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TheGreat American Crisis: Mr. Ramesh
Got a Job
BY RANGARAJ

Thomas Jefferson put the principle rather simply:
“The legitimate powers of government extend to such

acts only as are injurious to others. But it does me no injury
for my neighbour to say there are twenty gods, or no god.
It neither picks my pocket nor breaks my leg.”

And again:
“Rightful liberty is unobstructed action according to our

will within limits drawn around us by the equal rights of
others. I do not add ‘within the limits of the law’ because
law is often but the tyrant’s will, and always so when it
violates the rights of the individual.”

One suspects Mr. Jefferson might therefore have diffi-
culty understanding the latest “national emergency.”

An Indian engineer voluntarily accepts employment
from an American company. The company voluntarily
hires him. Customers voluntarily buy the resulting prod-
uct.

Quick! Something terrible has happened!
But what exactly? Where is the victim? If this is a crime,

who has been injured?

• The employer?
• The employee?
• The customer?

Or is the real crime that two adults entered into a vol-
untary contract without first obtaining permission from a
man on YouTube explaining the proper composition of the
American nation?

SHIFT ING THE GEOPOL IT ICAL MACHINERY

If America wishes to reduce the importation of foreign con-
flicts, it might begin by stopping the manufacture of them.

• End Sovereign Bailouts: Perhaps do not prop up dic-
tators until they bankrupt their countries.

• Abolish Centralized Safety Nets: Perhaps do not use
institutions such as the IMF to socialize the conse-
quences of political disasters.

• Prioritize Voluntary Association: Perhaps allow pri-
vate individuals, firms, charities, and voluntary or-
ganizations to decide whether, and how, anyone
should be assisted.

Better still: Private financiers will be intelligent enough
to impose free gun laws, so that any clique which has
captured power does not last. That is the only way they
can recover their money. Then, one may find rather fewer
refugees arriving at the border.

Shut down the machinery that helps create the flood
before complaining that water is wet.

THE DYNAMIC OF GLOBAL TALENT

To remove the emotional fog from the discussion, forget
India and the United States for a moment. Consider any
country.

A society that is open to peaceful, productive, and ca-
pable people has an opportunity to attract precisely those
individuals who can create businesses, inventions, invest-
ment, and jobs. The alternative is not some magical eth-
nic equilibrium maintained by a “Department of National
Identity.”

Either a country attracts the best people the world has
to offer, or it can still attract the worst. The border bu-
reaucracy does not possess a mystical device that separates
saints from sinners merely by looking at a passport.

Frankly, it is highly unlikely that Mr. Ramesh, who
came to write software, pay rent, and perhaps argue about
cricket, is secretly planning to recreate the geopolitical
conflicts of the subcontinent in a cul-de-sac in Texas.

MULT IPLE LOYALT IES VS . THE APPROVED NARRAT IVE

The narrator complains about foreign loyalties while ap-
parently imagining the nation as one gigantic political fam-
ily in which everyone must possess one officially approved
loyalty.

But human beings do not work that way. A man may
love:

• His family
• His religion
• His village
• His profession
• His adopted country
• And, if his intellectual condition is sufficiently ad-

vanced, cricket

This does not make him a foreign agent. Nor does at-
tending a meeting. Nor speaking a language. Nor possess-
ing grandparents from somewhere else. Nor listening to
Mohan Bhagwat at Madison Square Garden.

Have we forgotten freedom of expression?

THE CORE QUEST ION

The real question is remarkably simple: Has the person
violated the rights of others?

• Has he picked anyone’s pocket?
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• Has he broken anyone’s leg?
• Has he committed fraud, theft, violence, or aggres-

sion?

If not, why should his ethnicity, religion, cultural asso-
ciation, or attendance at a meeting concern the federal
government?

Of course, Americans are equally entitled to decide with
whom they wish to associate. Nobody has a right to force
himself into another person’s home, club, business, or pri-
vate organization. But that principle cuts both ways:

• If individual Americans do not wish to associate with
Indians, that is their affair.

• If individual Indians wish to associate with Indians,
that too is their affair.

• If a private company wishes to hire Mr. Ramesh, that
is its affair.

