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Odisha Budget Analysis
2019-20

The Finance Minister, Mr. Niranjan Pujari, presented the Budget for Odisha for financial year 2019-20 on June 28,
2019.

Budget Highlights

» The Gross StateDomestic Productof Odisha for 2019-20 (at current prices) is estimated to be Rs
5,40,812 crore. This is 11% higher than the revised estimate for 2018-19.

= Total expenditure for 2019-20 is estimated to be Rs 1,39,000 crore, a 15.7% increase over the revised
estimate of 2018-19. As per the revised estimate of 2018-19, the expenditure is estimated to increase
marginally by Rs 97 crore over the budgeted estimate for the year.

= Total receipts (excluding borrowings) for 2019-20 are estimated to be Rs 1,15,416 crore, an increase of
13.1% as compared to the revised estimate of 2018-19. In 2018-19, total receipts (excluding borrowings)
are estimated to be higher than the budgeted estimate by Rs 1,683 crore (1.7%).

= Revenuesurplus for 2019-20 is targeted at Rs 6,528 crore, or 1.2% of the Gross State Domestic Product
(GSDP). Fiscal deficitis targeted at Rs 18,877 crore (3.5% of GSDP).

= The sectors of Agriculture, Social Welfare and Nutrition, and Water Supply, Sanitation, Housing and Urban
Development saw the highest increase in allocations. Allocation to transport decreased by 11%.

Policy Highlights

= KALIA scheme The KALIA scheme seeks to provide financial support to about 75 lakh farmer families,
including small and marginal farmers and landless agricultural labourers, and share croppers. Rs 5,611
crore has been allocated towards the scheme for 2019-20.

= |rrigation : A target has been set to create additional irrigation potential of 2.65 lakh hectares. Rs 1,861
crore has been allocated for completion of incomplete projects under PMKSY. Rs 1,565 crore has been
allocated under state funded Water Sector Infrastructure Development Programme.

= Housing: Rs 4,820 crore has been allocated towards rural housing through convergence of Pradhan Mantri
Awas Yojana — Gramin and Biju Pucca Ghar schemes. This allocation will also provide for rebuilding
houses for people affected by the cyclone Fani in coastal areas of the state.

= Disastermanagement: Rs 4,600 crore has been allocated towards disaster management. This includes Rs
909 crore and Rs 3,691 crore under the State and National Disaster Response Funds, respectively.
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Budget Estimates for201920

=  The total expenditure in 2019-20 is targeted at Rs 1,39,000 crore. This is 15.7% higher than the revised
estimates of 2018-19. This expenditure is proposed to be met through receipts (other than borrowings) of
Rs 1,15,416 crore and borrowings of Rs 22,584 crore. In 2019-20, receipts (other than borrowings) are
expected to be 13.1% higher than the revised estimate of 2018-19.

Table 1: Budget 201920 - Key figures (inRs crore)

0, 0,
RE 20189 BE 20120
Total Expenditure 97,511 1,20,028 1,20,125 0.1% 1,39,000 15.7%
A. Receipts (except borrowil 85,462 1,00,350 1,02,033 1.7% 1,15,416 13.1%
B. Borrowings 12,862 18,617 16,942 -9.0% 22,584 33.3%
Total Receipts (A+B) 98,323 1,18,967 1,18,975 0.0% 1,38,000 16.0%
Revenue Surplus 13,367 9,980 10,555 5.8% 6,528 -38.2%
As % of GSDP 3.08% 2.25% 2.17% 1.21%
Fiscal Deficit 9,359 15,521 13,935 -10.2% 18,877 35.5%
As % of GSDP 2.15% 3.50% 2.87% 3.49%
Primary Deficit 4,371 10,021 8,085 -19.3% 12,377 53.1%
As % of GSDP 1.01% 2.26% 1.66% 2.29%

Notes: BE is Budget Estimate; RE is Revised Estimate. GSDP for 2019-20 is Rs 5,40,812 crore. GSDP for 2018-19 BE and 2018-19 RE
taken to be Rs 4,43,479 crore, and Rs 4,86,004 crore respectively. GSDP for 2017-18 was Rs 4,34,673 crore.
Sources: Odisha Budget Documents 2019-20; PRS.

