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Andhra Pradesh Budget Analysis
2019-2020

The Finance Minister, Mr. Buggana Rajendranath, presented the budget for Andhra Pradesh for financial year 2019-
20 on July 12, 2019. Previously, the interim budget for the year was presented in February 2019.

Budget Highlights

The Gross State Domestic Product (GSDR)f Andhra Pradesh for 2019-20 (at current prices) is estimated
to be Rs 10,80,657 crore!. This is 17.6% higher than the revised estimate for 2018-19.

Total expenditure for 2019-20 is estimated to be Rs 2,27,975 crore, a 40.6% increase over the revised
estimate of 2018-19. In 2018-19, as per the revised figures, there is an estimated decrease of Rs 28,929
crore (15.1%) of expenditure over the budgeted estimate.

Total receipts (excluding borrowings)for 2019-20 are estimated to be Rs 1,79,297 crore, an increase of
56% as compared to the revised estimate of 2018-19. Borrowings are estimated to be Rs 46,921 crore, an
increase of 22.7% over the revised estimate of 2018-19.

Revenuedeficit for 2019-20 is targeted at Rs 1,779 crore, or 0.16% of the Gross State Domestic Product
(GSDP). Fiscal deficit is targeted at Rs 35,261 crore (3.26% of GSDP).

Sectors such as energy (247%), welfare of SC, ST, OBC and minorities (157%), and agriculture and allied
activities (135%) saw the highest increase in allocations in 2019-20.

Policy Highlights

YSR Rythu Bharosa: Farm investment support of Rs 12,500 per year will be provided to farmers,
including tenant farmers. Rs 8,750 crore has been allocated for the scheme in 2019-20.

Jagananna Ammavodi: Rs 15,000 will be provided to every mother for sending her children to school.
The scheme will cover children from class | to XIl. Rs 6,456 crore has been allocated for the scheme.

Jagananna Vidya Deevena:100% fee reimbursement will be provided to SC, ST, BC, minorities, Kapu,
EBC, and differently abled students, along with a maintenance support of Rs 20,000 per year to each
student. Rs 4,962 crore has been allocated for the scheme in 2019-20.
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1 GSDP values have been calculated using total liabilities as a percentage of GSDP figures given in the Budget in Brief 2019-20 document
of Andhra Pradesh.
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Budget Estimates for 20120

=  The total expenditure in 2019-20 is targeted at Rs 2,27,975 crore. This is 40.6% higher than the revised
estimate of 2018-19. This expenditure is proposed to be met through receipts (other than borrowings) of Rs
1,79,297 crore and borrowings of Rs 46,921 crore. In 2019-20, receipts (other than borrowings) are
expected to be 56% higher than the revised estimate of 2018-19.

Table 1: Budget 201920 - Key figures (in Rs crore)

ltems 2017-18 2018-19  2018-19 % change from BE 2018- . 2019-20 % change from RE 2018-
Actuals  Budgeted Revised 19 to RE of 2018-19 Budgeted 19 to BE 2019-20
Total Expenditure 1,46,944  1,91,064 1,62,134 151% | 2,27,975 40.6%
p. Receipts (except 1 05113 1,56,007 1,14,962 26.3% 1,79,297 56.0%
orrowings)

B. Borrowings 28,433 33,461 38,246 14.3% 46,921 22.7%
Total Receipts (A+B) 1,33,546  1,89,468 1,53,207 -19.1% | 2,26,218 47.7%
Revenue Deficit (-)/ } ) 299 B8 ) 8470
Surplus (+) 16,152 5,235 -11,655 322.6% 1,779 84.7%
As % of GSDP -2.01% 0.60% -1.Z77% -0.16%
Fiscal Deficit (-)/ B E . 0 g o
Surplus (+) 32,373 24,205 -33,619 38.9% 35,261 4.9%
As % of GSDP -4.03% 2.78% -3.6% -3.26%
Primary Deficit (-)/ } ) ) o } R0
Surplus (+) 18,526 9,128 -19,315 111.6% 18,017 6.7%
As % of GSDP -2.30% -1.05% -210% -1.67%

Notes: BE is Budget Estimate; RE is Revised Estimate.
Sources: GSDP values have been calculated using total liabilities as a percentage of GSDP figures given in Andhra Pradesh Budget in Brief
2019-20; PRS.

