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Central flaw in the budget: Irrational reliance on the trickle-
down theory  
 

7KH�3ULPH�0LQLVWHU�SHUIHFWO\�VXPPHG�XS�KLV�JRYHUQPHQW·V�DSSURDFK�WR�WKH�EXGJHW�
and the underlying economic thinking while briefing his party workers a day after 
WKH�EXGJHW��+H�VDLG��´:KHQ�WKH�JRYHUQPHQW�LQFXUV�VXFK�D�KXJH�H[SHQGLWXUH��LW�ZLOO�
bring more investment, expand modern infrastructure, and create a positive impact 
among iron DQG�FHPHQW�SURGXFHUV«,W�ZLOO�FUHDWH�PDQ\�MRE�RSSRUWXQLWLHV�DV�ZHOO�µ�
He added that this would eventually provide relief to the common man, making his 
life easier and better. 

This high reliance on supply-side solutions like infrastructure spending and industrial 
production while the problem really is that of low demand, and push for high GDP 
growth instead of addressing the known challenges staring on the face ² chronic job 
crisis, growing poverty, hunger, inequality and high health and education 
deprivations ² is typical of the neoliberal thinking that growth trickles down to 
benefit people at the bottom.  

7KLV�LV�D�GHHSO\�IODZHG�WKLQNLQJ��JURZWK�GRHVQ·W�WULFNOH�GRZQ��WKH�WULFNOH-down 
theory is not even a cohesive economic theory but a political one popularised in the 
US by President Reagan and Trump, among others.  

'ƌŽǁƚŚ�ĚŽĞƐŶ͛ƚ�ƚƌŝĐŬůĞ-down to benefit masses. 

After President Trump pushed tax cuts for the rich and industries in 2017 using the 
trickle-GRZQ�ORJLF��WKH�:KDUWRQ�6FKRRO��LQ�D�SDSHU��GHVFULEHG�WKLV�FRQFHSW�DV�´WKH�
JUHDW�KREJREOLQ�RI�RXU�WLPHµ��WKDW�LV�´XVHG��RIWHQ�QHJDWLYHO\��WR�FKDUDFWHUL]H�WKH�
view that reducing taxes on the rich will benefit the non-ULFKµ�� 

Not just liberal (capitalist) economist and Nobel laureate Joseph Stiglitz, many 
others like him and even the celebrated stock market investor Warren Buffet, who 
should know a thing or two about how the economic systems work on the ground, 
KDYH�GLVPLVVHG�LW��,Q�D������DUWLFOH�LQ�7LPH�PDJD]LQH��%XIIHWW�ZURWH��´%HWZHHQ�WKH�
first computation in 1982 and today, the wealth of the 400 (wealthiest Americans) 
increased 29-fold ² from USD 93 billion to USD 2.7 trillion ² while many millions of 
hardworking citizens remained stuck on an economic treadmill. During this period, the 
WVXQDPL�RI�ZHDOWK�GLGQ·W�WULFNOH�GRZQ��,W�VXUJHG�XSZDUG�µ 

The high priest of neoliberal economics, the International Monetary Fund (IMF), has 
also found trickle-down grossly misleading after studying more than 150 countries. It 
SXEOLVKHG�LWV�ILQGLQJV�LQ�������ZKLFK�UHDG��´���LI�WKH�LQFRPH�VKDUH�RI�WKH�WRS����SHU�
cent (the rich) increases, then GDP growth actually declines over the medium term, 
suggesting that the benefits do not trickle down. In contrast, an increase in the 
income share of the bottom 20 per cent (the poor) is associated with higher GDP 
growth. The poor and the middle class matter the most for growth via a number of 
inteUUHODWHG�HFRQRPLF��VRFLDO��DQG�SROLWLFDO�FKDQQHOV�µ 
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7KHUH�FDQ·W�EH�D�ELJJHU�UHEXWWDO�WR�WKH�,QGLDQ�JRYHUQPHQW·V�IODZHG�DSSURDFK�WKDQ�
WKLV�,0)·V�VWXG\��7KH�FRUSRUDWH�WD[�FXWV�RI�������DQ�DQQXDO�ORVV�RI�DW�OHDVW�5V������
lakh crore) amidst fiscal constraints, ease of doing businesses, liquidity infusion and 
other enabling architectures like investment in infrastructure and incentives to 
industries (like PLIs) over the years have not crowded in private investment or 
bettered the life of people at the lower end of income and wealth to push higher 
GDP growth. These measures have led to more concentration of income and wealth 
at the top and more job-loss and poverty, not less. 

The latest round of surveys by the Mumbai-EDVHG�3HRSOH·V�5HVHDUFK�RQ�,QGLD·V�
Consumer Economy (PRICE) shows that the annual income of the poorest 20% 
households plunged to -52.6% in five years between FY16 and FY21; those of 
lower middle 20% and middle 20% declined by -32.4% and -8.9%, respectively. 
That is, the bottom 60% saw their income decline, while that of the top 40% 
increased, particularly the top 20% which saw their income zooming by 39% during 
the same period.  

Even within industries, there is a K-shaped distortion.  

During the pandemic disruptions, corporate profits reached historic highs. Fortune 
India magazine, which tracks top 500 listed companies, found that in FY21 their 
revenue growth slid but year-on-year growth in net profits turned out to be the best-
ever at 75%. Business Standard newspaper analysed long-term trends in corporate 
profits to show that such profits have concentrated at the top 20%. In FY05, the top 
20% accounted for 55.8% of profits, which went up to 72% in FY20 and was 65% 
in the first half (H1) of FY22. It said, this rise in concentration of profits at the top 
was accompanied with small and public sector firms struggling to make profits.  

What all these findings reflect is that this concentration of wealth and income at the 
top has happened at the cost of the rest. The World Inequality Lab report recently 
produced a study to show how income and wealth inequalities in India grew 
dramatically after the reform-era started in 1980s, increasingly adopting neoliberal 
economics, particularly aggravating after 2000. 

The budget and the underlying economic thinking of the India government should 
have been to address these K-shaped distortions so that growth is even and its 
benefits reach everyone, particularly those at the lower half of the economic 
pyramid, not just at the top. Employment is a good way of redistributing income and 
wealth. By not pro-actively seeking to create employment, the Indian government 
ignores another critical evidence. 

Growth is not creating jobs or reducing poverty 

The Azim Premji University has been tracking the state of jobs in India for several 
years. In 2018, it found that the co-relation between GDP growth and employment 
had significantly weakened. While the GDP grew at 3-4% in 1970s and 1980s, 
employment grew at 2%. Since 1990s, and particularly in the 2000s, GDP growth 
accelerated to 7% but employment growth slowed down to 1%.  
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In 2019, it analysed the periodic labour force survey (PLFS) of 2017-18 to point out 
that India lost a net of 9 million jobs after 2011-����VWDWLQJ�WKDW�WKLV�´KDSSHQHG�IRU�
WKH�ILUVW�WLPH�LQ�,QGLD·V�KLVWRU\µ��'XULQJ�WKLV�SHULRG�RI�����-12 to 2017-18, the 
annual average GDP growth (constant prices) was a very robust 6.8%.  

That was pre-pandemic. The pandemic saw further job loss, 15 million jobs were 
SHUPDQHQWO\�ORVW�GXULQJ�WKH�ILUVW�ZDYH�RI�WKH�SDQGHPLF��WKH�$]LP�3UHPML·V�VWXG\�RI�
2021 found. The second wave of the pandemic would have led to further loss of 
jobs.  

6LPLODUO\��WKH�EXGJHW�LJQRUHV�JURZLQJ�SRYHUW\�ZKLFK�GLGQ·W�KDSSHQ�MXVW�EHFDXVe of 
the pandemic but also because of the flawed demonetization and GST, among 
others, that preceded it. One recent study shows that absolute poverty (Tendulkar 
poverty line) increased by 71 million during the pre-pandemic period between 
2011-12 and 2019-20. This in line with the findings of the household consumption 
expenditure survey of 2017-����ZKLFK�VKRZHG�IRU�WKH�ILUVW�WLPH�LQ����\HDUV�¶UHDO·�
consumption declined between 2011-12 and 2017-18, indicating that poverty is 
growing. This report was junked to hide the ugly truth. 

When poverty was thus spreading, the average GDP growth (constant prices) during 
it (2011-12 to 2019-20) was a robust 6.4%. 

Here is yet another distortion that needs to be factored in. 

The first advance estimates for FY22 says, the GDP would grow at 9.2%, which 
means the GDP size would be 1.26% higher than that of FY20 but private 
consumption, the main engine of growth, would be 2.9% less than that of FY20. This 
means people would be spending less in FY22 than what they did in FY20.  

II�WKH�LQFRPH�RI�SHRSOH�GRHVQ·W�JURZ��SDUWLFXODUO\�WKRVH�DW�WKH�ORZHU�HQG�ZKR�KDYH�
a higher propensity to spend (than save), and their consumption expenditure remains 
below FY20, the demands for goods and services would be subdued and so would 
be the need for production of goods and services and capacity utilization. Why 
would then private investment grow? 

