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EXHIBIT: Trends in grants and tax
devolution to all states (Rs. Trillion)
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Tax devolution, grants and loans are the main forms of transfer of resources by the Government of India (Gol) to the states.
The Gol has estimated tax devolution to rise by 10.5% in year-on-year (YoY) terms to Rs. 14.2 trillion in the FY2026 budget
estimates (BE) from Rs. 12.9 trillion in the revised estimates (RE) for FY2025. The latter has been revised upwards from Rs.
12.5 trillion in FY2025 BE on account of adjustment of past period dues and an uptick in the states’ share in income tax
revenues in FY2025 RE relative to the BE. However, the increase in tax devolution by Rs. 397 billion during FY2025 RE from the
BE, is more than offset by the downward revision in grants by Rs. 929 billion during that period (led by dip in the grants for
Centrally Sponsored Schemes or CSS). For FY2026 BE, the Gol has pegged the total grants at Rs. 8.9 trillion, nearly 14% higher
on a YoY basis.

To boost the resources of the states, the allocation for “Special Assistance as Loan to States for Capital Expenditure” scheme
(herein referred to as the capex loan scheme) has been enhanced to Rs. 1.5 trillion for FY2026 BE from Rs. 1.3 trillion in FY2025
RE. Till end-January, the actual offtake by states under this scheme was Rs. 1.1 trillion, leaving a modest loan of Rs. 190 billion
for meeting the target in RE. With states borrowing a sizeable amount under this scheme in the February-March during the
last two fiscals, it will not be surprising to see the actual off-take of capex loan in FY2025 exceeding the RE levels.

Further, to incentivise reforms in the power sector, the Gol has extended the conditional borrowing (linked to completion of
power sector reforms) of 0.5% of gross state domestic product (GSDP) to the states to FY2026, which was hitherto set to end
in FY2025. An improvement in the off-take of capex loans and additional borrowing by states in FY2026 would provide an
impetus to capex and overall economic growth.

EXHIBIT: Trends in capex loan scheme to all states (Rs. Trillion)

20 m BE RE = Act.

1.5

1.0

0.5

0.0 |

FY2023 FY2024 FY2025
. 2
WWW.ICra.In



https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=5d68e53c-c82d-4dca-acde-a7c635918cec

ICRA Analytical Contact Details

Name Designation Email Contact Number

Chief Economist, aditin@icraindia.com 0124- 4545 385

SHIUING Y, Head — Research & Qutreach
Neetika Shridhar Assistant Vice-President neetika.shridhar@icraindia.com 0124 — 4545 305
Jaspreet Kaur Senior Analyst jaspreet.kaur@icraindia.com 0124 — 4545 853

©@ O © © 0

-


mailto:aditin@icraindia.com
mailto:neetika.shridhar@icraindia.com
mailto:Jaspreet.kaur@icraindia.com

ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Neha Agarwal Head — Research Sales neha.agarwal@icraindia.com 022-61693338
Rohit Gupta Head Business Development — Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development — Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vinita Baid Head Business Development — Corporate Sector - West & East vinita.baid@icraindia.com 033-71501131
Shivam Bhatia Head Business Development — Corporate Sector - North & South shivam.bhatia@icraindia.com 0124-4545803
Naznin Prodhani Head — Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860

©@ O © © 0



mailto:shivakumar@icraindia.com
mailto:neha.agarwal@icraindia.com
mailto:rohitg@icraindia.com
mailto:vivek.bhalla@icraindia.com
mailto:vinita.baid@icraindia.com
mailto:shivam.bhatia@icraindia.com
mailto:communications@icraindia.com

ICRA

© Copyright, 2025 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




A

Thank You!

I




	Slide 1
	Slide 2: Highlights
	Slide 3: Analytical Contact Details
	Slide 4: Business Development/Media Contact Details
	Slide 5
	Slide 6

