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A strong show amid varied challenges

The Union government's policies have shown
results with investments picking up and the
economy showing definite signs of a recovery.
Industrial growth has turned around, and the
stage is set for a spurt in industrialisation.

Chandrajit Banerjee

oming to power in May

2014, the two most sig-

nificant challenges faced by
the Modi Government were
a sharp slowdown in the in-
vestment cycle and a loss of
faith in government institu-
tions. In the face of such dif-
ficult circumstances, it has
shown single-minded focus
on development and growth,
building its strategy around
well-designed  campaigns
such as ‘Make-in-India” and
‘Swachh Bharat'. Its eco-
nomic philosophy has been
to make India a stronger
manufacturing base by eas-
ing business conditions
within the country, and en-

- couraging foreign invest-
ment.

These policies have shown
results with investments
picking up and the economy
showing definite signs of a
recovery. Industrial growth
has turned around, and the
stage is set for a spurt in in-
dustrialisation as our com-
petitiveness has improved.
Take the case of the power
sector where the country has
achieved significant capacity
additions. Once transmis-
sion and distribution con-

straints are taken care of,

industry will be able to re-
duce its excessive depend-
ence on diesel generators.
The entire process of e-auc-
tioning of coal blocks has
provided much-needed
transparency to the coal al-
location process while
mining, in general, is
expected to revive
with  competitive
bidding being in-

troduced following

the passage of the .

-

Mines and Minerals (Devel-
opment and Regulation)
(Amendment) Act.

Perhaps the government’s
biggest achievement on the
economic front has been its
ability to tackle inflationary
pressure. The sharp moder-
ation in inflation should not
be attributed purely to the
happenstance of falling oil
prices but also to deter-
mined policy action. These
include using excess food
stocks to cool down food
prices and limiting the prof-
ligate increase in minimum
support prices. Sticking to
the process of fiscal consoli-
dation has itself helped in
curbing inflationary pres-
sure. It is to be hoped that
further reduction in subsi-
dies and a move towards di-
rect benefits transfer will
help keep a lid on inflation,

especially as oil prices have

begun climbing up.

So far, the government has
been somewhat fortunate in
the external circumstances
that determine the econo-
my’s short-term perform-
ance. Thus, the sharp fall in
the price of oil and other
commodities has helped in
moderating inflation and

controlling the fiscal deficit.
ever,
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weather conditions at home
have dealt a blow to the
country’s agricultural pro-
duction and uncertainty
about the coming monsoon
continues to weigh upon the
performance of the agricul-
tural sector. This underlines
the importance of investing
in long-term assets so that
dependence on rainfall is re-
duced, agricultural produc-
tivity is enhanced and the
agricultural supply-chain is
developed.

A key piece in the domes-
tic strategy has been greater
empowerment of States. Itis
increasingly apparent that
key areas of reform ranging
from labour to land and in-
frastructure lie within the
domain of the States. Stajgs
are also responsible for im-
proving peoples’ access to
critical gocial sectors includ-
ing education and health-
care. The- government has,
therefore, increased the per-
centage of tax revenue trans-
ferred to States while doing
away with their dependence
on Plan-based fund trans-
fers. This is a major advance
in fiscal federalism wherein
states will become respon-
sible for their own devel-
opment. At the same
time, the implementa-
tion of the Goods and
Services Tax (GST)

will introduce a uni-
form tax system in

the country. The challenge
for the government in the
medium-term is to tackle
the issue of creating liveli-
hoods to fulfil the aspira-
tions of people. It is by now
well appreciated that while
the Indian economy did well
after the initial reforms in
the 1990s opened it to grea-
ter competition, it has so far
failed to leverage its demo-
graphic strength. Employ-
ment has remained a
concern, and many young
people remain locked into
low productivity jobs. Enter-
prises in India remain small

with various disincentives to

growth., These include the
large number of clearances
and permits that are still re-
quired to start and operate a
business as well as labour
laws that kick in once an es-
tablishment grows beyond a
certain size. The lack of well-
developed  infrastructure
only adds to the constraints.

Policies are being drafted
keeping in mind the need to
remove such impediments
to. growth. Measures have
been taken to facilitate in-
frastructure building on a
large scale where the chal-
lenges are many. Significant
new initiatives include work
on high speed trains and
moderniSation of railways
stations, focus on urban in-
frastructure through the
smart cities programme and
introduction of the hybrid
annuity model for road

building. The bill on land ac-
quisition is critical for im-
plementation of  large
infrastructure projects, as it
aims to ease procedures in
critical areas such as indus-
trial corridors, PPP projects,
ruralinfrastructure, afforda-
ble housing and defence. Ul-
timately, the provision of
better infrastructure will be
critical for the successful im-
plementation of the ‘Make-
in-India’ project.

What is heartening is that
a clear direction has now
been set for the growth and
development of the country.
Industry has found new en-
ergy to participate in pro-
grammes such as Smart
Cities, Digital India and San-
itation of schools.

CII, for example, is work-
ing with its member compa-
nies to construct 10,000
toilets in.  government
schools by March 2016.
Much progress has also been
achieved in developing a
skill curriculum that is
aligned to industry’s needs.
Greater prevalence and ac-
ceptance of vocational edu-
cation has made -college
students employable by
industry. :

With these developments,
the partnership between
government and industry
has become one of shared re-
sponsibility towards build-
ing the nation,

(The writer is Director
General, CII)
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