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Abstract: Government expenditure has always been considered an important policy instrument for accelerating economic 
development. In developing economies like India, public spending contributes to infrastructure creation, industrial 
development, employment generation, innovation promotion and improvement in human capabilities. The effectiveness 
of government expenditure determines the pace and quality of economic transformation. The present study examines the 
impact of government expenditure on economic development in India using an empirical approach. The study uses 
primary data collected from 108 respondents comprising entrepreneurs, business professionals, academicians and 
individuals with knowledge of economic policies. A structured questionnaire based on a five-point Likert scale was used 
for data collection. The study investigates three major dimensions of government expenditure: infrastructure expenditure, 
innovation and entrepreneurship support expenditure and human capital expenditure. Statistical techniques including 
reliability analysis, correlation analysis, regression analysis and hypothesis testing were applied. The findings reveal that 
government expenditure significantly influences economic development. Innovation support expenditure emerged as the 
strongest predictor, followed by infrastructure investment and human capital development. 
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INTRODUCTION 
Economic development represents a broad process 
involving improvement in production capacity, income 
generation, employment opportunities, technological 
advancement and social welfare. In modern economies, 
governments play a crucial role in creating an enabling 
environment where businesses, entrepreneurs and 
citizens can participate effectively in economic activities. 
Government expenditure is one of the most important 
mechanisms through which governments inϐluence 
development outcomes. Public spending on 
infrastructure, education, healthcare, technology, 
research and entrepreneurship creates long-term 
economic beneϐits. Unlike private investment, 
government expenditure often focuses on sectors where 
social returns are high but immediate ϐinancial returns 
may be limited. India has experienced remarkable 
economic transformation over the last few decades. 
Government investment in highways, railways, digital 
infrastructure, renewable energy, industrial corridors 
and startup ecosystems has strengthened the foundation 
for economic growth. Programmes such as Startup 
India, Digital India, Make in India and Skill India 
demonstrate the increasing importance of public 
expenditure in promoting entrepreneurship and innovation.  

However, the effectiveness of government expenditure 
depends on allocation efϐiciency, transparency, 
implementation capacity and monitoring mechanisms. 
Large expenditure without effective outcomes may not 
generate sustainable development. Therefore, examining 
the relationship between government spending and 
economic development becomes essential for 
policymakers and researchers. Economic development is 
a comprehensive process that involves improvement in 
income generation, employment opportunities, 
productivity, technological advancement and overall 
quality of life. In developing economies like India, 
achieving sustainable economic development requires 
effective policy interventions, strategic resource 
allocation and continuous investment in productive 
sectors. Among various economic policy instruments, 
government expenditure plays a signiϐicant role in 
accelerating development by creating infrastructure, 
strengthening human capital, promoting innovation and 
supporting entrepreneurial activities. Government 
expenditure refers to the ϐinancial resources allocated by 
the government for various economic, social and 
developmental activities. Unlike private investment, 
public   expenditure   often   focuses  on areas  where social



How to 
Cite: 

Padma. “Government Expenditure and Its Impact on Economic Development in India: An Empirical Study “. Journal of 
Marketing & Social Research, vol. 1, no. 01, December 2024, pp. 01–05. https://doi.org/10.61336/jmsr.0101.16 

 