What does not follow is that a centralized political au-
thority must decide which ethnic groups may work, gather,
speak, organize, or possess the “correct” quantity of cul-
tural memory. That is not the defense of national identity;
it is merely replacing civil society with a federal human-
resources department.

CONCLUS ION

And so we arrive at the great American emergency: People
voluntarily associating with other people.

• Mr. Ramesh got a job.
• Some Indians attended a meeting.
• Someone expressed an opinion without first submit-

ting it to the Ministry of Approved Loyalties.

The horror.
Quick! Call the state!
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NobodyDecided to Nationalise Sugar
BY AVNEESH KASTURE

How India’s government came to run its sugar industry one emergency at a time.

WHAT HAPPENED

L ast month the Indian government let foreign sugar
in duty-free for the first time in almost ten years. In
November it had allowed mills to export, in May it

had banned exports, and in August it allowed imports. In
between, the mill price of sugar spiked, the Food Secretary

told reporters that traders were manufacturing a shortage,
and his ministry authorised imports the day before he said
it and capped stocks the week after. By 5 September the
mill price in Maharashtra had given back the whole spike.
Officials say the market has been brought under control. It
has never been under more of it.
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Sugar went up and came back down. Shop prices stayed up.

Hollow square: 30 July shop price inferred from the ministry's 30 Aug figure being 30% above a month earlier.

Blue: daily mill prices in the two biggest producing states. Red: the government’s own count of what shop-
pers paid. The dashed line is the industry’s estimate of what it costs to make a kilo.

In early July Maharashtra mills were getting less for
their sugar than the industry says it costs to make. Prices
edged up through July and early August, then jumped by a
third in the last ten days before 21 August, the day after the
government announced duty-free imports. They then fell
almost as fast as they had risen. Most of the fall was over by
the end of August, before the bulk-buyer limit took effect
on 1 September, though the dealer cap had been in force
since 1 August and the bulk limit had been announced on
20 August. By early September Maharashtra prices had
given back the entire August rise and sat a few rupees
above cost; Uttar Pradesh gave back about two-thirds and
settled roughly eight rupees above the national cost figure,
though costs in UP run higher. Shop prices went up with
the mill price. On the last date for which the ministry has
published a figure, 30 August, they had not come down
with it, and the gap between shop and mill was about 17
rupees against the 5 to 8 the trade calls normal.

Two things follow. The mills accused of profiteering in
August had, in Maharashtra, been selling below the indus-
try’s own cost estimate in July. And no one in the chain
came out visibly ahead: the industry says only 100,000
to 150,000 tonnes were sold at the elevated prices, mills
ended a few rupees above where they began, and shoppers,

at last count, were paying 30 per cent more than a month
earlier. Whoever sold at the top was a trader, and traders
who bought at the top lost it back. The one party withmore
than it had in July is the ministry, which now decides who
may hold sugar, for how long, and when it may be sold.
None of this was proposed as a programme.

THE THEORY

Friedrich Hayek argued in 1945 that the knowledge an
economy runs on is scattered across millions of people,
each knowing a little about his own circumstances and
nothing about anyone else’s, and that no office can gather
it in time. Prices do the gathering: a rising sugar price is the
summed judgment of everyone who has noticed something
about cane yields or mill stocks.

Ludwig von Mises supplied the second half, in his 1929
Critique of Interventionism and a 1950 lecture. A govern-
ment that fixes one price finds that the adjacent markets
stop clearing: a ceiling produces a shortage, a floor a glut.
It must either abandon the first control or extend control
to the next market. Since abandonment admits error, it
extends, and the process continues until the state is di-
recting the whole industry without anyone having decided
it should. Mises’s example was a ceiling on milk. India’s
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cane floor produces the glut version, and the sequence
runs the same way. Both men assumed officials are com-
petent. Their point was that competence does not supply
the knowledge the official lacks; the implication, though
neither put it this way, is that each fix removes the signals
the next one would need.

THE CHAIN

Delhi owned the problem before the season began. It fixes
a floor price for cane, and several states fix a higher one.

It fixes a floor under sugar. It settles how much cane be-
comes ethanol; that share has shrunk, but it was still sev-
eral times this season’s shortfall, and was planned against
a production forecast that failed. The sugar price was the
government’s responsibility before a tonne was crushed,
and that is the first fixed price in Mises’s sequence.

