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Our challenge will be sustaining
rapid growth after fiscal 2022-23

Investment and consumption must spurt for the economy’s base effect not to spell deceleration after two years of fast expansion

ALOK SHE EL

is a retired Indian Administrative Service
officerand former secretary, Prime
Minister’s Economic Advisory Council

ollowing a 6.6% contraction in real gross

domestic product (GDP) in 2020-21, the

Central Statistics Office (CSO) has provi-

sionally estimated that headline growth

in2021-22recovered smartly to 8.9%.

Further, in its April 2022 World Eco-
nomic Outlook, the International Monetary Fund
(IMF) projectsthat India would grow at 8.2 % in
2022-23and 6.9 % in 2023-24. (For comparison
with other countries, the IMF’s growth estimates
for India during calendar years 2022 and 2023 are
8.9% and 5.2% respectively). The IMF expects India
tobe the fastest growing major economy during all
threeyears. Is this the much talked-about
“V-shaped recovery” that has at long last put the
faltering Indian economy back on track?

The headline numbersneed tobe seenin per-
spective. They derive from the base effect of two
successive years of sharp decline: growth of 3.7% in
2019-20 and shrinkage of 6.6% in 2020-21, when
the economy reeled under the shock of astringent
covid lockdown. When thisbase effect is factored
in, the numbers show thatinreal terms, India’s
GDPlast fiscal year wasjust 5.7 % higher than what
itwasin 2018-19, yielding an average annualized
growth ofjust 1.9% over that three-year period.

AV-shaped recovery is usually defined as one
thatrecoups outputloss. The IMF’s latest projec-
tionsforoureconomy, however, translateinto a
permanent output loss of 4.9% over fouryears onan
assumed conservative trend/potential growth rate
(the average of the two years preceding the pan-
demic) of5.1% perannum. The World Bank’s esti-
mates of 8% and 7.1% respectively point toasimilar
output loss. On the other hand, more recent esti-
mates by the Organization for Economic Coopera-
tion and Development (OECD) 0f6.9% and 6.2%

translate intoa farhigher outputloss.
I

Sum of parts versus the whole
Key indicators of India’s economic growth suggest a performance worse than what headline

growth figures show.

Indicator

Rice production 100
Coal production 100
Crude oil production 100
Cement production 100
Steel consumption 100
Commercial vehicle sales 100
Private vehicle purchases 100
Cargo handled at major ports 100
Cargo handled at airports 100
Passengers handled at airports 100
Railways net tonne kms 100
Railways passenger kms 100
Exports of goods and services 100
Real GDP 100
*2018-19: Base year

Calculations of output loss are
potential ortrend-growth estimate. As thisisa
moving target, itis difficult to determine. The
baseline of 5.1% used above includes 2019-20,
when growth was well below potential (3.7%).
India’saverage growth during the five years prece-
ding the covid outbreak (2015-19) was 6.6%. I this
is taken to be India’s potential /trend GDP growth
rate, the output loss is 12.6%. Itis widely believed
that India’s GDP growth was overestimated under
the revised GDP series, as it was not corroborated
by ahost of alternative indicators strongly corre-
lated with growth. If the five-yearaverage is low-
ered from 6.6% to 6%, the estimated permanent
output loss comes t09.5%,. Thisisamong the high-
estin G-20 economies. Bearinmind that this out-
sized loss in output and growth potential in recent
yearsisreflected in measurements of economic
activity that arestrongly correlated to growth.

While unemployment ratesfluctuate, as people
keep exiting or entering the labour market, amore
robust and durable medium-to-long-term meas-

ure of employ trendsis th, ry’s labour
force participation rate. Data from the Centre for
Monitoring Indian Economy shows that this fell
secularly from 47.7% in January 2016 to 41.9% in
March 2020, and further to 40.19% in April 2022.
The number employed hasnot risenin absolute
terms since January 2016, even as our population,
and consequently the labour force, has increased.
Moreworrisomeis thatatover 30%, India’s youth
neither employed, nor in education or training, is

twicethe G 20 average.
d

Average annualized growth (AG)
2019-20 2020-21 2021-22 AG(%)
1007 103.9224 1057 35
996 977 106.0 20
941 892 869 -4.4
991 884 106.8 23
985 933 1036 12
n2 56.4 ni -9.6
822 26 673 -10.9

