe that inflation stoked by 
its politics was just a phantom that 
could be shooed away. Now in 2011, 
it seems to have recognised that in-
flation is not a benign tumour but a 
malignancy that demands surgical 
sacrifice of growth. As 
if India, with over 500 
million people living 
on less than two meals 
a day, can afford the 
luxury of sacrificing 
growth. Yet in its collec-
tive wisdom, the UPA 
has informed Citizen 
India that it will target 
inflation by shrinking 
growth. The conse-
quence of this prescrip-
tion is that consumption 
will slide, investment 
will dip, incomes will 
fall and job creation will 
suffer. Ergo Indians till 
now agitated about af-
fordability wrecked by 
rising prices and bal-
looning EMIs must now 
worry about growth, jobs 
and income security.

The UPA, which rode 
to power on the promise 
of inclusive growth, has 
delivered inclusive in-
flation. Now it promises 
to address bad politics 
with poor economics, 
the scourge of inflation-
ary politics with con-
tractionary economics. 
Such is the apathy of the 
regime that this lemon 
of “no other option but 
to raise interest rates 
to control inflation” has 
been presented as a fait 
accompli with a prom-
ise of bringing inflation 
down. The embedded perfidy in 
this argument is exposed by the fact 
that despite a record 10 consecutive 
rate hikes in 15 months, inflation 
has stubbornly averaged 9-plus 
per cent since January 2010 when 
the rate hikes were initiated. Such 
has been the magnitude of the 
hikes that banks which paid 4.25 
per cent to borrow from the RBI 
now pay 7.5 per cent. 

Lending rates for corporates 
have naturally shot up to 14 per 
cent and home loans to 11 per cent. 
On the charts, the economy slowed 
down to a 21-month low of 7.9 per 
cent in the last quarter of 2010-11 
and industrial production to 6.3 
per cent in April. Indian stocks are 
now the worst performers in Asia 
and FII inflows which averaged $2 
billion a month are negative for the 

calendar year. On ground zero be-
tween June 2010 and June 2011, 
prices of primary articles have gone 
up by 16.17 per cent, milk by 15 per 
cent, non-food articles by 23.8 per 
cent, fibres or cloth by 51 per cent 
and petrol by 21.23 per cent. Truth 
is there is a limit to the efficacy of 
monetary measures.

When it came to power, the UPA 
rightly recognised the need to ex-
pand social programmes and en-
sure more equitable growth. There 

was no denying the need to expand 
social programmes to deliver edu-
cation and health in the hinterland. 
The UPA needed to initiate deep 
second-generation reforms to de-
liver ability and opportunity to 60 
per cent of the populace living in 
rural India off a fifth of the national 
income. This required political ne-
gotiation, administrative navigation 
and commitment to implementa-
tion. This was a tough task. So in-
stead it chose to practise helicopter 
socialism, throwing money at the 
problems in the hope that some if 
not all of them would go away. 

The elephant in the room is the 
Government and political profli-
gacy. There is little the RBI can do 
when a pelf-drunk UPA is borrow-
ing its way to the vote bank. To 
appreciate the economics, consider 

the arithmetic of its housekeeping. 
In the UPA’s seven years, income 
has doubled and deficit quadrupled. 
In effect, Big Brother who borrowed 
Rs 220 crore per day in 2004 now 
has to borrow Rs 1,142 crore per day 
to meet expenses. Indeed if it hadn’t 
been for the Alka-Seltzer effect of 
the 3G spectrum auction in 2010, 
the hangover of the huge deficit 
would have been far worse. 

Living beyond means has 
consequences and requires one of 

two steps: cut expendi-
ture or increase income. 
The UPA has lived in the 
harbour of hope through 
seven years, trusting that 
growth will bring in rev-
enues to fund its politi-
cal agenda. Now the very 
growth that fuelled the 
ambitious social plank is 
under threat. But there 
is no visible sign of the 
UPA preparing to deal 
with this threat. The 
system is happy to 
dredge out tried and 
tired ideas from the 
landscape of adhocism. 
For instance, establish-
ment economists have 
typically focussed on the 
subsidy regime and tar-
geted the “munificence” 
of the state towards the 
poor and middle class, 
conveniently ignoring 
the subsidies to the cor-
porate sector. The Gov-
ernment gave away as 
much as Rs 5 lakh crore 
to corporates, thanks to 
the plethora of incen-
tives under the exemp-
tion raj. Should India 
not look at ways to trim 
this circus of exemption 
raj? Over Rs 1.5 lakh 
crore in tax arrears is 
locked in litigation. Why 
can’t we clean the slate 
of arrears with one-time 
settlements?

