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Abstract: Public debt is one of the most important crises in recent decades not only in
India but also World. The role of public debt in the government’s financial position
in India and different state governments are a challenging factor. It has a crucial role
in the process of economic development. There is a functional relationship between
public debt and economic development in positive and negative aspects existence
of empirical results indicated. The level of public debt is issued at international,
national, and state levels in different countries after the financial crisis in 2008.
Whenever increasing public debt is retard investment and economic growth.
Repayment of interest rates to public debt is the biggest problem in India. The
Union Government has spent one-third of its total revenue on interest payments
meant to external and internal sources may be increased. It is the biggest problem
for the Government of India and various state governments.

Public debt is divided into internal and external debt. Both influence economic
growth in different ways. Borrowing from domestic sources are create problems
for domestic economic conditions changed. Borrowing from external sources, may
influence in different ways, affect the balance of payments and affect international
trade among different countries and international fluctuations.

A lot of problems may be created by increasing public debt in this world. As a
result, the deficit of the government budget and balance of payment problems. It
may cause political and economic issues in developing countries. The huge size of
public debt is an impact on increasing inflation, interest rate, anda budget deficit
of a country. The amount of public debt has been a serious crisisfor the Indian
economy. It leads to the socio-economic and political conditions that may be

changed.
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The management of public debt is one of the biggest challenges faced by
many governments in the World. The Government of India has faced a high-
level public debt-to-GDP ratio during the past three decades. The increased
public debt-GDP ratio is higher than the different Finance Commission’s
long-term debt-to-GDP ratios. This rising growth trendhas been caused by the
expansion in the size of government activities in India. The high debt-to-GDP
ratio influences domestic public debt from various financial resources like RBI,
LIC, Other Public Sector Companies, and other State Governments.

Domestic borrowing has been meeting public expenditure for various
sectors in India. Domestic debt is a major share of 95 percent of the Indian
public debt and the remaining 5 percent is from external sources like World
Bank, IME and Asian Development Bank. This borrowing of public debt
from various financial institutions has increased uncertainties. It is affecting
macroeconomic variables like interest rate, inflation, andinvestment.
The Government of India has adopted a fiscal consolidated policy. The
implementation of the Fiscal Responsibility and Budget Management Act,
2003 enacted and the recommendation of the FRBM Review Committee in
2017 (Ranjan Kumar Mohanty and Sidheswar Panda, 2019).

The percentage of total public debt to GDP of the Central Government
went up from 45 percent in 1980-81 to 53 percent in 2017-18. It reached
a maximum of 72.34 percent in 2002-03 and recorded a minimum of
45.26 percent in 1980-81. The domestic debt to GDP ratio for the Central
Government increased from 35 percent in 1980-81 to 50 percent in 2017-18.
It records a maximumof 65.07 percent in 2004-05 and a minimum of 34.86
percent in 1981-82. It is found that the external debt to GDP was decreasing
from 10 percent in 1980-81 to 3 percent in recent years. After the new
economic policy was in 1991 introduced, external debt has shown consistently
a declining trend. The combined total public debt has shown an increasing
trend from 1980-81 to 1991-92 due to fiscal stress and high primary deficits.
The debt position was slightly improved during 1992-93 to 1996-97,because
the major structural reforms were undertaken in 1991-92 to tackle the balance
of payment crisis faced (RBI, Status Paper of Public Debt, 2015).

The debt liabilities accumulated sharply up to 2003-04 due to an increase
in expenditure linked to the fifth pay commission award and sluggish revenue
growth during that period. The public debt has shown a declining trend since
2003-04 due to the adoption of a fiscal consolidation path by the enactment of
the Fiscal Responsibility and Budget Management (FRBM) Act, 2003 as well
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as a high rate of nominal economic growth. The public debt to GDP ratio has
stabilized in recent years. The slightly increasing trend might be due to various
domestic and global factors after 2012-13. The combined domestic debt has a
similar pattern as the combined total public debt during the same period (RBI,
Status Paper of Public Debt, 2022).

According to Economic Survey (2023) pointed out the public debt-to-
GDP ratio had modest rise in the past years. The public debt is stableand
has low currency and interest rate risks. The total net liabilities of the union
government have reached 95.1 percent due to domestic currency by End-
March 2021. But external debt accounted for 5.0 percent which, implies the
low currency risk and volatility in the international capital markets. Public debt
in India is primarily contracted at fixed interest rates, with floating internal
debt constituting only 1.7 percent of GDP in by end-March 2021. The debt
portfolio is insulated from interest rate volatility (Economic Survey 2023).

OBJECTIVES OF THE STUDY

The objective of this study is to investigate the linkages between public debt
and economic growth in India during 2014-15 to 2021-22.

