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ABSTRACT

The present research study focuses on the “Detemménof Social Sector Expenditure in Himachal Peddand Kerala”
social sector expenditure is an important instruimim realizing the objectives of government palidje government
formulates programmes and schemes, and undertakegus social and economic activities, which aintssacio-
economic development of the community. Therefoalssector expenditure largely determines theliragion of the
objective of growth with equity of the governmeBoth, Himachal Pradesh and Kerala despite varioe®n®mic
limitations have exhibited very high performanceéhwispect to social sector development. Keral@Bievement in the
field of education i.e. near total literacy, fre@dauniversal primary education, low dropout rate sghool level, easy
access to educational institutions, gender equadity,, definitely owes to its social sector expemdionly. As far as
Himachal Pradesh is concerned, it is also amongligiest literate states in the country and rarikl fvith respect to
literacy rate. Female literacy is also encouragiagd state has been awarded at national leveltfobést performance in
the field of education. In the present study, tetedninants of the social sector expenditure in &tihal Pradesh and
Kerala during the period 1971 to 2016are taken intmsideration. Forty six, years period is suffitienough to reveal
the major trends and changes taking place in sax@ator expenditure in Himachal Pradesh and Keraiahis context, it

is quite meaningful to study the determinants ofad@ector expenditure in both states respectively

KEYWORDS:Social Sector Expenditure, Socio Economic Developniopout rate, gender equality, Female literacy.

INTRODUCTION

The expenditure on social services and rural dgweént is defined as social sector expenditure @sngin central and
state budgets. The head social services includeatida, health & family welfare, water supply anahigation. The
expenditure under the head rural development =latestly to anti-poverty programmes. Aside from wamd self-
employment programmes, there are specific healthrarritional programmes for women and children ttee poorer
segments of the population of the rural and urbaa.aThe components of social sector such as edocaealth, labour

welfare, nutrition, relief on account of naturalaraities, expenditure on education and health ajspeabe more relevant.

The human capital uprising of the post 1960's fooushuman development in lieu of income growth; éhav
brought into a sharp focus on the crucial role @thyy the component of social sector in economigeld@ment.

Therefore, providing quality education, provisiafdasic health and social safety nets the padi@mp of population into
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the process of economic development can be alaahadapid rate. Social services, either directlyndirectly emerged
as important public sector activity in developingoeomies of the world. Appropriate expenditure atia and
community services is desirable as an instrumeattieve the objective of reducing inequalitieshi@ economy. There is

a need to form expenditure policy in such a way tha benefits are passed on to economically pecicn of the society.

The state of Kerala along with the west coast fallthe south-western part of the country. It haastline of
590 km that does not exceed 100 km at its widesttplh came into existence on November 1, 1956Grmtotal area of
38,863 sqg. km., contributes 1.25 per cent of tgéaigraphical area and population of 33.3 millioogle accounts for 2.76
per cent of India as per the census of 2011. Ptpaldensity is 859 persons per sg. km in Kerad i third highest in
country. Kerala essentially is an agricultural etatnd high population density results increasesktssity for food and
have enhanced the cultivation in the state, tolné&dr per cent of the total geographical area. égture provides the raw
material for a number of agro-processing industtied occupy an important role, in employment gatien especially.
The growth of the service sector remains strikisgtiire of Kerala’s economy right from the beginnisg largest source

of employment generation in the state.

Himachal Pradesh, with an area of 55,673 sq. kmnis of the smaller but most important states ofalntt
consists of international border with Tibet thatkewm the state strategically also very importantattks 1# among the
states and union territories in terms of geograghacea and Z1in term of population with 68.5 lakhs populatidrhe
state reckons 1.7 per cent of the total area oftlmtry and 0.57 per cent of the total populaéierper the census of 2011.
The density of population stood at 123 personsspekm. and ranks 28th among the states and uaroitoties that is
much below the all-India average of 324personssperkm. The urban population constitutes 9.79 pett of the total
population of the state, the lowest among all stated union territories. Almost eight out of evesy persons in the state

are literate, and it ranks 11th in terms of litgratall India level.

Himachal Pradesh needed a different kind of apprdac its economic development, because of itspberial
location that have been mistreated in the pastdva@tage of a weak economic and institutional basd,a low level of
catalytic skills of the people to provide servisegh as roads and transport, banking, medical ealthh which can create
conditions for modern development was not in wehdition. Presently, the economy of Himachal Pradeggrowing at
alarming rate in term of literacy, health, ruralvel®pment, sanitation, natural calamities. Per teapicome, net state
domestic product is also becoming better with thespge of time. Horticulture and tourism has becttraéey indicators

of the economy of Pradesh, and government inigtare also remarkable in this regard.

