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The fiscal position of the Centre and States remained
resilient during H1:2023-24. Their receipts were broadly
in line with budget estimates and the containment
capital
expenditure demonstrated  commitment to prudent

of vevenue expendituve while  preserving
fiscal management. The improvement in the quality of
government expendituve bodes well for medinm-term
growth prospects and fiscal consolidation.

I. Introduction

The Union Budget 2023-24 was announced at
a time when the Indian economy was being hailed
as a 'bright spot’ in terms of high growth aided by
strong macroeconomic fundamentals. The Union
Budget 2023-24 prioritised enhancing citizens'
opportunities, accelerating growth, job creation, and
macroeconomic stability. Towards fulfilment of these
objectives, the Union government continued its thrust
on infrastructure development with the allocation
of a record level of capital expenditure. Likewise, to
incentivise States' capital spending, allocation for
the scheme providing financial assistance to States
for capital expenditure, introduced in 2021-22, was
enhanced by 30 per cent and extended into 2023-
24. Furthermore, the government has curtailed its
revenue expenditure, prioritising capital spending
to enhance the overall quality of government
expenditure.

" The authors are from the Department of Economic and Policy Research
(DEPR) of the Reserve Bank of India. The views expressed in this article are
those of the authors and do not represent the views of the Reserve Bank of
India.
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The Centre aimed for a feasible order of fiscal
consolidation for 2023-24, in line with the medium-
term gross fiscal deficit (GFD) target of 4.5 per cent of
the GDP by 2025-26. The States too have endeavoured
for fiscal consolidation in 2023-24, budgeting a
consolidated GFD of 3.1 per cent of the GDP, down
from 3.4 per cent in 2022-23 (RE).!? The government
finances for the Centre and States, as evident
from the half yearly review for the financial year
2023-24 (viz., H1:2023-24) was robust, notwithstanding
the prevailing geo-political tensions as well as the
elevated likelihood of a recession in several advanced

economies.

The Centre's major direct and indirect tax heads
such as income tax, corporation tax, and goods and
services tax (GST) recorded impressive growth in
H1:2023-24. On the expenditure side, the Centre has
ensured front-loading of its capital expenditure which
would catalyse economic recovery from the scars left
behind by the pandemic. On the other hand, the Centre
has successfully contained its revenue expenditure to
below 50 per cent of the BE for 2023-24 in H1:2023-
24. States' tax revenues remained buoyant during
H1:2023-24, with a noticeable increase in their own
tax revenue (OTR). Additionally, they have benefitted
from a substantial increase, exceeding 20 per cent,
in the transfer of tax revenue (viz., assignment to
States) under the devolution formula. States have also
sustained the pace of their total expenditure with
notable increase in capital spending during H1:2023-
24 on the back of the Union government's Scheme for
Special Assistance to States for Capital Investment.?

1 The data pertain to 25 States for which the data for April-September
2023 are available. GFD-GDP ratio is estimated using GSDP data for the
same 25 States.

2 Detailed statements on half yearly and quarterly financial position of
the Centre as well as States are provided in Appendix Tables (I to V).

3 As of end-October 2023, the Union government had approved
expenditure amounting to 396,206 crore (accounting for 74 per cent of
the 1.3 lakh crore budgeted for 2023-24 under the Scheme for Special
Assistance to States for Capital Investment), out of which 358,494 crore
has already been disbursed to the States.
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The rest of the article is structured as follows:
Section 11 analyses the receipt and expenditure of
the Centre and States (at a quarterly frequency) for
H1:2023-24. Section III deals with the outcomes in
terms of key deficit indicators and their financing
for the Centre as well as States. Section IV presents
estimates on general government (Centre plus
States) finances for Q1 and Q2 of 2023-24 along with
projections for the second half (H2) of 2023-24. Section
V sets out the concluding observations and the near-
term fiscal outlook.

II. Fiscal Outcomes in Q1 and Q2 of 2023-24

In line with the trend witnessed during H1:2021-
22 and H1:2022-23, more than 50 per cent of the
budgeted total receipts of the Central government
was realised during H1:2023-24. On the other hand,
the Centre's total expenditure remained contained
below 50 per cent of the BE in H1:2023-24, in line with
the pattern observed during the past three years. For
States, both receipts and expenditure recorded robust
growth. However, States’ GFD stood at 39.8 per cent of

Government Finances 2023-24: A Half-Yearly Review

the BE in H1:2023-24, higher than in the previous year,
attributable to growth in total expenditure outpacing
growth in total receipts. Nevertheless, the States' total
receipts remained resilient, with the proportion of
budgeted receipts in H1:2023-24 (39.7 per cent) close
to H1:2022-23 (41.2 per cent). On the expenditure
side, the States have expended 39.7 per cent of
their budgeted total expenditure during H1:2023-24,
broadly in line with the past spending patterns (Chart
laandb).

a. Receipts

Revenue receipts of the Central government
registered a growth of 3.6 per cent in Q1:2023-24,
attributable to a high growth in non-tax revenue, on
the back of more than budgeted surplus transfer by
the Reserve Bank.* However, it was partly offset by
sub-par tax collections and non-debt capital receipts.’
With a pick-up in tax revenues in Q2:2023-24, the
growth in revenue receipts improved to 34.4 per cent
(Chart 2 a and b).

