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SHRI ARUN JAITLEY: Sir, the Bill was passed last year and this is going to be the
first year when this is going to be implemented. As I said, we will, certainly, look into
the entire mechanism. But only mentioning that I have spent is not enough; this has to
be and will be a necessary part of the auditing, and, hence, of the annual returns that a
company files and the regulating Department will, certainly, go into that question. It is
because it is based on a principle that it is only profit-making companies which have to
pay. And, therefore those who earn from the society, this is ‘pay back time’ for them,
and, certainly, a scrutiny that people are paying back, or, at least, the reasons that they
mentioned for not having paid back are plausible reasons or not, the Department will

certainly look into a mechanism to check this.
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Rising fiscal deficit

1*22. SHRI RAMDAS ATHAWALE: Will the Minister of FINANCE be pleased
to state:

(a) the details of the fiscal deficit of the country during the past three years till date;
(b) the reasons for continuous increase of fiscal deficit;

(c) the steps taken so far or proposed to be taken by the Central Government to

reduce the fiscal deficit; and

(d) whether the Central Government has received any request or directions from
international financial institutions including International Monetary Fund (IMF) for

reducing fiscal deficit and to mitigate monetary crisis during the said period?

THE MINISTER OF FINANCE (SHRI ARUN JAITLEY): (a) to (d) A Statement
is placed on the Table of the House.

Statement

(a) The details of the country’s Fiscal Deficit during past three years and in the

current year till date are as below:

Year Fiscal Deficit (in X crore) Fiscal Deficit (% of GDP)
2011-12 5,15,990 5.8
2012-13# 4,90,597 4.9
2013-14@ 5,08,149 4.5

#Provisional actuals @ Provisional

+Original notice of the question was received in Hindi.
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The level of Fiscal Deficit during current year i.e. 2014-15, up to May, 2014 is
% 2,40,837 crore which is 45.6 % of BE 2014-15.

(b) As seen from (a) above, the fiscal deficit is showing declining trend during past

three years.

(¢) To reduce fiscal deficit below desirable level and to improve macroeconomic
environment, the Government has taken various measures for rationalization of
expenditure and optimization of available resources. Government has adopted roadmap
for fiscal consolidation following amendment to the FRBM Act. Despite several
challenges; Government has been steadfast in policy of fiscal rectitude. In the Medium-
term Framework, the reduction in fiscal deficit has been designed with a judicious mix
of reduction in total expenditure as percentage of GDP and improvement in gross tax

revenue as percentage of GDP.

(d) No, Sir. International financial institutions, such as IMF, only provide their
assessment on a country’s fiscal deficit and other parameters. IMF does this primarily
through Article IV consultation which is an instrument of bilateral surveillance as per

the Articles of Agreement of IMF, of which India is also a member.
MR. CHAIRMAN: The questioner is absent. Any supplementary? Yes, Mr. Rajeeve.

SHRI P. RAJEEVE: Sir, as per the reply, the fiscal deficit is in a serious situation.
It is X 5,08,149 crore. Sir, as per the statistics submitted in this House, the default
collection of assessed tax is ¥ 5.10 lakh crore. In the last Budget document, the default
in collection of assessed Direct Tax is ¥ 5.10 lakh crore. Out of this, Sir, ¥ 75,000
crore is undisputed tax. The uncollected tax, i.e., ¥ 5.10 lakh crore is above the fiscal
deficit. In addition to this, the revenue forgone, as per the reply given to me in this
august House in the last Session, is ¥ 5.29 lakh crore, which is, again, above the fiscal
deficit. If you add these two, the revenue forgone plus the uncollected tax, it is more
than X 10.39 lakh crore. It is ¥ 10.39 lakh crore. I would like to know from the Minister
whether you are ready to change your policies and take strong action to collect the taxes
and revisit the revenue forgone, i.e., exemptions given to the corporate. Are you ready

to revisit these policies?

SHRI ARUN JAITLEY: Sir, when we get to the debate in the course of this Session,
I think, the question of various revenue proposals of the Government will be gone into
in detail. But whether we want to be a ‘very high tax society’ or otherwise is a question
which will be a part of the policy of the Government. Now, revenue forgone is not a
factor which is taken into consideration when fiscal deficit is calculated. Revenue forgone
does not mean that at its whims and fancies — because this question has been raised

earlier also — a Government decides not to charge some people revenue. But there
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are industries to which legitimate exemptions are given. There are citizens to whom
exemptions are given. Supposing senior citizens are given an exemption. Now do you
want us to remove those exemptions and ask them to pay more and then say that this is
revenue forgone? Now, all kinds of exemptions which are given under the Income Tax
Act are given to incentivize a particular industry. Recently, when manufacturing growth
for two years has fallen flat, the interim Budget granted exemption to the manufacturing
industry. I have continued that exemption further. Now is that revenue forgone or is
that an attempt to give a fillip to the industry? So, it is not a case where favoritism is

shown and that you are not collecting legitimate cases.

