NATIONAL HUMAN RIGHTS COMMISSION OF INDIA 

NHRC India response to the questionnaire from UN Special Rapporteur on Extreme Poverty & Human Rights on the Human Rights Impact of fiscal and tax policy

· The policy of Government of India in recent years has been to provide more resources for realizing economic and social rights for the people of the country.  This is evident from the fact that expenditure on social services by Central and State Governments combined as percentage of their total expenditure has increased from 22.4 per cent in 2007-08 to 25.1 per cent in 2012-13 (Budget Estimates).  Of these, education expenditure has increased from 9.8  per cent to 11.7 per cent.  However, health expenditure has remained constant at around 4.8 per cent during these years. There is, therefore, scope of improvement in making available more resources towards these sectors.  

· In general, the tax regime is progressive though there may be doubts regarding the extent to which it is so.  Higher income slabs are taxed at higher rates starting from 10 per cent and raising gradually to 20 per cent and then reaching 30 per cent for the income level of above Rs.10,00,000/-. However, there is still scope where the richest top echelons of society could be taxed at higher rates.  But, the Government may not be doing so as it apprehends that it will be a disincentive to wealth creation by industrialists. This may in turn have a negative impact on growth, which is an important objective of the Government.  It is also relevant that growth has a positive correlation with employment opportunities. 

· Gross tax revenue of the country as a percentage of GDP was 11.9 per cent in 2007-08 and it was 10.2 per cent in 2010-11.  Direct taxes as a percentage of GDP were 5.9 per cent and 5.6 per cent respectively.   Government has implemented some of the social welfare programmes like provision of universal elementary education through levying of additional cess over and above the income tax.  

· Government has also been providing several benefits to women tax payers as well as senior citizens by having in place higher income levels for them before they are required to pay the tax.  State and local governments have also been giving incentives to women property owners in the rates of property tax charged from them.

· The Finance Minister holds meetings with several interested groups to seek their views including representatives of NGOs before finalizing yearly budgets in which tax proposals are included. 

· In indirect taxation, tax increases are generally made on luxury items and tax cuts are made on items of mass consumptions.  

· State Governments have been generally avoiding levying user charges on services such as health, education, water, electricity etc. which could cover the cost of these services as a result of which they have been going into deficit budgets.  Fiscal experts have been advising them to levy appropriate user charges. 

· Federal Government has been providing subsidies like those on food, kerosene and cooking gas in the form of lower prices, so that the interests of economically poor segments of society are protected.  However, on the advice of fiscal experts, Government is moving away from these subsidies to direct cash transfers to poor.

· The Government has also introduced the concept of gender budgeting and child budgeting and different Government departments as well as State Governments have to carry out gender budgeting in their respective budgets.  This not only reflects the share of women and children related programmes in overall expenditure but also the importance which both segments receive in the overall policies and programmes of the Government.

· Corporation tax revenue as a percentage of gross tax revenue was 32.5 percent and it was 3.9 percent of GDP in 2007-08.  In 2012-13 (Budget Estimates), the corresponding figures were 34.6 percent and 3.7 percent.  During this period, gross tax revenue decreased from 11.9 percent of GDP in 2007-08 to 10.7 percent of GDP in 2012-13 (B.E.).
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