PARIKSHAPDF « RAS MAINS FOUNDATIONS ¢« LESSON 3

Budgets Deficits and Fiscal Choices

dSic °T¢ 3R ISihvYg faehey

Classify receipts and expenditure, calculate three key deficits, and assess Rajasthan fiscal choices using
quality, sustainability and distribution.

Ui 3R g aiffepd e, ot U@ |re fFehTel qT TuraT, fRRaT 3R faarur & SMUR WR ISR & ISThiNy faeed
RE |

Learning goals

fH 8y

You will separate revenue from capital accounts, distinguish borrowing from non-debt receipts,
calculate revenue/fiscal/primary deficits, and explain why a deficit needs interpretation rather than a
one-word verdict.

3T ST 3R Goit Wl ST R Hehdl, IUR chl TR-3-0T UTGIaT & 3Tl R Hehil, IsTeal/rsTehIsa/arefies are Feprer
et 3R ©1¢ Y SAREAT R Tl |

Build the concept
STAYROT qHE

What a budget records / 5T o1 &of hRdT &

A budget sets out expected receipts and authorised spending for a financial year. Budget Estimates (BE)
are plans; Revised Estimates (RE) update expectations; actuals record realised outcomes. Compare the
same year and estimate category before judging performance. An allocation is not proof that money
was spent or that outcomes improved. Fiscal policy uses taxation and expenditure to influence demand,
distribution and productive capacity.

gote fora ay <t srafara wifear SiR ifdiepd o IdTar 81 srsie AT (BE) AT §; GRifd S1gAT (RE) A8 30emy;
ar&dfaen Sichs UTGT URRUMH a=ifd &1 Ueei= W [ofa & ugel Ta a¥f 3R Srga 2Aoft g e sireie @ a1 dgar
RO T UHTOT gt | ISThi I S e-aga & A1, faraRor 3k Iaurees ermar ueifad &dl &

Receipts and expenditure / uifcaat ok e

Revenue receipts include tax and non-tax revenue and revenue grants; they generally do not create a
repayment liability or reduce assets. Capital receipts either create liabilities, such as borrowing, or
reduce assets, such as loan recoveries or disinvestment. Revenue expenditure includes salaries, interest
and routine maintenance. Capital expenditure includes asset creation and loans or equity investment.
Classify using official accounts: a grant used by another entity to build an asset may still be revenue
expenditure for the grant-giving government.

ToTed Wt & ahr, ek SR SR ISTa SIS &; IHRd: 399 GAYTTaH i Al aa1 a1 uReufy gl gedt| dsh

U SR s €, 919 IUR, a1 uREufRy gerd! 8, S19 ko1 aget/fafaser o sag & dd+, saret ok Fafia wewaa
&1 USht e 7 uReufxy fFAmfor, o7 a1 sfaerd) aw &1 anfdeRes arfferor 3 qudt dwn @t aREufRY 9 &1 s 37
qreft TR & Y Ioa =g ) Tehdr B
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Three deficits three questions / &= are &=t usr

Revenue deficit asks whether revenue receipts cover revenue expenditure. Fiscal deficit asks how much
total expenditure exceeds non-debt receipts. Primary deficit removes interest payments from fiscal
deficit to identify the gap excluding that inherited interest burden. A fiscal deficit is a flow during a year;
outstanding debt is a stock at a date. Debt changes need not equal fiscal deficit exactly because cash
balances and other accounting adjustments also matter.

TSTEE 1T Ul & foh o Uil Ieiea g UR1 el 8 AT 61 | ASTehiNIY HTeT ghel g hl TR-3-0T UTferdl © SifdrehdT
HTUAT 8| UTIfHeh 9Tl ST °1e T TSl Helehe YR &7 J18] hl Blga SidR feardT g1 TsTeniig 91T a¥ ol UdTE &,
gehraT kT fdfY TR HER| Feha AW 3R 31 <Ia1 AT & 0T UREdA Sleh AsTehlvg °1e & SRTR gHT ST gl |

Formulas with conditions
el afga g
Rule 1/ fRaw 1

Revenue deficit (RD) = revenue expenditure (RE) - revenue receipts (RR). Here RE means revenue
expenditure, not Revised Estimates; write the full term if ambiguous. A negative RD is a revenue
surplus.

ST ©1eT (RD) = IoTed 7 — Ioi<d Uifeaar | 3ifsht RE a1 o1 d@g # revenue expenditure a1 Revised Estimates
&l GohdT &; 9H g df o1 A ferd | UTicHes RD o Mfaiy g

Rule 2 / s 2

Fiscal deficit (FD) = total expenditure - [revenue receipts + non-debt capital receipts]. Use expenditure
excluding repayment of past debt in this standard deficit calculation. Do not subtract fresh borrowing
as a receipt here.

