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ABSTRACT 

There is a considerable euphoria that the “Make-In-India” program will realize the potential 

of providing additional employment of 10 million per year. This is further buttressed by our 

comparative advantage in terms of ‘demographic dividend’. However, the inordinate delay in 

announcing a new education policy seems to stymie grandiose programmes like Digital India, 

Smart Cities and global employability. Foisted on this interminable delay is the ideological 

bickering that clouds our policy discourse. The paper brings out the genesis of such 

ideological debates, the impact of liberalization on primary and higher education and the 

global lessons that India needs to learn in terms of public investment in ‘Merit Goods’, R&D, 

Public Private Partnership (PPP) & Foreign Direct Investment (FDI) to realize our dream to 

be a prime power in Asia and improve our Human Development Index (HDI) significantly.  
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INTRODUCTION  

The Modi government has brought in a whiff of momentum to the privatization process in 

India; particularly in the infrastructure and manufacturing sectors. Long term investment 

through Public Private Partnership has been the leitmotif of government policy both in the 

Railway budget and General budget through National Infrastructure Investment Fund. The 
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manufacturing sector is being looked upon as the major thrust area by increasing its share 

from 16% of GDP to 25% by 2022 to provide employment opportunity to around 10 million 

per year. India is uniquely perched globally with significant advantage of its age structure 

where since 60% in the age group of 15-59 years are employable as against around 40-45% in 

most of the developed countries including China. However, a new educational policy (last 

notified was in 1992) is yet to be formulated, keeping in view these new challenges and 

opportunity. However, there is a discordant debate as to whether we should embark upon the 

liberal market fundamentalism model or a state driven inclusive model.  

 

This paper seeks to bring out the (a) Demographic dividend that India enjoys compared to 

other developed countries and EMEs (b) The major concerns in regard to quality in primary 

and higher education (c) Ideological perspectives (d) Recommendations of Committees 

during the last decade (e) The way forward. 

 

 

DEMOGRAPHIC DIVIDEND  

Demographic dividend refers to a period (20 to 30 years) when fertility rates fall due to 

significant reductions in child and infant mortality rates. This fall is often accompanied by an 

extension in average life expectancy that increases the portion of the population that is in the 

working age-group. Aiyer and Mody (2011) document that the high growth states like Tamil 

Nadu, Karnataka and Gujarat had a dependency ratio which was 8.7% less than of low 

growth states like Bihar, Madhya Pradesh and Utter Pradesh during the period 1991-2001. 

Further cross country evidence shows that productivity is an increasing function of age 

(Feyrer, 2007).  
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India has a unique advantage in this regard as it is likely to have 116 million workers (20-24) 

age group compared to 96 million in China. Besides the average age by 2022 will be 29 as 

against 40 in USA, 46 in Japan/Europe. Thus as per the RUSA committee (2013), it is the age 

structure rather than the size of the population that would critically affect economic growth. 

However, Nandan Nilakani brings out that demographic dividend can be a demographic 

disaster unless the quality of our education is suitably addressed. It would, therefore, be 

pertinent to look at the recent report of ASER (2014) in regard to primary education and the 

quality concerns in higher education to have a proper assessment of whether India can 

legitimately take advantage of its low dependency ratio.  

 

 

CONCERNS IN QUALITY  

(a) Primary Education 

The ASER Report 2014 brings out that there is definitive predilection on the part of people 

living in villages to send their children to private schools; it has increased from around 16% 

to 29% in rural areas. Some of its important findings are listed below  

 Only 58% of children enrolled in classes 3 to 5 can read a class-1 text 

 Less than half (47%) are able to do a simple two-digit subtraction 

 Only 37% of children enrolled in class 4 or 5 can read fluently 

 Less than half (45%) are able to divide 20 by 5 

 Reading and Maths skills of class 4 pupils in India’s top schools are below 

the international average 

 

 

(b) Higher Education 

Stanley Wolpert is of the view that “higher education is the swiftest elevator to modern 

Indian power”. However, our poor quality in higher education due shortage of well trained 

faculty, poor infrastructure, irrelevant curriculum, inadequate use of technology and research 

which is far below International standards are serious concerns. India’s capacity for 
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innovation has been lower than that of other BRICS countries as scores in the following table 

would show: 

 

 

Table-1: Trends of Research & Patents Globally 

Country  Quality of Research 

Institutions 

Industry 

Collaboration 

PCT Patents 

Granted/(Million)  

USA 5.8 5.6 137.9 

Brazil 4.1 4.1 2.8 

South Korea 4.9 4.7 161.1 

China 4.2 4.4 6.5 

India 4.4 3.8 1.2 

 

 

LIBERALIZATION AND IDEOLOGICAL PERSPECTIVES  

There are strident debates on the ideological position we should embrace in our new 

education policy to reap full benefit of our low dependency ratio. In this backdrop the various 

perspectives would help to address the debate. 

