HUMAN CAPITAL FORMATION IN INDIA 9IRd ® WHad Ysit b1 foior

After studying this chapter, zg s1ea™ &t 91 o «IK A
the learners will understand

> qHe GO, qEa et i
e the concepts of Human

Resource, Human Capital SR AT I. ' |\q il -
Formation and Human AAYINAL hl HHA Fohl;
Development > urE §St ¥ e, enfe
e the links between Hgfg 3R aFa faw™ &
investment in human o g9 H1 S

capital, economic growth
and human development > forem 3R Wy W 9l

e the need for government ead i STETIhdl H AU
spending on education and  IG% 3R

health > # v syafeEl &

e the state of India’s STFTE 9T H3T)
educational attainment.
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INTRODUCTION qr=
Think of one factor that has HAS SIfd oh foehtd &l «gd 3Afeeh

made a great difference in the g9qifad @ 9 el W) faar
evolution of mankind. Perhaps it .3, 3 S A % IA-GUE 60

IS man’s capacity to store and o
transmit knowledge which he H1 SN SHhT TARVT HTA HI A

has been doing through & €, Sl wgs S, A Sk
conversation, through songs IE -8 Al S HIEAH ¥ Hdl
and through elaborate lectures. 311 w1 2| 799 3 ¥ 9 A fa=@
But man soon found out that we i = s =i HIAATYah HA h
need a good deal of training and fete or=8 ufwreror aen Fhvia F

skill to do things efficiently. We )
know that the labour skill of an  JTo¥a%dl &1 Nl & fn fonht

educated person is more than ¥ =aft® & sw-wtva sifafaa

that of an uneducated person =ft @ 3ifys® Bid 21 38 SR @
and hence the former is able to yge, W 1 ITeE, Iferes I &I
generate more income than the gs el 3 3k anfefsm wufs 5

latter and his contribution to
economic growth is, SHHT ATRH HAY: ATk Bl €|

consequentlv, more.




HUMAN CAPITAL FORMATION IN INDIA 9IRd ® WHad Ysit b1 foior

Education is sought not 318 9 &1 999 hdd 3UTSiH
only as it confers higher  gmar ('™ o fau =& foan
earning capacity on people g afess 33 ik ot a1fu=
but also for its other highly TeadM o ¥ forem @M &
valued benefits: it gives o9 qrfsE fuf st ke
one a better social "
standing and pride; it ﬁ 2;{; i‘ E;Tw Eqﬁl;_?ﬁ
I?‘=I<'=chcli

enables one to make
better choices in life; it 937 & IR & AT M T,

provides knowledge to fad &t 9US H 9o @
understand the changes qfEadt &t dgdl 9Hs 9SH

taking place in society; It g @ 3k 79 gfadst =i
also stimulates qeTaT ol 2

innovations.
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WHAT IS HUMAN CAPITAL? g S o @2
Just as a country can tum physical 59 T%R T 33 A 9qff < w@ifaw
resources like land into physical daiyAi +t sREET stE Htfaw IS A
capital like factories, similarly, it can gfEfia #3 g%ar &, 3@ YR 98 3T
also tum human resources like g5 w4t qrg Tt 5 7, feam,
nurses, farmers, teachers, students HEATTH, SRTHA SR el S AEd
|c|I1to human ca_plt_al like engineers _and It F ot qRafia o gmar 21 qE @
octors. Societies need sufficient ol eel Al wAn i He Gl 9
human capital in the first place—in e & St T A st % s d

the form of competent people who .
have themselves been educated and 1o® &l g W wed W gl &

trained as professors and other T & i THEU S o T H FE
professionals. In other words, we ?’R—'\' Iy Bl TR Wkl 7, 7 I AHA
need good human capital to produce 31t SR - T, feum, stee, SRy,
other human capital (say, nurses, $SIER 37§ Ht TR FQ & faC
farmers, teachers, doctors, f¥et, gfdiersi & €9 ° dgd AFd
engineers..). This means that we st & sravasar it 21 gae aref 2
need investment in human capital to f g wr@ FareAl w1 wHa St & w9
produce more human capital out of i wfgfifa =t & fau wma ¢ fRw
human resources. O F O oTavasar 2
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(i) What are the sources of (&) HMFA iﬁﬁ o Eid 1 82

h ital?
o u::an capita Lt (@) 1 fRdl 331 &t 3nfeie
(ii) Is there any relation afe sk 9= = AEE ‘iﬁﬁ

between human capital . =
and economic growth of a ® hiT GaY BIdl 872

9 el
country: (1) T wE gSt ok fier @6
(iii)ls tl'_lte :’c;_rnlla’::cin of hL:man oY 9 o Garu
capital linked to man’s g @ 2 8 el ©

all-round development or, .
as it is now called, human ard fae@ o 9/ S

development? STl 272
(iv)What role ctanlthe_ (%) 9”d o 9F4 q:sﬁ 3 faator
government play in ¥ HR B A e @

human capital formation

in India? ahdl @2
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SOURCES OF HUMAN CAPITAL 9 St & &id

Inves:tment in education is _ foren § 991 1 9Fg igﬁ &1
considered as one of the main - %
sources of human capital. SR IF!T Tl &1 g
There are several other fafiad @reeg 9 9491, &« &

sources as well. Investments S gfyreror, yeee qon =
in health, on- thejob training,

migration and information are 3T\ﬁ{ T FCUERELILIC O
the other sources of human  Id B
capital formation. 3MIa Hrar-fuar smaset foren

