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Poor & Vulnerable: 
Welfare Continuity Without Fiscal Populism

Poor & Vulnerable: 
Welfare Continuity Without Fiscal Populism

Major subsidies form 6% of total Union expenditure, signalling
continued support for food, fertiliser and welfare-linked transfers
without expansionary freebies. 
Revenue expenditure at ₹41.25 lakh crore sustains consumption-
oriented and social-sector spending, ensuring continuity in food
security and basic services. 
Centrally Sponsored Schemes (8% of total expenditure) remain
the primary delivery channel for welfare at the grassroots. 
Free foodgrain support continues, with no rollback in ration
entitlements for vulnerable households. 

No change in income tax slabs, ensuring no additional burden on
salaried and middle-income households.
Income tax contributes 21% of gross receipts, reaffirming the
middle class as the backbone of direct tax mobilisation. 
Revenue deficit contained at 1.5% of GDP, supporting
macroeconomic stability and inflation control, which directly affects
household budgets. 
Reduced compliance friction and fewer tax disputes strengthen
trust-based governance and ease everyday taxpayer interaction
with the State. 

Farmer income support mechanisms continue
uninterrupted, including PM-KISAN, crop insurance and
fertiliser support, indicating policy stability rather than
episodic relief. 
Rural development and agriculture allocations remain
protected, reinforcing productivity, resilience and income
smoothing rather than loan waivers. 
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Farmers & Rural Economy: 
Income Protection Over One-time Relief

Farmers & Rural Economy: 
Income Protection Over One-time Relief

Middle Class: Stability, Not SurprisesMiddle Class: Stability, Not Surprises



8

Affluent & High-Income Groups: 
Fiscal Discipline Over Concessions

Affluent & High-Income Groups: 
Fiscal Discipline Over Concessions

Corporation tax accounts for 18% of total receipts, underscoring
continued reliance on corporate profitability rather than new
levies. 
Non-tax revenue of ₹6.66 lakh crore (10% of receipts) reflects
monetisation of public assets and dividends, limiting pressure on
direct taxation. 
Primary deficit reduced to 0.7% of GDP, signalling improved fiscal
discipline once interest costs are excluded.

Budget prioritises job creation, skilling and formal employment
rather than direct cash doles. 
Healthcare spending focuses on hospital capacity, systems and
research, not short-term schemes. 
Education receives steady support, particularly for higher
education, digital learning and research, avoiding populist loan
waivers. 

Capex rises to ₹12.22 lakh crore, with effective capex at
₹17.14 lakh crore, reinforcing infrastructure-led growth and
crowding-in of private investment. 
Massive infrastructure push across roads, railways, metro and
logistics lowers transport costs and improves supply-chain
efficiency.
MSMEs receive easier credit access, equity support and
professional assistance, strengthening employment-intensive
enterprises. 
GST and other indirect taxes form 15% of receipts, reflecting
stable consumption demand and formalisation of economic
activity. 

Businesses & MSMEs: 
Growth Through Investment, Not Incentives Alone
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Focused investment in Tier-II and Tier-III cities aims to
generate local employment and reduce migration pressure on
metros.
Eastern and North-Eastern India receive targeted attention,
promoting more balanced regional development.

Regional Balance: 
Beyond Metro-Centric Growth

Regional Balance: 
Beyond Metro-Centric Growth
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Defence & Strategic Security: 
Economic and National Imperative

Defence & Strategic Security: 
Economic and National Imperative

Defence expenditure at 11% of total spending strengthens
national security while generating domestic manufacturing and
ancillary employment.

Total transfers to States rise to ₹25.43 lakh crore, up by ₹3.78 lakh
crore over FY 2024-25 actuals, strengthening cooperative
federalism. 
Fiscal deficit capped at 4.3% of GDP, reinforcing commitment to
medium-term consolidation. 
Government borrowing remains controlled, though interest
payments at 20% of total expenditure highlight legacy debt
constraints.

States, Federalism & Investors: 
Predictability and Prudence

States, Federalism & Investors: 
Predictability and Prudence

Tax holidays until 2047 for foreign cloud service providers
delivering global services through India-based data centres,
signalling long-term policy certainty. 
Safe harbour margin of 15% on cost for data centre services,
reducing transfer pricing disputes and compliance risk. 
Five-year tax exemption on global income of non-resident
experts under notified schemes, supporting inflow of high-
value talent. 

