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DISCRIMINATORY PRICING IN EDUCATION 

Abstract

The a ttem p t o f the paper is  t c  exp lo re  the  p o s s i b i l i t i e s  of 
moulding the  fee  as a p o te n t ia l  in s trum en t of (a) m o b i l i s a t io n  of 
additional resources,: and (b) preventing perverse e f fe c ts  of
the p u b l ic  s u b s id is in g  system. I t  is  argued in the paper th a t  a 
sys tem  o f  d I s c r i m i n a t o r y  f e e  s t r u c t u r e  can a ch ie ve  the tw in  
ob je c l ive s .  The suggested model of d isc r im inato ry  p ric ing  system is 
based on sound p r i n c i p l e s  o f  t a x a t i o n  in p u b l i c  f i n a n c e .  
S p e c i f i c a l l y ,  the argument of the present authors is based on (a) cost 
of e d u ca t io n ,  (b) paying c a p a c i t y  of the d i r e c t  b e n e f i c i a r i e s  of 
education and (c) the rewarding pattern. The cost of education is an 
increasing function over the years, and the fee level remaining more 
or less unchanged, the cost-fee d isp a r ity  has been widening pver the 
ye a rs .  Second ly , the paying  c a p a c i t y  of the  b e n e f i c i a r i e s  has 
in c reased  o ve r- t im e ,  and more im p o r ta n t ly  i t  v a r i e s  s i g n i f i c a n t l y  
among the b e n e f ic ia r ie s .  Further, the benefi+s of education a lso  vary 
among the b e n e f ic ia r ie s .  Kence keeping a uniform fee s tructure  tha t  
too a t lower level w i l l  r e s u l t  in under-optimum level of resources for 
edu ca t ion  on the  one hand, and in r e g r e s s iv e  system of p u b l ic  
s u b s id is a t io n  of educa t ion  on the o th e r .  I t  is  shown in t h i s  paper 
th a t  by r e s t r u c t u r in g  the fee system acco rd ing  to  the  p r in c ip l e  o f 
a b i l i t y  to  pay, under the  p re se n t  c ir cu m stan ce s  i t  w i l l  be more 
ra t iona l and lo g ica l.  And a model of d isc r im inato ry  fee is advocated 
for such a ra t iona l system of p r ic ing  education.

I t  has been e m p ir ic a l ly  shown tha t even i f  we exempt 50  ̂ of the 
to ta l students belonging to  r e l a t i v e l y  less be t te r-o ff  fa m il ie s  from 
paying fees, the to ta l  fee contribution  in higher education sector in 
India w i l l  be several times higher under d isc r im inato ry  p ric ing  system 
than under a non-discrim inatory system. Together with d isc r im inato ry  
p ric ing , a d isc r im inato ry  system of incentives has a lso  been advocated 
so as to  ensure (a ) m e r i t  is  rewarded, and (b) le ss  p re v i le g e d  are  
b e n e f i te d .  The v ir+ ue  of the  suggested model Is t h a t  i t  not o n ly  
generates more resources for education but a lso  more importantly i t  
makes the educational system less regressive, i f  not progressive. I t  
is a lso  argued th a t  th is  is better  than other a l te rn a t iv e s  genera lly  
suggested, v iz .,  steep r i s e  in fee uniformly for a l l  and the repayable 
loan scholarsh ip  system.



DISCRIMINATORY PRICING IN EDUCATION

Jandhyala E .G . T i lak  
N.V. Varghese

1. In troduction

Multi-source funding pattern of education is quite commcn in most 
economies of the  modern w o r ld .  Ed uca t ion  in In d ia  is  funded by the 
s ta ts , the p r iva te  ind iv idua ls  and the community, which are commonly 
grouped in to  tw c  sources  o f funding, government and p r i v a t e .  The 
government sources include centra l government, s ta te  government, and 
local bodies. P r iv a te  contr ibu tions to education can be d ivided into 
two c a te g o r ie s ;  the  v o lu n ta r y  c o n t r ib u t io n s  and non-voI u n ta ry  or 
compulsory payments. The donations and endowments are a f a m i l ie r  part 
of p r iva te  vo luntary contr ibu tions. The other less fa m i l ia r  source of 
vol untary contr i but ions in c lud es  households which meet m ain tenance 
exp en d itu re  o f the  p u p i ls .  Fee on the o th e r  hand, is  a com pulsory  
payment.

A glance a t  the trends in the shares of these respective  sources 
during the post independence period revea ls  tha t +he terms of trade in 
term s of f in a n c ia l  burden is  s y s t e m a t i c a l l y  s h i f t e d  tow ards  the 
government s e c to r ,  and c o r re s p o n d in g ly  the shares  of o th e r  sources  
d e c l in e d .  And the  d e c l in e  was more sharp in the case  of p r i v a t e  
v o lu n ta r y  c o n t r ib u t io n s .  S t a r t i n g  from a 2/3 share of the  s t a te  
(including local governments) in the to ta l educational finances a t the 
beginning of the planned e f fo r t s  in India, i t s  share has increased to  
more than 4/5 by 1980-61. The p r iva te  vo luntary contr ibutions showed 
a deci in ing  share  from 1/9 to  1/3. And the fe e s ,  on the o th e r  hand, 
showed a least dec lin ing  trend from 1/5 to  1/S.

The e f f ic ie n c y  of the government sector to  contr ibute  fu rther is 
d o u b t fu l  and under such c o n d i t i o n s  o f  r e s o u r c e  c o n s t r a i n t s ,  
e x p lo ra t io n  of ways and means o fm o b i l i s in g  a d d i t io n a l  r e so u rce s  
becomes one of the important tasks. In th is  context, there have been 
arguments to  m o b i l is e  a d d i t io n a l  re so u rce s  from non-governmenta I 
sources. I t  is genera lly  argued th a t  fee can be used as an e f fe c t iv e  
source of m ob ilisation  of add it iona l resources.

Fee is a p rice  for education, however nominal may be, never being 
equ iva lent to  the average or marginal cost of education. The common 
argument is for a general r i s e  in fees. At the sametime, i t  is also 
feared tha t such a general r i s e  in f^ces may be against e g a l i ta r ia n



ob jec t ives  of the welfare  s ta te .  Since there e x is t s  inequa lity  in 
access to education^ i t  is not j u s t i f i a b le  to t re ^ t  the b en e f ic ia r ie s  
of edu ca t ion  •squally. Ir> fsctj,  equal ■*'reatmentof unequals is  an 
in s idous  way of p e rp e tu a t in g  in e q u a l i t y .  I n ^ t h i s  sense, the 
ind isc r im inate  subsidies given to education in the form of low fees, 
as a t  p resents  in r e a l i t y  means u n favo u rab le  d is c r im in a t io n .  I t  
d is c r im in a t e s  a g a in s t  the le ss  p re v i le g e d .  To reduce the perverse 
e f fe c ts  of such a system of public  subsidy, we in th is  paper argue for 
an a l t e r n a t i v e  r a t io n a l  system of p r i c in g  e d u ca t io n  - a system o f 
d isc r im inato ry  p ric ing  based on the cost of education on the one hand 
and the le v e ls  o f income of the  benef i ac i ar i es on the  o th e r .  I t  is  
a lso  shown in the paper tha t  such a system of a d isc r im inato ry  p ric ing  
in edu ca t ion  se rves  the  tw in  o b je c t i v e s  of making educa t ion  le ss  
regress ive  and m obilis ing addit iona l resources.

The paper is organised as follows^ the fo llow ing section 
discusses co n f l ic t in g  approaches to  p r ic ing  education under d i f fe re n t  
economic system s. Then we d esc r ib e  in S e c t io n  3, the  gradual 
e v o lu t io n  of f in a n c in g  p a t te rn  of educa t ion  in Ind ia  in genera l and 
the fee  in p a r t i c u l a r .  In S e c t io n  4, the  r a t i o n a l e  and o p e ra t io n a l  
s i g n i f i c a n c e  o f d i s c r im in a t o r y  p r i c in g  w i l l  be d iscussed . In the 
a n a ly s i s  i t  wi I I be shown th a t  such an a l t e r n a t i v e  model of p r i c in g  
education system in India would provide more resources for education, 
besides being more equitous in nature. Under d isc r im inato ry  p ric ing  
system the d is t r ib u t io n  of incentives namely the scholarsh ips should 
a lso  be d isc r im inato ry  in nature. We o u t l in e  such a d isc r im inato ry  
s c h o la rs h ip  system in S e c t io n  5. The l a s t  s e c t io n  sums up the 
im p lica tions of the ana lys is .

2. P r ic in g  Education: Towards a General Approach

Fee is a p rice  for education. The determination of th is  p rice  
depends on the genera! approach towards education. Consequently, the 
p rice  of education var ies  among d i f fe re n t  economic systems fo llow ing 
varying p o l i t i c a l  set-ups.

In c e n t r a l ly  planned or s o c ia l i s t  economies, education is 
financed and con tro lled  by +he s ta te .  in these economies education is 
a socia l necess ity  and a form of socia l investment. Therefore, i t  is 
the soc ia l bene f it  ca lcu la t io n s  and economic necess it ies  in terms of 
tra ined  manpower tha t determine th-i amount of education to be 
provided. Since education, l ike  the other productive sectors, is 
w h o l ly  funded by the s t a t e ,  the  p r ic e  of e d u ca t io n ,  i f  any, is  
p r im a r i l y  m eant fo r  s o c ia l  accoun ting  and i t s  impi i c a t io n s  fo r  the



indiv idual who rece ives  education are !ess= As a re su lt ,  thr issue of 
tees  e i t h e r  as e funding source  or as a p r ic 3  of educa t ion  f in d s  e 
r s i a t i v e i y  less s ig n i f ic a n r  place in thase economies.

