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Abstract  
This research framework offers a comprehensive analysis of Tamil Nadu’s 

development trajectory, emphasizing the interplay between welfare policies, public 

investment, and governance in fostering sustainable economic transformation. Tamil Nadu 

has emerged as a leading Indian state through a balanced approach that integrates social 

welfare, infrastructure development, and industrial expansion. The state's strategic 

investments in education, healthcare, and social security have enhanced human capital, 

productivity, and social inclusion, while public infrastructure and industrial corridors have 

bolstered competitiveness and regional growth. Despite notable achievements, challenges 

such as fiscal sustainability, debt management, regional disparities, and efficient scheme 

delivery persist.  

The study highlights the importance of institutional capacity, governance 

effectiveness, and behavioral factors in ensuring policy outcomes. It advocates for an 

integrated policy framework that balances welfare expenditure with productive public 

investment, fiscal discipline, and innovation to sustain long-term inclusive growth. Data from 

secondary sources, statistical analysis, and comparative assessments underpin the evaluation 

of Tamil Nadu’s strategies in promoting resilient, equitable, and environmentally sustainable 

development. Ultimately, the framework demonstrates that well-designed welfare programs, 

complemented by strategic infrastructure investments and effective governance, can drive 

productivity, employment, and social mobility, ensuring inclusive growth and fiscal stability 

in Tamil Nadu’s evolving political economy. This framework enables a comprehensive 

analysis of the significant and evolving challenges that are progressively influencing the 

interconnected global landscape. 
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The theme of the article 

Tamil Nadu has emerged as one of India’s most dynamic and progressive states, 

showcasing a balanced approach to development that integrates welfare, infrastructure, and 

economic growth. Over the years, the state has successfully combined social welfare 

programs with industrial expansion, investing in human capital, technology, and 

infrastructure to promote inclusive and sustainable development. This development journey 

reflects a thoughtful political economy where welfare policies are viewed not just as social 

safety nets but as strategic investments to boost productivity, employment, and innovation. 

Tamil Nadu’s focus on improving education, healthcare, and social security has resulted in 

better living standards, higher literacy rates, and a healthier workforce. At the same time, the 

state has prioritized public investment in roads, ports, energy, and industrial corridors, which 

have enhanced competitiveness and attracted private investments.  

Despite these achievements, Tamil Nadu faces challenges related to fiscal 

sustainability, debt management, regional disparities, and efficient delivery of welfare 

schemes. Addressing these issues requires a careful balance between welfare expenditure, 

productive investments, and fiscal discipline. The state’s strong institutions, governance, and 

administrative capacity play a crucial role in translating policies into tangible outcomes. By 

adopting an integrated approach, focusing on social protection, infrastructure development, 

fiscal responsibility, and innovation, Tamil Nadu aims to sustain its long-term growth while 

ensuring that the benefits of development reach all sections of society. This paper explores 

the political economy behind Tamil Nadu’s development model, analyzing how welfare, 

public investment, and governance work together to foster inclusive, resilient, and sustainable 

economic transformation. 

Statement of the problem  

The statement of the problem highlights the complex challenges faced by Tamil Nadu 

in balancing economic growth, welfare, and fiscal sustainability. While the state has achieved 

impressive economic development through industrial expansion, infrastructure investment, 

and social welfare programs, maintaining this growth is becoming increasingly difficult. 

Rising welfare expenses, public debt, and the need for large-scale infrastructure development 

put pressure on Tamil Nadu’s financial resources. Additionally, there is a challenge in 

ensuring that welfare spending effectively improves human capital and reduces inequalities 

without compromising fiscal discipline. The state must find ways to mobilize more revenue, 

improve expenditure efficiency, and manage debt wisely to sustain long-term growth. 

Moreover, regional disparities and social inequalities require targeted policies to ensure 

inclusive development. Balancing welfare, investment, and fiscal stability is crucial for Tamil 

Nadu to continue its development journey without risking financial instability. Addressing 
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these interconnected issues is essential for creating a resilient, inclusive, and sustainable 

economy that benefits all sections of society. This framework supports the systematic 

investigation of key contemporary challenges and new developments that are reshaping the 

complex and interconnected global system. 

Objective of the article  

The overall objective of the article is to analyze the political economy of Tamil 

Nadu’s welfare policies, public investments, and development strategies. It aims to evaluate 

how these efforts influence fiscal sustainability, human capital, productivity, and inclusive 

long-term growth. The article seeks to identify the key factors that have contributed to Tamil 

Nadu’s economic transformation and social progress. It also aims to explore the challenges 

and opportunities in balancing welfare, infrastructure, and fiscal discipline. Through a 

comprehensive assessment, the article provides policy insights for promoting sustainable and 

equitable development in the state. Ultimately, it highlights the importance of integrated 

strategies for long-term prosperity and social well-being with the help of secondary source of 

information and statistical data pertaining to the theme of the research article. 

Research Methodology of the article  

The study adopts a descriptive, analytical, and policy-oriented research design to 

examine the political economy of Tamil Nadu’s welfare policies, public investments, and 

development strategies. The analysis is based mainly on secondary sources of information 

and statistical data relevant to welfare expenditure, public investment, fiscal performance, 

human capital, employment, productivity, infrastructure, and economic growth. Data are 

collected from reliable sources such as the Government of Tamil Nadu, Tamil Nadu Budget 

Documents, Department of Economics and Statistics, Reserve Bank of India, NITI Aayog, 

Ministry of Statistics and Programme Implementation, Ministry of Finance, Census of India, 

and other official reports and published research studies. Relevant information from academic 

journals, books, policy reports, and institutional publications is also reviewed to provide 

theoretical and empirical support. 

The study uses descriptive statistics, comparative analysis, trend analysis, ratios, 

percentages, and growth rates to assess changes in welfare expenditure, capital expenditure, 

fiscal indicators, social-sector development, and economic performance over time. The 

relationship between welfare spending, public investment, human capital formation, 

productivity, and inclusive growth is examined through an integrated political-economy 

perspective. The methodology also considers institutional, financial, behavioural, and 

governance factors influencing policy outcomes. Where appropriate, Tamil Nadu’s 

performance is compared with selected Indian states and national averages to identify relative 

strengths and challenges. The findings are interpreted in the context of fiscal sustainability, 

social equity, productive investment, and long-term development. The study finally develops 
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policy-oriented insights for achieving a balanced and sustainable development path for Tamil 

Nadu. The collected data will be rigorously analysed and interpreted to derive meaningful 

insights that can support evidence-based policy development and sound decision-making 

processes. 

Political Economy and Development Transformation of Tamil Nadu 

Tamil Nadu represents one of India’s leading models of development transformation, 

where welfare-oriented governance, public investment, industrial expansion, and human 

capital development have collectively shaped inclusive economic growth. The state’s 

development experience reflects the interaction between political economy choices, fiscal 

management, institutional capacity, and governance effectiveness. Over the decades, Tamil 

Nadu has followed a balanced approach by combining social welfare programmes with 

productive investments in infrastructure, education, healthcare, and industrial development. 

According to recent estimates, Tamil Nadu’s Gross State Domestic Product (GSDP) reached 

around ₹17.23 lakh crore at constant prices in 2024–25, recording a real economic growth 

rate of approximately 9.69 percent, which is among the highest growth performances among 

Indian states. The state contributes nearly 9–10 percent of India’s industrial output and has 

emerged as a major destination for automobile, electronics, renewable energy, textile, leather, 

and manufacturing industries. Public investment in transport infrastructure, energy, digital 

connectivity, and urban development has strengthened productivity and regional 

competitiveness. The details of the Political Economy and Development Transformation of 

Tamil Nadu are stated in table – 1.  

