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ABOUT THE BOOK 
 
 
 
This book is an outcome of the national conference on “the Social 

Sector in India: Issues and Challenges” organized by the Centre of 
Advanced Studies in Economics, Utkal University, Bhubaneswar, India on 
March 29–30, 2013. Of the thirty papers presented at the conference, 
thirteen are included in this volume, after peer review. 

As education and health are two major areas of concern in the context 
of social sector development and human development achievements, this 
book is a humble attempt to look into the situation in India. The 
liberalisation of the Indian economy has no doubt increased the growth 
rate of its Gross Domestic Product (GDP). The economic growth of the 
country jumped from the so-called Hindu growth rate of 3.5% to 8–9% per 
annum. The literacy rate increased to 74.04% in 2011 from 12% in 1947. 
The universalization of elementary education has been achieved to a great 
extent, and dropout rates have decreased. However, despite considerable 
progress, exclusions and wide disparities still exist. Combining access 
with affordability and ensuring quality with good governance and 
adequate finance still remain great concerns. On the health front, 
significant achievements have been made. Smallpox and guinea worm 
disease have been eradicated from the country, while polio is on the verge 
of elimination and leprosy, kala azar and filariasis are expected to be 
eliminated in the near future. There has been a substantial drop in the Total 
Fertility Rate (TFR) and Infant Mortality Rate (IMR). Life expectancy has 
gone up from 36.7 years in 1951 to 67.14 in 2011. The infant mortality 
rate is down from 146 in 1951 to 46.7 in 2012. Crude birth rate has been 
reduced from 40.8 in 1951 to 20.6 in 2012, and the crude death rate from 
25.1 to 7.43 in the same period. These achievements are impressive, but at 
the same time our failures appear even more glaring. 

In this connection, the present volume brings together research papers 
on different social issues such as linkages between growth, poverty and 
the social sector; the efficiency of social sector spending in India; the 
disparity in health statuses; IPR protection in health innovations; pollution 
and health; the universalisation of elementary education; problems faced at 
the higher levels of education; and issues of child labour. Eminent scholars 
from institutes of national repute have contributed to and enriched this 
volume. 
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PREFACE 
 
 
 
The liberalisation of the Indian economy has no doubt increased the 

growth rate of its Gross Domestic Product (GDP). The economic growth 
of the country jumped from the so-called Hindu growth rate of 3.5% to 
8.9% per annum. But how has India fared with respect to social sector 
achievements? Being a consistent low rank holder as per the human 
development index values constructed by the UNDP, it seems that social 
sector developments have not received due attention in the growth process 
of India. No doubt, improvements have been made. The literacy rate 
increased to 74.04% in 2011 from a meagre 12% in 1947. Enrolments 
have increased and dropout rates have declined. Concerted efforts have 
been made for the universalisation of elementary education and expansion 
of access to secondary and higher levels of education. But, expansions 
have not been matched by equity and excellence. Similarly, in the health 
scenario, smallpox and guinea worm disease have been eradicated from 
the country; polio is on the verge of elimination, while leprosy, kala-azar 
and filariasis are expected to be eliminated in the near future. Life 
expectancy has gone up from 36.7 years in 1951 to 67.14 in 2011. There 
has been a substantial drop in the Total Fertility Rate (TFR) and Infant 
Mortality Rate (IMR). Infant mortality rate is down from 146 in 1951 to 
46.7 in 2012. The crude birth rate has been reduced from 40.8 in 1951 to 
20.6 in 2012 and the crude death rate from 25.1 to 7.43 in the same period. 
Unfortunately, these achievements have been accompanied by glaring 
failures. 

According to the NFHS III of 2005–6, 48% of children under five were 
stunted and 23.7% were severely stunted, 19.8% were wasted and 6.4% 
were severely wasted, and 42.5% were underweight and 15.8% were 
severely underweight. At present, India has the largest prevalence of TB, 
accounting for one fifth of the global incidence, and contributes 77% of 
the total number of malaria patients in Southeast Asia. 