Expenditure in 201920

= Capital expenditure for 2019-20 is proposed to be Rs 47,499 crore, which is an increase of 32.7% over the
revised estimate of 2018-19. Capital expenditure includes expenditure affecting the assets and liabilities of
the state, such as: (i) capital outlay, i.e. expenditure which leads to creation of assets (such as bridges and
hospitals), and (ii) repayment and grant of loans by the state government.

= Andhra Pradesh’s capital outlay for 2019-20 is estimated to be Rs 32,293 crore, which is 58.3% higher than
the revised estimate of 2018-19. The revised figure for 2018-19 is estimated to be 28.9% lower than the
budgeted estimate made for that year.

= Revenue expenditureor 2019-20 is proposed to be Rs 1,80,476 crore, which is an increase of 42.9% over
the revised estimate of 2018-19. This expenditure includes payment of salaries, pensions, and interest,
among others. Revenue expenditure accounts for 79% of the total expenditure proposed for 2019-20.

Table 2: Expenditure budget 201920 (in Rs crore)

ltem 2017-18 2018-19 201{5-19 % change from BE 2019-20 % change from RE

Actuals Budgeted Revised 2018-19 to RE 2018-19. Budgeted :2018-19 to BE 2019-20
Capital Expenditure 25,73 40,79; 35,79 -12.29 47,49 32.7%
of which Capital Outlay 13,49 28,67 20,39 -28.99 32,29 58.3%
Revenue Expenditure 1,21,21 1,50,27 1,26,33 -15.99 1,80,47 42.99
Total Expenditure 1,46,944 1,91,064 1,62,134 -15.1% 2,27,975 40.6%
A. Debt Repayment 9,45: 10,85 13,53 24.89 13,41 -0.9%
B. Interest Payments 13,84 15,07 14,30. 5.19 17,24 20.69
Debt Servicing (A+B) 23,298 25,928 27,842 7.4% 30,661 10.1%

Note: Capital outlay denotes expenditure which leads to creation of assets.
Sources: Andhra Pradesh Annual Financial Statement 2019-20 (July 2019); PRS.
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Sector expenditure in 20120

The sectors listed below account for 70% of the total budgeted expenditure of Andhra Pradesh in 2019-20. A
comparison of Andhra Pradesh’s expenditure on key sectors with that by other states is given in the Annexure.

Table 3: Sectorwise expenditure forAndhra Pradesh Budget 201920 (Rs crore)

