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These notes are not 1ntended to eerve ;s
more than a basis for discussion at the meetlna of
the Tas!: Force on Ec: cqilona Finance on Avgust 6
and 7. It would be ridiculous bo pretend that with
ny very limited knowledge of Indian Eduvcation, I can
00351b1y do more than sketeh in a few SUDGrflclal
1m3re331ons If thege provoke and promote dlscu551on,
they will serve their- purpose _

ﬁ I shall- start with a.sketcn of tne ﬁ,K;
sysﬁem of educational fihance, ;p the_hppe that some
of'the‘practices prevailing. there may throw light on,
cven if not provide solutions to, some of the Zinan-
cial issvées fag¢ing the Commission, I gﬂali then
set out very briefly some of the main eonsiderations
which will have to. be taken into accouﬁﬁriﬁ fineheing
arrangements. Then I comment‘on the che%ecter and
problems of (entre-State financial relaiioﬁS° finally,
T shall conclude  with comnents on reTailonshlos ‘with
: local bodles9 both public and pr1Vate._ There are a |
number of financial issues whlch I shall not tolich
on at all e«g.possible addltlonaj earmarked taxes'

cost conirol, relative pay structures of teachers at

different levels, rates of return to dlf¢erent stoges

of education etc. It is ‘not that there should “be

contd..
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considered unimportant but simply that I do not
have sufiicient time or knoivledze to deal with tlcu:
II
This brief description of the UJXK.systeu
of eduéational finance will start with an account of
génenal.ebntfaichéal finonecial relationships as
they are at present. Then we shall pass to the finone:
of the-lower stages of education; then to the higher
siages; finally we shall add a word on adult education.
The UK, is a unitary and not a federal
State and although there are considerable differences
between the nowers and functions of the different
local authorities, these can be ignorued here. The
esseﬁtial pattern of local awthorities! finances is
that they raise about half their revenue from taxes
etc., and about half comes in the form of grants from
the Central Government (there are no assignments or
. devolution -of taxation). 8Since 1959, the grant
system has worked in.the‘following way. First,
there is a so-called "Rate deficiency grant'" which
is aliocated among local authorities by a compli-~
léated formula'which_essentially results in making
awards to the more ruralllbéal anthorities; this
takes up about 1/8th of iotal grants. Second, and
much the most importgnt (about 70Z of the total), is
, the‘ggneral grant., fhis is'distributed on the basis
of a formwla giving g&ggvmarks.to'iteﬁs such as
nopulation, number of ghildréﬁ under. 15, population

density, areas with a high rate of emigration an¢ )inus

ol deap A mN
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meris to the value of property in a local authority

area., Third, a number of specific grants ase given
for mlsce1laneous burposes such gg school welrare
services, po1lce . housing ete., some being on a per-
* centage bas:Ls and some on a unit basis., 'Ihere amount
to some 15¢ of the totaly Before 1959 specific gronte
applied to other major items of local authority expen-
‘diture such as education and therefore were a much

: larger fractlon of the total. The principal reason
. for the change were the ideas (a) that the new systen
. would be simpler to administer mxi(b) that the old

) system had reached a stage where spec1flc grants were in
some cases such 2 high proportlon of local anthorlty
: expendlture as to endanger their freedom of action.
T Turnlng to the finaneing of the lower

staves of education (i.e.. up to the end 01 the grammar
'school or secondary school stage) we have to dlatlnlesb
three main streams -~ the public, “the semi - nubllc and tbe
"Dr1V1ie“ " In the public sectar, schoo]s are run throu*bqpt
the country by local authorltles. It is usual to hove
senarate schoels,for primary education (ages 5-11) ana
 these are usually co=educationsl After age e 11, there
is a_bllurcatlon between secondary modern schools and

7 apmar schools, but in both cases the tendencY is to
have separate schools for boys and girls. ﬂPlaces in

71 Some local aunthorities . also run nursery schools
- for children under 5, _ :

P

contd
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grammar schools areiéwarded on the basis of competd.

tive enﬂry (the famous "eleven plus" examination) aond

'it:woﬁ1d 5e rare for nupils to leave‘tﬁem vefore th.

age of 16; with an ever increbsing nurber staying on .

untii 18, the standaré age of University entry. In

sécondaf& modern schools, on the other hand, very few

nuolls stay on gftef the age of 15, the present school

' leaying age.z Thié bifurcation of secondary level edu-

" cation is due to be ﬁhééed out over the next few yecrs

the move td "comﬁrehensivé schools" (i.e. larger

schools coumlnlng all streams of ability) gathers pace.
As far as flnance goes, there is very little

to say. All education in the public sector is provided

compietely free (apart from pert-charges for mid-day

mealé; speéial.schoél subseriptions etc.) and the costs

fall whéily 5n the local amthorities (apart from the

© 100% grant for school weifare services),

‘ In the semi-public sector, one must dis-

" tinguish between two different types of school - though

there is sometimes an overlap between them. First,

there are a lot of church schools of different denomina-

tions whlch in fact are financed by the local authori-

tles but they malntaln a certain freedom of manageirent

which gives them some degree of independence, Again,

no”fees are charged. Second, there is the important

" category of direct grant schools ~ important for

their preéiige ahd feﬁutatiﬁﬁ (eag,,Mapéhester Gr ammex

Ty O B P 00 g g S e SO ey S e ks S g oy B O Y O P g S BN ik Sy B B S i Sy PO e S S ey S S e G ey e b e RS Bt T

