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Abstract

Nominated in the background of an positive worldwide state of affairs of the
speculation and buy and sell series, financial plan 2018-19 reiterate the
purpose of economic consolidation with foreword of a new-fangled economic
target structure. Income increase and expenses reprioritisation and
rationalisation go on to be essential to economic reform. Expansion and deepen
the straight tax pedestal and stabilisation of merchandise and forces tax are the
previous priority. Over the last six natural life budgetary expenses of the
innermost administration, as per cent of GDP, has see substantial restraint
with for the most part of the lessening in the proceeds spending. Total outflow
fell by 0.3 entitlement point in 2018-19 PA (Provisional Actuals) over 2017-18,
with 0.4 entitlement point’s diminution in profits expenses and 0.1 entitlement
points amplify in resources expenses. Inside income outgoings, main subsidy
comprise foodstuff, fertiliser and fuel sustained their descending tendency and
contain additional decline by 0.1 proportions direct of GDP in 2018-19 PA in
excess of 2017-18. Getting better the excellence of spending leftovers the key
main concern. Meeting portion desires devoid of distraction from the lately
revised financial slither pathway remnants the primary confronts.

Keywords: Taxation and GST budgetary expenditure of the Central

Government and state government

Introduction

Financial plan 2016-19 exist into the conditions of upswing in total endeavour and traffic
in the jiffy part of 2016. The worldwide enlargement is ordinary to persist its drive in 2019.
even with quite a few headwinds, Indian financial system is accepted to produce at 6.9 per

cent (as per makeshift estimate on the movable by innermost figure place of work) in 2016-19
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at the same time as maintain Macro-economic steadiness. The expansion with macro-stability
stem for the most part beginning fragmentary Structural alteration, fiscal authority, well-

organized liberation of forces and monetary insertion.

The financial statement 2016-19 avowed Government’s intention on financial
consolidation. It intended to go back to your old ways to the pathway of financial correctness
Subsequent to the momentary fault within 2016-19.

The innovative economic target structure be adopt, which rest on doppelganger pillar of
dipping liability and economic arrears. The revise financial slide pathway envisage achieve
financial shortfall of 2 per cent of GDP by FY 2020-21 and innermost administration liability
towards 42 per cent of GDP beside 2023-25.

The average phrase economic strategy (APES) announcement obtainable all along with the
Union Budget 2018-19 revised the economic shortage aim in favour of 2017-18, as percent of
GDP, by 0.3 percentage direct from 3.2 per cent to 3.5 percent, due to brim over collision of
the fresh roundabout tax administration. It intended to arrive at the economic debit object of
3.3 per cent of GDP in 2018-19 BE, among projection for 2019-20 and 2020-21 at 3.1 per cent
and 3.0 per cent, respectively. The debt-GDP ratio of innermost administration be planned at
48.8 per cent at end-March 2019. It is under attack to turn down to 46.7 per cent by end-March
2020 and 44.6 per cent by end-March 2021, restore the long-standing tendency of turn down
in the arrears to GDP ratio. The FY 2018-19 has wrecked with financial arrears at 3.4 per cent
of GDP and balance due to GDP proportion of 44.5 per cent (makeshift).

This episode reviews the economic development in India throughout the year 2018-19. It is
prearranged in four sections: middle Administration assets, circumstances assets, wide-ranging

command, and viewpoint for 2019-2021.

Personal administration money

Economic consolidation entails income growth and outgoings rationalisation. In the post-
Fiscal accountability and financial plan organization Act (FAFPOA) epoch as of 2004-05 to
2007-08, noteworthy economic consolidation possibly will be achieve for the most part owed
to afloat due revenues by way of net tax income to the midpoint ever-increasing by 1.9
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percentage point of GDP. As fraction of the policy to revitalize augmentation positions the

worldwide monetary calamity, economic consolidation be pause, which manifest in tax

concession and senior community outgoings. on the other hand, after 2011-12, there have been

gradual, but reliable, labours en route for economic consolidation.

