
      www.eprawisdom.com  Vol - 4,  Issue- 10,  October  2016 78

Vol - 4, Issue- 10, October  2016
ISI Impact Factor : 1.259 (Dubai, UAE)

e-ISSN : 2347 - 9671, p- ISSN : 2349 - 0187

Inno Space (SJIF) Impact Factor : 5.509
EPRA International Journal of Economic and Business Review

www.eprawisdom.com

ABSTRACT

A STUDY ON PUBLIC EXPENDITURE FOR
HEALTH CARE IN INDIA

 FROM 1997-1998 TO 2012-2013

N. Jeny11M.Phil [Batch 2013-14], Department of Economics, Lady Doak College, Madurai,   Tamil Nadu,India
Human resource is the only active factors of production that activates other factors in an

economy.  Now a day’s human capital at risk regarding their health that in turn makes them

to contribute slow or dull to the economic development of a country. This situation is applicable to India

too. With the population of 1.21 cores the Indian government spending only 1.3% in terms of GDP to health

sector. On the one hand as the Indian government in recent years facing pressure of demand for higher

budgetary allocation to health sector, on the other hand government is facing financial crunch. This paper

examines governments expenditure for health care based on an annual series data from 1997-98 to 2012-13.

It is confirmed that the governments overall health and health related expenditure is increased with low

steady growth rate and also it is giving much priority to health sector rather than health related sector

which helps in having healthy human capital. Hence this paper suggests the central government to take

considerable steps for both the sectors.

KEYWORDS: Health, Health Expenditure, Health Related Expenditure, Government   Expenditure,

Human Capital

INTRODUCTION
“Health is the greatest of all possessions; a pale

cobbler is better than a sick king” – Isaac Bickerstaff.  When

a person pronounces the word ‘health’, it sounds very

simple but maintaining health throughout one’s life is no

easy task. Health is a multi-functional engine of a human

body. Even if one organ malfunctions, it is difficult for a

human body to function as a whole.

Health has a great significance from economic

point of view. Healthy population is an asset for an

economy while ill and aged population is a burden. From

the point of view of an individual, health performs dual

functions. On one hand, good health represents a value of

its own, a target that needs to be reached as closely as

possible. On the other hand, there are other aims in life as

well such as good health gives good income in labor market.

Therefore, the significance of health has been strongly

emphasized by a number of international organizations

like WHO. According to DSAED’s document of New Zealand

(2010) improved health contributes to economic growth

in the ways of improving productivity, learning, investing,

reducing family size, increasing availability of land for

productive use and reducing treatment burden. Thus,

government must take efforts to prevent disease, prolong

life and promote health through the organized efforts

and informed choice of society, organizations, public and

private, communities and individuals.

Health expenditure is a total expenditure in an

economy by both government and private citizens on health

related matters. It usually includes expenditure on health

care. For improved Health care investment on education,

housing, old age security and other social provisions is
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essential. Effective contribution and the active participation

of the government are essential. Even in the most advanced

countries, the role of the government has been extremely

critical in assuring that health care becomes universally

and more or less equitable. Investment in health care is a

necessary social investment without which the large mass

of working classes cannot realize good health and

contribution to the economy.

Under the Indian Constitution, health care is

one of a largest service sectors. The healthcare sector in

India can be viewed as a glass half empty or a glass half-

full. The challenges the sector faces are sub-stantial, from

the need to reduce mortality rates, improve physical

infrastructure, necessity to provide health insurance,

ensuring availability of trained medical personnel etc.

There has been a rise in both communicable/infectious

diseases and non-communicable diseases, including

chronic diseases. While ailments such as poliomyelitis,

leprosy, and neonatal tetanus will soon be eliminated, some

infectious diseases once thought to be under control, for

example, dengue fever, viral hepatitis, tuberculosis,

malaria, and pneumonia have re-turned in force or have

developed a stubborn resistance to drugs.

As more and more Indians have started to live a

more affluent life and adopt unhealthy diets that are high

in fat and sugar, people are prone to non-communicable

diseases / lifestyle diseases such as hypertension, cancer,

and diabetes that are expected to grow at a faster rate

than infectious diseases. In addition, the growing elderly

population will place an enormous burden on India’s

healthcare systems and services.  There are considerable

shortages of hospital beds and trained medical staff such

as doctors and nurses, and as a result, public accessibility

is reduced. There is also a considerable rural-urban

imbalance in which accessibility is significantly lower in

rural compared to urban areas. Women are under-

represented in the healthcare workforce.

The health needs of the country are enormous

and the financial resources and managerial capacity

available to meet them, even on the most optimistic

projections, fall somewhat short. India’s National Health

Policy, 2002 had to make hard choices between various

priorities and operational options. It does not claim to be

a road map for meeting all the health needs of the populace

of the country. Furthermore, it has to be recognized that

such health needs are also dynamic, as threats in the area

of public health keep changing over time. The policy, while

being holistic, focuses on the need for enhanced funding

and an organizational restructuring in order to facilitate

more equitable access to the health facilities. In addition,

the policy is focused on those diseases, which are principally

contributing to the disease burden. This is not to say that

other items contributing to the disease burden of the

country will be ignored; but only that the resources, and

also the principal focus of the public health administration,

will recognize certain relative priorities. The policy aims to

achieve an acceptable standard of good health among the

general population of the country and has set goals to be

achieved by the year 2015. However, from a global

perspective India’s public spending on health is extremely

low. In 2009 it amounted to just 1.1 per cent of GDP. Further,

public spending across states also reveals wide variations.

