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BUDGET ANALYSIS 2021-22 
The budget proposals for 2021-22 rest on 6 pillars 

 Health and Well-being 
 Physical and Financial Capital, and Infrastructure 
 Inclusive Development for Aspirational India 

 Reinvigorating Human Capital 
 Innovation and R&D 

 Minimum Government and Maximum Governance 

Presenting the 9th Budget of the Modi Government, Finance 
Minister Nirmala Sitharaman said, while delivering the 3rd 
budget speech of hers, this moment in history is the dawn of a 
new era – one in which India is well-poised to truly be the land 
of promise and hope. This budget, indeed, have brought new 
hopes for 'Team India'. Commenting on the budget, S S 
Mallikarjuna Rao, MD & CEO, Punjab National Bank said, "The 
budget rightly strikes a reasonable balance between 
addressing the key pillars of Health & Well-being, Inclusive 
Development, Human Capital, Innovation and R&D, apart from 
laying the path for a robust economy by providing a major 
infrastructure boost. The array of measures announced are in 
line with people as well as market expectations and will go a 
long way to bring the nation back on track by boosting 
spending on infrastructure and rural development while 
fighting the pandemic through health focused measures." 
Although several economists hailed Finance Minister Nirmala 
Sitharaman for a "bold budget" focused on fiscal expansion but 
flagged concerns over not addressing the problems of 
inequitable growth.   

Past Budgets under PM Modi attempted to balance the agenda 
both on the left and the right of the public debate. On the 
economy, the focus was more left-of-Centre and in politics and 
social spheres, the agenda was more right-of-Centre. This is the first time the agenda has attempted to become 
right-of-Centre on the economy as well and hence, people are also calling it the 'BJP Budget'.  

During her speech, FM emphasised on the importance of the government's flagship 'AatmaNirbhar Bharat 
Abhiyaan' and indicated that the 2021-22 Budget will further strengthen the Sankalp of 'Nation First', Doubling 
Farmer’s Income, Strong Infrastructure, Healthy India, Good Governance, Opportunities for Youth, Education for 
All, Women Empowerment and Inclusive Development, among others.   

Here, in this special article, we have tried to simplify and analyze the budget for you, while taking into 
consideration the views of several experts for better understanding. 
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Health and well being 

Amidst the pandemic, the eye-opening view of health sector, have offered the government to focus more on 
public health and institutional development along with the policy formation. However, the Union budget 2021 
saw a 137 percent increase in health spending. The government aims to focus on strengthening the three areas, 
namely preventive curative and well-being. Apart from regular spending allocated for the ministry, a new 
centrally sponsored health scheme PM Atma Nirbhar Swasth Bharat Yojana will be launched with an outlay of 
Rs. 64,180 crores over the 6 years. This will develop capacities of the primary, secondary and tertiary health care 
systems, strengthening existing national institutions and create new institutions, to cater to detention and cure 
of new and emerging diseases.  

This amount will however be spent on urban and rural health and wellness centres and strengthening present 
institutional setup and a national institution for one health, a regional research platform for WHO south east 
Asia region, 9 bio safety level 3 laboratories and 4 regional national institute of virology. In addition the 
government also said it would provide Rs. 35,000 crores for COVID-19 vaccines in the following year.   

However, this is just the outside view of the government allocation for health sector, if we see this expenditure 
in terms of the percentage of GDP, it is still below 2.5 percent. There is still a huge gap between the expenditure 
allocated and the actual expenditure, the primary health centres in rural and semi- urban areas remain almost 
non-functional, the integration of district hospitals with private medical colleges to initiate public private 
partnership seems yet a distant goal.   

Another area that government 
need to focus is of health 
insurance, with an increasing 
inflation, the cost of expenditure 
made on health facilities 
increases, without any change in 
the income to be spend on health. 
The health insurance policy 
started by government on India, 
has been allocated 6,400 cores 
same as the previous year. 

 

 

Nutrition 

Supplementary Nutrition Programme and the Poshan Abhiyan will be merged to launch the Mission Poshan 2.0. 
There will be adoption of an intensified strategy to improve nutritional outcomes across 112 Aspirational 
Districts. 