While talking of growth, the budget miscalculates the level of inflation.  
It projects nominal growth of GDP for FY23 at 11.1%, while the Economic Survey 
SXWV�WKH�¶UHDO·�*'3�JURZWK��DIWHU�DGMXVWLQJ�LQIODWLRQ��DW��-8.5%. This means the 
inflation is expected to be about 3%, which is illogical given the sharp rise in crude 
prices in recent weeks. Besides, the first advance estimates, released last month, 
shows the nominal growth to be 17.6% against a real growth of 9.2%. This means, 
for the purpose of budget calculations, inflation is actually 8.4% ² far more than the 
CPI inflation of over 5% and certainly over 3% the budget assumes. 

This miscalculation has its consequences: The GDP growth is exaggerated, adversely 
impacting revenue collections and expenditures for FY23.  

Misallocations in the budget 

The budget could have raised social sector spending, particularly on food, health 
and education to address multiple deprivations the pandemic has caused, reducing 
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their consumption expenditure. Food subsidy is down by 27.8% from the FY22 (RE). 
While catastrophic health expenditure is known to send 60 million people into 
poverty every year in normal times, health allocation is down by 0.8% from the 
FY22 (RE) level.  

The budget does allocate more for social welfare and education by 15% and 
18.5% from FY22 (RE) level, respectively, but these are abysmally low at 0.4% and 
0.2% of the GDP, respectively.  

There is sector misallocation too. Agriculture is now providing more jobs, not less. The 
latest Economic Survey says, its share of employment increased from 40.7% in 
2018-19 to 43.5% in 2019-20 ² that is pre-pandemic period ² but the allocation 
for agriculture is up by 2.5%, from FY22 (RE), which is less than the expanding GDP. 
In fact, the allocation has fallen to 0.59% of the GDP, from 0.64% of the GDP in 
FY22 (RE). The pandemic saw reverse migration and demand for rural menial jobs 
provided by the MGNREGS grow dramatically. The employment share of 
agriculture would have gone after the pandemic. 

What the budget could have done? 

In view of the challenges staring on the face, the budget could have taken several 
immediate measures. 

For example, the central government has 8.9 lakh vacancies in its departments and 
ministry since March 2020. There are more vacancies in central PSUs, schools and 
colleges. The government could have prepared a consolidated list of vacancies and 
ordered filling of these vacancies on a priority basis to address chronic job crisis. It 
could have appealed to state governments to do the same.  

Similarly, it could have addressed growing poverty by giving direct income support 
to the poor, just as it did for farmers in the 2019 budget, ahead of the general 
elections. The government then announced an income support of Rs 6,000 to all 
farmers. How about providing such support to the bottom 40-60% of population 
severely impacted by the pandemic? It is easy to identify them. The Ayushman 
Bharat uses the Socio Economic and Caste Census (SECC) of 2011 to identify the 
bottom 40% of its beneficiaries. The rest 20% could also be picked from the same 
SECC. 

To raise income, the government could have also increased the minimum wages, stuck 
at Rs 176 for years. It could have also raised the MGNREGS wages, which remains 
below the minimum wages at Rs 209.3 in FY22 and Rs 200.7 in FY21. These 
measures could have immediately raised the income levels of a large workforce to 
boost consumption demand in the economy. 

To sum up then, the budget should have adopted a bottom-up strategy to produce 
better results in place of its top-down one, which has led to the growth of the few at 
the top at the cost of the vast majority. 

 





Budget Analysis 2022: A Peopleless Budget 
 
 

 - 6 -  

Macroeconomic Indicators 
Ɣ Obsessive concern around lowering the fiscal deficit continues even at the 

cost of cutting down on social sector spending while the country is struggling 
to recover and while consumer demand stays alarmingly low. It relies on 
higher indirect taxes, particularly on fuel that passes the burden on the 
struggling masses. 

Ɣ GST has become a tool for the centre to earn revenue rather than a 
taxation plan that gives the states their due as is evident in the huge 
outstanding dues. It has been an affront to fiscal federalism.  

Ɣ Far from introducing wealth tax or increased corporate tax given the 
superprofits of the corporates, the budget slashed surcharge on corporates 
that comes on top of the slashing of the corporate tax earlier.   

Ɣ The Credit based recovery plan which has been continued has not been 
successful in reaching to the most in need as is evident in the fact that smaller 
MSMEs have found it far more difficult to access credit. 

Ɣ 'LJLWDO�FXUUHQF\�DQG�GLJLWDO�SXVK�FRQWLQXH�LQ�WKH�QDPH�RI�´ILQDQFLDO�LQFOXVLRQµ�
even as the reach of public sector branches in rural areas has reduced in a 
country that has a wide digital divide with internet users hovering around 
50%.    

Ɣ Tax on digital wealth even with no official recognition or regulations for 
crypto currencies.  

Ɣ No reversal of the moves to privatize public sector banks despite massive 
protests. 

Ɣ No reference to core concerns of the banking sector like NPAs apart from 
passing reference to bad bank that only amounts to passing debts from one 
book to another instead of strengthening recovery or regulating lending to 
corporates who have contributed to 77.9% of NPAs. 

Finance Minister Nirmala Sitaraman began her budget speech expressing her 
´HPSDWK\�IRU�WKRVH�ZKR�KDG�WR�EHDU�DGYHUVH�KHDOWK�DQG�HFRQRPLF�HIIHFWV�RI�WKH�
SDQGHPLF�µ�%XW�QRW�PXFK�WKDW�IROORZHG�ZDV�UHIOHFWLYH�RI�WKH�WDVN�WKDW�WKH�EXGJHW�
was supposed to serve given the condition of the economy and the millions whose 
lives were wrecked. This is no doubt a historical budget, not for the reason that it 
was the first paperless budget, but because it was a peopleless budget. It is a 
budget that is so cut off from the reality of the country and its people. The Finance 
Minister claimed that this budget will lay the foundation and direction for the next 
twenty five years - ´WKH�$PULW�.DDOµ��7KH�EXGJHW�HVWDEOLVKHV�WKH�JRYHUQPHQW·V�
strategy like before - focus on propaganda, forget the plights of the people, leave 
no stone unturned to gain revenue for the government, reduce social spending, 
privatise and corporatise every sector for profit as has been evident in its ongoing 
moves to monetise and privatise key public sectors and public services at the cost of 
concerns around affordability, accessibility, decent jobs, reservation, and its 
constitutional obligations.  
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She spoNH�RI�D�´VKDUS�UHERXQG�DQG�UHFRYHU\�RI�WKH�HFRQRP\µ�ZKLFK�VKH�VDLG�´LV�
UHIOHFWLYH�RI�RXU�FRXQWU\·V�VWURQJ�UHVLOLHQFHµ��EXW�ZH�DUH�DZDUH�KRZ�WKH�UHVLOLHQFH�RI�
our working population was debilitated under the triple whammy of demonetisation, 
GST and the pandemic. Their resilience was steadily eroded with depleting savings, 
mounting debt and loss of pay. It is rather unfortunate, that not much of these 
concerns fRXQG�VSDFH�LQ�WKH�EXGJHW�VSHHFK������WKDW�KDG�WKH�ZRUG�´'LJLWDOµ�
appear 36 times! It continued with its credit based efforts at recovery and did 
hardly anything to address the alarming conditions of joblessness, falling labour 
force participation, poverty and the alarmingly dwindling consumer demand that 
even the Economic Survey published the day before was forced to acknowledge. 

Monetary & Fiscal Policy 

The government must reckon with the fact that it has hardly much elbow room 
through monetary policy. After all credit growth, despite the liquidity injection, has 
averaged 7 per cent during this period. Meaning that there is no demand for bank 
credit from either households or firms. The monetary policy maneuvers have at best 
RQO\�KHOSHG�WKH�FRUSRUDWHV�DV�RWKHUV�FDQ·W�DIIRUG�WR�JR�IRU�PRUH�FUHGLW�� 

The neoliberal prescription has meant that the governments have been extremely 
wary of fiscal deficit. While the pandemic had pushed up the deficit, but once again 
the direction is towards lowering it. But economists have warned that any attempt to 
push for further reduction of the fiscal deficit would hurt the interest of the poor who 
are struggling to recover from the pandemic that has wrecked their livelihoods.  

