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P R E F A C E 

 

 

In terms of the provisions of Sub-section (2-a) of section 8 of Odisha Fiscal 

Responsibility and Budget Management Act, 2005 (Odisha FRBM Act, 2005), the 

State Government are required to entrust an agency, independent of the State 

Government interference, to make a review of compliance to the provisions of 

the Act and submit a report and cause it to be laid before the State Legislature.  

 

In compliance with the said provisions of Odisha FRBM Act, 2005, the task 

of independent review of State’s finances for the year 2015-16 was assigned to 

the National Institute of Public Finance and Policy (NIPFP), New Delhi, a national 

level institute engaged in the study and research in public finance and public 

policy. It is an independent non-Government Institution engaged in the pursuit of 

research in public economics and policies.  

 

NIPFP assigned the task to Dr. Pratap Ranjan Jena, Associate Professor of 

the Institute. In course of the review, the expert visited Bhubaneswar and had 

interaction with senior officials of the State Government Departments including 

Finance Department. The National Institute of Public Finance and Policy 

submitted the review report on 01st December, 2017.  

 

I deem it to be a privilege to lay the report in the Legislative Assembly. 

 

 

 

Bhubaneswar  
 

March, 2018      (Shri Shashi Bhusan Behera) 

  Minister, Finance  
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1. Introduction 

 The fiscal year 2015-16 brought in significant changes in fiscal architecture 

relating to the Central transfers to the sub-national Governments in India. These changes 

had their impact on policy responses and fiscal management practices of the States. The 

recommendations of the 14
th

 Finance Commission (FFC) to increase the tax devolution to 

a high of 42 percent of all the Central taxes led to changes in the pattern of Central 

transfers to the States. The FFC considered tax devolution to be the primary route of 

transfer of resources to States. This mode of transfer of resources is untied in nature, 

giving flexibility to the States to take policy decisions based on their spending priorities. 

While the Commission recommended for revenue deficit grant to some States after 

assessing their post-devolution revenue deficits, derived from their projected fiscal 

capacities and needs, it refrained from giving specific-purpose grants. The only grants 

awarded by the Commission were disaster relief grants and grants for local bodies. 

 

Consequent upon the enhancement of the share of the States in the Central 

divisible pool from the current 32 percent to 42 percent, Central Assistance to State Plans 

was restructured. As the rise in tax devolution by 10 percentage points reduced the net 

revenues of the Central government, restructuring of plan grants to the States was 

undertaken in the 2015-16 budget to accommodate higher tax devolution. The Central 

Government subsumed Normal Central Assistance (NCA), Special Plan Assistance, 

Special Central Assistance in the FFC award and delinked eight schemes like  National e-

Governance Plan, the Backward Regions Grant Fund (BRGF), the Rashtriya Krishi Vikas 

Yojana (RKVY) etc. from Central funding. Thus, the increment in tax devolution 

signifies a change in composition of Central transfers, as the plan grants to the State 

budget have been removed leaving mostly the CSS funds. The Central Government also 

restructured the CSS based on the recommendations of the subgroup of chief ministers in 

2016-17. 

 

 A perceptible change was witnessed in the fiscal management at the sub-national 

level in 2015-16, due to the changes in the Central transfer system. While the States 

received higher tax devolution, the loss of plan grants required reorganization of the 

spending pattern. The policy choices to fund the existing plan schemes from the untied 

tax devolution or redesigning the spending priorities created interruptions and some 

uncertainties in fund flows to various programs and projects. Although the routing of CSS 
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funds through State budgets started in 2014-15, uncertainties and unpredictability 

regarding the flow of funds from CSS persisted, and the discontinuance of plan grants and 

impending CSS restructuring created confusion in the fund flow to programs.  

 

The independent review of the compliance of the State to Odisha Fiscal 

Responsibility and Budget Management Act (FRBM), 2005, assumes significance in a 

post Planning Commission era. The independent review/monitoring of compliance of the 

provisions of the Act was introduced in the Act of the State after the recommendations of 

the 13th Finance Commission in this regard. This is considered desirable in the 

management of the fiscal rules and it helps in improving the credibility and transparency 

of the fiscal policy. In addition to examining the compliance to the prescribed fiscal 

targets in the Act, the review report evaluates the fiscal trends achieved during the year as 

against the budget projections contained in the rolling fiscal targets worked out in the 

Medium Term Fiscal Policy (MTFP) presented along with the budget.  The report also 

assesses the desired fiscal management principles contained in the FRBM Act of the State 

to achieve the fiscal targets and transparency measures.  

 

Odisha holds an impressive record of adherence to the fiscal rules since its 

adoption. The State managed to come out of the severe fiscal imbalance witnessed during 

late nineties and early 2000s and reduced the fiscal deficit and stabilized the debt burden. 

Over the years, the Compliance report monitored the fiscal policy stance of the 

Government of Odisha and reviewed the spending pattern keeping the principles of the 

FRBM Act in view. Efforts have been made to create an enabling environment by 

emphasizing on improved spending practices as compared to the earlier practice of a 

restrained and conservative fiscal stance. 

  

The report is organized as follows. Section 2 provides an overall assessment of 

macroeconomic outlook and sectoral composition of GSDP. The Section 3 contains 

analysis on state finances in recent years. Compliance of the State Government to the 

fiscal targets and fiscal management principles under the Odisha FRBM Act are covered 

in Section 4. Issues related to revenue mobilization and expenditure pattern for the year 

2014-15 as compared to the budget provisions are analyzed in Section 5. Concluding 

observations are contained in Section 6. 
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2. Macroeconomic Outlook 

 A stable growth process helps developing sound fiscal strategy and ensures 

predictability of flow of funds in the budget implementation process. The ability of the 

Government to develop robust fiscal forecasts is crucial to support the development 

oriented fiscal strategy. It is also important to assess the government’s capacity to 

estimate the fiscal impact of potential changes in economic circumstances. The growth of 

the economy is an important indicator for revenue generation effort of the State 

Government. Getting an unbiased picture of resource envelope helps in taking appropriate 

resource allocation decisions in the budget.  

 

 The Central Government fixes the borrowing limit of the State by assuming a 

GSDP growth rate, which is usually based on the assumptions made by the Central 

Finance Commission. The borrowing limit in recent years is linked with the fiscal deficit 

limit stipulated the FRBM Act. The tax buoyancy derived based on the growth of the 

State income is an important indicator of the tax capacity of the Government. The MTFP 

of the State outlines the growth perspectives while analyzing the fiscal prospects in the 

medium term. 

 

After the change in the methodology and in base of the GDP series to 2011-12, the 

GSDP series is available since 2011-12 (Table 1). The GSDP growth rate during 2014-15 

and 2015-16 remained at the same level of 6 percent, which was below the growth rate of 

8.73 percent recorded in 2013-14. The GSVA growth in 2015-16 was at 5.20 percent. 

This level of growth rate seems to be favorable as compared to the old series of GSDP 

until 2013-14.   

 

The GSVA by economic activities since 2011-12 shows that the relative share of 

agriculture has declined from about 18 percent in 2011-12 to 15 percent in 2015-16 

(Table 2). The value added from mining and quarrying remained more or less at the level 

of 12 percent. The sector contribution to the GSVA shows that, the relative share of 

manufacturing has increased from 18.96 percent to 20.22 percent during this period. 

Despite this growth, the share of overall secondary sector that includes electricity and 

construction activities remained more or less same. It was the service sector, which has 

shown a higher growth in terms of its relative share from 39 percent in 2011-12 to 42.65 
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percent in 2015-16. While agriculture sector is usually out of the tax net, the growth in 

manufacturing sector shows some promise for better tax effort. The collection of service 

tax is in the hand of the Central government out of which the State gets a share. The 

introduction of GST would change this pattern. 

