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CENTRE-STATE RELATIONS IN FirMNCING EDUCATION IN INDIA

Jandhyala B.G» Tilak

Abstract

W h i l e  l i t e r a t u r e  on C o n t r  c - s t a t o  rt. I at ions in e d u c a t i o n  is 

r e latively abundant, hardly a comprt-hcns i vt= study can be found on the 

C e n t r t - s t a t e  financial r e la t i o n s h i ps  in edu c at i o n  in India^ Eve*n with 

r e g a r d  t o  t h e  f o r m e r  m a n y  s t u d i e s  a r e  l a r g e l y  c o n c e r n e d  w i t h  

h i s t o r i c a l  a c c o u n t s  of t h e  p r o - i  n d c p c n d e n c e  period.. T h i s  p a p v T  is 

c o n c e r n e d  with the- financial relati o n s h i p s butw^-en the Ce n t ro  and the 

s t a t e s  in e d u c a t i o n  in India. A f t e r  g i v i n g  a b r i e f  h i s t o r i c a l  

perspective on the problem, it is a t t e m p t e d  here to c r i t i c a l l y  revieiw 

the r e l a t i o n s h i p s  during the post-i ndep^ndenc.j period. Si net. equity 

is an accepted goal of Indian planning, just as of m a n y  modt.rn w e l f a r e  

stat;; g c v e r n m e n t s  in t h e w o r l d ,  w e  hav-e e x a m i n e d  t h e  r o l e  of t h e  

P l a n n i n g  and t h e  F i n a n c e  C o m m i s s i o n s  in I n d i a  in s t r i v i n g  e q u i t y  

t h r o u g h  t h e ’r re.spectivo p r o c o s s e t  of a l l o c a t i o n  of r e s o u r c e s  for 

educatioHc

T h e  a n a l y s i s  leactp us t o  c o n c l u d e  t h a t  the- a l l o c a t i o n  of 

r e s o u r c e s  t o  s t a t e s  for e d u c a t i o n  is net g u i d e d  by a n y  r a t i o n a l  

crite r i a  such as equity in the case of P l a n n i n g C o m m i s s i o n  or in the 

case of Finance Commis s io n .  In fact the essential model tha t  explains 

t h e  p a t t e r n  of a l l o c a t i o n  of r e s o u r c e s  to e d u c a t i o n  in India, It is 

concluded, is a political model w hich has no regard for any scientific 

r a t i o n a l e *  F i n a l l y  it is argu(;d he.re t h a t  t h e r e  s h o u l d  be less of 

phyji'cal c o n c u rr e n c y  and m o r e  of financial c o n c u r re n c y  in e d ucation in

i nd i?’.
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CENTRE-STATE ftELATiONS IN FINArCING EDUCATION IN INDIA

Jpndhyala d .G. Ti iak

I. Introduction

In a n y  f>_dersl systi..m "thi r e l a t i o n s h i p  b e t w e e n  f e d e r a l  or 

Central' g o v e r n m e n t  and local governmt;n+s is s i g n i f i c a n t  in e nu m b er  

of f i e l d s  a n d e s p e c i a l l y  i m p o r t a n t  in t h e  f i e l d  of e d u c a t i o n  a n d  in 

t h e  f i e l d  of e d u c a t i o n  t h e  f i n a n c i a l  r e l a t i o n s h i p s  a r e  of c r u c i a l  

importance. in a federal structure educ a t i o n  sector r e c ei v e s  finances 

f r o m  t h e  f e d e r a l  g o v e r n m e n t >  p r o v i n c i a l  g o v e r n m e n t s  a n d  e v e n  local 

governments, apart from several other sources such as p ri v a t e  sources 

of finances like fees, e n d o w m e n t s ^  donations etc>, w hich fall o u t s i d e  

the f r a m e w o r k  of this paper- In other wordS;, the pap^r is os s u n t i a li y  

con ce r n t d  with the role of Central and stat^ g o v e r n m e n t s  in India in 

f i n a n c i n g  e d u c a t i o n  in t h e  c o u n t r y .  T h e  q u e s t i o n  is i m p o r t a n t  t o  

study whe n  (i) overall C e n t r e - s t a t e  and s t a t e - s t a t e  r e l a t i o n sh i p s  ere 

d e b a t e d ,  (ii) e d u c a t i o n a l  d e v e l o p m e n t s  in d i f f e r e n t  r e g i o n s  e r e  

unequal, and m o r e  i m p o r tantly (iii) the levels of e c o n o m i c  deve lopm<-„nt 

of v a r i o u s  r e g i o n s  a r e  d i f f e r e n t .  T h e r e  h a s  b e e n  s c o n t i n u o u s  

c o n t r o v e r s y  r e g a r d i n g  T h e  C e n t r e  - s t a t e  r e l a t i o n s  in f i n a n c i n g  

e d u c a t i o n .  T h e r e  is a vi*.w t h a t  e d u c a t i o n  is of s u c h  g r t o t  n a t i o n a l  

i m p o r t a n c e that it can n o t  be a total r e s p o n s i b i l i t y  of the states, the 

C e n t r e  s h o u l d  h a v e  s o m e  s a y  on e d u c a t i o n a l  m a t t e r s .  On t h e  o t h e r  

hand, it is also argued th a t  in a vast and d iv e r s e  federal polity lik^_ 

In d i a  in t h e  i n t e r e s t s  of e d u c a t i o n  si,-.ctor it s h o u l d  b e  in t h e  t o t a l  

p u r v i e w  of t h e  state governments. We c o m e  to th e  d e b a t e  at the. end of 

this paper. We begin wit h  a historical p r e s p e c t i v e  of the probl^m^ in 

the f o l l o w i n g  section. Section 3 is devoted t o  an indeprh discussion 

Dn the r o l e . o f  the P l a n n i ng  C o m m i s s i o n  and the F i n a n c e C o m m i s s i o n  in 

f i n a n c i n g  e d u c a t i o n  in India. W e  concludt.- t h e  p a p ^ r  w i t h  s o m e  

tentetivi,; o b s e r v a t i o n s  on the p r o b l e m  in the last section.



2 . In FJotrospC'Ct

Thf p r o b l e m  of u n d o r  s t an d i n g e n d  d^.'fining t h e  p r o p e r  

rt I at i o n s h  i ps bfctwc^r, t h u  C . n t r c  a n d  t h e  sfat^^s in Indie is, of 

courstij m u c h  old'r than t h e  country's indepc nd.-nco.. For instance it 

f i g u r e d  q u i t e  p r o m i n e n t l y  in the G o y ^ . r n m c n t  of I n d i a  A c t  of 1935. 

H o w G v o r  t h e  issue w;cs d e b a t e d  ev^.n muc h  ue,rliv^r. In this S e ; C t i o n  it 

is c t t c m p t o d  t o  p r c s c n i  b r i e f l y  ,j h i s t o r i c a l  p r o s p e c t  i vc of the- 

p r o b l e m  w i t h  r e g a r d  t o c d u c a l  ion. I f o n e  Iooks a t  t h e  C e n t r c - s t a t o  

re:-i at i o n sh  i p in e d u c a t i o n  in rttrosp.v.ct, o n e  f i n d s  a v a r i c g a t i d  

picturf:. The period c o v e r i n g  the last t w o  ce nt u r i e s  csn be divid e d  

fcir t h i s  p u r p o s e  in t o  css«;.nt i o I I y tv/o phcjscsj, w h i c h  in t u r n  c a n  be 

■further divided into severs! phases. Thu t w o  m ain phases ere the pre- 

i n d e p e n a e n c e  p e r i o d  a n d  t h e  p o s t - i n d o p e n d e n c c  p e r i o d .  T h e  C e n t r e -  

state r e l a ti o n s  in these f w o  periods are of d i f f er e n t  cheracter. In 

the earl i e r  stages of the m o d e r n  prc~indGpend.^nce period, i.^., in th^ 

beginning of the 19th c e n t u r y  there was n=^ither a proper ’C e n t r e’ nor 

•' p r o p e r  ’state' c o r  r e s p o n d  i ng t o  t h e  'Centre*. L a t e r ,  d u r i n g  t h e  

Brirlsh rule the- m a j o r  lucuna in the educational sector in the c o u nt r y  

w a s  t h a t  t h e r e  w a s  'no n a t i o n e l  pol icy on v^ducation' no r  'o n r t i o n a l  

s ystem of e d u c a t i o n’ (Naik & Nurullah; 1945). Hence the C e n t r e - s t e T c  

r>^lations during pre-i n d e p e n c e n c c  p e r i o d  en d  t h e  p o s t - i  n d c p e n d e  ne e  

p e r  i od c a n n o t  be; s t u d i e d  in a s i n g l e  pc-rspcct 1 ve» in t h i s  s . c t i o n  

f i r s t  w e  dv^scribe t h e  f i n a n c i a l  r e l a t i o n s h i p s  beTwe^,n t h e  c o l o n i a l  

r u K .  rs in I ndia a n d  t h e  p r o v i n c i a l  g o v e r n m e n t s ,  a n d  th>, n th-^ 

d e v e l o p m e n t s  during the p^st-indcpendenc>- period w o u l d  b.. reviewed.

2.1 The Crown and the Provincial Relations

For lack of better and fa m i l i a r  t e r m i n o l o g y  we call the process 

of c o n c e n t r a t i o n  of p o w e r s  during, th e  B r i t i s h  p e r i o d  e i t h e r  in th^. 

hands of t h e  C r o w n  or in the hands of the r.'.pr..si.,ntotives of the C r o w n  

Centralisation' and when t hey did not take interest in e d ucation we 

call it 'decentralisation', e v e n t h o u g h  they w e r e  not G c t u c l l y  the s ame 

in the true senst/ of th. words.



The pre-i ndtpcndcnc^; period can be divid-_d into s c v‘,.r..>l phcsts. 

D u r i n g  tht. p e r i o d  b e g i n n i n g  f r o m  t h e  R ^ g u l e t i n g  A c t  of 1 7 7 3  t o  1 6 3 3  

the host Incie C o m p a n y  s l o w l y  and steadily gr ^ w  in strength and tend<.d 

t o  c o n c e n t r a t e  m o r e  a n d  m o r e  pow .  rs of acim i n i s t r e t  i on. b u t  in thv, 

r i e i c  of .iducrjtion, th*; p-,.Tiod u p t o  1 8 3 3  w a s  c h e r  ecTi-r i se d  by T o t e  I 

a b s e n c e  of centr;'! c o n t r o l :  th e  C o u r t  of D i r e c T c r ?  of E d u c c t i o n  in 

London hod played little rcl c  in the dev;_lopm^nt of indipn education;, 

and the- D i rectors of E a s t - I n d i e  C c m p e n y  wer., u n w i l l i n g  to 'sccept cny 

r..-sponsibi i ity for the e d u c c t i o n  of the Indians: In oth.,r words, the

provinicial govcrnm«i.nts w e r e  Totelly cutonoinous in mr-k i ng tht. ir o w n  

v.:ducat i o n e  I p o l i c i e s  e n d  p r o g r  tirnm*. s. E v en t h o u g h  the DIr.;?ctors v/er^ 

comp;.-.I Ie.d to ^cc>_pt s o m e  r e s p o n s i b i l i t y  r-nd incur som., ex p e n di t u r e  on 

educntion by th. Charter A c t  of 1813> no central educotioneI m a c h i n e r y  

w a s  c r e a t e d  for t h i s  p u r p o s e .  T h e  Ot.nerel C o m m i t t e e s  of P u b l i c  

instruction th<^t existed in the p r o vinces did not have any c cu n t e r p c r t  

at the Imperial C e n t r C a l c u t t a .

Hcwev-c,r it is with the Char t e r  Act of 1B33, w hich tr._,nsformed thv, 

c o m m e r c i a l  East India C o m p a n y  into o g ov erning ccr|>oration^ th^- phase 

of w h e t  c a n  be ca I led in r e t r o s p e c t j  c c n c v  ntr at i on of p o w e r s  in t h e  

h a n d s  of T h e  C r o w n  in e d u c a t i o n  sterTod."' B y  t h i s  net, th-.f C e n t r a l  

G o v e r n m e n t  was in full control of tht Indian finances.. The /\ct led to 

c e n t r a l i s a t i o n  of p o we r  and a d m i n i s t r a t i o n  in ail spii-rt-b i n c l u d i n g  

e d u c a t i o n  in s u c h  a w a y  t h a t  th>.. D i r e c t o r s  of P u b l i c  I n s t r u c t i o n  

needed tht, sanction of th e  Imps.rial GeVv,rnment at C a lc u t t a  for every 

i x p e n d i t u r w  on e d u c a t i o n -  T h i s  p^-riod of c e n t r a l i s a t i o n  corrrinued 

until 1870 but in a sense r i g i d l y upto 1C54 oniyo In a wa y  the V;ood* 5  

d i s p a t c h  of 1 85 4  p a v e d  t h e  w a y  for r e l a x a t i o n  of r i g i d  Impv-rial 

control over education. An I m p o r t a n t  f^.ature of pos t - 1 8 5 4  p c r i C'd w t- s 

tha t "the ce n t r e of interest in e d ucation now shiftv,d f r o m  London to 

Calcutta*' ( Naik c. N u r u l l a h s  1945. 149). T h e  C e n t r a l  c o n t r o l  o v e r  

e d u c a t i o n  w a s  v e r y  ’b r o a d  a n d  g e neral*. The s i t u a t i o n  c o n t i n u e d  

d e s p i t e  t h e  c o m p l e t e  t a k e  o v e r  of t h ^  I n d i a n  A d m  i n i s t r o t  i on by t h e  

B r i t i s h  C r o w n  under the G o v e r n m e n t  of India A c t  of 1853.



