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INFRASTRUCTURE PUSH NOW, FISCAL CONSOLIDATION LATER 
The Union Budget has provided reasonable stimulus to growth, but concerns remain about fiscal deficit 

 The fiscal year 2020-21 has been an extraordinary one, where India had to face an acute economic 
crisis triggered by a non-economic factor — a pandemic. The National Statistical Office has estimated that the 
economy would shrink by 7.7%. There are other estimates which put the shrinkage at an even higher level. 
Against this background, there were huge expectations from the Union Budget regarding stimulus to growth. 
The Budget, taken as a whole, has provided reasonable stimulus to growth through a change in the 
composition of expenditure and other measures to improve the climate for investment. But concerns remain 
about fiscal deficit. 
 
Transparency versus stimulus 
 Proposed growth in central expenditure, both in 2020-21 Revised Estimates (RE) and in 2021-22 
Budget Estimates (BE), indicates the extent of contemplated fiscal stimulus. Since three quarters of 2020-21 
have already passed, the expenditure push in 2020-21 RE over actual expenditure in 2019-20 has to be 
implemented in the last quarter. Controller General of Accounts data for expenditures already incurred in the 
first nine months of 2020-21 indicate that for reaching the projected RE levels, the growth required in the last 
quarter of the current fiscal year over the corresponding period of the previous year would be 102.9% for total 
expenditure, 109.9% for revenue expenditure, and 60.3% for capital expenditure. These upsurges appear 
extraordinary. This involves transferring on to the Budget, the accumulated food subsidies amounting to 
₹2,54,600crore given to the Food Corporation of India through National Small Savings Fund (NSSF) loans. The 
balance of subsidies amounting to ₹1,68,018crore would be the food subsidy pertaining to 2020-21 (RE). This is 
a desirable change towards transparency. Taking revenue expenditure figures as budgeted, a contraction of 
2.7% is seen in 2021-22 BE over 2020-21 (RE). However, after adjusting for the NSSF-accumulated food subsidy 
amount, the growth in revenue expenditure in 2021-22 (BE) is 6.7%. A good part of expenditure for the last 
quarter of 2020-21 may also pertain to clearing unpaid dues of various stakeholders including the private 
sector, autonomous bodies and government-aided institutions. Clearing these payments is desirable and 
would add to demand. It is these overdue expenditures which would enable the government to reach the high 
expenditure growth levels in the last quarter of this fiscal year. The main expenditure push comes through a 
budgeted growth of 26.2% in capital expenditure in 2021-22. Relative to GDP, capital expenditure is expected 
to increase from 1.6% in 2019-20 to 2.3% in 2020-21 RE and 2.5% in 2021-22 BE, signalling a significant change 
in priority. 
 
Receipts augmentation 
 Budgeted increase in the Centre’s gross tax revenues is dependent on nominal GDP growth of 14.4%, 
with a buoyancy of 1.6 for direct taxes and 0.8 for indirect taxes. The assumed high buoyancy of direct taxes 
appears optimistic although there would be a positive base effect. The nominal income growth projected may 
also be optimistic. 
 Significant increases are planned in non-tax revenues and non-debt capital receipts. From a 
contraction of 35.6% in 2020-21 (RE), non-tax revenues are budgeted to grow by 15.4% in 2021-22. This 
increase is mainly predicated on higher dividends from non-departmental undertakings and spectrum sales. In 
the case of non-debt capital receipts, mainly covering disinvestment, a budgeted growth of 304.3% in 2021-22 
stands in contrast with the contraction of 32.2% in 2020-21 (RE). Disinvestment initiatives have so far yielded 
minimal results. 
 An important initiative pertains to the launching of a National Monetisation Pipeline. This would be the 
first practical step towards asset monetisation. The pipeline may eventually start yielding revenues, but the 
time lags involved remain unpredictable because of various potential disputes and claims associated 
particularly with government-owned land. A transparent auction process needs to be set up to facilitate 
suitable price discovery. Slippage in revenue estimates may not be ruled out on account of realisation of lower 
than anticipated increases in nominal GDP growth, direct tax buoyancy, and disinvestment targets. 