,Q�WKLV�\HDU·V�EXGJHW�VSHHFK�WKH�)LQDQFH�0LQLVWHU�VDLG�WKDW�´7KH�UHYLVHG�)LVFDO�'HILFLW�
in the current year is estimated at 6.9 percent of GDP as against 6.8 percent 
EXGJHWHG�HVWLPDWH�µ�:KLOH�DOORFDWLRQV�LQ�VHYHUDO�NH\�VRFLDO�VHFWRUV�DUH�OHVV�WKDQ�
required or have been reduced, the need for higher government spending is 
something that has been highlighted by several economists to push the alarmingly 
slumping consumer demand. As is evident from the budget speech, the government 
remains obsessed with reducing the fiscal deficit further with higher indirect  taxation 
and particularly on fuel. The Finance 0LQLVWHU�DGGHG�WKDW�´7KH�)LVFDO�'HILFLW�IRU�)<�
2022-23 is estimated at 6.4 per cent of GDP, which is consistent with the broad 
path of fiscal consolidation announced by me last year to reach a fiscal deficit level 
below 4.5 per cent by 2025-���µ� 

Fiscal Federalism 

Days before the budget 2022, the Finance Minister praised WKH�´XQLILHG�LQGLUHFW�WD[�
UHJLPHµ�RU�*67�ZKLFK�VKH�FODLPHG�´DXJXUV�ZHOO�IRU�FRRSHUDWLYH�IHGHUDOLVPµ��,Q�KHU�
budget speech this year she praised GST as a landmark reform of Independent 
,QGLD�DQG�VDLG�WKDW�WKH�FKDOOHQJHV�WR�*67�´ZHUH�RYHUFRPH�GHIWO\�DQG�SDLQVWDNLQJO\�
under the guidance and oversight of the GST Council. We can now take pride in a 
fully IT driven and progressive GST regime that has fulfilled the cherished dream of 
India as one market- RQH�WD[�µ�6KH�WRRN�SULGH�LQ�WKH�IDFW�WKDW�WKLV�\HDU
V�*67�
collection has been the highest at Rs. 1,40,986 crore. 

 

https://www.epw.in/journal/2022/5/review-urban-affairs/recovery-resilience.html
https://www.indiabudget.gov.in/economicsurvey/doc/eschapter/echap01.pdf
https://indianexpress.com/article/opinion/columns/budget-must-undo-covid-damage-7744806/
https://indianexpress.com/article/opinion/columns/nirmala-sitharaman-writes-the-indian-republic-is-robust-and-thriving-7741664/
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And yet, the government has failed miserably in giving the states their due with the 
GST emerging as an affront to fiscal federalism. We are aware that in India the 
total government expenditure is about 26% of GDP. Of this about 56% is spent by 
the state governments and local bodies. So the central government spends less than 
50% of public expenditure. According to our constitutional arrangement since the 
larger responsibility of spending is on state governments, they should be given more 
PRQH\��%XW�ZKDW�ZH�VHH�LV�WR�WKH�FRQWUDU\�DV�HYHQ�WKH�VWDWH·V�VKDUH�RI�WKH�*67 
compensation is not being released putting state finances in a precarious situation. 
The Central government owes over ൟ37,134 crore to state governments as Goods 
and Services Tax (GST) compensation for the month of January 2022.  

While the union government has set its fiscal deficit at 6.9%, the Finance Minister in 
her budget speech unilaterally capped the fiscal deficit for states at 3.5%. By no 
means is this a manifestation of cooperative federalism. 

7KH�)LQDQFH�0LQLVWHU�VDLG�WKDW�WKH�RXWOD\�IRU�¶6FKHPH�IRU�)LQDQFLDO�$VVLVWDQFH�WR�
6WDWHV�IRU�&DSLWDO�,QYHVWPHQW·�LV�EHLQJ�HQKDQFHG�IURP��������FURUH�LQ�WKH�%Xdget 
Estimates to ` 15,000 crore in the Revised Estimates for the current year. For 2022-
23, the allocation is 1 lakh crore to assist the states in catalysing overall investments 
in the economy.  

Even though these are paltry sums, on paper nonetheless it ticks the box of state 
allocation. But firstly these are only in the form of interest free loans and secondly, it 
is linked to the implementation of specific central government schemes, in this case 
PM Gati Shakti and others. So, the states have no elbow room to allocate according 
to their needs.  

Taxation:  

At a time when the corporates are earning massive profits with booming stock 
market and are shying away from investments, the government, in line with its 
massive slash on corporate tax in 2019 (from 30% to 22%), has given further 
relaxations to them in way of  

Ɣ Cutting down on the graded surcharge applicable on consortiums that went 
upto 37% and capping it at a maximum of 15%.  

Ɣ Capping the surcharge on long term capital gains arising on transfer of any 
type of assets at 15%. 

As per the Oxfam report Inequality Kills released in January 2022, while 84% of 
Indian households saw their income shrinking during the pandemic, the wealth of 
India's richest families reached record highs in 2021 with the number of billionaire 
families increasing from 102 to 142 over the course of 2021. The report said that 
the richest 98 Indians own the same wealth as the bottom 55.2 crore people. The 
corporate profits have soared wherein the profits of the top 500 companies grew at 
a record 75%.  

But far from moving towards a progressive taxation and increased corporate tax 
and wealth tax, the government in this budget has kept the share of indirect tax 
revenues almost at par with direct tax revenues. Share of indirect tax revenues in 
the total gross tax revenues at 5.5% and the same for indirect tax at 5.2%. At a 

https://www.hindustantimes.com/india-news/over-rs-37-134-cr-gst-compensation-due-to-states-for-202021-101639459873822.html#:~:text=Over%20%E2%82%B937%2C134cr%20GST%20compensation%20due%20to%20states%20for%202020%2D21,-The%20finance%20ministry&text=per%20their%20entitlement.-,The%20finance%20ministry%20said%20%E2%82%B937%2C134%20crore%20was%20owed%20to,the%20April%2DSeptember%202021%20quarter.
https://www.hindustantimes.com/india-news/over-rs-37-134-cr-gst-compensation-due-to-states-for-202021-101639459873822.html#:~:text=Over%20%E2%82%B937%2C134cr%20GST%20compensation%20due%20to%20states%20for%202020%2D21,-The%20finance%20ministry&text=per%20their%20entitlement.-,The%20finance%20ministry%20said%20%E2%82%B937%2C134%20crore%20was%20owed%20to,the%20April%2DSeptember%202021%20quarter.
https://www.oxfam.org/en/research/inequality-kills
https://www.business-standard.com/article/economy-policy/wealth-of-richest-98-same-as-bottom-552-million-says-oxfam-report-122011601095_1.html
https://www.fortuneindia.com/opinion/industrial-growth-slips-even-as-corporate-profits-soar-to-historic-highs/106383
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time when people are struggling to recover from the pandemic and the corporates 
are making massive profits, it is a lost opportunity to correct the inequality with 
measures aimed at progressive direct taxation and reducing the share of indirect 
taxes that burden the people.  

Credit Based Recovery: MSMEs 

The Finance Minister in her budget speech said that the Emergency Credit Line 
*XDUDQWHH�6FKHPH�´ZLOO�EH�H[WHQGHG�XS�WR�0DUFK������DQG�LWV�JXDUDQWHH�FRYHU�
ZLOO�EH�H[SDQGHG�E\��������FURUH�WR�WRWDO�FRYHU�RI���ODNK�FURUHµ�7KH�DGGLWLRQDO�
amount is being earmarked exclusively for the hospitality and related enterprises. 
7KH�)LQDQFH�0LQLVWHU�VDLG�WKDW�WKLV�FUHGLW�VFKHPH�SURYLGHG�´PXFK-needed additional 
credit to more than 130 lakh MSMEs. This has helped them mitigate the adverse 
LPSDFW�RI�WKH�SDQGHPLF�µ� 

But the survey from TransUnion CIBIL (ECLGS Insights Report - December 2021) 
shows that 57% of the respondents found it difficult to avail of the facility. The 
survey also shows that bigger entities found it easier to avail of the facility as 
compared to very small entities. 61% of the respondents from very small enterprises 
found it difficult to avail the loans. The respective figures for micro and small 
enterprises were 52% and 49%.  

 

Also the broadening of the definition of MSMEs in the middle of the pandemic meant 
that bigger players who were brought under its purview had better wherewithal to 
DYDLO�WKH�FUHGLW��/DVWO\��WKLV�LV�SDUW�RI�WKH�JRYHUQPHQW·V�FUHGLW�EDVHG�UHFRvery 
attempt which is in line with its supply side emphasis in recovery whereas the 
problem that   the country is currently dealing with is a demand side problem but 
measures to raise the purchasing power and lower the impact of rising prices, 
especially fuel prices were completely missing.  

https://www.eclgs.com/documents/CIBIL%20Report%20On%20ECLGS%20-%20December,%202021.pdf
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Banking  

Bank Privatization 

In her last budget speech the Finance Minister announced that ´2WKHU�WKDQ�,'%,�%DQN��
we propose to take up the privatization of two Public Sector Banks and one General 
Insurance Company in the year 2021-���µ Despite the strong opposition from banks 
and the insurance sector or the caution raised by many on the detrimental impact it 
will have on the people, the government is still pushing ahead with its privatisation 
plan but FM avoided the whole privatisation drive and National Monetisation 
Pipeline in her budget speech. The amendments to the Banking Act which will enable 
the privatisation was expected in previous parliamentary sessions, the government 
did not place the Bills but it did nothing to retract its plans. Even without the 
amendment of the Banking Act, the path to privatisation has been well laid in recent 
years.  Be it the move towards merging 10 public sector banks into four big banks 
or using the Bad Bank to clean up the balance sheets of PSBs - these are all to pave 
the way towards this privatization. The government has already merged 14 public 
sector banks in the past four years. This budget did not address any concern of the 
public sector banks apart from a passing mention of the impending LIC IPO, which 
ZLOO�GUDVWLFDOO\�DOWHU�WKH�FKDUDFWHU�RI�,QGLD·V�ODUJHVW�VRFLDO��VHFXULW\�SURYLGHU� 

NPA Crisis: Insolvency & Bankruptcy Code and Bad Bank  

The Finance Minister mentioned that new amendments to the Insolvency Bankruptcy 
Code (IBC) are likely to come that would pave the way for faster resolution of 
companies and also include cross border resolution.  