The total health expenditure (combining public funds,

private funds and external flows) during this period

equaled 4.1 per cent of GDP. The 12th five-year plan (2012–

17) aims to increase the public health investment from 1.1

per cent to 2–3 per cent of GDP. In the year 2013 public

health investment was 1.3 percent of GDP and the total

health expenditure of the nation was 4.0 percent to GDP

as per the World Bank data.

STATEMENT OF THE PROBLEM
The concept of human capital has gained

relatively more importance in labour surplus countries

that include India too. India is naturally endowed with

more of labour due to high birth rate under given climatic

conditions. Nowadays human capital is at risk regarding

their health which limits the quality of life and increases

their health expenditure that in turn makes them slow or

dull in work because in India people have to depend

significantly on private sector for availing different kinds

of health services. Therefore the burden of spending for

health care falls directly on households and a major part

of health care expenditure in India is out of pocket

expenditure by people which has strong adverse

implication for the poor. With the population of 1.21 crores

in India, the government is spending only 1.3 percent in

terms of GDP for health sector. When compared to the

developed and many developing countries the share of

public expenditure in the countries total expenditure on

health sector appears to be very low for India and it is

lower than other Asian countries like china (3.1), Malaysia

(2.2), Srilanka (1.4), Thailand (3.7) and Bangladesh (1.3) in

terms of public expenditure on health care as a proportion

of the gross domestic product.

SCOPE
The scope of this research is confined only to

the Indian public health care expenditure of sixteen years

from 1997-1998 to 2012-2013. This study aims to analyze

the percentage share and growth of various major

categories of public expenditure on health care. They are

N. Jeny
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medical and public health, family welfare, AYUSH, water

supply and sanitation and nutrition. The study analyzes

two determinants of health care expenditure that is

population and GDP. As the Indian government, in recent

years, is facing pressure to increase budgetary allocation

to health sector and increase it to 3 percent of GDP, on the

one hand government is facing financial crunch on the

other hand there is a demand for higher allocation in

health sector. Thus owing to its seriousness in present

and future, this research paper studied about the status

of public health expenditure of India.

OBJECTIVES OF THE STUDY
The main objectives of the study are as follows:

To analyze the percentage share of various categories of

public expenditure on health care in India during the

period of 1997-1998 to 2012-2013, to examine the growth

rate of various categories of public expenditure on health

care, and to  identify the determinants of the public

expenditure on health care. This study is based on time

series data.

SOURCE OF DATA
The present study covers a period of 16 years

from 1997-1998 to 2012-2013.The collection of data has

got its own distinctive methodology. The researcher has

used only the available secondary data for the analytical

purpose. The data were collected from various sources

such as from Hand Book of Indian Economy-Reserve Bank

of India Website http://www.rbi.org  and the Union Budget

of India Website http://www.indiabudget.nic.in/.

Two major types of expenditure have been considered

for analyzing public expenditure on health care namely,

(1) Expenditure on health - Expenditure on health

includes medical and public health, family welfare and

AYUSH. (2) Expenditure on health related matters -

Expenditure on health related includes water supply and

sanitation and nutrition. Except for water supply and

sanitation other health and health related major heads

has minor heads of expenditure separately. The data on

health expenditures medical and public health and family

welfare were taken from the ministry of health and family

welfare services, data on AYUSH was taken from ministry

of AYUSH and health related expenditures data water

supply and sanitation was taken from department of urban

development and ministry of housing and urban poverty

alleviation and department of drinking water supply which

was latterly named as ministry of drinking water and

sanitation. The nutrition expenditure data was drawn from

ministry of human resource development latterly its name

was changed as department of women and child

development in budget document of central government

department.

TOOLS OF ANALYSIS
The tools that had been used in this study are

Percentage, Annual growth rate, compound growth rate

was computed using semi log model. The semi log model

Ln(Y) = a + bt is linear in parameters and non-linear in

variables. Therefore ordinary least square technique was

used to estimate the parameters and multiple regression

model was adopted.

HEALTH EXPENDITURE
As per the Indian constitution the primary

responsibility of providing health care lies with the State

governments and bulk of the health expenditure in the

country is incurred by them. The Central Government adds

to the States’ expenditure in areas that are of national

interest and are associated with high externalities. Till

the mid-nineties the Central government incurred

expenditure primarily on family planning, selected disease

control programmes, national-level institutes and

regulatory bodies for promotion of medical education,

training, research and tertiary-level health care. Since the

late-nineties due to funding by donors expenditure has

been scaled up on maternal and child health and disease

control programmes. In 2005 with the initiation of NRHM

the Centre has begun to incur a substantial amount of

expenditure on health care. The health expenditure by

central government was categorized into three major

heads namely medical and public health, family welfare

and AYUSH.

Figure 1: Expenditure Share of Major Heads - Health
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It is evident from figure 1 that the family welfare

expenditure accounted for the largest share (59.3 percent)

in the total expenditure. The reason for this was family

welfare was accorded the highest priority and therefore

all its programmes were merged with NRHM. Through

this umbrella, the funds are transferred directly to the

community. It is a hundred percent centrally funded

programme. Health expenditure on medical and public

health and AYUSH expenditure’s share to the total health

expenditure found the places second (37.7 percent) and

third (3.0 percent) respectively. Due to the low allocation

of resources for AYUSH it has not become very popular in

the urban regions.

