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Lot will depend on how India exits from lockdown: Former chief economic
advisor Kaushik Basu

The basic issues at present are the concerns about the food chain, jobs and migrant workers,
which have to be resolved immediately, he said. "The first move of a quick lockdown made
by India was right. It was called for. Now, a lot will depend on how India exits from the
lockdown as landscape of the global economy will change by then," Basu, a professor of
economics at Cornell University, said.
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"Just giving tax benefits is not enough. Poor people should be given cash.

But, this will not lead to hyper inflation," the former World Bank chief economist said.
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Kolkata: India took the right call by announcing a prompt lockdown in March in the wake of
the COVID-19 pandemic, but a lot will depend on how the country makes an exit from it as
the landscape of the global economy will change by then, former chief economic advisor
Kaushik Basu said on Wednesday.

The basic issues at present are the concerns about the food chain, jobs and migrant workers,
which have to be resolved immediately, he said.

"The first move of a quick lockdown made by India was right. It was called for. Now, a lot
will depend on how India exits from the lockdown as landscape of the global economy will
change by then,"” Basu, a professor of economics at Cornell University, said during a webinar
hosted by the Bengal Chamber of Commerce.

He said extending tax benefits might not be enough as the poor need direct support.

"Just giving tax benefits is not enough. Poor people should be given cash. But, this will not
lead to hyper inflation,” the former World Bank chief economist said.

"I am optimistic about the long-run indicators of the economy of India. The problem is with
the perception of the people, who perceive more danger and risk than economy. That can
jeopardise the entire process of recovery. The issue is how we balance these,” Basu added.

Basu said he is happy that India is now looking at the economic aspect as the country
prepares to gradually exit the lockdown.

"It is needed for unlocking the lockdown quickly. Quoting an Oxford study, there are
different categories of lockdown. We can't stop lockdown altogether. But, this has to be
differentiated," he said.

The former chief economic advisor said if business remains halted, the food chain will be
disrupted and there could be a famine. Food shortage will also cause deaths, he added.

"India is now looking at a new face of lockdown by allowing the economy to prosper," Basu
said.

Prime Minister Narendra Modi, while announcing a Rs 20-lakh crore economic package on

Tuesday, had said that the next phase of lockdown will have a different look with a new set
of rules and regulations.

Basu said India does have a remarkable bureaucracy and this advantage can be harnessed.



"I am glad that money is set aside as we know by the PM's announcement. But, fisal deficit is
aworry," he said.

"... India has a good law FRBM (Fiscal Responsibility and Budget Management Act) that
does not allow governments to overspend. But, this is a natural calamity. States and the
Centre can spend more. RBI can also opt for printing money," the former World Bank official
said.

Basu said India is a highly interlinked economy in which small firms are connected with the
big corporations in terms of goods and services.

"Markets should be allowed to run on their own as a natural mechanism. If that is not done, it
will be a story of disaster."

Although India’'s growth has been falling over the last two years, there are bright signs on the
ease of doing business front, he said.

"We have to address the issue of inequality. Global players are worried about that. A lot of
money is going to other countries...", he said.

Basu said credit has to be directed to the MSMES or else "within weeks, they will crash™.

He also called for increasing savings and investment rates in the country.

To a query, he said China is now a "vacating space".
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Need to be cautious about slipping into permit Raj:
Kaushik Basu

By Namrata Acharya | Kolkata | Last Updated at May 13 2020 21:32 IST
Topics Kaushik Basu | World Bank | Bengal Chamber of Commerce and Industry

Also, with a record capital outflow of $16 billion in March, the biggest in a month, India must be
careful about the future, he said

While endorsing India’s policy on tackling Covid-19, Kaushik Basu, former chief economist of
The World Bank cautioned against slipping into the regime of Licence Raj.
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“The licence permit raj in India was slow evolution. The year 1991 saw the biggest economic reform,
which transformed the landscape of the economy. Right now, there is a risk (of going back to permit
era). But | understand the awareness has come among policy makers, and we will not make that
mistake. We must not become a system where you need to take permission for everything. We need to
quickly unwind, creating space, so that people can start taking their own decisions,” says Basu at a
webinar organized by the Bengal Chamber of Commerce and Industry.

Also, with a record capital outflow of $16 billion in March, the biggest in a month, India must be
careful about the future, he said.

“Global players are worried about India, because in the month of March alone we saw $16 billion
capital exiting India, the biggest outflow in a single month. There are many economies which are
doing well amidst this crisis, like Vietnam, South Korea and Taiwan. We have to keep reforms in
midst of this, so that we have a good future, along with managing the current crisis,” said Basu.