Major fiscal indicator of the innermost administration is representative in Table 1. The

relevant change in the Personal administration money obvious on or after Table 1 contain

development in the tax to GDP percentage, momentous consolidation of proceeds payments

and plodding angle on the road to money payments over the years. These have led to

progressive lessening in most important and financial deficit.

Personal administration economic parameter

Items 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2018-19 2018-19
BE RE PA
(in " lakh crore)
Revenue Receipts 10.15 11.01 11.95 13.74 14.35 17.26 17.30 15.63
Gross Tax Revenue 11.39 12.45 14.56 17.16 19.19 22.71 22.48 20.80
Net tax revenue 8.16 9.04 9.44 11.01 12.42 14.81 14.84 13.17
Non-tax revenue 1.99 1.98 2.51 2.73 1.93 2.45 2.45 2.46
Non-debt capital 0.42 0.51 0.63 0.65 1.16 0.92 0.93 1.03
receipts*
Non-debt receipts 1057 1153 1258 14.40 1551 18.18 18.23 16.66
Total Expenditure 15.59 16.64 17.91 19.75 2142 24.42 24.57 23.11
Revenue Expenditure  13.72 14.67 15.38 16.91 18.79 21.42 2141 20.08
Capital Expenditure 1.88 1.97 2.53 2.85 2.63 3.00 3.17 3.03
Fiscal Deft 5.03 511 5.33 5.36 5.91 6.24 6.34 6.45
Revenue Deficit 3.57 3.66 3.43 3.16 4.44 4.16 4.11 4.45
Primary Deficit 1.29 1.08 0.91 0.55 0.62 0.48 0.47 0.63
Memo Item
GDP at market price 112,34 12468  137.72 153.62 17095  187.22 18841  190.10
(as per cent of GDP)
Revenue Receipts 9.0 8.8 8.7 8.9 8.4 9.2 9.2 8.2
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Gross Tax Revenue
Net tax revenue
Non-tax revenue
Non-debt capital receipts*
Non-debt receipts
Total Expenditure
Revenue Expenditure
Capital Expenditure
Fiscal Deficit
Revenue Deficit
Primary Deficit

10.1
7.3
18
0.4
9.4
13:9
12.2
1.7
4.5
3.2
11

10.0
7.2
16
0.4
9.2

133

11.8
16
41
2.9
0.9

Source: Union Budget Documents & CGA

BE: Budget Estimate, RE: Revised Estimate (as per Interim Budget), PA: Provisional

Actuals *includes disinvestment proceed

10.6
6.9
18
0.5
9.1
13.0
112
18
3.9
2.5
0.7

11.2
7.2
18
0.4
9.4
12.9
11.0
19
3.5
2.1
0.4

11.2
7.3
11
0.7
9.1

12.5

11.0
15
3.5
2.6
0.4

12.1
79
13
0.5
9.7
13.0
11.4
16
3.3
2.2
0.3

11.9
79
13
0.5
9.7
13.0
11.4
17
34
2.2
0.2

10.9
6.9
13
0.5
8.8
12.2
10.6
1.6
34
2.3
0.3

The development tax of economic indicator is obtainable from above table. The

development in non-tax proceeds and assets outgoings in 2018-19

PA is substantial. In piece of evidence, the development in together these variables in 2018-19

PA reverse the lessening in cooperation variables in 2017-18.

Development tax of innermost administration economic indicator (in per cent)

Revenue Receipts

15.4

Gross Tax Revenue -

Net tax revenue
Non-tax revenue

Non-debt capital
receipts®

Non-debt receipts
Total Expenditure

Revenue
Expenditure

Capital Expenditure

10.0
44.8
2.2

14.8
10.6
10.3

12.5

8.5
9.3
10.8
-0.5
23.0

9.1
6.7
6.9

4.8

8.5

4.4
27.0
22.3

9.1
7.6
4.8

28.6

15.0

17.9

16.7
8.6
3.8

14.4
10.3
9.9

12.5

4.4

12.8
-29.4
77.0

7.7
8.4
11.1

-1.5

20.2
18.4
19.2
27.2
-20.3

17.2
14.0
14.0

14.2

20.5

195
27.3
-19.5

17.5
14.7
13.9

20.3

8.9

8.4

6.0
27.7
-11.1

7.4
7.9
6.9

15.1

Source: Union Budget Documents & CGA

BE: Budget Estimates, RE: Revised Estimates (as per Interim Budget), PA: Provisional Actual

