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One of the most contentious 
issues in the formation of 
Telangana has been the question 
of Hyderabad’s revenues and how 
much of Andhra Pradesh’s total 
they represent. Some reports 
claim that Hyderabad contributes 
a mind-boggling 74% of the 
state’s total revenues. This has 
been central to the demand for a 
special status to Hyderabad and 
allowing a share of its revenues to 
the residual state. This article sets 
the record straight and identifi es 
the source of the confusion. 

The Telangana issue, ever since 
1956, has been one revolving 
around statistics of revenues, in-

vestments, water, power, employment, 
etc, diverted from the region. It fi nally 
became an emotional issue, which no 
statistics can either describe, confi rm or 
refute. This lead to opinion polls – paid 
or unpaid, dishonest or balanced – 
attemp ting to prove that the emotions 
were really imaginary.

The most recent manifestation of delib-
erate confusion being created was over 
fi gures relating to Hyderabad city reve-
nues. First, this was a collateral  issue aris-
ing from the attempt of the Seem andhra 
leaders to decapitate Telangana by mak-
ing Hyderabad a union territory (UT) or 
a permanent joint capital for the successor 
states. This idea of Hyderabad as UT was 
unacceptable to the Telangana support-
ers. Once the UT idea was discarded, the 
principle of territoriality maintained 
that Hyderabad was Telangana’s natural 
and historical capital, located in the 
heart of the region and could not be 
shared with Seemandhra, whose terri tory 
would be a few hundred kilometres away. 

Finally, the resolutions of the Con-
gress Working Committee (CWC) and the 
United Progressive Alliance (UPA) gov-
ernment at the centre recommended the 
creation of Telangana with Hyderabad 
as its capital. The Seemandhra govern-
ment was to be allowed to use Hyder-
abad as its capital for 10 years till it built 
its capital in its own territory. With the 
issue of Hyderabad as a temporary com-
mon capital accepted, the idea of giving 
some share of Hyderabad’s revenues to 
Seemandhra was mooted. 

The Golden Goose

For this purpose the case was being 
made that Hyderabad yielded enormous 
government revenues which should be 

“shared” between the successor states. 
This was a violation of the principle of 
territoriality that guided state revenue 
collections. However, while a new state 
could be created by the exercise of  powers 
under Articles 2 and 3 of the Constitu-
tion, Article 4 permits the insertion in 
the relevant Bill of some “supplemental, 
incidental and consequential provi-
sions”...“as Parliament may deem neces-
sary” to facilitate the process. The reor-
ganisation legislation is also put beyond 
the scope of Article 368 and thus does not 
need two-thirds majority in Parliament 
and consent of states to be enacted. 
Since then, there has been a sustained 
campaign to distort the picture and ad-
vance a wide range of numbers for the 
revenues that Hyderabad city generates.

The game started after the CWC reso-
lution recommended Telangana state-
hood on 30 July 2013. On the same day, 
The Times of India led with a story which 
said “Overall, Hyderabad contributes 
Rs 40,000 crore towards State taxes, 
Rs 35,000 crore towards Central taxes 
and Rs 15,000 crore of local revenues. 
The total yield comes to a whopping 
Rs 90,000 crore”.1 That meant Hyder-
abad contributed Rs 55,000 crore to the 
state budget – that is “almost 55% of 
Andhra Pradesh government’s revenues 
are generated in Hyderabad”. State 
 budget therefore was estimated at 
Rs 1,00,000 crore. The next day, 31 
July, the Chandigarh Tribune led with 
the same story and same fi gures.2 

Two days later, on 2 August, the Busi-
ness Standard reported, “In 2012-13, the 
state’s own tax revenues reportedly 
stood at Rs 69,146 crore. Of this, 
Rs 36,400 crore came from Hyderabad 
and its surrounding Ranga Reddy dis-
trict.”3 On 7 August 2013, The Hindu  cited 
these same fi gures.4 On 9 August 2013, 
The Hindu Business Line published de-
tailed division and district-wise commer-
cial tax fi gures for Telangana and wrote, 
“The city’s fi ve offi ces clocked Rs 8,959 
crore in fi nancial year 2012-13 as against 
Andhra Pradesh’s total VAT (value added 
tax) collections of Rs 20,041 crore”.5 
This meant Hyderabad was producing 
45% of the state VAT. 
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If this largest segment of revenues 
was only about Rs 9,000 crore what was 
one to make of the fi gures nearly four to 
fi ve times greater? The Government of 
Andhra Pradesh was not prepared to 
shed any light on this confusion as it 
probably suited their managers. The 
Hindu Business Line also contradicted 
the Srikrishna Commission Report by 
saying (without comment), “The Com-
mission, which considered the fi gures 
for 2008-09, pointed out that about 75% 
of the Rs 22,000 crore of sales tax (or 
VAT) was collected from Hyderabad 
alone”.6 That is, four years ago Hyder-
abad generated Rs 16,500 crore. The Sri-
krishna Commission had concluded this 
without presenting basic fi gures, which 
surely could have been available to it.