ST |1eT (FD) = et o0 — [JToTRa WTfTdr + TR-3-0T Ysit UTfeidi] | $9 A TUMT # QR 50T &l A4 Gl el
g H M 7 | T3 IURY ! Jgi Uit AR 7 ged |

Rule 3/ A% 3

Primary deficit (PD) = fiscal deficit - interest payments. A negative result is a primary surplus. Interest is
already included in expenditure; do not add it again when calculating FD.

UTfAh ©1eT (PD) = ASTenINIY ©TET — SATST I | S0 URUIH Wi Aty g1 arst ugd 81 =ag # i §; FD
Areprerd I9g 39 fRR 7 S|

Rule 4 / Raw 4

State FD ratio (%) = (state fiscal deficit + nominal GSDP of the same year) x 100. Use compatible
currency units and estimate vintages. A ratio can fall because the denominator rises, even when the
rupee deficit increases.

T FD S1UTd (%) = (I9 ASTeniNig =1eT + It I a1 Hifdas GSDP) x 1001 H&T Sch1sal SR STHTH TEeh ol TTd & |
30 # °1eT dgd §Q 8 de+ ¥ IFUTd ° HehdT 8

Analogy and its limits

IUAT MR ITh HAT

Think of a household separating monthly earnings from a bank loan, regular expenses from a durable
purchase, and this year’s interest from old principal. This helps classify flows. Limitation: a government
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can tax, stabilise demand and provide public goods; a state also faces constitutional and borrowing
constraints. A household analogy cannot prove that every public deficit is harmful.

gRaR A1f8es ATE 3R deh k1, Fafid @ ok XS @die, 39 avf & =a1eT 3R QR Hel oA ehl 31T ohdl g1 399 Uarg
gfferzor TSt | HHT: TREAR R 1 Hehell g, AT FRR &R Hehell & 3R A1dSien a¥gU & Hehdll §; I TR GG G
YR TS ot &1 TRl IuAT Gt Frdieh arei bt gifehRen Rieg gl et

Rajasthan application
ASTRIT SIFHANT

Rajasthan application: evaluate an irrigation or drinking-water investment by durable benefits,
maintenance needs, procurement quality and debt-servicing capacity. Teacher salaries are revenue
expenditure yet can support human development; an unused building is capital expenditure yet may
deliver little benefit. Assess expenditure quality, not only its label. Use the state Finance Department
budget for current rules and figures; these lessons claim no current deficit limit or statistic.

SR Ut RS a1 dastet fAasr ot feerss @y, [E@md, @ie ura 3R k0T 4T &7 dT § 0G| fgres da=
ST o glen HY AT faehtd g1 ehdT 8; Suaitl o Usit o gleh S @1 & HehdT 8| chdel ATH Tgl, <0d ora=i
@ | gda fAgw SR siferel &g wsd I fAT 1 soTe 3, g ute adaT arer I a1 Siiehg o &raT g) el

Three worked examples
91 g1 IgI80T

All data are hypothetical. State the unit, write the formula, substitute values and interpret the result.

Goft Sfichs Sredfiah &1 3onTs ford, I &, A W 3R gRumd g\

Worked example 1 All three deficits / g« 3&1g<or 1 =i a1

Invented state budget, all ¥ crore: revenue receipts 900; revenue expenditure 1,000; capital expenditure
excluding debt repayment 250; non-debt capital receipts 50; interest 80. Calculate RD, FD and PD.

ATk T sote, T T ats: siea Wity 900; Isiea e 1,000; 0T FAe YITar ed Ui &g 250; TR-0T Ysit
Tfe 50; =&mst 801 RD, FD, PD fAahrei |

Solution / g

Total expenditure = 1,000 + 250 = 1,250. RD = 1,000 - 900 = 100. FD = 1,250 - (900 + 50) = 300. PD = 300
- 80 = 220. Borrowing finances the gap; adding it to non-debt receipts would hide it.

I gy = 1,000 + 250 = 1,2501 RD = 1,000 - 900 = 1001 FD = 1,250 - (900 + 50) = 3001 PD = 300 - 80 =
2201 IYR 3R & fo7 g §; IT R-k01 Wit F STsAT °rer fure|
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Worked example 2 Deficit ratio / g I&IgRUT 2 ©TeT 3{JuTd

FD rises from ¥300 crore to ¥330 crore while nominal GSDP rises from 10,000 crore to ¥12,000 crore.
Compare ratios.