On the other hand^ in purely competitive market based fras 
enterp rise  economies, educaTion becomes a commodity to be sold and 
purchased in T h e  market. F 'ro f it  being the mctiva+ing fac to r , 
education should be priced so as to cover the f u l l  cost of
production, inclusive: of normal profi+s. The amount of education 
purchased by T h e  ind iv idua ls  depends on th e ir  estimation of the future 
benefi~s tha t  may accurue from education to  them on the one hand, and 
th e ir  purchasing power on the other- According to th is  view, in
contrast to the e a r l i e r  one, the demand for education, e sp e c ia l ly  a t 
higher le ve ls ,  is based more on indiv idual des ire  than on socia l 
necess ity .  This individual des ire  is guided by the p r o f i t a b i l i t y  
ca lcu la t io n s .  In other words, demand for educaiion in these economics
depends on the purchasing capac ity  of the individual on the one hand
and the a l te rn a t iv e  channels of investment on the o ther. Ind iv idua ls  
demand education, only i f  investment in education brings more benefits  
than those from other forms of investment. The argument, in short, is 
th a t  since indiv idual prof i t s  are the guiding force in seeking 
education, expenditure on i t  should be considered as a personal 
investment and fo llow ing from +his the ind iv idua ls  should be charged 
the fu l l  cost of providing educational s-^rvices.

One may f ind , r ig h t f u l l y  too, th a t  th is  is jus+ an extreme 
view.^ A more common pattern which ex is ts  in a l l  non-'soc i a I i s t 
economies is character ised  by the co-exisrance of both p r iva te  and 
public sectors in the financing and management of education. In some 
cases, the s ta te  funds the education system, but a substantia l 
proportion of the in s t i tu t io n s  are managed by the p r iva te  agencies. 
In some other cases, education is provided simultaneously in the 
economy both by the p r iva te  and pub lic  sectors, each sector taking the 
fu l l  re s p o n s ib i l i t y  of both finances and management. One can 
genera lise  tha t in a l l  models of financing educaTion in non-soc ia lis t  
economies of the modern period the finances are necessa r i ly  shared by 
the public and p r iva te  secto rs . And in these economies, the p ric ing  
of education namely the det'-rmination of fees assumes much 
s i gn i f i cc-nceo Un I i ke i n the see i a I i s t  econom ies , a fee  is  charged, 
b u t u n l i k e  in -̂ he p u re ly  c o m p e t i t i v e e c o n c m ie s ,  i t  is  le ss  Than the 
f u l I  co s t  of edu ca t ion . The e x te n t  To which the p r ic e  is f ix e d  
va r ie s ,  on the whole, in ve rse ly  w ith the level of centra l planning and 
co n tro l  th a t  can be e x e rc is e d  by the  s ta te  on the one hand and the  
approach towards education on the other.



Educa+tcn by naturs i s  a public marl'!' good (Musgravej 1959) more 
so in mixed aconomies or a N e e s t  e 'quasi pub lic  good*; p a r t ic u la r ly  
as fa r  as h ig h ? f  ‘Education  i .s c o n c e r n e d  (Esiaug;, 1970, 107);, end
ther<?forfs, i r  can hot b..- l e f t  s n t i r e ly  to  tho p r o f i t  mo+jvatad p r iva te  
sectors. S ta te  int^rven-^'icn in the educational soctcr is abso lu te ly  
e ssen t  i a I , as markei- machan I sm does not succeed i n the  p rcv  i s i on of 
education  due to (a ) ’p u b l ic  goods',, (b) consumer igncrance ; (c ) 
T « ^ c h n i c a i  econcm ies o f scah-;, ( d )  e x t e r n a l i t i e s  i n  p roduct ion/  
consumption, and ( 3 ) in h e rsn t  im p e r fe c t io n s  in the market (B lau g  & 
Mace, t983j see aisc' Psacharopoulos, 1984). The sta+t intervenes i n  

T h e  system p r im a r i ly  to  r e d i r e c t  and f ac i I i ‘•'Gti-' the functionainn of 
marker mechanism towards goals ih a t  so c ie ty  values more then economic 
e ffec iency  ( W a l t e n b r g e r 1971). For instanc*.-;; eq u a l i ty  is one of the 
considerations of the modt;rn welfare s c c ic t ie s .  Therefore;, the s ta te  
shou Id use educat i on as a too  I to  break +he eye I e o f p o ve r ty  and, in 
th is  context, education should not b-: seen a‘- a ccmmcdity to be sc Id 
in the  m arket fo r  those  who can pay for it«  On rh "  e th e r  hand; 
educat ion  should  be p r ic e d  in such a way as t o  make i t  a c c e s s ib le  to  
the  poorer sccti-^ns or a o c i ? ~ y .  S in ce  s t a t e  i s  co ns ide red  to  be an 
agency which h a s  more power and freedom T o  perce ive  Ic-ng run benefits  
of education incluaing the equity ccnsiderat ions, her in tervention  is 
a l l  t h e  m o r e  i m p o r + a n t  a n d  e s s ^ n t i a K

Because o f the  'pub I icn ess ' and th e reb y  th e  stati-i in t e r v e n t io n ,  
education in ihese economies is provided under the administered market 
or to some ex ten t s ta te  control I<"‘d markets. This by i t s  very nature 
necess ita tes administered p r ices  r a th e r  than p r ic e s  based on p r o f i t  
motivations. Therefore, the thus de+ermined p r ices  w i l l  be + 
but le ss  than the  demand supp ly  determ ined  merkei p r ic e s .  In o the r  
words, fees in these economies w i l l  be less than the av -̂̂ rage cost of 
providing education,

S ta te  in t e r v e n t io n  and p r ic ^  d e te rm in a t io n  a c c o rd in g ly  is  
p o s s ib le  in the  e d u c a t io n a l  s e c to r  b‘'c a u s “  o f the  unique na tu re  of 
investment in educc+ion» What we charac te r ise  as to ta l  investm<='nt in 
education is  in fa c t  compcscid of invesiment made a t two domains namely 
the in s t i tu t io n a l  domain which s e l l s  the educational se rv ices  and the 
individual domain which purchases education (Mujumdar, 1983). And in 
the  absence of in ves tm en t from c i the r  source  th e re  is  I ik e l y  to  be 
under-3I Io c a t io n  of r e so u rce s  for educa t ion  (Pancham ukhi, 1977-b). 
A f t e r a i l ,  a system of education which a llow s mixed p r iva te  and public  
financing generates more support by the community for education than 
fu l l  p r iv a te  or public  f inancing (StubbIebine, 1965).



In these economies, expenditure on education is  a socia l as well 
as in d iv id u a l  in ves tm en t. I t  is  a s o c ia l  inves+ment because the  
future benefits  are received  by soc ie ty  a t  large. On the other hand* 
i t  is a p r iv a te  investment a lso  because, those who are educated earn, 
during th e ir  l i f e  time, mere than those who are not. Because of th is  
very nature there is always a case for changing terms of trade between 
the  s t a t e  and the in d iv id u a ls  to  dec ide  t h e i r  r e l a t i v e  sha res  of 
c o n t r ib u t io n  to  educattcin. Bu t  the  f a c t  o f  the  m a tte r  is  t h a t  both 
p a r t i e s ,  though r e l u c t a n t l y ,  a re  w i l l i n g  to  pay fo r  ed u ca t io n .  
A c t u a l l y  i t  was p a r t l y  due to  t h i s  w i l l i n g n e s s  r e s u l t in g  from th e  
r e a l i s a t i o n  reg a rd in g  the fu tu re  b e n e f i t s  th a t  a cc ru e , the p r i v a t e  
funding or purchasing of education came into existence. One may go a 
step fo rw ard  to  add t h a t  perhaps i t  was the p e n e t ra t io n  of p r o f i t  
motivated c a p i t a l i s t  ideology in the educational f i e ld  tha t  marked the 
beg inn ing  of p r i v a t e  in ves tm en t in ed u ca t ion . T h is  a ls o  c o in c id e d  
w ith  the  development o f c a p i t a l i s m  in a l l  o th e r  s e c to rs  o f the  
economy. The emergence of p r i v a t e  f in a n c in g  in educa t ion  in In d ia  
amply t e s t i f i e s  th is  case.

3. Financing of Education in Ind ia ; Evo lu tion  of Fees

Educa t ion  in Ind ia  in the  e a r l i e r  per iod  was co n f ined  to  some 
s p e c i f i c  high c a s te s  and was f r e e  o f f i n a n c i a l  burdens. The 
ind igenous type  of educa t ion  w ich e x is te d  b e fo re  the  a r r i v a l  of the  
B r i t i s h  was a lso  free but for the opportunity costs  of the students. 
But th is  does not mean tha t  education was not e l i t i s t  in nature. But 
t h i s  el i t i c i s m  was l a r g e ly  c a s te  based and in consonance w ith  the  
caste h ie ra rch y .

The missionary education, which sowed the seeds of modern Eng lish  
e d u ca t io n ,  was a ls o  f r e e  fo r  the  in d iv id u a ls  who sought itc  Many a 
t im e  in c e n t iv e s  were g iven  to  a t t r a c t  s tu d en ts  to  the  m is s io n a ry  
schools. At the sametime, these were not provided by the S ta te , but 
by the p r iva te  vo luntary organisations. The reasons for such spending 
on the part of the m iss ionaries  and other vo luntary  organisations were 
no+ n e c e s s a r i l y  the  immediate g a in s ,  but the  fu tu re  p o l i t i c a l ,  
r e l ig io u s  and thereby long-run economic ga ins .  However, m is s io n a ry  
edu ca t ion  cu t  a cross  the  c a s te  h ie r a r c h y .  And th e r e fo r e  i t  was not 
c a s te  e l i t i s t  in n a tu re . On the o the r  hand, the thus p rov ided  
education was based on the misconception th a t  the missions could do 
fo r  In d ia  whet the  churches did fo r  the poor in England (Naik  & 
Nurullah, 1945: 121).