RESEARCH METHODOLOGY AND DATABASE

This study is based on secondary data. It is collected from various published
and unpublished sources of central and state government documents. The
government documents were collected from the Reserve Bank of India, the
Status Paper of Public Debt from 2015 to 2022, RBI State Budgets and
India Economy Datasetand Data from the Ministry of Finance, Government
of India. The study periods covered from 2014-15 to 2021-22. The simple
percentage and average were used to calculate the public debt and economic
growth in India.

The first section deals with the introduction. The second section presents a
brief review of the theoretical perspective of public debt and economic growth
in India. The third section examines the trends and growth rates of public debt
and economic growth in India. The fourth section gives a summary of the
findings and conclusions.

REVIEW OF LITERATURE

Public debt is a crucial problem in the majority of the industrialized countries
in the world after the Second World War. In 2008, the ratio of average public
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debt to GDP amounted to 73 percent in terms of Euro Dollars. It amounted
to about 71 percent in the United States and was still higher in Japan, it
reached more than 170 percent. Public debt has an important influence over
the economy both in the shortrun and the long run. Various research studies
have been distressed about the relationship between public debt and economic
growth at the international and national state levels.

Ushanthiny, S. Sivarajasingham and T. Vinayagathasan (2020) analyzed
the impact of the public on economic growth. They revealed that public debt
and internal debt had an impact on economic growth in the long run, while
external debt does not. There was a positive correlation between capital and
economic growth. Public and internal debt has a negative significant impact on
economic growth. But external debt and investment do not have a significant
effect on growth in the shortrun. The result indicated a causal relationship
between debt and economic growth in the longrun, there was no linkage in
the shortrun.

Rangarajan and Srivastava (2005) studied public debt and economic
growth in India. They indicated that large structural primary deficits and higher
interest payments adversely affect growth. They suggested that the adverse
effects of public debt on growth needed to be brought down from a higher level.
Another study conducted by Singh (1999) explored the relationship between
domestic debt and economic growth in India during 1959-95. He applied co-
integration technique and the Granger causality test. The study supported the
Ricardian Equivalence Hypothesis (REH) between domestic debt and growth
in India.

Similarly, Kannan and Singh (2007) find that public debt and fiscal deficit
are negatively influencing the interest rate, output, inflation, and trade balance
in the long run. Goyal (2013) finds a positive relationship between public debt
and economic growth. Kaur and Mukherjee (2012) examined the impact of
debt on economic growth along with debt sustainability in India. It found a
statistically significant non-linear relationship between public debt and growth
in India. Bal (2014) examined the impact of public debt on the interest rate,
output, and gross fixed capital formation in India during 1998-2012. This
study revealed public debt has a positive influence on output and gross fixed
capital formation.

Asit Ranjan Mohanty and Bibhuti Ranjan Mishra (2015) examine the
impact of public debt on economic growth among 14 major states of India
during 1980-81 to 2013-14. They used panel data to test causal relationships,
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Dumitrescu-Hurlin pairwise causality test is employed. The results indicated
that the positive and statistically significant impact of all the variables on
economic growth. The results indicated the existence of bi-directional causality
between public debt and economic growth.

Sudhir Thakur (2022) examined public debt and economic growth. Debt
can be productive provided nation-states utilize for rapid growth and servicing
the cost of loans. It can be unproductive if spent on wasteful expenditures.
Reinhart and Rogof’s (American Economic Review (2010) observed that the
non-linear relationship between debt and growth in developed countries. Kaur
and Mukherjee (2014) examined the relationship between public debt and
economic growth at the state level in India. The study indicated a statistically
significant non-linear relationship during 1980-81 to 2012-13. It observed a
negative impact of public debt on economic growth. Another study conducted
by Kaur ez al. (2018) study utilized the inter-temporal budget constraint and
fiscal response function 1980-81 to 2015-16 with used panel data. The study
concluded debt levels were sustainable in the long term.

Kaur and Mukherjee (2012) explored a statistically significant non-
linear relationship between public debt and growth in India. The evidence is a
negative relationship between debt and growth at higher levels. The threshold
level of debt to GDP ratio is 61 percent beyond which a negative relationship
is observed between debt and growth. This implies debt unsustainability and
calls for fiscal consolidation in the wake of potentially adverse debt dynamics.
Further, Kaur ez al. (2014, 2018) studied 20 states for the period 1980-81 to
2012-13 and noticed that the debt level of Indian states is sustainable in the long
run. However, a disaggregated analysis suggests an overall improvement in the
performance of the Indian states, although few states showed a disconcerting
sign of fiscal stress and heightened debt burden.