Why do your parents spend U 89 Rl %I @ @2 oAfaaal
money on education? Spending ST -FQT&:" R I TS 3]'5' JhR
on education by individuals is w1 &9 2 dur fr wabEr

similar to spending on capital

goods by companies with the {f¥=d s@fu 0 31 refeniferen
objective of increasing future fif¥9q o9 =1 gurd o fau
profits over a period of time. iﬁﬁ'fl?l T2 Y WS D
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Like education, health is  f¥1anm &1 @ifa € w@reed «t
also considered as an frdl afad I Y-91A 291 h
important input for th_e fawta & fou U "eayul 2w
development of a nation as 1 Gpqr 3
much as it is important for - x :
the development of an 3 1 A = {iﬂm
individual. T H A AE B

_ _ faq@e W@ 399 I«ghar ®
A sick labourer without S A S
access to medical facilities P& o o
iIs compelled to abstain AR L g9 JMA 1T
from work and there is loss Y ®1 Tk Hecqul &id @

of productivity. Hence,
expenditure on health is an
important source of human
capital formation.
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Preventive medicine gfadet sgfdam (o),
(vaccination), curative fafeca smfdam (dfiwfaEt o
medicine (medical 0 o Su®) fafear) e

intervention during illness),
qHfSied TfdAE (HEreed

social medicine (spread of a
health literacy) and provision S5t FI&RAT A1 I HT JUR)

of clean drinking water and 3R S7oh HIYU-WY @W<8 U S
good sanitation are the ST IEYFE 3Aifc QG 99 o
various forms of health fafr= ®7 &1 @reeg W) R

expenditures. Health
expenditure directly T Y R A Bl Tﬁf <l

increases the supply of 7y €9 9 GI?-ﬂ?lT ? 31 g9l
healthy labour force and is, %RUI 48 HMd Ysit MHIUT &
thus, a source of human T& Gid e

capital formation.
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People migrate in search of jobs that
fetch them higher salaries than what
they may get in their native places.
Unemployment is the reason for the
rural-urban migration In India.
Technically qualified persons, like
engineers and doctors, migrate to
other countries because of higher
salaries that they may get in such
countries. Migration in both these
cases Involves cost of transport,
higher cost of living in the migrated
places and psychic costs of living in
a strange sociocultural setup. The
enhanced earnings in the new place
outweigh the costs of migration;
hence, expenditure on migration is
also a source of human capital
formation.

frd YA ol TIH H1 AT Q@
Afye T ot YSFIR &t qa®T |
YaET/9E Hd 21 9Rd § grior
&3 9 IRA Wi AR YU &I
et ® SUSTIRE o hROT &1 gl @l
anfe i 38 AdTHHl &1 7denm o
TR 33 W 9a S 2| TG
1 & feafaat & afiees &1 @ra
3 ITa faie arE o WY TH
S AIfSieh Aishfas qiEs o
w1 &l gAf9s dard W garEt
iRl 1 TeT HET qSdt 21 fopg
T WM W 3TH! AR J9E § ST
g+l Al @ wEl ifues Bl @)
Aq: JauT W =gt AeEa ISt
frofor &1 Eia 21
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People spend to acquire information
relating to the labour market and
other markets like education and
health. For example, people want to
know the level of salaries associated
with various types of jobs, whether
the educational institutions provide
the right type of employable skills
and at what cost. This information is

necessary to make decisions
regarding iInvestments in human
capital as well as for efficient

utilisation of the acquired human
capital stock. Expenditure incurred
for acquiring information relating to
the labour market and other markets
iIs also a source of human capital
formation.

Hfrd 99 dNIR a9 TR dRIR
SHa, feren 3k w@eew 9 Hefua
AT &t I i oh ot =9
% 21 9 I8 SEA1 98d @, 6
fafg= R & &l o aaEH
1 7 A fee o e el
gl YR oh vl | gfyneror 2
® @ 3 foy g W? 9%
W& 7Fd et § fae w8
U HEE Yt o HSR hl
IUAT it &t g & 9gd
STAH Bl 81 SHifdu sM =R
a1 379 a9 oh fasg o

S 9Td i W fhar ™=
=gt aEd §Sft ftor &1 @i @)
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The concept of physical  wifa® Ysit &1 @HUREN &
capital is the base for MR W & AFa YSil o

conceptualising human e 3R 1t &1 1 T
capital. 3
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Physical and Human Capital

Both the forms of capital formation are outcomes of conscious
investment decisions. Decision regarding investment in physical
capital is taken on the basis of one’s knowledge in this regard. The
entrepreneur possesses knowledge to calculate the expected rates of
return to a range of investments and then rationally decides which
one of the investments should be made. The ownership of physical
capital is the outcome of the conscious decision of the owner — the
physical capital formation is mainly an economic and technical
process. A substantial part of the human capital formation takes place
in one’s life when she/he is unable to decide whether it would
maximise her/his earnings. Children are given different types of school
education and health care facilities by their parents and the society.
The peers, educators and society influence the decisions regarding
human capital investments even at the tertiary level, that is, at the
college level. Moreover, the human capital formation at this stage is
dependent upon the already formed human capital at the school level.
Human capital formation is partly a social process and partly a
conscious decision of the possessor of the human capital.



