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Has Unstoppable Modi Met Immutable India?

TheNeedle'sEye

CHAITANYA KALBAG
L A A TS PSR

Ernest Hemingway wrote more than
oncefor theTorontoDaily Star on the
absurdityand tragedy of German hy-
per-inflation after the Treaty of
Versailles sealed Germany'’s defeat in
World War I. Ina September 1922 re-
porthedescribed how he and his wife
exchanged 90 US cents for 670marks
onavisit tothe German town of Kehl.
Afterdfullday of eatingand shop-
ping, they still had 120 marksleft. On
July1,1923, the US dollar was worth
120,000 Reichsmarks. By November
20,1923, the dollar was worth 4,200 bil-
lionmarks. A monthlater
Hemingway wroteabout a street ven-
dor in Toronto trying to sell worthless
marks, Austrian crownsand Russian

. roublestogullible passers-by who
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hoped for afuture return of value,
Only the ‘non-profiteer classes’ suf-
fered astheir life savings turned
worthless “Exceptas pieces of paper
for wall papering or soap wrappers.”
Thankfully, Thaven't bought any

soapwrappedina Sﬂo-rﬁpeenote, and
althoughnon-profiteer Indians donot
havetocope with inflation,
they have coped with the demonetisa-
tion unleashed by Minister’
Narendra Modi on November 8 with
admirable for ce. There have
beennoriots, even if the Supreme
Court warned thera would beif the
government did notreplenish cash
stocks veryquickly Notasingle state-
owned bus hasbeen burnt. On the
contrary,an overwhelming majority
of people respondingtoasurveyon
the Narendra Modiapp have support-
ed demonetisation, even if youcould
argue that the questionnaire was de-
signedto yield amassive thumb's-up.

Modihasdemonstrated, not for the
firsttime, thata single, charismatic
leader in our democratic system can
pusha personal agenda past noisy op-
position ina steamroller bid towin
masssupport.

The Indira-led Congress party won
283 seats in the 1967 election (Modi's
Bharatiya Janata Party won 282 in
2014). Justover two years later, she
banned corporate donations to politi-
cal parties and then nationalised
banks and coal mines on a pro-poor
platform. Did that truly end poverty
and end corruption?

Atroughly the same point in his term,
Modi has taken his biggest, supposedly
pro-poor step with demonetisation.

Hehas been relentlessand unstop-
pable in pushinghisagenda. Gandhi
hadonly All India Radioand afew

newspapers tocarry her ‘garibi
hatao' message. Modi has millions of
followers on social media, overabil-
lion mobile subscribers, and count-
less print outletsand TV channels.

. LastSunday during his Mann KiBaat

radio talk hemadea passionate ap-
peal to younger Indians tochampion
acashless society; it was translated
into 191languages, and millions of
Indians were bombarded withe-
mails, text messages and videoclips.

We have been so preoccupied, debat-
ingevery twistand turn inthede-
monetisation drama, that wedon’t
stop toask ourselves: Was demoneti-
zation reallyabout attacking the de-
mons of black money, terrorismfi-
nancingand counterfeiting?

The Reserve Bank of India(RBI)
said until November 27, a total of
78449 8 billion in 500-and 1000-rupee
denominations had been exchanged
ordeposited at banks. This was near-
1y 57.5% of the valueof no-longer-le-
gal banknotes with the publicon
November 8 when Modiannounced
the demonetization. It equalled more
than $124 billion. That is one big tor-
rentof cash flooding into banks: bear
inmind that India’s 2016/17 expendi-
ture wasbudgeted at 19.78 trillion, or
about $290 billion. Will this pace con-
tinue in the remaining four weeks?
And more importantly, hasalotof
black money seen thelightof day?

Apparentlynot. So Modi has pulled
off an Indira Gandhi.