Figure 2: Expenditure Growth Rate of Major Heads - Health

The growth rate of expenditure on medical and

public health, family welfare and AYUSH for the years

2008-2009, 1999-2000 and 2000-2001 showed an increasing

trend.    But in the year 2012-2013 for medical and public

health, 2010-2011 for family welfare and 2011-2013 for

AYUSH the growth rate of expenditure was very low and

negative. The reason is government’s reduced

expenditure on public health organizations and

programmes, other services and supplies of family welfare

and ayurveda, homeopathy, naturopathy, yoga, siddha and

other programmes of AYUSH respectively to the above

mentioned heads.  On the whole it is observed that extreme

fluctuations were there in central government’s allocation

for health expenditure.

HEALTH EXPENDITURE OF
MEDICAL AND PUBLIC HEALTH

The government in its budget at glance 2002-

2003 had recognized medical and public health service as

the primary responsibility of the state. Consequent upon

the progress made towards planned development there

had been a considerable movement in the health services

provided for the people by the government in the past 50

years. Medical and public health broadly deals with the

public health medical services, medical education, food

and drug standards, professional councils, international

The central Government’s expenditure on

medical and public health has been categorized into minor

heads as (a) directorate general of health services (b)

central government health schemes (c) hospital and

dispensaries-allopathy (d) medical education, training and

research (e) public health programmes, organizations and

institutions and (f) other programmes like secretariat and

social services, discretionary grants, inclusive of work

outlay, setting up of a national illness assistance fund,

assistance towards expenditure on hospitalization of the

poor, prevention of food adulteration, training

programmes, drugs standard control programme, drugs

de-addiction programme, national institute of biological

standardization and quality control, national medical

library, international cooperation, development of nursing

services, medical stores organization, lump sum provision

for projects of north eastern areas and Sikkim,

department of health research, department of AIDS

control, national disease control programmes under NRHM,

health schemes, aid materials and equipment.

aid and health research. It deals with the policymaking.

Medical and public health and family welfare combined

together known as Ministry of Health and Family Welfare

(MoH&FW).

N. Jeny
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Figure 3: Expenditure Share of Minor Heads – Medical and Public Health

The figure showing that among the minor heads

medical education, training and research head has shown

highest expenditure share (32.78 percent) to the total

medical and public health as constructing and maintaining

the medical education and research institutes and

hospitals cost is high. In contrary directorate general of

health services accounted for the lowest share of

expenditure (0.49 percent).  This is due to allocation of

resources on technical expertise for the implementation

of various health programmes and collection, processing

and supply of bio medical information is not very expensive.

Figure 4: Expenditure Growth Rate of Minor Heads – Medical and Public Health

Except for medical education, training and

research the growth of expenditure on minor heads

showed negative growth rate for particular years this is

due to government’s fluctuational resource allocation

between heads. In 2004-2005 there is no positive or

negative growth in central governments expenditure for

directorate general of health services which indicating

that there is no pressure from technical experts to increase

expenditure for implementing various health

programmes. The growth rate expenditure of total medical

and public health for the year 2012-2013 was very low

compared to other years. This is due to governments

reduced expenditure for nursing services, mental health

programme, Lala Ram Swarup Institute of T.B. and Allied

Disease, procurement of meningitis vaccine for inoculation

of haj pilgrims, assistance for capacity building for trauma

centres, oversight committee, tobacco control programme,

telemedicine, prevention and control of diabetes,

cardiovascular disease and stroke, programme of deafness,

new initiatives, district hospitals and human resources

for health. The total medical and public health

expenditure by central government increased annually.

It indicates that government’s effort to increase the quality

of people’s health.

HEALTH EXPENDITURE OF FAMILY
WELFARE

India had launched the National Family Welfare

(NFW) program on 1951 with the objective of reducing

the birth rate to the extent necessary to stabilize the

population of the national economy. The family welfare

programs in India had been implemented as a hundred

percent centrally sponsored program which was now

focusing on rural as well as urban area population’s health

through NRHM and NUHM. Expenditure under family

welfare contains direction and administration, rural and

urban family welfare services, reproductive and child

health project, education, training and research and other

services and supplies which includes the expenditures by
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government on secretariat and social services, post partum

programme, free distribution of conventional

contraceptives, commercial distribution, area projects,

involvement of other departments. and voluntary

organizations etc, sterilization beds, family planning

services and other schemes, investment in public

enterprises, procurement of cold chain equipment,

strengthening of immunization program and eradication

of polio, maternal benefit scheme, transport,

compensation, family welfare linked health insurance,

lumpsum provision for the benefit of north eastern areas

and Sikkim, routine immunization, pulse polio

immunization, family welfare under NRHM, flexible pool

of state project implementation plans (PIPs) - mission

flexible pool, NGOs, management information system

national commission on population, social marketing area

projects, international contribution.

Figure 5: Expenditure Share of Minor Heads – Family Welfare

The other services and supplies accounted first

place in its expenditure share (44.5 percent). This is

because government focused on enhancing

infrastructural facilities. Urban family welfare accounted

very lowest expenditure share (1.55 percent) because

private hospitals played an important role in urban areas.

Figure 6: Expenditure Growth Rate of Minor Heads – Family Welfare

The central government’s expenditure on minor

heads shows fluctuating growth rate. Pointing on total

family welfare it also shows fluctuating expenditure growth

rate. Particularly in 2010-2011 its growth was negative (-

1.77 percent). Except for 2010-2011 expenditure on family

welfare programmes increased in actual terms. After the

initiation of reproductive and child health programme

(1997) government’s expenditure to this major head

increased annually.

