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Preface

This study on the state of West Bengal is a part of the outcome evaluation of
State Finances in the context of recommendations of the Fifteenth Finance
Commission. This task has been entrusted to Indian Statistical Institute (I.S.I) by
the Sixteenth Finance Commission, Government of India. The report studies
West Bengal’s finances from 2012-2013 to 2023-2024 and also attempts to
provide a sustainable debt roadmap for 2026-2031, taking into consideration
among other things, the impact of GST. The study was conducted by Professor
Monisankar Bishnu, with assistance from Mr. Shohan Mukherjee on behalf of

the Indian Statistical Institute.

The views and opinions expressed in this report are solely that of the authors.
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Terms of Reference

The terms of reference of this study will broadly covers the following

1. Estimation of revenue capacities of State and measures to improve the tax-
GSDP ratio during last five years. Suggestions for enhancing the revenue
productivity of the tax system in the State.

11. Analysis of the State’s own non-tax revenues and suggestions to enhance
revenues from user charges and profits from departmental enterprises and
dividends from non-departmental commercial enterprises.

111. Expenditure pattern and trends separately for Revenue and Capital, and
major components of expenditure there under. Measures to enhance allocative
and technical efficiency in expenditures during last 5 years. Suggestions for
improving efficiency in public spending.

1v. Analysis of deficits — Fiscal and Revenue

V. The level of debt-GSDP ratio and the use of debt and composition of the
State’s debt in terms of market borrowing, Central government debt, liabilities
in public account and borrowings from agencies such as NABARD, LIC etc.

vi. Implementation of FRBM Act and commitment towards
targets. Analysis of MTFP of various departments and aggregate.

vil. Analysis of the State’s transfers to urban and rural local bodies in the
State. Major decentralization initiatives.

viii. Impact of State Public Enterprises finances on State’s financial health and
measures taken to improve their performance.

1x. Impact of Power Sector Reforms on State’s fiscal health.

X. Analysis of contingent liabilities of the State.
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X1. Subsidies given by the State, its targeting and evaluation.

xil. Outcome  evaluation of State Finances in the
context of recommendations of 14™ Finance Commission, in particular

(a) analysis of the flow of resources from Centre to States through various
schemes, the expenditure of States in those schemes, resources of States
channelled towards these schemes and the overall impact on development
spending of the States;

(b) States' own schemes for different development objectives

X111. Determination of a sustainable debt roadmap for 2020-2025, taking into
account impact of introduction of GST and other tax/non-tax trend forecasts.
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Data Sources

The study has used secondary data from different published sources for various
years, including from the RBI:

1. State Finances - Study of Budgets
2. Handbook of Statistics on Indian States
From Reports of the CAG,
1. State Finances Audit Report
2. Finance Accounts (Vol- I & II)
3. Public Sector Undertakings of the State
From the State Budget publications of West Bengal,
1. Receipts under Consolidated Fund and Explanatory Memorandum

2. Statements showing the Guarantees given by the State Government,

(98}

. Budget at a Glance
4. Economic Review,
5. MTFP Reports of GoWB,

From the 3™, 4" and 5" State Finance Commission Reports, and from the 12,
13t 14™ and 15" Finance Commissions.

Simple techniques like ratio, percentage, graph etc. have been used to show
changes in the fiscal parameters of the state over the period.
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Chapter I | Revenue Receipts and Tax Revenue

1.1 Assessment of Tax Revenue Profile of the State:

In this section we evaluate the revenue generating capacity of the state by estimating
and analysing various fiscal parameters for the period 2012-13 to 2023-24 to
examine the extent by which state has been successful in managing the fiscal stress.
We have also compared the performance of West Bengal with 17 general category
states to get a clear picture where the state stands in India.

1.1.1 Revenue Receipts: Overall picture

The Total Revenue receipts of the state comprise of the state’s own revenue and
transfers from the Centre in the forms of the state’s share in central taxes and
grants. Total revenue rose from Rs. 62626.24 crores in 2011-12 to Rs. 212637.03
crores in 2023-24 (according to the budget estimates) at a compound annual growth
rate (CAGR) of 10.72% (Tables 1a, 1b). Own revenue has mostly been the largest
contributor to the State’s revenue, making up for around 44.7% of the total revenue,
on average, for the years 2011-12 to 2023-24. The state’s share of central taxes is
the second largest contributor to the state’s revenue with an average contribution of
33.64%. Grants from Centre was responsible for 21.66% of the revenue receipts on
an average, over this study period; however, the highest contribution was 28.36% in
2011-12, which was never repeated. (Table 1a).

The CAGR of total revenue ignores to some extent the fluctuations observed in total
revenue receipts in the individual years. In 2014-15, total revenue witnessed a huge
jump of 19% compared to 7% in the previous year which seems to have been largely
driven by an increase in the state’s receipts of grants from the Centre which saw a
growth of 76% over the same period after having fallen in the previous period. A
similar spike of 27% is observed in total revenue of the state in 2015-16 of which
again grants from Centre (which saw a jump of 35%) and the state’s share in central
taxes (which saw a jump of 51%) seem to be the major contributing factors. Total
revenue fell by 2% in 2019-20; however there has been a recovery since then, with
the year 2021-22 witnessing an increase of total revenue receipts by the state by
20%.
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The GSDP (at 2011-12 prices) of West Bengal has grown at a CAGR of 10% over
the period 2012-13 to 2023-24. It has been steady above 11% most years except the
years 2014-15, 2016-17 and 2019-2020 when it fell below 11%. In the Covid period
of 2020-21 GSDP fell by 3%. GSDP is expected to be grow at around 11% in 2023-
24, according to the budget estimates (Table 1b).

The trend in revenue receipts as a percentage of GSDP are presented in Table 1c.
The revenue receipts as a percentage of GSDP has remained above 12% for most
years reaching a high of 13.76% in 2015-16, while own revenue relative to GSDP
has remained more or less between 5 to 6% for the entire period. Grants-in-aid
relative to GSDP has also been steady at between 2 to 3% for most years.

Table 1a: Composition of Revenue Receipts of the State Government
(Rs in Crores)

Grants from Share in Central
the Centre Taxes Own Revenue Total Revenue
2011-12 13888.82 (23.64) 18587.81 (31.64) | 26278.41 (44.73) 58755.04 (100)
2012-13 12342.84 (18.07) 21226.27 (31.08) | 34726.64 (50.85) 68295.75 (100)
2013-14 11853.49 (16.26) 23175.02 (31.80) | 37853.28 (51.94) 72881.79 (100)
2014-15 20880.64 (24.14) 24594.95 (28.43) | 41038.62 (47.44) 86514.21 (100)
2015-16 28214.41 (25.71) 37163.93 (33.87) | 44353.87 (40.42) 109732.21 (100)
2016-17 24790.97 (21.04) 44625.16 (37.87) | 48416.32 (41.09) 117832.45 (100)
2017-2018 26111.54 (19.89) 44340.94 (33.78) 60817.90 (46.33) 131270.39 (100)
2018-2019 25809.66 (17.68) 54677.12 (37.46) 65488.47 (44.86) 145975.25 (100)
2019-2020 30983.54 (21.68) 48048.40 (33.62) 63882.27 (44.70) 142914.21 (100)
2020-2021 38171.37 (25.72) 44737.01 (30.15) 65485.59 (44.13) 148393.97 (100)
2021-2022 39846.58 (22.37) 65540.75 (36.79) 72772.01 (40.85) 178159.35 (100)
2022-2023 (RE) | 41795.23 (21.48) 71434.93 (36.71) | 81382.18 (41.82) 194612.34 (100)
2023-2024 (BE) 40821.06 (19.20) 76843.55 (36.14) 94972.41 (44.66) 212637.03 (100)

*Source: RBI State Finances: A Study of Budgets
*Figures in parenthesis are percentage of Total Revenue Receipts
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Table 1b: Annual Growth of Revenue Receipts and GSDP (%)

