Separating Fact from Fiction –

The Truth Behind 5 Myths on the Economy

Being Propagated By the BJP

I.   Summary

It is said that if you repeat a lie often enough, people will come to start believing it. The BJP, in keeping with its scheme of propagating ill thought out polemic, has been making all manner of claims on India’s economic performance under the Congress-led UPA Government with complete disregard to the actual facts. The BJP’s claims are even more ludicrous when one considers how significantly better the UPA’s performance has been when compared to the NDA. This paper attempts to place a few facts on the table for the people of India in order to separate fact from fiction.

Myth 1: The Congress has “mismanaged the economy and it is in recession”

Fact: The BJP’s claim of the economy being in recession is both technically and substantively untrue. India’s average economic growth rate during the five years of the UPA government was 8.5%, compared to 5.8% under the NDA. Even in the last year of the UPA government, with the world sinking into recession, India’s growth remains resilient, and our growth is higher than it was during the NDA regime. 

Myth 2: The Congress led government has “hobbled both the organised and unorganised sectors of the Indian economy”

Fact: The growth rate of the industry and services sector increased from 5.0% and 7.7.% under the NDA to 7.8% and 10.5% under the UPA. In addition, the UPA instituted landmark programmes for the unorganised sector (such as the Rashtriya Swasthya Bima Yojana for workers) which did not exist under the NDA.  

Myth 3: The Congress’ “fiscal indiscipline has resulted in frittering away the tremendous gains of the NDA years”

Fact: The UPA has actually brought down the fiscal deficit from 6.0% under the NDA to 4.5% under the UPA. The UPA has done this even as it has substantially increased funds for social programmes such as the SSA, NHRM, NREGA, Bharat Nirman, etc. and has given much higher sums of money to all State governments (Rs 544,000 crore more in aggregate) compared with the NDA. 

Myth 4: The agriculture sector (is) “suffering on account of the Congress’ gross negligence”

Fact: Agriculture growth rate has actually increased significantly under the UPA government to 3.1 % as opposed to 2.3% under the NDA. UPA also made major increases in the minimum support price (MSP) to farmers; for wheat and paddy, for example, the MSP was increased by 71% and 68% respectively. The UPA also implemented the historic farm loan waiver programme benefitting 3.68 crore farmer families. 

Myth 5: The UPA Government has given a “step motherly treatment to BJP ruled states” during its rule

Fact: The Congress led UPA Government has given more funds to the BJP ruled states than the NDA government even conceived of giving. The Congress-led UPA government increased Central Funding to the four BJP-ruled States – Madhya Pradesh, Chhattisgarh, Gujarat and Rajasthan[1] – by 63% (increase of Rs 73,824 crore) in its tenure, compared to the NDA government. 

II.             Myths and Realities

Even a cursory glance at the actual economic data shows that each of the claims made by the BJP are nothing short of ludicrous. On every single economic indicator, the performance of the Congress-led UPA government has been far superior to that of the previous BJP government. Let us examine just a few of the BJP’s ludicrous claims.

Myth 1: The Congress has mismanaged the economy and it is in recession[2]

Fact: It appears that the BJP’s competent economic team does not even know the definition of the word ‘recession’ – a recession is when a country records 2 consecutive quarters of negative growth. The Indian economy grew at 5.3% in the last quarter for which data was available, which is almost as high as the average growth achieved under the BJP-led NDA government. Perhaps the BJP is using the term mismanagement to describe the performance of its own NDA government. 

Source: RBI, CSO

 Which 5-year period looks like a “mismanagement” to you, Mr. Advani?

It is this step-up in growth that has allowed the Congress-led UPA government to significantly increase spending on social programs for the people of India. It is this step-up in growth that has given the State governments the resources to invest in infrastructure and social sector, something which was never possible under the NDA government. Just as one example, the Congress-led UPA government increased funds available to the Indian states by Rs 544,000 crore under its rule, as compared to the NDA. This is the track-record of the UPA government which speaks for itself.

--------------------------------------

Myth 2: Congress led government has “hobbled both the organised and unorganised sectors”[3] of the Indian economy. 

Fact: The growth rate of the industry and services sectors has averaged 7.8% and 10.5% under the Congress-led UPA government, compared to just 5.0% and 7.7% averaged under the BJP-led NDA government. 