 

Table 1 

Key Aggregates of State Domestic Product (Constant Prices) 

Item 
Growth over previous year (in %) 

2012-13  2013-14 2014-15  2015-16  2016-17 

Gross State Value Added  4.52 8.34 5.60 5.20 7.49 

Taxes on Products 5.19 5.68 8.63 8.06 8.30 

Less Subsidies on Products 3.81 -6.77 1.78 -10.94 -5.65 

Gross State Domestic Product  4.61 8.73 6.00 6.01 7.94 

Consumption of Fixed Capital 1.13 21.09 8.85 6.34 6.64 

Net State Value Added  4.99 6.61 5.10 5.02 7.63 

Net State Domestic Product  5.07 7.15 5.58 5.96 8.14 

Source: Central Statistical Office, GoI 

 

 

Table 2 

Composition of GSDP (Constant Prices) 

Economic Activity 
Percentage Share 

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 

Agriculture, Forestry and Fishing 17.96 19.89 17.40 17.94 14.72 15.67 

Mining and Quarrying 12.20 11.22 12.75 10.74 11.96 11.36 

Primary 30.16 31.10 30.15 28.68 26.68 27.03 

Manufacturing 18.96 17.62 19.52 20.41 20.22 19.98 

Electricity, Gas, Water Supply & Others 2.30 2.41 2.07 2.17 2.28 2.26 

Construction 9.49 8.86 8.72 8.27 8.17 7.84 

Secondary 30.74 28.89 30.31 30.85 30.67 30.09 

Trade, Repair, Hotels and Restaurants 9.38 9.98 9.87 10.42 11.21 11.18 

Transport, Storage, Communication  6.21 6.56 6.47 6.77 7.21 7.34 

Financial Services 3.67 3.96 3.78 3.92 4.07 4.08 

Real estate 7.86 7.78 7.61 7.68 8.07 8.06 

Public Administration and Defence 3.98 4.05 5.04 4.44 4.38 4.42 

Other Services 8.01 7.67 6.77 7.24 7.71 7.79 

Tertiary 39.09 40.00 39.54 40.47 42.65 42.88 

TOTAL GSVA at Basic Prices 100.00 100.00 100.00 100.00 100.00 100.00 

Source: Central Statistical Office, GoI 
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3. Overview of State Finances 

The cautious approach in the fiscal policy of the State that resulted in very low 

deficit and low borrowing for many years had its impact on the resource allocations, 

particularly on priority sector spending and capital outlays. However, there has been 

significant change in State finances in recent years, and the fiscal year 2015-16 reflects 

this shift in fiscal policy management.  During the post FRBM Act, the State managed to 

generate revenue surplus, and reduced the fiscal deficit and the debt burden relative to the 

GSDP. The fiscal deficit has remained less than one percent of the GSDP in most of the 

years during 2005-06 to 2010-11, after which it turned out to be surplus for next two 

years (Figure 1). The fiscal surplus, where the revenue surplus exceeds the capital outlay, 

leads to negative net borrowing.  It was only in 2013-14, the fiscal deficit increased to 1.7 

percent of the GSDP riding high on enhanced capital outlay. This trend was further 

strengthened in 2014-15, when the fiscal deficit increased to 1.6 percent of GSDP due to 

rise in capital outlay.  

Figure 1 

Key Fiscal Variables 

 

In the fiscal year 2015-16, the focus on capital spending has increased further, 

which increased to 5.03 percent of GSDP as compared to 3.52 percent in the previous 

year. The Government went for larger capital expenditure and expanded the borrowing 

program. The fiscal deficit, however, remained low at 2.07 percent due to large surplus in 
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the revenue account. Despite concerns raised by the CAG in their report on State finances 

relating to high growth of borrowing, the overall debt burden remains lower than the 

stipulated target.  

 

 The previous review reports, while pointing out to the healthy bottom line 

exhibited by the State finances in the post FRBM Act period  in terms of low fiscal deficit 

and revenue surplus, indicated the inadequacy of stepping up the financing in the priority 

sectors. The surpluses/deficits are not the only indicators of a robust public financial 

management in the State. The underlying fiscal variables may have different implications 

for the prospects of the State and its citizens. Here in this report, we shall review the 

achieved fiscal trends to get a reasonable idea of the implications of the observed fiscal 

stance of the State Government. 

  

The broad fiscal trends since 2011-12 show that there was an enhanced fiscal 

activity in the year 2015-16 as percentage to the GSDP, in terms of higher revenue 

receipts and spending both in revenue and capital outlays (Table 3). The aggregate 

revenue receipts, which showed a revival in 2014-15 as against the previous year, 

improved significantly to 20.16 percent to GSDP. This accounts for about 2.5 percentage 

points rise over the previous year. The rise in revenue receipts was more due to the rise in 

Central transfers than the own revenues. While the own revenue expanded by about 0.5 

percentage points over the previous year, the upturn in Central transfers was as high as 2 

percentage points relative the GSDP. The Central transfers, which formed 8.94 percent of 

GSDP in 2011-12, increased to 11.03 percent in 2015-16, and most of it was due to the 

rise in tax devolution. Year-on-year growth of revenue receipts in 2015-16 was 21 percent 

riding high on a growth of 29.5 percent in Central transfers. 

 

Higher revenue receipts helped the State Government to expand the resource 

allocation in social and economic sectors. While the Government over the years kept firm 

control over the revenue expenditure, which remained below 16 percent of GSDP until 

2014-15, it was increased to 17.20 percent in 2015-16. The rise in revenue expenditure 

was due to expanding spending on social and economic sectors. The capital outlay 

witnessed significant jump in 2015-16. While there has been an upswing in capital outlay 
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since 2013-14, the rise in 2015-16 was remarkable. It increased to 5.03 percent relative to 

the GSDP in 2015-16 as against 3.52 percent in the previous year. The rising capital 

expenditure seems to indicate that the Government has pursued a strategy of utilizing the 

fiscal space created by the fiscal prudence practiced in the previous years. 

 

With regard to the fiscal space, if seen in terms of revenue surplus or level of 

fiscal deficit below the permitted level, Odisha was still in a comfortable position in 

2015-16 (Table 3). The revenue surplus at about 3 percent of GSDP in 2015-16 was at its 

peak since 2011-12. Higher revenue surplus and a rise of fiscal deficit from 1.70 percent 

in 2013-14 to 2.07 percent facilitated the surge in capital outlay. The rise in fiscal deficit 

indicates a larger borrowing program, which pushed the debt stock up to 15.21 percent in 

2015-16 as against 13.11 percent in 2014-15. In fact, this is the first year, when the net 

debt stock showed an increase as compared to the falling trend witnessed since 2011-12. 

The higher deficit and consequent borrowing notwithstanding, the debt stock in 2015-16 

was still much lower than the limit envisaged as prudent under the FRBM Act.   

Table 3 

Broad Fiscal Trends 
        (% of GSDP) 

Heads 2011-12 2012-13  2013-14  2014-15 2015-16 

Total Revenue Receipts 17.67 17.01 16.78 17.70 20.16 

Own Tax Revenues 5.90 5.82 5.79 6.16 6.59 

Own Non-Tax Revenues 2.83 3.13 2.87 2.51 2.55 

Central Transfers  8.94 8.06 8.12 9.04 11.03 

Tax Devolution 5.37 5.41 5.23 5.03 6.90 

Grants-in-Aid 3.58 2.66 2.89 4.01 4.13 

Revenue Expenditure 15.21 14.80 15.64 15.88 17.20 

General Services 4.80 4.81 4.69 4.51 4.40 

Interest Payment 1.22 1.28 0.99 0.87 0.98 

Pension and Misc. General Services 2.09 2.08 2.04 1.99 1.86 

Social Services 6.29 5.80 6.42 6.51 7.21 

General Education 2.92 2.73 2.84 3.05 3.23 

Medical and Public Health 0.50 0.57 0.56 0.78 0.87 

Economic Services 3.83 3.95 4.22 4.60 5.32 

 Assignment to LBs 0.29 0.25 0.31 0.25 0.27 

Capital Expenditure 2.19 2.21 2.73 3.52 5.03 

Revenue Deficit -2.46 -2.21 -1.14 -1.82 -2.96 

Fiscal Deficit -0.27 0.00 1.59 1.70 2.07 

Outstanding Debt 16.93 14.71 13.26 13.11 15.21 

Source: Finance Accounts of relevant years 

Note: Negative sign in deficit indicates surplus 

         Outstanding debt includes public debt and small savings, provident fund 
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3.1 Own Revenues  

The own revenue of the State has shown growth during this period, and the own 

tax revenue grew by 13.61 percent in 2015-16 over the previous period. The relative share 

of total own revenue of the State, however, has declined as compared to the Central 

transfers. The surge in tax devolution in 2015-16, was also a factor for rise in share of 

Central transfers.  The own tax revenues did not increase more than they actually did, 

failing to reach 5.79 percent of GSDP in 2013-14 as against 5.9 percent in 2011-12. It 

started rising after that and reached at 6.59 percent in 2015-16. The non-tax revenue 

collected in the State, mostly from mining activities has not shown much growth as 

percentage to the GSDP. The own revenue receipts increased by Rs.11,352 crores  

between 2011-12 and 2015-16, which accounts for a change of 0.4 percentage points 

relative to the GSDP. The Central transfers have always constituted a significant portion 

of the revenue receipts of the State.  

