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ECOSCOPE 
The Economy Observer 

 

3QFY20 spending grows despite first decline in receipts 
Fiscal spending growth in 4QFY20 would be worse 

 Based on the monthly data available for 18 major states (accounting for ~90% of all states), we note that their fiscal
deficit was at 57.2% of budget estimates (BEs) in 9MFY20, much higher than 48.8% in the corresponding period last year.
While tax receipts grew at decadal low of only 1.0% YoY, states’ spending grew 9.1% during the same period. Within total
spending, revenue spending was up 10.4% YoY while capital spending declined 0.4% YoY in 9MFY20.

 States’ tax receipts marked its first decline (of 1.6% YoY) in almost 8 years in 3QFY20. Total receipts, however, grew at a
respectable 7.2% YoY in 3QFY20 (lower than 12.5% in 2QFY20), primarily supported by ~80% growth in grants-in-aid from
the central government. Total receipts, thus, increased at 9-year low of 6.1% YoY in 9MFY20 and accounted for 59.3% of
BEs – the lowest in 5 years.

 States’ total spending, however, grew at a slower pace of 9.4% YoY in 3QFY20, compared to 11-quarter high growth of
16.6% in 2QFY20. Within total spending, while capital spending declined 7.5% YoY in 3QFY20, revenue expenditure grew
at 12.5% during the quarter. So far (Apr-Dec’19), the states have spent 59% of their budgeted expenditure for FY20.

 Combining the center and states’ finances, total tax receipts declined 8.2% and total receipts shrank 4.5% in 3QFY20,
marking the first contraction in at least the past 8 years. On the other hand, total spending maintained decent growth of
13.2% during the quarter.

 As discussed earlier, government spending has been a key supporter of economic growth in the past many years.
However, unrealistic tax assumptions imply that spending cuts are inevitable in 4QFY20 – same as in the past two years.
Although the central government has reduced its receipts by INR1.5t in FY20 RE (revised estimates), we believe that
there could still be a shortfall of INR900b this year. Further, since the center has revised down the devolution to states by
as much as INR1.5t in FY20, states will definitely feel the heat in 4QFY20. Since the center has guaranteed ~14% growth in
tax collection for states till 2021-22, the former will have to bear a larger burden of the economic slowdown. In all
certainty, thus, fiscal spending growth should be much lower in 4QFY20.

In this note, we assess the finances of 18 state governments – Andhra Pradesh (AP), 
Chhattisgarh (CT), Gujarat (GJ), Haryana (HR), Himachal Pradesh (HP), Jharkhand 
(JH), Karnataka (KA), Kerala (KL), Madhya Pradesh (MP), Maharashtra (MH), Odisha 
(OD), Punjab (PB), Rajasthan (RJ), Telangana (TS), Tamil Nadu (TN), Uttar Pradesh 
(UP), Uttarakhand (UK) and West Bengal (WB). 

Fiscal deficit of states at 3-year high in Apr-Dec’19…: Fiscal deficit of 18 states 
reached 57.2% of BEs during Apr-Dec’19, the highest in 3 years and second highest 
in 10 years (Exhibit 1). Moreover, fiscal deficit of the center reached 132.4% of BEs 
during the corresponding months. Consequently, for the first time in a decade, 
aggregate fiscal deficit of the general government (center + 18 states) breached the 
full-year target by 3.7% of BEs during the first 9 months of FY20 itself (Exhibit 2).  
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Exhibit 1: While states’ fiscal deficit was at 3-year high,  that 
of the center was highest in two-decades… 

Data up to 3Q of respective years                               

Exhibit 2: …because of which, general government’s full-
year deficit target was breached during Apr-Dec’19 itself 

Source: Comptroller and Auditor General (CAG), Controller General 
of Accounts (CGA), Budget documents, CEIC, MOFSL 

Exhibit 3: State-wise details of tax collections, revenue expenditure, capital outlay and fiscal deficit 

