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EDUCAT IONAL FINANCES IN INDIA

Jandhyalia B.G. Tilak

"Organised educat:onal systems do net run on slogans and good
intentions. They run on money. Not that all the problems of
education can be solved by throwing money at them. But without
money to secure the essential physical resources of education
(buildings, eguipment, materials, supplies) and the human resources
(teachers, administrators and custodians), organised educational
systems would cocllapse ontc an empty centre® (Philip Coombs,
1985:137) .

1. Introduction

An attempt is made in this paper to present a review of growth of
educational finances ir India, during the post-independence period,
diagnose the problems associated with educational finances and then to
make a few suggestions to improve the situation.

During the post-independence period in India large scale
expansion has taken place in the educational system in terms of number
of students, institutions and teachers. The firancial resources that
flow into the educational system zlso registered a rapid expansion.
Various dimensions of this growth in financizl resources need to be
noted. Pir .nces include sources and management of educational
finances as well as the process of spending and wusing funds. In the
following pages, we discuss

(a) Growth in the expenditure on education in absolute terms and as
a proportion of GNP, budget, ete.

(b) Source-wise contribution of finances to education : the
governments, local bodies, non-governmental sources such as
students/parents in the form of fees, and other maintenance
expenditure, =nd other voluntary contributions such as donations
and endowments.

(c) The pattern of allocation of resources to education: the plan and
non-plan allocations; aud centre-state transfer of resources.

(d) The pattern of intra-sectoral allocation of resources within
education, i.e., between different layers of education; and

(e) Unit costs ot education.



Financiali resurces that are being poured from the public exchequers
into the education systems in the countries of the world are no more
trivial, so that they can be kept outside the theoriticel Iramework of
public finance. In fact, as education is an all pervasive development
activity, besides being a non-profit enterprise, it should be given
speclal treatment.

Because of the very inherent characteristics of education such as
the 'merit want' nature of education, mixed financing of education is
unavoidable. The state as well as the private sector together have to
finance education. Secondly, basicaly two considerations shculd
rrevail on those who are involved in financing education essentially
from the state coffers. The objective of education is human resource
development, which in turn leads to overall national development. The
worid 'profit' dees not figure in the theory of educaticnal finances.
secondly, distrbutional consideration will be much more relevant in
case of education than in case of ncrmal economic activities. Fouity,
efficiency and diversity are the three major goals that should guide
the educational planners. These are indeed not necessarily
contlicting goals when viewed in a spatial and temporal frame. Both
the 1mmediate outcomes and long range effects of education would formr
tr.e basis tor financing education in an optimal manner (Schielfelbein,
1982). Lesides, adequacy, built-in-flexibility and autonomy
congtitute thebasic principles of financial soundness of the education
systemn (Pancﬁéukhi,1977l As the mechanism of financing education
has a significant bearing on the outcome of education, if education
system has to produce desired results, decisions regarding its
Tinancing should be based on sound principles, rather thsn being
derived from projections based on mechanistic trends.

With this in background, let us review the growth of educational
finances in India. Even though we do not investigate in detail into
the factors that determine the pettern of growth of educational
finances in India, it would be easy for the reader to judge at the end
of the paper, whether the financing patterns and mechanisms in India
regarding edué?ion are based on any sound and rational principles.

We shall first analyse these aspects relating to ell-India and then
highlight a few major inter-state disparities. We shall largely use
the Tollowing indicators for our analysis:



i) experditure in millions of rupees.

ii) expenditure as a proportion of GNP.
iii) expenditure as a proportion of the total budget.
iv) e penditure per head of tke population, end

v) expenditure per pupil.

Tc " nutralise the effect of general inflation, atleast some of
the above need to be analysed irn current and real prices. The paper
analyses the broad trends and discusses the main charactertic features
of these trends. Tactors that explain these trends are not deeply
probed in here. In this sense, the paper should be treated as an
account of the status of received situation over the time period in
the independent India regarding the financial aspects of education.
Such an analysis is expected to be very useful at this stage of
planning and policy formulation. We have not conly completed three and
a half decades of development planning, which is not a short span for
a newly independent country, we are also completing the perspective
plan period, the only perspective plan prepared by the independent
Indiz, by the Education Commission. The plan ends by 1986. There is
a strong need for a long term perspective plan in education in the
country. If at all any such plan is gcing to be attempted, or a new
educational policy is formulated, a guick review of the achievements
and failures will be a basic prerequisite. The yresent paper is one
in this direction.

2o Educational Finances in India
2.1 Growth in the expenditure on education

A glance at the figures on expenditure on education given in
Table 1 shows that over the years it has increased as a proportion of
GNP. At the inception ¢t planning (1950-51) India was spending 1.2%
of GNP and by 1982-83, this proportion increased to about 3.6%1. In
absolute terms, this increase at national level was more impressive:
the educational expenditure increased by about 94 times from 550
million in 1947 %o Rs. 51860 million in 1983. This impressive growth
18 more than offset by increase in population, more particularly
enrolments ard increase in prices. In per capita terms the increase
has been by 51 times orly. Ztarting from a very low figure of Rs. 1.5
per caprita in 1947 we reached a figure of Rs. 76 per capita by 1983.
In contrast, the expenditure per pupil increased only by'7.5 times
durirg tre perioc 1950-51 to 1979-80, a period forr which we have some
detailed data {in fact more detailed data are available only upto
1976-77) from Rs. 44.53 to Rs. 337.50. However, as a proportion of



the total (revenue) budget, central and states together, government
expenditure on education has not increased significantly. While the
growth has been fluctuating, it increased from 11.9% in 1967-68 tc =
meagre 13.8% by 1982-83, with arn all time high proportion of 14.1%
reached in 1970-71 and in 1974-75 (Table 2). On the whole, the
rattern of expenditure on education in India shows a smooth growth, as
shown in Figure 1. As  we show later, the growth in the expenditure
on education does not reflect clearly any national commitment towards
a particular educational objective. As Mishra (1985) puts it rightly
expenditure on education "is guided more by in-built structural needs
implying a smoother trend than any strong demand for the same or a
planned effort to boost it up in view of its perceived impact of the
rignt kind".



TABGE 1

Expenditure on educaticn in India

Year Total (Rs. in Proportion Per capita Per pupil

10 millions) ~~ of GNF (%) (Rs.) (Rs.)
1950-51 7 . 114 1.2 3.2 35.6
1951-52 125 1.3 3.4 38.3
1952-5% 138 1.5 3.8 40.3
1953-54 148 1.5 3.9 40.9
1954-55 165 1.8 4.3 41 .8
1955-56 190 2.0 4.8 42.7
1956-57 206 1.8 5.1 44.3
1957-58 241 2.1 5.9 48.0
1958-59 266 2.1 6.4 49.1
195960 300 2.3 7.0 51.1
1960-61 244 2.5 7.9 53.7
196162 396 2.7 8.9 54 .1
1962-63" 442 2.8 9.7 57.3
1963-64 484 2.7 10.4 60.0
1964-65 525 2.5 1.3 62.6
1965-66 622 2.8 12.8 70.0
1266-67 698 2.8 14.1 99.6
1967-68 811 2.7 15.7 117
1968-69 893 3.0 17.3 120.2
1969-70 1010 3.0 19.1 132.0
1970-71 118 3.1 20.7 141.77
1971-72 1285 3.% 23.2 157.9
1972-73 1373 5e2 24.3 159.8
197374 1450 2.7 25.0 -
197475 1807 2.9 30.5 200.6
1975-76 2105 3.2 34.7 230.1
1976-77 2504 3.2 37.9 23511
1977-718++ 2719 54 42.9 284.4
1978-TH+ 2960 3.4 45.7 292.5
1979-80+ 3500 3.9 52.8 3375
Note : + Quick estimates.

++ Budget expenditure only.

Source : Based on Education in India (Various volumes)
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TABLE 2

Percentage of education expenditure on education department
to total budget (Revenue account)

Year State/Union Territory Cernttre Totsl
196768 19.8 1.6 11.9
1968~69 20.2 2.0 12.5
19€9~70 20.5 2.3 13.0
1970~71 21.4 . 2.8 1441
1971 =72 20.3 2.5 13.4
1972-73 19.8 2.4 12.6
197374 20.6 2.0 13.0
1974-75 25.2 2.1 14.1
1975~76 22.9 2.0 13.7
1976-77 227 2.3 13.8
197778 21.4 2.1 12.7
1978-79 21.8 2.7 13.1
1579-80 21.6 2.0 131
1980-81 20.9 2.0 12.8
o1-52 20.8 1.9 12,0

Source ¢ Hendbook of kducation & Allied Statistics (New Delhi, 1983)
p.130.

The pattern oi growth in the expenditure in the states is also of
the same kind. In some states like West Bengal the proportion of
state income (SDP) invested in -cducation remained more or less
constant during 19€0-61 to 1976~77 and it was 2.6%, the second lowest
among the major states in India. Remarkable increase can be noted ir
case of Orissa whéere the proportion has increased from 1.5% to 4.1%
and in Jammu & Kashmir where it has increased to the same level from
2.2%. 1t was only in Kerala and Himachal Pradesh wherein the
propertion has crosed 6%, a goal set by the Education Commission
(1966) for the country as a whole. In per capita terms, the increase
has been by about %3-5 times in most states. The exception is only
West Bengai where the increase has been less than 2.5 times.
kxpenditure per pural also increased remarkably in several states and
1t hag been the highest in Orissa, ¢.5% times increase, tollcowed by
six times increase in Kerala (Teble 3).
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The budget expenditure on education as a proportion of total
revenue budget, has not increased substantially even al the state
level, as v notice in Tdble 3, except in a few backward states like
Bihar (the growth has been from 18.9% in 1960-61 to 30.0% in 1982-83),
Crissa (from 12.8% to 23.6%) and Uttar Pradesh (from 14.5% to 20.6%).
This is essentially because of a very low base at which these backward
states started. In an egqually good number of states, in fact, the
proportion has declined. The most striking case is West Bengal where
a decline by 10% points can be noted. Cther states include Madhya
Pradesh, Maharashtra, Jammu & Kashmir and Gujarat.

These figures as they stand may provide a seemingly distorted
picture unless supported by one or two other related dimensions of
these expenditures. Firstly, inflation played havoc with education
systems, as Ccembs (1985: 144) rightly observed.



TABLE 3

Educational efforts by States in India

——

kducational Fducational Cost per pupil Pudget expen-
State expenditure expenditure per (Direct/Re- diture cn edu
as % of SDP Capita (Rs.) curring) (Rs.) as % of total
: (Rev.) budget
1960-61 1976-T77 1961-62 1975-76 1950-61 1976~77 1960-61 1982-8%
Andhrea
radesh 2.3 3.6 7.5 25 531 235 23.2 26.9
Assam 2.2 3.2 8.4 29 42.7 166 21.1 27.5
Bihar 2.3 3.1 5.2 17 32.9 15C 18.9 30.0
Gujerat 2.5 3.6 10.1 11 66.0 254 23.4 251
Heryana NA 2.5 NA 35 NA 234 NA 21.0
H.F. NA 6.2 NA 65 NA 312 NA 2%.0
J & K 2.2 4.1 8.4 40 55.4 232 16.3 14.8
Karnataka 2.6 3.6 9.0 35 46.7 187 21.2 255
Kerala 4.2 7.4 12.7 60 47.2 284 %6.0 36.1
M.P. 2.3 3.5 7.4 37 63.5 202 24..2 20.3
¥aharashtra 3.0 3.3 13.9 51 59.6 253 25.2 21.3
Orissa 1.9 4.1 4.5 26 28.9 189 12.8 23.6
Purjab 2.7 3.0 10.%" 60 64.8 261 20.6  27.3
Rz jasthan 2.4 3.5 Tl 29 65.2 275 24.5 26.9
Tamil Nadu 2.8 4.4 1.4 37 51.1 198 23.7% 26.4
Tripura NA 5.3 - 49 NA 245 - ~
U.P. 2.2 3.5 6.0 27 54.% 149 14.5 20.6
W. Bengal 2.6 2.6 10.6 25 60.2 170 37 2h.2
All India 2.5 2.2 8.8 35 53.7 211 22.5 24.3
* Includes Heryana
wource : Computed on the basis of Iducation in India and Budget Expenditure

on Fducation (Various voluues).
—p—— e

The figures given above are at current prices and the apparently
impressive picture gets belittled if they are converted into constant

rrices.

