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DlTRODreTION 

Education is no more only a self satisty:lns 

activity. Since· the advent of the BuiiBD Capital 

theory:"in the sixties to explain the iacreased 

productivity per wrker, education bas increas1n&].y 

been reco&nised both as an item of consliBption and 

of investment. Hunan capital theory says that the 

1ncreas1n& amount of resources spent on the potential 

labour force 1n the form of education, training, 

health, etc. increases the skill and ability of the 

wrkers. Human capital,-· in recent years, bas been 

viewed as important as, if not uore than, physical 

capital. Its formation, crowth and distribution 

seem· to have far reachin& consequeaces. or the various 

forms of human capital, formal education has been 

heavily stressed for both economic and non-economic 

reasons. 

The distinction between the expenditure oo 

education for consumption and for investment is a 

difficult task. Most or the expenditures contain ooth 

the elem:mts. Hence it ecomes difficult to determine 

the optimum resources for education. However, there 

is no disa&reement on the point that expenditure on 

education 1s vital from the point of view of productivity 
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and development. Education may conttibute to economic 

crowth directly and indirectly. In the first place 

it may rais~ the quality of labur force. It may be 

presumed to increase labour produCtivity, independen· 

tly or any tendency for a larce nUJJI)er of educated 

people to speed the· enlarcement of' tbe society•s 

stock of knowledge relevant to production. In the 

second place, educatioo, l:¥ raisin& the ,quality of 

labour force may accelerate the productivity of the 

ecooouv. Thus investment in education expands and 

extends kno'.llled& e, leadin& to advances which raise 
1 

productivity and illl>rove health. 

In r ec EO t years, the emphasis has been more 

on development than on crowth especially in developing 

countries. Development consists of crowth plus change 

in ideas and systems. Education assumes impcN'tance 

in that sen~e also as it exposes the people to new 

ideas and helps in bringing social chance• Besides, 

if education raises the economic capabilities of 

the educands, the rewards from the use. of these 

1· Johnson, H.G., "Towards a Generalized Capital 
Accumulation Approach to Economic Development.'' 
in Mark BlaU& (ed.), Economics of Educatio;, 
Vol I Pencuin, 1968, p.37. 
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capabUities would also be increased. Thus, 1f pro• 

perl.y phased, the pol.icy or supply or education 

should be a potential redistributive agent to reduce 

the socio-economic inequalities in the couotrr• 

However, tbe role or education both in Growth 

and equality have been questioned and several theories 

Csereening, queue, etc.) have been put forward. 
. ' 

The critics of the Human Capital. theory arcue 

that the productivity role of education is limited; 

education serves only as a credential ·mechanism and 

a screenin& apparatus CArrow 1973; Spence 1973). 

Criticism was alsO levelled on the 111J.r&1na.l. productivity 

bypotoosis of takt~ wa&es as renective of produc

tivity (e.g. Bhadhuri 1978). Without coing into detaU 

or the different theories and research studies, it 

can safely be said that quantitative· &vidence on 

the whole is stUl over'.ilelmin&ly in support of the 

hypothesis that education contribtes positively to 

economic growth (Denison 1962; GUiches and Jorgenson 

1966; Aukrast 1959; Psechoropoulos 1973; Krueger 

1 Q>8; Kothari 19?0; Bowman and Anderson 1963; Bowman 

1980; ~eel er 19~; Benanrot 1985; TUak 1 986) • 

The positive relation between ·education and economic 

development was found to be stron&er in case of 

less developed countries (Psacboropoulos 1973). A · 



strong positive relation between literac.y and economic 

development and between primary level education and· 

economic deveJ.opmet) was alsO sU&cested by many 

studies (Lee aad Psa.cboropoulos 19?0; Meyer 19?9; 

Benavot 1985; Bo11118n 19~; Peasle 1965 and 1987; 

Wheeler 1980). 

The role of education in income redistribution 

has elso·:.been questioned. Various studies have 

pointed out that education itself is determined by 

outside forces like ownership of assets, stratification 

of sociew, etc. and reinforces these values (Foster 

1980; Alexander 1980; ~ohstan 198:3, Utboff 1981; 

Carnoy 1979; 'Bhaduri 1973). On the other band, 

various other studies have established the positive 

relation between education and income distribution 

(Schultz 1963; Harbinson 1973; Tinb ur gen 1970, 

1975, 1980; Knight and sabot 1983; Abluwalia 1976; 

Morris 1973; Cbiwsick 1979; Chernery aad Sy rquin 

1975; Winegarden 19'79; Ram 1984-1985; rUak 1986; 

Fisblow 1972). Despite t.be fact that in some cases 

the positive effect of education on income tlstribution 

is offset to some extent by other forces, on the 

whole it bas been found to be one of tbe uo st 

important variables affecting income distribution. 
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since education is very :.__:<significant for 

both development and distribution, its financing 

assumes importance. For any qualitative ,or quanti

tative e:xpan sion of education, finance is a vital 

factor. The ~ Ud;y of the financing of education 

may provide on insight into the nature, priorities 

and direction of education Sfstems. Tbe financing 

of education is as~ciated with tbe que~tions like 

locating and nnbU1s1ng resources for education 

and also with the process of resource &J.location 

among different subsectors of education with 

reference to the national econouv as a wl:ole. It 

is not taasy 1id locate t~ source of fina•1ce tor a 

particular subsector of education because the 

resources come for the education sector as a whole 

and then are allocated among it~ different ~bb

sectors. Therefore, financing of education;' is 

studied very often in terms of the patterns and 

processes of intra-sectoraJ. res·) urce allocc. tion. 

Horeover, financing of education cannot be indepen

dent of the financing of other sectors in the national 

econoar· Therefore, it bas to be considered in 

relative terms and \Zlder the broad political framework 

within which tbe econour operates. 

In India, tbe all()tnt of expenditure on 



education was 1·2~ of the National Income (G.N.P.) 
" . 

in 1951 which increased t-o 3.3~ in 1-978-79. It.h&.s 

been varying between :31: and 3.5~ 1n ~e eighties• 

This. ie probably a little 100re than the corres

pondin.g figures for a few otl'Er countries of South 
-

Asia but certainly mtrh less than mat is being - . 

spent -cy- some other developing countries such as 

sri Lanka, ~alaysia, .Algeria, Tanzania, Uganda etc. 
' 

T~ per capita expenditure is also much less than 

advanced countries like u.s.s.E., u.s.A., Great 

Britain, France aa d Japan. 'Even· in some of the other 

A. sian and African countries, the per capita expenditure 

on education is Dbre than that in India (Ministry of 

Education Report, 1980). HbweTer, in the National 

Policy on Education 1986, it has been 1 aid down that 

•education will be treated as a crucial area 

of investment for ns.tional development and survival •••. 

It will be ensured that from the Eighth Five Year 

Plan onwards, it will uniformly exceed 6 per cent d 

the National Income ... 

The Indian Constitution has made certain provisions 

regarding education and successive planning has set 

certain goals. The objectives as seen from the Five 

Year Plan documants are (1) universalise.tion of 

elementary education, (11) eradication of illiteraqy, 
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(iii) reduction in inequalities between regions, 

income classes, ·sex and caste groups. 2 These 

objectives are_ far ·rrom having been achieved. 

According to 1981 census report the overaJ.l 
. I 

- literacy rate _s_ 36~,a low level indeed. Thou&h 

1D 1951, it w&J! only 17'$. Tte literacy rate issso 

low d4.spite the fact that ~e country has reached 
\ 

a gross enrolment level or ~.4 percent at primary 

level, according to the 19 81 ceo sus report. The 

paradox can partly be explained in terms of high 

drop-out rates. Most of the studies on wastage 

and stagnation record reveal that the drOpout rate 

i~ highest at tlE primary level. As 1981 census 

report suggests, out or every 100 sw dents enrolled 

in class I, only 40 reach class v and ro reach 

class VIII. All these dropouts add to t be population 

of illiterates. }l.oreover, retention rate among girls 

is poorer and only 16 to 18 percent girls or trose 

enrolled in class I reach class VIII. High drop-outs 

·.ad to the wastage of resources as the students do 

not complete their studies. An NC~T study (1971) 

----
1?• TUak, J.B.G·; Economics ot" Inequality 1Jt 

Education; Sage Publishers, New Delhi, 1987 
P• 20. 
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estimated the cost of lfastage for four years at 

_Rs. · 75._36 cro.res llh1ch was aearly 27.6~ of the total 

resources spent on education. 

Educationi~ts bave attributed this unsatis

factory progress to several racj;or s· Some or tbem, 

relevant .in the present ·context are inadequacy of 

finances, t.q,roper allocation orr esources across 

different sectors of education, and the improper 
I 

methods followed in allocations to the planning 

units within a ~ate etc. 

The literacy rate is not only low in India, 

it a1 so varies videly across different states, seY. 

2nd caste groups. On the one hand, the literacy 

rate is as high as 69. 2~ and 47~ in KeraJ.a and 

Maharashtra respectively. Ch~.: other· hand, it is 

only ? 6~ and 24~ in Bihar and Rajasthan respectively. 

The literacy rate for men in India is 46•74 and 

for women is 24. as. If the present trend continues, 

it ,_ould take somewhat mre tr.an seven decades 

for the Indian population to be fully literate -

men would take mre tban five decades and women a 

little uore than ten decades. To reach this goal 

Kerala may require only 15 years, ,mreas Raj as than 

may have to strive for another 100 years. 3 

3. fharma, o.p. and Robert D Rutheford; Recent 
literacy in India,The :Economic Times, Jan 2,1988. 



In addition to variation 1n literary rate, 

wide variations have s.l.so been noted 1n ·avaUabUity 

ot resources at inter-state level. ~th private 

and public investment are found to very s1gnif1cantl1 

for different states in the country. !t 1 s through 

a systematic analysis ot the inter-temporal and 

, spatial treads 1n educational finances in relation 

to other socio-econom1c indicators, that some 
\ 

of tbe factors which account for variations in 

educational finances, can be pinpointed. 

There have been several. studies on financine 

of education per se, analy~is of time trends 

i:n educational expenditure, both in the aggregate, 

and by its various couponents, etc. Education 

Commission (1964-66) mde a fairly exhaustive 

study of the problem of financing of education, 

pre ~enting a detaUed ana.ly sis of different aspects 

of education finance, and developing estimates 

of educEltional expenditures for 19B5-B6. Some 

other stu:11.es have also been published l:7,{ the 

n-anning Conmission and by the Ministry of Education, 

Misra (1959, 1962, 1G67, 1971), Nair and Pillai 

(1962), Panchamukhi (19?0), Shah {1969), rinha (1£67), 

Malaviya (1977), Azad (1972, 1975), Tilak (1983, 

1985, 1986, 1987), Padmanabhan (1984r 1986) are 



some of the ma3or studies in educational finance. 

Prof. J.p.Na1k•s studies on financing of elementary 

education constitute by fer the most coaprehensive 

and ~na:il.yticeJ. one, going into all aspects of 

financing of education. /a.zad (1972) bas presented on 

incisive aaaJ.ys1s of the problems ot hlgber 

educational finances using official data. ~ e has 

also provided a comparative analysis of ,the government 

grants-in-aid ~stem for higher education (1975). 

In recent years, some interesting studies 

with inter-state and intra-state (inter-regional) 

focus have been attempted.Pancbamukh1 (19?0) used 

the statistical techn:!.que of factor analysis to 

construct a conposite-index of educational develop

ment for different states determining their ranks 

on this basis• In the context of the ·.resource 

allocation from the Centre to the States, through 

the Finance ComrDission and Planning Colllllission, 

studies about educational distance of different 

states, assume great importance. T1l.ak (1980) 

and Panchamukhi (1981) suggest simpler methods f0r 

measuring tbe coupGsite educational development 

of states. Jain (1981) uses Kendall's coefficient 

or concordance for measuring educational disParities. 

"'31bar undoubtedly was and is t~;. n:ost backward 
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state in respect of all types and ~evels of education, 

whatever the method used. Nair (1978 and 19~), 
.. 

Georse (1982)• Venkatasubramaniam 11977), Shah 

(1981), Dave (1979) one 118jor studies deiJ.ing 
. -

with. interdependence between economic development 

and education. ·veerarasbavan and ~sapra (1982) 

have exam!ned the i&lient features or in\er-state 

vaaiattoos 1n educati-onal expenditure. In a stu(\y 

related to u.p. and KeraJ.a, Pad.Denabbao (1986) bas 
-

examined the equality or opportunity 1n the financing 

or €dllC&tion. 

An analysis or tm trends in educational 

finances in India acquires an added significance 

not only in the context or time horizon but also 

in the context or regional disparities, as the 

balanced regional development bas been accepted 

as one or the major policy instruments tor 

development planning by the central and the state 

govemmeq.ts. The present study proposes to take 

a macro view or the financing or education in India 

and specifically the states of Maharashtra and 

Bihar. The former is :relatively an educationally 

advanced state with a. literacy rate or 47 per cent 

whUe t.be latter an educationally backlll8rd state 
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with a literaey rate of just 26~. Mabarasbtra•s 

men literacy rate is 69 per cent against ~i.bar• s 
' 

43 per cent• The ranee is even wider in case of women 

literacy rate with Bihar• s being just 11.~ as 

against Mabarashtra• s 40 pert ceat. As mentioned 

earlier, _different studies on 1nter•state variation 

in educational development bave f'oDOd Bihar the uost 

backward and Mabarashtra a leading state. In terms 

or economic indicators like per capita income, state 

domestic prodtt:t, etc. also Maharashtra is one of 

tbe richest states while Bihar lies at the bottom 

or the ladder. 11 the course of the studf it can 

be examined whether resources have played any role 

in creating educational disparity. 

Thus, broadly speaking, the objective of the 

study is to find out and examine whether the trend 

of the financing of education bas been in accordance 

with the goals of universaJ.ise.tion of elementary 

education and balanced regional development. To be 

aore specific the objectives are as follows. First 

to find out and analyse the trend of educational 

finances in general over the years. secondly,_to 

examine the salient features of inter~~tate variations 

in edooational t1nances. Thirdly, to examine the 

earlier findings or the subject in the li&ht of present 

findings. 
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behaviour of plan and non-plan expenditure on education in 

\'btli tbG ~tre and th~ states! What is the behaviour 

of the allocation of resources to the different 

subsectors or edooation! What is the nature and 

extent or variation 1n methods and direction or 

resource allocation in different states? How do 

allocation and utilization ofmsources for edue,tion 

deviate from each other! What 1s the difference in 

relative importance of various sources of educational 

finance in different states?, What is the extent 

of variation 1n the growth rates of educational 

expenditure in different states! How do expenditure 

in current prices va~ from expenditure in con~tant 

prices! 

The cost of education is met by the state 

governments, local bodies, parents, philanthropists 

and others. The community contribtlttes in cash as will 

as in kind to the development of education. The 

income forgone bf the students also con~itutes the 

cost of education. However, due to lack of data, it 

is difficult to, compute expenditure on education 
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from all tllese sources. so far as public expenditure 

on education is conc~ned, the bulk of it is 

renected in the budgets of the central mini~try of 

education and the state departme.l'J ts of education, 

although other departments also contribute to it in 

small arrounts. The present ~tudy, while analysing 

the trend of educat~onal expenditure, is. 1 imited to 
I 

the expenditure met hy education and other departments. 

The analysis relates mainly to t:te revenue account, 

the expen~iture on capital C:ccount being an ins~gni-

f1.cant portion of the total educational expenditure. 

Tl1e plan of contents of the present study is as follows : 

Chapter I gives a general picture of the 

ftnanctng of education in India. The Chc.pter bas 

been divided into ti..t~ "broad sect ions, the pre-

Independence and the Po~t-Indepe:1dence peri~d. The 

administration, so•Jrces and .objects of r·d•Jcational 

f~n~mces have been 4-i.;cur~ed i..n "IJoth t:be peri.')r1;. 

Tt 1i~cus~es the mechant~rn and principle~ of the 

ftnanc6 s have .,een r:li scu; sed in bJ th the periods. 

T. t d_. sc usf:e~ the rr.echan tsrr. and princ :t.pl es of the 

f1.'1anc1.ng o: educnti.cm. The ch~pter al~o give~ an 

idea ahout the trends 'Jf hoth the ~urce~ of ~?iucationc>.l 

finances P.nd the ~':Jjects of educati.onal expenditure 

i !1 'l:xJ tt the per~od S• 
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Chapter II deals with the f1nanc1og of 

education 1n states with particular]( reference to 

Bihar aa d Mabarashtra, after independence. A 

comparative analysis of inter-state variation 1n 

method and sources of educational finance and objects 

of expenditure has been done with the belp of a 

couparative study of B~r and Mabarashtra. 

Chapter In examines certain propositions, 

based on the findings of earlier studies in this field, 

in the light of the findings of present stu~. This 

chapter al Sl serves the purpose of the survey of 

literature to some extent as it includes the exami

nation and of earlier findings. 

TD3 last chapter provides the sumary and 

conclusion of the stuqy. It analyses critically 

the trends oberved and tries to identify some policy 

inplic at ions. 

There are seven appendices w.hich follow these 

chapters. Appendix I contains constitutional provisions 

on education and referred to in Introduction and 

Chapter I. Appendix II deals with the use of -word 

•state• referred to 1n Chapt~r I and Chapter II. 

Appendix III is statistical. appendix corresponding to 



the discussions in Chapter I and II. Appendix IV 

gives the explanatory note on the nature of data. 

'slppendb v contains note on ~dselected PlV sical 

indicators, »eferred to in the Chapter II. 

Appendix VI deals with tbe methods of data calcUlation 

done in Chapter II. Appendix VII discusses the 

metood of ·dre.*dn& trend line and testing significance, 

rertered to in Chapter II. 

The research bas mainly relied on documentation 

anCi data interpretation. A comp~rattve approach to 

study the bepaviour of educational finances across 

l-1abarashtra and Bihar has been used. This invol. ves 

the u~e 80d anaJ.y sis of time series of different 

components and parameters. Iooex Numbers and 

COmpound Growth Rates mve been used to show the 

trend over the years.. The inter-~tete analysis 

requires a correlation and regression approach and 

the significance of change of financial indicators 

over tre period of t1IIE· The study largely uses 

the statitatical indicators like expenditure in 

mUlions of rupees, expenditures as a proportion of 

GNP, e:xpendit ure as a proportion of total budget, 

expenditure as a proportion of revenue receipts, 

expenditure per head, average expenditure per student 

etc. 
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The oon•ava1l.abtL1ty of the latest data about 

educational finance for a subsector presents the 

10st formidable problem, mmly in tbe case of state 

financing, The analysis is, t~re:fore, _restricted 

to the latest e:ve.Uabl.e documents wherever 

possible. The ~otr ces or data are draft five year 

plan documents ot the central ·government and the 

states, Fducatton in India published cy. the 
I 

Government of India. General analysis of;;_ budgeted 

expenditure on educf.tion by the Government of !ndia, 

Eandoooks of educational and allied statistics 

by the Government of India, various reports of edu

cation ministries at the Centre as well as the State 

level, Annual progress report of the states and other 

publications of National Institute For BJuN'tional 

P.lanning and Administration. (NIEPA) and the 

Planning Commission. 

• •• 



CEAPrER I 

EDUl;AT!ONAL FINANCE IN INDY. I A GPPMJt VIDI 

A broad view of financing of education 

includes mobU1sat1.on or resources, administration 

and mechanism of resource &llocat ion and the objects 
\ 

of educational expenditure. An a.naly sis of any of 

these needs a proper understanding of all these 

components• This chapter tries to discuss brieny 

all these aspects in Indian context so as to serve 

as the; proper background for following chapters. 

The problem of educational finance in India. i~ l'liUCh 

older than the comtry1 s Independence. The preesent 

system of educet ion&l finance developed a.s c. 

historicaJ. process that was started in British India. 

Hence, tor the sake of convenience this chapter has 

been divided into two parts, nar!!t;ly the Pre

Independence and the Post-Indepeodence periods. 

Sol'lle of the important ohr:nees that took place 

in 'lr1t1 sh India fo rn1ed the l.tas.e of modern educe.t ional 

finance. The state r espon ~ibility to,:ards education 
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was realised for the first tine. Diucat1on took a 

secular character as it no more remained dependent 

on religious institutions and local chiefs. 

The administration of educational finance 

in India can be discussed in terms of financial 

relati.onship between the crown and the provincial·: 

governments in Briti~h India and between the Centre 

and the States in independent Indie. In the field 

of education the period upto 1833 was characterised 

by a total. absence of central control. Even though 

the Directors of the East India company were compelled 

to accept some responsib'll ity and incur some expenditure 

one ducat1on for the first time by the Char te!' Act 

o~ 1913, no central educational machinery was 

created for the purpose. llith the Charter Act of 1833, 

the concentration of powers in the hands of the brown 

in education started which continued till 1870 

but in a sense rigidly upto 1854 only.4 The Vood's 

despatch of 1854 did organise education on systematic 

lines, but the financial administration continued to 

be centrB.l.ised. 

in 
ew Delhi; 
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Lo·rd Mayo introduced a systEm of decentralisation 

in 1871 according to which, except in matters of 

all India concern, provincial governments had the 

responsibfiity of legislating in accordance with the 

requirements of local needs. Lord Ripon's resolution 

of 1882 on Local Self Government aimed at developing 

local bodies as "instru100nts of political and 

popular education." The Indian Education Conmission of 

1882 gave a dl..rective that ''The primary educction be 

declared to be that part of the whole system of public 

instruction which pO!'sesses an alrm !:t e::'{cl usive claim 

on local fmdf', set apart far education ad a large 
5 claim on provincial :revenues." However, in reality, 

an undue anount from local f un.js was devoted to 

secondary education. In 1901-0?, the government gave 

larger grants for primary education but no effort was 

made to evolve a scientific system of grants-in-aid. 

Lord Curzon came to Ioo ia. in 1898 and during his period 

the policy toward~ education changed. He initiated 

a period of central intervention and active policy 

5. Government of India; Report of the Committee 
on the relationship between the state Govern
ments and local bodies in the Administration 
of ?rimary Schools Delhi; Nanager of Publica
tions; 1954i P·12; Qooted in }1ukherjee, s.N.; 
Administrat1on of Education, Planning and 
Finance; 3aroda 1970, Acharya "1Jok Depot p.249. 
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making in education and .education system was aliiOst 

controlled by the Central Government. However, after 

his exit, Curzon's policies were neither sponsored 

vigorouSly nor abandoned altogether. 

The. Government of India Act of 1919 placed 

edrration as the respon~i'hUity of In~1an mini!Jters. 

But fine.nce was declared .:: a reserved subject, and 
\ . 

so the Indian ministers bad very little say in deciding 

priorities or levying duties. The special grants to 

education totaJ.ly discontinued. However the provincial 

autonouv granted by the Government of India Act of 1935 

gave IrOre powers to the provinces to organise their 

own educational services. Finance -was no longer a 

reserved subject. With the revival of Central 

Advisary !bard of Education, the Central government 

began taking the responsibility of education. Between 

1937 and 1~7, though the abUity of education sector 

to support itself mre than doubled, the educational 

expenditure did not increase in proportion to the 

total revenue or to the expenditure on other items. 

1·1·2 ~ources gf Educational Ug~cei;_ :· 

With the advent of change and official accept

ance of ~tate responsibility in the field of education, 

DISS 
379.152095412 

J559 Fi 

: :1/:li// 111,/i/1 illli llii!l/i/1 ilii lil11 Jilii !IIi 
TH3003 
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the state started providing statutory and stable 

main,enance to education, supplemented bf compUlsory 

fees from students and contr1llt1on of local self 

governments. Thus, there em~ ged five different s;,urces 

of financing education in India, namely State 

revenues, student tees, taxes on public lor education, 

local bodies and other sources. 6 

State Rennues 1 . State Revenues became one 

of the sources of educational finance after Charter 

Act of 1913, wh1.ch set aside Rs. 1 lakh annually for 

educational purposes. The amount was increased to 

Rs. ten lakhs in 1953 which was further enhanced in 

1954 ~ Wood's Education Despatch which organised 

the system of education in India from the primary 

to the university stage. The decentralisation of 

administration in 1871 dev'o'lvedi tbe responsi bUity 

of educational expenditure to the provinces. Due to 

natural calamities and financial stringency in the 

provinces, tt.~e share of state revenue to the total 

educational expenditure declined from amut 40 percent 

-----
6. Mishra, At The Financing of Indian Education; 

Asia Publ1shing HOuse; ~mnay, 1967, P·184· 
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in 1891~92 to nearly 26 per cent in 1901-Q2. The favourable 

change in the attitude o·r Central Government in the 

_beginning of the twentieth century increased the share 

to the ex~nt of 49.1 per eent in 1921-22. With the 
!! 

introductiOn 0 f Dtarehy and the depression 0 f the 1930's, 

the contribution of state revenues fell to 43 per cent 

in 1936-:J?. The provincial autononv in 1~7 granted 

financial. -power to provinces and led to an unexpected 

acceleration in .:l!ducat1onal expenditure. The sargeant 

plan e stima.ted the expenditure shared by public 

and private (otber than public) sector in education 

in 1~4 ,.ntch amounted to 88.6 and 11.4 per cent 

respectively which was quite similar to the estimate 

made by the Kothari Commission twenty years later. 