1 8 7 0  markeci o b e g i n n i n g  of 3  long phsst: o f  <.;v̂ c...ntr:; I iscjticn of 

p o w e r s  in oducot ion, initicicd by M a y o  in 1870. This wejs css. nt i I  I y 

bccGuse the B r i t i s h a u t h o r i t i e s  had be.come jwarc, as e v i de n t  from thi, 

Mc t  o f  1861,. of '* ‘th.:.: .:,xtra-c.rd i (U>ry an d  inh^.ront i f f i cu 1 1  i .s in 

dc^vising a s y s t e m  a p p l i c a b l e  to the w h o l e  of indiu*. it wes  th'.,rcfore 

p r o v i d e d  thr?t u x c . p t  in rn-'ttors of n i l - I n d i e  c o n c e r n ,  p r o v i n c i .’! 

g o v e r n m e n t s  s h o M  hovt; the re s p o n s i bi l i t y  of legislating in eccordenct. 

w i t h  t h e  r.-.qu i r c-rnents of iocel n e d s .  T n e  ..srlitr tend-^ncy of 

cent r a l is i n g  p o we r  was t h u s  put in r^^verso gear, ss it wer.^*' (Singho 

19/7 = 3).. Th.;.'re w a s  h o w e v e r ,  no c l e a r  d e m a r c c ' t  i un of p o w e r s .  It 

s h o u l d  be n o t e d  t h a t  w h i l o  t h i s  d e c e n t r a l i s a t i o n  in gcn>.rnl w a s  

c o n f i n e d  t o  t x e c u t i v e  a n d  K,gisletivt: p o w e r s  en d  t h o t  in foot, 

coord i nr,t ion,, policy formulr'tion end financirJ a s s i s t a n c e  still rested 

with the Centru, n few d e p a r t m e n t s  including police^ jails, education, 

m e d i c a l  etc., w e r e  h a n d e d  e v e r  t o  t h e  p r o v i n c e s .  T h e  C e n t r e  e l s e  

a s s i g n e d  s o m e  r e v e n u e s  t o  t h e  provinc(-.s, in a d d i t i o n  to m a k i n g  s 

p r o v i s i o n  t h a t  i n n d u q u e c y  ir r e v e n u e s  c o u l d  be m e t  o u t  of i n c r e a s e d  

t a x a t i o n ,  by t h e  p r o v i n c e s  b u t  u n d e r  Cv.,ntrel s u p e r v i s i o n .  in l b b 2  

sharing of revenue and ex p e n d  i tur'.̂  (divided h‘. ads) b e t w e e n  the Centr^. 

ano the pro v i n c e s  w.-'S ?ttv,mptcd in p I acc of ass I gnrnents, and the- scope 

of t h e  d i v i d e d  h e a d s  w a s  w i d e n e d  in 1897-, In 1 897 t h e  Ind i a n 

E d u c a t i o n  S c r v i c e  w a s  c r e a t c d  w h i c h  e n a b l e d  C e n t r a l  r t c r u i t m e n r  of 

p e r s o n n e l  in E n g l a n d  w h o  wer^ t^.jre r e s p o n s i b l e  o t h e  I m p e r i a l  

Gov».,rnmcnt. it h..dj however, no serious advers*:: eff-^cts on the p o w e r s  

of the provinces. In 1898 Curzon c.„me to Indio and his arrival m arks 

the, h i g h  w a t e r m a r k  of c e n t r a l  i s aticn. D u r i n g  hi s  p e r i o o  th.e pol icy 

t o w a r d s  e d u c a t i o n  c h a n g e e .  He i n f a c t  i n a u g u r a t e d  a b r i e f  p e r i o d  of 

C e n t r e - i  n-^r v e n t  i o n  a n d  activt- p o l i c y  m a k i n g  in e d u c a t i o n  a n d  

v d u c a t i o n e  1 s y s t e m  w a s  a l m o s t  c o n t r o l l e d  by the Central government. 

C u r z o n ' s  p o l i c i e s  w e r e  n e i t h e r  pursue'd v i g o r o u s l y  nor a b a n d o n e d  

a l t o g e t h e r  a f t e r  t h e  e x i t  of C u r z o n .  H o w e v e r  it is t h e  M o n t a g u e -  

C h e l m s f o r d  R e f o r m s  w hi c h  b e c a m e  later the Constitutional R e f o r m s  M e t  

of 1 9 1 9  w h i c h  c o u l d  c l e a r l y  b r e a k  t h e  i t g a c y  of C u r z o n o  V^hile all 

earl i ̂ ,r d e v o l u t i o n  of r e s o u r c .  s w e r e  f r o m  o n e  I evv, I of c x e c u t i v c  t o  

anot h e r  as a m a t t e r  of convenience, thi. /ict of 1919 brou g ht  about the 

sta tu t o r y  ais t r i b u t ion of p o w e r s  m d  r e s p o n s i b i l i t y  b e t w e e n  the Centre

4



a n d  the p r o v i n c e s .  Thî , g o v c m m t n t 5  at p r o v i n c i r l  l a v c i  b e g a n  t o  

t x u r c i s L  lergv^ a u t h o r i t y  o v e r  t d u c o t i c n .  As t h e r e  w o r u  g o o d  a n d  

stcjbic financial re I rations betwtitn C>_ntral and provincial g cv e r nmonts, 

"education riad the good fortune t o  receive m u c h  lcrcv.r finoncts than 

it di d  in the tcrli.^r p e r i o d” (Naik 5, N u r u l l n h .  1945: 2 3 5 ) o  Ttia 

gr a n t s - i  n - a  i d s y s t e m  w h i c h  s t il l  e x i s t s  todays, is in a s e n s e ,  a 

product of this period. Thv^ Central g o v e r n m e n t  m c d e  generous grants 

t o  fcducjtion w h i c h  w e r e  u n k n o w n  in t h e  h i s t o r y  ct I n d i a n  e d u c a t i o n  

either before or ieter.

The G o v e r n m e n t  of Indis /^ct of 1919 w h i c h  introduced diarchy in 

the provinces placed e d ucation under the r e s p o n s i b i l i t y  of the Indian 

M i n i s t e r s .  E d u c a t i o n  w a s  n o t  o n l y  a p r o v i n c i a l ,  b u t  a t r a n s f e r r e d  

s u b j e c t  a n d  c o n s t i t u t i o n a l l y  t h ^  C e n t r e  w a s  n o t  t o  c x e r c i s e  a n y  

c o n t r o l  o v e r  t h e  t r s n s f o r r e - d  s u b j e c t s .  H o w e v e r  t h e  f i n a n c i a l  

a r r a n g e m e n t s  u n d e r  d i a r c h y  d i d  n o t  h e l p  t h e  e d u c a t i o n  s e c t o r .  T h e  

finances of the p r o v i n c e s  w e r e  largely c r i p p l e d  by the c o n t r i b u t i o n s  

p a y a b l e  t o  t h o  C e n t r a l  g o v e r n m e n t ,  u n d e r  w h a t  w a s  ca I led t h e  'j o i n t  

p u r s G *  system. As s u c h  o d u c a t i o n  r e c e i v e d  less f i n a n c i a l  r e a s o u r c e s  

from the provincial g o v e r n m e n t s  as well. By 1921 e d u c a t i o n  b e c a m e  a 

t o t a l l y  s t a t e  s u b j e c t .  T h e  c o n t r o l  of t h e  f c d c r ? )  g o v e r n m e n t  on 

e d u c a t i o n  w a s  r e d u c e d  t o  s u c h  an e x t e n t ,  t h a t  it Iud t h e  H o r t o g  

C o m m i t t e e  to c o m m e n t  that educatic''. received an 'unfcrtunate divorce* 

from the G o v e r n m e n t  of Indiao it was an u n f o r t u n a t e  divorce, because 

t h e  G o v e r n m e n t  of Indie c e a s e d  t o  t a k e  a n y  i n t e r e s t  in e d u c a t i o n a l  

m a t t e r s .  T h e  G o v e r n m e n +  of I n d i a  s a v e d  e lot of  e x p e n d i t u r e ,  w h i c h  

o t h e r w i s e  should have been incurred on education. The special gr a n t s  

to e d u c a t i o n  w e r e  tota l l y  discontinued. The adu c a ti o n  sector in the 

country did suffer a lot due to this. The f i n a nc c  d e p a r t m e n t s  acted 

as a ‘spy' on t r a n s f e r r e d  s u b j e c t s  I ike e d u c a t i o n ,  c r e a t i n g  s e v e r a l  

p r o b l e m s ,  e i t h e r  v e t o i n g  or r e j e c t i n g  t h e  p r o p o s a l s  m a d e  by t h e  

m i n i s t e r s  of tr a n s f e r r ed  subjects.^ The financial a r r a n g e m e n t  in the 

d i a r c h y  s y s t e m ,  t h u s  d i d  n o t  h e l p  t h e  e d u c a t i o n a l  s e c t o r  in t h e  

country. H o w e v e r  the provincial a u t o n o m y  granted by the G o v e r n m e n t  of 

I ndia r^ct of 193 5 g a v e  m o r e  p o w e r s  t o  t h e  provinc<„s fo o r g a n i s e  its 

o w n  o d u c a t i o n a !  s e r v i c e s .  T n e  C e n t r a !  M C v i s o r y  B o a r d  of E d u c a t i o n



(CAE'E) end the Educc'tion Departments w c t g  wound up» Th-_ control and 

s u p e r v i s i o n  w h i c h  the C e n t r e  i gcvcrniTik. nt us( c to c x o r c i s c  ov'-r th^, 

dttails of administration virturliv comt to find -̂.nd» Tht provincial 

govtrnrntnts n o w c v e r  ',.njoy\.d grcsTs.-'" frec-dom to p I an p r o g r a m m e s  of 

^;ducc:tional oxpension end improvcrnents- Hcncc. in tht initial pcxt of 

this p e r i o d  s o v e r a ! n ^ w  sch;;mts w t r e  u n d e r t a k e n  j e n r o l m e n t s  of 

students i ncre&sc.d rapidly >;r.d i.ncrossed groots to oducction wort mud« 

by thu provincic! governments.

W i t h  the revival of the CA3E in 1935 the Central gcv-;,rnmont began 

to k in g  the r^jsponsibi I ity of education. Hov^Gver it did not change the 

s i t u a t i o n  s e r i o u s l y .  B u t  t h i s  w c s  in a s e n s e  t h e  b e g i n n i n g  of th e  

e f f o r t s  of t h e  C e n t r a l  g o v e r n m e n t  tc t a k e  i n t e r e s t  in e d u c a t i o n ,  

p r o v i s i o n s  for w h i c h  w e r e  mc'dc in th*. C o n s t i t u t i o n  of I n d e p e n d e n t  

Indic! in 1949.

T h e  G o v e r n m e n t  of I ndia A c t  of 19 3 5  d i v i d e d  t h e  educp.tional 

r e s p o n s i b i l i t i e s  m o r e  c l e e r l y  b e t w e e n  t h e  C e n t r e  en d  t h e  s t at e s .  

W h i l e  the Act of 1919 " made education a subject w h i c h  was 'partly all- 

India, p a r t l y  r e s e r v e d y  p a r t l y  t r a n s f e r r e d  w i t h  l i m i t a t i o n s ,  a n d  

partly t r a n s f e rr e d  w i t h o u t  limitations*;, and the Act of 1935 improved 

t h i s  o n a m a l o u s  p o s i t i o n  c o n s i d e r a b l y "  ( Naik & N uruI Iahri 9 4 5 s 3 6 5 )  

plac i n g  a few s e l e c t i v e areas of education sector os 'ederal subje;cts 

and the m a j o r a reas of the sector as state subjects, the C o n st itution 

of India has m a d e  a m o r e  cl oar classif icatic'n, rei a i n i n g  h o w e v e r  th^ 

basic features of the federal structure' introduced in 1935.

2o2c Developments during the Pcst-indepGndenco Period

V^ith the a d o p t i o n of the Constitution of India the place accorded 

to e d u c a ti o n  in the fedt.-ral f r a m t w o r k  d r a s tically changed. As far as 

tht C e n t r e - s t a t e  r e l a t i o n s h i p s  are concerned th^. C o n st i t u t i o n  of India 

m a d e  t h r ee  lists . List 1 “ List of Union f u n c t i o n S j ,  List 2 - L i s t  of 

s t a t e  f u n c t i o n s ,  a n d  L i s t  3 - L i s t  o f  c o n c u r r e n t  f u n c t i o n s ,  and 

e d u c a t i o n  w a s  p l a c e d  in t h e  L i s t  2, e x c e p t  a f e w  m i n o r  p a r t s  of 

e d u c a t i o n  w h i c h  w e r e  p l a c e d  i n  L i s t  1, The f o l l o w i n g  s e c t o r s  of



e d u c a t i o n  a r e  l i s t e d  as t h e  f u n c t i o n s  of t h e  U n i o n  . c e n t r a l  

universities, institutions of national importance, U nion agencies and 

institutions for professional, vocational and technical t r a i n i n g  and 

c o o r d i n a t i o n  a n d  d e t e r m i n i t a t i o n  of s l a n d a r d s  in i n s t i t u t i o n s  for 

h i g h e r  e d u c a t i o n .  V o c a t i o n a l  a n d  ’i'echnicai t r a i n i n g  of l e b o u r  w a s  

l i s t e d  as a c o n c u r r e n t  f u n c t i o n .  T h o u g h  <-.ducation w a s  s x p l i c i t i /  

l i s t e d  a s  a s t a t e  su b j ^ i c t ,  t h e  C o n s t i t u t i o n  p i a c e o  m o r e  

r e s p on s i b i l i t ie s  of edu c a ti o n  on t h e  C e n t r a l  g o v e r n m e n t .  C i e a r ' y  a 

s i g n i f i c a n t  p a r t  of h i g h e r  e d u c a t i o n  has b e e n  t h e  r e s p o n s i b i I i t y  of 

t h e  C e n t r a l  g o v e r n m e n t .  F r o m  t h e  C o n s t i t u t i o n ,  ’'the G o v e r n m e n t  of 

India o b t a i n e d  a l a r g e r  a u t h o r i t y  o v e r  e d u c a t i o n  t h a n  u n d e r  t h e  

G o v e r n m e n t  of I ndia A c t s  of 1 9 1 9  or 1935'* (Rao; 1 9 7 2  i 179). T h i s  

i n c r e a s e d  r o l e  for t h e  C e n t r a l  g o v e r n m e n t  in e d u c a t i o n  h a s  b e e n  

j u s t i f i e d  on a v a r i e t y  of g r o u n d s .  As R a o  ( 1 9 7 2 : 1 7 9 )  r i g h t l y  n o t e s  

t h e r e  a r e  t h r e e  e x t r a n e o u s  f a c t o r s ^  viz., (a) t h e  a d o p t i o n  of 

pl a nning as the te c h n i q ue  of d e v e l o p m e n t  and the f o r m u l a t i o n  of five 

year plans by the Planning C o m m i s s i o n ,  c o v er i n g  both Central and state 

d e v e l o p m e n t  a c t i v i t i e s ,  (b) t h e  i n s t i t u t i o n  of l a r g e  c e n t r a !  g r a n t s  

e a r m a r k e d  for s p e c i f i c  e d u c a t i o n a l  s c h e m e s ,  a n d  (c) t h e  p o l i t i c a l  

a c c i d e n t  of t h e  s a m e  p a r t y  b e i n g  in p o w e r  at t h e  C e n t r e  a n d  in t h e  

states. The role of the Central g o v e r n m e n t  has been further justified 

on t h e  g r o u n d  t h a t  t h e r e  a r e  r e g i o n a l  i m b a l a n c e s  in e d u c a t i o n a l  

d e v e l o p m e n t  and the states t h e m s e l . e s  ca n n o t  reduce he disparities, 

c o n s t r a i n e d  by their o w n  inadequate financial resources, and hence the 

role of th e  Ce n t r e  b e c o m e s  u n a v o i d a b l e  to check these imablances»

S i m i l a r l y  to m a i n t i a n  u niformity, high standards and quality in 

e d u c a t i o n ,  a n d  for n a t i o n a l  i n t e g r a t i o n  it is b e l i e v e d  t h a t  th e  

Centra I g o v e r n m e n t  should extend its ju r i s diction to education. It is 

a l s o  v i e w e d  t h a t  t h e  C e n t r e  c a n  a c t  a s  a c l e a r  if^o h o u s e  a n d  

c o o r d i n a t i n g  agency in every sector of education, and it can develop 

p r o g r a m m e s  of s i g n i f i c a n t  a n d  f u n d a m e n t a l  r e s e a r c h  in e d u c a t i o n .  

