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TAXING THEWELL-TO-DO
AND USING THATTO PROVIDE
MORETO SMALLFARMER,
COMMON MAN, SMALL
ENTERPRISE, WAS EVIDENT,
ASWASTHEFOCUS ON
ADMINISTRATIVE REFORM

EXPERT TAKE

Many measured steps towards meeting govt goals

HE Budget was presented in
I theface of achallenging global
economy. Not only have world
growth and global commodity
prices gone for a toss in the past year,
the additional asks from OROP and
7th Pay Commission, along with the
clamour to step up public investment
to push growth, made it even more
allenging.
Against this backdrop, the balance
the finance minister would strike be-
tween fiscal discipline and fiscal stim-
ulus to spur growth was keenly being
watched. Adhering tofiscal prudence,
hestuck to3.5% of GDPas targeted fis-
cal deficit for FY17, while committing
toachieve3.9% of GDP in FY16. Bond

markets have clearly rewarded this
stance. But fiscal math is also a zero
sumgame. For instance, inthequestto
secure financial prudence, the
amount set aside for bank recapitali-
sationseemslowagainstthesizeof the
problem that the banking balance
sheets are facing. The finance minis-
ter has assured that funds would be
madeavailable if required and, hope-
fully, therecould besomeotheroptions
looked at as well, including reducing
stakes, consolidation and selling as-
setsto ARCs.

This Budget was expected to ad-
dress the rural sector, which has been
reeling due to weather vagaries. Not
surprisingly. the first of the nine pil-

lars discussed in the Budget was agri-

culture and farmer welfare. A lot of

thrusthasbeengiventorevivingrural
growth by allocating more resources
foragriculture credit, irrigation, crop
insurance, ruralroads, etc.

The 11% budgeted growth in total
expenditure is expected to be met by a
realisticgrowthinrevenues. Thenom-
inal GDP growthrateassumption also
looks achievable in light of the im-
provement in real growth that comes
onaccount of some push to consump-
tion via the award of the 7th Pay Com-
mission, normal monsoonandgrowth
ininvestment as interestrates fall.

Financial sector reforms were an-
other pillarof theplantotransformIn-

dia. The Budget tries to develop the
ARCs as part of financial sector re-
form. Amongthereformsareallowing
100% FDI in ARCs through automatic
route, proposing to allow non-institu-
tionalinvestors to invest in SRs, allow-
ingthesponsortohold 100% inan ARC
and providing a complete pass-
through of income tax to securitisa-
tion trusts, including ARCs.

The Budget took a number of mea-
sured steps towards the goals of the
government. Taxingthe well-to-doand
usingthattoprovidemoretothe small
farmer, common manand smallenter-
prise, was evident, as was the focus on
administrative reform and dispute
resolution mechanisms.




