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Overview of Macro-Economic Aspects of 
Union Budget 2015-16

The Union Budget, being a manifest undergrowth of political dispensation, is a vision for macro-
economic policy promoting overall economic growth. Despite the global meltdown, the Indian 
economy was on a trajectory of growth and the year 2014-15 witnessed some key policy reforms aiming 
at surmounting the structural constraints in the economy. The Union budget should be taken as a 
broader economic and social agenda of the government. This year, the Union Budget has underlined 
five major challenges—agricultural incomes under stress, need for tremendous enhancement of 
infrastructural investment, declaration in manufacturing, maintaining fiscal disciplines, and likely 
resource crunch in view of providing more fiscal space to states by way of larger devolutions. The 
author in this article discusses how the Union Budget 2015-16 has addressed these macro-challenges 
to fulfil the growth urge of the national economy of India. Read on...
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year of 2014-15 has witnessed key policy reforms, 
aimed at adding growth revival and surmounting 
the structural constraints in the economy. The 
policy action has combined the needs of short 
term economic management with focus on taming 
inflation and external sector imbalances with a 
medium to long term vision for transformation 
and development, manifested in significant reforms 
aimed at rationalising administered pricing policies 
in petroleum and natural gas, stirring infrastructure 
development and de-bottlenecking the economy 
with initiatives to unshackle land acquisition for 
development. The growth agenda of the government 
has been tethered to the revival of manufacturing 
unleashed in the ‘make in India’ initiative. The 
Budget should be taken as a broader economic and 
social agenda for the government. 

Therefore, the Budget of 2015-16 has underlined 
five major challenges, namely, agricultural incomes 
are under stress, need for tremendous enhancement 

The Union Budget is an annual exercise in terms 
of presentation of annual financial statement, but 
it has a great macro-economic importance. It is 
not only a vision for macro-economic policy but 
an instrument of promoting the overall economic 
growth straightening the structure of the economy. 
Qualitative specifications are less important than 
quantitative proposals. The fact, however, remains 
that every budget is a manifest undergrowth of 
political dispensation. 

It is said that despite global slowdown, the Indian 
economy is on the trajectory of high growth. The 
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of infrastructural investment, declaration in 
manufacturing, maintaining fiscal disciplines, and 
likely resource crunch in view of providing more 
fiscal space to states by way of larger devolutions. 
Now the question arises as to how the budget has 
addressed these macro-challenges to fulfil the 
growth urge of the economy. 

The macro-economic problem faced by India 
in the last 25 years has been that in spite of higher 
growth, poverty, mal-nourishment, unemployment 
etc. have persisted. This is because the Government 
of all hues since 1991 have ignored the distribution 
of income. After the late 1990s, they have followed 
the strategy of ‘growth at any cost’ with all costs 
falling on the workers and environment. As the 
economic survey 2015 notes, the employment 
elasticity of production has been low across all 
sectors and further there has been a jobless growth 
in the organised sector of the economy.

(Arun Kumar, 2015, Mainstream)

Agriculture
India has witnessed a continuous fall in the share 
of agriculture in its GDP over more than a decade, 
without adding much from the manufacturing 
sector and this needs to be corrected. The Fall in 
agricultural share is not that worrisome, but we 
must increase the share of real sector. The budget 
of 2015-16 provides a support to micro-irrigation, 
watershed development and Pradhan Mantri Krishi 
Sinchai Yojana by providing R 5,300 crore. But this 
outlay is too little for such a vast area which is largely 
rain fed. An effort has been made for the creation 
of unified National Agricultural Market. But the 
problems of agriculture is varied and to be tackled 
differently. Though the target for agricultural credit 
during the year 2015-16 has been set at R8.5 lakh 
crore, but the progress in this areas has been tardy. 
The MGNREGA (Mahatma Gandhi National Rural 
Employment Guarantee Act) was considered to be a 

Fall in agricultural share is not that worrisome 
but we must increase the share of real sector. The 

budget of 2015-16 provides a support to micro-
irrigation, watershed development and Pradhan 

Mantri Krishi Sinchai Yojana, by providing R5,300 
crore. But this outlay is too little for such a vast area 
which is largely rain fed. An effort has been made for 
the creation of unified National Agricultural Market.
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supplement to the agricultural income, but found to 
have been wrought with multiple deficiencies. 