The export quota was set on a November forecast and
expanded in mid-February, a fortnight before the industry
cut that forecast by 2 million tonnes.
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Each forecast of the crop was smaller than the last

Axis starts at 25 mt. India also began the season with about 5 mt already in stock.

Each bar is the industry’s estimate of the season’s sugar output in the month the government made a de-
cision. The red line is what India eats. India also began the season with about 5 million tonnes in stock,
which is why exports looked affordable as the forecast fell.

Read the bars left to right. Exports were permitted on
the first estimate, widened in the month of the second,
and banned once the estimate had fallen to the line. The
government’s own current figure of 30.6 million tonnes is
a gross number; net of roughly 3 million tonnes diverted
to ethanol, it too falls below consumption. Nobody in the
ministry was negligent. The number it needed in Novem-
ber, the sucrose in cane still standing in the fields, was
available to no one. Treating a national estimate as though
it contained that precision is an instance of what Hayek, in
his 1974 Nobel lecture, called the “pretence of knowledge”:

treating the measurable aggregate as if it were the thing
itself. What the record does show is that the correction
arrived and was not acted on. The industry’s cut came on
26 February, when about 200,000 tonnes had shipped; the
ban came in May, by which time 650,000 to 800,000 had.
A free market would probably have exported in November
too. The difference is what follows: prices would probably
have started rising as the shortfall became visible, making
exports less attractive and giving traders an incentive to
hold stock for the gap. Instead the quota stayed open for
ten weeks after the cut and was then closed by decree.

Sugar shipped out
(Nov–May)

Import quota allocated
(by early Sep)

0.65–0.8 million tonnes
0.8 million tonnes allocated;

0.5–0.8 expected to arrive before the new crop

India sold sugar abroad, then had to buy most of it back

Import duty is normally 100%. It was waived so this could happen.

What left under the export quota, and what has been allocated for import under the waiver. How much of
the allocation arrives before the new crop is not yet known.
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The ban was a correction on the same variable; the
ratchet begins afterwards, when the state moves on to vari-
ables it had never touched. The cane price and the ethanol
allocation, which shaped the supply, were left where they
were. The import waiver then suspended a 100 per cent
tariff to bring back a large part of what had been let out.

The price rose, and the government called the signal a
fraud. Look again at the first chart: the peak in Kolhapur

falls on 21 August, the day the Food Secretary said the rise
was “not based on any fundamentals”, that stocks were
ample, and that mills and traders were hoarding to create
an impression of scarcity. The same chart shows the mills
he accused sitting below the cost line six weeks earlier, and
the longer view below shows them at or under it for most
of the previous five years.

Five and a half years of the Maharashtra mill price against the industry’s cost estimate. The labels parody
the official explanation for the August spike. Pre-2026 points are quarterly anchors from trade reports and
are approximate.

A day earlier his ministry had authorised the duty-free
imports as a precaution. Its account is coherent: enough
sugar, a speculative overshoot, an import threat to break
it. What it omits is that the stock situation beneath the
overshoot was real. India will close the season with about
six weeks of consumption in hand, the lowest carryover
since 2016-17, and the ministry’s own production figure,
net of ethanol, implies output below consumption. Traders
holding sugar in August were forecasting that with their
own money. Whether the peak or the trough is the right
price for a six-week cushion is a question nobody can now
test, because holding sugar to find out is against the rules.
The “paper sales” the Secretary cited fit the same read-
ing: mills booked the sales the quota required and kept
the sugar because they expected it to be worth more in
a month, and the ministry treated that expectation as an
offence.

The audit was collected and withheld. Due on 14 Au-
gust, cited by the Secretary a week later, it remains un-
published. The silence leaves the count impossible to in-
dependently assess. It also counts the wrong thing: bags
in godowns can be audited, cane in the fields and traders’
expectations cannot. The audit therefore collected more

of the first kind of knowledge to address a shortage of the
second.