 

Figure 2 

Composition Revenue Receipts  

 

 

 

Although, the non-tax revenue is an important source of revenue for the 

Government of Odisha, revenue mobilization effort is usually directed towards tax 

revenues. The State taxes at a disaggregated level are discussed here to assess the revenue 

mobilization in recent years, and particularly in the fiscal year 2015-16. The own taxes 
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or less same in recent years.  
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Table 4 

Own Tax Revenues in Odisha  
        (% of GSDP) 

 

2011-12 2012-13 2013-14 2014-15 2015-16 

Own Tax  Receipts 5.90 5.82 5.79 6.16 6.59 

Sales Tax 3.60 3.75 3.68 3.67 3.83 

State Excise  0.61 0.58 0.61 0.63 0.74 

Motor Vehicle Tax 0.35 0.29 0.29 0.28 0.31 

Goods and Passengers 0.58 0.52 0.55 0.53 0.49 

Tax on Duties on Electricity 0.24 0.23 0.23 0.54 0.35 

Land revenue 0.23 0.16 0.15 0.20 0.17 

Stamp Duty  0.22 0.21 0.21 0.25 0.63 

Taxes on Profession 0.06 0.05 0.05 0.05 0.05 

Other Taxes 0.03 0.03 0.02 0.01 0.01 

Source: Finance Accounts of relevant years 

 

The sales tax collection has increased from 3.60 percent of GSDP in 2011-12 to 

3.83 percent in 2015-16, depicting a slow growth (Table 4). While the sales constituted 

about 61 percent of the own tax revenue in 2011-12, it came down to 58 percent 2015-16. 

The VAT seems to have been stabilized in the State after a steady improvement. It has 

been growing at about 10 to 11 percent in last three years.  The reduced mining activities 

after the restrictions and falling oil prices affected the growth of sales tax collection in the 

State. The State excise, motor vehicles, and stamp duty have shown some improvement in 

2015-16 as percent to the GSDP.  The individual taxes with relatively low revenue 

significance such as electricity duty, land revenue and profession tax exhibit poor 

buoyancy. While State taxes in aggregate helped the overall revenue receipts to rise, there 

contribution in 2015-16, has been moderate.   

 

 The relative share of the Central transfers has increased from 50.62 percent of 

total revenue in 2011-12 to 54.69 percent in 2015-16, a 4 percentage points rise. This has 

fuelled the total revenue receipts of the State. In absolute amount, the rise was from 

Rs.20,381 crores to Rs.37,703 crores. As is well known by now, the rise in share in 

Central taxes has contributed more to the total revenue of the State in 2015-16. The 

grants-in-aid, share of which was declining, got a boost in State budget after the direct 

routing of all CSS through the State exchequer. Post 14
th

 FC recommendation, when the 

plan grants have dried up, the grants have shown a marginal rise from 4.01 percent in 

2014-15 to 4.13 percent in 2015-16 relative to the GSDP (Table 3).  
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3.2 The Expenditure Trends  

The Government of Odisha exercised firm control over spending both when they 

had resource constraints and when they had comfortable fiscal space. The total revenue 

expenditures have generally remained within a band of 14-16 percent of GSDP. In 2015-

16, the revenue expenditures increased to 17.20 percent. This rise in revenue expenditure 

did not have any disruptive effect as the fiscal deficit remained way below the 3 percent 

target of the FRBM Act. The comfortable resource position allowed the State 

Government to expand the spending plan.    

The composition of revenue expenditure indicates that the spending on social and 

economic services have been growing in the State (Table 5). These are the priorities. The 

spending on social services shows a steady rise from 6.29 percent in 2011-12 to 7.21 

percent in 2015-16 relative to the GSDP. The composition of the social services indicates 

increment in 2015-16. The trend of the public health spending, however, remains low as 

percentage to the GSDP, which hold good at Union level and for other States also. The 

share of general services has shrunk due to decline in interest payment and to some extent 

the pensions. The economic services registered a growth from 3.83 percent of GSDP in 

2011-12 to 5.32 percent in 2015-16. While the relative share of general services came 

down from 31.53 percent in 2011-12 to 25.61 percent in 2015-16, the share of social 

services has increased from 41.37 percent to 42 percent.  

Table 5 

Composition of Revenue Expenditure 
  (% of GSDP) 

 

2011-12 2012-13 2013-14 2014-15 2015-16 

Revenue Expenditure 15.21 14.80 15.64 15.88 17.20 

General Services 4.80 4.81 4.69 4.51 4.40 

  Interest Payment 1.22 1.28 0.99 0.87 0.98 

  Pension and Misc. General Services 2.09 2.08 2.04 1.99 1.86 

  Other General Services Excluding Salary 1.49 1.45 1.66 1.65 1.57 

Social Services 6.29 5.80 6.42 6.51 7.21 

  General Education 2.92 2.73 2.84 3.05 3.23 

  Medical and Public Health 0.50 0.57 0.56 0.78 0.87 

  Water,  Sanitation, Housing & Urban  0.39 0.43 0.54 0.59 0.90 

  Welfare of SC, ST and OBC 0.43 0.46 0.46 0.44 0.54 

  Social Welfare and Nutrition  1.82 1.37 1.86 1.43 1.47 

  Other Social Services 0.24 0.24 0.16 0.22 0.18 

Economic Services 3.83 3.95 4.22 4.60 5.32 

Compensation and Assignment to LBs 0.29 0.25 0.31 0.25 0.27 

Source: Finance Accounts of relevant years 
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 Although increased flow of funds due to direct routing of CSS could be one 

reason for enhanced level of spending witnessed in social and economic services, the 

trend has been unambiguous in recent years. The second issue in this context is the level 

of committed expenditure, which is contractual, committed, and pre-determined in nature, 

to assess the trends. The expenditures on wages and salary, pension payments, and 

interest payment are considered as committed expenditure. While the rising share of 

committed expenditure will show an elevated level of spending in various sectors, in 

reality it reduces the flexibility available to the Government in taking spending decisions 

in a prioritized manner.  The share of committed expenditure in revenue expenditure of 

Odisha, which was shrinking until 2014-15, shows some increase in the fiscal year 2015-

16. From a relative share of 62 percent in 2007-08, the committed expenditure came 

down to about 44 percent in 2014-15 (Figure 3) to rise to 48 percent in 2015-16. This was 

due to rise in salary spending in 2015-16.   

Figure 3 

Committed Revenue Expenditure 

 

 

  

One of the major shifts in the fiscal policy management in the State has been the 

boost given to the capital outlay. For a long time, particularly after the implementation of 

the FRBM Act, the capital outlay remained low. This was not only due to the fiscal 

exigency to keep the deficits low; there were structural problems that hindered the 

implementation of high value projects. The share of capital expenditure remained 
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relatively low until 2012-13 after which it had started showing improvement. The share of 

capital expenditure witnessed a sharp rise in 2015-16, as it increased to 22.52 percent. 

This is almost double of the level spent in the year 2011-12.  

Table 6 

Relative Share of Revenue and Capital Expenditure 

 

Heads 2011-12 2012-13 2013-14 2014-15 2015-16 

Revenue Expenditure 88.52 87.18 85.47 82.20 77.48 

Capital Outlay 11.48 12.82 14.53 17.80 22.52 

 

While it is acknowledged that public investment contributes to growth process 

more directly, it is important to finance the identified public investments with high social 

returns.  The investment projects need to meet financial feasibility constraints with 

adequate rates of return to service the additional debt. It has been a positive development 

in Odisha that the share of capital outlay has registered an increase in recent years. While 

the capital outlay increased from 2.20 percent in 2007-08 to 3.44 percent in 2014-15, it 

made a sharp increase in 2015-16 to 5 percent of GSDP (Figure 4). The increase in 2015-

16 is particularly noticeable.  Given the prerequisite of the capital outlay in sustainable 

growth, the Government should carefully undertake the investment management with 

efficient mechanism for appraisal, selection, costing, and monitoring of public investment 

projects.  