Universal Coverage of Water Supply 

The Jal Jeevan Mission (Urban), will be launched. It aims at universal water supply in all 4,378 Urban Local Bodies 
with 2.86 crores household tap connections, as well as liquid waste management in 500 AMRUT cities. It will be 
implemented over 5 years, with an outlay of 2,87,000 crores. 

Swachh Bharat, Swasth Bharat 

For further swachhta of urban India, there will be focus on complete faecal sludge management and waste water 
treatment, source segregation of garbage, reduction in single-use plastic, reduction in air pollution by effectively 
managing waste from construction-and-demolition activities and bio-remediation of all legacy dump sites. The 
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Urban Swachh Bharat Mission2.0 will be implemented with a total financial allocation of 1,41,678 crores over a 
period of 5 years from 2021-2026. 

Scrapping Policy 

A voluntary vehicle scrapping policy will be brought to phase out old and unfit vehicles. This will help in 
encouraging fuel- efficient, environment friendly vehicles, thereby reducing vehicular pollution and oil import 
bill. Vehicles would undergo fitness tests in automated fitness centres after 20 years in case of personal vehicles, 
and after 15 years in case of commercial vehicles.  

Vaccines 

The Pneumococcal Vaccine, a Made in India product, is presently limited to only 5 states will be rolled out across 
the country. This will avert more than 50,000 child deaths annually. 35,000 crores have been given for Covid-19 
vaccine in BE 2021-22.  

The Budget outlay for Health and Wellbeing is 2,23,846 crores in BE 2021-22 as against 2020-21 BE of 94,452 
crores, an increase of 137 percentage. 

 

Physical and Financial Capital and Infrastructure – Production Linked Incentive scheme (PLI) 

The second pillar of the budget is physical and financial capital and infrastructure. 

• Finance Minister said that for a USD 5 trillion economy, our manufacturing sector has to grow in 
double digits on a sustained basis. 

• To achieve the above, PLI schemes to create manufacturing global champions for an AatmaNirbhar 
Bharat have been announced for 13 sectors. For this, the government has committed nearly 
Rs.1.97 lakh crore in the next 5 years starting FY 2021-22. 

• Production linked incentive scheme that aims to give companies incentives on incremental sales 
from products manufactured in domestic units. 

• The proposition of a sharp increase in capital expenditure and Rs 5.54 lakh crores allotted, which 
is 34.5 per cent more than the BE 2020-21. 

• A scheme of Mega Investment Textiles Parks (MITRA) will be launched in addition to the PLI 
scheme. This will create world class infrastructure with plug and play facilities to enable create 
global champions in exports. 7 Textile Parks will be established over 3 years. 

• FY21 Capital expenditure at Rs 4.39 lakh crore; 3500 kms of national highway works in Tamil Nadu 
with an investment of Rs 1.03 
lakh crore, 1500 kms of national 
highway road in Kerala at a cost 
of Rs 65,000 crore 

• An enhanced outlay of Rs 1.18 
lakh crore for Ministry of Road 
Transport and Highway 

• More than 13,000 km length of 
roads, at a cost of 3.3 lakh crores, 
has already been awarded under 
the 5.35 lakh crores Bharatmala 
Pariyojana project of which 
3,800 kms have been constructed. By March 2022, Govt. would be awarding another 8,500 kms 
and complete an additional 11,000 kms of national highway corridors. 

• 702 km of metro rail already operation in 26 cities 1016 km in the works. wo new technologies i.e., 
‘MetroLite’ and ‘MetroNeo’ will be deployed to provide metro rail systems at much lesser cost 
with same experience, convenience and safety in Tier-2 cities and peripheral areas of Tier-1 cities. 
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• Eastern and western dedicated freight corridors to be commissioned by June 2022 
• Power distribution: Consumers to be given a choice of more than one distribution company; share 

of public transport to be enhanced with an outlay of Rs 18,000 crore 
• The DFI is proposed to be capitalized with Rs 20,000 crore and is expected to have a lending 

portfolio of at least Rs 5 lakh crores within three years' time. 
• Debt Financing of InVITs and REITs by Foreign Portfolio Investors will be enabled by making suitable 

amendments in the relevant legislations. This will further ease access of finance to InVITS and REITs 
thus augmenting funds for infrastructure and real estate sectors. 

