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Market failure

New deal for agriculture needs good regulated
markets ahead of private competition

he ambitious initiative of the Narendra Modi go-
T\rnrn ment to bring about far-reaching reform in

agriculture has run into severe weather, mainly
over fears that the free market philosophy at its core
could spell the end of MSPs for produce that has so far
been centrally procured by the government. An allied
party’s Minister, Harsimrat Kaur Badal (Akali Dal) has
resigned in protest, and there is a strong pushback from
farmers against three Bills that seek to replace ordi
nances issued in June, on key aspects of the farm eco-
nomy - trade in agricultural commodities, price assu-
rance, farm services including contracts, and stock
limits for essential commaodities. The opposition to the
Bills, particularly on trade, flows from the position, ar-
ticulated by Punjaly, that agriculture and markets are
State subjects, and there should be no tinkering with
the MSP and Agricultural Produce Market Committees
(APMC), that form the backbone ol existing trading ar-
rangements. Several States have already liberalised
agricultural marketing, amending their APMC Acts, and
some have allowed regulated private commerce includ-
ing direct marketing. Yet, provisions in the Farmers'
Produce Trade and Commerce (Promotion and Facilita-
tion) Bill, 2020, providing for unfettered commerce in
designated trade areas outside APMC jurisdictions
without levy of any fee, and more generally, empower-
ing the Centre to issue orders to States in furtherance of
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Another Afghan peace push and a role for India

New Delhi’s engagement after Americas exit must build on its resonating vision of a stable and plural Afghanistan

RAKESH $00D

ast week, on September 12,
Lthe much awaited intra-Af-

ghan talks between the Tali-
ban and the Afghan High Council
for National HReconciliation
opened In Doha, Qatar, 19 years af-
ter the 911 attacks on the U.S. that
stunned the world and marked the
beginning of the U.S. war in Af
ghanistan against al Qaeda and the
Taliban, its local sponsors. The in-
Itiation of intra-Afghan talks was a
key element in the U.S.Taliban
peace deal signed in Doha on Fe-
bruary 29 between the L.S. Spe-
clal Representative for Afghanis-
tan Reconciliation, Ambassador
Zalmay Khalilzad, and the Taliban
deputy leader, Mullah Abdul Gha-
ni Barader. Originally planned to
begin on March 10, the process
had to overcome many hurdles
along the way providing a small
glimpse of the difficult road that
lies ahead.

Dynamics of negotiations
The Trump administration soon
realised that its 2017 policy of

to ensure that the Afghan govern-
ment would accept the Doha out-
come.

Originally Ambassador Khalil-
zad had spelt out four objectives:
an end to violence by declaring a
ceasefire; an intra-Afghan dia-
logue for a lasting peace; the Tali-
ban cutting ties with terrorist or-
ganisations such as al Qaeda, and
LS. troop withdrawal, Within
months, the Taliban had whittled
these down to just the last one
with some palliatives regarding
the third, Instead of an Afghan-led,
Afghanowned and Afghan-con-
trolled reconciliation, it had be
come a U.5.-led and Taliban-con-
trolled process with nobody
claiming ownership or responsi-
bility. Timelines were fixed for the
U.S. drawdown by mid-June (fol-
lowed by complete withdrawal by
April 2021) and for removal of Tali-
ban from the UN Security Council
sanctions Iist by end-May. The Tali-
ban have released 1,000 members
of Afghan security forces and the
Afghan authorities have freed over
5,000 Taliban from their custody.
This process took longer than ori-
ginally foreseen but has now been
completed. The two elements that
remained open ended In the U.5.-
Taliban deal are the ceasefire de-
claration and the intra-Afghan
talks.
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and Installations averaged over 80
aweek,

