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Kerala Budget Analysis 2026-27

The Finance Minister of Kerala, Mr. K. N. Balagopal
presented the Budget for the state for the financial year
2026-27 on January 29, 2026.

Kerala’s Gross State Domestic Product (GSDP)

for 2026–27, at current prices, is projected at

₹16,29,072.51 crore, reflecting a growth of 14%

over the revised estimates for 2025–26. The

state’s expenditure, excluding debt repayment,

is estimated at ₹2,39,907.13 crore in 2026–27,

marking a 25% increase compared to the

revised estimates of the previous year.

Additionally, the state plans to repay debt

amounting to ₹1,39,964 crore. Receipts

excluding borrowings are estimated at

₹1,84,488 crore, representing a 33% increase

from the revised estimates of 2025–26. The

revenue deficit for 2026–27 is projected at

2.12% of GSDP (₹34,586.66 crore), showing an

improvement from the revised estimate of

2.58% of GSDP (₹36,889.19 crore) in 2025–26.

The fiscal deficit for 2026–27 is targeted at

3.40% of GSDP (₹55,419.5 crore), while the

revised estimates for 2025–26 place the fiscal

deficit at 3.78% of GSDP, slightly higher than

the budgeted 3.16%.

The budget also outlines several key policy

priorities. In the area of women’s safety and

welfare, ₹3,720 crore has been allocated for

the Chief Minister’s Women’s Safety Scheme.

To promote employment and livelihood

generation, ₹400 crore has been earmarked

for the Chief Minister’s Connect to Work

Scholarship Scheme, along with ₹20 crore for

establishing a modern Gig Hub to support gig

workers. In technology and innovation

infrastructure, ₹30 crore has been allocated

under a Public-Private Partnership (PPP)

model to develop a Cyber Valley at Kochi

Infopark, focusing on artificial intelligence and

advanced technologies. The budget also

emphasises education and human capital

development by extending free education

beyond Class 12, making degree courses in

Science and Arts free in government and aided

institutions.
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In 2024-25, Kerala’s GSDP (at constant prices) is estimated to grow by 6.19% over
the previous year. In comparison, India’s GDP is estimated to grow by 6.5% in
2024-25.

In 2024-25, Kerala’s per capita GSDP (at current prices) is estimated to be Rs 346437,
an increase of 9.42% over 2023-24. In 2024-25, India’s per capita GDP is estimated
to increase by 8.8% over 2023-24 to Rs 2,34,859.

In 2024-25, agriculture, manufacturing, and services sectors are estimated to
contribute 9.1%, %, 23.7% and 67.3% of Kerala’s economy, respectively (at current
prices).

GSDP

PER CAPITA GSDP

SECTORS

Kerala’s Economy
Kerala’s economic landscape reflects moderate growth, with a dominant
services sector and improving income levels.

Figure 1: Growth in Kerala’s GSDP at constant prices (2011-12)

Note: These numbers are as per constant prices (2011-12) which implies that the growth rate is adjusted for inflation.
Sources: Handbook of statistics on Indian States, RBI; MoSPI
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Total expenditure (excluding debt repayment) in 2026-27 is targeted at Rs
239907.13 crore. This is an increase of 24.66% from the revised estimate of
2025-26. This expenditure is proposed to be met through receipts (excluding
borrowing) of Rs 184487.63 crore and net borrowings of Rs. 51378 crore. Total
receipts for 2026-27 (other than borrowings) are expected to register an
increase of 15% over the revised estimate of 2025-26.
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Budget Estimates for 2026-27

Note: BE is Budget Estimates; RE is Revised Estimates. Sources: Annual Financial Statement, Kerala Budget Documents 2026-27.

Note: BE is Budget Estimates; RE is Revised Estimates. Sources: Annual Financial Statement, Kerala Budget
Documents 2026-27.

Table 1: Budget 2025-26 - Key findings (Rs in crore)

Figure 2: State Budgetary Outlook: GSDP and Deficit Profiles



Fiscal deficit for 2026-27 is targeted at 3.40% of GSDP (Rs 55419.5 crore), lower
than the revised estimates for 2025-26 (3.78% of GSDP). In absolute terms, the
fiscal deficit is estimated to increase in 2026-27 (Rs 55419.5 crore) over the
revised estimate for 2025-26 (Rs 53949.51 crore). Due to the 14% growth
estimated in GSDP, the fiscal deficit for 2026-27 as a percentage of GSDP is
estimated to be less than the revised estimate for 2025-26.

The state estimates a revenue deficit of 2.12% of GSDP (Rs 34586.66 crore) in
2026-27, as compared to a revenue deficit of 2.58% of GSDP as per revised
estimates for 2025-26. 

Expenditure in 2026-27
For 2026–27, revenue expenditure is estimated at Rs 2,17,558.76 crore, reflecting a
25.05% increase over the revised estimate of 2025–26. This expenditure primarily
covers recurring obligations such as salaries, pensions, interest payments, grants,
and subsidies. The capital outlay for 2026–27 is proposed at Rs 19,451.16 crore,
marking a 24.13% rise compared to the revised estimate of the previous year, and
represents investments directed towards asset creation and infrastructure
development. Additionally, loans and advances by the state are projected to
reach Rs 2,897.22 crore in 2026–27, registering a modest increase of 2.97% over the
revised estimate of 2025–26.