Chart 1: Total Receipts and Expenditure in H1
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Sources: Controller General of Accounts (CGA); and Comptroller and Auditor General (CAG).

4 During 2023-24, the Reserve Bank transferred a surplus of 387,416 crore to the Central government, higher than the amount transferred last year
(330,307 crore) and the budgeted amount under Dividend/ Surplus transfer of Reserve Bank of India, Nationalised Banks and Financial Institutions in the

Union Budget 2023-24 (48,000 crore).

> Non-debt capital receipts include recoveries of loans and advances and miscellaneous capital receipts (viz., disinvestment and other receipts).
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Chart 2: Quarterly Breakup of the Centre’s Receipts
a. Revenue Receipt b. Non-Debt Capital Receipts
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States’ revenue receipts clocked a y-o-y growth of
8.3 per cent in H1:2023-24 (over the appreciable y-o-y
growth of 26.2 per cent in H1:2022-23). This growth
was spread over Q1:2023-24 and Q02:2023-24, at 15.3
per cent and 2.0 per cent, respectively. Tax revenue,
which accounted for 81 per cent of the revenue

receipts during H1:2023-24, exhibited a growth of 22.4
per cent and 8.1 per cent in Q1:2023-24 and Q2:2023-
24, respectively. States’ non-debt capital receipts®,
however, witnessed a contraction in Q1:2023-24 but
recorded a strong recovery in Q2:2023-24 (Chart 3 a
and b).

Chart 3: Quarterly Breakup of the States Receipts
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© Non-debt capital receipts of the States comprise recoveries of loans and advances disbursed by them to subordinate/ parastatal entities and other

miscellaneous capital receipts.
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Chart 4: Quarterly Direct Tax Collection
a. Centre’s Direct Taxes b. States’ Own Direct Taxes
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The Centre's direct tax collections grew by
25.2 per cent (y-o-y) in H1:2023-24, led by growth in
corporation tax and income tax collections of 20.2 per
cent and 31.1 per cent, respectively. In 01:2023-24, the
Centre's direct tax collections contracted by 1.8 per
cent owing to a 13.9 per cent decline in corporate tax
collections whereas in Q2:2023-24 it recorded a robust
growth of 48.7 per cent on a y-o-y basis owing to both
income tax and corporate tax collections. Direct taxes
experienced an upswing in August-September 2023-24,
which helped to shed off the sluggishness observed
during April-July. Direct tax collections in H1:2023-24
benefitted from increased compliance, higher advance
tax collections and widening of tax base (Chart 4a).”#?
On the other hand, the Centre's indirect tax collections
increased by 0.5 per cent (y-o-y) in H1:2023-24, with
robust growth in major heads except union excise duty
collections which experienced contraction, partly on
account of the slashing of the excise duty on petrol
and diesel in May 2022.1°

7 Press Information Bureau (PIB), November 1, 2023.
& PIB, October 26, 2023.
9 PIB, September 18, 2023.

10 For petrol, the excise duty cut was Z8 per litre whereas in case of diesel,
the excise was cut by %0 per litre effective from May 22, 2022.
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States' own direct tax collection (comprising
land revenue and receipts from stamp duty and
registration fees) performed well during H1:2023-24.
It recorded a growth of 18.1 per cent in Q1:2023-24
followed by a growth of 19.2 per cent in 02:2023-24
over the corresponding quarters of the previous year
(Chart 4b).

The GST collections (Centre plus States) have
remained buoyant, recording a y-o-y growth of
11.1 per cent and averaging 1.7 lakh crore during
H1:2023-24, as against an average of ¥1.5 lakh
crore during H1:2022-23 on the back of improved
economic activity as well as increased compliance.
GST collections recorded a growth of 11.6 per cent
in Q1:2023-24 and 10.6 per cent in 02:2023-24 on a
y-o-y basis (Chart 5).

For States, higher and stable collection of States
GST [viz., SGST] (on account of rising demand and
greater compliance), and tax devolution from the
Centre (on account of higher buoyancy) contributed
to the growth in revenues. In H1:2023-24, the
assignment to States (i.e., regular instalment to
the States) recorded a growth of 20.9 per cent over
the corresponding period of the previous year, on
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Chart 5: GST Collections
200 A
180 A
160 A
140 A
120 A
&
o
G 100 4
]
=]
3 80
=1
2
60 4
L%
40 A
20 4
0 +
o~ o~ o~ N o o~ o~ o~ o~ o o o\ o o o o\ o o
o o o o o o 3 N N o o o o Q o o ) Y
= B = = 0 A & > & & & P \-1 i & _~ a0 3,
& 2 £ 2 & ¢ 2 & &£ & 5 z §F 2 A2 Zz g
Note: The red and green line represent the average GST collections over those months.
Source: PIB releases, Government of India.

top of the record y-o-y growth of around 45 percent
attained in H1:2022-23. Notably, in June 2023, the
government had released one advance instalment of
tax devolution in addition to the assignment to States
to enable them to speed up capital spending, finance

their development related expenditure and to make

available resources for priority projects (Chart 6 a

and b)."!

