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 Andhra Pradesh State Budget 2021-22: Optimistic 

estimates despite raging Covid 2.0  

June 2021 

 

Andhra Pradesh Finance Minister Buggana Rajendranath presented the 2021-22 budget in the midst of 

the Covid second wave (Covid 2.0) on 20 May 2021. With a budget outlay of Rs 2,29,779 crore, the State 

has targeted a fiscal deficit at 3.5% of the GSDP for 2021-22 with an optimistic 50% growth (y-o-y) in total 

revenue receipts. These estimates are made when the second wave hit the economy before it recovered. 

 

 

Impact of Pandemic on 2020-21 Budget Estimates 

Andhra Pradesh is one of those States that were badly ravaged by the Covid-19 

pandemic in the first wave. The number of positive cases in the State rose to 6.8 lakh 

during the July to September 2020 period, making it the State with the second highest 

number of infections in the country, following Maharashtra. However, in the second 

wave, the State has witnessed fewer infections, although it has had to adopt 

containment measures, including the extended curfew till 10 June as it continues to 

report new cases. The number of active cases are as many as 1,23,426 as of 6 June 

2021, and the total confirmed cases number is 17,58,339 so far.  

Like in the rest of the country, in Andhra Pradesh, the Covid-19 pandemic has had a 

severe adverse impact on growth in the GSDP, which is estimated to have contracted 

by 2.58% in constant prices (as per advance estimates). The budget for 2021-22 has 

been formulated on the assumption that the GSDP at current prices will increase by 

5.1% over the previous year.  

Not surprisingly, the pandemic has caused a serious erosion of revenues and 

substantial reallocation of expenditures in 2020-21. The revised estimate of the 

State’s own revenue as a ratio of the GSDP was lower by 1.3%, and transfers from 

the Centre by 2.8% from the budget estimates. The lower-than--budgeted revenues 

resulted in a severe compression in both revenue and capital expenditures, the 

former declining by 2.7% of the GSDP, and the latter by 1.2%. Thus, the revised 

estimate of fiscal deficit in 2020-21 over the budget estimate was 5.4% of the GSDP, 

a slippage by 0.6% points, and the revised estimate of revenue deficit as a ratio of 

the GSDP virtually doubled to 3.46% from the budgeted 1.8%. Thus, not only was 

there a significant slippage in the fiscal deficit, but also the ratio of revenue deficit to 

fiscal deficit deteriorated from 38.2% in the budget estimate to 64.2% in the revised 

estimate. This implies that the compression was done predominantly in capital 

expenditures to contain the fiscal deficit at 5.4% of the GSDP. 
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Andhra Pradesh has been having one of the highest fiscal deficits after bifurcation due to heavy 

expenditure requirements for the new State and a drain in revenues as predominant revenue earning 

areas such as Hyderabad went to the new State of Telengana. The effect of the pandemic was a further 

deterioration in the finances. The revised estimate of fiscal deficit for 2020-21 was 5.4%, and 64% of this 

was claimed by the revenue deficit. However, for 2021-22, the State has targeted the fiscal deficit at 3.5% 

of the GSDP, well within the limit set by the Fifteenth Finance Commission (FFC). The FFC has recommended 

4% of the GSDP as the limit for 2021-22 and an additional 0.50% of the GSDP based on the performance 

criteria in the power sector. Containing the revenue and fiscal deficits at the budgeted level will be a major 

challenge for the State.  

Below is the snapshot of Andhra Pradesh State’s budget details.  

Budget at a Glance (Amount in Rs crore) 

  2019-20 2020-21 BE 2020-21 RE 2021-22 BE 

Revenue Receipts        

State's Own Tax Revenue     57,618         70,679         57,378         85,281  

State's Own Non-tax Revenue       3,315            5,866            3,310            7,050  

Total State's Own Revenue     60,916         76,545         60,688         92,331  

Tax Devolution     28,225         32,238         24,441         26,935  

Grants     21,876         53,175         32,934         57,931  

Central Transfers     50,100         85,413         57,376         84,866  

Total-Revenue Receipts  111,016       161,959       118,063       177,197  

Expenditures         

Revenue Expenditures, of which   137,475       180,393       152,990       182,197  

Interest Payments     17,653         20,383         22,026         22,740  

Capital Expenditures      36,224         44,397         32,478         47,583  

Total Expenditures  173,698       224,789       185,468       229,779  

Revenue Deficit   -26,441        -18,434        -34,927          -5,000  

Fiscal Deficit   -39,684        -48,296        -54,369        -37,029  

Primary Deficit   -22,031        -27,912        -32,343        -14,289  

GSDP at current prices   971,224    1,010,125    1,010,148    1,061,781  

Debt Outstanding  301,802       348,998       355,875       387,125  

Fiscal Position: As % of GSDP 

Revenue Receipts       
State's Own Tax Revenue         5.93              7.00              5.68              8.03  