The financing of education and health in a country like India is a big 
challenge. India lags far behind the other BRIC countries in social sector 
achievements due to its low spending on education and health. According 
to a study by the Associated Chambers of Commerce and Industry of 
India, the Bhore Committee recommended that India should spend 6% of 
its GDP / 15% of its total expenditure on health. However, in 2011–12 it 
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spent only 1.3% of its GDP and 4.8% of its total expenditure on these 
sectors. 

In this connection, the present volume has brought together research 
papers on various social issues, such as: how growth, poverty and the 
social sector are linked; the efficiency of social sector spending in India; 
the disparity in health statuses; IPR protection in health innovations; 
pollution and health; the education sector; and issues of child labour. 
Eminent scholars from institutes of national repute have contributed 
research papers for this volume.  

We hope that the volume will provide insights for academics, 
researchers and policy makers. 

 
HSR and PM 
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INTRODUCTION AND OVERVIEW 

HIMANSHU SEKHAR ROUT 
AND PADMAJA MISHRA 

 
 
 

I. Introduction 

The main objective of this book is to acquaint the readers with the 
social sector (mainly the education and health sectors) in India. The social 
sector is usually defined as dealing with social and economic activities 
carried out for the purposes of benefiting society, and in the main non-
profit, not-for-profit, philanthropic and mission based and non-
governmental organizations are associated with this sector. However, in 
the context of this book, the social sector is considered under “social 
services” in Indian budgets. The focus is on education and health, as these 
are two major components and have wider positive externalities for other 
sectors of the economy and society as a whole. They help increase the 
overall expansion of the economy by enhancing productivity and output, 
and may be funded by private or public agencies. Indian plan documents 
also discuss health and education under the social sector, expressing a lot 
of concern. Given India’s demographic dividends, with a larger amount of 
young people in the productive age group, education and health assume 
great significance on account of their real contribution to production by 
ensuring rapid and inclusive growth. 

India is on the brink of a demographic revolution with the proportion 
of the working-age population between 15 and 59 likely to increase from 
approximately 58% in 2001 to more than 64% by 2021, adding 
approximately 63.5 million new entrants to the working age group 
between 2011 and 2016, the bulk of whom will be in the relatively 
younger age group of 20–35 (GoI 2013). The country report also explains 
that demographic dividends can be reaped only if this young population is 
healthy, educated and skilled. To ensure this, a large investment in the 
education and health sectors by the central and state governments is 
essential. Existing capacity and resources are inadequate, particularly for 
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education and health (Murthy, Hirway, Panchmukhi & Satia 1990). 
Substantial enhancement in budgetary support for the development of the 
social sector needs to be addressed by the government on a priority basis. 

India’s social service provisions are seldom used by the poor. The 
health and education of the poor have improved but not for the population 
as a whole. Physical access to education and health services has improved 
but inequalities exist because of inadequacies and biases in locating the 
facilities. The access of the poor to housing, social security and social 
welfare services has been limited because these services are in adequate 
and inappropriate relating to their needs, and due to the services leak to the 
non-poor. 

To track the social development in the decade of economic reforms 
from 1990–1 to 1999–2000, Ray (2008) considered thirteen social 
indicators of India and constructed the country’s social development index 
(SDI) as a certain weighted average of the selected indicators. The 
movement of SDI in the 1990s has been compared with the movements of 
India’s per capita income and plan expenditure on the social sector. The 
results show that, though there has been growth in the social sector, it is 
not encouraging and more perhaps needs to be done in the social sector 
(Ray 2008). 

Focusing on the impact of economic reforms in the social sector in 
India by comparing the data of the pre-reform and reform periods, 
Panchamukhi (2000) notices a declining trend in the budgetary allocations 
of both the central and state governments for various sub-sectors of the 
social sector, especially health and education. 