Thakur (2020) examined the public debt and growth relationship in
India from 1991 to 2015. His analysis validated a negative relation between
the average debt ratio and the annual rate of growth. The regression coefhicient
suggests a 1-percent increase in the AROG of GDP leads the average debt ratio
to decrease by 3 percent.

Another study conducted by Bajpai and Sach’s (1999) analysis of the
state government finances in India. They argued that the expenditure- to-GDP
ratio had reduced. The ratio of internal public debt to GDP has constantly
increased. The debt service burden has persistently increased since interest rates
have risen. The composition of government spending has shown a lop-sided
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pattern towards the unproductive current expenditure, moving away from
basic infrastructure provision and human resource development.

Bhanu Pratap Singh (2022), examined the effects of public debt on
economic growth in India from 1980 to 2019. After the COVID-19 pandemic,
there is a substantial rise in public debt, reaching 90 percent of the GDP in
April 2021. The study impact of different public debts on the Indian economy
to help policymakers frame informed debt management policies. The long-run
equilibrium relationship and counteracting coefficients are calculated using
Johansen cointegration and fully modified ordinary least square techniques
development in the long run.

Ranjan Kumar Mohanty and Sidheswar Panda (2019) investigate the
macroeconomic effects of public debt in India from 19080 to 2017. They
used Structural Vector Autoregression (SVAR). It is found that domestic debt
has a more adverse impact on the economy than external debt in India. The
estimated variance decomposition analysis shows that much of the variations
among selected macro variables are explained by public debt and growth in
India.

Manoj Kumar Agarwal SamiaAnsari (2022) examined the impact of
public debt on the economic growth in Utter Pradesh during the post-reform
period of 30 years. They employed the vector error correction model. The study
revealed that the increase in public debt-to-GSDP ratio and interest payments
burden would harm long-run economic growth. But there is no significant
impact on the short-run growth. It is noted that the effective interest rate has
negatively correlated with the gross capital formation in the state. To attract
investments and economic growth, the state Government of Utter Pradesh
should continue a countercyclical fiscal stance that would help in adhering to
fiscal sustainability rules by smoothing out the repercussions of the COVID-19
pandemic.

Debai Prasad Bal (2014) examines the effect of public debt on economic
growth in India between 1980 and 2011. They use the autoregressive distributed
lag ARDL model. There is long-run equilibrium relationship between public
debt and economic growth. The error correction model (ECM) results show
that central government debt, total factor productivity (TFP) growth, and
debt-services are affecting economic growth in the shortrun.

Kannan and Singh, (2007), Ghosh, (2006), Rangarajan and Srivastava,
(2005), Singh, (1999), examined the internal and external debt and debt
service payment in India. This study uses a more sophisticated statistical
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methodology to explore both the short-run and long-run effects of public debt
on economic growth using the autoregressive distributed lag (ARDL) model.
The relationship between debt and economic growth in an extended growth
in India.

PUBLIC DEBT AND ECONOMIC GROWTH IN INDIA

The functional relationship between public debt and economic growth is one
of the measures of the economic system. Public debt is a serious crisis in recent
decades in India and among states. The debt-to-GDP ratio by the Central
Governments has been rising trends from the 1970s. It has been marked during
the 1980s. The magnitude of the debt-to- GDP ratio hasincreased over the periods
(Lahiri and Kanan, 2002). The percentage share of total outstanding liabilities
to GDP increased from 55.22 percent in 1990-91 to 63.33 percent in 2004-05.
The majority of borrowing funds are from internal sources. But the external fund
is meagre in nature. The internal liabilities increased the trend during 1990-
91 to 2004-05. The external liabilities showed a declining trend. There was an
accumulation of a huge stock of debt. The growing size of liabilities eventually
generated a considerable debt-service burden and rising interest payments.
The outstanding liabilities to GDP by the central government increased to
63.33 percent in 2004-05, and started declining consistently. It causes the
growth of nominal GDP to remain higher than the interest rate, it is not
reflected in the fiscal deficit.

In 2004, the Government of India and RBI introduced the Market
Stabilization Scheme. The Government has raised money through the issue of
dated securities/treasury bills in the open market under the scheme. The amount
raised was deposited in a separate account with the RBI. The expenditure was
not spent the meet the expenditure of the government. During 2008-09 and
2009-10, a sharp increase in the fiscal deficit in the country. There is a marginal
decline in the ratio of outstanding debt to GDP is in these years. Among the
components of outstanding debt, there is an increase in the share of internal
debt.

