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'THREE YEARS OF THE MODI GOVERNMENT

Staying Right on Track

Chandrajit Banerjee
e

An impressiveagenda of economic
reforms and social programmes has
beenunfurled by the Narendra Modi
government over thelast three years,
Policies extend to numerous sectors
of theeconomy and their implemen-
tation has been top priority. Innova-
tiveactions and bold movescharac-
terisethis period.

Theeconomy today is growing rap-
idly. Macroeconomic indicators such
as fiscal deficit, inflationand current
account deficit areat stable and pru-
dentlevels. This, in itself, is a notable
achievement of the government with-
in a globalenvironment that conti-
nuestosurprise on the downside.

Thebig-ticket reform item of the
period is the goods and servicestax
(GST),expected to be introduced this
year. It involved building strong con-
sensus and addressing many issues,
and is likely to be a game changer for
India. Direct corporate taxes, too,
have beenreduced for the majority
of companies,and issues suchas tax
administration and tax dispute res-
olution have been taken upwith

visible impact.
Reforms to open up sectors to forei-
gn direct investment (FDI) — accom-

panied by the personal intervention

of thePMto attract funds - have led
to asurge in FDI and made India one
of themost promising global invest-
mentdestinations. From the indus-
try perspective, three key prongs of
Gol's economicstrategy stand out:
infrastructure, manufacturing and
the social sector.

Ininfrastructure, the government
hastapped new sources of funds,
worked on regulation and built new
capacity. These arenow beginning
to deliver results. Thestrong pushin
power reforms, faster pace inroads
and highway construction, and inten-
siveactions in railway modernisati-
onare building new connectivity for
thenation, making logistics more
efficient. Housing has received high
attention, with policies to incentivi-
se homebuyersand create 20 million
low-costhouses.

All of theseareopening opportuni-
ties for the private sector across the
supply chain. Therevival of public-
private partnerships (PPPs) would
addsubstantially to the infrastruc-
turemission. Therecommendations
of the Kelkar Committee need tobe
quickly actioned.

Inmanufacturing, Make in India
haslaidthe groundwork by address-
ing ease of doing business, sectoral
initiatives, intellectual property rig-
hts(IPR) and skill development und-
er SkillIndia. For the first time, Gol
hasidentified specificactions for
easeof doing business. Innovatively
involving state governments on 340
investment facilitation parameters
ledtoas many as12 states achieving

% successrate.

Sticking to the plan

Not surprisingly, entrepreneurs
have found it easier to set up a busi-
ness, obtain clearances and comply
with regulations, especially in the
micro, small and medium enterprise
sector (MSME). New national polici-
es have been announced for electron-
ics, textiles and apparel, capital goo-
ds and steel. Oneoutcome isthat over
T0new electronics factorieshave
come upfor indigenous production.

Areframed policy for IPRaimsto
foster indigenousresearch and stren-
gthen legal and institutional capaci-
ties. Industry has been closely invol-
ved with Make inIndia and ease of
doingbusiness, and appreciates the
government’s proactive positionon
investment facilitation that has been
abarrier to India’s manufacturing.

Inthesocial sector, the government
has taken up social security through
various schemes as also attempted to
streamline delivery of public goods
andservices. Use of Aadhaar forde-
livery of some subsidies, financial
inclusion through Jan Dhan Yojana

and promotion of digital payments
arechanging habits. The recent heal-
theare palicy, too, is welcome.

The range of policies, asalso camp-
aigns under Digital India, Smart Ci-
tiesand Clean Energy, are too many
to enumerate. Importantly, the gov-
ernment has reshaped mindsets of
different segments of society and ge-
nerated confidence among investors,

Thissets a strong foundation forsp-
eeding up growth. The IMF expects
India tocross 8% GDP growthrate
inthenext three years andremain
thefastest-growing large economy
till 2022, In the coming days, Gol
must work on employment generati-
ontocreateatleastfivemillion jobs
ayear. Labour reforms, quality edu-
cationandskilldevelopment are in-
creasingly urgent as the country’s
workforce expands.

To encourage new investments in
the private sector, a systematicreso-
lution to the burgeoning non-perfor-
ming assets (NPAs)of banks is requi-
red. The recent Ordinance isa welco-
mestep, along with the Insolvency
and Bankruptcy Code. A new indus-
trial policy to take into account the
rapid changesin technology and glo-
bal supply chains can Kick off manu-
facturing for job creation. Domestic
and global demand will becriticalto
sustaining the growth process.

India can be the next bigdriving for-
ce for the world. The coming years
must build its economic leadership
inachanging global environment.
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