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HEALTH CARE, like education, housing,
old age security and other social provisions,
has nowhere in the world been able to make
an effective contribution without the active
participation of the state. Even in the most
advanced countries the role of the state has
been extremely critical in assuring that health
care becomes universally and more or less
equitably available. Investment in health
care is a necessary social investment without
which the large mass of working classes
cannot realise good health and contribute to
the economy.

Sample Survey Organisation (NSSO) and
the Registrar General 1 s Office (RGO).While
the former covers a very wide range of social
and economic facts the latter is largely
concerned with demographic and related
parameters including the census operations.
Both the NSSO and R G O have made
invaluable contributions to the information
system in the country and the quality of their
data is definitely much better than the returns
which public agencies file for the CSO to
compile. However, even these agencies have
not been able to overcome the time lag.

In India, though the state has a large stake
in the health sector, investment has not been
effectively utilised. Part of the reason is a
maldistribution of investment and part, other
factors such as the growth of the private
sector which makes for an unhealthy
competition for manpower resources, etc.
The unchecked growth of private health care
and its absolutely unregulated functioning
in India, unlike in most other countries where
a l^rge private sector exists, has made
profiting from human misery a big business.
The consequence of this is underdeveloped
health services, public and private, and the
poor health of the people in the country.
Documentation on the health sector, like
other social sectors is quite unsatisfactory.
Thanks to state institutions there is some
bas ic accumulation of information on the health
sector, though mostly on the public health
sector. Whereas some information on private
health institutions and human power are available due to a system of registration, even
though incomplete and inadequate, information on investment and financing of the
private health sector is virtually non-existent,
except for few small field research studies.
The main clearing house for most
information, including on the health sector
is the Central Statistical Organistion (CSO)
which is supported by the state statistical
b u r e a u s in c o l l a t i n g and c o m p i l i n g
information. Information is gathered from
the various departments, ministries and other
public bodies of the central and state
governments. A time lag of two to three
years is considered normal. Of course, some
departments and some states are more
efficient and hence in such cases their own
data compendia are more up-to-date. Apart
from this data is also generated through
large-scale surveys, etc, by the National

For the health sector the clearing house
at the national level is the Central Bureau
of Health Intelligence (CBHI) which too has
state level health bureaus compiling and
processing health information. The CBHI,
for various reasons, is a very poor clone of
the CSO. It brings out an annual publication
called Health Information of India (earlier
called Health Statistics of India) which is
the main compendium on health sector data
for the country. Despite computerisation,
the quality of data has deteriorated over the
years and the agencies which supply the data
have become indifferent to the quality of
information gathered.
State health departments, health programme desks, state medical and other
councils, medical colleges, hospitals, district
health offices, etc, private bodies like
registered practitioners, nursing homes and
hospitals, laboratories and diagnostic centres
and pharmaceutical companies do not
c o m p l y e v e n with the r u d i m e n t a r y
requirements of filing the minimum returns.
Given the above scenario the health services
data are at best proximate indicators.
However, the data pertaining to public sector
health expenditures are very reliable and all
this is available in a single document, the
Combined Finance and Revenue Accounts
published by the Comptroller and Auditor
General of India. As yet data are available
only upto 1985-86 in published form. For
the years after this we have relied on state
budget documents.
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Public expenditures on health care and
selected health programmes/activities
constitute the main focus of the present
compilations. However, one cannot look at
expenditures in isolation of the services being
provided and hence we have also put together
selected health infrastructure data.