• Ujjwala Scheme will be extended to cover 1 cr more beneficiaries; will add 100 more districts to 
city gas distribution network 

• 7 port projects to be offered in private-public partnership mode; plan to support Indian shipping 
cos with subsidy 

• Allocation of Rs 1,000 cr to Solar Energy Corporation of India 
• Corporate bond market: Permanent institutional framework to be put in place to purchase 

investment-grade papers 
• Hydrogen energy mission to be launched for generation using clean sources 
• To allow depositors of stressed banks to access up to Rs 5 lakh as per DICGC; small companies 

threshold for paid-up capital hiked to up to Rs 2 crore 
• The National Infrastructure Pipeline (NIP) was launched with 6835 projects; the project pipeline 

has now expanded to 7,400 projects. Around 217 projects worth 1.10 lakh crores under some key 
infrastructure Ministries have been completed. The NIP is a specific target which this government 
is committed to achieving over the coming years. It will require a major increase in funding both 
from the government and the financial sector. In this Budget, the government proposes to take 
concrete steps to do this, in three ways: Firstly, by creating the institutional structures; secondly, 
by a big thrust on monetizing assets, and thirdly by enhancing the share of capital expenditure in 
central and state budgets. 

• A “National Monetization Pipeline” of potential brownfield infrastructure assets will be launched. 
Some important measures in the direction of monetisation are: 

a) National Highways Authority of India and PGCIL each have sponsored one InvIT that will 
attract international and domestic institutional investors. Five operational roads with an 
estimated enterprise value of 5,000 crores are being transferred to the NHAI InvIT. 
Similarly, transmission assets of a value of 7,000 crores will be transferred to the PGCIL 
InvIT. 

b) Railways will monetise Dedicated Freight Corridor assets for operations and maintenance, 
after commissioning. 

c) The next lot of Airports will be monetised for operations and management concession 
d) Other core infrastructure assets that will be rolled out under the Asset Monetization 

Programme are: (i) NHAI Operational Toll Roads (ii) Transmission Assets of PGCIL (iii) Oil 
and Gas Pipelines of GAIL, IOCL and HPCL (iv) AAI Airports in Tier II and III cities, (v) Other 
Railway Infrastructure Assets (vi) Warehousing Assets of CPSEs such as Central 
Warehousing Corporation and NAFED among others and (vii) Sports Stadiums. 

• In the BE 2020-21, govt. had provided 4.12 lakh crores for Capital Expenditure and it is likely to end the 
year at around 4.39 lakh crores (RE 2020-21). For 2021-22, there will be a sharp increase in capital 
expenditure and thus have provided 5.54 lakh crores which is 34.5% more than the BE of 2020-21. Over 
and above this expenditure, Centre would also be providing more than 2 lakh crores to States and 
Autonomous Bodies for their Capital Expenditure. 

• A new scheme will be launched at a cost of 18,000 crores to support augmentation of public bus 
transport services. The scheme will facilitate deployment of innovative PPP models to enable private 
sector players to finance, acquire, operate and maintain over 20,000 buses 

• A number of transactions for strategic disinvestment namely BPCL, Air India, Shipping Corporation of 
India, Container Corporation of India, IDBI Bank, BEML, Pawan Hans, Neelachal Ispat Nigam limited 

http://www.edstar.in/


www.edstar.in                                                                                                                                      
 

edustar.edu@gmail.com 
 

among others would be completed in 2021-22. Other than 9 IDBI Bank, govt proposes to take up the 
privatization of two Public Sector Banks and one General Insurance company in the year 2021-22. 
 
