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compliance burden for smaller players.

sector banks has generated optimism
- that banks will be able to repair their
balance sheets. "
~ However, challenges remain. I hope
he will articulate these as well in his
‘Budget speech. One is the rise in global
| oil prices creating a headwind for the
| Indian economy. The resultant rise in
~ inflation will prevent RBI from lowering
| interestrates while the fiscal and current
account deficits will both increase.
- Fortunately, the practice of subsidising
| petrolanddiesel hasended. But LPGand
kerosene remain subsidised.
- Second is the weak performance of
‘theagricultural sector, which remainsa
| dragonoverall economicrecovery. Even
| withanormalmonsoon this year, output
| of several crops has fallen. Food inflation
| isrising even as farmers are unable to
. getagood price for their output.
. To deal with rising pressure on
~ expenditure, the FM is expected to focus
~ on revenue enhancing measures and CII
~ has suggested a few. An asset recycling
| policy will enable the government to
. identify public utilities and eompleted
cture projects either for outright
or for giving out operation and main-
rvm?{mnn-acts to specialised private
| sector firms. This is already being done for
| some road projects using the toll-operate-
model of NHAIL Similarly
nment can monetise its land

When finance minister
Arun Jaitley presents
the Budget on February
1, he will have much
to take credit for. The
economy —~ which had
been steadily decelerating over 2016-17 -
bottomed out in the first quarter of the
current yearand isnow showingsigns of
an upturn. The disruption that followed
GST implementation on July 1 has been
overcome, with some relaxation in the

The recapitalisation package for public
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Green shoots are showing, here are some ideas on how

reduction in the corporate tax rate, as
promised by the FM in his Budget speech
of 2015. Itneeds tobe pointed out that this
will not lead to any loss in revenue as the
" effective tax rate (as calculated by the
actualtax collectiondivided by profitafter
tax of the companies) is already around
25%. We believe that revenue buoyancy
postataxreduction willlead to an increase
in tax collections, not a decline. In fact,
ClThasrecommended that Indianeeds to
transition to a corporate tax level of 18%
after removing most incentives and
exemptions. Similarly, a simplification
of the GST structure with three rates
and more items included would lead to
an increase in revenue. |
Coming to the second challenge, the
FM is expected to address the issue of
how best to raise farmers’ incomes. An
empowered group of state agricultural
ministers may be created to take forward
reforms in the agriculture sector to add-
ress issues such as low productivity on
account of small farm size and the volati-
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The high cost and/ or poor
quality of land, labour, capital,
power and other infrastructure
have a significant impact on
firms in India

lity in prices of agricultural products.
Ideas include amendment of contract
farming laws and the APMC Act to allow
aggregation of small farm sizes and better
linkages between farmer and market.
The Budget could provide incentives to
states that implement these reforms.
Investment in agriculture as a share
of the total has been falling over the last
few years and this trend needs to be
reversed. Much greater investment is
required in post-harvest infrastructure
such as warehousing and cold storage at
the district level. Once these assets are
created, the government can earn revenue
by leasing them to the private sector
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For industry, it is unpo_rc_ant to unprtt}nlve
productivity and competitiveness so that
domesticindustry isabletocompete with
imports. Thehighcost and/ orpoor quality
of land, labour, capital, power and other
infrastructure have a sxgmﬁcamﬂllmmrfc;
on firms in India. The FM rpuzt - 0
ways to ameliorate these disadvan &;ges
and Niti Aayog’s suggestion of creating
coastal economic zones must be conside-
red. These zones would not necessar}ly
need tax incentives but would require
support in terms of availability of
industrial infrastructure and logistics
at areasonable cost. -

For more investment to come into
India, the industrial enﬂronment ngeds
to be reinvented as a hub of innovation.
Critical industries such as defeqce,
aerospace, IT, electronics and capl'gal
goods need toadopt advanced technologies
that are spreading globally, as part of the
fourth industrial revolution.

The government could play a role in
supporting an innovation ecosystem by
creatinga National Innovation Fund with
asizeable corpusof atleastRs10,000crore.
Suchafund would provide seed funding to
industry through competitive bidding for
undertaking research projects. Funds are
also required for institutes of higher
education to expand the pool of skilled
people who can work on research and
development for industry,

Industry looks forward to an exciting

set of measures to support the economic
recovery.

Thewriter is Director Gen
tion of Indian Industry (CIT) i el