Also, while controlling the economy, India must not try to suppress market forces, he said.

“We must never thing think we can control the invisible hand, stop the market from functioning, halt
the economy and have bureaucrats and Police run the state. It has not worked anywhere in the world
and is a recipe for disaster,” he said.

“India has remarkably talented bureaucracy. You have to harness it and design package to pull out,”
he said.

Basu said the stimulus package was a move in the right direction.

“I am glad about a big chunk (of stimulus) was announced yesterday. We needed that. For time being,
we need to put aside the worry for fiscal deficit. Even if a little monetization, the stimulus is
worthwhile,” he said.

“The initial moves made by India were right moves. A lot will depend how we exit from lockdown.
Landscape of global economy will change, winners and loser will emerge,” he added.

Additional Stimulus 3% of GDP: N R Bhanumurthy, Professor, NIPFP

The additional stimulus would amount to three per cent of GDP, according to N R Bhanumurthy,
Professor, NIPFP (National Institute of Public Finance and Policy).
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“Now this Rs 12 trillion additional fiscal stimulus that PM has promised will include Rs 7 trillion
because you are not going to compromise on expenditure that has already been planned in Budget
2021. We have already seen that the government actually increased the borrowing programme for

current financial year from Rs 7.8 trillion to Rs 12 trillion so | think the additional Rs 4.2 trillion is
largely to cover the decline in revenues," he said.

Bhanumurthy said that his calculation suggests that the additional stimulus measure, assumimg that
there will be no further changes in monetary policy, would be close three per cent of GDP.

"And that is substantial given the fiscal condition right now,” he added.
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Lot will depend on how India exits from lockdown, says

Kaushik Basu
By Press Trust of India | Kolkata | Last Updated at May 13 2020 23:46 IST

Topics Coronavirus | Kaushik Basu | Lockdown

Kaushik Basu said if business remains halted, the food chain will be disrupted and there could be
a famine
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India took the right call by announcing a prompt lockdown in March in the wake of the Covid-19
pandemic, but a lot will depend on how the country makes an exit from it as the landscape of the
global economy will change by then, former chief economic advisor Kaushik Basu said on
Wednesday.

The basic issues at present are the concerns about the food chain, jobs and migrant workers, which
have to be resolved immediately, he said.

"The first move of a quick lockdown made by India was right. It was called for. Now, a lot will
depend on how India exits from the lockdown as landscape of the global economy will change by
then," Basu, a professor of economics at Cornell University, said during a webinar hosted by the
Bengal Chamber of Commerce.

He said extending tax benefits might not be enough as the poor need direct support.

"Just giving tax benefits is not enough. Poor people should be given cash. But, this will not
lead to hyper inflation,” the former World Bank chief economist said.

"I am optimistic about the long-run indicators of the economy of India. The problem is with
the perception of the people, who perceive more danger and risk than economy. That can
jeopardise the entire process of recovery. The issue is how we balance these,” Basu added.

Basu said he is happy that India is now looking at the economic aspect as the country
prepares to gradually exit the lockdown.

"It is needed for unlocking the lockdown quickly. Quoting an Oxford study, there are
different categories of lockdown. We can't stop lockdown altogether. But, this has to be
differentiated," he said.

The former chief economic advisor said if business remains halted, the food chain will be
disrupted and there could be a famine. Food shortage will also cause deaths, he added.

"India is now looking at a new face of lockdown by allowing the economy to prosper,” Basu
said.

Prime Minister Narendra Modi, while announcing a Rs 20-lakh crore economic package on
Tuesday, had said that the next phase of lockdown will have a different look with a new set
of rules and regulations.

Basu said India does have a remarkable bureaucracy and this advantage can be harnessed.

"I am glad that money is set aside as we know by the PM's announcement. But, fisal deficit is
aworry," he said.

"... India has a good law FRBM (Fiscal Responsibility and Budget Management Act) that
does not allow governments to overspend. But, this is a natural calamity. States and the
Centre can spend more. RBI can also opt for printing money," the former World Bank official
said.
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Basu said India is a highly interlinked economy in which small firms are connected with the
big corporations in terms of goods and services.

"Markets should be allowed to run on their own as a natural mechanism. If that is not done, it
will be a story of disaster."

Although India's growth has been falling over the last two years, there are bright signs on the
ease of doing business front, he said.

"We have to address the issue of inequality. Global players are worried about that. A lot of
money is going to other countries...", he said.

Basu said credit has to be directed to the MSMEs or else "within weeks, they will crash”.
He also called for increasing savings and investment rates in the country.