Grants from Share in Central Total

Year the Centre Taxes Own Revenue Revenue

2012-13 -11% 14% 32% 9% 14%
2013-14 -4% 9% 9% 7% 14%
2014-15 76% 6% 8% 19% 6%
2015-16 35% 51% 8% 27% 11%
2016-17 -12% 20% 9% 7% 9%
2017-2018 5% -1% 26% 11% 12%
2018-2019 -1% 23% 8% 11% 13%
2019-2020 20% -12% 2% -2% 7%
2020-2021 23% -7% 3% 4% -3%
2021-2022 4% 47% 11% 20% 16%
2022-2023 (RE) 5% 9% 12% 9% 15%
2023-2024 (BE) 2.45% 7.57% 16.70% 9.26% 11%
CAGR 7.18% 12.56% 11.30% 10.72% 10%

*Source: RBI State Finances: A Study of Budgets, GSDP figures are at 2011-12 prices (Source: MOSPI Data)
*CAGR= ((Final Value/ Beginning Value)*1/n-1)

Table 1¢c: Components of Revenue Receipts as a percentage of GSDP

Grants from the Share in
Year Centre Central Taxes Own Revenue Total Revenue

2011-12 3.41% 3.57% 5.05% 12.03%
2012-13 2.09% 3.59% 5.87% 11.55%
2013-14 1.75% 3.42% 5.59% 10.77%
2014-15 2.91% 3.43% 5.72% 12.05%
2015-16 3.54% 4.66% 5.56% 13.76%
2016-17 2.84% 5.11% 5.55% 13.50%
2017-2018 2.68% 4.55% 6.24% 13.47%
2018-2019 2.34% 4.96% 5.94% 13.25%
2019-2020 2.63% 4.07% 5.42% 12.12%
2020-2021 3.34% 3.92% 5.74% 13.00%
2021-2022 3.00% 4.93% 5.47% 13.40%
2022-2023 (RE) 2.73% 4.66% 5.31% 12.71%
2023-2024 (BE) 2.40% 4.52% 5.58% 12.50%

*Source: RBI State Finances: A Study of Budgets

An important indicator of revenue generating capacity of the state is Revenue
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buoyancy. It is the elasticity of the state’s revenue receipts with respect to its GSDP.
A revenue buoyancy of less than 1 is indicative of the fact that a percentage increase
in the state’s GDP has been accompanied by a less than a percentage increase in
revenue receipts for the state. The buoyancy figures for the different components of
total revenue are presented in Table 1d. For the state of West Bengal, buoyancy of
total revenue has been largely less than 1 for the period under consideration, even
turning out to be negative in the years 2019-20 and 2020-21. For the Covid year
2020-21 though, a negative figure for buoyancy of total revenue is due to drop in
GSDP by 3%. Total revenue rose by 4% during this period mainly because of an
increase in the grants in aid from the Centre by 23% (see Table 1b). Buoyancy of
total revenue reached a high of 3.07 in 2014-15; however, it is estimated to be around
0.84 in 2023-24. The projection of total revenue receipts is presented in Table le
(also see Graph 1a).

Table 1d: Buoyvancy of Different Components of Total Revenue

Grants from the Share in Central
Centre Taxes Own Revenue Total Revenue
2012-13 -0.81 1.03 2.35 0.66
2013-14 -0.28 0.62 0.62 0.47
2014-15 12.48 0.98 1.31 3.07
2015-16 3.17 4.62 0.73 243
2016-17 -1.27 2.12 0.95 0.78
2017-2018 0.45 -0.05 2.19 0.97
2018-2019 -0.09 1.78 0.59 0.86
2019-2020 2.87 -1.73 -0.35 -0.30
2020-2021 -7.33 2.18 -0.79 -1.21
2021-2022 0.27 2.83 0.68 1.22
2022-2023 (RE) 0.32 0.59 0.78 0.61
2023-2024 (BE) 0.22 0.69 1.51 0.84
Table 1e: Projection of Total Revenue Receipts

2024-25 214484 .40

2025-26 226753.10

2016-27 239021.80

2027-28 251290.51

2028-29 263559.21
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275827.91

2030-31

288096.62

Graph 1a: Projections in Total Revenue (Rs in Lakhs)
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Own revenue of West Bengal has grown at a compound annual growth rate (CAGR)
of 11.3% over the period 2012-13 to 2023-24 (Table 1b) from Rs. 26278.41 crores
in 2011-12 to Rs. 94972.414 crores in 2023-24 (Table 1f). As noted earlier, this
component has contributed around 44.7% on an average to the total revenue receipts
of the state with small fluctuations in the individual years; however, it has always

been above 40%.

Table 1f: Composition of Own Revenue of the State Government (Rs in crores)

Own Tax Revenue

Own Non Tax Revenue

Own Revenue

2011-12 24938.16 (94.9) 1340.25 (5.1) 26278.41 (100)
2012-13 32808.49 (94.48) 1918.15 (5.52) 34726.64 (100)
2013-14 35830.56 (94.66) 2022.72 (5.34) 37853.28 (100)
2014-15 39411.96 (96.04) 1626.66 (3.96) 41038.62 (100)
2015-16 42492.08 (95.8) 1861.79 (4.2) 44353.87 (100)
2016-17 45466.46 (93.91) 2949.86 (6.09) 48416.32 (100)

2017-2018 57700.732 (94.87) 3117.171 (5.13) 60817.903 (100)
2018-2019 61830.876 (94.41) 3657.594 (5.59) 65488.47 (100)
2019-2020 60669.371 (94.97) 3212.901 (5.03) 63882.272 (100)
2020-2021 60287.235 (92.06) 5198.353 (7.94) 65485.588 (100)
2021-2022 71081.849 (97.68) 1690.165 (2.32) 72772.014 (100)
2022-2023 (RE) 79500.003 (97.69) 1882.176 (2.31) 81382.179 (100)
2023-2024 (BE) 88595.537 (93.29) 6376.877 (6.71) 94972.414 (100)
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In 2012-13, own revenue contributed around 50.85% to the state’s total revenue
receipts. Own revenue receipts actually fell in the year 2019-20, before seeing a
recovery in the following period. It is expected to contribute around 44.66% in 2023-
24 (according to the budget estimates). The projection for own revenue receipts is
presented in Table 1g (also see Graph 1b) below. We assume a linear trend beginning
from FY 2011-12, which is the start of our period of analysis. The formula we use
is simply [(end value/initial value)*(1/n)-1], where n is the number of years in our
period of analysis. This is equivalent to the RRI (Rate of Return on Investment)
function if one were to simply use MS-Excel.

Table 1g: Projection in Own (Rs in Lakhs)
Revenue Receipts
Own Revenue:

14000000
12000000

Projected Value (Rs
Year in Crores) 10000000
2024-25 91904.71 8000000
2025-26 96929.91 6000000
2016-27 101955.11 4000000
2027-28 10698031 2000000
2028-29 112005.51 O @m0 e <o o
2029-30 117030.71 SEESEE8888888888¢8¢8
2030-31 12205591 Own Revenue ~ «e=eee » Linear (Own Revenue)

Source: Handbook of Statistics on Indian States 2023-24

1.2 Own revenue buoyancy

This is an important indicator of the state’s capacity to raise revenue on its own and
the effectiveness of its taxing policy. The sensitivity of the grant receipts from the
Centre to changes in the state’s GSDP is also an important parameter. Table 1d
reveals that over the period 2012-13 to 2023-24, the responsiveness of the state’s
own revenue receipts with respect to its GSDP has been less than 1 except for the
years 2012-13, 2014-15 and 2017-18. The buoyancy is also expected to be 1.51 in
2023-24 according to the budget estimates. A buoyancy of more than 1 is indicative
of the fact that the state’s own revenue collection has grown more than
proportionately than its GSDP. The buoyancy of grants from Centre to changes in

Graph 1b: Projections in Own Revenue

2029

2030
2031
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the GSDP has fluctuated a lot during the study period ranging from -7.33 during
2020-21 (Covid period) to 12.48 in 2014-15. However, the Covid year 2020-21
deserves a special mention. During this period, as is expected the GSDP fell and in
response, grants from Centre rose sufficiently resulting in the buoyancy of -7.33.
The buoyancy figures for the state’s share in central tax have also fluctuated quite a
lot, reaching a high of 4.62 in 2015-16 and a low of -1.73 in 2019-20. Though
buoyancy of the share in central taxes is positive in the Covid year 2020-21, it
actually indicates a drop in tax receipts from the Centre as the growth rate of GSDP
was also negative during that period.