 

(a) Classical Perspective: Adam Smith, the high priest of market economics, was strongly of 

the view that perfect competition in a market place will ensure specialization, division of 

labour and wealth maximization (Wealth of Nations 1776). Though Smith was strongly 

infavour of minimal government intervention in the economy he was quick to 

emphasize that education should be a priority sector for funding by every state 

government. Richard Musgrave in his celebrated book Public Finance had made a strong 

pitch for education as a merit good as it sub-serves the interests of all sections of 

society. The following table will bring out the comparative position on educational 

allocation of developed and emerging market economies compared to India as also of 

Human Development Index (HDI). 
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Table-2: HDI , Mean Years of Schooling & Public Expenditure % on Education 

Country  HDI  Mean Year of Schooling Public Expenditure as % of 

GDP 

USA 0.914 12.6 5.6 

UK 0.892 12.3 5.6 

Germany 0.91 12.9 5.1 

Japan 0.89 11.3 5.6 

France 0.88 11.1 3.8 

Russia 0.778 11.7 5.9 

Korea 0.89 11.8 4.1 

China 0.79 7.5 3.7 

India 0.586 4.4 3.3 

Source: Human Development Report, 2014 

 

(b) Liberal Perspective: From the 1970s, globalization has become the buzzword and the 

world has become the oyster for every skilled individual. Free movement of capital has 

given further impetus to this process. The private sector has become the dominant player 

of the economy while the government has become a regulator and facilitator. 

Accordingly, industry-academia interface, substantial grants in aid by the industries to the 

universities have become the predominant framework through which research, 

innovation, skilling are being pursued. The commanding heights which USA and many 

advanced countries have achieved are testimony to this. The following table bring out the 

R&D spend by different countries.  

 

Table-3: R&D Spenders in the World 2013 

Country  GERD (PPP US$ Billion) R&D as % of GDP 

US 423.7 2.66 

Japan 161.8 3.48 

Germany 91.1 2.85 

South Korea 57.8 3.45 

France 50.6 2.24 

India 45.2 0.90 

Source-Battelle and R&D Magazine, 2013, Global R&D Funding Forecast, December-12 

(c) Leftist Perspective: The left are of the view that the liberal market philosophy 

encourages ‘techno capitalism’ under the veil of development. They lament the fact 
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that various commissions like CKnowledge ommission (2010), MurthNarayan y 

Commission (2012) and the present move to scrap UGC; basically try to promote 

technical and management degree courses through partnership with outside universities in 

order to sub-serve their commercial interest without bothering for the objectives of social 

inclusion and people in the fringes. This perceptive aims at empowering ordinary people 

with the knowledge they need to promote people centric approach to education while 

ensuring quality in teaching, learning and research through collective cooperation.  

 

 

RECOMMENDATION O F COMMITTEES (2000-2015) 

(a) Ambani Birla Report (2000) 

Ambani-Birla envision the creation of a knowledge based society which will induce 

competitiveness while fostering cooperation. The report championed the principle of ‘use pay 

policy’ supported by loan schemes and financial grants for economically backward section. 

They recommended establishment of new private universities in the field of science and 

technology, management and finance area and encourage foreign direct investment with an 

independent rating agency. The report emphasized that the government should play the 

role of a facilitator. 

 

(b) Knowledge Commission (2009) 

This commission recommended expansion of the number of universities to 1500 and 

establishment of 50 national universities by government or by private sponsoring bodies to be 

set up by society or trust or Section 25 of Companies Act 1956. The commission’s preference 

is for private universities. The commission strongly put forward reduced role of the UGC and 

recommended the establishment of an independent regulatory authority for higher education 
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(IRAHE). The commission also recommended added 1.5% of GDP to higher education and 

that students fees should meet 20% of the total expenditure of the university.   

