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THEIR VIEW

T
he International Monetary Fund’s
(IMF) long-awaited update on global
growth was released on 6 April in its

World Economic Outlook (WEO) of April
2021. Its projections were revised slightly
upwards relative to its WEO January update.
The world is now projected to grow 6% in
2021, compared to 5.5% earlier, and 4.4 % in
2022, compared to 4.2% earlier. This is
largely because the global economy is now
expected to shrink by 3.3% in 2020, com-
pared to 3.5% estimated earlier, and because
of a stronger recovery in the US. 

India’s IMF projections for 2021 and 2022
have also gone up from 11.5% and 6.8% to
12.5% and 6.9%. That India would be the fast-
est-growing major economy in both these
years has to be seen in the right perspective.
This rebound is a statistical illusion, the base
effect of the steep fall of -8% (-7.7% as esti-
mated by India’s Central Statistical Office) in
2020-21. India’s average growth across the
three years from 2020 to 2022 would
remain under 4%, compared to 4.2% in 2019.

remunerative prices, subsidies and 
sugar mill arrears catered to farmers in 
their own regions of influence. Simi-
larly, farm leaders in Maharashtra such 
as Sharad Joshi were influential in their 
farm belts, but failed to build alliances 
with their counterparts in eastern or 
north-western India. The Left-backed 
All India Kisan Sabha was mainly inter-
ested in land and tenancy reforms, and 
it did effect changes in West Bengal, but 
failed to extend the gains to other states. 

It was not just affinities of identity or
regional interests, but also the nature of 
demands put forth by farmer unions 
that made their politics exclusionary. 
These groups represented the interests 
of specific crop growers rather than of 
farmers in general. Farmer suicides in 
the cotton belt of Vidarbha hardly 
evoked the same kind of response as 
seen in western UP, where the struggle 
has been to get sugarcane arrears. 
Andhra Pradesh saw tobacco and chilli 
farmers unionize, but they did little to 
join hands with unions in other states. 
One consequence of this fragmented 
mobilization was that scarcely any pro-
test arose when Bihar abolished its Agri-
cultural Produce Marketing Committee 
(APMC) market system (of mandis) in 
2006. Since it was a state where the 
mandi system never worked and it 
contributed little to the central pool 

through minimum support price 
(MSP)-led procurement, its abolition 
did not generate even a murmur of pro-
test in the last 15 years. 

It’s a different matter that the current
farmer protest is largely to retain the 
same APMC mandi structure that exists 
elsewhere. Most north-western states, 
which are the epicentre of the protest, 
are areas with functional APMC systems 
that have been beneficiaries of MSP-led 
procurement operations. This also 
partly explains why there has been such 
a lukewarm response to the farmer agi-
tation in the agriculture-dominated 
state of Bihar or in eastern states where 
MSP procurements are negligible. The 
differences are not just crop and region 
specific, and have led to a fragmentation 
in the voicing of demands of various 
groups within the agricultural sector. 
Most farmer unions, for example, 
seem quite indifferent to the demand of 
agricultural labourers for better wages, 
working conditions and social protec-
tion. Likewise is the case with large 
landholders and owner-cultivators 
vis-à-vis tenant farmers, who remain 
largely deprived of various schemes for 
access to credit and other subsidies. 

India’s fragmented farmer politics 
has not only weakened the agrarian 
movement, it has also made space for its 
manipulation by governments to their 
advantage. Governments have gotten 
away by providing only piecemeal 
solutions to pressing farmer problems, 
whether these relate to indebtedness 
driving tillers to take their own lives or 
inefficiencies of the market structure. A 
short-sighted approach to dealing with 
agrarian issues based on regional self-
interests has also meant that the bar-
gaining power of farmer unions has 
weakened. While the current agitation 
may eventually be successful, a sustain-
able solution to farm distress requires a 
unified movement based on universal 
principles that includes diverse interest 
groups. Only that can ensure better 
returns on farming and strong support 
from the government.