Six years after the implementation of the resolution mechanism, there have been 
periodical amendments to the Code, the recent one being the inclusion of the MSME 
sector. Despite these amendments the reality testifies that IBC has become yet 
another tool for the corporate companies to either liquidate their loss making assets 
and for some to buy assets at a devalued price. The creditors, especially the banks 
KDYH�EHHQ�IRUFHG�WR�WDNH�¶KDLUFXWV·��%\�ODVW�\HDU��FXPXODWLYH�KDLUFXW�WDNHQ�E\�OHQGHUV�
was Rs 3.22 lakh crore (61.2 per cent) of their admitted claims. Further, what 
lenders recovered is not as optimistic as claimed, while it was 51.3 percent in 2017 - 
18, it came down to 46.4 per cent the next year and further to 16.8 percent in 
2019 - 20. The lenders recovered only 28.5 per cent of their claims in the year 
2020-21.  

Despite every amendment being done so in the name of efficiency and fast recovery 
the average recovery is still over 400 days. Last year the MSME sector was brought 
under the purview of the NCLT and now cross border recoveries too. Adding more 
sectors without adequately ensuring time bound recovery and a focus on resolution 
than liquidation will only weaken the process. From the five year experience, IBC 
has been a game changer for the corporate debtors rather than the lenders. It has 
further helped the government - ,QGLD·V�UDQN�PRYHG�XS�IURP�����WR����LQ�WHUPV�RI�
¶UHVROYLQJ�LQVROYHQF\·�LQ�WKH�ODVW�WKUHH�\HDUV�LQ�WKH�:RUOG�%DQN�*URXS·V�Ease of 
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'RLQJ�%XVLQHVV�5HSRUWV��,Q�WKH�*OREDO�,QQRYDWLRQ�,QGH[��,QGLD·V�UDQN�LPSURYHG�IURP�
����LQ������WR����LQ������LQ�¶(DVH�RI�5HVROYLQJ�,QVROYHQF\·� 

The Finance Minister mentioned that the Bad Bank proposal from the last budget has 
become a reality. Days before the budget, it was announced that 15 accounts worth 
over Rs 50,335 crore will be transferred to the National Asset Reconstruction 
Company Limited (NARCL), out of the 38 accounts worth Rs 82,845 crore identified. 
With the spectre of privatisation looming over the public sector banks, the bad bank 
is another way to aid banks to clear their NPA. Over the last five years we have 
seen that NPAs are yet to be resolved, despite multiple attempts by the government. 
The NPAs of the scheduled commercial banks (SCBs) in the country stood at Rs 8.35 
lakh crore in March 2021, of which about 77.9% were the loans that remained 
unpaid by larger corporate borrowers mostly from the PSBs. The Finance Minister in 
March 2021 informed the Lok Sabha that the SCBs have written off loans worth Rs 
5.85 lakh crore during the last three FYs, while recovery has been paltry, just over 
Rs 68,000 crore. 

The bad bank might help in shifting these bad accounts to the NARCL, but once 
again the banks will be paid 15% upfront. The government security receipts will be 
used to cover the difference in case India Debt Resolution Company Limited (IDRCL) 
is unable to sell or sells at a loss. While the process does not sound to be a 
promising prospect for the banks in the long term, it will surely aid them in clearing 
their books periodically for the government to claim victory over the NPA crisis or 
for better valuation for privatisation.  

We heard nothing further from the Finance Minister in this regard and no effective 
resolutions came forth in strengthening the PSBs with regard to recovery of loans 
and regulating the advances of big loans to the corporates, changing lending 
policies and social and environmental safeguard policies for lending to large 
developmental ORDQV��7KHUH�VHHPV�WR�EH�QR�VSDFH�IRU�WKDW�LQ�D�´WUXVW�EDVHG�
JRYHUQDQFHµ�PRGHO�LQ�WKH�$PULW�.DDO�WKDW�LV�WR�IXUWKHU�HDVH�RI�EXVLQHVV� 

Digital Push 

The Finance Minister in this budget concentrated largely on digital banking. She 
announced the introduction of the Central Bank Digital Currency (CBDC) which she 
FODLPHG�ZRXOG�JLYH�D�´ELJ�ERRVW�WR�WKH�GLJLWDO�HFRQRP\µ��'LJLWDO�EDQNLQJ�EHLQJ�WKH�
EX]]ZRUG��VKH�DOVR�DQQRXQFHG�´���'LJLWDO�%DQNLQJ�8QLWV��'%8V��LQ����GLVWULFWV�RI�WKH�
country by Scheduled Commercial BanNVµ��)XUWKHU�WKH�0LQLVWHU�DQQRXQFHG�WKDW�����
lakh post offices will come under the core banking system. This move claimed to 
enable financial inclusion and access to accounts through net banking, mobile 
banking, ATMs, and also provide online transfer of funds between post office 
accounts and bank accounts. 

:KLOH�DOO�RI�WKHVH�DUH�SDUW�DQG�SDUFHO�RI�WKH�JRYHUQPHQW·V�IHWLVK�IRU�D�FDVKOHVV�
economy, it must take into account the digital divide that is gaping in an unequal 
country like ours. As per the Global Findex Database, about 20% of Indians adults 
are still unbanked and 22% do not have mobile connections. Internet users still hover 
around 50% of the population. Moreover, the countU\·V�RIILFLDO�OLWHUDF\�UDWH�LV������

https://www.livemint.com/industry/banks-npas-decline-to-rs-8-34-lakh-cr-at-march-end-2021-minister-11627296146763.html
https://www.livemint.com/industry/banks-npas-decline-to-rs-8-34-lakh-cr-at-march-end-2021-minister-11627296146763.html
https://www.acuant.com/blog/the-worlds-unbanked-population/
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and this includes people who can barely sign their names. With such figures, one 
wonders if a forced digitization or cashless economy is a good idea given that brick 
and mortar branches are on decline. Gendered access to digital medium, 
technological barriers also contribute to the digital divide.  

So far moves for financial inclusion have only reduced the reach of banks in the rural 
DUHDV��6R��LQ�WKH�QDPH�RI�PHDVXUHV�RI�¶ILQDQFLDO�LQFOXVLRQ·��ZKDW�LW�ZLOO�GR�LQ�UHDOLW\�Ls 
to bring the 35 crore Post Office deposit accounts with deposits aggregating about 
Rs 10 lakh FURUH�LQWR�WKH�EDQNLQJ�V\VWHP��)URP�GHPRQHWLVDWLRQ��VR�FDOOHG�¶MDQ�GKDQ·�
accounts which later had issues of illegal service charges, and now postal accounts 
being merged with core banking system (which will further raise the service charges 
for post office depositors), this government has done everything to destroy the 
savings of the people. In stealing every single paise from the poor to pay its own 
DQG�LWV�FRUSRUDWH�IULHQGV��WKLV�JRYHUQPHQW·V�GHSUDYLW\�NQRZV�QR�ERXQGV�� 

Rising digital scams, the dangers of private digital lenders and data security are 
things that are still unfolding and much is being glossed over in the digital rush. The 
headrush towards digitization with lack of adequate checks and balances, absence 
of any accountability framework for payment intermediaries, etc has led to 
hardships particularly for the rural countryside. And the government that has still not 
recognized crypto currency has gone ahead and levied taxes on crypto and has 
made way for Digital rupee with no clarity about the necessary regulatory 
mechanism.  

Finally, the forces behind cashless drive comes with the carefully hidden agenda of 
the global war on cash that has been pushed by the big capital through the Better 
than Cash Alliance funded by United States Agency for International Development, 
Bill and Melinda Gates Foundation, Citi Foundation, Ford Foundation, Mastercard, 
2PLG\DU�1HWZRUN�DQG�9LVD�,QF��,W�DLPV�IRU�WKH�´FUHDWLYH�GHVWUXFWLRQµ�RI�WKH�LQIRUPDO�
sector making it difficult for them to survive risking job loss. 

 

https://www.business-standard.com/article/finance/sbi-yet-to-refund-rs-164-cr-undue-fee-charged-from-jan-dhan-a-c-holders-121112100448_1.html
https://theprint.in/economy/indias-digital-loan-sharks-face-rbi-crackdown-as-predatory-lending-complaints-mount/794610/
https://scroll.in/article/827940/understanding-demonetisation-who-is-behind-the-war-on-cash-and-why




Budget Analysis 2022: A Peopleless Budget 
 
 

 - 13 -  

Energy Sector 
Ɣ This year the Ministry of New and Renewable Energy was allocated Rs. 

6900.68 crores as compared to Rs. 5146.63 allocated in 2018. 

Ɣ India proposes to enhance domestic manufacturing of solar panels with a 
Production Linked Incentive to the tune of Rs.19,500 Crores with the scheme 
and claimed that the scheme had the potential of creating 30 lakh jobs, with 
no detail of how and for whom these jobs would be for. 

