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What Really Happened to Public Spending in 2018-19?*

C.P. Chandrasekhar and Jayati Ghosh

It is now widely recognised that the Finance Minister misinformed Parliament when
presenting the Revised Estimates for central government revenues and expenditures in
the Union Budget presented in July 2019. That fact has, however, been largely
forgotten, perhaps because to date no Member of Parliament has brought a motion of
breach of privilege against her for this act of falsity when presenting the Finance Bill,
supposedly the most sacred of bills on which a government can even be defeated.

This falsehood was exposed only inadvertently, because the Economic Survey
presented by the same Ministry just a day earlier actually contained an Appendix
Table that included the “Provisional Actual” figures from the Controller General of
Accounts (CGA), which showed very large discrepancy. Effectively, revenues were
around 10 per cent lower than the stated figure in the revised estimates, and
expenditure was around 7 per cent lower. The differences were substantial in absolute
numbers. Despite some public outcry on the matter, the Finance Ministry refused to
elaborate or to provide details on these major shortfalls.

As a result, both Parliament and the public were kept in the dark about the actual
spending patterns of the central government. This is not just unusual, but against the
very spirit of the Constitution (a very battered document in the present dispensation).
The reason the Finance Bill is seen as so crucial is because of the underlying
assumption that the people of India, through their elected representatives, must be
able to judge whether the patterns of revenue mobilisation and financial allocation of
the government are appropriate and desirable. Indeed, many hours are spent in
debates in Parliament and in public, about the precise allocations to particular
Ministries.

But it now turns out that the government of the day has scant regard for what should
be serious promises, because it diverges so dramatically from its stated Budget over
the course of the year. As Figure 1 shows, there were sharp declines in revenues, and
slightly lower declines in expenditure. It is fairly clear what happened. The slowdown
in revenue generation was driven by much lower indirect tax collection, as the GST
failed to bring in the expected revenues (even though it managed to create havoc in
the economy and add to the woes of small and medium enterprises). To counter this,
and in order to hold on to the fig leaf of maintaining its fiscal target, the central
government slashed its spending.

It is another matter that the true central government expenditure is actually much
higher if the dues of the central government (to the employment programme, the Food
Corporation of India and several other public sector enterprises) are taken into
account, as the CAG has noted. What it does mean, though is that public expenditure
was cut to much below target even though there was already evidence that the
economy had started slowing down and public spending would be required to revive
it.
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Figure 1: Both revenues and expenditure of the central government
were well below its claims in the Budget of July 2019

However, because the central government maintained its now familiar secrecy,
Parliament and the public were not told how exactly these spending cuts were
achieved. Were they proportional cuts across the board? Or did they fall
disproportionately on some Ministries and programmes? We can now get answers to
those questions based on data from the Controller General of Accounts. That evidence
makes it clear why the government chose not to reveal these figures to Parliament, for
it is a damning indictment of this government’s spending priorities.

Table 1: Ministries that experience most cuts in spending in 2018-19

Ministry
Revised

Estimates,
Rs crore

Provisional
Actuals,
Rs crore

Actual as
% of

Revised
Agriculture 79026 56791 72%

Consumer Affairs, Food and Public Distribution 179655 108943 61%

Development of Northeastern Region 2629 1961 75%

Food Processing Industries 1000 717 72%

Youth Affairs and Sports 2003 1723 86%

Skill Development and Entrepreneurship 2820 2619 93%
AYUSH 1693 1566 93%
Minority Affairs 4700 3564 76%

Housing and Urban Affairs 42965 40612 95%

New and Renewable Energy 5147 4220 82%

Labour and Employment 9750 9286 95%
Law and Justice 6827 6466 95%
Shipping 1939 1818 94%
Textiles 6943 6462 93%

Women and Child Development 24759 23026 93%
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Finance Ministry Transfers to States 141353 115495 82%

All other ministries 1944028 1926154 99%

Total expenditure 2457235 2311422 94%

It turns out that the spending cuts were truly unbalanced – only a few Ministries
experienced severe spending cuts, while the majority faced no cuts at all or only
marginal cuts. Table 1 presents the data for the Ministries that faced cuts of 5 per cent
or more. They are all dealing with matters of prime social and developmental
importance, and therefore the extent to which many of them were cut is truly
shocking. In addition, central government transfers to the states were also cut sharply
– not just what was their share of GST revenues, but also capital transfers, which were
only around half of what was budgeted. By contrast, all other Ministries taken
together spent 99 per cent of the allocated amount – in other words, they were largely
unaffected.

For example, in a period of acknowledged agrarian crisis, even as farmers’ protests
and long marches undertaken at great personal sacrifice by cultivators across the
country rocked the nation, the Ministry of Agriculture spent 28 per cent less than the
revised estimates claimed, which was already less than the budgeted allocation.
Similarly, the Ministry of Consumer Affairs, Food and Public Distribution spent only
around half of what was stated in revised estimates. So it may be no surprise that
India slipped down so many places in the Global Hunger Index, with this level of
attention and concern from the government. Minority affairs is very clearly unloved
by this government, as is law and justice, but the proportionate decline in spending for
the Northeast and for food processing industries is still surprising.

Figure 2
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Figure 2 gives some idea of the significance of this distribution of shortfalls.
Agriculture and food and public distribution account for nearly two-thirds of the
decline in spending, or 62 per cent. The reduced transfers to state governments
accounted for 17 per cent, reiterating the cynical starving of state finances that has
been a strong feature of this central government.

It is indeed shocking that the government appears to have got away with such
unevenly distributed and unjust cuts in its spending, and almost got away with
misleading Parliament and the people by purveying fraudulent numbers. These are
matters that must be widely discussed in society and especially in Parliament, to find
means to redress the injustice involved.

* This article was originally published in the Business Line on December 3, 2019.


