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Having worked as a journalist, it is a great pleasure for me to join you in honouring and remembering a journalist as highly regarded and as loved as Harold Wincott.
And this is indeed an opportune time to do so. Wincott devoted himself to establishing the case for, what he termed, a “liberal capitalism”. Recent events, and the ways in which governments have had to step in, lead us all to once again visit the questions he wrote about. What is the proper ambit of the State? To what extent will the pursuit of private interest automatically lead to the public good? What is the role of regulators, and how have they been discharging their duties? 
Today, to these we would add new, and allied questions, questions that had not erupted during Wincott’s years. How have rating agencies been doing their job? And financial analysts? And journalists too? For all of them have done their bit to inflate the bubble that has now burst.
Moreover, in view of recent trends in journalism – ever so visible in a country like India -- I am sure that it is important for us to remind ourselves of, and emulate, three traits that distinguished Wincott and his work. 

These days, when “news” and even “analysis” have been reduced to a sound-byte, it is well to recall Wincott’s thoroughness, his regard for facts: he is reported to have described his work as that of collecting facts the way a squirrel garners nuts for winter.
Even more important, we must hold before ourselves Wincott’s intellectual courage. As has been widely noted, he argued the case for “liberal capitalism” when “socialism” and its derivatives were the domineering intellectual fashion. Governments, as well as the dominant intellectual majorities are so often wrong that societies must learn to treasure the solitary voice that is prepared to stand apart as “a minority of one.” 

Above all these, in a profession in which, as in so many others, jostling and back-biting are all too common; in which the claim now is that “we are in the infotainment business”; in a profession that is today plagued by incestuous relations with the subjects we are to monitor – be they rulers or businessmen, we should remember, and emulate Wincott’s independence, his qualities of heart, his gentlemanliness. At a time when so many journalists go about their job as if they were lawyers, ready to espouse either side of a proposition for a fee, we should remember Wincott’s integrity. Of how many writing today would their colleagues be able to write what Wincott’s Editor, Sir Gordon Newton, wrote of him?

What made Harold such a great journalist, to many people a peer without equal in his own field? There can never be any one answer to this. He was a kind man. He was a completely honest man. He felt things deeply. He never wrote a word in which he did not believe. And, given these qualities, his writing came as it were from the heart, so that even those who disagreed with his views found him compulsive reading and respected him. His career is an illustration of how sincerity exerts its own influence. 
Words that were so apt for Wincott are a good measure for each of us: to the extent that others regard the words as applying to us, to that extent we are being true to our profession.
The subject
I have been asked to speak about the lessons that can be gleaned from navigating Reforms in India. Five features stand out about the course that Reforms have taken in India.

By mid-80s, “socialism” had institutionalized stagnation. But the political class was so much a prisoner of old slogans; power and patronage had so congealed around the devices that “socialism” had legitimized – controls, rationing and allocation by government departments, administered prices – that the rulers wouldn’t institute the obvious changes even as the consequences were staring everyone in the face. Persons like me who in the mid-sixties argued for liberalization were traduced as “agents of capitalists”, as “World Bank/IMF men”. 

On top of stagnation, India faced bouts of extreme balance of payment constrictions: in 1956/57, in 1965/66, again in 1980/81. The response of the rulers was unvarying: they went in for even more “socialism”; they tightened the controls even more; they added yet more loops to the regulations. But then the fount from which the ideological rationale for these controls and regulations flowed, that began drying up. As the Communist system came apart, as countries of East Europe – some of which had been hailed for decades in India as exemplars of industrial excellence – began to disintegrate, finally as the Soviet Union itself broke, in a word as the Marxist Quran got disowned in its own Mecca, the critics became bewildered. But even then, correctives were not set in motion. 

It took a complete breakdown – in India’s external account – to furnish that weak and imprisoned political class the excuse to do the obvious things. That is the first feature: we commenced Reforms late: in 1991, that is more than 12 years after Deng Xiaoping triggered them in China. This late start has been one of the major causes for the vast distance that has come to be between China and India during the last two decades. 
Second, while routine “reforms” – computerization of the customs and revenue departments, dematting of shares and the like – have, of course, continued to get done, Reforms of the more basic sort have been implemented only during two phases: during 1991-93, the first half of the Prime Ministership of Mr. P.V. Narasimha Rao, and during 1997-2004, the Prime Ministership of Mr. Atal Behari Vajpayee. As against these, Reforms in China have been more or less a continuous pursuit.
Third, the nature of steps that need to be taken has changed over the years. In the first phase, just abolishing some regulation – abolishing the requirement that you obtain a license before producing anything, before importing anything, even before exporting anything, and this in a country that was in desperate need of foreign exchange – was itself a leap. It liberated. But by the second round of Reforms, it was not enough to issue a decree. Privatization affords a typical contrast. In the first round, a minority of the shares that were held by government in State-owned enterprises was sold in the market. [Hence the name “Disinvestment” for privatization in India.] Management and control continued in government hands. That this was no remedy became evident soon: the proceeds from sale of government equity disappeared in the fiscal hole to finance governmental deficits; the character of the enterprises remained governmental – bureaucratic and unaccountable; hence, inefficient and uncompetitive. In the second round, we strove to actually transfer ownership and control to private hands. The quotient of resistance was naturally much greater.    
Fourth, during the last four years, when what many christened as a “dream team” of reformers has been in place, Reforms have been at an almost complete standstill in almost all sectors save one, civil aviation. There is an obvious lesson in this stoppage, and I will come to it. But one lemma can be noted at once: do not make-believe that because a set of rulers have been known to you, because they have studied at colleges and universities similar to the ones where you have studied, because they are from your social circle, because they have mouthed Reform in private conversations with you, they will actually press ahead with what is required. Look at what is actually happening, at what they are actually doing.

Fifth, and perhaps most important, the Reforms that have taken place in India have been in economic policy. Almost nothing has been done to improve administration, to improve governance. Indeed, in these spheres, there has been an alarming deterioration over the last three decades. By now, incompetence, the abandonment of norms and shame, as well as the consequences of this abandonment and deterioration – corruption, terrorism, vast swathes of the country ceasing to heed the writ of the Indian State, the clogging of institutions – have fallen so low that they are bound to arrest, in my view they already are arresting economic growth. 
Once again, a lesson is obvious, and while I will return to it, one aspect should be noted at the outset. In the West, Reform has meant doing things in the economic sphere; and in this, it has meant getting the government out of the way, enabling markets to develop and function. In many spheres this is necessary, and, indeed, sufficient: I mentioned the instance of abolishing industrial and export/import licensing. But in many spheres, even in spheres in which we tend to think that private enterprise has done all the work on its own, that is not the complete story. For instance, IT and IT-enabled services have been one of India’s conspicuous successes. And there is no doubt that the overwhelming credit for the success goes to private entrepreneurs and the young professionals. But they were greatly helped by the infrastructure that government created for them. Government established 39 IT parks: an entrepreneur could just “plug and play”. Almost 80 per cent of IT and ITES exports came from firms located in these parks. In many other spheres, the need for a definite, active role of the State is even clearer. Indeed, in these spheres, the State is indispensable for the markets will just not do the job on their own. A country like India, for instance, has to contend with extreme privation. In a country in which three hundred million people are living in extreme poverty, can a government absolve itself of responsibility and leave them to fend for themselves in a sea of impersonal “market forces”? Could it survive in a democracy, could the structure of the country itself survive? In what sense would it be a government if it did not attend to even the basic needs of persons in such extreme distress? 