Tax Holidays & Global Services StrategyTax Holidays & Global Services Strategy

TAX



10

THE ASSESSMENT



The Union Budget 2026-27 articulates a confident and self-assured macroeconomic worldview,
one that deliberately distances itself from the episodic theatrics of tax giveaways and populist
largesse. Instead, the Budget presents India as a deliberate economic actor navigating an era
marked by global fragmentation, disrupted supply chains and rapid technological transformation.
The sustained emphasis on fiscal discipline, moderate inflation and a declining debt-to-GDP
trajectory reflects a conscious refusal to trade long-term stability for short-term political
applause. Growth, in this formulation, is not consumption-led but productivity-driven, anchored
in competitiveness, resilience as well as institutional credibility. The fiscal deficit target of 4.3% of
GDP is framed not as an act of austerity, but as strategic restraint; one that gradually frees future
fiscal space by reducing the burden of interest payments. Implicitly, the Budget challenges the
popular expectation that a ‘good Budget’ must immediately enhance disposable incomes.
Instead, it urges citizens to value durability over delight and national balance sheets over
individual windfalls.

 Capability over Concession: The Budget’s Strategic Imagination

The sectoral architecture of the Budget further reinforces this departure from conventional sop-
driven policymaking. The state casts itself not as a dispenser of concessions but as a builder of
capabilities. The sustained focus on scaling manufacturing in seven strategic and frontier sectors,
ranging from biopharma and semiconductors to rare earths, chemicals and capital goods, signals
an intent to anchor India’s growth in control over value chains rather than mere participation in
them. MSMEs are no longer treated as perpetual dependents on episodic credit support but as
future champions, backed through equity infusion, structured liquidity mechanisms and
professional facilitation. Infrastructure spending, elevated to ₹12.2 lakh crore, is presented not as
a counter-cyclical stimulus but as confidence capital, designed to crowd in private investment,
de-risk construction phases and recycle public assets through modern financial instruments.
Simultaneously, the renewed emphasis on the services sector, spanning health, education,
tourism, AVGC, design and sports, positions services as aspiration engines and export enablers,
not merely as residual employment absorbers. These choices consciously avoid instant mass
gratification; they demand patience, skills and participation, nudging public expectations away
from immediate relief toward long-term returns.

The Budget also embeds a spatial imagination that subtly rebalances India’s growth geography.
Without overt federal rhetoric, it advances a place-based development logic that elevates Tier II
and Tier III cities, temple towns and historically underdeveloped regions as engines of economic
expansion. The concept of City Economic Regions (CER), backed by reform-linked and results-
based financing, recasts urbanisation as an organised economic strategy rather than an
accidental demographic outcome. Focused attention on the Purvodaya States and the North-
Eastern region reflects a deliberate eastward correction, integrating industrial corridors, tourism,
logistics and green mobility. Sector-region coupling, such as rare earth corridors in mineral-rich
states or fisheries value chains along the coast, signals a move away from uniform national
schemes toward territorially grounded growth strategies. In doing so, the Budget subtly 
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redefines federal expectations, positioning states as co-architects of development rather than
passive recipients of central largesse.

Equally significant are the political economy signals embedded within the Budget. Direct tax
proposals are framed primarily through the prism of ease, certainty and trust rather than relief.
Simplification, decriminalisation, reduced litigation and automated compliance take precedence
over rate cuts or slab restructuring. There is no attempt to craft a grand narrative of middle-class
appeasement. Instead, the state offers dignity through predictability and procedural fairness
rather than gratification through concessions. Welfare interventions, too, are resolutely
capability-oriented. Whether addressing farmers, women, youth, or Divyangjan, the emphasis
remains on productivity enhancement, entrepreneurship, skilling and market integration rather
than unconditional transfers. The repeated invocation of kartavya and sankalp by Smt. Nirmala
Sitharaman, Hon’ble Finance Minister during her speech in Parliament, reframes the social
contract itself, portraying citizens not merely as beneficiaries of state action but as active
partners in India’s developmental journey. Prosperity, the Budget suggests, is co-produced rather
than dispensed.

