



A Study on Public Health Care Expenditure in India
Abstract: Good health is both an intrinsic human right and a catalyst for economic development.  Increased Public health expenditure is essential to reduce catastrophic out-of-pocket expenses (OOPE), improve poor health outcomes, build critical infrastructure, and achieve Universal Health Coverage (UHC). India's current public health spending, while increasing, remains low compared to global averages and national targets, creating significant gaps in quality and access.  This paper examines public healthcare expenditure of India and  their implications for economic growth.  The study also provides a comprehensive overview of trends in public health expenditure relative to population and Gross Domestic Product (GDP),central state share in public health expenditure, and key health financing indicators. The study is based on secondary data of public expenditure for the year 2010 to 2022 collected from various government publications like Economic survey, National Health Accounts, NITI Aaayog reports, Census data , World Bank database, ministry of health and family welfare etc. Patterns and trends in time series data were analyzed using line graphs. Macroeconomic links with Gross Domestic Product (GDP), per capita public expenditure, and related variables were examined using Compound Annual Growth Rate (CAGR) and correlation analysis. The study found a dramatic increase in public health expenditure and per capita public expenditure on health over the period, as well as a strong positive correlation between public health expenditure and GDP, population, and per capita public expenditure. Although India's public health spending is rising, it remains low compared to global averages and national targets, resulting in significant gaps in quality and access. The study emphasizes the need for collaborative government efforts to increase public healthcare spending, given the low share of government expenditure relative to GDP, the high rate of out-of-pocket expenses, inadequate infrastructure such as doctor shortages, and disparities in access between urban and rural areas.
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Introduction

 Health care expenditure is a critical determinant of social welfare and economic performance. Modern growth theories emphasize the role of human capital—particularly health—in enhancing productivity and supporting long-term development (Wahab and Kefeli. 2016).  In India, however, sustained increases in GDP have not been matched by proportional rises in public health investment. Constitutionally, health is a state subject under Entry 6 of the State List, giving state governments the primary responsibility for public health, sanitation, and hospital administration. Yet both central and state governments share financial responsibilities for healthcare through national health missions, centrally sponsored schemes, and fiscal transfers. In 2021-22, India's total health expenditure was an estimated ₹9,04,461 crore, representing 3.8% of the GDP and government health expenditure was 1.84% of GDP. India's out-of-pocket health expenditure has decreased, dropping from 64.2% in 2013-14 to 39.4% in 2021-22, according to the National Health Accounts Estimates. Various recent policy initiatives of the government of the day are being credited for this decline. The under investment has facilitated an excessive dependence on out-of-pocket payments, which account for nearly 90% of total health spending (World Health Organization, n.d.). High out of pocket expenditure burdens force many households to forgo or delay necessary treatment, borrow money, or sell productive assets, resulting in long-term economic and social consequences. While per capita health expenditure increased modestly over the past decade, the improvements are insufficient to address structural gaps in infrastructure, workforce distribution, and service quality. Recognizing these challenges, the National Health Policy aims to raise public health spending to 2.5% of GDP by 2025. Achieving this target requires stronger governance, transparency, and resource allocation efficiency.

Review of Literature
Agata szymanska (2025) in a study  on  “relationship between health expenditure, income and environmental degration -Evidence from OECD economies analysed health expenditure and its selected determinants using data for 38 OECD economies from 2000 to 2019. The study results show that there was a longrun association between GDP and health spending in OECD economies”.  

Ak (2012) explored “the long-term causal relationship among health expenditure, economic growth, and life expectancy in Turkey. The study found no evidence of a long-term relationship between the variables, although it did show that health expenditure and economic growth share a one-way causal relationship. These results demonstrate that country-specific factors can influence the degree to which health spending affects growth”.

Asim Anwer et al.(2023) investigate the impact of health expenditure on health outcomes in OECD countries. Their findings indicate that higher health expenditure reduces infant mortality and improves life expectancy. The study suggests that proper utilization of health expenditure and targeted health policies can enhance investments in health technology.