During this period the whole-sale price index increased frow

114 to 493 while the index of educational expenditure for 100 to &74.
In other werds, while the educational expenditure at current prices in



India registered a compourd rate of growth of 12.5%, in resl terms the
rate of growth is only 6.7%.2 The real grcwth in -educational
expenditure ;per’ head of the population has been only 4.5% and the same
per pupil k s been still less, 2.8% (Table 4). It may be noted that
the kducation Commission (1966) desired that total expenditure on
education should increase to Hs. 40364 million by 1985-86 in 1965-66
prices from about Rs. 6000 millicn in 1965-66, i.e., at an annual rate
of growth of 10%. A simple conversion of our figures into 1965-66
prices reveals that by 1979-80 we have reached the level of about Rs.
11700 million, at a deplorable pace of 3.4% per year. Similarly the
Commission desired that per capita expenditure on education should
increase from Rs. 12 in 1965-66 tc Rs. 54 in 1985-86 in 1965-66 prices
at an znnual rate cf growth of 7.7%; but we have reached the level of
Rs. 18 by 1979-80 in 1965-66 prices at a rate of growth of 2.1%. It
may be noted that in West Bengal the rate of growth in real terms is
as low as 1.4% compared to 9.1% at current prices. Secondly, even
though the educational expenditure as a propertion of GNP showed an
increase during this perod, this share is quite low when these figures
are compared with those of the other less developed countries. e.g.,
it is 4.9% on average in African countries and 5.1% on average in
Asian countries (Table 5). In some of developed countries like the
Netherlands and Sweden it is as the high as 9%-10%. Moreover, these
proportions at national level and also the proportiors in almost all
states, excepting Kerala, Himachal Pradesh and Tripura, are far below
the 6% norm specified by the Kothari Commission, and more importantly
adopted by the Government of India in the National Policy Resolution
ot Educatior (1968).



TABLE 4

Expenditure on education in India at current and constant
(1950-51) Prices

Total (Rs. in Millions) Per C(apita (Rs.) Per Pupil (Rs.)

———— — - s e

Year At Current At Constsnt  Current Constant Current Constant

Prices Prices Prices Frices Prices  Prices
1950-51 114 ' 114 3.2 32 35.6 25.6
1955-56 190 221 4.8 5.6 42.7 487
1960~61 344 297 7.9 6.8 53.7 46.%
1965-66 622 406 12.8 8.4 70.0 45.7
1970-71 1118 521 20.7 9.8 141.7 67.%
1975-76 2105 577 : 3447 9.5 2501 63.2
1979-80 3500 764 52.8 1.5 %68.5 80.4
Growth 12.5 6.7 10.2 4.5 8.4 2.8
Rate (%)

TABLE 5

Expenditure on education in the world

Expenditure on Education  Expenditure on Education

as % of GNP Per Capite (US$)

1970 1982 1970 1962
wWorld Total 5.4 5.8 57 181
ifrica 4.1 4.9 9 %9
America 6.2 6.4 152 424
Lsia 3.5 5.1 10 67
Burope
(including USSR) 5.2 5.6 92 298
Gceenia 4.% 5.8 103 490
Developed
Countries 5.7 6.2 137 455
Developing
Couritrics 3.3 4.3 7 40

-

Source: : Statistical Year Beok, 1984 (Unesco, Paris).
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It is not easy to explain the variations in the educational
etfcrts of various states. It is not necessarily true that a state or
nation inve. ;3 niore (of less) in education than others because it is
economically rich (or poor). 1n imct the available evidence does not
show any systematic pattern. Yor example, a state like Kerala which
1s ecoricuiically a poorer state invests as high as 7.4% of her-income
on education (1976~77) and Punjab which has the highest per capita
income invests about 5% of her state income, and Haryana the second
richest state 2.5%. Lven states like Rajasthan, Uttar Pradesh, Bihar,
Assam, Andhra Pradesh and Orissa whose per capita i1ncomes are about
half or less than half of that of Punjsb invest a higher proportion of
their incomes on education than Punjab. The co-efficient of rank
correlation between the two (for the 17 major states) is not only
small, but alsc more importantly negative : it is -0.2678. As Coombs
(1985:164) aptly concluues, "the priority a particular society
attaches to education in comparison to other public goods and
services 1s most strongly influenced by that society's cultural
background and traditions, its present goals and aspirations, and not
least of all, the nature of its political system and climate. With
other things being equali, scme societies, including some ¢f the
poorest will undoubtedly invest coasiderably more of their scarce
resources in education than other societies" (emphasis added).

2.2 Source of kducational ¥ inance

kaucation sector receives iinances from multiple  sources:
govermmental and non-governmental. This 1is essentially necessary
because of the very characteristics of education. In centrally
planned or socialist economies, eaucation is fully financed by the
state, as in these economies education is a social necessity and a
form of social investment. In purely competitive market economic
systems education is financed fully by the private sector. These are
extreme cases. On the other hand, in most economies, as most of them
(particularly most of the non-socialist economies) are mixed
economies, the public and private sectors necessarily coexist and fund
the education system together (Iilak% Varghese, 1985). As education
13 a public merit good and as market mechanism cannot succeed in
providing 1t due to (&) 'public goods', (b) consumer ignorance, (c)
technical economies of scale, (d) externalities in productionr and
consumptior end (e) inherent imperfecticns in the market (Blaug &
lace, 1983), state has to intervene and invest in education (West,
1965). Lesiass, =sducation besng ¢ lorg tern investmert, benefits from
which flow after a loug gestation perica, private sector may not be

[



ready tc make optimum investment in education, Hence, state's share in
Iunding education would be more than that of the private sector
varticularly in developing countries like India than in developed
countries (Lewin et al., 1982). In India the share ot the government
sector has increased to as hign as 85% of the total education
finances by 1980-81.

The various sources of finances for education in India can be
classified as follows: (a) governmental sector: (1) Central goverment,
(i1) State government, and (111) Local government/bodies (Zila
Parishads, Municipalities and Panchayatd, and (b) Private/non-
governmental sector: (i) Students/parents, e.g., fees, maintenance
costs, and (ii) rest of the community, e.g endowments and donations.

We dc¢ not have suftficiently reliable data at the macro level on
naintenance costs incurred by the students/parents, and hence niost
ahalyses of educational finances were confined to the rest of the cnes
given above and the aggregate is referred to as total educational
tinances. But to ignore these household costs is too costly for
equcationat plarnning in the long run (Tilak & Varghese, 19&3). o
briefly note, the maintenance expenditure, including fees met by
households, which can be called household investment in education has
1ncreased from Rs. 8960 miliion in 1970-71 tc Rs. 25680 miliior by
1902-83 at an annual rate of growth of Y.2% and quite interestingly in
real terms there is absolutely no increase between 1970-71 ana 1982-
8%, even though there are ups and downg 1n between. As a proportion
of GN¥ 1t has deciined from 2.5% to 2.1% during this reriod (Table b6),
ana as per capita in real terms it declined from Rs. 16.6 in 1970-71
to ks. 12.6 in 1982-83. These tigures, azlong with the tigures on
instituvional (public) investment further indicate that households
respond rnore promptly than public bodies to educational nesds
(schultz, 1981). The 1income elasticity of expenditure by the
nouseholds is much higner tnan that by the institutions (Tilak,
1985-b).

12



TABLE ©

Household expenditure on education in India

Totul | Per Ceprta (Rs.) Total as
(Re. in 10 millions) "% of GNP

At Current At 1S70-71 At Current At 1970-71

rrices Prices Prices Prices
1970-71 8% 896 16.6 16.6 2.5
72 492 930 17.9 16.8 2.5
5 10Y2 964 19.3 17.0 2.5
74 1280 1034 220 17.9 2.4
7S 1T 346 19.7 14.73 1.9
76 1253 &44 20.6 1%.9 1.9
77 1597 927 25.7 15.0 2.2
73 1515 866 23.9 13.7 2.4
79 1523 740 2%.5 12.2 2.2
80 1712 812 25.8 12.2 2.%
1 1926 817 28.4 12.0 2.1
82 2163 &43 31.2 12.1 , 2.1
1982-83  2%68 896 36,2 12.6 2.1
kate of .
Growth % 9.2 - Zero 6.7 ~2.4

source : Based on Naticnal Accounts Statistics 1970-71 to 1979-80 and
1970=71 tu 1982-83% (New Delhi, Central Statistical
Organisstion)

Cf the total educational finances, excluding the hcusehold
expenditure, the share of the central and state governents has
increasea from 57% at the inception of planning in the country to 80%
by 1980-81. The share of every other sector deciined. In the fedaeral
system with decentralised planning, iocal governments like 7 ila
Parishads, ranchayats, etc., being the micro units of planning have a
significant rcle to play in the development of education but the
financial share orf the local bodies in the total educational finances
declined from 10.9% to 5.0% during the same period. I ees used to
contribute to 20% to 30% of the total inccme of the education sector
during the pre-independence period. But it tco declined to 12% in
1980-81 trom avout 20% in 1950-51. In earlier days no eiaborate

13



organisation for educational finances existed in India. Faucation was
largely funded oy individuals and religious organisations in the form
of' voluntary contributions like donations and endowments. kven at the
beginning of the present century such contraibuticns used to account
for about 1/4 ot the educational bill (Misra, 1962). But by 1950-51
the figures came down to 11.6% and within three decades it became
almwost insigniticant, touching as low & figure as % (Table 7).

The steep increase in the role of the government and relative
tall ot all other sources in financing education in the independent
India are not totally un-understandable. Infact, it is in conformity
with the general "law of ever-state increasing activity" working in
several countries of the world. Yurther, specifically in India,
equcational facilities availaple in the pre-independence period were
insignificant. Independence had created an abncrmal increase in the
social demand for education and the government has to share the
responsibility in a big way. Secondly, building a new socio-economic
gystem after the ena of the colonial rule required large scale
manpower with varied skills. So the government could not but expand
2qucational investment. Thirdly, government poiicy towards eguality
in education led tc the growth in educationazl expenditures, cince it
nvolves huge subsidies to students particularly belonging to weaker
sections (Tilak, 1980-a). Thus it seems that public expenditure on
education has incressed in India during the post independence period
to meet the social demana for efficiency and for egquity.
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FABLE NO.7
Source—wise contribution of resources to education in India

£ v

( Percent)

1350-51 1960~61 1970~71 1980-81
Goverrment Sector
Contral and State
Governments 571 68.0 75.6 80.0
focal, Governments
(z z1a Parishads,
Municipalities,
Panchayats) 0.5 6.5 5.7 5.0
Private Sector
tees 20.4 1.2 12.8 12.0
Indownents ete. 11.6 8.% 5.9 3.0
Total 100.00 100.00 100.00 100.00 N
(1140) (3444) (1118%3) (46875)"

Note : * Estimate; ( ) Rs. in nillions
source : Education in India Vol. 1 (Various Years); and
Pla aing Commission for 196.-81.

Itils to be noted that the contributions of all the sources in
absolute terms increased almost at the same rate of growth of around
1C%, but the relative shares of non-governmental sources significantly
declined (Tilak, 1980-a). This is because with respect to all the
above aspects the private sector could not keep up with the pace
required even though there has been a positive rate of growth in their
contributions, and as such the government has to take the major
responsibility.

Arong the maior shates ir India we tind only 3 states where the
relative share of the government to total educational finances
declinea during 1960-61 to 1976-77 (Table 8). In Uttar Pradesh the
sharc of the government sector came down tc 50% by 1976-77 from 59% in
19500-61, v Gujarat, from &A% 10 71k and in Rajusthan from &4% to 82%.
in ail other states, there has been a signiticant increase in the
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share ot the government. It is noteworthy that 30% of the educational
bill i1n Uttar Pradesh is met by the local bodies, while vhe share ol
the local bodies is practically nil in several other g ates. In every
other state the share of the local bodies and alsc of Tees and other
sources showed steep decline.

TARIE &
kducational finances by sources in India, 1960-61 and 197€-77
{percent)
States Govt. Local Fees  Ofther YTotal
Bodies
Andhra
Pradesh A 65 14 1% 7 100 {(257)
B 87 1 6 5 160 (1551)
Assan A 76 Negl. 18 € 1CO (90)
B 85 1 10 4 100 (481)
Binar A 71 2 19 & 100 (226)
B &1 - 9 10 100G (1405)
(fujarat A 8o 7 20 7 100 {190)
B 71 ie 11 6 100 (1529)
M.P. A 82 4 8 6 100 (202)
B &8 Negl. i 5 100 (1:08)
Tamil hadu A 64 12 13 i1 100 (318)
B 80 6 6 s o0 (1859)
Meharssntra A 61 9 21 9 100 (489)
B 69 15 11 5 0 (2697)
Karnataka A 72 % i 12 1co  Q(7)
B 79 Negl. 6 15 100 {1164)
Orissa A 76 3 Y 12 e U75)
B 86 4 5 b 00 (689)
Punjab A 70 Negi. 19 10 100 (188)
B 31 - 13 6 100 (918)
kajasthan A 84 Negl. 9 & 160 (127)
B &2 4 7 7 100 (95%)
Uttar Pradesh A 59 7 23 i 100 (397)
B 50 30 i 6 100 (2799)
West Bengal A 62 % 2 7 100 (%41)
B 70 5 15 5 100 (1601)
All Inais A 68 7 17 S 150 (344%)
B 75 10 1C 5 0C {2%10%)
Note @ () Rs. 1n Millions: A: 1960-61; B: 1970=77
wource : kducatioon in India 1960-61 and 1976-77.