HUMAN CAPITAL FORMATION IN INDIA 9IRd ® WFd Ysit b1 foior

Aifas X A ¢St St € IR @1 Yot iaaa faw fofat &
gfeom giar @1 wifasw gsit & faw &1 fvia ouR 99 & ouR W
fan s 21 59 dey ¥ ST & U W YhR o faw fasmenl
&l 3Mafeh Afahe 3T 1 AMhaT S I 1 A &ial 21 39 TUEe
% oI5 & 98 Il fads snenfia faw war 21 difasw 4t @1
wWifta 39 =Afea & gfaaia fofa w1 aftom gtar -wifas s
fmior qeaa: tw snfefe iR qw-it Afwar 21 aHa S o famfo
%1 Ayl 9Nl Al & Sfiad &1 39 @iy # g1 &, 9« 98 98
fofa A3 & sramef gtar @ T 1 98wl SImRH Wi Sifrehan Y
R A1 e Seat ot fian 3R ey gfawnen @ wdfuq favia
ST faHE® qm U & HId 2| Sk guhell fenfag o wwe
g W (wetfaenera/favafaame™) X oma gt o fa9 gaHt
frofa =t gaifag @ @1 AR ot 380 TR W aFg st fmt, faemea
W W) ga OGSt fmfor, w® sk st @1 ama st fafo sifve w5
¥ uw gmifes giwar € iR oivM: AFa St &l URu & arelt o
gfa=nfia frofa =1 gfawa 21
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Physical capital is tangible
and can be easily sold in the
market like any other
commodity. Human capital is
intangible; it is endogenously
built in the body and mind of
its owner. Human capital is
not sold in the market; only
the services of the human
capital are sold and, hence,
there arises the necessity of
the owner of the human
capital to be present in the
place of production. The
physical capital is separable
from its owner, whereas,
human capital is inseparable
from its owner.

Hifaw ISt foel WY o g &)
qifa 334 sidt 21 3@ fedt «f
& I e IR H S=1 o
Tehdl ®1 AFE gt 3EYT &l
2-9% UR& o IR 3R ufcass
9 -a9t gidl 21 =R ¥ A4Ed
gSft &l o= & S gehdl, had
3G&t a3l &t fashl &t =0
"t © gEfaT wHa St o
WHl il IUHh ICAIRA oh TN
R IYFEYd BT 3Tavds Bial o
Atfaes et &l SUoh @t |
gy fhar ST gahar @, g
e YSil &1 @t @ geahiu
qHe 81 sidll
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The two forms of capital differ in I &R &t § 5= & Ik
terms of mobility across space. ot &1 Mfaf¥Tadr & 3TYUR W@
Physical capital is completely 3R BT 21 UM %9 HHM
mobile between countries except 3 B o
YAR| Hifas gt 1

for some artificial trade ,
restrictions. Human capital is not fava X o ety smarm e

perfectly  mobile  between & 81 fhq WA St ®1 yaTe
countries as movement is g1 ey =T gidr, 39S AF |/

restricted by nationality and oo sik gwsfa &1 <t aand

A

culture. Therefore, physical 3T ST &1 sma: ifa® {Gﬁ &7

capital formation can be built
even through imports, whereas [T @l STEd o "R A @

human capital formation is to be 9l g, fong AMeTa St &1 T
done through conscious policy di HHIST TAT 3TAFTEAT i FdHd

formulations in consonance with fagivasn o &9 gfa=ria Hifa

the nature of the society and fyufror weeft fyofny g &R
economy and expenditure by the 3\x IfFT =99 % YR W
state and the individuals. St 3
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Human capital benefits not only ¥Fd Ysit & Shaa IUHI @t &
the owner but also the society in &l ot arR1 gurel @nHifad gtar 81
general. This is called external 3zd ts «E" fea <9 ser o1 Gehdl
benefit. An educated person can 2| ws gfnfaa safw atwaits
effectively take part In a gfpp o YqEqul ARl 9 weAw
democratic process and 3§ yw a1 gfss, sufde wfy o
contribute to the socio-economic ?ﬂTI?FI FA 2| TH @ SRR
progressbof a nation. A health;: S T T qT STE-TE
person, by maintaining persona .
hygiene and sanitation, stops the qcmg a;ﬁiﬁlmm @ﬁ ﬂTﬁﬁ. mﬂq

spread of contagious diseases ) N
and epidemics. Human capital ™ T¢ %T Sdl HFEE S &

creates both private and social T % HH-WA JEISH

benefits, whereas physical capital m“ﬁom i gor =i @) fhq
creates only private benefit. That wifass gt qt yra: froft aw &t &
is, benefits from a capital good =1 ? UKt 21 Y@ w_IAt & @IH
flow to those who pay the price 3=<i =i fid ud @ St 39 gN
for the product and services scuifca aegan 3R Yemet &1 &
produced by it. T Hah|
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Human Capital and Economic #=a sit 3R enfefe wafs
Growth: Who contributes T 3 | fhgent ANRH
more to national income — a 3ty aar 27 frdt SRER &
worker in a facto_ry or a FHaTd & A GieedR e’

software professional? We .
know that the labour skill of 17 &1 ST 81 2 T fafam

an educated person is more Al &I FH-hivTel STfRfRTa i
than that of an uneducated arqen 31feren sidl ol 4l SR 98
person and that the former Jerhd aifaeh 3 sifsfa
generates more income than qrar 31 enfels dafg & aef 297

the latter. Economic growth
means the increase in real %1 aredfas T 3 ® i

national income of a country; g gl % al fiey warfae &t
naturally, the contribution of 3 &7 fordt forfarg =afaa =1

the educated person to 1 e = 3

economic growth is more than )
that of an illiterate person. gl i B
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This enhanced productivity of HFg %1 Haftld SqEEHdr A1

human beings or human qHg igﬁ 9 hdol 99 &l

capital contributes
substantially not only towards °¢ ' & 9QK 7 dfed I

increasing labour productivity T & 91Y Ufi{ad i
but also stimulates Tregifed T T genfiest =)

|nr!c3vat|ons and creates STCTET, H F emar ot
ability to absorb new

technologies. Education fafaa st @1 fren gurer &

provides knowledge to qfad-t 3R awifeh 9urta <6l
understand changes in U UM S AT Y hI
society and scientific % .

