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Do the Communists have a point? By S L Rao

Many of us have been bashing the Communists since the UPA government started functioning. Do they have a case for their obstruction of so many of the Manmohan Singh government’s measures? Are they conspiring to destabilize India? Or is their obstructionism merely the arrogance due to innocence, inexperience, and lack of administrative knowledge and management expertise?  

Their political objective is obviously to retain their hold on West Bengal and Tripura and their more tenuous hold on Kerala. For this they will do everything to protect their “natural” and constituencies among farmers, industrial workers and government servants. They know they will never have a majority to rule India by themselves. The ragtag “Third Front” that they are trying to cobble together has individual-oriented parties like the BSP, TDP, NCP, RJD, etc. With no programme or ideology except to reach power, the disciplined Communist bloc can easily push its agenda on them. When these miscellaneous parties realize that alliance with the Congress weakens them, they and the communists will abandon the Congress.  

The Communists say that they are “pro-poor” and “anti-rich”. But even the industrial working class is rich by comparison with the rural poor. The Communists lump them together and in protecting inefficient workers in state enterprises, they neglect the majority of the poor who are in casual employment. 

On macroeconomic parameters, the Communists do not have a position on the deficit and its reduction. They are, like everyone else, against inflation. For them, the poor, farmers, middle classes and particularly industrial workers and government servants must be protected. Hence, their rigid stance against raising the prices of petroleum products or power tariffs and for retaining untenable interest rate levels on Provident Funds. None of these is relevant for the poor. The Communists pay no heed to the consequences of such subsidized prices on the well being of supplier organizations and on government budgets. 

Rising forex reserves mean little to them except that they see them (with bank deposits) as government money to be used for giveaways.

They insist on a physical distribution of food grains in the public distribution system, subsidized fertilizers, kerosene, petrol, cooking gas, electricity and many other goods and services. They will not see that a good part of the p.d.s grains do not reach the poor or that almost 50% of subsidized kerosene goes to fatten the profits of truck operators who use it to adulterate diesel. Their demand (now conceded by government) for removal of the clause putting a time limit on abolition of cross-subsidies, originally in the Electricity Act 2003 is part of this same charity mindset at the cost of efficiency. They believe that the protection of the poor requires handouts from government. That giving wealth to the poor (instead of charity) through building their capacity by good education, health, sanitation, water supply, housing, good connectivity through roads and telephony is not their philosophy for bringing sustainable improvement in their condition.  

They are against the state giving up any of its ownership of enterprises. The state for them is fair and honest as compared to other employers. They confuse the impersonal state with its agents employed in government who actually perform the functions of the state, many times inefficiently and sometimes dishonestly. 

Efforts for greater productivity and efficiency in state enterprises will require their supporters to work harder and be in danger of losing their jobs if they are not. Bank consolidations are opposed for the same reason. They are against foreign bank entry because competition will force cost cutting and affect nationalized bank employees. They would also not like the size of government to be reduced.   

They are against any changes in labour laws that might jeopardize the jobs of those already in employment. They are for measures for “make-believe” employment, but not economic growth to bring about productive employment. They are not worried about competitiveness. They are against globalization and open economies because they put pressure on local labor to perform. They want to raise the share of their captive trade unions in the new industries in Gurgaon, Bangalore, Hyderabad, Pune, Orissa, etc, even by violent means, to improves their political clout. 

If it affects foreign investment adversely, they are not concerned since they believe that foreign investment is exploitative. On this issue, they are with the “Bombay Club” and its “swadeshi” argument. Capitalists are to be despised but Indian capitalists are preferred over foreign and especially American ones. Hence, their support of protection to Indian industry and hostility to product patents.

FDI in retail is bad for India. It might hit the small retailers. Greater labour and capital efficiency, improvement in quality, lower prices through bulk procurement and managing the supply chain, more stable prices for consumers, etc, do not interest them.   

Indian public finance policies are for the “fat cat” rich. They would rather see substantial reduction in taxes on petroleum products, better overall tax collections, pursuit of the “crooked” industrialists who account for almost all the non-performing assets of banks and financial institutions, getting payments from the power stealing industries, commercial establishments and the other politically well-connected. Indirect taxes could come down if direct tax collections were better. These are the dreams of armchair idealists, with no programme to achieve them.    

The national leadership of the Communists probably has never had to work for a living. If it had, it would recognize that people do not work to be equal; they want to be better than their cohorts. Communists do not recognize the consumer and her satisfaction as the key driver of an economy. They have no understanding of   administration, entrenched procedures and “protecting your back” culture of the bureaucracy. They are against competitiveness because it demands improvement in efficiency and effectiveness. For their central leadership, all ills in society can be corrected without compromising on equality and equity. 

In fact, with economic growth, poverty has declined while inequalities have widened. It is true as the Communists say, that help for the poor is pejoratively called “subsidy” while help for the affluent and for industry is called “incentives”. But throwing money to the poor will not reduce inequality. Most of it will go to the wrong target population or get stolen. Communists do not understand that provision in a budget requires the money to be wholly spent if it is to produce the desired outcomes. Mostly, it is not. It must also be spent efficiently to be effective. Our public governance structures and procedures do not enable budgets to be spent in any year. What is spent is done inefficiently and some times dishonestly. There is no understanding of the administrative reforms we must undertake if help to the poor is to be more than charity and actually build opportunity and capability.

It may be giving the communists too much credit to suspect that they are plotting to destabilize the economy so that they can take over. Their actions demonstrate ignorance, lack of administrative and managerial skills, a simplistic approach, lack of recognition that the citizen’s rights as a consumer must be fostered, and refusal to accept as desirable any attempt to improve productivity and efficiency in the economy. (1192)