A reeport by the U.S. Special In-
spector General for Afghanistan
Reconstructon (SIGAR) issued in
July covering the second quarter
of 2020 (https://bit.ly/3hjqvpa) as-
sessed that “The Taliban is cali-
brating its use of violence to harass
and undermine the ANDSF |Af
ghan Katfonal Defense and Securl-
ty Forces] and [the Afghan govern-
ment], but remain at a level It
perceives is within the bounds of
the agreement, probably to en-
courage a US. troop withdrawal
and set Favorable conditions for a
post-withdrawal  Afghanistan.”
The report expressed scepticism
about whether the Taliban had cut
ties with al Qaeda and stated that
“the Islamic State-Khorasan main-
tains the ability to conduct mass
casualry attacks”, A UN Analytical
Support and Sanctions Monitoring
Team report concerning the slam-
ic State and al Qaeda (also issued
in July) concluded that *Al Qaeda

is repeated more than a dozen
times in the Agreement. The lead-
er of the Haggani Network, Sira-
juddin Haggani, who is also the se-
cond-in-command of the Taliban
happens to be on the U.S, wanted
list with a reward of $10 million for
information leading to his capture
or death. All this is difficult to re-
concile with the notion that the
LS. considers the Taliban a partn-
er in counter-terTorism operations
against the IS and other terrorist
Eroups.

In an op-ed In The Washington
Post on August 14 (https:/iwa-
po.st/3ImAFY2H), Afghanistan Pre-
sident Ashraf Ghani wrote that
“the Afghan people want peace”
and that is why the government
*made the decision to take anoth-
er risk for peace”, Calling on the
Talthan to sit across from Afghan
representatives to arrive at a polit-
ical resolution, he added that “we
acknowledpze the Taliban as part of
our reality™ and urged that “the
Taliban must, in turn, acknow-
ledge the changed reality of to-
day's Afghanistan”.

The current reality is that 74% of
Afghan population is below 30 and
has lived, for most part, in a con-
servative but open soclety. Howey-
er, the Taliban continue to main-
tain the Kabul administration as
an imported western structure for
continued American occupation.

and Russian Special Envoy to £
ghanistan Ambassador Zamir K
bulow bluntly pointed out that
India had concerns regarding an
India activities of terrorist grour
it must engage directly with tl
Taliban. In other words, if Ind
wanted to be invited to the party,
must be prepared to get up ar
dance,

Major powers, finite interest
The reality is major powers have
mited interests, For the U.S, 1
peace talks provide US. Preside
Donald Trump an exit opportur
ty weeks before his re-electic
bid. The European Union b
made it clear that its financial co
tribution will depend on the seo
fty environment and the humi
tights record. China can alwa
leain on Pakistan to preserve its s
curity and connectivity interest
For Russia, blocking the drug su
ply and keeping its southern pe:
phery secure from extremist
fluences is key. That is why t
major power is taking ownersh
for the reconcilistion talks, b
merely content with being facilit
tors.
A report issued last month |
the Heart of Asia Society, a Kabt
based think tank observes th
“the prospect for peace in Afgha
istan depends on regional conse
SUS to support the peace proce
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APMC market system, removing trade cartels, and pro-
viding farmers good roads, logistics of scale and real
time information. Rather than opt for heavy centralisa-
tion, the emphasis should be on empowering farmers
through State Farmers Commissions recommended by
the NCF, to bring about a speedy government response
to issues, Without strong institutional arrangements,
laisser-faire policy may harm lakhs of unorganised
small farmers, who have been remarkably productive
and shored up the economy even during a pandemic.

Continuity in change

Indiais hoping that under PM Suga, Japan will
not steer away from the course set by Abe
Less than a month after his sudden announcement

that he would step down due to health reasons,

Japan's longest serving Prime Minister, Shinzo
Abe, 65, has passed on the baton to his long-term asso-
ciate, Yoshihide Suga, 71. Mr. Suga promises continuity
rather than change as he takes the reins, His choice s it-
self an indicator of that continuity; he has been Chief
Cabinet Secretary since 2012, as well as the top spokes-
person and a key implementer of Mr, Abe's policies, An
elected MP since 1996, Mr. Suga was Minister of State
for Internal Affairs and Communications during Mr.
Abe's previous tenure in 2006-07. In his press confe-
rence after winning the leadership of the ruling Liberal
Democratic Party this week, Mr. Suga said his goal is to
continue with Mr. Abe’s policies and complete his goals,
particularly the tasks of reviving the economy and con-
trolling the COVID-19 pandemic. He has also retained
Mr. Abe’s key cabinet choices which include the Fi-
nance, Foreign and Environment Ministers, Despite his
best intentions to stay the course, he has taken charge
at a crucial moment in a rapidly changing world and
will need to steer through the outcome of the U.S, elec-
tions in November, China's growing ageressiveness, and
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On the GST issue, the Centre holds the baton

