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‘Donotwantany
concernamong
startups,fintechs’

RUCHIKA CHITRAVANSHI
New Delhi, 28 February

Batting for regulatory support for the fintech sector, Union
Finance Minister Nirmala Sitharaman on Wednesday said
that the government does not want any apprehension among
the startup and fintech sector players.

Speaking at an event organised by The Indian Express,
Sitharaman said that many startups may want to have a
greater level of comfort with the regulators and the govern-
ment will provide that.

“The government is very much with these startups. We
want to be sure that they will be given assistance because
they intend to carry on with innovation. The compliances

will have to be simplified and will have
. lo be made user friendly,” Sitharaman
% said. The Minister said that while there
* \ may be domestic economic issues of
ﬁ- } concern, what worries her are how
© things would change externally with
respect to crude oil, fertiliser, natural
gas prices or the Red Sea crisis.
On the importance of winning elections
with 400 seats, Sitharaman said that the
speed with which more and more

" activity can happen will be better

if the numbers are better.
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India at the centre of geopolitics under Modi: Puri

—

BALA CHAUHAN @ Bengaluru

A strong India-Russia relation-
ship is good for global stability
in the world order, which is
shifting rapidly from bipolarto
multilateral and polycentric.
Speaking on ‘Russia and In-
dia in the Changing World Or-
der -Track II Dialogue’ during
the inauguration of REVA Cen-
tre of Excellence for Geopoli-
tics & International Studies,
REVA University, Dr Feodor
Voitolovsky, director, Primak-
ov Institute of World Economy
and International Relations
(IMEMO), Russia, said that the
two countries have “strong in-
terests in a very balanced poly-
centric, multilateral system in
which they can play a signifi-
cant role. “Our countries do
not have any contradictory vi-
sions of the international sys-
tems and do not have contra-
ictory interests. This is the
st driver for our efforts to
build a polycentric world order.
There will never again be a bi-
eyolar world order whether it is
China or the United States,”
said Voitolovsky When asked
about the time line on the ongo-
ing Russia-Ukraine war; its im-
pact on world economy and the

sanctions on Russia, Voi-
tolovsky said the impact of the
sanctions are having more
“psychological effect than eco-
nomic” and gave the example
of soaring Russian trade with
India after the sanctions.

“In 2023, India-Russia trade
had mounted to 65 billion USD.
It's a fantastic figure consider-
ing that earlier, it was around
eight billion USD. The decision
of Prime Minister Modi to con-
tinue and develop trade rela-
tions with Russia was rational
and in India’s interest. The ties
between the two countries have
become stronger. They cover
not only energy security but
different branches of Indian
and Russian industry. The sanc-
tions have a positive effect on

Psychological effect than
economic: Strategist

When asked about the time line
on the ongoing Russia-Ukraine
war, its impact on world economy
and the sanctions on Russia,
Voitolovsky said the impact of the
sanctions are having more
“psychological effect than
economic” and gave the example
of soaring Russian trade with
India after the sanctions.

Russia. The limitation on trade
with the European Union has
driven Russia actively to work
with the Asian market and In-
dia, which is a permanently
growing market,” he added.
Regarding the future of Rus-
sia-Ukraine war, Dr Alexey Ku-
privanov, head of Centre of the
Indo-Pacific Region, IMEMO,
said there isno clarity on when
the Russia-Ukraine conflict
will end and thatsanctions will
be much longer than the con-
flict. “Its easier to put sanc-
tions but much harder to end
them. Our interest in Eastern
markets will continue even af-
ter the sanctions are lifted. The
sanctions have provided new
opportunities and possibilities
to Russia,” said Kupriyanov.

Speaking about India-Russia
relationship, Prof Madhav Das
Nalapat, REVA University Ad-
visory Board member: said that
“India has maintained close
and warm relationship with
Russia despite so many geo po-
litical challenges and lot of ad-
vice to the contrary from indi-
viduals, who are important
policy makers in countries ex-
ceptionally close to us, for ex-
ample the US.”

The Centre for International
Studies and Geo Politics was
inaugurated by Union Minis-
ter for Petroleum and Natural
Gas, Housing and Urban Af-
fairs, Hardeep Singh Puri. He
congratulated Chancellor,
REVA University Dr P Shyama
Raju and Pro Chancellor
Umesh S Raju on their expan-
sive academic endeavour and
the opening of the Centre.

