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Itisamoot point if the
proposed government
expenditures will stimulate
demand. The room
available for Gol is

limited. Also, expenditures
lack focus. As for stimulating
investment, Gol's own
participation s still limited

‘The Union Budget 2020-21 was looked for-
‘ward towith great expectations. Growthra-

tefor 2019-20wasestimated at5% , thelowest

LI 2020-21
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Is This Budgetary Shrug Really a Nudge Enough for Private Investment to Pick Up?

ether thea5% willstick.

The nominal GDP in2019-201s assumed
10 grow by 10%. This is realistic. The
LI0SS tAX revenue 1s assumed to gTow by

T
had fallen from 34.3% of GDP in 201112 to
27.8% 1n 2019-20, a steep decline of 6.5%, re-
ducing thepotential growth rateby 1.6%.

The budget was expected to address thes
‘problem:
filled?

Overall, the budget i3 well-intentioned,
even though it does ot use the word ‘Slow-
down’ even once. It outlines, in extenso, the

Whi-

12%. Thus, the buoyancy s greater than
one that did not materialise in the cur-
rent year. The reliance on disinvestment
ishigh, even after allowing for LIC disin-
‘vestment.

‘Thefinance ministry will have to moni-
tor the revenue growth so that expendi-
tures must be adjusted such that the fl-
scaldeficitean bemaintained. Infact, ta-

thepossi-

le the expenditure programmes may EhﬂW‘
how demand will be revived, the revenue
projections, along with the fiscal deficit,
will indicate whether these expenditure
programmes are sustainable.
‘Whilethefiscal deficitin thecurrent fiscal
8%, for
2020-21 1 3.5% . While these levels are above
the implicit mandate of 3% of GDP, they
m
vernment expenditures

Dbility of Gol exceedingthe budget'sfiscal
deficit is very much there. The escape
clause should be seen as permitting Gol
toexceed by 0.5% the implicit mandate of
3%, rather than over and above what is

It is hoped that Gol would not by invo-
king the ‘escape clause’ and ask RBI to
enter the primary market in govern
‘ment paper. That will tntamount to mo-

nd. However the eritical miestion is wh.

Some of the chanees in the tax regime

Has she almed too low?

aresignificant. A major effort was made so-
me months ago to cut the corporation tax
Tate.
Keninthedirectionof s!m'p]].f_‘r]ngmrsonal
income tax (FT). The impact of this may be
very limited. In fact, the broad principle of
reducing the tax rate along with withdra-
wing exemptlons mustbe taken to the logl-
cal end and must cover the entire gamut of
personal I'T. We should move towards a
singleregimerather than give options.
Bulk of the time was spent by the FM on
explaining the various programmes in dif-
ferent sectors. Quite clearly, sectoral ex-
perts must examine how relevant these ex-
pendituresare. More importantly muchde-
pends on how they are implemented. The
overall expenditures show a rise of 12%.
‘Withinthat, capital expenditures areexpec-
ted toincrease18%. However, theratio ofea-
pital expenditures to GDP stays at 1.8%,
whichis theaverageover thepastfow years.

cerned, the crucial question is not so much
mergers as the extent of the total banking
system, which the public sector wants to
OWN. The action relating to the Industrial
Development Bank of India gives us some
idea. Butmoreclarity is needed.

The second important reform measure is
10 determine the ‘arm’s length’ between
Goland the board of managementof public
sector banks. Efficiency is a function not
onlyof technology, butalsothe structure of
theorganisation.

It 18 2 moot point if the proposed govern-
ment expenditures will stimulate demand.
‘The room available for Gol is limited. Also,
expenditures lack focus. As for stimulating
investment, Gol's own participation is still
limited. In fact, in 202021, of the total fiscal
deficit of 3.5%, revenue deficit 182.7%. The
driver of deflcit 18 not investment. Much of
the overall capital expenditure of Gol co-
mes from exira-budgetary resources. The-

1 hascome in for speci-

refore, 3 tva-

Refor tostreng-
mmmeﬂmmmzlsysmanﬂmwe)(mr
ward. As far as the hankine svstem is eon-

afavourable investment sentiment? We ha-
vatowaitandsen.



