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New Delhi:The Narendra Modi go-
vernment's decision to unveil the
budget early seems to have paid off
with spending having picked pace
in the first month of the financial
year itself. The government spent
11.3% of the budgeted expenditure
in April, with capital expenditure
topping the overall spending.

Fiscal deficit in fiscal 2017 was
3.5% of GDP, in line with the budget
projection, reflecting the govern-
ment's commitment to the process
of fiscal consolidation. In fiscal
2016, the deficit was 3.9% of GDP.

"Higher than estimated capital
spending has provided a boost to the
quality of expenditure relative to
the revised estimates. The healthy
uptick in service tax collections re-
lative to the revised estimates sug-
gests improved compliance, which
is a favourable trend," said Aditi Na-
yar, principal economist at ICRA.

The government in April spent

9.3% of the planned capex of `̀3.09
lakh crore, in what could give a big
boost to overall growth. 

Capex spending in April a year
earlier was 8.5% of the budget esti-
mate. Revenue expenditure was
11.6% of the budget estimate in
April FY18. The government had
advanced the budget to February 1
— the practice was to present it on
the last day of February — to eli-
minate the several-month-long ex-
penditure lag to give the economy
a boost. 
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New Delhi: Prime Minister Na-
rendra Modi will on June 6 take
stock of the readiness of the co-
untry for the roll out of goods and
services tax on July 1.

“It will be a review of the state of
preparedness,” a government offi-
cial privy to the matter said.

The Centre is in no mood to post-
pone the scheduled implementa-
tion and is making all efforts to en-
sure that the switchover to GST re-
mains as smooth as possible for
both industry as well as consu-
mers. The GST Council has favou-
red implementation of the new tax

system from July 1, but a section of
industry and some states such as
the West Bengal have demanded
that it be postponed to September.

Some industrial segments are
unhappy with the rates and have
approached the government see-
king changes. 

Goods and Services Tax (GST) se-
eks to replace multiple central tax-
es such as excise duty, countervai-
ling duty, cesses and state taxes in-
cluding value-added tax, octroi,
purchase tax and luxury tax with a
single levy. 

The GST Council has decided
upon a four-slab structure for both
goods and services, with the rates
being 5%, 12%, 18% and 28%. Lux-
ury and sin goods such as tobacco

face an extra cess.
West Bengal finance minister

Amit Mitra, who did not attend the
last council meeting in Srinagar,

on Tuesday raised issues with rate
structure.

Meanwhile, most of the ground-
work regarding the crucial tax re-

form seems on track with the cru-
cial GST already getting approval
of Parliament and a number of
state assemblies. 

The GST Council has cleared ra-
tes for most goods and services, as
also the rules. 

It will on June 3 take up rates of
six items, including gold and pack-
aged food items, leather footwear,
as well as the rules dealing with
transition and returns. 

Separately, a detailed review wo-
uld be held by the finance ministry
on the readiness of the IT systems
of the Centre and states to migrate
to the new tax system. Some states
have chosen to build their own
framework and then link it with
the GST Network. 
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New Delhi: A sharp fall in the
output of coal, natural gas and
crude oil pulled down growth
in the group of eight core sec-
tors to a three-month low in
April. The core sector expan-
ded 2.5% in the first month of
the new fiscal year, compared
with 5.3% in March and 8.7% a
year earlier.

The eight infrastructure sec-
tors of coal, crude oil, natural
gas, refinery products, fertili-
sers, steel, cement and electri-
city constitute 40.27% of the
total industrial production.

The base year to calculate the
growth in the core industries
has been revised to 2011-12 from
2004-05, starting April this ye-
ar, in line with the new base ye-
ar for the Index of Industrial
Production. As per data relea-
sed by the commerce and in-
dustry ministry on Wednesday,

coal output slipped 3.8% and
cement production fell 3.7%.
Crude oil output dropped 0.6%. 

