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CHAPTER = I

INTRODUCTION




Economié‘development of a positive and steady
nature has been the consistent goal of almqst all the
countries since the Second world war. While economic
development for developed countries refers to reduced
unemployment and increase in the welfare of.the community
as a whole, it has a slightly different connotation for
developing economies. It has the additional objectives
of raising the standard of living of £he people-ami

reducing the rate of poverty and deprivation.

Pepple are both the end and means of economic
development. Economic development muSt be for thé s ake
of people; to provide them_yithva bette:,.fullér and
more Secure life. But, economic devélopmeht also depends

upon the people, on their capacity to produce more and

better,

Education is a key factor in Socio-economic developnent.
A rational educational system produces the 8killed and
trained personnel needed by the eéonomy and the society;
promotes science and technology and, even more important
a scienfific outlook. It increases the receptivity
of population to_mode:n_ideas_énd‘impfoved“techniques
and enlarges their mental horizon; stimulates creative

faculties; results in greater awareness of available



opportunities and mobility of labour.

In our present study the two terms, economic
growth and economic development are used'inter-changably
though there are fundamental differences between the
two. Economic development impliesS growth plus social
change and necessarily involves changes 1nAsociél
attitudes and insgitutiqns along with growth. Hence
economic déveldpmént enCOmpaseéﬁths concept of growth.

But, for our present study they are SynonymousS.

Many studies of ecomomic growth in advanced
countries confirm the imporfance of non-material inve-
stment. While investment in hﬁﬁan'beings haé been a g
major Source of growth in the advanced countries, the
~ negligesble ‘amount of human investment in underdeveloped
countries has done little to meet tﬁe challenge of
accelerated development. The characteristic of, "economic

backwardness" is still manifest in Several particular

forms:1 low labour efficiency, factor immobility,

limited Specialization in occupétions and in trade, a

1 Myint HLa, " An interprétation_of the Ecohomic

Backwardness", Oxford Economic Papers, June 1954,
PPe 133-—630 . ‘



deficient supply of enterpreneurship;.and customary valués
and traditional social institutions that m;;imises the
incentives for social and economic change. The Slow growth
in knowledge is an especialiy Severe restraint tolprogréés;
The economic quality of the population'remains Iow when
there is liéfle knovl edge of what natural réSOurces are

available, the alternative production teéhniques that
are possible.

Recent experience with'attqmpts to‘accumulate physical
capital at a rapid rate without a coﬁmenSu:ate_growth in
poor countries bears out the nécessity of‘dueIAttePtion
to human capital. If there is'underinvestment}in human
capital, the rate at which additional physical capital can
be productively utilised will be limited, 8incé technical,
professional and administrative people are needed to make
effective use of material capital. In many newly developed
countries the absorptive capacity fof‘phys;cai‘capital
has proved to be low because the extension of human capa-

bilities has failed to keep pace'with the accumulation of
physical capital.2

Therefore in order to understand the growth process

2  Horvat, B., " The Optimum Rate of Investment",

Economic Journal, Dec. 1958, pp. 751-3,




economists have tried to examine the relative importance
of investment in physical as weli human capital stock,
technical progress, changes in the size and quality of
labour force and other.factors.3 it_is aSSuméd_that
human capital changes in the size and quality of labour
force and the technical progress are positively influenced
by iﬁveStment in education. Often the two"terms human
capital investment and’edﬁéational 1nvé$tmenf are used
interchangeably. Henceforth in our analysis the use

of the word human capital would imply inVeStmentlin
education only. This is in hazmohy with the contention
of most researches that educational investment is an

investment in human resources.

But can thé rate of return on eduoational investment
be compared with the rate of return on investment in
Some other alternative uses? As yet no satisfactory
emperical procedures for anSwerihg these quéstiohs has |
been devised.ﬁl Secona;y, tha reaultg méterialise'aftef

a long time lag, which by definition requires a value

3 Hicks, N.L., "Education and Economic Growth®,
(ed.), Psacharopolous, George., Economics of
Education, Research and Studies, pergamon Press,
New York, 1987, p. 101.

-

4 Meir, G.M., “Investment in Human Capital-. Note",

Leading_Issues in_ Economic Development, Oxford
University Press, 1984, p. 612.




judgement. Thus it is difficult to estimate the impact

of educational investment precisely.

The importance of investment ¢n education depends
upon the”8£agé of developmenﬁﬁofithe economy. For examplé
a high rate of increaBo in the quality of inputs comes
at a fairly advanced stageﬂof development. .The industrial
revolution in Burope was not preceded by a marked
improvement in the knowledée and skills of the labour
force. But, the contributipn of education to American -
growth has been more pronounced inﬁthe,recent decades

while capital investment was important earlier.

The impact of education is not limitéd to manufacturing
output only. As men&ioned ea:lier it not only results
in a growth of national income but is an important instrument
of 8ocial change. Similarly, ihfusion_of new Skills
and knowledge in to the agrafian sector should be accorded
high priority. Growth in agficultufal output in Eecent
era has been due'td improved productivity and not arca
growth. In many countfiés including India the agficutturalwvw
transformation has been based pfedominantly upon new
8kills and useful knowledge required to develop é modern
agriculture. In India the diffusion of knowledge of the

seed fertil¥ser technology was the key to green revoiution.



Avareness and understanding of new férm practiCes
are linked to education. Berause of comparative dis-
advantage in educational attainments an illiterate or
semi-literate S8mall farmer may be less ﬁrepared to adopt
new techniques. However these disadvantages can be
reduced through expenditure 15 non-formal extension
education. So, the dbéorption of new tochniques and
innovation can be expedited through uide 8pread nON=

formal extension educatione.

Eeducation of farm people regérded as an investment
in human resources, is believed to contribute to farm
productivity and result in differential rate of diffusion
of technological change among farmS. So, Scﬁooiing .
of farmm people is quite important to the exercise of
entrepreneurial abilities, specially when production
- technology becomes modern. So, eXpehditure on educatioﬁ,

does have some impact on agricultural development;

Similarly education rids man from age old dogmas
and superstitutions. Thévneed for é small family is
better appreciated’by the educated than a supérsﬁ;tutions.
illiterate. Similarly, better health facilities are a
gift of medical education. Revolutionary inventions in

the medical field and the spread of this newly acquired



knowledge has le@ to low death and infant mortality

rates,

From the foregoing discussion 1t'1s cléar that
investment in human capital i8 essential for economic
and social progress. ©Secondly, the demand for investment
in education goes up with economiq development. In a
higher phase of development the demang‘fof improved
inputs including 8killed labour is more. 8O, in a
developed economy human capital investment is a vchicle
of rapid progress. But, in case of developing economics
heavy investment in education with out a commensurate
increase in the absorptive caéaéity Of’the echcmyvmake8
frustration and disolocét#bn‘inevitablc. Some economib ta
criticise the ex£e681ve system of-higher education in the
developing nations, They contend that the effective
- demand for educated manpower in tﬁese economies is very
low and it takes years to raisc the absorptive capacity )
of the economy and hence investment in education ﬁay reﬁult

in unemploymgnt‘and frustration instead of progtésa.

Policy makers a8 well as administrators in developing

economies are beseiged with another set of question.
ReSources being S8carce educational outlays compete for

resources that have an alternative use in directly



productivity activities. S0, it is essential to deter.
mine what _pfopottion of national incame should go to
education. And secondly, within the educational syst_em
itself, it is necessary to establish priorities for
different levels and forms of education. while vocational
and technical training and a;mlt education rather than

a greatly expanded system of_fotﬁai education is-more -
helpful from the standpoint of imediateléccérelated
development. A distortion of priorities may negate all
our previous discussions about the benef;pial effects

of educational' expenditure on emn&nic development. 8o,
wa can conclude that what is true for developed economies

regarding investment in human capital may not be true for

developing economies.

However, the Indian planners as well as reéou;:ce
- administrators also realized the impertance of expenditure

in education. This has found expression in many ﬁolicy-

documents.

The Report of Education Commission of _1964.66 Sayss

Swhile the development of phySical réSOu:ces
is a means to an end, that of human resources .

is an end in itself, and without it even the



adequate development of physical resources is
not possible. The reaiization of country's
aspirations involves change in the knowledge,
skills, interesté'and values of the peopleZQS':
a whole. This is basic to every programme‘
of Soclal and economic beﬁtermeht of which
India stands in need. If this ‘change on a
grant scale’ is to be achieved %ithoﬁt'
violent revolution (and e@én for that it
would be necessary) there is one instrument.
and one instruMent’only that éan'be uSéd;

Education®. (Education Commission 1964.66).

Thus our aim is to analyse the growth of expenditure

of education in real terms and to find out its impact

on economic development in case of the 15 major Indian
states, India is an agglomefation of a few relativelf
poor and not So poor States. Our main emphasis i3 ¢o
Study the growth of educational expenditure of the poor
States visaa-vislﬁhe relativéIYﬁ:ich Staﬁéé'ahd'tﬁeir
impact on develoﬁment. our aim is to fin¢-out»whe§her

the Indian experience is in harmony with the discussion

we had earlier. It is worth mentioning again that returns

to educational investment are very difficult to quantify
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and shows results after a long ﬁime lag. Needless to add

our analysis also suffers from many limitations, on these

counts,

Methodology: | |

Our aim i8s two fold. Firstly, w8 propoSe to study
the growth of educational expenditure during a particular
time period. and sgcondly, to»Sgudy the péssible impact
that the éipénditute has 6n_ecoﬁémiévdevelopmen£ 6f'a‘
future time period..

Firstly, for growth of educatiocnal expéﬁditure our
analysis covers the time period of 1968-69 to 1977-78
i.e. a period’of ten yeas. Ue have divided the whole .
time period of ten years 1ﬁ‘€o twb time periods, First

time period refers to (1968-73) and the second timé

‘period is (1973.78).

We have used the average per‘caéita SIP of five
years corresponding to the pérﬁicular timé period to
club the 15 states into three differentvcategories of
states. They are (1) high income states (ii) mid-income
states (iii) low-income states, .Badh catégofy consists
of five states. Punjab, Haryana, Gujarat, Maharashtra

and West Bengal fall in the first category i.e. high
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income states of groﬁp A. Andhra Pradesh, Tamil Nadu,
Kerala, Karnataka and Raja#thanvare in the seeond.éategoryv
of group B. The low-income states of group C are Assam,
U.P., MeP., Orissa and Bihar., Due to relative stability
of the ranks of various Sstates écCording to pek:capita

income, there has not been any inter~-group movement.

The per cépita educétional éxpeﬁditurévﬁhiéﬁ ére
arrived at by dividing the to§§1 edﬁcational expenditure
by total population are then SUmmed*up in each category
of states during both the time periods;"Then'they'are-
divided by 5 to find out simple average per capita
expenditure in each:State énd in each catégory of states
during the first and second time periods. In this way
we can know the educaticnal expenditure in per capita

terms during each time period of each-ﬁéate and @ifferent
 categories of states by different levels of education.
Thus, we can find out the educétional effort of poor
income states vis.a-vis the high income states and mide
income states. This would alSo enable us to study the
regional disparities ip'educaéibnal éxpenditure; |

So far a8 the growth of educational expenditure is
concerned we have used percentage deviation method from

average to find out relative position of different states
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and different categories of states., From those figures,
we can find out the educational effort of different states
and groups of states during both the time periods.

We have also computed annual average growth rate for ‘
each time period and growth rate of 2nd time period (1973-78)
over the Ist time period (1968-73) to find out vhether
there is an increase in expenditure in the 2nd peziad over
the 1Ist period or'not ? |

AB we know the formula for simple growth rate of

expenditure 1S -

Change in}expenditure:k

Original expenditure 100

For an example, if we ére»inferested to know about
the growth of per capita educational expenditure during
1969-70 over 1968-69, then the formula would be -

Expenditure {1969.70) - expenditure (1968-69) X 100
expenditure 1968-69) '

In this way we can find out the growth rate of

expenditure in each year. Annual average growth rate is
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then found out by Summing up ali_ths growth rates during
the first time period and then dividing it by 4. Similarly,

we can find out the annual average growth rate for 2nd

time period also.

Similarly, the formula for growth rate of 2nd period
over the first period i8 -

Average per capita expenditure. (1973-78)-
Average per capita expenditure, (1968-73)

Average per capita expenditure, (1968 -T X 100

r

Like this we have computed the growth rate for each
state and each groups of states in each 4 major levels of
education ‘hamely - Elementary, Secondary, University abd
higher education, and Technical education, alongwith total
educational expenditure. - |

For each level of education we have worked out the
per capita expenditure. This would make the data more

comparable across the states and also among different

levels of education.

In order to show a real increase in the educational
expenditure or growth of expenditure, during both'thﬁ

time periods, we have converted the expenditure data in
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current prices to constant (1960-61) prices. This is

done by using the purchasing power of rupee for different

years starting from 1968-69 to 1977-78. —

Por an example , in 1960-61, the purchésing power
of 1 rupee was = 100 units. But in 1977-78 it has come
down to 32 units. In.order to get the.value of 1 rupee
in 1977-78 in terms of the purchasing power of.196096i,
(in which 1 rupee = 100 units) we have to multiply the

correSponding figure of expenditure of 1977.78 with .32
( 32 '

700 32)  In this way, we have converted the expenditure
during the whole time period in to 1960-61 prices.

One point which shoﬁld be notedvis that, we have
categorised the states in 2nd period according to per
capita net SIP of (1973-78). We find that in mid-income
category there i1s a slight chang2 in the rank of different
states. There is also a slight change in the rank of
states in the low-income category. But Since they have
remained in the same group or categorf'dﬁxing both the
periods we have encountered no problem in:explaining
the growth of expenditure. So, the above methods are

used to show the real growth of expenditure.

At the second level of our analysis, we discuss the
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impact of expenditure on economic development. - In any
modern capitalist economy, or with a mixed economia
system of production investment plays a pivotal role in
promoting ecbnomic development. So, the educational

expenditure is one of the means and economic development
is the end.

For economic development we have taken sSome of the
important economic indicators like - (1) state doﬁestic
product (ii) agricultural production (1ii) industrial
production. We have also takeﬂ some of the important
social indicstors like (1) literacy rate (ii) birth rates

(iii) death rates ahd (iv) infant mortality rates.

As we know that the effects of educational expenditure
on economic development take several years to materiaiiée.
Therefore we have taken a lag of ten yearS to show the
possible impact. So, the deyelbpment indicators relate
to year (1978-88) in out analysis.

Again the whble time period of ten years is divided
in ﬁo-two time pericds i.e. (1978;83)‘and (1983-88) .
Educational expenditure during (1968-73)‘w111.be related
to growth rates of SDP, Agriculture and industry during
the time period of (1978-83). Similarly, we have linked
the expenditure of (1973-78) with the growth indicators
of (1983-88).
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Educational expenditure is alSo linked with levels
of development indiéators, S50, we have linked the
expenditure during (1968-73) with the 1evelé of develop-
ment during (1982-83) and the expenditure of (1973-78)
with the levels of development of (1987-88). In this
case we have taken the absolute figures and not.th;

growth percentages.

In case of literacy rate we have taken a lag of

3 years. We have used the litéracy_rate of j981 ¢ensﬁs

for this purpose. Similarly we have linked thé educational
expenditure during (1968-78) with thé birth, death and
infant morality figures of 1987. It can be assumed with
reasonable accuracy that literacy rates can be altered

in a relatively shorter time span which in turn affects
birth, death and infant mortwity ratgg'after a tiﬁe'lag

of another few years.

However, the entire analysis is done through the
bivariate cro8s section regreSsion analysis by_using

the data for 15 major Indian States.

In our analysis educational expenditure is the

independent/explan atory variable, where as_levels and
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growth of SDP, Agriculture and industry are the
dependent variables among the economic indicators.
Literacy rate, birth, death and infant mortality

rates are the dependent variabiesvamongysocial indi-

catorse.

We have taken all the dependent variables of
econamic indicators in currentfprices. In order to
balance it, we. have also takén~thenindepéndent'vafiéble
i.e; educational expenditure}in'cur;fnt prices. Since
comparision is possible only among variables of same
units we have taken current priceé both forfdependént

and independent variables in case of economic indicators.

But, the 8ocial indicators like literacy rate,

~ birth, death and infant mortality rateé are real figures
and are not in monetafy units it is imperativelthat

the independent variable i.e. educational -expenditure
be in constant (1960-61) prices;

The regreSsion equations are in the form w
1. yAt =mx + C or,
Y, (1978-83) ='§ X (1968=1973) + C seaees(d)

where, y,, = SDP annual average growth rate in

current prices for the first time period. -
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X = total educational expenditure during

(1968=73) »

Similarly for the 2nd period we have another simple

regreSsion equation -

2.

3.

4.

YA (1983-88) = P‘X (1973-78) + C ooo-oo'o(ii)

For the growth rate of contribution of agriculture
to national income we have two different sets of

equation for two time periods -

Yg (1978-83) = B X (1968-73) +C eeeeees(iil)
Yp (1983-88) = B x (1973-88) + C c.usses(div)

SihilarlyAthe equations for industrial development

indicators are =

Yo (1978-83) = B X (1968-73) +C eeuessa(V)

Now coming to levels of development the equations

relating to SDP are -

YA (1982—83) = P X (1968-73) + Cv“qoooooo(Vii) )
YA (1987-88) = P X (1973278) + C eeceeeo(viii)
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Similarly the equations relating to Agriculture =

Y, (1982-83) = B % (1968=73) + C ceecsen (1x)
YB (1987-88) = P X (1973-88) + C osecence (X)

The equations relating. to industfy,-

Y, (1987-88) = B X (1973-78) +C aeeeens (xii)

The equations for literacy rate are -

YD SP X (1968-78) + C .o.‘oooo (Xiii)

where YD refers to the literacy ratio of the

Study during 1981.

The equations relating to birth rate is -
YE = F x (1968-78) + C oes 0o (XiV)

B
during 1987.

where Y_ refers to the birth rates of the states

The equation for death‘rate -

YF = P X (1968-78) + C secccce (XV)
where IP refers to the death rates of the states
during 1987. -
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10« The equation for infant mortality rate 1S =

YGQP X (1968—78) + C oo‘ooooo(xv.i)
Y; refers to inZant mortality rates of the states
during 1987. |

From the regression analysis we élso get the
correlation coefficient values. While corf/elation
coefficient tells about the natu:e_df relationship
between independent and dependent_§ariab138, regression ’
coefficient Shows the degree of relationship in a
cause and ef%ect mamner. We have ‘also tested the various

hypothesis with the help of 't' test.

