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MEDIUM TERM FISCAL POLICY STATEMENT

A. FISCAL INDICATORS — ROLLING TARGETS

Targets for next
o | 200809 | 2008-09 | 2009-10 Two Years
S1. 2007-'08 .
No. Item (Actuals) (Budget (R@Vlsed (Budget
Estimates) | Estimates) | Estimates) 2010-'11 | 201112
(Proj) (Proj)

1 | Revenue Deficit (-) / 3.85 4.86 6.27 4.16 6.39 6.84
Surplus (+) as per
centage
of GSDP

2 | Fiscal Deficit as 11.48 345 9.75 9.64 3.39 3.36
per centage of GSDP *

3 | Total outstanding 89.76 84.89 86.01 78.95 73.88 69.32
Liabilities as per
centage
of GSDP

4 | Total outstanding 150.14 145.80 121.26 111.94 107.71 106.41
Liabilities as a per
centage
of Total Revenue
Receipt (TRR)

5 | Interest Payments as a 10.20 9.16 8.49 7.79 8.44 8.31
per centage of Total
Revenue Receipts
(TRR)

Notes:

N =

GSDP is the Gross State Domestic Product at factor cost at current market prices
For the purpose of estimating Fiscal Deficit as a percentage of GSDP, the time

series data on GSDP projected by the Twelfth Finance Commission is taken into

account.




1. With the enactment of the Mizoram Fiscal Responsibility and Budget
Management Act in 2006-07, the State finance has been guided by the principles of
fiscal management as contained in the Act. Since the Act came into force at the time
when the State Government had been awarded generously by the Twelfth Finance
Commission, the FISCAL CORRECTION PATH so drawn up for achieving the fiscal
management targets set out by the Act appears to be within reach of the Government.
However, when practically guided by the FRBM guideposts, achieving the targets in
numerical terms is not such easy and it involves a series of interlinking budgetary and
fiscal operations and requires tightening of the fiscal belt of the State. In the year of
enactment of the FRBM Act in 2006-07, the revenue surplus 1s Rs. 251.66 crore and
fiscal deficit is Rs. 191.03 crore which is 5.37 per cent of GSDP. The year 2007-08,
however presented a severe deviation from the path of fiscal correction in that the
revenue surplus went down to Rs. 131.35 crore and at the same time the fiscal deficit
went up to as high as Rs. 391.49 crore which is 9.91 per cent of GSDP. The
deterioration of the fiscal position was partly attributed to non-booking of receipts
from the Government of India.

2. The year 2008-09 did not present the fiscal position any better till the Revised
Estimates. Even though the Budget Estimates put the fiscal deficit at Rs. 131.49 crore
only, the Revised Estimates put the number to as high as Rs. 371.51 crore which is
8.48 per cent of GSDP. However, the Pre-Actual figures for 2008-09 as available in
the Civil Accounts for March (Supplementary), 2009 showed a very good fiscal
indicators as the revenue surplus was placed at Rs. 331.13 crore and fiscal deficit is a
mere Rs. 102.59 crore which is 2.34 per cent of GSDP. One reason for relatively
better fiscal position is booking of receipts for the year 2007-08 in the accounts of
2008-09.

3. Even with the favourable fiscal indicators, the State’s finance received shocks
during 2008-09 due to two main factors. One is the reduction in the devolution of
Central Share of Taxes much below the budgeted level. While the budgeted amount of
Share in Central Taxes i1s Rs. 427.81 crore, the actual amount devolved is only
Rs. 383.39 crore as per the Pre-actual figure of the Accountant General for March
(Supplementary), 2009 with reduction of Rs. 44.42 crore. Second reason is the huge
expenditure incurred by the State Government as subsidies towards purchase of rice at
economic cost. The total expenditure of the Government on account of food subsidy
was estimated at Rs. 85.33 crore in the Revised Estimates for 2008-09. The Pre-
Actual for 2008-09 put the figure for unrecovered cost of rice at Rs. 74.45 crore. It is
gratifying that the State finance presented good indicators even despite the fiscal
shocks iterated above.

4, The State Government has been getting the benefits in terms of Debt
Consolidation and Relief Facility (DCRF) in the form of loan consolidation,
repayment relief and debt write-off from the Government of India. This has positively
impacted the State finance in generating fiscal space in the form of lower repayment
of loans, reduction of interest payments and write-off of loan repayments. However,
some areas of concern relating to fiscal correction remains which will have to be
properly addressed towards the process of fiscal consolidation. Such concerns mainly