Ɣ As Renewable Energy is being promoted in the budget, it does not specify 
the need of just energy transition where there are details about how 
workers in the coal sector will be supported through employment and 
livelihoods for their sustenance.  

Ɣ Unless budgets make allocations and detailed expenditures for projects 
meant for the marginalised and vulnerable sections of society, particularly 
women and children, all goals of energy transition and achieving SDGs and 
other international commitments will continue to remain on paper. 

Ɣ The Deen Dayal Upadhyaya Gram Jyoti Yojana has been subsumed in the 
Reform linked Distribution Scheme that envisages support to DISCOMs.  

Ɣ Adoption of various franchisee models at distribution level including multiple 
supply franchisees.     

Ɣ The expenditure budget of Rs 393.24 crore in 2022-23, includes Rs 314.54 
crore on central sector schemes/projects and Rs 12.96 crore on Coal Mines 
Pension Scheme. 

Ɣ As an effort to transition to Carbon Neutral Economy, four pilot projects for 
coal gasification and conversion of coal into chemicals required for the 
industry will be set up. 

Renewable Energy 

The Ministry of New and Renewable Energy allowance gets a big increase from 
2018 when it was just ൟ 5,146.63 to the current allocation of ൟ6,900.68 crores this 
year. In the key features of the Budget 2022, there is the mention of the terms 
energy transition and climate action, particularly under the goals of the Amrit Kaal 
and under the four priorities. Under the financing of investment, there is the mention 
of energy storage systems.  

The budget proposes to enhance domestic manufacturing of solar panels upto 280 
GW of installed capacity by 2030 with a Production Linked Incentive to the tune of 
Rs.19,500 Crores for the manufacturing of high efficiency modules with a shift from 
poly silicon to solar PV modules.  In the Budget speech Ms.Seetharaman mentioned 
that the scheme has the potential to create 60 lakh new jobs and additional 
production of 30 lakh jobs during the next five years. While this may seem 
promising, there is no clarity on where these jobs will be created. Will those working 
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in the Coal sector be trained to take up these new jobs or will these jobs be offered 
to those who may lose their land and livelihood and whether there will be ample 
skill building and training in rural areas to address livelihoods issues remain vague 
and only time will tell who will benefit and who will lose in this transition. 

It also mentions energy saving and management measures through the energy 
service company business model by awareness campaigns and capacity building 
programmes. But it falls short of addressing energy saving measures at the 
household level or at the level of residential complexes, gated communities and 
townships that are energy guzzlers in many ways. 

The Budget mentioned a vibrant village program with distributed renewable energy 
projects in border villages but failed to address challenges of energy shortages in 
rural areas or integration of agro photovoltaic facilities to ensure energy, nutrition, 
water and livelihood security in rural areas. It only made a mention of the use of the 
5-7 percent biomass pellets that will be used in the coal fired thermal power plants 
to reduce stubble burning, thereby making an attempt to address the problem of air 
pollution and as an additional income to farmers. The budget made a brief mention 
of ensuring about 2 lakh anganwadis would have access to clean energy but did not 
guarantee public health centres, primary, secondary and tertiary hospitals in rural 
areas a continued power supply. This in particular even after the covid pandemic 
has wreaked havoc in rural areas where  power to ICU wards continuously has been 
a major challenge.. 

The budget failed to address the needs and interests of all sections of society from 
the  energy context.  It also made no mention of energy equity or access to energy 
and gender. Unless budgets make allocations and detailed expenditures for projects 
meant for the marginalised and vulnerable sections of society, particularly women 
and children, all goals of energy transition and achieving SDGs and other 
international commitments will continue to remain on paper. 

What remains scary is the lack of clarity. With the proposal to digitise all land 
UHFRUGV��FKDQJH�LQ�WKH�H[LVWLQJ�6(=�ODZ�LQ�WKH�%XGJHW������DQG�WKH�30·V�SURPLVH�RI�
ensuring at least 50 % of energy coming from Non Fossil fuels at the COP 26, 
energy transition to wind, solar and other renewable forms may well be forced 
down on local communities leaving them vulnerable and further marginalised with 
little power to negotiate. With the repeated mention of PPP model, it appears that 
the government is all set to make the environment conducive for multinational 
corporations to set up shop in the energy transition framework and ensure the 
pumping of all necessary resources for their profit. 

The budget also failed to provide clarity on what exactly does the government 
mean by energy transition? what will it take for such a transition and how many jobs 
it will create and whether it will mean that every home and every individual will 
have access to energy with no one left behind. It failed to provide details of how the 
energy transition or climate action would be addressed through budgetary 
allocation. 
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Power - Thermal & Electrification 

Budget allocation for the coal ministry has registered a decline of 38.9 per cent to 
Rs 393.24 crore for the financial year 2022-23. The expenditure budget of Rs 
393.24 crore in 2022-23, includes Rs 314.54 crore on central sector schemes/ 
projects and Rs 12.96 crore on Coal Mines Pension Scheme. 

In 2019, the Saubhagya Scheme which aimed at Rural Electrification was stopped 
and the rural electrification related work was being fulfilled under the Deen Dayal 
Upadhyaya Gram Jyoti Yojana. DDUGJY has now been subsumed into the Reform 
Linked Distribution Scheme. While both Saubhagya Scheme and DDGJY both 
focused on rural electrification and strengthening the rural electricity infrastructure, 
Discoms were provided grants under the DDGJY scheme, the Reform Linked 
Distribution Scheme is for Distribution sub-sector as a mix of Results and Reforms 
based financial support with an objective of ensuring 24X7 sustainable Power for all 
and a financially viable Distribution Sector. The scheme envisages support to 
DISCOMs in case of adoption of Reform Packages including Public Private 
Ownership of Distribution Companies, adoption of various franchisee models at 
distribution level including multiple supply franchisees. The Reform Linked Distribution 
Scheme started during the last financial year where 0.01 crores was budgeted 
which was revised to Rs. 1000 crores. This year Rs. 7565.59 crores have been 
budgeted under the scheme. 

The Integrated Power Development Scheme that had the objective of the scheme is 
24x7 power supply for consumers, reduction of AT&C losses and providing access to 
all households. The scheme has three major components namely improvement of sub-
transmisison and distribution system in urban areas, metering & IT enablement in 
distribution sector under ongoing Restructured-Accelarated Power Development 
Reform Programme (R-APDRP) scheme, which has been subsumed under Integrated 
Power Development Scheme (IPDS). R-APDRP has two major components: Part-A 
includes projects for establishment of information technology-based energy 
accounting and audit system leading to finalization of verifiable base-line AT&C loss 
levels in the project areas; Part-B envisages distribution network strengthening 
investments leading to reduction in loss level. The scheme has both Grant and loan 
components. From the year 2022-23 the scheme subsumes in the 'Reform Linked 
Distribution Scheme' 

This year no loans for power projects have been budgeted whereas during the 
financial year 2021-22 Rs. 1430 was budgeted which was later revised to Rs. 
1057.46 crores for power project loans. 

When the Finance Minister presented the section on transition to Carbon Neutral 
Economy, she mentioned that "four pilot projects for coal gasification and conversion 
of coal into chemicals required for the industry will be set-up to evolve technical and 
financial viability." This year's budget has set aside a budgetary allocation of 18 
crores to promote research in clean coal technology. This means that coal mining is 
here to stay for longer and instead of a zero-carbon emissions economy, we are 
focusing on a carbon-neutral economy. Moreover, while carbon emissions may be in 
the discussion, green house gases are equally dangerous. Promoting such projects 
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need to be motivated by the urgent need to protect our environment and also to 
reduce greenhouse gas emissions at the earliest. 

Biofuels 

In order to promote biofuels in the country, the first National Policy on Biofuels was 
made by the Ministry of New and Renewable Energy during the year 2009. As per 
the National Policy on Biofuels-2018 (notified on 04 June 2018), the government 
has emphasised on achieving energy security of the country with a target of 
reducing import dependence i.e. usage of fossil fuels by 10% from 2014- 15 levels 
by the year 2022. This target is to be achieved by adopting a five pronged 
strategy which includes, Increasing Domestic Production, Adopting Biofuels & 
Renewable, Energy Efficiency Norms, Improvement in Refinery Processes and 
Demand Substitution. This envisages a strategic role for biofuels in the Indian energy 
basket. The growing concern about the import dependence for fuel requirement in 
tandem with environmental pollution issues have driven the need for biofuels. 

The theme foU�ODVW�\HDU·V�:RUOG�(QYLURQPHQW�'D\�event held on 5 June 2021 was 
¶SURPRWLRQ�RI�ELRIXHOV�IRU�EHWWHU�HQYLURQPHQW·��7KLV�HYHQW�ZDV�MRLQWO\�RUJDQLVHG�E\�
the Ministry of Petroleum & Natural Gas and the Ministry of Environment, Forest and 
Climate Change. During the event, the Prime Minister released the ´5HSRUW�RI�WKH�
Expert Committee on Road Map for ethanol blending in India 2020-����µ. The E-
20 Notification that was released, directed Oil Companies to sell ethanol blended 
petrol with up to 20% ethanol from 1 April 2023; and BIS Specifications for higher 
ethanol blends E12 & E15. The government believes that these efforts will facilitate 
setting up of additional ethanol distillation capacities and will provide timelines for 
making blended fuel available across the country. This will also help increase 
consumption of ethanol in the ethanol producing states and the adjoining regions, 
before the year 2025. 

