'UBI good, but likely to be
too costly to implement’

While there are several critics of the farm debt waiver, it has found a supporter in
MARTIN WOLF, chief economics commentator at the financial Times. In India, to deliver
the CD Deshmukh Memorial Lecture, organised by NCAER, he tells Indivjal Dhasmana
that any such waiver has to be circumstance-specific. Edited excerpts:

Atthe time of
demonetisation,
you wrote that its
net effect could
be gauged only
later. Two years
__ downtheline,
whatis your
assessment?
Iamnot
persuaded at the moment that it has
done any good. It does not seem to me
that the shock has given enormous
gains. Nor does it seem to have
fundamentally changed the course of
tax collection, though the sameis
debated.
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Thereis much talk now about
universal basicincome (UBI)? Isit
workable for India?

Theideaisto take away subsidies and
distribute it to everyone. If you
provide income to everybody,
whether they are poor or not, one or
two things tend to happen.

Either the income will be very low
because you give it to everyone, or
will be quite high, which would mean
raising taxes a lot.

In other words, there are trade-
offs in this scheme. In Indian
circumstances, UBlis the ‘leastbad’
policy, but Iam concerned that it will
not give sufficient income to the
poor, or may be too costly to
implement.

But in India, we are talking of UBI for
the poor only.

Then, it is not UBI by definition, even
though this is much closer to what I
thinkis sensible. It is like tax credits
that we have, but it isnot UBI that goes
to everybody. Also, targeting the poor
isadministrative complicated.

InIndia, states have announced farm
debt waivers and there is a pressure
onthe Centre to announce the same.
How do you rate the scheme?

Ifeel thatit makes sense, though
structuringitisdifficult. Farmingisa
very risky activity. If things go wrong

. and farmers can’t pay backthese

loans, it could force them to sell their

land and their families lose their
livelihood. Therefore, it (debt waiver)
isarisksharing. Ithink it makes some
sense. Of course, it could become very
costly. That way, you can’t say that you

1 will write off all the debt, whatever the

circumstances.

The consumer price index-based
inflation is at an 18-month low, while
economic growth is slowing down
compared to expectations. Do you
think that the RBI’'s monetary policy
committee (MPC) should cut the
policy rate next month?

Yes. It is clear that the MPC is too

concerned with inflation. The
inflationrate, too, is below the
Centre’starget. Asthe economy is
weak, and soiscredit growth, it prima
facielookstome that the MPC should
be cutting rates.

Inasituation where the US Federal
Reserve israisinginterestrates, will it
be prudent for the MPC to cut the
rate?

There is arisk. You would clearly
expect this to affect the rupee.
However, my view is that people are
prepared to accept the fact that India’s
situation is different and it should be
appropriate for the country to respond
tothe same. This is provided that the
government pursues a prudent fiscal
policy, inflation remains very low, and
that Indiais seen as a favourable
investment destination.

Remember, only the US Fed is
raising the rates. The Europeans,
Japanese, and the Chinese are not
doingthat.