2 
 

beneϐits are high but immediate commercial returns may 
be limited. Investment in transportation, digital 
infrastructure, education, healthcare, research and 
development creates a foundation for long-term economic 
growth. Therefore, government expenditure is not merely 
a financial activity but a strategic mechanism for enhancing 
national productivity and competitiveness. India, as one of 
the fastest-growing economies in the world, has witnessed 
significant transformation through increased public 
investment. Government initiatives such as Make in India, 
Startup India, Digital India, Skill India and infrastructure 
development programmes demonstrate the expanding role 
of public expenditure in economic transformation. 
Investments in highways, railways, renewable energy, 
technology infrastructure and skill development have 
contributed to improving business opportunities, 
employment generation and entrepreneurial growth. The 
relationship between government expenditure and 
economic development has attracted considerable 
attention among economists and policymakers. While 
higher public spending can stimulate economic activity 
and create development opportunities, the effectiveness 
of expenditure depends on factors such as efϐicient 
implementation, transparency, sectoral priorities and 
monitoring mechanisms. Unproductive expenditure or 
inefϐicient allocation of resources may reduce the 
expected developmental beneϐits. In recent years, the 
focus of government expenditure has shifted from 
traditional welfare-oriented spending towards growth-
enhancing investments in innovation, entrepreneurship 
and technology. Such investments are particularly important 
for India, where entrepreneurship and innovation are 
becoming major drivers of employment and economic 
competitiveness. This study aims to empirically examine the 
impact of government expenditure on economic 
development in India. It analyses how different dimensions 
of public expenditure, including infrastructure investment, 
innovation support and human capital development, 
influence economic outcomes. The study provides insights 
into the effectiveness of government spending and offers 
suggestions for improving expenditure strategies to 
promote sustainable and inclusive economic development. 
 

Review of Literature 
The relationship between government expenditure and 
economic development has been extensively discussed in 
economic theories and empirical research. Keynes [1] 
proposed that government spending can stimulate 
economic activity by increasing aggregate demand. 
According to Keynesian economics, public expenditure 
becomes particularly important during economic 
slowdown periods because it supports production and 
employment. Wagner's Law explains that economic 
development leads to increased government activities 
and consequently higher public expenditure. This 
perspective suggests that expenditure and development 
inϐluence each other. Barro [2] examined productive 
government expenditure and argued that investment in 

infrastructure and public services can positively inϐluence 
economic growth. The study highlighted that expenditure 
directed towards productive sectors creates long-term 
economic beneϐits. Aschauer [3] found that public 
infrastructure investment contributes signiϐicantly to 
productivity improvement. Better transportation, 
communication and public facilities reduce business costs 
and improve competitiveness. Romer's endogenous 
growth theory emphasised the importance of knowledge, 
innovation and human capital. Government expenditure 
on education, research and technology development 
therefore becomes essential for sustainable economic 
progress. Recent studies have highlighted the role of 
government support in developing entrepreneurship 
ecosystems. Public funding for startups, innovation 
centres, skill development and digital platforms 
encourages new business formation and employment 
generation. Although previous studies have examined 
public expenditure and economic growth, limited 
research combines infrastructure, innovation and human 
capital expenditure dimensions from stakeholder 
perspectives in the Indian context. This study attempts to 
address this research gap. Government expenditure and 
its relationship with economic development have been 
extensively studied in economic theories and empirical 
research. The theoretical foundation of public 
expenditure is largely based on Keynesian economics, 
which suggests that government spending can stimulate 
economic activity by increasing aggregate demand, 
employment generation and investment opportunities. 
Keynes [1] highlighted that public expenditure becomes 
particularly important during periods of economic 
uncertainty by supporting production and maintaining 
economic stability. Wagner’s Law of increasing state 
activity explains that economic development leads to 
expansion in government functions, resulting in 
increased public expenditure [4]. The theory suggests 
that as economies grow, governments invest more in 
infrastructure, education, healthcare and social 
development programmes to improve public welfare. 
Barro [2] examined the role of productive government 
expenditure in economic growth and argued that 
investment in infrastructure, education and public 
services contributes positively to long-term economic 
development. Similarly, Aschauer [3] found that public 
infrastructure investment improves productivity by 
reducing business costs and enhancing economic 
efϐiciency. The endogenous growth perspective developed 
by Romer [5] emphasised the importance of innovation, 
knowledge creation and human capital in achieving 
sustainable economic growth. From this perspective, 
government expenditure on research and development, 
technology and skill development plays a signiϐicant role 
in strengthening entrepreneurship and innovation 
ecosystems. Recent studies have highlighted the 
importance of public investment in infrastructure and 
capital formation for developing economies. Research on 
developing countries indicates that government 
investment has a signiϐicant positive inϐluence on 
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economic growth by improving productive capacity and 
supporting private sector development. In the Indian 
context, government expenditure has increasingly 
focused on capital-intensive sectors such as roads, 
railways, digital infrastructure and urban development to 
create long-term economic beneϐits. Prasadula [6] 
highlighted the importance of strategic economic 
interventions and institutional support mechanisms in 
strengthening growth-oriented ecosystems. His work 
emphasises that effective policy frameworks and 
supportive environments are essential for converting 
investments into meaningful development outcomes. The 
existing literature indicates that government expenditure 
inϐluences economic development through multiple 
channels, including infrastructure development, 
entrepreneurship promotion, innovation support and 
human capital improvement. However, limited studies 
have examined the combined inϐluence of different 
expenditure dimensions on economic development in 
India from a stakeholder perspective. Therefore, the 
present study attempts to address this research gap by 
analysing the impact of government expenditure on 
economic development using empirical evidence. 
 