He highlighted Prime Minis-
ter Modi’s role in steering the
country forward bringing In-
dia at the “centre of geopoli-
tics.” Puri added that
“we are in a phase of transi-
tion towards greater good. In-
dia’s imminent rise as the
world’s third-largest economy
in the next five years is a giv-
en,” he added.



ECONOMIC TIMES, Delhi, 29.2.2024

Page No. 3, Size:(12.69)cms X (8.10)cms.

LR R R RN RN R R R R R R N N R RN R RN R RN N NN RN R RN

PM TO VISIT BIHAR ON MARCH 2 TO UNVEIL SEVERAL PROJECTS

Modi’s Bihar Visit to Focus on
Initiatives Strengthening Nepal Link

Our Political Bureau

New Delhi: Prime Minister Narend-
ra Modi’s Bihar visit on March 2 will
see the inauguration and foundation

stone laying of several projects rela-

ted to petroleum, fertiliser and rail
connectivity.
Strengthening linkages with Nepal,

the PM will also inaugurate the Nar-

katiaganj-Gaunaha Gauge conver-
sion which will increase connectivity
with Nepal border in West Champa-
ran district. Apart from this, Modi
will dedicate the Raghopur-Forbes-
ganj Gauge conversion to the nation
near the Nepal border offering addi-
tional connectivity to northeastern
states and highly populated back-

FOCUS ON RAILWAYS

PMwillin-
p,;,q augurateand
lay foundation
of several rail projects
boosting connectivity
with Nepal

ward areas.

The Mukuria-Katihar-Kumudpur
doubling project, for which Modi will
lay thefoundation stone, will help bet-
ter movement of railway traffic to Ne-
pal from eastern ports like Kolkata

and Haldia. The doubling capacity
will also help in better mobility of ra-
ilway traffic from northeastern states
to other parts of India.

Modi will also launch several new
trains, improving connectivity of
north Bihar with other parts of the
country. This will create a flurry of
socio-economicactivities offering se-
veral employment opportunities for
theresidents.

During the visit, PM will lay the fo-
undation stone of expansion of Ba-
rauni Refinery along with a seconda-
ry petrochemical unit at a cost of?
11,412 crore. This will set the founda-
tion of the first polypropylene unit of
the state creating an export opportu-
nity to Nepal through the Nepal-India
border points in Raxaul and Jogbani,
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New sanctions threaten
Russian 011 sales to India

NIDHI VERMA &
FLORENCE TAN

New Delhi/Singapore,
February 28

FRESH US SANCTIONS on
Moscow threaten to dent Russ-
ian oil salesto India, thebiggest
buyer of Russian seaborne
crude,and complicate efforts
by Indian state refiners to
secure annual supply deals,

threeindustrysourcesfamiliar
with the matter said.
Washington on Friday

imposed sanctions to mark the
second anniversary of Moscow's
invasion of Ukraine and retali-
ate for the death of Opposition
leader Alexei Navalny.

The sanctions target Rus-
sia'sleadingtanker group, Sov-
comflot, which Washington
accused of being involved in
violating the G7's price cap on

Russian oil, aswell as 14 crude
oil tankers tied to Sovecomflot.
Sources said Indian refin-

ersare concerned the latest
sanctions will create "chal-
lenges" in getting vessels for
Russianoil and could driveup
freight rates. That may nar-
row the discount for the oil,
which isbought from traders
and Russian companiesona
delivered basis.

FINANCIAL EXPRESS [hu. 29 February 2024

meaptoresn https://epaper.financialexpress.com/c/7465003!

In addition, Moscow may
have to push even more vol-
umesthrough tradersto shield
from further sanctions risk,
adding to uncertainties, the
industry sources said, declin-
ingtobe named because of the
sensitivity of the matter.

India rarelyboughtRussian
oil before 2022 due to high
freight costs,but refinersin the
world's  third-largest oil
importing nation are now big
buyers,benefitting from lower
prices, after Europe banned
Russian oil imports.

Russia emerged as India's
top oil supplier in 2023,
Through term deals and spot
market purchases, I[ndia
imported about 1.66 million
barrels perdayof Russianoil in
2023 compared to an average
652,000 bpd in2022.