Apart from basic reasons for attending to extreme poverty, even tactically you cannot neglect it.  Without making efforts to alleviate it, even if these efforts are only partly successful, you just cannot implement other reforms in a democracy: it will be ever so easy to enflame the poor, “The Government cares only for the rich,” get them out on the streets, and have them bring everything to a halt. But one cannot alleviate extreme privation through “zero interference”. “Reduce deficit”, “reduce deficit” – that was the standard prescription of so many visitors. But how will extreme poverty get reduced by just reducing the deficit? Indeed, were the government to focus on this objective alone, and wholly succeed, the poor may in the meantime become so upset that they choke the streets, bring populists to power, and thereby trigger an even larger deficit.
Hence, the focus on just reducing the State, on just clearing the way for markets is not enough. In the circumstances of a country like India, as much attention, in fact more has to be on salvaging governance, on ensuring that the State and its institutions function efficiently. 
There are three lemmas to this. First, we should not get taken in merely by rates of GDP growth, and the like. We must ascertain how the institutions of State are functioning. Second, we cannot put our faith in the pursuit of private interest alone. Third, we would be wrong to equate clearing the way for private creativity and entrepreneurship with “minimal government”. The issue is not “less government” or “more government”. But effective government. In India today, this requires reform in many spheres and at every level – from rethinking the Constitutional and electoral systems under which we function down to improving the way the thana, the local police station functions.
That is the basic lesson. It is one that has been fatally neglected in India. I flag it at the outset as, in the limited ambit of this lecture, I shall not be able to deal with it. In what follows, I will focus on Reforms in the economic sphere alone.
The circumstances in which Reforms have to be carried out

Policies – for instance, subsidy regimes; arrangements – for instance, licensing systems; enterprises – for instance, that a large number of them are under governmental ownership, have consequences that extend beyond the immediate ones: discourse, politics, ultimately power – to block things even more than to get things done – congeal around them. The ones who are influential at a particular juncture are the beneficiaries of things as they are. They are liable to be dislocated by change. For this reason, among others, Reform is unlikely to come about from within a system. To cite an instance, a major problem in India today is that a large number of persons with criminal backgrounds have become members of legislatures. It should be the easiest thing in the world to amend the law so that such persons do not qualify to stand in elections. Now, see why this does not happen. One of the basic laws that govern elections in India is the Representation of the People Act, 1951. Section 8 of this Act sets out conditions that will disqualify legislators from being members of a legislature. Sub-section 3 of section 8 of the Act lists a number of crimes and provides that if a person is convicted for any of them, he shall be disqualified for six years from the date of his conviction, and, if he is imprisoned, for a further period of six years after his release. The – deterrent as well as actual -- effect has been totally undermined by the self-serving text of sub-section 4. This sub-section provides that, “Notwithstanding anything [in the earlier sub-sections] a disqualification shall not, in the case of a person who on the date of conviction is a member of Parliament or the legislature of a state, take effect until three months have elapsed from that date or, if within that period an appeal or application for revision is brought in respect of the conviction or the sentence, until that appeal or application is disposed of by the court.” Which fool will fail too file an appeal in three months? And, what will his incentive be, once he has filed an appeal? To go on getting the hearings adjourned, and elongated, and derailed till his term comes to its natural end! This loophole is so large that no one can miss seeing it, and being embarrassed by it. Yet, it cannot be plugged. And that for a simple reason: a large number of those who must vote to plug it are ones who will be out of legislatures the moment they vote the change. Exactly the same condition comes in the way of initiating economic reforms. Governmental enterprises are inefficient. They have to be privatized. The decision to do so has to be taken by the Cabinet. But the Cabinet consists of ministers – for each of whom these enterprises are part of his current empire… 
That difficulty – that the decision to change vests in the hands of persons who would have the most to lose were the change to come about – is generic. It is compounded by a string of related features that characterize Indian public life today, features that place a veto in the hands of smaller and smaller groups.

As politicians have had less and less to commend themselves, they have stoked narrower and narrower identities. As a result, the electorate is splintered into tiny fragments. Ninety nine per cent of the members of the Lok Sabha, the Indian equivalent of the House of Commons, have been elected by a minority of those entitled to vote; 92 per cent have been elected by less than 40 per cent of electors; 58 per cent by less than 30 per cent. Seventeen per cent have found their way in by securing votes of less than 20 per cent of electors. There are members today who have got in even though they received the votes of just 11-12 per cent of electors in their constituencies. The condition in legislatures of our states – and many of our states are larger than most countries of Europe – is much worse. With the electorate splintered to such an extent, a politician has the maximum incentive to frighten, cajole, mislead a tiny fragment of the people, and thus get into the House. In turn, he is beholden to smaller and smaller numbers: as a consequence, the number whom a reform will dislocate has to be smaller and smaller for their representative to feel compelled to block it. 
A splintered electorate has resulted in splintered legislatures: today, the Lok Sabha has thirty-nine political parties! Most parties are gangs or bands around individuals and families. While trying to see a reform through, persuading the “broad masses” will not get you very far: you must, in addition, in fact even before attempting to reach out to those masses, cajole, humour, persuade the controllers of these parties. But each of these chieftains feels compelled from time to time to demonstrate to his flock how powerful he is: in a typical case, three years ago, the central Government decided to disinvest some of its equity in the Neyveli Lignite Corporation; the chieftain in Tamil Nadu, ministers from whose party had been present in the Cabinet meeting when the decision was taken, declared that this would not be allowed; the Cabinet had to meekly reverse the decision!  

As governments are cobbled together from the legislatures, they are mere aggregations of splinters. The current coalition consists of fourteen political parties – and even that conglomeration was wholly inadequate for it to claim a majority in the lower House; and so it had to seek the help of Communists. Nor is it just that there are this many parties in a coalition. Each partner other than the largest one has one common interest: to weaken the core – the largest party around which the coalition is structured -- of the coalition. For the weaker the core, the more power his faction, his party, the controller of that party comes to have.
 
