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Key Features of Budget 2016-2017

INTRODUCTION

m  Growth of Economy accelerated to 7.6% in 2015-16.

m  India hailed as a ‘bright spot” amidst a slowing global economy by IMF.
Robust growth achieved despite very unfavourable global conditions and
twoconsecutive years shortfall in monsoon by 13 %

m  Foreign exchange reserves touched highest ever level of about 350 billion
US dollars.

m  Despite increased devolution to States by 55% as a result of the 14th

Finance Commission award, plan expenditure increased at RE stage in
2015-16- in contrast to earlier years.

CHALLENGES IN 2016-17

m  Risks of further global slowdown and turbulence.

m Additional fiscal burden due to 7th Central Pay Commission
recommendations and OROP.

ROADMAP&PRIORITIES

m  ‘Transform India’ to have a significant impact on economy and lives of
people.

m  Government to focus on- ensuring macro-economic stability and prudent
tiscal management. boosting on domestic demand continuing with the
pace of economic reforms and policy initiatives to change the lives of our
people for the better.

m  Focus on enhancing expenditure in priority areas of - farm and rural sector,

social sector, infrastructure sector employment generation and
recapitalisation of the banks.

FOCUS ON VULNERABLE SECTIONS THROUGH:

Pradhan Mantri Fasal Bima Yojana

New health insurance scheme to protect against hospitalisation
expenditure

facility of cooking gas connection for BPL families.

Continue with the ongoing reform programme and ensure passage of the
Goods and Service Tax bill and Insolvency and Bankruptcy law Undertake

www.spmrf.org
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important reforms by:

1) giving a statutory backing to AADHAR

platform to ensure benefits reach the deserving. 2) Freeing the transport
sector fromconstraints and restrictions. 3) incentivising gas discovery
and exploration by providing calibrated marketing freedom. 4). Eactment
of a comprehensive law to deal with resolution of financial firms provide
legal framework for dispute resolution and re-negotiationsin PPP 5).
Projects and public utility contracts. 6). Undertake important banking
sector reforms and public listing of general insurance companies
undertake significant changes in FDI policy.

AGRICULTURE AND FARMERS” WELFARE
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m  Allocation for Agriculture and Farmers’ welfare is ‘35,984 crore.

m  ‘Pradhan Mantri Krishi Sinchai Yojana’ to be implemented in mission
mode.

m  28.5lakh hectares will be brought under irrigation.

m  Implementation of 89 irrigation projects under AIBP, which are
languishingfor a long time, will be fast tracked.

m A dedicated Long Term Irrigation Fund will be created in NABARD with
an initial corpus of about * 20,000 crore.

m  Programme for sustainable management of ground water resources with
an estimated cost of 6,000 crore will be implemented through multilateral
funding.

m 5 lakh farm ponds and dug wells in rain fed areas and 10 lakh compost
pits for production of organic manure will be taken up under MGNREGA.

m  Soil Health Card scheme will cover all 14 crore farm holdings by March
2017.

m 2,000 model retail outlets of Fertilizer companies will be provided with
soil and seed testing facilities during the next three years.

m  Promote organic farming through ‘Parmparagat Krishi Vikas Yojana” and
‘Organic Value Chain Development in North East Region’.

m  Unified Agricultural Marketing ePlatform to provide a common emarket

platform for wholesale markets.
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m  Allocation under Pradhan Mantri Gram Sadak Yojana
increased to * 19,000 crore. Will connect remaining 65,000

eligible habitations by 2019.

m  To reduce the burden of loan repayment on farmers, a
provision of * 15,000 crore has been made in the BE 2016-

17 towards interest subvention.

m  Allocation under Prime Minister Fasal Bima Yojana’5,500

crore.

m 850 crore for four dairying projects - ‘Pashudhan
Sanjivani’, ‘Nakul Swasthya Patra’, ‘E-Pashudhan Haat’

and National Genomic Centre for indigenous breeds.

RURAL SECTOR

m Allocation for rural sector-"87,765 crore.

m 2.87 lakh crore will be given as Grant in Aid to Gram
Panchayats and Municipalities as per the

recommendations of the 14th Finance Commission.

m  Every block under drought and rural distress will be taken up
asanintensive Block under theDeen Dayal AntyodayaMission

A sum of'38,500 crore allocated for MGNREGS.
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m 300 Rurban Clusters will be developed under -EI_Q-_HQ' 'q' "Q:n—g' 'ﬂ"q'

the Shyama Prasad Mukherjee Rurban L

Mission. I[%T'"q gTJﬂ Prpy)|
m  100% village electrification by 1st May, 2018. | s a t 2et.wan & “Bag
m District Level Committees under :ﬂ“ﬁﬁﬁskﬂ N EEL LT
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m Priority allocation from Centrally Sponsored | fnwmiz
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SOCIAL SECTOR INCLUDING HEALTH CARE
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m  Allocation for social sector including education and health care - “1,51,581

crore.

m 2,000 crore allocated for initial cost of providing LPG connections to BPL
families.

m  New health protection scheme will provide health cover up to * One lakh
per family.

m  For senior citizens an additional top-up package up to” 30,000 will be
provided.

m 3,000 Stores under Prime Minister’s Jan Aushadhi Yojana will be opened
during 2016-17.

m  National Dialysis Services Programme’ to be started under National
Health Mission through PPP mode.

m  “Stand Up India Scheme” to facilitate at least two projects per bank branch.

m  This will benefit at least 2.5 lakh entrepreneurs.

m  National Scheduled Caste and Scheduled Tribe Hub to be set up in
partnership with industry associations.

m  Allocation of “ 100 crore each for celebrating the Birth Centenary of Pandit
Deen Dayal Upadhyay and the 350th Birth Anniversary of Guru Gobind
Singh.