II. Social Sector in India 

The performance of the social sector is far from satisfactory in India 
and could have been much better (Dreze & Sen 1995). India’s new 
economic policy has been quite successful in creating a favourable 
environment for rapid economic growth, but adequate attention has not 
been paid to basic health care and education. The education and health 
status of a vast majority of the population continues to remain poor even 
after a decade of reforms (Joshi 2006). India has made noticeable 
improvements in key social indicators on education and health since the 
1980s, but even so the country lies at the bottom of the ladder of human 
development with a HDI rank of 136 of 187 countries (UNDP 2013) at 
0.554, which is below the South Asian average of 0.0558. Though the HDI 
value is improving for India, the rank remains more or less stagnant, and 
neighbouring countries like China and Sri Lanka do far better. 
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II.1 Education Sector 

The role of education in overall social and economic progress is widely 
recognized. The right to education has been enshrined as a fundamental 
right in the Constitution of India, which states that: “the State shall provide 
free and compulsory education to all children aged six to fourteen years in 
such a manner as the state may, by law, determine.” The literacy rate in 
India has been constantly rising, improving from 64.8% in the 2001 census 
to 74.04% in the 2011 census. Both the central and the state governments 
have been paying increased attention to the need to provide “education for 
all.” 

The Indian government has placed lots of emphasis on primary or 
elementary education. The Right of Children to Free and Compulsory 
Education Act became operative on April 1, 2010, since which enrolments 
have increased to become near universal and dropout rates have decreased. 
Despite this, the provision of quality education with value addition still 
remains a distant dream. Secondary education covers children aged 14–18, 
and provides for more than ninety million children. The SSA has been 
extended to secondary education in the form of Rastriya Madhyamik 
Shiksha Abhiyan, with special emphasis on the inclusion of disadvantaged 
sections and profession-based vocational training.  

Despite the higher levels of enrolment at all levels of education, actual 
value addition has been unsatisfying, as revealed by poor learning 
outcomes. Evidence suggests that learning trajectories for Indian school 
children are almost flat and are far below the corresponding class levels in 
other comparable countries. Dropout rates at secondary and higher levels 
remain high and much higher for socially and economically marginalized 
groups. The complex nature of the problems of poor quality, inequality 
and exclusion poses challenges to the Indian education system. In this 
context, the importance of infrastructure, institutional framework and the 
governance systems cannot be exaggerated. 

Higher education in India is the third largest in the world after China 
and the United States. By 2030, India will be among the youngest nations 
and the need for higher education will be even more urgent. Unfortunately, 
access to education beyond higher secondary schooling in India is a mere 
10% among the university-age population, with huge regional and social 
disparities (US-India Policy Institute 2014). The system has many issues 
of concern at present, such as access, equity, relevance and quality. The 
problems of financing and management are also to be dealt with. All these 
issues are of very crucial concern as the country seeks to use higher and 
technical education as a powerful tool to build a knowledge-based 
economy of  the twenty-first century (UGC 2003). 



Introduction and Overview 4

Recognising the constraints and need for greater government attention, 
public spending on education has increased and education expenditure as a 
percentage of GDP has increased from 3.3% in 2004–05 to over 4% in 
2012–13. Education is a subject in the concurrent list, and both central and 
state governments have their own responsibilities. The central government 
spending grew at a rate of 25% per year, and the spending incurred by the 
state governments grew at 19.6% per year during the 11th plan. While 
about 43% of the total was spent on elementary education, 25% was spent 
on secondary education and 32% on higher education. For elementary 
education, the focus remains on the government institutions. The potential 
for innovative partnerships between the public and the private sectors is 
explored in secondary education. Gross enrolment at the secondary level 
in India, though close to the average for all developing countries, remains 
substantially lower than that of emerging countries like China, Brazil, 
Indonesia and Thailand. Combined with wide regional and social 
disparities, it causes considerable concern. Similarly, less than 1/5th of the 
eligible 120 million students are enrolled in higher education (well below 
the world average of 26%), and skill acquisition is far less. The “three 
Es”—expansion, equity and excellence—are to be achieved and the whole 
system is to be guided by these objectives. Institutions, governance and 
finance are the major areas in need of revamping and the papers in this 
volume throw some light on these issues. 

There is a broad range of challenges facing the education sector in 
India. Given the inadequate infrastructure, poor learning outcomes, wide 
variations across states and social and economic categories, the four main 
priority areas in our education planning are access, equity, quality and 
governance, and the papers included in this volume discuss these issues. 

