/iearmng to Let Things Go

¢ he New Industrial Policy

(NIP)1991 took thefirst step

i towards rescuing the Indi-

- | aneconomy from the clut-

; chesof socialism. The Stra-

teglc Disinvestment Policy (SDP)

2021, detailed in Annexure II of Fe-

bruary budget speech, promises to

be the final step towards achieving
thisgoal.

To fully appreciate the significan-
ce of SDP 2021, we must go into the
post-Independence economic histo-
ry of India. Jawaharlal Nehru was
an avowed socialist. Led by him, Par-
liament had adopted a resolution to
establish ‘a Socialistic Pattern of So-
ciety’ in December1954. A key policy
instrument to achieve this objective
was to bring a progressively larger
share of production activity in the
public sector. Being pragmatic rat-
her than ideological, Nehru chose to
increase the share of the public sec-
tor by increasing its share in invest-
ment over time and eschewed natio-
nalisation of private enterprises.

In PublicDomain

This changed under his daughter In-
dira Gandhi. Early in her prime mi-
nistership, she turned intoa hard so-
cialist and went on to nationalise all

" major banks, the entire insurance

sector; all coal mines, and some of

~ thelarger enterprises in oil refining,
.- steel, copper and textile sectors. Mo-

reover, while Nehru had confined
the public sector to heavy industry;
she turned every conceivable sector

afairgameforitsentry.

Though the big wave of nationali-
sation ended by the 1980s, the addic-
tion to creating public sector enter-
prises (PSEs) did not. Even the land-
mark NIP 1991, which eventually en-
ded public sector monopoly. in all
sectors except railways and atomic
energy, failed to restrain enterpri-
sing bureaucrats and politicians
from adding ever more enterprises
topublicsectorkitty. .

Though Atal Bihari Vajapayee to-
ok thebold stepof privatisinganum-
ber of central PSEs (CPSEs), he too
was unable to put a lid on their ex-
pansion. The total stock of financial
inyestment in the enterprises, which

stood at 2.3 trillion on March 31,

1998, rose to 3.5 trillion on March 31,
2004. This trend continued under the
successor UPA government with the
total financial investment in CPSEs
rising to 9.9 trillion by March 31,
2014. Accordingtothelatestavailable
estimate, the mvestment had rea-

company on theprlvatlsatlonhst for
theﬁrstt]me it strike

munications; (3) power, petroleum
coal and minerals; (4) banking, insu-
ranceandfinancial services. Evep in

ve acqmred
presence in all three broad sectors of
the economy in the last seven deca-
des: agriculture, industry and servi-
ces. If SDP were implemented in ear-
nest, the government would exit the
agricultural sector entirely. In in-

' Beginning in October 2016, the Cabinet has given

approval for privatisation to multiple lists of CPSEs.
But DIPAM is yet to open its account on this score

[Escape from this Alcatraz

dustry; it would quit the manufactu-
ringof steel, chemicals and pharma-
ceuticals, engineering goods, trans-
Rortation vehicles and equipment,
ipdustrial and consumer goods and
extiles. In services, the exit list wo-
uld include tradmg and marketmg,
consultancy services of various
kinds, and hotels and tourism.

‘Prove Your Purpose

Production activity in these sectors
serves no public purpose. As such,
therehasneverbeenagoodrationale
for devoting precious taxpayer mo-
ney to it. Now that Gol has announ-
ced its decision to exit these sectors,
itmustdisallow future allocations of
taxpayer money to CPSEs in them.
Units needing financial resources
for restructuring or other purposes
must berequired toraise them in the
market at commercial terms.
Sometimes, CPSEssell their excess
landtoralseﬁnanmalresources This,
too, should be off limits, since such
land is public property and proceeds
from its sale are no different from
taxpayer money. The policy should
betohive off excessland and auction
itforhousingor other productive use.
In 1991, implementation of the de-
cision to end investment and import
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pointa separate ministry of privatisation if seriou?a‘bout Strategic Disinvestment Policy 2021

licensing under NIP only required
dismantling of the bureaucratic ma-
chinery tasked with issuinglicences.
In contrast, implementation of SDP
2021is a complex long-term project:
Going by the experience during
the past four years, it stands to rea-
son that the Department of Invest-
ment and Public Asset Management
(DIPAM) is not up to the task. Begin-
nmg in October 2016, the Cabinet has
given approval for privatisation to
multiplelistsof CPSEs. But DIPAM is
yettoopen itsaccount on thisscore.
It has not been able to privatise
even listed CPSEs in which the gov-
ernment stake is less than 60%. This
failure can hardly be explained by
appeal tofearsof future investigation
by vigilance agencies, since the task
involves merely offloading10percen-
tage points or fewer sharesat the list-
ed price ina transparent manner.
Given the importance of imple-
menting SDP2021and themagnitude
of the task, Gol cannot leave the task
to DIPAM officials. Instead, it must
appointaseparateministry of priva-
tisation with a technocrat of unim-
peachable integrity to head it.
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