https://www.thehindu.com/coronavirus/
https://www.thehindu.com/business/Economy/indias-real-gdp-estimated-to-contract-by-77-in-2020-21/article33521311.ece
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Infrastructure and initiatives 
 The budgeted increase in capital outlay would provide the central government’s share to the National 
Infrastructure Pipeline. However, success of the infrastructure expansion plan would depend on other 
stakeholders of the pipeline playing their due role. These include State governments and their public sector 
enterprises and the private sector. Some of the proposed Budget initiatives include setting up of a 
Development Finance Institution (DFI) with an initial capital of ₹20,000 crore, to serve as a catalyst for 
facilitating infrastructure investment. In order to manage non-performing assets of public sector banks, there 
is a proposal to set up an Asset Reconstruction Company and an Asset Management Company. These 
institutional initiatives may prove to be effective. Much depends upon the fine-tuning the operations of these 
institutions. 
 In the action taken report, the Union government has accepted the recommended vertical share of 
41% for the States in the shareable pool of central taxes. The government has accepted the Fifteenth Finance 
Commission’s recommendation for revenue deficit grants, local body grants and disaster-related grants. The 
scope of revenue deficit grants has been extended to cover 17 States in the initial years. The determination of 
these grants is not based on equalisation principle although some norms have been used in the assessment 
exercise. However, the government has put on hold the consideration of State-specific and sector-specific 
grants including performance-based incentives. The substantive issue pertains to the mode of transfers in 
terms of general-purpose unconditional transfersvis-à-vis specific purpose and conditional transfers. States 
had shown a preference for the former mode and it is for this reason that the 14th Finance Commission had 
raised the States’ share from 32% to 42%. The reduction from 42% to 41% is only on account of the 
consideration of 28 States excluding Jammu and Kashmir because of its new status. The increasing resort to 
the imposition of cesses which are almost permanent have reduced the shareable pool. In fact, the States’ 
share in the Centre’s gross tax revenues is only 30% in 2021-22 (BE). 
 
A road map 
 The COVID-19 shock has fortified the sharp upsurge in fiscal deficits in 2020-21 and 2021-22. The 
Fifteenth Finance Commission has also proposed a revised fiscal consolidation road map for the Centre and 
States. The Fifteenth Finance Commission has recommended the setting up of a High-Powered 
Intergovernmental Group to re-examine the fiscal responsibility legislations of the Centre and States. In the 
context of COVID-19, some economists have gone to the extent of advocating almost giving up the prudential 
norms. This will be a wrong lesson to learn from the crisis. The Centre has indicated taking the fiscal deficit to 
4.5% of GDP by 2025-26. The Finance Commission has also indicated a similar figure. 
 The issue of debt sustainability can be certainly re-examined by taking into account the evolving 
profiles of debt, interest payments, and primary deficits relative to GDP. Fiscal deficit must be related to 
household savings in financial assets and the interest payments to revenue receipts. It should not be forgotten 
that in fiscal 2021-22, interest payments to total revenue receipts will be 45.3%, pre-empting a significant 
proportion of revenue receipts. We must be conscious of the burden of the rising stock of debt. 
 

Meanings of Difficult Words: 
 infrastructure (noun) – the basic physical or 

organisational structure or framework that a 
country or organization needs in order to function 
properly. For a whole nation, it includes all the 
physical systems such as buildings, roads & 
railways networks, utilities, etc. 

 push (noun) – effort, initiative, drive. 
 fiscal consolidation (noun) – it is a reduction in 

the underlying (basic) fiscal deficit and public debt. 

 stimulus (noun) – In economics, stimulus refers to 
attempts to use monetary or fiscal policy (or 
stabilization policy in general) to stimulate the 
economy; impetus, boost, incentive, fillip. 

 fiscal deficit (noun) – the difference between total 
expenditure and total income of the government. 

 fiscal (year) (noun) – financial year. 
 extraordinary (adjective) – unusual, uncommon, 

rare, surprising. 

https://www.lexico.com/en/definition/infrastructure
https://www.lexico.com/en/definition/push
https://www.lexico.com/en/definition/stimulus
https://www.lexico.com/en/definition/fiscal
https://www.lexico.com/definition/extraordinary
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 acute (adjective) – severe, intense, serious. 
 trigger (verb) – cause, produce, bring about. 
 pandemic (noun) – the worldwide spread of a new 

disease; The illness spreads around the world and 
typically affects a large number of people across a 
wide area. 