During 2008, there was a global financial crisis. The union government
has increased net market borrowings sharply from Rs. 1, 31,768 crores in
2007-08 to Rs. 2, 61,972 crores in 2008-09 In addition Rs. 3, 97,957 crores in
2009-10. In February 2009, the Memorandum of Understanding signed with
the RBI was amended. The MSS account to be transferred to the Consolidated
Fund of India. The amount of Rs. 12,000 crores weretransferred from the MSS
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account to the Consolidated Fund of the centre in March 2009 (Status Paper
of Public Debt, 2015).

Table 1: Percentage of Currency Composition of External Debt to Total Debt

Currency | 2013-14| 2014-15]|2015-16 | 2016-17| 2017-18 | 2018-19 | 2019-20 | 2020-21
SDR 39.2 37.8 37.1 34.8 33.7 30.4 27.1 23.2
Us dollar| 34.3 37.4 36.7 37.2 36.1 38.8 41.2 46.9
Yen 21.3 20.5 22.2 23.9 25.3 25.8 26.5 24
Euro 5.0 4.0 3.9 4.0 4.8 4.8 5.1 5.9
others 0.2 0.3 0.2 0.2 0.2 0.1 0.1 0.1
Source: Aid, Accounts and Audit Division, Ministry of Finance, Government of India, New
Delhi.

The percentage of currency composition of external debt in the world was
presented in Table 1. Out of various currencies, special drawing rights (SDR)
have been decided from 39.2 percent in 2013-14 to 23.2 percent in 2020-21.
The second highest external debt is US Dollar uses of that. The composition
of external debt has increased from 34.3 percent in 2013-14 to 47 percent in

Table 2: Central Government Major Debt Indicators (Percent of GDP)

Year Public debt | Internal debt | External Debt | Other Liabilities | Total Liabilities
1990-91 32.57 27.04 5.53 22.65 55.22
1995-96 30.13 25.83 4.30 20.73 50.87
2000-01 41.37 38.23 3.14 14.22 55.58
2005-06 41.37 38.75 2.63 21.64 63.01
2006-07 39.90 37.42 2.49 21.58 61.48
2007-08 40.66 38.29 2.37 19.41 60.07
2008-09 40.14 37.85 2.29 18.79 58.93
2014-15 87.00 80.80 6.20 13.00 47.10
2015-16 87.50 81.30 6.20 12.50 47.40
2016-17 87.60 81.80 5.80 12.20 45.60
2017-18 87.90 82.20 5.70 11.70 45.60
2018-19 87.40 81.90 5.50 11.50 45.70
2019-20 85.70 80.30 5.40 13.70 49.10
2020-21 90.90 84.70 5.30 10.90 59.20

Source: RBI Hand Book of Statistics on Indian Economy (2022) GDP means GDP at market
price.

Total liabilities comprise (i) public debt (ii) other liabilities, Public debt comprising
External debt and internal liabilities debt, other liabilities include (i) National Small
Saving Funds (ii) State Provident Fund (iii) Other accounts such as special deposits (iv)
Reserve funds.
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2021-21. The percentage share of external debt to total debt in the world has
been measured at 1 percent. Out of various external debt shame in the world,
half-portion of external debt is dominatedby the US Dollar. The majority of
the world trade conversion of money in terms of dollars are predominately
used by different developed and developing countries.

The percentage share of debt to GDP ratio by the central government from
1990 to 2022 has presented in Table. 2. Out theof various debts of the central
government in India, public debt is one of the topborrowings from various
resources. The public debt to GDP ratio has increased from 32.57 percent in
1990-91 to 91.10 percent in 202-21. It noted that the three times increase
during three decades. The internal debt to GDP ratio is the second highest
borrowed from internal sources of the country. The internal debt to GDP ratio
has increased from 27 percent to 85 percent in the same period. It implies that
the majority of internal borrowers are LIC, SBI, Other nationalized banks,
NABARD, RBI, and other state governments in India. The external debt to
GDP ratio is a meagre percentage in three decades. It is more or less stagnant
in the economic system. The total liabilities to GDP ratio have increased a little
from 55.22 percent to 59.20 percent during the same period. It is increased to
7 percent.

Table 3: Debt on the Indian Government during 2011-12 to 2020-21

Year Amount (in crore) As a percentage of GDP
2011-12 5917279 67.7
2012-13 6655685 66.9
2013-14 7566773 67.4
2014-15 8334826 66.8
2015-16 9475272 68.8
2016-17 10524777 68.4
2017-18 11702891 68.5
2018-19 12982467 68.7
2019-20 14992765 73.7
2020-21(RE) 17346517 87.8

Source: RBI Hand Book of Statistics on Indian Economy (2022)

The total public debt to GDP ratio in India during 2011-12 to 2021-21 is
given in Table 3. The amount of public debt has increased from Rs. 59,17,279
crores in 2011-12 to Rs. 173,46,517 crores in 2020-21. The percentage share
of public debt to GDP in India has increased from 68 percent in 2011-12 to
88 percent in 2020-21. Nearly 20 percent of debt has increased over 10 years.
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There is an increase in public spending and expanding economic activities in
India. On the other hand, tax revenue has been reduced over the years.