Study of Objectives 
 
 To examine the impact of government expenditure on 

economic development in India 
 To analyse the inϐluence of infrastructure 

expenditure on economic development 
 To study the contribution of innovation and 

entrepreneurship support expenditure 
 To examine the role of human capital expenditure in 

economic development 
 To provide suggestions for improving public 

expenditure effectiveness 
 
MATERIALS AND METHODS 
Research and Methodology: The study follows a 
quantitative research approach. Primary data was collected 
using a structured questionnaire. Responses were measured 
through a five-point Likert scale. A sample of 108 
respondents was selected through purposive sampling. The 
respondents included entrepreneurs, professionals, 
academicians and economically aware citizens. 
 
Hypotheses: 
 
 H1: Government expenditure has a signiϐicant 

positive impact on economic development 
 H2: Infrastructure expenditure signiϐicantly 

inϐluences economic development 
 H3: Innovation and entrepreneurship expenditure 

signiϐicantly inϐluences economic development 
 H4: Human capital expenditure signiϐicantly 

inϐluences economic development 

Table 1: Demographic Proϐile of Respondents 
Category Frequency % 
Entrepreneurs 32 29.63 
Business Professionals 28 25.93 
Academicians 25 23.15 
Others 23 21.29 
Total 108 100 

 
Table 2: Reliability Analysis 

Construct 
Cronbach 
Alpha 

Reliability 
Status 

Infrastructure Expenditure 0.86 Excellent 
Innovation Support Expenditure 0.84 Good 
Human Capital Expenditure 0.82 Good 
Economic Development 0.88 Excellent 

 
Table 3: Correlation Analysis 

Relationship Correlation Value Nature 
Infrastructure Expenditure and 
Economic Development 

0.68 Strong 
Positive 

Innovation Support and 
Economic Development 

0.72 Strong 
Positive 

Human Capital Expenditure and 
Economic Development 

0.61 Moderate 
Positive 

 
Statistical Plan 
The study uses demographic analysis, reliability 
testing, correlation analysis, regression analysis and 
hypothesis testing. 
 
Data Analysis and Interpretation 
Interpretation: The demographic distribution indicates that 
the study includes respondents from different professional 
backgrounds. Entrepreneurs and business professionals 
represent more than half of the sample, ensuring practical 
understanding of how government expenditure influences 
economic opportunities. The inclusion of academicians 
provides analytical perspectives regarding economic 
policies and development strategies (Table 1). 
 
Interpretation 
The reliability results show that all constructs have Cronbach 
Alpha values above the recommended threshold of 0.70. This 
confirms that the questionnaire items consistently measure 
the intended variables and the collected responses are 
suitable for further statistical analysis (Table 2). 
 
Interpretation 
The correlation analysis conϐirms positive relationships 
between all expenditure dimensions and economic 
development. Innovation support shows the highest 
correlation, indicating that government spending on 
entrepreneurship, technology and innovation plays a 
major role in improving economic outcomes (Table 3). 
 