“The base effect has also been
in play with some numbers be-
ing low on account of higher
numbers last year. Negative
growth in cement is a worry as
it does reflect limited move-
ment in the infra space,” said
CARE Ratings chief econo-
mist Madan Sabnavis.

In April 2016, the core sector
growth was the highest since
December 2014. Fertiliser out-
put rose 6.2% as prediction of a
good monsoon will lead to hig-
her demand. Steel output grew
9.3% on back of better demand
and curbs on dumping.

Core sector growth is likely to
stay lacklustre unless there is
support from the govern-
ment’s infrastructure and ho-
using push, said Devendra Ku-
mar Pant, chief economist at
India Ratings & Research, a
Fitch Group company.

Core Sector Growth
Slows to 2.5% in Apr

Sangita Mehta & Dheeraj Tiwari

Mumbai|New Delhi: The govern-
ment has taken away the task of se-
lecting candidates to run state-run
financial institutions from the
Banks Board Bureau, narrowing
the mandate of the independent
body set up a year ago to primarily
help reform struggling banks.

A committee headed by financial
services secretary Anjuly Chib
Duggal will now select CEOs for fo-
ur financial institutions where the
posts are lying vacant, a senior go-
vernment official said. This has ra-
ised concerns over conflict of in-
terest, because the list of candida-
tes the panel has to screen includes
officials from the finance ministry,
where Duggal also works.

The government has received clo-
se to 90 application for the top posts
at IIFCL, IFCI, Sidbi and Exim
Bank. Besides the financial servi-
ces secretary, additional secretary
GC Murmu is also a member of the
panel. The bureau, headed by for-
mer Comptroller and Auditor Gene-
ral Vinod Rai, was established in
April 2016 with an aim to free the go-
vernment of the administrative
task of appointing top executives
and overseeing their governance
standards at state-run banks and fi-
nancial institutions. It will conti-
nue to have the mandate to select top
executives to run state-run banks.

Rai could not be reached for com-
ment as he was travelling overseas.

Other members of the panel in-
clude Allahabad Bank’s former
chairman Subhalaxmi Panse, con-
sultancy firm IndiaAsia’s promo-
ter Pradeep Shah, central bank de-
puty governor NS Vishwanathan

and IIM-Indore professor RT
Krishnan.

The bureau itself has seen some
developments in recent weeks. HN
Sinor, a member, resigned in early
May on grounds that he was disap-
pointed with its functioning. But,
after being pursued by Rai, he
withdrew the resignation.

Also, the government has made
changes in the top management of
state-run banks by going against
the bureau’s recommendations.

The CEOs of two large banks —
Usha Ananthasubramanian of
Punjab National Bank and Melwyn
Rego of Bank of India — were mo-
ved to smaller banks, Allahabad
Bank and Syndicate Bank, without
seeking the bureau’s consent. Su-
nil Mehta and DB Mohapatra, who
were selected by the bureau for Al-
lahabad Bank and Syndicate Bank
were asked to take charge of PNB
and Bank of India, respectively.
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KEEPING AN EYE Prime minister will take stock of GST preparedness on June 6 ahead of its rollout on July 1to
ensure smooth transition; a section of the industry seeks changes saying higher rates will be detrimental

Moody’s Pegs
India’s Growth
at 7.7% in FY18
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New Delhi: International ra-
tings firm Moody's raised its esti-
mate on India's economic growth
to 7.5% in fiscal 2017 and 7.7% in
fiscal 2018, from 6.9% and 7.5%,
respectively. 

“We expect marginally faster
growth in India,” Moody’s said in
its Global Macro Outlook. It ex-
pects gross to gradually accelerate
to around 8% over the next three to
four years. The negative impact of
last year’s demonetisation on the
economy has been limited in size
and duration, Moody’s said.

“The ruling BJP’s victory in the
UP state elections indicates that
the government has remained po-
litically popular despite the de-
monetisation exercise,” it said,
adding that reforms such as the
GST and Bankruptcy Code will
help reduce inefficiencies and bo-
ost growth over the long run. 
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