2 It is to be raised to 16 in the near future,
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School (boys), Worgh LOhdorilCollegiate Sohools(girls)
rother than their number (some 200 in the whole country)B.
These schools are not under local authoritj control at all
‘but receive a Capltatlon grant from the Gentral Government
At the same time they agree to keeo free a certain »ronpor-
tion (usually 259 o' 50%) of thelr 31ﬁ£es for children for
vhom the local autharltj is w1111ng to nay. (These would
normally be selected on a.douole basls ~ partly the local
altthority eleven plus examlnatlon? partly a special exami-~
naiion set by the school), | They .then .charge fees (on a
scale determined by the Central Government) to all pupils,
but a sizable proportion w1ll have theirs! paid for by the
local authority or authoritiésh4f‘By snd large, these
schools: incur current expenditufo out of grants and fees
but haveLto reply on endbwméhts and appeals to meet major
non-recurrlng costs, _ -
' In the private sector of the economy, there
are a number of independent schools of different types.

A d1v1s1on whic¢h is frequently, though not always, Lound
is between schools taking chlldren up to the age of 13,
("preparatory schools") éﬁé schools fo; older children
("public schools™). . These Séh0613'f91j?§%é£ entirely

on féés. ond endowments though‘there are’ a few isolated

e ey T S W e Gk g s e D N s S A e e s e --_-———-— T e 4 g e P 2

:3 Direct Grant Schools are not found in Scotland and
"N, Ireland.. In fact, the system of ‘education there
differs .somewhat from the English one and so the vhole
' of this description should strietly be read as applying

to England and “Wales on._y. :

4 The prestige of some schools is such that local autho-
rities from some distance away may be willing to pay

\ the fees of selected pupils e.g. some boys commte 60
‘miles each way ®Bach day to Manchester Grammer School
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instances of local amthorities paying fees of children
who attend them, But normally the only concessions
which suich schools enjoy are the ordinary tax relief
. to-charitable institutions in respect of income tax,
.. property tax, et.c;..5 Something like 5-10% of the total
.number of pupils attends these schools.

- Ve now turn to higher education. The first
component here is that. of technical colleges and siidlar
institutions. These are mainly under the control of loecal
anthorities although there are a few specialised national
institutions., These colleges perform an immense variety
of functions providing courses for all sorts of vocrtional,
t echnical and academic qualifieations, most of the

students being on a part-time, and frequently on an evening,

basis. -The second ¢component is that of teachers! treoin-~

ing colleges which again are largely run by local antho-

rities though frequently outsidc hodies such as Churcelcs

~are represented in the management. These arc partly

‘financed by the local anthorities and parily by charges

" to students, though most of the iatter would in fact be

in reéeipt_of local anthority granfs which more or less

cover their tuitién and living costs.- The third compo-

nent is that of the Universities. L(Colleges of Advanced

'Technblbgy,rformerly under direct éontrol of the Ministry

of Education, are in the course of being converted into

BT 50 Dappens that The TolTef Tor Froperty Tax 15 -

- very congiderable in these cases. '

6 In fact, technical colleges etc., also perform functions
which can hardly be described as higher education e.f.

teaching shorthand to"girls of 16. But it is conveniocnt
to take all their functions together at this point.
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Universities and so they will be subswned under this
head). Some 702 or more bf University expenuiture is
met (on a quinquennial basis) from the University Grontg
Commission, orlglnally an agent of the Treasury but nosw
one of the Ministry of Education. The.remainder is mict
from fee income (and in turn most of the students Dariinz
fees rece1Ve grants from 1ocal atthorities.if undersr:
duntes, or from the Central. Government if graduates),
subscriptiogs from local authorities5 donations and
endowments:. - The iourth component Gt hlvher educ~tion
is a rather nnscellaneous ragb - corresnondence GOl
" leges, 1an~que schoo1s and tbe Tike’, ‘Egsentially
these are commer01al 1nst1tutlonsunot stpported by
publie aLthorltles but paying their way from fecs .

The last asnect oi‘ U.K.education is advlt
education. -This has taken a Var;Zéty of forms over the
vears - University éxtensién departménts, local autho-

rity sponsored courses, special organisations such as
the Vlorkers! Eduéatioﬁal Association »nd so on, The
‘kinds of courses given, fhe levels of-institutions and
the sources of finanéé afe almost as varied, As fer ne
the latter are c-qn_ce;t‘nec‘[; one ¢ah find anything from
evening courses for buéineésmén.(for'which firms sre
often willing to subsdriﬁé qﬁite heavily) to purely
nominal charges for instructién in cooking, handloom

weaving and so on (thé rest usually being met by local

" authorities). In a senselrthls type of activity

7 It should be noted that the Colleges of Oxford and
Cambridge, as distinct from THE Universities, do not

receive U.G.C. funds.
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mast be considered partly social as well as educa-

