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Hardly the brick and mortar of a revival 
[GS3: Indian Economy] 
 

• Parle Products announced that it may have to lay off up to 10,00 0 workers The company 
blamed falling sales due to the Goods and Services Tax (GST) that led to higher prices of the 
cheapest biscuits. 

• These are times of extreme price sensitivity because of reduced livelihood, especially 
among rural consumers. 

 Home budgets under strain 
• Sales in the fast-moving consumer goods (FMCG) sector as a whole grew at only 10% in 

the April-June quarter of this year.  
• The slowdown in sales is across food and non-food items, with the biggest reductions in 

salty snacks and biscuits, spices, soaps and packaged tea.  
• These represent the more discretionary element of consumer spending even among the poor 
• These are the items more likely to be cut down when household budgets are under strain. 

Reasons for slowdown 

• The government has blamed the current situation on the “financial stress” inherited from the 
United Progressive Alliance government which is apparently preventing investment because 
“no one trusts anyone else”.  

 the undoubted mess in the credit system: 
• It reflects both the overhang of bad debts of banks (worse today than in 2014) and the erosion 

of non-banks after the collapse of the aggressive lender, Infrastructure Leasing & 
Financial Services Limited.  

• But this explanation completely misses the demand side of the story.  
 Slowdown in mass consumption,  
 Falling rates of investment over several years,  
 A crisis of inadequate effective demand in the economy. 
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Reasons for slowdown 
• The fruits of growth went disproportionately to a small elite of big capital and rich 

individuals without translating into broader economic improvement.  
• The increasing inequality associated with jobless growth meant that mass consumption 

demand did not rise as expected with rapid GDP growth.  
 Impact of demonetisation 
• The hugely damaging impact of demonetisation was further accentuated by the poor 

implementation of the GST.  
• At first, they did not affect formal enterprises so much as they gained at the cost of informal 

ones.  
• But the resulting loss in livelihoods and wage incomes eventually had an effect on demand 

for formal sector output. 
• Total employment actually declined by more than 15 million workers between 2011-12 and 

2017-18,  
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• This operated in addition to a medium-term trend of wage suppression. 
• Rural wages have been stagnant or declining in the recent period.  
• Meanwhile, the continuing crisis of cultivation has obviously affected the purchasing power 

of the farming community.  
• Urban wage incomes are also apparently not keeping pace with inflation. 
• Declining employment and consumption demand reduced the profit expectations of 

producers in formal enterprises. 
• The govt. could have given a fiscal stimulus.  
 Instead, it kept manipulating “Ease of Doing Business” indicators and offering further 

incentives to volatile foreign capital to attract more inflows. Oppressive tax collection 
methods: The government is desperate to meet its revenue targets.  

 difficulties of accessing loans from both banks and non-banks 
 

Govt.’s Supply-side approach: 
• The Finance Minister’s recent announcements of measures to boost the flagging economy 

completely miss the point.  
• They do nothing to address the issue of inadequate demand generation or the wage 

suppression and low employment growth.  
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• Instead, they once again reveal a supply-side approach to the problem, which is unlikely to 
yield much benefit.  

• The capital infusion of Rs. 70,000 crore into public sector banks is inadequate rev up an 
economy. Banks are hesitant to invest. 

 
• The middle classes repaying home loans may see a minor benefit if banks actually do pass on 

lower interest rates, but this too will not provide a major boost to the economy.  
• The decision of the government to buy more cars to shore up the automobile industry 

undermines the medium-term strategy of shifting to electric vehicles.  
• Relaxing foreign portfolio investors with regard to taxation likewise does nothing to 

increase domestic demand.  
• What could the Finance Minister have done instead?  
• If the immediate problem is lack of demand, the immediate response should be to increase it. 
 

Way forward 
• A massive increase in rural public expenditure, including in the Mahatma Gandhi 

National Rural Employment Guarantee Scheme to provide public works as well as in 
social spending would provide immediate relief.  

• The multiplier effects of such spending would generate more employment, incomes, 
consumption and, therefore, investment over time. 

• It will mean more tax revenues for the government.  
• There is also both scope and need for increases in “green” public investment for a sustainable 

future.  
• The massive transfer of the Reserve Bank of India’s surplus is likely to fill the massive gap 

left by inadequate tax collection.  
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• The proposed Budget was not particularly expansionary and did not provide for more 
spending in the areas required.  

