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A Ghost of Budgets Past 

Despite calls from many quarters to go on a 

spending spree, finance minister Nirmala 

Sitharaman has chosen to stay course on fiscal 

discipline.   

The level of public sector borrowing, inclusive of 

deficits in the budgets of central and state 

governments plus off-budget borrowing, is already 

estimated to be in excess of 9% of GDP.  

Therefore, pushing the central government fiscal 
deficit to 4.5% as desired by some analysts would 

have starved a private sector already short of 

investment funds yet more.  



GoI has initiated the reform of the personal 
income-tax (I-T) system by offering to lower tax 
rates to those willing to forgo nearly all 
exemptions. 

To cap tax disputes and corruption, it is 
important that exemptions be ended and tax rates 
lowered. 

As such, this is a highly desirable first move 
towards cleaning up of personal I-T system. 

It would have been good to offer a similar tax cut 
to those in high-income bracket as well. 

Nevertheless, once 7%-plus growth is restored and 
revenue growth returns to its normal level, this 
reform should follow. 



The budget proposes to embark on an aggressive 

programme of privatisation.  

GoI has set the ambitious target of ₹2.11 lakh 

crore in disinvestment proceeds in 2020-21.  

This contrasts with the actual proceeds of 

₹65,000 crore via disinvestment in the current 

fiscal year. 

It is true that GoI failed to achieve its original 

target of ₹1.05 lakh crore in disinvestment 

proceeds this year. 



Worrisome feature in the budget: international 
trade 

Import substitution was a buzz word 2 years ago. 

Official policy was to allow the import of a 
product only if the importer could prove to the 
satisfaction of a designated government agency 
that it was ‘essential’. 

Reforms that began in 1991 progressively replaced 
import substitution by outward orientation and did 
away with ‘essentiality’ and ‘domestic 
availability’ criteria for imports. 

But the import substitution, as well as the two 
import criteria, have had a come back now.  



The finance minister has said that if certain goods of 

equal quality are being manufactured locally, there 

is no reason to import them. 

A new provision in the Customs Act, 1962, 

introduced as a part of the latest Finance Bill, extends 
GoI’s power to prohibit imports and exports of gold 

and silver to ‘any other goods’. 

Another amendment in Customs Tariff Act, 1975, 

greatly enhances GoI’s power to impose safeguard 

duties and tariff rate quota on imports on the pretext 
of a threat of injury to domestic industry. 

These measures come on top of numerous tariff 

increases on virtually all labour-intensive light 

manufactures of which we ought to be large exporters. 



Instead, we have chosen to punish our consumers 

to protect our inefficient small producers, which 

will never become globally competitive.  

Our approach, instead, ought to be to create an 

ecosystem in which small enterprises become 

medium, medium become large, and large turn 

larger still.  

That is what will place us on the path to double-

digit growth and gainful employment for the 

masses. 



LIC  

The government has initiated preparations for the 

mega initial share sale of state-owned Life 

Insurance Corporation of India. 

It would take about a year to complete the 

transaction as the process may involve amending 

several laws. 

Finding out the valuation, (looking at) Sebi (Securities 

and Exchange Board of India) regulations, changes in 

the LIC Act 

Interministerial Committee: DIPAM + Department 

of financial services and law ministry  

 



The government has set an aggressive ₹2.1 trillion 

revenue generation target through asset sales for 

the next fiscal. 

Of this, ₹90,000 crore is likely to come from the 

government’s stake sales in LIC and IDBI Bank, also 

owned by the life insurer. 

The government’s track record in meeting 

disinvestment targets has been dismal, having 

achieved it only twice in the past eight years. 

It is set to miss the target again this fiscal and 

expects to get ₹65,000 crore from disinvestments 

compared to the ₹1.05 trillion goal it had set 

initially. 



NRIs Tax 

Non-resident Indians (NRIs) working in income tax-free 

jurisdictions such as the UAE will have to pay tax only on 

their income generated in India, and not on their 

earnings outside the country. 

Sitharaman said the clarification will be included in the 

statute to clear any confusion among tax officials. 

A provision in the Finance Bill, 2020 said that an Indian 

citizen who is not liable to be taxed in any other country 

or territory shall be deemed a resident of India. 

A 30% tax plus cess and surcharge on NRIs’ income 

abroad would leave less money in their hands. 



Hike in deposit insurance 

Union budget proposal to raise deposit insurance 

fivefold. 

The Union budget proposed to raise deposit 

insurance to ₹5 lakh per depositor from the 

existing ₹1 lakh.  

The greater cover is likely to assuage depositors 

and restore some faith in the financial system. 

It will increase confidence in small private sector 

banks, small finance banks and cooperative banks. 

Depositors could now put in a larger sum of 

money and possibly at higher interest rates also. 





The Deposit Insurance and Credit Guarantee 

Corporation (DICGC) is governed by the provisions 

of the DICGC Act of 1961 and the DICGC General 

Regulations of 1961 framed by the Reserve Bank 

of India .  

At present, banks pay 10 paise for every ₹100 of 

deposits it has. 

While the increase in deposit insurance—the first 

since 1993—may not be sufficient, considering 

people keep greater sums in banks nowadays, the 

proposal has partially addressed the current 

unease about the financial system. 



Explaining Budget proposals 

FinMin: the idea behind the new regime unveiled 

in her budget is to “eventually move towards 

lower tax and remove exemptions.” 

“We have made cuts for the middle class, lower middle class… The idea 
is to eventually move towards tax rates (that are) significantly lower 

than prevalent today; a regime simpler to comply (with); and (to) 

remove exemptions.” 

 Sitharaman defended the new regime, saying it 

will definitely benefit taxpayers in certain 

brackets, if not all. 

A list of exemptions still available to those opting 

for the lower slab rates was issued late on 

Saturday. 



DeMo amnesty scheme 

Individuals who received income tax notices 

following demonetisation in 2016 will be able to 

take advantage of the amnesty scheme announced 

in the budget. 

These will be with regard to unexplained bank 

deposits and not cash unearthed in raids.  

Finance minister Nirmala Sitharaman had 

announced a ‘Vivaad se Vishwas’ scheme in the 

budget with a view to cut down on litigation. 

Under the scheme, taxpayers will be spared 

penalties and interest if they pay the entire 

liability.  

Ajay Bhushan Pandey 

Revenue Secretary  



Bharat Bond ETF: Second tranche 

Second tranche of Bharat Bond exchange traded 

fund (ETF) is likely to hit the market in the current 

quarter. 

The first bond ETF, launched in December, was a 

great success. 

Bharat Bond ETF, India's first-ever corporate bond 

exchange traded fund with a fixed maturity of 3 

years and 10 years, about fetched ₹12,400 crore 

from its debut offer. 

Bond ETF was a part of government's effort to 

deepen bond market. 



Sitharaman in her second budget on Saturday 

again emphasised on deepening of the market and 

announced new measures. 

Certain specified categories of Government 

securities would be opened fully for non-resident 

investors, apart from being available to domestic 

investors as well. 

The limit for FPI (foreign portfolio investor) in 

corporate bonds, currently at 9 per cent of 

outstanding stock, will be increased to 15% of the 

outstanding stock of corporate bonds. 



Bharat Bond ETF provides an additional source of 

funding for Central Public Sector Undertakings 

(CPSUs), Central Public Sector Enterprises (CPSEs), 

Central Public Financial Institutions (CPFIs) and 

other government organisations. 

It also provides a better opportunity to retail 

investors for participation in quality public sector 

bonds at an affordable cost. 
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 Do you know?  

Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge” 

So do gift share this lecture with your loved ones. Thanks  