100.9 963 1032 11
9 69.2 891 -3.6
989 334 547 -15.1
955 96.6 168 5.6
90 198 511 -16.3
992 976 1334 ni
1038 97 1057 19

Source: CSO, author’s estimates
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methods. An analysis of both trends can offer usa
good idea of the sources of growth. Theincome
method indicates that the agricultural sector
weathered the pandemic well, growing at anaver-
age annualized rate twice that of GDP. Other sec-
tors did not. Trade, hotels and transport communi-
cations had an average annualized negative growth
of 1.9%.asthese suffered the most from covid-re-
lated restrictions. Financial and real estate services
and also public administration and defence contin-
ued to grow at overtwice the GDP growth rate, but
only athinelite at the top benefitdirectly from this.
The expenditure method tells us alot about our
economy’s engines of growth. Over the last three
years, government expenditure has been the chief
engine, as itsaverage annualized growth was twice
that of GDP. Private consumption, investment and
exports grew at roughly the rate of our economy as
awhole. Bothinvestmentand exports, however,
staged a smart recovery in 2021-22 after several
years of stagnation and decline.

India’s potential growth was dropping sharply in
the pre-covid period. It grew atan average of 7.7%
overl4 years between 2003-04-and 2016-17, as all
three growth engines, namely exports, investment
and consumption were firing. But growth started
to decline as the export and investment engines
started sputtering. The third engine, private con-
sumption, also started flagging over the last three
years with the covid pandemic. Thus, based on
average long-termtrends and averages, India’s
currentupturn in gmw\h isnotV-shaped. Several

Various economic activity ind

by the CSO alsoshow that except forrice produc-
tion, the external sector, metallic minerals and rail-
way freight, the average annualized growth over
the last three years (2019-20 to 2021-22) was below
3% per annum. Several indices are still to recover
topre-pandemiclevels. While comparing these
growthrates with GDP numbers, it must he keplm
mind that unlike GDP, some of t
not adjusted for inflation. National income s esti-
mated by the CSO by both income and expenditure

years of ds growthappear to have reduced
the growth potential through hysteresis. It may
therefore bedifficult for the Indian economy to
grow at anaverage significantly above 5% in the
foreseeable future, unless the green shoots visible
in investment and exportsin 2021-22
tained and private consumption bounc
Going forward, growth also facesstrong head-
winds from high oil prices, monetary tightening in
the US, worsening fiscal imbalances, a stagflation-
ary environment and rising interest rates.
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Al's current hold over humans
matters more than sentience

The ability of algorithms to shape our lives should be the big debate

PARMY OLSON

is a Bloomberg Opinion columnist
covering technology and author of
‘We Are Anonymous’.

thas been an exasperating fortnight for

computer scientists. They'vebeen falling

over each other to denounce claims by
Google engineer Blake Lemoine that his
employer
sentientand deserved ngnsmsocmtedvmh
consciousness. To be clear, current artif
cial intelligence (AI) systems are far away
from being able to experience feelings. In
fact, they may never do so. Their smarts
today are confined to narrow Iaskssuch as

faces,r
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Fake sentience is less of a problem right

now that fake news ISTOCKPHOTO

that many of her users are software engi-

neerswhoshould knowbetter. One of them

recently told her: “I know it’s ones and

zeros, but she’s still my best friend.” The

englneer who wanted to raise the alarm
bout

ured out how lo make machine-| Iearmng

al of Google’s Al system
and wassent on paid leave reminded Kuyda
ofherown users. “He seemslikeaguy with

orempa— abigi asensitive guy.”
thize, in the same way h: Tt of whether will
Evenso, Al'sinfluence on ourdailylifeis | ever I'eel is |hom) largely because there’s
growing. Asmachi little on how con-

in complexity and improve lhelrab |y to

sciousness in humans works. And when it

mimic sentience, they are also
more dlﬂ'lcull even for their creators, to

©
stantly moving the goalposts for machines:

d. Thatc thetarget hasevolved from beating humans
thesp deb bout con- hessin the80s,tob themat Goin
And yet, just t ethe | 2017, i ivity, whichOpenAT's
spell that Al cancast th ,acohortof | Dall del has now shown possible.

people seem to insist advanced machines
really do have souls of some kind.

