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ABSTRACT

In this essay, | essentially discuss about the Union Budget for the financial year 2024-2025 which
was released by the Finance Minister Nirmala Sitharaman. A budget is like an economic portfolio
for a particular country and acts as a checkbook where a systematic report of taxes, imports, exports
as well as financial allocation to different sectors is recorded. With this being BJP and NDA led
alliance government’s third term, we surely get to see some interesting facts and results in budget
2024. The citizens of the country, even the stock markets seemed to have higher expectations from
the budget with a hope of decreasing the tax burden by some margin. After the voter turnout result
of Lok Sabha elections 2024, it was clear that the public was angry with the Bharatiya Janta Party
due to various issues like that of economic disparity, unemployment, inadequate allocation to some
select sectors etc. This year, the government identified nine priority sectors to encourage more
employment, investment and improve the market sentiment in the country. All in all, the budget
proved to be a mixed bag of sorts, however, there were some focus points that were missed by the
government. The union budget was a great opportunity for the government to reclaim the trust of
the people, however, it seemed to have benefitted some select sectors once again. In this essay, |
talk about the above-mentioned important concepts, main economic pain points and ways in which
the government could have improved. This essay has clearly assessed the positives and negatives
of the union budget, its comparison with the interim budget, the pretext for its build up and how
the government should move forward on this economic chessboard to ensure more economic

prosperity and holistic socio-economic development for the people.



Budget: The What, Why and How?

Budget. A very common word with very common functions. On a micro level, it is used by every
household to keep a check on expenses and savings over a specific period of time however, on a
macro level, it has many more objectives than just calculations. A country’s fiscal deficit, foreign
direct investments, imports, exports, organizational handling and most of all, economic future and

gains and losses are determined by this macro level budget.

Think of it as a large checkbook, where there are various tables made for money allocation in
different sectors, export and import policies, tax accounts, foreign direct investments, market
evaluation tools- literally everything. Due to the enormous functions this checkbook performs, it
is crucial to maintain it, keep it flexible according to the socio-economic needs of its people and
the country as a whole. Budget 2024 released by the newly elected Government of India shows us
the real picture of the country. Whether it proves to be beneficial or detrimental for India will be

further assessed through this essay.

Election 2024: Budget Prerequisite

The 2024 Lok Sabha elections were probably the most awaited political event this year. With over
a billion eligible voters, 545 constituencies, logistical challenges and massive media coverage,
Indian elections were the largest elections held in the world. Many predictions were made, with
the Bhartiya Janta Party (BJP), which had been in power since the last two electoral terms with the
National Democratic Alliance (NDA) making claims that they were going to win with surplus
majority this time as well just like back in the years 2014 and 2019. However, with the voter
turnout results, it was clear that this was not the case. This year we saw the INDI Alliance not far
behind the NDA. It was a close competition, a rare phenomenon that can be seen in the Indian
elections in the past ten years. The turnout clearly suggests people’s dissatisfaction regarding some

pressing issues like unemployment, hike in taxes and deteriorating facilities.

In such conditions, Finance Minister Nirmala Sitharaman presented her seventh straight budget on

July 23, 2024, for the fiscal year 2024-2025 surpassing the record of the former Prime Minister



Morarji Desai. Suffice to say, the release of the new budget would show if the government has
learnt from its previous mistakes and has embraced the notion of welfare politics or not.

Key takeaways from Budget 2024

While presenting the budget, the finance minister said that the standard deduction for salaried
employees will be hiked up to Rs. 75,000 from the earlier Rs. 50,000 under the new income tax
regime for the financial year of 2025.

The union budget also identified nine sectors of priority that would create ample opportunities for
the people-

e Productivity and resilience in agriculture.

e Employment and Skilling.

e Inclusive Human Resource development and Social Justice.
e Manufacturing and service.

e Urban development.

e Energy Security.

e Infrastructure.

e Innovation.

e Research and development.

e Next Generation Reforms.

India funded projects in the near countries and abroad also received an increased allocation in the
Ministry of External affairs. Nepal was allocated Rs. 700 crores, Sri-Lanka has received around
Rs. 245 crores which is Rs. 95 crores more than previous year’s funding of Rs. 150 crores. Apart
from this, there has been an increased allocation to fund Indian Space Projects, revitalize the
agriculture sector by supporting marginalized farmers financially, announcement of Rs. 10 lakh
crore investment schemes for urban housing including central assistance of Rs. 2.2 lakh crore for
the next five years. All in all, most of the allocation is done into the Defense Ministry and the least
is into the social welfare and commerce and industry sector. For a welfare economy, we sure can

clearly see the irony.



Reactions of the Stock Market

A good budget is the one that fosters economic growth, improving investor sentiment, and
enhancing the overall business environment. However, on the basis of these parameters, the Union
Budget 2024 seems to be a mixed bag of sorts. One positive thing was the fiscal prudence where
the government decided to trim its fiscal deficit target. According to the FM, the fiscal deficit target
for FY25 would be at 4.9%, which is lower than the earlier proposed 5.1% projected in the Interim
Budget. However, here’s some bad news- there is no rise in capital expenditure this time.
According to some experts, if there was an increase in capital expenditure, it would have boosted
the market sentiment leading to more profits.