The results are inevitable. To begin with, complete unaccountability. A person like me who has spent much time exposing corruption is driven to giving up: corruption has grown to a scale that has been unimaginable even till a few years ago. The Prime Minister looks on helplessly: ministers openly tell their officers that they are in office not because of the Prime Minister but because of the head of their party in the state from which they come. Moreover, as the Government is splintered, and can be brought down by any number of tiny clutches, policies and programmes have to be crafted to please smaller and smaller clusters of voters; reforms have to be put off lest they offend smaller and smaller numbers. Subsidies – for food, fertilizers, petroleum products, and the rest – eat away a large proportion of the budgets of central and state governments. Reports upon reports of the Planning Commission, of the Comptroller and Auditor General have been showing for decades that these subsidies do not reach the targeted beneficiaries.
 Yet, no government dare curtail them. Quite the contrary, populist policies and programmes have become the order of the day: some years ago, the Government used to organize “loan melas” – “loan fairs”, in which loans would be distributed at public meetings without any verification at all of the creditworthiness of people who had flocked to rake them away. But that was years ago. This year, the penultimate year before elections, the Government has waived off loans to the entire agricultural sector all together – and this in the face of stern recommendations by the committees it had itself set up that waiving loans in general is not the way to help farmers in distress. But even that does not give a measure of the consequences that the splintering of the electorate and governments is extracting. Who would have thought that a Government headed by this “dream team” of “reformers” would direct ministries to make allocations taking religion into account? That it would direct banks to advance loans by taking religion into account? And yet that is precisely what has been done – and care has been taken to plant stories in the media to let people know that this has been done as a result of a directive from the Office of the Prime Minister himself!  
The third debility is what Professor S.E. Finer had called “adversarial politics”.
 In India, there is a consensus in practice – so that whenever a group is in office, wherever it is in office, it attempts to do the same sorts of things. But when it is in opposition, where it is in opposition, it strains to block the same measures. We have the Communists in West Bengal garnering credit for implementing reforms in the state that they are blocking at the Centre. In a typical instance, challenged to come up with the Government’s thinking about reforms that should be made in our archaic labour laws, I began enumerating the changes that should be made; the Congress party MPs repeatedly heckled me, till I disclosed that I was only reading out the Industrial Policy Resolution that had been issued by their own Government in the state of Maharashtra! Similarly, two successive Finance Ministers of our Government worked hard to enact the Value Added Tax – as this would have consequences for shares of states in revenues, the negotiations were tortuous and prolonged. By the time the proposal was ready to be put into effect, the Government had changed. The Congress-led coalition was in power. The BJP-led coalition was in Opposition. The former implemented the exact same proposal. The BJP-ruled states were directed by the central leadership to oppose it, and not implement it in their states! On insurance and pension law reform the position has been the reverse. The BJP-led Government had advanced proposals for reform. In the case of the pension system – a system that faces an imminent crunch – that Government had introduced a Bill to make the required changes in the law. In the first four years, the BJP was willing to help the present Government enact the changes. The Manmohan Singh Government refused to accept help from a source it was proclaiming to be evil. Now, given the wholly immoral manner in which the Confidence Vote was secured – votes were purchased – the Government wants help to enact these reforms. But no one will offer it.
Disabling though it is, even the splintering is a minor part of the problem. Of much greater consequence is the nature of the political class today. A shameful number of our legislators have criminal records and backgrounds. Four members of the present Cabinet are undergoing trials for corruption and murder – one of them had to go straight from his ministerial office to jail upon being convicted of murder; a second time round, he absconded – a minister of the central Government of India disappeared, and our Government, with all the police and intelligence agencies at its command, said it could not trace him; this went on for two weeks – till the man obliged and “surrendered” in his hometown at the head of an enormous procession. He has since become the Chief Minister of one of the richest states of India, Jharkhand… The Communists had been propping up the Government of Manmohan Singh. They withdrew support. Manmohan Singh had to establish that he still had the support of the majority: it isn’t just that votes were purchased, and that there were enough MPs who were available for trading purposes, four MPs came to Parliament straight from jail to vote for the Government – they came from jail as they are serving sentences for murder… You will infer the general level of the political class from the fact that none of these things surprises anyone in India now. That is what the people know politicians to be.

You would not expect Reforms to be among the priorities of such a class. And, unfortunately, the knowledge of the average legislator about what needs to be done to, say, enable India to compete with China, is little better.   

The consequences are at once manifest. First, as we have “the Parliamentary System”, the Executive is selected from among legislators. As a result, in a Cabinet of sixty-odd members, you would have just about six or seven ministers whom you would give jobs in any organization you controlled. Second, while, as I will suggest in a moment, what will happen to a Reform depends a great deal on the Prime Minister, the fact is that no Prime Minister can afford to wholly disregard the clamour of the general political class: it can overturn his Government inside Parliament; it can choke the streets outside. 
Reforms are also derailed by lack of knowledge of another kind. In a vast and varied country like India, among the subjects about which the political class knows as little as anyone else is how “the people” feel about an issue. But when politicians lose, they blame the steps that were being taken to change things, in a word Reforms. The Vajpayee Government had but to lose in 2004, and persons within the Alliance began to blame Reforms. That was nonsense, of course. How could it be that Reforms had secured a thumping victory for the Alliance in Punjab, and wiped it out in adjacent Haryana? That they worked for the Alliance in Chattisgarh, Madhya Pradesh and Rajasthan, and wiped it out in adjacent states – U.P. and Jharkhand? How is it that in Gujarat one reformer was swept in to office and in Andhra another reformer was wiped out? That in Gujarat the Reforms worked for the Alliance and in neighbouring Maharashtra against it? That in Karnataka those Reforms enabled the BJP to secure the maximum number of seats ever, and the same Reforms caused a debacle in adjacent Andhra? Obviously, the explanation for the electoral outcomes must have lain elsewhere. For the politician, however, the thesis was enough: not just persons in the Alliance that had lost, most in the Alliance that had, to its surprise as much as to the surprise of others, won, were scared off Reforms. 
An unexpected obstacle
Three of the other obstacles that reformers have to vault over deserve to be listed as observers would expect each of them to be an asset for, an ally of Reforms. 
The first of these is the business class. In the normal course, we would expect it to be among the principal votaries for Reform: after all, entrepreneurs are the ones whom controls and the rest had shackled. But the class as a whole is still under the spell of the license-quota raj. The core competence of many a business house still is the ability to manipulate ministers and civil servants. They manipulate these functionaries for tweaking policies and decisions to secure an advantage for themselves, of course, but they exert even harder to ensure that rivals are kept down. I found again and again – both in steering reforms in the Telecom sector as well as while privatizing State-owned enterprises -- that the strongest motivation was to ensure that a rival did not get ahead. The moment it seemed likely that company X may succeed in its bid to acquire an enterprise, a vicious campaign would be mounted against it – in Parliament, in the media: forged letters, fabricated allegations, the works. 
Just as our leaders were for “Socialism for the masses”, many of our entrepreneurs are for “Liberalization in all sectors except mine”. You and I may be impatient to privatize an inefficient government-owned enterprise, seeing what it could do in better hands. But many an entrepreneur will go by the enormous convenience of having an inefficient government-owned enterprise in his sector: he can earn easy rent. 

Ever so often, the attitude is the one that a passenger has for one of our over-crowded rail compartments. When the passenger is out on the platform, he adopts every stratagem, he tries to push through every opening to get in. Once he is in, he uses every device to keep others out. Thus, to take an instance, the four dominant English-language newspapers, which have often scolded governments for not opening up the economy faster, are the very ones that have consistently blocked permission to foreign papers to print editions in India. “National interest will be jeopardized,” they say. These are the very papers that have made nationalism a dirty word in India. These are the very papers that, day in and day out, are full of features and news stories from the very papers and news agencies whose entry they thwart. Similarly, the ones who block one of the reforms most urgently needed in India today – liberating higher and technical education from controls and restrictions – are the very ones who have set up teaching shops: shops that have abysmal standards of instruction, but which, in the absence of better institutions, are able to fleece students of extortionate sums. 
One well-known problem in executing Reforms is that those who are liable to benefit from them are diffuse and scattered, the benefits that are liable to accrue to them lie in the indefinite future; on the other hand, the dislocations that Reforms are liable to cause are here and now; the ones Reforms are liable to dislocate are concentrated – in industries, in tight geographical areas; they are liable to be organized. The problem is compounded in India by the fact that each of the major labour unions is linked to some political party or the other, and these parties are always on the hunt for issues by which they may stoke protests and the like. Reforms, therefore, require a lobby – a lobby for excellence, a lobby for specific changes, a lobby for Reforms in general. 

This lobby can only consist of those who are building a new India – entrepreneurs and the middle class. The latter is not organized as a whole. Entrepreneurs do have associations and federations: but over the years, instead of aspiring to be an alternative government, they have become event managers for whoever happens to be occupying offices of State at the moment. 