Bhargava et al. (1990) investigated the effects of health indicators—particularly adult survival rates (ASR)—on economic growth in both developed and developing countries between 1965 and 1990. Their analysis demonstrated that higher  adult survival rate significantly improves economic performance, especially in low-income countries. 

Deepak Kumar et al. (2014) assessed the impact of macroeconomic policies on public health expenditure in India during the post-liberalization period from 1990 to 2014. Analyzing data from 15 major Indian states, they found that state revenue and central government transfers constituted the primary sources of public health financing. While non-tax revenue and direct taxes showed no short-term impact on health expenditure, both demonstrated positive long-term effects.

Elmi and Sadeghi (2009) investigated the relationship between economic growth and health expenditure in developing countries from 1990 to 2009. Their findings confirmed that income is a major determinant of health expenditure in the long run. The study also supported the health-led growth hypothesis, suggesting that improvements in population health contribute positively to economic development.

Ke Xu et al. (2008) analyzed the determinants of health expenditure across developing countries using panel data from 143 nations over the period 1995 to 2008. Their study revealed substantial variation in health spending among countries, ranging from less than 5% to as high as 15% of GDP. They found that, after controlling for other factors, health expenditure generally does not grow faster than GDP. The study further concluded that there is no significant difference in spending levels between tax-based and insurance-based financing systems. 

Rajeshkumar and Nalraj (2010) examined the causal relationship between healthcare expenditure and economic growth across four Indian states using annual data from 1991 to 2010. Their findings indicated a strong correlation between public health expenditure and economic growth in all states studied, suggesting the presence of indirect causality from government spending to economic performance. Their results highlight the economic significance of public investment in health services.

Ranjan Kumar Mohanty and Deepak Kumar Behera (2020) conducted a comprehensive study to explore “the effects of  public health expenditure on various proximate and ultimate health outcomes during the period from 2005 to 2016, employing panel fixed-effects models across 28 Indian States. The empirical findings reveal that per capita public healthcare expenditure exerts a detrimental influence on infant and child mortality rates and the incidence of malaria, while a positive effect on life expectancy and immunization coverage across the States”.

Seshaiah et al. (2016) studied “the impact of general government expenditure on GDP growth in India from 1980–1981 to 2015–2016 using regression analysis”. Their results showed that most categories of government expenditure positively and significantly influenced GDP growth, except for foreign direct investment (FDI) growth. They concluded that raising developmental expenditures—especially in infrastructure—is essential for sustaining higher economic growth.

Wang (2007) examined data from 31 countries between 1986 and 2007 to explore “the bidirectional relationship between healthcare expenditure and economic growth. Panel regression results showed that increases in health expenditure stimulate economic growth; however, economic growth tends to reduce the rate of health expenditure growth”. 

Statement of the Problem

Despite India’s considerable economic progress over the past decades, public investment in healthcare has remained disproportionately low, resulting in chronic underfunding, inadequate infrastructure, and high out-of-pocket expenditure. With government health spending still very low, millions of households incur catastrophic financial burdens when accessing care, and approximately 63 million people fall into poverty annually because of medical expenses (National Health Policy, 2017). This mismatch between economic growth and health investment raises concerns about the inclusiveness and sustainability of India’s development path.Although health is a critical input in enhancing productivity and human capital, the country’s public health expenditure has not kept pace with rising population needs and disease burdens. This gap necessitates a thorough investigation into whether existing spending patterns are sufficient to improve health outcomes and support sustained economic growth. 

Objectives of the study

1. To examine the growth and trends of public health expenditure  in relation to population and    Gross Domestic Product (GDP) in the health sector in India
2.  To explore growth and trends in   key health financing indicators in India
3. To analyse central state share in public health expenditure

Methodology

This study is based entirely on secondary data related to public health expenditure covering the period from 2010 to 2022, gathered from reliable and authoritative sources such as Ministry of Health and Family Welfare reports, National Health Accounts, Census of India documents, NITI Aayog reports, and the World Bank database.