FD ¥300 &g ¥ 330 ahxis 3R Hifger GSDP 10,000 &t & 12,000 &3S §idT g | STIaTd JetiT el
Solution / g1

Old ratio = 300/10,000 x 100 = 3%. New ratio = 330/12,000 x 100 = 2.75%. The ratio falls by 0.25
percentage points despite a 10% increase in the rupee deficit. This alone does not prove better
spending quality.

TR 31urd = 300/10,000 x 100 = 3% =741 = 330/12,000 x 100 = 2.75%!1 JUY T °7eT 10% FeT, R 31qurd 0.25
gfdsrd ik 211 3rchel 38 dgar & T[ure &g 61|
Worked example 3 Classify before calculating / g I&1gx0T 3 Uget aiffehor

Receipts: taxes 600, fees 100, loan recovery 40, fresh borrowing 160. Spending excluding debt
repayment: salaries/maintenance 620, interest 80, direct road construction 200. Find FD and PD.

arfear: @R 600, {[eeh 100, 0T Il 40, 75 IURY 1601 K0T AU YA Aed 24: dd/7@RE@ME 620, TS 80,
el g Afor 2001 FD 3R PD?

Solution / g

Revenue receipts = 700; non-debt capital receipts = 40; expenditure = 900. FD = 900 - 740 = 160; PD =
160 - 80 = 80. Loan recovery reduces a government financial asset; fresh borrowing creates a liability.

eTed UTfed = 700; TR-301 it U1fed = 40; &3 = 9001 FD = 900 - 740 = 160; PD = 160 - 80 = 80| 30T agcit
e fa<iia uREufxt gerdh §; 71 I TR st 81

Four solved exercises

IR IfdR 1 amd

Exercise 1/ 319 1

Revenue expenditure 480, revenue receipts 500. Interpret RD.
3TSTed Y 480, ST UTfid 5001 RD AT 31ef?

Answer and reason / 3R 3R &R

RD = -20: revenue surplus of 20. This does not by itself mean fiscal surplus; capital expenditure may
require borrowing.

RD = -20: To&a Ay 201 359 et SifAiy Rigg 78T, Uit oo g SUR &7 IehdT 81

Exercise 2 / 31vg1H 2

FD is 70 and interest payments 90. Find PD.

FD 70 3R =11 90 81 PD?

Answer and reason / 3R 3R &RUT

PD =70 - 90 = -20: primary surplus of 20. Fiscal deficit is still positive because interest remains payable.

PD = 70 - 90 = -20: Uy HAfAAY 20| TS AT oh hRUT ST °reT fohe oft ereren 21
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Exercise 3 / 31\g19 3

Expenditure 800, revenue receipts 650, loan recoveries 30 and disinvestment 20. Find FD.
g 800, IS UTfed 650, 0T agelt 30, fafasr 201 FD?

Answer and reason / I%R 31 &RUT

Non-debt capital receipts = 50. FD = 800 - (650 + 50) = 100. Do not count loan recovery as borrowing.
R-01 ot uifed = 501 FD = 800 - (650 + 50) = 1001 30T Il ht IURY 7 A |

Exercise 4 / 31va19 4

A budget spends 50 more on teachers, with receipts unchanged. What changes, and is it automatically
wasteful?

uTfeerdl FA @ gg fereh &g 50 9&dT 81 T Saeli 3R RIT I8 Wd: Uy 8?7
Answer and reason / 9% 3R &hRUT

RD and FD each rise by 50; PD also rises by 50 if interest is unchanged. It may improve learning; assess
staffing need, attendance and outcomes. Accounting classification is not a welfare verdict.

RD 3R FD &HT 50 51¢#; sarst GH g1 df PD +ft 50 51¢7T| ¥ikaw # UR T4 8; 3MTasdehdT, SufRdfd ok aRumy o= |
AT gEffervur shedror ot Sifaw ot gl

Common errors
=g Ffeat

Do not count borrowing as non-debt income. Do not confuse debt repayment with interest. A primary
surplus does not mean no debt or no fiscal deficit. Revenue spending is not automatically unproductive.
Do not compare a BE figure with another year’s actuals without saying so. Use nominal, not real, GSDP
in the standard deficit ratio.

SURY eht R-30T I A | FTe ST R TS 31T g | UTeifHeh ST ht 31ef IR 50T a1 [ ASTehi¥ g ©1eT g1 |
ST T Wd: STIcUTGdh gl Gob a¥ o BE 3R gER & ardfdeh Sfichs fSHT IdTq o1 1 i | HIHeh °1eT SiguTd d Hifgah
GSDP 1

Quick reference

afa dg

RD: revenue expenditure minus revenue receipts. FD: expenditure minus non-debt receipts. PD: FD
minus interest. Deficit is an annual flow; debt is a stock. Compare like estimates and units. Judge

borrowing by cost, use, implementation, growth and repayment capacity, with distributional
consequences.