Govt will also bring the IPO of LIC. To similarly incentivise States to take to disinvestment of their Public 
Sector Companies, Centre will work out an incentive package of Central Funds for States. Idle assets 
will not contribute to AatmaNirbhar Bharat. The non-core assets largely consist of surplus land with 
government Ministries/Departments and Public Sector Enterprises. Monetizing of land can either be by 
way of direct sale or concession or by similar means. This requires special abilities and for this purpose, 
govt. propose to use a Special Purpose Vehicle in the form of a company that would carry out this 
activity. In order to ensure timely completion of closure of sick or loss making CPSEs, govt will introduce 
a revised mechanism that will ensure timely closure of such units. Govt has estimated 1,75,000 crores 
as receipts from disinvestment in BE 2021-22. 

Inclusive Development for Aspirational India 

Under the pillar of Inclusive Development for Aspirational India, the Finance Minister announced to cover 
Agriculture and Allied sectors, farmers’ welfare and rural India, migrant workers and labour, and financial 
inclusion. 

Agriculture 

The MSP regime has undergone a sea change to assure price that is at least 1.5 times the cost of production 
across all commodities. The procurement has also continued to increase at a steady pace. This has resulted in 
increase in payment to farmers substantially. A comparison of payment to farmers has substantially increased 
shown in the given table. 

 

 2013-14 2019-20 2020-21 
Wheat Rs. 33,874 crores 

(US$ 4.65 billion) 
Rs. 62,802 crores 
(US$ 8.61 billion) 

Rs. 75,060 crores 
(US$ 10.29 billion) 
 

Rice Rs. 63,928 crores 
(US$ 8.77 billion) 

Rs. 1,41,930 crores 
(US$ 19.46 billion) 

Rs. 172,752 crores 
(US$ 23.69 billion) 
 

Pulses Rs. 236 crores 
(US$ 32.37 million) 

Rs. 8,285 crores 
(US$ 1.14 billion) 

Rs. 10,530 crores 
(US$ 1.44 billion) 

 

Early this year, Honourable Prime Minister had launched SWAMITVA Scheme. Under this, a record of rights is 
being given to property owners in villages. Up till now, about 1.80 lakh property-owners in 1,241 villages have 
been provided cards and the Finance Minister proposed during FY21-22 to extend this to cover all states/UTs. 
Allocation to the Rural Infrastructure Development Fund increased -0,000 crore to Rs. 40,000 crores. The Micro 
Irrigation Fund, with a corpus of Rs.5,000 crore has been created under NABARD will be doubled. The scope of 
‘Operation Green Scheme’ that is presently applicable to tomatoes, onions, and potatoes, will be enlarged to 
include 22 perishable products. Keeping in view the transparency and competitiveness that e-NAM has brought 
into the agricultural market, 1,000 more mandis will be integrated with e-NAM. The Agriculture Infrastructure 
Funds would be made available to APMCs for augmenting their infrastructure facilities. 

Fisheries 

Finance Minister proposed substantial investments in the development of modern fishing harbours and fish 
landing centres. To start with, 5 major fishing harbours – Kochi, Chennai, Visakhapatnam, Paradip, and Petuaghat 
– will be developed as hubs of economic activity. To promote seaweed cultivation, Govt proposes a Multipurpose 
Seaweed Park to be established in Tamil Nadu. 
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Migrant Workers and Labourers 

Government has launched the One 
Nation One Ration Card scheme through 
which beneficiaries can claim their rations 
anywhere in the country. One Nation One 
Ration Card plan is under implementation 
by 32 states and UTs, reaching about 69 
crore beneficiaries – that’s a total of 86% 
beneficiaries covered. The remaining 4 
states and UTs will be integrated in the 
next few months. To further extend 
efforts towards the unorganised labour 
force, migrant workers particularly, govt 
will launch a portal that will collect 

relevant information on gig, building, and construction-workers among others. This will help formulate Health, 
Housing, Skill, Insurance, Credit, and food schemes for migrant workers. Government proposes to conclude a 
process that began 20 years ago, with the implementation of the 4 labour codes. For the first time globally, 
social security benefits will extend to gig and platform workers. Minimum wages will apply to all categories 
of workers, and they will all be covered by the Employees State Insurance Corporation. Women will be allowed 
to work in all categories and also in the night-shifts with adequate protection. At the same time, compliance 
burden on employers will be reduced with single registration and licensing, and online returns. 