The debt position of the central government during 2014-15 to 2020-
21 is detailed in Table 4. The total liabilities of the central government have
increased from Rs. 62, 42,520 crores in 2014-15 to Rs. 1, 20, 78,718 crores
in 2020-21. Public debt has increased from Rs. 5104675 crores in 2014-15 to
Rs. 10523209 crores in 2020-21. In terms of percentage, it has increased from
82 percent to 87.12 percent in the same period. The percentage of internal
debt has increased from Rs. 4738291 crores in 2014-15 to Rs. 9908380 crores
in 2020-21. In terms of percentage, it has increased from 76 percent to 82
percent in the same period.

The amount of external debt has increased from Rs. 366384 crores in
2014-15 to Rs. 614829 crores in 2020-21. In terms of percentage, it has
declined from 5.87 percent to 5.01 percent in the same period. In India,
the majority of public debt has been borrowed which internal sources
from India, particularly from the internal debt like RBI, LIC, NABARD,
state governments, public-sector banks, private-sector banks, marketable
securities, national small savings, state-provided funds, deposits from the
public.

The public accounts liabilities of the union government in India during
2014-15 to 2020-21 are presented in Table 5. The percentage share of public
debt to total liabilities has increased from Rs. 51,04,675 croresin 2014-15 to
Rs. 105,23,209 crores in 2020-21. In terms of percentage, public debt has
increased from 87 percent to 90 percent in the same period. The public account
and other liabilities have increased from Rs. 7,61,717 crores to Rs. 12,74,024
crores in the same period, in terms of percentage, it has declined from 13
percent to 11percent in the same period.

The percentage share of general government debt by the union government
in India during 2014-15 to 2020-21 is explored in Table 6.The percentage
share of general public debt has increased from 87 percent in 2014-15 to
91 percent in 2020-21. Of which, percentage the share of internal debt has
declined from 87 percent in 2014-15 to 85 percent in 2020-21. Out of that,
marketable securities have declined from 73.5 percent to 67.2 percent in the
same period. The percentage share of non-marketable securities has increased
from 7.3 percent to 17.5 percent in the same period. The percentage share
of external debt has declined from 6.2 percent in 2014-15 to 5.3 percent in
2020-21.
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The outstanding marketable dated securities in India during 2014-15
to 2021-22 are presented in Table7. Various outstanding marketable dated
securities issued through borrowings are the top borrowing in India. The
amount increased from Rs. 870925 crores in 2014-15 to Rs. 7114335 crores
in 2020-21. In percentages, the debt to GDP ratio declined from 77.6m77.6
percentin 2014-15 to 68.1 percent in 2020-21. The second highest outstanding
marketable securities T-bills into marketable securities. In terms of amount,
has declined from Rs. 67818 crores in 2014-15 to Rs.33411 crores in 2020-21.

Table 8: Short-term Debt of Central Government in India: 2010-11 to 2020-21

Year Amount Percent of General Percent of GDP
R crore) Government Public Debt
2010-11 278401 6.8 3.6
2011-12 428562 8.9 4.9
2012-13 462165 8.5 4.6
2013-14 542301 8.8 4.8
2014-15 575018 8.3 4.6
2015-16 628899 8.0 4.6
2016-17 627249 7.1 4.1
2017-18 729453 7.5 4.3
2018-19 860401 8.0 4.6
2019-20 941855 7.7 4.6
2020-21 1259881 8.5 6.4

Source: Status Paper of Public Debt, RBI, Various Years Publication, 2022, Mumbai and
Union Budget and Finance Accounts (Various Issues)

The short-term debt of the union government during 2010-11 to 2020-21
is given in Table 8. The amount of short-term debt by the union government
has increased from Rs. 278,401 crores in 2011-12 to Rs. 1,259,881 crores in
2020-21. It is increased to six times sometimes. In terms of percent, the general
government public debt has increased from 6.8 percent to 8.5 percent in the same
period. The short-term debt to GDP ratio of the union government has been 3.6
percent to 6.4 percent during 10 years. Nearly, it is increased to 2.8 percent. It
implies that the short-term bills, treasurer bills, 184 days’ bills and 364 days’ bills
are incurred in the short-term debt. Short-term cash requirements of the central
government are met through the issuance of T-bill. The net short-term market
borrowings of the government through T-bill (91, 182 and 364 days).