% change from

Sector 1017'1'8 B20c;|8-:9 q ;01.8'13 B20c;|9-f0 4 RE2018-19t0 Budget provisions for 2019-20
ctuals udgete evise udgete BE 2019-20
Rs 6,456 crore has been allocated to t
Jagananna Ammavodi programme.
. Rs 1,500 crore has been allofcated
Education 2,017 26,5101 19,587 33,410 1% modernisationiofrastructure in schools
Rs 1,158 crore has been allocated to
Samagra Shiksha scheme.
Rs15747crore has been allocated to Y
Pension Kanukaogramme
Social Welfare and 15.469 19969 22779 27 461 21% Rs 3,000 crore has been allofmated
Nutrition ' ’ ’ ’ providingubsidy on rice.
Rs 1,430 crohas been allocated to
Integrated Child Developmanicgs
Rs 8,750 crore has been allocated to ®
Rythu Bharosa programme.
Agriculture and Rs 1,163 crore has been allocated to *
allied activities 7,569 8,420 8,766 20,558 135% PM Fasal Bima Yojana.
Rs3,000 crore has been allocated to F
Stabilisation Fund for farm risk mitigati
Welfare of SC, ST
U Rs4,96Zrore has been allocated to
o )
ziBncc:J:Ii:‘i:s 10,423 13,688 5479 14,088 157% Jagananna Vidya Deevena scheme.
Rs 210 crore has been allocated to lift
Irriaation and irrigation works.
flogd control 8,877 16,594 13,991 12,712 -9% Rs 161 crore has balocated to Neeru
Chettu, an interdepartmental coordina
portal.
Rs2,1® crore has been allocadgeiM
Awas YjanaRs 1,356 crore to weaker
\éVatgtrtS.upply, sectiomousing progransnand Rs 1,00(
anitation, ;
Housing, and 8,74 13,90 10,451 12,28 18% crore to YSR Urban Housing prog.rgml
Urban ’ ' ! ! ! Rs 500 crore has been allofateckation
Development ofessential infrastructure for new capit
Rs648 crore has been allocated to YS
interest free loans to urbainekdfgroups
Rs 1,732 crore has been allocated to
National Health Mission.
Health and Family o Rs1,740 crore has been allocated to
Welfare 6,389 8,758 7,398 11,610 57% Arogyasfi.
Rs 1,500 has been allociated
infrastructure facilitlsospitals.
Rural o Rs 3626 crore has been allocated to
Development 8,859 12,068 7,640 10,672 40% MGNREGA programme.
Rs 4,526rorehas been allocated to YS|
o )
Energy 3440 3,255 1,910 6,623 241% nine hours free power supply program
. Rs 575 crore has ba#lacated to Andhrz
0,
Police 4,696 5,738 5,243 5,798 11% Pradesh special police units.
Rs B0 crordas been allocafed
Transport 1,928 4,100 1,979 4,267 116% reimbursement of concessions provide
APSRTC to citizens
0,
% of total 66% 69%  65% 70%

expenditure

Sources: Andhra Pradesh Budget Speech 2019-20, July 2019; Andhra Pradesh Annual Financial Statement 2019-20, July 2019; Andhra
Pradesh Demand for Grants 2019-20, July 2019: PRS.
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Receipts in 201920

The total revenue receiptsfor 2019-20 are estimated to be Rs
1,78,697 crore, an increase of 55.8% over the revised estimate of
2018-19. Of this, Rs 82,793 crore (46% of the revenue receipts)
will be raised by the state through its own resourcesand Rs
95,905 crore (54% of the revenue receipts) will be devolved by
the centrein the form of grants and the state’s share in central
taxes. In 2019-20, grants-in-aid of Rs 61,072 crore are expected
from the centre. This is an increase of 213.9% over the revised

estimate of 2018-19.

In 20120,Andhra Pradeghexpected to
borrow Rs64921crore to meet its
expenditure requirements, wHiehas
highethan the revised estimates of 20
19. In 20189, the borrowings of the st
are expected to b& 3bhighethan the
amount budgetfent the year

Non-tax reverue: Andhra Pradesh is estimated to generate Rs 7,355 crore through non-tax sources in
2019-20. This is an increase of 67.5% (Rs 2,963 crore) over the revised estimate of 2018-19.

Table 4: Break up of state government reeiptsin 201920 (Rs crore)

ftems e et 20iede pERT e Rt
ctuals Budgeted Revised RE of 2018-19 Budgeted BE 2019-20

State's Own Tax 49,813 65,535 58,125 -11.3% 75,438 29.8%
State's OwNonrTax 3,814 5,347 4,391 -17.9% 7,355 67.5%
Share in Central Taxes 28,675 33,930 32,711 -3.6% 34,833 6.5%
Grantdnaid from Centre 22,761 50,696 19,457 -61.6% 61,072 213.9%
Total Revenue Receipts 1,05,062 1,55,507  1,14,684 -26.3% 1,78,697 55.8%
Borrowings 28,433 33,461 38,246 14.3% 46,921 22.7%
Other receipts 51 500 277 -44.5% 600 116.3%
Total Capital Receipts 28,484 33,961 38,523 13.4% 47,521 23.4%
Total Receipts 1,33,546 1,89,468  1,53,207 -19.1% 2,26,218 471.7%

Sources: Andhra Pradesh Budget Documents 2019-20; PRS.