Moreover, the frame of reference for most of our businessmen is not the system but their own, immediate interest. Fear is one of the factors: for our politicians and civil servants do not hesitate to use investigating agencies and enforcement bodies as private troopers – to fix persons who do not do their bidding. But temptation is the greater explanation. Most of our businessmen would rather cut a private deal with the concerned minister or civil servant than work to change the system that is hobbling all of them together. Indeed, most of them would not think twice of the harm they may inflict on institutions and mores by the deals they cut. Consider corruption. It is not a scandal. It is cancer. It perverts policy. It robs the best ideas of legitimacy. We were not able to reform labour laws for the country as a whole. Nor were we able to immediately upgrade infrastructure in the country as a whole. The obvious solution was to earmark some areas as Special Economic Zones, and execute the changes in them. By the time the proposal was to be put into effect, the Government changed. But in the ensuing months, the whole exercise was converted into a real estate speculation racket. Another good idea had been given a bad name. More than undermining specific policies and proposals, corruption drains the State of legitimacy. Now, the primary responsibility for corruption lies with the political class. But, we must also bear in mind that no bribe has been received before it has been given. But few businessmen will spare a thought for the meta-effects of the bribes they give. As Reforms were brought to a complete halt during the last four years, and I remonstrated with our industrialists, “Why aren’t you speaking up?,” one of them said, “Sir, who cares for Reforms? What is there to prevent us from doing what we want?” When another person standing along with us mentioned the amount of money that was being pocketed, this very person said, “What is wrong? We are making tons of it. If they want some of it, just throw some chanda [alms]. What is the problem?” That it is cancer, that it will eat up, that it is eating up the State – that is hardly anybody’s concern.
Another unexpected obstacle
In few countries is speech as free as it is in India. Moreover, the media is peopled largely by the young. We would, therefore, expect them to be natural advocates of Reform. Alas! Several characteristics of the media propel it to be an obstacle.

To start with, discourse seldom goes beyond the slogan. “Capitalism versus Socialism,” “Right versus Left” – every proposal is put in one box or the other, and disposed of accordingly. This tendency is compounded these days by sound-byte journalism: “Sir, are you for the privatization of BALCO? Or against it? Sir, in brief.” Policy options are thus reduced to “yes” or “no”. All too often, a proposal is smeared by association: This proposal is another reform; Reforms are Globalization; Globalization is immizerization of the people… This is yet another proposal in the Government’s programme of Privatization; Stiglitz, the Nobel Prize winning economist, has said, that Privatization has been accompanied by corruption… 
At the best, we get “balanced journalism” – “Minister X says privatizing BALCO will make the company more competitive, and thus secure jobs… Mr. Y, on the other hand, is convinced that doing so will lead to a loss of jobs…” And the fact is that an argument is always at hand for not changing. In the rare instance in which a governmental enterprise was making profits, the Opposition would shout, “It is doing well. Why are you bent on privatizing it?” – that it will make even greater profit, contribute even more to taxes, that even more jobs would be created if it were to function more efficiently, no one wanted to consider. When, as was usually the case, the enterprise was making a loss, the argument would be the opposite: “But if you try to sell it while it is in the red, you won’t get its full value. Why not turn it around first, and then invite bids?” – that half a dozen attempts had already been made, and several hundred crores had already been poured in to turn it around, no one was prepared to consider. Both points of view covered, the journalist moves to the next “story”. Everything comes to have two sides. At the least, national resolve is dissipated: people are dissuaded in advance from putting up with any dislocation for the change. 
The difficulty is compounded by what has come to be the very nature of “news”. The media will be full of stories of inefficiencies of the way things are. But the moment you change them, journalists will rush to the person opposing the changes, to the workers who have opted for the Retirement package, to allies of the Government who are opposing the reform. 
By now an even greater problem has arisen: even sound-byte journalism seems old-fashioned now. Superciliousness has become the reigning ideology of many newspapers, and TV channels. “Life style journalism” – that is the new pursuit. But in a democracy, the people have to be informed. That is especially so in regard to measures that will cause dislocation, that will require them to change their ways. Informing people requires that details be presented to them – again and again, till they sink into them, and uproot settled notions. But ever so many papers and TV channels today regard themselves as being above such “academic” stuff.
A Janus
One of the advantages today is that, while Delhi has become more or less paralyzed, the focus has shifted to states. Reforms can be pursued at that level. And when something gets done in one state, there is definite pressure on others to follow suit. That is the advantage.  But the other side to the matter is that most states are in the same condition as the Centre. The result is that while the Centre has been more than willing, for instance, to devolve decisions about and resources connected with several schemes to the states, the latter have been loath to take them on. As a consequence, proposals to decentralize grain procurement; to reform agricultural marketing laws so as to help farmers; to unbundle power generation and distribution; to execute power projects expeditiously; to reform the public distribution system; to consolidate and transfer Centrally Sponsored Schemes have got nowhere. 
It is a fashion today to say that Reforms should be “inclusive”. But, in our Constitution, each of the sectors that would ensure immediate benefits to the rural areas, to the poor are in the states’ or the concurrent list. These sectors include Agriculture; Irrigation; Health; Education; Rural infrastructure, in particular rural roads; Drinking water; Electricity; Housing. When you implement Reforms but there is no improvement in these, the people are easily led to believe, “They are only worried about the industrialists.” The Left as well as the activists get the ammunition to shout, “Reforms are elitist.” 

There is a problem of another sort. One of the principal steps that can be taken today to push Reforms is to reshape allocations among states so as to hugely reward the ones that carry through the changes that the country needs.  The problem is that the Centre has become weak vis a vis the states – not because of any changes in laws or the formal distribution of powers under the Constitution but because the Government at the Centre is a coalition – and the controllers of the constituent parties are regional satraps. The current formulae by which resources are allocated between states – the decades-old Gadgil and Mukherjee formulae, for instance – allocate the overwhelming proportion of funds by population, relative poverty, etc. The result is that a state that has failed to implement family planning programmes, a state malgovernance by whose rulers has kept its per capita income below the national average – these are the states that are favoured by the existing formulae. They also happen to be the largest states – ones that send the largest number of members to Parliament, for instance. Shifting allocations to performance thus becomes very difficult. In fact, that difficulty comes in the way of almost every scheme. A reformist government at the Centre may make the best of schemes. Gujarat, because it is well governed, will rush and take advantage of them. States that are ill governed, say Jharkhand, won’t. And the shout will go up, “These reforms/schemes are only for the well-to-do. They are only increasing inequalities.” 
Hence, while the fact that focus has shifted to the states indicates one way forward, it is a two-edged circumstance.
Consequences
First, Reforms, even when there is a pressing need for them, just don’t get done. A succession of Finance Ministers have announced plans to reform the Public Distribution System; to bring down government equity in banks; to open up sectors like insurance more aggressively; to overhaul the pension system – but none has been able to make any headway on any of them.
Second, every step in getting a reform through is a real tussle. That you get to the next stage is often just a matter of chance. The insurance sector provides a ready example. The stated position of the Bharatiya Janata Party had been that Indian private companies shall be allowed into the sector, but FDI would not be allowed. But when, Yashwant Sinha, the Finance Minister, started examining the issue, he found that the floor which had been prescribed for Indian firms – namely, that they must invest Rs. 100 crores or above – would mean that only a handful of Indian firms would qualify to enter insurance. The stipulation would, therefore carve the sector into oligopolies for a few. Moreover, he found that, such governmental firms as were there in the insurance sector, were still offering a very limited range of insurance products while the world over insurance had become a very specialized universe: very many types of products were on offer elsewhere, many types were needed, but our nationalized firms had not developed them. He felt that we needed an injection of expertise for this purpose also. He came to the conclusion that some FDI will be necessary. A note was accordingly submitted to the Cabinet. It met with enormous opposition. It seemed that the proposal would fall through. The Prime Minister intervened: let us set up a Group of Ministers to examine the issue, he ruled. And he nominated the then External Affairs Minister, Jaswant Singh, to head it, a senior Minister who has been a sturdy champion of Reforms. Furthermore, the Prime Minister named only those ministers to the Group who were in support of the proposal. The Group held only one meeting. It introduced two conditions: while companies will be allowed to repatriate dividends and profits, they will not be allowed to repatriate premia; secondly, the majority shareholding would remain with Indians.

