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PREFACE

As per Twelfth Finance Commission recommendation, the Fiscal Responsibility
and Budget Management (FRBM) Act, 2008 came into force with effect from 30"
March, 2006 and the Fiscal Responsibility and Budget Management (FRBM) Rules,
2007 came into force with effect from 12" February, 2007. The Thirteenth Finance
Commission and Fourteenth Finance Commission also recommended continuing

enactment of FRBM in their award period too.

The Period of intense fiscal reforms and consolidation under the Twelfth
Finance Commission (FC-XII) regime has been replaced by the mandate of the
Thirteenth Finance Commission and Fourteenth Finance Commission which

recommended the roadmaps to further consolidate the processes of fiscal balance.

In compliance with the relevant provisions of the said Act and Rules, the State
Government is required to lay before the House of Legislature (1) Macro-Economic
FrameWork Statement, (2) Medium Term Fiscal Plan Statement and (3) Fiscal Plan
Strategy Statement, along with the Annual Financial Statement and the Demands for

Grants.

This document containing the three Statements referred to above, is therefore,
laid before the House of Legislature in compliance with the above statutory

requirements.

dededekk




l. MACRO-ECONOMIC FRAMEWORK STATEMENT:

The macro-economic framework statement is a mandatory statement of
disclosure under the Arunachal Pradesh Fiscal Responsibility and Budget
Management Act 2006. It requires the State Government to present an overview of
the economy along with an analysis of growth and sectoral composition of Gross
value added and an assessment of the State Government finances and future

prospects.

The Central Statistical Organization, Government of India shifted the base year
from 2004-05 to 2011-12 and issued guidelines to the states to revise the Estimates

with new base year basis.
A. OVERVIEW OF THE ECONOMY:

Sustained, high and broad-based growth is essential for economic
development and poverty alleviation. Economic growth requires creation of an eco
system which encourages private investment in primary, secondary and tertiary
sectors of economy, along with an expansion of public investment in creation of
assets. There are encouraging signs on both the growth and investment fronts in

recent years.

The State Economy grew at an average rate of 14.94 % from 2012-13 to 2016-
17 at current (2011-12) prices as against an all India average rate of 11.70 %. The
average growth rate of economy for the period 2015-16 and 2016-17 is 11.05 % as

against an all India average of 10.46%.

The GSDP at current (2011-12) prices for the year 2017-18 (A) is estimated at
T 24624.35 crore as against ¥ 22099.61 crore for 2016-17 reflecting a growth of
11.43% over the year 2016-17.

The primary sector remains the dominant contributor of the economy, followed

by the tertiary sector.



At Current Prices (In Percentage Share) At Constant Prices(In Percentage Share)

Year Primary | Secondary | Tertiary G(s E_lp Primary | Secondary | Tertiary GSDP
Sector Sector Sector lakh) Sector Sector Sector (X in lakh)

20(1;'1: 44.08 17.19 3873 | 1106269 | 44.08 17.19 3873 | 1106269
2°?R2;1 3| 4680 16.24 36.97 | 1254665 | 4525 16.53 3821 | 1120017
2°zgi14 4532 16.45 3823 | 1458106 | 4376 17.20 39.05 | 1233824
2°:;)'15 4372 21.91 3438 | 1793115 | 41.15 2378 3507 | 1437506
2°;P5)'1° 48.19 18.92 3280 | 2037343 | 4784 20.33 3183 | 1660821
”(13)'1 T | 4486 21.47 3367 | 2209961 | 44.87 22.47 3266 | 1743873
20(1 ;)-w asky 2167 3560 | 2462435 | 4244 23.13 3442 | 1882684

Sectoral percentage share at current prices

Sectoral percentage share at constant prices

W Primary

mSecondary & Tertairy

» - 4819

The Contribution of primary sector at current prices has slight decline from
44.08% in 2011-12(R) to 42.73 % in 2017-18(A) i.e. by 3.06% at current prices. GDSP
Constant prices, reveals a gradual decline in Primary sector from 44.08% in 2011-
12(R) to 42.44% in 2017-18(A) i.e. by 3.72% at constant prices. This gradually decline
at constant (2011-12(R)) prices reveal the fact that prices of primary products grew at

slower pace than the other two sectors.
Contribution of Secondary sector is marginally increased over this period.

Tertiary Sector, which contributed 38.73% in 2011-12, reduced its share to
35.60% in 2017-18 (A) at current prices and 34.42% in 2017-18(A) at constant price.