As per cent of BE, the tax devolution to States in
H1:2023-24 from the Centre was 44.6 per cent of the
budgeted amount for 2023-24 (as against 46.1 per cent
in H1:2022-23). Greater and timely tax devolution by

Chart 6: Quarterly Performance of SGST and Tax Devolution from Centre
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11 PIB, June 12, 2023.
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the Centre enable States to plan better spending of
resources, especially capex, as well as address the

Government Finances 2023-24: A Half-Yearly Review

issue of horizontal fiscal imbalance!? inherent among
the Indian States (Box 1).

Due to the heterogeneity amongst the States, horizontal
fiscal imbalances among the subnational units are
expected. Equalisation transfers are designed to overcome
the horizontal fiscal imbalances. In this context,
measuring the fiscal gap and mapping the trajectory of
the imbalances is vital for designing fiscal transfers.
Convergence analysis can be useful in measuring
horizontal inequities and understanding the dynamics of
disparities over time. The convergence hypothesis says
that poorer regions grow faster than the richer regions and
eventually catch up. Club convergence analysis can reveal
distinct convergence patterns within and among regions.
It recognizes that regions may not all converge to a single
common level but may converge to different stable groups
or ‘clubs’ based on their characteristics and development
trajectories. It helps in identifying the specific factors and
characteristics that led regions to follow different paths
and reach different stable income or growth levels.

The club convergence hypothesis for the per capita States’
Own Tax Revenues (SOTR) across 16 Indian States from
2001-2022 was investigated using the 'log T-test’ following
Phillips and Sul (2007, 2009). The results indicated
that, for all the 16 Indian States, there is divergence at
the aggregate level. However, clustering algorithm®
suggests that the States form into two distinct clubs each
constituting 8 States. The average per capita SOTR of Club
1 is higher that of Club 2 (Chart B1 and Table B1.a).

The speed of convergence, as indicated by the coefficient,
is faster for Club 1 compared to Club 2 indicating that the
richer States are converging faster than the poorer States.

For exploring the determinants of club formation, a
binary probit model was estimated with the following
variables: initial social, economic and structural factors
such as initial per capita income, initial literacy rate,

Table B1.a: Club Convergence of States’ Own Tax Revenues

All States Club 1 Club 2
Number of States 16 8 8
Coefficient -0.18 0.24 0.06
T-stat -5.85 4.45 1.40

Box 1: Horizontal Imbalances: Club Convergence Analysis of States’ Own Tax Revenues

Chart B1: Average Per Capita States’ Own Tax Revenue
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Source: RBI staff estimates.

share of agriculture in GSDP and growth in GSDP per
capita. Overall, the estimates suggest that States having
low share of agriculture in GSDP have more probability to
be in a club with higher average own tax revenues (Table
B1.b). Initial level of per capita income, and social factors
as represented by literacy rate also significantly impact
the membership of a club.

In sum, club convergence analysis suggests a widening
gap between States. The poorer States are impaired by
both structural and initial social and economic conditions.
However, equalisation transfers can improve the fiscal
capacity of States as well as address horizontal fiscal
imbalances.

Table B1.b: Factors Determining Club Formation

Explanatory Variables Coefficient Standard Error
Ln share of agriculture -2.05%** 0.40
Ln initial per capita income 1.03##* 0.40
Ln growth in per capita income 0.28%* 0.12
Ln initial literacy rate 3.01%* 1.45
Constant -21.49%** 4.90

No. of Observations = 300, t=21, n=16.
LR chi2 (4) = 214.27, Prob > chi2 = 0.0
Pseudo R2 = 0.5052

Note: ***: p < 0.01, **: p<0.05.

Reference:

Phillips, P. C., & Sul, D. (2007). Transition Modeling and
Econometric Convergence Tests. Econometrica, 75(0),
1771-1855.

12 Horizontal fiscal imbalances refer to disparities in abilities of the States to raise resources from their own tax base.