Financial Inclusion 

To further facilitate credit flow under the scheme of Stand-Up India for SCs, STs, and women, the Finance 
Minister proposed to reduce the margin money requirement from 25% to 15%, and to also include loans for 
activities allied to agriculture. Moreover, a number of steps were taken to support the MSME sector and in this 
Budget, Government has provided Rs. 15,700 crores to this sector – more than double of this year’s BE. 

Reinvigorating Human Capital 

While emphasising on reinvigorating Human Capital finance minister Nirmala Sitharaman stated that the 
National Education Policy (NEP) announced recently has had good reception. School Education. Under the 
Budget 2021, more than 15,000 schools will be qualitatively strengthened to include all components of the 
National Education Policy. They shall emerge as exemplar schools in their regions, handholding and mentoring 
other schools to achieve the ideals of the Policy. 

Besides, 100 new Sainik Schools will be set up in partnership with NGOs/private schools/states. In the field of 
Higher Education, Budget 2019-20 provisioned the setting-up of Higher Education Commission of India. Budget 
2021-22 announced introducing a Legislation this year to implement the same. It will be an umbrella body 
having 4 separate vehicles for standard-setting, accreditation, regulation, and funding. Also, for accessible 
higher education in Ladakh, Central University in Leh is proposed to be set up. 
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A special, Blue Grant for Research Institutions was emphasised upon, since many of Indian cities have various 
research institutions, universities, and colleges supported by the Government of India. Hyderabad for example, 
has about 40 such major institutions. The government, under the current budget, will create formal umbrella 
structures in 9 such cities so that these institutions can have better synergy, while also retaining their internal 
autonomy. 

 A Glue Grant will be set aside for this purpose. The Budget also set a target of establishing 750 Eklavya model 
residential schools in tribal areas. The unit cost of each such school got increased from 20 crores to 38 crores, 
and for hilly and difficult areas, to 48 crores in the budget. This would help in creating robust infrastructure 
facilities for our tribal students. The budget also revamped the Post Matric Scholarship Scheme, for the welfare 

of Scheduled Castes. The 
Central Assistance is 
enhanced in this regard. 
An allotment has been 
made of 35,219 crores for 
6 years till 2025-2026, to 
benefit 4 crores SC 
students.  

Skill development is an 
integral part of Iman 
Capital Development. In 
2016, government had 
launched the National 
Apprenticeship Promotion 
Scheme. The Budget 2021 
proposes to amend the 
Apprenticeship Act with a 

view to further enhancing apprenticeship opportunities for our youth. Government plans to will realign the 
existing scheme of National Apprenticeship Training Scheme (NATS) for providing post-education 
apprenticeship, training of graduates and diploma holders in Engineering. Over 3,000 crores will be provided for 
this.  

Further, an initiative is underway, in partnership with the United Arab Emirates (UAE), to benchmark skill 
qualifications, assessment, and certification, accompanied by the deployment of certified workforce. India also 
has a collaborative Training Inter Training Programme (TITP) between India and Japan to facilitate transfer of 
Japanese industrial and vocational skills, technique, and knowledge. The budget intended to take forward this 
initiative with many more countries. 

 

Innovation and R&D 

“India is a highly cost-effective R&D destination, and also has a high-quality, young workforce, as evidenced by 
major international companies investing in R&D or design facilities in India. Despite a 9 per cent increase in 
operating costs of R&D centres in India, they are still 25 per cent cheaper than in China. If capitalised well, this 
can lead to 10-15 per cent growth in R&D in the country in the next couple of years.” said Nitin Kunkolienker, 
president, MAIT (Manufacturers’ Association of Information Technology) to electronics B2B. Therefore comes 
the need to invest on it heavily. Without government's orientation on the same, India can't move on the lines of 
a healthy R&D ecosystem. Therefore Budget 2021 has the following things in store for innovation and R&D:   
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 NRF - In the Budget Speech of July 2019, finance minister 
Nirmala Sitharaman had announced the formation of a 
National Research Foundation. In the current speech of 
2021, she announced that NRF outlay will be of 50,000 
crores, over 5 years. It will ensure that the overall research 
ecosystem of the country is strengthened with focus on 
identified national-priority thrust areas.  

