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DEFENCE BUDGET 2022-23: AN ANALYSIS 
 

The budget allotted to the Ministry of Defence (MoD) in Financial Year 2021-22 

is ₹ 5,25,166.15 crore, an increase of ₹ 46,970.53 crore/9.8 per cent, as compared 

to the previous year. The MoD capital allocation budget, which has increased by 

12.8 per cent, indicates an effort to align the capability enhancements of the 

defence forces with overall national focus and envisaged threat perceptions. 

 
  Finance Minister Nirmala Sitharaman presented the Union Budget 2022-23 

on 1February 2022. The Defence Budget1 allotted to the Ministry of Defence (MoD) 

in Financial Year 2021-22 is ₹ 5,25,166.15 crore, an increase of ₹ 46,970.53 crore as 

compared to the previous year.2 This amounts to an increase of 9.8 percent in 

allocation. The Union Budget 2022-23 envisages total outlay of ₹ 39,44,909.00 

crore, which is 13.25 percent higher than 2021-22.  

  The Budget 2022-23 reflects the firm commitment of the government to 

boost economic growth by investing in infrastructure development, with an increase 

in capital expenditure by 35.4 percent, i.e. by ₹1,96,610.00 crore, as compared to 

2021-22.3 The distribution of capital allocation within the MoD also indicates an 

effort to align defence forces’ efforts and capability enhancements with overall 

national focus and envisaged threat perceptions.The increase in defence budget is on 

expected lines but at 9.8 per cent increase, is lower than the 13.25 percent increase 

in overall outlay. Similarly, while the national capital expenditure has been hiked by 

35.4 percent, the MoD allotment has seen only 12.82 percent hike (see Table 1). 

Table 1: Budget Outlay and Defence Allocations 2022-23 (INR in crore) 
 

  BE 2021-22 BE 2022-23 

Percent 

increase 

Total Outlay 34,83,236.00 39,44,909.00 13.25 

Defence Outlay 4,78,195.62 5,25,166.15 9.82 

Total Capital 

Outlay 5,54,236.00 7,50,246.00 35.37 

Defence 

Capital Outlay 1,35,060.72 1,52,369.61 12.82 

 Source: ‘Budget at a Glance’ available on https://www.indiabudget.gov.in/ 
 

Overall Economic Scenario 
 

  The Economic Survey 2021-22 prepared by the Ministry of Finance lays out 
                                         
1 Allotment to the Ministry of Defence (MoD) in form of Grants No. 19, 20, 21 and 22 are considered as Defence Budget. It 

includes allocations for MoD (Civil), Defence Pensions, apart from Capital and Revenue allotments to Services. 
2 Calculations are based on ‘Budgetary Estimates’ of FY 2021-22 and 2022-23. 
3See ‘Budget at a Glance 2022-23’, Ministry of Finance, Government of India, at https://www.indiabudget.gov.in/(Accessed 7 

February 2022). 

https://www.indiabudget.gov.in/
https://www.indiabudget.gov.in/
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the current economic situation and likely challenges and opportunities for the 

economy in the coming financial year. As per the Economic Survey, despite the 

disruptions due to the COVID 19 pandemic in the last two years, macro-economic 

pointers suggest that the Indian economy is well poised to take-on the challenges of 

2022-23.  

  The Indian economy’s real GDP expansion for 2021-22 is likely to be 9.2 

percent and is expected to realise GDP growth of 8.0-8.5 percent in 2022-23. Also, 

the survey brings out that our economy is in a much better situation this time in 

comparison to the previous economic crisis of 2008 or the ‘taper tantrum’ episode of 

2013. All this highlights the inherent strength which our economy has gained in past 

two decades.  

  The biggest challenge envisaged for the economy in general is the rising 

inflation, fuelled by energy prices. While the Consumer Price Index (CPI) inflation 

in India has come down to 5.2 percent in between April-December 2021 from 6.6 

percent in the corresponding period of 2020, the Wholesale Price Inflation (WPI), 

however, has remained in double-digits.4 

Allocations to MoD  

  The overall budget for MoD is covered under four Demands for Grant, i.e. 

