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CENTRE-STATE RELATIONS i r INANCING EDUCATION IN 1NDIA

Jandhyala B.G. Tilak

fbstract

While literature on Cunfre-state relations in education is
relatively abundant, haerdly a comprehensive study can be found on the
Centre~state financial relationships in ¢ducation in india. Even with
regard fto the former many s<tudies are largely concerned with
historical accounts cf the pre-indcpendence period. This paper is
concerned with the financial relationships butween the Centre and the
states in education in india. Atftter giving s brieft historical
perspective on the problem, it is attempted here To critically review
the relationships during the pest-independence period.  Since equity
is an accepted goal of indian planning, just as of many modern welfare
state gevernments in the world, we have examined the role of the
Planning and thz Finance Commissions in tndia in striving equity
through the'r respective procasses of eltucetion of rescurces for

zducotion.

The analysis leacs us to conclude that the aliccation of
resourcus to states for education is not guided by any rationail
criteria such as equity in the case of Planning Cemmission or in the
casc of Finance Commission. In fact the essential mcdel thet oxpizins
thce pattern of allocetion of rescurces to education in India, it is
concluded, is a political model which hes no regard for any scientific
rationale. Finally it is argued here that there should be less of
physical concurrency and mere of financial concurrency in educetion in

india.



hcknowledgements

The author is grateful to N.V. Varghese and A. Mathew Tor
commenting on the cerlier drafts of the paper.



CENTRE-STATE RELATIONS IN FINANCING EDUCATION IN INGIA

Jendhyala ©.G. Tilak

. Introduction

In any fcderal system the rclationship between tederal or
Centrall gevernment and local governments is significant in & number
of ficlds and especially important in the ficld of «ducation and in
the tield of ¢ducation the finencial relationships arce of crucial
importance. in a fedcral structure education scctor receives finences
from the foderel government,; provincial governments and even local
governments, apart from scvcral other sources such as private sourccs
of tinances |ike fees, endowments, donations ctc., which fall cutside
the framework of this papcr. In other words, the papur is cssentially
concerncd with the role of Central and state governments in incia in
financing education in the country. The question is important to
study when (i) overail Centre-state and state-stete relationships earc
debated, (ii) ¢ducational developments in diffcrent regions orc
uncqguel, and mere importently (iii) the levels of cconomic develcopment
of various regions are¢ different. There has been a continucus
confroversy regarding The Coentre - state reletions in finzncing
cducation. There is @ vicw tThat education is of such great nectional
importance that it cannot be a total responsibility of the stetes, the
Centre should have some say on «ducational matters. On the other
hend, it is also argucd that in a vast and diversc federal polity likc
India in the interests of education swctor it should be in the totel
purview of the state governments. We come fo the debate et the ond of
this paper.  We begin with a3 historicel prespective of the prcbl;ﬁ in
the following section. Section 3 is devoted to an indepth disgussion
on the role.of the Planning Commission end the Finance Commission in
financing c¢ducetion in Indie. W. conclude the peper with somc

tentotive obscrvations on the problem in the last seetion.



2. In Retrospect

The problem of understanding cnd defining the proper
roletionships between the Contre and the states in Indiz is, of
ccurse, much older than the ccuntry's independunce.  For instance it
figurcd quite prominentiy in the Govornment of Indic Act cf 1935.
However the issuc was debated even much vorlicr.  In this scetion it
is citempted to present bricfly @ historical prespective of the
prodblem with regard to cducation. |f onc looks at the Cuntre-state
retetionship in cducetion in retrospect, one finds & varicgated
picfuraaz The period covering the last two conturics cen be divided
for +this purposc intc cssuntially two phascs, which in turn can be
turther divided into scveral phasces. The two main phascs erc the pre-
indipendence period end the post-independence poeriod. The Contre-
state relations in these two periods arc of different cheracter. In
the carlier stages of the modorn pro~independonce pericd, .o, in tho
buginning of the 19th century thore was noither a proper 'Centrot nor
¢ proper 'state! corresponding to the Controt. Later, during the
Brivish rulc th: major lucuna in the cducational scctor in the country
was thet there waes "'no nationcl policy ¢n cducetion' ner ‘o notional
system of oducaticn' (Naik & Nurullah: 1945). tenc: the Centre-stote
rciations during pre-indepencence pericd and the posfnindcpcnd;nce
period cennot bs studied in a singie perspective.  on this s ction
first we describe the financial relationships boTwoeoen the colenial
rulurs in Indiz and the provincial governments, and then the

govelopments during tha post-indepoendance poriod would be rovicweds
2.1 The Crown and the Provincial Relations

For lack of better and familiar torminolegy we call the procuess
of concentration of powers during the Lritish peried cither in the
hands of the Crown or in the hands of the r;prLsLnTaTins cf the Crown
‘central isation' and when they cid not take interest in cducaticn we
cell it 'decentralisation’, cventhough they were not cctuclly tho same

in The trus svnse of th. words.



The pre-indepondence period cen be divided into soversl phoses.
During the period beginning from the Reguleting Act of 1773 tc 1833
the BEost Incie Company slowly and steadily grow in sirength and fended
to concentreate more and more pow.re of administretion. but in tho
ricld of education, the puriod upte 1833 was charcereriscd by totel
abscnce of centrat control: the Court of Lircetors of Ecducetion in
tendon had played littic role in the dovelopment of indien ccducation;
and the Dircetors of East-irndic Company wors unwilling to accept any
responsibifity for the wducation of tho Indians.  In othor words, the
provinicial governments were Totelly eutonomous in making their own
wducationel policies and programm:s. Eventhough the Diraectors were
complled to nccupt some responsibility =nd incur some oxpenciture on
cducation by th: Charter Act of 1813, no central ecducational machinery
wes created for this purposc. The gencrol Committecs of Pubiic
instructicn that c¢xisted in the provinces did not have any counterport

at the tmperial Centro, Calcutta.

Howiever it is with the Charter Act of 1833, which trunsformed the
commercial East India Company into o governing corncration, the phosc
of what can be called in refrospaect, concentration of powers in the
hanc¢s of The Crown in cducetion stertod.” By This net, Th: Cantral
Gevernment wes in full controtl of the indian finmnces. The nct led to
centralisation of power and edminisvration in ail spheres including
education in such & way That the Uircctors of Publiic Instruction
nceded the sénction of the Imperial Covernment ot Calcutte four cvary
¢xpenditure on wducetion. This pericd of centralisction continued
until 1870 but in 2 scnse rigicdly upte 1854 oniy.  In 2 woy the Wocd's
dispatch of 1854 paved the weay for relexation of rigid Imperizd
control over cducation. An importent focture of post-1854 pericd wes
thet "the centre of infcrest in «ducation now shiftod from London to
Calcutta® (Naik & Nurullzh: 1945, 149). The Central centrol over
cducation wes very ‘broegd and gencral’s  The situation continucd
despite The complute take over ot the Incdian Administration by the

British Crown under +he Government of iIndie ict of 1853.
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1870 marked @ beginning ¢f 2 leng phase of ducentroiisaticn of
powers in cducation, initiatcd by Maye in 1870. This wos wssentintly
bocause the British authorities hacd become cware, as ovident from +he
et of 1861, of " the exira~-crdinery and inherent cifficulti s in
devising 2 system applicable to the whole of india’. i+ wes Thorcefore
provided That uxcupt in motters of 2ll-indic concern, provincial
governments sholl hove the resgonsibility of legislating in cccerdence
with the roquirements of focel noeds.  The sarlier tendoncy of
centralising power was thus put in reverse gear, as it werd’ (Singh,
1977:3).  There was however, no cleor demarcation of powers. |t
shculd be noted that while this decontrelisation in genoral was
confined Yo wxecutive and logistative powers znd thet in foct,
ccordinaticn, policy formulstion and financicl assistence still rusted
with the Centre, a few departments including pelice, jails, aducation,
medical etc., werc handed cver to the provincese The Centre zlsco
assigned soms revenucs Yo the provinces, in adcéiticn tc¢ meking e
provision that inadoegueacy ir rovenuues could be mof out of increascd
texation, by the provinces but uncer Cuntrel suporvision.  in 1e82
sharing of revenue end cxponditure (dividod hoeds) between the Centre
“nd¢ the provinces was zttomptod in place of cssignments, =nd the scope
et the civided heads was widened in 18S7. in 1897 the indion
Education Service wes created which enabicd Central recruitment of
personncl in tngleond who wore nore responsible o the Imperial
beverrment. it hod, however, no sericus zdverse «ffects on the pCWers
of the provinces. In 1898 Curzen come to India and his arrival marks
the high watermark of eentrelisaticn. During his poriod the policy
towzrds cducetion changod. He infact incugurasted 2 brief period of
Centre~incrvention end active policy meking in ecucation and
«ducaticnel system was almost contrelled by the Central government.
Curzon®s policics werc neither pursued vigorous!ly ner abandoned
altogether aftor the oxit of Curzon., However it is the Montague-
Chelmsford Reforms which become later the Constitutional Reforms ict
ot 191S which could clcerly bresk the legecy of Curzon. While 211
earlicr devolution of resource s ware from onc toevel of executive to
ancthor as o metter of convenicnce, The act of 1919 brought cbeut the