While in case of economic indicators like sI®,
Agriculture and industry, a positive and,high regression
éoefficient and correlation coefficient indicates that a
" higher educstional expenditure indeed is aSsociated with
high growth and levels of development, a negati&e ]
coefficient ihdiéétes that edﬁCatiohal_expehditure has
been a drag on the growth procéés; 'The'interpfététions
would be 8ame in c@8e of literacy rate as positivg va;ues
of coefficients would ;;ply a direct relatiqnsﬁip between
literacy ratio and educational’expendituﬁe,- ﬁut,in case
of birth, death and infant mortality rate§xa negative

coefficient indicates that higher educational expenditure
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is associsted with a declining birth, death and infant
mortality rates. And hence it 15 a welcome feature.

on the other hand, a positive coefficient implies a
negative impact on bi:th. deathvand infant mortality
rates. In this way the above methods are used to show
the possible effects of educatienal investment on economic

development of a future period.

However, before concluding the methodology portion,,fi;Eﬁ\;f

some of the important points should be kept.in mind

regarding the educational expenditure.

1« The total educational expenditures (direct + indirect)
are either incurred by different states or union
territories and it does not include the expenditure

incurred by the centre.

Since we are concerned with educational
expenditure and its impact on economic development
in 15 states, educational expenditure in our
study refefé to e;tpénditiife,‘ 1ncutréd‘.‘by ﬁh’ese .étates
alone and excludes the expenditure incurred by union
territories aaywell as the centre.

2., Secondly, the expenditure which we have analysed
DISS '
DISS
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refers to the expenditure on revenue account only

and hence excludes expenditure on capital account.

3. Again expenditure on revenue account is incurred

by two types of agencies namely -

a) Central Ministry of BEducation and the State

Education Dspartment.
b) Secondly, by the ‘other departments'.

We have taken the expenditure incurred by the
education department a8 well as the other departments

in our analysis,

Limitations of the Studys

1 Per capita net 8tate domestic product as well_ as
other indicators of economic and " social development
depends on many facggré. Ed@cation. is only one of
them. So, the bivariate regreSsion analysis
suffers from this inherent defect that it links
development indicators only with the educational
expenditure. However, we have concentrated more
on the correlation coeffléie'n'_ts.' In otherﬁdrdé,
we are more interested to know the naﬁure of

relationship that exists between the independent
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and dependent variable rather than the precise

degree of it.

We have excluded expenditure incurred by the
central government on educaéion. This is a

limitation of our 8tudy.

We have excluded expenditure incurred in capital

account by the States. This is certainly another
limitation.

Data BaSes

Te

2.

3.

The per capita net state daméstic product
(at current prices) figures'are collected
from the SDP esStimates prepared by the central

statistical organisatione.

The per capita budgeted expenditure on education
and educational expenditure as a percentage of
total revenue bedget during the period 196061

are collected from °*Education in India‘, published
by Ministry of Bducation, Education Department,
Government of India, 1960-61.

Similarly, the per capita expenditure on education
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and educational expenditure aS-aipercenﬁage of
total revenue budget during 1985-86 are collected
from ‘Economic Information Year Book', 198889
A.N., Agrawal, R.C. Gupta énd H.0. Vama, published

by National Publishing House, New Delhi, 1986.

The actual per capita total educational expenditure,
the actual per capita expenditure on'elementary,
Secondary, university and higher education and on
technical education are computed)oﬁ-the basis of
data collected from ‘Trends of/Expenditure on
Education®, 1968-69 to 1978-79, a publication

of Ministry of Education, Govermment of India,
1983 and Censusfpublicatidns.

In order to convert the educational e#penditure
during (1968.78) to 1960-61 prices, we have used
pufchasing power of rupee_of}differenerears,
which i8 collected from *Economic Informétion
Year Book' 198889, by’A;K; Agrawal, R.C. Gupta B
and H.O0. Varma,.publisﬁed by National"Publishinq
House, New Delhi_. 1986, '

The population figures which are used to arrive
at per capita educational expenditure figures are
collected from Census Publications and from
Reserve Bank of India‘s Anhual Publication on

“currency and Finance®.
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Te The SIP, the contribution of agriculture to
national income, the contribution of industry
to national income are collected from SDP'
estimates of National Accounts Statistics prepared

by Central Statistical Organisation,

—

8. The birth rates, deaih rates and infant mortality
rates for all the 15 states for 1987 are collected

from Registrar General of India; Provisional Data
for 1987, SRS.

Scheme of Studys

In Chapter-I, we have discussed about economic
development and the rble of education as an investment
and the relatiqnship between £h3 twb. It dwells in
detail abgut the experience of developed as ‘well as
developing nations. It discusges the importéncé of

human capital viS-a-vis physical capital and its impact

on econcmic development.

It also includes portions Qn‘methodology and data

base -~ . It also gives an account of the limitations
of the analysis.

In Chapter-II, we discuss in detail about the financin
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of educational system in India. Although we have tried
to show financing of education during British period. our
main emphasis is on its finanéing in post-independence

era. The different sources of financing this expenditure

are also discussed.

-

In Chapter-III, we deal wii:b the growth of educational |
expenditure in real terms during ('1968-'-78') in the “fifte;h
major states of India. The edp‘.ca‘f:ionalv ef‘fort of various
states and categories of states are ‘an_élysed in each level
of education.. It r}eflvectsméhe perfomahcé_r of the.poor |
income states vis-a-vis the high income states and the
mid-income states. More precisely the regional ciiSparities

in growth and levels of educational expenditure are
discussed in this chagpter,

Chapter-1IV, analyses a m;mber of regression equations
with a view to analyse the impéclt of growth of e:c;;éndiﬁnre
on economic development. It also tries to find out
whether Indian experience confirmsS the traditional view
about the §08iti§'e imb_‘aét of éciu'c‘a"tional "expendituré on

economic development or, not.

And finally, Chapter-V discusses the findings of each
chapter and gives s8ome concluding remarks about the growth

of educational expenditure and its impact on economic

development,

~



CHAPTER - II

o

FINANCING OF EDUCATION IN INDIA, SOME ASPECTS
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We beging by noting the very basic fact thot finance
needdd to run the education System can not be considered
in isolation, for it is an 1mportant part of aggregate
public expenditure, which is a crucial economic variable.
If public expenditure is allowed to grow, it is probable
that money Spent on education will also-rise and the

converse is also true,

Financing of educationain-India‘deals with the
mobilisation of resources for education and also with
the pattern and processes of reaou:oe allocation among

different 8ectors of the educational system.

While discuSsing the financing of education, the
patterﬁ of educational finance has to be understoodvin
the context of the federal Structure of the Indian
economy and therefore, in terms of the division of res.
ponsibility between the Central and State government.
It i8 also important to know about the various Sources

of educational finance ond types of educational expenditure. .

The issues relating to the finoncing of education
are looked st by dividing the time period of our analysis
in to two parts. The British period and the postuindependence
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era., But our main emphasis is on the post-independence

a@rae

Financing of education involves consideration of
resources which are of mainly two types;'(i):human_and
physical capitsl r686urce8 and (ii) financial resources.
Since human reSource i8 concerned with skilled maﬁpower
and qualified personnel which are required for various
productive purposeSche English rulers wanted to create
a class of skilled manpower, Indian_iﬁ'biood and colour
but English in tastes and intelect. They exploited them
in order to fulfill their own needs, Althoﬁgh the demahd
for western education gradually'increased émong ﬁhe
Indian people, it arose infact as a response to the demand
from the English rulers So, the British rulers demanded
the skilled personnel and simultaneously they were respon-
sible for the provision of western.education. Mostly the
British govermnment wanted to smploy the Indian skilled

manpower for the white collar jobs in the govermment

of fices.

Thus, baécause of this employment opportunity mostly

in the government S8ervices (and also in British owned
companies), enhancing family income and standard of

living the Indian people began to be attracted to secondary
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education. Later on people sought higher educatidn'in
order to get higher post of greater respoasibilities that

were available then for Indianse

Eventually, the need of personnel with industrial
training was set by the British government;'particularly
during the first world war. This attracted the people

towards technological and vocational studies. . -

The desire of high official posts for their sons
in the Indian and Provincial Civil Services, by the parents
of mid-income and high-income families increased ﬁhe
demand for higher education.

Indian people gfadually became more and more
interested in the fieid of law educatioﬁ. Becuase thsy
saw the chances of getting jobs in that field also./ A
a result of which it led to an increased demand for law

education and finally to the estsblishment and expansion
of law institutions.

Similarly there was}anw;ncreased demand fér education

in the field of medicine and also 1n'Enginéering.

Moreover, the Indian leaders demanded more higher

education to produce the necessary leaders. Their
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nationalist sentiment which was favouring new industries
in the country and, an increased demand for technical
education was nothing but to enable the economic basis
of political independence to be secured;

However, according to the Bducational Despatch of

1854 the purpose was to "teach the natives of India the

marvellous results of the employment of 1abour and capital. |

rouse them to emulate us in the.develOpment of the vast
resources of their country and'gradﬁéily confer upon them
all the advantages which éééompany'the hé§l;hy increase
of wealth and commerce; and at the same time Secure to

us a larger and more certain Supply of mahy_artiéles
necessary for our manufacturers and extensively consumed
by all class of our population, as well as an almost

inexhaustable demand for the produce: of British labour®. 5

Thus, British rulers provided the western education
and as a result of which the Indian peOplé as prbduqtiva

agents supplied and produced the products wanted by the
English rulers. ‘

Education at that time remained no more dependent

e

5 A8 quoted in Misra. A., The Financing of Indian

Education, Asia Publishing House, Bombay, . 19?’7’7
p. 176.
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on the religious institutions or the sweet will of the
monarch. State assistance to education beéame most
important which providqd statutory and a Stable maintenance
for education. Tuition fees bécame»thé-second m08£
important source of educational finance. The resources

for educational expenditure‘during the British period

were (1) State revenue (ii) student fees (1i1i) Taxes on
public, (iv) Local bodies and (v) other s6urées.

The Chartef Act 6f 1813 contained the first legis-
lative admission of the right of education in India to .
partiéipate in the publié revenues, Thevresponsibility
shifted to provinces with the_introdﬁction of decentra-
liSation of admidstration in 1871. However, the;e was
an increase in bothvcentrai and provincial grants to
education, - Although_thelstate revenués declined due
to the little monetary power in the hands of Indian
Minister, it was the provincial aﬁtonpmy'of 1937 which
granted the power to indian Mihisters to handle the'purse

which led to an acceleration in educational expenditure.

The second important source of educational finance
was the imposition of fees from students which served
two desired purpoSes.(i) It helped filteration theory

of educating a class only (ii) and also incrqa§ed the
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revenues for education. It was the governmeht of Bengal.
in 1844 made the payment of f ees as compulsory, which was
followed by Bombay presidency. P;nally, the educational

degpatch of 1854 made the payment of fees a condition for

grants.in-aid to Schools. Thus tuition fees became an

important source and began to be charged in adl institutions.

Lack of funds for the dévelOpment'and improvement
of educational system led to the imposition of taxss on
public during the British perion o -

So far as the local bodies are concerned,‘qP:ing -
the British period it became‘necéssary to heet the deficit
from local taxation by developing.the institution of
local;sélf-govt as the provincial govetnment could not
finance the education 5ystéh properly. 'The,locél.bodies
which are called muncipalities in urban areas armd rural or
local board funds in rural areas were responsible for
financing education. The most important educational duty
of local bodies was to improve and to expand the primary

education in the country as declared by the Indian Bducation
Commission in 1882.

Under the heading of other Scurces, the state fees
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and local bodies were grouped together. The contribution
from people declined drastically a8 (i) the government

took over the responsibility fully and declared education
as being secular or ungodly. thereby removiﬁg'it from the

clutches of clergye.

14142 After analysing briefly about the different possible
sources of educational finances, during.ﬁhe Britiéh period;
new the question arises what is the bas;s for all these
finances for education at all ? This cén be answered if
we go through the different objectS of educational expen.

diture both during the British period and the p08t~independehcé

erae

The eﬁpenditure on,educatiéﬁ.can be broédly élassified' 
in to two types, namely, (i) direct and (ii) iﬁdirect. |
The 'direct' expenditure refers to the operational cost’
of instruction at various Stages of educaélon nameiy
primary, Secondary, higher and”profeSsional_énd technical
education. The ‘indirect'"expenditure refers to the
outlays on buildings, furniture equipment, educational
administrafion and scholarships.  The universities were
previously examining bodies only.  But Qhen'they assumed

teaching and research functions and examinations began

to be looked upon as a part of instruction the expenditure
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on universities began to be classifed as direct expenditure
from the year 1937-38. Same thing happeped'f:omfthéfboards R

of intermediate and secondary education.

Direct Objects During the British Period.

Primary Educations
It continued to be neglected till 1854 when educati9nal‘
Despatch desired this education to be SuperviSed by the

government. The finance matter was looked after by the

Revenue Authorities.

Secondary Educations

Although some English schools were started by the
missjionaries the actual graded system of education was
introduced after 1854. TheSe schoolS were financed either

by the government fully or by private bodies with grante

in-aid from the government.

Higher Educations

The beginning‘of higher education in India was with
the esﬁablishment of first inStitutioh.of Anglo-Sanskrit
College at Calcutta in 18iéQ But a 8eri§u8 action was
taken for the establishment of three major universities

at Calcutta, Bombay and Madras in 1857. There weré 4
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universities and 67 colleges with 6 thousands students in
1881-82 which considerably increased td 21 universities and
496 colleges with nearly 2 lakhs of Student in the last

year of British rule in Indla. S

Professional and Technical Educations

So far as the professional éndvteéhnical education
is concerned the British rulers were respénSible for the
develépﬁent of this level of eduCatibn, Engineering,
industrial, agriculture and arts schOQIS'Qare‘8£arted at
the end of the nineteenth century. 'By the end of British
rule in India there were 16 law colleges, with 9 thousand -
students, 30 medical and veterinary colleges with 9.5
thousand students, 24 colleges of engingering and technology
with 5.7 thousand students and 19 inStiﬁutions of agriculture
with 1.5 thouSand students.

After analysing briefly the educational finances
during the British time, it is necessary to throw 8ome

light in to the post.independence era for which we, are

. interested in.

Sources of educational finance continued to be the _
Same as in the pre-independence pericd. The various posSsible
sources of educational finances in India after the indepen-

dence can be clasgified ass-

~

6 Tilak, J«B.Ge, Education Finances in India
NIEPA, New Delhi, 1985,
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1. The Public Sector :
a) Central Government
b) State Govermment | g

c) Local Govermment/Bodies (Zila Parishads,
Muncipalities and Panchayats).

2. The Private Sector s

a) Students/Parents, e.g. Fees/Maintenance Costs.

b) Endowments and Donations,

¢) Other sources including fbreign'aid.]

1) Central Governments

The central gdverhment appointed a commission for
university education in 1948 and another for Sécondéry
education in 1952. This was Supplemerited by a dom&ittee
to suggest ways and means of financing education in 1949.
Indian universities started récéiving finaﬁces‘asgrants“from
central government. Students received scholarships for
training and research in physiici:‘al and applied sciences.

The University Grants Commission was éstabliSﬁed in 1953

in order to maintain high academic sfandardé amd to allocate
grants. Apart from this the central govermment gave
proportional or matching grants and sometime financed the
entire cost of some educational projects and Schemes in
various state. It alSo maintained its own educational
institution® and looked after education in the union

territories.



ii) State Govermments

After India freed itself from the colonial yoke
the responsibility of education lay with the state gove-
rmment, it being part of the'stete l1ist, The State
govemments were interesfed in reconstructihg eﬁe.expanAiné
variocus sectors of education and initiating new programmes.
After 1976, both the centre and the State Shouldered the
responsibility of education consequent ﬁponeits inclusion

in the concurrent list.

Qifferent states depending upon their resource
endowment, priorities in development. pepulation, size
and various other socio-economic factéré'ﬁpend different
amounts on education. A rich state iS normally expected
to spend more than a peor State‘on education. &8imilarly
a highly literate atate where the demand for expenditure
on education is more than a State with low literacy rate
will keep aside mbre for‘educefidhél expenditureQ Let
us now'anelyse whether the Indian experience confirms
this or not. This would also enable us to enalyse the o
'regionel variations in educational expenditure. The Tab&e 2;1-/. “
Table 2.2 best illustrates ﬁhe point and depicts the B

inter-state variation, ' , .

From the table it is clear that the high income states
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like Punjab, Maharashtra, Gujarat, West Bengal have

spent more during 1960-61 on education in per capita
terms. Where as the poor States like Bihar, M.P.,

Orissa and U.P., have spentrlittle by the same yardstick;
poor States are far below the national average. The
situation remains the same in 1985—86. Thi; is also
reflected from the fact that the poor income States on

an average have Spent much less thén the high income
states as well the All India average-during both 1960-61
as well as 1585-86. The mid-income:StateS'have spent
more than the all India average during both 1960-61 and
1985-86., Of course this is understandableiSinCe the
capacity to spend of poor 8states is definitely low in
comparision to the high income States. 5o the %age of
budget allocated to education is a better indicator of
educational efforts by the fifteen major states. But,

it has been found that while the allocation in éducation
of scme poor Staﬁeé is less than the all India average

in percerntage tems (%age of budgét expenditure“oh“
education, to total ) during 1960-61, it is not so during
1985.86. Some of the poorestmétates like B;har haveb
allocated a bigger proportion of their_budget-to education
than many high income states in 1985-86. That is sighi-

ficantly higher than the all India average too. Even



39

Orissa, Assam and U.P. are very close to the all India
average. But many high income states are significantly
below the all India average. But.in 1960-61 most of the
rich states had allocated a greater proportion of their
budget to education than the poor‘stafeS. During 1560—61
Maharashtra and Kerala were Ist and 2nd respectively in

per capita, expenditure temms as well as in,%agewtetms

(%age of Revenue budget allocated to.educétion) During
1995-86 Kerala has spent the maximum in per quita terﬁs

a8 well a8 in percentage}te;@s. Nowonder it hésvthe highest
literacy rate. It has ailocated mote'than_30% of its budget
during both the years. However, the states on an average

are allocating around 20% of their budget to education.