(INR b) 
Tax collection Revenue spending Capital outlay Fiscal deficit 

FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 
Andhra Pradesh (AP) 642 572 1,020 1,017 166 58 351 352 
Chhattisgarh (CG) 301 305 448 541 56 52 75 132 
Gujarat (GJ) 748 726 877 996 179 169 100 111 
Haryana (HR) 377 377 499 579 164 179 142 195 
Himachal Pradesh (HP) 88 90 199 212 18 28 5 9 
Jharkhand (JH) 255 274 315 378 67 77 7 17 
Karnataka (KA) 946 971 1,028 1,195 165 190 32 87 
Kerala (KL) 486 490 821 780 53 68 223 219 
Madhya Pradesh (MP) 695 731 1,023 1,045 186 216 263 232 
Maharashtra (MH) 1,617 1,663 1,652 2,047 123 175 (129) 73
Odisha (OR) 435 448 581 717 151 117 61 90 
Punjab (PB) 308 272 472 472 17 14 98 76 
Rajasthan (RJ) 674 688 1,088 1,155 143 109 271 246 
Telangana (TS) 583 603 697 746 134 117 146 150 
Tamil Nadu (TN) 969 978 1,376 1,493 107 139 281 351 
Uttar Pradesh (UP) 139 137 220 238 36 29 52 37 
Uttarakhand (UK) 1,761 1,756 1,888 2,079 331 354 34 305 
West Bengal (WB) 718 780 976 1,075 94 93 173 150 
18 states 11,742 11,860 15,180 16,765 2,191 2,182 2,186 2,833 
Central government 9,363 9,049 16,202 18,541 2,118 2,555 7,015 9,317 
General Government* 21,106 20,910 31,382 35,306 4,309 4,738 9,200 12,150 

Data for Apr-Dec period for both years 
*Center+18 states Source: CAG, State Finance Ministries (SFMs), CGA, MOFSL 

None of the states ran a fiscal surplus during Apr-Dec’19…: Not surprisingly, none 
of the 18 states posted a fiscal surplus during the first 3 quarters of the year. 
Notably, Maharashtra (MH) is the only state that transitioned from surplus in 
9MFY19 to deficit in 9MFY20 (Exhibit 3). While fiscal deficit of Chhattisgarh (CT) has 
reached a massive 122% of FY20BE, that of Andhra Pradesh (AP) just about reached 
its FY20 target during Apr-Dec’19. Haryana (HR) and Kerala (KL) have covered 87% 
and 83% of their respective fiscal deficit targets for FY20 (Exhibit 4). Further, as 
many as 9 states have registered fiscal deficit higher than 57.2% of the BE, which is 
the average deficit of 18 states taken together. On a positive note, other large states 
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– Gujarat (GJ), Jharkhand (JH), Maharashtra (MH), Karnataka (KA), Punjab (PB) and
Odisha (OD) – still exhibited fiscal deficit lower than 50% of their respective FY20BEs
during the 3 quarters ending Dec’19 (Exhibit 4).

Exhibit 4: Fiscal deficit of individual states in 9MFY20 vis-à-vis 9MFY19 (% of BE) 

# Apr-Dec period Source: CAG, SFMs, MOFSL 

Growth in states’ receipts entirely attributable to grants-in-aid in 3QFY20…: Total 
receipts of 18 states increased 7.2% YoY in 3QFY20 after growing in early-teens a 
quarter ago, primarily on account of massive 79.6% YoY growth in grants-in-aid 
received by the states (Exhibit 5). While tax receipts of states declined 1.6% YoY in 
the quarter ending Dec’19, non-tax revenue receipts barely grew during the quarter. 

In fact, non-tax receipts grew 23.6% YoY during Apr-Dec’19 only because of 37.1% 
YoY growth in grants-in-aid as both non-tax revenue receipts and non-debt capital 
receipts witnessed a decline during 9MFY20 compared to 9MFY19. Accordingly, 
total receipts during Apr-Dec’19 grew 6.1% YoY due to its non-tax component as 
taxes during the period also grew by a mere 1% YoY (Exhibit 6).     