EDUCATION, SKILLS AND JOB CREATION
m  62newNavodaya Vidyalayaswill be opened.

m  SarvaShiksha Abhiyanto .
increasing focus on | AN 62 U STdIGH fdeery

quality of education | == ... .
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institutions to emerge as | == frm wert A wh = T 2 GRPT

. w0 & W B 5EE aEd Fo S |
world-class Teaching | i deim w153 m}“mﬁmﬁ
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and Research | stchaimeed A s |
. . j o S I
Institutions. Sorsluhiadtiaty i UL LT CUE
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m Higher Education | mefatmesming  cidukalwienis

. . el w T
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m  Digital Depository for
School Leaving Certificates, College Degrees, Academic Awards and Mark
sheets to be set-up.
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Allocation for skill development-"1804. crore.

1500 Multi Skill Training Institutes to be set-up.

National Board for Skill Development Certification to be setup in
partnership with the industry and academia.

Entrepreneurship Education and Training through Massive Open Online

Courses
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JOB CREATION

m  Gol will pay contribution of 8.33% for of all new employees enrolling in
EPFO for the first three years of their employment. Budget provision of
1000 crore for this scheme.

m  Deduction under Section 80JJAA of the Income Tax Act will be available
to all assesses who are subject to statutory audit under the Act.

m 100 Model Career Centres to operational by the end of 2016-17 under
National Career Service.

m  Model Shops and Establishments Bill to be circulated to States.

INFRASTRUCTURE AND INVESTMENT
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m  Total investment in the road sector, including PMGSY allocation, would
be’97,000 crore during 2016-17.

m  India’s highest ever kilometres of new highways were awarded in 2015.
To approve nearly 10,000 kmsof National Highways in 2016-17.
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m  Allocation of * 55,000 crore in the Budget for Roads. Additional * 15,000
crore to be raised by NHAI through bonds.

m  Total outlay for infrastructure-'2,21,246crore.

m Amendments to be made in Motor Vehicles Act to open up the road
transport sector in the passenger segment.

m  Action plan for revival of unserved and underserved airports to be drawn
up in partnership with State Governments.

m  To provide calibrated marketing freedom in order to incentivise gas
production from deep-water, ultra deep-water and high pressure-high
temperature areas.

m  Comprehensive plan, spanning next 15 to 20 years, to augment the
investment in nuclear power generation to be drawn up. Steps to re-vitalise
PPPs:

m  Public Utility (Resolution of Disputes) Bill will be introduced during 2016-17.

m  Guidelines for renegotiation of PPP Concession Agreements will be
issued.?
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m  New credit rating system for infrastructure projects to be introduced
Reforms in FDI policy in the areas of Insurance and Pension, Asset
Reconstruction Companies, Stock Exchanges.

m  100% FDI to be allowed through FIPB route in marketing of food products
produced and manufactured in India.

m  Anew policy for management of Government investment in Public Sector
Enterprises, including disinvestment and strategic sale, approved.

RELIEF TO SMALL TAX PAYERS

m  Raise the ceiling of tax rebate under section 87A from ‘2000 to ‘5000 to
lessen tax burden on individuals with incomeupto’5 laks.

m  Increase the limit of deduction of rent paid under section 80GG from 24000
per annum to ‘60000, to provide relief to those who live in rented houses.

Bic HIEAI Pl alget Vad

HmE W AW W R, w g
TR T H e
e ®1 TEA
g waE R
TR F
o @ frad e
Gr-kuck
Tt 31T A
W AR "
6600 FTD W

6600

R o am fae
_ T & 3urr
Sk

T el fF
Tt i U TS A A T
F YW 870 % A%A &4 4 5000 T T
& T | W A T O T R R
Ere Bl

s vt 5 = sl W TR A
Freiee o1 3000 TR R T A A R
o WM § wE T, (9% S oA e
H s w9 o 9 fgem F oA
FAETA S99 AL S 1 SE] 805
TR 60,000 TIE HEAE FT Fel B e
T I | 3 T T T W 24,000 T
T A

form o A R O
2.8 TE T T A 7
HE T 2015-16 F W FOEA B R H
e o A 7 A ] e T Al
Wt FT A i T 9
T T ¥ PR e ol | T
HACH A B A et |

Tel 913 DY A Be DI AT

T W R W R R Ea
T A T T g S Fe o
FREITA o aEa e

fore w1 A ST H S A 49T
F e ST 2 & A
UE AT W F W W e A
A T4 A o # #

R SR B T
T IBRE
R

T
o
2.50,000 T 7 big]
250,001 500,000 | 10
5.00,000 %1 10,00.000 | 20

e s ) o & v B o
3,00,090 30U GF =
3,00.000 @ 5,00000 |10
5,00,000 H 10,00,000 |29
10,800,000 T UFEG £

458 o 3 afir 3wy B A & g

500,000 01 I L

5,00.000 9 10,00.000 |20

10,00,000 7 § 50
£l

10,00,500 § WFIH 0

10,00,000 3 M 3

T i e e = e
= 2= ¥ we F 99 T FAE w9 H
T T TR T F 1 2 e
T T T B9 = TTE B0 | TR (e,

& e T wm el # S A o e
=1 3600 T T ETF FFT | T A9 T SAT
T W T Tl T 600 T FT
T T

www.spmrf.org



Toie gAY : R09§-99 A &N H T ‘@’ S9ie 26

BOOST EMPLOYMENT AND GROWTH

m  Increase the turnover limit under Presumptive taxation scheme under
section 44AD of the Income Tax Act to “ 2 crores to bring big relief to a
large number of assesseesin the MSME category.

m  Extend the presumptive taxation scheme with profit deemed to be 50%,
to professionals with gross receipts up to ‘50 lakh.

m  Phasing outdeductionunderIncomeTax:

m  Accelerated depreciation wherever provided in IT Act will be limited to
maximum 40% from 1.4.2017.

m  Benefit of deductions for Research would be limited to 150% from 1.4.2017
and 100% from 1.4.2020.

m  Benefit of section 10A A to new SEZ units will be available to those units
which commence activity before 31.3.2020.

m  The weighted deduction under section 35CCD for skill development will
continue up to 1.4.2020

m Corporate Taxrate proposals: New manufacturing companies
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incorporated on or after 1.3.2016 to be given an option to be taxed at 25%
+ surcharge and cess provided they do not claim profit linked or
investment linked deductions and do not avail of investment allowance
and accelerated depreciation.