A Group of their colleagues, a Group selected by the Prime Minister himself, having examined the issue, the proposal did not now encounter the kind of opposition within the Cabinet that it had in the first instance. The Cabinet approved it. A Bill to amend Insurance Act was introduced in Parliament. Even at the Introduction stage, the Left opposed it vehemently. The Bill was referred to Parliament’s Standing Committee on Finance. By chance, that Committee at the time happened to have as its Chairman a Congressman who was himself for the change. The Left members filed a stern dissenting note. 

In spite of the efforts to block the Bill, the Government was able to get it through the lower House as it had a majority in the House – that is why it was the Government in the first place, after all. But it did not have the requisite numbers in the upper House. Accordingly, it needed the support of the main opposition party, the Congress. A series of meetings now commenced with the Congress. The Congress insisted that Foreign Direct Investment be limited to a maximum of 26 per cent. That limit was accordingly incorporated in the legislation. Second, the Congress insisted that no “financial engineering” be allowed as had happened in Telecom in which, while the formal limit had to be kept at 49, by pyramiding companies like SingTel had been able to acquire effectively a higher stake in Indian companies. To get the proposal through, the Congress had to be accommodated on both counts. Changes were introduced in the Government Bill as Government amendments. The Left called a General Strike all over the country. Eventually, the Bill was passed. 
Two points are noteworthy. First, at that time, the issue became a matter of life and death for the Government as well as for several sections of the Opposition. The changes that were made, and because of which a number of insurance companies, Indian and foreign, do a thriving business in the insurance sector, are not even an issue today. In fact, many a person who so stoutly opposed the proposals at the time, will not be able to say how many private and foreign companies operate in the sector today, what share of the business they transact. That is a very important lesson: once a reform is pushed through, even critics forget about it!

But the other lesson is equally important. Recall that the Congress insisted that no more than 26 per cent foreign equity be allowed in the sector. The FDI limit was accordingly pegged at this level. In the normal course, the Government changed. P. Chidambram, the Finance Minister of the Congress-led Government since then, has wanted to raise the limit to 49 per cent. He has not been able to do so. 
Although, I am listing the consequences of the impediments and not the lessons, I will anticipate the next section, and list another lesson as it springs from the insurance sector itself. Those days, wherever the Finance Minister or other ministers in charge of economic ministries would go, they would be accosted, “Will the insurance sector be opened up?” It was as if nothing else that was being done – much of it in the face of comparable difficulties – mattered. I find that this sort of fixation is characteristic of many observers, in particular of many foreign lending agencies and financial analysts. But making one item a test case of the will of Government is misleading. Indeed, once it becomes known that this is the reform on which foreigners have zeroed in, those who want to embarrass the Government, target this very reform. Hence, don’t judge the Reform process just by one issue.
But to get back to the consequences of the impediments. Even when a reform is proceeding, it is liable to take very long. Procedures take an enormous amount of time, and a reform can be killed in the by-lanes. The banking sector offers a typical example. During the socialist wave of Mrs. Indira Gandhi, banks were nationalized. The law nationalizing them provided that government shall hold 51 per cent or more of their equity. To meet Basel II norms, the Government had to ensure that our nationalized banks enlarged their capital base. Stretched as it was, the Government was unable to provide the capital on its own – it had also come to the conclusion that government equity should be reduced and the banks taken towards greater autonomy. Accordingly, it had to allow the banks to go to the market. But over the years, government holding had already been brought down substantially. There wasn’t much headroom. Hence, the then Finance Minister, Yashwant Sinha announced in the Budget of 2002 that Government equity will be brought down to 33 per cent. Knowing well the gale that he would have to contend with, he assured Parliament that the public sector character of the banks would not be diluted, that it would be retained by law – government would retain by law the power to appoint the Chairman as well as other Directors; it would retain the power to give directions – for example, directions those obliging the banks to give prescribed proportion of their advances to priority sectors. 

The Cabinet approved the proposed amendment to the legislation.

The Left opposed the Bill even at the Introduction stage. The Bill was sent to the relevant Standing Committee of Parliament. It never came back. 
But even if the legislation comes back from committees like the relevant Standing Committee, it may come back with its teeth missing. The Fiscal Responsibility and Budget Management Act, 2003, illustrates the pattern. Deficits had become a major problem. Finance Ministers were unable on their own to ward off the demands of ministries and states. It was felt that they should tie their hands by law – that would give them a reason in law to stand firm. Hence, in his Budget of 1999 Yashwant Sinha mooted the idea of enacting a law that would prescribe ceilings to the deficits that the government could incur. Legislation was accordingly prepared providing that, inter alia, the revenue deficit would be reduced to below 3 per cent of the GDP by 2008/09. 
For the law to be an effective instrument, it was necessary that all targets be part of the law, and not of Rules under the law. So that, if a government were being lax in adhering to the targets, it would have to come to Parliament and have the law amended. As usual, the Bill was sent to the Standing Committee. That Committee diluted this vital part of the Bill: targets were put under Rules. The Finance Minister had to accept the dilution, as the proposal could not be got through without support of the major opposition party. The consequence was not long in coming. In the very first Budget, of 2004, that he presented on behalf on behalf of the new Government, Chidambram postponed the target of bringing the revenue deficit down to 3 per cent of the GDP from five years to six years. Since then, even that date has been pushed farther away. What is worse, huge, truly massive expenditures have come to be listed as off-budget liabilities. We see here a two-step attenuation. First, the Parliament and its Committee diluted the proposal. And then, as it is the Government that in effect controls Parliament – that is why, as we have noted earlier, it is the Government – the Government has had no difficulty in circumventing the reform. 

But things do not end there. Even if the Parliament passes a reform proposal, even if the Government is, in fact, keen to implement it, other meteors may strike. When socialism was all the rage, every cobbler, to recall Joan Robinson’s telling analogy, was sought to be penalized for being the only cobbler in the village. Every entrepreneur was looked upon as a potential, if not actual monopolist, and thus, by definition, an exploiter. Government had, therefore, armed itself with anti-monopoly legislation. A Monopoly and Restrictive Trade Practices Commission had been set up, and was one of the instruments through which governments drove industry into submission. Although Reforms were commenced in 1991, it was only in the Budget 1999 that the Finance Minister announced that the MRTP Commission would be replaced by a Competition Commission, that the old anti-monopoly law would be replaced by a new law whose object would be to promote competition. A Committee of Experts was set up to draft the law, and flesh out the change. A note was prepared and submitted to the Cabinet. A Group of Ministers had to be set up to whet the proposal. At last the Cabinet approved the proposal. The intricate task now commenced – that of drafting the proposed Competition Law. The draft law was introduced in Parliament. Parliament referred it to a Standing Committee. Eventually, in January 2003, Parliament passed the law. The Competition Commission of India was established in October 2003. A Chairman and one member – both civil servants of long standing – were appointed in that very month. 

This had hardly been done and writs were filed in the Chennai High Court and in the Supreme Court. The main ground taken was that the Commission was to be headed by a civil servant when the functions that it was to discharge were quasi-judicial in nature. Arguments went to and fro – for over one and a half years. The Supreme Court delivered its judgment in January 2005. It held, inter alia, that the Chairman should be a judge, not a civil servant. A Bill to amend the law to do so was introduced in March 2006. It is still “under consideration” of Parliament.