Digital Payments - There has been a manifold increase in 
digital payments in the recent past. To give a further boost 
to digital transactions, 1,500 crores have been earmarked 
for a proposed scheme that will provide financial incentive 
to promote digital modes of payment. The budget, 
however, didn't give further details of the scheme.  

National Language Translation Mission (NTLM) - Under this 
new initiative, the government wants to enable the wealth 
of governance-and-policy related knowledge on the 
Internet being made available in major Indian languages. 

Space - New Space India Limited, NSIL, a PSU under the 
Department of Space is tasked to execute the PSLV-CS51 
launch, carrying the Amazonia Satellite from Brazil, along 
with a few smaller Indian satellites. As part of the 
Gaganyaan mission activities, four Indian astronauts are 
being trained on Generic Space Flight aspects, in Russia. The 
first unmanned launch is slated for December 2021  

Deep Ocean Mission - has been launched to better understand the realm of living and non-living resources in 
Ocean. The budget outlay for the same is more than 4,000 crores, over five years. This Mission will cover deep 
ocean survey exploration and projects for the conservation of deep sea bio-diversity. 

Minimum Government, Maximum Governance 

While announcing a 6-pillared approach to Budget 2021, Finance Minister declared ‘Minimum Government, 
Maximum Governance’ as the last pillar. Elaborating on it, she enunciated the features of this pillar, which are 
as follows: -   

• The forthcoming Census could be the first digital census in the history of India and has been 
allocated Rs. 3,768 crores for the year 2021-2022. 

• To have ease of doing business for those who deal with Government or CPSEs, and carry out 
contracts, it is proposed to set up a Conciliation Mechanism and mandate its use for quick 
resolution of contractual disputes which will instil confidence in private investors and contractors. 

• Govt has introduced the National Commission for Allied Healthcare Professionals Bill in Parliament, 
with a view to ensure transparent and efficient regulation of the 56 allied healthcare professions. 
To bring about transparency, efficiency and governance reforms in the nursing profession, ‘The 
National Nursing and Midwifery Commission Bill’ will be introduced by the government for passing. 

• It is proposed to take further measures to rationalise the functioning of Tribunals for speedy 
delivery of justice. 

• Gig workers will now be able to avail the benefits of social security schemes of the central 
government. 

• Further, e-commerce workers will also be covered under the Employees’ State Insurance Scheme 
(ESI), Employees’ Provident Fund (EPF) and the minimum wage rule. 

• Centre will give a grant of Rs. 300 crores to the Government of Goa for celebrating the diamond 
jubilee year of the state’s liberation from Portuguese rule. 
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• Rs. 1,000 crores will be spent for the welfare of Tea workers especially women and their children 
in Assam and West Bengal through a special scheme. 

Writing in LiveMint, Vinay Tonse, MD and CEO of SBI Mutual Fund believes that from focusing on start-ups, 
decriminalisation of the LLP Act and redefining small companies under the Companies Act, increased FDI in 
insurance, and relief to non-resident Indian (NRI) investors on dividend income; the budget has redefined the 
priorities by re-arranging the key building blocks of economy. The government seems to be working in the 
direction of backing-off from the areas where government has no business to stay, which was also mentioned 
by the FM in her budget speech.  

While on the other hand, 
listening to the finance 
minister’s speech and reading 
the budget documents, one 
gets the feeling that what 
minimum government 
maximum governance – a 
slogan revived this year – 
really means is absent 
government and private 
governance, writes Kiran 
Bhatty, a senior fellow at the 
Centre for Policy Research, 
New Delhi. She says so 

referring that, in this budget, public assets are to be privatised, public sector banks to be disinvested, public 
services are to be privatised, private individuals are expected to provide support to teachers, and even Sainik 
schools are to be opened with private sector support. Serious physical, human and financial capacity gaps exist 
that require urgent addressing by the state and none of this can be achieved by reducing financial allocations or 
not increasing them in line with requirements, she adds.  