—REUTERS
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PM Modi to
launch 29
petroleum
projects

Rituraj Baruan

rituraj. baruah@iivemint.com
NEW DELHI

rime Minister Narenda
P Modi is set to inaugurate

29 projects and lay the
foundations for10 morein the
petroleum sector worth 31.49
trillion ahead of elections.

He will flag offan oil tanker
from the ONGC Krishna
Godavari deep water project
on Saturday, which will carry
‘first oil' from the Krishna
Godavari Basin to Mangalore
Refinery and Petrochemicals
Ltd. First oil was produced
from the block on 7 January.
The peak production of the
field is expected to be 45,000
barrels per day of oil and
around 10 million metric stan-
dard cubic metres per day
(MMSCMD) of gas.

Officials with knowledge of
the developments said PM
Modi will also inaugurate the
Visakh Refinery Moderniza-
tion Project (VRMP) on the
same day. The project is being
executed by Hindustan Petro-
leum Corporation Ltd (HPCL)
to modernize and enhance
capacity at Visakh Refinery at
Visakhapatnam, Andhra Pra-
desh at an investment of
326,264 crore. The Mumbai
High North Redevelopment
Phase IV of ONGC with an
investment of 33,977 crore is
another project to be inaugu-
rated by the prime minister on
Saturday. The projectinvolves
the drilling of 43 wells.
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PM Modi to launch 31.64 lakh
crore projects from Begusarai

PTI M NEW DELHI

n his first visit to Bihar after

Chief Minister Nitish Kumar
joined hands with the BJP,
Prime Minister Narendra Modi
will on March 2 launch nation-
wide projects worth over Rs
1.64 lakh, nearly Rs 29,000 core
of it focussed on the state.
The projects to be launched
Begusarai are related to multi-
ple sectors including oil, gas,
fertiliser and railways.

Official sources said the 39 of

these projects, which will be
either inaugurated or kick-
started with the foundation
laying ceremony, are in the oil
and gas sector, and 10 in the
railways. Six new trains will
also be flagged off.

Modi will also inaugurate the
revived the Barauni fertiliser
plant which will not only boost
urea’s domestic production but
also generate employment
opportunities, they added.
The prime minister has over
the past few weeks launched
numerous projects, worth lakhs
of crores of rupees, in educa-
tion, health, rail and infra sec-

tors as he seeks to emphasise on
his government’s pro-develop-
ment credentials in the run up
to the Lok Sabha polls.

He has often highlighted that
the speed and scale of work the
country has been seeing is
unprecedented.

It also jives with his agenda of

making a “Viksit Bharat”
(developed India) by 2047 and

the assertion that the return of

his government to power for a
third term is essential for the
development journey to con-
tinue. The launch of projects
from Bihar, with many of them
meant for the poor state, is
expected to burnish the BJP-

JD(U) alliance’s pro-develop-
ment agenda at a time the
opposition bloc led by RJD
leader Tejashwi Yadav has
sought to appropriate the
plank.

Yadav has claimed that it was
his presence as deputy to Nitish
Kumar which was responsible
for giving employment to tens
of thousands of youngsters
before the JD(U) joined hands
with the BJP, an assertion dis-
missed contemptuously by the
chief minister.

The rail projects, an official
said, will be mostly focussed on
north Bihar, the more densely
populated and impoverished

region. However, the rail min-
istry has more trenches of pro-

jects coming up in the state and

they will be catering to its
other regions.

Qver Rs 10,000 crore of the rail
budget for this vear is meant for
the state, the official said.

In the petroleum sector, offi-
cials said, Modi will launch a
total of 39 projects costing Rs
1,49,823 crore. He will inau-
gurate 29 projects with a capex
of Rs 89,000 crore and lay the
foundation of 10 projects with
an outlay of more than Rs
60,000 crore.

Modi will dedicate to the
nation “first oil” from the KG
Basin and flag off first crude oil
tanker, Swarna Sindhu, from
the ONGC Krishna Godavari
deep-water (around 1443
Meter) project to Mangalore,
Karnataka, marking a historic
achievement, they said.

It promises to significantly
reduce Indias dependency on
energy imports. This project is
likely to increase ONGC’s total
oil and gas production by 11
percentand 15 percent respec-
tively, they said.