To a query, he said China is now a "vacating space".
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Lot will depend on how India exits from lockdown:
Kaushik Basu

Kolkata, May 13 (PTI) India took the right call by announcing a prompt lockdown
in March in the wake of the COVID-19 pandemic, but a lot will depend on how the
country makes an exit from it as the landscape of the global economy will change
by then, former chief economic advisor Kaushik Basu said on Wednesday.

The basic issues at present are the concerns about the food chain, jobs and migrant
workers, which have to be resolved immediately, he said.

"The first move of a quick lockdown made by India was right. It was called for.
Now, a lot will depend on how India exits from the lockdown as landscape of the
global economy will change by then," Basu, a professor of economics at Cornell
University, said during a webinar hosted by the Bengal Chamber of Commerce.


https://www.outlookindia.com/newsscroll/lot-will-depend-on-how-india-exits-from-lockdown-kaushik-basu/1833643
https://www.outlookindia.com/newsscroll/lot-will-depend-on-how-india-exits-from-lockdown-kaushik-basu/1833643

He said extending tax benefits might not be enough as the poor need direct support.

"Just giving tax benefits is not enough. Poor people should be given cash. But, this
will not lead to hyper inflation," the former World Bank chief economist said.

"I am optimistic about the long-run indicators of the economy of India. The
problem is with the perception of the people, who perceive more danger and risk
than economy. That can jeopardise the entire process of recovery. The issue is how
we balance these," Basu added. PTI DC RBT RBT

Disclaimer: This story has not been edited by Outlook Staff and is auto-generated from news
agency feeds. Source: PTI
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‘India must be cautious not to slipback
to the Licence Raj or Permit Raj regime’

PM's stimulus package is a move in
the right direction, says Kaushik Basu

OUR BUREAU

Kokata, May 13

Kaushik Basu, Professor of Eco-
nomics and Carl Marks Pro-
fessar of International Studies,
Cornell University, on Wednes-
day, said that India needs to be
cautious not ta slip back to the
Licence Raj or Permit Raj re-
gime.

The ‘Licence Raj', which ba-
sically involved an elaborate
system of licences and regula-
tions that were required to set
up and run businesses in the
country, was dismantled with
the liberalisation policy intro-
duced in1991.

“The licence permit rajin In-
dia was a slow evolution. The
year 1991 saw the biggest eco-
nomic reform, which trans-
formed the landscape of the
economy. Right now, there isa
risk (of going back to the per-

mit era). From what | am hear-
ing from corporatesand a vari-
ety of people, that awareness
has come for policy makers
that we will not make that mis-
take. We must not become a
system where you need to take
permission for everything. We
need to quickly unwind, creat-
ing space so that people can
start taking their own de
cisions," said Basu at a webinar
organised by the Bengal
Chamber of Commerceand In-
dustry here on Wednesday.

Suppressing market forces

While controlling the eco-
nomy, it is important to see
that we do not try to suppress
market forces. “We must never
think we can control the invis-
ible hand, stop the market
from functioning, halt the eco-

g pEEs
o .-

Economist Kaushik Basu

nomy, and have bureaucrats
and police run the state. It has
not worked anywhere in the
world, and is a recipe for dis-
aster,” he said.

According to him, the stimu-
lus package announced by the
Prime Minister on Tuesday is a
move in the right direction. He
also said that though fiscal de-
ficit was a ‘worry', it has to be
putaside for now.

“The initial moves made by
India were right moves. A lat
will depend on how we exit
from the lockdown. The land-

scape of the global economy
will change, winners and
losers will emerge,” he added.

Though it is important for
India to work in terms of taxa-
tion and policies for transfer to
the poor, one cannot be ob-
sessed with long-term changes
at the moment, he pointed
out.

“The level of inequality in In-
dia is unacceptable, but right
now our window is a couple of
months, and we cannot make
mistakes to have a course of
setbacks.

“Global players are warried
becausein March alone we saw
§16 billion capital exiting In-
dia, the biggest outflow in a
single month. There area lot of
economies that are doing well
amidst this crisis, such as Viet-
nam, South Korea and Taiwan.

“We have to keep reforms in
the midst of this so that we
have a good future, along with
managing the current crisis,”
he said.
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‘India needs to be cautious not to slip back to the
Licence Raj or Permit Raj regime’

Our Bureau Kolkata | Updated on May 13, 2020 Published on May 13, 2020

Kaushik Basu

Kaushik Basu, Professor of Economics and Carl Marks Professor of International Studies,

Cornell University, on Wednesday, said that India needs to be cautious not to slip back to
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the Licence Raj or Permit Raj regime. The ‘Licence Raj’, which basically involved an
elaborate system of licences and regulations that were required to set up and run
businesses in the country, was dismantled with the liberalisation policy introduced in

1991.