 

(c) Narayan Murthy Report (2012) 

It recommended autonomy in finance, regulatory, academic and administrative aspects and 

asked the government to ensure availability of land, infrastructure and connectivity and foster 

fiscal incentives to encourage investment and attracting funding. It put thrust on enhancing 

research focused-through dedicated funding for research sponsored doctoral programs, part 

time masters and Ph.D. programs. In order to achieve excellence it proposed setting up centre 

of excellences or in the form of technology parks, setting up new universities and developing 

new knowledge clusters. It wants up-gradation of 75 top of the class universities, with 

investment ranging from Rs.175 to Rs.200 crore per university and creation of 20 world class 

universities with an investment of Rs.500crore per university. Based on the estimated 

investment of Rs.40000 crore (12th Plan) it aims at 50:50 public private partnership and 

suggests creation of a council for industry and higher education collaboration as a nodal 

agency. 

 

 

 

WAY FORWARD  

(a) Allocation Priority and Adequacy 

The common link that threads all developed countries and manufacturing power houses of the 

world is the considerable public allocation they have made towards education (Table No-1). 

The Kothari Commission (1966) had recommended that India should spend atleast 6% of its 

GDP on education. This has also been reiterated by Prof. Amartya Sen and Prof. Jean Dreze 

who stridently call for significant hike in government investment in education, health care 
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and sanitation. To quote Jean Dreze “Sending rockets to Mars and running bullet trains 

but remaining a third world country as far as social services is concerned seem to be an 

odd view”. India embarked upon Right to Education in 2009; thereby fostering near 100% 

access in primary education. However as the ASER Report (2014) brings out, the basic 

infrastructural facility, access to computers and quality teaching leave a lot to be desired.  

The following table brings out how education has not been receiving adequate public 

allocation despite the HRD minister’s assurance last year that this allocation will increase to 

6%. 

Table-4: Allocation to Education (Rs. Crore) 

Type of Education 2013-

2014  

2014-

2015 

(BE) 

2014-

2015 

(RE) 

% 

Change 

2015-

2016 

(BE) 

% 

Change 

(a) Primary Education 36803 39665 41505 12.8 36829 -11.3 

(b) Secondary Education 10053 5450 5300 -47.3 5390 1.7 

(C) Higher Education 24465 27656 23700 -3.1 26855 13.3 

Total  71321 72771 70505 -1.1 69074 -2.0 

Source: India Budget: 2015-2016, MHRD 

 

Figure-1: Allocation to Education 
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 There is a significant decline (50%) is in the allocation towards secondary education 

for the last two years compared to 2013-2014 

 There are persistent surrenders at the RE stage compared to the initial allocation at 

(Budget Estimates (BE) stage  

 

 

(b) FDI in Higher Education 

Under the FDI scheme, investments can be made either through the automatic route or the 

government route. However, FDI into education comes in trickle as the following table will 

reveal.  

Table-5: Allocation to Education (Rs. Crore) 

Month Amount of FDI  Inflows (in ₹ ) in Crores % to total FDI  Inflows 

January 2010 1720.88 0.36 

January 2011 1,853.44 0.31 

January 2012 2,306.13 0.31 

January 2013 3,312.69 0.36 

January 2013 4,597.39 0.44 

Source: FDI in Education Sector: Issues, Prospects and Future Implications by Viney 

Narang & Anshu Jain 

 

It would thus be seen that the inflow as % to total FDI is miniscule, with 75% of its flowing 

in from Mauritus to Manipal University. This is further queered by our ambivalence in 

allowing reputed foreign universities to set up branches in India. As Shashi Tharoor has out 

even excellent academic suitors like Harvard and Yale who are willing to open branches but 

have been asked to stay away. This is indeed lamentable.  

 

(c) Public Private Partnership (PPP) 

Sectors like telecom, airports, national highways and power have witnessed significant 

progress through Public Private Partnership models and have also witness significant FDI 

inflow into the country. During the 12th plan an investment of one trillion dollar is proposed 
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through a PPP route with a ratio of 50:50. While economic infrastructure is very high on 

government agenda, the social infrastructure like education which is a vital complement to 

overall economic growth has been given a short shrift.  

It would be worthwhile to draw experience of other countries like Sweden, Germany, 

Singapore & China where the PPP model has worked wonders. The key success factors have 

been agreement on shared objectives from the beginning of the partnership and political will 

for participation of the private sector, transparency and accountability within the PPP. 