II.2 Health Sector 

There is no doubt that India has achieved a good deal in the health 
sector during the last sixty-five years. The Government of India’s (GOI) 
initiatives in the public health sector have recorded some noteworthy 
successes over time—smallpox and guinea worm disease have been 
eradicated from the country; polio is on the verge of being eradicated; 
leprosy, kala azar and filariasis can be expected to be eliminated in the 
foreseeable future. There has been a substantial drop in the total fertility 
rate and infant mortality rate. These achievements are very impressive and 
we have every reason to be proud of them, but it is also clear that our 
failures are even more glaring. 
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To respond efficiently to the health needs of the people, particularly 
the poor and under-privileged, we had hoped to provide “Health for All by 
the year 2000 AD” through the universal provision of comprehensive 
primary health care services. In retrospect, it is observed that the financial 
resources and public health administrative capacity, which it was possible 
to marshal, were far short of that necessary to achieve such an ambitious 
and holistic goal. 

Second, the present health care system in India provides services 
mostly to the urban populace. Third, the health care system is still 
weighted in favour of curative programmes in spite of the clear conviction 
that, in our present situation, it is the preventive, socio-economic and 
educational aspects that are most significant. Fourth, access to, and 
benefits from, the public health system have been very uneven between the 
better-endowed and the more vulnerable sections of society. This is 
particularly true for women, children and the socially disadvantaged. Fifth, 
in India, present-day doctors are commercial physicians, motivated by the 
desire for profit. Sixth, the multiple systems of health care services in 
India—allopathy, Ayurveda, homoeopathy, unani, siddha; various types of 
ownership patterns, public (central and state governments, municipal and 
panchayat local government), private (for-profit and not-for-profit); and 
different kinds of delivery structures such as teaching hospitals, secondary 
level hospitals, first-level referral hospitals (CHCs or rural hospitals), 
dispensaries, PHCs, sub centres, health posts, and occupational groups 
such as ESIS, defence, CGHS, posts and telegraphs, railways and mines—
have resulted in a complex plurality that makes the development of an 
organized system difficult. Seventh, inappropriate policies, a poor 
governance structure and inadequate financial arrangements in the supply 
side, and a high incidence of poverty, ignorance and traditional practices 
and cultural factors operating in the demand side, influence health 
outcomes in India (Rout & Panda 2007).  

India also bears a disproportionately heavy burden of the world’s 
diseases. Measured in terms of healthy years lost to illness, the World 
Health Organization estimates that Indians, who make up 17% of the 
world’s population, suffer 28% of the world’s total number of years lost to 
respiratory infections, 25% to tuberculosis, 24% to diarrheal diseases, 21% 
to measles, and 45% to leprosy. In addition, 2.5 million people in India are 
living with HIV/AIDS (WB 2007). 

The Government of India has recognized that significant improvements 
can be made in the health sector. Public health spending constitutes only 
1% of the GDP, placing India below most low-income countries and at the 
bottom 20% of all countries. Nearly 80% of India’s health spending comes 
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from individuals’ out-of-pocket payments at the point of service. Private 
funds finance 93% of all hospitals, 64% of all hospital beds and 80% of all 
doctors nationwide. Being unable to pay, the poor are shunted to 
inadequately funded public hospitals or refrain from seeking medical care. 
As a result, the poorest 20% of Indians suffer mortality and malnutrition 
rates more than twice those suffered by the wealthiest 20% (WB 2007). 

III. Overview of the Volume 

The present volume brings together scholarly articles on important 
issues in the social sector in India presented at the national conference on 
the Social Sector in India: Issues and Challenges held on March 29–30, 
2013 under the auspices of the Centre of Advanced Study in Economics, 
Utkal University, Bhubaneswar, India. The volume comprises thirteen 
chapters highlighting the major issues and challenges arising from the 
social sector in India.  

Growth, Poverty and Social Sector in Odisha—An Overview is an 
important contribution by Santosh Chandra Panda, focusing on the change 
in educational and health outcomes in the poor but rapidly developing 
state of Odisha, particularly during the last decade. The outcomes in the 
field of education and health must have been impacted by higher growth 
and a reduction in poverty. In his view, though significant improvements 
have taken place in education and health in the last ten years, the progress 
is still far from satisfactory. There is enough scope for expanding higher 
education in the state but it has to invest in human resources to enhance 
the quality in education. Health facilities have also been improved but 
remain unsatisfactory. The state has to increase public expenditure on 
health to create a strong health provisioning infrastructure base. For 
covering expenses on major illness and for helping the poor, appropriately 
designed health insurance schemes can be provided and the state can 
actively participate in the process. 