Despite everything, the government plans to move forward with its stated goals of scaling down the public sector 
and providing space for the private sector to grow, especially in the non-strategic sectors and instead focus on 
providing requisite regulatory framework and good governance, which is also the need of the hour. The 2021 
Budget is a right step in that direction. 

Fiscal Position 

At the beginning of the current Financial Year, the pandemic’s impact on the economy resulted in a weak 
revenue inflow. This was combined with high expenditure to provide essential relief to vulnerable sections of 
the society especially the poor, women, SCs and STs. As a result, against an original BE expenditure of 30.42 lakh 
crores for 2020- 2021, RE estimates are 34.50 lakh crores. 

The capital expenditure, estimated in RE is  4.39 lakh crores in 2020-2021 as against 4.12 lakh crores in BE 2020-
21. The fiscal deficit in RE 2020-21 is pegged at 9.5% of GDP. The government has funded this through 
Government borrowings, multilateral borrowings, Small Saving Funds and short-term borrowings. To ensure 
that the economy is given the required push, the BE estimates for expenditure in 2021-2022, are 34.83 lakh 
crores. This includes 5.54 lakh crores as capital expenditure, an increase of 34.5% over the BE figure of 2020-
2021. The fiscal deficit in BE 2021-2022 is estimated to be 6.8% of GDP. The gross borrowing from the market 
for the next year would be around `12 lakh crores. The government plans to continue with the path of fiscal 
consolidation, and intend to reach a fiscal deficit level below 4.5% of GDP by 2025-2026 with a fairly steady 
decline over the period. It hopes to achieve the consolidation by first, increasing the buoyancy of tax revenue 
through improved compliance, and secondly, by increased receipts from monetisation of assets, including Public 
Sector Enterprises and land. The Contingency Fund of India is being proposed to be augmented from 500 crores 
to 30,000 crores through Finance Bill. 
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In accordance with the views of the 15th Finance Commission, Centre is allowing a normal ceiling of net 
borrowing for the states at 4% of GSDP for the year 2021-2022. States will be expected to reach a fiscal deficit 
of 3% of GSDP by 2023-24, as recommended by the 15th Finance Commission. 

To discontinue the NSSF Loan to FCI for Food Subsidy and accordingly Budget Provisions have been made in RE 
2020-21 and BE 2021-22. 

 

Tax Proposals 

Vision of a transparent, efficient tax system to promote investments and employment in the country with 
minimum burden on tax payers. 

 

 

 

1. Direct Taxes 

Achievements 

• Corporate tax rate slashed to make it among the lowest in the world 
• Burden of taxation on small taxpayers eased by increasing rebates 
• Return filers almost doubled to 6.48 crore in 2020 from 3.31 crore in 2014 
• Faceless Assessment and Faceless Appeal introduced 

Relief to Senior Citizens 

• Exemption from filing tax returns for senior citizens over 75 years of age and having only pension 
and interest income; tax to be deducted by paying bank 

Reducing Disputes, Simplifying Settlement 

• Time limit for re-opening cases reduced to 3 years from 6 years 
• Serious tax evasion cases, with evidence of concealment of income of Rs. 50 lakh or more in a year, 

to be re-opened only up to 10 years, with approval of the Principal Chief Commissioner 
• Dispute Resolution Committee to be set up for taxpayers with taxable income up to Rs. 50 lakh 

and disputed income up to Rs. 10 lakhs 
• National Faceless Income Tax Appellate Tribunal Centre to be established 
• Over 1 lakh taxpayers opted to settle tax disputes of over Rs. 85,000 crores through Vivad Se 

Vishwas Scheme until 30th January 2021 
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Relaxation to NRIs 

• Rules to be notified for removing 
hardships faced by NRIs regarding their foreign 
retirement accounts. 