*includes disinvestment proceeds

# growth over 2017-18
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Trend within revenue

Internal administration total admission money can broadly be divided into non-debt and
debt gate. The non-debt gate comprise of tax proceeds, non-tax proceeds, recovery of loan,
and disinvestment total admission money. Amount overdue total admission money mostly
consist of promote borrowings and other liability, which the administration is grateful to
reimburse in the outlook. The financial plan 2018-19 under attack appreciably high expansion
in non-debt total admission money of the innermost administration, which was ambitious by
healthy enlargement in net tax income and non-tax income from above table. The result as
reflected in the temporary definite data is inferior than the financial plan approximation in the
red to lessening in the net tax income. This is also apparent from the work of art of non-debt
total admission money plot.

Income tax profits

Financial plan 2018-19 envisage a enlargement of 16.7 per cent in disgusting tax income
(DTI) over the revise estimate (RE) of 2017-18. DTI was approximate at 22.7 lakh crore for
BE 2018-19, which was 12.1 per cent of the GDP. The growth in DTI was approximate to be
lead by 17.3 per cent enlargement in roundabout obligation and 14.4 per cent progress in
direct taxes over the revise estimate of 2017-18. Generally, 51 per cent of DTI was
approximate to grow from direct taxes and the lingering 49 per cent on or after indirect taxes.
The payment of dissimilar taxes in DTI for 2018-19 BE and 2018-19 PA. As for each
conditional Actual figures released by the organizer broad of financial records for FY 2018-

19, the enlargement in DT in 2018-19 has been lower than envisage into
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Composition of Non-Debt Receipts (in per cent)
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Source: Union Budget Documents & CGA
BE: Budget Estimates, RE: Revised Estimates (as per Interim Budget), PA: Provisional Actual

The accounts from above table. Direct taxes have adult by 13.4 per cent remaining to enhanced
concert of shared tax. Still, indirect taxes have fall little of financial plan approximation by
concerning 16 per cent. This is mainly due to the shortfall in GST revenuesl. The GST
collection is up till now to steady and some

change boast be passed not at abode next decisions of the GST association for the period of the
course of the year. These changes, put in the ground alia, relate to speed rationalisation for
goods and services, change in the doorstep restrictions and exemption

Decided.
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Composition of Gross Tax Revenue

2018-19 PA

® Corporate Tax

m Taxes on income other than
Corporate tax

= Customs
® Union Excise Duties

HGST

2018-19 BE

Source: Union Budget Documents & CGA
BE: Budget Estimates, PA: Provisional Actual

however to hand have be improvement in tax to GDP ratio more the last six expected days
GTR as a proportion of GDP has decline by 0.3 fraction point in 2018-19 PA over 2017-18.
Not direct dues have fall by 0.4 proportion point of GDP first and foremost due to deficit in
GST collection. This has be partially counterbalance by 0.1 fraction points add to in straight
taxes. trend in main duty in family member to GDP display in Figure 4 demonstrate that total
admission money on or after business tax have significantly enhanced in 2018-19 PA.
Improved tax management, widen of TDS approved in excess of the natural life, anti-tax
avoidance measures and augment in efficient tax payers base have contribute to direct duty
resilience. widen of tax base owed to amplify in the integer of indirect tax filers in the GST
regime has also led to improved tax buoyancy. Going forward, sustaining improvement in tax

collection will depend on the revenue buoyancy of GST.
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Taxes as per cent of GDP
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Source: Union Budget Documents & CGA
BE: Budget Estimates, PA: Provisional Actuals
CIT=Corporate tax, TOI=Taxes on Income other than Corp. Tax, UED=Union Excise duties,