The floating rate debt of central government during 2010-11 to 2020-21
is given in Table 9. The percentage share of total floating rate; percentage of
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public debt has increased from 3.8 percent in 2010-11 to 5.6 percent in 2020-
21. The percentage in the internal floating rate of public debt has increased
from 1.5 percent to 3.2 percent in the same period. The percentage of external
floating rates of public debt has stagnant at 2.4 percent during 10 years periods.

Table 9: Floating Rate Debt of Central Government in India: 2010-11 to
2020-21 (in Percent)

Year Internal Floating Rate | External Floating Rate Debt | Total Floating Rate
Debt Debt
Percent of | Percent of Percent of Percent of | Percent of | Percent
Public Debr GDP Public Debr GDP Public Debr| of GDP
2010-11 1.5 0.6 2.4 0.9 3.8 1.5
2011-12 1.4 0.6 2.4 1.0 3.7 1.5
2012-13 1.1 0.4 2.3 0.9 3.3 1.4
2013-14 1.0 0.4 2.3 0.9 3.3 1.3
2014-15 0.8 0.3 2.3 0.9 3.1 1.3
2015-16 0.4 0.2 2.2 0.9 2.6 1.1
2016-17 1.0 0.4 2.1 0.9 3.1 1.3
2017-18 1.8 0.7 2 0.8 3.8 1.5
2018-19 2.3 0.9 2.1 0.8 4.4 1.8
2019-20 2.8 1.2 1.2 0.5 4 1.7
2020-21 3.2 1.7 2.4 1.3 5.6 3.0
Source: Reserve Bank of India and Aid Accounts and Audit Division, DEA, Ministry of
Finance

The financing of the gross fiscal deficit in India during 2015-16 to 2021-
22 is given in Table 10. Out of that, market borrowing dated securities has
increased from Rs. 404,050 crores in 2015-16 to Rs. 775,772 crores in 2021-
22. In terms of percentage, the share has declined from 76 percent to 49 percent
in the same period. The second highest financing small savings. Itincreased ten
told size from Rs. 52,465 crores in 2015-16 to Rs. 591,524 crores in 2021-22.
In terms of percentage, theshare has increased from 10 percent to 37.2 percent
in the same period. The third highest borrowing short-term borrowing, it
increased from Rs. 50,693 crores to Rs: 100,000 crores in the same period.
In terms of percentage, the share has increased from 9.5 percent in 2015-16
to 11.2 percent in 2021-22. It declined to 6.3 percent in 2021-22. The total
fiscal deficit of the central government has increased from Rs. 532,792 crores
in 2015-16 to Rs. 1,591,089 crores in 2021-21. The percentage share of fiscal
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deficit to GDP has increased from 3.9 percent in 2015-16 to 6.9 percent in
2021-22. The fiscal deficit has increased to 3 percent over the six years, Union
government has implemented FRBM Act 2003, for the reduction of the fiscal
deficit in India.

The financing needs of governments have been rising as countries strive to
bring COVID-19 under control leading to governments’ debt reaching record-
high levels, globally. Larger recourse to market borrowing was the common
trend across countries. While the cost of borrowings declined in general,
reflecting the impact of the quantitative easing stance of the central banks and
the low policy interest rates, a significant increase in risk aversion and resultant
preference for government securities (G-sec) led to a larger demand for these
securities since 2020-21. In line with the global trend, the Government of
India (GOI) also responded to the pandemic challenges and increased
government expenditure on the health and social sector. At the same time,
revenue receipts declined due to the cliff effects of the pandemic on economic
activity. Consequently, THE fiscal deficit widened necessitating an increase in
the size of the borrow program significantly during 2020-21 and 2021-22 to
render countercyclical fiscal policy support and provide targeted support to
segments deeply hit by the pandemic.

Although government borrowings contracted during 2021-22 as
compared to the previous year, they remained high as compared to the pre-
COVID year, i.e., 2019-20. Unwinding of accommodative monetary policy by
major central banks, rise in crude oil prices and inflationary expectations led
to some pressure on medium to long-term yield during 2021-22. The Reserve
Bank had to continuously review and adapt its debt management strategy,
in view of the pressure on yield from elevated inflation and expectations of
gradual withdrawal of excess liquidity, while striving to ensure that the higher
market borrowing by government is conducted in a non-disruptive manner.