The poor Statés as a group have gllgcated less in
both the years, though the gap has declined in 1985.86.
while the poor income states as a group were below the -
all India average in %age terms in 1960-61, in 1985.86
they are equal to the all India figure.

Another indicator which reflecgs the state effort
is the per capité expenditure on education as a %agé
of per capita SIP. Kerala again tops the list both
duriné 1960-61 a8 well as 1985-86. The efforts of poor
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TABLE 2, 1 3 EDUCAT IONAL EFFORTS BY THE STATES IN INDIA

(1960-61) |
States Per Capita Per Capita BEducational Educational
SDP Budgeted Expe a8 - Exp. a8
%age of SDP %age of total
(Rev) Budget.
Maharashtra 409 12.4 3.0 25,2 '
West Bengal 390 9.8 2.5 37.1
AS sam 382 706 200 2191
Punjab 366 9.3 2.5 . 20.6
Gujarat 362 . 9.2 -2e5 T 23.4

- g e .-.-.-.-.-.-.-Q-.-.-Q-.-.-.ﬁ'.-.’.-.’.-.-.-.-.-.“.-.-.-..‘.’..’-'

GROUPs A - 9070 . 2.5 2505

S PWB PN P PR P PP PWMOM P YW IWPWPW PV G PN (W QER (T PP P ET QI P YU QU P QIS QI QW QP g

Tamil Nadu 334 9.4 2.8 23,3
Karnataka 296 75 2.5 — 2102
Rajasthan 284 6.3 . 2.2 24,5
Andhra Pradesh 275 741 2.6 23,2
Kerala 259 115 4.4 36.0 ’

D GgEr QguED CUS QEP QUP JER QUD QP QUER QED QTS GER QUD GNP gD PV g g e gmm gun o™ o G g g U QB Qin g W g im o
GlOUP: B - : 804 209 ' 25.6

B gur g S QI P P W g omom L XY L NYX NL NI NI NI NI NI NY WY ¥Y Wy 3 .‘ OUD O pgan g g § g ¢

Uttar Pradesh 252 504 241  14.5
Madhya Pradesh 252 642 2.5 24,2
Orissa 217 463 2.0 12.8
Bihar 215 4.9 - 243 18.9
G QUD G P PED PUR PGB PEP G PW PW PW N CED ¢ == us QUED QP QU QD T OED Gub GUD OER D PID P Quon Pan gD
GROUPs C - 5.2 202 17 .6
.A.fl..I.rl.d.i‘a.-.- o 3.2%- o g ga» o .7,:-8.- oW gaEp pus '2.'.4. LA L N A N1 N1 _NL.J 0.. Qwn Qe gap QO

- G P G P DB PG PE G P ST G0 P G G W G0 S PG P G PV I W PD PGB P NN O B I DO ® s 4
Source s Col, (1) is collected from National Account
Statistics, State Domestic Product, C.S.0
Col. (2) and (4) are collected from Education
in India (1960-61), Ministry of Education,
Education Dopt., Government of India.’
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TABLE 3 2.2 3 EDUCATIONAL EFFORTS BY THE STATE IN INDIA

(1985-86)
States ' Per Capita Per Capita Educational Educational
: s Budgeted exp. on exp. as %ags
exp, on education of Total (Rev)
education a %age of Budget
SOP. it

Punjab 4416 14642 343 20.8
Haryana 3669 199.9 Se4 172
Maharashtra 3430 12045 3.5 1647

Hest Bengal 2813 97 .3 3.5 - 22,8

Gujarat 2772 14762 53 v 24.1

GROUPs A - 14242 8.2 20.3
..‘.-.'.-.-.-.-.-.-.-.‘..-.n.-.-.-".-.__.‘.—.‘.-.-.‘."-'-.‘.-"‘.ﬂ
Tamil Nadu 2353 . 10Be4d 4.6 20.0

Kerala 2287 148 .4 6.5 3060

Andhra Pradesh 2184 1011 4.6 - 18.8
Karanataka 2136 109.3 5¢1 1847
Rajasthan 2043 99¢1 . 4.9 2540
—.-.-.-gn.,._..‘.-.‘.-.a-‘—.-.-o-t—.—.no-o-‘-.!.o-ocodoaoogn.-.o.Q‘.
movp' B 5 e g -.-!1§:3—0o0—0-§:1-0—.no-o‘.—o--gg‘:éo-onu.o-
ASsam 2017 99.7 4.9 2246

Uttar Pradesh 1988 64.3 3.2 19.4

Madhya Pradesh 1988 82.2 4.1 15.7

Orissa 1628 767 4.7 18.5

Bihar 1548 64.3 4.2 24,3
aaﬁ;;-é-.-.-'-.-.’-.'..-,-.-.;';':i-.-.‘-.O'.i":é‘.“-‘t"..-.-.l-z.a:';._.".‘..'.
All India 2735 1004 3.7 201

XL LT X XL XY REL A NI NA NI XL XL AL N AL NI NI XA SL L AL B XL B N XL NI NI NYX EXT XY J ’

Source s Col (1) is collected from National Account
Statistics, State Domestic Product, C.5.0
Col (2} and (4) are from Economic Information
Year Book 198889, Agrawal, A.N., Gupta R.Cs
and Varma, H.O., National Publishing Hougsa,
New DelHi, 1986. - S SN
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income states as a group studied throu‘gh‘ £hi,s indicator
also reflects that they are below the high income states

in 1960-61. But in 1985-86 they are equal to the high

income states.

It is also true that most of the mid-income states
like Karnataka, Tamil Nadu, Rajasthan have a better regord
in this regard. So the second indicator confims the

result of the first one.

To sum up‘ édﬁcatibnal eff_orlzrtidf dif ferent Si:ates
have been studied through the two indicators i.e. per
capita expenditure on education as a %age of per capita
SDP. Second one is the Budgeted expeﬁditufe on education
as %age of Total (Revenua) Sudget.

The main findings ares
1. The educational effort of Kerala is the best

among all the 15 major states both _during 1960«61

and 1985-86. Nowonder;.it has the higheat

literacy rate.

2. Punjab though one of the richQSt States has not
spent enough ori education. Expenditure as a %age
of Revenue budget is less than the all India/average
both during 1960-61 and 1985.86. As a Hage of

SDP it is below the all India av_eragle.,iﬁ -»1'-9‘8-.5-86 .
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3. The efforts of poor income states is’ﬁ;low the
other two groups of states both during 1960-61
and 1985-86. This is reflected by both the
indicators. But their effort is better in
1985-86; Their effort is almost at par with the
high income statesS., AS a proportion of SIP

they are at par with the high income states.

4, The mid-income states have a better track record
in this regard.

S. So, the educational efforts of all the staﬁes/
have changed'for the better in 1985.86, as
moSt of the states are spending a'greater'propo- -
rtion of their SIP on education than in 1960-61.

The all India figure was 3.7 in 1985-86 while

it was 2.4 in 1960-61., But, in terms.of‘expenditure
as a proportion of total revenué budéét the situation
has changed for the wrose from 22.5% to 20¢1%.

Poor income states are spending more through both

the indicators in 1985-86 and thereby closing

the gap between different'group§ of states.

iii) Local Governmentss

This 80urce‘which'includes muncipal and panchayat

boards, is also an important one among others. Although
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there 1S no uniform policy of alldcating funds for
education and although different rules ar€ prevalent
in different states, the munc}palities are primarily
responsible for expansion and improvement of primary
education. But at the samenﬁime they spend s&méti@e
on secondary education also. So far a8 the recent
data 18 concerned, which is given in the Table 2.3
which shows that the proportional share sShoulder by
the muncipalities has been steadily decreasing. This
may be due to the important contribqtiontof other
Sources particularly the reSponsibiliﬁies of states

for primary education.

The panchayats are given authority in the admini.
stration.of_primarY'education;p.Ce:tain'states>gave»'
them discretionary autiority while 6ther8 made it an
obligatory duty oh them to finance primary educationQ’
Because of 1ihited resources the panchayats can only

exercise superficial control on primary edﬁcation.

ive Feess

Fees are one of the most important source of

7 Misra, A., OpoCitc, Pe 224,
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finance which is second to state government. and which
mainly depends on size of enrolment and the rate of fees,
Increased enolment is nothing but the result of growing
demand for higher education in India. And as the cost

of living is rising the fee rates are also increasing.
Although a bulk of income is coming from this particular
Source this rise is certainly limited by the'gree primery
education and other fees concessions given to backward

class students.

Fees can sé of various types, namely, tuition fee,
admission fee, library fee, examination fee, medical fee
and etc. Although the fee structure is fixed in government
institutions, the rates of fee vary from State to state,
But if we See the available data is given in the Table
number 2.3 it is obsexrved that the fees in per cent has
been decreasing over the years. This is mainly due ro
as more and more students c°ncession8 are given and also

due to the increasad government expenditure on education

to some extent.

Ve Endowments and Otherss

The percentage of endowments and other have been

decreasing gradually over the years. This is because
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people after the independence, (when they had their own

goverment) did not try to realize their obligation.

While talking about the assistance for education
outside the country like foreign aid, we receive the help
of intemational bodies like UNO, UNESCO and seﬁer;l
philanthropic organizations. They help in the fomm of
(1) providing expert personnel (ii) aiding.certaiﬁ:
projects and (iii) giving scholarships and travel grants
for studies abroad.® |

~ By the help of Table number 2.3 we can observe the
sector-wise contribution of resources to educétion during
the time period 1950-51 to 1980-81. ‘The Share of the |
governmeént sector i.e. thé central and the state has
increaéed from 57% at the very beginning of the plan
period i.e. from 1950-51 to 80% by the year 1980-81.
But on the other hand, the share bf local government,
fees and endowment has declined considerably.

1422 Objects of Expenditure dUring-Post—Indepépaencelpériod;

After the independence the objects of expenditure
remained the same as in the pre-independence period. But

the educational system was classified in to three

8 Mi sra, A., ope.cit., p. 228.
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TABLE 2-3 3 SECTOR-WISE CONTRIBUTION OF RESOURCES

TO EDUCATION IN INDIA
: (in per cent)

Sector 1950-51 1960-61 1970-71 1980#61

I, Government-séétori

Central and State  57.1 1 68.0 7546 800

Government.
Local Governments  10.9 6.5 5.7 5.0

(zila Parishads,
Muncipalities and

Panchayats)
II.Private s L3
Fees 20.4 11,2 12.8 12,0
Endownents etc. 11.6 8.3 549 3.0 ... .
TOTAL 100.0 10040 100.0 - 100.0 -

SOURCE : DisScriminating pricing in EBducation,
Tilak, J.B.G. and Verghese, NIEPA,
New Delhi, 1984.



categories: (i) generél edueation"(primary, secondary
and higher (ii) professional or vocational eduéatiod
and (iii1) special education. These are all included
under the hesding of Direct expenditure. Indirect
expenditure during the post-independence alSo includes

the same as -

a) Scholarshipsland concessions,
b) Ditection and inspection,

c) Buildings'and furniture,

d) Hostel charges,

e) Miscellaneous

i) Elementary Educations

It includes primary and middle school education from
class I to VIII. Free and compulsSory education to all
children in India upto the age of fourteen years is provided
by the Article 45 of the Indiah ConStiéution. Aftef the
independence, when Government decided to adopt basic
education as the national paftern at primary stage, all
new schools opened were of the basic type and the old ones

began to be converted imo the basic pattern.

For the development of primary and middle schools
and also the enrolment rate, please refer to the Table

number 2.4 and 2.5 —
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Secondary Educations

The 8Secondary Education Commission, under the

chaimanship of Dr. A.L. Mudaliar, in 1953 recommended

a)

b)

c)

1ii)

that?

the period of school education preceeding a three
years degree course should be eleven years,
eight years of elementary and three years of higher

secondary education;

mul tipurpoSe Schools Should be started Qithv
divérsified:éourSe‘in huﬁénitiés, séiénce}' |
technology, commerce, agriculture etc. and
educational and vocational guidance Shbuld be
provided. After the independence, the reconstru-
ction ahd improvement—aspectS'of secon@ary education

were managed by a number_of organizations. .

Higher Educations

The model of higher education was recommended by

the Radhakrishnan Commission in 1949. For the purpose

of development, maintenance of standard of instruction,

etc,

the University Grants Commission was established

9

Misra, A., op.cit., p. 234.
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in 1953, which is also responsible for allocating funds

to varidﬁé institutions. A8 a result of which the number
of students goes up year by year which leads to inefficient
management of'institutions'followéd'by_a low étandard of -
instruction etc. 8o, this ié one of thevimportant problems
that has been-arising. But an important development in
higher education was an adeqQuate provision for research

and post-graduate studies,

iv) Professional Educations

This refers to'agriculture, Commefce, enginee;ing,
law, medicine, physical edubation, technology and etc,,
which is made at college level and also at school_iéVel.
The 211 India Council of Techni¢al Education in 1945,
the Medical Council of Indiavand thé Indian Council of
Agriculture Research and etc. were set up for the purpose
of development and improvement in the field of technology,

Medicél'Science and Agriculture, and others feSpect1961y.

The development of educational institutions, along
with the inéreaSed number of students (which are thé basis
of objects of educational expenditure) can be better
understood from the table 2.4 and 2,5 respectively.

So far as the type of educational expenditure is
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TABLE - 2-43 NUMBER OF EDUCATIONAL INSTITUTIONS

(numbers) o
Item 1950-51  1960-61  1970-71  1980-81  1985-86
Primary Schools 2,09,671 3,30,399 4,08,378 4,85,538 S5,39,266
Middle Schools 13,596 = 49,663 80,621 1,16,447 ~1,34,074

High/Higher 7,288 17,287 36,738 51,594 66,110
Secondary Schools 4

Art, Science and

At 548 1,161 2,587 3,393 4,078
Profiessional 147 381 1,017 1,382 2,153
Institutions. o

Universities 28 44 93 123 120

S PE GW PP P G GER P PE G P PR PGB PP QI QAR PUD QUL QIS QN PUED SR PIEP QWD QEF UL QN YU GIB g QU gun Gu

Sources Seventh Five Year Plan, 1985-90.
Selected Educational Statistics, Deptt
of Education, 1987.

TABLE - 2.5 3§ NUMBER OF STUDENTS BY STAGE OF INSTITUTIONS

(00Onos)

Stage 1950-51 1960-61  1970-71  1980-81  1985-86
Primary 19,155 34,994 57,045 72,888 86,465
Middle 3,120 6,705 13,315 19,846 28,128
High/Hr. Secondary . 1,481 3,483 " - 7,167 . 11,281 16,970 -
Intermediate : .
University and 174 - 657 1,956 2,752 . 3,351
above : : : ’ '

AL R L EL YL RL F L XL XL L AL L ST KL E LR XL R LR e Sm e g g gm g 4™ 4w g ¢ .-..q

Source gSeventh Five Year Plan, 1985—99.
Selected Educational Statistics, Deptt.
‘of Education, 1987,
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concerned, it is devided in to two categoriess
i) Plan expenditure

ii) Non-Plgn expenditure.

Plan expenditure are for thc'fgtther devglopment_df ‘ -
education which also includes conStructionjof‘new buildings,
facilities for new enrolmént, expenditure’on innovations |
etc. Where as , Non-plan expenditure refers to maintenance
expenditure incurred in the existing educational infra-

structure. It is the non_plan-‘e:q:e‘nditure which has

accounted for more than four-fifth of the total educational
expenditure almost uniformly throughout the plan era

(Refer Table 2.6). On the other hénd plan expenditure
accounts for barely 15% of the total educational expenditure

though the year 1960;61 is an eXceptioh, (Refer Tables 2.6).,

Before concluding this chapter,‘it would be better
to Sum up the discussion on financing of education during
both the British period and also the post.independence era.
Certain 8ignificant achievements“ovaritish‘era are
firstl&. the enacthent of legislations for the appropriation .
of state revenues in financing education, sééénély,.“ -
their most important contribution was alienating education

from réligion and there by making it more secular. Thirdly,



TABLE - 2.6 ¢ PLAN AND NON-PLAN EXPENDITURE ON EDUCAT ION

IN INDIA
(Rse Crores)
Year Plan Expenditure - Non-Plgn expenditure Total
- 2
1950~51 20 ( 17.5) _ 94 (82.5) 114 (100)
1960-61 80 (26.2) | 254 (73.8) 344 (100)
1970~71 115 (10.3) 1,000 (89.7) 1,118 (100)
1980-81 520 (13.9) | 3,226 (86.1) 3,746 (100)
198485 800 (13.3) 5,200 (86.7) 6,000 (100)
1985-86) & 926 (12.1) 6,716 (87.9) 7,642 (100)
' @ = Figures in bracicets §rxow percentagee.
' Source ='Computedvon“the baéis 6f Seventh Five Year Plan,

1985-90. Collected from Economic Information
Year Book, 1988-89, Agrawal, Qupta, Vama,

' National Publishing House, New D2lhi, 1986.

£S
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shifting of emphasis among the financial resources of
education like fees began to be realized on a compul sory
basis during the British period. Fourthly, graded system

in educational institutions was introduced.

During the post-independence era, the Sources of
educational finance was divided into (1) the public sector,
(11) the private sector and (iii) other Ssocurces. Out of
the puhlic Sector, the central and stateé govt's share in
the totélleducational finances increased over the years,
This i8 mainly due to the fact that it is the responsibility
of the government to build a new, modern, progressive .
egalitarian soccio-€conomic System in the country. Secondly,
a large amount of finances goes as Subsidies to weaker
sections leading to grbwth of educatienal expenditure
on the part of central and State government. So far as

the educational effort of the state is concerned, on an

averace the states are allocating around 20% of their budget
to education. |

Objects of educational expenditure are divided into '
*Direct' and 'Indirect' categories during the post-independence
era. Direct object refers to (i) general education which
includes primary, secondary and higher education, (i4)

professional education (iii) special education. On the
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other hand the Indirect objects refers to the direction,.
inspection, 8cholar8hipsvetc. The types of educational
experditure is also classified into Plan and non-Plab
categories, Non-Pl§n~expenditnre_éccqunts‘fgr 39331Y”8°%
of the total educational éxpenditﬁré:during“the-entite

plan erae.