Lower the corporate tax rate for the next financial year for relatively small
enterprises i.e companies with turnover not exceeding “ 5 crore (in the
tinancial year ending March 2015), to 29% plus surcharge and cess.
100% deduction of profits for 3 out of 5 years for startups setup during
April, 2016 to March,2019. MAT will apply in such cases.

10% rate of tax on income from worldwide exploitation of patents
developed and registered in Indiaby a resident.

Complete pass through of income-tax to securitization trusts including
trusts of ARCs.

Securitisation trusts required to deduct tax at source.

Period for getting benefit of long term capital gain regime in case of
unlisted companies is proposed to be reduced from three to two years.
Non-banking financial companies shall be eligible for deduction to the
extent of 5% of its income in respect of provision for bad and doubtful
debts.

Determination of residency of foreign company on the basis of Place of
Effective Management (POEM) is proposed to be deferred by one year.
Commitment to implement General Anti Avoidance Rules (GAAR) from
1.4.2017.

Exemption of service tax on services provided under Deen Dayal
Upadhyay Grameen Kaushalya Yojana and services provided by Assessing
Bodies empanelled by Ministry of Skill Development & Entrepreneurship.
Exemption of Service tax on general insurance services provided under
‘Niramaya’ Health Insurance Scheme launched by National Trust for the
Welfare of Persons with Autism, Cerebral Palsy, Mental Retardation and
Multiple Disability.

Basic custom and excise duty on refrigerated containers reduced to 5%
and 6%.

www.spmrf.org
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MAKE IN INDIA

Changes in customs and excise duty rates on certain inputs to reduce costs
and improve competitiveness of domestic industry in sectors like
Information technology hardware, capital goods, defence production,
textiles, mineral fuels & mineral oils, chemicals & petrochemicals, paper,
paperboard & newsprint, Maintenance repair and overhauling [MRO] of
aircrafts and ship repair.

MOVING TOWARDS A PENSIONED SOCIETY

Withdrawal up to 40% of the corpus at the time of retirement to be tax
exempt in the case of National Pension Scheme (NPS). Annuity fund which
goes to legal heir will not be taxable.

In case of superannuation funds and recognized provident funds,
including EPF, the same norm of 40% of corpus to be tax free will apply in
respect of corpus created out of contributions made on or from 1.4.2016.
Limit for contribution of employer in recognized Provident and

www.spmrf.org
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Superannuation Fund of * 1.5 lakh per annum for taking tax benefit.
Exemption from service tax for Annuity services provided by NPS and
Services provided by EPFO to employees.

Reduce service tax on Single premium Annuity (Insurance) Policies from
3.5% to 1.4% of the premium paid in certain cases.

PROMOTING AFFORDABLE HOUSING

I|||Jl.i.'|

-

100% deduction for profits to an undertaking in housing project for flats
upto30 sq. metres in four metro cities and 60 sq. metres in other cities,
approved during June 2016 to March 2019 and completed in three years.
MAT to apply.

Deduction for additional interest of ‘50,000 per annum for loans up to ‘35
lakh sanctioned in 2016-17 for first time home buyers, where house cost
does not exceed ‘50 lakh.

Distribution made out of income of SPV to the REITs and INVITs having
specified shareholding will not be subjected to Dividend Distribution Tax,

www.spmrf.org
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in respect of dividend distributed after the specified date.

m  Exemption from service tax on construction of affordable houses up to 60
square metres under any scheme of the Central or State Government
including PPP Schemes.

m  Extend excise duty exemption, presently available to Concrete Mix
manufactured at site for use in construction work to Ready Mix Concrete.

RESOURCE MOBILIZATION FOR AGRICULTURE,
RURAL ECONOMY AND CLEAN ENVIRONMENT

m  Additional tax at the rate of 10% of gross amount of dividend will be
payable by the recipients receiving dividend in excess of * 10 lakh per
annum. k

m  Surcharge to be raised from 12% to 15% on persons, other than companies,
tirms and cooperative societies having income above * 1 crore.

m  Taxtobe deducted at source at the rate of 1 % on purchase of luxury cars
exceeding value of'ten lakh and purchase of goods and services in cash
exceeding’two lakh. Securities Transaction tax in case of ‘Options’ is
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proposed to be increased from .017 % to .05%.

Equalization levy of 6% of gross amount for payment made to
nonresidents exceeding’l lakh a year in case of B2B transactions. Krishi
Kalyan Cess, @ 0.5% on all taxable services, w.e.f. 1 June 2016. Proceeds
would be exclusively used for financing initiatives for improvement of
agriculture and welfare of farmers. Input tax credit of this cess will be
available for payment of this cess.

Infrastructure cess, of 1% on small petrol, LPG, CNG cars, 2.5% on diesel
cars of certain capacity and 4% on other higher engine capacity vehicles
and SUVs. No credit of this cess will be available nor credit of any other
tax or duty be utilized for paying this cess.

Excise duty of “1% without input tax credit or 12.5% with input tax credit’
on articles of jewellery [excluding silver jewellery, other than studded with
diamonds and some other precious stones], with a higher exemption and
eligibility limits of * 6 crores and " 12 crores respectively.

Excise on readymade garments with retail price of * 1000 or more raised
to 2% without input tax credit or 12.5% with input tax credit.

Clean Energy Cess’ levied on coal, lignite and peat renamed to ‘Clean
Environment Cess” and rate increased from 200 per tonne to “400 per
tonne.

Excise duties on various tobacco products other than beedi raised by about
10 to 15%.

Assignment of right to use the spectrum and its transfers has been
deducted as a service leviable to service tax and not sale of intangible
goods.