Demand No. 18, 19, 20 and 21. The distribution of allocated budget under different 

Demands for last two years is tabulated at Table 2. 

Table 2: Defence Budget 2021-22 and 2022-23 (INR in Cr) 

Demand No. 

BE 

2021-22 

RE 

2021-22 

BE 

2022-23 

Percent 

Increase 

(BE 21-22 to 

BE 22-23) 

Percent 

Increase 

(RE 21-22 to 

BE 22-23) 

No. 19 MoD 

(Civil) 15,257.34 17,587.41 20,100.00 31.74 14.28 

No. 20 Defence 

Services 

(Revenue) 2,12,027.56 2,29,567.23 2,33,000.54 9.89 1.49 

No. 21 Defence 

Services 

(Capital) 1,35,060.72 1,38,850.9 1,52,369.61 12.82 9.73 

No. 22 Defence 

Pensions 1,15,850.00 1,16,878.00 1,19,696.00 3.32 2.41 

MoD Total 4,78,195.62 5,02,883.54 5,25,166.15 9.82 4.43 

Source: Demands for Grants available on https://www.indiabudget.gov.in/ 

Note: BE – Budgetary Estimates; RE – Revised Estimates 
 

  Though, overall defence budget has increased by 9.82 percent in terms of 

                                         
4See ‘Economic Survey 2021-2022’, Department of Economic Affairs, Ministry of Finance, Government of India, at 

https://www.indiabudget.gov.in/economicsurvey/ (Accessed on 8 February 2022). 

https://www.indiabudget.gov.in/
https://www.indiabudget.gov.in/economicsurvey/
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increase in BE figures, when compared to RE of 2021-22, the hike is merely 4.43 

percent. This implies that the armed forces will be able to spend 4.43 percent 

more in 2022-23 as compared to their likely actual expenditure in 2021-22, 

which is just adequate to cater for the inflationary trend in expenditure.  

  The defence budget for 2022-23 accounts for 2.03 percent of our 

expected gross domestic product (GDP) as compared to 2.15 percent in 2021-22. 

The share of the defence budget stands at 13.3 percent of the total government 

expenditure, while it was at 13.73 percent in 2021-22. In the past few years, the 

share of money spent on defence forces as compared to overall money spent by 

the government has steadily gone down. While in 2016-17, out of every rupee 

spent by the government, approximately 10 paisa was spent on defence forces; 

the same has come down to 08 paisa in the last two budgets.  

Fig 1. Overview of Central Revenue and Expenditure: 2022-23 

 
Source: Press Information Bureau, at 

https://pib.gov.in/newsite/infographicss.aspx?mincode=15&Event_Code=8 
 

Share of Defence Services 

  Demand No. 20 and No. 21 cater for Defence Services requirements of 

Revenue and Capital expenditure respectively. While the Revenue Budget is 

expended on sustenance aspects, the Capital Budget allows for modernisation of 

https://pib.gov.in/newsite/infographicss.aspx?mincode=15&Event_Code=8
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Services.  

Table 3: Services Revenue Allocations 2021-22 and 2022-23 (INR in crore) 
 

Service / 

Department BE 21-22 RE 21-22 BE 22-23 

Percent Increase  

(BE 21-22 to BE 

22-23) 

Army 1,48,818.53 1,58,641.55 1,64,897.77 10.80 

Navy 23,360.68 23,925.91 25,406.42 8.76 

Airforce 30,652.53 34,283.02 32,873.46 7.25 

Ordnance 

Factories* 113.88 4,254.81 474.5 316.67 

R&D 9,081.94 8,461.94 9,348.39 2.93 

Total 2,12,027.56 2,29,567.23 2,33,000.54 9.89 
Source: Demands for Grants, at https://www.indiabudget.gov.in/ 

Note: Variations in allocation likely due to Corporatisation since October 2021 

 

