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Dear Members,

The budget presented by the Union Finance 
Minister on February 1, 2022, laid particular 
emphasis on capital expenditure and infrastructure 
development to revive the economy. Given today’s 
extraordinary times, it was, in many ways a game-
changer. From infrastructure to agriculture, and 
from education to healthcare, the budget speech 
covered several important themes, and sincerely 

attempted to do all possible justice to every sector. As always, a delicate 
balancing act was performed, and a concerted effort was made to give all 
major socioeconomic activities a digital foundation. 

The Budget stressed the use of  technology in the agricultural sector. The use 
of  Kisan drones for crop assessment and the spraying of  pesticides would 
be promoted. The digitalization of  land records would also be expedited to 
bring about greater transparency in the sector. At both the state and central 
levels, agriculture continues to remain the backbone of  our economy, 
and efforts have been made to boost its productivity. The outlay on rural 
infrastructure for education, healthcare, and availability of  tap water for 
almost every family are likely to transform life in our hinterland. The budget 
proved the government’s awareness of  the underlying socioeconomic issues 
in rural areas and its willingness to deal with them. 

On the education front, the budget has attempted to bring back the two 
lost years of  pandemic driven instruction forfeiture. It is gratifying to note 
that this is being done with a content-led and digital mode, which would 
ensure uniformity and quality control throughout the country. Using the 
GIFT City as a test bed for scholastic reforms such as permitting foreign 
educational institutions to offer courses there without being hobbled by 
domestic regulation is also an innovative idea. It demonstrates the value of  
the reform without being bogged down by bureaucratic requirements. The 
scope of  such experimentation should also be gradually extended to other 
areas of  social infrastructure and human development. 

Many changes have been introduced to enhance the ease of  paying 
taxes. They include faceless assessments and appeals, avoiding repetitive 
appeals, and allowing people to pay back taxes by updating past returns. If  
implemented correctly, they have the potential to change the relationship of  
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the government with that of  the taxpayer, and help to create more taxpayers 
in the country. That is another step in the right direction. 

The budget’s emphasis on capital expenditure is laudable. Investment 
drives demand, creates capacity, enhances labour productivity, introduces 
new technology, facilitates the process of  creative destruction, and 
generates employment. Covid has accentuated socioeconomic inequalities 
in our system as never before, and the way to deal with them is to focus 
on job creation which would drive domestic consumption, and thus, 
induce industrial activity to pick up in the country. Wisely guessing that 
private sector capital is now limited and focused on selected sectors, the 
government has decided to go in for the heavy lifting. This would be a key 
factor in facilitating the green shoots of  recovery in the economy. 

The government did well by not legitimizing cryptocurrency outright, 
but rather leaving the promotion of  a digital currency to the RBI. 
Cryptocurrency is a new concept, and while the technology is here to stay, a 
lot of  global regulation needs to be firmly in place for it to succeed. At this 
point cryptocurrency benefits just a fraction of  the population and remains 
highly speculative in nature. It is currently less of  a currency and more of  an 
asset class, which is probably why the budget recommended that it be taxed 
but not (yet) regulated. Only time will tell how appropriate this approach is, 
but on the face of  it the crypto issue has been well managed. 

The many positives in this budget include incentivizing the use of  electric 
vehicles in the country, facilitating the move to seamless transportation, 
and embarking on a bold new experiment with digital currency. From a 
geopolitical perspective we are keeping our markets open, our policies 
transparent, our ports and goods movement resilient, and our responses 
agile. Every opportunity comes with an attached risk and it remains to 
be seen how well the government handles the unfolding situation amid 
today’s pandemic-induced uncertainty. However, there is ample reason to 
be optimistic and believe that a new and innovative framework is being 
formalized to spur inclusive and sustainable economic growth. 

Drawing on the psychology of  human behaviour, economics provides 
insights to incentivize people towards desirable outcomes. Many such 
strategic incentives for various key sectors have been provided in this budget 
and it is to be hoped that they will be suitably availed of. In hindsight, every 
budget has scope for improvement and the provision of  additional benefits 
to stakeholders. India is embarking on a bold and visionary plan for post-
Covid socioeconomic revival, and Budget 2022 has made a serious attempt 
to chart a clear roadmap for it. CO
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Expectations
Expectation #1: Regulatory 
and tax changes for IFSCs
● IFSC – GIFT City is 

picking up fast with various 
stakeholders showing keen 
interest therein. However, 
the growth potential is 
hampered by uncertainties 
and short sightedness of  
term benefits.

● To make GIFT City a more 
attractive proposition, 
the following regulatory 
framework and tax-related 
changes are being expected:

● Negotiating passporting 
rights for India-domiciled 
IFSC Investment Funds 
with overseas jurisdictions 
to increase marketability 
and investment appeal 
of  such funds to a global 
investor base.

● Increasing the longevity of  
the income-tax deduction 
benefit, complete exemption 
from Minimum Alternate 
Tax (MAT) liability, 
immediate commitment 
of  a stable and predictable 
tax regime to investors, 
removing the applicability 
of  domestic transfer 
pricing requirements and 
applicability of  GAAR 
to transactions with 
IFSC units, incentivising 
companies/ indiv idua ls 
through fiscal incentives for 
enabling smooth movement 

Top three Expectations from Budget 2022
- Suraj Nikam

Economist, 
Deloitte

of  skilled personnel to IFSC 
– GIFT City, etc.

Expectation #2: Relaxation 
from digital tax/withholding 
tax for financial services 
transactions/securities
● Digitisation has become a 

key component in today’s 
financial services – digital 
app lending, predicting 
default trends, preventing 
security breach in work-
from-home, and common 
data sharing between 
financial institutions, all 
need significant investment/
spending on digital 
upgradation/innovation.

● Existing equalisation levy 
(globally referred to as 
“digital tax”) provisions 
expose transactions 
involving any online 
element to potentially 
trigger an equalisation levy 
for foreign entities. This 
creates roadblocks and 
uncertainties for global 
companies to support and 
pass on learnings to Indian 
companies.

● Hence, some relaxations/
clarifications can be 
expected to make the 
provisions watertight 
and clear, to ensure that 
unwarranted financial 
services transactions 
involving a digital element 
are not caught within the 
ambit of  equalisation levy, 
especially considering that 

OCED’s Pillar One has also 
proposed to keep regulated 
financial services out of  
scope.

Expectation #3: Regulatory 
and tax framework for 
cryptocurrencies
● Cryptocurrencies are 

attracting light speed 
attention in boardroom 
discussions of  most financial 
services organisations. 
Cryptocurrency investments 
grew from approximately 
US$ 923 million in April 
2020 to a whopping US$ 6.6 
billion in May 2021, despite 
no real clarity on their 
legality and/or acceptability.

● Currently, pending any 
regulations and absence 
of  any specific provisions 
in Indian tax laws dealing 
with the taxability of  
cryptocurrencies, there are 
various issues pertaining 
to whether the investment 
needs to be disclosed and 
offered for taxation in 
India by a taxpayer. The 
method of  computing the 
fair market value, costs, 
taxable income, reporting 
requirements, etc., needs to 
be defined.

● Introduction of  a special 
regulatory and taxation 
regime for cryptocurrencies 
and central bank digital 
currencies to cover various 
aspects can be expected.
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Arvind Hali, MD & CEO, Motilal Oswal Home Finance

The country is ‘IN’ for 8 Assembly elections and other Bye-assembly elections in the year 2022 starting 
February. Traditionally the budget exercise of  a large country like ours is aimed at holistic & long-term 
impact like a vaccine; however, the year overseeing a flurry of  elections is bound to be popular and 
built with many promises. But what we need the most is a realistic budget than promises - A budget, 
i.e. a ‘booster shot’ for the country’s economy that’s been reeling under the impact of  several waves of  
Covid-19. A materially tangible budget for the public at large and a visibly that provides more significant 
savings at the taxpayers’ end to boost spending. Higher avenues to save shall create a base for greater 
spending, thus invigorating the economy.

Housing & allied industry is no different; however, it was impacted the most in the last couple of  years: 
Pre and During Covid. Therefore, budget FY23 must try to bring back what the pandemic in FY21 –FY22 
took away, i.e., “Demand” - from Housing and Housing Finance Industry and the Means to cater to the 
demand. Presented below is the ABC of  Budget 2022:

Demand Boosters

1. Re-launch of  Housing for all by 2022 mission to Housing for All By 2025: The PMAY mission lost 
two critical terms in meeting targets of  social upliftment, national living standard index, and the slow 
coverage was further impacted by Covid impact. The resurrection of  the mission shall have spiral and 
cascading effects on the infra & allied industry as well.

2. Resumption of  CLSS scheme for MIG – I and MIG - II under PMAY – Urban till Mar-2025: The 
scheme ended in Mar-2021 when almost one year was lost due to Covid.

3. Re-definition of  Affordable Housing and PSL: Affordable Housing definition has remained constant 
over a long period which needs to change considering the rise in property prices. For Metro/ Tier 
1 & 2 locations, houses up to Rs 65 Lakhs for loan loans up to Rs. 50 Lakhs and in other locations 
properties up to 45 lakhs for loans up to Rs. 35 lakhs must be considered under the Affordable 
Housing

4. Creation of  separate AHF Refinance scheme: Currently, the AHF Refinance scheme with an annual 
corpus of  Rs. 10,000/- is eligible for all eligible Prime Lending Institutions. The greater need is felt 
for higher amount allocation and reserving the allocation in 2 segments to provide overall growth 
of  this sector looking at a different cost of  funds (CoF) structures of  Banks / large institutions 
compared with smaller ones. Advocated is to provide two such schemes available till Mar-2025 with 
an annual corpus allocation of  Rs. 15000 Cr.

