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Gujarat were the

mostimproved states
in {erms of économic free-
dom in 2009, according to 2
Iist released on Monday by
Planning Commission
deputy chairman Montel:
Singh Ahluwalia.

' The Economic Freedom
Rankings of the States of In-
dia, 2611, brought out by Indi-
«cus Analytics, the Cato nsti-
fute and Fur Die Freiheit,
placed Tamil Nadu atthe fop,
followed by Gutjarat (up from
Mo 5) and Andhra Pradesh
(apirom No 7). This move up
from sevenih place has been
facilitated by the state's
progress on three fronts: re-
ducing the relative size of
government, itsJegaiinstitu-
tions and labour and busi-
ness regulation. This, in
turn, helped the state nearly
double ite growih rate from
5.59% (between 1997-98 and
2000-01) to 9.07% (20045 o
2008-09), consistently grow-
ing faster than the ali-ndia
average, save in 2008-09 when
a drought pulled its average
growthratedown.
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tivesizeof staiecategorybe-
cause of its expansive wel-
fare programmes, also
termed ‘freebies’ by the re-
port. The populist schemes
have ativacied criticism on
the grounds that they are
“irvational and untargeted”

and would “drain the trea-
surywithoutproducingreal
growth”, accordingto noted
economist Swaminathan
Alyar, one of the authors of
thereport.

“(Former chief minister)
Y8 RajasekharaReddyrecog-

nised that to have giveaways,
you need revenue. For rev-
enue, you need a business-
iriendlyenvironment, which
will create opportunities for
employment,” he said. How-
ever, although the govern-
mentgrewbig, thestateecon-
omy grew stll bigger
decreasingthereiativesizeof
government, aided by high
public investment and busi-
ness+riendly policies. Agri-
cultural growth in the state,
at6.82%, outpacedthenation-
alaverage of 3.26%. Industry
in Andhra Pradesh grew at
10.75%, beating the couniry's
average of 8.7%. I part, this
has been possible because of
risingtotalfactor productivi-
ty—the gap in capiial forma-
tion between Andhra and In-
dia grew, yet GDP growth in
thestatehasbeenhigher, get-
tingmoreoutof less,

Another landmark sys-
tem reform has been in po-
lice functioning. By improv-
ing road connectivity and
increasing government
presence in Maoist-affected
areas, thestatewasabletore-
cruit locals who would give
them actionable counter-in-
ielligence.

On the business front,

Andhra  Pradesh ranks
fourth in software exporis.
Thismeansthat “its growth
hasnotbeen driven primar-
ily by services”, the report
says. Buteven though it has
improved ifs business-
friendly quotient, the Doing
Business 2610 report ranks
Indja 133 out 183 countries,
behind Pakistan (85),
Bangladesh (119)and China.
(89). However, the Doing
Business in India, a sub-na-
tionalreport, ranked Hyder-
abad second of 17 eities, the
top place having been
claimed byLudhiana. Inone
of the indicators, construc-
tion permiis, Hyderabad did
better than the OECD—an
approval time of 80 days
compared with 162days.

Thus, while economic
ireedom is not the only free-
dom that exists—political
and civil rights, too, have
spillover effecis on econom-
icfreedom—if development
and prosperity are the
benchmarks, it is most sig-
nificant. “Thereport claimg
that smaller government is
a good thing, but if you
cause the state to wither
away then there's less posi-

“tive freedom— the capabili-

ties that enable one to bene-
fit from negative freedoms

{for example, the absence of

forces resiraining busi-

,ness)” sa_!dA.hluwa.ha