(Part of Union Budget 2016-17, taken from finmin.nic.in)

Scan Copy courtesy : Dainik Jagran
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Enhanced focus on Higher and Skills

Education Welcome!
® Rohan Joshi

ion Budget 2016-17 has clearly come out with greater focus on quality
f higher education in the country. Handful of new schemes, both for
1gher Education and Skill Development, testify government’s commitment
towards leveraging the demographic dividend of this country. With a meager
increase of 1368 crores in school education budget, one may conclude that
school education has received lesser attention in terms of new budgetary
provisions or schemes in Budget 2016-17. However, Hon Finance Minister’s
acknowledgement that the quality of school education matters, followed by
the announcement that Sarva Shiksha Abhiyan will focus more on quality of
education must be welcomed. This is a significant change from previous budget
discussions which concentrated largely on building new schools or creating
school infrastructure with little to no focus on actual quality of education. One
key component in enhancing quality of education is assessments, which do
not seem to appear in this year’s budget discussion. This is alarming particularly
when MHRD, in previous two budgets, even after allocating a small amount
(Allocated budget of INR 50 Crore in 2015-16) for assessments has not managed
to fully utilize the allotted funds. As the saying goes, what cannot be measured,
cannot be improved. It is important to evaluate quality through large scale
assessments before resolving to improve it in the months to come through SSA
or any of the other institutions.

While it is tempting to call out Hon Finance Minister on his silence on school
education through his budget speech, it is important to note that gross budget
allocation for education sector has shown marginal increase (INR 1368 crore)
from the previous year’s revised estimates. This is assuring when seen together
with Minister’'s comment on quality of school education. We hope that the
revised focused on quality will also help overcome the challenge of access as
reflected by alarming drop-out rates at both elementary and secondary
education stages. The challenge in this year’s budget is primarily in terms of
approach to funds allocation for school education. Looking at the budget
allocation for SSA which has increased by approximately 500 crores from the
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previous year’s revised budget estimates, it is clear that the government has
continued with its traditional approach of allocating grants for institutions
and not for students. This is alarming when underutilization of Prarambhik
Shiksha Kosh followed by inefficient use of the budget (near 80% of the budget
spent on teacher salaries) itself have plagued the education system for years.

Over the years Navodaya Vidyalayas have emerged as bright spots in
government education system and the announcement this year to create 62
new Navodaya Vidyalayas can be seen as a small token of acknowledgement
of the good work that these schools have been doing in delivering quality
secondary education.

On Skill education front two announcements stand out this year. First which
must be commended is of establishing 300 career support centers. Providing
counselling support to students before enrolling them in myriad of skilling
programs is a step in the right direction. Second announcement of establishing
1500 multi skilling centers however raises a serious concern. Would these
centers be any different from ITIs, which have essentially been the main reason
for poor state of employability skills in India?

Overall the establishment of National Board for Skill Development
Certification and, the provision of Entrepreneurship Education and Training
are welcome moves. In terms of integration of skill education with school
education, schemes such as Nai Manzil which focus on providing skill education
to children studying in Madarasas need to be scaled up to all schools. While
this year’s budget has remained silent on this issue, its certainly something to
desire for either in one of the future budgets or in the much awaited New
Education Policy. o

Associate Director, Centre for Civil Society
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Rail budget: Improving quality of travel

The Way Ahead
For the unreserved passenger -
m  Antyodaya Express unreserved, superfast service.

m  Deen Dayalu coaches - unreserved coaches with potable water and higher
number of mobile charging points.

For the reserved passenger -

m  Humsafar - fully air-conditioned third AC service with an optional service
for meals Tejas - will showcase the future of train travel in India. Will
operate at speeds of 130

m  kmph and above.Will offer onboard services such as entertainment, local
cuisine, WiFj, etc. through one service provider for ensuring accountability
and improved customer satisfaction Humsafar and Tejas to ensure cost
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recovery through tariff and non-tariff measures

UDAY - overnight double-decker, Utkrisht Double-Decker Air-conditioned
Yatri Express on the busiest routes, has the potential to increase carrying
capacity by almost 40%.

Ticketing: Sale of tickets through hand held terminals; e- ticketing facility
to foreign debit/ credit cards; bar coded tickets, scanners and access control
on a pilot basis. Expansion of Vikalp - train on demand to provide choice
of accommodation in specific trains to wait- listed passengers. E-booking
of tickets facility on the concessional passes available to journalists; facility
of cancellation through the 139 helpline post verification using ‘One Time
Password’ sent on registered phone number, to improve tatkaal services
CCTV cameras on windows and periodic audit of PRS website.

Cleanliness -“Clean my Coach’ service through SMS, ranking of Al and
A stations based on periodic third party audit and passenger feedback;
waste segregation and recycling centres;

“Awareness campaigns’; additional 30,000 bio-toilets; providing portable
structures with biotoilets at all platforms of select stations for senior citizens,
Divyang and women travellers, plan to explore innovative means of
providing and maintaining toilets such as advertisement rights, CSR,
voluntary support from social organizations.

Catering and stalls at stations -IRCTC to manage catering services in a
phased manner;

explore possibility of making catering services optional, adding 10 more
IRCTC operated base kitchens; to build local ownership and empowerment,
weightage will be given to district

domicile holders for commercial licenses at stations.

Stoppages: convert all operational halts into commercial halts for the
benefit of the common man.

Rail Mitra Sewa: expanding Sarathi Seva in Konkan Railway to help the
old and disabled passengers, strengthening the existing services for enabling
passengers to book battery operated cars, porter services, etc. on a paid
basis in addition to the existing pick up and drop, and wheel chair services.

Measures for Divyang: all stations under redevelopment accessible by
Divyang; to provide at least one Divyang friendly toilet at each platform
in Al class stations during the next financial year and also ensure
availability of wheelchairs in sufficient numbers at these stations.
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Travel Insurance to passengers - to offer optional travel insurance for
rail journeys at the time of booking.

Hourly booking of retiring rooms - will be handed over to IRCTC.

Janani sewa: children’s menu items on trains, baby foods, hot milk and
hot water would be made available.