The much fanfare for the JAM (Jan Dhan Yojana, 
Aadhaar and mobile) trinity needs to be monitored 
in terms of its sustainability and pragmatism of the 
institutions involved in it. 

Infrastructure
One of the most important prerequisites of the 
growth was to have developed the infrastructure 
facilities. But this is one of the most seriously 
affected areas where things are much worse than 
meets the eye. The much talked about PPP model has 
not taken off properly. The proposed establishment 
of National Investment and Infrastructure Fund 
(NIIF) with an annual flow of R20,000 crore would 
be much below the overall required amount of 
investment in infrastructure sectors. Ports are 
grossly underutilised, roads are not only insufficient 
but inefficient also, power and energy are suffering 
from age old sclerosis, given the history of stalled 
and delayed projects. A huge backlog of projects 
needs to be addressed very urgently. 

Manufacturing Sector 
Despite the big hue and cry for high growth rate, 
the manufacturing sector has not performed well 
in India. Both savings and investment rates need to 
be substantially increased for ensuring high growth 
trajectory. Foreign Investments need to be further 
eased and streamlined. More so the ease of doing 
business has to be improved which is presently lacking 
in a big way. Reforms of very high order are needed 
in this regard. Not only the private investment rate 
needs to be improved by taking various measures, but 
public investment also needs to be increased across 
all sectors. The growing attitude of withdrawing of 
public investment from the social sector as well as 
from others, is a sure recipe for serious shortage of 
social overhead capital. We must have some realistic 
incentives for promoting savings into the economy 
in order to support investment rate. 

Fiscal consolidation 
There is a great need for ensuring fiscal discipline in 
the economy. Sheer number of fiscal/revenue deficit 
as a ratio of GDP is not of much help. Investment and 
expenditure productivity have to be ensured rather 
than the fiscal numbers. Over the last few years, the 
fiscal deficit numbers are achieved due to a cut in 
plan expenditures, which should be avoided. More 

and more emphasis needs to be put on direct taxes 
than indirect taxes. The Tax-GDP ratio has been 
quite stagnant over a period of time. The GST and 
direct-tax code must get the top priority which is 
being delayed. Various diversities in GST at the levels 
of state must be addressed. We are continuously 
shifting the effective date of GST. This time also, it 
is not sure that this will be made effective from April 
2016. 

Implementability and sustainability of the policy 
initiatives must be reflected in annual budgets 
more resolutely. A lot needs to be done on the front 
of personal taxation. Increasing the savings level 
without enhancing the level of income could turn 
out to be a non-starter. A simple lesson has to be 
understood that saving is the function of income 
and not otherwise. The virtue of savings has to be 
rationalised. Popular policy should get precedence 
over propulsion. Though services play a big role in 
the Indian economy, but real sector must develop. 
After all, who this service sector will serve for? 
Getting more and more in the domain of service 
tax may be a good idea from the point of view of tax 
collection, but it is likely to result in an ‘activity tax’ 
than ‘service tax’. Its cascade effects are likely to be 
far reaching, engulfing everything into it. It is also 
possible that finer prints of recommendations of 
Fourteenth Finance Commission may wake up the 
states at some later day exploding the fact of “more 
fiscal space to state”. 

But all these are not without their implications  
in the overall economy. A separate debate is  
needed for the judgement of statutory tax rate and 
effective tax rate. “Statement of Revenue Impact 
of the incentives under the Central Tax System” 
(previously known as “Statement of Revenue 
Foregone”) is a good reading to assess, study and to 
understand the collective tax base and the effective 
tax rates. 

A big question remains of subsidy. The whole 
question of subsidy has to be revisited not in terms 
of its quantum but in terms of its beneficiaries. The 
genuineness of beneficiaries is more important than 
its quantum. We must start thinking in terms of 
economics of subsidy rather than politics of subsidy. 
The later seems to rule the former. The whole 
question of ‘free’ pricing of fuel should be made 
more transparent and it carries no meaning unless 
the falling fuel prices are transparently passed on 
to the consumers. The state capitalism is as bad as 
crony capitalism. 
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