Patterns and trends in time series data were analyzed using line graphs. Macroeconomic links with Gross Domestic Product (GDP), per capita public expenditure, and related variables were examined using Compound Annual Growth Rate (CAGR) and correlation analysis
Result and Discussion: 

Table 1. Public expenditure on Health as % of GDP across World Income Groups- 2022

	Countries
	% of GDP

	High income countries
	5.8

	Upper middle income countries
	4.0

	Lower middle income countries
	2.4

	Low income countries
	1.2

	India
	1.7


Source: Global Health Expenditure Database. WHO (2022)

Table 1 compares public health expenditure as a proportion of GDP across global income groups in 2022. High-income countries spend an average of 5.8% of GDP on public health, while upper-middle-income countries allocate 4.0%, and lower-middle-income countries spend 2.4%. Low-income countries spend just 1.2%. India’s expenditure stands at 1.0%, which is not only below the global average of 3.8% but also lower than the average for lower-middle-income economies. This comparison highlights India’s relatively low fiscal commitment to public health despite being categorized as a lower-middle-income country. The data underscore the need for significantly higher public funding to meet basic health system requirements and close the gap with global norms.

Table 2. Public expenditure on health as % of GDP among countries with significant UHC service coverage – 2015
	Countries
	% of GDP

	Sweden
	9.2

	France
	8.7

	Denmark
	8.7

	Belgium
	8.6

	Netherlands
	8.6

	Switzerland
	8.5

	Norway
	8.5

	USA
	8.5

	UK
	7.9

	Austria
	7.8

	Canada
	7.7

	Iceland
	7.0

	Italy
	6.7

	Portugal
	5.9

	Luxemburg
	5.0

	Republic of Korea
	4.2

	Brunei Darussalam
	2.5

	Singapore
	2.2


National health profile 2018

Table 2 presents public health expenditure as a percentage of GDP among countries known for strong Universal Health Coverage (UHC) systems. Countries such as Sweden (9.2%), France (8.7%), and Denmark (8.7%) allocate high levels of public spending, reflecting their comprehensive health service delivery. Even countries like the United States, United Kingdom, and Canada maintain expenditures between 7.7% and 8.5%. On the lower end, Singapore spends only 2.2%, despite having efficient health outcomes due to alternative financing mechanisms. The table illustrates that most countries achieving high UHC coverage spend significantly more than India’s 1%, emphasizing the relationship between strong public funding and high-quality health services.

Table 3. Trends in Public expenditure on health
	Year
	Public expenditure on health(crores)
	Population

(crores)
	GDP

(crores)
	Percapita public expenditure on health (Rs)
	Public expenditure on health as a percentage of GDP

	2009-10
	72536
	117
	6477827
	621
	1.12

	2010-11
	83101
	118
	7784115
	701
	1.07

	2011-12
	96221
	120
	8736039
	802
	1.10

	2012-13
	108236
	122
	9951344
	890
	1.09

	2013-14
	112270
	123
	11272764
	913
	1.0

	2014-15
	121600.23
	125
	12433749
	973
	0.98

	2015-16
	140054.55
	126
	13764037
	1112
	1.02

	2016-17
	188010
	128
	15253714
	1397
	1.4

	2017-18
	231104
	129
	16751688
	1657
	1.28

	2018-19
	242219
	131
	18971000
	1849
	1.27

	2019-20
	271544
	134
	20385000
	2026
	1.33

	2020-21
	316554
	135
	19854000
	2345
	1.59

	2021-22
	434163
	136
	23597000
	3192
	1.83


Source; National health account cell, ministry of health and family welfare

This table provides a comprehensive overview of the trends in Public Health Expenditure relative to Population and GDP over a 13-year period (2009-10 to 2021-22).The data clearly demonstrates a strong upward trend in public health spending. Percapita  public expenditure on health  increased more than five-fold, from ₹621 in 2009-10 to ₹3,192 in 2021-22. The dramatic rise public expenditure as a percentage of GDP in 2020-21 and 2021-22 (1.33% to 1.83%) is likely a direct consequence of the increased fiscal focus on health due to the COVID-19 pandemic.