 National Statistical Office (NSO) (noun) – The 
Ministry of Statistics and the Department of 
Programme Implementation has two wings, one 
relating to Statistics and the other Programme 
Implementation. The Statistics Wing called the 
National Statistical Office (NSO) gives considerable 
importance to coverage and quality aspects of 
statistics released in the country. The statistics 
released are based on administrative sources, 
surveys and censuses conducted by the Center 
and State Governments and non-official sources 
and studies. 

 shrink (verb) – lessen, reduce, decrease. 
 shrinkage (noun) – reduction, lessening, lowering, 

drop, decline. 
 background (noun) – surrounding, 

backdrop, circumstances. 
 as a whole (phrase) – all together, in general. 
 composition (noun) – formation, structure, 

arrangement. 
 measure (noun) – action, step, procedure. 
 climate (noun) – situation. 
 transparency (noun) – clarity, 

straightforwardness, openness, honesty, 
unambiguity. 

 Revised Estimates (RE) (noun) – Revised Estimates 
are mid-year review of possible expenditure, 
taking into account the rest of expenditure, New 
Services and New instrument of Services etc. 

 Budget Estimates (BE) (noun) – Amount of money 
allocated in the Budget to any ministry or scheme 
for the coming financial year. 

 contemplated (adjective) – considered, 
deliberated, calculated. 

 Controller General of Accounts (CGA) (noun) –
 Controller General of Accounts (CGA) is The 
Principal Advisor on Accounting matters to the 
Union Government. It is responsible for 
establishing and managing a technically sound 
Management Accounting System. It is responsible 
for preparation and submission of the accounts of 
the Union Government. It is responsible for 
exchequer control and internal audits. 

 incur (verb) – cause, bring on, be subject to. 

 quarter (noun) – a period of three months 
(considered as one fourth of a year). 

 corresponding (adjective) – comparable. 
 revenue expenditure (noun) – Revenue 

Expenditure is that part of government 
expenditure that does not result in the creation of 
assets. Payment of salaries, wages, pensions, 
subsidies and interest fall in this category as 
revenue expenditure examples. Also, note that 
revenue expenses are incurred by the government 
for its operational needs. 

 capital spending/capital expenditure 
 (CAPEX) (noun) – the money spent on the 
acquisition of assets like land, buildings, 
machinery, equipment, as well as investment in 
shares. 

 upsurge (noun) – sudden increase or rise of 
something. 

 amount to (verb) – add up to, be equal to, be 
equivalent to, represent. 

 Food Corporation of India (FCI) (noun) – The Food 
Corporation of Indi (FCI) is an organization created 
and run by the Government of India. It is a 
statutory body under the Ministry of Consumer 
Affairs, Food and Public Distribution, Government 
of India, formed by the enactment of Food 
Corporation Act 1964. It was set up on 14 January 
1965 to implement the following objectives of the 
National Food Policy. Effective price support 
operations for safeguarding the interests of the 
farmers, Distribution of foodgrains throughout the 
country for public distribution system & 
Maintaining satisfactory level of operational and 
buffer stocks of foodgrains to ensure National 
Food Security. 

 National Small Savings Fund (NSSF) (noun) – The 
National Small Savings Fund (NSSF) was 
established by the Union Government in 1999. All 
deposits received under small savings schemes 
(including public provident fund deposits and 
savings certificates) are credited to the National 
Small Saving Fund (NSSF). Attractive interest rates 
and sovereign guarantee make small savings 
schemes very popular.  The net collections are 
invested in central and state government special 
securities. Net collections under NSSF are also 
invested in various public agencies like Food 
Corporation of India and National Highways 
Authority of India (NHAI) as well. 

https://www.lexico.com/definition/acute
https://www.lexico.com/definition/trigger
https://www.lexico.com/definition/pandemic
https://en.oxforddictionaries.com/definition/shrink
https://en.oxforddictionaries.com/definition/shrinkage
https://www.lexico.com/definition/background
https://www.lexico.com/definition/as_a_whole
https://www.lexico.com/definition/composition
https://www.lexico.com/synonyms/measure
https://www.lexico.com/en/definition/climate
https://en.oxforddictionaries.com/definition/transparency
https://en.oxforddictionaries.com/definition/contemplate
https://www.lexico.com/definition/incur
https://www.lexico.com/definition/quarter
https://www.lexico.com/definition/corresponding
https://en.oxforddictionaries.com/definition/upsurge
https://en.oxforddictionaries.com/definition/amount
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 pertain to (verb) – concern, relate to, be 
connected with. 

 contraction (noun) – In economics, it refers to a 
decline in national output as measured by gross 
domestic product; economic decline (recession). 

 dues (noun) – payment, contribution (which is 
(long) pending). 

 stakeholder (noun) – a person with an interest in 
something. 

 autonomous (noun) – self-governing, 
independent, self-determining. 