Budgeted and actual market borrowing by the central government during
2000-01 to 2020-21 is given in Table 11. The actual gross market borrowing
has increased from Rs. 100,206 crores in 2000-01 to Rs. 1,360,116 crores
in 2020-21. The actual gross market borrowing has increased 12 times over
a 20-year period. The main reason public spending on different sectors has
increased. The union government has borrowed funds from the market like
open, market, securities, 182 days’insurance bills, market loans, and others.
The budget market net borrowing has increased from Rs. 81,268 crores in
2000-01 to Rs. 510,870 crores in 2020-21 but the actual net market borrowing
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Tablel1: Budgeted & Actual Market Borrowings by Central Government

(Amount in Crore)
Year Gross Market borrowings Net Market borrowings

Budgeted Actual Budgeted Actual
2000-01 108746 100206 81268 72931
2001-02 99352 114213 72853 87724
2002-03 123279 125000 95859 97588
2003-04 139887 135934 107194 88860
2004-05 149817 80350 115501 46031
2005-06 156467 131000 100836 75374
2006-07 152857 146000 113778 110446
2007-08 155455 168101 109579 122768
2008-09 145146 273000 100571 229130
2009-10 451093 451000 397957 398424
2010-11 457143 437000 345010 325414
2011-12 417128 509796 343000 436211
2012-13 569616 558000 479000 467356
2013-14 579009 557000 484000 453550
2014-15 600000 592000 461205 445138
2015-16 600000 585000 456405 404050
2016-17 600000 582000 425181 349657
2017-18 580000 588000 423226 410256
2018-19 605000 571000 462021 423266
2019-20 710000 710000 473122 473986
2020-21 780000 1260116 510870 1146740

Source: Status Paper of Public Debt, RBI, Various Years Publication, 2022, Mumbai and

Union Budget and Finance Accounts (Various Issues)

has increased from Rs. 72,931 crores to Rs. 1,146,740 crores to 15 times due

to borrowing from the open market in India.

Notwithstanding the impact of the second wave of the COVID-19

pandemicon the state government finances, the gross and net market borrowings

of states were lower than the previous year. The gross market borrowings of
states in 2021-22 stood at 78 percent of the amount indicated in the quarterly
indicative calendar for market borrowings by the state governments.
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The outstanding central government-debt- other liabilities during 1990-
91 to 2020-21 are presented in Table 12. The total outstanding liabilities of the
central government has been increased from Rs. 45,336 crores in 1990 - 91 to
Rs. 444,479 crores in 2020-21. The total outstanding liabilities are increased
to 10 times over 30 years. It is a burden to the central government. It would
repay within a certain period.

Out of that, small savings, national small savings found has increased
from Rs. 52,895 crores in 1990-91 to Rs. 754,795 crores in 2020-21. The
small saving is increased to 14 times. Saving habits have increased among the
public in India. The majority in India have saving habits increased.

The second highest component is state provided found. The actual
state provided found has increased from Rs. 8,871 crores in 1990-91 to RS
2,46,944 crore in 2020-21. The SPFhas increased to 28 times the different
state government have collated found in terms of SPF during 30 years. The
provident fund would be repayable after certain periods, this burden also
increased among different states in India.

The recommendation of the 14th Finance Commission (FC) to exclude
states from the National Small Savings Fund (NSSF) financing facility (barring
Delhi, Madhya Pradesh, Kerala and Arunachal Pradesh), market borrowings
of states have been increasing over the last few years. The share of market
borrowings in financing GFD of states consequently rose to 85.1 percent in
2021- 22 (BE) from 77.8 percent in 2020-21 (RE).

The outstanding central government debt during 2000-01 to 2020-21 is
presented in Table 13. Out of various outstanding central government debts,
the securities small saving fund is the top debt in India. The amount has
increased from Rs. 193,516 croresin 2000-01 to Rs. 1,332,652 crores in 2020-
21. The securities small saving fund is increased to six times during 20 years.
The second highest outstanding is market loans; the total market loans have
increased from Rs. 466,562 crores in 2000-01 to Rs. 7,859,505 crores in
20200-21. The total market loan is increased 17 times. The market loans are
increased due to open market operation, primary to the secondary market,
T-bill in India. The market loans have been increased due to economic
activities. Of that market loans the dated securities are the highest outstanding
in India. The dated securities have increased from Rs. 4, 48,390 crores in
2000-01 to Rs. 71, 68,555 crores in 2020-21. It is increased to 16 times
bold. This security has outstanding in the primary and secondary markets in

India.
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SUMMARY AND CONCLUSIONS

The public debt to GDP ratio has increased from 32.57 percent in 1990-91
t0 91.10 percent in 202-21. It noted that the three times increase during three
decades. The internal debt to GDP ratio is the second highest borrowed from
internal sources of the country. The internal debt to GDP ratio has increased
from 27 percent to 85 percent in the same period. It implies that the majority
of internal borrowers are LIC, SBI, Other nationalized banks, NABARD, RBI
and other state governments in India. The external debt to GDP ratio is meagre
percentage in three decades. It is more or less stagnant in the economic system.
The total liabilities to GDP ratio have been increased little from 55.22 percent
to 59.20 percent during the same period. It is increased to 7 percent.

