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India’s Healthcare Needs a ‘Healthy’ Balance between Federalism and 

Decentralisation  
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In India, healthcare is designated as a state subject; the states are solely responsible for 

providing health and allied services to its citizens. But this does not guarantee a comprehensive 

autonomy to the states, as they have to rely on the Centre for the most crucial element—

financial support. The Centre’s interest in healthcare also goes beyond finances and 

encapsulates health infrastructure, management of institutions, regulatory onus, medical 

education, training, research and more importantly healthcare policies. Major healthcare 

programmes in the country such as National Cancer Control Programme, National Leprosy 

Eradication Programme, National Aids Control Programme, National Mental Health Programme 

and National Health Mission (NHM) are driven by the Centre and implemented by the states, 

making the lines of control a tad blurry. This causes obscurity in the accountability for the 

organisation of the healthcare system in India, one of the major challenges India’s healthcare 

system faces currently. The states also have their own mechanism to design policies and 

disburse their resources for meeting their own healthcare needs, but this means that the quality 

and accessibility to healthcare will deviate across states.  

The 14th Finance Commission recommended transferring a greater share (42 per cent) of tax 

revenues to the states to give them more legroom to adopt their unique spending strategies in 

the social domain. But in general, healthcare spending in India is way below the global 

benchmark. As of financial Budget 2020, the allocation to the sector is a mere 1 per cent of the 

GDP at 67,484 crore, a humble increase of 5.7 per cent from the revised estimate of Rs 63,830 

crore in the previous year. According to the draft National Health Policy (NHP 2015) the 

government spending on medical care is a modest 30 per cent of the total spending on 

healthcare, out of which roughly two-thirds of the expenditure is borne by the states alone. With 

an ambitious goal of increasing the healthcare expenditure as a proportion of GDP to 2.5 per 

cent by the year 2025, as laid out by the National Health Policy 2017, the gradual increase in the 
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sector’s allocation year by year is evidential of a lack of commitment to this lofty target. But to 

tackle the bottlenecks in achieving this target, it is vital to distinctly allot this responsibility to 

either the States or the Centre. With the 15th Finance Commission’s recommendation to shift 

healthcare to the Concurrent List, it is evident that there are still flaws in the foundation of the 

system that need to be addressed to get our healthcare system at par with global standards.  

The Centre also dictates the health scenario in terms of designing of the health policy 

infrastructure in the country by rolling out key policies and programmes throughout the country. 

There are many flagship national programmes such as the National Rural Health Mission 

(NRHM) and Rashtriya Swasthya Bima Yojana (RSBY), the funds for which are allotted to states 

using special purpose transfers from the Ministry of Health and Family Welfare (MoHFW). 

However, all public health initiatives of the Centre and national health programmes need to be 

enforced through the states and they can choose to opt out of some of these Centrally 

Sponsored Schemes (CSS). While these National Programmes have achieved remarkable 

results over the years by improving maternal and neonatal health, checking the high rates of 

Infant Mortality Rate (IMR) and Maternal Mortality Ratio (MMR), polio eradication, India is still 

lagging behind in achieving the desired outcomes in its key health indicators or providing 

benchmark healthcare to its citizens, as a consequence of a lack of shared vision between the 

Centre and the states. As the draft National Health Policy admits, the current mix of cooperative 

and competitive federalism has not helped eliminate the inter-state disparities and the 

inequitable access of medical care to different strata of the population. 

One of the key reasons for the failure of some flagship programmes is the lack of customisation 
of policies according to the socio-economic differences among states and their sectoral needs. 
This has led to binding expenses that may not have the need in the state’s vision for itself and 
lead to limited innovation. India is too diverse to have a single policy framework for achieving 
the desired objectives with each state being at different levels of attainment. Funds disbursed 
under the CSS are more or less distributed equally across states on a per capita basis despite 
some states needing more financial assistance than others. For instance, infant deaths (per 
1000 live births) is five times more in Uttar Pradesh than in Kerala. Kerala has also realised the 
United Nations 2030 Sustainable Development Goals (SDG) on infant mortality rate of 12 per 
1000 live births in 2000, well in advance.  

There are also serious flaws in some of the Centre’s funding strategies; for example, MoHFW 
has decided to link funding under India’s NHM to performance of states on the health index. 
However, Kerala—a high performing state—has little chance of making rapid strides in improving 
its performance on indicators such as IMR as its performance is already beyond satisfactory, 
whereas Bihar continues to be one of the worst performing states in infant deaths, women’s 
health and other indicators that are a critical component of NITI Aayog’s health index. With 
funding now linked to the health index, the loophole could be that both Kerala and Bihar end up 
receiving less funds from the NHM’s allocation and get clubbed together as non-improving 
states.  

These wide gaps in healthcare standards are quite apparent in the recent response by Kerala to 
the COVID-19 pandemic vis-a-vis other states. Amongst the Indian states, Kerala is the only 
state which firmly mandates 28 days of home quarantine for those returning from COVID-19 hit 
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countries, while in other states the quarantine period is only 14 days. Further, to augment 
prevention and control measures against COVID-19, the Kerala government has decided to 
make use of 35 per cent of its State Disaster Response Fund (SDRF) for the purposes of 
quarantine, sample collection, screening and procurement of essential equipment for labs. With 
prompt detection and swift containment efforts, setting up of quarantine and emergency 
hospital facilities, encouraging the acceptance of physical distancing and personal hygiene, and 
addressing the need for more testing facilities, Kerala’s quick deployment of resources against 
COVID-19 diverges visibly from the response of many other states and is a testament to the 
effective decentralisation of health resources. The data for samples tested now available for 
some states also show a wide disparity among states affected by COVID-19, with Kerala having 
an edge at 11.38 tests per one lakh population, whereas the worst affected state in India, 
Maharashtra records an average of only 1.37 testes per lakh population. Kerala is also among 
the only worst hit states to not report a death by COVID-19 yet. 

Acknowledging these disparities and lack of efficacy in state-level health policies, the Centre 
should dispense a portion of healthcare allocation to compensate for discrepancies in 
accessibility of quality healthcare across the Indian states to bring them on an equal footing. 
With decentralisation adopted as the model for healthcare governance in Kerala over the years, 
and planning and resource mobilisation at the local level, the quality of healthcare in many local-
level hospitals in the State has enhanced radically. The success of Kerala’s decentralised model 
can do well to serve as an example of fruitfully achieving healthcare goals by strengthening the 
roots of the system and therein lies the key to vamp up the efficiency in allocating resources to 
healthcare in India—a judicious mix of cooperative and competitive federalism with the long-
term objective of accomplishing effective decentralisation.  
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