Figure 4 

Capital Outlay  
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3.3 Outstanding Debt  

The debt management process in Odisha involved keeping the debt stock low and 

this lined up well with the low deficit regime that came into being after the 

implementation of the fiscal rules. The Government, referred in the previous years’ 

review reports, prepaid some of the costly loans to further ease up the interest outgo. As a 

result, the debt stock remained lower than the FRBM Act limitations.  Outstanding public 

debt and other liabilities as percentage to the GSDP came down sharply from 18.64 

percent in 2011-12 to 15.68 percent in 2014-15 (Table 7).  While the aggregate debt and 

liabilities continued to decline as percentage to the GSDP, the internal debt increased in 

2014-15 due to the revival of capital outlay. This process continued in the fiscal year 

2015-16 for which the total stock of debt and liabilities increased to 17.48 percent of 

GSDP. 

Table 7 

Outstanding Liabilities 

  (% of GSDP) 

  
2011-

12 
2012-

13 
2013-

14 
2014-

15 
2015-

16 

Public Debt 10.80 9.03 7.99 8.34 9.87 

Internal Debt  7.61 6.24 5.51 6.13 7.76 

Market Loans 2.24 1.47 1.00 1.42 2.38 

Special Securities issued to NSSF  3.72 3.33 3.08 3.13 3.41 

Loans from Financial Institutions 1.21 1.30 1.35 1.54 1.96 

Others 0.43 0.13 0.08 0.04 0.01 
Loans and Advances from the Central 
Government 

3.19 2.79 2.48 2.21 2.12 

Loans for Plan Schemes 3.16 2.76 2.46 2.20 2.11 

Other Liabilities 7.83 7.75 7.34 7.34 7.60 

Small Savings, Provident Funds etc. 6.13 5.68 5.26 5.10 5.34 

Reserve Funds 0.14 0.08 0.02 0.10 0.18 

Deposits 1.57 2.00 2.05 2.14 2.08 

Total Public Debt and Other Liabilities 18.64 16.78 15.33 15.68 17.48 
Source: Finance Accounts of relevant years 

 

 

4. Assessment of Compliance to the Provisions made in the State FRBM Act 

 The Fiscal rules have become crucial element of the fiscal management in the 

country. While the FRBM Act aimed at providing guiding principles for fiscal 

management along with prescribing mandatory fiscal targets, the latter continues to hold 

sway and the trends of deficit and level of debt are considered to be the major 

benchmarks to qualify the fiscal policy. The State Governments have been more 
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successful in adhering to the fiscal targets all these years, and the State of Odisha is a 

shining example in this context. The State managed to come out of severe fiscal 

imbalance position in late nineties and early 2000s, to achieve a surplus in the revenue 

account, reduce fiscal deficit to low level (sometimes get fiscal surplus), and reduce level 

of liabilities.  

 

 The FRBM Act of the State was implemented to “provide for the responsibility of 

the State Government to ensure prudence in fiscal management and fiscal stability by 

progressive elimination of revenue deficit and sustainable debt management consistent 

with fiscal stability. Greater transparency in fiscal operations of the Government and 

conduct of fiscal policy in a medium term fiscal framework and for matters connected 

therewith or incidental thereto” (Odisha FRBM Act, 2005).  

 

 While the Act prescribes targets to measure the prudence in the fiscal 

management, the principles of fiscal management are guiding in nature. Establishing 

fiscal transparency, expecting to conduct of fiscal policy following a medium term 

framework, improving predictability in tax system, and improving institutional measures 

have always remained avowed objectives of a public financial management system. 

Although these objectives are crucial given the level of functional responsibilities at a 

sub-national level, there can be progress in achieving these in a coordinated manner 

between the Union and the State Governments. The FRBM Act in India is more about 

fiscal targets and its success to determine the macroeconomic stability. The reform of 

public financial management systems in the country, although acknowledged and 

initiatives were taken based on the recommendation of the expert committees, the process 

will continue as work in progress.   

 

4.1 Major Features of the FRBM Act 

 The FRBM Act and its rules are more or less similar across the States in India. 

However, a scrutiny of the Act will give some State specific features.  The major 

provisions of the Odisha FRBM Act are as follows; 

I. Present a Medium Term Fiscal Plan (MTFP) 

II. Undertake appropriate fiscal management principles indicated in the Act to 

achieve the targets 
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III. Achieve fiscal targets relating to deficit, stock of debt, interest payment, and 

salary level 

IV. Take suitable measures to ensure greater transparency in the fiscal operation.  

 

 The rules associated with the Act further details the requirements, documents to 

be prepared, and the quantitative limits of the fiscal indicators. The rules also stipulate to 

present several statements to provide more information about Government’s activities and 

enhance transparency. These include Statement of disclosures, statement showing 

Government’s response to Finance Commission’s recommendations, statement on 

Government employees, deferred liabilities, and contingent liabilities.    

 

 The Medium Term Fiscal Plan (MTFP) forms the core of the FRBM related 

documents, which is presented by the Government every year along with the budget in 

the State legislature. The MTFP, following mandates of the Act and prescriptions of the 

Rules, contains fiscal policy strategy statement that presents the macroeconomic outlook, 

fiscal policy for the ensuing year, debt management strategy, and any institutional 

changes. The Act also gives the contours of the MTFP. It includes 

a) Three-year rolling targets for revenue deficit, fiscal deficit, and the debt-GSDP ratio – 

for the ensuing year, and for two subsequent years; 

b) The MTFP contains a fiscal plan of the State Government for the ensuing budget year 

and two outward years; the first year of the MTFP projections becomes the budget 

estimates for the ensuing year;    

c) The evaluation of performance of the prescribed fiscal indicators in the previous year; 

d) The strategic priorities of the Government; 

e) The medium term fiscal plan statement as part of the MTFP provides the fiscal stance 

of the State Government with respect to fiscal targets for the ensuing year, revenue 

generation efforts, expenditure plan and consequent borrowing requirements. 

 Does the MTFP present a coherent fiscal strategy of the Government for the 

ensuing budget years, and the impact of the policies included in the budget in the medium 

term? While the MTFP satisfies the requirements of the FRBM Act and contains very 

useful information relating to fiscal outturns, the budgeting has remained an annual 

activity in India. The medium-term framework has not been evolved as a useful budgetary 

instrument yet. The Central Government has taken lead in incorporating the medium term 

expenditure framework (MTEF) through the FRBM Act provisions. However, it is a work 
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in progress and continues to provide projection of expenditure variables across the 

departments. While the MTFP provides a platform to articulate the fiscal policy 

objectives and fiscal constraints in quantitative and qualitative terms and forms the basis 

to assess the fiscal impact of the budget provisions, lot of works need to be done develop 

a meaningful medium-term framework in the budgeting system. In this endeavor, in 

addition to the Finance Department, spending departments have to take lead as 

stakeholders in budget preparation process.  

 

4.2 Fiscal Achievements and Compliance to the FRBM Act Targets: 2015-16 

 Government of Odisha, as per the FRBM Act, is required to achieve the following 

mandatory fiscal targets; 

1. Attaining zero revenue deficit; 

2. Containing the fiscal deficit to 3 percent of GSDP; 

3. Limiting the debt-GSDP ratio to the level fixed by the Central Finance Commission, 

(The FFC gave a limit of 18.37 percent for the year 2015-16 in an illustrative debt-

GSDP ratio series, worked out for their projection of fiscal road map. The FFC, 

however, allowed flexibility in terms of additional fiscal deficit and consequent 

borrowing going up to 0.5 percent of GSDP. One of the conditions for the States is to 

maintain the debt-GSDP ratio at less than or equal to 25 percent in the preceding 

year.) 

4. Limiting the interest payment to 15 percent of the revenue receipts to maintain 

sustainable level of debt stock; 

5. Limiting the debt stock to 300 percent of the total revenue receipt of the State; 

6. Limiting the ratio of salary to State’s own revenue to 80 per cent; and 

7. Limiting the ratio of non-interest committed revenue expenditure to State’s own plus 

mandated revenues to 55 per cent. 

 Post FRBM Act, the State Government adhered to the fiscal targets of the FRBM 

targets. The slow growth of spending, even at the cost of priority areas, reduced the debt 

burden significantly for Odisha. Although the revenue growth was not spectacular, the 

control over spending created a favorable situation for the observance of the fiscal rules. 