The amount of public debt has increased from Rs. 5,917,279 crores in
2011-12 to Rs. 17,346,517 crores in 2020-21. The percentage share of public
debt to GDP in India has increased from 68 percent in 2011-12 to 88 percent
in 2020-21. Nearly 20 percent of debt has increased over 10 years. There is an
increase in public spending and expanding economic activities in India. On
the other hand, tax revenue has been reduced over the years.

The total liabilities of central government have increased from Rs. 62,
42,520 crores in 2014-15 to Rs. 1, 20, 78,718 crores in 2020-21. Public
debt has increased from 82 percent to 87.12 percent in the same period. The
percentage of internal debt has increased from 76 percent to 82 percent in the
same period. The amount of external debt has declined from 5.87 percent to
5.01 percent in the same period.

In India, the majority of public debt has borrowed which internal sources
from India, particularly from the internal debt like RBI, LIC, NABARD, state
governments, public-sector banks, private-sector banks, marketable securities,
national small savings, state provided fund, deposits from public.

The internal debt has increased from Rs. 3,230,622 crores to Rs. 9,908,380
crores in the same period. The amount of external debt has increased from Rs.
170,088 crores in 2011-12 to Rs. 388,472 crores in 2020-21. The number
of other liabilities have declined from Rs. 1,116,542 crores to Rs. 1,782,167
crores in the same period. It implies that the national small saving fund, state
provident fund, other major used.

The percentage of public debt to GDP ratio are declined form 77.6
percent in 2014-15 to 68.1 percent in 2020-21. The second highest outstanding
marketable securities T-bills into marketable securities. In terms of amount, it has
declined from Rs. 67,818 crores in 2014-15 to Rs. 33,411 crores in 2020-21.
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The percentage share of total floating rate; percentage of public debt
has increased from 3.8 percent in 2010-11 to 5.6 percent in 2020-21. The
percentage ofinternal floating rate of public debt has increased from 1.5 percent
to 3.2 percent in the same period. The percentage of external floating rates of
public debt has stagnant at 2.4 percent for 10 years™ periods.

The short-term debt to GDP ratio of the union government has been 3.6
percent to 6.4 percent over 10 years. Nearly, it is increased to 2.8 percent. It
implies that the short-term bills, treasurer bills, 184 days’ bills and 364 days’
bills are incurred in the short-term debt.

Market borrowing dated securities has declined from 76 percent to 49
percent during 2004-15 to 2020-21. The second highest financing small
savings. In terms of percentage, the share has increased from 10 percent to
37.2 percent. The third highest borrowing short-term borrowing has increased
from 9.5 percent in 2015-16 to 11.2 percent in 2021-22. The total fiscal deficit
to GDP of the central government has increased from 3.9 percent in 2015-16
to 6.9 percent in 2021-22. The fiscal deficit has increased to 3 percent over
the six years, Union government has been implemented FRBM Act 2003, for
reduction of the fiscal deficit in India.

The actual gross market borrowing has increased from Rs. 100,206 crores
in 2000-01 to Rs. 1,360,116 crores in 2020-21. The actual gross market
borrowing has increased 12 times over the 20-year. The main reason public
spending on different sectors have been increased. The union government have
borrowing funds from the market like open, market, securities, 182 days insure
bills, market loans, others.

The total outstanding liabilities of the central government have increased
from Rs. 45,336 crores in 1990 - 91 to Rs. 444,479 crores in 2020-21. The
total outstanding liabilities are increased to 10 times over 30 years. It is burden
to the central government. It would repay within certain period of time.
Out of that, small savings, national small savings increased from Rs.
52,895 crores in 1990-91 to Rs. 754,795 crores in 2020-21. The small
saving is increased to 14 times. The saving habits have increased among
the public in India. The majority in India have saving habits increased.
The securities small saving fund is the top most debt in India. The amount has
increased from Rs. 193,516 crores in 2000-01 to Rs. 1,332,652 crores in 2020-
21. The securities small saving fund is increased to six times during 20 years.

The second highest outstanding is market loans; the total market loans
have been increased from Rs. 466,562 crores in 2000-01 to Rs. 7,859,505 crores
in 20200-21. The total market loan is increased 17 times. The market loans are
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increased due to open market operation, primary to the secondary market,
T-bills in India. The market loans have increased due to economic activities.
The dated securities have increased from Rs. 4, 48,390 crores in 2000-01 to Rs.
71, 68,555 crores in 2020-21. It is increased to16 times bold. This security has
outstanding in the primary and secondary markets in India.
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