While it may require a detailed investigation into the role of
local bodies in education in Uttar Pradesh, it is felt that the figure
30% reflects more ar accounting procedure, rather than the actual role
of local bodies in financing education. Rather it is observed that
30% 1ncludes lsrge amounts of resources transferred by the state
government to local bodies. The rescurces genersated actually by the
local bodiesg (from non-governmental -— centre and state -- sources)
nay be very small. All this is indicative of the system of flow of
regsources in the state, from the state to local bodies, rather than of
the erforts of the locasl bodies in mobilising resources for cducaticn.

While government funded education can be welcomed as it provides
egual access tc education for all, such a pattern of financing
education as serious imyplications. The contribution of fee being
rather insignificant at almost all levels of education and the
government footting the educational bill almost totally, education in
India turned out to be relatively 'free' for all, if we ignore the
private maintenance cost and the opportunity cost. Further, education
system caters to the needs of relatively better-off families and this
is particularly more true at increasing levels of education. Then it
is obvicus that educational expenditure, like the major part (90%) of
goverment expenditure, is financed from indirect taxes which are paid
mainly by the poor majority. 1In such a context, educatior system
becomes highly regressive tranferring the resources from the poor to
the rich. Hence, there is need for changing the pattern of financing
education.

It is now being reilised that the government's capability in
funding education has reached a saturation point relatively, and at
the same time private sources cannct be reckoned as major reliable
sources. All this suggests the need for a search for non-traditional
sources of finances for education.

2.5 MAllocation of Resources to education

Despite such a rapid growth in the resources allocated to
education in general and that made by government in particular, it is
increasingly argued thst the resources are not only inadequate but
also that the pattern of allocation ¢f resources has been creating
rore problems than solving them. What is the pattern of allocation of
resourcas®



Government resources flow into the educational sector in India in
the form of (a) plan resources and (b) non-plan resources. Flan
resources are invested in the further development oI education
including marginal expansion of the system such as consiructicii vl ucw
buildings, recruitment of new teachers, facilities for new onrolment,
expenditure on inncvations, etc. and non-plan expenditure donotes
maintenance expenditure incurrea on the existing educational
infrastructure. - Small plen outlays get translated into nuge nor~plan
outlays at the end of each plan. While the plan exnenciture sets the
direction for future development, non-plan expendicure maintains the
existing structure. The non-plan expenditure constitutes more than
4/5 of the total expenditure and it has incressed at a rate of growth
of 14.8% per annum during 1950-51 tc 1980-8! (Table 9). In zonstrast,
the plan expenditure forms a small percent, about 15%. However, the
rate of growth is 11.5% per year. It is obvious that if we converti
these figures inte constant prices, the absolute figures end ihe rate
of growth wouid be reduced significently, even through their relative
position remains the same,

2.3.1 Plan Expenditure

Plan expenditure on education in India has showr a rapid rise
since the inception of planning in the country. Tre aLzolute
provision of outlays for education multipiied more than 16 times gince
the first five year plan. The first plan invested Rs. 1230 nillion
on education. This fijure rose to ks. 2730 million in the secend five
year plan, to Rs. 5890 million in t. e third plan, tc i.3. 7360 »ill4ion
in the fourth plan, to Rs. 9120 million outlay in the fifih plan,
to Rs. 2524 million in the sixth five year plan and to as nigh as Rs.

6383 million in the draft seventh five year plon (1985 0C) . s, it
seems that increasingly larger resources are oeing a’located for

education (Table 10). But when we look at the problem in real prices,
expenditure on education declined from the third five year plan
onwards up to the fifth five year plan.3 The expenditure on education
in the fourth five year plan was less than 4/5 ¢f the expenciture in
the third plan and the expenditure in the fifth plan wss about 3/4 of
the expenditure in the fourth plan. It is only in the sixin plan this
trend was reversed and the expenditure in the sixth plan (expenditure
in the first four years ard ocutlay for the final year) is likely tc be
about double the expenditure in the fifth plan and is slightly above
the expenditure in the third plan in real terms; and the outiay in the
seventh vlan is about 1.8 times the outlay in the sixth pler.



TABIE 9
Pl”n and non-~plan expenditure on education in India

(Rs. in 10 millions)

Plan Nonn~-Plan Total
Expenditure fixpenditure

1950-51 20 (28) 51 (72) 71 (100)
1960-61 90 (38) 144 (62) 234 (100)
1965-66 178 (41) 259 (59)) 437 (100)
1970-T1 115 (14) 731 (86) 846 (100)
1973-74 225 (17) 1086 (83) 1311 (100)
197778 324 (14) 1991 (86) 2315 (100)
1978-79 413 (16) 2245 (84) 2658 (100)
1980-81 520 (14) %226 (86) 3746 (100)
Rate of

Growth 4 .5 14.8 15.0

Source : J.B.G. Tilak (1984) 'Centre-state relations in financing
education in India', Occasional Paper No. 5 (NIEPA, New
Delhi)



TABLE 10

Expenditure on education in the five year plans
(ks in 10 millions)

In Current at constant % of total

Prices (1970-71) Prices Plan outlay
Firset Five Year Flan 15% 304 7.86
Jecond Iive Year Plan 27% 526 5.83
Third Five Year Plan 589 966 6.87
Fourth Five Year Plan 786 _ 764 517
Fifth YFive Year Plan 912 585 327
Sixth Five Year Plan 2835* 10477 2.59
Seventh ¥ive Year Piant 6383 1804 3.55

Note * Includes'actual' expenditure fcr the first 5 years,
'revised'expenditure for 1983-84, and outiayfor 1984-85.
+ Outlay (draft)

The share of educational sector in the total plan expenditure has
been consistently declining 7.86% in the first plan, 5.8%% in the
second plan, 6.87% in the third plan, 5.0%4 in the fourth and 3.2% ir
the fifth plan. The proportion is as low as 2.6% in the sixth Plan.
It is being proposed only now to reverse this trend in the seventh
plan. Thus, not only has the relative importance given to education in
the plan expenditure gradually declined, but also the relative share
of education in any Five Year Plan has been the lowest, despite the
hymns sung in praise of educaticn in every plan document (Tilak,
1977). The closest figure is 5.7% allocated to transport and
communications in the sixth five year plan. All the major sectors
received more than 5 times the allccation made to the education
sector.

It would be very interesting and useful to understand the
mechanism (1 there is any) of allocating resources for education in
the plans. Ideally, resosurces are allocated for any sector,
including education, either on the basis of investment effectiveness
(s2y the rate of return consideration) or on the basis of manpower
requirements or on the basis of nationzl commitment to education. Cur
comnitment to education has been expressed in clear terms at several
viaces, gtarting from the constituticr and the Five Year Plans ¢
severzl official pronouncements (Tilak, 1977). In scme advanced



capitalist countries resource allocaticn in education might be based
on social demand criterion or rate of return: and in planned ecornomies
on the basis of manpower planning. A gquick review of Indian
experience reveals that no scientific criterion is being strictly
adhered to in the country (Tilak, 1980 ~ b, & 1983) nor our explicit
commitwent and plannec efforts wetch. For instance, the approach td
the fifth five year plan based on the recommendations of the working
group on aducation, proposed an outlay of Rs. 32000 million for
education for the five year plan. The Draft plan fixed the allocation
at Rs. 17,260 million (54% of the Approach proposal). In the final
vlan document the allocation was reduced to Rs. 12,850 millicn (40% of
the approech proposel and 75% of the draft proposal) and the actual
expenditure on education during the four years of the Plan (1974-78)
was of the ordesr of Rs. 9120 million. Even if we assume that the
arinual expenditure in the fifth year of the Plan, if allowed, would
have been #s. 223 miiiion, one fourth of Ks. 9120 million, the total
plan expenditure on education would have been 36% of the approach
proposal, 66% of the draft proposal and 8% of the plan allocation. A
bunch ot important question that arises in thig context needs to be
thoroughly investigated. Some of these questions are : (i) what is
the actual mechanism or allocation of plan resources for education?
(ii) what is the rationale behind such a drastic cut in the outlays
rarticularly when inflationary trends are on? Does such a reduction
in monetary outiays not result in more than visualised reduction in
real resources? and (iii) lastly, what projects are dropped on scaled
down arnd in which parts of the country. No plan document provides
answers to =ny of these gquestions. Similarly in the sixth five year
plan, the Piannirng Commigsion approved an outlay of ks. 25240 million
(Rs. 7350 million in the dentral sector and Rs. 178350 million in the
state secvor), while tne Ministry of Fducation proposed Rs. 36020
million (Fs 891C million in the central sector and Bs. 27110 million
in state sector). The working group on education, however,
recommended Rs. 18%50 nillion in the state sector. Similarly in the
draft seventh plan, as againt the recommendation of the Working Group
for Rs. 154400 million Rs. 63830 million, i.e., about two - Tifths are
alloceted. Tt is cbvious that if any scientific criteria formed the
basis for initial allocation, a cut in the allocation would not be
posgible iater, except when physical targets are also reduced.

Thus 1t is clear that resources allocated for education in five
year plans are mere crude figures, if not magic numbers. It is
further necesszry to note that, as the outlays are geemingly rot based
on any cousy caiculations and projections, they are inadeguate for the
targets iaid down in the Plan. TFor instance, let us see the sixth
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five year plan. The plan alliocated Rs. 9050 million for early
childhood and elementary education. The same plan aims at enrolling
additionally 18 million children in primary and middle classes on
full-time bagis by the end of the rlan. Assuming a 'smocth expansion'
over the plan period, it would not be far ¢ff the mark to estimate
that Ks. 7900 million wculd be required merely to meet this target cf
full-tvime enrolment at the same pathetic standard of facilities as af
present. {(The total educational expenditure on elementary education
i 1979-80 frem Central and State budgets was Rs. 1251C million. The
total enrolment in these classes during the same period was 90
million. The annual cost per pupil works out to Rs. 14%5). It is
important to note that the plan does not suggest any alternative
strategies of reducing cost per pupil, nor does it compromise on
physical targets. Thus we are left with Rs. 1150 million for five
years tor early childhood education, to meet the needs of quality
improvement, additioral incentives, non-recurring facilities, etc.,
for 100 million children in primary and niddle classes, i.e., Rs. 2.13
per child per annum. A teacher wiih 40 children can spend Rs. 85 &
year to improve buildings and to do sll those great things that our
educationists want the teachers to Jdo. It is rightly concluded that
"1t seems obvious that the various strategies proposed in the Sixth
Plan would be starved of funds, unless gualitative targets are
lowered, perhaps through phasing, through delays, or through poor
implementation. This is possibly what happens in plan after plaxn, in
reality and in practice, if not in official figures of enrolment. 3But
as this necessary compromise occurs at the operational or
implementation stage rather than at the design stage, 1t can hardly be
expected to add to morale or to efficiency or to contribute to sound
planning. It is clear that the problems of financial resources must
be faced squarely as the most urgent problem in education”
{Veeraraghavan, 1982).

In the same context, another point is to be noted. That ig with
regard to the year-wise allocation of resources in the plan
allocation of the five year plan ocutlay between the five years of the
plan period. In ideal conditions, one expects that about one-fifth of
the five year plan outlay will be allocated for each year of the plen.
But in genersl, during the first two years disproportionately small
amounts are allocated and in the last one or two years
aigpropertionatey larger amounts are allocated resulting in temporal
imbalances of allocation of resources during the five year plan
period. For example, in the first year of the sixth plan 12% of the
tctal educational cxpenditure of the plan was spent: in the second
year 15% and in the third year 19%. It is only in the fourth year 24%
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of the total was spent, and in the final year of the plan, as the
deficits of the earlier years are to be covered, as high as 30% was
allocated. Even in earlier five year plans the bulk was spent during
the d1ast t+0 years of each plan preriod. For instance, in the first
plan period 21% of the vlan expenditure was spent in the last year.
The corresponding propertion was 3% in the second plan and 30% in the
third plan. In contrast, in the first year 13% was spent during the
firgt plen, as low as 9% in the second plan, and about 12% in the
third plan. "The expenditure on plan schemes gained momentum towards
the end of each plan” (Pandit, 1976: 11).