From all this one can Say that financing of education
during the British period waS systematized like the post-

independence era though not to the same extent.



CHAPTER . III

GROWIH OF EDUCATIONAL EXPENDITURE IN INDIA.
A_REGIONAL ANALYSIS.
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Qhe decisions about the level of public expenditure
depend in part on how well the economy is doing. There
is a general view that a State with a better economic
condition, or more specifically a highAincome State, 1is
expected to Spend more resources on public services such
as education. On the other hand, a poor income state
Spends comparatively leSs on education. So far as the
mid-income States are concerned, their educational effort

lies in between these two extreme caSesS.

However, in this chapter our main objective is to
study the growth of educational expenditure in different
15 major states of India during the time period 1968.78.
Along with this, our aim is also to study whether this -
growth of expenditure depeﬁds on the economic condition
of the coperned state or, not. We would also try to
find out whether the hypothesis that a high income state

Spends more on education holds good in the Indian context,

or, nhot.

For the sake of better utﬂderStanding and to give
a bird®s eye view of the results we have devided the 15
major states in to 3 groups, namely - High income, mid-
income and low income states. This is done on the basis

of per capita net State domestic product. The average of
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net SIP (current prices) of the first five yéars (i.e.
1968-73) of the total time period and the average of

net SIP of next five years (i.e. 1973-78) is taken into
account to find out the rank of different states for the
two time periods. Each group of state consists of 5 states.
The per capita net SIP (current prices) figures and the
ranks are given in Table-3.1 and Table—3.2 respectively.
States have been ranked in the two tables according to
per capita net SDP(current) prices. ‘Thié classification
is used in subsequent pottions of the analysSis. - Group A
stands for high income sStates and consists of Punjab,
‘Haryana, Maharashtra, Gujarat and West-Bengal. _QrQUp BM
stands for mid-income States and consists of Karnataka,
Rajasthan, Kerala, Tamil Nadu and Andhra Pradesh, Orissa,
Assam, U.P., M.P. and Bihar are clubbed in Gtohp-c and

are the poor income states,

On the basis of this classification we will proceed

to find out the growth of educational expenditure in the
15 states and the 3 groups of states,

In order to Study the growth of expenditure it is
necessary to have a state wise breakdown of per capits

expenditure for different time periods during 1968<78.



TABLE. 3.1 t+ PER _CAPITA AVERAGE NET SDPS]268-7 )

58

AT CURRENT PRICES.

(1968-73)
CATEGORY STATES AVERAGE RANK
sop
High Income PUNJAB 10614 1
States HARYANA 859.6 2
MAHARASHTRA 776 .2 3
= Group = A GUIARAT 743.6 4
WEST BENGAL 730.8 5
Mid- Income KARNATAKA 632.2 6
States. TAMIL NADU 58646 7
ANDHRA PRADESH 57762 8
= Group - B KERALA 577 «0 9
RAJASTHAN 55344 10
Low=Income ASSAM 533.0 11
States U.P. 505.2 12
ORISSA 496.2 13
= Group - C M.P. 495.6 14
BIHAR 415.0

15

‘Source g

Computed on the basis of Estimates
~ of State Domestic Product, National

Account Statistics.

CeSe0e
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TABLE = 3.2 s PER_CAPITA AVERAGE NET SDP (1973-78)
AT CURRENT PRICES.

(1973-78
CATEGORY STATES AVERAGE SIP RANK
(1973-78)
High Income PUNJAB  1828.0 1
States HARYANA 147046 2
MAHARASHTRA  1402.8 3
Group = A GUJARAT 1260.6 4
WEST BENGAL 1133.4 5
Mid-Income KARANAT AKA 992.2 6
States RAJASTHAN ' 952.2 7
KERALA 945.4 8
Group = B ‘ANDHRA PRADESH 926.0 9
TAMIL NADU 882.2 10
Low Income ASSAM 81642 11
States M.Pe 813.0 12
U.P. 778.0 13
Group - C ORISSA 735.6 14
BIHAR 666.8 15

Source 3 Computed on the basis of Estimates
of State Domestic Product, National
Account .StatiStics, CeSe0o
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The whole time period is dived into two periods - (1968-73)
and (1973-78). |

The per capita expenditure figures which we have
calculated have also been converted into 1960~61 prices
by using the purchasing power of rupee index for different
years starting from 1968—69 to 1977-78. Then fhe'variétioﬁgn"
of per capita expenditure in different sStates -and groups
of States are analysed by the percentage deviation method.
Any value of more than 100% i.e. the.éll India average,
implies that the particular S8tate spends fhat per cent
more than the all India average and instantly reflects
its educational effort. The educational efforts of the
poor income sState vis-a~vis the higheincome states and
the mid-income states are also analyséd with the help of
these figures. 1In this way the regional disparities
in educational expenditure is analysed for both the éime
periods and it is also found out whether they have accen-

tuated or, not.

The growth of educational expenditure is analysed with
the help of annual average growth rates for both the time
pericds i.e. _1968-73) and (1973-78). Secondly we have
also calculated the growth rate of 2nd period (1973.78)

over the Ist periad (1968-73).
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The above mentioned exercises are carried on for 4

major levels of education. They are -

i) Elementary, ii) Secondary
iii) University and other higher education

iv) and Technical education.

Of course total per capita expenditure includes all
these 4 major levels plus special education, adult education
and etc. etc.. But we have taken into account only the -
expenditures incurred for thes€ 4 major levels of'education.,

apart from the total educational expenditura. -

However, hefore attempting any inter-state analysis

the following points should be kept ih mind.

i) It may be noted that the total educational expenditure
(Direct expenditure + indirect expenditure) relates
either to the expenditure incurred by different states

or Union territories and does not include the expenditure -

incurred by the centre.

Since our aim is to study the growth of expenditure
in only 15 major sStates, there is no question of our o
taking into account the expenditure incurred by the Union

territories in our analysise.
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Secondly, the analysis relates only to the expenditure
on revenue account and not the expenditure incurred

on capital account.

Expenditure on revenue account is incurred - by

two types of agencies namely -

a)

b)

Central Ministry of BEducation and State Education

Department.

Secondly by the ‘Other depts‘, such as égricultgre,
industry, health, labour, commﬁnity development
Social welfare etc. This head 1S mainly on training
and extension education. We have taken expenditures
incurred by both education department, and the

‘other departments' in our analyéis.

Expenditure on Elementary Education:

It can be seen from the Table 3.3 that there has

been a steady increase of per capita expenditure in real

terms on elementary education in case of all the 3 groups =~

of states and almost all the 15 states, during the Ist.

period i.e. 196873,

However, on an average it is the mid-income states
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that have Spent the highest in per capita terms (Rs.4.98),
which is much above the all India avefége (Rse3466) . And
the mid-income states have spent on an average 36.07%
more on elementary educatioﬁ than the all India average
during the first period. Similarly the mid-income state's
annual average growth rate i8 8.,1%, which is above the

all India'averaée (7.3%) and the gfowth>r$te of the other

two groups of states.

4On the other hand, the high,income states of Group A
which is expected to spend more has spent on an average
ks+3.64 which is less than the Group B's avérage expenditure;‘
but more than that of the low-income States. Its average
is just below the all India average. However, it is
0.55% less than the all India averége and hence the
difference is not significant. The annual average growth
rate of high-inocome states as a group is the least among

the 3 groups of States; with 4.4% where as the all India
figure is 7.3%.

Although the poor income sStates have sSpent the least
i.e. Rs.2.,93 which is below the all India average of Rs.3.66 |
their growth rate is 7.1% which is more than that °f,high‘_f
income states of Group A but less than Gfoup B's growth

rate. Of course their growth rate is almost equal to the
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all India average figure of 7.3%. But they have spent

20% less on elementary education than the all India average.

Similarly, for the 2nd period (1973-78), which can
be seen from.the Table 3.4, there has also been a steady
increase of per capita expenditure in all the 15 states |

and also in the 3 Groups of states.

Al though the mid-income states have Spén£ tﬁe highest
(Rs+5.90), which is also above all India average (%.4.54),
its growth rate of 8.1% is just below the all India average
(8.3%), and the growth rate of the other two groups. But
it has spent 29.95% more than the all India average during
the 2nd period which more than that ofathe other two
groups. Of course this is due to thé Kerala's contribution.
Because Kerala alone has spent 119.38% more than the
all India average. Though in terms of levels of expenditure
the performance of the mid-income states is satisfactory

it is not So in temms of growth.

On the other hand the high incqme states have spent
on an average Rs.4.85 which is just above the all Indis
average (Rs.4.54). Although it has spent less than Group B
its growth .rate of 14.1% is much more than the all India
average growth rate, and has the highest growth fate a&ong

all the 3 groups. So, unlike the mid-income States growth
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of educational expenditure is satisfactory in case of
high-incomé sﬁatéS, whereas the Same cannot be said

regarding levels of educational expenditure,

Although the annual average growth rate of the low-
income states of Group C ié 11.7% 1is above ghe all India
average of 8.3%, they have Spent-6n an average %;3.60 g
which is below the all India average of Rse4.54. In
percentage terms it is 20.7% less thah the all India
average. They have spent the léaSt, but their growth
rate is more than Group B's growtﬁ rate, but less than

of Group A's growth rate.

By summarising the results of the two time periods,

we can have an overview of results which is given in the

-

Table 3.5. The main findings ares

1e The per capita expenditure on elementary»eduéation
has shown an increasing trend in real terms in both
the time periods in all "the 3Qgroups as well as the
15 States. The average per.cépitg.exéehditure of
high income states in“both ‘the time periods are
just near the all India average, whereas, thq poor-
income states are below the all India average in both
the time periods. Only the mid income states have

spent more than the all India average.



3.

66

Although the mid-income states of Group B have
spent on an average the highest among all the 3
groups of states, during both the time periods,
their growth rate of 2nd period (1973-78) over
the Istﬂperiod‘is the least i.e. 18.47% only,
which is below the all India average as well as
the growth of remaining two groupS. This is due
to their poor performance in the 2nd time period.
Though their growth performance was satisfactory
in the Ist time period, it is not so during the

2nd time period.

The high income states with a growth rate of 33.24%
@nd period over the Ist period)top the list. (All
India average - 24.04). Of course for this high
growth rate of Group A states, the credit goes to

Haryana which has the growth rate of 69.17%.

It can be seen from the table 3.5 that mid-income

states on an average have Spent 36.07% and 29.95%

more thah all India average during the Ist and

2nd time periods respectively which is the highest
among all the 3 groups of States.  But its annual

average growth rate has Stagnated around 8.1% in.
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" both the time periods. In relative terms their

grovth perfomance was better during Ist period,
but poor during the 2nd time period;

In the poor income States, there has been a remarkalble
increase in annual average growth rate from 7.1%

in 1968<73 to 11.7%, in 1973-78;1 Of course they have
spent nearly 20% lesSs than the ali India average
during both the time periods, on elementary edﬁcationf
But, this growth rate has not been enough to reduce |
the regional_diSparitieé 1n/1evels of educational

expenditure.

Kerala a mid,incbme state has sSpent the highest

in per capita terms on elementary education, which

is even more than that of Punjab, the richest of
the 15 states. It has Spent 143.17% and 119.38%
more than all India éverage during the Ist and 2nd
periecd respectively. No wonder it has the highest

literacy rate in India.

States like Karnataka, Tamil Nadu, Gujarat and
Mahafashtra are in a better position than the high
income state of Punjab if we See the per cent

deviation column.
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8. We can conclude the analysis of expenditure on
' élementary edﬁcation by saying that;although the
mid-income states have shown a great effort by
spending more in per capita temms in both the time
periods, their growth rate both intemms of annual
average and the 2nd period's ovér the Isi period
are not so imﬁressive comééréd to: the other two

groups of states,

Expenditure on Secondary Eﬂucatipn;

Unlike the expenditure on elementary education the
high income states have Spent the moét in case‘of expenditufe
on secondary education'during the Ist period (1968.73)
which can be clearly obgerved‘ffom the table 3.6. So |
the relative position of the high income and ;he mid income¢  i
Sstates have‘altered with iow income'stateSVEQain L f;m;ini;§? 5
at bottom. It is Seen frommfhe table 3.6 that the high |
income states have Spent the highest among all the 3 groups -
of states. On an average they have'spen; Rs.4.01 in 196873
period which is above the all Indié levél and which is
more than that of Group B's 3.2.81 (just above the ail
India average) and Group C'S Rs.1.72 which is below the

all India average of Rs«2.48.

Although, the low-income States of Group C have Spent



TABLE - 3.3 s PER_CAPITA ACTUAL EXPENDITURE ON ELEMENTARY EDUCATION

UE ACCOUNT IN 60~61 PRICES) «

(in gs. ) (1968-73)

States 1968-69 69-70 70-71 71-72 7273 Average Per Per cent Annual average
Capita Exp. Deviation Growth rate
on Elemen- from aver.
tary EBdu. age
196873 '1968-73 1968-73

Punjab 3.2 3.2 3.3 3.0 3.5 3.24 88,52 2.7
Haryana 2.4 2.5 2.4 2.3 2.4 2.4 65,57 ! Qe
‘Maharashtra 3.9 4.8 5.2 4.8 561 4,76 130.05 T «5
Gujarat 4.3 4.7 4.8 5.3 4.9 4.8 131.15 3.6
Hest Bengal 2.4 3.0 3.1 3.4 3.2 3.02 82.51 8.0
GROUP - A 3.24  3.64 3.76 3.76 3.82  3.64 99.45 4.4
Karnataka 412 4.4 S.4. 4.9 55 4.88 133.33 7.6 - o
Taﬂlil Nad\l : 3.9 4.3 407 500 4.9 4.56 ’ 124059 600
Andhra Pradesh 2.3 2.9 3.5 3.4 3.1  3.04 83.06 8.8
Kerala - B8a3 9.0 9.2 9.2 8.8 _ 8.9 S 243,17 : 1.6
RajaStYlan 3.0 3.0 3.4 3.1 5.0 v 3.5 ) 95063 . 16 5
GROUP '~ B 4.34 4.72 5.24 5.12 5.46 4.98 . . 136.07 8e1
Assam 4.0 4.0 3.7 3.5 3.4 3,72 - 101.64 3.9
Orissa_ 2.3 242 ] 2.4 _ 267 246 2.44 66 .67 3.4
Bihar 2.1 2.9 3.1 3.0 3.5 292 79.78 14«6
GROUP - C 2.6 2.88 2.9 3.04 3.24 2.93 80.05 71
3.1 3.4 3.8 3.9 4.1 3.66 100.00 7.3

ALL INDIA




TABLE — 3.4: PER CAPITAL ACTUAL EXPENDITURE ON ELEMENTARY EDUCATION
(REVENUE _ACCOUNT) (IN 1960-6] PRICES

(in ws.) (1973-78)

States 1973-74 74-75 175.76 176-77 77-18 Average Per Per cent Annual Average
Capital Exp. Deviation Growth rate
on E]lemen- from
tary Edu. average
197378 1973=.78

Punjab 3.9 3.9 5.6 5.7 642 5.06 111.45 13.6

Haryana 2.3 4.0 4.6 4.5 4.9 4.06 89.43 ' 23.9

Maharashtra 4.8 5.1 6.3 5.9 6.1 5.64 R 124.23 6.7

Gujarat 4.3 4.7 5.6 9.0 7.5 6.22 ’ 137.00 18.1

Hest Bengal 2.7 3.1 3.4 3.5 3.7 3.28 72.25 8.3

GROUP - A 3.6 4.16 5.1 5.72 5.68 4.85 106.83 14 .1

Karnataka 4.9 5.0 5.6 5.9 6.2 5.52 121059 " Bes 1

Rajastl’lan, 405 4,6 5.4 S.4 6.1 52 114.54 8.2 S’

Kerala ) \ 800 ’ 8.8 11.0 1102 10.8 9.96 .‘ 219.38 8.3

Andhra Pradesh 3.4 2.9 3.9 4.1 4.4 3.74 82.38 Be1

Taﬂlil Nadu 401 4&7 5.1 505 509 » 5.06 ; 111.45 9.6

GROUP - B 4.98 502 6.2 6.42 6.68 5.90 129.95 8.1

Assam 3.2 4.4 4.0 3.9 6.0 4.3 94.71 19.9

M.P. 3.4 3.5 3.7 3.6 3.9 3.62 . 79.74 3.6

U._P. 207 304 402 305 307 305 " 77009 9.6

Orissa 203 300 306 306 306 3022 ’ 70093 12.6

Bihar '3.5 3.1 3.6 2.3 4.2 3.34 : 73.57 12.8

GROUP . C 3.02 3.48 3.82 3.38 4,28 3.60 ' 79.30 _ 11.7

ALL INDIA 3.8 4.1 4.8 4.8 5.2 4.54 | 10040 . 8.3




TABLE ~ 3,5 s AN OVERVIEW OF THE RESULTS: (PER CAPITA ACTUAL EXP ENDITURE, ON
ELEMENTARY EDUCATION REV. ACCOUNT IN 1960-61 PRICES.

1968-73 AND 1973~78

States Average Per?Average Per 'Per Cent ‘'Per cent 'Annual 'Annual 'Growth rate of 2nd
capita Exp.‘Capital Exp.'Deviati- ‘Deviati- ‘Avera- ‘Average ‘period (1973-78)
on elele- ‘on elemen- ‘on from ‘on from ‘ge ‘growth ‘'over 1st period
mentary ‘tary Edu, ‘average ‘'average ‘'growth ‘rate !
edu. ' ' ! 'rate ' []

_ . 1968-73 Y 173-78 ' 6873 '68-73 '68.73 '73.78 ' 1968-73)

Punjab 3.24 5.06 88.52 111.45 2.7 13.6 56417

Haryana 2.4 ’ 4.06 65.57 89.43 Oe«1 '23.9 69.17

Maharashtra 4.76 - 5.64 130.05 124,23 75 6.7 18.49

G.:ljarat ) 4.8 6022 131015 137 «00 3.6 1801 29058

HesSt Bengal 3.02 3.28 82051 72.25 8.0 8.3 8061

GROUP — & 3.64 4.85 99.45 106 .83 4.4 . 14.1 ' 33.24

Karnataka 4.88 .~ 5.52 133.33 121459 7.6 6.1 13.11

Rajasthan 3.5 502 95063 114054 1605 8.2 48 .57 ‘

Kerala 8.9 9.96 243017 219038 1.6 8.3 11091 :’.

andhra Pradesh3.04 3.74 83.06 82.38 8.8 8.1 23.03

Tamil Nadu 4.56 . 5.06 124.59 111.45 6.0 9.6 10496

GROUP - B 4,98 5.90 136.07 129.95 8.1 8.1 18.47

ASS am 3.72 4.3, 101.64 94.71 =3.9 19.9 15.59

U.P o . 2.52 3.5 68 085 77 009 140,@ - 906 38089

Orissa 2.44 3.22 66.67  70.93 3.4 12.6 31.97

GROUP - C 2.93 3.60 80.05 ~ 79.30 7.1 11.7 22.87

T3 8.3 24.04

ALL INDIA 3.66 ' 4.54° 100.0 100.0
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lowest (B.1,72) on an average, their annual avefage growth
rate is8 the highest omong all'thé 3 groups(all India avaragé
9%) . Of course they have sSpent 30.65% leSs on Secondary
education than the 511 India avergge. Compared to this,
the‘high income States . the mid income States have spent
on an average 61.69% and 13.31% more than the all India
average respectively during the Ist period.

