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CM highlights slowdownin
industrial growth, low capex

Fadnavis hopes state to be.a trillion dollar economy with higher central funds in.near future

Sanjay Jog -
saniay.jog@dnaindia.net‘

Even though Maharashtraisa :
premier state: in ‘terms of

gross state domestic product
(GSDP), it continues to face
four major challenges — rain-
fed agriculture compounded

by climate change, balanced

regional development, fast-
growing urbanization and
management of increasing

revenue deficit. Besides, there .

has been a slow down in indus-
trial growth between 2015:16
and 2017-18 due to dip in min-
ing and quarry sector, electric-
ity, gas, water supply, and oth-
er utility services.
The share of capital ex-
- penditure has almost halved to
11 per cent in 2018-19 from 24

per cent in 2008-09 because of -

substantial grants made avail-
able to urban local bodies and
panchayati raj institutions.
Even though this expenditure
is reflected in the state govern-
ment’s accounts as revenue
expenditure, it does not result
in the creation of capital as-
sets in Maharashtra.

Apart from this, the share
of total receipts compared to
gross state domestic product
(GSDP) has been on a declin-
ing trend and it has come
down to 12.3 per cent in 2017-18
from 14.9 per cent in 2005-06.
The growth in receiptshas not

kept pace with the economic *

growth of the state because
the tax on services was under
the ambit of the central gov-
ernment. {
These concerns were high-
lighted by the state chief min-
ister Devendra Fadnavis in his
presentation to the 15th Fi-
nance Commission (FC) head-
ed by former revenue secre-
tary NK Singh.
Fadnavis however, -hoped
that the state government will
\be in a position toturn around

sahvamsmte aﬁestmsg St

2018 Time :215 pmio 3,00 pin.

15th Finance Commission chairman NK Singh addresses the med

Maha outhaysGuj in revenue receipt growth

DNA Correspondent
correspondent@dnaindia.net

Fifteenth Finance Commis-
sion chairman NK Singh on
Wednesday showered praise
on Maharashtra government
for higher revenue receipts
compared Gujarat, Karnata-
ka and Tamil Nadu. Singh af-
ter his meeting with chief
minister Devendra Fadnavis
said that state’s parameters
with regard to revenue and
fiscal deficits and debt to

with increased allocation of
resources from the FC and 2
slew of steps taken by itto deal
with the situation. “With the
increased support from the
central government, the state
will be able to achieve trillion
dollar economy assuming a
growth of 12 per cent in gross
state domestic product by 2024
25,” he noted. ¥

‘ Fadnavis further stated

55

«

gross state domestic product
(GSDP) are well within the
limit 1aid down by the 14th
Finance Commission and Fis-
cal Responsibility and Budget
Managenient Act. He, howev-
er, stressed that the state gov-

“ernment will need to step up

its efforts to increase capital
expenditure for the creation
of assets.

Singh told reporters that
Maharashtra’s revenue re-
ceipts have fallen to 11.05 per
cent in 2014-17 from 17.69 per

that | the FC needs to give
weight to new parameters like
urbanization; fiscal efficiency,

and green cover while devolut-

ing funds. “The changing eco-
nomic and population profile
of Maharashira needs to be
appropriately factored in any
pattern -of devolution. The
state will have to be incentiv-
ised adhering to the generally
accepted fiscal deficit norm,”

'-j'

ja regarding their visit to Mumbai on Wednesday

—pTl

cent in 2009-13..“This is not

Maharashtra specific. Its own
revenue receipts in 2017-18
have in fact increased by 13.80
per cent and own tax revenue

" by 13.40 per cent. The all-India

average with regard to reve-
nue receipts fell to 10.6 per
cent from 15.4 per cent. While
in Gujarat it came down to4.3
per cent from 26.3 per cent, in
Karnataka saw a decline from
20.7 per cent to 9 per cent in
the same period. However, in
the case of Tamil Nadu the fall

he said. : ¢
Fadnavis insisted that Ma-
harashtraneedstobe incentiv-
ised for taking steps in in-
creasing tree cover, especially
in non-forested lands. “The
government has proposed
weightage of 2.5 per cent for

this purpose,” he noted.
Chief Minister said Maha-

rashtra has a skewed with
Mumbai’s per capita income

SHARP DECLINE

® There has been a
slow down in industrial
- growth between 2015-16

and 2017-18 due to dip in
mining and quarry sector,
electricity, gas, water
supply, and other utility
services.