No Chairman has been appointed. The solitary member busied himself holding workshops, participating in seminars. By now, he too has retired. Hence, as I type, there is no member, there is no Chairman. Moreover, several sections of the law – in particular, those dealing with carrying out investigations and with regulatory work – have not been notified at all – that is, even if the personnel to man the Commission were to be appointed tomorrow, these parts of the law would not be operational. In a word, Reforms were commenced in 1991. The proposal to replace the old, restrictive, negative law with a more liberal, forward-looking, positive law and to constitute a Commission were mooted in the 1999 Budget. A decade has gone by and we are still hobbled by MRTP Commission and law, a law passed in 1969 – at the height of “socialism”. Thus, even when a reform has at last been passed by Parliament, meteors can strike it down.
And then, of course, governments change. Parties which, often for no reason other than the fact that they were in Opposition, had been shouting against the reform, are catapulted into office. They are constrained by their rhetoric to stop or reverse, at the least to hedge the reform with conditions – with conditions that in effect kill the reform. As a consequence, all too often, after a spurt, reforms get halted, even reversed. Even as many of the senior-most leaders of the then Opposition used to compliment me in private for the privatizations that the NDA Government was engineering, often telling me that I should just press ahead, disregarding what they were saying in public, that “You are the only one who can see this through,” when they came to office, they had to hedge the programme with so many ifs and buts that privatization has been brought to a complete halt under this Government. Reforms in the telecom sector are what triggered the explosive growth of this sector in the last decade. Several of them have been undone – some of the worst practices in regard to tendering, practices that had been cleaned out, have been reintroduced. The crucial reform – that of virtually abolishing licensing and replacing it by a universal license – has been nullified. In several sectors, there has been actual reversal of the reforms that were instituted. A typical case is the reversion to the Administered Price Mechanism in the petroleum sector. Prices of diesel, kerosene, cooking gas become a political football. Changing even the price of aviation fuel and petrol – commodities that can hardly be said to be items that the masses use – becomes a major political exercise. Accordingly, Yashwant Sinha and Jaswant Singh, two who served as Finance Ministers in the previous Government, strove hard to move the Government away from the Administered Price Mechanism – within a band, oil companies were to be free to fix prices of petroleum products according to market forces. The new Government, with its “dream team” of reformers, took to fixing the prices administratively again. The result was predictable: as oil prices shot up in 2006-2008, the Government stood paralyzed; the oil companies were pushed to the wall; the Government had to compensate them; it took to issuing bonds to them. It kept these bonds – like several other items – outside the Budget. The fiscal deficit was pushed to a dangerous level. On the other side, the oil companies took the bonds to the banks to borrow for their immediate needs – and thereby sucked liquidity out of the system. This factor in turn contributed to the severe liquidity crunch that Indian industry faced in October, November 2008. 
A few lessons
While our system of governance is said to be a “parliamentary” one, governance is Presidential. The Executive is the Executive precisely because it controls the Parliament. And, in a sense, the party or conglomeration in power has no alternative to the one it has chosen as Prime Minister. In the end, therefore, everything turns on the Prime Minister. In the first phase of Reforms, it is the then Prime Minister, Mr. Narasimha Rao, who backed reforms. When he got into difficulties – a Confidence Vote had come up in Parliament; some MPs were paid bribes to support the Government; the bribes were nailed; a case ensued – Reforms slowed down to a crawl: the Finance Minister was unchanged, other economic ministers were the same, but they could do little to push Reforms. During the Government of Mr. Atal Behari Vajpayee, I witnessed first hand how everything in the end turned on what the Prime Minister would decide. Time and again, Mr. Vajpayee had to, and did risk opposition, time and again he staked the continuance of the Government on a proposal. Again and again, colleagues in the Cabinet would argue, “But this will cost us votes… It will alienate such and thus section… People don’t understand the reasons for our pressing ahead with this…,” and he would respond, “To unhe samjhaanaa chaahiye… Desh ke prati bhi hamara kuch daayitva hai” – “Then, we should explain things to them… We have a duty towards the country also…” “But let us postpone this for two months,” the critics would persist. “The elections in Gujarat are just round the corner… This will have a bad effect…”  “Some election or the other is always round the corner…,” Atalji would say, and ask, “Has someone even mentioned this proposal in his speeches at the rallies of the Opposition?” 
Because of factors that we have seen earlier -- the splintering of the electorate, of the Parliament – every proposal is liable to be opposed – on the streets, inside Parliament. The Prime Minister alone can decide how much he will risk to push the reform through. But even short of wholesale opposition outside government, his leadership is also indispensable because of the way the government is organized: each Ministry is a freestanding silo; each has a veto. While there was a separate Ministry for privatization, the enterprises that were taken up for privatization continued to remain under the jurisdiction of the administrative Ministry concerned. They were not just part of the Ministry, they were part of the empire of whoever happened to be the Minister at the moment. Almost invariably, he was loath to part with the enterprise. The proposal could move forward only because it was known that the Prime Minister supported the privatization programme, and that every step of the decision had been taken in his presence and with his approval. 
Nor are ministers the only ones who are liable to drag their feet. Civil servants are just as comfortable with the way things are: the enterprises are as much a part of their empires as they are of the transient Minister. And the civil servants are very eager instruments. Given the inclination of the minister, they are only too eager to show their usefulness by creating obstacles. In the privatization of hotels – each and every one of which was making losses -- we were driven to a position where we had to wait upon a “no objection certificate” from every creditor of each hotel, that, in effect, meant every chicken supplier!
 Hence, the importance, not just of the Prime Minister but also of the Prime Minister’s Office. When the Prime Minister is respected or feared, a quiet word from his Principal Secretary to the Secretary of the line Ministry that he ensure that his Minister does not create obstacles would see the proposal through. When, as is the case today, every other Minister regards the Prime Minister as a lightweight, when his principal officers are also looked upon as merely decent persons, everyone wields his veto.
The point is that the Prime Minister must have clout, and even more so moral authority, and he must be willing to use these. What we have to look for in this regard is: “Does the leader have a core?” Are there things that he will do irrespective of the costs that you tell him are likely? Are there things that he will just not do whatever the advantages you show him are certain? Many so-called reformers, in fact, believe in nothing: they are not willing to stake anything for any proposal. And so they end up making speeches about the need for reforms, not steering reforms to consummation. 
But a Prime Minister cannot take on a fight with one colleague after another every day. Hence the vital importance of two other drivers: the Finance Minister and the head of the particular Ministry in which the subject falls. In India, the Budget is a very restricted exercise. The Finance Minister prepares it, in consultation with the Prime Minister alone. In addition to government accounts, expenditure and tax proposals, it will list many general elements of economic policy and Reform. Thus, it is in the Budget of 1998 that Yashwant Sinha announced the Government’s attention to bring down government equity to 26% “in the generality of cases” – save railways, atomic energy, defence. This became the overall mandate for our Ministry. 

Incidentally, that the exercise is so restrictive has another aspect also, an entirely avoidable aspect, but one that impinges on the course of Reforms. Once the person who has been the Finance Minister is shifted to another Ministry – as happens ever so often – he is completely cut out from the exercise. His experience, the reasons on account of which he had announced this reform rather than another, nothing is availed of at all. In theory, the civil servants could provide the continuity. But ever so often, they are busy humouring the new Minister by helping him “differentiate his product”. 