Inflation is an economic concept 
defined as too much money chas-
ing too few goods. But the context 
is political. Inflation control re-
quires more than just monetar-
ism. It requires the deployment of 
policy instruments to propel the 
virtuous cycle of investment, job 
creation, consumption and growth. 
The UPA’s brand of jugaad politics 
has wrecked the virtuous circle and 
threatens to derail the India Story. 
The tragedy is that India’s most 
experience team of reformers—
Manmohan Singh, Pranab Mukher-
jee and P Chidambaram, who 
between them have presented 20 
budgets—has allowed the situation 
to come to such a pass. 

Shankkar Aiyar, senior 
journalist on sabbatical, special-

ises in the politics of economics

THE UPA’S BRAND OF JUGAAD POLITICS 
HAS WRECKED THE VIRTUOUS CIRCLE 

OF INVESTMENT, JOB CREATION 
AND GROWTH, AND THREATENS TO 

DERAIL THE INDIA STORY. 
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THIRD EYE    SHANKKAR AIYAR

Ahluwalia

O P I N I O N

China manages to do to India what it can’t to 
any of its neighbours. All that China has to do 
is play the whispering game, and India and its 
analysts will go apoplectic. From print space to 
hyperbole on television, there is no shortage of 
goose-stepping patriotism on display. Storm 

troopers of Mother India react in decibels that could destroy 
enough brain cells for a ballistic victory. And just as it began, 
it suddenly dies, much like a mid-Western tornado, short in 
duration and big in impact. For this is exactly how the Chi-
nese would want India to react. And that reflects on a serious 
Indian failing. Denying it a rational choice of words, expressions, 
tactics and strategies.

This is precisely what has transpired over a week of China 
letting it be leaked that some dam or head works were in the 
offing on the Brahmaputra while it made its way through Han-
occupied Tibet. It was a testing story, and the Chinese game 
players succeeded in their game of collecting data on Indian 
paranoia, helplessness, verbosity, and an extreme lack of 
imagination. While the Chinese may have laughed to their last 
tipple, this is something that India and its policy makers must 
think about more seriously.

Forget for a moment all the statistics that the economists and 
their camp followers like to produce, only to twist and turn them 
according to the moods. Forget also the vast disparities in the 
defence budgets between the two Asian neighbours. And for-
get that Jawahar Lal Nehru’s egos and fears cost India the 1962 
war along the Himalayas. Think for a moment where India is 

headed, socially, economically 
and politically. And then think 
where China is headed in the 
same fields. And then ask the 
soul as to who is on the right 
side of history, which is sought 
to be made by the vast energies 
released by a new form of glo-
balisation. Also ask the soul who 
features on the good or the bad 
pages of global perceptions.

China is playing a mind game 
with India, and the vast amounts 

of tea and spices consumed by this country do not enable it to 
understand and counter the psychological aspects of the strug-
gle. Instead there is a reaction, so overexcited in nature that all 
lucidity is lost on the tongue, and in the mind. China is playing 
games on the field prepared by the military defeat of 1962. They 
know that a memory obsessed country like India hasn’t yet dealt 
with the causes and consequences of the debacle in the snows. 
And so the Government of India clings to the official report on 
the war, and declares that ‘releasing is not in the interests of 
India’s relationship with China’. Missing for a moment that 
the war made the Indo-Chinese relationship unequal, so what 
else can the Henderson-Brooks report do? Political and mili-
tary ineptitude caused the defeat that has gotten under India’s 
skin. And it doesn’t allow a sound set of options to appear vis-
à-vis Sino-Indian relations.