The sectoral composition of GSDP Growth at constant prices for 2017-18 was
highest in service Sector during 2017-18 at 13.62%, followed by Industry Sector
7.23% and Agriculture Sector i.e. 1.95 %. GSDP Growth at current prices was also



highest in Service Sector at. 17.65% during 2017-18 followed by Industry Sector
9.23% and Agriculture sector 7.01 %.

B. PROFILE OF GSDP:

At current prices, GSDP is estimated at T 2462435 lakhs in 2017-18 as against
T 1106269 lakhs in 2011-12 whereas at constant prices, GSDP is estimated at
< 1882684 lakhs in 2017-18. It reveals that the growth of GSDP during the years from
2011-12 to 2017-18 is 122.59 % at current prices and 70.19% at constant prices. In
2017-18, Net State Domestic Product (NSDP) is estimated at ¥ 2250113 lakhs at
current prices and I 1706158 lakhs at constant prices as against ¥ 1022946
lakhs in 2011-12. The growth of NSDP during the years from 2011-12 to 2017-18 is
119.97 % at current prices and 67 % at constant prices. Thus, there is a broad trend
of overall growth in the economy of Arunachal Pradesh.

Gross State Domestic Product by economic activity at constant (2011-12) prices

® in lakh)
— 2011-12 | 201213 | 2013-14 | 2014-15 | 2015-16 | 2016-17 2031;13
(R) (R) (R) (P) Q) (Q)

1. AGRICULTURE SECTOR 455505 | 472794 | 491472 | 541984 | 500780 | 484768 | 494227
1.1 Crops (Agriculture & 255815 | 281052 | 205749 | 303811 | 267588 | 207024 | 218738
Horticulture)
1.2 Livestock 29657 23953 31123 37765 38919 48892 | 42758
1.3 Forestry and logging 165510 | 163051 | 160038 | 194673 | 197524 | 222061 | 2264904
1.4 Fishing and aquaculture 4523 4738 4562 5735 5749 5891 6241

2. Mining and quarrying 2302 3261 : = 35021 .

3 Manufacturing 12900 | 14037 | 18285 | 64950 | 73790
4. Electricity, gas, water supply & 69130 | 70428 | 78503 | 96076 | 112548 | 118794

other utility services
5. Construction 100177 140966 | 174440 | 186283
- p 84643 | | 421197

da
Y 699700

260197 | 273089 | 278503
69977 | 767857 7722730
86181 | 108035

126879

59892 46755 60539 52886 48556 56827

restaurants

6.1. Trade & repair services 56921 44029 57863 49953 45468 53646 | 57071
6.2. Hotels & restaurants 2971 2726 2676 2933 3088 3181 | 3295
7. Transport, storage, 43461
communication & services related 23420 25073 29155 31121 36473 40411

to broadcasting

7.1. Railways 30 34 43 51 54 62 | 68

7.2. Road transport 12382 12375 14078 13786 16095 17982 | 18815

7.3. Water transport 0 0 0 0 0 0 0




13. Taxes on Products

155062

40644

161855

51961

156996

170394

76770

7.4. Air transport 0 0 0 0 0 0 0

7.5. Services incidental to transport 78 82 86 92 99 110 | 115

7.6. Storage 0 0 0 0 0 0

7.7. Communication & services 24462

riident 1 browdiomiion 10930 12582 14948 17192 20226 22257

8. Financial services 20884 21639 22758 24101 25668 26619 | 27822

9. Real estate, ownership of 38965

st & oviseninrial sarnioes 38261 39148 40330 37888 37305 38479

10. Public administration 135418 | 139107 | 157024 | 188670 | 193899 | 208169 | 240310
215815

181088

| 626739

83864

14. Subsidies on products
?‘,'*

16. Population ('00)

o

20542

27562

26075

25524

Gross State Value Added by economic activity at current prices.

28857

29115

119233

ITEMS 201112 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18
(R) (R) (R) (R) (P) (Q) (A)
h Agriculture Sector 455505 545406 603498 728463 | 751716 | 760337 813637
Crops (Agriculture & Horticulture) 255815 331962 359897 406630 | 365598 | 328432 346412
Livestock 29657 24249 34028 38418 47935 63248 56598
Forestry & Logging 165510 183780 204038 275223 | 327837 | 357088 | 398370.60
Fishing and aguaculture 4523 5415 5535 8192 10346 11569 12256
2 | Mining and quarrying 23022 35024 43616 36957 | 201435 | 201820 206389
Primary 478527 580430 647114 765420 953151 | 962157 | 1020026
3 | Manufacturing 12900 14827 19714 70380 70450 83629 107204
4 | Electricity, gas, water supply & 69130 78766 90521 112202 131794 | 155819 172338
other utility services
5 | Construction 104529 107821 124594 200955 171924 | 221112 237604
SECONDARY 186559 201415 234829 383537 374168 | 460561 517146
INDUSTRY SECTOR 209581 236439 278445 420494 | 575603 | 662381 723535
6 | Trade, repair, hotels and 59892 50878 70494 67500 65046 78164 86125
restaurants
Trade & repair services 56921 47880 67273 63744 60896 73773 81406