HEALTH EXPENDITURE OF AYUSH
The umbrella term, Indian Systems of Medicine

and Homeopathy (ISM&H), include Ayurveda, Siddha,

Unani, Homeopathy and therapies such as Yoga and

Naturopathy. Practitioners of ISM&H catered to all the

health care needs of the people before modern medicine

came to India. The Department of AYUSH envisaged a

multipronged approach for achieving the objectives to give

focused attention to the development and optimum

N. Jeny



      www.eprawisdom.com  Vol - 4,  Issue- 10,  October  2016 84

EPRA International Journal of Economic and Business Review
utilization of Indian Systems of Medicine and Homeopathy

by way of bringing these systems into the mainstream and

gainfully utilizing the vast resources in this sector. The

major strength of ISM&H system is that it is accessible,

acceptable and affordable. Expenditure under AYUSH

includes ayurveda, homeopathy, unani, yoga, naturopathy,

siddha and other programmes consist of expenditures by

government on secretariat and social services, national

medicinal plants board, development of common facilities

for AYUSH industry clusters, development of AYUSH

institutions, provision for projects for the benefit of the

north eastern  areas and Sikkim, quality control of ASY

and H drugs, hospitals and dispensaries under NRHM,

national mission on medicinal plants, investment in public

enterprises, provision for AYUSH expansion in CGHS,

international exchange programme, TKDL and statutory

institutions, central council of Indian medicion (CCIM),

up gradation of pharmacopoeial committee on ASU and

creation of unified pharmacopoeial commission, PLIM,

Ghaziabad a subordinate office under the department,

survey on usage and acceptability of AYUSH system, re-

orientation training programme of AYUSH personnel/

continuing medical education (ROTP/CME), funding of

NGOs for revitalization of local health traditions/midwifery

practices/ bone setters/ veterinary care etc, AYUSH and

public health, scheme for acquisition, cataloging,

digitization and publication of text book and manuscripts,

development of AYUSH IT tools, applications and networks.

Figure 7: Expenditure Share of Minor Heads - AYUSH

The government’s expenditure on other

programmes of AYUSH accounted largest share (49.77

percent). This is because the government focused on

enhancing infrastructural facilities and training of

physicians, teachers, technicians and research workers in

ISM. Yoga, naturopathy and siddha have shown its lowest

expenditure share (4.27 percent).From 1997 to 2000

ayurveda has given higher priority followed by other

programmes. In the subsequent years expenditure on

other programmes was accorded the highest priority.

Figure 8: Expenditure Growth Rate of Minor Heads – AYUSH

The growth rate of expenditure on AYUSH is

fluctuating. In the initial years there was an increasing

trend although fluctuations are observed. But from 2010

onwards the growth rate of expenditure was found to be

negative. This indicates that the government is slowly

opting out from taking responsibility even for important

social sector like health.

HEALTH RELATED EXPENDITURE
The health related expenditure by central

government was categorized as two major heads namely
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water supply and sanitation and nutrition. Safe drinking

water supply and basic sanitation are vital human needs.

Disease, drudgery and death particularly of children every

year are directly attributed to the lack of these

requirements. The poor specially women and children are

the primary victims. Access to safe drinking water and

basic sanitation is hence a crucial component of social

and economic development. Providing safe drinking water

to all habitations is one of the monitorial targets of the

Indian five year and annual plans. The most crucial

nutritional challenges that India is facing today includes

low birth weight due to under nutrition of the mother

and foetus, under nutrition and stunting among children

and under nutrition in adults, micronutrient malnutrition

especially iron, vitamin A and iodine and on the other

hand chronic energy excess and over nutrition and

associated health problems. India is one among the

developing world, beginning to face the phenomenon of

nutrition transition that means national health systems

need to cope with both the high cost of treating diet-

related NCDs and fight under-nutrition. Every year the

central government is giving grants to the state

governments to meet the needs of people on water supply,

sanitation facilities and nutritional life for healthy life.

                             Figure 9: Expenditure Share of Major Heads – Health Related

It is clear from above figure central government

is giving higher priority to health related issues. It is

funding almost 50 percent of the water supply and

sanitation and nutrition programmes. Water supply and

sanitation accounted highest expenditure share (54.1

percent). On the whole, in the initial phase i.e. 1997-1998

its percentage share was 69.78 and declined in 2012-2013

as 44.98 percent. The reason for this decline was

government’s reduction of provisions to urban water

supply and sanitation. In contrary nutrition head

accounted lowest percentage share 30.22 in 1997-1998

and increased in 2012-2013 as 55.02 percent. It indicates

that women and child development department started

to give much priority to nutritional life of children,

adolescent girls and women.

The central government’s expenditure on these

two heads shows fluctuating growth rate. Especially in

2011-2012 water supply and sanitation’s growth went to -

5.65 percent. This is due to government’s reduction of

provisions to both rural as well urban water supply and

sanitation. In actual amounts health related expenditures

increased annually. It indicates that the government taking

efforts for people to have sustainable access of safe

drinking water, basic sanitation and nutritional life.