Incentivising Digital Economy 

• Limit of turnover for tax audit increased 
to Rs. 10 crores from Rs. 5 crores for entities 
carrying out 95% transactions digitally 

Relief for Dividend 

• Dividend payment to REIT/ InvIT exempt 
from TDS 
• Advance tax liability on dividend income 
only after declaration/ payment of dividend 
• Deduction of tax on dividend income at 
lower treaty rate for Foreign Portfolio Investors 

Attracting Foreign Investment for Infrastructure 

• Infrastructure Debt Funds made eligible to raise funds by issuing Zero Coupon Bonds 
• Relaxation of some conditions relating to prohibition on private funding, restriction on commercial 

activities, and direct investment 

Supporting ‘Housing for All’ 

• Additional deduction of interest, up to Rs. 1.5 lakh, for loan taken to buy an affordable house 
extended for loans taken till March 2022 Tax holiday for Affordable Housing projects extended till 
March 2022 

• Tax exemption allowed for notified Affordable Rental Housing Projects 

Relief to Small Trusts 

• Exemption limit of annual receipt revised from ₹1 crore to ₹5 crore for small charitable trusts 
running schools and hospitals 

Labour Welfare 

• Late deposit of employee’s contribution by the employer not to be allowed as deduction to the 
employer 

• Eligibility for tax holiday claim for start-ups extended by one more year 
• Capital gains exemption for investment in start-ups extended till 31st March, 2022 

 

2. Indirect Taxes 

GST: Measures taken till date: 

• Nil return through SMS 
• Quarterly return and monthly payment for small taxpayers 
• Electronic invoice system 
• Validated input tax statement 
• Pre-filled editable GST return 
• Staggering of returns filing 
• Enhancement of capacity of GSTN system 
• Use of deep analytics and AI to identify tax evaders 
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Custom Duty Rationalization 
 

• Twin objectives: Promoting domestic manufacturing and helping India get onto global value chain 
and export better 

• 80 outdated exemptions already eliminated 
• Revised, distortion-free customs duty structure to be put in place from 1st October 2021 by 

reviewing more than 400 old exemptions. 
• New customs duty exemptions to have validity up to the 31st March following two years from its 

issue date 
 
Electronic and Mobile Phone Industry 
 

• Some exemptions on parts of chargers and sub-parts of mobiles withdrawn 
• Duty on some parts of mobiles revised to 2.5% from ‘nil’ rate 

 
Iron and Steel 
 

• Customs duty reduced uniformly to 7.5% on semis, flat, and long products of non-alloy, alloy, and 
stainless steels 

• Duty on steel scrap exempted up to 31st March, 2022 
• Anti-Dumping Duty (ADD) and Counter-Veiling Duty (CVD) revoked on certain steel products 
• Duty on copper scrap reduced from 5% to 2.5% 

 
Textiles 
 

• Basic Customs Duty (BCD) on caprolactam, nylon chips and nylon fibre & yarn reduced to 5% 
 
Chemicals 
 

• Calibrated customs duty rates on chemicals to encourage domestic value addition and to remove 
inversions 

• Duty on Naptha reduced to 2.5% 
 
Renewable Energy 
 

• Phased manufacturing plan for solar cells and solar panels to be notified 
• Duty on solar invertors raised from 5% to 20%, and on solar lanterns from 5% to 15% to encourage 

domestic production 
 
 
MSME Products 
 

• Prawn feed to attract customs duty of 15% from earlier rate of 5% 
• Exemption on import of duty-free items rationalized to incentivize exporters of garments, leather, 

and handicraft items 
• Exemption on imports of certain kind of leathers withdrawn 
• Customs duty on finished synthetic gem stones raised to encourage domestic processing 

 
Agriculture Products 
 

• Customs duty on cotton increased from nil to 10% and on raw silk and silk yarn from 10% to 15%. 
• Withdrawal of end-use based concession on denatured ethyl alcohol 
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• Agriculture Infrastructure and Development Cess (AIDC) on a small number of items 
 

Rationalization of Procedures and Easing of Compliance 

• Turant Customs initiative, a Faceless, Paperless, and Contactless Customs measures. 
• New procedure for administration of Rules of Origin. 

 
BUDGET Comes From (Budget 2021-22) 
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Rupee Goes To 
(Budget 2021-22) 
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