The Government of Odisha has remained within the contours of fiscal prudence as 

detailed by the provisions of the FRBM Act. The fiscal policy, however, should be 

calibrated keeping the developmental initiatives that the Government owes to its citizens 

and the macroeconomic stability in consideration.  
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The compliance record of the Government to the FRBM targets is given in Table 

8. The fiscal outcomes for the year 2015-16 reveal that the State Government has 

achieved the numerical fiscal targets stipulated in the FRBM Act.   

 

Table 8 

FRBM Act Targets and Fiscal Achievements during 2015-16 
Percent 

 Targets Achievements 

Revenue deficit(-)/surplus(+) % of GSDP 0 2.96 

Fiscal deficit % of GSDP -3 -2.07 

Total debt stock % of GSDP 25 15.21 

Interest payments % of revenue receipts 15 4.85 

Ratio of debt stock to total revenue receipts 300 75.45 

Ratio of salary to State’s own revenue 80 58.78 

Ratio of non-interest committed revenue expenditure to State’s own 

and mandated revenue 
55 46.06 

 

  

4.3 Fiscal Management Principles 

 The fiscal management principles in Odisha’s FRBM Act, a list of policy 

interventions, are guiding in nature. While many of these principles are specific and can 

be assessed from the working of the budgeting system, some are generic in nature in the 

economic policymaking and have overarching governance objectives. The principles 

enshrined in the FRBM Act state that the State Government should respond appropriately 

to achieve the stipulated fiscal targets relating to deficits and debt. The principles include 

series of guidance in the area of debt management, tax policy, expenditure management, 

and institutional improvements to enhance efficiency. Some of these issues indicated in 

the Act are analyzed here, not as much as an annual budgetary development or pertaining 

to the fiscal year 2015-16, but as they have been evolved during the fiscal rule regime.   

The debt management principles of the FRBM Act require the State 

Government to maintain debt at a prudent level and manage guarantees and other 

contingent liabilities prudently. A related principle calls upon the Government to use 

borrowed funds for productive purposes and create capital assets. As the Central Finance 

Commissions provided a benchmark of debt limit for States as part of their fiscal 

restructuring plan, the limit became the basis to assess the debt sustainability. As we have 

discussed in this report and earlier ones, the State Government has reduced its debt stock 

significantly since the adoption of the FRBM Act. The debt of the State came down much 

lower than the Finance Commission stipulated limit. For instance, in 2014-15 the debt 

stock was at 13.92 percent of the GSDP as against the limit of 29.5 percent. In the fiscal 
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year 2015-16, although the debt stock has increased to 15.25 percent, it remains lower 

than the perceived limit of 25 percent. As discussed, the prudency lies in stabilizing the 

debt burden after taking appropriate fiscal policy decisions to enable development of the 

State. The rising resource allocation to priority sectors and enhancing capital outlay in 

recent years shows encouraging trend for the State.  

 

Regarding guarantees, the principles call upon the Government to restrict the 

guarantee and other contingent liabilities to a specified level and manage it prudently. 

The State Government has been following the recommendations of the Technical 

Committee of Finance Secretaries (supported by the Reserve Bank of India), 2002-03, to 

fix a ceiling on guarantees. There is a limit of 100 percent of the State revenue receipts of 

the second preceding year to fix the total outstanding government guarantees.  There is a 

guarantee redemption fund, which was constituted with the objective of meeting the 

payment obligations arising out of possible default in discharging the debt servicing 

obligations relating to the loans guaranteed by Government. The outstanding guarantee as 

percentage of revenue receipt net of grant-in-aid for the second preceding year has gone 

down to 3.18 percent in 2015-16 (Table 9). 

 
Table 9 

Outstanding Guarantees 

 

Year 

Guarantee 

Outstanding at the 

end of the year 

 (Rs. Crore) 

Guarantee 

Outstanding % of 

Revenue Receipts less 

Grants for the 2nd 

Preceding year 

Guarantee as % of 

GSDP 

2004-05 3823.25 57.59 4.92 

2005-06 3496.19 45.26 4.11 

2006-07 2647.55 27.87 2.60 

2007-08 2168.43 19.00 1.68 

2008-09 1386.4 9.32 0.93 

2009-10 1026.94 5.92 0.63 

2010-11 2066.25 10.62 1.05 

2011-12 2510.43 12.12 1.14 

2012-13 2251.23 8.50 0.90 

2013-14 1705.27 5.31 0.62 

2014-15 1671.77 4.51 0.54 

2015-16 1290.36 3.18 0.39 

Source: Finance Account, GoO, Relevant Years 

 

The fiscal management principles make a strong pitch for conducting the 

budgeting with a medium term perspective, when it calls upon the Government to take 

policy decisions with due regard to their financial implications on future generations. The 
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MTFP and the projection of macro-fiscal variables to track the FRBM Act targets do not 

in practice provide this perspective. Although, the MTFP goes some way, it needs 

coordinated effort from the Finance Department and other spending departments to 

establish a medium term framework.  

 

The principles provide comprehensive policy prescriptions relating to taxes and 

non-taxes.  Maintaining stability and predictability in the level of tax burden, avoiding 

incentives, concessions and exemptions, and pursuing the tax policy with due regard to 

economic efficiency and compliance cost are the core features of any tax policy. FRBM 

Act, however, reiterates these principles. Neither the own tax nor the non-tax revenue has 

shown a sharp rise; as percentage to GSDP both show slow improvement in recent years. 

There have not been many changes in tax rate of the individual State taxes. The VAT 

regime, introduced in 2005, has stabilized in terms of rate and base structure in the State. 

There has been an increase in share of non-tax revenue from 28.41 percent to 34.95 

percent in the own revenue between 2011-12 and 2015-16. Large portion of it comes 

from royalties on mining and quarrying activities, the rate of which is decided by the 

Central Government. Both in tax and non-tax revenue the State Government has not taken 

discretionary measures that could otherwise distort the market behavior and economic 

decisions of the people. 

 

The principles also include broad spectrum of public financial management 

(PFM) objectives like getting value for money from the use of public resources, 

maintaining physical assets, increasing transparency, minimizing fiscal risks associated 

with public sector undertakings (PSUs), realistic budget formulation to minimize the 

deviations during the course of the year, and an appropriate cash management practice. 

PFM solutions are important to improve fiscal discipline, enhance strategic allocations of 

resources, and make the service delivery system efficient. The FRBM Act is one of the 

milestones in this regard, which has become useful as benchmark for fiscal consolidation. 

However, this alone will not be sufficient for the ambitious agenda set forth in the 

principles under the Act. The complex Government systems, PFM processes, and 

institutions need to be improved upon to inculcate efficiency.   

 

The Government has taken several initiatives including introducing outcome 

budget, introducing cash management system, formulating annual maintenance plan and 
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computerization of treasury activities and integrated financial management system 

(IFMS) to strengthen institutional aspects of public expenditure management.  

 

The State Government adopted outcome budget to convert outlays to outcomes. 

This is based on the template provided in the Central outcome budget. The objective of 

the outcome budget to inculcate performance orientation in the budgeting system and 

influence the resource allocation based on the utilization of the performance information 

of the programs has not been served. The outcome budget is still bereft of realistic 

performance information for the programs. The routine nature of producing the outcome 

budget by the departments has not helped the process of utilizing the performance 

information in the programme formation and resource allocation decisions.  However, 

outcome budget provides an opportunity to improve the performance orientation in the 

budgeting system, which is crucial at the sub-national level.  

 

The introduction of cash management system has improved utilization of the 

budgetary allocation and reduced the tendency of ‘March Rush’ considerably. While the 

uncertainties in the timing of flow of Central funds persists, the State Government should 

monitor the limit set for the last quarter of the financial years is adhered to by the 

departments.  

 

The Government of Odisha has made significant improvement in the treasury 

computerization process and establishing the IFMS system. In this endeavor, the 

Central Government made important contribution. This is expected to provide a 

comprehensive electronic system to facilitate capturing of financial transactions of the 

State Government. This system has been designed to provide services to various users 

such as the finance department, spending departments, field offices, AG and treasuries. A 

fully operational IFMS will have several other features to integrate the financial 

transactions relating employees through HRMS, plan finance monitoring system for 

monitoring of Central schemes, the VLC system for receipt of online accounts, and the 

RBI for advising electronic payments and receiving scrolls for electronic payments and 

receipts. 