Expenditure in 201920

= Capital expenditure for 2019-20 is proposed to be
Rs 30,262 crore, which is an increase of 5.1% over
the revised estimates of 2018-19.

The total expenditure on social welfare and nutrition
estimated to increase by Rs 3,76@nc2OE20 This
includes an increase 02888 crore in the allocation

=  Capital expenditure includes expenditure affecting towards relief on account of natural calamities. Rev
the assets and liabilities of the state, such as: (i) expenditure of Rs 4,703 crore has been allocated to
capital outlay, i.e. expenditure which leads to relief for natural calamities.
creation of assets (such as bridges and hospitals), The capital outlay towaodsls and bridges for 220.%
and (ii) repayment and grant of loans by the state estimated to be &8% crore. This is 18% lower (Rs 1
government. crore) than the revised estimates ef2018

= Qdisha’s capital outlay for 2019-20 is estimated to be Rs 24,473 crore, which is 3.5% higher than the
revised estimate of 2018-19. Water supply and sanitation has seen the maximum increase in allocation for
capital outlay. The capital outlay towards the sector is estimated to increase by Rs 1,978 crore (an increase
of 137%) from the revised estimates of 2018-19.

= Revenue expenditurefor 2019-20 is proposed to be Rs 1,08,738 crore, which is an increase of 19.1% over
revised estimates of 2018-19. This expenditure includes payment of salaries, pension, interest, etc.

Table 2: Expenditure budget2019-20 (in Rs crore)

0, 0,
s S Jme o olse Gewdson (010 Remison
RE 20149 BE 20120

Capital Expenditure 25,674 29,808 28,797 -3.4% 30,262 5.1%
of which Capital Outl 21,109 24,567 23,655 -3.7% 24,473 3.5%
Revenue Expenditure 71,837 90,220 91,328 1.2% 1,08,738 19.1%
Total Expenditure 97,511 1,20,028 1,20,125 0.1% 1,39,000 15.7%
A. Debt Repayment 2,690 4,157 4,157 0.0% 4,707 13.2%
B. Interest Payments 4,988 5,500 5,850 6.4% 6,500 11.1%
Debt Servicing (A+B) 7,679 9,657 10,007 3.6% 11,207 12.0%

Note: Capital outlay denotes expenditure which leads to creation of assets.
Sources: Odisha Budget Documents 2019-20; PRS.
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Sectorwiseexpenditure in 201920

The sectors listed below account for 73% of the total budgeted expenditure of Odisha in 2019-20. A
comparison of Odisha’s expenditure on key sectors with that by other states can be found in the Annexure.

Table 3: Sectorwise expenditure forOdisha Budget 201920 (Rs crore)

