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hildren represent one of the most vulnerable sections of a society. A child
is vulnerable not simply because of age but also because of the reduced
capacity for self-protection.! In India, a large proportion of children face
marginalisation and discrimination that significantly diminish their opportunities
and life chances. Investing in children of all ages can ensure that they can be
brought out of the vicious cycle of poverty, discrimination and exploitation. By
ensuring children remain healthy and educated; there exists more room for fostering
innovation while augmenting the country’s skilled workforce which, in turn, leads
to a better economic outlook and improved social cohesion (Office of the Children’s
Commissioner, 2014).

Socially and politically, investing in children is logical. A society that protects its
children, and is accountable in doing so, promotes good governance leading to
higher equity and better social stability. Moreover, good governance allows for
greater inclusion within the society. Furthermore, leaving out a particular group
reduces participation and a feeling of togetherness, which are essential for a
functioning democracy. Funding child related programmes must be seen as an
essential priority for achieving children’s rights today and ensuring a more stable
and prosperous country tomorrow (Pereznieto, Powell, & Avdagic, 2011).

1. Child Line India http.//www.childlineindia.org.in/vulnerable-children.htm




THE ANALYSIS: SCOPE
AND LIMITATIONS

This Brief is based on a Public Expenditure Analysis
that took into account expenditures and allocations

for children for the last 14 years (i.e. 2001 to 2015) in
Karnataka. In this case ‘child’ refers to the less than
18 years of age group. To understand what constitutes
expenditure on the child, a social protection framework
which considers both risk prevention and response
mechanisms was adopted. The analysis, therefore, not
only looked at basic rights each child should have (e.g.
education, health and nutrition) but also analysed how
much the state spends on other components of child
well-being such as legal and institutional provisions,
and other child protection schemes.

In order to conduct the analysis, CBPS looked at
approximately 7,200 unique line items of budget
documents. Budget documents included not only the
state budget documents but also ‘Budget Allotment
for Zilla Panchayats’ commonly referred to as the ‘link
documents’ in Karnataka. In order to make the analysis
more rigorous, expenditures were separated into two
categories: Core and Core Plus. Core expenditure was
defined as expenditures that were considered essential
for children. Core Plus expenditure took into account
not only Core expenditures but also components of a
programme which were important but perhaps not as
essential e.g. medical expenses, travel allowances of
certain schemes.

An attempt was made to disaggregate analysis

by sector, age group, gender, social groups and
disadvantaged groups including children with special
needs. In the end, however, the gender and social
group data was not amenable for any meaningful
interpretation and therefore was omitted from the rest
of the analysis.

MAIN TRENDS

1. Public expenditure on children has
increased gradually

Total expenditure on children has gone up within the
state over the years, albeit gradually. There has been a
consistent rise in terms of real spending, and not only
in the nominal expenditure.? In real terms, Karnataka has
increased its spending on children (core estimates) from
Rs. 407,634 lakhs in 2001-02 to Rs. 1,190,933 lakhs
in 2014-15.

2. N denotes Nominal and R denotes Real expenditure at 2004-
05 prices in all the diagrams.

Per capita spending on children has also registerd

an increase. From approximately Rs. 2,000 per child
in 2001-02, Karnataka has increased its spending
and allocation to Rs. 15,041 per child in 2014-15

in nominal terms and to Rs. 6,204 per child in real
terms (Core estimates). However, a decline in
2015-16 is worrying as it could reflect the lowering
of expenditure on social sector and children. Whether
this is a one-time occurrence or a more stable feature in
the post 14t Finance Commission scenario should

be closely observed.

Figure 1: Total Expenditure Incurred by Karnataka on
Children
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Figure 2: Per Capita Total Expenditure on Children
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2. Is public spending on children a
priority? Mixed signals

In order to understand whether children are a priority,
the analysis first looked at total expenditure as a
proportion of the Gross State Domestic Product
(GSDP). The expenditure as a proportion of GSDP
fluctuated between 2.7% and 4.2% during the 2001-
15 period. Core Plus expenditure was 3.5% of the
state’s GSDP in 2013, and subsequently increased to
4.1% of the GSDP in 2014. During the same years,
Core estimates accounted for the proportions varying
between 2.9% and 3.5% of the GSDP.