Figure 1. Trend Analysis
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Both Public Health Expenditure (blue line) and GDP (orange dashed line, scaled for comparison) show an overall consistent and strong upward trend. Per Capita Public Health Expenditure also exhibits a very strong, nearly exponential, upward trend, further emphasizing that the increase in spending is outpacing population growth.Public Health Expenditure as a Percentage of GDP shows a slight decline initially (2009-10 to 2014-15), dropping to a low of 0.98%then climbs steadily, peaking in the final year at 1.83. 

Table 4. Descriptive statistics

	Statistics
	Public Expenditure on Health (Crores)
	Population

(Crores)
	GDP

(Crores)
	Percapita Public expenditure on Health (Rs)
	Health expenditure as Percentage of GDP(%)

	Mean
	185,970
	126.46
	14,248,640
	1,421
	1.24

	Min
	72,536(2009-10)
	117(2009-10)
	6,477,827

(2009-10)
	621

(2009-10)
	0.98

(2014-15)

	Max
	434,163(2021-22)
	136(2021-22)
	23,597,000

(2021-22)
	3.192

(2021-22
	1.83

(2021-22)


Public health expenditure, population, and GDP have all demonstrated substantial growth over the period, with their highest values observed in the  year (2021-22), shows  a upward trend. The per capita public expenditure on health rose from Rs 621 to Rs 3,192, representing a significant increase in public spending per person over the 13-year span.  Health expenditure as percentage of GDP is highest in 2021-22 ( 1.83% ).

Table 5. Compound Annual growth rate Analysis

	Sl.No
	Metric
	CAGR % (2009-10 to 2021-22)

	1
	Public Expenditure on Health
	16.08



	2
	Percapita Public expenditure on health
	14.62%

	3
	GDP
	11.37%



	3
	Population
	1.26%




Public Health Expenditure had the highest CAGR at 16.08 % which means public spending on health has been growing at a faster rate than the national economy  GDP  and population.The Per Capita Public Expenditure on Health also shows a strong growth rate 14.62 % which is higher than the GDP growth rate. The CACR percentage of population was 1.26%.
Table 6. Correlation Analysis

	Variables
	Public health expenditure

(Crore)
	Population

(crores)


	GDP

croreTs
	Percapita Health expenditure on Health (Rs)
	Health expenditure as a percent of GDP

	Public health expenditure
	1
	0.94
	0.96
	1
	0.93

	Population
	0.94
	1.00
	0.99
	0.93
	0.79

	GDP
	0.96
	0.99
	1.00
	0.95
	0.81

	PercapitaHealth Expenditure
	1.00
	0.93
	0.95
	1.00
	0.92

	Healthexpenditure  as a percent of GDP
	0.93
	0.79
	0.81
	0.92
	1.00


There is an extremely strong positive correlation ( 1.00) between Public Health Expenditure and Per Capita Public Expenditure on Health. .  Public Health Expenditure is highly correlated with GDP (0.96) and Population (0.94).The metric Health Expenditure as a Percentage of GDP is also strongly correlated with Public Health Expenditure (0.93) and Per Capita Expenditure (0.92), suggesting that as spending increases in absolute and per-person terms, its share of the total economy generally rises as well.

Table 7. Key health financing indicators for India of NHA estimates
	Sl.