T
he farmers’ protest is now more
than four months old. While this
may be the longest in recent 

times, it is still geographically limited 
to the north-western states of Punjab, 
Haryana, Uttar Pradesh and Rajasthan. 
It is yet to acquire a national character, 
even though the demands made by 
protesting farmer unions have found 
resonance across states. This has hap-
pened despite large farmer protests 
seen in recent years in several agricul-
turally crucial states, like Maharashtra, 
Madhya Pradesh, Tamil Nadu, Chhat-
tisgarh and Karnataka. 

The fragmented nature of peasant 
mobilization has been a feature of 
India’s agrarian politics for the last five 
decades. It is unlike the pre-1947 period 
or the first two decades of independ-
ence, when farmer unions were largely 
unified and led major protests on issues 
like land reforms. Unlike the recent 
phase, with farmer unions organized 
along regional and identity lines, the 
unions back then cut across such 
boundaries. This changing nature of 
ground mobilization is partly due to the 
emergence of unions and leaders who 
raise demands for a narrow set of tillers 
aligned with their own interests. 

While leaders like Mahendra Singh 
Tikait, Charan Singh and Devi Lal were 
seen to hold sway over farmers, they 
were influential in their respective areas 
of operation, chiefly. Their demands for 

India’s divided agrarian politics 
has hurt the interests of farmers
The country’s cultivators would have to join hands across various furrows for their voice to be heard 
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W
ith India in the throes of a
second covid wave, one
that threatens to suffocate
lives and livelihoods again,
it is hard not to recoil in
revulsion from the war 

of words that has broken out in the arena of 
politics over our vaccination programme. The 
country’s seven-day average of daily new infec-
tions has risen above 100,000, worse than last 
year’s peak. Even a faint spectre of a replay of 
our Spanish flu experience a century ago, 
which inflicted far more suffering in its encore, 
ought to have concentrated the minds of all 
those in authority. Instead, we have had a big 
public spat over vaccine availability and access. 
On Wednesday, Union health minister Harsh 
Vardhan slammed our worst-affected state 
Maharashtra for its complaint of a vaccine 
shortage, calling it “baseless” and accusing it of 
a failure to fight the pandemic. He also spurned 
calls from some state leaders to let all adults get 
jabs—instead of just over-45s—as attempts to 
politicize the crisis and cover up their inade-
quacies. Ground reports suggest that while 
some vaccine centres suffer shortfalls, others 
are short of footfalls. Clearly, this exercise 
needs far greater efficiency. And, for that, we 
must lift the shroud of opacity over it. We need 
a data dashboard on our Co-Win platform that 
operates much like a blockchain ledger system 
does: with vaccine capacity, output, supplies 
and doses administered open to granular veri-
fication across multiple points. We also need 
routine updates on side-effects. This way, we 
can at least all be on the same page.

As of now, we only have dribs and drabs of 
information from official sources to go by. 
Supply scarcity is a reality in many places, as 
Harsh Vardhan acknowledged, and vaccine-

maker Serum Institute of India (SII) was 
recently constrained to delay its export com-
mitments, for which its client AstraZeneca has 
sought to haul it up. Yet, it is not clear why we 
do not have adequate vials. SII had 100 million 
doses to start with, and said it would churn out 
60-65 million doses every month of the Astra-
Zeneca vaccine, branded Covishield in India. 
But only a little over 90 million jabs have been 
given across the country since we embarked 
on this mission nearly three months ago. Even 
after accounting for exports of 60 million 
doses, and considering that we also have Bha-
rat Biotech’s Covaxin, we should not be facing 
a crunch. Are wastage levels higher than reck-
oned? Reliable estimates on this remain elu-
sive, but then, so do other numbers. 