Perhaps most revealing are the silences that punctuate the Budget. There is no dramatic
restructuring of income tax slabs, no headline-grabbing universal income promise and no overt
electoral pandering. These omissions are not accidental; they are deliberate signals of a
government unwilling to reinforce the belief that governance is synonymous with giveaways.
Instead, the Budget advances a quieter yet more demanding proposition, that national
transformation requires collective discipline, delayed gratification and trust in institutions.
Taken together, the Union Budget 2026-27 reads less like a conventional fiscal announcement
and more like an exercise in moral persuasion. It consciously distances itself from the entrenched
popular belief that a successful Budget is one that loosens the taxman’s grip. In its place, it
advances a vision where prosperity flows from capability, competitiveness and credibility. By
prioritising long-gestation investments over instant sops, and by invoking duty over entitlement,
the Budget seeks to alter the mental grammar of economic citizenship. It invites Indians to see
themselves not merely as taxpayers or beneficiaries, but as stakeholders in a long civilisational
project of Viksit Bharat. This is a Budget that does not flatter the masses; it seeks to educate
them.
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Public Spending as Pedagogy: Reading the Expenditure Framework

 An examination of the Expenditure Profile of the Budget provides the first rigorous test of the
Budget’s philosophical claims, translating declaratory intent into fiscal arithmetic. At an
aggregate level, total expenditure through the Budget is estimated at ₹53.47 lakh crore in BE
2026-27, marking an increase of ₹3.82 lakh crore over the Revised Estimates of 2025-26. This
expansion, however, is far from indiscriminate. The internal composition of spending reveals a
conscious recalibration of the state’s role from a dispenser of short-term relief to an architect of
long-term capacity and resilience.

A defining feature of the Budget’s expenditure framework is the sustained privileging of capital
formation over consumption-led expansion. Capital expenditure (capex) under Central Sector
Schemes (CSS) rises materially, with allocations increasing from ₹8.38 lakh crore in RE 2025-26
to ₹9.25 lakh crore in BE 2026-27. This shift underlines a deliberate attempt to anchor public
spending in productivity-enhancing assets rather than recurrent transfers. Infrastructure-
intensive sectors such as railways, roads and bridges, telecommunications and defence capital
outlay, register notable increases, reinforcing the Budget’s emphasis on confidence-building
public investment designed to crowd in private capital rather than substitute for it.

Defence allocations, in particular, illuminate the strategic orientation of the spending architecture.
Capital outlay on defence services rises sharply to ₹2.19 lakh crore, signalling an emphasis on
modernisation, indigenisation and long-term preparedness. This is complemented by enhanced
allocations for technology-driven national security expenditure, reflecting a gradual transition
from manpower-heavy provisioning toward capability-centric force structuring. Such choices
reveal a political economy that privileges strategic depth and sovereignty over short-term fiscal
optics.

The treatment of subsidies and welfare-related expenditure further reinforces the Budget’s
departure from conventional sop-driven policymaking. While food and fertiliser subsidies remain
significant in absolute terms, their trajectory is carefully moderated. Increases in food subsidy
allocations are driven primarily by operational requirements under the Pradhan Mantri Garib
Kalyan Anna Yojana rather than any expansionary reimagining of entitlement frameworks.
Fertiliser subsidies, meanwhile, record a calibrated decline in BE 2026-27 relative to RE 2025-
26, attributed to improved nutrient efficiency, reduced import dependence and more balanced
fertiliser use. Within the broader fiscal allocation structure, this points to a cautious but
discernible movement away from distortionary price support toward productivity and
sustainability.

Transfers to states exhibit a nuanced and revealing pattern. While overall transfers increase in BE
2026-27, their composition increasingly favours capital-linked assistance. Special Assistance to
States for Capital Investment is enhanced to ₹2 lakh crore, reinforcing a model of cooperative but
conditional federalism, i.e., one that incentivises asset creation and reform rather than 

13



unconditional consumption support. Finance Commission grants continue to provide stability,
particularly in health, local bodies and disaster response, yet the broader thrust positions states
as co-investors in growth rather than passive recipients of central largesse, as stated earlier.