Central intervention in edu c at i o n  is further justified, as p r ovision 

of educational facilities as a r ight to all, p a r t i c u l a r l y  e l e m e n t a r y  

education, and p r otection of educational inferests of we a k e r  sections 

ar^- a p a r t  of t|-ie D i r e c t i v e  P r i n c i p l e s  of t h e  C o n s t  ituton. It is



a r g u e d  t h a t  t h e  centrt- h a s  a r e s p o n s i b i l i t y  t o  be g u i d e d  by t h e  

Oiructive Pr i nc i p I c-s.^

T h e  C e n t r a l  g o v e r n m e n t  i n t e r v e n e s  in e d u c at i o n  part i c ul a r l y  in 

t h r e e  w a y s ;  T h e  C e n t r a l  g o v e r n m e n t  has its o w n  C e n t r a l  s e c t o r  in 

i-'du c a t i o n ^  w h i c h  includeSj, b e s i d e s  t h e  s e c t o r s  I is t e d  in U n i o n  L i s t  

( L i s t  1), t h e  C e n t r a l  s c h o o l s >  t h e  r e g i o n a l  c o l l e g e s  of e d u c a t i o n ,  

national scholarships;, the p r o g r a m m e s  of Unive rs i t y  Grants C o m m i s s i o n  

(UGC) s u c h  as t h e  c r e a t i o n  of c e n t r e s  for a d v a n c e d  s t u d y  etc. 

A d m  i n i str a i v e  as wel I as f i n a n c i a l  f u n c t i o n s  of t h i s  s e c t o r  a r e  t h e  

total r e s p n s i b i I i t y  of the Central governmento T h e s e activities are 

planned, i m p l e m e n t e d  and financed ex c lu s i v e l y  by the Centre.

S e c o n d l y  t h e r e  is a s e c t o r  k n o w n  as C e n t r a l  ly s p o n s o r e d  s e c t o r  

t h e  r e s p o n s i b i l i t y  of w h i c h  t h e  s t a t e s  do n o t  a c c e p t  on t h e  i r o w n .  

The Central g o v e r n m e n t  c ould however, pe r s u a d e  the state g o v e r n m e n t s  

to accept the r e s p o n s i b i l i t y  of their impIemenration» They c o n st i t u t e  

p e r t  of t h e  C e n t r a l  p l a n  in r e s p e c t  of w h i c h  t h e  s t a t e s  a c t  as 

e x e c u t i v e  a g e n c i e s .  T h e y  a r e  d e s i g n e d  an d  d e v e l o p e d  by t h e  C e n t r e .  

The a c ti v i t i e s  in this sector include p r o m o t i o n  of Sanskrit, Hindi in 

n o n - H i n d i  s p e a k i n g  s t a t e s ,  p r o m o t i o n  of s t u d e n t s ’ t o u r s  etc. T h e 

C e n t r a l  g o v e r n m e n t  t a k e s  c a r e  of t h e  f i n a n c i e i  p a r t  of thes^. 

activities-

Then t h e r e  is t h e  C e n t r a l l y  a s s i s t e d  s e c t o r  w h i c h  includt.s 

s c t i v i t i e s j  in t h e  p r o m o t i o n  of w h i c h  th>.. C e n t r e  is a c t i v e l y  

i n t e r e s t e d  t h o u g h  t h e y  a r e  e m b o d i e d  in t h e  s t a t e  pl a n s .  T h e  s t a t e s  

ac c e p t  the financial r e s p o n s i b i l it i e s  of this sector only partial iy. 

E n r o l m e n t  of h a n d i c a p p e d  in t h e  i n t e g r a t e d  s c h o o l s  is o n e  s u c h  

activity. The financial c o nt r ibution of the C e n t r e  to such a c tivities 

m i g h t  v a r y  in b e t w e e n  t o  lOO^o of tht; total c o s t  of t h o s e

act i v i t i e s .

T h u s  w h i l e  t h e  C o n s t i t u t i o n  has p l a c e d  a s i g n i f i c a n t  p a r t  of 

h i g h e r  e d u c a t i o n  u n d e r  t h e  c o n t r o l  of C e n t r a l  governm^..nt, f i n a n c e s  

f r o m  C e n t r a l  g o v e r n m e n t  f l o w  into t h e  school ed u c at i o n  sector also.



t k n c  it is g t n t r a i l y  f e l t  t h a t  a large p a r t  of tht, f i n a n c i a l  

assistanct made; by -!-he. C<_ntrc. to the states had f l o w n  into the artas 

where, states had ex clusive Jur i sd i cat ion r e s u l t i n g  in w h a t  could be 

c a l l e d  e r o s i o n  of a u t o n o m y o  On t h e  w h o l e  o n e  f i n d s  t h a t  e v e n t h o u g h  

e d u c a t i o n  w a s  d_e j_ur£ a s t a t e  s u b j e c t ,  it w a s  de f a c to a c o n cu r r v „ n t  

subj^ct.^ H o w e v e r  the c o n c u r r e n c y  wes confined m o r e  to n o n - f inancia I 

aspectsj and in tact there w a s  no real ’financial concurre'ncy* (Rac . 

1972:183).

In t h i s  b a c k g r o u n d  t h e  Cein st i t u t  i o n a  I A m e n d m e n t  m a d e  in 1 976 

w h i c h  b r o u g h t  e d u c a t i o n  t o  t h e  c o n c u r r e n t  I i st c a n  be understocjd as 

nothing but legalisation of a featur^j that has been in exi s t e nc e  all 

t h e s e  yea r s .  In o t h e r  w o r d s ,  ’’w h a t  w a s  f e l t  v a g u e l y  a n d  r e a l i s e d  

indirectly has now been v e r b a l i s ed  and put in black and white" (Singh 

s 197 7  ; 1). W h i l e  it is t o o  e a r l y  t o  c o m m e n t  u p o n  th e  full

implications of this A m e n d m e n t  on the basis of o-xperience of the last

tew years, it m i g h t  be e x p e c t c d  that in co u r s e  of t i m e  ther^. would b<. 

true financial c o n c u r r e n c y  as well in education.

In the fol l o w i n g  section we e x a m i n e  In mor.^ detail the processes 

of flow of Tinances from Ce n tr e  to States for educational purposes os 

e n v i s c g e d  by t h e  C o n s t i t u t i o n  v i s - a - v i s  t h e  a c t u a l  p a t t e r n  of f l o w  

during the p o s t - i n d e p e n d e n c e  period.

3. The P r e s e n t  Federal S t r u c t u r e and D e v o l ut i o n  of R e s o u r ce s

in a g o o d  f e d e r a l  c c o n o m y  b o t h  t h e  Fi^d^rcl govv..rnment an d

provincial units will be having s u f f i c i e n t  res o u r c es  of th.,ir cwn^. As 

t h i s  h c s  n o t  b e e n  t h e  s i t u a t i o n  in lndia> t h e  C o n s t i t u t i o n  had 

e n v i s a g e d  d^n'oluticn of res o u r c e s to th'„ states fro m  the C e n t r e I t  

is n e c e s s a r y  h e r e  t o  n o t e  t h a t  th.: s y s t e m  in Indie- m n k t s  a s h a r p  

d i s t i n c t i o n  b e t w e e n  ' d e v e l o p m e n t’ (plan) an d  ' m a i n t e n a n c e '  ( n o n - p l a n )  

e x p e n d i t u r e  on education. The process of sharing the r e s ources by the 

C e n t r e  a n d  s t a t e s  in th^. c o u n t r y  t a k e s  p l a c c  t h r o u g h  th>- P l a n n i n g  

C o m m i s s i o n j  ?, p e r m a n e n t  n on - s t a t u t o r y  and q u a s i - j u d i c i j r y  body end the 

F i n a n c c  C o m m i s s i o n ,  a s t a t u t o r y  b o d y  a p p o i n t e d  o n c e  in cvei'v fivv.



years. The fo rm e r  t a k es  cero of tht plan fcxptndituro and tht' ia+tcr 

t h e  m a i n t o n c n c c  uxptt^nd i turfc T h e  P l a n n i n g  C o m m i s s l c n  yvrrs its 

authority of a s s t s s m o n t  of r e q u i r e m e n t s  of c-„ntro and states only by 

c o n v e n t i o n  a n d  t h e  r e c o m m e n d a t i o n s  ere n o t  s t r i c t l y  b i n d i n g  on t h e  

Centre, o r  on the s t a t e s ,  b u t  a r e  n o r m a l l y  a c c e p t e d ,  p a r t i c u l a r l y  in 

v i e w  of its c o m m e n d i n g  influ^nc^, on b o t h  t h e  g o v e r n m e n t s .  Th.. 

P l a nning C o m m i s s i o n  m a k e s  its rwComm._ndations largely under Artie I c 

282 of the C o n s t i t u t i o n  (providing for discretionary transfers).''^ On 

t h e  o t h e r  hand, t h e  F i n a n c e  C o m m i s s i o n  m a k e s  an a s s e s s m e n t  of th e  

states' c l a i m s  on m a i n t e n a n c e  or  n o n - p l a n  e x p e n d i t u r e  e n d  m a k e s  its 

r e c o m m e n d a t i o n s  on the dist r i b u t io n  of resources under the Arti cl e  275 

of the C o n s t i t u t i o n .  T h e  reccrrimendat ions w h e n  a d o p t e d  by t h e  

P a r l i a m e n t  and a pp roved by the Pr e s i d e n t are bind i n g  on the C e n t r e  and 

the States. In m a k i n g  these r e c o m m en d a t i o n s , the F in a n c e  C o m m i s s i o n  

is e x p e c t e d  t o  t a k e  i n t o  a c c o u n t  (a) th e  r e q u i r e m e n t s  of t h e  s t a t e  

g o v e r n m e n t s  u n d e r  r e v e n u e  sc c o u n i  to m e e t  c x p . : , n d i t u r e  o n  

a d m i n i s t r a t i o n  and non-plan c o m m i t m e n t s  or I iabiIities, (b) p r o vision 

for e m o l u m e n t s  of g o v e r n m e n t  employees^ (c) c o m m i t m e n t  in regard to 

i n t e r e s t  c h a r g e s  on d e b t s ,  (d) t r a n s f e r  of r e s o u r c e s  t o  local 

organis a t i on s ,  (e) maintv^nance of capital assets, (f) m a i n t e n a n c e  of 

p l a n  s c h e m e s  c o m p  I et e d  in t h e  ea r  I icr pI an, a n d  (g) r e q u i r e m e n t s  of 

t h e  b a c k w a r d  states for upg r a d i n g  standards in generci education.^^

The d i s t r i b u t i o n  of resources under 'dcveiopment' c at e g o r y  is in 

a c c o r d a n c e  w i t h  t h e  f i v e  y e a r  p l a n s  f i n a l i s e d  by t h e  P l a n n i n g  

C o m m i s si o n .  The; level of public ex p e n diture on any sector including 

t;ducation in t h e  c e n t r e  a n d  t h e  s t a t e s  is b r o a d l y  d e t e r m i n e d  by th.. 

Fiv e Year Plans. The plans also specify the policies, goals, t a r g e t s 

and p r o g r a m m e s  to be pursued during the Five year plan period. Thus 

a U  e xp e n d i t u r e  on new additioocl p r o g r a m m e s  and a c t i v i ti e s  is k n o w n  

:s plan expenditure. H o w e v e r  at the end of each plan t hose p r o g r a m m e s  

and a c t i v it i e s  fall into the ’non-plan' cate^gory. In other w o r d s  the 

p r o g r a m m e s  and a c t i v i t i e s initiated in a plan, have to be 'maintained' 

s u b s e q u e n t  I y and this m.aintenonce cxp^.'nd i ture does not c o m e  under th e  

p u r v i e w  of t h e  P l a n n i n g  C o m m i s s i o n ,  on t h e  otht^r h a n d  it b e c o m e s  a 

r e s p o n s i b i l i t y  of the Financ>:- C o m m ission. In this sense the rok; of

1 0



TABLE NO. i

Pirn and Ncn-Plan Expendii\,.re on Lducation ii. indio

(F̂ vS. in 1 0  .mi M  ions)

(T)

P ! ai! 

ExpcDnc i turc 

(2)

Non P!cn 

Expt-nd i tur-; 

(3)

Tote

(4)

1950-51 2 0  ' (28)" 51 , (72). ,71 ( 1 0 0 )

1960-61 90 (38) 144 (62) . 234 ( 1 0 0 )

1965-60 '178 (41)" 259 p 9 ) 437 , C 1 0 0 )

1970-7 r" 115 (14) 731 (8 6 ) 846 ( 1 0 0 )

1973-74 225 (17) 1086 (83) 1311 ( 1 0 0 )

1977^78 324 (14) 1991 .8 6 ) 2315 ( 1 0 0 )

1978-79 413 (16) 2245 (84) 2658 ( 1 0 0 )

1980-81 520 (14) 3226 (8 6 ) 3746 ( 1 0 0 )

r-̂ ate of 1 U 5 14c3 ■5.0

Growth C|)

:e: R,K. Bhan ds :  i (1982) for 1 980-81,, n d for o t h e r s P l a nicur<

ComiDission (19781

I '-inance C o m n i s s i o n  begins v/^ari. i'het of the P i a n n i n g  C o m m i s s i o n

1 2

V n d s • T nc C c n s t  i + ut i on hf}^ i c i c' d o w n  + ht' de+c! i I cd m e c h o n  i srn of 

s h a r i n g  t h e , r e s o u r c e s  by t h u ' C f n t r c  arid t h e  s t a t e s  t h r o u g h  F i n a n c e  

C o m m i s s i o n .  In this cont e xt  the tax-^cvoni;.. received by th^ Central 

g o v o r n m o n t  is c l a s s i f i e d  i nto fi'-G t y p e s  o (i) taxes. levi.,-d un d  

c o l l e c t e d  by t h e  C e n t r e !  g o v e r n m e n t  an d  t h e  r e c e i p t s  T h o t  o.re n o t  

shered w it h  th^, states (e.g=, c u s t o m s  outies, c or p o r a t i o n taxes, etc.) 