29.2.2024
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Pvt Philanthropy Grew 10%,
CSR Spending 7% in FY23

Indulekha.Aravind
@timesgroup.com

Bengaluru: Private philanthropy in
2022-23 grew at double the average an-
nual growth rate observed between
2018 and 2023, driven by arise in fami-
ly philanthropy and retail giving, ac-
cording toanew report.

In FY23, private philanthropy —
which includes corporate social re-
sponsibility funding by companies
and donations from the wealthy and
retail contributors — grew 10% to Rs
1.2 lakh crore, finds the latest edition
of IndiaPhilanthropy Report by Bain
& Company and Dasra. While there
has been an increase in the number
of companies complying with the
CSR mandate in this period, spen-
ding by this segment grew moderate-
ly at 7%, less than half the15% expan-
sion seen in family philanthropy and
12% inretail giving.

The moderate growth in CSR spen-
ding wasdue to the lagging impact of
Covid, said Radhika Sridharan, part-
ner, Bain & Company. “Since CSR gi-
vingis2% of thetrailinglast three ye-
ars’ profits and that includes a couple

(SR Sectoral Fund Allocation

(z'000 crore) V23 FY18
Healthcare 98 28

Education 66 59

Rural development 5.3 4.5

Environment & 34 18

sustainability

Disaster Relief 18 0.2

Gender Equity 05 03

Other 18 16

Pvt funding for
social sector in
FY23:z1.2L cr

of Covid years, it brought down the
aggregate profitability of these com-
panies, relative to what we expected.”
But what was encouraging, said Srid-
haran, was that the donor base was
broadening. “The share of BSE 200
companies used to account for close
to60% of givingearlier, which has co-
medownto50%, meaning more smal-
ler companies are giving.”

The number of companies comply-
ingwiththe2% CSRrequirementhas
also doubled, from about 30% in 2018
to about 60% in FY23. The sustained
growth in CSR giving is expected to
continue over the next five years, the
report forecasts.

However, though CSR funding conti-
nues to be vital for the social sector,
commitments by companies still
tend to be on a yearly basis, said Das-
ra cofounder Neera Nundy This
hobbles long-term planning and ex-
ecution.

Healthcare and education continu-
edtobethesectorsattractingthebulk
of theshare of CSR funds but theallo-
cation to environment and sustaina-
bility, while still a smaller sum relati-
vely, has been steadily increasing, a
trend that’s expected to sustain with
increasing focus on the segment,
Amongthe wealthy, young, first-gene-
ration donors are also entering non-
traditional areas like climate change
and working with the lens of diversi-
ty, equity and inclusion, Nundy said.

The report says India is also seeing
more professionals accumulating
wealth “and subsequently engaging
in philanthropy”.
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Sanctions threaten
Russian oil exports

resh US sanctions on Moscow threaten to
F dent Russian oil sales to India, the biggest

buyer of Russian seaborne crude, and
complicate efforts by Indian state refiners to
secure annual supply deals, three people
familiar with the matter saic.

Washington on Friday imposed sanctions
to mark the second anniversary of Moscow's
invasion of Ukraine and retaliate for the death
ofopposition leader Alexei Navalny.

The sanctions target Russia’s leading
tanker group, Sovcomflot, which Washington
accused of being involved in violating the G7's
price cap on Russian oil, as well as 14 crude oil
tankerstied to Sovcomflot. India rarely
bought Russian oil before 2022 due to high
freight costs, but refiners in the world’s third-
largest oil importing nation are now big
buyers, benefitting from lower prices, after
Europe banned Russian oil imports. REUTERS
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SC ruling on state minerals
tax could impact govt oil cos

Dues From Crude Extraction Over 74,500Cr, Assam Tells Court

Dhananjay.Mahapatra
@timesgroup.com

New Delhi: Decision of Su-
preme Court's nine-judge
Constitution bench on states’
legislative competence to
levy tax on mineral-produc-
ingland could impact central
oil companies, as Assam, one
of the three major inland
crude and natural gas pro-
ducing states, has told court
that state tax due from crude
extraction runs to more than
Rs 4,500 crore till July 31, 2022.

