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17. Analysis of India’s Fiscg] Position Since 1991-2011

Prof. Maharudra Bibhishan Khose
Department of Economics, K. J. Somaiya College of Arts, Commerce & Science Kopargaon
Dist-Ahmednagar. ! T
Dr. Shivaji S. Ambhore
Associate Professor & Research Guide, Department of Economics, Pandit Jawaharlal Nehru
College, CIDCO, Aurangabad.

Introduction

The initial years of India’s planned development strategy were characterized by a
conservative fiscal policy whereby deficits were kept under control. The tax system was geared
to transfer resources from the private sector to fund the large public sector. However, growth was
anemic and the system was prone to inefficiencies. In 1980s some attempts were made to reform
particular sectors. But the public debt increased as did the fiscal deficit. India’s Balance of
Payment crisis of 1991 led to economic liberalization. Deficits are one of the important
indicators of fiscal position. India has seen deficits in central government accounts on almost all
indicators. When the budgetary expenditure exceeds budgetary revenues the government incurs a
deficit. The deficit is financed by borrowing, thus, creating public debt. India’s cumulative
public debt is very high and alarming. However, it will be a challenging task for the government
of India to reduce the public debt in an orderly manner.

Fiscal Deficit
Fiscal deficit, an internationally used concept, shows the excess of government’s all

expenditure, both, capital and revenue plus net loans repayments Over total revenue receipts plus

non-debt capital receipts. Fiscal deficit indicates the total borrowings requirements of the

government from all sources.
Public Debt

Government can obtain funds throu
e by the government from a variety of sources. The

gh loans, advances and other sources. Public debt

basically represents the borrowings mad

term public debt refers to the loans raised by the public authority within the country or

outside the country.
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Methodology
The present study is primarily based on the secondary data. The data has been Obtaingg
from the various issues of economic surveys, various reports of the ministry of finance, Varigyg
issues of Indian public finance statistics, books, journals etc. To meet an objectives of the study,

bar diagram and compound annual growth rate such tools are used.

Objectives
The study seeks to meet the following objectives,
i. To examine the growth rate of total expenditure.
ii. To study the total receipts excluding borrowings and its growth rate.
iii. To calculate fiscal deficit and its growth rate.
iv. To study the growth rate of public debt of the central government.
Fiscal Position of India
Year A) Total B) Total Receipts () Fiscal Deficit Total
Expenditure | Excluding Borrowings (C=A-B) Public Debt
1991-92 111413 75090 36323 354662 |
1992-93 122618 82445 40173 401924
1993-94 141853 81596 60257 477968
1994-95 160739 103034 57705 538611
1995-96 168285 118032 50253 606232
1996-97 190336 134274 56062 675676
1997-98 216336 143131 73205 778294
1998-99 255552 165992 89560 891806
1999-00 298083 193337 104716 1021029
2000-01 325592 206776 118816 1168541
2001-02 362310 221355 140955 1366409
2002-03 413248 268176 145072 1559201
2003-04 471203 347931 123272 1736678 |
2004-05 498252 372458 125794 1994421
2005-06 506123 359688 146435 2260145
2006-07 583387 440814 142573 2538596
2007-08 712611 585759 126012 2837425
2008-09 883956 546964 336992 3159178
2009-10 1024487 606005 418482 3529960
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Source: Ministry of Finance, Indjag Public Finance Statist

ics, Various Issues.
The above table shows the trend of total expenditure, tota]

fiscal deficit and total public debt of the central government

Total expenditure of the centra] government was

receipts excluding borrowing,

Rs. 111413 crore in 1991-92 and it was

in 2010-11. Due to the period of New Economic Reforms, total expenditure of the central
government shows an increasing trend during the period.
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Total receipts of the central government excluding borrowings was Rs.75090 crore in
1991-92 and increased to Rs.823737 crore in 2010-11 during these twenty years period. During
the first ten years it was increased from Rs.75090 crore (1991-92) to Rs.206776 crore (2000-01)
and during the last ten years of the study period it was increased from Rs.221355 crore (2001-02)
to Rs.823737 crore (2010-11). During these years of study, excluding the amount of 1993-94,

2005-06 and 2008-09, total receipts excluding borrowings of the central government has

showing an increasing trend.
Further, fiscal deficit of the central

increased to Rs.373590 crore in 2010-11. During the fi
deficit was increased from Rs.36323 crore in 1991-92 to Rs.1 18816 crore in 2000-01 and during

the last tep years of the study period fiscal deficit was increased from Rs.140955 crore in 2001-

oovernment was Rs.36323 crore in 1991-92 and it was
o

rst ten years of the study period, fiscal
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02 to Rs.373590 crore in 2010-11. During the study period fiscal deficit of the centry

government has showing fluctuating trend and in the last three years fiscal deficit has increggeg
drastically.