An online vaccination dashboard that follows
the principles of collective book-keeping, com-
plete with tally checks, would lend the process 
due transparency. It could even set the stage for 
market mechanisms to act as a catalyst. Real-
time disclosures on side-effects, meanwhile, 
could help allay public qualms. Our data on that
is outdated. On Thursday, our official panel 
on adverse reactions widened its purview to 
include the extremely rare but still scary possi-
bility of a jab recipient developing blood clots 
within a fortnight. A day earlier, the European 
Medicines Agency (EMA) had put out an advi-
sory saying that while AstraZeneca’s vaccine 
was use-worthy against covid, its recipients 
must stay alert to specified clot symptoms and 
doctors should be ready to diagnose and 
treat the ailment. A few dozen cases of it were 
enough for the EMA to research this. Here, too, 
we need an assurance that our health guardians 
are tracking all physiological responses. The 
ideal way to generate public confidence would 
be to keep everyone clued in, not clueless.

Let vaccine data clarity
serve as a booster shot

A big spat over jab availability and access has spotlighted an acute scarcity of information 

on India’s vaccination drive. Let’s set up a data dashboard that is open to wide verification
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The latest economic
data reinforces the

fear that India now faces
the toxic combination of
lower growth and higher
inflation. The solution
to both these problems
lies in more investments
by the private sector.

Companies have not
been spending to build
new capacity. There is
also reason to believe
that they may hold back
on capex even as they hit
capacity constraints later
this year. The problem is
not rising interest rates.
The problem is policy
paralysis. Key reforms
in areas such as land
acquisition and modern
retail have been on the
back burner. Corruption
scandals have vitiated
the investment climate
even more.

The focus of policy
right now is on demand
management, through
plans to curb government
spending and higher
interest rates. But what
India needs right now is
supply-side solutions that
will raise the productive
capacity of the Indian
economy. Policy paralysis
is the big enemy.
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IMF signals
overheating
of economy

BY A SIT RANJAN M ISHRA

asit.m@livemint.com
·························
NEW DELHI

The International Mone-
tary Fund (IMF) cau-
tioned on Monday that

emerging markets such as In-
dia are exhibiting signs of
overheating, which if not im-
mediately addressed could re-
sult in a sharp reversal in the
growth momentum.

Overheating of the economy
happens when the productive
capacity is not able to keep
pace with aggregate demand.
IMF is, therefore, regardless of
the impact on economic
growth, making a case for
steeper rate hikes by central
banks to contain demand and
thereby curb inflationary pres-
sures.

The IMF advisory came on
the same day that showed in-
dustrial growth in February
slowed more than expected.

Data released by the Central
Statistics Office on Monday
showed industrial production
slowed to 3.6% in February
from a revised 3.9% in January,
due to lower growth in manu-
facturing and mines. Capital
goods continued to fluctuate,
contracting 18.4% during the
same month.

HDFC Bank chief economist
Abheek Barua said there are
“severe signs of overheating”
in the economy. “We need to
move to permanent slower
growth for some time,” he said.

Yes Bank chief economist
Shubhada Rao said growth be-
low 9% is not unduly perturb-

ing. “Nine percent growth is
possible when supply-side
economics improves. At pres-
ent, 8-8.5% growth is good
enough, given the current sup-
ply-side dynamics,” she said.

A slower growth rate would
have implications for the
country’s fiscal numbers, es-
pecially since revenue projec-
tions are based on it.

Finance minister Pranab
Mukherjee has estimated
growth at 9% during the cur-
rent fiscal.

IMF in its latest World Eco-
nomic Outlook reduced the
growth projection for India for
2011 to 8.2% from its earlier
forecast of 8.4%. In 2012, it ex-
pects economic growth to fur-
ther soften to 7.8% from its
earlier projection of 8%.

“Growth in India is expected
to moderate, but remain above
trend, with GDP (gross domes-
tic product) growth projected
at 8.25% in 2011 and 7.75% in
2012,” it said.

The composite leading indi-
cator for India for February
continued to point towards a
slowdown, the Organisation
for Economic Co-operation
and Development said in a re-
lease on Monday.

