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The Covid-19 pandemic has come with whole new set of challenges to Governments across the
world in terms of policy-making. India is no exception. Raising enough resources for public welfare
while ensuring sustainability is proving to be one of the biggest challenges.

In this back-drop of financial crunch seen across the world, do you know that Indian states were
able to borrow significantly more in 2020-21? It would perhaps pleasantly surprise you that states
were able to raise an extra Rs 1.06 lakh crores in 2020-21. This significant increase in availability of
resources was made possible by an approach of Centre-State bhagidari.

When we formulated our economic response to the Covid-19 pandemic, we wanted to ensure that
our solutions do not follow a ‘one size fits all’ model. For a federal country of continental
dimensions, finding policy instruments at the national level to promote reforms by State
Governments is indeed challenging. But, we had faith in the robustness of our federal polity and we
moved ahead in the spirit of Centre-State bhagidari.

In May 2020, as part of the Aatmanirbhar Bharat package, the Government of India announced that
State Governments would be allowed enhanced borrowing for 2020-21. An extra 2% of GSDP was
allowed, of which 1% was made conditional on the implementation of certain economic reforms.
This nudge for reform is rare in Indian public finance. This was a nudge, incentivising the states to
adopt progressive policies to avail additional funds. The results of this exercise are not only
encouraging but also run contrary to the notion that there are limited takers for sound economic
policies.

Press Information Bureau
Government of India

    

https://www.pib.gov.in/index.aspx
https://www.pib.gov.in/index.aspx
https://www.pib.gov.in/indexm.aspx
http://www.facebook.com/share.php?u=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://twitter.com/intent/tweet?url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&text=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn
https://api.whatsapp.com/send?text=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://mail.google.com/mail/?view=cm&fs=1&tf=1&to=&su=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&body=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&ui=2&tf=1&pli=1
https://www.linkedin.com/shareArticle?mini=true&url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&title=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&summary=My%20favorite%20developer%20program&source=LinkedIn


The four reforms to which additional borrowings were linked (with 0.25% of GDP tied to each one)
had two characteristics. Firstly, each of the reforms was linked to improving the Ease of Living to the
public and particularly the poor, the vulnerable, and the middle class. Secondly, they also promoted
fiscal sustainability.

The first reform under the ‘One Nation One Ration Card’ policy required State Governments to ensure
that all ration cards in the State under the National Food Security Act (NFSA) were seeded with the
Aadhaar number of all family members and that all Fair Price Shops had Electronic Point of Sale
devices. The main benefit from this is that migrant workers can draw their food ration from
anywhere in the country. Apart from these benefits to citizens, there is the financial benefit from the
elimination of bogus cards & duplicate members. 17 states completed this reform and were granted
additional borrowings amounting to Rs. 37,600 crores.

The second reform, aimed at improving ease of doing business, required states to ensure that
renewal of business-related licences under 7 Acts is made automatic, online and non-discretionary
on mere payment of fees. Another requirement was implementation of a computerized random
inspection system and prior notice of inspection to reduce harassment and corruption under a
further 12 Acts. This reform (covering 19 laws) is of particular help to micro and small enterprises,
who suffer the most from the burden of the ‘inspector raj'. It also promotes an improved investment
climate, greater investment and faster growth. 20 states completed this reform and were allowed
additional borrowing of Rs. 39,521 crores.

The 15th Finance Commission and several academics have emphasised the crucial importance of
sound property taxation. The third reform required states to notify floor rates of property tax and of
water & sewerage charges, in consonance with stamp duty guideline values for property
transactions and current costs respectively, in urban areas. This would enable better quality of
services to the urban poor and middle class, support better infrastructure and stimulate growth.
Property tax is also progressive in its incidence and thus the poor in urban areas would benefit the
most. This reform also benefits municipal staff who often face delay in payment of wages. 11
states completed these reforms and were granted additional borrowing of Rs. 15,957 crores.

The fourth reform was introduction of Direct Benefit Transfer (DBT) in lieu of free electricity supply
to farmers. The requirement was for formulation of a state-wide scheme with actual implementation
in one district on a pilot basis by year end. Additional borrowing of 0.15% of GSDP was linked to this.
A component was also provided for reduction in technical & commercial losses and another for
reducing the gap between revenues and costs (0.05% of GSDP for each). This improves the finances
of distribution companies, promotes conservation of water and energy and improves service quality
through better financial and technical performance. 13 states implemented at least one component,
while 6 states implemented the DBT component. As a result, Rs. 13,201 crore of additional
borrowings was permitted.

Overall, 23 states availed of additional borrowings of Rs. 1.06 lakh crores out of a potential of Rs.
2.14 lakh crores. As a result, the aggregate borrowing permission granted to states for 2020-21
(conditional and unconditional) was 4.5% of the initially estimated GSDP.
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For a large nation with complex challenges as ours, this was a unique experience. We have often
seen that for various reasons, schemes and reforms remain un-operational often for years. This was
a pleasant departure from the past where the Centre & States came together to roll out public
friendly reforms in a short span of time amidst the pandemic. This was made possible due to our
approach of Sabka Saath, Sabka Vikas and Sabka Vishwas. Officials who have been working on
these reforms suggest that without this incentive of additional funds, enactment of these policies
would have taken years. India has seen a model of ‘reforms by stealth and compulsion’. This is a
new model of ‘reforms by conviction and incentives’. I am thankful to all the states who took the
lead in ushering in these policies amidst tough times for the betterment of their citizens. We shall
continue working together for the rapid progress of 130 crore Indians.