STRUCTURE OF HEALTH C A R E SERVICES

The structure and pattern of health care
delivery has been a continuum from the
colonial period. After independence no
attempt has beenmade to radically restructure
health c a r e s e r v i c e s in s p i t e of the
recommendations of the Bhore Committee
Report [Government of India 1994]. On the
contrary, aspects contributing to inequality
were strengthened; for instance, production
of doctors for the private sector, concentration
of medical services disproportionately in the
urban areas, financial subsidies by the state
for setting up private practice and private
hospitals, allowing a large number of doctors
and nurses trained at the cost of public
exchequer to migrate abroad.
Though in India we have a significantly
large public health sector, the larger private
health sector, mostly for curative care,
completely dwarfs the former's presence.
The private sector has witnessed rapid growth
since the mid-70s, and its presence is
overwhelming in the area of general practice.
Numerous studies show that over 80 per cent
of such care is provided by the private sector.
With regard to hospital care available data
shows a 50-50 share between the two sectors.
Data culled out from various sources and
presented in Tables A and B provide the
necessary evidence in this respect.
Apart from the public-private dichotomy
which restricts access of the poor to health
care services, there is an even more severe
inequality that of rural-urban distribution of
healthcare services. Rural areas are neglected
both by the public sector and the allopathic
private health sector. For instance, in 1991
of all hospitals and beds in the country only
32 per cent, and 20 per cent respectively,
were in the rural areas, i e, 0.57 hospitals
and 20.3 beds per 1,00,000 population in
rural areas as compared to 3.53 hospitals and
238 beds per 1,00,000 population in urban
afreas.
T o improve the access of the rural
population, the state has been setting up
primary health centres (PHCs) in rural areas.
During the Sixth and Seventh Plan period
there was a massive expansion of the PHC
Infrastructure to reach the target of one PHC
per 30,000 rural population. Except for some
states, this target has been realised but this
has not had the expected impact of making
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primary health care universally and freely
available. Studies done even during the latter
years of the Seventh Plan and also more
recently shows that P H C s are grossly
underutilised primarily because they are
inadequately provided (staff, medicine,
equipment, transport, etc) and because the
entire focus of the health programme through
PHCs is incompleting family planning targets
[1CMR 1991; Gupta JP et al 1992; Ghosh
B 1991].
So what does the rural population do to
meet its medical care requirements? They
either crowd the taluka or district hospitals
or even private practitioners and private
hospitals in the cities when the situation
demands, or more often they use locally
available private practitioners who are mostly
qualified in non-allopathic systems or persons
running a practice without any qualification.
The 1981 census, for instance, showed that
as many as 59 per cent of qualified nonallopathic doctors worked in the rural areas,
while only 27 per cent of allopathic doctors
were working in villages and that too mostly
in government service. For the non-qualified
practitioners, there is no national level data
available. A study in UP by SRI-IMRB
gives an estimate of about 1,87,000 rural
private practitioners (in 1990) for the state,
with only half of these having formal
qualifications in any system of medicine
[Rhode J E, Viswanathan H 1994].
India is a large country with very marked
inter-regional differences - linguistic, ethnic,
historical, geographical, economic and
political. All these differences in tandem
c o n t r i b u t e to t h e d e v e l o p m e n t or
underdevelopment of the health sector. It is
evident from the tables (2 to 6) that there
exists a close relationship between the overall
development of the state and its health
infrastructure development. States with the
better health infrastructure availability are
also the economically better developed ones.
The exception of Kerala is well known and
does not need further discussion. Then north
eastern states, other hill states, and smaller
states s h o w a better a c h i e v e m e n t in
availability of health services because of the
low population density in these states.
Perhaps Goa is the only state amongst these
that may be regarded as having a good level
of health care development.
Further, within the states the rural-urban
gaps hold for all states. However, some
states which have had a consistently high
investment in the health sector, especially
in rural areas have been able to reduce this
gap. For instance, where bed:population
ratios are concerned, the least urban-rural
gap is in Kerala (twice), Punjab (thrice)
among major states and Goa (four times),
Manipur (twice) and Mizoram (five times)
among the smaller states. The largest gap
is in Bihar (76 times) J and K (73 times),
Haryana (40 times), Rajasthan (37 times),
Himachal (55 times) and Meghalaya (115
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times). Also it is therefore no coincidence
that in the former group of states the rural
population enjoy a better status than in the
latter group.
HEALTH CARE EXPENDITURES

The presence of the private health sector
is overwhelming. Therefore, it is natural that
it accounts for a larger part of health care
expenditure also. Unfortunately, at the macro
level there is virtually no information on
private health expenditures. In the recent
years micro studies have provided a good
deal of information on the private health
sector, including expenditures.
Various micro studies right from 1944
onwards to the most recent show that the
share of the private sector in health care
expenditures has always been around 80 per
cent of total health expenditure. The 1944
study by R B Lai quoted by the Bhore
Committee report showed private health
expenditure to be Rs 2.50 per capita as

against a state health expenditure of Rs 0.36
per capita. Similar studies in various states
by S C Seal in the 50s showed private health
expenditure to be between 83 and 88 percent
of total health expenditure. In studies done
in 60s and 70s also an average share of the
private health sector was above 80 per cent
[Duggal R 1991 ]. Recent studies also show
a similar pattern. This clearly indicates that
the financial burden borne by households is
substantial and given the overall poor
purchasing capacity such a heavy private
burden becomes questionable. Because when
illness strikes it necessarily eats into food
consumption and other necessities, and worse
still, the capacity to earn if the patient happens
to be an earner.
As stated at the outset the main focus of
the present compilation is public health
expenditures in the country and the states 1
Public health care service, in India even
though grossly inadequate are large in
numbers and are involved in providing a
wide array of services, unlike the private

