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® Cost of Living ® It so happened

w HOU|’|y rate f0r a babyS|tter farming produces lower yields and

therefore requires more land under

cultivation to produce the same
(Average price in $) amount of food. Thanks to synthetic
fertilisers, Borlaug points out,
global cereal production tripled
between 1950 and 2000, but the
amount of land used increased by
only 10%. Using traditional {
techniques such as crop rotation, ‘._
compost and manure to supply ‘
the soil with nitrogen and other
minerals would have required a
tripling of the area under
cultivation. The more intensively you
farm, Borlaug contends, the more
room you have left for rainforest.

The prison economy

Johannesburg

Fundamentals

Perhaps the most eminent critic of
organic farming is Norman Borlaug,
the father of the “green revolution”,
winner of the Nobel peace prize and
an outspoken advocate of the use of
synthetic fertilisers to increase crop
yields. He claims the idea that organic

US media reported that the country had a $37 billion prison
economy. The US, which has the world's highest
incarceration rate, currently has 2 million inmates in prison.
Inmate phone calls alone are a billion-dollar market.State
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prison systems spend more than $30 billion annually, and

Indian economy
zooming ahead, but
beware of hurdles!

Stephane Garelli

the “sleeping giant”, is

emerging as the fourth
largest market in the world
when its GDP is measured on
the scale of purchasing pow-
er parity, often a better com-
parison than mere output.

The year 2006 marks the
third year of healthy economic
growth, but the major devel-
opment has been India’s move
from a “working power” based
on a huge supply of low-cost
labour to a “brain power” com-
prising highly skilled and ed-
ucated workers.

India has progressively im-
proved its ability to compete as
measured by the Switzerland-
based International Institute
of Management’s (IMD) World
Competitiveness Yearbook
(WCY), jumping from 50th po-

I ndia, often referred to as

sition in 2003 to 29th place in
2006. The ranking analyses the
competitiveness of 61
economies on the basis of over
300 criteria dealing with eco-
nomic performance, govern-
ment efficiency, business effi-
ciency and infrastructure.
India boasts the world’s
largest population of qualified
engineers, an impressive avail-
ability of IT skills (fifth), and
one of the youngest demo-
graphic profiles. But compet-
itiveness is also enhanced with
resourceful management of
change, anticipating and
adapting better and faster than
competition. Here India again
has a major asset, ranking fifth
for its “resilience of the econ-
omy to economic cycles”.

Going’s great: In addition to the
global ranking, where India
ranks 29th this year, the WCY
also gauges India’s perform-
ance within regional and peer
group rankings based on pop-
ulation size and GDP per capi-
ta. In the WCY 2006, for exam-
ple, India ranks ninth out of
15 economies in the Asia-Pa-
cific region, 10th out of 30
economies with populations
greater than 20 million, and
its best ranking: fifth out of 25
economies with GDP per capi-
ta less than $10,000.

India gained on three of the
four major factors that IMD
uses to measure competitive-
ness. In Economic Perfor-
mance, India rose an impres-
sive five ranks from 12th to sev-
enth, primarily due to a
stronger domestic economy
than last year. India’s real GDP
growth in 2005 was a booming
8.1% and business confidence
was more optimistic than in
previous years. We are now
starting to see the positive im-
pact of economic reforms un-
dertaken in the past.

The ranking for Govern-

ment Efficiency progressed
from 39th to 35th, with the best :

performance in the category
Fiscal Policy (12th ).

India is in an above aver-
age position for Business Ef-

ficiency, increasing from 23rd

place last year to 19th; but
there has been no change in
the Factor ranking for Infra-

structure (54th). This last i

measurement analyses the ef-
ficiency of basic, technologi-
cal, and scientific infrastruc-
ture, as well as health, envi-
ronmental concerns, and edu-
cation. The fact that the rank-
ing has remained flat reflects
the lack of investment in ba-
sic infrastructure.

Spead brakes: Sustaining In-
dia’s dynamic growth will de-
pend on its ability to address
the inherent weaknesses in in-
frastructure, especially in the
rural economy. The energy sec-
tor remains laggard and the

poor conditions of roads and

highways, transport bottle-
necks and congestion remain
significant obstacles.
Competitiveness also im-
plies finding equilibrium be-
tween economic and social ob-
jectives—India requires more
investment to improve overall
education and public health

services and alleviate poverty

that will continue to stigma-

tise the country’s potential of :

becoming a global leader.
Despite having the world’s
second largest labour force, the

participation rate is appallingly

low at only 43% of the total pop-
ulation; unemployment is high
by international standards
(9.5% for 2004) and foreign di-

rect investment is considerably

lower than other countries (rep-
resenting less than 10% of the
FDIs of China).

The nation’s high budget

deficit and persistently high

debt levels leave little ma-

noeuvring room for increased :

public spending. Moreover, In-
dia ranks last for its GDP per
capita, overall productivity

(PPP) and remains extremely :

weak for its exports of manu-
factured goods, only equal to
a 0.8% share in global mer-
chandise exports (2004).