P r iv a te  financing in modern Indian education s tarted  along with 
s t a t e  fund ing . I t  was the  C h a rte r  Act o f  1813 t h a t  i n i a t i a t e d  a 
control on the missionary education and made a provis ion  for f inancing 
ed u ca t ion  from the funds of the  E a s t  In d ia  Company.^ I t  may be 
noted tha t  East India Company a t  th is  time was a s ta te  agreed p r iva te  
en te rp r ise .

However, fee as a p rice  for education, however nominal i t  might 
be, was in troduced  o n ly  by t h a t  1844 Order. The reasons fo r  
introducing fee were not economic but purely p o l i t i c a l .  For instance,
the  1844 Order of the  Government o f Bengal observed ; ......a l l
boys who may come for ins truc tion  to these schools should be compelled
to  pay a m onthly sum, however s m a l l ,  fo r  t h e i r  t u t io n  ......... The
necess ity  for payment tends to induce more respectab le  c lasses  to  send 
th e ir  ch ild ren  to  government schools which would otherw ise be attended 
by those of the lowest order'*.^ The immediate o b je c t iv e  was to make 
education e l i t i s t  who would form a p o l i t i c a l l y  supportive group for 
the B r i t i s h ,  which proved to  have been r e a l i s e d  in the  fo l lo w in g  
years.

L a te r ,  the  Woods Despatch a ls o  advocated  fe e s ,  but a t t r ib u t e d  
a l to g e th e r  d i f f e r e n t  reasons fo r  i t ;  ” ...».....an e n t i r e l y  g r a tu t io u s
educa t ion  ( i s )  va lued  fa r  le s s  by those who r e c e i v e  i t  than one fo r  
which some payment, however small is made ... .. ..(further, i t )  induces
a more r e g u la r  a ttendance  and g re a te r  e x e r t io n  on the p a r t  o f the  
pupils"'^ (words in parentheses added).

Another, perhaps most important, change th a t  took place with the 
Woods Despatch was th a t  i t  made a provis ion th a t  grant in-aid would be 
given only to  those schools which charged a monthly fee to  a l l  th e ir  
s tuden ts  and t h a t  lo ca l  community had to  pay a p a r t  o f the  c o s ts  o f  
education. By doing th is  ( i )  the B r i t i s h  (5overnment was able to  stop 
f in an c ia l  ass istance  to  a l l  indigeneous schools; and in fa c t  many of 
these schools disappeared subsequently which gave the B r i t i s h  a better  
co n tro l  on t h e e d u c a t io n a l  system;; ( i i )  the  f i n a n c i a l  burden of the 
g o ve rn m e n t  was r e d u c e d ,  and ( i i i )  th e  e l i t i s t  c h a r a c t e r  was 
m a in ta in ed .  As Carnoy (1974) noted, t h i s  p ro v is io n  in f a c t  "was in 
part a r e f le c t io n  of c a p i t a l i s t  ideology (B r i t i s h  influence) tha t  the 
s ta te  should not take the whole r e sp o n s ib i l i t y  for education."

A ll  th is  had fa r  reaching im p lica tions as we have experienced, so 
fa r  as the  emergence of the  p a t te rn  o f  fund ing  and management of 
educat ion  in In d ia  was concerned. We have a l r e a d y  noted t h a t  the  
share of the s ta te  sector in educational finances has reached as high



as 85%, and the share of the p r iva te  sector has been rap id ly  dec lin ing  
(see T i lak j  1980 and 1983). One could have ju s t i f i e d  th is  phenomenon 
in India, in terms of the prescribed s o c i a l i s t i c  pattern of soc ie ty , 
i f  the management of the educational in s t i tu t io n s  was also increasing 
in proportion to the increase in governmental share in the finances. 
Bu t what is  happening in Ind ia  is  t h a t  an in c re a se  in the  share  of 
f in a n c in g  of educa t ion  by the government is  going a lo n g w ith  the 
phenomenon of increase in the number of educational in s t i tu t io n s  under 
p r i v a t e  management. In a d em o cra t ic  po I i t i c a l  sat-up and which is  
a lso  a mixed economy in character, through the influence of p o l i t i c a l  
partners and through the influence of corporate sectors p a r t i c u la r ly  
in c a p i t a l i s t  economies many a government is  succumbed to  such 
pressures. The unbalanced ro le  of the government in management and 
f i n a n c in g o f  educa t ion  r e f l e c t s  ’'p r im a r i l y  the  f a i l u r e  to  se p a ra te  
sharply the question what a c t i v i t i e s  i t  is appropriate for government 
to  f in a n ce  from the  question  what a c t i v i t i e s  i t  is  a p p ro p r ia te  fo r  
government to administer — a d is t in c t io n  th a t  is important in other 
a reas  o f government a c t i v i t y  as wel I'* (Friedman* 1955). T h e re fo re ,  
our p lea  is  th a t  the in c re a s in g  governmental exp en d itu re  on and 
increasing p r iv a te  management of education in India should be seen in 
th is  broader world-wide phenomenon.

Given the  e m p ir ic a l  r e a l i t y  th a t  governm enta l share  in t o t a l  
educational budget is increasing, the more im portan t q ues t ions  th a t  
can be posed a re . is  t h i s  p a t te rn  of p a r tn e r s h ip  d e s i r a b le ?  i f  no+, 
what shou Id be the  sh a r in g  p a t te rn ?  and f i n a l l y  how can the d es ire d  
pattern be achieved? The nature and level of f in an c ia l  partnership 
and management of in s t i tu t io n s  depend on the ideological o r ien ta t io n  
and p o l i t i c a l  compulsions of the s ta te . In a system oriented towards 
s o c i a l i s t i c  pattern, the des irab le  pattern requ ires  the government to  
assume more r e s p o n s ib i l i t y  both in finances and control or management. 
The la t te r  w ithout the former is des irab le  but not possib le in mixad- 
economies. On the o th e r  hand, the  form er w ith o u t  the l a t t e r  though 
not des irab le  is more possible and has been perhaps more probable in 
c o u n t r ie s  l i k e  In d ia .  A more d e s i r a b le  p a t t e rn ,  however, is  an 
in c re ase  in the share  o f the s t a t e  in management to g e th e r  w ith  an 
increase the share of the p r iva te  sector in finances.

As we have seen e a r l i e r  p r iv a te  contr ibutions have two components 
o f which v o lu n ta r y  c o n t r ib u t io n  is  ve ry  o f te n  a w is h fu l  th in k in g .  
T h e re fo re ,  the on ly  op t ion  l e f t  is  to  seek the  d e s i r a b i l i t y  and 
p o s s i b i l i t y  of in c re a s in g  the  share  of the  com pulsory  component, 
namely the fee. And now we w i l l  turn our a tten t ion  to  th is  question, 
f i r s t l y ,  by a n a ly s in g  the p re sen t  c o n t r ib u t io n  from fe e s ,  and



secon d ly ,  by d is c u ss in g  th ?  d e s i r a b i l i t y  c r  n c n - d e s ir a b i I  i t y  of 
a l te r in g  the ex is t ing  feft s tructu re .

Contribution of Fees ip India

The t o t a l  ’ f e e s ’ c o n s is t s  of (a ) t u i t i o n  tea ,  and (b) o the r  fe'.-;s 
which in c lu d es  s p e c ia l  fees,, exam in at ion  feeS j la b o ra to ry  fee , 
e l i g ib i  I i t y  fee ,  t r a n s f e r  foe, co n vo ca t io n  fee  e t c .  A! ! com pul sor y 
payments made by the studsnts to 1he school/col I ege/un i v e r s i t y  against 
which a s p e c i f i c  e d u ca t io n a l go od/serv ice  is received can be ca l le d  
fees. Throughouf th is  paper we re fe r  to the to ta l  frje, and not ju s t  
tc  the tu i t io n  fee.

Eventhough p o t e n t i a l l y  fee can s u b s ta n t ia  I! y contr ibute to  the 
funds for education, p r a c t i c a l l y  speaking, the em pirica l evidence is 
t o t a l l y  the  o th e r  way. I t  h a rd ly  c o n s t i t u t e s  10$ of the  t o t a l  
expenditur'^ on education in most countr ies  of the world. Even in an 
advanced co u n try  I ike F rance  fee  formed as le ss  as 0.2/ of the  t o t a l  
expenditure on education around 196C. In Federal Republic of Germany 
the co rrespond ing  f ig u re  was 1.25!', and in Japan i t  was 4.4'^. I t  was, 
however, 10.8% in Mnxico, 15  ̂ in A u s tra l ia  and 21% in Canada. And in 
several other countries higher education is t o t a l l y  or almost free.^

In In d ia  the im portance of fee  in the o v e r a l l  re so u rces  for 
e duca t ion  d ec l in ed  o v e r t im e .  From 1881 to  1946-47 fees contributed

- 50% of the t o t a l  income fo r  ed u ca t ion  s e c to r  ( M is ra ,  -1962). 
Since independence, however the r e l a t i v e  share in resources from fees 
declined stead ily the  r e la t iv e  share fa M in g  from 2Q% in 1950-51 to  12  ̂
in 1980-81 as given in Table 1.̂ ' However, i f  we examine the trend in 
the c o n t r ib u t io n  c f  fees  per pupil,, we n o t ic e  t h a t  i t  was doubled 
during 1950-51 to 1970-71 (the la te s t  year for which deta iled  data are 
av a i l  a b le )  from Rs. 9.11 t o R s .  17.38. Bu t t h ' s  g iv e s  f;nly a p a r t i a l  
p i c t u r e .  I f  we a d ju s t  the  fee income fo r  scho I ar sh i p:̂  and s t ip e n d s  
e t c . ,  i t ,  i . e . ,  t h e  ne t f e e s  per p u p i l  has no t in c r e a s e d  
s ig n i f i c a n t ly .