The Efficiency of Social Sector Expenditure in India by Brijesh C. 
Purohit analyses the social sector efficiency focusing on two major 
aspects, namely health and education. His analysis, covering the major 
states in India, uses both parametric and non-parametric approaches. 
Besides the individual merits of each approach, although both provide 
benchmarks to judge relative efficiency across states, the former provides 
a yardstick more at an aggregative level without parametric restrictions 
whereas the latter is used to focus on the health care sector. Thus, using 
Free Disposal Hull (FDH) analysis as well as the stochastic frontier model, 
Purohit evaluates the performance of the social sector. His results indicate 



Social Sector in India: Issues and Challenges 7

considerable state-level disparities. Despite differing budgetary 
expenditures across states, the outcomes in health and education could be 
substantially improved through a mix of strategies involving reallocations 
within the sector and mobilizing additional resources through enhanced 
budgetary emphasis or encouraging more private sector participation. This 
may enhance efficiency and increase availability and equity across low-
performing and poorer states in general.  

In Dejected Social Sector Development in India during the Reform 
Period—Trends, Patterns and Determinants, Amit Kumar Basantaray 
and Anirudha Barik examine India’s social sector spending priorities since 
the reform period to find whether the far-reaching economic reforms that 
began in 1991 had any significant impact on the level and trend of these 
social development expenditures, and what the factors behind the ensuing 
changes were. This paper therefore analyses trends and patterns in 
expenditure by the central government through annual budgets, 
expenditure of all states and combined expenditure of the centre and the 
states. A recent revamp in the social sector expenditure observed may be 
partly due to the fiscal stimulus given to the economy to enable it to 
emerge from the global economic recession. Within the social sector, 
education, health and rural development have remained the major 
expenditures. At the state level, per capita social sector expenditure has 
increased in all the states over time, and special category states account for 
a higher per capita social sector expenditure as compared with most of 
states in the general category. Although the per capita expenditure has 
increased over time, by international standards India’s social sector 
spending in crucial areas like education and health is far below that of 
other countries. Adopting a simple utility maximization framework, this 
study reveals that fiscal capacity represented by own-source revenue 
positively stimulates efficiency and became a major determinant of social 
sector expenditures during the reform period. 

In his paper Social Sector Expenditures and Economic Growth in 
India—An Empirical Analysis, Anirudha Barik investigates the growth 
effects of social sector expenditure in India over the period from 1990 to 
2011. He disentangles social sector expenditures, and takes three sectors 
into account: education, health and rural development. Johansen & 
Juselius multivariate co-integration analysis has been used to examine the 
effect of each sector on economic growth. Barik finds that government 
spending on education and health has a positive effect on growth, both in 
the long and short-terms. Spending on rural development is also positively 
and significantly related to growth in the long and short-terms. 
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The paper Public Expenditure on Healthcare in Assam—
Questioning the National Health Bill of India 2009 by Rajshree 
Bedamatta and Nirmala Devi looks at the pattern of public health 
expenditure of Assam for the period 1996–97 to 2011–12. Analysing the 
pattern of public expenditure on health emerging during this period, 
accompanied by Assam’s health outcome indicators, they assess the 
implications of the policy environment visualised by the National Health 
Bill 2009. Considering that Assam’s revenue expenditure on the health 
sector is very high, spending on infrastructure and delivery systems has 
been declining for a very long time. The need of the hour is therefore to 
increase government attention on the health sector. The public-private 
partnership mode encouraged by the National Health Bill or the insurance-
based systems of healthcare will not be able to handle the problems faced 
by the health sector in the state.  