Prior to commencement
of hearing before a bench of
CJI D Y Chandrachud and
Justices Hrishikesh Roy, A S
Oka,BV Nagarathna,J B Par-
diwala, Manoj Misra, Ujjal
Bhuyan, Satish C Mishra and
Augustine G Masih, Assam
govt had tendered a state-
ment indicating dues both to-
wards tax and interest under
Assam Taxation (On Speci-
fied Lands) Act 1990 as
amended in 2004,

Assam had said that the
principal tax amount be-
tween Aug 2007 and March
2022 was Rs 1,454 crore and in-
terest, computed at the rate
of 2% per month, stood at Rs
3,068 crore. The total out-
standing payable to state by

While western and eastern offshore facilities account for 50% of crude

production, Rajasthan, Gujarat and Assam account for nearly the rest

oil companies was Rs 4,522
crore as onJuly 31, 2022.
While western and east-
ern offshore facilities ac-
count for nearly 50% of In-
dia’s crude production, three
states — Rajasthan, Gujarat
and Assam — account for al-
mostall of the balance.
Appearing for Odisha and
Jharkhand, latter having a
demand of Rs 10,558 crore as
tax on mineral bearing land,

senior advocate Rakesh Dwi-

vedi with advocate Sansriti
Pathak told the bench that
Entry 49 of List Ilempowered
states tolevy taxonlandsand
buildings, subject to provi-
sions of Entry 50 in List II,
which enabled Parliament to
impose limitations on taxes
onmineral rights.

Dwivedi said PM Naren-
dra Modi’s pet slogan of
“double-engine govt” must
translate to fiscally empower
states under the federal
scheme of governance man-
dated by the Constitution. So-
licitor general Tushar Mehta
said, “The Constitution pro-
vides for two Lists, one for
Parliament to legislate and
the other for Assemblies,
clear evidence of cooperative
federalism. The Centre is
tasked to ensure overall de-
velopment of the country, ir-
respective of how minerally
enriched or poor astateis.”

CJI Chandrachud said
Goods and Services Tax
(GST) has taken cooperative
federalism to a different lev-
el. “But it is the duty of court

toensure that states’ taxation
power is not whittled down
even though in our federal
scheme of governance, pow-
er balance leans slightly to-
wards the Centre,” he said.

Dwivedi said imposition
of tax on mineral-bearing
land may increase price of
minerals but that is no
ground to deny states their
right to legitimately exercise
powers conferred upon them
by the Constitution under the
federal structure.

Foraspecial area develop-
ment authority in UP, senior
advocate Vijay Hansaria ar-
gued that Mines and Miner-
als(Development and Regula-
tion) Act is a legislation only
to provide for “development
and regulation of mines and
minerals” and does not deal
with taxation. Hence, states
werefreetolevytaxonminer-
al bearingland.

Appearing for Andhra
Pradesh, senior advocate S
Niranjan Reddy said the
Union's powertoimpose limi-
tations on state’s power to tax
mineral bearing land cannot
be construed to mean that on-
ly the central govt had power
tolevy cessonmineralrights.
The arguments will continue
on Thursday.
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Social sector spending short of target

Narman S

naman‘suri@livemint,com
NEW DELHI

deficit could increase to 15

trillion by fiscal year 2028,
below the NitiAayog'srecom-
mended spending threshold of
13% of gross domestic product
(GDP).

According to a joint report,
India Philanthropy Report
2024, by philanthropy organi-
zation Dasra and global man-
agement consulting firm Bain
& Co., India’s social sector
spending in FY23 was around
323 trillion ($280 billion),
accounting for8.3% of GDP.

“Inequalities persist in India
despite strong GDP growth, a
burgeoning middle-class, and a
goal to become a $5-trillion
economy by FY25... Despite
robust growth over the last five
yearsinsocial sector spending,
Indiastill falls 4.7% short of Niti
Aayog’s annual social funding
target,” it said.

InFY23, member countries
of the Organization of Eco-
nomic Co-operation and
Development (OECD), and
Brazil, Russia, India, China, and
South Africa (Brics) nations
reported significantly higher
spending rates of 24% and 11%,

| ndia’ssocial sector spending

Spending dissection

Public sector spending grew from 6.7% of GDP in FY18 to

7.8% in FY23.

Estimated social sector funding as a % of GDP

Share of public spending under
different social services (in %)

At | inrvozt
India FY23 Other bl
3 V = 28
 Total public
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(excluding India)
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Source: India Philanthropy Report 2024

respectively (FY22 numbers).

