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The first half of 1980s saw a
large increase in the Central
Government deficit, primarily on
account of high expenditure
levels, especially on agricultural
subsidies, defence and interest
On the
higher

dominated over acceleration in

payments. external

account, imports
exports. A steady detetioration in
the services account resulted in
widening of the current account
deficit (CAD) and with the aid
inflows increasing
commensurately, the increasing

not

reliance on commercial sources
for financing resulted in debt-
service ratio rising nearly 30.0
percent in the late 1980s ...

G ST Sre Sarel
T4 20R

..By 1990, there
realisation in the official circles
that the widening of fiscal deficit
and related rise in money growth

was a

were contributing to a rise in
inflation and exerting pressure on
the balance of payments (BOP).
The Reserve Bank had evidently
been expressing its concern to

the government about the

adverse implications of the

deteriorating BOP position and
the impact of rising fiscal deficit
since the late 1989 but timely
preventive measures were stalled
by the political
situation.
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