Table 2: Expenditure budget 2026-27 (in Rs crore)

Sources: Annual Financial Statement, Kerala Budget Documents 2026-27.
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It typically includes spending on salaries, pensions, and interest payments. A
larger share of the state budget allocated towards such committed expenditure
reduces the government’s flexibility in prioritising other developmental spending,
particularly capital outlay. In 2026–27, Kerala is estimated to spend Rs 1,30,603
crore on committed expenditure, accounting for 71% of its projected revenue
receipts. This includes expenditure on salaries (32% of revenue receipts), interest
payments (19%), and pensions (21%). In comparison, actual figures for 2024–25
indicate that 78% of the state’s revenue receipts were utilised towards meeting
committed expenditure obligations. 

Committed Expenditure 

Table 3: Committed Expenditure in 2026-27 (in Rs crore)

Sources: Annual Financial Statement, Kerala Budget Documents 2026-27.
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Sector-wise expenditure: The sectors listed below account for 44% of the total
expenditure on various sectors by the state in 2026-27. 
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Table 4: Sector-wise expenditure under Kerala Budget 2026-27 (in Rs crore)

Sources: Annual Financial Statement, Kerala Budget Documents 2026-27



Receipts in 2026-27

Total revenue receipts for 2026–27 are estimated at Rs 1,82,972.1 crore, marking a
33% increase over the revised estimates for 2025–26. Of this, Rs 1,14,358 crore
(63%) will be mobilised through the state’s own resources, while Rs 68,614 crore
(37%) will be sourced from the Centre. Central transfers include the state’s share
in central taxes, accounting for 23% of revenue receipts, and grants, constituting
14%. The state’s share in central taxes is projected at Rs 42,114 crore in 2026–27,
reflecting a 54% increase over the revised estimates of 2025–26. Grants from the
Centre are estimated at Rs 26,500 crore, registering a 268% increase over the
revised estimates of 2025–26. Notably, in 2025–26, the state is expected to receive
Rs 7,209 crore as grants, which is 45% lower than the budget estimate of Rs 13,075
crore.

Kerala’s own tax revenue is estimated at Rs 94,002.47 crore in 2026–27, indicating a
12% increase over the revised estimates for 2025–26. Own tax revenue as a share
of GSDP is projected to remain stable at 5.7% in 2026–27, the same as the revised
estimates for 2025–26. However, this represents a slight decline compared to the
actual figure of 6.1% recorded in 2024–25, suggesting modest moderation in the
tax-to-GSDP ratio over the period.
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Note: BE is Budget Estimates; RE is Revised Estimates. Sources: Annual Financial Statement, Kerala Budget Documents 2026-27

Table 5: Break-up of the state government’s receipts (in Rs crore)
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Composition of State Tax Revenue

In 2026–27, State GST is projected to remain the largest contributor to own tax
revenue, accounting for a 40% share, and is estimated to grow by 11% compared
to the revised estimates of 2025–26.

Revenue from Sales tax/VAT in 2026–27 is expected to register an 11% increase
over the revised estimates for 2025–26, while revenue from state excise is
projected to rise by 10% during the same period.

Revenue from electricity duty is estimated at Rs 1,475 crore in 2026–27. In
comparison, the revised estimates for 2025–26 place electricity duty collections
at Rs 100 crore, significantly lower than the budget estimate of Rs 1,100 crore for
that year.

Sources: Annual Financial Statement, Kerala Budget Documents 2026-27.

KERALA BUDGET ANALYSIS  /  PAGE 8

Table 6: Major Sources of State's own tax revenue (in Rs crore)

KERALA BUDGET ANALYSIS  /  PAGE 8



Deficits, Debt, and FRBM Targets for 2026-27

The Kerala Fiscal Responsibility Act, 2003 provides annual targets to
progressively reduce the outstanding debt, revenue deficit and fiscal deficit of
the state government.

Revenue deficit: It is the difference
between revenue expenditure and
revenue receipts. A revenue deficit
implies that the government needs to
borrow to finance those expenses
which does not increase its assets or
reduces its liabilities. The budget
estimates a revenue deficit of Rs
34,587 crore (or 2.1 % of the GSDP) in
2026-27.

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 2026-27, the fiscal
deficit is estimated to be 3.4% of GSDP.
For 2026-27, the central government
has permitted a fiscal deficit of up to
3% of GSDP to states.

As per the revised estimates, in 2025-26, the fiscal deficit of the state is expected
to be 3.7% of GSDP. This is marginally higher than the budget estimate of 3.1% of
GSDP (for 2025-26).

Outstanding debt: Outstanding debt is the accumulation of total borrowings at
the end of a financial year. At the end of 2026-27, the outstanding debt is
estimated to be 33.4% of GSDP, marginally lower than the revised estimate for
2025-26 (34.2% of GSDP).

Figure 3: Revenue and Fiscal Deficit (% of GSDP) Figure 4: Outstanding Debt (as % of GSDP)

Note: *Figures from 2027-28 onwards are projections. RE is
Revised Estimates; BE is budget estimates.
Sources: Medium Term Fiscal Policy and Strategy
Statement, Kerala Budget Documents 2026-27

Note: *Figures for 2027-28 onwards are projections. BE is
budget estimates.
Sources: Medium Term Fiscal Policy and Strategy Statement,
Kerala Budget Documents 2026-27
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Table 7: Overview of Receipts and Expenditure (in Rs crore)

Annexure 1: Comparison of 2024-25 Budget Estimates and Actuals

The following tables compare the actuals of 2024-25 with budget estimates for
that year.

Sources: Kerala Budget document of various years

Table 8: Key Components of State's Own Tax Revenue

Sources: Kerala Budget document of various years
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