Social sector spending within the Budget’s spending matrix reflects a similar philosophical
consistency. Allocations for health, education, skilling and employment rise, but the emphasis
remains firmly on institutional strengthening rather than transfer-heavy interventions. Health
expenditure is increasingly channelled toward infrastructure, research and system capacity, while
education allocations display a tilt toward higher education, digital capability and research
ecosystems. Labour and skill development spending registers a substantial increase, aligned with
the objective of formalising the workforce and incentivising job creation through structured
employment-linked schemes rather than income support.

At the macro-fiscal level, interest payments emerge as the single largest component of
expenditure, rising to nearly ₹14 lakh crore in BE 2026-27. This structural constraint continues to
shape fiscal choices and implicitly justifies the Budget’s emphasis on consolidation, debt
sustainability as well as growth-enhancing capex. The logic embedded within the expenditure
framework is unambiguous. Without restraining revenue-heavy populism today, future fiscal
space will remain hostage to debt servicing obligations.

Equally instructive are the silences within the public spending framework. There is no dramatic
surge in untargeted welfare, no proliferation of new subsidy lines, and no attempt to engineer
electoral gratification through fiscal excess. Several expenditure heads witness rationalisation or
reduction, including housing, water supply, and select scientific loan provisions, reflecting a
willingness to recalibrate programmes once their immediate objectives are deemed fulfilled. Such
decisions, while politically unglamorous, lend credibility to the Budget’s claim of disciplined
reprioritisation.

Ergo, the expenditure framework of the Budget indeed confirms that the Budget is not designed
to conform to the traditional public expectation of fiscal benevolence. Instead, it advances a
subtler and more demanding proposition that public money must increasingly function as seed
capital for national capability rather than as an instrument of immediate appeasement. By
privileging capex, reform-linked transfers, strategic sectors and institutional strengthening, the
Budget seeks to recalibrate the citizen’s understanding of what fiscal success entails. It is,
ultimately, a spending architecture that reinforces the Budget’s larger pedagogic ambition, that is,
to shift the national mindset from short-term relief to long-term resilience.
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The present expenditure framework reveals a fiscal document shaped more by continuity than
disruption, reflecting a State attempting to reconcile macroeconomic prudence with social
obligation and growth imperatives within a tightly circumscribed resource envelope. With total
spending budgeted at ₹53.47 lakh crore, the structure of the year’s fiscal design immediately lays
bare a persistent asymmetry - revenue expenditure, amounting to ₹41.25 lakh crore, continues to
dwarf capital outlay, which stands at ₹12.22 lakh crore. This imbalance is not incidental but
structural, highlighting the enduring dominance of committed expenditures namely, interest
payments, pensions, subsidies and administrative costs, that collectively constrain the
government’s capacity to reorient spending toward transformative investment.

The most striking feature of the government’s expenditure profile is the magnitude of interest
payments, estimated at ₹14.04 lakh crore. This single item absorbs a disproportionate share of
total resources and exceeds allocations to any individual ministry, vividly illustrating the fiscal
weight of accumulated public debt. Interest servicing has now assumed the character of a quasi-
fixed charge on the exchequer, compressing discretionary space and limiting the State’s ability to
respond dynamically to emerging economic or social exigencies. Pension liabilities, budgeted at
₹97,500 crore, further reinforce this rigidity, entrenching a pattern in which past obligations
decisively shape present choices.

Within this constrained fiscal environment, defence spending continues to exercise gravitational
pull over public expenditure. Allocations of ₹7.85 lakh crore reaffirm defence as the single largest
functional head of spending. The internal composition of this allocation reveals a dual emphasis -
sustaining operational readiness through revenue expenditure while advancing incremental
modernisation via capital outlay. However, the substantial share devoted to defence pensions
and other non-discretionary components raises legitimate concerns regarding long-term
sustainability. While capital allocations signal strategic intent and commitment to indigenisation,
the persistent revenue-heavy nature of defence spending narrows the scope for reallocating
resources toward emerging developmental and human capital priorities.

Social welfare remains the bedrock of the prevailing expenditure regime, particularly in relation to
food security, fertiliser support and rural livelihoods. Allocations to the Department of Food and
Public Distribution, at ₹2.35 lakh crore, lay stress upon the enduring fiscal cost of maintaining
large-scale food security interventions. Similarly, expenditure on fertiliser subsidies, exceeding
₹1.70 lakh crore, reflects the State’s continued reliance on input support as a stabilising
mechanism for agricultural incomes. While these commitments provide social and political
stability, they also perpetuate a subsidy-intensive growth model, limiting the fiscal space
available for investments aimed at enhancing agricultural productivity, resilience, and market
integration.