5. AHF – I : a corpus of  Rs. 7500 Cr for all Banks (Nationalized / Private) and HFCs with > 10,000 Cr 
AUM. /

6. AHF – II: Separate reserved corpus of  Rs. 7500 Cr for all HFCs with <10,000 Cr AUM

Individual Tax Benefits
1. Extension of  Additional interest deduction u/s 80EEA of  Rs. 1.5 Lakhs to Mar-2025: The budget must 

extend the additional interest deduction for Tax benefits on the interest paid for Affordable Housing 
acquisition until Mar-2025. The same is expected to cover for the redefined Affordable Houses

Expectations : Union Budget 2022



Cover Story

February 2022 MEDC Economic Digest8

2. Separate Income Tax section for Home Loan Principal: Since the last two years, the country has had 
two tax regimes for tax deduction benefit, i.e. the Old regime and the New regime. The benefit of  
80C is abolished in the New Regime. On the other hand, 80 C under the Old Regime has an overall 
limit of  Rs. 1.5 Lakhs for many other claims, thus not leaving any material benefit for a home loan. 
Advocated is to remove Home Loan principal from qualification under section 80C and introduction 
of  a separate section of  tax deduction of  up to Rs. 2 Lakhs allowed under both Old and Regime for 
Home Loan principal

3. Continuation of  Sec 24 towards tax benefit of  Rs. 2 Lakhs towards Home Loan interest

4. With the implementation of  GST since July-2017, a broader spectrum is under the indirect tax net, 
thus mopping higher revenue for the Government. Therefore, people expected a reduction in tax 
rates with the corresponding increment in income slabs. It is the most opportune time to provide that 
domain shift to lower the tax rates to bring cheers to the LIG & MIG segments of  the society, which 
form the customer base of  affordable housing finance & properties;

Supply Interventions
1. Extended the Tax holidays till Mar-2026 on profits earned by developers in RERA registered 

affordable housing projects approved/ launched by Mar-2025.

2. Clear push-on Infra development to generate employment as well as make affordable housing projects 
more accessible, which are usually at the periphery of  cities;

3. TDS exemption on dividend payment in REITs shall make them an exciting investment option 
leading to impetus in real estate development - most of  which is in the affordable segment.

All the above shall provide the necessary impetus to boost demand as well as create much-required 
positivity in the overall ecosystem. Buyers shall have more left in their hands and thus can pre-empt their 
decisions that were put in cold storage . The announcement shall awaken the ones who had decided 
property purchase but delayed as well as pull up the new demand to own a house.

Anurag Yadav, CEO – IHH Healthcare India
“The last budget got a cut in health expenditure, which came as a surprise to all as we were still 
fighting the pandemic. Whereas, actually it was an indicator that the government perceives that 
the worst is behind us and we are now on the path of  economic recovery. Thus this year’s budget 
allocation will show us how the government perceives the future position of  the pandemic.

“Additionally, since the pandemic has exposed so many fault lines in the healthcare system, there is a dire 
need for investment in good medical infrastructure. This will not only help us for any future pandemic but 
will also improve the state of  healthcare in the country even more. The idea is to make healthcare available 
and affordable to all fellow citizens, which is only possible through the collective efforts of  public-private 
partnerships.”

“I applaud our government for being thoughtful, and I hope that the allocation to the sector will be higher 
than in the past.”

Dr Vivek Talaulikar, CEO, Global Hospital in Parel, Mumbai
“There is an urgency to come up with long-term strategies and roadmaps to put in place a system to deal 
with the future pandemics. The pandemic has put the spotlight on the state of  PHCs in rural areas and 
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highlighted their significance in early detection of  cases and providing quick help before health conditions 
become more severe. We hope that the government will continue spending on the healthcare sector in the 
upcoming budget, as India is yet to fully vaccinate its population and Covid-19 is far from over with new 
variants being reported across the world.”

“The current spending of  India remains 1.2% to 1.6% of  GDP, which is much lower compared to other 
major economies. The Economic Survey 2020-21 observes that the overall out-of-pocket expenses in 
India on healthcare are 60% of  the total expense on public health. Therefore, in order to overcome 
the twin challenge of  rise in non-communicable and infectious diseases, it is imperative that the public 
spending on healthcare is increased to 4.5% of  the Gross Domestic Product (GDP) over the next 7-10 
years.”

Vishal Bhatia, CFO, True Balance
“Fin-tech companies and small NBFC's have high expectations from this year's Union Budget. I am 
hoping for the budget to dive deeper into the FinTech system and push the community to bridge the 
financial gap between the users and financial institutions. As part of  our core belief, we want personal 
finance to be accessible for everyone from any part of  the world as ‘digital finance’ is the new way of  
living post-COVID-19. Ahead of  the budget, we are positive that along with slight relaxation on the taxes, 
liquidity support from bigger banks and the government will help keep the cash inflow for smaller NBFCs. 
All these focus points will help us go the extra mile and elevate funding along with credit allocation to the 
end-user.”

Arvind Thakur, Board Member, JK Tech

“Budgetary priorities should support sustained growth of  the economy taking into account the immediate, 
medium, and long-term issues of  the industry. In the short term, the focus should be to support economic 
recovery devastated by the pandemic through enhanced exports as a lever. The IT industry is a major 
contributor to exports and Special Economic Zones (SEZ) have provided the impetus to this sector. A 
temporary benefit was provided during the pandemic to extend SEZ benefits to units adopting work from 
home (WFH). With the hybrid model of  work now a reality a clarification is sought in the budget to make 
SEZ benefits permanent for units adopting WFH.
Being future growth engines, the start-up ecosystem needs to be nurtured today to support the medium-
term growth of  the industry. Some of  the anomalies which impede investment can be removed from 
the Budget. Primary among them being the rationalization of  long-term capital gains tax rates between 
resident and non-resident investors in unlisted entities. These are currently different and can be made the 
same by making tax rates of  domestic investors the same as non-resident investors at 10% and creating 
a level playing field. Further, ESOP plays a major role in attracting and retaining talent in Startups. These 
are taxed at the time of  exercising the options which creates issues of  cash flows for the employee making 
the scheme unattractive. It is recommended that for Startups, the point of  taxation be deferred to the time 
of  sale of  the shares.

In the long term, continuous innovation would drive growth. This requires research to be carried out 
at the leading edge in areas like quantum technology. In the 2020 budget speech, FM announced the 
National Mission for Quantum Technologies with an outlay of  Rs 8000 Cr over 5 years. As of  June 2021 
in reply to a question in Lok Sabha, it is learnt that the mission had not received approval and no funds 
were allocated. It would be good to see fund allocation against specific milestones in FY 22-23 for the 
Mission in the Budget.”
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Kundan Shahi, Founder-CEO, LegalPay
Insolvency and Bankruptcy Code has been one of  the key revolutionary moments during the last 
decade akin to the UPI moment for the fintech industry. However, given the pandemic and distress 
in the insolvency domain, the code needs further refinements and amendments for quicker and 
effective resolution to re-start the economic machinery. The Insolvency Law Committee has also 
proposed certain critical changes to the Code such as timelines for approval of  resolution plans, 
closure of  the voluntary liquidation process, continuation of  avoidance transaction proceedings, 
etc. However, the authorities must also focus on additional challenges that affect the majority of  
the CIRPs such as CIRPs being cash starved leading to inordinate delays. There is also lack of  
clarity on the position of  the Interim Financier as to what information the financier is privy to and 
clear cut guidelines for institutions lending in this space. In addition, a framework for fast-track 
disposal of  litigations for timely completion of  the CIRP process is also the need of  the hour.
Furthermore, India’s remarkable step towards setting up bad-banks and detailed guidelines for the 
quicker resolution and cleanup of  balance sheet of  financial institutions is also something we expect 
out of  the Budget.

Nitin Rao, CEO - InCred Wealth
"While there are murmurs going around on budget expectations, we must remember that the budget 
is coming in the midst of  many State Election campaigns. It is unlikely that the Govt will be able to 
announce any earth shattering reforms or populist measures since the Code of  Conduct is in place at 
state levels. I would therefore expect a low-key budget this time and the markets would likely discount 
sentiments revolving around earnings and election expectations in this period.”

Rahul Jha, Chief  Executive Officer at LEI Register India
Although LEI registration has picked up pace over the past few years, it is imperative that certain measures 
are taken for improved adoption at a large scale. One long-standing demand from the government has 
been to start e-registration for proprietorship and partnership firms. It would go a long way in helping 
business firms with better credit penetration.

Furthermore, some more measures may be considered in the Budget. A few recommendations include 
allowing and making an easy process to register businesses as a digital nomad, easing KYC norms for 
corporates and business firms, and linking the Legal Entity Identifier with other registration IDs, which 
would be helpful for regulators and banks to understand companies better.

However, industry is also concerned about KYC norms. Currently, one needs to get the open data for all 
business registration IDs at one platform for business entities like LEI, GST, IEC, PAN, CIN, and others. 
If  these measures are implemented effectively, it will propel the sector ahead immensely, allowing it to 
reach greater heights.

The Fleet owners/commercial car industry has suffered hugely during the pandemic and while it makes 
sense to induct Electric cars, the fleet owners are financially stressed and the financial sector is maintaining 
a negative view about the sector to fund Electric cars for its commercial fleet segment.

Government must declare EV’s for the commercial car industry as a priority sector, implement First Loss 
Guarantee Scheme for the sector and ensure that the public sector banks and financial institutions offer 
easy finance with minimal margin money requirement at low interest rates for EV fleets.
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Harvinder Singh Sikka, MD, Sikka Group
The Government should focus on extending infrastructure status to the sector that has been contributing 
significantly to the country’s GDP. The buyers expect that prices remain stagnant, but it is becoming 
difficult for the developers to hold on to the current prices owing to the increased cost of  raw materials. 
The government should take steps in the upcoming Budget to ensure that real estate gets relief  from 
cartelization, ensuring that prices remain under control and benefits can be passed on to the buyers.

Neerja Birla, Founder and Chairperson, Aditya Birla Education Trust (ABET)
“The Union Budget of  2021-22, allocated over 71,000 crores to the Ministry of  Health and Family 
Welfare. Mental healthcare, however, received only 597 crores. Out of  this, 500 crores were set aside 
for National Institute of  Mental Health and Sciences (NIMHANS) and 57 crores for the mental health 
institute in Tezpur, Assam, leaving a mere 40 crores for the National Mental Health Program that caters 
to the needs of  14% of  India’s population that suffers from mental health issues.