Basically, why the total five year plan outlay is not equally
allocated in the five years?” One possible explianation is as follows:
if the allocation in the heginning year of the plan is less, i.e.,
disproportionately less development activities are initiated, their
correspondirg uwaintenice costs which are anyhow called plan
expenditure until the end of the five year plan would be less. On the
other hand, when large chunks are allocated in the fourth or fifth
year of the plan period, their maintenance costs would not be felt,
because by the end of the plan the whole expenditure becomes non-pla:
expenditure. The whole mechanism throws light on one important
aspect: the year-wise allocations veing an increasing function of
time, the net development expenditure in the five year plan would be
of & higher order, rather than in the case when the total allocation
is equally distributed. e.g., in the sixth plan, the net development
expenditure, gross-minus maintenance expenditure (cross shaded are in
Figure 6) amount to Rs. 8386 million. (This is however more true, if
we assume aat total plan expend_sure is on items like additional
teachers, maintenance expenditure in a year on whom would be
eguivalent to the »plar expenditure in the preceding year> On the
other hand, if the total outlay was equally distributed, such
development expenditure would have heen only Rs. 5671 million.
However if more cor less one-fifth of the total outley was allocated in
the first year itself, %he development schemes on which it was spent
would be firmly put on the ground within the plan period itself and
their convinuity would be more assured. Secondly large scale
allocation at the end of the rlan period may also not allow proper
utilisation or under-utilisation of plan outlays.

We note the game from Table~11. Many a time the actual
experditure in a five year plan turns out to be much less than the
allocation made in the beginning of the plan. Except in the third
Five ye2ar plan expenditure hed always baen less than the vutlay
zllccated. The difference was abcut 10% in the first five year plan



and was of the same order in the fifth plan after adjusting the total
cutlay for a four year period. Another excepticn may be the sixth
five year plan. All this is guite surprising, particularly when it is
argued that the plan outlays themselves are inadequate for the
education system. This may partly be due to the pattern of time
phasing of the plan outlays, discussed zbove. Mishra (1985) also makes
a similar point with respect %o the several stages in the preparation
of the educational budgets: "a common tendency o f}budget makers in
respect of education general ... has been over the years tc under
estimate in the beginning of the year, over estimate during the middle
of the year and end up actual expenditure less than the revised
estimate.” All this basically reflects the inzsequancies in the
planning machinery, in translating the five year plans into annual
plans and in executing them.

TABLE 11
Outlay for and expenditure on education in the five year plans

(Rs. in 10 Millions)

Plan Outlay Expenditure Column  Column (4)
(3)- ( as % of (2)
1 2 o] 4 5
Firgt Five Year Plan 170 153 17 10.0
(7.2) (7.9)
Second Five Yezr Plan 277 273 4 1.4
(6.2) (5.8)
Third Five Year FPlan 560 589 -29 5.2
(7.5) (£.3)
Fourth Five Year Plan 822 786 36 4.4
(5.2) (5.0)
Fifth Five Year Plan 1284 230 554 27.6
(3.3) (3.2)
Sixth Five Year Plan 2524 2835 -311 -12.3
(2.6) (2.6)

Note : () % total plan outlay/expenditure

Source : A Handbook of Fducation and Allied Statistics and Fconomic
Survey 1984-~85.
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2.%.2 Non-Plan Expenditure

A1l t is presents a partial ricture becsuse education budgets are
largely mainfenance budgets, plan expenditure forming a small part of
the total expenditure on education and the one that forms a large
chunk, i.e., the non-plan expenditure is excluded from disscussion
until now. ,

The distribution between the plan and and non-plar expenditure is
found to be sound in principle; but in practice it is found to be
creating several problems, essentially ‘tecause of their inadequate
Gefinitions. For example, how to distinguish between a nrew building
for a new school and a new building for an o0ld school?  Should the
latter be treated as plan expenditure? The existing practice does.
The result is provision of even any minimum facility to an existing
under-poverished school is never treated as a committed expenditure,
and as a 'commitment'. For instance, eventhouzh the Bighth Finance
Commission was convinced of the argument and gave awards for
conslruction of buildings fer the existing un-poverished primary
schools, the Planning Commission termed it as?;an expenditure, and
included it in the outLay for the seventh five year plan. In fact all
resources, inclnding resemrees for expansion, needed to meinfain the
same enrolment ratios, involving rise in enrolments, in the schocls
-should be treated as a commitment or nen-plan expenditure. Such an
approach would be more meaningful and helpful particularly in the
context of universalisation ot education. Resources required for
increasing the enrolment ratio may be treated as development/plan
resources (NIEPA, 1983).

Let us examine the trends in tre distribution of pian and
non-plan outlays between the union government and the states. During
the first three five year pian pericds the share of the Central
Government in the total plan outlay for the educaticn has been of the
order of 25%. During the fourth and the fifth plan periods this
figure increased to one-third. In the sixth plan the shsre of the

central government was reduced to 30% (Table 12). After  the
educational sector was brought into 'concurrent' list from the 'state'
list, one expects that the share of the central sovernment would
increase in the educstional outlays. The marginal decline in the
share of the central government in the sixth Tive year plan (which is
incidently the first five year plan of the Congrass goiernmert sfter
the Consticuiionzl amendment) belies such expectations. The earlier
criticism that there was only physical (or non-financial) concurrency



in educetion and that there was no real financial concurrency perhaps
still holds good (Tilak, 1984). The Draft Seventh Plan attempts at
correcting this anamoly. Fven when we consider the plan and non-plan
expenditure, we note not an altogétner difierent picture.
Contribution of the state governments far exceeds that of the central
government at any time during the post-independence period. Until the
third plan, the share of the central government had been on & rapid
increase, from 6.8% in the first plan to 17.5% in the second plan and
to nearly one-fifth, i.e., to 2C.1% in the third plan. On the basis
of tnis limited evidence only, Pandit (1976:7) concluded that "the
burden of financing has been shifting to higher tiers of government.
In fact, the management of educaticnal finance has become a
signiticant function of the central government". But the lattsr
developments proved that this was not true. From the fourth five year
plan onwards, the contribution of the central governmrent has been less
than 10%, the remaining 90% being the states' contribution (Table 13).

Lesources also flow frow governmwent in two Torms - in the revenue
account of the budget and in the capital account. While in the
revenue budget the share of education sector is reascnably large, in
the capital budget the share of education is infinitismally small, the
net result being pushing down the share of education in the total
budget. But most analyses are confined to revenue budget only cnd
give the impression that larger allocations are being made for
education in the budgets. For instance, it is generally argued that
nearly a quarter of the budget goes for education. This is true with
respect to only revenue accounts of state budgets. If we take into
account central and state budgets, both revenue and capital accounts,
the totel budget resources available for education form just 8.8%.
Further, we also notice that while in the central budget the share of
education sector is only 1.8% it is nearly 18% in the budgets of the
states and unicn territories (Tatle 14; see z2lso Takle 2).



PARLE 12

Confrlbutlon of centre and the states to educational finance
in Indld.(%) (rlan expenditurs)

——— - - -

Plan Central State Total
Governmont  Governuent

First Five Year Plan 26 74 100 (15%)
Scecond Five Yoar Plah 25 75 100 (273)
Third ¥Five Year Plan 26 74 100 (589)
Fourth Five Year Plan 5% 67 100 (82%)
Firth Five Yesr Plan 30 68 100 (1235)
Sixth Five Year Plan 29 71 100 (2524)
Seventh Wive Year Flan' 37 6% 100 (6383)
Note: Figures in ( ) are Rs. in 10 million.

Source : Five Year Plans (Various volumes)

TABLE 1%
Centre-state partnership in financing education
(Plan and non-plan expenditure)

(Per cont)

——— - -

Period Centrel Stete Tote]
Government Government

First Five Year Plan 6.8 93.2 100 {(4146)

Second Five Yesr Plan 17.5 2.5 100 (8496)

Third Five Yezr Plan 20.1 79.9 100 (16554)
Fourth Five Yesr Plan 8.0 92.0 100 (56430)

Fifth Five Year Plan’ 8.5 91.5 100 (89385)

197677 9.0 91.0 100 (23488)
1977-78 5.6 91.4 100 (27191)
197879 9.% 90.7 100 (29597)
Note 3 * Onwards Reveanos Account only

¥* 4 Year period, i.e. upto 1977-78
Figures in { ) are Rs. in miliion.

source @ JW.L.GTilak (1984) @ “Centre-siate relations in financing
education in Indie, NIKPA Occasionnl Paper No. 5 (New Dolhi).
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TABLE 14

Budgeted expenditure on education by education and
other departments, 1982-83%

Fxpenditure % of total Budget
(Rs. in 10 million)

Centre

Revenue 558.0 2.4
Capital 0.1 C.0
Ioans and advances 3.0 0.0
Total - 561.1 1.5

State & Union Territories

Kevenue v 5178.3 24.7
Capital ' 45.4 1.1
Lozns and advences 6.3 0.2
Total 5230.0 18.0
Total

Revenue 57%6.73 13.0
Capital 7 45.6 0.5
Ioans end advences 9.3 0.1
Totsl 5791 .1 - 8.8

Source @ Analysis of budgeted expenditure on education 1982-83 te
1984-85, (New Delhi, Minisiry of Education, 19850 p-4

It may also be noted that the centre's pattern of allocation of
resources to the states either through the Planning Commission or
through the Finance Commision has not been taking into account the
educational needs or economic capabilities of the states. This is
clear when we glance through the statc-wise zpproved outlays for
¢ducation in the five year plans, or the awards of the Finznce
Commissions on the one hand, and educational development (or under
development) of sach stete end state income on the other. It is found
that in either casc¢ the allocations are highly random and adhoc in
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nature (Tilak, 1984 daefeat ng the very purposw of central
intervention in flﬁ&n@lnv education. An importent objective of
central intervention irn Iinances it, aftersll, cent e~state equality
in educat. onal efforts, the 1z ser iadicated by expenditure on
educaticn per capita or per pupll. Tne centre has to distribute the
resources out of the coliective pocl, essentizlly keeping in view of
the i1nterests of the bpackwerd states, so thet we move towards overall
equality in education develovmert. This is, afterasll, a basic
principle ot rinancing in a federal frameworxk.

2.4 Intra-tectoral Allocaticn of Resources

Until now we are confined to the allocation of resources to
education =s & whole. Intra-sectoral allocation of resources within
education, i.e., between different levels of education 1is as important
as the one discussed until now. Of the three principles of allocation
of resources to education generally discussed, viz., manpower
requirements criterion, rate of return, and the princigpie of social
aemand, 1t 18 widely felt that rate of return criterion is a useful
tooL particularly in the context of intra~sectoral resource
allocation. 'the sbundant researach that is available on this aspect
clearly indicates that returns %o lower levels of education are higher
than to nigher ievels of education suggesting allccation of more
recources tor lower levels of education. Yew policy planners in India
ana 1n many countries of the vorld paid due attention to rate of
return estimates (Tilak, 1982). There is also abundant research to
support the invesgtment in lower levels of education contributes more
to income distribuvion and reductiorn in poverty, ‘vesides to economic
growth, compared to 1nfestne““ in higher levels of education. When
all these are overlocked, orie atleast expects commitment towards
social objectives. put we have not been serious even with respect to
our ovjectives enshrined in the Constitution iike universalisation of
elementary education within 10 years. One expects a priori that
resource allocation policy to be guided either by scientific raticnal
criteria like rates of return, or by the social cbjectives.

An analysis of intra~sectoral allocation of resources in India
during the plan pericd shows a lopsided emphasis on different layers
ot education. A clear cut snift in the priorities is quite obvious
from the figures in Table 15. 1In the first pian, 56% of tne total
pian resources to education were allocate to elementary sducaticn, 13%
to secondary, 9% to university educaticn and 13% to techrical
esucavion. lhe allccation tc elementary education came  down
drastically in the subsequent vlans, to %5% in the second plan, to 34%



in the third plan and to 30% in the fourth plan. Then it has
increased to 35% in the fifth plan and to 36% in the sixth five year
plan and then tends to decline to 29% in the Seventh Plan. The
figure reached a lower limit of 17% in the annual plar of 1966-67. At
tl:e same time expenditure on other levels, excepting technical
education, shows and increment. In the first plan only 13% of the
total educational cxpenditure was meant for secondary education and by
second plan it increased to 19% where as that for university level
increased trom less than 1/10 to about 1/4 in the fourth and fifth
plans and then reduced to about 1/5 in the sixth five year plan.
Technical education slso suffered with a dimunition in allocation from
21% in the third to 11% in the Sixth Five Year Plan. Fven in the
tirst plan the allocation was marginally higher, 13%%.