- - foua anfasert Sk 1@

advancements, thus, facilitate o
inventions and innovations. Ui&ddl % ger™al fiaerdl 2|

Similarly, the availability of sHifau frfara gwm oifaa =l

educated labour force IqeTsyal T dienfit 6t
facilitates adaptation to new
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education measured in terms of years el a8l &1 UM, foreren—fenemnei
of schooling, teacher-pupil ratio and sqr v T T 3nfg o YR

enrolment rates may not reflect the
: : S gy fITET ST WY 39! TSl <l
quality of education; health services

measured in monetary terms, life st &9 H W el Tl T
expectancy and mortality rates may not Th1{ 184 ot | Aifss =M,
reflect the true health status of the Siid= YIeN dem g <A 3nfs € 330
people in a country. Using the indicators 3} Sssge & arxfas @eey )

mentioned above, an analysis of o n S T @an R g1 At

improvement in education and health
sectors and growth in real per capita ™' g Y faswfad qen fawmasia

income in both developing and 33§ fran 9 @ee w0 SR
developed countries shows that there is gfdaifaad 3 & guRl &1 qeHT &R
convergence in the measures of human i &' e ¢St o uftadl o
capital but no sign of convergence of e fearht gedr & firq whieafera

per capita real income. In other words, .
the human capital growth in developing 119 3T U T ®i g wwe

countries has been faster but the T8 &ldll ?ﬁw 9, fawmasita

growth of per capita real income has 331 o uFa Ysit %t Wqfg at «ga

not been that fast. dsit @ @8 W 8, fhq sa=t gfqeate
qrafas 3™ &1 gfg Sadt dig &t 2|
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India recognised the IRd 4 d 98d Usd 3Ty dafg
importance of human capital in 4 gFg q‘:sﬁ % Hecd it guag foram
economic growth long ago. The o gt goosifa aismm o =e
T Feveupoay PN $2YS: 1§ *xw frare e
development (read human E‘\rﬂ H ?ﬁ forete an § A
capital) has necessarily to be qHEAl (e gsit) & fawm =i
assigned a key role in any e fare =1 Ifh d 9gd
development strategy, HeaqUi TM A1 & 8hm 3fad
particularly in a country with a 3101 yf¥mor a1 ¢t fazma
large population. Trained and  gagen R s ¥ sif¥e wafg
educated on sound lines, a %1 Tem grel 9ty a9 S

I lati itself : '
arge population can itse g & ae aifed feon o gt

become an asset in

accelerating economic growth qfed it gifeaa « 3

and in ensuring social change
in desired directions.”
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Our ten trillion economy will not be 9WRd 3@ B3I Tad gl Srefeyaeen @ &W
driven by natural resources, but by ui=s-4a a5 o U fefaaq aw wga =maA
knowledge resources. We have not wife arg = favas® W =i a1 999 & @
looked ahead into the implications of Sprpm a9t 9% 391 wRaG =1 favg & dgd
being the world’s third largest economy. g g srefe@en & &9 o 39 Ffeaef |
it will be a totally different environment. Tk :l_tﬁ'.ﬁo_ql 3 uE wH <o} AT & qufd:
Ecosystems force us to think TN ST SN 39 YRR @ TR wieefiE ao
differently, and achieving this milestone &0 af w fafee el ¥ @ @ faw ﬁﬁ?;

will have ramifications all across the ) ) .
country. Are we ready to take our place w0 ® i 3T SevAl &t Yid &t qramEen &

besides the USA and China as the top Hhef @R 39 A B W) HFNOFH AT WA
three largest economies of the world W Wl 3 Al & WY SRR SR <
and be confident of sustaining it in the % ¥9& fava &t dH goad wET rei=aeenst o
following years? To do this, we will Ta1 g%d 2 3R mml ool ® 3@ TWF &l
need a knowledge society based on a s @AW WeaW 2?1 W IIT & Yfd & fau
robust education system, with all the =g stevas @ f& usga foem yumelt W enunfia
requisite attributes and characteristics grEys que &1 T4 &, foad @ &1 9O,
in the context of changes in knowledde vimifigi stk oo & =1 59 & d@= o
demands, technologies, and the way in s & d@l w1 GuEv @ os§ Afd W
which society livesand works.” sfiesin o2 gam R p—— 11‘: -8 @
fmior €1 9Ra &1 sefaeen & 3= fas™ &l
e WA S Ghdl 2l
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India as a Knowledge Economy  AFHIfd 3iefcaeen & €9 # 9Rd

The Indian software industry has qrg 4 fuysd T <v= @ Giweda ST
been showing an impressive record 3 9gd W &1 ScassHS® YReiA R 2
over the past two decades. a9 @t ST, teeme sk asHar g

Entrepreneurs, bureaucrats and , .
politicians are now advancing views % TR # 3 foeR srfeeas #X @ @

about how India can transform itself f& = T HT JART F ARG
into a knowledge-based economy by ¥ YR 3191 31kl FATHIRG
using information technology (IT). srefegren o gfiafda =1 gwar &1 refas
Tll1lere have been solmehin:tances oci; ¥ ufghfa 1 g@ar 3 %9 TN g
villagers using e-mail which are cite . X
as examples of such transformation. §HA (RETW) h W d il
Likewise, e-govemance is being T8 STU® URET 1 Hohd HFT ST @I
projected as the way of the future. 2| 3 &R @ YA &t wfa= &
The value of IT depends greatly on ws 4R & ®4 # AT ST @I 2l a1
the existing level of economic giifiEt &1 T Tedqqq @ adaH
development. Do you think IT - affs faem & @Y 9 et @ 2
based services in rural areas will . C N
lead to human development? I 3 W whd € fop gt &isﬁ d
a1, grEnfient W any g dad urd

faerg & A W Bim?
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HUMAN CAPITAL AND e Sl R uHg faw™

