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Abstract: This study examines the remarkable fiscal turnaround of Odisha, transitioning from a state grappling with high deficits, 

unsustainable debt and poor revenue mobilization to one recognized for fiscal discipline and economic resilience. Key reforms, 

including the implementation of the FRBM Act, VAT, and GST, coupled with enhanced tax administration, have significantly 

improved the state’s fiscal health. Odisha’s fiscal deficit reduced from 4.88% of GSDP in the pre-reform period to 1.22% post-

reform, while the revenue deficit turned into a surplus of -2.29%. Developmental expenditure and capital outlay increased 

substantially, enabling investments in infrastructure, health, and education. These reforms have not only strengthened the state's 

fiscal position but also contributed to socio-economic progress, including a sharp decline in poverty levels and improved human 

development indicators. Despite challenges such as reliance on mining revenues and disaster risks, Odisha’s fiscal strategy offers 

valuable insights for fostering inclusive and sustainable growth. 
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I. INTRODUCTION  

The state of Odisha which is located on the eastern coast of India has undergone a remarkable fiscal transformation over 

the past two decades, evolving from one of the poorest and most financially challenged states of the country into a model of fiscal 

discipline and efficient governance. In the early 1990s, the state was suffering with severe fiscal imbalances, unsustainable public 

debt and a heavy dependence on central government assistance. However, through a series of comprehensive reforms in fiscal 

policies, public financial management and governance, Odisha has achieved a significant improvements in its financial health. 

Presently, it is recognized for its strong fiscal discipline, enhanced revenue collection and increased investments in infrastructure and 

social welfare, which have provided a robust foundation for sustainable growth and development in. This study examines Odisha’s 

fiscal journey from 1990-91 to the present by analysing key fiscal indicators and the strategies that facilitated its turnaround, and the 

prospects for sustained growth and fiscal consolidation. apart form that, this paper highlights the significance of strategic governance 

and policy interventions in reshaping the state's financial landscape by analysing fiscal indicators across the pre- and post-reform 

periods. It will also address the challenges that lie ahead. 

II. METHODOLOGY AND DATABASE 

The study utilizes secondary data which has been collected from government reports, Finance Commission recommendations 

and official statistics. Key fiscal indicators, including revenue deficit, fiscal deficit, primary deficit, developmental expenditure as a 

percentage of GSDP and the debt-to-GSDP ratio are analysed. Comparative analysis of the pre- and post-FRBM periods is conducted 

to assess the impact of fiscal reforms. Statistical tools such as percentages and averages, along with visual aids like tables and charts 

etc. are employed to present and interpret the data. 

III. REVIEW OF LITERATURE  

The literature on Odisha’s fiscal turnaround provides critical insights into the factors driving its recovery and future prospects. 

Bahl and Wallace (2007) examine India's fiscal federalism, emphasizing the role of intergovernmental transfers in Odisha’s fiscal 

recovery, complemented by Rao and Singh's (2005) exploration of the FRBM Act's impact on state finances. Chakraborty (2019) 

highlights how fiscal reforms enhanced public investment, while Sahoo and Dash (2009) underscore the link between infrastructure 

development and economic growth, evident in Odisha’s post-FRBM strategies. Mukherjee and Rao (2020) analyse GST’s influence 

on Odisha’s fiscal health, while Patnaik and Sahoo (2022) address risks arising from mining revenue dependence, advocating for 

economic diversification. The Government of Odisha’s Economic Survey Reports (various years) offer detailed fiscal analyses, 

reinforcing the findings of Das (2015) on the positive impact of developmental expenditure on growth. Additionally, Kannan and 

Pillai (2004) provide a comparative perspective on fiscal deficit reduction, and Panda and Patra (2021) explore fiscal policy’s role 

in addressing regional disparities in Odisha. Together, these studies form a comprehensive framework to assess Odisha's fiscal 

reforms and their implications for sustainable growth and inclusivity. 

IV. HISTORICAL FISCAL CHALLENGES IN ODISHA 

In the 1990s, Odisha's economy was underdeveloped, heavily reliant on agriculture and vulnerable to frequent natural disasters 

such as floods, droughts and cyclones, which severely impacted its fiscal health. The state faced a fiscal crisis marked by soaring 

fiscal deficits, poor tax administration, and mounting debt burden. By 1999-2000, Odisha's fiscal deficit reached 8.7% of GSDP, 

while its debt-to-GSDP ratio stood at a critical level of 47.96%, caused by inefficient revenue collection and tax revenues contributing 

less than 6% to GSDP. The devastating Super Cyclone of 1999 and other disasters drained public resources, further straining state 

finances. Additionally, Odisha’s heavy reliance on central transfers, comprising a significant portion of its revenue, proved 
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unsustainable and failed to address the structural fiscal imbalances. This precarious situation underscored the need for comprehensive 

fiscal reforms to achieve financial stability and long-term development of the state. 