As per the report, immense benefits can accrue to the country by 20% ethanol 
blending by 2025, such as saving Rs 30,000 crore of foreign exchange per year, 
energy security, lower carbon emissions, better air quality, self-reliance, use of 
damaged foodgrains, increasing farmers' incomes, employment generation, and 
greater investment opportunities.  

In her budget speech on 1 Feb 2022, the Finance Minister announced that an 
additional excise duty of Rs 2/litre shall be imposed on unblended fuels from 1 Oct 
2022 to further promote blending biofuels in petrol and diesel. 

Circular Economy 

Measures undertaken towards establishing a circular economy could well become 
ways of green washing a situation which is already under crises. While the Finance 
Minister referred to it in her speech and mentioned that action plans for 10 sectors 
are ready, these have not been placed in the public domain for scrutiny and 
engagement by those who will be most affected by them. For a circular economy to 
work, it would need spending public money, which is contrary to existing measures. 
For e.g. sale certain forms of waste attract GST of upto 12%! How would this help 

http://164.100.94.214/sites/default/files/uploads/biofuel_policy_0.pdf
http://petroleum.nic.in/sites/default/files/biofuels.pdf
https://pib.gov.in/Pressreleaseshare.aspx?PRID=1777219
https://pib.gov.in/PressReleasePage.aspx?PRID=1724504#:~:text=To%20commemorate%20World%20Environment%20Day,higher%20ethanol%20blends%20E12%20%26%20E15.
https://www.niti.gov.in/expert-committee-roadmap-ethanol-blending-india-2025
https://www.niti.gov.in/expert-committee-roadmap-ethanol-blending-india-2025
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establish a successful circular economy? What is therefore absolutely necessary is for 
the government to engage with those impacted by waste and take them into 
confidence while preparing and implementing the action plans.  
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Infrastructure Sector 
Ɣ Infrastructure remains the focus with Capital Expenditure allocation raised to 

Rs 7.5 lakh crore; a claimed 35.4% rise from last year and 2.2 times the 
expenditure for 2019-20.  

Ɣ Out of Rs 7.50 lakh crore, a total of Rs 4.77 lakh crore (around two third) of 
the total capital outlay going to just three ministries - railways, defence and 
roads. 

Ɣ In certain ministries the net capital expenditure is higher due to Internal and 
Extra Budgetary Resources (IEBR) as compared to the actual capital outlay 
provisions.  

Ɣ PM Gati Shakti Plan focusing on seamless multimodal connectivity and 
logistics efficiency is one of the key budget announcements  

Ɣ Gati Shakti Plan includes contracts for four multimodal logistics parks, 100 
cargo terminals and allocation of Rs 1 lakh crore to states   

Ɣ However, there is lack of clarity on how the scheme would be financed and 
how much is the budget outlay for the GatiShakti plan for the year 2022-
23.  

Ɣ The budget spells out a push for garnering private investments through 
ramping up public sector investments, along with using approaches like 
Blended Finance and relying on private fund managers.  

Ɣ The budget carried no mention of National Monetization Pipeline or 
Disinvestments and only a passing reference to National Infrastructure 
Pipeline, even though they were the key focus areas in the last budget. 

 

$V�SDUW�RI�WKLV�\HDU·V�EXGJHW�SURSRVDOV�)<������² 23 infrastructure sector continues 
to be a primary focus to boost the economic growth in the post pandemic period. 
Continuing with previous years attempts to push infrastructure development and 
financing, this budget provides specific policy directions to increase the speed of 
implementation, the financing avenues and the number of projects in various sub-
sectors.   

To recap, in the FY 2018 ² 19 the Government of India announcements looked to 
provide a massive boost to the sector by allocating Rs 5.97 lakh crore for the sector. 
This included allocations to railways, household level electrification scheme, green 
energy corridor, telecom infrastructure, metro rail systems, highways projects, among 
others. In FY 2019 ² 20 too similar announcements have been made ² the 
Government of India has given a massive push to the infrastructure sector by 
allocating Rs 4.56 lakh crore for the sector. On the similar lines, in FY 2020-21, 
according to the Revised Estimates, the capital expenditure was pegged at around 
Rs 4.39 lakh crore, while the Budget Estimate (BE) was Rs 4.12 lakh crore. In the 
year FY 2021-22, the Government had committed Rs. 5.54 lakh crore which 
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translated to an increase of 26% compared to 2020-21 (RE) figures with allocations 
made to railways, roads and highways, ports, shipping, waterways and urban 
infrastructure. 

Economic Survey 2022 (Infrastructure Highlights) 

The Economic Survey 2021-22 notes that during FYs 2008-17, India invested about 
US$1.1 trillion on infrastructure projects in the country. National Infrastructure 
Pipeline (NIP) was launched with projected infrastructure investment of around Rs. 
111 lakh crore (US$ 1.5 trillions) during FY 2020-2025 to provide world-class 
infrastructure across the country. NIP was launched with 6,835 projects, which has 
expanded to over 9,000 projects covering 34 infrastructure sub-sectors. During the 
fiscals 2020 to 2025, sectors such as energy (24 percent), roads (19 percent), urban 
(16 percent), and railways (13 percent) amount to around 70 percent of the 
projected capital expenditure in infrastructure in India.  

The government also launched the National Monetisation Pipeline (NMP) in 
September 2021 to generate revenue by monetisation / leasing of public assets to 
create more infrastructure. A robust asset pipeline has been prepared to provide a 
comprehensive view to investors and developers of the investment avenues in 
infrastructure. The pipeline includes selection of de-risked and brownfield assets with 
stable revenue generation profile (or long rights) which will make for an attractive 
investment option. Total indicative value of NMP for core assets of the Central 
Government has been estimated at Rs 6.0 lakh crore over 4-year period (5.4 
percent of total infrastructure investment envisaged under NIP). The government had 
also announced setting up of a Special Purpose Vehicle (SPV), to carry out the 
monetization of the land and other non-core assets - ¶1DWLRQDO�/DQG�0RQHWLVDWLRQ�
&RUSRUDWLRQ·��1/0&�� 

On privatisation of airports, the Economic Survey stated that Airports Authority of 
India (AAI) has privatised six airports namely, Ahmedabad, Jaipur, Lucknow, 
Guwahati, Thiruvananthapuram and Mangaluru for Operations, Management and 
Development to the highest bidder i.e., M/s Adani Enterprises Limited (AEL) under 
Public Private Partnership (PPP) mode for a lease period of 50 years. In addition to 
Delhi and Mumbai Airports for Operations, Management and Development under 
PPP mode for a period of 30 years, as per NMP, 25 AAI airports have been 
earmarked for asset monetization over the years 2022 to 2025 such as 
Bhubaneshwar, Varanasi, Amritsar, etc. 

As per the Economic Survey 2021-22, under the Sagarmala Programme, there are 
802 projects worth investment of Rs. 5.54 lakh crore for implementation by 2035. 
Out of these projects, 181 projects worth Rs. 94,712 crore have been completed 
and 223 projects worth Rs. 2.11 lakh crore are under implementation. Further, 398 
projects worth Rs. 2.48 Lakh crore are under various stages of development. 

Under the port sector, the Economic Survey highlights a few policy and legal 
changes that have also been brought in during this period - the Major Port 
Authorities Act 2021 was notified.This act provides for inter alia regulation, 
operation and planning of major ports in India and vests the administration, control 

https://www.indiabudget.gov.in/economicsurvey/doc/echapter.pdf
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and management of such ports upon the Boards of Major Port Authorities. A new 
Captive Policy for Port Dependent Industries has been prepared to address the 
challenges of renewal of concession period, scope of expansion, and dynamic 
business environment. Maritime India Vision 2030 (MIV 2030), a blueprint to ensure 
FRRUGLQDWHG�DQG�DFFHOHUDWHG�JURZWK�RI�,QGLD·V�PDULWLPH�VHFWRU�LQ�WKH�QH[W�GHFDGH�
was released in March 2021. The objective is to develop world-class mega ports, 
transshipment hubs and ensure infrastructure modernization. MIV 2030 estimates the 
investment requirement for capacity augmentation and development of world class 
infrastructure at Indian Ports to be to the tune of Rs. 1,00,000 ² 1,25,000 crore. 

 

Budget Announcements FY 2022 - 23: Key Numbers Missing  

The budget announcement for FY 2022 - 23 states that the virtuous cycle of 
investment requires public investment to crowd-in private investment. At this stage, 
private investments seem to require that support to rise to their potential and to the 
needs of the economy. Public investment must continue to take the lead and pump-
prime the private investment and demand in 2022-23. Considering the above 
imperative, the outlay for capital expenditure in the Union Budget is once again 
being stepped up sharply by 35.4 percent from Rs 5.54 lakh crore in the current 
year to Rs 7.50 lakh crore in 2022-23; meanwhile the Revised Estimate of capital 
expenditure for year 2021-22 is Rs 6.03 lakh crore. This has increased to more than 
2.2 times the expenditure of 2019-20. This outlay in 2022-23 will be 2.9 percent of 
GDP. With this investment taken together with the provision made for creation of 
capital assets through Grants-in-$LG�WR�6WDWHV��WKH�¶(IIHFWLYH�&DSLWDO�([SHQGLWXUH·�RI�
the Central Government is estimated at Rs 10.68 lakh crore in 2022-23, which will 
be about 4.1 percent of GDP.  

