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Bihar Budget Analysis
2019-20

The Finance Ministefyr. Sushil Kumar Modipresented the Budgéor Bihar for financial year201920 on
Februaryl2, 2019

Budget Highlights

» TheGross State Domesti®roduct (GSDP)of Bihar for 201920 at current prices is estimated toRe
5,72827 crore whichis 5% higher than the revised estimate 2x1819.

= Total expenditure for 201920is estimated tbe Rs2,00501crore,a5% increase ovethe revised
estimate 0201819. In201819, as per the revised figurghe expenditure isstimated tancreaseby Rs
13,928crore {{.9%) over the budget estimate

= Total receipts (excluding borrowings) for 201920 are estimated to bes1,79849crore,an increaseof
11.9% as compared tthe revised estimataf 201819. In 2018-19, total receiptgexcluding borrowings)
areestimated toemain same akebudgeedestimatgRs1,60735croré for the year

= Revenuesurplus for 201920is targeted at R81,517crore, or3.768% of theGSDPR Fiscal deficitis
targetecat Rs16,101 crore(2.81% of GSDB.

= Sectors such agriculture and allied activities (24), police (16%) andhealth and family welfareléd%) saw

thehighestincrease irallocatiors. Allocation toenergy and education decrediby 23% and 4%, respectively

Policy Highlights

= Education: Rs 35,942 crore has been allocated towards Educalioe amount for providing a cycle to
every studentinder theMukhyamantriBalak-Balika Cycle Yojandas been increased from Rs 2,50&R$0
3,000. The amoumgrovidedfor uniformfor femalestudentsinder theMukhyamantriBalika Poshak
Yojanain class %o 12 has been increased from Rs 1,000 to Rs 1,500.

= Health: Construction of 11 ng medical colleges will be initiated in 20® by the central government
and the state government. Rs 5,540 crore has been approved for increasing the capacity of the Patna
medical college hospital to 5,000 beds, and increasinguberst enrolment capiy to 250.

= Agriculture: Rs 1692crore has been allocated towatks recently announcédukhyamantri Harit
Krishi Sanyantra YojanaRs 1,430 crore has been allocadsagriculturalinput subsidy fofarmers in
droughtprone regionén 24 dstricts of the state. Further, tKeishi Input Agrimgranthas been increased
from Rs 6,000 to Rs 8,000 to promote organic farming in the state.
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Budget Estimates for201920

*= The total expenditure iR01920is targeted aRs2,00501 crore. This is5% higher than the revised
estimateof 201819. This expenditurés proposedo be met through receipts (other than borrowingfof
1,79,849%croreand borrowings of R&1,736crore Receiptqother than borrowings} expectedo be

11.9% higherin 201920than the revisedstimateof 2018 19.

= In 201819, as per the revised figuresxpenditure of the state éstimated tancreaseby Rs13,928crore
(7.9%) over the budgeted estimat®eceipts (excluding boowings)are estimated teemain same abhe

budgeted estimai@&s 1,60,735 crojanade for 2018L9.
Table 1: Budget 201920: Key figures (inRscrore)

0, 0,
tems 21716 20819 20819 oo 20090 Reabigio
RE201819 BE201920

Total Expenditure 1,36,427 1,76,990 1,90,919 7.9% 2,00,501 5.0%
A Receipts (except borrowin  1,18,867 1,60,735 1,60,735 0.0% 1,79,849 11.9%
B.Borrowings (gross) 11,771 20,520 20,520 0.0% 21,736 5.9%
Total Receipts (A+B) 1,30,638 1,81,255 1,81,255 0.0% 2,01,585 11.2%
Rewenue Surplus 14,823 21,312 9,355 -56.1% 21,517 130.0%
As % of GSDP 3.04% 4.13% 1.72% 3.76%
FiscalDeficit 14,305 11,204 25,132 124.3% 16,101 -35.9%
As % of GSDP 2.93% 2.17% 4.62% 2.81%
Primary Deficit 5,251 440 14,368 3161.9% 5,378 -62.6%
As % of GSDP 1.08% 0.09% 2.64% 0.94%

Note: BE indicates Budget Estimate, RE indicates Revised Estimate.