(ii) t a x e s  l e v i e d  a n d  c o l l e c t e d  by t h e  C e n t r e !  g o v e r n f n e n t  &n d  1 h e i r  

r e c e i p t s  n r e  rif c^^£‘;ar i ! y s h a r e d  Dct'.'ev.n t h e  C.nt'".. e n d  th-e s

1 1



(tog^j, i nccmc' tax), (iii) taxt^s i o v i c d  and c o i i o c t t d  by Ctntrjji 

g o v i , r n m e n t  whostj r e c t ' p t s  ]^»y s h e r t d  w i t h  t h ^  st,';.tc, g o v e r n m e n t s  

(e^g.j c^xcise on . t o b a c c o  end o t h e r  go o d s )  j (iv) t?xc,s l e v i e d  and 

col l o o t e d  by the. C e n t r a !  g o v e r n m e n t  bu t  t h e i r  r e c e i p t s  .'re w ho! ly 

t r o n f c r a b i e  to the states (o.g.j estate duty,, tax on s a ! e / p u r c h ? s c  of 

n o w s p a p t , r s 5, etc.) a n d  (v) t a x e s  l e v i e d  by t h e  C e n t r e '  governrrient but 

c o l l e c t e d  a n d  u s e d  by t h e  s t a t e s  (e.9 0 , t x c i s e  on m e d i c i n e >  t o i l e t ,  

etc«). B e s i d e s  s h a r i n g  of t h e s e  t a x  r e c e i p t s  w i t h  th.. stateS;; th e  

Fina n c e  CortiiTi ission als o  rriakcs t w o  type's of transfers of r e s o u r c e s  to 

th. s t a t e s ,  viz., g r a n t s  and loans. Thus, in aii t h e r e  a r e  t n r ^ e  

t y p e s  eif t r a n s f e r s ,  viz., t h e  t a x  r e c e i p t s ,  g r a n t s  a n d  l o a n s  w h i c h  

ccirtie u n d e r  t h e  p u r v i e w  of t h e  F i n a n c e  C o m m i s s i o n .  T h e  F i n a n c e  

C o m m i s s i o n  m a k e s  all t h e  s t a t u t o r y  t r a n s f e r s  t h r o u g h  t h e s e  t h r e e  

channeI s.

T h e  i m p o r t a n c e  g i v e n  t o  t h e  F i n a n c e  C o m m i s s i o n  in fht-: 

C o n s t i t u t i o n  is so s i g n i f i c a n t  t h a t  it K d  mariy t o  c o m m e n t  t h a t  th e  

C o n s t i t u t i o n  had ex p ected that all the transfer cf re s ources w o u l d  be 

s t a t u f o r y  in nature, rnostly m a d e  through the Fina n c e  Cotfimission as a, 

m a t t e r  of r i g h t  t h a n  of g r a c e  B u t  w i t h  t h e  a d v e n t  of p l a n n i n g  a n d  

the P l a n n i n g  C o m m i s s i c n ,  the d is c retionary tr a n s f e r s o v e r - s h a d o w e d  thu 

s t a t u t o r y  transfers. ‘‘Planning had changed the eco n o m i c , fiscal and 

als o  politic-l control of the ceunt: y>' (Bakers 1976; ^06).^^ In fact 

even w i t h o u t  a C on s titutional status, +he Planning C o m m i s s i o n  has been 

□ laying a powerful role in C e n t r e - s t a te  e c o n o m i c  relations.^''*

T h u s  it m a y  be n o t e d  t h a t  t h e  d i s t r i b u t i o n  of e d u c a t i o n a l  

e x p e n d i t u r e  b e t w e e n  t h e  C e n t r e  a n d  t h e  S t a t e s  is d e t e r m i n e d  by t h e  

P l a n n i n g  C o m m i s s i o n  a n d  t h e  F i n a n c e  C o m m  i ss i on. ̂ ̂  T h e  r o l e  of t h e  

Finc.nce C o m m i s s i o n  b e c o m e s  increasingly important, as the e x p e n d i t u r e  

that c o m e s  under the p u r v i e w  of the F i n a n c e C o m m i s s i o n ,  i.e.,' the non- 

D l a n  e x p e n d i t u r e  wil l  b e  on e v e r  i n c r e a s e ,  b e i n g  c u m u l a t i v e  o v e r  

years. It should not, however, mea n  that the Finance C o m m i s s i o n  has no 

vital role to play at all. Finance C o m m i s s i o n  w orks on the basis of 

a c c o m p l i s h e d  facts of the past and as such the scope for f l e xi b i l i t y  

is r e s t r i c t e d .  On t h e  o t h e r  h a n d  in t h e  c a s e  of t h e  P l a n n i n g



C o m m i s s i o n  t htro is scop^, for m o r e  flcxibi!ity, as it can havi; a frosh 

look at t h e  ecJditional p r o g r a m m t s  end innovntior.s.. Nevio'rtii'^!css, as 

far as m a g n i t u d e s  are concurn^.'d the role of the F i n an c e  C o m m i s s i o n  is 

indeed larger,

3<1 P r i n c i p l e s  of Al ioc£3t io n  of i'^tso-jrces

B e f o r e  we discuss the pattern of devolution of r e s ou r c e s  by th e  

Plann i n g  C o m m i s s i o n  and the Finan c e  C ommission, it ma y  be desirabk, to 

briefly d e s c r i b e ideal c'lnnons of al locaTion of r^^sources. A pr icr i 

one- expe c t s  that a I location of resources for ^.ducation to t h e  states 

by the P l an n i n g  C o m m i s s i o n  and the Financo C o m m i s s i o n  w ou l d  be basea 

u p o n  c e r t a i n  w e l l - d e f i n e d  a n d  c l e a r l y  f o r m u l a t e d  c a n n o n s .  T h e  

problem, obviously, is of t w o  parts, distribution of res o u r c e s b e t w e e n  

the C en t r e  and th e  states, end distribution of res ou r c e s  by tl’.e C e n t r e  

b e t w e e n  difftjrent states. In either case, the cannons of d i s tr i b u t i o n  

of r e s o u r c e s  can be d e s c r ib e d  as followso

a) T h e  E q u i t y  C r i t e r i o n  „ In a m o d e r n  w e l f a r e  s t a t e  o n e  of t h e  

i m p o r t a n t  o b j e c t i v e s  of pub! ic e x p e n d i t u r e  o n  e d u c a t i o n  is e q u i t y .  

Gen er a l l y  eq ui t y  is defi n e d  in several ways. In its c rude form, the 

e quity c r i t e r i o n  implies equal distribution of resources, in our case, 

b e t w e e n  C e n t r e  and all the states. i.;-wever, it is by row very clearly 

r e a l i s e d  t h r o u g h o u t  t h o  w o r l d  t h a t  e q u a l i t y  d o e s  n o t  n e c o s s a r i l y  

r e s u l t  in e q u i t y .  P a r t i c u l a r l y  w i t h  r e s p e c t  t o  d i s t r i b u t i o n  of 

educational resources- b e t w e e n  different states, equity in a ll o c a t i o n  

of res o u r c e s  should m e a n  alloc at i o n  of resourcys in such a w a y  tnat it 

p r o d u c e s  e q u i t y ,  i.e., ail t h e  s t a t e s  d e v e l o p  t h o i r  e d u c a t i o n a l  

s y s t e m s  m o r e  o r  l e s s  e q u a l l y .  It m i g h t  i m p l y  e v e n  u n e q u a l  

d i s t r i b u t i o n  of r e s o u r c e s ,  t h e  less d*„veloped states rec e i vi n g  m^^re 

r e s ources f rom the C e n t r e  than the dt.ve loped states^

b> T h e  A b i l i t y  C r i t e r i o n  . T h e  f i n a n c i a l  r e s p o n s i b i l i t y  of t h e  

t.ducation sector can be shared by th.. Centre end the states based upon 

the ability of each of these t w e  lay.,rs of th.^ govtrnmtnt. ^nd w hen 

t h e  C e n t r e  d i s t r i b u t e s  resourc^;S t o  d i f f e r e n t  b t a t L S ,  the Kv.,;ls of



ability of different states m i g h t  be teken into c o n s i d e r a t i o n .  If t h G  

C e n f r e  has  m o r e  r e s o u r c e s  of its o w n  it c a n  t o k ^  l a r g e r  shar^' in t h e  

e d u c a t i o n a l  f i n a n c e s  in t h e  c o u n t r /  T h a n  t h o  s t a t e s  e n d  v i c e - v e r s a .  

On t h e  o t h e r  h a n d  if t h e  r o l e  o f  t h e  C e n t r e  a n c  t h e  s t a t e s  in 

e d u c a t i o n a l  s e c t o r  a r e  a l r e a d y  d e f i n e d j  t h e  problt-m b o i l s  d o w n  to 

d e v o l u t i o n  of r e s o u r c e s  t o  d i f f e r e n t  s t a l e s ,  in w h i c h  c ase, th e  

a b i l i t y  c r i t e r i o n  s h o u l d  i m p l y  d i s t r i b u t i o n  of r e l a t i v e l y  m o r e  

r esources to e c o n o m i c a l l y  poorer states c o m p a r e d  to w e a l t h i e r  states. 

In s u c h  a casv. t h e  a b i l i t y  c r i t e r i o n  g e t s  i d e n t i f i e d  w i t h  e q u i t y  

criterion.

c) De g r e e  of Educational Effort t A clos e l y  s y n o n y m o u s  cri te r i o n  can 

be fhe degree of educational e f f o r ts  of each s tate (say, for example, 

m e a s u r e d  by per capita e x p e n d i t u r e  on education). The c r i e t ri o n  m ight 

imply a l location of r esources to dif f e r e nt  states in such a wa y that 

a I I t h e  s t a t e s  r o a c h  a g i v e n  level of e d u c a t i o n a l  d e v e l o p m e n t  

u n i f o r m l y  i.e., the C e nt r e  m a k e s  the m a t c h i n g  a l l oc a t i o n  in such a way 

i'iiot regional i m balances are minim i s e d . But gen er c i i y  th e  c riterion 

is i n t e r p r e t e d  as if t h e  C e n t r e ' s  a l l o c a t i o n  s h o u l d  ’m a t c h '  t o  t h e  

s t a t e ' s  al l o c a t i o n ,  i.e., l a r g e r  t h e  d e g r e e  of e d u c a t i o n a l  e f f o r t  of 

the s tate larger should be the q u a n t u m  of r e s o u r c e s it r e c e i v e s  f r o m  

t h e  C e n t r e .  T h i s  a g g r a v a t e s  i n e q u a l i t i e s .  B a c k w a r d  states m i g h t  

o b v i o u s l y  i n v e s t  less o n  e d u c a t i c r ,  in w h i c h  c a s e  b a s e d  on la t t e r  

i n t e r p r e t a t i o n  t h e y  r e c e i v e  less r e s o u r c e s  for e d u c a t i o n  f r o m  t h e  

Centre.

d) Edueational A c c o m p l i s h m e n t  ; A l t e r n a t i v e  to educational efforts, 

s o m e t i m e s  the level of educational a c c o m p l i s h m e n t  m i g h t  also d e t e r m i n e  

t h e  p a t t e r n  of a l l o c a t i o n  o f  r e s o u r c e s .  If t h e  d e v o l u t i o n  of 

r e s o u rc e s  to the states by the Centre is guided by a r e w a r d i n g  motive, 

those states w hich a c c o m p l i s h e d  well on e d u c a t i o n  front m i g h t  receive 

m o r e  r e s o u r c e s .  O n  t h e  o t h e r  h a n d  if t h e  r e v e r s e  o f  t h e  

a c c o m p l i s h m e n t  is t a k e n  Int o  a c c o u n t  i.e., t h e  t a s k s  y e t  to be 

fulfilled, the alloc a t i o n  m e c h a n i s m  m i g h t  favour the b a c k w a r d  states.



fc) E f f i c i e n c y  o F i n a l  iy ecthf-..r Ccinnon whicii is e s s e n t i a l  iy 

tn.: r i toc r a t  i c in naiure that m i g h t  ould':; d i str i b u t  i on, of c d u c e t i c n a l  

rasourcijs c o u l d  be t f f i c i o n c y  of i he >. d u c a t ! o n o  1 systLrn. T h i s  is 

st.'cniingly a b o t t t r  c r i t e r i o n  t h e n  t h o  o t h e r s ,  b e c a u s e  it t a k e s  b o t h  

costs and ou t p u t  of the sy s t e m  into account. The c  ii'-rion suggests 

tl'iat morG re s ources should be g i v e n  to rhot.; strtes wh e r e  the already 

g i v e n  r e s o u r c e s  a r e  q u i t e  e f f i c i  n t i y  Sp . n 1 .  E f f i c i e n c y  m i g h t ,  

however, be m e a s u r e d  in various w a y s  - - s t a rting •from s i m p l e  ways such 

as larger covera g e  of the s c h o o l - g o i n g  popuictionp less dropouts and 

f a i l u r e s ,  h i g h e r  l i t e r r c y  retv.. etc.> t e  soiif i st i c a t e d  w a y s  of 

m e a s u r i n g  e f f i c i e n c y  s u c h  as h i g h e r  b-n _ f i t - c o s t  r a t i o ,  mo'"*.. c o s t  

effectivenessj etc. The c r i tercn of o f f i c U n c y  m i g h t  or m i g h t  not go 

a g a i n s t  t h e  p r i n c i p l e  of e q u i t y .  if t h e  e d u c a t i o n a l  systv^m in a 

b a c k w a r d  s t a t e  is e f f i c i e n t ,  t h e  p a t t e r n  of a! l o c a t i o n  of r e s o u r c e s  

favours equity c o n s i d e r a t  ions.

It m a y  be n o t e d  t h a t  in India, jusi as in o t h e r  m o d e r n  w e l f a r e  

s t a t e s ,  as s t a t e d  e a r l i e r ,  e q u i t y  is an i m p o r t a n t  o b j e c t i v e  of 

p l a n n i n g  in g e n e r a l ,  i n c l u d i n g  of e d u c a t i o n a l  pler,ninn. H e n c e  o n e  

e x p e c t s  t h a t  t h e  p a t t e r n  of al l o c a t i o n  ot r e s o u r c e s  tc e d u c a t i o n  is 

a i so g u i d e d  b y  e q u i t y  c o n s i d e r a t i o n s .  M o r e  p r e c i s e l y  o n e  e x p e c t s  

a l l o c a t i o n  of m o r e  res o u r ce s  to e conomicrI Iy or e d u c e t i o n a i I y  b a c k w a r d  

states.