Figure 3: Total Expenditure on Children as a
Proportion of the GSDP (Real Prices; Base year:

2004-05)
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It is also important to consider expenditure on children
as a proportion of the state’s total expenditure. From
2005 onwards, this proportion has remained in the
range of 15-20%. The proportion has remained largely
static despite almost continuous upward trend in the
per capita expenditure reflecting the state’s growing
economy and the resultant increasing size of public
expenditure.

Figure 4: Total Expenditure on Children as a
Percentage of the Total State Expenditure

3. Education gets the largest share

Education receives the largest share of the public
spending on children. However, education’s share

has declined over the years from about 90% in

2001 to under 80% in recent years (Core estimates).

If one takes the Core Plus estimates, education’s share
goes down to about 70% in recent years. Health and
Nutrition & Food Security are important segments
where expenditure on children is low. The proportion of
expenditure on health went from 4% in 2014-15 to 5%
in the 2015-16 allocations. Nutrition & Food Security
related expenditure constituted approximately 11% of
the expenditure in the most recent year.

Figure 5: Sector- Wise Percentage Distribution of Total
Expenditure on Children
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Low expenditure on children’s health and nutrition
coupled with gender biases in accessing health
insurance (as reported by other studies e.g. CBPS
2015a and CBPS 2015b) should be signalled to policy
makers. The declining sex ratio for total population as
well as for children born in the last five years, as
reported recently by NFHS IV also calls for greater
attention and allocation for addressing gender
inequalities through health expenditure.



4. Allocations lowest for 0-6 age group

The age group distribution shows that children in
6-14 year age bracket have received the largest share
of public spending over the last 15 year period. This
group has received approximately 35-39% of the total
allocations to children as per the Core estimates, and
about 43-47% of the Core Plus estimates. This means
that most of the elements in Core Plus estimates are
meant for this age group.

Figure 6: Percentage Distribution by Age Groups
(Total Expenditure on Children)
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The 0-6 year age-group, which constitutes about
one third of the child population, receives the least,
i.e., less than 10 per cent of the total expenditure on
children in Karnataka. This shows a slight increase in
the last two financial years: 2014-15 and 2015-16.

Table 1: Proportional Share in Child Population and in
Total Expenditure on Children in Karnataka for 2011-
12 (Actual Expenditure)

Age group % share % share % share
in child in total in total
population expenditure expenditure
on children on children
(Core) (Core Plus)
0-6 year 32 9 8
6-14 year 45 48 41
14-18 year 23 27 23
Multiple age - 16 28

Low allocation for the 0-6 age group translates itself
into the lowest per capita expenditure: Rs. 1,912 in
2014-15, as compared to the Rs. 6,551 per child in the
14-18 age group and Rs. 6,541 for the 6-14 age group
in the same year. It may be recalled that education
receives the largest share of spending.

Figure 7: Per Capita Total Expenditure on Children
(Real Prices, Core Plus) Across Age Groups
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5. Expenditure on children continues to
be largely under revenue heads

Traditionally, expenditure has largely been revenue
based and that trend continues today. Revenue based
expenditures accounted for approximately 96% of the
total state expenditure on children during 2013-14,
93% in 2014-15 and approximately 95% in 2015-16.
This would indicate that expenditures on children are
largely going toward human resources which mainly
include salaries.




Figure 8: Percentage share of Revenue, Capital
and Loans & Advances components within total
expenditure on children (Core Plus estimates)
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It is difficult to identify a norm for the ratio between
revenue and capital expenditures as it depends
entirely on each state’s infrastructure. If a state has
already made significant investments in infrastructure,
capital expenditures are likely to come down while
expenditures related to human capital may rise

and vice-versa.