However, India has not been
able to keep pace with its OECD
and Brics counterparts due to
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country’ssocial sector funding
deficit rises to 15 trillion, the
reportsaid.

Public sector spending

moderategrowth accounted for95%
in corporate Private sector ofthe 323 trillion,
socialresponsibil-  spendingin FY23  with the sector’s
ity (CSR) and saw 10% growth, contribution
(!gllatlol1s from at¥1.2tn, onrising growing fmm
high-net-worth contributions 6.7% of GDP in
individuals(HNIs) % FYI8 to 7.8% in
or affluents, fr(-)m family FY23. Health
despite agrowing philanthropy (26%) and educa-
donor pool, the — tion (36%) spend-
report added. ing were the pri-

While Niti Aayogestimated a
57%disparity between demand
and supply in India for FY23,
over the next five years, this
could decrease to 35% as the

mary drivers of this growth,
with respective five-year com-
pound annual growth rates
(CAGRs) of 18% and 9%.
“India’ssocial sector needs to

focus on improvement in the
quality of social spending,
especially public spending. It's
also crucial to balance alloca-
tions across sectors by direct-
ing funds towards underrepre-
sented sectorsandgeographies
while looking at solving for
improvingsocietal outcomes,”
said Amit Chandra, the founder
of ATE Chandra Foundation.
Private sector spending in
FY23 saw 10% growth, reach-
ing X1.2 trillion, fuelled by ris-
ing contributions from family
philanthropy and retail donors.
This trend is expected to per-
sist, driven by themand CSR. In
FY23, CSRreported moderate
growth of 7% complying with
the mandate, to an estimated
328,000 crore, while share of
domesticprivate spending rose
to 30% following increased
compliance and profit growth.
Healthcare and education
were key funded sectors, with
environment and sustainability
witnessing a substantial inflow
of CSR funds in recent years.
“There has been a notable
increase incorporate givers, as
evidenced by the proportion of
companies complying with the
CSR mandate (2% of profits),
which increased fromapproxi-
mately 30% in FYI8 to more
than 60%in FY22," it said.
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THE PUBLIC SECTOR GAP
INCENTRE'S CAPEX SPREE

NEW DELHI

ne of the biggest head-

lines in government eco-

nomic policy in recent

years has been its focus on

capital expenditure. Bud-
geted expenditure classified by the gov-
ernment as capex is projected to
increase to about X1 trillion in
2024-25—almost 4.5 times the level in
2014-15. It represents 3.4% of projected
GDP, up from 2% nine years ago.

Capital expenditure is seen as the
building of assets that yield social and
economic benefits over time—for exam-
ple, road, bridges and ports, Increasing
theshare of government capexin overall
spending has been an elusive goal for
much of the reform period. Successive
governments, when faced with the task
of meeting fiscal deficit targets, have
taken the axe to capital expenditure
rather than revenue expenditure (run-
ning expenditure on items like salaries
and interest payments ondebt thatdon't
yield a future benefit).

Thus, the capex push by the govern-
ment in the last few years is a welcome
break from this tradition.

“This substantial increase in recent
years is central to the government’s
efforts toenhance growth potential and
job creation, crowd-in private invest-
ments, and provide a cushion against
global headwinds,” finance minister Nir-
mala Sitharaman said, in her budget
speech last year.

But whereisthis money going and what
is it being spent on? While the rise in
expenditure labelled by the government
as capex has undeniably risen, it's also
worth putting this increase in perspective,
and looking at the structural shifts that
underpin thisincrease, especially assome
of them take away some sheen from the
headline numbers.

CENTRALIZING CAPEX
part from the government budget
documents, capital expenditure data

isalso compiled by the National Statistical

Office (NSO) to calculate gross domestic

product (GDP) estimates. Importantly, the

NSO doesn't just look at central govern-

ment budget data. Italso compiles capex

by the central public sector enterprises

(PSEs), whose spendingis not part of the

main government budget. It compiles

capex for governments at both the central
and state levels.

As chart 1 shows, a renewed focuson
government capex has been long over-
due. The entire reform period has seena
secular decline in public sectorcapex to
around 6-8% of GDP, from levels of well
abovel0-11% of GDP in the 1980s. As an
aside, what is also alarming is the steep
decline in private sector capex since the
global financial crisis of 2008. Impor-
tantly, the private sector never really
recovered from that cri-
sis and its after-effects.