Table – 1 

Political Economy and Development Transformation of Tamil Nadu 

S. 

No.  

Dimension Key Indicators  Development Implications 

1. Economic Growth 

Performance 

Tamil Nadu’s GSDP reached 

approximately ₹17.23 lakh crore 

(2024–25) with a real growth rate of 

around 9.69%. 

Reflects strong economic 

expansion driven by industry, 

services, investment, and 

productive capacity. 

2. Industrial 

Development and 

Capital Formation 

The state contributes nearly 9–10% 

of India’s industrial output and has 

strong clusters in automobiles, 

electronics, textiles, leather, and 

renewable energy. 

Enhances private investment, 

employment generation, 

technological advancement, and 

regional competitiveness. 

3. Public Investment 

and Infrastructure 

Continuous investments in roads, 

ports, energy, digital infrastructure, 

and urban development have 

supported economic activities. 

Improves productivity, 

connectivity, and long-term 

growth potential. 

Journal of Xidian University                                          https://doi.org/10.5281/Zenodo.22156386                           ISSN No:1001-2400

VOLUME 20, ISSUE 8, 2026                                                                                                                                   http://xadzkjdx.cn/588



4. Human Capital 

Development 

Tamil Nadu’s literacy rate is around 

80%, higher than the national 

average, supported by education, 

healthcare, and social welfare 

initiatives. 

Strengthens workforce quality, 

labour productivity, social 

mobility, and inclusive 

development. 

5. Welfare-Oriented 

Governance 

Major welfare interventions include 

nutrition programmes, women 

empowerment schemes, healthcare 

support, and social security 

measures. 

Reduces inequality, improves 

living standards, and promotes 

inclusive economic participation. 

6. Women’s Economic 

Empowerment 

Initiatives such as free bus travel for 

women and direct financial 

assistance programmes encourage 

mobility and economic participation. 

Increases women’s access to 

employment, education, and 

livelihood opportunities. 

7. Fiscal Sustainability 

Challenges 

Rising welfare expenditure, public 

debt pressures, and increasing 

demand for infrastructure require 

efficient fiscal management. 

Necessitates improved revenue 

mobilisation, expenditure 

efficiency, and balanced welfare-

capital investment strategies. 

8. Governance and 

Institutional 

Capacity 

Strong administrative systems, policy 

continuity, and institutional 

frameworks support development 

planning. 

Promotes effective 

implementation of policies and 

sustainable economic 

transformation. 

Source: Government of Tamil Nadu, Tamil Nadu Economic Survey 2024–25; State Planning Commission, 

Tamil Nadu. 

Tamil Nadu’s welfare framework, including investments in universal education, 

public healthcare, nutrition programmes, women’s empowerment initiatives, and social 

security schemes, has significantly improved human development outcomes. The state has 

achieved a literacy rate of about 80 percent, higher than the national average, while its 

Human Development Index performance remains one of the strongest among Indian states. 

Programmes supporting women’s participation, such as free bus travel and direct financial 

assistance schemes, have contributed to social inclusion and economic empowerment. 

However, maintaining long-term fiscal sustainability remains a major challenge due to rising 

expenditure commitments, public debt pressures, and the need to balance welfare spending 

with capital formation.  
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Strengthening revenue mobilisation, improving expenditure efficiency, encouraging 

private investment, and enhancing institutional governance are essential for sustainable 

growth. Overall, Tamil Nadu’s development trajectory demonstrates how effective political 

economy strategies, combined with strong institutions, human capital investment, and 

innovation-driven policies, can promote inclusive, resilient, and sustainable long-term 

economic transformation. 

Political Economy of Welfare Expenditure and the Transition toward Productivity-Enhancing 

Inclusive Growth in Tamil Nadu 

Tamil Nadu's political economy has successfully transformed welfare expenditure 

from a consumption-oriented approach into a productivity-enhancing development strategy. 

The state has consistently invested in education, healthcare, nutrition, social protection, and 

skill development while simultaneously expanding infrastructure and industrial investment. 

This balanced approach has strengthened human capital and supported long-term economic 

growth. During 2024–25, Tamil Nadu's Gross State Domestic Product (GSDP) reached 

approximately ₹17.23 lakh crore (at constant prices) with a real growth rate of about 9.69%, 

making it one of India's fastest-growing state economies. Social sector expenditure accounts 

for nearly 40–45% of the state's total budget, with substantial allocations for school 

education, higher education, public health, women and child development, and social welfare. 

Tamil Nadu's literacy rate exceeds 80%, life expectancy is around 72 years, and the Infant 

Mortality Rate has declined to about 13 per 1,000 live births, among the lowest in India. 

These improvements have increased labour productivity, employability, and workforce 
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participation. The details of the Political Economy of Welfare Expenditure and the Transition 

toward Productivity-Enhancing Inclusive Growth in Tamil Nadu are stated in table – 2. 

Table – 2 

Political Economy of Welfare Expenditure and the Transition toward Productivity-

Enhancing Inclusive Growth in Tamil Nadu 

S. 

No. 

Dimension Key Indicators  Development Implications 

1. Economic Growth Tamil Nadu's GSDP reached ₹17.23 

lakh crore (2024–25, constant prices) 

with a real growth rate of 9.69%. 

Reflects strong economic 

expansion supported by welfare 

policies, industrialisation, and 

public investment. 

2. Social Sector 

Expenditure 

Around 40–45% of the State Budget 

is allocated to education, health, 

social welfare, women and child 

development, and nutrition. 

Strengthens human capital, 

improves social inclusion, and 

enhances long-term productivity. 

3. Education and 

Human Capital 

Literacy rate exceeds 80% with 

sustained investment in school and 

higher education. 

Improves workforce quality, 

employability, innovation, and 

labour productivity. 

4. Health Outcomes Life expectancy: ~72 years; Infant 

Mortality Rate: 13 per 1,000 live 

births, among the lowest in India. 

Creates a healthier workforce, 

reduces healthcare costs, and 

increases economic efficiency. 

5. Welfare 

Programmes 

Implementation of the Nutritious 

Meal Scheme, CM Health Insurance 

Scheme, Pudhumai Penn Scheme, 

and free bus travel for women. 

Reduces poverty, enhances 

educational attainment, promotes 

gender equality, and increases 

labour-force participation. 

6. Public Investment Continuous investment in industrial 

corridors, transport infrastructure, 

MSMEs, renewable energy, and 

digital governance. 

Encourages private investment, 

capital formation, and industrial 

competitiveness. 

7. Productivity and 

Employment 

Improved human capital and 

infrastructure have contributed to 

higher labour productivity and 

employment generation. 

Facilitates the transition from 

welfare-oriented development to 

productivity-led inclusive growth. 

8. Fiscal 

Sustainability 

Welfare expenditure is increasingly 

treated as productive social 

investment rather than consumption 

expenditure. 

Supports sustainable economic 

growth while maintaining fiscal 

stability and long-term 

development. 

9. Inclusive 

Development 

Welfare and investment policies have 

reduced regional disparities and 

expanded access to education, 

Promotes equitable growth, social 

mobility, and resilient economic 

development. 
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healthcare, and economic 

opportunities. 

10 Political Economy 

Transformation 

Integration of welfare policies with 

industrial development and 

institutional governance has shifted 

the State toward a productivity-

enhancing inclusive growth model. 

Demonstrates that strategic 

welfare expenditure can strengthen 

human capital, competitiveness, 

and sustainable long-term 

economic growth. 

