
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

About SCMHRD 

The Finest Residential B – School 
 

SCMHRD was established in 1993. Ever since its inception, SCMHRD has strived to bring Indian 
ethos, Management concepts and technological advances together in an effort to redefine the 
management paradigm in the new age. 
 
SCMHRD has successfully pioneered the implementation of Kaizen on campus. The practice helps in 
keeping the campus clean and gives the students a feeling of ownership, inculcating in them a feeling 
of belonging and camaraderie. The SCMHRD culture provides the students an environment that 
allows them to think and reflect, to explore and express. 

 
VISION 

To become the Centre of Excellence for Global leadership and learning, the standards of which others 
are measured by. 
 

MISSION 
To create leaders and entrepreneurs of tomorrow, their dedication to excellence, absolute. 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Editorial 

The Interim Budget 2009-10 has finally been announced.  Are we right in feeling short-changed after that session? The 

speech began at 11.00 am and was done before 1.00 pm, and that included a 15 minute break owing to some House 

member taking unwell. For the most part, the speech elucidated the achievements of the past year and when it came 

to actually making the announcements for the current fiscal year, Mr. Mukherjee seemed to simply gloss over. The 

result was a 2 hour session that failed to strike a merry chord either with the industry or with the “Aam Aadmi”. The 

UPA Government’s epithet for the common man was left in the lurch as the acting FM seemed to totally ignore their 

erstwhile trump card. There was nothing on direct and indirect taxes; nothing even on addressing the need of the hour 

– boosting domestic consumption. At this juncture, infrastructure should have ideally been one of the sectors flashing 

red on the Government’s radar. But except for some increased allocations to its flagship rural and urban development 

programs, nothing seemed to have moved even on this front. The industry was expecting infrastructure - related sops 

to be announced during the course of the session but alas, nothing of that kind was even remotely mentioned. The 

budget was also queer in that it was largely devoid of sector – specific announcements.  

As we said in the Pre-Budget analysis, this was the chance the Government had to redeem itself on its way out. Sadly, 

it has largely disappointed in this regard. It was as if the UPA felt it was a lost cause anyway and it needn’t flap its 

wings any further. It was as if they intended to pass on the buck by way of formulation of most of the micro-level 

details to whatever new Government is going to take charge at the helm. But whatever the intention was, the end 

result has been largely disappointing. We would have to wait till mid-May when the new Government comes into 

power to see how it deals with some unfinished business.  
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Budget  Overview 

Investment (FDI) by receiving US$23.3 billion 

between April and December 2008 over the same 

period in the previous year. For 2008 its expected 

around US$32.4 billion. 

 The total expenditure has increased to 

Rs.9,00,953 crore showing an increase of 

Rs.1,50,069 crore from estimates of FY 

2008-09.  

 The Plan Expenditure is increased to 

2,82,957 crore in revised estimate 2008-09 . 

 The Fiscal deficit has gone up from Rs 

133,287 crore (Rs 1,332.87 billion) in the 

budget estimates to Rs 326,515 crore (Rs 

3,265.15 billion) in the revised estimates for 

2008-09.  

 

For 2008-09, fiscal deficit is estimated to be around 

6% of GDP , which is more than double the 

government's initial target of 2.5 per cent. The 

revenue deficit, seen at 4 per cent of GDP, 

quadrupled due to the impact of the fiscal stimulus 

to various sectors. Expenditure may have to be 

increased substantially if the economy has to be 

given the stimulus it needs to cope with the global 

recession. The economic downturn meant the fiscal 

deficit would be 5.5 per cent of gross domestic 

product for this fiscal year 2009-10 . The Budget 

estimate for expenditure for 2009-10 put at Rs 

953,231 crore (Rs 9,532.31 billion). This includes Rs 

285,145 crore (Rs 2,851.45 billion) for plan 

expenditure while non-plan spend put at Rs 668,883 

crore (Rs 6,688.83 billion). 

 

Being the end of tenure for the UPA government, 

the government has come up with an Interim 

Budget for the Fiscal Year 2009-10. The sixth budget 

of the United Progressive Alliance Government was 

slightly below expectations. 