13 Phillips and Sul's algorithm automatically groups units that converge similarly, avoiding arbitrary pre-selection. It identifies core units based on their
data and iteratively assigns remaining units to suitable clubs. Units with high residual variance within their assigned club are re-assigned for better fit.
This dynamic process allows for diverse convergence speeds and exposes hidden patterns in the data.
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Chart 7: Non-tax Revenue and Disinvestment
Receipts of the Central Government
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Centre's non-tax revenues increased in Q1:2023-24
on the back of more than budgeted surplus transfer by
the Reserve Bank but witnessed a contraction of 14.3 per
centin 02:2023-24, as growth in revenue from dividends
and profits'* was offset by contraction in revenue from
economic services.”” On the disinvestment front,
around 14 per cent of the budgeted disinvestment
target of ¥51,000 crore was raised in H1:2023-24 as
against 38 per cent in H1:2022-23 (Chart 7). '

b. Expenditure

In 2023-24 (BE), the total expenditure of the
Central government was budgeted to grow by 7.5 per
centV, lower than 10.4 per cent growth in 2022-23

14 Non-tax revenue from 'dividends and profits’ accounts for 30.2 per cent
of the budgeted non-tax revenue in 2023-24.

15 Non-tax revenue from economic services includes agriculture and
allied activities (receipts from agricultural farms, commercial crops,
fees from agricultural education, fees for quality control and grading of
agricultural products, etc.), irrigation and flood control (receipts of Central
Water Commission and Central Water Power Research Station, Pune
etc.), communication (includes license fees from telecom operators and
receipts on account of spectrum usage charges) etc. Non-tax revenue from
economic services accounts for 50.3 per cent of the budgeted non-tax
revenues in 2023-24.

16 During H1:2023-24, the government mobilised 36,950 crore in the form
of disinvestment receipts as compared with 324,590 crore during the
corresponding period of the previous year.

17 Over 2022-23 (PA), the total expenditure of the central government in
2023-24 (BE) is also budgeted to grow by 7.5 per cent.
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(RE). Revenue expenditure growth was budgeted to
grow at a modest rate of 1.3 per cent whereas capital
expenditure growth was pegged at 37.4 per cent.'®
In H1:2023-24, total expenditure of the Centre stood
at 47.1 per cent of the budget estimates for 2023-
24 (46.7 and 46.2 per cent of the budget estimates
in 2021-22 and 2022-23, respectively). Revenue
expenditure attained 46.5 per cent of 2023-24 BE (as
compared with 47.7 and 46.3 per cent in 2021-22 and
2022-23, respectively) while capital expenditure was
49.0 per cent of 2023-24 BE (41.4 and 45.7 per cent
of the BE was observed during 2021-22 and 2022-23,
respectively).

The capital expenditure has been front-loaded in
H1:2023-24 by the Central government which bodes
well for the medium-term growth prospects of the
economy. In H1:2023-24, key ministries such as the
Ministry of Road Transport and Highways, the Ministry
of Defence and the Ministry of Railways accounted for
more than 75 per cent of the total capital expenditure
(Chart 8).

Chart 8: Capital Expenditure of Key Ministries
in H1:2022-23 and H1:2023-24
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18 Capital outlay (viz., capital expenditure excluding loans and advances)
was budgeted to increase by 35.0 per cent in 2023-24, on top of an increase
of 16.03 per cent in 2022-23 (RE).
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Chart 9: Expenditure Growth in H2
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Sources: CGA; Union Budget documents; and RBI staff estimates.

The Union government had placed before the
Parliament the first batch of supplementary demand
for grants (SDG-]) for 2023-24 during the winter session

Government Finances 2023-24: A Half-Yearly Review

of the Parliament' which involved an additional cash
outgo of ¥58,378 crore.”® Going forward, in H2:2023-
24, total expenditure growth is likely to increase
marginally, primarily on back of robust growth in
capital expenditure (Chart 9).

that
expenditure increased in Q2:2023-24 after remaining
flat in Q1:2023-24. On the other hand, capital
expenditure displayed robust growth (y-o-y basis)
in both Q1:2023-24 and Q2:2023-24 with growth in
the former being higher than the latter (Chart 10 a
and b).

Quarterly trends indicate revenue

The major subsidies outgo of the Central
government, comprising food, fuel and fertilisers,
stood at 55.1 per cent of BE in H1:2023-24 vis-a-vis
62.6 per cent of BE in H1:2022-23. Fertiliser and food
subsidies accounted for 53.4 per cent and 46.1 per
cent of total outgo on major subsidies in H1:2023-24
vis-a-vis 41.1 per cent and 58.4 per cent, respectively,

Chart 10: Quarterly Expenditure of the Central Government
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19 Held during December 2023.

20 The SDG-I for 2022-23 placed before Parliament in December 2022 involved a net cash outgo of ¥3.25 lakh crore.
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Chart 11: Quarterly Expenditure on Major
Subsidies by the Central Government
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in the corresponding period of the previous year
(Chart 11).

States' revenue expenditure growth in Q1 and Q2
0f 2023-24, at 7.8 per cent and 10 per cent, respectively,
was much lower than the growth registered in the
corresponding quarters of 2022-23. Nevertheless,

ARTICLE

keeping in line with the spending behaviour of the
previous year, States have exhausted 41.0 per cent of
their budgeted revenue expenditure in H1:2023-24 (as
compared with 41.5 per cent in H1:2022-23). On the
other hand, capital expenditure was front-loaded by
the States resulting in y-o-y growth of 47.3 per cent
in H1:2023-24, with Q1:2023-24 and Q2:2023-24 at
72.4 per cent and 33.6 per cent, respectively. More
importantly, capital outlay (capital expenditure minus
loans and advances) registered an even higher growth
of 52.6 per cent in H1:2023-24 vis-a-vis a marginal
growth of 2.9 during H1:2022-23 (Chart 12 a and b).