The state’s own revenue collection comprises of its own tax revenue and non-tax
revenue. The state’s ability to generate its own revenue by an effective taxing policy
and by other means grants it the flexibility to allocate expenditure.

Own tax revenue has grown from Rs. 24938.16 crores in 2011-12 to Rs. 88595.537
crores in 2023-24 (Table 1f). However, the contribution of tax revenue to the state’s
own revenue collection has been on an average, above 92% for the entire period.
The projection for own tax revenue is presented in Table Graph lc below. We
assume a linear trend beginning from FY 2011-12, which is the start of our period
of analysis. The formula we use is simply [(end value/initial value)”(1/n)-1], where
n is the number of years in our period of analysis. This is equivalent to the RRI (Rate
of Return on Investment) function if one were to simply use MS-Excel.

Graph 1c: Projections in Own Tax Revenue (Rs in Lakhs)
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Source: Handbook of Statistics on Indian States 2023-24
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Table 1h presents a comparison of West Bengal’s own-tax revenue to GSDP ratio
(where GSDP has been calculated at current prices) with the average of the 17 major
non-special category states. One can see that the state’s figures are below the
national average. While the national average has been 6% and above between 2011 -
12 and 2023-24, OTR-GSDP ratio for West Bengal has been around 5% for most
years in the same period. This study certainly does not find any improvement in
OTR-GSDP situation for the state. Further, the post-Covid (FY 2022-23 and FY
2023-24) initial trend looks worrisome since the gap between the average of all states
and West Bengal has started increasing. Though this may be due to either ambitious
targeting or greater growth expectations by other states, or both. Clearly, going by
recent budget estimates, the State government of West Bengal does not look to the
immediate future with much promise for greater Own Tax Revenues.
Table 1h: Own Tax Revenue as percentage of GSDP among States and UTs

2022- 2023-
23

Andhra
Pradesh 14.0% | 14.6% | 13.8% | 8.1% | 6.6% | 6.5% | 6.7% | 6.7% | 6.2% | 5.9% | 6.2% 6.5% 7.1%
Arunachal
Pradesh 29% | 2.5% | 3.0% | 2.6% | 29% | 3.6% | 7.8% | 5.0% | 4.1% | 4.7% | 5.0% 6.4%
Assam 53% | 53% | 51% | 48% | 44% | 47% | 55% | 53% | 4.8% | 5.0% | 4.8% 5.2% 5.3%
Bihar 51% | 58% | 63% | 6.1% | 6.8% | 56% | 63% | 58% | 52% | 53% | 5.4% 5.5% 5.8%
Chhattisgarh | 6.8% | 7.3% | 69% | 7.1% | 7.6% | 7.2% | 7.8% | 6.7% | 6.4% | 6.5% | 6.6% 7.1% 7.5%
Goa 6.0% | 7.7% | 10.0% | 8.1% | 72% | 6.8% | 72% | 6.8% | 6.3% | 57% | 7.1% 7.1%
Gujarat 72% | 74% | 7.0% | 6.7% | 6.1% | 55% | 55% | 54% | 49% | 43% | 5.1% 6.1%
Haryana 6.9% | 6.8% | 64% | 6.3% | 62% | 6.1% | 6.5% | 6.1% | 58% | 57% | 6.1% 6.6% 6.9%
Himachal
Pradesh 5.6% | 5.6% | 54% | 5.7% | 59% | 5.6% | 5.5% | 52% | 4.8% | 5.3% | 5.6% 5.7% 6.3%
Jammu &
Kashmir 6.1% | 6.7% | 6.6% | 6.4% | 6.3% | 6.3% | 7.7% | 6.3% | 58% | 53% | 6.2% 7.4% 8.4%

Jharkhand 4.6% | 4.7% | 5.0% | 4.7% | 5.6% | 5.6% | 5.4% | 4.8% | 54% | 5.7% | 5.7% 5.9% 6.7%
Karnataka T79% | 7.09% | 7.7% | 7.7% | 72% | 6.9% | 6.8% | 6.6% | 6.3% | 59% | 6.1% 6.3% 6.9%

Kerala 71% | 73% | 69% | 69% | 6.9% | 6.6% | 6.9% | 6.5% | 62% | 6.2% | 6.3% 6.9% 7.1%
Madhya

Pradesh 85% | 80% | 7.6% | 7.6% | 74% | 6.8% | 6.9% | 6.3% | 6.0% | 5.8% | 6.1% 6.3% 6.3%
Mabharashtra | 6.8% | 7.1% | 6.6% | 6.5% | 64% | 62% | 73% | 74% | 71% | 6.3% | 7.0% 7.6% 7.4%
Manipur 28% | 24% | 29% | 29% | 2.8% | 2.8% | 4.7% | 42% | 4.0% | 4.4% | 4.7% 6.0%
Meghalaya 35% | 39% | 4.1% | 40% | 42% | 43% | 64% | 59% | 54% | 6.1% | 5.7% 5.7% 6.0%
Mizoram 25% | 279% | 22% | 2.0% | 2.4% | 2.6% | 44% | 3.6% | 29% | 2.7% | 3.2% 3.2%
Nagaland 25% | 24% | 2.0% | 2.1% | 2.2% | 2.4% | 4.0% | 3.5% | 3.2% | 3.4% | 4.0% 3.9%

Odisha 58% | 57% | 57% | 63% | 6.9% | 58% | 7.1% | 6.2% | 6.0% | 6.3% | 5.8% 6.2% 6.2%
Punjab 71% | 7.6% | 72% | 7.2% | 6.8% | 6.5% | 6.7% | 6.2% | 5.6% | 5.6% | 5.9% 6.5% 7.0%
Rajasthan 58% | 62% | 6.1% | 63% | 63% | 58% | 6.5% | 64% | 59% | 59% | 6.3% 6.8% 7.5%
Sikkim 2.6% | 3.5% | 38% | 3.4% | 3.1% | 3.2% | 3.6% | 3.3% | 3.1% | 2.9% | 3.3% 3.4% 3.5%

Tamil Nadu 79% | 83% | 7.6% | 73% | 6.8% | 6.6% | 6.6% | 6.5% | 6.2% | 59% | 5.9% 6.3% 6.7%
Telangana 5.8% | 6.9% | 74% | 7.8% | 7.6% | 7.1% | 7.1% | 8.1% 8.4% 8.7%
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Tripura 45% | 46% | 42% | 4.0% | 3.7% | 3.6% | 43% | 3.7% | 3.9% | 3.9% | 3.8% 3.6% 3.5%
Uttar

Pradesh 73% | 71% | 71% | 73% | 7.1% | 6.7% | 7.6% | 7.8% | 7.2% | 7.3% | 7.4% 8.1% | 10.3%
Uttarakhand 49% | 49% | 49% | 52% | 53% | 5.6% | 49% | 54% | 48% | 53% | 5.3% 5.6% 5.8%
West

Bengal 4.8% | 5.5% | 5.3% | 5.5% | 5.3% | 5.2% | 5.9% | 5.6% | 5.1% | 5.3% | 5.3% 5.2% 5.2%
Delhi 5.8% | 6.0% 58% | 54% | 5.5% | 51% | 53% | 5.0% | 4.6% | 4.0% | 4.5% 4.8% 4.8%
Puducherry 94% | 102% | 8.7% | 8.8% | 85% | 8.1% | 7.7% | 7.6% | 6.7% | 5.4% | 7.9% 8.4% 8.5%
All States 6.7% | 6.9% | 6.7% | 6.6% | 6.5% | 6.2% | 6.6% | 6.4% | 6.1% | 5.8% | 6.2% 6.6% 7.7%

Source: RBI: Handbook of State Statistics
In Table 11, we present a comparison of West Bengal’s OTR buoyancy figures with
the other non-special category states. The numbers for the state vis-a-vis the average
of other states is worrying for the years 2020-21 and 2023-24. Budget estimates for
the year 2023-24 show that OTR buoyancy for West Bengal is pegged to be at 1.04
as against the all state average of 10.96.

