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India Econ Flash  
Update on Govt Finances – Expenditure pressures rise  
➤ Apr-August fiscal deficit – 68.5% of budget estimates: The distortion in the 

fiscal picture seen earlier this year (following the expenditure incurred on 
acquiring RBI’s 59.7% stake in SBI) was reversed in August, when the RBI 
transferred an equivalent amount in the form of dividend. As a result, the fiscal 
deficit during Apr-Aug was Rs1,033bn or 68.5% of budget estimates while the 
revenue deficit was Rs535bn or 75% of estimates as compared to it crossing 
100% of estimates last month. 

➤ Tax collections – growth slows in line with budget targets: From the 30%+ 
growth seen in 1Q FY08, growth in gross tax collections slowed to 18% in 
August – in line with the 17% budget target. The slowdown is primarily due to 
lower excise collections. (see page 2 for a detailed table). However, growth in 
cumulative tax collections remains over 22%, which bodes well for government 
finances. 

➤ Government to meet its target but watch out for NREGP: The FY08 deficit 
is targeted at Rs1,509bn or 3.3% of GDP – in line with the FRBM1 targets. While 
we maintain our view that the budget assumptions are conservative, a point to 
note is the rise in off-balance-sheet items2 (oil bonds/possibility of further 
fertiliser subsidies), and the recent announcement of the extension of the 
National Rural Employment Guarantee Program3 (NREGP) – a possible 
indicator of the government getting ready for early elections  

April- Aug 2007: Fiscal Data (Rs Bn, %) 

 Aug-07 % YoY Apr-Aug07 %YoY FY08BE Ytd of B

a.  Revenue receipts            688 135.5         1,641 54.0         4,864 33.7
     Net tax revenues            194 9.2           994 22.0         4,039 24.6
     Non-tax (incl RBI’s dividend)            493 332.5           647 157.8            826 78.4
b.  Non-debt cap receipts                6 -32.8             39 23.0            432 9.1
c. Total receipts (a+b)            694 130.6         1,680 53.1         5,296 31.7
d.  Revenue expenditure             399 31.3         2,176 17.0         5,579 39.0
e.  Capital expenditure              34 -14.0           538 271.2         1,226 43.8
f. Total expenditure (d+e)            433 26.0         2,714 35.4         6,805 39.9
Plan Expenditure            125 57.3           723 34.1          2,051 35.3
Non- Plan Expenditure            308 16.6         1,990 35.9          4,754 41.9
g.  Fiscal deficit (f-c)           (261) -710.0         1,033 14.0          1,509 68.5
h. Revenue deficit (d-a)           (289) -2531.4           535 -32.6             715 74.9
Source: Controller General of Accounts, Budget Documents 

                                                      
1 Under the FRBM Act, beginning FY05, the central government has to reduce its fiscal and revenue deficit by 0.3% and 0.5% of 
GDP a year so as to eliminate the revenue deficit by 2009 

2 Off balance sheet items : (1) Oil bonds - In order to compensate oil companies for marketing losses, the government is likely to 
issue oil bonds to the tune of Rs190bn in FY08 as compared to Rs241bn in FY07 and Rs115bn in FY06 (2) Fertilizers – FY07 
arrears of Rs88bn were paid out of the current year’s subsidy bill which could result in the FY08 limit being breached  

3 The implementation of the National Rural Employment Guarantee Program (NGREP) will also impose an additional fiscal 
strain. Implemented in 2006, the scheme enables one member of every rural household to 100 days a year of work at a minimum 
wage of Rs60 per day. The government initially rolled out this scheme in 200 districts and this number was later raised to 330 districts 
in the budget this year, with an initial allocation of Rs120bn. Now, the government intends to extend the program to all districts in the 
country ( i.e 600), which would nearly double the outlays required. 
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Public Finances in Pictures 
The fiscal deficit came in at 68.5% of budget estimates during Apr-Aug, 
with accounting entries due to RBI’s stake sale in SBI being reversed 

Cumulative Trends in the Fiscal Deficit (Rs Bn) 
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This accounting entry has resulted in the Revenue Deficit, coming in at 
75% of budget estimates during Apr-Aug v/s over 100% last month  

Cumulative Trends in the Revenue Deficit (Rs bn) 
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Tax collections remained robust. Although growth in tax revenues was 
up 22% during Apr-Aug, slower than trends seen earlier, growth was 
still above the government’s targeted rate of 17% 

Cumulative Trends in the Revenue Deficit (Rs Bn) 

  Aug-07 %YoY 
Apr-

Aug08 %YoY FY08BE % of B

Budgeted 
Growth 

Rate

Corporate 37 24.6 334 46.2 1,684 19.8 15.0
Income 48 44.0 237 34.4 988 24.0 19.8

Customs 86 15.4 403 18.7 988 40.8 20.7

Excise 93 1.2 352 4.9 1,302 27.0 11.0
Others 45 40.7 196 34.0 520 37.6 30.6

Gross Taxes 308 18.1 1,522 24.1 5,482 27.8 17.2

Devolvt to States  112 37.8 519 28.0 1,443 36.0 18.4
Net Taxes 194 9.2 994 22.0 4,039 24.6 16.7 

The government’s borrowing calendar for 2HFY08 is in line with 
expectation but the supply in Oct and Nov, together with the MSS 
supply will keep bonds range-bound  

Issuance Calendar of Dated Securities(Rs Bn) 
Period of Auction Amt Term of the Security 

October 5-12 100 
i) 10-14 year security for Rs60bn 
ii) 20-year and above security for Rs40bn  

October 19-26 80 
i) 5-9 year security for Rs.40bn  
ii) 15-19 year security for Rs.40bn 

November 2-8 80 
i) 10-14 year security for Rs.50bn 
ii) 20-year and above security for Rs30bn 

November 16-23 70 
i) 10-14 year security for Rs30bn 
ii)     15-19 year security for Rs40bn 

December 7-14 70 
i) 10-14 year security for Rs50bn 
ii) 20-year and above security for Rs.20bn 

January 4-11 100 
i) 10-14 year security for Rs60bn 
ii) 20-year and above security for Rs40bn 

February 1-8 90 
i) 10-14 year security for Rs.50bn 
ii) 20-year and above security for Rs40bn 

Total 590  
Looking ahead, the Ministry has stressed that it will continue to adhere 
to the path of fiscal consolidation and meet its targets  

Trends in the Combined Fiscal Deficit (Rs Bn, % GDP) 
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This is important given that despite reform initiatives, India’s fiscal 
deficit still amongst the highest in the region.  

Fiscal Deficit- A Comparative View 
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