Table 4: Services Capital Allocations 2021-22 and 2022-23 

 

Service / Department BE 21-22 RE 21-22 BE 22-23 

Percent Increase  

(BE 21-22 to BE 

22-23) 

Army 36,481.90 25,377.09 32,015.26 -12.24 

Navy 33,253.55 46,021.54 47,590.99 43.12 

Airforce 53,214.77 51,830.93 55,586.65 4.46 

Ordnance Factories 665.00 204.00 0 Nil allotment 

Emergency Authorisation 0 2,500.00 2,500.00 

New allotment 

for DPSUs 

R&D 11,375.50 9,875.50 11,981.81 5.33 

Inspection - DGQA 20.00 15.00 20.00 0.00 

Technology 

Development 50.00 1,383.84 1,364.90 2,629.80 

Investment in Public 

Enterprises 0 1,643.00 1,310.00 New allotment 
Source: Demands for Grants,at https://www.indiabudget.gov.in/ 

 

  The Army has been allotted the maximum share in the Revenue Budget due 

to its large manpower in comparison to other services. The bulk of this allocation 

goes into meeting the Pay and Allowances of the personnel. The allocations under 

Capital head to the respective services is a function of existing committed liabilities, 

likely contracts to be finalised and pace of expenditure of Services, as also the 

projections of Services, amongst other factors 

  Considering the RE 2021-22 figures, Indian Army would be able to spend 

only ₹25,377 crore (70 percent) out of its last year’s Capital allocation, while Indian 

https://www.indiabudget.gov.in/
https://www.indiabudget.gov.in/
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Navy is likely to spend ₹12,767 crore (38 percent) more than its allocations. 

Spending less than the allotted budget by the Army is a point of concern and needs 

to be looked at. The allocation of ₹2,500 crore as ‘Emergency Authorisation for 

Newly Created DPSUs’ and also ₹1,310 core as ‘Investment in Public Enterprises’ 

are first time (and hopefully one time) allotments.  

Significant Allocations 

Domestic Procurement 

  As per the budget speech, 68 per cent of the capital procurement budget will 

be earmarked for domestic industry in 2022-23, up from 58 percent in 2021-22. The 

aim of specifying the budget for domestic procurement by Defence Services is to 

showcase the government’s resolve to promote indigenous procurements and 

enhance Defence Industrial Base (DIB). The decision is well intended and aims at 

achieving self-sufficiency in the defence sector.  

  However, it needs to be realised that defence equipment for procurement is 

identified based on security needs of country. Any equipment which is a critical 

operational need is generally not denied despite being from any country of origin. 

Defence Acquisition Procedure (DAP) 2020 lays down the detailed procedure for 

Capital Procurements by Services and priority is given to products that are Made in 

India. Global procurements are the last priority for procurement and are required to 

be justified to the Defence Acquisition Council (DAC) headed by the Raksha 

Mantri.  

Defence R&D 

  In addition to the substantial capital budget earmarked for the Indian 

industry, in her Budget speech, the Finance Minister also announced an R&D 

budget of approximately ₹ 11,981 Cr, of which 25 percent is to be reserved for 

private industry, start-ups and academia. The aim is to encourage private industry to 

take up design and development of military platforms and equipment in 

collaboration with the DRDO and other organizations through Special Purpose 

Vehicle (SPV) model. Further, for enabling the Defence Industrial eco-system, 

iDEX (Innovations for Defence Excellence) and DTIS (Defence Testing 

Infrastructure Scheme) has been allocated ₹ 60 Cr and ₹ 23 Cr respectively in FY 

2022-23. The iDEX scheme aims to create an environment which nurtures 
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innovation and inspires technology development in defence by engaging R&D 

institutes, academia, industries, start-ups and even individual innovators. 