It should be noted that Punjab alone has spent 153.23%n;
more on Secondary education than the all India average whicht«
is much more than that of Kerala's contribution of 32. 26%
more than the all India average. Haryana has also Spent

112.90% more on Secondary education than the all India

average.

Similarly during the an‘period ‘1973-78), (Refer
to Table 3,7) high income states top the list of spending
Bs.4.46. Compared to this the mid-income States and low-
income sStates have spent Rs.2.98 and“B;Q.ZB respectively

which are below the all India average of Rs.3.04.

Again it is clear from Table 3.7 that during the
2nd period also the annual average growth rate of low
income states is the highest (14.7%), although they have

spent the least. Compared to this the growth rate of high
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income states which have spent the most, is less than
that of mid-income states and both of them are below
the all India average of 7.9%. So, there is a tendency

towards reduced disparities in levels of educational
expenditure.

Although the annual average growth rate of high
income states of Group A is thé lowest.gne Still it has
Spent 46.71% more on Secondary education than the all |
India average. Compared to this both the mide-income s'tatea
and the low-income states have spent 1.95% and 25% less

than the all India average respectively during the 2nd

remarks about the expenditure on Secondary education during
both the periods.

e

For a synoptic view piease refer to the Table 3.8
1. There has been a Steady increase in per capita -
expenditure in real terms during both the time

periods in all the groups of States and also in

individual states.

2. Although the low-income states of Group C have
spent the least, 8till they top the 1ist in terms
of the growth rate of 2nd period over the first

period (32.56%). The highe.income states and loweincome

-
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4.

8tates are much below the all India average of

22,58%.

Although the low-income states have the highest
growth rates (2nd period owver Ist‘period.aS'well

aS annual average Qrowth rate) during both the

time periods, they have spent 35.65% and 25% less
than the all India average during the Ist (1968-73)

and 2nd (1973;78) period reSpectiVely. Cchpared to

this, the high income states have Spent on an AVerage’

61.69% and 46.71% more on secondary education than
the all India average during both the time periods
respectively. In other words disparities in levels
of educational expenditure between Group A and Group
C is declining. The same is also true in case of

mid-income S8tates and low income states,

Unlike the per capita expenditurevon el ementary-
education, Kerele has spent less on Secondary
education during both the time periods. It has
Spent only 32, 26% and . 46 OSA more on secondary
education than the all India average during the Ist

and 2nd periocd which is much less than that of

' 143.17% and 119.38% on elementary educatia: during

the Ist and 2nd period respectively. As outlined
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15

earlier primary education is more important for
removing illiteracy whereas secondary education is

aSsociated with better employment opportunities and
grovth. On the other hand, Punjab, a high income

state, whose effort was leSs on elementary education
compared to Kerala, ha$ spent 153.23% and 135.53%
more on Secondary education than the all India aVeragel
during Ist and 2nd period IGSpectiQely. Punjab and
Haryana's effort, have pushed up the average figqure

of Group A to the top place among all the.s Groups

of States. So, the Indian_é%perience only strengthers
the traditional hypothesis that expenditure on
Secondary education is more important from the point

of growth and employment.

In sharp contrast to the effort 6f.Kerala; Punjab

and Haryana, a.poor inCOmenstate like Bihar has spent-
much less than the all India avgrage.‘ So, there is
certainly a direct relationShip between educational
expenditure on Secondary education and per-cabita
income. Thus, it can be}concluded‘that, in case of
Secondary education, the relative position of the
groups of states in terms of educational.effort can
be cbserved according to the economic condition of

the respective group of states. This was not the case.
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in case of elemnentary education.

=

Expenditure on University and Other Higher
BducaE;on; '

Like the expenditure on elementary‘and secondary

education the expenditure'on university and higher
educatioﬁ has increased in real terms during the
first period (1968-73) in all the 1ndividua1 states
and also in all ﬁhe 3 groups of states.} This can

be seen clearly with the help of Table 3. 9.-

Like the expenditure on Secondary education, -

the high-income states of Group A have Spent on an

‘average Rs.1.00 during the Ist period which is above

the all India average and which is also more than
that of Group B's Rs«0.97 and Group C‘SAB.O.GB

(All India average - Rs.0.76).

Although the low-income 8tat es have spent very
little on university and other higherveduCation with
an annual average growth rate of {2.1% they are above
the growth rate of high income states (8.1%) « The growth -
rate of mid income states is 13.6%. But the higﬁ incom?
states have allocated 31.58% more on University and
higher education than the all India average. Campared to.
this the mld income states have Spent 27 63% more than
the all India average while the low-income States have

spent 10.53% less than the all India average,
~ Ssimilarly for the 2nd period (please refer to
Table 3.10), the expenditure has increased in real terms.



IAELE 3.6 : PER CAPITA ACTUAL EXP. ON _SECONDARY EDUCAT ION,
- (REV. ACCOUNT) ( IN 1960-61 PRICES)

) (1968.-73)
(ln RS-)
State 196862 69-70 7071 71=72 72-73 Average Per- Per cent Annual average
Capita Exp. Deviation Growth rate
on Second- from Aver.
ary Edu, age
1968-.73 1968-73 1968.73
Bunjab 5.7 59 6.2 6.2 7.4 6.28 253423 7.0
Haryana 4.7 Se2 5.6 5.5 5.4 5.28 212.90 3.7
Maharashtra 3.0 3.2 3.7 3.6 3.7 3.44 138.71 5.6
Gujarat 1.4 1.5 2.5 2.5 2.8 2.14 86 .29 21.5
West Bengal 2.1 2.4 3.6 3.4 3.2 2.94 118.55 12.2
Karnataka 1.7 1.7 2.0 2.0 2.2 1.92 77 .42 .9
Tamil Nadu 2.8 209 3.0 3.2 3.2 30’02 121.77 3.4 ~J
Andhra Pradesh 2.2 2.3 2.6 2.5 2.4 2.4 96.77 2.4 ~
Kerala 2.8 302 304 "3.4 ' 306 3028 132.26 6.6
Rajasthan 3.1 3.4 3.7 4.0 2.9 3.42 137.90 -0.2
Group - B 2.52 2.7 2.94 3.02 2.86 2.81 113431 3.8
ASsam 2.5 341 2.9 2.9 2.7 2.82 113.71 2.7
U.Pe 1.0 1e2 1e2 15 1.6 1.3 52.42 12.9
Orissa 1.4 146 1.9 . 2.0 2.2 1.82 73.39 12.1
M.P. 1.9 241 2.2 2.2 2.3 2.14 86.29 - 5.0
Bihar 0.3 0.6 0.6 0.5 0.6 0.52 - 2097 25.8
- \ : . .
Group - C 1.42 1.72 1.76  1.82 1.88 1.72 69.35 11.7
ALL INDIA 240 2.2 2.6 2.8 2.8 2.48 100.0 930




TABLE- 3.7 3+ PER CAPITA ACTUAL EXP. ON SECONDARY EDUCATION,
{REV. AOCOUNT) (IN 1960~61) PRICES

State 1973-74 74-75 75-76 76-77 77-.78 Average Per Per ceht Annual average
Capital Exp. Deviation Growth rate
on Second- from Aver-
ary Edu. age _
1973-78 1973-78 1973.78
Punjab 6.9 6.9 7.2 7.3 7.5 7.16 235453 2.1
Haryana 5.0 4,1 4.7 4,4 501 4.66 15330 1.5
Maharashtra 4-1 305 4.1 4.1 4,2 4.0 131058 ) 1.2
Qlja:at 2.4 2.8 3.3 4.5 3.9 3.38 113.18 14.4
West Bengal 2.8 2.8 3.4 3.1 3.5 3.12 102063 6.4
Group - A 4.24 4.02 4.54 4.68 §.84 4.46 146.71 5.1
Karnataka 2.0 1.9 2.3 2.2 2.4 2.16 71.05 5,2
Rajasthan 2.2 2.3 2.5 2.5 2.8 2.46 80.92 6.3
Keralja 3.6 3.9 408 5.0 409 4.44 146.05 8.4
Andbra Pradesh 2.4 2.2 2.7 2.8 3.0 2.62 86.18 6.3 <3
Tamil Nadu 2.7 3.0 3.3 3.5 3.7 3.24 106.58 8.2 ®
Group - B 2.58 2.66 3.12 3.2 3.36 2,98 98.03 6.9
As ssm 2.5 2.9 3.0 2.8 4.1 . 3.06 100.66 14.8
M.P. 2.3 2.3 2.5 2.5 2.7 2.46 80092 4,2
U.Po 1.3 2.0 2.2 2.4 2.6 2.1 , 69 .08 20.3
0rissa 2.2 204 301 . 3.3 305 2.9 95039 12 0_7
Bihar o 0.6 007 1.2 009 1.1 009 - 29061 2103
 Group = C "1.78 2.06 2.4 - 2.38 2.8 2.28 7540 14.7 Vo
2.6 2.7 3.2 3.2 3.5 3.04 100.0 7.9

ALL INDIA




TABLE - 3.8 s AN OVERVIEW OF.RESULTSE (PER CAPITA EXPENDITURE ON

SECUNDARY EDUCATION (REV. ACCOUNT) (IN 1960-61 PRICES)
(1968-73 . and 1973-78)

- -

Avera er Average for PetY Cent Per cen
ge p g t Annual Annual Growth rate of 2nd

State. Capita exp. Capital Deviat- Deviatio-Avera. avera- a
on Seconda- exp. on ion from n from ge grow-ge grow- period (1973-78)
ry Edu. Secondary Edu. average gaverage th rate th rate °V&& Ist period
11968-73 197378 68-73 73-78  68-73 7378 68-73

Punjab 6.28 7.16 253.23 235.53 7.0 2.1 14.01

Haryana 5.28 4.66 212090 153030—" 3.7 1.5 -11 74

Maharashtra 3.44 4.0 138.71 ) 131.58 5.6 1.2 16.28

West Bengal 2.94 3.12 118.55 102.63 13.2 6.4 6.12

Group- A 40 4.46 161.69 146.71 1042 5.1 11422

Karnataka 192 2.16 77.42 71.05 6.9 5.2 12.5

Rajasthan 3.42 2.46 137.90 80.92 -0.2 6.3 -20.07

Kerala ; 3.28 4.44 132.26 14605 6.6 8.4 35.37 vy

Andhra Pradesh 2.4 2.62 96.77 = 86418 2.4 643 9.17

Tamil Nadu 3.02 3,24 121.77  106.58 3.4 8.2 7.28

Group B - 2.81 2.98 | 113.31 | 98.03 3.8 6.9 . 6.08§

ASsam 2,82  3.06 113.71 - 100.66 2.7  14.8 8.51

M.Pe. o 2014 2046 86029 80092 SOO . 402 14095

U.P. . 1.°3 2.1 52.42 69.08 12.9 20.3 61.54

orissa . 1.82 2.9 73.39 95.39 12.1 12,7 59 .34

Group C 1472 . 2.28  69.35 75.00 11.7 14.7 32.56

ALL INDIA 2.48 S 3.04 100.00 - 100.00 9.0 7.9 22.58

Ay
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During the 2nd period the mid-income states are in a
comparatively better position by Spending on an average
Rse1¢41 which is more than that of Groﬁp A'S Rss1.14

and Group C'S Rs.0.85 (below the all India:average)

Although during the 2nd period the mid-income States
have spent more than any other group, their annual average
growth rate is the least among all'théw3-groups whi ¢h
is very close to the all India averége;' But they have
spent 30.56% more on university, and higher education
than the all India average. Cémpared to this the high
income states have Spent only 5.56% more.' But anottunately;..
the poor income states have spent 21.3% less than the |

all India average.

Now summarising the results of both the periods

it can be seen (Refer Table 3.11) thats

1. _There has been an increase in per capita expenditure
~on university and higher education in real terms

in all the 3 groups of states.

2. During the Ist period (1968-73) the high income
states have allocated the most on an average in
percapita terms. But during the 2nd period it is

the mid-income states who are in the top place.
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Although there has been an increase in expenditure
in all the 3 groups during both the time periods,

the growth rate of 2nd period over the first period

in case of mid-income states is the highest (45.36%)

(all India average 42:11%). Compared to thiS, the

growth rate of high income and ldw‘incomevstates are
14% and 25% respectively. Except for mid-income
states for which the annual average growth rate

has declined from 13.6% to 9.4% in thé 2nd period,
in case of both the high incqme States and low

income states it has increased.

It can be Seen from the Table 3.11 that Punjab
allocated 100% and 50% more on university and
higher education than all India averaée during
Ist and 2nd period'reSpectively.‘ But it should

be noted that Punjab,has‘allocated less on this

" level of education than on Secondary education

during both the time periods.

But Kerala a mid-income state, has allocated 44.74%
(less than that of Punjab's effort) during the 1Ist
period and 90.74%(more than that of Punjab's effort)
during the 2nd'§eriod than the all India average

on university and higher education. But it should
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be noted that Kerala has allocated more on university

and higher education than that of ‘se'con'dary education

during both the time periods.

6. It is clear that €rom among the poor income states
Assam has allocated 31.58% more than the all India
average during the ISt.pefibds But ‘during the 2nd -
period it has spent 11.11% less than the all India

average. Bihar and U.P. have allocated the lowest.

7. Thus, it can be concluded that tﬁe high income
states which have allocated more on seéondary
education during both the time periods have Shbwn
a poor effort in case of university and higher
education. On the other hand, tpe“@id-income
states and low income states have allocated more
on unversity and higher education than on Secondary

education during both the time periods.

Expenditure on Technical BEducations

So far as the expenditure on Technical education
is concerned, it can be seen from the Table 3.12 that
the per capita expenditure has increased in real terms

upto 1970-71 and then declined slightly in all the 3



TABLE = 3.9 3 PER CAPITA ACTUAL EXP. ON UNIVERSITY AND OTHER HIGHER
EDUCATION (REV. ACOOUNT) (IN 1960-61 PRICES)

(1968-73)
in Rse ,

States 1968-69 69-70 70-71 71-72 72-73 Average Per Per cent Annual average
Capita Expe. Deviation Growth rate
on University from aver-

Higher EdQu, age
68-73 68-73 68-73

Punjab 1‘2 1¢5 17 106 1.6 1.52 200.00 8e1

Haryana 0.7 0.9 1.0 1.3 0.9 0.96 126,32 9.7

Maharashtra 0.6 0.6 0.7 007 007 0.66 86.84 : 4.2

Gujarat 0.4 0.6 0.8 0.8 0.9 0.7 92.11 24.0

West Bengal 1.5 1.3 0.9 1.1 11 1.18 155426 =545

Group - A 0.88 0.98  1.02  Te1 7.04 7.0 . 131.58 8.1

Karnataka 0.8 0.8 1.0 1.0 1.3 0.98 128.95 13.8 ®

Tamil Nadu 0.6 0.7 0.7 0.9 0.8 0.74 ’ 97037 8.6

Andhra ; ,

Pradesh 0.7 0.9 .1.0 1.1 1e1 0.96 126,32 12.4

Kerala 0.7 0.7 1o 1.2 1.8 1e1 144.74 29.1

Rajasthan 0.9 1.0 13 1.1 1.0 1.06 139.47 4.2

Group - B 0.74 0.82 1.02 1.06 1.2 0497 127.63 13.6

AsSsam - 0.8 1.0 a1 1.1 1.0 1.0 . 131.58 645

U.P. 0.4 _ 003 0.4 004 0.7 0044 57.89 2008

Orissa 007 007 0.8 ) 0.8 0.8 0.76 100,00 306

M.P. 0.6 0.7 - 0.7 0.7 0.8 0.7 192,11 7.8

Bihar 0.3 0«5 . 0«5 . 0.5 0.6 0.48 63016 21.7

Group - C 0.56 0.64 0.7 0.7  0.78 0.68 1 89.47 1241

All India 0.6 0.7 0.8 0.8 0.9  0.76 100.0 10.9




TABLE -~ 3.1Q s PER CAPITA ACTUAL EXP. ON UNIVERSITY AND OTHER HIGHER
EDUCATION (REV. ACCOUNT) (60-61 PRICES)

(4n g ) (1973-78)

Average Per Per cent Annual Average
ggpita Exp. Deviation Growth rate

States 1973.74 74=.75 75276 16.77 77-78 &n University,from aver—
7378 73=78 . 73-78

Punjab 104 1¢4 1e7 1.7 1.9 1.62 150.0 : 8.3
Haryana 0.9 0.8 1e1 108 1.1 1014 105.56 12.8
Maharashtra 0).8 007 007 102 1.4 0096 88089 1809
G.ljarat 005 0_.6_ 0.8 009 1.1 0.78 72.22 2200

: : o S

West Bengal 0.9 1,00 1.2° 1.4 157 1.2 111.11 13.7
Group- A 0.9 0.9 1¢1 1.4 1.4 1«14 105 .56 15.1

' - . iy ) Y +

Karnataka‘ 1.2 13 105 1.6 109 105 138089 12.3
Rajastban 0.9 1.0 13- 1.1 1.0 106 98.15 7.8 g
v Kerala 19 1e7 23 - 2.2 202 2006 190.74 Se1
aAndhra - 103 103\§ 1.5“ 107“ 169% 1054 . 142.59 :' 101
Pradesh : o _

Tamil Nadu 0.8 0.8 0.8 0.9 102 0.9 83.33 :11.5
Group- B 1.22 1422 1.48 1.5 1.64 1441 130.56 9.4
ASSam 0.9 0.9 0.9 0.9 142 0.96 88.89. 8.3
M.P. ' 0.7 : 0.7 0.7 0.8 0.8 0.7 4 . ) 68.52 . 3.6
U.P. O.4 0.5 0.6 0.7 0.9 0.62 - 57.41 22.6
Orissa 0.7 0.8 . Te1 11, 1.2 0.98 90.74 152
Bihar 0.7 1.0 ' 0.9 1.0 11 0.94 - 87.04 . 13. 5
Group-C 0.68 0.78 0.84 0.9 1.04 0.85 ‘ 78.70 . 12.6
ALL INDIA 0.9 0.9 Te1 1.2 1.3 1.08 100.00 9.9

¢ includes pre ﬁnivezSity.



