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® Inhisbook ‘How the BJP Wins',

Prashant . Jha describes how
NarendraModi has led the Bharatiya
Janata Party to near-invineibility by

= transmogrifying himself againand

againover the pastdecade and a half.
“If he wasa Hindu Hriday Samrat
(Emperorof Hindu Hearts) from 2002,
Modi carefully transitioned intoa vi-

® kaspurush, the development man, de-

liveringa ‘Gujarat model’, from 2007
onward. The combination of these
two images led tohis 2014 victory,” Jha
writes. “There hassince beenathird,
under-appreciated, shift: Narendra
Modiistoday agaribonkaneta,a
leader of the poor, evenasheretains
elementsof hisother twoavatars,”

Poverty has indeed become the most
popular hashtag in the marketing
bumpf for thelatest Yojana. You
would hope that with the hundreds of
schemes launched inthenameof the
poor over the 70 years since independ-
ence, we would bestow instantdivini-
ty ontheleader who vows to never
come up withanother poverty-eradi-
cation plan because real poverty has
been wiped out.

Spare A Thought For The Poor Indian

Butthat is notabout to happen.
‘When the Modi government took
power, there was much talk of the ‘neo
middle class’and how it was goingto

propel the greatestexpansion in con-
sumption this country has ever wit-
nessed. Inactual fact, thelivesof the
lower middle classes have become
even more precarious over the past
few years. With spending on public
health and education slowly being
ratcheted down, a health crisis cantip
afamily backwards intopoverty.
There is, however; a promise toraise
spendingon healtheare to 2.5% of
GDP from the currently abysmal 1%

India'seconomy hit the §1 trillion
mark in 2007, and ithas taken usjusta
decade to more than double our (eco-
nomic)size. But wearestillhometo
the biggestchunk of the world's poor:
The Asian Development Bank esti-
mates thatasof 2015,21.9% of
Indians, that is about 284 million peo-
ple, lived below the poverty line of
$1.90, oraboutz123aday. Whatismore
worrying, about 18% of theemployed
workforce lived below the poverty
line. Think aboutit.

Eight yearsago, a reporttitled “India
2039: An affluent society in one gener-
ation” prepared for the ADB by the
Centennial Groupsaid India ought to
beagrowth marathoner, notasprint-
er “Ttmust start toput in place the in-
stitutions and policy frameworks con-
sistent with amove from poverty to
affluence inone generation. Few

countries have achieved this, so the
challenge isenormous,” the report
said. It said India might eliminate pov-
erty within 15 years (about when
Modi hopes to complete his second
term in 2024) if it could maintainan-
nual growth of about8.5%.

Sadly, we have not been growing at
anywhere near that pace for the past
few years, despitea spurt between _
2003 and 2011. The main difference
between a marathoner and a sprint-
er is the single-minded pursuit of
their economic and social objectives
regardless of which government is
in power.

Noneof thatis happeningeither Our
politicians are mostly preoccupied
with cultivating vote-banks, and you
would be hard put to find measurable

suceess inmovingasignificantchunk .

of the population from ‘historic’ pover-
ty toeconomicbetterment, evenif itis

tothe ‘lower middle class’ (ategur}c
Scheme is piled on top of scheme, re-
ports by teams of expertsare piledatop
oneanother, but weskate past thees-
sential question: will we ever

extreme poverty inIndia?

The trouble is that in India, the pre-
ponderance of government weighs
heavily on all economicactivity
Economic policy is skewed towards
the uppermiddle class and thericher
elites; wearenot very good at tracking
the short-and medium-term effects of
broader policy decisions.

THE PROBLEM AREA
Wages in small enterpris-
es in India are only

20% of average wages in
large enterprises

Even if more Indiansaremoving
from agriculture tomanufacturing or
services—atransition essential for
poverty reduction-government data
show that 98.6%of non-agricultural
establishmentshad 10 or fewer em-
ployees; in other words, they were very
small insizeand therefore both un-
competitiveand not very productive.

Arecent NITI Aayog-IDFC Institute
Ease of Doing Business survey of
3,276 companies in 23 manufacturing
sectorssaid that wages insmall enter-
prises in India were only 20% of aver-
age wages inlargeenterprises. In
Chinasmall enterprises’ wages were
60% of their larger counterparts’
wages. Why does suchalarge gapex-
ist? “A plausible hypothesis is that be-
cause large enterprisesdispropor-
tionately participate in the highly
competitive world markets, they must
constantly innovate and improve effi-

ciencytostay competitive. This
makes them far more productive than
smalland mediumenterprises,” the
reportsaid.

Tomoveoutof this wage trap, we
need to think big. NITI Aayog CEQ
Amitabh Kant told a Mumbai audi-
ence recently: “No country in the
world has grown forlong periods
without penetrating global markets

..Indians muststartthmkmgm
termsof sizeand scale. Theproblem
withourexports is that our manufac-
turing is very minuscule. Indians
never grow outof beingsmall or me-
dium. Unless youstart thinking of
large insize and scale, it will be very
difficult for India to grow overa three-
decade period.”

Yet, wehave clobbered our smallen-
terprises notonce but twice in the past
eleven months with policy changes
that have doubtless affected millions
of already-worse-off workers.

While holding interestrates steady
atitspolicy meeting thisweek, the
RBIlowered its growth projection for
20171810 6.7%-which means we have
been on adownwardslide during the
Modiyears, The RBI sees inflation
movingupto4.24.6% inthe October-
March period. It sees inflationary ef-
fects from pay hikes to millions of gov-

g ernmentemployees. The central
@ 2 government hasalready spent 96% of
= Z itsfull-yearexpenditure budget insix
ae months, but investmentremains slug-
Z gishand jobsaren’t growing. The

‘monsoon has been less bountiful than
was hoped for; and the kharif cropis
smaller than last year’s. Farm-loan
waivers have added tofiscal indisci-
pline. RBI Governor Urjit Patel said
the combined central and state defi-
cits stand atabout six percent of GDP.
Sure, we can console ourselves that
some indicators are lookingup—ex-
ports, core industry sectors, the
Purchasing Managers’ Index. The
truth is that these data donot mean
anythingtoIndia's poor.
Ina2014report, McKinsey Global
Institute focused on what it called the
Empowerment Line- whatdoes an in-
dividual need to consume tomeet ba-
sicdevelopment needs? MGI calculat-
ed the costof fulfillingeight basic
needs—food, energy, housing, drink-
ing water, sanitation, healthcare, edu-
cation and social welfare. It found that
56 percent of Indiansfinditdifficultto
meet all those needs; about half of
spending on basic services doesnot
reach the people. Three-quarters of
potential impact could flow from -
morejobs and productivity growth.
“Itisaharshreality that 680 million
Indians lack the meansto achieve
minimum acceptable standards of
living. If India’s recent slowdown in
economicgrowth continues, itislike-
ly that some 470 million of them
wouldremainbelowthe
Empowerment Line in 2022, and 12
percentof the populationwouldre-
main trapped in extreme poverty.
Beyond the economicand political im-
plications of these numbers, they rep-
resent millions of lives spent inhard-
ship,” the McKinsey report said. Note
the report was written in 2014. One
wishes none of thisheld truetoday.
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