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ABSTRACT

The Constitution of India lays down the division of responsibilities among the centre and states and
places the main responsibility for the social sector expenditure on the states. Health sector and most
rural development issues falls under the responsibility list of states while education, employment and
welfareissues come under the concurrent list making these the joint responsibility of centre and states.
Therefore, it becomes essential to study the patterns of social sector expenditure in India at national and
state levels so as to ascertain how the social sector has been managed by the governments in India and
to what extent the central and state governments in India have fulfilled their responsibility of developing

the social sector in India.
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INTRODUCTION

This study looks at the patterns of public spending on the social sector at the national and state
levels in India in order to analyze how the social sector is managed. Public spending on the social
sector can be analyzed in a variety of ways, including as a proportion of GDP or GSDP, as a
percentage of total public spending, and as a real per capita expenditure. The study looks at trends in
India's social sector spending in all three ways. Three levels of analysis have been used to look at the
patterns in public spending on the social sector in India: combined (center & states), center, and states.
Six sections make up the organization of this chapter.

PatternsofPublicExpenditureonSocialSectorat NationalLevel

The patterns of public spending on the social sector by the federal and state governments are
examined from several angles in this section. The combined social sector spending of the federal
government and the states, as well as their respective contributions to social sector spending in India
from 1988-1989 to 2010-2011, are shown in Table-1. This table also shows the percentage increase
in social sector expenditure from year to year. Between 1988-89 and 2010-11, the aggregate
expenditures for the social sector were contributed by the states in an amount ranging from 64-84

percent, and the center in an amount between 16 and 36 percent. The bulk of social sector spending
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is borne by the states since it is their constitutional duty. During this time, the center’s portion of social
sector spending has increased while the states' part has been trending downward. The center is
responsible for initiating new development policies, encouraging states to take up new programs, and
mobilizing more resources to take advantage of central schemes that require matching shares by the
state governments. Despite its relatively small share of social sector expenditure, the center plays a

significant role in the development of the social sector in many ways.

The table shows that the growth in social sector spending year over year has been mainly
uneven. From 1988-89 to 2010-11, it varies from -3.2 to 23.4%. "Central assistance to states has
relatively declined since 1990-91 due to substantial fiscal stress and austerity measures as a result of
implementation of the structural adjustment programs by the central government,” according to a
number of studies (Tulashidhar, 1993; Panchamukhi, 2000; Prabhu & Selvaraju, 2006; Ramakumar,
2008). This led to a 3.1% decline in central government spending on the social sector (from Rs. 18406
cr. in 1990-91 to Rs. 17828 cr. in 1991-92) and a 3.2% decline in state government spending on the
social sector (from Rs. 88732 cr. in 1990-91 to Rs. 85909 cr. in 1991-92). As a result, the total public
expenditure on the social sector registered a negative growth rate of 3.2% in 1991-92. The increase
in spending in the social sector from 1991-1992 has exhibited a mixed pattern. The expansion in
spending in the social sector has been noted, with a notable increase of 23.4% in 2008—09 from 11.1%
in 2007-08. The sharp increase in the center's share of social sector expenditure, which occurred in
2008-09 from Rs. 99381 cr. in 2007-08 to Rs. 141493 cr. in 2008-09, is what caused the multifold
increase in the growth rate of social sector expenditure. This increase was made in the form of
increased allocations to various flagship programs like Sarva Shiksha Abhiyan (SSA) by Rs. 10276
cr., Mid-day Meal Scheme by Rs. 6275 cr., National Rural Health Mission by Rs. 9452 cr., National
Aids Control Programme by Rs. 779 cr., etc. in 2008-09 (GOI, 2008a). Due to the economy's
slowdown since 2008-09, the growth in spending in the social sector has drastically decreased,
reaching 8.6% in 2010-11. As a result, the social sector in India is hardest hit by the country's

economic downturn.