Since 1991-92 total debt of the central government of India has been constant]y
increasing. Total debt of the central government increased from Rs. 354662 crore in 1991.9) to
Rs. 3938774 crore in 2010-11. During the first ten years, total debt increased from Rs. 35466,
crore in 1991-92 to Rs. 1168541 crore in 2000-01 and during the last ten years of the study
period, total debt of the central government was increased from Rs. 1366409 crore in 2001-02 ¢,

Rs. 3938774 crore in 2010-11.
Compound Annual Growth Rate

Year 1991-92 to 2000-01 | 2001-02 to 2010-11 | 1991-92 tm
11
Total Expenditure 12.65 14.2 13.31
Total Receipts Excluding 11.91 15:72 13.43
Borrowings
Fiscal Deficit 14.07 11.43 13.05
Total Public Debt 14.16 12.48 13.5

Source: Computed on the basis of data compiled from various issues of Economic
Survey.

Above table examines compound annual growth rates of total expenditure, total receipts

excluding borrowings, fiscal deficit and total public debt of the central government as follows,

In the study period 1991-92 to 2010-11, total expenditure of the central government

increased at the rate of 13.31 per cent per annum. Total expenditure of the central government
recorded the growth rate of 12.65 per cent per annum for the first ten years (1991-92 to 2000-01)
of the study period. For the second ten years (2001-02 to 2010-11

) of the study period, total
expenditure of the central

government increased at the rate of 14.2()

per cent per annum.
Since 1991-92 to 2010-11,

total receipts (excluding borrowings) of the central
government increased at the rate of 13.43 Per cent per annum. In the first ten years of the study
period (1991-92 to 2000-01) total receipts (excluding borrowings) registered rate of growth
11.91 per cent per annum and for the second ten years of the study period (2001-02 to 2010-11)

total receipts (excluding borrowings) of the central government increased

at the growth rate of
15.72 per cent per annum.

Fiscal deficit of the central government increased at the growth rate of 13.05 per cent per

annum from 1991-92 to 2010-11. In the first ten years of the study period (1991-92 to 2000-01)
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In the study period 1991-.9>

Y 1-92 10 2010-1 [, total public debt of the central government
Nt per annum, Tot
recorded the growth rate of 14,16 per cent per

increased at the rate of 13.50 per ce :
al public debt of the central government

annum for the first ten years (1991-92 to 2000-01)

. ‘ years (2001-02 to 2010-11) of the study period, total
huhhc debt of the central government increased

of the study period. For the second teq
at the rate of 12.48 per cent per annum.

Conclusion

In the conclusion, total expenditure, total receipts (excluding borrowings), fiscal deficit

and total public debt of the central government has increased at the rate of 13.31 per cent per
annum, 13.43 per cent per annum, 13.05 per cent per annum and 13.50 per cent per annum
respectively in the study period. During the study period it has been observed that growth rate of
total expenditure is lower (12.65 per cent) in the first ten years than growth rate of total ol
expenditure in the last ten years (14.20 per cent), and also, it has been observed that growth rate
of total receipts (excluding borrowings) is lower (11.91 per cent) in the first ten years than
growth rate of total receipts (excluding borrowings) in the last ten years (15.72 per cent). Further,
it has been observed that growth rate of fiscal deficit is greater (14.07 per cent) in the first ten
years than growth rate of fiscal deficit in the last ten years (11.43 per cent) and finally it has been
observed that growth rate of public debt was greater (14.16 per cent) in the first ten years than
the growth rate of public debt (12.48 per cent) in the last ten years of the study period.

Finally, we can conclude that total receipts (excluding borrowings) are being inadequate
to meet an increasing total expenditure of the government, therefore, the amount of fiscal deficit

being larger and eventually as a result of that public debt being larger because public debt is

nothing but an accumulation of fiscal deficit.
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