REVIEW OF LITERATURE
In order to complete the study, various studies @sgarches are reviewed regarding public expeeditugeneral and

social sector in particular. Some of the studiagest as mentioned below:

Lull (1969) studied the relationship between pepiteaincome and the size and pattern of government
expenditure for 46 developing countries, dividetbithree income groups. The cross sectional datacellected and
multiple regression technique revealed that in @3 countries; correlation between per capitaine and government
expenditure turned out to be significant at 10 gt level. However, the social services as a whlotgved no significant
tendency to increase as a proportion of total edipere, or of the GDP with rising incomes. Educatiand health

expenditure tended to rise as a proportion of dakernment expenditure for the first two groups.
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Peacock (1979) made an attempt to identify theouarideterminants of growth of government expenelifar
major industrial countries of the Western Europevadl as United States and Canada. The study fobadlong term
increase in government expenditure coupled wittwgrg centralized control of it, in these countriée also lists out
reasons of growing public expenditure and correlé@gegrowth to the formation and evolution of tiofil decision making

process in democracy.

Rao (1981) disclosed that the ideological leanifithe parties in power do not significantly affebe level of
expenditure in the states, but intend to createginaay output differentials. It was concluded thests stable governments

made significantly higher level of government exgiture, particularly on social and economic sersice

George (1982) examined the problem of revenue alipee spiral in Kerala, leaving a heavy revenuécie

year after year. To resolve this problem, he suggethe need of more central transfers.

Sharda (1987) examined as to how far budgetingumsnts have been used by the government of Hirhacha
Pradesh to achieve the goals of growth and sagsticg. The study covered the time period from 18870 1981-82. The
analysis revealed that the growth of governmengepdjture in Himachal Pradesh is in line with Waggerdoctrine.

There has been a perceptible shift in the struatigovernment expenditure during the period umdéarence.

Jacob (1993) demonstrates on the finances of tite sff Kerala, for the period 1950-90. He listed e non-
developmental expenditure, major factors contritmtio the state's fiscal crisis in general, and-plan revenue

expenditure in particular.

Guhan (1995) studied social sector expenditurén@fGovernment of India during the period 1991 t8§5t96.
The study found that social sector expenditure hentegiven due importance by economic reforms gsiired. It was
observed that the states are mainly responsibléhéobulk of social expenditure either of their oamas an agent in the
centrally sponsored programmes. A national polimguted on social expenditure stated that an ecenm@form has no

relevance unless more funds are allocated at titeegeand at the state level for social expenditure

Dev and Mooji (2002)78 analyzed the trend in Indiasing the period 1990-91 to 2000-01 of central atate
budgets on social sector expenditure. The papersést on overall level of allocation of expenditare education and
health and inter-state disparities. It was obsetkiat India’s performance in the social sector feagrom satisfactory and
was lower in 1990s vis-a-vis 1980s. It was empledakibat, in view of very low rank held by India itespect to human
resource development, it is all the more importiat both social sector expenditure, and its aian pattern should

improve.

OBJECTIVE OF THE STUDY
The present study is an attempt to analyze therdetants of social sector expenditure in Himacha@desh and Kerala.
Therefore, the study aims to know the determinantthe factors affecting the social sector affegtim the both states,

respectively.

METHODOLOGY

The study is based on secondary data. The datdlésted from various relevant issues of Economir/8ys published by
Government of Himachal Pradesh and Kerala, remdr@omptroller and Auditor General of India, budgecuments of
Government of both states, Annual Financial Statesef Government of the respective states. Inrormexamine the
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group of determinants of each item of social seexpenditure among the explanatory variables anileatify the
significant factors associated with each item openditure, an ordinary least square (OLS) modedsismated. The
relationship between the two variables is estimated linear or straight line relationship, defilgdhe equation:

Yi=bo + bX; + boX, + bgXz +-----mmmmmm - + bgXg + €

Where, Y are the dependent variablegzotal Expenditure on social sector;=Revenue expenditure on social
sector, %=Capital expenditure on social sectog=Xon-plan expenditure on social sectog=Flan expenditure on social

sector.

Where, X are the explanatory variables, X1= Gramgid, X2= Degree of urbanization, X3= Percenta§&C
population to total population, X4= Percentage Gf ®pulation to total population, X5 = GSDP at eutrprices, X6=
State own revenue

by is the intercept or the constant and bi are tbpesiThe line is mathematically calculated such, e sums of
distances from each observation to the line arémiwed.

By definition, the slope indicates the change iasya result of a unit change in x. The straigh Isalso called

the regression line or the line of best fit.