 Gross domestic product (GDP) (noun) – a measure 
of economic activity in a country. It is the total 
value of a country’s annual output of goods and 
service. 

 signal (verb) – indicate, communicate, express, 
signify. 

 receipts (noun) – proceeds, money received, 
payment received, turnover. 

 augmentation (noun) – increase, 
expansion, multiplication, enlargement. 

 nominal (adjective) – minimal. 
 buoyancy (noun) – vigour/strength, high level of 

activity, growth. 
 optimistic (adjective) – positive, confident, 

hopeful. 
 Non-Tax Revenue (noun) – It is the recurring 

income earned by the government from sources 
other than taxes. Description: The most 
important receipts under this head are 
interest receipts (received on loans given by 
the government to states, railways and others) 
and dividends and profits received from public 
sector companies. 

 Non-Debt Capital Receipts (NDCR) (noun) – non 
debt capital receipts (NDCR) of the union 
government include: Recoveries of loans and 
advances given to state governments, Union 
territories and foreign governments. 
Disinvestment proceeds. Money accrued to the 
Union government from listing of central 
government companies and issue of bonus shares. 

 predicate on/upon (phrasal verb) – base, be 
dependent, found, establish, premise. 

 dividend (noun) – profit, earnings, income, yield, 
return, winnings, receipts, proceeds. 

 undertaking (noun) – enterprise, business, 
operation, company. 

 spectrum (noun) – wide range, gamut, ambit (of 
something with two extreme points). 

 disinvestment (noun) – the process by which the 
Union government either sells its stakes in a PSU–
fully or partially–or lists it on the stock market. 

 in contrast (phrase) – when compared to another. 
 so far (phrase) – until now, up to the present, up 

to this point. 
 yield (verb) – produce, give, provide (a return, 

financial gain). 
 monetisation (noun) – In general, it is the process 

of converting something (e.g. an asset) into 
money. 

 National Infrastructure Pipeline (NIP) (noun) – a 
group of social and economic infrastructure 
projects in India over a period of five years with an 
initial sanctioned amount of ₹102 lakh crore. The 
pipeline was first made public by the Prime 
Minister of India during his 2019 Independence 
Day speech. 

 eventually (adverb) – in the end, in due course, 
after some time. 

 time lag (noun) – a period of time between two 
related events. 

 set up (phrasal verb) – establish, start/begin, 
inaugurate, create. 

 facilitate (verb) – make easy, make 
possible; assist, help/aid. 

 slippage (noun) – deficiency, shortage. 
 rule out (phrasal verb) – eliminate, reject, dismiss. 
 on account of (phrase) – because of, owing to, due 

to, by virtue of. 
 anticipated (adjective) – expected, foreseen, 

predicted. 
 outlay (noun) – expenditure, expenses, spending. 
 play a part/role (phrase) – contribute to, be 

instrumental in, be a factor in. 
 Development Finance Institution (DFI) (noun) –

 Development Finance Institutions (DFIs) are 
specialised development organisations that are 
usually majority owned by national governments. 
DFIs invest in private sector projects in low and 
middle-income countries to promote job creation 
and sustainable economic growth. They apply 
stringent investment criteria aimed at 
safeguarding financial sustainability, transparency, 
and environmental and social accountability. 

 catalyst (noun) – someone/something that 
triggers/causes/gives rise to an event 
suddenly/unexpectedly; stimulus, motivation, 
fillip, encouragement. 

https://en.oxforddictionaries.com/definition/pertain
https://www.lexico.com/en/definition/contraction
https://www.lexico.com/definition/due
http://www.oxforddictionaries.com/definition/english/stakeholder?q=Stakeholder
https://www.lexico.com/definition/autonomous
https://www.lexico.com/en/definition/signal
https://www.lexico.com/definition/receipt
https://www.lexico.com/definition/augmentation
https://www.lexico.com/definition/nominal
http://www.oxforddictionaries.com/definition/english/buoyancy?q=Buoyancy
https://en.oxforddictionaries.com/definition/optimistic
https://www.lexico.com/definition/predicate
https://www.lexico.com/definition/dividend
https://www.lexico.com/synonyms/undertaking
https://www.lexico.com/synonym/spectrum
https://en.oxforddictionaries.com/definition/disinvestment
https://en.oxforddictionaries.com/definition/so_far
https://www.lexico.com/definition/yield
https://www.lexico.com/en/definition/monetization
https://www.lexico.com/definition/eventually
https://en.oxforddictionaries.com/definition/set_something_up
https://en.oxforddictionaries.com/definition/facilitate
https://en.oxforddictionaries.com/definition/slippage
https://www.lexico.com/en/definition/rule_something_out_(or_in)
https://en.oxforddictionaries.com/definition/on_account_of
https://en.oxforddictionaries.com/definition/anticipate
https://en.oxforddictionaries.com/definition/outlay
https://www.lexico.com/en/definition/play
https://en.oxforddictionaries.com/definition/catalyst
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 non-performing assets (NPAs) (noun) – bad loans, 
troubled accounts, stressed loans; an account 
where principal and/or interest remains overdue 
for a period of time. 