Source: Government of Tamil Nadu, Budget 2025–26 and Economic Survey of Tamil Nadu (2025). 

The state's welfare initiatives, including the Nutritious Meal Programme, Chief 

Minister's Health Insurance Scheme, Pudhumai Penn Scheme, free bus travel for women, and 

targeted skill development programmes, have reduced poverty, strengthened human capital, 

and promoted inclusive participation in economic activities. Simultaneously, sustained public 

investment in industrial corridors, transport infrastructure, renewable energy, MSMEs, and 

digital governance has encouraged private investment and capital formation. 

 

Consequently, Tamil Nadu has shifted from a traditional welfare model toward a 

development-oriented welfare state, where social expenditure is viewed as a productive 

investment rather than merely a fiscal burden. The interaction between welfare policies, 

public investment, institutional governance, and industrial development has generated higher 

productivity, improved fiscal outcomes, enhanced employment opportunities, and reduced 

regional inequalities. This political economy framework demonstrates that well-designed 

welfare expenditure can complement economic efficiency, strengthen fiscal sustainability, 

and support inclusive, resilient, and long-term economic growth in Tamil Nadu. 
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Public Investment in Infrastructure, Social Sectors, and Human Capital in Tamil Nadu’s Long-

Term Economic Transformation 

Public investment in infrastructure and social sectors has been a key driver of Tamil 

Nadu's long-term economic transformation by improving productivity, strengthening human 

capital, and promoting inclusive growth. The state's sustained investments in roads, ports, 

industrial parks, power supply, urban infrastructure, and digital connectivity have enhanced 

industrial competitiveness and attracted domestic and foreign investment. Tamil Nadu 

contributes nearly 9–10% of India's GDP, while its Gross State Domestic Product (GSDP) 

reached approximately ₹17.2 lakh crore in 2024–25, recording around 9.7% real growth, 

reflecting the positive impact of productive public investment. Simultaneously, substantial 

expenditure on education, healthcare, nutrition, and social welfare has strengthened human 

capital. Tamil Nadu consistently allocates around 12–15% of its State Budget to education 

and 5–7% to health and family welfare, resulting in a literacy rate of about 82%, an Infant 

Mortality Rate (IMR) of around 13 per 1,000 live births, and a Life Expectancy exceeding 72 

years, all of which are better than the national average. These improvements have created a 

healthier, more skilled, and productive workforce capable of supporting advanced 

manufacturing, information technology, healthcare, electronics, renewable energy, and 

modern service industries. The details of the Public Investment in Infrastructure, Social 

Sectors, and Human Capital Development in Tamil Nadu’s Long-Term Economic 

Transformation are presented in table – 3. 

Table – 3 

Public Investment in Infrastructure, Social Sectors, and Human Capital Development in 

Tamil Nadu’s Long-Term Economic Transformation 

S. 

No. 

Dimension Key Statistics / Indicators Contribution to Long-Term Economic 

Transformation 

1. Economic Growth GSDP reached ₹17.2 lakh crore 

(2024–25) with 9.7% real 

growth 

Reflects the positive impact of 

sustained public investment on 

productive capacity and economic 

expansion. 

2. Physical 

Infrastructure 

Continuous investment in 

roads, ports, airports, industrial 

parks, power, and digital 

infrastructure 

Improves connectivity, lowers 

production costs, attracts private 

investment, and enhances industrial 

competitiveness. 

3. Education 

Investment 

Around 12–15% of the State 

Budget allocated to education 

Enhances literacy, skill development, 

employability, innovation, and labour 

productivity. 

4. Health Investment Around 5–7% of the State 

Budget allocated to health and 

family welfare 

Improves healthcare access, labour 

efficiency, life expectancy, and 

workforce productivity. 
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5. Human Capital 

Development 

Literacy Rate: ~82%; Life 

Expectancy: >72 years 

Develops a skilled, healthy, and 

productive workforce capable of 

supporting high-value industries. 

6. Social Development Infant Mortality Rate (IMR): 

~13 per 1,000 live births 

Demonstrates improved public health 

outcomes and higher quality of human 

capital. 

7. Industrial 

Development 

Tamil Nadu contributes nearly 

9–10% of India's GDP 

Strong infrastructure and skilled 

labour promote industrialisation, 

manufacturing, and exports. 

8. Capital Formation Public investment stimulates 

private investment and 

infrastructure expansion 

Encourages capital accumulation, 

technological adoption, and long-term 

productivity growth. 

9. Inclusive Growth Welfare programmes improve 

education, health, nutrition, and 

household income 

Reduces poverty, regional disparities, 

and social inequality while promoting 

inclusive development. 

10. Long-Term 

Economic 

Transformation 

Integration of infrastructure, 

social investment, and human 

capital 

Creates sustainable economic growth, 

employment generation, innovation, 

and resilient development. 

Source: Government of Tamil Nadu, Budget 2025–26. 

From a political economy perspective, welfare-oriented public expenditure has 

gradually evolved into productivity-enhancing investment. Social protection programmes 

have improved educational attainment, labour-force participation, and household 

consumption while reducing multidimensional poverty and regional inequalities.  
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Better infrastructure combined with stronger human capital has increased private 

investment, capital formation, employment generation, and innovation, thereby supporting 

sustained economic growth. Overall, Tamil Nadu demonstrates that balanced public 

investment in physical infrastructure and social development creates a virtuous cycle of 

higher productivity, inclusive human capital development, stronger industrialisation, and 

long-term economic resilience. This integrated development model has positioned the state 

among India's leading economies while ensuring that economic growth is accompanied by 

social progress and improved living standards. 

Fiscal Sustainability and Inclusive Economic Transformation in Tamil Nadu: Balancing 

Welfare, Capital Expenditure, Debt Management, and Long-Term Growth 

Tamil Nadu’s fiscal framework can be described as moderately sustainable but under 

continuing pressure, because the State is attempting to combine extensive welfare 

commitments with higher public investment and prudent debt management. The key 

challenge is to ensure that welfare expenditure strengthens human capital and social 

protection without reducing the resources available for productive investment. In the 2025–26 

Budget Estimates, Tamil Nadu’s GSDP is projected at ₹35.68 lakh crore, while revenue 

receipts are estimated at ₹3.32 lakh crore. Revenue expenditure is projected at ₹3.73 lakh 

crore, resulting in a revenue deficit of ₹41,635 crore. At the same time, capital expenditure 

has increased to ₹57,231 crore, compared with ₹40,500 crore in 2023–24. This indicates a 

stronger emphasis on infrastructure and capital formation. The details of the Fiscal 

Sustainability and Inclusive Economic Transformation in Tamil Nadu are stated in table – 4. 

Table – 4 

Fiscal Sustainability and Inclusive Economic Transformation in Tamil Nadu 

S. 

No.  

Dimension Key Fiscal Indicators / 

Evidence 

Economic and Development Implications 

1. Economic 

Capacity 

GSDP projected at ₹35.68 

lakh crore (2025–26) 

A large and diversified economic base 

provides greater capacity for revenue 

mobilisation and development spending. 

2. Welfare 

Commitments 

Revenue expenditure 

estimated at ₹3.73 lakh 

crore 

Supports social protection, education, health 

and human-capital development, but requires 

efficient expenditure management. 

3. Revenue 

Position 

Revenue deficit estimated at 

₹41,635 crore 

Indicates that revenue receipts are still 

insufficient to fully finance recurring 

expenditure. 