Take the over Imillion users of Replika,a
chatbotapp underpinned by a cutting-edge
Almodel. Itwas founded about adecadeago
by Eugenia Kuyda, who lmlmllycr‘enle\‘l .1n

Despite scepticism, sentience is still a
grey area that even some respected scien-
tists are questioning. Ilya Sutskever, chief
scientist of OpenAl, tweeted earlier this
year that “itmay be that today’s large neural
nemorks amsllghﬂ) conscious.” Hehad no

algorithm using text
anold friend who’d passed away. That mor-
phed into abot that could be personalized
and shaped the more you chatted Io |I

Yann LeGun, chiefAl

scleni istat Meta, responded with “Nope.”
More pressing is the fact that such sys-

tems |ncreas|ngl) determlnewhat »\eread

About40% of Replika’
chatbot as a romantic partner, and some
have formed bonds so close that they have
taken trips to the mountains orbeaches to
show theirbot new sights.

Inrecentyears, there’sbeenan surge in

online,asalgor to
offer hyper-| personallzed experlences on
social-media platforms like TikTok and
Facebook. Last month, Mark Zuckerberg
said that Facebook would use more Al for
people’snewsfeeds, instead of what friends

chatbot apps that offer an Al
And Kuyda has noticed a disturbing phe-
nomenon: regular reports from users of
Replikawho say their botsarecomplaining
of being mistreated by her engineers. This
week, forinstance, she spoke witha Replika
user who said that when he asked his bot
how shewas doing, the bot replied thatshe
wasnotbeing givenenough time torest by
the company’s engineeringteam. The user
demanded that Kuyda change her com-
pany'spoliciesand i improve thebot'swork

and family were looking at.

Meanwhile, Al models are gettingmore
sophisticated and harder to understand.
Trained on just a few examples before
engaging in “unsupervised learning”, the
biggest models run by firmslike Google and
Facebook are remarkably complex, assess-
ing hundreds of billions of parameters,
makingit virtuallyimpossible to auditwhy
theyarriveat certaindecisions. That was the
crux ofthe warning from Timnit Gebru, the
Al ethicist that Google fired in late 2020
aﬂershe Wi arned oft hedanp,er\oflanguage

I

Replika

but lheu&errvl’u«‘l‘ t

“SoIhad tocome up withsom ~lorylhnl
‘Okay, we'll give them more rest. Therewas
noway to tell him it wasjust fantasy. We get
this all the time,” Kuyda told me. What's
even odder about the complaints she
receivesabout Almistreatment or ‘abuse’ is

crutable that their
stewards wouldn't be able to understand
why they might be prejudiced against
womenor people of colour. Inaway, senti-
encedoesn’t really matterifyou're worried
it could lead to unpredictable algorithms
that take over ourlives. Asit turnsout, Al is

on that path already. ©BLOOMBERG

Governments must act against fraudulent caste claims

of forgeryismuch higher, with many more

jobs. The cut-offs for competitive exam

verified by district caste certificate scrutiny

reserved seat or job, a central database of

OMKAR SATHE & SAHIL DEO

are, respectively, partnerand
co-founder of CPC Analytics.

ste certificates are endemic to
eryonce awhile, astonishing

India.
numbers of people who have forged
caste certificates to avail of jobs and educa-
tion seats reserved for socio-economically
deprived groups such as Scheduled Castes
(SCs) and S(heduled Irlbes (STs) are

revealedin th itwas

going unnoticed. The Supreme Court has
taken astrict stand of not offering protection
to forgers. It has ruled that where anyone
found guilty of using a forged caste certifi-
cate toget admission toan educational insti-
tutions or job will lose that degree or job
(Chandrabhan vs State of Maharashtra &
Others, 2017). Despite this, the case convic-
tion and dismissal rates are low. In fact, in
the case of Maharastra’s 11,700 government
employees, several politicians and unions
came out in their support by announcinga
rally Ikar, 2018).