TAELE. 3.|| s

OVERVIEW OF RESULTS s

(PER CAPITA EXPENDITURE ON

GHER DUCATION (REV. ACQOUNT

(IN 1960~61 PRICES)
1968-73 and 197378

UNIVERSITY AND OTHER HI (

Average Per Average Per Per Cent Per Cent Annual Annual Growth rate of
State Capita Exp. Capita Exp. Deviation Deviation Avera- Average 2nd period
on Univ, & on Univ,& from aver- from Ave- ge Growth (1973-78) over
Higher Edu. Higher Edu. age. Trage Growth rate Ist period
n 1968-73 73-78 68-173 73-78  §8-§3 73-78 6873
Punj ab 1452 1.62 200,00 150.00 8.1 8.3 6.58
Haryana 0.96 1.14 126.32 105.56 9.7 12.8 18.78 ,
Maharashtra 0.66 0.96 86.84 88.89 4.2 1849 45.45
Gujarat 0.7 0.78 92.11 72.22 24.0 22.0 11.43
West. Bengal' 1018 102 ‘ 155.26 111.11 -_-5.5 1307 1069
A
‘Karnataka ~ 0.98 1.5 128.95 138.89 13.8  12.3 53.0% )
Rajasthan 1.06 1.06 139.47 98.15 4.2 7.8 0.0 @
Kerala 101 2.06 144.74 190.74  29.1 51 87.27 -
aAndhra Pradesh0.96 1.54 126.32 142.59 12.4 1041 60.42
Tamil Nadu 0.74 0.9 97 +37 83.33 8.6 11.5 21.62
Group = B 0.97 1.41 127.63 130.56 13.6 9.4 45.36
assam 1.0 0.96 131.58 88.89 6.5 8.3 -4.0
orissa 0.76 0.98 100.00 90.74 3.6 15.2 28495
‘Bihar 1048 0.94 634,16 87.04  21.7 13.5 95.83
Group - C 068 0.85 89.47. 78.70  12.1 12.6 25.0
ALL INDIA 0.76 1.08 100.00 100.0  10.9 9.9 42.11
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groups of state8 during the Ist time period. However,
on éh average the high income States and mid income
States have spent Rs.0.33 and Bs.0.32 respectively, which
is above the all India average. Where as the low
incoke states on an average have Spent less than the
all India average of Rs.0.29. Of couse the difference

is not significant during the ISt period.

It is observed that both the high income and mid—
income states en an average have Spent almoSt equal to
each other but the annual averagé growth‘raterflhigh
income states (8.92%) is more than thet of the mid
income S£até (7.66%5. But iﬂaééée ofnl¢w incdme'states
except Bihar all the States have Shown negative annual
growth rate which makes the average figure a negative
one during the Ist per;od. Dﬁring>the first period both
the higheincome and mid income states have allocated
13.79% and 10.34% more on. technical education than the
all India average. But low income States have spent

20.69% leSs than the all India -average.

During the 2nd period (1973.78) except for 1974-75
the expenditure on Technical education has increased
considerably in all the groups of Stétes, which can be

observed from the Table 3,.,13. The annual average growth
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rate being positive for all the three categories of

States. The highest_growth rate has been recorded by
mid-income states. Durihg this period unlike high

income states the mid-incbme States have allocated more

of per capita temS (Rse¢0.34). AS already menticned their
annual averade growth is also the highest (7.81%) and above

the all India avergge.

Altﬁough the low-income stétes‘(m,o;19)'haveISpént
less on an average thanthe'ﬁigh_incoma Sﬁétes(m;o.ao)
their annual average growth rate is’ 5.19% which is more
than that of 4.31% of ths high income states. It can
be seen that mid~income states have allocatéd 21.43%
more on Technical educafion than the all India average.
Compared to this the high income Stafés'havetspehtn7.14ﬂ_
more than the all India averege and low income states -

are 32.14% behind the all India éverage.

By summariSing the two time periodS we can Say

that (refer to the Table 3.14)3

1. only in case of mid-income States of Group B -
the per capita expenditure on an average on
Technical e ducational has increased in real terms

from Ist period to 2nd period. But in case of

-~

both the Group A and Group C it has deBlined in the
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2nd period. This is indicated by the negative
growth rates for these two categories of states.
The growth rate is positive only for the mid-
income states (6.25%'second period'bver the Ist
period). The growth rate for All India is . .
negative too. This reflects the declining Share-
of technical education in total educational

expenditure during the 2nd time period in India.

The annual average growth rate in case of both
mid-.income and 1ow—income'étate8‘have 1ncreased
from Ist period to 2nd period. But in case of

high income states has declined in the 2nd period.

The mid income states have allocated 10,34%
more than all India average duringnthe Ist time
period which increase to 21.43% during 2nd

period in case of techniéal education.

During the Ist period the high-income states
have allocated more than €hat Group B.States
but in the 2nd period}the Group B Statés'dominate

the picture. Similarly the low income states

have less than the all India average during both
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the time periods.

It can be Seen from the Table 3.14. Kerala as an
individual mid-income state, has"aléne allocated
51.72% more than the all India average during the .
Ist period which has increased to 117.86% during
the 2nd period. It has shown an incressing effort
in the field,ofitechniﬁal education éqmpa:§4}tpm a
univéréity ahd highér,edﬁéétidn, ana'Secdndéry
education. But for.e'lementary education its
effort is more than that of technical eéucation.
On the other hand Punjab haS-allocateéf13.79%

and 21.43% less on tecﬁnical education than the
all India average during tﬁe two time periédé
respectively. It is clear that except for secondary
educatibn,'Punjébe‘effort-in univergity and higher
education and technical education is less than

the general expectations.

Tamil Nadu has alSo Spent more than all India
average in per capita terms during both the time
periods. Tamil Nadu is followed by the States

-

iike Maharashtra, Gujarat etc.

It can be concluded that mid-income States-during- -
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the 2nd period like university and higher education
dominate the picture with a positive growth rate,

so far as technical education is concerned.

Thus, these are the main 4 levels of education which

we have discussed. But as earlier mentioned it should

be kept in mind that expenditure on total éducation
includes these 4 levels plus special education, adult
education and eﬁc, which we have not taken into account.
However, before concluding this chapter it 18 necessary
to give a picture of expenditure on total education in
all the 15 States. This will enable us to get the total

picture about educational expenditure in India.

From Table 3.15, it is clear that, on an average
mid-income States have sSpent k.11.1 which is highest
among all the 3 Groups. But the annual average growth
rate is the least among the 3 groups ‘and also below
the all India average. But on an average the mid-income
states have allocated 25.28% more than the all Indié
average on total edﬁcation which is more than that of
the other two groups. So, in tems of levéls of education
the mid-incomé states top'the-liSt. NBut, in tefms of

grovwth of education expenditure, they lag behind.



TABLE - 3.12s PER CAPITA ACTUAL EXPENDITURE, ON TECHNICAL EDUCATION,

(Rev. ACCOUNT) IN 60-61 PRICES

(inRs.)

(1968~73)

Average Per Per cent
Capita Em.

Deviation

Annual average
Growth rate.

States 1968-69 69-70. 70-71 71-72 72-173
on Technical from ave-
Edu. rage

- 1968-73 68-73 68-73
Punjab 0.26 0e21 0e27 0425 0.24 0.25 86421 -0.52
Haryana 0.34 032 0.51 0.37 0.29 0.37 127 .59 1. 11
Maharashtrs 0042 0.44 0.47 0.45 041 0.44 151,72 -0.39
Gujarat 0.32 0e32 0.34 0.36 0.33 0.33 113.79 0.95
West Bengal - 0.11 0.28 0440 0.133 0.31 0.29 100.00 43.46
Group A 0.29 031 - 0.39 0.35 0.32 0.33 113.79 8.92
Karataka 0.26 0.44 0.30 0.27 0.30 0.31 106 .89 9.63
Tamil Nadu 0.27 0.43  0.42 0.62 0.62 0.47 162.07 26.14 2
Andhra Pradesh 0.25 024 0427 027 023 0.25 86421 -1.58
Kerala 0.39 0436 0.59 0.45 0.42 0.44 151472 6 .45
Rajasthan 0.13 0012 0415  0.11  0.11 0.12 41.38 =2.32
Group B 0.26 0.32 0435 0.34 0.34 032 110.34 7.66
AS sam 0.23 0.23  0.23  0e22 0.19 0.22 75.86 -4.51
U.P. 0.20 0423 0423 0.22  0.21 0.22 75.86. 1.53
orissa 0.28 0428 0431 0.26 0417 0{26 89 .66 =15437
M.P. 0.30 032 0430 0.31 0.29 0.30 103.45 -0.68
Bihar 0.12 013 _ 0.13 0413 0.13 0.13 44.83 2.08
Group - C, 023 0e24 0e24 023 0.19 0.23 79.31 -3.39
ALL INDIA 0.24 0.28 0«32 032 0.30 0.29 100.00 6.18.




TABLE 3.13: PER CAPITA ACTUAL EXPENDITURE ON_TECHNICAL EDUCAT ION
(REV. ACOOUNT) ( IN 1960-61 PRICES) 5

(in &se ) (1973-78)
Average Per Per cent Annual avergae
States 73-74 74-75 75-76 7677 77-78 Capita exp. Deviation Growth rate
on Technical from ave-
Edu, rage
7378 73-78 7378
Punjab 0e21 0422 0.22 0.23 0.24 0422 78.57 3.42
Haryana : 0026 0027 0029 0.31 0031 0.29 103057 4.54
Maharashtra 040 0+35 0.40 0.42 0.42 0.39 139.29 1.691
Gujarat . 0.29 0.29 0034 0.43 0.40 0035 125000 9.18
West Bengal 0«25 0022 0.27 0026 0027 ' 0025 89.29 2071
GROUP A 0628 0.27 0.30 0e33 0.33 0430 107.14 4.31
Karnztaka = = 0e27 029 035 0.38 0.41 0.34 121.43 11.14
Rajasthan 0.09 0.09 0.10 0.10 O.11 0.09 32.14 5.27 ‘,f’,
Kerala 040 0.49 0.68 0.70 0.76 0.61 217 .86 18.19
Andhra PradeSh 0022 9022 0027 0.27 0.30 0026 ' 92.86 8.46
Tamil Nagdu 0055 0036 0037 0039 0043 0042 150000 -4.02
GROUP B | 0031 0.29 0.35 0437  0.40 0.34 121.43 7.81
ASSam ,. 0016 ) 0017 0021 0020 0025 0020 71.43 13026
MBP. 0,28 0.24 0.27 0426 0.28 0427 96.43 0455
Uopo ‘ 0017 0016 0019 0020 002‘| 0‘19 67086 5.78
. Orissa 0.16 0.14 0.17 0.15 0.16 0.16 57.14 0.96
Bihar Q.11 0«10 0013 0«12 0013 0.12 42.86 5.39
', GROUP C .  0e18 0.16 0.19 019 0421 0.19 - 67.86  5.19

'ALL INDIA 0427 0424 0.28 0.29  0.31 0.28 100.00 4.01




TAELE- 3,14 s AN OVERVIEW OF RESULTSs (PER CAPITA ACTUAL EXPENDITURE
ON TECHNICAL EDUCATION (REV. ACOOUNT) IN 1960-61 PRICES
(1968-73 .and 1973-.78)

Average Per Average Per cent Per cent Annual Annual Growth rate of

State Capita Exp. Per Capi- Deviation Deviation average average 2nd period
on Techni. ta Expe. from aver- from aver- growth growth (73-78) over
cal Edu. on Tech. age age. rate rate Ist period

BEdu.
. 6873 73.78 £8a73 73.78 68273 73=78 68=73

Punjab 0.25 0.22 86.21 78.57 -0.52 3.42 -12.0

Haryana 0437 0.29 127 .59 103.57 111 4.54 -21.62

Maharashtra 0.44 0.39 151.72 ] 139.29 =039 1.69 -11.36

Gujarat 033 0.35 113.79 125.00 0495 9.18 6.06

West Bengal 0.29 0.25 100000 89029 43.46 2.71 -13.79

GROUP A 033 0.30 113.79 107 .14 8.92 4.31 -G ,09

Karnataka 0.31 0.34 106.89 =~ 121.43 9.63 1114 9.68

Rajasthan O0e12 0.09 41.38 32.14 -2.32 5427 -25.00 b

Kerala . 0.44 ' 0.61 151.72 217 .86 6.45 18.19 38.64

Andhra Pradesh  0.25 0426 86.21 92.86 | -1.58 8.46 4.00

GROUP B 0.32 0.34 110.34 121.43 7 .66 7.81 6.25

Assam 0.22 0.20 75.86 71.43 ~4.51 13.26 - 9.09

Uopo - ’ 0022 Oo19 75.86 67.86 1053 5078 —13064

Orissa . 0026 0016 89.66 57014 —15.37 0096 -38.46

Bihar 0.13 0.12 44.83 42.86 2.08 5,39 - 7469

ALL INDIA 0+29  0.28 100.00  100.00 6.18 4.01 - 3.44
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During the 2nd period}(1973-78) the,higﬁ_income
States on an average ére comparativély in a better
position than the mid-income states during Ist period.

In other words, they have caught up with the mid-

income states. The low income States have spent less
than the high income and mid—income.states in per

capita terms. But their annual averége growth rate which
is above the all India average is cloSe'to that of

the high income states and more than that of the mid-

income states. But unfortunately they have allocated

21.88% less than the all India average on total education. . - -

On the other hand the high income States and mid-income
states have allocate& 20.11% and 17.60% more than the
all India average on total education. So, the direct

relationship between percapita income and total educational. -

expenditure holds good during the 2nd period.

Now by summarising the results of the two time
periods, we would be able to give a picture of the whole

analysis. This can be clearly seen from table 3.17.

The main findings érez

1. There is no doubt that the per capita expenditure

on total education has increased in real terms in
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all the individual states and also in the 3 groups
of States. This indicates the high priority accorded
to investment in human capital over the years in

India.

Although the low income states have épent less on an
average compared to the other groups, their gfowth
rate of 2nd period over the ISt period is 19.18%
which is of course below the all India average and
high income states, but more than that of the mid-

income states.

Even if the high income states have Spent less .
compared to the mid-income states during the 1Ist
period, still their grOwth rate of 2nd peried_over
the first period (22.27%) is the highesﬁ among all
the 3 groups. This has enabled them to catch up
with the mid-income States during the 2nd period,
in which fhere is a direct relationSHip;between

per-capita income and educational- expénditure,

So far as the annual average growth rate is concerned
it has increased from 6.2% to 10.8% in case of high
income states from 4.8% to 9.1% in case of mid-income

states and 5.1% to 10.2% in low income states during
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the Ist and 2nd period reSpectively. But it éhould
be noted that during the first period all the groups
of States are below the all India average but are -
above than the all India average in the 2nd period.
It is clear that the increase in annual averége |
growth rate in case of low income_stateé is the

highest among all the 3 groups of states.

It is clear that the mid-income states have allocated
25.28% more than the all India average comoared to
that of high income state's 19.07% during the Ist
period. But during the 2nd period the high income
states have allocated more than that of mid-income
states, i.e. 20.11% in case of high income states
whereas 17.60% in case of mid-income States. On the
other hand the poor income states have allocated

less than the all India average during both the

time periods. In the Ist period the direct relationship

between per-capita income and educational expenditure

does not hold good unlike the 2nd period.

Kerala a mid-income state has spent Rs.16.52 and
RS« 19.50 in per-capita terms durihg Ist and 2nd
period respectively which is the highest among all

the individual states. No doubt, Kerala's educational
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effort is best among all the states of India and it
perhaps explains why it is the most literate state

in India. Expenditure in elementary education has .
-a lion's share in the ﬁotal educationalvexpenditure

in Kerala.

7. Punjab, a rich state on the other hand has shown
its effort to be less than that of Kerala's but
more than that of other States; ‘But, - as pointed
out earlier in temms of secondary education it tops

the list. This has implication in terms of more

employment and growthe 7

8. Aamong the poor income states except for Assam
in the Ist period, all other states (M.P., U.P.,
Orissa, Bihar) have Spent much less than the all
India average in terms of per capita expenditure
during both the peribas. In Indiah context it is
true that a poor income state has a low educational

aeffort,

However, after analysing all the levels of education
and also total education, we can draw the conclusion that
the educational effort of Kerala as a mid-income state

is the best among all the States. But the very basic



TABLE 3,15 s TOTAL PER CAPITA ACTUAL EXPENDITURE, ON EDUCAT ION
(REVENUE ACCOUNT) (IN 1960-61 PRICES)

7 1968-73
(IN Rs.)