~ :. Fees developed as a source o t finance as the 

Government• s assignments were not able to meet tbe 

demand and aJ. so to apply the filtration theory of 

educating one class only. The charging of fees from 

the pupil seem to have started as early as 18?.~. The 

Educational Despatch of 1854 made the payment of fees 

a condition for grants-in-aid to schools. Thus, tution 

fee began to be charged in a11 institutions and g radu

al1y beca~e an important source of school revenue. 

In 1857 the Acts incorporating tbe three universities 
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provided for other types of fees also namely, fees 

for conferring degrees and for admission to the univer

sities. 7 The proportional contribution of fees to 

the total educational expenditure have declined from 

86~ 1n 18~-71 to 31.6% in 1 ~1-o2 to 26.4~ in 

1946-4 7 (Table 1). 

J:axe§ : Lack of funds for education in early days 

1 ed to the evolution of alllther rources of educational 

finance namely taxes, rates or cess. The first rate 

for education was levied in 1851, called Ha1kabandi Cess 

in the vernacular schools in the North Western 

Provinces. It \>/8.s such a strce~s that the Educational 

Desp&tch of 1854 recon-,mended It to other prov-tnces also. 

Punjab followed the exarrple and in 1856 imposed a 

valuntary cess f'Jr education at one per cent of land 

revenue which was made compulsory in 1364. The Govern

ment of India encouraged the impo~ition of ~uch 

taxes in the provinces and accordingly a cess was 

imposed in a11 provinces except ',Jest 3engal during 

the following decade. 

7. Acts Nos. II,XXII and XXVII of 1857, to esta-
blish and incorporate a university at Calcutta, 
Bombay and l·ladras, statute 15 of each Act, vide 
p 412, 419,425, J.A.Richey (ed.) Selections 
from Educational Records, Calcutta, 19?.9, 
quoted in Ibid p 187. 
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Local Bodies : The transfer of several departments 

including education consequent on Lord ~~yo's decent

ralisation of administration in 1871 created difficul

ties for the provincial governments in financiag 

educttion fully. Tt became necessary to meet the 

deficit from the local taxation, by developing the 

institution of local self governments. Lord Ripon's 

Resolution of 1882 reorganised the local ?odies and 

strengthened the association of primary education 

\·lith them. These local bodies, municipalities in urban 

areas and local, rural or local board funds or panc!:.ayats 

in rt;ral areas were responsible for t!Je C.)1t.rol ~:.-1 

:"1 nancing of education. T~1t fir ft educational duty 

of local bodi.es \o!ff to~rards p:r1.t--ery education ~~:_· 

directed ~ the Indian Education Commission (1882) 

and the government resolutions of 1904, 1913, 1916 

and 1919. The proportional share of local bodies and 

municipalities in the total educational expenditure 

was respectively 16.9 and 12.7 percent in 1870-71, 

14·7 and a.s per cent in 1~1-m~ and 9 and 5.6 per cent 

in 1946-47. This shows that the municipal e:xpenditlJre 

on education has always been lesser than that of local 

bodies and that the proportional expenditure of local 

bodies has been decreasing and that of the municipalities 

bas been increasing during the period. 



voo 
o a 

~c c:>C::>O 

---

3v 

\0 

~ c,, 0\J~"" ~r:t r; .. s...-d3. 

~ Loc.ol KJ.,.V'd.9.> 

~ Mv.hA.u ful h.u~ 
~ r:~~ 
liB o\..~ '::.ov-.9-.L~Sl. 

0 0 
OC>O 

oc 
0 oo 

0 t> 

oOO 
()0 

DDO 

----

ooo 
o"O 

ooo 
oC> 

0 OC• 

00 
0 OC> 
o• 

e>C>C> 
00 

L,,l 
illill 
~· oo 
~c 

0 00 

oo 
eo o 

()0 

0 00 
oo 

rl c 

0 
(1) 

ooo 
oo 

C> C>~ 
O'D 

coO 
oo 

ooo 
oo 

Ooe> 

I ~.-~-~-
, I 

I I il 
0 '(,..C.J 

c (' 

Ot> 

--·---

1-- 'illlli· 11·------ J!flf"' . ,~ 
I II lj i;: 'J't 
' 00t• 

0 C> (>; C' 0 0 C>L> 
c:. 0 . c~ c~ c•n0 

o o o I 0 
0 'c.· c o 

t>t··: C'~'n c-c.o 
oool oC' oO 

0 0 C> C>'t'> 0 0 0 
Oc>O e>t:. 00 
-· OC>C• Ooo 

r.J 
M 

t -

\0 



-26-

gther Sources 1 The main sources of educational 

finaaee in the Pre-British period were endowments, 

donations and gifts but during tld.s period the state 

support, fees and local bodies assignments assumed 
j 

such importance tbat they receded to the background 

and were named together as the ·•other sources'• As 

the government shouldered the responsibility, the 

people's obligation towards education lessened. The 

religious incentives: were gone with the ~eparation 

of education from religion and the declaration of 

education as being ~ecular. 

1·1·3 Ob;lects of Exwndi~ure 

The object~ of expenditure which were held insig

nificant in ancient or medieval times assumed a 

different significance in Briti~h period •. The expenditure 

on education is broadly divided into two parts namely 

direct and indirect. Direct expenditure refers to the 

operational costs of instruction at Vd.rious stages of 

education i.e. primary, secondary, higher, professional and 

technical education; and indirect expenditure includes 

the outlays on buUdinJs, furniture, edocat1onal 

administration and scholar ships. 8 

a. Hisbra, A tmanand; op.cit., pp.192. 
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El. ementary education was imparted through 

domestic system and indigenous schools tUl the 

liducational Despatch (1854) strongly recommended 

the governroont to take it over. The m1 ssionaries • 

started a number of secondary scrools. But a graded 
, 

system evolved only after the Educational Despatch 

of 1854. These secondary schools were either 

maintained by the government which bore the whole 

cost or by private bodies which received grants

in-aid from the Government. As far as higher 

education is concerned, although the first in sti

tution on nodern lines ~s started as early 4s 

1815, the e~t<-·'blishmerJt of universities in 

Calcutta, Dombay and · Nddras in 1357 "\:7&s the 

actual beginning. This provided incentives for 

opening new colleges which could be affUiated 

to t.'-le universities. But a larger part of Govern

ment expenditure went to its 01r1n colleges and t~e 

privately managed colleges, received less than 

one third of it. The disparity was so sharp 

that the Indian Commission of 1382 recommended 

special grants for the private colleges. 

The Government Re solution of 1 913 envisaged 
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one university in each province. During provincial 

autonouv higher education considerably expanded and 

the coordination &veloped. The professional and 

technical education &veloped out of the Government's 

provisions for the technical training of its subor-, 

dinate officers. The survey, engineering, industrial, 

forestry, agricultural, and arts schools lllere first 

to be started. The financial stringency during 

diarchy and the political upwheal during the 
0 

provincial autonomy slowed down the progress.~ 

The exp~nditure on higher education i.e. secondary 

schools and colleges had always been greater than 

that on primary educa.tion i3 xcept in two decades ending 

with the years 1921-22 when Lord Curzon and his 

successor's bounty· in giving earmarked irr.perial 

grants to educ~ion gave a fair deal to primary educfition. 

fhe expenditure on direct objects had always been 

above 75 per cent of the total expenditure except in 

tr.e year 19~1-22 ,.,hen it was ?1~, the decrease being 

due to the emphasis on quality of education '.Jhi.ch 

necessitated more expenditure on equipment, bui1 ding~, 

direction and inspection. Technical and vocational 

education received emphasis much later. Tables II flnd 

III sr.ow the allocation of direct and indirect expe'lditure 

9. Ibid.' p.192-19S. 
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to various items. Arrong the direct objects the 

increase was higher for secondary than primary education 

except when the Indian ministers held charge of 

education and primary education received DDre emphasis. 

The ·highest increase anong indirect objects was on 

capital outlay and mi·~cellaneous items; naturally 

larger on the former. 
10 

To sum up, tho ugh too Ea~t India Company had 

to undertake the education of the Indian people due 

to some political developments, it never accepted the 

responsibility for education ::;f the people of Injia. 

The Crown did accept it but half-heartedly and e xpendi

ture was always treated as relatively unimportant 

subject of the country's b.udget except for a brief 

spell during CU!•zon' 2 reign. 11 However, some 

important changes in educatiom'-1 finaqc~.ne took place 

in British India whose significance shoUld not be 

under -est ina ted. The greatest achievement of the 

period was the legislative provision for the appropriation 

of ftate revenue in financing education. The second 

significant change was the growing secular characters 

10. Hishra, Atmanand; Educational Finance in India_,, Aeia 
Publishing House, Bombay, 1;4o:', pp.?39-240. 

11· Ibid., pp.241· 



of education. The next was the shift of emphasis 

aoong the S) urces of educationaJ. finance. In 1946, 

Government contributed 45S followed f¥ fees and local 

bodies sharing 26.4~ and 14.6~ respectively. The 

share of enoowment and other sources was 14~. Another 

irrportant change was the expansion or both direct 

and indirect objects or educational expenditure 

and development or a graded system of' schools. Hence, 
' 

it can be said that the financing of education was 

systematized for the first time on scientific lines 

in the British period which laid the basis for future 

development. 

Vith the adoption of the Constitution of India 

the place accorded to education in the federal frame

work mderwent a sea change. The Indian COnstitution 

is neither purely federal nor pueely unitary but a 

combination of both. lts character is federal '~ith 

~trong unitary features and it declared India to be a 

'Union of states'• The administration of educational 

finances shoUld be studied with this characteristic 

of the Constitution in mind. 

1. 2.1 Admini§tratign 

Tbe C;Jnstitution of India made tbr.ee li~ts : 



List 1; List of Union Functions, List 2 - List of 

$tate Functions, and List 3, List of Concurrent Functions• 

Education was placed in List II except a few parts 

of 4.ti which were placed in List 1· The following 
; 

sectors of education are listed as the functions of 

the tllion 1 Central universities, institutions for 

professional, vocational and technical training, 

coordination, determination of standards ·in higher 

education. 

The Central Government intervenes in education 

particularly in three ways ' First, it has its own 

sector which includes, besides those mentioned in 

List I, the -regional colleges of education, national 

scmlarships, the programmes of University Grants 

Commission,etc. Administrative as well as financial 

functions of this sector are the full responsibility 

of the Central Govtornment. Secondly, there 1s a Centrally 

sp::msored sector, 1.ohich is a=nerally related to programmes 

for weaker section or the proiiOtiJn of Hindi etc. The 

Central Government takes care of the financial part 

of these activities. Thirdly, there is a centrally 

assisted sector ,.,hich includes activities, in the pro

motion of which the centre is actively interested 

tho ugh they are embodied in the state plan S• 
12 

The 

12· tttak, J .B.G.; ()p.cit.; p.S-9. 
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role of Central Governmoo.t has been justified on 

the gromd of regional inhalance 1n education anong 

states and their own financial constraints to 1reduce it. 

. . 
From 'the Constitution, the Governmnt of India 

obtained a larger authority over educ~tion than 

under the Government of India Acts of 1919 or 1935. 

Three ewtra.neous factors can 1le identified to explain 

this ' 

(a) the adoption of planning as the technique 

of development and the formulation of Five Year Plans 

by the Planning Commission, covering both Central and 

state development activities; 

(1t) the institutions of large central grants earmarked 

for specific educational schemes. 

(c) the political accident of the same party being 

in power at the Centre and in the states. 13 

It is believed that the Central Government ~hould 

extend its j ur1.sd1.ction in f' ducat ion to maintain uni

formity and quality and for national integrat1 on. It 

is also viewed that the Centre can act as a clearing 

13· Rao, V·R.R.v.; "Centre-state Relations in 
Education,'' in f.N.Jain fed.) ''The Union 
and the States, National, Delhi, 1972, p.1?9. 



house and coordinating agency 1n every sector of education, 

and it can develop programnes of significant and 

fmdamental research. 14 Central intervention is 

further justified, as provision of educational 

facUities as a right to all,particularly elementary 

education, and protection 0 f educational interests of 

weaker sections, are a part of the Directive Principles 

of State Policy in the Con~t1.tution. 15 

The Forty-second Amendment brought education 

to the Concurrent List. On the whole it can be said 

that though education was a state ~ubject before 1976, 

it was in ll'eality a concurrent subject. However, the 

concurrency was limited to .non-financial aspects 

ma1nly and even after this an.endmant, any treal 'financial 

concurrency' i~ not found, as the later part of 

this chapter shows. 

India 1 s polity is federal in character and as 

such there is a division of powers between the union 

and tbe states in respect of raising and nisbursing 

14. ~~aik, .T .P., "The Role of the Central, State 
and Local Governmrots and ~roluntary Agencies" 
in the Ind i..an r. ear ~ok of Ed~cr. tton, NC:-:nT, 
l'Jew Delhi,186..,, '9P 433-51. 

15. l'TP.utiyal; K.C.; "Educat-i..on as a Concurre~t, 
Su~ject'' Journal of IndiAn Education, 8/2 July, 
198::?, pp 26-32. 
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of public funds. Besides, there is also a provision 

for the distribution of resources between the union 

and the states. Uni-Jn-state financial relations in 

India have been gre~tly influenced by the fact that 

the federal structure bas evolved from a unitary 

system or finances· 

The financing system in India D8kes a sharp 

distinction between development (Plan) and zre.1ntainance 

(non-plan) expenditure one ducation. The process of 

sharing the resources by the Ceutre and the States, 

takes place through the Planning Coarn1.ss1on, a permanent 

non-statutory and quasi-judiciary body and the 1i'inance 

Comnission, a statutory body appointed once in ever)' 

five years. The former takes care of the plan 

expenditure and the latter of the maintenance expenditure"' 

The Planning Comnission gets its authority of assess-

ment of requirements of Centre and States only by 

convention. Its recoumendations are not strictly 

binding on the Centre or on the States, but are normally 

accepted, particularly in view of its commanding 

innuence on both the Governments. 16 

The Finance Commission makes an assessment of 

the states' claims on maintainance and makes its 

recommendations on the distribution of resources. 

16. TUak, J.l.G., op.cit., pp 9-10· 
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The recommendations when adopted by the Parliament 

and approved by the President are !)1Qding on the 

Centre and the States• In making those recom:nendations 

the Finance Comnission is expected to take into 

accotllt 
; 

(a) the requirements of the State Government 

under revenue:- account to meet expenditure on adminis

tration and non-plan commitments or liabilities; 

{b) Provision for emluments of govertunent employees; 

(c) Conmitment in regard to interest changes or debt; 

Cd) Transfer of resources to local organisations; 

(e) Maintenance of capital assets; 

(f) l"aintenance of plan schemes completed tn the 

earlier plan, and 

(g) Requirements of the backward states for up-

grading standards in general education. 17 

The constitution has laid down the detailed 

mechanism of sharing the resources ~ the Centre and 

the states through the Finance Comnission. In all, 

there are three types of transfers from the Centre to 

the States, the tax receipt~, grants and loans. The 

states possess relatively inelastic sources of 

revenue whereas their fi..~cal needs tend to increase 

due to their expanding functions. At the end of each 

1 7. Veeraraghavan,J. ,Non Plan Resources for Education s 
The Hole of l<'inance Commission; Paper presented in 
the seminar on Mobllisation of additional res:1urces 
on education, :ITEPA. July 198?., New Delhi. 
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five year plan period, the programmes and activities 

of that plan fall into non-plan category. The Table (4) 

smws that though there bas been an increase in 

bth plan and non-plan expenditure during the period, 

the share of plan expenditure bas been decreasing 

and that of non-plan expenditure increasing, specially 

after the year 1960-61. 

The allocation of resources to education in the 

five year plans has been going down from plan to plan 

excepting the 3rd plan, (Table 5). In the I~t plan 

it was ?.~and by 6th plan it has gone down to 2.6~ 

of total public sector outlay. The fall in the perce'Ot

age allocation to education has not been done on any 

rat1onal or ~cientific basis but only hy a process of 

resource allocat-ton in which the requirements for 

education were met after taking care of the needs of 

other sectors of development. The plan has both a 

Central and State sector. Under the central sector, 

the percentage of outlay autr.orised for education 

to total plan outlay has been: 4.4, 3.?, 4.1, a.s, 

and 2.5 and 1· 6< respectively for tb.e Ist to 6th plan; 

In tbe state plan, the state :Jutlay to Central outlay 

bas heen changing from 25 to 30~ (Table 5). 

Planning has changed the economic, fiscal 
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18 and also the political control of the country. Though 

Jiducation has been plaeed in ti'le Concurrent List for 

more than a recade, the policies and priorities are 

generally determined by the Central Government and the 

Planning Comni ssion, the responsibility for providing 
19 funds, continues to be no stly borne by .the states. 

Both in plan and non-planexpenditure on education, 

the share of states is remarkably higher in all 

the plan periods, the gap being wider in :nQh~plan 

expenditures (Table 6 and 7). 

1·2·3 P]'inciples of the All9ca);ion of Resource~ 

It is expected that the allocation of resources 

for education to the States 'WJ uld be based upon c er

tain well defined and clearly formulated principles. 

The problem obYiously, is of t'-10 type~ : distril:lut ion 

of resources between the Centre and the states, and 

d1.~tr ibution of resources by the Centre arrong the 

different st~tes· In either ca~e, the canon~ of 

d1.str1"1Jution or resource~ can be divided as follo1.1s1 ~O 

13. Baker, N.A., Union and the States in Education: 
A ~ttx1y 1n EdlYc~tional '?inance and ?J..anning,Sballd 
Eamac!J,,r, Hew Del!--..i, 1976, p. ;_~06. 

& J. 3:1"!:'up,Anand, Resource Allocation and Planning for 
Education, Mainstream, (Annual 1988) Oct.S,1988 
New Delhi, p • .S3. 

20. Tilak, J.~.G., op,cit. pp.12-15 
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a) J:he eguiU' cr1~er1on a riith respect to the 

distribution of educational resources among different 

states, equity in allocation··ot•resources should mean 

allocation in such a way that it produces equity 

i.e. all the states develop their educational systems 

more or less equally. It might imply even unequal 

distribution, the less developed state receiving more 

from 1libe centre. 

b) I.P! abU~y Q[iteriog : The ability principle 

gets identified with equity principle when it means 

more resources to educationally backward states• In 

other ~rds, it should mean oore resources to less 

able states. 

c) Degree of the educat1gnal efforl : This principle 

also implies allocation of reS'Jurces to different 

states in s~h a way that all the states reach a given 

level of educational development unifornil.y i.e. the 

centre makes the matching allocation in such a way 

that regional imbalances are minimised. 

d) Educa~j.onal accoqplishment s This principle holds 

that if the devolution of resources to the states 

by the Centre is gu-i. ded ~ rewarding notive, those states 

which accomplished well on educational f rant might 

receive more resources• On the other band, if the 
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reverse of educational accooplishment is taken into 

aacount, the allocation mechanism might favour the 

backward state S• 

e) :the efficiency Criterion c The criterion suggests 

that more resources should be given to those states 

who have efficiently spent the already given resources. 

Efficiency might be measured in various ways. The 
' 

most sophisticated ways of measuring efficiency are 

benefit cost ratio, greater cost effectiveness etc. 

They generally measure whether the cost is higher 

or lower than the benefit. If higher, what is the 

ratio of benefit to cost, and whether this ratio is 

economically beneficial or not. The principle of 

efficiency might or might not go against the 

principle of equity. 

1. 2·4 SoUt£U of Educational, !inane!! 

India has a multi s'1urce financing sy~em for 

education. The d 1.fferent layers of the Government, 

for example, tbe Central, the state and·local bodies 

participate in different ways in financing education. 

It is claimed that such a multiple source of finance 

for education has enabled the Indian education sy ~tern 

to get larger res.J urces thM 1 t could bave got 
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otherwise. 21 The various sources of educational 

finance 1n India can be Classified as follows. 22 

a) The Public ~·ector a 

(1) central Government 

(11) state Government 

(111) Local Governments (ZUla Parishad, Municipalities 

and Pa.ncbayats) 

b) 

11) 

(11) 

The Private Sector : 

ftudents/Parents, eg. fees/maintenance cost. 

Endowments and Donations 

(c) Other resources including foreign atd. 

<· 

Even before 1976 when education was brought into 

the concurrent list the Central Government shared a 

significant portion of expenditure, especially on 

higher education, as has been seen earlier, In 195~, 

tb e Univerwity Grants Gomnission ,.as established to 

coordinate factlities, uaintain standards and allocate 

grants. Besides these, the Centre gives proporti~nal 

or matching grants or the whole cost of general educational 

21. Padmanabhan, c. '1., "Financing of Indi.an Education•· 
Journal of University Education, 5(?), ~ecember 7, 
1976 pp 84-87. 

22. TUak, J. B.G., Educational Frances in In:iia, 
NIEPA, New Delhi, 1986; pp 11· 
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projects and schemes in various st*tes and maintains 

its own institutions for education in the Union 

Territories. 

state Governments have been a perpetual and 

l!k)st iuportant source of educational finance in 

the post-Independence period (Table 8). Educational 

expenditure as percentage of state Domestic Product 

Cs.D.P} bas increased for all the States between 

1960-61 and 1985-86. rre high increase in per 

capita expenditure on education between 1961-62 and 

1985-86 may be partly attributed to the inflation. 

Percentage of budgeted expenditure on education to 

total budget sl~ws a decline in ~orne states and 

a rise in others. The States "'rith high literacy 

levels like Kerala and Mahara~htra show a decline 

and states with loY~er literacy rate like Bihar 

and Orissa ~how a rise. However, sorre states •.-tith lo'~ 

1 it eracy levels also show a decline. (Table 8) • 

The other important sources of e du:: at ional 

finances are local bodies including municipal bodies 

and panchayats. The municipalities are primarUy 

responsible for primary education in their areas. 

:9ut some of them spend on secondary education and 

sometimes on colleges as well. There is no unifor1n 

pol ic-J for allocatin~ funds for education ?..nd ~ep<:.rn.te 
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r ul ef' are prevalent in different states. The Con sti

tution gives the panchayats the autlx>rity in the 

adm1nistration of primary educat~on. Certain 

States give them discretionary authority wbUe 

others make it an obligatory duty on them to 

finance primary education. However, the financial 

resources or the Panchayats are so limited that 

they can only exerc 1. se superficial c~ntrol. 23 

Fees are another iuporta.nt source of contri

bution which depends largely on the number of enrolment 

and rate of fees. After Independence due to various 

incentives there was a large scale increase in 

enrolment. The rates of fee' were enhanced with 

the increase in the co~t of living. renee, the income 

from fees rose considerably aJ.. th:>ugh this rise was 

limited by the policy of free elementary education 

and many other discriminatory protective measures 

adopted by the central and various state Governments 

for Scheduled Castes, Scheduled Tribes, and 

women. various types of fees are being charged, the 

main being admission fee, tuition fee, library fee, 

etc. The rates for different kinds of fee vary from 

23. Mishra, Attiflnand, the Finane ing o f Indian 
Education, Asia Publishing House, Bombay, 
1967, pp.223-225. 



State to state and sometimes from region to region. 

Private institutions began to charge at par with 

cb& Government Institutions and wherever better 

facUities were provided, the rate could even be 

higher. The rate structure is not fixed in private 

institutions and· rrost of the time includes fees 

such as building fee etc. which is not the part 

of fees in Government institutions. In £act, there is 

no exact data avaUable fort he amount charged 

as fees by priv-c1te in~tit utions as they generally 

do not disclose it in order to evade taxes. 

The contribution from enoowments and other sources 

to education has been· steeply declining perhaps due 

to the general feeling that education is the res

ponsibUity of the elected government in a derrocracy. 

The role of foreign aid in the educational 

bills of under-developed economies is quite sigatficant, 

Throughout the developing world aids account for 
24 

about 8 per cent. Tn case of foreign aid to education 

24. Eidl.e, J.H., •·Financing education in 
de~eloping countries,'' Comparative Education, 
7/2 November 1 971 • 



we have international bodies like tne UNO, UNESCD, 

and the Colombo Plan and some phUanthropic organi

sations such as the Ford Fbundation, the Conmnnwealth 

the Federation of British Industries, etc. The 

Governments that offer facilities are those of UsA, 

U.K., u.s.s.R ., Italy., Germany, France, etc. The 

help come ·111 different forms like scholarships and 

tour grants for studWing abroad, providing 

expert personnel etc• The experts generally serve 

in country's planning boards, Education Commissions, 

survey team, etc. 