HUMAN DEVELOPMENT 4 gl g st fHeid-Sead vdd &1
The two terms sound similar but ydig &d &, © 398 €9 W= X 2
there is a clear distinction gg Ysit &t Sraemon fanam 3N ey
between them. Human capital & g 37 sOUEHar Te@ =1 T
considers education and health as 5 5 ' fgm w FraT TR

a means to Iincrease Ilabour :
productivity. Human development o e T fvam ot waree 7

is based on the idea that ¥ % ¥ o1 ¢, Fife =@

education and health are integral ¥ &7 —fer@raen g+ T Sited AT
to human well-being because only F! &7l STl 8, Al 98 TR 3 994
when people have the ability to &% ¥ wam & 9d € 9= 9 "equl
read and write and the ability to w3 2 e ISt =1 fa=R aFT =6t
lead a long and healthy life, they fqdy greg =t wifa 1 9rem wEar 21
wiII_ be able to make other choic_:es IE WL IARHAT § gfg &1 21 39
which they valuc-_z. Human capital AR Fora s e € R T
treats human beings as a means .
to an end; the end being the w1 srgeneeh @, SR 3w A o
’ garst o frfa 9 gfg 71 8

increase in productivity.
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Human welfare should be 9a & e @reed 3nfs @ faw
increased through 9 949 &1 I=d IURSA H YR
investments in education =g forq 379 Wiemq @ A4
and health even if such FSU HT GadT a1 &
investments do not result Tifew) s @9 F I 1§

in higher labour
productivity. Therefore, = ' % TE T TGN FW T

basic education and basic ™ IR e 3R gfad

health are important in ey glaamstt &1 a1 STer
themselves, irrespective W8 @ W@l 21 39 g 4 g

of their contribution to ofad =1 iR ferem 3T ey
labour productivity. gfawet W sfusr fag & S

2
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STATE OF HUMAN CAPITAL  wRd H \H4 st frfor &1 feufa
n this section we are going to 1 > 1 T 10 4 A I
I | W | .
o Frfor &1 favelvw w0 1 @ 2

analyse human capital formation .
in India. We have already learnt 81 U8l &l U& qoh @ fo WG

that human capital formation is 45t frmfor foan, w@ees, «rd

the outcome of investments in oy
education, health, on-the-job AR, e SR A

training, migration and FE¥ %1 Tfomm %.l T @ foram
information. Of these education 3f\X TEeq U4 gsit i o <
and health are very important 99 q%c_cr{'lf =i %'I =0 S g

sources of human capital
formation. We know that India is 17 0 QT Dl JREA A

a federal country with a union oy @ foaw dhg, TSF aAl
government, state governments rofHg e (AR 7, TR

and local governments T Y9RE onfE) &
(Municipal Corporations, , I ) i

Municipalities and Village
Panchayats).
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The Constitution of India IRd o gfayum™E 4 997 @
mentions the functions to be TOTaE Tl & sl <l

carried out by each level of
government. Accordingly, &t At Sgd T w9 9 frifia

expenditures on both fear 21 THl ghrR fren iR
education and health are to  Irey o v =9 4 &

be carried out simultaneously :
by all the three tiers of the EEUREA RIS LU I B DR

government. Analysis of feran StTn @1 weA & @1 fawqa
health sector is taken up in  fagewur 312 8 H foham s g
Chapter 8; hence, we will 2| 31d: IeT 9 had I e

analyse only the education -
sector here. bl L
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analysis of the education 29 ot o ey 43l o
§etctct>l: in Indc:af, we will look : TR & =Y F avghdl |
into the need for governmen . :

J foar #3 79 sTR @ fe

intervention in education and
health sectors. We do foren SR wW@reey &t @uarel fsi

understand that education aen gmEifsie i it 3_({]? G Y il

and health care services
create both private and social el T FRU & S & AR

benefits and this is the 7 fasit iR G st @
reason for the existence of Ifeaea @1 foren 3R @y ©®

both private and public 0| q%c_cr{'lf e hifas gag
institutions in the education . )
: Sleld @ 3R 3% MMl ¥ «<al

and health service markets. .
Expenditures on education T&I ST Yehdll sUfAIT IIhd

and health make substantial gxgeiq s1fard 21
long-term impact and they

cannot be easily reversed;

hence, government

intervention is essential
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For instance, once a child is A &ifsu, 59 9t fodt =3 =i fodl
admitted to a school or health care e Al Ry WEey <9Ye e A 9l

centre where the required services 3 . o
are not provided, before the decision U A @0 =, SET SRS gl%'m

is taken to shift the child to another T8I UM =1 1 & & af s6d w8 fa
institution, substantial amount of =3 & fadl 39 g H TIMETAfE

damage would have been done. feu S &1 Frofa o ste, gatw |

Moreover, individual consumers of

these services do not have complete # &1 & Il it &t &f, &7 danent
information about the quality of o SAfa@d IUHFASH Hl WA Ht