statutury <istributicn of powers 7nd responsibility between the Centro



and the provinces. The govaraments 2t provinciel laval began to
exercise lerge aufhorify over «dtcaticon. As thoere woere good and
steble finencial relations between Central and provincial governments,
“feducation nad the good fertune to receive much lerger finances than
it did in the carlicr pericd® (Noik & Nurullah. 1945:235).  The
grents-in-zid system which still cxists teday, is in @ sensc, 2
procuct of this period. The Centraol government mode goncrous grants
tc education which werc unknown in the history of Indian cducation

@ither before or later.

The Government of India sct of 1919 which introducce dizrchy in
the provinces placed educanoh uncer the responsibility ¢f The Indian
Ministers. Education was nct enly a provincial, but a transtferrcd
subject and constitutionally the Centre was not fo exercise ahy
control over the treznsfcorred subjects.  However the financial
arrangements under diarchy did not help the ccucation sector. The
finences of the provinces were largely crippled by the contributions
payable to the Central government, under what wes called the "joint
purse’ system. As such educaticn roccived less financicl reascurces
from the provincial governments as well. By 1921 cducaticn become &
totally state subject. The control of the fcderal governmeont on
cducution wes reduccd to such an extent, thet it lud the Hortog
Committeec fo comment that educeticr received an ‘unfortunate divorce!
frecm the Government of India. 1t wes an unfortunote divorce, beczusc
the Gevernment of Indie ceased to teke any infcrest in cducaticnel
matters. The Governmen+t of India soved 2 lot of expenditure, which
otherwise should have been incurred on cducation. The special grants
to educstion were totally discontinued. The educaticn sector in the
country c¢ic suffer @ lot cue fo this. The tinanco departments acted
as ¢ 'spy' on trensferred subjects like educeticon, creating several
preblems, cither vetoing or rejecting the proposels made by the
ministcrs of transferred subjec+s.4 The finzncizal errangement in tho
diarchy system, thus did not help the ¢ducationa!l scctor in the
country. However thoe provincial autonomy granted by the Government of
Indic Act of 1935 gave more powers to the provinces to organise its

cwn cducationzl scrvices. Tine Central acvisory Board of Education

U1



(CABE) end the Education Uepertments wore wound up. Tha_confrol and
supcrvision which the Centraot govornament uscd To exercisc over the
details of administration virturliv ceme to and onde  The provincial
governments howover wnjoved greater frecaoem to plan programmes of
ceucztional expansion ond ihpruvcmen%S, Hence in the initial pert of
This period savere!l new schumes were uncdertakoen, enroiments of
students increascd repidly sn¢ increascd grents To oducetion wore mado

by the provinciel goveramunts.,

With the revival cof The CrBE in 1935 the Central government began
teking the respensibility of education. However it did not changae the
situation seriousiy. But this wes in @ sense the beginning of the
efforts ¢f the Contral gevernment fto tcke intercest in cducation,
provisions fcer which were mede in the Censtitution ¢f Incdependent
India in 1949.

The Government of India Act of 1935 divided the wducational
respensibilities more cleariy betwoen the Centre ocnd the states.
While the Act of 1919 "madc cducaticn a subject which was ‘partly all~
India, partly reserved, partly frensferred with limitaticns, and
partly transferrcd without limitations', ond *the Act cof 1935 improved
tThis anamealous positicn consicerably® (Noik & Nurullnh:si945:365)
placing a fcw selective arcas of cducetion sactor as ‘wderal subjects
anc the major arecs of the scctor 2¢ stete subjects, the Constitution
cf Indic hes mede a more claer clessification, retfazining however the
b

asic features of the fodeoral structure introduced in 19350
2.2. Developments during the Pcst-independence Period

With the aception of the Constifution of indie the plece accorded
To education in the federal framework draéfically chznged. As far as
the Centre-stete retetionships are corcerncd the Constitution of Incias
made three lists . List 1 = List of Unicen functicns, List 2 - List of
stete functions, and List 3 - List of concurrent functions, and
cducation was placced in the List 2, excepT a fow minor parts of

education which were placed in List 1. The fellowing secters of



education are listed as the functions of the Union . cenitral
universities, institutions of nationa! importance, Union agenrcies and
institutions for professicnal!, vocational and technical training and
coordination and determinitation of siandards in institutions for
higher education. Vocational and Technical training of lebour was
listed as & concurrent function. Though cducation was explicitly
listed as a state subject, t+he Constitution placec more
responsibilities of e«ducation on the Central guvernment. Clearty a
significant part of higher education has been the respensibility of
the Central government. From the Constitution, "the Covernment of
India obtained @ larger authority over educaticn than under the
Covernment of India Acts of 1819 or 1935 (Rao: 1972 . 179). This
increased role for the Central government in educeticn has been
Justified on a variety of grounds. As Rac (1872:179) right'!y notes
there are three extrancous facTors,5 viz., (a) the eadoption of
planning as the technique of development and the formulation of five
year plans by the Planning Commission, covering both Ceniral and state
development activities; (b) the institution of iarge central grants
earmarked for specific cducational schemes, and {(c) the politicai
accident of the same party being in power at the Centre and in the
states. The role of the Centrel governmcnt has begen further justified
on the ground that there are recgional imbalances in cducational
development and the states themsel.es cannot reduce -he disparitics,
constrained by their own inzdequate financial rescources, and hence the

role of the Centre becomes unavoidable to check these imablances.

Simijarly to maintian uniformity, high stundards and guaiity in
cducation, and for national inftfcgration it is believed that the
Central government should extend its Jurisdiction to education. It is
alsc viewed that the Centre can act as & clearing house and
coordinating agency in every sector of education, and it can develcp
programmes of significant and fundemental research in cducation.®
Central intervontion in education is further justified, as provision
of cducational facilitics as a right to all, particularly clementary
education, and protection of.educations!l intercsts of weaker sections

ar- a part cf the Diroctive Frinciples of the Constitufon. It is



argued that the centre has a responsibility to be guided by the

Dircetive Principles.7

The Central government intervences in cducation particularly in
three ways: The Central government has its own Central sector in
vducation, which includes, besides the sectors listed inUnion List
(List 1), the Central schocls, the regional colleges of education,
nationzl schclarships, the progremmes of University Grants Commission
(UGC) such as the creation of centres for advanced study ctc.
Administraive @s well as financial functions of this sector are the
total respnsibility of the Central government. These activitics are

planned, implemented and financcd cxclusively by the Centre.

Secondly there is a sector known as Centrally sponsored sector
the responsibility of which the states do not accept on their own.
The Central government could however, persuads the state governments
to accept the responsibitity of their implementation. Thoy constitute
part of the Central plan in respuct of which the statis act as
executive agencics. They are designed end doeveloped by the Centre.
The activities in this sector include promotion of Sanskrit, Hindi in
non-Hindi speaking states, promotion of students’ tours e¢tc. The
Central government takes care of the financial part of those

zctivities.

Then there is the Centrally cssisted scctor which includes
activities, in thc promotion of which the Centre is activaely
interested though they arc embodied in the state plans. The stzics
sccept the financial responsibilities of this scctor only partialiy.
Enroiment of handicapped in the integratea schools is one such
activity. The financial contribution of the Centre fc such activitics
might very in between 25% to 100% of the totzl cost of those

activities.