The task ahead for India’s
government is how to meet the

standards and expectations of

a buoyant economy, especial-
ly in terms of predictability of

policies. Failure to do so may :

create economic and social im-

balances that could slow down

what has been achieved so far.
However, the robust eco-
nomic performance of the past
few years, supported by a vi-
brant democracy and well-de-
veloped private sector is lead-
ing investors to be increas-
ingly optimistic about India’s
potential to quickly become
one of the most attractive mar-
kets in the global economy.

The author is Professor :

Suzanne Rosselet-McCauley,
Research Fellow, IMD World
Competitiveness Center at

IMD International Institute
for Management :

Development, Lausanne,
Switzerland
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the Bureau of Prisons budgeted $5 billion for just 182,000
federal inmates this year, CNNMoney reported

farming is better for the environment
is “ridiculous” because organic

Source: The Economist

“Economic growth overall is achieved by having a nation’s best performers lead; and economic growth overall is
the most powerful force for lifting the poor out of grinding poverty”

The world cannot
it should be a strai

E

Danny Quah

very billion-people economy that humani-
ty has yet produced shows within itself wide
contrasts and great divides. The larger that
something is, necessarily, the more extreme
the opposites it generates, regardless of the
underlying reality. In the eyes of the out-
side world, however, perhaps nowhere shows
greater polarisation than India today.

The cutting-edge dynamism, cool suc-
cess, and global impact of high-tech,
plugged-in, globalised India are lauded in
reports ranging from Thomas Friedman’s
The World is Flat and numerous articles in
Wired magazine, to regular features in The
Economist and almost daily accounts in the
Wall Street Journal.

Bright shining monuments dot the In-
dian landscape, marking out award-winning
global leaders in information technology,
pharmaceuticals, Bollywood entertainment,
and much else.

Steve Hamm'’s book Bangalore Tiger
(published, obviously, before the name
change to Bengalooru) argues that it is con-
ceptual models and management insight at
Infosys, Tata, and Wipro, rather than low
labour costs alone, that have allowed Indi-
an information technology and business-
processing to run circles around their more
established Western counterparts. A quar-
ter century of fierce pharma competition,
without the straitjacket of overly-restric-
tive product patents, made India the world’s
largest producer and a major exporter of
bulk drugs and essential medication, in the
fight against that bacterial infection preva-
lent in tropical countries.

But switch perspective only minimally.
Then one immediately latches onto a debate
regarding the extent of grinding poverty in
India. World Bank data tell us that the top
10% of India’s population makes 28% of its
national income; the bottom tenth, only 4%.
India has 80% of its population living on
less than $2 a day; 35%, on less than $1 a day.
By contrast, in the East Asia and Pacific re-
gion the counterpart fractions are only 41 %
and 12%.

One reads both business surveys and
scholarly studies about India’s dismal phys-
ical infrastructure in roads, ports, distri-
bution networks, and power supply; India’s
stifling government bureaucracy and
ineffectual public sector; and In-
dia’s restrictive red tape and oner- N
ous labour market regulation. In
India it takes 67 days to register
aproperty and 71 to start a busi-
ness. By contrast, in rich
economies, on average, register-
ing a property takes 47 days, start-
ing a business, only 24. In the East Asia and
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Pacific region, overall, starting a business
takes 55 days—not as good as in the rich
economies but better than in India. And, al-
though this will soon change, of India’s $250
billion retail sector sales, 97% are trans-
acted in inefficiently tiny sole-proprietor,
neighbourhood outlets.

That long bottom tail of the distribution
pulls down averages, even when set against
the cool cutting-edge dynamism of Benga-
looru and elsewhere. Thus, India has only
32 internet users per 1,000 people; East Asia
and the Pacific region, 74; the rich
economies, 545! India has only 44 mobile
phone subscribers per 1,000 people; East
Asia and the Pacific region, 243; the rich
economies, 772.

There are two ways to go when faced with
such polarised extremes. Succumb to pes-
simism, and work the bottom and the mis-
ery. Or look to the successes, and try to fig-
ure out what made them so.

By coincidence or otherwise, all the suc-
cesses on which India has taken global lead
concern digital technologies: computer soft-
ware, business processing, pharmaceuti-
cals, Bollywood movies.

These successes are all about creating,
storing, and manipulating strings of 1s and
0Os—whether kept in order in a database,
wrapped together to make computer code,
encoded in chemical formulas, or sequenced
so they make an image on-screen that edi-
fies and entertains.

All these successful industries have been
facilitated by dramatically falling prices on
relevant tools, driven by creativity and brain-
power, and enabled by job reorganisation.
Large projects in these industries can be
dissembled, have their component parts
worked on independently and asynchro-
nously in spatially-remote locations, and
transported back over fiber-optic cable, to
be re-assembled.

By doing well for themselves, these suc-
cesses have done good for the world. It took
no trumpeting of an overarching grand glob-
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al political design, no obvious big push on
national policy simultaneous with inter-
national agreement. A need arose in the
world; brainy, enterprising individuals from
the IITs and elsewhere stepped up to the
challenge. In the process they created wealth,
jobs, and opportunity for countless others
within India.