Source-wise Contribu tion  of Resources to  Education in Ind ia

(Percent)

Table No.l

1950-51 1960-61 1970-71 1980-81

Government Sector

Central and State 
Governments 57.1 68.0 75.6 80.0

Local Governments 
( Z i 1 a Parishads. 
M u n ic ip a l i t ie s ,  
Panchayats) 10.9 6.5 5.7 5.0

P r iv a te  Sector

Fees 20.4 11.2 12.8 12.0

Endowments e tc . 1 1 .6 8.3 5o9 3.0

Tot a 1 100.0 100.0 100.0 100.0

Source; Education in Ind ia Vol.
Planning Commission for

1 (Various 
1980-81.

Years );  and

As sown in Table 2 the net fee constitu ted  11.3^ of to ta l educational 
expenditue in 1960-61 and i t  cams down to 8.2$ by 1970-71; and in per 
p up il term s i t  in creased  from Rs. 8 in 1960-61 to  Rs. 11.16 in 1970- 
71.^ Now le t  us look a t  the  c o n t r ib u t io n  of fees  by l e v e l s  of 
ed u ca t ion  in In d ia .  Fee o b v io u s ly  is  an in c re a s in g  fu n c t io n  of the 
level of education, both in terms of per pupil, and as a proportion of 
to ta l  d i r e c t  expenditure. Table 3 shows that a t high/higher secondary 
level i t  constitu ted  19% of the to ta l d ire c t  expenditure in 1970-71; 
and corresponding r a t io  for co llege  (general) level was 39%. But the 
c o n t r i b u t i o n  o f  fe e  income to  h ig h e r  p r o f e s s i o ' a l  ed u ca t ion  
constitu ted  only 11 .̂ The in te rest ing  point, contrary  to the general 
b e l ie f  tha t  emerges, is tha t fee income co nst itu tes  a sm aller part of 
t o t a l  d i r e c t  exp end itu re  in the p ro fe s s io n a l  c o l le g e s  than in the 
u n i v e r s i t i e s  and in the genera l c o l le g e s  and than even in  the  
secondary schools.^



Table No.2

Contribution of Fees to Educational Finance In India

Fees Scholarsh ips Net fees 
(2 ) - (3 )

In mi I l ions 

1950-51 

1960-61 

1970-71

Rs« pel—pupil

1950-51 
1960-61 
1970-71

233.3 
(20.4)
590.3 
(17.2)

1432.4
( 12 . 8 )

9.11
12.31
17.38

543.0 
(47.5 ) 
200.2

(5 .8 )
512.1 

(4 .6 )

21.21 
4.17 
6.21

-309.7 
(27.1) 
390.1 
(11.33) 
920.3 

(8. 2)

- 12.10

8.13
11.16

Note ; Percentage of to ta l educational expenditure is  given in ( ) .  
Source: Education in Ind ia  Vo l. 1 (va r io u s  Years)

Table No.3

Fees In Indian Education, 1970-71

Total Fees 
(Rs. in 
mi I I  ion)

Fees per 
Pup il (R s .)

Fees as % of 
Total D ire c t 
Expenditure

Prim ary 47.1
Middle 68.2
High/higher/Secondary 500.0
CIol leges (General) 368.4
Colleges (P ro fe s s io n a l) 101.0
U n iv e rs it ie s  155.2

1.14
3.39

31.21
164.91
132.03
857.46

2.01
3.99

18.52
39.12
11.18
29.07

Sources Based on Education in Ind ia  1970-71
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S in ce  e lem en ta ry  ed u ca t ion  is  any how expsctcd  to  be t o t a l l y  
f r e t '  and in high/higher secondary education th f  fee incomc per pupil 
a l r e a d y  forms about 2Q% o f thg i n s t r u c t  i ona I c o s t ,  i f a t  a I I  th e re  
e x is t s  any scope fo r  r a i s i n g  the fea income i t  is  o n ly  in the h igher  
educa t ion  s e c to r .  Hence l e t  us co n c e n t ra te  on h igher edu ca t ion  
se c to r ,

Data on the  h igher educa t ion  se c to r  a re  a v a i l a b l e  under th re e  
c a t e g o r i e s ” u n i v e r s i t i e s ,  c o l l e g e s  ( g e n e r a l )  and c o l l e g e s  
( p r o f e s s io n a l ) .  The average  fee  per pup il is  the  h ig h e s t  in the 
u n i v e r s i t i e s ,  Rs. 356 in 1970-71, v/hilc i t  is  Rs. 165 in the  genera l 
co lleges and Rs. 132 in the professional co lleges. Thus, in general, 
the co llege  education is much cheaper than the u n ive rs it y  education; 
and the professional education quite contrary  to  the general b e l ie f ,  
is  much more cheaper than general education (see a lso  Azad, 1975; 98- 
102). The fee  per pup il as a p ro p o rt io n  of in s t r u c t io n a l  c o s t  is  
however, the  h ig h e s t  in the  genera l col leges and the low est in the 
professional col l e g e s . A t  the u n ive rs it y  level the average fee per 
p u p i l  c o n s t i t u t e d  29% o f  th e  i n s t r u c t i o n a l  c o s t s  w h i l e  th e  
co rrespond ing  p ro p o r t io n s  fo r  the general co lleges  and professional 
c o l le g e s  a re  39;  ̂ and ] ]%  r e s p e c t i v e l y .  On the  o the r  hand, the 
rewarding system in terms of wage structu re  favours the professional 
candidates the most.^^ This brings out the reg ress ive  nature of the 
fee s tructu re  and hence c a l l s  for a c loser sc ru t in y .

4. D iscrim inatory P r ic in g

From the above a n a ly s is ,  i t  is c le a r  th a t  the contr ibution  of 
fees is very low in India l ik e  in several other coun tr ies . There is 
a lso  a general consensus in favour of ra is in g  th=5 fee leve ls  ra ther 
s u b s ta n t ia l ly  ( e .g . ,  Ko thari, 1978). This is based on several 
grounds, the most important of which is as follows^

The fee in Indian higher education system is being not only kept 
uniformly a t  low leve ls , but is  a lso  being le f t  unaltered for several 
y ea rs .  On the  o th e r  hand, co s ts  o f edu ca t ion  con t inued  to  in c re a se ,  
thus g iv in g  r i s e  to  an in c re a s in g  c o s t- fe e  d i s p a r i t y  (Tab le  4). 
S tu d ie s  (e.g., Azad, 1975; 90; and A!U, 1978) have shown th a t  in some 
u n iv e rs it ie s  in India only 2.5% of the to ta l ins truc t iona l cost is  met 
from the student fee component. I t  should be noted here tha t the fee 
r e c e ip t s  as r e v e a le d  c o n cc a ls  the  s c h o la r s h ip s ,  s t ip e n d s  and f r e e  
studentships provided to  the students. Therefore, the actual burden 
of fees  is  less  than the  nominal burden as shown by the  data e a r l  ie r
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in Tabic 2 for the whole aducational system. Thoreforej there is a 
strong fee lin g  tha t there should be some re Ie t ionsh ip  (of-course, not 
equa lity )  between what a student pays and whet is spent on him (Singh, 
1981' 219).

Tab 13 No. 4

Fees as a Proportion  of In s tru c tio n a l Cost in Indian jEducation
: 1970-71

Instruc t lona I 
Cost* per- 
Pup i I 
(R s .)

Faes pcjr- 
pup i 1 
(Rs o)

Fees,, as 
Percentage 
Prop,orti,on of 
I ristruct ion§l. 
Cost

Primary
Mi dd Ls . • '
High/Higher Secondary 
Co I I sges' ( Gt n̂ ■râ  )
Col leges (P ro fe s s io n a l ) 
Un ivers  i t i  3s

57.00, 
84,85 

168.56 
421.54 

1180.83 
2942.67

1.14 
3.39 

31 .21 
164.89 
132.06 
855.57

2.01 
3.99 

.18.52 
39.11 
14.18 
29.07

D irec t  Expenditurf;
Source; Based on Education in India Vo I 1, 1970-71

In support of t h i s ,  i t  is  a ls o  ergucd t h a t  demand fo r  h igher  
'education is r e l a t i v e l y  in e la s t ic  to f te  s truc tu re  (Turner; 1959, and 
Handa; 1972). F u r th e r ,  i t  is  a ls o  argued the  in e ve ry  economy, 
e a rn ing s  of the  educated have been in c r e a s in g ,  but t h i s  is  not 
r e f l e c t e d  in the p r ic e  paid by p r i v a t e  in d i v id u a l s  fo r  educa t ion . 
Therefore, to  commensurate for the increasing le ve ls  of earnings, le t  
the ind iv idua ls  pay more for th e ir  education.

While we do agree with th is  w idely  held opinion,- we fe e l,  and t r y  
to  argue here , t h a t  a genera l un iform  r i s e  in fee  le ve l  w i l l  have 
s e r io u s  ad ve rse  im p l ic a to n s .  S in ce  fee  is  a f t e r a l l ,  " th e  most 
r e g r e s s iv e  form of t a x a t  i on... . . . . . .wh i ch f a l l s  more h e a v i l y  on the
poorer c la s s e s  of s o c ie t y  a n d . . . . . ( is )  an an t i-ega I i t a r  i an fo rc e "
(Educa t i on Comm isson , 1966; 111-2) , a n y  re fo rm  on the fee s t r u c tu r e  
should be very carefu I Iy thought of. The im p lica t ions  of the reform 
p a r t i c u l a r l y  on e q u ity  should  bo of th?  ̂ p rim e concern of the  
educational planner in a we lfare  s ta te . Accordingly we argue here for
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a system of d is c r im in a + c ry  p r i c in g  or d i f f . r e n + ia l  fee struc+uro , 
w h e r e in  ft--- w i l l  b- d i s c r  i m i n a te  I y charg-^d ond I mp I rmenri-'d 
incru-m-'ntaI I y and d tHrm inc.d on the basis  of a r-'-asonabI* pcrc'-:ntagf. 
of t h e  co s t  of education  and on r h v  b t s i s  of tht,: ab i I i t y  to  pay of 
th 2 In d iv id ue ii  whc se-jk ‘oducati.n.