  In the past few years, various positive steps have been taken to encourage 

private industry to undertake defence R&D, which otherwise is considered to be a 

very risky proposition considering the high investment costs and higher chances of 

failure. Earmarking 25 percent of defence R&D budget for industry will further help 

in strengthening the R&D framework in India. However, the nitty-gritties of the 

same needs to be carefully worked out in detail for two reasons. Firstly, there are 

other such programs underway under the aegis of Department of Defence 

Production and Service Headquarters. There is a possibility of overlap and, 

therefore, a need to coordinate these efforts to draw optimal benefits from such 

initiatives. Also, the method of implementing SPV model in defence R&D needs to 

be approved at an appropriate level and not left to the DRDO which is a major 

stakeholder itself.  

Nodal Body for Testing and Certification 

  Under the Defence Testing Infrastructure Scheme (DTIS), the government 

endeavours to create contemporary testing infrastructure along with the private 

industry to boost domestic defence and aerospace manufacturing. An independent 

nodal umbrella body will be set up for meeting wide-ranging testing and 

certification requirements. The creation of such a nodal body for setting up testing 

and certification requirements for defence-related systems and platforms is likely to 

speed up processes and bring cost-efficiency into the system. 

Building Credible Maritime Force and Coastal Security 

  To meet the maritime security needs, the capital budget of the Indian Navy 

has been enhanced by 44.53 percent, with a total allocation of ₹ 46,323 crore in FY 

2022-23. Additionally, to boost Coastal Security, capital budget of the Indian Coast 

Guard has been enhanced by 60.24 percent to ₹ 4,246 crore as compared to ₹2,650 

crore in the previous financial year. This increase is aimed at building maritime 

assets and expanding infrastructure, as also establishing a coastal security network 

and building up technical & administrative support structures. As per the official 

press release of MoD, the increase is aimed at procurement of new platforms and 

bridging of critical capability gaps. 



8 
 

 

Modernisation of DPSUs 

  Towards hand holding of the newly created seven Defence Public Sector 

Undertakings (DPSUs), ₹ 1,310 crore has been earmarked for their planned 

modernisation. A sum of ₹ 2,500 crore has been set aside as Emergency 

Authorization Fund. Both these expenditures cumulatively add an additional burden 

of ₹ 3145 crore to the Defence Services outlay, as compared to the previous year’s 

total capital outgo for Ordnance Factories, which was just ₹ 665 crore. The 

allotment of this kind, which has happened for the first time, is hopefully a onetime 

exercise and will not become a drain on allocations to Defence Services, impeding 

their modernisation plans.  

Improvement in Infrastructure 

  The capital budget of the Border Roads Organisation (BRO) has been 

increased by 40 percent to ₹ 3,500 crore in FY 2022-23, vis-à-vis ₹ 2,500 crore in 

FY 2021-22. This is likely to expedite the development of border infrastructure, 

including the strategically important tunnels (Sela and Naechiphu), as also bridges 

on major river gaps. ₹ 173.03 crore has been provisioned under DGDEs Capital 

Budget, mainly with an aim to construct boundary posts/pillars and perimeter 

fencing of vast defence land around the country and prevent encroachment. It seems 

to be well thought out allocation and points to the efforts of the government to align 

the expenditure with overall national focus, while prioritising the defence 

expenditure as per the assessed capability gaps. 

Conclusion 

  As India faces myriad challenges with a more assertive China on one side 

and continuing irritable activities by Pakistan on the other, our defence forces need 

to prepare themselves for newer challenges, which come at a cost. In the recent 

times, yearly allocations for defence has been hovering close to 2 percent of GDP. 

An above average economic growth can provide for adequate budgetary allocations 

to the defence sector. In the Annual Financial Statement 2022, the Ministry of 

Finance noted that it has adopted an ‘agile’ approach to cater for extreme 

uncertainty prevailing in the global economy. This allows for constant monitoring 

and short-term policy responses to an evolving situation. Defence Budget 2022-23 
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indicates the government’s approach to maximise the returns on spending, given the 

economic challenges in the aftermath of the Covid pandemic. The overall aim is to 

develop an indigenous defence industry base and help achieve the objectives of 

‘Atmanirbhar Bharat’.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



DEFENCE BUDGET 2022-23: AN ANALYSIS 

 

The budget allotted to the Ministry of Defence (MoD) in Financial Year 2021-

22 is ₹ 5,25,166.15 crore, an increase of ₹ 46,970.53 crore/9.8 per cent, as 

compared to the previous year.The MoD capital allocation budget, which has 

increased by 12.8 per cent, indicates an effort to align the capability 

enhancements of the defence forces with overall national focus and envisaged 

threat perceptions. 