TABLE 15

Intra-sectoral resource allocation in education
in India in the five year plans

(Rs. in millions)

Expenditure Cutlay
Educational First Second Third Plan TFourth Fifth Sixth Seventh
level plan rlan plan holiday plan plan plan Plan®
Elementery” 85 95 201 75 230 317 906 18%0
(56) (35) (34)  (24) (30) (35)  (%6) (29)
Secondary .20 51 103 53 140 156 308
(13)  (19) (18)  (16) (18) (7). (16)
University 14 43 87 7 195 205 486
(9) (8) (15)  (24) (25)  (22)  (19)
Other Ceneral™ 14 30 73 v 37 106 127 457
(9  (10) (12) (1) (14)  (14)  (18)
Total general 133 224 464 241 680 205 2247

(27)  (82) (79) (750  (87)  (88) (83)

Pechnical 20 49 125 81 106 107 278 682
(13) (18) (21)  (25) (13) (12)  (11) (1)

Grand Total 153 7% 589 322 786 912 2524 6383
(100)  (100) (100) (100)  (100)  (100) (100) (100)

% to total plen
outlay 7.86 5.83 6.87 4.86 5.04  3.27  2.59 3.55

Note : * includes pre-school education
** includes teacher education, social education (youth —
services) cultural programmes etc.
+ Dratt
. Bresk-up is not available

Source : A Handbook of Educaticn and ailies Siatistics ard Draft
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We can divide the plan period into three phases depending on the
pattern of allocation of resources to education viz., Phase I: 1951-
56: Phase II: 1956-69 and Phase III: 1969 and after (Tilak &
Varghese, 198%). Phase I witnessed a substantial part, nearly 3/5, of
the total plan educational resources, being allotted to elementary
educatvion, i.e., high priority was given to elementary education snd a
low priority to higher and technical education. Phase I1 showed a
drastic decline of rescurces allocatved to primary and & doubling or
trepvling of resources allocated for university education. In fact, the
expenditure on higher education reached a proportion of 24% by 1967-
68, while the corresponding figures for elementary education showed a
decline from 56% in first plan to 17% in 1966-67. Phage 111, i.e.,
period after 1969 showed a slight reversal of these trends. The
proportion ot elementary education snowed an increasing trend and that
of university and technical education showed a gradual decline.

The resources to secondary education showea that after an initial
Jump frem 13% to 19% between tre tirst and the second plans it got
relatively stabliced. However, 1t is to be noted that though phase II
showed marginal improvements so far as elementary education is
concerned, it has yet to g0 a lcong way t0 reach the proportion that it
obtainea in the rirst plan. As it has been shown elsewhere (Tilak &
Varghese, 1983%), had the pattern cf intra-sectoral allocation of
resources in education sector adopted in the first five year plan
continued, universalisation oI e.ementary equcation would have been an
easy task, 1f not already accomplisned by now.

All this may present a partial picture because non-ylan
expenditure 1s also equally impcrtant. But the trends in total, plan
plus nor~plan, expenditure are also the same. The share of primary
education in the total 'direct' educational expenditure, plan and
non-plan combined together, elso showed similar steep decline. It
declined from 40% in 1950-51 to 25% in 1975-76. At the same time the
share of higher-eaucation showed a phencmenal increase from 20% in
1950-51 toc 30% in 1975-76 (Table 16). Further, if we consider the
rate ot growth ot direct expendicture on difterent levels, it again
tells us the same story. The rate of growth of expenditure was higher
at the higher levels of education and lower at lower levels. Lor
instance, the compound rate oi growthi of direct expenditure on primary
education between 1950-51 tc 1575-76 is only 10.5% where as that of
nigher education for the same period was 14.5% .
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Such a pattern of intra~sectoral sllocation of Tesources  is
unexplainable. ‘wnile one gshould not want to under-vslue - the
contriouvions of fiigher education (sec Schultz, 1981. 40-56), one has
te see the iole problen in the cortext of 'the most conspicious
tapivre o1 the lndian  education systen' | with  regard  to
universalisation of elementary education (Kurrien, 1983:1). It is
bigtr e to realise that "any developing country that continues to
give priority te higher education has far less chance of achieving
universal primary education by the end of this country then if it puts
a cap on higher education expenditures' (Coombs, 1985:160).

TABLE 16
Trends in intra-sectoral resource (total) allocation
in education in India
(Rs. in millions)

Direct expenditure on

Year : Total indirect Grand
Primary Miadle secondary School Higher Total Expenditure Total
Profi

1950-51 366 77 251 60 164 921 232 1,153
(40) (8 (25) (1) (20) {100)

1955-56 540 154 376 81 293 1148 449 1,897
37y (1) (26) (6)  (20) (100}

1960-61 640 429 685 146 565 2573 870 3,444
(5 Q1) (27) (6)  (22) (100)

1965-66 12,3 810 1504 105 1241 4677 1192 5,853
(e6)  (13)  (32) (2)  (27) (100)

1970-71  2%05 1770y 2700 128 2709 9611 1572 11,183
(25)  (18)  (28) (1) (28) (100)

1975-T6  4463% 5410 4636 206 5410 17925 2122 21,047
(5) (19 (25) (1) (30) (100)

1976=77" 5467 4121 6051 210 60%% 2188% 1220 25,103
{(25) (19) (28) (1) (28) (100)

Annual Com-

ound

Growth 1.0 16.5 13.4 4.9 4.3 13.0 6.6 12.2

Note : * includes proressicnal, technical, vocational and special
types.
+ Cols. 2 to 7 : recurring expenditures; Col. 8 : non-
recurring expenditure
source :  kducation in India {Various years)
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I1 1s necessary to note that while public expenditure per pupil
on every level of education increased by several times during the last
25 years, the 'real' expenditure per pupil on all levels of education,
excepting primary, declined during the same period. While the real
expenditure per pupil increased msarginally during shert phases, over
tne long period, i.e., 1950-51 to 1975-76, this has declined
suggesting that we are increasingly spending less and less amount of
resources per pupll on education at middle, secondary and nigher
levels. nwven at the primary level of education the growth has not
been high. Tre annual rate of growth was 1.1%. At secondary level
the rate ot growth was -0.1%, in general coliesges -1.5% and in
professicnal colleges it was —=2.4% (Table 17). Thus we notice that
the e¢tfect of price intlation affectea adversely the higher education
mere significantly than any other level i.e., the real expenditure per
pupil declined more at higher levels of education and within higher
level it is the professional education which suffered most.
Nevertheless, it should be noted that in absolute terms the
expendsvure per pupil, both at ccnstant and current prices, is much ’
nigner at higher levels of education than at lower levels of education
at any point of time and the expenditure per pupil at higher
professional level has been two-three times higher than that at higher
general level. (see Figure 8)
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TABLE 17

Cost oi education per pupil in India at
current and constant prices

(Rs. per Annum)

Year Prinary Middle Seconaary Universities Colleges Colleges
& Institut— (General) (Profess-
1one of higher 10n2i)
education

A. At current prices .

195051 19.9 371 72.9 1905.6 251.0 179.2
1960-61 2.6 40.5 91.7 2524.2 302.4 81%.4
1670-171 57.0 84.9 165.4 4141 .2 421 .6 1179.0
197576 95.9 114.2 25141 5993.0 5125 1539.0
Growth

rate (%) 6.5 4.6 5.2 4.7 2.5 2.8
B. At constant (1950-51) prices

195C-51 19.9 371 2.9 1905.0 251 .2 779.2
1960-61 23.5 24.9 9.1 21776 .0 26U T 701.2
1970-71 2.0 40.3 80.0 1967 .1 200.2 560.0
167576 26.% 31.4 T0.7 1645.6 157.2 422 .8
Growth

rate (%) 1.1 .7 0.1 -0.% -1.5 —Z4

Source @ based on Education in India (Various Voluues).
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When we loock at state wige figures on inter-level distribution of
resources within education (Table 18), we note that in no state the
allocation for primary education exceeds 30% of the total direct
expenditure on education in 1975-76, except in Orissa where it is 35%.
In Gujarat it is as low as B.6%. In contrast, the share of higher
education 1s more than one-tourth in many states, and 30% in
Karnataka. In several states, including backward states like Jammu &
kashmir and West Bengal and in Karnatska and Maharashtra, in fact, the
share of higher education exceeds that of primary education.

It 1s to be noted that not only the pattern of allocation of
resources discriminated ggainst lower levels of education, but also
that the lower levels of education suffered more whenever the
resources ware to be axed. For example, let us look at the varying
1mpact of the difference between the draft and plan proposals on
various levels ot education in the fifth five year plan. The Plan
cutlay on elementary education was reduced by 45% of the Draft
proposal, while that of university education was cut by 13% only and
technical education by 5%. Further the approach suggested allocating
5U% of the total educational resources to elementary education and the
Drart suggested the figure to be 43%, while the final plan expenditure
turned cut to be 35%. Un the other hand, the corresponding figures
for university education were 13% in the approach 20% in the Draft,
23% in the plan and 22% was actual expenditure (Table 19).

Why does the policy of resource gliocation discriminate lower
levels of education and favour higher levels of educaticn, eventhougn
1% 18 increasingly asserted that the benefits of lower Jevels of
ecducation accrue to the masses and those of the higher levels to the
elite (Bowles, 1971), that investment in ‘lower levels of educaticn
contributes more tc¢ reducing poverty and inequality than that in
higher educetion (Ficias, 1980; and Tilak, 1985-a) and that reurns to
investment in lower levels of education sre higher than to higher
evels of education (Tilak, 1980~c). Perhaps the explanation is
simple. The policy makers are obviously biased in favour those levels
of education that benefit their own clags of people. The gquestion
that guides the policy mekers in general is: "Wwhat levels of schoolirg
are more particularly 'cruciai' and which less?" (Carnoy et al, 1982).
While political influence on education cennot be done away with when
the education systems are almost totslly funded by the goverument,
the question shoula focus on "what type of political pressure and
pcliticisation is benign and what is not..... whether education
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purposes are subsured by the politicel system, cor whether political
system, or whether rolitics beccomes a mearns for strengthening.or
redefining educational goals" (Rudolph & FKudolph, 1972:95).

TABLE 18

Intra~-secioral distribution of rescurces in education

(1975-76)
(Per cent)

State Frimary Middle Elemen~ Secon~ Higher Total Total Grand

tary dary Direct Indirect Total
Andhira
Fradesh 2343 i1.0 40.4 28.7 25.7  94.5 5.1 100
Agsam 30.3 17247 43.0 21.7 21.9 87.0 13.0 100
Bihar 27.7 10.73 47.G 15.8 “8.4 87.0 13.0 100
Gujarat 8.6 2%.0 41.6 23.7 20.5 85.5 14.5 100
Haryana 18.2 9.5 27.8 %6.6 25.0 89.% 10.7 100
Himachal
Pradesh 17.9 22.4 40.2 32.9 18.7 9.7 8.3 100
Jammu & .
Kashmir 1%.6 1€.5 2.2 22.4 20.0 T4.6 25.4 100
Kerala 21.3% 20.1 41.5 B2 4 18.0  91.7 8.3 100
Karnatvaks, 13,9 271 41.0 14.8 20.2  86.2 13.8 100
Madhya .
Pradesh 22.0 10.7 53,5 13.8 13,7 607 3%0.4 100
Maharashtra  14.C 5.2 29.1 26.8 22.6 88.5 11.5 100
Orissa 5.4 1%, 49.2 18,9 18.6  86.9 13,1 100
Punjal 15.1 9.0 . 244 281 28.1 84.% 16.0 100
Rajasthan 22.9 2%.5 46.4 2505 21.3 93,5 6.5 100
Tamil Nadu  26.C 15.8 42.4  27.2 21.5  90.9 9.1 100
Tripura, 23.C 10.1 3G .1 33.%3 1.5  8%.9 10.1 100
Uttar
Pragesh 257 2.6 342 25.0 20.0  79.%5  20.7 100
West Bengal 26.7 3.7 20.4 27.