In India; higher education is evi,n now - favou rite  sector of the 
p re v i le g e d  groups c f  th.; s cc i.- ty .  Educa t ion  Commission (1966) in 
th e ir  ana lys is  has shown how Indian higher :ducation system is skewiid 
in favour of th:? bcttc-r--of f . Th is  is  mor:; so in the casr- of 
profess iona I education. Niovcrthcl css, th-- 'b r f to r- c f  fs* do not form a 
homoguncous group. Th le v e l s  of ab i I i t y  t c  pay va ry  bdwuc-n 
d if fe re n t  groups cf stud~n+s. Table 5 shows tha t a good proportion of 
the  s fudonts  in p ro f  :s s i  one I =. d u c a t i c n  arc; from h igh  income 
households. I t  is iron ica l to nets +hat the per stud:-:nt fee in +h<;sc’ 
very in s t i tu t io n s  shows a trend in th-' reverse order. This points to 
the  scope' t h a t  e x is t s  to  a I t t  r the  fe e s t r u c tu r e  in favour o f a 
discrimina+ory system.

Second, d i s c r im in a t o r y  p r i c in g  is  advocated  to p reven t the 
perversa afticts of public subs id isat ion  c f  education. I nd i scr im i nat- 
public  subs id isation  of education is inequitab le  b-'cause i t s  b e n e f its  
accrue p r im a r i ly  to the wealthy, +hus fu rther widening the. gap be-twoen 
the previlcgijd few and the masses. Countries which are character ised  
by g re a t  i nequa I i t  i c;s in income and in which access  to (h ig h e r )  
education is l im ited  to  s small proportion of population the ex is t ing  
p a t te rn  of ind isc r im inate-  pub I ic  s u b s id is a t io n  tends to  expand the 
educa t ion  and economic gaps between the. haves and the have nots 
(Adrian, 1983; 456). Therefor^., d isc r im inato ry  p ric ing  is advocated 
to  make T h e  e x is t in g  e d u ca t io n a l  s u b s id ie s  more e q u i ta b le .  Th is  
equ ity  cons idera iion  is based on fhe p r in c ip le  'hhat equal subsidies 
in the world of unequal incomes cannot p lau s ib ly  contr ibute  to  improve 
the d is t r ib u t io n  of income" ( Ja l la d e .  1978: 318).



D is tr ib u tio n  of Students in Higher Education by Fam ily Income 

AoD istribu tion  o f 1954 Graduates in Ind ia  by Fam ily  IncomeCper ccn t) 

Family Incomc

(Rs. per ennum) 0 - 2400 2400 -■ 6000+ 6000 Total
Graduates 29.1 45.7 23.3 100*

* includes 1.96 whos«' fam ily income is  not known.
Sources Blaug at a! (1969. 131)=

B. D is t r ibut ion of Graduates of Bsroda and G u jara t U n iv e rs it ie s  by 
Household IncomG (per cent)

Tabic No. 5

Incom;  ̂ Group Baroda Gujarat
Rs. Per Annum U n i v r s i t y  U n ive rs ity

(1961-75) (1970)

0 - 
5001 - 

10000 + 
Total

5000
10000

40.8
32.2
27.0

100.0

39.0
35.0
26.0 

100.0

Sources Lakdawala 

C. D is tr ib u tio n  of

(?< Shah (1969), as given 

Graduates in Ind ia  by

in Shah & 

fa c u lt ie s ,

S r ikan t iah  (1984).

by Fam i 1 y iJicome(p e rcen t )

Annus! 1ncomc of Al I Arts Med i c i ntj Managomont
thi' fami iy (R s . ) ff’CU ltl93

0 - 1000 19.5 28.6 6.5 -

2400 - 3600 39.5 36.9 20.6 12.0
6000 " 9000 25.7 21 .8 32.4 24.0

12000 - + 25.3 12.7 40.5 . -64.0
Tote 1 100.0 100.0 100.0 100.0

Sourcf. r Dh?r c t  ol (1976).
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T-’b! ? Nc. b (Contd«. o.)

Do Com position  o f S tu d en ts  in A r ts  & S c jo n ce  C o lle g e s  in Poona end 
Bombay by Fatni ly Incomo (p r c .nt)

Ann UP I
Incomr. group , Pcon« Bcmbry

0 - 1200 13.4 3.5
1201 - 3000 1 4 J  5o2
3001 - 6000 12,2 17.6
6001 - 9000 24,9 20.&
9001 + 35c4 53.1

Sourc.;’ P«nchc r̂riukh i (1977-r:; 155).

In ".n in o q u it ; . ;b Iso c ic+ y  in.discr ■ m in i t c r y  f  ̂ s tructur - by i ts
vr^ry npturu is ro g r .s s iv  Th?:t is to spy> i f  un ;qur-ls p.^rtnk, in th;. 
cd u cs t  ion I p ro c  ss, quel subsid i- :s  w i l l  r> s u i t  in in r q u i t y  in 
d is t r ib u t io n  of outputs. Ther';for;.\, oquity in output c?n b.. .̂xpvctv_d 
o n ly  through unequal inputs . In oth .r words, d i s c r im in a t o r y  foo
structu re  involving un:.qur'l c o n t r ib u t io n  is  ^dvocr'tc d fo r  -qu i t a b ic  
d is t r ib u t io n .  Thus i t  sugg-sts th>.. n. ;d for p r ic ing  of ..-ducation on a 
moro r a t io n a l  w?y. And t h i s  r ? t  iona I i t y . in our c : s . ' ,  brsvd on 
■'•conomic background w i l l  ott- mpt to  nch i V‘,. th .. p r in c ip l r  of .qu ity  in 
■'i s p e c i f ic  s x to r  lik.. oduc?:tion.

Howc-vrr, i+ is to  b '  noted +hat t h i s  w i l l  not e l im in j t i .  fhe 
i nequ i t^b I natur.. of .the whol; s c c i ‘..-ty. On th-: other hend, w:- l im i t  
ou rs '; . lv ts  tci orguc th o t  when the economic system as W c ll  as 
'ducaticn's rewarding s y s t . r  ore inequitsb le , i t  is i l lo g ic s l  to  keep 

an ' qup I p?5ymo'nt system^ i f  one hns: sny con s-i dcr c t  i on for ^jquity. 
Hencc wr srgue th?;t en i nd i scr  i m i n't- subs idy  t c  .d uca t io n  is  
dangerous '̂“'nd +hvvr"fore, i+ should b : r p l e c r d  by ^̂n 11„ r n r t  i v;'
system wh'.re public subs id its  should b<.. inverse ly  r . in te d  tc  incomes 
(J?5ll,3de, 1978. 318) r.nd we feol thpt d i scr i m 1 n tor y p r ic ing  system 
in education would b./ e b :.t+f r e l l ,  r n ? t iv c .

T h ird ;  on rh.' b a s is  of the r iw e rd  syst.,m one r-r.'f f irma the
n e c e s s i t y  of a  d is c r im in a t o r y  f.- . pc-licy. An -nelyi>is e.f th>' 
:;mploymont pptt-rn of gr ŝdU'- t̂es shows th e t  p'cpl.:: with prrfviss ionc I 
qu?’ I i f i ce.t ions a r i n  en edventeg'ecus pos it ion  comper-d to thcs'^ with 
gen-Tc'! -ducet Icn (V frghes.;,  1983). On th ■ e th e r  bond, t h i s r  ve ry



persons th. f v ^ h i c h  is r c l c : t i v ; l y  l . s s  in p>,r pupil t.rms- Th.- 
id ic  in a d i f f^ r .n t  form is cl i f  c n : 'n .H y s s  tli< unrmp loym ;nt 

p a t t . r n .  Tab U- 6 p r . s v n t s  tine c! i s t r  i bu ''icn  of un .m p icym in t which 
shews thc.t cccnomicr'My wo;='k,.r ^vctions art 3 i so iht. s'mc group mcr: 
a f f i c t - d  by un-,mp I oym, n t . i. th „  unrmploym n t per iod  fo r  +h.
bott^T prcv t I L.g, d i s cons i d . r -'b I y I ; i s,

NoWj, i f  wo ccmpcr'-.: Th is w ith  The, system of t'-:? paymrnt , +h*- 
pi c+ur? 'ha+ \ s +hst *hcss who hevf tho abi ! i ' y ■‘•■o pay mor e:
but pay i f=sG a r r  +h’̂- same p?,:f 5 of>s who a r o  r f - w a r d ^ ' d  That i r  * 0

say 1- he b',Ht'->r p rev i I ?.g?d in  cu r  co u n try  nc+ n I y greb th^  ̂ b ?s r
u p p o r tu n i+! PS of h igher e d u ca r icn  ('t"ha+ +-oc e t  ?, low c^ s t )  but a h o
+he bes+' oppor-f'-uni + i T  in ’’•he labour m a rk i "  (Varghr‘x;s, 1983)c- 
Thf'r .-f or e j 3A i n rr;.duc i i on c f  a d ' s c r  i m i r a i  C:ry f-'« s t ru c tu re  i s  
desi Tdb I n o i  only from tĥ  ̂ point of vf ew r j  rhcs^ ’who r:;ci;ivs higher 
'^•ducation* bu~ c ! g o  from "'h;' point of vi ow cf +hor;o *whj boncfi"^ from 
highf:r educaTicn-’ In orhpr wordS;. from th~ bonefi'^s poi n"!' of view as 
w e l l ,  i f  i s  i r r a t i o n a l  ro fo M c w  a ncp-di s c r ; m i na+ory and non - 
di f f cT6'nti a I foo s t r u c tu r e  as bonef • tii o f  h igher education  ar o 
unequa lly  di s t r i  bu+ed.