tional.
11T

There ‘are several features of the Indian
educational pattern which particularly strike one
foreigner. The first is the very large effort which
is already being made in the field. The very consi-
derable advonces in the last twenty years are clesrly
~a major factor here. But at the same time India differs
from many underdeveloped countrieé in having a substro-
tum of educational institutions with afery long and
extremely reputable history. At the same time, there
is obviously a lot of very low quality and low calibre
work being done. I would hotvlike to suggest that the
University of Madras falls in this category at éll. Dut,

as I understand it, the reading list fmer the B A,
Beonomies consists of books which would have been recad

by - students before entry to the best British Universi-

ties; and al the weakest of théée, the books would
certainly be covered in the first two termg of the first
undergraduate year. Another feature of the Indisn edu-
cational system is excessive rigiditya This comes out
in all sorts of ways at all sorts of levels - elose
oreseription of textbooks and courses, for too much
eontrol by senior people of junior people and so on

This sometimes leads to ridieulous régulaiigns sueh

as a refusal to allow economlcs and mathemehlcs o

‘be taken as a eombination of subjectsa. One might

as well go a step further and tell students to write



examination‘replies with pens without ink in them
These aré‘well-kpown points.and so I will

not dwell on them further, In “the futhre India is
+ cléarly Taced vith a further large eyoans1on in ednrce-
tionél.orov131on and at the Same tlme with the need to
»ull up tho-quallty of instruction and standards vler.
ever possible.. leen the low level of 1ncome per heod
- 1n India.and the.many othao olalms on Tesources, this
is a_cologsal:flnan01al tagk ghlchever way one looks ot
it., But in the.gsmo'wayroo,qo@o“animals are more ecual
“ than othersa.spme.tasks are-léSS‘COTOSSﬂl than others .
The Tirst .and most 1muortgnt pr1nc1p1e seems to me to

: give the Maximam. possible 1ncent1ve to private enternri
in this field. :Priva te enterprlse has done a great deal
in Indian: education, relatlvely to many other countries.
It is clear that there 1s an enormous popular demand
for educstipn and 80 people should be given every
~encouragement to.set about orOV1d1ng it. In many sectors
el the economy e.g., prov131on of roaﬂs or electricity,
the -government has to do the JOb 1t591f - the priv:te
sector: obviously cannot unaertale Su°h tasks. But

education - or some parts of 1t - can be orovided by

small :scale publlc f1n0n01q1 ef;orts and so the utinost
T

uge sHQuld he made of this characterlstlc, Encourrgee..t

Lof private initiative is qlso the most likely way of

attacking many of.the raﬁldltles in the system; and

so this is very much. a mqtter of kllllng two birds

with one stone. I reaulse that there ore disadvantases

contd .
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in this general strategy - those of a lot of small
or unsuitable units being set up, thase of unsecrusnu
lous characters posing as ecucationists and so onx.
But this is always true of private endeavour in any
field and the answers which normally apply in other
.fieldé hold here too, i.e., the forces of competition,
© plus thosé éf Government to deal with flogrant abuses.
So mneh for the general role of private

rather than public enterprise. Within the public sector
itself; there are many sefious issues. One of the most
important is the relative role of the Central Governuent
and the State Governments. I shall come to this topic
.'in inore detaii shortly but in- the meantime, the essential
" oroblem ié: how to maintain the freedom of general
_ action on the part of the States whilst ensuring that
“their detailed éntions are more liberal than they have
often been in the past. In general terms, the right
kind of answer éeems,td be to give the States, if ony
Vﬁhing,'a.greéiér freedom in the usage of revenues at
~ their dispoéal but to provide for the Centre to give
. more help of é §elective nature to specially worthvhile
institutions, individuals ete.  As for State Loorl
relations, I susneet that there is not yet much of a
case for further devolution of amthority, but I shall
return to thig later.

| One final point is the inter-relationshin
between equaiity and uniforomdty. Even in the course
of as short a span as two weeks in Ingia, I have heord

the cry raised on several occasions about the need
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for much greatef ﬁniformity among degree gziving
institutions. This seems to me compTetely i splaced .
All countrles that I know of have good and bad educr=
tional 1nst1tut;on5; It is fully recggnised in the
de3.A. for instancethgi a degree from an Ivy Leaguc
Universiﬁy on the East Coast is sométhing very different
from a brokeﬁ-down college in Mississippl or Alahama.,
Nor does the proposition camry conviction thalt »rosnec~
“tiVe employers are bamboozled by thg abparent equality
:of'B.A 'and M.A, degrees from each and every college, cr
'UniveréitV. One of my, JObS in the U.n. is to scrutinize
'anallcatlcns from Indian stLdents to Go post-graduste
work in my suogect in Ty Unlver51ty - and ‘I should cer-
tainly be §1scharg1ng_thes§ QQﬁles very nadly if I c¢ic
not learn to recognise the relative merits of degress
from different Universities and Colleges: :
| On the other hand, the arguments lor sreobor
ec“allty of ed"cailonal oppartunlty in dxfferent regions.
among dlflerent clagses ete. are hlghly relevant and
important. I shall retorn to this point with some sug-
gestions later. - All I need do at this stage is to re-
1terate thﬁt these two 1ssues - greater equality of
opnortunity and greaier unlfarmlty of education - zre
radically.differgnt from one another . ..
| I\‘s'hall start. by describing the. present
:svstem of Centreustate Llnanclal relations. .then men-
tion the main crit1c1sms whlch seem to0 have been