Given below is an insight into some of the key areas where the Capital Expenditure 
would be utilized 

 

Sectors BE 2021-22 
(A) 

RE 2021-22 
(B) 

BE 2022-23 
(C)   

Variation in 
% between C 
& A 

Variation in 
% between C 
& B 

Capital Outlay on 
Defence Services 

1,35,061 1,38,851 1,52,367  12.81% 9.73%  

Capital Outlay on 
Indian Railways 

1,07,100 1,17,100 1,37,100  28.01% 17.08%  

Capital Outlay on 
Roads and Bridges 
and Road 
Transport 

1,00,890.11 1,13,881 1,80,329  78.74% 58.35%  
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Capital Outlay on 
Other 
Communication 
Services 

25333.56 4870.17 53032.62  109.34% 988.93%  

Loans for Urban 
Development 

19,837.09 18,942 20,060  1.12% 5.90%  

Capital Outlay on 
Inland Water 
Transport 

NIL 399 445  NA 11.53%  

Capital Outlay on 
Civil Aviation 

36 62114* 75 
 

108.33% -99.88% 

* - This figure is taking into account the debts related to the sale of Air India.  

The above table covers a break-up of Rs 5.43 lakh crore out of the total proposed 
capital expenditure of 7.5 lakh crore in the budget.  

 

,Q�WKLV�\HDU·V�EXGJHW�SURSRVDOV�WKH�LQIUDVWUXFWXUH�VHFWRU�FRQWLQXHV�WR garner major 
attention through a transformative approach towards economic development and 
sustainability is driven by seven engines ² roads, railways, airports, ports, 
waterways, mass transport, and logistics. These are supported by roles of energy 
transmission, Information Technology, and social infrastructure. 

The major budget announcements for FY 2022 - 23 related to Infrastructure 
Sector 

PM GatiShakti Plan  

While the announcement for the PM GatiShakti Plan was made last year on 
Independence Day, the scheme was unveiled in October 2021. With much fanfare, 
GatiShakti was touted as a Rs 100 lakh crore national infrastructure master plan 
IRFXVLQJ�RQ�WHUPV�OLNH�¶KROLVWLF�LQIUDVWUXFWXUH·�DQG�¶LQWHJUDWHG�SDWKZD\�WR�HFRQRP\·��
Under Gati Shakti, a digital platform has been created which brings 16 ministries 
including rail and roadways together for integrated planning and coordinated 
implementation of infrastructure connectivity projects. 

7KH�*DWL6KDNWL�3ODQ�ZDV�RQH�RI�WKH�NH\�IRFXVHV�RI�WKLV�\HDU·V�EXGJHW�DQQRXQFHPHQW�
aimed towards giving a boost to the economy. The Finance Minister emphasized on 
the seven engines driving the GatiShakti Plan as mentioned earlier. It has been 
envisaged that the GatiShakti Plan would spur huge job and entrepreneurship 
opportunities for all, and especially the youth. The thrust of this Plan is on seamless 
multimodal connectivity and logistics efficiency. The GatiShakti Plan would also 
include the infrastructure developed by state governments. Focusing on the year 
2022-23, PM GatiShakti Master Plan for Expressways will be formulated to 
facilitate faster movement of people and goods. Contracts for implementation of 

https://www.business-standard.com/article/economy-policy/union-budget-2022-rs-9-259-crore-outlay-for-air-india-debt-122020200039_1.html
https://www.indiabudget.gov.in/doc/eb/vol1.pdf
https://timesofindia.indiatimes.com/india/for-better-infra-coordination-pm-modi-to-unveil-gati-shakti-masterplan-today/articleshow/86984359.cms
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Multimodal Logistics Parks at four locations through PPP mode will be awarded in 
2022-23. Additionally, one hundred PM GatiShakti Cargo Terminals for multimodal 
logistics facilities will be developed during the next three years. However, it was not 
mentioned in the budget speech how many Cargo Terminals were aimed to develop 
in the year 2022-23.  

In order to give a further fillip to the PM GatiShakti Master Plan, for the year 2022-
23 it has been announced that an allocation of Rs 1 lakh crore has been made in the 
form of fifty-year interest-free loans, over and above the normal borrowings 
allowed to the states which will be used for PM GatiShakti related and other 
productive capital investment of the states. However, it should be noted that this 
allocation will also include some additional components such as Supplemental 
funding for priority segments of PM Gram Sadak Yojana. 

Private Equity, Venture Capital, Blended Finance  

The budget proposal noted that Venture Capital and Private Equity invested more 
than Rs 5.5 lakh crore last year facilitating one of the largest start-up and growth 
ecosystems. With an eye on scaling up this investment, the government has spelled 
out the requirement of a holistic examination of regulatory and other frictions. It has 
been announced that an expert committee will be set up to examine and suggest 
appropriate measures indicating bringing favourable policies that could help 
investors pouring foreign capital into Indian companies. Foreign investors' concerns 
over the years have included paying a higher rate of tax than domestic investors 
and their portfolio companies not being allowed to directly list abroad. So far 
Indian companies can list abroad only via depository receipts, a less liquid proxy 
for shares which are less attractive for investors. 

Venture capital investors and startup founders are likely to benefit from a tax 
rebate announced in Budget 2022-23. The surcharge on long-term capital gains 
(LTCG) tax has been capped at 15% for all listed and unlisted companies. It should 
be noted that only the surcharge levied on unlisted share sales has been reduced ² 
from 37.5% to 15%. The tax rate remains unchanged at 20%.  

The government backed funds NIIF and SIDBI Fund of Funds have provided scale 
capital creating a multiplier effect. For encouraging important sectors such as 
Climate Action, Deep-Tech, Digital Economy, Pharma and Agri-Tech, and will 
promote thematic funds for blended finance with the government share being limited 
to 20 per cent and the funds being managed by private fund managers.  

The budget also emphasized that measures will be taken to enhance financial 
viability of projects including PPP, which shall be obtained by innovative ways of 
financing, and balanced risk allocation, along with technical and knowledge 
assistance from multi-lateral agencies. 

Some of the other developments included 

Ɣ The National Highways network will be expanded by 25,000 km in 2022-
23. Rs 20,000 crore will be mobilized through innovative ways of financing 
to complement the public resources. 
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Ɣ The budget proposed that as a preferred ecologically sustainable 
alternative to conventional roads in difficult hilly areas, National Ropeways 
Development Programme will be taken up on PPP mode. Contracts for 8 
ropeway projects for a length of 60 km will be awarded in 2022-23. 

Ɣ Four hundred new-generation Vande Bharat Trains with better energy 
efficiency and passenger riding experience will be developed and 
manufactured during the next three years.  

Reflections from the Budget for Infra Sector 

7KLV�\HDU·V�EXGJHW�SURSRVDOV�HPSKDVLVH�RQ�WKH�LQFUHDVHG�FDSLWDO�RXWOD\�IURP�WKH�
previous year. The capital expenditure outlay as per the BE for 2022 - 23 is Rs 
7.50 lakh crore. However, a deeper look into this shows that this also includes Rs 
1.88 lakh crore for the Ministry of Roads and Highways, 1.37 lakh crores for the 
Ministry of Railways and Rs 1.52 lakh crore as capital outlay for the Ministry of 
Defence. A total of Rs 4.77 lakh crore (around two third) of the total capital outlay 
going to just three ministries. It should also be noted that roughly 20% of the 
proposed capital expenditure would be going into defence services which is usually 
not meant for the general public. Apart from this, for the current financial year, upto 
November 2021, less than 50% of the capital expenditure has been spent which 
makes it unlikely to achieve the target. 

Although the budget makes an important point to note that the public investments 
would be used to leverage private investments into these sectors especially roads, 
highways and railways. The attempts to attract private investments have been 
ongoing for a long time, since the post liberalisation and privatisation era began in 
India. However, even after 3 decades into this era the government seems unsure if 
private capital would come in, noting that private capital seems to require support 
from public investments to contribute to economic development. On the other hand, it 
appears that schemes like MGNREGS, education and health and family welfare 
have not received importance in these pandemic times.  

The other side of the story of the capital expenditure projected in the budgetary 
proposals is the amount of resources raised through the Internal and Extra 
Budgetary Resources (IEBR), which is raised by utilizing PSU resources and is not 
reflected in government expenditure. This signifies that it might appear that in 
certain ministries the net capital expenditure might be much higher due to IEBR as 
compared to the actual capital outlay provisions made in the budget.  