I11. Fiscal Deficit and its Financing
Central Government
a. Fiscal Deficit

The Union government had budgeted for a GFD
of 5.9 per cent of GDP in 2023-24 which is in line
with the medium-term GFD target of 4.5 per cent
of GDP by 2025-26. During H1:2023-24, GFD of the
Union government stood at 39.3 per cent of the BE,
marginally higher than the GFD of 37.3 per cent
during the corresponding period of the previous year,

Chart 12: Quarterly Expenditure of State Governments
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Chart 13: Centre’s Gross Fiscal Deficit
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attributable to front-loading of capital expenditure
by the Central government. Robust tax collections in

02:2023:24 contained fiscal deficit at 14.0 per cent of
BE during the period (Chart 13 a and b) (Box 2).

The quarterly trends in GFD of the Union government has
undergone a notable transformation in the recent years.
Prior to 2020-21, GFD in the first quarter itself usually
crossed 50 per cent of the full year amount, even touching
as high as 74.7 per cent in 2017-18, while the fourth
quarter saw a minimal fiscal deficit or even an occasional
fiscal surplus, resulting in higher borrowing requirements
in the first half of the year. However, in the last three fiscal
years, there has been a reversal in quarterly distribution
of GFD, primarily led by a more even distribution of tax
and non-tax revenues.

With the introduction of Goods and Services Tax (GST)
in 2017-18, indirect taxes have become more uniformly
distributed across the quarters. The share of direct taxes
has also increased in Q1 which may be attributed to
better tax compliance measures enforced by the Centre
(Chart B2.a). Within non-tax revenue, with the change
in accounting year of the Reserve Bank from July-June to
April-March with effect from 2021-22, surplus transfer to
the Union government is now credited in the month of

Box 2: Changing Quarterly Trend in the Gross Fiscal Deficit of the Union Government

May instead of August. Thus, 2021-22 onwards, the Union
government has been receiving a relatively larger share of

non-tax revenue in the first quarter of each financial year
(Chart B2.b).

At the same time, total expenditure has moved slightly
in the opposite direction with more than one-third of the
total expenditure incurred in Q4 during 2020-21 to 2022-
23 as against the average of 23.5 per cent during 2014-
20 (Chart B2.c). Consequently, there has been a sharp
reduction in GFD in the first two quarters; GFD in Q4
now accounts for the largest share of the full year GFD
(Chart B2.d).

The early influx of tax revenue facilitates more accurate
budgeting and forecasting as government agencies
can plan their expenditures based on a more reliable
estimate of available funds, reducing the risk of budgetary
shortfalls. This has also allowed the Union government
to give advance instalments of tax devolution to States in

(Contd..)
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Chart B2: Quarterly Distribution of Centre’s Tax Revenue
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Sources: CGA; and Union Budget documents.

the last three fiscal years. A more consistent cash flow
throughout the year reduces the government's reliance on

short-term borrowings and results in cost savings due tq
lower interest payments.

b. Financing of GFD

In H1:2023-24, the Union government completed
61.8 per cent of the budgeted net market borrowings
for 2023-24. The market borrowings were followed by
the utilisation of National Small Savings Fund (NSSF)
for financing the GFD of the Union government. The
Centre's decision to stick to its borrowing target for
H2:2023-24 signals its confidence of attaining the
fiscal deficit target of 5.9 per cent of the GDP. This is
attributable to the Centre's tax revenue that has been
growing at a robust pace apart from the more than
anticipated collections on the non-tax front.

RBI Bulletin December 2023

State Government
a. Fiscal Deficit

States had budgeted a consolidated GFD of 3.1 per
cent of GDP for 2023-24 (BE), down from 3.4 per cent in
2022-23 (RE). During 2023-24, States have exhausted a
lower proportion of their budgeted GFD in Q1, while
in Q2, the GFD has been higher. Correspondingly, the
fiscal space available to States in the latter half of 2023-
24 has been reduced to 60.2 per cent of their budgeted
GFD from 69.9 per cent for the corresponding period
of the previous year (Chart 14 a and b).
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Chart 14: States’ Gross Fiscal Deficit
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The quality of expenditure [as measured by the
revenue expenditure to capital outlay (RECO) ratio?]
for the Centre improved in H1:2023-24, attributed to
the higher thrust placed by the Central government on
capital expenditure.?? On similarlines, the expenditure

quality of the States has been continuously improving
in the post-pandemic period. In Q1 and Q2 of 2023-24,
their RECO ratio reduced to 7.3 and 5.6, respectively,
from 11.6 and 7.2 in the corresponding period of the
previous year (Chart 15 a and b).