Thus while the Constitution has piaced a significant part of
higher education undcr the control of Central government, finances

from Central government flow into the school aducetion sector lso.



ficne it is generaily felt that a large part of the financial
assistence mede by the Centre fo the states had flown info the arcas
ahere states had oxclusive Jurisdication resulting in what coufd be
called crosion of autonomy. On the whole cne finds thet eventheugh
vducation was do jure o statce subject, it was d¢ facto a concurrant

subjpc+38 However the corcurrency was confined more to non-financial

aspucts, and in fact thure was no real 'financial concurrency’ (Rao

1972:183) .

In This background the Constitutional Amendment made in 1976
which brought education to the concurrent list can be understood as
nothing but legalisation of & feature that has been in existonce atl
these ycars. In other words, "what was felt vagucly and realiscd
indircetly has now buen verbalised and put in black end white® (Singh
s 1977 ¢ 1) While it is too cerly to comment upon the full
implications of this Amendment on the basis of expericnce of the last
tfew years, it might be expected thot in course of timc there would be

truce financial concurrency as well in education.

In the following section we exemine in more detail the precesscos
ot flow of tinances from Centre to States for educationzl purposcs as
¢nviszged by the Constitution vis-a-vis the actual pattern of flow

during the pest-independence period.
3. The Prescnt Federal Siructure and Devolution of Resources

in a good fediral cconomy both the Fodersl govornment and
provincizl units wiil be having sufficient rescurces of thoir cwn.  As
this nes not becn the situation in India, the Constitution had
envisaged dovoluticn of resources to the states from the Centre.’ i
is nccessary here to note that fhe system in Indic maokes ¢ sharp
distinction between ‘develepment (plan) and "maintenance’ (non-plan)
expenditure on educetion. The precess cf sharing the rosources by the
Centre and states in the country *takes placc through the Plenning
Commission, a pcrmanent non-statutory and quasi~iudiciary body and the

Finance Commission, 2 statutery bedy cppeinted once in every five
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years. Thc former takes cerc of the plan expenditurce and the lattor
the maintenonce expenditure.  The Planning Commissicn guts its
authority of assessment of requirements of contro and stetes only by
convention and the recommendations are not strictly binding on the
Centre or on the states, but arc normally acceptad, particufariy in
vicw of its commending influcnce on both the governments.  The
Planning Commission mzkis its reccommondations targoly under Artielc
282 of the Constitution (providing for discretionery transtere).'? On
ihe other hand, the Finance Commission makes an acsessmont of the
states' claims on maintenance or non-plan expenditure and mzkes i+s
recommendaticns on the distribution of rasources under the Article 275
ot the Constitution. The recemmendotions whoen adopted by the
Perliement and approved by the President arc binding on thc Centre znd
the States.  In making these rccommendations, the Finance Commission
is cxpected to teke into account (a) the requirements of the statce
governments under revenue account to meet oxpenditure on
administration and non-plan commitments or lisbilities, (b) provision
for emoluments of government employces: (¢) commitment in regerd to
intercst charges on debts, (d) transfer of resources to local
organisations, (.) maintenance of capitel asscts, (f} maintenance cf
plan schecmes completed in the cerlicr plean, and (g) requircments of

the backward states for upgreding standards in generad cducation.!]

The distribution of recsources under 'deveicpment’ category is in
accordance with the five yesr plens firaliscd by the Planning
Commissicn. The level of public expenditure on any sector -including
=ducation in the centre and the states is brozdly determined by the
Five Year Plans. The plans also specify the policics, goals, targets
and programmcs to be pursucd during the Five year pian period. Thus
all oxpenditure on new additionzl progremmes and activities is known
2s plan expenditure. However at the end of cach plan thesc programmes
end octivitics fall into the 'nen-plan' category. In other words the
programmes and activities initiated in a plan, have to be 'meintainedt
subsccuently and this mezintcenance expenditure does not come under the
purview of the Planning Commission; ¢n the other hand it boecomes a

respensibility of the Finence Commission. In this scnse the rolc of
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TABLE NOG.
Pian and Nen-Plan Expendit.ore on Cducetion ii. india

{(Rs. in 10 miliicns)

T o o 0 K 1= S % 5 A TR ) e G L 2 S S 0 8 A o e € 5 K i s i i R At S B

i

Plan ' ~ Hon Plon Toted
‘Expendifuéc | Expenditure

(1) : 2y (3) (4
1950~51 200 (28) 51 (72) 21 (100)
1960~61 50 (38) 14 62) 234 (100)
196566 176 4’ 25 (59) . 437 . ¢100)
1970-71" 115 (14) 731 (86) 845 (100)
1973-74 225 (17) 1086 (83) 1311 (100)
167776 324 (14) 1991 (86) 2315 (100)
1978~7% 413 (15) 2245 (84) 2658  (100)
19£0~81 520 (14) 3225 (86) 3746 (100)
Rate of 1.5 14.3 15.0

Growth (%)

Scurces R.K. Bhandar i (1982) for 1980~&1, =nd for c¢thers Plenning

Commission (1978

the Finance Comnission begins where that of +he Plznning Commission

12 Tnc Censtitution hac feid down the detailcd mechznism of

«nds.
sharing the roesources by the Centro and the states through Finance
Commission. In #his context the fex—*uv@an reeceived by the Centrat
governmont is cliessified into five fypes'a (1) taxes. levied and
collected by The Central government and the roceipts thet ore not
sharcd with the stotes (e.g., customs auties, corperation texcs, etc.)
(ii) Texes levied and coltected by the Cuntrel goverament and their

receipts sre nocessarily sharcd patveon the Contre and +he stetes
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(cege; income tax), (iii) taxes levied and coliected by the Central
government whose receipts moy be shered with the state governmants
(Cegey txcise on.tobacce and cther govds), (iv) texcs levied and
collected bty the Central government but their receipts ora whpliy
franferable 1o the states (euge, cstate duty, *tax cn sale/purchose ct
newspapers, efc.) and (v) taxes levicd by the Cuntrot government but
collected and used by the stetes (Coge, excise on medicine, toilet,
~tc.)s Besides sharing of those tox reccipts with the stetes, the
Finance Commissicn alsc makes two typas of fransfers of roesources to
the stetes, viz., grants wnd loans. Thus, in 211 there are thrce
types of trensters, viz., the tax receiptfs, grecnts znd loans which
come under the purvicw of the Finance Commission. The Finance
Commissicn makes all the statutery fransfers through these three

channcls.

The importance given to the Finance Commission in the
Constitution is sc significent that it Iod many to comment that the
Constitution had expected that all the transter of rescurces would be
statutory in nature, mostly made through the Finance Commission es &
mettor of right fhan of grace. But with the odvent of planning and
the Planning Commissicn, the discreticnery transtore over-shadowed the
siatutory transfers. YPlanning had changed the cconomic, fiscal and
i

o pelitical control of the ccuntry® (Baker: - 1976: 206012 in fect

o
0

«ven witheut a Constitutional stetus, *he Fianning Commission has becen

. PN . . 4
playing 2 powerful role in Centro-stete cconomic rclafionsj

Thus it may be noted thet the distribution of cducational
«Xpenditure setween the Centre and the States is determined by the
Pienning Commission and the Finance Commission. ' The role of the
Finence Commission becomes increesingly important, as the expenciture
That comes under the purvicw of the Finance Commission, i.e.; the non-

plan oxpenditure will be on ever increase, being cumulative over

years. It should not, however, mean that the Finance Commission has no
vital role to play et all. Finance Commission works on the basis ‘of
accomplished facts of the past znd as such the scopc for flexibility
is restricted. On the other hand in the case of the Planning

by}
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Commission there is scope for more flexibility, 2s it cen have a fresh
look at the edditionel programmes end innovations. Nevertheless, as
far as megnitudes arc concerned the role of the Finance Commission is

indeced larger.
3.1 Principles of Aliocetion of Resources

Befere we discuss the pettern of devolution of rescurces by the
Plarning Commissicn and the Finance Commission, it may be desirable to
briefly describe ideul cannons cf ollccaticn of rescurces. A pricri
one expects that allocaticon of roscurces for cducation o the states
by the Planning Commission and the Finonece Commission would be beasea
upcn certein well-defined and clierrly formulated canncns. The
problem, obviously, is of two parts. distribution of rescurces between
the Centre and the stetes, aond distributicn of resources by the Centre
between different states. In cither case, the cannons of distributicn

of ragscurces can be duscribed as follows:

a) The Equity Criterion 5 In a modurn welfare state onc cf the
important objectives cf public expenditure on cducetion is equity.
Generally equity is definegd in scverzl ways.  In its crude form, the
cquity criterion implies equal distribution cf resources, in cur case,
between Centre and all the states. owever, it is by now very cleerly
realised throughcut the werid that equaiity docs not nccessarily
result in equity. Particularly with respect *o distribution cf
educational rescurces between different states, cquity in allocotion
ot resources should mean allocation of roscurces in such & way trat it
produces equity, i.e., ail The stetes develop their educatioconal
systems more or less equally. {1 might impiy «ven uncqual
distribution ¢f rescurces, the luss duveloped states riceiving more

resources from the Cenfre then the developed stotes.