The COVID-19 pandemic has exacerbated India’s mental health crisis by unimaginable proportions. 
The 86,000 calls that we have received on the BMC-Mpower 1on1 Helpline clearly indicate that social 
distancing, isolation from family and friends, loneliness, financial hardships and other difficulties have 
given exponential rise to stress, depression, anxiety, alcohol and substance abuse, domestic violence and 
suicidal tendencies in people. Pre-existing conditions have gotten aggravated for so many.

The pandemic has changed the world as we knew it. In the aftermath of  the contagion and the negative 
impact it has had on all our lives, we need to rethink how we look at mental health. The Union Budget 
2022-23 needs to put focus not only on India’s overall healthcare but also categorically on India’s mental 
healthcare. A substantial budgetary allocation can pave the way for infrastructure to be rapidly developed 
and comprehensive mental healthcare made accessible everywhere, especially in the rural areas, so that all 
those who need help can get it in a timely manner.

India’s mental health issues have remained neglected for far too long. It is time we take concrete steps and 
start caring for those who are suffering silently.”

Arun Nayyar, CEO, NeoGrowth Credit Pvt Ltd.
“In the upcoming Union Budget 2022-23, we expect to see initiatives that would further strengthen the 
financial inclusion of  MSMEs in India and encourage digitisation. With the third wave upon us, we expect to 
see an extension on priority sector lending to NBFCs by banks extending credit to underserved and unserved 
MSME segments. To boost adoption of  digital payments by the MSME sector, we would like to see the 
introduction of  incentives such as tax breaks for merchants who adopt digital payments. For instance: A 
scheme under which a retailer with digital sales above 75% of  all the sales, cash and digital, should incur a lower 
rate of  income tax to accelerate/encourage digital payment adoption. This scheme would help in financial 
inclusion of  small businesses under the formal tax system and help formalize the business transactions.”

Anuj Khosla, Chief  Executive Officer – Digital Business, Hitachi Payment Services
“The Budget 2022 should incentivise the MSME sector to adopt digital payments progressively. The digital 
payment ecosystem can unlock value for MSMEs by helping them expand customer base, improving cash 
flows through faster realization of  funds, providing upsell opportunities, reducing costs and creating a 
digital footprint that would enable easy access to credit at cheaper rates. With the impact of  the pandemic 
and the shift towards online purchases and adoption of  digital payment modes by consumers, MSMEs 



Cover Story

February 2022 MEDC Economic Digest12

need to be adequately equipped to cater to changing customer needs and behaviour while enabling them 
to thrive in an evolving digital landscape”.

Punit Gupta, Founder & CEO, EasyEcom
“Due to a rapid increase in the internet user penetration and increased desire for quick access to goods 
and services among consumers, India's e-commerce business has experienced a significant expansion in 
recent years. When it comes to e-commerce, the options are unlimited, whether it's fashion, clothes, or 
consumer durables industry. As a result, we are seeing a multiplicity of  new business models emerge inside 
ecommerce, such as social ecommerce, recommerce, subscription-based ecommerce, vertical e-commerce 
focused on women, children, and male grooming and fashion. Expectations in the ecommerce sector 
are directed towards the MSME sector, particularly for B2B players. It would be wonderful to see the 
Government implement policies that encourage e-commerce activities along with MSMEs branding to 
promote their market presence.”

Anuj Kumbhat, Founder & CEO, Weather Risk Management Services (WRMS)

“As agriculture remains the backbone of  the rural economy in India, the sector is always the key spotlight 
in the Union Budget. In the current scenario, where the country is making all the possible ways to deal with 
another wave of  the COVID-19 pandemic, we expect the government to allocate a significant amount of  
budget that paves the way for economic revival of  farmers. As we know, COVID has given a booster dose 
to the digital transformation; we would like the government to put policies in place that allows farmers to 
be better aware of  technology-enabled smart approaches in farming. This can be done as an offshoot of  
the much-publicised “Digital India” where there was added impetus on the adoption of  digital technology.

We envision a future where technology becomes the best companion of  the farmer and provides them 
the best productivity from their limited means. This can only be achieved by de-risking farming to impart 
the confidence to adopt the latest innovations and technology among the farmers, especially smallholders. 
Hope the government imparts the agritech sector necessary opportunities and incentives to grow as a 
robust sector within the country’s economy.”

Kapil Bhatia, Founder & CEO, UNIREC

The fashion startups are expecting the government to improve the disposable income of  the consumers 
as well as the reduction in GST rates of  readymade clothings. Current GST rates of  readymade clothes 
that cost above INR 1000 fall under the category of  12 percent and the government should bring it 
down to 5 percent. The government, with its budget, should focus on improving the infrastructure and 
remove any kind of  inconveniences in the supply chain for a smoother functioning of  the fashion retail 
industry. In addition to tax rate reduction, easier compliance and simplification of  taxes are two of  the 
major expectations of  the functional fashion startups in the market. Moreover, the prime motive of  the 
government should be to empower both skilled and unskilled employees.”

Sunil Sharma, Managing Director Sales for Sophos India & SAARC

“Over the last few years, we have seen exponential growth in cyberattacks. The ongoing pandemic and 
work from anywhere models have further increased the attack landscape for cybercriminals. In addition to 
this, organizations are facing cybersecurity resource crunch and stringent budgets. Our expectation from 
the Union Budget is on two aspects: cybersecurity skill gap and cybersecurity awareness. We are hopeful 
of  the Government increasing spending on cybersecurity awareness and training initiatives to empower 
cybersecurity resources. Eventually, this focus will help to create employment as well as good defenses 
against cybercriminals.”
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Budget Highlights

l Expenditure: The government proposes to 
spend Rs 34,83,236 crore in 2021-22. As per 
the revised estimates, the government spent 
Rs 34,50,305 crore in 2020-21, 13% higher 
than the budget estimate.

l Receipts: The receipts (other than 
borrowings) are expected to be Rs 19,76,424 
crore in 2021-22, which is 23% higher than 
the revised estimates of  2020-21. In 2020-21, 
revised estimates for receipts were 29% lower 
than budget estimates. Given the impact due 
to COVID-19, it is useful to see the growth 
from 2019-20, an annual increase of  6%.

l GDP growth: Nominal GDP is expected 
to grow at of  14.4% (i.e., real growth plus 
inflation) in 2021-22.

l Deficits: Revenue deficit is targeted at 5.1% 
of  GDP in 2021-22, which is lower than the 
revised estimate of  7.5% in 2020-21 (3.3% 
in 2019-20). Fiscal deficit is targeted at 6.8% 
of  GDP in 2021-22, down from the revised 
estimate of  9.5% in 2020-21 (4.6% in 2019-
20). The government aims to steadily reduce 
fiscal deficit to 4.5% of  GDP by 2025-26.

l Ministry allocations: Among the top 13 
ministries with the highest allocations, the 
highest annual increase over 2019-20 is 
observed in the Ministry of  Jal Shakti (64%), 
followed by the Ministry of  Consumer Affairs, 
Food and Public Distribution (48%) and the 
Ministry of  Communications (31%).

Main tax proposals in the Finance Bill
l No changes in income tax rates for individuals 

and corporations.

l Limit on tax-free Income from provident 
funds: Tax exemption on the interest income 

Union Budget 2021-22 Analysis
- Parliament Budget

on the employees’ contributions to provident 
funds will be limited up to Rs 2.5 lakh.

l Extensions on tax incentives by a year 
upto the end of  fiscal 2021-22. This includes 
tax deduction upto Rs 1.5 lakh on interest on 
housing loan, and tax holiday for affordable 
housing projects, profits of  startups, and 
investing capital gains in start-ups.

l Agriculture and Infrastructure 
Development Cess: The cess will be levied 
on some imported items including gold, silver, 
alcoholic beverages, coal, and cotton, and 
basic customs duty will be reduced by an equal 
amount. The cess will be levied on petrol and 
diesel at the rate of  Rs 2.5 and Rs 4 per litre 
respectively, with equivalent cuts in excise duty. 
As the cess is not part of  the divisible pool 
of  revenue shared with states, their revenue 
receipts will be adversely affected.

l Changes in customs duty: The duty has 
been increased on some items such as cotton, 
silk, some auto and mobile parts.

l “Mini-budget” announcements made 
earlier: The safe harbour threshold for 
real estate transactions above the circle rate 
increased from 10% to 20%. Encashment of  
leave travel concession will be exempt from tax 
if  the amount is used for purchasing certain 
goods.

l Reduction in time for income tax 
proceedings: Time limit for the re-opening 
of  income tax assessment will be reduced 
from 6 years presently to 3 years.

l Exemption from audit: Businesses which 
carry 95% of  their transactions digitally and 
whose turnover is less than five crore rupees, 
are exempted from keeping audited accounts. 
The threshold will be increased to Rs 10 crore.
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Non-Tax proposals in the Finance Bill

l There are some items that may not meet 
the Money Bill definition. These are listed 
below.

l LIC Act, 1956 amended to create a board of  
directors, issue shares, reduce government 
shareholding upto 51% of  equity (minimum 
75% in the first five years), cap voting rights 
at 5% to shareholders other than central 
government.

l Securities Contracts (Regulations) Act, 
1956 amended to allow pooled investment fund 
which collects money from investors. They 
may borrow money or issue debt securities. 
Consequential amendments made in the 
SARFAESI Act, 2002 and in the Recovery of  
Debts due to Banks and Financial Institutions 
Act, 1993.

l SEBI Act, 1992 amended to require 
registration by Alternative Investment Trusts 
and Business Trusts.