Sufficient reliable data at the nacro level 

on the nainta1nance co~ts incurred by the ~tudent/ 

parents are not avaUable and hence most analysis 

of educational finences remain confined to the rest 

of the sources mentioned abve and the aggregate 

is referred to as total educational finances. But 

to ignore these musehold costs is too costly for 

educational planning in the long run. To note 

brieny, the maintenance expenditure, including 

fees net tv the households, which can be called 

b'lUsemld investment in education has increased 

at an annual g ro,Nth rate of 9. ?~ between 1970-71 

and 1 28?-8~, trough in real terms there 1~ no 
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increase. (Table S). Both as a proport1one of GNP 

and as per capita in real terms it has shJwn a decline. 

or the total educational finance that excludes 

the rousehold expenditure, the share of the Central 

and state Governments has increased from 57 per cent 

at the inception of planning in the country to 80( 

by 1980-81· The share of every other sector 

declined during the period(-ro.bk.-\o). 

The steep increase in the role of the government 

and relative fall of all other sources in financing 

education can be attributed to three factors. First, 

it 1 s in conformity with the •law of increasing 

State activity 1 YOrking in several countries of the 

world. Secondly, the government has to expand 

educ-ational investment to build a secio-ec0 nomic cyst em 

after the colonial rule. The government policy to,,o~Brds 

equality in higher education through subsidtes to 

weAker section led to the g ro,o~th of e ducat1onal 

~"t 9 5 e xpen ~.1. tJre. -

I'his pattern of financing has serious implication~ 

as the hurden of indirect taxes that goes to the public 

25. Tilak, J .1.G., ''Investment in Lduc[-::.tion" 
Eastern Economist, Annual No.1980. 



exchequer to be spent on education is generally 

borne by t be relatively poor people. This raises 

the question whether the benefit accrued goes to 

this strata or not? The answer needs a caref;ul 

examioa tion of the ob3 ect s of el(l)enditure in ed u

cation sector. In the next section tre objects of 

educational expenditure are going to be discussed. 

The objects of expenditure in the po st-Indepen

dence period remained alno st the same as 1n the 

British period but they were classified afresh 

with a view to providing detailed information 

in respect of various sectors of e ducE-tion. Thus, 

colleges and schools were divided into three 

categories s (1) for general education, (?.) for 

professi~nal and vocational education and (3) for. 

special education. Greater details of each category 

0 r institutions began to be provided in the statisti

cal reports on education .. The indirect objects of 

expenditure were broken into C1) Direction and 

Inspection (2) Buildings and Furniture (3) Scholar

ships and other Financial concessions (4) Hostel 

charges an.J {5) Ft1scellaneous. 26 

26. ¥dsra, Atmanand, op.cit., pp 231-248· 



Elementary education caters to tlE age-group 

of 6 to 14 years and includes the primary and middle 

school education from Class I to VII. The consti

tution promised to provide free and co~ulaory 

education to all the children upto the age of 14, 

within ten years of its coumencement. In 1957 an 

All India Council for Elementary Edtration was 

established to prepare a programme for 'early fulfU

ment of the directive. But the achievement of this 

objective remained a far cry and currently the 

government expects to fulfill it by '1939-90. 

The ot~er object of direct expenditure is 

secondary education. There are a number of organisations 

to help in the construction and improvement of 

various aspects of secondary education. Still it . 
has been the weakest link betwee:l school and uni-

versity. The Directorate of Extension Programme 

for Secondary Education and the -Iati,Jnal CouncU 

for Educational Research and Training were establiShed 

in 1959 and 1%1 respectively to promte secondary 

education. 

liigher education -was rrodelled after the recommen

dations of the Radhakrtshnan Commission. The Uni

versity Grants Commission was established in 1953 

for the promotion and coord !nation of higher education 

and the determination and maintaiqance of standards 



of instruction, examination and research. The 

allocation of trants to institution of higher 

education is one of its responsibilities. There 

bas been trenendous increase in the inst1tut1ons 

as well as enrolment in higher education in the post

Independence period. 

The expenditure on professional education in agri

culture, applied art and architecture, 'commerce, 

engineering, forestr"J, law, medicine, p:tu sical education, 

teacher training, veterinary and o tber s is made at t'~ 

levels (a) College level and (b) secondary level. 

The All India Co unc 11 of Technical Ed uc at ton set up 

in 1945 organises and coordinates· the development 

of technical education in the country. The NCET\T 

coordinates and encourages research in the vncational 

education at secondary level. The Me4ical Council 

of India prescribes and maintains standards in 

medical education. The Indian Council of Agricultural 

Research WJrks in the field of agriculture an1 

allied subjects. Similar bodies in other areas are 

also operating for prormtion of the respective fields. 

Indirect Expenditure s M: a result of great expan-

sion of educ at ion at all 1 evel s and impl em en tat ion 

of new projects and ~cheme s, educational a dminb=t ~at i Jn 



had to be strengthened and reconditioned· In many 

states a deputy miniFter of education, joint directors 

for teehnical education, women • s education and 

physical education were appointed. The increa~e in 

the enrolment and the opening of new in~titutions 

necessitated provision of buUdings, furniture and 

equipment. Designs of cheap buUdings for ~chools 

and laboratories were considered and implemented. For 
' 

the purposes of derrocratization of educational ~ppor-

tunities in independent India, a large number of 

scholar shi ), stipend and free student ship schene s 

,.,ere started. Besides, special grants for physical 

activities,libt'aries, and reading room!:, expenses 

on special progrannnes 1 ike mid-day meals were provided. 

The As ian In st it ute of Frl uc at io nal Pl. ann in g and 

Administration was establi~hed in 1 %~ '"hich ,,6.s 

renamed as National Institute of Educational Planning 

and Administration in 1979. 

An analysis of 1ntra-f!ectaral resource allo-

cat ion in education in five year plans sh:::>w!' so rr:c clear 

cut trends. The declining ~hare of elementary 
-

ed~cation from 56 percent in the First ~lan to ~9 

per cent in Sevent:-l ,1 '2.11 1:' !'0112!''-:-'''U.e. Elementary and sec:::>1 

dary ~ducat1on t3gether account for only 45 per cent 
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of to tal ed ucat iooal e xpendit ure • Another notable 

point is the sudden increase in social education 

including teacher education, vocational and <:-.dult 

education etc~ : .tto1;11 18 per cent in Sixth plan t~ 

33 percent in the seventh ~lan. (Table 11). A 

detaUed-anaJ.ys1s of intra-sectoral· resource 

allocation in the states will be done in the next 

chapter. 

Even if both plan and non-plan expend 1.ture 

are taken, the trend is similar. The share of el emen

tary education in the total direct expenditure shows 

a decline and tre secondary education's share shows 

marginal increase. The s~re of higher education 

kept on risi1g. The rate of growth of indirect 

expenditure between 1950-51 and 1976-77 is really 

slow. (Table 12). 

Tal>e 1:3 shows the share of different subsector s 

of education in both plan and non-plan expenditure 

as well as in total ex pen di ture. In the year 1 ?85-86· 

This brings into the fact that the share of prima:r-y 

and secondary education ate lower in plan expenditure 

than in non-plan expenditure. On the other band, the 

share of higher and technical education in plan 

expenditure are greater than their shares in non-

plan education. 
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The Education Comni~sion (1964-66} suggested 

that at least two-thirds of the total expenditure should 

be in school education and one third in higher 

education. But experience suggests that. even that is 

not adequate and at least three - fourths of education 

budget should bave been invested in elementary 

education, if we are ~erious to achieve the objective 

of universal isat ion o f elementary education. 27 

The state-wi~e figure of intra-sectoral analysis 

shows wide intra-state variat1.ons, (Table 1~) One 

intere~ting fact is that 1ihar spends 61.1 percent 

of its total b~dget on pr 1mary education and still 

trails far behind in literacy 1 evel. On the other 

hand, Eabarashtra stands second among states in 

literacy level ju:=t by spending 44.2 percent on 

prinary education. HowevEr, haharashtra spends 

notably bigber share on secondary education than 

Biha!. l'nother important fact is that even econowi

caJ.ly pro~perous states like Punjc.b spends only 2~.6 

percent on primary education. The detailed analysis 

of the~e trends wll 1 be done in the next chapter • 

. 27. TUak & Varghese, •·Resources for Education in · 
India'', Occasional papers No.2, NIEPA, 
New Delhi, 1982. 
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The Intra-sectoral Allocation By Sources 

Lastly, the intra-~ctoral allocation of 

resources in education qy sources have been consi

dered. In 1982-83 the proportion of allocation for 

education in the central budget was only 2( whUe 

that for the states was 1~· A carefUl analysis 

reveals that ~ large part of the cost per pupil 

is borne ~ the state Governments, whether it is 

recurring cost or non-recurring cost. While at 

every level of education the contribution of state 

government~ is the highest, its percentage share 

declines at increasing levels of education. (Table 15). 

In other words, while for primary education the 

ttate Government's share is tbree fourth~ of the 

total, for higher educ~tion it is about half. Same 

is the case for middle education. The st~re of the 

Central Governmen~ is le~s at lower levels of 
28 education, than at higher levels of education. 

The contribution of local bodies is relatively higher 

at lower levels of education than at higher level s• 

However, the share of non-government sources are dec-

1 ining over a period of time and that ·of tt.e government 

sources are increasing. 

?8. Ibid. 
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The Centre-state shares qy levels of education 

in plan outlay~ have been shown in Table 16. The 

Centre's share has increased from ~.4< in Fburth 

Plan to 6.4~ in Sixth Plan and to s.s~ in Seventh 

Plan. The Centre• s share is higher for higher 

education. The Centre's share for technical education is · '~: 

also ~quite high. ~~:t has come down from 52.4( as Fourth 

plan to 44.3~ in Fifth plan and to 32.3~ in Seventh 

Plan. The per cent age srJ.S.re of Centre in education 

as a whole was 32.s, 22.3 and 37.4 in Fburth, Sixth 

and Seventh Plans respectively. 

Thus, in this chapter, the roles of the Centre 

and the states in tr~ financing of education beginning 

from tbe ~riti~h period to the present time have 

been di~cussed brieny. The Central Government has 

emerged as the main policy maker 'While the States 

are main f1 nancing source especially at ~hool level. 

The changing s1.gnificance of d-t_fferent ~'lurces ,r 

educational finance as ~11 a~ the trends in the 

intra-sectoral allocation of educattonal expenditure 

have also neen d1 scussed. In the c:lUntry as a whole, 

the Government sector bas en1erged as tte mo~t .. important 

source. Although, the sl:are of primary education, is 
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higher than on other sectors, it is not upto the 

required level. The aim of this chapter ha~;- been 

to provide a general picture of educational 

finances in India in ·a rder to provide background 

for studies of specific ~ectors in the following 

chapters· 

... 



CHAPrER - II 

THE FIN.Ai.~CING OF EDtJ.;ATION IN THE ST M E§ -

A CO:HP.AHATIVE STUDY OF BffiAR AND 1-".AHARASETRA 

In the last chapter, the dffferent aspects 

of Educational Finance such as Centre-State relations, 

administration, sources and objects of expenditure 

in respect of both the pre-Independence and the post

lndepend ent India have been reviewed. But within 

the country all the states are not at the same edu

cational level nor do they follow the same pattern 

of educational financing. Hence, the study becomes 

more meaningful if it takes account of ~me ~pecific 

study related to states. To th1 ~ end, two states -

Bihar and :t-;ahsrashtra have been taken into account. 

The former is educationally backward and lies at 

tLe bottom of the ladder while the latter is 

educationally advanced and 1 ies ne:xt only to Ke~ala 

among states in ternis of literacy rate. It if: true 

that education in HaLarashtra received nore attention 

during the British period due to several factors 

such as the growth of industrialization and trade, 

but even after Independence, it is generally fe:t 
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that, the education sector bas received greater 

importance there as compared to other states. This 

chapter tries to e:xamine the trends of educational 

finances at inter-sectoral ana intra-sectoral level 

both vJithin the state and between the states. 

2.1 A Comparison of Economic Indicators 

Both ~ihar and Mahar·ashtra are ~mong the oost 

populous states of' the country, holding second and 

thtrd posit ion 1·e spectively, U. P. being the r: rst· 

Roth the states are rich in natural resources - Bihar 

being the r iche~t 1.n mineral :resources like cooking 

coal, iron-ore, mica, etc. and l<~abarashtra having 

huge reserves of oil. But though Haharashtra l.s a 

highly industrialized state, Bihar is ironically 

industr tally backward. haharashtra ~s rich in pro due ing 

cash crops sul!h as cotton, sugarcane and to bacoo. 

The share of agriculture to s·.n.p. is a.tound 70% 

in Bihar as again~t 20·1 in 1'-iaharashtra. The share 

of industries in SDP is only around 1.5~ in 3ihar 

ag~J.~nst::; nore than 40~ in Maharashtra. Despite 

being an agr~cultural state, Bihar remains a deficit 

state in foodg:rains. MahRra~htra ts ahead of '91har 

in ter.ms of economic l.ndicB.tors liKe state Domestic 

Pro duct, per capita Income, etc. (Table 17). 
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2.2 A 0om2artson of Physical Indicators 1n Education 

Both Bihar and J.iaharashtra follow a system of 

10+2 pattern in sehool level education. In both 

states the education of +2 klnd ts available ooth 

in schools and colleges. In Bihar education is free 

upto class X whereas in Maharashtra it is free upto 

class XII. 

A compar iron of pcy sical indicators of 

educati~n between both the states as well as India 

as a whole is essenttal along with financial indicators. 

Table 1'3 shows the edge of l·iaharashtra in 1 iteracy 

rate· in ooth 1971 and 1n81 over "Ribar. Naharashtra 

is well above the national average 1n "both the years 

whUe Bihar 1s 2t quite a low level of literacy rate 

as compared both to 1-iaharashtra and to All India 

average. The 1·a te of growth of literary rae between 

1971 & 1981 is also higher in l'1aharashtra than in 

Bihar and India. 

The number of prinary schools is remarl~ably 

higher in 3ihar than in i·.aharashtra Crable 19). 

Similar is true with the average number of schools 

avaUable per lakh of population at the primary level 

(Tab~e 20). But at secondary_ level the number or 

institutions is rrore 1n haharashtra (Table 16). One 
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interesting fact is that though the number of profes~

ional education institutions at pre-degree level 

is m:>re tn Naharashtra, Bihar exceeds in the number 

of post~degree professional colleges. Teachers-

pupil Ratio does not vary much at school. level between 

these two states (Table 21). The single teacher 

primary schools as a percentage of totaJ.. number or 

primary schools is 33.5 1n Bihar as again~t 52.? in 

in }'~aharashtra (Table 22)· The percentage of schools 

with library racllities is slightly lower at primary 

level in Bihar and slightly higlwr at middle, secondary 

and higher secondary level (Table 23). 

'All the~e indicators show that Bihar had a better 

P~"J spect for spread of education at primary level but 

this did not happen. Gross 1)1rolment ttat1o ts higher 

in Mahara~htra than in ~ihar and India at all levels. 

At primary level it ts Jnly b6 in Bihar as against 

100 1.n Haharashtra Crable 24). All higher level, in 

all the ~ourses the enrolment 1~ higher in ¥aharashtra 

than in -:jihar (Table 24 CB)). Some other statistical 

indicators can perhaps explain this phenomena to 

some extent. hore. than eighty percent of Bl.har' s 

population belong to rural areas and the percentage 

of rural population served within habitation both 

at primary and middle level is markedly low there as 
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compared to Maharashtra (Table 25). Not only the 

enrolment ratto is lower in Bihar at all levels, 

but the survival rate is also very low at all levels 

o·r ~hool education as compared to 1-iaharashtra and 

also to all India (TaJi;e 26). Table 27 stows the 

statewise 'frequency distribution of Districts by 

categories or total literacy.· While in Maharashtra 

there is not a single district below the average 

literacy level, in Bihar 23 out of 31 districts 

are below average literacy 1 evel. 

2.3 iiuca~ional Expenditures in Bihar and Haharashtra 

The educational expenditure as percentage 

of State Domestic Product was 2.3 in 1960-61 in 

Bihar which increased to 4.~ in 1985-86 \vhereas in 

1-laharashtra it increased from 3.0 to 3. 5 during the 

same period. The ranK of Bihar and Haharashtra is 

3rd and 17th respectively from the point of vi.ew of 

percentage or budgeted expenditure on education to 

to total budget. The per capita Edu.cational expendi

ture increased rrom Rs. 5.2 in 1960-61 to Fs.b4.?.6 

in 1985-86 in Bihar and from R s. 13.9 t::> 120.46 in 

:t-~aharashtra during the same period. Table 28 soows 

inter-district variations in per capita expenditure 

\.;ithin the states of '31har an1J ... 1aharashtra Coefficient 

of variation is c. relatively better measures of dis-
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per s1on which is significantly higher 1n Bihar • Table 21 

smws tbe Representation Index of imrestment in 

Education. It makes it dlear that while Bihar is 

an under-invested state, Naharashtra 1s an over

estimated one. 

!{ext the inter-state variations at inter-_ 

sectoral and intra-sectoral levels, would be examined. 

Fiowever, before attempting any inter-~tate comparative 

analysis, the following two points sr.liJ uld be kept 

in mind : 

i) It may be noted that tbe total expenditure 

relates to the sumo f the expenditure incurred. by 

different states and it does not include the 

expenditure by the centre. 

11) The a11aly sis relates only t::> the expendttore 

on the revenue. account~_ 

T:--ble 30 shows tbe percentage o!' iudgeted Expendi

ture on education by Education and otr.er d epartrnents 

t;) the total ~udget rrom 1968-69 to 1986-87. The 

data tor All India nere indicate the average of the 

grand total of all the states and union terr1torie~. 

TLe trend lines 111 rigt..rr'e II which has oeen orawn 

on the basi~ o!' Table ~5 Lelp us to recogn1.se tne 
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trend in these states over the years. FOllowing 

are the trend line equations. 

All Indta Y3 = 23.4.97 +.09'7' t 

'.fhere Y1, Y2 and Y3 represent the perc~ntage expen01 ture 

and t the time respectively. !Je see that percent-

age expenditure on educr, tion has declined in l:aha-

rashtra as the slope of the line if' negative ,.,.hUe 

for India and Bihar it has increased. Tbe decline 

in La11arashtra is in signifl.cant whereas the 

increaf'e for botb Bit~ar and All India is ~igni:'ic~.mt. 

Follo,_-/ing are the b, r 2 and observed t values 

b* r2 t 

Bihar .453 .404 4. 832££ 

Laharashtra -0.03 .oo~ 

All India .oa~ .143 

* Slope coefficient 

£ Significant at 5% level· 

££ Highly significant at 5~ level. 



However if the abrol ute amunt of expenditure is 

taken into account in these two states, Mahershtra 

ha~ maintained its supremacy all through these 

years (Table 31), though the difference has slightly 

narrowed down. In 1968 Haharashtra• s expenditure 

· was 2. 7 times mre than Bihar• s whUe in 86-87 it 

came down to 1· 9 times• Rlwever the shares of both 

the states in total expenditure for All Ind 1a have 
I 

al rro st rerrained the same over the years at 5. ~~ and 

s.~ for Bihar and at 11·5~ and 11.05~ for 

Naharashtra in the year 1968-69 and 1986-87 re speetively. 

The percentage of plan expenditure on 

Education to;· total expenditure of the Education 

Department has declined in Naharashtra and increased 

in Bihar over the years. (Table 32}. Follo,:~1.ng are 

the equations for Trend 1 ines. 

Bihar Y 1 = 7. E 80 + 0. 2 94 t 

Maharashtra Y2 = 11.278 - 0·218t 

1.11 India Ya = 8. 835 + 0-168 t 

In 1968-69, the percentage share of plan expenditure 

in 1ihar was 10.1 against Kahara.shtra 1~.2 whereas 

in 1986-87, it went up to 16.9 in Bihar and came 

down to 9. 2 in NatJarashtra. Following are the b, r 2 
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and observed it values worked out on the basis 

of Table 32· 

b r2 

Bihar ·:294 .098 

Maharashtra -.218 .057 

All India ·168 .oao 

\ 

It i~ found that observed .~'t values are not 

significant for either of the states or all 

India at 5~ level. 1t soows that the ri~e or 

decline over the years is stati~ically insignificant. 

Next the alloc2tions for different sub-

sectors Jf education sector in these states are 

taken. The four subsectors - !lementary, Secondary, 

Universities and higher and Technical, which 

together take the n1a.j or chunk of education budget 

have reen taken into consideration. The data 

for the period 1968-69 to 1986-87 have been taken. 

The percentage share of e1.ementary educr:tion has 

always been higher in Bihar as compared to Kahara~htra 

and Indian average (Table 32). The equation~ 

of the trend lines are as follows : 

:t-~abarashtra Y2 "" 44.656 - .165 t 

All Tndia Y3 = 46.542 t •• Q87 t 
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On the other band, the percentage sbare of 

sec3ndary education is much higher in Maharasbtra 

conpared to 13ibar all through these years (Table 34). 

The perceotage share for seco ndaty education in 

Bihar has been much lower than the national average 

also. The equations for the trend lines are as follows 1 

Bihar Y1 = 11·252 + o.589 t 

J.1aharasbtra Y2 = 33.448 + .039t 

!11 India Y3 = 21.216 t .112 t 

The percentage share for universi~ and other 

higher education has been higher than national 

average in both the states in 1986-87, tr~ugh this 

was much lower in lvlaharashtra in 1968-69 (Table 35). 

The trend line equations for area a~ follows : 

Bihar Y1 = 13.408 - .038t 

haharashtra ~2 = 5. 255 + • 560 t 

All India Y ~ = 10· 537 + ·10Bt ..... 

The percentage share of technical education 

in the total educational expenditure is lower in 

Bihar as compared to Maharashtra 'Table 36) • The 

trend line equations are as follO\<ts s 
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Maharashtra Y2 = 4.165 - o.o56 t 

All India Y3 = ~.400 - o.os6 t 

Following are the b, r 2 and observed t. values for 

educational expenditure on different subsectors worked 

out on the basis of Table 32,~3, 34, 35 and 36· 
I 

EJ.emeJ)ta.a ~~~Qndan 
b 

r2 r2 b t b t 

Bihar -.Q57 .ooc: .445 .289 .670 a. 595** 

Haharashtra -.165 -109 2·105* .038 .Q48 1· :352 

All Tndia .Q87 ·139 ~.416* ·113 ·423 5.13* 

Higher Technical 

Bihar b r2 ... t b . r2 t 

Bihar -.039 .Q09 • 579. -·116 .655 8. ~86** 

Laharashtra .560 • 798 11.539*• -.056 .490 4 -116* 

All India • 993 .662 7-01** -.056 .2~9 4.27* 

The percentage sr~re budgeted expenditure on 

elementary education has declined both in 'lihar and 

t<aharashtra but the decline for "9ibar is insignificant 

whUe for 1-laharasb tra it is significant. The all 

Indian average has increa~ed over the years and the 

increase is statistically significant. For secondary 
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education, the ~hare of budgeted expenditure ha~ sho'~ 

an increase in both the states. But increa~e for 

Maharashtra is insignificant while for Blhar is 

highly significant. Thus despite a higher rate of in

~~-• over the years, the percentage share of 

secondary education has remained much lo-wer to 

Haharashtra. The all India's average also shows a 

significant increase over the years. ~n case of 

Universities and other higher education, there has 

been an insignificant deCline in its share in 

Bihar over the years. On the other hand Habarashtra 

shows a higr.J.y significant increa:-'e during the period 

ln this respect. Con-sequently ~ihar• s' share of·! higher 

education which was much higl'E r to Kaha.rashtra' s 

as well as all India's share in 68-6~ has becarre 

lower to both of these in 1986-87. The all Indian 

average also shows a significant rise during the~e 

years. As far as the percentage share of technical 

education in total budgeted expenditure is concerned 

share has been significant decline in ~ihar, 

Eaharashtra and India. However the decline for 

Bihar is highly ·'significant. As a resul. t, the gap 

between Bihar and Hat;arashtra has '"'idened in this 

respect, Ea.barashtra' s share a1way s being higher 

during the period. 
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Thus, it is seen that the percentage share 

for elementary education is higher in ~ihar whereas 

the share for secondary and technical education is 

higher in Maharashtra. The percentage share for 

university and other higher education wa~ earlier lower 

in Maharasbtra but lately it bas mare or less equiii~ed 

Bihar in tba t sense. 