sirvict:_es :I:\d the_i; cos:s.dln :_his Tﬁ?ﬂaﬁ' 3ﬁ-{ anral o faug ® T’f
situation, the providers of education A qg"r'gﬁ’ns:[ rfcorfray  Fore

and health services acquire o
monopoly power and are involved in AR T gideme Iuersy U Gl

exploitation. The role of govemment HTI¥ THIFHUER e HI oidl @ 3

in this situation is to ensure that the 0T & o &1 I8 TR 1
private providers of these services

adhere to the standards stipulated T &1 T AR He 8l W&l © .1:%'_
by the govermment and charge the 98 fsit 941 YSEhl &l Sfad AFHt o

correct price. IR Tard 31 a1 3t 3faa wiua
3TMeH i dA1Eg &
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In India, the ministries of qRd A &N 83 & JAdiid I9

education at the union and state .
level, departments of education SR T TR e woAer qon

and various organisations like TSI Afere SgEam SR giknero
National Council of Educational gfiyg, favafaeme™ M =T
Research and Training (NCERT), .\ oo e gl Forem

University Grants Commission

(UGC) and All India Council of ISR il B wWked &iss o
Technical Education (AICTE) arqifq @9 3t 19 WU 9T TO[EeH

facilitate institutions which come .
et fafedr s w3 3k

under the education sector. 2 .

Similarly, the ministries of health fafy/=1 Twenall o wT@reeq faumm aun
at the union and state level, fafea : W
departments of health and various ATt ‘ . SLHAN S
organisations like National CAR RG] %l
Medical Commission and Indian

Council for Medical Research

(ICMR) facilitate institutions which

come under the health sector.
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Furthermore, ¥ when basic J&f 8l ARd &l AR ST 31fd
education and health care Is iy ey 2@ 3k 3=9

considered as a right of the .
citizens, then it is essential that foram &1 R 987 TRl HT Al S«

the government should provide ST {181 3N e TG
education and health services Oq3ti &l AFMRT T AR A

free of cost for the deserving
citizens and those from the fern st @, @ @ sifard €

socially oppressed classes. 991 QU IRt ht, fagioe
Both, the union and state gmifv® 3fic ¥ Ifel@ W am =,
governments, have been & T 3.

stepping up expenditures in the 4 gﬁm ﬁ;%_{w Wﬁ qﬁ. :;fl
education sector over the years A~ FRTd W&

in order to fulfil the objective of 31¥d SUafsr@l W 9w dfg & fau
attaining cent per cent literacy g5g qon U9 9 &R fusd &S

and considerably increase the ; .
average educational attainment aot |/ T foran &k W = |

of Indians. T{FT&' Hdl AT @l %'I
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EDUCATION SECTOR IN INDIA f¥1em WX Hrdsif-sh =0g ® dfg

Growth in Government Expenditure .
on Education: Do you know how ™ Gr_rla % b @R fQT&ﬂ W

much the government spends on Thdl T Hdl 22 WHR gRI ThU

education? This expenditure by the T 31 9 el o9 1 e
government is expressed in two

ways (i) as a percentage of ‘total qigis €9 9 gugH ok fdu g9 39
government expenditure’ (i) as a =g S} ﬁ ThR O I I —

percentage of Gross Domestic .
Product (GDP). The percentage of (F)Pd THI =T 9 39h1 Hfawid

‘education expenditure of total A1 (W)Hehel TR SURK H THHI

government expenditure’ indicates P ILEIGI el T =9 |
the importance of education in the | H f?‘[&ﬂ .11?

scheme of things before the 3 %l gfasa &I iR |
govemment. The percentage of fyra o HEd &I = 2| Shd

‘education expenditure of GDP’ )
expresses how much of people’s ] IR H vifars =9 &1 gfase

income is being committed tothe IE =ad Hidl © [ ATFIAT 1
development of education in the T T fHaar 9 Q’QT & Q'\'F&FF

country. a; m %|
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During 1952-2014, 1952 ¥ 2014 o 9 Fhal R
education expenditure as =9 e | 99 7.92 gfava 9

percentage of total
government expenditure gt T 15.7 Uiaer & wn @)1 g

increased from 7.92 to 15.7 J&R Hehdl ] SR H SHAI
and as percentage of GDP  yfqerd 0.64 @ dg 4.13 ¥fava @t

increased from 0.64 to 4.13. : )
Throughout this period the 21 70 WYl guamEty | sifarh

increase in education = ! gfg U TEf Wl € 3au

expenditure has not been Afafad U 8 IAR-9e[E 3d ©®
uniform and there has been %'I

irregular rise and fall.
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Elementary education takes a ohel f¥1811 =4d &1 T agd <
major share of total education frra qrefiyer foren w @4 Thar 2

expenditure and the share of
the higher/tertiary education ° =aqUqdE® Afesd qennst (=4

(institutions of higher learning feren & geuml - geTfaerat,
like colleges, polytechnics and ggqa-ilant G R favafaemeat

universities) is the Ileast. aifz STl gad
Though, on an average, the ) W EH o w1 2

government spends less on J9id A T § WHN I=aw
tertiary education, ‘expenditure f¥18lT X Sgd &4 =¥F Hidl =, fahg
per student’ in tertiary giy faenef s=gqar foen W =49
education is higher than that of .