bY The Ability Criterion . The financia! responsibility of the
wduceTion sector can be shared by the Centro znd the states based upon
the ability of each of thesc twe layirs of the government.  rnd when

the Centre distributes rescurces to ditforunt stetes, the tevels of



ability of different states might be taken into consideration. |f the
Centre has more rescurces of its cwn it can teke larger share in the
educational finances in the country Than the states and vice-versa.
On the other hand if the role of the Centre ond the stetes in
educetional sector are slready defined, the problem boils down t¢
devolution of resources to different states, in which case, the
ability criterion should imply distribution of relatively more
resources 1o economically pooror states compared to wezlthier states.
In such a casc the ability criterion gets identified with equity

critericn.

¢} Degree of Educational Effort : A closcly synonymous criterion can
be the dogroce of educetional efforts of each state (say, for cxemple,
mezsured by per capita expenditure on education). The crietrion might
imply cllocation of rcsources to differcnt states in such a way that
all the states reach a given level of educational dovelopment
uniformly i.c., the Centre mekes the mztching allocation in such & way
inat regicnal imbalances sre minimised. But genercliy the criterion
is interpretced es if the Centre's allccetion should 'match' to the
state's allocation, i.c., larger the degree of educational effort of
the state larger should be the quantum of resources it receives from
the Centre. This aggravetes inequalities. Backward states might
vbviously invest less on educaticr, in which cese based on latter
interpretation fhey receive less resources for c¢ducation from +he

Centre.

d} Edueaticnal Accomplishment : Alternctive to educational efforts,
sometimes the level of educaticnal eccomplishment might also determing
vhe pattern of allocation of resocurcces. I+ the devolution of
resources tc the states by the Centre is guided by a rewerding motive,
those stetes which accomplishaed well on education tront might receive
Mmore resourcoes. On the other hend if the reverse ot the
accomplishment is taken into account i.¢c., the tasks yet to be

fulfilled, the allocation mechanism might favour the beckwerd states.



e) Efficiency . Fineglly ecther canncon which is essentially
m.ritocratic in nature that might cuide distributicn cf cduceticnal
resources could be efficioncy of the vducetionnl systum. This is
scemingly a better criterion thoen the others, because it takes beth
costs and ocutput of the systum intc =ccount.  The criferion suggests
thet more rosources should be given to vhoso status whuere thie already
given resources are quite effici ntiy sponi. Efficicncy might,
however, be measurced in various ways -~ starting from simole ways such
s larger coverege ot the school-going population, less dropouts end
feilurcs, highcr literecy rete, otc., tu sophisticated ways of
measuring «fficicnecy such as higher buncfit-cost ratic, more cost
cffoctiveness, otce The criteren of cffictoney might or wight not go
against the principle of cquity. {f the cducaticnal systum in a
backward state is e¢fficient, the pattern of allccation of resources

favours cquity considerations.

It may be notod that in Indic, just as in cther modern welfare
states, es stuted eeriicer, cquity is =zn impcrient objective of
planning in gencral, including of «ducationat planning. Hence cno
cxpects that the pattorn of allocation ot resources te <ducation is
aisc guided by equity consideraticns. f#eore precisciy one expucts
allocation of morc resources to economicelly ur cducctionaily backwerd

states.

With this background lct us critically evaziucte the pattern of
el locetion of resources to wducation by tho Contro totwoeen different
states in India by the Planning Commission and *he Finance Commission.
It is tc be noted in the beginning itscit that the system in India is
su complex that it is not comparazbiec with The sys*ems in the other

P

federel systems of the world like the U.S., Caneda and Australia.’

(¥ is sc complux in India That some even toerm The whale foderal-

provincial financial system as cne intordepenoent cconomic uniT.1]



3.2 The Planning Commission and Equity

First we teke up the cesc of Planning Commission. The
distribution of plan outlzys batween the Cuntre and the stetes is
given in Table 2. DCuring the puriod of the first thro. five ycar plan
the sharc of the Central government in the total plan outlay for
c¢ducation has beun of the order of 25%. ODurinyg the Fourth and the
Fifth plan periods this figure incruased to one-third. In the Sixth
plen the sharc of the Contral government was reduccd +o 30%. After
the education sector being brought into concurrent list from the stete
l'ist one expects that the share of the Centrel government would
increase in the educational outiays. The marginzl declinc in the
share of the Central government in the Sixth five year plan (which is
incidentaltly the first five year plan of the present government affer
the Constitutional amendment) belies such expectations. The carlier
criticism that there was only physical (or non-fincncial) concurrancy
in cducation and that thcre was no rezl financinl concurrency perhaps

still hclds good.18

TABLE NO. 2
Contribution of Ccntre and the States to
Educational Finance in India (%)
(Plan Expenditurey)

Plan Central Stete Total
Government Government

First five year plan 25 75 _ 160 (153)

Second five year plan 25 75 100 (273)

Third vive ycar plan 26 74 100 (589)

Fourth five ycar plan 33 67 100 (823)

Fitth five year plan 32 68 100 (1285)

Sixth five year plan 30 70 100 (2524)

Note: Figurcs in ( ) are Rs. in 10 millicons.

Sources MOE (1580)
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TABLE NO. 3

Centre—State Partnership in Financing Elucation

(Plan and Non-Plan Expenditurc)

{Pur Cent)

Period Central State Total
Sovernment Government
First five ycoar plan 6.8 93.2 i00 (41406)
Sceond five yeer plan 17.5 82.5 100 (8496)
Third five year plen 20.1 79.9 100 (16554)
Fourth five year plan* 8.0 92.0 100 (56430)
Fifth five year plan¥* 8.5 91.o0 100 (89385)
1976~77 " 9.0 91.0 100 (23488)
1977-78 8.0 91.4 100 (z7191)
1978-79 " 9.3 90.7 100 (29597)
Note . * Onwards Revenue Account only

X% 4 year period. i.c. upte 1977-78
Figures in () 2are Rs. in mitlion

Scurces Pandit 71976:21) foi first 3 five year plans, and MUE (1580)

for others.

Now let us sce the state-wise distribution of Sixth Plan outlays
for education. The Planning Commission has approved @ total cutley of
Rs.25240 mitiicn for education - Rs.7350 millicn in the Central scetor
and Rs.17890 millicn in the state seccter. The statewise distribution
of this ocutlay is given in Tablc 4. Ex-ente, as far es plan outlays
arc concerncd, one oxpucts, in the light of wquity consicdcerations,

that cconomicelly 2nd cducaticnally under duveloped states receive

17



retativety larger allocations from the Centre, @s plen cutlays aim et
further development, involving cpening of now schouls and col leges
wtce, while non-plen outlays aim at maintaining The already existing
scheols and collvaes.

It is clear from Toble 4 thet the pattern of distributicn of
resources dees net cleartly indicute any raticnale behind intor-stete
a@llccation. The pettern of zaiiceation is strengly rolated with
neither the state's wcconomic concitions [measered by Stetc Domestic
Product per capite (SDPPC)I nor with the cducaticnal developmenti of

v
The stete [messured by thoe educotionzl dovelopment indix (ECH)
constructed carlicr by Tilek (1979)). it can be secun that scme of the
developed states have been able to receive meor. rosourcos 2s compared
To the poor states through the plan ouftay.ig Foer example, the
educsticnal outlay approved for Mzharashtra, cne of the woucaticnally
and cconcomically advanced states (with the highest per capito SUP,
neXt te Punjab) wes Rs.1328 million, the fourth highest figurs ameng
the 22 stetes. On fhe other hend, Orisse en educetiunaliy as well as
ceenomiceal ly backwerd state rectived on cutloy of Rs.946 millicn much
less than the outley approved for states like Punjob, Haryana, Temil
Nodu, etc. The outlays for states like Jammu & Kashmir, -yet ancthor
one of the ninc cducetionally backward states ere quite smail. 1+ we
lcok at the cocfficients of cerrelation, we notic: that the
cerreletion between plan outlay and cducaticna! dovelcpmont indox is
relatively high, and more importantly the coefficient is negative. 17
is (=) 0.4496, suggesfihg that gducetional devalcpment of the steto
and the rescurces zllocared oy the Planning Commission o the sTete
arc inverscly relaTted.  The cecefficient is not however, highly
significant (stetisticelly insignificent ot 2% lcvel), norvhigh in
vaiuc.  And when we sec the reletionship between the plan outlay end
SOP per capite, we note that even such reletionship does not exist.
The cocefticient of correlation between SDP par capita and the plan

outlays is 0.01106.