In the first four years of UPA government, the 

economy has shown a dream run with growth rates 

booming throughout the tenure. This was the 6th 

budget presented by the UPA government. Under 

this government the country has witnessed a 

sustained growth of 7%. And even in the turbulent 

times that the world is witnessing, India is still the 

second fastest growing economy. The per capita 

income has also risen to 7.4%. Fallout of global 

slowdown on Indian economy were countered with 

fiscal stimulus packages announced on December 7, 

2008 and January 2, 2009 providing tax relief to 

boost demand and increasing expenditure on public 

projects. Growth in all major sectors was seen: 

agriculture grew by 3.7%, foreign trade grew by 

11.8% and export growth rate touched 17.1%. 

Buoyancy as regards consumption in steel, cement, 

banking, metals, construction material was a result 

of the boost given to the infrastructure and housing 

sectors apart from a global firmness in prices. 

Inflation remained a prime concern for the 

government in the past years which despite best 

efforts stayed at 6% on an average and fell to 4.4% 

on 31 January, 2009, causing great deal of criticism 

for the UPA government. Also, there is a difficulty in 

the assessment of inflation in the coming year. 

Notwithstanding the global financial crisis, India 

recorded a 45 per cent growth in Foreign Direct 
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Budget  Overview 

Education has seen a new unprecedented high, with 

coming up of IIT’s, IIM’s and allocation of funds for 

Student Loans. The Government has allocated Rs 

1,41,703 crore for defence sector, which is almost a 

35 per cent increase from the previous year's 

budget provisions. Major subsidies are announced in 

sectors including food, fertilizer and petroleum 

estimated at Rs.95,579 crore. 

Looking into security issues, the government has 

come up with a provision of Rs.100 crore in the 

Annual Plan 2009-10 made for Unique Identification 

Authority of India, in addition to PAN cards which 

are currently the proof of identification. While 

economy had higher expectations, the interest 

subvention of 2 per cent was granted on pre and 

post shipment credit for certain employment 

oriented sectors, and involved an additional 

financial outgo of Rs.500 crore. 

 

Avantika Gupta 

Harvinder Singh 

Kanika Kapoor 

 

 

 

The economic downturn meant the fiscal deficit 

would be 5.5 per cent of gross domestic product for 

this fiscal year 2009-10 .Gross market borrowing 

seen at 3.62 trillion rupees in 2009-10. The 

increased borrowing by the Government will be 

supported by RBI .The bond yield has seen a 

increase after the budget is released. However, 

SENSEX went down by 3% after the declarations.  

  

Fiscal Policies, especially in the financial sector are 

in dire need of reforms. Though the FRBM has been 

relaxed but the government has failed to address 

the rising concern of economic recession. Long term 

cost of debt will go up for the private sector with 

increasing fiscal deficit. 

Government took to a conservative approach and 

withheld any new policies in the budget.  

Agriculture, service and manufacturing along with 

trade and construction will be the growth drivers for 

the coming year. Allocation for agriculture as well as 

agriculture credit has increased 3 

folds.Infrastructure has been a major focus in the 

budget, with a number of infrastructure projects 

being approved in the past couple of months and 

the same trend will continue for the coming year 

There were a lot of expectations from the budget in 

the field of Real Estate infrastructure but major 

stress is given to Rural Infrastructure Development 

for this year.  

The next stimulus package, or recapitalization 

would focus on Regional Rural Banks. The worst hit 

were the realty and banking stocks which had run-

up in anticipation of some relief measures by the 

government but were disappointed. 
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Agriculture 

 A significant announcement was  Rs.8,000 

crore allocated for Mid-day Meals Scheme 

for the year 2009-10  and  

 The proposed allocation of Rs 11,842 crore  

for the year 2009-10 under the Jawaharlal 

Nehru National Urban Renewal Mission 

(JNNURM). 

 

IMPACT: 

 Strengthening  agriculture planning with 

schemes like Rashtriya  Krishi  Vikas Yojna 

launched in 2007-08 with an influx of 25,000 

Crore would increase the growth rate of 

Agricultural Sector. 