%change
201718 : 201819 | 201819 201920 from RE -
Sector Actuals | Budgeted: Revised: Budgeted: 201819 to Budget provisions for 2029
BE 20120
= Rs 7,046 crore has been allocated toward
govenment primary schools,R&@,535 cror
has been allocated towards government
Education 14,534 17,658 17,894 19,522 9%  secondary schools.
= Rs 150 crore has been allotateatdshe
Odisha Higher Education Programme for
Excellence and Equity.
= Rs 5,611 crore has been allocated toward
. KALIA scheme.
ronculreand 5026 8328 8517 12,05 529 = Crop loas ofup toone lakh rupees will be
providethterest freeA sum of R&00 crore is
proposed farovidintheinteressubsidy
= A corpus fund of 530 crore will be created
Rural facilitate timely wage payments under
Development 9,018 10,770 11,552 12,139 5%: MGNREGA.
P = Rs 580 crore has been allocated under the
Dayal Antyodaya Yojana.
= Rs 4,703 crore has been allocated féomreli¢
Social Welfare o natural calamities.
and Nutrition 5245 8,150 7,485 11,251 50% , Rs 2,120 crore has bakocated towards the
Madhubabu Pension Yojana.
= Rs2,740 crorbas been allocafed rural wate
supply and R85croredr urban water suppl
Water Supply, = Rs2,500 crore and &30 crorbas been
Sanitation, allocatetbr theural andrbarcomponermtf
Housing and 5,860 7,163 7,812 10,803 38%  Swachh Bharat Missi@spectively.
Urban = Rs 4,820 crore has been allocated toward
Development housing through convergence of PMAY G
andBiju Pucca Ghdrs 400 crore towards
urban housing.
= Rs1,565 crorbas beeallocated to tistate
L funded Water Sedtdrastructa Developmen
::rlrg%ag'cc’gr?t';gl 8,752 10,140 9,239 9,650 4%  Programme.
= Rs1,777 crore has been propasel@iParvati
Giri Mega Lift Irrigation Scheme
= Rs 2,900 crore has been allocated toward
Transport 9,372 9,409: 10,208 9,095 -11%: PMGSYRs 500 crore has been allocated
towards the Biju Setu Yojana.
Health and 4927 6.097 6.132 6.804 11% " Rs1,20%rore has been allocated tovijuds
Family Welfare ’ ! ! ’ Swasthya Kalyan Yojana.
= Rs 761 croleas beeallocated for constructi
Police 2,972 3,242 3,344 3,571 7% : of buildings for courts, police, fire services
and police modeation.
Welfare 08G = Rs227 crore has been proposed for const
ST, OBCand 2,745 3,323 3,399 3,477 2% of hostels for ST girls and urban hostel
Minorities complexes.
Ener 2095 1842 1980 2018 o0 " Rs840 crore has been allocated towards
9y ’ ! ! ’ °  electricity for all.
0,
% of total 73% 2%  73% 73%

expenditure

Source: Odisha Budget Speech 2019-20, Odisha Annual Financial Statement 2019-20, Odisha Demand for Grants 2019-20; PRS.
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Receipts in201920

= The total revenue receiptsfor 2019-20 are estimated to
be Rs 1,15,266 crore, an increase of 13.1% over the
revised estimates of 2018-19. Of this, Rs 45,500 crore
(39% of the revenue receipts) will be raised by the state
through its own resources and Rs 69,766 crore (61% of
the revenue receipts) will be devolved by the centrdn
the form of grants and the state’s share in taxes.

= Non-tax revenue:QOdisha has estimated to generate Rs
12,500 crore through non-tax sources in 2019-20. Of this,
Rs 9,000 crore will be received from non-ferrous mining
and metallurgical industries.

Table 4. Break up of state government receiptsRs crore)

In 2018.9,as per the revised figure,e st ¢
revenue (both tax aoditax) are expected to
increasever the budgeted estimatésile the tax
revenue isxpected timcrease by 2&nontax
revenue is expectethtwease by 92

In 20189, grantsraidfrom centrare estimated tc
increase Wy.1%overthe budgetiestimates
However, the share in central taxes received k
statds estimated decline by 3.4% (Rs 1,232 cn
The share of central GST received by tlee state
estimated tecrease by Rs 28%ore (16%).

0, 0
RE 20189 BE 20120
State's Own Tax 27,914 28,550 29,250 2.5% 33,000 12.8%
State's Own Ndax 8,398 10,300 11,250 9.2% 12,500 11.1%
Share in Central Taxes 31,272 36,586 35,354 -3.4% 39,207 10.9%
Grantsnaid from Centre 17,620 24,764 26,029 5.1% 30,559 17.4%
Total Revenue Receipt: 85,204 1,00,200 1,01,883 1.7% 1,15,266 13.1%
Borrowings 12,862 18,617 16,942 -9.0% 22,584 33.3%
Other receipts 257 150 150 0.0% 150 0.0%
Total Capital Receipts 13,119 18,767 17,092 -8.9% 22,734 33.0%
Total Receipts 98,323 1,18,967 1,18,975 0.0% 1,38,000 16.0%

Sources: Odisha Budget Documents 2019-20; PRS.

= Tax revenue: Total own tax revenue of Odisha is estimated to be Rs 33,000 crore in 2019-20. The
composition of the state’s tax revenue is shown in Figure 2. The own tax to GSDP ratio of the state is
targeted at 6% in 2019-20, which is in the same range as the revised estimate of 6% in 2018-19. This
implies that growth in collection of taxes has been at par with the growth in the economy.