 

The Fiscal management principles sought to improve the fiscal transparency 

through disclosure of sufficient information to allow the public to scrutinize the conduct 
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of fiscal policy and the state of public finances. It has been acknowledged that the fiscal 

transparency in India has been high. The availability and accessibility to fiscal 

information relating to Odisha has improved significantly. The Act specifies that the 

Government should provide information with regard to changes in accounting standards, 

budgetary documents and new policies, detailed accounts of fiscal variables, details of 

employees and salary payments, and revenue, and expenditure details. While availability 

of data and information removes the opaqueness in the complex Government procedures, 

it is not sufficient condition to enhance transparency. It is important to provide the 

measure of the quality of public financial management system that improves the 

credibility of the Government.  

 

5. Budget Reliability 

 One of the important indicators of the quality of the PFM system is that the budget 

is realistic, and it is put into effect as intended. Respecting the sanctity of the budgetary 

provisions increases the credibility of Governments policies. The fiscal management 

principles to the FRBM Act call upon the Governments to formulate the budget in a 

realistic and objective manner with due regard to the general economic outlook and 

realistic revenue prospects and minimize deviations during the course of the year. A 

realistic budget show the ability of the Government to deliver the public services as 

enunciated in the Government policies. The assessment regarding the budget reliability 

shows the results of the fiscal management in the State and the way in which the FRBM 

targets were achieved.  

 

Governments do adjust their budget during the course of the year. However, the 

budget adjustments are many times a response to crises or economic exigencies. When 

surpluses are expected from some programs, these are also employed during the year 

prompting some adjustment in the budget. The Government of Odisha makes one 

adjustment, which is called supplementary in the Indian budgetary parlance, during the 

course of the year.  

 

Budget credibility does not entirely depend upon the efforts of the State 

Governments. The pattern and timing of fund flow from the Central Government also 
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influences the spending. Timeliness of reliable information on the allocation from the 

Central Government for the coming year helps the sub-national Government to take 

resource allocation decision and the actual flow determines the spending pattern. These 

issues are relevant in the present context. 

    

 The budget reliability is observed by actual revenue generated and expenditure 

incurred with the original approved budget. Unbiased revenue projections are crucial in 

the budget preparation process as the spending plan and the ability of the Government to 

provide services is based on this. Overestimating the revenues leads to unreasonably large 

resource allocations that would require either an unsettling reduction during the year or an 

unplanned borrowing to maintain spending plan. Overtly conservatism in revenue 

forecasts, on the other hand, results in utilization of the surplus revenue in projects and 

schemes that have not gone through the detailed scrutiny of the budget.   

 

 The expenditure variations, while reflect the malaise caused by the biased revenue 

projections, can also occur due to reasons other than the revenue variations. The 

macroeconomic shock or exceptional events can derail any carefully planned spending 

pattern. The capacity of the Government to implement the policies, structural bottlenecks, 

hurdles posed due to legal and environment factors are issues in this regard.    

 

5.1 Revenue Outturn - Disaggregated Analysis  

 The total revenue receipt in 2015-16 that includes State’s own revenue receipts 

and Central transfers has posted a healthy growth over the previous year. While the 

growth of total revenue receipt was 21 percent, the own tax revenue grew by 13.61 

percent. The own non-tax revenue growth over previous year was about 8 percent and the 

Central transfers posted a large growth of 29.57 percent. The tax devolution grew 

massively with 45.69 percent rate. Thus, the growth of the revenue receipts for the State 

from all sources over the previous year was significant (Table 10).  

 

The aggregate revenue in 2015-16 fell short by only 2.82 percent from the budget 

estimates. This level of outturn can earn the State an excellent rating in any measurement 

of quality of the PFM systems. Own tax revenue collection exceeded the budget estimates 
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by 5.86 percent. Although the underestimation of the tax revenue was not considered a 

preferred practice, at this level of deviation the actual revenue collection will get top 

rating. While the sales tax and excise duty exceeded the budget estimates, motor vehicle, 

goods and passenger tax fell short of the budget estimates.  

 

The taxes like electricity duty, land revenue, and stamps and registration duty 

have exceeded the budget estimates considerably. The stamp duty increased due to 

renewal of mining leases after the order of Supreme Court. The rise in electricity duty 

was due to revision of rates for the captive consumption of the some of the industries. It 

seems the budget estimation did not consider these changes as these happened during the 

course of the fiscal year.  

 

While slowdown of mining activities has affected the non-tax revenue collection 

in recent years, it has shown a growth of 7.93 percent in 2015-16. It, however, fell short 

of the budget estimates by 3.35 percent. The official explanation for this was the falling 

iron ore prices in the international market. The iron ore contributes about 70 percent of 

the total royalty receipts of the State. A price deceleration during the year for this source 

of income can distort any projection. The interest receipt, however, shows a rise due to 

high cash balance of the State. While prices of the commodities and rates of tax affect the 

revenue receipts of the State, the projection should be unbiased and, efforts should be 

made to capture likely impact of the changes that are in the pipeline. 

 

The Central transfers, which have emerged as the crucial element of the revenue 

receipts of the State, increased considerably in 2015-16 with a growth of 29.57 percent 

over the previous year. Unlike the previous year, the deviation of the aggregate Central 

transfers as compared to the budget estimate is lower. It fell short of 7.24 percent as 

compared to the budget, which translates to about Rs.2943 crores in nominal terms. 

However, the actual realization of the major components of the Central transfers as 

compared to the budget projects vary considerably. While the tax devolution exceeded the 

budget estimates by Rs.3994 crores, which forms 20.40 percent, the grants from the 

Central Government fell short of the budget estimates by Rs.6937 crores, which forms a 

massive 32.93 percent.  
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Table 10 

Revenue Realization 

 
  

2014-15 2015-16 
2015-16 

(BE) 
Diff. 

% 

Change 

over 

Budget 

% 

Change 

Over 

2014-15 

Revenues 5699788 6894144 7094050 -199906 -2.82 20.95 

Own Tax Revenues 1982830 2252696 2128037 124659 5.86 13.61 
Sales Tax 1181673 1309699 1280056 29643 2.32 10.83 
State Excise Duties 203524 254694 230000 24694 10.74 25.14 
Motor Vehicle Tax 91031 104373 106920 -2547 -2.38 14.66 
Goods and Passengers tax 171087 166300 191400 -25100 -13.11 -2.80 
Electricity Duty 172260 121221 84480 36741 43.49 -29.63 
Land revenue 64564 58881 46500 12381 26.63 -8.80 
Stamp Duty and Regi.  Fees 80023 215707 166237 49470 29.76 169.56 
Profession tax 16897 17557 18600 -1043 -5.61 3.90 
Other Taxes 1770 4265 3844 421 10.96 140.93 
Own Non-Tax Revenues 807087 871124 901356 -30232 -3.35 7.93 
Interest Receipts 33067 56042 20000 36042 180.21 69.48 
Dividends and Profits 107644 111378 109300 2078 1.90 3.47 
Mining Royalties 531009 579896 662617 -82721 -12.48 9.21 
Central Transfers  2909872 3770324 4064657 -294333 -7.24 29.57 
Tax Devolution 1618122 2357379 1958000 399379 20.40 45.69 
Grants 1291750 1412946 2106657 -693711 -32.93 9.38 

 

The growth of tax devolution over last year is explained by the change due to the 

FFC’s recommendations. The tax devolution depends upon the actual collection of 

Central taxes and the Finance Commission fixes share for the State. The fiscal year 2015-

16 being the first year of the FFC award, the budget projection seems to have not 

captured the extent of it.  On the other hand, while the changes in Central transfers like 

discontinuances of plan grants was already know, the budget estimation also did not 

capture the impact of it.  

 

The budget, as per the Government sources, was prepared before the presentation 

of the Central budget 2015-16 for which the extent of the revenue gain due to tax 

evolution and the loss due to discontinuance of plan grants was not projected properly. 

The budget also did not follow the changes in the CSS pattern. The State Government 

included many of the existing schemes being funded by the Finance Commission grants, 

expecting that the FFC would safeguard the funding pattern. However, the FFC 

discontinued the practice of providing state-specific grants. While for many schemes, the 

State Government budget assumed a sharing pattern of 75:25, which was changed to 

60:40. When a scheme like JNNURM was closed and new scheme was announced by the 

Central Government, the state Government had to surrender the budgeted amount 



25 
 

ascribed to the existing scheme and make supplementary demand for the new scheme. 