Chart 15: Gross Fiscal Deficit and Quality of Expenditure for Centre and States
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Sources: CGA; CAG; Budget documents of the Centre and States.

21 A decline in RECO ratio indicate improvement in quality of expenditure and vice versa.

22 In H1:2023-24, RECO ratio for the Centre stood at 3.9 vis-3-vis 4.6 registered during the corresponding period of the previous year.
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b. Financing of GFD

The net market borrowings of the States during
H1:2023-24 witnessed a y-o-y decline of 23.1 per cent
and accounted for only 24.8 per cent of their BE (33.7
per cent during H1:2022-23). Eight States had zero or
negative net borrowing in H1:2023-24. Gross market
borrowings, however, were 9.0 per cent higher than
last year (Chart 16 a and b).

The financial accommodation availed by the
States under various facilities provided by the

ARTICLE

Reserve Bank increased by 61.1 per cent (y-o-y)
during H1:2023-24. The average amount availed by
the States under Ways and Means Advances (WMA),
and Special Drawing Facility (SDF) increased by 14.9
per cent and 115.4 per cent, respectively, while the
Overdraft (OD) availment declined by 15.8 per cent.
Himachal Pradesh, Manipur, Mizoram and Nagaland
decreased their daily utilisation of WMA in H1:2023-
24 over the same period in the previous year (Chart
17 aand b).

Chart 16: State/ UT-wise Market Borrowings
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Sources: RBI; and Budget documents of States/UTs.

Notes: 1. Size of the bubble corresponds to the share of the State in H1:2023-24 market borrowings.
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Chart 17: Financial Accommodation Availed by the States Under Various Facilities Available
with the Reserve Bank
a. Average Daily Utilisation by States b. Average Daily WMA Utilisation as per cent of the Limit Allowed
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IV. General Government Finances

The general government GFD for 2023-24 is
budgeted at 8.6 per cent of GDP as compared with 9.5
per cent of GDP in 2022-23(RE). In continuation of
the effort to provide timely fiscal data on the general
government, the quarterly fiscal position of the

Chart 18: General Government Gross Fiscal
Deficit: Actual and Projection
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area. Likewise, for 70 per cent and 90 per cent confidence intervals,
there is 70 per cent and 90 per cent probability, respectively, that the
actual outcomes will be in the range represented by the respective
shaded areas.

2. The actual combined GFD-GDP ratio is for Centre plus 25 States.

Source: RBI staff estimates.
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general government has been compiled till Q2:2023-
24. Improved revenue mobilisation by the Centre and
States kept the general government GFD in Q1 and
Q2 of 2023-24 in line with the previous year's trends.
Going forward, while tax collections are expected to
remain buoyant in H2, a pick-up in expenditure by the
Centre and States could result in a general government
deficit of 8.2 per cent and 11.9 per cent of GDP in Q3
and Q4 (projected), respectively (Chart 18).

V. Conclusion

The combined finances of the Centre and the
States remained robust in H1:2023-24. The Centre
recorded robust tax collections, both directand indirect
taxes reflecting sustained recovery of the economy,
enhanced tax governance and administration as well
as improved profitability of the corporate sector.
Lower disinvestment receipts are likely to be offset by
sharp gains in non-tax revenues, mainly attributable
to higher dividends from the Reserve Bank and other
financial institutions. On the expenditure front, the
capex thrust has ensured significant improvement in
the quality of expenditure of the Central government.
By reiterating its GFD target of 4.5 per cent of
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GDP by 2025-26, the Centre has exhibited its firm
commitment to fiscal consolidation while at the
same time prioritising capital expenditure to drive
the recovery in growth and create a virtuous cycle to
crowd in private investment. The Centre achieved
more than half of its budgeted revenue in H1:2023-
24 while containing its expenditure to less than half
of what it had projected for the entire financial year.
This would augur well for the Centre to meet its GFD
target of 5.9 per cent of GDP for 2023-24.

The States too have witnessed strengthening
of their fiscal parameters as is evident from their
continued buoyancy in tax revenues. Notably, they
have also increased their capital spending in line
with the Centre's stance to front-load capex, by
using both central funds linked to reforms and their

RBI Bulletin December 2023
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own resources. However, the States grapple with
several challenges in sustaining the momentum of
their capital expenditure, on both the expenditure
and revenue fronts. The reversion to the old pension
scheme (OPS) by a few States and reports of some
other States moving in the same direction would
exert a huge burden on State finances and restrict
their capacity to undertake growth enhancing capital
expenditures. Given the discontinuation of GST
compensation, continued buoyancy of tax revenues is
critical alongside fiscal prudence while maintaining
the quality of expenditure and concurrently
expanding their fiscal capacity. This would augur
well for bolstering medium-term growth prospects

while maintaining fiscal sustainability.
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Appendix Tables

Table I: Budgetary Position of the Central Government during April-September

Item (¥ thousand crore) (Per cent)
Actuals Budget Estimates Percent of BE Y-0-Y Growth Rate
2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23