TABle A: REPORTED UTILISATION OF HEAITH CARE FACiTTIeS IN SeleCTeD IMporTANT STUDIES
(Percentages)

Sources: 1 NSSO, 1989; 2 NCAER, 1992; 3 Kanan, Thankappan et al 1991; 4 Duggal R
S Amin, 1989; 5 George A et al, 1993.
Figures in parentheses are combined percentages of the columns on either side.
TABL E B : PROFILE

of-

PUBLIC AND PRIVATE SECTORS (PERCENTAGE

Note: * Not Available.
Source: Health Information of India, respective years.
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Distribution)

sector which provides only curative and
diagnostic services.
The ministries of health and related bodies
provide curative services (mostly, in urban
areas), health insurance programmes for
specified organised sector employees and
government employees, run national control
and eradication programmes for diseases
like leprosy, tuberculosis, AIDS, malaria,
blindness, guineaworm, goiter, etc, run
institutions to provide education fordoctors,
nurses and paramedics and for the conduct
of medical and related research, run a primary
health care programme in rural areas and a
massive family planning p r o g r a m m e right
across thelengthand breadth of thecountry.
For running this there is a large bureaucracy
and a huge army of line workers. For instance,
as of March 1991 in the rural areas the state
was e m p l o y i n g 3 , 1 1 , 4 5 5 line w o r k e r s
(doctors, nurses, pharmacists, paramedics)
and 2,93,400 support staff (clerks, ward boys,
drivers, surveyors, etc). It may be noted that
these were 39 per cent less than the stated
r e q u i r e m e n t f o r the e x i s t i n g h e a l t h
infrastructure in place. The bureaucracy too
is huge. The Central Ministry of Health
employs over 30.000 persons. The figures
for the states is not available but it must be
a whopping amount considering the fact that
health services are a state-subject. To finance
this apparently massive infrastructure the
central and state governments are today
spending Rs 7,867 crore of which the share
of states is 91 per cent (including central
grants). This amount works out to Rs 85 per
capita and is only 2.63 of total government
expenditure and barely 1 per cent of GDP.
For the p u r p o s e of a n a l y s i s , health
expenditure refers mainly to expenditure
incurred by the ministries of health and
family welfare.-Hence, it excludes water
supply and sanitation (which falls under the
purview of rural and urban development
ministry) though classically it has always
been clubbed under health. Health includes
curative care or medical care (hospitals and
dispensaries), preventive and promotive
programmes, medical education, family
planning, Employee State Insurance Scheme
(ESIS), Central Government Health Services
(CGHS), etc. The data provided with regard
to hospitals refers to both public and private
sector, and expenditure on hospitals and
dispensaries refers to only the public sector.
In India hospitals gets defined as any
institution that provides indoor care. The
people whocompile data d o not have a clearcut definition, e g, two-bedded institutions
can either be a dispensary or a hospital. A
large number of dispensaries also provide
indoor care, e g. giving a drip when needed.
Demarcation between the two is not very
clear. A smaller institution with 10 to 15
beds is defined as a nursing home, especially
in the private sector. W e have reasons to
believe that the number of private hospitals
is much larger [Nandraj S 1994]. Public
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hospitals mainly consist of rural hospitals,
cottage hospitals, civil hospitals, teaching
hospitals, non-teaching hospitals, special
hospitals (maternity, mental, TB, leprosy.
With regard to diseases control, national
programmes were setup. These are preventive
and promotive in nature designed to tackle

p a r t i c u l a r d i s e a s e , i e, c o m m u n i c a b l e
diseases, contagious diseases, etc. There are
around 15 national diseases programmes
functioning in the country. These are for
diseases and illnesses like TB, malaria, filaria,
leprosy, diarrhoea, blindness, STD, mental
health, AIDS, cancer, etc.