4. Capital 

Expenditure 

Capital expenditure 

estimated at ₹57,231 crore 

Higher public investment in infrastructure can 

strengthen capital formation, productivity and 

long-term growth. 

5. Fiscal Deficit Fiscal deficit targeted at Indicates an effort to maintain fiscal discipline 
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3.0% of GSDP while continuing essential welfare and 

development expenditure. 

6. Debt 

Management 

Outstanding debt estimated 

at ₹9.30 lakh crore, or 

26.07% of GSDP 

Debt remains manageable, but rising interest 

obligations can constrain future fiscal space. 

7. Medium-Term 

Stability 

Fiscal deficit projected to 

decline to 2.82% in 2026–

27 and 2.69% in 2027–28 

Gradual fiscal consolidation can improve debt 

sustainability and preserve resources for 

productive investment. 

8. Overall 

Sustainability 

Balance between welfare, 

investment and fiscal 

consolidation 

Tamil Nadu’s framework is moderately 

sustainable, provided revenue mobilisation, 

expenditure efficiency and productive 

investment continue to improve. 

Source: Government of Tamil Nadu, Budget 2025–26 and Medium-Term Fiscal Plan 2025–26. Tamil 

Nadu Budget Documents. 

Debt management remains an important concern. Outstanding debt is estimated at 

₹9.30 lakh crore in 2025–26, equivalent to 26.07% of GSDP. Although this ratio is relatively 

contained, rising interest payments can reduce fiscal space for development expenditure. The 

fiscal deficit is budgeted at 3.0% of GSDP, reflecting an attempt to remain within fiscal 

responsibility limits. Importantly, the State’s medium-term fiscal plan projects the fiscal 

deficit to decline to 2.82% of GSDP in 2026–27 and 2.69% in 2027–28, while the revenue 

deficit is expected to fall progressively. 
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Overall, Tamil Nadu’s fiscal position is sustainable in the medium term, provided 

revenue mobilisation improves, debt growth remains controlled, and welfare programmes are 

increasingly linked with education, health, skills, employment and productivity. A balanced 

combination of welfare, infrastructure investment and fiscal discipline can support inclusive 

and long-term economic transformation. 

Welfare Schemes and Inclusive Development in Tamil Nadu 

Tamil Nadu’s welfare model has contributed significantly to poverty reduction, social 

mobility, employment generation and income redistribution, particularly among women, rural 

households, Scheduled Castes, Scheduled Tribes, minorities, elderly persons and other 

vulnerable groups. Its importance lies not only in income transfers but also in combining 

social protection with human-capital formation and livelihood support. Poverty reduction: 

Tamil Nadu’s multidimensional poverty headcount declined sharply from 4.76% in 2015–16 

to 2.20% in 2019–21, indicating substantial improvement in living standards. Around 19.58 

lakh people moved out of multidimensional poverty during this period. Universal and 

subsidised food distribution, social-security pensions and nutrition programmes have reduced 

consumption insecurity and protected poor households from economic shocks. Tamil Nadu’s 

PDS provides rice free of cost to eligible cardholders. The details of the Contribution of 

Welfare Schemes to Inclusive Development in Tamil Nadu are given in table – 5. 

Table – 5 

Contribution of Welfare Schemes to Inclusive Development in Tamil Nadu 

S. 

No.  

Dimension Key Statistical Evidence Contribution to Marginalized 

Communities 

1. Poverty 

Reduction 

Multidimensional poverty declined 

from 4.76% (2015–16) to 2.20% 

(2019–21); nearly 19.58 lakh people 

moved out of multidimensional 

poverty. 

Food security, social protection and 

subsidised public services have 

reduced deprivation and improved 

basic living conditions. 

2. Income 

Distribution 

Kalaignar Magalir Urimai Thogai 

provides ₹1,000 per month to 

around 1.15 crore women; ₹13,807 

crore allocated in 2025–26. 

Direct transfers increase the 

disposable income of poor women 

and strengthen household 

consumption and financial security. 

3. Social Mobility Pudhumai Penn supports about 4.06 

lakh girl students with ₹1,000 per 

month; higher-education enrolment 

among women increased by about 

19%. 

Educational support improves human 

capital, especially for girls from 

economically weaker households, 

creating opportunities for upward 

social mobility. 

4. Employment 

Generation 

MGNREGS provides up to 100 

days of guaranteed rural 

employment; Tamil Nadu targeted 

Provides wage employment, supports 

rural incomes and reduces seasonal 

unemployment among vulnerable 
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about 37 crore person-days in 2023–

24. 

households. 

5. Women’s 

Economic 

Empowerment 

Around 4.76 lakh women’s SHGs 

are functioning, with approximately 

₹37,000 crore in bank-credit targets 

for 2025–26. 

Access to institutional credit 

encourages self-employment, 

entrepreneurship, savings and greater 

participation of women in economic 

activities. 

6. Human Capital 

Formation 

Welfare interventions combine 

education, nutrition, healthcare and 

social-security support with income 

assistance. 

Improved human capabilities 

strengthen long-term employability, 

productivity and inter-generational 

mobility. 

7. Overall 

Development 

Impact 

Tamil Nadu combines redistributive 

transfers with public investment in 

human capital and livelihoods. 

The welfare model increasingly links 

poverty alleviation with productivity, 

employment, social mobility and 

inclusive economic growth. 

Source: Government of Tamil Nadu, Tamil Nadu Budget 2025–26; NITI Aayog, National 

Multidimensional Poverty Index 2023. 

Income distribution and women’s empowerment: The Kalaignar Magalir Urimai 

Thogai provides ₹1,000 per month to about 1.15 crore women, with ₹13,807 crore allocated 

in 2025–26. This directly transfers purchasing power to women and strengthens household-

level income security. Social mobility: Education-oriented interventions have expanded 

opportunities for disadvantaged groups. Under Pudhumai Penn, about 4.06 lakh girl students 

receive ₹1,000 monthly, while enrolment in higher education increased by 19%, with 40,276 

additional female students reported. 
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Employment and livelihoods: MGNREGS provides a legal guarantee of up to 100 

days of rural employment, while Tamil Nadu’s 2023–24 labour budget was revised to 37 

crore person-days. Further, 4.76 lakh women’s SHGs are functioning, with ₹37,000 crore 

targeted in bank loans for 2025–26. Overall assessment: Welfare schemes have substantially 

improved income security, human capital and social inclusion. However, long-term 

transformation requires moving beyond transfers towards skill development, productive 

employment, entrepreneurship, capital formation and higher productivity. Thus, Tamil 

Nadu’s welfare approach is increasingly shifting from redistributive welfare to productivity-

enhancing inclusive development. 

Investment in Human Capital and Labour Productivity in Tamil Nadu 

Investment in education, healthcare, skill development and social infrastructure has 

played a major role in transforming Tamil Nadu from a welfare-oriented economy into a 

human-capital-driven and productivity-oriented economy. Public investment has expanded 

access to basic services while improving the quality and employability of the workforce. 

Education has been a major foundation of human-capital formation. Tamil Nadu’s literacy 

rate reached about 80.1%, well above the national average, while the state has one of India’s 

strongest higher-education systems, with 27 universities under the state’s higher-education 

framework. Programmes supporting school meals, higher education and scholarships have 

reduced barriers for poorer and socially disadvantaged groups. Healthcare investment has 

improved the health component of human capital by strengthening public hospitals, primary 

healthcare and maternal-child services. Better access to healthcare reduces illness-related 

productivity losses and enables workers to participate more effectively in education and 

employment. Tamil Nadu’s integrated HMIS also supports evidence-based allocation and 

monitoring of healthcare resources. The details of the Impact of Public Investment on Human 

Capital Formation and Labour Productivity in Tamil Nadu are given in table – 6. 