J Trafies fem &1 gorn | eifue 2

elementary. This does not mean
that financial resources should 39T, 31%f I8 &Y 8 f& faxita

be transferred from tertiary gqieqy =1 s=gax foram 9@ wrefus

education to elementary ST aTfeT
education. e &1 S T feem |
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In 2014-15, the per g% 2014-15 URfHA% fE1am W
capita public expenditure gfg faeneff =9 arat Qs

on elementary education . i .
differs considerably = H Tl & dd Bl AW

across states from as g1 ST feuraa Ry # U
high as Rs 34,651 in I=d-&R 34,651 To, dal fa&8R
Himachal Pradesh to as ¢ g g 4,088 %o &1 39 YR

low as Rs 4088 in Bihar. 2 .
This leads to differences ®l Al o HRO & fafa=

in educational Tt o firen o saERl SR
opportunities and vifersh Sucife™dt & R # «gd
attainments across L LA S T %I

states.
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One can understand the inadequacy fafy/=1 3= &% g e =99 <

of the expenditure on education if _.
we compare it with the desired level qifed T & [y afg fen =3 =+l

of education expenditure as &I %l S df FHh! YA
recommended by the various quE ¥ 371 ghdl %I 55 ot tjflc

commissions. About 55 years ago,
the Education Commission (1964- (1964-66) ﬁl’{[?ﬁ e st A

66) had recommended that at least 6 {gmifioT 1 off f& Q‘)‘F&F:F Sqafeeral

per cent of GDP be spent on

education so as to make a Eal W X 4 SedEHA HER SIE
noticeable rate of growth in g; fqu geod Sliﬂ 34 &

educational achievements. The
Tapas Majumdar  Committee, ®H-9-%A 6 Fiava foran | &+

appointed by the Government of {3l SIMT AMf8Ul 98 2009 H HRdA
India in 1999, estimated an TFT 3 g5 F Ty 3ﬁ'{ e

expenditure of around Rs 1.37 lakh
crore over 10 years (1998-99 to 3111 &1 YR ATYTTIAH &1 -]

_2006-07) to bring all Indian children ST % 599 31=aifd 6-14 a9 o
in the age group of 6-14 years under

the purview of school education. 3T|'€[,—5|"f % qHi d=al &l o feram
UM &1 St @)
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Compared to this desired 1999 # ARd W{HR g Y& aq™
level of education ASERR GiHfd 3 STHM T o
expenditure of around 6 per fF 29T % 6-14 S el =f & T

cent of GDP, the current level ) . .
of a little over 4 per cent has Seal %l Tholt foan ogaeen H

been quite inadequate. In MiAA w3 5 fau (~1998—99 q
principle, a goal of 6 per cent 2000-07) © TH 99l i Ay #

needs to be reached—this gy 1.3 @@ wUs & =T H
has been accepted as a must SR

| 9%hdl W] IAUR oh 6 Ffavd
for the coming years. In 2009, % = a1 3 gif : 4

the Government of India
enacted the Right of Children JfA¥d = 1 &R 9gd A =l M

to Free and Compulsory aict a9 H 6 a9 oh &I d&
Education Act to make free yg=q =t sravgswar 8, stan f&

education a fundamental right faeid &Y ¥ WeR fFar @ 2
of all children in the age

group of 6-14 years.
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Government of India has 9Rd &R 7 G4t <5 U W 2
also started levying a2 ygfqeg “ foren SUsR” <= ot

per cent ‘education cess’ gyry fipgr 21 foren STRR @ 9T
on all Union taxes. The yqm &t qiufys feanr ® =9 8@
revenues from education 3q wefer T e |

cess has been .
earmarked for spending S0 VAl €T o ferC A TH

on elementary education, 9 &7 TRT wFd H Ht 9

In addition to this, the &I &I 3=a Al & fau
government sanctions a 1 U IS &1 6t =won S T

large outlay for the =4
promotion of higher
education and new loan
schemes for students to
pursue higher education.
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Educational qRd 4 3 SYsAT 9M=ada
Achievements in India: frdl 231 &1 Afarew Iucf@™l &1
Generally, educational MHeT JI%h TIRRAT WX, yrefas
achievements in a forem TR <@ il FaT TIRRAT T

country are mdl_cated in T Ferar S 2
terms of adult literacy

level, primary education

completion rate and

youth literacy rate.
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FUTURE PROSPECTS afasT &t e

Education for All — Still a Distant
Dream: Though literacy rates for O o fau foam — oot ot ©

both — adults as well as youth — TUT 8| JufY Ia%h 3 FaT HI&ET

have increased, still the absolute - = oy
number of illiterates in India is as gﬁ HR &l Tl % L

much as India’s population was at 39 # fred &t e 3a €
the time of independence. In 1950, fSTd4l TIEAAT 9 THA 9RA i

when the Constitution of India was . .
passed by the Constituent Assembly, 11 1 ol ARA 1 wigur g 1

it was noted in the Directive 1950 ® Afded &l 9IRd &id 9HA
Principles of the Constitution that gfgum & Hifg ﬁIQ'Q'IEF dal o Tqee

the government should provide free .
and compulsory education for all foal o o &R Giaum i@ siH

children up to the age of 14 years &7 T il & 31X 14 99 ol Y
ithi 10 f the Ne
wrin years M ¢ o gedich fau figesw SR sAfer

commencement of the Constitution.
Had we achieved this, we would 31T &1 YauE &I 39 8T i

have cent per cent literacy by now. gTed i éﬁ ?ﬁ 3F d% Id-gfav
qierar & T3 sl
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Gender Equity — Better than fd7T HdI—Ygd 9 dgdl: 39 &l

Before: o g geel 3R ufgcned & st9 1
The differences in literacy . &l 3 & fe s
rates between males and ST ?*_q {el & o —H{Hdl
females are narrowing foen &t gahroHs faw 21 T
:ignilfying a POS“ived feranm 1 W@ ¥ R Tiea ke
evelopment in gender 3 ¢ .