A large borrowing programme is inevitable; data and economic uncertainties show that States cannot handle the matter

ARUN KUMAR

he Goods and Services Tax
T{GSTJ Council meeting has

now been deferred to the
first week of October due to sharp
disagreement between the States
and the Centre, the result of the
unprecedented revenue shortfall
faced by them. By July-end, the
Centre's fiscal deficit had reached
8.2-lakh crore, 103% of the full
year's target and 15.23% of the low-
er GOP, The States face a similar
situation.

The Centre had brought the
States on board GST by promising
higher revenue collection. I'roduc-
ing States such as Gujarat were
sceptical because GST is a last
point tax which is collected pro-
portionately more in consuming
States such as Bihar, States were
lured by the promise of 14% an-
nual growth in GST revenue over
the base year of 200516, Any
shortfall from this (for five years)
was to be compensated by levying
a cess on luxury and sin goods.

States have been reminding the

made by July 2020, The transfers
due since April 2020 have been
withheld.

In the last GST Council meeting
held on August 27, the Centre gave
the States two options. Fist, they
could borrow #97,000 crore (the
shortfall in the GST revenue com-
pensation) from the Reserve Bank
of India (RBI) under a special win-
dow at a low rate of interest, Se-
cond, borrow £2.35lakh crore (the
total compensatfon shortfall) from
the market with the RBI facilitating
it. The burden of repayment
would be borne by the future col-
lections from the compensation
cess. It was proposcd that this cess
which was to end [n June 2022
could be extended to facilitate the
repayment of the debt.

Clearly, the Centre is reneging
on its promise to the States. The
implication is that the States are
on their own = cooperative feder-
alism is a casualty,

Accuracy of estimates

What Is the guarantee that the cess
would continue beyond 20227 If
the statutory provision of 14% In-
crease is being given up, then how
sacrosanct will something that is
not even a part of the GST Act be?
Adverse economic circumstances
may continue given the great un-
certainty about the duration of the
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are they arrived at when the Minis-
try of Finance is refusing to give a
figure for growth in 2020-217

Budpgetary calculations

The Union Budget presented on
February 1, 2020 assumed a nomi-
nal growth of 10%, But, glven that
the economy is still at around G0%
of last year's level, very optimisti-
cally it is likely to contract for the
year 2020-21 by at least 10%. So,
optimistically, the Centre's budge-
tary calcularions will be off by at
lzast 20%.

Revenue will fall by much more
than 20¢%. Corporate sector profits
will fall sharply. Some sectors such
as fast-moving consumer goods, or
FMCG, and e-commerce will do
well, But companies in sectors
such as airlines, hotels and con-
sumer durables will show losses
and, therefore, pay little tax, Thus,
corporation tax collection will fall
sharply - much more than 20%

ny private firms are also likely to
incur losses. So, Income tax collec-
tion will also be short by much
more than 20%. The direct tax/
GDP per cent may be expected to
fall from 5.5% last year to less than
4% this fiscal,

If GDP falls by 10% over last
year, instead of being $224-lakh
crore, it will be about T184-lakh
crore. Using the lower tax/GDP ra-
tio, direct tax revenue will be short
by t5-lakh crore compared to the
hudgeted amount. This is an opti-
mistic guess. The States’ share of
all taxes collected by the Centre is
42%, 50 they will lose 22-lakh
crore,

Greater shortfall
GST collection will also be short by
much more than 20%. The pro-
duction of luxury and sin goods
has been severely impacted and
they pay the high rate of tax - 18%,
28% and cess on top, The cssential
production which is affected less
by lockdown either pays 0%, 5% or
12%. Due to a drastic fall in im-
ports, the Integrated Goods and
Services Tax {IGST) and customs
duties will also decline. The extra
tax collected on petroleum pro-
ducts will help counter the decline
to an extent.