Policy Highlights
l Legislative Changes: A Securities Markets 

Code will be introduced to consolidate 
four Acts including the SEBI Act, 1992 
and the Government Securities Act, 2007. 
The Insurance Act, 1938 will be amended 
to increase the permissible FDI limits in 
insurance companies from 49% to 74%, 
and allow foreign ownership and control 
with safeguards. The Companies Act, 2013 
will be amended to revise the definition of  
small companies by increasing threshold 
for paid up capital (from Rs 50 lakh to Rs 2 
crore) and annual turnover (from Rs 2 crore 
to Rs 20 crore). Certain offences under the 
Limited Liability Partnership Act, 2008 will 
be decriminalised. The Deposit Insurance 
and Credit Guarantee Corporation Act, 1961 
will be amended to ensure that depositors get 
time-bound and easy access to their deposits 
to the extent of  their insurance cover. The 

minimum loan size for NBFCs to be eligible 
for debt recovery under the SARFAESI Act, 
2002 will be reduced from Rs 50 lakh to Rs 20 
lakh.

l Disinvestment: Disinvestment of  Air India, 
IDBI Bank, and Pawan Hans will be completed 
in 2021-22. Legislative amendments will be 
introduced to privatise two public sector 
banks and a General Insurance company. The 
IPO for LIC will also be completed in 2021-
22. The government has approved a strategic 
disinvestment policy under which CPSEs will 
be maintained only in four sectors, with the 
rest being privatised. States will be incentivised 
to disinvest their public sector companies. 
A Special Purpose Vehicle will be used to 
monetise government owned land.

l Finance: An Asset Reconstruction Company 
Limited and Asset Management Company will 
be set up to consolidate and take over existing 
stressed debt, and manage and dispose assets. 
An institutional framework will be created for 
the corporate bond market to instil confidence 
among participants and enhance liquidity of  
secondary markets. An investor charter will 
be introduced for financial investors across all 
products.

l Corporate Affairs: Alternate methods of  
debt resolution and special frameworks for 
MSMEs will be introduced. A Conciliation 
Mechanism will be set up for quick resolution 
of  contractual disputes.

l Commerce and Industry: Seven textile 
parks will be established over three years to 
create infrastructure and increase exports. 
Incorporation of  one-person companies will 
be encouraged by regulatory changes such as 
removal of  restrictions on paid up capital and 
turnover, and NRIs will be allowed to establish 
such companies.

l Labour and Employment: A portal to collect 
information on gig workers, and construction 
workers, among others will be launched to help 
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frame schemes on health, housing, insurance, 
and others for migrant unorganised workers. 
The Apprenticeship Act will be amended to 
enhance apprenticeship opportunities. 

l Health and Nutrition: PM Atma Nirbhar 
Swasth Bharat Yojana will be launched to 
develop capacity of  health systems, strengthen 
national institutions, and create institutions to 
detect and cure new and emerging diseases. 
Mission Poshan 2.0 will be launched after 
merging Supplementary Nutrition Programme 
and the Poshan Abhiyan to strengthen 
nutrition outcomes. The National Nursing and 
Midwifery Commission Bill will be introduced.

l Education: Legislation to set-up a Higher 
Education Commission of  India will be 
introduced, having vehicles for standard-
setting, accreditation, regulation, and funding. 
A grant to create formal umbrella structures 
for institutes of  higher education in nine cities 
will be created. More than 15,000 schools will 
be strengthened to include all components 
of  the National Education Policy and 
subsequently mentor other schools to achieve 
ideals of  Policy.

l Infrastructure and Real Estate: A Bill to 
establish a Development Financial Institution 
for infrastructure financing will be introduced. 
The DFI will be used to establish a lending 
portfolio of  at least five lakh crore rupees 
for financing infrastructure projects. A 
National Monetisation Pipeline of  potential 
infrastructure assets such as dedicated freight 
corridor assets of  the railways will be launched. 
Debt financing of  real estate and infrastructure 
investment trusts by foreign portfolio investors 
will be enabled to ease access of  finance in the 
infrastructure and real estate sectors.

l Transport: Economic corridors to augment 
road infrastructure are being planned in 
Tamil Nadu, Kerala, West Bengal, and 
Assam. A scheme to enable private sector to 
finance, acquire, operate and maintain buses 
in public transport services will be launched. 
New technologies including MetroLite and 

MetroNeo will be used to develop metro 
rail systems in Tier-1 and Tier-2 cities. Seven 
projects for major ports will be offered on 
public-private partnership mode in 2021-22. 
A voluntary vehicle scrapping policy to phase 
out old and unfit vehicles was also announced.

l Energy: A reforms-based scheme to provide 
assistance to power distribution companies 
for infrastructure creation will be launched to 
address concerns over viability. A framework 
to provide choice to consumers among 
distribution companies will be launched. 
Ujjwala scheme will be extended to cover one 
crore more beneficiaries. An independent 
gas transport system operator will be set up 
to coordinate booking of  common carrier 
capacity in all natural-gas pipelines. A Hydrogen 
Energy Mission to generate hydrogen from 
green power sources will be launched.

l Science and Technology: A scheme 
to provide financial incentives for digital 
modes of  payments has been proposed. 
The Deep Ocean Mission will be launched, 
covering survey explorations and projects for 
conservation of  bio-diversity.

l Water and Sanitation: The Jal Jeevan 
Mission (Urban) will be implemented to 
enable universal water supply and liquid 
waste management in urban areas. The Urban 
Swachh Bharat Mission 2.0 will focus on 
sludge and waste water management, and on 
ensuring a reduction in single-use plastic and 
air pollution. 

l Agriculture and allied sectors: Operation 
Green Scheme, currently applicable to 
tomatoes, onions, and potatoes, will be 
enlarged to include 22 perishable products. 
The Agriculture Infrastructure Fund will 
be made available to APMCs to improve 
infrastructure facilities.

l Social Justice: To facilitate credit flow for SCs, 
STs, and women, margin money requirement 
under Stand Up India scheme will be reduced 
from 25% to 15%. 750 Eklavya model residential 
schools will be established in tribal areas.
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Budget estimates of  2021-22 as compared to actuals for 2019-20
The Finance Minister, Ms. Nirmala Sitharaman, introduced Budget 2021-22 on February 1, 2021, amidst 
the COVID-19 pandemic. 2020-21 was a non-standard year with respect to the performance of  the 
economy and government finances. In this note, the budget estimates for 2021-22 have been compared 
to the actual expenditure for 2019-20.

l Total Expenditure: The government is estimated to spend Rs 34,83,236 crore during 2021-22 
which is an annual increase of  14% over 2019-20. Out of  the total expenditure, revenue expenditure 
is estimated to be Rs 29,29,000 crore (12% annual increase over 2019-20) and capital expenditure 
is estimated to be Rs 5,54,236 crore (29% annual increase over 2019-20).

l Total Receipts: The government receipts (excluding borrowings) are estimated to be Rs 19,76,424 
crore, annual increase of  6% over 2019-20. Borrowings are estimated at Rs 15,06,812 crore (27% 
annual increase over 2019-20).

l Transfer to states: The central government will transfer Rs 13,88,502 crore to states and union 
territories in 2021-22 (annual increase of  10% over 2019-20). This includes devolution of  (i) Rs 
6,65,563 crore to states, out of  the centre’s share of  taxes (increase of  1%), and (ii) Rs 7,22,939 crore 
in the form of  grants and loans (increase of  21%). In 2020-21, while devolution to states fell by 30% 
at the revised stage (compared to budget estimates), grants were higher by 26%.

l Deficits: Revenue deficit is targeted at 5.1% of  GDP, and fiscal deficit is targeted at 6.8% of  GDP 
in 2021-22. The target for primary deficit (which is fiscal deficit excluding interest payments) is 
3.1% of  GDP. In 2020-21, as per the revised estimate, revenue deficit is 7.5% of  GDP, and fiscal 
deficit is 9.5% of  GDP.

l GDP growth estimate: The nominal GDP is estimated to grow at a rate of  14.4% in 2021-22. In 
Budget 2020-21, GDP was estimated to grow at 10%, which was revised to -13%.

Table 1: Budget at a Glance 2021-22 (Rs crore)
 Actuals 

 2019-20
Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
 2021-22

Change (Annualised) 
 (Actuals 2019-20 to 

BE 2021-22)
Revenue Expenditure  23,50,604  26,30,145  30,11,142  29,29,000 12%
Capital Expenditure  3,35,726  4,12,085  4,39,163  5,54,236 29%
of  which:      
Capital outlay  3,11,312  3,80,322  3,32,247  5,13,862 29%
Loans  24,414  31,763  1,06,916  40,374 29%
Total Expenditure  26,86,330  30,42,230  34,50,305  34,83,236 14%
Revenue Receipts  16,84,059  20,20,926  15,55,153  17,88,424 3%
Capital Receipts  68,620  2,24,967  46,497  1,88,000 66%
of  which:      
 Recoveries of  Loans  18,316  14,967  14,497  13,000 -16%
 Other receipts (including 
disinvestments)

 50,304  2,10,000  32,000  1,75,000 87%

Total Receipts (without 
borrowings)

 17,52,679  22,45,893  16,01,650  19,76,424 6%

Revenue Deficit  6,66,545  6,09,219  14,55,989  11,40,576 31%
% of  GDP 3.3% 2.7% 7.5% 5.1%  
Fiscal Deficit  9,33,651  7,96,337  18,48,655  15,06,812 27%
% of  GDP 4.6% 3.5% 9.5% 6.8%  
Primary Deficit  3,21,581  88,134  11,55,755  6,97,111 47%
% of  GDP 1.6% 0.4% 5.9% 3.1%  

Notes: Budgeted estimates (BE) are budget allocations announced at the beginning of  each financial year. Revised Estimates 
(RE) are estimates of  projected amounts of  receipts and expenditure until the end of  the financial year. Actual amounts 
are audited accounts of  expenditure and receipts in a year. Change from Actuals 2019-20 to BE 2021-22 represents the 
compounded annual growth rate (CAGR) for the period. 