What is even worse is the intent to increase the capital gains taxes in order to generate more tax
revenues. According to V K Vijayakumar, chief of investment strategy at Geojit Financial
Services, "The increase in STCGs tax from 15 per cent to 20 per cent is sharp. The increase in
LTCGs tax from 10 per cent to 12.5 per cent is only marginal, particularly when seen from raising
the LTCGs tax exemption limit from 1 lakh to %1.25 lakh. The taxation of share buyback income
at the hands of the recipients also is a negative. Higher taxes on F&O were expected, and this is
being done to reduce the excessive speculative trade in the market.” This seems to be another major

blow to the stock market sentiment and will lead to long term problems.

Lessons that need to be learnt by the new government

On one hand, the BJP and NDA led Indian Government has tried its best to embrace the tradition
of welfare politics but on the other hand, they have also had to make sure that their allies like the
Telugu Desam Party (TDP) and Janta Dal (United) are satisfied with the current budget. While the
idea of special status for both Andhra Pradesh and Bihar has not been conceded by the BJP, the
result has been seen in the Union Budget 2024. Both Bihar and Andhra Pradesh have had one of
the largest financial allocations in the budget. Had the BJP have had a surplus majority alone
without the support of the NDA and its other alliances just like back in 2014 and 2019, maybe the

economic prerogative would have been different.



The major reason that the BJP was on the verge of losing the elections and as a matter of fact is
now stuck in an alliance is only because of the problems the citizens of the country have been
facing- issues of inflation, unemployment, dissatisfaction of the farmers and the youth. In an effort
to curb this, the government decided to announce nine priority areas to take care of these issues as
stated above. For employment and skilling sector, many schemes have been announced like
training, internship but these are useless unless and until jobs are created for the youth. What’s
needed is increased focus on labour intensive areas rather than capital intensive areas. Allocation

of MNREGAS has not been increased which is going to be problematic.

As compared to the interim budget there has been no significant increase in the rural development,
the increase only averages up to 5.6% which is once again, just slightly above the percentage of
inflation in the last two years. What is shocking is that there has also been no major increase in
areas like education and health sectors. These sectors, due to their size create a large amount of
employment, however, the allocation to health is less than what was proposed in the Interim budget
and for education, it is only slightly higher than the previous year.

How does this affect the public?

Budget and the public economic sentiment go hand in hand. A poorly shaped budget will result in
an angry and dissatisfied public, thus, affecting major sectors of the economy on a macro level
while vice-versa is also true. A good budget would lead to a satisfied public and a major economic
boom in the various sectors of the country. A good budget provides us with an all-round and
holistic development of the country thus, also leading to an increase in Gross Domestic Sector
(GDP). As stated above, the Union Budget for the financial year 2024-2025 is a mix bag of sorts.

As stated above, less allocation to larger sectors proves to be detrimental for the public and the
society as a whole. In a country, where only a particular section of the population is fully educated,
and an average child from the Below Poverty Line (BPL) strata is barely able to gain access to
education, a blind eye has been blatantly turned towards this sector. The government wants to
focus on skill development, however without adequate awareness and education, one can neither

gain the required skills nor get employed and get a job.



In rural areas, they aim to put a large amount of money into the bank accounts of women to
empower them and to encourage and facilitate empowerment through education. However, instead
of this, the same amount of money could be used to set up small businesses in rural areas which
would have been women centric, further facilitating employment opportunities for women,

reducing their financial burden and helping them break the shackles of patriarchy.

Largest allocation to defense sector also has some negative effects. The country already has
advanced weaponry systems and defense alliances with major countries. Some of the extra money
that was allocated to defense could have been used in the health and education sector to improve
these sectors and their facilities. Instead, most of the tax that is being paid by the Indian taxpayers,
goes into defense. We indeed live in a hostile neighborhood in the contemporary era, however,
instead of blindly increasing the money for weaponry systems, we could go for collective defense
and deterrence methods, better alliances and mending of relationships through backchannel

diplomacy.

Conclusion: A missed opportunity

In conclusion, the Union Budget 2024 was a missed opportunity. “The Indian taxpayers are paying
taxes like England to get facilities like Somalia.” The government had a very good opportunity of
gaining the trust of the public back if the budget was slightly improved. Instead of spoon feeding
the sectors, indirect allocation and better use of the money of the taxpayers would’ve been a better
approach to this situation with an increased attention on the youth of the country. What the
government has done right now is looking for short term benefits instead of looking at the bigger
picture. This will have lasting effects on the socio-economic sector, and it can be said, that not all
effects are positive. If we are to make a “Viksit and atmanirbhar Bharat” by 2047, what we need
is the application of tax in the right ways and in the right sectors with market sentiment friendly
policies. Afterall, what is the use of the budget, and India being the fifth largest economy by
nominal GDP when there is no welfare growth in the country, no attention on the middle class, an

increasing gap between the rich and the poor along with an unemployed youth?
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