Analysts believe the Reserve
Bank of India (RBI) will be
more focused on containing
inflationary pressures and
would hence stay focused on
rate hikes to curb aggregate
demand. Wholesale Price In-
dex-based inflation stood at
8.31% in February, which is
still higher than RBI’s target of
8% by March.

The central bank has already
hiked policy rates eight times
by a total of 200 basis points
since March 2010. One basis
point is one-hundredth of a
percentage point. RBI’s next
monetary policy announce-
ment is scheduled for the first
week of May.

Rao said the central bank’s
dilemma will be more pro-
nounced now as in the coming
months manufacturing growth
is expected to further slow un-
til it improves in the second
half of the fiscal year. “Higher
commodity and oil prices, and
rising interest rates will have a
deeper impact on the invest-
ment cycle,” she added.

Barua said factory output
data showing deceleration in
capital goods is corroborated
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Warns of sharp reversal
in growth momentum
for emerging markets;
lowers India forecast
for 2011 to 8.2%

Education loan
norms to be
reworked to
cut bad debt
BY D INESH UNNIKRISHNAN

dinesh.n@livemint.com
·························
MUMBAI

M illions of students seek-
ing bank loans for higher

studies and professional
courses may soon get more
time to repay after finding a
job, but those who don’t have
sufficient academic creden-
tials and are getting admission
through other means such as
donation and “quotas” may
find it tough to get money from
banks.

Concerned over a rise in de-
fault rates in loans given to
students, Indian banks are re-
working the existing norms to
give such advances.

The Indian Banks’ Associa-
tion (IBA), the industry lobby
of lenders, has constituted an
expert committee under Indi-
an Bank chairman and manag-
ing director T.M. Bhasin to
modify the so-called education
loan scheme.

This scheme was launched
in 2001-02 by then finance
minister Yashwant Sinha in a
budget announcement. It was
later modified in 2004-05,
when P. Chidambaram was the

TURN TO PAGE 2®

TAMIL NADU POLLS

With party affiliations clear,
no complaints about paid news
BY N IRANJANA RAMESH

niranjana@livemint.com
·························
CHENNAI

The Election Commission of
India hasn’t received a sin-

gle complaint about paid news
in the run-up to the assembly
elections in Tamil Nadu.

That could be because the
state’s media and its political
parties are models of propri-
ety. Or it could be because po-
litical parties own or control
several media vehicles, includ-
ing television channels.

Indeed, there are at least 10
television channels that have
aligned themselves with a po-
litical formation in the
state—some for ideological
reasons and the others for
commercial ones.

Paid news refers to parties or
candidates paying a newspa-
per or channel to carry propa-
ganda (or an advertisement)
disguised as news. The Elec-
tion Commission and the Press
Council of India have been try-
ing to combat this.

But while the Election Com-
mission has had to watch out
for other poll violations, it has
had a fairly easy time tracking
instances of paid news. And it
knows why.

“We haven’t come across a

single case of paid news so far,
and we have been scanning
vernacular media pretty close-
ly,” said the state’s chief elec-
toral officer Praveen Kumar.
“We haven’t received any com-
plaints to that effect either.”

“You know what I think is
the reason? Television chan-
nels. Since most of them are
party-owned or affiliated, they
carry the concerned parties’
election coverage as news or
advertisements, so the parties
don’t see the need to pay for
favourable news,” he added.

Interestingly, the one chan-
nel that two people singled out
for its neutrality was Sun
News, part of Sun TV, owned

by the Maran family, close rel-
atives of Tamil Nadu chief
minister M. Karunanidhi. (One
of the Maran brothers, Dayani-
dhi, is a Union minister.)