However, the consideration of absolute data 

shows a different trend in intra-sectoral data 

also as is in inter-sectoral analysi.s. Tbe expenditure 

on elementary education has all along been higher in 

Haharashtra and the difference bas also been almost 

~imfiar. In 1968-69 Mahsrashtra • s expenditure was 

1.62 tirres higher than Bihar• s and in 1986-87 it came 

down slightly to 1· ~4. The share of Bihar in Inoia' s 

total expenditure was 7Cff. in 1968-69, 8~ in 1P86-87 

as again~t Maharashtra•s 11~ and 10.05~ in 1968-69 

and 1986-87 respectively. In ca~e of secondary 

education also, the total expenditure is much higher 

in Habarashtra, though the difference has been narro\-led 

down. Kaharasttra•s expenditure was higher qy 7.66 

and ~.21 times in 1968-69 and 1986-87 respectively. 

The sbare of Bihar in the ·total Iod jan expenditure 

was 1· 8'1!. in 1968-69 which went up to 2.4~ in 1986-87. 

haharashtra• s share went do'W!'l slightly from 13.7% 
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to 11·4~ during the ~ame period. (Table 37 and 

Table 38}. 

The absolute amowt of expenditure is higher 

in Maha.rashtra in aJ.l the sectors including higher 

and technical education. The difference is more marked 

in technical education where J.taharasbtra's 

expenditure is rrore than tr~ee times greater than 
' 

Bihar• ~· In case of higher education, in 1%S3-69, 

when ~ihar•s percentage fhare was more, the absolute 

expenditure was 1·4 times less (T~-ble 29 and 40). 

In Table 41, eoupound Growth Rates (CGR) of 

total Budgeted Expenditure ·hcve been worked out 

for education and different sub-~ectors of education. 

The difference between growth rates for education 

sector as a whole between Bihar and Naharashtra is 

slight. In case of primary and secondary education, 

tbe C(llis are greater in lihar. The CGR for higher 

education is higher than that for elementary 

education in both the states. The CGH for technical 

education is lower af compared to ot.ber sectors 

both in Bihar and l·iaharashtra. When the 18 years 

period is divided into three periods of ~ix years 

each, tt is marked that in "9ihar the CGF has been 

highe~t for higher educ~1.t -1 on in la~t s1x year S• In 
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Matarashtra the difference among CGRs for different 

sectors have narro,-ted down in la~·t six years spell 

showing that the state bas a sufficient base in 

all the sectors now. 

2·4 Orowth of :;;xpenditure in Real Terms 

TUl now, t~ growth of absolute expenditure 

on education has been analysed at current prices. 

Rut the -expenditures at current prices do not depict 

real picture a~ it does not take into con~ideration 

the price rise. As such it does not became clear 

whether the rise is real or due only to pr"!.ce rise. 

Hence, it is neces~aryto deflate the ~ounts on 

the hasi. s of yearly inflation so that the change 

shown i~ rEal. The growth rate should be at least 
' 

equal tot he gro,,zth rate of total population, otherwise 

the per capita expenditure might show declining 

trends which would be posing serious prol-·le;J~ for 

)::>licy p],.anner S• The expenditure at current 

prices on educati::>n sector. and. different sub-sect<Jrs 

for Bihar and Haharashtra have been changed into 

constant prices terms and then Grovrt;h Rates have 

been compared. Index Numbers for both the series 

have 'IJeen computed to sh::m the difference. The expen

diture have been taken from 1 g"?0-71 for the sake 
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of convenience in computing Index Number. 

There is a wide difference between the expen

diture at current and constant prices. In case of 

total expenditure l:y education and other departments, 

the Annual Compound Gro,.rth rate comes do'.m to 

5.~ and 5.6~ for Ribar and Maharashtra respectively. 

In term of current prices, the CGR for sixteen 

years remain·· as high as 15.2 and 15.0 'per cent. 

SimUarly, Index i"l'umh~s show that an increase of 

85.7 per cent in terms of current prices over a 

period of sixteen years comes down to 149.9 per cent 

in real terrris in Bihar. In Maharashtra also Index 

Number shows a gro,.rth of 8:?8 per cent in mone.tary · 

te~m whereas it is only 144.8 in real terms. (Table 4 ~. 

and 42). 

Similar is the case with different sub sectors 

of education also. At constant prices, the CGH for 

elementary Education is only 5.5~ and 4.3( in Bihar 

and :-1aharashtra respectively as against 14.r and 

13.1< at current prices. In terms of Index number 

a gro,.o~th of ?9q.:?< comes down to 134.6~ in "lihar 

and from 65~.g1, to ~.6r-, in Y..:aharashtra (Table 44 and 45). 

In case of expenditure on secondary education the 

CGR of 13.31. comes to 8.8~ in 31har and of 14·~ to 
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5 .o~ in Maha.rashtra (Table 46 and 47). In Bihar, 

the growth of 1163. 3~ in index Numbers over a 

period of sixteen years (from 1970-71 to 1986-87) 

in terms of current prices comes dow to 229. ~ 

when defiated in real prices ~--.ter~ for univer-

sities and other Higher Education. Similarly in 

Haharashtra it comes dOw::fr:ll:n 1556~ to 

In real terms CGR for .higher Education is 7• ~. 

and 9.6~ for Bihar and Haharashtra respectively. 

C-rable 48 and 49). In Technical education, eXJPendi

ture have increa~ed P t a CGR of only ~. 91, in Bihar 

and of 2. 8~ in Maharashtra at conr-ta'1t pr-tces 

(Table 50 and 51). 

?..5 Allocation and ActuaJ._ .,Ytilisation of R~sourc~s: 

So. far the educational eDtpenditure in absolute 

and percentage terms at intersectoral and intra

fectoraJ. level mve been examined. But sometimes 

there is a difference between the allocation for 

the education sector in the budget and the actual 

utilisation of it, this factor would be examined 

here. The percentage of l;ctual expenditure to 

Budget Estimates and Revised Estimates for expenditure 

on all sectors of education sector together for 

the period 1968-69 to 1989-~ have been \tJOrked out 

(Table 52). In 'lihar, the percentage of Actual 
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expenditure exceeded the budgeted estimates in nine 

out of fifteen years and remained lower in ~ix 

years. In Maharashtra, in thirteen years the 

actual expenditure exceeded the budget estimate, 

remaining lower only in two years. llbereas in !nt"li.a, 

it reuained low in four years, exceeding budget 

estimates in eleven years• 

Next comes the percentage of actual expenditure 

to RJ!vised est ima. tes. Here only in two years in 

11har, actual expenditure exceeded revised estimates 

as against four years in E.aharashtra and six years 

in all India. Thus it can be said roughly that in 

:tv:aharashtra, resources are gene rally divErted from 

other sectors to education whereas in Ribar both the 

diversion from other sectors to education and from 

education to other sectors take place and a common 

trend is not observable. 

?.6 Direct and Indtrest Expenditure 

fo far tbe analysis has been confined to 

budgetary allocations at inter-and intra-sectoral 

levels in different states. The compar1 sn: of the 

trends in direct and indirect expenditure of 

different states is also important. Direct expen-

diture refers to the operational co~ts Jf 

in~truction at various :tages of education i.e. 
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primary, secondary, higher, professional and technical 

education and indiredt expenditure incl trles the 

outlays on buildings, furniture,· administration 

and scholarships etc. The data has been taken only 

upto 1975-76 because after that the data has been 

published under' different foriiBt and they are not 

directly comparable. 

Table 5:= smws that in 1 g)6-57,Bihar 

spent only 6:=.5~ of total expenditure on education 

0:1 direct expenditure whereas Eahara~htra Spent 

35. 2~ on direc5t expenditure. The total direct 

expenditure of 1-'iaharasbtra was nore than twice 

greater tran the Bihar•s direct expenditure. 

Thus the share of direct expendit:oe was lower in 

Bihar in 1956-57 than in lfatarashtra both in 

absolute and percentage terl!"lS• In 1875-76, though 

~ihar•s share of direct expenditure exceeded the 

natio!'lal average and almost approached J.iaharashtra' s 

!'"hare in percentage terms, it was well below 

::aharashtra in alJsol ute terms. In case of in1~ rect 

expenditure in 1 fl56-57 "8ihar exceeded l!aharashtra 

hath in percentage and ahsolute terms. In 1~75-76, 

r_aharashtra, tlwugh stlll sl igl:1tly below in per

centage terms, exceeded Bihar's total indirect 

expenditure by ~ .4 times. 
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Next we would examine the distribution of 

direct expenditure on education by objects. With 

a view to examine the distribution of expenditure, 

the following components have been considered • • 

i) expenditure on salaries of teachers. 

ii) expenditure on sal~ries of other staff; 

iii) expenditure on equip~rent and- other appliances; 

and 

iv) expenditure on other iten;s. 

Table 54 presents the distribution of the total 

expenditure by objects for the years 1268-6£' and 

1075-76. Though the period is a !"maller one, the 

analysi~ provic~es significant trends. The percent-

i.ge share Q f f" alr: ri..es 0 f teacher~ \-lent Lip in iJihar 

from 73.44 to 81.75 during tLe period \·lhile it 

went down from ?3.66 to 7~.1?. in caf'e of ha.t;larashtra. 

Jn the other hand, in ca~e of salaries of other 

~taff the percentage ~hare '.vent do •.;n t n ~ihE-r from 

to 19.08 during the same period. ThE; percentage 

sba~e for equ1nmen t and other apParatu~ 'vent so,.m 

fron: ~-42 to 9.0 and from 2.49 to ?.~6 in '1i..har 

and l·:abErashtra respectively. 
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?. 7 Qources of "B'urrl ~ fgr mucation 

There i~ a rnul ti-source system of financing 

of education in India due to historical reason~. 

The relative phan ge in the importance of dif~erent 

sources in the country was malk ed in the la~t 

chapter. Ta'hle 56 (A) show~ the percentage 

contr1.bution of different sources in 1 ~56-57 and 
' 1976-71 in -qihar, Haharashtra and !.11 India and 

Table f:6('R} shows the average annual rate of growth 

of contribution 'hy each source over the same period. 

The percentage cantri but ion of Government fund~ went 

up in both the states but tbe annual rc.. te of growth 

\.Ja~ 15 in "Sihar where it went up from so.~ to 35.9 

duri.'1g the'.)eriod 1 ~~56-57 and 1~76-77 as against 

13.5 in EaLarashtra where it Hent up from 55.5 to 

6 9. 5 during the sar:.Je period. The percentage contri

bution of local hodies to educat1.onal · finance was 

as high as ?.1.6 in ~ihar 1n 1 S!56-S'"' a~ aga:'cnst 

\vith an annual gro,..;th rate of 14·7 to 15.~~ in 

1 97 6-77 '"'here as in '9ihar it went do'm and 1_n 1 f?76-77, 

the share of local bod-ies wa~ nil. This shows the 

decl i.ning importance:: of local bodies in -qihFtr and 

vice-versa in l<aharashtra. The percentage share of 
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both fees and endowments and other sources declined 

in both the states as well as in India as a whole. 

The rate of growth of total tfapea:lltorewas 10.2 in 

Bihar against 12.6 in Maharashtra over the same 

period. 

2· 8 DfS~ntralj.zation gf kducatlonal PJ.aDninB 

in Nahar asbtra. 

l'.aLarashtra was one of the first states to 

introduce decentralized planning in education. The 

JI'Ocess was made operational in 1962 1:y constitt;ting 

Zilla ?arishads and Panchay2t Samitis. studies h&ve 

shown that the experiment has been ipstitutionalized 

and can be con~idered quite 8&cce~sfUl. In view 

of thts, the working of the system deserves a 

brief analysis here. 

A Zllla parishad is composed of the elected 

representattves of tte rural areas and nl'.y also, 

include coopted members for special rea~ons. It is 

the Education Committee of the Zilla Parishad '~bich 

is entrusted with the details of policy matters 

and administrative wrk related to school education • 

..Lt is responr:i ble for establishment, n.anagemen t, 

maintainance, inspection and •upervision of primary 

scoools including ~ont's to aided schools but not 



-77-

the laying down of ~;r~labi or the prescription of 

text books. 

The ZUla Parishads can formulate its own 

schemes to meet the needs of the district. It has 

full powers to decide about location of new scmols, _ 

upgrading of existing schools, deciding about the 

schools where additional classrooms are to be 

con strotted., and organization of in service training 

prograrrmes for teachers. It is respon!:ible for 

developmental programmes pertaining to education 

al tr..ough, in certain financial matters, the Education 

Co1Ilr11 ttee can decide about new programmes withe ut 

placing the proposals before the full ZUla Parisbad. 

The rre.in ~ource of fl nance for a Zilla .Parishad 

is grants from the State Government. However, Zllla 

Parisr..a.ds can raise funds tv way of cess on land 

revenue, water rates, pilgrim taxes, rents, profits, 

contribution from private agencies, proceeds of 

tolls on roads and bridges, license fees on l:rokers, 

commission agents, marketing fees, fees on regis

tration of animal~ rold in the market, forest revenue 

and so on. 

An evaluation conducted by a committee 

appointed by the state Government in 1971 showed that 
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conscious and sy sterna. tic planning in the local 

sector wa~ lacking. In 19~ tr~e state government 

'introduced a number of mea~ures to strengthen 

planning at the district level and adopted the 

principle of district planning since the colii'Jlence

ment of the Fifth Five year plan in 1974-?5. The 

underlying philo~phy of district planning is 

not not only that every district should ·get a 

certain plan allocation, decided on the basis of 

certain parameters, but a cross section of the 

representatives of the people should have a say· 

as to oow this plan allocation should be spent in 

the di~tr1.ct. This new body WB.f" called the Jistrict 

planning and Jevelopment Council (DpDC). Heeting 

quarterly, the functions of the DPDC are : 

(i) to ensure coordinated action by various 

implementing agencies at the district level including 

Zilla Parishads. 

{11) to give guidance to various implementing 

agencies at the district level 1n regard to prepa

ration and implementation of the ~ve Year and 

Annual P.la.n S• 

(iti) to approve t?1.ve year anrl Anrtual Plans of the 

distrtct, and 

(iv) to review, from time to time, the implementation 
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of Five Year and Annual Plans aod nake reconm.en

dations to the state government on t•heir behalf• 

In order to decide the allocation of plan 

funds anong the di!Otricts on a rational basis, the 

state government adopted a formula based on total 

population, population of scheduled castes, scheduled 

tribes, hackwardaess in different sectors an-d 

special problems, etc • 

Since the inception of Zllla P'arishads, 

there has been a marked improvement in qll&nt1 tative 

aspects of primary education such as the number 

of primary s,chools and enrolment. Female enrolment 

in particular has increased c·::m sL:ler;c,~l:.:, and ther_e has 

eJ.110 been a reriarkable increase in the coverage 

of p~ils belonging to scheduled castes and Tribes. 

The rrost important achievement as a result 

of derrocratic decentralization of educational planning 

and adrnintstrat ion in Eaharashtra 1¥:l. s been the 

more ready cooperation of the village cormnuntties. 

Awarenes~ of the poople rega:rdi.ng the !'!1.gn1.ficance 

o!' primary educatton is one of the najor gains. 

One of the objectives was t·3 bring local knm-1ledge 

to 1•a~r:. upon the solution o:' problems. In this 

regard al~o, Zilla Parisbad educational adminis

trati m has achieved notable success• Every Zflla 
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Pari shad has implemented some special e ducationa.J. 

programmes suited to its local needs. They have 

been able to malre their own contributions, ho•,.,ever 

small, to innovate experiments. 

Another advantage of such institutions has 

been the inter-departmental coordination. Fbr 

example, the District Public Health Officer is 

expected to carry out medical checkups of students 

in prima:ry schools. Con8truction of ~chool buildings 

is entrusted to the works Department. 

Along,oJith the advantages, the system has 

brought with it some problems as well. One of the 

most important is the frequent transfer of teachers 

and the consequent involvement in politics. some-

times, on excess n um'1er of teachers is posted in 

schools <in the main road, wherea~ in the interior 

areas the'"e is a sh1rtage of teachers. Many times, 

there is political interference in the \.JOik of the 

off1.cials. The less than emica"'Jle re:tatto1s lJetween 

the technical administrator f' and the gene"'ali~t 

administrators also developed and to avoid this 

problems, the government has withdrawn control 

l:y the block development officers and planned 

them directly under the block education officer. 29 

29.- Kalpande, V.A.; Decentralization of Educational 
Planning in India s The Naharashtra Experience 
in ·.~arren hellor C ed) ;r'licro Le·vel Educational 
Planning and Management; Ca~e Studies fr~m India. 
U~EQCO; Bangkok 1937,p.3~-55. 
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Tabe 55 smws the percentage silar e of 

different heads of upenditure in the budgeted 

-,estimate.<~ of 1986-87. It shows that 96e;! of total 

fiomlCU for primary education goes to local ood1.es 

in Maharashtra. In case of secondary education 85. ~ of 

ffnances€s goes· to non-government schools. On the 

other nmd, in Bihar, 88.5~ offltaDC.ea for primary 

education and 87.1( of t!aances for secor;tdary 

education goes to government institutions. No flinattoes 

goes to local bodies for education at any level in 

Bihar. 

2.9 Education Expenditure and Revenue Recip~t 

In order to understand and appreciate inter

state variations in educational expenditure better 

Table 57 has disaggregated total revenue receipts 

into own tax revenue, sales tax revenue, non-tax 

revenue, transfer from centre and the total non

plan educational expen dl ture is also given. It 

has looke_d at educa tio n~l expend~ ture from 

di.fferent points of view:as a perce1tage 'Jf state's 

own tax revenue, of sales tax only and of total 

non-plan revenue expenditure. Non-Plan expenditu~e 

on education as a percentage of own tax revenue 

is 82. 9 in lihar against t-:aharashtra • s 8. 2 wber eas 

the country's average is 42. Bihar spends 31·4~ of 
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its non-tax revenue on education whereas }·iaharashtra 

spends 19·4~ and the national average is 24.1~· Thus, 

it is seen that tr~ugh 31har spends a much greater 

share of its revenue receipts on education, the 

expenditure on education is lower than l-1aharashtra 

in a~solute arrount as the size of its revenue 

receipts is ~maller. 

2.10 Transfer of Resources 

When forecasts of the states and the final 

awards of the Finance Commission are compared interes

ting facts are revealed. Table 58 shows the fore

caste of the states, final revards and the difference · 

for VI, VII, 7ITI Finance Comn.issions. The table 

shows that the amount transferred for education to 

haharashtra exceeded the amount transferred to Bihar. 

Ifibats experienced severe cuts by the Sixth, Seventh 

and EightllFinance Conn~1issions. llnUe Naharashtra 

received nore than the state Forecasts from these 

three Finance Commissions. Not only that, the cuts 

for Bihar has increased in amount from sixth 

to seventh and from seventh to eighth ~inance Commission. 

1.fith the help of this brief analysis of the 

different aspects of fina'1cing of education in lihar 

and Eaharashtra some trends concerning the importance 



-83-

of education· sector vis-a-vis other sectors in the 

Budget, relative expenditure on different sub-sectors 

of education,the difference between monitary and 

real increase,the difference between allocation 

and utU iEation of resources for education, relative 

importance of direct and indirect expeniiiture 

on education and also the relative importance of 

different sources for educational finances over the 

years have been identified. 

A comparison of physical 1nd1cc.t'Jrs sho"l.vs 

that though Bihar has a higher number of institutions 

at primary level and a higher ever~e availability 

enrolrrent level and lower l iteracv rete. l·t 
" 

secondary a1d hieher level, both the number of insti-

tutions a:1d enrolment is higher in I-J.aharasl1tra. 

Library facilities are n:.ore or less same in both 

the states at all levels. E~wever, the difference 

in enroliLE'1t and literacy rate can be explained 

t:J ~·ome e:xten t in terrr. of low survival rate at all 

levels in lihar. A comparison of financial innicators 

shO'·' that Bih~r is an underinvested state. The share 

of education t:J total hudgeted expenditure has 

had shown a significant change over the years 1.n 

raharashtra a~i ~ho,vn a sig nifi..cant ri~e in ~ihr-:.r. 

"In 6ih2r, the shares of elementary and higher 
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education have not shown and significant change 

;~::.;l:.:·~· 1.zhereas that of secondary education shows highlY 

significant ri~e and of technical education a highly 

~ignificant decline. In Mahara~htra the share of 

secondary education did not ~hcn.r any significant 

change, that of higher education increased and of 

elementary and technical education showed significant 

decline. In absolute terms, the expendi:.ture on all 

tr.e ~ubsectors in Jviaharashtra exceed the expenditure 

in BirJ.ar. However, in tcth the ~tates, the rate of 

gro,Nth of expenditure becomes mucl: lo1o~er at C:)n~tant 

prices. As far a~ diversion of resources from 

educat,ion to other sectors is c::mcerned, no clear 

trend has been observed either in "ihar or in 

l'.a.Larashtra. Eare than 85~ of total expenditure goes 

to direct expenditure in both "lihc.r and Eaharashtra 

and a major portion of direct expenditure goes to 

falc~rie~ i.n both the st?tes. One rerr,ark~ble 

r1"!.fference between the two states is inrportance of 

local 1-xJdies in l;af:Rrashtra especinlly at pr'!.mary 

le,rel. Bihar spends a much greater share of 1. ts 

revenue receipts on educ::;tion than Eabara.~htra c.nd 

still its expenditure rerrains lower in a1)~olute terus. 

In ca~e of transfer of rerources for education by 

Finance Conr..Ji~sion, :31har gets lo,.,r<::r amount!: as 

COT!1pared to ;~aharashtra. In the next chapter, 

several propositi.ons forn€d on tbe basis of earlier 

findings, 'N.Juld be examined in the light of present 

studj• s findin.;s. 



CHAPrER - ITI 

SOI-1E H!OPOSTriOt~S ON FINANCING OF :m>OCATIQN 

IN mniA 

As mentioned earlier, there are several 

studies related to the treads in financing of education 

in India. some of the studies deal specifically with 

state-wise variations in educational development and 

resources. Several propositions have been forrred here 

on the basis of the conclusions reached by ttlo se 

studies. However, differt nt studies refer to 

different time-periods using different combinations 

of variables and statistical techniques and hence, 

sometimes, vary in their conclusion~. As such, some 

of the propo~itions can be contradictory to each 

other. This chapter examines these propositions in 

the light of the present study's findings. The pro-

positions are numbered for the ~ake of clarity and 

convenience. 
2.1 Proglsit1on I to XII 

Propos1t ;Jon - _J. : The Government's contri

bution in overall educational finances bas been 

continuously increasing and that of other resources 

like fees, local todies etc. bas been declining. 
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Disc usst,gg s It 1. s true that the percentage contri-

bution of Government sector has been increasing over 

the years in the country as a whole and naturally 

the shares of other ~ectore have been declin1.ng. 

; 

However, if the e ource-wise contribution to 
+ 

educational expenditure is considered state-wise, 

some interesting facts come up. In Bihar, the share 

of Government went up during the planning period 

and the share of all otber sources came down, whereas 

in :·1aharashtra, the share of local b::ldies also went 

up along ~ith Government. However, the share of fees, 

endowments and other sources have bee.'1 decreasing 

iri both the states. Thus, it can be said tna t the 

[hare of the Government sector has been continuously 

increasing ,ia:India and in a11 the states and that 

of fees, endowments and other sources declining 

everywhere. Rut the share of local bodies, though 

declining as a wlnle 1.n India, does not show the 

same trend in all the states. 

Propo.§ition - II : There is a persistent downward trend 

in tbe share of plan expend1.t ure in total. e ducational 

expenditure which is unhealthy for educational deve

lopment. 
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piscussion : The share of plan expeddliture 'd&.s 

13.3 per cent against non-plan expenditures of 86o7 

per cent in 1983-84. And as such non-plan constitutes 

more than four-fifths of the total expenditure. The 

share of plan expenditure has increased at an annual 

growth rate of 11.5( whUe the rate of growth for 

non-plan expenditure is 14.8( from 1950-51 to 1980-81. 

However, this statement needs examination. The 

share of plan expenditure wEnt up from 17.6~ in 1950-51 

to ?6.~ in 1960-61 and then cone rdown to 10.3~ in 

19?0•71· It again went up to 1 3. 8~ in 1980-81· Thus 

the trend is upwards for seventies• Besides, to call 

any trend bealtl:u or unhealthy depends on ho'~ the 

terms plan and non-plan expenditure are defined. The 

Indian planners have adopted the yardstick of classi

fying aJ.l new expenditures or 'investment• as consti

tuting the plan outlay in a given Five Year Plan 

period. At the eod of the five years, the recurring 

part of the new expenditure gets transferred to non

plan and becomes naintenance or non-plan expenditure. 

Thus, it is natural that the share of plan expenditure 

is high at the beginning of the planning. The ever 

increase in the absolute amount t:£ the non-plan expen

diture is also natural. But the decrease in the per..: 

centage share of plan expenditure is not justified 

because the country is stUl educationally backward 
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and needs further investments. This means to say 

that there should be uore allotment to education 

sector in plan outlays. Thus, it can be said that 

there is a dolllward trend 1n the share of plan expenditure 

which cannot be called heal.tl\v. 