levelled against the system and finally discuss nossibple
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reforms Ih;vitgbly, & discussion on these lines

must ﬂake us o&tside thé donfineg,of educat. nal

finanée and on-té vider matters. It is almost eqgtially

‘_inevitabie'that there will be mistakes of fnoctual

i detail, fdf:thesé Iuébdlogisé in #dvance and only houe

» tﬁgt-fﬁ?.outlihes are‘essentially correct.

| o AThe system which now seems ﬂo be oper-tinz

is that the States have to plﬂce the details of thweir

-1nqnc1al posltlon oefore the Finance Commission in thre

Llrst 1nstance On the expendlture 51de States set

" out their non~developmental expenditure (admlnlstr“tlon,

Gebt 1nterest:;hd the "1ikeé) . their MinBerited" exnendi-

ture (e.ga, recurrent'éipénses arising from develoniigais’

A!quer ppev;ous plans) and ‘Tinally ‘their non-Plan dcve-

1o;ﬁg5£a1'éx£éﬁdi£mreéa On the Tevenue side, the St~tcs

se# out théi; expehdi%ureS'from-the-present set of taxes

(at present:r%feé) including Central taxotion vhick .mgst

be paid to the utates (essentlally Estate Duty) but

echudlng other tcx devolution proceeds. On the bosis

of these ;evenae and expendlture expectations, the

Finance Cdﬁﬁiséion then'ﬁakeé awards of taxes and

.grants in ?id to all'States-td meet their needs. ‘There

seems to be a good dééllbf flexibility here in that the

~overall need fof’graﬁts_écpendé-inter-alia on the ner
centage of incoméftax ahd excise tax procceds which is
allocated from_the Centré to the States. . A mixture

of principles is involved in the shareout between

the States - partly origin of tax, partly population.

portly special needs.



The Other maln Uart of Centre-Stqte
ass~istance stems Irov the Plannlnv Commis:“on, Once
the pattern of Elnance Comnission assistance is aguuL~
mined, the revenue and expenditure aspects of the |
fortheoming Plan cen be Looked at in detail. On the
rcvenue side, the states will have a surplus (i.e.,
over the relevant needs) axiéing from the awards of
‘the Finanee Commission, together with any new source
' of revenue likely to beceme available during the next
- Plan periogg. Onée the size of the State Plan is
determinedv(andiiLis includes current as well as capital
expenditura) it is then'the'ﬁask of the Planning Cou-
mission to ensufé sufficieht funds by grent or loan
to meet these needs > .

Several 001nts should be noted about Plan-
ning Commission procedures.' First, these grants
(onlike Finance Commiéﬁion grants) are speeifically
ﬂttached to particular prcjects and pald on a per-

centage basis In ragt there ig a further complica-
tion here in"fhe distinetien which is mede between
éeht&all'?" aided and Centrally. sponsored schemes,
Centrally aided schemes ere those falling withinthe
Stote Plan and genef;l:State competenae. Centrally
sponsored are those falling wiithin the Central'Plgn
but supernumersry to the State Plan. The latter often
corry a higher percentage grant than the former, as an
indusement to the States te underteke them. However,
Centrally sponsored sehemes vere unimportant for
education in the Third Plan period. Secondly, Planning
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Corindlssion nrocedures =re ver; ¢iflerent iron

Finance Commission procedures. Whereas the IMinance

'bcﬁmiés-ion is‘appointed.pnce every five yerits, €cicz

iés job and then disappears for a time, the Plannin:
. Sdaon 'Commission keeps .careful wetch of the schemes under

its aegis.. Performance .is metched ag~inst promise z-cl.
= . ) o L .
veor, and’ if States turn. out to have been nessimistic

H

in their revenuc forécasts, the surplus is used to cut
down the g¥ants ‘or loans. provisionslly promised by the

Planning Comiission, at the start of the five ye-r
period, ,

: R £
‘To complete the description, mention should

aisé'Be’n%ﬂe'oi somg other items of grant from the

denﬁréfiGovbrnmenbgsuqhigg_the National Scholarshi s

S L . . . .
Scheine .- These are:.oulside both the Finance Comriission

and the Plenning Comriission aw~rds ~nd ore ustially

T e . '
based on a-(high) ‘proportion of the relevani expenditrre

e

" To'dillustrate the working of the systenm

-tos in:more Getall, the following Tigures of total reveaue
Tor! Madrak (1963-64 Accounts) are relevant:

unts) are . Larl

. hag a‘_ls

Shere of Central Toxes 1™, 51"
‘State Taxes . | 64,96
Non~tax revenpe . 33,60
Gf@nts-in-ald.‘ . ' 16,70
" ¥ Finance. Commission 3,87
$#.  Planning Commission * (11,36