Hotels & Restaurants 2971 2999 3222 3755 4150 4391 4719
7 | Transport, storage, 23420 27306 33661 36456 43731 49356 54193
communication & services
related to
Railways 30 34 47 59 65 76 85
Road Transport 12382 13618 16307 16165 19318 21987 23489
Water Transport 0 0 0 0 0 0 0
Air Transport 0 0 0 0 0 0 0
Services incidental to transport 78 89 100 108 118 135 144
Storage 0 0 0 0 0 0 0
Communication &  services 10930 13565 17208 20124 24230 27159 30475
related to broadcasting
8 | Financial services 20884 21562 23571 25207 27548 28846 30544
9 | Real estate, ownership of 38261 41869 44949 47552 49088 52112 55488
dwelling & professional services
10 | Public administration 135418 149466 183105 232024 247209 | 272372 325840
11 | Other services 142509 167431 190012 193201 217965 | 241410 297572
Tertiary / Services sector 420385 458513 545792 601939 650587 | 722261 849762
12 | Total GSVA at basic prices 1085470 | 1240357 | 1427735 | 1750897 | 1977906 | 2144978 | 2386934
13 | Taxes on products 41341 43899 60039 72311 87437 97187 109247
14 | Subsidies on products 20542 29591 29668 30093 28000 32204 33746
15 | Gross State Domestic Product 1106269 | 1254665 | 1458106 | 1793115 | 2037343 | 2209961 2462435
16 | Population ('00) 14000 14280 14570 14870 15160 15470 15790
17 | PER Capital GSDP (Rs.) 79019 87862 100076 120586 134389 | 142855 155949

(Agriculture and Horticulture),

Agriculture Sector:

Agriculture is the highest contributor in the economy, comprising of Crops

Livestock, Forestry and Logging,

Fishing and

Aquaculture. In the new series of base year 2011-12 at constant market price, the
GSDP of this sector for the year 2011-12 has been estimated at ¥ 455505 lakhs and
for the year 2017-18 is estimated at T 494227 lakhs. Thus, the GSDP in agriculture
sector has increased by ¥ 38722 lakhs, which mainly on account of increase in inputs




of Livestock and its market charges. In general, the sub-sector Crops (Agriculture &
Horticulture) and Forestry & Logging are turn out as a highest contributor of
agriculture sector. But in particular, the sub sectors, Fishing and Aquaculture sub
sectors are showing enormous growth from ¥ 4523 lakhs in 2011-12 to ¥ 6241 lakhs in
2017-18,whereas, the sub sectors Forestry and Logging are showing increasing
growth from < 165510 lakhs in 2011-12 to ¥ 2264904 lakhs in 2017-18, due to

gradually increase in production of major forest produces at current prices.

Industry Sector.

The industry Sector comprises Manufacturing, Construction, Electricity, gas,
Water Supply & Other utility Services. The GSDP of Industry Sector is marked as the
least contributor in the growth of economy of Arunachal Pradesh. At constant price,
the GSDP of Industry Sector has increased from ¥ 209581 lakhs in the year 2011-12
to ¥ 699700 lakhs in the year 2017-18, with an enhancement of ¥ 490119 lakhs, it
shows steady growth from the year 2011-12 to 2017-18. The Manufacturing industries
has achieved a growth ¥ 12900 lakhs in 2011-12 to ¥ 108035 lakhs in 2017-18.The
contribution of Manufacturing activities is consider as highest in growth of industry
Sector of State Economy. The power sector of state is playing important contributor of
state Economy, as it is composed of four economic activities i.e., Electricity, Gas,
Water Supply & Other utility Services, yet the major constituent is Electricity, recorded
as second highest contributor in GSDP of Industry Sector at given reference period.
This is an area which may require a concerted policy push for generating investment
opportunities in manufacturing, particularly agro based industry and hydro power,
which presents the biggest opportunity of growth.

Service Sector.