 

Bishal Kr Agrawal 

Chezhian.P 

 

The annual growth rate of Agriculture rose  to 

3.7 per cent during 2003-04 to 2007-08. The 

implementation of the Agriculture and Debt 

Waiver and Relief Scheme of 2008  as 

schedulded  on June 30 , 2008 was a major 

achievement.  However, unlike last year no 

distinct new policies were announced in the 

interim budget. 

ANNOUNCEMENTS: 

 As expected subsidies were announced for 

food and fertilizers. Major subsidies 

including food, fertilizer and petroleum 

estimated at Rs 95,579 crore. 

 The Budget was high on policies and 

reforms pertaining to the rural sector 

keeping in line with the ruling party’s 

agenda of “Aam Aadmi” with several new 

Rural Projects being announced and the 

existing ones extended. 

 Increase in Minimum Support Prices of 

Paddy and Wheat did get a distinctive 

mention in the achievements list of the UPA 

Government in the Interim Budget Speech 

by the acting Finance Minister. The 

Minimum Support Price as per the claims 

had moved from Rs 550 per quintal in 2003-

04 to Rs 900 per quintal for the year 2008-

09  for Paddy and increased from  Rs 630 in 

2003-04  to Rs 1080 per quintal for wheat in 

2008-09.  
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Banking 

 The major impact of the Interim Budget on the 

banking industry is not related to any direct 

announcement towards the banking industry 

but the overall state of the economy.  

o The increased fiscal deficit is not a good 

sign for banks as the interest rates on 

government bonds are expected to stay 

high and even if RBI rate cuts result in 

fall in yields, yields are expected to rise 

in the coming years leading to loses on 

the bank’s bond portfolio.  

o Further borrowing rates for the banks 

are also expected to stay high, since 

extended borrowing will lead to liquidity 

pressures. 

 No further announcement on deductions on 

income tax owing to housing loans which was 

expected to be increased to Rs 2 lakh from the 

current limit of Rs 1.5 lakh is a dampener for the 

industry which was expecting some boost to 

increase fledging demand for housing loans. 

 Other announcements such as decline in NPAs 

of Public Sector Banks to 2.3 per cent as on 

March 31, 2008 from 7.8 per cent as on March 

31, 2004 where just display of past 

achievements of the government.  

Though deteriorating government finances are an 

area of concern for the sector, favourable changes in 

monetary policy are expected to subsidies the 

impact of these concerns. 

Charul Ajmera 

Lalita Goel 

Manit Goyal 

Pranvi Shirodkar 

 

 

 

 

Finance minister while presenting the last budget of 

UPA government refrained from announcing any 

major changes in the prevailing policies and didn’t 

announce any major sector specific sop. The 

announcements for banking sector weren’t 

different and there weren’t any major direct 

announcements for the sector.  

 

ANNOUNCEMENTS: 

 Government has decided to recapitalize the 

public sector banks over the next two years to 

enable them to maintain Capital to Risk 

Weighted Assets Ratio (CRAR) of 12 per cent. 

 Government has decided to merge 196 RRBs 

into 85 RRBs under its amalgamation and 

recapitalization of Regional Rural Banks (RRBs) 

initiative, Government has contributed Rs.652 

crore for capitalization of RRBs up to December 

31, 2008. 

 India Infrastructure Finance Company Ltd. 

(IIFCL) is likely to refinance up to 60 per cent of 

commercial bank loans for PPP projects 

involving total investment of Rs 1,00,000 crore 

in infrastructure over the next eighteen months. 

 

IMPACT: 

 The first two announcements listed above are 

aimed at improving the banks’ balance sheets 

and help them meet RBI Guidelines. The move 

to recapitalize public sector banks will help 

them extend loans to potential borrowers. And 

the move to merge RRBs will help in 

consolidation of RRBs. 
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Education 

period has increased from Rs.4,500 crore as on 

March 31, 2004 to Rs.24,260 crore as on 

September 30, 2008. 

 500 ITIs have been upgraded into centres of 

excellence.  

 As an integral part of the coordinated action 

plan for skill development, the Government 

created The National Skill Development 

Corporation in July 2008 with an initial corpus of 

Rs.1 thousand crore to stimulate and coordinate 

private sector participation in skill development. 