The method of calculating the regression coeffic{gtope) is called ordinary least square (OLS)SQdstimates

the slope by minimizing the sum of squared diffeesnbetween each predicted and the actual valMe of

RESULTS AND DISCUSSIONS

Factors affecting Social Sector Expenditure in Himahal Pradesh and Kerala

The factors governing or determining social seependiture in the both states are grants-in-agd, gapita
income, contribution of primary sector, degree dfamization, percentage of Schedule caste (SCulatpn, percentage
of Schedule Tribe (ST) population, Gross State DaiioéPrice at current prices, total population atate own revenue.
Here, an attempt is made to find out the determgah social sector expenditure in the state of &tihal Pradesh and
Kerala.

A multiple regression is run to study the impactvafious explanatory variables, namely grants-uh-gier
capita income, contribution of primary sector, dsgof urbanization, percentage of Schedule castg fBpulation,
percentage of Schedule Tribe (ST) population, Gi$tge Domestic Price at current prices, total pajan and
state own revenue on social sector expenditureimmaldhal Pradesh and Kerala. Before, running mdtigglgression
the problem of normality found in the data. In erdo overcome the problem of normality, data néede
transformed. There are multiple ways of transfogmor normalizing a data. Some of them are takirf§edénce,
taking logarithm, taking In (natural logarithm),kdtacting mean from the value, subtracting medramfthe values.
The transformation method used here is logarithiiterAtaking the logarithm, the data became norritakerefore,
after the transformation of data multiple regressioodels are applied for dependent and independznmdbles to

get desired output and result.

After the normalization of data, the independentaldes collected are highly correlated with onenwre of
other independent variable in the dataset. Thisgyiise to the problem of multi-collinearity. Whase multiple regression

model assumes that the independent variables shibliave highly correlated to each other. The agsion is tested
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using Variance Inflation Factor (VIF) values. VIBlues higher than 10 indicate that multi-collingai$ a problem in the
existing data. There are few possible ways to remnbe multi-collinearity. One possible solutiortdgscenter the data. To
center the data, means to subtract the mean samre dach observation for each independent varididsvever, the
simplest solution is to identify the variables dagsmulti-collinearity (i.e. through correlations &1F) values and

removing those variables from the multiple regre@ssinalysis.

A multiple regression is run to study the impacvafious explanatory variables on total social @eekpenditure
and various other categories of total social seexpenditure in Himachal Pradesh and Kerala. Oallatbove mentioned
independent variables, three variable i.e. totgbutetion, per capita income and contribution ofmaty sector are
excluded from the analysis because of multi-cotlitg problem in the case of Himachal Pradesh whdgal population,
per capita income, contribution of primary sectod gercentage of SC Population in case of KeralheiGsix variables
taken together, which significantly predicted tatatial sector expenditure F-statistics =194.1%®,@5, R=0.968 and F-
statistics =276.87, p<0.05,2=E0.972 for both the state, respectively.

Determinants of Total Social Sector Expenditure irHimachal Pradesh and Kerala

In the present section, an attempt is made to sthuelgleterminants of total social sector expenditnrHimachal Pradesh
and Kerala (Table-5.1).

Table 5.1 shows that the Bnd adjusted Rvalues of the regression are close to 0.968 @8B0and hence it is a
good fit regression model for Himachal Pradesh. dim@ysis revealed that degree of urbanizatiomfadld by percentage
of SC population to total population, percentag&dfpopulation to total population and GSDP atentriprices emerged
as the strongest determinants of total social se=tpenditure that are significant at one per dewmél in Himachal
Pradesh. With one per cent increase in varianakgfee of urbanization, there was 0.420 per ceami@h in the variance
of total social sector expenditure. Secondly, vatte per cent increase in variance of SC populatototal population
results, 0.188 per cent changes in the variantetalf social sector expenditure. As, one per change in variance of ST
population to total population and GSDP at curganites, there was 0.145 and 0.341 per cent changeeivariance of
total social sector expenditure respectively, justg the strongest determinants of total socialt@e expenditure in

Himachal Pradesh, over the period under study.