28.9 g7.5 12.5 100

Source : J.B.G. Tilak & N.V. Varghese (195%) "Resources for education
in India", NiEPA Cccasional paper No. 2 {New Delhi).
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Table 1G

Cuteing Resource for Fducation in the Fifth Five Year Plan
(1974-1979)
' (frs. in 10 millions)

Prerosed  Cullay Actual
------------------------------ Ixpenditure
Approack  Dratt Plan (1974-78)
Document

Elementary Education 1600 74% 410 317
(50) (43) (32) (35)
Secondary Education 600 241 250 156
(19) - (14) (19) (18)
University Kducation 400 237 292 )205
(13) (20) (23) (22)
Others 400 201 140 127
(13) (14) (10) (14)
Total General . 3000 1562 1092 805
' (94) (91) (85) (83)
Technical 200 164 156 107
(6) (9) (12) (12)
Grand Total 2200 - 1726 1285 912
(100) {100) (100) (100)

Source : J.B.G. Tilak (1983), "On Aliocating Plan Resurces to
¥ducation, Margin, 17/3 {October) p. 101.

in fact for an equilibrium growth in educational development, any
economy should start with investing a large part of the educational
rescurces  in elementary education and a small part in higher
education and as develonrent takes place, the former proportion can be
gradually redvced, and the latter gradually increased. For example,
Japan invested £4% of its educational budget on 6 years of elementary
education in 1835 and a meagre 8% on highker education. By 1960 the
latter figure could increase only upto 13% and the former was reduced
to half, 42%, the rest about 45% having been spent on secondary



acuestion (Bducation Commission, 1966:864). On the ot ther tand in
india we started with ailocating a neagre propertion, 40%, of the
onal expendlture to primary educstvion in 1050-51, and within

two and =

. b lf decades it wag reduced turther, tc 25%: in contrast,the
char= of hig )

from cne-fifth to more than one-
ion suggested tha t ai least two-third of
the botal sro*7F he invested irn schoci education ani about one-third
on nrghar educs tkol. As the exper rience reveals, this however, is not
adeyuate. At isast 5/4 of thé educational budget should have been
invested 1a %;cmerﬁar5 euauadlon, 4nG this should be the strategy at
least for the rear Tuture, if we are serious with objectives like
miversalisstion of elementary educstion (Tilek and Varghese, 1987).
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Now let us burn o intra—sectoral allocation by sources. It is
clear from Teble 14 that out of the central budget less than 2% is
spant on educetion, h.ls v the states' budgzet 18% is spent for the
same ‘n 1982-55. A cereful analyeis leads us to nctice that a large
vart of the cosl per pupil is uwet by state governments, whether it is
recurring costs or non-~recurring costs. While at every level of
~dnealiorn the contribvution of state goverrments is the highest, it
declines by increasing levels of education (Table 20). In other
verds, while for primary clucation the state government's share is
three-fourth of the {oiel, Jor higher education it is about half. The
share of cenirsl government is less at lower levels of education, than
a7 hizher levels of education. That is, the central government feels
lege responsible for lower levels of education *han for higher

edun2tion Wnlle it is in conformity with the role of central
governmer'c s agsigned by the Corstitution (as on before the 42nd
anendment) with resnect o education, it is unfortunatée that central
governmwent should n t have been made responsible for the
Constituticnal Directive of universalisation of elementary education,

wnich iz indeed stesrved of funds.

forther, contributicns of local bedies is reiatively higher
underssanda bLy’&u lower levels cof education than at higher levels.
ez, o nerevcluntary contribution of students is about 20% of the
tetal recurring coste at higher level of education, and even at
secondary «eneial level it is reasonably high. It is necessary to note
that the endowsents ard donations congtitute a significant part of the
non—reourrlng costs. Ini1976-77, one-fourth of the non-recurring
costs were met from endowments and donations. It irss high as 42% at
econdary gereral level, 28% at middie and 22% at higher level. Tle
theory »f endowaesnts ond dorations in education (Panchamukhi, 1977)
eagily sxplains why they are concentrated on non-recurring items,



Temporal comparisions, however, reveal that the respective relative
shares of local bodies, endowments and donaticns and that of fee in
total educational expenditure declined rapidly at every level, and
Vcorrespondingly the relative share of the government has been rapidly

increasing.

TABLE 20

Institutional costs of education by sources

in India 1976-77
Central State Univer- Iocal Fees Endow- Total
Govt. Govt. sities Dbodies ments

Recurring
Primary 0.6 75.8 - 20.7 1.6 1.3 100 (5467)
Middle 0.6 79.7 - 141 3.3 2.2 100 (4121)
Seccndary(G) 1.2 79.1 - 1.5 14.2 3.9 100 (6051)
Secondary(V) 1.9  84.3 1.0 1.0 1.0 7.7 100 (210)
Higher 15.8  51.6 3.8 1.4  19.6 7.6 100 (60%33)
Total 4.9 70.9 1.1 8.6 10.4 4.0 100 (21883)
Non-recurring
Primary 6.5  70.1 - 15.0 - 8.4 100 (107)
middle 3.7 63.3 - 5.5 - 27.5 100 (109)
Secondary(G) 4.2 50.2 - 3.3 - 42.3 100 (239)
Secondary(V) 7.7 61.5 - - - 30.8 100 (13)
Higher 37.9 3.0 2.5 2.8 - 21.8 100 (752)
Total 25.2 4%.9 1.6 4.1 - 25.2 100 (1220)
Total
Primary 0.7  75.7 . 20.6 1.6 1.4 100 (5574)
Middle 0.7 79.3 . 1%.9 3.2 2.9 100 (423C)
Secondary (&) 1.4 76.4 . 1.6 13.6 5.4 100 (6290)
Secondary(V) 2.2 82.6 0.9 1.3 4.0 9.0 100 (224)
Higher 18.3 49.8 3.6 1.5 17.5 9.3 100 (6785)
Total ' 6.0 69.4 1.1 8.4 9.9 5.2 100 (23103)
Note : Secondary (V) includes vocational, technical, professional

and other types; and Secondary (&) includes  general

education ’

. : Negligible
-3 Nil
( ) ¢ Rupees in millions

Source : lkducation in India 1976-77, Vol. II.
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However, it ls to be rveit eratea that even with respect to
providing eiementary ecucation, whlc is & Consfitufional ooligation,
the govern. ants, central and st tes cogether, donct take full
responsibility. 25% of the recurrlng 2out, and. about the same
proportion o1 non-recu. ring costs were xct by the non-governmental
sources. The “era¢n1q€‘:b%,of the ¢ s*s, mat v the government, 1is,
however, hardly adequate to provide any meaningful level of
educational facilities. For eXample, as per'tbe ‘curth all-India
educational survey, 0.2 million hacitations or nearly one-fifth of all
habitations of more than 300 persons have no school of their own. 40%
of %he ex;stlng schools have nc jucca buildings, another 40% have no
black boards, 0% have no facilities ror drinking water. Cne-third of
total number oi 1rimary schools are single teacher schools. Hence it
may be desiranle to make it obligatory on the part of the government
to take comyplete responsibility of providing good quality elementary
education throughout the country. 'The government should not be
allowed to transfer this responsgibility to others. All thie also
reveals that the scope for bebtter utilisation of the existing school
faclities is very much limited. At best certain uneconomic/non-viable
schools cen ve merged with nearby viable schools; and on the basis of
average attendance of children tescher-yupil ratica may be re-worked
out.These measures may resuvlt in saving some sizeable resources. On
the basis of some rore economy measures, Adicheshiah (1975) feels.
that about 25% or the education budget carn be ssaved which otherwise
goes wasta.

n

2.5 Costs ot Fducatio:s:

de nave already roted in Tebls 17 that the costs of education
have increased significant iy only in current orices and the real
increase has been negative except at primary level of sducation. This
apparert reductiun in costs is due, it should be noted, not to any
improvement in educaticnal technology., cut due to more rapid increase
in enrolwonts relative to total rescurces for education. Resources
are being thinly spread. Such a reduction in costs is not desirsnls.
Crnly real reduction in costs that is due to better technologies of
educavional production can be welccmed. '

Ast no systematic methods have beeri used elaborately tc estimete
non-recurring cost per vupil, we do not have relisble estimates of
recurrin costte. [ we i,nors the nor-recurring costs, srd confine %o
recurting costs, we notice that (Tables 22 and 23%) hisher education is
not as costld as is generally feared. Whiles the cost per pupil is
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the highest in research institutions, institutions of national
importance and institutions deemed to be universities, the same in the
normal universities is about Rs. 5000 in 1976-77; degree level
education on average costs and about Rs. 1000 per pupil and
undergraduate education slightly higher Rs. 13%6. Among the different
faculties at degree (and above) level, cost per pupil was the highest
in public health, followed by business management and veternary
science. While the cost per student in arts, science and comnerce
disciplines is only Rs. 720, it ranges in between Rs. 3000 and Es.
5000 in several other professional courses.

Now let us look at few other dimensions of unit costs of
education. Unit costs can provide valuable elements for studying the
allocation of educational resources. A comparison of unit cost of

TABLE 21

Institutional costs of education per pupil in India
by levels, 1976-=77

(Rs.)

Recurring costs  Non-recurring Totel instituticnal

costs costs
Primary’ 110.36 (98) 2.24 (2) 112.60 (100)
Middle 161.79 (97) 5.28 (3) 167.08 (100)
Secondary(G)+ %09.08 (96) 12.18 (4) 321.25 (100)
Secondaiy(V)H 224.49 (95) 11.22 (5) 23%6.73 (100)
Higher 1386.48 (89) 163.17 (1) 1549.65 (100)
Total 219.09 (95) 12,03 (5) 231.11 (100)

Note : Figures in ( ) are percentages to total institutional costs
of education.
** : includes, general, professional and others.
* includes pre-primary.
b gereral education.
++ : 1includes vccational, professional, technical and other
Types.

Source : Fducation in India, 1976~77, Vol. I & II.
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TABLE 22

Institutional costs of education per pupil by
objects in India, 1976-T77

Rs. % to Percentage to the

Total total recurring/

Cost ion-recurring cost
Recurring
Salaries of teaching staft 165.34 71.6 75.5
Salaries of non-teaching staff 21.97 9.5 10.C
Maintenance of buildings 2.46 1.0 1.1
Maintenance of equipment
and furniture 1.82 C.8 0.8
Apparatus, chemicals etc. %3.06 1.3 1.4
Libraties 1.09 C.5 0.5
Stipends, fee concessions ete.” 6.26 2.7 2.9
Games & sports 1.30 0.6 0.6
Hestels 1.30 C.6 0.6
Other items 14.43 6.2 6.6
Total recurring cost 219.04 94.8 100.0
Non-recurring
Libraries 0.93 0.4 7.7
Buildings 5.17 2.2 43.0
Eyuipment 1.94 0.9 16.2
Furniture C.88 0.4 7.3
Other items %.09 1.3 25.8
Total nori~recurring 12.02 5.2 100.0
TOTAL 231.06 100.0

T

Note * : includes scholarships and cther financial concessions.

Source : ¥ducation in india in 1976-77.

elementary cducation and those at higher education reveals the extent
of misallecaetion of rescurces (Tilak 1985-b). Unit costs (direct) at
university level per student in India wore more than 60 times those at

4%



primary level in 1975-76. (uite contrary oo gers=ral opinion, direct

cenis o1 general education are only © times thé costs ¢f primary
level; and ever. the costs of vrofessicnal collegs education were just
To times h. her; and quite interesiunsiy there 1s & drup in relative
costs per student in university and nigher education overtime. I or
exampie in 1950-51 the ratic  of unit cost of university education to
primary education wzs 95.7 anu 1t was reduced to 62.5 by 19575-7¢€.
More details are given in Table 21. ihis fall in relative spending
er student is due, according to Feacharopoulos (1980) to economies of
scale. 7The relatively lower spending per student has enabled, as
Carnoy et al (1982:549) noted, the country to expanc university
eaucaticn relatively rapidly. It is tc¢ be noted hcwever that as &
rercentage of total expenditure on equcation, the share of higher
education has increased overtime.