Table – 6 

Impact of Public Investment on Human Capital Formation and Labour Productivity in 

Tamil Nadu 

S. 

No.  

Investment 

Area 

Key Statistical Evidence Impact on Human 

Capital 

Impact on Labour 

Productivity 

1. Education Literacy rate: 80.1%; 

Tamil Nadu has a 

strong network of 

higher-education 

institutions 

Improves educational 

attainment, knowledge, 

skills and social 

mobility 

Creates a more skilled and 

adaptable workforce, 

supporting higher-value 

employment 

2. Healthcare Tamil Nadu has an 

extensive public-health 

network covering 

Better health, nutrition 

and life expectancy 

strengthen the quality 

Reduces illness-related 

work loss and improves 

workers’ physical and 
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primary, secondary and 

tertiary healthcare 

of human capital cognitive capacity 

3. Skill 

Development 

Naan Mudhalvan Skill 

Registry: 17.56 lakh+ 

skilled professionals 

Develops industry-

relevant technical, 

digital and soft skills 

Reduces skill mismatch, 

improves employability 

and supports productivity-

enhancing employment 

4. Social 

Infrastructure 

₹22,244.73 crore 

allocated for SC/ST 

Development Action 

Plans in 2025–26 

Expands access to 

education, welfare and 

economic opportunities 

among disadvantaged 

groups 

Promotes inclusive 

participation in the labour 

market and reduces 

human-capital inequalities 

5. Overall Effect Tamil Nadu combines 

welfare expenditure 

with human-capital and 

infrastructure 

investment 

Builds a healthier, 

better-educated and 

more skilled 

population 

Supports higher 

employability, workforce 

efficiency, structural 

transformation and 

inclusive long-term 

economic growth 

Source: Government of Tamil Nadu, Tamil Nadu Budget Documents, Human Resources Development 

and Skill Development Programme Reports, 2025–26. 

Skill development has increasingly connected education with labour-market 

requirements. Naan Mudhalvan, launched in 2022, provides industry-oriented training, 

internships, apprenticeships and career guidance. Its Skill Registry currently covers more 

than 17.56 lakh skilled professionals, strengthening the connection between trained workers 

and employers. Social infrastructure has further supported inclusion. In 2025–26, ₹22,244.73 

crore was allocated under the Development Action Plan for SCs and STs, supporting targeted 

educational and socio-economic programmes. 
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Thus, Tamil Nadu’s public-investment strategy has created a cumulative productivity 

effect: better education builds skills, healthcare improves worker capacity, skill development 

increases employability, and social infrastructure widens access. The result is stronger human 

capital, greater labour-market participation and improved long-term productivity, although 

continued attention is required to address skill mismatch and regional inequalities. 

Role of Public Capital Formation in Tamil Nadu’s Economic Transformation 

Public capital formation has played a strategic role in Tamil Nadu by creating the 

infrastructure and productive environment required for private investment, industrial 

competitiveness, and balanced regional development. Government investment in roads, ports, 

industrial estates, electricity, irrigation, urban infrastructure, logistics, and digital connectivity 

has reduced business costs and strengthened the investment climate. Tamil Nadu’s GSDP 

increased from about ₹9.0 lakh crore in 2015–16 to nearly ₹27.2 lakh crore in 2023–24, 

indicating strong expansion of productive capacity. Public infrastructure has supported major 

industrial clusters in Chennai–Sriperumbudur, Hosur, Coimbatore, Tiruppur, Salem, Madurai 

and the Vellore–Ranipet belt. Improved transport and industrial infrastructure have helped 

private firms access markets, suppliers, skilled labour and export facilities more efficiently. 

Public capital formation has also complemented private investment. Investments in ports, 

highways, industrial parks and power infrastructure have strengthened Tamil Nadu’s position 

in automobiles, electronics, textiles, leather, engineering, renewable energy and other 

manufacturing activities. Tamil Nadu accounted for around 11% of India’s manufacturing 

output, reflecting its strong industrial base and infrastructure-supported competitiveness. The 
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details of the Role of Public Capital Formation in Promoting Private Investment, Industrial 

Competitiveness and Regional Development in Tamil Nadu are stated in table – 7. 

Table – 7 

Role of Public Capital Formation in Promoting Private Investment, Industrial 

Competitiveness and Regional Development in Tamil Nadu 

S. 

No. 

Dimension Statistical Evidence / Public Investment Economic Impact 

1. Expansion of 

Productive 

Capacity 

Tamil Nadu’s GSDP increased from 

about ₹23.65 lakh crore in 2022–23 to 

₹27.23 lakh crore in 2023–24 at 

current prices. 

Indicates expansion of the 

state’s productive and 

infrastructure base, creating 

favourable conditions for 

investment and employment. 

2. Crowding-in of 

Private Investment 

Public investment in roads, industrial 

infrastructure, power, ports and urban 

facilities has improved the business 

environment. 

Better infrastructure lowers 

transaction and logistics costs 

and encourages private firms to 

expand production and 

investment. 

3. Industrial 

Competitiveness 

Manufacturing contributed about 34% 

of Tamil Nadu’s economy in 2023–24, 

while manufacturing growth was 

estimated at 7.1%. 

Infrastructure support 

strengthens automobile, 

electronics, textiles, leather, 

engineering and other industrial 

clusters. 

4. Transport and 

Logistics 

In 2024–25, the state planned 

development of 2,000 km of rural 

roads and upgrading of 4,457 km of 

urban roads. 

Improved connectivity 

facilitates movement of raw 

materials, labour and finished 

goods and expands market 

access. 

5. Regional Economic 

Development 

Industrial and infrastructure 

investments have supported growth 

centres such as Chennai–

Sriperumbudur, Hosur, Coimbatore, 

Tiruppur, Salem, Madurai and 

Vellore–Ranipet. 

Economic activity is 

increasingly spread across 

different regions, supporting 

employment, MSMEs and local 

supply chains. 

6. Public–Private 

Complementarity 

Public capital creates basic 

infrastructure that private firms may 

not provide adequately because of high 

initial costs and externalities. 

Government investment 

therefore acts as a crowding-in 

mechanism, stimulating private 

capital formation and 

productivity. 

7. Inclusive Long-

Term Development 

Capital investment in roads, 

connectivity and productive 

Combining physical 

infrastructure with human 
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infrastructure complements welfare 

and human-capital expenditure. 

capital improves productivity 

and supports more inclusive and 

sustainable growth. 

8. Fiscal Sustainability 

Challenge 

Tamil Nadu’s 2024–25 fiscal deficit 

was targeted at 3.4% of GSDP, while 

revenue deficit was estimated at 1.6% 

of GSDP. 

Sustaining high-quality capital 

expenditure requires careful 

debt management, efficient 

project selection and stronger 

revenue mobilisation. 

Source: PRS Legislative Research, Tamil Nadu Budget Analysis 2024–25. 

The regional dimension is equally important. Industrial estates, road connectivity, 

electricity networks, educational institutions and urban infrastructure have helped extend 

economic opportunities beyond Chennai. Corridors connecting western, northern and 

southern districts have encouraged industrial diversification and employment generation. 

However, regional disparities remain, particularly in attracting high-value investment to 

relatively less-developed districts. 