Tax Revenue: Total own tax revenue of Andhra Pradesh is estimated to be Rs 75,438 crore in 2019-20
(42% of the revenue receipts). This is 29.8%% higher than the revised estimate of 2018-19. In 2018-19,
own tax revenue is expected to be Rs 58,125 crore, which is 11.3% lower than the budgeted estimate.

The own tax to GSDP ratio is targeted at 7% in 2019-20, which is significantly higher than the revised
estimate of 6.3% in 2018-19. This implies that growth in collection of taxes is expected to be higher than

the growth in the economy.

Figure 2: Composition o
(Budget Estimates)
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f t he

-20t

Sales Tax
and VAT

|

37%

Sales Tax and VAT (on items such as
petroleum products) is the largest component
of tax revenue of the state. It is expected to
generate Rs 28,000 crore in 2019-20. This is
an increase of 27.8% from the revised
estimate of 2018-19.

State Goods and Services Tax (SGST) is
expected to generate Rs 27,000 crore. This is
an increase of 31% over the revised estimate
of 2018-19. In most of the other states,
SGST is the largest component of tax
revenue of the state.

In 2019-20, the state is expected to generate
Rs 8,518 crore from the levy of state excise.
This an increase of 36.9% over the revised
estimate of 2018-19. Further, in 2019-20, the
state is expected to generate Rs 6,600 crore
from stamp duty and registration fees and Rs
4,000 crore from taxes on vehicles.
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Deficits, Debts and FRBM Targets for 20120

The Andhra Pradesh Fiscal Responsibility and Budget Management Act, 2005 provides annual targets to
progressively reduce the outstanding liabilities, revenue deficit, and fiscal deficit of the state government.

Revenue deficit This is the excess of revenue expenditure over revenue
receipts. A revenue deficit implies that the government needs to borrow
in order to finance its expenses which do not create capital assets.

The budget estimates a revenue deficit of Rs 1,779 crore (or 0.2% of
GSDP) in 2019-20. This is 322.6% lower than the revised estimates of
2018-19. This implies that revenue receipts are expected to be lower
than the revenue expenditure, resulting in a deficit. The 14" Finance
Commission had recommended that states should eliminate revenue
deficits. The 2019-20 estimates for Andhra Pradesh suggest that the state
will not be able to meet this target of eliminating revenue deficit. The
budget estimate of 2018-19 had projected a revenue surplus of Rs 5,235
crore. The revised estimate has changed this projection to a revenue
deficit of Rs 11,655 crore.

Debt Servicing

In 20120,Andhra Pradeghexpected
to spend R30,66Xrore on servicing i
debt, with is 3% of its estimated
expenditurelhis expenditure include
Rs B,417%rore towards repayment ¢
loans, and RS ,244rore towards
interest payments.

In 201220, the expenditure on
repayment of loans is expected to
decrease b@.%% over the regis
estimate of 2018.

Fiscal deficit: This is the excess of total expenditure over total receipts. This gap is filled by borrowings by the
government, and leads to an increase in total liabilities. 1n 2019-20, Andhra Pradesh’s fiscal deficit is estimated to
be Rs 35,261 crore, which is 3.3% of the GSDP. The estimate is higher than the 3% limit prescribed by the 14"
Finance Commission. Note that, in 2018-19, fiscal deficit increased by 38.9% from Rs 24,205 crore (2.8% of
GSDP), as per the budgeted estimate, to Rs 33,619 crore (3.7% of GSDP), as per the revised estimate.

Outstanding liabilities: This is the accumulation of borrowings taken by the state government over the years.
In 2019-20, Andhra Pradesh’s outstanding liabilities are expected to be at 27% of the GSDP.