?—-———-—u'n----——--—- -———--—-'u"-'i-’-hh'-—[m--_-- T L Lo

c. - .
e : . +
e ]

8 Roughly spenking, variations in intra-group
put not in inter-group spending 7x¥é allowed

7

PR
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- It can be seen from the above that thefotal
of antralgassistance-in all forms in 1963/64 was juch
over a cuzrter of the totql revenue, and out of this
Central css1stance more than half was in taxes rather th-n
gronts; gnd the Planninz Comrdssion component in grants
was by far the most important, At the same time one
should note that net loans from the Centre to the Stote
vere R3.38,00 lakhs in 1963/64, and that for 1564/65
(estimatgd) the total of grants was put at 23,086 rela-
tively to 21;51'for'taxés and 28,90 for loans. A sub
stantial shift in the 1mnortance of grants (especially
;qunnlng Comm1551on and mlscellaneous “rents) relo t1ve1v
to taxes therefone seens to be.-taking place.

Finally, on the expendlture side, 1t is worth

noting that in ladras the 1965/66 estimates amount to
55.37,00 Iékﬂs (ap@roxiﬁhﬁelj) for-Eﬁﬁcaiion altogether,

~of whieh Plan schemes ’ expendlture taLes up (aporox)
73020, oo? o I
LXx. ‘ - kx oo xX piod
_ . The maln crltlclsms whlch can be levelled
'nuwlnst this system seem to be as follows°
(1) There is somé overlap between the fune-
- tions of the'Flnqnce Commission and those
-, of- the Plannlng Commissiony
(2) The total amaunt of exoendlture on edhca-

tlon may not oe as ﬂreni Qs 1t should be
relqt1Vely to other spendln
9 Anologles are. made for drawing. these illustrations

from one State only.: These were the “6nly illustrotions
aVallaole Lo me at the tlme of ertlnﬁ .
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(3) The "guality" of educnational snending
(e.z, weight given to @iffercnt tv-ecs
of spending, methods of aduinistrotion
ete.) may be below whot it should be.

_ Various‘sﬁggestidns'havé been or can be m-ée -
in réépeéﬁ of these problems and we shall look at the
foliowing in turn:

. (1) The working of the -Finnnce Commission

(2) The tied grants issue.

(3) A viable tax-grant system.

-~

(1) The workigg of the Finance Comilssion :
| At the time of the Third Finance Comission

Report in 1861, there was some argument anout whether
- the responsibility fqr ﬁroviding finance for the revenuz
component, of Plan expenditure should in effect be pro~
vided through Finance Gommissioﬁ or Planning Comaission
avardse. It would have seeme-d to me lozical to malze the
Finande Commisgion responsible for finance ~nd the Ploa-
ning Commnission (in effect) for expenditure. However,
I understond that the decision went the other way ~nd
- s0 no doubt this issue is now settled. Two other points
remain., Dné‘iéhﬁhethef the two Conmissions work in stch
a way'as to overlap dnnecessarily and so calbise duplico-
tion of effort. I suspeet that this must be so to some
extent - it is inevitable ﬁhen responsibility in vh~t
after all is a single field is divided into two - but

as far as I can Judge the'sequence of probeedings in
respect of the Fourth Plan seems to have been much more

logicals and so most of the difficulties may be avoided.



17~

The'‘remaining questien is vwhether the Finance Com-
mission should be a standing body or an ad hoc one.
This seems to depend on two factors. First, does one
want to give the Finance Comiission more standing
relntively to the Planning Commission? I imagine the
answer to this will dedend on political more than eco~
nonic and administrative matters. So I offer no com-
inent. The .second point is whether one thinks Finance
Conmﬁssion grants should be much more specific than at
present. If so, it would obviously be necessary to
have a standing Committee ready to pounce on the States
to call them to- account at regular inte¥vals. This
'1eaﬁs us straight to the second mein heading.

(2) The tied grants system:’

The argumentghbout specific grants versus
block gfents are old ones. The essential points ere
that the former may be'ﬁore effectiVe in secufing 10re
resources’ for one partlcular llne of exnendlture- the
latter glVes greaier freedom at lower levels of govern-
ment., In Indla, the emphasis from one system to the
other could be shifted in various ways. One would he
to make more of the Finence.Commission grants of a
specific charaeter and” this would involve a change in
its role and character as we have seen. Another would
be to reduce the awards made by the Finance Commission
to the States and to render more assistance either via

the Plannlng Comm1531on “or dIrect through the Minlstrj

m~1?ﬂur-n+‘|nn- I .G.C.. e'tc.