Thegovernment has

The Indiangovernment's

In the last few years, the main central government capex has far outstripped PSU capex

mint
SHORT
STORY

WHAT

The government's capex is
projected to increase to
1 trillion in 2024-25—almost
45 times the level in 2014-15.
That's 3.4% of projected GDP, up
from 2% nine years ago.

BUT

Till2020-21, PSU capex kept pace
with the capex of the main
central government in absolute
terms. In the |ast few years,
central government capex has
far outstripped PSE capex.

=

The real question is whether the
government can sustain this
pace of increase. A sustained
rise, especially in the private

sector, will depend on demand
picking up across the economy.

terms. In the last few years, however,
main central government capex has far
outstripped PSE capex evenas the latter
has, in absolute terms, declined. Thus,
evenasoverall capex has risen inrecent
years, it has become more centralized.

REPURPOSING CAPEX

stark example of this is National

Highways Authority of India
(NHAI), which builds, or funds the
building of, highway projectsacrossthe
country. In 2021-22, it budgeted a spend
of 3122 trillion on such projects, of
which, over half was to be funded by
itself (largely through borrowing). Since
2022-23, however, all of NHAI's funding
was done directly through the govern-
mentbudget. It was not allowed to bor-
row any funds directly from the market,
the aim being to keep the body's bor-
rowingona tight leash. For 2024-25, as
muchas 15% of the main central govern-
ment capex, or IL68 trillion, isallocated
toward funding NHAIL.

Central government investment in
roads and highways has also undergone
another parallel shift in recent years, with
a substantial amount of investment in
roadsand highways now being done out-
side the ambit of NHAI altogether. For
2024-25, the budgeted amount forspend-
ing on roads and highways, above and
beyond what NHAI gets, is targeted at
%1.03 trillion (up from a third of that
amount a few years earlier).

The NHAl is, and was, a government
body. Any borrowing it
does iseffectively done
with the full backing of

had to step in. The gov- big bet s that its capex the creditworthiness of

ernment budget meas-

the government of

uresjust that—whatthe ~ Pushwilbethe catalystfor  india. So, in purely eco-

government raises the private sector to nomic terms, there is
through taxes and little effect. But the
other sources of reve- stepinand invest routing of all NHAI

nue,and what it spends
directly. Government
budgets do not cover
public sector enterprises or bodies that
are ‘owned’ by the central government,
since they exist as separate legal and
corporate entities, though the budget
documents do contain information on
the capital spending by such organiza-
tions. Any reasonable overview of public
sector capex, even ifitisonly at the cen-
tral government level, should cover both
the main government, and public sector
enterprises or bodies that are majority
owned by the central government, and
the amount that such entities, distinct
from government, spend from their own
resources or borrowings.

Seen from this perspective, there is
still a substantial bump in recent years
(chart 2), Add in PSE capital spends to
the mix (from their own resource:
compiled by budget documents
overall central government capex rises
to over X14.5 trillion.

But seen inthe context ofoverall GDP,
the sharp bump in absolute terms looks
lessimpressive—even in the context of the
last decade or so. Combined central gov-
ernment capex (main government plus
PSEs)isbudgeted ataround 4.4% of GDP
for 2024-25—that’s still lower than the
level 10 yearsago.

But ehart 2 also highlights a structural
shift. Till asrecently as 2020-21, PSE
capex kept pace with the capex
ofthe main central gov-
ernment in abso-
lute

onitsown

funding through the
government budget has
effectively resulted in
spending on infrastructure assets that
would have happened anyway being
brought ‘on-budget’.

It’sa similar story for the railwaysas
well. As of 2019-20, the central govern-
ment budget contributed less than half
ays capex for the year (X146 tril-
lion). This ratio started to creep up. Asof
2024-25, almost all the capex for the
railways (32.52 trillion) will come
directly from the central government
budget, with just 310,000 crore ear-
marked to be raised by the railways
directly from the bond market or its
internal resources.

In thi ,at least asignificant part
of the increase in capex is a shifting of
funds—bringing them ‘on-budget'—
rather than extra spending. Bringing
spending on-budget is not inherently a
‘good’ or ‘bad’ thing, but it does imply
that the dramatic increase in central
government capex in recent
yearsisless than what meets
theeye.