Sources Bihar Annual Financial Stateme01920; Bihar MediumTerm Fiscal Policy Statement 2029; PRS.

Expenditure in 201920

= Capital expenditure for 201920 is proposed to bRs45,270crore which is a increaseof 7.2% over the
revised estimatef 201819. Capital expendituriacludes expenditure affectinbe assetsral liabilities of
the statesuch as(i) capital outlay, i.eexpenditure which leads to creation of assets (subhidges and
hospitals), andii) repayment and grant of loans by the state government.

= |n 201920, capital outlay is estimated to be R&6,593crore,
which isan increase 08% over the revised estimate of 2018
19. Therevised figurefor 201819 is estimated to be 26
higherthan the budgeted estimatede for the year

= Revenue expenditurefor 201920 is proposed to be Rs
1,55,231crore, which ig4.4% higher thantherevised estimate
of 201819. This expenditure includes payment of salaries,
pensions, and interests, among others. Revenue expenditur
forms77% of the total expenditure proposed in 2@

Table 2: Expenditure budget 2019-20 (in Rs crore)

Capitabutlayto various sectors

Of the total capitaltlayof Rs 36,593 crane
201920 Rs 1@76 crore (30.2%) has beel
allocated towandsal dvelopmenRs 5687
crore 16.4%has been allocated towards
transport and R447 cror€l2.9%Mhas been
allocated towarelsergy.Rs 3,887 crore
(11.2%has been allocated towards watel
supply, sanitation, housing and urban
development.

ltem 201718 201819 2018_~19 % change from BE 201920 % change from RE

Actuals Budgeted Revised 201819to RE20181S Budgeted i201819to BE201920

A. CapitaExpenditure 33,80 40,25 42,22 4.99 45,27 7.2%
of which Capit@utlay 28,90 32,41 33,89 4.69 36,59 8.0%
B. Revenue Expenditur 1,02,62 1,36,74 1,48,69 8.79 1,55,23 4.4%
Total Expenditure (A+B 1,36,42 1,76,99 1,90,91 7.99 2,00,50 5.0%
C. Debt Repayment 4,65¢ 7,32¢ 7,32t 0.09 7,23 -1.2%
D. Interest Payments 9,05« 10,76 10,76 0.09 10,72 -0.4%
Debt Servicing (CyD 13,70 18,09 18,09 0.09 17,95 0.7%

Note: Capital outlay denotes expenditurlich leads to creation afssets
Saurces: Bihar Annual Financial Stateme01920; PRS.

June 26, 2019



Bihar Budget Analysis 2019-20

PRS Legislative Research

Sectorwiseexpenditure in 201920

The sectoréisted belowaccountfor 69% of the total budgetedxpenditure oBiharin 2019-20. A comparison
of expenditure on key sectors with that by other states can be found in the Annexure.

Table 3: Sectorwise expenditurefor Bihar Budget2019-20 (Rs crore)

201718 201819 20B19 201920 | % change from
Sector ) RE201819to Budget provisions for 2029
Actuals | Budgeted: Revised Budgeted BE201920
. = Rs 14,353 crore has been allocated towe
0 ,
Bducation 5,633 33411 37385 35,942 4% theSarvashiksha Abhiyan.
= Rs 5,900 crore and Rs 4,950 crore have
Rural 11% allocated towards Pradhan Mantri Awas
Development 17,600 24,075 24,471 27,095 0 (Rural) and Swachh Bharat Mission (Rur.
respectively.
Water Supply,

Sanitation, = Rs 620 crore and Rs 390 crore have bee
Housingnd 5% allocated for Smart Cities Mission and Sy
Urban 7,609 18,763 19,848 20,744 Bharat Mission (Urban), respectively.