Average Per Per cent Annual average

Capita Expe. Deviation growth rate
State 1968-69 69-70 70-71 71-72 72-73 _Poie from aver—

(Total) age

68-73 68-73 68=73

Punjab 11.9 12,5 13.0 13.5 15.6  13.3 150.11 7e1
Haryana 9.1 10.0 1007 11¢1 1006 1003 116.25 4,2
Mahargshtra 9.5 10,6 11,5 111 12.2 10.98 123.92 6.7
Gujarat 7.8 8.6 100 10.3  10.2 9.38 105.86 7.2
West Bengal 7.4 8.5 9.4 9.5 9.1 8.78 99.09 546
GROUP A 9.14  10.04 10.92 11.1  11.54 10.55 119.07 6.2
Karnataka 8.8 9e3  11¢2  10.4 10.8 10e1 113.99 5.7
Andhra Pradesh 7.4 8.0 9.1 8e3 8.4 8.24 93.00 3.2 @
Kerala 15.1 16e4 171 174 16.6 16.52 186 .45 2.5
Rajasthan 8.2 8.7 OQe¢5 9.7 1003 9.28 104074 5.9
GROUP B 9.84 1058 1166 117 1172 1141 125.28 4.8
Assam 10.2 10.9 10,7  10.2 8.8 10.16 " 114.67 ~3.3
u.p. 4.5 5.2 542 6.1 6.2 5.44 61.39 8.6
Ofissa 603 607 703 7.6 704 7-06 79.68 4.2
M.P. 7.2 8.6 8.1 8.3 91 8.26 93.22 6.4
Bihar 3.9 5.0 52 S.0 S5e5 4.92 55053 9.6 :
GROUP C 6.42 7.28 7.3 T.44 7.4 - T.16 . 80.8% 5.1
ALL INDIA 7.5 8.2 9.2 9.6 9.8  8.86 100.0 7.0




TOTAL - 3.163s TOTAL PER CAPITA ACTUAL EXPENDITURE ON EDUCAT ION
{REV. ACCOUNT) (In 1960-61 PRICES)

((in ®.) 1973-18
R.E. Average Total Per cent Annual average
State 1973-74 74-75 75.76 76-77 717-78 Per Capita Deviation growth rate
Expe. from aver-
age
73-78 73.78 73.78

Punjab 14.4 14.5 1745 19.3 20.4 17.22 160.34 9.4

Haryana 10.1 10.1 11.9 13.8 14.9 12.16 114.15 10.5
MaharaShtra 1105 1202 1404 14.3 1501 1305 125.7 T3

Gujarat 8.6 9.7 11.8 17 95 15.9 12.7 118025 ' 18.4

West Bengal 75 709 9.6 9.5 1003 8.96 83.43 8.6

GROUP A 10.42 10.88 13.04 14.88 15.32 12.9 120.11 10.8

Karnataka 9.8 10.2  11.6 12.1 14.2 11.58 107.82 9.9

Rajasthan 8.7 809 10.4 1008 1200 10.16 9406 8.5

Kerala 157 16.7  21.1  21.7 22.3 19.50 181.56 9.6

Andhra Pradesh g,9 8.4 10.2 10.8 12.5 10.16 94 .6 9.4 ©
Tamil Nadu. 10-5 10.8 1007 1 206 1401 11.74 109031 7 «9 O
GROUP B 10.72° 11.0 12.80 13.60 15.02 12.63 117 .60 9.1

AS sam 8.4 9.6 9.8 9.3 12.5 = 9.92 92.36 11.4

M.P. 8.4 . B.4 8.9 9.0 9.9 8.92 83.05 " 4.3

U.P. 61 7.2 8.8 8.3 8.9 7 .86 73.18 1044

Orissa 7.0 7.7 9.7 1001 10.9 9.08 84.54 12.0

Bihar 5«6 5.4 6.8 5.2 T «9 6.18 57 054 12.7

GROUP C 7.10 7.66 B8.80 8.38 10.02 8,39 7812 1042
. ALL INDIA 9.0 9.5 , 11.1 11.5 12.6 10.74 ©100.0 8.9

R.E. - Revised Estimates.



TABLE- 3.17 s AN OVERVIEW OF TOTAL PER CAPITA ACTUAL EXPENDITURE
(REV. ACCOUNT) (IN 1960-61 PRICES)
1968-73 and 1973-78

Average Total Averate Total Pefcent Percent Annual Annual Growth rate of 2nd
States Per Capita Per Capita Deviat- Deviat- #verage average period (1973.78) over
Bxp, On Edu. EXp. on Edu. ion from ion from Growth Growth Ist period
Avergge average rate rate
68.73 73.78 68-73 73-78 68~73 73.78 68-73
Punjab 13.3 . 17.22 150.11 160434 T4 9.4 29.47
Haryana 103 12416 116.25 114015 4.2 1065 18 .06
Maharashtra 10.98 13. 5 123.92 125.7 6.7 73 22,95
Gujarat 9.38 12.7 105.86 118.25 Te2 18.4 35.39
West Bengal - 8.78 8.96 99.09 83.43 5.6 8.6 2,05
GROUP A , 10455 12.9 11907  120.11 6.2 10.8 22.27
Karnataka 10.1 11.58 . 113.99 107 .82 5.7 2.9 14 .65
Rajastmn - Q428 ‘ 10016 . 104074 94.6 5.9 8.5 O.48 —t
Kerala 16.52 19.50 186.45 181.56 2.5 9.6 18.04 b=
Andhra Pradesh 8.24 18.16 : 93.00 94,6 3.2 9.4 23.30
Tamil Nadu: 1136 1M.74 128.21 '109.31_ 6.7 7.9 - 3.34
GROUP B 111 12.63 125.28  117.60 4.8 91 13.78
"M.P. 8.26 8.92 93.22 - 83.05 6.4 4.3 7.99
U.P. 5.44 7.86 - 6139 73.18 8.6 10.4 44.49
Orissa 7.06 9.08 79.68 84.54 4.2 12.0 28.61
Bihar 4,92 6.18 55.53 57.54 9.6 12.7 25.61
GROUP C 7.16 8439  80.81 78.12  S.1 1042 17.18
7 21.22

ALL INDIA  8.86 10.74 1000 100.0

[ ]
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question that arises is why then Keralé is in the mid-income"
states of Group B 2 How can a mid;in¢ome-8tate.give_ So

much importance to education. And, why the traditional
direct relationship between income and educational
expenditure does not hold good in case of Punjab and Kerala.
Prima-facie it appears that priorities are perhaps dif ferent
in case of these two States., While in case of Kerala

the emphasis is on elementary education in case of.Punjab
the emphasis is on secondary education, though in terms

of total Kerala is ahead. Secondary education is important

from the view point of employment and growth. The negligible e

importance of Secondary education has perhéps led to lower
growth rates alongwith high literacy :atio.' So, it would
not be entirely correct to Say that the traditional theory
fails in case of Kerala. But, it would be too premature
to jump into a definite conclusion, because we have not
tried to estimate the precise impact of educational

expenditure on economic development, which is done in the

next chapter.




CHAPTER - IV

IMPACT OF EDUCATIONAL EXPENDITURE ON ECONOMIC
DEVELOPMENT IN INDIA,
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Education is a process whereby new kndwiedge is
acquired. The development and growth of the economy
depends to a large extent on thiS'acquired‘knOWledge.
Government, therefore, invests in eduqation with a
view to promote economic development though there are

other important Social objectives £00.

However, the interesting point is that the lével
of government expenditure is not determined by some
objective analysis of absolute 'needs‘', but by the
perceived level of needs in relation to the development
and growth of the econohy as a whole. Thus our'ﬁain
objective in this chapter is to find out the possible
impact of educational expenditufe on some of the important
indicators of economic development and aiSO some of

the indicators of social development in India.

Before going to the détails of ‘the analysis of
the coplex relationship it is necessary to give some
theoretical idea about the possible contribution of

education towards economic and social development

in India.

Increase in total national product may be due to



103

-

the use of more labour, the use of more physical capital,
the use of better labour, the use of better machines and

the more efficient allocation and use of labour, materials

and machineS.10

Firstly it should be realized that' the use of more
labour will contribute to such an increase in the per
capita national product only if the ratio of working to
non.working people increases. This ratio particularly
depends on Some important factors like the i) age
compoS8ition of the population ii)_thealabour force
participation rate iii) the employment rate and the
length of the work week. Tﬁese factors may be positively
or negatively influenced by education. For an example,
education has its impact on mobility of labour which in

turn affects the employment rate.

Secondly, ,since the use of physical capital depends
on the saving habits and investment propensities of the
people education may influence both saving and investment.

But it may be positive or negative. Positive in the

r’s

10 Machlup., Fritz; " Education and Economic Growth",
University of Nebraska Press, Lincoln, 1970,p.6.
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sense that the propensity to save may increase. Similarly
negative in the Sense that the propensity to consume may

increase.

Thirdly, when we are concerned with the use of better . = .

labour which clearly implies the quality of labour,
education can play a Singificant role. Improvement in

the quality of labour depends upon Some important factors
like - |

i) better working habits and diécipline,vwhich
increase the labour efforts, | |

ii) better health through the sanitary ways 6f
living,

iii)improved skills and increased efficiency,

iv) the adjustment habitS with momentary changes,

v) increased willingneSs to move into more productive
jobs when oppoftunities are there.
All these factors‘may be poéitively influenced

by all levels of education and thereby can increase the

\
quality of labour,

Fourth, in case of use of better machines, education

can help the people by making them more interested in
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improved machines and more capable of utilising it.
And secondly through research and development people

may be able to invent or develop new techniques and

new machines,

Fifthly, though the efficient allocation and use of
materials and other inputs may not directly depend
on education, some of the factors upon’which efficient
allocation depends, can be positively influenced by
education: For example, a) technical progressAnéi
embodied in the machines but advanced by trained
personnel; b) efficiency in management and c)*mdbility_”

of labour, etc. all depend on the quality and extent

of educatione.

Thus, these are then five factors which may

posSsibly be influenced by education and thereby increase

the national product in the economy.

When we talk about agricultural production man is
the central catalyst in the produc£ioh process, He is
the main decision-maker i.e. what to plant how to plant,
how to protect it against pests and diseases etc.etc.
So, man and his economic behaviour directly affects the

agricultural growth.
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In fact, education increases the farme:s inquisitive-
ness which help them for Self-discoVery of new knowledgé
about the operation of his own farm. And this self-
discovery is an important ingredient which is necessary

for agricultural growth. | : g

Similarly, education also provides a wider knowledge
of different altermatives. For an example,a famer who
knows only one way to grow a crop can-be provided by the
help of extension education with a possible alternative
crop. AS a result of which his freedom of choice regarding

the techniques of production will be widened.

However, the contribution of general educatiéﬁ
towaras agricultural growth is at best a time-lagged ‘
one. But the contribution of basic education~iS immediate~~;i
and a short-run one which provides the infractural skills
i.e, reading, writing and arithmatiél First they improve
the transmission of further knowledgefv Seéohdlf, they
help the farmers to keep records of farmm operations
and to make sSimple calculations inorder to determine

optimum factor combinations and to reduce cost and to

11 Wharton, Clifton. R.,"Education and Agriculture
Growths The role of Education in Early Stage
Agriculture”, (ed.), Anderson, A. and Bowman, M.J.,

Education gnd Economic Development, Aldine Publishing
Company, Chicago, 1965, p. 208. - -
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increase output.

Similarly, in case of industrial growth also
education has some contrilution. For example - the
technical progress which is not embodied in machines,
but certainly engineered by trained personnel, is an
important ingredient of industrial growth. Edﬁcation
also improves the managerial ability of tbe management
body which also positively influence the industrial
production. These factors lead to a more efficient
allocation of resources and hencevreduee the cost and

e

augment productivity and output.

Among the social indicetore like the birth rates, -
death rates and infant mortality rates, education
seems to influence posSitively as in the case of Kerala.
This shows their awareness about the need for a small
family and better health care. This has been made possibleeM
by education. Of courSe maSs media can play an important
role, but it is not sufficient enough to arouse the
consciousness of the people. Therefore it can be rightly
said that education and development are the best contra-

-

ceptives.,

However, it is true that development which is a
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dependent variable depends on a number of independent
variables and education is one of them. It is very
difficult to quantify the contribution of different
factors. But in this chapter we will try“our best to
find out the possible impact of expenditure on education
on Some of the important indicators of economic and social
development. For an example, its effect on i)sSDP, 1i)
agricultural production iii) industrial production

iv) on birth rates, death rates, infant mortality rates
and also v) its impact on literacy”rafe in the 15 major
states of India. More specifically we are interested
in the nature of relationship that exists between

educational expenditure and the development indicators.

An important point which should be kept in mind is
that, expenditure on education today can not have any
immediate impact on the economy tomorrow. Rather the.
effects reveal themSelves after Some tiﬁe lag. That is
why in order to show the impact‘of educational expenditure -
during the period 1968-69 to 77-78 we have taken the
dévelopment period as 1978-79 to 87-88, i.e. we have takeﬁ
a lag offao years. But certain other results can be

achieved in shorter time periods too. It can be assumed

with reasonable accuracy that the educational expenditure,
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can produce results in temms of literacy rate after a
lag of 3 to 4 years. Now let us proceed to explain the
variables and the results of regression and correlation

analysiSo

In the earlier chapﬁer we had found out the growth rates
of educational expenditure of different categories of
States classified on the basis of income. 1In this chapter
an attempt is made to find out the impact of educational
expenditure of one period with the indicators of economic

and social development of a future time period.

Specifically, we itend to study for an example, whether
thé expenditure on education during (1968~78) had any
Significant impact on the growth rates of different states
during (1978-88). As explained earlier in methodologdy,
we have divided the time period into two parts. The
educational expenditure of 196873 is linked with the
growth rates of 1978-83., Similarly, expenditure of _
1973-.78 is linked with the growth rates of SDP, Agriculture
and Industry of 1983-88 period. | |

We have also linked the expenditure during (1968-73)

with the levels of development during 1982-83 and expenditure
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during (1973-78) with that of 1987-.88. In this case
we have taken the absolute figures and not the growth

percentages,

In case of literacy rate, we have taken a lag of
3 years and in case of birth, death and infant mortality
rates we hé?e taken a lag of 10 years. In the caSe of
these Social indicators we have taken the total expenditure
during the entire time period 1968-78. The analysis is
done through bivariate cross-Section regression analysis

dsing the data for 15 major Indian states,

Dependent Variables

a) ¥ = YAt - YAt - 1 x 100

Yot - 1

where, y,, = Growth rate of net state DomeStic
product at factor cost of a state at current prices

for the vyear t.

Yo = net SIP at factor cost during a year t.
YAt.1 = Net SIP at factor cost during the year
(At - 1).

b) Similarly the growth rate in contribution of

Agriculture to SDP =

Y. Y.
tha Bt =« Bt = 1 X 100

YBe - 1
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where the subscript B refers to the contribution

of agriculture and t refers to the year t.

c) Similarly the growth rate in contribution of

Industry (manufacturing) to

SDP = .
Y Y i
Yot - 1

d) Similarly while relating the levels of development
with educational expenditure the dependent variables
are YA, YB and YC for SIP, Contribution of Agriculture

and Contribution of Industry respectively and not the
growth percentages.

e) Ype refers to the literacy rates, Ygpe Ype and Y
refers to Birth rate, death rates and infant

mortality rate8 respectively.

4.1.2 Independent Variables

X = total education expenditure

We have taken total educational expenditure as
the independent variables as we are interested
to £ind out the degree of its relationship with

the levels of development as well as growth.
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ationss

We have two Sets of regreSsion equation for two

different time periodsf

1o

2.

- Ypae

= mx + C or, :
Yy = (1978-83) = B x (1968-73) + C cevuva(d)
where Yag = SDP annual average growth rate in
current prices for the first time period

(1978-83) .

X = total educational expenditure during
(1968-73) . In other words we have taken
a lag of ten years. We have related the
SDP growth rate with the educational
expenditure of the previous period, with

a lag of 10 years,

Similarly, for the 2nd period we have another

Simple regression equation.

Similarly the growth rate of contribution of
Agriculture to national income, we have two
different sets of equation. For two different
time periods we have two sets of equation.

The independent variable remains same for
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the two time periods. Only the growth rate of
SDP is replaced by the growth in the contribution
of agriculture to national income. The time

lags also remain the same.

The equations are:
Yp (1978-83) = P X (1968=73) + C seeeee (iii)
YB (1983-88) = F X (1973-78) + C oootwoo(iV)'

Similarly the equations for industrial'deVelopment
indicator ares
Yc (1978-83) = P X (1968—73) + C oooooo(V)

Yo (1983-88) = B x (1973-78) + C seeees(Vi)

Now coming to the levels of development the
equations relating to SDP -
Y, (1982-83) = P x (1968-73) + C esaeas(vii)

YA (1987—88) =-F X (1973-78) + C oooc-o(Viii)

Similarly the equatiens relating Agriculture -
Yy (1982-83) = B x (1968-73) + C eeeeee(dix)
Y (1987-88) = B x (1973-78) + C ceenea(X)

Similarly the edquation relating to industry -
Y. (1983-83) = B x (1968-73) + C seeees(xd)

YC (1987-88) = F X (1973—78) + C oooooo(Xii)
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Te In case of Social indicators we have not divided
the total timevihto two periods. We have taken
the educational expenditure during the whole time
period ‘1968-78) and then tried to estimate its
impact §n the literacy rate ‘1981); and birth;

death, and infant mortality rates of 1987.

It is assumed that literacy rate cén be‘altgred
with a smaller time lag with more educational expenditure .
Unlike the previous 6 sets of equationS we have taken
educational expendituré during (1968-78) in cbﬁStant-m
prices and in percapita terms. In the earlier sets of
equations both the dependent as well as the independent
variables were in current prices and'expressed in absolute
monetary tems. But, in this case the dépendent variables
are expressed in percantages or, per thousand terms. SO,
it was imperative that the independent variables in this
case be also expressed in percapita constant prices.,

The equations are -

YD = P X (1968—78) + C pevese (Xiii) -
as defined.earlier YD refers to

literacy rates of different states.

Similarly,
YE = F X (1968—78) + C LICI I (XiV)
where YE refers to birth'rates of

different states, during 1987§
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Similarly,

Yy = B x (1968-78) + C ceeeeelxv)
where Y, refers to the death rates of diff.
erent sStates during 1987 and YG = p X

| o (1968-78)+ Ci.(xvi)
where YG refers to the infant mortality

rates of different states during 1987.

From the regression analysis we also get the
correlation coefficient (r) values. While the correlation
coefficient throws some light onxthe relationship
between the dependent and the indepeﬁdent variables,

the regression coefficient tells about the degree of

their relationship in a ceuse and effect manner.

Correlation and Regression Analysiss

- variable and the dependent variable.

