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PROGRESSIVE VS. POPULIST

Dark clouds aswe head
into Union Budget

The economy is under
pressure, and social
justice and governance
structures are crying out
for attention

JAGDISH RATTANANI

he fourth and last full-fledged
I Union Budget of the Narendra

Meodi government’ssecond term,
scheduled to be presented to Parlia-
ment today, comes amid some dark
clouds on the global scene. Globally,
growth is down, inflation is up, geopo-
litical tensions are on the rise, the Rus-
sia-Ukraine conflict is unending, and
the outlookis notexactly sunny.

Luc Frieden, president of Eurocham-
bres—"the eyes, ears, and voice of the
business ecommunityat EU level"—was
quoted by Reuters as saying last week:
“In the short term, we are in a difficult
economic situation.” And according to
the IMF, more thanathird of the global
economy contracted in 2022 and is ex-
pectedto further contractin2023. This
indicates the problems with spillovers
thatwill exacta toll on India.

But India itsell is having a difficult
time. We are headed into 2 round of na-
tional elections, which will bring new
pressures to make promises and sane-
tion expenditures to secure the vote—
the perils of a so-called election-year
budget. Many analysts say this is a
temptation thatthe government should
and will resist—it has a vote-on-account
to offer goodies next year, closer to the
2024 elections. A Bloomberg survey of
economists showed that a majority ex-
pectthe budgettosteer clearof populist
measures and focus on strengthening
manufacturing and creating jobs.

The economy is under pressure and
hasnotfully recovered from theshocls
of Covid-19. As we all know, the fiscal
deficit increased to 9.2% of GDP in
2020-21, more than doubling what it
wasin2019-20. [twaspegged at6.4%in
202223 (Budget Estimates), o decent
pull back from the abyss, but the track
announced by the government last year
of keeping the fiscal deficit level below
4.5% by 2025-26 may not be casy to
reach giventhe conditions.

Today, private investment isn't pick-
ing up, infladon (parteularly the core
inflation thatexdudes volatile food and
fuel prices)is persistent, excise and cus-
toms receipts are projected tobe down,

anddisinvestmentwillbeas challenging
asever,if notmoreso. The government
has therefore limited fiscal space for
bald action.

Oneofthe challenges forthegovern-
ment is creating job opportunities for
the youth, with ugly unemployment
numbers coming out as a eonsistent
featureoftheeconomy andraising fears
of ademographicdisaster. Expect some
pushin thisdirection.

The move to build Chinese-style
mega plants, as appears to be the plan
given the recent agreements between
Foxconnand Vedanta, tellsus thatIndia
will bring jobs vialarge factorieswhere
the onlyskillis India’slabourcompeting
on price.Itis notin dispute thatthe Chi-

nese factories are built on exploitative
models so bad that workers there have
committed suicide and the factories
have had to put up nets ta stop others
from jumping totheir deaths.

Can this be the answer to India’s job
crisis? The counterargument that thisis
only the beginning of a semiconductor
pushinIndiais fairbut missesthe point
that the dynamies of low-end assembly
are very different from an cconomy
known for design, manufacture, and
solutions up the value chain.

Moreover, this is a centralised way
of growing jobs in concentrated packs
rather than a thriving decentralised
economy where MSMEs in their lakhs
and large-scale businessesin their thou-
sandsarefiringawayonmultiple fronts
to create an energy that drives sustain-
able growth and brings a widespread
Jjobs market for all kinds of skills and
specialties.

Agriculture, which has supported
growth and still employs a vast major-
ity of Indians. needs renewed atten-

tion. After the farm laws failed, there
is now a need for a new push for devel-
opment, productivity, marketing, and
the ereation of new linkages between
agriculture and industry. How can the
government offer new solutions to ex-
cite farmers without bringing back the
anxieties that it created with the farm
laws? This is one big question that the
Union Budget 2023-24 mustanswer.

Ontheeve of thebudget, welisten to
economists who try to tie in the num-
bers. Butnumbersare onlyaslave tothe
thinkingthat delivers them. Forgrowth
numbers, weneed someclarityonwhat
isrequired, the first of which is a sharp
focus on delivering inclusive growth.
Concomitantwith that is good govern-
ance so that numbers do not become
the dustinoureyes, preventing usfrom
seeing the reality behind them. And it
must come with a social cohesiveness
that will allow these tender shoots to
grow into massive oak trees.

The message of reports like the one
put out by Hindenburg Research on
the Adani Group does not inspire con-
fidence in the governance structures
of India. The question it will raise for
global investors is not merely about
one large group burabout the integrity
of the system as a whole. India has an
interestin fixing this. Without thar, the
Indiansystemwill encourageopportun-
istic players to make money by betting
on Indian positions, but real long-term
investorswill shy away.

Tris possible to argue that thisis not
anissue for the budget, but everything
thathas issues of governanceatitscore
is an issue for the budget. Poor govern-
ancewillmean poor policy, poor spend-
ing, bad outcomes, weak regulatory
frameworks, and India’s deseentintoan
economywithpoorlevels of confidence
and investor trust, No budget, however
good,canwork in thisatmosphere,

Further, growth is about a sharp
focus on issues of growth. As Montek
Singh Ahluwalia once noted inthe con-
text of GDP growth way back in 2012:
“Growth isnotaGod-given right... it will
require effort.”

That effort has to be economic but
also work on levers of social justice,
communal harmony, respect for demo-
craticinstitutions,and goodgovernance
structures, This only tells us that num-
bersareimportant, butmoreimportant
is the vision with which these numbers
are projected and soughtto beachieved.

(Thewriteris ajournafist and
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