Development
Social Welfare 2% " Rs 3,153 has been allocated to the Integ
and Nutrition 9,897 8,326 12,138 12,586 Child Development Scheme.
= Rs 32.2 crore has been allotted towards
Police 16%  Crime and Criminal Tracking Network & !
6,006 7,548 7,984 9,286 (CCTNS) for effective policing.
= Rs 1,905 crore has bakwocatedtvards
Health and 14% National Health MissionRs835 crore has
Family Welfare 6,182 7,564 8,025 9,157 been allocated towards Ayushman Bhare
Scheme.
Ener 2306 " Rs 5,106 crore has been allocated towar
oy 11,236 9,864 11,486 8,795 °  power companies.
Transport 2% " Rs 5,536 crore of capital outlay has beer
P 6,804 7,856 8,055 8,360 0 allocated towards road trooSon
Agriculture anc 2a% " Rs 25%rore has been allocated towards 1
allied activities 3,824 5,176 5,254 6,537 0 Rashtriya Krishi Vikas Yojana
0,
% of 1otal 69% 69%  71% 69%
expenditure

Source:. BiharBudget SpeectAnnual Financial Statement af@kmand for Grants 201920; PRS.

Committed liabilities: Committed liabilities of a state typically includes expenditure on payment of salaries,
pensions, and interest. A larger proportion of budget allocated for expenditure on committed liabilities limits
de on other expenditure priorities such as capital investments.

In 201920, Biharis estimated to spend B2,539 crore 6% of its expenditure) on committed liabilities, i.e.
payment of salaries, psgions, and interest. This is%zhigher than the wsed estimate of 20189 (Rs 46933
crore, which is 8% of the revised expenditurejalaries form the highest componet%) of these committed
liabilities. Expenditue on salariess estimated to increase by%5n 201920 over the revised estimaté
201819. Pensions and interest payments form 35% and 21% of these committed liabilities, respectively.

Table 4. Expenditure on committed liabilities for the state in 201920 (in Rs crore)

ltem 201718 201819 201819 % change from BE 201920 % change from RE
Actuals Budgeted Revised 201819 to RE 2018 Budgeted :201819to BE201920
Salaries 16,94 20,23 20,33 0.59 23,35 14.89
Pensions 14,29 15,82 15,82 0.09 18,45 16.69
Interest Payments 9,05 10,76: 10,76 0.09 10,72 0.4y
Committed Liabilitie 40,28 46,82! 46,93 0.29 52,53 11.99
Sources:BiharBudget Summar201920; PRS.
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Receipts in201920

= Thetotal revenue receiptsfor 201920 areestimaded to be R4,76748crore, an increase 0i1.8% over
the revised estimataf 201819. Of this,Rs38,606crore(21.8% of the revenue receiptgjll be raised by
the state through itswn resources Rs1,38141crore (/8.26 of the revenue receipts) will lskevolved
from the centre centraltaxes. In 201920, own revenue and
central transferare expected tbe 9% and13% higher than the revised estimates of 201% respectively

» Central transfers: In 2019 is estimated to increasy
17% over the revisedstimate of 201:89. Revenue in the form afrantsin-aid is estimated to increase by
5.6% (Rs2,588crore)in 201920 over therevised estimatef 201819. 28% of the revenue receipts of the
state in 20120 is estimated to cone the form of grantén-aid from the centre.

= Non-tax revenue: Bihar has atimated to generate Rs806 crore (2.7% of the revenue receiptgjrough
nontax sources in 20220. Non-tax sources include intest receipts, dividendand royalties, among
others. This is a increase 08.1% (Rs 361 crorepvertherevised estimatef 201819.