The initial growth of Sun TV
was closely tied to the fortunes
of the Dravida Munnetra Ka-
zhagam (DMK), and Kalanithi
Maran made use of his politi-
cal ties well. “Now, Sun TV is
perhaps the only channel in-
dependent of politics because
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Sibal unveils
renewal terms
for telecom
licences
BY SHAUVIK GHOSH &

SURABHI AGARWAL

·························
NEW DELHI

In what could lead to a re-
drawing of the Indian tele-

com sector in three years, min-
ister for communications and
information technology Kapil
Sibal said on Monday that an
operator would have to apply
30 months in advance of the
expiry of its licence for renew-
al. The renewed licence will
only be valid for 10 years, half
the lifespan of existing ones.

On the occasion of his
100-day agenda coming to an
end, Sibal also announced at
the press briefing that the
present licensing system itself
will be recast into four catego-
ries of licences, including a
unified licence and a broad-
casting licence.

Sibal also promised to liber-
alize the existing mergers and
acquisitions norms that govern
telecom operators on the lines
of what was proposed by the
Telecom Regulatory Authority
of India (Trai) in May last year.
Trai had suggested that there
be a minimum of six telcos in
every circle, including one
government-run operator.
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PHARMA DEALS
Sun Pharma and Merck are forming a joint venture to sell generic drugs 
in emerging markets. Here is a list of acquisitions and agreements 
between multinational firms and Indian drug makers since 2006.

Indian firm selling 
stake or business

Value 
(in $ million) Type of deal

Matrix 
Laboratories

Acquisition

Acquisition

Acquisition

Acquisition

Acquisition

Dabur 
Pharma

Ranbaxy 
Laboratories

Shantha 
Biotech

Orchid 
Chemicals

Business 
buyout

Aurobindo 
Pharma

Generic 
development 
and supply

Dr Reddy's 
Laboratories

Generic 
development 
and supply

Piramal 
Healthcare

Business 
buyout

Paras 
Pharma

Claris 
Lifesciences

Generic 
development 
and supply

Cadila 
Healthcare 

Marketing 
joint venture

Sun 
Pharma

Foreign firm buying 
stake or business

Mylan

Fresenius 
Kabi

Daiichi 
Sankyo

Sanofi 
Aventis

Hospira

Pfizer 

GlaxoSmithKline

Abbott

Reckitt 
Benckiser 

Pfizer 

Bayer

Merck 
and Co

Marketing, 
manufacturing 
joint venture

20
09

20
10

20
11

20
06

20
08

736

219

4,600

783

400

Not 
disclosed

Not 
disclosed

3,720

726

Not 
disclosed

Not 
disclosed

Not 
disclosed

Source: Mint research

>Dalits, youthmay tilt the scales >P12
>The clash of the titans >P13
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>Sun Pharma,Merck in generics deal >P4 >Alliance to yield long-term benefits >P18
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INSURANCE: Irda chief Narayan
on agency model >6

PHARMA: Automatic approval of FDI may
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WSJ: NYSE board rejects
Nasdaq takeover offer >27

Screen associations: There are at least 10 television channels that have
aligned themselves with various political formations in the state.
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Their hands are tied 
not by ropes but by 

the greed of the 
intermediaries that 

the system has generated, 
who eat up the farmer’s 

income while it is on 
its way into his hands.

FAR AAZ KAZI

is RBI chair professor in 

macroeconomics, ICRIER

The farmer protest not spreading 
countrywide is a reflection of 

the changed nature of agrarian 
politics in India. Unlike around 

independence, it’s divided along 
regional, identity and other lines.

This has left Indian farmers 
without a sufficiently strong 
voice. They need a unified 

movement based on principles, 
one that speaks for all, if their 
distress is to be addressed.

Q U I C K  R E A D

for 2021-22 made two months ago, prior to
the covid wave currently on the ascent. The
output loss is likely to be significantly worse
than what IMF numbers indicate. Average
growth in 2020-21 through to 2022-23 is
likely to be below 3.5%. 