• So this stopgap measure may provide more fiscal space than before, without really 
addressing the basic problem. 

 

GS3, 2015 
The nature of economic growth in India in described as jobless growth. Do you 
agree with this view? Give arguments in favour of your answer. 
 

Democracy and its discontents 
[GS2: Important aspects of governance] 
 

 Article’s crux: India must strengthen institutions that lie between the public sphere and 
formal government institutions. 

• The system of democracy invented in the West and exported to the world is failing in the 
West. 

• Many countries in Europe cannot form stable governments because the largest party does not 
command a majority. Coalitions are unstable. Parliaments are unable to pass laws.  

 Democracy in India 
• With a strong government at the Centre, Parliament has passed a slew of big laws recently.  
• The most recent is the change in the governance set-up of Jammu and Kashmir. 
• However, democracy consists of much more than elections and passage of laws.  
• Yet failures of governance (and democracy) in India can be seen on the ground, in so-called 

‘backward areas’.  
• The Indian government has justified its bold reduction of powers of Jammu and Kashmir’s 

elected Assembly on the grounds that democracy was not functioning within the State and 
benefits of good governance were not reaching the citizens.  

 Institutions of democracy: 
• Some institutions provide the vertical pillars to the democracy.  
• Other institutions provide the lateral binders that give strength and stability to the 

democratic structure.  
• Too much attention has been given to the vertical institutions required for people to elect 

their leaders, and too little to the lateral institutions required to create harmony amongst 
people. 

 

Institutions of democracy 
• Universal franchise, elections, and political parties fighting each other to win elections 

enable a society to determine who is in the majority and has the right to govern.  
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• The problem with a majoritarian democracy is that it is not designed to find solutions for 
complex problems with many points of view.  

• A government with a majority can become as authoritarian as a dictatorial one.  
• It can deny minorities their rights for their views to be considered while framing laws. 
• A government elected by a majority can justify the exclusion of the minority.  
• By doing this a government reduces its own effectiveness.  
• Those dissatisfied with the governments’ decisions go to courts wherever courts are 

independent, like in India.  
• However, courts are not set up to find policy solutions to complex problems and must 

interpret the laws as written.  
• In India, many have complained that courts are venturing into matters of governance that 

they should not. This is a sign that something is missing in India’s democracy. 
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Institutions of democracy 
 

• When problems are complex, good governance requires effective methods for people’s 
participation.  

• When the issue is complex, voters should be educated about what they are voting for.  
 Three layers of institutions 
• Healthy democracies need three vibrant layers of institutions.  
• At the bottom is the public space and the media in which people must be free to speak up if 

they want to.  
• On the top is the layer of constitutional institutions — parliaments, courts, etc.  
• Social media has enlarged the public space enormously.  
• Many more people are speaking up and many issues are being raised.  
• Social media provides a good platform for opposing views, but is glaringly inept at 

reconciling them. On the contrary it is heightening divisive walls. Therefore, more problems 
require the attention of constitutional institutions above. 
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Three layers of institutions in democracy 

 
 

Majoritarian government 

• When elected representatives are expected to vote in their assemblies only according to the 
wishes of their own constituency and to also follow party whips, they cannot open their 
minds to listen to the views of other constituents.  

• Imposing a majoritarian view from above can strengthen the government but not 
governance. 

• There is fear that India may be slipping down this path’ 
• It is the road to ‘maximum government, minimum governance’.  

 

Parliaments, courts, 
etc. 

Unofficial or semi-
official institutions for 

non-partisan 
deliberation 

Public space and the 
media 
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Way forward 
 Strengthening the weak intermediate layer:  
• The solution for strengthening governance and democracy at the same time is to strengthen 

the middle layer of institutions within democracies that lie between the open public sphere 
and formal government institutions.  

• These are spaces where citizens with diverse views can listen to each other, and 
understand the whole system of which they are only parts.  

• Neither elected assemblies nor social media provide such spaces.  
• It is imperative for India to build intermediate level, unofficial or semi-official institutions 

for non-partisan deliberation amongst concerned citizens.  
• The government must give more space for such institutions to form and operate. 
 

Mains question: 
What do you understand by terms ‘governance’, ‘good governance’ and 
‘ethical governance’?  
 