 

 Finance Minister Nirmala Sitharaman presented the Union Budget 2022-

23 on 1February 2022. The Defence Budget1 allotted to the Ministry of Defence 

(MoD) in Financial Year 2021-22 is ₹ 5,25,166.15 crore, an increase of ₹ 

46,970.53 crore as compared to the previous year.2 This amounts to an increase 

of 9.8 percent in allocation. The Union Budget 2022-23 envisages total outlay 

of ₹ 39,44,909.00 crore, which is 13.25 percent higher than 2021-22.  

 The Budget 2022-23 reflects the firm commitment of the government to 

boost economic growth by investing in infrastructure development, with an 

increase in capital expenditure by 35.4 percent, i.e. by ₹1,96,610.00 crore, as 

compared to 2021-22.3 The distribution of capital allocation within the MoD 

also indicates an effort to align defence forces’ efforts and capability 

enhancements with overall national focus and envisaged threat perceptions.The 

increase in defence budget is on expected lines but at 9.8 per cent increase, is 

lower than the 13.25 percent increase in overall outlay. Similarly, while the 

national capital expenditure has been hiked by 35.4 percent, the MoD allotment 

has seen only 12.82 percent hike (see Table 1). 

 

 

                                                             
1 Allotment to the Ministry of Defence (MoD) in form of Grants No. 19, 20, 21 and 22 are considered as 

Defence Budget. It includes allocations for MoD (Civil), Defence Pensions, apart from Capital and Revenue 

allotments to Services. 
2 Calculations are based on ‘Budgetary Estimates’ of FY 2021-22 and 2022-23. 
3See ‘Budget at a Glance 2022-23’, Ministry of Finance, Government of India, at 

https://www.indiabudget.gov.in/(Accessed 7 February 2022). 

https://www.indiabudget.gov.in/
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Table 1: Budget Outlay and Defence Allocations 2022-23 (INR in crore) 

  BE 2021-22 BE 2022-23 Percent increase 

Total Outlay 34,83,236.00 39,44,909.00 13.25 

Defence Outlay 4,78,195.62 5,25,166.15 9.82 

Total Capital Outlay 5,54,236.00 7,50,246.00 35.37 

Defence Capital Outlay 1,35,060.72 1,52,369.61 12.82 

Source: ‘Budget at a Glance’ available on https://www.indiabudget.gov.in/ 

Overall Economic Scenario 

 The Economic Survey 2021-22 prepared by the Ministry of Finance lays 

out the current economic situation and likely challenges and opportunities for 

the economy in the coming financial year. As per the Economic Survey, despite 

the disruptions due to the COVID 19 pandemic in the last two years, macro-

economic pointers suggest that the Indian economy is well poised to take-on the 

challenges of 2022-23.  

 The Indian economy’s real GDP expansion for 2021-22 is likely to be 9.2 

percent and is expected to realise GDP growth of 8.0-8.5 percent in 2022-23. 

Also, the survey brings out that our economy is in a much better situation this 

time in comparison to the previous economic crisis of 2008 or the ‘taper 

tantrum’ episode of 2013. All this highlights the inherent strength which our 

economy has gained in past two decades.  