Then, objective-wise classification of unit costs reveals that
teachers' salary cost amcunts to more than 70% of the total costs and
costs of the non-teaching staff amount to sbout 10% (Table 22). Next
to salaries of the teaching and non-teaching stary, the major item is
tinancial concession to students, which constitutes about 67 ot the
total costs. If we anaiyse by levels of education, we notice that at
primary level teachers salary costs amount to 9%% of tne total cost,
salaries of non-teachers to 1.9% and vuildinges to 1.1%. The
corresponding figures for middle level of education are 88.3%, 3.5.0
and 1.3% respectively; and sc¢ on. Thus, one may conclude that
teachers' cost increases as a proportion of the total cost, as one
goes aown tre educational ladder. Another importsznt thing to be ncted
1s that costs on fixed capital such as buildings increase with
increase in levels of education. That meny vrimary schools are run in
open space, kachha puildings, inadequate roomg egte., is a clear
indication of the same. '



TARLE 23

Recurring & Non-recurring Cost Per Pupil (Rs.)

in Higher Fducation in Irdia 1976-T7

Recurring

e P e e oy b e B

Yon-recurring Total

Universities :
Institutions deemed to be Universities
Institutions of national importance
Research Institutions

Degree & Above

Arts, Science & Commerce

Agriculture & Yorestry

Business marsgement

kducation

Enginecring, Technology & Architecture
Journalism

law N

Medicine

Fharmacy

Public Health

Music & Firne Arts

Oricriital Studies

Priysieal ¥lneation

Vet. Science

Others

Total

Below Degice (Diploma/CorLificato)
Arts, Science & Commerce

Agriculture and Forestry

Bducation

Engineer}ng, Technology & Architccture
Medicine

Pharmacy

Public Health

Music and Fine Arts

Oriental Studies

Physical Kducation

Others:

Total

Degree & Below Degree

4952
10856
21638
30106

720
4209
20625
18%1

3307

82
256
4658
2540
36953
1089
275
5204
10361
3774

305

255
1890
1337
1610

823
1459
2132

448

175

854
174
1336

100.6

1001
1701
3208
8957

44
422
8330
107
393
30
5¢6C
745
560
49
20
589
5198
802
86

4
80
40

134
409
101

—

7
756
90
9%
88

6084

12557
24945
29063

764
4301
29753
1978
3700
82
285
5219
3285
521
11738
295
5793
15558
4576
1051

257
1970
1377
1714
1332
1260
2132

455

175
1610
1833
1432
1094

Note: : * Excluding Dentistry, Public Health, Nursing and Pharmacy.

Source s fducation in Indiz Vol. I & IT, 1976-77.




TABLE 24

Cost ratios in education in India

Universities/ Colleges (Genl.)/ Colleges (Profl.)/

Primary Primary Primary
1950-51 9B.7 1.6 39.2
1960-61 91.4 11.0 29.5
1975~76 62.5 6.0 16.1

Source : Based on Table 15.

Thus, an analysis of institutioral costs of education revesls
clearly that non recurring costs constitute a very small percentage of
the total instituttional costs of education. It constitutes less then
5% at school level and about 11% at the higher educational level. In
other words, formation of fixed capital in education such as buildings
takes place at a very slow pace. This is clearly understandable as we
very often find not only schools, but also colleges and even
universities with no basic infrastructure facilities like buildings,
furniture and equipment.

Thus the present pattern of spending does not corntribute much to
physical capital formation. Further an analysis of the expenditure at
the university level reveals that only about half, or even less than
half cf the revenue budget is spent on academic services, and the
residual on general administration and auxiliary services

f?admanabhan, 1984 and alsoc Tilak, 1985-c). A large part of the
residual is indeed municipal expenditure (Raza et al 1984). In other
words, what we call expenditure cn education consists of a large part
of expenditure on non-educational items in which case the 'net'
expenditure on education is indeed much less than what we have noted
until now.



bR Summary and Conclusions

What follows is a gick review of what has gone before and what does it
call for. E 1cation systems iike all modern organisations run on
money. We need more resources for education - both for schools and
colleges. The additioral resources are required for the follcwing
reasons : rise in enrolments, backlog of needed construction, need to
expand the system (particularly for universalissation of elementary
education and adult literacy), for diversification of the systems
(e.g. vocationalisation), for maintenance, if not improvement in the
quality of education, and to combat the rise in prices. Withcut
adequate regources, the education edifice collapses. Fducation system
in India suffers irom gross inadeguacy of rescurces to such an extent
that a large number c¢f schools sre run in open space, the children
sutferring from heat, cold and rain. Even most basic requiremente
like black boerds, chalks etc., are highly inadequately provided. A
large yproyportion of primary schools are single teacher schools. This
pitiable situation is not confined to school syster only. Several
~olleges and even some universities suffer from similar problems of
under/inadequate provision of resources. When planning was launched
in India as high as 7.9% of the plan cutlay was spent on education in
the first five year plan. Ever since the proportion has been
consistently derlining. Had atlensl Lhe same proportion contimed to
be allocated in the following five year plane, the education situation
to-day would have been much dafferent from what it is. The back log
accuriulated over the years with respect to several aspects of the
inirastructure, viz., schoel buildings, furniture, equipment, etec.,
and teacher. in almost every level of educaticn is so high that
rerhiaps the problem cannot sltogether be solved within a few years.

mssentially constrained ©y the resources, many educational plans
and reforms failed miserably. The Constitutional Directive of
universalisation of elementary education -~ including, in its true
spirit, universal enrolment, universal retention, universal provision
of facilities and universal quality in education -~ which was to be
achieved two and a half decades earlier still eludes. It is feared
that it can not be realised even by the turn of the century. FEven
after three and a half decades of planning, two thirds of the
population are illiterate. It does not , however, mean that the other
one-third are educated. A majority of them are mere literates. The
weaker sections still lag far behind the general population in
education. The long proposed curriculum reforms in secondary
education including vocatjoralisaticn programmes could not progress
noticeahly. The measures to establish match between higher education
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and employment could not even take off. Ail these under achievements,
1f not failures, are not totally due to inadeguacy of rescurcas; but
the 1nadequacy oi rescurces did hinder the growth. After all, money
1s not a sufficient condition for development, but it is a necessary
cendition without whicn the system can not meaningfully exist.

In this paper we have made & quick review of our achievements and
failures with respect fo finsncing education and the broad pattern of
financing. A thorough anzlysis would have required a liengthier
treatment; here we have only scratched the surface in order to get =
general idea of what we might have found, have we gone more
intensively and extensiveiy. In this last section, let us Tirst
briefly recapituate the main points that emerge from the preceding
analysis before we make a few suggestions in the concluding part of
this paper.

3.1 Summary

While at present the public expenditure on education constitutes
about 3.6% of GNP (a remarkable increase from 1.2% in 1950-51), it is
much less than what it should be ~ 6% as recommended by the Kothari
Commission, and also less than the corresvonding figure relating to
several developing and developed countries. Further, the targets laid
down by the Education Commission with respect to levels of
expenditure, both in absclute terms and in per capita terms, look to
be beyond our reach in the near future.

While there is a 15 fola increase in the plan outlay for
education in current prices, the increase is just three fold in
constant priceg or in the real terms. Moreover the plan cutlay in
real terms indeed went on declining from the third to the fcurth end
from the fourth to the fifth five year plans. Becides, as s
proportion of total plan expenditure, expenditure on education
declined from 7.9% in the first five year plan to 2.6% in the sixth
five year plan. In view of this long term consistent trend, ore may
even doubt whether the draft proposal of the seventh plan of 3.5%
would at all materialise. It is alsc noted that the sllocation of
resources to education is made rather arbitrarily in an adhoc manrier.
Hence it is possible to drasticzlly reduce the plan rescurces at
variois steges of planning without correspondingly reducing the
rphysiczl targets. In the same context it is alsc found that plan
schemes get momentum only at the end of the tive year plan period.



Third, whale the srare oi the govearnment {excludine locel
governments) in the tetal expendifure on educstiion ircressed from 57%

in 1950-51 to &% 1n 1980-~831, the share ¢f every other sector declinsd
: the shsre of local bcdl'“ declined fror 120.9% in 1950-51 to S% in

i
1980-81 that of fees declinsd from 20% to 12% and the ghare of
endowments and dconations irox 1.6 to 3%.  The nousehold expenditure

on educaticn is also not an eXC#ptiOﬂ, decplte the fact that per
capita income has increased signiiicantly. As & proportion ¢f GNP the
house hold expenditure deciined from 2.5% in 1970-71 to 2.1% in 1982-
52 and during the same perica heousehold expenditure con education per
capita declined from Rs. 16.6 to Ks. 12.6 in.real terms.

It may algc be ncted that the centribution of the central
government tc the total governrent expenditure on education has had
een on a rapid decline. Tt was 6.8% in the first five year plan,
increasad to 20% in the third five yeer plan, and ever gince it has
never cressed 10%.  ihis is true even during the post-42nd  amendment
period, when education wag brought into the concurrent list. 1In other
words, the role ot ihe state gOVLrnJ~ in financing education has
increased significantly.

The cost per pupil in education 1n India hes incressed by nearly
5 times, from Es. 35.64 in 1850-51 to As. 176 73 by 197¢~77 at an
annual rate of growth of 6.4%. As & percertsge of per capita GNP the
same has also registered en irpressive arowth from 7.64% no  14.8%
during the same period. But when we take noce of increase in  rnrices,
ws note that the growth has not at @1l been impressive; intsct, it is
negavive at all levels exceprt =t the primery level. A% primary level
of education there had teen 1.1% rate cf growth per arnum in real
expenditure, and the rate of growth is negative in all other cases
the decline is pearly 10% at the university level erd as high as 404
at the professional ccllece level.
Thie takes us tc the intra-secteral aliocation ¢t resources. Out
01 the total rplan outiay for educsticn, 56% was allocated for
elementary education ir the iirst five year plan, 13% Tor secondary
ecucation and 2% to university educaiion. Since then the srare of
slementary education declined, finslly, %0 2% in the drait seventn

‘ive year plan and tbat of university education increasesd to 19% by
b

iy

the end of the sixth plan.  ¥ven the cuts made on the pian allocation
during the planning process affecied the lower levels ¢f educztion
more geverely than higner levelis ¢i edueation. One may say that this
18 with respecs Lo only ylsn expenciture. But even when we consider
the total cxpo“dlYu*L, plan pive nor-plzn (non-plan expenditure



constitutes more than tour-farths of total expenditure), the tren

aoes not show any sagriticent ceviation. Oui of the total direct
expendaiture on education 40% was speniy on primary educatvion in 1950~
51, 8% on middle schools, zb% on zeconuaary schools, 7% on
rrotfessiconal, vocztional and technicsl schools ana 0% Cn_higher
education. An analysis or intra-secserzl) allocatior in 197576
reveals thal the shere of pramery education declined steeply to 255,
ana that of higher education increased 1o Ok. Further, expenditure
on nighner educaton increasea at @ fester rate of growtn than on
primary educztior. All this suggests The, there 1s & clear bias in
allecaton of resources in ¥avour of higher levels of education and
agolnst lower levels of education. In the same context, it is also to
be notea that a la Ze part of the expenditure cr education 1s incurred
on salaries oI the teachers. Mcere than (0% of the cost per pupil
torns of salary cost of the teachers, anc the cost of physical capital
’forramion like on buifdings constitutes a meggre 2%; 1n the capatal
account cf the budgets, central as well as states, the share of
gaucation 1s negligible, 1 not nil. trurtier, at higher levels of
cducation a large part or the cost 1s i1ncurred on non-ecucational
Ltewms, whicn can be called "wunicipal' expenditure like construction
o1 roaus, health, sanitaticn, etc. ’

Anotrer imporvant aspet to be taken note of iz with respect to
public expenditure on educalion ana dispariticg, inter-regional as
well as inter-indiviaual. 7The public expenditure on education per
Pupli varies very widely between qiii-ient statés. ror exémpie, it
was Ke. 102 in Uttar Pradesn iv 1976-77, while it was Rs. 336 in
Hinecpal Pradesh. Public expenditure on education per heac of the
population varies between He. i in Biher =nd Ks. 76 in Nagaland.
oimllarly inter—grouy ana inter-incividual variations in public
expenaitures on education have teen founu to be gquite significant,
producing unequal etfects such as unequal distribution of eaucaticn
and incomes.

.2 Towards improvement

Tne preceding guick diagnostic review of the tinancial aspects of
the equcation situation 1n tre country leads one to meke a number of
suggestions. ke describe some of vher belew. Some o1 the suggestions
given here do nct necesarily tollow Irom the preceding enalysis.

At the very ouftsel, we should nove the neeq ior persyective
(tong=term) plan for educaticn i the country. Until now no such glan
1s actempted, because 11 & plan is wade, siter all money has alsce to



pe provided 1o, Lte A ccunlry whict has acoevted the principle cf
vlanned cevelopment cannci aiford To nave no perspective nlar for
educatics unless the country vants to fraat educaticn gtill as a
margingi issue' (Naik, 1979).  Atszence oI a iong tern cilan in

education 18 perhaps one oi the KHiN wources of iils of the systemn.