I st confess thot I am not yet persuaded
+rt thus 1is tlh.e right lihe of ﬁolicy. First, one ntset
remember (as illustrated with the ladras figures sbove)
that tied zrants ere now ve:} much more imortent than
nntied ones. To go further might seriously endanger tle
"iﬁdependence of lower-tier zovernments In fact, I would
have thoughﬁ that the ﬁreéeﬁt percentages for specific
grants - anumber of them are 160% - are in themselves
hiéhl§ dangerous. One of the reasons for the major
chenge in the U.K.grants system in 1959 was the feeling
that the old 60% education gfant was undermining the ince-
pendence of .local anthorities. (As long: as the U.l.
remaiﬁed largely on a specific grant basis, it was_ﬁot
éoséible to reduce this gfant percentege and mele ccrres-
ponding increases in others, becanse of the importance
" of edQCgtion in local authority budgeis). Nor does it
séem to me to fcllow»that edﬁcation would nceege~ril-
zeth larger slice of the calké if there were more in the
way of specific grants. TFrom ail I have scen ~nd herrd,
there is tremendous pressure dh the State snd lower lecvel
governments to increase educational expenditure and this
is sufficient to keep up the tempo cven with the presert
aroportion of untied gtanis. 'nd if the ratio of tied
grents were greater, it doas not seem io me to follow
that e@ucntion vould win out in the probess ~ this would
rresumably depend on the »nressure for tied grants for
health, roads and the like. It might be worth noting
that a number of teachers' organisations arguéd rgeinst

tlie UK., change~over of 1959 on the grounds that educotion



m.ght suffer thereby ~ but in faet this did not hap,en
in the event, I understand thet there was ar element

‘of grant liberelisetibn under the Planning Comssion
rrrengements for the Third Plan period but from il = & -
seen and heard ~this has not prevented an enormous exnan-
sion in eduCatlon exvendlture.

I fully realise that these arguments heve not
t~uched on the Mequality" aspects. One relevant princi-sl»
here seems to me to be that of a negstive grant levied in
stich a Lashlon as to impose a eenalty on those governments
which are misgbehaving grossly, This is another device
which has beeh employed in the U.K.for & long time,

" elthough for a rathér different purpose. I will illustrate
its use in more detail 1atef, | |

(3) A Vlable Tax-Grant Systems:

We have argued againgt any reductlon in the
relative importance of untied grants to the total of
aseistehce rendered by the Centre. ThisaStiliulecves
open the guestion whether e;greater shore of comion toxes
V(incode tax aﬁd excise duties essentially) should be de-
volved to the.Ste,tes9 thereby reduciﬁg their reliance on
Planning Commission grants. Given the trend of the share

of the tax component in total assistenee in recent years
(see above p.14) there is cIearly'something to be said for
‘ this view. Perhaps a reasonable working rule for the
Stﬂtes as a whole might be that tax devolution might be
flxed at not less than hulf the total of the revenue °
;tax payments and grants thereby restorlnv the position

which obtained in the earlier years of the Third Elan
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neriod. But one might have to go further still i_
the aim were to mahe.n.significant reductinn in the
depehdence on Planning Commission grants.
| The clestion then remains how to shery 71,

5moné the Stotes the untied grent =nd that elenent ol
tax devolution for which no st~tutory brsis exists

I shou"d have thought the right prlnclvle here wo.¢

be to take a.welghted average of a.nLnber of voriat.es
e.Z+, number of children aged (say) 6-13, number of
bnckward people, nu ber of people living in towms,
rOﬂd m11e9go ele.; anc¢ combine thcse wlth total Strta
1ncome ﬂs a,neﬂntlve fretor. This is o~n ex'remely
flexlble dev1ce as one can 1ncorporape whatever v~ ri-
.obles.ére thdught*to be important indicators of needs k5
the'l;uiinauemlia.".‘ award . TIt-should be noted that thz
relative weight -of the negative fnctor, 1ncome vill
vtend to diminish, the larger the number of positive
veriaples. This type of expenditure device has heen
tused iﬂ one form or another for many yeaors in the Ul

10

To illustrnte the working of the prlnc1ole, nssll.ag

3 States A, B and C and threc veriables I, II anc ILL
Variable I ml"ht be the share of each Staie in the
total number of children in the country, varisble Il
the share of backward peoplce ~né Vﬁrlﬁble III the sz

of total income renerﬂted. Let the relevant shrres
ne as follows:-

Yeribale State
' TI A R B %C
T I 3 3
IIT i S 278
A8s share = % +E 4 4= /24 of total gront.
B!'s share = & + % + g = 5/24 ~do~-
* C!'s share = 4+ 3 +4/8=28/24 ~do-

contd
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If it is cons idered necessary to lengtiien
the Strln”s att ached to Plannlng_Commission assistenon,
the same veneral pr1n01ple can he applied even if + -~
ceta11s aiffer e.Qar ‘the percentnge of assistance siven
fqr a new educatlonal Project might be varied from,St«t
-to Staie qccordlng to indicators of ineguality of incoL:
‘or of bad jerformance (e.2., in the educational conte:t
doop outs or percentages of failures in examinations )

The fundamental point in all these intri-
éaﬂies of CentreAStéLe relations:is how to get a hetter
nerformance at lowér levels wiyhouﬁ_a major inerense in
the authority‘of the Centre relatively to the Statoes.