Tablo Nc. 6

Incidence of Unemployment among Households w ith  d if f c re n t  Leve ls  of 
Incomo in G reater Bombay, 1971

Housohold 
i nccmo
(F-̂ s. per mon+h)

Incid^ncc of Upomp' cym' r̂nt

Nia 10 
Crudo S'■‘andardi sed

f- '-ma 1 f 
C'~udc Standardi sod

0 - 1 0 0 11 .23 38.49
101 200 8.42 7„41 6-41 4.98
201 -- 300 5.48 9.54 31.05 31.82
301 - 400 6. 13 5.01 1 1.39 9.85
401 - 500 5«12 3.89 15.94 12.27
501 - 750 4,44 3.08 10.27 6.37
751 - 1000 3,00 1.82 2.88 2.77

1001 - 1500 3.90 5. 19 3.55 5.60
1500 + - - - -
Al 1 5.69 5.69 9.65 9.55

Sourc'^,. Bhacidweri (1973. 51 ).
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Und'^r a d iscrim inatory p ric ing  sysr^m, tĥ - <>duca“;-i cne I serv ices 
ar' ;̂ avai lab Ip to  a l l  - t r  ■S'hcsp who hav^ tht‘ abi i i ty  tc  pay through a 
paym '̂nt systr-m es Wf'l I as to ^hose whr havM noi' rhrcuch s non-payment 
system. Again, s'iocp tĥ '̂  dbi !i+iev: c f  si I I'hose who hav*̂  are not the 
samp,, the p r ic ing  system should fo llow a pd'tprn uf m u lt ip le  pricas 
for more and b s ita r- o f fs .

In the d iscrim inatory  foe s^■^uctu'“e, s + ud^'pts in lh'^ same level
and typp of education w i l l  b--’ paying f'^ss, di f fer>-̂ ni i a ! I y . In oth«r
words, ih i s  is  an atlemp*‘ to ra is e  th-j r^^sourc‘̂ >s for tduca lion  based
on ths princip l'" ' rhai ihcst- who are ablf> '('c pay should pay mere than 
thos''-’ who ere not. Since ■̂ hc abi li+y p r in c ip le  is  brcughtro +he 
for' ' 'front„ the income c f  the households of fh ’' students bccomss the
key facTor in determining the fee structure'. In othr-rwords, unlike 
the ex is t in g  i ndi sci imi naiory ff'e s tructu re  what i s  argued here i s  for 
a d iscrim inatory  fee s tructu re  basfd on i h-;': family/household income.

Adoption of d iscrim inatory  p ric ing  syst'-m in oducaricn thus would 
ensure mort' equity and more' rescurcr>s fo r education sector. Ir
otherwordSy ĥ'■: di scri mi na+ory p r ic ing  mechanism can b sf?<=n as a
devici-' to  raise- more r^sourcps with mor?̂ ' r'?di s t r i  buti v?’ ju s t ic e .  
Another added advantagf with th is  syst«m i s  that_ i f  education is  madf 
co s t ly  to  the r i c h j  the ex is t ing  'baby s i t T i n g '  ro|p of higher 
education w i l l  com? down, as the students and t h o ir parents when
confronted with high cc5+ p r ic e s ,  iĥ ŷ "mak?  ̂ d'^cisicns abou+ who+her
t( go to c o l l e g e . . . . . .  in f u l l  recc^gnitton of  th-: r -a I re30urce cost-
i mp li ca'*'i ons of thei r choice. Thi should load fo a moro e ff ic ien+  
a l lo c a t io n  of rtsourc.^s‘' (Hansen & Ifi/ îsbrod  ̂ 1974 119). However, the
to ta l !--'nrclmen+ need not nf-cessari I y g' f̂ af f<̂ 'C‘''tid, because of the 
existence of larg^ ’̂ unmi==t soc ia l demand.

I t  a lso  needs fo be noted tha t such a syst-^m of di scri mi nat-ory 
p r ic ing  w i l l  not have any adverse o ffoc ts  on the- 00511 ly  of educaticnj 
as d iscrim inat ion  that we argue hore is  bas-̂  d only on fam ily income,
and no concession is  advocated on '̂ h;- - l ig ib i l i+ y  c r i t e r i a  for
admission alongwiih d iscr im inatory  p r ic in p ,  as suggostfd by a few
others ( s . g . ,  Azad, 1975. 304-6), nor wf; argu-? th a t  varying quantir ies
of education should be fu rr i shod to th  ̂ pupi is under th;:' system
d iscr im inatory  p r ic ing  as argued by some others ( e .g . ,  see
S+ubbieb! na, 1965.. 19).



Discrim inatory P r ic in g  a t  the Empirical Level

At the operat! onal lev'='l th is  s tra tegy  may not lead to much 
problems. Since th is  s tra tegy dof ŝ not an t ic ip a te  any s tructu ra l 
change, Ih-̂ - admission tc  higher '’ducdticn can continue in th® sam? 
pattern. The admi ssi ons wi I I nor bg r e s t r ic te d  on th?= basis of 
economic grounds. Th' '̂ method w i l l  be 'to workout a slab system based 
on family i nc>ome for fee co l l  rc t i  on.”̂ ?3 The slab to be fol lowed 
Con be in l ine  with •‘■haT of the i ncom?^-tax s labs. A tsn ta t i  vo o u t l in e  
of such a d iscrim inatory  p r ic ing  model is  present^^d hereunder.

Let us f i r s '  look a+ the composition of th e  studen t enrolment in 
higher fducation >n India. A quick an a lys is  of th;> a va i la b le  data in 
Tab I =5 5 ind ica tes  th a t  (i ) a t le a s t  on-^-fourth of the students belong 
to fam ilies  of high economic stra+um;, ( U )  in the professional 
f a c u l t ie s  such as medicine and management th is  propor-‘ icn goes upto as 
high as two-third; ( i i i )  stud'='nts b^^ îonging to  low income groups 
co n s t itu te  hardly 20̂ 5 of the fo ta l > and ( i v )  ov^r a time period of 
about two decades these ra t io s  have not s ig n i f i c a n t l y  changed.

Secondy le t  us noie that in a few u n iv e r s i t ie s  *n India the fee 
income co n st itu tes  about 75% of the to ta l  r-’cu rr ing  income of the 
u n ive rs it y  (A IU, 1978). We fee l th a t  th is  should be the highest 
proportion for any student to  pay and any attempt to ra is e  th is  
proportionfurther may not be ju s t i f i e d .

On the  b a s is  o f rhe above, one can suggest t h a t  th^; s tuden ts  
be Iongi ng to  the top i ncome s t r a t a  in  p ro fe s s i  onaI educati on may be 
required to pay a fee which would cover 75% of the in s truc t iona l cost 
per p u p i l ,  and the m idd le  income group about 50$. For the  lower 
income group i t  should not exceed about 25?! o f the  i n s t r u c t i o n a l  
co s ts .  Such a d i t f p r e n t i a l  fe-- s t r u c t u r e ,  fu r th e r  supported by a1 C
la rge  scheme of s p e c i f i c  s u b s id ie s  co n f in ed  to  the lower income 
group only;, undoubtedly would be progressive in nfiture. Fu rther, i t  
may add su b s ta n t ia l ly  to  the resources of the high<^r education system, 
as we show la te r  w ith an i l lu s t r a t io n .

I f  the top and the middle income groups, who cons t itu te  not less 
than 50^ of the to ta l  enrolment in higher r^ducation, are required to 
meet 5Q% - 75% of the in s truc t ion a l costs, +hp resource generation
might '-'ven reach such a level that the low income group can as w W I be 
exempted from the payment of tees a I ■’•ogether. However those rece iv ing  
scholarships among fhe low income group, may be required tc  pay a fee 
equivalent tc  25% of +h? in s truc t ions ! costs.^^
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L e t  us •takf' an i I I ustra+i on w ith  the 1970-71 data on Ind ian  
higher sduca+ion. Tho; i nstruci i cna I cost p^r pupil on average in the 
p ro fe s s io n a l  c o l le g e s  was Rs. 1180.83j and +he en rc lm en t was 765 
thousand. The gross income from -f-hesf: studen+s was of th<= order 
of Rs. 101 m i l l i o n ,  i . e . ,  Rs. 132 per pup il on average . In s tead  of 
the thr^n ex is t ing  structu re , which i s ,  in a l l  .p robab ility  continuing, 
suppose a d i s c r im in a t o r y  struc+ur?> was adopted^ as wo arguad,
i . e . ,  i f 25% o f th='- t o t a l  numbser o f  s^ud'-'nts pay 15% c f  th «  
in s t r u c t io n a l  co s t  as for-. ac*-h<̂ r 25% of the s tu den ts  pay 5055 of the 
in s truc t ion a l cost, and ev-̂ n assuming that fae i s  no+ charged at a l l  
fo r  the  rem a in ing  50%, we f ind  t h a t  the t o t  a I fee i ncome would have 
besn Rs. 285 m i l l i o n ,  2.6 t im es  the  a c t u a l l y  r e a l i s e d  gross fea  
income. In o th e r  words, w h i le  th^ a c 'u a l  fs=e income income 
constitu ted  11.18$f c f  ths- to ta l in s truc t ion a l cos'*", thf  ̂ corresponding 
f igure  would have been 31.5IS, had the di scri mi naiory fee p o licy  been 
adopted. I f  can be easi ly  noted t h a t  in t h i s  cas^-' 50?̂  o f the  t o t a l  
fee i ncome comes from the icp  25% c f  fhe s tu d en ts  and +he remai ni ng 
40? from the next income quar*-||e. We fe--l tha t such a model works in 
the case of other types/1 eve Is of educa+ion as well and thai thsy can 
be essi ly worked out.