Spending on children is largely based on non-plan
expenditures. However, the proportion from plan
expenditures seems to be on a steady rise from
approximately 30% in 2001-02 to almost 50% today.
Plan expenditures are broadly classified as

the expenditure taken up by the government for a
particular time, after which the scheme moves on to
a non-plan scheme. It is important to understand that
recently, the distinction between plan and non-plan
expenditure is only administrative as both
expenditures seem to have similar heads e.g. salaries.

Figure 9: Percentage share of Plan and Non - Plan

components within total expenditure on children
(Core Plus estimates)
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6. Proportion of direct transfers have
reduced slightly

Direct cash transfers to the poor help disadvantaged
groups gain greater access to education and health care
(both public and private). Direct transfers for children,
which mainly come in the form of scholarships,
uniforms, textbooks etc. have seen a rise from roughly
12% in 2001-02 to 22% in 2015-16. However, the
trend has not been consistent over the years.

Figure 10: Proportion of direct transfers in total public
expenditure on children

254

20 4

on children (in %)
s o

o1
1

Proportion of direct transfer (cash
or kind) to total public expenditure

2003
2005
2007
2009

2001
2011
2013
2015

7. A large share of spending continues
to come from the Union Government

Funding for various centrally sponsored schemes

such as Sarva Shikya Abhiyan, National Rural Health
Mission, etc. involves funding from central and state
governments. The analysis revealed that approximately
23% of the total allocated expenditure for 2015-16
came from the Centre. This proportion has gone up
from 2001-02 and has remained relatively constant

in recent years except in 2013 when it reached about
27%. The proportion goes up when looking at plan
schemes alone. There almost half the spending comes
from the Centre but has gone down over the years.

Figure 11: Proportion of Union Government’s share to
the total expenditure (Plan plus non-plan) on children
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Figure 12: Proportion of Union Government'’s share to
the total state plan expenditure on children
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8. Is public spending used more by the
poor? One illustration

70 4
60 -
50 -
40
30 A
20 A
10 A
0

2001
2003
2005
2007
2009
2011
2013
2015

Financial Year

A benefit incidence analysis for education was
conducted by plotting the per capita expenditure
against usage by economic percentile and therefore
attempted to answer whether the poor are benefitting
from public spending. For this, first the average per
capita expenditure of providing a service or the unit
subsidy given in order to provide a service is estimated.
Then, the users for each type of service are identified
and those who use the service are disaggregated into
different sub-groups (as per income/ consumption
quartiles, wealth index classes) and ranked from
poorest to richest in order to compare how the per
capita expenditure/ unit subsidy is distributed across
these groups. Finally the utilisation figure is multiplied
with the government’s per capita expenditure of
provision/ unit subsidy to know the amount of public
spending on services going to each group.

A concentration curve graph is used to summarize

the expenditure pattern. A concentration curve of
public spending plots the cumulative proportions of
households/ individuals, ranked from the poorest to the
richest, on the horizontal axis, against the cumulative
proportion of benefits received by the household/
individual, plotted on the vertical axis. Benefit from
government spending is said to be pro-poor if the
concentration curve is above the line of equality
(45-degree line); such a concentration curve results in
negative concentration coefficient and if it is concave
rather than convex it implies that the particular service
is pro-poor.

ELEMENTARY
EDUCATION IS
PRO-POOR WHILE
SECONDARY
EDUCATION IS NOT
NECESSARILY SO

Using data for the year 2007-08 from NSSO for both
education and for quintiles based on consumption
expenditure, we tried to see who is benefitting most
from state’s public spending on education. It emerged
that the use of public education services by the poor
is higher at the elementary level of education, thereby
justifying the high level of public spending for the 6-14
year age group to some extent. The trend in the case
of secondary and tertiary education is reversed where
the use by poorer households is comparatively lower,
especially at tertiary level.

