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An Autumn Of Happy Tidings

Amidst all the doom ancgloom, it’s all too easy temiss the posztlve signs for our economy

Chandrajit Banerjee

fter a long period of per-
ceived lack of move-
{ wment on critical policy
1ssues last week saw some very
positive movement, with the
cabinet clearing the National
Manufacturing Policy. This
is a welcome move; India has
been falling behind its peers in
the competitiveness of its
manufacturingsector. Without
the sector’s growth, it will not
be possible to provide employ-
ment to the large additions to
its labour force. Availability
of land for industrial develop-
ment together with a facilita-
tive environment and ade-
quate provisions for good
quality infrastructure will
encourage investments from
the private sector.

Therefore, the cabinet
clearance has given us much
cause to cheer. As a close
observer of this policy’s pro-
gress, there is additional satis-
faction in seeing that the
various ministries have come
together for a cause which is
clearly in the overall interest
of the country — particularly
from the point of view of
employment generation.

The week had some more
good news coming our way
when the RBI decided to
announce its intent to pause
on rate hikes. The view across
industry has been that the
continuous hike in interest
rates has only served to dis-
courage growth and invest-
ment, without having much

impact on inflaion. India is at
a stage of deveopment where
transmission > monetary
policy is weakparticularly if
the intent is tccontain infla-
tion in food iters and the like.
Instead, if dertain policy
reforms were t take place to
encourage invetment in key
sectors such afood and agri-
culture, this wuld ease sup-
ply-side constrantsandlead to
some moderatin in inflation.
With the RBI :xpressing its
concern on gro'th for the first

‘time, there see1s to be light at

the end of the tunel.
Another exmple of for-
ward movemat on policy

" issues is the preress made on

the CompaniesBill, which is

The engine that can propel Idia out of troubled waters

India stillias strengths
that will eable it

to survive theglobal
turmoil bettethan many
other countris. Our
policymakersre alive

to the challenes of
ruling a largeind
thriving demcracy

awaiting final ccarance in the
cabinet after aew remaining
differences are‘esolved. With

a view to creaing a flexible

and less regula:d framework,
India is all set tereplace the 55-
year-old Compaies Act, 1956
with the Bill. Its based on the
need for structval change and
modernisation of corporate

regulation commasurate
with global standards.

Even on GST, wich is
considered to be most ifficult
to implement as it equires
consensus across stée and
central governments, here is
reason to be optimisti. From
the Confederation of Indian
Industry (CII)‘s inteaction
with state governmnts, it

© seems what they are ooking

for is an assurance fom the
Centre that it will comensate
them in case they suffer
revenue losses and awater-
tightformula for such ompen-
sation. This should nt be so
difficult; even the mor funda-
mental intransigence tat was
on display earlier seets to be
eroding. Of course, tis is a
subject on which onealways
runstheriskof beingtidlater,

“You spoke too soon.” But
where’s the harm in being a
little optimistic in life?
However, much remains to
be done; as the saying goes,
one swallow doesnotasummer
make. For instance, the prob-
lem being faced in the power
sector poses an immediate
threat to the country’s econo-
mic outlook. On the one hand,
the shortfall in coal production
isleadingtoalack of fuel avail-
ability for thermal power gen-
eration. On the other, escalat-
ing losses at state electricity
boards are making it difficult
for them to pay cost-reflective
tariffs. CII is in active discus-
sion with the relevant minis-
tries to develop a conducive
framework for competitive
bidding of coal blocks and
for the implementation of

distribution reforms.

Another area where the
economy is facing a challenge
is the persistently high level of
inflation infood items. Here, as
highlighted by the RBI, the
problem persists despite re-
cordfood production in the last
two years. This is because the
riseinpricesisconcentratedin
itemssuchasfruitsand vegeta-
bles and eggs, meat and fish,
which have experienced an
increase in demand following
changes in dietary patterns.
An adequate supply response
has been missing due to vari-
ous bottlenecks in the distribu-
tion of these products. Policy
action is required to reform
agricultural marketing so that
the retail food sector is consoli-
dated, middlemen are elimi-
nated and margins are slashed.

Clearly, the glass can be
seen as half-full or half-empty
depending on whether one is
an optimist or a pessimist. It is
time to break the negative feed-
back loop that tends to develop
when all views converge
towards pessimism. India still
hasstrengthsthat willenable it
to survive the global turmoil
better than many other coun-
tries. Our policymakers are
alive to the challenges of
ruling a large and thriving
democracy. As has been the
experience in many critical
situations earlier, i am confi-
dent that economic reforms
will continue to take the
country forward.
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