The Service Sector is a composite of Six Sub-Sectors ( i.e. Trade, Repair,
Hotel and Restaurant, Communication & Services, Financial Services, Public
administration, Real Estate, Ownership of Dwelling & Professional Services and Other
Services). As per the estimate of GSDP at constant prices, the services sector has
marked an impressive growth from T 420385 lakhs in 2011-12(R) to ¥ 626739 lakhs in
2017-18 (A), i.e. massive increased by ¥ 206354 lakhs. Within this Service Sector, the



sub sector Public administration has shows the major contributor in the rapid growth of
Service Sector of the state economy as per the it GSDP at constant price, the
estimated figure has registered the abundant growth of ¥ 135418 lakhs in 2011-12(R)
to ¥ 240310 lakhs in 2017-18 (A).

The per capita GSDP of Arunachal Pradesh at constant prices rose from
T 79019 to ¥ 119233 in 2017-18 (A) from the base year 2011-12 (R) with a maximum
of 50.90 percent in 2017-18 (A) and minimum of 0.14 percent in 2012-13(R). It reveals
that there was a mixed growth in per capita of GSDP.

At constant prices, the per capita NSDP, which is indicative of the level of net
output of goods and services available to the people of the Arunachal Pradesh, has
gone up from ¥ 73068 in 2011-12(R) to ¥ 108053 in 2017-18 (A) showing a growth of
~47.88 percent. Thus, it also shows a mixed growth trend in the per capita NSDP.

A Macro Economic Framework Statement showing parameter heads is at

Annexure - |.
1. MEDIUM TERM FISCAL PLAN STATEMENT:

The State's medium Term Fiscal Plan Statement set out below is mandated
under section 3of the Fiscal Responsibility and Budget Management (FRBM) Act 2006
to be laid before the legislature. The Medium Term Fiscal Plan Statement includes a
policy overview and outlook for the ensuing year on Taxation, Expenditure, Borrowing

and Sinking Fund.

As mandated in the above Act, the State Government had to eliminate
Revenue deficit by 31% March 2009. At the same time fiscal deficit was to be brought
down to 3% of GSDP. The State Government maintained revenue surplus every year.
As recommended by 13" Finance Commission, the State Government has restricted
fiscal deficit below 3% and gone into fiscal surplus at 0.93 %of GSDP during the year
2015-16. Similarly State Government was in fiscal surplus at 3.78% of GSDP during
the year 2016-17 also. As per 2017-18 (RE), the State Government has an estimated
Fiscal deficit at 2.74 % of GSDP and for 2018-19 (BE), the State Government has
estimated Fiscal deficit at 2.00 % of GSDP. The State Medium Term Fiscal Plan is to



control revenue expenditure by cutting administrative costs by bringing austerity
measures on the one hand and mobilizing additional resources by improving tax
admiﬁistration on other hand, so as to enhance investment in productive capital
assets and social sectors in -order to attain sustainable and equitable economic
growth.

A. FISCAL INDICATORS - ROLLING TARGETS:

Actuals R.E. B.E. Targets for
NS(!).. Items
2016-17 | 2017-18 | 2018-19 | 2019-20 2020-21
1 2 3 < 5 6 7
¢ Revenue surplus as percentage of GSDP (%) 10.79 17.49 26.70 29.37 a2.31
Z Fiscal Deficit as percentage of GSDP (%) (-)3.78 2.74 2.00 3.00 3.00
3 | Gross Tax revenue as percentage of GSDP (%) 4117 41.17 43.54 47.90 52.69
4 PETRRE
Total outstanding liabilities at the end of the year
in crove) 4640.25 | 5772.30 | 6833.25 | 7516.58 8268.24
5 Liabilities as percentage of GSDP for the year (%) 21% 23.45 25.00 25.00 25.00

(-) indicates fiscal surplus.

Assumptions underlying the Fiscal Indicators:

The fiscal policy dimensions for 2017-18 and over the medium term will largely
be guided by the levels of devolution of various resources to the State and other
stipulations of the Fourteenth Finance Commission which determine the finances of
the State Government for the next 5 years.

No Non-Plan Revenue Deficit Grant has been recommended by the Fourteenth
Finance Commission for its award period 2015-16 to 2019-20 to the State of
Arunachal Pradesh. The State's share of Central Taxes is estimated at ¥ 10798.47
crore for the year 2018-19 in the Union Budget 2018-19 as the Fourteenth Finance
Commission has increased the share of central tax devolution to 42 per cent of
divisible Pool and higher ratio recommended for the State out of the shareable taxes

due to revision in norms of devolution of Central Taxes to the Govt.



