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1 Calls for fiscal, monetary tightening to deal with fiscal deficit, inflation

PMEAC for stimulus rollback;
pegs FY’12 growth at 9%

(From right to left) Chairman, Economic Advisory Cou ncil to the Prime Minister C
Saumitra Chaudhuri, M Govinda Rao and EAC secretary K P Krishnan at the release of the ‘Review of Economy

2010-11’ report in New Delhi on Monday.
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week before the Union Budget for 2011-121s
tobe presented, a key advisory body to Prime

in the current fiscal,” C Rangarajan, chairman of the
PM's EAC said on Monday after releasing the Review of
the Economy 2010-11.

The projection isashade higher than its earlier forecast
of 8.5 percent but is in line with government estimates re-

Minister Man- leased earlier this month.
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It also said the services
and industry sectors would
maintain the high growth
rate of last few years. While
services is expected toregis-
tera growth rate of 9.6 per
cent, industry s projected to
grow by 8.1 per cent. In
2009-10, services sector had
witnessed a growth of 9.1
percent and manufacturing
had grown by 8.5 per cent.
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Rangarajan with EAC members
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DIESEL PRICES can be deregu-

ter headline inflation eases to &
per cent. EAC expects inflation
to start cocling by March end.

FDI IN RETAIL: EAC bats for FDI
in retail, but process will bz
gradual. Says deep pockets
needed for big ticket invest-
ments in cold chains and pro-
cessing centres

GST INTRODUCTION: Cals for
speedy introduction of 5™ to
improve long term revenus pro-
ductivity. Says DTC will ony en-
hance revenues in mediun term
FARM GROWTH: Expects agri-
culture sector to grow at 5.4 per
centin2010-11

FISCAL DEFICIT: Pegs theCen-
tre's fiscal deficitat 5.2 pe cent
of the GDPF in 2010-11
EXPORTS: Exports estimaed to
increase to $230 bn this fical
CURRENT ACCOUNT DERCIT:
Expects current account dificit
to be 3 per cent of GDP

industry to expand at 8.13er
centand services 9.6 perent
DOMESTIC SAVINGS RAE: Do-
mestic savings rate expeced to
be 34 per centin 2011-12

RAAI DAYAL

in 2010-11 and 37.5 per cent in the next fiscal, ne do-
miestic savings rate is likely to be over 34 per cenin the
current fiscal and 34.7 per cent in 2011-12.

However, Rangarajan stressed that the govenment
miust return toa path of fiscal consolidation and o con-
sider rolling back the fiscal stimulus measures uch as
the excite duty cut. “We introduced the stimulu in the
wake of the financial crisis. That was a special sination.
We have had two years of high growth since then ndso 1
believe it is time to move towards fiscal consolidatn,” he
said. The council has pegged the Centre’s fiscadeficit
at 5.2 percent of the GDP in 2010-11, which is lover than
the targeted 5.5 per cent and consolidated fiscal eficit is
likely toybe 7.5-8 per cent. Butit haswarned, “Theurrent
year fiscal adjustment may not be a problem, te chal-
lenge is of adhering to the Finance Commissia’s tar-
gets with credible expenditure management.”

While pointing out that revenue buoyancy is heh with
a growth of 62.9 per cent in April-December 210, the
EAC has urged that the goods and services tashould
be implemented as soon as possible. Listing th possi-
ble impediments to a 9 per cent growth, the B\C has
warned that inflation continues to be at an ‘unconortably
high level' and expects the central bank to contiue with
iits measures to control inflation as monetary polirhas an
importantrole to play. The EAC expects inflatioto case
to 7 per cent byend March 2011, but has said th: global
commadity prices and international crude oil pees are
expected tonise. TURN PAGE FR MORE

lated at an ‘appropriate time’ af-
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this will help achieve a 9 percent growth. Excerpis:

Will further tightening of the monetary policy
affect industrial growth and hurt revenue
collections?

| Ifinflation continues to remain at an uncomfort-

to pull it in. This
will help contain
inflation and con-
tainment of infla-
tion is an impor-
tant factorin
contributing toa
sustained ratc of
growth in the econ-
omy, which in turn
will lead to higher

TeVENLIES.

INTERVIEW

The EAC has pro- WITH C RANGARAJAN

| jected fiscal

| deficit to be lower than the Budgeted 5.5 per
cent in 2010-11. How will that be possible
given the higher subsidy bill for both fuel and
fertilisers? i
The reason behind our forecast is that the rev-
enues have been very buovant —both taxand
non tax revenues have increased quite substan-
tially. Therefore thiswill give considerable lee-
way to the government in perhaps meeting the
deficits of the petroleum sector and also meeting
the fiscal deficitlower than 5.5 per cent.

The report has expressed concerns over the
decline in foreign direct investment in recent
months. Do you expect this trend to continue?
| Weestimate 9percent growthin 2011-12. The
medium-term growth prospects are also good and
therefore foreign direct investment should be
forthcoming, But there are upsand downs wiich
are due not only because of factors operating in In-
dia but also external factors like what's happening
in the Middle East and developed countrics. But
on thewhole, I think foreign direct investment will
startincreasing in the next fiscal. ENS

RANGARAJAN, chairman of the PM s EAC said |

ably high level, tighter monetary policy isneeded
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