On 20 August 2013, The Times of India 
returned to the subject, quoting an 
 un named minister who “interacted with 
the Antony Committee” and stated that 
“the note which was given to some 
 Seem andhra ministers said Hyderabad 
and Ranga Reddy districts (Greater 
 Hyderabad or Hyderabad Metropolitan 
Development Authority (HMDA) area) 
are contri buting more than half of AP’s 
total tax collections. While AP’s total tax 
collection in 2012-13 stood at Rs 69,146.5 
crore, Greater Hyderabad area cont-
ributed Rs 34,100.73 crore to the exche-
quer making it impossible for Telangana 
to think without Hyderabad”7 (note the 
decimal fi gures). This was a repeat of 
the Business Standard piece of 2 August 
but now hinting at confi dential sources.

On 26 August, the Hindustan Times 
waded in with a table which showed the 
state budget at Rs 1,60,000 crore of 
which Hyderabad’s share of the income 
was Rs 55,000 crore.8 These fi gures 
were the same as in the story in The 
Times of India of 30 July and The Tribune 
of 31 July. Only now the state budget 
 fi gure was given as Rs 1,60,000 crore 
and not Rs 1,00,000 crore as implied in 
the earlier report! The Hindu Business 
Line stated as early as 31 March 2013, 
“Andhra Pradesh Finance Minister Anam 
Ramnarayana Reddy today presented 
a tax-free budget for 2013-14. Total ex-
penditure in the next fi scal will be 
Rs 1,61,346 crore against current fi scal’s 
Rs 1,45,854 crore.”9 Thus media sources 

had no need to be confused by the total 
budget fi gures.

On 28 August 2013, the newspaper 
Hans India carried a story and table 
 indicating commercial tax collection in 
2012-13 in Hyderabad were Rs 30,500 
crore out of a total for the state of 
Rs 41,150 crore – or 74% of the state’s col-
lections. It also said other taxes inclu ding 
commercial taxes amounted to Rs 69,000 
crore for Andhra Pradesh, of which Hyder-
abad contributed Rs 34,000 crore. There 
the matter lay with readers incredulous 
about the fi gures published in the media 
while the Government of Andhra Pradesh 
maintained a discrete silence.

On 24 October 2013, The Times of 
 India returned with, 

The note, prepared under the guidance of 
the fi nance minister with the backing of the 
chief minister was given the fi nal touches on 
wednesday by fi nance department offi cials. 
The note is likely to be forwarded to the 
group of ministers through the chief secre-
tary by Thursday...Statistics show that of the 
Rs 69,146 crore revenue that accrued to the 
state exchequer for the year 2012-13, Hydera-
bad and Ranga Reddy alone accounted for 
Rs 48,400 crore.10 

As for VAT, the state total was “Rs 42,795 
crore of which Rs 5,918 crore was from 
Andhra, Rs 1,146 crore from Rayalasee-
ma and Rs 3,329 crore from Telangana. 
The remaining, the largest chunk of over 
Rs 32,000 crore, was from Hyderabad and 
peripheral areas.” 11 On 1 November 2013, 
India Today also repeated these fi gures.12 
Metro India weighed in on 10 November 
saying,  “According to offi cial records, 
Hyderabad is generating Rs 18,000 crore 
in the form of VAT, liquor sales, land reg-
istrations and through various other rev-
enue sources. It may fall to Rs 10,000 
crore, if it is made a UT.”13

Thus the lowest fi gure for Hyderabad 
revenues was Rs 18,000 crore and the 
highest fi gure was Rs 55,000 crore. The 
public could choose what to believe! 

Defi ning the City

Part of the problem was the defi nition of 
the revenue jurisdictions of Hyderabad 
city. The presidential order of 1975 
 defi ned the limits of Hyderabad city as 
those of the old Municipal Corporation 
of Hyderabad and Secunderabad (MCH) 
at 73 square kilometres (sq km) and was 

smaller than the Hyderabad revenue dis-
trict. The revenue district is 217 sq km, 
the Greater Hyderabad Municipal Cor-
poration (GHMC), 922 sq km currently, 
the Hyderabad Urban Development 
 Authority (HUDA) 1,348 sq km and the 
HMDA a massive 7,073 sq km. One selects 
what one likes and the revenue fi gures 
would change as more and more 
 districts surrounding Hyderabad are 
added. GHMC involves three districts 
and HMDA involves fi ve, out of the 10 
 Telangana districts! 

But fi nally, the bubble has burst. On 
8 November 2013, The Asian Age/ 
Deccan Chronicle carried the offi cial 
 release. Quoting Delhi sources it said, 

A note that was circulated by the Union 
 Finance Ministry after getting inputs from 
the State Finance Department states that 
Hyderabad city only contributed Rs 20,022 
crore of the state’s total revenue of Rs 1,27,866 
crore in 2012-13. The break-up is as follows: 
Hyderabad Rs 20,022 crore, Telangana (other 
than Hyderabad district) Rs 41,391 crore, 
Rayalaseema Rs 18,215 crore and coastal 
Andhra Rs 47,937 crore.14 

Thus the State’s Own Tax Revenues 
(SOTR) for Seemandhra (Rayalaseema 
and Andhra) were Rs 5,000 crore great-
er than those for Telangana and Hydera-
bad combined. 