equity; still the need to S % e 4 l.[ | %l ﬁ'@, v TR
nromote education for %1 3nfefer Tasrar MR il &R

women in India is imminent ¥ YR 3 Ty & & fam, g5
for various reasons such as ey 3ﬁ'{ e 9 9=af & e

iImproving economic
independence and social @A W 3T JHE STt 2

status of women and also
because women education
makes a favourable impact
on fertility rate and health
care of women and children.
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Higher Education — a Few Takers: The Indian 3=o fYe—a1 arall &1 &0l: 9GO &0 &1
education pyramid is steep, indicating lesser frafoe a5 A Elﬁlﬁ?'ﬂ % st =wifar % f& I=9@

and lesser nhumber of people reaching the o )
higher education level. Moreover, the level of e R qh «gd w9 o 9g9 9 AR

unemployment among educated youth is the =g, f¥farg Jareti &1 AUSTIRT Xt I=aaq 1
highest. As per NSSO data, in the year 2011-12, Ty gfrest adau ged & andel % AR

the rate of unemployment among youth males ) o
who studied graduation and above in rural s 2011-12 ® Y01 &5 ° EAe 9 W

areas was 19 per cent Their urban aye foham &t a1 gEW o d9 AW T
counterparts had relatively less level of 19 gfaer ol =% ved ansel o 16 URET

unemployment at 16 per cent. The most .
severely affected ones were young rural female 3T &lehd hH T YT SO <X off| 99 TR

graduates as nearly 30 per cent of them are wq § ywifaq o A <199 30 9fa9d SRS
unemployed. In contrast to this, only about 3-6 ¥ St Tar arEtor gfeen i s fogda, aretor

per cent of primary level educated youth in o .
rural and urban areas were unemployed. The 3R ¥4 &t & Tafyes wX & fafea Fanst

situation is yet to improve as indicated by the &t § giga1 3-¢ Ifav SASTIR &1 mafas oM

Periodic Labour Force Survey 2017-18. .
Therefore, the govemment should increase ¢ TART 2017-18 b (AR 39 feaafa & a1+t

allocation for higher education and also % YR 2T4faTd 1 3Td: WHR i I=a fIrem

improve the standard of higher education 3; fot oifires o9 &7 ST T AifedT ae
institutions, so that students are imparted

employable skills in such institutions. S=q e erl o W) W gHR A e
difer 981 96 ® S USHIK I Hivrel 9T 6l
Hoh
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CONCLUSION frreenl
The economic and social benefits =g gt fmfor 3R A f99™9 &
of human capital formation and aniffe grfss o 9 o 99t gRfag

human development are well _ o .
known. The union and state & R H ahg 3R TF R fen

govemments in India have been qeff WEeq &3l o faw oh fau
earmarking substantial financial i fae sEee $1 9EUE St

outlays for development of : o
education and health sectors. The 11 (! 2| foren ok e dad

spread of education and health oh ¥l o %l YHITAId €7 9 YAy
services across different sectors of =it St =ifgu, arfe snfefe q9fs

society should be ensured so as to ¥ -9y guar &1 9| o 8 99
simultaneously attain economic

growth and equity. India has a rich ‘1d % U T 3ﬁ'{ deh-I<h]
stock of scientific and technical SH—3Ifdd &1 9O &1 4 2 &

manpower in the world. The need UIREI q gUR #3997 9 YHR B
of the hour is to better it Rfcorft &1 o frato &Y f o

qualitatively and provide such .
conditions so that they are utilised TRd H Td@ 9 & g fohar o

in India. qoh |
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>Investments in education  >f¥en ¥ fAav uHE &t Ha ¢S

convert human beings into ¥ yfEafda s 2 T YHR HITE
human capital; human capital .

represents enhanced labour gt 9@1 g3 ScaIRehdl hl
productivity, which is an gfafifirca wtdl 21 98 T 31fsta

acquired ability and an T & SR guY CEL 4 feu U
outcome of deliberate fraerg froiat gfo
investment decisions with an ) <l L % st
expectation that it will "fqsr o 3 o @lal # Jfg &l

increase future income e 9 feu S 2
sources.
>foren o fd9r, +d Trer gfvneer,

»Investments in education, on-
the-job training, health, e, e SR gaT Aa i

migration and information are fquior 3 9 &1
the sources of human capital

formation.
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»The concept of physical > sitfa® ISt &1 Tehea1 AFE Yoit

capital is the base for 1 GhoyT Fuior 1 SER 2l
conceptualising human ‘it’f frfor & =t R o S
capital. There are some ¢ sk ;3
similarities as well as FHAAY SR S fasHar &)
dissimilarities between > q\gﬁ ﬁlﬂfﬂT ¥ frast
the two forms of capital : oF
formation. 4 = el 4t
HET ST 2

»>Investment in human
capital formation is
considered as efficient
and growth enhancing.
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>Human development is > {1 39 fa9R 9 i
based on the idea that g fo forer 3ﬁ'{ wWreey <t q-iaﬁ
education and health are > > 1R %
integral to human well- he 1Yl feTq 79— %,

being because only when i S M o T g1 3
people have the ability to fareq qur <ty aon @y Sita

ree_lc_l and write and the e g ¥
ability to lead a long and . i
healthy life, will they be 1 WG L | "™ 8 S

able to make other choices @ Tgd 3d ¢l
which they value. e

»The percentage of > Pl W d | RTar W
expenditure on education WM 9T S hT Fiaed TR

of the total government g0 o1 =t fSU 10 Hgd &l
expenditure indicates the <orid %I

importance of education in
the scheme of things for
the government.