Table 1i: OTR Buoyancy across States and UTs

2020- 2021- 2022- 2023-
21 22 23 24

Andhra Pradesh 1.5 0.6 -2.6 -0.4 0.8 1.3 1.1 -0.3 -0.1 1.4 1.4 2.1
Arunachal
Pradesh 0.0 2.3 0.3 5.2 4.3 11.3 -2.1 -0.2 10.1 2.0 4.9
Assam 0.8 0.7 0.5 0.4 1.7 2.5 0.7 0.1 -1.8 0.7 1.7 1.1
Bihar 2.0 1.9 0.5 2.7 -0.5 2.2 0.3 -0.2 -0.3 1.1 1.2 1.4
Chbhattisgarh 1.8 0.6 1.4 4.8 0.7 2.1 0.0 0.2 1.6 1.1 1.6 1.8
Goa -1.5 -3.8 0.3 0.1 0.5 1.7 -0.7 -0.8 8.4 3.9 0.9
Gujarat 1.2 0.4 0.6 0.2 0.2 1.0 0.8 -02 | 172.6 2.1 2.5
Haryana 0.9 0.6 0.9 0.9 0.8 1.7 0.2 0.0 1.7 1.4 1.7 1.4
Himachal
Pradesh 0.9 0.7 1.7 1.3 0.5 0.8 0.2 -0.1 -1.3 1.5 1.0 2.4
Jammu &
Kashmir* 2.0 0.8 0.3 0.8 1.0 3.2 -0.4 -2.4 -2.8 2.6 2.3 2.6
Jharkhand 1.2 1.8 0.7 -2.0 1.1 0.6 0.1 9.1 -0.1 1.0 1.5 2.4
Karnataka 1.1 0.9 1.0 0.5 0.6 0.9 0.7 0.5 -3.3 1.2 1.3 2.0
Kerala 1.3 0.5 1.0 1.1 0.6 1.4 0.5 -0.4 1.0 1.1 1.9 1.3
Madhya Pradesh 0.6 0.6 1.0 0.8 0.5 1.1 0.3 0.6 -1.2 1.4 1.3 1.1
Maharashtra 1.3 0.4 0.8 1.0 0.7 3.7 1.3 0.1 7.5 1.7 1.6 0.7
Manipur -1.5 2.4 0.8 0.9 0.7 5.0 -0.8 0.5 -62.3 1.6 3.0
Meghalaya 2.2 2.4 -0.8 1.6 1.3 7.8 0.0 0.0 -3.4 0.6 0.9 1.5
Mizoram 1.6 0.1 0.5 2.8 1.7 7.4 -0.6 -0.6 2.7 2.7 0.9
Nagaland 0.7 -0.1 1.6 1.6 1.7 7.4 -0.7 0.4 17.4 34 0.7
Odisha 0.9 0.9 2.9 3.0 0.1 3.0 0.0 0.5 12.0 0.7 1.7 1.0
Punjab 1.7 0.6 0.9 0.4 0.4 1.3 0.1 -1.2 0.3 1.5 2.1 1.9
Rajasthan 1.5 0.8 1.3 1.0 0.3 2.4 0.7 0.2 1.0 1.4 1.8 1.8
Sikkim 4.6 1.7 0.1 0.4 1.0 1.7 0.1 0.2 -0.1 2.1 1.1 1.4
Tamil Nadu 1.4 0.3 0.6 0.2 0.6 1.0 0.9 0.2 -0.5 1.0 1.5 1.4
Telangana 2.6 1.5 1.4 0.8 0.4 1.9 1.9 1.3 1.3
Tripura 1.3 0.4 0.6 0.6 0.7 2.9 0.0 1.5 1.0 0.8 0.6 0.9
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Uttar Pradesh 0.8 1.0 1.5 0.8 0.5 2.3 1.2 0.0 0.7 1.1 1.7 3.6
Uttarakhand 1.0 1.1 1.6 1.3 1.6 0.0 2.9 -1.7 -0.6 1.0 1.4 1.3
West Bengal 2.3 0.6 1.6 0.7 0.7 2.3 0.5 -0.3 0.2 1.1 0.8 1.0
Delhi 1.3 0.8 0.2 1.2 0.3 1.5 0.3 0.0 3.2 2.0 1.4 1.2
Puducherry 1.7 0.0 1.4 0.7 0.6 0.3 0.8 -0.6 9.6 5.1 1.7 1.3
All States 1.3 0.7 0.9 0.8 0.6 1.7 0.7 0.1 6.6 1.4 1.6 11.0

Source: RBI: Handbook of State Statistics

The present analysis therefore also observes that the buoyancy is not at all steady for
the state, rather there is too much of volatility. On the earning side too, too much
volatility is not a healthy sign, since, apart from other issues, it is at odds with
committed expenditure of the state which typically is lot less volatile. Apart from
the volatility concern, the buoyancy numbers of West Bengal have been perennially
low (as is true for many other states) which reflects that the efficiency of the tax
collection system is questionable. The implication of this may be more dependence
on the Centre, inaccuracy in designing budgets as well as forecasting future
revenues among others, suboptimal compliances and policy inefficiency.

Table 1j: Composition of Own Tax Revenue of the State Government
Year 2011-12 2012-13 2013- 201 201 2016-17 2017 2018- 2019- 2020- 2021-
14 4- 5-16 -18 19 2020 2021 2022

15

Agri IT 0.0% 0.0% 0.0% 0.0 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
%

Professio 1.7% 1.4% 1.3% 1.2 1.1% 1.1% 0.9% 0.9% 1.0% 1.0% 0.9% 0.9% 0.9%

n Tax %

Stamps 11.0% 13.3% 11.3% 10.6 | 9.8% 9.6% 9.1% 9.1% 9.9% 9.2% 10.4% 9.0% 8.4%

& %

Registra

tion Fees

Sales 63.7% 56.6% 61.2% | 61.0 61.3 61.5% 22.5 12.6% 11.8% 15.6% 14% 15.3 15.7%

Tax % % % %

Taxes on 4.0% 3.7% 3.8% 3.8 4.0% 4.1% 4.0% 4.1% 4.3% 3.9% 3.7% 4.1% 4.0%

Vehicles %

Goods & 0.0% 3.9% 2.8% 2.2 2.0% 2.1% 2.7% 0.7% 0.1% 0.5% 0.0% 0.0% 0.0%

Passenge %

r

Taxes 1.6% 5.6% 3.4% 4.9 4.9% 2.9% 4.0% 4.3% 4.0% 3.7% 3.4% 3.5% 3.5%

and %

Duties

on

Electrici

ty

Entertai 0.2% 0.2% 0.2% 0.2 0.2% 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

nment %

Tax

SGST 0.0% 0.0% 0.0% 0.0 0.0% 0.0% 34.6 45.6% 45.0% 43.1% 44% 43.8 42.7%
% % %
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Land 7.5% 6.2% 6.3% 5.8 5.8% 5.6% 5.0% 4.6% 4.5% 4.6% 3.9% 3.9% 3.8%
Revenue %

Other 1.7% 1.2% 1.3% 1.2 1.3% 1.2% 0.9% 0.9% 0.9% 0.8% 0.7% 0.7% 0.7%
Taxes %

and

Duties

State 8.5% 8.0% 8.4% 9.1 9.4% 11.5% 16.2 17.2% 18.5% 17.7% 19.1% 18.9 20.2%
Excise % %

The prominent contributor to the state’s own tax revenue has been the Sales tax;
however, since 2017-18, (when GST was implemented), SGST took over this role,
though the state excise tax and sales tax remained important contributors. The
contribution of SGST has grown from 34.6% in 2017-18 to 42.7% in 2023-24. The
contribution of state excise tax has increased from 8.5% in 2011-12 to 20.2% in
2023-24 (see Table 1j).

Sales tax is another important component of own taxes and has contributed more
than 60% in the years between 20111-12 and 2016-17. Since then, there has been a
steady fall and it is estimated to contribute 15.7% to own tax revenue in 2023-24.
GST subsumes state sales tax/VAT and central sales tax. When GST was
implemented in July 2017, it subsumed state VAT and central sales tax among other
state taxes!. That would account for the sales tax figure dropping.