Proposition - Ill : Funds from education sector are 

diverted to other sectors. 

j)igcu;;sion : The present ~tudy doe~ not support this 

proposition on the basis of comparison between actual 

expenditure and budget estimates in case of India 

as a wmle,. Only in four out of fifteen years taken 

into consideration, the actual expenditure has been 

le fS trJB.n the bdget estimate. In the case of Eaharashtra 

the actual expenditure exeeeds budget estimates in 

tbirteen out of fifteen years. In Bihar a1 so actual 

expenditure fell smrt of budget estimates only tn 

six years. The comparison between actual expenditure 

and revifed estimates also does not support the statenent 

in. unambi:goous sense. And hence, it can be faid that 

there is no clear trend to sbow that funds are diverted 

from e ducat1.on secmr to other sectors. 

Prooosition - IV : There is a gradual but steady in

crea!=e in the to tal re~1urces allocated as a share of 

Gi.~P to education, the share of prinary, secondary and 

higher education have renained constant. 
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piscussipn : It has truely been pointed out that there 

has been a gradual ~-ea.sfi.tlt tke total resources 

allocated to education as a share of G.N.P. in India. 

But the proposition that the share of primary, 

secondary and higher education have remained constant 

is not supported by the present ~tudy. The percentage 

share of primary education showed a marginal. but 

significant increase over the years 1968-68 and 

1986-87. During the same period, the share of sec~ndary 

and higher education also increased very signif1 cantly,. 

Wlwever, the technical education showed a f' ignificant 

decline. In the states of ~ihar an1 l'.a.harashtra also, 

the share of technical education showed simUar trend. 

In lvlaharashtra, the share of higher education 

increa~ed significantly and tho~e of primary and 

secondary education did not s}J.;Jw r- iiign1ficant ;;change. 

In 'l31har, the sbare of primary and higher education 

did 1ot change significantly, while that of seconda 

education showed a significant change. 

,ErQpOsition - V : The rate of growth of expenditure on 

higher education is higher and for elementary education 

it is lo..-,er. 

Discus§ion : The present study confirms this statement. 

the All India average growth rate of expenditure on 
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higher education for eighteen years (1968-69 to 

1986-87) is 16. ~ against 15·2~ for elementary edu

cation. Fame is true for Maharashtra and Bihar. If 

the growth rate is taken on six yearly basis, it is 

seen that the gap between growth rate of higher and 

elementary education has widened in last six years · 

spell (1980-81 to 86-87) not only in All India but 

also in Bihar as well a s in Naharashtra. 

Z!O~osit*gg - XI : A number of backward statEs have a 

higher growth rate of educational expenditure then 

educationally advance states. 

Discussion : The present stu:l:l has take.'1 t1.\IO states -

Bihar and Naharashtra for the fake of comparat1.ve 

study. Bihar is an educat iJnally backward state and 

MaLarashtra an advance one. The growth rate of educational 

expenditure for e1.ghteen years in 1ihar is slightly 

higher {15•8~) then hanarasbtra gra>~h rate (15·0~). 

The gro\vth rates for the two six year spell of 1868-69 

to 1974-75 and 1974-75 to 1980-81 show similar trend. 

However, in the last six years spell of 1980-81 to 

1986-87, the rate of gro,.,rtb of educational expenditure 

in .Maharasl1tra is slightly higher than l1har•s rate 

of gro,vth. As such, the present study does not support 

strongly this proposition. 
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The manner in which the centre 

financed education in the states, through the Finance 
• 

Co omission did not add to regio oal equality. 

Discussion : The present study supports this state

ment. It is seen that the transfer of resources have 

not been on 1he basis of equality. The criteria of 

balanced regional develo9ment or equality demands 

that the transfer of resources to thelaCkward states 

should be rrore in order to bring them towards parity. 

"1ut in case of Bihar and Maharashtra this criteria 

has not been followed. The data on transfer or 

resources by the Finance Comm{lssion sho\o~s that not 

only the r es:Jurces transferred to Haharashtra exceeds 

that of Bihar but Bihar's share has also been less 

than the state forecasts and habarashtra has been 

getting uore than its forecasts. 

fropgs~~n-YIII : Nere supply of educational facUi-

ties does not ensure the spread of education so far 

as primary and secondary education ·is concerned though 

at higher educational level, the number of e ducat~onal 

institutions might induce en increase in enrolment. 

Q!.s._cu~ sian : This proposition should be examined in 

the light of indicators in different states. In case 

of primary education the comparative study of Bihar 
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and Mabarashtra supports this statement. The number 

of educational institutions at primary level is 

higher in Bihar than in ~~harashtra but enrQlment 

ratio is higher in Maharasbtra at this level. Bowever, 

at secondary level, roth the number of institutions 

and the enrolment ratio is much higher in Maharashtra 

than in Bihar. Thus the present study supports the 

statement as far as pr ime.ry education is concerned, 
' 

it does not confirm the proposition in case of secondary 

education. m the case of higher education including 

degree and above in a11 fields, both the numlJer of 

institutions and rnrolment ratio is higher in 

'haharashtra, thereby confirming the hypothesis • 

.frJJpOs1tion-~ s Economic backwardne~s of any state 

by itself need not hinder the progress of education. 

!2isxussion : The comparative stu~ of 3ihar and 

l·iaharashtra does not support this statement. Bihar 

is both economically and educationally backward. 

Despite spending a sigl\ificantly larger proportion-

of its s.n.r. on education as compared to Ear.i&rashtra, 

Bihar spends much lo,t~er absolute amount. It means due 

to lack of resources Bihar spends less on education 

and rermins backward in that sense. The dropout rate 

1 ~ very high in Bihar and one reason to explain this 

is al ro econ·:>mic backwardne ss• Due to widespread 
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poverty many people cannot afford to send their chUdren 

to schools as it lfO uld mean both fo regain g the income 

the child could have eamed as well as bearing the 

expenses of education. On the other hand, Maharashtra's 

dropout rate is lower. Thus, there is certain degree 

of correlation between economic and educational back

wardness of any region. However, this is not to say 

that the economic backwardness is the only reason behind 

educational backwardness• 

Propo ~ition-X s A state with a higher per capita 

income spends IIX)re per capita expenditure one ducation 

as compared tot he other states. 

Thiscussion : This proposition is related and somewhat 

contradict:::~ry to the la~t one. The comparative ~tudy 

of "'3ihar and Haharashtra supports this hypothesis 

both per capita income and per capita expenditure on 

education is higher in Haharashtra than in Bihar • 

.froposition - XL : The percentage ')f expend it U"e at 

primary level of education was higher in a state with 

a higher percentage of income from the agricultural 

sector whereas a higher percentage of expenditure on 

tt..e secondary and Ligher levels of education -was evident 

in those states where the percentage of in co me fro w 

industrial and tertiary ~ect~rs \vas higher. 
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]i§CUssion ' The share of agriculture to rotal state 

income is around 70" 1n Bihar whereas it is onlyYik>~ 

in Maharashtra. The share of industry and tertiary 

sectors is around 60~ in Maharashtra. The percentage 

share of primary education is _;higher in Bihar as against 
i 

Maharashtra earlier but has reached at par with 

Bihar in~· ecent years. In case of technical education, 

the share is higher in Maharashtra. Thus the com

parative ~tudy of Bihar and Maharashtra confirms the 

statement as far as primary and secondary levels of 

educatfon are concerned, it does not support the 

proposition in case of higher education as Bihar, 

despite being primarily an agricultural state spends 

alrroS<t equal to Haharashtra on higher educati:Jn. 

Proposition - XII : The control of local bodies at 

the elementary level of education has greater impact 

onthefpreadof primary education as conq:>ared to 

the control of other bodies. 

D·iscussion : The present ftudy ha.s taken t\\0 states, 

11ihar and Haharashtra, into consideration. In Bihar 

the elementary education is administered and controlled 

directly by the state government. In r~aharashtra, 

the elementary education is controlled almost wholely 

by the local bodies i.e • Zilla '='arishad. 95 per cent 



-'95-

of total funds allotted for primary education goes 

to local oodies in the for.m of assistance from the 

state government. Local. bcidtes have their own sources 

of revenue also. The share of local bodies in the 

resource rrobU isation for for education has been 

increasing in :t:.aharashtra. On the otber band, in 

Bihar, local oodies do not contribute anything to 

educational finances. The bigh literacy rate and 

cent per cent enrolment rc.tio at prinfl.ry level in 

NaLarashtra, which resulted nainly from the introduction 

of decentral i.zation, c onf1 rms the hypothesis that 

the control of local 'indies at the elementa!'y level 

has greater impact on the spread of prina ry education 

as compared to oentrol of.other bodies. 

Thu~, in this chapter several propositions 

have been examined. In the process, several statements 

bave been supported and several others have not been 

found conclusive. However, one thing to be remembered 

is that the present study has its oi.m limitation~. 

For exar~le, in cafe of inter state variation, it has 

taken into acci.Junt only two states, 31har and 

Naharashtra. Hence, the findings of this study have 

also their limitation!:, and the analysis of prJpositiJnE" 

have been done strictly on the basis of the pre sent 

study only. The conclusi::)[)s and implications that emerBe 

from the cr 1 tical analysis of the findings of the stuqy 

have been discussed in the next chapter. 



SUNMARY AL~D CONCL USIDNS 

Some very important co ncl us ions concerning 

the financing of education 1 n the co mtry in general 

and states in particular emerge from the ~tudy, 

which have significant policy implications. The 

study began with a brief analysis of the financing 

of education in the Pre-Independence period. The 

greatest achievements of the period were the legis

lative provision for the appropriation of state 

revenue for financing education and the growing 

secular character of education. At the time of 

Independence, educatiJna.l finance came from:. 

the Government, fees, local bodies, endowment. 

Both direct and .. indirect objects of educational 

expenditure expanded and a _graded sy~tem of 

schooling Cpr imary, middle, secondary, higher) 

developed. Though education remained a relatively 

unimportant subject of the country • s budget in the 

British days, the financing of education was systemized 

for the first time on scientific lines and laid 

the basis for future development. 

After Independence, India adopted a Con~ti tution 

which bad both unitary and federal features• The 
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_Q:)llstitution placed education in the state list 

except some portions of it which were 1 n the 

UniJn list. In 1976, education was transferred to 

the concurrent list by means of the Forty-second 

Amendment. However, even before the tran ~fer, the; 

Central Government ~d a substantial say especially 

in higher education as a significant portion or it 

ll&s in the Union list. Besides, the adoption of 

planning as the technique of development and the 

formulation of the five year plans by the Planning 

Commission, covering ooth Central and state development 

activities, gave the Government of India uore powers 

than before in the State subjects alro. The Planning 

Conmission which is professionally staffed but 

politically led is a non-statutory boqy and its 

recorm1endations though not binding, are normally 

accepted by both the Central an«i the State Government&~• 

India's polity is federal {n.dJiaracter and as 

such tLere is a division of powers hetwen the 

Union and the rtates in respect of raising and disbursing 

of pu'blic funds. The financing system in India nakes 

a sharp distinction between development (plan)· and 

maintenance (non-plan) expenditure on education. The 

expenditure on the plans and programmes of the five 

year plan is called plan expenditure daring the 
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period of that plan and at the end of each five 

year plan, the expEnditure on all tll:»se falls into 

non-plan category. The devolution of plan expenditure 

is decided 1::¥ the Planning Commission and that of 

' the non-plan expenditure by the Finance Coumission 

which is a statutory tody. The consti,tution has laid 

down the detaUed ma.chenism of sharing the }'J'esources 

by the Centre and the states through the Finance 

Commission. The allocation or resources to the state 

for education 1 s expected to be based~ on certain 

principles such as equity, ability, efficienqy etc. 

The stuqy reiterates the earlier findings that 

non-plan expenditure constitues nearly four-fifths 

of the total expenditure on education leaving a mere 

one-fifth to be spent as plan outlay. The gro~Nth rate 

is also higher for non-plan expenditure and the 

share of plan expenditure has fallen. However, this 

trend should be seen with the definition of plan 

and non-plan expenditure in mind, as the very 

distinction is such tha-t there bas to be an increasing 

trend in non-plan expenditure. 

But the allocation of resources to e-ducation 

in the five year plan~ has been going down from plan to plan. 
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The reduction of the share of education in plan 

outlays has some other implication~. As plan 

outlay is "new investment'' and this new investment 

is hardly sufficient to cover the growing pressure of 

additional enrolments, very little is left for quality 

improvement, raising of standards etc., which 

constitutes the core of development. If development 

is essentially r eferr1ng to the raising of standards, 

there is very little provision 30 for the purpose. 

Tbe fall in the percentage allocation toe ducat ion 

has not been oo :1€ on any rational or scientific tJasis 

but only b; a process of res3urce allocation in which 

the require~rents of .education \o~ere rret after taking 

care of the needs of other sectors. 

Different sJ urces of educational finance that 

had energed during the British days continued in tte 

Po ~t-Indepen dence period but the relative c ;ntrtbution 

underwent a change over the years. The Central and 

State Governments tog ether finance f-:>ur-fifths of 

total expenditure leaving only one-fifth for other 

30. Veeraragr~van, J & C.L. Sapra; Trends in 
B:lucation Expenditure in India : A Regional 
AnaJ.y sis; UNESCO; Paris; 1982; P• ?6. 
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sources. The share of state Governments is remarkably 

higher, Q)c,( in non-plan and uore than one-third in 

plan expenditure, than Central Government. -The continuous 

increase in Government's share might be attributed 
; 

mainly to the increa~ing notion of education being a 

public good. Due ~ lack of reliable data the hou~ehol d 

expenditure is generally not included anong the ~ources. 

The avaUable statistics suggest that it bas no real 

increase. However, the resources devoted are not 

adequate to meet tb: needs of the s"ttuation. A sub

stantial part of resources seem to have been used 

for expansion purposes only. The steady decline of 

non-Governmental resources must be viewed with concern. 

An anaJ.y sis of intra-sectoral resource allo

cation in education smws that the rate of growth 

is higher for higher education than for primary 

e duca tio n, confirming some of the earlier studies. 

In roth plan and non-plan expenditures, the share 

of primary education ha~ been declin1.ng. Increasing 

allocation of resources to higher educAtion is 

not an unhealthy trend if (a) in the initial peri.od 

educational expansion has taken place suffi.c iently 

at lo,rer levels (b) the econony i~ fact'1t:: acute shortc.ge 

of qual~.fied n:~npower and (c) it is not at the expen~e 
31 of educc.tion at lower levels. Coming to the cat.e 

21. Tilak & Verghese; Re~ources for Education 
in India, NIEPA; 1983 Ciimeo}. 
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in India, none of these argunents oolds good. First, 

the base o·f educational pyramid is not adequately 

broad since t~·thirds of the population is f'tfil 

illiterate. Secondly, there is large f'Cale educated 

unemployment. Thirdly, increasing allocation of 

resources for higher educa~ion resulted in a reduction 

of resources for primary educat ton. 

The studies related to the other underdeveloped 

countries (1laug; 1~??., Psachoropatilos; 1973) show 

that nost profi tahle leveJ of education in rllllSt 

CJuntries is primary 8Chooling, whereas higher education 

srows a m~h nore mJdest rate of return. Not only in 

terms of rate of return but also in tertlls of tbe dis

tribution of income, the relative emphasis on primary 

education has some luerits· The studies (Jallado 1972, 

Fishlow 1973) on Braz U sl'.o w that too \'ltly education 

is financed is much rrore cruc5_al to the income 

distribution pol icy tb8.n the provision of income 

per se. l.'he: education inve~trent patte:-n tl1\t places 

relative errphas'is on higher education in a society 

\·Jtere most children receive :Jnly primary edtc~ t1 on 

apparently contt•ibute!:' to greater earning inequality 

'\-Jl:.en tro se c hU dren enter 1~ to vr force. 

The analy si~ of intra- sectoral allocation of 
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resources in education by levels suggests that a large 

part of the co~t per pupU is borne by the state 

Govemments.~Nhile at every level of education, the 

contribution of the state Government is the highest, 

its percentage share declines at increasing levels 

of education. The contribution of Central Government 

is higher at higher levels and that of local bodies 

is r~igher at lower levels. In plan outlays also, the 

share of the Centre is higher for bigher and technical 

education. 1tlith the placement of education in tr.e 

state subject except some parts of it, r.nstly l~igi:ler 

education, which \lere in the u:1ion 1 t~t, the responsi

bility of the Central Government came to be identified 

with higher education ancJ re ~earc11 \vhile that of 

the States with elertl:ntary educatio~J. The position has 

remained the same despite the Constitutional Amendment 

to bring education into the Concurre;1t List. 

The ~tudy has taken into account the fincmcing 

of education in -~ihar and Habarashtra in order to 

identify the salient features of iote!'-stnt.E: variation. 

A compar;_ son of pl~ sical iodicatio ns sho,:ts thE t Tiib:'r 

bas a higher number of institutions and a higher 

average availability at primary level thnn babB.rashtrn. 
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The number of single teacher primary school is also 

lower 1n Bihar and tbere is not m~h d:li'ference 1n 

the teacher-pupil rftio at primary level between 

these tl.JO states• Despite all these, Bihar has a 10v1 

literacy rate and lower enroltrent ratio than Maharashtra 

at primary level, tt.-;reby confirming one of the· earlier 

study's suggestion that n:ere sUpply of educational 

facilities does not ensure the ~read of primary 

education. 

rhe num'her of institutions is higher in Hahara~htra 

bOth at secondary an~ higher 1 evel and so .,_s the enrolment 

ratio. There i~ not moch difference in the library 

facilities at all the levels between these two states. 

Ho\o~ever, not only the enrolment ratio is lower at all 

the levels in "lihar, the survival rate is also 

very low. The percentage of population served within 

habitation by schools at elenentary level is al~o 

lower in '31har and it might explain the high dropout 

rate to s.Jme extent. Inter-district variation is 

m:.>re ;_marked in Bihar in terms of literacy rate. 

1/hereas in }Iaharashtra not a single di~rict is below 

average, aoout thr ee-forths of Bihar • s districts are 

below average. 

Representation Index shows that ~ih~r is an 
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under invested State and Maharashtra an over inve~ted 

one. Ideally the Representation Index should be one 

for all the states. Inter-district variation in 

per capita expenditure on education is also more 

in Bihar than in Maharashtra. 

An analysis of the educational expenditure 

makes clear tha~ the percentage share of education in 

the total budgeted expenditures has shown a significant 

increase over the year in Bihar and in all Ind ta. It 

shows an insignificant decline in Maharashtra. In 

the 801 s '1ihar•s percentage expenditure on ·;education 

has been greater than Haharaslltra• ~· The share of 

plan expenditure has not shown any ~ignificant · 

change over the years in either of these t,_-.10 st?..tcs 

or in aJ_l India. 

The intra-sectoral analysis shows that the 

percentage share ~f elementary education has always been 

higher in Bihar than in Maharashtra and that ~r sec~ndary 

education in 11aharashtra than in "9ihar. rbus, it 

supports the a1;gument put forward by some earlier studies 

that a state with a higher percentage of income from 

the agricultural sector spends oore on primary education 

and one with a higher percentage of income from the 

industrial and tertiary sector spends more on secondary 

education. 
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The share of higher education was l0'\4er in l'aha

rashtra than in -qihar ju~t after the inception of planning. 

But over the years it has shown a highly significant 

rise in Maharashtra and an insignificant decline 

in Bihar. In recent years, the lP rcentage share on· 

higher education has been more or less equal in these 

two states• rhe percentage share of technical education 

is higher in l'aharasbtra than 1n Bihar, which renects 

the industrialized economy of Haharashtra. However, 

the percentage share of technical education has sho\tll 

a significant decltne in Bihar, J:.aharashtra as well 

as 1n all India; the decline being highly significant 

for Bihar. One remarkable .po tnt is that the number 

of technical institutions at the level of degree and 

above i~ rrJ9re in Bihar and at pre-degree lPvel, is 

more 1n Haharashtra. Th1.s sbo\-IS that greater part of 

expenditure on technical e ducat ton in Bihar goes to 

higher technical education. 

In abso1 u ~~e terms, ~v:aharashtra' s expenditure on 

education exceeds Bihar's expenditure either taken as 

a ~ole or on sub-sectors basis. Even in elementary 

education where the percentage share is much higher 

in ~ihar the a~solute amount is much lower there as 

compared to Naharasbtra. This implies that since 

Haharashtra•s resources are greater, even by devoting 
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a smaller percentage to education sector, it can 

provide a larger am:lunt in ab:sOlute·· sense. 

The growth ·rate for total budgetary allocations 

to education sector does not differ much between 

these t\«l state•, thereby, belying same of the earlier 

findings that the growth rate for educationally back

ward states is generally higher than that for 

educationally advanced states• Gro,~h ~te for 

higher education is higher tlian that for primary 

education in both the states. The average for all 

Ind 1a shows the same trend. 

The annual compound growth rates of public 

expenditure on education is 4.n inportant index 

to measure the efforts mde tu the Government. How

ever,_ gro'-\th rates become more meaningful if reo.d with 

initial base year level of expenditure. Prima facie, 

it coUld be postULated that after accounting for 

price rise, it should be at-:lea'~ equal to the growth 

raf;e of the total population, otherwise it would 

mean decline in per capita expenditure. In both 

the states of Bihar and Maharashtra the teal gro,,o~th 

rates of expenditure on educa.tion and of all its 

subsectors is nore than the gro~,rtb rate of popu

lation, thereby smwing a real increase in per 

capita expenditure. 



Some of the earlier studies held the view 

that resources are diverted from education to other 

sectors. The present stu~, after couparison of 

actual expenditure with budget estimates and with 

revised esti~s, does not su~port the conclusion. 

However, at.the same time it is not wise to conclude 

the contrary that resources are diverted trom other 

sectors to education. The stuqy safely concludes that 

no clear trend has been observed in this tegard in 

either of the states or in a11 India. 

The analysis of direct and indirect tJxpen dit ure 

srows that a significantly large part of total e xpen

dtture goes to direct expenditure. Within direct 

expenditure, the salary component is rising and the 

non-salary component of expenditure, a small part as 

it is, tends to become even smaller both in Haharashtra 

and Bihar. This trend is understandable o\dng to 

the increasing pressures of inflation and pressures 

of increase in eiiOl uments, but this trend mu~t be taken 

seriously in t be context of long term planning. The 

productivity and efficiency of the entire investment 

in education might become jeopardised due to the 

fa1lur~ to invest adequately in non-teaching expense~. 

It is true that budgetary practices of providing funds 
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ba~ed on well considered norms in relation to the 

number of ~tudents and the number of teachers and 

ather academic needs could contribute usefully to 

rai~ing the quality and efficiency of education and 

also to the promotion of equity, as considerations 

of equity are related to quality as well. 

A colll>arative analysis of the sources of edu

cational finance brings out the fact that the Govern

ment has been the no ~t illl>ortant source in Nabarashtra. 

In Bihar, the share of local ~dies ~ds significant 

in the SO's but '"ith passr-ge of time their contri• 

bution relegated to nil. In habarashtra, tbe primary 

level in!'-"titutions are mainly controlled by local 

hodies and ~econdary level inst1tutions by non

government in!'-"titutions, while in Bihar, government 

institutions r er.1ain rro !'-"t important agency at both 

of the~e levels. The high enrolment ratio at primary 

level in l,iaharashtra shows the great impact of 

control of local ~)odies at this level in the spread 

of prirrary education. The shares -:S fees endowments 

and other sources declined in both the states• 

The present study brings into 1 igtt the fact 

Bihar spends a much larger part of its revenue 

receipt~ on education than liah~.r ashtra does. 

1-;a.harashtra percentage share of educati<Jn in 

it~ revenue receipts is lov.·er than the national 
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average. The share of education is. also lower in 

Haharashtra than the J~at,.onal average either as 

a percentage of state ~mestic Product or of total 

budgeted expenditure. In Bihar the percentage share 

is above the national average in a11 three respects. 

Despite this, the total absolute aroount of expenditure 

to education is much lower in '13ihar. Hence, it might 

be concluded that economic backwardness of any state 

does determine the financing of education and as 

such the program of education is also affected· This 

might not be true for th:Jse statE·S vt1ich had a 

large base in education at the time of Independence 

but it holds good in case of the ~tates like Bihar 

\-lhich are economically backward and had no large 

bb~e in education at that time. 

The analysis of the transfer of resources by 

the Finance Connnifsion suggests that the transfer 

hardly follows the criterion of equity. The ohjective 

of balanced regional development requ:lres that the 

transfer of resources to the bac~·ward statE·s fhould 

be more in order to hring them t:Jwards parity •• !n 

reality, tr.te res•urces transferred to Naharashtra 

for education was much greater than the resources 

transferred to lihar by rixth, seventh and Eighth 

Finance Coranissions• l~ot only that, Bihar's share 
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has always been less than tt1e state forecasts \'t'J.ile 

Nabarashtra' s share always exceeded stB. t;e forecasts. 