N. Jeny
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HEALTH RELATED EXPENDITURE
OF NUTRITION

Recognizing the importance of optimal nutrition

for health and human development, India adopted multi-

sectoral, multi-pronged strategy to combat major public

health problems of chronic energy deficiency, iodine

deficiency disorders, vitamin a deficiency and anemia due

to iron and folate deficiency and to improve nutritional

status of the population. Constitution of India states that

“the State shall regard raising the level of nutrition and

standard of living of its people and improvement in public

health among its primary duties”. Expenditure under

nutrition contains Integrated Child Development Schemes

(ICDSs), day care centers and other schemes which

includes balwadi nutrition programme, national nutrition

mission goals, provision for nutrition scheme for the

benefit of north eastern region and Sikkim, food and

nutrition board’s nutrition education and training activities.

Figure 11: Expenditure Share of Minor Heads – Nutrition

The ICDS’s shows highest expenditure share

(98.5 percent). The reason was to universalize this scheme

the government has approved a cumulative number of

7076 projects and 14 lakh anganwadi centres/mini

anganwadi centres including 20000 anganwadi on

demand. Day care centres (1.1 percent) and other schemes

(0.4 percent) accounted lowest share.

Figure 12: Expenditure Growth Rate of Minor Heads – Nutrition

Except ICDS’s other two minor heads

experienced negative expenditure growth. The minor

heads and total nutrition expenditure shows fluctuational

growth rate. In 2005-2006 growth rate of ICDS’s and total

nutrition was very high. The key reason is government

started to spend 64.68 crore for expanded Kishori Shakti

Yojana (KSY) and 12 crore for newly implemented

Karyakatri Bima Yojana (KBY). The table also reveals that

government’s total expenditure on nutrition was increased

in actual terms. This is because of pressure put by Ministry

of Women and Child Development on government.

HEALTH CARE EXPENDITURE
Improvement in the health status of the

population has been one of the major thrust areas for the

social development programmes of the country. This was

to be achieved through improving the access to and

utilization of medical and public health, family welfare,

AYUSH, water supply, sanitation and nutrition services
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with special focus on underserved and under privileged

segments of population. Over the last decades India has

built up vast health infrastructure and manpower at

primary, secondary and tertiary care in Government,

voluntary and private sectors. The population has become

aware of the benefits of health related technologies for

prevention, early diagnosis, and effective treatment as

well as rehabilitation for a wide variety of illnesses and

accesses available services. Technological advancement

and improvement in access to health care technologies,

which were relatively inexpensive and easy to implement,

had resulted in steep decline in mortality rate.  The

enormity of the challenge in health was realized when the

eleventh plan (2007-2011) was formulated and an effort

was made to increase central plan expenditures on health

care.

Figure 13: Expenditure Share of Health Care Categories – Health Care

The health sector accounted for highest

expenditure share (55.7 percent) by government. And

health related matters cover only 44.3 percent

expenditure. The reason is pressure for health services

increasing in all states of India rather than health related

expenditure. Among all the social service sectors the

central government has given due importance to health

sector. The government has allocated huge funds both

for health and health related expenditure.

Figure 14: Expenditure Growth Rate of Health Care Categories and Health Care

In actual term government’s overall health care

expenditure showed steady growth rate. In the year 1997-

1998 its expenditure was only 5483.78 crore. But in the

end 2012-2013 its expenditure was 57826.18 crore. Due to

globalization the pressure on the government to improvise

the quality of life of human resource was increasing and

hence government has given due allocation for the sector

although the demands are much higher.

N. Jeny
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COMPOUND GROWTH RATE OF EXPENDITURE

Table 1: The Rate of Growth of Expenditure on Health and Health Related Major Heads
and Total Health Care, India, 1997-1998 to 2012-2013

Variables β (b) R2 Level of
Significance

CGRMedical and Public Health Expenditure 0.144 0.970 0.000 15.49Family Welfare Expenditure 0.147 0.988 0.000 15.84AYUSH Expenditure 0.184 0.965 0.000 20.20Total Health Expenditure 0.146 0.989 0.000 15.72Water Supply and Sanitation Expenditure 0.154 0.976 0.000 16.65Nutrition Expenditure 0.225 0.969 0.000 25.23Total Health Related Expenditure 0.183 0.980 0.000 20.08Total Health Care Expenditure 0.162 0.988 0.000 17.59
Source: Computed Data, CGR - Compound Growth Rate

The R2 values for all the variables were more

than 0.9. This indicates the log linear method is good fit.

At 5 percent level the results are found to be statistically

significant. For all variable compound growth rate of

expenditure was positive indicator. For AYUSH (20.20),

nutrition (25.23), health related expenditure (20.08) and

total health care (17.59) it is verifying that the government

has taken health very seriously.

Table 2: The Rate of Growth of Expenditure on Health and Health Related Minor Heads,
India, 1997-1998 to 2012-2013