On November 28 helaunched the

Pradhan Mantri GaribKalyan
Yojana (PMGKY)-the primeminis-
ter’s poverty relief programme. A
governmentannouncementsaid “in-
stead of allowing people tofind illegal
ways of converting theirblack mon-
ey into black again” -an admission
of failure-the dishonest would bere-
warded with the third amnesty
schemesince Moditook power: The
dishonest will pay 30% incometax
anda10% penalty. Afurther10% will
be confiscated asaPMGKY ‘cess'.
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Another 25% will be parked for four
yearsinan interest-free PMGKY ‘de-
positscheme’, the funds to be used
“for the schemes of irrigation, hous-
ing, toilets, infrastructure, primary
education, primary health, liveli-
hood, ete., sothatthere isjusticeand
equality”. Effecively tax evaders will
getaway with a penalty of only 20%,
since honest taxpayers pay 30% any-
way: And the dishonest willnot be
asked for the sources of theirmoney.
Sound socialist enough? Not really.
The last amnesty scheme, with a total
of 45% tax and penalties, ended on
September 30 with only 652.5 billion
($9.6 billion) unearthed. So, try, try
and try again. A senior BJP politician
told me the latestamnesty was
thought up on thehoof asan “ad-
vance defence mechanism” just three
weeks intoa seven-week demonetisa-
tion because the government could
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not afford moreegg on itsface.
Meanwhile Modi’s cathartic social-
transformation experiment is bub-
blingaway in hisretortflask. The
Centrefor the Monitoring of the
Indian Economy (CMIE) estimates
the transaction costof demonetisa-
tion will be?1.28 trillion. Nearly half
of that will be borne by enterprises.
Unless the government actually un-
earths black money totalling overz3
trillion, the entire exercise will have
been in vain. Households alone will

suffer foregone wages of over 150 bil-

lion because somany people are
standing inline to pull out ever-
shrinking withdrawal limits as fresh
banknote suppliestrickle in.

This week a triple whammy of sala-
ry earners trying to get money out of
their bank accounts, farmers unable
toplant their winter crops in time,
and the peakof the Hindu marriage
season, will hit Modi's scheme.

Theblack-money monster is hydra-
headed. Every timethegovernment
chopsoneoff, themonster growsa
new one. Over-the-counterexchanges
of banknotes were barred from
November 25; a few days later with-
drawals from Jan Dhan bank accounts
set up by the government for the poor
wererestricted to 10,000 inamonth.

Modi ordered all BJP MPs and MLAs
todeclareall their bank transactions
during the 50-day period to party presi-
dent Amit Shah. But thingsarenotgo-
ingtochange until the politician-bu-
reaucratnexusisbroken. The

governmentmust publish detailsof all
bureaucrats who declare dispropor-
tionateassets. Unless thereisan ‘out-
ing’ of some bignames in corruption, a
senior international economist told
me, the public’sfaith in Modi's dragon-
slayingabilities will notendure,

There has been much debate about
cleaning up political funding, but the
BJP has been a party-pooper.
‘Donations’ of under 20,000 need not
bedisclosed; one estimate I saw said
between 2013 and 2015the BJP had
unexplained sources of incometotal-
ling?977.25 crore; Congress was not
far behind with 969.21 crore.

Justice Ajit Prakash Shah, aformer
Supreme Courtjudge underwhose
chairmanshipthe Law Commission
issued a comprehensive reporton
electoral reforms in March 2015, told
me the BJP had not cooperated with
him duringhis investigations. “If the
government isseriousabout this
(black money) the next step should be
electoral reforms. This is the mother
of allcorruption.”

Hesaid it wasnotgoingto beenough
forpoliticians todeclare their bank bal-
ances, Themain culpritiscash: 7T0to
80% of moneyinpoliticsisincash.
“Cashiscomingfromtheliquormafia,
theeducation mafia, mining...itcomes
injutesacksandin frucks. Voter bribery
isaveryseriousissue; nowitisbrazen.”
With popularsentimentsostrongly
againstblack money, Shah said, this was
the timefor Modi tostrikeat theroots of
political corruption. Willhe?
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