(1) ) (3) () (5) (©) 7) ¢ ©)
1. Revenue Receipts 1397.1| 1169.6| 2632.3| 2204.4 53.1 53.1 19.5 8.2

1.1. Net Tax Revenue 1160.3| 1012.0| 2330.6| 1934.7 49.8 523 14.7 9.9

1.2. Non-Tax Revenue 230.8 157.6 301.7 269.7 78.5 58.4 50.2 -1.7

1.3. Interest Receipts 17.3 12,5 24.8 18.0 69.7 69.4 38.7 21.1
2. Capital Receipts 20.2 34.2 84.0 79.3 24.0 43.1 -41.0 88.7

2.1. Recovery of Loans 13.2 9.6 23.0 14.3 57.5 67.2 37.7 6.6

2.2. Other Receipts 7.0 24.6 61.0 65.0 11.4 37.8 -71.7 169.8
3. Total Receipts (1+2) 1417.3 1203.7| 2716.3| 2283.7 52.2 52.7 17.7 9.5
4. Revenue Expenditure 1628.5| 1480.7| 3502.1| 3194.7 46.5 46.3 10.0 6.0

of which

(i) Interest Payments 484.3 436.7| 1080.0 940.7 44.8 46.4 10.9 19.6
5. Capital Expenditure 490.6 342.9| 1001.0 750.2 49.0 45.7 43.1 49.5

of which

(i) Loans and Advances 74.8 23.6 163.8 140.1 45.7 16.8 217.5 20.8
6. Total Expenditure (4+5) 2119.1 1823.6| 4503.1| 3944.9 47.1 46.2 16.2 12,2
7. Revenue Deficit (4-1) 231.4 311.1 869.9 990.2 26.6 31.4 -25.6 -1.4
8. Fiscal Deficit (6-3) 701.9 619.8 1786.8 1661.2 39.3 37.3 13.2 17.7
9. Gross Primary Deficit {8-4(i)} 217.5 183.2 706.8 720.5 30.8 25.4 18.8 12.3

Source: Office of Controller General of Accounts, Ministry of Finance, Government of India.
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Table II: Quarterly Position of the Central Government Finances
(% thousand crore) (Per cent)
Per cent of BE Y-0-Y Growth
Item Q1 Q2 Rate
o1 02 2023-24
2023-24|2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23| Q1 Q2
(1) @) 3) (4) (5) (©) 7) @) ) (10) (11)
1. Revenue Receipts 588.6| 568.1| 808.5| 601.5| 22.4| 25.8| 30.7| 27.3 3.6| 34.4
1.1. Net Tax Revenue 433,6| 505.9| 726.7| 5006.1| 18.6| 26.1| 31.2| 262| -143| 43.0
1.2. Non-Tax Revenue 155.0 62.2 81.8 95.4 51.4 23.1 27.1 35.4| 149.3| -14.3
1.3. Interest Receipts 9.5 5.1 7.8 74| 385| 281 31.3| 41.3| 883 4.5
2. Capital Receipts 10.7| 28.0 9.5 6.2| 127\ 353| 113 7.8| -61.8| 525
2.1. Recovery of Loans 6.5 3.4 6.7 6.2| 281| 240| 203| 432 89.0 9.3
2.2. Other Receipts 42| 24.6 2.7 0.0 69| 37.8 4.5 0.0| -82.8|8658.1
3. Total Receipts 599.3| 596.0| 818.0| 607.7| 22.1| 26.1| 30.1| 26.6 0.5| 34.6
4. Revenue Expenditure 772.2| 772.8| 856.3| 707.9| 22.0f 24.2| 24.5| 222 -0.1| 21.0
of which
() Interest Payments 243.7| 228.6| 240.6| 208.1 22.6 243 22.3 22.1 6.6 15.6
5. Capital Expenditure 278.5| 175.1| 212.1| 167.8| 27.8| 23.3| 21.2| 224| 59.1| 264
of which
(i) Loans and Advances 44.6| 14.1| 30.2 9.5 272| 101 18.4 6.8| 216.3| 2194
(ii) Capital Outlay 233.9| 161.0| 181.9| 158.4 27.9 26.4 21.7 26.0 453 14.9
6. Total Expenditure 1050.7| 947.9| 1068.5| 875.7| 23.3| 24.0| 23.7| 222| 10.8| 22.0
7. Revenue Deficit (4-1) 183.6| 204.8 47.8| 106.4 21.1 20.7 5.5 10.7| -10.4| -55.1
8. Fiscal Deficit (6-3) 451.4| 351.9| 250.5| 268.0 25.3 21.2 14.0 16.1 28.3 -6.5
9. Gross Primary Deficit {8-4(i)} 207.7| 123.3 9.9 59.9 29.4 17.1 1.4 8.3 68.5| -83.5

Source: Office of Controller General of Accounts, Ministry of Finance, Government of India.