Table 5: Budget estimatesfor deficits for Andhra Pradeshin 201920 (% of GSDP)

Revenue Fiscal
Year Outstanding Liabilities
Deficit (-)/Surplus (+) Deficit (-)/Surplus (+)
2017-18 2. 4.0 27.8%
2018-19 (RE) -1.3% -37% 28 2%
2019-20 (BE) 0.2 -33% 27.06

Sources: Budget in Brief; Andhra Pradesh Budget Documents, July 2019; PRS.

Figures 3 and 4 show the trend in deficits and outstanding liabilities targets from 2017-18 to 2019-20.

Figure 3: Revenue and Fiscal Deficit
(as % of GSDP)

Figure 4. Outstanding liabilities (as % of GSDP)
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Sources: Andhra Pradesh Budget Documents; PRS.
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Annexure

The graphs below compare Andhra Pradesh’s expenditure on six key sectors as a proportion of its total budget,
with 26 other states.?

Education: Andhra Pradesh has allocated 15.7% of its expenditure on education in 2019-20. This is
slightly lower than the average allocation to education by other states (using 2018-19 BE) (15.9%).

Health: Andhra Pradesh has allocated 5.5% of its expenditure on health, which is higher than the average
expenditure by other states (4.5%).

Agriculture and allied activities: The state has allocated 9.7% of its total budget towards agriculture and
allied activities. This is significantly higher than the average allocation by other states (6.5%).

Energy: Andhra Pradesh has allocated 3.1% of its expenditure on energy. This is significantly lower than
the average expenditure (5.2%) by other states.

Roads and bridges Andhra Pradesh has allocated 1.6% of its total expenditure on roads and bridges,
which is significantly lower than the average expenditure by other states (4.3%).

Police: Andhra Pradesh has allocated 2.7% of its total expenditure on police, which is lower than the
average expenditure by other states (3.9%).

Spending on education as a % of Spending on health as a % of Spending on agriculture as a
total expenditure total expenditure % of total expenditure
20% 6% 1 or 5.00% 227 12% .
14.9944.8% 15.794.5.9% 4.7% 4.9% 4.5% 10% 9.7%
4% ~ 8% A 6.5%
10% - 6% -
2% 4%
5% A
2% A
(%] [%] (%)
0% - 0% - 0% -
< @ ox o 8 S o 9 o 8 S @ o o 8
— [e)} [e)} o N~ — [e)} (o)) o ~Nm — ()] (o)) o ~Mm
e T o 4 Ng e = g ANg e o g ANg
N o O 5 N 0o o o9 %5 N o o o B
- — — ! — — — ! — — - !
o o o X o o o X o o o X
N 39 N od N I3Y N od N I3Y N od
g3 S $&
L~ L~ L~
> > >
< < <
Spending on energy as a % of Spending on roads and bridges as Spending on police as a % of
total expenditure a % of total expenditure total expenditure
6% 1 5.2% 6% 1 6% -
4.3%
3.9%
4% 1 3.1% 4% 4% A 3'5%3,2%3'6%
2.6% 2.7%
1.8% 2.0% 1.6%
2% A 1.3% 2% 1.2% 11% 204
0% 2 0% A!_VJ_V_!_V_!_V_Q_\ 0% 3
0 0 -1 0
< o o @m 8 < m o o 8 < m x m 8
— ()] [} o N~ 0 — (e} ()] o ~ o I (e} (@] S ~mMm
Q s N N NG Q < - N NG Q - N N N
N © © o 5o N © © o 5 N o oo o A
— — — ! — — — ! — — — 1
o o o X o o o o® O O O 09X
I3Y ~ N od 3V N 3V oo N N N od
A £& &
L~ O~ O~
> > >
< < <

Note: 2017-18, 2018-19 (BE), 2018-19 (RE), and 2019-20 (BE) figures are for Andhra Pradesh.
Source: Annual Financial Statement of Andhra Pradesh 2019-20, July 2019; various state budgets; PRS.

2 The 26 other states include all states except Arunachal Pradesh, Manipur, and Meghalaya. It also includes the Union Territory of Delhi.
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