Thus, the analysis of the financing of education 

in India, in general and in states, in particular, 

suggest some trends which are undesirable from the 

points of view of objectives like universalization 

of elementary education and balanced regional develop

ment. The change in these treods calls for changes 

in some policies and pattern of the financing of 

education. 

As far as the Centre-state relationship is 

concerned, there is .a need for rrore financial con

currEncy in the education. The share of the stateil 

is still very large and as such poorer states 

allocate smaller amounts to education. Besides, the 

Centre is mainly concerned with high education and 

hence the school level education ~uffers rrore because 

of lack of reoources. As the uni.versalization of 

elementary educati-Jn is a constitutional obligation, 

the Centre cannot shirk its responsibU ity. Besides, 

the system of transfer of resources needs to be made 

roore fCient1.fic and rational so that the poorer 

states get more arrountf and not the vice-versa. The 

systems should be such that the anounts from surplus 

states are transferred and cbannelised t'J deficit states• 
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The process of planning is also highly cen

tral 1 ~ed· In too planning of education in the states 

and setting up targets for enrolments, very often 

there is a tendency to regard what is given in five 

year plan of India at national level as firm 

tar gets. This should not be the case• The plan targets 

should not be taken as operational targets and should 

be laid dol,<ll by the states on the basis of situations 

in different localities. Any plan before its implemen

tation must be tested for financial feasibility also. 

The recent emphasis on district level planning and 

decentralization, if properly 1mplimented, is a 

welcome step. 

The allocation of resources to education, 

especially at elementary level is highly inadequate. 

There is a dire ,need for nore investuent in elementary 

education to make the system llX)r.e equal and to use 

education as a tool of development and equal distri

buti:m. Since, the country suffer from res:Jurces 

constraints and there is a fierce competiti,Jn among 

competing sectors, what needs to ensured is (a) better 

utUisation of existing resonrces and (b) exploitation 

of alternative resources. 

The example of Mabarashtra suggests that tlle 
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control of local bodies at elementary level of educati:m 

can be very effective. The Haharashtra experiment 

may bot be totally replicable in other states, but a 

n urnar of lessons can be learnt. Decentralization is a s··: .. ~

gradual process that should be applied in stages. 

Every region can be made to evolve a locally s.uitable 

mdel. Ch$ll.Liah Colllllittee suggested a revised system 

of land revenue and argued that all the land .revenue 

receipts assessed and collected by the state Government 

should be transferred to local bod1.es• This is 

equally relevant for the other states also. Besides, 

the recovery of the education cess can be made more 

effective• In urban areas, hou ~e tax, etc. can be 

levied. The gap between the potential revenue 

and expenditure of each local body may be estimated for 

a specified period and the ~ants-in-aids also ly 

the state government may be used to fUl the gap. 

The grants should be based on the grouping of local 

bodies on the 'basis of income and requirements. 

Comunity contribution should be ecouraged. Besides, 

to increase the ~urvival rate, some sort 1f crafts 

education should be included in order to make students 

able to earn something. 

As far as the secondary education is concerned, 

the respons1bU1ty can be shared effectively 1:u the 
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government and non-government institutions. The effi• 

cient non-government institutioest soould get required 

funds in the form of aids from state governments• The 

private and pUbic industrial undertakings can be asked 

to share the responsibUity of professional, 

technical and vocational education lx>th at pre and 

post degree level. 

The higher education is also an essential part of 

the effective education system. At present the higher 

education in India i~ highly subsidised and the per

centage share of fee is very low. In a country like 

India most of the people "Who go for higher education 

belong to relatively richer section of' the society. 

The criteria of equity requires that the broader shoulders 

should share the heavier burden. This suggests a 

rev1.sion ·in the present system of fee structure. A 

progranrne structure of fee coupled with an eff1c1..ent 

system of ~cholarsh~ps and stipeneds for relati'gely 

poor students may provide oore resources without 

affecting the f:tandard. This w.:> uld also improve the 

equality of opportmity ib education. 

Thus, some changes are desirable in the admtnis

tration educational finances, in tbe nobilisation of 

resources for education and also in the direction of the 

objects of educational expeditures. The feasib'llity of the 

changes suggested can be determined only with the help 
of further research. 



APPENDICES 

APPENDIX - I 

fQ!i§TTrliTIOHAL PROVISIONS ON EDUCATION 

Directive principle~ of state policy consists 

of two articles related to education which are as 

follows : 

Article 45 The state srJ.all endeavour to provide, 

\vithin a period of ten years from the comn~encement of 

this constitution, for free and cornpulsozy education for 

all children until they complete the age of fourteen year S• 

Article 46 : 'rile state shall pron.:·ote Hith special 

care the educational and economic interests of the 

weaker sections of the people, and, in particular, of 

the scheduled caste and scheduled tribes and stall 

protect tbem fran~ social injustice and all forr:i~ of 

exploitation. 

The Seventh Scliedule of the Constitution contains 

the three lists, List-I (Union Lt;.t), Li~t II (State 

Lift) and Li;.t III (concurrent List), on the basis of 

1.>1hlch the legislative powers were distri.buted. 

Article 246 discussed the Subject n:atter of laws 

uade bj Parliame'.lt and by tLe Legislature of states. 
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Article ~46 :- (1) Parliament has ewclusive 

power to make law~ with respect to any of the matters 

enumerated in JLi~t I in the reventh schedule (in 

the Constlttution referred to as the ''Union List••). 

(2) The legislature of any state al:so, have 

Power to make laws with respect to any of the matters 

enumel'ated in List III in the Seventh ~chedule (in 

tbe Constitution referred to as the ''Concurrent List"). 

(3) The 1 egislature of any state has exclusive 

power to make laws for such state or any part there-

of with respect to any of the matters enumerated in 

List II in the Seventh Schedule (in this Constitution 

referred to as the •·state List''). 

(4) Parliament has power to make 1 aws with 

respect to any matter for any part of the territory 

of India not included not-withstanding that such 

matter is a matter enumerated in the State Li~t. 

TheSe were su'1J5ect to certain clauses. 

After the Constitution (4 2nd Amendment) Act, 

1976, List I and List III include education as a 

subject matter in following entrie s• 
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List I I 

Entry 63. The institutions known at the commencement 

of this Constitution as the Benaras Hindu University, 

the Aligarh Musl 1m University, the Delhi University 

and any other in·~titution declared by parliament by 

law to be an institution of national inportance. 

64. Institutions for Scientific or Technical edu-

cation _financed by the Government of India wholly or. 

in part and declared Par1-1 ament ~ la.w to be 

institutions of national importance. 

65. Union agencies and institutions for 

a) professional, vocatiJnal or tec!mical training, 

iocl u(ling the training of police officers~, or 

b) the promotion of ~pecial ~tudies or research; or 

research; or 

c) ~cientific or technical asfista.t1ce in the 

inveftigation or detect1on of crime. 

66. Co-ordinatton and determinction of standards 

in in~titutions for higher edu~atton or research and 

scientific and tecrn ical 1 n :-t itutio ns. 

L 1st III 

Entry 95 : Education, including technical education, 

medical education anj universities, subject to the 
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provisions of Entries 6~, 64, 65 and 66 of Li~t I; 

vocational and technical training of 1~ bJ ur. (Added 

by the Constitution (42nd Amendment) Act, 1976. 
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APPE~WIX - II 

A NOTE ON THE UsE OF l.JQRD • STATE • 

The world state has been used in different 

sense at different places by the Constttution as 

\-Jell as ly other official documents also. At some 

places it rr.ean s the Government, without denoting 

any particular state government or Central government. 

At others, it G.enotcs ~OIW p<:;.rticular state of the 

co :.mtry. HJwever, the r efere nee in ·which the \-lOT d 

is used generally rrJUkes the meanine clear and doe~ 

not rcJLE.in an:higoous. 
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ef?fN D\Y- -Ill:. TABLE~ 

~ 

Table 1 

Percentage contribution t:u various sources 

during 1110-194.? 

Year 

-
18'70-71 

1881-82 

1886-87 

1891-92 

1196-97 

1901-()2 

1006-o? 

1911-12 

1916~17 

1921-22 

1926-~7 

1931-32 

1941--42 

1946-47 

Government Local Hunicipal Fees Other 
fugd fungs f,lJpds _so Ur.£es 

33.9 

28.8 

27.0 

25.6 

48.5 

45.0 

16.9 

9.9 

a.s 
9.0 

~.8 

3.,8 

s.o 
5.8 

25.9 ~0.? 

29.1 19.8 

30.1 22.3 

31.6 24.3 

27.2 19.9 

27.9 20.5 

20.7 16· 7 

21·2 15.( 

26.4 14 .o 
-----,---~--·-----~ .. _ .... _ --...-- :---------.... __ , . ._.,. ..... --~-

• 0 

sourcP. : A.P.Uo,.-~ell, Ed 1J«':'at-ton in ?ritisl1 TndiR Prior 
to 1854 and in 18?0-71 (Calcutta, Government 
Printing, 1872); Quinquennial Reviews of the 
Progress of Education in India fr-:Jm 1886 to 19::17; Decenntel 
Review'. <1937-4 7); Taken from Mishra, Atmanand1 
Educational Finance in India, Asia Publishing Hou~e, 
Bombay (1962) p.158-159. 
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Table 2 

Alloeation or Direct Expendjt ure on Education 

During 1 8?0-194 7* 

fear Higher. 
B.;. ig l. akhf 

Professional & secondar,y . Pr mar.y 
.Jd.uca~iqn ~ducation uucat- teoboical education 

g 

1870•71 10.54 43·85 26·11 11·85 

188o-81 14.16 48.06 76.25' 13.28 

1886-87 22-49 80.95 81.25 13.63 

1881-92 25.17 98.96 96.14 25.40 

18~-97 30.41 114.52 110·89 28.28 

1901-Q? s~. 74 1?.6.M 118· 76 34.77 

1906-o7 41-05 150·88 155.54 51.59 

1911-12 62.86 207.89 2()7.26 ?6.28 

1916-1? 96.56 319.29 ?93 ·14 109.40 

19?1-2? 183.SS 4 87. ?.7 5()9.08 196.79 

1926-27 246.39 661.91 695.22 24 9.28 

1931-:32 298.69 813.00 81?..60 267.:33 

1936-37 340-02 881.4 7 837.80 251.17 

19q1-42 324.74 927.25 919.52 199.08 

1946-47 546.07 1192.62 1848.53 38?. 91 

• A.P.Howell, Education 1n British India Prior to 1854 
and in 1870-71; Quin-quennial Reviews of the Progress 
of Education in India from 1836 to 1937; taken from 
Mishra, A, op. cit_; (1962) p.460. 
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Table 3 

Allocation of Ioi irect Expenditure on Education 
during 1870-1 ~7 

Year 

18?0-71 

1880-81 

1886-87 

1891-9?. 

1896-97 

1901-Q2 

1906-07 

1911-12 

1916-17 

1921-2?. 

1926-27 

1931-32 

1936-37 

1941-42 

1946-47 

Direction 
& Inspect
igg 

12·80 

16.83 

19.91 

22.50 

~4.37 

25.45 

36.50 

47.75 

58.57 

103.02 

114 .Q7 

117.12 

115.78 

182.38 

Rs· in lakps 

Scholar- Buildings Miscellaneous 
ships Furniture 

7.27 

7.98 

9.1? 

10-55 

13.4 8 

21.66 

21.76 

£ 

£ 

£ 

£ 

equip mgt 

91.8? 

23.70 

9 5.73 

97.30 

137-09 

197.61 

181. 97 

152.84 

156.58 

284.53 

.96 

5.78 

7. 94 

12.30 

?.6. 81 

45.81 

7?..19 

~-13 

137.84 

255.37 

227.66 

220.91 

271-44 

459.79 

* A.P.Howell, Education in British India Prior to 1854 and in 
1870•71; Quin-quennial Reviews of Progress of Education 
in India from 1886 to 1007; Decennial Review 1937-17; 

£Figures for scholarships for the years 1926-42 are included 
in the last column for Hi!:'cellaneous; taken from Mi~hra A, 
op. cit, (1962) p.4 61. 
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Table ( 

Plat:r and Non-Plan Exprod1.tu!'e on Edtration in India. 

(in Rs. crores) 

Year Plan Non Plan 
expenditure e xpen di ture 

-

1950-51 20(17.6)* 94 (82.4) 
(Actual) 

1960-61 90(26-2) 254 (73.8) 
(Actual) 

1970-71 
(Actual} 

115(10.:3) 1,003 ( 89. 7) 

1980-81 5?.0(13. 8) 2, 226 (86. 2) 
(Actual) 

1984-85 800(13.3) 5, !?00 (86. 7) 
(likely) 

e.G. F. (1,)£ 11.45 12.53 

*Figures in parentheses shoVl percentage. 

£ Compound Annual Growth Rate 

Total 
Expenditure 

114 

344 

1,118 

3,746 

6,000 

1?.25 

source : Peventh Five Year Plan,~ol. II,Planning 
Commission, Government of India. 
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Table 5 

Shows the plan outlays for education in succe~sive 
Five Year Plan s• 

All Biucation ~ of outlay for 
sectors education to total 
crore§ 

a Plan 

Centre . 899 46 4.9 
states 1457,., J2s6 ~·7 

- Total 23§9 t:ZO z.g 
II lllan 

Centre ~559 70 ~.7 
states 2i4l 207 9.2 

].'Qtal 4800 27Z 5.8 

III Plan 

Centre 3600 14 8 4 ·1 
States 3900 4J2 j,.Q.:.g_ 

Total 7500 560 ?.5 

IV Plan -
Centre 8871 271 3 ·1 
States 7031 55L_ 7·8 

- Total 15902 822 5.2 

V Plan 

Centre 20437 405 2 
States .1886§ 80 ~·5 

Total 29aQ3 J285 ::.~ 

:£f Plan 

Centre 47250 735 1. 6 
states 50?50 789 4.6 

Igtal 97500 2'524 2.5 : 
Source • Padmanabhan, c. 3.JIJObilisation of Additional • 

Resources for Education A case study of u.p. 
and Kerala; NEPA 1984, P• ?95. 
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Table 6 

Contribution of Centre and the States to 
Educational Finance in India (Plan Expend 1t ur~) 
(:fercmtage) 

Five Year Plans Central state 
Government Govergrren!; • 

First Plan 26 74 

Second Plan 25 75 

Third Plan 26 74 

Fourth Plan 3~ 67 

Fifth Plan ~2 68 

fixth Plan 29 71 

seventh Plan• 37 6~ 

-
• Drart 

source : Five Year Plan Documents, Planning Comission 
Government of India, New DJelhi, as given in 
Anand sarup; Rerouroo Allocc-ti~m and P.l.anntng 
for Lduchtic;rl: !"i~instream (Annual 1988) 

Oct. 8, 1988, New Delhi. 
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Table 7 

Centre-rte.te partnership in Financ1.ng 

Non-Pian Expenditure on Education 

(per cent.) 

Plan period Central state Total 
Government Government 

fecond Five Year Plan 14 86 100 

Third Pive Year Plan 16 84 100 

Fburth Five Year Plan 4 ~ 100 

Fifth Five Year Plan* 6 94 100 

Sixth Five Year Plan 6 94 100 

Note : • 4 year period i•E.• upto 1977-?8 

(577) 

(1056) 

(4 820) 

(8009) 

(23424l 

F~.gur<;~ in ( ) are Rs. 1.n 10 !11,.1~-on 

Source : Mini~try of Education 
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Table 8 : 

Educetional Efforts by States* *in India 

--·----------~ld~u~c~a+ti~o~n~a~1ilE~x~p~e~n~dl~t~u~r~e~--~~~~~~~~~~~r-~~~~~--~.-.-~~

Expend1t ure as ~ of 
TbtSi E3ucat!onai Expenal- Percentiie ot Buagetea 

s. D· P. 

1966-5'1 1985-86 

ture per capita .(in Rs.) Expenditure on l.ducation 
to to tal budget CReven ue 

1961-62 -1'"§8-g .:"8'6(R. t. ) A~u~f " 1 • 1 98'5..:s6 Rah'k 

states 

at current 
• pri~~ - • • I - • I 

?.5 101·12 23·f 18.8 13 
8.4 99.68 21· 22·6 6 
5.2 64.26 18.9 24.3 3 
10·1 147.18 22.4 24·1 4 
NJ. 119.89 NA 1?.2 1? 
N.ft .• 180.61 N.A. 19.1?. 12 
8.4 145.86 16.3 1:3.7 19 
9.0 109-26 21-2 18.7 14 
12-7 14 8-27 26-0 ao.o 1 
7.~ 82.15 ~-2 15.7 19 
13. f1 120.46 25·2 16-7 17 
4.5 ?6.67 12.8 18·5 1 5 

10·3• 146.16 20.6 20.8 7 
?.1 99.05 £4.5 25.0 2 

11-4 108e:?5 23.~ 20·0 18 - 198.66 - 19.2 11 
6-0 64.30 14-5 19·4 10 
10.6 97.2P 37·1 22·8 5 
8·8 100·41 22-5 20.1 0 

Andhra Pradesh 2·3 4.? 
Assam 2.2 4.8 
Bihar 2·:? 4.2 
Gujarat 2.S 5.4 
Haryana :IT •• L -:l 'l "' .... 
B·P· N.A. 7·2 
J &K 2•£ 6.7 
r:arnataka ?.6 5.2 
Kerala 4.2 6.s 

· M.P. ?,.:? 4 ·2 
Maharasbtra 3.0 a.s 
Orissa 1·9 4·7 
Punje.b 2·7 3.2 
Rajasthan 2.4 4.9 
Tamil Nadu 2.8 4·6 
Tripura N.J.. 6 .. 9 
U.P. 2·2 ~.~ 
West Bengal 2.6 a.s 
All India 2.5 a.a 

-~-_... 

N .A. a Not Available 
*.-* IX>es not cover all the present states 
• includes Haryana 
Source s Education in India and Analysis of Budget Expenditu"'e in »iucation 

(Various vo.lumes). A handbook of' Education t=1nd }\llied statistics; 
Government of Indic., 1987. 
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Table 9 

Household Expenditure on Education in India 

Year Total Per capita Total 
lin Rs.10 (In R~.f {~a~e of 
ml].J.ign~-- At X: '5-71 GN) 

At At 70-71 current prices 
· putrent prices prices 

1 9?0-71 896 896 16.6 16.6 2.5 

1975 1171 PA6 19.7 1 4.3 1· 9 

1980 1712 812 95.8 1~ .. 2 2.3 

1982-82 2568 896 36.2 12.6 9.1 

Rate of 9.2 zero 6.7 - 2.4 
growth ~ 

Source : Based on llational Accounts Stati~tics 
19?0-71 to 1979-80 and 1970-71 to 1932-83 
(New Delhi, Central Statistics Organi~ation) 
as given in Tfiak, J .B.G.Educational Finances 
in India, NIEPA,1998~ 
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Table 10 

soau- wise contribution of Resources to 

Education in India 

Year 

Governmnt sector 
Central and rtate 
Govern DEnts 

Local Governments 
(Z Ula Pari shad, 
Municipalities, 
Panchaya ts) 

Priv~te Sector 
F€es 

Endowments etc. 

Total 

50-51 

100 

Percent 

60-61 ?0-71 

68.0 75.6 

6.5 

17.8 

8.:3 5.9 

_. ... ~ 

100 100 

80-81 

ao.o 

s.o 

100 ____________ _.. _________ ·-~._...._._.._... ..... __._ ....... -

source : Education in India (various years); and 
Planning Commi~sion for 1880-81• 
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Tabe 11 

Tntra-Sectoral resource allocation in education 
in India in the five year plans 

EducRt- First Second Third 1.lan Fourth Fifth Sixth seventh 
ional level plan plan plan holi- plan plan plan plan+ 

da 

El emen tary• 

Sec:Jndary 

University 

Other 
General* • 

Total 
genEral 

Tecr.nical 

Grand 
Total 

~ to Total 
plan outlay 

85 95 201 75 239 
(56) (25) (34) (24) (30) 

20 51 103 53 140 
(13) {19) (18) (16) (18) 

14 48 87 77 195 
(9) ,(18) ( 15) ( 24 ) ( ?5) 

14 :30 73 3 7 1C6 
(9) {10) {12) (11) {14) 

1:33 224 464 241 680 
(87) {82) {79) {75) {87) 

~0 49 1?.5 81 106 
(13) (18) {21) ·(?5) {13) 

1E3 9.73 589 322 786 
(100) {100) {100) (100) (100) 

7. 86 5. 83 

l{ote : • includes pre-~chool education 

317 006 1830 
(35) (26) (29) 

156 398 1000 
{17) (16) (16) 

205 486 750 
(2?) (19) (12) 

127 457 2121 
(14) (18) ·(33) 

305 224 7 5710 
{88) (89) (89) 

107 ?.78 682 
{12) {11) {11) 

912 ~524 63 83 
(100) (100) (100) 

** includes Teacher education, social education (Youth 
services) ctn.tural programmes etc. Vocational & Adult 

+ Draft 
• • Break-up ls not avaUable. 

source a _! Handbook of Education agd AJ,lied ~fatistics; 
,Seventh nve Year nan; and Dept. 0 Education,Govt. 
of India. 



Year 

1 950-51 

1955-56 

1960-61 

1 ~-5-66 

1970-71 

1915-76 

1976-77+ 

Annual 
Compound 
G ro\,rth ~ 

"F"r1mary 

366 (40) 

540 (37) 

630(25) 

1213 (26) 

2365'25) 

4463(25) 

5467(?5) 

11·0 
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Table 12 

Trends in Intra-sectoral Herource (total) AllocP..tton 
in D~uc~ tion in India lin Rf'•'!.n r.1i.llions) 

-- ....... -· --u~a~re--c:""''t..__e_x_p_e_n.,..d ... t t~l-l ~-e-o-n------~--~-------"'!!T!:*'o"'!'"t-al~-.,G~r-a-n~d:-·----
-gracne - "Secondc,ry §cb0o1 Hfg11c.r T"ota! indi- Total 

77(8) 231 (25) 

154(11) 376 (26) 

429(17) 689(27) 

810(13} 1504(32) 

1 '70 9(18) 27<X> (28) 

3410,(19) 4636 (25) 

4121(19) 6051 (28) 

16 •. :: 1::.4 

prof·Ue rect 

60(7) 184 (20) 921 (100) 

81 (6) 293(20) 114 8(100) 

146 (6) 565 (22) 2573(100) 

105 (9) 1241 (27) 4673 (100) 

128(1) 2709(23) 9611 (100) 

206 (1) 5410(30) 17925(100) 

210 ( ) 6033{28) 21883(100) 

4.9 14.3 13.0 

Expen
diture 

232 1153 

449 1897 

8?0 3444 

1192 5853 

1572 11183 

3122 21047 

1220 23103 

--........-._.~·"·· ... ·- '- .... __ "', .... ....._. .. _._........_. __ 
~.__......- - ...... 

* includes profes~ional, technical, "~roce.tional and special types. 
+ Col~. ? to 7 srecurring expenditure; Col. 3 1 non-recurring expenditure. 

Source 1 Education 1..n Indif.l (vf~riov s years) as in Tilak, J ·'9·G·, geucation.a!_ 
]'inanc.e"itin Ingj!., HTLPA, 1 r·sr-



-131-

Table 13 

Sector wise plan and Non Plan Expenditure in 
the year 1985-86 

-----------------~~~o·r-Pi~a~n---.~~o·r~N~o-n------~~--o~r~T~o~t-a~i----

Bxpendi- plan Education 
ture ~penditure budget 

1· Primary 
Education 

2. secondary 
Education 

3. r-pecial. Biucation 10.1 

4. university and 
other higher 16· 9 
education 

5. Technical 13.5 
Education 

6. Sparts and Youth 2· 7 
Welfare 

7. Other Educational 4.5 
Programme 

Total 100·0 __ ..... 

o.a 

100.0 100.0 

Source·f Analy si~ of Budgeted e:xpendit ure on education 
(1934-85 to 1986-87) DePartment of Ieducat ion 
Government of Ind ie, 1988. 
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Table 14 

Int~a sectoral expenditure of plan & non plan budget (Revenue Account) 
for 84-85 

{percentage) Octual s) 

stattt• 
I Priiilry seconaary Speclil U'n1 ver sit; • •tither •:.-·- .. "''' .. • --Sports-&:. ' ': ~·-

Education Educa- and other Youth general 
tion Welfare Bduce.tion 

-
1· Andhra 4?.0 28.1 o.6 20.0 1·1 o.r, 

Pradesh 
2· Assam 43.6 t11· 8 1· s 8.6 1.3 1·0 
3. Bihar 61·1 22.3 4·1 10·:2 0·7 o.4 
4. Gujarat · 5F.2 29.6 o.s 9. 2 1·2 1·S 
s. Haryana .39.4 41·1 1·1 12.9 2·6 o.s 
6. HP 56.? 29.? o.? a.s 2.2 1·3 
?. J&K - - - -a. Karnataka 53.0 22.6 0.9 18.3 1.8 0.4 
9. Kerala 51·7 29·1 o.7 13·2 1·0 o.:l 
1Q.E.P. 46.7 35.5 1·8 9.8 1-~ 0.9 
11· Maharasntra 44.2 34.9 o.s 13·4 1·1 2·? 
12· Manipur 51.1 26.2 o.a 16.9 ~.1 1· 2 
13· Meghalaya 3?.6 38.9 2·1 10· 8 6.4 a.o 
14. Nn~aland 60.5 23·2 ~-4 4·7 3.9 2·7 
15· Or ssa 42.1 37.5 o.a 13·5 1·1 2·G 
16· Punjab 3~.5 48.2 1·4 13· 7 1·~ o.? 
17. Ra.~asthen 52.8 33.2 1.1 10.2 o.9 0.7 
18· S1 kirn 29.7 59.9 1·£ 3.1 2.6 3.4 
19. TamU l~adu 4 9.2 27.6 0.9 17.2 0.9 0 
20. Tr1n. orR 36.? 42.6 6.6 5.8 1· 6 5.2 
21· u.p. so.o 34·7 1· 7 9.1 1·-~ 0 
22. llest -,eo gal 41· 2 40.0 o.7 13.2 1·4 1·? 