TABLE NG. 4

Statc-wisc Approved Qutley for Education in the Sixth Plan

Ks. in Millions

Kank  State Outiay % tu State Plion
[ Wost Buengal 2750 7.9
2. Bihar 1540 4.5
3. Uttar Pradesh 1387 2.4
4. Mcharashtra 1328 2.2
5 Madhya Pradesh 1045 Z.8
6. Ra jasthan 1013 5.0
7 Temil Nedu 930 3.0
8. frssam 875 7.8
9. Andhra Pradesh 730 2.4
i0. Harysne h34 3.5
1. Gujarat 616 1.7
12. Karnateaka 576 2.5
13, Funjab ' 560 2.9
4. Orissg 546 3.0
9. Kerale 502 3.2
tE.  Jammu & Kashmir 377 4.2
17. Manipur 180 7.5
18. Himschsl Pragesh 178 3.2
19. Tripure 155 6.5
20. Nugaland 117 5.5
2. Meghalays 110 4.7
22. Sikkim 63 7.6
Indie 17890 3.7

Scurce, R.K. Bhandari (1982)
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Thus we find thet the pattern of transfor of resources by The
Planning Commission to the stetes for educationai dJevelepmant ie not
bascd upon any accepted ond stoted criteria like equiTy,ZO ncr it is
known whether at all any rations) end scicntific criterie exist fo

explain these trensfers.  We shall come o this poant loter.
3.3 The Finence Commission and Equity

Now let us ex~minc the process of aliocetion of rescurces by the
Finance Commissicn to the states. As we expleined carlicr Finance.
Cemmission has important but only rcstricted role to play.  This dccs
nct mean thet the Finance Cemmissicon can not have any eguity
cunsicderations, as non-plan axpenditure on educationally better states
should c¢bviously be wigher. Strengthening of the existing
infrastructurc anc facilitics, botter maintenances of the wxisting
schocls and cclieges, which are treated as non-pian activitics zlso
confribute significantly to the cducational luvels ¢f the stotes.?!
The Sixth Finence Commissiun, for instence, gave some woeightege to
backwarc statcss the unfinished T2sks on the frount of giementary
cducaticn were taken inte accecunt. The Scventh Finance Commission
considercd peverty end the inverse of por capite Stete Lemestic
Product while making its recasscssments.  The Sixth Finence Commission
also includtd the requirements for upgrodaticn f stendards of
administration in cducaticn in its owards. Sc it is not true to
conclude thzt the Finence Commission hes no significant rute in
pursuing equify.zz However, the Finsnce Commissicn hes to recomrond
the allocation of rescurces to stetc. ¢ssantialtly based on theo
requirements of the stotes as forceasted by the states themselves for
“he already oxisting schouls end coileges.  The actual process can be
bricfly described as follows: The Finence Commission receives
deteiled stotements from the states of their reguirements for czch
head of account including the details of receipts and expendituras for
the ¢nsuring 5-year pericd. The Finance Cemmission scrutiniscs the
whole foreeasts of the stefes.  Then it mokes its cwn estimeres of The

requirements of the states by assuming certain rotes of growth.

[x]
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When wo coempare the forecests of the stetes and the final awerds
of the Finance Commissicon, we nctice thet the formor werc subject fo
scvere cuts. An anclysis of these cuts reveels certain inturesting
findings. For instance, it can be fcund from Tablc 5 that the
incidence of cuts in state forccasts eoffected by rthe Seventh Finance
Commission has follen more heavily cn the states which have lower
wducaticnal lcvels znd which aro cconcmical ly less advanced tThan cn
others, ¢.g., the backward statcs |ike Uttar Pradesh, Rajasthan and
Bihar experienced scvere cuts by the Seventh Fincnce Commissicn in
Their forecasts while advencoed stetes like Maherashtre, Gujerat,
Funjab and Haryana experienced cither very low or modertac cuts or
wven increasss. it is found that there is no rationzle in effecting
the cuts.  The cuts have any signifiéon* cerrespondence neither with
the SOP per capita the cocfficiont ¢f cerrelation being (=) 0.03102,
nor with the educational develeopment, the coefficient of correlation
with the educational develcopment index being (=) 0.2469. It cen thus
safcly be concluded thet the state forecasts arc cut in 2 more
arbifrary tashion.2” These trends in cuts cannot be oxplained
meaningfully, particulerty when it is found that stetes erc merc
reticnal and they exhibit more competence and greater realism in
making their forecasts then the Finance Commission (Panchamukhi:
1982) .

Let us 'sec how dc the actucri reasscssments of the Finance
Commissicn correspond to cducaticonal development of the states. It
cun alsc be shcwn thet even the rcasscssmonts of the Finance
Commissicn can not be meanizgtully expiained. The cuefficient of
correlaticn between the awards of tho Finence Commissicn and the SDP
per capita is as low es 0.06314 en¢ boetween the awards and the
educaticnal development index it is slightly better, but nct
reascnabiy high: i1 is (-)0.2583.  In a similor excrcise Panchemukhi
(1982) has used alternative indicaters of cducatione development.

But the results are net much different.?d
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TABLE No. 5
State Forecasts Reassessments and cuts by the
Finance Commission in retation tc Education

{Rs. in 10 nillions)

Sixth Finance Commission Seventh Finance Commission

State Commission Variation  Stzte Commission  Veriation
Forecast RKeassessmant Forecast Reassessment
1 2 3 4 5 6 7

AP. 499.8 426.8 -23.0 987.9 882.3 -105.6
Assam 150.0 154.2 + 3.3 291.0 274.0 -17.0
Bihar 414.7 321.5 -93%.1 788.4 654.2 ~134.2
Gujarat  397.4 297.9 ~-19.5 774.3 730.2 - el
Haryane 98.7 107.0 + 8.3 225.5 216.6 - 8.9
H.P. 31.0 33.6 + 2.6 147.5 144.6 - 2.9
J &K 61.1 59.5 - 1.6 139.1 119.7 - 19.4
Karnateka 416.8 344.2 ~72.6 8656.3 688.8 ~180.5
Kerala 510.2 4£26.1 -84.1 1089.5 875.2 210.3
MoP. 386.3 340.7 LB L6 748.3 637.6 -116.8
Mahara-

shtra 561.9 584.4 +22.5 1246.6 1269.9 + 23.0
Manipur 28.5 29.3 + 0.8 46.6 42.4 - 4.2
Meghataya 11.7 11.3 - 0.4 27.8 27.0 - .8
Orissa 150.1 1611 +11.0 391.7 403.3 + 11.6
Pun jab 184.6 183.8 + 9.2 406.3 372.2 - 34
Kajasthan 259.0 267.6 +18.6 777.9 552.1 ~225.8
T.Ne 533.4 560, 3 -73.1 10511 932.5 - 95.0
Tripura 37.4 35.8 - 1.6 62.7 60.8 - 1.9
U.P. 630.7 588.4 ~72.4 1650.7 1254.4 ~396.3
W.h. 49%.5 466 .4 ~33.1 920.1 §33.7 - 86.4
Source ¢ Finance Commission (1973) and (1978).
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Panchamukhi (1982) tries to explain why sducaeticnally advanced
states received larger allocetions from the rinence Commissicn. T is

not because these states have ijarc

er educaticne! systems to be
maintaired as is generzlly believed?® but becatse of what can be
called erbitrary discrimiratory policies of the Finance Tommission.
For example, M™in its reassessment the VI Finance Commission assumes
the non-plen expenditure on education tc grow at a higher rate for
states which have a better educational levei than for cducationaitly
weaker states”, an assumption which can not be granted, and which is

clearly sgainst the underdevelopoed states.