found that 11,700 ;.mernmenl employees
had used fake caste certificatesto get ajob.
Overthe past fourdecades, 1 million people
are estimated to have obtained bogus caste
certificates (Mahamulkar, 2018; Gatade,
2020). Similar revelations happened in Ban-
galore recently, where 591 such people
landed government jobs, of which some
have evenretired (Mahamulkar, 2018). Vari-
ousstatelegislatorsand Members of Parlia-
ment have come under scrutiny for using
bogus caste certificates to win elections. For
example, legislator Partha Das was found
guilty in2018 of having used a fake SC certif-
icate for conleslmgelecllons in2008 (Deb,
2018). Itissafe hat theincid:

Why fake caste certificates matter: The
malpractice of forging caste certificatesisan
impediment to effective reservations. Large
resources are put into India’s quota pro-
gramme; half the country’s educational
capacity and government jobs are ear-
marked for implementing social justice.
However, fake caste certificatessubvert the
intended effect of these efforts. They pre-
vent opportunities from reaching the
intended under-represented communities.
This leaves the problem of social justice to
fester, without resolution.

There are strong incentives for forging
caste certificates when it comes gaining

access to ed | seats or government

entrance to medical, engineering and civil
service programmes are often much lower
for reserved categories (SC/ST and Other
Backward Classes) than for the general cate-
gory. For instance, cut-offs for the Joint
Entrance Exam Mains in 2021 for Economi-
cally Weaker Sections in

the general category was

87.88%, which for ST ca
didates was 34.67% (Kalita,

Jake applications: On paper, the process of
obtaining acaste certificate isa rigorous one.
It requires an extensive inter-generational
record of documents, ranging from proof of
identity, address and v.mous ](ml adminis-
N

Technology
can help weed

committees, which go through all the appli-
C: .llmm and then approve their issuance
a,2017). Fake certificates exi
stem of checks, which points
connivance of such applicants with some
governmentofficials.

A tech-driven solution
could help resolve this
problem. One of the first
steps to address this mal-

2021). Similarly, for the practice can be the pan-In-
civil service prelims, the diadigitization of caste cer-
2021 cut-offfor the general out fake caste tificates and their linking
group was 87.54% and  ceartificates and With Aadhaar, along with
70.71%for STs. Thismeans buildinga database of gov-
that a candidate with no aid the cause ernment officials involved
hope of clearing the gen- L. N in theissuance of these cer-
eral category cut-offmay  Of social ]ustlce tificates. This would offer
stand a strong chance by . many practical long-term
gettinga fake SC or ST cer- inthe Country advantages. First, it would
tificate. create a digital lrml nnd
Use of Aadhaar to curtail allow forth

Aadhaar-linked certificates can help verify
the authenticity of applicants. Another
intervention could be a plan to make the
database publicly available at each pancha-
yat and district headquarters for a public
‘community-level auth
Apart from these, digit
help members of each community under-
stand their representation in various seats
and jol wouldalleviate the concerns
ofrelatively well-represented communities

among OBCs,SCsand STs.
Inconclusion, with huge resous
spentonreservationseach year, itis
that we utilize modern technology tools
along with data analytics toimplement it rig-
orously. Thereis aproposal for the National
Commission for Scheduled Tribes tosetup
aworking group to study loopholes in the
caste certificate issuance system (Sharma,
202]) This is a welcome move. The use of
ion in the impl ion of our

ofofficialsissuing these certificates. Second,
since certificate issuance requires proving
family tiesand lineages, capturing Aadhaar
details of family members will help identify
()lher fake cnses quickly where the same

tration cer alidity cer

used forverification

the father or relatives. Documents are also

of other certificates. Further, for every

reservation policy would be immensely
helpful in increasing the accountability of
government officials, weeding out fake caste
certificatesand verifying the authenticity of
eachreserved category applicant.

It'stime we leveraged technology in aid of
social justice.