Another monetary policy headache that
may lie ahead is having to respond to capital
outflows arising out of a possible strong US
recovery, inflationary pressures and rising
interest rates in America, as the IMF has
highlighted in its latest WEO. Were that to
occur, RBI might well be placed in the unen-
viable position of having to cope with the
‘impossible trinity’, of balancing a second set
of conflicting objectives, with domestic and
external policy requirements pulling in
opposite directions. 

The priority that RBI has attached to
smooth financing of the government’s huge
borrowing programme during the current
fiscal year also shows in its monetary policy
statement of 7 April. It apparently does not
want the Centre’s borrowing needs to crowd
out private borrowers while India’s economy
is still in recovery mode. It has signalled a
willingness to intervene aggressively in the
bond market to support the government’s
borrowing requirements, and also to mop up
excess liquidity if and when warranted.  

cal responses to the covid crisis. Clearly, the
pre-covid crisis in India’s banking system
needs to be resolved expeditiously to
improve the potency of monetary policy. 

The conflicting objectives of growth and
inflation would need to be balanced going
forward as well. RBI expects inflation to
remain above 5%, in the upper range of its
target of 4% +/- 2%. Hence, its price-stability
worries are unlikely to diminish. It is signifi-
cant that it has advised the government to
reduce taxes on petroleum products to
relieve some pressure. It has also flagged

concerns over India’s
economic recovery in
view of the current covid
resurgence. It is perti-
nent to note that RBI’s
growth projection of
10.5% for 2021-22 is a full
2 percentage points
below what is projected
by the IMF in its WEO
April update. The IMF
projections appear not to
have factored in the covid
resurgence in India. It is
equally surprising that
RBI has reiterated its
growth estimate of 10.5%

fallen largely on monetary policy, with both
the nominal and real repo rates falling over
this period. This accommodative monetary
policy, however, did little to stimulate credit
growth and private investment, as its trans-
mission channels are clogged on account of
a ‘twin balance sheet’ problem. The banking
system is burdened with a big load of non-
performing assets, which, according to RBI’s
latest financial stability report, are expected
to rise sharply again during the current year.
This makes banks extremely cautious in
extending fresh credit. The counterpart of
non-performing loans is
distress in corporate bal-
ance sheets, which
makes firms hesitant to
borrow. In these circum-
stances, fiscal policy is
likely to be much more
effective in stimulating
growth and investment
than monetary policy.
The IMF’s WEO has
pointed out that larger
output losses and weaker
recoveries in emerging
markets relative to
advanced economies are
on account of weaker fis-

The output loss relative to the pre-covid
growth projection is one of the largest
among major economies. The strong
rebound is a classic illustration of the pro-
verbial dead cat bounce—the harder the fall,
the bigger the rebound on hitting the floor.

On 7 April, Reserve Bank of India (RBI)
governor Shaktikanta Das announced that
the central bank’s monetary policy commit-
tee (MPC) had decided to keep its key policy
rates on hold. This was on expected lines, as
it had to balance the conflicting objectives of
upward pressure on inflation and supporting
a recovery from the covid-related economic
crisis. Raising rates at this juncture was out of
the question. A lowering of the repo rate, cur-
rently at 4%, was also unlikely because that
level is already very low—indeed negative—
relative to consumer price inflation, which is
trending upwards. Even if one were to take
the average of wholesale price inflation
(which is trending much lower) and con-
sumer price inflation in India, RBI’s real repo
rate works out to less than 1%. 

The economy has been weakening over
the last four years. Gross domestic product
(GDP) growth has declined continuously
from 8.2% in 2016-17 to 4.2% in 2019-20,
even before the sharp fall of 7.7% in 2020-21.
The burden of stimulating the economy has

The IMF’s outdated outlook and our policy challenges
ALOK SHEEL

The high growth projections 
of the IMF and RBI for India 

look odd, as the strong revival 
they indicate seems to overlook 

the damage that a big covid 
resurgence is likely to cause.

RBI faces conflicting policy
goals. It must not only push 

growth without stoking inflation, 
but also balance domestic and 
external policy requirements if 
the US economy strengthens.
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