Tablel
SocialSectorExpenditure(SSE) atNationalLevel(inZcrore)
Year-on-Year
Year Centre States Total SSE Growth in
SSE(%)

1988-89 18715 (19.1) 78142 (80.9) 96857 -
1989-90 25337 (23.8) 81113 (76.2) 106450 9.9
1990-91 18406 (17.2) 88732 (82.8) 107138 0.6
1991-92 17828 (17.2) 85909 (82.8) 103737 -3.2
1992-93 17459 (16.3) 89601 (83.7) 107060 32
1993-94 24343 (21.0) 91359 (79.0) 115702 8.1
1994-95 26568 (22.2) 93374 (77.8) 119942 37
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1995-96 29869 (23.2) 99907 (76.8) 129776 8.2
1996-97 29964 (22.1) 105475(77.9) 135439 44
1997-98 35065 (23.7) 112811(76.3) 147876 9.2
1998-99 37393 (22.9) 125660(77.1) 163053 103
1999-00 39971 (22.3) 138887(77.7) 178858 9.7
2000-01 41695 (22.0) 148114(78.0) 189809 6.1
2001-02 51731 (26.1) 146726(73.9) 198457 46
2002-03 65318 (30.9) 146093(69.1) 211411 6.5
2003-04 67451 (30.4) 154564(69.6) 222015 50
2004-05 67903 (29.2) 164875(70.8) 232778 48
2005-06 76941 (29.5) 184101(70.5) 261042 121
2006-07 93864 (31.6) 202933(68.4) 296797 137
2007-08 99381 (30.1) 230469(69.9) 329850 111
2008-09 141493(34.8) 265584(65.2) 407077 23.4
2009-10 152269(33.8) 298375(66.2) 450644 10.7
2010-11 176069(36.0) 313342(64.0) 489411 8.6
2011-12 24343 (21.0) 105475(77.9) 115702 8.1
2012-13 26568 (22.2) 112811(76.3) 119942 3.7
2013-14 26568 (22.2) 125660(77.1) 129776 8.2
2014-15 29869 (23.2) 138887(77.7) 135439 44
2015-16 29964 (22.1) 148114(78.0) 147876 9.2
2016-17 35065 (23.7) 146726(73.9) 163053 103
2017-18 37393 (22.9) 146093(69.1) 178858 9.7
2018-19 39971 (22.3) 154564(69.6) 296797 137
2019-20 41695 (22.0) 164875(70.8) 329850 111
2020-21 51731 (26.1) 184101(70.5) 407077 23.4
2021-22 65318 (30.9) 202945(68.4) 450644 10.7
2022-23 176069(36.0) 202965(68.4) 489411 8.6
2023-24 176069(36.0) 202994(68.4) 489411 8.6

Note:Figuresinparenthesisarepercentageshares
Source: Computedfromdata inCombined Finance and Revenue Accounts oftheUnionand State Governments,

GOl (various years)

Public expenditure on social sector by centre and states can also be categorised into revenue

and capital heads of accounts. Revenue expenditureconsists of recurrent expenditure on wages and

salaries, and general operating expenses whereas capital expenditure consists of non-recurrent

expenditure on development of infrastructure and physical assets and one-time investment in

socialsector development programmes.

The combined public spending on the social sector for the federal government and the states is shown

in the table as a percentage of GDP and total public spending. India spent less than ten percent of its
GDP (GDP) on the social sector during 1988-1989 and 2010-2011. The GDP share allocated to the
social sector increased from 7.28 percent in 1988-1989 to 9.41 percent in 2009-2010, when it peaked,

and then slightly decreased to 9.26 percent in 2010-2011. While states spend between 5 and 6.5 percent

of GDP on the social sector, the center contributes between 1 and 3.5 percent of GDP to it. The center's

part of total social sector expenditure as a percentage of GDP has been observed to be increasing with

occasional variations, whereas the states' share of total social sector expenditure as a percentage of GDP