ST=Service Tax, GST=Goods & Service Tax
examination of straight due gate show to a momentous slice of due together be reimbursement
each year As per cent of hysterically tax anthology, refund include turn down after 2016-17.
Important reduction in pendency of from first to last recompense as well as renown of

assessment plausibly explain the partiality in recompense more than the last few years.
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Source: Union Budget Documents & CGA
PA: Provisional Actuals
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Main method announces for straight toll in financial plan 2018-19 and 2019-20 (provisional

finances).
Non-Tax income

Non-tax income consists mostly of attention total admission money on loan to States and
Union Territories, dividend and income from Public Sector enterprise counting excess of
Reserve Bank of India transferred to GOI, and outside grant and total admission money for
services provided by the innermost administration. These military embrace economic services
like exchange, denomination and imprint, common services such as Public Service assignment
and police force, social services like teaching and fitness, and financial forces like irrigation,
transport and message. The financial statements for 2018-19 envisage age group of "2.45 lakh
core of non-tax income, 27.2 per cent advanced than 2017-18, of which approximately one-
third of the augment is attributable to dividends and income (refer to Table 3). Non-tax income
constitutes about 1.3 per cent of GDP in 2018-109.

As per the temporary real info for 2018-19, gate from non-tax income contain exceed the
financial diagram approximation. Table 3 show to greater than previous to sympathetic as of

bonus and profits has counterbalance small decline in its previous mechanism.
Non-Debt possessions income

Non-debt resources takings primarily consist of healing of loan and advance, and
disinvestment take. The divide up and doing of revival of loan have decline in excess of the
years next disintermediation of finance piece of inner aid to state resultant to the advice of the
Twelfth economics duty, and state certified to have a loan of nonstop from the marketplace.
The financial statements for 2018-19 have envisaged age bracket of "0.92 lake corer of non-
debt funds take, comprise "0.12 lake corer of recuperation of loan and advance, and "0.80 lake
corer of disinvestment gate. As touching this, "1.03 lake corer of non-debt resources earnings

as well as "0.85 lake corer as of disinvestment, as for each makeshift definite
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Trend in Non-tax income

2014-  2015-  2016-  2017- 2018-  2018- 2018-19

15 16 17 18 19BE 19RE PA

(in " lakh crore)

Interest receipts 0.22 0.24 0.25 0.16 0.14 0.15 0.12 0.13

Dividends & 0.90 0.90 1.12 1.23 0.91 1.07 1.19 1.13

Profits

External Grants 0.04 0.02 0.02 0.01 0.04 0.03 0.01 0.01

Others 0.83 0.83 1.12 1.32 0.84 1.20 1.13 1.19

Non-tax Revenue 1.99 1.98 2.51 2.73 1.93 2.45 2.45 2.46

Source: Union Budget Documents & CGA
BE: Budget Estimates, RE: Revised Estimates (as per Interim Budget), PA: Provisional Actua

From the table, have been realised throughout 2018-19. The particulars of disinvestment
through 2018-19 and original initiative organism undertake by the Department of Investment
and Public Asset Management (DIPAM).

The excellence of spending reflect in the split of capital spending in sum spending have better
in 2018-19 PA in excess of 2017-18 (refer to below diagram). As a quantity of GDP, together
funds outgoings and non-defence funds outgoings roll a climb of 0.1 take point in 2018-19 PA

(refer to Figure 6A). extension in money payments

Income and resources spending as
per cent of sum outgoings
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Source: Union Budget Documents & CGA
PA: Provisional Actuals

Going on top of roads, railways and others have been meeting by negative compromise
resistance resources outgoings. within fact, funds expenditure of office of through road carry
and highway and office of Railways has record striking augmentation of 33 per cent and 22
per cent, in that order, in 2018-19 PA above 2017-18.

Income & assets expenses as per cent of GDP
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Source: Union Budget Documents & CGA
PA: Provisional Actuals

Masterpiece of expenses in 2018-19 RE

® Salaries (pay & allowances)
® Pensions

¥ interest payment

H Total subsidies

H Defence Exp.

¥ Non-Defence Capital Exp.
uCSS

" Others
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Source: Union Budget Documents
RE: Revised Estimates (as per Interim Budget)

The augmentation in income expenses in 2018-19 PA despite the fact that moderate has be
lead by salary, pension and concentration outflow (from above diagram). Key subsidy
comprise Groceries, fertiliser and fuel have recurrent their down inclination and include extra
decline by 0.1 percentage tip of GDP in 2018-19 PA above 2017-18.