Then came the stock limits, which abolished the func-
tion that moves sugar through time. Dealers were capped
for the first time from 1 August; from 1 September bulk
buyers may hold two weeks of stock, every bulk sale is
reported and checked, and mills must sell to a fortnightly
schedule; on 15 September the dealer cap is halved. Prices
fell 30 per cent in under two weeks. The trade press at-
tributed the correction to the government measures; that
does not establish which measure caused it, or that the
underlying scarcity had disappeared. Holding a commod-
ity through time performs the same economic function as
moving it across space: it transfers supply from where or
when it is abundant to where or when it is scarce. The state
made the first illegal in the year with the smallest carryover
in a decade. Mill prices in Maharashtra are a few rupees
above cost, there are six weeks of stock, and no one may
hold anything for the gap. The ministry and millers say
that is enough if crushing starts early. If they are wrong,
prices rise in October with no private stock to meet them;
the small uptick at the right edge of the first chart proves
nothing yet and is the thing to watch. Either way the price
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on the screen now reports only what participants are al-
lowed to hold.

One measure gave the state no new power. The import
window suspended a tariff for one product, one quantity,
one period, and told no one to import anything. Refin-
ers who know the freight from Santos and the Kolhapur
price decided for themselves how much to bring in. By
early September about 800,000 tonnes had been allocated;
how much lands before the new crop depends on shipping
times and the price on arrival, and the trade’s guesses
have ranged from half of that to all of it. A one-off waiver
is some way from what Hayek meant by a rule, but it
shares the property that matters: it prescribed no action.

The fortnightly quota is a command. Which did more to
bring prices down is arguable. The waiver worked, to what-
ever extent it did, without instructing anyone; the limits
worked by instructing everyone.

The sequence has already reached next season. On 21
August the Secretary said mills would start crushing by
15 October, two to four weeks early. Mills reply that un-
ripe cane yields less, that they are short of cash, and were
preparing to ask for 500 rupees a tonne to comply. Kar-
nataka farmers want 5,500 rupees a tonne for cane and
threaten to shut mills that start without it. Neither demand
existed in July; both landed within a fortnight of the direc-
tive.
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Dealers: stock cap and 30-day limit
Govt sets harvest start date
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Every fix needed another fix

Filled dot: new instrument. Hollow dot: existing instrument tightened. The 20 Aug import-duty waiver is not counted: it required nothing of anyone.

Filled dots are new instruments; hollow dots tighten existing ones. The import waiver is left out because it
required nothing of anyone.

The staircase is the argument in one picture. Four con-
trols existed before the season. Six were added between
May and September and two existing ones tightened. Each
reaches a decision the previous ones left alone. The state
now has more administrative data and less market infor-
mation, because the inventories that used to carry it are
capped and the sales that used to carry it are scheduled.

India has been here before. In 2013, on the Rangara-
jan committee’s advice, it abolished levy sugar and the
monthly release orders. In 2018, after a glut and unpaid
cane dues, the release orders came back and the minimum
selling price was created.Mises’s sequencewas interrupted
once, held five years, and resumed at the first crisis. It now
reaches further than it did before 2013.

WHAT FOLLOWS

The case for freeing the sugar market makes no promise
that prices would have stayed flat; a short crop raises prices
in any system. The claim is narrower: the rise would prob-
ably have come earlier and smaller, traders would have
held stock for the gap, and no new rules would have been
left behind. It holds even if every official involved is able

and honest. The missing ingredient was knowledge, which
exists only in the heads of millions of growers, six hundred
mills and the traders between them. The state’s response
to its own ignorance was to forbid them to act on what
they knew.

Freeing the market means: ending the statutory cane
price and letting mills and farmers contract as in Brazil,
where cane is paid on its sugar yield; abolishing the sugar
tariff, so no ministry can waive it at discretion; no export
licensing either way; repealing the stock limits, release
quotas and sales verification, with a date; and publishing
the audit.

The same applies beyond sugar. India has banned ex-
ports of wheat, rice and onions in recent years, lifted two
of the three bans, and capped stocks of pulses, each time
citing hoarders, and in each case the controls outlasted
the price rise that prompted them. Mises’s sequence has no
automatic stopping point; the one interruption on record,
in 2013, followed a government-appointed committee’s re-
port and lasted five years. The only durable way out is to
decline the first step, and the first step, in every one of
these markets, is the state’s decision that it knows what
the price should be.
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