Thus we find that the pattern of devolution of resources by the
Finance Ccmmission to ihe states for the education sector is also
beyond any meaningful explanation. The pattcrn does not s_em to be
rcducing inter-state disparitics, an important objectiv.. of planning

in India.20

in fact it is widcly roted that the resource transfur by
the Finence Commissicn in the past ™has been of one of the important
causes of The persistent regional imbalances in resource availability
and service levels. [f thoe inharited disperities are to be remedicd,
the most important objective of the new devolution must be to
infroduce in infter-state allocaticn & high degree of progressiviiy?”

(Ra jkrishne : 1978 : 109).

On the whole one may have to conclude tThat neither tha Pienning

Commission nor the Finance Commission had tecn able to introduce
. "
progressivity in the:r transiers of resources to the states®’
28

for
educationa! cector. The whole mechanism cof ftoderal - fisceal

transfers has tended to work t¢ the detriment of the weaker states.

Thus we have seen That the allocation of resources 1o states by
the Planning Commission and the Finance Commissicn is not guided by
@ny raticnal criteria such &s equity, nor, we could say that the
transfer of resources by these two Commissions is quite compatiable
with the spirit of federalism??  Then the guestion is what determines

the allocation process? | have argued elsewhcere (Tilak - 1983)°9 thet



essentially all basic policy decisiens in education arv political in
character. Resource allocation policy is no exempt. No rational
scientific criterion is adhcred tTo in this conTexT%B] With respect
to both the Planning Commission and the Fincnce Commission, more vocal
end more priviley.d states get a better deat then rest of the states
and the actual needy states may net got theic due shares.  In other
words the essential model thet explains aliocation of resources by thae
Centre to the states for cducetion is @ politicel medel which has no

regard for any scientific rationalc.”?

4. Summary and Conclusions

This paper is an attempt 2t an examination of the finencial
relotionships between the Centre and the states in india in reletion
to c¢ducation sector. We started with @ brief historical perspective.
Ouring the pre-independence period we have noticed a varfcgafcd trend.
At the same time we could sce the under current of @ trend of both
concentration of powers in the honds cf the Centre and concommittant
ducentralisarion of powers to the states ever since the beginning of
the 19th century. The trend of centralisation has buen, howcver, more

clcarly. observed during ‘the post-independence periodo53

During the pre~independence period, The layers at which decision-

making in regard to framing e¢ducetion took place wiere veried. The

3

resutt was that the Centre-state roietions wore not as cluar as they
arc during the post independence pericd.  The Crown in England
represcents one level of caontral or apex authority =zng +
represenfaflwb of The Crown viz., the Vicaroy in indie repraosents
ancther leyer of central authority. When educrtion was transfered to
Indian Ministcrs, Indian Ministers in Uoihi represant yot ancther
leyer of centre! au?horify“ At the provincig! leva!l the indian
officials and the representatives of the viceroy in the provinces
represent two layers of authority. Hence any anclysis of the
financial rcletionships in education in India bctwean the ‘centre’ end
‘stetes’ would be more meaningful ond rolevent only frem 1919 onwards

when education was handed over fo Indian rulurs under ciarchy.
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Further, until 1919 no attempts werc made to demarcate the spheres of
Jurisdiction of Central and provincizl governments as in a fruc
federation.  "The Government of lIndia Act of 1919 cobviously laid the
foundation for Constitutional development in the country resulting
eventually in th: federal form of government™ (Singh ¢ 1977:3). We
have alrcady sccn that education wes & transferrad subject under
diarcy and the Cuntre withdrew its intereste in cducation. We have
also seen thet this did not help education sceotor much. in fact as
fer as finances are concerned education did suffer a lot. As & result
cf this the need for Central control over cducaticn was folt. This
led to revivel of CABE in 1935. Further with tho Government of indiz
Act of 1935 the distinction between ‘ruscerved' and ‘transforred
subjects disappeercd. Education was classified into two categories --
federal and provincial subjects. This was no doubt e better situation
than that under disrcy as the scheme of provincial autonomy envisaged
a large measure of fiscal independence from Cen*ral government.
However thc special peowers enjoycd by the Governor Generel or the
Covirnor rostricted the freedom of the provinces in financial matters
to a great extent.  The legistative financial control wes also
crippleds The ncgative rolc of the finance depar*ments were not
conducive to popular administration. Decentralisaticn of
administration was not accompenied by adequate delegation of financi |
powers.  Decentralisation in wducation which, *hus was initiated in
1919, and was widened in scope in 163% was further widened in 1950
Threough the Constitutional provisions, which aiso include ¢laborate
provisions for devolution of financic! rescurces To the states. At
the same time we have also noted the growing intercst on the part of
the Centre in educetion during this puriod. This very interest
finally led the Central government in 1976 to tazke cducation to
concurrant list. It should bc noted that ncither policies of
centralisation nor those of decentralisation helped the educational
sector in india. For instance, the Government of Indis Act of 1919
enriched the Central government at the cost of provinciel governments
and ruined the educetion sector. The provisions of the Covernment of
tndia Act of 1935 did not significantly improve the situaticn.

Inspite of serious debate on the issue educetion haod been the stete



sub ject for twc and a half decodes. Finally when it was brought inte
the concurrent fist in 1976, people exnected a greater role by the
Cenfre in financing cducaticon; buf the pattern of allocation of
rescurces ir the recent period has .ot stowrn eny sianiiicant departure
from the ecarlier *rund. 1f at ali there s any, I+ has bien @ roverse
trend; d.w., thoe share of the Contre in The fote! Cuaucational fineances
further declined. Both during the pro-and post- indopendence pericds
there had been more of & phvsicai or 1.yal concurconcy in cducation
and less of truc finarcial concurrency, concurrency more of politicel
end administrative nature and iess of fisancie! noture. This may tlad
us to conclude thet fall «ducationsl controversies and decisions have

& poiitical bias’.

Even in highly developed federal cconomics the importance of
financial assistance by the Centre to the provinces for education
cannot be minimised. |t has been proved to be incevitable for the
states as well as for the Centre to essume increasingiy more important
role in education.”? The characteristic features of educetion
itself mokes financial concurrcency incvitablee For example the
rcturns fo education are such that they cennot be ploughed back inte
the system immediatcly. At the same fime “he finenciel
responsibilities of cducation go on increassing i.c., states nead
increesingiy more resources for -ducation and he.ce increasing
realiznce on the Centre becomes inevitablc. So what 2ll we need in

our country is a more mecaningful financial concurrency in cducation.

The devolution of resources by the Centre to the states is made
under two categories: (a) stotutory (vhrcugh Finance Commissicn) and
(b) discraticnary (through Planning Commission). While the
Constitution had evisaged more important role for the Finznce
Commission so that the stetes receive rescurcus as a matter of right
rather then of grace, the advent of The Planning Commission had
chenged the federal financial reletions in the country. Al
developmental expenditure came uncer the purview of the Planning
Commission and The mainternance oxpenditure under the purview of +he

Finance Commission. While both the institutionrs nave impertant rolcs

26



tc play in pursuing the nationzl objectives |ike cquity, the role of
the tetter viz., the Finance Commission is rolativaly restricted.

An important objective of planning in & welfare state like in
lndié just as in many other modern welfare stotes, is equity. We have
examined and found that the pattern of zltocstion of rescurces noither
by the Planning Commission nor by the Finence Commissicn helps in
improving equity, reducing inter-stete disperiti.c. in fact the whaole
mochanism ot disiribution of resocurces cannot be meaningfully
~¥xplained by any rational and scientific crit.ria of ullocation of
resources.  We find that the model that works in our country with
regerd to the devolution of financial resources is cssentially

political which has no regard for any scicntific retioncie.

For a long period thce weaknesses in the mechanism and thne
resulting failurcs of the system have been studicd and enalysed. I
has also been argued for 2 thorough review of the existing Centre-
stote relationships. For example, the 10th conferconce of State

Eduction Ministers in 1968 recommendad;

"Educational development creates permonent recurring
lizbilitics fo tho etote governments end they aere finding it
increasingly difficuif to megt theme... Educa~ion is the
most significant and cost!iwst of socicl services to the
netion and the contre must accept responsibility to share
fts growing cost....the uxisting Centre-ctete relationship
in the financing of education should be revicwed in its
entirety and a new relationship which can meet, on & long
term basis, the challenges of the massive progrémmes of
educational rcconstruction needcd by the country shculfd be
duvised® (MOE: 1968:54).

