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Speaker Sir,

I rise to present the Budget Estimates of the Government
of Arunachal Pradesh for the financial year 2010-11, along with
the Supplementary Demands for Grants for the current financial
year 2009-10.

With the growing support from the Central Government
and various reforms initiated by the State, we have increased
the pace of the development in all sectors. However, with this,
my responsibility as Financé Minister has increased manifold.
This is my maiden budget as Finance Minister of the State and |
am confident that | would deliver my best with the guidance from
Hon’ble Chief Minister and the cooperation from my cabinet
colleagues and the members of this August House.

The current financial year has been one of numerous
preoccupations, as well as of several significant developments
for the State. Elections to the Lok Sabha were held in the month
of April 2009, and elections to the Legislative Assembly of the ,
State were held in October, 2009. '

Financial Position

I am happy to inform this August House that with the
continued efforts made by this Government, the State’s economy
has started looking up. During the 10" Plan Period 2002-07, the
annual average growth rate of Gross State Domestic Product
(GSDP) was 6.22 per cent. The GSDP of the State during
2007-08 & 2008-09 was estimated at Rs. 4007 crore and at
Rs. 4520 crore at current prices respectively. The growth rate in
GSDP at current prices in 2007-08 was 12.81% and in 2008-09
it was 12.80% respectively which is much higher than the earlier
period.



Sixth Pay Commission

The State Government faced the enormous challenge of
implementation of recommendations of 6" Central Pay
Commission package for the employees of the State Government
along with arrears. Since, last several months the State
Government under the guidance of our Chief Minister worked
day and night to find out the ways to ensure that the benefits are
passed on to the State Government employees. Our Chief
Minister passionately appealed to all higher authorities for
providing some relief to the State Government so that it can
implement the Pay Commission package with arrears. The entire
Finance and planning team burnt midnight oil to prepare
voluminous documents to support this task. Due to the persistent
efforts of the State Government and granting of long-term interest
free advance of Rs. 300 crore by the Central Government, we
have now fulfilled our promises made to the State Government
employees within the time schedule. We have also recently
enhanced the rate of Dearness Allowance (DA) by 5 % at par
with the Central Government employees.

Thirteenth Finance Commission

One of the significant events in this financial year was the
award of the 13" Finance Commission. The Finance
Commission recommends the statutory transfer of funds from
the Centre to the States for a period of five years. The award of
the 12" Finance Commission comes to a close this financial
year and from the next financial year (2010-11) onwards, the
statutory transfer of funds from the Centre to the States will be as
per the award of the 13" Finance Commission. In order to hear
the views of the State Government directly, the 13" Finance
Commission team had visited the State. The State Government
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made a detailed presentation to the 13" Finance Commission,
to supplement the memorandum it had already submitted. The
13" Finance Commission also interacted with a wide range of
political parties, trade, business and industrial associations, and
representatives of local bodies and Panchayati Raj Institutions.
The 13" Finance Commission appreciated the problems and
difficulties of the State, and its unique circumstances.-

My Department officers worked very hard for compiling
information and preparing memorandum for the 13* Finance
Commission. These efforts were further strengthened by excellent
field visits. The 13" Finance Commission has written a letter to
Chief Secretary congratulating the tremendous efforts of the entire
Finance Team. | would like to tell this August House that we
received very limited award from the previous Finance
Commission as compared to our requirements and also in
comparison with other North-Eastern States. However, | am
pleased to inform that we have been able to secure very optimum
award from the Thirteenth Finance Commission, which willgo a
long way in tying up our non-plan revenue gap for the period of
2010 to 2015.

Resource Mobilization

We are conscious of the need to increase tax and non-
tax revenues within the State so as to improve the fiscal situation
of the State. The own tax and non-tax revenues have increased
over the years in spite of very limited taxable capacity and
potential. VAT has been introduced in the State w.e f. 1st April,
2005 and since then revenue from VAT has increased many
times. Tax & Excise department will be now installing CCTV
cameras and electronic weighbridges at border check-gates to
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check leakages, in addition to strengthening of border facilitation
centres. E-payment of taxes will also soon be introduced to
facilitate easy payment of VAT.

