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Abstract
Finance Minister of Government of India presented the Union Budget on Ji FM’Z&EDE
financial year 2020-21. Soon afier 54 days, Prime Minister Mr. Narendra Modi declared
i ‘Lockdown® due to COVID-19 pandemic. As an effect of this, Indian cconomy: ‘started
turbulent phase. Again on 1* February 2021, budget was presented for the ﬁnmuiyw
| systematic ‘Un-Lockdown’ has already started by the government to revive the economy.
one year, everyone has experienced that whatever provisions were made in the: butlgetﬁﬂﬂwﬁlg' 4
2020-21, were collapsed and mismatched with the actual expenses due to ﬂlnﬂiﬂl
everyone was more curious about the government's plans for the mmg«rw than Im :
before the budget, the Prime Minister had said, "This budget will be the r puﬂ-bfﬂin olicies that
the govemment has announced from time to time during the COVID-19 perLud.




demic, COVID-19, Chalera, Strain.
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'COVID-19 (Corona) outbreaks in India
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76 anderstand what happened with the Indian Economy with reference to the Budgets, first we ne

o understand two concepts: ¢

: I} Balance of trade and Balance of payment, & o -

-ﬁMﬁ:ﬁci& : o ;
- 24l

'The.lllu.-.cafrc-ﬁk the balance of imports and exports of goods. If imparts are high and ex

are low, there is a deficit in the balance of trade, and if the opposite is the case, Mt%uuqﬂm’ﬂh~ .

! Kﬂﬂﬂuq,fmmm is the balance of inflows and outflows of forcign currency. mﬂwﬂﬂm S

the balance of trade, the balance in the balance of payments can be recovered by using foreign cumeney

fﬁiﬂlﬁlﬂwedfnrvanmstmm Fﬂrw’fmhmg“wm'www '

,mﬂmmummmuym&mpmﬂwﬁﬂﬁﬁm“””w’m '

Lets sec what the Fiscal deficit is. If the government spends more than it cart
;mﬂhwmmwmmﬂlﬁﬁ_mﬂg-, [



Comparison of the Economic Situations of 1991 and 2021: |
Now that these concepts have been realized, let us compare the budgets of 1991 & 2021, The early

. wwlhﬂlh was time to sbandon the posi-independence policies of the mmm |
— B A b

1980s were marked by the Iranian revolution, the rise in oil prices, and the 1979 drought. As 4 result,
both India’s imports and its value increased significantly. It also resulted in the widening balance of

trade deficit. Even the foreign sid - due to the drought - were not enough to cover the shortfall.

But in the mid-1980s, political instability in Assam intensified and if affects and reduces the supply of

Ppetroleum from Assam. As a result, Petroleum imports increased. At the same time, the influx of
foreign currency from indian nutionals in the Gulf started decreasing, Therefore, it was necessary to
use the government's foreign exchange reserves to address the deficit in balanee of trade. As n result,
the government's foreign exchange reserves began to decline.

‘While these problems are mncreasing, on the other hand, the 7th Finance Commission has increased the
share of state governments in the amount of taxes without changing the responsibilities of the central
government. As a result this, the income of the central govermment was reduced, The government had
adopied a policy of subsidizing fertilizers on large scale 10 help farmers afier the drought, For all
these reasons, the central government's fiscal deficit had widened, At that time, the minimum personal

income tax rate in India was 20% and the maximum was 50%. Therefore, it was impossible to cover

the fiscal deficit by raising taxes. So the government used short-term loans to cover the deficit. Bult at

the same time, the political and social climate in India has started experiencing the turbulences. This
;I::l'_ﬂll.ﬂ' a negative impact in International affairs and the International rating agencies downgraded

India. This made it difficult for India 1o raise Joans. Even the loans they were getting, were also getting

at higher interest rates. Which further widened the fiscal deficit

Thus, while the imbalance between the balance of trade and the balance of puyments has led toa
broke out and the prices of petroleum drastically increased and borrowing were-cut off. The level of!
foreign exchange with the government was so low that it was only possible (o pay the itupdltbllll'#

two weeks. There was a fear that the Indian government would lose the repayment of ts. onal




twok out longterm louns from the

these loans, so new policies were announced, License method :Fﬁ?kgw;mmww
were significantly reduced. As a result, restrictions on the import of new lndimn'logiﬁ mimndllnujl'hm
were lifted to prevent a possible setback for Indian industries Fmig:n investment in Indian mmmh;
was allowed and a policy ol divesting government sector organizations was impleﬁ:mtﬂﬁ. I 'II'II

assured that the Indian software sector would remain attractive 1o the
. / world by extendi
and extending its tenure. y extending i breaks

at that time changed an era in the Indign econ |

. : omy. Govemmen
Worlr:! Bank by mnmmg gold from the: country. It doesn't :
more important that how you repiy that loan. As per old

Prior 1o 1991, tax rates were an important part of the budget for the Indian middle class. Therefore,
the importance of many provisions in this epoch-making budget was not realized by the middle class,
The middle class minds were driven by the people who criticized these new policies. This was the
reason that the Indian Middle class would not realize the benefits of these new structures and policies.
Soon later this, various foreign-made vehicles have become available in Indin and the loan to huj' these
vehicles also made casy. Difficulties in getting home loans for houses have been removed, the service
sector has taken off. In the middic class Indian families, the starting monthly income of a son / daughter
of the family has become more than the monthly incame of thetr lather at his retirement. New sectors.
like — entertainment, travel & tourism, aviation ete. has evolved.

As compare 10 the budget of 1991, looking at the first budget post COVID-1 9 situation (Union Budget
2021), it is clearly observe that the pre-budget investment policy is now well established, The price of
domestic petrol-dicsel is linked to the international market, Still while the central government is filling
its reserves by levying extra taxes instead of pussing on the benefits of falling global oil prices o
consumers. the vocal middle class is ignoring it surprisingly. Although the CAA and the NRC huve
caused chaos in Assam, its nature 15 not as violent as it was in the 1980s. (‘_"’“?mc-'m S
have record production and adequate stocks of food grins. Adtax systent like GSTis oip?ﬂ:ﬁ ta '[:-.ll‘i!
transparency and coherenee in tax collection. Duc fo declining impons during Corona P'_‘“ S, hu:
is stable on the basis of balance of rade and balance u{ payment. Pemand for foreign Eﬂmf
fallen Ehﬂfplf as pm'plﬂ have EtﬂFPEd ZOME abroad and mpoTs have fallen considernbly, As 8 {

foreign exchange reserves have peaked-

hy the potential risk of NPAs and
; \FieS aro world have begun

! o the runway. Countries around the WorIG VS 58
e ictions on imports (© 15:: ﬁir econanties. Like the Gulf War of Iﬂﬂﬁ_lﬁ; Corona,
g ctes o 0 25 LS,y e e ot
| While the Indian 0V muncnt bas spenta lot of meney &% heaftheare mﬂ:ﬂ{““ﬂ“l itk
had an impact s ymport bil, Bul the fiscal & A iy T

tax colleet duﬁmmcmw#ﬂ
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