SMART (Specially Modified Aesthetic Refreshing Travel) Coaches -
design and layout of our coaches to ensure higher carrying capacity and
provision of new amenities including automatic doors, bar-code readers,
bio-vacuum toilets, water-level indicators, accessible dustbins, ergonomic
seating, improved aesthetics, vending machines, entertainment screens,
LED lit boards for advertising, PA system.

Mobile Apps - integrate all facilities into two mobile apps dealing with
ticketing issues and for receipt and redressal of complaints and suggestions.

Improving customer interface- skilling our front-end staff and those we
employ through our ervice providers, information boards in trains
enumerating the on-board services and also GPS based digital displays
inside coaches to provide real time information regarding upcoming halts.
Work underway on installation of a high-tech centralized network of 20,000
screens across 2000 stations for enabling real time flow of information to
passengers and also unlock huge advertising potential. All A1 class stations
will be manned with duly empowered Station Directors supported by cross
functional teams; to make one person accountable for all facilities on trains.

Pilgrimage centres: to take up on priority the provision of passenger
amenities and beautification on stations at pilgrimage centres including
Ajmer, Amritsar, Bihar Sharif, Chengannur, Dwarka, Gaya, Haridwar,
Mathura, Nagapattinam, Nanded,

Nasik, Pali, Parasnath, Puri, Tirupati, Vailankanni, Varanasi and Vasco;
alsointend  to run Aastha circuit trains to connect important pilgrim
centres.

Porters- intend providing them with new uniforms and train them in soft
skills, henceforth, to be called sahayak.

High Speed Rail: passenger corridor from Ahmedabad to Mumbai being
undertaken with the assistance of the Government of Japan. SPV for
implementing high speed projects will be registered this month. Prime
benefit would be providing IR with technology advancements and new
manufacturing capability.
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Entertainment: propose to invite FM Radio stations for providing train
borne entertainment; extend ‘Rail Bandhu’ to all reserved classes of
travelers and in all regional languages.

Passenger traffic - Suburban traffic: in-principle approval for MUTP III
received. Early award of tenders for elevated suburban corridors between
Churchgate-Virar and between

CSTM-Panvel; revive Ring Railway system in Delhi; launching a new
investment framework for developing suburban systems in partnership
with State Governments, development in Ahmedabad, Bangaluru,
Hyderabad Chennai and Thiruvananthapuram on the anvil. Winning back
the lost modal share

Expanding the freight basket of IR - to start time-tabled freight container,
parcel and special commodity trains on a pilot basis, container sector would
be opened to all traffic barring coal, specified mineral ores and part-loads
during the non-peak season. All existing terminals/sheds would be granted
access to container traffic, where considered feasible.

Rationalising the tariff structure - undertake review of tariff policy to
evolve a competitive rate structure vis a vis other modes, permit multi-
point loading/unloading and apply differentiated tariffs to increase
utilization of alternate routes, explore possibility of signing long term tariff
contracts with our key freight customers using pre-determined price
escalation principles.

Building terminal capacity - proposed to develop Rail side logistics parks
and warehousing in PPP mode, 10 goods sheds will be developed by
TRANSLOC, the Transport Logistics Company of India, in 2016-17. To soon
inaugurate India’s first rail auto hub in Chennai. Encourage development
of cold storage facilities on vacant land near freight terminals. Local
farmers and fisherman would be given preferential usage of the facility. A
policy in this regard would be issued in the next 3 months.

Nurturing customers - will appoint Key Customer Managers to liaison
with our major

freight stakeholders; each Zonal Railway will develop customer
commitment charter indicating service level commitments of IR, will
explore the feasibility of opening up leasing of general purpose wagons.

o
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Budget Exposes Gandhis,
Irrelevance of the Left

ear after year, it is fun for jour-
nalists covering budget presen-
tation in Parliament to watch
the see-saw of the Sensex as the
harassed Finance Minister reads out the
financial horoscope of the nation that he
has prepared with so meticulous a care.
There are at first shouts as the horoscope
is unrolled and then the sighs. It could be
the reverse also, the sighs first and the hur-
rahs later. What finally counts is the reac-
tion after the whole picture gets clear.

Last Monday, we saw a lot of the early
downtrend in the Sensex and then up and
then down and then up again. But com-
paring what used to happen on Day 2 by
which everyone has had time to listen and
analyse the full budget speech, most com-
mentators have found that this time, the
stock market index rose by 777 points and
was, as described by most newspaper re-
ports, “the single day gain for *"-e index
in terms of points since 18 May 2009". It
was also the “highest in percentage terms
since 20 September 2013.”

Such rise, as the market cheers the cur-
rent Finance Minister Mr Arun Jaitley,
must be seen in the backdrop of what the
depressing climate was for the stocks
worldwide in the last several years with
economies almost
everywhere in
downward spin.
Worst, in the case of
Japan where they
were even consider-
ing printing the cur-
rency and dropping
it from the sky to
revive demand and
the economy or in Europe where GDP of
the Eurozone nations was creeping but
refusing to climb or in the US where a
two-point rise would mean opening the
cork of the Champaign bottle.

With a 7 to 7.5 per cent GDP forecast
in Mr Jaitley's third and crucially placed
budget, every Indian could proudly claim
that our country today has th: highest
growth rate in the world. Also in the con-
text of worldwide stagnation and recent
dramatic developments, with China act-
ing as the proverbial beast in the china

shop with its devaluation of its currency - -

that brought forth a storm in the financial
markets, India’s rupee rose closing on

Tuesday at 67.87 per dollar. The analysts -

earlier were bracmg up for a fall to !70 a
dollar! Cheers again.

Such backslap for the Finance M?mster
from the financial circles though wel-
come, is hardly the stuff he should be
looking for in our country where still 50
per cent of the workforce, that is some
600 million, has to labour on the farms
to make both ends meet. Two successive
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years of drought have depressed agricul-
ture and agri-GDP growth is nowhere
around the four per cent needed merely
for sustenance. With even farm product
exports that once reached the 40 billion
dollar line per year now falling in response
to worldwide stagnation, the farming
community has been pushed into distress
with some even driven to suicide.