Similarly Geology & Mining, Forest and Lotteries are
another important sources of revenue. The whole lotteries
administration is being revamped to unlock the higher revenue
potential in this sector.

At this juncture, it would be pertinent to highlight that the
gap between haves and have-nots has significantly increased
over the years. The Government is contemplating levying tax on
property not only in the interest of equity but also for revenue
mobilization for the State. Property tax will ultimately be passed
on to municipalities, when they are set up. In fact levying of
property tax is a mandatory reform to avail funding under
JNNURM scheme in future.

However lot more needs to be done. To augment State’s

resources, the State Government has set up a committee to find * .

out avenues and mechanisms of additional resource mobilization.
Debt liabilities

The issue of debt liability is crucial for sound fiscal health
of the State. Over the years the debt liability of the State had
become very high at Rs. 3123.50 crore. The debt to GSDP ratio
of Arunachal Pradesh is second highest in the country in
percentage terms after Mizoram. The State initiated several
reforms over the years to tackle this problem. Firstly, we put a
statutory cap on our borrowings by enacting the Fiscal
Responsibility & Budget Management (FRBM) Act. Secondly,
we have got up a Consolidated Sinking Fund (CSF) for
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redemption of debts of all kinds, when they mature or fall due for
repayment at future dates. The fund is being maintained with RBI
outside consolidated Fund of the State. The existing amount of
this fund is Rs. 73.90 crore. Further, | am happy to inform this
august house that we had requested the 13" FC to waive off
portion of loans given by Central Government Ministries and 13"
FC has waived Rs. 53 crore of Central Loans administered by
Ministries other than Ministry of Finance as well as provided
interest relief of Rs.12.71 crore on National Small Savings Fund
(NSSF) loans over next 5 years.

These remarkable achievements of the State Government
were made possible by your co-operation. Hon’ble Speaker Sir,
and the Hon’ble Members, with your continued support and co-
operation, | hope to maintain this trend of fiscal consolidation
and improvement in the next financial year (2010-11).

Goods & Service Tax

The Goods and Service Tax (GST) is likely to be
introduced from April, 2011. | would like to inform the Hon'ble
Members that an Empowered Committee of the State Finance
Ministers had been asked to work towards introduction of Goods
and Service Tax (GST) in India. The Empowered Committee has
been holding meetings and discussions on working out a model
of GST suitable for our country. Arunachal Pradesh has also been
associated in the process. The Goods and Service Tax will be a
single tax in place of many taxes being levied by both Central
and State Governments at present. The major taxes that will
be subsumed in GST will be Excise Duty, CENVAT and
Services Tax levied by Central Government and VAT levied
by State Government.
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The purpose of introducing GST is to have uniformity in
tax laws, procedures and rates throughout the country. Introduction
of GST will enable State Governments to levy tax on services
which is the fastest growing segment of our economy. Introduction
of GST will also enable business to claim input tax credit on taxes
paid on both goods and services and will make them competitive.

The 13" Finance Commission has committed to
compensate the States for revenue loss, if any, after
implementation of GST, subject to following the design and
operational modalities of GST suggested by it within the
implementation schedule of the award period along with
prescribed disincentives for non-compliance both by Centre and
States.

Reforms

With active support from my esteemed colleagues we will
be initiating many reforms in the government processes. We will
expand the process of computerization of treasuries to include
all districts to strengthen the internal checks and balances.
Henceforth the establishment related expenses of all govemment
offices both at State and district level will compulsorily be through
treasuries.

Government of India has initiated a project for creation of
a biometric-based unique identity for all residents of the country
in order to improve selection of beneficiaries for various
development schemes and to eliminate duplicate entries. The
initiative to provide unique IDs has the potential to significantly
improve the governance and delivery framework of public
services while substantially reducing transaction cost, leakages
and frauds. | propose to provide Rs. 3.60 crore forimplementation
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of this project in our State and also to improve statistical system
at State and District level from 13" Finance Commission grants
in the next financial year.