 The biggest challenge envisaged for the economy in general is the rising 

inflation, fuelled by energy prices. While the Consumer Price Index (CPI) 

inflation in India has come down to 5.2 percent in between April-December 

2021 from 6.6 percent in the corresponding period of 2020, the Wholesale Price 

Inflation (WPI), however, has remained in double-digits.4 

 

                                                             
4See ‘Economic Survey 2021-2022’, Department of Economic Affairs, Ministry of Finance, Government of 

India, at https://www.indiabudget.gov.in/economicsurvey/ (Accessed on 8 February 2022). 

https://www.indiabudget.gov.in/
https://www.indiabudget.gov.in/economicsurvey/
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Allocations to MoD  

 The overall budget for MoD is covered under four Demands for Grant, 

i.e. Demand No. 18, 19, 20 and 21. The distribution of allocated budget under 

different Demands for last two years is tabulated at Table 2. 

Table 2: Defence Budget 2021-22 and 2022-23 (INR in Cr) 

Demand 

No. 

BE 

2021-22 

RE  

2021-22 

BE  

2022-23 

Percent 

Increase 

(BE 21-22 

to BE 22-

23) 

Percent 

Increase 

 (RE 21-22 

to BE 22-

23) 

No. 19 

MoD (Civil) 15,257.34 17,587.41 20,100.00 31.74 14.28 

No. 20 

Defence 

Services 

(Revenue) 2,12,027.56 2,29,567.23 2,33,000.54 9.89 1.49 

No. 21 

Defence 

Services 

(Capital) 1,35,060.72 1,38,850.9 1,52,369.61 12.82 9.73 

No. 22 

Defence 

Pensions 1,15,850.00 1,16,878.00 1,19,696.00 3.32 2.41 

      MoD Total 4,78,195.62 5,02,883.54 5,25,166.15 9.82 4.43 

Source: Demands for Grants available on https://www.indiabudget.gov.in/ 

Note: BE – Budgetary Estimates; RE – Revised Estimates 

 Though, overall defence budget has increased by 9.82 percent in terms of 

increase in BE figures, when compared to RE of 2021-22, the hike is merely 

4.43 percent. This implies that the armed forces will be able to spend 4.43 

percent more in 2022-23 as compared to their likely actual expenditure in 2021-

22, which is just adequate to cater for the inflationary trend in expenditure.  

 The defence budget for 2022-23 accounts for 2.03 percent of our 

expected gross domestic product (GDP) as compared to 2.15 percent in 2021-

22. The share of the defence budget stands at 13.3 percent of the total 

https://www.indiabudget.gov.in/


4 
 

government expenditure, while it was at 13.73 percent in 2021-22. In the past 

few years, the share of money spent on defence forces as compared to overall 

money spent by the government has steadily gone down. While in 2016-17, out 

of every rupee spent by the government, approximately 10 paisa was spent on 

defence forces; the same has come down to 08 paisa in the last two budgets.  

Fig 1. Overview of Central Revenue and Expenditure: 2022-23 

 
Source: Press Information Bureau, at 

https://pib.gov.in/newsite/infographicss.aspx?mincode=15&Event_Code=8 

 

Share of Defence Services 

 Demand No. 20 and No. 21 cater for Defence Services requirements of 

Revenue and Capital expenditure respectively. While the Revenue Budget is 

expended on sustenance aspects, the Capital Budget allows for modernisation of 

Services.  

 

 

https://pib.gov.in/newsite/infographicss.aspx?mincode=15&Event_Code=8
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Table 3: Services Revenue Allocations 2021-22 and 2022-23 (INR in crore) 

Service / 

Department BE 21-22 RE 21-22 BE 22-23 

Percent Increase  

(BE 21-22 to BE 

22-23) 

Army 1,48,818.53 1,58,641.55 1,64,897.77 10.80 

Navy 23,360.68 23,925.91 25,406.42 8.76 

Airforce 30,652.53 34,283.02 32,873.46 7.25 

Ordnance 

Factories* 113.88 4,254.81 474.5 316.67 

R&D 9,081.94 8,461.94 9,348.39 2.93 

Total 2,12,027.56 2,29,567.23 2,33,000.54 9.89 

Source: Demands for Grants, at https://www.indiabudget.gov.in/ 

Note: Variations in allocation likely due to Corporatisation since October 2021. 