In The Utilization Pattern of Outpatient Care and Delivery of 
Health Care Services in Odisha, Sarit Kumar Rout examines the socio-
economic characteristics of patients, the causes and costs of 
hospitalization, and looks into patients’ perceptions of the quality of health 
care in select healthcare institutions in two districts of Odisha. Overall, 
people from the low socio-economic strata, especially scheduled castes 
(SC) and scheduled tribes (ST), utilized public health care institutions 
more than people belonging to the higher castes. In spite of the difference 
in socio-economic status, the proportion of SC in the public hospitals was 
more than their share in the total population of the district. It was observed 
that patients incurred huge out-of-pocket expenditure in the public 
hospitals. The expenditure on medicine constituted three-fourths of the 
total out-of-pocket expenditure. In addition to spending on medicine, 
patients spent money on diagnostic tests and made informal payments to 
the doctors. The variations in expenditure are quite sharp in spite of the 
availability of similar facilities in the health care institutions of both 
districts. Around 47% of the patients had to borrow money in order to 
meet hospital expenses. This indicates that public hospitals, even when 
utilized by a majority of the poor, could not provide financial risk 
protection to a great number of people. 

Sonali Chakraborty, in Inter- and Intra-State Disparity in the 
Health Status of Odisha vis-a-vis India, focuses on the development of 
the healthcare system in Odisha, where in inter-and intra-district 
disparities persist. The people of Odisha suffer from multiple diseases and 
the death rate is the highest (nine per 1,000 people) in comparison to other 
states. 
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Intellectual Property Protection and Health Innovation—Concerns 
for India by Vani Aggarwal and Jyotsna Chowdhury examines the issues 
of health innovation in the pre- and post-TRIPS eras. The study 
endeavours to balance both the legal and economic aspects of health 
innovations and the patent regime in India. Further, the research and 
development expenditure of the top 20 domestic pharmaceutical industries 
is analysed to capture the impact of the transition from process patent to 
product patent on health innovations. In developing countries like India, 
rising healthcare costs are a cause of concern for a government already 
burdened with high fiscal deficits. The regime change in the patent system 
has also not been very supportive with respect to ensuring access to 
medicines. It is estimated that Indian pharmaceutical companies would get 
the necessary incentives to invest more in innovation; however, the results 
arrived at through a thorough data analysis present a different picture. A 
stricter patent regime has appeared to neither help health innovation nor 
provide access to medicines at economically viable prices. Although India 
has tried its best to incorporate all the flexibilities provided under TRIPS 
in its patent laws, Indian policymakers need to continue this flexible patent 
regime and not give into the pressure of the developed countries to 
strengthen its patent laws. 

In The Threat Posed by Industrial Pollution to Human Health—A 
Case Study, Mrutyunjaya Mishra and Nirmal Chandra Sahu demonstrate 
the calculation of air pollution-related (morbidity) health costs in Angul-
Talcher in Odisha, India. The study makes use of the damage function 
approach employing the dose-response technique, and the economic value 
associated with air pollution health damage is calculated using the cost of 
illness method based on a household survey. The study concludes that the 
annual health loss due to air pollution amounts to `1.06 million, which is 
approximately 12% of the per capita income of the people. 

Amarendra Das and Himanshu Sekhar Rout, in the Distant Goal of 
Universalising Elementary Education—a Case Study of a Tribal 
Village of Odisha, attempt to answer the question of whether the Right to 
Education Act 2009 of the Government of India has been successful in 
ensuring the rights of every school-going child. In this regard, they 
undertook a study in a tribal hamlet 20 kilometres from the capital city 
Bhubaneswar in Odisha. The survey of 173 households in the village 
reveals the unrealised goals of Sarva Siksha Abhiyan. In the surveyed 
village, 22.5% of the children aged 6–14 were found to be illiterate, and 
40.32% of their parents opined that poverty acts as a major barrier to their 
education. Fear of education remains a major factor for school dropout. 
Parents’ lack of awareness of the importance of education and 
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transportation facilities is also a reason for 14.52% and 9.68% of drop 
outs, respectively. On the supply side, the researchers found that the non-
availability of teachers, classrooms and hostel rooms comprise a major 
barrier to providing quality education. Similarly, insufficient sanitary 
facilities also raise the issue of children’s dignity. It is observed that tribal 
students perform well in sports, but due to a lack of sports teachers their 
potential is not realised.  

