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internatonal rdations have enteral a diffosle tise.”

— GLORAL TIMES, CHIMA

Why government
must spend more

Private consumption, investment demands must
rise. Cash transfers, lower income tax slabs, greater
liquidity in financial sector will boost growth

Goral. KRISHNA
AGARWAL

OME POES NOT need o go too far back in
hizenry m recallect the precarious situa-
tion of the Indian econony. When the or-
enl govermment ook over in 22004, il
declared fiscal deficit was at 4.5 per cent
while the actual was estimased tobe in
U range of 3.3 per con. The gapbebaen
thiese twa ligures was because e LIPA
government incurred off balince-sheet
expenses ke oll bonds (isued o the nine
ol Ks 142202 crore and not reflecicd in
government sccounts), withheld income
tax refuznds and rolled over, to the next
year, payiments whech would huve idcally
coame in towands the end of Minancial year
AN 31418 was creat ve acoounting at its
leeal, Comigrled weth weak ness on il ex-
termal dCoount. India was part of & group
that was informally referred to as the
“fragle five” = coumiries berng the weak-
st links in the global

The Modi government wanE about
anaging it finanoal affars maveny pr-
dent manner, Falling glohal eil prices were
leveraged to penerate better revenue for
the government Measures | e demoneti-
sation and the Goods and Services Tax
(GET) were launched, establishing audst
trail and owwnership of money and simpli-
ficanon in indirect tax structure,
Macroeconomic pardimeters like inflation
ared Fscal deficit have been contaned, the
currentaccount deficit i manageabls and
Iorcignexhange reioe and GO growth
rates are inching higher. Indoing so, the
govermmienit has nod wacrifioed amyessential
expendinge. As per the pubBcly avalahle
data, the Z014-15 10 2018-19 period has
soen the best comhination of D8 gravth
vate [high) and inflation (low) than amy
other government in the hiswory of inde-
pendent India. Success on e macro-eoo-
oMb management ont has heen one of
the higgestachieverments of the Modi poe-
ernment and like many other achieve-
et ol thit government, fas beenunduly
igreed by the mainarresn media We are
ot only one of the fastest-growing eoon-
Ty, Enst ol so the SixTh-langest econcay in
the workd, MwCs annual Global BEoonomy
Warch report projects India’s real GDP
growth in 201920 af 16 per cent and ac
cordingly, lnedia is Lioely to surpass UK in
2019 Eanking ol workl's langest economies
ardd ogoupsy the fifth positron
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l.'lu::l'ﬁ MICT0-LC0 NOMmic parameters;
for grevesth i the economey, hand-
Tl fo b0 $ that noecd Suppeort and do ot
chase parameters ke acentaln lovel of fls-
cal dalicie Ar the centre of all inbriarhes (T
the ordinary citizen of India and te goal
s b armveligrate e condidon of Iving. The
target B to achieve a higher level of GIN®
rerartln i Bo o boe 108 wdde and panic.
ipative as possible. Inthe roadmap for do-
S:-? Ak, TTHACTORO0 M T I'HFJI'I'H"H"I‘ Aare
~impersed mad signs. These mimbers
are not sycrosanct. There may be times
wihen wecan jusiflably ignose these Em
itng faciors Fimance Minister Anun itley
las said im wneguevocal termis that the
government would consider pround real
Ities while making its economic ches.

Curmently, agiculture and allicd sec-
i ape Cachneg s e cluall g dhoe 1o Lack
ol sufficient demand for their outpat. The
Micro, Small and Medium Enterprises
(NVISMES | socor 5 another scimieni that
15 Lecing headwands due to Lack of Laguid-
Iry in the Ananclal sysem and lack of de-
mand Increased demand brings n private
Investment and if there i resource con-
siraint waththe government. fiacal sxpan-
wiem s e wayoul,

The econanyy will grow only when
there i sullient demand. Government
expenditire has increased rremendoosly
im the Lt five years and sectors like seeel
and cement have benefited immensely.
However, private consumption and in-
vestment demands need to increase fur-
ther For this there b scope for expansbon-
ary nNscal policies, partculary when
Indlation i5boww, Fiscal discipline during the
lasst frwe yoars has been one of the bestand
has ghenthe ¢ the &l bewas rosim
o boost expenditure. The govemment
might consiider measures like interest
subreention an agricultural loans, direct
cash rransfer 1o fanmers based on their
landnoldings, relaxation i ingome Lax
slabs for dve lovwer-mdddle and the mid-
dle class sid ingection of liguidity in the
Taancial sector o baoat crechic svallebilk
Ity These measures might put some up-
ward presure on inflation which mighe
ninl b siach a had thing. Cash iransfers in
farmersare constrained by thie lack of up-
dated Land records wath the state governe
meni€and 3way sound itmest be foond.
Such a randerwaill bon g demand foragn-
cultural and non-agricultural products in
the rural aread and help the agriculture
and MSME secnrs.

Covernments and economies exist for
the people and Rot the other Wiy round.
fAccolades fnom foreign rating agencics
and maedis cannot compencate forthe suf-
!"rrhs of the pcqpleand our grvemment
lareaiwrs thils very well

The versler is nefional spokesperson BfF

POTHHTIR



