Union Budget 2004-05 – 

Comments from Harsh C Mariwala, Chairman & Managing Director, Marico

The 2004-05 Union Budget is a macro-economist’s budget with a focus on grass root level implementation. It reflects moderation and stability and aims at balanced & equitable development with emphasis on education, agriculture and health.

There are no major structural changes in several parts of the tax regime. This points to this being a “Bridge Budget”, with a hint towards a “Full Budget” in February 2005. However, there is a clear long-term perspective, with a medium / long term fiscal responsibility framework.

On Fiscal Discipline, the intentions of containing deficits are good, subsidies seem to be financed “from within”, but one wonders how multiple initiatives on many fronts will materialize on the ground. On balance, this is a well-directed budget addressing the key agenda in the National Common Minimum Programme, while dealing deftly with controversial topics, except perhaps the regional allocations. 

The FMCG sector could gain from the trickle down effect of the major increase in social investments, but there could have been a greater leveraging of the relatively high growth in GDP, especially in agriculture, for demand push.

Oil-seeds sector productivity improvement measures are good. So is the increase in Customs Duty on Refined Palm Oil Duty, which will provide a better parity for local oils.

Marico will benefit from integration of the service tax and excise structures as also from the clear signal on VAT implementation. The other provisions will have a marginally negative impact on Marico’s financials, largely because of the Education cess of 2%, the Service Tax rate hike and addition of services such as TV & Radio programmes. These will be partially offset by reduction in excise duty on Computers, Hexane etc.

In the Capital Markets area, FDI liberalization in key sectors and opening of the bond market to FIIs are positive measures. The re-structuring of taxation of securities-related transactions could, on balance, promote investments as opposed to mere trading. Taxation of Mutual Fund dividends in corporate hands could upset some calculations for companies deploying heavily in the financial markets. The fresh approach towards taxation for incomes below Rs. 1 lac in innovative. 