Items 2013-14 | 2014-15  2015-16 | 2016-17 | 2017-18 | 2018-19 | 2018-19 2018-19

BE RE | PA
(in " lakh crore)

a. Salaries (pay & 1.18 1.34 1.45 1.77 1.94 2.02 2.18 2.18x

allowances)

b. Pensions 0.75 0.94 0.97 1.31 1.46 1.68 1.67 1.60

c. Interest payment 3.74 4.02 4.42 4.81 5.29 5.76 5.88 5.83

d. Major subsidies* 2.45 2.49 2.42 2.04 1.91 2.64 2.66 1.97

Main objects of income expenses

Source: Union Budget Documents & CGA

BE: Budget Estimates, RE: Revised Estimates (as per Interim Budget), PA: Provisional
Actuals *Major subsidies here include food, fertilizer and petroleum subsidies.
#2018-19 RE as per Interim Budget

main objects of income expenses as per cent of GDP

Interest payment Major subsidies* SAL+PEN
35 —33 32 T 32 3.1 31 31
3.0 T
2.5
2.0 2.2 2.0 2.0 2.0 2.0
15 1.7 38| 18
e
J ey 1.3
P~ 1.1 1.0

1.0,
0.5
0.0

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 PA

Page |10531 Copyright © 2019Authors



Our Heritage

Source: Union Budget Documents & CGA
PA : Provisional Actuals, SAL: Salary, PEN: Pensions

| *Major subsidies here include food, fertilizer and petroleum subsidies.

SAL for 2018-19 PA is 2018-1

Development in main mechanism of income expenses
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Revenue Expenditure,

(in per cent)

10.3 6.9 4.8 9.9 111 14.0 13.9 6.9
of which
a. Salaries (pay & 89 136 7.9 22.6 9.2 44 12.7 12.7
allowances)
b. Pensions 7.8 25.0 3.4 35.8 109 15.6 14.3 9.9
C. Interest payment 19.5 7.5 9.7 8.8 10.0 8.9 111 10.2
d. Major subsidies* -1.1 1.8 29 -156 -6.3 38.3 39.2 3.1

Source: Union Budget Documents & CGA
BE: Budget Estimates, RE: Revised Estimates (as per Interim Budget), PA: Provisional Actuals

*Major subsidies here include food, fertilizer and petroleum subsidies, # growth over 2017-18

Main subsidy as per cent of GDP
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Food Subsidy Fertilizer Subsidy Petroleum Subsidy!

Source: Union Budget Documents & CGA

BE: Budget Estimates, PA: Provisional Actuals
*Major subsidies here include food, fertilizer and petroleum subsidies.
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Change in main components of income expenses
In 2018-19 PA in surplus of 2013-014 as per cent of GDP

0.3 0.2
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.
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047 ||
||
]
L]
0.7 -0.6
Salaries (pay, Pensions Interest Food subsidy | Fertilizer Petroleum
& payment subsidy subsidy
allowances)#

Source: Union Budget Documents & CGA
PA: Provisional Actual, #2018-19 RE number (as per Interim Budget)

Throughout 2013-14 to 2018-19 PA, the sum budgetary spending of the middle administration
have decline by 1.7 proportion point of GDP (from the above table). Income spending decline
by 1.6 percentage points and assets payments by 0.1 percentage point. Shape 10 shows that
more than two-thirds of the economic room shaped by density of income spending is on
description of decrease in fare, fertiliser and oil subsidy. This is an ending of turn down in
universal rudimentary price, decontrol of price and well again target all the way through
express endorse transport of subsidy. The current outgoings trends show superior outgoings
eminence, with funds expenses as a quantity of GDP, going up by virtually 0.1 fraction points
in 2018-19 PA over 2017-18. Not together from budgetary expenses, Extra Budgetary
possessions (EBP) have also been mobilised to investment communications speculation since
2016-17. Administration has raised EBRs of "88,452 core during three years from 2016-17 to
2018-19.
Transfer to States