The agricultural spending envelope further reinforces this orientation. With allocations of ₹1.41
lakh crore, the Ministry of Agriculture and Farmers Welfare prioritises income support and risk
mitigation over structural transformation. The continued prominence of direct income transfers
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under PM-KISAN, alongside significant provisions for crop insurance and interest subvention,
positions the State primarily as an insurer of farm incomes. Although funds are earmarked for
innovation, technology adoption and agri-infrastructure, their relative scale remains modest when
set against the magnitude of transfer-based support, suggesting that deep agrarian restructuring
remains a longer-term aspiration rather than an immediate fiscal priority.

Capex finds its clearest articulation in transport infrastructure, where roads and railways continue
to be treated as principal growth arteries. Allocations of ₹3.10 lakh crore for road transport and
highways and ₹2.81 lakh crore for railways reflect a sustained belief in infrastructure-led growth
multipliers, particularly in improving logistics efficiency and regional connectivity. Yet, the
concentration of capital outlay within a narrow set of ministries also reveals an uneven
investment landscape. Sectors such as health, education, urban infrastructure and climate
adaptation receive comparatively restrained capital allocations, raising concerns about the long-
term balance of public investment.

Transfers to States, amounting to ₹3.94 lakh crore across revenue and capital components,
reaffirm the importance of fiscal federalism within the Union’s spending architecture. At the same
time, the structure of these transfers highlights the continued dependence of States on central
resources, particularly for capital expenditure. This dynamic reinforces a centrally mediated
development model, wherein States often operate within tight fiscal constraints and limited
discretionary space, potentially constraining region-specific innovation and policy
experimentation.

Spending on health and education reflects a pattern of incrementalism rather than expansion.
Allocations of ₹1.06 lakh crore for health and ₹1.39 lakh crore for education indicate a
commitment to scheme continuity, but capital expenditure within these sectors remains limited.
The subdued emphasis on capital formation raises concerns about the adequacy of public health
infrastructure and higher education capacity in a demographically young economy, where long-
term growth prospects are closely tied to human capital outcomes.

The year’s spending blueprint emerges as an exercise in fiscal management rather than fiscal
reimagination. It succeeds in sustaining welfare commitments, preserving infrastructure
investment momentum and accommodating strategic expenditure within a framework
constrained by debt servicing and entrenched obligations. However, it stops short of addressing
the deeper structural challenges posed by rising interest burdens, subsidy dependence and
expenditure rigidity. The prevailing fiscal design stabilises the present with caution and
competence, but postpones the more difficult task of decisively reorienting public expenditure
toward a less transfer-dependent, more productivity-driven and human-capital-intensive growth
trajectory.
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The Demands for Grants constitute the fiscal architecture through which the Union Government
translates constitutional mandate into allocative reality. Rooted in Article 113 of the Constitution,
this exercise delineates the distribution of public expenditure across ministries, departments and
services, carefully separating voted from charged outlays and revenue from capital heads. What
emerges is not merely a numerical aggregation of expenditures, but a revealing exposition of the
State’s policy priorities, fiscal constraints, and not to forget, the institutional compulsions.

At an aggregate level, the allocative framework reveals the overwhelming dominance of
committed expenditure. Interest payments alone rise sharply in the Budget Estimates for 2026-
27, consuming a formidable share of total outlays and emphasising the growing fiscal burden of
public debt. When read alongside the extraordinarily large provision for repayment of debt,
entirely charged to the Consolidated Fund, this structure exposes a hard constraint; a substantial
portion of Union resources is pre-empted before discretionary developmental choices can
meaningfully assert themselves.

Sectoral allocations further illuminate the hierarchy of priorities embedded within the expenditure
architecture. Defence-related services such as spanning civil establishments, revenue
expenditure on defence services, capital outlay and pensions, collectively command one of the
largest shares of Union spending. Notably, the sharp expansion in capital outlay on defence
services in 2026-27 signals an unambiguous emphasis on modernisation and capability
enhancement. Yet, this forward-looking investment coexists with the persistent weight of
defence pensions, a revenue-heavy obligation that continues to absorb fiscal space without
generating productive capacity.

