CURB WASTAGE TO CONTRIBUTE 

8.9% TO NATIONAL INCOME: ‘CUTS’

The new government has spoken about achieving 7-8% growth over the next few years and reforms with a human face. However, what has not been mentioned is how the national income can be increased and accelerated by efficiency, conservation and savings. If the government adopts a policy of ‘conservation and productivity for growth’ and takes measures to curb wastages in the economy, about Rs.200,000 crores can be saved by the economy contributing to a rise in national income by 8.9%. 

A few issues are flagged below:

	Key Issues
	Impact on Economy

	Competition Law
	· Effective implementation of competition measures including competition rules will raise GDP substantially

	Non-merit subsidies
	· Subsidies on non-merit goods and services amounted to Rs 20,600 crores (2001-02)

· Poor delivery, with the undeserving getting a share, need to be tackled headlong to effect significant savings

	Performance-based system
	· Productivity level in government departments is quite low courtsey Article 311, which provides job security to government servants

· It is imperative to set performance benchmarks and introduce a Performance-based management system in government that rewards the good and punishes the bad

	Accountability
	· The government loses at least Rs 41,000 crores due to delays in more than 300 projects, which are all above Rs 20 crores. Imagine the total cost of delays if all central and state government projects are examined

· For instance, the Ganga Action Plan was started in February 1985 and scheduled to be completed by March 1990. Later, it was declared that the work would be completed by 2001. However, it has now been further extended to December 2008. This clearly indicates the extremely slow pace of development work being done for the past 18 years.

· The Central and State governments must ensure transparency and proper project management system to ensure timely implementation of works, which would deliver the crucial multiplier effect on the economy

	Corruption
	· As per estimates of Transparency International (India), Rs 26,728 crores is wasted every year due to corruption, and it is the poor who suffer the most.

· It is imperative that both Central and State governments restructure systems to eliminate any discretionary power by outsourcing several government functions, and providing incentives to the anti-corruption squad.

	Adulteration and Counterfeting
	· The industry loses Rs.4000 crores annually and the exchequer loses over Rs.2000 crores

· The loss to consumer far exceeds the sum total

	Road Safety
	· Economic cost to India from road traffic crashes is estimated at 3% of GDP

· No serious effort to reduce the same

· Attention needs to be paid to improving road design and visibility of road signs, strictly enforcing laws on drunken driving

	Leakages
	· Transmission and Distribution losses in power sector is estimated at 1.5% of GDP


If measures are taken to curb the above mentioned wastages, the amount saved by the economy would be roughly around Rs.2,00,000 crores and lift the national income by 8.9 percent in one shot. Even if the economy continues to grow at an average of 6-7 percent, one can imagine the additional income that would be generated because of a wider base as well as increase in efficiency that would follow from the above measures leading to a higher and sustainable growth rate.
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