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Budget must pave way for
ambitious decadal growth

Chandraijit

Banerjee

dia’s economy has
seen a sharp rebound
after the first two
waves of the Covid-19
pandemic and is
expected to be the fastest
growing major economy
this year. It's time for us to
be ambitious and aim to be
the fastest growing major
economy for this decade.
The forthcoming Union
Budget should lay strong
foundations to make this
decadal growth ambition a
reality. It should take for-
ward big, bold reforms and
root for policy predictabili-
tv and stability. Continued
higher capital expenditure
till a broad-based recovery
in private investment and
consumption is important.
In my view, there are
eight critical areas to build
the foundation for growth,
for which this Budget
should set the direction.
The first is healthcare.
Besides being crucial for
the health and well-being of
its citizens, a robust public
health system is critical for
a nation's investment att-
ractiveness and economic
resilience. Low govern-
ment health expenditure
leads to higher per capita
out-of-pocket expenditure,
impacting disposable in-
comes and access to health-
care, India has one of the
highest levels of out-of-
pocket health expenditure
globally. Therefore, India
must increase its public
expenditure on healthcare
from the current 1.3 per
cent to 2.5-3 per cent of GDP
by 2025. More capital
resources should be dep-
loyed towards sprucing up
the digital infrastructure
and towards PPP models to
build health infra in rural
and semi-urban areas and
Tier-2 and Tier-3 cities.
The second is education.
As the knowledge and tech-
nology intensity of the
economy increases in a
post-pandemic world, a
robust education system is
the key to sustained high,
inclusive growth. Public
spending on  education
must increase from 4.43 per
cent to six per cent of GDP
in the next threefour
yvears. Public expenditure

should increase at all levels
of education. Digital educa-
tion must be leveraged, and
all future economic poli-
cies as well as education
and digitisation policies
should address the issues
of inequality and digital
divide in education under-
scored by the pandemic.

Third, one of the most
important aspects to con-
sider in the Budget is to
continue and expand pub-
lic investment in sectors
like infrastructure to rev-
ive demand and create
jobs. The states should also
be incentivised to focus on
infrastructure-focused cap-
ital expenditure.

The government should
list out the shelf-ready pro-
jects, that are in the
Infrastructure  Pipeline
(NIP), for early implemen-
tation. A special advisory
group could be established
to create a shortlist of pro-
jects, that can be subject to
an accelerated delivery
process. Actionable inter-
vention by the government
such as work on smart
cities, early operationalisa-
tion of freight corridors
and industrial corridors
must be expedited.

The infrastructure sec-
tor, with a multiplier im-
pact on the rest of the econ-
omy, also requires interv-
ention, to improve and di-
versify sources of financ-
ing. The government may
consider developing the
municipal bond market, so
urban local bodies can
raise funds to invest.

The fourth area is rejuve-
nating rural demand. The
holistic focus on the rural
economy, covering both
farm and non-farm sectors,
is important to enhance the
competitiveness of agricul-
ture and boost consump-
tion demand. We need to
step up investment in agri-
infrastructure like cold
chain, warehousing, logis-
tics and irrigation, which
would improve rural con-
nectivity and demand in
rural areas.

Allocations could also be
increased under the Pra-
dhan Mantri Gram Sadak
Yojana (PMGSY), to speed
up construction of rural
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roads and improve connec-
tivity of villages with rural
roads and mandis. The
MGNREGA allocation
should be increased to ¥1
lakh crores in the next fis-
cal year, considering that
MNREGA is a vital social
safety net for rural resi-
dents and migrants impact-
ed by the pandemic.

The fifth area is building
manufacturing competi-
tiveness. Growing manu-
facturing is key to overall
growth and employment
generation. To ensure the
longer-term competitive-
ness of industry, the Bud-
get should announce mis-
sions on hydrogen and elec-
tric vehicles, in addition to
the recently announced
one on semiconductors.

The Budget could also
announce a mission on
measuring and reducing
cost of doing business. This
should compare and miti-
gate India’s cost disadvan-
tages vis-a-vis the top 20-30
manufacturing economies.
An index could be devel-
oped for states, encourag-
ing them to measure and
address the factors impact-
ing the cost of doing busi-
ness. This will encourage
domestic investments, and
help India benefit from the
global supply chain diver-
sification, bringing in FDI.
It will also boost the com-
petitiveness of India’s mer-
chandise exports,

The sixth area is working
towards establishing lead-
ership in technology and
R&D. India needs a well-
strategised and synchro-
nised approach towards
technology. CII suggests
setting up an overarching
Technology Commission of
India to coordinate, inte-
grate, synergise and man-
age all technology-related
strategy, funding, policy,
deployment, and public-
private partnerships.

To start with, a Techno-
logy Fund could be created,
for promoting public-pri-
vate partnerships in some
high priority  sectors.
Through this fund, the gov-
ernment could fund R&D
and innovation projects,
with the private sector con-
tributing 60 per cent and 40

per cent coming from this
government fund.

Unlike global practice, in
India government funding
for research is given main-
ly to autonomous public
R&D institutes. The gov-
ernment should consider
providing research fund-
ing to private academic
institutions as well, on a
competitive basis. This will
add another important
lever to the country’s
research output.

The seventh area is trade
and exports. It is crucial for
India to step up engage-
ment with the rest of the
world and gain greater
access to markets. The cur-
rent thrust on FTAs is a
welcome move. In addition,
a globally competitive tar-
iff structure will help Ind-
ian industry integrate into
global value chains and
become competitive. The
Budget could explore a
graded roadmap to a three-
tiered tariff structure, over
a period of three years.
This could comprise of the
lowest or nil slab for inputs
or raw materials, 2.5-5 per
cent for intermediates, and
final products in the stan-
dard slab with exception to
only a few products.

Further, Ease of Doing
Business  interventions
such as simplification of
forms and documents,
streamlining the processes
across agencies to facilitate
Web-based filing and verifi-
cation of documents, and
time-bound approvals for
different trade activities
should be facilitated. To
reduce cost of compliance,
the government should
also move towards self-cer-
tification as the primary
mode of regulatory compli-
ance, with checks in the
form of audits and penal-
ties. Ata time when around
90 per cent of industry is
compliant or is ready to be
compliant, it would be ben-
eficial to all to permit self-
certification,

The eighth area is sus-
tainability. India has made
bold and ambitious com-
mitments at COP28, includ-
ing achieving Net Zero by
2070. The government
should create an agency to
dedicatedly examine a
roadmap to achieve these
goals as well as meet chal-
lenges of financing and cre-
ation of clean technologies.
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