Equally striking is the scale of expenditure devoted to food security and public distribution. The
allocations for the Department of Food and Public Distribution remain exceptionally high,
reflecting the entrenched role of the Union as the principal guarantor of food availability.
However, the overwhelmingly revenue-oriented character of this spending suggests a system
focused more on sustaining existing commitments than on structurally reconfiguring delivery
mechanisms through capital investment or long-term efficiency gains.

In contrast, ministries central to human capital formation - education, health and research -
display a more restrained fiscal profile. While allocations for school education, higher education
and health and family welfare show nominal increases, the near-absence of capital components
points to a continued reliance on revenue expenditure. This pattern raises important questions
about the adequacy of investment in physical and institutional capacity, particularly in sectors
that are critical for long-term productivity and demographic dividends.

The internal composition of expenditure also draws attention to the asymmetry between
parliamentary oversight and fiscal impact. Large heads such as interest payments, debt
repayment and a substantial portion of pensions remain charged expenditures, insulated from the
vote of the Lok Sabha.
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a democratic paradox. The most fiscally consequential obligations are those least amenable to
legislative recalibration, there, narrowing the effective scope of parliamentary control over public
finances.

Emerging ministries and restructured departments, such as Cooperation and Development of the
North Eastern Region (DoNER), register notable percentage increases in allocations, signalling
evolving policy emphasis on cooperative federalism and regional balance. Yet, in absolute terms,
these provisions remain modest, suggesting that symbolic prioritisation has not yet translated
into transformative fiscal empowerment.

Thus, the expenditure framework for 2026-27 presents a Union fiscal posture that is
administratively coherent but structurally constrained. The State’s role as financier of last resort,
for defence preparedness, welfare provisioning, debt servicing and intergovernmental transfers,
continues to dominate the expenditure profile, leaving limited headroom for bold developmental
reallocation. The architecture, therefore, lays bare a central tension in India’s public finance - the
aspiration to accelerate growth and transformation within a fiscal order increasingly governed by
the costs of its own continuity. 
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Revenue, Receipts and the Hard Limits of Fiscal Choice

The Receipt Budget for 2026-27 presents a revealing portrait of the Union government’s fiscal
philosophy - one that is simultaneously ambitious in its revenue aspirations and candid about the
structural constraints that circumscribe them. At its core, it underscores a continuing dependence
on tax revenues as the principal pillar of fiscal sustenance, even as non-tax and capital receipts
play a supporting but increasingly uneven role.

Tax revenue remains the dominant contributor to total receipts, with gross tax collections
budgeted at ₹44.04 lakh crore in 2026-27, reflecting a recovery from the downward revision
witnessed in the Revised Estimates of 2025-26. Yet, this apparent buoyancy masks an important
fiscal reality; once the constitutionally mandated devolution to States is netted out, the Centre’s
net tax revenue stands considerably reduced at ₹28.67 lakh crore. This widening gulf between
gross collections and net accruals reinforces the extent to which cooperative federalism, while
normatively desirable, materially constrains the Union’s fiscal manoeuvrability. The expanding
States’ share, budgeted at over ₹15.26 lakh crore, signals not merely arithmetic redistribution but
a deliberate rebalancing of fiscal power embedded within the Finance Commission framework.

Within the tax basket, the twin pillars of corporation tax and personal income tax together anchor
the revenue structure. Corporation tax is budgeted at ₹12.31 lakh crore, marking a substantial
rise over the Revised Estimates of the previous year. This optimism appears to rest on
expectations of sustained corporate profitability rather than rate adjustments, suggesting
confidence in economic momentum rather than fiscal coercion. Similarly, taxes on income are
projected at ₹14.66 lakh crore, rebounding sharply from their downward revision in 2025-26.
The volatility between Budget and Revised Estimates in both these heads, however, betrays the
inherent uncertainty in forecasting direct tax buoyancy in an economy still navigating global
headwinds and domestic demand fluctuations.