I t  is  not the in tention  cf thi? present authors +hat fee s tructu re  
should be un iform  fo r  the qW en  le ve l  c f  educa t ion  in  a l l  the 
u n ive rs it ie s/ co l le g e s  of the- country. In fact., the mode! should a llow 
for f l e x i b i l i t y  and va r ia t io n  in f ix in g  the fee rates. The fee rates 
should be determined by the cost of provison cf education in the given 
uni v e r s i  t y  or co l Iege and the composi t i  on o f the  s tu d en t?  by i ncome 
l e v e l s .  S in c e  both  t h s s r  f a c t o r s  v a r y  a c r o s s  th e  s e v e r a l  
u n ive rs it ie s / co l le g e s ,  the-: fee ra+es should a lso  be allowed obviously 
to  vary.

To sum up, though a un iform  fee r a t e  ne-^d not be fo l lo w ed  
throughout the country, the c r i t e r io n  to decide the fee amount should 
be the  same. Based on cur e a r l i e r  arguments i t  i s  c le a r  t h a t  the  
in s t r u c t i o n a l  c o s t  should form the  b es is  fo r  d e c id in g  the amount of 
to ta l fees and fam ily income of the sTudent should form the basis  for 
determining the ind iv idua l fer ra tes  or amounts.

5. In cen tives  under D iscrim inatory P r ic in g  System

Linder d i s c r im in a t o r y  p r i c i n g  sys tem  th'^ d i s t r i b u t i o n  o f 
in c a n i i v e s  I ik p  s ch o la rs h ip s  a ls o  should bf d i s c r im in a t o r y .  By 
d e f i n i t i o n ,  these  who are paying high fê r-s ar'- from be + to r- o f f
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fa m i l ie s  and the refo re , they do not requl re any f in an c ia l  assistance. 
T h is  g iv e s  a c l e a r  p ro v iso n  fo r  d i v e r t in g  th e  s c h o la rs h ip s  and 
f e l lo w s h ip s  to  those  be Iongi ng to  th e  Iower econom i c s tra tum . One 
probable adverse argument for sh if t in g  a l l  scholarsh ips to  the lower 
income groups is  th a t  the m eritorious students are not rewarded. To 
taka  in to  c o n s id e r a t io n  t h i s  m e r i to c ra c y  a s p e c t ,  we advocate  the  
fo llow ing system for d is t r ib u t io n  of scholarships.

1 ftThe a va i la b le  scholarsh ips may be d iv ided in to  two categories : 
(a) M erit ;  and (b) Meri t-cum-Means (MCM) scholarships.^^ The ra t i  c in 
wich the scholarsh ips between these two categories  are to  be divided 
i s  t e n t a t i v e .  Bu t  we propose th a t  the  p robab le  r a t i o  can be 50-50. 
The MCM s c h o la r s h ip s  a re  awarded o n ly  to  the  s tuden ts  from lower 
economic s ta tus , and the m erit  scholarships only to those students who 
are r e a l l y  m erito r ious, i r re s p e c t iv e  of th e i r  fam ily  background. In 
case  s tuden ts  from low soc io-econom ic background get pure m e r i t  
s c h o la rs h ip s  h is  c la im  fo r  o ther  s c h o la rs h ip  in c a n c e l ie d .  Thus a t  
any point of t im e the number of scholarships enjoyed by the students 
from !ov.' economic s t a tu s  fami l i e s  wi 1 I not be le ss  than 50% ( t h e i r  
a llotm ent). Any number of scholarships above th is  a l lo t te d  number is  
because of the  m e r i t  o f the  s tuden ts  which one should not deny. A l l  
th is  ensures th a t  a t ie a s t  50% of the scholarsh ips go to the students 
of low socio-economic background.

Our system , to  sum up, wi I I look i nto th e  f o l lo w i  ng; (i ) a l l  
those who are from the low socio-economic background are exempted from 
f e e s : ( i i ) a t - I e a s t  50% o f the  t o t a I  s c h o la rs h ip s  and f e l lo w t s h ip s  
w i l l  be a l loca ted  to students from low socio-economic backgrounds and 
( i i i )  5 0 ^ o f t h e s c h o l a r s h i p s w i l l  b c a l l o c a t e d b a s o d o n m e r i t o n l y .  
Th actual d is t r ib u t io n  of s ch o la rsh ip s  in  a p a r t i c u l a r  year between 
the students of low and higher socio-economic s t ra ta  w i l l  depend upon 
the r e l a t i v e  m e r it  pos it ions  from the upper and lower socio-economic 
s ta tu s .  H igher the  proporton of the  m e r i t io u s  s tud en ts  in  the  low 
soc io-econom ic  groups, lower w i l l  bs the  number o f s c h o la rs h ip s  
a v a i la b le  to  people from high economic status.

We may f i n a l l y  add one more c la u s e  +o t h i s  suggested system ; 
those  who a re  g e t t in g  e i t h e r  of these  s c h o la r s h ip s  even among the  
s tu d en ts  of l o w e r  soc io-econom ic group, should  be re q u ire d  to  pay 
fees . Th is  means fh a t  h igher the  p ro p o r t io n  of s tuden ts  from low 
socio-econom i c group g e t t in g  s c h o la r s h ip s ,  h igher wi I 1 be the 
a d d i t io n a l  fee  income. However, i t  i s to  be noted th a t  the  f^e per 
pupi I pa id  by th e se  groups wi I I not exceed 25% of the i n s t r u c t io n a l  
cost per pupily which i s  in consonance with the d i f f e r e n t ia l  p ric ing .
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Togerher wi fh th i s we a I so erqu-'-' ■'hai' ■*'he numb.-’P o f fchc I a rsh i ps b<=; 
in c reased . S in ce  th>- oov^ tnm^n'r gpfs mor<̂  mcn;y from rc'^ income, 
a x ie a s t  a share  c f  The add i+ iona ! resourc^^s can be u + i ! is « d  fc r  
addit iona l scho la rsh ips ,

6. Conclusions

The at+empt of the  pap-sr >s +o t^xplor" 1h? poss ib i I! t i  es o'f 
re fo rm in g  t h ’.̂  ff.-' s'^ruc+urr> as a p o te n t ia l  i ns + rum fnt c f  (a)
m o b i l i s a t io n  of a d d i t io n a l  r ° s o u r c e S j  and (b) p re v e n t in g  ptrrv^rsp, 
e f fe c ts  of +he public  subsid ising system. 1+ is  argued in the paper 
+hat a system of d i s c r im in a t o r y  f-^̂  s truc+ ure  can a ch ie ve  tho: tw i n 
objec+i ves.

The suggested model of d isc r im inato ry  p r ic ing  sysrcp- is  based on 
sound p r in c ip l e s  o f ta x a t io n  in p u b l ic  f in a n ce .  S p e c i f i c a l l y ,  our 
argument is  based on (a) cost cf education, (b) paying capac ity  of the 
d ire c t  benef i cl arl cis of educa+ion, and (c) the r-warding pattern. The 
co s t  o f educa t ion  i s  an incr^ 'as ing  fu n c t io n  ov^^r the y e a rs ,  end the 
fee level remaining more or less unchongedj +hr' co s f- fs t  d isp a r i ty  has 
been w iden ing  over +he yea rs .  Second I y> pay! ng capaci t y  c f the 
b e n e f ic ia r ie s  has 1 ncreased overtime, and mor'-> im portantly I t  va r ies  
s i g n i f i c a n t l y  among the  benef ■ ci ar i es. F u r th e r ,  the  b'^nef i ts  of 
education a lso  vary among the b en e f ic ia r ie s .  Hence keeping a uniform 
fee  s t r u c tu e ,  t h a t  too  a+ a lower le ve l  wi I I  r e s u l t  in  an under- 
opti mum le ve l  o f re so u rce s  for d u ca t 'o n  on the one hand and in 
regressive  system of public  subsi di saM on of educstion on the other. 
I t  i s  shown in th is  paper that re s tru c tu r i  rg the f-̂ e system according 
to the p r in c ip le  of a b i l i t y  t c  pay, under rh- present circumstances is  
more r a t io n a l  end lo g i c a l .  Anci a mod-I o f d i s c r im in a t o r y  fee  i s  
advocated for such a ra t iona l system of p r ic ing  education.

When d i f f e r e n t ia l  fee structui^ is  genera lly  suggested i t  asks for 
s e le c t iv e  admissions based ĉ n the fam ily  income. The cap ita t io n  fee 
i s  a c a s e  in  p o in t .  W ?= in  our model do no t su s c r i b e  to  any 
d is c r im in a t io n  in adm iss ions  agai ns t anybody on economic grounds. 
Adm iss ions con-*-! nue t c  be as c f  the  p resen t. The queston of 
d i f f e r e n t ia l  fees comes only a f te r  admissions ar-= over. Again under 
the  suggested system persons a t te n d in g  the  same course  I n the same
1 nsti tu *■! ons may be paying di f fe ren*  fees. This is  to guard against 
d isc r im inat ion  I r  the quali+y of education. Moreover the amounts of 
fees charged from students of the sam- soci o-‘-' ĉonomi c background may 
va ry  from i n s t i t u t i o n s  to  I nsri r y* i o n s , from type  to  ‘■'■ype and from 
place to place, depending on the cost ot education. According t c  our
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ca I cu I a t i ons s we have shown tha+ even i f  wa axempt 50% of, th e  +ota I 
students belonging tc  r o la t iv e ly  lass b e t t? r- o ff  fa m ilie s  from paying 
fe e s , the t o t a l  fee  c o n tr i buti on wi I I be s e v e ra l t i  mes hi gher under 
d isc rim in a to ry  p ric in g  system than under a non-discrim lna+ory system. 
Together w ith  d is c r im in a to r y  p r ic in g ,  we have a ls o  advocated  
di s c r i mi n a to ry  system  o f i n cen ti ve s , so as to  ensu re : (a ) mari t  I s  
rewarded; and (b) less previ leged are benefited .

