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Developing an Understanding of Framework  
of a Welfare State in a Free Market Economy 

Context and Objective of the Research 

With the increasing globalisation and neo-liberalism,  the sustenance of welfare state has 

come under severe challenge the world over. In India too this debate has been occupying 

the central place for the past decade or more specially after  central government had 

adopted the rights based approach to welfare and enacted the right to work, right to 

education besides the health for all mission. Such welfare state functions inflict a burden of 

taxation and regulation upon capital that causes disincentive to investment resulting in slow 

growth. The state, it is argued, should let market forces function unhindered and the 

resultant fast paced growth will automatically lead to poverty alleviation, enhanced per capita 

income and individual well being. But in India, welfare (social policy)  is not a matter of mere 

public policy.  It is a constitutional obligation cast by the constitution of India, the Preamble, 

the Fundamental Rights in their enlarged scope as interpreted by the Supreme Court of India 

and the Directive Principles of the State Policy.  Article 37 of the Indian constitution lays 

down that the Directive Principles listed in Chapter IV of the constitution are "fundamental in 

the governance of the country and it shall be the duty of the State to apply these principles in 

making law".  

This raises a fundamental question that when all the states of India are governed and bound 

by the same constitution, then why one state is a more successful welfare state than 

another? Most of the contemporary literature on welfare state is devoted to its origin, 

evolution, typology and sustainability. There is not much research on the the key 

differentiators of a welfare state.  The main objective of my research is to find an empirical 

answer to this question.  

The Problem  

The research will lead to development of  a framework of a welfare state in a neo-liberal 

economy. In this process, the research also dives deep into the concept of a welfare state: 

What is a welfare state ? Is it the state that has the highest resources devoted to social 

welfare or is it the one that has the ability to convert the resources into outcomes? Is it the 

public production of welfare goods and services or the efficiency in their delivery that 

determine a welfare state?  The research also addresses the question whether growth 

should precede developemnt or vice versa?  

The Methodology 

This Research has two parts. The first part of the research entails identification of  the best   

welfare state through a comparative analysis of  TN, Maharashtra, Gujarat, Punjab, Kerala, 

and Karnataka. This is done by analyzing the data variables with various techniques such as 

Time Series Analysis, Gini Coefficient and by benchmarking their input-output values and 

assigning of weightage to the measures of efforts and measures of outcomes. 
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Reserch Framework (Part-1) 

§ Welfare Effort (Orientation of the states towards Welfare)  

§ Public Spending / investment in Social Sector 

§ % Share of the Total Public spending 

§ Economic Development (GDP) and Welfare Spending (Budget) 

§ Benchmarking with Top Developed Countries  

§ Welfare Outcome (Status of Inclusive Development Achieved) 

§ Achievement of select MDGs 

§ Comparison of other Human Development Indices (HDIs)  

§ Efficiency of the State in converting the inputs (investments) into outcomes 

(Development) 

§ Level of Inclusiveness in the Development amongst states (i.e promotion of 

inclusiveness by the States) Example - Gender (Male / Female); SC/ST; Rural / Urban 

The second part of the research comprises investigation of the reasons for a state to perform 

better and identification of the key differentiators. Once the best welfare state is analysed 

through the above stated methodology, a qualitative research will be conducted into the 

reasons for the sucesss: historical, cultural, leadership and governance. Based on this, the 

framework of Success Indicators of a Welfare State is developed. (For Details on Research 

Methodology please see the annexure). 

The Results  

Industrialization and globalization are irreversible phenomena. Urbanization, modernization, 

empowerment and gender mainstreaming, commodification of labour (employment) and 

individualism (breakdown of the family) are the integral characteristics of this phenomena. 

Welfare state is indispensable to meet challenges imposed by this phenomena and maintain 

harmony in the society. It is a miscalculated risk to wait for growth to induce developemt ( 

welfare). The first ten five-year plans, that were premised on this belief,  failed to yield results 

on social emancipation. It was only the direct poverty alleviaton programmes that starting 

making the difference. To the contrary, social justice driven governance in Tamil Nadu has 

led to better Growth.  For the success of a welfare state the intent matters more than 

resources and efficiency (to convert inputs into outcomes). The ability and efficiency to 

convert inputs into outcomes is the key differentiator. The success of a welfare state can be 

measured only on outcomes. While the intent is influnced by the historical, cultural and 

ideological (of the political parties), outcome is determined by governance which in turn is 

concomitant of democratic process (decentralisation, public awareness and particiption, 

independent media and judiciary). Framework of a welfare state, therefore, comprises not 

only of a single variant but of multiple inter-dependent variables, falling in the broad heads of 

objectives, Intent (policy)  and Outcomes (delivering) and the enabling factors thereof 

(Governance).  	  
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Annexure: Methodology 
A Quantitative Methodology for measurement of achievement would be 
followed 

Conceptualization to Conclusions 

Welfare	  State	  
  

Indicators	  –	  
Observable	  and	  
Measurable	  

    