No
	Indicators
	NHA

2013-14
	NHA

2014-15
	NHA

2015-16
	NHA

2016-17
	NHA

2017-18
	NHA

2018-19
	NHA

2019-20
	NHA

2020--21
	NHA

2021--22

	1
	Total Health Expenditure (THE) as percent of GDP
	4.0
	3.9
	3.8
	3.8
	3.3
	3.2
	3.3
	3.7
	3.8

	2
	Total Health Expenditure (THE) per capita(Rs.) at current prices
	3,638
	3,826
	4.116
	4,381
	4,297
	4,470
	4,863
	5,436
	6,602

	3
	Total Health Expenditure (THE) percapita (Rs.)at constant prices
	3,174
	3,231
	3,405
	3,503
	3,333
	3,314
	3,516
	3,752
	4,205

	4
	Current Health Expenditures (CHE) as percent of THE
	93.0
	93.4
	93.7
	92.8
	88.5
	90.6
	90.5
	89.7
	87.3

	5
	Government Health Expenditure (GHE) as percent of THE
	28.6
	29
	30.6
	32,4
	40.8
	40.6
	41.4
	42.8
	48.0

	6
	Out of Pocket Expenditures (OOPE) as percent of THE
	64.2
	62.6
	60.6
	58.7
	48.8
	48.2
	47.1
	44.4
	39.4

	7
	Social security expenditure on health as percent of the THE
	6.0
	5.7
	6.3
	7.3
	9.0
	9.6
	9.3
	8.6
	8.7

	8
	Private Health Insurance expenditures as percent of THE
	3.4
	3.7
	4.2
	4.7
	5.8
	6.6
	7.0
	7.3
	7.4

	9
	External/Donor funding for health as percent of THE
	0.3
	0.7
	0.7
	0.6
	0.5
	0.4
	0.5
	0.7
	1.1


Source : NHA Estimates for various years

There was a stong and steady increase in Government Health expenditure (GHE). CHE was decreasing, from 93.0%to 87.3.%.  GHE as a percent of THE almost doubled, rising from 28.6% in 2013-14 to 48.0 in 2021-22.OOPE as a percent of THE dropped significantly from 64.2% in 2013-14 to 39.4% in 2021-22.current Health expenditure.  The most crucial finding, showing a major policy shift where the government is taking on a substantially larger financial responsibility for healthcare
Table 8. Central state share of Government Health Expenditure.
	Year
	Central Government share of GHE
	State Government share of GHE

	2013-14
	34
	66

	2014-15
	33
	67

	2015-16
	30
	70

	2016-17
	31.4
	70

	2017-18
	32.4
	68.6

	2018-19
	34.3
	65.7

	2019-20
	36
	64

	2020-21
	35.7
	64.3


Source : National Health Accounts various years

The State Governments consistently bear the majority of the financial burden for GHE throughout the entire period.The State share ranges from a minimum of 64.0 %(2019-20) to a maximum of 70.0%(2015-16 and 2016-17).The average State share over this period is 67.0%. The average Central share over this period is 33.4%.

Conclusion

The need for increased public spending on health is based on the fundamental principle that health is both a human right and a powerful economic driver. The differences in the availability of health care facilities have largely led to regional disparities.  There is a major issue for rural access to healthcare.  There exists a shortage of infrastructure for health services in rural areas. The dominance of private spending in health sector in India also deny adequate access to the poor.   This in turn has adverse outcomes not only for the affected population but for society as a whole. Both in terms of efficiency and equity, there is no alternative to the public provision of health care.  Increased health spending and reforms in health sector is necessary to solve the key issues such as accessibility, interstate- inter-regional disparities in health care. 

Recommendations of the study

The core finding of the study  is  inadequacy of public health spending (which often remained below the National Health Policy 2017 target of 2.5% of GDP) and the resulting high Out-of-Pocket Expenditure (OOP) by citizens.Based on a study analyzing public health expenditure and outcomes in India from 2010 to 2022 using authoritative secondary data, the recommendations generally fall into three strategic areas: Financing and Budgetary Reform, Structural and Service Delivery Reform, and Governance and Research Focus. Policy efforts should focus on sustainable and diversified financing mechanisms. Higher public investment is crucial for achieving Universal Health Coverage (UHC), reducing poverty, and building resilience against future health crises.
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