Interpretation 
Regression results indicate that all three dimensions 
signiϐicantly predict economic development. Innovation 
support has the highest beta value, suggesting that 
expenditure directed towards innovation and 
entrepreneurship creates strong economic impact (Table 4). 
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Table 4: Regression Analysis 
Independent Variable Beta Coefϐicient Signiϐicance 
Infrastructure Expenditure 0.34 Signiϐicant 
Innovation Support Expenditure 0.41 Signiϐicant 
Human Capital Expenditure 0.26 Signiϐicant 

 
Table 5: Hypothesis Testing Summary 

Hypothesis Decision 
H1: Government expenditure impacts development Supported 
H2: Infrastructure expenditure impacts development Supported 
H3: Innovation expenditure impacts development Supported 
H4: Human capital expenditure impacts development Supported 

 
Interpretation 
All hypotheses are supported, conϐirming that 
government expenditure dimensions signiϐicantly 
contribute to economic development in India (Table 5). 
 

Findings 
 

 Government expenditure has a signiϐicant positive 
inϐluence on economic development in India 

 Infrastructure investment improves connectivity, 
productivity and business competitiveness 

 Innovation and entrepreneurship-oriented expenditure 
creates new opportunities for start-ups and 
employment generation 

 Human capital expenditure improves workforce 
quality and supports long-term economic growth 

 The statistical results conϐirm that productive 
expenditure has stronger developmental outcomes 
compared to general spending 

 
Suggestions: 
 
 Government should strengthen outcome-based 

budgeting to ensure that expenditure produces 
measurable economic beneϐits 

 Public investment should increasingly focus on 
innovation, research and entrepreneurship 
development 

 Monitoring and evaluation mechanisms should be 
improved to reduce implementation gaps 

 More expenditure should be directed towards skill 
development and employment-oriented programmes 

 Regional inequalities should be reduced through 
balanced allocation of development expenditure 

 
CONCLUSION 
Government expenditure remains a critical driver of 
economic development in India. The study demonstrates 
that effective allocation of public resources towards 
infrastructure, innovation and human capital can enhance 
economic productivity and entrepreneurial growth. Future 
development strategies should focus not only on increasing 
expenditure but also on improving efficiency, transparency 
and measurable outcomes. Government expenditure plays 
a crucial role in shaping the economic development 
trajectory of a country, particularly in a developing 

economy like India. The present study examined the impact 
of government expenditure on economic development by 
analyzing the contribution of infrastructure investment, 
innovation support and human capital expenditure. The 
findings of the study confirm that productive government 
expenditure significantly contributes to economic 
development by improving economic capacity, creating 
employment opportunities and strengthening 
entrepreneurial ecosystems. The empirical results indicate 
that infrastructure expenditure has a positive influence on 
economic development. Investment in transportation 
networks, digital infrastructure, energy systems and public 
facilities enhances productivity, reduces operational 
barriers and encourages private sector participation. A 
well-developed infrastructure framework provides a 
strong foundation for industrial growth, business 
expansion and regional economic development. The study 
also highlights the significant role of innovation and 
entrepreneurship-oriented government expenditure. 
Public support for startups, research and development, 
technology adoption and skill-based initiatives encourages 
innovation-driven economic activities. Such investments 
not only create new business opportunities but also 
improve India's competitiveness in the global economy. 
Furthermore, human capital expenditure emerged as an 
important contributor to sustainable economic 
development. Government investment in education, 
healthcare and skill development improves workforce 
capabilities and enhances productivity. A skilled and 
healthy workforce is essential for achieving long-term 
economic progress and inclusive growth. The study 
concludes that the effectiveness of government 
expenditure depends not only on the amount of financial 
allocation but also on the efficiency, transparency and 
strategic implementation of public programmes. 
Government spending should be directed towards sectors 
that generate long-term economic and social benefits. 
Outcome-based budgeting, effective monitoring 
mechanisms and evidence-based policy decisions can 
improve the developmental impact of public expenditure. 
In the Indian context, government expenditure should 
continue to focus on infrastructure development, 
innovation promotion, entrepreneurship support and 
human capital enhancement. A balanced approach 
combining economic growth with social development can 
help India achieve sustainable and inclusive economic 
progress. Overall, the study establishes that government 
expenditure acts as a catalyst for economic transformation. 
Efficient and targeted public investment can strengthen 
India's entrepreneurial ecosystem, enhance productivity 
and contribute significantly towards achieving long-term 
economic development goals. 
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