Unfortunately this recommendation is as much relevent todey &s it was
a decade and 2 half ogo.  We fecl thet the Cuntre-state financial
relations in India in roelation to cducation in particuiar should be

thoroughtly reviewed and should be subject to necessary reforms. We

~
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also feel that there are twe zlternztives. it is not adeguate to have
physicea! concurrency in cducation. Physical concurrcncy without
adequate finencial concurrency will ruin the Contre~state
rclationships. In fact, an ideal situation cen b thot in which there
exists loss of physicel concurrency and more of financial concurrency
in «ducation, i.w.. there should bc devolution of .orger rosources by
the Centre to the states, along with less ang less cmount of Centra!
intervention in policy formulaticn, plenning 2nd sdministreticn, soO

that et +the seme time the a2utonomy of The stetes is well profectod.

o

In this context, @ wide network of autonomous institutions may pley @
35

important rolc of mediating between the Centre and the states.

Atternatively the Centre should help the stetes to widen Their own

J

Y . Lo S s g
resource base, so that they necd not dupend upon the Centro for

financia! resources. However in view of the fact thet educaticon hes
4.

AT N - . : : i [ . .
been breught into the concurrent |ist only rcecently in 1976 the former

slternative may be preferred to the latter.
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NOTES

We use both terms, "fedarel! and 'central? synonymously, <ven
though definiticnatly they arc ditinguisheble. While ffeacral!
meens ¢ 'sisterhocd ¢f stetes', ' contrai' derotes a tendency
with acccmpanying concentration of power. This distinction cften
gets blurred but the scat ¢t fodera! government is the centro cnd
thus both an » cailed inaccurately of course ‘eentrei’s About The
neturc of government, neithor centroal nor federal gaurartoes
demceratice form cf government (Singh: 1877:1)

See Naik & Nurullah (1945) for a deteiled ecccunt, and Rac (1872)
and Singh (1977} for a brisf zccount cn cducation.  Sce Thavoraj

(1978) for a general descripticn of evoliuticn of financial
administraticn during pre-indepednence period.

This forms 2 tfurning peint in the history of Indian educaticon.
"This was the beginning of the state system of weducation in Indic
under the British rule®™ (Naik & Nuruliash:s 1945 . x).

See Thavaray (1978:53).

Sec alsc Naik (1962).

See Naik (1964) .

See Neutiyal (1982) for a recont discussicn on it.

This is what, as scme people interpret, the Ketheri Commission
wanted: Education "should continue to be a stete subject, but it
should be locked upon as a naticnal concern® (Neik ; 1982:123).

Sewe Lokdawala (1G07) fur a fhfrcugh discussicn ¢n the centre-
stete financial relatic in ‘acia.

In fact Article 282 of the Constitution is like @ safety valve to
meet with unanticipated cventualitios.

See Veercraghaven (1982).

There is scope fur cncugh debate, 11 nut confusicn on the srppp
cf the "plan' and ‘ncn-pian’ expenditure on cducaticn. For
exemple, cpening up Lt 2 schouwl may be treated as plan
expenditure; if all the facilitics ars not provided in the same
plan iftself, then it can be argu.d thet these feciiitics should
be treated as committed or nen-pian expenditure, 2nd that they
shculd be taken care of by the Finance Commiscicon. A wider
definition of the plan and nen-plan expenditure on cduceticn
may suggest That while an increase in enrdlmont due to increasc
in the enrclment ratic (as a percent of populaticn) may be
included under the 'plian’ category, increose in nrelment cue to
incresse in the sizo of the p?pula%iun Gibe ratio of crrciment
remaining the same) may come under ‘non-olaznt ca+ eGory.
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For example; Thavara) (1978 : 107} aisc chserves: “hardly more
then cno-third of tho gross centrol fransfers flow 2t the
instance of the Finence Coummission. hin is shucking because the
Finance Cemmission wes the principal agency cnvisaged by fne
JQnSTI.LT|(1 for smuecthening contre-stete imbalaices in financial

ascurces.  But in gr_CTlCug more thon twe-thirds of the fiscad
Transfcrs have becn cutside the purvicw of the Finance
Commission’. Scc atsc Gulati (19835,

Sce Thavaraj (1978 : 125).

Transfurs ¢f resources by the Centro to be States which fall
outside The purview of the Plarning znd Finance Commissicns have
been constantiy increasing.  (Sce Thavera) : 1978).  However with
regarcé to cducation scctor, no reliable data arce aveilable.

See Hicks (1961) end alsc Birch (1957) for greoter details.  Sec
also McMillan (1981) for a recent account.

Sev Baker (1976:206).

Table 3 which includes plen and nen plan expenditure alsc
supports this view pcint.

Scoe alsge Purchit (1981).

Indecd They are found to be highily incquitcuse Sce Thavera)
(1978) .

Se¢ Panchamukhi (1382)

For instance, the Sceventh Finance Commission (197£.562) clearly
stetas: "Our focus should be specifically on how to place the
financially weaker states in 2 pusition from where with the
guidance of the Planning Commissicn, they cculd get a better
start than has been the cesc in the past, in ebsclute terms as
well as relative t¢ the advenced states. In our view; the rolc
of the Finance Commission shcuid nef be negative, of filling in
the revenuc gaps only, but pesitive in that its scheme of
develution gives & better stert for developmental outlay®,

Sca alsc Panchamukhi (1982)

Al the ccefficicnts ¢f correlation b

Finance Commissions (alternztively Sixth or Seventh) and the
indicaters of educetional development arcvery low. It was as
lew @s (+) 0.2483 with !literzcy level (1971), and between the
allocations and enrolment ratios at primary and middle luvels or
cducation The cocfficients are in fact negative, (=) 0.2208 and
(=) 0.4202 respectively. f the coctficients are nea gative, cie
may view the allocation of the Finance Scmmission to be fdqurinn
the wezker states. With respect te cnrolmeat ratio ot nrimary
level, a level which is of scriocus concern for 5:5th the Centre
wnd states, the coetficient ¢f corraintion is too low o caro
tor.

setweon the awerds of the
i
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30.

31.

f+¥ is generally belicved that therc is 2 built-~in-mcchanism
through which the developed states goet iarger oltiocations at the
cost of peer cnes from the Finance Commission.  Seo e.g., Purchit
(1981)and Nair (1982). But FPanchamukh? (1€82. does not agree
with this view point. Even with respect o non-plan oxpenditure,
he feels thet "the weekor states should spoand mere in The
future™ He argues: “if we teke ol! the states together ond
evatuate their forecosts in relation ¢ The cducaticonal level
achieved by them, then one should expect that the cducationally
better off states should plan to spond ‘relatively? less ¢n nen-
plan items (assuming away “he fincneicei s7fects ¢ the ‘upticn
effects? ¢f lowur educetion for higher educaticn as the
fultfilment oi these opticns cught to be @ part of sian rether
then the non-plan'

However it has to be borne in mind thet Wit is oxfremely
doubtful as to whethor even @ deliberate attompt on the part of
the Finance Commission tu 2liccate The total amcunt transferred
between the states in such a2 way os to reduce inter-state
desparities in tevels of living, would have lcd to reduction in
these™ significantly (Nair: 1982: 105). After-gll, bigger weuld
be the allocaticon by the Finance Commission to e state, biggur
the allocation by the Planning Commission to it in the carlier
plan pcricd.

Sce Gulati & George (1978), and Guorge (1982).

Interestingly we find that tho cutleays cpproved by the Planning
Commission {(for the Sixth plzn) end the ewards recemmenced by the
Finance Commission (Seventh) arc pesitiveoly and significantiy
related, the coefficient of correlaticn baetweon the two being
0.6218.

See also Chaudhuri (1983).
Sce alsu Tilek (1980 and 128825 .

Panchamukhi (1982) alsou cencludes: YOn the whole, The educaticnea)
finances of the state governments ore 2 result more of o
political precess which, muest offen is not hasaed upon sound
economic logic and rigorous calculations™ Sco elsc Chatterji
(1971).

Sce Fields (1974) and Tilak (18803 for 2 descripticon ¢f the
dangers involved in the politicel model.