 

From a political-economy perspective, public capital formation therefore acts as a 

“crowding-in” mechanism: government investment lowers infrastructure constraints and 

encourages private firms to invest, expand production and create employment. The long-term 

impact is greatest when capital expenditure is efficiently selected, geographically balanced, 

financially sustainable and supported by effective governance. Overall, Tamil Nadu’s 

experience shows that productive public investment has been an important foundation for 

private-sector dynamism, industrial competitiveness and inclusive regional economic 

development. 
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Institutional Quality, Governance and Administrative Capacity in Tamil Nadu’s Welfare and 

Development 

Institutional quality, governance effectiveness, and administrative capacity are central 

to converting Tamil Nadu’s welfare commitments and public investments into measurable 

social and economic outcomes. Strong institutions improve policy design, coordination, 

transparency, financial management, monitoring, and last-mile delivery, thereby reducing 

leakages and ensuring that benefits reach intended groups. Tamil Nadu’s institutional 

emphasis on data-based planning is reflected in the State’s statistical system, which supports 

policy formulation, implementation, monitoring, and evaluation through timely socio-

economic information. The state’s performance provides evidence of this institutional 

capacity. Tamil Nadu’s SDG Index score increased from 66 in 2018 to 78 in 2023–24, 

placing it among India’s leading states. This improvement reflects the cumulative effect of 

effective public administration, targeted welfare interventions, infrastructure provision, and 

continuous programme monitoring. The details of the Institutional Quality, Governance 

Effectiveness and Administrative Capacity in Tamil Nadu’s Welfare and Development are 

given in table – 8. 

Table – 8 

Institutional Quality, Governance Effectiveness and Administrative Capacity in Tamil 

Nadu’s Welfare and Development 

S. 

No.  

Dimension Evidence / Statistical Indicator Influence on Welfare and 

Development Outcomes 

1. Institutional 

Quality 

Tamil Nadu’s SDG Index score 

increased from 66 in 2018 to 78 in 

2023–24. 

Strong institutions improve policy 

coordination, monitoring, 

accountability and the effective 

delivery of welfare programmes. 

2. Governance 

Effectiveness 

Tamil Nadu ranked among India’s 

leading states in the SDG India Index 

2023–24, reflecting progress across 

social, economic and environmental 

indicators. 

Effective governance helps 

convert public expenditure into 

better education, health, 

infrastructure, social protection 

and inclusive development 

outcomes. 

3. Administrative 

Capacity 

In 2024–25, welfare expenditure was 

₹88,130.83 crore. SC component 

expenditure was ₹19,363.56 crore, 

with 92.08% utilisation, while ST 

component expenditure was ₹1,738.40 

crore, with 80.96% utilisation. 

Higher budget utilisation indicates 

stronger implementation capacity 

and the ability to translate 

financial allocations into actual 

services and benefits for 

disadvantaged groups. 

4. Digital 

Governance 

Tamil Nadu has introduced digital 

systems for audit planning, inspection, 

Digital administration strengthens 

transparency, monitoring, financial 
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reporting and follow-up. accountability and timely 

corrective action, reducing 

implementation gaps and leakages. 

5. Policy 

Implementation 

Strong coordination between state 

departments, local administrations and 

implementing agencies supports large-

scale welfare and development 

programmes. 

Administrative coordination 

improves targeting, reduces 

duplication and strengthens last-

mile delivery, particularly for 

vulnerable populations. 

6. Overall 

Development 

Impact 

Institutional and administrative 

capabilities support the effective use of 

large public expenditure programmes. 

Better governance strengthens 

human capital, public investment 

efficiency, productivity, social 

mobility and inclusive long-term 

economic growth. 

Source: Government of Tamil Nadu, Department of Economics and Statistics; Government of India, SDG 

India Index 2023–24. 

Administrative capacity is also visible in welfare implementation. In 2024–25, Tamil 

Nadu reported ₹88,130.83 crore of total welfare expenditure, including ₹19,363.56 crore 

under the Scheduled Caste component and ₹1,738.40 crore under the Scheduled Tribe 

component. Expenditure reached 92.08% of the SC allocation and 80.96% of the ST 

allocation, indicating substantial implementation capacity while also revealing scope for 

improving utilisation among vulnerable groups. 

 

Digital governance further strengthens accountability. Systems such as the 

Comprehensive Audit Management System enable digital audit planning, work allocation, 

inspection, reporting, and follow-up across government institutions. Overall, effective 

institutions enhance welfare targeting, public-investment efficiency, service quality, and 
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inclusive growth. However, district-level disparities, staff capacity, coordination gaps, and 

uneven implementation remain important challenges. Thus, institutional quality acts as the 

transmission mechanism linking public expenditure with sustainable human development and 

long-term economic transformation in Tamil Nadu. 

Political Economy of Welfare-Led Development in Tamil Nadu: Productivity, Innovation, 

Employment, and Sustainable Economic Growth 

Tamil Nadu’s welfare-led development model has substantially strengthened 

productivity, innovation, employment generation, and long-term economic growth by 

integrating social welfare with sustained public investment in education, healthcare, 

infrastructure, and industrial development. Rather than treating welfare as consumption 

expenditure, the state has used it as an investment in human capital, thereby enhancing labour 

productivity and economic competitiveness. Tamil Nadu recorded one of the highest real 

Gross State Domestic Product (GSDP) growth rates in India, expanding by 9.69% in 2024–

25, while its economy exceeded ₹17 lakh crore. The state consistently contributes around 9–

10% of India’s GDP, despite accounting for only about 6% of the national population, 

reflecting high economic productivity. The state also performs strongly in labour market 

outcomes. According to the Periodic Labour Force Survey (PLFS) 2023, Tamil Nadu’s 

Labour Force Participation Rate (46%) and Worker Population Ratio (44%) are above the 

national averages of 42.4% and 41.1%, respectively, indicating greater employment 

opportunities. Welfare programmes such as the Kalaignar Magalir Urimai Scheme, free bus 

travel for women, universal public distribution, and expanded health insurance have 

increased labour market participation, particularly among women and low-income 

households, while reducing financial vulnerability. The details of the Political Economy of 

Welfare-Led Development in Tamil Nadu: Productivity, Innovation, Employment, and 

Sustainable Economic Growth are stated in table – 9.  

Table – 9 

Political Economy of Welfare-Led Development in Tamil Nadu: Productivity, 

Innovation, Employment, and Sustainable Economic Growth 

S. 

No.  

Dimension Statistical Evidence / Indicator Impact on Productivity, 

Employment, Innovation, and 

Sustainable Growth 

1. Economic 

Growth 

Real GSDP growth reached 9.69% 

in 2024–25; GSDP exceeded ₹17 

lakh crore. 

Demonstrates strong and 

sustained economic expansion 

supported by welfare and public 

investment. 

2. Economic 

Contribution 

Tamil Nadu contributes 

approximately 9–10% of India's 

Reflects higher productivity 

and efficient utilization of 
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GDP with only 6% of the national 

population. 

human and physical resources. 

3. Employment 

Performance 

Labour Force Participation Rate 

(LFPR): 46%; Worker Population 

Ratio (WPR): 44% (PLFS 2023), 

both above national averages. 

Indicates stronger labour 

market participation and greater 

employment opportunities. 

4. Human Capital 

Development 

Significant investments in 

education, healthcare, nutrition, 

and social protection schemes. 

Improves workforce skills, 

labour productivity, and long-

term economic 

competitiveness. 

5. Women's 

Economic 

Participation 

Welfare initiatives such as the 

Kalaignar Magalir Urimai Scheme 

and free bus travel for women 

support female workforce 

participation. 

Enhances labour force 

inclusion, household income, 

and gender equality. 