State's Own Non-Tax Revenue         0.34              0.58              0.33              0.66  

Total State's Own Revenue         6.27              7.58              6.01              8.70  

Tax Devolution         2.91              3.19              2.42              2.54  

Grants         2.25              5.26              3.26              5.46  

Central Transfers         5.16              8.46              5.68              7.99  

Total-Revenue Receipts       11.43            16.03            11.69            16.69  

Expenditures        

Revenue Expenditures, of which        14.15            17.86            15.15            17.16  

Interest Payments         1.82              2.02              2.18              2.14  

Capital Expenditures          3.73              4.40              3.22              4.48  

Total Expenditures       17.88            22.25            18.36            21.64  

Revenue Deficit        -2.72             -1.82             -3.46             -0.47  

Fiscal Deficit        -4.09             -4.78             -5.38             -3.49  

Primary Deficit        -2.27             -2.76             -3.20             -1.35  

BE: Budget Estimates, RE: Revised Estimates 

Source: Andhra Pradesh Budget Documents 2021-22, GSDP data for 2020-21 derived from the 

latest budget estimates, BWR Research 
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The budgeted expenditure on containing the pandemic and on healthcare facilities, among others, has 

increased fiscal stress. The Government has spent Rs 2,246 crore on multiple interventions for the 

prevention, mitigation and management of the Covid-19 pandemic. Even during the first wave of the 

pandemic, the State government had launched a slew of welfare schemes in line with its poll promise on 

Navaratnalu. With continuing focus on welfare, health, agriculture and education, the State has had to 

curtail revenue and capital expenditures. The total debt outstanding, which was at Rs 3,01,802 crore at the 

end of the FY20, reached to Rs 3,55,875 crore at the end of FY21 (RE). The debt to GSDP ratio also stood 

higher at 35.23% in FY21 compared to 31.07% in FY20, while this is estimated to inch up further to 36.46% 

in FY22 as per the latest budget. The FFC has recommended the debt consolidation for the State from 35% 

of the GSDP in 2020-21 to 32.1% in 2025-26, and the prescription for 2021-2 is 34%, and the budgeted 

outstanding liabilities are higher by almost 2.5% of the GSDP.  

 

Loss of revenue due to disrupted economic activities led to higher debt levels and deficits 

Source: Andhra Pradesh Budget Documents 2021-22 and BWR Research 
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Need to bring down deficits and debt levels  

The government has continued to run a higher fiscal deficit and high debt levels and there is a need to 

keep taking steps to generate more revenue from its own sources. For 2021-22, the State is expected to 

collect Rs 85,281 crore through own tax revenue, which is 48.6% higher than that in FY21. Similarly, non-

tax revenue is estimated to be double from that in FY21. On the other hand, the reliance on central 

transfers continued, and is estimated to be 48% higher than that received in 2020-21. The FFC report 

highlighted the need to improve Andhra Pradesh’s Own revenue receipts to total revenue receipts 

(ORR/TRR) ratio and to rationalise its total revenue expenditure in the short term as it is one of the highest 

in the country (at about 82% of the total expenditure in FY21). The State needs to focus on improving 

revenue streams from excise, stamp duty and royalty from minerals.  

 

Reform signposts highlighted in the FFC report  

 

 

Conclusion 

With repeated lockdowns, revenues to the exchequer are likely to reduce from that estimated. Budget 

estimates for 2021-22 are likely to undergo significant changes during the year due to the prevailing 

uncertainty regarding the pandemic waves and challenges of vaccinating the population. The State has set 

ambitious targets for the current fiscal, which looks challenging to achieve if the current pandemic situation 

prolongs. As mentioned earlier, containing revenue and fiscal deficits at the budgeted level will be a major 

challenge, particularly as selective containments in the second wave, which could disrupt economic 

activities and revenue collections from both, own sources and transfers from the Centre.  

 

 

 

  

Post-bifurcation, residual AP is highly agri-dependent (35% share in GSVA)

AP needs to improve its ORR/TRR (55%)

Excise revenue is underperforming (10.72% of OTR compared to 16.45% in Telangana) and needs 
streamlining

State needs to rationalise its TRE in the short term, as it is one of the highest in the country at about 
86% of total expenditure 

State’s revenue expenditure started increasing rapidly at the cost of its capital expenditure

Serious cash flow issues and resorts to frequent ways and means advances with occasional overdraft

The State needs to focus on improving revenue sams from excise, stamp duty, and royalty from minerals
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