Table 4: Services Capital Allocations 2021-22 and 2022-23 

Service / 

Department BE 21-22 RE 21-22 BE 22-23 

Percent 

Increase  (BE 

21-22 to BE 22-

23) 

Army 36,481.90 25,377.09 32,015.26 -12.24 

Navy 33,253.55 46,021.54 47,590.99 43.12 

Airforce 53,214.77 51,830.93 55,586.65 4.46 

Ordnance Factories 665.00 204.00 0 Nil allotment 

Emergency 

Authorisation  0 2,500.00 2,500.00 

New allotment 

for DPSUs 

R&D 11,375.50 9,875.50 11,981.81 5.33 

Inspection - DGQA 20.00 15.00 20.00 0.00 

Technology 

Development 50.00 1,383.84 1,364.90 2,629.80 

Investment in Public 

Enterprises 0 1,643.00 1,310.00 New allotment 

Source: Demands for Grants,at https://www.indiabudget.gov.in/ 

 The Army has been allotted the maximum share in the Revenue Budget 

due to its large manpower in comparison to other services. The bulk of this 

allocation goes into meeting the Pay and Allowances of the personnel. The 

https://www.indiabudget.gov.in/
https://www.indiabudget.gov.in/
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allocations under Capital head to the respective services is a function of existing 

committed liabilities, likely contracts to be finalised and pace of expenditure of 

Services, as also the projections of Services, amongst other factors 

 Considering the RE 2021-22 figures, Indian Army would be able to spend 

only ₹25,377 crore (70 percent) out of its last year’s Capital allocation, while 

Indian Navy is likely to spend ₹12,767 crore (38 percent) more than its 

allocations. Spending less than the allotted budget by the Army is a point of 

concern and needs to be looked at. The allocation of ₹2,500 crore as 

‘Emergency Authorisation for Newly Created DPSUs’ and also ₹1,310 core as 

‘Investment in Public Enterprises’ are first time (and hopefully one time) 

allotments.  

Significant Allocations 

Domestic Procurement 

 As per the budget speech, 68 per cent of the capital procurement budget 

will be earmarked for domestic industry in 2022-23, up from 58 percent in 

2021-22. The aim of specifying the budget for domestic procurement by 

Defence Services is to showcase the government’s resolve to promote 

indigenous procurements and enhance Defence Industrial Base (DIB). The 

decision is well intended and aims at achieving self-sufficiency in the defence 

sector.  

 However, it needs to be realised that defence equipment for procurement 

is identified based on security needs of country. Any equipment which is a 

critical operational need is generally not denied despite being from any country 

of origin. Defence Acquisition Procedure (DAP) 2020 lays down the detailed 

procedure for Capital Procurements by Services and priority is given to 

products that are Made in India. Global procurements are the last priority for 

procurement and are required to be justified to the Defence Acquisition Council 

(DAC) headed by the Raksha Mantri.  

Defence R&D 
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 In addition to the substantial capital budget earmarked for the Indian 

industry, in her Budget speech, the Finance Minister also announced an R&D 

budget of approximately ₹ 11,981 Cr, of which 25 percent is to be reserved for 

private industry, start-ups and academia. The aim is to encourage private 

industry to take up design and development of military platforms and equipment 

in collaboration with the DRDO and other organizations through Special 

Purpose Vehicle (SPV) model. Further, for enabling the Defence Industrial eco-

system, iDEX (Innovations for Defence Excellence) and DTIS (Defence Testing 

Infrastructure Scheme) has been allocated ₹ 60 Cr and ₹ 23 Cr respectively in 

FY 2022-23. The iDEX scheme aims to create an environment which nurtures 

innovation and inspires technology development in defence by engaging R&D 

institutes, academia, industries, start-ups and even individual innovators. 