T A B L E C : R U R A L - U R B A N DISPARITIES IN H E A L T H C A R E SPENDING A N D FACILITIES

Notes

:* Estimated on the basis of Census of India 1981: Economic Tables.
@ includes Medical Education and Employees State Insurance Scheme (ESIS)
Sources: (1) Detailed Demand for Grants 1992-93, respective states: 1990-91 Actuals. 1991-92
Revised Estimate, 1992-93 Budget Estimates.
(2) Health Information of India. CBHI. GOL, 1991.

T A B L E D : R A N G E S ( 1 9 9 2 - 9 3 ) AND M E A N S

(1990-93) of

EXPENDITURES ON SALARIES A N D M A T E R I A L S AND SUPPLIES

Of

S E L E C T E D PROGRAMMES

IN 8 S TATES ( P E R C E N T A G E S )

Note: The abbreviations in parentheses are names of stales with the minimum and maximum range
values.
Source: Same as Table C.
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The data presented is for the states as they
exist today. The union territories have been
combined together and shown under union
g o v e r n m e n t , i e. the l a t t e r i n c l u d e s
expenditures by the union territories and the
central government. It is well known that
the states that exist today are different from
those in the 50s and 60s. As far as possible
we have tried to merge territories that belong
to the present-day states.As is evident from the health expenditure
tables (7 and K) the investment by the public
sector for health care has been inadequate
to meet the demands of the people. The st ate
has, over the years, committed not more than
3.5 per cent of its resources to the health
sector. In fact, during the 70s itself a
declining trend is perceptible and this has
b e c o m e more marked during the 90s. T h e
budgeted expenditure for 1994-95 at 2.63
per cent of total government expenditure
is the lowest ever. T h u s , the tables clearly
reveal that the investment by the state in
the health sector is very small both in the
overall economy as well as within the public
domain.
The most persistent declining trend has
been on expenditure for hospitals and
dispensaries, especially since the XOs. This
decline may be seen in the context o! the
massive expansion of private hospitals since
the late 70s, The expenditures on disease
programmes and medical education have
b e e n less a f f e c t e d . F a m i l y p l a n n i n g
expenditure has grown rapidly up to 1991-92
and since then slowed down. Similarly the
maternal and child health (MCH) programme
reached a peak during 1991-94 while the
mission approach was active to meet targets
for immunisation, but the current y e a r ' s
budget has drastically cut funds for this
programme.
Further, when we calculate per capita
growth rates of health expenditure, we find
that except for a few earlier years the total
g o v e r n m e n t e x p e n d i t u r e has been
significantly more than on health, and
especially so in the 90s. Thus, health care
expenditure has not kept pace with increase
in government expenditure. With regard to
public health expenditure r s share in national
income it peaked in the mid-KOs to 1.3 per
cent of per capita N N P and since then has
declined to 0.95 per cent. Under structural
a d j u s t m e n t there has been f u r t h e r
compression in government spending in an
effort to bring down the fiscal deficit to the
desired level. This compression has an
adverse impact on the social sectors, more
specifically thecentral health sector. Analysis
of data by National Institute of Public Finance
and P o l i c y g i v e s e v i d e n c e f o r t h i s
compression which has taken place over the
last decade. It shows the state's share in
health spending has increased from 71.6
per cent in 1974-82 to K5.7 per cent in
1992-93 and that of the grants from centre