Three cheers for Mr Jaitley and his col-
leagues in the NDA Government for re-
sponding boldly to the grim scenario in
the farm sector. Only a self-confident and
visionary Government would have de-
clared in Parliament on Monday that in
five years, the budget would double the
income of the Indian farmer. Remember
agricultural sector of the economy was
growing at a miserable 1.2 per cent in the

The high farmer suicide rates in Cong-ruled states
tell their own story of how the poor were largely
kept pinned down to their tiny piece of land that is
too uneconomic to support any livelihood

context of two successive droughts. No
frank analysis of the farm sector would
be relevant without looking at the past 60
years when the then ruling Congress kept
the rural population tied to farming as
the only readily available occupation for
the 70 per cent of the country’s popula-
tion. The bulk of the villages were without
electricity and therefore, without small
and medium industries dotting the coun-
tryside. When the Congress talks of its so
called pro-poor policies, it should also

accept responsibility for the permanent

agrarian depressed state.
The high farmer suicide rates in many

-pan.s of Congress-ruled states tell their

own story of how the poor were largely
kept pinned down to their tiny piece of
land that is too uneconomic to support
any livelihood by agriculture. The irriga-
tion perspective spelt out in the NDA
budget should be read in the context of
how water was yet another area of scandal
along with other scams in telecom spec-
trum, coal mine allocation, the Common-
wealth Games spending etc during the

Congress-led regime. During the Con-
gress rule in Maharashtra, irrigation had
been a long-term get rich quick means for
its leaders along with their partners in the
game, the NCP's sugar plus irrigation
bosses. Most of the irrigation projects
especially in Vidarbha area have seen
works in progress for as long as 35 years.
The game changer now is going to be the
NDA government’s determined move to
revive and fast-track 23 of the 89 stalled
irrigation projects in one year and the
promise of adding eight million hectares
in four years.

This programme has been described as
“remarkable” especially in the same Vid-
arbha, the cotton belt of India, where the
two partners in power, the Congress and
the NCP made irrigation a convoluted
means of personal enrichment and pow-
er grabbing during their time in govern-
ment.Apart from farm sector, the other
area of focus in the budget is the mid-rank
entrepreneurs like the SMEs and the
start-ups. The offer that the Government
will pay the EPF contribution of the em-
ployers for three years and the institu-
tional arrangement for start-ups to stand
on their feet and fight the battle for new
profitable ideas comes against the back-
drop of changing eco-
nomics in the global
scene of stress at big
corporation level that
has seen stressed
loans and banks
caught in the burden
of NPAs. A new India
is emerging, an India
of young men and
women who can turn ideas into enter-
prises and enterprises into ideal employ-
ers forcing the Manist class conflict ideo-
logues to revise their understanding of
history. What the BJP economic policy,
so impressively explained in the first few
paras of Mr Jaitley’s speech, does is to
connect the farming sector and the enter-
prising sector of people into a synthesis
that stands to transform India.

The doubling of farmers’ income will
generate the necessary demand push for
enterprises to rush for responding by cre-
ating or expanding market leaders at ev-
ery level and the big spending on infra-
structure will draw out labour from the
farms to construction sites. This should
prove the burial ground for the 19th cen-
tury ideas of class conflict of the Left and
the caste conflict platform of the Indian
socialists. Equally, it challenges the Rahul
Gandbhi-led poor feeding, by promoting
the poor and the unskilled to learn and
earn in the place of waiting for hand outs
from the Congress’ scandal-ridden ta-
ble.
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The 2016-17 Budget : A Positive step in

India's Transformation Process
e Mukul Asher

stract: This paper analyses Union Government of India's 2016-
7 Budget, comprising the Railway Budget as well as the main
Budget components. It is argued that this Budget should be viewed as a
part of the process of transforming India towards meeting challenges of
growth and competitiveness in a manner which eases the ordinary life of
the citizens, and which encourages aspirations for a better quality of life.
The paper discusses several seemingly small initiatives with
disproportionately positive impact on outcomes, an important feature of
competence in governance. The assessment criteria for transforming India
include consistency with growth diagnostics, fairness, and preparing the
country to rapidly progress towards an upper -middle -income category
of nations. It provides examples of how in some cases, better efficiency
in resource use and improved fairness can be achieved simultaneously.
The paper concludes, that, on balance, India's 2016-17 Budget does
improve India's public financial management, and advance the process
of transforming India in the right direction.

India's Railways and Union Government Budgets (hence forth the
Budget) for 2016-17 should be assessed as part of a continuing process of
transforming India rather than as a stand-alone event (albeit the most
important event of the year).

Any budget is constrained by past policies and developments, and it
will have impacts which transcend the fiscal year. Broader domestic and
global developments, and perceptions and expectations of the
stakeholders are also relevant in formulating a Budget.

The current external environment of subdued global growth and global
trade, low or negative nominal interest rates, and a pervasive sense of
fragility globally are factors which formed a part of the broader context
in which the 2016-17 Budget was formulated. The domestic economic

www.spmrf.org



Toie gAY : R09§-99 A &N H T ‘@’ S9ie

40

environment has also been challenging shaped by two continuous years
of drought and a reduction in the resources available to the Central
government in line with the recommendations of the 14th Finance
Commission.

Given the above, the trade-offs are among different objectives (such
as fiscal consolidation, sectoral priorities, giving impetus to "animal
spirits", and assigning proper roles to the state-market and public-private-
social enterprise sectors complementarities, were exceptionally difficult
to manage in this Budget.

The Budget projects nominal GDP growth of 11 percent in 2016-
17.Assessing the Budget including the implicit or explicit trade-offs,
therefore requires nuanced judgments and understanding of how and
over what period the government measures may translate into desired
outcomes. The judgments of policymakers about political feasibility and
readiness of the stakeholders to accept proposed initiatives are also
relevant in the budget assessment.

As the Prime Minister Narendra Modi led government's overall aim
is to Transform India, the extent to which the 2016-17 Budget constitutes
a positive step in transforming India is arguably a sound basis for its
assessment.