• Does not include those states which wen; gr~ted statehood after this period· 

Source s Analysis of BofJeted Expenditure on Education 1984-85 to 86·8? 
Government of India; 1988. 



Table 15 

Institutional costs of Education by sources 
in India 1976-77 (Recurring and Non-Recurring) 

Central state Univer- Local Tees Endown-Total 
Govt. Govt. sities bodies ments 

-
-Primary o.? 75.7 - ro.6 1~6 1·4. 100 

Middle o.7 79.2 13,9 ~.~ ?..9 100 

recondar) 1-~ 76.4 1.6 1:3.6 5.4 100 
(general 

Secondary 9.9 8?..6 0.9 1·:? 4.0 9.0 100 
(Vocational) 

Higher 18.:3 49.8 3.6 1.5 17.fi 9-'l .... 100 

Total 6.0 69.~ 1 ·1 8.4 9.9 5.2 100 

Source : Education in India - 1976-77, Vol. II 
.as given in Tilal~ 1?: VarF,he~e, ''ResourceE 
f~r Education in ~ndia, 'Occasional Papers 
No.2, NTEPA, New Delh1,198:3. . 
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Table t6 

Centr•·State shares 1n Educational Finances, 

. by levels of Eiucation (() 

CPJ.an outlays) 

Fourth Five· Sixth Five . 
· Iear Plan · · Year Pl.ap 

Seventh Five 
xear a,an 

Centre state!* Centre states* Centre states* 

Elementary 2·4 97.6 6.4 93.6 s.s 
Secondary o.a 99.7 4.2 ~.8 • • 

University 
56.7 and Higher 4 3.3 41.2 58.? •• 

Total 
Gene raJ. •• 29.3 ?(). 7 18.3 81.6 31-8 

Technical 53.4 46.6 44.3 55.7 32.3 

Grand Total 32.9 67·1 22.3 '77.7 37.4 

Note t •• Not avaUable 

* States and Union Territories 

•• includes all other levels of general education 

+ actual expenditure 

Source : Planning Commission (19697 1980 and 1985) and 
Ministry of HllDfln Resource Development (1985). 

94.5 

•• 

• • 

68.2 

67.7 

q2.6 



-135-

Table 17 

Estimates of Total and Per Capita 

Net Dome~tic Product for states (1~3~-84) 

Net domestic product 

(Rs. mill ions) 

Per Capita• 
lRs.} 

* current Prices 

state 

Bihar Ma.harashtra 

88248 199752 

1174 

Source : A Handbook of Education And Allied 

Stctistics, Ministry of Education, 

Government of India, 1987· 
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Table 18 

Literacy Position of States 

States 
tit eracy- lra:te. 

1 fJ71 1981 

~age increase 'N'o.of liilterates 
in no.of (3A J.akhs) 
1 iterates 1 71 1981 

515. 9rt 

Maharashtra 39.18 4 ?.02 197. 8.'3 ?86. 21 4 9. 7.: 305.26 331.6~ 

ftll India 

source t some selected Tndicators of Wucational Development 1..n 
in India, NIEPA, 1984. 

I age increase 
in no.o£ 
Uliterates 

14.57 

8.64 . 



states 

Bihar 

Mahara!Jhtra 

India 
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Tahle 19 

Number of Educational Institutions 

Primary secondary HighAir. Univer- Colleges ProfessiJnal 
Seconda.ry sities for gen. colleges 
sctools edu. (Pre-degree) 

(Degree & 

- abpy) 

50.980 11,289 3244 8 289 184 

35,4 98 15,14 7 6119 10 412 324 

4 9!503 118535 51006 110 3421 2386 

Aource : A Handbook of Education ann Allied statistics; l41nistry of 
Education, Government of !Delia, 198?. 

Professional 
~lleges 
(I?egree & 
above) -
243 

180 

1317 



States 

Bihar 
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Table . 20 

Average number of Primary, MidcD.e and 

High/Higher Secondary Scbools Jer lakb 

of Population (1979-80) 

Primary Middle 

76 16 

High/Hr. 
Secondary 

5 

Mabarashtra 57 26 10 

All India 73 17 7 

Source 1 A Handbook of Education and Allied 

Statistics; Ministry of Human 

Resource 9evelopmentt New Delh1,1987 
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Table - 21 

Teacher e- Pupil Ratio (1980-81) 

states Primary Middle 
schools schools 

40 34 

Maharashtra 39 36 

All India 40 :34 

Source a Ibid 

HigbAir. 
secondary 
schools 

27 

29 

25 



-140-

No. o t Single Teacher Primary 

Schools, 1978 

States 

Bihar 

Maharashtra 

All India 

No.of Single · 
teacher Pri~ry 
schools 

17,085 

17,827 

1,64,931 

Source s Ibid 

~ age -or single 
teache·r Primary 

schools ·to 
total no.of primary 
schools 

33.5 
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Table 23 

Percentage of Schools with Libl'aJY tacUities 

states Primary Middle Seeoadary : Br. 
'SfC09d!IY 

Bihar 33·7 68.7 95.1 100 

Maharasbtra 37.0 62.5 ~.6 96-1 

All India 29·5 'M·5 9;.8 96.a 

Source : l>id 



states 

Bihar 
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Table 24 <.A) 

Gross enrolment ratios at different 

levels (1980-81) 

Primary 
classes 
IV'"_ . -: 

(6-11 yrs) 

66.0 

Middle 
classes 
VI-VII 
(11-14 yr s) 

26.0 

Higher Sec. 
classes 
!X-XIIIII 
(14-17 yrs.) 

12.5 

Maharashtra 100.0 50.9 

All India 80.5 25.2 

Source : Ibid 
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Table 24 (B) 

Enrolment by stages/Classes 

(Higher })lucation) 

CAs on 30tb sept;.1983) 

Bihar Mahara ~htra All India 

Pb.o./D. sc./ 288 3500 26792 
Dh.Phil. 

M.A. 8827 14000 168961 

1-1.sc. 2525 5600 70018 

1-1. Com. 802 11500 54621 

B.A./B •. \. (Ilonr;.) 102639 66000 1105603 

B.Sc;/B.sc.(Hons) 53982 56000 583235 

B.Com./ 34312 134000 592033 
B. Com. (Hons.) 

B.E./B.sc./ 6697 9200 122051 
Engg./B. Arch. . 

B.Ed./B.T. 2965 7400 72848 

M."S.B.S. 4268 10000 ~423 

Total 217315 319200 2869585 

Sources Selected E4ucat1onal Statistics (1983•84) 

Ministry of Education, Planning, Monitoring and 
Stat 1st ic s Division, Govern me1 t of India, New 
Delhi (1985). 

-
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Table 25 

Rural Population served by Primary and 

· Middle Schools 

Source s Fourth All India l!nucational Survey; 

NC»tT; 1973 



States 

-
Bihar 
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Table 26 

survival llates of Students at Various 

stages of School Education 

Upto primary upto e1 ementary 
stage stage 

1972-7.3 1976-77 1969-70 1976-77 
class I class class· I~ class 

n VIII 

100 20 100 13 

Maba.rashtra 1QO 44 100 24 

All India 100 37 100 23 

upto secondary 
stage 

196?-68 1976-77 
class I cl~lss X 

100 10 

100 18 

100 15 

&>urce : Selected E:lucat 1onal Indicators of 

Eiucat ional Developrrent in Tndia; N IEP A; 1984 
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Table 27 

Statewise Frequency Distribution of 

Districts by Categories of Total 

Literacy (1~81). 

CSategories 
High moderately average below total 

high · average 

Bihar - 8 23 

Maharashtra 3 14 19 

Source : School F.ducat ion in India : 

The Regional ~imen sion; NIEPA; 

New Del hi, 1 934. 

31 

26 
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Table 28 

Inter District Variations in Per Capita 

Expenditure 

.1Hliar M&SS:ra shtra -
J9ZQ-Zl 19~-77 19'70-71 1e~-n 

1· Per· capital ?.96 20.40 25.02 4~.38 

E:xp en dit ure 

2. Range 14·20 40.40 35.10 52.50 

a. Ratio betweeo 3.80 s.oo 2.60 a.oo 
b.dghest and 

lowest 

4. Standard Devi- 3.75 10-27 8.~8 12·41 

at ion 

5. Co-efficient 47.10 51.00 . 33.40 29.0() . 

of variation 

_ ............... _ ....... _..., 

Source I Inter State Variation in Finane ir.g of 
Education : ~ Regional D~mension. C.B.Pad8a
nabham, NIEPA, 1986. 

. -



Table 29 

Representation Index of Biucationa.l 

Expenditure 

state per capita 
e.xpen di ture 

'in Rs.}. 

Bihar 64.26 

Maharashtra 100-46 

All India 100.41 

Index 

0.640 

1· 20 

....... • 
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Table 30 

Percentage of Budgeted Expenditure on Education by 

Blucation &rld ot;h,er Departments tc total bud&et 

CReven ue Account) Actual s 

xearlswe 

1968-69 

lal9-?0 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-'?9 

19?9-· 

1980-81 

1981-82 

1982-83 

1983-64 

1984-85 

1985-86* 

1986-8?£ 

Blt@r • • ,!'~:;:.har:,;:;.,a .. e ... t-.ra-...._..,...A_l;;:l _..In,_d_.t ... a ____ ,_ . ._ __ • ___ _ 

21·6, 21·1 

22.6 23·2 

21.0 

17.9 

20.~ 

31.4 

29.4 

28.8 

ao.o 
3~.2 

• Revised Estimates 

£ Budget Est 1m8. te 

ro.6 

26.£. 

23.; 

26.5 

25.5 

25.8 

25.6 

26.7 

2(.0 

SOLU'Ce 1 Expenditure as sbo'A'l in Central and State Budgets; 
aepartn~ent of Edpcat ion, Government of India, 
Cd~fferent yearsJ•AnaJ.ysis of Buigeted E:xpendtture 
00 Education b,y Centre and states.Ministry of Educat
ion,Government of Ind1a(d1fferent yefirs)· 
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Table 31 

Total Budgeted expenditure on Education 1¥ Biucation 

and other Departments. (Revenue Account) 

1968-69 

1969-70 

1970-71 

1971-72 

1972·73 

1973-74 

1974-75 

1975-76 

1976-'77 

19'77-'78* 

19?8-79 

Bihar 

356851 

491188 

522378 

543105 

683204 

846659 

950531 

1181404 

996276 

1571469 

1700623 

1979-80 . 1987009 

1980-81 2051~8 

1981-82 1'766940 

1982-83 3973408 

1983-84• 413851 

1984-85 4443550 

1 ~·85·86• 5143914 

1986-87£ 4 999157 

• Revised Estimates 

£ Budget Estirlli te 

f'ource a Ibid. 

'171431 

920244 

1029141 

1085025 

1340274 

1562382 

1937134 

2261088 

2424220 

268~64. 

3322341 

3?00071 

3860876 

5085338 

6017217 

68543§4 

8254759 

9672984 

005'i'i81 

CRs.1n tmurands) 
CActuals) 

All_Ind1a 

6645157 

'1735180. 

ro48800 

10071998 

11741242 

1:1~36593 

16400272 

19121381 

2.1375711 

24853225 

17~8211 

31386700 

31503929 

40480585 

51783274 

59?61£192 

68200917 

81223920 

87541818 
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Table a2 

Percentage of Plan Expenditure oo Bhx:ation To 

Total Expenditure of tbe Education Department 

CRevenuet Account) Actuals 

x~ar/sj;!~e§ 
-~ .»1ba.r - Mahar,!lshj;La bJ.l India. 

1968-69 10·1 15.2 11·3 

, 969-70 6.2 4.6 6.5 

1970•71 s.o 7.5 8.0 

1971-72 4.1 14.6 10.9 

1972-'73 18.1 16.7 13.2 

19?a-74 16.1 20.9 16.8 

1974-75 1· 7 4.6 f1.6 

1975-76 8.1 6.4 7.8 

1 P-76-77 10.8 7.2 8.9 

1977-78 ?.4 10.3 9.5 

1972-79 8.9 9.1 10.9 

1979-80 10·4 2. 9 6.1 

1980-81 11.8 3.1· 8.7 

1981-82 12.0 4.4 9.5 

1982-82 4.4 6.2 8.~ 

1983-84 4.0 8• 9 9.8 

1984-85 13.0 15.2 16.0 

1~85-86• 21.4 9.6 13.8 

1986-87£. 16.9 9 • .2 15.1 
~-·· 

• Rinsed E~timates 

£ Budget Estimate 

source : Ibid 

0 
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Table 33 

lge of BlJigeted Expenditure on m.e~ntary 

Biucation To Total Expenditure of Mucation Department 

(Revenue Account) Actuals 

Year/state Bihar Mabarashtra All Ind 1a 

1968-69 64.8 43·2 45~2 

1969-?0 63.4 46.7 46.2 

19?0-71 65.0 47.5 44.9 

1971-72 64.6 46.0 44.7 

1972-73 ?0.4 48.6 4. 7. 7 

1973-74 69.1 45.6 4 ?.~ 

1974-?5 61.~ 49.8 49.5 

1975-76 59.4 51.~ 49.6 

1976-77 52.4 48.:: 48.8 

1977-78 61.1 47.1 48.4 

1978-79* 60.7 46r0 48.1 

1979-80 61.1 44.5 47.0. 

1980~81 73.5 46.4 48.5 

1981-82 65.1 44.1 46.S 

1982-83 65.6 44.6 4 8.£ 

1982·84• 64.9 44.5 48.6 

1984-85 61.1 44.2 47.2 

1985-86• 62.~ 44·2 4?.2 

1 986-S'i!£ 61.0 44.2 46.6 • 

• Revised Estimates 

£ ~udget Estimatee 

Source .1 Ibid 
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Table 34 

Percentage or Budgeted EXpenditure on secondary 

Education to Total Expenditure of Edooation 

Dclpartment (Revenue •ccount) (Actllfl-1 s) 

IeE{~ate Bihar Ma.haras;tra. Al Ipd1!; 

1968-69 10·4 34.0 ao.o 
1969-70 12.0 ag.o ao.o 
19~-71 11.7 -:-33.5 31.3 

1971•72 11·1 34.9 31.7 

1972-73 10.8 35.3 32.4 

1973-74 11.5 36.S 32.1 

1974-75 14.4 34.6 33.0 

1975-76 19.7 33.S 32.9 

1976-77 19.5 33.1 22.7 

1977-78• 18.9 3 3.1 32.0 

1978-79 19·2 33.9 3 2·1 

19'79-80 18.8 34.6 32.8 

1980-81 16.8 33.0 32.3 

1981-82 20.7 ~4.1 33.& 

1982-82 20.6 34.4 33.2 

198:3..;84• 20.2 34.7 32.4 

1984-85 22.3 34.9 32.9 

1985·86• 18.0 34.7 32.3 

J 986-§7£ 18.0 34.9 332.5 

* Revised Estimates 

£ Budget Estim~te 

Source s Ibid. 



Table 35 

Percentage of Budgeted Expenditure on Univers1ti' 

And other Higher Education to the Total Expenditure 

on Education.Department (Revenue Account) (Actuals) 

' 

Year(BV.te 

1!?68-69 

1969-'?0 

19?0•71 

1971-72 

1972•73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78* 

1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983-84* 

1984-85 

1985-86 

J 986-87£ 

Bihar 

10·7 

11.0 

10l:B 

10.5 

122.2 

18· 9 

15.9 

21.4 

15.4 

14.8 

14.3 

13.8 

10· ~ 

s.E 

• Revised Estimates 

£ Budget Estimate 

Source : Ibid 

6.4 9.6 

6.1 9.6 

6.6 9.2 

6.8 9.5 

6.6 10.5 

7.5 10-6 

6.9 10·8 

s. 8 10.6 

9. B 11· 7 

1~· 7 13.2 

-
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Table 36 

Percentage o f Budgeted Brapendit ure on Technical 

Education To Total Expenditure of Education 

DepartDEnt (Revenue Account) (Actuals) . 

'Year/states "i1Uiir Mibaras'h£r a m Yna!a 

1e6S-69 3.5 4.6 3.5 

1969-70 2·8 4.4 2·8 

1970-71 2.6 4.a 3.7 

1971-72 2.9 4.:3 3.5 

1972-73 2·6 3.8 3.3 

1973-74 2.2 3.5 3.~ 

1974-75 2·1 ~.4 2.8 

19~-76 2.0 3.~ 2.8 

1976-77• 2.7 ~.4 2.9 

1977-78• 1·!1 3.5 2.9 

1978-79 1-7 2.f' 2.9 

, 979-80 1.6 3.6 3.0 

1980-81 1.0 3.0 2.2 

1981-8?. 1.2 3.3 2.5 

1982-83 1·1 a.s 2·7 

1983-84 * 1.2 ~.a 2.6 

1984-85 1·2 3.6 2c7 

1985-86• 1·2 3.8 2.9 

1986-8?£ 1.6 3.2 2.9 

• Revised Estimates 
£ Budget Estil!fite 

source s Ibid. 
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Table 37 

Total Budget Expenditure on lQ.ementary 
(Revenue Account) 

Education 

- ·- .... lActuals) 

Year Biba.r Maharashtra All India 

·' 

1968-69 193622 316019 2738379 

1969-70 2748:>2 409980. 3222815 

19'70-71 315278 466040 ~718510 

1971-72 322929 470049 4120177 

1972-73 430512 564653 4969430 

1973-74 537715 652951 5a)0991 

1974-75 546631 80'7375 7125403 

1975-76 62414~ 992084 8350173 

1976-77 444962 1003708 8993995 

1971-78* 858363 1096096 10~76750 

1978-?9£ 001724 10~486 10972258 

1979-80 109954 8 1432662 12517753 

1919-81 1058878 1789929 15283088 

1981-82 1064 913 1863271 16501013 

1982-83 2314722 2215109 214 91382 

1983-84• 2391587 2503883 24870Cl34 

1984-85 25$326 305131 B 28261634 

1985-86• 3011770 3558438 32875055 

1986-8?£ 2~2529 3508597 34 911153 

• Revised Estimates 

£ Bugeted Estimate 

Source 1 Ibid 
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Table 38 

Total. BudgetocSed bpeoditure on Secondary Fducation 

(Rs· in tmusaods) 

secondaiy 
CA<jual.q 

tear Bihir IWiarashtra A 1 In !a 

. 1968-69 3M97 938838 1816345 

1969•70 51~1 281082 2051975 

19?0-71 56603 329062 2593818 

t97l-72 55534 356732 2921259 

1972-73 66888 411094 3373610 

19~-74 89178 522344 38391'71 

1974-75 128426 561238 4 745138 

1975-76 206514 648578 5544443 

1976-77 165264 686776 602256~ 

1977-78• 265129 769469 6858733 

1978-70C 277071 799195 7330815 

19'79-00 338138 1116201 8721818 

1980-81 :3441 'iO 1274314 10162500 

1981-82 338480 1442751 12017218 

1982-83 72'7082 1708228 14 791106 

1983-84* 743506 19.S1653 16585080 

1984-85 946165 290~00 19672127 

1985-86• 871587 2789186 ?2445497 

1986-8~ 836029 276808:3 24:?29555 

• Revised Estimates 

£ Bugeted Estimate 

source : Ibid 



a 

" 
1968-69 

69-70 

7Q-71 

71-'72 

72-7~ 

73-74 

74-75 

75-76 

76-77 

77-78 

78-79 

79-80 

80-81 

81-82 

82-83 

83•84 

84-85 

85-86 

86-87 
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Table 1 39 

Total Budget Expenditure on Universities 

and other Higher FJiucation 

(in ..Rs.tbousands) 

~~r I • 
J!llaraiPJ;ra All Jnd1a 

336?8 46736 579030 

47731 53096 667043 

50151 64671 771157 

52139 68560 8?68~ 

?4640 76631 1089110 

106910 107517 12~221 

168235 112774 1557419 

167669 112267 1788905 

182225 202578 2147629 

216136 245025 2668131 

218648 302891 2885079 

257985 441814 3542CX)6 

177515 514 9:12 3048957 

178132 614726 4681297 

300160 681844 5543650 

330034 7'76605 6459120 

434597 926836 7426073 

623409 1108417 9018680 

6~3555 1069064 re73964 

source : Ibid. 
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Table 40 

Totar-~8udgetet;.Bzpedi.U~u~ ;- 011 Technical. Ed~tion 

(Rs. in thousands) 

lUaar • Mahara shtra. All iin~ia 

68-69. 10970 33832 213418 

69-?0 12372 38229 2673141 

70-71 12544 42259 298183 

71-72 14253 43972 314566 

79•73 15768 44922 355316 

73-74 17103 54185 390349 

74-75 18250 54864 418662 

75-76 21417 62464 486827 

76-7! 22?01 70491 542222 

77-78 26896 8019i 626246 

78•79 30251 79079 668468 

79-80 29137 116019 783872 

80•81 33534 130727 873417 

81-82 19932 138014 963692 

82-83 39800 175114 1169585 

83-84 45515 187885 1345657 

84-85 51832 244988 1605449 

81-86 64721 205355 1990114 

86-87 76342 251526 2135431 

source : Ibid 
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Table 41 

Compound Growth Rates (Annual) of Total Budgeted Expenditure 

(Percentage) 

Heads states 1958-6§ to 1'974-75 1 §80-si tci 1968=6§ to 
19'74-75 to 1986-87 1986-87 

• 19fl>-81 

On Education by Bihar 17·7 13.7 16.0 15.8 
Education and Maharashtra 16.6 12.2 16.5 15.0 
other Departments All India 16.3 11·5 18.6 15·4 

On Elementary Bihar 18.9 11.7 17.9 16.1 
Education MahArashtra 16.9 14.~ 11.9 14.3 

All India 17.3 13.6 14.8 15.2 

On secondary Bihar 26.0 17.8 16.0 19.8 
Education Maharasbtra 14.5 14.6 13.8 14.3 

All India 17.3 13.5 15.7 15.5 

On tll1vers1t1es ~ihar 3().0 0.9 23.6 17.7 
and other higher Mahara)lhtra 15.8 29.0 13.0 19.0 
Education All India 15.1 11·8 21.0 16.9 

On Technical Bihar 8.9 10.? 14.7 11·4 
Education Maharashtra 8.4 15.5 11.5 11.8 

All India 10·6 14.4 16.1 13·7 
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Table 42 

The Growth of Total Budgeted Expenditure on Education 

by Ed~ation and other Departments in Bihar CActuals) 

CRs.in t m usan ds) 
Actuals 

Year current Index At Index 
prices nos. conE- nos. C~se yea.r 

(base year tact 1970-71-=:100) 
1970-71= prices 

1QQ) 

19?0-71 522378 100 522378 100 

1971-72 54~105 103.97 493732 94.5 

1972-~ 683204 125.8 555450 112.S 

1973-74 846659 12~.9 604756 108.9 

1974-75 950531 112·2 513801 85.0 

!1975-76 1181404 124.2 656336 127.6 
.,. 