Exhibit 5: Total receipts of states increased primarily due to 
massive growth in grants-in-aid in 3QFY20… 

Exhibit 6: …and that in 9MFY20 was also supported by high 
growth in total non-tax receipts 

# Apr-Dec for respective years               Source: CAG, SFMs, MOFSL 

A comparison of total receipts of individual states in Apr-Dec’19 with those in Apr-
Dec’18 suggests that total receipts improved in 8 of the 18 states (GJ, HR, JH, KA, 
MH, TS, UK and WB) but weakened in all other states (Exhibit 7). While highest 
collection so far was witnessed in KA, HP and MH at 68-70% of BEs, it was only ~40% 
of BEs in AP and PB.    
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Exhibit 7: Total receipts of individual states in 9MFY20 vis-à-vis 9MFY19 (% of BE) 

# Apr-Dec period Source: CAG, SFMs, MOFSL 

…however, total receipts of the general government posted its first decline in 
3QFY20: Although grants-in-aid helped states post decent growth in total receipts, 
combined receipts of the center and 18 states declined 4.5% YoY in 3QFY20, marking 
its first contraction at least since FY13 (Exhibit 8). Aggregated taxes declined 8.2% in 
3QFY20.  

Total receipts of 18 states, thus, grew at 9-year low of 6.1% YoY in 9MFY20, while 
total receipts of the central government also grew at a slow pace of only 4.2% YoY 
during Apr-Dec’19. The center’s receipts were primarily supported by strong growth 
in non-tax revenue receipts. While tax collection of the central government declined 
3.4% in the first 9 months of FY20, non-tax receipts grew at decadal high of 40.5% 
during 9MFY20, mainly because of windfall receipts in the form of dividends from 
the Reserve Bank of India (RBI) in Aug’19. 

Consequently, total receipts of the general government grew at an 8-year low of 
5.3% YoY during 9MFY20, way below the 5-year average growth of 12.6%. 
Considering the general government’s total receipts as a percentage of FY20BE, 
58.1% has been achieved so far, the slowest pace in 5 years (Exhibit 9). As total taxes 
of the general government declined 0.9% YoY in the 9 months ending Dec’19, only 
58% of FY20 has been achieved so far. Additionally, non-tax receipts of the general 
government grew at 5-year high of 29.7% in Apr-Dec’19, achieving 58.6% of the full-
year aim. 

Exhibit 8: Total receipts of the general government declined 
for the first time in 8 years in 3QFY20… 

Exhibit 9: …resulting in 8-year slowest growth of only 5.3% 
in 9MFY20 

Apr-Dec period  Source: CAG, CGA, SFMs, MOFSL 
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States’ spending grew at a slower pace in 3QFY20…: As states’ receipts were 
supported by the center’s grants-in-aid, its spending continued its strong growth at 
9.4% YoY in 3QFY20, albeit at a slow pace compared to 16.6% growth a quarter ago 
(Exhibit 10). Total spending of states grew only 9.1% YoY in 9MFY20, weaker than 
13.0% a year ago but much better than 7.4% in FY18. Notably, despite considerable 
slowdown in spending growth, states managed to achieve 59% of FY20BE, only 
marginally lower than what was achieved during the same months last year, 
reflective of the high spending in the previous two quarters of FY20 (Exhibit 11).   

Exhibit 10: States spending too was slower in 3QFY20… Exhibit 11: …resulting in slower growth in 9MFY20 

Apr-Dec for respective years              Source: CAG, CGA, SFMs, MOFSL 

A comparison of total spending of individual states in 9MFY20 with that in 9MFY19 
suggests that total spending as a percentage of the BEs increased in only 8 out of the 
18 states (CT, HR, HP,JH, KA, MH, TS and TN) (Exhibit 12). The highest spender so far 
has been HR followed by TN and CT at 67.8%, 66.1% and 65.2%, respectively. All 
states, except AP and PB, have spent more than 50% of their targeted spending 
(FY20BE) so far during the year.  

Exhibit 12: Total spending of individual states in 9MFY20 vis-
à-vis 9MFY19 

 

April-December for respective years 

Exhibit 13: Total spending of general government saw 
stronger growth on robust central government spends 

  Source: CAG, CGA, SFMs, MOFSL 

Similarly, although growth of central government receipts slowed down, its 
spending grew rather fast at 15.2% YoY in Apr-Dec’19, led by robust capital spending 
by the central government. As a result, total spending of the general government 
actually increased 12.1% YoY in the 9 months ending Dec’19, thus achieving 67.2% 
of FY20BE, similar to that of the previous year but lower than 68.5% achieved in 
FY18 (Exhibit 13).  
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…with the axe falling on capital spending: Contrary to the trend seen in central 
government finances, states’ capital spending declined and revenue spending grew 
at a decent pace in 3QFY20. While capital spending of states declined 7.5%, revenue 
spending grew 12.5% in 3QFY20 (albeit slower than 16.7% in 2QFY20 but way higher 
than just 1% in 1QFY20) (Exhibit 14). Consequently, capital spending incurred by 
states actually declined 0.4% YoY in 9MFY20 and revenue spending, although slower 
than a year ago, grew fairly well at 10.4% YoY (Exhibit 15).  

