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India adapted FRBM Aet 2003
[ he basic aé/w Uves

‘ef(@a/‘/}y " te/‘—yme/‘a Lonal eya/fy "

f/&’a A /fmfﬂg/e/ﬂe/(t

O é/éw}(} /wy Lerm macroeconomic

@m@,



Fosulls s faﬁ not cloar %ef,

® 76;/?@&‘ dates /MJ’qﬁMea/ repea tedl, )
B /72/04}%; pise n the aff—/aa@at

actlimlies
‘/fjﬁ/%&é@/{@/m aboal the coercive allitude

® Soarch on fc’/‘ beller version



! s J’taafy adds to the debate

[he theme.

® Fiscal maluse a/e%ﬁ—/w ted and external caps e
wor ¢ do

® Correct the mstitalional weaknesses 0[/}‘1{’1/‘,
® /{/é% earlier at L‘e/f(/ﬂ s fa/%ea’
® fNoed ts &tﬁe@}fé@/{ FEBINA
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[he trends
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Need fm f/&’a a/ monitoring not Strong
i the 80s

® 2;%5 enp more or loss within the PRVCRULSE e balance

Primary balance

» % Devety /me/(b‘a/ effaﬁb‘@ as atbso needs af lhe

) wddniniStration = modest

-6%
o Carren ey covered /y reven

-10%

-12%

gaﬁ/‘w{&‘ balinces &a/‘/b/a&e@
Faflefed gore naiapbthl i



FY01l FY02 FY03 FY04 FY05 FYO0b FYO7 FY0S8 FYOS



fvya/m/é& 0f /ﬁ/a/(/(aa/ devt

® e desive faﬁ My/b/ awwuté with /&%M/ﬂ}(y
® Demand faﬁ éyée/é resources could be met w(Zy with

icwwu/}y&

®As /wy as borrowings frnanced Che oap exp, the

Situalion /f(a/m;/ea//e,

® ﬂ/ff/'aa/ty w%y when the carrent ey started a/m‘//}y
lhe /cwww}y&



y, /Wm/a& Live 06}0/'&2/ e/gﬁe/m%‘a/‘w

® Flanned ac;a/ta/ (nveStments nol a/wa%&’
/ﬁ/‘%/a& live, due o

&J’t OVer—~rans

M%’/y /0/‘/2’/0/2‘/252 Lon§
Other bottlonecks



Wrong nic of publlic - private seclors

o &;a/'b‘a/ e Stmenls no J’@}/{/f/& ant commercial or revenue
/e/(ef/&? Ly Uhe }W@M{/f(@/{b‘,

O Mot rnereased the taw bases o ease the need fw‘
faﬂ%e/‘ ﬁwww}y&

® Controllod Uoense /‘y éam/aaﬁea/ /W/bba le Seclor

/)bt &e/%/a/)(oq/ 2% m’s’/}gz and revenae //waé fe// Short
ﬁa&’a/t/}y ¢ @Meﬁ carrent a’ef/&/&‘,
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&;& Live /cww{//}y&

® Natinalized bantks, f/}m/(a/éz/ agencles the easy sources.

® Lubtie accounts and /0@/(@/2?4 fa/(a(f are wnder Che yaw/ﬁ/me/(t
A

® Lost aff/éa @aw}g«f - a/‘L‘/f/b/a/Zy atlractive 5/ lav S9pS,

® /B8 o f/&’ﬂ'@/‘#{/f(&/{lf f/kafw/&/ wStruments Lower L‘éemﬁy
amwaf}g/ oul

® Loeullant /}(aff/a/é/(t allocalion af 1eSOUrCes a/a/fr/ﬂe/(ac/ the
economie awwaté,



Leonomic Uberalization - sea aéa/g/a
® Lizence ray eased

® Fivate sector lberalized

® /@f/ea ted 1 éyée/‘ grow 7

® f/‘m&% in revenue base due to the [T
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Foliey designing institutions
® [he Constiitution

® ke Finance Commission

® ke Planning Commission

® [he Keserve bank of Indi



Monitoring institutions
® ﬁm/ﬁ troller and Auditor fa/(eﬁa/
® Fubtie Accounts Committee
® Letinates Committee



Constitution
® /) wision o’f revenae and exp powers /04 72 /
Not so cloar

50/(& werent bst — soarce af VAGUENESS

/00@&/3/%’&‘% 0f /}(f%/}yw{m s



Constitation

® Vortival imbalace - w/(&a/ba‘%y bullt

Not so w/éfzz‘/f/'a
® Articlos 292, 293 - faﬁ/‘ﬁaa//}y@

® Feovision faﬁ /Oaﬁ//&/f(e/(fa/y amb‘/‘ﬂg £ 5} Iz 5, A é 9574

® /Daﬁ//éz/f(a/w‘a/y control

/D#g, fg, FSU committees



KB/

® Controle the mone ta/y and /a/%/}y /00//b/é€
® Fovides acyb‘/}/e market fa/‘ agwwt /W/W//}(%