Tertiary education was included in the analysis (despite
the fact that this is outside the target age group) in
order to reveal the high level of use by non-poor that
exists at that level. Higher spending and expansion of
services is critical to bring poorer households within
the fold of secondary and tertiary education as the
experiences of the elementary education sector indicate
that it is only when the supply crosses a particular
threshold that the poorest households are able to enter.
Also, only when the poor will be able to complete
primary and secondary education can they enter tertiary
and until then the representation can be expected to be
low.

Figure 13: Concentration curve showing distribution
of education benefits (per cent) by expenditure
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MAJOR TALES

Conclusions and Recommendations

1. Public Expenditure on children is
relatively high in Karnataka but still
not enough

Karnataka spends relatively higher amounts on children
than other states, but whether it is high enough remains
a question. Karnataka spends approximately 15%-20%
of its total expenditure on children. This amount,
however, is a meagre 3%-4% when looking at it as a
proportion of the state’s GSDP. Hence, one should ask
whether the amount spent by the state is enough for
each and every child to attend school, access health
care facilities, be served nutritious food and be
protected throughout their childhood. The answer is far
from certain.

2. Early years need greater attention
and investment

In many ways the earliest years of childhood are the most
important. This is the age where a child undergoes rapid
and significant development and growth (both physical
and cognitive). However, this group (0-6) of children
receives the least funding from the state government.

In order for children to grow healthily, they must receive
proper nutrition, health care and must have access to
good pre-school education. A per capita expenditure of
approximately Rs. 2,000 is unlikely to cover the needs of
children in this age range.

3. Health, nutrition and protection
demand greater attention

It has been stated earlier that education takes the largest
share of expenditure on the child. While education is
undoubtedly important, low spending in other sectors
could be a cause for concern. For example, legal,
institutional and protection schemes receive hardly any
funding. It is beyond the scope of the present work to
answer whether the money being allocated for these
services are adequate, but this should certainly be
considered. Legal and protection schemes need to focus
on matters holistically from awareness to infrastructure
development, while sensitizing, training and developing
skills of all involved.® This is especially important in view
of the fact that despite being one of the best performers
on the economic front, Karnataka continues to perform
poorly on important indicators such as sex ratio, maternal

3. Child Line India http://www.childlineindia.org.in/child-protection-
child-rights-india.htm

mortality rates and child marriage. Therefore, it is
important to know whether the money allocated for child
protection by the state is sufficient, and research studies
that go deeper into these issues should be supported.

4. Measures that address and monitor
inequalities between groups need
greater attention

Although inequality related analysis for gender and social
groups were omitted from the budget and expenditure
analysis, several other small studies as well as benefit
incidence analyses reveal the presence of inequalities
based on sex, socio-economic status. It is important

that institutional mechanisms are developed to better
monitor the use by different groups so that the state can
ensure that spending is distributed fairly. Separate budget
allocations and reporting (such as gender budget and
SCP and TSP - SC plan and Tribal Sub-Plan) do not reveal
much in terms of actual expenditure and utilisation.

5. Child budget to go beyond budget
analysis

Child budgeting needs to go beyond budget analysis. The
process should encompass a plethora of issues including
analysis of allocations and expenditures while also
understanding the impact on the ground of such policies.
It is important to utilize different tools like expenditure
analysis, impact analysis and benefit incidence analysis
to truly comprehend whether policies have been effective
on the ground or not. Here, the responsibility lies on

the academic and civil society institutions to go beyond
expenditure analysis and use a variety of tools.

6. The state has to take more
responsibilities in the post 14" Finance
Commission phase

The 14" Finance Commission recommended to increase
the central transfer from 32 to 42% of the divisible
pool. While the Union Government made this increase,
it also reduced the allocations to a number of Centrally
Sponsored Schemes with direct relevance for public
spending on children. So far, a large portion of the
spending on children has come from these schemes. The
repercussion is already seen in the 2015-16

budget allocations where the per capita public spending
for children has shown a small decline in Karnataka.
Therefore, the state now has greater responsibility

of deciding its own priorities and making

required allocations.
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