And by Indian companies’ increasing
supply and thus improving affordability of,
among other things, information technolo-
gy products, the rest of the world has ben-
efited too. Across developing countries, busi-
nesses that now use information and com-
munications technologies, compared to sim-
ilar ones that don’t, have higher employ-
ment growth, 10 times the sales growth, dou-
ble the profitability, and 60% higher a level
of productivity.

When the playing field levels more, as
competition takes ever greater hold in
pharmaceuticals and digital entertainment
and elsewhere, clever Indian manufactur-
ing and engineering and artistic creativity
will, even more than before, do good in the
world by doing well for themselves. Med-
ication for now unaffordable for many in
developing countries will come onstream,
even as Indian pharmaceutical companies
then get written up by future Thomas Fried-
mans and Steve Hamms.

Infrastructure reform needs to pay mind
to these emerging patterns of private
¢ 1trepreneurship, and make
t 1eir operation even
more straight-lined.
Public goods in the
form of top-class
education,

be just flat:
ght line

regimes of intellectual property rights that
encourage rather than restrict competition,
are critical. These areas of an economy work
best when those knowledgeable in them are
allowed to follow their own counsel. On the
other hand it is dead easy to destroy a knowl-
edge economy: 14th-century Sung Dynasty
China did precisely that by discouraging
knowledge dissemination through inter-
ventionist top-down management.

Policy needs to embrace the largeness
and the benefit of participating in the glob-
al economy, and to allow businesses to com-
pete relentlessly in knowledge industries.
India is already good at that. Economic
growth overall is achieved by having a na-
tion’s best performers lead; and economic
growth overall is the most powerful and con-
sistently reliable force we have yet discov-
ered for lifting the poor out of grinding
poverty. India must not lose sight of these
larger goals by drowning in the minutiae of
smaller problems.

The author is head of the Economics

Department of the London School of Eco-
nomics and Political Science

&< times.economy@timesgroup.com

lllustration: Ram

S UrRABsATAM (A VISHNL SAHASTRANAAM

‘_j =

og on

i

/ ISHNU SAHASRANAAM

"_j;JPRABHM"AM &' -

VISHNU SAHASTRANAAM

A unique collection of morning prayers and 1000 names of Lord Vishnu

nes Music at Plan

leonT'

I entlng music from the sacred Tlrumala
Rendered by Dr. Balamurli Krishna & dis

o

I SPIRITUAL

OFFICE OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA
10, BAHADUR SHAH ZAFAR MARG, NEW DELHI-110002

Empanelment of Chartered Accountant firms for the year

2007-2008 AND 2008-2009

Applications are invited online only from the firms of Chartered

Accountants who are desirous of being empanelled with this office for the
year 2007-2008 and 2008-2009 for appointment as auditors of
Government Companies/Corporations. The firms which were empanelled for
2005-07 will have to apply afresh for being empanelled.

The format of application alongwith the detailed instructions regarding
the documents to be furnished will be available on our website:
www.cag.gov.in. The online applications will be accepted from
2nd January 2007 to 17th February 2007 only.

The last date for the receipt of related documents in this office is
28th February 2007.

Though the empanelment will be for a period of two years i.e. 2007-
2008 and 2008-2009, the continuance of empanelment for the second year
2008-2009 would be subject to updating of the data by the CA firms con-
cerned who will have to send the related documents for the year 2008-
2009 by a date to be specified in December 2007.

Sd/-
(A. K. Awasthi)
davp 4013(3)2006 Director General (Commercial)

‘w'

Waion Public Service Gonmiiszion will be conshssiiig the Resruitnsnt Test
of 12 posts of the Medical Gfficers [Aywrvedal, Birestorste of Indian Systen of
Medicine & Homeeopathy, Health & Family Weliare Deparbment, Govl. of NGT
of Delhi in ¥9 centers {Bhopal, Manbai, Kolkats, Belhi, Dispur, Cheninai,
Lusckricwss, Jarmnl % Pert Blairs all over e countey on 17.12.2008 Sunday}
T B2.00 p.ic 1o 62,00 puai Sdmission Cerlificates te all eligille candidates
have baen issued. If any applicant has net received Admission Carificatas on
oF before 10922006, he / she may centast UPSGC Facilitation Counter s
Telephone Hos. 23381125 and 23385271, The candidales con also sl FAX
Magsages on Talephone Mo, 011-23387310 & 011-23385345. Vemuels)
infonmmation is alse available af Vnicn Public Service Covmission website al

wwwupsc.aeein which containg partionlars of venue in respect of all the
admﬂima wandidates.
2. Mobile phones, pagers o afiy oiher communication devices are mnot allowsd
inside the premises wihers the sxamination is being condusted. Amy infringement of
these instructions shall sntail disciplinary action including ban from fulurg
axammination, Candidetes are advised in Weir own interssl not to bring any of the
banved iterns including miobile phones, pagsrs at the venue of the eamingtion as
srangemsnts Tor their safekseping vamiol be assured.

davp 7H00{352006