 In the past few years, various positive steps have been taken to encourage 

private industry to undertake defence R&D, which otherwise is considered to be 

a very risky proposition considering the high investment costs and higher 

chances of failure. Earmarking 25 percent of defence R&D budget for industry 

will further help in strengthening the R&D framework in India. However, the 

nitty-gritties of the same needs to be carefully worked out in detail for two 

reasons. Firstly, there are other such programs underway under the aegis of 

Department of Defence Production and Service Headquarters.There is a 

possibility of overlap and, therefore, a need to coordinate these efforts to draw 

optimal benefits from such initiatives. Also, the method of implementing SPV 

model in defence R&D needs to be approved at an appropriate level and not left 

to the DRDO which is a major stakeholder itself.  

Nodal Body for Testing and Certification 

 Under the Defence Testing Infrastructure Scheme (DTIS), the 

government endeavours to create contemporary testing infrastructure along with 

the private industry to boost domestic defence and aerospace manufacturing. An 

independent nodal umbrella body will be set up for meeting wide-ranging 
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testing and certification requirements. The creation of such a nodal body for 

setting up testing and certification requirements for defence-related systems 

and platforms is likely to speed up processes and bring cost-efficiency into 

the system. 

Building Credible Maritime Force and Coastal Security 

 To meet the maritime security needs, the capital budget of the Indian 

Navy has been enhanced by 44.53 percent, with a total allocation of ₹ 46,323 

crore in FY 2022-23. Additionally, to boost Coastal Security, capital budget of 

the Indian Coast Guard has been enhanced by 60.24 percent to ₹ 4,246 crore as 

compared to ₹2,650 crore in the previous financial year. This increase is aimed 

at building maritime assets and expanding infrastructure, as also establishing a 

coastal security network and building up technical & administrative support 

structures. As per the official press release of MoD, the increase is aimed at 

procurement of new platforms and bridging of critical capability gaps. 

Modernisation of DPSUs 

 Towards hand holding of the newly created seven Defence Public Sector 

Undertakings (DPSUs), ₹ 1,310 crore has been earmarked for their planned 

modernisation. A sum of ₹ 2,500 crore has been set aside as Emergency 

Authorization Fund. Both these expenditures cumulatively add an additional 

burden of ₹ 3145 crore to the Defence Services outlay, as compared to the 

previous year’s total capital outgo for Ordnance Factories, which was just ₹ 665 

crore. The allotment of this kind, which has happened for the first time, is 

hopefully a onetime exercise and will not become a drain on allocations to 

Defence Services, impeding their modernisation plans.  

Improvement in Infrastructure 

 The capital budget of the Border Roads Organisation (BRO) has been 

increased by 40 percent to ₹ 3,500 crore in FY 2022-23, vis-à-vis ₹ 2,500 crore 

in FY 2021-22. This is likely to expedite the development of border 

infrastructure, including the strategically important tunnels (Sela and 
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Naechiphu), as also bridges on major river gaps. ₹ 173.03 crore has been 

provisioned under DGDEs Capital Budget, mainly with an aim to construct 

boundary posts/pillars and perimeter fencing of vast defence land around the 

country and prevent encroachment. It seems to be well thought out allocation 

and points to the efforts of the government to align the expenditure with overall 

national focus, while prioritising the defence expenditure as per the assessed 

capability gaps. 

Conclusion 

 As India faces myriad challenges with a more assertive China on one side 

and continuing irritable activities by Pakistan on the other, our defence forces 

need to prepare themselves for newer challenges, which come at a cost.In the 

recent times, yearly allocations for defence has been hovering close to 2 percent 

of GDP. An above average economic growthcan provide for adequate budgetary 

allocations to the defence sector. In the Annual Financial Statement 2022, the 

Ministry of Finance noted that it has adopted an ‘agile’ approach to cater for 

extreme uncertainty prevailing in the global economy. This allows for constant 

monitoring and short-term policy responses to an evolving situation.Defence 

Budget 2022-23 indicates the government’s approach to maximise the returns 

on spending, given the economic challenges in the aftermath of the Covid 

pandemic. The overall aim is to develop an indigenous defence industry base 

and help achieve the objectives of ‘Atmanirbhar Bharat’.  