Figure2: Composi ti on
(Budget Estimate$
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State Goods and Services Tax
(SGST) is the largest component of
tax revenue of the state (42% share).
It is expected to generate Rs 13,700
crore in 2019-20. This is an increase
of 14.2% from the revised estimates
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Note: The chart excludes some other taxes which form the rest 2% of the revenue.

Sources: Odisha Budget Documents 2019-20; PRS.

of 2018-19.

In 2019-20, Odisha is expected to
generate Rs 8,000 crore through levy
of sales tax (on items such as
petroleum products), and VAT. This
is an increase of 16.3% over the
revised estimates of 2018-109.

The state expects to generate Rs
4,500 crore through state excise in
2019-20. This is 15.4% higher than
the revised estimates of 2018-19.

Further, in 2019-20 the state is
expected to generate Rs 2,800 crore
through taxes and duties on
electricity, and Rs 2,025 crore from
taxes on vehicles.
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Deficits, Debts and FRBM Targets for2019-20

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

Revenue deficit It 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. A revenue surplus implies that the revenue receipts of
state are sufficient to meet the revenue expenditure requirements.

The budget estimates a revenue surplus of Rs 6,528 crore (or 1.2% of GSDP) in 2019-20. This implies that
revenue receipts are expected to be higher than the revenue expenditure, resulting in a surplus. However, this is
38% lower than the revenue surplus as per the revised estimates of 2018-19 (Rs 10,555 crore). The 14" Finance
Commission had recommended that states should eliminate revenue deficits. The 2019-20 estimates for Odisha
suggest that the state has met this target of eliminating revenue deficit.

In 20120 Odishas expected to spend Rs

11,20%rore on servicing its débis il26

higher than the revisstineatesf 20189. This
include®s4,707rore towardepaying loans,

and R$,50Crore towardisterest payments.

Fiscal deficit: It 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. In 2019-20, fiscal deficit is estimated to be Rs 18,877 crore,
which is 3.5% of the GSDP. The estimate is more than the 3% limit prescribed by the 14" Finance Commission.
This limit may be relaxed to a maximum of 3.5%, if states are able to contain their debt and interest payments to

certain specified levels.

Outstanding Liabilities: It is the accumulation of borrowings over the years. In 2019-20, the outstanding
liabilities are expected at 19.7% of the GSDP.

Table 5: Budget targets for deficitsfor Odishain 201920 (% of GSDP)

Year Revenue Fiscal Outstanding iabilities
Deficit(-)/ Surplus(+) | Deficit(-)/ Surplus(+)
201718 31% 22% 17.0%
201819 (RE) 22% 29% 18.0%
201920 (BE) 1.2% 35% 19.7%
202021 15% 3.0% 208%
202122 1.6% 3.0% 217%

Sources: Odisha Budget Documents 2019-20; PRS.

Figures 3 and 4 show the trend in deficits and outstanding liabilities targets from 2017-18 to 2021-22.

Figure 3: Revenue and Fiscal Deficit
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Figure 4. Outstanding liabilities targets
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Annexure

The graphs below compare Odisha’s expenditure on six key sectors as a proportion of its total budget (revenue
expenditure + capital outlay), with the average of 27 states (using 2018-19 budget estimates).*

Education: Odisha has allocated 14.7% of its expenditure on education in 2019-20. This is lower than the
average expenditure allocated to education by 27 states (15.9%).

Health: Odisha has allocated 5.1% of its total expenditure on health, which is marginally lower than the
average expenditure of 27 states (5.2%).

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 allocations of 27 states (6.4%).

Rural development Odisha has allocated 9.1% of its expenditure on rural development. This is
significantly higher than the average expenditure of 27 states (6.1%).

Roads and bridges Odisha has allocated 6.4% of its total expenditure on roads and bridges, which is
higher than the average expenditure of 27 states (4.3%).

Water supply and sanitation Odisha has allocated 5.5% of its total expenditure on water supply and
sanitation, which is significantly higher than the average expenditure of 27 states (2.4%).
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Source: Annual Financial Statement (2018-19 and 2019-20), various state budgets; PRS.
1 The 27 states include all states except Arunachal Pradesh, Manipur, and Meghalaya. It also includes the Union Territory of Delhi.
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