has not changed much between 1988-1989 and 2010-2011.
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India spends between 20.5 and 31.5 percent of its total public expenditures on the social sector; the states
contribute between 16 and 20.5 percent, while the center contributes between 3 and 11.5 percent. While
the share of states in social sector expenditure has increased by only 14% (from 17.49 percent in 1988-
89 to 19.93 percent in 2010-11), the share of the center has increased by nearly 167% between 1988-89
and 2010-11, the combined social sector expenditure as a percentage of aggregate public expenditure
shows an increase of more than 43% (from 21.68 percent in 1988-89 to 31.13 percent in 2010-11).
According to this analysis, the central government implemented several significant social sector
initiatives during that time, including the "Bharat Nirman programme, National Rural Employment
Guarantee Scheme, National Rural Health Mission, Jawaharlal Nehru National Urban Renewal Mission,
allocation to Sarva Shiksha Abhiyan, Mid-day Meal Scheme,” among others. As a result, social sector
expenditure both as a percentage of GDP and aggregate public expenditure showed an increasing trend
from 2004-05 until 2010-11. The budgets have given high attention to these flagship programs and
schemes, and they have continued to receive a substantial increase in funding with the goal of improving
the lives of the underprivileged and marginalized groups in society. Throughout the course of the study
period, the center's percentage of GDP and proportion of total social sector spending as well as total
public spending have both increased over time. Panchamukhi (2000) has referred to this tendency of the
central government's growing participation in the social sector as the "concentration process™ under the

Indian federal structure.

The table also shows the real per capita expenditure that the Indian government spends on the social
sector. From 1988-89 to 2010-11, the actual per capita public expenditure in India on the social sector
increased steadily by about 242%, from Rs. 1197 to Rs. 4097. During the research period, states' real
per capita social sector expenditure climbed less than three times, from Rs. 966 to Rs. 2623, whereas
the center's real per capita expenditure increased more than six times, from Rs. 231 to Rs. 1474. This
suggests that the center has been contributing more to India's total spending on the social sector.

CompositionofCombinedSocialSectorExpenditure

In India, the term "social sector expenditure" refers to the costs associated with the 10 main social sector
headings. The primary budgetary head "Social Services" is responsible for the first eight heads, which
are "education, sports, art and culture,” "health and family welfare,” "water supply, sanitation, housing
and urban development,” "information and broadcasting,” "welfare of SCs, STs, and OBCs," "labor and

labor welfare,” "social welfare and nutrition," and "others.” The remaining two major heads, "rural
development™ and "food, storage and warehousing," are under the main budgetary head "Economic
Services." This section analyzes the public spending of the federal government and the states under the

key social sector headings, both as a percentage of GDP and as a proportion of the total public spending
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of the federal government and the states. This section also looks at the percentage participation of main
social sector heads in the total social sector expenditure of the federal government and the states in order
to analyze changes in social sector spending.

An overview of the respective major heads' contribution of the total social sector expenditure as a
percentage of GDP is provided by Table-2. The "education, sports, art and culture™ head is one of the
major shareholders among the various individual social sector components. From 1988-1989 to 2010-
2011, it received 2.5-3.5 percent of GDP; however, this is less than the desired target of 6% of national
income as outlined in the National Policy on Education, 1986 (GOI, 1992). The GDP percentage of
public spending on "health and family welfare" has been below 1%, whereas between 1988-1989 and
2010-2011, public spending on "water supply, sanitation, housing, and urban development" ranged from
0.6 to 1.50 percent. The head of "Social welfare and nutrition" receives between 0.4 and 1.2 percent of
GDP, while the head of "Welfare of SCs, STs, and OBCs" consistently earns between 0.3 and 0.4
percent. The heads of the other social service heads, on the other hand, receive less than 0.5 percent of
GDP.
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CompositionofCombined Social-gaekélti)-rzExpenditure(AsPercent of GDP)