in 2018-19 from 24

per cent in 2008-09
because of substantial
grants made available
to urban local bodies
and panchayati raj
institutions

was quite sharp at 5.2 per cent
from 24.9 per cent,” he noted.
Singh’s clarification came
on a press release issued by
the Press Information of Bu-
reau (PIB) on its behalf last
Saturday. According to the
press release, the state’s reve-
nue receipts and own tax rev-
enue have fallen and the per-
centage of capital expenditure
to total expenditure has re-
mained between 11 and 12 dur-
ing 2013-17. % :
Full report on dnaindia.com

distorting the average Der
capita income of the state and
as a result, the state has re-
ceived lesser funds. “The gov-
ernment has urged the FC to
cut the abnormally high
weightage given to the income
distance criteria by the earlier
FCs. The government has pro-
posed weightage of not more
than 15 per centfor this crite-
rion in its current form.
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| SANDEEPASHAR
| MUMBAI, SEPTEMBER 19

| MAHARASHTRA
Wednesday demanded a
higher share for states from the
- divisible pool of central tax col-
lections. In an official memo-
randum submitted to the
Fifteenth Finance Commission,
the BJP government in the state
claimed that anincreased cen-
tral devolution, or a 50 per cent
share, would reduce the pres-
sure on the state’s finances and
the revenue deficit.
Based onrecommendations
of the previous commission,

| the Narendra Modi govern-

ment had earlier increased the
share of states in central tax

. collections to 42 per cent from

the previous level of 32 per
cent. But Maharashtra on
Wednesday argued that the net
gain to it due to the move was

' “immediately offset by a sharp

change in the centre: state

“ON

sharing formula in centrally
sponsored schemes and the
Centre’s discontinuance of
funds for some such schemes”.
The commission’s chairman N
K Singh revealed that other
states they visited also raised a
similar demand.

Contending further that the
proportion of surcharges and
cess levied by the Centre had
increased substantially since
2015-16 and that these now
form a sizeable part of the
taxes, Maharashtra has also de-
manded that “these should also
be a part of the divisible pool”.
It has further demanded that
states should also be given pro-
portionate share of the addi-
tional funds generated through
cesses and surcharges, spec-
trum sales, license fees, and dis-
investments, among other rev-
enues.

While the Maharashtra gov-
ernment has announced a goal
to become a $ 1 trillion econ-
omy by 2025, it has now sought

funds totalling Rs 80,102 crore
from the Centre to achieve the
target. "Based on current
trends, we'llreacha GSDP level
of Rs 55.2 lakh crore by 2024-
25 assuming a 12 per cent
growth for the period. Butas a
premier state, we'd like to in-
crease our contribution to the
national GDP and have taken
many crucial initiatives to help
the economy at a much faster
clip in the 2020-25 period. But
we need more fiscal space to
sustain and increase this
speed," the state's memoran-
dum states.

While the 14th Finance
Commission had shot down the
state's requests for state specific
and sectoral special grants,
Maharashtra on Wednesday
soughtaRs 25,000 crore special
grant for “reducing the develop-
ment deficit in the backward re-
gions of Vidarbha and
Marathwada” .Underlining the
importance of the Mumbai me-
tropolis as the country's eco-

nomic powerhouse, it further
demanded Rs 50,000 crore for
infrastructure growth in the re-
gion.

Chief Minister Devendra
Fadnavis said, "Mumbai is the
backbone of our economy. We
must strengthen the infrastruc-
ture in Mumbai. We need to ac-
knowlegde Mumbai's impor-
tance to the nation's GDP, and
Maharashtra's contribution as
the country's growth engine."

Apart from this, Maharashtra

has sought grants for improving
judicial infrastructure (Rs 1700
crore), forest/wildlife and green
cover (Rs 1177 cr), environment
conservation and management
(Rs 1400 cr), and preservation of
cultural heritage (Rs 825 cr).
Singh later said, "The com-
mission shares Maharashtra's
aspiration to become a trillion
dollar economy. We believe that
the state has seen sharp
progress in the last few years.”
Meanwhile, reiterating its
demand that performing states

% awants 50 per cent
share for states in central taxes

should not be penalised but re-
warded, the government sought
arevision in formula for tax de-
volution among the states:

“We feel that disproportion-
ate emphasis has been givento
equity parameters at the cost of
parameters that reward effi-
ciency, and hold a strong view
that the Commission should
give due weightage to both eq-
uity and efficiency parameters.”

Maharashtra has said that
the income distance criteria's
weightage should be lowered
from the current 50 per cent to
15 per cent, while suggesting
that the deprivation index of
states as per the latest Socio
Economic and Caste Census (15 ¢
per cent)and thelevel of urban-
isation (10 per cent)should also
be considered. It has agreed that
the 2011 population census be
considered, while arguing that
fiscal efficiency (7.5 per cent)

and tree cover (2.5per cent)
“should also be assessment pa
rameters. \
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| Faisal Malik
| « faisal.malik@hindustantimes.com
|

| MUMBAL Evenasthe15th Finance
Commission of India expressed

concern over the state’s capital
|

annual spending, the govern-
ment on Wednesday demanded
 more than%81,000croreasspecial
|grant from the commission,
| including 350,000 crorefor Mum-
ﬂ bai, 325,000 crore for Vidarbha

and Marathwadaand5,000crore
r for thematic schemes. Besides,

the state has also asked to
| increase devolution of funds to
50% from42%.

means the state’s spending on
| development works. Currently,
| the capital expenditure of the
stateisjust1% of thegross domes-
tic product (GDP). The commis-
| sionhas sugge: steditbeincreased
| by borrowing moremoney tocre-
atemore capital assets.