In her paper Gender Disparity in Employment in Odisha—Some 
Evidence from NSS Data, Smrutirekha Mohanty brings forth the 
determinants of female workforce participation in Odisha and analyses 
gender disparity in employment. It is found that caste, religion, marital 
status and education are significant variables in defining the employment 
status of a woman. It has been found that ST women are most likely to be 
employed compared to all others. Likewise, Hindu women are less likely 
to participate in the workforce. In comparison with rural women, urban 
women are more likely to be unemployed in Odisha. Analysis also reveals 
that women workers are paid less than their counterparts for the same type 
of work in regular salaried jobs and the wage differentiation is even more 
pronounced in case of casual jobs. 

In Participation of the Central Government in the Rural 
Development of India—an Analysis of the Union Budget, 1981–2 to 
2008–9, Animesh Kumar seeks to find the pattern of central government’s 
budgetary allocations to the rural sector to examine changes in the 
government’s priorities and spending over time. Given the importance of 
the government’s expenditure in fulfilling social development and poverty 
alleviation objectives, the study analyses the central government budgetary 
expenditure in India during the period 1981–2 to 2008–9, with special 
reference to the rural sector. He concludes that, while there has been some 
improvement in recent years, the rural sector has largely been ignored 
during the post-reform period. 

There is a consensus that investment in the education of children will 
enhance the productive capacity of the economy and guarantee a better 
future for society. Unless checked in time, the high incidence of child 
labour will jeopardize the functioning of society, engulfing the economy in 
a low human capital-low economic development trap. Thus, it is necessary 
to address the dynamic factors of child labour at the macro level and more 
intensively at the micro (household) level. In this, Chandan Kumar 
Mohanty, in Determinants of Child Labour in India—A Probit 
Analysis, highlights the incidence of child labour in India and identifies 
the micro household level factors that determine the probability of a child 
participating in the labour force. The results reveal that, although many of 
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the individual variables in the regression model like age and gender 
explain the probability of a child participating in the labour force, the 
poverty profiles of the household and the education level of its head are 
important. The study confirms that the education of the head of the 
household is the most important variable in explaining the participation 
probability of the child in the labour market. Hence, the policy to eradicate 
child labour lies in imparting education to the parents and elders and calls 
for changes in the broader societal attitudes. 
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I. Introduction 

The last ten years have been an exciting phase for Odisha’s economy. 
Since 2003–4, the state has been growing at an average rate of nearly 8%, 
which is higher than the national average. This also led to a significant 
reduction in poverty between 2004–5 and 2009–10. Going by the 61st 
round (2004–5) and 66th round (2009–10) of consumer expenditure data, 
and using the Tendulkar Committee estimates of the poverty line, the 
Head Count Ratio for Rural Poverty in Odisha declined from 60.81% to 
39.19%. In urban Odisha, it declined from 37.58% to 25.91%. The decline 
in poverty in Odisha is higher than the decline in poverty for all of India. 
The per capita income in the state has also gone up, though it still trails 
behind the national average. All this must have an impact on the social 
sector, particularly education and health. The purpose of this paper is to 
focus on the change in educational and health outcomes in the state, 
particularly in the last ten years, which higher growth and reduction in 
poverty must have affected. What we find is that, though significant 
improvements have happened in education and health in the last ten years, 
the progress is still far from satisfactory. 

In section II below we summarize our findings on growth and poverty. 
Section III looks at education and section IV evaluates the state of health 
care. We conclude in section V. 
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II. Growth and Poverty 

We look at the growth rates of GSDP from 1981–2 to 2012–13. To 
keep the data more manageable we have reproduced the growth rates from 
1998–9 to 2012–13 in Table1.1 below. 

If we look at the growth rates before 2003–4, they are pretty low and 
fluctuating. An upsurge in growth happens in 2003–4 and is more or less 
sustained. In 2012–13, the growth rate is 9.14, which is well above the 
national average. 

There are several factors that might have contributed to this turn-
around in growth in 2003–4. The state government started implementing 
the liberalized policy of industrialization around this time, and several 
mine-based industries in steel, aluminium and ferromanganese were 
established. Secondly, the state followed a path of fiscal discipline and 
became a surplus revenue state in 2003–4. This would have curtailed 
resources being used for debt financing and would have augmented 
growth. Thirdly, the disaster management policy adopted by the state 
around this time mitigated the negative impact of natural disasters on 
economic growth.  