There are three aspects of the Transforming India aim which are
relevant for assessing the 2016-17 Budgets.

First, does the budget meet growth diagnostics tests which are relevant
for the Indian context?

Second, does the budget improve fairness by delivering public services
and amenities to help improve quality of living (facilitating day to day
activities through easier and wider accessibility and affordability), and
quality of life (taking steps to address aspirations of the people for better
quality of life)?

Third, does the Budget help prepare India's economy, polity, and
society for progression from the lower-middle-income to upper-middle-
income category of nation?

When assessed on the above three aspects, the Budget, on balance,
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does indeed advance the Transforming India objective and facilitates
India's progress towards moving up the income category as explained
below. The Budget therefore deserves to be welcomed by all stakeholders
who desire India to emerge as an important power globally.

Growth Diagnostics Tests

The analogy here is with medicine where few vital signs are examined
to assess health. In growth diagnostics, these signs are fiscal consolidation
as an important element of fiscal and macroeconomic sustainability,
investments, both direct, and those that crowd-in private and other
investments as a result of public investments; use of knowledge, including
when it is embodies in technology; encouraging formation of human
skills and generation of livelihoods; and progressing towards cooperative
federalism.

In all these aspects, it is essential that large imbalances between demand
side and supply side forces should not be permitted to arise, but if they
do, then they are effectively addressed. In India, too often the demand-
side forces have been increased significantly (in some cases through giving
statutory power to certain rights), but supply side elements, whether in
health, education, power, transport, and other areas have lagged
considerably. This has led to significant distortions not just in economy,
but also in society, which the current government has been attempting to
address. The fiscal consolidation and perceived fiscal prudence are
especially important in the current global environment.

The budget meets this objective fairly well. This is indicated by the
reduction in fiscal deficit (3.5 percent as compared to 3.9 percent of GDP
in 2015-16), revenue deficit (2-3 percent as compared to 2-5 percent), and
total outstanding liabilities (47.1 percent as compared to 47.6 percent,
and projected to decline to 44.4 percent in 2018-19).

These are to be achieved with projected constant tax revenue to GDP
ratio of 10.8 percent; (with welcome provisions to reduce compliance
costs and burden imposed on the rest of the economy in generating the
revenue) and reasonable assumptions of 11 percent growth in nominal
GDP (real plus inflation) for 2016-17; 12 percent in 2017-18, and 13 percent
in 2018-19.The total government expenditure in 2016-17 is projected to
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be INR 19.8 trillion.

The budget continues to focus on obtaining fiscal revenue from not
just the current year's income, consumption, and production flows, but
also from using state assets more productively.

This is indicated by the plan to generate INR one Lakh crore from
spectrum sales. The change in the name of Department of Disinvestment
to Investment and Public Asset Management also reflects the new mind-
set in generating revenue and improving the accountability of state assets.
The Union government is among the largest owner of assets, including
land. They also can create property rights (such as spectrum, air-space
rights, airline landing allocation rights etc.) to generate revenue. But this
requires a good asset registry, and reforms in accounting, budget
management system, competency in auctioning in the transparent and
accountable manner, and re-skilling of relevant staff. Initiatives by the
government to track and reward performance of the officials and of office
holders should therefore be welcomed.

The Budget has taken a welcome step to discontinue the practice of
classifying expenditure into Plan and Non-Plan expenditure from 2017-
18. The States should be encouraged to follow this practice as well.

The Budget, particularly the Railway Component, has focused on
obtaining better outcomes from budgetary outlays, widening the sources
of revenue; including using assets of the railways more productively (a
neglected area so far); and more competent use of the Public-Private-
Partnerships (PPPs), including Indian Railways partnering with the State
governments to make railway assets more productive, and thereby crowd-
in additional investments by other parties.

The Budget's investment proposals are designed to improve
productivity in the use of capital, and to crowd-in private investments
from both domestic and global investors.

This suggests that merely focusing on the level of budgetary capital
expenditure and increase (INR 2.18 trillion, growth of 4 percent), as some
analyst have done, misses the main thrust of the Budget concerning
investments.
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Plan to award 10,000 km of highway contracts in 2016-17; higher tripling
of allocation to INR 270 billion, for Gram Sadak Yojna with potential for
large multiplier effects; connectivity with the northeast, and investment
in urban transport systems, with long-neglected in Mumbai receiving
priority in capital expenditure of the Railways; and investments in coastal
shipping, with huge savings in logistics and transport time and costs;
investment in Digital Depository of academic transcripts; investments to
provide urban-type facilities in rural areas under the Rurban clusters,
are only some of the examples of the growth diagnostics consistent design
of investment proposals in the 2016-17 Budget.

The importance of other growth diagnostics signs is also evident from
the Budget. Thus, Start-up India, Mudra (Micro Units Development and
Refinance Agency) Bank, Digital India, and combination of Aadhar -Jan
Dhan Yojna (involving opening of bank accounts, overdraft, and accident
insurance coverage, under which 212.2 million accounts and INR 342
billion have been deposited by members); and use of mobile payment
and other technology to directly transfer amount to the bank accounts of
the beneficiaries; near tripling of issuing of E-tourist visas on arrival about
120,000 per month, all require significant and skill-mix process
improvements, as well as the use of technology.

The cooperative Federalism initiatives of the Budget are exemplified
by meeting the commitment to increase devolution to stakes by 55 percent
as recommended by the 14th Finance Commission; involving States in
recognizing centrally sponsored schemes; and the UDAY (Ujjwal Discom
Assurance Yojna) scheme to revive power distribution companies in the
States. The Real Estate (Regulation and Development) Bill passed on
March 10, 2016 will also positively impact States.

The above brief overview of the Budget concerning growth diagnostics
strongly suggests the following.

First the Budget incorporates insights from modern growth theory
and experiences by aiming to generate many growth nodes for the
country, to help diversify the economy, and increase its resilience.