Sweden has regarded higher education as a ‘merit good’ and has a long tradition of 

substantial public spending. It has substantive relationship with the private sector which 

includes sharing of roles, responsibility, risks and rewards. In Germany, public commitment 

to take most risks has encouraged many small private enterprises to participate in the PPP 

model. Such models have important lessons for India. 

 

(d) Education as Merit Goods 

It is unfortunate that the Birla-Ambani Report (2000) needlessly raked up a debate that higher 

education should be treated as a non merit good and left to the private sector initiative. This 

was also lapped up by MOF. In Yashpal Vs. Government of Chattishgarh (2002) case, the SC 

clearly brought out that the quality of higher education as mandated by UGC cannot be made 

hostage to profiteering by the private sector.  

Higher education is a logical continuum to primary education and there is need for 

convergence between equity, access and excellence as the 12th plan brought out. 

 

Figure-2: Strategy Framework of 12th Plan 
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Source: 12th Five Year Plan 2012-2017, Social Sectors Volume-III, Planning Commission, 

Government of India, Page 91 

 

(e) Regulatory Mechanism 

The Yashpal Committee (2009) had strongly recommended establishment of an autonomous 

overarching National Commission for Higher Education and Research for prescribing 

standards of academic quality and defining policies for advancement of knowledge in higher 

educational institutions. There is a near unanimity in view that existing regulatory control by 

UGC, created under Act of 1956 is not lending itself to quality improvement flexibility in 

charging fees, offering reasonable remuneration to teachers & finalization of curriculum of 

either public or private universities. Arvind Panagariya, the NITI Vice-Chairman also makes 

a powerful plea against such frustrating control mechanism of UGC and recommends 

privatization to bring in quality improvement. There is a dissonance in the approach of the 

UGC and Knowledge Commission. While the UGC is pitching for greater inclusivity and 

improving GER, the Knowledge Commission aims at exclusivity and augment a framework 

for encouraging private players and foreign collaboration. The recommendation of the new 

committee 2015 to supplant UGC with NHFA should be widely welcomed. 

 

(f) Importance of Skilling 

The Skill India 2014 report brings out that if we continue at the current pace, we would have 

a skill gap of 75-80% across industry sectors. A National Skill Development Coordination 

Board was established in 2008 with a target of skilling 700 million people by 2022. However, 
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the success of these efforts without active involvement of various stakeholders has been quite 

dismal. The Economist (May, 2015) brings out that Mr. Modi has set a dizzying target to 

provide vocational training to 500 million people by 2022. However, the allocation in budget 

2015-2016 is only Rs.15000 crores with a promise to provide skill vouchers to every 

unemployed youth. It is ironical that the PM has said nothing about improving higher 

education; which is reflected in the low priority being accorded in budget allocation in 

education (Table-4). The poor availability of IT infrastructure, basic sanitary conditions as 

brought out in ASER Report 2014 is a sad commentary on our lack of priority to achieve a 

confluence of equity, access and excellence.  

 

 

CONCLUDING THOUGHTS  

As we straddle on our neoliberal path, the first building block has to be primary education 

and its quality. English education, technical education and adequate investment in R&D 

would be the triad in which we can make a significant dent in the global employment 

space. Meaningless pandering to equity, endless proliferation of colleges may improve 

our GER to 30% by 2022 but it will not bolster our chances to be a global 

manufacturing hub. Quite clearly the benefit of demographic dividend would not flow 

from the low skill informal agricultural sec tor but from organized high skill 

manufacturing and service sector. They need big push investment (Rosenstein Rodan, 

1943) and high quality global skills. Therefore, ensuring quality education and nutrition  

from infancy particularly fo r  vulnerable sections would facilitate the employment shift. 

The ideological logjam that shrouds public discourse on education policy these days and the 

faltering steps that Modi is taking for his well intentioned slogans like Digital India and 

Smart Cities would need to be substituted by concrete execution both in social and 
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economic infrastructure. For this, we need to eschew obscurantist ideas like replacing 

‘German’ with ‘Sanskrit’ and tinkering with institutional autonomy of IITs and IIMs. If Modi 

would have met Keynes on his foreign jaunts he would have told him “The difficulty lies not 

so much in developing new ideas as in escaping from old ones.  
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