Indirect taxes tell a more complex story. Customs duties, budgeted at ₹2.71 lakh crore, continue
their gradual ascent, aided by cesses such as the Agriculture Infrastructure and Development
Cess and the Social Welfare Surcharge. Union excise duties register a notable jump to ₹3.89 lakh
crore, driven overwhelmingly by petroleum-related levies and cesses. This reinforces the implicit
truth that despite the rhetoric of energy transition, fossil fuels remain fiscally indispensable.
Goods and Services Tax (GST) receipts, however, are budgeted lower than the Budget Estimates
of the previous year, reflecting a sober recalibration after the sharp downward revision in 2025-
26. The absence of GST compensation cess in the 2026-27 estimates marks a structural shift,
placing greater onus on the core GST architecture to deliver stable revenues without
extraordinary levies. 

Non-tax revenue, at ₹6.66 lakh crore, emerges as both a strength and a vulnerability. Dividends
and profits, particularly the surplus transfer from the Reserve Bank of India, constitute the single
largest component, bringing to the fore the government’s reliance on public sector and 
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institutional surpluses to bridge fiscal gaps. While this inflow provides short-term relief, it
also raises questions about sustainability, especially when juxtaposed against the
relatively modest growth in interest receipts and user charges. The extensive detailing of
sectoral non-tax revenues, from telecom licence fees to petroleum royalties, exhibits
administrative comprehensiveness, yet the aggregate figures suggest that structural
reforms in user pricing and asset monetisation remain partial and uneven.

Capital receipts further illuminate the fiscal strategy. Non-debt capital receipts, budgeted
at ₹1.18 lakh crore, are sharply higher than the Revised Estimates of 2025-26, largely on
account of a steep increase in miscellaneous capital receipts. This implicitly signals
ambitious disinvestment or asset monetisation targets, even though itself remains fiscally
neutral in tone, offering no qualitative assurance about their realisability. Debt receipts,
by contrast, reaffirm the centrality of market borrowings, with gross market loans
budgeted at ₹17.20 lakh crore. The scale of repayments alongside fresh borrowings
reflects a conscious effort at debt rollover rather than debt reduction, reinforcing the
reality that fiscal consolidation is being pursued through calibrated restraint rather than
aggressive deleveraging.

The Receipt Budget 2026-27 exudes pragmatic realism rather than rhetorical
exuberance. It neither promises fiscal miracles nor conceals structural dependencies.
Instead, it reveals a state carefully balancing revenue optimism with institutional
obligations, between the demands of federal devolution, the compulsions of welfare
expenditure and the inexorable arithmetic of public debt. In its numbers and notes alike,
the Budget acknowledges that while revenue mobilisation has regained momentum, the
path to durable fiscal resilience remains gradual, negotiated and necessarily cautious.
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The Union’s principal fiscal statement for 2026-27 offers an unembellished exposition of
the State’s financial condition, i.e., its sources of mobilisation, its patterns of expenditure
and the structural constraints that continue to circumscribe fiscal choice. As the
constitutional core of the Union Budget, this statement does not merely tabulate inflows
and outflows; it reveals, with quiet precision, the evolving balance between revenue
effort, expenditure commitments and an ever-expanding debt burden.

On the receipts side of the Consolidated Fund, the fiscal framework reflects a continued
dependence on tax revenue, with gross tax collections budgeted at ₹44.04 lakh crore for
2026-27, marking a clear increase over the revised estimates of the previous year.
Within this aggregate, taxes on income, namely, corporation tax and personal income
tax, remain the dominant pillars, together accounting for well over half of total tax
receipts. This composition signals a deeper reliance on direct taxation, pointing to
improved compliance and administrative reach, but also to the limited elasticity now
visible in indirect taxes. GST collections, while still substantial, exhibit moderation relative
to earlier expectations, suggesting that GST buoyancy may be entering a phase of
consolidation rather than expansion.

Non-tax revenue, estimated at ₹10.77 lakh crore, continues to draw disproportionately
from dividends and profits, particularly from public sector enterprises and financial
institutions. While this augments near-term fiscal space, it raises a structural concern
regarding the State’s increasing dependence on enterprise surpluses for routine revenue,
potentially at the cost of long-term capital strengthening. Interest receipts remain
comparatively subdued, reinforcing the asymmetry between the returns earned by the
State on its assets and the interest it pays on its liabilities.