V. FISCAL REFORMS AND TURN AROUND 

The Odisha's fiscal turnaround since the 2000s is marked by a series of comprehensive reforms aimed at ensuring fiscal 

discipline, improving revenue generation and rationalizing expenditure. The introduction of the FRBM Act, 2005 set clear targets 

for reducing fiscal and revenue deficits and capping the debt-to-GSDP ratio to laying the foundation for long-term fiscal 

sustainability. Reforms in tax administration, including the implementation of the Value-Added Tax (VAT) system and e-governance 

initiatives, significantly enhanced the state’s revenue mobilization, with own tax revenue contributing nearly 30% of total revenue 

by 2020-21. Expenditure rationalization measures such as controlling administrative costs and prioritizing investments in 

infrastructure, health, education, sanitation etc. allowed the government to focus on developmental spending. Effective debt 

management strategies further reduced the debt-to-GSDP ratio from 47.96% in 1999-2000 to 20.15% in 2021-22, which highlights 

the commitment of the state to fiscal prudence. 

The reforms also improved public financial management, with initiatives like the Public Financial Management System (PFMS) 

and outcome-based budgeting, enhancing transparency, accountability and efficiency. These measures, coupled with significant 

investments in social welfare and infrastructure have yielded notable social and economic outcomes. Poverty levels in Odisha 

dropped sharply from 57% in 2004-05 to 11.07% in recent years. Infrastructure spending surged, with capital outlay growing from 

₹798.98 crore in 1999-2000 to ₹22,725.46 crore in 2021-22, spurring industrial growth and employment. Human development 

indicators, such as literacy rates and healthcare outcomes, also showed marked improvement, reflecting the state’s focus on inclusive 

development and long-term sustainability. 

Odisha's Fiscal Turn around: A Comparative Study of Pre and Post-FRBM Periods 

Odisha, once among India’s most economically challenged states, has undergone a remarkable fiscal transformation since 

implementation of the FRBM Act. This pivotal reform marked the beginning of fiscal discipline and structured governance, which 

enable the state to achieve improved financial health, enhanced public investment and robust economic growth. By adopting the 

FRBM guidelines and focusing on prudent fiscal management, Odisha successfully reduced its fiscal and revenue deficits and brought 

down its debt-to-GSDP ratio and able to create a solid foundation for sustainable development.  

The Pre-FRBM Period (Before 2005) 

Prior to the implementation of the FRBM Act 2005, Odisha’s fiscal situation was marked by significant challenges including 

high fiscal deficits, mounting debt, low revenue generation, and inefficient expenditure management. The fiscal deficit frequently 

exceeded 8% of GSDP, while the revenue deficit surpassed 6%, reflecting the state’s inability to meet regular expenditures without 

heavy borrowing. This reliance on borrowing, primarily to service existing debt, created a vicious cycle of debt accumulation and 

fiscal stress. Revenue mobilization was weak, with tax revenue among the lowest in India and non-tax revenue from state-owned 

enterprises negligible due to inefficiency and poor financial performance. Expenditure was skewed toward non-developmental areas 

such as salaries, pensions, and interest payments, and there was a less space for developmental expenditure in sectors like 

infrastructure, health and education which was even below 10% of GSDP. Capital expenditure was minimal, limiting asset creation 

and industrial growth. Furthermore, Odisha’s heavy dependence on central transfers constrained its financial autonomy, making the 

state vulnerable to reductions in central grants or adverse policy changes. This fiscal situation underscored the need for 

comprehensive reforms to achieve financial stability and sustainable development in the state. 

The Post-FRBM Period (2005 Onwards) 

Since the implementation of the FRBM Act in 2005, Odisha has achieved a remarkable fiscal turnaround, eliminating its 

revenue deficit, significantly reducing its fiscal deficit and bringing down the debt-to-GSDP ratio from over 50% in the pre-reform 

period to around 20% in recent years. By 2006-07, the state had transformed its revenue deficit into a surplus, enabling increased 

capital expenditure on public infrastructure and asset creation. Improved tax collection, particularly from the mining sector and the 

introduction of the GST in 2017 have enhanced revenue mobilization and reduced leakages. Odisha has consistently maintained its 

fiscal deficit below the FRBM target of 3% of GSDP, which has helped the state to control borrowing, reduce the interest burden 

and improve fiscal sustainability. Public expenditure management has shifted focus from non-developmental to developmental 

spending, with substantial investments in infrastructure, health, education and agriculture. This increased developmental expenditure 

has improved socio-economic indicators, enhanced connectivity, attracted private investment and boosted human development 

outcomes and it is ultimately contributing to the state’s economic growth and resilience. 