 

IMPACT: 

 It is sad that while more emphasis has been laid 

on higher education, primary education remains 

neglected. More funds have been allotted to 

forming IITs and IIMs while there has been no 

mention of the allocation of funds to the rural 

education or free education scheme.  

 The National Skill Development Corporation 

created with the corpus of 1000 crores is likely 

to have a positive impact on the small scale 

industries as well as provide financial 

independence. 

 With the commencement of more IIM’s and IIT’s 

and the revision of educational loans the UPA 

government has made education both 

affordable and available.  

Nivedita Ramanathan  

Sorav Jhawar 

Mihir Paleja  

 

While most of the sectors were left disappointed 

with no mention of them in the interim budget, the 

education sector did see some bright changes. 

The Finance Minister quotes “Literacy levels are a 

measure of a nation’s degree of commitment to 

social justice. A literate environment is essential for 

ensuring universal elementary education, reducing 

child mortality, curbing population growth, ensuring 

gender equality and acquiring essential livelihood 

skills” 

 

ANNOUNCEMENTS: 

 The outlay on Higher Education has been 

increased 900% in the Eleventh Five Year Plan.  

 An Ordinance has been promulgated for 

establishing 15 Central Universities. 

 Six new Indian Institutes of Technology (IIT) 

have started functioning in Bihar, Andhra 

Pradesh, Rajasthan, Orissa, Punjab and Gujarat 

during 2008-09. Two more IITs in Madhya 

Pradesh and Himachal Pradesh are expected to 

commence their academic sessions in 2009-10. 

 Teaching is expected to commence in four of 

the six new Indian Institutes of Management, 

proposed for the Eleventh Plan period, from the 

academic year 2009-10. These are in Haryana, 

Rajasthan, Jharkhand and Tamil Nadu. 

 The UPA Government has revised the 

Educational Loan Scheme, as a result of which 

the number of loan accounts has increased by 

more than four times during the period March 

31, 2004 to September 30,2008 from 3.19 lakhs 

to 14.09 lakhs. The loan outstanding during this  
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Infrastructure 

 Rural Infrastructure Development Fund has 

received a corpus of Rs. 14000 crore with rural 

roads receiving a further window of Rs. 4000 

crore.  

 Under PPP mode, 54 Central Sector 

infrastructure projects with a project cost of Rs 

67,700 crore given in-principal or final approval 

and 23 projects amounting to Rs 27,900 crore 

approved for viability gap funding in 2008-09.  

Proposed expenditure over various heads: 

Sr. 
No
. 

Department Revised 
2008-09 

Budgete
d 2009-
10 

Perce
ntage 
Chang
e 

1 Developmen
t of North 
Eastern 
Region 

99.25 101.47 2.24 

2 Heavy 
Industries 

757.2 812 7.24 

3 Housing and 
Urban 
Poverty 
Alleviation 

676.89 857.97 26.75 

4 Rural 
Developmen
t 

56883.5
4 

51706.95 -9.1 

5 Drinking 
Water 
Supply 

8502.27 8502.84 0.01 

6 Road 
Transport 
and 
Highways 

16045 17714 10.4 

8 Water 
resources 

886.22 1003 13.18 

 

 

Infrastructure remains the thorn in the side of the 

country’s development. Hence, expectations from 

the budget under this head are high. Especially, 

considering the economic downturn, the industry is 

expecting the Government to give infrastructure 

development a shot in the arm by way of increased 

and relevant monetary allocations and sops by way 

of various rate cuts.  

ANNOUNCEMENTS: 

 In order to keep the funding of important 

infrastructure projects viable under the PPP 

model and to ensure that such things don’t run 

into hurdles, the Government has provided 

means to refinance to banks who take up 

funding such long term projects. In this regard, 

the Indian Infrastructure Finance Company Ltd. 

will refinance 60% of the commercial bank loans 

worth Rs. 100000 crore for critical sectors over 

the next 18 months.  For this, it has been 

allowed to raise Rs. 10000 crore in the market. 