Mcre clearly on finencial side the frend in India can be easily
ncted. As against a mecagre Rs.C.! million in the first half of
the 197h century, The Centre's contribution to cavceTion in the
Sixth Five Year Plan alons is obove ®s.8C00 miliion The
concentreticn process is somewhat universal: 'The
responsibilitics of educetivon get concentrated in toderal
government of the country cver 2 pericd ©f time’.  Sse Pzacock &
Wiscman (1961).

31



T

<

Uy
i
£y

2

=t Canc



REFERE CES

Baker, MJ.A. (1976) The union znd the stafes in bducetion (New velhi,
Shabd Samachar)

Bhandari, RJ&. (1982) "Analysis of Anncal plan of Educetion: 1982-83%
(New Delhi, Ministry of Educetion) mimeo

Bhat, L.S. ot ar. cds. (1982) Regional Incgualitivs in india (Now
Lelhi, Socicty fer the Study of Regional Dispurities)

Birch, A.H. (1957) Fedueralism, Finance as Social Logislation in
Canada, Australia and the United Stetes (London, Oxford:

Carter, G.E. (1982) "“The Federsl impect of Financing Higher tducaticn
in Cenada’, Occasional Paper No.25 (Centre for Rescarch on Fideral »
Financial Reluticns, The Australian Nationel University, Canberra)

Chaudhuri, Mrinel Dutta (1983) "Economic Regula®ion and Planning®,
Scminar No.289 (Sept) 29-32

Chatterji, A. (1971) The Central Financing of Statc Plans in the
Indian Federation (Calcutta, K.L. Mukhopadhyaya)

Ficlds, G.S. (1974) “Allocation of Resources *o Education in loss
developed countries®, Journal of Public Economics 3/2 (iey 133-43

Finence Commission (1973) Report of the Finance Commission 1973
(Dethi)

Finence Commission (1978) Report of the Finance Commission 1978
(Delhi)

George, K.K. (1982) '"The Fiscal Transter Mechecnism in Indiz : An
Appraiseai®™, in L.S. Bhat et al, eds., 74~G7

Guiati, 1.S. & K.K. George (1978) "inter-state Redistritotion through
Budgetary Transfers®, Economic & Politicai sleckly 13,711 {dMarch 18)
2328
< LD

Gulati, S. (1983) “Finencial Reletions®, Seminer No.Z89 {(Sept) 33-38.

Hicks. U.K. ¢d., (1961) Fu:deralism and LCconomic Srowth in
underdeveloped countrics (London. Gecrge Allen & Unain)

Lekdawala, D.T. (1967) Union-state Financial K.:lations (Bombay,
Lalvani)

Majumdar, G. (1982) “Trends in inter~State incqualities in and
expenditure in India", in L.S..Bhat et al., eds., 24~34.

McMillan, M.L. (1981) "Local Inter governments Relaticns in Australia
and Canada®”, Occasional Pepcr Ne.23 (Centro for Rescerch on Fadoral

Financial Relations, The Australien Nationai University, Canberra).

33



MOE : WMinistry of Educotion (1968) Procecdings of the Tenth

Conference cf Stete Education Mirnisters (New uxihs)

MOE © Ministry of Education (1880) Trunds ot Expendiiurc on Education
1568~69 -~ 1973-79 (New Delhid

Naik, J.P. (1962) "The Role of The Governmont of Indie in tducation®,
in Educetional Studics znd lnvbsfxdcilons 132 (New Dethi, Metional
Council of Educationz!| Kuscach & Training)

Naik, J.P. (1964) "The Rcole of the Cen*rals Stete and Local
Governments end Voluntary Agencies”;, in The Indian Ycer Book of
Education, 433~51 (Ncw Dclhi, Hationai Council of Educetional Reseach
& Training)

Naik, Jo'e (1982) Education Commission and After (Mow Deihi, Allied)

Naik, J.P. & S. Nurullsh (1945) A students History of Educaticn in
india (1800-1973), Sixth Revisad Edition 1974 (D Thi, Macmitlan)

Nair, K.R.G. (1982) "Financc Commission and Inter-state Disparitics in
ftndia“, in L.S. Bhat ¢t al, ¢ds., 98-113.

Nautiyal, K.C. (1982) "Educaticn &s a concurrent Sub ject®, Journal of
Indian Education 8/2 (July) 26-32.

Penchamukhi, P.R. (1982) "Educaticnal Finances in & Federal
Framcwork™, paper presented in the Seminar on Mobilisation of
ARdditional Rcsources for Education (New Dcihi, hatioral institute of
Educational Planning & Administration) mimeo

Fandit, H.N. (1976) "Investment in indian Education®, Occassional
Paper Ne.d? (Paris, UNESCO - 11EP)

Peacock, AT. & J. Wiseman (1967) Growth ot Pubiic Exgenditure in fthe
United Kingdom (NBEK/Princeten, Princeton University Press)

Planning Commission (1978} Draft fFive Year Plan 1978-83 (Govternment
of lIndia, New Delhi).

Prakash, Brehm (1978) "The¢ CDemand for and Financing of Highcr
Cducation in Caneds®, Journzl of Higher Lducation 3/3 (Spring) 345-55

i

Purohit, M.C. (1981) "A stucy in Union-state Relations®, in A. Singh &
G.U. Sharma, cds.;, University and College rinances, 208-214 (Now
Dethi, Association of Indian Universitics)

Rajkrishna (1978) A Morc Equitable Distribution of Resources™, in
Finance Commission (1978) . 108-22

Rao, V.K.RV. (1972) "Centre state Relations in tducation”™, in S.k.
dain et @l, «ds., The Union znc the States, 178-386 (Ueihi, Naticnal)



Rao, V}K.R.V. (1978) "SDPs and NBP - 1960-61--1976-77", Prof. C.N.
Vakil Endowment (1978) Lectures, (Bombay, University of tombay) mimec

Singh, R.P. (1977) “Education on the Concurrent List ~ A Historical
Analysis™, Education Quarterly 2S/1 (hpril) 1-4

Thavaraj, M.J.K. (1978) Financial Management of Government (New Delhi,
Sultan Chand & Sons).

Tilak, Jandhyala B.G. (1979) "inter-state Disparities in Educational
Development®, Eastern Economist 73/3 \Ju!y Z0) 140~65 Reprinted in
K.R.G. Nair. ed., Regionel Disparities in India, 33-47 (New Delhi,
Agricole, 1981) . :

Tilak, Jandhyala B.G. ¢1980) "Al location of Resources to Education in
india", Eastern Economist 75/9 (August 29) 536-42

Tilak, 'Jandhyala B.G. "Educational Planning, and International Economlc
Order", Comparative Education 18/2 (July) 107-21 (1982)

Tilak, Jandhyala B.G. (1983) "On Allocating Plan Resources to
Education in India", Margin 16/1 (October) 93-102

Veeraraghavan, J. (1982) "Non-Plan Resources for Education: Theé role
of Finance Commission", Paper presentcd in the Seminar on Mobilisation
of Additional Resources for Education (New Lelhi, National institute
of Educational Planning and Administraticn) mimeo.



Appendix: SDP and Educational Development Index by states in India
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Figures in () arc rank order. scores.

State

(1) (2)

1. Andhra FPradesh
2. Assam

3. Bihar

4. Gujearat

5. Haryana

6. H.P.
7. JoK,

8. Karnataka

9. Kerala

10. Madhya Pradesh
11, Maharashtra
1Z.°  Manipur

13. _ Meghalaya

14. Negaland

15.. Orisse
16.. .~ Punjab

17. Rajasthan

8.  Temil. Nadu
19. Tripura

20. Uttar Pradesh
21. West Bengal
Note * 1975-76
Source

069 (21)
1341 (4)
1472 (3)
1165%(5)
837 (14)
99g (1)
966 (8)
779 (19)
1489 (2)

904%(11)

B9G*{13)
949%(10)
696 (20)
1812 (1)
887 (15)
- 950 (9)
872%(16)
809 (18)
1142 (63

Irndex.
1975-76
(4)
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27.8 (2)
1.9 (18)
21.7 (5

© 9.8 (20)

19.1 (9)

te.4 (15)
16.8 (14)
17.0(13)

_Col. 3: 1976-77 SDP Per Copita : Rao (1978)

1875-76 SOP Per Capita

Col. 4: Tiiak (1979)

: Mejumdar (1982)
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