Comparative Data Analysis: Pre- and Post-FRBM Period 

The impact of the FRBM Act on Odisha’s fiscal situation can be clearly seen by comparing key fiscal indicators from the pre- 

and post-FRBM periods. 
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Table 

Fiscal Indicator 
Pre FRBM Period (1990-91 to 

2004-05) 

Post FRBM Period (2005-06 

to 2021-22) 

Fiscal Deficit (% of GSDP) 4.88 1.22 

Revenue Deficit (% of GSDP) 2.63 -2.29* 

Primary Deficit (% of GSDP) 1.37 -0.37* 

Debt to GSDP ratio  38.83 25.52 

Tax Revenue (% of GSDP)      3.93 5.95 

Capital Outlay (% of Capital Exp) 23.48 66.85 

Developmental Expenditure (% of GSDP) 10.57 13.48 

 (-) sign indicate Surplus 

The comparative analysis of fiscal indicators between the pre-FRBM period (1990-91 to 2004-05) and the post-FRBM period 

(2005-06 to 2021-22) reveals Odisha's remarkable fiscal transformation. During the pre-FRBM period, the state faced significant 

fiscal imbalances, with a high fiscal deficit of 4.88% of GSDP and a revenue deficit of 2.63% of GSDP. These indicators reflect 

Odisha’s reliance on borrowing to meet regular expenditures and its limited capacity for developmental spending. In contrast, the 

post-FRBM period shows substantial improvement. The fiscal deficit reduced to 1.22% and the revenue deficit turning into a surplus 

of 2.29% of GSDP. Similarly, the primary deficit transitioned to a surplus of 0.37%, underscoring the state's ability to meet 

expenditure obligations without any additional borrowing. 

Debt sustainability also improved significantly, with the decline of debt-to-GSDP ratio from 38.83% in the pre-FRBM period 

to 25.52% post-FRBM which is satisfying the targeted level of below 28% of GSDP. Tax revenue as a percentage of GSDP increased 

from 3.93% to 5.95%, reflecting enhanced revenue mobilization through reforms like VAT and GST implementation. Capital outlay 

as a share of total capital expenditure surged from 23.48% to 66.85%, highlighting Odisha's shift towards productive investments. 

Developmental expenditure also increased from 10.57% to 13.48% of GSDP, enabling greater investment in infrastructure, health, 

and education. This comparative analysis underscores the effectiveness of Odisha’s fiscal reforms, showcasing how the state has 

leveraged fiscal discipline and strategic planning to achieve sustained growth and improved socio-economic outcomes. Overall, 

comparing fiscal indicators from the pre- and post-FRBM periods reveals significant progress, with increased capital formation, 

better public expenditure efficiency and accelerated economic growth. Odisha's fiscal turnaround serves as a model for policymakers, 

demonstrating how strategic reforms and effective governance can transform a struggling economy into a more resilient and growth-

oriented one. The above table can be explained with the help of a diagram as follows; 

 

The above diagram provides a comparative analysis of different fiscal indicators during the pre- and post-FRBM period of 

Odisha. It highlighting the state’s remarkable fiscal turnaround. During the pre-FRBM period, Odisha faced significant fiscal 

challenges with a high fiscal deficit of 4.88% of GSDP and a revenue deficit of 2.63%, leading to a strained fiscal position. In 
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contrast, the post-FRBM period shows a drastic improvement, with the fiscal deficit reduced to 1.22% of GSDP and the revenue 

deficit turning into a surplus. The primary deficit also shifted from deficit to surplus, reflecting a reduction in reliance on borrowing. 

The significant decline in debt-to-GSDP ratio of the state ensuring better fiscal sustainability. Tax revenue improved from 

3.93% to 5.95% of GSDP, driven by effective reforms and enhanced revenue mobilization. Additionally, capital outlay as a 

percentage of total expenditure rose dramatically from 23.48% to 66.85% which indicating a strong focus on asset creation and long-

term growth. Likewise, Developmental expenditure also increased from 10.57% to 13.48% of GSDP, enabling greater investments 

in critical sectors like infrastructure, health and education. This analysis underscores Odisha's successful fiscal consolidation and 

strategic shift toward sustainable and inclusive economic development under the FRBM framework. 