Even this is mysterious as the central 
and other funds devolving on the state, 
over and above its SOTR, have been allo-
cated across the regions and Hyderabad. 
How was this done? We know that the 
SOTR for these four entities for 2012-13 is 
as in Table 1.

The non-SOTR revenues had been 
 allocated to the regions by their Census 
2011 population proportions – 58% to See-
mandhra, 31% to Telangana and 11% to 
Table 1: State’s Own Tax Revenues, Region-wise 
(2012-13, Rs crore)
Item  Seemandhra Telangana Hyderabad State
  (Excluding GHMC Area Total
  GHMC)

Sales tax 7,065 6,202 8,960 22,227

Excise 9,745 6,024 941 16,710

Stamp duty 2,841 2,940 651 6,432

Transport 1,550 641 1,178 3,369

Minerals 812 636  1,448

(a) Oil & gas 121   121

(b) Coal  1,134  1,134

Total SOTR 22,134 17,577 11,730 51,441

Total non-SOTR 44,018 23,813 10,292 76,425

Grand total 61,152 41,390 22,022 1,27,866

Source: Additional Commissioner, Commercial Taxes
Department, Government of Andhra Pradesh.
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Hyderabad (taken as Hyderabad and 
Ranga Reddy districts). However, it should 
have only been 4.7% to Hyderabad alone 
and 37% to Telangana (including Ranga 
Reddy district). But this may be partly 
 justifi ed by the argument that the GHMC 
limits include large parts of the Ranga 
Reddy district and a part of Medak district.

Clearing the Confusion

Only The Hindu Business Line’s 9 August 
fi gures for Hyderabad VAT turned out to 
be exact (only off by a crore). We now 
come to Hyderabad’s (GHMC) share in the 
SOTR. All the items except sales tax are 
specifi c to the territory – excise on distill-
eries and breweries, stamp duty on land 
sales and motor vehicle tax. As for sales 
tax, registered “dealers” with a statewide 
registration can deposit their sales tax an-
ywhere in the state. Those having their 
headquarters in  Hyderabad may be pay-
ing all their sales taxes there – even if they 
were due on sales in Seemandhra or other 
parts of Telangana. These are diffi cult to 
isolate and, anyway, on division of the 
state, new sales tax registrations have to 
be secured and sales taxes on sales in 
each successor state will have to be paid 
in that state itself.

For example, as per its website, the AP 
Beverages Corporation paid sales tax of 
Rs 7,992 crore in 2012-13.15 The Times of 
India stated that sales taxes on petro leum 
products (which presumably includes 
Aviation Turbine Fuel sold at Hyderabad’s 
international airport) was Rs 10,000 crore.16 
What proportion of this estimated sales 
tax of Rs 17,992 crore is related to See-
mandhra sales and paid in Hyderabad is 
unclear. But if even a part of it is deposited 
at Hyderabad, it will have to be deducted 
from the Rs 8,960 crore of Hyderabad 
sales tax revenues to get a true picture. 

Interestingly, as late as on 12 Novem-
ber 2013 at the Group of Ministers (GoM) 
meeting on Telangana, the Bharatiya 
 Janata Party Andhra Pradesh state presi-
dent G Kishan Reddy quoted the GoM as 
having said that they are still collecting 
information on crucial issues involved in 
division, like revenue sharing, “How come 
they GoM do not have information? If they 
do not have information, how can we?”17 
On the same day, the Majlis-e-Ittehadul 
Muslimeen leader Asadudin Owaisi is 

 reported to have asked the GoM what 
proportion of  Hyderabad revenues did 
the Anthony Committee report propose 
to share with Seemandhra after separa-
tion. The ministers are reported to be 
unaware of the fi gures, and interestingly 
Anthony denied that he had given any 
such report!18 Even more intriguingly 
Jairam Ramesh, whose report of river 
water sharing  issues was circulating in 
“informed circles” and which had sup-
posedly sugges ted that Bhadrachalam 
division of Khammam district of Telan-
gana be given to Seemandhra so that it 
can facilitate its submergence under the 
proposed  Polavaram project,19 also de-
nied his putative report.20 

Confusion Creators

The picture is now clearer after the last 
14 weeks of fudging in the media and 
wild speculation among the public. This 
is entirely because the chief minister 
and his Seemandhra colleagues had a 
vested interest in sowing confusion. 
With selected leaks of exaggerated 
 fi gures to the media they wished to con-
vince the central government that See-
mandhra needed a share of Hyderabad 
revenues and that it was necessary to 
maintain a special status for Hyderabad 
even after the creation of Telangana. 

Unfortunately, neither the bureau cracy 
nor the media have played a positive role 
and helped clear the confusion.  Instead, 
the bureaucracy by its silence and the me-
dia by not verifying the  unsubstantiated 
stories fed to it, have added to the confu-
sion. Here the  Government of India also 
seemed  helpless in bringing clarity to 
the issues at hand and was unable to 
 ensure even a modicum of cooperation 
from the chief minister and Government 
of Andhra Pradesh.
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