The table shows further, that there are no sucicamats that turned out to be significant one, baye a negative
impact on total social sector expenditure in ttaestFurther, it is observed that grant-in-aid stade own revenue, has no
significant impact on total social sector expensitin Himachal Pradesh, showing the values grahtar the values of
significant at any level (i.e. 1%, %5 and 10% resipely). The p-values for Grants-in-aid and Staten revenue stood at
0.446 and 0.874 per cent that are not significaitrhessing any impact on total social sector expeneliin Himachal
Pradesh. Determinants of total social sector expamedin Kerala are also shown in Table 5.1. Thevattable reveals that
the R and adjusted Rvalues of the regression are close to 0.972 a@®B0and hence it is a good fit regression model fo

Kerala, also like as Himachal Pradesh
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Table 1: Determinants of Total Expenditure on SocibSector in Himachal Pradesh and Kerala

) . . |Standardized
Model Unstandardized Coefficien Coefficient t-value p-value

Dependent B Std. Error Beta

variable Total

Expenditure on | HP [Kerala| HP [Kerala| HP |Kerala| HP |Kerala| HP Kerala

Social Sector
C -16.70¢|-0.84¢[3.345 0.27¢ -4.99t [ -3.08¢]0.00( 0.00¢
iisg)ore (Gran-in- | 4 541 | 0.1440.312 0.039]0.043 0.186| 0.770| 3.739 0.446 0.001*
Zscore (Degree of) 4 565 | () 55680 591 0.231/0.420 0.061| 6.192| 1.108 0.001* 0.276
Urbanisation)

0,
zZscore (% OfSC | g 500! 4 2048 # |0.188 # | 4245 # |0.000* #
Population)
0,

Zscore (% of S| 5 55| 1260.712 0.255(0.145 0.017| 3.292| 0.500 0.002* 0.620
Population)
Zscore (GSDPz | g 55,1 () 6860.091 0.068/0.341 0.675| 3.683| 10.1610.0011 0.000*
CurrentPrices)
Zscore ( State OWN 414 | () 1340.088 0.064/0.012 0.123| 0.159| 2.156 0.874 0.037**
Revenue)
R-squared 0.968 0.972 Adjusted R-squared 0.963 0.968
p-value 0.000] 0.00D F-Statistics 194.113 276.877

Note: *1% level of significance
**5% level of significance
***10% level of significance

The values of % of SC Population to total poputatice not taken in the case of Kerala, due torthiglgm of multi-collinearity.

The analysis shows again that Grants-in-aid, GSDEuaent prices, and state own revenue becomeramipa
determinants of total social sector expendituriénala. Grant-in-aid stood significant at 1 pertdemel having the value
of p statistics 0.001. It means, with one per éeatease in variance of grant-in-aid results 0.p86 cent change in the
variance of total social sector expenditure. SihilaGSDP at current prices also evident significgdvalue (0.000) at 1
per cent, signifying that one per cent increaseanance of GSDP at current prices ensue 0.67%@et change in the
variance of total social sector expenditure. Furthidaen one talk about the state own revenuepddssignificant at 5 per
cent level possessing the p-value 0.037. This owcturther stated that one per cent increase ilarveg of state own
revenue signify 0.123 per cent change in totalaa@ctor expenditure in Kerala, under the studyoge Table stated
further, that the variable degree of urbanizatjgercentage of ST population to total population masignificant impact

on total social expenditure witnessing the p-valil@36 and 0.620 per cent respectively, in theesitbKerala.

The results of table 5.1 regarding the comparidodeterminants of total social sector expenditurélimachal
Pradesh and Kerala sated that the regression rizogebd fit for both the states. Degree of urbativra percentage of SC
population to total population, percentage of SPpuation to total population and GSDP at curreitgs emerged as the
strongest determinants of total social sector edipere Himachal Pradesh, whereas grant-in-aid, G&D&urrent prices,
and state own revenue are strongest determinawotalfsocial sector expenditure in Kerala. It isetved that GSDP at
current prices become as a determinant of totahksector expenditure in both states.
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CONCLUSIONS

Social sector expenditure is one of the importapeats to know the prosperity of an economy. Huderelopment Index
ranking also depends upon social sector expendiBoeial sector includes the essential compondniseoeducation, art
and culture, health and family welfare, rural depshent, safe drinking water, nutrition, labour amdployment, natural
calamities and sanitation etc. Both the statedbasé performer in term of human development indenational level. The
factors affecting social sector expenditure in blo¢h states GSDP at current prices emerged a®agsst determinant.
Degree of urbanization, percentage of SC populatiototal population, percentage of ST populatioridtal population

and GSDP at current prices emerged as the strodgistminants of total social sector expenditurélimachal Pradesh,
whereas grant-in-aid, GSDP at current prices, datk sown revenue are strongest determinant of &maial sector
expenditure in Kerala. The percentage of SC ang&ulation to total population in Himachal is appnoately 25 per

cent and 6 per cent respectively. Hence, these fagtors emerged as the strongest determinant aflseector

expenditure. Whereas, the percentage of such paguia approximately 10 and 1 per cent in Keralaaesult state own
revenue and GSDP at current prices, emerged astribrggest determinant of social sector expenditdesce, Himachal

has to improve the sources of state own revenaecassequence better impact could be seen on seci@r expenditure.
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