*****

DS

(Release ID: 1729500) Visitor Counter : 2 

    

Download PIB APP

WHO’S WHO AT PIB Telephone Nos of PIB Officers of Hqrs

Public Grievance Officer

RTI and Contact Us

 

https://www.pib.gov.in/indexm.aspx
http://www.facebook.com/share.php?u=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://twitter.com/intent/tweet?url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&text=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn
https://api.whatsapp.com/send?text=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://mail.google.com/mail/?view=cm&fs=1&tf=1&to=&su=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&body=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&ui=2&tf=1&pli=1
https://www.linkedin.com/shareArticle?mini=true&url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&title=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&summary=My%20favorite%20developer%20program&source=LinkedIn
http://www.facebook.com/share.php?u=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://twitter.com/intent/tweet?url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&text=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn
https://api.whatsapp.com/send?text=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://mail.google.com/mail/?view=cm&fs=1&tf=1&to=&su=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&body=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&ui=2&tf=1&pli=1
https://www.linkedin.com/shareArticle?mini=true&url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&title=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&summary=My%20favorite%20developer%20program&source=LinkedIn
https://play.google.com/store/apps/details?id=com.nic.pib
https://apps.apple.com/in/app/press-information-bureau-pib/id1234194630
https://pgportal.gov.in/
https://goidirectory.nic.in/
https://static.pib.gov.in/WriteReadData/specificdocs/documents/2021/feb/doc202121311.pdf
https://www.pib.gov.in/content/3663_5_pib.nic.in.aspx
https://static.pib.gov.in/WriteReadData/CMS/public%20grievance%20report.pdf


Visitor Counter: 101391 Last Updated On: 22 Jun 2021 20:04:00 PM

Tenders Archives Terms & Conditions Copyright Policy Privacy Policy Hyperlinking Policy Help

Site is hosted by National Informatics Centre (NIC). Information is provided and updated by Press Information Bureau “A” wing, Shastri Bhawan, Dr.
Rajendra Prasad Road, New Delhi – 110001, Phone: 23389338.

    

Telephone Number of Regional Branch Offices of
PIB

CPIOs Appellate Authority List

Information Manual

Citizen Charter Transparency Audit

Allocation Budget Internal Complaints Committee

Liaison Officer Work Allocation

Web Info Manager

Ministry of Information and Broadcasting

Ministry of Agriculture & Farmers Welfare

Ministry of Textiles

Ministry of Commerce & Industry

Ministry of Defence

Ministry of Finance

Ministry of Health and Family Welfare

Ministry of Home Affairs

Ministry of Housing and Urban Affairs

Ministry of Human Resource Development

More

GOI Links

https://www.pib.gov.in/content/99_2_Tenders.aspx
http://pibarchive.nic.in/archivem/
https://www.pib.gov.in/content/101_2_Terms-and-Conditions.aspx
https://www.pib.gov.in/content/102_2_Copyright-Policy.aspx
https://www.pib.gov.in/content/103_2_Privacy-Policy.aspx
https://www.pib.gov.in/content/104_2_Hyperlinking-Policy.aspx
https://www.pib.gov.in/content/105_2_Help.aspx
http://www.facebook.com/share.php?u=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://twitter.com/intent/tweet?url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&text=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn
https://api.whatsapp.com/send?text=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://mail.google.com/mail/?view=cm&fs=1&tf=1&to=&su=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&body=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&ui=2&tf=1&pli=1
https://www.linkedin.com/shareArticle?mini=true&url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&title=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&summary=My%20favorite%20developer%20program&source=LinkedIn
http://www.facebook.com/share.php?u=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://twitter.com/intent/tweet?url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&text=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn
https://api.whatsapp.com/send?text=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500
https://mail.google.com/mail/?view=cm&fs=1&tf=1&to=&su=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&body=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&ui=2&tf=1&pli=1
https://www.linkedin.com/shareArticle?mini=true&url=https://pib.gov.in/PressReleasePage.aspx?PRID=1729500&title=Text%20of%20PM%E2%80%99s%20Blog%20on%20LinkedIn&summary=My%20favorite%20developer%20program&source=LinkedIn
https://static.pib.gov.in/WriteReadData/userfiles/new%20ADDRESSS.pdf
https://static.pib.gov.in/WriteReadData/specificdocs/documents/2021/jun/doc202161111.pdf
https://static.pib.gov.in/WriteReadData/specificdocs/documents/2021/jun/doc20216431.pdf
http://static.pib.gov.in//WriteReadData/userfiles/Citizencharter160FL2F.pdf
https://static.pib.gov.in/WriteReadData/userfiles/PIB%20Delhi/T%20Audit.pdf
https://static.pib.gov.in/WriteReadData/specificdocs/documents/2021/mar/doc202132511.pdf
https://static.pib.gov.in/WriteReadData/userfiles/creation%20complaints.pdf
https://static.pib.gov.in/WriteReadData/userfiles/file/liaisonofficerEJP0.pdf
https://static.pib.gov.in/WriteReadData/specificdocs/documents/2021/jun/doc202161601.pdf
https://www.pib.gov.in/content/3709_5_pib.nic.in.aspx
https://mib.gov.in/
http://agriculture.gov.in/
http://ministryoftextiles.gov.in/
https://commerce.gov.in/
https://mod.nic.in/
https://www.finmin.nic.in/
https://www.mohfw.gov.in/
https://mha.gov.in/
http://mohua.gov.in/
https://mhrd.gov.in/
https://www.pib.gov.in/content/25_5_more.aspx

