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Budget 2021 is being presented
under exceptional conditions.

This isborne out from the
advance estimates that show
India’s GDP growth to contract
by 7.7% in2020-21, the worstin
four decades. The reverberations
of thisarebeing feltonlives,
livelihood and growth.

Gol has been quick toreact with
targeted measures toarrest this
fall. Under the circumstances,
Finance Minister Nirmala
Sitharamanshould unravel a
pragmatic budget. One expects
that it would delineate
apolicy plan that
revitalisesgrowth
drivers, alleviates
dlstress, supports
livelihoods and helps
create aresurgent
India that is both
inclusiveand
self-sustalning.

The need for
fiscal supportto
1ift the economy
isparamount.
Hence, Golsho-
uld relax fiscal
consolidation for
ayear,andan-
nouncearealistic
fiscal deficit
target for FY2022.
Further, the
deficitshould be
seen from the
longer perspec-
tive of 3-4years,
andnotbea
one-year outlook.
There isa need to
gofor a ‘fiscal
deficitrange’,
instead of afixed fiscal deficit
target, as well as improve the
quality of deficit by including
off-budget liabilities, and ensu-
ring greater transparency in
budget numbers,

Atthesame time, a clear road-
map should be delineated fora
return tothe path of fiscal conso-
lidation, depending on the rate of
economicrecovery. Suchan
approach sets the template for
growth, resulting in smaller
deficits in the future.

Second, the space galned by
expansionary fiscal policy
should be utilised toenhance
capital expenditure targeted
towards areas that have a high
multiplier effect. Gol should
fast-track existing infrastruc-
ture projects underway, rather
than go for new ones. [tshould
notify the shelf-ready projects,
which are In the National In-
frastructure Pipeline (NIP), for
implementation. It would

crowd-in private investment and
kick-starta virtuouscycle of
revenue, job-creation and pri-
vate Investment.

With the Covid-19 pandemic
having revealed India’'s health
infrastructure inadequacies,
Sitharaman would do well to
increase allocations for health-
care. The 2017 Natlonal Health
Policy pledges to Increase public
spending for healthcare to at
least2.5% of GDP by 2022, from
the current 1.5%. The budget
must work towards this target.

Adirect demand-inducing
measure 1s for the government to
speedily release all outstanding
payments or tax refunds owed to
service providers in the formof
pendingbills. This includes
goods andservices tax (GST)
refund dues. These could be
smallor large companies, state
governments, etc.

Third. resources for capital
expenditure can beraised in
several ways, Including public
sector undertaking (PSU) disin-
vestment and strategic sales.
Another model to generate funds
would bemonetisation of land
and other assets owned by go-
vernmentor PSUs. Itisalso
importantto seriously consider
expenditure rationalisation to
free up the fiscal space.

Fourth, Golshould also take
steps torejuvenate public sector
banks (PSBs) by bringing down
its stake to below 50% through
the marketroute over the next12
months. Thisshould be done for
all except 3-4financially strong
bankssuch asthe State Bank of
India (SBI), Bank of Baroda and
Union Bank. Further, steps like
creating multiple bad banks,
creatingdevelopment financial
institutions, and creating an
agency for investigating finan-
clal sector frauds are much
needed.

Fifth, in the matter of employ-
ment and exports, Gol should
ensure speedy creation of jobs,
considering the distress caused
by the pandemic. For employ-
mentgeneration, there1saneed
toraise the cap t0®50,000 to
become eligible for 30% deduc-
tion on emoluments paid to new
employees for three years. En-
hancing allocation under the
Mahatma Gandhi National Rural
Employment Guarantee Act
(MGNREGA) scheme, job stamps
scheme for urban employment,
addressingsklill gaps, etc, should
be key considerations.

The export market is a key
driver of employment genera-
tion, andshould be leveraged
through a policy that supports
greater participation inthe
global value chains (GVC). This
would bepossible by bringing
down importtariffs, which
would help usexploit—and
benefit from — global markets.
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