/eaa&)g/ o /keff/é/éfzb‘ use 00/ fw(c(?
® gfwmﬁy out

'/%/(e% crealion 18sue



A

® Surverllance powers / Articte 748 /
O Aecounting standards and procedures
® Mot so cloar J’t//'m/af/m

‘/Vo w/r(/ﬁa/f?/w( af cash or acerudl basis



Frnance Commission

® Acsessment of Central and State fiseal position
Mot a/wa%‘? wibrased

® oy devolution on the basis af f/(foa/ efﬁwé/{ay eriteria
but the wepht wnd importance inadequate

® /a assgnment /Maf/a/f( and &éa/‘/}y

® 74P includes macroeconomie @L‘a//%'z‘f sobalions
Kecommendations not am/ﬂmée/(@/be and not /wy—/a&lf/}y
More concerned aboat debt-write o/f@,



A /a/(/(/}y Commission

‘/Vab‘/b/(a/ w/fr/ﬁ/éaée/(&/bbe /ﬂ/a/(/(/}g/ process

Somewhat affw ted due fa@// fa/‘m%z
® Frgpect feasibitity studies

Forec asting errors
® firancral /%M/{/}gy/ essential,

No evidence af acouracy.



fvb‘ema/é /}rr/mc’ec{ FFPP

1ot first tie
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[he Lvolution: Che implieit

meentimzalion

® The (s horizontal &éa/c/}y critera /}m/aaﬁy f/&’a 4
eff/'ae/m/é/w%
® 70" [ use af Lay effaﬂ‘ /70%/

77% FC using tay effort (5%) and fiseal sedf
reliance / 7.5% /

®72% FC use af Lay affw‘t / /.5 %/ and //&m/
aﬁ'mb//}(e / 7.5% /



Deb f-/‘e//ef seheme

Linked ts

‘f/&’aa/ /ae/‘fa/wa/we / 70, 77F( g/
r = Kev ) Kev enp
/@//éf = / o=t 7 X a

* Digixvestment (70, 77FC)

® £ reduction /72[6)/



Debt-S: wap se feme

O Central loans (2004-5)

® Consolldating and reseheduling
® Loduced rates of interest



MTFR propran (77FC)

o Defioit prants (Art 275)

©75% withdrawn for defroit States

® Contre contributes +75% to lroentive fa/m/

® Codistributed to all States fa/‘ f/lf’a o/ /aeﬁfc?ﬁmaaae

Fiseal indloators - a’ef/o/'bj rev, e, /‘efo/‘/mf,

o Mof - J’/}y/a iwdieator, L



/{/éf fated

® ﬁ/{ﬂ/e/ parameler 1ol accep table
® 4{45/%’5% (o reduce L)

® [peentive fa/m/ size small

® gé’/f(/ﬁ/&v /Waoea/aﬁe
® ﬂef/}(/'f/éw 0f A
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India adgpted FRBMA 2003

® &Ke/ya/(a/‘a tional eyw’fy " f/&’a 4
/f(d/(af/é/fw/(f

® ficoal ‘s’a‘s’ta/}mi/%f
® /%Waw OHOm/C &taf/%'bjy

® //f(/ﬁmw t/‘a/@ﬂaﬁe/w%



Main fea Lares af FEBIA

® Numerical limits
Frsoal and revenue c/ef/a/&?
Debt ¢ 4@0 rat/o

® Lhocedural rables
Statement 0f MTFF
Statement af FES and

Wa&wwmm/& f/‘a/f(ewa/%,



Namerrcal Uit on f/&’a al balunces

® Eoduction af carrent a(ef/a/'t- ¢ DF ratio
by 0.5% per annum from 2004-5 to
reach zero /y 2008-9

® Keduction of frseal defieit-GDF ratio by
0.3% to reack a miniman af 3% /y
2008,



Limits on ;meb‘ /o’/‘/‘M/}y

® (uitial annual linit of 9% on debt-GDF ratio
lo be faﬁfée/‘ reduced if 7% in each year,