In this section we have linked the various explar__iatory/
independent variables of our regression model with the
dependent variable thrbugh KarL-PearSOh's correlation
coefficient (r) and regression coefficient (P). This
will help us in kncwing the nature and degree of relgt;gnémj
ship that exists between each explanatofy/independent |
So; the Corfelation
coefficient (r) would tell us whether high growth
rates and levels of devéiopment are éssociated with
high educational expenditure or, not. Simila:ly. the

regression coefficient would tell us about the degree

of their relationship.
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4.,2.1 Expenditure on Bducation and SDPs

The correlation coefficient for the first time
period was negative (-.224) (Please refer to Table 4.1)
implying that higher educational eXpendituré were ot
associated with high growth rates.’ 0f course the vaiue
of correlation coefficient is not high enough to come
to some definite conclusion. But the Situation has
changed for the better during the second period. This
is reflected by the positive corre;atidn coefficient
of the Second period (.41). This indicates that higher
educatienal expenditure during (1973-78) is associated _
with the higher annual average growth rates of (1983-88).
It should be borne in mind that the value of correlation

coefficient 15 not only positive but also high unlike
that of the previous period,

Now coming back to the levels of development we
find that higher educatical expendituré during (1968-73)
and (1973=78) is associsted with very high values of )
SDP during (1982.83) and {1987-88) reSpectiveIQ. This
is reflected by high correlation coéfficient bf positive
nature of (.83) and (+89) reSpéctively for (1968-73) and
(1973-78) periodsf |

Now analysing the regression coefficients related



TABLE -~ 4.1 ¢ REGRESSION AND CORRELATION COEFFICIENT (ECONOMIC INDICATORS)

DEPENDENT VARIABLE

Independent .
variable - X with SDP with SIP with Agri- with level with growth with lewvel
Educational Growth level cultural of Agricu- of industry of industrial
Expenditure - Growth ltural development.
Time Period development
1968-73 (r) -.224 .83 - 3524 503 0.195 «845
1973-78 (r) . 41 .89 +2245 «692 -414 .843
1968-73 (F) -2+29 29.05 -1.295 6.883 557 734

(t) -.829 5.315 -1.357 2.098 716 5.697

: -07 a -07 @ o

1973-78 QF) 2.262 25.92 - 54356 7.614 3.12 6.720

(t) 1605 7194 «831 3.456 1.64 S.47

LLL

it

Table wvalue t

Significant at 1% devel (two talied test)

'(0-01. atf = 13)'é'3.012 (1% level of significance)
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to growth and levels of developmenﬁ we find that in.

case of growth the results are not satistically signi-
ficant. But in case of levels the results are statisti.
cally significant. Of course in case of levels it

would be erroneous if we attributerthg whole of P

value to changes in X or, educational expenditure.

In othar words, we should only conclude that
since the positive P values are significant at 1%
level there 1is some positive relationship between
the educational expenditure and SI¥P levels. But same
cannot be said about the relationship between educational

are not

g

expenditure and growth rates as P values
statistically Significant. But during the first time

period it was negative and for the second time period

it was positive,

In this case of growth rates the educational
expenditure is in thousand rupees and growth rates are
in percentages unlike in case of levels where both the
dependent and independent variables are in Same monetary
units. So the P values shows the change in y for a
thousand rupee change in educational expenditure and
hence the F values are too small. But, from3th§

negative value in the first time period and a positive
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value in the 2nd period we can conclude that the

situation has improved for the better.

e

Expenditure on Educationband Agricultural Developments
The correlation coefficient for the first time
period was « 35 (Please refer to.Table 4.1) where as,
for the secoﬁd time period it was .22. SO, like the
SDP in case of Agricultural growth toé we have foﬁnd
better results in the second time period. Of courSe

the values are hot So high.

Coming to the le&els of agricultural development,
the correlation coefficients are both positive and |
high though Second period has shown a slightly better
result implying better impact of educational expenditure

on agricultural development.

Lixe sSDP, regressidn coefficients were negative
for the first time period where as it was positive for
the second time period. Of courSe they were stétiStically
insignificant. But this confirms our earlier finding |
that educational expenditure ,» Of second period had a
better impact on agricultural growth} Similarly coming
back to levels of development we have a better result
for the second time period. The regression coefficients -

are also statistically significant.
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Expenditure on Education and Industrial Developments

The correlation coefficients relating to industrial
growth are +195 and .414 which can be seen from the
Table 4.1, during the first and Second time period
respectively. Certainly this also implies a better
impact for the Second period. But in case of r relating
to the levels we do not have any éieér cut picture
since correlation coefficients are high in both the time
period and not significantly different. This implies
that though higher leQels of industrial development
are associated with higher educational expenditure,
higher growth rates of industrial value added is |
associated with it only during the secornd time period.

The regression coefficients associated with industrial
growth are not statistically significant like SDP growth
rates and agricultural value added growth rates, Buél
coming to the levels we £ind that the degree of relation-

ship between it and educational expenditure is not only

positive but also very high too in both the time periods.

Expenditure on Education and various Social Indicatorss

Though it is very difficult to estimate the impact
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of education oh growth‘rateS*and levels ¢f-de§e1o§ment
in terms of SDP, contribution of agriculturé to national
income, contribution of industry to national income,
it is indeed easier to estimate the impact of educational.
expenditure on Social indicators like literacy rate;
birth rate, death rate and infant mortality rates.
Literacy rate is affected in the short run (a lag of

3/4 years) and in turn raises the lével of awareness

for the need of a émall fanily; We are of the opihion
that education can raise the conSciousness of the people
more than any media campaign. It is needless td add

that expenditure on education can easily lead to higher

literacy rates.

The analysis of correlation coefficients éhows-i
that (Please refer to Table 4.2) while it is pOSitiVé¢
and very high (.85) for literacy rates it is negative
though very high for birth rate (-.74),‘death.£ate(;;56)
and infant mortality rate (-.81) Shows that higher - -
educational experditure are associated with high literacy

rates, low birth and death rates and"élso low infant

mortality rates.

Similarly the regression coefficient was positive
(1.56) in case of literacy rate signifying the positive

impact of educational expenﬁture“onvliteracy rates,
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TABL E= 4.‘3 t REGRESSION AND QORRELATION COEFFICIENTS.
' (Social indicators)

Independent DEPENDEINT VARIABLE

Variable « X Literacy Birth- Death -  Infant - :
Expenditure, rate rate per rate per mortality rate per
on Education 1000e. 1000. 1000. :

Time Period.

1968-78 (r) <84 -.75 -e56 -.81
o i K1) F
1968-78 (p) - 1456 -1.001 -0.83 -6.27

# = Significant at 1% level (two talied test)
#% = Significant at 5% level (two talied test)

N.B = In this case independent variable is5 in
percapita constant prices where as in case
of economic indicators they are in absolute
current prices,
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The t value is alSo significant at one per cent level.
But in case of other 3 indicators thé/coefficients
are negative implying that educatidnal expenditures have
been the casuse of reduced infant mortality, birth and
death rates. It would not be totally out of place to
mention thai it is widely.documented that family planning
drives were most successful in Kerala which has a very
high educational expenditure and high literacy rate. The
impact i8 ~.,567 for birth rate and -.391 for death rate

and -6.27, for infant mortality rate.

4,3 . An Overview of ResultSs

1. The correlation coefficients and regression
coefficienﬁs (though statistically insignificant)
confirm that educational expenditure.durinthhe .
2nd period (1973-78) had a better impact on
different indicators of development namely SIP
growth, value added growth in agricultufe and

value added growth in industries.

2. The impact of educatiocnal expenditure on grovth
rates of various indicators of development was
found to be statistically insignificant though

they were higher in case of second time period.
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On another plane, we had tried to estimate the
impact of educational investment on levels of
economic development. But this is a very difficult
exercise as levels of development as well as growth v
depend on many factors of which educational investment -
is only one. So, higher coefficient values Should
not lead us to any defini;e>conclusion. But we

can afirm that higher levels of dévelopment

relating to all ﬁhe three indicators aré”éssociétea
with high educational expenditure of the previous
period. This certainly tells us that the educational
éxpermtu're does have a poSitive impact on the
levels of development. But how muéh-it is very

difficult to predict.

But it is easier to estimate the relationship of
educatioal expenditure with thetSocial indicators
like literacy rate, death birth and infant mortality
rates. The correlation coefficient and regression
coefficients were very high reflecting a higher

degree of relationship between the'two variables,

High educational expenditure is certainly associated -

with high literacy rate, low birth, death and infant -

mortality rates of a future time period. In other
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words we can definitely say that higher educational

investment has raised the literacy ratio lowered the
birth, death and infant mortality réteS. Now we can
affirm that education is the best contraceptiﬁe. The

classic example being provided by Kerala.

In other wordS; the Indian experience confims that
education not only raises the awareness about a small
family it also gives a protective covéf to the.infants.
It can be concludedbthaﬁ education is the vehicle of

social change.




CHAPTER - V

CONCLUGSTION
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The idea that education was beneficial was accepted
as a universal truth from the days of Adam Smith and Alffed
Marshall. Marshall the most articulate of the classicists
emphasized the role of 8kills in increasing productivity
and 8pecifically identifiedvéducation'not only as a target

but 8lSo as an instrument of economic deve10pméﬁt;12

Education is regarded both as a condition and stimulant
for economic development. - Investmentlinfeduéation is a
means; knowledge, skills and attitudes of'the people are
the final product. The economists world over have realized
that education is not merely a consumption good, it is a

means to an end and would enable man to get the best out

of his environment.

Therefore in developing‘economies education and '
educationists are making increasingly larger claiﬁs on
scarce public resources. And India is no exception either,
Naturally the authorities are also Seeking answers to
questions like what are the productive returmns from the

educational expenditure. Education is no longer considered

.-

12 Rao, VeK.R.V., “Education and Economic Development",
Education and Human Rescurce Development, Allied
Publishers Private Limited, New Delhi, 1966,

p. 570 .
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as an end in itself, nor is it confined to imparting
of knowledge and develupment of persénality. The criteria
that are applicable to investment in general are also

considered relevant in'case of education. : -

The Indian planners and resource administrators had
also realized that development of physicél resourceskgr;
economic growth itself depended on investment in physical
inputs as well as human resources. Therefore education

came to be regarded as an important investment in the

plan erae.

Educational investment can come from the public sector,

the private sector or other sources which include foreign

aid also.

One aim of our analysis was to study the financing
of education through the different socurces of educational

expenditure.

Since education is regarded as an investment and
as an important productive factor, there should be a-
real growth in educational expenditure in the economy

which in turn would prométe economic development in the
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economy.

Our Second aim therefore was to étudy the real
growth of educaticnal expenditure in 15 major Indian

states during the time peribd of 1968.78; a period of

ten years,

As the economy devélops‘it~allocate8 mofe'on.each
type of investment including education. 1In otherwords,
as the economy develops, both the indices of educational
growﬁh and economic growth tend to move in the same
direction. Although it says nothing about the trzin of
causation but still we know that Some educétional effort
leads to increased produétivity. This ultimately increases
the national incomelof the economy as a whole and thereby
raises the standard of living of the people.v on the
other hand as income rises, people's want for better

education goes upe.

Thus, there are two effectss one is the effect
of growth of educational expenditure on national income.
This effect we may Say 1s not so well established. But
there is the other effect, that of riSing-incomes of the

nation on growth of educational expenditure which is..
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much faster and more certain in nature.13

However, both the growth of educational expenditure

and growth in national income are interdependent and
also interrelated. Our final and third aim was to Study
this complex rélationShip between education and economic
development in 15 major Indian States, We have tried
our best to find out ﬁhe possible impact of educational
expendifure during (1968-78) on various economic and

social indicators of a future time period, i.e. (1978-88).

Summary of Conclusions

The major findings of our analysis are the followingss

Se1 Financing of Educations
Although we have taken into account the financing
of education during British period, our main emphasis

was on the financing during post-independence period.

Certain significant achievements during the British

period were -

13  Machlup. Fritz, °Education and Econamic Grbwfh“,
University of Nebrasaka Press, Lincoln, 1970, p.2.
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The enactment of legislations for the appropriation

of state revenues in financing education.
Their most important contribution was alienating

education from religion and thereby making it more

Shifting of emphasis among the financial resources

of education like fees began to be realized on a
The graded system in educational institutions was

During the post-independence era, the sources of

1
educational finance are classified as = 4

d) Local govemment/bodies (zila Parishads,
- Mugipalities and Panchayats).

a) students/parents, e.g. fees/maintenance costs.

b) Endowments and donations.

2.
secular.
3.
compulsory basis,
4.
introduced.
Se
i) the public sectors
a) central governmént
b) state government
ii) the private sectors
14

Tilak J.B.G., 'Education Finance in India‘,
NIEPA, New Delhi, 1985. '
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iii) Other sources including foreign aid.

Out of the public sector, the share of the central
and state goverhment in the total, educational

finances increased over the years.

The growth in the educational finances:bn the part
of government is mainly due to the responsibility

of the government to build a new, modern progressive
egalitarian socio-economic system in the country.
and secondly, a large amount of finances goes as

Ssubsidies to weaker sections of the society.

. 80 far as the educational effort is conczsrned, the

states on an average are allocsting at around

20% of~theirlbudget to education.

The objects of educational expenditure are divided
into direct and indirect categories during the

post-independence period.

The direct object refers to = ‘ i
i) General education

ii) Professional education

iii) Special education
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The indirect object refers to-direction, inspection

scholarships etc,

11.

The types of educational expenditure are classified
as plan and non-.plan expenditure., It is the
non-plan expenditure, which alone accounts for
nearly 80% of the total educational expenditure
during the entire plan era. o “

5.2 Growth of Educational Ezpenditures

1.

2.

There has been a éteady increase in the per capita
expenditure on total education in real temms in
all the individual states ahd groups of statgs.
The increase in expenditure in real terms has taken
place in elementary, secondary, university and

higher education and also in technical education.

The low income StateS have allocated less on

total education on an avetage'compared to other
graups of states. But their growth ratévoi 2nd
period (1973.78) over fhe Ist peridd (1968-73) is
more than the mid-income states. Of course the
grovth rate of low income states i8 below the 511-

India average.
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The high income States of group A have Spent

less than the mid-income States on totsal eduéafion
during the Ist period (1968-73). But still their
growth rate of 2nd period (1973.78) over the Ist
period (1968-73) i8 the highest among all the 3
group8 of sStates. Their gtoﬁth rate is also above

the all India average figure.

So far as the annual average growth rate of total
education is concerned, it was below the all India
average during the Ist period in all the 3 groups
of 8tates. But it has increased in real tems in
all the three groups of states duéiné the 2nd period
(1973-78) . The increase is more in case of low

income states than the other two groups of states.

During the Ist period-(1968,73) the mid-income
states have allocated more on total edﬁcation ﬁhan
other two groups of 8tates. But during the 2nd
period (1973.78) the high,inqome.étates_have spent
more than the mid-income and low incomé States,
But the poor income states have Shown a poor

educational effort during hoth the time periods.

- Kerala a mid-income State, has allocated the most
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among all the individual states on total education
both during Ist (1968-73) and 2nd (1973-78) period.
There is no doubt that the educational effort of

Kerala i8 the best among all the states in India.

On the other hand Punjab a high-income state has
not sSpent enocugh on'totalzadgcatiqng“ Of course

its position i8 above the low-income states and
some of the mid-income states,

Unlike the expenditure on elementary education,
Kerala has spent less on secondary education during
both the time periods: This accounts for 1ts /

high literacy ratio.

Where as Punjab whoSe effort was less on eleméntary
education thaanerala, has spent more on 8econdary
education both during the Ist (1968«73) and 2nd
(1973.78) period. Expenditure on secondary education
i8 a crucial determinant for employment and growthe

Punjab being a high growth state spends‘morc on

Secondary education.

Kerala has allocaﬁed more on university AQd-highérm

education thén the secondary education during both
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the time periods. During the 2nd period it has
S8hown a better educational effort than Punjab in

case of university and higher education.

The high income States as a wholg'have Sshown a
declining effort in case of university and higher
education than Secondary education. But the mid-
income and low-income States have allocatéd hore

on umiversity and higher education than on secondary

education during both the time periods. As mentioned

earlier expenditure on Secondary education is more

important for growth.

So far as technical education iS concerned, Kerala
has shown an increasing effort in the field of
technical education compared to secondary, university
and higher education. But its effort for elementary

education is more than any other education during
both the time period.

But Punjab, a_high income étate. has not spent
enough on technical edﬁcation in omparision with
mia.incomelétatés.' EXcept~fot secbhdéry edﬁcétion,
Punjab's effort for university and higher education
and technical education is less than the general

expectations.

-
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5.3 Impact of education expenditure on Economic

Devel opments

1.

2.

3.

4.

The correlation coefficients and regression
coefficients (though statistically insignificant)
confimm that educational expenditure during

the second time period (1973.78) had a better
impact on different indicators of development.
The indicators are SDP growth, value added

growth in agriculture and value added grbwth in
industry. | m

The impact of educational expenditure on growth
rates of various economic indicators of development
was found to be statistically insignificant

though they were higher in case of the second time
period.

-

The impact of educational expenditure on levels
of development which we had tried to estimate

is a difficult enercisg, Because levels of

‘development a8 well as growth depend on many

factors, and educational investment is only one
of them,

Therefore, higher coefficient values should not

lead us td any definite conclusion. But we can
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affirmm that higher levels of development relating
to all the three economic indicators are'6556c1atéd“’
with high educational expenditure. This certéinly
tells us that educationai enpenditure dogs have a
positive impact on the levels o£ devglopment. But

by how much; it is very difficult to predict.

But so far as the social indicators like literacy
rate, birth, death and infant mortality rates are
concerned, it was easier to eStiméte the relationship‘
In other words, the impact of educational expenditure
on literacy rate.birth; death and infant mortalify

rates has shown a relatively clear picture than

economic indicators.

In case of 8ocial indicators, the correlation
coefficients and regression coefficients were
véty high. This implied a higher degree of relation-
ship between the two variables. High educational
expenditure i8S certainly associated with high

-

literacy rates, lowAbirth, death and infant mortality

rates of avfuture time period.

So we can affimm that education is the best contra-

ceptive. The classic example being provided by
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the mid-income state of Kerala. In otherwords, the
Indian experience confims that gducation'not oniy“v
raises the awarene8s about a small familf, it also
gives a protective cover to the infants, It can be
concluded that education is the vehicle 6{_50cial

change. .
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