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High on growth,low on fiscal consolidation

The stress on capital expenditure is welcome. But job creation will crucially hinge on growth spurt

< merging out of the eco
nomic impact of Covid19,

the expectations from the

Budpet were several. One

was to achieve a reasonable growth
in 2022-23 and the second was to
push the economy on the road to
higher growth in the subsequent

YEars.

The Budget has many action
points that will go to satisfy these
poals. The main theme of the
Budget is to enhance cap-
ital expenditures, particu

is still not clear how this estimate
was arrived at. In the second half of
202122 when there were no base ef
fects, the real GDP growth rate was
only 5.6 per cent. From this to jump
to B-B5 per cent seems unrealistic.
Perhaps, the growth rate may move
in the region of 7-7 5 per cent.

For Budget caloulations, the key
parameter however is nominal
growth rate. The Budget has as
sumed a nominal growth rate of 101
per cent, which implies a very low
inflation. A more realistic assump
tion for the Budgetwould have been
anominal GDP growth rate of 13 per
cent.

Revenueprojections

The gross ta revenue is expected to
increase in 2022-23 by 5.6 per cent
over the Revised Estimates of 202+
22 and by 24.4 per cent
over the Budget Estime

larly in the infrastructure
area. That should help the
grmyvth process both in
the current year and the
years thereafter. All this
has to be done within a
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ates. This is against a back:
ground of a nominal
growth rate of 1L1 per
cent. The calculation of
bumyancy becomes some-
what tricky with the pro-

prudent fiscal frame
work. There is an attempt
to reduce the fiscal deficit. But the
roadmap for fiscal comsolidation is
notclear.

Growthin 2022-23

Critical to Budget making is an es-
timate of expected growth rate. The
Economic Survey pointed to a
gromyth rateof 8.5 percentin 2022
23. Even though the Survey has in-
dicated some of the assumptions, it

jection of a low nominal
growih rate. The buoy
ancy is as low as 0.E7.

Om direct taxes the structure by
and large remains the same. The ex-
tension of the date of commence
ment of manufacturing or produc
tion by one wyear under the
concessional tax regime is an appro-
priate one. The indirect tax struc
ture also remains largely un-
changed. The resort to increase
Customs duties to ‘protect’ do-

mestic indusiries is a step in the
wrong direction. It gives a bad
odour to Make in India' slogan.
Thus, in substance, the tax structure
remains the same. Both dividends
and disinvestment receipts are
budgeted below revised estimates.

Expenditures

The stress in the Budget is on ex
penditure. Capital expenditures in
202223 are expected to increase by
3539 per cent over the Budget Es
timates of 202122 and by 24.5 per
cent over the Revised Estimates. But
the increase in total expenditures is
quite modest.

They are 13.25 per cent maore over
Budpet Estimates of the previous
wear and 4.6 percent over Revised ks
timates. The government couldwell
havebudgeteda higher level of total
expenditure, if the revenue estim-

Growth imperatives A rise in growth will ensure creation of jobs keumees

ates had been pitched at a higher
level. With respect to expenditures,
the big question is ahways how well
the projects are executed.

Otherissues
TheBudget hasalsoaddressed some
of the other issues like Digital Cur-
rency. Thesteps taken tointroducea
digital currency by the REl and a levy
of 30 percent on capital gains taxon
virtual assets are in the right direc-
tion. Details need tobe worked out.
The Budget says very little about
jobs and employment. | have ahways
taken the view that the best way to
promote jobs is by having a higher
prowth rate. Growth is the real an-
swer. [f the Budget and the actions
taken by the government and oth-
ers do result in higher growth of
75 per cent, most of the bad out-
comes of the pandemic in terms of

lossof jobs can be taken care. The ex-
penditure programme shows a sig
nificant decline in subsidies. In rela
tion to Revised Estimates of 202122,
the Budget for 2022-23 provides fora
dedine in fertilizer subsidies by
135,000 crore and 86,000 crore in
food subsidies. Is this desirable and
feasible? There is no mention of
himw this is to be achiewed. It may re-
main only on a an accounting
Entry

Fiscal consolidation

Fiscal deficit for 20222 at 6.9 per
cent of GDP is a shade higher than
the Budget Estimate. For 202223,
the Budget Estimate is 6.4 per cent
of GO One understands the com-
pulsion in a difficult sitwation like
the present one. But fiscal prudence
has its own advantages. The me
dium-term goal should not be for
potten. Interest payments are estim-
ated at 427 per cent of the revenue
receipts of the Centre in 202223,
Thisis a big preemption.

The debt-GDP ratio in the coming.
year will touch 60.2 per cent, a far
cry from the desired level of 40 per
cent. Polioy-makers need to revisit
the programme of fiscal
consolidation.

Thus, the strong point of the
Budpget is the stress on capital ex-
penditures. However, a bigger push
towards fiscal consolidation  is
neaded.
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