Measures	  of	  
Indicators	  

 

Collecting	  Data	  
	  

Calculation	  of	  
Measures	  

	  

Analysis	  of	  
Calculated	  Measures	  

	  

Conclusions	  about	  
Welfare	  State	  

	  

Measures	  of	  Indicators	  

	  	  

	  

	  

	  

	   	  

	  

	  

	  

	  

Welfare	  
Effort	  

Welfare	  
Outcome	  

Welfare	  State	  –	  
social	  policies	  and	  

Programs	  

Measures	  of	  
Effort	  

Measures	  of	  
Outcome	  

By	  Efforts	  Outcome	  is	  Achieved	  
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Welfare	   Effort	   (Size)	   is	   indicated	   by	   the	   spend	   on	   social	   sector	   (	   for	   e.g.	   could	   be	   an	   aggregate	  
indicator	  i.e	  Total	  Spending	  on	  Social	  Sector	  in	  GDP	  of	  State	  or	  could	  be	  an	  disaggregate	  indicator	  i.e.	  
spending	  on	  social	  sector	  groupings	  like	  Health,	  Education	  etc	  in	  GDP	  of	  state)	  

Welfare	  Outcome	   (Success)	   is	   indicated	  by	   the	  achievement	  on	  social	   indicators	   like	  poverty	   rate,	  
Gini	  coefficient	  etc	  

Orientation	  of	  the	  states	  towards	  Welfare	  (Efforts)	  
• The	  spending	  on	  the	  social	  sector	  in	  the	  absolute	  terms	  as	  well	  as	  a	  percentage	  of	  the	  Total	  

Outlay	  of	  the	  state	  in	  the	  five	  year	  plans	  would	  be	  compared	  with	  the	  other	  states	   

• The	   GDPs	   of	   the	   states	   would	   be	   correlated	   with	   their	   respective	   spending	   on	   the	   social	  
sector	  to	  identify	  the	  impact	  level	  of	  social	  improvement	  in	  wealth	  creation	  

• The	   spending	   on	   the	   social	   sector	   &	   proportion	   of	   total	   outlay,	   GDP	   of	   the	   Top	   ranking	  
countries	  (on	  the	  basis	  of	  GDP	  value)	  would	  be	  analysed	  to	  establish	  a	  benchmark	  range	  of	  
spending	  in	  the	  social	  sector	  	  

  Current	  Status	  of	  Development	  (Outcomes)	  
• To	  compare	  the	  current	  status	  of	  development	  of	  the	  states,	  some	  of	  the	  parameters	  of	  the	  

following	   Millennium	   Development	   Goals	   would	   be	   included	   as	   well	   as	   other	   Human	  
Development	  Indices 

o The	  MDG	  Goals	  which	  would	  be	  considered	  for	  the	  analysis	  are	  as	  follows; 

§ Eradicate	  Extreme	  Poverty	  &	  Hunger	  -‐	  Reduction	  in	  Poverty 

§ Achieve	  Universal	  Primary	  Education	  	  	  

§ Promote	  Gender	  Equality	  and	  Empower	  Women 

§ Reduce	  Child	  Mortality 

§ Improve	  Maternal	  Health 

Parameters	  representative	  of	  the	  practice	  of	  Directive	  Principles	  of	  State	  Policy	  

The	  parameters	  which	  represent	  the	  outcome	  of	  the	  practice	  of	  the	  Directive	  principles	  by	  the	  State	  
are	  shown	  as	  follows. 

Directive	  Principles	  &	  Representative	  Parameters	  [	  A	  few	  illustrtions	  ]	  

A. The	   State	   shall,	   in	   particular	   strive	   to	   minimise	   the	   inequalities	   in	   income	   and	   endevour	   to	  
eliminate	  inequalities	  in	  Status,	  facilities	  and	  opportunities,	  not	  only	  amongst	  individuals	  but	  also	  
amongst	  group	  of	  people	  residing	  in	  different	  areas	  or	  engaged	  in	  different	  vocations	  

B. The	  Operation	  of	  the	  economic	  system	  does	  not	  result	  in	  the	  concentration	  of	  wealth	  and	  means	  
of	  production	  to	  the	  common	  detriment	  

Representative	  Parameter(s)	  

§ Gini	  Coefficient	  -‐	  Gini	  Coefficient	  would	  be	  compared	  for	  the	  distribution	  of	  Income	  among	  
the	  population	  

§ Food	  Security	  Index	  
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C. The	  Citizens,	  the	  men	  and	  women	  equally,	  have	  the	  right	  to	  an	  adequate	  means	  of	  Livelihood	  

Representative	  Parameter(s)	  

§ Gender	  Inequality	  Index	  

§ Unemployment	  Rate	  

D. There	  is	  equal	  pay	  for	  equal	  work	  for	  both	  men	  and	  women	  

Representative	  Parameter(s)	  