RD: 35T 2 ©eT ST UTeat| FD: &8 9T TR-3k01 Ui PD; FD €T 7St | e diitich UdTg; SRUT HeR | A
S 3R SRSl JAT e | IUR ohl ANTd, IualT, feraraad, g, T emar $iR faaror gwg & wE|

Descriptive practice

JuiFTcHR 1T

The following 5- and 10-mark tasks use approximately 50 and 150 words respectively. Rubrics are
teaching aids, not official RPSC marking rules.

f=1 5 3R 10 3k 3Tl | hyLT: AT 50 3R 150 Ueg W | & fA&T01 ATFES &, RPSC o 3fAehTiRep 3ichT fAad a1 |
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5 marks, about 50 words: Distinguish fiscal deficit from primary deficit.
5 3feh, T 50 2AeE: ISThIHT SR Urafes °1e 1 3iar Iamd|

Model answer: Fiscal deficit is expenditure excluding debt repayment minus revenue and non-debt
capital receipts. It indicates the financing gap. Primary deficit equals fiscal deficit minus interest
payments, separating the gap excluding past-debt interest. Thus a government can have a primary
surplus while retaining a fiscal deficit because interest costs remain.

AiSel ITR: ASTRINT UTeT A I Aed a0 # F e 3R IR-071 Ysit UIfedr gem W AedT 81 ag =i siar
=ITaT g1 rufies u1e # STy 1 & sarst gerd &1 safay urafies sifasiv gid gg +t surst @nTd & SRt AsTehivig
HTeT g GehdT &1

Rubric 5: FD definition 2; PD relation 1; interpretation 1; coexistence qualification 1.

AMEE 5; FD URYWST 2; PD I9¢ 1; 2OReAT 1; Ggdiieaa ol TFar 11

10 marks, about 150 words: Should Rajasthan reduce its fiscal deficit by cutting all
revenue expenditure? Discuss.

10 3ich, TRTIAT 150 2AE: AT ASTAT i G} ST Y TeTh ASThITY GTeT HH AT I1RT?
R &

Answer plan: recognise sustainability and interest risks; reject indiscriminate cuts because education,
health and maintenance support welfare and asset productivity; distinguish accounting category from
outcome; review poorly targeted expenditure, revenue administration and project sequencing; assess

capital project quality too; balance vulnerable-household protection with a credible medium-term fiscal
path and transparent BE/RE/actual comparisons. Do not invent a legal target.

IR FISHT: 0T fRARAT 3R =71 Shifes Wi, fAer, @y 3k I@R@1d hed1ul g URYURY IUARIT Ferd 8, 3afere
SETYY THld! STfEd; oiar Sl 3R TRUMH ST &, HHSIR dAfeid g, JeTed URIMHH 3R gt shi i eter; goft
GRATSTHT TurerT Hf ST hASiR URaR TRefor, fasga-ia Hegd-3rafe) Tsterivia 18 3R uRaff BE/RE/arafde ger-m #
G | I 187 7 T |

Rubric 10: fiscal concern 2; revenue-spending nuance 3; feasible options 3; balanced Rajasthan
conclusion 2.

AMEE 10: STt fidr 2; Iorea g & THeT 3; sgagrd fdehed 3; dqferd e fAsay 2
Sources and scope / €id 3R Hiar

Checked 30 September 2026. Original explanations, fictional numerical data, practice and teaching rubrics; not official questions
or an official answer key. RPSC syllabus alignment is selective, not complete coverage. / Sitg 30 fRidsR 2026 | AREATY, Shieufich g,
g1 7R fA&707 AT S Hiferens §; SfeeRTReR Uer a1 ITR-Grol! Ao | T UTSashA 32T, TYUf e =gl |

RPSC RAS Mains Scheme and Syllabus 09 January 2026 — Paper I Unit II economics, p3; foundation alignment only

Union Budget Explanatory Notes — Durable deficit definitions only; no historical values reused

Rajasthan Budget at a Glance Explanatory Notes — State receipts, expenditure and deficit concepts, no historical statistics reused

Rajasthan Finance Department Budget Documents — Official destination for current budget, BE, RE and actuals
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https://rpsc.rajasthan.gov.in/Static/Syllabus/238A2E0E-B0D0-49C2-8E5E-D299A915037F.pdf
https://indiabudget.gov.in/budget_archive/ub2004-05%28I%29/bag/bag7.htm
https://finance.rajasthan.gov.in/docs/budget/statebudget/2025-2026/BudgetataGlance.pdf
https://finance.rajasthan.gov.in/website/StateBudgetAll.aspx