Exhibit 14: States majorly cut their spending on the capital 
side in 3QFY20… 

Source: CAG, SFMs, MOFSL 

Exhibit 15: …leading to an overall 0.4% decline in capital 
spending in 9MFY20 

April-December for respective years 

Conclusion: Fiscal spending growth in 4QFY20 to be much slower 
Notwithstanding the first contraction in 8 years in total receipts of the general 
government (center + 18 states), spending growth of 13.2% YoY was remarkable in 
3QFY20. This suggests that the governments – center and states – have front-loaded 
their spending in FY20, supporting growth in 1HFY20. 

As discussed earlier, government spending has been a key supporter of economic 
growth in the past many years. However, unrealistic tax assumptions imply that 
spending cuts are inevitable in 4QFY20 – same as in the past 2 years. Although the 
central government has reduced its receipts by INR1.5t in FY20 RE (revised 
estimates), we believe that there could still be a shortfall of INR900b this year. 
Further, since the center has revised down the devolution to states by as much as 
INR1.5t in FY20, states will definitely feel the heat in 4QFY20. Since the center has 
guaranteed ~14% growth in tax collection for states till 2021-22, the former has to 
bear a larger burden of the economic slowdown compared to the latter. In all 
certainty, thus, fiscal spending growth in 4QFY20 should be much lower. 
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Appendix 

Exhibit 16: State-wise details of growth in tax collections, revenue expenditure and capital expenditure (% YoY)# 

(% YoY) 
Tax collection Core revenue spending Capital Outlay 

FY19 FY20 FY19 FY20 FY19 FY20 
Andhra Pradesh (AP) 21.9 (10.9) 15.2 (1.1) 18.4 (64.9) 
Chhattisgarh (CT) 12.8 1.3 9.9 18.8 (4.3) (8.6) 
Gujarat (GJ) 14.1 (3.0) 12.6 13.3 32.6 (5.5) 
Haryana (HR) 5.0 0.1 3.6 19.0 26.5 9.3 
Himachal Pradesh (HP) 4.7 2.4 12.5 7.2 4.3 55.2 
Jharkhand (JH) 19.8 7.4 (3.4) 18.9 (6.0) 14.2 
Karnataka (KA) 12.2 2.7 7.4 15.6 6.7 14.9 
Kerala (KL) 13.4 0.8 12.8 (6.6) 9.7 27.0 
Madhya Pradesh (MP) 10.5 5.2 21.3 1.1 18.2 16.1 
Maharashtra (MH) 14.5 2.9 7.2 27.3 (4.8) 41.7 
Odisha (OR) 9.2 3.0 26.5 24.2 13.7 (22.6) 
Punjab (PB) 3.9 (11.7) 13.6 1.9 32.4 (17.8) 
Rajasthan (RJ) 14.6 2.1 28.3 5.7 43.6 (24.1) 
Tamil Nadu (TN) 16.0 3.4 9.6 5.8 (18.7) (13.0) 
Telengana (TR) 14.7 0.9 17.1 8.2 24.7 29.9 
Uttarakhand (UK) 17.4 (1.3) 12.5 8.0 (1.7) (18.7) 
Uttar Pradesh (UP) 19.5 (0.3) 7.7 10.4 80.6 7.0 
West Bengal (WB) 25.4 8.7 5.8 8.1 13.4 (0.8) 
18 state governments 14.9 1.0 12.3 10.5 19.0 (0.4) 
Central government 4.0 (3.4) 10.2 19.2 (10.5) 20.6 
General Government* 9.8 (0.9) 11.3 14.6 2.4 9.9 
# April-December period *Center+18 states                Source: CAG, SFMs, CGA, MOFSL 
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