It has also been authorized to raise an 

additional Rs. 30000 crore, if need be.  

 The Jawaharlal Nehru National Urban Renewal 

Mission, the Government’s program for 

achieving the integrated development of urban 

infrastructure has received Rs. 11842 crore in 

the current fiscal. 

 The Government’s flagship program for building 

and renewing rural infrastructure - Bharat 

Nirman has been allocated Rs. 40900 crore in FY 

2009.  
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Infrastructure 

 IMPACT: 

 Though critical sectors like Transportation and 

Highways, water resources and housing  have 

received a good boost in terms of monetary 

allocation, the markdown in the allocation to 

rural development is stark at -9.1%. The case 

with rural development may be because the 

many programs that are active currently under 

this head are time-bound and are in the last leg 

of their execution tenure.  

 Outlay for urban infrastructure has been almost 

doubled. This is a welcome move but it’s also a 

cause for worry owing to the 5.5% fiscal deficit 

projected for 2009-10. 

 The industry was expecting sops for a sector as 

important as infrastructure, but sadly, no sops 

have been announced, which is disappointing. 

 It is more of a populist budget planned with a 

focus on the upcoming elections.   

 

Sooraj Nair 

Tarang Jibhkate 
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Power 

 1500 remote villages/hamlets have been 

targeted for electrification. 

 

IMPACT: 

 The Implementation of Power projects remained 

dismal in 2008-09. Out of the allocated funds of 

which Rs. 2668 crores have been released till 

now. Given the ambitious targets for the 11th 

five-year plan major structural changes have to 

be implemented. 

 The additional budgetary support is likely to give 

boost to companies such as PFC, REC engaged in 

financing power projects.  

 There has to be measure to link planned 

expenditure into ground reality. 

Alok Dhawal 
Kajal Kiran Kalanauriya 

 

No major announcements were announced for the 

sector in particular. The sector which was looking 

forward for a stimulus package would definitely not 

be pleased. Most of the power stocks remained in 

red after the budget. 

ANNOUNCEMENTS: 

 The Revised estimate for the Power sector has 

increased to Rs. 52126 crore for the year 2009-

10. This shows an increase of 43% from Rs. 

36306 crore which was the Budgeted outlay for 

2008-09.  

 Rs.800 crore has been proposed for the 

Accelerated Power Development and Reforms 

Programme. Acknowledging the poor state of 

power transmission and distribution in the 

country the finance minister has proposed to 

set up a national fund for transmission and 

distribution reform which will take care of the 

huge requirements in the sector. 

 The government was able to attract private 

investment into the sector through the Public 

Private Partnership model. To safeguard such 

projects from financing difficulties the 

government has decided that India 

infrastructure Finance Company Ltd. would 

refinance 60% of commercial bank loans for PPP 

projects for the next 18 months. 

 Five more UMPP (at Chhattisgarh, Karnataka, 

Maharashtra, Orissa and Tamilnadu) will be 

given impetus and the government is waiting 

the initiative by the state government in this 

regard. 
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Social  Reforms 

o The Indira Gandhi National Widow 

Pension Scheme will provide a pension 

of Rs 200 per month  between the age 

groups of 40 -64.  

o The Indira Gandhi National Disability 

Pension Scheme aims to provide 

pension to severely disabled persons. 

The government has not specified the 

details of the disability scheme.  

 Priority would be given to widows in the age 

group of 18-40  in admissions to ITIs, Women 

ITIs and National/Regional ITIs for Women. 

Government will bear the cost of their training 

and provide stipend of Rs.500 per month. 

 Government has proposed to substantially 

expand the Panchayat Empowerment and 

Accountability Scheme (PEAIS) by making 

suitable allocations. 

 

ANNOUNCEMENT FOR  ALLOCATIONS  IN VARIOUS 

EXISTING SCHEMES: 

 An amount of 30,100 crore has been allocated 

for National Rural Employment Guarantee 

Scheme for the year 2009-10. In 2008-09, 

employment of 138.76 crore person days, 

covering 3.51 crore households was generated. 

Significant benefits were made available to 

SC/ST and women. 