Sources: Budget at a Glance, Union Budget Documents 2021-22; PRS.
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l Expenses which bring a change to the government’s assets or liabilities (such as construction of  
roads or recovery of  loans) are capital expenses, and all other expenses are revenue expenses (such as 
payment of  salaries or interest payments).

l In 2021-22, capital expenditure is estimated at Rs 5,54,236 crore (annual increase of  29% over 
2019-20). Revenue expenditure is estimated to be Rs 29,29,000 crore (annual increase of  12% 
over 2019-20). In 2020-21, total expenditure was 13% higher than the budget estimate, with revenue 
expenditure increasing by 15% and capital expenditure by 7%. 

l In 2019-20, capital outlay formed 12% of  the total expenditure of  the central government. This is 
estimated to increase to 15% of  the total expenditure in 2021-22.

l In 2021-22, disinvestment is estimated at Rs 1,75,000 crore which is 3.5 times higher than the actual 
disinvestment in 2019-20. The highest disinvestment achieved over the last few years was in 2017-18, 
of  Rs 1,00,045 crore.

Receipts Highlights for 2021-22

l Total receipts (including borrowings) in 2021-22 are estimated to be Rs 34,83,236 crore and net 
receipts (excluding borrowings) are estimated at Rs 19,76,424 crore. Receipts (without borrowings) 
are estimated to record an annual increase of  6% over 2019-20.

l Gross tax revenue is estimated at Rs 22,17,029 crore (annual increase of  5% over 2019-20). Net 
tax revenue of  the central government (excluding states’ share in taxes) is estimated to be Rs 
15,45,397 crore in 2021-22.

l Devolution to states from centre’s tax revenue is estimated to be Rs 6,65,563 crore in 2021-22, 
marginally higher than the devolution of  Rs 6,50,678 crore in 2019-20. 

l Non-tax revenue is expected to be Rs 2,43,028 crore in 2021-22 an annual decrease of  14% over 
the actuals for 2019-20.

l Capital receipts (without borrowings) are estimated to record an annual increase of  66% over 
2019-20. This is on account of  disinvestments, which are expected to be Rs 1,75,000 crore in 2021-
22, as compared to Rs 50,304 crore in 2019-20. Borrowings are expected to be Rs 15,06,812 crore 
in 2021-22 (annual increase of  27% over 2019-20). Borrowings in 2021-22 are estimated to be 
lower than the revised estimate for 2020-21 (of  Rs 18,48,655 crore) by 19%.

Table 2 : Break up of  central government receipts in 2021-22 (Rs crore)

 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
 2021-22

Change 
(Annualised) 

 (Actuals 
2019-20 to BE 

2021-22)
Gross Tax Revenue  20,10,059  24,23,020  19,00,280  22,17,059 5%
of  which:      
Corporation Tax  5,56,876  6,81,000  4,46,000  5,47,000 -1%
Taxes on Income  4,92,654  6,38,000  4,59,000  5,61,000 7%
Goods and Services Tax  5,98,750  6,90,500  5,15,100  6,30,000 3%
Customs  1,09,283  1,38,000  1,12,000  1,36,000 12%
Union Excise Duties  2,40,615  2.67,000  3,61,000  3,35,000 18%
Service Tax  6,029  1,020  1,400  1,000 -59%
A. Centre’s Net Tax Revenue  13,56,902  16,35,909  13,44,501  15,45,397 7%
Devolution to States  6,50,678  7,84,181  5,49,959  6,65,563 1%
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 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
 2021-22

Change 
(Annualised) 

 (Actuals 
2019-20 to BE 

2021-22)
B. Non Tax Revenue  3,27,157  3,85,017  2,10,653  2,43,028 -14%
of  which:      
Interest Receipts  12,349  11,042  14,005  11,541 -3%
Dividend and Profits  1,86,132  1,55,396  96,544  1,03,538 -25%
Other Non-Tax Revenue  1,28,675  2,18,580  1,00,105  1,27,949 -0.3%
C. Capital Receipts (without 
borrowings)  68,620  2,24,967  46,497  1,88,000 66%

of  which:      
Disinvestment  50,304  2,10,000  32,000  1,75,000 87%
Receipts (without 
borrowings) (A+B+C)  17,52,679  22,45,893  16,01,651  19,76,424 6%

Borrowings  9,33,651  7,96,337  18,48,655  15,06,812 27%
Total Receipts (including 
borrowings)  26,86,330  30,42,230  34,50,306  34,83,236 14%

Sources: Receipts Budget, Union Budget Documents 2021-22; PRS.

l Indirect taxes: The total indirect tax collections are estimated to be Rs 11,02,000 crore in 2021-22. 
Of  this, the government has estimated to raise Rs 6,30,000 crore from GST. Out of  the total tax 
collections under GST, 84% is expected to come from central GST (Rs 5,30,000 crore), and 16% (Rs 
1,00,000 crore) from the GST compensation cess.

l Union Excise Duties: Revenue from Union Excise Duties is estimated at Rs 3,35,000 crore (annual 
increase of  18% over 2019-20). In 2020-21, the revised estimate for revenue from excise duties was 
higher than the budget estimate by 35% due to revenue from duty on petrol and diesel. 

l Corporation tax: The collections from taxes on companies are expected to be Rs 5,47,000 crore 
in 2021-22, marginally lower (1%) than 2019-20. In 2020-21, as per revised estimates, revenue from 
corporation tax was Rs 4,46,000 crore, 35% lower than the budget estimate. Among all direct taxes 
revenue from corporation tax declined the most.

l Income tax: The collections from income tax are expected to record an annual increase of  7% in 
2021-22 to Rs 5,61,000 crore. In 2020-21, the revised estimate for revenue from income tax was 28% 
lower than the budget estimate.

l Non-tax receipts: Non-tax revenue consists of  interest receipts on loans given by the centre, 
dividends and profits, external grants, and receipts from general, economic, and social services, 
among others. Non-tax revenue is expected to decrease by 14% over 2019-20 to Rs 2,43,028 crore. 
The decline is due to a 40% fall in the dividend received from the Reserve Bank of  India, nationalised 
banks and other financial institutions owned by the government. 

l Disinvestment target: The disinvestment target for 2021-22 is Rs 1,75,000 crore. This target is 3.5 
times higher than the disinvestment of  Rs 50,304 crore in 2019-20. 
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Expenditure Highlights for 2020-21 

l Total expenditure in 2021-22 is expected to be Rs 34,83,236 crore, which is 1% higher than the 
revised estimate of  2020-21. Expenditure in 2021-22 has increased at an annual rate of  14% over 
2019-20. Out of  this, (i) Rs 10,51,703 crore is proposed to be spent on central sector schemes 
(18% annual increase over 2019-20), and (ii) Rs 3,81,305 crore is proposed to be spent on centrally 
sponsored schemes (11% annual increase over 2019-20).

l The government is expected to spend Rs 8,09,701 crore on interest payments in 2021-22, which is 
17% higher than the revised estimate of  2020-21. It makes up 23% of  the government’s estimated 
expenditure in 2021-22. Expenditure on pensions in 2021-22 is expected to be Rs 1,89,328 crore 
(1% annual increase over 2019-20). 

Table 3: Break up of  central government expenditure in 2021-22 (Rs crore)

 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
 2021-22

Change 
(Annualised) 

 (Actuals 2019-20 
to BE 2021-22)

Central Expenditure      
Establishment Expenditure of  
Centre 5,70,244 6,09,585 5,98,672 6,09,014 3%

Central Sector Schemes/ Projects 7,57,091 8,31,825 12,63,690 10,51,703 18%
Other Expenditure 7,27,025 8,87,574 8,26,536 10,11,887 18%
Centrally Sponsored Schemes 
and other transfers      

Centrally Sponsored Schemes 3,09,553 3,39,895 3,87,900 3,81,305 11%
Finance Commission Grants 1,23,710 1,49,925 1,82,352 2,20,843 34%
of  which:      
Rural Local Bodies 59,361 69,925 60,750 44,901 -13%
Urban Local Bodies 25,098 30,000 25,000 22,114 -6%
Grants-in-aid 10,938 20,000 22,262 35,376 80%
Post Devolution Revenue Deficit 
Grants 28,314 30,000 74,340 1,18,452 105%

Other Grants 1,98,707 2,23,427 1,91,155 2,08,484 2%
Total Expenditure 26,86,330 30,42,230 34,50,305 34,83,236 14%

Sources: Budget at a Glance, Union Budget Documents 2021-22; PRS.

Expenditure on Subsidies: In 2021-22, the total expenditure on subsidies is estimated to be Rs 3,69,899 
crore, an annual increase of  19% over 2019-20. This is largely due to a higher allocation to food subsidy. 
Details are given below (Table 4):

l Food subsidy: Allocation to food subsidy is estimated at Rs 2,42,836 crore in 2021-22, a 49% 
annual increase as compared to 2019-20. In 2020-21 budget, Rs 1,15,570 crore was allocated to food 
subsidy. However, the revised estimate is 266% higher than the budgeted estimate at Rs 4,22,618 
crore. According to the budget speech, additional allocation has been made in the 2021-22 budget to 
clear the pending food subsidy dues of  the Food Corporation of  India.
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l Fertiliser subsidy: Expenditure on fertiliser subsidy is estimated at Rs 79,530 crore in 2021-22, a 
1% annual decrease as compared to 2019-20. In 2020-21, the revised allocation to fertiliser subsidy is 
88% higher than the budgeted allocation.

l Petroleum subsidy: Allocation to petroleum subsidy decreased at an annual rate of  40% from 2019-
20 to 2021-22. The allocation in 2021-22 is 64% lower than the 2020-21 revised estimate at Rs 14,073 
crore. Petroleum subsidy consists of  subsidy on LPG and kerosene. In 2021-22, the LPG subsidy 
is estimated to decrease to Rs 14,073 crore (from Rs 36,072 crore in 2020-21) and no allocation has 
been made for the kerosene subsidy (as compared to Rs 2,982 crore in 2020-21).

l Other subsidies: The government also provides certain other subsidies such as interest subsidies on 
loans given under various government schemes and subsidies for procurement of  agricultural produce 
other than paddy and wheat. In 2021-22, the expenditure on these other subsidies is estimated to be 
Rs 33,460 crore, a 1% annual decrease over 2019-20.