RBI Bulletin December 2023

89



ARTICLE Government Finances 2023-24: A Half-Yearly Review

Table III: Budgetary Position of the State Governments during April-September 2023

Item (T thousand crore) (Per cent)

Actuals Budget Estimates Per cent of BE Y-o-Y Growth Rate

2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24

1 2 3 4 5 6 7 8 9

1. Revenue Receipts 1,499.9 1,625.0| 3,627.6| 4,064.2 41.3 40.0 26.2 8.3

1.1. Tax Revenue 1,141.9 1,308.7 2,514.4 3,025.2 45.4 43.3 32.4 14.6

1.2. Non-Tax Revenue 112.5 134.5 305.8 332.3 36.8 40.5 33.5 19.6

1.3. Grants-in-aid and

Contributions 245.5 181.9 807.5 706.7 30.4 25.7 1.4 -25.9

2. Capital Receipts 3.5 4.0 19.8 42.8 17.7 9.4 -25.0 15.4
2.1. Recovery of Loans

and Advances 3.4 3.7 13.8 18.9 24.7 19.4 -25.3 8.2

2.2. Other Receipts 0.1 0.4 6.0 23.9 1.5 1.5 -7.8 285.0

3. Total Receipts 1,503.4 1,629.0 3,647.4 4,107.0 41.2 39.7 26.0 8.4

4. Revenue Expenditure 1,558.0| 1,697.4| 3,753.9| 4,137.0 41.5 41.0 16.3 8.9

4.1 Interest Payments 188.9 211.2 455.6 501.8 41.5 42.1 20.6 11.8

5. Capital Expenditure 201.0 296.1 742.8 885.4 27.1 33.4 7.5 47.3

5.1 Capital Outlay 177.4 270.7 683.1 801.9 26.0 33.8 2.9 52.6

6. Total Expenditure 1,758.9 1,993.5| 4,496.6 5,022.4 39.1 39.7 15.2 13.3

7. Revenue Deficit (4-1) 58.1 72.4 126.2 72.8 46.0 99.4 -61.5 24.6

8. Fiscal Deficit (6-3) 255.6 364.4 849.2 915.4 30.1 39.8 -23.3 42.6
9. Gross Primary Deficit

(8-4.1) 66.6 153.2 393.6 413.6 16.9 37.0 -62.3 129.9

Note: Data pertains to 25 States.
Sources: Comptroller and Auditor General of India; and Budget documents of the States.
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Table IV: Quarterly Position of State Government Finances
Item (¥ thousand crore) (Per cent)
Actuals Per cent of BE Y-o-Y Growth Rate
Q1 Q2 Q1 Q2 2023-24
2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 | 2022-23 | 2023-24 o1 Q2
1. Revenue Receipts 715.8| 825.2| 784.1| 799.8 19.7 20.3 21.6 19.7 15.3 2.0
1.1. Tax Revenue 523.2 640.2 618.7 668.5 20.8 21.2 24.6 22.1 22.4 8.1
1.2. Non-Tax 50.8 53.9 52.7 80.6 19.5 16.2 17.2 24.3 9.9 52.9
Revenue
1.3. Grants-in- 132.8 131.1 112.7 50.8 16.4 18.6 14.0 7.2 -1.3 -55.0
aid and
Contributions
2. Capital Receipts 2.1 1.8 1.4 2.2 10.4 4.2 7.3 5.2 -12.0 54.8
2.1. Recovery of 2.0 1.7 1.4 1.9 14.8 9.2 9.9 10.2 -14.2 41.6
Loans and
Advances
2.2. Other Receipts 0.0 0.1 0.1 0.3 0.3 0.3 1.2 1.2 208.1 300.6
3. Total Receipts 717.9| 827.0) 785.5| 802.0 19.7 20.1 21.5 19.5 15.2 2.1
4. Revenue 728.7 785.4 829.2 912.0 19.4 19.0 22.1 22.0 7.8 10.0
Expenditure
4.1 Interest 33.0 87.9 105.9 123.4 18.2 17.5 23.3 24.6 5.9 16.4
Payments
5. Capital 71.1 122.6 129.9 173.5 9.6 13.8 17.5 19.6 72.4 33.6
Expenditure
5.1. Capital Outlay 62.6 108.1 114.8 162.5 0.2 13.5 16.8 20.3 72.9 41.5
6. Total Expenditure 799.8| 907.9| 959.1| 1,085.5 17.8 18.1 21.3 21.6 13.5 13.2
7. Revenue Deficit 12,9 -30.8 45.2 112.2 10.2 -54.7 35.8 154.0 -408.3 148.4
8. Fiscal Deficit (6-3) 82.0 80.9 173.6 283.5 9.7 8.8 20.4 31.0 -1.3 63.3
9. Gross Primary -1.0 -6.9 67.7| 160.1 -0.3 -1.7 17.2 38.7| 588.8 136.7
Deficit (8 - 4.1)

Note: Data pertains to 25 States.
Sources: Comptroller and Auditor General of India; and Budget documents of the States.
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