Thus, there were uncertainties in Central transfers, which affected the actual realization as 

compared to the budget. The deviations in many of the Central Government schemes in 

the year 2015-16 are given in Table 11. 

 

Table 11 

Revenue Shortfall in Central Government Schemes 

(Rs. Crores) 

Scheme  
2015-16 

Actual 
2015-
16 BE GAP GAP/BE 

Accelerated Irrigation Benefit & Flood 
Management Programme (ACA) 28650 184906 -156256 -84.51 
Integrated Child Development Scheme (ICDS) 65670 120619 -54949 -45.56 
Pradhan Mantri Gram Sadak Yojana (PMGSY) 138270 180000 -41730 -23.18 
Sarva Shiksha Abhiyan (SSA) 82082 120925 -38843 -32.12 
MGNREGA 147941 186529 -38588 -20.69 
Rashtriya Krishi Vikash Yojana (RKVY) 29236 55454 -26218 -47.28 
National Programme to Nutritional Support to 
Primary Education (MDM) 39732 62337 -22605 -36.26 
Indira Awas Yojana (IAY) 78037 96462 -18425 -19.10 
National Health Mission including NRHM 61995 80124 -18129 -22.63 
Integrated Watershed Management 
Programme (IWMP) 7036 22680 -15644 -68.98 
National Rural Drinking Water Programme 10319 23528 -13209 -56.14 
Nirmal Bharat Abhiyan 59661 68300 -8639 -12.65 
Rashtriya Swastha Bima Yojana (RSBY) 5955 13166 -7211 -54.77 
National Social Assistance Programme (NSAP) 74635 79737 -5102 -6.40 
National Horticulture Mission 5943 10905 -4962 -45.50 
Grants under External Aided Projects (EAP) 8757 11100 -2343 -21.11 
National Food Security Mission 6768 8741 -1973 -22.57 
Umbrella Scheme for Education of ST students 8950 10904 -1954 -17.92 
National Urban Livelihood Mission (NULM) 1322 2540 -1218 -47.97 

 

5.2 Disaggregated Analysis of Expenditure Pattern   

 Revenue expenditure profile given in Table 12 shows a growth of 15 percent in 

2015-16 over the previous year. This could be considered as generous when control over 

the revenue expenditure was the norm. As compared to the budget estimates, the actual 

spending fell short by 10.68 percent. This deviation, although would not get a top rating, 

is within reasonable limits. The limited deviation of the actual revenue expenditure from 

the budget estimates is in line with the aggregate revenue receipts pattern, examined 

earlier in the context of budget credibility.  

 

The spending on social services and economic services show large growth of 

17.55 and 22.68 percent in 2015-16 respectively over the previous year. The growth of 
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general services is rather subdued at 3.65 percent. In the social services, the spending on 

education, health,  urban development, and social welfare has seen large increase in 2015-

16. The deviation from budget estimates for most of the spending heads in social services 

is limited. It is in education and social welfare, the deviation in nominal amounts looks 

large at Rs.970 and Rs.401 crores respectively. Overall, the spending department in social 

sector managed to spend the budgeted resources, which gives a positive view to the 

budget management process.  

 

In the economic services, which are generally considered productive sector, the 

spending on crop husbandry, rural employment, irrigation, and transport has seen 

substantial growth in 2015-16. The comparison of budget estimates and actual 

expenditure in this sector reveals that there were large deviations for food storage and 

warehousing, rural employment, roads and bridges, and secretarial economic services.  

 

In the case of general services, the budget variation is very large at 24 percent, 

which amounts to Rs.4770 crores. The variation was mostly due to less spending on 

interest and pension payments.  From the data, it is clear that excess provision under these 

heads during budgeting stage was the main reason for the savings. As the debt stock of 

the previous year was already known by the time budget was prepared, there should not 

have been so much variation. 

 

Table 12 

Revenue Expenditure Profile 
Rs. Lakh 

  

2014-15 2015-16 
2015-16 

(BE) 
Diff. 

% 

Change 

over 

Budget 

% 

Change 

Over 

2014-15 

Revenue Expenditure 5113574 5880571 6583899 -703328 -10.68 15.00 
General Services 1452886 1505866 1982882 -477015 -24.06 3.65 
Interest Payment 281027 334330 435000 -100670 -23.14 18.97 
Pension 641662 634622 859320 -224698 -26.15 -1.10 
Other General Services  530196 536915 688562 -151647 -22.02 1.27 
Social Services 2096414 2464316 2605433 -141117 -5.42 17.55 
Education 982205 1105558 1203166 -97608 -8.11 12.56 
Medical and Public 

Health 
251266 298857 318332 -19475 -6.12 18.94 

Water Supply  189252 308620 320552 -11932 -3.72 63.07 
Welfare of SC, ST, & BC 142934 185657 170581 15077 8.84 29.89 
Social Welfare & 

Nutrition  
461090 502772 542865 -40092 -7.39 9.04 

Other Social Services 69667 62852 49939 12913 25.86 -9.78 



27 
 

  

2014-15 2015-16 
2015-16 

(BE) 
Diff. 

% 

Change 

over 

Budget 

% 

Change 

Over 

2014-15 

Economic Services 1482538 1818812 1903742 -84930 -4.46 22.68 
Agriculture & Allied 561346 580249 635387 -55137 -8.68 3.37 
Rural Development  444625 740021 676034 63987 9.47 66.44 
Irrigation & Flood 

Control 
137640 181285 180734 551 0.30 31.71 

Energy 4496 5276 3980 1296 32.57 17.35 
Industry and Minerals  37473 48580 51884 -3304 -6.37 29.64 
Transport 189554 184550 214390 -29840 -13.92 -2.64 
General Economic 

Services  
101994 74239 133985 -59746 -44.59 -27.21 

Others 5409 4612 7349 -2737 -37.25 -14.74 

 

The large growth of the capital outlay, at 54.32 percent in 2015-16, indicates the 

conscious policy decision of the Government towards expenditure restructuring (Table 

13). The areas like irrigation, electricity, transport, and water supply accounted for 

considerable amount of investment. In social sector, the capital outlay also has increased. 

 

  Higher growth of capital expenditure should motivate the State Government to 

utilize the available fiscal space in a productive way. However, given the need for 

expanding infrastructural facilities in the State, proper utilization of budgeted provisions 

for capital expenditure should be emphasized. The issues like capacity development in 

project appraisal and project execution, lack of a medium term sector plan for 

infrastructure development, and inadequate performance information on programs should 

be addressed for an effective public spending. As outcome of fund utilization in programs 

by a sector depends on the outcome of programs of other departments, coordination at the 

policy making level is required to get value for money from the use of public resources. 

 

Table 13 

Capital Expenditure Profile 
Rs. lakh 

Heads 2014-15 2015-16 
2015-16 

BE 

Gap b/w 
Actual 
and BE 

% Change 

over 

Budget 

% Change 
Over 

2014-15 

Capital Outlay 1107463 1709049 1514907 194142 12.82 54.32 

General Services 38980 42501 52374 -9874 -18.85 9.03 

Social Services 228839 292855 303781 -10927 -3.60 27.97 

Education 36090 50166 48046 2121 4.41 39.00 

Medical  41378 52599 57811 -5213 -9.02 27.12 

Water Supply  83879 100231 89254 10978 12.30 19.50 

Welfare of SC, ST,OBC 43602 55973 57910 -1938 -3.35 28.37 
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Heads 2014-15 2015-16 
2015-16 

BE 

Gap b/w 
Actual 
and BE 

% Change 

over 

Budget 

% Change 
Over 

2014-15 

Social Welfare  14399 21997 30000 -8003 -26.68 52.76 

Other Social Services 9491 11888 20760 -8872 -42.73 25.26 

Economic Services 839644 1373692 1158751 214941 18.55 63.60 

Agriculture  14155 35966 25258 10707 42.39 154.09 

Special Area Program 14850 14850 14850 0 0.00 0.00 

Irrigation  285079 417323 434499 -17176 -3.95 46.39 

Energy 59650 139864 90186 49678 55.08 134.48 

Industry and 
Minerals  

-295 -95 100 -195 -195.44 -67.62 

Transport 455829 755450 579070 176380 30.46 65.73 

Gen. Economic 
Services  

10375 10335 14787 -4453 -30.11 -0.39 

 

The actual capital outlay for the year 2015-16 was more than what was budgeted 

for. This was due to budget adjustments during the year carried out through the 

supplementary budget. The water supply, energy and transport sector have reported 

higher spending as compared to the budget estimates. Irrigation, a big-ticket spending 

department in the State, has shown small divergence in the spending from the budget 

estimates. Overall, during the fiscal year 2015-16, the utilization of the budgeted amount 

has seen an improvement. The energy sector, which witnessed one of the first 

privatization and unbundling initiatives in the country, is more or less managed by the 

Government through the regulatory body. The budgetary intervention by the Government 

of Odisha through equity participation in power generation, infrastructure creation for 

transmission, improving distribution chain in rural areas, and provision of matching 

grants to the Central Government program for rural and urban electrification schemes has 

increased the capital outlay in this sector. The State Government also has increased its 

presence in the transport sector. 