Table 4: Subsidies in 2021-22 (Rs crore)

 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
2021-22

Change 
(Annualised) 

 (Actuals 2019-20 
to BE 2021-22)

Food subsidy 1,08,688 1,15,570 4,22,618 2,42,836 49%
Fertiliser subsidy 81,124 71,309 1,33,947 79,530 -1%
Petroleum subsidy 38,529 40,915 39,055 14,073 -40%
Other subsidies 33,963 34,315 53,116 33,460 -1%
Total 2,62,304 2,62,109 6,48,736 3,69,899 19%

Sources: Expenditure Profile, Union Budget 2020-21; PRS.

Expenditure by Ministries: The ministries with the 13 highest allocations account for 53% of  the total 
budgeted expenditure in 2021-22. Of  these, the Ministry of  Defence has the highest allocation in 2021-22 
at Rs 4,78,196 crore (14% of  the total budgeted expenditure of  the government). Other Ministries with 
high allocation include: (i) Consumer Affairs, Food and Public Distribution, (ii) Home Affairs, (iii) Rural 
Development, and (iv) Agriculture and Farmers’ Welfare. Table 5 shows the expenditure on Ministries 
with the 13 highest allocations for 2021-22 and the annual growth estimated over 2019-20.

Table 5: Ministry-wise expenditure in 2021-22 (Rs crore)

 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
2021-22

Change 
(Annualised) 

 (Actuals 
2019-20 to BE 

2021-22)
Defence 4,52,996 4,71,378 4,84,736 4,78,196 3%
Consumer Affairs, Food and 
Public Distribution

1,17,096 1,24,535 4,50,687 2,56,948 48%

Home Affairs 1,34,978 1,67,250 1,49,388 1,66,547 11%
Rural Development 1,23,622 1,22,398 1,98,629 1,33,690 4%
Agriculture and Farmers’ Welfare 1,01,775 1,42,762 1,24,520 1,31,531 14%
Road Transport and Highways 78,249 91,823 1,01,823 1,18,101 23%
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 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
2021-22

Change 
(Annualised) 

 (Actuals 
2019-20 to BE 

2021-22)
Railways 69,972 72,216 1,11,234 1,10,055 25%
Education 89,437 99,312 85,089 93,224 2%
Chemicals and Fertilisers 82,063 71,897 1,35,559 80,715 -1%
Communications 43,939 81,957 61,060 75,265 31%
Health and Family Welfare 64,258 67,112 82,928 73,932 7%
Jal Shakti 25,683 30,478 24,286 69,053 64%
Housing and Urban Affairs 42,054 50,040 46,791 54,581 14%
Other Ministries 12,60,209 14,49,071 13,93,577 16,41,398 14%
Total Expenditure 26,86,330 30,42,230 34,50,305 34,83,236 14%

Note: Expenditure is net of  recoveries such as fines, and ticket sales.
Sources: Expenditure Budget, Union Budget 2021-22; PRS.

l Ministry of  Consumer Affairs, Food and Public Distribution: Allocation to the Ministry in 
2021-22 saw an annual increase of  48% over 2019-20 due to a higher allocation for food subsidy. 
Due to the same reason, the Ministry’s revised allocation for 2020-21 has also been increased, by Rs 
3,26,151 crore (262%) from the budgeted allocation for the year.

l Ministry of  Railways: Allocation to the Ministry of  Railways in 2021-22 is Rs 1,10,055 crore, an 
annual increase of  25% over 2019-20. 2020-21 revised estimate includes Rs 79,398 crore allocated 
through a special loan to: (i) bridge the resource gap of  Indian Railways caused due to COVID-19 in 
2020-21, and (ii) clear its pension dues for the year 2019-20.

l Ministry of  Health and Family Welfare: Allocation to the Ministry of  Health and Family Welfare 
in 2021-22 is Rs 73,932 crore, an annual increase of  7% over 2019-20. In 2020-21, the Ministry 
was allocated Rs 67,112 crore at the budgeted stage, which has been increased by 24% to Rs 82,928 
crore at the revised stage. This increase is primarily due to an allocation of  Rs 11,757 crore for the 
COVID-19 Emergency Response and Health System Preparedness Package.

l Ministry of  Jal Shakti: Allocation to the Ministry increased to Rs 69,053 crore in 2021-22, which 
is 184% higher than the revised estimate of  2020-21. This increase is primarily due to a higher 
allocation for the Jal Jeevan Mission (earlier known as the National Rural Drinking Water Mission), 
which accounts for 72% of  the allocation to the Ministry.

Expenditure on Major Schemes

Table 6: Scheme-wise allocation in 2021-22 (Rs crore)

 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
2021-22

Change 
(Annualised) 

 (Actuals 2019-20 
to BE 2021-22)

MGNREGS 71,687 61,500 1,11,500 73,000 1%
PM-KISAN 48,714 75,000 65,000 65,000 16%
Jal Jeevan Mission* 10,030 11,500 11,000 50,011 123%
National Health Mission 35,155 34,115 35,554 37,130 3%
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 Actuals 
 2019-20

Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 
2021-22

Change 
(Annualised) 

 (Actuals 2019-20 
to BE 2021-22)

National Education Mission 33,654 39,161 28,244 34,300 1%
Pradhan Mantri Awas Yojana 24,964 27,500 40,500 27,500 5%
Integrated Child Development 
Services

22,032 28,557 20,038 24,114# 5%

Pradhan Mantri Fasal Bima Yojana 12,639 15,695 15,307 16,000 13%
Pradhan Mantri Gram Sadak 
Yojana

14,017 19,500 13,706 15,000 3%

National Livelihood Mission 9,755 10,005 10,005 14,473 22%
AMRUT and Smart Cities Mission 9,599 13,750 9,850 13,750 20%
Green Revolution 9,895 13,320 10,474 13,408 16%
Swachh Bharat Mission 9,469 12,294 7,000 12,294 14%
Pradhan Mantri Krishi Sinchai 
Yojana

8,200 11,127 7,954 11,588 19%

Mid-Day Meal Programme 9,699 11,000 12,900 11,500 9%

Note: *Earlier known as the National Rural Drinking Water Mission. #Umbrella ICDS scheme till 2020-21 and sum 
of  its individual schemes in 2021-22. 

Sources: Expenditure Profile, Union Budget 2021-22; PRS. 

l Among schemes, the MGNREGS has the highest allocation in 2021-22 at Rs 73,000 crore. Allocation 
to the scheme has seen an annual increase of  1% over 2019-20. However, in 2020-21, allocation to 
the scheme has been increased by Rs 50,000 crore (81%) from the budgeted stage to the revised stage, 
following the announcement made under the Aatmanirbhar Bharat Economic Package in May 2020.

l The PM-KISAN scheme (income support to farmers) has the second highest allocation in 2021-22 
at Rs 65,000 crore, an annual increase of  16% over 2019-20. In 2020-21, allocation to the scheme has 
decreased by 13% from Rs 75,000 crore at the budgeted stage to Rs 65,000 crore at the revised stage.

l Allocation to the Jal Jeevan Mission (earlier known as the National Rural Drinking Water Mission) has 
increased by 355% over the revised estimate of  2020-21 to Rs 50,011 crore.

COVID-19 vaccination: The central government has allocated Rs 35,000 crore to the Ministry of  
Finance for COVID-19 vaccination in 2021-22. This allocation has been made for providing financial 
assistance to states to meet their expenditure on COVID-19 vaccination.

Expenditure on Scheduled Caste and Scheduled Tribe sub-plans and schemes for welfare of  
women, children and NER 

l Programmes for the welfare of  women and children have been allocated Rs 2,39,039 crore in 2021-
22, a decrease of  17% over the revised estimate of  2020-21. These allocations include programmes 
under all the ministries. 

l The sub-plans for Scheduled Castes and Scheduled Tribes have been allocated a total of  Rs 2,06,201 
crore in 2021-22, which is a 51% increase over the revised estimate of  2020-21.
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Table 7: Allocations for women, children, SCs, STs and NER (Rs crore) 

 Budgeted 
 2020-21

Revised 
 2020-21

Budgeted 2021-
22

% change 
 (RE 2020-21 to 

BE 2021-22)

Welfare of  Women 1,43,462 2,07,261 1,53,326 -26.0%

Welfare of  Children 96,042 80,462 85,713 6.5%

Scheduled Castes 83,257 82,708 1,26,259 52.7%

Scheduled Tribes 53,653 53,304 79,942 50.0%

North Eastern Region (NER) 60,112 51,271 68,020 32.7%

Sources: Expenditure Profile, Union Budget 2021-22; PRS.

Deficits, Debt and FRBM

The Fiscal Responsibility and Budget Management (FRBM) Act, 2003 requires the central government 
to progressively reduce its outstanding debt, revenue deficit and fiscal deficit. The central government 
gives three-year rolling targets for these indicators when it presents the Union Budget each year. The 
government was supposed to achieve fiscal deficit of  3% of  GDP by March 31, 2021. In Budget 2020-21, 
the fiscal deficit target was relaxed to 3.5% (as permitted by the FRBM Act) and it was estimated that fiscal 
deficit of  3.1% will be achieved by 2022-23. In 2021-22, the government has not provided target for the 
next three years, and will amend the FRBM Act to accommodate the higher fiscal deficit. 

Fiscal deficit is an indicator of  borrowings by the government for financing its expenditure. The estimated 
fiscal deficit for 2021-22 is 6.8% of  GDP. For 2020-21, fiscal deficit is estimated at 9.5% of  GDP, higher 
than the budget estimate of  3.5%. This was primarily due to higher spending, and lower revenue collection 
on account of  COVID-19. The government intends to reach fiscal deficit of  4.5% by 2025-26. 

Table 8: Deficits (as % of  GDP)

 Actuals 
 2019-20

Revised 
 2020-21

Budgeted 
 2021-22

Fiscal Deficit 4.6% 9.5% 6.8%

Revenue Deficit 3.3% 7.5% 5.1%

Sources: Union Budget 2021-22; PRS.

