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Not all states are in the same boat

¢ |ndia has entered the fourth phase of lockdown necessitated by the Covid-19 pandemic

e |ockdown 1.0 (March 25-April 14) and Lockdown 2.0 (April 15-May 3) were most stringent as ‘non-essential’ activities throughout the
country came to a standstill. Lockdown 3.0 (May 4-May 17) allowed some easing with zones classified into red, orange and green as

per the virus’ spread. With lockdown 4.0 (from May 18-May 31), India is slated to go through 68 days of lockdown

e At the all-India level, the virus spread and lockdowns, and restrictions have pummelled economic activity. While all states were near-

uniformly hit during the first and second lockdown phases, the third and fourth would impact them differently
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e There were — as per Lockdown 3.0 — eight states in which the share of districts classified under the red zone is higher than the

national average*. These states account for ~60% of India’s GDP and ~58% of workforce. Of these,

o Maharashtra, Tamil Nadu and Gujarat, being most dependent on output from industry and services, are more vulnerable to

output losses as they face restrictions

o Andhra Pradesh, Rajasthan and Uttar Pradesh are fiscally more vulnerable due to relatively higher debt ratios. These states

also have high dependence on revenue sources from petroleum, liquor and stamp duty

o Andhra Pradesh, West Bengal and Tamil Nadu have higher share of informal workforce, which is vulnerable to job losses

Note: *Classification as per notification by Ministry of Health and Family Welfare dated 30 April 2020. National average is 17.7% C R I SI L
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What does one more lockdown mean for the economies of states?

With states continuing to see a rise in cases, the restrictions have been extended. This is bound to slam the overall economy harder

Lockdown 3.0: Top eight pandemic-hit* states contributed to

Output

65 . 5% of manufacturing output
60% 60% of construction output
53% of services

Workforce 24% of these states’ workforce is regular salaried

Of which, ~43% are without a valid job contract- higher than

58 4% national average of 38%
26% of these states’ workforce is employed as casual labour

50% Is classified as self-employed

Note: *states having red zone classified districts higher than national average
Source: Ministry of Statistics and Programme Implementation (MoSPI), CEIC, CRISIL

| These sections of the workforce are

\Y

as hit to economic activity continues

ulnerable to job losses and/or loss in incomes
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Vulnerability matrices: a bird’s-eye view of state-level risk

Output, fiscal and workforce vulnerability indices are calculated to understand states’ vulnerability to the pandemic shock and ensuing
lockdowns on economic activity. Higher index value implies increased vulnerability
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Covid-19 vulnerability index Covid-19 vulnerability index Covid-19 vulnerability index
Red dots are the more vulnerable states as per the respective matrix  ----- All-India average line
o Output vulnerability is defined basis share of affected sectors viz. industry and services in output. MH, TN, GJ and TL - relatively more
industrialised and service dependent - may face output shocks with extended restrictions on economic activity
o RJand AP have high dependency on revenue sources hit by lockdown. Further, their fiscal capacity to push growth is limited due to higher
outstanding debt.
o Higher proportion of informal workforce in AP, WB, TN, RJ - make them susceptible to job losses
Note: Key to state abbreviations is given on slide 8 C R I SI L

Source: Ministry of Statistics and Programme Implementation (MoSPI), CEIC, CRISIL
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Which states have seen more restrictions on activity?
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* OQutput could be more affected more in the eight most pandemic-hit* states as they face restrictions. Overall, the share of gross state value added
(GSVA) from these states is ~64% in agriculture, ~63% in industry and ~53% in services in India. Those with higher dependence on agriculture — AP,

RJ, UP and WB - could fare better as a normal monsoon is expected to support it.

* Among the relatively less-hit states, restrictions on economic activity could hurt KA and KR — where share of industry and services is higher, while in

others like MP, PB and BH, a higher share of agriculture could cushion the economy this year

Note: *states having red zone classified districts higher than national average C R I SI L
Source: Ministry of Health and Family Welfare (MoHFW), CEIC, CRISIL
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States most dependent on fuel and liguor taxes, and realty duty at peril

UP, TL most dependent on excise from liquor % share in own tax revenue PB, KA, CG most dependent on excise from liquor
MH, UP most dependent on stamp duty , BH, HR most dependent on stamp duty
50
|
40 :
:
1
30 :
| =
20 : I 7
: £
10 : =
I .
: .
0 : @
1 @
WB MH AP TN GJ UP RJ TL MP KR PB BH KR oD HR JA CH AS ©
| N
5 o

Most pandemic-hit* states !