forseac 0. 100 g 1083 [ 5 1095 | 155 | 100 5551095 [ 200 [ 20
A.SOCIAL SERVICES
1.Education,Sports,ArtandCulture 2.86 3.05 2.99 2.83 2.79 2.72 2.67 2.65 2.61 2.69 2.92 3.11
2.Health&FamilyWelfare 094 | 093 | 092 | 087 | 08 | 08 | 082 | 079 | 078 | 082 | 085 | 0.85
3.WaterSupply, Sanitation, Housing&UrbanDevelopment 0.82 0.76 0.73 0.77 0.73 0.69 0.73 0.71 0.79 0.84 0.87 0.83
4.Information &Broadcasting 016 | 017 | 015 | 013 | 012 | 012 | 011 | 011 | 011 | 011 | 020 | 011
5.WelfareofSCs,STsandOBCs 03 | 032 | 034 | 035 | 034 | 032 | 034 | 032 | 034 | 035 | 034 | 031
6.LabourandLabourWelfare 014 | 013 | 012 | 012 | 012 | 013 | 010 | 010 | 010 | 010 | 010 | 0.0
7.SocialWelfareandNutrition 058 | 048 | 053 | 052 | 047 | 043 | 041 | 062 | 055 | 054 | 052 | 057
8.0thers 003 | 002 | 002 | 003 | 003 | 003 | 002 | 002 | 002 | 002 | 0.03 | 0.02
9.TotalSocialServices(1to 8) 588 | 588 | 580 | 562 | 546 | 530 | 520 | 532 | 530 | 547 | 573 | 590
B. ECONOMICSERVICES
10.Rural Development 084 | 105 | 083 | 083 | 084 | 09 | 101 | 098 | 085 | 087 | 087 | 0.78
11.Food,Storageand Warehousing 0.56 0.62 0.52 0.45 0.45 0.71 0.56 0.51 0.46 0.59 0.60 0.58
TotalSocialSectorExpenditure(9+10+11) 728 | 755 | 720 | 690 | 675 | 697 | 677 | 681 | 661 | 693 | 720 | 7.26
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CompositionofCombined SocialSectorExpenditure(AsPercent of GDP)

MajorHeads " | “or | o5 | o6 | o7 | 08 | oo | 10 | a | 1 | 13
A.SOCIAL SERVICES
1.Education,Sports,ArtandCulture 3.08 2.87 2.83 2.68 2.65 2.66 2.72 2.65 294 3.13 3.21
2.Health&FamilyWelfare 0.85 0.82 0.79 0.77 0.75 0.80 0.81 0.82 0.89 0.94 0.91
3.WaterSupply, Sanitation, Housing&UrbanDevelopment 0.88 0.89 0.93 0.96 0.91 0.94 0.96 1.19 1.45 1.37 1.20
4.Information &Broadcasting 0.08 0.07 0.06 0.06 0.05 0.06 0.06 0.07 0.07 0.06 0.06
5.WelfareofSCs,STsandOBCs 0.31 0.31 0.31 0.31 0.31 0.33 0.33 0.34 0.38 0.37 0.38
6.LabourandLabourWelfare 0.11 0.08 0.08 0.08 0.08 0.08 0.10 0.08 0.09 0.09 0.09
7.SocialWelfareandNutrition 0.67 0.68 0.60 0.62 0.66 0.78 0.71 0.89 111 1.15 113
8.0thers 0.02 0.05 0.04 0.04 0.04 0.04 0.03 0.04 0.03 0.03 0.03
9.TotalSocialServices(1to 8) 6.00 5.77 5.64 5.52 5.45 5.69 5.72 6.08 6.96 7.14 7.01
B. ECONOMICSERVICES
10.Rural Development 0.71 0.76 0.97 0.95 0.84 0.99 1.32 0.95 1.32 1.15 1.07
11.Food,Storageand Warehousing 0.71 0.87 0.98 0.92 0.89 0.69 0.63 0.73 0.94 1.12 1.18
TotalSocialSectorExpenditure(9+10+11) 742 7.40 7.59 7.39 7.18 7.37 7.67 7.76 9.22 9.41 9.26

Source: Computed fromdata inCombinedFinance and Revenue Accounts of the Union and State Governments, GOI (various years); Handbook of Statistics on