Variables
β (b) R2

Level of
Significance CGRDirectorate General of Health Services Expenditure 0.070 0.789 0.000 7.25Central Government Health Schemes Expenditure 0.091 0.800 0.000 9.53Hospital and Dispensaries – Allopathy Expenditure 0.172 0.853 0.000 18.77Medical Education, Training and Research Expenditure 0.142 0.967 0.000 15.26Public Health Programmes Expenditure 0.086 0.811 0.000 8.98Other Programmes of Medical and Public Health Expenditure 0.279 0.966 0.000 32.18Direction and Administration Expenditure 0.116 0.899 0.000 12.30Rural Family Welfare Services Expenditure 0.125 0.851 0.000 13.31Urban Family Welfare Services Expenditure 0.094 0.842 0.000 9.86Reproductive and Child Health Project Expenditure 0.162 0.776 0.000 17.59Education, Training and Research Expenditure 0.093 0.917 0.000 9.75Other Services and Supplies of Family Welfare Expenditure 0.163 0.956 0.000 17.70Ayurveda Expenditure 0.149 0.906 0.000 16.07Homeopathy Expenditure 0.162 0.953 0.000 17.59Unani Expenditure 0.162 0.956 0.000 17.59Yoga, Naturopathy and Siddha Expenditure 0.174 0.874 0.000 19.01Other Programmes of AYUSH Expenditure 0.232 0.884 0.000 26.11Integrated Child Development Schemes Expenditure 0.227 0.970 0.000 25.48Day Care Centres Expenditure 0.135 0.786 0.000 14.45Other Schemes of Nutrition Expenditure 0.082 0.498 0.002 8.55

Source: Computed Data, CGR - Compound Growth Rate

The R2 values for all the variables were between

0.5 and more than 0.9. This indicates the log linear method

is normal fit. At 5 percent level the results are found to be

statistically significant. For all variable compound growth

rate of expenditure was positive indicator.  Between health

expenditures other programmes of medical and public

health has utmost compound growth rate 32.18 and in

health related ICDS’s has highest growth rate 25.48. It is

indicating that the central government has taken health

and health related services very seriously.

FACTORS OF HEALTH CARE
EXPENDITURE

To find out the factors determining government

expenditure on health care two important influencing

factors were taken for this study namely Population and

Per capita GDP. To analyze the level of impact of these two

variables on government expenditure on health care

regression was run. The OLS method Y
t
 = 0 + 1

X
1t
 +

2
X

2t

t+
3
X

3t
 + U

t
was applied.
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Table 3: Determination Analysis of Government Expenditure on Health Care, India, 1997-1998

to 2012-2013

Source: Computed Data, * Represents significant at 5 percent level

Variables
Independent Variables

R2GDP
(X1)

Population
(X3)Total Health Expenditure 1.314* -371.556 0.98Total Health Related Expenditure 1.608* -724.110* 0.98Total Health Care Expenditure 2.922* -1095.666 0.98

The estimated coefficients of GDP (X
1
) are

significant at 5 percent level which indicates one percent

increase in per capita GDP leads to an increase in

dependent variables expenditure by 1.314, 1.608 and 2.922.

In contrary one percent increase in population by crore

not leaded dependent variables expenditure by -371.556,

-724.110 and -1095.666. Except for health related

expenditure estimated coefficients of population (X
2
) are

insignificant at 5 percent level. The estimated R2 values

0.98, 0.98 and 0.98 indicate that two explanatory variables

chosen had explained to the extent of 98 percent variation

in the public expenditure for all dependent variables.

SUGGESTIONS
In order to increase the government expenditure for

health sector the following suggestions are made.
1. A monitoring and evaluating committee at the

central and state level has to be constituted to
ensure efficiency in health sector.

2. The government must initiate all India health
services by employing workers and by setting up
more medical and nursing schools particularly
in village areas.

3. The government of India should ensure that all
Indian citizens should be covered by the health
insurance scheme.

4. The government should conduct awareness
programmes on healthy life styles so that
incidence of life style diseases can be reduced.

5. The government must review and implement
the recommendations given by High Level Expert
Group.

These are some of the ways that the government can

increase health and health related services and stride

towards a healthier India.

CONCLUTION
The analysis revealed that government’s fund

allocation is grossly insufficient to meet the demands of

the ever increasing population. Since health is an extremely

essential service it should be available and accessible to

the entire population. Privatization of health care facilities

should be avoided to ensure healthy human capital.

REFERENCES
1. Chatterjee, Biswajit. (2009). Globalization and Health

Sector in India. New Delhi: Deep and Deep Publication
Limited. pp.44-105

2. Doss, Sagaya S. (2008). Economic Analysis of Health Care
Services (A Study with reference to people perception).
New Delhi: Serials Publications. pp.16-150

3. Haldar, Sushil K.R. and Debaprasad Sarkar. (2009). Health,
Income and Health Expenditure in Indian States: A Search
for Causal Explanation. Prankrishna Pal, Contemporary
Issues in Development Economics (Models and
Applications). New Delhi. pp.121-145

4. Jeyaraj, Nirmala, ed. Introduction to Research Methodology
(A Multidisciplinary Approach). Madurai: Lady Doak
College Publication. p.131

5. Kutty, V Raman. (1999). A Premier of Health Systems
Economics. New Delhi: Allied Publishers. pp.17-63

6. Singh, Ramesh. (2010). Indian Economy for Civil Services
Examination. 2nd ed. New Delhi: Tata McGraw Hill
Education Private Limited. p.22.16

7. Srivatava R.K. (2011). State of Health Care in India. New
Delhi: DPS Publishing House. pp.50-52

8. Sundar I. (2009). Principles of Health Econimics. New
Delhi: Sarup Book Publishers. pp.364-367

9. Vora, Rjshree. (2010). Challenges in Health Management.
New Delhi: Akhand Publishing House. pp.12-13

10. Zweifel, Peter and Friedrich Breyer. (1997). Health
Economics. New Delhi: Oxford University Press.   pp.1-
15

11. Audinarayana N. (2011). “Factors Affecting the Utilization
of Public Health Sector Facilities in Tamil   Nadu: An
Analysis of NFHS, 2005-06 Data”. Demography India,
Journal of Indian Association for the Study of Population,
Vol: 40, No: 2, July-December 2011. pp.69-79

12. Duggal, Ravi, Sunil Nadraj and Asha Vadair. (1995).
“Health Expenditure across States- Part I”. Economic
and Political Weekly, Vol no. 15. pp.834-835

13. Veluchamy V. (2012). “An Analysis of Social Sector
Expenditure in India since 1990-1991”. Unpublished Thesis,
Madurai Kamaraj University.