® /s /ﬂ/‘/‘ﬂéd/}gz f/‘m 5/
® it af 0.5% on the total }Wﬁt %«d/‘d/{f&%’,



}D /‘6’&61«/‘4/ /“a/&f".' /% 7— /[- /D statement

‘37%/6 /70 //}y ta/yet 0[0/‘ faa/o f/&’a al mdleators

CO /GDEF,

D /GDF,

[an revenue / 4&/0 ,

[otal outstanding labilities /GOF



/%&Mw OHOmIC f/‘a/f(ew/% statemenl

® Aesescsment af @amz/}m//%% af the

balance belween revenue M/ae{alf and

e,gﬁe/mfta/‘e,

Oassessment af f DE FD carrent
account babance 0f the BoF



Frocal /M//& 4 stalement

® Lollores on tavation e,gﬂe/mﬁ‘a/‘e, 2
fﬁ/‘/"ﬂ&w}(a&@ and other labitlties /e/(c@q/ and
imveStinent, prieing af administered yaaa(f and
services, Secarilies, a/(a/e/W/‘/'f/}(aq/ and guarantees

which have /Mte/(f/'a/ /aa?e L‘a/y /}f(/a//'aat/'w(@,

® Lyalualion how Che carrent /M//a/é&’ are I
w/{faﬁ/ﬂ/f% with the f/[fa al /f(a/(cye/f(efzb‘ /W/}(a{a/e@,



Frocal /M//& 4 stalement

® 4{5/@4-7%/4 bench-marks fw& assessig Lhe
Lrends i ﬁwefa e and agﬁe/{aﬁ‘aﬁa reln L‘/}g/
A ta/ye e and /aa?e&‘ estimales,

® $trq 6‘@}/& /0/‘/21/‘/2‘/@@ af the Central
&w/‘/m@/{t faﬁ e/(&a/‘/}y f/}(a/w/a/ year m Uhe
f/&’a al area



States’ tovel FEFs

® Alnost ol the States had to adopt PR foltowing the 72
rC

fiseal defeit of 3% of GSDF

Zero revenue a/ef/a/b‘ 5y 2008-09

%d/‘é (SSuance 0f guarantees b 7 per cent af ¢ DF
RKeduction of total liabilitics to 50 per cent of GUF:
Mo /cwww}y fmw the Koserve Bank af (nda,



FISCAL IRRESPONSIBIL|TY




S L‘/‘e/{f/ hs af the FEBMA

® gwa/ a/%z}/( m e with iternalional prac Lices
® /fe @L‘/‘e/yté les 1 the /Woaaaﬁmz/ rules

O Supplement the existivg constitutional
procedures governing budget processes,

O Sinitarities to those af advanced countries, -

New Lealuwnd LA and Canada



Fature due mstilational weaknesses

® Secause af certlam J%@L‘e/ﬂ/a faa/&‘@

® Some. inherent weaknesses af the e,v/ff’b‘/}y
wSlilutional stractures

® (nsuffieient coordination between different
institutions relevant fw‘ f/[fa af management,

O ther socir-callural fzw Lor<S,



Systemz faulls

oMo tine 0[/"4//(@ foﬁ faﬁw ast corrections
‘ﬁ/f(/@}«/'t/é@ i the aéf/}(/'b‘/'w( af vargets

® /Dﬂ«fb;ﬂﬂl(élﬂélf of the W@}/}m/ deadlines

® Ev/ﬂe/(aﬁ‘a/‘e propections — no Uransparency yet
® Awaff/b/é/(t recopnition af f/ﬁf& af risks

® Bas agamst framan a/we/a/me/nf e,gbe/(cél‘am



Systemz faulls

® s %z‘s’&/f/&alf/b/( af carrent and acy/z‘a/ &9&6/(0//3«/‘6
®/Lack af e/gﬁw{aft«/‘e rules and debt ta/yezf
® Apsence af wa//—c/ef/}(ea/ /ﬂe/(a/f/é& faﬁ /m/(—w/f(/ﬂ//éz/me

® Mc/&{y a/ef/}(ea/ escape clauses
® /My /}m/e/ae/(a/a/(b‘ assessment af statistiocal fw‘wa@f&



[ e ﬁyét way

® The problem with most of these fiscal

/%@M/{&/Z/%L‘% schemes é&/{aﬁa/ma af Lhe
istitutional set 4p

® Nope /ﬁaweﬁfa/ melhod would be Co remove
the istitutional impediments first and then
resort o external FEEs



[ fe /Maa/e/(t cholee

® Need fc’/‘ J’K/‘e/g/ Ké@/{/}gz Lhe mstilutions
or /ac%/}y faﬁ allernative

® Combining institutional strengtheniing
®And /%c//f%/}y B



1 WAS INCHARGE
QOF FISCAL
RESPONGIBILITY
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