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Smokescreen of Numbers*

Jayati Ghosh

It’s finally time to call the bluff: the Union budget has become a completely
meaningless — even misleading —exercise. Those of us who take either the
pronouncements or the numbers mentioned on expected revenues and projected
spending in the budget documents seriously are being made fools of. So we should
stop wasting our time poring over the numbers and pretending that these suggest any
direction for the Union government’s fiscal policy, because they don’t.

It’s obviously a shame that this should be the case, especially since this year the
finance minister subjected the people to the longest-ever budget speech in Indian
history, which (despite its inordinate length) actually provided no vision or plan for
the recovery of the Indian economy. There was some amount of tinkering with tax
rates and other concessions: all in the expected direction of favouring large capital,
including foreign portfolio investors, and richer individuals within the country.
Meanwhile, the crucial need to do something immediately to revive mass
consumption demand by significantly increasing public spending in areas like
agriculture, rural development and food was simply ignored.

But apart from the lack of vision, what is more worrying is that the numbers being
provided in the budget are now completely unreliable, and we cannot place any
reliance on them actually translating into anything close to reality. There was always
some discrepancy between budget estimates, revised estimates and actuals over the
years, but such differences were relatively minor. Under the National Democratic
Alliance government, and especially since the previous year, the differences have
become so vast that the budget estimates tell us nothing about what will actually be
received or spent by the government. So the documents tabled in Parliament are in
effect of no use whatsoever.

Part of the reason for this is because the timing of the budget has been moved forward
by a full month; so it is presented on the first day of February rather than the last as
used to be the case. Because of this, official data on receipts and expenditures are only
available until the end of December and, therefore, the revenues and expenditure for
the last quarter of the fiscal year simply have to be guessed at. This has allowed the
government to make extravagant projections for the final quarter, even when there is
absolutely no justification for doing so. So the revised estimates presented in the
budget may or may not be met even in the current year — and the chances are that
both revenues and spending will be significantly lower than the estimates.

Consider revenues, for example. Last year, the budget presented revised estimates for
tax revenues that exceeded the eventual actual figure by a whopping Rs 167,195
crore. While the revised estimate could fool the public, obviously the finance ministry
knew what was going on, so it cut back on public spending from January onwards and
enforced huge cuts in certain areas. The biggest cuts were in food and public
distribution, agriculture, and transfers to state governments — in other words,
precisely the areas that needed the largest increases in spending.

The same thing appears to be happening this year, possibly because the Central
government got away with this remarkable sleight of hand when, in fact, the finance
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minister should have been called out for lying to Parliament. This year, once again, it
is clear that very over-optimistic claims are being made for revenues in the final
quarter of the year, if we compare with the amounts collected by the end of December
2019. Total receipts of the Central government were only Rs 11.78 lakh crore at the
end of December but the budget claims that in the next three months the government
will pick up another Rs 15.21 lakh crore — in other words, more than double of what
has been collected so far! Similarly, tax revenues are supposed to increase by more
than 66 per cent, with corporation taxes projected to more than double, and income
taxes to go up by nearly 80 per cent, just in the last quarter of this year. Obviously, all
this is not going to happen, and the finance ministry knows that as well as anyone
else. So the chances are that the government has already started cutting back on
essential spending that affects the lives of the people.

Some of this is already evident. For example, spending on agriculture has been only
60 per cent of the budget amount over nine months of the year, and it is likely that
there will be a further clampdown on such spending. Ditto for health, education, and
other areas that the government likes to talk about but provides little money for.

The outlay on the food subsidy has been cut from the budget estimate of Rs 1.84 lakh
crore to Rs 1.08 lakh crore. This really means that not only will states not receive the
required inputs to ensure food distribution, but the Food Corporation of India will
continue to suffer losses and have to take on debt because it is simply not getting paid
by the Central government. The MGNREGA — a crucial programme in these times
of unemployment and rural distress — is also being starved of funds. It is estimated
that just to be maintained at its current level, a budgetary allocation of Rs 1 lakh crore
is required, but this budget actually cuts the existing inadequate projected spending of
Rs 71,000 crore by a further Rs 9,500 crore for the coming year.

State governments are also being starved of funds by the Centre, which is appalling
because they are the ones responsible for most of the spending that affects people’s
lives. Not only has the Centre not paid the GST compensation fund that is legally due
to them, but it has also announced that henceforth such payments will depend on what
is raised from the cess for that purpose rather than the agreed upon payments. And it
has not transferred even the regular share of GST payments due to the states, creating
mini fiscal crises in many states.

Similarly, the much-vaunted infrastructure boost is mostly hype. Much of the
supposedly big increase in capital expenditure relates to payments to the Bharat
Sanchar Nigam Limited and the Mahanagar Telephone Nigam Limited for refund for
4G charges and shift in categories because Jammu and Kashmir and Ladakh have
become Union territories.

The bottom line is that despite all the smoke and mirrors and blatant attempts to fudge
the data, it is clear that this budget will not provide the required fiscal stimulus to
kick-start the economy. Maybe stock markets tanked because they realized this
(although they have not otherwise been noted for much economic sense). The few
benefits of this budget will go to a handful of crony capitalists and, possibly, some
foreign portfolio investors who will face much reduced taxation. The people of India
will continue to suffer terrible and worsening economic conditions, and have to be
distracted by cries of nationalism and majoritarian triumphalism.
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* This article was originally published in the Telegraph: February 2, 2020.