Source: RBI, CSO

Was it the NDA or the UPA that ‘hobbled’ the economy, Mr. Advani?

As far as the specific interests of the unorganised sector are concerned, perhaps the BJP is unaware that the Congress-led UPA government has taken unprecedented steps  -- the UPA set up the National Commission on Enterprises in the Unorganised Sector to protect the interests of the sector. It also launched the Rashtriya Swasthya Bima Yojana (medical insurance cover) to provide medical insurance to six crore unorganized sector workers living below the poverty line. 

--------------------------------------

Myth 3: The Congress’ “fiscal indiscipline has resulted in frittering away the tremendous gains of the NDA years”[4]. 

Fact: The gross fiscal deficit of the central government has averaged just 4.5% under the Congress-led UPA government, compared to 6.0% under the BJP-led NDA government. Also, the five years under the BJP saw the primary deficit average 0.9% of GDP, compared to just 0.4% under the Congress[5]. It should be noted that the fiscal figures under the Congress government are skewed by the stimulus measures adopted this year in response to the global financial crisis, something which all economists, including those endorsed by the BJP, have espoused. Absent this stimulus, the Congress led government would actually have recorded a primary surplus in its five years in office. 

Source: RBI

Would you recognise ‘fiscal indiscipline’ when you saw it, Mr. Advani?

Note that the Congress-led UPA government achieved this fiscal success even while making unprecedented increases in plan expenditure to fund social programmes for the aam aadmi and the poor. Just as an example, the outlay on the Sarva Shiksha Abhiyan in 2003-04, the last year of the NDA government was Rs 2,730 crore, which went up to Rs. 12,643 crore in the last year of the UPA government, an increase of five times. A similar five-fold increase was made in most of the central schemes, including the Mid-day Meal Scheme for which the annual outlay was increased from Rs 1,375 crore to Rs 6,688 crore; and the Integrated Child Development Scheme (ICDS) for which the annual outlay was increased from Rs 1,458 crore to Rs 6,370 crore in the same years. 

At the same time, the UPA government also launched new schemes, such as the landmark National Rural Employment Guarantee Scheme, which has already provided employment to more than 4.3 crore poor households. 

The combination of fiscal responsibility while stepping up the commitment to the aam aadmi and the poor, was a hallmark of the UPA government, and the numbers speak for themselves. 

--------------------------------------

Myth 4: The agriculture sector (is) suffering on account of the Congress’ gross negligence.[6]

Fact: The Congress-led UPA government achieved higher agricultural growth rate (3.1%) compared to the NDA (2.3%). The UPA has also offered significantly higher minimum support prices (MSP) to our farmers. For example, the MSP has been increased by Rs 450 per quintal for wheat and by Rs 350 per quintal for paddy in the last five years[7]. This increase is 3 times more than the NDA regime for rice, and 5 times more than the NDA regime for wheat.

Source: RBI, CSO

Minimum Support Price to Farmers

NDA Period                            UPA Period                  Increase 

                        1998-99           2003-04           2003-04      2008-09         NDA       UPA

Wheat             Rs.550/-          Rs.630/-          Rs.630/-     Rs.1080/-       Rs.80/-    Rs.450/-

Rice                 Rs.440/-          Rs.550/-          Rs.550/-     Rs.900/-         Rs.110/-  Rs.350/-

Which government has been giving farmers a better deal, Mr. Advani?

--------------------------------------

Myth 5: The UPA government has given a “step motherly treatment” to BJP-ruled States during its rule[8]. 

Fact: The Congress-led UPA government at the Centre has given more funds to BJP-ruled States than the BJP-led NDA government ever conceived of doing. 

The Congress-led UPA government increased Central Funding to the four BJP-rules States – Madhya Pradesh, Chhattisgarh, Gujarat and Rajasthan[9] –by 63% (increase of Rs 73,824 crore) in its tenure, compared to the NDA government. Just as an example, UPA government increased Central Funding to Madhya Pradesh by 72% (Rs 28,000 crore more) as compared to the NDA government. The same trend is true for every BJP-led state. 

The fact is that the BJP-led State governments have failed to convert higher central funds into development for the people of their states, and are using the “step mother” argument as an eyewash to fool the people of their States. 

Was it the UPA or NDA that gave a “step motherly treatment” to State governments, Mr. Advani?
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