Table 5: Break up of state government receiptsn 201920 (in Rs crore)

% change fror % change fror
s powe 2aele ennimon 2010, Rekoidion
9 RE201819 9 BE201920
State's Own Tax 23,13 31,00 31,00 0.09 33,80 9.0%
State's Own Ndax 3,50 4,444 4,44¢ 0.09 4,80 8.1%
State's share in Cerilates 65,08 76,17 76,17, 0.09 89,12 17.09
Grantsn-aid from Centre 25,72 46,43 46,43 0.09 49,01 5.6%
Total Revenue Receipts 1,17,44 1,58,05 1,58,05 0.09 1,76,74 11.89
Borrowings 11,77 20,52 20,52 0.09 21,73 5.9%
Other receipts 1,42: 2,68: 2,68: 0.09 3,10 15.69
Total Capital Receipts 13,19 23,20 23,20 0.09 24,83 7.0%
TotalReceipts 1,30,63 1,81,25 1,81,25 0.09 2,01,58 11.29
Sources:Bihar Annual Financial Statement 2029; Bihar Detailed Revenuand Capital Receip201920; PRS.
= Taxrevenue: wn tax revenuds estimated to be
Rs33,800crore in 20D-20 (19% of therevenue receipts) GST Revenue
Thisis %% higherthan the revised estimate 291819. In Bi haros total GST r
201819, owntax revenues estimated to be equal to the transfers) is estimatebedrs 5273crore in
budgetedestimate (R81,002 crore) 201920 (29.6% of the revenue rereifiss
L . includes R3500crore (2% of the revenue
* Theowntax to GSDP ratio is targeted5.9%in 201920, receipts) which the state has estimated as

which ishigherthan the revised estimabdé5.7% in 201819. compensation grants for loss of revenue dt
This implies thabwn tax collection growth is estimated to b¢ implementation of GST.
higherthan thegrowth ofthe economy.

Figue22Composi ti on ofevehue® s . gate GSTSGST) s the largest componel
201920 (budgeted estimatds Cltis
Other2% expected to generaRs17,812crore in
201920, aincreaseof 18.7@% overthe
revised estimatef 201819.

Land Reven®8 —

Vehicle Tag%
= In 201920, the statés expected to generat
Stamp Dly Rs7,150crorethroughsalestax and VAT,
and

el St%t;yes_ which is a decrease of 9.4% over the
egistration e 0 . .
Foesl 4% revised estimate of 20189.
= The state is expected to generdtt, 700
Sales Tax and~ crore thraigh stamp duty and registration
VAT21% feesand Rs 2,500 crore through taxes on

vehicles in 20120.
Sources Bihar Detailed Revenuand Capital Receip01920; PRS.
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Deficits, Debts and FRBM Targets for 2A9-20

The Bihar FiscalResponsibiliy and Budget ManagemeAtt, 2006 providesannual targets tprogressively reduce
the outstandingjabilities, revenue deficjtand fiscal deficit of the state government

Revenue deficit It is the excess of revenue expenditure over
revenue receiptsA revenue deficit implies that tlgpvernment
needs to borrow in order fmance its expenses which do not crea As per the revised estimates forl201fi8cal

Increase inigcaldeficitin 201819

capital assets deficit is estimated to incre@s#icary to
) 4.6% of GSDHRncompasonto thebudgeted
The bulget estimates a revenue surpfis21,517crore (or estimate€21 ®6of GSDP This was due to

3.76% of GSDP in 2019-20. This implies that revenue receipts ar higher expenditureitucationnergy and
expected to be higher than the revenue expenditure, resulting in social eifare andutrition compared to the
surplus. Further, he state has estimatadevenue surplus for the ~ amount allocated in 22089 budget.
period201819 to 202122.

Fiscal deficit It isthe excess of totaéxpenditure over total receipts. This gap is fillecdbbyrowings by thestate
governmentand leads to an increase iretdtabilities. In 201920, fiscal deficit isestimatedo be Rs16,101crore,
whichis 2.81% of the GSDP. The estimatés underthe 3% limit prescribedy the 14" Finance Commission.
Fiscal deficit in 208-19 at 462% of GSDP was higher than tt8%6 limit.