 An amount of Rs 13,100 crore has been 

allocated for Sarva Shiksha Abhiyan for the year 

2009-10.  

 An amount of Rs 8,000 crore has been allocated 

for Mid-day Meals for the year 2009-10.  

The Finance Minister in his budget speech laid 

emphasis providing help to certain sectors of the 

society. Various benefits were laid out for widows 

and disabled. The budget took a big step towards 

the social reforms in the country. 

 

ANNOUNCEMENTS : 

 A new Ministry of Minority Affairs has been set 

up to further strengthen social and economic 

inclusion of minority communities. 

 Scheduled Tribes and other traditional forest 

dwellers now have legal rights on forest land 

which they have been cultivating or using over 

generations. Recognition of Forest Rights Act 

2006 has been widely welcomed. 

 The authorised capital of National Safai 

Karamchari Finance and Development 

Corporation (NSKFDC), that provides loans at 

concessional rates for economic development 

of persons engaged in unclean occupations, has 

been raised from Rs.200 crore to Rs.300 crore. 

 The authorised capital of Rashtriya Mahila Kosh 

will be enhanced. The last year saw rapid 

growth of credit linked Women Self Help 

Groups which are now over 29 lakh in number.  

 The government in the view of addressing the 

social security of the disabled people and 

widows have come up with two schemes. These 

are  

o Indira Gandhi National Widow Pension 

Scheme 

o Indira Gandhi National Disability 

Pension Scheme  
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Social  Reforms 

 The allocation for Bharat Nirmaan  has increased 

by 261% till 2008. The proposed allocation for 

the same this fiscal is Rs 40,900 crore. 

 The proposed allocation for National Rural 

Health Mission in the next coming fiscal is Rs 

12070 crore. The focus of the government is to 

improve the primary health care infrastructure 

in the rural India.  

 

IMPACT: 

 Expansion of Panchayat Empowerment and 

Accountability Scheme would be a powerful 

instrument to incentivise States to empower the 

Panchayats and put in place accountability 

systems to make their functioning transparent 

and efficient. 

 Benefits of the National Rural Health Mission 

scheme will be in long term. It requires 

sustained allocations and strict implementation 

schedule from the successive governments.      

 The implementation of the Bharat Nirmaan 

scheme is critical for the development of rural 

infrastructure. The corner stone of future 

growth of the economy and the decongestion of 

the urban centres will be dependent on the 

progress of this scheme. The government’s 

sustained allocations towards this scheme are 

an indication in this regard. This scheme also 

helps to boost the government spending. The 

infrastructure development leads to creation of 

employment opportunities especially in the 

rural sector. Undoubtedly the demand in the 

economy can be pushed up, which will  

o Mid-day Meals in schools is the world’s 

largest school feeding programme and 

has     contributed to enhancement of 

school participation. Thus, Mid-day 

Meals and Sarva Shiksha Abhiyan 

together will go a long way in improving 

literacy. 

 An amount of Rs.6,705 crore has been allocated 

for the Integrated Child Development Scheme 

(ICDS), that is committed to reduce the 

malnutrition levels in the country. The scheme 

has covered over 17 states and the 

improvement brought about by this scheme in 

the malnutrition levels in the country is seen in 

the figure below. 

 

 

 An amount of Rs.11,842 crore has been 

allocated for the Jawaharlal Nehru National 

Urban Renewal Mission.Under this mission, 

386 projects amounting to Rs.39,000 crores 

have been sanctioned till December 31, 

2008.  

 An amount of Rs.7,400 crore has been 

allocated for the Rajiv Gandhi Rural Drinking 

Water Mission.   

  
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Social  Reforms 

 eventually lead to increase in the output. In 

today’s recessionary times this helps in 

building the sentiment.  

 The schemes for young widows would 

empower them and equip them to stand on 

their own feet. 

 The Indira Gandhi pension scheme looks 

attractive prima facie, but the details and 

implementation of the scheme in this 

election year needs to be evaluated. The 

tracking of earlier similar schemes should 

be reviewed. The cost to the exchequer 

needs to be estimated. Though the scheme 

is ambitious, the allocation of resources for 

the same looks slightly difficult. 

