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FREEBIES CULTURE

Recently, there was a petition filed in the Supreme Court to curb the practice of
offering or distributing “irrational freebies”.
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Views on Freebies:

The prime minister has called for an end to the “revdi” culture.

The Reserve Bank of India, in a report published in June, linked the precarious
state of state finances to “freebies”, particularly power subsidies.

The Supreme Court recommended the creation of an expert body to examine
the freebies.

Election commission of India also came in support of instituting a committee
as suggested by the Supreme Court.

I (

What are Freebies:

In simple terms, it refers to a public welfare measure — any good or service —
that is offered free of cost by the government to its citizens.

But the existing legal or policy framework does not provide a precise definition
for the term.

Merits of freebies

Facilitate growth: It ensures basic needs like food, electricity, water etc. of the
citizens, especially the underprivileged section.

Reduce inequality: It addresses the concerns of marginalized sections of the
society, Mitigation of income gaps; reducing inequality.

Lifesavers during calamity: It can be lifesavers during a disaster or a
pandemic.

Benefits of cross-subsidisation and situation/sector-specific reliefs to address
the different vulnerabilities of sections of society.

Prevent Suicide. Ex, Farm Loan Waivers

Demerits of Freebies:

~

It could be harmful for the long-term economic growth of the country.
Place a burden on stressed fiscal resources.

Reduces capital allocations essential for long-term growth and has a negative
impact on industry.

Impact budgetary allocations
Misuse of resources
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e Unviable pre-election promises adversely affect the informed decision-making
by voters.

e |Irrational freebies violates the ECI’s mandate for free and fair election.
® Leaves less room for investment in Capital Infrastructure.

Measures to mitigate the negative impacts:

® There is a need to distinguish between productive and unproductive forms of
welfare spending.

e Rationality is to be introduced into the disbursement of freebies and subsidies.

e The Finance Commission could be involved to look into the matter and
propose solutions.

® Government can take a stand on the need to control the announcement of
‘freebies’ by political parties during election campaigns.

® Building public pressure towards making welfare delivery an electoral issue is
the need of the hour.

® There is a need to have an institutional mechanism to control wasteful
expenditure.

® The FRBM Acts need to be amended to enforce a more complete disclosure of
the liabilities on their exchequers.

.

® A debate on the merits and demerits of freebies is important.

Any further step, such as distinguishing welfare measures from populist sops
e and pre-election inducements, ought to come from the legislature.
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