1976-77 996276 84.2 547404 83.:3 

1977-78 1571469 157.6 805882 14 7.1 

1978-79 1703623 108.2 896644 111.2 

1979-80 1987009 116.7 899506 100.2 

1980-81 205194 8 103.2 789211 88.0 

1981-82 1766240 86.1 615415 78.0 

1982-83 3973408 224. !:# 1324469 215.2 

1983-84 4113851 103.4 1277594 9'5.~ 

1984-85 4443550 108.0 1295496 101.2 

1985-86• 5143914 115.8 1420971 109.7 

1986-8~ 4999157 97.2 1305263 91.9 

1986-87/ 957.0 9.4 9. 9 
1970-71 
(GI@ = 15.2 5.9 

* Revised ~timates 
£ Budget Estimates 
@ Compound Annual Growth Rate (~) 
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Table 43 

TheCh>wth of total budgeted Expenditure on Education 
by Education and other Departments in Maharashtra 

(Rs.-in t~usands} (Actuals) 

- X't • Index 
Year cucrent 

Rrise~ 

1970-?1 1029441 100 

1971-72 1085025 105.4 

1972•73 1840274 123 ·4 

1973-74 1562382 116.5 

1974-75 1937134 123.9 

1975-76 2261088 116.6 

1976-?'7 2424220 107.1 

1977-78 268~64 110· 9 

1978-79 33?.2341 1 23.4 

1979-80 37000?7 114 ·1 

1980-81 38608'76 101· 7 

1981-82 5085338 1:31.6 

1982-83 6017217 118.2 

1983-84 6854354 113. a 

1984-85 8254 759 120.2 

12·85-86• 9672984 117.~ 

1986-8?£ 96574 81 gg. ~ 

1 986-87/70-71 

CGR@ 15 

• · Revi~ed Estimates 

£ Budget estimates 

938.0 

It 
constant 
prices 

1029441 

986386 

1089653 

1115987 

104 7099 

1256160 

1331989 

1379212 

174 8601 

1796415 

1484 952 

1771895 

2005739 . 

2128681 

24066:35 

2672095 

2521536 

5.6 

@ Compound Annual Growth Pate Cf) 

tnaex 

100 

95.8 

110-5 

102.3 

119.9 

1o6.4 

103.4 

126·8 

10?..6 

8?.. 7 

119.2 

113. P. 

106.0 

113.0 

111·0 

91·4 

244.8 

• 

• 
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Table 45 

The Gro,.ztb o f total Budgeted Expenditure on 
m.ementary Education in t-:aharashtra (Actual s) 

CRs. in thou sands) 

Year At fnllix At Index 
current nos. constant nos. - ;ericts prices 

19/U-71 466040 100 466040 100 

1971-72 4?0049 100.9 427317 91.7 

1972-73 564653 120.0 45Q>67 107.3 

1973-74 652951 122.6 466394 101-6 

1974-75 807375 123.7 436419 93.6 

1975-76 992084 122.9 551158 126.3 

1976-77 1003708 101.2 5514 88 100.1 

1977-78 1096096 109.1 561274 101.8 

1978-79 10944 86 99.9 576045 102.5 

1979-80 1432662 130.9 648263 112.4 

1980-81 1789929 124.8 688139 106.2 

1981-82 1863271 104·1 649223 94 ·2 

1982-83 2215109 118.9 738370 113-6 

1933-84 ?.503883 113.0 777603 105.2 

198A-85 3051318 121· 9 889597 114.3 

1985-86• 3558438 116.5 982994 110.5 

1986-8?£ 3508597 98.6 916083 93.2 

1986-87/70-71 752.9 196.6 

CGR@ 13.4 4.? 

• Revised G~Btimates 
£ Budgeted Estimates 
@ Compound Annual Growth Rate (<( ) 
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Table 46 
\. 

The Growth of Total Budgeted Expenditure on 
Secondary Education in 31har CAc~ual. s) 

.. . CRs. in tlo usends) 

- It 'index It Index 
year current nos. constant nos. 

prices Rrices 

19'70-71 56603 100 
j 

56603 100 

1971-72 55534 98.1 50485 89.2 

1972-73 66888 120.3 54381 107.6 

1973-74 89178 133.2 63699 117.0 

1974-75 128126 144.0 69420 108.9 

1975-76 206974 160.9 114763 165.2 

1976-77 165264 80.0 90804 79.1 

1977-78 265129 160.3 135QS4 14 9.6 

1973-79 277071 104.4 145827 107.3 _, 

19'79-80 338138 122.0 153004 104.8 

1980-81 344170 101.8 132373 86.4 

1981-82 338480 98.2 117937 89.1 

• f988f;-83 727882 21~7 242361 205.5 

1982-84 743506 102.3 230002 $.3 

1 ~'84-85 916165 127.3 275850 119.3 

1985-86* 871587 92.1 ~A0?60 8?.3 

1986-87£ 836029 96.0 918284 90.7 

1986'-87/~-71 1477.6 385.5 

caw - 18.·3 .... 8.8 

• Revised Estimates 
£ Budgeted Estimates 
@ Coupound Annual Gro"Wth Rate ( '() 
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Table 47 -

The Growth of Total Budgeted Expenditure on secondary 
Education in Maharashtra (Act~ls) 

, :....: fRs. in thousand) 

lt I'oae:x At Index • Year 
current nos. Cbnstant nos. 
,Wis;e~ sriC~§ 

1970-71 329060 100 3?0060 100 

1971-72 356732 108.3 324302 98.6 

1972-73 411094 115.1 339!23 103.6 

1973-?4 582344 127·1 373103 111.5 

1974-75 561238 107.3 303372 81.2 

1975-76 648578 115.6 360321 114.9 

1976-77 686776 105.9 3?734 9 104.6 

1977-78 76~69 112.0 394599 104.6 

1978-79 799195 102.9 4206?9 106.6 

1979-80 1116201 139.7 50506>3 120.0 

1980-81 1274314 114.2 4 90121 97.0 

1981-82 144?751 113·2 502'700 102.6 

1~82-83 1708228 118.~ 569409 113.3 

1983-84 1951653 114·2 606103 106.2 

1984-85 2409393 123·4 702447 115.9 

1985-86• 2789186 115.8 7704 93 109.7 

1 986-8?£ 2768083 99.2 722737 93.8 

1 98&-87 /70-71 841.2 219.S 

CGR@ 14 .a • 5.Q 

• Revised Estimates 
£ Budgeted Estimates 
@ Compound Annual Growth Rate (~) 
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Table 48 

.e Growth of Total Budgeted Expenditure on 
iversities and other Higher mucation in Bihar 

(Actuals) 

n lnde:x At 
(fls.L in ~housapdsl 

lfnde:x 
Year current nos. constant nos. 

Rrices Rrices . 
1 9?0-71 50151 100 50151 100 

1971-72 ~139 10~.9 47399 94.5 

1972-73 ~640 143.2 60683 128·0 

1973-74 106940 143.2 76386 1?5.9 

1974-75 168225 157.2 '90938 119.0 

1975-76 167669 99.7 93149 10?.2 

1976-77 182225 108.7 100124 107.5 

1977-78 2161::6 1118.6 110839 110·6 

1978-79 218648 101·2 115078 103-7 

1979-80 257985 118.0 116735 101·2 

1980-81 177515 68.9 68275 58$5 

1981-82 1781~2 100.:3 62067 oo. 9 

1982-83 ~00160 168.4 10005:3 161-1 

1P82-84 2300~4 112· 9 105200 105.1 

1984-85 4~4597 1?8.~ 126705 120·2 

1985-86* 6~2409 142.2 172212 136.0 

1986-8~ 633555 143.2 165419 96.1 

1986-87/70-71 126:3.2 3?9.7 

CG~ 17·2 7.8 

• Rev !sed Estimates 
£ Budgeted Estimates 
@ Compound Annual Growth rates (~) 
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Table 49 

The Growth of Total Budgeted Expenditure on 
Universities and other Higher Bducat ion in 
Maharashtra (Actuals) 

(Rs. in ttousands) 

Year Xt Ina ex n Index 
current nos. . constant nos. 
Rric1s pJ:iC§§ 

19?0-71 64671 100 646?1 100 

1971-72 68560 106.0 62~27 96.4 

1972-73 76631 111-8 62302 99.9 

1973-74 10?517 140.~ 76798 1~3.3 

1974-75 112774 104.9 60959 79.4 

1975-76 112767 99.9 62648 10?.8 

1976-77 202578 179.5 111306 177.? 

1977-78 ?450?.5 120.9 125654 112·9 

1978-79 :302891 123.5 159416 126.9 
·<· 

1979-80 441814 145.9 199916 125.3 

1980-81 514 942 116.6 198055 99.0 

1981-82 614726 119·4 214190 108.0 

1982-83 681844 110·8 227281 106.0 

1983-84 776605 113·9 241182 106.0 

1984-85 926836 119.2 270215 112.0 

1935-86• 1108417 119.6 :306192 113-2 

1986-8?£ 1069064 96.3 279129 91.?, 

1 986-87/70-71 1653.0 431.6 

- CGfl! 19.2 9.6 -
• Revised Estimates 
£ ~udgeted Estimates 
~ Compound .Annual Growth Rates (~) 
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Table so 

The Growth of Total Budgeted Expenditure on Technical 
Ed tr at ion 1 n 131har (Actuals) 

It Index At 
. CE~· 1D ~~oy=aod~l 

Year In ex 
current no•· constant DIIS• 
;gri~e.§ 12r1ce; 

1970-71 12544 100 12544 100 

1971-72 14253 113-5 12957 103.3 

1972-73 15768 110.5 12820 98.9 

19?S-74 17700 112·2 12645 98.5 

1974-75 18250 103·1 9865 78-0 

1975-76 21417 117-4 11898 120.5 

1976-77 2?~1 105.9 12472 104.7 

1 f:"/7-78 26896 118.5 13700 110·6 

1978-?9 30~51 112-5 15922 115.2 

1979-80 29137 ~-2 13184 8?.7 

1980-81 ~2~4 115.1 12898 97.7 

1981-82 19932 59.3 6~9 53.9 

198?-83 39800 199.7 13?.67 190.9 

1983-84 45515 114 ·4 14135 106.4. 

1 984-SS 51832 113.9 15111 106.9 

1985-86* 69721 124.9 17879 118. ~ 

1986-87£ 76342 117.9 19933 111·5 

86-87/70-71 6os.6 159.0 

CGR@ I 1.2·0 2.9 

* Revised Estimate 
£ Budgeted Estimate 
@ Compound Annual Gro.....,th Rate (~ 
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Table 51 

The Growth of Total Expenditure on Technical Education 
1n Maharashtra CActuals) 

CRs. in tmusands) 
• Xt Index At !iii ex 
Year current n~. constant nos. 

- pr_ic e§ prices 

19'70-71 42259 100 4?259 100 

1971-72 43972 104.0 39975 ~.6 

1972-7:3 44922 102.2 36522 91.4 

1973-~ 54185 120.5 38704 106.o· 

1974-'75 54864 101.2 29655 76.7 

1975-76 62464 113· 9 34701 117.0 

1976-77 704 91 112.9 38733 111·5 

1977-78 80194 113.8 4112~:. 106.2 

1978-'79 70079 98.5 41621 101.1 

19'79-80 116019 146·6 ~2497 126.0 

1980•81 120727 112.7 50280 95.8 

1981-82 138014 105.6 48089 95.5 

1 ~82-83 1?5114 126.9 58271 121.4 

19~-84 187885 107.3 5~50 99.9 

1984-85 244988 130.4 71425 1~2.~ 

1985-86• 205255 1?4.5 84352 118.1 

1986-87:£ 251526 82.4 656'73 77.9 

86-87/70-71 595.1 155.4 

c~ 11·§ 2.8 • 

• Revised Sstima tes 
£ Budgeted Estimate 
@ Compomd Annual G ro ,..,1;h Rate (~) 
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Tabl:e 52 

Expenditure on All sectors o :f Education s i age of 
Actue.ls To Rev1. sed Estimates and Budget Bstims. tes. 
(Revenue .Account) 

j~~~~ : ~· i.f!! :ax. if : ~ ft::a~!!i.: :a: ~s;:n~ii£E.: 
1968-69. 128.7 j 98.1 117.8 98.~ 111.S 100.9 

t969-?0 100.4 96.6 114-~ 97.~ ·gg.9 97.1 

1970-71 106.6 97.9 112.~ 96.6 109.~ 104.6 

1971-72 95.9 97.4 98.1 99.6 106.0 98.9 

1972-73 112.0 79.6 110.6 10~~.6 104 .~ 96.5 

1973-74 91.3 93.9 118.2 100.8 99.8 

1874-75 102.2 105·3 101.6 96.8 100.~ 101.0 

1975-76 101.2 101·1 108.£ 99.4 106.3 100.6 

1976-77 78.2 78.4 101.3 98.1 101·2 98.0 

1977-78 11f.5 93.7 101.9 98.3 104.4 98.£ 

1 9·78.,.79 101.2 96.7 117·7 99.2 104 ·2 97.2 

1979-80 97.0 93·1 102.i 97.9 97.8 98.7 

1980-81 96.7 76.2 ~-0 87.4 92.3 85.0 

1981-82 62.0 56.0 113.8 120.0 102.4 111· 0 

1982-83 119. G 84.4 12 3.4 10~.0 129.0 100·7 

Source : Analysis of :gudgeted Expenditure on Education, 
Hinistry of Human Resources Development, Govern-
men~ of India; (Different years)i Expenditure 
on Education. As shJwn in Centra State Annual 
Budgets (different years); Ministry of Educe t ion, 
Government of India. 



rtate~ 

Bihar 

Maharashtra 

All India 
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Table 53 

Total Direct and Indirect Expenditure 

Direct Indirect Total Direct Indirect 
Expen- Ex pen- Expenditm-e Expen- Expen-
di,t u,re • diture Ji.iture _ ~j;ure 

~........-.-~ 

874 .e:o 522·24 1:3 76. 74 9211·80 1359.56 
{62.6} (36.5) ·(100.0) (87.3) (12· 7) 

91?3.39 :368.76 24 92.1S 24635.22 3216-14 
(85.2) (14. 8) (100. 0) (88.5) (11·5) 

15 96:3 .ss 4665.8 20629.41 179251.78 31218·51 
(?7.4) (22.6) {100. 0) (85. 2) (14. 8) 

Figures in parenthesis slnw the percentage share •. 

Source s ]9jucation in India (different years)· 
Mini~try of Educat1on, Govt. of India. 

Total 
Expenditure 

13:302.9 
(100.0) 

22720.36 
(10().0) 

230415.71 
(100.0) 



states 

Bihar 
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Table 54 

Percentageof Direct .Expenditure on Education by objects 
to total 01rect Expenditure (JUl Tn~ti tutions) 

Salaries oT teachers Salaries of !qulpmeot and t'5tfier items 

1968=69 
other ~taff other a~ra;u§ 

j97b•j6 196s-o 1gz6-1Q :J96S-9:195-2? :196S3?9 
74 .4.4 81.75 8.23 7·52 3·43 2.00 13·90 

Maharashtra 73.66 ?2.12 9.39 12.08 3.42 2.26 13.53 

All India 
ik"t- -· 

74.58 76.23 9.47 10· 71 3.80 3.30 12.15 

Source : Education in India (different years), Ministry of Education, 
Government of Ind ifl. 

lltl~~:29l I 

8.?3 

13.54 

9.76 



Heads 

Primary 
Education 

Secondary 
Education 

• 
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Table 55 

Percentage share of different Heads of Expenditure in 1986-8? (B.E.)• 

Direction Govern- As sis- I sst~- sch'O- Teachers Other· 
states Inspection & ment tance to tance to lar- training e:xpendi• 

A dmini~t rat ion Institu- Non-Govt. local ships tures 
tions Inst-!. tu- bo~s 

• .. . ~utiogs _ •• 

Bihar ~.9 88.5 1-4 - - 1·0 6.~ 

Naharashtra ?.0 0.1 96.0 - 1· 2 o.s 
Al1 India 1· 7 34.3 21.E ~8.6 1·2 12·2 

Bihar 3.8 87.1 6.2 1·2 o.o 1·5 

Mabarashtra o.9 o.A 85.7 11·2 0.2 1·~ 0.1 

All India 
I 2·4 ~6.5 48·2 6e33 Q•$ Q•Q 1·~ 

* Budgeted Estimate 

Source : Analysis of Budgeted Expenditure on Education (1984-85 to 1986-8?; 
l-linistry of Human Resource Development (Department of Education); 
Governmett of In diP, New Df'..lhi, 1988. 
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states oovt. 
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Table 56 (A) 

Percentage Contribution to Education qy Sources 

1®6-57 
Local. 
bodies 

:::::: :( 
Fees Eild9wrnents 
,. · &·other 

: :: :j 9!$:-.~. I ::: :· . . . -

Govt. toea.]. Fees Endowments and 
funds bodies other sources 

-------------------~;;. ' . ~.;.g.;;;.u.r.c-..e;;.:§:-...---..._..---· -· ----------· __ 

Bihar 
' Maharashtra 

All !ndia 

50.~ 21·6 18;4. 9.8 85.9 .. r. ( 
··-''-· ... s.6 s.s 

55.5 10.6 25.2 8.6 69.5 15.2 10.8 4.2 

62.~ Be4 1 s.. 8 9.1 ?6.S 8.4 9.8 s.s 
.... 

Source t T~ken from •MobU isation of ft.dditionalResources for Educationt 
A case study of certain states,:in India; P.B.Padmanaban, NmPA, 
1984. 



states 

-
Bihar 

Maharashtra 

All India 
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Table 56 (B) 

Average Annual Rate of Growth of Contribution by 
Each sources to Education Percentage of 1956-.t;? to 1976-77 

Government 
funds 

• 

14 

Local 
bodies 

D·ecrease 

14.7 

Fees 

9 

En cb '.me nt s 
and other 
source.a 

8.8 

8.8 

12.8 

-------·----------------- ------------------------
Source : Ibid 
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Table 57 

"qudgetary Posit ion of states (198..'3-84) 

Cin lakhs rupees)· 
Revenue Receipts 

wn tax n tax transfer To tn on-p an Tota per capita 
rev~nu~ revenue from the exp. on ·' 0 • exp.on 

Total SP-lestax centre Education (2) (3) . education 
l· 2· a. I· •• 6. ,. I· •• , •. - ,31· • 

Bihar 44149 29841 22924 8~564 1504~7 ~6500 116546 82.9 122·6 31-4 52.33 

Hahara!:iltra 18224 9 119671 70899 79'\'50 326198 51375 4930 8.2 4~.9 19.4 81•83' 

All India 1075~11 626106 416023 91004 8 240138~ 45139A 186891?- 42·0 72·1 24 ., 

Source : RBI Bulletin, No~crr:ber 1985. 



States 

-
Bihar 

Table 58 

st::ote ti'orecasts (~F); Reassessrmnts by the Finance CO·!l'ln1ss1on CFC!R) 
and Couts hy the Finance Comrnlssion (Var.) in relation to Education 

CRs. in 10 mUlions) 

VI Finance Commtssion VII Finance Comnission 

- - • SF FCR var • a SF FCR var..:. _ SF FCR 

-153.2 

Maharashtra 516.9 584.4 2768.1 2813.4 

Sburce : Finance Commission Reports (1973, 1978 and 1283) 

-
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Jt.PPLND IX - IIV 

AN EX~ANArORY NGrE ON THE NATURE OF DATA 

The data have been mainly collected from the 

various documents ~nd reports, publi~hed by the 

Ministry of Education, .Planning Comnission, NIEPA 

etc., as mentioned in the introduction. Following 

are some of the explanatory notes : 

(a) These statistics relate to recognized 

in~titutions on1s· Recognized institutions are 

those in \vhich the coarse of ~tudy followed is 

that prescribed or recognized by the Governmeot, 

or by a university or by a university or by a 

Board constituted by law and which sati~fy one or 

more of these authorities, as the case may be, that 

they attain to a reasonable ~tandard of efficiency. 

(b) The Academic year 1 n these tables 1.s taken 

to coincide ,.,ith the ftnancial yee.r '!.e. from 

April 1 to }!arch 31 of each year. The enrolment 

figures relate to enrolment as on the ~1st Larch 

of the year. 
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AP?.ENDIX V 

A NOTE ON sm.ECTED PHYSICAL INDICATORS 

' 

Some p}V sical indicators have been usM to the 

show the developments in the field of education in 

Chapter III. They have been taken from ''A Handbook 

of Education and Allied statistics•• pablished the 

Mini~try of Education, Government of It:Jdia. Some of 

the Indices used have been explained below 

(i) Gross enrolment Ratio : It mea~ures about what 

percentage of the total population in the relevant 

age group is being covered by the various educational 

programmes being run in the country. 

Gross enrolment RG.tio 
at stage 1 = 

Enrol~:ent at stz.ge 1 

Population in the age 
group corresponding 

to the ith age 

X 100 

Various stages are primary (class I-V), }ifddle (Class-VI-VITI) 

and High/higher Secondary (Class IX-MI/xii). The corres

ponding age groups for the stages are 6-11 years, 

11-14 years and 14-17 years respectively. 

(ii) Teacher Pupil Ratio : It is defined as the 

average number of students per teacher for a particular 

type of SCID3l eg. 
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Teacher-PupU 
ratio for = 
primary 
schools 

Total enrolment in 
primary schools 

To tal number o f 
teachers in primary 

schools 

(iii) Average number of primary, middle and High/ 

Higher Secondary Schools Colqlared to its population 

which is defined as follows : 

Average number of 
Pr irnary school~ per 
lakh of population 

= 
~Ut'lher of prtMrry 
rchool s a 

To ta1 population 
x1 ,oo,ooo 
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APPENDIX VI 

DATA. CALCULATION 

(i) Representation index_have been used to identifY 

the underinvested or overe~timated regicms which 

can be defined as follows : 

R t ti Per capita Expenditure 
~~~~~en a on ,. wP .... r.....M.t.wh:...e_,s .. t~a.::.lt~e..__ ____ _ 

Per capita expenditure 
of the country 

(11) The Compound Annual Grmo~th Rate 1 n percentage 

have been calcUlated for the expenditure on education 

and its subsectors in Bihar, Eaharashtra and All 

India. The growth rates were calculated for a perkod 

of eighteen years as a wmle and also seperately for 

three periods of six years each. The growth rates 

have ·been calculated on the basis of following formula. 

where, 

= (1 + r)
0 = Pn1P0 

1+r ~'11 JPA 
r = n/P0 1P0 - 1 

r = growth rate 
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n = number of years 

Pn = Current year expenditure 

P0 = Ba~e year expenditure. 

By taking logarithms the formula taken the following 

form!' in percentage terms s 

Antilog - 1 X 100 

n 

III. Current year expenditures have heen converted 

into con~tant prices in order to see the real change. 

1970-71 price wa~ taken as the base year. The following 

formula was used to change the current ye~~r expenditure 

into constant prices. 

Base Year Pric§ Index 
Current year Price Index 

X Current year Expenditure 

Base year Price Index is always equal to 100. Current year 

price Index with relation to base year was taken for 

different years from EConomic Survey publi~hed by the 

Government of India. 

r"~r. Index numbers were used to denote the percentage 

change in expenditure on different subsectors over the 

yearE. The formula on which Index numbers were calcul.E.ted 

are as follows c 

Tndex Number ~ Figures of cm·rent year 
Figures of Base year 

X 100 
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APPENDIX Vll 

A NOTE ON TREliD L Il~ES AiJD TEsr OF SIG:UFICA:-ICE 

The trend 1 ines have been drawn to show the 

change in expenditure on education and its subsectors. 

students't" te~t has been applied to test the signi-

fi.cance. The trend 1 ine, though based on pattern 

of regre~sion 1 i.ne, is different from that as it 

dae~ not say anything ahout cau~al relation~hip. 

Since it involve~ time-series data, the origin i~ 

generally changed f'Jr the sake e>f convenience. 

Follo'"'ing is the rrettod follo,.,ed in tracing the trend 

1 ines, referred to in Ch~-pt er II. Tbe equation of 

tte Straight line is expressed as-{ = a + bx, ,_.,here 

a is the intercept on the Y axis and b is the slope 

of the line. Our task is to estimate the values of the 

parameters a and b for a line which satiffies the 

properties of best fit, that is 

i) the sum of all vertical deviation~ 1'rom it 

is zero, and 

11) the sum of squared vertical dev"tationf: or- cac}; 

)'J"i..nt from this line i~ the min-t_mur~. The data 

have been arranged in the follo1-.d.ng men n e!' : 



Year 

1968-69 

1969-70 

1986-87 
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• 

2 
y 

• • 
• • 

The values of a and bare found as following formulae 

b = 
n 

n 

a = 1 - n 

and these values a!'e fitt~ in the equation y = a + bx. 

ly finding dtfferent values the 1 tnes have been plotted· 

is the slope coefficient of lines. After 

that the va1 ue of correlation coefficient (r) has 

been found with the help of feJ.lo·,o~ing formula 

r = 

where n = n - Y and y = y - y 
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r can be both positive and neg~tive and so they 

have been !lquared. ·ro teft the significante of 

change students 't~ test has been applied. 

D·ifferent t values have been obser-ved on the 

basis of following formula. 

t = 

The significance of observed t values have been 

t e!:ted with the help of the ta 1:)1 e of e:xpected 

values oft at 5"' level for (n-2) degrees of 

freedom). 
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