“The licence permit raj in India was a slow evolution. The year 1991 saw the biggest
economic reform, which transformed the landscape of the economy. Right now, there is a
risk (of going back to permit era). From what | am hearing from corporates and variety of
people is that the awareness has come for policy makers that we will not make that
mistake. We must not become a system where you need to take permission for
everything. We need to quickly unwind, creating space so that people can start taking
their own decisions,” said Basu at a webinar organised by the Bengal Chamber of

Commerce and Industry here on Wednesday.

Supressing market forces

While controlling the economy, it is important to see that we do not try to suppress
market forces. “We must never think we can control the invisible hand, stop the market
from functioning, halt the economy, and have bureaucrats and police run the state. It has

not worked anywhere in the world and is a recipe for disaster,” he said.

According to him, the stimulus package announced by the Prime Minister on Tuesday is a
move in the right direction. He also said that though fiscal deficit was a ‘worry’, however,

it has to be put aside for now.

“The initial moves made by India were right moves. A lot will depend how we exit from

lockdown. Landscape of global economy will change, winners and loser will emerge,” he

added.

Though it important for India to work in terms of taxation and policies for transfer to the
poor, however, one cannot be obsessed with long term changes at the moment, he pointed

out.

“The level of inequality in India is unacceptable, but right now our window is a couple of
months, and we cannot make mistakes to have a course of setbacks. Global players are

worried because in March alone we saw $16 billion capital exiting India, the biggest



outflow in a single month. There are a lot of economies thatare doing well amidst this
crisis, like Vietnam, South Korea and Taiwan. We have to keep reforms in midst of this,

so that we have a good future, along with managing the current crisis,” he said.

Additional stimulus
According to NR Bhanumurthy, Professor, NIPFP, the fiscal stimulus of ¥20-lakh crore
(approximately 10 per cent of GDP) announced by the Prime Minister on Tuesday would

amount to 3 per cent of the GDP.

There are estimates that nearly *8-lakh crore has already been provided by the RBI
through increase in liquidity as well as reduction in repo rate and CRR rate; so, what is
left now would translate into 5 per cent of GDP. Again, the Central and State
governments put together are likely to witness a total reduction in revenues to the tune

of X7-lakh crore in revenue due to lower GDP growth.

“Now this X12-lakh crore additional fiscal stimulus that the PM has promised will include
that X7-lakh crore because you are not going to compromise on the expenditures that have
already been planned in the Budget 2021, and we have already seen that the government
actually increased borrowing programme for current financial year from X7.8-lakh crore
to X12-lakh crore; so, | think additional *4.2-lakh crore largely to cover the decline in
revenues, so overall, my own calculation suggests that the additional stimulus measure
expecting that there will be no further changes in monetary policy would be close 3 per

cent of GDP, and that is substantial, given the fiscal condition right now,” he said.

Published on May 13, 2020
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A case to support big firms

SAMBIT SAHA

Calentta: Indin has to make sure that
large corporations also pot adequate fAiscal
stpport from the govertunent to confront
the economic challonges thrown up by
the pandetnic, along with the small and
meciven finms, noted economist Kauslik
Hasu sugpested

The former chief economist of the
World Bank also warned that India
should not sip back to the licence raj,
which stifled economic growth before the
reforms undeashed (11 1961 as it lowly un
winds the strict lockdown measwre to
slow the spread of the virus

Basu, who was also the clddf economic
adviser 1o India between 2006 and 2012,
said the governunent must provide food
and hoal thearo to the poor as only direct
transfer of cash wondd not be enough to
shisld thew from the economic fallowt of
Covid 1%

Apart from prescribing what India
shonld do to tackle the sagping econom y
al & weblnar orgasdsed by the Bepgal
Chamber of C: erce & Industry, Basu
polnted out how often during a crisis peo
ple percedve risk and danger wrongly,
cautiondng that if economy is allowed to
langasish, “it would come back to hit us
very very badly™,

“We lave to follow tough policies
but we cannot allow that to become
the nerm and think of the worst case sce
nario as the scenario,” Basu noted

India, aslong with many other
amerging economies, has one of the
lowest crude mortality rate per million
population in the world, he polnted
ot

CANDID: Kmwshik Basn
Big firms, small firms

While Basay, professor of econoandes in Cor
ndl University, US, was speaking thisaf
tertoon, Unfon finance ndnister Nirmala
Sitharaman swmounced a Rs 3.6 lakh crore
fiscal packape directed only to sipport the
sanall and mediiuen sector of the comntry.