VI. PROSPECTS FOR FISCAL FUTURE OF ODISHA:  

 The fiscal future of the state is shaped by both opportunities and challenges as the state builds on its past reforms while 

navigating emerging economic and environmental landscapes. Diversification of its economy is critical to reduce dependency on 

mining revenues, which currently contribute about 28% of the state's revenue but expose it to risks from global commodity price 

fluctuations and regulatory changes. Expanding sectors such as agriculture, manufacturing, tourism and services can create a more 

resilient economic base. Initiatives like the Odisha Industrial Corridor and efforts to promote tourism leveraging the state's cultural 

and natural heritage are promising. Concurrently, sustained tax reforms are essential to enhance revenue mobilization. Odisha's own 

tax-to-GSDP ratio has improved significantly, yet there is scope to strengthen the collections in property taxation, excise and non-

tax revenues from emerging sectors. Broader tax bases, improved administration and rationalized subsidies will further stabilize 

revenues while maintaining fiscal discipline. 

To sustain inclusive growth and mitigate fiscal risks, Odisha must focus on effective public expenditure management and disaster 

resilience. Continued prioritization of infrastructure, health, education and social protection will enhance human capital, reduce 

poverty and support economic diversification. Addressing regional disparities, particularly in rural and tribal areas, remains critical, 

with targeted investments in social protection, rural infrastructure and agricultural productivity. Simultaneously, the state's 

vulnerability to natural disasters, such as cyclones and floods, demands proactive fiscal strategies. Investments in climate-resilient 

infrastructure, early warning systems and innovative financial tools like catastrophe bonds can safeguard fiscal health and minimize 

disruptions. By aligning its fiscal policies with sustainable and inclusive development objectives, Odisha can strengthen its fiscal 

foundation and ensure long-term economic stability. 

VII. FINDINGS 

Here are five key findings based on the provided document related to Odisha's fiscal turnaround: 

1. Significant Reduction in Fiscal Deficits: Odisha's fiscal deficit declined from 4.88% of GSDP during the pre-FRBM period to 

1.22% post-FRBM. The revenue deficit turned into a surplus, transitioning from 2.63% of GSDP to -2.29%, reflecting improved 

fiscal discipline and efficient financial management. 

2. Enhanced Revenue Mobilization: Tax revenue as a percentage of GSDP increased from 3.93% in the pre-FRBM period to 5.95% 

post-FRBM. This growth was driven by reforms such as VAT implementation, GST adoption and the digitalization of tax 

administration. 

3. Improved Debt Sustainability: The debt-to-GSDP ratio reduced significantly from 38.83% in the pre-reform period to 25.52% 

in the post-reform period, ensuring better fiscal sustainability and reducing the interest burden on state finances. 

4. Shift towards Developmental Spending: Capital outlay as a percentage of total capital expenditure surged from 23.48% to 

66.85%, while developmental expenditure rose from 10.57% to 13.48% of GSDP. This shift highlights Odisha’s focus on 

infrastructure, health, and education, enabling long-term economic growth. 

5. Social and Economic Outcomes: Odisha’s fiscal reforms contributed to a steep decline in poverty levels, from 57% in 2004-05 

to 11.07% in recent years. Additionally, infrastructure spending surged, with capital outlay growing from ₹798.98 crore in 1999-

2000 to ₹22,725.46 crore in 2021-22, enhancing connectivity and boosting industrial growth. 

These findings underscore Odisha's success in leveraging fiscal reforms to achieve economic resilience and inclusive 

development. 

VIII. CONCLUSION  

Odisha's fiscal transformation stands as a testament to the effectiveness of strategic fiscal reforms and disciplined 

governance. The implementation of the FRBM Act in 2005 marked a turning point which enable the state to significantly reduce 

fiscal deficits, eliminate the revenue deficit and improve debt sustainability. Revenue mobilization efforts, such as the adoption of 

VAT, GST and enhanced tax administration have strengthened the state's fiscal position with tax revenue as a percentage of GSDP 

witnessing notable growth. Odisha's increased focus on developmental expenditure and infrastructure investments has further 

catalysed socio-economic progress, leading to improved human development indicators and a sharp decline in poverty levels. 

Additionally, the state’s proactive approach to debt management and emphasis on capital outlay underscore its commitment to long-

term fiscal sustainability. However, challenges such as dependency on mining revenues, disaster-related risks, and regional 

disparities remain. Odisha’s fiscal journey provides a valuable insights into the interplay between fiscal discipline, inclusive 

development and economic resilience which offering a blueprint for sustainable growth in other states and regions.  
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