VJ i th t h i s  b a c k g r o u n d  let us cr i t i ca I I y e v e  1 u a t e  t h e  p a t t e r n  of 

a l l o c a t i o n  of r e s o u r ce s  to edu c a ti o n  by the Cen t r e  be-^ween different 

s tates in India by the P l a n n i n g  C o m m i s s i o n  and -^he F i n a n c e  Com^n i ss ion. 

It is tc be nested in the beginning itself t h a t  th e  systv^Tn in India is 

^ o  c o m p l e x  t h a t  it is n o t  c o m p a r a b l e  w i t n  t h e  sys'‘‘e m s  in t h e  o t h e r  

f e d e r a l  s y s t e m s  of t h e  w o r l d  like t h e  U.S., C a n a d a  a n d  ^>ustral ia.'*^ 

It is s c  c o m p l e x  in I n d i a t h a t  s o m e  e v e n  teri^ T h e  w h o i e  f e d e r a l - 

provincial financial s y s t e m  as one i n terdepenoent e c o n o m ' c  unit.^ ^



3.2 The Planning Commission and Equity

F i r s t  w e  t a k o  u p  t h e  e a s e  o f  P l a n n i n g  Corirriission. T h o  

d i s t r i b u t i o n  of p l a n  o u t l a y s  btitween t h e  Ce,ntrb a n d  t h e  s t s t e s  is 

given in Table 2. D u r i n g  the period of the first rhre- five year plan 

t h e  s h a r e  of t h t  Cc;ntra I g o v e r n m e n t  in T h e  t o t e  I pi on o u t l a y  for 

G-ducation has b e e n  o f  th e  o r d ^ r  of D u r i n g  t n e  F o u r t h  and the

Fifth plan periods t h i s  figure incr^^ssed to one-third.. In the Sixth

plen the share of the Central g o v e r n m e n t  was reduced to 305S. After

the educ a t i o n  sector b e i n g  brought into co ncurrent list from the state 

list one? e x p e c t s  t h a t  t h e  s h a r e  of t h e  C e n t re ! '  g o v e r n m e n t  w o u l d  

i n c r e a s e  in t h e  e d u c a t i o n a l  o u t l a y s .  T h .j m a r g i n a l  d e c I i n o in the 

share of the Central g o v e r n m e n t  in the Sixth five y^ar plan ( w h i c h  is 

incidentally the f irst five year plan of the D r e s e n t  g o v e r n m e n t  after 

the Constitutional a m e n d m e n t )  b e l i e s  s u c h  e x p e c t a t i o n s .  T h e  ^^arlier 

c r i i i c i s m  that there w a s  on I y physical (or non-f i none ia I) concurrc.ncy 

in e d u c a t io n  and t h a t  t h e r e  was no ret I finnncici concur r e n c y  perhaps 

sTi I! hoids good.^ ®

TABLE NO. 2 

Contribution of Centre and the States to

Educational Finance in India (^)

(Plan Exper id i tur-.̂  )

Plan Central State Tota 1

G o v e r n m e n t Gov^.rnment

First five y^ar plan 25 75 100 (153)

Second five year plen 25 75 100 (273)

Third rive year plan 26 74 100 (589)

Fourth five year plan 33 67 100 (823)

Fifth fivv, year plan 32 6 8 100 (1285)

Sixth five year plan 30 70 100 (2524)

Mote: Figures in ( ) are Rs. in 10 million:

Source; MOE (1980)
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TABLE NO. 3

Centrf— State P a r t n e r s h ip  in F i nancing E J ’jcetion 

(Plan and N on -PIan Expenditure)

(Per Cent)

Per iod Centra I Statvj T ota 1

Government Goverrniuiit

F i r s t  five year plan 6 . 8 93.2 1 0 0 (4146)

Second five year plan 17,5 82.5 1 0 0 (8496)

Third five year plan 2 0 . 1 79.9 1 0 0 (16554)

Fourth five year plan* 8 . 0 92.0 1 0 0 (56430)

Fifth five year plan** 8.5 91 .p 1 0 0 (89385)

1976-77 9.0 91 .0 1 0 0 (23488)

1977-78 8 o6 91 .4 1 0 0 (27191)

1978-79 9.3 90.7 1 0 0 (29597)

Not e o * Onwards R e v e n u e  A c c ou n t  only

** 4 year period, i.o. upto 1977-7B

Figures in ( ) sre Rs. in million

Sourcfcf, Pandit '1976:21) fo; first 3 five y^ar plens>, and MOE (1980) 

fo r  others.

N o w  let us scG the s t e t e - w l s e  distribution of Sixth Plan outl a y s  

for education^ 'The P la n n i n g  C o m m i s s i o n  has approved a total ou t l a y  of 

Rso25240 mi I I ion for e d ucation - Rs.7350 m i l l i o n  in the Central scctor 

and Rs.17890 m i l l i o n  in the state sector. The, s t a t e w i s e  distribution 

of th i s o u t  I ey i s g i v e n  i n T a b  I e 4. E x - a n t e ,  as f a r  as p I an o u t  1 ay s  

a r e  concernc-dp o n e  (-xpi-ctSj in t h e  I ight  of '.equity c o n s i d ^ ^ r a t i o n s j  

t h a t  e c o n o m i c a l | y  a n d  e d u c a t i o n a l  Iy u n d e r  d e v e l o p e d  s t a t e s  r e c e i v e
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rc!ativ<.,ly Ifsrgor a l l o c a t i o n s  from the CentrG, cs pisn c u t l ay s  a i m  at 

f u r t h e r  d e v e  i o p m o n t f  i n v o  I v i ng o p e n  i ng of nv,w s c h o o l s  -jnd c o l l e o 3 s 

„tc.j w h i l o  non-plen o u tl a y s  sim at m . n n t a i n i n g  the n l r o a d y  existing 

schools snti c o l K o e s .

it is c l e a r  f r o m  T o b l e  4 th;rt t h e  p a t t e r n  of d i s t r i b u t i o n  of 

r e s o u r c e s  does not c!early indicate any rat i c n a l e  bohind intor-stete 

ei l o c a t i o n .  T h e  p e t t e r n  of ailccr:tioR is s t r o n g l y  r-., loft'd w i t h  

Hvither the state's i c o n c m I c c o n d i t i o n s  I m e o s t r o d  by S t a t e  D o m e s t i c  

P r o d u c t  per c a p i t a  (SDPPC)l nor w i t h  t h e  e d u c a t i o n a l  d o v e  I o p m o n i  of 

t h e  s t a t e  [ m e a s u r e d  by t h e  e d u c a t i o n a l  d e v e l o p m e n t  i n d ; x  (EDI) 

c o n s t r u c t ed  earlier by Tilak (1979)lo it car. ba seen that s o m e  of the 

dev e l o p ed  states havt. been able to receive m e r e  rc-sourccs as c o m p o r t d  

t o  t h e  p o o r  s t a t e s  t h r o u g h  t h e  p l a n  o u t l a y . ' ^  F o r  examplej, th e 

educrtional ou t la y  approved for Maharashtrsp cne of the educat i o na l l y  

a n d  e c o n o m i c a l  ly a d v a n c e d  s t a t e s  ( w i t h  t h o  highc,st p e r  c a p i t a  SDP, 

next tc' Punjab) wes RS..1328 millions the fourth h icho s t  figure a m o n g  

the 22 states. On the other hands Orissa an e d u c a t io n a l l y  as woll as 

e c o n o m i c a l l y  b a c k w a r d  state received an outlay of Rs.546 mi I I ion much 

less than tho ou t l a y  appro v e d  for states Iiko Punjob, Haryana, Taniil 

NadUj etc. The o u t l a y s  for states like J a m m u  & K as hmir, yet another 

one of the nine e d u c a t i o n a l l y  b a c k w a r d  states are q uite s m a i L  It we 

l o o k  a t  t h e  c o e f f i c i e n t s  of c o r r e l a t i o n ,  w.- n o t i c -  t h a t  t h e  

c o r r e l at i o n  b e t w e e n  plan o u t l a y  and oducationa! d e v e l o p m e n t  index is 

r e l a t i v e l y  high, and m o r e  im po r t a n t l y  thi. coefficio-nt is negative. It 

is (~) 0.4496, s u g g e s t i n g  t h a t  e d u c a t i o n a l  d e v ' H c p m e n t  of t h e  s t e t o  

a n d  t h e  r e s o u r c e s  a I local ed oy t h e  P l a n n i n g  C o m m i s s i o n  t o  t h e  s*ot^_ 

a r e  i n v e r s e l y  r e l a t e d .  T h e  c o e f f i c i e n t  is n o t  h o w e v e r ,  h i g h l y  

s i g n i f i c a n t  (st a t i s t i c a  M y  i n s i g n i f i c a n t  a t  2^ levu^l), no r h i g h  in 

value. And whe n  w e  see th e r e l ationship b e t w e e n  the plan o u t l a y  and 

S D P  pe r  c a p i t a ^  w e  n o t e  t h a t  e v e n  s u c h  r e l a t i o n s h i p  d o o s  n o t  exist. 

T h e  c o e f f i c i e n t  of c o r r e l a t i o n  b e t w e e n  S D P  per c a p i t a  a n d  tho- p l a n  

o u t i a y s  i s 0 « 0 1  106.
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TABLE NO. 4

State— w i s e  A p p r o v e d  O u t l a y  for E d ucation in the

Rs.

Sixth Plan

in N'li 1 1 ions

Rank StDte Out 1 ay % to State Plan

1. West Bengal 2750 7.9

2. Bihar 1540 4.S

3. Uttar P r a d e s h 1387 2.4

4» M c h a r c sh t r a 1328 2.2

5 = Ma d h y a  Prad^'sh 1045 2.8

6. R aj a s t h a n 1013 5.0

1. Tamil Nadu 930 3.0

S. Assam 875 7.8

9. A n d h r a  Prad e s h 730 2.4

10. Haryr:- na 634 3«5

1 1 o Guja r a t 616 1.7

12. K a r n a t ak a 576 2.5

13, P unjab 560 2.9

i4. Or i ssc: 546 3.6

15. K cra i a 502 3.2

16,. Jarnmu & K a s h m ir 377 4.2

17, Man ipur 180 7.5

18. Himachal Prad o s h 178 3.2

19 = Tr 1 pure 155 6.3

20. N a g a 1 and 117 5.5

21 . Nkgh'j 1 ay a 1 10 4.7

22. S i k k im 93 7.6

India 17890 3.7

Source, R.K. Bhandari (1982)
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T h u s  w c  fin d  t h e t  t h e  p a t t e r n  of t r a n s f o r  of r e s o u r c e s  by t h ^  

Plt:nniny C o m m i s s i o n  tc th^ stc;tes for educational ‘Jcvciopn'i'.;nt is not 

basod upon ony ac c e p t e d  and stc^ttd crits^ric ! Ike equity,^® nor it is 

k n o w n  w h e t h e r  a t  all a n y  raticiOol end s c i e n t i f i c  c r i t e r i a  e x i s t  te 

expl a i n  t hese transfers. W o  shall c o m e  t c  this p oint leter.

3.3 The Finenco Commission and Equity

No w  let us ex^inine t h e  process of alic'cetion of rescurcL.s bv the 

F i n a n c e  C o m m i s s i  on t o  t h e  s t a t e s .  As w e  e x p l r i n e d  .,crlier Fin?jnc'„ 

C o m m i s s i o n  has i m p o r ta n t  but only rest r i c t ed  role to play,. This does 

n e t  m e a n  t h a t  t h e  F i n a n c e  C o m m i s s i o n  c a n  n o t  ha v e  a n y  e q u i t y  

C o n s i d e rations, as non-plan expenditure; on e d u c a t i o n a l l y  bettt.'r states 

s h o u l d  c ; b v i o u s l y  be h i g h e r .  S t r e n g t h e n i n g  o f  t h t  « _ x i s t i n g  

i n f r a s t r u c t u r e  a n d  f a c i l i t i e s ,  b e t t e r  m a i n t e n a n c e s  of the existing 

s c h o o l s  a n d  col leges, w h i c h  a r e  t r e a t e d  as n o n - p l a n  a c t i v i t i e s  a I s.;. 

c o n t r i b u t e  s i g n i f i c a n t l y  t o  th e  k_ducational l„v,: ls ef th>.; states»~^ 

T h e  S i x t h  F i n a n c e  C o m m i s s i o n ,  for i n s t a n c e ,  gav., s o m e  Wv^ightage t o  

b a c k w a r d  s t a t e s :  t h e  u n f i n i s h e d  t a s k s  o n  t h e  fr..nt of e i e m e nt::ry 

e d u c a t i o n  w e r e  t a k e n  i n t o  a c c o u n t .  T h e  S e v e n t h  Finance; C o m m i s s i o n  

c o n s i d e r e d  p o v e r t y  e n d  t h e  i n v e r s e  of p e r  c a p i t a  S t a t e  D o m e s t i c  

P r o d u c t  w h i l e  m a k i n g  its reasses s m e n t s . The Sixth Finance Cc;mmission 

a l s o  i n c l u d e d  t h e  r e q u i r e m e n t s  for u p g r a d a t i o n  f s t a n d a r d s  of 

a d m i n i s t r a t i o n  in e d u c a t i o n  in its a w a r d s .  Sc it is n o t  t r u ^  to 

c o n c l u d e  t h a t  t h e  F i n a n c e  C o m m i s s i o n  h a s  n o  s i g n i f i c a n t  r o l e  in 

p u r s ui n g  equiry. ^ However, the F i n a n c e C o m m i s s i o n  has to recr.mrrend 

t h e  a l l o c a t i o n  of r e s o u r c e s  t o  staie.j ess.^nt i a  I 1 y b a s e d  '̂n t h e

r e q u i r e m e n t s  of the states as forecasted by th e  status thems^.lvts for

the alre a d y  e x i s t in g  schoe>ls and colleges. The actual process can be 

b r i e f l y  d e s c r i b e d  as f o l l o w s i  T h e  F i n a n c e  C o m m i s s i o n  r e c e i v e s  

dt;;ta i led s t a T o m e n t s  f r o m  t h e  s t a t e s  of t h e i r  r e q u i r e m e n t s  for e a c h  

head of a c c o u n t  including the d^^tails of r e c e i p t s  and exptnditures for 

t h e  e n s u r i n g  5 - y e a r  p e r i o d .  T h e  F i n a n c e  C o m m i s s i o n  scrutinises the 

w h o l e for e ca s t s  of the states. Then it m a k e s  its e w n  i„stimaies of T h e

r e q u i r e m e n t s  of the states by a s s u m i n g  c e r t a i n rates c>f growth.