He poirted ot that small firmus would
not survive iF Wg firms crash becase
they are intricately intorconnected

“At this time the debate is not about
big firins or senall firms. What people mis
understand, that i1 is highly interdinked
coonoty that we live in. If we just pay at
tesption just to the small Nrms, ignore the
bgones saying il they crash they crash, in
10 thine the small Grms will also crash be
catsea lot ofthe work that the small s
do, informal sector or SHGs do, ix con
nected 1o the big corporations, At this
poladt of time the govertunent has to give
direct mmodiate support to the poar but

we have o make sure that big finas fune
tion as wedl,”™ Bast sadd

Fear of licence raj

Apart from providing financlal support
and subsidies to the finns, they should be
allowed space to prosper and not let by
reancrats and police interfere at every
stage, as reports sugpest happened during
the enforcement of the lockdown

“In 1551, the Meonco raj was scrapped
Rigit now thero Is a bit of risk... We can't
afford to slip back to that. We cannot lave
asystenn where we have to take perils
sion for evervthing. We have to quickly
wwind and allow people to have space.”
Basu sald. He sald that the market’s “in
visitde hand™ - a term coined by Scottish
philosapher and economist Adan Smith
— should be allowed to fanction and the
povornment should net try to control it

“It will be a disaster if you have top
down control trying to rum the economy
;nw inwvisi bde hand cannet be replaced,”

w sand

Global worries

Basu sald India cannet alferd to make
mistakes now as the world economic
order would change, leaving new witinwrs
and losers.

“Wecantaflord to makemistakes and
face asetback. Global players are worried
about India, In March 816 billlon capital
exited, biggest in a month. There are
econamiesin the world, which are ready
to grow and develop. We know there are
gobal businosses which are ready to
move into other countries. Vietnam,
South Korea anvd Tad wan are dodng well
Indiia has to be cardful,™ he signoed of T
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Corporations
must get
space: Basu

Timmes News NETWORK

Kolkata: The Centre’s insuran-
ce support to MSMESs is good,
but corporations need to be gi-
ven space to produ-

ce and earn profits,
" 8 said former econo-
>

mic adviser to the
S Centre and noted
economist Kaushik Basu.

“The invisible hand should
be allowed to function. Govern-
ment cannot take full control,”
he said in a webinar organised
by the Bengal Chamber of Com-
merce & Industries (BCC&I).

“It would be a disaster with
top-down control,” he said. Basu
also feels that during a calamity
like this there should be a direct
support of food and healthcare
to poor as a centralised effort.
“We will have towork in terms of
taxation, policies for transfer to
poor,” hesaid.

He added that in the last two
years, India had a growth slump
but ease-of-doing-business indi-
cator was good that created spa-
ce for business. “We have to re-
member global players are wor-
ried about India. March saw $16
billion capital outflow from In-
dia, the biggest in a single mar-
Ket. There are global firms mo-
vingbusiness to other countries.
We have to be careful about that
and go for reforms that ensure a
good future forus.”



grey matter pr
PRESS CLIP

Publication:- Uniindia.com (http://www.uniindia.com/-centralised-effort-towards-direct-
support-for-food-and-healthcare-to-poor-needed-expert/east/news/1994718.html)

Date: - 13" May 2020

Page :-Online

Online panel discussion on “ COVID-19's Impact and Way Forward for India: An
Economic Assessment” on 13" May organized by The Bengal Chamber

Posted at: May 13 2020 3:47PM
00

'Centralised effort towards direct support for food and
healthcare to poor needed': Expert

Kolkata, May 13 (UNI) Rencwned economist Dr Kaushik Basu today said during a calamity like
Covid-1g, there should be direct support of food and healtheare to poor as a centralised effort.
Speaking during the Bengal Chamber organized webinar on COVID-19's impact and way forward
for India: An Economic Assessment, Dr Basu said, " India does have a remarkable bureaucracy .
There is a whole bunch of people who are well meaning and extremely talented. We have to
harness that and design a package. ”
" India has unaceeptable levels of inequality and we have to have a system of taxation where the
rich have to pay a higher tax , wealth tax which have to be transferred to the poor. "

Please log in to get detailed story.


http://www.uniindia.com/-centralised-effort-towards-direct-support-for-food-and-healthcare-to-poor-needed-expert/east/news/1994718.html
http://www.uniindia.com/-centralised-effort-towards-direct-support-for-food-and-healthcare-to-poor-needed-expert/east/news/1994718.html
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