Focus areas

- Atthis juncture, it would be pertinent to stress upon the
importance of development of border areas. Arunachal Pradesh
has large international border of 1863 km with China, Myanmar
and Bhutan. People residing in border areas are in vicious cycle
of under-development and isolation due to their remoteness and
rugged terrain. Our government has upgraded many
administrative circles especially in border areas to Deputy
Commissioner and Additional Deputy Commissioner (ADC)
headquarters, to improve and increase the reach of
administration and development in these areas. We will now be
providing Rs. 75 crore for development of these new administrative
centers over next 5 years by mechanism of Thirteenth Flnance
Commission grants. '

Many of our administrative officers in the field do not have
vehicles, which affect their mobility. The State Government has
decided that all Civil/Police Officers of appropriate level will be
provided vehicles for office use at 75% subsidy and 25% of the
remaining amount will be given as interest free loan to be
recovered over next 6 years after which the vehicle will become
private vehicle of the officer. Along with vehicle other allowances
for POL, maintenance and contractual/contingency driver would
be given to each officer, wherever required. District Administration
department will be coming out with detailed guidelines in this
regard.
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Arunachal Pradesh is affected by insurgency in Tirap and
Changlang districts since last one decade in addition to other
problem like border disputes with Assam, etc. To strengthen law
enforcement and public security we will be significantly raising
allocation for construction of police stations with lock-ups, further
development of prisons and other related infrastructure in a
phased manner. The number of policemen per square kms in
Arunachal Pradesh is very low compared to national average.
We are aware of this and hence we have already raised three
IRBNs and by next year we will raise the fourth IRBN also. | am
also happy to announce the first battalion of Arunachal Scouts
will be raised in next financial year. In addition, in line with our
commitment to strengthen WT stations, the cabinet has recently
approved creation of 84 posts to man various WT stations across
the State.

Along with roads the suspension bridges are vital for
connectivity in hilly and remote areas of the State. Many of
these suspension bridges have outlived their life-period and
needs renovation or replacement. The State Government
will be renovating 81 such suspension bridges in a phased
manner and suitable allocation would be made in this
regard.

Under the Pradhan Mantri Gram Sadak Yojana (PMGSY),
we have so far connected 438 habitations and remaining
habitations will be covered in a phased manner under the Prime
Minister’s package. Along with roads, a robust network of power
distribution lines is equally vital for development. Under the Rajiv
Gandhi Grameen Vidyutikaran Yojana (RGGVY), the aim is to
provide electricity connections to all the villages and rural
households.
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Universal access to health care is essential for balanced
development. The promotion of health is a vital public good and
a basic human right. The health of the people of the State
contributes significantly to economic growth. Hence, to improve
the health scenario in the State, the existing infrastructure has to
be regularly strengthened. Our major thrust will be consolidation
of District Hospital, Community Health Centers, Primary Health
Centers and Sub—Centers across the State. In this endeavor we
will be providing Rs. 50 crore over next five years under Thirteenth
Finance Commission grants in addition to normal funds available
under plan and non-plan side in this sector.

Many people from the State visit outside the State for
treatment of various diseases. People in the non-government
sector don't have any kind of medical advance or reimbursement
facility. The State Government has decided that for treatment of
terminal diseases related to heart, liver, kidney and cancer, the
State Government will provide up to Rs. 25,000 assistance to
citizens who are neither government servants nor their family
members. Health department will be coming out with detailed
guidelines in this regard.

The Government is committed for universalisation of
elementary education and development of Secondary and
Higher and Technical Education during 11 Five Year Plan. A
beginning has already been made with the Sarva Shiksha
Abhiyan (SSA) and we will soon have an Education Policy to
streamline the education administration. The State Government
will be providing Rs. 24 crore over next five years over and
above existing funds under plan, non-plan and SSA to the
Education sector in the light of State’s higher responsibilities in
education sector due to ensuing bill in Parliament for Right to
Education.



