Centre sees no threat to
FY26 fiscal deficit target

@ Scheme savings,

non-tax surge to

cover spending
hike,taxgaps

PRASANTA SAHU
New Delhi, November 3

DESPITE A PROJECTED tax
revenue shortfall and higher
subsidy spending in 2025-26,
the government is confident
that “scheme savings” and
robust non-tax revenues will
fully offset the gap, keeping the
fiscal deficit on track to fall to
4.4% of GDP from 4.8% in
FY25,sourcestold FE. ’
The additional negative fis-
cal impact is seen at around
¥1.15 lakh crore, going by the
.extra subsidies estimated for
food and fertiliser, compensa-
tiontooil marketing companies
(OMCs),and likely net tax rev-
enueshortfallduetoincometax
reliefand goodsand services tax
(GST)reliefannounced recently.
Going by the gross tax rev-
enuereceipts (GTR)inH1FY26,
the GTR shortfall could be 1-
1.3 Iakh crore in FY26.Assum-
ing that there will be some
improvement in tax collections
in H2 due to increased con-
sumption from direct and indi-
recttax cuts,the nettaxrevenue
shortfall (post 42% tax devolu-
tionto statesand J&K)isseenat
around ¥50,000 crore in FY26.
Usually, the Centre collects 47-
489% oftheannualtargetin H1,
but this time around it is lower
at 449% of the annual target of
%42.7lakh crore.
‘With an asking rate of over
. 219% in H2FY26 to meet the
FY26BE, rating agency ICRA is
apprehensive that GTR will
undershoot the budgeted tar-
; getof €42 Zlakhieroré by e0.7-
1 1lakhcrore,itschiefeconomist
; Aditi Nayar said. . =
As in previous years, the
- additional expenditure on sub-
sidies is often required to.deal
with global commodity grices

reflecting geqpolltlcal dynam-
ics.So;the Cefttreis estimated to
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incur about 28,000 crore in
additionalfertilisersubsidyover
the FY26 budget estimate (BE)

- of ¥1.67 lakh crore and around

£22,000 crore more for food
subsidy over the BE of ¥2.03
lakh crore.Additionally,the Cen-
trewill providearound 315,000
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.Thisfiscalimpact of

%1.15 lakh crore (0.3% of GDP)

is definitely a concern for gov-
ernment managers, but not a
headache,going by the cushion
built into the Budget of ¥50.65
lakh croreforFY26.Goingbythe
trendsinthelast couple ofyears,
the government could save
¥50,000-%90,000 croreincen-
trally sponsored schemes and
otherschemes in FY26.

The Centre is now routing
fundsforall centrallysponsored
schemes (CSS), with an aggre-
gated annual budget outlay of
T5 lakh crore, through the RBI
platform instead of state trea-
suries, to curb.the floating of
fundsandreininborrowings.In
FY25, the Centre reduced the
outlay on CSS by a whopping
391,000 crore or 18% ofthe BE
for the schemes due to the dis-
covery of ¥1.6 lakh crore in
unspent balances with them
from previoustransfers,reflect-
ingalackofabsorptive capacity
in states. Officials expecta sim-
ilar scenario this yearas well.

" the target.

h

“The typical trend of expen-
diture savingsand higher-than-
budgeted non-tax revenues is
likely to absorb the shortfall on
the taxes front, 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-a-vis the
Gol's FY2026 fiscal deficit
taget,Nayarsaid. -

Therecord-highdividend by
the RBI at¥2.69 lakh crore, or
around ¥50,000 crore more
than factored in the FY26BE,
and around ¥20,000 crore in
extra dividends from other
state-run firms, could fetch the
Centre around ¥70,000 crore
more in non-tax revenue in
FY26.“Non-debt capital receipts
and non-tax revenue perfor-
manceinthefirsthalfhavebeen
very good and may surpass the
FY26 budgeted amount,’ said
India Ratings chief economist
Devendra KumarPant.

The fiscal arithmetic of a
4.4% fiscal deficit in FY26
looks challenging; however,
the government is expected

to achieve it with some ratio- -

nalisation of expendxture,
Pant added.

The disinvestment of IDBI
Bank is expected to materi-
alise in FY26, the Centre’s
estimate of ¥47,000 crore
from disinvestment and asset
monetisation could exceed