6. Innovation and 

Industrial 

Development 

Leading hub for automobiles, 

electronics, renewable energy, 

textiles, and digital industries. 

Promotes technological 

innovation, industrial 

diversification, and productivity 

growth. 

7. Institutional 

Quality 

SDG Index score increased from 

66 (2018) to 78 (2023–24). 

Strong governance improves 

policy implementation, 

institutional effectiveness, and 

development outcomes. 

8. Inclusive 

Development 

Welfare programmes reduce 

poverty, improve access to health 

and education, and strengthen 

social security. 

Supports inclusive growth by 

expanding economic 

opportunities and reducing 

inequalities. 

9. Fiscal 

Sustainability 

Welfare expenditure is 

complemented by continued 

investment in infrastructure and 

productive sectors. 

Maintains long-term economic 

resilience while supporting 

inclusive and sustainable 

development. 

Source: Government of Tamil Nadu, Budget Documents 2025–26; NITI Aayog, SDG India Index 2023–

24; Ministry of Statistics and Programme Implementation (MOSPI), Periodic Labour Force Survey 

(PLFS) 2023. 

Innovation and industrial transformation have been supported through continuous 

investments in manufacturing, electronics, automobiles, renewable energy, and digital 

infrastructure.  
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Tamil Nadu remains one of India’s leading destinations for domestic and foreign 

investment, supported by strong institutional quality and governance. The state’s Sustainable 

Development Goals (SDG) Index score increased from 66 in 2018 to 78 in 2023–24, 

reflecting improvements in health, education, gender equality, and institutional effectiveness. 

Overall, Tamil Nadu demonstrates that a welfare-oriented political economy, complemented 

by prudent fiscal management, public investment, and effective governance, can 

simultaneously improve human development, productivity, employment, innovation, and 

inclusive, sustainable economic growth. This integrated development model offers valuable 

policy lessons for other Indian states seeking balanced and resilient long-term development. 

Behavioural, Political, and Socio-Economic Determinants of Welfare Programme Acceptance 

and Effectiveness in Tamil Nadu 

The acceptance, utilization, and effectiveness of welfare programmes in Tamil Nadu 

are shaped by behavioural, political, and socio-economic factors that influence citizens' 

access to and participation in public schemes. Tamil Nadu has consistently maintained one of 

the highest levels of social sector expenditure in India, allocating nearly 5–6% of its Gross 

State Domestic Product (GSDP) to education, health, nutrition, and social protection. The 

state also achieved an SDG Index score of 78 (2023–24) and a Literacy Rate of 82.9% 

(NFHS-5), creating favourable conditions for effective welfare delivery. Behavioural factors 

such as awareness, trust in government institutions, financial literacy, social norms, and 

perceived programme benefits significantly affect participation. Households with higher 

educational attainment and better access to digital services are more likely to enrol in welfare 

schemes, while misinformation, administrative complexity, and social stigma can reduce 

programme utilization among vulnerable groups. The details of the Behavioural, Political, 
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and Socio-Economic Determinants of Welfare Programme Acceptance, Utilization, and 

Effectiveness in Tamil Nadu are stated in table – 10. 

Table – 10 

Behavioural, Political, and Socio-Economic Determinants of Welfare Programme 

Acceptance, Utilization, and Effectiveness in Tamil Nadu 

S. 

No. 

Determinant Evidence / Statistical Indicator Influence on Welfare Programme 

Outcomes 

1. Behavioural 

Factors 

Literacy Rate: 82.9% (NFHS-5) Higher literacy, awareness, and 

financial literacy improve enrolment, 

utilization, and informed participation 

in welfare programmes. 

2. Trust in 

Government 

Tamil Nadu has one of India's 

strongest welfare delivery systems 

through the Public Distribution 

System (PDS) and Direct Benefit 

Transfers (DBT). 

Greater public trust enhances 

programme acceptance, reduces 

exclusion, and improves policy 

effectiveness. 

3. Political 

Commitment 

Social sector expenditure accounts 

for approximately 5–6% of GSDP. 

Sustained political commitment 

ensures continuous funding, wider 

coverage, and effective implementation 

of welfare schemes. 

4. Institutional 

Capacity 

SDG Index Score: 78 (2023–24) Strong institutions, transparency, and 

administrative efficiency improve 

targeting, monitoring, and service 

delivery. 

5. Women's 

Empowerment 

Women-oriented programmes 

such as free bus travel and 

Kalaignar Magalir Urimai Scheme 

benefit millions of women. 

Enhances female mobility, labour force 

participation, financial security, and 

household welfare. 

6. Socio-Economic 

Status 

Welfare programmes primarily 

support low-income households, 

SCs, STs, rural families, and 

vulnerable groups. 

Inclusive targeting reduces poverty, 

inequality, and social exclusion while 

improving living standards. 

7. Employment 

Opportunities 

Labour Force Participation Rate 

(LFPR): ~49% (PLFS 2023–24) 

Welfare combined with employment 

and skill development encourages 

productive participation rather than 

long-term dependency. 

8. Digital Inclusion Expansion of digital governance 

and Direct Benefit Transfers 

(DBT). 

Improves transparency, minimizes 

leakages, accelerates benefit delivery, 

and increases beneficiary access. 

9. Human Capital High public investment in Strengthens productivity, 
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Investment education, healthcare, nutrition, 

and social protection. 

employability, and long-term economic 

development. 

10. Overall 

Development 

Outcome 

Tamil Nadu remains among 

India's leading states in human 

development and inclusive growth 

indicators. 

The combined influence of 

behavioural, political, and socio-

economic factors enhances welfare 

effectiveness, productivity, social 

equity, and sustainable economic 

growth. 

Source: NITI Aayog, SDG India Index 2023–24; National Family Health Survey (NFHS-5, 2019–21); 

Periodic Labour Force Survey (PLFS, 2023–24); Government of Tamil Nadu, Budget Documents (2025–

26). 

Political factors also play an important role. Stable governance, strong local 

institutions, transparent administration, and continuous public investment have strengthened 

programme implementation. Tamil Nadu's decentralized governance, efficient Public 

Distribution System (PDS), and women-centred initiatives, including free bus travel and the 

Kalaignar Magalir Urimai Scheme, have improved beneficiary outreach, particularly among 

women, rural households, Scheduled Castes (SCs), Scheduled Tribes (STs), and 

economically weaker sections. 

 

Socio-economic characteristics, including income, caste, gender, occupation, urban-

rural disparities, and digital inclusion, determine both access to and the impact of welfare 

programmes. According to the Periodic Labour Force Survey (PLFS 2023–24), Tamil Nadu 

recorded a Labour Force Participation Rate (LFPR) of about 49%, reflecting expanding 

employment opportunities that complement welfare support. Welfare programmes are most 
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effective when combined with investments in education, healthcare, skill development, and 

infrastructure, enabling beneficiaries to move from dependence to productive employment. 

Therefore, behavioural confidence, inclusive political governance, and favourable socio-

economic conditions collectively determine the long-term success of Tamil Nadu's welfare-

led development model, promoting productivity, human capital formation, social equity, and 

sustainable economic growth. 