Second, the proposals recognize that a combination of use of ideas
and knowledge, process improvements, and reconfiguration of skill-mix
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(but with requisite certification for signaling) is essential for good quality
broad-based growth.

Third, it is encouraging India's entrepreneurship and business instincts,
facilitating it by better accessibility, affordability, and reliability of basic
public amenities, particularly physical and digital connectivity.

Improving Fairness

It is widely acknowledged that corruption at the higher levels of the
Union Government that was previously ubiquitous with the Congress-
led government's tenure has been nearly eliminated, if not completely.
As with inflation, corruption hurts the bottom-half of the population
particularly hard. This factor has improved the fairness of fiscal operations
and enhanced stock of social capital or trust significantly. This aspect has
not been sufficiently acknowledged by the commentators.

The 2016-17 Budget also continues the focus of the current government
to improve fairness by making basic public amenities more accessible,
affordable, while improving their reliability. These in turn will positively
impact on the quality of living of India's households, facilitating their
daily lives.

Illustrative examples from the Railway component of the budget
include:

A Centrally managed "Railway Display Network" to provide
information

Addition to seats in general class on busy travel nodes Measures to
improve cleanliness and hygiene facilities on stations and in trains
Railways Research centers to continue to improve services.

An example from the Power sector includes the Deendayal Upadhyaya
Gram Jyoti Yojna (DDUGJ]Y) under which 35 percent of 18, 452 currently
un-electrified Villages have already been electrified. This in turn will not
only improve quality of living, but also widen livelihood opportunities
for the villagers, facilitating inclusive broader-based growth.

The transparent nature of this power initiative is exemplified by the
continuous updating of the progress in electrification of villages by visiting
http://garv.gov.in/dashboard . The use of dashboard as a technique,
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usually used by effective managers, reflects focus in outcomes of policy
initiatives, rather than on government expenditure, which constitute only
financial (not even physical) inputs.

The Pratyaksh Hanstantrit Labh (PAHAL) scheme under which
subsidies for cooking gas are transferred directly to the beneficiaries,
and the accompanying for citizens to voluntarily not avail of the subsidy
(6.5 million citizens have already voluntarily given up the subsidy), whose
savings are channeled to giving new gas connections for low income
families, improves both fairness and growth prospects while reducing
leakages, thus improving expenditure management. The use of cleaner
energy sources would also potentially improve maternal and child health.

The focus on outcomes enhances the fairness of the initiatives, a point
missed by many analysts who only compare financial inputs, without
understanding the processes by which such inputs are to be turned into
outputs and then into outcomes focusing on improving household welfare.

The Budget also provides for meeting the pension benefits, including
arrears, to the military personnel who, for the first time, were promised
"One-Rank-One-Pension" by the current government. This is an issue of
fairness as the earlier governments implemented such arrangements only
for the civilian, but not for the military personnel.

The Budget and related measures also contain initiatives to address
natural and other risks faced by households by specific risk-mitigation
and management Programs. These include, the Pradhan Mantri Fasal
Bima Yojna (PMFBY) to provide insurance cover and stabilize farm
incomes in the event of natural calamities, pests, and diseases (http://
pib.nic.in/newsite/PrintRelease.aspx?relid=134432 , a dedicated long
term irrigation fund, program to make ground-water resources more
sustainable; reconfiguring MGNREGA (Mahatma Gandhi National rural
employment guarantee act ) scheme to help generate such productive
assets as ponds, wells, and compost pits to reduce farm risks and new
health insurance scheme.

There are also initiatives to improve quality of life by meeting
aspirations of the citizens to significantly improve their economic prospects
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and social position. Some of the initiatives such as Start-Up India, Mudra
Bank have been mentioned.

Proposal to double farm incomes by 2022, an achievable goal, would
potentially improve quality of living and of life. Empowering powers
through greater economic freedom and access to technology will assist
in this goal.

Perhaps bolder measures to reform education and research institutions,
with much more accountability for outcomes, could have served this
objective to even greater extent.

Preparing India to Progress towards Upper-Middle-Income Category

The analysis under growth diagnostics and fairness above, attempting
to channel energies of the stakeholders into nation building, and efforts
being made to shift political accountability based on improving citizen's
quality of living and of life suggest that the Government is preparing the
country towards challenges of moving up the income category. This is
however rarely a linear process. The Budget however does lay solid
groundwork for managing India's future.

Some Measures Needed Greater Preparation

There are some proposals in the budget for which better background
work were needed. An example includes the method (but not the intent)
of encouraging widening access to retirement income security by levying
tax on EPF (Employee's Provident Fund) accumulations.

Pension economics is subtle, has tyranny of small numbers where
seemingly small changes can have disproportionate impact; and requires
long-term policy stability and credibility. A systematic rather than a
scheme-based ad-hoc approach to achieve the Budget's intent is needed.

There is an urgency to develop international financial services in India.
To achieve this, greater clarity on their tax and other regulatory aspects,
and for such products as "Masala Bonds", INR denominated bonds listed
abroad, in which exchange rate risk is borne by the lender not the Indian
borrower, could have been forthcoming in the budget. Perhaps as with
banking sector reforms, and bankruptcy law reform, these will be
undertaken outside the Budget.
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There is a need for greater urgency in passing the Constitutional
Amendment Bill for GST (Goods and Services Tax). Insistence by the
opposition Congress party that the rate of GST be made as part of the
Bill should be rejected outright as inimical to the spirit of any tax Bill.
The so-called "origin" states must be persuaded to drop their insistence
on levying 1 percent additional GST rate on inter-state sales. Such sales
should not attract any tax to realize full benefits from GST. States will
not lose revenue as the Union government has agreed to reimburse to
the States any shortfall in sales tax revenue for five years.

Concluding Remarks

The 2016-17 Budget must be viewed as a part of the process of
transforming India towards meeting challenges of growth and
competitiveness in a manner which eases the ordinary life of the citizens,
and which encouraging aspirations and hope for better quality of life. As
argued above, the 2016-17 Budget does advance the process of
transforming India in the right direction.
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