 

Aditi Kulkarni 

Amey Karambelkar 

Puneet Deshpande 

Sneha Nautiyal 

 

11 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Taxation 

 Tax rates must fall in times of slowdown but 

ability to pay taxes must rise. 

 Rationalized taxes (Excise Duty and Service 

tax) to ease the shift to the GST regime 

w.e.f. April 2010 including the introduction 

of State level VAT in 2005. 

 Custom duties have been steadily reduced 

to promote competition and efficiency in 

the manufacturing sector and remove bias 

against export sector. 

 Structural changes such as modernization 

and computerization in tax governance, 

reporting,  return submission, refunds 

scrutiny, etc have been brought about to 

ensure faster collections. Distortions in tax 

structure have also been reduced by 

rationalization of personal tax rates, 

expansion of threshold level to ensure 

expansion of tax base and providing relief to 

tax payer at the same time. 

 For the fiscal year 2009-10, at the existing 

tax rates Gross tax revenue receipts are 

estimated to be  6.71 lakh crores and 

Centre’s net tax revenue at 5 lakh crore. 

 Decisions on announcing extending CENVAT 

cuts will be announced on 31st March 2009 

 

 

 

In the Interim Budget 2009-10 the government had 

given us just a glimpse of the changes that it intends 

to bring about. No changes in tax rates have been 

proposed in the budget. But according to the 

Former Finance Minister P. Chidambaram tax 

changes are possible. Clarifying the government’s 

stance the present finance minister Pranab 

Mukherjee said that taxes can’t be imposed without 

parliament’s mandate. Clearly the budget had not 

met the expectations that it had created. Since in 

2004-05 the BJP led coalition government had 

brought about changes in factory gate duties so 

similar changes were probably not brought about in 

this budget. 

Vote on account: Statement of accounts showing 

the revenues and expenditures for four months 

starting April will be presented before the 

parliament to seek its approval. The full budget for 

2009-10 will be presented by the new government 

following the national polls which are due by mid 

May. 

 ANNOUNCEMENTS: 

 Tax collections revised to 6.27 lakh crores 

from 6.87 lakh crores i.e. down by 8.8%.This 

shortfall was primarily due to the 

government’s measures to counter the 

impact of global slowdown on the Indian 

economy. However the tax collection in FY 

09 is expected  to increase as against FY 08 

 Tax to GDP ratio increased to 12.50% in  

2007-08 as compared to 9.2% in 2003-04 
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Taxation 

 IMPACT: 

The budget is a tactical one. Though it aims at 

reducing the fiscal deficit to 5.5% of GDP from the 

current 6% of the GDP it does not indicate the exact 

roadmap to achieve such a target. If we analyze it a 

little further we can observe that given the 

economic slowdown, the personal savings and 

corporate savings will shrink further. If this target is 

to be achieved it would put tremendous burden on 

the monetary policy of the government. There is not 

much scope for the government to reduce tax rates 

because the budget deficit is very high and taxes are 

a major source of government revenue. 

It was highly expected that the government will 

reduce indirect taxes to help in the transformation 

to GST regime .But since this was not met it is 

expected that the government will improve the 

mechanism to provide relief in terms of faster tax 

refunds, ease of filling etc 

 

Ity Gupta 

Seema Agarwal 

Hazel Gulati 

Pratibha Chalhotra 

Mridul Goyal 
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Railway Budget 

ANNOUNCEMENTS: 

 A 2% reduction in passenger fares across 

classes, a Re 1 cut in fares for shorter-haul trains 

where fares are below Rs 50 and unchanged 

freight rates. 

 43 new train services, extension of 14 trains and 

increase in frequency of 14 trains. 

 Announcement of commencement of 

construction of the Eastern (started on 10th 

February) and Western (due next month) 

Dedicated Freight Corridors. 

 The number of coaches in the MEMU trains is to 

be increased from 12 to 18 in the next two 

months. 

 Gross traffic receipts estimated at Rs 93159 

crores and increase of rupees 10766 crores from 

last fiscal year. 

 Pre feasibility study to run a bullet trains 

between Delhi and Patna and Delhi and Amritsar 

would be done. 