declined drastically from 19.9 per cent in
1974-82 to3.3 percent in 1992-93. Further,
the breakdown of central assistance to states
reveals that central programmes or centrally
sponsored programmes are the most severely
affected. The share of central grants for
public health declined from 27,92 per cent
in 1984-85 to 17.17 percent in 1992-93 and
for diseases programme from 41.47 percent
in 1984-85 to 18.50 per cent in 1992-93
IN1PFP 19931.
Further, as seen in the preceding section
the rural-urban gap is wide. While the
infrastructure availability in rural and urban
areas should suffice to tell the story about
where the state's investment in the health
sector goes, it is w o r t h w h i l e looking
separately .it the expenditure labelled as
rural and urban in the public expenditure
data.
Culling rural-urhan expenditure data
separately is a project in itself but we have
done this exercise for the most recent years
but only for a few stales in the tables C and
1). Tlie expenditure data in the above tables
refer to hospitals and dispensaries, including
medical education and insurance in urban
areas and rural hospitals, dispensaries and
PHCs in rural areas tit may be noted that
these expenditures are between 74 per cent
and 90 per cent of all health expenditure in
these stales).
Table C s h o w s that the volume of
spending on health services in the rural
a r e a s has a d i r e c t r e l a t i o n s h i p w i t h
availability of h e a l t h c a r e facilities. While
P u n j a b is the perfect representation of this
relationship, Kerala appears to contradict
it. However. Kerala's high disparity in
spending between urban and rural areas is
with relatively high spending in both urban
and rural areas.
Anolherdimensio not rural-urban disparity
in investment is the additional investment
in health care in urban areas by municipal
bodies. Most m u n i c i p a l bodies spend
between one-fourth and one third of their
budget i>n health programmes whereas rural
Itx;al bodies do not spend anything significant
on this account [NIUA I9K3. I9K9].
We have already seen that medical care
(hospitals and dispensaries) constitute the
single largest category of healthcare spending
(mostly in urban areas) by the state and as
a programme it is a down trend. Family
planning is the next large category of
expenditure which is mostly spent in the
rural areas. The other two large categories
of spending are national disease control
programmes and medical education. While
the former investment has helped in assuring
that provision of select ive preventive health
care stays on the national agenda, the latter
has mostly helped in providing he necessary
human power for the private health sector
and hence has been more of a drain on the
public exchequer.

Finally, what h a p p e n s to the f u n d s at the
disposal of the public health sector in terms
of input compositions, ie, salaries of staff,
c o m m o d i t y purchases, etc. Again, since
compilation of this was not possible for all
states on a time series basis we did this
exercise for the same ei^ht states as in the
earlier table. The results are given in
Table 1).
From this table we find that general salaries
lake away an exceptionally large proportion
of expenditure on all activities and the interstate variations for salaries at least is very
small. P H C s and disease p r o g r a m m e s
especially have very high proportions for
salaries hence these programmes are bound
to have little effect since the other necessary
provisions are grossly inadequate. Hence
allocative efficiency becomes a major
question of concern.

Notes
|We thank S I. Shetty. and Padma Prakush for
their encouragement, guidance and support in
preparation of this paper and lor giving uopportunity for working with them. Wo are also
grateful to the Division of Fiscal Analysis.
Department of Economic Analysis and Policy.
Reserve Bank of India. Bombay for giving us
access to their library.)
1 Data up to 1981 in this paper are derived
f r o m an e a r l i e r p u b l i s h e d a n a l y t i c
c o m p e n d i u m titled State Sector
Health
Expenditures: A Database: A 11 India and the
States (Duggal R, Nandraj S. Shelly S 1992)
on state h e a t h expenditure upto 1985 through
the Foundation for Research in Community
Health, Bombay. Data tor the later years
have been compiled by the authors a.s pan
of the ongoing work at the( 'entre for Enquiry
into Uealth and Allied Themes (CEIIAT).
Bombay.
2 Union Government: 1953 to J956 data for
Delhi has been merged. Andhra Pradesh:
Accounts shown separately from 1954. 1956
data l or Hyderabad has been merged. Gujarat:
Between 1951-1960 data was given lor the
then existing Bombay state. We have
included this data under Maharastra. Hence,
this period data includes the present-day
Gujarat. Mary ana: Accounts shown separately
from 1967. Jammu and Kashmir: Accounts
shown separately from I960. Karnataka: 1951
and 1956 data tor Coorg has been merged.
Up to 1972 it was named Mysore. Kerala:
1952 to 1956 data is for State of Travancorc
and Cochin. Madhya Pradesh Vindhya
Pradesh. Madhya Bharal. Bhopal have been
merged. Maharashtra: 1951 lo 1956 data rs
for Bombay state which includes Gujarat.
Punjab: 1951 to 1956 PGPSU haa been
merged. Rajashthan: 1952 lo 1956 Ajmer
has been merged. Tamil Nadu: Up to 1968
it was named Madras. Arunachal Pradesh:
Accounts shown separately from 1976. Cum.
Daman and Diu: Accounts shown separately
f r o m 1964. Mizoram: Accounts shown
separately from 1973. Pandicherry: Accounts
shown separately f r o m 1964. Himachal
Pradesh: Between I958 and 1963 it was
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under union government administration.
Manipur; Accounts shown separately from
1964. Meghalaya: Accounts shown
separately from 1971. Nagaland: Accounts
shown separately from 1964. Sikkim :
Accounts shown separately from 1976.
Tripura: Accounts shown separately from
1964.
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