Consequently, the indirect tax/
GDP ratio can be expected to fall

part (¥2.8-lakh crore) will also be a
loss of States.

The States” GST shortfall would
be about 22.1-lakh crore. On top of
this, they will lose 42% of the
shortfall in the Centre's collection
- 50 another 88,000 crore. The
GST collectlon figures are gross;
input credit remains to be paid
back. So, the shortfall is [ikely to
be greater than implied by the
April to August figures,

Thus, at an optimistic guess, It
the economy declines by only
107%, the total tax collection will be
down by about T12-lakh crore in
2020-21. The States will lose 16.4
lakh crore, The States GST revenue
will be short by 3akh crore
which should be compensated by
the Centre. Subtracting from this
the expected collection of 265,000
crore from cess we get the figure of
t2.35-lakh crore,

Even if the States take the loan
of 2.35lakh crore they would
have an uncovered deficit of 24-
lakh crore. Further, as many pred-
ictions are that the economy will
be down by much more than 10%
wsed in the calculations above, the
revenue shortfall is [iely to be far
greater. This points to the dire po-
sition of the Centre {and the
States) and the inevitability of a
larpe borrowing programme. Only
the Centre is in a position to do
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withdraw or resign from an

[ndia is hoping tl er PM Suga, hpal X imPOﬂ?:;rzzziltmg office
not gteer away from the course sepp§ Abe Wand .

ess than a month after his suddefi announgerfient
Lthat he would step down{@ue to health reasops, Haltor , T/

Japan’s longest serving Prime-Minister, SHinzo
Abe, 65, has passed on the batonfo hlS long-pefm asso-
ciate, Yoshihide Suga, 71. Mr. .Suga Promisés continuity
rather than change as he takes the|reins. His choice is it-
self an indicator of that continuity: he has been Chief
Cabinet Secretary since 2012, as well as the top spokes-




person and a key implementer of Mr. Abe’s policies. An
elected MP since 1996, Mr. Suga was Minister of State
for Internal Affairs and Communications during Mr.
Abe’s previous tenure in 2006-07. In his press confe-
rence after winning the leadership of the ruling Liberal
Democratic Party this week, Mr. Suga said his goal is to
continue with Mr. Abe’s policies and complete his goals,
particularly the tasks of reviving the economy and con-
trolling the COVID-19 pandemic. He has also retained
Mr. Abe’s key cabinet choices which include the Fi-
nance, Foreign and Environment Ministers. Despite his
best intentions to stay the course, he has taken charge
at a crucial moment in a rapidly changing world and
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will need to steer through the|outcome[oi the U.S. elec- Result
tions in November, China’s growing|aggressiveness e Anger , 3THRTHSHAT
a worldwide economic doWn_tur'n. A main challenge One who initiates ,3TsTE
will be to ensure the success of the Tokyo Olympigs,
now rescheduled for July 2021 due to the pandemit.
For India, Mr. Abe’s exit is a loss, given Jis game-
changing moves on India-Japan ties, which included
upgrading the relationship to a Specidl Strategic and
Global Partnership, instituting the #hnual Prime Minis-
terial summits from 2006, spearheading both Versions
of the Quadrilateral with the U.S. and Australia, and
personally moving the India-Japan civil nuclear part-
nership through the Diet (parliament), Japan’s first with




a non-NPT country. One of his last meetings as Prime
Minister was a telephonic summit with Prime Minister
Narendra Modi, announcing the signing of the Acquisi-
tion and Cross-Servicing Agreement, a significant step
in defence cooperation. His close personal relationship
with Mr. Modi, both seen as “strongmen” leaders, built
on his earlier partnership with former Prime Minister
Manmohan Singh, with whom he shared his famous
“three arrows” economic strategy called ‘Abenomics’.
Mr. Suga would be well aware of the big shoes he must
fill and the importance of the relationship with India for
Japan. It is significant that one of the new government’s
first engagements is likely to be the Foreign Minister-le-




vel meeting of the (uad eottriesin fokyomextTmontiy Four
which will also give New Delhi insight intertrowr e View , sigfe

has changed and how much will stey the samein Ja
pan’s view of the world with the change at the helm,
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» Shake in shoes — tremble with fear , to
be afraid .