Taxes on goods and passengers is a small component of own revenue collection of
the state and has not shown much revenue potential. This tax is not included under
GST except under entry #52 of the State List whereby “taxes on the entry of goods
into a local area for consumption, use or sale therein” has been subsumed under
GST?. Its contribution has been meagre. Contribution of revenue from stamps and
registration has fallen from 11% to 8.4% over this period. A similar trend has been
observed for Land Revenue whose contribution fell steadily from 7.5% to 3.8% over
the period of study. The annual year-to year growth rate of the different components
of the state’s own tax revenue has been presented in Table 1k.

! Ministry of Finance-Department of Revenue; Central Board of Indirect taxes and Customs; Cbic-
gst.gov.in

2 NIPFP Working paper 416, Mukherjee S., Jadhav V., and S. Badola: Revenue Potential of Passenger
and Goods Tax (PGT) across Indian States.
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Table 1k: Annual Growth of Components of Own Tax Revenue (%)

2022-
2013- | 2014- | 2015- 2016- | 2017- 2019-  2020- 2021- 23 2023-24
14 15 16 17 18 21 (BE)

Agri IT 12.1 443 | -38.5| -274| -163 8.7 -87.1 -29.7 -32.4 -46.7 6.8 20.0

Profession Tax 5.0 3.9 -0.2 4.6 4.9 3.9 6.0 5.0 1.3 11.3 7.8 7.0
Stamps &

Registration

Fees 59.5 -7.0 3.5 -0.5 5.0 20.0 6.8 7.2 -8.3 33.3 -34 5.0
Sales Tax 16.8 18.2 9.5 8.4 7.4 -53.5 -39.9 -8.3 31.2 5.9 21.9 14.5
Taxes on

Vehicles 21.3 10.6 11.4 13.4 9.5 23.9 10.6 1.5 -10.2 13.3 23.1 10.0
Goods &

Passenger - -22.1 -14.1 -2.5 11.5 64.0 -71.6 -92.2 842.4 -98.5 -100.0

Taxes and

Duties on

Electricity 350.1 -34.0 60.5 7.4 -36.9 76.9 14.6 -9.5 -8.6 7.7 16.8 12.2
Entertainment

Tax 13.7 4.8 14.5 27.1 4.8 -77.5 | -136.5 | 174.9 | -159.2 | 101.0 10.0 11.4
SGST - - - - - - 41.2 -3.0 -4.7 20.2 11.3 8.5
Land Revenue 8.1 11.4 1.0 7.9 4.6 11.9 -1.0 -4.2 1.0 -0.5 12.4 10.0
Other Taxes

and Duties -8.8 20.1 1.5 21.1 -0.6 -3.8 -0.5 4.8 -17.1 9.1 15.1 10.0
State Excise 23.8 15.1 18.9 11.9 30.2 78.7 13.7 5.7 -5.0 27.0 10.8 19.5
State's Own

Tax Revenue 31.6 9.2 10.0 7.8 7.0 26.9 7.2 -1.9 -0.6 17.9 11.8 11.4

*Source: RBI State Finances: A Study of Budgets

1.3 Suggestions to improve tax revenue through industrial policies

Several recommendations to improve tax revenue were made in the 15" finance
commission report presented in details which was submitted by us, are still valid.

1. Agro-based industries: There is still a huge potential of expansion of agro
based industries in the state. Animal husbandry and fisheries based industries
should be encouraged. Due to its proximity to North-Eastern states, strategic
points could be developed as hubs for processing and packaging of various
products to be sent there. The tea industry also needs a special focus as it has
the potential to be a top revenue earner for the state. With a recent surge in
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popularity of coffee, the state needs to actively invest in marketing for tea and
related products.

. Service-based industries: West Bengal has to leverage its reputation as one of
India’s leading state in intellectual capital. Education hubs, IT based
industries have to be actively promoted as these could prove to be a major
growth engine for the state. The state should focus seriously on providing
higher level education through a public-private partnership. Since there is no
shortage of human capital, the state can definitely encourage investment in the
financial sector.

. Textile and Traditional industries: Investments should be made in small and
medium scale handloom and cottage industries as the market for handmade
items like sarees, fabric etc. have skyrocketed in recent years. Traditional
items that are locally item for example in Shantiniketan, Bankura, Purulia etc.
should be marketed heavily which can reduce the unemployment issue by a
huge margin. Also, it helps preserving the traditional knowledge and skills of
the population of the state. The state should invest in skill development in
these areas in addition to marketing to enhance revenue from these industries.



CHAPTER II

NON-TAX REVENUES
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Chapter Il Non-Tax Revenues

2.1. Assessment of Non-tax Revenue Profile of the State:

Own non-tax revenue sources of the state include interest receipts, income from
dividends and profits, revenue earned from general services (state lotteries etc.),
social services, which include education, medical and public health, urban
development, and economic services like crop husbandry, forestry and wildlife etc.
The non-tax component of own revenue has seen a CAGR of 11.6 % in the pre-covid
period 2011-20 and a CAGR of 3.1% from 2011-23, if one includes the post covid
years. Table 2a presents a comparison of the CAGR of non-tax revenue for the state
of West Bengal with the other states.

Table 2.a: CAGR of ONTR of different states

State/Union Territory Pre-Covid CAGR Post-Covid CAGR Covid Impact

(2011-2020) (2011-2023) (percentage point)
Uttar Pradesh 29.8% 1.8% -28.0%
NCT Delhi 11.4% 2.4% -9.0%
Puducherry 34.5% 25.8% -8.7%
West Bengal 11.6% 3.1% -8.4%
Punjab 21.5% 14.2% -7.3%
Gujarat 16.7% 10.1% -6.6%
Kerala 21.4% 17.6% -3.9%
Uttarakhand 17.0% 14.4% -2.7%
Assam 8.6% 6.0% -2.6%
Tamil Nadu 10.8% 9.4% -1.3%
Bihar 19.5% 19.2% -0.3%
Meghalaya 4.7% 4.4% -0.3%
Arunachal Pradesh 7.6% 7.4% -0.2%
Jharkhand 14.1% 14.0% -0.1%
Mizoram 15.2% 15.9% 0.7%
Himachal Pradesh 3.4% 4.2% 0.8%
Karnataka 8.2% 9.4% 1.2%
Rajasthan 7.0% 8.2% 1.3%
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Madhya Pradesh 4.1% 5.7% 1.6%
Haryana 5.8% 7.9% 2.2%
Maharashtra 7.2% 9.4% 2.2%
Tripura 3.0% 5.6% 2.6%
Chbhattisgarh 8.7% 13.3% 4.5%
Sikkim -5.0% -0.4% 4.6%
Jammu & Kashmir 9.9% 14.9% 5.0%
Goa 2.1% 7.4% 5.2%
Manipur -9.9% -2.0% 7.9%
Nagaland 4.8% 12.9% 8.1%
Telangana 2.7% 11.4% 8.7%
Odisha 10.8% 19.7% 8.9%
Andhra Pradesh -21.3% -6.3% 15.0%
All States and UTs 12.8% 10.0% -2.8%

Source: RBI State Finances: Study of Budgets *CAGR for Andhra Pradesh and Telangana have been computed
for the period after the passing of Andhra Pradesh Reorganisation Act of 2014.

Own non-tax revenue as a percentage of GSDP is a good measure of the extent of
revenue mobilization of the state. Table 2b below presents a comparison of the
performance of West Bengal in this regard with the other states. It is easily seen that
ONTR-GSDP ratio for West Bengal has always been below that of the national
average. According to the budget estimates for 2023-24, the ratio (in percentage) for
West Bengal is pegged to be at 0.4% as against the national average of 1.3%.