Note that in 2019-20 and 2020-21, the government showed certain expenditure carried out by public 
sector entities (such as the Food Corporation of  India) as extra-budgetary resources, which was not 
included in the fiscal deficit calculation. In 2020-21, extra-budgetary resources were estimated at 0.9% 
of  GDP. Extra-budgetary resources for 2020-21 were revised downwards to 0.6% of  GDP. In 2021-22, 
extra-budgetary resources are estimated to be 0.1% of  GDP as the government has accounted for most 
of  the extra-budgetary resources in the budget. 
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Sources: Medium Term Fiscal Policy Statement, Union Budget (multiple years); PRS.

Revenue deficit is the excess of  revenue expenditure over revenue receipts. Such a deficit implies the 
government’s need to borrow funds to meet expenses which may not provide future returns. The estimated 
revenue deficit for 2021-22 is 5.1% of  GDP. In 2020-21, revenue deficit was 7.5%, higher than the budget 
estimate of  2.7%.

Outstanding debt is the accumulation of  borrowings over the years. A higher debt implies that the 
government has a higher loan repayment obligation over the years. Outstanding debt of  the government 
decreased from 66.7% of  GDP in 2004-05 to 48% of  GDP in 2018-19. The revised estimate of  outstanding 
debt for 2019-20 was 48%. However, the Medium Term Fiscal Policy Statement has not given the estimate 
of  outstanding debt for 2021-22, or revised estimate for 2020-21. 

High borrowings in the current year (indicated by fiscal deficit) and increase in outstanding debt leads 
to high interest cost. In 2021-22, interest payments are estimated to be 15% higher than the interest 
obligations in 2019-20. Interest payment is estimated at 45% of  revenue receipts in 2021-22, up from 36% 
in 2019-20. 

Recommendations by the 15th Finance Commission

The 15th Finance Commission for 2021-26 suggested a path for fiscal consolidation for the centre by 
reducing fiscal deficit to 4% of  GDP, and outstanding liabilities to 56.6% by 2025-26. 

For details on the recommendations of  the 15th Finance Commission see the Annexure.

Table 9: Suggested path for fiscal consolidation (as % of  GDP)

 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
Fiscal Deficit 7.4% 6.0% 5.5% 5.0% 4.5% 4.0%
Revenue Deficit 5.9% 4.9% 4.5% 3.9% 3.3% 2.8%
Outstanding liabilities 61.0% 

62.9%
 61.0% 60.1% 58.6% 56.6%

Sources: Report of  the 15th Finance Commission for 2021-26; PRS.

Annexure: Recommendations of  the 15th Finance Commission for 2021-26

The 15th Finance Commission (Chair: Mr. N. K. Singh) has submitted two reports. The first report, 
consisting of  recommendations for the financial year 2020-21, was tabled in Parliament in February 2020. 
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The final report with recommendations for the 2021-26 period was tabled in Parliament on February 1, 
2021. Key recommendations of  the Commission include:

l Devolution Criteria: The criteria for distribution of  central taxes among states for 2021-26 period 
is same as that for 2020-21. The Commission has used 2011 population data for determining the 
share of  states during its entire award period. To reward efforts made by states in controlling their 
population, the Commission has used the Demographic Performance criterion. States with a lower 
fertility ratio will be scored higher on this criterion.

l Grants-in-aid: The Commission has recommended grants from the centre to states and local bodies 
worth Rs 10.3 lakh crore for the 2021-26 period. These include: (i) revenue deficit grants to 17 states, 
(ii) grants to urban and rural local bodies, (iii) disaster management grants, (iv) grants for eight sectors 
including health, education, and agriculture, and (v) certain state-specific grants (see Table 2).

l Funding of  defence and internal security: A dedicated non-lapsable fund called the Modernisation 
Fund for Defence and Internal Security (MFDIS) will be constituted to primarily bridge the gap 
between budgetary requirements and allocation for capital outlay in defence and internal security. 
The fund will have an estimated corpus of  Rs 2,38,354 crore over the five years (2021-26). Of  this, 
Rs 1,53,354 crore will be transferred from the Consolidated Fund of  India. Rest of  the amount will 
be generated from measures such as disinvestment of  defence PSUs and monetisation of  defence 
lands.

l Fiscal consolidation: The Commission suggested that the Centre bring down fiscal deficit to 4% 
of  GDP by 2025-26. It recommended the fiscal deficit limit (as % of  GSDP) for states to be: (i) 4% 
in 2021-22, (ii) 3.5% in 2022-23, and (iii) 3% during 2023-26. Extra annual borrowing worth 0.5% of  
GSDP will be allowed to states during 2021-25 for undertaking power sector reforms.

Table 10: Criteria for devolution

Criteria 14th FC 
2015-20

15th FC 
2020-21

15th FC 
2021-26

Income Distance 50.0 45.0 45.0

Area 15.0 15.0 15.0

Population (1971) 17.5 - -

Population (2011)# 10.0 15.0 15.0

Demographic Performance - 12.5 12.5

Forest Cover 7.5 - -

Forest and Ecology - 10.0 10.0

Tax and fiscal efforts* - 2.5 2.5

Total 100 100 100

Note: #14th FC used the term “demographic change” which was defined as Population in 2011. *The report 
for 2020-21 used the term “tax effort”, however, there is no difference in the definition of the criteria. 
Sources: Reports of the 14th and 15th Finance Commissions; PRS.
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Table 11: Grants for 2021-26 (five years) (Rs crore)

Grants Amount
Revenue deficit grants  2,94,514
Local governments grants  4,36,361
Disaster management grants  1,22,601
Sector-specific grants  1,29,987
Health 31,755
School Education 4,800
Higher Education 6,143
Implementation of  agricultural reforms 45,000
Maintenance of  PMGSY roads 27,539
Judiciary 10,425
Statistics 1,175
Aspirational districts and blocks 3,150
State-specific grants 49,599
Total 10,33,062

Source: Report of  the 15th Finance Commission; PRS.

l The Commission observed that the recommended path for fiscal deficit for the Centre and states 
will result in a reduction of  total liabilities of: (i) the Centre from 62.9% of  GDP in 2020-21 to 
56.6% in 2025-26, and (ii) the states on aggregate from 33.1% of  GDP in 2020-21 to 32.5% by 
2025-26. It recommended forming a high-powered inter-governmental group to: (i) review the fiscal 
responsibility legislation (FRBM Act), (ii) recommend a new fiscal responsibility framework and 
oversee its implementation.
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Reactions : Union Budget 2022
Nischal Shetty, CEO, WazirX: 
‘‘Clarity on income tax is a huge 
positive step for the crypto 
industry. This also removes 
any fear people had about the 
impending ban. We now know 
that the government is definitely 
inching towards regulations in 
this sector.”

Uday Kotak, MD, Kotak 
Mahindra Bank: ‘‘Budget: 
trust based governance to build 
atmanirbhar bharat. Reposes 
faith in taxpayers, entrepreneurs, 
investors. Build an open, digital and inclusive India with a 25 year vision. I am proud to be Indian.”

Nikhil Kamath, Co-founder, True Beacon and Zerodha: ‘‘Sometimes boring is good- From a market, 
investor/trader standpoint nothing has changed so this will largely play out as a non-event for the stock 
markets. It is a positive step to see that this budget will take steps to regulate virtual currency. While how 
this will be implemented will determine if  establishing a CBDC will result in less expensive currency 
management and a boost to the economy as a whole. International cues have been positive over the last 2 
days, and we seem to be following them for now.”

Rakesh Jhunjhunwala, Partner, Rare Enterprises: ‘‘I can bet on that net tax revenue in current year 
is Rs 3-4 lakh crore higher than budget expectations for the rest of  financial year 2021-22. Hence, fiscal 
deficit will be 1-1.5 percent lower than budget estimates. This clearly indicates that next year collection will 
be higher than Rs 4 lakh crore, so this is ultra conservative estimates of  tax collections.”

Chandan Garg, Chairman & MD, Innovana Group: ‘‘The extension of  ECLGS scheme is a welcome 
move for MSMEs. The credit and fiscal support of  5 lakh crore will give a huge boost to this sector 
encouraging new businesses to come to the fore. This announcement will certainly generate more than 
10 lakh of  employment opportunities in a short span of  time. However, a slight focus on easing the trade 
and the taxation policies for MSMEs facilitating more freedom to do business was also expected from this 
year’s budget announcement.”

Siddharth Maurya, Resource Specialist, Fund Management: ‘‘The Budget session has taken some 
prudent initiatives for MSMEs and India Inc for start-ups. The tax concession period has been extended 
by one more year, which in my opinion is a very positive move. Likewise, a 15% tax has been decided for 
the newly incorporated manufacturing unit. The period of  incorporation has been increased by one more 
year to 31-3-2024. This will further boost manufacturing activities.”

Sameer Aggarwal, CEO and Founder, RevFin: “Introduction of  ‘Digital Rupee’ using blockchain 
technology sends a strong message that India is at the forefront of  technology adoption. A digital currency 
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will bring in transparency to transactions and will enable accounting of  all money, thereby reducing use 
of  black money and cash based transactions. Issuance of  the currency by RBI will result in a structured 
approach with controlled regulation. It is unclear at this stage if  private digital currencies will be allowed 
to operate and compete with the rupee in India.”

Richard Pattle, CEO, True Beacon Global: “As a foreign entrepreneur working in India and co-
founder of  one of  the first funds in GIFT City - True Beacon Global - I am delighted with the focus of  
Narendra Modi's government to develop the SEZ. This will further develop the ecosystem into a world-
class fintech hub. Along with my co-founder, Nikhil Kamath, we are confident this announcement by the 
FM will further accelerate the international investor trust and attract further capital into one of  the fastest 
growing economies in the world.”

Satish Gidugu, CEO, Medi Assist Healthcare Services: ‘‘Open platform for the National Digital 
Health Ecosystem is a welcome move to accelerate digital health push. The insurance industry, as the 
largest single consumer of  the healthcare services, has the best understanding of  access to healthcare and 
financing of  costs.”