Transfer of funds to States comprise fundamentally of three mechanisms: share of States in
Central taxes devolve to the States, Finance Commission Grants, and Centrally Sponsored
Schemes (CSS), and other transfers. Till 2013-14, funds for CSS were routed through two

channels, the Consolidated Funds of the States and in a straight line to the State implementing
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agencies. In 2014-15, direct transfers to State implement agency were discontinue and all
transfer to States together with for the CSS were running scared through the Consolidated
Funds of the States. One more important growth has been award of the Fourteenth Finance
Commission to devolve 42 per cent of the isolatable puddle of taxes to the States, up from 32

per cent previous.

Together in total terms, and as a proportion of GDP, total transfer to States has risen between
2014-15 and 2018-19 RE Total transfers to States have risen by 1.2 percentage points of GDP
over this period.

Innermost administration debit

Total liability of the Central Government comprise debt slender alongside
Transfer to States (as per cent of GDP)

7.0 6.3 6.6
60 5.4 20
- — - T 18
50 = CSS and Other
2.2 0.5 0.6 Transfers
40 —— E— Finance Commission
' - EE Grants
3.0_ 0.5 = = Devolution of States'
 mE  EE share in axes
- = . States
1.0 I I
I I I
JE BEE BN 2|
2014-15 2017-18 2018-19 RE

Source: Department of Expenditure
RE: Revised Estimates (as per Interim Budget)

Country assets
The State budgets prolonged significantly in 2017-18 RE over 2016-17 on explanation of

augment in income spending. Principal outgoings consist of capital spend and loan and

advance by the State Governments. The loan and
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Advance by the State Governments decline sharply in 2017-18 RE in the red to decrease in
loan and advance by States for power project and foodstuff storage space and warehousing.
On the income facade, States own tax and non-tax proceeds show healthy expansion in 2017-
18 RE which is envisage to be maintain in 2018-19 BE .

Fiscal Indicators of States (combined)

Items 2011-12) 2012-13 2013-14, 2014-15 2015-16/| 2016-17 2017-18 2018-19
RE BE
(in " lakh crore)
Own Tax profits 5.6 6.5 7.1 7.8 8.5 9.1 10.5 12.0
(17.4) (8.8) (9.4) (8.7) (7.8)| (@15.1)] (142)
Own Non tax 1.0 1.2 1.3 14 1.5 1.7 1.9 2.2
profits

(18.3) (13.0)  (84) | (6.9) (103)| (148) (15.6)

27.8

Expenditure

(14.6) (12.0) (18.7) (12.3) (13.5) (20.7) | (10.5)
Capital 2.1 2.2 2.4 3.0 4.2 51 5.1 5.8
Expenditure

(6.2) (9.6) (23.3) (40.5) (20.4) (-0.1) | (12.9)
Total Expenditure 12.8 145 16.2 19.4 22.6 26.0 30.3 33.6
(13.2) (11.6) (19.4) (16.7) (14.8) (16.6) | (10.9)

Source: RBI State Finances: A Study of Budgets, RE : Revised Estimates, BE : Budget Estimates
Numbers in parenthesis are growth r
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Opinion

The impending year determination facade numerous challenge on the financial frontage.
Initially, there are apprehensions of slow of expansion, which will encompass implication for
proceeds collection. Secondly, the fiscal year 2018-19 has wrecked with deficit in GST
collections. Consequently, income optimism of GST will be entering to enhanced supply
location of together innermost and State Governments. Thirdly, capital for now prolonged
Pradhan Mantri Kisan Samman Nidhi (PM-KISAN)

And Ayushmaan Bharat, as glowing as new-fangled initiative of the new administration,
will have to be establish lacking compromise the economic shortfall target as per the revise
move smoothly path. Fourthly, US sanction on oil introduce from Iran is likely to have
collision on oil price and in that way on the fuel subsidy, apart from implication for existing
description balance. Ultimately, Fifteenth Finance assignment will surrender its account for
after that five years commencement April 2020. Its suggestion particularly on tax

decentralization will include method for Personal administration money.
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