Wwith regard to the rescurces, the présend projections indicate
thai the resource poslticn of the educanicn 9gCiir ray not
smaificantly improve: infect, it meg substantislly ceveriorste in the
V- et ws well as developins couniries, incluaing Indla. Zut uhere
1S BVETy ..gson that such a Lrerd snoula pe checkea in general, snt in
deesoping o miries including India in particudcr. If we truly

Jieve that 1. » . ) ; - e
Lelicve That 'v., jyeire of tne netion depends on curclass rocms',
theie

,‘ 1S 00 alVeIfe iva by b0 provide more Tesources ror equcation.
<0 eXTent 10 wricn we .. jperesse  expenditure on educstion without
81IeCting OVheT Lrioritices will, of course, depend on the socio-
pelitical condivions (World bBask, 1usi:j0).

brom the internstionsl stanqards, wnd more impartantly irom the
POLL 01 View 0f bale minlrun educaticnzl needs of toe country the
propesolen of publiic expenditure on education to GNP i ladla needs to
be ruised to at leasT 0% and that chovid he meintsined for & long time
W ocome.  n iact, lz'quaiiuative mprovenents have toc be made in the
cQuCatict Systerm, aiong Wisn hilgl
neeq nuch higher proporiion of

fates o1 retention, the sveton 08y

Aliocation Of resources to edicsiion should be based upon cernain
well~defined meaningrul vhysical Noros, aad rational oriteria. Lt
shouid be noted bﬁab & b in the budget for educsticn resulis in
under achievewnent of the physical targets set tor the education
sector.  Atlocaticn ol rescurces to the educaticn sector must not be
determinea by the residusl availlablie sfter cotner so-called ‘mriority’
needs ol the economy bhave been metl, Lut must depecd upon ohe needs of
the education sector for mairtzining tne fastest long-tern rate of
&rowtn of the economy.

when geverai sectors of the educstion system still Surfer from
lnzdequacies of several kinds ¢f rescurces, = declining prog
the educstion cutlay or Gue totel plan outlay needs to
-
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-
=
Y
=

Wulle 1n a very long~run vorlod such o provortion nesd n
be on an incrsasing trend, £lven tne existing conditions, tnere is
neet o tne proporiion to be incressing ot least in the near iuture.
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tn tacwu, lue concepis oOF 'olan' ond Taon~pian’  exgenditur
vaould be mors meapningfuily ceiinsa. roovision ol all necegsery
inputs to even the exiéting scneols ghould be trea*ad a5 o conmitment.
It weuid be vetter if we treatl ail reésources required ic maintain the
salie enrcikent ratics in schools ae committuwent/non~plan expernditure.

1o will be ageinst the gnirit oi tre Comnstituticrn 1o allow
iemeJtary ievel or education to surier Irom lnadequsacy ©f rescurces.
ar as Lundlng elementacy gaucetion ana liverscy [TOETommes are

oncerned, 11 shcuia be viswed in the Iramework oi the Constitutional

Directives.  hkduciticral pianners ang gtherg tend to argue ior raising
iocal/comnunity resources fer chese levels of aducatiicn. (n tho other
nand, the centTe and sisLe governmente should take the compliete
responsibrlities of *=zding these lsvels of educaticon and dependence
ol Other sources ror tnese levels of sduceiion would Le ggairst the
gprrat ot tpe Constitution and would be av varisree with the emphasis
luid upon the egalitztion character of the Constitution.  TFor
sefecuarding demogracy and “LIBHﬁUf@Hng the founaations cf the
mntegrated nstien, 1t 18 necessary not to comprowise with the
Jrequiremsnts of these basic needs. 1 at all eny resources are to be
raiseq, the effori: should be corcentrated con cther gectors of
educatict, several of which Lave & direct reliationship wath organised
sector. Yurtner by not providing wiegquate resources 1or wiémentary
cducataon and liveracy progranrse, sectors cormecitea witk the masgs
living in rural areas get negivcieu. oubsiay Lo Lechnical and higher
Llevels o1 educebion 15 giterail, an indirect subsiay for organised
gzCtor. ielfe btilele 18 €Very resson o0 reduce tne subsidy at these
ievels. As about &H% °f the public cexpenaiturs on education is
tinanced by INdirect taxes which are paid relatively in lsrge
proportiicon by aasses, there 1s ne justitficacion foer public
subsidisation oi higher -educaticn, w@bs ulgher education caters to the
ngegs of tne retstively betver off sections of the society. Prom the
way 1t 18 finuncea, 1t 1e clear that hignher education emphaises the
principie "to-nim=that-nali-shall-pe given". It is only legitimate
vhat nass education tnat covers elementary educatior, ncn-iormal
equcation, adult education etc., shoulce be provided with sufiicient
rescurces.  In tact, & drastic reallocstion of resources in favour of
rasSe education ls an urgent need.

C""'L\(D
-

dust as agricultural eaucation 1s the Lespod sibility of the
Binistry of Agra tiorn that of the Mainistry c¢f
Heaith, oll ner grofesgronal, vocational and technical types of
educaviosn uncuia pe runded by ipdustrigl and otuer Miniciries and
public zii pravate gector organisations. In taciy, every department

lcuiture, health scucs



shouie take 1nto account the eaucaiior and training reéguirements 1or
1t acvivities and make provision Ior it. (onstruction of school
burtaings under the Nationai Rural bmployment Programme 1is an
mteresting exanple 1n this context.) kurtker,'ii we say 5 major
secters like inaustry, and energy reduce their share in the total plan
outlay by say.i®» and allocate 1t to eaucation, the chare of education
becomes 1% - S ©t toe total plan outlay, ‘s proportion eguivaient to
that in the first plan. Alternatively all the public and private
sector crganisations who erpioy educated manpower may be reguired to
ray Ior education in the forn of = tax.

besides, otner budgetary sources ghould also be tagpped.
Baucation cess snouid be tixed at a level that gernerates more
regources. kven a small cess or an education levy on non-essential
commodites or services like rail/air-tickets may generate substantial
ameunt of rescurces for education: and since it can be as small as say
5 parse per rail ticket or a rupee per air ticket, etc, it will not be
felt as a burden bV the commuters. Aliternatively, say a 5% cess on
1tems like imports as in Pakistun nay generate sizeable resources for
education. [n some Latin Americen countries lie (hile, lotteries are
run and bonas are ficated to generate supplementary rescurces for
education. The eaucational vouchers being used in countries like USA
and UK can be viewd as yet ancther saditional resource.

A discriminatcry fee structure, particularly in higher educatiorn,
based on the economic background ot the students would result in
&reater mobilisation of resources, besides naking the education system
less regressive 1n nature.

Jerious efrortg should be initieted to encourage individuals and
organisations through tax incentives awnd other measures to make large
endowments and acnations to the education sector. Institution of
a National Baucation Promotion Fund on the lines of the Socially
Useful Development Fund for compulsory education in Yugoslavia may be
worth attempting. In the same context, crie method often aiscussed is
increasing the role of private sector, 'or privatisation of educatior.
The examples of Philippines and other countries provide a case for it.
Buiv this basically depends upon the philosophy of the society.
Obviously there is no juorificafion ior the growth in prravate aided
sschools and colieges, a iarse part of the cost of running which is
met by the government.

WJ1 .
.
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In tact, the whole nailion should reel responsible for the
aevelopment €I education in the country. lHowever, given the
experience, mobilisation of chearp local resources, revision of fee
structure eic., sould be viewed oniy as peripheral socurces ot
mibilisgtion oI adaitional resources ifor marginai improvements in the
education system. After all, they cannct become primary and reiiable
sources of revenue ror large scale 1mprovenents in the system. The
government car not but coatinue taking nore responsibility for
educatior.

With respect to the uevolution of resources from the Union
Government to state governmerits for educaticn, meaningful criteria
should be adeopted so that the whole mechanism works as a mechanism of
awards/disincentives. The grants should be educaticn-speciiic and
- non-transteradle. The grants should attempt at clearing the backlog
in the provigion of tacilities to the schools, that get accumulated
over years. Particularly to reduce regional imbalances, larger
invoivement ot the central government is needed, and it should make
etforts for crash subsidisation of the worse-oif states by the better-
011 states through the medium ot national level agencies. Local
bodies may be guaranteed cof a minimum level of resources either
transferred from the state governments, or to be generated on their
Oowne

Intra-sectoral resource allocatior pclicy in education should
tavour lower levels of ecucaticn as long as the goals like
universalisation of elementary education, universsi adult literacy
etc., remain unfulfilled. OUnly when these goals are met, the relative
shares of the other sectors of education can be increased. Aftersall,
even 11 'education for all' were to include secondary and higher
equcation, it has to necessurTily start from elementary educaticn.

OQut of the tvotal educaticon budget, there is need for an
increasingly larger share to be aevoted %o activities on physical
capital formation such as constructicn ot buildings and purchase of
durable furniture and eguipment, without which the education edifice
may not be avle to deliver tne goods in the long-run.

A minimum level of resources: for education per pupil,
correspondingly in costs ¢ education should be defined, and in no
region and and time, actual costs per pupil can be allowed to fall
belew this minimum level. Coste of education in real terms per pupil
1n a given year should not normally be less than the corresponding
costs of the preceuing year, unless there ie a significant change in
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WaXLLulL Contribution to Lho sconemy, provieed tive sutonoumy ol the
equcation ingtitutions is proteched ane regpectec. ‘fhis should be
weil recognised.

Fue methooe ¢f amtionad 1acoie accounting shoule taks Into
account Une .nvestments Loce Ln educaticon, laciluding the cousehold
1nvel teerios.  Lisborzte attempts snoulc be nade (o collect detailey

stavistics on euucatiorn, .ncluding

Above uii, the investment neturs of educaiion expenditure should
be c..LeaMy recogrused. "It 18 micteading to trezi public exXgewliitue
on schovling a5 'welfare' expend:ture, on. 28 @ use ol resources that
3)e It snould
be recougnised thet ewucavtion 1g a long Lerm 1nvestwent thas

acmIc develop igraticantly. No

nas the ¢Itect oI reducing 'savings™ {wcnuliyg,

contrioutes $o socis-ec
nation gces parkrupt by investing in @(Au\,,fulcn L1 nor pecple.
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In fact the comrarabie *“m’"L’fJHfRE.?Tde million in 1950-51
ana Rs. 2504 wiliton in 1976-77. Tne figures relating to later
pericd are based on :overnment expenditure only. rurther, it may
pe noted that we use the terms 'tublic expenditure and
institutional’ expenditure almosth synonymously, as distinet from
private or houseicld expenditure incurred by the students and/or
tneir parents. The former includes Zeea pald by rthe students ana
voluntary contritutions received Ifron the commpunity. UCee Tilal
(19%5~b) for an 2lazborats clsssitfication. While in general,
total ircluces both, i.e., public ant privote, wost often due to
paucity of date itotal is defined as eouivalent tc total
institutional expenditure.

Expenditures at current yrices sre cenverted into constant
prices, using the all-ivdis wolesale price index snd the shate
income deilators, depending upen The availsbiiity of dats. 'This
i1z certainly not the best metrod, as the commodities that enter
the educaticn activiiy corstitute 2 minor comyponent of the basket
ot commodities, Thal is used to construct the wholesale price
index. DMore importaritly, the relative we.ghitage of the
cemmodl ties would differ quite significantly. Hence the whole
sale price index cannot serve the purpose adecuately. But in the
absencs ol appropriate vrice indices to convert the sducaticnal
expenditure inte constant prices, we have no otrher alternative
but {to use it.

Rince the experdifure in the Five year plans ie spread over five
yeargs, conversion of the actual expenditure 5f the pian into real
expenditure is not an cesy tasi. We have used naticnsl income
deflators (cerived from GNP in curren® prices and CGEP at 1970-71
prices corresponaing to the total pericd of each five year plan)
for converting the expend®ture in the five yesr plans into
constant terms. (1 am grateiul to Brahm Prakash for the
tdiscussion that resulied in evolving cut this method).

Direct expenditure is defined as that 'which is incurred dirsctl;
tor runninr the esducation institutions, such as saleries cf th
teaching and non-ieaching staff, expenditure on equipn

mslriensnce of buildings, ete.’ Direct expenditure does not

G
-~y

D

rent,

include expenditure on dirzcticr, iESpGCtLOﬂ tuildings (other
than mairisnancel, nor-rewv'ring zuuaprrents, scnelarshins,
stipends, an. other iingncial concessions, hostel charges,



including mess charges etc. Further, date on cnly direct
expenditure ere available by levels of education and rast,
indirect expenditure as an aggraegsie, upto 1675-76. Hence,
ievel-wize analysis gererally ignores indirect expenditurs. In
1976-77, the 1laiest year for which Jdetailed daia are now
avallable, the corceple of 'recurring’ and 'non-recurring'
expenditure replsce 'direct and indirect’ expenditure.
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