 
Table 1.1. Growth Rate of GSDP 
 

Year Growth Rate at 2004–5 prices 
1998–9 

1999–2000 
2000–1 
2001–2 
2002–3 
2003–4 
2004–5 
2005–6 
2006–7 
2007–8 
2008–9 
2009–10 
2010–11 
2011–12 
2012–13 

2.84 
8.59 
-1.72 
4.82 
-0.08 
12.84 
12.82 
5.68 

12.85 
10.94 
7.75 
4.55 
7.5 

4.92 
9.14 

Source: Odisha Economic Survey (2012–13). 
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are below it. So, even though the state has performed well on the growth 
front, it has remained poor. 

Next, we look at how poverty has changed in Odisha during 1993–94 
and 2009–10. We have estimated poverty using consumer expenditure 
data from NSS. As we know, NSS data is collected under Uniform 
Reference Period (URP) and Mixed Reference Period (MRP). In URP the 
recall period is one month for all consumable items, and under MRP the 
recall period is one month for frequently consumed items (such as food) 
and one year for durables. The Tendulkar committee recommended that 
we should use NSS data under MRP. Following their recommendation and 
their poverty line, we estimate poverty in the state using four measures. 

What is noteworthy is the fact that between 1993–4 and 2009–10, the 
decline in poverty has been significant. If we look at HCR, the decline in 
poverty is to the tune of 21 percentage points. The story is similar for 
urban Odisha. The decline in poverty between 2004–5 and 2009–10 has 
been very significant, no matter what poverty measure we use. These 
results are presented in Tables 1.4 and 1.5 below. 
 
Table 1.4. Poverty in Rural Odisha 

(all figures in `). 
Poverty Measures 1993–4 2004–5 2009–10 
Head Count Ratio % 63.16 60.81 39.19 
Poverty Gap Ratio % 16.03 17.38 8.99 
Sen Index*100 21.760 23.15 12.41 
FGT Index*100 5.683 6.638 3.003 
Planning Commission Poverty line for Rural Odisha:  
1993–4: 224.20; 2004–5:407.8; and 2009–10: 567.1  
 
Table 1.5. Poverty in Urban Odisha 
 
Poverty Measures 1993–4 2004–5 2009–10 
Head Count Ratio % 34.76 37.58 25.91 
Poverty Gap Ratio % 8.35 9.60 5.31 
Sen Index*100 11.45 13.15 7.55 
FGT Index*100 2.86 3.50 1.70 
Planning Commission Poverty line for Urban Odisha (in `) 
1993–4:279.3 295.9 all India 
2004–5:497.31 578.8 all India 
2009–10:736.00 859.6 all India  

 
Next, we compare Odisha with all India in terms of poverty reduction. 

The results are presented in Table 1.6 below, showing that the decline in 
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poverty in Odisha between 2004–5 and 2009–10 is much more than the 
all-India figure. Looking at the Head Count Ratio, we see that there is a 
21% decline in rural poverty in Odisha as against the 8% drop for all 
India. The story is similar for urban Odisha. 

 
Table 1.6. Poverty Comparison—Odisha and All India (HCR) 

III. Education 

In the previous section we saw that Odisha has grown at an appreciable 
rate in the last ten years. We also know that economic growth, though 
important, cannot be an end in itself. Higher standards of living, as well as 
of developing opportunities for all, coming from greater resources 
generated through growth, should be the ultimate aim of a development 
policy. In order to have higher standards of living, education plays an 
important role. This section examines how the state has performed on the 
education front. Given the fact that economic growth has been high and 
there has been significant reduction in poverty, one expects positive 
outcomes on education. To assess the performance in education, we use 
some standard parameters such as literacy rate, the gross/net enrolment 
ratio at various levels (primary, upper primary, secondary, higher 
secondary and higher education), dropout rates, gender parity index and 
transition rate. While all these figures throw light on the quantitative 
expansion of education, they do not reveal the quality of education being 
imparted. We will therefore now assess the quality of education in the 
state, particularly at the level of higher education. Table 1.7 below 
presents the literacy rates for Odisha and all India. 

 
  

 1993–4 2004–5 2009–10 

RURAL Odisha 63.16 60.81 39.19 

All India 65.79 41.83 33.81 

URBAN Odisha 34.76 37.58 25.91 

All India 39.09 25.74 20.88 