Sales tax/VAT on petroleum products m Excise on liquor m Stamp and registration fees
* States are heavily dependent on petroleum, liquor and stamp duty for their own tax revenue. With the lockdown, revenues from these sources have
dried up
* Taxes on petroleum, stamp duties and registration are dependent on economic activity and usually tend to dip during slowdowns
* But the fall in excise from liquor - a relative inelastic source of revenue accounting for 10% of the own tax revenue of states - will diminish states’
coffers. This could otherwise have helped during a downturn
Note: Data is for FY19. In the absence of detailed data on sales tax collection from liquor, which accounts for large proportion of states’ own tax revenue, only excise from liquor is considered. C R I SI L

Source: Reserve Bank of India (RBI), Petroleum Planning & Analysis Cell, states’ finance accounts, CRISIL
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Higher the share of informal workforce, bigger the job-loss risk
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Most pandemic-hit* states !

Most pandemic-hit* states

Among the most pandemic-hit states* - WB, AP, TN have higher proportion of casual labour workforce. Among the ones facing the brunt of

restrictions (but with low Covid-19 cases), BH, KR, KA and OD need to worry the most

AP, RJ and GJ have higher proportion of regular salaried workforce which do not have a valid job contract. Among the less Covid-19 hit

states, PB, CG, JH, HR and OD face the risk of large job losses

Note: *states having red zone classified districts higher than national average, “Includes proportion of regular salaried not eligible for paid leave, with no written job contract, without social security
benefits

Source: Periodic Labour Force Survey, 2017-18, MOSPI, CRISIL C R I SI L
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Annexure

State acronyms

AP- Andhra Pradesh CG- Chhattisgarh JH- Jharkhand MP- Madhya Pradesh PB- Punjab TL- Telangana
AS- Assam GJ- Gujarat KA- Karnataka MH- Maharashtra RJ- Rajasthan UP- Uttar Pradesh
BH- Bihar HR-Haryana KR- Kerala OD- Odisha TN- Tamil Nadu WB- West Bengal

Construction of the vulnerability index

For each dimension, the constituent indicators are normalised. Normalisation rescales the indicators in the range [0, 1]. Score on a particular dimension
Is computed by taking the average of the normalised scores of its constituent indicators.

Vulnerability index Constituent indicators

Output .

Share of industry,
Share of services
In gross state value added (GSVA)

Workforce .

Share of casual labour,
Share of regular salaried workforce with no written job contract, ineligible for paid leave and no social security benefits
in total workforce

Fiscal .

Ratio of outstanding liabilities to gross state domestic product (GSDP)
Ratio of fiscal deficit to GSDP (3-year average)
Share of petroleum, liquor taxes and stamp duty in own tax revenue

Covid-19 .

Share of red zones in total number of districts in the state. Classification as per notification by Ministry of Health and Family Welfare
dated April 30, 2020
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Disclaimer:
CRISIL Research, a division of CRISIL Limited (“CRISIL”), has taken reasonable care and caution in preparing this report (“Report”) based on the information obtained by CRISIL from sources which it considers reliable (“Data”). However,

CRISIL does not guarantee the accuracy, adequacy or completeness of the Data or Report and is not responsible for any errors or omissions or for the results obtained from the use of Data or Report. The Report is not a recommendation or
advice to invest or disinvest in any company or buy, sell or hold any instruments or securities issued by any entity whether covered or not in the Report and no part of the Report should be construed as an as an expert advice, investment
advice or any form of investment banking. CRISIL especially states that it has no liability whatsoever, financial or otherwise, to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates independently of, and
does not have access to information obtained by CRISIL’s Ratings Division or CRISIL Risk and Infrastructure Solutions Limited (“CRIS”), which may, in their regular operations, obtain information of a confidential nature. The views
expressed in the Report are that of CRISIL Research and not of CRISIL’'s Ratings Division / CRIS. The Report is confidential to the client. No part of this Report may be distributed, copied, reproduced or published (together, “Redistribute”)
without CRISIL’s prior written consent, other than as permitted under a formal Agreement (if any) in place between the client and CRISIL. Where CRISIL gives such consent, the Client shall ensure that the recipient so permitted is
responsible to ensure compliance with all applicable laws and regulations with respect to any such Redistribution. Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to
provide any services in jurisdictions where CRISIL does not have the necessary permission and/or registration to carry out its business activities in this regard. The Client will be responsible for ensuring compliances and any consequences
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of non-compliances for use and access of the Report or part thereof outside India.

The purpose and use of the Report must only be as per the proposal shared by CRISIL, or letter of engagement or formal agreement in place between the client and CRISIL,
as applicable. CRISIL, its affiliates or their personnel may also have other commercial transactions with the Company.
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