Often, it is but right that those implementing Reforms dig in their heels. But equally often, the alternatives must not be posited as “either/or”, but as “and also” or something in between. All too often, foreign advisors and observers also make the mistake of urging the “pure” alternative. “But you are the Minister for both – privatization and Telecom. Why are you not privatizing these behemoths under the Telecom Ministry itself, the BSNL and MTNL?” visitors would remonstrate. There was no Indian company or group that could have bid for them. But that was a subsidiary reason. I saw in the continuance of these enterprises in government hands an opportunity. These two large corporations had been held back over the years. That had certainly worked to the advantage of the private players. With competition at bay, the private players were charging extortionate rates for their calls – in effect, Rs. 28 to 30 per call: Rs. 14 to 15 to the person making the call and an equivalent amount to the person receiving it. Here was an opportunity for a two-pronged lunge. On the one hand, I gave the governmental unit an absolutely free hand and worked to get concessions and facilities for them that would enable them to compete effectively in the market. And I encouraged them to beat the hell out of their private competitors. The BSNL and MTNL expanded their coverage with a vengeance. They lowered call rates every few months. This, and of course the intensified competition among themselves that had resulted from other steps, goaded the private telecom operators to lower their rates. Today the call rates are the cheapest in the world. Our experience in managing our foreign account has been similar. My friend, Bimal Jalan, the former Governor of our Reserve Bank, correctly points out that fully fixed rates brought Southeast Asian countries to their knees; fully flexible rates brought Latin American countries to their knees. In India, the stratagem of securing “flexible but managed exchange rates” has stood the test of a decade of considerable turbulence. In a word, just as sometimes one must dig ones heels in and insist on a reform unalloyed, sometimes one should look for the intermediate solution.

Similarly, when you can’t privatize State-owned enterprises, you can open up the sector to private participation. The State-owned enterprises will either have to shape up and match the competition or their customers will vote with their cheque books and go elsewhere. This strategy has stood us in good stead both in the banking and civil aviation sectors.
Foreign agencies – the IMF and World Bank being good examples – are all too prone to urge standard, one-size-fits-all, “purist” reforms.  In some countries, I take it on faith, the situation is so extreme, and the need for help from these agencies so desperate and evident that the political class can pass off a reform by saying that there is no alternative to accepting help from these agencies, and unfortunately these agencies are insisting on these measures. That is certainly not the situation in a country like India. Quite the contrary. One of the surest ways of minimizing the chances of a reform is to trace it back to a body like the IMF or to the “Washington Consensus”.  But even though these agencies play a much diminished role in setting the agenda for Reforms, other observers – rating agencies, international consulting firms, financial analysts, to say nothing of foreign journalists and academics. – do have a substantial effect on determining which reforms are pursued at what pace. For this reason, I do feel that those urging Reforms, and laying down “roadmaps” must also be subjected to retrospective analysis and review. How do the IMF’s conditionalities and the World Bank’s changing nostrums look in retrospect? When the Southeast Asian crisis broke out, the advice that was forced upon the countries by economists and others was purist: “We must let those who made bad decisions go under; that is the only way mistakes will be avoided in the future; the market is a learning mechanism.” And now? How do the bailout plans of today look in the light of the nostrums that were pedaled to us? The same goes for rating agencies and their rankings. How come so little was ever reported by them about what was happening to the environment in China; about the breakdown of the education and health infrastructure in China’s rural areas; about the “floating population” of 120 million; about product quality, and the practices and corruption that are now hitting consumers of Chinese products? Similarly, notice what was being written about the miracle turn-around that Musharraf and Shaukat Aziz were said to have worked in Pakistan, and how the economy is teetering on the verge just months after they demit office. As for financial analysts and foreign institutional investors, what with the way the bubble has exploded, we do not have to press the point about the reforms they were urging – “Why are you people still dragging your feet on full capital account convertibility? Why aren’t you going faster on financial innovation? Look at what others are doing with derivatives...” In a word, some introspection, some modesty are in order among external observers and advisors also. Academics must record and document the advice that was insisted upon, and how things have turned out in practice. That may embarrass some reformers but it will help the cause of Reforms in the long run.
But to get back to reforms and the mistakes we make at home. When a reform goes wrong, as will happen ever so often, we must be prepared to openly acknowledge that error, and immediately correct it. In India, as had happened elsewhere, when the Telecom sector was first opened up, the initial licensees bid too high. They ran into difficulties. The sector would have collapsed. In spite of the worst allegations, the operators who had taken on obligations they could not fulfill were relieved of the obligations, and the regime was changed to a revenue sharing one. The private players survived, the sector became a hallmark of the new India. 
Often, a mistake, even a wrong decision deliberately taken – for instance, to benefit a particular business house -- can be put to work. There were a score of different types of Telecom licences – depending on technology, type of service, location, user.... One axis along which the licensees differed was whether they offered fixed line services or cellular services. A new category was brought in – through the backdoor, that is without going through the process that was mandatory for other operators. One of India’s largest industrial houses was given permission to start a Wireless service in a “limited loop” – it was made out that this was not really a wireless service akin to what the cellular operators were providing, that what was being offered was just an extended cordless phone of the kind that consumers use inside their homes. Given the reputation of the industrial house as well as the very high stakes that were involved, the matter became a ferocious controversy. Proponents of the new technology – in this case, the CDMA -- insisted that nothing wrong had been done, that the mobility that was being offered was strictly “limited” to a very narrow range from the fixed phone. Opponents argued the opposite – that the service was indistinguishable from the regular cellular service, that the permission that had been given was wholly illegal, and I should cancel it altogether. There was no doubt that the service was indistinguishable from a cellular service, and that the permission had been given by the backdoor – and so we made the industrial house pay what they would have paid had they been given a license in the normal case: this was a huge amount; plus a huge penalty for misusing the permission which had been given them. But I also saw an opportunity. I used the controversy to replace the score of different categories of licences with a universal license: by obtaining this at a low fee, any operator could provide any service to any user anywhere in the country using any technology. 