“In the meeting with the com-
mission on Wednesday, chief
| minister Devendra Fadnavis said
thestate canachieve one-trillion-
| dollareconomy by 2024-25,onlyif
itgetsenough financial support
,.w.oB Centreand goingby the cur-
' rentmethod, it willreachonly the
50% mark,” said asenior official
from state finance department,
privytothe development.

“Maharashtra must be cred-

ited as one of those states where

Finance panelsays Mah

enoughon

CAPITAL EXPENDITURE 1% O

,mxuosa.:ﬁ.m against the total

Capitalexpenditure generally -

devpt; CMask

i g !

Emmmo&amnnﬁméapiﬁmbaw
39 target laid down by Fiscal
Responsibility and Budgetary
Management Act (FRBM). In
relation tothe debtto GDP, Maha-
rashtra is well within the fiscal
parameters. Jtmeans, ithasfiscal
spaceleftfor capital expenditure,
which we encourage the state to
look for, bringing w,c&wdn.:ﬁ
between capital and revenue
expenditure,” said NK Singh,
chairman of the commission.
«We were promised that if we
look at the capital expenditure
made by many parastatals (gov-
ernmentundertakings), the capi-
tal expenditure figures are
increasing. The performance of

L ol

« CM Devendra Fadnavis with members of the 15th Finance Commissio

the state mo<m§5m5, on key
macrotargetsoffiscal deficit, pri-
mary deficit and debt to GDPis
verylaudableone,” he said.
UPS Madan, additional chief

secretary, finance department,.

said, “The state has consciously
kept capital expenditure of the
government undertakings sepa-
rate from the state’s budget by
adopting a system where they
will invest in urban infrastruc-
ture and state’s capital expendi-
ture willbe usedfor therestofthe
state. By addingcapital expendi-
ture ofboth, it will reach upto2%
of GDP.” v

The fresh observations of the
commissiorthavecome daysafter,

§

.= on Wednesd

ay.
it said the state growth rate and
revenue receipts are falling,
which createdaflutter. The com-
mission pointed out the growth
rateofstate’srevenue hadfallen
t0 11.05% in 2014-17 from 17.69%
from 2009-13. It also said the
state’s tax revenue declined to
8.16% in 2014-17 from 19.44% in
2009-13.

“The finance commission
doesn’t manipulate the figures.

The figures in the press release

came from arecent report of the
Account General of Maharash-
tra. Thefinancial pictureissome-
whatmisleading,astheselection ,
done by the Account General of
Maharashtrafor thefiscal years

anotspending
sfor 781-Kcr

F GDP Govt seeks 250K-cr for city; panel suggests

THE FIFTEENTH

borrowing to create assets

is sporadic. If you compare the

. revenue situation of Maharash-

tra with other states, itis much
better,” Singhsaid.

The finance commissionchair-
man said the state’s demand for
special grantsfor Mumbaiwillbe
considered anditwillbe reflected

‘initsfinal recommendations.

In its 70-page memorandum,

. the state said the states should

alsobegiven proportionate share

- oftheadditional funds generated

through cesses and surcharges,
spectrum, sales, licenses fees, dis-

~ investmentetc.

“For devolution of taxes
among states, we hold astrong -
view that thefinance commission
shouldgivedue weightage toboth
equity and efficiency parameters.
In the past, disproportionate
emphasis has been given to the

~ equity parameters at the costof

other relevant parameters that
rewards efficiency. This now

" wants correction,” said themem-

orandum.
Thestatehassuggestedanew
formulafor giving weightagefor
sharing devolution of funds. It
hassought 35% weightageonpop-

-ulation (2011 census), 15% on

area, 15% on income distance,
10% on urbanisation,7.5% onfis-
calefficiency,2.5% on tree cover ,
and the rest on deprivation of
families inrural areas, which
should be based on s0cCio-eco-
nomic caste census report. \
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Gujarat Samachar

: Finance commission now praises Maharashtra’s economy.
(Gujarati)
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The financial condition of the state is not bad: Sudhir

Sandesh Mungantiwar. :
(Gujarati) Mungantiwar Demand For Mumbai Special Fund From Finance *

Commission