Table 2b: ONTR to GSDP Ratio across States & UTs

States
AP 3.1% | 39% | 33% | 2.1% | 0.8% | 0.8% | 0.5% | 0.5% | 04% | 03% | 04% | 0.5% | 1.1%
ARP 33% | 23% | 2.8% | 2.6% | 2.1% | 2.7% | 1.6% | 2.4% | 2.2% | 2.7% | 24% | 2.3%
AM 2.0% | 1.6% | 1.5% | 1.2% | 1.2% | 1.7% | 14% | 2.7% | 1.6% | 0.9% | 0.9% | 1.1% | 1.2%
BR 04% | 04% | 0.5% | 0.5% | 0.6% | 0.6% | 0.7% | 0.8% | 0.6% | 1.1% | 0.6% | 0.8% | 0.8%
CH 26% | 2.6% | 2.5% | 22% | 23% | 2.2% | 2.2% | 2.4% | 2.3% | 2.0% | 3.4% | 3.4% | 3.6%
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GA 55% | 48% | 4.6% | 4.9% | 4.4% | 43% | 44% | 4.0% | 3.6% | 3.9% | 4.7% | 5.7%
GJ 09% | 0.8% | 09% | 1.0% | 1.0% | 1.1% | 1.1% | 0.9% | 1.1% | 0.6% | 0.7% | 0.7%
HR 1.6% | 1.3% | 1.2% | 1.1% | 1.0% | 1.1% | 1.4% | 1.1% | 1.0% | 1.0% | 0.9% | 1.1% | 1.2%
HP 26% | 1.7% | 1.9% | 2.0% | 1.6% | 1.4% | 1.7% | 1.9% | 1.6% | 14% | 1.5% | 1.6% | 1.7%
JK 2.6% | 2.5% | 3.0% | 2.0% | 3.3% | 3.3% | 3.1% | 2.7% | 2.6% | 24% | 2.6% | 42% | 5.6%
JH 2.0% | 2.0% | 2.0% | 2.0% | 2.8% | 2.3% | 29% | 2.7% | 2.8% | 2.5% | 2.7% | 3.1% | 3.7%
KT 0.7% | 0.6% | 0.5% | 0.5% | 0.5% | 0.5% | 0.5% | 0.5% | 0.5% | 0.5% | 0.6% | 0.5% | 0.5%
KR 0.7% | 1.0% | 1.2% | 1.4% | 1.5% | 1.5% | 1.6% | 1.5% | 1.5% | 09% | 1.1% | 1.5% | 1.5%
MP 24% | 1.8% | 1.8% | 2.2% | 1.6% | 1.4% | 1.2% | 1.6% | 1.1% | 1.0% | 1.4% | 1.1% | 1.1%
MH 0.6% | 0.7% | 0.7% | 0.7% | 0.7% | 0.6% | 0.7% | 0.6% | 0.5% | 0.6% | 0.6% | 0.6% | 0.6%
MN 24% | 1.7% | 1.6% | 1.0% | 0.8% | 0.8% | 0.7% | 0.6% | 0.5% | 0.5% | 0.3% | 0.6%
MG 1.8% | 22% | 2.6% | 1.5% | 0.9% | 2.5% | 1.2% | 13% | 1.5% | 1.5% | 1.3% | 1.3% | 1.4%
MI 23% | 25% | 1.9% | 1.8% | 2.0% | 2.1% | 2.0% | 2.1% | 2.1% | 23% | 2.3% | 2.8%
NG 1.9% | 1.5% | 1.3% | 1.5% | 1.3% | 1.6% | 1.6% | 1.0% | 1.1% | 0.8% | 0.9% | 2.4%
OD 28% | 3.1% | 2.8% | 2.6% | 2.7% | 2.0% | 1.9% | 2.9% | 2.7% | 3.6% | 7.8% | 6.1% | 6.2%
PN 0.5% | 09% | 1.0% | 0.8% | 0.7% | 1.4% | 0.9% | 1.5% | 1.2% | 0.8% | 0.8% | 0.9% | 1.1%
RJ 21% | 25% | 2.5% | 2.1% | 1.6% | 1.5% | 1.9% | 2.0% | 1.6% | 1.3% | 1.6% | 1.6% | 1.6%
SK 94% | 6.5% | 5.7% | 45% | 2.3% | 2.2% | 2.5% | 2.3% | 2.2% | 2.0% | 1.8% | 23% | 2.2%
TN 0.8% | 0.8% | 1.0% | 0.8% | 0.8% | 0.8% | 0.7% | 0.9% | 0.7% | 0.6% | 0.6% | 0.6% | 0.7%
TL 1.3% | 2.5% | 1.5% | 1.0% | 1.2% | 0.8% | 0.6% | 0.8% | 1.2% | 1.5%
TR 1.1% | 0.8% | 1.0% | 0.7% | 0.7% | 0.6% | 1.1% | 0.7% | 0.5% | 0.5% | 0.4% | 0.5% | 0.5%
UP 14% | 1.6% | 1.7% | 2.0% | 2.0% | 2.2% | 1.4% | 1.9% | 4.8% | 0.7% | 0.6% | 0.5% | 0.9%
UT 1.0% | 1.2% | 0.9% | 0.7% | 0.7% | 0.7% | 0.8% | 1.4% | 1.7% | 1.8% | 1.0% | 1.6% | 1.4%
WB 03% | 0.3% | 0.3% | 0.2% | 0.2% | 0.3% | 0.3% | 0.3% | 0.3% | 0.5% | 0.1% | 0.1% | 0.4%
DL NCR | 0.1% | 02% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1% | 0.1%
PUD 09% | 0.6% | 55% | 5.8% | 43% | 42% | 43% | 4.6% | 44% | 40% | 53% | 43% | 43%
ALL 1.2% | 1.2% | 1.2% | 1.2% | 1.1% | 1.1% | 11% | 1.2% | 1.3% | 0.9% | 1.0% | 1.0% | 1.3%

Source: RBI State Finances: Study of Budgets

The growth rate of own non-tax revenue for the state has fluctuated a lot during the
study period. It was much above the national average for the years 2012-13, 2016-
17 and 2020-21. In 2012-13, the annual growth rate of ONTR for West Bengal was
43.1% as against the national average of 18.3%. Similarly, in the years 2016-17 and
2020-21, the figures for West Bengal was 58.4% and 61.8% respectively (national
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average being 10.2% - 32.7% respectively). According to the budget estimates for
2023-24, ONTR for West Bengal is supposed to grow at a huge 238.8% compared
to the national average of 25.4%. However, the share of own non-tax revenue in total
revenue of the state has not changed much over the study period. While it was around
5.1% of total revenue in 2011-12, it is estimated to be around 6.71% in 2023-24
(refer to Table 1f).

Table 2¢: Growth Rate of ONTR across States & UTs
2013-  2014- 2015- | 2016- 2017- 2019-  2020-

States 14 15 16 17 18 20 21

Andhra Pradesh | 36.8% | -3.3% | 29.1% | -552% | 5.5% | -26.6% | 153% | -24.6% | 2.4% | 47.8% | 29.8% | 136.5%

Arunachal -
Pradesh 21.3% | 42.6% | 13.1% | -14.4% | 39.0% | -32.8% | 66.4% 6.9% 28.6% | -7.4% 2.2% 7.1%
Assam 13.7% 9.3% 10.8% | 13.6% 58.8% -6.5% | 101.9% | -32.6% | 47.6% | 23.4% 51.4% 29.4%
Bihar 27.5% | 36.1% 0.8% 40.3% 9.9% 45.9% 17.8% | -10.4% | 67.6% | -35.8% | 54.0% 6.1%

Chhattisgarh 13.8% | 10.5% | -4.4% 7.0% 8.7% 11.8% | 21.5% 3.0% 10.0% | 94.1% | 15.5% 13.8%

Goa 20.7% | -93% | 40.0% | 4.6% 11.5% | 11.8% | -52% -4.7% 5.9% | 30.6% | 33.6% 19.1%

Gujarat 14.0% | 16.6% | 36.0% 6.8% 30.9% 129% | -11.0% | 349% | 42.0% | 33.6% 8.2% 12.2%
Haryana -1.0% 6.5% -7.3% 3.0% 30.4% 471% | -12.5% | -7.2% | -5.9% 6.2% 48.1% 15.5%
Himachal - -

Pradesh 28.1% | 29.6% | 16.6% | -11.7% | -6.5% 37.7% 19.7% | -11.6% | 12.5% | 19.4% 15.7% 14.0%
Jammu & -

Kashmir 7.9% 32.9% | 31.1% | 97.8% 4.1% 7.1% -0.3% -2.0% | -4.3% 18.7% 90.6% 47.3%

Jharkhand 164% | 6.1% 15.5% | 35.0% | -8.6% | 46.6% 5.2% 6.0% 13.6% | 32.6% | 28.4% | 34.0%