When wo c o m p a r e  th e  forcccsts of the states and the final a w a r d s  

of the Finenct a . m m i s s i c n ,  wo ncticc thc t  the- form.;r were subject to 

S w V e r e  cuts- An anr-lysis of t h o s e  c u t s  r e v c e l s  c e r t a i n  intt-resting 

f i n d i n g s .  F o r i n s t a n c o ,  it ca n  be f o u n d  f r o m  T a b i c  5 t h a t  t h e  

incidence of cuts in state forecasts effec t e d  by rhe Seventh Fina n c e  

C o m m i s s i o n  has f a l l e n  m o r e  h e a v i l y  on t h e  s t a t e s  w h i c h  h a v e  l o w e r  

.--.ducat ic no I icvols snd w hi c h  sre e c o n o m i c o M y  less advanced th~n on 

o t h e r s ,  e.g., t h e  b a c k w a r d  s t a t e s  like U t t a r  P r a d e s h ,  R a j a s t h a n  an d  

b i h a r  e x p e r i e n c e d  s e v e r e  c u t s  by t h e  S e v e n t h  F i n a n c e  C o m m i s s i o n  in 

t h e i r  f o r e c a s t s  whiit, a d v a n c e d  s t a t e s  like M a h a r a s h t r a ,  G u j a r a t ,  

P u n j a b  a n d  H a r y a n a  e x p e r i e n c e d  c i t h e r  v e r y  low o r  m o d e r t a e  c u t s  or 

e v e n  i n c r e a s t s o  it is f o u n d  t h a t  t h e r e  is no  r a t i o n a l e  in e f f e c t i n g  

the cuts. The cuts have any significant c o r r G s p o n d o n c e  neither with 

t h e  S D P  p e r  c a p i t a  t h e  c o e f f i c i e n t  of c o r r e l a t i o n  b e i n g  (-) 0 . 0 3 1 0 2 ,  

nor with the educational de v e l opment, the c o e f f i c i e n t  of c o r r e l a t io n  

with the educational d e v e l o p m e n t  index being (-) 0.2469, It can thus 

s a f e l y  be c o n c l u d e d  t h a t  t h e  s t a t e  f o r e c a s t s  a r e  c u t  in a m o r e  

a r b i t r a r y  fas h  i o n . T h e s e  t r e n d s  in c u t s  c a n n o t  be e x p l a i n e d  

m e a n i n g f u l l y ,  p a r t i c u l a r l y  w h e n  it is f o u n d  t h a t  s t a t e s  a r e  m o r e  

r a t i o n a l  a n d  t h e y  e x h i b i t  m o r e  c o m p e t e n c e  a n d  g r e a t e r  r e a l i s m  in 

m a k i n g  t h e i r  f o r e c a s t s  t h e n  t h e  F i n a n c e  C o m m i s s i o n  ( P a n c h a m u k h i ; 

1982).

L e t  us s e e  h o w  do t h e  a c t u a l  r e a s s e s s m e n t s  of t h e  F i n a n c e  

C o m m i s s i o n  corre s p on d  to e d u c a t i o n a l  d e v e l o p m e n t  of th.^ s t a t e s .  It 

c a n  a l s o  be s h o w n  t h a t  e v e n  t h e  r e a s s e s s m e n t s  o f  t h e  Fini?nce 

C ^ i m m i s s i o n  c a n  n o t  be m e a n i r . g f u M y  e x p l a i n e d .  T h e  c e e f f i c i o n t  of 

c o r r e l a t i o n  b e t w e e n  the a w a r d s  of the F i n a nc e  C o m m i s s i o n  and t he  SDP 

p e r  c a p i t a  is as low as 0 ^ 0 5 3 1 4  a n e  b e t w e e n  t h e  a w a r d s  a n d  t h e  

e d u c a t i o n a l  d e v e l o p m e n t  i n d e x  it is s l i g h t l y  b e t t e r , ,  b u t  n o t  

rc:3 sonab i y high; it is (-)0.2583;. In a s i m i l a r  e x e r c i s e  Panchamiukhi 

(1982) h a s  u s e d  a l t e r n a t i v e  i n d i c a t o r s  c.f e d u c a t i o n a l  d e v e l o p m e n t s  

But the resul t s  are not m u c h  d i f f erent.^"^
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T A B L E  Ho. 5

S t a t e  F o r e c a s t s  R ea s s e s s m e n t s  and cuts by the 

F i n a n c e  C o m m i s s i o n  in r e l ation t o  E d u c a t io n

(Rs. in 1 0  jni 1 !ions)

Sixth Finance Commission Seven+h F i n a n c e  (x>mmission

State C omm i s s i on VarI at ion State C omm i ss ion Vcr i at ion

F o r e c a s t R e a s s e s s m e n t Forecast Reassessment

1 2 3 /I 5 6 7

A..P, 499.8 4 26.8 -23.0 987.9 882.3 -105.6

Assem 150.0 154.2 + 3.3 291 .0 274.0 - 17.0

Bi har 414.7 321 . 6 -93.1 788.4 654.2 -134.2

G u j a r at 397.4 2 97.9 -19o5 774.3 730.2 - 44c 1

H aryona 9 8.7 107.0 + 0.3 225.5 216.6 - 8.9

H.P. 31 .0 83o6 + 2 . 6 147,5 '! 44.6 - 2.9

J & K 61 . 1 59.5 - 1.5 139. 1 1 19.7 - 19.4

K a r netska 416.8 344.2 -72.6 8 69.3 6 8 6 . 8 "180.5

K e r a 1 a 510.2 426.1 -84. 'I 1089.5 879.2 •210.3

MoPo 386.3 340.7 “45.6 748.3 637.6 - 1 1 0 . 8

M a h a r a 

shtra 561 .9 584.4 +22.5 1246.6 1269.9 + 23.0

Man 1 pur 28.5 2 9o3 + 0 . 8 46.6 42.4 - 4.2

M e g h a 1 aya 11.7 1 1  o5 - 0.4 27»8 27.0 - 0 . 8

Or i ssa 150.1 1 6 U 1 + 1 1 . 0 391 .7 403.3 + 1 1 . 6

Punjab 184.6 193.8 + 9.2 406.3 372.2 - 34.1

Ra j a s t h a n 2 59.0 267.6 + 18.6 777.9 552.1 -225.8

6 33.4 5 60,3 -73.1 1031 .1 932.5 - 98.6

Tr I p'jra 57.4 35.8 - 1 . 6 62.7 60.8 - 1 .9

U = P. 6 30.7 588,4 -72.4 1650.7 1254.4 -396.3

W.B. 499-5 466.4 -33.1 920.1 833.7 - 85.4

Sourcu s F i n a n c e  C o m m i s s i o n  (1973) and (1978)

22



P a n c h a m u k h i  (1982) t r i e s  t o  e x p l a i n  w h y  e j u c G t i o n a l i y  advanct’a

states received larger a lloc&tions frorr. T h e  F i n a n c e  C o m m i s s i o n .  It is

n o t  b e c a u s e  t h e s e  s t a t e s  ha v e  ia r oe r  e d u c a t  i e;'.a! s y s t e m s  t o  be

9
m a i n t a i n e d  as i <= g e n e r a l l y  believeci b u t  b ec a i  se cf whL;t c o n  be 

c a l l e d  a r b i t r a r y  d i s c r i  ni i n a t o r y  p o l i c i e s  of t h e  F i n a n c c  C o m m i ss i o n .  

For example, "in its r e a s s e s s m e n t  the VII F i n a n c e  C o m m i s s i o n  a s s u m e s  

t h e  n o n - p l a n  e x p e n d i t u r e  on e d u c a t i o n  t o  grov; a t  a h i g h e r  r a t e  for 

states w hich have a better e d u c a t i o n a l  level t h a n  fo r  e d u c a t i o n a l l y  

w e a k e r  states", an a s s u m p t i o n  which can not be granted, and which is 

c lear l y  agai n s t  the underde v e l op e d  states.

T h u s  w e  f i n d  t h a t  t h e  p a t t e r n  of d e v o l u t i o n  o f  r e s o u r c e s  by t h e  

F i n a n c e  C o m m i s s i o n  to ‘ihe s t a t e s  for t h e  e d u c a t i o n  s e c t o r  is a l s o  

b e y o n d  a n y  m e a n i n g f u l  e x p l a n a t i o n .  T h e  p a t t e r n  d o e s  n o t  s - e m  t o  be 

r e d u ci n g  inter-state disparities, an i m p o r t a nt  objectiv,. of planning
O A

in India. In fact it is widely noted that the r e s o u r c e  transft^r by 

the F i n a n c e  C o m m i s s i o n  in the past "has been of o n e  of the important 

ca u s e s  of T h e  p ersistent regional i mbolances in r e s o u r c e  a v a i la b i l i t y  

and s e r v i c e  levels. If the inherited d i s p a r i t i e s  are t o  be remt,died, 

t h e  m o s t  i m p o r t a n t  o b j e c t i v e  cf t h e  n e w  d e v o l u t i o n  m u s t  b e  t o  

introduce in inter-state a l l o c a t i o n  a h i g h  d e g r e e  o f  p r o g r e s s  i v'i i 

( R a j k r  ishnc: ; 1 9 7 8  s 109).

On the w h o l e  one ma y  have to c o n c lu d e  t h a t  n e i t h e r  the P l a n n i n g  

C o m m i s s i o n  no r  t h e  F i n a n c e  C o m m i s s i o n  ha d  be^ n a b l e  t o  i n t r o d u c e  

p r o g r e s s  i v i t y  in t h e i r  t r a n s T e r s  of r e s o u r c e s  t o  th^, states"^ for 

e d u c a t i o n a l  s e c t o r . T h e  w h o l e  m e c l i a n i s m  of f e d e r a l  • f i s c a l  

t r a n s f e r s  has tended to wor k to the d e t r i m e n t  of t h e  w e a k e r  states.

T h u s  w e  h a v e  s e e n  t h a t  t h e  a I l o c a t i o n  of r e s o u r c e s  f o  s t a t e s  by

the P l a n n i n g  C o m m i s s i o n  and the Fina n c e  C o m m i s s i o n  is not guided by

■any r a t i o n a l  c r i t e r i a  s u c h  as e q u i t y ,  nor, w e  c o u l d  s a y  t h a t  t h e

t r a n s f e r  of r e s ources by i h e s e  t w o  C o m m i s s i o n s  is q ui t e  c o m p a t i a b l e

• • 9 Q
w ith the sp i r i t  of federalism. Then the q u e stion is w h a t  duterminv;;S

th.,-: a l l o c a t i o n  process? I have argued e l s e w h e r e  (Tilak - 1983)^^ t h a t
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*'esst:nt ia II y all basic p ol i c y  d e c isions in e d u cation aru political in 

c h a r a c t e r .  F<csourct' a l l o c s t i o n  p o l i c y  is no e x e m p t .  No r a t i o n a l  

scie n t i f i c  crit e r i o n  is adhe r e d to in this context*'..^^ W i t h  respect 

to both the P l a n ni n g  C o m m i s s i o n  and the F'incnce C o m m  i^<sion, morv. vocal 

end m o r e  privi!eyv,d states ge t  a better deal than rest of the statt^s 

end t h e  a c t u a l  n e e d y  s t a t e s  m a y  n o t  gt.t t h u i r  d u e share s .  In o t h e r  

words the essential model t h a t  explains al location of r e sources by th^ 

C entre to t h e  states for e d u c a t i o n  is e political model w h i c h  has no 

regard for any s c i e n t i f i c  rationale.^^

4, S u m m a r y  and C o n c l u s i o n s

T h i s  p a p e r  is an a t t e m p t  at  an e x a m i n a t i o n  of t h e  f i n a n c i a l  

r e l a t i o n s h i p s  b e t w e e n  th e  C e n t r e  and the states in India iri relation 

to edu c a t i o n  sector. W e  star t e d  with a brief historical ptrspective. 

During th e p r c - i n d e p e n d c n c a  pe r i o d  we have noticed e varib g a t e d trend. 

At t h e  s a m e  t i m e  w e  c o u l d  s e e  t h e  u n d e r  c u r r e n t  of a t r e n d  of b o t h  

c o n c e n t r a t i o n  of p o w e r s  in the hands of the Centre and concornmittant 

decentra.I i je N o n  of p o w e r s  t o  the states ever since the bfeg inning of 

the 19th century. The trend of c e n t r a l i s at i o n  has bt.en, however^ moru, 

clearly o b s e r v e d  during the post-i nd e p e ndcnce period.'^^

D uring the p r o - i n d e p e n d e n c c  pei-'iod, the layers at w hich d e c i s i o n 

m a k i n g  in r e g a r d  t o  f r a m i n g  e d u c a t i o n  t o o k  p l a c e  w e r e  v e r i e d »  T h e  

re s u l t  was that the C e n t r e - s t a t e  re; let ions wer e  not as clear as they 

a r e  d u r i n g  t h e  'post i n d e p e n d e n c e  . per icd. T h e  C r o w n  in E n g l a n d  

r t ^ p r e s e n t s  o n e  l e v e l  o f  r e n t r e l  o r  a p e x  a u t h o r i t y  2 n d  t h e  

repre s e n t a t .i  ve of t h e  C r o w n  vizo,, t h e  Vicerc"/ i I n d i a  r e p r e s e n t s  

another laytr of central authority. Whe n  e d u cation was t r a n s fe r e d  to 

I n d i a n  M i n i s t e r s ,  I n d i a n  M i n i s t e r s  in O d h i  r e p r e s e n t  y e t  another" 

l a y e r  of c e n t r a !  a u t h o r  ity>. A t  th e  pro^/incia! Iev>:l th e In d i a n  

o f f i c i a l s  a n d  t h e  r e p r e s e n t a t i v e s  of t h e  V i c e r o y  in t h e  p r o v i n c e s  

r e p r e s e n t  t w o  l a y e r s  of a u t h o r i t y .  H e n c e  a n y  a n a l y s i s  of t h e  

financial r e l a t i o n s h i p s  in e d u c a t i o n  in India b e t w e e n  the 'centr^' end 

’s t a t e s’ wo u l d  be m o r e  m e a n i n g f u l and rt.levant only fror^i 1919 o n w a r a s  

w h e n  e d u c a t i o n  w a s  h a n d e d  o v e r  'ro I n d i a n  r u U . r s  u n d e r  d i a r c h v .
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Furthorp until 1919 no a t t e m p t s  were rnsd̂ . to d u m a r c c t a  the sphe r es  of 

j u r i s d i c t i o n  of C e n l r a i  a n d  p r o v i n c i a l  governfnicnts as in a t r u e  

federation. "The G o v e r n m e n t  of India Act of 1919 o b v i o u s l y  laid thc- 

f o u n d a t i o n  for C o n s t i t u t i o n a l  d e v e l o p m e n t  in t h e  c o u n t r y  r e s u l t i n g  

e v a n t u a l l y  in th; f e d e r a l  forrri of gov e r n m yn t * '  ( S ' n g h  . 1977:3). W e  

h e v G  a l r e a d y  s ^ c n  t h a t  e d u c a t i o n  w a s  a t r a n s f e r r e d  s u b j e c t  u n d e r  

d i a r c y  a n d  t h e  C e n t r e  w i t h d r e w  its i n t e r e s t s  in education., Vie h a v e  

a l s o  s e e n  t h a t  t h i s  di d n o t  h c i p  e d u c a t i o n  s e c t o r  n u c h o  in f a c t  as 

fcir as finances are c o ncerned education did suffer a iot. As a result 

of t h i s  t h e  n e e d  for C e n t r a l  c o n t r o l  o v e r  c a u c a t i c n  w a s  felt. T h i s  

It'd to revival of CABE in 1935. Further with the G o v e r n m e n t  of Indie 

A c t  of 1 9 3 5  t h e  d i s t i n c t i o n  b e t w e e n  ‘r e s e r v e d *  e n d  ' t r a n s f e r r e d '  

subjects disappeared. Education was c iassified into t w o  c a t e g o r i e s  —  

federal and provincial subjects. This was no doubt e better s i tuation 

than that under diarcy as the s c h e m e  of provincial a u t o n o m y  e n v i s a g ed  

a large m e a s u r e  of f i s c a l  i n d e p e n d e n c e  f r o m  C e n t r a l  g o v e r n m e n t .  