As far as your other point is concerned about people from whom taxes are due and
not collected, we certainly will intensify that action and I am one with you that those

are the people to whom no laxity has to be shown.

SHRI ANAND SHARMA: Sir, the hon. Finance Minister, in his reply, has given the
details on fiscal deficit. It is, Sir, very reassuring that the Minister’s reply confirms a fact
that the fiscal deficit of the country has been consistently going down for the last three
years after the amendment of the FRBM Act and there is better revenue mobilization,
collection of taxes and judicious mix of expenditure and revenue collection. This means
that unnecessary, non-essential expenditure has been brought down in the last three years
and tax collection is better. I was listening carefully to the Finance Minister’s reply on
the revenue forgone. On that, we are on the same page. I entirely agree that there are
certain exemptions which had to be given. But I would like to know from the Minister,
conscious of the fact that there are many intentions, initiatives and policy decisions that
he and the Government will make in the coming days, which cannot be revealed today,
do you propose to continue with the policy of fiscal rectitude to bring down the fiscal
deficit, as has been done? Also, there are numbers given — 4.5 per cent of the GDP
coming down from 5.8 per cent; what would be your fair expectation, a manageable

deficit, for the current year?

SHRI ARUN JAITLEY: Sir, the hon. Member has raised a number of points.
He is very well aware that there are facts which are going to be disclosed in the
General Budget. I would only request my friend to wait for another 48 hours when the
Government makes its fiscal deficit projections clear during that presentation. I would
like to, not join issue but substantially agree, with him on one point. He is right when
he says that fiscal prudence is required. If our fiscal deficit goes out of control, all that
it means is, we are borrowing more and more in order to finance the current expenditure.
So, if we are borrowing more in order to finance the current expenditure, we are spending
beyond our means. If we are spending beyond our means, we are going to leave behind

a legacy of debt, as far as the present policy makers from all States in this House are
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concerned. Therefore, fiscal deficit has to be maintained at an acceptable level. And, the
current acceptable level, which is by the FRBM Act, is that you have to move towards
three per cent. Currently, the States are doing better than the Centre. Their fiscal deficit is
a little less, collectively; for some States it has gone out of control. But all that I would
like to say is that I would personally have been happier if the containment of fiscal
deficit takes place by expansion of the economy, by greater tax buoyancy, by greater
tax collection, rather than by contracting expenditure. Therefore, you can control fiscal
deficit by either collecting more revenues or by spending less. When you spend less,
you also tend to contract the expenditure and the economy. Therefore, we will have to
have a judicious mix of expenditure as well as revenue collections. But, at the same
time, we would always try to balance it, except under extreme circumstances, just as
when the 2008-09 global slowdown took place when we had to put fiscal deficit behind
us and come out with an economic stimulus. These are circumstances where the fiscal

deficit itself will rise.

SHRI SUKHENDU SEKHAR ROY: Sir, in the context of the reply given by
the Minister stating inter alia that the Government has taken various measures for
rationalization of expenditure, my question is whether as a part of measures taken by
the Government to reduce fiscal deficit the Government has also resorted to deferring
the income tax refund for years together, as otherwise, why have payment of Income

Tax refund become alarmingly irregular?

SHRI ARUN JAITLEY: Sir, what the hon. Member is mentioning is an issue which
has been legitimately raised by several people — whether deferment of refunds itself
is one of the factors which is taken into account while maintaining a particular figure.
Now, without going into the details of that purpose, we are trying to ensure that those
who are supposed to pay tax must pay tax and those who are entitled to refunds must
get refunds. Otherwise, a fair tax system in the country cannot function. My learned
friend has asked whether refunds are there. Certainly, there are refunds which are
due. Particularly, under the TDS system, round the year people are entitled to refunds.
Therefore, we are looking into that question and the process of refunding, whatever is

due to the tax payer, is also being taken into consideration.

SHRI SUKHENDU SEKHAR ROY: Sir, my question was altogether different. I had
categorically asked whether the deferment of Income Tax refunds relates to containing

fiscal deficit or not. That was my question. That was my question.

SHRI ARUN JAITLEY: At any given point of time, there would be refunds due
and, therefore, those refunds due at that time will not be taken into consideration. What

is available with the Government will be taken into consideration while calculating the
fiscal deficit.