IMPACT:  

 The fare cut will bring down rail fares on air-

conditioned travel the most, mounting further 

pressure on low-cost airlines which are already 

facing the pressure of recession. 

 Because of the reduction in fare and increase in 

the number of services, the passenger traffic is 

estimated to grow by 7 %. 

 IR must realize it is its obligation to rationalize 

the tariff structure with a view to reduce the 

existing cross-subsidization within the passenger 

segment as well as from the freight to the 

passenger segment. It’s highly skewed 

 

 

 

 

Mr Lalu Prasad Yadav announced the Railway 

Budget for the year 2009-10 on 13 February 

2009.Even the slow GDP growth estimation this 

year (7.1 percent when compared to 9 percent for 

the past three years) and the economic slowdown 

could not prevent Mr. Yadav from projecting high 

growth in earnings for 2009-10. The budget at a 

glance can be seen as follows. 

                     Title 2008-09 2009-10 

1) Gross Traffic Receipts 82393 93159 

2) Total Miscellaneous 

Receipts 

1840.18 2147.22 

3) Total Receipts 84233.18 95306.22 

4) Ordinary Working 

Expenses 

55000 62900 

5) Appropriation to 

Pension fund 

10490 13690 

6) Appropriation to 

depreciation Reserve 

fund 

7000 7000 

7) Total working Expenses 72490 83590 

8) Miscellaneous 

Expenditure 

676.66 839.74 

9) Total Expenditure 73166.66 84429.79 

10) Net Profit 11066.52 10876.48 

11) Surplus/Shortfall 6355.56 5572.26 

12) Operating Ratio 88.30% 89.90% 

13) Ratio of Net Revenue 

to capital-at charge 

10.6 9.1 

       and Investment of 

Capital fund. 
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Railway Budget 

decline in operating efficiency as the burden of the 

Sixth Pay Commission award. In 2009-10, a higher 

allocation for pension is expected to cause the ratio 

to deteriorate further to 89.9%. 

THE net profit of the Railways is expected to drop to 

Rs 10876 crores from Rs 16,422 crores budgeted 

and Rs 18,334 crores in 2007-08. This has 

constrained Railways from allocating more to 

various funds. 

In the case of development fund, for instance, there 

is no appropriation budgeted in 2009-10 against Rs 

1,391 crores in 2008-09. 

 

To conclude, the measures proposed by the Railway 

Minister seem to be a step in the right direction. By 

focusing on more efficient operations, technological 

up gradation, Network modernization and customer 

satisfaction, Indian Railways seems set to achieve 

yet another milestone this fiscal year. 

 

Amit Pal  

Nupur Karal 

Phanikumar Kalidindi  

 

 

 

 

 

 

 

 

 

 

 

 

fare-freight ratio, i.e., the ratio of passenger 

fare/km and freight rate per toe/km, needs an up 

gradation from a value of about 0.3 to at least 0.5, 

which will, in fact, restore the value level to what 

existed in 1950-51. In this context, the minister 

taking credit for what he termed, “a historic 

reduction in the passenger fares”  indicates the Rail 

Budget has been announced considering the 

forthcoming elections. 

 

IS EVERYTHING FINE ABOUT RAIL BUDGET? 

Apart from better management of rail assets by the 

government and its team, there are also other 

aspects to this story. 

The fact is that the Railways has , to a large extent, 

used its monopoly and market power to drive its 

market share. The facts that could be considered 

worrisome are — a) that there is no regulatory 

mechanism or transparency on its tariff setting b) its 

passenger operation continues to be a very poor 

and unsafe and c) signaling and technology up 

gradation of the system continue to make very slow 

progress. 

Some industry bodies expressed disappointment 

that the minister did not lower freight at least in 

sectors hit most by the downturn. Since there was 

an 8.3% hike in freight rates for food grain and 

fertilizer announced earlier this month, the fact that 

freight was not increased in the Interim Budget 

failed to impress the industry. 

THE operating ratio — operating expenditure as a 

proportion of revenues; the lower this ratio, the 

more efficient the Railways — worsened to 88% 

against 76% in 2007-08, reflecting no significant  
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