H o w e v e r  t h e  s p e c i a l  p o w e r s  e n j o y e d  by t h e  G o v e r n o r  G e n e r a l  o r  t h e  

Governor rest r i c te d  the f re e d o m  of the pr ovinces in financial m a t t e r s  

t o  a g r e a t  t x t e n t .  T h e  l e g i s l a t i v e  f i n a n c i a l  c o n t r o l  w a s  a l s o  

c r i p p l e d .  T h e  n e g a t i v e  r o l e  of t h e  f i n a n c e  depar'lrntnts w e r ^  n o t  

c o n d u c i v e  t o  p o p u l a r  a d m i n i s t r a t i o n .  D e c e n t r a l i s a t i o n  o f  

3 d m  inistration was n o t . a c c o m p a n i e d  by a de quate d e l e g a t i o n  of financi I 

powers. D e c e n tr a l i s a t i on  in educa:ion which, thus was initiated in 

191 9> a n d  w a s  w i d e n e d  in s c o p e  in 193 5 w a s  f u r t h e r  w i d e n e d  in 1 9 5 0  

t h r o u g h  t h e  C o n s t i t u t i o n a l  p r o v i s i o n s ,  w hi c h  a i s o  include e l a b o r a t e  

p r o v i s i o n s  f o r  d e v o l u t i o n  of f i n a n c i a l  r e s o u r c e s  t o  t h e  s t a t e s .  A t  

the s a m e  t i m e  we have also noted the g r o w i n g  interest on the part of 

t h e  C e n t r e  in e d u c a t i o n  d u r i n g  t h i s  p-„riod. T h i s  v e r y  i n t e r e s t  

f i n a l l y  led t h e  C e n t r a l  g o v e r n m e n t  in 1 9 7 6  t o  t a k e  e d u c a t i o n  t o  

c o n c u r r e n t  list. It s h o u l d  be n o t e d  t h a t  n e i t h e r  p o l i c i e s  of 

c e n t r a l i s a t i o n  no r  t h o s e  of d e c e n t r a l i s a t i o n  he l p e d  the educational 

s e c t o r  in India. Fo r  i n s t a n c e ,  t h e  G o v e r n m e n t  of I n d i a  A c t  of 1 9 1 9  

e n r i c h e d  the Central g o v e r n m e n t  at the cost of provincial g o v e r n m e n t s  

and ruined th e  e d ucation sector. The p rovisions of th e G o v e r n m e n t  of 

I n d i a  A c t  o f  1 935 d i d  n o t  s i g n i f i c a n t l y  i m p r o v e  t h e  s i t u a t i o n .  

I n s p i t e  of s e r i o u s  debate, o n  t h e  i s s u e  e d u c a t i o n  h a d  b e e n  t h e  s t a l e



subj e c t  for t w o  and a half dt^ccdes. Finally whtn it was brou g h t  i n I'o 

the- c o n c u r r e n t  i i st in 1976, p e o p l e  exnoctec* o g r e a t e r  role- by th>,; 

C e n t r e  in f i n a n c i n g  ‘. d u c o t i o n j  but t h e  p a t t e r n  of c.l l o c a t i o n  of 

res o u r c es  in the recent period has t,ot shown any s i y n i i i c G n t  dopartur., 

from th<;. earl i e r  trend. If st all thert 's cny, ir has been a roverst 

trend, th.^ shnre of the Centre in the tote I ejucational finances

further declined. Both during the pre'-and post- independence periods 

t h e r e  had b e e n  m o r e  of a p h y s i c a l  or I -v^al c o n c u r  .-.-ncy in (education 

and less of true financial concurrency, c o n c ur r e n c y  m o r e  of politicel 

and a d m i n i s t r a t i v e  nature and less of financial nature. This ma y  l'„ad 

us to c o nc l u d e  t h a t  ’all .-ducational controv e r s i e s  and decisions have 

a poi iti ca ! b i as®.

E v e n  in h i g h l y  d e v e l o p e d  f e d e r a l  e conomit^s t h e  i m p o r t a n c e  of 

f i n a n c i a l  a s s i s t a n c e  by th e  C e n t r e  t o  f h e  p r o v i n c e s  for e d u c a t i o n  

c a n n o t  be m i n i m i s e d .  It has b e e n  p r o v e d  t o  bt i n e v i t a b l e  for t h e  

states as well as for the Centre to a s s u m e  increasingly m o r e  important 

r o l e  in e d u c a t i o n .  ’’ T h e  c h a r a c t e r i s t i c  f e a t u r e s  of e d u c a t i o n  

i t s e l f  m a k e s  f i n a n c i a l  c o n c u r r e n c y  i n e v i t a b l e .  F o r  v^-xample th..: 

retu r n s  to e d u c a t i o n arc such that they cannot be p l o ughed back into 

t h e  s y s t e m  i m m e d i a t e l y .  A t  t h e  s a m e  t i m e  -^he f i n a n c i a l

r e s p o n s i b i l i t i e s  of cducc?tion go on increesitic i.e., s t a t e s  n e e d

i n c r e a s i n g l y  m o r e  r e s o u r c e s  for ' d u c a t i o n  .and he. ce i n c r e a s i n g

r ea I i a n c e  o n  t h e  C e n t r e  b e c o m e s  i n e v i t a b l e -  So w h a t  a I I w e  need  in 

our c o u nt r y  is a m o r e  meaningful financial c o n c u r r e n c y  in education.

T h e  d e v o l u t i o n  of r e s o u r c e s  by the C e n t r e  t o  t h e  s t a t e s  is m o d e  

under t w o  categories: (a) statutory (Through F i n a n c e  C o m m i s s i o n )  and

(b) d i s c r e t i o n a r y  ( t h r o u g h  P l a n n i n g  C o m m i s s i o n ) .  W h i l e  t h e  

C o n s t i t u t i o n  h a d  e v i s a g e d  m o r e  i m p o r t a n t  r o l e  for t h e  F i n a n c e  

C o m m i s s i o n  so t h a t  the states receive resources as a m a t t e r  of right 

r a t h e r  t h a n  of g r a c e ,  t h e  a d v e n t  of t he  P l a n n i n g  C o m m i s s i o n  had 

c h a n g e d  t h e  f e d e r a l  f i n a n c i a l  r e l a t i o n s  in t h e  count'"y. A M

d e v e l o p m e n t a l  e x p e n d i t u r e  c a m e  u n d e r  t h e  p u r v i e w  of t h e  P l a n n i n g  

C o m m i s s i o n  and th e  ma i n t en a n c e  expenditure under the purvicjv-j of the 

F i n a n c e  C o m m i s s i o n .  While both the institutions nav^ i m portant rol^.-s
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tc play in pursuing national objec t i v e s  like equity, tho r ole of 

thk.' lotter viz., the Financi; C o m m i s s i o n  is r<;.letiv3 ly restrictv^d.

An i m p o r t a n t  objec+ive- of p l a n n i n g  in e w e !  f a r e  s t a t e  M k o  in 

India just as in many other m o d e r n  w e l fa r e  states, is equity. W o  have 

ex a m i n e d  end found that the pattern of cllocatior. of resources n.,:ithcr 

by t h e  P l a n n i n g  C o m m i s s i o n  n o r  by t h e  F i n a n c e  C o m m i s s i c n  h e l p s  in 

improving equity, reducing inter-stete d i s p a r i t i . .l . in fact thk w h o l e  

m e c h a n i s m  of d i s i r i b u t i o n  of r e s o u r c e s  c a n n o t  be m e a n i n g f u l l y  

^:xp I a i ne d  by a n y  r a t  i o n a  i a n d  sc i e n t  i f i c cr = t-.: r i a of all o c a t  i on of 

r e s o u r c e s .  W e  f i n d  t h a t  t h e  m o d e l  t h a t  w o r k s  in our c o u n t r y  w i t h  

r e g a r d  t o  t h e  d e v o l u t i o n  o f  f i n a n c i a l  r e s o u r c e s  is e s s e n t i a l l y  

political w hi c h  has no regard for any scie nt i f i c  rationale.

F o r  a long p e r i o d  t h e  w e a k n e s s e s  in thi=, m e c h a n i s m  a n d  t n e  

r e sulting failures of the s y st e m  have b e e n . s t u d i e d  and analysed. It 

h a s  a l s o  b e e n  a r g u e d  for c t h o r o u g h  r e v i e w  of t h e  e x i s t i n g  C e n t r e -  

s t a t e  r e l a t i o n s h i p s .  F o r  e x a m p l e ,  t h e  1 0 th c o n f e r e n c e  of S t a t e  

Eduction M i n i s t e r s  in 1968 r e c o m m e n d e d .

’’E a u c a t  i o n a  1 dev;; I o p m c n t  c r e a t e s  p e r m a n e n t  r e c u r r i n g  

l iabilities to thn etote g o v e r n m e n t s  .and t h e y  are finding it 

i n c r e a s i n g l y  d i f f i c u l t  t o  m..et them.... E d u c a - i o n  is t h e  

m o s t  s i g n i f i c a n t  an d  c o s t l i e s t  of s o c i c I s e r v i c e s  t o  th e  

n a t i o n  a n d  t h e  C v n t r e  m u s t  a c c e p t  r e s p o n s  i b i l i t y  t o  s h a r e  

Its g r o w i n g  eost....thv^ ^..xisting C e n t r e - s t a t e  relationship 

in t h e  f i n a n c i n g  of e d u c a t i o n  s h o u l d  b e  r e v i e w e d  in its 

e n t i r e t y  a n d  a n e w  r e l a t i o n s h i p  w h i c h  c a n  m e e t ,  on a long 

f e r m  b a s i s ,  t h e  c h a l l e n g u s  of t h e  m a s s i v e  p r o g r a m m e s  of 

e ducational r^^construct'ion needed by the c o u n t r y  should be 

dv.vised” (mOE; 19b 3 :5 4 ).

U n f o r t u n a t e l y  this r e c o m m e n d a t i o n  is as m uch r e l e v a n t  today as it was 

a d e c a d e  a n d  a h a l f  cigo. feel t h a t  t h e  C e n t r e - s t a t e  f i n a n c i a l

r e l a t i o n s  in I n d i a  in roI a t i o n  t o  e d u c a t i o n  in p a r t i c u i a r  s h o u I d  be 

t h o r o u g h l y  r e v i e w e d  and should bt. subject to n e c e s s a r y reforms. We
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also fee! tha t  t h t r t art t w o  citcrnativts. it is not edoquatc to htive

p h y s i c a l  c o n c u r r t ^ n cy  in e d u c a t i o n .  P h y s i c a l  c o n c u r r c n c y  w i t h o u t

3  d  c  q  u a  t  o  f i n  G  n  c  i 3  i c o n c u r r e n c y  w i l l  r u i n  t h e  C  . n  t  r  < . -  s t  s  1 1

roI S t i o n s h ips. In f a c t >  an idea! situation ccn b-j th-\t in A ^ T i c h  there

e x i s t s  l o s s  of p h y s i c a l  c o n c u r r G n c y  and more of f i n a n c i a l  c o n c u r r c n c y

in cducationj iou-. there s h o u l d  be d'-volution of isrg^r resources by

The C e n t r e  to the states, a l o n g  w i t h  less and less a m o u n t  of e-entra!

intervention in policy f o r m u i a t i c n ,  p l a n n i n g  end j d m i n i s t r a t i o n ,  so

t h a t  a t  t h e  s a m e  t i m e  t h e  a u t o n o m y  of t h e  s t a t e s  is wel 1 p r o t e c t e d .

In this context, a wid e n e t w o r k  of a u t o n o m o u s  instiiutions ma y  play en

35
i m p o r t a n t  r o t e  of m e d i a t i n g  b e t w e e n  t h e  C e n t r e  and  t h e  states."' 

A l t e r n a t i v e l y  t h e  C e n t r e  s h o u l d  h e l p  tĥ i, s t a t e s  t o  w i d e n  t h e i r  o w n  

rtjsourcc b ase, so t h a t  t h e y  n e e d  n o t  d . p e n d  u p o n  t h e  Centr^. for 

financial resources. H o w e v e r  in view  of the fact that education has 

been brou g h t  into the c o n c u r r e n t  list only recently in 1975 the forme>r 

a l t e rnative m a y  be pref»,rred to the latter.



ImOTES

lo  We- u s e  b o t h  tc-rms, 'fedtrel* on d ' c u n t r e M  s y n o n y m o u s  I y ; x i v e n

t h o u g h  d e f i n iticnoI Iy  t h e y  a r c  d i t i n g u is h e b  ! o. W h i I c  'fc d c r a  I' 

m e e n s  o  * s i s t G r h o o d  o f  stftv, ' c ^ n - t r c i '  dcr.^tt;s a  t e n d e n c y  

with a c c o m p a n y i n g  c o n c e n t r c i t i c n  of p o w - r .  This d i s t i n c t i o n  ufton 

g e t s  b l u r r e d  but tho scat o f  fc.dcre! g o v e r n m e n t  i s  the c o n t r e  e n d  

t h u s  b o t h  oi : c a i l o d  i n a c c u r a t e l y  of c o u r s o  ■ctntrei'. A b o u t  t h e  

n a t u r e  o f  a o v o r n m c n t j ,  n e i t h . . r  c e n t r a l  nor f e d e r a l  g a u r s r t o e s  

d o m o c r a t i c  f o r m  c f  govornincnT (Singhs 1977. 1 ) o

2. See Naik & Nurullah (1945) for a detailed acccunt, and Rao (1972)

and Singh (1977) for a briof eccount on cducaticnc Soo Thavaraj 

(1978) fur a g e n e r a l  d e s c r i p t i o n  of e v o i u t i o n  of f i n a n c i a l  

ad m i n i s t r a t i o n  during pro-i ndopocnonco poriod-.