I suggest that somethlnﬁ on the llnes above may be o
working basis for dnnuss1on

our ﬂekt tonic is the relationships between
“the uprer tiers of!GQVernment Ki,e;Ceﬁtre pias Stotes)
and the lower oﬁeé (town'cofporatibns, muinicipalities,
districts,,etc.), ri have very little to iﬁy here as
I have not been able to studv this area 1n/§1me at my
" disposal, DBut from what I haVé'gathered, it seems
to me thot the system is reﬁsonably satisfactory at
present. In so far as grants are made by States to
lower levels these are essentially on a percentage

~Goy

. basis (e.g. land revenue cess for education, mid

meals programme).- It may be thnat these srants shounld
be oriented. differently in some cases (e.g. should
local cesses be f&rthéf'éncoﬁfaged? Is there a cease
- for differentiateé paymehﬁs to teachers to get them

to take nn jobs in unpopular areas?) bul this re uires
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Cetailed investigation. There is clearly no case for

. Mlocek srants ot this level. To the éxtent th~t St + .3
misbehave in allccoting monies amongvdifferent loc~1
‘authorities, there secem to be wayé in vhich the Cenlrc
:cah tale the necesssry corrective oetion, e.g., n Ce:
trally-sponsored grent direct to a corporation. It .zl
well be thet in the course of time there will be scove
for further tax devolution and for untied grents from

States to lower tier authorities,; but provably not -1

present.

v

These are three topics in the Jield ol
publi§ sector-private sector relstions on which I »ro .cse
to cormﬁent. First, I shall say something obout fees ia
public_schqols, colleges, cte., Second, I shall lool: -1
~the relations Eetween the State 2nd privnte institution:
Third, I shall discuss the role of the Central Gover': %

On the first, I should have thought the rizht
,grinciple is to distinguish between scctors of edvccticon
~which are enjoyed by all (or at any rate a greot mnjerit:”
of) those eligible from those not so fully availaile.
By and lrrge, this is likely to mean that primery edu-
,c;iion should be provided free bhut secondary and higher
levels should not for'sometime to coime., There ore tio
reasons for this: one is thet it seems to me eminently
fair qnd reasonable that those who receive a "trade
union ticket" in this way should pay for the privilcsze
rather than raise the funds out of tnxation, where theo
burden is likely to be on non-beneficisries as well cs

neneficiaries. The second point is that the abolition
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of fees at the secondary (and a fortiori at the hirzher
levels) may raise some extremely awkward problems for
arivate institutions., Ve shall return to thk p01nt
Later. It goes without saylng that there should he reiz-=
from fees in some way or other for able students from
poor families. For thse reasons, I should have theught
that the recent apolltlon of seconaary school fee¢ in
‘gudras State. 1s a move in the wrong direction at a stagc
.!when only . 26% of the-ellglule boys and girls are in fact
‘enrolled'in standeéds IX-XT. It should ahso be noted
that for a1l Indla.the prooortlon of educational costs
(publie  and priVate)'mep.from fees has fallen from 2 %
to 15% in the period 1950-51 to 1565-66 (estimated) .

On the uestion of grants from State Govern-
ments to priﬁate institutions9 the fundamental point is
‘that those people who elect to send their offe;rings
nrivate 1nst1tut10ns save the Staies the cost of educe~
tlnv them at nubllc expense. The orinciple should,
therefore, be that grants should be pavable to perwte
institutions on the basis of the sav1ng in costs(net

12.
of fees, 1f [ any) to the pub1lc sector. There may wvell

AT it AL gt reie i der i o
1l

There is a perfectly gocd case in.principle for
chorging differential fees at higher level institu--
tions. according to the relative costs of the
courses undertaken.

12.
The proposition that, on this basis, those who do not

- agree with defence expenditure-. should be given tax

. concessions in a red herring., Defence exnendlture

"% 45 a public good the benefits from which are not allo-
cable to 31ngle individuals. Although there ere extcr-

" nalities associated with education there are stiystan-
tidl privste henefits too. It is; therefore, mch
more of a market good than defence.

contd_,
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be odministrative reasons for sub=dividinz the co:-t
s~vings or the grants but I will not go into these.

I see no resson vhy this wrovision should not apHly

at oll educationzl levels, froim nre-primery to nost-
rradtate, if relevont. Given the strritened budzet: o
circumstancés of India and the enormous ed"c~tiona
tﬁgk in front of it, there is need to encourage privotec
enterﬁrisé éi'oll points in the sphectrum.

- What sorts of controls shovld he ploced
over p;iVPte institqtions in respect of swch gr-nts?
Clearly, there must be provisions to secure efficient
;unﬁing but two other noints which are frecuently ri~Ce
aré leéé clear cut. vFirst, shou’d teacher salaries in
: priﬁaﬁe institutions be formally controlled? I ec~n s2¢
tﬁat in some circumstances there.méy be a case fer
fixing minimum levels but I should certazinly not sibs-
cribe to the idea that maﬁima should be fixed too.
Socond,ughoﬁld fees be controlled? ‘The'arguments here
are (é) ﬁhét if private institvtions can’ chorge un-
-Llinited.fees, then those able to pay them will have
nnverranted advontages in teacher ruality ete. and