14. Fuchs, Victor R. (1987). Health Economics. Retrieved from
http://www.dictionaryofecon omics.com/articles_by_topic

15. Doll, R. (1992). Health and the Environment in the 1990’s.
Retrieved from http://ajph.ap hapublications.org/toc/ajph/
82/7

16. Reddy, K.N. (1992). Health Expenditure in India (No.14).
NIPFB Working Paper. Retrieved from http ://
ww w.n ip fp.org . in /medi a/pdf /work i ng_papers /
WP_1992_119.pdf

N. Jeny



      www.eprawisdom.com  Vol - 4,  Issue- 10,  October  2016 90

EPRA International Journal of Economic and Business Review
17. George, A. Shah I and Nandraj S. (1994). A Study of

Household Health Expenditure in Madhya Pradesh.
Retrieved from http://www.cehat.org/publications/
rhr4.html

18. Saracci, Rodolfo. (1997). The World Health Organization
Needs to Reconsider its Definition of Health. Retrieved
from http://www.bmj.com/content/314/7/091/1409?tab=c
itation

19. Helmut Herwartz and Bernd Theilen. (2000). The
determinants of health care expenditure: Testing Pooling
restrictions in Small Samples. Retrieved from http://citesee
r x . i s t . p s u . e d u / v i e w d o c /
download?doi=10.1.1.32.1166&rep=rep1&type=pdf

20. Bhat, Ramesh and Nishant Jain. (2004). Analysis of public
expenditure on health using state level data. Retrieved
from http://www.iimahd.ernet.in/publications/data/2004-06-
0 8rbhat.pdf

21. Cavagnero, Eleonora, et al. (2006). Health Financing in
Argentina: An Empirical Study of Health Care Expenditure
and Utilization. Retrieved from http://www.who.int/
healthfin ancing/documents/arg entina_cavagnero.pdf

22. Ghuman B.S, and Akshat Mehta. (2009). Health Care
Services in India: Problems and Prospects. Retrieved from
http://www.umdcipe.org/conferences/policy/exchanges/
conf_p apers/Papers/1551.pdf

23. Achala S Yareseeme and Anaka Aiyar. (2010). Analysis of
Expenditure on Health by the Government of Karnataka.
Retrieved from http://www.cbps.in/wp-content/themes/
cbps/p df/karnataka-health-financing.pdf

24. Rama Pal. (2010). Analyzing Catastrophic OOP Health
Expenditure in India: Concepts Determinants and Policy
Implications. Retrieved from http://www.igidr.ac.in/pdf/
publica tion/WP-2010-001.pdf

25. Research Analyst, DSAED. (2010). Role of Health in
Economic Development. Retrieved   from http://
w w w . a i d . g o v t . n z / s i t e s / d e f a u l t / f i l e s /
T h e % 2 0 R o l e % 2 0 H e a l t h % 2 0 i n % 2 0 E c o n o m
ic%20Development.pdf

26. Sarit Kumar Rout. (2010). Public Expenditure on Health
Care in Orissa Focus on Reproductive and Child Health
Services (No.12). Health and Population Innovation
Fellowship Programme Working Paper. Retrieved from
http://www.popcouncil.org/uplo ads/pdfs/wp/India_HPIF/
012.pdf

27. Swadhin Mondal, et.al. (2010). Catastrophic out-of-pocket
payments for health care and its impact on household:
Expenditure from West Bengal, India. Retrieved from http:/
/ww w.researchgate.net/profile/Henry_Lucas/
publiccation/266879282_Catastrophic_out-of-p
ocket_payment_for_health_care_and_its_impact_on_households_Experience_from_

               link54b3c0810cf2318f0f957613.pdf?inViewer=true&disableCoverPage
     =true&origin=publication_detail28.Zur. (2010). Public

Health Sector Expenditure, Health Status and Their Role
in Development of Pakistan. Retrieved from http://
hss.ulb.uni-bonn.de/2010/2382/2382.pdf

29. Arya. S.B. (2011). Comparative study of Public and Private
Health Services In Mumbai Region Availability and
Utilization Pattern. Retrieved from http://shod/
hganga.inflibnet. ac.in:8080/jspui/bitstream/10603/7213/9/
09/chapter%203.pdf

30. Houng Do, Thu, Shasha Li and Hailong Zhao. (2011). The
Relationship between Government Health Investment and
Economics Growth. Retrieved from http://econ.net23 .net/
econ/edu/cup/reports/2011/h ealth.pdf

31. Lee, Kenneth J. (2011). Essays in Health Economics:
Empirical Studies on Determinants of Health. Retrieved
from http://hanson.gmu.edu/temp/Ken/Leethesis.pdf

32. Meena Daivanandam. (2011). Catastrophic Health
Expenditure and Coping Strategies Associated with Acute
Coronary Syndrome in Kerala, India. Retrieved from http:/
/Icmr.  nic.in/ijmr/2012/october/1006. pdf