China is not a benign dictatorship, and is not heading for a 
democratic political order. The fixation with the emperor is too 
deeply ingrained in the Chinese psychology to allow a multiplic-
ity of political options. It still believes it is the middle kingdom, 
and that the world owes it for all the decades lost to war and 
servitude to foreigners. Which then also makes it a xenopho-
bic society. Sounds politically incorrect but these are the driv-
ers of Chinese society. India has a vastly different worldview, 
and follows a very different route to actualise that vision. What 
it needs is a realisation that there is a lot going for it, if only it 
kept its back straight, and options open. There are a number of 
options available to India should China, hypothetically, make a 
dam along the Brahmaputra, and none of them involve hype, or 
conflict. But for that India first needs to believe in itself.

The writer is a security expert and political analyst

India Must Break Out 
of its China Syndrome
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POLITICAL AND 
MILITARY INEPTITUDE 
CAUSED THE 1962 DE-
FEAT THAT HAS GOT-
TEN UNDER INDIA’S 
SKIN. AND IT DOES 
NOT ALLOW A SOUND 
SET OF OPTIONS TO 
APPEAR VIS-À-VIS SINO- 
INDIAN RELATIONS.

The Transparency Revolution Should Enable Next 
Generation of Politicians, Not Tar the Whole Class

That there is a conflict on in New Delhi is 
clear and obvious. The question that seems 
to require an answer is: who are the two 
sides to this conflict and who do they rep-
resent? Or are there more than two sides to 
this conflict?

On the face of it, and as has been presented by the 
media, the struggle for space is between the ‘civil 
society’ and those in the Government. Predictably, the 
sharp focus is on which of these groups represents the 
‘people’. Both sides are currently taking seemingly intran-
sigent positions on the Lokpal Bill. Assuming that there is 
a real desire to crack down on this malaise of government 
and political corruption, both sides need to shift strategies 
and positions.

The Government is confronted by a startling dip in 
popularity. In normal circumstances, a government 
commanding the support of the majority of popular-
ly elected MPs should represent the ‘people’. But this 
movement of Anna Hazare and his colleagues is chal-
lenging that conventional wisdom and seems to be 
getting increasing traction for this.

Predictably, the political leaders are reacting in 
outrage at that challenge to this status quo. Of all 
the political responses, the only one that reflects the 
reality of the transformation that is underway  is the re-
sponse from our Defence Minister A K Antony. He called 
this the transparency revolution and went on to say that 
this is an inevitable reality and will end in changing the 
status quo. He has cautioned everyone to prepare for a 
long haul but inevitable change that will arise from this 
revolution. This is the message that needs to resonate in 
the political class. 

At the same time, the transparency revolution led by 
the Anna Hazare movement needs to understand that the 
approach requires strategic changes, if they are to achieve 
their objectives. Public revulsion to the political class not-
withstanding, their approach should be one of reforming 
politics and ushering a new form. They should not exclude 
politics and politicians. Changes to the structure of our re-
public can only come from inside the Parliament. There is 
no wishing away the obvious constitutional reality of that 
fact. Civil society or citizen power is only relevant in our 
country if they have the power to determine the people who 
enter Parliament and what decisions they take there. Par-
liament then has to perform its oversight role of the Gov-
ernment. This can be extended to an institution of Lokpal 
that performs a probity and anti-corruption oversight role 
of Government. For instance, the issue of Lokpal jurisdic-
tion over prime minister can be articulated as the best way 
for honest prime ministers to resist pressures from Cabinet 
colleagues or political pressures.  That’s a far better way to 
sell this. The transparency revolution should be about en-
abling and supporting the next generation of good politi-
cal leaders and not about tarring the whole political class, 
and thereby, discouraging every good man or woman from 
entering politics completely. The citizens-vs-politicians 
characterisation of this must morph into a citizens plus 
good politicians-vs-bad politicians.

This is the reality: seeds of change have been sown. 
The leadership of this transparency revolution needs 
to make some mid-course corrections that are re-
quired to achieve their goals of reforming politics and 
governance in our country for all. If they are successful, 
then those who sit around and continue to parrot the old 
status quo will find themselves confronted by the brutal 
reality of irrelevance.

The writer is a Rajya Sabha member
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