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ABSTRACT

This study examines the patterns and dynamics of public
spending and economic disbursement across Indian states,
highlighting the disparities, priorities, and fiscal strategies that shape
regional development. In a diverse federal system like India, state
governments play a critical role in allocating public resources to
sectors such as healthcare, education, infrastructure, and welfare.
Using a mixed-methods approach that combines quantitative data
analysis and qualitative case studies, the research explores how |:
variations in fiscal capacity, central transfers, and governance affect %?«7;;; R" ‘_:'
expenditure decisions and development outcomes. The findings reveal
significant inter-state differences in budgetary allocations and spending efficiency, often driven by
economic status, political ideologies, and administrative capabilities. The study underscores the need for
performance-based funding and greater fiscal transparency to ensure equitable and effective use of public
resources. Ultimately, the paper contributes to the ongoing discourse on fiscal federalism and balanced
regional development in India.

KEYWORDS: Public expenditure, Fiscal federalism, Economic disbursement, State budgets, Resource
allocation, Inter-state disparities.

INTRODUCTION

In a diverse and federal country like India, the allocation and utilization of public funds play a
pivotal role in shaping the trajectory of regional development. State governments are at the forefront of
implementing policies and delivering essential public services, making their spending patterns and
fiscal priorities crucial to understanding broader economic outcomes. Over the years, disparities in
economic development among Indian states have raised questions about the equity and efficiency of
public spending and the mechanisms by which resources are disbursed. While some states demonstrate
robust growth and targeted investment in infrastructure, education, and healthcare, others struggle
with limited fiscal capacity, poor governance, and underutilization of funds.

The complexity of India's fiscal framework—with centrally sponsored schemes, tax devolution,
and varying degrees of autonomy—adds further intricacy to how public resources are managed.
Political, institutional, and economic factors also significantly influence expenditure decisions, often
leading to divergent development outcomes. This paper aims to examine the patterns of public
spending and economic disbursement across Indian states, identifying key trends, challenges, and
policy implications. Through a comparative and analytical lens, it seeks to contribute to the discourse
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on improving fiscal equity and enhancing the effectiveness of public expenditure in fostering inclusive
and sustainable development.

AIMS AND OBJECTIVES
Aim:

To analyze and evaluate the trends, efficiency, and equity of public spending and economic
disbursement across Indian states, with a focus on understanding the impact of these patterns on
regional development and inter-state disparities.

Objectives:
1. To examine the composition and sectoral distribution of public expenditure across different Indian
states.

2. To identify and compare the economic disbursement patterns between high-income and low-
income states.

3. To assess the role of central transfers and fiscal devolution in shaping state-level spending
priorities.

4. To evaluate the effectiveness of public spending in achieving developmental goals such as poverty
reduction, improved education, and healthcare outcomes.

5. To explore the influence of political, institutional, and governance factors on expenditure allocation.

To analyze trends in budget utilization and fiscal efficiency at the state level.

7. To recommend policy measures for improving equity and effectiveness in public expenditure and
resource allocation.

o

LITERATURE REVIEW

Public spending and economic disbursement in India have been widely studied through the lens
of fiscal federalism, regional development, and state-level governance. Scholars such as Rao and Singh
(2005) and Shah (2007) emphasize the importance of a balanced fiscal structure to ensure equitable
distribution of resources among states. Their work highlights the challenges of fiscal decentralization,
particularly in addressing the growing vertical and horizontal imbalances in India’s federal structure.
Dreze and Sen (2013) argue that public expenditure, especially in the social sector, is closely linked to
improvements in human development indicators. Their analysis shows that states like Kerala and Tamil
Nadu, which invest heavily in education and healthcare, consistently outperform others in social
outcomes. Similarly, Panagariya (2008) points out that economic growth alone is not sufficient—how
states spend their public funds significantly influences developmental results. Studies by the Reserve
Bank of India (RBI) and NITI Aayog provide empirical data on the composition and efficiency of public
expenditure across states. These reports show considerable inter-state variation in budgetary
priorities, with poorer states allocating more to social welfare while richer ones invest more in
infrastructure and economic services. However, Sahoo and Chatterjee (2011) caution that higher
spending does not always translate into better outcomes due to issues like leakages, inefficiency, and
weak institutional capacity.