Outstanding liabilities: It is the accumulation of borrowingmdertakerby the state governmeaver the
years. 1i201920, the outstandingabilities of Bihar areexpectedo beat 25.7%6 ofthe GSDP. This is
above the 20% limit suggested by #lRBM Review Comitteein 2017for the aimulative debt of states
The outstanding liabilities declined frof0.9% in 200506 to 20.27% in 201:34. Howeverthey have
beenrising again and have increased to 24%, as per the revised estimates-29201&y are further
estimated to rise to 26.8% by 2022.

Table 6: Budgeted targets for deficits for Bihar in 201920 (as% of GSDP)

Year . .Revenue o Fiscal Outstanding Liabilities
Deficit(-)/Surplus(+) Deficit(-)/Surplus(+)

201718 3.0% -2.9% 23.5%

201819 (RE) 1.7% -4.6% 24.0%

201920 (BE) 3.8% -2.8% 25.7%

202621 3.4% -3.0% 26.3%

202122 3.1% -3.0% 26.8%

Sources:Bihar MediumTerm Fiscal Policy Statement 2029; Bihar Annual Financial Statement 2029; PRS.
Figures 3 and 4 show the trend in deficits and outstanding liabthtigetsfrom 2017-18to 2021-22.

Figure 3: Revenue and Fiscal Deficit (as % of Figure 4:0Outstanding liabilities targets (as %
GSDP) of GSDP)
04 - -
6% 2.8% 30% 5.7 26.3% 26.8%
4%4{ 3.0% 235% 24.0%
1.7%
2% 1 20%-
0% T T r
-2% i I
10%
-4% -2.9% -2.8%
-6% - -4.6%
2017-18 2018-19 (RE) 2019-20 (BE) 0% T T T T ]
. . 2017-182018-192019-202020-212021-22
Revenue Surplus Fiscal Deficit (RE)  (BE)
SourcesBihar Medium Term Fiscal Policy Statement 262@; SourcesBihar Medium Term Fiscal Policy Statement 201¢
Bihar Annual Financial Statement 20P®; PRS. 20; PRS.

DISCLAIMER: This document is being furnished to you for your information. You may choose to reproduce or redistribeperthfierr
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Annexure

Thegraphs beloveompareBihar expenditure osomekey sectorsasa proportion of itstotal expenditure,
with the averagexpenditure by26 other states. For this comparisortptal expenditure includes revenue
expenditure and capital outlay.

= Education: Biharhasallocated ¥.9% of its expenditur¢o edwcation in 201920. This is higkr than the
average expenditure allocated to educatidn®%b) by other statein 201819.

= Health: Biharhas allocated.6% of itsexpenditurdowardshealthin 201320, which islower than the
average allocatiorb(2%) by other stategn 201819.

= Agriculture and allied activities: Biharhas alloated 33% of its expendituréowardsagriculture and
allied activitiesin 201920. This issignificantly lowerthan theaverageallocationmadeby other states
(6.4%) in 2018109.

= Rural development Biharhas allocated 3.3% of its expendituréo rural developmerin 201920. This
is significantly higherthan the averagé&.(1%) forother stategn 201819

= Energy: The statéhas allocated.4% of its expenditue towardgheenergysectorin 201920. This is
lower than theaveragellocation by other state5.@%) in 201819

= Police In 201920, Biharhas allocated.8% of itsexpenditurgo police This ishigher than theaverage
allocation by other states (34) in 201819.

Spending on education as a % of Spending on health as a % of Spending on agriculture as a % of
total expenditure total expenditure total expenditure
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SourcesBihar Annual Financial Statement 2029; Annual Financial Statement 2018 of respective states; PRS.

" The 26 other states include all states except Arunachal Pradesh, Manipur, and Meghalagancludes the Union Territory of Delhi.
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