I t  i s n ecessa ry  to  s t r e s s  th a t  whi le  each o f the  two p ro p o sa ls  
v iz . ,  d is c r im in a to r y  p r ic in g  system  and d is c r im in a to r y  In c e n t iv e  
system  can be adopted a d van tag eo u s ly  independent o f the  o th e r .  I t  
would be fa r  more advantageous i f  both th e  p ro p o sa ls  a re  adopted. 
However, n e ith e r  o f the  two p ro p o sa ls  can be adopted p a r t i a l l y ,  as 
each proposal is  an i n d i v i s i b l e  package-

I t  may be argued th a t the a lte rn a t iv e  system of p ric in g  th a t we 
suggested here is  r e l a t i v e l y  su p e r io r  to  a t  I east two proposa I s th a t 
a re  genera l ly  being mad a in s imi  l a r  c o n te x ts , v i z . ,  (a)  a steep  r i  se 
in  fee  l e v e l s  u n i f o r m l y  fo r  a l l  s tu d en ts  and (b) r epayab le  loan 
s c ho l a r s h i p  system . I t  can be e a s l y  understood  th a t  both th ese  
p r o p o s a l s  wou ld  be h i g h l y  r e g r e s s i v e  i n  e f f e c t .  The f o r m e r  
accentuates the perverse effec+s of the ex is tin g  pub lic  subs id isa tion  
system. The la t te r  a lso  does the same because the loan scho larsh ips 
are given to  the poorer students and only those vary students w i l l  be 
r equ i r ed  a t  l a t e r  s tag es  to  meet th e  fu l 1 c o s ts  o f ed u ca tio n  in  th e  
form of  repayment ,  w h i l e  r i c h  s tu d en ts  who r e c e i v e  the  h i g h l y  
subsidised education are exempted from i t .  The v ir tu e  of our model 
i s  th a t i t  not only generates more resources for education, but a lso  
more im portan tly  i t  makes the educational system less re g ress ive . I f  
not progressi ve.

At the  op e r a t i o na l  l e v e l ,  th e  model r e q u i r e s  a s c e r t a i n i n g  the  
income o f  t h e  h o u se h o l d s  o f  t h e  s t u d e n t s .  T h i s  may c r e a t e  
d i f f i c u l t i e s  because of  the  lack of  we l l  developed system  o f 
r e p o r t i n g / e s t i m a t i n g  a c tua l  income,  e s p e c i a l l y  of  tho se  engaged in  
a c t i v i t i e s  in the unorganised sectors. Methods are to  be evolved to  
check the  d ish o n e s ty  in  the  r e p o r t i n g  of  incom es. However ,  t h i s  
d i f f i c u l t y  should not d e te r  the  p l anner s  in  a c c e p t in g  a r a t i o n a l  
po l i cy  of  pr i c ing  education.

At the p o l i t i c a l  domain i t  needs wi I I  and e f f ic ie n c y  on the p a rt 
of the government. Very o ften  fees i s  a p o l i t i c a l  question. And th is  
is  a popular weapon in the hands o f the gov55rnment. Moreover« higher 
ed u ca tio n  b e n e f i t s  the i n f l u e n t i a l  groups in  s o c i e t y  who a re  more
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voca l and nearer  to  rhe d e c is io n  making p rocess . The ra fo i‘B tha 
governm'Snt may be re lu c tan t  t c  take up th is  issu ‘d and implemen+ i t .

Las iM y , the  e f f i c a c y  of our proposal depends on the t r a d e  o f f  
between the  d is c o m fo r ts  t h a t  may c a u s "  d u r in g  +hs s t a g e s  o f 
implementation and the potentia l benefits  of the proposal. A fte r-a l ls  
li ke any o'!"her reform, i t  a lso requires strong p o l i t i c a l  w i l l .
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NOTES

1. For an e labcrate  discussion on fu l l  public  financing vsrsus fu l l  
p r iv a te  financing of education, see Stubblsbine (1965).

2. The p ro v is io n  was to  s e t  a s id e  one lakh rupees fo r  educa t ion . 
For dc-tails, see Nai k & Nurullah (1945).

3. As quoted in Panchamukhi (1977-a ; 108).

4. Ib id .

5. See Report of the Educa ti on Commi ssi on; Supplementary Volume I I, 
1970 (Tab le  XX IV ). See a ls o  Azad (1975r 199) and B laug  and 
Woodhall (1978) for somv? recpnt evidence on European countries.

6. At the  same+i me i t  i s to  be noted t h a t  i n 1 950-51 , The va I ue of 
sc ho I a r s h i p s / s t i p e n d s  e t c . ,  exceeded  t h a t  o f  th e  f e e  
con tr ibu t ion , i .e . ,  the 'net' fee i ncom-;3 i s  negative.

7. l l  may be noted th a t  t h i s  may not n e ce ssa r i  ly  be the  c o r r e c t  
e s t i  mate o f 'ne t  fe e '  as the number o f fee-pay ing  s tud en ts  and 
the number of b e n e f ic ia r ie s  of scholarships may not be the same. 
I t  would have been b e t t e r ,  had the data  been aval l a b le ,  to  work 
out the  per s tu d en t  share  s e p a r a t e ly  fo r  each item  ta k in g  the 
ac t  ua I number of s tuden ts  i n each case . 11 i s a I so to  be noted 
th a t  a l l  th'-.se f ig u r e s  a re  in  c u r r e n t  p r ic e s .  I t  was shown 
e a r l i e r  (Panchamukhi, 1977-a) th a t  the  per s tu den t fee  burden 
h a rd ly  in c reased  by 5^ in  r e a l  te rm s ( i f  ws co n v e r t  them in to  
constant p rices ) during the f i r s t  15 years s ince the incep+ion 
of planning in the country.

8. See a lso  Blaug et si (1969). Based upon recent evidence on a few 
c o u n t r ie s  o f the  w o r ld ,  PsacharopouI os (1984) concluded t h a t  
"fees cover only a small proportion of soc ia l cost c f  education 
and th ey  decrease  by ascendi ng educat i onaI I eve I " (emphasi s 
added).

9. I t  i s  to  be noted th®+’-fee i s  not a l to g e th e r  zero  a t  p r im a ry  or 
elementary leve ls  of education in India, as shown in Table 3.

10. B laug  e t  al (1969) show t h a t  the ne t fee  i s  a ls o  less" in  
professional co lleges  than in Arts & Science colleges. See a lso  
Panchamukhi (1977-a) for s im i la r  evidence.
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11. As t h ?  u n i v e r s i t i e s  in  genera l provide post-graduate education,
w h i le  the  c o l le g e s  p ro v id e  g radua te  le ve l  ed u ca t io n ,  wa can
a t t r i b u t e  th e  d i t f e r e n c s s  in  the  fee  to  soma e x te n t  to  th e
d i f f e re n t  le ve ls  of higher education.

12. Other im p o rta n t  arguments in c lu d e  t h a t  g re a te r  the  p u b l ic
s u b s id i s a t io n  of a d u ca t io n ,  p a r t i c u l a r l y  a t  h igher  l e v e l ,  t h a t  
too  non-di s c r i  mi n a to ry  i n n a tu re ,  g re a te r  i s th e  i nequaIi t y  in
e d u ca t io n  (Psacharopou I o s , 1977 and 1984j and Thoban i, 1984).
See Ram (1982) for some evidence to  the contrary .

13. I t  i s i n t s r e s t i  ng to  note t h a t  what we a re  argu i ng here i s ne t 
t o t a l l y  new. Panchamukhi (1977-a) c ited  the example of Rajasthan 
where a d i f f e r e n t ia l  fee s tru c tu re  i s  adopted in higher secondary 
education by income leve ls . Var ia t ions  in tu t io n  fee by income 
le ve ls  can a lso  be noticed in the u n iv e r s i t ie s  in Rajasthan. The 
recommendation of CAUCC (1965) in Canada is  a lso  more or less the 
same.

14. I t  i s  to  be noted t h a t  fo r  a l l  s tu d en ts  in  genera l t h e e x i s t i n g  
p ro p o r t io n s  a re  39% in  genera l c o l l e g e s ,  11^ in  p ro fe s s io n a l  
col leges and 29^ in u n ive rs it ie s .

15. I t  may be noted t h a t  a good number o f s tu d ie s  (e .g ., Shah and
S r i k a n t i a h ,  1984) support such a system of s p e c i f i c  s u b s id ie s ,  
instead of general subsidies. See a lso  West (1974).

16. See Section 5 for detai Is .

17. One may tend to extend the argument to  imply th a t  r ich e r  regions
(or u n i v e r s i t i e s  w ith  e c o n o m ic a l ly  r i c h e r  s tu d en ts )  r e c e iv e
h igher  fees  compared w ith  poorer re g io n s  in  the  co u n try .  
Accord ingly, the d iffe rence  should be taken in to  account in the 
mechanism of devolution of resources from cen+re to  the s ta tes , 
perhaps with the help of a specia l education equa lisa t ion  system.

18. T h is  exc ludes  the  in c e n t i v e s  and s c h o la rs h ip s  g iven  to  the  
backward castes l ik e  Scheduled Castes and Scheduled Tribes. This 
can a ls o  be in c lu d ed  in to  our scheme, but fo r  the  bunch of 
problems such a proposal creates  which need to be discussed in 
detai I. Hence, we keep i t  outs ide the framework of th is  paper.
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19. The amcunts of tach  of thes- twc s c h o la r s h ip s  p>̂ r pupi I may be 
decided based upon c-^.rtain ra t icn a l  c r i t s r ' a .  Wo arc , however, 
nci di scussi ng thorn here.
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