Indian Economy2013-14, RBI (2014)
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MajorHeads s e T e e e [T | | e
A.SOCIAL SERVICES
1.Education,Sports,ArtandCulture 3.08 2.87 2.83 2.68 2.65 2.66 2.72 2.65 294 3.13 3.31
2.Health&FamilyWelfare 0.85 0.92 0.79 0.77 0.75 0.80 0.81 0.82 0.89 0.94 0.91
3.WaterSupply, Sanitation, Housing&UrbanDevelopment 0.98 0.89 0.93 0.96 0.91 0.94 0.96 1.19 1.45 1.37 1.30
4.Information &Broadcasting 0.08 0.07 0.36 0.06 0.75 0.46 0.06 0.27 0.07 0.06 0.06
5.WelfareofSCs,STsandOBCs 0.31 0.31 0.31 0.31 0.31 0.33 0.63 0.34 0.38 0.37 0.38
6.LabourandLabourWelfare 0.11 0.08 0.08 0.08 0.08 0.08 0.10 0.08 0.09 0.09 0.09
7.SocialWelfareandNutrition 0.67 0.68 0.60 0.62 0.66 0.78 0.71 0.89 1.61 1.25 113
8.0thers 0.07 0.25 0.04 0.04 0.04 0.04 0.03 0.04 0.03 0.03 0.03
9.TotalSocialServices(1to 8) 6.00 5.77 5.64 5.52 5.45 5.69 5.72 6.08 6.96 7.14 7.11
B. ECONOMICSERVICES
10.Rural Development 0.71 0.76 0.97 0.95 0.84 0.99 1.32 0.95 1.32 1.25 1.07
11.Food,Storageand Warehousing 0.71 0.97 0.98 0.92 0.89 0.69 0.63 0.73 0.94 1.12 1.18
TotalSocialSectorExpenditure(9+10+11) 7.55 7.80 7.89 7.39 7.88 7.77 7.97 7.96 9.82 9.61 0.66

17




IJAER/July-August 2020 /VVolume-9/lIssue-4 ISSN: 2278-9677

Throughout the study period, social services accounted for between 5 and 7.5 percent of GDP. The
percentage of GDP devoted to "rural development” increased from 0.84 to 1.01 percent in 1988—89 to
1994-95, then fell to 0.71 percent in 2000-01, and finally reached its highest point of 1.32 percent in
2006-07 thanks to the National Rural Employment Guarantee Scheme, which was implemented in that
year and allocated Rs. 10547 crore to the creation of jobs in rural areas (GOI, 2006a). From 1988-89 to
2010-11, public spending on "food, storage, and warehousing" ranged from 0.4 to 1.20 percent of GDP,

exhibiting a mixed trend.

CONCLUSION

The aforementioned study indicates that the states bear the constitutional responsibility of
covering the majority of social sector expenditures in India. Nonetheless, during the study period, the
states' proportion of total spending on the social sector has decreased. Even while the center only makes
up a minor portion of social sector spending, during the study period, its percentage has increased. India’s
social sector spending has grown at a very uneven rate every year. The fact that capital expenditures
make up a modest percentage of total social sector spending in India indicates that governments there
have placed a relatively low priority on infrastructure investment in the social sector. In terms of GDP
percentage and total public spending at the national level, the social sector's spending from 19881989
to 2003-04 showed a mixed trend. However, from 2004-05 onward, it showed an increasing trend until
2010-11 because of the central government's increased funding for its various flagship programs and
schemes, which were introduced during that time with the goal of improving the lives of the
underprivileged and marginalized sections of society. Examples of these programs and schemes include
the National Rural Health Mission, the Bharat Nirman Program, and the National Rural Employment
Guarantee Scheme. Over the course of the study, the real per capita public expenditure on the social
sector has increased steadily, but the rate of growth in the center's real per capita expenditure on the
social sector has outpaced the rate of growth in the states' real per capita public expenditure on the social

sector.

According to an analysis of the composition of the total amount spent on the social sector, the

first three major components—"education, sports, art and culture," "health and family welfare,” and
"water supply, sanitation, housing and urban development"—account for between 57 and 66 percent of
the total amount spent on the social sector, indicating that education and health are two of its essential
components. "Education, sports, art, and culture” emerges as the dominant sector, receiving the highest
share of GDP and the total amount of public spending on the social sector. The patterns observed in the
combined social sector expenditure among main heads as a percentage of GDP are also evident in the

combined social sector expenditure under major heads within the social sector as a percentage of
176
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aggregate public expenditure.