() that some school owners maymske high profita if
they enjoy a.monophlistié situaiibn ~nd »nut fees up
'nccordingly. Neither of these nrguments secrms to 1 to
be overwhelmingly persuasive. As for as ecuality is
concerned, we do not prescribe identical food, housing
ond medical treatment for everyone ond so the propo-
gition thot edvcation conform to a uniform pattern ic

not obvious. I ean see that o situation may ~rise
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in which monopbly profits may be made and so Upricet
control may be the way of dealing with it. ~tt on
balance I should have thought that as long as che Sunics
‘h“Ve Eoshreund Louers to deal with serious abuses, this
should be- sufficient w1thout laying down hard and frst
inflexible rules - there appeaf to. be too many of these
already any way. ;

Whether rocognlsed private institutions
should be ﬂlVen oﬁher tax favours as well as State grants
is morée doubtful . They w111 not normally ve liable to
tnrx on endowment monies; the more‘controver31al point is
whether they shole be full? aSSeSSéd to local pronerty
. taxes. - ill such iﬁstitutiéns_only pay 50% of normal
property trx in the ﬁ;K.but I am not in a position to
advance 5 firh view on:thfs point in India. |

Finaily, I want_to fefgn to the role of the
Centre. It is quite cieaf thai the major buraen of
.assistance to Universities w1l’ h ave to fall on the Cebtreg
ns it does in most countrles 0¢ the world epart from the
ULS.Ae It is hlghlj unllhely that much in the way of
Clorge private endowments will:reach Indion Universities
- in the future, given the progféssivéneéé of the tnx
system. Indeed, I shd#ld he sfroqgly in favour of finding
some way of making more Central assistance available to

colleges as well as universities. This might be a very

salutary way of differentiating between sheep and gonts

ond giving extra grants to those colleges of proved

standards and resutation, )

In principle, assistance of this sort can ne

"2iren directly to the institutions concerned or
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indirectly via more liberal and more plentiful greonti-
snd loans to students. TI'rom wvhat I haove seen there 7 -
cuite o lot to be said for. the laiterias 2 means of
increasing student mobility betﬁeen centres of lesrnin-
and Xeeping these centres on their toes. I renlise
there sreo formidable administrative problems here -

~ 3erheps a compromise might be to put the major eimhnsis

-
<

-on the indirect method ~t the post-gzraduate stage onl:.
There are two other ways in which Ceatr-l
Tinancing might be deployed. One is to cnecournge the
spread of low-level higher eduecntion ty setting 1 or
meizing grants to correspondence colleges; evening iﬁstitr-

tions and the like. 1§ .irllar kind of iden is the propos:

T
for a M"Heational University of the Alr" vhich hos recentl:
received a lot of discussion in the UK. TFinally, I shc'?
+1ike to refer boelk to the direct grant systewnn for sciioole

in . the U.K.whereby the Centr~l Government mrlies specifiz
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One particular problem is the worlking of n five ye-r
grant period. This raises many diftliculties, ns
Universities in the UK. h~ve frecuently found,
esnecially towards the end of the gront operiod.
On the other h~nd, legislntures have a naturnl
reluctance to varantee funds in pervetuity.

One posslolllty might be to explore the iden

of o Mrolling prozramme", whereby a university
or colleze always knows 1ts fate Tor five yeors
shend, irrespective of the stoge ol the genhernl
planning period which has been reached.
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crants to selected grammar schools of outs’panding
merit. Is there not a model here for the Union
Government in its attempls to safegvard the existence
and weli being of importent institutions, if ﬁhey do .

- not receive fair treatment from their State Governmentg?

Ath Avgust,1965. _ AR. Prest



APTENDIX

Illustration of Working of Grant with
T (NEEative o loone*"c {EC‘GO‘/’j TALa)

(1) (2) (3) . ( ) (5)

. & shere of % share ol Ja shrre I slere
Stote Tecrward = - 'hl"lﬁ‘x'e?ﬁ Tt eTThet” o Tt
- Classes ™ o5ed b=13 domestie total

B TUTTTTT Dmemuct T TR
T

Andhra Pragesh 6.8 . 8.0 7.2 126
Assam 3.0 2,9 2.8 Sal
Bihar 11.6 | 11l.2 72 15
Gujarat <,5 5.1 5.7 Cal
Jarmn & Kashmir 0.3 0.8 3.7 O
Kerala 1.8 2.0 3.7 zel
iiadhya Pradesh 11.8 743 6.5 1246
Madras 6.9 7.2 7.9 ¢ .2
Maharashtra 5,0 ©.,2 13,0 1.2
irsore 3.6 5.4 5,0 240
Orissa 7.5 4,0 2.4 8.2
Funjab 4.5 5.1 6.2 .
Rajasthnn 6.1 1,9 3.8 , et
Uttar Pradesh 16 .7 16 .8 15.3 0.2
tiest Bengal T oe.8 8.1 11.4 6.5
Total " 100.0 100.0 100,0 100.0

Source: Educational Opportunities in . India

— s R W Ca— .

(Study of Cost of Bdue~tion in India - lMonogranh <),
National Council of Ednentional. Reserrch &
Training, New Delhi, 1665. Tables IIIL, VI ~nd VII.

Hotess (1)Union Territoriecs excluded

— . Y ‘.

(2) Col .(4) Component trented as negoiive ital