The role of centrally sponsored schemes and Finance Commission transfers has also been
extensively analyzed. Bagchi (2003) critiques the politicization of fund allocation, arguing that states
aligned with the central government often receive preferential treatment. On the other hand,
Rajaraman and Jha (1998) stress the need for performance-based transfers to incentivize efficient use
of funds. Additionally, recent studies focus on the impact of Good Governance and transparency in
budgeting. Paul et al. (2006) find a strong correlation between governance quality and fiscal outcomes,
emphasizing the need for better accountability mechanisms. In summary, the literature agrees that
while fiscal devolution and increased state-level autonomy are essential, the quality of governance,
institutional capacity, and equitable intergovernmental transfers are key determinants of how
effectively public funds are allocated and used across Indian states. This study builds on these insights

Journal for all Subjects : www.lbp.world



PUBLIC SPENDING AND ECONOMIC DISBURSEMENT PATTERNS ACROSS INDIAN STATES VOLUME - 14 | ISSUE - 2 | MARCH - 2024

to provide an updated and comparative analysis of spending patterns, using both quantitative data and
qualitative assessments.

RESEARCH METHODOLOGY

This study adopts a mixed-methods approach, combining both quantitative analysis and
qualitative interpretation to examine public spending and economic disbursement patterns across
Indian states.

Data Collection:
Secondary data is collected from official sources such as the Reserve Bank of India (RBI),
Finance Commission Reports, State Budget Documents, Economic Surveys, and NITI Aayog
reports.

o Time series data from the last 10-15 years is used to track trends in sector-wise spending and
intergovernmental fiscal transfers.

Quantitative Analysis:

o Descriptive statistics are employed to compare expenditure patterns across states.

o Regression analysis is conducted to explore the relationship between public expenditure and
development indicators such as GDP growth, literacy rate, and health outcomes.

o Efficiency metrics, such as per capita spending and utilization rates, are analyzed to assess the
effectiveness of fund allocation.

3. Qualitative Analysis:

o Selected case studies of high-performing and low-performing states are analyzed to understand
the institutional and political factors influencing spending decisions.

o Policy documents and budget speeches are reviewed to assess intent versus actual disbursement.

4. Comparative Framework:

o States are grouped by economic status (e.g., high-income vs. low-income) to study differences in
fiscal behavior.

o Fiscal decentralization indices are used to understand the autonomy and fiscal responsibility of
states.

DISCUSSION

This methodology enables a comprehensive assessment of not only how funds are distributed
but also how effectively they are utilized in achieving equitable and sustainable development. An
analysis of public expenditure data from Indian states reveals stark contrasts in sectoral priorities,
fiscal capacities, and development outcomes. According to RBI State Finance Reports (2020-2023),
states like Maharashtra, Tamil Nadu, and Karnataka allocate a significant portion of their budgets to
infrastructure and economic services, while states such as Bihar, Jharkhand, and Uttar Pradesh spend
relatively more on social welfare and basic services. For instance, in FY 2022-23, Maharashtra allocated
nearly 38% of its total expenditure to economic services, whereas Bihar directed over 46% to education
and health. Per capita public spending also varies widely; Kerala and Himachal Pradesh spent over
= 30,000 per capita annually, compared to under = 15,000 in low-income states like Assam and Odisha.
Fiscal dependency is another critical factor. Data from the 15th Finance Commission shows that
northeastern and poorer states rely on central transfers for over 60% of their total revenue, while
wealthier states raise the majority of their own funds through taxes and non-tax revenue. Capital
expenditure, essential for long-term development, has also seen uneven distribution. While Gujarat and
Telangana consistently invest more than 20% of their total outlay in capital projects, some states like
West Bengal and Punjab allocate less than 10%. Utilization rates of allocated funds, as reported by CAG
audits, show inefficiencies in many states, with unspent balances in key sectors ranging from 12% to
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25%. These disparities suggest that while overall public expenditure in India has increased, its
effectiveness remains contingent on fiscal discipline, governance quality, and targeted disbursement.
States with higher administrative efficiency and better planning mechanisms show better outcomes
despite similar budget sizes, pointing to the need for improved fund management and data-driven
policy implementation.

CONCLUSION

Public spending in Indian states reveals considerable variation in allocation, efficiency, and
developmental outcomes. Wealthier states tend to prioritize infrastructure and industrial growth, while
poorer states focus more on social welfare. However, higher spending does not always equate to better
results, as outcomes are deeply influenced by governance quality and institutional capacity. Central
transfers play a crucial role in balancing regional disparities, yet often lack performance-based
incentives. States with strong fiscal discipline and transparent budgeting practices show more effective
use of public resources. Persistent inefficiencies and underutilization of funds in several regions remain
a concern. The disparities in per capita expenditure highlight the need for equitable and need-based
allocation strategies. Strengthening fiscal federalism through better coordination and accountability
mechanisms is essential. Promoting data-driven policymaking can enhance the impact of public
spending. Overall, optimizing public expenditure requires both financial and administrative reforms at
the state level.
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