 public sector bank (noun) – a major type of bank 
in India, where a majority stake (i.e. more than 
50%) is held by the government. 

 Asset Reconstruction Company (ARC) (noun) – a 
specialized financial institution that buys the NPAs 
or bad assets from banks and financial institutions 
so that the latter can clean up their balance 
sheets. 

 Asset Management Company (AMC) (noun) – a 
firm that invests a pooled fund of capital on behalf 
of its clients. The capital is used to fund different 
investments in various asset classes. Asset 
management companies are commonly referred 
to as money managers or money management 
firms as well. 

 fine-tune (verb) – regulate, calibrate, alter. 
 vertical division/distribution/devolution (noun) – 

it means the distribution of the net earnings 
(proceeds) of taxes of the Union between the 
Union and the States. 

 horizontal division/ distribution/ devolution 
 (noun) – the allocation between the States of the 
respective shares of (proceeds) earnings. 

 Finance Commission, India (noun) – A finance 
commission is set up every five years by the 
President of India under Article 280 of the 
Constitution. Its main function is to recommend 
how the Union government should share taxes 
levied by it with the states. 

 revenue deficit (noun) – it arises when the 
government’s revenue expenditure exceeds the 
total revenue receipts. 

 norms (noun) – standard, convention, 
guidelines, criterion. 

 incentive (noun) – stimulus, impetus, boost 
(payment or concession). 

 substantive (adjective) – important, significant, 
considerable. 

 unconditional (adjective) – unquestioning, 
unrestricted, wholesale, wholehearted. 

 vis-à-vis (preposition) – concerning, with regard 
to, in relation to, as/in comparison with, in 
connection with (Vis-à-vis from Latin via. French, 
means literally “face-to-face). 

 resort to (noun) – recourse to, turning to, the use 
of, utilizing. 

 cess (noun) – a form of tax charged/levied over 
and above the base tax liability of a taxpayer. 
A cess is usually imposed additionally when the 
state or the central government looks to raise 
funds for specific purposes. 

 road map (noun) – plan/strategy to do something 
successfully. 

 fortify (verb) – strengthen, reinforce, bolster. 
 fiscal responsibility (noun) – the act of creating, 

optimizing and maintaining a balanced budget. 
 legislation (noun) – body of laws, rules, 

regulations, statutes. 
 context (noun) – situation; circumstances, 

conditions, state of affairs. 
 advocate (verb) – recommend, prescribe, advise, 

favour. 
 prudential (adjective) – showing care and 

forethought, especially in business. 
 debt sustainability (noun) – a country’s 

public debt is considered sustainable if the 
government is able to meet all its current and 
future payment obligations without exceptional 
financial assistance or going into default. 

 take into account (phrase) – consider, take into 
consideration, have regard to, reckon with. 

 profile (noun) – description, summary of details. 
 household (noun) – family, house. 
 pre-empt (verb) – forestall, anticipate, get in 

before. 

 
 

https://www.lexico.com/en/definition/fine-tune
https://en.oxforddictionaries.com/definition/norm
https://www.lexico.com/definition/incentive
https://www.lexico.com/definition/substantive
https://www.lexico.com/definition/unconditional
https://www.lexico.com/definition/vis-a-vis
https://www.lexico.com/en/definition/resort
https://www.lexico.com/definition/cess
https://en.oxforddictionaries.com/definition/road_map
https://www.lexico.com/definition/fortify
https://www.lexico.com/definition/legislation
https://www.lexico.com/definition/context
https://www.lexico.com/definition/advocate
https://en.oxforddictionaries.com/definition/prudential
https://www.lexico.com/definition/take_something_into_account
https://www.lexico.com/definition/profile
https://en.oxforddictionaries.com/thesaurus/household
https://www.lexico.com/definition/pre-empt