Karnataka -3.0% 1.7% 16.3% | 14.2% 8.2% 11.8% 4.6% 134% | 2.8% | 492% | -7.1% 14.2%
Kerala 62.0% | 32.8% | 30.7% | 15.7% | 151% | 15.5% 5.2% 4.1% | 403% | 42.8% | 46.8% 11.3%
Madhya
Pradesh -6.5% | 10.1% | 34.7% | -17.4% | 6.0% -0.3% | 46.7% | -22.1% | -43% | 54.6% | -9.8% 8.1%

Maharashtra 22.2% | 13.7% | 10.8% | 6.7% -53% | 312% | -5.0% -98% | 11.7% | 20.9% | 14.2% 9.6%

Manipur 25.6% | 12.5% | 29.5% | -19.0% | 10.7% 5.5% -4.6% | -187% | 9.6% | -27.7% | 133.6% | 60.0%

Meghalaya 31.8% | 233% | 42.6% | -33.2% | 199.1% | -46.4% | 16.6% | 23.8% | -1.3% 0.4% 12.4% 25.9%

Mizoram 26.8% | -89% | 24.7% | 23.1% | 22.5% 7.1% 15.1% 16.0% 7.7% 10.7% | 37.5% 4.9%

Nagaland 11.2% 4.8% 24.9% | -5.5% 35.2% 124% | -34.4% | 329% | 283% | 25.1% | 191.8% | -57.0%

Odisha 25.4% 3.7% -3.7% 7.9% -1.7% 4.4% 70.0% 2.6% 33.3% | 178.0% | -143% | 12.9%

Punjab 87.8% | 214% | -9.7% | -8.0% | 121.2% | -264% | 75.6% | -12.2% | 37.6% | 152% | 26.5% 29.3%

Rajasthan 323% | 11.9% | -2.5% | -17.4% | 6.3% 355% | 182% | -15.5% | 13.1% | 37.4% | 16.8% 10.9%
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Sikkim 22.-8% -1.6% 12.-1% -40.8% | 9.4% 44.7% 0.6% 5.3% -4.5% 2.9% 46.8% 7.9%
Tamil Nadu 153% | 42.6% 10.-6% 6.8% 11.2% 8.6% 31.9% | -9.2% 19.-1% 16.3% | 263% | 32.1%
Telangana 123.6% | -32.1% | -20.0% | 27.9% | -26.5% 17.-1% 452% | 72.7% | 49.1%
Tripura 16.-4% 38.0% 20.-6% 342% | -16.7% | 125.1% | -24.5% | -26.9% | 4.8% -3.9% | 42.3% 15.4%
Uttar Pradesh | 27.8% | 26.8% | 21.2% | 16.1% | 25.1% | -31.6% | 52.1% | 171.4% 85.-5% -3.5% 7.5% 93.5%
Uttarakhand 41.1% | -17.8% 15.-7% 9.9% 103% | 31.5% | 87.0% | 20.8% | 4.3% | -33.9% | 80.6% -4.3%
West Bengal | 43.1% | 5.5% 19.13% 14.4% | 58.4% | 5.7% 17.4% | -12.2% | 61.8% | -67.5% | 11.4% | 238.8%
NCT Delhi 36.0% | 5.1% -3.9% | -18.6% | -26% | 101.0% | -15.9% | 70.3% 10.-7% -15.6% | -27.4% | 75.0%

Puducherry 22.-9% 911.0% | 9.0% | -12.5% | 9.4% 104% | 153% 3.4% 10.-9% 49.6% | -12.2% 7.9%

All States and -

UTs 18.3% | 13.9% | 8.3% 6.7% | 10.2% | 5.0% | 21.8% | 19.3% | 32.7% | 40.6% | 15.0% | 25.4%

Source: RBI State Finances: Study of Budgets

2.2 Explanatory Note on jump in Own Non Tax Revenue in FY 2023-24 (BE)

Looking at Table 2c, we notice an outsized jump in the Budget Estimates for Own
Non-Tax Revenue of the State for FY 2023-24. The 238.8% growth expected in the
ONTR, between FY 2022-23 and FY 2023-24 (BE) stands in stark contrast to the
conservative pre-pandemic Budget Estimates. Even if we were to restrict our
analysis to Budget Estimates, year-to-year increases in the target were fairly stable
in the run-up to the pandemic. The table and figure below chart out the evolution of
BE, RE and Actuals and the gaps between them for Non-Tax Revenue in West

Bengal.

Table 2.d: West Bengal's Non-Tax Revenues: Targets vs Actuals

(Rs Crore)

Fiscal Year

2015-16

Budget

Estimate

2,379.89

Revised
Estimate

2,142.01

1,861.79

BE Gap

-518.10

RE Gap

-280.22

2016-17

2,688.00

2,038.15

2,949.86

261.86

911.71
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2017-18 2,220.96 3,173.10 3,117.17 896.21 -55.93
2018-19 3,395.41 4,153.98 3,657.59 262.18 -496.38
2019-20 3,987.26 4,018.00 3,212.90 -774.35 -805.10
2020-21 4,266.00 2,466.31 5,198.35 932.35 2,732.05
2021-22 4,611.73 2,884.83 1,690.17 -2,921.57 -1,194.67
2022-23 6,672.37 1,882.18 2,196.82 -4,475.56 314.64
2023-24 6,376.88 3,148.08
2024-25 6,317.47
Source: RBI Study of State Finances 2024-25
Gaps between Actuals and BE, RE Estimates
® BE Gap ®mRE Gap
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3,000.00

2,000.00
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The big break comes in FY 2020-21 when on 22" May 2020, the RBI relaxed the
guidelines for withdrawal by States from their own Consolidated Sinking Funds (a
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fund into which State governments set aside money over time, in order to retire its
debt). This was done in a bid to deal with weakened State balance sheets owing to
the pandemic.

Box: Consolidated Sinking Funds
The Consolidated Sinking Fund was set up under the recommendations of the 12"
Finance Commission for amortization of loans. The guidelines suggested that the
State contributions to the CSF be 0.5 per cent of the outstanding liabilities as of the
end of the previous year.
From the RBI’s ‘Statement on Developmental and Regulatory Policies’ dated 22"
May 2020:
“State Governments maintain a Consolidated Sinking Fund (CSF) with the Reserve
Bank as a buffer for repayment of their liabilities. In the light of the Covid-19
pandemic and the consequent stress on State Government finances, the RBI has
reviewed the Scheme and has decided to relax the rules governing withdrawal from
the CSF, while at the same time ensuring that depletion of the Fund balance is done
prudently. This will enable States to meet a larger proportion of their redemption of
market borrowings falling due in the current financial year from the CSF. These
relaxations to states will release an additional amount of about 313,300 crore.
Together with the normally permissible withdrawal, this measure will enable the
states to meet about 45 per cent of their redemptions due in 2020-21 through
withdrawal from CSF. This change in withdrawal norms will come into force with
immediate effect and will remain valid till March 31, 2021.

In response to COVID-19, The requirement of fiscal resources had been increased
with likely implications for market conditions going forward. The RBI shall remain
watchful and support the smooth completion of the borrowing programme of the
Centre and States in the least disruptive manner.”

Table 2.e: West Bengal's Receipts from Consolidated Sinking Fund

Fiscal Year Budget Estimate Revised Estimate Actuals
2019-20 0.00 0.00 0.00
2020-21 0.00 0.00 2498.04
2021-22 0.00 1407.00 0.00
2022-23 5000.00 0.00 0.00
2023-24 4335.00 0.00
2024-25 3200.00

Source: West Bengal Budget-Receipts under Consolidated Fund for various years
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In FY 2020-21, West Bengal withdrew Rs. 2,498 crore from its Consolidated
Sinking Fund to deal with pandemic-time commitments, increasing its Own Non-
Tax Revenues by Rs. 1,985 crore (61.78 per cent). These were listed in the ‘Receipts
under Consolidated Fund for FY 2022-23’ statement given in the Revenue Account
of West Bengal’s Budget put out in March, 2022. The major head of choice was
‘0049-Interest Receipts’ because surplus cash balances are invested in short and
long-term Gol Securities and Treasury Bills. The returns and profits are invested in
the Consolidated Sinking Fund and Guarantee Redemption Fund, credited as
receipts under the head ‘0049-Interest Receipts’.