33. Mila, Zahra Elmi and Somaye Sadegh. (2011). Health
Care Expenditure and Economic Growth in Developing
Countries: Panel Co-Integration and Causality. Retrieved
from   http://idosi.org/mejsr/mejsr12(1)12/15.pdf

34. Sanjay, K. Mohanty, et al. (2011). Out-of-pocket
expenditure on health care among elderly and non-elderly
households in India. Retrieved from http://www.iussp.org/
sItes/d efault/files/event_call_for_papers/140113/Latest/
Paper/revised.pdf

35. Sonali Chakraborty. (2011). Catastrophic Household
Expenditure on Health Care in Urban Slums of Cuttack:
Focus on Health Sector Reform in Odisha. Retrieved from
http: //www.researchersworld.com/vol2/issue2/
Paper_15.pdf

36. Wang, Shijun. (2011). Health Systems in Rural Areas: A
Comparative Analysis in Financing Mechanism and
Payment Structure between China and India. Retrieved
from  http://www.phmed.umu.se/jukghdigitalAssets/76/
76119_inla/ga/shijun/wang.pdf

37. Report of the Steering Committee. (2012). Health for the
12 th Five Year Plan, Health Division, Planning
Commission, Retrieved from http://
planningcommission.nic.in./about us/committee/strgrp12/
str_health0203.pdf

38. T. Subba Lakshmi, Prasant Kumar Panda and Himanshu
Sekhar Rout. (2012). An Analysis of Pattern and
Determinants of Public Expenditure on Health in Andhra
Pradesh, India. Retrieved from http://
www.researchgate.net/profile/Himanshu_Rout3/pu
blication256035474_An_Analysis_of_Pattern_and_Determinants_of

          Public_Expenditure_on_Health_in_Andhra_Pradesh_India/
links/5437f2fc0cf2d5fa292b7f49.pdf?inViewer=true&

        disableCoverPage=true&origin=publication_detail
39. Alihussein Samadi and Enayatollah Homaie Rad. (2013).

Determinants of Health Care Expenditure in Economic
Cooperation Organization Countries: Evidence from Panel
Cointegration Tests. Retrieved from http://
www.ncbi.nlm.nih.gov/pmc/articles/PMC3937 933/

40. Peter Wennerholm, et al. (2013). India’s Health Care
System Overview and Quality Improvement. Retrieved
from http://www.tillvaxtanalys.se/download/
18.5f097bc113ea/cc 3d6d5140/13690336/575 07/
direct_response_2013.pdf

41. Prasant Kumar and Aliva Dipali Panda. (2013).
Determinants of State Level Financing of Health: Panel
Data Evidence from Southern Indian Status. Retrieved
from http://www  .jyoungeconomist.com/images/stories/
03_EEQEL_V2_N2_June2013_Panda_Panda_pp_41_52.pdf



   www.eprawisdom.com  Vol - 4,  Issue- 10,  October  2016 91

e-ISSN : 2347 - 9671, p- ISSN : 2349 - 0187
42. Advait Rajagopal. (2014). Is’ Government Spending in India

Just a Number? Public Health Expenditure vs. Infant
Mortality Rate. Retrieved from http://www.researchgate.n
e t / p r o f i l e / S u c h i _ D u b e y 2 / p u b l i c a t i o n /
271843954_UAE_Banks_Financial_Merit_Diagnosis_Using_Dual-
C l a s s i f i c a t i o n _ S c h e m e / l i n k s /
5 4 d 4 5 f 2 3 0 c f 2 4 6 4 7 5 8 0 5 c d b 1 . p d f ? i n V i e w e r =
true&disableCoverPage=true&origin=publication_detail

43. Anitave Kumar, et al. (2015). A Study on Morbidity Pattern
Health Care Utilization and Health Expenditure in a Urban
Community of Kolkata. Retrieved from http://medrech.co
m / s i t e s / d e f a u l t / f i l e s / a r t i c l e s /
118%20A%20STUDY%ON%20ON%20MORBIDITY%20PA
TTERN%2C%20HEALTH%20CARE%20UTILIZATION%20AN

             D%20HEALTH%20EXPENDITURE%20IN%20A%20URBAN%2
       COMMUNITY%20OF%20KOLKATA.pdf
44. Indrani Gupta, Samik Chowdhury. (2014). Correlates of

out-of-pocket spending on health in Nepal: Implication for
Policy. Retrieved from http://www.searo.who.int/publica
tions/journals/seajph/issues/seajphv3n3p238.pdf

45. N. Rajeshkumar and P. Nalraj. (2014). Public Expenditure
on Health and Economic Growth in Selected Indian States.
Retrieved from http://www.ijsr.net/archive/v3i3/MDIw
MTMxMjA0.pdf

46. Shongkour Roy. (2014). Determinants of Health Care
Expenditure on Human Capital and Economic Growth in
Bangladesh: A Longitudinal Data Analysis from 1995-2010.
Retrieved from http://jprhc.in/index.php/ajprhc/article/
download/153/121

47. Vaibhav Khandelwal. (2014). Impact of energy consumption,
GDP and Fiscal Deficit on Public Health Expenditure in
India: ARDL Pound Testing Approach. Retrieved from http
: / / p a p e r s . s s r n . c o m / s o l 3 / D e l i v e r y . c f m /
SSRNID2529796code920036.pdf?abstractid=2529796&mirid=1

N. Jeny