“ The film was so scary | was
shaking in my shoes.
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Market faj]ure Associated, 9 Z
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S . _ _ Act of repelling an enemy ,
T2l -
New deal for agriculture needs good regulatec A o

markets ahead of private competition

he ambitious initiative of the Narendra Mody/gc Edict, instructions , searasr
Tvernment to bring about far-reaching refofm i

agriculture has run into severe weather,/mairy
over fears that the free market philosophy af its cg
could spell the end of MSPs for produce thayhas so
been centrally procured by the governmet. An allied]
party’s Minister, Harsimrat Kaur Badal (Akali Dal) has
resigned in protest, and there is a strong/pushbackifro

farmers against three Bills that seek to replace| ordi-

nances|issued in June, on key aspects of the farm eco-

nomy — trade in agricultural commodities, price assu-
rance, farm services including contracts, and stock
limits for essential commodities.



Yet, [provisions gf-tire Farmers Rule ,law, ITag™™
Produce Trade and Commerce (Promotion and Faetita- Free , fA<Eer

tion) Bill, 2020, providing for jinfettered commerce i RSN CMI WAL IR
designated trade areas_outside-APMETITISAICtioNS Impose tax , IR

without|levy pf any fee, and more generally, empgwer- Growth , 3T F8TH
' Connected, SITST g3

Ing ;he Gentfe tq issue orders to States in furtheranees Chamber ., T2
the law’s objectives, have alarmed-3tates. A challenge’| Receipt , ag=it
has been| mounted[by Rajasthan, declasing tentral wa-

rehoused as procurement{centres under its APMC Act,

and therefore required to pay a market fee to the State.
Mr. Modi has characterised the arguments as mis-
leading, promising that the MSP system will continue.




[f the Centre’s[intents eIl Com- entic
petition, it should massively fund the expansiw oup of business natic
APMC market system, removing trade tartels rafid pro- IECR

viding farmers good roads\ logistics fof Scale and real ed in calculating
time information. Rather than opt for heavy centrali 0 reinforce or streng
tion, the emphasis should be on empowering faffers [ ' oy e

through State Farmers Commissions recpafimended by
the NCF, to bring about a speedy gov€rnment response
to issues. Without strong ipstifutional arrangements,
laissez-faire policy may’harm lakhs of unorganised
small farmers, who have been remarkably productive
and shored up the economy even during a pandemic.
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“ Select the wrongly spelt word ?
A) DISPERSE B) AGRAVATE

C) GATHER D) COLLECT

= ANS - B - AGGRAVATE - MAKE MORE
WORSE .
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“ Select the wrongly spelt word ?
A) VAUGE B) MANSION

C) PRECAUTION D) CREW

= ANS - A- VAGUE - UNCLEAR
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“ Select the wrongly spelt word ?
A) DENEZEN B) TRICKERY

C) NAUISANCE D) CHRONOLOGY

= ANS — A- DENIZEN - PERSON , ANIMAL OR

PLANT THAT LIVES OR IS FOUND IN A
PARTICULAR PLACE.
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“ Select the wrongly spelt word ?
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A) BREAK B) SUPERSED

C) CHIOR D) REPLACE

= ANS - B-& C - SUPERSEDE - TAKE THE

PLACE .
= Choir- group of people singing
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“ Select the wrongly spelt word ?
A)IRRITATING B) ICY

C) TORID D) COMMEMORATE

= ANS - C- TORRID- VERY HOT & DRY
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