Samyak

An Institute For Civil Services

Model Answer

Que. Explain the components of revenue receipts and revenue expenditure in the Union Budget.

How do they impact fiscal stability in India?
Revenue receipts and revenue expenditure are crucial components of the Union Budget, reflecting the
government’s financial health. Revenue receipts include income earned by the government through
taxes and non-tax sources, while revenue expenditure refers to spending that does not create assets
but is necessary for governance and welfare. Maintaining a balance between these components is
essential for fiscal sustainability.

Revenue Receipts: Sources and Components
Revenue receipts are divided into two categories:
A. Tax Revenue (Major Source of Government Income)
o Direct Taxes: Income Tax, Corporate Tax
e Indirect Taxes: Goods and Services Tax (GST), Customs Duty, Excise Duty
o Latest Data: As per the Union Budget 2023-24, gross tax revenue is projected at ¥33.61 lakh
crore.
B. Non-Tax Revenue
o Dividends and Profits: Earnings from Public Sector Undertakings (PSUs), Reserve Bank of
India (RBI) surplus transfer.
o Interest Receipts: From loans given to states or other entities.
o Fees and Fines: Passport fees, spectrum auction revenue, penalties, etc.
e Grants-in-Aid: Receipts from foreign institutions or other governments.

Revenue Expenditure: Nature and Categories
Revenue expenditure refers to recurring expenses required for the functioning of the government.
These do not result in asset creation but are essential for governance and welfare.

Major Components of Revenue Expenditure
e Interest Payments:
o The largest component of revenue expenditure.
o Budget 2023-24 allocated %10.8 lakh crore for interest payments, nearly 40% of
revenue receipts.

e Subsidies:
o Food Subsidy (X1.97 lakh crore) — Allocation for NFSA (National Food Security
Act).

o Fertilizer Subsidy (1.75 lakh crore) — To aid farmers.
o Petroleum Subsidy — To support LPG and kerosene affordability.
e Salaries, Pensions, and Administrative Expenses:
o Government employee wages and pension commitments.
o Armed forces and civil pension expenditures.
e Grants to States & Union Territories:
o Financial assistance to states for centrally sponsored schemes.
e Social Sector Spending:
o Health, education, rural employment (e.g., PM Poshan, MGNREGA).

Impact on Fiscal Stability
e Revenue Deficit: When revenue expenditure exceeds revenue receipts. Budget 2023-24
estimated a revenue deficit of 2.9% of GDP.
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o Fiscal Deficit: Persistent revenue deficits force the government to borrow, increasing the
fiscal deficit. The fiscal deficit target is 5.9% of GDP for 2023-24.
e Need for Fiscal Prudence:
o Rationalizing subsidies to reduce unnecessary expenses.
o Expanding the tax base through better compliance and digitization.
o Enhancing non-tax revenue (e.g., asset monetization).

Conclusion

Revenue receipts and revenue expenditure define the government’s fiscal space and policy flexibility.
A balanced revenue structure is essential for sustainable economic growth. The government’s focus
on tax reforms, expenditure rationalization, and FRBM Act guidelines ensures fiscal discipline.
Reducing revenue deficit while ensuring welfare spending remains a key challenge for policymakers.
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