The most disquieting signal within the revenue account, however, is the persistence and
widening of the revenue deficit. The excess of revenue expenditure over revenue receipts
is budgeted at ₹5.93 lakh crore, exceeding both the revised and actual figures of the
preceding year. This implies that a significant portion of public borrowing continues to
finance current expenditure rather than productive asset creation, weakening the
intergenerational justification for fiscal expansion.

The expenditure profile on the revenue account further illuminates this imbalance.
General services account for nearly half of total revenue expenditure, driven
overwhelmingly by interest payments, which are projected at ₹14.4 lakh crore. Debt
servicing thus emerges not as a peripheral obligation but as the central gravitational
force of the fiscal structure, pre-empting developmental discretion. Defence services,
pensions and administrative expenditures further entrench this rigidity , leaving social
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and economic services to operate within a compressed fiscal margin.

Allocations for social services, budgeted at ₹2.18 lakh crore, show selective increases,
particularly in education and health, yet the overall composition suggests consolidation
rather than transformative expansion. Expenditure on welfare for marginalised
communities and labour-related programmes displays notable volatility across estimates,
reflecting a fiscal stance shaped more by adjustment than by long-term distributive
strategy.

Economic services, amounting to ₹12.78 lakh crore, remain anchored in agriculture,
transport and energy. While enhanced outlays for power and renewable energy align
with medium-term transition goals, sharp variations in rural employment and special area
programmes point to an expenditure architecture that remains responsive to fiscal
pressure rather than guided by stable developmental sequencing.

The capital account presents a starker picture of fiscal reliance on borrowing. Public debt
receipts are projected at over ₹1.13 crore crore, with market loans and treasury bills
forming the backbone of resource mobilisation. The substantial dependence on short-
term instruments, including treasury bills and ways and means advances, signals a
preference for liquidity management over durable fiscal consolidation. Meanwhile,
recoveries of loans and advances decline markedly, indicating diminishing returns from
past public lending operations.

Viewed in totality, the Union’s financial architecture for 2026-27 depicts a government
navigating a narrow fiscal corridor. Revenue mobilisation has strengthened, but not to a
degree sufficient to arrest structural imbalances. Expenditure remains heavily pre-
committed, with interest obligations exerting a dominant claim on resources. Capital
receipts, in turn, reveal a borrowing strategy inclined towards immediacy rather than
endurance.

Ultimately, this fiscal statement is less a testament to fiscal triumph than an exercise in
sober realism. It captures a State striving to reconcile ambition with arithmetic, welfare
with sustainability, and growth with prudence, yet still constrained by inherited debt
dynamics and the compulsions of revenue expenditure. The deeper challenge it poses is
not merely technical, but philosophical. Whether India can recalibrate its public finances
from an instrument of fiscal management into a vehicle for lasting economic
transformation is for all of us to find out. 
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Conclusion

This Budget reads less as a proclamation of fiscal success and more as an exercise in
calibrated restraint. It reflects a State keenly conscious of its inherited constraints,
particularly the overwhelming weight of interest payments, pensions and other
committed expenditures, even as it strives to sustain momentum in capital formation and
strategic investment. The expenditure architecture clearly privileges productivity-
enhancing assets, reform-linked transfers and institutional capacity building, while the
receipts framework lays bare a continued reliance on tax buoyancy, public sector
surpluses and carefully managed borrowing rather than any dramatic reconfiguration of
the revenue base. What distinguishes this fiscal statement, however, is not merely what
it provides for, but what it deliberately withholds. The absence of conspicuous
giveaways, sweeping entitlement expansions or electoral spectacle signals an attempt to
reshape the public understanding of fiscal virtue. In advancing this stance, the Budget
places before the country a more exacting proposition - that economic transformation is
incremental rather than instantaneous, collective rather than transactional and grounded
in discipline rather than indulgence. The ultimate test of this approach will lie not only in
adherence to deficit targets or expenditure ratios, but in the State’s ability to
progressively loosen the grip of revenue rigidity and translate fiscal prudence into
durable economic capability. In that sense, the 2026-27 fiscal framework positions India
in a space of cautious stability, inviting a deeper reckoning with how public finance can
evolve from an instrument of management into a vehicle for lasting transformation.
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