§ Average	  Salary	  

E. The	   Children	   are	   given	   opportunities	   and	   facilities	   to	   develop	   in	   a	   healthy	   manner	   and	   in	  
conditions	   of	   freedom	   and	   dignity	   and	   that	   childhood	   and	   youth	   are	   protected	   against	  
exploitation	  and	  against	  moral	  and	  material	  abandonment	  

F. The	  State	  shall	  endeavour	  to	  provide	  early	  childhood	  care	  and	  education	  for	  all	  children	  until	  they	  
complete	  the	  age	  of	  6	  years	  

Representative	  Parameter(s)	  

§ Child	  Development	  Index	  

§ Nutrition	  Status	  (Children	  Under	  5	  yrs	  &	  Underweight) 

G. The	   State	   shall	   within	   the	   limits	   of	   its	   economic	   capacity	   and	   development,	   make	   effective	  
provision	   for	   securing	   the	   right	   to	   work,	   to	   education	   and	   to	   public	   assistances	   in	   cases	   of	  
unemployment,	  old	  age,	  sickness	  and	  disablement,	  and	  in	  other	  cases	  of	  underserved	  want	  

Representative	  Parameter(s)	  

§ Literacy	  Rate	  (Part	  of	  HDI) 

§ GER	  –	  Gross	  Enrolment	  Ratio	  –	  Primary	  &	  Secondary	  (Part	  of	  HDI	  &	  MDG) 

§ Work	  Participation	  by	  residence	  

H. The	  State	  shall	  regard	  the	  raising	  of	  the	  level	  of	  nutrition	  and	  the	  standad	  of	  living	  of	  its	  people	  
and	   the	   improvement	  of	  public	  health	  as	  among	   its	  primary	  duties	  and	   in	  particular,	   the	  State	  
shall	  endeavour	  to	  bring	  about	  prohibition	  of	  the	  consumption	  except	  for	  medicinal	  purposes	  of	  
intoxicating	  drinks	  and	  of	  drugs	  which	  are	  injurious	  to	  health	  

Representative	  Parameter(s)	  

§ Per	  Capita	  Income	  –	  Standard	  of	  Living	  (Part	  of	  HDI) 

• Life	  Expectancy	  at	  Birth	  (Part	  of	  HDI) 

• Infant	  Mortality	  Rate 

• Maternal	  Mortality	  Rate	  

• Availability	  of	  Drinking	  Water	  and	  Toilet	  Facilities	  

§ Prevention	  of	  	  Consumption	  of	  Alcohol	  and	  other	  harmful	  drugs	  	  
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Efficiency	  of	  the	  State	  in	  converting	  the	  inputs	  (investments)	  into	  outcomes	  (Developments) 

The	   efficiency	   of	   the	   states	   would	   be	   measured	   by	   the	   achievements	   represented	   by	   the	  
Development	  indicators	  and	  the	  investments	  made	  by	  the	  states	  in	  the	  respective	  social	  sector	  such	  
as	  Education,	  Health,	  etc.	  	  Time	  series	  analysis	  would	  be	  performed	  on	  the	  data	  for	  trend	  analysis	  on	  
consistency	  of	  efficiency	  and	  seasonal	  variations	  

Sample	  Illustration	  of	  Efficiency	  in	  Conversion	  of	  Input	  into	  Outcomes	  

 

 

	  

Per	  Capita	  
Investment	  in	  
Education	  

Literacy	  Rate	   Current	   Literacy	   Rate	   /	  
Cumulative	   Per	   Capita	  
Investment	   in	   Education	  
by	  the	  State	  

	  

Level	  of	   Inclusiveness	   in	   the	  Development	  amongst	  states	   (i.e	  promotion	  of	   inclusiveness	  by	   the	  
States)	   

The	   level	   of	   inclusiveness	   promoted	   by	   the	   states	   in	   the	   development	   would	   be	   analyzed	   by	  
comparing	  the	  subset	  data	  across	  Gender	  –	  Male	  Vs	  Female,	  Rural	  Vs	  Urban,	  and	  Community	  –SC/	  
ST	  etc 

Step	  4:	  Assigning	  Importance	  Weightage	  to	  Measures	  of	  Effort	  and	  Outcome	  

This	  would	   involve	  assigning	  of	  weights	   to	  each	  measure	  of	  effort	   and	  outcome	  based	  on	   relative	  
importance.	  The	  final	  result	  would	  be	  an	  indication	  of	  the	  welfare	  orientation	  of	  the	  state	  in	  Totality	  

Assumed	  Weightage	  proposition	  for	  the	  Study	  

Measures	  of	  Effort	   Measures	  of	  Outcome	  
40%	   60%	  

Research Framework Part-II 
Once	   the	   Best	   welfare	   state	   is	   analysed	   through	   the	   above	   stated	   methodology,	   a	   qualitative	  
research	   will	   be	   conducted	   into	   the	   reasons	   for	   the	   sucesss:	   historical,	   cultural,	   leadership	   and	  
governance.	  	  

 

Welfare	  
Effort	  

Conversion	  
Efficiency	  

Outcome	  