And while PSE
capex from inter-
nal resources

THIN OUT

Post-reforms, capital formation by the public sector has tapered
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and borrowing has increased in absolute
terms, even if we exclude NHAI alto-
gether, it now stands at around 0.5% of
GDP. But thisisdown from almost 2% in
2016-17.

“Even as central capex has picked up
impressively in recent years, a broader
measure of public capex remains flat
because this increase has been offset by
slowing PSU capex...,” pointed out Sajid
Z. Chinoy, then chief economist at JP
Morgan, in anarticle in The Economic and
Political Weefly, in April 2023,

STATE PUSH
he good news with capex of state
governments is that it too, collec-

tively, has shown an upward trend—from

3.2% of GDPin 2011-12 to around 4.4% of

GDP in 2022-23 (budgeted). There are

two drivers behind this capex push in

recent yearsat thestate
level. The first is that tax
revenues in the last few

jectsunder the PM Gati Shakt

The capex of state

The government haschosen to keep a
tight rein on expenditures by the states
under the special assistance scheme for
capex. A finance ministry circular for the
release of funds in 2022-23 under the
scheme makes it clear that states have to
get the prior approval of the centre
before funding any project under the
largest sub-component of the scheme
(80% of thetotal for that year), with pro-
ational
Master Plan receiving priority, ‘where
appropriate’.

PRIVATE HOPE

hereal question is whether the gov-

ernment can sustain this pace of
increase into the future. A big bet that
the government has made is that its
capex push will be the catalyst for the
privatesector tostep inand invest onits
own as well. “Expecta-
tions for a fresh round
of capex by the corpo-

years have been buoy- governments, collectively, rate sector to take the

ant overall. Further,

baton from the govern-

states have received has shown an upward ment and fuel the next
compensation fromthe trend—from 3.2% of GDP leg of growth are

centre forlosses in reve- mounting. Balance
nue whenshifting to the inFY12 to around sheets are healthy on

goods and services tax
(GST) regime.

“Strong growth in
tax and non-tax revenues and the
advancement of payment by the Centre
for tax devolution and GST compensa-
tion provided the necessary fiscal
space to accelerate capital outlay,”
stated a Reserve Bank of India (RBI)
report on state finances last year.

The other big reason is a ‘special
assistance’ scheme under which
50-year interest-free loans are extended
by the Centre to states for capital invest-
ment. Budgeted at I3 trillion for
2024-25 (theamount was around 31.03
trillion for 2023-24), this has now bal-
looned to a substantial push toward
capex at the state level, provided states
meet eligibility criteria for the money to
be distributed by the centre, Crisil fore-
casts that 2023-24 will also see the capi-
tal outlay of states (capex excluding
loans and advances made by them) rise
by 18-20%. “The increase in spending
will be supported by healthy goods and
services tax collection, stable and
upfront devolution from the central
government, and allocation of ...inter-
est-free loans to all the states for
capital expenditure (capex),”
said Crisil.
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the back of high profits,
with leverage remain-
ing constantor improv-
ing and the return ratio at a multi-year
high,” RBI pointed out, in its latest
assessment of the state of the economy.
“Overall, the corporate sector must get
its act together ready to relieve the gov-
ernment of capex heavy liftingand take
advantage of the space ceded in finan-
cial markets by a lower budgeted bor-
rowing programme and the easing of
borrowing costs that has already begun
in response to the Interim Budget for
2024-25, driven as it is by capex and
consolidation.”

What are the uncertainties? Personal
consumption growth is expected to
grow at 4.4% in 2023-24, the slowest
pace since 2002-03, and a sign that the
big post-covid ‘bump’ to the economy is
receding. And while marketsare in a bull
phase, arecent Long Storyin Mint points
out that the bull case—the supposed
‘premiumization’ of the economy,
where consumers are supposedly buy-
ing more expensive and premium prod-
ucts than in the past—has much less toit
than meets the eye, given that a substan-
tial mass of consumers, inboth rural and
urban areas are still struggling. Rural
consumer sentiment remains weak.
Given that a sustained rise in capital
investment, especially in the private sec-
toris dependent on demand picking up
across the broad economy, the next few

years will be crucial.
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