Integrated Policy Framework for Balancing Welfare, Public Investment, Fiscal Sustainability, 

and Inclusive Long-Term Economic Growth in Tamil Nadu 

Tamil Nadu can achieve sustainable and inclusive long-term economic growth by 

adopting an integrated policy framework that effectively balances welfare expenditure, 

productive public investment, and fiscal discipline. Welfare programmes should increasingly 

focus on enhancing human capital through quality education, healthcare, nutrition, and skill 

development, enabling beneficiaries to become economically productive rather than 

remaining dependent on transfers. At the same time, the State should expand public 

investment in infrastructure, renewable energy, digital connectivity, logistics, industrial 

corridors, and research and innovation. Such investments improve productivity, attract 

private capital, create employment opportunities, and strengthen long-term economic 

competitiveness. Tamil Nadu's real Gross State Domestic Product (GSDP) grew by 

approximately 9.69% in 2024–25, reflecting the State's strong economic potential. Similarly, 

the State recorded a Labour Force Participation Rate (LFPR) of about 46%, higher than the 

national average of 42.4%, indicating a favourable labour market. The details of the 

Integrated Policy Framework for Balancing Welfare, Public Investment, Fiscal Sustainability, 

and Inclusive Long-Term Economic Growth in Tamil Nadu are stated in table – 11. 

Table – 11 

Integrated Policy Framework for Balancing Welfare, Public Investment, Fiscal 

Sustainability, and Inclusive Long-Term Economic Growth in Tamil Nadu 

S. 

No. 

Policy Dimension Key Evidence / Statistical Indicator Expected Contribution to 

Sustainable Development 

1. Human Capital-

Oriented Welfare 

Continued investment in education, 

healthcare, nutrition, and skill 

development to improve workforce 

quality. 

Enhances labour productivity, 

employability, and long-term 

economic mobility. 

2. Productive Public 

Investment 

Tamil Nadu recorded 9.69% real 

GSDP growth in 2024–25, supported 

by sustained investments in 

infrastructure and industry. 

Strengthens capital formation, 

attracts private investment, and 

accelerates economic growth. 

3. Employment and 

Labour Market 

Labour Force Participation Rate 

(LFPR): 46%, exceeding the national 

Expands employment 

opportunities and increases 
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average of 42.4%. household incomes. 

4. Fiscal 

Sustainability 

Improve tax administration, broaden 

the tax base, rationalize non-priority 

expenditure, and adopt outcome-

based budgeting. 

Maintains fiscal stability while 

ensuring adequate funding for 

development programmes. 

5. Digital 

Governance 

Expand digital public finance 

systems, e-governance, and 

transparent budgeting mechanisms. 

Improves efficiency, 

accountability, and reduces 

leakages in welfare delivery. 

6. Institutional 

Strengthening 

Enhance administrative capacity, 

inter-departmental coordination, and 

policy monitoring. 

Ensures effective implementation 

and better governance outcomes. 

7. Public–Private 

Partnerships 

Promote partnerships in 

infrastructure, renewable energy, 

logistics, healthcare, and education. 

Mobilizes additional investment, 

technology, and managerial 

expertise. 

8. Innovation and 

Industrial 

Development 

Support research, advanced 

manufacturing, MSMEs, startups, 

and green industries. 

Increases productivity, 

competitiveness, exports, and 

high-quality employment. 

9. Outcome-Based 

Welfare 

Evaluation 

Periodically assess welfare schemes 

using measurable social and 

economic performance indicators. 

Improves programme efficiency 

and ensures optimal utilization of 

public resources. 

10. Integrated 

Development 

Strategy 

Align welfare policies with 

infrastructure investment, fiscal 

responsibility, institutional reforms, 

and private sector participation. 

Promotes inclusive, resilient, and 

sustainable long-term economic 

growth while preserving fiscal 

discipline. 

Source: Government of Tamil Nadu, Budget Documents 2025–26; Ministry of Statistics and Programme 

Implementation (MOSPI), National Accounts Statistics; Periodic Labour Force Survey (PLFS) 2023. 

Fiscal sustainability should remain a central policy objective. The government can 

improve tax administration, widen the tax base, strengthen public financial management, 

reduce non-priority expenditure, and regularly evaluate welfare schemes based on measurable 

outcomes. Digital governance, transparent budgeting, and evidence-based policy decisions 

can further enhance expenditure efficiency while limiting fiscal stress. Institutional reforms 

are equally important. Strengthening administrative capacity, improving coordination among 

departments, encouraging public-private partnerships, and promoting citizen participation can 

enhance policy implementation and accountability. Investments in innovation, 

entrepreneurship, green industries, and advanced manufacturing should complement social 

welfare policies to generate sustainable employment and higher incomes. 
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An integrated approach that combines efficient welfare delivery, strategic public 

investment, prudent fiscal management, institutional strengthening, and productivity-led 

economic transformation will enable Tamil Nadu to sustain inclusive development, improve 

living standards, strengthen fiscal resilience, and maintain its position as one of India's 

leading high-growth and socially progressive states. 

Conclusion 

Tamil Nadu’s development journey exemplifies a balanced and strategic approach to 

fostering inclusive and sustainable growth. By integrating welfare policies with productive 

public investments, the state has significantly enhanced human capital, infrastructure, and 

industrial competitiveness. Its focus on education, healthcare, social security, and 

infrastructure has improved living standards, reduced regional disparities, and created a 

healthier, more skilled workforce. The state's emphasis on institutional strength and 

governance efficiency has ensured better policy implementation and transparency. While 

challenges such as fiscal sustainability, debt management, and regional inequalities remain, 

Tamil Nadu’s progressive policies and strategic investments have laid a strong foundation for 

long-term growth. The shift from welfare as mere social safety nets to a tool for productivity 

and innovation highlights the state’s commitment to inclusive development. Overall, Tamil 

Nadu’s experience demonstrates that well-planned welfare programs, coupled with strategic 

infrastructure development and sound governance, can drive resilient economic 

transformation. This integrated approach not only boosts productivity and employment but 

also ensures that the benefits of growth reach all sections of society, thereby fostering a more 

equitable and sustainable future. 

Suggestions 

To further strengthen Tamil Nadu’s development model, several measures can be 

adopted. First, the state should enhance revenue mobilization through broader tax reforms 
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and improved tax compliance to reduce reliance on debt and grants. Efficient expenditure 

management and outcome-based evaluation of welfare schemes will ensure resources are 

effectively utilized. Strengthening institutional capacity and decentralizing governance can 

improve service delivery at the district and local levels, ensuring schemes reach marginalized 

groups. Promoting digital governance and transparency will reduce leakages and increase 

accountability. Public-private partnerships should be expanded, especially in infrastructure, 

renewable energy, and healthcare sectors, to attract investment and technological expertise. 

Focused efforts are needed to address regional disparities by promoting industrial 

development and infrastructure in less-developed districts. Skill development programs 

should be aligned with industry needs to enhance employability and productivity. 

Environmental sustainability must be integrated into development plans to ensure eco-

friendly growth. Lastly, continuous monitoring and evaluation of welfare programs through 

data-driven methods will help in refining policies for better outcomes. These steps will create 

a resilient, inclusive, and dynamic economy capable of adapting to future challenges. 

 

Future Research 

Future research should explore the long-term impacts of welfare policies on socio-

economic mobility and regional development in Tamil Nadu. Investigating how digital 

governance and innovative financing models can enhance fiscal sustainability and service 

delivery will also be valuable. Additionally, studies can focus on the role of behavioral and 

socio-cultural factors in shaping public participation and trust in welfare schemes. Analyzing 

the environmental implications of public investments and their integration with climate 

resilience strategies is crucial for sustainable development. Comparative studies with other 

Indian states can provide insights into best practices and innovative policy approaches. 

Furthermore, examining the impacts of technological advancements and Industry 4.0 on 

employment patterns and skill requirements will help in designing future-ready policies. 

Overall, such research will support policymakers in crafting more effective, inclusive, and 

sustainable development strategies for Tamil Nadu. 
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