3» T h i s  f o r m s  a t u r n i n g  p o i n t  in th^^ h i s t o r y  of I n d i a n  e d u c a t i o n .

"This wa s  the beg i n n i n g  of the stale s y s t e m  of e d u c a t io n  in India 

under the British rule'" (Naik & Nurullah; 1945 . x)o

4. See Thavaraj (1978;53)c

5. See also Naik (1962).

6 o Sec Naik (1964)

7o Se'c- Nautiyal (1982) for a ro co n t  d iscussion on it =

8 . T h i s  is w h a t ,  as s o m e  p e o p l e  i n t e r p r e t ^  t h o  K o t h e r i  C o m m i s s i o n

wanted; Education "should continue to be a state subject^ but it 

should bo looked upon as a national c o n c e r n’' (Naik « 1982; 123).

9» S e e  L a k d a w a l a  (19(j 7) for a thorc-ugh d i s c u s s i o n  on t h e  c e n t r c -

stste financial r e l at i o n s  in ndia.

10. In fact Article 282 of t h e  Con s t it u t i o n  is like a safety v alve tô

m e e t  with u n a n x i c i p a t o d  cvcntuaIitios.

1 1 o See V e e r c r a g h av c n  (1982)o

12c T h e r e  is scope for e n o u g h  debate, if nut c o n f u s i o n  on the s c o p e
of t h e  'plan' a n d  ' n o n - p l a n '  e x p e n d i t u r e  v,;n e d u c a t i o n .  For 

e x a m p l e ,  o p e n i n g  up .jf a schoc.,' I m a y  b e  t r e a t e d  as p l a n  

expenditure, if all t h e  facilities are not provided in the s a m e  

p l a n  itself, t h e n  it c a n  be a r g u v d  t h a t  t h ^ s e  f a c i l i t i e s  s h o u l d  

be t r e a t e d  as c o m m i t t o d  or n o n - p i  an e x p e n d i t u r e ,  an d  t h a t  t h e y  

s h o u l d  be t a k e n  c a r e  of by t h o  F i n a n c e  C o m m i s s i o n .  A w i d e r  

d e f i n i t i o n  of t h e  p l a n  a n d  n o n - p l a n  e x p e n d i t u r e  on e d u c a t i o n  

ma y  sugge s t  t hat w h i l e  an increase in e n r c l m o n t  due to Increase 

in t h e  e n r o l m e n t  r a t i o  (as a p e r c e n t  of p o p u l a t i o n )  m a y  be 

included under the ’plan' category, increase in e n r o l m e n t  due to 

incre-ise in the s i z e  o f  t h e  p o p u l a t i o n  (th«. r a t i o  ef orrc l m e n t  

r e m a i n i n g  tho same) m a y  c o m e  under 'non-plan* category.



13. F o r  c x p m p l o ;  Tliavarej ( i 97 8   ̂ 107) a i s u  o b s e r v e s ,  "'hardly m e r e  

t h e n  c n c - t h i  rd of t h ^  g r c s s  c c n t r e l  tronsft.rs f i c w  at t h ^  

instance of th« Fin.;nct- CofTnri i ss ion. Thi:, is snacking because thu 

Finance. C c t n m i s s i o n  w o s  t h o  p r i n c i o o l  a g t n c y  ^nvi'snged by tn'u- 

C o n s ti r u t i f n  for sin'.oth.^n i ng c. ntrv^--state i iTba I 3 :,ccs in fin?:inciKl 

resources. Bu t  in pre-ctlcc, m e r e  then t w c - t b i r d s  cf the fiscoi 

t r a n s f e r s  h a v e  b c c n c u t s i d e t h t p u r i e w . j f t h e  F i n a n c e 

Commissi'.,n'e See also Gulati (1983).

14. See Thavaraj (1978 ; 125).

!5o T r a n s f e r s  ef reso,urCi;s by t h e  C e n t r e  t o  be S t a t e s  vvhich fall 

o u t s i d e  the pu r v i e w  of the f^lanning end F inane.: C c m m i s s i o n s  have 

been c o ns t a n t l y  increasinoo (See Thaveraj i; 1978). H o w e v e r  with 

regard to education sector^ no re l i a b l e  data are available.

16. See Hicks (1961) end also Birch (1957) for greater details. See 

a ls o  M c M i l l a n  (1981) for a re c en t  account.

17. See Baker (1976.206).

18, T a b l e  3 w h i c h  i n c l u d e s  p l a n  a n d  nt..n p l a n  e x p e n d i t u r e  a I sc 
s u p p or t s  this v i e w  point.

19. See als o  P u r o h i t ( 1 9 8 1 )c

20. i n d e e d  t h e y  a r e  f o u n d  tc be h i g h l y  intjquitous. S>„e T h a v a r a  i
(1978).

21. See P anchamukhi (1982).

2 2 . F o r  i n s t a n c e ,  t h o  S'i.venth F i n a n c e  C o m m  i ss i on (19 7 E .6 2 )  c l e a r l y

s t a t e s ;  ’’Our f o c u s  s h o u l d  be s p e c i f  ical ly on h o v  tvo plac^. t h e

f i n a n c i a l l y  w e a k e r  s t a t e s  ir a p o s i t i o n  f r o m  w h e r e  w i t h  t h e  

g u i d a n c e  of t h e  P l a n n i n g  Comn. i s s i o n,  fht;y c o u l d  g e t  a b e t t e r  

s t a r t  t h a n  h a s  b e e n  t h e  c a s e  in t h e  p a s t ,  in a b s o l u t e  t e r m s  as 

wel 1 as r e l a t i v e  to t h e  a d v a n c e d  s t a f e s .  Ir, o u r  v i e w ,  t h e  r o l e  

of the Fi n a n c e  C o m m i s s i o n  should net bo negative, of filling in 

t h e  r e v e n u e  g a p s  o n l y ,  b u t  p o s i t i v e  i n ^ f h a t  i+s s c h e m e  of 

devo l u t io n  gives a better start for d ev e lopmental c_.utlay".

23. See a l s o  Panchamukhi (1982).

2^. A M  t h e  c o e f f i c i e n t s  cf c o r r e l a t i o n  b e t w e e n  t h e  a w a r d s  of t h e  

F i n a n c e  Cornm i ss i o n s  (a 1 t e r n a t  i vt, 1 y S i x t h  r S e v e n t h )  a nd  t h e  

i n d i c a t o r s  cf e d u c a t i o n a l  d e v e  I o p m e n t  ar e v e r y  low. It w a s  as 

low as (t) 0 .2 4 8 3  w i t h  l i t e r a c y  !e v o 1 ;1971), a n d  b e t w e e n  t h e  

a l l o c a t i o n s  and e n r o l m e n t  ratios at p r i m a r y  and m i d d l e  luvtJs or 

e d u c a t i o n  t h e  cc'Of f i c i e n t s  a r e  in f a c t  negative', (-) 0 . 2 2 0 8  a n d  

(-) 0 . 4 2 0 2  r e s p e c t i v e l y .  If t h e  c o e f f i c i e n t s  art. negative;, o n e  

m a y  v i e w  the alloc at i o n  of the Fina n c e  C o m m i s s i o n  to bu favourinq 

t h e  w e a k e r  s t a t e s .  W Ith r e s p e c t  tc e n r e l n i c n t  r a t i o  at p r i m a r y  

level, a level w h i c h  is of s e r i o u s  c o n c i , r n  for b o t h  t h e  C e n t r e  

e n d  s t a t e s ,  t h e  c o e f f i c i e n t  ef c o r r e i a t i u n  is t o o  low + o  c a r e  
for.



25. It is g e n e r a l  ly btli^^vcd t h a t  t h e r e  is 3  bu i 11 -i n - m c c h a n  i sm  

through w hich the developed states got icrgcr olloca t i o n s at the 

cost of poor ones from the Finan c e  C o m m i s s i o n .  See e.g., P u rc h i t  

(1981 )and N a i r  (1982)= B u t  PjnchcimuKhi (1982; d o e s  n o t  a g r e e  

with this v i e w  point. Even with respect to n o n - p ! an expenditure., 

he f e e l s  t h r t  ”fh L- W  (i; cl ke r  s t a t e s  s h o u l d  sp'^nd m o r e  in T h e  

f u t u r e”. Ho a r g u e s ,  ''if w e  t e k o  n I ! t h e  s + a t t s  t o g e t h e r  a n d  

e v a l u a t e  t h o i r  f o r e c o s t s  in r e l a t i o n  t o  t h e  ^educational le.vel 

achieved by them, then on>:_. should expect tha t  the e du c a t i o n a ll y  

better off statv^s shi^uld plan to spend -relatively' less on n o n 

p l a n  i t e m s  ( a s s u m i n g  a w a y  t h e  f i n a n c i a l  eT^'ects ci t h e  ’o p t i o n  

e f f e c t s *  o f  l o w e r  e d u c a t i o n  f o r  h i g h e r  e d u c a t i e n  a s  t h e  

f u l f i l m e n t  o f  t h e s e  o p t i o n s  o u g h t  t o  b e  a p a r t  o f  p l a n  r a t h e r  

t h a n  t h e  n o n - p l a n ' ’.

26. i-lowever it h as  t o  bo b o r n e  in m i n d  t h a t  ’* i t is ^.'xtremely 

doubtful as to whet h e r  even a delib e r a te  a t t e m p t  on tiv^ part of 

thy Finan c e  C o m m i s s i o n  to a l i ocate 1ho total a m o u n t  t r a n s ferred 

b e t w e e n  t h e  s t a t e s  in s u c h  a w a y  as t o  r e d u c e  i n t e r - s t a t u  

despar i ties in levels, of living^ would have led t.o reduction in 

t h e s e” significantly (i'^air; 1982; 105). After-allj, bigger w o u l d 

be t h e  a! l o c a t i o n  by t h o  F i n a n c e  C o m m i s s i o n  t o  a state,, b i g g e r  

t h o  a I I o c a t  ion by t h e  P l a n n i n g  C o m m  i ss i on t o  it in t h e  e a r  I i er 

p l a n  p<_ricd.

27. See Gulati 4 G e o r g e  (1978), and Ge o r g e  (1982).

28. Interestingly we find tha t  tho- ou+lays approved by the Planning 

C o m m i s s i o n  (for the Sixth plan) and the a w a r d s  r e c o m m e n d e d  by tho 

F i n a n c e  C o m m  i ss ion ( S e v e n t h )  a r e  po s  i t i v ^ I y  a n d  s i gn i f i c a n t  i y 

r e l a t e d ,  t h e  c o e f f i c i e n t  of ce:r r e l a ti o n  b e t w o . n  thi. t w o  b e i n g  

0.6218.

29o See also Chaudhuri (1983).

30. See also Ti l a k  (1980 and 1982).,

31. P a n c h a m u k h i  (1962) also concludes-. ''On the whole, tho educational

f i n a n c e s  of t h e  s t a t e  g o v e r n m e n t s  cr^^ a r e s u l t  mort; uf .? 

p o l i t i c a l  p r o c c s s  w h i c h ,  mi.st o f t e n  is :iot b a s e d  u p o n  s o u n d  

e c o n o m  i c I o g  i c an d  r i g o r o u s  ca I cu I a t  i on s".. Si.-*.;: a i so C h a t t e r  j i

(1971 ).

32. S e e  F i e l d s  (1974) a n d  T i l a k  (I960' for a d e s c r i p t i o n  cf t h e  

d a n g e r s  involved in th e  political model.

.33o M o r e  c i e a r  1 y on f i n a n c  i a I s i de th--.- t r e n d  in I n d i a c a n  be e a s  i 1 y 

no t e d .  As a g a i n s t  a m e a g r e  Rs.Oo 1 m i I 1 i on in tht, f i r s t  ha l f  of 

t h e  1 9 t h  c e n t u r y ,  t h e  C e n t r e ' s  c o n t r i b u t U  n to e o u c a t i o n  in t h e  

S i x + h  F i v e  Y e a r  P l a n  a l o n e  is abL^vt.- K s . B C O G  m i l l i o n  T h e  

c o n c e n f- r a t i o n p r o c e s s  is s m e w h a t u n i v o r s a ! ' T h o  

resp^.: ns i b i M  t i OS of e d u c a t i . n  g et  c o n c e n t r a t e d  in fed.jral 

g o v e r n m e n t  of the c o u n t r y  v ver e per ic d ' f timf-.-. See Peac<'Ck & 

W i s e m e n  ( 1 9 6 1 ).

31



34. See Car ter (1901) and al--- Br-iitr. i--r'<r5 » •• K7.^> f-..- , :es syu 'y 
Cane;do.

33o «ccv C h a u G h u r i  {1?3^).
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Appendix: SDP and Educational DeveIoprsent Index by states in India

State SDP Per Capita 

(Rs.) 

1976-77

Educational Deveiopmfcint 

1 i;dex.

1975-76
( 1 ) (2 ) (3) (4)

1 o Andhra Pradesh 901 (12) 14.5 (17)
2 . Assam 815 (17) 15.2 (16)
3.. Bihar 669;^ 2 1 ) 9.3 (21)
4, Gujarat 1341 (4) 17.6 ( 1 2 )

Haryana 1472 (3) 2 1 . 1  (6 )
6 „ H.P. 1165^(5) 25.5 (4)
7. J . K .., 697 (14) 20.8 (7)
8 . Kar na t a k a 999 (7) 18o2 ( 1 1 )
9. K t r a 1 a 966 (8 ) 26.9 (3)
.1 0 , Madhya Pradesh 779 (19) 11,8 (19)
1 1 . M a h a r a s h t ra 1489 (2) . 20.4 (8 )
rz: Man i pur 9 0 4 * ( 1 1 ) 37.0 (1 )
13. _ M e g h a l a y a 899*(13) 18.7 (10)
14. Nagaland 949*(10) 27.8 (2)
15. . Or i ssa 696 (20) 11.9 (18)
16.. -Punjab, 1812 ( 1 ) 21.7 (5)
17. R a jasthan 887 (15) ■ 9.8 (20)
18. Tami l-: Madu 950 -(9) 19.1 (9)
19. Tripura 872*(16) 16.4 (15)
2 0 . Uttar Pradesh 809 (18) 16.8 (14)
2 1 . W e s t  B e n g e  1 1 1 4 2  (6 ) 1 7 . 0 ( 1 3 )

Note s * 1975-76

F i g u r e s  in ( ) arc rank o r d e r . ;scores.
Source; ..Col. 3.; 1976-77 SUP Per Capita j Rao (1978)

1975-76 SDP Per Capita ; M aj u m d a r  (1982)

Col. 4; Ti iak (1979)
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