The center is the primary head among the major heads in the social sector because it has incurred
the largest share of GDP and aggregate public spending on "food, storage, and warehousing"; as a result,
it is the primary head among the center's expenditure components in the social sector. The examination
of the social sector expenditure composition in the center also shows that central funding accounts for
the majority of public spending on "food, storage, and warehousing." Due to the central government's
significant increase in spending of Rs. 5800 cr. on rural employment schemes in 1989-1990, there was
a noticeable increase in the share of "rural development” head in the center's social sector expenditure as
a percentage of GDP and aggregate public expenditure. Due to the central government's massive increase
in spending on its two minor heads, "relief on account of natural calamities” and "social security and
welfare,” during that time, the share of the center's social sector expenditure under the "social welfare
and nutrition" head increased significantly between 1994-1995 and 1995-1996 in terms of both GDP
and aggregate public expenditure.

When it comes to the breakdown of state spending on the social sector, the category "education,
sports, art, and culture™ takes center stage because these states spend the most overall and as a percentage
of GDP on public expenditure. In addition, the share of the states' social sector expenditure that goes
toward "social welfare and nutrition™ increased significantly between 1995 and 1996. This suggests that
in addition to the significant increase in spending by the federal government during that year, the states
also increased their spending on two minor heads: "social security and welfare" and "relief on account
of natural calamities.” The share of the "rural development" head in the states' social sector expenditure
as a percentage of GDP decreased sharply between 1988-1989 and 1989-1990, in contrast to the
significant increase in the head's share in the center's social sector expenditure as a percentage of GDP
during the same period. This is because the states' spending under the same minor head, "rural
employment,” was significantly reduced after the central government increased its expenditure
significantly. The states' modest contribution to "food, storage, and warehousing" further confirms that

the federal government is the main source of funding for this important area.

A state-by-state examination of trends in social sector spending shows that Mizoram has spent
the most on the social sector over the majority of the research period, followed by Sikkim, both as a
percentage of GSDP and in terms of real per capita public expenditure. Out of all the states, only 11
(Puducherry, Bihar, and 9 special category states) spend a larger percentage of their gross state product
(GSDP) on social services than the national average. This suggests that the majority of special category
states spend a higher percentage of their GSDP on social services than general category states. The

analysis reveals that, when compared to most developed states, the majority of economically less
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developed states incur higher levels of social sector expenditure, both in terms of aggregate public
expenditure and their gross state domestic product (GSDP). However, this trend appears to be reversed
when the social sector expenditure of the states is examined in terms of real per capita public expenditure,
particularly in the cases of Uttar Pradesh and Bihar. Despite allocating a larger percentage of their gross
state domestic product (GSDP) to the social sector, Bihar and Uttar Pradesh have the lowest real per
capita spending on the social sector of all the states. The state-by-state examination of real per capita
public expenditure on the social sector has shown the significant scale variances across states. When
compared to general category states, the majority of special category states have been found to suffer
higher real per capita social sector expenditures. The aforementioned analysis provides clear evidence of

governments’ retreat from fulfilling their social obligations, particularly in high-income states.

Kerala is the highest-ranking state among the fifteen major states in terms of social sector
spending to date. Kerala's expenditure on the social sector as a percentage of GSDP and real per capita
public expenditure increased significantly between 1988-1989 and 2010-2011, indicating the state's
deep care for its people. The social sector has received the lowest priority from the Punjab government
in its priority list because, for the majority of the study period, the province spent the smallest percentage
of its gross state domestic product (GSDP) and total public expenditure on it. Additionally, Punjab had
the lowest growth in real per capita social sector expenditure among all states from 1988-1989 to 2010
2011. Punjab's history serves as a clear illustration of how the benefits of economic expansion must be
transformed into increased social opportunity through the intentional policy involvement of a dedicated

government.

In summary, it may be said that as the states bear a large portion of the country's social sector
expenditures, changes in state spending have a greater impact on overall social sector spending than does
central government spending. Therefore, the state governments as well as society at large are
undoubtedly concerned about the states' diminishing part of India's total spending on the social sector.
The fact that the majority of economically less developed nations spend comparatively more on the social
sector than do developed states suggests that political commitment, rather than economic standing, is
what may guarantee the preservation of funding for the social sector.
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