Good on the Capex Front, But the Big Question is How Well the Projects are Executed
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Croundwork |2id for

faster growth. However,
the quantum of growth may
have been overestimated,
while fiscal consolidation
could have been stronger

The expectations from the budget were
many As the pocnoray & emetging out of
the impact of two years of Covid, one
hoped that it would help to achieve a rep
sonable vate of growth in 208223 and lay
thee hase fiw much r growih in the
years thereafter. In a bread sense, the
giet may help to achiove these objectives,
The emphasis has been on increasing capi-
ta] exponditures, and that is weloomse, But
how far will 1t go o stimulate privaie in-
vestmient will depend ona numberaf other
Factors, The [rvestment ol imate needs o be
nuﬂurﬂd and that depends on non-ee0-
11, ian on Mscal
yway of reducingthefiscal
right direction. It could,
howavar, have baen a bit stronger
Om budpetanaking, onecritical parameater
is Thr assumption of the r!iprt'rrrl m'mrrh

i L.n‘('n the
perfir e of the: eeanery in 202122, and
particnlarly in the second half when there
was no baseadvantage expectations of B%-

plus growth appear optimistie. It will
probably be7-7.5%.

Ttis alsotrue that with respect to the bud-
get projection of revenue, the correct mag
nitude to look at is the nominal growth
rate. The budgel papers indicate that Gol
hes assumed & nomingl growth rate of
1L.1% . This s semewhal puzaling If there
al growth rate is taken to be B-4.5%, infla-
b 15 asi e tobe very Low, As inflation
should hover at 5-6%  the peminal growth
rate assumed is conservative. A conse
quence of the azsumptlon of & low nomi-
nal rate of growth is that market boroow-
ing performance will be high in 2022-23,
which may need the liguidity support of
RBL That hes implications for inflation.
revent I‘x]h'l:l.!'{“l! Increse
by B.6% over the revised esti.
RE) of 3r-22, and hy 24.4% over
el eslimales (BE). This iz against a
chground of & nominal growth rate of
The calcilation of buovaney be
crmEs somewhar tricky with the projec-
thon of & kew nominal growth rate, The

The journey |s nat the destination

buoyaney is oz low as 067,

On divect taxes, the structure by and
large rernains the same. The extension of
the date of commencement of manufac-
turing or production by nmr: pear tnder
the concessionl tax g Ay ApPOD-
priate one, The indivect tnm'ur: ke Alad
remains largely unchanged

The resort o Inerease in customs duties
to ‘protect’ domestic industries isastepin
the wromng divection. 18 gives a bad vibe fo
the ‘Make in [ndia’ slogan. Thus, in sob-
stance, the iy structum remains the
same. Both dividends and distimeestment
t5 A hudgeted bedow revised esti-

male

The stress in the budget i= on expendi-
ture. Capital expenditvres in 2022-23 are
ed to incraase by 35.38% over BE of
W 24.5% aver HE. But the in-
eroase in total expand oz i quibe mrced-
el They are 13.25% more aver BE of the
previousyear and 4.6% over RE. Gol could
well have budgeted a higher leval of total
expenditure, if the RE had been pitched ar

a higher level, With mspoect 1o expendi-
tures, the big question 1z always how well
the projects areexecited,

The steps taken to nrodsce &
{'l.n'Lr'Tvza» trr RBI and & by of 507
al gaing on virtual assels are in th
mll’.‘\'TI"'-T! Dietails need to beworked out.

Finally & word om fscal consolidation.
The fiscal deficit in H12-%3 remains high.
The: mi BT PO InE EROETRImIme { R
arnent ors and treasury bils)shows
ase from w89 lakh crome to T1L6
e Interest paymnents are estimat-
«of thie reventie receipts of the
s The impact on interest mie of a
higher level of berrowings alsp needs to
b taken imto account.

Thit dabt-b-GRP vatko has bouched tha
leval of 50.2%, a far cry from the desired
lervel af 4 Thus, the programme of fis-
cal eonsolidat needs 10 be revicitad,
The increase in capital expenditures is a
g siarsal, On the ofber hand, the signal
for fizcal comsolidation, although in the
right direetion, iz weak.
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