Table 2.f: West Bengal's Non-Tax Revenues without CSF component (Rs
Crore)

Fiscal BEw/oCSF | REw/o CSF  Actuals w/o BE Gapw/o RE Gap w/o

Year Interest Interest CSF Interest  CSF Interest CSF IP
2015-16 2,379.89 2,142.01 1,861.79 -518.10 -280.22
2016-17 2,688.00 2,038.15 2,949.86 261.86 911.71
2017-18 2,220.96 3,173.10 3,117.17 896.21 -55.93
2018-19 3,395.41 4,153.98 3,657.59 262.18 -496.39
2019-20 3,987.26 4,018.00 3,212.90 -774.36 -805.10
2020-21 4,266.00 2,466.31 2,700.31 932.35 2,732.04
2021-22 4,611.73 1,477.83 1,690.17 -2,921.56 212.34
2022-23 1,672.37 1,882.18 2,196.82 524.45 314.64
2023-24 2,041.88 3,148.08
2024-25 3,117.47

Source: RBI Study of State Finances 2024-25
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Post-pandemic Divergence: Budget Estimates and Actual ONTR
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— = BE w/o CSF Interest — = RE w/o CSF Interest —= = Actuals w/o CSF Interest

The years following this pandemic-time measure have seen no further receipts from
the CSF but the State government continues with an elevated target for each budget,
as seen in the figure above. A helpful exercise would be to isolate the target for the
remaining components of Non-Tax Revenues. The dotted lines show the ONTR
series without the impact of the CSF influx. Removing the CSF component from the
ONTR Budget Estimates, we see the divergence that the expectations of further
funds from the CSF has caused between budgeted total ONTR and targets for other
components. In fact, the targets for the other ONTR components have had a shortfall
in FY 2022-23 followed by a recovery in the past two budgets (as shown in the dotted
line in blue).

The impact on the other ONTR components is revealed in the table below. Looking
closely, a clear break in the pattern of receipts occurs around FY 2020-21. In the
years leading up to the pandemic, non-tax revenue receipts from Dividends and
Profits as well as other miscellaneous source such as irrigation, police, medical and
public health showed a rising trend. State lotteries, in particular, had the strongest
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growth in receipts witnessing a 10 time increase from FY 2017-18 to FY 2018-19.
The robust collections continued until the onset of the pandemic in FY 2020-21.

The CAG’s Performance Audit on the West Bengal State Lotteries pointed to several
deficiencies. They primarily had to do with the organization and monitoring of
lotteries, which was hurting revenues prior to the pandemic, as seen in Table 2g.
Despite the pandemic-time highs, the recent spate of poor collections points out that
the systemic issues still persist. Key issues were the poor monitoring mechanism led
to sale of tickets of other State lotteries without payment of charges. Also, full
amount of revenue from the distributor could not be credited to the government’s
coffers due to improper accounting procedures.

Table 2.g: Major Heads under Own Non-Tax Revenues for West Bengal
2016- 2017- 2018- 2019- 2020- 2021- 2022- 2023-24 2024-25

Revenue Head 19 20 21 22 23 (RE) (BE)
Interest Receipts 1,201 | 1,396 | 806 | 321 |2,824 | 306 | 318 337 3,557
Dividend and Profits 1 37 47 82 2 158 165 423 438
Other Non-Tax Receipts,

of which 1,748 | 1,684 | 2,804 | 2,810 | 2,372 | 1,226 | 1,714 | 2,388 2,322
a) Major and Medium

Irrigation 7 9 16 15 4 5 10 11 12
b) Road Transport 105 | 124 74 64 62 64 122 115 122
c¢) Urban Development 37 34 22 26 29 61 58 129 134
d) Education 177 68 63 63 30 55 94 132 139
e) Non-Ferrous Mining 400 | 422 | 326 | 215 | 173 | 195 | 331 351 372
f) Others or Misc. , of

which 1,022 | 1,027 | 2,303 | 2,427 | 2,074 | 846 | 1,099 | 1,650 1,543
State Lotteries 142 | 118 | 1,105(1,248 | 1,327 | 59 56 60 63
Medical & Public Health | 135 | 210 | 262 | 244 | 260 | 179 | 231 302 297
Police 144 | 187 | 254 | 182 | 126 | 183 | 243 258 274
Total 2,950 | 3,117 | 3,657 | 3,213 | 5,198 | 1,690 | 2,197 | 3,148 6,317

Source: West Bengal Budget-Receipts under Consolidated Fund for various years

It is clear from the numbers above that the pandemic has severely hurt the revenue
prospects for West Bengal’s Non-Tax sources as almost every head has registered a
significant decline. The RBI’s move toward relaxing CSF withdrawal guidelines for
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the states has most definitely buffered the effects in FY 2020-21, but further
withdrawals have not occurred. It seems that the state is hopeful of further
relaxations for CSF withdrawal in light of the weak non-tax revenue performance
since the pandemic. This hope is indeed reflected by the high Budget Estimate
numbers for CSF receipts in the past three State budgets (FY 2022-23 to FY 2024-
25), as discussed earlier.

2.3 Buoyancy of non—tax revenue

An indicator of sensitivity of non-tax revenue to changes in GSDP is derived by
dividing the percentage change in non-tax revenue in a year by the percentage
change in GSDP in the same year. A negative buoyancy implies that an increase
(decrease) in GSDP is accompanied by a decrease (increase) in own non-tax
revenue. Buoyancy of non-tax revenue reached a high of 6.19 in 2016-17 as against
the national average of 0.79. It fell thereafter. However, in 2023-24 it is expected to
be 21.62, much higher than the national average of 15.67. The projections for the
state’s own non-tax revenue receipts are presented in Table 2e.

Table 2.h: Own Non-Tax Revenue Buoyancy across States and UTs
13 -14 |15 16 17 18 19 20 21 zz 23 RE | 24 BE

Andhra 436 -026 222 -3.65 -1.79 3 -4.12 220 13.07
Pradesh

Arunachal ~ -1.59 263 056  -4.71 519 254 522 037 17.10  -1.04 030

Pradesh

Assam 143 070  -1.07 083 507  -0.57 11.02  -2.69  23.45 .12 3.10 1.54
Bihar 1.93 294 010 48 075 406 141 -1.02 2801 255 353 042

Chbhattisga 1.12 0.64 -0.64 3.81 0.52 1.56 1.37 0.56 -4.52 5.70 1.18 1.54
rh

Goa 2.07 1.62 1.21 0.30 0.80 1.17 -1.45 -1.07 -5.08 3.21 3.45
Gujarat 0.79 1.45 2.55 0.59 2.30 0.93 -0.90 4.17  655.65 1.78 0.56
Haryana -0.06  0.43 -0.77 0.23 2.28 341 -1.33 -1.29 4.88 0.32 3.63 1.37

Himachal -2.02  2.05 1.74 -1.16 -0.65 3.66 2.78 -1.60 2.64 1.43 1.38 1.71
Pradesh

Jammu & 0.70 338 -10.82 5.12 0.62 0.60 -0.02 -0.77 -1.92 1.51 5.40 498
Kashmir*

Jharkhand 1.04 0.77 0.98 -6.42 -0.60 3.28 0.39 3.95 3.08 1.22 2.59 3.25
Karnataka = -0.20  0.10 1.37 0.99 0.53 1.13 0.42 1.45 1.75 2.40 -0.48 1.40

Kerala 468 2.56 3.00 1.62 1.17 1.47 0.42 1.31 7.94 2.16 4.36 0.94
Madhya -0.31 0.66 3.76 -1.37 0.30 -0.02 3.27 -1.87 -2.14 3.53 -0.70 0.86
Pradesh

Mabharasht 1.59 1.05 1.38 0.64 -0.45 4.44 -0.67 -1.93 -6.76 1.02 0.89 0.88
ra
Manipur -4.00  0.70 -2.45 -2.46 1.19 0.26 -0.74 211 -77.72 -1.57 8.98
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Table 2.i: Projection in Own Non Tax Revenue Receipts

Own Non Tax Revenue: Projected Value (Rs in

g Crores)
2024-25 4482 .46
2025-26 4717.82
2016-27 4953.17
2027-28 5188.53
2028-29 5423.89
2029-30 5659.24
2030-31 5894.6

Graph 2b: Projections in Own Non Tax Revenue (Rs in Lakhs)

We assume a linear trend beginni