 

5.3 Some Crosscutting Issues 

 Although the spending departments have recorded better utilization of budgeted 

resources and deviations from the budgets are less across the programs in 2015-16, there 

were areas, as we have seen in revenue expenditure, where actual spending was less than 

what was provided for. In the earlier years, when this problem was widespread across the 

departments, we had discussed several issues that were considered as proximate reasons 

for deviations. These include structural issues that hindered many departments despite 

having resources, capacity issues in some programs in conceptualizing and executing 
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modern infrastructure projects, and unpredictability and unannounced reduction in 

Central funding for CSS. The problem of non-receipt of Central grants under various 

programs as shown in the Table 11 also continued in the year 2015-16 that affected the 

program implementation. The fiscal year 2015-16 being the first year of the FFC award 

and post-Planning Commission Central devolution regime, some of the uncertainties went 

into the budget making process. It is expected that the State Government will internalize 

that changes in the budgeting process to deliver better public services in future years.  

 

The closure of several CSS funding and redesigning of some others by the Central 

Government, made the State Government to rejig its spending pattern to cater to the 

priority areas. For instance the State had to redesign programs in the case of school 

education to safeguard the flow of funds after reduction in grants for RMSA, SSA, and 

13
th

 FC funded schemes. The change in sharing pattern for some other schemes, for 

instance MDM, increased the State’s share in funding pattern. The closure of funding 

through special assistance program of the Planning Commission for disadvantaged areas 

like KBK and the reduced funding under many CSS created uncertainty.   

 

 Better resource utilization by the departments was highlighted in this report. The 

Water Resources Department is an example where the resource utilization has 

improved. The department put forth the following points for this turnaround; 

 The department gets less working months during the fiscal year, i.e., between 

April to March due to inclement weather for which they changed the work 

plan by advancing the schedule of work. 

 The department started planning for the next fiscal year in advance. The 

department even acknowledged that a multi-year expenditure perspective, in 

line with MTEF would be useful. 

 They have changed the entrenched practice of identifying the projects after the 

budget approval. The projects were well identified depending upon the 

requirement much in advance. This related to the prioritization a department 

should undertake in a structured MTEF. 

 The engineering and designing was strengthened to close the loose ends and 

save resources. 
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 An accountability structure was established throughout the hierarchy to push 

for the early implementation of the projects.    

 The data and information were made available to policy makers and the 

engineers to take timely decisions. 

 Modern technology like GSI support was enlisted to get the underground 

geology to facilitate the modification of dams and barrages.  

 Efficient leadership was provided at all levels to the staffs. 

 The department continuously undertaken monitoring of the projects.  

  While the department admits that the rehabilitation continues to be a weak 

area, efforts are being made to make it attractive. The department is making 

efforts to provide basic facilities to the rehabilitation colonies with better 

housing, community facilities, incentives, and better compensation.  

 Maintenance of the existing facilities was given importance.  

 Transparency was sought to be improved by displaying details of project 

funding, contractor, extent of work undertaken, and time line on the project 

site. 

 

The department also discussed several of its plans to improve the irrigation 

facilities in the State and requirements for that. The State Government needs to examine 

these claims and their impact of the initiatives taken by them. The factors pointed out by 

the Water Resources department for improving the utilization of the resources involve the 

basic process of strengthening the PFM system in any agency. These are building local 

capacity rather than relying on advance technical assistance to strengthen the technical 

and managerial skills, involving stakeholders, building consensus, providing leadership, 

and actively managing the project implementations. While the approaches adopted by the 

Water Resources department, may not be suitable for another department due to the 

differences in service provisions and organizational structure, the principles would remain 

the same.      

 

The excess cash balance position of the State Government, shown in Table 1, 

reveals that the cash balance has increased during the year 2015-16 as compared to the 

previous year. The increase in the cash balance position provides a useful cushion to the 
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State Government. There were earlier suggestions by the 12
th

 Finance Commission and 

RBI also to this effect (to utilize the existing cash balances efficiently). 

Table 14 

Cash Balance Position and Investments 

(Rs. crore) 

 As on 31 March 2016 As on 1 April 2015 

General Cash Balance   

Deposits with the Reserve Bank 666.99 578.65 

Investments held in the Cash Balance - Investment account 5836.24 3870.55 

Total 6503.23 4449.20 

Other Cash Balances and Investments   

Cash with Departmental Officers 21.12 21.04 

Permanent Advances for Contingent Expenditure with 

Departmental Officers 
0.33 0.33 

Investments of Earmarked Funds 5523.00 5523.00 

Total 5544.45 5544.37 

Grand Total 12047.68 9993.57 

Source: Finance Accounts, GoO, 2015-16  

 

6. Concluding Remarks 

 The fiscal year 2015-16 strengthened the process of transformation, which was 

initiated during the last couple of years, in the fiscal management of Odisha. The review 

of the compliance of the FRBM Act provisions by the State Government was started in 

the fiscal year 2011-12. This was after the independent review provision was included in 

the FRBM Act of the State following the recommendation of the 13
th

 Finance 

Commission. The assessment in the review reports pointed out to the cautious approach 

adopted by the Government since the adoption of the FRBM Act, which resulted in 

consistent revenue surplus, low fiscal deficit, and consequent low borrowing. While 

winds of changes were witnessed in the year 2013-14, it was in the fiscal year 2014-15, 

unambiguous policy decisions were taken to expand the public spending programs. This 

had not affected to the adherence of FRBM Act targets, as the fiscal space available to the 

Government was large. It was important to provide better services to the citizens and 

undertake investments productively.   

 

 The process was further strengthened in 2015-16, when the resource allocation to 

priority sectors in social and economic services and capital outlay has improved 

significantly. The higher level of spending, however, did not disturb the low deficit 

regime in the State due to the higher revenue realization riding high on higher tax 

devolution. The surplus in revenue account was high, and the fiscal deficit and the debt 
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stock remained low in 2015-16. This indicates that the fiscal space for the State 

Government continues to be high. The fiscal space in the future years will of course 

depend upon the trend of the Central transfers and the success of GST to garner revenue. 

The growth in priority sector spending and capital investment notwithstanding, the 

funding requirements continues to be high in Odisha to improve the service delivery and 

infrastructure availability.  

 

During the year, the spending departments also improved the utilization of the 

budgeted resources, which used to be a serious issue earlier years. The review report is 

bounded by the requirements of statutory checks and balances provided by the FRBM 

Act. The review report, while assessing the revenue and expenditure trends to evaluate 

fiscal outcomes and compliance of the Government during year, also examined some of 

the good PFM practices in a disaggregated manner across the sectors. While the 

improvement in utilization of budgeted resources by the spending departments brings a 

positive stance to the fiscal management, it becomes crucial to look at the performance of 

programs. The performance information in terms of expenditure requirements on the 

planned programs and activities and expected results from the use of public resources 

should be developed across the service delivery units. This performance information 

could be used while negotiating for funds linked with expected increment in service level 

and for monitoring the program implementations.    

 

Significant rise in capital outlay, with a 54 percent growth over previous year, is a 

major factor in the budget developments in 2015-16. It would be sensible, first, to persist 

with this level of capital outlay in the future years. This is needed not only to complete 

the projects, decisions for which are taken in this budget, but also for unfinished ones. 

The second is to focus on efficient public investment management to sustain economic 

development and achieve the stated goals in the sectors. Clearly defined criteria should be 

utilized to select the investment projects through the process of prioritization with 

transparent procedures. The project appraisal mechanism should be followed to include 

the projects in the investment plan, and the implementation process should be monitored. 

Indeed, the fiscal management principles given in the FRBM Act prescribes to utilize the 

Government resources in ways that gives the best value for money, and also, public assets 

are put to the best possible use.    

 