Harish Prasad, Head of  Banking, India, FIS: ‘‘The formal announcement of  the Finance Minister 
on launch of  India’s CBDC, the Digital Rupee, during 2022-23 is a much awaited and positive move. This 
will trigger a wave of  preparatory activity amongst retail payments providers and apps to offer payment 
mechanisms using the Digital Rupee, along the lines as has been seen in China with major Digital payments 
players and apps offering Digital Yuan payments via their apps.”

Umesh Mohanan, CEO, Indel Money: ‘‘By extending the Emergency Credit Line Guarantee Scheme 
(ECLGS) for MSMEs by one more year, the Finance Minister has addressed the wider issue of  credit 
flows to small businesses, which is critical for a faster pace in economic recovery and job creation. This 
along with the proposed introduction of  digital currency by the RBI sooner than later will not only see 
the credit needs of  MSMEs addressed on tap and on time going forward but also keep the asset quality 
of  lenders to the sector intact despite the Omicron wave adding to the risks. This is a big positive for the 
business growth of  MSME focused lenders like us."

Abheek Barua, Chief  Economist, HDFC Bank: ‘‘The 2022-23 budget finely balanced fiscal retreat with 
supporting economic recovery. The budget focussed on a familiar strategy of  driving capital expenditure 
to drive growth, with the intention of  crowding in private investment through higher public spending. 
Although markets could be disappointed with a higher fiscal deficit of  6.4% of  GDP for FY23 than 
expected, it is perhaps prudent to not undertake aggressive fiscal consolidation at this nascent stage of  
recovery. While elevated market borrowings are likely to pressurise bond yields, inclusion of  green bonds 
in the borrowing plan are an interesting innovation.”

Alok Loyalka, CFO India and Director Tax, Fidelity International: “The budget is growth-oriented 
with an impetus on capital expenditure to fuel economic growth and employment generation. Steps such 
as reducing surcharge on unlisted shared from 28.5% to 23% are likely to ease investor exits from start-
ups. SEZ Act to be replaced with the new legislation is a much-needed announcement. This will help 
address new ways of  working from home, introduce agility in SEZ activity and reduce the compliance 
burden.”
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Union Budget 2022-23: 
There are initiatives in the 
infrastructure sector that can be 
supported and where a quantum 
jump in expenditure can lead to 
significant benefits and increased 
employment.

A considerable section of  
the commentary around the 
Budget is about the continuing 
importance of  public spending, 
as private consumption remains 
tentative — exacerbated by 
the uncertainty around the 

Indian Union Budget 2022: Workers under MGNREGA. PTI

Budget 2022: Three focus areas that 
can propel India to a job-intensive, high 

growth trajectory
- Pratha Mukhopadhyay

Senior Fellow, 
Centre for Research Policy

pandemic and the need to build 
back reserves that have depleted 
over the past two years. Private 
capital formation too, influenced 
by the tentativeness of  private 
consumption, remains moribund. 
The burden of  carrying the 
economy thus continues to rest 
on the government’s none too 
broad shoulders.

Given the hesitancy to spend, 
cash transfer and schemes 
like MGNREGS (yes, with 
good panchayat governance, it 

can build much needed local 
infrastructure, but this condition 
is often not fulfilled) may not be 
up to the task and the call is for 
the government to spend directly. 
But, to what end? Surely, the intent 
is to boost employment through 
public expenditure, in addition 
to generating direct demand for 
certain products. Besides, the 
secondary employment gains 
from such production may be 
low, due to excess capacity and 
low labour intensity.
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In this context, the government’s 
splurge on production linked 
incentives (PLI) is worth 
watching. It relies more on 
external demand than domestic 
and it would be gratifying to see it 
succeed because it would generate 
both exports and employment. 
However, it would be good to 
see how the initial push pans out 
before pouring more resources 
into this strategy.

The other approach is a massive 
push on new infrastructure 
projects — a strategy used by 
China both in the aftermath of  
the Asian Financial Crisis and 
the Global Financial Crisis. But, 
while this approach arguably 
helped China avoid a hard 
landing, it is unclear whether it is 
the appropriate strategy for India 
at this time. New projects are 
capital intensive and slow start 
- they will not help to maximise 
employment.

Besides, new projects can be of  
dubious value and, unlike China, 
often not well coordinated 
with other investments, e.g. 
the Mumbai Ahmedabad high-
speed rail project is not part 
of  the Mumbai regional plan. 
Similarly, it is unclear how the $4 
billion Delhi-Mathura regional 
rail will affect the evolution of  
the National Capital Region. 
Where, then, should government 
expenditure be directed?

One immediate high 
job generator can be 
the maintenance and 
improvement of  existing 
assets.

The United States is a cautionary 
tale of  the consequence of  
postponed investments in 
infrastructure maintenance 
and rehabilitation. Here, 
there are existing schemes 
that can be scaled up quickly. 
The Dam Rehabilitation 
and Improvement Project 
(DRIP) currently covers a tiny 
percentage of  over 5,000 large 
dams in India, with a total 
expenditure that is a fraction 
of  even local projects like the 
Delhi Mathura regional rail. 
Over 300,000 kilometres of  
rural roads built under the 
Pradhan Mantri Gram Sadak 
Yojana (PMGSY), perhaps 
India’s most transformative 
central scheme, are now more 
than 10 years old and needs 
extensive rehabilitation.

While there are initiatives like 
e-MARG to facilitate this, 
the expenditure needs to be 
ramped up significantly. A third 
area is electricity distribution, 
especially in smaller urban 
areas, where rising use and 
increased connections means 
that antiquated networks are no 
longer fit for purpose. Nor are 
they renewable energy ready.

A recent NITI Aayog report 
recognises that “loss-
making discoms are unable 
to invest in the upgradation 
and maintenance of  their 
equipment due to lack of  
resources”. These are just three 
examples in the infrastructure 
sector where there are 
existing initiatives that can 
be supported and where a 
quantum jump in expenditure 
can lead to significant benefits 
and increased employment.

The second focus should 
be to look beyond physical 
capital to human capital, 
which has been badly hit 
during this pandemic.

India is among the countries 
that have used prolonged school 
shutdowns in order to manage 
the pandemic. While online 
education has helped to some 
extent, the loss in learning is 
likely to be substantial and 
unequally distributed, with 
the largest losses among the 
poorer and rural populations. 
Learning deficiencies in primary 
school are especially pernicious 
and affect lifelong learning 
and skill acquisition. Without 
intervention, these school 
closures may massively affect the 
quality of  our workforce in the 
coming years, just as we need to 
accelerate our growth.

Cover Story



February 2022MEDC Economic Digest

Macro Musings

31

Introduction 

Union Budget 2022 has clearly 
laid a strong thrust on capital 
expenditure and infrastructure 
development. That is to be 
welcomed. Largely due to the 
pandemic, the Indian economy 
is facing its most prolonged 
slowdown in the past three 
decades. This budget was a 
sincere attempt to change the 
narrative of  the economy. The 
good news is that India will 
remain the world’s fastest growing 
major economy in 2021-24, as 
per the World Bank and IMF 
data, with the latter projecting a 
growth rate of  7.1% in real GDP 
for 2023-24. The proposals in 
Budget 2022 … if  implemented 
adequately … could help to 
make that a reality. Keynes had 
argued that governments need to 
fix problems in the short-term, 
rather than wait for markets 
to solve them in the long run. 
Nowhere is this truer than in 
India. To bring about inclusive 
and sustainable economic 
growth in India, the government 
has to remain in the driver’s seat. 
That is the underlying message 
of  Budget 2022.

The changing narrative

Policymakers have realized that 
private sector investment is now 
limited and channelized into 
select sectors of  the economy. 
That is why the government 

Budget 2022 – Emphasizing Agile Policy, Capital 
Expenditure, and Infrastructure Development 

- Dr. Dhananjay Samant
Chief  Economic Adviser

MEDC

has done the heavy lifting in the 
budget, through a massive thrust 
on capital expenditure (capex), 
despite its own rather precarious 
fiscal health. With the emerging 
economic tradeoffs, conducting 
effective monetary policy will 
become more challenging, but 
that cannot be avoided. The 
government’s capex has been 
increased by 35%, and much of  
it focused on the seven engines 
of  growth … roads, railways, 
airports, ports, mass transport, 
waterways and logistics. The 
PM’s Gati Shakti Plan pertaining 
to multi-modal connectivity is 
one of  the largest beneficiaries 
of  Budget 2022. 

Economic Survey 2022 made 
a case for what it called agile 
policy, which responds rapidly 
to changes in the overall 
economic landscape, using newly 
available high-frequency data. 
Policymakers must ensure that 
they do not fail the country on 
this front. It is important not only 
from the viewpoint of  keeping 
citizens updated about the latest 
socioeconomic developments, 
but also assisting our private 
sector, which often establishes 
its investment priorities based on 
public policy pronouncements. 
The government needs to make 
official data available in the 
public domain in a timely and 
spreadsheet-compatible manner, 
and ensure that all databases are 

attuned to each other and over 
time. This is a basic requirement 
for a smooth-functioning 
and mature economy, which 
policymakers have, unfortunately, 
not taken seriously enough for 
far too long.

The budget revealed that, 
rather than dispense doles, the 
government prefers to pump-
prime the economy by giving a 
massive boost to public spending. 
That shows an enlightened 
approach. The FM has emphasized 
the role of  technology in the 
agricultural sector, and also paid 
due attention to MSMEs. The 
overriding theme of  the budget is 
clearly growth restoration and the 
creation of  gainful employment 
opportunities.

Conclusion

The infrastructure push in Budget 
2022 is encouraging, as it contains 
the promise of  a multiplier effect 
in the entire economy. The next 
logical step would be to focus on 
implementation of  the various 
planned projects and ensure that 
all loopholes in their execution 
are sealed. The budget has 
maintained a steady policy course 
and expanded on the strategies 
and intent of  its predecessors. 
With its system of  checks and 
balances, it should help to boost 
an economic recovery and 
pave the way for inclusive and 
sustainable development.
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