For instance under the Ministry of Railways, the total outlay provided for Capital 
Expenditure (Net) in Budget Estimate 2022-23 stands at Rs 2,45,800 crore which 
includes Rs 1,37,100 crore from General Revenues, Rs 200 crore from Nirbhaya 
Fund and Rs 1,08,500 crore from IEBR. Similarly, in the case of the Ministry of Ports, 
Shipping and Waterways, while going through the break up of capital expenditure 
it might appear that there has been nil allocation for Capital Outlay on Ports and 
Light Houses, but if one takes into IEBR into account for estimating the net capital 
expenditure, then one can observe that a total of Rs 5,004 crore has been 

https://www.indiabudget.gov.in/doc/eb/sbe85.pdf
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HDUPDUNHG�IRU�,(%5�XQGHU�¶Loan to Credit Cooperatives·�ZKHUH�WKH�PRQH\�ZRXOG�EH�
mobilized for various ports across India for capital expenditure.    

It is estimated that largely private capital would contribute to the resources raised 
through IEBR. However, considering the fickleness of the private capital it needs to 
be seen how much of this is achieved and on what conditions and concessions. This 
also to some extent demonstrates that a big chunk of capital outlay is also 
dependent on the government's ability to raise resources from the private sector. 

It also appears that a big part of the increase in capital expenditure is in the form 
of loans and advances to states which stands at over Rs 1.1 lakh crores in the BE for 
2022-23 against Rs 21,000 crore in the RE for the current year. As clearly spelled 
out in the budget document��´*UDQWV�IRU�FUHDWLRQV�RI�FDSLWDO�DVVHWV�DOVR�LQFOXGH�
allocations under Demand driven/entitlement based scheme MGNREGS, which 
would vary baseG�RQ�GHPDQG�µ�7KLV�ZRXOG�PHDQ�WKDW�DFWXDO�H[SHQGLWXUH�RQ�DVVHW�
creation will depend on the ability of states to implement and spend this funding for 
the given objectives. The capacity of the states vary considerably across the country 
and this could prove to be a bigger challenge.  

The budget proposals focused a lot on the PM Gati Shakti Plan. However, one of the 
clear disconnects between the flamboyant Gati Shakti Plan is the lack of clarity on 
from where the scheme would be financed and how much is the budget outlay for 
the GatiShakti plan for the year 2022-23. For a common person, in the budget 
speech, it is expected that the plans for the upcoming year along with details of the 
finances are clearly spelled out. Bringing together 16 ministries for rolling the Plan 
has its own complications in terms of which ministry would be in-charge or lead the 
scheme and how the fund allocation would be managed across the ministries and 
state governments.  

Moreover, there are practical questions of how consultative the process has been 
during its design and formulation and how the coordination process would be in the 
future when dealing with multiple ministries and the various state governments. There 
is also no information currently available on where the 100 cargo terminals would 
be created for multimodal logistics facilities, whether the various inland or coastal 
authorities have been consulted and adequately handling the rehabilitation of 
communities and the loss of ecosystem. There is also a great deal of ambiguity in 
terms of how many jobs would be created through the GatiShakti Plan or through 
the enhanced use of technology and automation, would it also lead to erosion of 
jobs to some extent.   

Although the idea to attract private investments continues to be pursued. In the 
benefit of the larger sections of the society, the details are awaited for the 
appropriate measures for environment and social safeguard policies as well as 
transparency and accountability mechanisms for such private entities and their 
investments. Such mechanisms are increasingly necessary to hold these private 
entities accountable for the investments they make and the impacts on the local 
communities in terms of loss of livelihood, displacement, environmental damage and 
claiming appropriate resettlement and rehabilitation.  

$V�DQ�LQFUHDVLQJ�QXPEHU�RI�SULYDWH�LQYHVWRUV��QHZ�DQG�¶LQQRYDWLYH·�PDUNHW�EDVHG�
instruments are used to bring in finance for these projects for creating revenue 

https://www.indiabudget.gov.in/doc/eb/sbe78.pdf
https://www.indiabudget.gov.in/doc/Budget_at_Glance/budget_at_a_glance.pdf
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streams and extracting profits. Big infrastructure projects might look good in plans 
but experiences from ground realities demonstrate that they have serious 
implications on the local people, democratic governance processes, natural 
resources, wildlife habitats and the delicate ecological systems. The question also 
looms as to what extent the large scale infrastructure projects are democratic and 
participatory in nature in their implementation.  
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From the lens of International Finance 
Ɣ The Ease of Doing Business 2.0 has been proposed; raises serious concerns 

around environmental and social protection, data security and rights of 
people over their data, alongside an accentuating digital divide to name a 
few. 

Ɣ Focus laid on  financing the infrastructure needs and  stepping-up of public 
investment complemented by private capital at a significant scale; past 
experience of  financialisation of development assistance  has resulted in 
promoting shadow banking, deregulation, reforms, extensive use of PPPs. 

Ɣ Thrust on enhancing  financial viability of projects through PPP, with technical 
and knowledge assistance from multilateral agencies when the experience 
of PPPs in many developed and developing countries has been negative, 
while very few projects have delivered results in the public interest. 

,QGLD·V�H[WHUQDO�GHEW�HVWLPDWHG�Dt US$ 593.1 billion as of end-September 2021, 
grew by US$ 22.3 billion (3.9 per cent) from end of June 2021. External 
Commercial borrowings remain the largest component at US$ 218.8 billion with 
multilateral banks  constituting US$ 71.1 billion and IMF US$ 23.3 billion. IMF (SDRs) 
at US$ 23.3 billion saw a sharp rise from US$ 5.7 billion in December 2020, 
primarily reflecting additional SDR allocation on August 23, 2021.   

7KH�:RUOG�%DQN·V�PXFK�WDLQWHG�´7KH�(DVH�RI�'RLQJ�%XVLQHVV�5HSRUW·Vµ�(R'%��JKRVW�
continues to haunt India. Despite the World Bank  scrapping the report and the 
UDQNLQJV��GXH�WR�´GDWD�LUUHJXODULWLHVµ�LQ�LWV������DQG������HGLWLRQV��(R'%�KDV�EHHQ�
criticised globally for watering down environmental and social protection in the 
name of doing business. India rose dramatically in the EoDB ranking in the last few 
years before it was scrapped. This rise has occurred alongside widespread 
deregulation, which has eroded environmental protections and has seen attempts to 
introduce labour and land laws that favour corporations. GoI adopted the EoDB in 
order to rank the Indian states, giving impetus for states to bring changes in 
regulatory policy space for improving the business environment. In the 2022 budget, 
the Ease of Doing Business 2.0 has been proposed as a revamped version, alongside 
WKH�DQQRXQFHPHQW�RI��¶(DVH�RI�/LYLQJ·��7KLV�QHZ�SKDVH�ZLOO�IRFXV�RQ�DFWLYH�LQYROYHPHQW�
of the states, digitisation of manual processes and interventions, integration of the 
central and state-level systems through IT bridges, a single point access for all 
citizen-centric services, and a standardization and removal of overlapping 
compliances. Ease of doing business 1.0 version resulted in  1486 Union laws being 
UHSHDOHG�DORQJVLGH�GHUHJXODWLRQ�RI�,QGLD·V�HQYLURQPHQWDO�VWDQGards and labour 
protections, and reducing taxation that left the poor and vulnerable even more 
vulnerable. With the 2.0 version we could be looking at a crisis in terms of 
environmental and social protection, data security and rights of people over their 
data, alongside an accentuating digital divide to name a few. 

In the 2022 budget, the Finance Minister also  announced  that an international 
arbitration centre will be set up at the GIFT City to provide faster dispute resolution 
under international jurisprudence. In addition, the setting up of a university in GIFT 

https://www.livemint.com/opinion/online-views/ifsc-gift-city-unlocking-potential-for-financial-services-11638782203187.html
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IFSC (International Financial Services Centre) which would be free from  domestic 
regulation was also announced.  

Focus was also laid on  financing the infrastructure needs and  stepping-up of public 
investment which needs to be complemented by private capital at a significant scale. 
7KLV�LV�LQ�V\QF�ZLWK�WKH�:RUOG�EDQN�*URXSV�DPELWLRXV�VWUDWHJ\�¶0D[LPLVLQJ�)LQDQFH�
IRU�'HYHORSPHQW·��0)D) to use public finance to unlock trillions in new private capital 
. The financialisation of development assistance inherent in financial intermediary 
)XQGV�DQG�WKH�:RUOG�%DQN·V�0)'�DSSURDFK�KDV�EHHQ�criticised several times in the 
past for  promoting shadow banking, deregulation, reforms, extensive use of PPPs 
and more. 

Immense thrust has been given to enhancing  financial viability of projects through 
PPP, with technical and knowledge assistance from multilateral agencies.  In the last 
decade IFC has provided technical assistance for financing strategies for Rewa 
Solar Ultra Mega Project. Since 2013, IFC has implemented a $5.5 billion rupee-
denominated bond program that attracts funding for roads, power, airports, and 
other infrastructure projects. PPPs, itself have come under severe criticism in India. 
The World Bank has been at the forefront in promoting the  public-private-
partnerships to deliver infrastructure projects and public services around the world. 
The experience of PPPs in many developed and developing countries has been 
negative, while very few projects have delivered results in the public interest. PPPs 
have become a classic case of putting  the burden of losses on the public and profits 
for the private. 

https://developingeconomics.org/2019/10/27/from-the-washington-consensus-to-the-wall-street-consensus/