The main thing, of course, is to see the principal structural reforms through. But one must not sit down helplessly if one cannot prosecute them. When we cannot proceed as a rhino, we must proceed as a swarm of bees – do a host of small things, and always in the name of Reforms. When, by a complex interplay of corporate maneuvers and ministerial opposition, we were prevented from privatizing two large petroleum distribution companies, we set about privatizing a series of small hotels. In his report on financial sector reforms, Raghuram Rajan has shown that just because the Government is not able to move on banks does not mean that it should sit down. He lists a series of small steps that can be taken. These will ensure that changes that are sorely needed will get done. They will keep up the momentum of Reforms. He shows that doing so marginal a thing as amending laws and regulations so that warehousing receipts can be used as collateral by could result in $ 30 billion of credit being given to the agricultural sector. Similarly, large volumes of credit can be channeled to small and medium enterprises if the trade receivable claims they have on large firms are converted to electronic format, accepted by large firms, and sold as commercial paper. The point is to keep up the momentum, and to link each step to the overall design and message of Reforms.
Next, given the ease with which people can be brought out on the streets in India, given the general level of acquaintance with issues among our legislators, governments and ministers must explain, explain, explain. Every opportunity to discuss the issues concerned with the reform at hand must be welcomed. During four years, I answered several hundred parliamentary questions. Parliament discussed privatization in full debates a dozen times: by comparison, it did not hold a single debate on the Five Year Plan, or the defence environment around the country. The last four debates had to be closed incomplete. Rules require that at least ten per cent of the members be present for a debate to proceed: that is just about 54 members are needed in the 540 member lower House; just about 25 in the 250 member upper House. Even that many were not present. That was great progress: for it meant at one level that we had succeeded in exhausting the members, they realised that we had answers for the criticisms they were liable to make. In a word, every opportunity must be seized to explain. But, there are two other sides to this business of explaining. First, the ones to whom we want to provide the information must be willing to receive it. I well remember meetings of the BJP when it led the coalition that was in power. “Our constituents don’t understand why governmental enterprises are being handed over to big industrial houses,” our MPs said. It was decided that I should brief them separately. I was eager to do so. Meetings were scheduled. At the first meeting about 50 of the 400-odd MPs from the two Houses came. The meeting went on for over two hours. They said, we should hold another meeting as they wanted to understand the answers to other charges that the opposition parties were spreading among the people. About 20 MPs turned up for the second meeting. At the end of the meeting, in response to their urging, a third one was scheduled. Six MPs turned up… Second, while governments must explain, those to whom explanations have been given must be willing to go by reason and evidence. If, as is so often the case in India today, whoever is in Opposition takes it to be his function to block and oppose whatever it is that the government is proposing, no amount of explaining will suffice. 
Even though it is generally true that our legislators are more or less indifferent to reason and evidence, my own experience was that reason and detailed documentation do help. At every turn, the critics would demand, “But why do you not first give a revival package to this enterprise? Selling it is not the only alternative.” In our Ministry, we made diligent efforts to gather data on how much had been given to each governmental enterprise to pull it back from bankruptcy and what the results had been of that exercise. This turned out to be a more difficult task than might be imagined: neither the Finance Ministry nor the administrative Ministries in whose charge the enterprises were had the data. But, once we were able to piece the figures together, once we could show that in the cases in question “revival packages” had been provided six, seven times, and the enterprises had gone from woeful to awful, the argument was not pursued. But there is the other side to this lesson too. Precisely because governments can’t stop themselves from continuing to do the wrong things, they do not keep a tab on results of such pseudo-reforms. To confine myself to the example of revival packages, I have had occasion to ask three successive Finance Ministers, “How much has been given to our governmental enterprises by way of revival packages? What was the expectation when the package was given? What has happened as a result of the package?” No data were forthcoming. The lesson is that whenever a reform is put in place, we must keep a meticulous account of what we hope to achieve through it. And at the very outset we must provide in the reform itself that information about the results that accrue from the change will be placed in the public domain at intervals that too should be specified at the very outset. 

But in our societies, specific reforms are not the only things that are opposed. Reforms as such are ever so stridently denounced. Liberalization-Reform-Globalization-Immizerization, these have been fused into one swear word. Accordingly, even more than establishing the case for individual proposals, we must garner facts to counter the general denunciation to which Reforms are subjected, that they have, in fact, led to the immizerization of the masses. Even in equable times, there is always a mindset, one that resists change. Management experts refer to it as the IRI, the Instant Rejection Instinct. This is compounded by fashionable progressive-ism: the dogged determination among many in India, for instance, not to believe that the proportion of the population living below the poverty line has fallen. We have to counter this – with facts and figures, with scrupulously gathered, scrupulously truthful facts and figures. 

In addition, we must beam the world to India. We must beam China to India. We must beam the best that has been accomplished in parts of India to the rest of India. 
For reasons that have been listed earlier – about meteors that can descend from quarters other than legislatures, ministers, the bureaucracy – we must engage the judges, in particular. Hardly any among them would have been inside a factory. Just as hardly any of them would have actually tackled a mob, to say nothing of having faced fire from a terrorist. They have just no experience of situations about which they have to hand down verdicts. We have to acquaint them with what modern technology requires; with what our country has to do to compete with the rest of the world. As sitting judges will not come to our seminars and workshops, we should engage them through their social circle – through retired judges, through senior advocates. 

All this must be done, of course. We must reason. We must adduce evidence. We must persuade. We must engage the judges, the trade unionists. But in the end, we must just do it. I well remember something that Nigel Lawson said when he came to India at our invitation. There is a consensus in practice, he said. You will never get a consensus in words. So, do not wait for a consensus to be acknowledged. Pursue the reform in the confidence that a consensus will congeal ten years from now around the new constellation that you would have helped bring about. 

For that to happen, it is imperative that the person in charge must be a person of unquestionable integrity. At least in a country like India, there is no limit to slander that opponents may paste. All sorts of allegations will be hurled as the reform proceeds. Nor is it just a matter limited to opponents – all too often, people want to believe the worst: that exempts them from improving their own conduct. It is the job of the Prime Minister to place such persons in charge of Reforms that just no allegation will turn out to be true. Even that does not guarantee that no allegation will be hurled. It is, therefore, just as necessary that the person charged with advancing a reform should also be of a particular bent of mind: at the least, he must look upon facing up to smears as one of the ingredients of the job. 
But his character and record are just the backdrop. Every step he takes in the furtherance of the reform must be completely transparent. When this has not been the case – recall the recent controversies and violence over acquisition and transfer of land in West Bengal and other parts of India – a good idea has got a bad name. And not just that: the cause of Reforms as a whole has suffered.
In conclusion

The question naturally arises: “If Reforms have been so much a stop and go affair, if they have been at a standstill for four years, how is it that India is doing so well?” The answer is simple. Indian entrepreneurs and professionals have enormous potential. The Reforms that have been carried out have cleared some space – it is in this clearing that these two classes have been able to forge ahead. The limited Reforms do not exhaust the potential. They just show how much more could have been achieved, how much more can be achieved if the momentum of Reforms is kept up on the one side – and thereby entrepreneurs and professionals get ever widening space to work their talent and skills – and governmental functioning are improved on the other. 

Today, a moment’s notice is not required to write out a list of reforms that are needed to carry India forward. But three things about the list are apparent from the foregoing.

First, the most urgent task today is to salvage general governance. Hence, no set of purely economic reforms will improve the lives of the people. No set of purely economic reforms will suffice even to sustain economic growth.

Second, for reforms even in the purely economic sphere to be carried through, the classes that are making the new India – the entrepreneurs and the middle class professionals – have to weld themselves into a team of advocates. For wider reforms – those in governance – to get anywhere, these classes must step outside their specializations and devote at least a part of their creativity, energy and financial muscle to the public sphere.

Third, whether economic reforms will be resumed in the near future; whether general governance will get the attention it urgently requires will depend on the outcome of the elections that are due early next year. Will they yield a Parliament less splintered than the present one? What sort of a coalition will assume office? Will it command a larger majority in the Parliament than is the case now? Within that coalition, will the core – the largest party around which the coalition is structured -- be stronger or weaker? Who will be the Prime Minister? What sort of a team will he choose? What will he be prepared to stake to affect improvement?

Open questions…  
� I am very grateful to my friends, Yashwant Sinha and Bimal Jalan for sharing their experience with me for purposes of this lecture. The former as Finance Minister and the latter as Governor of the Reserve Bank of India pioneered and fought doggedly for a wide range of Reforms. 


� I have set out the detailed figures and their consequences in The Parliamentary System: What we have made of it, What we can make of it, ASA, Rupa, Delhi, 2007.   


� Beginning with Mid-Term Appraisal of The Ninth Five Year Plan, Planning Commission, Government of India, New Delhi, October, 2000, in particular pp. 161-63, 483-86. Some of the later reports are summarized by me in Where Will All This Take Us? Denial, Disunity, Disarray, Rupa, The Indian Express, Delhi, 2008, in particular pp. 520-44. 


� C. f., Adversary Politics and Electoral Reform, S.E. Finer (ed.), Anthony Wigram, London, 1975. See also, H. W.R. Wade, Constitutional Fundamentals, The Hamlyn Lectures, Thirty-second series, Stevens, London, 1980.


� I have enumerated some of the loops through which we were made to pass in, Where Will All This Take Us? Denial, Disunity, Disarray, op. cit., in particular Chapter 14. 
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