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Budget
underestimates
taxes for FY21
and FY22

The actual tax collection in FY21 could be of about
%21.25 lakh crore. This will have an impact on the
budgeted estimates (BE) for the next fiscal year. BE
FY22 gross tax revenue (GTR) is pegged at ¥22.17
lakh crore, an increase of about 17% over RE FY21
GTR. Assuming the actual GTR in FY21 to be ¥21.25
lakh crore, the increase in BE FY22 GTR over RE
FY21 GTR stands at a mere 4%
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HE FINANCE MINISTER
appears to have been conserv-
ativeinestimating the Centre’s
Gross Tax Revenue (GTR) col-
lectionsforFY21and FY22.The
Budget Estimates (BE) of the FY21 GTR
was ¥24.23 lakh crore, and was revised
downwards to Y19 lakh crorein the FY22
Budget. This Revised Estimate (RE) for
FY21 is lower than the actual GTR of
%20.101akh crore collected in FY20.

The Centre collected about 80% of the
REFY21 GTRbetweenApril 2020 and Jan-
uary2021,ascompared to 71% of REFY20
GTR between April 2019 and January
2020.The FY21 GTR collected up to Janu-
ary 2021is ¥15.15 lakh crore, marginally
lower than ¥15.31 lakh crore collected up
toJanuary 2020.Theactual GTR collection
in February and March 2020 was 34.79
lakh crore whereas the GTR to be collected
in Februaryand March 2021is ¥3.85 lakh
croreif REFY21 is to be met (see graphic).

AGTRofZ3.32]akh crorewas collected
inMarch 2020, despite beingabad month
for tax collection. The GTR collected in
FY20 was 7% lower than the RE20. This
was primarily due totapering down of eco-
nomicactivityand the transition to Bharat
Stage VIby the auto industry,which forms
about 49% of the manufacturing indus-
try. The tax collection in the months of

The tax maths
FY 2019-20

Collections
(Apr '19 -
Jan '20) estimates

Revised Actual
estimates Collections

(in T crore)

February and March, and the percentage
this is of actual tax collection in FY18,
FY19 and FY20are given in the accompa-
nying graphic.

From this data, it is apparent that the
amount of taxes tobe collected during the
months of Februaryand Mar 2021 tomeet
the RE FY21 is lower than the amounts
collected in February and March of the
previous fiscal years. Corporate profits for
the September 2020 quarterwereatanall-
time high, which was subsequently sur-
passed by higher corporate profits in the
December 2020 quarter.Thisisevidenced
by the highest corporate tax collection, in
December2020atX1.27lakh crore.Thisis
57% higherthan the corporate tax collec-
tion of 30.81 lakh crore in December
2019. The income tax collected during
October-December 2020 was ¥1.31 lakh
crore compared to ¥1.05 lakh crore in
October-December 2019.The corporate
tax and income tax collected in the
December quarter of FY21 is 30% higher
than the amount collected in the Decem-
ber quarter of FY20!

In the case of GST, the government has
collected about 88% of the RE by January
2021, as compared to 81% of the REFY20
GST collected up to January 2020. The
gross GST revenue collected in February
2021 is ¥1.13 lakh crore, 7% higher than
the GST revenues of February 2020.The
GSTcollectionsin February 2021 exceeded
%1 lakh crore for the fifth consecutive
month,and crossed ¥1.1 lakh crore for the
third timeinarow post the pandemic,sup-
portedbyeconomicrecoveryandimproved
compliance. Since the February 2021 col-
lectionisalreadyhigh,we estimate the col-
lectionsin Februaryand March 2021 tobe
about¥1lakhcrore,exceedingthe REFY21
GSTbyabout 40,000 crore.

The monthly GTR, over the four
months from October 2020 to January
2021, is higher than that for the corre-
sponding period in FY20 by an average of
27%. Applying the average increase of
27%, the total GTR during Feb and Mar
2021 could be about ¥6.08 lakh crore,
resulting in an increase in GTR collection
over REFY21 by ¥2.25 lakh crore. Conse-
quently, actual tax collection in FY21
could beabout ¥21.25 lakh crore.

The higher tax collection during this
yearwill have an impact on the BE for the
nextyear.TheBEFY22 GTRis¥22.171akh
crore, an increase of about 17% over RE
FY21 GTR.Assuming the actual GTR in
FY21tobe21.25lakhcrore,theincrease
inBEFY22 GTRover REFY21 GTRmaybe
only4%.Thenominal GDP growth rate for
FY22 isestimated tobe 15%.The GTR for
FY22 could increase to ¥24.44 lakh crore
if we factor in the nominal GDP growth
rateontheactual GTR collection thisyear.

Increased economic activity would
bringin more taxes this fiscaland thenext.
The government should use the extra tax
collection this year to pay GST dues to
states,and repayall pending GST,corporate
and individual tax refunds to taxpayers till
atleast February 2021,sothat therewillbe
no overhang of past refunds in the next
year. The government should settle all
incentives for exports, full subsidy claims
andbacklog of spendingforinfrastructure
and defencesothat it can start the newfis-
calyearonacleanslate.It should continue
the borrowing programme announced in
Budget FY22 and not cut it down. Thiswill
improve the qualityof government-spend-
ingnextyearand impact growth positively.

FY 2020-21

Collections

(Apr '20 -
Jan '21) (Feb & Mar '21)

Revised

Gross tax revenue 21,63,423 20,10,059| 15,30,900 | 19,00,280  15,15,100 3,85,180
Corporation Tax_ 6,10,500  5,56,876 3,93,200 | 446,000 3,34,500] 1,11,500
Taxes onincome 559,500 492,654 352,400 | 4,59,000 3,33,200 1,25,800
Direct taxes 11,7000 1049530 745600 9,05000 6,67,700] 2,37,300
GST 612327 598749| 497,800 515100 4,55,200 59,900

4,78,941

3,85,150 |

Gross tax revenue  4,63,163 5,18,082| 25%

Corporation tax 1,81,631| 32% | 2,08,883 31%] 1,63,627| 29% 1,11,500& 25%
Taxes onincome 119,906 28% | 1,31,992 28%} 1,27,914 26% 1,25,800[ 27%
GST 88,071| 20% | 1,05236| 18% | 1,01,051] 17% 59,900 | 12%




