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Centre sees no threat to
FY26 fiscal deficit target
wscheme savings,
non-taxsurgeto
coverspending
hike,taxgaps

PRASANTASAHU
New Delhi, November3 

,

DESPITE A PROJECTED tax
revenue shortfall and higher
subsidy spendi rry iL 202 5 - 2 6,

the government is confident
that "scheme savings" and
robust non-tax revenues will
fu lly offset the gap, keePing tlte
fiscal deficit on track to fall to
4.4o/o of GDP from 4.8o/o in
FY25,sourcestold,FE

The additional negative fis-
cal impact is seen at around
t1.15 la}*r crbre, going bY the
extra subsidies estimated for
food and fertilisei comPensa-
tion to oil marketing comPanies
(oMCs), and likely net tax rev-
enue strorthlldue to income tar<

relief and goods and servicestax
(GST) relief announced recenfly.

Going by the gross tax rev-
enue receipts (GT$ in H1FY2 6,

the GTR shortfall could be t1-
1.3 laktr crore in FY25.Assum-
ing that there will be some
improvement in tax collections
in H2 due to increased con-
sumption from direct and indi-
recttaxcuts,the nettaxrevenue
strortfal (post 42olo tax devolu-
tion to states and I&K) is seen at
around t50,000 crore in FY2 5.

Usually,the Centre collects 47-
48olo ofthe annual target in H1,
but this time around it is lo\ rcr
at zl4ob ofthe annual target of
t42.7 lalitr crore.

With an asking rate of over
.2lo/o inH2W26 to heet the
FY26BE, agencyICRAis

GTR will

yearsi the

IN A NUTSHELL

subsidy

t28,000 cr
Fertiliser
subsidy

About t70,000 cr
Extra receipts like
from RBI and CPSE

dividends

t50,fi)0-{90,fi)0 cr
savings on scheme' 

.

related spending^

incur about <28,000 crore in
additional fertiliserzubsidyorrcr
the FY26 budget estimate (BE)

of t1.67lakhcrore and around
t22,000 crore more for food
subsidy over the BE of t2.03
laktr crore-Additionally,the Cen-

uewillprwide arormd t15,000
crore to OMCs in FY26 to com-
pensate them for losses in
domestic cooking gas for not
passing on the rise in costs to
consumers.Tttis fiscal imPact of
t1.15 laktrcrore (0.3olo of GDP)

is definitelya concem forgov-
ernment managers,but not a
headadre, going bythe cushion
built into the Budget of t50.55
lakhoore forFY2 6.GoingbYthe
trends inthe last couple ofYears,

the govemment could save
t50,000-(90,000 crore in cen-
trally sponsored schemes and
othersdremesinFY26.

The Centre is now routing
funds forall centrallysporuored
schemes (cSS),with an aggte-
gated annual budget ouflaY of
t5 lal*r crore, through t}re RBI
platforminstead of state trea-
suries, to curb.the floating of
funds and rein inbonowings.In
FY25, the Centre reduced the
outlay oa CSS by a whoPPing
t9 1,000 oore or 18o/o of the BE
fortlre schemes due to the dis-
covery of <1.6 lalfi crore in
unspent balaaces with them
ft omprevbusfansferqreflect-
ingalackof absorptiYe opacity

FE Estimate, ^Going by Past trend

"The typical trend of exPen-
diture savings and higher-than-
budgeted non-tax revenues is
fikelyto absorb the strortfallon
the ta:<es ftont, as well as addi-
tional expenditure require-
ments on some items such as

the fertiliser subsidy. Conse-
quently, we do not foresee a
material slippage vis-i-vis tle
GoI's FY2026 fiscal deficit
tagetiNayarsaid.

the record-high dividend bY

the RBI att2.69 lakh crore, or
around t50,000 crore more
than factored in the FY26BE,
and around <20,000 crore in
extra dividends from other
state-run firms, could fetdt the
Centre around t70,0OO crore
more in non-tax revenue in
FY26."Nondeb,teapitalreceipts
and non-tax revenue Perfor-
mance in the fi rst half have been
very good and may surPass the
FY26 budgeted amount/ said
India Ratings chief economist
DevendraKumarPant.

The fiscal arithmetic of a
4.4o/o fiscal deficit in FY26
looks challenging; however,
the government is exPected
to achieveitwfth some ratio-
nalisation of expenditure,
Pantadded.

The disinvestmmt of IDBI
Bank is expected to materi-
alise in FY26, the Centrefs
estimate of {47,000 crore
from disinvestment and aswt
monetisation could eiceed
the target.
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